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BACKGROUND
 

This report presents the results of our audit of Zimbabwe's
 
Agriculture Sector Assistance Program. On September 29, 1982,
 
AID and the Government of Zimbabwe (GOZ) signed a program
 
assistance grant (No. 613-K-604) for $45 million to finance the
 
Zimbabwe Agriculture Sector Assistance Program (ZASA). Under
 
the grant agreement, thirty million dollars of the grant was to
 
be used to finance a Commodity Import Program (CIP) to purchase
 
agriculture related commodities from the United States. The
 
local currency generated from the CIP was to be used to finance
 
specific local projects which AID and GOZ had jointly
 
approved. The remaining $15 million was to be used to finance
 
foreign exchange requirements in these activities. The project
 

assistance completion date (PACD) was set at March 31, 1989.
 
Through June 30, 1985, AID had obligated $45 million and
 

expended $22.5 million under this program.
 

This program was intended to help meet the financial resource
 
gap encountered by the GOZ in addressing several areas of
 
constraint to agricultural development. These areas were
 
agricultural research, extension, credit, marketing, land and
 
water use, agricultural manpower development and planning. The
 
planning, identification and design of specific activities and
 
programs within the constraint areas was to be undertaken by
 
the GOZ ministries and agencies within the agricultural
 
sector. The overall administrative coordination for ZASA was
 
the responsibility of the "ZASA working group." The group was
 
chaired oy a representative of the Ministry of Finance,
 
Economic Planning and Development (MFEPD) and made up of
 
representatives from various ministries.
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AUDIT OBJECTIVES AND SCOPE
 

The Nairobi Regional Office of the Inspector General for AID
(RIG/A/N) made an 
audit of the Zimbabwe Agricultural Sector
Assistance Program. 
 Tne audit covered project activities from

September 29, 1982 through August 31, 1985.
 

Our objectives were 
 to: (a) evaluate progress in meeting
program objectives, and (b) determine 
if AID funded resources
 
were effectively utilized. 
 To accomplish these objectives, we
interviewed officials at 
 USAID/Zimbabwe and the GOZ

implementing agencies. 
 We held discussions with selected
contractor personnel. 
 We reviewed pertinent files and

financial records of USAID/Zimbabwe to
and made field trips

selected project sites in 
Zimbabwe. Audit work was 
done during

August and September 1985.
 

Our examination was made in accordance with generally accepted

government auditing standards and included such 
tests of the
 
records and procedures as we considered 
 necessary in the
 
circumstances.
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RESULTS OF AUDIT
 

Overall, the program was successful in meeting its objectives.
 
The use of the CIP mechanism and the heavy involvement of the
 
private sector were key factors in this success.
 

The Commodity Import Program (CIP) component of the ZASA had
 
allocated nearly all of the planned U.S. $30 million. Over 80
 
percent of the CIP was targeted to the Zimbabwean private
 
sector. This provided an added stimulus to economic growth by
 
helping to modernize and refurbish local private industry.
 
Letters of credit were opened for much needed agricultural
 
commodities. Imported commodities were effectively utilized,
 
thus helping to improve the Zimbabwean economy. Local currency
 
generated from tne CIP was deposited into a special account.
 
At August 31, 1985, deposits totalled about Z$28.3 million
 
(US$17.7 million).!/. A June 1985 joint AID and GOZ
 
evaluation of the ZASA program found that ZASA support for
 
activities was being planned or undertaken in all seven of the
 
constraint areas.
 

We found two areas that required management attention. One
 
concerned the management of local currency generations and the
 
other reporting requirements on project implementation.
 

1. Management Of Local Currency
 

Since August 1984, the GOZ has earned about Z$750,000 (US$
 
470,000) in interest by depositing Z$ 8.0 million generated
 
from the CIP into interest bearing accounts. We estimate
 
however that an additional Z$ .9 to 1.4 million
 
(US$ 560,000-875,000) could be earned yearly if another Z$ 10
 
to 15 million, that is currently idle, is deposited in interest
 
bearing accounts until needed for project implementation.
 

We found that interest income was lost because neither USAID
 
nor the GOZ had exercised adequate management techniques over
 
local currency generations. As a result, some funds were
 
invested in interest bearing accounts while other funds were
 
allowed to lie dormant for long periods. If more funds nad
 
been deposited in interest 
generated additional local 

bearing 
currency 

accounts 
which co

they 
uld 

would 
be used 

have 
for 

development purposes. 

Part of this problem resulted from GOZ's failure to project
 
cash requirements, including cash receipts and expenditures.

We believe that the management wou~d be improved if USAID would
 
assist the GOZ in using cash flow statements which would help
 
to better predict cash availability and cash needs.
 

j/ US$1 a Z$1.6
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Funds are generated from commodities imported under the
 
Commodity Import Program. Tnese funds are then deposited into
 
a special counterpart account. Disbursements from this account
 
are then used to fund local development projects.
 

As of June 30, 1985, the CIP had generated Z$28.2 million
 
(US$17.6 million). From these funds Z$7.7 million was
 
disbursed for projects and Z$8.0 million deposited in interest
 
bearing accounts of six and twelve month durations. However,
 
we found that Z$ 12.5 million was deposited in non-interest
 
bearing accounts.
 

We estimate that during the next three to six months, an
 
additional Z$8.9 million will be generated from letters of
 
credit already opened. This will provide about Z$21.4 million
 
(US$13.4 million ) for use in project activities during the
 
next six months. Based on the project's implementation history
 
a large part of these funds remain idle and be
will could 

deposited in interest bearing accounts.
 

RECOMMENDATION NO. 1
 

USAID/Zimbabwe, in conjunction with the GOZ, 
 require

implementing ministries submit 6-12 month cash
to a flow
 
statement of their ZASA project requirements. Funds generated

througn tne CIP in excess of these requirements should be
 
deposited into an interest-bearing account.
 

USAID/Zimbabwe responded that they intend to have the GOZ
 
require all proposed activities include a cash need projection

covering the first year. They further stated they will discuss
 
with the GOZ the practicality of requiring updated cash needs
 
assessments during activity reviews.
 

We will close this recommendation when it is fully implemented.
 

2. Reportinq On Project Implementation
 

We also found that most implementing ministries had not
 
reported on the progress of their projects as the program
 
agreement required. Implementing ministries were required to
 
submit quarterly reports to the Ministry of Finance, Economic
 
Planning and Development (MFEPD) for consolidation and
 
forwarding to USAID within 45 days after the end of the
 
proceding quarter. Although the MFEPD had requested such
 
reports they nad been unable to prompt the implementing
 
ministries 
to submit them. These reports would have enabled
 
GOZ and USAID to monitor the projects more closely. Besides
 
reporting financial data on allocations and expenditures it is
 
important that implementing ministries report the actual work
 
achieved in quantifiable terms, and to comment on any problems.
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RECOMMENDATION NO. 2
 

USAID/Zimbabwe 
 in conjunction with the 
 ZASA working group
ensure that the 
 implementi6g ministries 
 submit cjarterly

progress reports as required by the prciram agreement.
 

USAID/Zimbabwe responded 
that as a result of the auditors'
visit, discussions were held 
with the chairman of the 
ZASA
working 
group and a letter sent 
to MFEPD on the necessity of
having narrative 
reports submitted on each sub-activity.
further report They
that as of November 29, 
1985, the chairman had
received reports 
 for all active projects except two.
USAID/ZimbaDwe considers that 
the reports, both financial and
narrative, 
are now up to date. They also stated tney will
continue to work with 
the GOZ to ensure that 
all required
reports are submitted as required.
 

Based on USAID/Zimbabwe's 
response, Recommendation 
No. 2 is

closed upon report issuance.
 

Please provide me 
with your comments on tne actions planned 
or
taken to implement Recommendation No. 1 within 30 days.
 

-5



APPENDIX 1
 

List of Report Recipients
 

No. of Copies
 

Director - USAID/Zimbabwe 

5
 

REDSO/ESA 

1
 

Assistant Administrator, Bureau For 
Africa (AA/A) 
 1
 

Office Of Southern Africa Affairs 
(AFR/SA) 
 1
 

AFR/Controller 

1
 

Bureau for External Affairs (AA/XA) 2
 

Office of Press Relations (XA/PR) 1
 

Office of Legislative Affairs (LEG) 
 1
 

Office of tne General Counsel (GC) 
 1
 

Assistant to the Administratioai for Management (AA/14) 
 2
 

Office of Financial Management (M/FM/ASD) 2
 

SAA/S&T 

1
 

PPC/CDIE 

3
 

M/SER/CM/SD/SS 

1
 

IG 
 1
 

AIG/A 
 1
 

IG/PPO 
 1
 

IG/LC 
 1
 

IG/EMS/C&R 

12
 

IG/II 

1
 

IIC/II 

1 

Other RIG/As 1 

th
 


