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The TInspector Genecral'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 rasponse is
attache?l to the report as Appendix 1. Five copies of the
report ar< attached for your action.

The report contains 7 recommendations which are considered
unresolved until more definitive actions to resolve the
problems have heen taken. Please provide to the Office of
Programs and Systems Audits within 30 days the actions planned
or taken tec implement the recommendations.

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 8Z countries which had 1life of project fundina of
$22.2 billion. Because these projects are highly susceptihle
to implementation problems it is imperative that USAIDs have
effective management systems to raridly 1identify problems,
systematically resolve them, and 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 (1) had adequate systems in place to surface
project problems; (2) were vigorously utilizina their systems
to solve 1mplementation problems in a timely manner; (3) were
Gti1llzing cbhjectively verifiable indicators to monitor
progress, detect  problems and  demonstrate the impact of
projects on Larqget groups: (4) were deobligating funds fram
projects that were failing, maraginally progressing or had
excess  money  and  were  reobligating  these funds to  more
productive areas and (5) were adeqguately assessing alternatives
before cxtending project completion dates to ensure that funds
were put to their most productive use.

Toe  aucit found  that missions had  established systems for
nonitoring  their project portfolios and were identifying
lmplenent as o problens, However, mission and bureaun
managemnent  were not  always taking a systematic and focused
approach Lt prebien solving as wis  pcssible, were not

effectively utilizing obiectively verifiable indicators as part
of thelir managenent  systems, were  not usina dechliagation-
reobligation authority as often as they should have and were
frequent 1y extoending project conpletion dates without
considering whether there were more productive uses for the
funds,

Delegations of authority instituted during the past few vears
have given USAIDs 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 systoens,
However, the thrus® of our audit was to identify areas which
had potential for improvinag performance in solvina
inplementation problems. While mission management systemrs werno
surfacing inplopentation prolilems, there was not Alwave  prompt
or effective resolutions. USAIDs 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 projeci impact on
the targeted group or area. The Agency's system of menaginag
its deobligation-reobligation authority did not ensure that it
was wused to 1its 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 missions to  monitor project
implementation were surfacing problems, but there was not
always prompt or c¢ffective resolution. Agency qguidance places
responsibility on the bureaus and missions to establish project
managemett systems that identify projects not performina
satisfactorily. We ddentifiad implementation problems in the
countries visited which had existed for several yecars hefore
being satisfactorily resolved. In our opinion, many of these
problers  could  have bheen resolved more timely if mission
project manageanent systems had better defined the problem,
clearly fixea resgronsibiality for corrective action, documented

actions taken and tracked the problem unti] 1t was
satlsfactorily  resolved, Prolonged implenentation  problers
were attributed to a variety of causes; however, a sianificant
cadse wan o the absence o of a framework  for  systematically
tracking and  reporting  actions  taken to resolve serious
proul eme, 'nless corrected  promptly, serious implementation
problems  quickly undermine  project success and erode the
aevelspmont anpact of ALT D, assistance. We  recommended that

guldance on project monitoring and portfolio oversight systems
be cxpanded to enpliasize resolution of problems and to reauire
misslon management systems to better define and track problems
anu foerce resolution of lonastandineg problems or document the
reasons  for  nonresolution., APgency management aqreed  that
guldance choull be reviewed to assecs whether it s adeauat e,
clear and readily accessible,

Missions  were  not  always  utilizinag objectively  verifiable
indicators (o measure progress aqgainst plans, detect problems
or slippage, ensure that project purposes were heina achieved
or demonstrate project impact on the tarageted aroup oOr  area,
The  Forergn  Assistance Aot reanires  ALT.D. ter develsp g
managenent  system  that  includes quantitative indicators for

neasuring  progrecs  towsrd  defined  object jves, There  were
several reasons why data was lacking to Qprify project progress
and  rwmpeact, The  principal factor was  lack  of o policy
requiring  data management component g to  bhe  desiqgned into

projects ana the concomitant provision of resonrces to pake the
components work, Without the data required to measure project
performance,  A.l.L.  nmanagers did  not have the enpirical basis
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involved 1in project extensions had been put to their most
productive uses. Alsc, projects received repeated extensions
without determining whether the delays were avoidable. Since
approximately half of the Agency's projects were extended one
or more times during their 1life, with the funds involved
reaching as much as $803 million annually, it would be prudent
management to clarify and expand requirements for decisions on
extending  project cenpletion  dates. We recomnended that
guidance be revised to require assessments of alternative
investrent strateacies and for overcoring probhlems causina
persistent schedule slippages and that final action memorandums
document  the  pasis  for o Jdecision teo  extend a project's
completion date.  Aagency management agreed that the points made
Ao by and laroace tnoughtivl and pertinent but that the report
gives the impression that something is inherently wrong with
PACDL extensionsg. Alsc, certain changes to the recommnendations
were suggesterd,
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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 audit was made in accordance with generally
accepted government auditing standards.






A. Findings and Recommendations

1. Increcased Emphasis Needed to Promptly Resolve Serious

is
Implementation I'roblems

Management systens devised by missions to monitor project
implementation were surfacing problems, but there was not
always prompt or effective resolution. Agency guidance places
responsibility on the burcaus and missions to establish project
managenent  systems  that identify projects not performina
satisfactorily., We 1dentified implementation prohlems in  the
countries visited which had existed for several years bhefore
being satisfacturily resolved. In our opinion, many of these
problemns  could  hoave  been resolved more  timely if missicon
project  management  systems  had  better defined the problem,
clearly firxet r1esponsibility for corrective action, decumented

actions taken atid trached the problem until it was
satisiactorily  resolves, Frolenaced impienentation problems
were attirirntet to o a variety of canses; however, a sianificant
Cause  was o the absence of o frapework for  oysteratically
tracking  and  repoertinag  actions  tanen  to  resolve  serious
prot e, Enlesy  corrected  pronptly,  serious inplerentation
problems  quicrly  underwmine  project  success and  erode  the

geveloprent impact of A,l.D, assistance.

Recommendation No. |1

We recommend that the Assistant Adninistrator for Prooram and

Policy Coordination- -

4. augment the basic precepts for mission project monitoring
and portfolio oversight systems in Handbook 3, Chapter 11E1
te inclade dentification and resolution of irplementation
problems which threaten the attainment of prciject
obhjectives, and

b. amend Hamdbook 3, Chapter 11 to include  more  specific
guldance on definition and resolution of maior problems,
placing strong enphasis on (1) developing the root causes,
(2) coctabibishing  responsibility for taking corrective
actions, (1) docurenting and reporting on actions taken and
results achireved to resolve problems, (4) tracking problems
until  they are resolved, and (%) f{orcing resclution of
longstanding problems Or document ing the reasons for
nonresalut 1o,

Discussion

A.l1.D. devotes o large part of its effort and funds tn the
design and implementation of projects to foster qrowth and
development in lesser developed countries. These projects are
highly susceptible to implementation problems which can limit



their success or result in failure to reach planned ohjectlves.
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 these reasons, it is
critical that the Agency have effectjve systems in place to
identify ange solve project  problems aquickly so that the
developmenta impact of the Agency's multi-billion dollar
investrent in project assistance can e maximized,

During the past few years the Agency has adopted a decentralized

mariagencnt structure which places responsibili -y for
establishine project monitoring and portfolio oversight systems
on the barceous and, in particular, the missions. Handbook 3,
chapter 11, "Project Monitoring", stipulates that these

nanagemnent systems must  satisfy the following six  general
precepts:

TT  OVerseo borrvower, grantee compliance with A.I.LD. policies,
procedures and regulations:

T ensure the timely and coordinated provision of A.I.D. (and
other) financina and/or inputs;

--  support thie borrower/grantee's efforts regarding the
effective utilization of resources and accurate forecasting
of furture problens;

-- identify iaplemoentation issues and projects not performing
satisfactorily;

-~ collect data and information for subsequent A.I.D. nroject
analyses and develop a histcrical record of implementation
for the official A.1.D. project files and

-~ prepare periodic reports  for mission and/or A.I1.D,/
washington review,

We  founc that management  systeme did npet etfectivelvy define,
document, track and resolve problems and that guidelines were

lacning on the estoblishinent of prolem solvinag systems,

Management System Design = Missions we visited bhad adopted a
variety ot formal ar i oinforme] manacemnent syctems and practices
to fulfill the monicoring precepts., These monitoring systems

generalay had alerted Agency manaders to opost of e prohlems
we adentificd during the audit. However, the systems were not
deslgned to clearly doefine probloems,  asoion respornigibility for
corrective actions, document actlioons taken, ard track actions
untal the problens were rosolved.

-



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 problemns identified during prior reviews. Each quarterly
review was discrete and unresolved proble.as from one review
were not nccessarily on the agenda for the next review. When
problers 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 identified. Responding to our findings, the

USAID agreced 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 resclving major problems.

In Honduras, the USAID's monitoring systens generally
identified problems, but it was difficult to determine exactly
what actions had been taken to resolve them. There was no
documentation linking c¢ritical problem identificacior with
Correctlve actions. Many problems existed for 3 to 5 years
after bYecoming known because of the absence of a formal
tracring and  reporting  systen that focused attention on
problers and documented the actions taken to correct them, As

a result, 1t owas ot alweye clear what specific actions were
taken or what the rosults had been. Althouah the mission had
several poanigenent  systems to overseo project implementation,
the systoie were not desianed to track, report or eventually
aAssSurle recoiutilon of critical problerns.

in Trailand, the mission had not issued overall guidelines on
Erojece HOL1Lor1ng SYSstoms and had not established a
requirement to document the cause of problems, actions taken to
resolve them and results achieved. However, officials in the
missicn's Office of Project Development and Support told us
that regulred actions were noted by them durina implementation
reviews and follow-up was conducted to see that these actions
were  taker, However, our review f{found a number of projects
which had problems causing little implementation progress 2 to
3 years into the projects' life. These problems had neot been
reported or had been downplayed in project implementation
stafus reportg.

The mission in Liberia had not issued a mission order on
monitoring systems for overseeling its portfolio of projects.
The auadit found that problems were not resolved in A timely
manner because the mission mansacment system did not identify
remedial actions to be taken, designate responsihle parties,
establish timeframes o1 rrovide  for systematic follow-up.
Sericus  problems  continucd f{or years with the effect beina
limited or nonachievement of project purposes.
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2. Mission Management Systems Should Make Greater Use of

Objectively Verifiable Indicators to Monitor Projects

Missions were not always utilizing objectively verifiable
indicators to measure progress against plans, detect problems
or slippage, ensure thal project purposes were beina achieved
or demonstrate proijcct impact on the targeted group or area.
The Foreign Assistance Act requires A.T1.D. to  develrmp  a
managenent  system that includes quantitative indicators for

measuring  progress  toward  definerd objectives, There were
several reasons why data was lacking to verify project progress
ang  Impact, The  principal factor was  lack  of a policy

requiring data  wanagement  corponents  ta  be  des lgned into
projects ang the concoritant provision of resources to make the
components work, Without the data required to measure project
pertornance, Al D, manaagerse did noe have the erpirical hasis
necessary to detect problems quickly, ensure that the project
PUrnose waoe belng  achieved  and  Jderonstrate  the impact  of
projecte,

»

Keconmendation No. 2

We recommend tnat the Assistant Administrator for Program and
Policy Coordination issus a statement to bureaus and missions
affirming that all project designs include reasonable and cost
cffective datia  management  components  and that funds and
personnel be provided to rpake the corponents viasle.

Recommendation HNo. 3

We recommend that the Assistant Adrinistrator for Program and
Policy Coordination modify Handbook 3, Chapter 3, "Project
Developrent, Analysis and Presentation” to provide auidance on:

a. the use of special covenantes in PFroject Aarcerents when
CONSL1UCT LG NeCeSSar, e ontare 4t COOPCTat ine asvernre nt e
and A.l.D., participatce in tlhe gathering of Yaseline data
before Progject AVt et underway an weel a6
periodically during the awplementation poriod, and

L. using contract ccopes o1 work to Spell out contractor roles
In gathering data, incorporating interim benchmarks into
arnual  work  plans  and  requiring  reportina  of proqress
against benchmarks in progress reports to missions.

hecommendat icn Nao, 9

We recomnend that the Assistant Administrator for Programr and
Policy Coordination consolidate in related chapters of Handbook
3, by crouss reference to the new evaluation handbook, quidance
that :

-11-



a. clearly defined objectively verifiable indicators, either
quantitative or gualitative, be included in project papers
to measure progress toward the project purpose or goal (end
of project status) and that interim benchmarks be reouired
to measure 1nterim progress,

b. each project budager include cost effective data management
component s,  atid

c. each project design provide for a data management

specialist for projects with information components
requiring specialized expertise,

Recommendation NHo. 5

wWe reconpend that the Assistant Administrator for Proaram and
Policy Coordination modify Handbook 3, Chapter 11, "Project
Moniltoring” to yrovide guidelines for:

4. 1ncorporating performance data generated through the use of
gquentifirable andicators  into project officer monitorina
systems,

Lo ensuring that prodress reports  from host  government  and
technical assistance  teams report  on  progress against
mndicators, 1ncludinag Interin benchrarks,

c. utilizing perfoermance data in project implementation status
reporting and other rles)an managenent « ystemns, and

4. requiring praject officers  to  periodically assess  the
relevance of  guantifiable 1ndicators as conditicons chance
and mure realistic targets become apparent and document any
decirsion by ALl L. and the borrower o arantee to adjust
the inagicators as the basis for subsequent icplementation,
nontt ey ing arnd evaluat 1on,

Piscussion
One of the prancipal tools Agency managers need to assess
project progress, rapidly detect problem areas or slippaqge,
facilitate the decision making process for resolvinag problems
and denonstrate the rmpact of projects, 1s performance  data
generat e thr ol ob Jectively verifiahle indicators
(indicators)., I many governmental agencies and private coctor
businenses, erparieal  data on o perforrance aned oot e Y
relied on heavily 1o decision makineg, If AT DL prasects were
doest e Wit clearly dof e SIS Al AR ERTAAY and
appropriate andicatore,  the assessment  of  progress wonld  bhe
qreatly facilitatog, (Seo Exbitlat % for definitior of terme
sed in this section,)
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Another indication that the authority was underused can be
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 were unlikely to Dbe sustainable, i.e.,
unlikely to continue to provide the intended stream of henefits
beyond terminiticn of support. This large number of projects
with questicnable sustainability indicated that a lot of
troubled projects were being allowed to continue when
deobligation nmight be appropriate. We recognize that
developmental assistance 15 a high risk business and that
failures are to be expected; however, high risk is what makes
deobligation authority such an important management tool
because 1t perwits potential failures, like nonsustainability,
to be acted upon early.
Accordine  to the  "Synthe~is", the 53 projects represented
fnnd111; authorizations of about $437 million. Most of these
proejects were also included among another group of 82 proiects
rdtem as having strongly negative implementation constraints,
Inhibrting  delivery  of preject  outruts  and  achiecvement  »f
prOjGLL qoq} and purpose. The "Synthesis" indicated that this
latter category f projects invelved funding authorizations of

-

$900 mrllion.

We  believe that the analysis of deoblication statistics, audit
reportes, and the "Synthesis" shows that deobligation-
reobligat ion autnority is underused. The amount is unknown,
but the present management system provides little assurance
that the auathority 1s usced in all appropriate cases.

Ineffective Management Systems - We attributed the diveraent
use ofr o tiie dLub]]qu«AOH‘LGO}]lgHthH authority among rissions
1n large part, to the lack of a structured management sys tem
designea toe focus sttention on deobligation potential as part
of the portfclic review process. The lack of management system
focus on deobliaation potential beaan at the bureau level and
extended to the missions. The brreaus themseclves did  not
routinely address thie decbligation potential issue durina their
portiolio reviews nor did they require missions to address
deobligation potential as part  of the semiannual portfolio
review process,

Each reqgional burcau basically passed on the guidance that it

received from PPC to its individual missions. The missions
then were  expected to review their portfolios and report
eXpecen deobligations for the year to the bureau
administiative staff, This reporting was separate from the
normal scemiannual] portfolio review process. Therefore, bureauy
project and  program pnrsonne] that participated in the
portfolia revicew process were not  involved  in judaing how

cifective the micsion dou)ligation reviews had bheen.



At the five missions we visited, varying degrees of review had
been made to identify deobligation potential, none vhich we
would characterize as being systematic. The missions did not
have mission orders addressing thie potential benefits of usina
deobligation-reobligation authority or clarifying circumstances
when use of the authority was apprepriate. None had 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, 1t was apparently not extensive 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 decbligation of funds at the end of a
project, most of the missions viewed deobligation as a tool of
last resort or onc to bhe exercised when sone outside source,
such as an evaluation or audit, identified the excess funds or
recommended a major reduction in project scope. A sumrmary of
what we founa at cach of the five missions follows.

Honduras - Thie pilgsion had one of the laraest hudaets in the
Latin American rejion. However, through the end of fiscal year
boso 1t had not used the decbliqation-recotbliagation authority
despite the several occasions this option was suagested by the
LAC Lurcau ang our reagiconal auwditors, For exanple, of the 11
projects W roeviewerd, the LAC Pureau recommended that
deoblication to considered for three of them (Srmall Farmer Tand
Titling, hural Water and Sanitation, and Health Sector 1), our
reglonal soditors had recomnmended deolliaation on twe of the
projects, kural Water and Sanitation and Export Development and
Scrvices,

In Janaary 1987, UsALL, Honduras  reported rrelirminary fiscal
year 19&7 deobligation-reobligation information to AT.D./
Wastinatoo, The M1ss10n identified four projects wilth
deobligaticn potential. Two of them had already ended and the
Lehainlng two were within one year of comnpletion, A total of
$5.6¢ million was identified in these four projects, of which
$3 million  was  in the  Kural Water  and Sanitation TProdect
discussed above., It appeared as though fiscal year 1987 would
be  tlie  first ‘ear  that  the  Henduras mission  would make
significant use of the authority. However, Agency controller
records 1ndicatea that only $204, 000 was deobligated,

The mission had not issucd a mission order explaining the
lmportance of this aunthority nor had they issued auidance on
its use.  Also, the mission did not require that deobliaation
pot-ornitial  be  highliabhted 1 the  senmiannual prejoect status
report. As a result, project assistance conpletion dates were
frequently cxitenced or additional procurement was made {or the
purpose ot using avallable project funds, Mission officials
considerea the decbligation-reobligation anthority o4 tool of
last roesort., Furthermore, mission officials said that hureau
guirdance di1d¢ not reqguire disclosure of excoss project funds or

deobligation potential in  semiannual project implementation
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4. Alternatives Shouli 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 guality problems without formally
assessing alternative strategies. Performing assessments would
help c¢nsure selection of the best development alternatives or
most cost-effective courses of action. However, while A.I1.D.
policy encouraged assessments of alternativecs before extending
project completion dates, the policy stopped short of requiring
that reasonable alternatives be formally developed and
considered., As ¢ result, there was no assurance that *the funds
invelved in project extensions had been put to their most
productive uses. Also, projects received crepeated extensions
without determininag whether the delays were avoidable. Since
approximately haif of the Agency's projects were extended one
or mpore  taines during their lije, with the funds involved
reachiing as much as $803 million annually, it would be prudent
managenent to clarify and expand reauirements for decisions on

extenalng project conpletion dates,

kecornoendgation e, 7

We recomrend that the Assistant Adrinistrator for Prograrm and
Policy Coordination revise Handbook 3, Chapter 13 gquidance on
declisiens  toe extena Project Assistance Cornpletion Dates to
reguire bureagus and missions:

d. te set fortr prooaect progress cormpared to what was planned,
specify the amount of funds involved in the extension and
the rate ot exjenaiture and identify the advantaages and
disadvantage:r ot aglternative 1nvestment strategies;

b. In cascs where projects have essentially completed most of
the activities 36 the Project Agreement, to determine
whether greaster  development  impact  could be obtained by
expanding the scope of the existing project or releasing
the fundr to othier projects;

c. for extensions  justified on  the basis of a specific
activity, tc limit the extension to that activity only,
with funding for other activities terminated as originally
planned;

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

problems: and

e, te docunent the above 1n final action memorandums.,

-29.-



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.I1.D. Project Aqgreerents
prohibit missions from financing goods or services after the
PACL unless an  extension is  dagranted. Agency guidelines
stipulate that extensions should not be granted without
justification and that the need for an extension should be
ascertained and dealt with so that further extensions will be
unnecessary.,

Handboolh 3, chapter 13 provides qguidance on PACED extensions.
The basic theme of this guidance is that changes can take place
in & proeject's environment wvhicli alter the assumptions upon
which the project's design and  implementation plans were
basced.  These changes need to be recognized early, their impact
assessed, alternatives fecr dealing with them considered, and
appluprilate nealfications made to optimize project impact.

An alternative to extending a PACD is to use the money elsewhere

when  projects have generally  met planned ol jectives or
experienced nerirous protlems., Handbooks 3 and 19 alona with
scveral  Agency  cables  and  percrandums on the use of  the
deobligation-reobligation authority contain quidance which
generaslly covers thie alternative.,  The quidance includes: (1)
considerinag negotliating a reduction in a project's scope when
imp lenentation Tiare rcet Lroqgressed orn schedule and (2)

deobligating marginally prodvctive funds, whether or not the
micelon Lot o priority alternative uce for the money.

Our review of missicn monitoring systers included examininag the

decyol o makian [rocese boliin? prone ot Conple s aAtr
extensions. T determine  whether missions were  adequately
conslder it alternatives, Including ceobligationg, before

extending PACDSs, we reviewed action memoranda and other
docurentation supportino these decisions at the USAIDs visjited.
This analysis revealed that, for nearly all the projects
reviewe:o, there Wil no documentat 1on showinqg whether
alternatives had been assessed.

While the extensions may have been for valid development
purposes, there were several which we questionea as not being
the most effective use of the funds. For example:

-- we identified projects in Kenya which were essentially
completed and appeared to have been extended to utilize the
remaining funds;

== for one case an Kenya, all project components continued to
be funded during the extension period when the
Justaitication was to complete residual activities under a
single¢ component and
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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,I1.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 reviewed 20 projects in Honduras, Kenya, Liberja, and the
Philippines that had been extended. The circumstances
surrounding the project extensions were diverse. Projects had
been extended years beyond their original completion dates and
requlred additlioenal funds, modification of arproved activities,
Or more time to use up the original funding. The investments
1 el Eroject reviewed ranged from a low of 3500,000 to a
high of $57 milliorn, and projecr topics included most of the
functional arecas in which A.1.1. provides assistance.,

Several of the 20 projects we reviewed had been extended
multyjle times; conscuuently, there were 41 prcject extension
decisions to review. Although action memorandums were signedqd
by Missior Lirecotcr for ob project extensions, there were 13
cases where the merorandurms could not be located in mission
preject files.  We reviewed the 26 project extension decisions
that were documented with an action memorancum and found only
onv anclude? consideration of alternatives.,

The 1nformation provided on the project extensions did not
appear wutficrent to support an informed decision. Infoimation
typically tacking about a project proposed for extension was:
1) the anount of funds involved, 2) project progress compared
to what was contemplated in the Project Agreement and 3) the
extent to which proposed activities during the extencion period
woul d go  beyona what Was contemplated in the Project
Agreement. This 1nformation was needed to highliqght: 1) the
magnitude of the resource decision, 2) whether a project was
progressing satisfactorily and warranted the use of the funds
and 3) the significance of the decision in terms of its
developmental Impact, so  that comparisons could be made with
alternative strategies.

The 12 project extensions in Kenya provided good examples of
the need for the information that we suqggest ., All of the
projects reviewea reached their PACDs with significant amounts
of funds remaining, Several of the projects could have been
considerea to be cosentilally complete, However, in every case
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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. Irn 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 Standard management procedure and the use
is mentioned in Handbook 3.

Office of Iunspector 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 repcrt.

2, Internal Control

The auvdit disclosed internal control weaknesses in the
following areas:

== The Agency had not irsued sufficient guidelines to ensure
that 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 policy and guidelines for "ilizina guantifiable
indicators to monitor project progress detracted fror
mission capability to identify project protleins and
demonstriate  the impact of assistance efforts (Finding
N, 2).

== The  Agency had ot 1ssued sufficient guideclines or
established a forum for surfacing potential deobligation-
reoblilgaticon situations to ensure that this authority was

utilized when appropriate (Finding No. 3).
== The lacn of guidelines for extending 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
rerorts to keep Agency managers abreast of the status of
project implementation.

We found that the reports did not always repoirt 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
detractec¢ from Agency managers' capabilities to detect and
resclve implementation problems and ensure that limited
assistance funde 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 111 - EXHIBITS AND APPENDICES




Exhibit 1

pg 1 of 2

Agency Guidance on Use of
Deobligation-Reobligaton Authority
FY 1983 through FY 1987

Type
FY Originator  Correspondence Distribution 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
existing plans and policy we 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 1 am committed to using this as an
effective management 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 opportunity to

terminate projects which are
longer consistent with our
objectives or the objectives
recipient country

Prune out projects which are
performing according to plan

Eliminate all projects which
inconsistent with our policy
priorities

Concentrate on deob:ligating
marginally productive furxis,

no

of the

not

are

whether or not they have a priority
alternative which can use the money



FY

Originator

Type

Correspondence Distribution

pg 2 of 2

Guidance

1956

1987

PPC

PPC

cable

memo

worldwide

A.I1.D./W

Nothing in the following guidance
an the exercisc of deob-reob
authority should be construed as
discouraging continued efforts to
deobligate unneeded funds wherever

possible

Recover fumnls fram prects going
off course or significant
end-of-project amounts

Normally funds should tx
deobligated when (1) a project or
activity has been camleted; (2)
missian managers determine with the
host country that projects are
going off course anid the project is
no longer effective; and (3)
decisions are made to eliminate
projects of marginal value in favor
of higher priority projects.



i e vrv o o EXHIBIT 2e
Deobligation—Recbllgation Authorlty For Annual Funds

FY 1983 trrough FY 1986

(Africa Burmay)

COUNTRY —FY 19606 ' ————————F Y 1985 — — ~————fY 982 -FY 1983
! ot $ f cf s f of $ f ot s f of s f of s f of $ f of s
Mg+ (000<1  Ragld, (000s) Mgmt  (000s) Resid.  (000s) Mgmt  (000s) Fesid. (000s) Mgm+ (000s) Resid. (0D00s)
b s Fu-ds Dects Funds Deants Funds Deobs Funds
€ e o2 Dexcir 5 Decbs Deocbs
Betswana 3 1, 74s . 2,025 0 - * R 0 - 2 800
Bgrunet 1/
Temeroon 0 - ! % 0 - 2 500 0 - ' 79 I 101 ! 98
TAR 1
Zemaa 1/
= Atcu:} I
£1. Gulnes I/
Tulean 1/ -
SulmasBissay 2/ 0 - 2 62
“anya 0 - 1 79 2 3,700 5 351 2 9,520 0 - [ 99 1 49
Lascing 1/
_itaria 2/ ‘ 0 - 2 650 0 - 2 48 0 - 1 30
“olawl 1/
“c:SHbtz;e /
Swansia 1/ -
Sevc*elT;s vV
Somalle 4 7,300 | 200 I 3,100 o -
Sudan 2 12,500 2 292 0 - ' 81
Swazllang { 9% 10 2,605 | 7% 0 - 0 - 1 19
Togo 1/
Boamda 2 5,483 0 - 0 0 ! 31
laire 0 - 2 700 ' 100 5 * 879 1 170 1 30
lo=bla 1/
Zimtetve 1/
ScutS Afr. Reg 2/ 0 - ] 23
Merics Pag - 2 59% 2 730 0 - 3 619 ! 127 [ 108 2 12 10 553
TOTAL 1 15,123 10 3,829 6 19,300 28 5,302 5 {0,497 9 Y] 5 482 21 1744

1/ = Country %2 no Aacbligatlon sctlons
&/ = Country had deodbligations but all of them Invelved return of resldua! end of project funds
Note: Coyn*ry progracs whilch were Just sterting or terminating, those funded wlth no-year money,

an? thoca wlth anly cra oezolng croject were excludat fraom 4his exhibit,



Selected USAID's ilse of *the EXHIBIT 2b
Daobligation-Recbligation Authority For Annual Funds -
FY 159Y throuzs 7Y 1GRE
{Aglm a2 ‘eamr tmgt Byraay)
COUNTRY Y 1986 -‘-—-‘i::;;Y FOES e e mmmme—ee——fY |98 e —— ~—fY 1983

/ot s / of $ /7t s Ay ot s Y s f of $ ’ ot s

Mopm ¢ O00s) FReslid, (000s) Mgm ¢ (000s) Rasld (2008 Mot (000s) Resld. (000s) Mgm+ (000s> Resid. (000s)

Dot s Funds Dwobs Funrds Coabs Funds Deobs Funds

Decb s (mobs Deobs Decbs

Nasr tag?
Towpt 4 5800 8 2799 10 17818 17 11,025 7 83,882 8 18,040
lordan 2/ 0 - ! 150
Labmnen 0 - I 481 I 557 0 -
Morcceo 2/ 0 - 3 473 0 - 2 208 0 - 3 320 0 - | 690
ran el
Tu~isia 2/ o - ] 650 0 - 4 381
Yemen 2/ 0 - | 4l 0 - ! 1,358
NT SeéTéﬂal 4
Asla
Banglisdagh 2/ 0 - ! 70 0 - 3 222
Bu=s 2/ 0 - ! 336 o - | 280
truia 2 6900 2 7200
Indonasia 0 - 4 1199 6 8,737 14 2,997 6 8,325 9 1,598 | 945 0 -
Napsl 2/ 0 - 2 417 0 - 2 27
Saxlistan 1/
E~Itlioplres 4 67,872 1 58 8 29,437 12 5,687 2 620 8 3,519 2 2,146 4 2,350
Sri Larka 0 - ! 1,658 | 300 3,950 2 725 I 202
Thaliand 4 3,030 4 1,064 2 695 2 220 1 500 0 - 2 1,103 0 -
Asia RPaglonal 2/ 0 - | 7
Se. Pacific Reg V/
TOTAL 14 83,602 26 15,587 27 56,987 54 24,918 10 10,002 23 5,895 i4 88,801 25 23,277

1/ = Country had no deoblligation actions

2/ - Country hed deotllgations byt all of them Involved return of residual end of project funds
No‘n' Country programs which were Just starting or terminating, those funded with no-year money,
and *those with only one ongoling project were axcluded from this exh!bit.



felected USAID's Usa of the EXHIBIT 2¢
Uactligation-Fecbligation A *hority For Annual Funds
FY 168%Y through FY 1SR5
{Latin Amarica ant 4he Usribtasn Bureay)
COUNTRY -FY 1986 ——FY !QS')-----—-—-f sm——e————e=fY [|G34 -FY 1983

f of s / of s ot s 4 ot S 7ot s § i s # ot s f of $

Mg+ (000s) Resid. (000s) Mgmt (CO0s)  Rasla, (000s) Momt (00053 Resld.) (000s) Mgmt (000s) Resid. (000s)

Deobs Funds Deobs Funds Deobs Funds Deob s Funds

Decb s Dectbs Oeob s Decbs

Bellze 1/
Beotivia I 110 | 102 [ 5,300 0 - 0 - I 35
Ceosts Rlce VS
Do Fap, 2 6,690 0 - 0 - i 7
Zoumdor | 63 0 - 2 2,500 I 250
£! Satvador | 1,000 0 -
Cuatarsls i 1,000 2 750 | 544 l 150
Halel | 96 0 -
Honduras 1/
Js—sica 1 3,000 2 121 3 9,000 2 500 0 - | 500 i 2,310 0
Parnar 0 - 1 264 ! 315 4 3,120 | 1,100 0 -
:‘nru ,//
Ca-ib. Reg. ‘ ] 2,750 0 -
LAC Reg I/
=OCAP 0 - ! 3,400 1 150 0 -
TOTAL 5 10,753 6 4,535 9 14,825 8 3,972 5 8,040 2 650 1 2,310 2 42

1/ Country had nc cdecbilgation actlions

Note:

ir\

Country programs which were Just starting or tarminating, those funded with no-year money,
and those with only one ongoing project were excluded from this exhiblt.



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 84 FY 85 FY 86
Africa $ 2.6 $ 12.1 $ 36.7 $ 19.0
Asia/Near 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 $149.8 $209.8 $140.3 $139.5

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



(Note:

EXHIBIT 4
Page 1 of 3

General Situations Where Funds Might
Be Fully or Partially Deobligated

References to "project" below apply equally as well to
project components)

In any 1instance where the project budget exceeds what is
necessary to meet project objectives. For example:

(a)

(L)

In

When the originally planned activity has been or can
be accomplished with less than the funds budgeted, or
the activity has been reduced 1In scope (modified,
amended, restructured, terminated, changed in focus or
transferred  to  another project) and will not be
carried out as planned, or

When  signifacant  fund balances will remain at the
Project Assistance Completion Date (PACD) due to slow
or non-inplencntation of activities: and extending the
PACE would bLe unjustified. (Unjustified considerinag
other priorities and the marcinal benefits expected
from continuing the project, or unjustified due to
continuing 1wplementation difficalties which do not
appear solvable in the near {future.)

si1tuations involving troubled, and marginally

progressing projecits where:

(a)

(b)

(c)

the project problems  are mainly due to lack of
government support including funding, etaffina,
management attention or legal arrangements,

the project prohlews are related to government policy
matters such  as  user fees  for  services and  the
government refuses to modify its policy, and

the project will place a further financial burden on
the country when implemented and the country is
expericencing  serious problems in funding recurrent
costs,



EXHIBIT 4
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General Situations Where Funds Might
Be Fully or Partially Deobligated

3. In situations where:

(a)

(b)

(c)

(1)

(g)

(h)

(1)

(3)

(k)

(1)

the project has gone off course and is no longer
effective or 1s not meeting objectives,

the project has had serious long standing (two years
Or more) impiementation problems,

project Tyl ement at ion progress is deemed to Dbe
excessively siow,

delaye arn amplementation preclude achievement of the
Project purpose,

there  have  bween  extended delays  in accomplishing
initial implementation actions such as meeting
conditione precedents or inability to reach aareerent
on final desian of the project,

the  proovect 1 Seriously  underachievina  critical
project outputs, such that the attainment of project
objective:r appears unlikely,

there has been an unfavorable change in the project
purpose atsumptions,

mistaken  environment assumptions for the project
result 1n marqginal progress or effectiveness,

the grantee  haw failed to utilize the funds and
provide required management attention to the project,

demand for project funds does not materialize to the
degrece  and  over the timeframe envisioned in the
project agreement (especially applicable to private
enterprise type projects),

the project is deemed unlikely to be sustained by the
hest country upon completion,

the project cannot he completed on time because of
uncontrol lable circumstances such as continuing
hostilities in the pruject area,



(m)

(n)

EXHIBIT 4
Page 3 of 3

General Situations Where Funds Might
Be Fully or Partially Deobligated

the project 1s marginally productive whether or not a
higher priority alternative has been identified for
use of the funds that would be relcecased,

the project achieves outputs in excess of needs even
though the project has not achieved its planned full
implementation, and

the praject no longer conforms to Agency policies and
goals or country and sector strategy, and redesign of
the  project  proves unsuccessful or not worth the
effort.



EXHIBIT 5

DEFINITION OF TERMS

Logical Framework - A summary of proposed design emphasing the
results expected when a project ig successfully completed.
Results are expressed as objectively verifiable indicators.

Goal - The terr designating the programming level heyond the
project purpose. It provides the reason for the project and
articulates the end toward which the effoets of A.T.D. are

directed,

Purpose - That which 1s expected to be achioved if the project
s  corpleted  successiuliy and on time. It expresses  in
quantitative  or  qualitative terms that  which  one hopes  to
create, acconplish or change with a view toward influencina the
solutlon ol a country o1 secter problep,

Taraget - An indicator with o maanitude to be realized at a
specrfae dater an explicit oo obhectively verifiatle mpeasure
of recsults exjected,

Orjectiavely Vergfiratly Indicator - A way of verifyina prooress
— i e - - e e i e M L L J—

that  planned  oliectives  have  been accomplished based on
CVIdence rathor than opinion,

Injute -~ T quods o1 50TrVices (personnel, commodities,
traiming, etc.) provided by A.I.D. with the expectation of
producing specific results,

Outputs - The results that can be expected from the inputs
provided that will result in achieving the project purpose.



EXHIBIT 6

AGENCY POLICY ON EVALUATIONS

Annual Evaluation Planning - Every vyear, Missions and AID/W
offices which manage projects will prepare an overall
evaluation pian, which will contribute to the Agency Annual
Evaluation Plan. This plan will address toth current needs and
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 shou.d be taken into account when preparing the
plan. The forrat for annual evaluation plans is contained in
guidance issued annually by PpC,/F. 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 program of
impact evaluations. The AID impact evaluation series examines
sets of projects on topical arcas of interest to AID's senior

staff. The topics for the AID impact evaluation series are
determined annually by the Administrator and the Agencv's
senior staf{ through a process managed by PPC/E/S. These
evaluatiorns supplenent and complernent the evaluations
undertaker., by Missions and Bureaus. They are conducted

Frincipatly 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 in this program are published by PPC/E,
When sevceral evaluations of a specific type have Dbeen
undertaken, the findings of these evaluations are syrithesized,

together with other 1literature, and published as a progranm.

evaluation to form a basis for future policy and project
design. For further information on the Impact Evaluation
series, see the AID Fvaluvation Handbook and/or contact PPC/E/S.

W
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AGENCY FOR INTERNATIONAL DEVELOPMENT
WASHINGTON DC 20323

May 18, 1988

MEMORANDIUM

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

FROM: DAAA/PPC/PDPR, C. Stuart Calliso&

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 3/30/883.

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

The report 1o well wricten and will be useful to us in
improving the Agency's project implementation systems,
Overail, the findinas and recommendations of the draft audit
report are very mich in line with our own concerns with
strengthening program management in the face of limited
resourcers, 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 .mportant for achieving our assistance
objectives,.

In some areas, we have already taken or contemplate action that
responds to the reccmmendaticns contained in your report. For
exampie, the bacic thrust of recommendations 1-4 are in
substantial measure already incorporated in the "A.I1.D.
Evalunation Handbook," which was issued in April 1987 and
incorporated into Handbook-3 (Project Assistance). Also, we
wil) 1nitiate discussion with PM/TD to review the adequacy of
A.1.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.I.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 suaggest 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 Gtatement to bureaus
and missions,

Recommendation No. 3

Sections (a), (d4) 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, czcection (c) is an overly detailed guidance
reguirement, 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 assiqgn roles for data collection and analysis to
support the projcct'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
latitude 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.DP. and the borrower or grantee to adjust the
indicators as the basis for subsequent implementation,
monitorina and evaluation."

Recommendation No. 5§

Recommendation 5(a) should be reworded to reflect the fact that
comprehensive guidelines on the use of deceb-reob authority are
already in place and the Agrncy encourages the use of that
authority as a portfolio management tool within limitations
imposed by the budget process, We are in the process of
reviewing those aquidelines to determine the extent to which
clarification is in order with respect to the deobligation and
reobligation of no-year funds -- which fall outside of
deob-renh authority,

Several bureaus are makina credible attempts to identify
unneeded or unproductive financial resources during their
periodic portfolio implementation reviews or action plan
reviews., Wo recognize, however, that the reviews themselves
may not e uniform among missions or bureaus.,

Recommendation 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.I1.D. operates. Also, it
would constrain the judgement and flexibility expected of the
geographic bureaus and missions in responding to a variety of
circumstances,

Recommendation 5(c) is a useful comment and we will consider
1ts implementation.,

Recommendation No. 6

The points made reqgarding 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 doror); 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 agoal rather
than as a conservative assessment of project pace is a comion
tactic of good managers. If PACD extensions are made too
onerous project decigners 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 Executive Summary) identification of "the
advantadges and disadvantages of alternative investment
strategiecs" for small amounts of money, as this could otherwise
be construed to require rather extensive and costly project
design and analysis.

(b) Expandina the scope of an existing project, whether in
conjunction with extending the PACD or not, already requires,
at a minimum, AID/W approval of a PP Supplement, which must be
supported by stronag justification based on sound analysis of,
among other things, its development impact, before amending the
Project Authorization and the Project Agreement (see Para.
13D3a of HB 3, Cch. 13). 1t would be redundant to add this
requirement to the PACD extension section of the same chapter
of HB 3.

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

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

Ce) This is required as a matter of policy in any project
evaluation (see A.I1.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. 13-11 of

HB 3, under "Justification for Extensions."

4
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LIST OF RECOMMENDATIONS

Recommendation No. 1

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

a. augment the basic precepts for mission project
monitoring and portfolio oversight systems in
Handbookx 3, Chapter 11E]l to include identification
and resclutiron of i1mplementation problems  which
threaten the attainrent of project ol jectives, and

b. amend Handboow 3, Chapter 11 te include more

specifle Guilance a0 achainmtaon and resalution of
major ptrohlenms, placing strona emphasis on (1)
developing thic oot Causes, (2) establishing
responLsibility for taking corrective actions, (3)
docurentine and reporting  onooactions  taken and
results achileved to resolve problems, (4)

tracking prodlens until they are resolved, and
(5) forcing resciution of longstanding problems
or dccurenting the reasons for nonresolution.

Recommendation No., 2

We recommend that the Assistant Administrator for
Program and Policy Coordination issuc a statement to
bureaus and missions affirming that all project
designs 1include reasonable and cost effective data
management components and that funds and personnel be
provided to make the components viable,

Recommendation Ho, 32

We recommend that the Assistant Administrator for
Program and Policy Coordination modify Handbook 3,
Chapter 3, "Project Development, Analysis and
Presentation” to provide guidance on:

Page

11
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Recommendation No. 3 (Cont) 11
a. the use of special covenants in Project
Agreements  when considered necessary to ensure
that coOperat 10 governments and A.1.D.,
participate in  the gathering of baseline data
before project activity gets underway as well as
periodically during the implenentation perilod, and
L. using ocontract G e of  work  to spell  out
contractor rolec in gatherina data, incorporating
1nterin benchrarks  1nt«. annual  work plans  and
regilrinag reporting of proaress against
benchmarrne 1n progress reports to miscions,
Recomnmendation No. 4 11

We reconren: that  the Assistant Administrator for
Prograr and Policy Coordination consolidate in
relate chapters of Handbook 3, by cross reference to
the new evaluation handbook, quidance that:

a. cleatly defineo objectively verifiable
indicators, eilther quantitative or qualitative,
Le rncluded 1 projyect papers to measure progress
toward the project purpose or goal (end of
project status) and that interim benchmarks be
required to measure interim progress,

b. e€ach project budget i1nclude cost effective data
management components, and

c. each project design provide for a data management
specialist for projects with information
components requiring specialized expertise.
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Recommendation No. 5 12

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

a. dncorporating performance data generated through
the use of quantifiable indicators into project
of ficerl monrtoring systems,

b. ensurinqg thiat Progress reports from host
governrent anc technical assistance teams report
oL progress against indicators, including interim
bencrnrari:.,

c. utirlizainc perforrance data in project
implementation status reporting and other mission
ManaGenent syctens, and

a teguirenyg project offircers to periodically assess
the relevance  of  qguantifiable indicators as
conditicue  change  and more  realistic targets
become¢  apparent  and  document  any decision by
A.l1.D. and the borrower or grantee to adjust the
indicators as the basis for subseqguent
implementation, monitoring and evaluation.

-~
Recommendation No. 6

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

a. 1n coordinate with geographic bureaus assure that
guidelines are comprehensive enough to identify
and encourage the use deobligation- rz2obligation
actions when appropriate (potential deobligation
situations  shown in Exhikit 4 of this report
should be included in the guidelines);

19
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Recommendation No. 6 (Cont)

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. estallish a4 syster to gather and maintain the
sane 1nformation on deobligation and reobligation
of no-year funds as 1s presently done for annual
funds to facilitate analyses of how well the
Agerncy utrlizes the deobligation-reorliaation
authority on a worldwide basis,

kecornrnendation Ho. 7

We recomnend that the Assistant Administrator for
Prograr. and FPolicy Coordination revise Handbook 3,
Chapter 1 quidance on decisions tc extend Projert
hssistance Coupletion Dates to require bureaus and
missions:

a. tou sect forth project progress compared to what
was planned, specify the amount of funds involved
in the extension and the rate of expenditure and
identify the advantages and disadvantages of
alternative investment strategies;

b. in cases where projects have essentially
completed most of the activities in the Project
Agreement, to determine whether greater

developnent impact could be obtained by expanding
the scope of the existing project or releasing
the funds to other projects;

c. for extensions justified on the basis of a
specific activity, to limit the extension to that
activity only, with funding for other activities
terminated as originally planned;
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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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