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Control Number 645-253AM
 

Date: September 25, 	1992
 

ACTION MEMORANDUM FOR THE ACTING DIRECTOR, USAID/SWAZILAND
 

DATE: 	 September 25, 1992.
 

FRUO: 	 PDliamini PD'\,EO 

THiBCUT.GH: 	 Edward Baker PD/PEO41 2 

M.anagement E......i . r ... (BMEr) 
Project 645-0234 

AC7ION REQUESTED: 	 PurI). to Africa _.reau Cf.elegation 
Authority 55i1 , rev. seJ, your approval is 
reques ted to (a) au t.hori ze a $410, 000 
increase in the life- f-project funding and a 
two yea.r ext.ensi on for a Co,:perative 
Agreerent with thIT rusine c Management 
Fx.er:sion Program "BM1EP) , and (b) aprrove a 
waiver of the 2 5.% PV( con,tribution 
requirement for this additional funding. 

A. ZA 

From 1988 to, 1992, USAID funded the Business !anage:ent Extensicn 
Program (BMEP) with a total of $641,000. This action memorandum 
requests an increase of $410,000 anrd a life of project extension 
thr,ugh November 1994. JSAID initially provided assistance to 
P.M thv,-,,- } grant of $350,000 (Small Enterpr.se Support 
2r:.ject, 645-02t2) to the Manzini Industr.ial Training Center 
(MNTC), the objective of which was to encourage sel-employment 
by providing business management skills to MITC graduates who 
were unable to find wage employment. An eva.lua:..-;,n of that 
pr,:gram recommended continued donor suppcrt based on the belief 
that BMEF had laid the foundation to provide a unique training 
service, the need and demand for which had clearly been
 
demonstrated.
 

Subsequently, BMEF registered as an independent PVk and, in 1990, 
received a second ESAID grant. of $251.,000, which was increased to 
$291,000 in April 1992 to cover an escalation in costs. 
BMEP has been audited annually by external audit firms, and in 

FY1992, it. commissioned a five-year strategic plan and an
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C. PROPOS;AL REVIEW PROCESS: 

were held on
and ECPR level meetings for the propsalssues respectively. A summary of issue.

August 27 and August. 31, 1992, 

raised arz their resolutions follows: 

1. FjiLDcial Management Review 

r management probIems and 
Recent audits identified fi ca!L 

including the disappearance of non-USAID funds 
irregularities, 

to BMEP's former Finance Officer. It should be rioted
traceable 

Director was very instrumental i n .he 
thctt the BPEP ProjeL-

As she ha6 b&-n away
the di screparncies.disc,.,vcry of financial 

-Lo bringtime, under AID spunis;ored training,
from IPMEP for some tofor an internal audi 4 

to sheherself up date, pressed 
al n t ure S. Based on prelimi.aryA 

noiicd exendi et.h-'ug"iyn-g-~0examine 
. A,,ffjc 7rotif2cd,ngative resu.11ts, ,;he the EVAiD Contr,.i' ' .-

ther'A'v- - .rpresentative then- n 'C -. IrJe- to imrpr..ve fina :c 
and maie reommiendaT,iof,S

ir.t na! ,ontrols . - est of it.s ability that the
MaY.,. .. ent in di- tlo erDsur 


fund- .:.:rig

a",u s . n:d carelessre.:- t.hat o-..:urred with non-AI--

to and has reoccur. BMEP has
the !a,.t tgrant will not 

iMrplenent the recommendatiris, includiing -,1e 
already begun to Ortherqualified finanl2;al manager".
hirinr of a ne :w arid i.ell 

With thisthe ,ag-hbelow.are discussed in recomme-na--o ns 
be-ing iLent.e, th'e Cor-ollers Office 

...... r~tand actions 
fi i ac" - management. system. are 

has ,_r!cluded that BMEP s 
PMEP is, eligiblein terms of U'SAID requirenentz anc tnatad~cqr.e 


to :ontinue reeiving a,-vantes.
 
m has the pastPMEP's financial management syStf in 

As background, requirements by both 
been certified as adequate in terms of USAID 

B & A Officer. As with anyand thethe USAID financial analyst 
work around the internal 

system, if an individual chooses to 
be done. However, it
 very little that can
contr,0s there is internal C-ontrols 

be noted that the accounting system and
s,-hould was detected through

the the:ft of ncn-jFATD funds were such that 
it. is in BMEP's favor that. a 

audit. As rrienLioned by an auditor, 
could actually be 

system existed, through which the errors 

detected.
 

accountantsPBMEP has retained a firm of to 
To improve efficiency, 

system and, as previous.lyfinancial managementestablish a proper 
the erra:n Financial Officer with a wl. 

ment.r.ned, has replaced Finan.c:ia.designated as 
experienced, qualified new employee, 

for BMEF's cveral! finan-.-ial
will be. responsibleM-anagr, who has.portfolio. This individual 

Management, including the loan 
the grant as of

complete reconciliation of 
already completed a 

September 1932. 
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recover the misappropriatedin ,dditio., BEP is taking action to 
of thise'"re-- that- it suffers no further lossesfu-IJ-,'d 

has agreed to adit to
5!:,rt.. ThE officer in questlon 

offence in writing. BMEP': Director is working with the
tle 

and content of the admission and is seeking
officer -n form

" the missing funds. BMEP will 
an agreement. fi.,:r the return of 

with a of letter and reports ,,n
copy the
furnish USAID 
repayments. 

been made to further trengthen controls
Other changes .hich have 
to predlude lo.s of or misuse of AID funds are as folcows: 

account will be the Project
a. The only signatr'r: to the tJSAID 

and a of Board who is Director of MITC.
Director member tLh-. the 

statements will be
h. In T.he f;n:;re, copies of all BMEP bank 

add'itionalz,-,bmit-ed with vouclers. This wil prc.vide ar control 

f,-r .SATIi) in t& ':i - of mconit::ring experditire' 

' t"e bank i., r:hch USAI-Ys funds have 
.with 

a differnt .beer deposited, USATlD funds will be r,_ove,.d to 
ban often denited t.h. wrong .,-.ount, greatlyFc.r" example, th,--

c,-,. p ,ating the r.-:ni toring of a..',.,-,unts 

of personal -.elephone calls, BMEP
d. Due t, -.he hgh incidence to class C telephones ( no longwill change ,.hce teleph,.one system 

distance) 

2. ...... ,-n and ntation 

evaluation pointed out some weaknesses in BMEP's
The' 1992 rrogram 

levelBeard, the most important of which concerned the member's 
Board regulations,and contribution. Adher.<nce toof commitment of' the Boards role and a correspondingproper dfir~iticn 
representation of

restructuring are ne,::essary to provide broader 
to the of and to reflect

sectors critical success: the program 
Board has appointed a
BME's current- developmental stage. The 

issues, and recommendations at
committee to.-, investigate thes.e make 

the next Boari meeting. 

BMEP and the Swazip___rdinainfla-Retween3. ,jo.h-' Co 

Business Growth Trust(SBGT)
 

An explicit. an6 clear definition of the relationship and possible 

between these two organizations is necessary to

co-ordination 


conflict and duplication of effort and to maximize the 
use
 

avoid 

the TISAID, BMEP's Director and the

of resources. At suggestion of 

SBGT's General Manager have met several times to discuss these
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issues, and they have agreed to meet monthly in the future. 

The ---,.r difference between the two, organization:.. --es in their 
defin -. _arget. groups. BMEF' s target group consi st.s of per.-,-,ns 
nowuu-. - - ,: co-,e generating activities, which have potential 
t,, grow into small businesses, and certain small businesses 
mainly in the trades. SBGT's clients are at a more advanced 
level; they are already small businesses with a fixed location
 
and at least n:,e hired employee. The Director and the General 
Manager have discussed client, referrals; BMEF has already 
rec-,mended one of its graduates t 1:T. 

Because .,f the desirability of coordinati ng the activi.ies of -.h
tw.- proj-.cts USATT will conduct a joint evaluati:,n a-y2n 1994. 

AID p icy re res that A D- ppozted EVO . cover _ o. i:.r 
c.-ts from non-A!D s,:urces. In ac,or,in-co with ,:,li,-cy 

.e..r.. i :oI, the ,-, Director .s author- t ,,:.-.-1Ve.
requ.re er:t, under cer ain circurst a. .,_-e The 2C, 

co1,ribution waz u.1V.iveci fC.r t e original grant to -ME? and tho 
ir.u*rst..rUTS .1usti"ying that waiver continue t. .y. BMEP is a 

youngt. , I.fll..1_ PV0C that has not. yet been able to revote significant 
effort t.- ob-- ini:g alternative sources of funding. its proposal 
out.lines plans for raising revenue and attracting cntributi -, 
through fees for training and extension, comr-mercia" rents for 
worksh:p sT.ace, and loan fees and interest. DMET will als. seek a 
Gove ne.r .. subvention such as that enjoyed by MIT;,, to cover 
pers..~... " costs. 

° Although BMEP will not be expected to contribute5 of grant 
program costs, it will use its best effort to contribute to the 
project, in keeping with their cbjective deve] -ping 
a] ternativ. sources of funding including fees -:.r services 

eic..vered. Furthermore under the cooperative agree::ent BM-.- will 

be reqired increase efforts obtain ern, :t,:,, its to a -:'r! tive 
of fund':;g. B:EP has also been advised that USAID Trr' not be in a 
positi.rt to provide additional funding beyond this grant. such 
that DMEP must take steps to ensure that. PMEP's activities,,. 
continue after the grant is over. 

. CARF Advisory Servces-s 

In 1990, CARE and BMEP entered into a Memorandum of Understanding 
for technical and advisory assistance by CARE no BMEP. CARE 
successfully assisted BMEP in computer skills and extension work
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In some ofand in the development of a five-year strategic plan. 
needs continued assistance. CARE's
the activities, however, BMEP 


final report, submitted in August, 1992, confirms that BMEP
 

requires additicnal staff'training. BMEP also needs a management
 
to create and mainta in an effective andinformatiOn system 

accessible cient information base. To meet. these needs BMEP has 

budgeted E24,000 for staff training and EF,600 for ad hoc 

technical assistance.
 

CARE also assisted BMEF to formulate cind esta'c-ish a formal goods 
which has been reviewed antand equi;pment procurem-ent system 

apr,'oved by USAID. 

6. O l,-__i C.ti.i.[s.orv"._Sl 	 t-- De-v-!nrf' fn .-

BMEF has identified more than a dozen organizations in 

are involved in small enterprise devel.opmeT..Sw.aziland which 
.,ome are actively operational while others are .tilil finding 

their !,-?arings. There are institutions .ffering loans: (e.g. 

skills training and support me-:h-nismsSw-:%1 zbank, Central Bank); 
(e.g. SFDF, MITC) ; acro's- the- boars as i:-tance to spe-i 

cli r:.eie ',e.g. WI r, DDS); aE;istanc to i.dividu.aI entrepre -eur:. 

to <'Ce.SS lending and trainirig institutions (e.g. SEDCO, SWAS.A1A . 

and 	 ad h,- business management training to fairly sophisticaTeu 
Maseko Cons.uitancies).entrepreneurs (e.g. 'Union bank, 

occupies a unique n:iche as L,he only iristitutionBMEP, however 
business managem:ent trai-ing andproviding full time practical 


advisory services t, the target grc-zp it serves.
 

7. Registration 

update of fundThe Issues Committee suggested a review and 

raising and administrative expenses as a percentage of BMEP's
 

still con'forms ,ith registrati .:c:,st5 to asicertain whether BMIEP 
BME? was, on May 2, 1991, fully registered by All:",,standari--.. 

a.s a non - US privalt-J vc! unta:/ 	 orv nizati -,n eligible to receive 
of certificaT.ionAID funding. BMEF has maintained the conditions annual auditerdsubmittedof e3 ig.ibi!ty, a nd has, as re!quired, 


financial statements to U?5A1\']Dwazi land. The IJSAID Controller's
 
Office has reviewed the statements and, based on those reviewzs
 

and knowledge of the project thr:igh direct. contac-r with BMEP
 
with registrati ,onmanagement., has confirmed that. BMFP conforms 

standards. ?MEP has only minimally been involved in fund raising 
of the grant to date. While s,r)activities during the period 

of thefund raising activities are planned during the period 
grant extension, it is anticipated that such fund raising will
 

of BMEP costs, well withininvolve only a small percentage 

registration limits.
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seek recover a port.-:n, of operational costs through
BMEP will to 

from its workshops.loan fees, and rent
training, c<.nsultat.ions, 

of E2i5 000 from Barclays Bank 
has also received a soft loanIt 

clients. in addition, BMEP's Director has 
for on-lending to its 

for a subventionwitY. the Governmenti.nitiat9d discussions 
Commerce -nd Industry. As indicated 

through the Ministry of 
taie steps to obtain funding t.o sustain i.T.S-, 

above, BMEF will 
]SAID's grant expires.
activit.s after 


in the Cooperative0Of-. tIS ear-marke isU$7)I ,000(a) requested extension, $69C,000
Agreement.. incluing the 

bal ance of $5,000 to cover 
pr.-,gram colts, ].eav- ng aallcac~ted f,:' 

A joi nt evalua-.icfn of BMEP and 
eval nation exzpr.nses. ($1:F2.7). 

.f re:UCEs.the ;-seSFBGT is recommrened to m'. 


Th= (hrr -.itt.ee liscussed the possibi ity
 
) V,,c• P 

African region
0. new %7.S. source of vehic]!.., in the Oouthern 

it might. h.tve c.: BMEP's plans to purchase two 
anid the effe't be' n,-- known if vehicles will 
addi".ional 2'iK s. Tt. i 

sourcesthose offered by localprice comparable t.-,available at a 
budget. Before purchasing

which provided the basis for t.he 
the procurement
required t- c.earvehicles, BMEP will be with 

a U.S. source at that
confirm the avaija-ility ofUSAID who will 

to AID procurement
act, c;n appr,-,pratetime and recommend 

rEguatons and policies.
 

required for procurement from 
(c) Ki-r.vys: Waivers are not shall be 
Code 935 countries, although procurement of commodities 


from the U.S. to the maximum practicable 
extent.
 

registered PVO and the 
(A) Co.[.- L"L Because BMEF is a 

infield program
Ccoperative Agreement wil support BMEPs 

procedures
eligibility requirements and selection

accordance. with 
3, 4B5, the competition13 and Handbook
prescribed in Handbook to be
are considered
for selection of recipients
requirements 

met.
 

(e) GnS Concrrence Concurrence from the GOS to implement this 

project was obtained in connection with 
the second grant, and was
 

included in the registration package. 

The project is technically sound. 
(f) Technical Ana1Ylysis 


BMEP similar to services

be provided by are


Services to 

which received positive


previously provided by them and 

identified by evaluators,
Where problems have been
evaluation. 
 In addition, during


BMEP has or is taking steps to resolve 
them. 
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and establish self sustainability
this grant, BMEP plans to test 

mechanis5.
 

(g) Eja z.Il_,nal -iaL'" Financial analysis conducted by USAID 
an
Fin..Pnciai Managereent Office supports the viability of BMEF as 


included in the registration
organizat.ion (Copy of report 

package). In terms of social soundness, the project addresses a 

need in Swaziland and BMEP's previous activities have
basic human 
proven to be appropriate and desirable in the context of Swazi 

society and culture. 

(h) caylu t: BMEF will covenant to provide maximum in kind 

support and to seek other donor assistance and sources of income 
to suztain future activities. 

Program: The Private Enterprise 
Office :vi!l mcnitor the program. USAID will arrange for at.
(i) Mi ss.o r maL o the 


of FY1994.
external -valuation of the project in the first half 
with the Swazi Business
The evaluat.ion will be conducted jointly 

Development .r..ect mid-term evaluation. 

(j) Progr.rnmiflgd : The amount requested by BMEP was 

included in the FY 1992 CP for ohligation. 

(k) U - Substamtive Iw MEE: Elements of USAID 
such as a USAIDinvolvement, with BMEP in this project., 


requirement for annual workplans and bi-annual progress reports
 

and their approval by USAID; and a high level of USAID monitoring
 

of the project, along with frequent consultations, t., advise BMEP
 

in the refinement of project implementation and strategies,
 
should be incorporated into the Cooperative Agreement.
 

(1) Drug-Free Workplace and Lobbying.Certifications: Drug Free
 

W,:,rkplace and -lobbying certifications will be obtained prior to
 
EMEP signing the Cooperative Agreement Amendment.
 

D. AT]3''H(";RUTY 

Under Africa Bureau Delegation of Authority 551, revised, you, as 
Acting Direct.,*o of a Schedule A post, have the authority to amend 
Project Authori zations provided that the Amendment will not 
result. in a total life-of-project funding in excess of $30 

million, present significant policy issues, deviate from the 

original. project purpose, or require AID/W approved waivers. None 
here. DOA 551 also authorizes you to
of these limitations apply 

approve extensions of the life of project provided that the 
result in a new total life-of-project inextension does not 

excess of ten and a half years. This extension will result in a
 

new life-of-project of four and a half years.
 

Policy Determination #16 authorizes you to waive the 25% 

contribution requirement. 
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contribtit.on requirement.
 

E. RECO!MENDATION
 

It is recommended that you (a)authorize the extension of the 
signing thePusinezs Management Extension Program, 645-0234, by 


attached Project Authorization Amendment, Pro ject Data Sheet
 
a of the 25M IOVOPIO\T, (b)Amendrr.ent and and approve waiver 

contribution requirement by signing below.
 

httachm L 

i. rroject Authorization Amendment
 
2. PIO\T
 

Project Data Sheet Amendment 

Title Charles Brooks. Acting Director
 

Drafted: PDlamini, FD\PEO: ACTMEMO/SEPT. 1992
 

V Date 1__/4_ _Clearances: Tim Riedier, RLA 

Jack Royer, PROG. (draft) Date_ _ 

2 _i/2ii
_ _DateMalika Magagula, FM 
Mike Kenyon, RCO Date;_6?_72 
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