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This report presents the results of the audit of the PL 480

Title II Program in Egypt managed by Catholic Relief

Services. The objectives of this limited program results

audit were to determine whether management controls provided

reasonable assurance that 
program resources were being used
for intended purposes and whether AID governing regulations
 
were being met.
 

Management controls over the Catholic Relief Services PL 480

Title II Program in Egypt were generally adequate, and the
 program was mostly in compliance with AID Regulation II and

-AID-Handbook-9.--Contro". wer-e- su-f-ficient -to account 
 for -food

commodities from arrival 
 in Egypt to the end-use
 
distribution to targeted recipients.
 

Some exceptions in management 
controls and compliance were

found. 	Storage facilities at two locations 
 in Egypt were

inadequate; a- program evaluation had not been made to assess

overall progr-am impact; reporting of losses and claims was
 
not timely or consistent; funds generated from sales of
 empty.containers were not properly monitored; and a decision
 
had not been made on disposition of $4.7 million of excess
 
commodities.
 

We recommended corrective action for each of the 
 five
exceptions noted. Two of the five recommendations made were
 
closed upon issuance of the report. One of the closed

recommendations addressed inadequate 
storage facilities and

the other concerned the disposition of excess commodities.
 
USAID/Egypt said it could not comply with 
 the recommendation
 
to make in evaluation of the program. The other two

recommendations, agreed by
with USAID/Egypt, required

further action by the Catholic. Relief Services.
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The comments received were used in finalizing the report.
 
Excerpts are included at the end of each findings section
 
along with Officer of Inspector General comments. The full
 
text, without all attachments, is included as Appendix 1 to
 
the report.
 

We appreciate the cooperation extended during our audit.
 
Please advise this office within 30 days of actions planned
 
or taken to implement the three open recommendations in this
 
report.
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EXECUTIVE SUMMARY
 

The PL 480 Title II program in Egypt provides food
 
commodities as nutritional supplements to various feeding
 
and distribution centers in the country. In fiscal year
 
1985, about 33,371 metric tons of Title II commodities
 
valued at $10.4 million were exported to Egypt. The program

is ,ianaged by Catholic Relief Services under a basic
 
agreement with the Government of Egypt, as represented by

the Inter-Ministerial Committee for Foreign Voluntary Aid.
 
The basic agreement, signed April 3, 1974, has no expiration
 
date; but one program activity, Primary School Feeding,
 
phased out in fiscal year 1985. The two other activities,
 
Other Child Feeding and Maternal Child Health, will be 
phased out by the end of fiscal year 1989. 

The Office of the Inspector General conducted a limited 
program results audit of the PL 480 Title II program in
 
Egypt. The audit covered the period from June 15, 1979
 
through March 31, 1986. The audit was requested by
 
USAID/Egypt's Food for Peace Office on April 10, 1985. We
 
agreed to examine selected program activities to ascertain
 
whether management practices provided adequate control over
 
program resources and whether AID governing regulations were
 
being met.
 

The audit showed that management practices were generally
 
adequate in controlling program resources, and that the
 
program was mostly in compliance with AID regulations and
 
policies. Title II food was being distributed to intended
 
recipients. However, some exceptions in management practices
 
and compliance were found. These exceptions require
 
corrective action.
 

Inadequate storage facilities were found at two locations,
 
exposing commodities to considerable risk. We recommended
 
USAID/Egypt qualify its certification under PL 480 as to
 
adequate storage facilities, and support all further
 
certifications with data from the Catholic Relief services.
 
USAID/Egypt agreed and implemented the recommendation. The
 
recommendation was closed upon issuance of the report.
 

The PL 480 Title II program had not been formally evaluated
 
even though a requirement and a need existed. We recommended
 
an evaluation be carried out. USAID/Egypt agreed with the
 

- i ­



desirability of the recommendation but said that after
 
extensive investigation it had concluded an evaluation was
 
not fpasible.
 

Improvement was needed in the controls over commodity losses
 
and claims, sales of empty containers and disposition of
 
excess stocks. We recommended (I) written guidelines be
 
established for handling losses and claims; (2) reports be
 
submitted by the Government of Egypt showing receipts and
 
expenditures from sales of empty containers; and (3) a
 
decision be made on the disposition of excess commodities.
 
USAID/Egypt agreed with the recommendations. Resolution of
 
items (I) and (2), however, was dependent upon further
 
action by the Catholic Relief Services. Item (3) was 
resolved before the final report was issued and the 
recommendation was closed. 
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AUDIT OF
 
PL 480 TITLE II PROGRAM
 

IN EGYPT
 
MANAGED BY CATHOLIC RELIEF SERVICES
 

PART I - INTRODUCTION
 

A. Background
 

Catholic Relief Services (CRS) is one of two cooperating
 
sponsors responsible for providing PL 480 Title II food
 
commodities as nutritional supplements to various feeding

and distribution centers in Egypt. CRS operates under a
 
basic agreement signed April 3, 1974 with the Government of
 
Egypt, represented by the Inter-Ministerial Committee for
 
Foreign Voluntary Aid. The agreement has no expiration date.
 

CRS maintains a staff of four end-use evaluators. In
 
calendar year 1985, the evaluators visited 1,481
 
distribution units operated by the Government of Egypt and
 
made 289 other visits to ensure integrity of the program
 
(See Exhibit 1).
 

Programs sponsored by CRS in Egypt are described in its
 
operation plans approved by USAID/Egypt. The fiscal year
 
4986-Operation Plan--(amended) _continues. the Maternal Child
 
Health (MCH) program and Other Child Feeding (OCF) program.
 
The MCH program focuses on the 6-36 month age group and,

within that group, on children 6-18 months of age because of
 
a high percentage of deaths in this age group. There were
 
about 900,000 recipients in the program in fiscal year 1985.
 
The OCF program, which focuses on food recipients in
 
orphanages and day care centers, had about 24,000 recipients
 
in fiscal year 1985.
 

One other program, Primary School Feeding, phased out in
 
fiscal year 1985, after eight years of operation. The OCF
 
program is due to expire in fiscal year 1988, while the MCH
 
program will expire in fiscal year 1989.
 

About 33,371 metric tons of Title II commodities (nonfat

dried milk, instant corn soya milk, vegetable oil, wheat,
 
and dried raisins) valued at $10.4 million were exported to
 
Eqypt for CRS distribution in fiscal year 1985 (See Exhibit
 
2). Exhibit 3 shows the distribution of CRS commodities to
 
beneficiary programs during that fiscal year.
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B. Audit Objectives And Scope
 

The objectives of this limited program results audit were to
 
determine whether management controls provided reasonable
 
assurance that program resources were being used for
 
intended purposes, and whether AID regulations were being
 
met. The audit was scheduled following a request for audit
 
of PL 480 Title II by the USAID/Egypt Human Resources and
 
Development Cooperation - Food for Peace Office on April 10,
 
1985.
 

We reviewed: (I) CRS, USAID/Egypt, and Government of Egypt
 
documents, files, records and reports; (2) CRS internal
 
procedures and controls; and (3) transactions covering
 
shipments, warehousing, and distribution of food
 
commodities. Field visits to selected locations were made to
 
test receipt, storage, distribution, and use of randomly
 
selected commodities during fiscal year 1985. The locations
 
visited were Fayoum, Cairo, Beheira, Ismailia, Aswan, Benha,
 
and Sharkiya. The audit tests constituted about 10 percent
 
of the transactions at these locations. Because controls
 
over commodity flow were adequate, the tests were not
 
expanded to additional years of activity or to additional
 
warehouses. The audit did not evaluate the nutritional
 
impact of program levels or the suitability of the specific
 
food resources made available.
 

We reviewed prior audit activity: a CRS internal audit
 
report issued March 14, 1980; and a Regional Inspector
 
General for Audit, Cairo (RIG/A/C) audit report issued June
 
15, 1979. This audit covered the period from the RIG/A/C
 
report issue date of June 15, 1979 through March 31, 1986.
 
The audit work was done between January and March 1986 in
 
accordance with generally accepted government auditing
 
standards.
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AUDIT OF
 
PL 480 TITLE II PROGRAM
 

IN EGYPT
 
MANAGED BY CATHOLIC RELIEF SERVICES 

PART II - RESULTS OF AUDIT
 

Management controls over the CRS PL 480 Title II program in
 
Egypt were generally adequate. The program was mostly in
 
compliance with AID Regulation 11 and AID Handbook 9.
 
Controls were sufficient to account for food commodities
 
from arrival in Egypt (port of Alexandria) to the end-use
 
distribution to targeted recipients.
 

Some compliance and implementation problems, however, needed
 
attention. Storage facilities at two locations in Egypt were
 
inadequate, placing about $1 million in commodities at risk
 
due to weathe. and other problems. The program needs an
 
in-depth evaluation after 12 years of operation, even though
 
a phaseout of the program is planned by the end of fiscal
 
year 1989, in order to determine whether the program iz
 
meeting its objectives. Reporting of losses and claims was
 
not timely, and funds generated from the sale of empty
 
containers were not tightly controlled. Finally, about $4.7
 
million of excess commodities from the phased-out Primary
 
School Feeding program were awaiting a decision on
 
disposition.
 

We recommended USAID/Egypt qualify its certification on the
 
adequacy of Government of Egypt storage facilities until
 
improvements are made and support further certifications
 
with data from CRS; evaluate the program in accordance with
 
AID criteria; have CRS improve controls over losses, claims,
 
and sales proceeds; and decide what to do with excess stocks
 
on hand. USAID/Egypt agreed to take action on all but the
 
recommendation to evaluate the program. Two of the five
 
recommendations made (Recommendation Nos. I and 5) were
 
closed upon issuance of the report.
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A. 	Findings And Recommendations
 

I. 	Commodities Are At Risk
 

Two 	warehouses maintained by the Government of Egypt (GOE)

had inadequate storage facilities, resulting in an
 
undetermined amount of food damage and exposing a supply of
 
commodities valued at about $982 thousand to considerable
 
risk. Section 401 of the Agricultural Trade Development And
 
Assistance Act (PL 480), as amended, requires adequate
 
storage facilities in a recipient country before commodities
 
are 	made available there. USAID/Egypt did not qualify its
 
certification under PL 480 on the adequacy of storage

facilities because it did not have information from CRS on
 
the condition of the warehouses. The GOE recognized the risk
 
of having these inadequate storage facilities, but did not
 
have the funds needed for improvements.
 

Recommendation No. 1
 

We recommend that USAID/Egypt:
 
a. 	qualify its certification under PL 480 (Section 401) in
 

regard to the adequacy of storage facilities until
 
needed improvements are made to Governmat of Egypt

warehouses storing PL 480 Title II commodities; and
 

b. 	support further certifications by obtaining periodic
 
reports from the Catholic- Relief Services showing the
 
condition of each warehouse.
 

Discussion
 

We 	 visited two of the eight Inter-Minirterial Committee
 
(IMC) warehouses and four of the thirty Public Health zone
 
warehouses to observe commodity movement and storage. At the
 
IMC warehouse in Benha, commodities were vulnerable to risk
 
from rain, flood, poor drainage, infestation, and thievery.
 
On February 11, 1986, the following commodities were stored
 
in a walled but uncovered yard:
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Commodity Unit Quantity Landed Value 

Nonfat Dried Milk 50-Lb bag 23,162 $366,886 

Nonfat Dried Milk 54-Lb carton 32,737 566,022 

Instant Corn 
Soya Milk 50-Lb bag 4,046 38,315 

Bulgur 50-Lb bag 2,019 10,337 

Totals 61,964 $981,560 

Commodities were under canvas, but insufficiently protected.
 
Many containers were rain soaked, and the bottom stacks of
 
all commodities had been exposed to a flood caused by a
 
broken pipe. The yard had been entirely covered by water.
 
Warehouse officials found 105 bags of Nonfat Dried Milk
 
valued at about $1,680 unfit because of water damage, but
 
the actual damage could not be assessed without a thorough
 
inspection of all soaked commodities.
 

Aside from the water damage, commodities were subject to
 
possible infestation and thievery. The commodities were
 
stacked on wooden pallets placed on the ground but were not
 
protected from rodents or possible theft in the uncovered
 
yard. The warehouse manager expressed his concern that the
 
presence of rodents was a threat to the commodities.
 

At the Public Health Zone warehouse in Aswan, storage

facilities were also inadequate. The warehouseman complained
 
about poor storage conditions, which previously were worse
 
because commodities were then stored in the open. On March
 
15, 1986, conmodities were found stored in a wooden shed
 
lacking security and protection from the weather because of
 
large openings in the walls and roof. Moreover, the
 
commodities were placed on a dirt floor. According to
 
warehouse officials, the presence of termites precluded the
 
use of wooden pallets; metal ones were not available.
 
Storage at Aswan consisted of:
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Commodity Unit Quantity Landed Value
 

Soybean Oil 46.2 lb carton 223 $ 4,850
 

Instant Corn Soya Milk 50 lb bag 236 2,235
 

Nonfat Dried Milk 54 lb carton 264 4,564
 

Totals 723 $11,649
 

The Agricultural Trade Development And Assistance Act of
 
1954, as amended, (PL 480) requires (Section 401) the
 
Secretary of Agriculture to determine that adequate storage
 
facilities are available in a Lcvipient country before
 
commodities are shipped there. Such determination is made
 
through certification by field Missions to AID/Washington.
 
USAID/Egypt did not qualify its certification, even though
 
storage facilities were inadequate in at least two locations
 
in Egypt. It did not receive periodic reports from CRS
 
showing the condition of each warehouse that would support
 
the certification.
 

GOE officials acknowledged the need for better facilities.
 
In Benha, the Ministry of Supply'had prepared a design for
 
improvement of the warehouse but asked CRS to bear the cost
 
estimated at $774,000. In Aswan, commodities had been moved
 
under cover, but GOE officials said no funds were available
 
for additional needed improvements. CRS proposed to use
 
funds from the Sale of Empty Containers account to help
 
finance improvements.
 

Besides improved storage facilities, an assessment of actual
 
food damage at Benha was needed. USAID/Egypt asked CRS on
 
February 23, 1986, to examine food stocks there and to
 
separate damaged commodities to prevent further losses.
 
USAID/Egypt needs to follow up to establish the amount of
 
damaged commodities, and qualify its certification on the
 
adequacy of storage facilities until needed improvements are
 
made.
 

Management Comments
 

USAID/Egypt, following issuance of our draft audit report,

qualified its fiscal year 1987 certification to
 
AID/Washington as to the condition of storage facilities in
 
Egypt. It also modified its Commodity Recipient Status
 
report to show the physical condition of each warehouse.
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Office of Inspector General Comments
 

The above actions are responsive to Recommendation No. 1.
 
Accordingly, the recommendation was closed upon issuance of
 
this report.
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2. Program Evaluation Needed
 

The PL 480 Title II program carried out by CRS in Egypt
 
since 1974 has not been formally evaluated. An evaluation
 
was planned for fiscal year 1981 but was never carried out
 
because of higher priorities. An evaluation is needed to
 
measure progress toward attainment of program objectives, to
 
assess overall impact of the program, and to determine the
 
appropriate level of food resources for the program. Demand
 
for some commodities in the Matermal Child Health program
 
far exceeded supply, while another commodity (instant corn
 
soya milk) was unacceptable and not used by certain
 
beneficiaries. AID's policy on the use of evaluation as a
 
management instrument is contained in Handbook 3 (Chapter
 
12) and Handbook 9 (Chapter 13).
 

Recommendation No. 2
 

We recommend that USAID/Egypt have the PL 480 Title II
 
program managed by the Catholic Relief Services evaluated in
 
accordance with criteria set forth in AID Handbook 9
 
(Chapter 13).
 

Discussion
 

The basis for evaluation is established in Section 621A(b)

of the Foreign Assistance Act of 1961, -as amended; in-

Section 408 of PL 480; and in AID Handbook provisions.
 
According to AID Handbook 9, AID's policy is to use
 
evaluations as fully integrated instruments of program

policy and management. Country-specific Title II evaluations
 
are intended to:
 

- clarify current objectives of the Voluntary Agency
 
Title II programs;
 

- confirm the validity of program objectives at both
 
implementation and impact levels;
 

- recommend any changes in program direction or
 
implementdtion which would increase its benefits.
 

The Title II program carried out by CRS has not benefited
 
from an evaluation to assess the overall impact and to
 
measure progress toward objectives. The objective of the
 
Maternal Child Health (MCH) program is to achieve progress
 
in combating infant mortality and morbidity. An evaluation
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would be useful in determining if any change in program
 
direction or implementation would benefit that objective as
 
well as the overall objectives.
 

According to Handbook 9, an evaluation can contribute to
 
determining the appropriate level of resources in managing
 
Title II programs. The audit did not attempt to determine
 
the appropriate level, but it was apparent during field
 
visits that the demand for Nonfat Dried Milk (NFDM) far
 
exceeded the supply. Conversely, there was very little
 
demand for Instant Corn Soya Milk (ICSM). All 14 MCH units
 
visited reported the supply of NFDM was insufficient to meet
 
basic needs. Many eligible MCH families served by the units
 
did not receive any NFDM because of insufficient supplies.
 
In one unit, for example, 312 MCH families were receiving
 
NFDM, but 1,000 eligible families were in need. In another
 
unit, 150 families were receiving NFDM while 600 eligible
 
families were in need.
 

MCH officials (physicians, nurses, social workers) also
 
commented that allocations were inadequate. Families
 
normally were receiving four allocations of NFDM a year
 
consisting of four kilos in each allocation. Officials
 
proposed increasing allocations by..a factor of three and the
 
number of beneficiaries by a factor of five.
 

At most units visited, MCH officials commented that ICSM was
 
not acceptable as food by the beneficiaries. It was usually
 
sold or used as chicken feed. How much ICSM was lost in this
 
way was not established. Beneficiaries were not receptive to
 
ICSM because the bags were similar to local bags used for
 
cement or animal fodder, and the yellow color of the ICSM
 
appeared as low grade flour. In rural areas, families
 
followed traditional ways of cooking that did not involve
 
ICSM even after being taught how to use ICSM by
 
nutritionists. Even where ICSM was accepted, recipients
 
preferred NFDM.
 

The appropriate level of resources for the MCH program can
 
be addressed through an evaluation. An evaluation can assess
 
whether program levels require adjustment or a reallocation
 
at a given program level; and can assess whether commodities
 
such as NFDM are spread too thin to have the desired program
 
impact on combating infant mortality and morbidity. Program
 
levels for ICSM dropped from 7.7 thousand metric tons in
 
fiscal years 1984 and 1985 to 3.5 thousand metric tons in
 
fiscal year 1986. An evaluation can also address the
 
appropriate program level.
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An in-depth evaluation was scheduled to be made in 1981, but
 
Was never carried out because of other higher priorities.
 
During a program review in 1981, the reviewer recommended
 
fiscal year 1983 as a more appropriate time for the
 
evaluation. In 1984, USAID/Egypt requested a nutrition
 
impact evaluation of the MCH program, subject to
 
availability of sufficient baseline data. AID/Washington
 
(Food and Voluntary Agencies) concluded that data essential
 
to assessing nutrition impact was not available, and
 
strongly recommended against a nutrition impact evaluation
 
of the program. USAID/Egypt concurred (March 1985) in
 
AID/Washington's decision against a nutrition impact
 
evaluation. It also voted against a standard program impact
 
evaluation because it felt no significant insight would be 
gained by evaluating the Egyptian,,program. 

USAID/Egypt's position notwithstanding, the intent of 
Handbook 9 should be fulfilled for the reasons cited
 
earlier, and an evaluation made, even though the program is
 
due to expire at the end of fiscal year 1989.
 

Management Comments
 

USAID/Egypt's position on conducting an evaluation remained
 
unchanged in the responses proviaed. In sum, USAID/Egypt

-said it was aware of the desirability of making an
 
evaluation and for three years had attempted to do so.
 
Ultimately, however, it had concurred with AID/Washington

that a nutrition impact evaluation was not feasible. Thus,
 
it would be unable to implement the audit recommendation.
 
USAID/Egypt added that the decision not to evaluate the
 
program was a conscious one based on a combination of
 
factors. It considered the audit recommendation to be
 
contrary to rational evaluation planning practices. (The
 
comments received on Recommendation No. 2 are included as
 
Appendix I to the report, pages 4-15 of 16.)
 

Office of Inspector General Comments
 

The Office of Inspector General recognizes an evaluation,
 
given the three years the program has to run, is inherently

limited in its possible effects on the Egypt program. Also,
 
as pointed out in USAID/Egypt's response scientifically
 
accurate data for the evaluation may not be available.
 
Nevertheless, we continue to believe the record should be
 
clear on what has been accomplished after 12 years of
 
operation, even if the outcome is that we do not know what
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the impact is of this long and costly endeavor. We,
 
therefore, retained the draft recommendation for the reasons
 
cited in the text of this section.
 

Alternatively, but less desirable from our point of view,
 
the intent of the recommendation could be met by an interim
 
summary report that formally addresses the qualitative
 
results of program operations.
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3. 	Reporting Inland Commodity Losses And Claims Should Be
 
More Consistent
 

CRS has been inconsistent in reporting inland commodity
 
losses promptly to USAID/Egypt at the time of occurrence.
 
Except for large losses, CRS has reported losses when claims
 
were paid by the GOE instead of at the time of discovery. No
 
written instructions were issued by CRS to guide the
 
personnel responsible for reporting losses and handling
 
claims. Delays in reporting losses, preclude prompt
 
resolution of claims resulting from those losses.
 

Recommendation No. 3
 

We 	 recommend that USAID/Egypt have Catholic Relief Services
 
issue written guidelines or instructions to its staff for 
handling losses and claims that are in accord with AID 
Handbook requirements. 

Discussion
 

AID Regulation 11 and Handbook 9 require the cooperating
 
sponsor to promptly notify USAID/Egypt in writing of any
 
loss, damage or misuse of commodities. CRS prepared
 
Damaged/Missing Commodity Reports (DMCR) of losses less than
 
$300 when the proceeds of the claims were received from the
 
GOE, and submitted these reports to USAID/Egypt. Reports of
 
larger losses were prepared when identified. However, CRS
 
was not consistent in this practice; some reports of larger

losses were prepared long after occurrence. For example:
 

Damaged/Missing Commodity Report
 

No. Date Prepared Date of Loss Estimated Loss
 

3/85 7/85 2/83 	 $1,303
 

8/85 11/85 4/84 	 1,043
 

1/84 2/84 9/82 	 460
 

11/84 4/84 5/83 	 1,368
 

Other larger losses had not yet been reported although
 
Identified. For example, an inland transport loss of 23
 
cartons (563 kilos) valued at $397 was shown on the CRS
 
Commodity Status Report ending March 31, 1985, but no DMCR
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was prepared. Also, no DMCR was prepared for an inland
 
transport loss of 1,837 kilos of ICSM valued at $772 as
 
shown on the September 30, 1985 Commodity Status Report.
 

CRS needs to be more consistent in reporting commodity
 
losses to provide better control of claims and to meet the
 
intent of AID regulations regarding prompt reporting of
 
losses. CRS should issue written instructions to its staff
 
for handling losses and claims in accordance with AID
 
requirements. 

Management Comments
 

USAID/Egypt responded to this recommendation during the exit
 
conference. It agreed with the findings and recommendations
 
and said the Catholic Relief Services would issue the
 
necessary guidelines for handling losses.
 

Office of Inspector General Comments
 

The recommendation can be closed when the guidelines are
 
actually issued and implemented.
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4. 	Better Monitoring Is Needed Over The Sales Of Empty
 
Containeris
 

CRS did not effectively monitor the Sale of Empty Containers
 
account administered by the GOE because it did not receive
 
the agreed to periodic reports from the GOE on the status of
 
the fund. CRS, therefore, could not ensure that all local
 
currency generated from empty container sales was deposited
 
into the fund. The GOE Inter-Ministerial Committee (IMC) is
 
required under tile Basic Agreement with CRS to provide a
 
monthly statement of funds received and disbursed.
 

Recommendation No. 4
 

We recommend that USAID/Egypt have Catholic Relief Services
 
properly monitor the Sale of Empty Containers account by use
 
of periodic reports from the Government of Egypt 
Inter-Ministerial Committee showing receipts, expenditures 
and fund balances. 

Discuss ion 

Funds for the Title II program in Egypt were generated 
through ;ales of empty containers. Previously, five Egyptian 
planters (about t.06) were collected, but this amount was 
raised to ten piasterv (about $.12) in order to have more 
funds to offset program costs. Approved costs included 
transportation, storate, handling, insect and rodent 
control, rebgq ing, i ncenti ve payiuent#;, and other expenses 
directly related with storage and din:tribut'ion of Title II 
food. Funds collected were shaired; 70 percent wau retained 
by the Public Ilealth Zonet; an, 30 pe rcent wa n r emi .Led to 
INC or. behalf of C:]IS. 

Data obtained fr or tie IMC hewed that tile pouid equivalent 
of $27,139 1/ wan depo.,i ted in the Salle of Eip ty CorLtainern 
account for the pertod July 1, 1904 through February 28, 
1906. Theseo fundt; were not reported to ChS even thoucjh the 
Bauic Agevvment betweeit IMC and CJIP required IMC to tiupply 
monthly reportti of receiptsn and dinburtievu-its. All funds 
disburned during the period were for incentive payments to 
GOI. personnel involved in food dittribution. 

j/LE.83 * $1.00 
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Although CRS independently gathered data on 1ocal currency
 
collected in the Public Health Zones, it was unable to compare
 
the data it obtained with any reports from the IMC. Moreover, CRS
 
did not trace the data into IMC records. Thus, CRS was without
 
assurance that all funds generated from container sales were
 
properly accounted for. In order to better control funds
 
generated under the Title II program, CRS should obtain reports
 
from the IMC, and validate those reports through its own field
 
data. A CRS Internal Review, dated March 14, 1980, recommended
 
that CRS obtain reports showing receipts and expenditures of 
proceeds fron the sale of empty containers. The recommendation 
remains valid. 

Management Comments 

USAID/Egypt responded to this finding during the exit conference. 
I. agreed with the recommendation. It said the Catholic Relief 
Services would take the necessary steps to obtain periodic 
reports from the Government of Egypt for monitoring the Sale of 
Empty Containers account. 

Office of InsLpector General Comments 

Once the recommended procedures are in place and working 
effecLively, the recommendations can 'be closed. 
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5. Disposition Of Excess Stocks On Hand Should Be Resolved
 

The Primary School Feeding Program phased out in September
1985, but CRS had not notified USAID/Egypt in writing of 
excess commodities totaling about $4.7 million on hand in 
Ministry of Supply warehouses. AID Handbook 9 (Chapter 7) 
and AID Regulation II require such notification by the 
cooperating sponsor so that USAID/Egypt and AID/Washington 
can determine the most 
commodities. In effect, the 
II commodities which had no 

appropriate 
GOE was in 
specified use

p
. 

use 
osse

of 
ssion 

the 
of 

excess 
Title 

Recommendation No. 5 

We recommend that USAID/Egypt reach agreement with Catholic
 
Relief Services, the Government of Egypt and AID/Washington
 
on the disposition of $4.7 million of excess commodities
 
remaining from the completed Primary School Feeding Program.
 

Discussion
 

The Primary School Program Feeding phased out at the end of 
September 1985 after operating for eight years, having begun 
in the 1977-78 school year. During the last year of 
operation, 94.4-million meals were provided to 1.5-million 
students enrolled in 3,552 primary schools. In fiscal year 
1985, CRS provided the Ministry of Supply, on behalf of the 
Ministry of Education, 3.5-thousand metric tons of wheat for 
conversion to bread and 5.1-thousand metric tons of Nonfat 
Dried Milk for conversion to cheese in accordance with a 
conversion formula stated in the School Lunch Program
 
Agreement. An inventory balance existed at the phaseout
consisting of 5.7-thousand metric tons of wheat and 
4.6-thousand metric tons of Nonfat Dried Milk. This balance, 
valued at about $4.7 million, represented the surplus of 
actual Title II shipments over CRS contributions.
 

According to AID Regulation II and AID Handbook 9, the 
cooperating sponsor is required to promptly notify AID of 
the quantities, location, and condition of excess 
commodities. The Mission can then determine the most 
appropriate use and, with prior AID/Washington concurrence, 
issue instructions for disposition. C}lS had written the
 
Ministry of Education on February 18, 1986, and offered to
 
donate the commodities to that Ministry, but had not yet

notified USAID/Egypt in writing.
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Management Comments
 

USAID/Egypt reported that it had received written 
notification from CRS and concurrence from AID/Washington to 
use the commodities for the Government of Egypt's on-going 
school feeding program, even though the intent was for the 
Ministry of Education to assume full responsibility for this 
activity after the 1985 school year. The concurrence was 
justified on the basis that the commodities could not be 
used in the Maternal Child Health and Other Child Feeding 
programs.
 

office of Inspector General Comments 

In view of the actions taken on the basis of the draft 
report Recommendation 1No. 5 is closed upon issuance of this 
report.
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B. Compliance And Internal Control
 

compliance
 

Tested items in this audit, except as noted, were in
 
compliance with applicable regulations and policies. Nothing
 
came to our attention to indicate that 
not in compliance with these regulations and policies. 

untested items were 

Internal Control 

Internal controls were sufficient to account for food 
commodities from arrival in E1gypt to end-use distribution to 
targeted recipients. However, improvement was needed in 
controls over commodity losses, claims, sales of empty 
containers, and disposition of excess stock. Iecommendations
 
were made in this report for corrective action.
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AUDIT OF
 
PL 480 TITLE II PROGRAM 

IN EGYPT
 
MANAGED BY CATHOLIC RELIEF SERVICES
 

PART III - EXHIBITS AND APPENDICES
 



EXHIBIT 1 

PL 480 TITLE Ii PROGRAM
 
IN EGYPT
 

MANAGED BY CATHOLIC RELIEF SERVICES
 
Visits By CRS End-Use Evaluators
 

Calendar Year 1985
 

Maternal Child Other Child School Feeding

Total Health Program Feeding Program Program
 

CY 1985 Units Other Units 
 Other Units Other Units Other 
Quarters Visited Visits Visited Visits Visited Visits Visited Visits 

First Quarter 709 114 503 
 89 18 8 188 17
 

Second Quarter 246 81 193 76 14 3 39 2
 

SThird Quarter 244 45 221 38 23 7 0 0
 

Fourth Quarter 282 49 268 46 14 
 3 0 0
 

Total 1481 289 1185 249 69 21 227 19
 

Source: CRS Quarterly Reports of End-Use Evaluations. 



PL 480 TITLE II PROGRAM
 
IN EGYPT
 

MANAGED BY CATHOLTC RELIEF SERVICES
 
Commodities Exported To Egypt
 

FY 19.85
 

Quantity Quantity 
(000 Pounds) (Metric Tons) 

Instant Corn 

Soya Milk 13,975 6,339 

Nonfat Dried Milk 31,305 14,200 

Vegetable Oil 11,176 5,069 

Wheat 13,874 6,293 

Dried Raisins .3,240 1,470 

Totals 	 73,570 33.,371 


Source: 	 Commodity Credit Corporation Report No. 

September 30, 1985
 

EXHIBIT 2
 

Export Value
 
($000)
 

$ 2,076
 

1,773
 

5,137
 

952
 

489
 

$10,427
 

FM-301-R as of
 



EXHIBIT 3
 

PL 480 TITLE II PROGRAM
 
IN EGYPT
 

MANAGED BY CATHOLIC RELIEF SERVICES
 
Coanndities Distributed In FY 1985 

Commodities Distributed-Metric Tons 
Number of Instant Nonfat Dried 

Program 
Recipients 
Program Level Bulgur 

Soybean 
Oil 

Corn Soya 
Milk 

Milk 
Bags Cartons Raisins Wheat 

(in metric tons) 

Maternal Child 
Health (U0) 900,000 

1st period 1539 2417 1791 
2nd period 1319 2221 1658 
3rd period 894 1158 950 138 
4th period 660 1229 827 178 

Sub Total 4412 7025 5226 316 

Schcul Feeding 1,200,000 

1st period 1800 1275 
2nd period 3000 610 2063 
3rd period 299 440 203 
4th period 

Sub Total 5099 1050 3541 

Other Child 
Feedinq (OCF) 24,000 

1st period 195 37 46 
2nd period 54 14 6 28 3 
3rd period 6 21 13 27 5 11 
4th period 16 6 40 2 38 

Sib Total 255 88 25 141 10 49 

Totals 255 4500 7050 5240 5236 1415 3541 

Source: CRS Commodity Statu3 Reports. 
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, UNITED STATES AGENCY for INTERNATIONAL DEVELOPMENT 

CAIRO, EGYPT 

JUNE
 

MEMORANDUM
 

TO: 	 Joseph Ferri, RIG/A/Cairo
 

FROM: 	 Frank B. Kimball, DIR
 

SUBJWCI: 	 Draft Audit Report: PL480 Title II
 
Program In Egypt Managed By CRS;
 
Recommendations Nos. 1, 2 and 5
 

The mission's response to three recommendations of the subject draft audit
 
report is enclosed. Recommendations 3 and 4 will be responded to after
 
issuance of the final audit report.
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UNITED STATES GOVERNMENT

memorandum
 
DAE. June 26, 1986. 

REPY TO 

ATTNOF: HRDC/FFP: Paul R 

SUIEECT: Draft Audit Report: PL-480 Title II
 
Program in Egypt Managed by CRS - Recommendations #1,2, & 5.
 

TO, FM/FA: Thomas Johnstone.
 

REF: RIG/A/C-86-257.
 

Attached are three memoranda providing the appropriate
 
response to three recommendations of the subject audit.
 
We expect the final Audit Report to show these
 
recommendations closed at the time of publication.
 

Please take the necessary action.
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UNITED STATES GOVERNMENTmemorcndum
 
DATE. June 26, 1986. 

AT"TOFt HRDC/FFP: Paul Rusb 

suBJEcT: Draft Audit Report: PL-480 Title II 
Program in Egypt Managed by CRS - Recommendation No. 1. 

'ot RIG/A/Cairo: Joseph Ferri.
 

REF: RIG/A/C-86-257.
 

Recommendation No. 1:
 

"We recommend that USAID/Egypt:
 

(a) qualify its certification under PL-480 (Section 401) in regard

to the adequacy of storage facilities until needed improvements
 
are made to Government of Egypt warehouses storing PL-480 Title
 
II commodities; and
 

(b) support further certifications by obtaining periodic reports
 
from CRS on the condition of each warehouse".
 

Action Taken:
 

(a) Attached is a copy of.CAIRO 11298 dated 5/13/86 subject PL-480
 
Title II FY 87 AERs and Operational Plans. Page 3 Section IV
 
"Management Report" (1) (A) Audit states that an audit was
 
conducted and summarizes the findings including "inadequate
 
warehousing in two governorates". Section IV (A) "Bellmon
 
Amendment" pertaining to logistics states in part "except for
 
Benha and Aswan regional warehouses, the receiving transport and
 
storage facilities for Title II generally are adequate".
 

(b) Discussions with CRS have resulted in a modification of the
 
quarterly Commodity Recipient Status Report. Effective 
immediately., the report contains a list of all IMC and MOH 
warehouses and a certification that each warehouse is adequate 
except as noted. Attached is a copy of the FY 86 second quarter 
report including the new certification and exceptions. 

This completes action on recommendation No. 1.
 

OI~rONAL FORM NO. II 
(ftV. 140)
*rAPPMF1 (4 cri) IolII. 

WIII14 

*U,, OY1HMIT, PRIIO O I'rlCCt 1661- (7190)1111 0 ­
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UNITED STATES GOVERNMENT 

memorandum
 
DAME June 25, 1986. Al 
"ATm, HRDC/FFP: Paul Rusby/\ 

AD/HRDC: Bernard Wilder., Lo 
suswac, Draft Audit Report: PL-480 Title II Program in Egypt

Managed by CRS - Recommendation No. 2. 

To, RIG/A/Cairo (A) William C. Spatt.
 

REF: RIG/A/C-86-257.
 

Recommendation No. 2:
 

"We recommend that USAID/Egypt have the PL-480 Title II program

managed by CRS evaluated in accordance with criteria set forth
 
in AID Handbook 9 (Chapter 13)".
 

Action Taken:
 

Commencing three years ago IIRDC/FFP attempted to launch a Title
 
II nutrition impact evaluation. After extensive investigation

and consultation we have accepted the advice of Washington
 
experts that such an evaluation is not feasible. The following
 
covers the highlights of that attempt.
 

I. What We Are (and Are Not) Talking About:
 

(1)A Nutrition Impact Evaluation - Yes:
 

Over the past 13 years USDA's most costly input to the
 
CRS Egypt Title II program has been to the Maternal
 
Child Health (MCH) recipient category. It is current
 
wisdom that MCH, rather than school lunch or relief
 
feeding, provides the most significant (Title II)
 
thrust to a nation's development. This worldwide
 
Title II policy is based on:
 

(a) The economic implications of maternal depletion
 
through excessive births;
 

(b) The "expectation of infant death" among the
 
majority of the world's population; an expectation

compensated for by more-than-wanted pregnancies;
 

(c) Public health/sanitation measures (and nutrient
 
inputs to MCH) which contribute to the population
 
explosion; and
 

(d) Consequently, current consumption over-rides
 
public and private savings for investment and
 
development.
 

OPTIONAL POAM NO.II 
("rv.1.o) 

SA PPMN (401CM) 101-110 

*U01, O r I99l 0 (NNM PRWING OrlIC i . 11-116 O190) 
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The foregoing scenario provides the conceptual
 
framework for a major program to improve the quality
 
and control the quantity of child birth and infancy
 
which AID now calls Child Survival and in which this
 
Mission is now engaged.
 

Improved infant and maternal nutrition is a
 
significant purpose of Child Survival, the program
 
goal of which is to reduce infant and maternal
 
mortality and morbidity. More than three years ago we
 
went on record as declaring we owed the taxpayer, the
 
Egyptians, and ourselves a report on the degree to
 
which we were achieving the reduced mortality/morbidity
 
goal and the degree to which we were achieving the
 
improved nutrient status (purpose) represented by
 
Title II MCH food deliveries cumulatively valued at
 
$75 million (Estimate through FY 89 when program will
 
end).
 

(2) ACompilation of Logi.tic&l Statistics - No:
 

Our reference to a meaningful evaluation of the MCH
 
program purpose and goal does not mean a rearrangement
 
of already available statistics concerning tonnages
 
programmed, tonnages shipped, quantities safely
 
landed, quantities lost, recipients reached and
 
commodities stolen or black-marketed. We were
 
repeatedly advised by Washington that to spend more
 
taxpayer dollars for a statistical compilation would
 
add nothing to the body of knowledge and be a waste of
 
taxpayer money.
 

EXAMPLE:
 

"Does the Mission want a standard AID end of
 
project report? Since probably there was no
 
design to begin with for this CRS feeding
 
activity, probably there is nothing to be reported
 
kor Egypt which has not already been reported
 
elsewhere". * 

* 2/25/85 Notes from Rusby conference with Sandra Callior in 
Washington on the subject of an MCH nutrition impact
 
evaluation.
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[.H.istory of Mission Concern To Usefully"Account For
The $75 Million EgypL Title II MCII Investment: 

(1) 5/11/83 Prram Review Committee - The 5/11/83 Program

Review Committee (PRC) (a) approved the FY 84 Title II
 
AERs, (b) approved a ($ and LE) grant for the CRS
 
activity Nutrition Education II, and (c) requested

that a nutrition impact evaluation be started within
 
two years of that date as brought about by the Title
 
II food supplements and Nutrition Education II.
 

(2) 11/15/83 Proposed Commodity Utilization Survey - The 
FV proposed to the Asociate Director IiI)C and to 
CRS a commodity utilization survey which would: 

(a) () Serve as an in-house audit- (since no other
 
audit had been done since 6/15/79), and
 

(2) Provide some evaluation of the Title II $8
 
million annual invetiment particularly in view
 
of persi'stent rumourt; concerninq commodity
 
misuse and/or under utilization.
 

(b) Determine whether Title II input.- promote or 
retard the transition to indigetious wedning foods. 

(c) Provide baseline data reflecting the present 
status of Inother'; |knowledje, a ttlitdef, and habits 
regarding the use of IC!:I4 and later to make the 
same tent and thereby asses,: the effectiveness of 
Nutrition Education 1I.
 

(d) Provide early indication of obt'tacleI to overcomo 
the transition from Title 11 imports; to indiqenoun 
foods by ans;wer ing such queitionti an: (1) the 
long th of ti me required by mother ' into tinder ttand 
the concept of wot, mingq (2) would t erninmation of 
Title II milk before the tull Title 11 proqram 
termination date, or conitiuinq Title 11 milk In 
the progjram ben t promote motet s knowledqe of 
weaning; (3) how important it; oil; (4) to what 
extent are all three commoditot esentiali 
(5) doers the dleqree, of intral-fo-tmily nutri ent
dispersion of IC t convince us that no appreciable
infnnt protetin and mineral leprivatio would occur 
if ICGM wero dropped?
A 12/8/03 letter frort the CHl )irector di scouraged
the proposed commodity utilization survey. 
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(3) 	FY 85/86 PL-480 Evaluation Plan:
 

5/15/84 - STATE 142044 requested Mission inputs into the
 
FY 85/86 PL-4C0 evaluation plan and on 6/20/84 CAIRO
 
18759 responded:
 

(a) 	Process Evaluation:
 

As mentioned in the FY 86 ABS (and in the Mission's
 
Nutrition Strategy Statement) we had planned a
 
process evaluation in connection with Phase I of the
 
Weaning Food Supplement activity. In undertaking
 
product development, "consumer satisfaction" involves
 
not only the final food material itself but questions
 
of ingredients, texture, color, odor, package size
 
and 	type, and method of preparation. "Most of these
 
questions have been put forth by various parties as 
reasons why Title II foods may be underused in Egypt".
Likewise in the study of product delivery (also 
planned under Phase I of the Weaning Food Supplement
proposal), modifications to the delivery system would 
be tested. "Integration of food distribution with 
other health activities will be emphasized, including 
nutrition education, targetting and health services, 
without which the food logically would be expected to 
(and we believe is to some extent) used by persons

other than the target group, sold, or fed to animals". 

(b) 14utrJtlon jirpact Evauation (Miethodo]ogy Evaluatjonl: 

Because the MCiI program had been underway 8 years and 
because it was a very homogeneous distribution 
confined to MCII centers, we further stated in CAIRO 
17859 that we thought it would be possible to 
distinguish between those who have received Title II 
foods and thoe who have niot. Furthermore, some 
baseline data had been developed from the 1977 MIT 
and 	 1970/1980 CDC nutrition evaluation studies and we 
concluded CAIR(O 10759 by stating: 

(1) 	 The prercqul1iiiten for a reliable Title II 
nutrition impact evaluation may exist in Egypt. 

(2) 	 The character of the LEgyptian program will change 
nignificantly In the next few yearn with 
convornion from imports to indigenous foodn 
hence, if the nutrition impact evaluation In to 
be undertaken, it should be initiated promptly.
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(3) "USAID wishes to evaluate the nutrition impact of
 
the Title II MCH program using the Senegal model
 
6e, and to complete this evaluation before June
 
1986. Septels will (a) seek AID/W assistance and
 
funding to conduct the pre-evaluation survey to
 
determine whether, in the light of the
 
Rhoda/Callier June 1981 findings, there now
 
exists a sufficient data base to make feasible
 
consideration of nutrition impact evaluation, and
 
(b) seek assistance in identifying evaluation
 
participants and funding".
 

(4) Correspondence with CRS:
 

(A) USAID To CRS:
 

7/3/84 - The FFPO wrote to the Director CRS on the
 
subject "PL-480 Title II MCHI nutrition impact
 
evaluation" (copy attached) stating therein that:
 

(a) We were discussing the feasibility of a nutrition
 
impact evaluation of the Egypt Title II program
 
and we attached a copy of CAIRO 18759.
 

(b) The FFPO had initiated in Senegal, with excellent
 
cooperation with CRS, a similar evaluation, and
 

(c) Whether or not such an evaluation could take
 
place in Egypt depended upon the data base; we
 
asked the CRS Director to help us provide
 
Washington with as much information as possible
 
about advances to the data base subsequent to the
 
publication of the 1981 Rhoda/Callier report; and
 
concluded: "Your most important input, o course,
 
would be to identify those geographic areas where
 
supplies and training were provided to carry out
 
age weight surveillance and which subsequently
 
have been audited to confirm the accuracy and
 
reliability of that work".
 

(B) CRS To USAID:
 

The CRS reply to USAID on 7/8/84 was:
 

(a) Non-responsive to the request for assistance on
 
the principle question of updating Rhoda/Callier,
 
and
 

(b) Totally negative (and defensive) to the idea of a
 
nutrition impact evaluation of more than $51
 
million PL-480 Title II MCII since 1974.
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(5) 	Report to AD/IIRDC:
 

On 8/20/84 the FFPO provided the AD/IJRDC a status report 
on the proposed PL-480 Title II MCII nutrition impact 
evaluation (copy attached) and requested his 
suggestions. Attachment 3 is a copy of the AD/IIRDC reply
dated August 26, 1984 which concluded:
 

"I approve of your obtaining tile necessary TDY
 
assistance to determine if we have the necessary data
 
to conduct the CRS/ICHI evaluation". 

III. Investigations: 

(1) 	 Mission Jequest For Evaluation FeafiilitySuryve, 
and Design Team: 

9/13/84 CAIRO 28110 - This message pur.;ued CAIRO 18759.
First, it reviewed prior evaluation plans principally the 
July 1981 Rhoda/Callier Report which constituted a 
program review. The Report had emerged from an 
anticipated indepth nutrition impact evaluation planned
for the fall of 198] but which Rhoda/Callier determined 
was not feasible due to the absence of an adequate dat.I 
base generated by a program of ny-stematic infant weaning
and maintenance of age weight charts. The report stated 
that a nutrition impact eviluation might be feiblIhie 
three years hence contilnqent upon the then proMpt
installation of an age weight surveillance syntem.
Secondly, our message reviewed a posnible alternative 
data base for the requested eva luation. Thirdly, our 
message (1) reviewed tile justification for a nutritio 
impact evaluation (obiqation to taxpayers for wore than 
50 million cpent); (2) anticipated Iundifinenta1 chalge s in 
the 	 terms of reference of thre MCII protIrami (3) 
acknowledged that the impact evaluatloui might have to be 
abandoned if a featlbility nurvey indicatod non exinitecll 
of the data base. Our m;estagej concluded with it reteulnt 
for 	 (1) travel to Ejgypt of one person to dotermino 
on-s ite tile adequacy of data; (2) desigrn in lJqypt of tile 
evaluation Itsefr' , tile Icope of work and ache.dulel and 
finally (3) if the body of information alreiady ouppipkd 
to Washington indicated that a reliable nutrition iripact 
evaluation (nsmu lar to that conducted In rjenqail) could 
not 	be carried out to no advise the Mi inion. 



APPENDIX 1
 
Page 10 of 16
 

(2) AID/W'n Interim Reply: 

12/]2/84 STATE 369615 responded to CAIRO 28110 (and a
V5-/84--memo Wilder to Sukin) and indicated its
 
willingneri: to asnist. The message 
 stated, however, that
"FVA believes it iJn not possible to carry out a reliable 
retrospective inpact evaluation. FVA has found that

based on past experience with Title II impact evaluations
and recoruondationn; from a recent meeting of evaluation 
experts and Cornell University, confounding variables 
suca as selection hianin mean that It is nearly
imposn-ihle to obtain scientifically accurate renults
retrostpectively on such vitriables an infant mortality.
Nonothel en.-, the otho.r questions; in the (10/5/84
Wilder/!u4kin in.emn) rt.mnain valid and could be addressed in 
an ovaltUtion of a current protiramn and in the planz for 
tht. h :.C over to i idigenous tnods". 

The ?neoS.ni(,j concluded "he noo the next stopl; twoin 

cajtCqo1r les;
 

(1) F'or pi eject ev,,luation now - preparation of budget 
tilld 5L,_Jp-),t of Work. 

(2) For tutut. t-v,)luation of imptaict on :iutritional 
F~tittts:i, Inf,it t tiert-liLty, etc. - die Igin of a feanible 
iIit-oflt i oiili y;t.m j111l, .- n tudie;n ,-u r.nta3 for (lata
Col lct ion) tnlld nllallyfs. I'let.oo ildv i . what types of 

ln i .'t1 0, Or(. r,.quil,.0(, d(.:,irvd til,'lng und iniii(ling 

(3) o, :fc : A1lt/ lwi.. ii cllt ii,,.t to N I - Advc 1./A -"-i Itilce 
SeVt4 0 da t1011- ot1 4, t I j t t o I :1jeIvt :v I ,1t tioll 

?/1 t/l A Id. 4-107 (Coj) y ttched) i) rspols.: t,0 ;TA'P. 
3u (I t) l pili , ('js,q-,O5)CI(ob et ivt.) it di 'ct,.inql MCII 
CvY41 U4 t 13 1 .( whii utsiI 0 t. Jo -idl m I):ict, if any, can 
it. i (Int-1 ( . t th, apPl~t 11 1i I e (it ox ttlt(1y

mllitl i 1,tt )t liltAt if) th - 11 ye'af (U Tite. 
$5J0 

1 MICII
roodd IL jhti~jpt wt tWe Igrmit1 t.tI I,,Wt. . e-. of ob)liqatilon 
to ti| ive' ) !titth-fvpolt Oil thil- ilvet:tin flt. VNe ,r 
thle l oef A il' l5 e taltto)lr-, t j I pit-j l flow". 

Our tle!) y -oat nmi- thi All/)/f' 1i itsLt reo forced
0011 (n t- rt )i t iOW4Abit: vth tI ( r th(- 0bove ob jective 
In fact- W-t atia; -drilte Wt- j jo utj*d 4id snotiqht All)
quit~i fwe whthei, deItietq thtctId .a to prior t o oiopt
W)rk "1tj ftr ciievillitIton por n., ont'-TIY 

ofl,11dgot l 

ildividi.ual Miqla e)ii prtent
-o(11115h t ItIi t1ionrIItddeetomino it tl, t, a snylini ii uponit which to desiiign a
nutritio, im!pmct evAltiialoo of tho inventihontL to date. 

http:I'let.oo
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Our message concluded by requesting the following
 
specific action:
 

(1) Advisc if, based on communications to date, AID/W

experts believe a nutrition impact evaluation of th(

existing CRS MCH program is theoretically possible.
 

(2) Advise if you concur in sending a TDY to Egypt to
 
further test the feasibility.
 

IV. 
AID/W Finding and Final Recommendation:
 

3/15/85 STATE 79341 (copy attached):
 

(1) 	"FVA does not find that the present situation of the

Title II MCH program in Egypt represents an adequate
basis for conducting an evaluation of nutrition impact.

Based on 
a February 25 conversation in AID/Washington

with Rusby and previous reviews of the program, we
 
understand there is no mechanism in place that collects 
the 	nutrition status information on beneficiaries, data
 
essential to assessing nutrition impact".
 

(2) 	"To reitrate and build on 
(STATE 369615) paragraph 2,

FVA's considerable evaluation experience has demonstrated
 
that an impact evaluation should be considered only if
 
reliable data to assess impact exists and if basic 
program operations are adequate so that impact might be 
reasonably expected. Further, 
a recent meeting at

Cornell University on 
nutritional surveillance in
 
evaluation of Food For Peace programs confirms the

experience of Title II evaluations regarding 
retrospective assessment of nutrition impact.
confounding variables such as self rielection 

If 
biases,

aging, secular trends and seasonal effects, are not
controlled for in the course of the program and if 
program characteristics are not well documented, it willbe ImpoSsible to obtain scientifically accurate results.
For these reasons, FVA strongly recommends against
attempting a 	 evaluation theretrospective 	 of nutrition
impact of Egypt's Title II MC program". 

V. Coneunion: 

141 tsioi Acc ptance of Judgement: that Nutrition Impact 

3/20/85 CAIRO 791.4 (copy attached) - In this niessage we: 

(1) 	 Accepted the Judgement and recommendation of FVA not to 
attempt i retrospective evaluation of the nutrition 
impact of Egypt Title II MCH program. 
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(2) 	Indicated our lack of interest in a prospective
 
evaluation of program impact and a standard project
 
evaluation because:
 

(a) The Title II MCH program will soon be phased out and
 
(we thought) replaced with an indigenous program, and
 

(b) Many standard Title IT evaluations have been
 
conducted worldwide and we agree with Washington's
 
judgement previously made that "no significant
 
additional knowledge or insight will be gained by
 
evaluating the Egyptian program".
 

The foregoing indicates a three year earnest effort to
 
conduct a meaningful evaluation of the degree to which
 
the 	MCI! program investment of $75 million achieved its 
purpose of improved nutritional status and contributed to 
the 	Child Survival goal of reduced infant and maternal
 
mortality and morbidity. Our three year effort concluded
 
with a judgement by the best brains and accumulated
 
wisdom in Washington that the nutrition impact evaluation 
was not feasible. The Mission concurred in the
 
Washington judgement.
 

I trust the foregoing adequately describes the Mission's:
 

(a) 	Awareness of the desireability of the audit
 
recommendation No. 2. 

(b) 	Three year attempt to implement the recommendation. 

(c) 	 Use of related evaluations to test the acceptability 
of Title Ii commoditie.s and our prompt action based 
on those results, but. ultimately 

(d) 	 Inability to implement the audit recommcridatlon 
following our very extensive consideration o[ iti 
feasibility.
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UNITED STATES AGENCY for INTERNATIONAL DEVELOPMENT 

CAIRO, EGYPT .July 1, 1986. 

From : Frank B. Kimball, DIR 

To : Joseph Ferri, RIG/A/Cairo (A),
 

Subject : Draft Audit Report, PL 480 Title II, Recommendation No. 2
 

Reconm.ndation No. 2 

"We recom-end that USAID/Egypt have the Title II program managed by CRS 

evaluated in accordance with criteria set forth in All) Handbook 9 (Ch. 13). 

USAID/Egypt Re.ponze: 

USAID believes this recomnendation does not reflect the spirit of current 
Agency and Bureau thinking on evaluation planning. Thie quidance - Ws 
reflected in the recently published ANE Bureau Procedural Guid] ines for 
Evaluation - is that the primary criterion influencing the decision to
evaluate ,-;hould be the lxotential usefulne::s of the tvaluation to the USAlI)

Mission.
 

USAID/Egypt hac; made 'usefulnes" the guiding criterion in recent 
evaluation planning exercises. In several instances USAID has ri:tde a conscious 
decision against co:rfnitting the ,;taff time and financial res;ources necessry
to organize a forixtl evaluation. Ib1is may have ltx -n becatuse Jajor
implernentation probleim were wll docuienUd, or becatie an evaluation wa!s 
seen an having linited utility inthe tbsence of a p1 dnnud fol lo;-on activity.
In such instances, USAID believe., there are other i'.,i-s; of mieeting Agoncy
requirejitLnts for (]ocuWniting project outtcWn2s, thani a forrvil evalui-tion. 'liese
include internal t uch as 'continuou; i;v] f-audit" builtinformnation ici the 
in to the Title II programl int~cd by CRS. '111is; al)proach is -;upporLed by
the lHurvam evaluation gui ,:din :, which hlave to o'ie extent rqCJ))iiced tht. moLtc 
dated llandbouk evaluation ,;ection,4. 

lhe major pro!)lervi with tho Title IT progrn in Igypt areo well known. Any
follow-on activity w.ould b, very differently csig(.d, ba.,ed on l',i:;t 
exp rience . For t:he:;e reasuns;, w do not believu it ut-eiful to conduct i foi.imrv 
evaluation of the C:BS-man,.ld pi.rograin at His tiii. Nor do W,2 ,ccel)t the 
following recsonn for Ixrfotmning an evaluation, cit(2 In the audit rvpo×rt: 

'An ,valtution in ne(edJd to asses, tho oven all imnvxct. of th, i)rogrima 
and to moaure progre:,; toard attaiiJr o!t of progiI objectiv,.,n." 

"An eva lialIon would lbe tuofu] in (letermini l any cango In pro jrairm
direct Ion,; or Im,] evmixnta t:ion t hat wou ld lbn,tIAt that objectlyve 
%cabtcingInfant motnta]Lty and morbidity) i ; we]ll av th, ov(en ll 
objectLive." 

'Tho appropriato levl of renourcea for tho M10I projrrtm can b, 
addre ned through an .valut,Lion." 

http:C:BS-man,.ld
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First, it is methodologically enormously complex - if not impossible - to 
measure program impact on infant mortality/morbidity or even nutritional 
status. This is not unique to the Title II program. There are major 
methodological difficulties in measuring the impact of many other types of 
health interventions, including water/wastewater, oral rehydration etc. There
 
are simply too many intervening variables to single out the impact of any one
 
intervention in the real world. As AID/W has pointed out, it is not very
 
fruitful to continue a discussion of an evaluation at this level.
 

Moreover, the decision to phase-out the program reflects the determination
 
that the original program objectives are of limited relevance in the Egyptian 
context. lere is no shortage of food or widespread malnutrition in Egypt. 
What malnutrition that exists is largely confined to a limited age group - 6 
to 24 months - and is more a problem of maternal education than of poverty or 
food scarcity. These problems - as well as some of the problems with end-use 
of certain camnodities - have xeen acknowledged since 1983. The decision to 
phase out the program was made in FY 84. A new nutrition project is currently 
under consideration, but as currently proposed would have a very different 
design, emphasizing indigenous weaning foods and maternal nutrition 
education. The decision to phase-out, in fact, represents an internal 
evaluation of the relevance of program objectives by USAID. 

If the program were to be continued, an evaluation of the implementation 
proceris and achievem-ient of more proximate objectives might have some utility. 
We do not believe this to be the case. We believe an evaluation would have 
little, if any, impact on the implementation of the current program in view of 
its imninent termination. 1fihe recently completed evaluation of the related, 
CRS nutrition education program is of more direct relevance to the design of 
the proposed indigenous weaning food project, that may eventually follow the 
current Title II program, than any evaluation of the overall Title II program 
could provide at this time.
 

Tile audit report suggests that an evaluation would help to determine 
appropriate program levels, citing examples of centers where the demand for 
dried milk far exceeded available supplies. This is not a convincing 
argument. People generally want more of any free or highly subsidized good. 
Moreover, Title II was not aulthorized to meet a ixiblic demand, but rather to 
address the nutritional needs of a small grot'p of mothers and infants. Our 
experience to-date has taught u3 that the real nutrition problem in Egypt is 
not a question of appropriate Title II program levels or even of effective 
targeting of resources. It is, rather, a problem of developing effective 
nutrition education outreach and acceptable, locally available weaning foods. 
In any event, since annual Title II assistance levels are already programmed 
to decline gradually as part and parcel of an orderly phase-out of the current 
program, this rationale for conducting an evaluation has little relevance. 



APPENDIX 1
 

Page 15 of 16
 

-3-

Conclusion: USAID/Egypt has made a conscious decision not to evaluate this
 
project, based on a combination of factors. These include the difficulties
 
inherent in conducting a valid nutrition impact evaluation; the
 
well-established skepticism regarding the relevance of program objectives in
 
the Egyptian context; availability of camodity distribution data through the
 
program's "continuous self-audit" system; the imminent phase-out of the 
program; and the very different focus of follow-on activities plannCd by 
USAID. In this context, a major, formal evaluation is viewed as having 
limited, if any, utility. Given the staff time and funds necessary to organize 
a formal evaluation by a team of consultants and/or USAID staff, we consider 
the reconmendaltion to conduct an evaluation of the Title II program managed by 
CRS to be contrary to rational evaluation planning practices. 
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DATE, June 16, 1986. 
REPLIY TO 

ATTN OF: HRDC/FFP: Paul Rus 

suPJECT: Draft Audit Report: PL-480 Title II
 
Program in Egypt Managed by CRS - Recommendation No. 5.
 

TO: RIG/A/Cairo (A) William C. Spatt.
 

REF: RIG/A/C-86-257.
 

Recommendation No. 5:
 

We recommend that USAID/Egypt reach agreement with Catholic Relief
 
Services, the Government of Egypt, and AID/W on the disposition of
 
$4.7 million worth of excess commodities remaining from the phased
 
out primary school feeding program.
 

Action Taken:
 

(a) CRS letter dated 4/16/86 (copy attached) advised that 4,632 MT
 
NFDM and 5,708 MT wheat were surplus at the close of the FY 85
 
School Lunch Program. The letter requested AID's authorization
 
to grant the commodities to the Ministry of Education for
 
continuation of the Ministry's on-going biscuit program. The
 
letter provided the formula for utilization of the commodities.
 

(b) On 4/22/86 CAIRO 10107 (copy attached) advised AID/W/FFP about
 
the CRS request and recommended AID/W approval..
 

(c) STATE 149060 dated 5/10/86 .(copy attached) approved the grant
 
and requested periodic reports and certification that the
 
commodities could not be used elsewhere in the Title II program.
 

(d) CAIRO 12684 dated 5/28/86 (copy attached) provided the
 
certification and advised Washington that accountability would
 
be carried, as for all the commodities, in the quarterly

Commodity Recipient Status Report. 

(e) Our letter June 2, 1.986 to CRS (copy attached) completed this 
transaction and requested CRS to charge into the account the 
utilization of NFDM and whole wheat for the school year just 
completed.
 

This completes the action on recommendation No. 5.
 

OPTIOIAL FORM NO, to 
(NKV. I -S)
ODA 'MM 1 (41 CPN) 101 .11.6 
MI 6II4 

OUD, OV1PUP(,EN:T PltINYt'tW o tISlt0 - 361-116 (7190)orrf1C 
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LIST OF RECOMMENDATIONS
 

Page

Recommendation No. 1 	 4
 

We recommend that USAID/Egypt:
 

a. 	qualify its certification under PL 480
 
(Section 401) in regard to the adequacy of
 
storage facilities until needed
 
improvements are made to Government of
 
Egypt warehouses storing PL 480 Title II
 
commodities; and 

b. 	 support further' certifications by
 
obtaining periodic reports from the
 
Catholic Relief Services showing the
 
condition of each warehouse. (Closed upon
 
issuance of the report.)
 

Recommendation No. 2 	 8
 

We recommend that USAID/Egypt have the PL 480
 
Title II program managed by the Catholic
 
Relief Services evaluated in accordance with
 
criteria set forth in AID lHandbook 9 (Chapter
 
13).
 

Recommendation No. 3 	 12
 

We 	 recommend that USAID/Egypt have Catholic
 
Relief Services issue written guidelines or 
instructions to its staff for handling losses
 
and claims that are in accord with AID
 
Handbook requirements.
 

Recommendation No. 4 	 14
 

We recommend that USAID/Egypt have Catholic 
Relief Services properly monitor the Sale of 
Empty Containers account by use of periodic 
reports' from the Government of Egypt 
Inter-Ministerial Committee showing receipts,
 
expenditures and fund balances.
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We recommend that USAID/Egypt reach agreement

with Catholic Relief Services, the Government
 
of Egypt and AID/Washington on the disposition

of $4.7 million of excess commodities
 
remaining from the completed Primary School
 
Feeding Program. (Closed upon issuance of the
 
report.)
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