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AUDIT REPORT 

ON 

THE BANGLADESH 

FOOD FOR WORK PROGRAM 

PROJECT NO. 388-0052 

USAID/ BANGLADESH 

EXECUTIVE SUMMARY 

Introduction 

The Ministry of Relief and Rehabilitation (MORR), with the assistance 
of the Cooperative for American Relief Everywhere (CARE), is imple
menting a Food For Work (FFW) program in Bangladesh using PL 480 
Title II wheat as a wage and incentive for the rural poor to undertake 
rural earthwork projects. 

This FFW program started in 1975 and is expected to continue through 
1985 and will involve mainly the construction and reconstruction of 
earthen embankments and roads, excavation and re-excavation of 
earthen canals and tanks for fish breeding. The program is being 
implemented nationwide. 

As shown in Exhibit A, 5, 830 earthwork projects have been started 
from inception of the program in 1975 through the close of the FY 1981 
program year. During the same period about 532, 500 MTs of wheat 
valued at $102. 5 million had been provided by the USG and about 
486, 600 MTs of wheat valued at $92. 2 million has been absorbed in 
the program. 

Under 1L 480, commodities arsi provided to: (a) meet amine or other 
urgent or etraordinary relief requirements, (b) combat malnutrition, 
especially in children, and (c) promote economic and community 
development in friendly developing arcas and for needy persons and 
non-profit school lunch and pro-oschool feeding progarns outside the 
U.S. So far a1t practical, the assistance is required to be directed 
toward cointinity and other self-help activities designed to alleviate 
the causes of need for such assistance. 
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Bangladesh is one of the most densely populated, disaster-prone and 
poorest countries in the world. Poverty, malnutrition, unemployment, 
and underemployment are high while, at the same time, the agricul
tural sector is considered unproductive. Thus, the FFW program has 
a primary goal to provide relief through direct employment and 
nutritional and income supplements for landless rural poor and un
employed. The secondary goal is to improve the productive capacity
in rural areas of Bangladesh through rehabilitation of rural infrastruc
tures. 

The purpose of this audit was to determine if the FFW program is 
being implemented in compliance with AID policies and procedures 
and to identify problem areas requiring management's attention. 
We reviewed pertinent documents and records, conducted frequent 
discussions and visited 13 FFW project sites. Our examination 
included a review of implementation procedures, project records, 
and wheat distribution and control procedures. Audit emphasis was 
on review of the FY 1980 and FY 1981 work seasons through 
September 30, 1981. During those years 1,940 earthwork projects 
were approved for implementation. 

Findinus. Conclusions and Recommendations 

Our review of the FFW program in Bangladesh has identified several 
very serious programmatic, planning and performance problems that 
will require significant corrective efforts by the BDG, CARE and 
AID. This report points out extensive misuse and misappropriations 
of PL 480 commodities totalling almost $5 million in just the last 
two years. According to CARE studies and records, this level of 
commodity diversion is a minimum and actual diversions may be 
much higher. Poor controls and lack of effective monitoring of the 
BDG distribution system permitted this situation to develop. Over 
the last few years there has not been sufficient action by the USALD 
to correct the problem even though CAHE has repeatedly r'dported 
the diversions in thousands of monitoring reports. 

on FFW Program Control Raquires Improvement 

Inplement ation constraints within the lIDG system and an 
excessive iiumbtr of projtects has contributed to less than 
matisfacto ry mnagement control. We fotnd acute wheat 
shortages tlhroughotit the sy-tvm. Workers were not being 
paid on time due to odistribution and transporlation 
prablhms and poor Tranagement by I3DG agencies. Up to 50 
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percent of USC supplied wheat was used for other pur
poses and the FFW projects were supplied with poor 
quality, or infested wheat from non-U. S. sources. We 
made two recommendations to improve management 
control and to reduce the authorized wheat programming 
level by at least 20, 000 MTs annually (see pp. 6 to 10). 

Relief Orientation of FFW Program Is Self-Defeating 

USAID and MORR plaue primary FFW program emphasis 
on relief criteria which, we believe, has resulted in an 
undesirable emphasis on increasing commodity distribu
tion and starting more projects than can be effectively 
managed. Overall, project selection priorities give 
limited emphasis to selecting projects for development 
purposes, for increasing agricultural production, or 
alleviating the need for such assistance. This FFW 
relief program will have gone on for 10 years by the end 
of the current 5 year program ending in FY 1985. It is 
our view, that some method must be found to substantia,ly 
increase the permanence of the program's impact or the 
"poorest of the poor" in Bangladesh will not have pro
gressed very far after ten years of intensive effort. In 
essence, the FFW program in Bangladesh is a never 
ending process with a primary focus on relief and is much 
too diffuse to be properly managed. We believe this 
concept of foreign aid is self-defeating because it focuses 
first and foremost on relief. It involves a continuous 
and costly transfer of wheat resources with a highly 
questionable cost/benefit ratio. In addition the current 
focus of this costly program runs counter to the pro
position that aid should be directed at alleviating the 
need for the assistance. We have recommended the 
program be redirected to selection and completion of 
those projects that contribute moat to development and 
alleviating the need for the assistance (see pp. 11 to 15). 

Misuse and Div,.rsion of Commodities is E.xtensive 

The FeW program i i angla.d tih has a long hiitory of 
poor nianagemnivit that has generated frequent publicity 
and chargets of minisappropriation, wahte and ineffective 
program admtin iat rat ion. USAID financed thr,.e 
evaluation studie.s of the FFW program through FY 1979. 
Significant misappropriations of wheat were reported In 
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all three studies and losses were estimated at more than 
20 percent of the total wheat reported on the records as 
disbursed to workers. The studies reported that project 
records wer- falsified, bribes were paid, landowners 
were improperly compensated with wheat and fictitious 
names were :xdded to muster rolls. In our current audit, 
we found that most of the above ,leficiencies did occur and 
losses may have been even higher than the 20 percent 
factor cited above. At the present time, there are still 
significant diversions of commodities, poor controls and, 
more important, a lack of corrective action even though 
all program authorities were well aware of the overall 
deficiencies. 

Overall, we identified misuse and misappropriation of 
wheat resulting in laborer underpayments in the FY 1980 
and FY 1981 programs that totalled over 19, 000 MTs of 
wheat valued at over $4 million. We also found numerous 
sales of wheat valued at almost $600, 000 where there 
were clear indications of profiteering by BDG officials. 
It is our view, and CARE's view, that these underpay
ments and sales are the absolute minimum and that 
actual underpayments (and related diversions) are much 
higher. This conclusion is supported by thousands of 
CARE monitoring reports based on tens of thousande of 
interviews with workers. In addition, a recent CARE 
time and motion study indicates underpayments may 
exceed 30 percent for one factor alone. In practice, 
projects were reimbursed on a standard basis whereas 
actual worker productivity, according to the study, was 
at least 30 percent higher thereby further allowing for 
diversions of at least that amount. 

We have included three recommendations for corrective 
action to improve host country funding, control commo
dity sales, and to recover the approximate $5 million 
related to commodity dive rsions and cash sales. USAID 
and CARE have strongly objected to filing refund claims 
for reasons we conside.r to be invalid. Accordingiy, we 
have retained the recommendation and have presented 
their commonts in extensive detail (see pp. 16 to 41). 
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,- CARE's Management Responsibilities Require Clarification 

CARE is responsible for overall management of the FFW 
program which includes the timely placement and super
vision of international and local field staff, prompt sub
mission of reports, prompt implementation of project 
responsibilities and application of corrective measures 
when approved or authorized by the MORR. CARE has 
been unable to effectively manage and monitor the FFW 
program because the Action Plan prepared pursuant to 
the BDG/CARE support agreement does not contain the 
necessary authority or leverage to enable them tu adequately 
program projects or control implementation. This has 
resulted in costly deficiencies in programming and pro
gram implementation. 

CARE has proposed Action Plan changes that are designed 
to facilitate increased efficiency in management. In 
particular the revised plan will eliminate reimbursing the 
BDG for wages not paid to the workers. Other important 
revisions to the plan will result in reducing the number 
of projects to a manageable level, improving project 
selection procedures, facilitating the calculation, forma
lized reporting and adjustment of BDG reimbursements 
for vcrificd underpayments to workers and for unfit wheat 
used on FFW projects. CARF considers this procedure 
for adjusting for underpayrnents to workers and improved 
project selection procedures to be critically important to 
their continuation in the program. 

We support CARE and have recommended that no additional 
wheat be called forward until the proposed changes are 
approved in a revision to the Action Plan that is acceptable 
to CARE and the USAID/B (see pp. ,12 to 46). 

CARE Monitoring .lias litnit ed Inipact 

CAREI has carried out extensive field monitoring of the 
FFW program bImt they have had little impact in hringing 
about ad.qual, corrvc.tiwe action. Over the years, they 
have prepared thotib..nds of monitoring reports showing 
gross uaderpayments to laborers, bales of commodities, 
wage payments in cash, falsification of or non-existent 
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records, and other instances of non-cooperation by BDG 
officials. We concluded that CARE, USAID/B and the 
BDG did not make adequate use of the reports to either 
file claims or take other corrective action. We feel, to 
a large degree, that this complacency of all project 
officials toward the monitoring reports is the major 
reason why this FFW program has experienced significant 
levels of misuse and misappropriation of commodities. 
We also found that the basic agreement between CARE 
and the BDG is inadequate and requires clarification and 
strengthening of CARE's authority to monitor and 
manage the program. We made three recommendations for 
corrective action (see pp. 46 to 52). 
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BACKGROUND
 

The Ministry of Relief and Rehabilitation (MORR), with the assistance 
of the 	Cooperative for American Relief Everywhere (CARE), has been 
implementing a Food For Work (FFW) program in Bangladesh using 
PL 480 Title II wheat as a wage and incentive for the rural poor to 
undertake rural earthwork projects. 

The FFW program has been ongoing since 1975 and is expected to 
continue through 3985 and will involve mainly the construction and re
construction of earthen embankments and roads, excavation and re
excavation of earthen canals and tanks (for fish breeding) throughout 
the country. The program is nationwide and encompasses 20 Districts 
throughout the country. Districts are further divided in sub-divisions 
and sub-divisions are divided in Thanas or village areas. Many of 
the project operations cut across several village and sub-division 
areas, 

The FFW program is being implemented under the authority of 
PL 480, the Agricultural Trade Development and Assistance Act of 
1954. More specifically, wheat is made available for the program 
under 	Title 11 of the Act. Section 201 of Title II provides for use of 
agricultural commodities on behalf of the people of the United States 
to: 

(a) 	 meet famine or other urgent or extraordinary relief 
requirements; 

(b) 	 combat malnutrition, especially in children; and 

(c) 	 promote economic and community development in 
friendly developing areas and for needy persons and 
non-profit school lunch and pre-school feeding pro
grams outside the U.S. 

Section 202 of Titl 11 requires the President to furnish commodities 
for these purposes, to the exlent practicable, through non-profit 
voluntary agenciets registered wth and approved by AID. Section 202 
also provid,;s that, x e lit in ca.mt. ()f eivi*rgellcy, the lresident shall 
take reasonabh, pr.:aitions to aksutat4 , inn other thingb that: 

"Ass isttancv t) no-edy pvrsoas undr this title shall be 
directed, in wi Itir att praclica blt, INOward community 
and other et, If-help aclivities designed to alleviate the 
causes of need for sut 1i assistance. 
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Bangladesh is one of the most densely populated, disaster prone
and poorest countries in the world. A major contributing factor to 
poverty and malnutrition in rural Bangladesh is unemployment and 
underemployment for the growing number of landless and near 
landless people. A second contributing factor is an unproductive
agricultural sector which has not yet achieved its potential output 
in part because of a lack of rural infrastructure. These are the 
problem areas which the FFW program addresses through CARE 
and the MORR. 

The overall objective or goal of the FFW program is two-fold. 
The primary goal is to provide relief through direct employment 
and nutritional and income supplements for landless rural poor and 
unemployed. The secondary goal is to improve the productive
capacity in rural areas of Bangladesh through the rehabilitation of 
rural infrastructures through embankment, canal, tank and road 
projects which will improve the productivity and accessibility of the 
nearby land. 

The Government of'Bangladesh (BDG) has made substantial progress 
administering and expanding their National FFW Program (the
overall effort supported by all donors) which includes the AID/CARE
sponsored program. Within the overall national program the AID/ 
CARE program has supported over forty percent of the program in 
terms of tonnage of wheat used for wages for rehabilitation of rural 
infrastructure projects. 

Although the AID/CARE FFW program has been ongoing since 1975, 
new program agreements were signed between AID and CARE, and 
the BDG and CARE in 1980. Under the agreements, funds are 
provided for CARE's dollar and local costs of continuing the program 
through Fiscal Year (FY) 1985. 

On June 29, 1976, AID Grant No. ASIA-G-I171 was signed to cover 
CARE's foreign exchange couts of assisting the MORR in administering
the program. The grant, as amended, amounted to $1. 468 million and 
t overed cost s Irim FY 1976 through the FY 1979. At the same time, 
AID also provid,.d CARE with IL 480 Title II wheat to be used as in
kind payntit for wages of laborers working on the hundreds of earth
work pr j,.ct-tH. "Tbhrough FY 1981, an nt itnat ed total of 532,485 tons 
(MTs) of wheal will have been provided for hit program (s.e Exhibit A). 

An AID/CAR(E Grant (No. 3101 -0052) was signed on March 20, 1980 
to cover CARb;'s dollar cormit as FY FYnt from 1980 through 1985. 
TheOM costs are estimated at $3. 0 million. The grant was amended 
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on December 12, 1980 to increase the FY 1980 obligation to $916, 000 
to cover CARE's operations only through FY 1981. Authorized costs 
include salaries, benefits and allowances, transportation, vehicles, 
equipment, spare parts and overhead. 

In addition to the new AID dollar grant to CARE, AID signed a limited 
scope grant agreement with the BDG on September 29, 1980. 
The 	agreement was amended on January 16, 1981 to increase the 
dollar funds to $150, 000 to provide the MORR with funding for 
activities critical and essential to the program through FY 1985. 
The activities funded include evaluation, in-country training, a 
technical consultant, vehicles and training for DDG officials abroad. 

The CARE Bangladesh program plan for FY 1980 and FY 1981 through
FY 1985 indicates that the BDG will contribute local currency for the 
FFW program equivalent to the following dollar amounts: 

FY 1981 - FY 1985 
Each Year of 

FY 1980 the Program Plan 

Mlscellaneous* 
Commodity Transport, Port to LSD 

$ 5,520,000 
3,450, 000 

$ 5,692,500 
5,468, 000 

Commodity Transport, LSD to 
Project Site 

BDG Aciminist ration 
CARE Administration 

Total Contribution 

1,026,950 
230, 000 
415, 723 

$10,642,673 
2/ 

1,627,750 
287,750 
513, 980 

$13, 589, 980 
1/ 

1/ 	 With r-gard to CARE administration costs for FY 1981 a 13DG 
local currency support grant was signed in August 1980 to cover 
CARE logistic costs through FY 1985. This agreetnent obligated
7 million Takia ($452, 000) of th programmed amotnt for FY 1981. 

2/ 	 For F.Y 1980 atnd prior year~s a 1DG agrenitnt provided local 
currency for CARE"administration and logistic costs amounting 
to thu Takis equ ival ent of $1. 37 inillini. 

The 	new AID)/CAI(.2 FF'W gr.nt conch vIdrthat stvvral evaluation$ 
of the F.'W Irr-gratm have finiud tha t the program hal progressed
well iin t 'ri o of it originial proj.crt goal which wai provideto 
dirl-cl rt ,1,i ',,plo y inat fIor. '111d t ri phinploycl landhI sN latborcro. 
Thv prog rain will hav, .uppo rlrd approximately 5, 830 projects,
ct'l't iniig rmighly I IS iiillit n manii days of work through VY 1981. 

*Defined As ustu for iignboards, printing costs for project related 
fortis, ittoragi; costs, etc. 

- 3 



Because the FFW program is considered responsive to AID's 
Congressional Mandate of benefitting the rural poor and unemployed 
and helping to increase agricultural production, AID approved 
continued wheat shipments for the program for a second 5 year period 
including FY 1981 through FY 1985. Another 600, 000 MTs or 
120, 000 MTs per year have been allocated for the new program. 

The FY 1981 CARI,/FFW program was implemented under new 
procedural guidelines issued October 13, 1980. The BDG agencies 
sponsoring the FFW program include the MORR, the Ministry of 
Fisheries and Livestock, and the Ministry of Local Government, 
Rural Development and Cooperatives. The program is essentially 
relief oriented thus, the MORR acts as "Coordinator" for the entire 
program. A National Coordination Committee (chaired by the Relief 
Minister) will be formed from members of ten other ministries. 

Other lesser sub-cornmittees are to he formed at the project level. 
One of these is a )ub-DivisionCommittee. This committee is 
chaired by a Sub-Divisional Officer (SDO) with members composed 
of various local and sub-divisional officials including a Sub-Divisional 
Relief and Relhabilitation Officer (SI)DRO). The SDO maintains all 
records and the committee is respons ible for smooth, efficient and 
timely execution of the F"W program throughout the sub-division. 
The committee is altio responsible for the overall receipt and dis
tribution of the wheat for their sub-divisions and for cash payments 
for inland transport charges. 

At the 'lhana level, sub-committees are formed with a Circle Officer 
for Development (CO) as Chairman and staffed by various village 
officials and roepresenlatives of the "pontoring agtinci, s. '|'hiina. are 
compoticd of Uniions and Unions art nmade up of groups of village". 
The Thana ib-( (ulir e,it repon ible for sthcting and,nitt are forwarding 
project pr(q),ti al.:i t) SDOh and for the timely aid efficicnt ,,xec ution of 
all proiet ta wolitin tltvr iurihdictioii. Th'lhs nuL-c(iml)ttees form 

additional local Proji-i'lt I lnlcla nttt ion Coillitt,.,.n ( iCm) tonesinting 
of not ls n h 9 mieai for .very prijet-'. M .inb.rs o)f PICII)t irti i. 
ari nlaoi ist.*d I rinn visrsinia village iolitical aiid Nttial 4trg.niiiltioni 
with final lip i l and toltttiou1 by the '111Witiva tv NUh-t .M11nMttct41. 
Tihe PlC (Chail'1h *,l Ild ,.lle te ra tof each project colllilIaI1,.e 4re 
chargid with iiidivituh l iild collective rompl)Oln ibility for 1h4 proper 
inplemlentatuin of tach rjproject. 
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Audit Purpose and Scope 

The purpose of our audit was to determine if the FFW program is 
being implemented in compliance with PL 480, Title II and AID 
H1 9 policies and procedures,and to identify problem areas requiring 
management's attention. We reviewed pertinent documents and 
records, held discussions with USAID/Bangladesh (USAID/B) officials 
and with CARE officials at three of their field offices and at their 
headquarters office in Dacca. We also visited 13 FFW project sites 
selected at random. Our examination included a review of imple
mentation procedures, project records, and wheat distribution and 
control procedures. Audit emphasis was on a general review of 
management activities and implementation problems that were 
prevalent during the FY 1980 and FY 1981 work seasons through 
September 30, 1981. During these years 1,940 earthwork projects 
were approved for implementation. Our examination was conducted 
in accordance with generally accepted auditing standards and included 
such tests as we considered necessary under the circumstances. 
This report was reviewed with USAID/B and CARE officials and their 
comments were considered in finalizing the report. 
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AUDIT FINDINGS, CONCLUSIONS AND RECOMMENDATIONS 

A. PROGRAM IMPLEMENTATION STATUS 

Program Constraints and Loss of External Wheat Resources 

Due to implementation constraints within the BDG system, and the 
large 	number of projects being implemented, many earthwork projects
remain unfinished at the end of a work season. The large size of the 
program has contributed to reducing management control to less than 
satisfactory, a reduced project completion rate and thus, a reduced 
rate of transfer to the BDG of valuable wheat resources. 

The FY 1980 program resulted in 913 projects being eventually 
approved in 20 districts. According to CAREts final reports 558 of the 
projects were completed. Three hundred eighteen projects were 
completed in varying degrees but one hundred forty-one of those 
projects were less than 76 percent complete. Nineteen projects never 
got underway due to land disputes, court injunctions, technical 
problems, duplication with WFP projects or conflicts with work being
carried out by the BDG's Highway Department. Eighteen projects 
were implemented wholly or in part but CARE support was withdrawn 
for lack of cooperation from local officials or failure of the loc I PIC 
Chairman to submit project records to effect reimbursements at the 
close of the season. This indicates a lack of coordination between 
the local PICs and the BDG since it; resulted in the loss of sizeable 
credits of wheat to the BDG. 

The main reasons for finishing only 61 percent of the FY 1980 projects 
were stated by CARE to be the traditional operational problems which 
generally were not corrected during the work season*. Generally,these 
were: 

(1) 	 There was a general and acute shortage of wheat at
 
Central, Local and Thana Supply Depots during the
 
FY 1980 program. Therefore, workers were not paid
 
on time. This caused delays in starts and periodic 
stoppages throughout the season. According to CARE's 
monitoring reports, many of the projects were 
proceeding slowly or ceased operations near the end 
of the seaeon. 

*The 	FFW season consists of a five month period from January to the onset 
of the 	monsoons in early June. During this period there is limited 
regular agricultural work (harvesting or planting) available to laborers. 
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CARE representatives informed us that while there is 
no overall wheat shortage, problems exist in getting 
wheat to some supply depots for delivery to the projects. 
For example, in seven sub-divisions in the Mymensingh 
area, four had less than 26 percent of the wheat needed 
to complete their projects with only six weeks left in the 
work season. When wheat does become available in the 
Local Supply Depots (LSDs) it takes several weeks to 
process deliveries through the system and there are 
other programs that draw on these wheat positions. 
Janalpur sub-division had twice the requirements needed 
for the FFW program but it is difficult to transfer wheat 
between sub-divisions. For example, the D'Ganj Thana 
had only 1, 783 maunds (a maund is approximately 82 
pounds) of wheat but needed 13, 000 maunds at the time 
of our review. At one project we visited in the Comilla 
area, we found that the project was 90 percent complete 
although laborers had not worked for the last 15 days 
because wheat payments were not made. The project 
owed the laborers for 21 days of work at the time they 
stopped working. 

Considering the number and wide dispersal of projects, 
a wheat supply problem at the depots is not surprising 
even though the quantities of wheat harvested and im
ported should be sufficient to keep the program going. 
For example, CARE imported 119, 000 MTs of wheat 
between June and November 1980 for the new FY 1981 
program, but there was still a severe wheat shortage at 
some of the distribution centers. 

The FY 1981 wheat shortages at local depots can be 
attributed largely to distribution and transportation 
problems, and poor management on the part of the BDG 
agencies involved. JSAID/B officials advired us that 
sometimes AID/CARE supplied wheat is shipped and 
used to satisfy other needs. There is no assurance that 
AID supplied wheat will always be available for the FFW 
program. in fact, our review indicated that about 40 to 
50 percent of the wheat used on the program is AID/CARE 
wheat with the balance originat ng from local supplies or 
other donors. Numerous instances were reported by 
CARE where poor quality, or infested wheat from non-
U.S. sources had been supplied for use on FFW projects 
while USG supplied wheat was used for other purposes. 

- 7 



(Z) 	 CARE's monitoring reports repeatedly refer to in
efficient and untimely issuance of Delivery Orders 
(DOs) for release of wheat from the Local and Thana 
Supply Depots to the projects. There are allegations 
in the CARE files that issuance of DOs is often 
contingent upon paying a fee to local officials charged 
with approving requests and processing the DOs. In 
addition, some Sub-Divisional Officers (SDOs) are 
reportedly delaying the issuance of DOs by first re
quiring reviews of the muster rolls and other project 
records for purposes unknown to CARE representatives. 

(3) 	 There is a simple lack of attention by the BDG and local 
officials to expedite projects, and to provide adequate 
technical supervision. 

(4) 	 Often projects receive lower priority than the President's 
Canal Digging (PCD) Program. For the FY 1980 program, 
progress was delayed on many of the 135 projects in the 
Khulna area; on 97 projects in the Barisal area; and on 
81 projects in the Sylhet area because of this lower 
priority. The Syihet program was especially affected by 
delays because the short work season was further reduced 
as a resuLt of early and heavy rainfall. In the Biarisal 
area, midway through the work season DOs were still not 
issued in one sub-division in order to allow work to continue 
on the PCD Programn. This reduced labor strength and 
progress on the FW projects. 

In FY 1981 the I)CD Program and FFW programs have 
the same implementat ion time frame, so the same priority 
problem persists. For example. CARE's first 
Monitoring RI epor . for FY 1981 for the Chittagong field 
office Indicates thatl the nat ionwide Canal digging program 
has kept most BD( officialm busy, retulting iii less 
attention to MOR R/CARI- FFW procijLts. The Dacca Unit 
office reporled that, "in tomer castth SD1.)0s are not issuing 
DO's to Ihhs e areitts wht ye t heI 1CI) |C'rogram exists in 
fear f losiing laboroe i's from liii volunia ry prugramn. " 
The Comilla Di stri t alstio ' iat th nationwiderptoledl 
canal digging programi has been one- of the majo r reasons 
for not oinvitci g work on F'FW project~s. USAlI) 
officials advised that the. MC)I(I's own FFW program, 
funded from IDG domt tic wheat resourt' e, wast also 
delayed because of priority given to the IPGD program. 
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USAID officials advised us that because of the high 
priority given the PCD Program, the BDG has not 
been receptive in the past to coordinating the two 
programs t, prevent overlap and labor conflicts. 

The USA1D Project Evaluation Summary (PES) for the 
FY 1980 FFW program reports the BDG was also 
supporting public works schemes of their own, in
dependently of the CARE and the World Food Program 
(WFP), with a supplemental allocation of 125, 000 
MTs of domestic wheat. 

(5) 	 Projects are delayed well into the work season because 
of slow BIDG issuance of instructions fur project pre
paration. During FY 1980, this resulted in a two-month 
delay in the entire process of project appruval and 
implementation. 

For FY 1981 more projects were accepted in the hope 
that this would increase the reimbursement levels to 
the authorized 120, 000 MTs. A total of 139, 000 MTs of 
wheat was programmed for 1, 027 projects including 37 
projects that were accepted as late as April 1981 or just 
before lit monsoon season was to bigin in early June. 
Consequently, delayed starts caused operations to 
continue into the monsioon season with less work being 
accomplished than was anticipated as workers switch to 
more regule r harvesting and cultivat ing prey rams. 

Based on our field visits and CARE's monitoring reports, we believe 
the same contitraints to progress and the same procedural problems 
have continued to plague the FFW program in FY ')1i1 as in prior 
years. Ari in prior years, wheat e inlutrsenitvs to the IADG were 
far short (if tti, 2,),.000 MVIls authorized for the FY 1981 program. 
In 1981 only 18, 0,.1 M's we re reinibu ried and thiti reductd tht IDG's 
food 	aid by aboI) ut 3,!, (o)(NI's uIf wilat vatlue'd at ,About $0. 8 million. 
Thus, it ih t lea' thait i1 ite programn is to r'ach the [plaiined level, it 
is esseIltial that )rojcts bet startt-d on tine, free ()f majo r constraints 
(particularly tshortage s of wheat iii the systtem) and delays in insuing 
DO's an(1 other instructions. 
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The history of this program shows that reimbursements have never 
exceeded 95, 000 MTs in any one year and have averaged only about 
90, 000 MTs over the last four years. Even so, USAID is projecting 
that with a more timely program start for FY 1982, and less 
interference from the PCD Program, reimbursements could easily 
exceed 100, 000 MTs. Given their past experience, the large number 
of projects and the continuing management problems that exist, we 
believe a more reasonable programming level would be 100, 000 MTs 
or less. In view of the BDG's actual performance thus far, a 
reduced commitment level should be required until the deficiencies 
noted in this report are resolved and corrected. This would also 
allow 20, 000 MTs or more of wheat to be made available for other
world-wide requirements at a much earlier date in AID's allocation 
process,
 

Recommendation No. 1 

The Director, USAID/B should require the BDG to 
substantially improve their management control over 
the program by improving their procedures to: 
(a) assure an adequate supply of wheat is available at 
the LSD's, (b) assure DOs are issued promptly and that 
wheat deliveries are made to projects in a timely 
manner, and (c) provide better coordination to reduce 
overlap and labor conflicts between the PCD Program 
and the FFW program. 

Recommendation No. 2 

The Director, Office of Food For Peace, (FVA/FFP) 
should reduce the authorized wheat programming level 
for FFW projects in Bangladesh from 120, 000 MTs 
annually to 100, 000 MTs or less until procedural 
changes recomenin ded in this report have been imple
mented and until ttch time as actual program imple
nentation experience warrants increased commitment 
levels. 
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B. PROGRAM PLANNING
 

Program Emphasis and Goals 

The program emphasis on relief in this FFW program addresses 
objectives which are consistent with Section 201 of PL 480, i. e., to 
furnish commodities; (1) to meet famine or other urgent relief re
quirements; (2) to combat malnutrition and (3) to promote economic 
and conmunity development in friendly developing areas. But, 
because the program is basically relief oriented, the projects do not 
fully respond tu the agricultural and econimic development priorities 
stressed in PL 480, AID Handbook 9 or ti.! Project Paper. In our 
opinion, given the emphasis on relief, the program intent is primarily 
to increase commodity distribution on a country-wide basis. As a result, 
many more projects are being started than can be effectively managed. 

A major contributing factor to poverty and malnutrition in rural 
Bangladesh is unemployment and underemployment for a growing 
number of landless and near landless people. A second contributing 
factor is an tnproductive agricultural sector which has not yet 
achieved its potential output in part because of a lack of rural 
infrastructure. The FEW program addresses these problems even 
though the actual earthwork does not provide a long term or viable 
solution due to annual monsoon rains which destroy much of the 
progress each year. 

The Bangladesh Country Development Strategy Statement (CDSS) for 
FY 1983 states that one of the important objectives of the Mission is 
employment gent, ration because of the income and employment 
situation in rural areas. The rural population living below the poverty 
level is estiniatd at 59 percent when defined on the basis of food 
cunsumption only andl much higher if expanded to include other 
necessitjeti. Agricultural laborers are at the bottom of the ladder 
with an average pe r capita income of only $48 as compared with a 
poverty h.vt'I iliconie stimtated at $78. Furthermore, according to 
USAID of fic iail;,, rural income distri butioti cnlille s to bt! grossly 
disproportionalte dtipitt' growth in tht agrictltural sector because 

lIabhor c ionetit' grow a percethe ruiral frce kii 1,i at ? .4 t rate annually 
and curretw uninplfidylti.l is ct'elinalhed .l about 30 percent. Given 
tht dirnensionts of pove rxy and Uinvnplcyinent among the rural labor 
force, thei. ISAJD fels that thit FFW program is critically necesmary 
to assial 11t rural landless people. 
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Accordingly, the primary goal of the FFW program has been to 
provide employment and nutritional and income supplements for 
landless and near landless rural unemployed and underemployed. 
The secondary goal, to improve the productive capacity in rural 
areas of Bangladesh through the reconstruction of rural infrastructure, 
was added in recent years to orient the project as much as possible
toward advancing Bangladesh to their national goal of self-sustained 
economic growth. 

Under Handbook 9 Chapter 8F, priority is to be given in FFW 
projects to sound activities that are consonant with host-government 
plans and priorities as well as USAID program emphasis and 
strategies. The 14B 9 goal for food-for-work projects is the achieve
ment of needed agriculture, economic and community improvements 
by providing commodities to support the labor of underemployed local 
workers. A wide variety of projects can be selected in many areas, 
but priority is to be given to projects which will contribute to an 
increased food supply in areas where the supply is inadequate. 
Section 202 (b) of Title 11 requires assistance to needy persons to 
be directed insofar as practicable toward community and other 
self-help activities designed to alleviate the causes of need for such 
assistance. 

Overall Project Activities 

During FY 1980, a total of 913 projects were worked on and a 61 
percent completion rate was experienced due to the many implementa
tion problems encotutered. Nevertheless, the FY 1981 program was 
increas.d to 1, 027 projects with most of the activities being a 
continuation of prior year projects. 

For the "-Y 1981 program the MORR forwarded 1, 145 proposals to 
CARE. CARE scrteened 990 projects at the outset and programmed 
137, 000 MTs. of wheat or 17, 000 MTs more than authorized in the 
Annual Elstinat,, of Rltquirements (AER). Eventually CARE was 
requested by tIe MORH and USAID to add another 37 projects for a 
total of 1, 027 proj,'ct . The 37 additional projects were small and 
required prograinm ing only 1,817 M's more of wheat. The main 
purpose of programming so many projects was to bring the total of 
programm.d wheat to ;, suiificiently high levl -o that the actual 
aniount of wht'al paid to wo rkt, rs, and reimbursed to the BDG after 
the usuatl pro)gratmI shortfalls of cancelled projects and CARE's post
survey adijutments, would come as close as p)ossible but not exceed 
the approved AER program target of 1Z0, 000 MTs. 
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Project Selection Procedures 

Project proposals are initiated at the Thana level and processed from 
the local sub-division and district offices to the MORR. The 	MORR 
reviews them on the basis of pre-established priorities and guidelines
for 	selecting projects and then forward their selections to CARE for 
approval. MORR priorities (in order) include: 

1. 	 Incomplete projects started in the prior year; 

2. 	 Repair and maintenance of completed projects; 

3. 	 Link roads and feeder canals for previously 
conpleted projects; 

4. 	 Reconstruction and re-excavation; and 

5. 	 New construction, except activities of the
 
Livestock and Fisheries Department.
 

In essence, the MORR priorities give limited emphasis to selecting 
projects for development purposes. for increasing agricultural pro
duction, or alleviating the need for such assistance. 

CARE reviews MORR's project proposals and selects those that they 
support for implementation based on other criteria. These criteria 
include technical adequacy and design, distance or accessibility to 
project areas, and limitations on project approvals to a pre-set
number and tonnage of wheat for each Thana, sub-division or district. 
This accounts for the wide distribution of projects throughout the 
country. Prior to approval, CARE also attempts to verify whether 
the 	project itifrte of land disputes or potential labor problems. 

Of the 37 late add-on projects in FY 1981, 26 were previously rejected 
by CARE on the basi., of their review criteria. lowever, at times 
the MORR tkes istsue with CAR(Es rejection of projectt. Their 
potiltion is tiat CAHR tFihotld approve all projects based (lonile needs 
of lahiaolVti' aniid for example, tile proxitni ty of CARE' sot, oil 	 office 
to the project :i14 .. Wie rit t.apabiliit.is of thle localitic.s to implo
nit-tit projects a ri linitv.d, thit MOR aWtakts lie poitiion that additional 
persolin l can b atitiaign.d to inipleiient th1. projects. 

Insho rl, CAR1'. hast no aulhority to s e*i ct projects but oinly to do
select lor rijet i prijtctain hliliilitibed by Ihe MOI i . Such reje~ctions 
can lot! hased only on it I echlic al inadequacy of tihe proposal (such an 
faulty debign) aId lias little relationship to the development potential of 
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a project. However, USAID contends that the CARE/FFW program, 
as it now functions, does respond constructively to the Title II 
legislative mandates of combating famine and malnutrition and pro
moting economic and community development. They also believe 
the program contributes to institution building at the local level in 
that local officials are being trained in the development and manage
ment of FFW projects. 

We agree that the FFW projects do promote some economic and 
community development even though their value in this frame of 
referenc. is sometimes difficult to assess. For example, we noted 
several road projects that were being used extensively by local 
residents. Actually, the roads more closely resembled enlarged, 
elevated dirt paths than roads. Yearly monsoon rains inundate two
thirds of the country, thus much of the earthwork lacks permanence. 
There are few materials available at the project sites with which to 
add stability to the earthwork. Therefore, the projects will probably 
need repeated maintenance or even partial reconstruction. 

In essence, tw F.-'W program in Bangladesli is a never ending process 
with a primary f)cus on relicf' and inimuch tooc diffuse to be properly 
managed. We betlieve this concept of foreign aid is self-defeating 
because it focusus first and furemost on relief. It involves a continuous 
and costly transfer of wheat resources with a highly questionable 
cost/benefit ratio. In addition,the current focus of this costly program 
runs counte r to the proposition that aid should btt di rlcted at alleviating 
the need for the awsistance. We believe the program should be re
directed to scleclion and completion of those projects that contribute 
most to developnin and alleviating the need for the assistance. 

In effect, with no spec ific development criteria for selecting projects, 
we do not belie've they are selected in accord with HB 9 or the Project 
Paper of Novenber 1979. Those documents call for engineeringly 
sound projeets with a potential for contributing to both employrtnet and 
food pr(iduc tio r to exteteat posisibh' alleviating the cauSt, of need.anad the 
In actual Ipra.t fice, m1ally of' the scletd projects are not comphted in 
the yetar startit-l. In it ntrnb' r of instanceH tbiare wt-re significant 
devialiis from) .ppr,)wed proj ect dtsigns. Accordiangly, P rojcct Paper 
t: riter i, !) r atc rt l~lild v'niploymen and nut r iti,),r may have b-een rnet, 
but the s ecmalry prograin goal of soundly designed projects to benefit 
inc reased pao'dttC'i iki Oft en not attailnd. 

The FFW l)rtg rla a tas ts:e 5,¢ em1ployetnt to combat malnutrition 
and faniate (with limited developmient) by implhmntinfing as many projects 
as possibit- it at, ti dihtri hute lhi* moast wlaeat to as many workers as 
possibl it. ilalpahatls, wa th iumhin cotup led scr intuple mentat ion 
const raint.-, iii tutatrlutiing to miisrxanagetnt-tt, misapproprialtion and 
wastagi. ,ifwhi.at .ltd ians tis ougl stupport of margital projects. As 
a result, cvrft.aiia 'l, t'i of the prog ram are less thai iAdequately
Cot! rolle.d.
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USAID considers the first and foremost purpose of the program to be 
relief; in effect, an employment program of last resort in one of the most 
disaster-prone countries of the world. USAID believes there is a develop
ment potential in the program, but the program emphasis is on providing 
the poorest of the poor with relief in terms of nutritional income supple
ments during a part of the year when employment is difficult to find. 
The program employs the BIDG's most abundant resource, labor not 
capital. USAID points to other aspects of 11B 9 that relate to the meeting 
of critical emergency needs in a country as disaster and famine-prone as 
Bangladesh. They believe that because of the economic, social and 
political realities of Bangladesh, the FFW program is on target both pro. 
grammatically and legislatively. Hence, in reviewing our draft report, 
they have strongly objected to Recommendation No. 3. They feel that FFW 
priorities, in a country as poor as Bangladesh, must of necessity be both 
relief and development. Nevertheless, we continue to believe that imple
menting so many projects, in the current manner, is not conducive to the 
pursuit of the development aspects of the program. 

This FIW relief program will have gone on for 10 years by the end of the 
current 5 year program ending in FY 1985. It is our view, that some 
method must be found to substantially increase the permanence of the pro
grams impact or the "poorest of the poor" in Bangladesh will not have 
progres e:d very far after ten years of ii,tensive effort. Accordingly, we 
believe rlore emilhiat, is should be given to selecting projects that are well 
designed, enginevringly sound and ectmnom ically productive in terms of 
their potential to increase production as well as employment in order to 
alleviate the nxed fur tsuch assistance as mentioned in the Project Paper 
and st re ssed in JIB ) and Section 202 (b) of 1-11, 480. 

Development criteria should be established against which the BDG and 
CARIL could judge and select the best projects that would have a lasting 
impact. Tl nunibe r of earthwork projects selected under the revised 
goal should b- kt.pt to a inatiageable lt-v.l. We believe that fewer projects, 
managed m rt fficiently, coulhd rt-Silt in improved re sults and increased 
cUlhlnodity utilization. Wilh better nanageenutt mo)re work could be done 
and more project s could bt conihple ted. Clearly, the long-term effective
tIlefis of edCh sub-project nuist be a major decision criteria if adequate 
prog ress toward alleviating the need for assistance is ever to be achieved. 

RecI 'EJItnyipn tion No. 3 

The Di r,.ctor, USA Ii)/l ,,uld: (a) rest ructure project 
goals it I)lact prim.ryIcnipaip ,,is n telecting and imple
ihentn g id)uiitly (le:si gn,.d projicl;, tht have a potential 
fur itcrtdh,uJ. fi0(i proi(Itilion and .llviiting the need for 
such a s i:itlkt t. (hi in coordimation with CARIE, dt-velop 
criteria b)r juidging anid slchcling proJi.t'li t l will best 
aicconllilil l e re vis,,oI go., I, iacd Ic) asatii lit, IDG in 
revistihg tutvir pro .ict proctdturet , that prioritystletctio, 
is given to I't-w r irejects that I)( st acconmplish the revised 
goals. 
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C. COMMODITY LOSSES AND CLAIM ACTIVITIES
 

The FFW program in Bangladesh has a long history of poor management 
that has gene rated frequent publicity and charges of misappropriation, 
waste and ineffective program administration. For example, USAID 
financed three evaluation studies of the FFW program through FY 1979. 
Significant risappropriations of wheat were reported in all three 
studies and losses were estimated at more than 20 percent of the total 
wheat reported on the records as disbursed to workers. Other major 
conclusions of the studies were: 

(a) 	 project records were falsified to help make up for 
transportation and handling loss of wheat which was 
beyond the control of the project committees; 

(b) 	 at least one percent of the wheat transferred was
 
used for bribing local persons to prevent trouble;
 

(c) 	 certain landowners were compensated with wheat
 
for the use of their land; and
 

(d) 	 fictitious names were added to muster rolls and 
group leaders were paid less than what was recorded. 

In our current audit, we found that most of the above deficiencies did, 
in fact, occur and losses may have been even higher than the 20 
percent factor cited above. At the present time, there are still 
significant dive risions of comnmodities, poor controls, and more 
important a lack of corrective action even though all program 
authorities were well aware of the overall deficiencies. Supporting 
details of our findings follow. 

Losses Of Wheat on Dtlive ry to the Project Sites 

Based On diL.ushions with nc'al BDG project officials, CARE's field 
representttivets vt. 1imat that from the tim-t wheat is transferred 
from loca1 supply dept)s and deliv, i-td to the projects, an average of 
five pe r'lut of likt. t4ital we iglt charged to the project will disappear. 
These hwsis.*s are nade up in part through uinderpaymilts to laborers. 

We we re i to, jrild tof dhtei.Mi rt ag s by CAILL's repres entatiwe 
during (ur fie-ld visits. In addlitiOn, CARICtI' ,nd-of-year sumrnmary 
reporta fromn t ir ii m fithid offi( CS confirmed tour conclusions that 
the, hiortages art experilcticed natioinwide and involve most of the 
k'I'W prIojecta. 
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CARE officials believe the misappropriated commodities are used,
 
at least in part, to alleviate the following conditions or problems:
 

(a) 	 The PICs often pay for transportation of wheat from 
the LSDs to the projects, but are not being totally 
reimbursed by the SDOs. While SDOs seldom pay 
the full carrying costs to the PIC Chairman, the 
Chairman does sign statements acknowledging receipt 
of the funds. The balance is reportedly taken by the 
SDO. It is also alleged that many SDOs demand 
gratuities from the Project Chairman for approval 
of DOs. 

(b) 	 Actual DO issuances are reportedly often delayed by 
the Sub-Division Controller of Food (SCF) until 
gratuities are paid. 

(c) 	 Also, CARE officials advise that reports from local 
project officials indicate that payments to BDG officials 
are often required for preparation and approval of 
project proposals. 

(d) 	 Other miscellantous projects costs for signboards, 
printing of documents, and storage charges are not being 
provided from .DG support funds. 

As a result of thv above activities, PiCs art! withholding wheat from 
the workers' wages and either selling the wheat or using it to cover 
transportation charges, payment of gratuities, miscellaneous project 
costs or other uliuthorized uses. These shortages contribute to or 
result in: (a) iriderpaynents to laborers of b,)th basic and allied 
factor wages, (b) incomplett-d projects d'ie to lack of wheat, and 
(c) misappropriat ion or misapplication of wheat to defray I3DG pro
grami support coti|fs or other uiiaulhorized purposes. 

The approv(id BDG w al supp, rt budget included local currency funds 
equivalent of $1 million and $1.6 million for FY 1980 and FY 1981 
respec-tively to -iptcifically cover transport cotits from ILSDs to project 

tin L'0,t, being pai(d fromsites. If ,it :e th cts are not 	 the BDG support 
funds, lin it li 11 l)( funds are either not bteing r cvivvd at the local 
levvl or th.y rt tring used fIr otlhr purposte. CARE officials 
advised u:- Ilhat whil hieh.budget looks good on pal) ,prit does not 
necct-sHarily r.flh.c t tht. achial situation. They said many IiC Chairrmen 
claim they must wai t until the next year's prog ram or longer for 
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finalization of project transportation payments, ln any cade, we con
cluded the BDG is not fulfilling their commitment to defray all local
 
coats of tile program.
 

Recommendation No. 4 

The Director, LJSAID/13, as a condition to continuing the 
FFW program, should require tile BDG and CARE to 
develop adequate local cost funding procedures that will 
guarantee the provision of local funds for logistical 
support costs of the program on an advance basis and 
thus eliminate the apparent necessity to sell U.S. G. 
provided commodities to defray such costs. 

Undarjy.iment of Wagvt. to Laborers 

CARE's interim monitoring reports disclosed that both basic wheat 
wages and additional payriv nts due for allied factors* for exceptional
 
and difficult work were not always paid to the laborers by project
 
officials. L,-.cause CARE reiniburhsed the BDG based on earthwork
 
moved at the full wage ritts, the BDG was over-paid in wheat to tile
 
extent of whatevur amount:; of basic and allied factor wages were not
 
paid to the laborerst. The failure of projccl officials to maintain
 
accurate wheat wagt, records made a deterniination oi unde rpayments
 
of wages very difficult, aC iilso prevented CAREJ officials from 
effectively pe rforning their nionitoring responsibility as required by 
the BDG/CARE and AID/CARE agreements. CARE's interimn monitoring 
reporls and other project recordls4 contain project perfornance and 
statistical data indicating that many workers were being underpaid. 
Many of CARE's moinitoring reporls state that at tile tiine o their visit 
to the proijet, wheat paynieits tf allied factors were trot being made 
at all or wage paymtilnts lot basic varhlwork were well unde r the 
standard rate of 3 sttc rs (about 6 pounds) per 70 'ft. of tarthwork moved 
which is u.ually cons ide red the batic wage for ciie day's work. lowever, 
sufficient inforiation was riot available in the reporta ti u t to readily 
dete rninc t ht i-xt nt (if undo rpaynt-nis to laborertr for baltiic wages 
which ar. c iocput-i'd udo r a ratlier complex tytteli. 'Thertefore, for 
FY 1980 wt! limnited our re-vie.w of underpaymnents of 1.brers to tlhe 
allied fat'to r p'i) l i f t(t.il wagesi. The calculat ion of undho rpa yll lt s 
in this ar-a wati s illiplified Iy (lie tact that tht. alIonitiiring r.iporta 
indicate that geie rally tit) allit-d fat tor wageti were paid Ito the workern. 
rJ(o performa oir t * t We tiv .ct .t'd ia randoii tianil- of H9 pro ject out 
of 880 prtje ts i' riibu rti'.d ly USAII)/I ulido r ti- ctinilpli'(II F Y 1980 FFW 

Tht, majolr allied fat to ri include lifting oif soilt, carrying di ldilUce,
 
working wilh adverse' nill, and bailing watu fromi work *atei.
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program. In making our calculations and projections on total allied
 
factor underpayments on the FY 1980 program, we assumed that the
 
underpayments reported in CARE's monitoring reports continued for
 
the life of those p)rojects on which underpayments were reported.
 

A basic problem in observing wage payments is that wages are paid 
on an irregular basis. Therefore, in verifying wheat distributions, 
CARE must often rely on questionable project records or the word of 
workers. However, CARE officials believe that with hundreds of 
projects drawing on LSD's resources that may be short at times, 
together with normal administrative problems, a regularized system 
of wheat payments would be unworkable. CARE officials believe the 
only practical way of determining payments to workers with reasonable 
certainty is through extensive discussions with workers during their 
monitoring visits to project sites. CARE officials feel that in order 
to assure reasonably uninhibited responses from the workers, these 
discussions must not be held in the presence of the BDG's local 
project officials. 

Our examination of CARE's documentation for the 89 projects completed in 
FY 1980 indicated that major items of allied factor wage payments 
for lead, lift, adverse soil and bailing water weire not being paid to the 
laborers on 71 of the 89 sampled pro.ectz. We then calculated that 
theae unpaid allied factors amounted to 52. 44 percent of the total allied 
factor wages claimed on the 89 sample projects. We then applied this 
percentage of underpayments to the 19, 623 MTs of wheat that was 
reimbursed to the BDG in FY 1980 for allied factors. We calculated 
that approximately 10, 290 MTs (19,623 MTs x 52.44) of allied factor 
wheat wages valued at $2. 188 million were not paid to the laborers 
out of the total universe of 880 projects. 

Our review of CARE's FY 1981 monitoring reports and records, field 
visits to project sites and discussions with laborers and local project 
officials indicated that underpayments to laborers also continued to be 
the general practice for the FY 1981 program. We were unable to 
observe any distributions because they are not made on a regular 
basis and local PICs normally do not permit or arrange for CARE or 
USAID officials to witness wheat payments. 

CARE recently completed t number of studies of various aspects of 
the FY 1981 program. On( such study, completed in August 1981, 
and based on data reported in CARE's monitoring reports, again 
revealed significant underpayments to laborers. The study disclosed 
that as of early May 1981 CARE had made about 1, 700 monitoring 
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visits to project sites with many of the projects visited twice. During 
their visits, CARE officials estimate they discussed underpayments 
with an average of 50 workers per visit with an estimated total of 
85, 000 workers being contacted. Underpayments to workers were 
found on 688 projects. The underpayment rate by types of projects 
ranged from 8. 82 percent on 544 roads and embankment projects, 
14. 24 percent on 120 canal projects, to a high of 18. 87 percent on 
24 tank projects. CARE officials point out that the 688 projects cited 
in the study are not all the projects on which underpayments were 
reported on the FY 1981 program of 1,027 projects. Many more were 
found underpaying workers as a result of monitoring visits made on 
other projects subsequent to the summarizing of data used for this 
particular study. 

The study did not cite the overall percentage of projects underpaying 
in relation to the total projects monitored. However, our review of 
CARE's supporting data for the portion of the study done by CARE's 
Faridpur Unit Office showed that out of 150 active projects checked, 
workers were reported as underpaid on 129 or 86 percent. Workers 
were reported as overpaid on three projects. This underpayment rate 
is considered a minimum because the unit was unable to obtain wage 
payment data on 17 projecti. The Mymensingh Unit Office reported 
that out of 113 active projects, workers were being underpaid on 101, 
overpaid on six and wage data was unknown on the remaining six 
projects. This equates to 89 percent of the projects being underpaid. 
The Rajshahi Unit reported that out of 174 active projects, workers 
were underpaid on 129, overpaid on twenty-seven and payment data 
was unavailable on another seventeen projects. The minimum under
payment rate for Rajshahi was 74 percent of the projects. 

CARE officials stated that the reasons for the underpayment rates being 
higher on canal and tank projects was because the allied factor rate 
was much higher on those type of projects. Workers, however, are 
paid at about the same rate regardless of the type of projects on which 
they work. Seventy-seven percent of all the projects were road or 
embankment activities which experienced the lowest underpayment 
rate, thus, the overall average underpayment rate was 10. 17 percent. 
CARE advistted that this rate was the average of all projects monitored 
under th,! study, niot just the 688 found unde rpaying, therefore the rate 
is considered applicable to the total program. CARE asserts there is 
no question concerning this actual rate of minimum underpayments. 
Accordingly, we concluded that umderpayments occurred on most 
projects and calculate that at least 10. 17 percent of the 88, 064 MTs of 
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wheat reimbursed to the BDG on the FY 1981 program was not paid 
to the laborers, but was used to reimburse improper project imple
mentation costs or for other unauthorized uses by BDG project 
officials. This amounts to approximately 8, 956 MTs of wheat 
valued at $1. 904 million. 

CARE considers this rate of underpayment to be an absolute minimum 
because the following factors are not reflected in the rate: 

(1) 	 The study was not based on actual observation of 
distributions. It was based on what the workers 
said they received or what they were told they would 
receive. CARE believes the laborers responses to 
their questions on wage payments were often in
fluenced by the presence of or instructions from 
local PIC Chairman that resulted in inflated rate 
reports due to coached answers. 

(2) 	 Work leaders'(usually one for each 20 laborers) wage 
payments that are programmed in the proposals and 
reimbursed at the end of the project are often not 
paid to the leaders but are retained by the PIC Project 
Chairman as payments for his services. In turn, 
the leaders then keep a percentage of each laborer's 
food earnings to compensate themselves. 

(3) 	 During March, April and May, 1981, CARE completed 
a time and motion study of earthwork done by workers 
on a daily basis. The study indicates that workers 
have been moving considerably more than the 70 cft. 
of earth per day (the basis on which they are paid). 
The study concluded that the PIC Chairmen usually 
do not measure the work actually done by workers but 
assume and pay on the sta:ndard basis. The study 
indicated that workers actually moved about 100 to 113 cft. 
of earth per day which allows the work to be finished 
sooner than programmed and the unpaid wheat is either 
taken by the PIC Chairman or left in the LSDs. Based 
on their annual review of wheat drawdowns from LSDs, 
CARE advised that in the vast majority of cases the 
Chairman withldrew the maximum allotted wheat against 
their report of earth moved. Therefore, by paying 
laborers on the assume(d productivity of 70 cft. per 
day, the project Chairman and other PIC members 
could be diverting a minimum of 30 percent of the 
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commodities provided to these projects. CARE 
feels, however, that more time and motion studies 
are necessary before a firm estimate can be formed. 

The results of the time and motion study are currently under review 
by CARE and USAID to determine if revisions of the manday work 
standards in terms of cft. per day of earth moved are necessary. 
USAID is also reviewing the preliminary results of a recent USAID 
financed Institute of Nutrition and Food Science (INFS) study on the 
same subject. This study tends to support the findings of the CARE 
study. We believe any underpayments to workers indicated by these 
time and motion studies are due in large part to faulty assumptions 
on daily productivity. However, we find it noteworthy that after 5 
years such information is not well established. We have also noted 
that the percentage of direct underpayments to laborers by project
officials that we calculated for allied factors in FY 1980 based on 
CARE's monitoring reports was also consistent with CARE's FY 1981 
findings even though CARE included both the basic and allied factor 
rates in their study. 

CARE officials are convinced that their wage payment study indicated 
conclusively to them that allied factors are not being paid to the 
laborers. They assert that if allied factors are not paid during the 
season, workers will not wait around for them at the end of the season. 
In effect, the underpayments were reimbursed to the BDG because 
USAID and CARE policy has been to reimburse the BDG at the full 
wage rate for earthwork moved without regard to actual wages paid 
to the laborers. A a result, U.S. Government provided wheat resources 
meant for thet poor, landless, unemployed or underemployed workers 
and their families, are being misappropriated or misapplied to support 
BDG program costs or for other unauthorized uses by BDG project 
officials. 

The only reason given by project officials for not paying full wages 
was that if workers were paid in full, many would leave the projects 
before the end of the season. The MORR operating instructions do 
not provide for withholding wages. In fact, the operating instructions 
for the FY 1981 programn state that laborers' wages in wheat should 
not go unpaid. 1f there is a shortage of wheat, work may continue 
according to the ins tructions , but the SDOs art to improve the avail
ability of wheal. Another requirenient of th. iniitructions is that 
certifications of work done should be completed twice a week so that 
workers gel. their wheat at least twice a week. While project 
officials are given some leeway to change these rules to fit local 
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conditions, we found no intent to authorize withholding of wages 
until the end of the work season. Many of the monitoring reports
showed the projects to be 80 to 90 percent complete with no allied 
factor wage paymenis having been made. 

Other than the word ol the workers, there was no proof that the full 
wages were paid or not paid. Project records consisting of "Record
of wheat withdrawals from LSDs" (Form 8A) and "Record of Wheat 
Payments to Laborers" (Form 8B) and other related records were 
either not being maintained or were not available for inapection by
CARE field representatives during their monitoring visits. For 
example, the monitoring report of April 16, 1980 prepared by CARE's 
Dacca field office reported that with one-third of the work season 
gone, project records and related papers were either not maintained 
or were characteristically not available for inspection on nearly all 
25 projects visited. For the same period CARE's Rajshahi field 
office reported that: Form 8A and 8B on the whole, were not available
 
for inspection or were not being maintained. This district office
 
monitored 114 projects during 1980. 
 Near the end of the work season,
both the Khulna and Rangpur field offices reported the general
negligence by PICs in maintaining project records and related papers.
They said the absence of records was a common problem that 
continues to hamper implementation and monitoring. 

CARE experiences difficulty in getting these wheat utilization records 
in a timely manner at the end of the season. The records are used by
CARE in conjunction with post-surveys of work done in order to cal
culate reimbursements due the 13DG. Eighteen FY 1980 projects were
 
not reimbursed 
because rt'curds were never made available to CARE 
as required at the end of the season. 

In general, it is our conclusion that project officials do not keep
adequate records. In some cases the records prepared at the endare 
of the work season merely to obtain reimbursement. Accordingly, 
the records cannot be relied upon to reflect actual payments to laborers 
or as an adequate basis for audit review. hence, (ihere is an urgent
need to dtevist! a inethod for redtucing reimbursements to the BDG for 
underpaymnents to la)(irt',rs. CARE has already )roposed that the FFW 
Action Plan be revi s d to include, among other control features, a 
formalized stiri, f(or calcuilating, recording and adjusting reimburse
ments to th. IDG for undv.rp),ymnnts to laborers which we will discuss 
later in thit, rep rt aong withi a recommtindation that USAID/il not 
approve any additional wheat imports for the program unless CARE's 
proposed system is accepted by the BDG. 
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In failing to maintain and make records available for inspection during 
the work season, project officials prevented CARE from effectively 
discharging their monitoring responsibilities thereby violating pertinent 
terms of the BDG/CARE agreement. This agreement requires CARE, 
among other things, "to monitor and assist the project supervisors in 
maintaining proper accounting and supervision of the actual work
 
performed on each FFW project". In addition, 
 the lack of accurate
 
records precluded the achievement by CARE of a major purpose of the
 
AID/CARE grant agreement under which CAREIs dollar costs were
 
financed. Under that agreement, a BDG/CARE system or organiza
tion was to be established that would provide accountability for the
 
PL 480 wheat reimbursements to the BDG. In practice, there has
 
been a flagrant disregard for this record management requirement

coupled with the fact. that there 
is strong evidence that the withheld
 
food wages were diverted for unauthorized purposes. (A discussion
 
of CARE and USAID responsibilities with a recommendation for
 
initiating claims for misuse of commodities is presented on pages 28-33), 

Sale of Wheal-Cash Payments to Laborers 

Some of the AID-financed wheat provided for use as wages on earthwork 
projects is being sold and the cash paid as wages to the laborers.
 
These sales are in violation of I-1 9, Chapter 5 regulations governing
 
Title II program implementation, and the BDG's operating guidelines
 
for the FFW program. 

In order to assurt that Title II commodities do not disrupt or 
interfere with sales which might otherwise be made, Section 5J of 
these regulations prohibits sales of Title II commodities by the host 
country, cooperating :sponsor, distributing agencies and recipient 
agencies ,xctpt when, (1) commodities are unfit for human 
consutnptiuin, () sales are made tind.r a Title 11 Section 206 sales 
program, and (3) AID/W authorizes such sales to (a) assure that 
cmt ntzdiitit r'iac:iz theintendtd recipients in urgent or emergency 
s ituti un , and (b) lor certain selected development activities. None 
of tiltca exceptions apply to the Bangladesh FFW program. 

The IIDG' Sew i opt.riating guidelines for the FY 1981 FFW program
dated October 1980 also fo)rbid sale of AID-financed wheat for the 
purpose of paying rarjh wages to the laborers. Section 14 of the guide
lines stattes that: "lUnde r no circumstances will wlhat that has been 
sanctioned fuir tht. project be allowed to he sold. Only wheat should be 
paid to the labort.rs. If wheat is not provided as a wage, the concerned 
officers of the sponsoring agencies will be held responsible . * *.

- 24 

http:labort.rs


Our review of project files and CARE's summary monitoring reports 
on the completed FY 1980 program, disclosed that cash wages were 
paid to laborers on 16 projects. Despite the payment of cash wages, 
wheat reimbursements to the I3DG on these projects totaled 1,210 
MTs valued at $257, 000. Eight of the sixteen projects were located 
in the district of Chittagoig. On these 8 projects,561 MTs of wheat 
valued at $119, 000 were reimbursed to the L3DG. The remaining 
8 projects were located in 6 other districts around the country. Six 
hundred forty nine MTs of wheat, valued at $138, 000, were reimbursed 
to the BDG on these latter projects. CARE and USAID/B representa
tives stated that the reason wages are paid in cash in the Chittagong 
area was because laborers are not available in this area due largely 
to the high labor rates being paid there. As a result,migrant laborers 
who come from long distances away are engaged on the projects and 
they greatly prefer to have their wages paid in cash. 

Aside from wages being paid in cash, which in itself is a violation 
of AID regulations, the substitution of migrant workers on projects 
to make up for a shortage of underemployed local workers results in 
projects that do not fit the criteria or intent of the FFW wheat grant. 
In our opinion these projects, as well as projects paying cash wages, 
should not have been reimbursed. 

Our review of project files, CARE's monitoring reports and field 
visits to 13 projects in tilt FY 1)81 program disclosed that FFW 
project officials are continuing to make cash payments to the laborers 
in violation of Title 11 regulations and IDG's program guidelines. 
We found laat laborers were being paid in cash on four of the 13 
projects visited. Btecauise of thit. high incidenct! of cash payments of 
wages found duoriiig our field visits and the fact that CARE's monitoring 
reports did not diisclos thebe particular payments, we believe the 
practice of paying laborers in cash 'more'may be prevalent throughout 
the F'FW prog rain than gene rally thought to be the case. 

Ont eff.t t of paying wages in cabh is that it gi es some local PIC 
officials an opporltunity to hell the wheat for profit. The workers are 
paid [tl is than ti,. wltalt itl worth on tilt market especially if it is 
milledI efoIrt l I h t.'i 14. FoJ r extamiple, on 011t, Iproject we found the 
labtuo t r i wi'r.e t ig, 10 'l'aka (60 ') per day suppost tlly as an advance 
against wlivt ut,itie l Wv llated that ta b ahould be.i m. cac ilit. ro.rs 
getting a mimin severs of whtat pter day which worth aboutiic of 5 is 
15 Taka at the local market rate. We then visited the lucal I C ware
house whire wheat was stored to support this project. We found that 
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Z, 000 maunds of wheat. were recently received from the LSD but had 
not yet been distributed to the laborers. We noted this warehouse 
was operated by the PIG Chairman who was also operating a milling 
machine in the same building. Since milled wheat was selling on the 
market at 175 to 190 Taka per maund, a minimum of 100 percent 
prcfit 	could be made by milling and selling the wheat and then making 
cash 	payments to the laborers as was apparently being done. On 
another project we visited, laborers were reported to be receiving 
100 Taka in cash for each maund of wheat earned. The local market 
rate in the area for one maund of wheat was reported to be 115 Taka. 

According to BDG operating procedures, in cases of legitimate 
wheat shortages, projects can be continued in anticipation of receiving 
wheat later. In these cases SDOs are to do everything possible to 
improve the availability of wheat and accelerate deliveries of the 
grain. We believe this practice could result in the following un
desirable conditions: 

(a) 	 roporting wheat shortages to laborers as an excuse 
for paying cash, thereby permitting illegal profits to 
be made from the sale of wheat by project committee 
officials; 

(b) 	 underpayments to laborers; and 

(c) 	 violating PL 480 Title II regulations and the BDG'u
 
own operating guidelines prohibiting the sale of
 
commudities.
 

On thirty of the 1, 027 FY 1981 projects it is known that wages were 
being paid in cash. Fiftcen hundred and sixty nine MTs of wheat 
valued at $33 , ( o has b'tan romilmrbusrsd to t ht. BDG on 26 of these 
projects. For Ilie remaining four projects, CARE rtefusted r.irnburse
ment on tlbe bc, aust th( project reco rds used to calculate re 
imburti.-m.ne i were not stiuin iite.d to CAREF; by Ihe recquired date. 
For the o the. a pr j .ct, CARE'I re'ftitad reinmburtivierna t becaues wages 
were being paid in :,ith a all CAIHC o ffi ci als thought th,' IqC Chairman 
was p rufifte.,riig by nilli ng id s llintg the wh-at aid paying litbore rs 
in cash. '1 ii isitualt ) iti irnitar toi tdiv situationl we founad inl re
viewing the F'Y 1980 activiti.s.4 For examplh, 18 of the. 30 FY 1981 
cash payi n. , prljeia t i w.re. lo ated in Chittagong ;iad wt re paying 
wages in cah for the tiare rason. The othe.r 12 were located in 
6 other districts a round the country. 
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USAID officials provided us with a copy of a MORR wireless message 
dated February 20, 1981. That message notified the SDO of 
Chittagong to take immediate action against committee officials of 
two projects for making cash payments to laborers. The MORR also 
stated, ". .. work will be stopped if payment was not made according 
to rules." CARE's representatives informed us, however, that to 
their knowledge no projects have been cancelled for malting cash pay
ments to workers even though CARE continues to report cash payments 
to workers on other FY 1981 projects in the same district. In effect, 
we found no record of any substantive corrective actions taken by the 
BDG to curtail the selling of wheat and paying laborers in cash. 

The above sales activities are in violation of Title II regulations in 
addition to violating the BDG's operating guidelines for the program. 
Therefore, we believe that USAID/B and CARE should (a) not have 
reimbursed the BDG for wheat programmed projects where CAREon 
has established that laborers wages were paid in cash, and (b) charge 
the BDG's FFW program wheat account for the 2, 779 MTs of wheat 
reimbursed on projects that did not mtet program criteria or where 
wheat was being sold and wages paid in cash during the FY 1980 and 
FY 1981 program years. 

In response to this finding CARE stated: "It should be noted that one 
site visit monitoring report of cash payment on a project cannot be 
taken as evidence that cash payments were made throughout the 
project's duration. In fact, except in the cases of Chittagong and 
Sylhet, cash payments have often been found occurring only sporadically 
on a given site in responise to the Project Committee'ti need to pay in 
cash rather than incur laborer disaffection over tardy wheat deliveries. 
CARE feels this action is uuit-rstandaltle. For these projects, in any 
case, CARE bt-lievcs it would be unjust to disallow all wheat spent on 
the project bL.cause (ofone ca.h payment. Yet the monitoring reports 
on any given prjct aret rarely so numerous (three (ormore ) to 
documnent conch.iivtiy the persis tent use of cash in lieu of wheat. ' 

In our opin ion CARE 's p)td icy concerning r-vinihtrst.invits to )projects 
paying wage, iicth is not coni. it,eiii. CARE refued to 1-tinmburse 
on a previtmuoly Illnit imtd pr(oject because tof apparent 1)r,)fiteering by 
the, PlCobut om mui' rmt, (other reinmburtt-d projects, there was no 
clar i iidictt ion In tht. lllollitori g r,,pirts what thi r'easonth were for 
payiig wtgt-.i in c,,ta We it n|et to th retc orh. feel ii nt)t a ii'y have 
muore lnonitorilmg re,pl(rts to tjIt'tjiitnwt nisusev of wheat ineant for 
paying wages especially since PIC officials generally du not allow 
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CARE officials to observe distributions. To disqualify a project it 
should only be necessary to determine that wages were paid In cash. 
Wheat sales and payment of wages in cash are direct violations of 
the FFW operating guidelines and HB 9-5J Title II regulations. 
AID/W has never approved sales of wheat for this program for any 
of the reasons cited in Chapter 5J. USAID and CARE feel that 
because wheat sales and cash wages were not specifically disallowed 
in the F'W Agreement and related Action Plan and the BDG has 
already been reimbursed in full on these projects, filing refund 
claim actionts on an ex post facto basis would constitute a breach of 
faith with the BDG. In our opinion, these factors cannot override 
AID policy and regulations prohiliting the sale of Title It wheat 
without prior AID/W approval. USAID and CARE were aware of 
these restrictions before the projects were accepted and reimburse
ments made to the 13DG. The fact that the 13DG was aware of this 
overall situation and has not taken effective action to control it also 
supports the need for prompt and decisive corrective action now by 
both USAID and CARE. 

Accordingly, we see no alternative but to file refund claims for wheat 
reimbursed on all FY 1980 and FY 1981 projects involving sales of 
wheat and payment of worker wages in cash. The following report 
section on CARE/USAID responsibilities includes a recommendation 
for initiating claims for misuse of commodities by selling wheat 
and paying cash wages to laborers. 

Recommendation No. 5 

The Director, USAID/B should, require the BDG/ 
CARE Agreenment and related Action Plan to be 
amended to require CARE to withdraw food support 
from any projects where comnodities are sold and 
wagts at. paid in t',ash. 

,CAR E/JSAIDj I,,:p-.. ih Iitics for Heirtiand Initiating 
Claims for Misiiio- of Ill, 480 Title 11 Wheat 

Neither USAID wi'r CALEIl avi. pro t rly vxercibd their renponsbilition 
under AID reg i tinti for ptirsui ig, mnd initiating claitins for rniume 
of the Il, -180 'litl. 11 wht.at iprovit ,d tor this program. The liability 
of CARE: andf third parties for lotis anid damage and for improper dis
tribution of I 1 -18U 'itle If com mtnlitirs i-i covered in IM 9 Chapter 6 
and Section 11. 9 of AID Hegulation II (Reg. 11). 
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Claims Against Third Parties 

Cooperating Sponsors (CS's) have the basic responsibility for establish
ment and followup of claims against third parties for misuse of PL 480 
Title II commodities. -113 9 Section 6A provides that Voluntary 
Agencies (VolAgs) implementing projects under agreement procedures 
are responsible for pursuing claims for losses beyond the end of ship's 
tackle. Section 613 states that CSs have the responsibility to report 
losses, damage and improper distribution, and institute and pursue 
claim actions against third parties. This Section also provides; 
(1) USAID's are to, (a) review the reports submitted by the CSs, 
(b) institute and pursue claim actions against CSs, and (c) monitor 
CSs claims against third parties, and (2) FVA/FFP monitors claims
 
and when requested, advises on claim actions instituted by USA1Ds.
 

Section 211.9 (e) of Reg. 11 concerning the liability of others in the 
country of distribution provides that; upon the happening of any event 
creating any rights against a warehouseman, carrier or other person
(emphasis added) for the loss of, damage to or misuse of any commodity, 
the CS shall make every reasonable effort to pursue collection of claims 
against the liable party or parties for the value of the commodity 
lost, damaged or misused and furnish a copy of the claim and documents' 
to USAID. 

Cooperating Sponsors who fail to file or pursue such claims shall be 
liable to AID for Iht, value of the commodities lost, damaged or mis
used. Provided, however, that the CS may elect not to file a claim if 
the loss is es.s than $300 and such action is not detrimental to the 
program. Any pro)osed settlement for less than the full amount of 
the claim nust be approved by the USAID. When the CS has exhausted 
all reasonable atlet'pts to collect a claim, it shall request 0 - USAID 
to provide fhurthvr instructiitns. 

Section 6D ctJnctrning inland losses provides that thc CSs promptly 
notify the USAID of aniy lms, damage or Imisu e of conimodities. If 
the loss, damage or miuti is the ftault of a third party, the C's issues 
a claim against the, third party. llh*.e rti rt is r.vie.wed by LISA1D's 
Food For P'eat c Offit v'r (IF"PO) and then is refer red to the officer 
re p,mibhle f'r fisc lmanag'ntit (FM) with appropriate comments 
and r'votinntdationn. FM Ohen determines whether the circumstances 
aiuppo rt the issuanice of a bill for collection (BC). 
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Claims Against Cooperating Spontioru 

Section 211. 9(d) regarding liability of the CS for lose and damage or
 
improper distribution of commodities in country, provides that; if
 
the CS improperly distributes a commodity or knowingly permits it
 
to be used for a purpose not p-rmittud under the Food For Peace
 
Program Agreement or this part, or causes loss or damage to 
a 
conmmodity through any act or oniistion or fails to provide proper 
storage, care and handling, the CS shall pay to the United States the 
value of the commodities lost, d..maged, or misused (or may, with 
prior USAID approval, replace such commodities with tirnilar 
commodities of equal value) unless it is determined by AID that 
such imiproper distribution or use or such lous or damage, could 
not hav, been prevented by proper e:.ercisv of the CS's responsibility 
under tile terum of the agreement. Normal commercial practices 
in the country of distribution shall be considered in determining that 
there was a proper exercitse of the CS respontibility. 

Section 6D of 1-I1 9 provides that the USAID F1O maintains a 
followup file for each claim, and iusues rtnmindr notices as appro
priate tu the CSti. Any proposed settlement for less than the full 
amount due must be approved by the USAID Director, with the advice 
of the F.'i)O and FM. If settlement of thie claims has not taken place 
within a reasonaiable time the USAID may: (a) institute claim actions 
against the, CS if it hati failetd to imake every reasonable effort to 
purs it'collection, or hat; failed to pruvid, for the right (ifthe CCC to 
assert the clain. When FM c(iicludes that claian action against the 
CS is jui ;tified, thii is ntilel in (ti loss and daniage re*port. FM thun 
issuti a lIC Io the CS for hse valt.c (ifthe conimodit ies lost, damaged 
or misitd wilh uhi-trictitis for paymerit, tor (b) closes the file 
against the CS a,'lter finding that the CS has exhausted all reasonable 
attempts it)colIltet ti ca iem. The tISAID may as bunie reipoilsnibility 
for the collection of third-iparty tlairrin when rcque lted by tile CS. 

Froi the above., it i:quit. lear that otlh LISAI) and CARE have key 
resuptonbiibililtvii to en.mUre thma t ch i m at'tioti iiitaken whei tIomliumodlitles 
are misuistdt.t. Nc'v.rth 4-cl, n.eithor office, has proiperly retsponded 
to this rct'eis lice lity. CAIRE' ha inlicatid that th r Autigu t 198 
iagrel i'lnt with tit HM1(; pirvclthi tiIhlent from tahing ce.rftill unilatural 
penltiy Acti ims!,~ hay ilig it) dli willi viclatioti (it'p)riijc iitiilvhiiiitWa tion 
procliduriire . Oil the. tith, r haild0 UISAID ft-.e.ls t ilhm ) g of claiint actions 
for tianteujayliit:, Io Wm korti' rc'nmiltr'wiulil Ili4 hrech (if faith with 
tihe, l[)(ii It v' *,milhiritinght-th-ra, of reniburts'u ,'i t fiar V'Y 1980 ,and 
FY 1981iihave alrcady bet-n stiat by CAll, to the: LIDC. These httera 
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approved reimbursements at the full wage level. However, we 
believe the BIDG/CARE FFW Agreement and the reimbursement 
letters cannot override AID policy and regulations or subsequent 
audit findings that require the filing of claims for misuse of PL 480 
wheat. Both CARE and USAID were aware that there were under
payments well before the authorizing reimbursement letters were 
sent to the BDG. CARE had reported these underpayments in its 
monitoring reports constantly during FY 1980 and FY 1981. The CARE 
study on the FY 1981 program showed underpayments on most of the 
projects. In uur Opinion, CARE recently demonstrated that the BDG/
CARE FFW Agreement does not preclude CARE from filing claims for 
underpayments to workers. For example , CARE refused to reimburse 
the 11DG on fifty-nine FY 1981 projects, nineteen of which involved, 
anong other things, gross underpayments to workers. We consider 
this non- reimburseme nt action as tantamount to initiating claim 
actions against the BDG on the nineteen projects. 

Underpayments to laborers are also a violation of the terms of CARE's 
General Agreement with the BDG effective on and from June 7, 1974. 
Part I of the IDG/CARE FFW Agreement ipecifically cites the BDG/
CARE General Agreement of 1974 as being applicable to PL 480 Title I1 
wheat imported by CARE for the PL 480 FFW Relief Program. 
The primary purpose of the General Agreement of 1974 is' "to facilitate 
and maximize tht utilization of voluntary gifts of commodities and 
services by indivihluals and organizations outside of Bangladesh to 
qualified re'ipten-it iii Bangladesh. This agreement may be limited by 
mutual agrecteent of the parties to include specific commodities and 
services, but n tht- abteince of such limitations, the term shall refer 
spvcifically to cotinodities ar.d ser :es for development projects, 
relief, rt-hathilitation atid reconstructlcon programs. " 

Part 3cl of the CGi-ner~al Agr,'ement provides that ''The Government 
will nd, rttk -that the cutimiodities equipment and supplies required 
to be imprted by CARE and furnished by CARE will not be subject to 
ube tither Iih.& intntled by the donort, b, fort or after delivery to the 
ultinate recilp ciat ini kltagltdcth. hi li t event of such divers ion by the 
Guvernmnivio uf Ih.anglade..h or any of it. 't.ignt.ted aid representative 
guvtrnent.al .a .,.al:,t'a,, t1e (overana.aat ,f Iaapacldhsh agree to re
imtir. CAI t I r the. voht lit OW s.ilo t-olilnoltiell (emphiatsit added),

1tJllt Wlit, I11.ttt'lAl is Ald Supplicm and tie iitn idcentil dchlvery cu ts 
ilt hut1111j; 14unhladiitg, handling, warelhouning and t r.atisportation of 
the sid comiuaditi h' I"art 3 cl! of the Generid Agvelement ,tatei that 
"The Govt.rnlennt of flangldesh .gigrevs to hold CARE harmless 
a&Ainst any cl.4in or claint (f any government providing commodities 
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to CARE that may result from the failure of the Government of 
Bangladesh or any of its designated agencios to carry out its obligations 
under agreements on the basis of which CARE will obtain commodities 
from the providing governments for delivery and distribution in 
Bangladesh."l The BDG/CARE General Agreement indicates to us that 
the BDG mutl accept responsibility for underpayments to laborers, 
accept clainm from CARE for such underpaymenits while holding CARE 
blameless against similar claims filed by the U.S. Government. Thus, 
we have concluded that neither CARE nor USAID has properly exercised 
their responi1)ilities under AID regulations and the BDG/CARE General 
Agreement of 197,4 for filing claims for underpayments to laborers. We 
also conclude that USAID was remiss in not following up and requiring CARE 
to fully document underpayments and formalize, claims against tile BDG. 

CARE's procedures for determining the magnitude of underpayments to 
workers were not developed on the FY 1980 program to the same extent 
the CARE study evaluated underpayinents on the FY 1981 program. 
The study on the FY 1981 program, conducted on a project by project 
basis, and utilizing payment data reported in interim monitoring reports, 
clearly indicated a minimum underpayment to workei i of 10. 17 percent 
of the 88, 04 MTs of wheat reimburtied to the IlDG on the FY 1981 pro
gram. The total un..rpayment s amuwnts to 8, 956 MI's valued at $1. 904 
million. Accordingly, USAID should require CARE to comply with the 
requirements of lill 9 Chapter 6 and Section 211. 9 of Re'g. II and its own 
General Agreetment with the BDG of 1971 by filing individual claims on 
all project8 found undt, rpaying laborers on tie FY 1981 program or file 
one claim fbr 8, 9511 MIs of wiat valued at $1.90.t milluio, which is 
equivalent to 10. 17 percent of the FY 1981 reinburuements. CARE 
should also he required to file a claim against the IlDG fuir 10, 290 MTN 
of wheat valued at $2. 188 million which we determined were underpaid on 
the FY 1980 prograin or Altv rutativt ly, require CARE to establish their 
own clain .anatnt fir FY 1980 through it full review (if the underpayment 
data repu rld in their FY I')HOit onitorintg reports. 

In our view, I tiiiio'ttiatte that tihe" unetrliiloyed a-u rtI poor fanilies forit o. 

whomi our aid wati intt-nldtd. aiid who are ,al ready liviig near Ir below the 
poverty lve., are. be ing itirth.4gvd thrtgh tindvrpayiwett, wheat 
ataleN and othe r fi'aiin oif divertml that prieclutle wheat Irom ari iving for 
dititributtiti at the work sltes. We blit-vt, the-re it* a viar reqtlireelint to 
tor rt titi,tsitia ott t lh. B be held accountand th tiill iattely, he G nitiun 

ablhe III t with tl l autact'o rldio I. ir i ' ltivo' -tmltpihtautt ned oi tit, prec eding 

page If Iha11i ro pirt. 

At, rtgUil'red hy l1l 9 Set.Iion 6A, USA l) tohould mI00tito r CAkI.t I t4-1i46 1 
a lt iii;. liid iii (hit- i-vei it CARE Iai.l to fit ci urmia aga its t tilt, i1)1 foe 
uitmn rpay meeit it o lithor.,r , whe.at atlt adii fotr paying labo rt ro in vash 
un the FY 1980 arid FY 1981 FFW progranas, then USAID should file 
al)propriato claims against CARE. 
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Recommendation No. 6 

The Director, USAID/B should, in compliance with the re
quirements of HB 9, AID Reg. II Section 211.9 and the terms 
of the BDG/CARE General Agreement of 1974, (a) require 
CARE to file either individual claims against the BDG on all 
FY 1981 projects determined to be underpaying laborers, or 
based on CARE's average underpayment rate, file one claim 
for 8,956 MTs to cover underpayments on the total FY 1981 
FFW program, (b) require CARE to file a refund claim 
against the BDG for 10, 290 MTs of wheat for unpaid "allied 
factors" on the FY 1980 FFW program or alternatively re
quire CARE to analyze the underpayment data reported in 
their FY 1980 monitoring reports and establish an average 
underpayment rate for all projects and then file one refund 
claim on the total FY 1980 FFW program, (c) require CARE 
to file claims against the BDG for 1, 210 MTs of wheat and 
1, 569 MTs of wheat reimbursed to the BDG for the FY 1980 
and FY 1981 FFW projects where the wheat was sold and the 
laborers paid in cash, and (d) under the provisions of Reg. 11 
Section 211.9, file claims against CARE in similar amounts 
in the event CARE fails to comply with parts (a), (b) or (c) 
above within a reasonable period of time. 

(Audit Note: 

Both CARE and USAID management officials have 
strongly objected to proceeding with claim action against 
the BDG for various reasons. Their comments are lengthy 
and reflect their views on an earlier draft report as well as 
on this final report which is essentially unchanged from what 
they reviewed in the first draft except to reflect their 
comments. We have carefully reviewed all their comments 
but have not been persuaded of their validity and have there
fore retained Recommendation No. 6 as initially presented. 
The following report section has been expanded to present 
their comments on both the earlier draft report and this 
final report. ) 

USAID/CARE Responses to Our Finding on Underpayments to 
Laborers, Sales of Wheat and Cash Payments to Laborers 

CARE comment-d on our earlier draft report that: 

While CARE fully agrees that these were direct violations 
of regulations and indeed continuw:zsly represented them 
throughout the years (as such) to the B3DG, we consider 
punitive action taken at this time for prior offences would 
be neither strictly just, feasible nor productive. 
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As has been pointed out in the report, the program has 
lacked from the beginning a viable means of dealing 
with the numerous types of violations of regulations. 
Except for penalizing PICs for false reporting of earth
work done or unauthorized design changes by means of 
its pre and post-surveys, CARE has had neither the 
means nor authority to act against other forms of mis
appropriation. Though the ultimate right of withdrawal 
of CARE support from a project has been an option, it 
has rarely been invoked against projects allegedly 
violating regulations because an unreasonable amount 
of evidence was required before CARE's action could 
be approved. Furthermore, had CARE exercised this 
option, its just application would have demanded the 
cancellation of at least 80 percent of the projects mid
season in any given project year. Moreover CARE 
argues, the weak system impeded the effectiveness of 
the BDGIs action against violations. CARE has been 
merely a reporter of violations on about a thousand 
projects throughout Bangladesh each season. By the 
time the BDG (MORR) received and processed CARE's 
reports and instructed its local officials to investigate, 
the project period was often about to close. When 
further checks convinced the BDG that action should be 
taken, very little could be done short of stopping the 
project altogether and trying the offenders in court. 
The wheat was rarely recoverable. While it is true 
the BDG might have been more active in deterring 
offenders, CARE feels it would be unjust to penalize 
the BDG for failure to act according to a system which 
should have l)een operative since the program's 
inception. A new system (described on pages 42 to 46) 
is still in the process of formulation; to attempt re
troactive application of its procedures and sanctions 
against violations occurring under the old system 
would be, in CARE's opinion, neither fair nor feasible. 

CARE is, moreover, deeply concerned that punitive 
claims made now against the BDG will unnecessarily 
strain relations between us at this crucial stage of our 
negotiating radical, systematic changes. The successful 
formulation and rapid installation of this system will 
require the full cooperation and goodwill of all concerned 
parties. Failure to reach a rapid consensus on this 
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plan will almost surely result in the discontinuation 
of CARE-sponsored Food For Work Programming in 
Bangladesh. 

CARE therefore requests that any recommendation re
quiring refunds of wheat by the BDG be reconsidered in 
light of the above concerns, their justice and probable 
impact of such refund claims. 

USAID comments to our earlier draft wherein we recommended direct 
USAID claim action against the BDG were: 

USAID believes that for USAID/B to file for refunds for underpayments 
to laborers and for selling wheat and paying laborers in cash would be 
inappropriate for the following reasons: 

"The Regional Legal Advisor has confirmed (a) that the 
USG has no legal relationship or agreement under the 
PL 480 Title 1i program with the BDG which would en
able the Mission to file a claim against the host
country government; (b) that any assumption of liability 
based on a hypothetical projection is, to say the least, 
of dubious validity, with the persuasive effect of such 
a projection being very limited, if non-existent; and 
(c) that "adjustments" should be used as leverage for the 
future, and then only in the event of evidence of BDG's 
inability to solve, within a reasonable time frame, the 
problem of underpayments. " 

USAID stated that the line of communication is between CARE and the 
BDG under their agreement of August 19, 1980. USAID said, as 
matters presently stand, there is no legal way for USAID to present 
a Bill for Collection to the 13DG. In USAID's opinion, even if there 
existed a means by which USAID could bill the BDG, its sustainment 
would constitute a breach of faith to the BDG, since it.would mean 
reneging on a joint understanding concerning reimbursements authorized 
in CARE letters to the IIDG dated January 14, 1981 for FY 1980 and 
September 25, 1981 for Y'Y 1981. These letters presented the BDG 
with final data on reiibu rsenents relevant to the FY 1980 and FY 1981 
programs calculated under a previously agreed upon method. Finally, 
USAID feels that the estimated tnde-rpayrnents cited by the auditors 
for FY 1980 is tof cjuestionable validity as it contains assumptions which 
would hardly constit-Lte acceptable evidence in a cotirt of law. Also, 
the USAID said, the evidelce given was rec.ived by the auditor from 
secondary sources, and gathered on a random basis. Accordingly, 
USAID considers any attempt by USAID to claim a refund from the 
BDG for underpayments to laborers as unimplementable. 
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Audit comments to CARE and USAID's above comments weret 

We agree with CARE that needed system changes should 
be required if this program is to continue. The system 
proposed by CARE is necessary for them to carry out 
their mandate as specified in the BDG/CARE and 
AID/CARE agreements, i. e., to establish a system 
that will control and account for the wheat used on the 
program. We believe this is a requirement that must 
be imposed and that the BDG be held responsible for 
any subsequent underpayments. We also believe it is 
not necessary to prove conciusively each diversion of 
wheat to the last pound before any recovery action can 
be taken. The CARE staff has continuously reported 
to the MORR and USAID that underpayments, wheat 
sales and cash wages and misappropriations are taking 
place. The BDG has apparently been trying to control 
the program but without much success. In our opinion, 
program records and discussions with CARE officials 
indicate misappropriations and vioJations of program 
procedures may be on the increase. There is little 
indication these deficiencies are being curtailed. 

We believe our's and CAPE's percentage estimates of 
misappropriations of wheat in the FY 1980 and FY 1981 
programs are reasonabl,. and rupresent the minimum 
(emphasis added) quantities being diverted for un
authorized purposes. Accordingly, we do not accept 
either CARE's or USAID'8 reasoning for not filing 
claims. The misappropriation of commodities is clear 
and thus, requires that the USG be reimbursed. 

As a result of CARE and USAID's above comments, Recommendation 
No. 6 was changed in our final draft report to read as stated above. 
USAID and CARE have since again objected to the recommeidation and 
our analysis of their comments follows: 

USAID has taken exception tu the CARE payment study referred to on 
page 19 of this report and unde rpayrnent data presented in CARE's 
mcnitoring reports. USAID stated that the study is invalid because it 
was undated, authors are uniidentified, and its method and manner of 
implernentation art, unclar. Also, USAID said, there is no indication 
whether the study was based on project records or actual field work, 
or what sampl was used and how the data was processed. 
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CARE also objects to using the study as a basis for billing the BDG 
but for different reasons. CARE objections center on use of informa
tion by auditors (for their estimates of underpayments) from an on
going but then unfinished CARE internal study which they claim was 
intended only to evaluate the extent of underpayments and provide a 
basis for FY 1982 systemic changes in reimbursement procedures.
The system changes were proposed in CARE's FY 1982 Action Plan 
formally submitted to the MORR and USAID in July 1981. 

Secondly, CARE considers it inappropriate to use the study data or 
its monitoring reports as a basis for determining claim actions, re
gardless of whatever validity there is to the data, because this 
procedure would represent a change in opera'.;a s mechanism which 
should not and cannot be approved with retroactive effect. CARE said 
that reimbursements prior to FY 1982 had always been based on cal
culation of earth moved, a system adopted by mutual agreement among
USAID, BDG and CARE as fair/reasonable to all concerned parties. 
CARE stated that to do otherwise without a new agreement, as re
presented in the new proposed FY 1982 Action Plan, would be 
tantamount to ex post facto application of later insight and resultant 
changes in program operations or inditing someone for acts committed 
before legal sanctions existed. Furthermore CARE asserts, to re
troactively apply a new unilateral method of calculations (by the 
auditors) to prior years is unfair because its assumptions cannot be
 
tested in the field or validated for the respective program years.
 

We believe USAID's reasoning for considering the CARE study to be 
invalid are unfounded. The CARE Underpayment Study was forwarded 
to the MORR with three copies to USAID by transmittal letter of 
August 18, 1981. The letter stated in part that "several thousand 
monitoring reports on FY 1981 and thousands from previous years 
reveal, howe.ver, that the m1aj(Jrity of FFW laborers are being paid 
on a daily rate basis of 3 to 4 seers which means they art not only 
being deprived of allied faclor payments but some portion of their 
basic pay also. Their ignorance of how much earth they in fact do 
move in a day and the prevailing erroneous belief that 70 eft. per
day is the nortrs contribute to the unchallenged pattern of their under
payment . .. 'U 

Therefore, it is clear to us that the FY 1981 underpayment study was 
based on data curmpiled in hundreds of interim monitoiring reports 
prepared ptrsuant to visits to project sites and discussions with 
thousands of workers throughout the FY 1981 work season. These 
undetrpaylnenttt are, constantly reft rred to as a conmmon problem in 
CARE's bi-wuc kly summary monitoring reports, copies of which, 
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are regularly forwarded to USAID. The summary reports refer to 
hundreds of interim reports on projects visited as being attached to 
the summary reports. For example, the seventh summary report on 
the FY 1981 program mentioned that a total of .1,955 visits had been 
made to 1,021 projects by the end of April. 

As far as the study being invalid because it was unfinished and meant 
only to evaluate the extent of underpayments in order to provide a 
basis for changes in reimbursement procedures, this is unacceptable. 
The study, when sent to the MORR and USAID, made no mention of 
being incomplete. CARE continually asserted that the 10. 17 percent 
rate of underpayment determined from the study was a minimum.. 
Therefore, there is little chance of overcharging the BDG on a refund 
claim. Moreover, we do not think it necessary to enter into an agree
ment with the BDG before requiring reimbursement for wheat the BDG 
failed to provide to workers by not paying the "awarded rate". CARE 
also objects to filing a claim for not paying the "awarded rate" because 
it represents ex post facto application of program changes based on 
later insight. Later insight, in this case, is the discovery that the 
BDG is not paying the "awarded rate" to the workers which is not only 
a violation of FFW procedures but provides the means for commodities 
to be diverted or otherwise misappropriated. In our opinion, it is not 
necessary to revise procedures before compensating the USG for mis
use of wheat. This is a valid right to which the USG is entitled under 
Reg. 11 of PL 480 and the terms of the existing agreements wherein 
it is provided that the BDG has agreed to reimburse for any ,ouch 
diversions.
 

Consequently, we do not agree that the CARE study is unsupported. 
The study is based on a compilation of underpayment data reported 
project by project. Such data has been regularly reported to USAID 
and involves input, from all of CARE's field offices. The individual 
Interim monitoring reports on each project are available at CARE. 
During our audit we found no instances where USAID questioned or 
determined from its own field visits that CARE's monitoring reports 
were inaccurate concerning undt.rpayments. 

USAID also advised that CARE monitoring reports are invalid because 
such reports are ksecondary sourco, documents, not prepared on the 
basii of gene rally -accvpled iuforiiation-gathering techniques, and that 
they lack validity as a document to determine underpayments. We 
disagrve w~ti this view since, over the years, hundreds of interim 
visitation reports reflect underpayments to workers. In our opinion, 
discuss ioi wii Lhousands of workers would constitute a reasonable 
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method of data collection for determining whether the BDG was living 
up to its obligations to pay workers at the pre-established or awarded 
rates on which reimbursements are based. As noted elsewhere in 
this report, no provisions were made to regularize distributions or 
provide for CARE field representatives to attend distributions. 
Project records reflecting payments to workers were generally in
accurate, nonexistent or unavailable for review by CARE field re
presentatives. Furthermore, little action was taken by USAID to 
correct these conditions. 

In addition to claiming the study is unsupported and the monitoring 
reports unreliable, USAID stated it is convinced that workers are not 
being underpaid. This USAID conviction is based on the knowledge 
that in Bangladesh, to deliberately withhold wages from workers is to 
court trouble. They said that Bangladesh workers will not tolerate 
underpayments, and they are not patient with the individuals who are 
responsible for the underpayments. We believe this reasoning to be 
weak and completely unsupported in view of the voluminous evidence 
available to the contrary and particularly since USAID has left this 
data largely unchallenged during its field visits. During our audit, 
USAID reported nothing to us that would contradict CARE's findings 
on underpayments. It has been well known that the payment system 
involving allied factors has been complex and difficult for workers to 
understand. Workers were often unaware of what they should be 
getting particularly since there were no signboards at the sites that 
were supposed to state applicable wage rates. Moreover, the CARE 
transmittal letter of August 18, 1981 stated with regard to the attached 
"Consolidated Rate Projects Study'' (Addendum 3) that "Itis imperative 
that a clear system of FFW payment be inatituted ccuntry-wide in 
order to accurately gauge and control the increasing incidence 
(enphasis added) (if VI'FW labor underpayments, which continuing 
unchecked, threatens thu existence of the program. The consolidated 
daily rate system backed by a procedure for calculating reimburse
ments of labor wheat based on actual wages paid, will discourage the 
unacceptable practice of underpayment. 0 

USAID also btated that it recognizes that in Bangladesh commodities 
are lost, but minimizes these losses because the FrFW system relies 
on a system that itanalogous to the FAR system ,ofreimbursing only 
for work ac,',nplitished. ISAID agrees that commoditie art lost 
during the period when flie t onini(idili tiaj c dist ribitted within 
Bangladefh, 1ut wriod, Ihiny tlh, commoditiesdut1ring that contend that 
are the le.gal pr,,p.rly )f tlhe liD(; ,and altre 11ipont arllt, b.('ialiSe of the 
existingr I 1llil)lurl. c l111lit systemll1, tile F.W prograin is instulated from 
Ihe losste by rertibursing only for earthwork moved with reimburse
ments determined by the amount of earth that is moved. 
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Given the system In uset reimbursements could be insulated for 
certain misuses of wheat such as padding of payrollL, by listing non
existent workers and then stealing the wheat. In theory, since no 
work would be done by the non-existent worker, this should be 
detected during post surveys and reimbursements would be adjusted 
accordingly. But there is no such insulation for underpayments to 
workers. USAID has overlooked the fact that reimbursements are 
calculated at a predetermined "awarded rate" which includes both 
the basic and allied factor portions of wages that, according to the 
CARE study, were withheld from the workers. CARE asserts 
conclusively, through extensive documentation, that in nearly all 
cases allied factor portions of the wages and at times portions of 
the basic wages are not paid to workers. 

Under a true FAR system there are agreed upon specifications and 
costs associated with the work being done that the host country 
agrees to follow or incur to qualify for full reimbursements. These 
requirements are verified, often on a percentage basis, prior to 
reimbursing the host country. In our opinion, aside from the design 
factors, the "awarded rate" for each project represents the cost 
factor that the 13DG has agreed to finance in order to qualify for full 
reimbursement. CARE's monitoring procedures and the resultant 
reports are basically the only acceptable means available for 
verifying whelher the BDG has provided the r.-quired inputs. Their 
verification of underpaymt-tns has been done )n a mucli higher 
percentage basis than would normally be required to substantiate 
the charges of nisuse and( misappropriation. Yet, even then, CARE 
proceeded with reinuburstenents at the "awarded rate" because they 
felt they had no authority or support to do otherwise. 

The USAID FAR concept o)f reimbursing strictly on the basis of 
estimates (if ,arthwork moved igw ires underpayments to laborers 
as well as oith, r nrismanagenent problems as nentioned in the CARE 
proposal ito th IIDG of Septemtlber 23, 1981. The CARE proposal 
points o tl it nulib.r (if non-insulated area s of misnmanagement where 
ptlialty actl ioils in tlt! ft)rm-11 of reduced reirhbiirstnments are suggested, 
CARE sitate that a11l of th,'se violations of regtlations directly 
contribute, tto d,.fraudatimi of FFW laborers and cnt raivention of 
Tithl II r,,gtldti ns. CARE at ated that they are deliberate violations 
of well.utnd,. r:.td rul,.a that directly reiu lt in, or contribute to, 
shortchanging the w(irkeris. D;.fi( ienc ie's metitiined by CARE are: 
(a) unier payi,ng w(orke rs, at, (ifwhieat u ash to(b) and i paytnelts 
workers , (i ) ihuiiing whiat to' labo rers that itsunfit for human con
sumptioln, (d) refu sal of project officials to prehe.nt project records 
to CARI reprezleatatives during mo: iturilig visits, (v) failure to 
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display signboards on FFW projects or to record proper information 
thereon such as wage rates, and (f) the late submission of project
records to CARE at close of the work season. As can be seen from 
the above, reimbursing on the basis of claimed earthwork moved 
ignores virtually all the serious underpayments to workers that this 
program has experienced on an extremely high percentage of the 
projects assisted. Unless reimbursements are adjusted for the 
percentage of underpayments, as determined from CARE's monitoring 
reports, this gross diversion of USG provided resources will continue 
unabated. Finally, reimbursing strictly on the level of claimed 
earthwork moved, on the basis that the commodities are the legal 
property of the BDG, is absurd since the USG clearly has a right to 
insist that CARE and the 13DG use all commodities solely for the 
purposes for which they were donated. 

As noted elsewhere in this report, CARE staff members expend a vast 
amount of effort in monitoring projects and preparing and processing 
monitoring reports. In our view, this is the best data currently
available to monitor the program and we find it difficult to understand 
why USAID refuses to accept the reports as accurate or how they can 
possibly arrive at a position where they are "convinced that workers 
are not being underpaid". We submit that there are thousands of 
monitoring reports, and tens of thousands of worker interviews that 
refute the USAID convinction. Accordingly, we believe compliance 
with Recommendation No. 6 is essential. 

- 41 



D, CARE MANAGEMENT RESPONSIBILITIES 

CARE is responsible for overall management of the FFW program
 
which includes the timely placement and supervision of international
 
and local field staff, prompt submission of reports, prompt imple
mentation of project responsibilities and application of corrective
 
nmasure when approved or authorized by the MORR.
 

Under the terms of the AID/CARE, General Food For Peace Program 
Agreement and the BDG/CARE operating procedures and local support 
agreement of August 1980, CARE (a) operates and acts as a Cooperating 
Sponsor under the terms of PL 480 Title II, and (b) is responsible for 
complying with the regulations governing this program as contained in 
AID Handbook 9. 

CARE's major project implementation responsibilities under the 
above agreements and procedures are being carried out through 
maintenance of facilities in nine regional offices in Bangladesh and 
their Dacca headquarters. CARE provides qualified and experienced 
expatriate personnel to manage their Dacca headquarters and six of 
their nine regional offices. The other regional offices are staffed 
with local personnel paid from the BDG/CARE grant. In addition, 
CARE provides the full or part-time services of 230 Bangladeshi 
employees, office equipment, and logistic support for their headquarter 
and regional offices. These facilities and personnel are used (a) to 
review and evaluate 13DG project proposals, (b) to conduct on-site 
project pre-surveys of work to be done, and post-surveys of work 
completed (or rv'imbursement purposes, (c) to train BDG local level 
officials in project design and preparation of proposals, (d) to 
provide monitoring of construction of sufficient FFW projects to cover 
a meaningful percentage of the wheat tonnage reimbursed to the BDG, 
and (e) to cooperate with USAID/LI and other entities in the evaluation 
of the FFW program. 

Revision of the CAIRI11/DG FFW Action Plan 

CARE is unable to effectively manage and monitor the FFW program 
because the action plan pre.pared pursuant to the BDG/CARE support 
agreeentnt of August 1980, does not contain the necessary authority or 
leverage to lnable CARE to adequately program projects or control 
lmplementationi. This has resulted in costly deficiencies in programming 
and program implementation. 
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For 	example, we recommended in our draft report that USAID, in 
conjunction with CARE, should require the wheat reimbursement 
system to be changed. We recommended the system be changed 
from reimbursing the 13DG at the full wage rate for earthwork 
completed, to adjusting reimbursements for underpayments to 
laborers to be determined based on CARE's extensive monitoring 
checks. If done, it is likely that wheat wages to the workers would 
eventually be increased since underpayments would be borne by the 
BDG. 

Partly as a result of management deficiencies disclosed in this 
report, CARE submitted a revised action plan to the BDG for approval 
on July )3, 1981. The plan, when approved, will have the effect of 
amending the BDG/CARE agreement of 1980. The proposed revisions 
to the plan are to apply to the FY 1982 and subsequent year programs 
and are designed to facilitate increased efficiency in management. 
In particular the revised plan will eliminate reimbursing the BDG for 
wages not paid to the workers. Important proposed revisions to the 
plan are: 

1. 	 To reduce the number of projectr to a manageable level, and 
improve project selection and ;,mplementation time frames, 
the following changes are proposed in the revised action 
plan: 

(a) 	 CARE will accept project proposals that program MTs 
of wheat only up to the reimbursement level authorized 
for the program. In the past, wheat has been pro
grammed in excess of those levels so that after project 
shortfalls the total authorized level could still be 
reimbursed. 

(b) 	 In reviewing project proposals, CAIRE will apply basic 
and technival development standards for acceptance. 
Proposals will be rejected for ,uch reasons as inaccurate 
data, unfeas ibility of implementation, detsigns which are 
unsuited to achieve the projcct piUrpohe, and where need 
for the project has not been jusli ied in the pro)oSal. 
Rejected pr posalti will b,, recot ntiicldred only if suitably 
amended a ocl re-ttil)riitt ed within one nonth. 

(c) 	 CARE will pire-survey all projects selected for imple
mentation and no unlprevit-wed projects will be accepted. 
All proposals will be submitted by August 15 with all 
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pro-survey work to be completed by December 15. 
Post-surveys will start the following May 1 and will 
involve only a representative random sample of all 
projects within the jurisdiction of each CARE field office. 
This procedure will improve management since, in 
contrast with the practice of previous years, projects 
selected for post-surveys will not be made known until 
the end of the season. TI'he temptation to falsify records 
as to work done and payments to workers was greatly 
increased when it could be predicted that a project would 
not be post-surveyed. In some cases this has caused 
over-reimbursements to the BDG because the records 
were the bas is for calculating reimbursements. 

.	 To facilitate the calculation, formalized reporting and adjustment 
of BDG reimbursements for verified underpayments to workers, 
and for unfit wheat used on FFW projects, the following changes 
are proposed in the plan: 

(a) Allied and basic wage rate factors will be eliminated and 
replaced by a single consolidated rate for each type of 
project. While this change may not reduce underpay
ments to workers, CARE officials believe it will simplify 
monitoring and calculation of underpayments and make 
workers more aware of viages due them on specific types 
of projects. 

(b) CARE will institute a system of calculating reimburse
ments which will include a reduction for underpayments 
to workers. Within the total number of projects to be 
monitored each month, CARE proposes to select a re
prestentative randomn sample of projects for examination 
of actual paynientb to laborers on each type of project. 
A moetihly :.unmeary report onIt Iatual paymentts versus 
set wage rat-ti that should have bteen paid will he prepared 
by CARE and stubmitted to the MO(H asi th, Ove rall wage 
payment status fmr th,, month. 'lhiii will enable Ihe MORR 
to be cottinually appris d f CAiHE'.I firdingti in this area 
during th, work ht-adion thus pe rniittitig thr' MI It to take 
corrective actioni an necettsary. It will also iake the 
MORl aware, duri ig thl. work seas on, of thv magnitude of 
adjustmeintii to rviinburst'n nt s that cae It. txpectecd as 
a result of CARE'o formalized ttesting of payments to 
workers. 
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(c) 	 During August 1981 CARE planned to revise 
procedures and whatever old forms need revision, and 
devise new forms as necessary to formally implement 
the changes in the monitoring and reimbursement system 
as described in the proposed revisions to the action plan. 
In our opinion, the current system is not adequate to 
satisfy the B3DG/CAHE agretement provision calling for 
a control system that would provide improved account
ability for the PL 480 wheat reimbursed to the BDG. 

(d) 	 Samples will be taken of quc.stionable quality wheat 
supplied to FFW projects. The samples will be analyzed 
and if found inedible due to the presence of insects, dirt 
or mould, the wheat used on the projects will not be 
reimbu r s ed. 

CARE considers acceptance of items Ic and Zb above as critical if 
CARE is to call forward additional wheat to continue the program. 

These proposed changes should result in, (a) the automatic reduction 
in numbers of projects and the size of the program thereby reducing 
the waste associated with excessive programming and use of support 
funds, (b) the sehction of more meaningful projects that serve to 
stress both relit.f and agricultural production, (c) the provision of a 
more simplified wage rate system that workers will understand and 
that will facilitate monitoring and reporting to USAID and the BDG on 
underpayment s to worker tithroughout the work season, and (d)the 
forimulation o a iystcm of reimbursement to the BDG that will be 
deterinined fruin both post-surveys of work completed and under
payments of wages to workers dtte rmined from extensiv monitoring 
check.i by CARE'ti field staff. 

In our opimimjn, no additilnal wheat should be called forward for the 
FY 	 19K . prtgr.in mautil,at, a minimumm, the changes proponed in 
itenti I c aii 21) ahov ar e incorporated in a revised action plan 
acceptabh, to CARE and the USAID. Approximately 46, 000 MTs of 
wheat are already available in the FFW wheat account for use on the 
FY 1984 program. 
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Recommendation No. 7 

The Director, USAID/B should, as a condition to 
calling forward additional wheat for the FY 1982 or 
future year programs, require the critical proposed 
changes and the substance of the other proposed 
changes be approved in a revision to the Action Plan 
in a form acceptable to CARI arid the LSAID/13. 

CARE/USAID Monitoring Activities 

Due to constraints placed upon CARE by the BDG undei the BDG/CARE 
Operating Procedures Agreement and Action Plan, CARE's monitoring 
role is essentially limited to reporting opnrational deficiencies to the 
BDG and USAID/B. This has resulted in limited corrective action. 

The FFW program agreemerts and the FFW operation plan do not 
provide sufficient authority to CARE to enforc.' procedures or withdraw 
support to projects for significant violations of operating procedures 
involving wheat losses. Consequently, procedural violations involving 
wheat losses on the FFW projects often go unchecked and without 
penalty. 

In connection with field visits to project sites, CARE determines if 
implementation procedures and regulations concerning such things as 
payments to laborers, adherence to specifications and maintenance of 
project records are being followed. CARE's field staff also assists 
the field project supervisors in maintaining proper accounting re, orda 
and supervision of the acttual construction work. 

Each PIC memlber is to vrnsu re thivt pr)oper records are being mail,
tained and that thie project is propely implemented. 'I'h- princpal 
records to be maitin-d by the PICm consist of CARE-demign,.d 
Form HA for recording anti control of withdrawalis of wheat from J-SDx 
and Form 811 to rcord payments to worl'ers. Other pertinent records 
for each project are the MORR IV Miti,.r Holt and Altendance of 
Employn.s that worked on the project and mea so rement books. 
The records are to be kept with the PIC Chairlihn and are to be 
produced when an aiuthorized officer w she,,i to in.l.vt t them. 

At evory ongoing project there must be a notice board ( ontaining the 
following information: the proje.ct name,, quantity oif wheat allotted, 
names of the PIC Members and its Chairinr.. total target f the volume 
of work, rate of payment of wheat and benefitis to be derived front the 
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project when completed. If a project is found lacking in any of these 
requirements the project is to immediately lose its grant and no wheat 
is to be programmed for that project. If any misuse or misappropria
tion is detected in any project, the government is to take drastic action 
to curb such abuses. This decision was the result of three USAID 
financed evaluation studies of the previous FFW programs and the 
monitoring reports of CARE concerning deficiencies in project imple
mentation, availability of principal records, and adherence to other 
BDG directives. 

Under the terms of the CARE/BDG agreement, CARE brings to the 
attention of the MORR all project related deficiencies and recommends 
remedial action as necessary. Under the new FY 81 operating guide
lines, the MORR was to attempt to correct irregularities within a 
reasonable period of time. 

For the FY 1980 program, CARE made 1,636 field visits on 913 
projects. As of April 13, 1981 CARE had completed 1,438 field visits 
on 903 projects out of a total of 1,027 projects approved for the FY 1981 
program. CARE prepares individual monitoring reports on each project 
outlining significant violations of operating procedures and management 
problems inhibiting progress. CARE also prepares a summary report 
consolidating findings on the interim monitoring reports on a program 
basis. The reports are prepared on a biweekly basis and forwarded to 
the MORR with a copy to USAID. 

CARE officials feel that dute to constraints placed upon them under 
their agreement with the BDG, their rule is viewed by BDG counterparts 
as essentially a reporting function with the VolAg being given little 
authority to takU or require corrective action involving deficiencies in 
wheat distributions, maintenance of tecords, adherence to project 
designs, etc. In the past, CARE did attempt without success, to 
initiate corrective action through their monitoring reports and 
meetings held with the, MORRIi. For example, CARE advised that an 
attempt was made to aljutit reimlburtiument downward on projects 
where there was serious non-adherence to certain design requirements. 
lowever, the MOR U rejected this approach telling CARE it was only 
a voluntary monitoring agency with no authority to make unilateral 
decisions. 

More! recently on the FY 1981 program, CARE has recommended no 
reimbursemient on 59 projects where in CARE's judgement, there 
were gross violations uf procedures. These irregularities included 
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underpayments to workers ranging from 17 percent to 51 percent 
on nineteen of the projects in addition to other serious violations 
of procedures on many of the projects. Other irregularities included 
submission of project forms (used by CARE to calculate reimburse
ments) well after the established cut off date, refusal of certain BDG 
project officials to cooperate in performing post-surveys or to sign 
post-survey forms, and excessive falsification of project records on 
earthwork done and labor payments. However, there was no 
evidence that the MORR or USAID supported CARE's recommenda
tions. The MORR requested full reimbursement on all but a few 
projects as a token penalty. USAID officials thought it would be un
fair to dock the BDG for the full amount of wheat in all instances. 
CARE feels that, considering that violations were reported on almost 
all the 1, 027 projects, this penalty for gross violations on only 59 
projects is by itself, a token remedial action. 

Overall, we found that the project interim monitoring reports were 
not being used by CARE, USAID/B or the BDG to determine under
payments to the laborers, to withhold reimbursement to the BDG 
for underpayments, or to take corrective action against the local 
project committee representatives. We can best describe the current 
attitude oi* CARE's field personnel with regard to the use of interim 
monitoring reports with a quote from a FY 1980 year-end report: 
"It is now felt that the monitoring reports are regarded with such non
chalance by government and project officials that they might just as 
well not be made. In nearly all cases underpayment, non-adherence 
to design, etc. , are reported in the Form-10's and in subsequent 
visits it is found that nothing has changed. " 

CAHE spends it lot of time preparing these reports as well as summary 
repoirts for forwarding to the BDG with a copy to USAID. This 
exorcise repre'sents a major vffort that is not being fully utilized. For 
example, as of April 13, 1981, 3,074 interim field visit reports had 
been prteparcd dnc submitted mk thc F'Y 1980 and FY 1981 programs 
but, up to th stait of our audit, there had been very limited use of 
the monitoring rteports. 

We were infoirmed by USAID/B officials that during FY 1981, CARE, 
USAID and thc MORR have been holding monthly meetings to discuss 
project problinti sut.h as underpayments to the laborers. As a 
result of these niclings , the USAID receivd copies of 31 MORR 
wirvltii rmessagiet sent during February through April 1981 to various 
SDOs throughout langladesh. 'T'he SDOs were informed of CARE's 
monitoring reportt citing untlerpayments being made to laborers by 
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project committee representatives. Each SDO was requested to 
investigate the CARE charges and submit a report of their findings 
to the MORR. However, copies of SDO replies to the MORR request 
have not yet been received by the USAID. CARE has not yet had time 
to assess the results of the MORR's actions to improve management 
of the program. 

Our review of the AID/CARE Grant Agreement No. AID/ASIA-G-1171. 
disclosed that there is no clear description of CARE's authority 
regarding the withholding of reimbursements to the BDG due to viola
tions reported in their monitoring reports. Under Attachment "A", 
Part C, of the Agreement, CARE is responsible for assisting the 
BDG in monitoring construction and implementation of the projects to 
ensure proper construction and proper distribution of the wheat. 
In addition, Part D states that CARE is responsible for providing 
management for the program including application of corrective 
mneasures when prescribed. We believe the meaning of "application 

of corrective measures when prescribed" needs further clarification 
as to CARE's responsibility and authority. 

We also found that ]3DG/CARE Operating Procedures Agreement of 
August 19, 1980, and the related action plan for the FFW program, 
does not contain a clear cut description of CARE's authority to initiate 
remedial action. Part IV of the B3DG/CARE agreement states that 
"in pursuance of the purposes of this agreement both the Ministry 
ar I CARE agree that neither will take any unilateral decision without 
the concurrence of the other party in matters of (a) cancellation of 
an approved FFRW project, (b) increase or decrease of wheat 
allocation of an approved project. "' Part V states that .... "the 
Ministry and CARE agree that in matters not specifically included 
in or covered by the contents of this Agree miit both will consult 
with each other before taking any deci sions. " The action plan signed 
after the start of the FY 1981 program describes CARE's responsi
bilities essentially as assisting in the design and technical review of 
proposals, conducting training workshops, conducting pre and post
surveys and monitoring and reporting on project implementation. 
The plan calls for CARE to monito , projects "i ,'nstire proper 
construction and (list ribution of wheat" but there is no indication of 
how enforco.mi.nt would be carried out. Neither tht ISDG/CARE 
Agrtemetiit nor the action plan has it current requirement for adjusting 
reirnbortilnletiti lor underpayieittu to laborers. There are a few 
cases of CAREh withdrawal of support to a few projects but these 
were the result of adhoc decisionts of field representativs rather than 
a formali,,ed procedural authority. 
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CARE's latest monitoring report on 293 projects visited reflects conti
nued serious violations of procedures as underpayments to laborers, 
improper signboards with wage rates not posted, project records and 
papers not up to date or available for inspection, design specifications 
not maintained and land disputes that hold up progress. 

In its summary report to the MORR for the FY 1980 program, CARE ex
pressed a disheartened attitude by pointing out that the program is in the 
last year of a 5-year program and yet many of the most serious and common 
problems are carryovers from previous years. So far CARE has been un
able to initiate penalties for serious violations of approved procedures. 

In essence, it appears that CARE has responsibility for reporting viola
tions, but no defined authority to initiate corrective actions. It is also 
apparent that USAID/B has not adequately addressed these problems in the 
past. It is clear there are no guidelines or procedures for handling 
instances of gross non-compliance with FFW regulations. A system of 
penalties, (through adjusting reimbursements or withdrawal of support) 
for major procedural violations is necessary if the discipline required to 
properly implement the program is to be achieved. 

On September 28, 1981 CARE submitted to the MORR a suggested pro
cedure for penalizing the 13DG for non-compliance with important FFW 
regulations such as underpaying laborers, cash payments to workers, and 
issuances of inedible wheat. This action as well as CARE's no-reimburse
ment action on the 59 FY 1981 projects indicates to us that both CARE and 
USAID could have done more much earlier in the program to curtail major 
abuses of FFW regulations. However, we recognize the restrictions and 
limited guidelines tinder which CARE has been operating and the lack of 
aggressive follow-up action by USAID/B in the past to require doption of 
procedures for handling significant violations of FFW regulations. 

For example, throughout our audit USAID/B officials have not been 
convinced that there were significant underpayments to workers or that 
the word of the workers was reliable. Accordingly, little interest was 
shown in CARE's monitoring reports. USAID was operating on the premise
that no progran of this typt, is perfect and that it is important to maintain 
the relief program at a high level. We believe this situation must change
and that, if this program is to continue, CARE arid USAID officials must 
develop a coortinate.d ionitoring program. 

R[ecommnendation No. 8 

The Director, USAID/B should as a condition to continuing 
the programi, (a) require revision of the BDG/CARE Agree
ment and related Action Plani to clearly define CARE's 
procedural responsibility for reporting s,.rious operational 
deficencit-N and th, r authority to withdraw stipport to 
projet ts whenrv ti. c'i oua violations of proct.duretis occur or 
where corrective actionts are, not talken within a specified 
time piriod, and (1) revise the AID/CARl, Agreement 
(No. AID/ASIA-(;- 1171) to conform with changvs made in 
the revised IBDG/CARE Agreement and Action Plan. 
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Recommendation No. 9 

The Director, USAID/B should establish written 
procedures that will cause CARE's monitoring reports 
to be effectively utilized in support of CARE in 
carrying out their broad monitoring and evaluation 
responsibilities of the FFW program. 

Reporting on Program Losses 

CARE's monitoring reports are not as effective as they should be 
becau.i underpayment data being reported has not been abstracted 
from general program data to point out the magnitude of the problem 
for corrective action by the BDG or USAID. In addition, CARE's 
monitoring reports do not provide sufficient data to facilitate 
determining the extent of underpayments to laborers. 

Currently, CAR E's reports state that workers are underpaid but not 
the amount of underpayments. Other useful data might be the daily 
rate for each manday of earthwork moved or other data used to 
determine underpayments. This additional information would be a 
valuable monitoring tool for calculating underpayments and for 
determining the magnitude of losses due to underpayments for the 
entire program. 

Prior to our audit, and in order to address the inherent problems 
with the program, CARE instituted a FFW evaluation study covering 
four different areas effecting labor payments. This included time 
and motion studies, interviewing professional earth movers to 
determine labor rates for earthwork, comparison of borrow pits and 
alignment volunies, and obst-rvation of wheat distributions made to 
laborers. CARE will also (a) study the results of the Institute of 
Nutritiom and Food Sciences (INFS) AID-financed evaluation of project 
distributi on of whteat and payments to laborers; and (h) review and 
observe. 30 WF.J projects for work performance and wheat distribution 
methods. In CAREI's opinion, these studies will hel ) establish 
reasonable rates for a 'given anount of varthwork moved per manday 
and thus favilitati- calculating wagest due and tderpayments to 
laborert on it inort scientific basis. In addition, 17 experimental 
projects with new vonso lidated rates substitt.ted for botl basic and 
allied I'Wt or payn.nts were autl orized and imlpleincntted during 
FY 1981 by th BDJG and CARE. The rt.Hults from lith use of consoli
dated rattes will alho help -iimplify the present complex system for 
prograrniaing and calculating wheat payments to laborers. 
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Recommendation No. 10 

The Director, USAID/B should, within the context of 
the tri-partite legal agreements and consultation with 
the BDG, amend the AID/CARE Grant Agreement to, 
(a) require CARE's interim monitoring reports to 
include (1) the wage rate for each person day of earth
work moved on the project, (2) the volume of earthwork 
constituting a person day, (3) the wheat wages actually 
paid to the laborers and (4) the amount of underpay
ments to laborers stated in both basic and allied factors 
as applicable, and (b) require CARE to periodically 
summarize the results of their monitoring activity and 
report on the magnitude of underpayments to workers. 

CARE Reimbursement Procedures 

The CARE FFW program is conducted on a wheat reimbursable basis. 
No attempt is made to utilize the same wheat imported by CARE on 
the AID/CARE FFW projects, but AID supplied wheat already in the 
syste4-n may )edistributed on those projects. BDG wheat, or any 
other donor's wheat in the system, is used to pay laborers. At the 
end of each year's program, CARE determines the amount of work 
accomplishtd on each project through post-surveys. They then 
determine quantities of whvat that should have been paid to laborers 
and reimburse the B3DG on that basis except when project records 
(Form 813) show less paymcnt, of wheat to workers. In these cases 
CARE usually reimburses at the lesser recorded amount of payments. 

For F' 1980, CARE post-surveyed 536 of 880 projects on which some 
work had been done. As a result CARE reimbursed the I3DG for 
72, 364 MTs of whe.at or 87. 9 percent of the wheat payments reflected 
on the IDG records. In addition, CARE reimbursed without post
surveys on the balance of 344 projetts. CARE officials informed us 
that post- surve ys Onl these projects were difficult to pe rfobrn due to 
time con strai ts and th.h linited access ibility of some, projects. 
Tle 3.44 projects were reimbursed at thut same 87. 9 percttnt rate on 
the theory that the rate of ,rror in the BDG's records would be 
shnilar to thiat found on potit- surveyed projects. In total for FY 1980, 
CARE rv ii uiertd thii BDG 91, 290 M'rs of wheat valued at $19. 5 
million and refuse.,d re-inburstment oin 12, 800 MTb of recordtd pay
ments v.lucd at $2. 7 million. For FY 1981 CARE rei-mbursed 
88, 064 M'I':j vtlued at $18. 7 million and refused reiibursement on 
26, 097 M'I valued at $5. 5 million. As of September 30, 1981 
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(the end of the FY 1981 program) total savings accrued as a result 
of CARE's post-survey activities are expected to approximate 
$13. 1 million from inception of the program, see Exhibit A. 

At the close of each year's program, wheat reimbursements are 
charged against total imports. This results in either a credit 
balance to apply to the next year program or a balance owed to the 
BDG to be deducted from future shipments. 

Exhibit A shows (a) estimated quantities and cost of AID wheat 
Imported, distributd through payments to workers for earthwork 
moved, and reimbursd to the 1DG based on CARE's post-survey 
verification of work completed from FY 1976 through FY 1981, and 
(b) estimated quantities and cost of wheat programmed for continuation 
of the program through FY 1985. 
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EXHIIT A 

USAID/BANGLADESH 
FOOD FOR WORK PROGRAM 

SCHEDULE OF ESTIMATES OF METI !C TONS AND COST OF WHEAT RECEIVED. UTILIZED 
AND REIMBURSED TO THE BDG FROM INCEPT:ON TO SEPTEMBER 30. 1981. AND 

PROJECTED THROUGH FY 1085 

Cost of Total Cost Total Cost 
Wh,at Total Number Wheat Paid Wheat Reim- of Wheat of Wheat 

Number Wheat Plus Cost of of as Wages by bureed to BDG Payments Payments 
of Shipped Freight Wheat Projects BDG per Pro- by CARE Based Rein- Not 

Program Ship- Period Per B/Ls Per Shipped Accepted ject Records on Post-Work burs-Ld Reimbursed 
Year ment Shipped M.T. M. T. (000) b- CARE (MTs) Surveys tMTs) (000) 0_01) 

FY 1976177 4 April/August 1977 99.9731/ $156.49 $ 15.645 1.712 128.27 126.354 $19.773 $ Z93 
FY 1978 4 May/June 1978 66,369 188.09 1Z,483 1,020 96.347 85.991 16.174 1.943 
FY 1979 4 October/December 1978 

5 July 1979 192,763 189.67 36.5i1 1. 158 108.605 94,884 17.997 2.60Z 
Sub-totals through FY 1979 359, 105 307,229 

FY 1980 2 June/September 1980 59.808 214.08 12,804 913 104. 1Z3 91,290 19.543 2. 748 
Sub-totals through FY 1980 418,913 398,519 

FY 1981 	 4 October/November 1980 59,572 212.63 12. 667 1.027 114.161 88.064 18.725 5.549 
1 June 1981 54.000 229.04 1Z,368 

Estimated totals as of September 30, 1981 53Z,485 2/ $192.55 $102.529 5.830 551.463 486.583 $9Z. 21z $13.140 

Additional Estimated MTs programmed for import /for FYs 1982 thru 1985 	 434,000--1 $Z54.00-1/$110,236 5/ 5/ -5/ -/ 5/ 

Total Estimated MTs of Wheat and Dollar Cost 
from Inception of the Program 
Projected Through the FT 1985 Program Year 966,485 $212,764 

1/ Wheat shipped in FY 1977. Program began in 1976 using 42,812 MTs of BDG wheat.
 
2/ Based on B/L quantities. Does not include adjustments for overages. shortages or damaged wheat on which claims were filed.
 
3/ Additional MTs programmed for import FYs 1982 thru 1985 at 120, 000 MTs per year adjusted for balance on hand of about 46 000 MT* to apply to the
 

FY 1982 program. With arrival of 54,000 MTs in June 1981 CARE/AID had an excess of about 134, 000 MTs to apply against the current FY9,I 
program. Since reimbursements on the FY 1981 program were 88. 064 MTs, about 46. 000 MTs will be available for stribution in the FT 19OZ 
work year starting in January 1982. 

4/ Cost includes estimated $30 average cost increase per MT over next four to five years. 
K/ Unknown at time of review. 
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EXHIBIT B 

Page 1 of 3 

LIST OF RECOMMENDATIONS 

Page No. 

Recommendation No. I 

The Director, USAID/B should require the BDG to substantially 
improve their management control over the program by im
proving their procedures to: (a) assure an adequate supply of 
wheat is available at the LSD's, (b) assure DOs are issued 
promptly and that wheat deliveries are made to projects in a 
timely manner, and (c) provide better coordination to reduce 
overlap and labor conflicts between the PCD Program and the 
FFW program. 10 

Recommendation No. 2 

The Director, Office of Food For Peace, (FVA/FFP) should 
reduce the authorized wheat programming level for FFW 
projects in Bangladesh from 120, 000 MTs annually to 100, 000 
MTs or less until procedural changes recommended in this 
report have been implemented and until such time as actual 
program implementation experience warrants increased 
commitment levels. 10 

Recommendation No. 3 

The Director, USAID/13 should: (a) restructure project goals to 
place primary emphasis on selecting and implementing soundly 
designed projects that have a potential for increasing food 
production and alleviating the need for such assistance, (b) in 
coordination with CARE, develop criteria for judging and 
selecting projects that will best accomplish the revised goals, 
and (c) assist the BDG in revising their project selection 
procedures so that priority is given to fewer projects that beat 
accomplish the revised goals. 15 

Recommendation No. 4 

The Director, USAID/B, as a condition to continuing the FFW 
program, uhoul(h ruquire the BDG and CARE to develop adequate 
local cost funding procedures that will guarantee the provision of 
local funds for logistical support costs of the program on an 
advance basis and thus eliminate the apparent necessity to sell 
U.S.G. provided commodities to defray such costs. 18 

- 55 



EXHIBIT B 
Page 2 of 3 

LIST OF RECOMMENDATIONS 

Page No. 

Recommendation No. 5 

The Director, USAID/B should, require the BDG/CARE Agree
ment and related Action Plan to be amended to require CARE to
 
withdraw food support from any projects where commodities are
 
sold and wages are paid in cash. 

Recommendation No. 6 

The Director, USAID/B should, in compliance with the require
ments of HB 9, AID Reg. II Section 211.9 and the terms of the 
BDG/CARE General Agreement of 1974, (a) require CARE to file 
either individual claims against the BDG on all FY 1981 projects 
determined to be underpaying laborers, or based on CARE's 
average underpayment rate, file one claim ior 8,956 MTs to cover 
underpayments on the total FY 1981 FFW program, (b) require 
CARE to file a refund claim against the BDG for 10, 290 MTs of 
wheat for unpaid "allied factors" on the FY 1980 FFW program or 
alternatively require CARE to analyze the underpayment data 
reported in their FY 1980 monitoring reports and establish an 
average underpayment rate for all projects and then file one refund 
claim on the total FY 1980 FFW program, (c) require CARE to 
file claims aigainst the BDG for 1, 210 MTs of wheat and 1, 569 
MTs of wheat reimbursed to the BDG for the FY 1980 and FY 1981 
FFW irojects where the wheat was sold and the laborers paid in 
cash, arid (d) under the provisions of Reg. 11 Section 211.9, file 
claims against CARE in similar amounts in the event CARE fails 
to comply with parts (a), (b) or (c) above within a reasonable 
period of time. 33 

Recoinrn.ndat ion No. 7 

The Director, USAID/li should, as a condition to calling forward 
additional wheat f,,r the FY 1982 or future year programs, require 
the critical proposed changes and the substance of the other pro
posed chang.s be approved in a revision to the Action Plan in a 
form acceptable to CARE and the USAID/13. 
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EXHIBIT B 

Page 3 of 3. 

LIST OF RECOMMENDATIONS 

Page No. 

Recommendation No, 8 

The Director, USAID/B should as a condition to continuing the 
program, (a) require revision of the BDG/CARE Agreement and 
related Action Plan to clearly define CARE's procedural responsi
bility for reporting serious operational deficiencies and their 
authority to withdraw support to projectn where serious violations 
of procedures occur or where corrective actions are not taken 
within a specified time period, and (b) revise the AID/CARE 
Agreement (No. AID/ASIA-G-1171) to conform with changes made 
in the revised BDG/CARE Agreement and Action Plan. 50 

Recommendation No. 2 

The Director, USAID/13 should establish written procedures that 
will cause CARE's monitoring reports to be effectively utilized in 
support of CARE in carrying out their broad monitoring and 
evaluation responsibilities of the FFW program. 51 

Recommendation No. 10 

The Director, USAID/B should, within the context of the tri-partite 
legal agreements and consultation with the BDG, amend the AID/ 
CARE Grant Agreement to, (a) require CARE's interim monitoring 
reports to include (1) the wage rate for each person day of earthwork 
moved on the project, (2) the volume of earthwork constituting a 
person (lay, (3) the wheat wages actually paid to the laborers and 
(4) the amount of underpayments to laborers stated in both basic and 
allied factors as applicable, and (b) require CARE to periodically 
summarize the results of their monitoring activity and report on 
the magnitude of underpayments to workers. 52 
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USAID/ Banalade sh 

Director 5 
AID/W 

Deputy Administrator (DA/AID) 

Bureau For Asia 

Assistant Administrator (AA/ASIA) 
Office of Bangladesh and India Affairs (ASIA/BI) 
Audit Liaison Officer 

2 
1 
1 

Bureau For Food For Peace and Voluntary Assistance 
Assistant Administrator (AA/FVA) 
Office of Food For Peace (FVA/FFP) 
Audit Liaison Officer 

2 
3 
I 

Bureau For Technology and Science 
Office of Development Information and Utilization (T&S/DIU) 4 

Bureau For Managemnt and Budget 

Office of Evaluation (MBB/E) 
Office of Financial Management (MBB/FM/ASD) 

1 
1 

Bureau For External Relations 

Office of Legislative Affairs Office (EXRL/LEG) 
IDeA Legislative and Pu)lic Affairs Office 

I 
1 

Office of the Gene ral Counsel 1 
Office of the Inspector General: 

Inspector General (IG) 
Assistant Inspector General for Investigations and Inspections 

(AlG/Il) 
Communications and Records Office (IG/EMS/C&R) 
Policy, Plat&i and Programs (IG/PPP) 

1 

1 
12 

I 
Regional Inspector General for Audit: 

RIG/A/W 
RIG/A/Nairobi 
RIG/A/MaiiIa 
RIG/A/Cairo 
RIG/A/ Panama 

1 
I 
1 
1 
1 

OTItER 

Regional Inspector General for Investigations and Inspections 
(RIG/Il/Karachi) 

New Delhi Residency 
I 
I 
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