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MEMORANDUM 	 FOR AA/PP,, Richar e 1 
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SUBJECT: 	 Audit of A.l.D.'s Managenent System for Identifying
 
and Solving Project Implementation Problems
 

The Inspector General 's Office of Programs and Systems Audits 
has completed the subject worldwide review. A draft of the 
report was 	provided to your bureau and the regional bureaus for
 
review and comments. A copy of the consolidated response is 
attached to the report as Appendix 1. Five copies of the 
report are attached for your action. 

The repDr t contains 7 recommendations which are considered 
unresolved until more definitive actions to resolve the 
probl ems have been taken. Please provi le to the Office of 
Procgrams and Systems Audits within 30 days the actions planned 
or taken to inpiement the recommendatios. 

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



EXECUTIVE SUMMARY
 

A principal mechanism A.I.D. utilizes to promote growth and

development in lesser developed countries is bilateral foreign
assistance projects. As of September 30, 1987, A.I.D. had a 
portfolio of approximately 2,300 active projects located in
 
more than 82 countries which had life of project fundina of
$22.2 billion. Because these projects are highly susceptible
to implementation problems it is imperative that USAIDs have 
effective management systems to rapidly identify problems,

systematically resolve andthem, shift funds to more productive 
areas when funds are excess or when projects are failing or are 
marginally progressing. 

The objectives of this program results audit were to determine
whether USAIDs (I) had adequate systems in place to surface 
project probiems; (2) were vigorously utii izing their systems 
to solve implementation problems in a timely manner; were(3)

ut ill zinn verifiable indicators
nolbjectively to monitor 
progress , detect problems and demonstrate the impact of 
projects ( target ; (4)w. groul were deobligcpti nq funds from
projects that were failing, marginally progressing or had 
excess rmoa.y O-k] were rel inqa t Ino these funds to more
productive areas and (5) were adequately assessing alternatives 
before 0Xt n M(I j , jVct com( et: ion dates to ensure that funrds 
were put tc their most product ive use. 

Tie o t found that m iins had estal i shed systems for 
mo toir ,3their project port fol ios wereand identi fyinq 

en I I :)p ) r (;1, 1 ,,1; ! . 11c w V'r, M iss ionl a nd bure)Y autma nagemen t wear nrot always t(k i ng a sys temat ic and focused 
app:.)roach [ rcem solv i 1n a< was prssib Ie, were not
 
effectively utilizing objectively verifiable indicators as part

of thieir Ma nage.ent systems, were not usino de0] iqation
reobi igat ion authority as often as they shoul d have and were
 
frequeitly , xten"inq project 
 completion (a te without

consider in whetlhe there more
were producti ve uses for the' 
funds.
 

Deleoat iorn: of authority instituted during the past few years
have given USAIDs wide latitude in establishing project
management systems. There were excellent aspects associated 
with these systems at individual USAIDs, theand systems
generally identi i ied project related problems andl provided a
basis for resolving them. Also, A. I .D./Waslinyton bureaus had
taken sev-rI- I tc, strenqth(.-n p o ct manaqe ont ;I!;!fms.seV ste ps 
However, tih' thLruS' of our audit, was to identi fy areas whicli
 
It potent ar1-I 
 for i 1rr o vv I o( I )(,- fo)rmarI(-0 inI]I ovi neo
implementation probt ems. ]i miss (n mtngiqelmInt svst-(,! . were
surfaciny Jrl I,,ner at ion prold1nms, there was alwavs promptnco 
or effective reso] ut i (ons. IJSAIDs were not always utilizlnq 
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objectively verifiable indicators to measure progress 
against
 
plans, detect problems or slippage, ensure that project
 
purposes were being achieved or demonstrate project impact on
 
the targeted group or area. The Agency's system of managinoi
its deobligation-reobligation authority did 
not ensure that it
 
was used to its full potential. Also Missions Directors
 
frequently extended projects that were 
essentially complete or
 
had persistent schedule and quality problems without formally 
assessing alternative strategies.
 

Management systems devised by mi ssiohs to monitor project
implementation were surfacing problems, but there was not 
always prompt- or effective resolution. Agency guidance places
responsibility on the bureaus and missions to establish project
management syste, ms tIat identify projects not perform5no
satisfactorily. We identified implementation problems in th,,
countries visited which had existed for several years before 
being satisfactorily resolved. In our opinion, many of these 
proble cou.] have heen resolved more t imely i f mission 
project managemenrt systems had better defined the problem,
cle<::rly fix :( re.:s-on:;l i ty for corrective action, documented 
acticns taken and tracked the problem until it was 
sati Ct,,rily reso ved. Prolong ed] impiemprnetabir probiers 
were attribhuted, to a variety of causes: however, a sicn i ficant 
cause WAS t iC "f a framework for syst emat ical ly
track ing and repirt ing act ions taken to resolve serious 
prolemsnt. correc't, prnpi-t Iy, serious implementation
 
probi errs ,di ckI], undermine project success and erode the
 
tiCVUKP:;: ,i m] ,t of 
 A. I .. asr stant> . We recommended that
 
guidance on proje ct monitoring and portfolio oversight systems

b(.. e., i,. tW emplasize res,lut ierr of problems and to renuire
 
mi ss i em Iaragemnent systems to bet ter define and trac 
 prl)i ers 
an ( r19 re - uti Joni of I ornnst and int: pil-ol ens or docrent the 
reasons for norresolut ion. Pgency management aqreed that 
guj dance siou I j ,u revj owed to assess whether i t is adequate,
 
clear andU readily accessible.
 

Miss ioi were notut a lways Utii izin o je,'t ively ver ifiable
 
indic toirs t-o measure progress acainst. plans, dtect problems
 
or sI ipjpijt , 5n55surp that project !ml)nes wore eirins achieved 
or de or .st r te project jn)act on the hrlet ed grorup ()Ii aroa . 
'ie teren Ass:ist ,sc. Act rpo ires A.I .11. to dvel,-p a 
management sytUm that i n ] des quant itat ve i di ca ters for 
measuri rig pr.-rE, - t-ward defined h- lof't ives.. There, were" 
several reasons why dat a was lck i q to ver i fy pro jrt progress 
and 1ra tJ(. I- J i nclpa I fat r WKI. lark n f AIVIpoicy 
requ irinq I c t, , anairgemen t coliporen t r to be d . i cined i rte 
pro je(t a/ I to i nowroo i I ant pi (V iI (, of I th(r, r,0,ra t ho 
component b W(I k . Wi t 11011 t t li( dat it requ i r fed t 0o ltlm 1urIn prcj ct 
perf(rma c:,, A.I.Ib. msagerh he ai
s (Jd t havt . oriir i I b asis 
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necessary to detect problems quick~ly, ensure that the project 
purpose was being achieved and demonstrate the impact ,of,
projects. We recommended that all future projects include 
cost
 

fetv-- a toanaeaket
 
these components work. We recommended that guidance be revised 
to ensure that design documents establish interim and end of 
project indicators, implementing documents contain provisions
for gather ing data and reporting progress and missi.n 
management systems and project implementation status reports 
use performance data as an integral element. Agency management
agreed with the finding, however, they suggested certain 
revisions to the recommendations. 

A.I.D. s system of managing its deobligation-reobligation

authority did not 
ensure that it was used to its full potential. 
Good management of the authority dictates establishing detailed 
criteria that specifies when the authority should be used andrequires systematic reviews to surface applications of the 
autl)cirity as part of the regular project portfolio review 
process . However, such a management system 'was not employed.
The Agency had issued very limited criteria for using the
authority and had not required a structured forum to identify,
quantify, report and review deobligation situations through a
 
mechanism such as the regular portfolio review process.

Therefore, not all missions and bureaus systematically and
 
consistently identified potential deobligations. We estimate
 
that if all missions adopted aggressive programs, deobligation
reobligation actions could increase by as much 70 millionas 
annually. (See footnote on page 19 which may limit the
authority to t25 million for fiscal years 1988 and 1989.) We 
recommended developing guidelines identifying when deobligation
reobligation actions may be appropriate, modifying guidance on
 
project monitoring to ensure that potential deobligation

situations are surfaced and reported on in project

implementation status reports, and gathering and maintaining


* statistics to facilitate agencywide analyses 
of deobligation
reobligation 
actions. Agency management felt comprehensive

guidelines were in place but that the guidelines are in the 
process of being reviewed for clarification. The recommenda
tions were also believed to be too detailed arid inappropriate
for worldwide guidance. The recommendations were revised to
 
provide more flexibility in implementation.
 

Mission Directors frequently extended Project Assistance
Completion Dates on projects that were essentially complete or
had persistent schedule and quality problems without formally
assessing alternative strategies. Performing assessments would 
help ensure selection of the best development alternativea or

* most cost-effective courses of action. However, while AI.D. 
policy encouraged assessments of alternatives before extending
project completion dates, the policy stopped 'short of requiring
that reasonable alternatives be formally developed and 
considered. As a there wasresult, no assurance that the funds
 



involved in project extensions had been put to their 
most
 
productive uses. Also, 
projects received repeated extensions 
without determining whether the delays were avoidable. Since 
approximat- ly ha] f of the Agency's projects were extended one 
or more times during their life, with the funds involved
 
reaching as mu1 as $RC.3 mil lion annual ly, it would he prudent 
management to ciarify and expand requirements for decisions on 
extend ing n ccmplet ion dates. We r -commena ed t ha tpiject 

guidance be revised to require assessments of alternative 
irnvest.r ent st atn aios and for overcori nq prob lms causi nc 
persistent s hodut sl i Ippages and that final action memorand ums 
&ijCjum t.. P , is fni A ,leci s icr. to extpnd a projct 's 
compl,2 in d1ate. Agenu('y management agreed that the points mad(
:re 1 am i tn'w:. t f.] and p-.rt inent but that the repnrt],n c:, 
gives the im pr-ssi on tht something is inherently wrong with 
PAxI: eACt,251 ',nS. A]s( , certain,, changes to the recorrendat ions 
wore 'SlygyUsted. 
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4 AUDIT OF A.I.D.'s MANAGEME~NT SYSTEM
 
FOR IDENTIFYING AND SOLVING
 

___PROJECT IMPLEMENTATION PROBLEMS____......
 

PART I - INTRODUCTION 

A. Background
 

A principal mechanism A.I.D. utilizes to promote 
growth and
development in lesser developed 
countries is bilateral foreign

assistance projects. 
 As of September 30, 1987, A.I.D. had a
portfolio of approximately 2,300 projects
active located in
 more than 82 countries 
which had life of project funding of
$22.2 billion. 
 These projects were addressing development

problems in such as
fields agriculture, health, education,

family planning and private enterprise.
 

The primary responsibility for managing 
bilateral assistance
projects generally lies with the cooperating country. A.I.D.
recognizes 
that host countries are responsible for their own
development and they are
hence generally the project managers

for our assistance efforts. 
 A.I.D. nevertheless 
 is still
responsible for project monitoring to ensure 
prudent oversight
and effective utilization of resources.
 

Foreign assistance projects in underdeveloped countries are

highly susceptible to implementation problems and frequently
encounter 
serious difficulties which threaten their success.
Many cf these problems are endemic to underdeveloped countries
because there is 
generally a shortage of managerial talent,

limited infrastructure, ineffective 
Institutions, Inappropriate

policies and 
 limited budgetary support. Also, 
 A.I.D.
contributes 
to project iwplementation difficulties hy sometimes
designing projects which too
are complex, establishinq

overambitious 
goals and objectives, implementing more projects
than 
a mission can effectively manage, and allowing frequent
turnover of project officers and other key personnel.
 

For the above reasons, it.is imperative that the Agency have 
an
effective system in place to Identify and systematically resolve
problems in a timely manner. Also, system cause
the should
funds to be shifted to more productive areas when funds are
excess or when projects 
are failing or marginally progressing.

Without such a system the development impact of the Agency's
multi-billion dollar 
Investment in project assistance could be
seriously diluted.
 

B. Audit Objectives and Scope
 

The objectives of this program results audit were to:
 

-- determine whether USAIDa had adequate systems In place to
surface project problems, 



asce *rtainwhether missions were vigorously utilizing theirsystems to solve implementation.problems in a timely manner,
 

-ass ess -how -well---US ,-r U~i ~~ 6j 	 eiiif
indicators to moni tor progress, detect problems and
demonstrate the impact of projects on target groups, 

-' 	 determine whether missions were deobligating funds from 
projects that were failing, marginally progressing or had
 
excess .money and were reobligating these funds to more
 
productive areas and
 

-- ascertain whether missions were adequately assessing
alternatives 
before extending project completion dates to
ensure that funds were put to their most productive use.
 

The review was conducted by various Inspector General offices
from July 1986 to July 1987. Audit work in A.I.D./Washinqton
was performed at the Bureau 
 for Program and Policy
Coordination, the 
Bureau for Management and the Pureaus 
for
Africa, Asia Near and
and East Latin America and the
Caribbean. At A.ID./Washington we 
analyzed project financial
reports, interviewed bureau officials, analyzed portfolio
review procedures and examined project 
implementation status
 
reports and the results of portfolio reviews.
 

Detailed field work was performed at USAID missions in Kenya,
Liberia, Honduras, 
Thailand and the Philippines. At these
locations we interviewed 	 officials,
mission 	 analyzed missionsystems and 	 for
procedures monitoring projects, reviewed

project implementation 
status reports, reviewed the results of
site visits and decision papers relating to substantive project
actions and examined appropriate files and financial records.
 

The Regional Inspectors General for Audit participating in this
review issued audit reports 
 for USA!Ds Kenya, Liberia, and
Honduras (Audit Report No. 3-615-87-13, dated May 29, 1987,No. 7-669-87-10, dated 14, and
July 1987, No. 1-522-87-38,

dated September 29, 1987 respectively). No reports issued
were 
as a 
result of the field work done in Thailand or the
Philippines, 
however, summaries of the conditions at these

locations are on 
file at IG/PSA. This report draws extensively
the results of these audits, on the results
on 	 of several
program/administrative management audits in West Africa and onfindings from prior 
 project audits and evaluations. A
discussion draft containing detailed examples 
supporting 

, 

thefindings in this report was sent to 	 the Agency on December 22,1987 To reduce the length of this report we have summarized
much of the detail fron, the discussion draft. These detailsare available in the above reports and at iInIG/PSA. addition,
we 	 also considered a 1983 audit report by the General Accboun ing
Office on the potential for 
improving A.I.D.'s deobligation and
project analysis processes (GAO/XD-83-25) which covered the
 same general area as Finding No. 3 of this report.
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The review of internal controls and compliance with applicable

laws and regulations was limited to the findings discussed in 
this report. The aud.t was made in accordance with generally 
accepted government auditing standards. 
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AUDIT OF A.I.D 's MANAGEMENT SYSTEM
 
FOR IDENTIFYING AND SOLVING
 

________________ PROJECT IMPLEMENTATION. PROBLEMS________ 

PART II - RESULTS OF AUDIT . . 

USAID had established systems for monitoring their project
 
portfolios and were identifying implementation problems.
 
However, USAIDs mission and bureau management were not always

taking a systematic and focused approach to problem solving as
 
was possible, were not effectively utilizing objectively
 
verifiable indicators as a part of their management systems,
 
were not using deobligation-reobligation authority as often as
 
they should and were frequently extending project completion

dates without considering whether there were more productive
 
uses for the funds.
 

Delegations of authority instituted during the past few years
 
have given USAID missions wide latitude in establishing project
 
management systems. There were excellent aspects associated
 
with these systems at individual USAIDs, and the systems

generally identified project related problems and provided a
 
basis for resolving them. Also, A.I.D./Washington bureaus had
 
taken several steps to strengthen project management systems.

Considerable attention had been given to project implementation
 
status reports and bureau portfolio reviews; the Bureau for
 
Asia and Near East had been particularly active in promoting
 
the use of data to manage projects.
 

However, the thrust of our audit was to identify areas which
 
had potential for improving performance in solving implementa
tion problems. While mission management systems were surfacing
 
implementation problems, there was not always prompt or
 
effective resolutions. Missions were not always utilizing

objectively verifiable indicators to measure progress against

plans, detect problems or slippage, ensure that project
 
purposes were being achieved or demonstrate project impact on
 
the targeted group or area. The Agency's system of managing
 
"ts deobligation-reobligation authority did not ensure that it
 
was used to its full potential. Also Mission Directors
 
frequently extended projects that were essentially complete or
 
had persistent schedule and quality problems without formally
 
assessing alternative strategies.
 

To address these problems, this report makes recommendations to
 
(1) issue guidelines to augment project management systems 
through tracking,and reporting progress made on solving serious
 
implementation problems, (2) require data management components
 
to be designed into projects and issue guidelines to ensure 
that quantifiable data are used in mission management systems,
 
(3) require missions and bureaus to systematically review
 
projects for deobligation potential and (4) require examination
 
of alternative courses of action -before extending project
 
completion dates.
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A. 	 Findings and Recommendations
 

1. 	 Increased Emphasis is Needed to Promptly Resolve Serious 
ImPIementat ion Problems 

MaIlage en,t sys t ,'_ d,-vi sd by missions to mon i tor project 
implementat ion were s u r facing problems, but there notwas 
a Iways preir , r effctL i ve resolution. Agency gui dance places 
respoiisibi iity )I tie bureaus and missions to establish project 
Imnage n:I)t s y ,:t urns thlat identify projects not per formini 
satisfactorily. We idellti fied iml]ementation problems in -he 
couItr = VI !it w) -Ii for years before11 ,i' I (<ciexi st:ed several 
being saticsfart i i ly esolve(i. In our opinion, many of these 
pr ' , tt,1' 'o~i ros' Ied more t ime l y i f m i ss i on 

t in "st em! het ter defined the probl em,ro je t I Ii :I'in I t ;It had 

cleary rX1 :- -i'i f)r ijv
:, ''C ii ty correct. act ion, doctmented 
ac t i 0 it I. t-rac.oed te problem unt il it was'! 


i
s( t 	 .f.. ].lc I.-oIem'; inmFnto I, -emsins prot 

~'oet IIt IIii oiass; h wvr jty Ficni ficant-c<;,fL ,, t ,%'Ic' a 	 forY ia; i1 ol fi a;IV .'c'rl: sv'oatf~', l V 

tr;ck i ,i rI ..t o a t ios,11s ta,1;, to reso se IotIs 
)r 	 i e1 L),1C IVUi 0 I,t 0 ) ;, t LI, - S n ien " o t 1PprebfAtI~ : <Lu in~ ' unbr'l-; : ,t project!t suIccess and] oroo]c the 

oVt-1 ) i ltTirot of A. I . ,. ass ist al(' . 

Recomii ridiation No. I 

We reco m mend thaot the Assi stant Adrri ni strator for Program and 
Policy CoorJ i nat ion

a. 	 augment the b(,asic precepts for mission project moni torinq 
and portfolIo oversight systems in Handbook 3, Chapter l1E 
t in, , iff I nd luti ion impl emontation1111 i h-nt t ion res of 
pr ob ems wh i cI t ir e t. e i t IiIe at t a i ri me ri t- f project 
(-A)jec i V':; , ,Iri 

b. 	 amoiiO ta:,ii.vi . I4 , I (laIr t: r 1 i sIp:IIi fIc 
gUiu tII ( .)I	I 1l2 f tI i t iI I I ilI r s oI tit I n of Il b r ,tobers , 

t m dl~ve I- n t c'ausesf4plan 	irng f-[ ni ! nij hasis <>il ( 1 ) npi the, rout> 

(2) o.t Ll iiii, re<.o - hi I i. for t r1kiiq correct Ave 
act ion(, (m) u(,)r r1 and report 1ii ug on acti onI t aok.iIr a n 
results f 1ii flvI toI r vye pro)ems, (4) t Iac:i n probl ems 
untl I I:olv,'dI,th Ind I (I ) fc(r('iri rfs lut inn of 
1 Oln stan l-e 1 1dl ems1 o documllnrit i nc the for0r reasons 

no r ro,!35 i K
 

D i s c u s 1 

A. I .b. devotes a large part of it; o f tort and funds tr the 
design aid i mpl me-, tat i on of proj t ts to foster qrowth an( 
developm ent i i Iesser de] I oped count i-i os. These> Projects are 
highly suscepti1 e t-o i inpl eient at i on probiems wh i ch can I i mit 

-5



their success or result in 
failure to reach planned objectives.

Many of these problems are endemic 
 to conditions in under
developed countries while 
 others result from 
 A I.D. 's own

operational procedures and practices. 
 For 	thesp reasons, it is

critical 
that the Agency have effective systems in place toidentify 
 anu solve project problems quickly so t ha t the
devel opmen tal impact of the Agency 's multi-b11 ion dollar 
1nvestmunt in froject assistance can he maximi.zed.
 

During the past 
few years the Agency has adopted a decentralized 
man"r, ,ment st ructtre whi cl pl aces respons ii ]ii y for 
establishiny project monitoring and portfolio oversight systems
on tUP Lii, s and, in part icular, the missions. Handbook 3,
chapter .1 , "Project Mon itoring', stipulates that these 
mnaient; systems must satisfy the followinq six qeneral. 
precepts: 

Oo 	 Ono borrower/grantee compi i ance with A. I . D. policies,
procedures and regulations; 

ensre t, timely adi coordinated provision 
of A.I.D. (and

other) financing an or inputs;
 

suppor t tie borrower/grantee's efforts regarding the

effective utilization of resources and accurate forecasting
 
of future problemis;
 

identify ilmem-1,untrition issues and projects not performing 
satisfactoril]y;
 

collect data and information for sulsequent A.] .P. project
analyses and develop a historical record of implementation
for the official A.1.!". project files anni 

--	 prepare periodic reports for mission and/or A.I.P./
 
Wasih rid tOin I etVi
OW.
 

W 	 foulij: t 11 t rr N-la I #.Mtt system:E did,3 nc t effo t ivelyV pf ine,
document, track arid re ve prob ems ari] tha2t gUi d(- I i ne0s were 
lacOr g o.m er sn
ti.h , ;,. i<n-t ,m of proiem: snIvii. rly-, t,. 

Mariagem t y t i s s iP(IN - M i.< i os we, vi r i:t t1,.1ladopted a 
va Kif cf f (, M"I: 1 I f ] f , lh, 1I rlnt litn(;f,ifli lt t; ""."t ,lEi.!i , t I c ,nI ! ract iC r s 
to ;ftui fi I I f,h It 1 t, or rJ rec)iep t s . ,Ii .n onit rit systems
Yte~IN d1l 1 1t0"lya U . A I. nVrn n iWn r:- tn 1 ; tf fr!". llle.s 
we dent if i ed duin a th e au]it . 11owever , t he sys t ors were not 
(i0,'. j3 e t ( C I on 'd f i iY' i n <;, ap;';riQtSKsIn rerr n ih i I i t for 
corrct i y act i,s, document act ioar taken, apd t ra(k ct ions
 
Utniti I t . Ii env re,
I 	 "o. 001v>cn.
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In Kenya, the mission had adopted a variety of procedures,
 
including quarterly reviews of projects. However, the various
 
review mechanisms did not include 
a formal system for follow-up

on problemos identified during prior reviews. Each quarterly

review was discrete and unresolved proble:is from one review
 
were not necessari ly on the agenda for the next review. When

probloms were surfaced as "issues"; they were not clearly

defined or resolved in a timely manner. We noted three
 
projects where problems had 
not been resolved four years after 
they had been identi fied. Pesponding to our findings, the 
USAID agreed to issue a mission order detailing the operation
of the portfolio review process which included mechanisms to 
systematically document, report and follow-up on progress

toward reselving major problems.
 

In Honduras, t I.U USAID' s monitoring systems generally
identified problems, but it was difficult determineto exactly
what actt ions had been taker to resolve them. Therp was no 
documentation linking critical problem idenit ifica:ior, with
 
ccrre'rt ive actLi '. '.any pro(blems exi sted for 3 to 5 y'cars

after beoming known because 
of the absence of a fornal
 
trauki'rn and report ing system, fLat focused attention on
 
problems and] documented the actions taken to correct them. As
 
a res tl , it wa -":,c ahwt'l'Iclear what speci fic actionis wnro
taken or what the r,_sulnt,f had been. Al though the mission had(I
several i ,h:,m Lys tp.ro to proj(ctoversee imp]emen fat ion,
the systc :. were nItV des ined to track, report or eventually
 
assure ri, , of critical problers.
 

in 1hailand, the mission had not issued overall guidelines on 
proj (UcL MfOL, rii systrms ail had not establ ished a 
requirement to document the 
cause of problems, actions taken to
 
resolve tiler and( result!s achieved. flowever, officials in the
mission's Office of Project Development and Support told us 
that rquird were by them durinmactions noted implementation
reviews and foilow-up was conducted to see tat tnese act ions 
were taken,. hweve, revi ew found,vr, our a number of projects
which hald problems causino little implementation progress 2 to 
3 years into the project s' life. These problems hadl not been 
reported or had been downplayed in project implementation 
stalus reports. 

The miss ion in Liberia had not issued a mission onorder 
monitoring systems for overseeing 
its portfolic of projects.
The annji t foun( that pro)lems wore net. re]lve(] in a timely 
manner because the mission ma;n(ement system did not i dentify
remedial actions to b, taken, desi gna t n responsib] parties,
establ ish timeframncs 
 oa provide for systematic follow-up. 
Serious ironl e,( 1111001 years the beinocet [or witlh f ffectlimited or nonachievement of project purposes. 
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In the Philippines, the 
 USAID had issued mission orders
 
out lining the project management system and establishina
responsibilities for 
each organizational level. The 
 formal 
project monitoring system appeared to be e a 

JT:Jfurrd.ue 
 nte7However probl1ems were frequnl no

Iexplained making it difficult 
 to track them through the
mission's project implementation status reports. On one of the
five projects selected for review we noted that very little

appeared to have been accomplished almost four years into theproject's implementation phase. Based upon an 
 evaluation
 
report the mission was redesigning 
this project and considering
 
a deobligation action.
 

Insutficient 
Guidelines - We recognize that implementation

problems are to be expected when working in underdeveloped

countries and that resolving these problems can sometimes 
be

delicate and time consuming. Nevertheless, missions could more

rapidly, resolve many implementation problems 
 if additional
 
guidelines were established emphasizing mission 
 management

systems which define, document, track and resolve problems.
 

The precepts outlined Handbook
in ., Chapter 11 for mission
 
portfolio oversight systems make mention of
no establishing

procedures for resolving problems. Handbook 3, chapter 
 11
 
states that, when problems are identified which the borrower/
grantee is unable to quickly resolve 
itself .. . it is, of course not to
enough, 'observe and record' such problems.

Rather, efforts must made assist the ofbe to in resolution 
such problems whenever possible, i.e., to accept an additional
 
measure of support or implementation responsibility". Thus,
the Handbook indicates that mission management should take anactive role in resolving major implementation problems.
 

The remainder of 11
chapter (Project Monitoring) makes little

reference to either mission 
or project officer roles and

responsibilities, or procedures for 
 . resolving serious 
implementation problems.

and 

Some reference is made to identifying
resolving problems through site visits and 
by project

status reporting. However, 
 the guidance is brief and is

basically presented as a suggested format for missions to
follow. Additionally, 
due to staffing limitations overseas,

site visits apparently were not made as 
frequently as needed
and the results of those visits made were not documented as
well as they could have been. As discussed in the "OtherPertinent Matters" section of this report, we -also did not
believe that project status reports were as useful a management
tool as they 
 could have been. Our detailed analysis of

information contained in project 
Implementation status reports

for several projects in Liberia and Honduras demonstrated theywere not being used effectively as a means to identify and 
track problems to resolution. 

http:JT:Jfurrd.ue
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Bureau Guidelines We were unable to identify additional
 
guidance issued by the geographic bureaus amplifying the
 
project monitoring precepts established in Handbook 3, Chapter
 
liEl, but the geographic bureaus had issued guidelines for the
 
reparation and-- submi ssion-of--project implementat-ionstatus--- T 

reports.. However, the guidelines did not provide for 
establishing procedures to define serious problems, and 
systematically track and document actions taken until the
 
problem was resolved. The most recent guidelines issued by the
 
geographic bureaus for project status reporting did not require
 
follow-up reporting on the status of problems identified in
 
prior reports. (Prior guidelines issued by some bureaus did 

require follow-up reporting.)
 

With the high degree of decentralization which presently exists
 
over portfolio monitoring, it is desirable for the Agency to
 
establish a clear requirement for problem solving at missions.
 
If the Agency monitoring system is to provide uniform control
 
worldwide, the Handbook must cleari.y delineate the minimum
 
requirements mission systems must meet. Otherwise, the systems
 
will provide uneven control and important areas might not
 
receive the consideration they deserve at some missions.
 

Three Ways to Improve Project Management - One of the key 
elements of a problem solving system is Identifying the root 
cause of problems. Without a sound understanding oE the root 
cause it is difficult to gauge the seriousness of a problem or 
how to go about resolving it. For example, one of the critical 
problems we identified during the audit concerned the failure 
of a host government to provide budgetary support to its 
projects. If the cause of the problem was slow or cumbersome 
host government budgetary procedures the problem might not be 
too serious and, hence, require little action by the mission. 
However, if the problem stems from the government's inability 
to fund the projects or its lack of desire to fund the 
projects, the issue becomes much more serious and takes on a 
whole new perspective for resolution.
 

It is also important that the problem solving system document 
actions taken and track implementation problems each reporting
period until resolved to minimize the lack of continuity which 
stems from frequent turnover of mission personnel. It is not 
uncommon for a project to have one or more project officers 
within the space of two to three years. Without good project 
memory, the capability to effectively deal with major

implementation problems becomes more difficult. Without good
documentation a new project officer will not be knowledgeable 
about existing problems, how long they persisted, their causes, 
and what actions were planned and taken. In this regard it 

. ! ,. . ., , . . . ... .. . . . . .. . 7 -. .. . . r. : i 

,:i~g . = :I:III/S. AR 



should be noted that at nearly all the locations visited, our
audit teams experienced difficulty assessing actions 
taken anti
 
results achieved because of inadequate documentation on file

for the period from problem identification to eventual
 
resolution.
 

*Finally, problem solving systems should lead to resolution as
rapidly as possible. Prolonged implementation problems

substantially reduce the potential benefits the projects could

have on the intended beneficiaries. In several of the projects
 
we looked at, it was readily apparent that the outputs would be

less than 
planned because problems were not resolved in a
 
timely manner. Prolonged implementation problems also oftan

resulted in delayed delivery of project benefits. In Honduras,
 
seven of eleven projects audited had their completion dates
 
extended by a total of nearly 25 years (the other 4 were less
 
than 3 years old, but they were behind schedule in meeting

their objectives). In Kenya, seven projects selected for
 
review had their completion dates extended by an aggregate of
 
nearly 13 years.
 

Conclusion - One of the major defects in mission project

management systems was the lack of 
focus on timely resolution
 
of implementation problems which threatened the attainment 
of

project objectives. To focus on resolutions, we believe
 
Handbook guidelines should be augmented to require mission
 
management systems to identify and 
define problems, assign

responsibility for corrective actions, document actions taken,

force resolution of longstanding problems and track problems

through resolution. This will result in increased focus; more

timely action and closer control by bureau and mission
 
management of project officer's performance.
 

Management Comments - Agency management agreed that guidance

should be reviewed to assess whether it 
is adequate, clear anr3
 
readily accessible.
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2. Mission Maraement Systems Should Make Greater Use of 
Objective].I Verifiable Indicaors toTroTectsMonitor 

Missions 
 were not always ut ilizinq object i vel y verifiable 
indicators to measure progress agairist plans, detect problems 
or sli ppage, elsurt t';at ipoject purposes were beiln achieved 
or demonstrate proi.ct impact on the tarqeted group or area. 
The )ouI, ign Assistance Act re(quires A.I .D. to dev p aF

management system that i ncl udos quantitative in,]icaors for 
measurin q rogress toward dofinud object ives. There were 
severa] fea.'ons why data was lacking to verify project progress
an" impi,, t . Tie lrincJipal fact or wa'< lIck of a pol icy
requli r ii data maLagment co:ponent s to ho des iqned i nto 
projoct. ar tilE (or'c): i t ao t provi Sior of lesources to make the 
component s work . Without t he data requi red to measure project 
peurfuranc,, A.] .1). wa(iqri s dii ncr have, tho e"pir icr, basis necessary t' dot oct prolems quickly.., ensure tint the- project 
purpose wL' I achieved demonst rate,:, and the imart of 

ro] ec t. 

Recomrmelia io11 NO. 2
 

We r mcmend tMat the A:sist-ant Admini straItor for Proqram and 
Policy Coord:i nation issun a statement to bureaus and missions 
affirm ing tihat a!l 
 r,'joct designs include reasonlable and cost
effect ive data management corlpononts and that funds and 

nl i:'
porS ' her, tw r:,.imke the corporolit s via,:] . 

Recommendation No. 3 
We recommeri t:ia t the Assista int A(Iin i st ratnr for Proqram and 

Policy Coordination modify Handbook 3, Chapter 3, 
"Project

bevelopnent, Ai l ysis and Presen at ion" ',to provido quidanco on:
 

a. th1 (2te uSe_ of sp (" i c riart in1 Pro( fct Ani',rtt s wh.n 
cO isi(i(re'" c("'c',ssarj (' P": i t imt cop rot iro (n ' 'rnr' nt! 
and A.I .1U., art inilm o in the gat heri nq "f I ,us I irno dlt a
I) e'f(r t2 I ,-i (-t ,I ,t I V i tyt, , ( I I t I"'-I, rrwr ,i w e Il t" 

periodic] lly durilmu it h Ilrpfl!'m 'nt at ion /m,r i(Ad, ow:' 

L. usirhj cunit iout (i't o1 work ton)I E I out rr o ' ( -('(loI e f
in qatherine data, i ncorporaL ni nt ,rim enhnr intoks 

a nual I work ph l, an] rqu ini inq report i "of p'rogress 
aga 1inst benichmiarks in progress reports to liissions.
 

JRecomnfldeiiat i i No. ,1 

We recommI'ld t nat the Am itant Adr ii st rator for Proqrainr anr 
Policy Coordi nation coinsolidate in rl;tevd chapters of Handbook 
3, by cros reference to t hie new ova] luat idilandbok, nul danc, 
that:
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a. 	 clearly defined objectively veri fiable indicators, either 
quantitat i vc or qu"l itat ive, be inc luded in project papers 
to measure progress tciwdr(l the project purpose or goal (end
of I-),rojct ;tgit u,;) ,i-,Id :htIa i nterin, I enchmarks be reoui r d 
to measur i er in. proress,1" 


b. 	 each li, . huit inclule cost effective data manaqoment 
componenri t s , nIn 

c. 	 eac I 1 '',j(,('t ,i f, g prov i d for a data manaqement 
specialist for projects with information components
 
requiri nj special ized expertise. 

Recommendation No. 5
 

We r cr;;enJ tlat the Assistant Administrator for Proqram and 
Policy Cooriinat ion modi fy Handbook 3, Chapter 1 , "Project 
.cni t(,I- i rnlq' to ! rn vi i, gui,-elines for: 

a. 	 incorporat i n( performance data generated throuqh the use of 
q"uzt 1 fain ] i ndicntily 1" prio]ect officer mrn i t-rin 
systems, 

V. 	 elnsul i , t ht Prc("I "5n repr t s f rom h Ct government mdI 
technical ass i 'tance teams report on progress aqainrt 
lnd c'cat ,-ras, i,,' l ,n: i r.tr ocrlmin bW r :rrk, 

1iznI ptf.rmenice 

repaort 1 5; ana , r r 1mii r nagore::eit s;ters, ndi
 

c. 	 ut ziu data in prnject implementation status 

d. 	 requiring prot'ct o f f i cars to per iodiral ly asse:s the 
rL evanc, of quiai Iird l lltax 2,; r'-qcoc: t irn!; charno'' 
and more rei l i st i c tirqvts becme ap alrert ind dnrtment an'y, 
dcic 11 , 'y A. I .1'. 'i the (i ow11, (w ont tt ;M iust 
the 	 inoicators, as th- ,asis for sulut-luant ini;t-r,, ntation, 
Di 	 t (l1 hg i5 'AV I lt 1 (1. 

Di siclrss 1 'f 

One nof the pr i nu 11)" 1 tools Agency managers nod to assess 
project ,r()gres,. ;, rajpidly detect pro1lem areas or sI ippaqo, 
f, . i t it the de, 5isi(11 mik inq process for resolvin: prel E],iS 
ai( de.'r')onst ra't . tli(. p, ct of prino s, i s per fo"A nr'" dthi iiiflp 	 ri-t 
(jI e I1 t s t gi, itA ]V'a ( W Yi 	 'lviwVe1' f elf i rdiu , r! 
( id ait ( a)). In hM q (NV nMynr " I r c an i ,a0 ny 	 r t ag n,(-'ie-n i P ,,I,Vt trn

-'fj-!1,ut 2 I , ! , I I' 	 I ) , p o l f (,I Ir o . ,|tIcr, ,i I'1 It #,! t 
re I 1 l "n ft-,Av J y i ( ( ii ()n ,ok i ig. I f A. I .1,. )o-,I, t wre 
( 1Jul it- I V. I f 1, ly]f o I 0(h,I ! i IM ? K " ! a W 

nd J'iti I n' ,lt ';ez (i"f s ; ] 1Iv(appr Ti(J.) 1 i w r, I f'ss t P1c( r' "sn. .' I 
gre. tly fo(1 I t~a', 0. (he 1:0lii t fi(a l ef in,i t 1r; Mf tore s 
UUP"il J I ii:;eet l . ) 
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The Foreign Assistance Act (FAA) requires the development of
 
quantifiable indicators 
to measure progress towards objectives
for United States foreign assistance programs. Section 621A(b)
requires A.I.D. to ". . establish a management system that 
includes: the definition of objectives and programs for United 
-Sta"te-i fofreign assistance; the development of quantitative
indicators of progress toward these objectives; the orderly
consideration of alternative means for accomplishing such
 
objectives; and the adoption of methods for comparing actual
 
results c0 programs and projects with those anticipated when
 
they were undertaken."
 

For bilateral foreign assistance projects, A.I.D. complies with
 
the FAA mandate by devising indicators to measure the progress

of its projects. Indicators are expressed as a unit of measure
 
along with a target statement of the desired results. While
 
indicators can be either quantitative or qualitative,

quantitative are desirable whenever practical. Indicators can
 
be devised to measure progress toward a project's purpose (end

of project status) and its inputs/outputs. It is also feasible
 
to establish indicators for project goals, but at that broad
 
level the relationship between project activities and the
 
desired results is less direct. The indicators are usually

contained in the project paper logical framework. We found
 
that indicators received insufficient attention in project

design and mission monitoring systems and that data management
 
systems lacked policy and guidance on their use.
 

Indicators Received Insufficient Attention - On an agencywide
basis, there was considerable room for improvement In the 
gathering and use of data in project management syctems to help
monitor performance and demonstrate the Impact of projects. 

The quality of indicators in project papers varied considerably

from mission to mission and from project to project within the
 
same mission. Generally# indicators had been devised for the
 
easier to measure areas like project Inputs and outputs.

However, Indicators that measured whether project purposes 
were
 
being met were either nonexistent or had been superficially

treated. Also, project designers failed to establish interim
 
benchmarks for the end of project targets. Project officers
 
could have detected problems or slippages much more rapidly and
 
precisely if interim benchmarks had been established to measure
 
progress toward long range Indicators.
 

Another frequently encountered shortcoming was that baseline
 
data was not gathered at the start of a project activity.

Further, data was not periodically gathered as implementation

proceeded so that progress could be measured 
against the
 
baseline. The lack of baseline data seriously affecteO
 
subsequent project evaluations and limited the ability of
 
missions to demonstrate the impact that projects had on the
 
target group. (See Exhibit 6 for Handbook 3 Chapter 12 polic-y
 
on evaluations.)
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Annual work plans for the project also did not report progress

against targets 
because initial or periodic data were not
gathered. In this regard, interim benchmarks would be an
excellent technique monitor
to progress achieved against
targets in the annual workplans. 
 Periodic progress reports to

th -UA~ fo-tehs governmen-t- othe technical1, assis t'anc-econtract 
team also did not always use indicators In reporting
 
progress achieved.
 

Finally, the project implementation status reports prepared by
project officers 
 for use in mission and A.I.D./Washington

bureau portfolio reviews did not effectively track progress

achieved against indicators; although, to a varying extent,
they did address progress achieved against some of the planned
indicators. 
 The following examples illustrate mission

practices with regard to indicators.
 

In Liberia, the four projects reviewed revealed that the
mission generally used indicators to monitor project inputs anO
 
outputs. However, USAID/Liberia did not use indicators at the
project purpose level to measure progress; consequently, it

could not determine 
how well the projects were achieving

overall objectives.
 

On the six projects reviewed in Thailand, we found that In some
 cases indicators had been developed. However, where they were,

they were not effectively used to monitor, report or 
control
implementation. In cases
most conditions 
that would indicate
achievement of purpose were
project expressed in qualitative

terms without quantitative indicators, 
interim benchmarks were
not used and no reporting system existed or required reports
were not being submitted. These conditions effectively negated

the mission's ability to assess project progress.
 

In Honduras, 
a review of four projects indicated that the

mission had done a good job of establishing objectively
verifiable indicators and had adequately planned to use the

data. However, 
because the projects were relatively new, we

could not assess the utilization of the performance indicators.
 

In Kenya, five of seven projects selected for review of
indicators 
 showed adequate use. However, no objectively

verifiable 
means existed to assess progress for the other two
 
projects.
 

In the Philippines, 
five projects reviewed showed weaknesses In
the use of indicators. For example, on of the
one projects

the grant agreement and contracts did 
not specify that data be
gathered. No provision 
was made for gathering baseline data

and no data was gathered at the start or during the project.


not used
Data was being to measure project progress. In

another, the conditions 
 that would Indicate the project's

purpose had been achieved were all qualitatively stated, and
 

....!
 



there was no means presented to quantitatively measure
 
progress. Another had collected no baseline *ata and no
 
provision was made for gathering data relative to the problem

tl-.- project was to address.
 

* --In- Niger--the -mission-- used- i'dctr ad-- -- r 'e h~r' t0 
measure progress in providing inputs and outputs, but not in 
achieving project purposes. The mission assumed that by
meeting target outputs, progress would be achieved toward the 
project purpose. However, the audit showed this assumption was
 
unrealistic, given invalid design assumptions and other
 
implementation problems.
 

Lack of Policy and Guidance - The missions' failure to make 
better use of empirical data in managing projects is 
attributable to a lack of clear overall policy regarding use of 
data in managing projects and to fragmented and inadequate

guidelines on project design and monitoring. A.I.D.'s policy
 
on designing and funding data management components in projects
 
is unclear. Guidelines on generating data to assist In project

management are fragmented throughout Handbook 3, training
 
course manuals, evaluation guidelines and cables put out by

individual bureaus. Also, we were not able to identify any

policy guidelines which specifically required project designers
 
to plan and fund data management components. We discussed this
 
lack of a requirement for data management components in
 
projects with officials from the Bureau for Program and Policy

Coordination (PPC) and the geographic bureaus. Most agreed

that lack of an overall policy was the major reason behind the
 
Agency's poor performance with regard to generating data to
 
manage projects.
 

The spotty mission performance we found in utilizing data to
 
assist in project management Is attributable to the lack of a
 
clear policy requiring data management components to be a part

of the project design. The instructions which have been issued
 
seem to imply that projects should generate data to assist in
 
managing? however, a strong requirement to do so was missing.

This, partly explains why data management requirements in
 
projects range from poor to very good.
 

PPC has recognized the need for fhe Agency to improve its 
use
 
of data as a management tool. The April 1967 Evaluation
 
Handbook revision contains a reL-uirement that all projects

Include an information component (information plan) that will
 
provide the data necessary for monitoring And evaluating

implementation. This revision states that the best way to
 
ensure that data for monitoring and evaluation are collected
 
and analyzed is to integrate data management activities Into
 
the overall design and implementation plan. We endorse PPC's
 
Evaluation Handbook revision. However, we doubt that 
putting

these requirements into the Evaluation Handbook alone will
 
produce the desired results. An agencywide policy regarding
 



data management is necessary. Additionally, the information

plan PPC envisions is silent on what must be done to make
 
indicators a viable management tool.
 

liandbook. _3 slakedguidance-.for.-the- design -of -data"manaaement---
requirements in projects and the utilization of data in the

project officer's monitoring system. Handbook 3, Chapter 3,
"Project Development, Analysis and Presentation" provides

limited guidance for desig!ling projects so that they generate

data for managers. Section 3B1 of chapter 3 states that one of

the basic design tasks in project development is the ". 
exploration of approaches to be used for overseeing and

measuring results achieved by undertaking the project

(management, monitoring, and evaluation aspects)." 
 Section 3B5f
further states that it is "i . imperative that monitorlnc be

planned during project development, particularly if periodic

data collection is envisioned, and that monitoring plans an
reporting requirements be agreed with the B/G (borrower/

grantee)."
 

The remainder of Chapter 3 gives limited 
guidance to desion
 
teams for planning the information requirements of either
 
project officers or evaluation teams. Superficial information
 
is presented on data collection and analysis and for developing

a monitoring plan. The elements of an evaluation plan are
 
discussed in somewhat more detail. However, 
the details to

make information planning more effective ore lacking, e.a.,

designing Indicators at the project purpose level, 
developing

interim benchmarks for all indicators, planning the use of
 
covenants 
 to ensure that data Is collected, assigning

responsibility for collection,
data budgeting for data
 
collection, etc.
 

Putting indicators into a project's logical 
 framework Is
 
meaningless 
unless plans are made for utilizing the data to

monitor and make decisions. Project designers should plan for

gathering baseline data and for periodically measuring progress

against the baseline, and determine how best to Incorporate

this information into the project 
officer's monitoring plans

anI the 
 mission portfolio management system. Additionally,

essential to planning for a data management component Is the

provision of funds to 
 make this component viable. The

collection, processing and of data
analysis performance could

be an expensive undert3king in certain projects. Project

designers must develop reasonable and cost effective components

and budget for them in project financial plane If data
 
management is 
to become a viable part of the project management
 
system.
 

HandbooX 3r Chapter 11, 
"Project Monitoring", likewise could beimproved to better present guidelines and criteria to project
officers for utilizing data to monitor projects. Section llE2a 
states that ". • a good monitoring system requires the timely 



collection of management information." However, scant direction
 
on utilizing performance data in the project maagement. system

is given. Chapter 11 gives 
no further guidance on incorporating

performance data into project management systems. The chapter
does not ._require -_that__ proj3e-ct, ,-moitodng.,systems measure-,-..
progress against indicators. Reference is made to PPC's

"Manager's Guide to Data Collection"; however, this publication

primarily addresses collection methods 
 for use in project

evaluations. No further instructions are given which address
 
areas such as gathering data to monitor whether 
the project

purpose is being achieved, putting interim measures of
 
performance in project annual workplans to progress,
assess 

utilizing indicators in the logical framework, reporting

progress against targets in project status reports and

adjusting quantitative targets situations
as change and more
 
realistic goals are apparent.
 

Conclusion - Failure to generate data on project performance

and incorporate it into the project management system can
 
seriously curtail a mission's capability to measure project

progress, identify problem 
are s, quickly and reach informed

decisions. Managers at the project officer and chief
sector 

level may have detailed knowledge of project problems, but this

does not assure that 
serious problems and failing projects are
 
communicated to the Mission Director and 
bureau officials so

that greater pressure 
is brought to bear to take appropriate

action. Additionally, there is particular need for 
gathering

benchmark data to facilitate the periodic evaluations that
 
assess progress 
 and identify problems and unproductive

approaches, and also to enable A.I.D. 
 to demonstrate to

Congress and the public that U.S. assistance efforts are making

a difference in alleviating development problems.
 

If the Agency is 
to more fully comply with Foreign Assistance
 
Act management system requirements and improve its capability

to monitor projects, it will need to improve the use of

performance data. A clear agencywide policy on designing 
and

funding data management components in projects needs to be

articulated. Handbook 3 should be amended to this
reflect 

requirement and provide design teams 
with criteria for planning

these components. 
 It should also be revised to ensure that

project officer monitoring systems and mission portfolio review
 
procedures incorporate performance data obtained 
from measuring
 
progress against indicators.
 

The need for more detailed guidelines in the Project Assistance
 
Handbook is particularly desirable because of 
the Agency's

highly decentralized 
management structure. Currently, most
projects are being designed, reviewed and approved in the
 
field. Consequently, if the 
Agenny wants greater assurance
 
that objectively verifiable indicators are used to manage

projects and recEive proper treatment by all missions, more

definItive guidelines need to be developed and implemented.
 



Management and Inspector General Comments suggested that-PPC 

wording of recommendation No. 2 be changed to reaffirm that all 
project designs include reasonable and cost effective data 
components. . . . The recommendation was revised accordin gly . 

am'ee 
 required by

recommendation No. 3 are too detailed, that there is no way 
for
 
designers to forecast, with sufficient precision to build such
 
a requirement into project design, exactly how the technical
 
assistance needs of the project will be contracted. PPC
 
believes the assigned project officer must determine how best
 
to assign roles for data collection and analysis.
 

Office of Inspector General Comments - The recommendation is 
designed to focus attention on various techniques for managing
data by the use of covenants for data gathering and scopes of 
work for establishing contractor participation in progreds 
assessments. These should be used as warranted but Agency
 
guidance should emphasize their use in managing projects. We
 
have added recommendation No. 4 to cross reference related
 
chapters of Handbook 3 to the new evaluation handbook.
 

Management Comments - PPC concurred with recommendation No. 4 
(now recommendation No. 5) with the exception of section (b)
and the wording of section (d). It is believed recommendation
 
(b) is too specific and restricts project officer's ability to
 
exercise judgment on reporting. Section (d) needs to be
 
reworded to reflect that the project officer does not have
 
unilateral authority to adjust ploject targets.
 

Office of Inspector General Comments - We do not agree that we 
are restricting project officer's judgment. We are focusing
his judgment on areas that require reporting if the project is 
to be effectively monitored. We have revised section (d) as
 
suggested.
 

-, :
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3. 	A.I.D. Should Increase Emphasis on 
the Use of Deobligation-

Reobligation Authority.
 

A.I.D.'s system of managing its deobligation-reobligation

authority did not ensure that 
 it was used. to its _Ju
 
p-an lai. OOd management of the authority 6
dictat 

eutablishing detailed that 	 when
criteria specifies the
 
authority should be used and requires systematic reviews to
 
surface applications of the authority as part of the regular

project portfolio review process. However, such a 
management

system was not employed. The Agency had 
issued very limited
 
criteria for using the authority and had not required a
 
structured forum to identify, quantify, report and review
 
deobligation situations 'through a mechanism such 
as the regular

portfolio review process. Therefore, not all missions and
 
bureaus systematically and consistently identified potential

deobligations. We estimate that if all 
 missions adopted

aggressive programs, deobligation-reobligation actions could
 
increase by as much as 0- million annually. 1/
 

Recommendation No. 6
 

We recommend that the Assistant Administrator for Program and
 
Policy Coordination:
 

a. 	 in coordination with geographic bureaus assure that
 
guidelines are comprehensive enough to identify and
 
encourage the use of deobligation-reobligation actions when
 
appropriate (potential deobligation situations shown in
 
Exhibit 4 of this report should be 
 included in the
 
guidelines),
 

b. 	modify Handbook 3, Chapter 11 to require missions and
 
bureaus, during portfolio reviews, to surface potential

deobligation 
situations and highlight these situations in
 
project implementation status reports and
 

C. 	establish a system to gather maintain
and 	 the same

information on deobligation and reobligation of no-year
funds as is presently done for annual funds to facilitate *' 

-analyses 
 of how well the Agency utilizes the
 
deobligatlon-reobligation authority on a worldwide basis.
 

I/ 	In fiscal year 1988 the Office of Management and Budget has
 
established that the budget authority ceiling will apply to
 
the deobligation-reobligation authority in the same 
way

that it does to newly appropriated funds thus limiting

A.I.D.'s use of the authority to the $25 million level.
 
This likewise will apply to fiscal 1989 if Congress approves

the 	Administration's request for thi authority. 
The Aqency

plans 
to appeal the limit on the basis of foreign policy
considerations. This limit, if It stands, will impact on 
implementation of part (a) of Recommendation No. 6 below. 



Discussion
 

Deobligation-reobligation authority a
is valuable management

tool. It allows the Agency to take excess funds or funds from
 

..... 
 them -to-m . pmarginalZ'oduprojoretrSe. -ansfer-

If used judiciously, such authority gives Agency, bureaus and
 
missions more flexibility to manage their programs helplnn
 
ensure that limited funds provide the most 
impact.
 

The Agency has two types of deobllgation-reobligation authority,
 
one dealing with no-year appropriations and the other with
 
annual funds. No-year funds can be deobligated and reobligated
 
as necessary until they are fully expended without special

authority. On the other hand, deobligation-reobligation

authority for annual funds must be granted each year in the
 
Appropriation Act.
 

In 1981, the A.I.D. Administrator announced that, in keeping

with the President's orders to eliminate 
 waste and
 
mismanagement, he was terminating 
or reducing some A.I.D.
 
programs and that others would be redesigned. The Administrator
 
noted that, 
in the past, most savings had occurred only when
 
projects were completed and had not consumed all the funds
 
originally budgeted for them. He indicated 
Lthat failinq

projects too often had been 
continued rather than terminated.
 
In 1982, the Administrator reported to Congress that he had
instructed all bureaus to review their projects 
at least
 
semiannually to determine if they progressing
were properly.

If not, they should be redesigned or terminated.
 

In 1983, the Agency requested limited authority allow
to 

USAID/Cairo to terminate projects that 
were not progressing ano
 
to transfer the funds to more productive areas. Instead,

Congress granted A.I.D. 
a blanket authority applicable to all
 
annual funds. The Administrator heralded this event by sending

an agencywide cable stating that Congress had now provided 
the
 
Agency with authority to manage its portfolio in a more
 
professional and businesslike manner and that he 
 firmly

believed A.I.D. should make the most of this 
opportunity.

However, the Administrator gave no guidance 
per se on what
 
situations called for deobligations.
 

Handbook guidance on when to deobligate was mainly

financial rather than a project management nature. 

of a
 
Handbooks 3


afid 19 provided that funds were to be deobligated when it was
 
clear that the amount obligated by the Project Agreement

exceeded the amount required to finance 
 the assistance
 
contemplated in the Agreement. 
 Handbook 19 also indicateM1
 
that, when project implementation had not progressed on
 
schedule, consideration should be given to renegotiating 
the
 
agreement and adjusting the obligation downward as required.
 

Further guidance on when to deobligtate was provided In
 
correspondence frow Administrator the
the and Bureau for
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~	t£imeis thereewer-e gener'al statements. concerning' the nei'ed t~o - s t o p "  i:: 
projrects that.weree.poor per formers ; prjct hoepupsen 
lo:ngeri.: :with, priorities;,. p r o j e c t s " .not! ?coincided A e cy. " .. .. .. " , 

consis..." tent: with, existing .plans, policies, .and:: objectives ; ' 
!projects: not performing a'ccording. to plan; projects which :were
 
marginally productive; and projects going off course that were
 
no ,longer effective. Only .portions. of this guidance were in"
 .!effect at. any one time because theguidance changed from year
 

toar. y s a result, deobligation authority was a p r n l

underutilized because .management systems were "not organized to 
assure that the authority was, used when appropriate..-. 
Underutilized. Aut'hority -. While manpower .limitations as well .as" 

. !.the. subjectiveness of any deobligation :determination prevented 
:: usl from developna firm estimate of .how much, d e ob l 'i gai 
. ,potential existed. agencyWide or at any-particular. USAID,: our-" 

analysis of deobligation-reobl.nAtion statistics .maintained by 

: the Agency..indicated the: authority" wasnobegusdial 
...appropriate situations.- Exhibit 12 shows that, during the first

-ii-::"	four_ yars the, authority was available, o0ver halfl the :USAIDs:. . 

that jwe :expected1 would4',4 had41 1 ' A '44tousthatory /4 44-,4 4J4i~ !iii~ have occasion 

:in inormal operations--either ddnot iuse-the authority :orl only :
 

usei toreoup residual .funds at project! co mp let ion . -It is"
 
unl-ikely that more than half. of such USAIDs ieither had no . 
troubled projects which should have ihad :funds -deobligated orha 	opoects with funds in excess :of needs.:-


Ehbt2 identifies. several missions which-hdreaivl 

...active deobligation-reobliqation. programs (Egypt, Inonsa,

ii.: 	 Ph-ilippines, :Thai land, Kenya, and-:Jamaica). These six missions 

deobligted anaverag 4.1 percent, of their total "development .. 
fnsduring the. period. -Had .all ... countries in Fxhi "2 

.	 ?.i!deobligated similar-percentages:, deobligations would have
 
,~iit;iincrea.3ed, by, $279 million over the four years ,(about 070 million
 
pe er.This :would represent a 44 percent increase over :the.
 
amuto nulfunds deobligated for the period; (Exhibit 3).


!.i,.1-We irecognize :that this analysis, was:, baead ! o n upper echelon 
i:[!i,:periormers and that, it rresumed the other missions had troubleO 

.::!pr0ojects which .should have been fully •or partially terminated 
i.j::!or b~ad iprojects with excess funds. Neverth*eless, we feel thei i
ij ::ii:analyigss demonst£r ates itha t, if al1l the missi ons iwh ich i had itaken i!!: , ~ 

prograres ,i deobl ig'a tion's .agencywid e.i wouldii !.!:i 	 dhave .;been high er., .i ~/i!/? 

Futhr; in dica tio0n tha t , dcob i gat ion Ipot entialaiiexi sted :ic-an-! bei .: i. i
fondin !Inspector i General audit :reports. i. Thie regional office !< 

12oftheY36, project:,audi ts duin 
Apri 30,1987 .. Si nce noti alil of the' oetl aldits: emphas ized ii

,eb'Li niumberi! 6 f ... .......... tha . ... .. .ti ... ...... 

ini 	 j made te 9month~s: end ing : 'i 

ath ions,......... the, o: 	 had. .
 
.
poeta a nd amont 	 col been
th inole 	 have higher,
 



Another indication that the authority 
was underused can he
 
inferred 
from a study done by a contractor for PPC entitled 
"Synthesis of A.I.D. Evaluation Reports FY 
85 and FY 86". This
study of 210 project evaluation reports showed that 53 of the
projects reviewed unlikely bewere to sustainable, i.e.,

unlikely to continue provide the
to intended stream of benefits

beyond terminiticn of support. This large number of projects
with questi onable sustainabI iity indicated that a lot of
troubled projects were being allowed to continue
deobligation might be appropriate. 

when 
We recognize that

devel opmental assistance is a high risk business thatand

fai lures are to be exIpcted; however, high 
 risk is what makes
deobligation authority such an important management too]
because it per;Jti , pOtential failures, like nonsustainahi lity, 
to be acted upon early. 

Accor, in, t th, "Syrntle- is", the 53 projects represented
funding antLhou-izat ions of about $437 Mostmil l ion. of these 
y-ujc .. "5 I nc.1 among grouprated as 

"ur cc uned another of ,2 promectshaving stron7l y negative implementation constraints,
i;u i r, 1 t' irj I(-, I' cry of p1,:ject outruts and achievement of 
project qonj and purpos,,. The "Synthesis" indicated that thislatter c t' g ry, 1 pir , invlved fUnd i'.; authorizations of 

W(_ tt . theh analysis of deobligation stat st ics, audit 
reports, and the "Synthesis" shows that deobi igation
reobl igat ion aut nor i ty is under ased . The a mo'n t i s unknown,

but the present management system provides 
 little assurance 
that the authority is used in all apropriate cases. 

Ineffective tan- erent Systems - We attributed the divernent 
use ot t ] LI]igat on-reobigt ion authori ty amoric missions,

in large art, t c the 
 lack of a structured management system
desg.ea t. fcu5 Attention on d"oll igation potent ja] as part

of the po t fcic review rocess. 'The lack of management system

focus (a ,o I it ilo potential 'heqan at the bureau leve] and

extende,- to missions. bureausth- The themselves did not
routinaln..]y adress the. d-cl4 igation potential issue durino their
portfolio reviews nor did they require missions to address
deobl igat ion potenti al as part of the semiannual portfolio 
review process. 

Each r,-,*- I bureau basically passed on the guidance that it
received from PPC to its individual missions. The missions
 
then wE i ' expected to review their port folios 
 and report 
expe a co ]'Iqlations for the year t o the bu r-a u 
admi i tt 'l is separate from thet staff. reporting was 
normal. fi ininul p ort foli o review process Therefore, bureau
project and p. -o ,am persnonnie l thait. part ci pateO in the 
port foJi review process were niot invo vold in judgi ng how 
effective the mi-51;o.n deoulligation reviews had been. 
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At the five missions we visited, varying degrees of review had
 
been made to identify deobligation potential , none which we
would characterize as being systematic. The missions did not 
have mission orders addressing the potential benefits of usino 
deobligation-reobligation authority or clarifyinq circumstances 
when use of the authority was apprcpriat,. None lad routinely
reported deobligation potential as part of the portfolio review 
process. Although the amount of financial analysis that went 
into portfolic review reporting was impressive at some of the 
missions, it was apIparent]y not extenisive enough or not used to 
identify excess funds. None of the missions had applied the 
authority as effectively as possible on an ongoing basis to 
ensure the most effective use of developmental assistance 
funds. Except for deol icjat ion of funds at the end of a 
project, most of the missions viewed deobligation as a too] of
last resort or one to, I, exe rcised when sone outside source,
such as an evaluation or audit, identified the excess funds or 
recomme nd e.d a major redu ct ion in project scope. A summary of 
what we found at de,,ch of the five missions follows. 

Honduras - Tkis . . i ii -nhadone of the ]arnest budnots in the 
Latin American relion. However, through the end of fiscal year
] , it <l ri t u i the, ,lek] i qati on-ree-l ]mat ion authority
despite the several occasions this option was suaqested bv the 
LAC Lui ,,o sin, oL i , na audi1 itors. For example, of the ] 
projects we rev i ewe,!, the LAC Bureau recommended that
deobliaL io 1:, riDsider, fu:r three M-f them (FMal I Farmer landl 
Titling4, hural Water and Sanitation, and Health Sector 1), Our 
rEqiorl )"d I t, rs Lo(] recommended deol I mnat ion on two of thie 
projects, hural Water and Sanitat ion and Export Development and
 
Services
 

in Ja,-,l' F7, U:AIK1, h duras reported Frel iminary fiscal 
year 9&7 deobligation-reobligation information to A.l.D./
Wasijqot,. Ih m.ission identi fied four projects with
 
deobi igat ion 
Invt t ial . Two of them had a] ready ended and the 
rend i w. n t wo wure wi thin one year of co;p] ot ion. A tota iof 

. i il Iion was identified in these four projects, of wh i ch 
$3 m l1lIo w s in th : Ru ralI Water and SanOittat ion Project 
discussed above. It appeared as t hough fiscal year ] 9R7 would
 
he the f ir s t ye, r that the Ion(]uras mission would make
 
signif icant uss. ,I the authority, However, Agency control ler
 
records imd cat'i that I ]y $24,00 was dpob] qated. 

The mission had not i ssuen a mission order explaining the
 
import ncr of t i al t;.wt ri ty had
nor tley i ssued ui (danc- on
 
its use. A Ir,;, ti mission did not reuiuire that deob] inat ion
 
pot-Mia
IA n hilIIlghted in the sri,arnual prnjert status 
report. As result, project assistance complet ion dat es were 
frequen t I y .: , e (0 0 rf ad i t i (i]n proClireime it witS made for the 
purpose 'I um iaI funds Mi 
consci:r : 1h0 (hd] 1yid i on-ret i'aI ion ,nIIIt 1(hor i ty a t c), of 
last t.esorFurthermore, officials 

avai 1unice project 1. ss ion n ffficials 

. mission said that bureau 
guidanct in (iot rt1 0 re d i .colirf , of (xc(ovs pro ject f unds or 
deobl igat ion potential in semiannual project implementation 
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status reports; therefore, they saw no need for including such
 
information.
 

-An -additi-ona point-of--int-erest--at,"the'HondTissio-was the
 
apparent lack of competition for mission funds. Mission
 
officials stated that, because of the Central American
 
Initiative, Honduras had not had much difficulty in funding its
 
planned activities. This enviable position had resulted in
 
few, if any, fully developed activities not being funded.
 
However, without unfunded demands, there was little incentive
 
for the mission to seriously consider deobligation as a
 
management option. Conditions such as this will require a
 
stronger role by the regional bureau so that use of
 
deobligation-reobligation authority can balance competing needs
 
on a regional basis.
 

Liberia - Prior to the beginning of our audit, Liberia was in 
default on payment of interest on U.S. loans, and under the 
Brooke Amendment. The entire A.I.D. program was in jeopardy of 
being phased out. Because of this situation, the Africa Bureau 
and the mission had conducted extensive reviews of the 
mission's project portfolio resulting in the termination or 
redesign of some projects. 

Our regional auditors identified t5.5 million in project funds
 
which were not being utilized effectively, and the mission had
 
no immediate plans for their use. This condition 
existed
 
because the mission (1) extended unsuccessful projects rather
 
than deobligate funds and (2) did not have an adequate

financial system to monitor project execution identify
or 

unexpended funds that could be deobligated.
 

Due to poor economic conditions in the country, most of the
 
current projects were considered "troubled." Until these
 
uncertainties were resolved, the mission had no intention of
 
undertaking any new projects. Mission management believed 
that
 
the. Africa Bureau should assume a stronger role in identifying

projects where funds should be deobligated and reobligated.
 

Mission officials indicated that they used deobligations only

when a project was in the most advanced state of decay. They

considered evaluations, redesigns and extensions of project
a 

completion dates to be tools to fix projects. They stated that
 
they were reluctant to terminate on-going projects because
 
they felt that troubled projects could always be corrected
 
given time and money. Although mission portfolio reviews did
 
not specifically look for deobligatlon potential, mission staff
 
agreed that it was a good idea to consider deobligations as
 
part of the semiannual portfolio reviews and include them in
 
project implementation reports.
 

Kenya - Although this mission had an active deobligation 
program, it could have been improved with better financial 
analysis. Each year, when Agency cables informed the mission 
that the authority had been, extended, the mission's Program
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Office reviewed project implementation status reports, as part

of the portfolio review, to identify projects that appeared to
 
have excess funds. This was done by comparing the percentage
:~und s--.r main ing-w-i-th the proj ect tti me--re.maining; f--aking---,into .. 
account whether or not the project was on schedule. The burden
 
was then placed on the project officer to ie,!end his need for
 
the funds.
 

Mission officials believed that the portfolio review process
 
was the appropriate medium to identify deobligation potential.

However, they felt it was impractical to do sc eariy in the
 
life of a project. Mission staff told us they did not look for
 
excess funds until about 
 the third year of project

implementation and that they preferred not to make 
a final

decision on deobligation until the project's completion date
 
approached. At that time, the mission decided whether to
 
deobligate or extend the completion date.
 

While we considered the mission to be conscientious in its
 
efforts to identify projects with excess funds, it was apparent

there was insufficient financial analysis. Otherwise, the
 
mission 
would not have had to rely so heavily on project

officers to admit that there were funds.
excess The mission
 
periodically evaluated actual performance against planned

inputs, outputs and expenditures and should have been able to

detect excess funding early. Several projects included in our
 
review reached their completion dates with over $1 million in

funds remaining. We found no evidence showing whether those
 
projects had been challenged as having excess funds. However,

in each case some portion of the funds appeared to have been
 
excess since they were spent on activities not planned in the
 
Project Agreement.
 

Philippines - The financial data included in the mission's
 
project implementation status reports were excellent and 
could
 
have been used to help surface excess funds. Mission officials
 
claimed that they were constantly on the lookout for excess
 
project funds that could be deobligated and used elsewhere.
 
However, this was not substantiated by our analysis of their
 
deobligation actions. In most ceses, deobligations did not.
 
occur until after the project was over. We noted three cases
 
where these end of project funds were each in excess of
 
$1.4 million.
 

For one of the ongoing projects reviewed, the mission was slow
 
in identifying that excess funds existed. The million
t15 

Small and Medium Enterprise Development Project started in
 
August 1983 and three years later had spent only. $385,000.

Based upon a July 186 evaluation report the mission decided to

redesign the project. 
 As of the end of March 1987, the mission
 
was conducting discussions with the Philippine government to 
deobligate all but $4 million.
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Mission officials stated that they often did not year know prior tothe final 
 of a project whether there would 
be excess
funds. 
,oyThere was also a tendency to keep the projectda going ifit had not e 
.... ......--obtained its objectives by p-- n-area was feasible. The mission hadissued a mission order to emphasize using the authority as 
not 

amanagement tool and provide 
guidance on to
when deobligate.
Deobligation potential was 
 not included in 
 project
implementation status 
 reports 
 although planned deobligation
 
actions were.
 

Thailand - Mission officials agreed that project monitorino
should 
look for potential deobligations throughout a project's
life. There was evidence that the 
mission was doing so;
however, the results of 
its reviews were not routinely reported
in its project implementation status 
 reports. Mission
officials generally felt 
 that it be to
would difficult
determine 
what project funds would surplus
be until near the
end of the project. They indicated that projects were under
continuous 
review for 
potential deobligations because 
 funds
were scarce. However, more in-depth reviews 
were performed at
the end of the fiscal year 
 and as the project neared
completion, unless 
 an
there was audit or evaluation that
incicated there were problers 
 that 
required a redesion or
 
deobligation.
 

Tne mission did not have a mission order setting forth thecriteria for using 
 the authority or promoting 
 a
management It as

tool. Mission officials did not 
believe uniforr
criteria could be applied to all projects to determine whichwere troubled except 
in a general sense, 
and they claimed to be
aware of the general criteria and to have applied them.
 

Our auditors identified 
 three projects that were behI nr
schedule or not achieving their objectives. The four-year,
$18 million 
 Emerging Problems of Development Project harl
expenditures of $1.3
only million 
after two years of the
implementation phase. 
 The soven-year, $35 million 
Science and
Technology for Development project had 
 expenses of only
$163,000 after 
 almost 
 two years. The last project,
f6ur-year, a
$8.1 million Micro-Mini Hydroelectric project had
expenditures of 
only $582,000 
after three and one half years.
Our auditors notdid determine 
had 

whether any of these projects
excess funds or should be redesigned or terminated, but
they did consider the projects to be troubled 
 and have

deobligation potential.
 

The above conditions 
at five USAIDs illustrate 
a lack ofguidance or a systematic review process 
to help assure that the
authority was used 
 in all 
appropriate situations. 
 In our
opinion, the management system did not contai.n enough guidancespecifying when the authority was expected to be used. Also,
* there were no reporting requirements and no review processes by 
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mission or bureau personnel 
to judge whether a mission had
highlighted potential 
deobligation situations 
in its portfolio
and taken appropriate action. Some bureaus informed us theydid look for deob hg _ 
any" e-idence that this done a routine and 

n&l 
was on comprehensive

basis. 

A comprehensive listing of reportable deobligation situationsneeds to be developed and promulgated as guidance to promoteconsistency 
 of reporting and establish limits generally
acceptable for a project's performance. The guidance would not
require USAIDs to deobligate in such situations but would
require 
their rationale to be explained in the reports to
bureau management if they 
did not plan to deobligate. Acomprehensive list 
 of potential deobligation situations 
 is
included in Exhibit 4. 
 This exhibit was developed from all the
deobligation situations that we were able to determine frompast Agency deobligation-reobligation authority guidance,
the deobligations which occurred under 
all
 

the authority for annual
funds during the first four years that it was available,
criteria used by' one and
USAID, examples from prior audit
 
reports.
 

Another aspect which deterred use of deobligation authority wasthat missions 
relied heavily on project officers to identifyseriously troubled projects or projects 
with excess funds.
This was 
a material weakness 
because project officers had a
tendency to defend their projects. Project officers were not
necessarily motivated 
to admit that the projects they were
responsible for 
had become seriously troubled during 
 their
management tenure that could
and they not correct the
problems. Additionally, project 
officers lacked the incentive
to identify 
 not
excess funds really needed to accomplish the
activities in the Project Agreement because the funds would bplost to another project or country. These biases on the partof-prbject 
officers reinforce the need 
for a comprehensive set
of criteria for identifying potential deobligation situations
and point up the need for a review process to scrutinize a
mission's portfolio and provide the 
impetus for deobligation if

warranted.
 

A final point relates to the Agency's commitment to maintain astatistical 
base enabling it to evaluate use of deobligation
reobligation authority worldwide. 
 Our nbility to analyze the
usage of the authority worldwide possible because
was 

Agency 
tracked Individual actions In response 

the
 
to Congressional
notification requirements 
for deobligation and reobligation of
annual funds. The 
 Agency did not accumulate similar
information on deobligation and 
reobligation of no-year funds:
therefore, we did 
not attempt to analyze usage under that
authority. However# for 1987
the and 1988 fiscal years
Congress changed 
annual funding rules allowing annual funds 
to
become no-year funds once they were 
initially obligated. This
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change means that, unless the Agency begins requiring

information on no-year funds similar to what it previously
gathered on the deobligation and reobligation of annual funds,t he agenc ................ ..............
i..................... 

disappear. We believe it is important that the Agency maintain
 
an Information base to enable it to centrally monitor and
 
evaluate deobligation and reobligation performance of missions;
 
therefore, we have recommended that the Agency begin tracking

deobligation and reobligation of no-year funds in the same
 
manner as it now tracks annual funds.
 

Conclusion - Although the Agency deobligated and reobligated 
substantial amounts of annual funds during the first four years
of the authority, ,the majority of USAIDs did not use the 
authority or used it only to recoup excess end of project 
funds. In our opinion, the authority should have been used 
much more. Under its present management system, the Agency is 
not in a position to know whether the USAIDs are exercising the 
authority when appropriate. Little guidance has been providel
 
to the USAIDs or regional bureaus specifying situations that
 
might call for full or partial deobligation of project funds.
 
Also, there was no review mechanism at the mission or bureau
 
level to ensure that projects had been thoroughly scrutinized
 
to identify potential deobligations.
 

We feel that much greater use of the authority would be
 
achieved if (1) project implementation status reports

high-lighted deobligation potential. in a project, (2) mission
 
and bureau portfolio reviews focused more attention on this
 
area and (3) additional criteria were issued pertaining to
 
situations where deobligations should be considered. This
 
additional oversight would help ensure that funds from marginal
 
projects, or excess funds in general, are deobligated and are
 
reobligated to areas which could provide greater developmental
 
impact.
 

Management Comments - PPC suggested that part (a) of the
 
recommendation be reworded to reflect that comprehensive
 
guidelines already exist. Part (b) is believed to be too
 
detailed for worldwide guidance because excessive specificity
 
could be counterproductive given the wide variation of country

projects. Part (c) was believed to be useful.
 

Office of Inspector General Comments - Part (a) been revised to
 
assure that existing guidelines are adequate. Part (b) has
 
been revised to allow more flexibility in Identifying

deobligation situations but still requires that missions
 
surface and highlight deobligation situations in the status
 
reports..
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4. 	 Alternatives Shou] 3 be Scrutinized Before Extending Project 
Assistance Completion Dates 

Mission Directors frequently extended Project Assistance 
Completion Dates on projects that were essentially complete or 
had persistent schedule and quality problems without formally 
assessing alternative strategies. Performing assessments would 
help ensure Belection of the best development alternatives or 
most cost-effectivo courses of action. However, while A.I.D. 
policy encouraged assessments of allernativer before extending 
project completion dates, the policy, stopped short of requiring 
that reasonable alternat ives be formally developed and 
considered. As j result, there was no assurance that the funds 
invcived in pr(Iject extensions had been put to their most 
product ive uses. Also, projects receive ( zepeated extensions 
witiucut detrminina whther the delayr were avoidable. Since 
approximately half of the Agency's projects were extended one 
or Ct,_,0 t I :, durirng their life, with the funds involved 
reachi g as much a:; OW&3 mi I I ion annual ly, it would be prudent 
ITaI!,-IJ ::,'t t-, , 1,jri fy ind'., expand requirements for decisions on 
extin g projtect coIupletion dates. 

e(CInj:~ . "/
t;I ;' 


We re m:: ti,, t tin' Ass'i stant Administrator for Program and 
Pol icy CoordjIndt i on revise Handbook 3, Chapter 13 guidance on 
dec isi nl tc ext o:n P i <wct Assistance Completion Dates to 
require burr-auti ard rii ons: 

.	 o bet 1( 1: p .' t pioni ,n (omparedI to. what was pl anned, 
specify the Am-,nt of funds involved in the extension and 
tHie rx '. ,".:i t uz u and" identify the advaittaot e anW 
disadvart aqwv. W olt ,rnat ivye nvestment strate ies; 

b. 	 it, cIs:, ie. , f jst have essentially coml eted most of 
the activit is: in the Project Agreement, to determine 
whether great,, d.ve loim,,nt impact could he> obtained by 
expandi ng tM- scove of the existinq project or releasino 
the funi, t, oter trQjeCts; 

c. 	 for ext es ,on., justified on the basis of a specific 
activity, ton limit the extension to that activity only, 
with fundur;i jfoi other activities terminated as originally 
planned; 

d. 	 to mk, ,in asses.sment of the recipient 's will inqness and 
ability to take the actions necessary to resolve any 
propj em, and 

e. 	 to document the above in final action memorandums.
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Discussion
 

A Project Assistance Completion Date (PACD) is the estimated
 
date that all A.I.D. financed goods and services will have been
 
provided to a development project. A.I.D. Project Agreements

prohibit: missions from financing goods or services after the
 
PACD un es an ext(:nsion is qrant ed. Agency guide] ines 
stipulate chat extensions should not be granted without 
justi ficat ion and that the need for an extension should be 
ascertained and dealt with so that further extensions will be 
unnecessa ry. 

Handloi(. 3, chapter 13 provides guidance on PACI? extensions. 
The basic theme of this guidance is that changes can tae place 
in a pirject's environment v'hj ch alter the assumptions upon 
which the project's design and implementation plans were 
based<i. Tne'se0 hiange need to be recouni zed early, their impact 
assessed, alt ernatives fer (ea i ng with them considered, and 
aJ .. r AtW I<.,l f ic,,t i ;rade to opt imi ze project impact. 

An a I t-eI,,,tivt, t , e>:t e,,] inq a PACP Is to use t ie money elsewhere 
Whe', 10k jhw t n 1'( genf.ral] II p anned eject i ves ornI(t n 
experit nre ser i ,us problens. llandr-oks 3 and ].9 alona wi th 
sever, ] A0 .> nv iii v and Meri<andus on the use of the 
deob1 igat i on-rec ] i-at a Int h or it y con t:a in guidance which 
gJeneiAll CV'. tin alternati v . The guidance includes: (]) 
cons ides ri nent idt in I a rduct in in a project 's scope when 
imlj eLn, t, 1(5: Id. nctnA' [irourd' ,.' on sched UlIe a nA (2)
deobhigatwin marginally product ive funds, whether or not the 
mIL.as iw " 1w ritc:yalter nt iVt ure for tie mnpy. 

Our revi ev, of mission moiitorinq systems included examining the 
&, ,:
d. ci , m <klinc; P 15 i 2 

aIA ccr-.. 1 - U" , o.,-,, ,. 
ext n . To det:,rn in. whether missions were adequat ely 
con i dz; .: , includinu: dol iqat -inns, before1 Iternativi, 
exten 
inn 'AClM;,, we revi eweui action nemoranda and other 
locfni .,; 'Jt (41 ";Uppv' t in( t hie!sf deci sion, aL the USAIDs visited. 
This ana l y i s revealed that , for reariy all the projects
I E.,Vi e.w., thie (e WaS, no d oct:umentat ion showing whether 
al4.ernativ es had been as sessed. 

While t he1C ex t enstI on,; may hia ve been for va id development 
purposes, there were several which we questioneo as not being 
the mist effective use of the funds. For example: 

-- we identified projects in Kenya which were essentially 
comjpleted and appea red to have been ext nirdi, to ut i ] i ze the 
remaininng funds; 

for ell( c;ne In,Kerny,], a 1 pr)ject component ; cont inuod to 
be f uniied dur ing the extensiol r ipenord when the 
just if I cat oI wit, to complete residual act ivities under a 
single componient and(I
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-- we found projects in Honduras with 
persistent schedule

slippages or 
known quality problems that were extended, and

expanded in scope 
and funding evidently without taking

actions to effectively correct the problems.
 

We believe that the discretionary nature 
of Agency guidance

concerning PACD 
 extensions was a 
 significant factor
contributing 
 to these practices. Unless alternatives are
surfaced and evaluated as part of the extension process, A.I.D.
management has little 
assurance that 
the decisions will result

in the most cost effective courses of action. Since PACD
extensions are routinely 
approved at the mission 
level, the
Agency should promulgate more specific criteria for this
 
process.
 

We review-d 20 projects in Honduras, Kenya, Liberia, and thePhi li ppines that had been extended. 
 The circumstances 
surround n the Iinject extensions were diverse. Projectsbeen extenjed years beyond 

had 
their original comp] t ion dates androc~L.1 500 diltl,-:1,1 funllds, mo~idification of approved activities,

or r;or<t time to use up the, original funding. 'Yhe investments 
an ec:,<: p.rjcv~ct r i\' I(i ,( t i:: frrm a low of V$ 00,00 ) to ahigh of $,57 mi I ior., and project topics included most of the
functin. l area, in. which A.I.1. provides assistanc,. 

Sevc ra] of the 
 20 projects we revi ewed 
 had been extended
 
multjile timnb;', cor.ue ntly, there were 41 project extensiondecisions to revew. 
 A] though action memorandums were signed
by Misf project 

cases 


I' fr (-:. 2 I, f'teIssions, there were 13
whe.-re th. memjranjd=u,-:s c du1dnot )e located in missionproject fi I. he rovl.,,,., thr 2k project extension decisions 

that were (ci,'t mented with actan ion memoranaurm and found only
One incladj]unn !t cc l ii(* iaic: of lt ernat ives. 

The informratioIn provi ded on the project extension,; did not
aplpar suf ficient to support an informed decision. Infor mat iontypically acking about a project proposed fot extension was:
 
1) t10' a.,mnt of funds irivol ved , 2) 
project. progress compareA
to what wa;; contemf)lated in the Project Agreement and 3) the 
extentt 
I" which proposed activities during the extension period"wouj d 9 beyond what was contemplated in the ProjectAgi Qemet. T Ihi ! nformat io was needed to high] ight - I ) themagnitud e of the resource decision, 2) whether a project wasprogressing sati sfactorily and warranted the use of the fundsand 3) the significance of the decision 
 in terms of its
develop ta l 1mp . *iuq1 c so t ha t compa r i son s coI Id1 e mad r w it 1 
alternative of rategieb. 

The I (,j ,(I X . (!xtens o ! in; Kenya provided good example,,; of
the need f or tihe information that we suggest . Al I of theproject'. U,".'i 6, r eached ti r PAC!, with signi f lcant amorunts 
of funds remaining. Several of the projects could have been 
considere" t(, be essentially complet f. However, in every case 
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the only documented options considered were to spend the

remaining funds within the project.
 

Action_ -memorandums- --support ing-the ---Kenya---project- -extensions-"
provided insufficient bases for informed decision making.
example, in only 4 of the 12 memorandums, 

For 
were the amounts of 

the remaining funds clearly stated. This 
 information was
omitted for a project with about $4.1 million 
in unliquidated

obligations and 
two others with more than $1 million each.

These large sums undoubtedly would have been sufficient 
to fund

other development priorities for the country and should have

been disclosed to highlight the magnitude of the resource

decision. Suitable alternative investments within these dollar
 
figures should have been considered. Also, only 1 of the 12
memorandums clearly set forth the status the
of project's

progress towards the planned 
 objectives. A concise

presentation 
 of progress achieved toward objectives could

surface questions related to the proposed extension or issues

which necessitated the extension and help ensure that the
 
extension period focuses on resolving them.
 

The memorandums usually did 
not clearly establish whether the

proposed extension would help achieve 
 the objectives

contemplated in the Project Agreement 
or would go beyond the.

Thus the decision maker could not 
easily judge how central to

the project's purposes the 
further proposed expenditures were.

We noted that in all 12 memorandums the proposed investments to
 some extent involved an expansion of the project. While the

proposed expenditures 
had some merit, as a practical matter,

they were frequently afterthoughts and not central to the

objectives of the 
 project. It is conceivable that the
developmental impact of alternative projects would have been
 
greater if they had been considered and analyzed. The Kenya

mission authorized approximately $13 million of expenditures 
on
the seven projects that were extended without 
knowing If the
 
expenditures were the most effective use of U.S. funds. We are
 
not. suggesting that the expenditures were not for valid

developmental purposes. 
 However, in many instances the

projects appeared to have been routinely extended to spend the
 
remaining funds.
 

Project extensions we reviewed at the 
Honduras mission were

unlike those in Kenya in 
 that most involved substantial
 
expansion of project activities and increases in funding. As a
result, it was more difficult in Honduras to analyz e whether
funds were 
excess to project needs. For example, on one

Honduras project, the mission decided against 
extending the

project a third time resulting in $4.8 million in 
excess
funds. However, 
the mission decided to spend $1.8 million

these funds on an equipment procurement 

of 
not planned in the

original project design. 
 We recommended deobligating the funds

unless the mission could provide evidence that alternatives had

been carefully analyzed and that the host country could maintain
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and use the equipment without further A.I.D. support. 
While the
excess 
funds may not have been determinable at the point ofearlier project extensions, this example demonstrates the 
mission tendency to expand __pjct.scope.inorder_ toavod -i vng _up excess funds.
 
At the Honduras 
mission we also found that, of 7 projects
included in our 
review that had been extended, 3 were extended
without dealing effectively with known problems. 
 Some of these
problems affected the progress of the project, and others were
of a quality nature. As a result, the delivery of project
benefits was delayed 
for some projects while the outputs of
 

were
other projects subject to premature deterioration. Our
review of mission action memorandums showed that they did not
include full discussions of 
the project status or alternatives
 
to extending the PACD. 
 Instead, the memorandums were presented
so that 
the only option seemingly available was to extend the
PACD. The Mission Director did not always have 
sufficient
information about alternatives, 
 why prior actions were
unsuccessful and what other actions were previously considered.
 

For. both the Kenya and Honduras missions Issued
we audit
reports recommending that action memorandums on 
PACD extensions
 
set forth minimum information requirements for project

extension proposals 
and that alternatives to the 
 proposed
extensions be assessed. In both cases, 
 the USAID Issued
mission orders or guidelines for requirements which should be
met before extending PACDs. did review
We not this Issue in
the Philippines, Thailand, Liberia
or 
 to the same depth as in
Kenya and Honduras. However, for these USAIDs we also 
founrl
that action memorandums to the Mission 
 Directors seldor

discussed alternatives.
 

To determine the prevalence of extending PACDs 
throughout the
Agency we reviewed 
historical information In the computerized
data base of the Agency's Project Accounting Information

System. This revealed that the practice of extending PACDs Iswioespread and recurring. About 50 percent of 
the Agency's
projects had been extended one more
or times and the dollar

value of the resources 
extended was quite significant. For,
example, in fiscal year 1986 the amount of 
 unliquidated
obligations outstanding projects
on 
 that were extended was
roughly $863 million. 
 PACD extensions, therefore, cumulatively

represent a significant application of the Agency's resources.
 

Conclusion 
- Agency guidelines contained in Handbook 3,
Chapter 13 suggest rather than require that an assessment ofalternatives be made when considering the extension of project
completion dates. While the guidelines provide that PACDshould not be extended without justification# what is actually 

r 

meant 
by this is undefined. As a result, 
we found that
missions frequently 
extended project completion dates 
 even
* though documentation supporting decisions
these failed to 1)
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clearly establish the dollar magnitude and developmental Impact

of activities proposed during the extension period 2)or 

evaluate alternative implementation strategies or Investments. 
We believe the Ag'ency needs to trengthen ts:requiremen for 
approval of PACD extensions to ensure that the funds involved
 
are put to their most productive uses. More precise guidelines
 
are desirable because 
the Agency operates in an environment of
 
decentralization and frequent turnover of key managers.
 

Management Comments - PPC believes the report gives the
 
impression that there is something inherently wrong 
in the fact
 
the PACDs are often extended. This impression is not correct.
 
A PACD extension often results 
from the sheer difficulty of

anticipating exactly in the project design when -the 
desired
 
results will be achieved; as a bridge to an additional stage in
 
the project; or for reasons that are to
entirely external the
 
project such as for delays caused 
by weather or unforeseen
 
technical or political difficulties. Further PACDs are

sometimes deliberately based on optimistic schedule for
 
decisions. 
 Using the PACD, at least in part, as a goal rather
 
than a.3 a conservative assessment of project 
pace is a common
 
tactic of good managers.
 

Office of Inspector General Comments - When an activity such as 
extending PACDs is not adequately controlled and there is
 
evidence that projects are extended as an It
easy way out, Is
 
easy to get the impression that it is inherently wrong. We
 
agree that PACD extensions are required and justified; however,

they should be properly justified and alternatives should be
 
included in the justification process.
 

Management Comments - PPC on recommendation 7(b) indicates that
 
extending the PACD requires AID/W approval which must be
 
supported by strong justification based on sound analysis of
 
among other thinto, its development impact before amendina the
 
project (see Paragraph 13D3(a) of Handbook 3, Chapter 13). It
 
would be redundant to add this requirement to the PACI'
 
extension section of the same chapter of Handbook 3.
 

Office of Inspector General Comments - Paragraph 13D3(a) does 
n6t address development impact, and discusses PACD extension to
facilitate attainment of Its original objectives. Our 
recommendation is addressing PACD extensions where the assigned

objectives have been essentially attained and the project is
 
being expanded. We have retained the recommendation to address
 
this specific issue.
 

Management Comments - On recommendation 7(d) PPC indicates that
 
tne action recomended is required as a matter of policy in any

project evaluation which should be done as a matter course
of 

before extending a PACD.
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Office of 
Inspector General Comments - The Evaluation Handbook 
is not nearly as specific as we would like because we do not 
believe the willingness or the ability of recipients to take
 
action to resolve problems is adequately addressed in
 
evaluations. In addition, we believe this 
also needs to be
 
stressed in Handbook 3, Chapter 13 and have retained the
 
recommendation.
 

Management Comments - On recommendation 7 (e) PPC indicates that
 
preparation of an Action Memorandum 
to document significant
 
project decisions is standaid management procedure and the use
 
is mentioned in Handbook 3.
 

Office of Inspector Genera- Comment - We found no definitive 
requirement for preparation of Action Memorandums and could not
 
locate 13 for the 41 PACD decisions we wanted to review. We
 
believe the use of Action Memorandums should be required.
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B. Compliance and Internal 
Controls
 

1. Compliance
 

The audit did 
not identify any instances of noncompliance with
applicable laws 
or regulations. The 
review of compliance was
limited to 
the findings discussed in 
this report.
 

2. Internal Control
 

The audit disclosed 
 internal 
 control weaknesses 
 in the
 
following areas:
 

The Agency had not issued sufficient guidelines to ensurethat missions developed management systems 
which documented
serious problems, 
 fixed responsibility 
 for corrective
actions, and 
 provided follow-up 
 until problems were
resolved (Finding No. 1).
 

A lack of pe]licy and guidelines for ilizino quantifiable
indicators to monitor project 
 progress detracted fror
mission cahywhiI i t" to identify project problems anddemonstrate the impact of assistance 
 efforts (Finding

Nc,. 2). 

Thie A(,:.c_,y Ia rLot i ssued sufficient quideIines orestablished 
a forum for surfacing potential deobligationreoLi iqat lot, si tuat ions to ensure that this authority wasutilized when appropriate (Finding No. 3).
 

The la(. of gui deli nen 
 for extenjiny project 
assistance
completion dates lessened the Agency's assurance that 
funds
were being put to their most productive use (Finding No. 4).
 

The review of internal controls was 
limited to the findings

discussed in 
this report.
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C. Other Pertinent Matters
 

This audit identified numerous instances where project

implementation status reports were not useful 
 for solving

problems or keeping managers informed about project status.
 
The centerpiece of the portfolio 
review process at the USAIDs
 
we visited was the project implementation status report.

A.I.D. Handbook 3 requires project officers to prepare 
these
 
reports to keep Agency managers abreast of the status of
 
project implementation.
 

We found that the reports did not always repoit problems, did 
not adequately discuss 
 the cause(s) of problems, did not
 
provide linkage or continuity among reports, did not always 
report progress achieved against targets, were not used 
 to

surface potential deobligations and did not always track
 
progress 
 made in solving problems. These deficiencies 
detracted from Agency managers' capabilities to detect and 
resolve implementation problems and ensure that limited
 
assistance fundL: were used in the most productive areas.
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AUDIT OF A.I.D.'s MANAGEMENT SYSTEM
 
FOR IDENTIFYING AND SOLVING
 

PROJECT IMPLEMENTATION PROBLEMS
 

PART III - EXHIBITS AND APPENDICES
 



Exhibit 1
 
pg 1lof 2 

Agency Guidance 
on Use of
 

Deobliqation-Reobligaton Authority
 
FY 1983 through FY 1987
 

Type
 
FY Originator Correspondence Distributicn 	 Guidance
 

1983 Administrator cable worldwide 	 None
 

1984 Administrator cable worldwide 	 Clear our programs of those
 
projects which are poor performers
 
or whose purpose no longer
 
coincides with agency priorities
 

1984 Administrator memo A.I.D./W 	 For projects not consistent with
 
existirnj plans and policy wc should
 
consider redesign. If you
 
determine that a redesign activity
 
is not worth the effort, or if a
 
redesign effort proves
 
unsuccessful, we should then
 
consider exercising our deob-reob
 
authority
 

1984 Administrator cable worldwide 	 I am committed to using this as an
 
effective marogement tool to clear
 
our portfolio of poor performing
 
projects and those whose purpose no
 
longer coincides with agency 
priorities
 

1985. Administrator cable worldwide 	 It provides an on-yortunity to 

terminate projects which are no 
longer consistent with our 
objectives or the objectives of the
 
recipient country
 

Prune out projects which are not
 
performing according to plan
 

Eliminate all projects which are
 
inccnsirtent with our policy
 
priorities
 

Concentrate on deolA igat i lj 
mrginally productive fUrYIs, 
whether or not they have a priority 
alternative which can use the money 

0" 



Exhibit 1 
pg 2 of 2 

FY Originator 
Type 

Correspondence Distribution Guidance 

19i6 PPC cable worldwide Nothing in the following guidance 
n the exercise of deob-reob 
authority should be construed as 
discouraging continued efforts to 
deobligate unneeded funds wherever 
possible 

Reoover furyls from pr, ,,,rts going 
off course or significanIt 
end-of-project amount s 

1987 PPC memo A.I.D./W Normlly furs srould Lv 
deobl igalt] when (1) a project or 
activity havs hbeen camet(]; (2) 
missioti mrrngers determine with the 
host country that projects are 
going off course arCI the projeICt ,5 
no loger effective; and (3) 
decisioms are marc to el imi nat e 
projects of mrginal value in favor 
of higher priority projects. 



. . . . . . . .	 EXHIBIT 2a. .... 

Deobilgation-Reobligation 
Authority For Annual 
Funds
 

FY IQ93 through FT 1986
 

(AfricM Purmmu)
 

COUNR 
 FY-I-F
FT l-l-
 Y 1985- --
 Y 1984 
 FY 1983
 

f of I cf I of S Iof I1 S$ #of S I of $ lof S
!4,7, PF'sIdO. (000) Mqrt (000s) I Id. (00{)0 ) M4r t (O00s) esld. (0 s) MNt (OO0s) Resld. (000s)
 

S P U-c- FI:rd s Funds 	 Deobs 
 Funds
Soeys-, 

Deobs Deobs
 

0 - 2 800 

0 95 0 
 - 2 500 0  79 	 101 I 98 
~ I 

?. c J-! I/ 

ssa --/ 

0 - 2 62 

" 0 - I 79 2 3,700 5 351 2 9.520 0 - I 99 I 49 

L i5n2/ 	 0  2 650 0  2 48 0 
 -	 30 

Som c _-mI I ,sII/ 

t 1 7.300 I 200 	 I 3.100 0 
2 12,500 2 292 
 0 - I 81
 

I 	 I I!!: 90 10 2.605 750 0 0 - I 1 

1, 13 
2 5,483 0 

0 0 
 I 31
0 
 - 2 700 100 5 879 I 170 
 I 30
 
Z -bIa I/ 

: -l lwe If 
',, Afr. Re 2/ 0 - I 23 

Cco 2 595 2 730 0 - 3 619 I 127 I 108 2 112 10 553
 

TOTAL 	 II 15,123 I0 3,829 6 19.3%0 28 5.302 
 5 i0,497 9 1114 5 482 
 21 1744
 

1/ - Country Sird no do ll+on ac t ions
 
2/ - CountrY 
hd d- IIiqntls but all of then Involved return of residual end of project funds
 
%,. : Cjn~ry proqre s 
 which wore just startinQ or terminating,, those funded 	with no-year money,
 

5n! *cs.s wi " C nI* '.-o- r-
rroect were Pvcludo frcv- hIIs exhibIt. 



Se ctlfd USAID'% :.se of 
Dsb3wiilon-RibltQatIJon At-,crIty 

the 
For Annual Funds 

EXHIBIT 2b 

FY 1 4
Q ' 

thr(-uz- 'Y 1 ,RF 

COUNTRT -Y 

l of 
V t 

L4-,,obs 

1986-

$ f of 
(C2s) Pt-sid. 

Funds 

(OOs) 
I 

M"t 

D-obs 

-------------

S i' $ 
O -OC-Os) :'jl. (0C'0) 

Fundis 

----

c 

Ms 

.<c,s 

FY 1984 ---
$ l of S 

l000 s) Resid. (OOOs) 

Funds 

I of 

Mgit 
Deobs 

Y 1983 

I of 
(000s) Resid. 

Funds 

S 
(O00s) 

Deobs [eob s Deobs Deobs 

"4ar Fast 

21 

4 

0 

5800 

-

8 

I 

2799 

150 

90 17818 17 11,025 7 83,882 8 18,040 

L ',""0 
'occo 2/ 

'-a 1/ 

0 3 473 0 
-
-

I 
2 

481 
208 

I 
0 

557 
-

0 
3 

-

320 0 I 690 

T,-I sa 2/ 

2 

%T =elo'~nl If 

0 I 650 

0 1 41 

0 

0 
-

-

4 
I 

381 
1,358 

Asia 

- sh21 - 1 70 0 - 3 222 
0 - I 336 0 - I 280 

lndo-'sia 

a- 2/ 

2 
0 

6900 
-

2 
4 

7200 
"1199 6 8,137 14 2,997 6 

0 

8,325 

-

9 

2 

1.598 

417 

I 

0 

945 

-

0 

2 

-

27 

- : IzF'!es 

Sri '-rka 

'al ! Trd 

ASTn 0"qlonal 2/ 

4 

0 

4 

67.872 

-

3,030 

1 

I 

4 

58 

1.658 

1,064 

8 

I 

2 

29,437 

300 

695 

12 

4 

2 

5,687 

3,950 

220 

2 

I 

620 

500 

8 

0 

3,519 

-

2 

2 

2 
0 

2,146 

725 

1,103 

4 

1 

0 
1 

2,350 

202 

-
7 

c --Re0 
-/ 

TOTAL 14 83,6C2 26 15,587 27 56,987 54 24,918 10 10.002 23 5,895 14 88,801 25 23,277 

I/ - Country had no deobligation actions 
2/ - Country had deol'lIgntions but all of thern Involved return of residual end of project funds 

te: Country progras which ware just starting or terminating, those funded with no-year money, 
and t hose with only one onqolnQ project were Pxctuded fron this exhibit. 



F,-Iected USAID's Use of the EXHIBIT 2c 
DcpmblI to-F I Iqt Annual FundsIon A' hority For 

CI*4TRY 

1 of 
qi;mt 

Deol)s 

-- FY 

$ 

(0Os) 

1986 

I of 

Resid. 

Funds 

D s 

$ 

(00s) 

I of 

Mqr! t 

D-ot's 

- 5 

S i o 
(0Cs) PrsI:. 

Funds 

De-ot s 

$ 

(O,,s) 

-94--

I of 

Hort 

D.. 

-FY- Y 

$ 

(C0Os) 
Ioi 

Resld.) 

Funds 

Dpob s 

S 
(00s) 

of 

Mgfnt 
DEobs 

- Y 1983 

S I of 
(O00s) Resid. 

Funds 

De bs 

S 
(O00s) 

,.-,I~ I 
R-' i e 

'-Cst- Rice If 
?- .'"-2 

E1vdr 
I 

-

6,690 

63 

1.000 

0 

0 

2 

-

-

750 

I 

2 

1 
II0 

2,500 

I 

I 

102 

250 

1 

I 

I 

I 

5,300 

1.000 

544 

96 

0 

0 

I 

0 

-

150 

-

0 

0 

-

-

I 35 

7 

'0 

I 3.000 

-

2 121 

264 

3 

I 

9,000 

315 

2 

4 

500 

3.120 

0 

I 

-

1,100 

I 

0 

500 

-

I 2,310 0 

C- It'.Peg. 

LA e-, I/ 

XAP 0 - I 3,400 

I 

I 

2,750 

150 

0 

0 

-

-

TOTAL 5 10,753 6 4,535 9 14,825 8 3,972 5 8,040 2 650 I 2,310 2 42 

I/ Country had nc d-obilgation actions 

Note: Country progra.s which were just startIng or tgrmlnatlng, those funded with 
and those with only one ongoing project were excluded from this exhibit. 

no-year money, 



EXHIBIT 3
 

A.I.D. Usage of the
 
Deobligation-Reobligation Authority for Annual Funds
 

FY 1983 through FY 1986
 
(in millions)
 

Bureau FY 83 	 FY 85
FY 84 	 FY 86
 

Africa 2.6 12.1 36.7 19.0 

Asia!,/ ear East 119.7 179.5 81.9 99.2 

LAC 27.3 12.9 19.6 15.6 

Central Bureaus .2 5.3 2.1 5.7 

TOTAL t149.8 	 _40-3 $1209.8$39.5 

Note: 	 Totals for the regional bureaus will not match Exhibit 2
 
because not all countries were included in Exhibit 2
 
analysis.
 



EXHIBIT 4
 
Page 1 of 3
 

General Situations Where Funds Might
 
Be Fully or Partially Deobligated
 

(Note: 	 References to "project" below apply equally as well to
 
project components)
 

i. 	 In any instance where the project budget exceeds what is
 
necessary to meet project objectives. For example:
 

(a) When tnei originally planned activity has been or can 
be accomplished with less than the funds budgeted, or 
the activity has been reduced in scope (modifiero, 
amended, restructured, terminated , changed in focus or 
transferred to another project) and will not be
 
carried 	out as planned, or 

(L) When s g i f icant fund bal alnces wi ll remain at the 
Project Assistance Completion Date (PACP) due to slow 
or non-imp leei:ntat _ion of activities: and extending the 
PACD would he unjustified. (Unjust i fied consideri ng 
oth t prior it es and t hc marcg i na] benefi ts expected 
from continuing the project, or unjustified due to 
contininq implementation diffic:lties which do not 
appear solvable in the near future.)
 

2. 	 In sItuato t.n invol ving troubled, and marqinally 
progressing proj ects where: 

(a) the projf t)tpr o, I Iemt are mainly due to lacY of 
government support including funding, rtaffing, 
management at t ent ion or legal arrangements, 

(b) 	 the project prolleiis are related to government policy 
matters such an user fees for services and the
 
government refuses to modify its policy, and
 

(c) 	 the project wi ll place a further financial burden on 
the country when implemented and the country is 
experiencing serious problems in funding recurrent
 
costs.
 

2 
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General Situations Where Funds Might
Be Fully or Part-tally Deo igated 

3. In situations where: 

(a) 	 the project has gone off course and is no longer
 
effective or is not meeting objectives,
 

(b) 	 the project )as had serious long standing (two years 
or more) imy ementation problems, 

(c) 	 project iiI ] at i (r progress is deemed to beexcessivel]y .sow, 

(d) 	 delay'i 1r, iim l mtent at ion preclude achievement of the 
project p, rro ,, 

(e) 	 there h vn 1 itn, extended delays in accompl i shi nri 
initial implementation actions such as meetinq
cond iti -i,! i el" ntc or inability to roacb anreprent 
on final deni q iof the project, 

(f) 	 the 1 ,;," tjr r.,I 1'" ' y undhrachievina critica]
project ou2t It n , suc that the attainment of project 
ObjectVIV: aTir1 UL] inkyy, 

(g) 	 thern o-, ben, an unfa vorable change in the project 
pur,()o , atnm, tFI ir1,, 

(h) 	 mistaokil, tlqvi ronnt assumptions for the project
result 
in ma qinal progress or effectiveness, 

(i) 	 the graniteec har. fai led to utilize the funds and 
provide required managemeent attention to the project, 

(j) 	 demand fa project funds doe; not mater iai, i .e to the 
degree and over the timeframe envi sio:ed in the
project agreement (especiall y applicable to private 
enterpri tc projects),type 

(k) 	 the pro.ct it; dJeemed unlikely t 1,e :ustai ned by the 
hcst (ount ry upon compralet ion, 

(1) 	 the prc jiut cannot bl' complet ed oni t imp becausp of 
uncontrol lab] e circumstances such cent inuinqas 

host 	ilities in tl,, pruject area, 
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Gencra.1 Situaitions Where Funds Might"
 
Be Full orParll Deolated
 

(m) 	 the project i marg ina I y product i ve whether or not a 
hi9her )riri ty zI to,rn t ive has been i (ent i fied for 
Use of tll(: funds; thdtt Wot:Id be reI ea sed, 

(n) 	 the pro], ct o h(: .,.,output .; in exces.;.s of needs even 
though tioe project has. not achieved its planned fuli 
imi'lJ
f'E; Lt ,t i (_Ll, aril 

(o) 	 the pr,-jt-- ,t nrt, lon(jer confc,rms to Agency policies and 
goals oi country and sector strategy, and redesign of 
the' oTjI t p rovu.s unsuccessful or not worth the 
effort.
 



EXHIBIT 5 

DEFINITION OF TERMS
 

Logical Framework 
- A summary of proposed design emphasinq the 
results expected when a project 
 is successfully completed.
Results are expressed as object ively verifiable indicators. 

Goal - Tte term de.,(glatI C the ,rogramming ]c-vq,]e oyond the
project pUrj)ose. It p',vi des the reason for the prjot and 
artic'ul ate; the end towar( whci the effect.-; of A.I.P. are 
directed. 

Purtose - That whi cli is expected to be achieved i f the project
1S co e te(- SUCCO .,S. U Iiy and 0cn t ile . It expresses in 
(q ant it 
creot 0, 

h t ve Cr 
,cu('u:pl i1 

(or01 
h or 

i i e 
change 

t.drt erqi:; 
with a 

that 
view 

whir i 
toward 

one 
infi 

hopes 
encina 

to 
the 

salut i~o u; a (Ut ry or sert oz pr-t lp. 

_raIuht 
slecci f 

-

di 
r inldi] 

(a 
cator 

expl1cit 
with , 

nip! 
manr 

, 
it ude 
ectively 

t o be 
verif 

real 

iall. 
ized at 

ieasure 
a 

of r ul5 t q . t, 3. 

- vrl,IlV. Vex i f 1,i lI' ind icat or - A way of veri fyina y rorress 
Gat aap1 r -. I ct cyes-. L have been accomp lishe based on
 

I n.-t .. -- , r Id services (personn eII , conneo i t i e's
training, etc. ) provided by A. I. D. with the expectation of 
j)r '-cha n specafi:c r e.i ll t 5. 

IA t In - The results thit can be expected from the i nput sprovided that will result in achieving the project purpose. 



EXHIBIT 6
 

AGENCY POLICY ON EVALUATIONS
 

Annual Evaluation 
Planniny - Every year, Missions and AID/W
offices which manage projects will prepare an overall 
evaluation plan, which will contribute to the Agency Annual
 
Evaluation Plan. This plan will 
address both current needs andl
 
future requirements that can be foreseen from 
the programming

cycle. The evaluation plan is considered when preparing 
an
Annual Budget Submission 
to ensure that personnel requirements
 
are reviewed and funds 
programmed for evaluation activities.
 
The potential availability of key AID, 
 B/G, or contractor
 
personnel shoui-d be taken into whenaccount preparing the
 
plan. The format for annual evaluation plans is contained in

guidance issued 
 annually by PPC'E. Additional information
 
regarding the preparation of the evaluation plan and the

selection of projects for evaluation is contained in the AID 
Evaluation Handbook.
 

Impact Evaluations - In 1979, AID instituted a prograr, of 
impact evaluations. The AID impact evaluation series examines
 
sets o1 projects cn topical areas of interest to AID's senior
 
staff. The topics 
 for the AID impact evaluation series arodetermiined LinLual ly Ly the Administrator and the Agency' s
senior staff through a process managed by PPC/E/S. These 
evalu t ions sup)le. ent and complement the evaluations
undertaken by NMis sions and Bureaus. They are conducted 
p:rincijaily by AID personnel and focus on the final outcomes of
projects--project impact, 
the actual beneficiaries of project
efforts, and the longevity of project effects. 

Evaluations undertaken this
in program are published by PPC/E.
When several evaluations of a specific type have been
undertaken, the findings of these evaluations are synthesized,
together with other literature, and- published as a program.
evaluation to form a basis for future policy and project

deslgn. For further information on the 
 Impact Evaluation
 
series, see the AID Evaluation Handbook and/or contact PPC/F/S.
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AGENCY FOR INTERNATIONAL DEVELOPMENT 
WASHINGTON 	 DC 20523 

May 18, 1988
 

M E M 0 R A N D U M
 

TO: 	 IG/PSA, Mr. Mervin F. Boyer
 

FROM: 	 DAAA/PPC/PDPR, C. Stuart Callisor
 

SUBJECT: 	Draft Audit Report No. 9-000-88-00, "A.I.D.'s
 
Management System for Identifying and Solving Project
 
Implementation Problems"
 

REF: 	 Your memorandum to AA/PPC, same subject, dated 3/30/83. 

In resuon>: to the referenced memo we have reviewed subject
draft and, in consultation with the geographic bureaus and 
other office: in PPC, have compiled the following comments,
 
which we 	hope will be useful as you prepare your final report. 

The re, rl is well written and will be useful to us in 
imprv n, the Agency's project implementation systems. 
Overall, 	the findinqs and recommendations of the draft audit
 
report are verv much in line with our own concerns with 
strength-ning program management in the face of limited
 
resourcer, and with being fully responsive to Congressional
 
interest 	in the effectiveness of bilateral assistance. The
 
consistent use of project management information systems for
 
monitoring progress is important for achieving our assistance
 
object i ves. 

In some areas, we have already taken or contemplate action that
 
responds to the recommendations contained in your report. For 
example, the basic thrust of recommendations 1-4 are in 
substantial measure alrea'dy incorporated in the "A.I.D. 
Evaluation Handbook," which was issued in April 1987 and 
incorporated into landbook-3 (Project Assistance). Also, we
 
wilJ initiate discussion with PM/TD to review the adequacy of
 
A.I.D. training on these aspects of project implementation.
 
Parts of some recommendations are, however, too detailed and
 
inappropriate for world-wide guidance. Excessive specification
 
could be extremely counterproductive given the wide variation
 
of country and project circumstances in which A.1.D. operates.
 
They would constrain the judgement and flexibility needed by

the bureaus, missions and project officers in responding to
 
differing circumstances. Specific comments are as follows:
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Recommendation No. 1
 

This recommendation focuses 
on the kinds of problem-solving

activities that are normally considered part of good management

and which we should be able to expect of 
our project officers.

Handbook-3 and the annexes 
already address these concerns;

however, it may be appropriate to assess whether or 
not they
are adequately emphasized, clearly presented and 
readily

accessible.
 

Recommendations No. 2
 

We suggest that the wording be modified to reflect the fact

that this requirement is already included in the "A.I.D.
Evaluation Handbook" which constitutes Agency policy, and that

AA/PPC "reaffirm" this requirement in a statement to bureaus
 
and missions.
 

Recomm i ation No. 3
 

Sections (a), (d) and (e) of this recommendation would simply

have us repeat the requirements already established as 
policy

in the new evaluation handbook for 
establishing "information

plans" in new projects by inserting cross references in related
chapters of Handbook-3. This is probably worth doing, but 
is
 not establishing new 
policy, and your report language should

reflect that fact. We would 
not, however, require the actions
described in sections (b) and (c) because they 
are too detailed.
 
In particular, section 
(c) is an overly detailed guidance

requirement. As a practical matter, 
there is no way for
designers to forecast, with sufficient precision to build such
 a requirement into the project design, exactly how the
 
technical assistance (TA) needs of the project will be

contracted. The assigned project 
officer must determine how

best to assign roles for data collection and analysis 
to
 
support the project's management information system, as well as
the format in which various contractors should submit their
 
reports, depending 
on how and when TA tasks fit into project

implementation.
 

Recommendation No. 4
 

We concur with this recommendation with the exception of

section (b) and the wording of section (d). 
 Once again, our

project officers must be 
able to exercise judgement and have

latitte in determining whether, how, and when particular

contractors and host government agencies (if any) should report
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progress against particular benchmarks in a project's

management information system. Also, section (d) requires

rewording to reflect the fact that project officers do not have
 
unilateral authority to adjust project targets, especially at
 
the purpose ind goal levels. We suggest new wording such as
 
"..periodically assess the relevance of quantifiable

indicators.." and add the following clause:"...and document any

decisions by A.I.D. and the borrower or grantee to adjust the
 
indicators as the basis for subsequent implementation,
 
monitoring and evaluation."
 

Recommendation No. 5 

Recommendation 5(a) should be reworded to reflect the fact that
 
comprehensive guidelines on the use of 
deob-reob authority are
 
already in place and the Agrncy encourages the use of that
 
authority as a portfolio management tool within limitations
 
imposed by thp budget process. We are in tho process of 
reviewing those qcvidelines to determine the extent to which
clarification is in order with respect to the deobligation and 
reobli-tion of no-year funds -- which fall outside of 
deob-rrob a ;thori ty. 

Several bireaus are making credible attempts to identify

unneeled ( unproductive resources during their
or financial 
periodic portfolio implementation reviews or action plan

revie's,. We recognize, however, that the reviews themselves
 
may not ,e uniform among missions or bureaus. 

Recommendatio2 5(b) is too detailed and inappropriate for 
world-wide guidance. Excessive specification could be 
extremely counterproductive given the wide variation of country

and project circumstances in which A.I.D. operates. Also, it
 
would constrain the judgement and flexibility expected of the
 
geographic bureaus and missions in responding to 
a v&riety of
 
circumstances.
 

Recommendation 5(c) is a useful comment and we will consider
 
its implementation.
 

Recommendation No. 6
 

The points made regarding PACD extensions are by and large

thoughtful and pertinent. However, the report gives the
 
impression that there is something inherently wrong in the fact
 
that PACDs are often extended. This impression is not correct.
 
A PACD extension often results from the sheer difficulty of
 
anticipating exactly in the project design when the desired
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results will be achieved; as a bridge to an additional stage in
 
the project (the funding for which is sometimes picked up by

another donor); or for reasons that are entirely external to
 
the project, such as for delays caused by weather or unforseen
 
technical or political difficulties. Further, PACDs are
 
sometimes deliberately based on an optimistic schedule for
 
project implementation in order to prod host country

decisions. Using the PACD, at least in part, as a goal rather
 
than as a conservative assessment of project pace is a coma,on
 
tactic of good managers. If PACD extensions are made too
 
onerous 
project designers will respond by simply lengthening

the project implementation period unnecessarily, thereby losing
 
some of the impetus for action. With respect to the six
 
specific parts of this recommendation:
 

(a) We would want to qualify any such request for a "formal"
 
(see page vi of the Fxecutive Summary) identification of "the
 
advantages and disadvantages of alternative investment
 
stratecies" 
for small amounts of money, as this could otherwise 
be construed to reqiire rather exterlsive and costly project
design an! analysis. 

(b) Expan. ing the scope of an existing project, whether in 
conjunction with extending the PACD or not, already requires,
 
at a minimun, AID/W approval of a PP Supplement, which must be
 
supported by strong justification based on sound analysis of,
 
among other things, its development impact, before amending the 
Project Authorization and the Project Agreement (see Para.
 
l3D3a of HB 3, Ch. 13). It would be redundant to add this
 
requirement to the PACD extension section of 
the same chapt r
 
of HB 3.
 

(c) Agree, the continued funding should be limited to those 
activities for which it is justified and approved. 

(d) This is already required by 111 3, Ch. 13, Para. 13D6d(ii). 

re) This is required as a matter of policy in any project

evaluation (see A.I.D. Evaluation Handbook), which should be
 
done as a matter of course before extending a PACD.
 

(f) The preparation of Action Memoranda to document significant

project decisions is standard management procedure, and the use
 
of them is even mentioned in Para. 13D6d(iii), p. 13-1 of
 
HB 3, under "Justification for Extensions."
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LIST OF RECOMMENDATIONS
 
Page 

Recommendation No. 1 	 5
 

We recommend that the Assistant Administrator for
 
Program and Policy Coordination:
 

a. 	 augment theu hAsic precepts for mi ssion project 
monitoring and portfolio oversight systems in 
Handbook 3, CKater IllI t irclude ident ificat ion 
and resoIlut rI. of itwpI eMetation prctblemS which 
threaten thw ,p1,:,rA M i r,(r: P..t ol o't \'.e:, and 

b. 	 amend HnnA- ,. 3, .'Co t ,r I1 to incl udP more 
spec " a "; ! o :k w ,a, n, ! i nilt a cn r s a r i cif ic ri! Iu of
 
ma3or pi A l .. , .l ,cing stroni emphasis on (3)
 
dev cup q, tlh Ia( t , i Ufua, I,, (2) .e;tja ! isrhi na
 
respos i K 1 1ty f or tikin correct ivC act ins, (3)
 
docuif l t 1 n. dl r n tr I w,. a t i mr t aken1; and
 
results achieve to rsr ve problems, (4)
 
tracking I r-,A] e::' unt 11 they are resolve d, and
 
(5) forcigr reso ut io of longstanding problems
 
or dccu:.I.t te,ruasoIns nonresol ut ion.
h11e for 

Recommendation No. 2 	 11 

We 	 recommend that the Assistant Administrator for 
Program and Policy Coordination issuc a statement to 
bureaus and missions affirming that all project 
designs include reasonable and cost effective data 
management components and that funds and personnel be 
provided to make the components viable.
 

Recommenrdation U0.o11
 

We 	 recommend that the Assistant Administrator for
 
Program and Policy Coordination modify Handbook 3, 
Chapter 3, "Project Development, Analysis and
 
Prcbentation" to provide guidance on: 
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LIST OF RECOMMENDATIONS (Cont)
 

Page
 

Recommendation No. 3 (Cont) 	 ii 

a. 	 the us';e of special covenants in Project 
Agreements when considered necessary to ensure 
that colvn r ,at Irc qovernments and A.l .D., 
part icip, t e in t he gathering of baseline data 
before yr.oj.ct aet ivity gqt underway a.s well as 
periodi,2 icl duri g t.he in- lem nt ation period, and 

b. 	 usi ny ',i rnac :sj Oq (:f work t n sip I ] out 
cottrartnr roe ! KL gatlering data, incorporating 
iLtufI: LQt, v ,r ; Ut, annual work plarK and 
reqairin n report irnq of progress against 
benchrmr k.t, 11 prourtss report s to mi sE ons 

Recommendat ion No. 4 	 11 

We 	 reccr n, that the Assistant Administrator for 
Progra.- aIod Pol cY Coordination consolidate in 
relaten c,,ia ,r v of Handbook 3, by cross reference to 
the new ev" l"It io handbook , gui dance that: 

d. cleat ly defirnc objectively verifiable 
indicat ors, eithei quantitative or qualitative, 
be no] Wd(,pe Ir, pipr()Je t paper, to) measurep progress 
toward tin. p~roject purpose or goal (end of 
project status") and that interim benchmarks be 
required to measure interim progress, 

b. 	 each projert budqet include cost effective data 
management components, and 

c. 	 each project design provide for a data management 
specialist for projects with information 
components requiring specialized expertise. 

http:yr.oj.ct
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LIST OF RECOMMENDATIONS (Cont)
 

Page
 

Recommendation No. 5 


We recommend that the Assistant Administrator for
 
Program and Policy Coordination modify Handbook 3,
 
Chapter 11, "Project Monitoring" to provide
 
guidel nes; for: 

a. 	 incurpv i t i no performance data generated throuqh
 
the2 u!--,(, of quiantifjable indicators into project
 

b. 	 ensur noi t 1,l t )rog rc,;s reports from host
 
ycovcr:, ; w.: t coin c, I assistance teams report
 
of, 1pr <-)r,.,'!; agijnst indicators, including interim
 
b e ---I , :.' !.. , 

perfcrr, ic 

irmplemen~tt ion status report ing and other mission
 
Iraric .~t; t .: andJ
 

C. 	 ut. 1] I 'r. : f data in project 

'' erI7, 

,....	leyu' 'r.J pr 't cffi,-',: to perindically assess 
the r e l evaInce of quaint i fiable indicators as 
cond It Ir , clizlgT anld more, real ist ic tarqets 
become aipp,, renrt and document any decision by 
A.1.1 [. andv the borr(we or grantee to adjust the 
indicators as the basis for subsequent
 
implementciticr, monitoring and evaluation.
 

Recommendation No. 6
 

We recommend that the Assistant Administrator for
 
Program and Policy Cooterination:
 

a. 	 in coordinaite with geographic bureaus assure that
 
guidelines are comprehensive enough to identify
 
and encouraye the u, deobi igation- r-aobligation
 
actiont; when appropriate (potential deobligation
 
si t uat ior,.,, shown i r, Exhi Lit 4 of this report 
should be included in the guidelines),
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LIST OF RECOMMENDATIONS (Cent)
 

Page
 

Recommendation No. 6 (Cent) 
 19
 

b. 	 modify Handbook 3, Chapter 11 to require missions 
and bureaus, during portfolio reviews, to surface
 
potential dolligjation situations and highlight

these situations in project implementation status
 
reports and 

C. 	 estal 1 s. a syste,: to gather and maintain the 
sane infrrmat ion on deol igation and reoll igation
 
of no-ye'Ir funds a!; is presently done for annual
 
funds to facilitate analyses of how well the
 
Agency ut lizes the deohl igat ion-reobl iaat ion
 
authority on a worldwile basis.
 

Recommendat ion No. 7 
 29
 

We 	 recommeind that the Assistant Administrator for
 
Progra arc] Policy Coordinatiorn revise Handbook 3, 
Chapter 1 - Quidance on decisions to extend Proja,-t 
Assistane Co ,tion to require bureaus ane Dates 

i ssions:
 

a. 	 to se t forth project progress compared to what 
was planned, speci fy the amount of funds involved
 
in the extenion and the rate of expenditure and
 
identify the advant, 1 es and disadvantages of
 
alternativ( investment strategies;
 

b. 	 in cases where projects have essentially 
completed most of the activities in the Project
Agreement , to determine whether greater
 
development imipact could he obtained by expanding
 
the scope of the existing project or releasing
 
the funcis t ( other projects;
 

c. 	 for ext.ensij(Is,, justified on the basis of a 
speci fic act i vi ty, to limit the extension to that 
activity only, with funding for other activities 
terminated as originally planned;
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LIST OF 1ECOMMENDATIONS (Cont)
 

Page
 

Recommendation No. 7 (Cont) 


d. 	 to make an assessment of the recipient's
 
willingness and ability to take the actions
 
necessary to resolve any problems and
 

e. 	 to document the above in 
final action memorandums.
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