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We reviewed the PL 480 Title I Program in Somalia. The primary
 
purpose of this review was to assess the extent that the Food For
 
Peace program was contributing to AID's overall development program
 
in Somalia. Other purposes were to review the program planning
 
process, the Government of the Somali Democratic Republic's (GSDR)
 
reporting and accountability, and the effectiveness and efficiency
 
of program monitoring.
 

To afford USAID/Somalia the opportunity to take early corrective
 
measures in areas where we believed management attention was
 
required, we advisea the USAID at the exit conference of our
 
findings and proposed recommendations for corrective action. Our
 
findings pertained to:
 

The need for a formalized policy regarding the programming
 
and monitoring of local currency generations.
 

- The need for the GSDR to deposit in the special account 
about Somalia shillings 95.4 million (US$ 15 million) 
generatred when Title I commodities were sold. 

- The need tor additional follow-up measures with the GSDR's 

reporting.
 

- The need for improved project monitoring
 

- The GSDR's overburdened absorptive capacity.
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Lack of Implementation of Revised AID Policy on Country-owned Local
 
Currency Generated by PL 480 Title I Sales 

In June 1976, AID issued AIDTO Circular A-333, subject "Revision of
 
AID's Policy Regaroing Participation in the Programming of Local
 
Currency Proceeos ot PI, 480 Title I Financed Commodities". This
 
circular stated that the Agency's 
new policy position regarding

local currency generations would be an increased involvement.
 

In accoruance with the change in policy emphasis, each mission which
 
expecteu to generatu P1, 40 Title 
I local currency was requested to
 
analyze its situation to uetermine whether a more active role in
 
counterpart programming woulc be usetul. Tlhe mission analysis was
 
to be submitted to AIb/Nasihington by September 1, 1976, and be 
incorporateu in the next Development Assistance Plan revision. 
 Upon

receipt o the mission analysis, the regional bureau was to issue a
 
revision to bevulopment Assistance Planning guidelines, and also to 
set regional policy on counterpart programming for the country 
concereL..
 

USAID/bomalia hau not replieu to A1IUIt Circular A-333. Senior USAID 
otticialL; tolU us Lniat unti] recently they were unaware of this
circular, let alone any ot its requiruwents. They went on to say
that US.A-Ib/Sorii's Policy is ana has been one ot increased
 
involvejerit. Al.t1,oujh tie UbAiD hau not provi(,e, the required
anaJy.;iys to AIb/ ,a!hingLon, neither hao tile Regional burecu followed 
up to obtain it or turnish tiie UbAID with policy guidjance. 

Prior to our arrivai, USA] /Somalia hao coMp]..ted the required
in-country analy.i;. Although the policy that the Bureau would have
establisheu may i,ut have been aitferent from the strategy the USAID 
has a(opteo in programming local currency proceeus, we believe that
the po1licy ,;,houlni iL2 1ba';cu on a more formal analysis anu approval by
the Africa Lureau, 

Conclusion a*ii1 %ecoijmendation 

We concJluue t iL the USAIb has addresseu the thrust of Circular
A-333. ne remainixnq action is [or tile Regional bureau to provide
policy uiac onc ULlUn/Scotalia's analysis has been reviewed. We 
are recommenuinlg Lt-i , he uone. 

hecolmei~idat ion No. 3. 

'1t: hg jonal bureau tor Atrica (AA/APH)
formaliy provic UAID/Somalia with the 
requir.uc4 Policy guiuance after reviewing 
the in-country analysis. 
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The GSPR Neeas To Deposit The Equivalent of Over US$ 15 Million
 
In Local Currency Into the Special Account.
 

At the time of our review over US$ 15 million in local currency

[aoout Somalia Shillings (So.Sh.) 95.4 million] neeaed to be
 
deposited into the special account. 
 These funds were generated from
 
the sale ot PL 480 Title I commouities provided under the 1.981 sales
 
agteement. None el the proceeos from that agreement have been
 
deposited.
 

USAID ofticials adviseu us that the GSDR sells the commodities to 
twu parastatal organizations who in turn sell to various government
agencies. The problem is that these various government agencies 
lack tnu lunus to pay tor the comiouities. 'Thus, the parastatal

organizations are not pai, anu the local 
currency generations are
 
not available for ueposit.
 

It is our view that the local currency is generatea when the 
commuociities are transferreo/solu to the two parastatals, Credit 
sales and subsequent collection problems are internal matters of the
GbuR anu shouia not atLect the sales agreement. 

The USAID is fully aware of this problem. Its tiles are replete

with memoranua and recoras of meetings with GSDl< officials
 
attempting to resolve the matter. The latest information is that
 
ali local currency generations will be made I)y October 1982.
 

In responaing to our dralt auuit report USAI/Sorialia said(: 

"... (The uralt report) suggests that all the Title I commodities 
are solo by the parastatal to Government agencies which default 
on paym(nL. 11jis is not the coi.p].ete pictLure, Title I and 
coMilwerc ial corrmodities are 3oi(A botii to Govi,rnment agencies and 
to the reLa il .;c-Ctor. liowevcr, ;.)icau"F, 0' LIX inriebtedness of 
the Goverrimnent agLHJccies to the [astata Is the arrears have 
uuil.t ti,. IL snoulu be noteu that the ti'h has generated and
Ueposite(i at least $36 milliot) in locol (cuzrencyequivalent from 
1978, 1979, anu 19b agreeji~ets. 

We concur. l s J(jrlements tor 197(1, 1979, anuo .90 totalce about 
Ub$ 35.4 milJ ion or the eguivaleAnt el about ,o.Sh. 258,9 million. 
Thuse Locul curieicy 9one rati ois, .;juuwn . ii (01coig , izlve been 
aepoS Le . 'T',u J.GcL . currency remdin inq 1I.) bu- WJ)osited are the 
generatiori:; I run 1 981 d .lr ,,iII ',iii ufllOL tot ;a3.1 Lt( rct. , trlt b)out
U-$15 riil]l O ti ,[ it()LX iLat( ]y '.P; 1i i1] J ion. AoliiIa I aIi, UbA I L 
subs Lctu LntLy ii(Ivi , (-( us tI-aL b . 1 ii. 1. 0 I W (.. i VUn t t ) V.h 
Mir u try ol. ii nrJii(.. ( o i L sL t I :).I]i e agfr:ement 

Our oral:t report containing a proposeu roccommen(Iation tht the 1982 
Title I sale.; agrv e:Et not (o forwaro7 u ttli ;ill local ,currency
generations Ir o previouts sa Les ag1r;ie:lr ts Iacu erl (41J )ot*ited(. 
USA ID/Soiai 1a comm, nted: 
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... 'ilhe U.6. Government signed PL 480 Title I sales agreement 
with the GSDR on June 17, 1982 prior to receipt of the draft.
 
auuit. The iission intends to hold the GSDR to its pledge to 
uepobit arrears by Uctouer 1982. We concur in the suggestion 
that the sitming ot future agreements be conditional on the 
uu.,it ot previous year's yenerations." 

In v1uw uf USAID/Somalia's SLErij stance in this matter as evidcinced 
by uiuir written response to our draft audit report, we have
 
witiidrawn tie recommenulation. 
Ujbib/,uh .Needs Eow11ow- the keyaroing Rjortijrn.. TO wi th (;S 

f CcAL 1i. tj,,,i lnt-

Annual Pi., 480 Title I selL-help reports are due in AID/Washington 
not lutUr than close of business December 15. keceipt of the annual 
report not later than DecembLur 15 is essuntiai to prepare andriceet 
the utuu.inC [or thle Piesiderit'i annual Jooo ,or Peace report t., 

accorciance 6ection '1neCons Lu: ill witst 408 oP ill, 4180. n oreiort -. ,.L relate Jntormation on tLhe acni 'vtmenet ot spec:iI c !.' f,-h lp 
r ovisiorns conLainei in curre nt year a(Ireerwert s . 'ilb is iniormation 
' 4L.L) ViLul tO Lli -iission in its eva juatlon of the hoft Col)!L'y s 

per.1oriioce in carry in out suir-ielp rovisiors of. PL 480 
agrecmCl'-s. 

The oso ,.,ha!; only submitteo one sre-ic ip ripr tn tour years -- it 
laCwied coltellt allo S<pecificiLy. ihe report stioul.( telat,! 
inLui,, t ion on tne achiievumiiei,L cf specitic sell -he.Lp provision,-
Co td litLu Ill thte current yeuL agjteeent . 'b is infornat ion is also 
vitaii to tlie USA[I inl itrs ev' uV,1Ut ioi ot. the hbust country's 
per i.orl iarice ii cl rry iCq out sell.-nel provi o;: I o ,,PI.l. 4810 'liitle I
balus aitjreement2. 'wile neeU Lot a HICiLuiilliul evaiuation o a 
recpicmt comnitri's ueii-he-10 pertormance i.s maoe explicit in the PL 
480 AL;t. Section L09 (a) makut; clear triat: 

"biutore enturitiq into agjreements withi oUevelopinq countries [or
salv ul Uniteco StaItes ayricuituUti. coLw1ulties on whlatever 
teriis, tiLelUrusent shal l consicr the e-xten t to which tile 
recipient counitry is urluL ta in(j wt cr:vIr pr i(Ct. cubicle itlp 
measure- LO increase per capita pronuct ion a n i im}prove the means 
tor storap, .jiu i:atril)ullion ol a.jrlCUtIl..lJlii, (lom U 3 tie,." 

All TiLic I so le; aj reenments contain tile 1 llowi.ncj proviy on,: 

"'lh'1 -juvernri,mit, of. tile iiiiortinj Countty s;l, I Jurnis;h in 
accr( arice wl.t i itLs I iscal yejr hucU(e(t r:e)O.irtiq proce(dure, at 
SUCi. Lin'(-;' ias] iy I)#- reqiwest,.u by t ,, (Ov(,riiren el tlie 
e(jxp rtring (out ry but 1101 ()t tell t.han 1 y , reporL o1orm 
thte r ceilpt 4111 , pXci i it lire of. t.112 .'i o:,'e(.',, cc rt iI ied )y the; 
appropr i,4te i .L author ity of tnii, joverrin(.t of the import:ing 
countty, ano in ciise 08 h,U1C12 toro exp cio iLtti tiil' j t !w(: ill w ich 
ticy were u." 
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After tour years of a Title I program, the GSDR had just provided a
 
so called certified financial report, Even so it was only for the
 
period 1978 through 1980, and the report was incomplete. While the
 
report was signed by the Acting Director General of the GSDR's
 
Ministry ot Finance, no where on the document was any reference made
 
to a "certil.ied Statement." 

USAID/bomalia personnel must, as a matter ot course, follow-up
 
personally and repeateouly with GSDI< officials to obtain any
 
response. USAID/6onialia otlicials told us that it is not because
 
the GSJlx is unwilling to comply with the agreement, but rather
 
because tile GSDIR lacks the personnel qualitieu to properly complete
 
the reports.
 

Couclusion anu Recommendation 

USAIb/',oialia's files are filled with letters to the GSDR requesting
the requiLed reports. There was, however, no indication these 
problems woulca ue resolveu in the near term. 

With the view toward improving the contcnt of the self-help and
 
financial reports cue in late 1982, we are advancing the following
 
recommenati±on:
 

Recommendation No. 2 

USAlI)/Somalia auvise the GSD, that un.uss tiAc GSDR can 
demonrlstrate that. the reports req, ire,: by Li,- 1981 
','itle I Saleu Aqreement c;*ii oe suhmitt.u-; Liue.y and 
contain all the required information aiiu ce!rtification 
(by resuubiittiny complete anuA properly cortii ed 
repor t. for at lta,4 L JL9- ,. ] .ve t), AID 
will. riot he ini a posit i,)i to ,aprov. ai itional 
Title 1 proirali:;. 

The USAID !;aid in their re.;ponse to our (;ratt report: 

"...'tIe i*iFsio,, will follow UP witil toe i,,i",istry of Finance for 
a culhpet ion o1 the ou t-tan(Ainq se 11--help report w ic, will 
in prL 'Ct~e tt ., vitiviei .-. J.-b.1. 'I', report. will ,e 

.. .c:(tpo n tto n pm,,!ii or to tA , L , C.1eiwr Ir., 
a e i J r,c . ,AI. rt-j;'tAct t tti cot tucy I-cti',, .efort the 

Firn rce ov r .i. ' bi e t.(,r Li 0 (JriotL rt' iI, ,,,l i(ication
that tLvu re(peil , .it , triie liui. (ol, .I(.t_ intorL : io,,tIn to the 
,L'Lt (,1 t ., U1 1 r O(wl :%, c I, .1 1.(;tvi'.; (11 J. .2 , J iU1i 1 

Project~*,U~j i f~l('LL1) (' -UJ 

in the zr(!a (,!I i r.'t ,ro(,jectt mulli tur int, w:e l,..ie-' the tAIt 
COLi) (, U0 KE' !u01i ,, , i,(, 1 t. 1(9l,i 1 ',1 ,:p|.; . 'I'll J!,A 11 r:t'( ' a 
nolitoriiq !r(111111u1 to , n;ure tho t the (,I 1 Jt; Li.1Kj o' t he 11W-help 
measu ret aIun other oeve p I ct ,;i.nlo 'Jiit].

I moin I saeIi ;proceeew-1J1oriea teo Ti Llo es- crec 
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Senior UShIU officials statee that when a self-help project is
 
tieu-in with one of the USAIL's regular hrojects, it receives
 
aaequatu overview. Too, project technicians as a matter of routine,

inspect G6D<'s i,?'lenlenteu projects in their respective yeographical 
areas. Ve believL, that a ore icrlial !lonitoz iny program should be 
initiated. There are many projects finance(; Lrom local currency 
procpeus, alm unless a proceoure is establis:,ed to record the
 
progress mace towara project goals, anu uses maue o the local
 
currency, the requirements ot Section 106 of Public Law 480 cannot
 
be aaoressed.
 

Section 106(b)(1) reads in part:
 

"ikgreenents nereunder for the sale ot agricuLtural commodities
 
for dollars on creait terms shall incluae provisions to assure
 
that the proceeds from the sale of the commouities in the
 
recipient country are used for such economic purpose as are
 
agreed upon in the sales acireement..
 

Conclusion dno Recommendation 

In our view the he.t way to assure compliance would be systematic 
on-site inspections with an appropriate progress report placec in
 
the Mission's official tiles. Pending definitive action we are
 
advancing the following recommenuation.
 

Recommendation No. 3 

USi ID/SomaJ.aia develoj) a procedure to provide on-site 
in.;pections ol a repre!;tntative sample ot. r;elf-help 
projects Linanceu irom Title ! local currency 
proacees. such a p uc&duru ,hou t req '. irL thaL 
proect proyrus- reports be rJacec in the USAID's 
olticial liles. 

USAIlL/romalia aqreciu with us in this matter, In their te!;ponse to 
the draft report they !aiu: 

Vw 
uevelop inq pru..:,u res for on-;ite monitor i'(. We intend to 
forwaru a tcopy of' our procedure to f(IG/A Nairobi i-ter thorough 
consul t.(,it Iol wi Lh GSbI( ol I f ci a1; ou t not lr.ter thall Augu-st 31, 
19 8A2. 

"... concur itir this recordmenation anui are in the process of 

Tire (.', _ Pr(!e;(-nt Absor1.t.ive Capaci kl.ay . la uty i<W, 


Wu (Iit i Lni wIi Lth-er tie (;I i), .; (or w Iiiv' Jrin hv lt', I1uture) 
t
tIie re Jui r e, (iI)m.rjpt i ve cdpac it y i pI ,i.n TiLlt I., u. any 

Otthc te/I).' 00(1 that iJ [i :0 ;[ I cof p)roqr iili r r'l p' riormliice.
 
rlir . 11; litt . ( Ut 'ti I) that 0 'lit Lt' I pV''<., 1il lOC:l(ea( .; the
 

delianos:rl h t On Ally ryeciient. JOVelri ciit . ,"lll i ;i noM exc pt-ion. 
One con Iju ir LJuC whet.ie.r the (Ai[D, ha., the2 ciF),LA ity to J).-:or)i the 
autdit Jonai i lit ken ,;entmils;ili1ar to t.ho:.;, which ,irl,.- in a,:ane(ru 
Title I , i191me 5 iIaie li lit
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Somalia has all the characteristics of a country which has an
 
overburdened absorptive capacity, These characteristics take the
 
forw of much slower than anticipated achievement of development
 
projects, an inability to meet commitments, and insufficient
 
budget. To illustrate the point: The GSDR allocated in 1979 and
 
1980 for self-help projects about So.Sh. 171,3 million but disbursed
 
only about So.Sh. 137.3 million. Sirce none of the 1981 local
 
currency generations ot about So.Sh. 95.4 million had been
 
deposited, it follows that none could have been disbursed,
 

Every Title I program carries with it certain self-help and other
 
development requirements. It appears to us that the Title I program
 
makes it more difticult for an already strained GSDR to meet the
 
myriad requirements of donor assistance,
 

We are of the opinion that as the requirements for a PL 480 Title I,
 
or other rood program become more stringent, the GSDR will be less
 
able to manage. To increase their absorptive capacity is a long
 
term development proposition.
 

Conclusion
 

We are not making a recommendation, but in our craft report
 
suggesteu that the USAID consider our comments when planning tuture
 
food deve]opmental programs.
 

In USAID/bomalia's response to our aralt report they stated.
 

"...USAID/Somalia aqrees that Somalia has a limited absorptive
 
capacity resultinq in part from the poverty of the country
 
itself ant in part from Somalia's co]lonia heritaqe which has
 
left 	behind a very weak human rescuLce baSe, (J,;Aib/oinalia has 
taken this limited capacity into account in designing its 
program. Our projects are makinq minimal. 6emand upon the GSDR 
budget. In addition they are expanding institutional 
capabi lities and rapidly eniarqinq th humanr resource base. 
Thus 	 Somalia's absorptive capacity is beinq increased measurably

" on a 	 naily basis by the USAID assistance. 

cc: 	 Deputy Auministrator 
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