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FROM: RIG/A/N, Richard C. Thabet?ﬁu/€4w

SUBJECT: Audit of The PL 480 Title I Program in Somalia

This report presents the results of audit of the PL 480 Title I
Program in Somalia, The audit reviewed program results. The
audit objectives were to determine if (1) the program
effectively supplemented Somalia's food supply without
discouraging local production, (2) the goal of enhancing
Somalia's private sector food distripution system was achieved
through public auctions of Title I food, and (3)
USAID/Mogadishu collected tne correct amount of 1985 auction
proceeds as required by the agreement.

Tne PL 480 Title I program did not effectively supplement
Somalia's food supply and discouraged local production.
Further, interference py elements of tne Government of Somalia
imperiled the goal of enhancing Somalia's private sector food
distrioution system through auctions of Title I food to private
traders. In addition, USAID/Mogadishu did not collect the
correct amount of 1985 local <currency proceeds from the
auctions as required by agreement.

Title I food aid to Somalia exceeded annual deficits in food
supplies. At November 1986, 7,007 metric tons of corn and
2,727 metric tons of soft wheat remained unsold in government
warehouses about 15 montns and nad deteriorated. The audit
staff requested a lapboratory analysis of the grain, because of
concerns apout the potential adverse impacts of the
distribution of unwholesome U.S. produced food. The analysis
determined that the grain was unfit for human consumption. 1In
addition, 1006 percent of the 1985 Title I food grain and 92
percent of the 1986 grain arrived in Somalia during the harvest
period - the worst possipble time, The results of the commodity
public auctions were disappointing with only 23 percent of the
food auctioned in 1985 ratner than the planned 40 percent.
Also USAID/Mogadishu did not <collect the correct amount of
proceeds from the 1985 auctions,



o correct tnese pronlems, the report recommends that
JSAID/Mogadisnu (1) reduce tne Title I program by aoout $10
nillion, and verify tnat tne cominodities to pe imported will
>rovide the minimum disincentive to local food production,
'2) take actions to assure that commodity deliveries are
scneduled for pre-harvest periods and are made accordingly,
'3) include provision in PL 480 agreements that preclude
yutside interference in the auctions, and (4) collect from the
sovernment of Somalia the correct amount of 1985 auction
yroceads.,

JSAID/Mogadishu essentially agreed with recommendations 1, 2

ind 3, out disagreed witn tne arguments supporting tnem. The
fission disaqreed witin recommendation 4 and the related
"ationale, put did not supporc their position with

locumentation. In the absence of documentation, we continue to
lake recominendation 4,

»lease advise me witnin 30 days of any additional information
‘elated to actions planned or taken to implement the
"ecommendations., Taank you for the courtesies extended to my
itaff during tne audit.



EXECUTIVE SUMMARY

The U.S. General Accounting Office in a March 1986 report

recommended that the AID Inspector General review the PL 480
program in Somalia, This report was made in response to the
recommendation.,

Under PL 480 Title I, AID provided food through concessionary
loans, to fill the annual gap petween Somalia's food production
and consumption. From 1976 to 1986 the food aid totaled $142
million.

The staff of the Regional Inspector General for Audit, Nairobi
(RIG/A/N) conducted a program results audit of the PL 480 Title
I program. Tne audit objectives were to determine if (1) the
program effectively supplemented Somalia's food supply without
discouraging local production, (2) the goal of ennhancing
Somalia's private sector foou distripution system was achieved
through public auctions of Title I food, and (3)
USAID/Mogadisnu collected the correct amount of 1985 auction
proceeds as required py agreement.

The PL 480 Title I program did not effectively supplement
Somalia's food supp:y and discouraged local production.,.
Further, interference by <elements of the Government of Somalia
imperiled the goal of enhancing Somalia's private sector food
distribution system tnrough auctions of Title I food to private
traders. Also, USAID/Mogadishu did not <collect the <correct
amount of 1985 local currency proceeds from the auctions as
required py agreement.

Monitoring of PL 480 food arrivals, storage and disposition was
improved. Food for Peace Office files contained documentation
on many actions taken or proposed as a result of the monitoring
activity.

Title I food aid to Somalia exceeded annual deficits in food
supplies. At HNovember 1986, 7,007 metric tons of corn and
2,727 metric tons of soft wheat remained unsold in government
warehouses about 15 montns and had deteriorated, The audit
staff rejquested a laboratory analysis of the grain, because of
concerns about the potential adverse impacts of the
distribution of unwholesome U.S. produced food. The analysis
determined that tne dgrain was unfit for human consumption. In
addition, 100 percent of the 1985 Title I food aid and 92
percent of the 1986 aid arrived in Somalia during the harvest
period - the worst possible time. The results of the commodity
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public auctions were disappointing with only 23 percent of the
food auctioned 1in 1985 ratner than the planned 40 percent,
Poor results were expected again in 1986. Also USAID/Mogadishu
did not collect the correct amount of proceeds from the 1985
auctions.

PL 480 legislation states that Title I food aid should not
discourage the domestic production of food py substantially
reducing farmer's prices and profits. This criteria 1is put
into practice by limiting food aid to amounts that offset
annual deficits in food supplies.

But Title I food aid to Somalia exceeded annual food deficits.
For example, USAID/Mogadishu during the summer of 1985 provided
to the Government of Somalia 13,016 metric tons of corn and
7,737 metric tons of soft wheat under the 1985 Title I

agreement., But at November 1986 7,007 metric tons of corn and
2,727 metric tons of soft wheat remained unsold in government
warehouses and had deteriorated. The cause of tnis situation

was USAID/Mogadishu's unwillingness to reduce the Title I
program in line witn 1improved Somalia food production. An
additional factor was the absence of precise data on the food
situation witn wnich to fine-tune tne supplying of Titlz I
commodities, given the smaller food deficits, The <effect was
that @ million dollars of corn and one-nalf million dollars of
soft wheat oecame unfit for consumption, resulting in a loss to
the Government of Somalia of $1.5 million. The report
recommends that USAID/#Mogadishu reduce the Title I program by
about $10 million, and verify that the commodities to be
imported will provide the minimum disincentive to local food
production. USAID/Mogadishu agreed with the recommendation,
put disagreed that the USAID had been unwilling to reduce the
program.

Deliveries of food aid are most effective when they occur 1in
the montns just prior to the major harvest. At that time the
food can best stem hunger resulting from crop shortfalls and
least depress tne prices farmers get for their production.
Nevertneless, 100 percent of the 1985 Title I food grain
(53,314 metric tons) and 92 percent of tne 1986 garain (47,455
metric tons) arrived in Somalia during the harvest period - the
Wworst possiole time. The untimely deliveries were due to poor
planning by USAID/Mogadishu and the Government of Somalia. The
consequence was tnhat food valued at $16 million in 1985 and $12
million in 1986 was not made available during the critical
hungry period. Further, tne consensus of tne donor community
was tnat the timing of deliveries discouraged farm production
because farmers made less profit due to lower prices. In 1985,
for example, maize prices dropped from an average June level of
$.99 (So. Shs. 40) per kilogram to a September level of $.62
(Sso. Shs 25), the period concurrent with the major harvest and
the arrival of Title I corn. The report recommends that
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USAID/Mogadishu take actions to assure that commodity
deliveries are scheduled for pre-narvest periods and are made
accordingly. USAID/Mogadisnhu agreed with the recommendation,
put disagreed that USAID/Mogadisau's planning had been poor,
and that tne timing of deliveries had discouraged local food
production.

A goal of Somalia's Title I program was the enhancement of the
private sector food distrioution system. To acnieve this the
agreements specified tnat 40 percent in 1985 and 45 percent in
1966 of the Title I commodities must e auctioned to private
traders. Results were disappointing in 1985, however, with
only 23 percent of tne food auctioned. In 1986 similar results
were likely ¢to woccur, althougn the final outcome was not
known. The poor results were caused in part by interference by
elements of the Government of Somalia in the auction process,
which discouraged private trader participation. The potential
effect of a continuation of the situation is the collapse of
the puplic auction process as a means of food distribution.
Auctions generate more local <currency for developnment per
metric ton distributed than government distribution. The
future effect of a collapse could pbe an annual reduction in
development funds of $3.2 million (So. Shs. 129.6 million),
pased upon 1985's prices and program levels. The report
recomnends that USAID/Mogadisnu 1include provisions in PL 480
agreenents that preclude outside interference In the auctions.
USAID/Mogadishu agreed with tne recommendation.

Tne 1985 PL 480, Title I agreement witn tne 7Government of
Somalia limits deductions from tne proceeds of the food
auctions to reasonanle ezpenses associated with the auctions.
After deductions the proceeds are deposited to the special
account for use 1n development. USAID/Mogadishu 1incorrectly
included an amount to partially .- fray tne costs of shipping
losses - costs not associated with the auctions - when it
calculated the total allowaonle deductions. 7Tnis occurred
because tne Government of Somalia disputed tne total amount of
deductions and USAID/Mogadisnu apparently allowed the deduction
to resolve the dispute. As a result of tne deduction the funds
made available for dev2lopment ware reduced oy $360,222 of
local currency(So. Snhs. 14,589,000). The audit disclosed that
tne Government of Somalia forwarded an insurance claim for
$483,248 for the full amount of shipping losses to Central Gulf
Line's underwriters in early 1986 - a fact that underscored the
error in allowing the deduction. The report recommends that
USAID/Mogadisnu <collect from tne Government of Somalia the
correct amount of 1985 auction proceeds. USAID/Mogadishu
disayreed with the recommendation, and the related rationale.
Nevertneless, 1in the absence of documentation supporting the
Mission's position, we continue to make the recommendation.
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AUDIT Or
THE PUL 480 TITLE I PROGRAM IN SOMALIA

PART I - INTRODUCTION

A. BACKGROUND

The U.S. General Accounting Office in a March 1986 report,
"FAMINE IN AFRICA: Improving Emergency Food Relief Programs,"
identified the 1984 food aid program for Somalia as the least
successful of five countries surveyed. The report recommended
that the AID Inspector General review the results of all the PL
480 programs in Somalia and identify needed improvements. This
report was made 1In response to tne recommendation.

AID provided tne Goverament of Somalic two types of PL 480 food
aid. Under Title T, AID provided food through councessionary
loans, to fill tne annual gap petween Somalia production and
consumption. Under Title I[, AID donateu food to combat hunger
resulting from periodic droughts and to support ongoing feeding
programs for refugees and others. From 1976 to 1986 the two
types of food aid totaled $271 million: $142 million for Title
I and $129 million for Title II.

Apout 94 percent of tne $59 million Title II funding in
USAID/Mogadisnu's oudgets from 1982 to 1986 was used by the
United Nation's World Food Program, primarily for refugee
support. Missions are not respoasiole for monitoring food
which the United States donates tnrough the World Food Program,
USAID/Mogadisnu was last raguired to wmonitor Title II food aid
in 1984 wnen it monitored $2.9 million in bpilateral emergency
aid given in response to tne Africa-wide drought. Thus
USAID/Mogadishu has focussed since 1984 on the $20 million
annuai Title I program,

Title 1 food aid can oe a valuable development resource for
augmenting local production, ennanciny food security and
reducing malnutrition, providing it is made available under
conditions that support ratner tnan discourage domestic food
production, The local currency denerated from the sale of
Title I food provides tne local government with financial
resourcas to use for development,



B. Audit Objectives and Scope

The staff of the Regional Inspector General for Audit, Nairobi
(RIG/A/N) conducted a program results audit of the PL 480 Title
I program. Tne audit objectives were to determine if:

-- the program effectively supplemented Somalia's food
supply without discouraging local production,

- the goal of ennancing Somalia's private sector food
distribution system was achieved through public auctions
of Title 1 food, "

-- USAID/Mogadishu collected thne correct amount of 1985
auction proceeds as required oy the agreement.

To accomplish tnese objectives, RIG/A/N staff made an audit
from Septemper to HNovemver 1986 in Mogadishu and Baidoa,
Somalia, and in Nairobi, Kenya at the Regional Economic
Development Services Office (REDSO). The audit covered $40
million in program activity budgeted from Octooer 1, 1984
tnrougn Septemper 30, 1986. The audit staff (1) reviewed
USAID/Mogadishu and REDSO correspondence and records, and (2)
interviewed officials of USAID/Mogadisnu, World Bank, United
Nations Food and Agricultural Organization, World Food Progranm,
European Economic Community Delegation, the Government of
Somalia Ministries of Agriculture and ‘dealth, the Agri~ultural
Development Corporation, and otners. The audit staff also made
physical observations of warenhouses and port facilities in
Mogadisnu and of auction activities in Mogadishu and Baidoa.

Except for work tnat focussed on deductions from the local
currency proceeds of the commodity auctions, the audit did not
include a review of the accountanility for and programming of
the local currency proceeds generated from tne PL 480 Title I
program, These matters are the subject of another RIG/A/N
audit. Tne audit was made in accordance with generally
accepted Government auditing standards.



AUDIT OF
THE PL 480 TITLE I PROGRAM IN SOMALIA

PART II - RESULTS OF AUDIT

The PL 480 Title I program did not effectively supplement
Somalia's food supply and discouraged local production.
Further, interference oy elements of the Government of Somalia
imperiled tne goal of enhancing Somalia's private sector food
distribution system througn auctions of Title I food to private
traders. In addition, USAID/Mogadisnu did not collect the
correct amount of 1985 1local <currency proceeds from the
auctions as required oy adreemeat,

Monitoring of Titlz2 I food arrivals, storage and disposition
was lmproved. Earlier deficienclies noted in a report by the
General Accounting Cffice were not present, and Food for Peace
Office files contained docuimentation on many actions taken or
proposed as a result of the monitoring activity.

Title I food aid to Somalia exceeded annual deficits in food
supplies. At HNovemder 1986, 7,007 metric tons of corn and
2,727 mectric tons of soft wneat remained unsold in government
warenouse:s apout 15 months and had deteriorated.

The audit staff reguested a laboratory analysis of the grain,
pecause of concerns apout the potential adverse impacts of the
distribution of unwnolesome U.S. produced food. Tne analysis
determined tnat tne grain was unfit for human consumption. In
addition, 100 percent of the 1985 rlritle I food grain and 92
percent of tne 1986 grain arrived in Somalia during the harvest
period ~ the worst possiole time. [ne results of the commodity
public auctions were disappointing with only 23 percent of the
food auctioned 1in 1985 ratner than tnhe planned 40 percent.
Poor results wer2 expected again in 1986. Also USAID/Mogadishu
did not collect tne co:rect amount of proceeds from the 1985
auctions.

To correct these proplams, the report recommends that (1)
USAID/Mogadishu reduce tne Title I program by about §10
million, and verify tnat the comnodities to be imported will
provide the minimum disincentive to local food production, (2)
take actions to assure that commodity deliveries are scheduled
for pre-narvest periods and are made accordingly, (3) include
provisions in PL 480 agreements that preclude outside
interference 1in tne auctions, and (4) collect from tne
Government of Somalia the correct amount of 1985 auction
proceeds,



A, Findings and Recommendations

1. Thne $20 Million Annual Title I Program Should Be
Reduced

PL 480 1legislation states that Title I food aid should no
discourage tne <domestic production of food by substantially
reducing farmer prices and profits. This criteria is put into
practice by limiting food aid to amounts that offset annual
deficits in food supplies. But Title I food aid to Somalia
excecded annual food deficits, For example, USAID/Mogadishu
during tne summer cf 1985 provided to the Government of Somalia
13,016 metric tons of corn and 7,737 metric tons of soft wheat
under tne 1985 Title I agreement, But at Novemper 1986 7,007
metric tons of corn and 2,727 metric tons of soft wheat
remained in government warehouses unsold and had deteriorated.
The cause of tnhis situation was USAID/Mogadishu's unwillingness
to reduce the Title I program in line with improved Somalia
food production. An additional factor was the absence of
precise data on the food situation with wnich to fine-tune the
supplying of Title I commnodities, given the smaller food
deficits. Tne effect was that a million dollars of corn and
one-nalf million dollars of soft wheat bpecame unfit for
consumption, resulting in a loss to the Government of Somalia
of $1.5 million.

Recommendation No. 1

We recommend that the Director, USAID/Mcgadishu:

a. reduce tne annual Title I program by at least half ($10
million), and

b. review the adequacy of the analysis supporting future
proposed cominodities to verify that tnose selected will
provide the minimum disincentive to local food
production,

Discussion - Pf, 430, Title IV, Section 401 states that no
agricultural commodity may be provided under the law unless the
Secretary of Agriculture has determined that "the distribution
of the commodity in the recipient county will not result in a
supstantial disincentive to or interference with domestic
production or marketing in that country."

In practice to make the determination the Secretary of
Agriculture relies on an annual program analysis furnished by
the USAID of the recipient country. The USAID provides the
analysis to the food Aid Supcommittee of the Interagency
Development Ccoordinating Committee, The Subcommittee is
chaired oy tne U.S. Department of Agriculture (USDA).



An important element of the analysis 1is a section making the
disincentive analysis to support tne determination required by
section 401 of PL 480, Title 1V, The disincentive analysis
provides information on prices and marketing of bpoth program
and substitutavle comnodities.

The PL 480 legislation and tne programming analysis estaonlish
the framework witnin whicn commodities are to ve furnisned. A
primary oojective of tne analysis is to ascertain the types and
levels of commodities that can oeslt pbe provided. Althougn tne
analysis can pe quite complex, usually this means determining
tne food tnat would ve needed to offset the recipient country's
annual deficits in food supplies. Such Juantities are bpelieved
to least disrupt tne country's agricultural economy.

In 1985 and 1986, however, food supplied to the Government of
Somalia was excessive. For example, USAID/Mogadisnu during the
summer of 1985 provided to tne Government of Somalia 13,016
netric tons of corn and 7,737 metcric tons of soft wneat under
the 1985 Title I agreement., But at Novemper 1936 7,007 metric
tons of corn and 2,727 mecric tons of soft wneat remained
undistriputed 1in government wara=houses., This occurraed because
inadequate demand existed for tne commodities.

Tne Audit Staff inspected the 1985 Title I corn and soft wheat
in several warenouses. Because of tne grain's deteriorated
condition, tne audit staff regquested tnhat the Mission obtain a
laboratory analysis. Tne audit staff was concerned aoout
potential narm to consumer nealth and adverse puplicity for the
U.S. snould tne Goverament of Soialia distripbute nearly 10,000
metric tons of unwnolesome U.S produced food. The Mission
suoseguently ootained from tne Ministry of Healtn a laovoratory
report tnat concluded that tne 1985 Title I corn and soft wheat
were unfit for numan consumption, pbased on the random samples
analyzed. A copy of tne report was forwarded to the Government
of Somalia's custodian of tne grain for appropriate action.
Shortly pefore publication of the audit repor., the audit staff
was notified tnat tne Minister of Agriculture was hnaving
additional tests made, pecause of tne magnitude of the economic
decision related to tne disposal of tne grain.

From 1980 <cto 19¢5 the food situation in Somalia changed
greatly. In 139380, Somalia nad a food grain shortage. According
to a report oy the Food and Adgricultural Organization of the
United Nations, Somalia nad a food drain requirement. of 511,000
metric tons and availaple supplies of only 481,000 metric tons
in 1980. But in 19385 availaole supplies of 756,000 metric tons
eXceeded the requirement of 606,000 metric tons by 150,000
metric tons (see Exninit 1), Tne changed situation was
primarily due to 1increases 1n production for sorghum of 95
percent and for corn of 168 percent.



The picture for concessional imports contradicted the improved
supply picture. From 1980 to 1985 <concessional inmports
increased 200 percent. Tne trend for Title I followed that of
all concessional imports, increasing 96 percent from a low in
1979 of 33,000 metric tons to a 1985 and 1986 level of about
65,000 metric tons (see EXnioit 2).

The Somalia food situation at the time of the audit continued
to be ilmproved. A November 2, 1986 USAID caple stated that a
staff element of tne Ministry of Agriculture (The Early Warning
System Department) "nas determined tnat food production plus
carry-over stocks from last year plus imports less consumption
will give Somalia approximately 750,000 metric tons of grains
for carry--over 1into 1987. This eguates to a one vyear
requirenent plus approximately 200,090 metric tons.”

Fariners were experiencing severe pressures on profits in 1986,
Information supplied to tne Food for Peace O0Office by an
agricultural project official 2stimated tnat traditional
farmers in tne Lower Snepelle region of €,ralia  would
experience a 51 percent reduction in net profits rrom 1985 to
1986. In fact th2 profits reduction would oe even greater
pecause the estimate uarealistically assuinad tnat the
Government of Somalia could successfully support the price of
corn at §$.37 (So. Sns. 15). Because of limiced funds the
government nad purchased only a fraction of the total
production at that price. Thus, tne farmers would experience
an actual profits sJgueeze more severe than estimated.

Given the changed Somalia food situation between 1980 and 1985
USAID/Mogadishu should have redoupled its efforts to analyze
the food picture. But the audit disclosed a qJuestionable
pattern of analysis.

On October 16, 1984 USAID/Mogadishu made the following food
production deficit assessment: "Based on what looks 1like a
record harvest.,.and no expectation of a drought..., the
mission does not expect any serious food proolems for Somalia.,
Total production plus commercial imports should be at least 25
percent nigher..." On November 27, 1984 tne Mission forwarded
a request for 11,000 metric tons of corn and 60,000 metric tons
of otner commodities. In a Decemoer 26, 1984 PL 480 programming
caple, USAID/Mogadisihu stated tnat based on current deficiency
of agricultural inputs, an 1inadeguate distribution system of
river water, and low flow of water from watershed areas, tne
Mission estimated that one-nalf of present corn narvest will oe
lost. Tnerefore Title I <corn would not suppress producer
prices. Another programmning cable dated January 13, 1985
stated tnat the Mission and the Government of Somalia estimate
tnat 85 percent of tne corn crop would pe lost due to a drougnt
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and lack of fuel to run irrigation pumps. A caole dated April
16, 1985 stated tnat tne anticipacted shorcfall in maize
production appeared to nave only partially materialized.

The foregoing pattern of analyses was Juestionaole in tne lignt
of ctine accual 42 percent increase in 1985 corn production over
1984 . Wnetner tne dnalysis wWas inadegquacte due to unreliaple
data or contlicting opinion Witnin the Mission or between
various organizactions making estimates was unclear.

The apsence 0Of relianle data on Somalia's food situation
certainly nampered USAIpn/ilogadisnu's efforts at analyzing tne
food situatcion, various USAID/Mngadishu cable traffic
specifically pointed out tpne unreliaoility of the data used in
tne various analyses. At tne time of the audit relianilit; nad
recently 1nmproved as a result of work done py an European
Econonic Comiunity funded staff unit at the Somalia Ministry of
Agriculcure.

A January 1986 draft report prepared jointly oy the Government
of Somalia, tne World Banxk, USAID/Mogadisnu and other donors
pointed out che pronlems in continuing concessional food aid at
past levals., Tne report pointed out tnat planned concessional
food aid, excluding that for refugees, was great, an amount
rougnly nalf tne ordinary expenditures of tne Government of
Somalia.

The report further stated tnat concessionary levels of roughly
nalf of planned levels, witn 1i1mproved commodity selection,
would least disrupt market prices., The report stated that from
"an agricultural development point of view, imports in excess
of [half ctne planned anount] would pe 2xcessive and uch more
than tals would e disastrous for incentives." Given the
evident waste and ineffectiveness of tne Title I program at
past levels of avoout $20 million annually, USAID/Mogadishu
snould reduce cthe program by at least nalf, and review the
commodity import candidates to select tne least disruptive to
local markets.

Better cominodity selection at reduced program levels should
eliminate tne waste tnat nas occurred as a result of providing
excessive Title I food to tne Goverament of Somalia. Providing
eXcessive food resulted 1n one million dollars of corn and
one-nalt illion dollars of soft wheat remalning unsold in
governnment wWarenouses. Tne comnodities opecame unfit for
consumpcion, resulting in a Joss to tne Government of Somalia
of $1.5 million.

In conclusion, USAID/Mogadishu snould take immediate steps to
reduce tne FL 480 vritle I prograin. Further, tne adeguacy of
the analyses supporting future proposed imports should be
reviewed py tne Mission Director to verify that those selected
will provide the minimum disincentive to local food production.



Management Comments

Management essentially agreed with the report's recommendation.

Management disagreed nowever, that USAID/Mogadishu was unwilling
to reduce the Title I progran. Management stated that the
absence of accurate and timely data caused thne surplus corn
deliveries, and tanat at the time the corn was ordered the best
availaple 1information indicated the corn would be needed.
Tnus, the unanticipated 1985 bumper <crop of corn was the
primary reason tne Title I c¢orn exceeded tne deficit, rather
than tne Mission's unwillingness to reduce the Title I program.

Office of Inspector General Commnents

Tne ansence of accurate and timely data certainly was a major
factor in the corn and so0ft wheat deliveries exceeding thne
deficit. We stated tnis 1In tne report. Hevertneless, the
Mission did not reduce tne Title I program, even though
Somalia's food picture improved greatly petween 1980 and 1985.
Future decreases 1in tne program's levels will one the best
indication of tne Mission's willingness to reduce tne program.



2. Untimely Title I Food Déliveries Ineffectively Supplamented
The Food Supply And Discouraged Domestic Production

Deliveries of food aid are most effective when they occur in
the months just prior to the major harvest. At that time the
food can onest stem hunger resulting from crop shortfalls and
least depress tne prices farmers get for tneir production.
Nevertheless, 100 percent of the 1985 Title I food grain
(53,314 metric tons) and 92 percent of tne 1986 grain (47,455
metric tons) arrived in Somalia during tne nharvest period - the
worst possionle time. The untimely deliveries were due to poor
planning by USAID/Mogadishu and the Government of Somalia. The
conseguence was that food valued at $16 million in 1985 and $12
million in 1986 was not made available during the critical
hungry period. Furtner, tne consensus of tne donor comnunity
was tnat the timing of deliveries discouraged farm production
because farmers made less profit dus to lower prices. In 1985,
for example, malze prices dropped from an average June level of
$.99 (So. Sns. 40) per kilogram to a Septemoper level of $.62
(So. Sns. 25), tne p=riod concurrent with tne major harvest and
tne arrival of Title I corn,

Recomnendation No. 2

We recommend that the Director, USAID/Mogadishu, in
coordination witn tne Assistant Administrator, Bureau for Food
and vVoluntary Assistance and appropriate elements of the U.S.
Department of Agriculture, take steps to:

obtain early completion of the 7Title I agreement, or
otherwise complete arrangements to ensure commodities
arrive during pre-harvest periods, and

n. facilitate tne Government of Somalia opening letters of
credit in a timely manner.

Discussion - AID Policy Paper, "Food and Agricultural
Development,"” dated May 1982 states that "PL 480 food aid can
be a wvaluable development resource, provided it 1s made
availanle under conditions tnat support ratner than discourage
domestic food and agricultural production.” An important
aspect of the conditions under wnicn food s provided is the
timing of its delivery. Large food deliveries at harvest time
necessarily entail tne largest adverse price impact, since the
narvest 1s the period of largest supply. Lower prices result
in lower profits and discourage the addition of farmed acreage
and investment in inputs for existing acreage.




Tne best times for delivery are the months just prior to the
major narvest. An AID consultant, ABT Associates, has
characterized tnese months as the "critical hungry period."
Deliveries during the critical nungry period have several
advantages, In the event of food shortages, food 1is made
availapvle to staim nunger and malnutrition. Food production is
ennanced ovecause crops are not prematurely harvested. And food
production 1s least discouraged oecause farm prices and profits
are least diminisned.

Nearly all Title I food deliveries to Somalia in 1985 and 1986
arrived at ‘tne worst possiple time, tne narvest months, and
none arrived at tne pest time, the critical nungry period. In
1985 four snips (Delta Mar, Sea King, Kaliope and HNancy Lykes)
delivered 53,314 metric tons of rice, corn, flour and wneat to
tne Somalia ports of Mogadishu and Berbera. All tne food was
offloaded during the harvest montns: 9,286 metric tons in July
and 44,028 metric tons in August,

In 1986 five ships (Spirit of Texas, daria Glyptis, vulcan,
Tnompson Lykes and Flisvos) delivered 51,316 metric tons of
rice, flour and wheaat. Apout 92 percent of tne food was
offloaded during the narvest montns: 26,251 metric tens in
August and 21,204 in September. The eight percent balance,
3,861 metric tons of flour, was offloaded in Octooer. Thus 1in
tne 1985-86 period Somalia received 96 percent of the food
during tne najor narvest montns of July, August and September.
None was received during tne May-June critical hungry period.

The untimely deliveries were primarily caused oy two factors.
First, USAID/Mogadisnu did not complete agreements in 1985 and
1986 early enougn to permit arrival of the comodities pefore
harvest, In past years about five months were required from
tne time the agreement was signed until tne comnodities
arrived. But tne agreement was not signed in 1985 until March
24 and 1in 1986 until Feoruary 27. Altnougn tne USAID requested
pre-narvest delivery, as a practical matter delivery was likely
during narvest,

Second, tne Government of Somalia did not open letters of
credit for freignt in a timely manner. Tne agreements reguired
that tne Government of Somalia arrange dollar letters of credit
for the estimacted cost of freignt prior to the presentation of
vessels for loading. Tnus, any delay 1in arranging for the
letters necessary delayed the commodity snipment.,

USAID/Mogadishu officials also mentioned other obstacles to
timely delivery. None of tne oostacles appeared to be
insurmountanle provided tney were anticipated early and top
level attention was given oy USAID/Mogadisnu and Bureau for
Food and Voluntary Assistance in Washington.,
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The untimely deliveries had significant adverse effects,
Foremost was tne ineffective utilization of food valued at $16
million in 1985 and $12 million in 1986, since tne food was not
made availaple during the critical hungry period. An
additional adverse effect was tne depr=2ssion of pcoducer prices
and tine resulting discouragement of daomestic production.

The many factors impacting a commodity's supply and demand
prevented ascertaining tne precise effect on prices of the
Title I food arrivals., However, food grain imports accounted
for avout nalf of the average annual food grain available for
consumption from 1980 to 1985, and donor and concessional
imports were almost two thirds of total imports. An April 1986
USAID report on Somalia food grain supply and demand pcinted
out that prices fluctuated <consideraply during 1985. The
report further stated tnat demand for staple foods was
inelastic and that small c¢nanges in supply nave a relatively
large effect on prices. Given this perspective, the arrival of
Title I food necessarily nad a significant impact on food grain
prices.

In 1985, for example, maize prices dropped 38 percent from an
average June level of $.99 (So. Shs. 40) per kilogram to a
Septemper level of about $.62 (So. Shs. 25), the period
concurrent witn tne major narvest and the arrival of Title I
corn, A USAID/Somalia report on the 1985 commodity auction
pointed out tnhat sorghum and corn are substitutaole, and that
sorghum also experienced a "great drop in price" of 30
percent. On tne wnole supplies were sufficient to limit the
1985 food price index increase to 7.7 percent, 2ven though the
general price index increased 25.9 percent,

Representatives from Cooperative for American Relief Everywhere
(CARE), European Econvinic Comnunity, World Food Program, and
United Nations Food and Agricultural Organization all expressed
concern anout tne timing of tne food deliveries. The CARE
representative stated that US food arrivals at parvest time
depressed prices. Conseguently tnose refugees who sold part of
thelr rations for needed cash could not get mucn for them.

The World Food Program representative stated the same view. He
pointed out that in October some refugees were selling maize at
$.05 to $.07 (Sso. Sns. 2 or 3) per kilogram even thougn the
Government of Somalia was trying unsuccessfully to support the
price at $.37 (So. Shs. 13). Tne consensus of tne donor
community was that the timing of deliveries 1 wered farmer's
prices therepy discouraging domestic production,



To acnieve future timely deliveries of commodity imports and to
avoid disrupting Somalia's agricultural economy, the
USAID/Mogadishu should complete Title I agreements early enough
to ensure commodities arrive during pre-harvest periods.
Fur ther, USAID/Mogadisnu should act to facilitate the
Government of Somalia opening letters of credit in a timely
manner so0 tpat timely snipping is not obstructed,

Management comments

Management essentially agreed witn the report's recommendation,
put disagreed tnat tne untimely deliveries were due to poor
planning oy USAID/Mogadishu. Management pointed out that the
agreement was signed ta Marcn and deliveries were programmed to
arrive oefore the aarsest period. The Government of Somalia
was responsible for planning snipping and arrival dates and
delayed making an order, waiting for prices to drop.

Management also disagreed tnat the untimely deliveries
discouraged local production. HManagement pointed out that very
little of tne corn entered tne market, and tnen only at prices
much lower than those for Somalia corn. Further, tne drop 1in
corn prices petween June and Septemoer 1935 was due to tne
punper crop, and tne small amount of PL 480 corn had a minor
impact. Witn respect to the soft wneat, management pointed out
that soft wheat 1is not produced in Somalia and there is little
nard evidence tnat soft wneat 1s substituted for other grains
in tne Somalia diet.

Office of Inspector General Conmnents

We stated 1in tne report cnat tne USAID regquested pre-narvest
delivery, but as a practical matter delivery was likely during
harvest, since past eexperience 1ndicated delivery took apout
five montns from completion of tne agreement. We also stated
tnat tne Government of 3omalia's poor planning was an important
factor in tne untimely deliveries.

With respect to whetner tne untimely deliveries discouraged
locai production, we think the report nandled the matter
fairly. Tne report stated ctnat tne many factors impacting a
commodity's supply and demand prevented ascertaining the
precise effectt on prices of tne Title I food arrivals.
Nevertheless, the HMission stated itself in a Food Grain Supply
and Demand Report dated Apcil 28, 1986 tnat "arrival of tne
1985 non-refugee food assistance in Somalia was 1il1ll spaced and
timed... The nuge drop 1n tne price of corn ..., apout 36
percent, 1s due 1in great part to the arrival c¢f Title I
commodities." Witn respect to tne soft whaeat, experts we
consulted disagreed with the Mission's assertion that soft
wheat is not substituted for other grains in tne Somalia diet.
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3. Interference Imperils Auction Process

A goal of Somalia's Title I program was the ennhancement of the
private sector food distripution system. To achieve this the

agreements required tnat 40 percent in 1985 and 45 percent in
1986 of tne Title [ cumnodities oe auctioned to private
traders. Results were disappointing in 1985, nowever, with
only 23 percent of tne food auctioned. In 1986 similar results
were likely to occur, altihough tne final outcome was not
known. The poor results were caused in part by interference by
elements of tne Govaernment of Somalia in the auction process,
wnich discouraged private trader participation. Thne potential
effect of 4 continuation of the situation 1is the collapse of
tne puolic auction process as a neans of food distripution.
Auctions generate more local currency for development per
metric ton distriouted tnan government distrioution. Tne
future eftect of a collapse could oe an annual reduction in
development £founds of $3.2 million (So. Shs. 129.6 million),
pased upon 1985's prices and program lavels,

rReconmmnandation No., 3

We recominand tnat cwne Director USAID/Mogadishu include 1in
future agreenents Jitn tne Goverament of Somalia:

a. a clause
(Ente Ha
cominoditlie

excluding the government marketing corporation
tionale per 11 Coinerclio) from handling
5 destined for auction,

D. a clause statling tnatc auction procedures cannot pe
altered atter olds are invited.

Discussion - Section B of tae 1935 and 1986 Memorandum of
Understandings oetween the Sovernnment of Somalia and tne U.S.
Government stated tnact "tne Intent of the auctions is to
encourage tne participation of the Somali Private Sector in
food distrioution"”. ro acnieve tals, 40 percent of tne
commodities 1n 1935 and 45 percent in 1986 were to pbe sold to
private trad=rs at puolic auctions,

Tne 1985 auction results were disappointing., Of 8,301 metric
ton: of corn and soft wneat offered for sale, less tnan two
percent was s0ld. Overall, 40 percent of tne comnodities
snipped to Somalia in 1985 was allocated to auctions, but only
23 percent was actually sold.

The poor 1985 reosults were caused in part by elements of the
Government of Somalia interfering with the auction process,



For example, when the 1985 Berbera auction was in progress an
"order" was received from military autnorities to reserve all
vegetaple oil for the army. FREven though the demand for oil was
nigh, traders were unwilling to pid for oil, Tne traders
feared they would lose their deposits and tne oil would
eventually oe confiscated,. Tnis resulted 1in 1,134 drums of
unsold oil which were later aroitrarily allocated to traders
designated by tne auction comnittee. The resolution of tnis
matter delayed the auction for apout two weeks and discouraged
private traders.

After receiving oids during the 1985 Mogadistu auction, out
vpefore tne winners were announced, tne Ministry of Comnerce
interfered. Tne Ministry wanted maxiinum lot sizes reduced by
nalf from tnat prcarranged in the 1985 Memorandum of
Understanding. Tae HMinistry also wanted comnodities allocated
to winners on a reglional pasis - an allocation specifically
precluded oy tne HMemorandum of Understanding., Tne twWo matcters
unduly delayed completion of tne dauction process and discouraged
private traders.

Tne 1nitial 1986 auctions neld at Baidoa and Mogadisnu did not
attract enougn traders to puy all tne comnodities offered for
sale, opernaps due to the 1985 experience, The auction
committee decidead to repeat auctions at thnese locations to sell
tne remaining conmnodities. Tnhese auctions were being conducted
at tne tinme of tne audit. AID officials anticipated tnat only
75 percent of the comnodities offered at all auctions in 1986
would pe sold.

Tne initi1al 1986 auction at Baidoa was held in early
Septemnoer. By warly HNovemoer some traders who nad won »oids in
tne auction aad not received their conmnmolities oecause the
government  narketlilg corporatcion (Ente  Natlonale per il
Commercin) aad not delivered tnem to Baidoa. AID officials
attributed e delay to internal Government  of Somalia
vpickering. Tne delay caused traders unnecessary notel
expenses, time away ELrom otner pusiness, and inconvenience -
soime traders lived in tnelr trucks while waiting.

Tne long delay and trodnlesome waliting resulting from
Government interference in  tne auction made some private
traders e¥pr=2ss  an undlllingness to  take part in  future
auctions. Government intervention of tnis sort endangered tne
viapility of tne punlic auction process, and could lead to its
eventual collapse.



commodities sold at public auctions dgenerate nore local
currency than those sold to puoplic institutions. If the
auctions fail, the extra amount of local <currency generated
from punlic auction sales will e lost. Tne result would be an
annual reduction in development funds of $3.2 million (So. Shs.
129.6 million), oased upon 1985 prices and program levels.

To prevent interference 1n the auction process and the
consequent adverse erffects, USAID/Mogadisnu snould include two
additional clauses in future agreements with tne Government of
Somalia. First, tne government marketing corporation should oe
excluded from aandling commodities destined for auction.
Second, c¢nanges 1n auction procedures should pe specifically
proninited after oids are invited.

Manageinent Comnents

The Mission generally agreed with tnis finding, but guestioned
tne practicality of tne recommandation to exclude the
government mdarketing corporation from handling commodities
destined for tane audction, Tae Mission doubted that tne
Government of Somalia would agree to nave a private sector
enterprise nandle tne Title I commodities, particularly since
tne Government of Somalia 13 tne owner of tne commodities. Tne
mission suggested tnat tne recommendation pe reworded to say
tne Mission should "make every effort" to exclude the
government narketing corporation from nandling commodities
destined for tne auction.

Office of Inspector General Conmnents

We acknowledge tne Mission's concern tnat implementation will
pe difficult., We agree to take into account tnhe efforts made
DY tne Mission to implement tne recommendation when we consider
closure, Wa prefer, nowever, not c0 cnange the
recommendation's wording.



AID Snould Recover $360,222 In Local Currency for the
Special Account

The 1985 PL 480 Title I agreement with the Government of
Somalia limits deductions from the proceeds of tne food
auctions to rzasonable expenses associated with the auctions.
After dJdeductions tae proceeds are deposited to the special

account for wuse in development., JSAID/Mogadishu incorrectly
included an amount to partially defray tne costs of shipping
losses - costs not associated witn the aucticns - when it
calculated the total allowanle deductions, This occurred

pecause tne Government of Somalia disputed the total amount of
deductions and USAID/Mogadishu apparently allowed tne deduction
to resolve tne dispute. As a result of tne deduction tne funds
made availaole for development were reduced by $360,222 of
loca! currency (So. Sns. 14,589,000). The audit disclosed tnat
tne Government of Somalia forwarded a. insurance claim for
$483,348 for the full amount of tne shipping losses to Central
Gulf Line's underwriters in early 1986 - a fact that
underscored tne error in allowing the deduction,

rRecommendation No. 4

We recommand tnat tne Director, USAID/Mogadishu collect fromn
tne Government of Somalia an additional deposit to the special
account of So. shs. 14,589,000.

Discussicn - Under tne 1985 Memorandum of Understanding between
the Government of Somalia and AID, tne Government agreed to
purcnase 70,400 metric tons of food (rice, corn, wheat, flour,
vagetanle oi1l). Tne Government furtner agreed tce sell at
pupblic auccions 238,160 wmetric tons or 40% of the total food
purcnased. An amount of local currency egual to tne auctions'
proceads, less recasonanle expenses associated with the
auctions, was to e deposited to tne special account,
Reasonanle expenses ware set on  actual costs and included
taxes, port clearance, transportation, storage, and auction
conmittee expenses,

The audit disclosed that USAID/Mogadisnu 1incorrectly allowed

snipping losses as an exXxpense - an expense not associated with
tne auctions - when collecting from the Government of Somalia
for tne special account. Total auction proceeds were So. Sns.
511,090,696 . USAID/Mogadisnu allowed a deduction of So. Shs.

70,804,534 for taxes and So. Sns. 87,403,971 for other
reasonanle expenses, leaving So. 3hs., 352,882,191 for deposit
in tne special account. Tne amount fcr deposit was understated
because the So. Sns. 87,403,971 deduction amount included

So. Shs. 14,589,000 (one So. Sns. per kilogram of commodity) to
partially defray tne costs of snipping losses,
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Snipping losses occurred during offloading at tne Hortnern port
of Berbera wnen lasn parges of tne Gulf Line's snip, Delra Mar
collided with one anotner. one ovarge sank and seven were
damaged as a result of 65 knots wind-tossed seas. Water damage
occurred to 1,066 metric tons of flour, 479 of rice and 30 of
wheat.,

Tne error in allowing this deduction was underscored by the
fact tnhat tne Government of 3omalia forwarded a4 claim of
$483,348 for the full amount of snipping losses to Central Gulf
Line's underwriters 1in early 1986. As a conseguence of the
claim, and tne allowed deduction from tnhe auction proceeds, thne
Government of Somalia inay oenefit twice from tne commodity loss.

The 1ncorrect deduction was propably made to resolve a large
difference petween tne  total  deductions claimed oy tne
Government of Somalia and tne total deduction as calculated vy
USAID/Mogadisnu. Tne Government of Somalia claimed a total
deduction of 37 percent of tne auction proceeds, whicn was

So. Shs. 139,103,550 ($4,669,223). Tne USAID/Mogadishu
calculation, however, was pasced on estimated actual costs. Had
USAID/Mojadisnu  not allowed for the sphipping losses, 1its
calculation of tne total deductions would have been So. Shs.
143,619,505 ($3,546,160). Tnls Wwas So, Sns. 45,484,045
($1,123,063) less tnan the claim by the Government of Somalia.
Tnus, tne deduction 2f So. Sns. 14,539,000 ($360,222) was
pronanly allowed to relieve tne tensions generated oy the large
difference.

Tne effecc of incorrectly allowing tne deduction was to reduce
tne local currency/ generatlion Lrom tne auction oy So. Sns.
14,589,000, tne eyulvalent of $360,222 at an exchange rate of
So. Sns. 40.5 per tne dollar. Part II of the 1985 agreement
reqitired tne Government of Somalia to use the local currency
generation for various self-nelp measures. Tnus, developnent
funding wWas curtail2d oy utne extent of tne incorrect deduction
for sanlpping losses.,

To owtaln additional ftunds tfor development, USAID/Mogadishu
snould collect an additional deposit to tne special account in
tne amount of tne Laproper deduction,

Management Coaments

The Mission stated tnat there was no connection between the So.
Sns. 14,539,000 auction expense and tne lash parge commodity
losses in Berpera for Jnicn tne Government of Somalia nad made
an insurance claim. Tals report section, according to the
Mission, was confusing oecause 1t was not consistent with
actual events as rememnered by Mission staff. Tne Mission
stated tnat the expense was associated with unexpected costs
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related to the grounding of tne vessel, Sea King. Further, tne
Mission stated that tne expense was agreed upon oy tne Mission
and tne Governmenc of Somalia oefore tne auction. Tne Mission
concluded tnat tne recommendation was not valid and should be
excluded from the report since tne Mission had made sure that
tne Government of Somalia only deducted agreed upon auccion
e¥penses,

Office of Inspector General Commants

An April 28, 1986 letcer from the Mission Director to the
Minister of ®inance stated tnat "tne auction costs included an
amount to nelp defray the losses of uninsured commodities."”
The lasn oparge collisions caused tne only 1935 comnodities
losses. Hence, we concluded tne deduction was related to that
event. Tne Sea King costs referred to by tne Mission did not
involve commodity losses. During tne audit, Mission staff were
unaple to provide any additional documentation on the
deduction, including any pre-auction agreement.

In any event, tne Memorandum of Understanding limits deductions
to reasonanle expenses associated with the auctions, but botn
events, tne sSea King grounding and tne lasn oarge losses, were
not associated wita the auctions, In the absence of
documentary evidence estaolisning otner facts, we continue to
imake tne recomnendation.,



B. Compliance and Internal Controls

As discussed in finding No. 4 of tne report, USAID/Mogadishu
did not comply witn tne reguirement in the 19385 Memorandum of
Understanding to limit deduction from the auctions' proceeds to
tne costs assoclated witn tne auctions. Otner than tne
conditions stated apove, notning came to the auditors'
attention that would indicate untested items were not in
compliance witn applicaole laws and regqulations.

During tais audit the staff of RIG/A/N was making another audit
covering tne accountaoility for and tne programming of tne
local currency proceeds generated from tne PL 4380 program, To
avoid duplication of effort this audit focussed on results and
limited cowmpliance testing to tne item discussed in finding HNo.
4. Witn respect to internal controls, witnin tne scope of this
audit notaning came to tne auditors' attention that would
indicate any significant weakness.



C. Other Pertinent Matters

The U.S. General Accounting Office in a March 1986 report
pointed out three areas requiring improvement that were not
previously addressed in this report: (1) USAID/Mogadishu
monitoring of PL 430 food arrivals, storage and disposition,
(2) questionaole storage conditions for U.S,-provided food, and
(3) tne sale of Title I commodities to puwlic institutions at
nignly suvsidized prices,

Tne audit disclosed that USAID/Mogadishu monitoring in 1985 and
193¢ was 4good and evidently greatly improved over the' 1983 -
1984 monitoring tnat concerned tne U.S. General Accounting
Office. 'ne Mlssion Director or Food for Peace Officers
regularly attended various donor <coordinating sessions. and
ypserved snlp arrivals, offloading, storage, and dictripution
or auction of Ticle I comnodities, In addition USAID/Mogadishu
1ired two food wmonitors in 1985 and 19386 during tne Dpusy
periods of Augjust tnrough Hovemper. Tne Food for Peace Office
files contained documentation on many actions taken or proposed
as a resulc of che monitoring activity,

Pne questionavle storage conditions opserved earlier bpy tne
J.5. General Accounting Office were observed ny RIG/A/N also.
RIG/A/N found »nags broken and stacked so0 poorly tnat a count
vas proninited, The warenouses wWere oadly 1in need of
renabilitation,

'ne Food and Agriculture Organization (FAO) of the United
Jations addressed tnese matters in an August 1986 report that
cecoiminended that tne Government of Somalia ask donors to help
yitn an estimation of warenouse renaoilitation needs. The
ceport also called for greater empnasis on warenouse manageinent
racticas, including stock manageiment, inventory control,

record k=22oping, and pest nanagement. The FAO Mission
recommended tnat a warenouse operations specialist ve nired to
Jevelop and introduce improved warehouse management

yrocedures. We also recommend tnis undertaking if funding can
ye arranged,

fne practice of selling Title I commodities to public
.nstitutions a4t nignly suosidized prices had peen largely
corrected. Sales were peing nade at tne eguivalent of tne U.S.
lelivered prices, and a regular program of moving the official
:Xcnange rate up to the market rate nad largely ended the
sunsidized aspect of tne sales.



AUDIT OF THE P.L.

480 TITLE I PROGRAM

IN SOMALIA

PART III - EXHIBITS AND APPENDICES



AVAILABILITIES
PEQUIREMENTS

(DEFICIT)/SURPLUS

SOMALIA'S FOODGRAIN REQUIREMENTS
AND AVAILABILITIES
1980 - 1985
(METRIC TONS)

EXHIBIT |

1980 1981 1982 1983 1984 1985

431,300 650,300 583,000 626,000 719,300 756,500
511,300 525,700 540,900 558,300 587,800 606,400
(30,000) 124,600 42,100 67,700 131,500 150,100

Source: Food and Adricultural Organization's Report of Food Security Review
Mission to Somalia, dated August 1936.



PL 480 TITLE I DELIVERIES TO SOMALIA
1978 - 1986
(METRIC TONS)

RICE
VEGETA3LE OIL

CORN
WHEAT/WHEAT FLOUR

TOTALS

VALUE($MILLIONS)

RICE
VEGETABLE OIL
CORN

WHEAT

WHEAT FLOUR

TOTALS

VALUE ($MILLIONS)

RICE
VEGETABLE OIL
CORN

WHEAT

WHEAT FLOUR

TOTALS

VALUE ($ MILLIONS)

1/ Includes $4.1 million ocean freight.

Source: Food For Peace Office files,

1978 1979 1980
5,000 10,000 12,800
2,750 5,300 7,400

- - 20,000
25,000 17,700 18,900
32,750 33,000 __ 59,100

7.0 10.7 17.7
1981 1982 1933

9,400 22,141 18,261

4,400 6,240 9,446
14,500 - -

- 4,975 5,089
15,500 13,714 12,994
43,800 47,070 45,790
15.0 14.5 15.0
1984 1985 1986
18,775 16,806 24,728

5,816 8,565 13,928

- 13,118 -

5,882 11,777 9,652
16,900 14,538 16,936
47,373 64,804 ____ 65,244
16.0 20.0 20.0L/
USAID/Mogadishu

EXHIBIT 2
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APPENDIX 2

List of Report Recommendations

page
Recommendation No. 1
We recommend that the Director, USAID/Mogadishu:
a. reduce tne annual Title I proyrain. oy at least
half ($10 million), and
D. review tne adeguacy of tne analysis supporting
future proposed commodities to verify that those 4

selected will provide tnhe minimum disincentive
to local food production.

Recommendation HNo. 2

We recomnmend tnat tne Director, USAID/Mogadishu, in
coordination with tne Assistant Administrator, Bureau 9
for Food and voluntary Assistance and appropriate

elements of tne U.S. Department of Agriculture, take

steps to:

a. obtain early completion of the Title I
agreement, or otnherwise complete arrangements
Lo ensure comnodities arrive during pre-harvest
periods, and

D. facilitate the Government of Somalia opening
letters of credit in a timely manner.

Recommendation No., 3

We recommend tnat the Director USAID/Mogadishu include 13
in future agreements witn tne Government of Somalia:

a. a clause excluding tne government marketing
corporation (Ente Nationale per il Commercio)
from handling cominodities destined for auction,

b. a clause stating tnat auction procedures
cannot pe altered after bids are invited.

Recommendation No. 4

We recommend that the Director, USAID/Mogadishu
collect from tne Government of Somalia an additional 16
deposit to the special account of So. Shs. 14,589,000.
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Mission Director,

AA/AFR
REDSO/ESA
AFR/EA
AFR/EA/KS
AA/FVA
FVA/FFP
AA/M

LEG

GC

AA/XA
XA/PR
M/SER/MO
M/SER/EOMS
M/SER/CM/SD/SS
M/FM/ASD
PPC/CDIE
SAA/S&T
IG

DIG
IG/PPO
AIG/LC
IG/11
IG/EMS/C&R
IG/PSA
RIG/A/C
RIG/A/D
RIG/A/S
RIG/A/M
RIG/A/T
RIG/A/W
RIG/II/N

List of Report Recipients

APPENDIX 3

USAID/Somalia
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