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EXECUTIVE SUMMVARY 

IntroducLion 

For the past tnirty--tiiree years the 
United States has played an
 
important international role as the major supplier of fooc aid.The principal venicle Lor 
United States foo assistance is the
 
Agricuiturc,L Traue Assistance Act of 1954,
ann 
 as amended,
commonly known as 4I 480 anu uften referred to as the Food for
 
Peace Progroa.
 

The I'oon lor Peace Program has been an important element in United 
states ayriculturii anu foreign policy since the days of the

Eirshali Pian. Oricgina PL 480 legislation statea numerous
 
goals: to expandc international trade, to develop and expand

export MarKets for Uniteu States agricultural commodities, to 
 use
the abunuant agricultural procuctivity o: the United States to
 
combat Ltuner anG lmsanutrition, ano to encourage economic
(levei.opmut in the ut-veioping countries, with 
particular emphasis 
on assisLance to those countries that are aetermined to improve

tneir ov.n agricultural prouuction.
 

PurpJose o i'eview 

Trie purpose ot our review was to aetermine whether: (a) the

Gover:iment CL L11( hepulic 
 of Zambia's (GRZ) , acting through the

t.iational Agricultural 
 iarKeting boara (NAbOARD), management

controls over the lcbal currencies generated from Title I

commoufity sales and 
 Title I commodity monetizations were 
acequatce, (D) tio PL 480 program was achieving the stated goals 
ana objectivueL as contained in the project agreements, (c) all
appliLrJ.c niten t.es aiws and Agency regulations were being

complieni witii, anc (¢) the intent of Congress was being followed. 

Uur review 'A rtac. trie neea for increasea pressure on the GRZ to
meet tzc. pru the 480-vi:;iur(PL agreements. The deficiencies 
notec-. ur(: U:ihriz,: i,clow ana aetaile in the following sections 
01. this ri.)(..rt: 

'-±e GJ]2. !Ia ;,ut aunereu to the provisions of various 
t~e ]I :i :ml.er authorizations. As a result, food 

va tuen at $ .7 million uollars was not accountea for as 
r -(uLCj'(I nof .i authorization, anu quarterly reports on 
the itilit1ion of $2.2 million were not proviaed on 
azn)rLrnr. 1i. utiu tion, the $2.2 million is not now 
';CC'(IULC:.u to iu utilizeu until almost three Years after 
receipt (p.cje s 3 to 8). 

i
 



tInc GLZ's record of submitting self-help reports has not 
been timely. The sell-help reports that have been 
submitte, cilthough improving, were imprecise ano lacked 
speci,IiciLy on some sell-help activities (pages 8 to 12). 

'iie Ghi, yet to submit a certifiecl statement or 
receipts anu t2xpenuitures on Title I agre rents, The 
bLat(:1wst i. been an annual requirement- for the GRZ 
blFcc iV/h ("'ayes 8 to 12). 

S IL/ amLa nUeaus to formalize its monitoring of sell-help 
projects. he louna that very little hau ueen done in 
t11s . I,, aduition trip reports were not routinely 
prepare 1oi: Lieiu trips (pages 12 to 15). 

We believe that ib/',muia must make it clear to the GRZ that all 
project provisions, mus;t Lc complied with or that future programs 
coulo be in jeoparuy. 

Al b/Zaimiuia CuiIi:e t ., 

T1his repoct was sent to AiD/Zambia in Lusaka for comment.' The 
issues ueti ie, were also discussed with responsible AID/Zambia
officials an their %.ritten comments are included, where 
appropriate, :in this report. AID/Zambia disagreea with most of
thIe report's c nci.usions and recommendations. In these instances 
we have real.tirmei our position ana provided additional 
amplification where we believect it is necessary. 

ii 



bACKGROUND
 

I'Gr tjic past tirLy-L.;r.e- years the Unitea btates has playeo aniapor tint irternauiona. role as tne majora worlu-,iue wlie 
supplier of foou ai onis'h. principal vehicle for U.S. foo6assistance is the Agricultural Trade Development and Assistance
Act oL 1554, A! amenue ,, coitiuonly known as PL 480 and often
reLerreu to 
as the FuoC [or Peace Program.
 

. i'nu overall ob1ect1ve.3 of PL 480 are to: expand internationaltra(;e, ueveiop, ano expwun export marKets
C(,diouitiu.5, for U.S. agriculturalc~ulibat ihungur ana malnutrition, encourage economictiovelVuIiient inl t Le cCveloping countries, ana promote in other
LIiLe(; ')ta tt.; i(,reign policy. 

ways 

PL 480 was initially intenueu as 
a temporary measure to help other
nations witt, their 
toreiqn exchange shortages, and allow the
disposal of U.S. agricultural surpluses. 
Over the years the
Congress has; perioaically extencea and amendea 
the act, and today
several distinct programs are conouctea under PL 480.
witn the oajectives noted above, In line

this report deals with both the
Title I sales program ano 
the Title iI uonation program.
 

Title I (I Puolic Law 480 provides for the concessional sale of
agricultural commouitius to trienoly countries. Agreements under
'iitie I may ue signed ei ther tor dollar creoit with 
up to
repayment perioa, 20 years
or convertible local currency creuit with up to
40 years repayment periou. 
 Grace period for aollar credit
ugreements range 
rrom zero to two years, 
ana those for convertible
local currerc: agreements may be as 
long as ten years. Specific
uown payments in uoliars may ue requireo under both typesagreements. ofInterest rates under both types of financing are 
set
by law at minimums ot two percent during the grace period and
tnree percent thereatter. 
 For the majority of Title I sales
 
agreements, the minimum rates have been those used.
 
Althougrn trie Commocoity Credit Corporation (CCC) finances the saleana export o ComIIMOujties under Title I, actual sales are made by
private U.b. suppliers to 
foreign importers, government agencies,
or private 
traue entities. 
 The Corporation finances sales by
paying suppliers directly through the 
U.S. banking system for
portion of their thatsale nut covereu by the required down payment.CCC then collecLs tine amount dlue 
over 
the credit period, including
the interest, from the 
importing country.
 



-2-


Title 11 ot the act authorizes the donation o U,.S, foc.
 
connoclities to voluntary 
 reiiel agencies, interna t:
organizations, and trienoly governments for I-ree c ist!rLt 10!:,
'ihe legislation incl ues the ob3ectives of (a) reaic 1 ig tJc,.

poorest people in the poorer countries, especially cfi., Icr-n, (Jd
(b) contributing to the overall uevelopment proc ,; r. t e re

countries. It provices that Loo(i may 
 be waue avai . ;or t 
lollowing general purposes:
 

- To meet famine or other urgent or extranruinary reliet 

requirements.
 

- To combat malnutrition, especially in chiluren. 

- To promote economic and community development in friendl3
 
developing areas.
 

- For needy persons and non-prolit school. lunch anc;
 
pre-scnool teeciing programs.
 

The Title II program in Zambia is a governent-to--gov2rijTie1 1 t 
sponsoreu emergency relief program. 
 NAMBOARD, a GRZ jparastatal, 
is responsible for program implementation.
 

The PL 480 Title I program under review consists of foocn having a
value of about US$48 million. An aduitional US$29 million 1/ was

transterreu to the Government o Zambia (GkZ) uncier Title 
Ii. The
entire AID-supported program reviewed totaled Us$77aoout ]aillion 

Purpose and Scope
 

This review is an assessment o the efiectiveness ani ,nagi:'-tof the PL QU0 program in Zambia for the periou .'jav 1, 1977 tnLrougo
1',ay 31, 1982, conducteo under the Agricultural ''race bevelouncrnt 
and Assistance Act of 1954, as amenueu. 

bur primary objective was to assess the extent thaL thie rojLaw imu
achieving its legislative objectives; and to determi iciL ,i
terms o the agreements [the sales agreement in tho cc,;e of'Title I programs, and the transfer authorization (TA) it) th1: cas'e
of. 'litle ii programs] were being lolLoweu. 

1/ 'This includes US $18.9 million in freight charv-.. 
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Utiier iflV3or ob~jective., werU tO ASSE SS tile rIn~eie~~J 
t~c4Wiaf ir;ira t i-ori o I the proyr ain aIt Lt= I evc icountr- h-i 
iriC..U(uuu the oryj~niza Lional s tructure o1 Liie recijui :nt Ncm rnmunk'.
kcor acuninister ing each t 1Llu, tnu role.,; arlnu rep. uiItihoL
ti,(-LO;L1tc2, ilnvuIv(:0, ariu tne ettectiveness anu e cikic~y ,)I.


urcgrIr ranbqelent [cCeL-- ire tuc 
i ng proi.;r Lni rimL Lor ~
 
rci-joc I imp~. ";u &CCJULtaility.
 

L-C '..o 1 .s per Lormu(: Lt t u l/Znili a 0..Ic :u;;a

zU!Ie 6St~.i-s/ ,l..~iroaue in fiarare- '.e were2 Llso ]ill contuC; 
 WILNi tI.C.U.S. Embassy in iiaputo, lMozambique regarclnic selccte( auca t
i .tters pertainin~g to thu. Yambia PJ., 480 
 perav 

Un ~r aun it: %,'cr Locuseu pr irar ily on trwL s torie , t o n 
ui~tciu~iu,L
oT itle 11 tooa to the intenieci recipients; a.iflc-i.Uicec in cxtensive review ano inspection of inlaind s;toraqe
conu± t ions LAnc adhIiJ. In ado i tiori, we rev jewc 
 s. >c, program

rc~~uurt-i lo Tit ie I anc; 'ti tle ii, intervie,,.-c, c((jnizant U. S.L Ik-O o Ii icials in LU.ISaKa , anni oiscus-c.u tnci prograin wi th Iocal 1,-r cvi nci,.:I anna riationciiIeveI nost: yovernme.n t lic ls 

FINDJIN~G-, CONCLUS I~t'S AN.U 1ECU'4L.ILNU-Ar1IONS 

iti2Ii ,o~;k~~jte~.Vzluuu i~t ubS$.7 Lij1r 
L~ucct~ jOrOL r tc (ii, i60U3) 

~aI())(*. '~iL Io V~lioUC a c ubbOUL1 UD$-3.1I iiL o ~c' rcy jikc to 

Lui (a) Lre2e- CliLrituLion to victilas ot t1he ()IrogrIt. rcDe
purcrra-SU LOC1 SUjJ 

rflt 

WM11 
i o, anL; G)) sale-. INLe wure u,-laoie to(- uCt'2rineI~u'~munvoc (ii oritouteoi to (iroucght vIicl.ans , h(-,,, ;nuci local
 

cur roric gnera £roui
'. y Leo autnour izt2 uri.L(Jv ii.:t '"r;CAC 

'ifnc mrain reason that we were unaole to llaik2 Lne Ctuu irenr 
oetcr~12~Iel5 os CCO5~of. thce lack 01I mt orwation anc reports

a't tlilt! -; Ll j tiltLc. v (-' . 

± r02 LLCOiCCJIOn; Jl e 
 0CC in r( pr!i. to Llie- ULru 0 U n
LL:t~~f 1rov trice wiieru- it was etr.t;* Ii(-l 0 ,,eCL4,01-e Lr i carlu 5 Lta rv~ Luo '; s - v i ci wer ina.:cI 

nts,1u tavt & r. v)1 n q , whIio wt2re uLnable to IA iIn(.:! I "O 
'I o'ud(lteGill proyrain(i jueiirenti. the trw tL pCi)] luahlc to,Luuy 1.00(,tl~ rce ave '1itle II loou Without ccl;t. 

0 



-4-

Fooa not aistributed to 
the drought victims or
purchase tood to those unable to
was to 
be monetized. 

trom The local currency generated
the sale of Title II commodities was
special account no 

to be deposited into a
later 

solu. than 90 days after the commodities were
The specific uses of 
the local currency proceeds 
were to be
agreed Upon in writing between the GRZ 
ana AID/Zambia.
 

We were unable to 
learn what happened 
For
to the food. 
 example:
 

- How much fooa was given to drought victims 
or to those

unable 
to purchase food
 - how many people were affected
 - Locations where this 
foou 
was distributed
 - H1ow much food was monetized ano the amount o localcurrency generated 
from the sales
- Evidence of deposit into 
a special account
- Pianned uses for these tunus and Aib/Zambia's approval 

Tie control mechanism for local currency generations andreporting requirements contained the

in Paragraphs D anu 
F. o 
 TA 1603
state tie following:
 

d. 
 "Local currency proceecs ftrm the sale of commodities
under 
this agreement shall be depositeu in 
a special
account no 
later 
than 90 uays after 
unaer the corn received
this agreement is 
solo by NAMBOARD, 
 Deposits into
the special account may oe maae in several stagestine linal deposit being made not 
with 

later 
than six months
after the last delivery ot 
corn un(oer this agJreement.The local currency procee(is will he used taractivities uirectly related 
project 

to emergency rellet£rehabilitation oror for development purposesalleviate Utat will helpthe causes al loo shortages for whichcommoities theare authorizeuc. 
local The specitic uss-& otcurrency proceeu{s shall 

the
he agireeoo uponbetween in writingthe GRZ and tiTSAIbiLusaka 

provicie a quarterly 
'he ;LZ ajrees toreport on Bii currcnci(.,, gtenerateuunuer thjis agreement giving desit:;disbursements. an(oAll such amounts remaiijing unexpendej;alter two years irom date of deposit and accruedinterest, shall be aeposited with Amembassy, Lusaka
 

Controller."
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F. "The GRZ agrees to 
keep the USAID fully informea
 
concerning the 
status ot commodity receipts, distribution
 
ano 
sales and will provide complete aetails, as
 
requested. Representatives of 
the USG will be permitted

to 
audit and have access to all recoras pertaining to the
 
use of commodities provideu by 
this Transfer
 
Authorization. The GRZ further ayrees to submit on 
a
 
quarterly basis beginning with 
the signing of this
 
agreement and until the 
total amounts obtained through

the sales ot this corn are expended, a report to the
 
USAID/Lusaka which includes 
the following data on
 
commodities and finances covered under 
this agreement:
 

(1) Beginning stocks
 
(2) Arrivals
 
(3) Distributions
 
(4) Sales
 
(5) Damagea stocks
 
(6) Enaing stocks
 
(7) Currencies generatea
 
(8) Deposits and Disbursements by authorized program"
 

our
At the time ot review the GRZ had not complied with the cited
 
requirements.
 

AID/Zambia told us 
that they han attempted to ootain answers to
 
questions similar to ours, but the GRZ hau 
not been responsive.

They went on to say that the monetizen tunas were probably used
 
for cash incentives to farmers.
 

Subsequently 
to our review ana in response to our draft audit
 
report, AiD/Zambia stated:
 

"because of political proulems with one government office,

which were unrelated to the AID program or 
the Title II
 
program, the GRZ 
ana the USG did not initially reach agreement
 
on the use of the local currency. However, as soon as these
 
political problems were surmountea the GRZ diu agree in
 
writing to the local currency use on 7/21/82. lmmecoiately

thereafter, NAMBOARD opened 
the special account at Barclays
Bank (Account No. 0699362) ann depositeu into it Kwacha 
2,891,214 which was realized irom the sale of 19,274.76 tons
 
01 Title 11 9l.
maize in (The remaining approximately 2,000
tons of maize was helu in Zimbauwe at Ab/Zamhia's request
penGing satisfactory resolution of tne local currency
 
agreement reterrea to above. Now that issue hay' been
tnis 

resoiveu, AID/Zambia is making arrangements for fiial oelivery
of the maize). To nate NiAqiBOAQ usLimt.iates that all oi the 

http:19,274.76
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k2.9 million local generations will be disbursed for 
(a) last
year's procucer price bonuses anc 
(o) f:uture (i.e., 1982)
prouucer price increases as calleu for 
in the agreement.
Accoruing to a recent letter, N1AIiBUARb estimates that at least2.342 million has alreaoy been useu for farmer/producer price

bonuses, and the 
remainuer will be 
useo for the 1982 producer
price increases. Unce i'AM'1BOAIb's 19A3 an' 1982 accounting
nooks are Linalizeu, i iboiA<L n~s staten in a recent letter
that it wi-ii uisuurse the funds trom the special account forthe agreea local currency uses. NAiMiBOAidb has also agreed toprovice AID/Zambia with a quarterly special account report
until all lunus 
are fully anri iiiiaily accounteo for. with
regarn Lu 'Jitle II local currency, tnerefore, we believe that,
oespite the oela\ 
in formalizing tno 
Jocal currency use
nyreemu.Lt, the GhZ showeo gooc 
laith in complying with the
major local currency 6o.jectives. 
 Snurtly after "egotiating

the "g uueyr 
 t tLu GLZ announceG producer pr ice bonuses...''
 

Tne actions that .,Ib/ZamLia ruportau the GrZ iLas now LawLun ,are apositive -Lup. "n, reiain ul t e opinion that the reporting

provisions ou the 
in .ere not cwupliou witn, but must be iA PL 480 
proyroms Lre Lu continue. 

Conclusion a ""ecohintati i
 

in our opinion agreemelits wewuto soveroign states shoulu be
honoreu. Tue GnZ "a 
 not Lnone so even after AIl/Zambia followupon nuverous occasions. Ci, July 21, 
1062 tn- CRZ linally agreed onthe u-se o(j Lie. local currency generations. iPowever, the GRZ had not lully complieo witL the reporting requ iewent. of any of thethe PL Mu a9ree'ci ts. (Auditional (.utails ,ry [rovided insuuisequent sections ot 
this report). lo.roIore, wo 
iave retained
 
our recommenuation I.or 
corrective acticn.
 

AiL/ij.l l (.LoVeI(. -I country [ositioln 
tiL w1l1 unsure that :no ILI *aet:-. iti:. 
wlrceuritu ( aL'Iitjot (!UU~inru 
l" .iv, 1 i 

ni an iin W1hn: 

. n " F 
h~uuW & C'KVt, eu t.~eti uh.. anc: inu1 

UpuOn c(mpliLa;cu ; or .1L. viv ,,./:.a.hk
tli~±nar It in VOL in t1lut i't i.lterL('L (I 
the [J II teu u U to "eVt lop a cou r Li ,,pus lion ti ii.Ln(_urce Cohj, uiacu., th n 
ii CoUnSU LtLIUI, c.Lu, JAI/i,, it ShoU,. he 
UUO(;:U MI..L, that AI./]l, 
 iiWi lidy Con tinue 
to provi.u IL 4BU a5iL;tLainc '.. i thou[ 
regyru to compliance with PL 480 agreements.
 

http:nyreemu.Lt
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There here Significant Delays by The GRZ In Utilizing Ana
 
Reporting Local Currency Funds Generated From Sale Of Title II 
Commodities (TA's 9601 and 0602)
 

Under the provisions of TA 9601 ana TA 0602, dated December 21,
 
1979 and February 4, 1981, respectively, 50,000 biTs of Title II
 
corn were proviaea to the GRZ. These commodities were authorized
 
to be monetized ana the proceeas used to proviae farmers with cash
 
incentives to grow more fooa ana to expand/construct storage 
facilities. (The major tunuing 1or the facilities was to be
 
receivea from other donors.) These two TA's were valued at about
 
US$6.9 million ana generatea approximately K5.3 million.l/ We
 
found that after about two years, US$2.17 million (Q1.67million)

remainea to be spent unaer the terms o the TAs. 

NAMbUAib Lau submitted to AID/Zambia disbursement reports 
accounting for K3,681,948. We verified that these funds were
 
expenec tor the purposes intenaea. However, the required

quarterly reports on the cisbursement ot the remaining funds were
 
not proviace as requirea.
 

We learned that on March 13, 1980, NAMBOARD opened a non-interest
 
bearing bank account at Barclays Bank of Zambia in Lusaka tor
 
K3,255,892. On March 19, 1980, NAMBOARD withdrew K1,582,472 to be
 
paid to inaiviaual growers as an incentive leaving a balance of
 
Ki,673,420 (US $2,175,446). These tunas remainea on deposit until
 
October 1981. NAbOARD aovised AID/Zambia on November 23, 1981 by
 
letter that:
 

"The sum of KI,673,4i8.90 whici was in our special account was
 
paia to the Ministry of Finance in full. We have not heard
 
anything trom the ministry ot Finance regarding the use of
 
these lunds. h'e however presume that tnese funds will be
 
utilizea for agricultural projects including storage
 
programme, in consultation with ycu." 

AID/Zambia has tollowea up with the RI(Z repeatedly with letters
 
and personal visits. Unfortunately these etforts were not
 
productive.
 

l/ Zambian Kwacha 1.00 = US $1.30 

http:KI,673,4i8.90
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AID/Zambia responoed to 
our 
draft audit report by stating:
 

"Regarding Transfer Authorization TA 9601 and TA 0602 for
 
50,000 ;,Is, wport that aboutthe oraft auoit notes after 

2-years K1.67 million 
 (ot a total of K5.3 million) local 
currency generations had yet to be spent by the GRZ for agreed
 
purposes. While this is true, it is also true that (a) the 
toou storage construction project which was involveu and was 
to be funaea by Canauian AID, aia not let started in 1980 as
planieu. Construction finally began in early 1982, theand 
first importeu items (e.g., steel reinforcement for food 
warenouse roofs) arriveu in July, 1982. As a result, the PL
480 ±ocal currency counterpart input into the project has been
nelayca accoruingly, and the GhZ Linistry or Finance 
acknowledged in writiny on June 1, 1982, that it still has
these funds anc intenas to use them as agreed reportana on 
their use for this project on June 1, 1983 after their CY
accounting books are finalizei hy bay of1 1983. in our view,
therefore, although the process has taken longer than
anticipatea and reports are often untimely we believe the GRZ
has shown goo faith in complying with the agreement...'' 

Contclusion ana Recommenuation 

Toe 'IA's are clear on the purposes for which the local currency

generations were to ue useI. 
 Further, the GRZ was to sunmit

quarterly reports uetailing how the total amounts 
 generateu

through monetization were spent. Altnough 
 the GRZ has now
 
responues aid agreeu to report on the use of these funds in 1983,
 
at the time ot our auait they hac not compliea with the reporting
requirement--evon after repeatea AID/Zambia attempts to obtain
 
information. At best, if the GRZ 
 uses these tuncas (equivalent to
US $z.2 million) in 1983 for the intended purpose, the warehouses
 
for which the tunas were earmar.<wu will have Ocen delayed by about

three years ano 
 tne GAZ will have hac tree use of the funas for
that le t" of time. Reporting on the use ot the remaining funus
snould cu incorporateu into implementation of recommendation No. 1 
oecause o1 the poor track record ot the GLZ in meeting reporting 
requ irements. 

AID/Zawbia hNeus rio lolluw-Up "ith The GXZhiejaruing Reporting 
Requirements On 'Ti tle I 

Annual PL 480 Title I self-help reports suumitteo by the GRZ did 
not proviue auequate information, were late, and the annual 
certitiiec i nancial report hau not bee; provio. . Annua]. PL 480'itle I self-hKe p reports are cue in AID/hash ington not late' than 
close of business December 15 to meet the dead]ine f~or the 
Presioent's annual Food for Peace report to Congress in accordance 
with Section 408 oL PL 480. Thie submitted reports did not relate 



intormatiun on tne achievement of some of the specific self-help

provisions containei in current year agreements. This information
is vital to the sission in its evaluation of the host country's
performance in carrying out self-help provisions of PL 480
 
agreements.
 

The need for a meaningiul evaluation of a recipient country's
self-help performance is made explicit in the PL 480 Act, Section
 
109(a):
 

"Before entering into agreements with developing countries for
sale of United States agricultural commodities on whatever
 
terms, the President shall consider the extent to which the
recipient country is undertaking wherever practicable

self-help measures to 
increase per capita production and
improve the means for storage and distribution of agricultural
commodi ties." 

Ali's Report to Congress on the Developmental Impact of Public Law
 
480, cateu Liirch 30, 
1982, has this to say about self-help reports:'
 

"Until recently there were no established procedures for

evaluating the developmental effectiveness of Title I

activities. The annual reports on progress varieaconsiuerauly in quality and content. 
 Further, there have been

virtually no retrospective studies ot the 
real impact of Title
 
I programs carried out in past years..."
 

While the GI<Z has suumittec. tour sell-help reports in five years,
in 1978 a svlf-help report was riot submitted. The GRZ self-help

reports provided to AID/Zamvia, although improving, still do not
provioe specitic data on 
all self help activities. To illustrate
the point, reports aid not relate information on the achievement
of specific self-help provisions included in the sales agreements

such as credit to farmers, or improvements made in the
transportation sector. Data on 
imputs to creoit and

transportation should be includen in the GRZ's report. 
 The GRZ's

self-help reports, in ou,: opinion, were weak in this respect.
 

After four years of a Title I program, the GRZ has yet to providea certitied financial report. 
 The first certified statement was
 
aue in 1.978.
 
All Title I sales agreements contain the following provision:
 

"The government of- the importing country shall furnish in

accordance with its fiscal year buaget reporting procedure, at
such times as may be requested hy the government of the

exporting country but not less often than annually, a report
of the receipt anu expenditure of the proceeds, certified by
the appropriate auoit authority of the government of the

importing country, ano in 
case of e;'penaltures the budget

sector in which they were used."
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The certiLieo report of receipts and expenditures is an important
 

monitoring tool.
 

In response to our 
dralt auciit report AID/Zambia saia:
 

"Altnough the GRZ has not 
always submitted timely sell-help

reports, we oelieve the 
linal report should mention several

sn.incing consiuerations. 
 The c:rate auit report states that 
it is essential to meet the becemioLr 15 ueadiine tor self-help
report so that the annual selL-help report can be submitted toCongress. 
 Wile it is true that becem:)er 15 is a worldwide
 
"Q0G1PU-, it is 
also true tihat the US epartment o 
hqric"i, ture nos 
always been two years weninu scnedule in
submittingj their report to Congress. (,Lhe PY 50 report was
 
suoinitted to Congress in July 0l 
i942).
 

In al± 
wut one case a2l 'Title I agreements in Zambia were

sicneo in June, ouly or 
 yulgust o1 each year, ann the
 
cummo, ities arrived in Zanbia in September, Jctooer, November
 
an" December. It is therelore nitticult 
to measure progress

in aclnievinit self-help measures or 
local currency generations

in Noveiler cummonit< av ,
when the ies c not- yet arriveo or haveJulst arriv:<. In the case oL some te.l-licp measures (eg.,

G1 Z - orm: i tmen ts, e L f- h (2p[ 1c to i ncr no se pr o" u cer pr i ce s or
rCCuce ii<:ize ann lertilizer suosi(oies), progress can sometimes 
be muauren within Iive or six months oi. signing tne
 
.g reei onts, out jenerally speaking at least 
one year must pass

I.rom tie s;igning oi tit 
agreement oenere a thiorouqhly cetailei 
se I nloJp progres; report can be Iormulat,., treI local.

carrent/y.c i s : c;jcu ly, .,lo;t. to(po, uit ;KV.
Luln1 nJungetary
Itu ms , <o wL les e1I1O iteen ilolitl- WISt t J E nru r L G) ZC0 LPr (r% is
 
in a YO-1 0Lionto report on tneir I ine gise;. in ;lut, a
rationu < i f,-nilp reporting requ i rc ,.ent , I roml 

more
 
the A M()In point

o1 vie,,' (i.e., not ]Ust t, /4Laii.a, . A lL AM] wur ,wiue), wounlo 
we tIo r (15 rc <, t-nulp progress report irom the recipient 
yo ,-o, t ev r' Fix (b) MhU)LOSS ll II. tilLe I Iik/Ni ..;i o1 an(,
f; - ;, ',u""ijqn lyutoatcius 'otLrii , ta tLt ;( Full11-Lnelp

r'lorL:,, Inta n togutller, (a) provi :;ti:_.. LacLt.ry content 
ano
 
Sp'uU;. l 
oCtw ul iG (u) ilno icate that the rccipi ent g]over nrent has
Mace L 01stacrory projress Lo,,arn uCluiy ivng tue sel.w .- help 

Iwcoruihy ru theI'i, L achb ,r llL:nts; winune ii Lusata, each 
I L ioV , IL L (At I W Lo a.Ilij 

year 
L , n.PW -E'lop report wh tich 

measures progr-ss towaroL .i;Vuiny tilu Seli-HeLp measures in
the agr.awent. Accord.ing to the guinl ilt's, the i:Ili is then 
oblgm, to evaluate the GEZ's sltf-neLp report anu se. both
the Setil-l,j) report aI our evaa Ltion to USDi. AID/Zambia
INoS LIOu1 LnI5, baistu on these evaluation u'(:till(ents,
h,&.sii i oyLn ,.,gtllcios dealing with PL 480 (i.e., primarily USDA)
 

http:LacLt.ry
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can either accept the self-help report as satisfactory or
for 
more uetail and specificity. ask
 
In short, determination ofthe auequacy o: 
the GRZ's self-help reyort rests 
in Washington
D.C. 
ano is basea on the self-help report itself, 
as well as
the Lielu's evaluation of 
the report. It the o:uoit round that
tce criteria for seli-nelp report aoequacy 
are too slack,
seems it
tnat a more 
effective auoit recommenoation woula be
uirecteu at Wasingtryc 
 agency criteria. Washington agencies
must Qirst 
Improve self-help report acceptability criteria
Delore trhe lielu 
can be expecteu to 
follow. However,
cannot this
taKe place without the institution of 
a more rational
sell-Help report submission scheuule 
...."
 

"Vhe auuit report notes that 
the GRZ has yet to provide a
certiliei tinancial report on 
local currencies 
 While this is
true, we believe that 
the audit report should mention the
 
following:
 

(1) ...'hat neither 
USDA nor AID worlwiuc has 
ever insisteatnat 
this general repeat general provision of "LagreemeZ~cs be strictly adhered to. 
480
 

"e recommono tQat the
aucit report reflect this fact 
an report that RIG/A has 
maaesimilar hinaings in other PL 480 audits it has conducted 
r ecen iy. 

(2) .]he au(oit report notes 
that AID/Zambia tiles 
are replete
with letters to 
the GRZ requesting 
the required reports. The
auuit report uoes 
Pot mention, nowever, that 
on three
occusiols since ±98C AiD/Zambia requested "ashingyton agencies
to inLorm them if 
there were any repeat any outstanding PL 480
'Title i reports, and AID/Zambia receiveo 
negative replies...
 

•.. he oelieve that ii: 
AID wishes to correct the present
approach, towrd 
local currency use 
report compliance, the
auuit recommenuation woulu 
nave more ettect it it were
oirecteu towru Washington agencies 
(i.e., AID/ 
anu USDA)

rather than at one tiela post."
 

In our view tne 
sell-help reports, although improving 
still do not
provine adequate information progress in
on certain areas.
 
We also ugree 
that six month progress reports would be 
a useful
monitoring tool and encourage USA1/Zamoia

in to put this requirement
tuture agreements. 
 In our opinion, 
it is the ULATD'sresponsibility to establish such 
reporting requireients as 
it
 

meet its monitoring responsibilities, 

consiucrL necessary to 


as
long as tnose requirements meet 
the minimum requirements of: the
 
Agency.
 

Tihe cetiiea financial report is a requirement anu 
shoulo be met.
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. .- ,, t;Lough 1i. ; VeU , 0 A LLI o nOL : iscums
S.... ..... o r C -.1 L" wCL. .L 
 q is s [Uc COILi.Uo to be 

Iu:L; u imor e Lc' u,.t L rports miq - r;u I.-: ; cuns iuerei
'tcu.sar1 ,M bl/Z,1mvia I iles are u'lLu:J.Lte ,'iti co)i e 0. letter= 
to, arc;i 'j oranuium 01. (O;iLt.c rei;c.; '".i.on, - ,Lif C l .i.Sin attempts
to Obtali.(:o requ iron I inancial. rC[ortL M':;O_ nowever, no 
nl, icvtlnl Li in, pro~in; w,ujia Ue rosuv '.( IH LA nar term. This 

is ,:.ny.L L 'Xal Q. 01 t "O L.Z llet:linot ; an agreeo-to (:ommitment, 
, n( shlowl{ 


: U 
In i ncluuou in the reso.lutki" to r[ccommena Lion Ne. ]

on pa u .
 

Project m,.unitoring Needs To be Imurovec. 

1in the area Ul improveu project monitoring, we nelievc that 
-.
I,' .amin cU L, toKe some auc:it.onal steps. AiD/Zambia aiid not
 
a'u d bsm utI;cati.: monitoriny: program ensure the GZ was
to tiiat 


iMpl IM Li ,O. -fibpLi aq so and other urvoiopmental a:tivities
 
using locai currency procc sugeeratuu 
. rom 'IitLu t.sales. In
 
au"A,ii L'u,, r ,..'.r 
 un0 .,.ne to locate uocumeita ry evidence that any

IJL/,.am ia .t.l. iclw)umor.; iiu loLorC'J 
 project activities in the 
'Os-a ,. i-cL_ t'c areas s iipp.] iou l oou u sue r Lo 'Ii tle I program. 

Lu 1ur 1IIi/,n.bila 01i lciais tolu us LtaL tfie sell-help measures 
wuC- nmnbi .ou<UOetary ;upport ann not esiy1 c.: suren. Further
L:.o: u Lice Lti was vr'; snail ai" tolOy ju st uiun'U have enough
peo i L a via.luicu tO MKlO spec. iic inb;oction visits. They went on 
to say tnao Wn a soilf-neip project was Lieu in with one af
iklb/AImolu 's rnyuilar projects it, recuivu o(equate overview.
AIb/Zchaia ,biso j"UicatCo 1.lielo trips ware Wde to the Western 
erov1 ncu to honi or tne cisaste r r 2.ieL pror ai, 

1,' r'aviewC su' ectuLi sui a.:r<ciieits I.L ueter;in it they
contalauc so.ll-"ip pr rjects I inanCOU Lro. 1i1tle 1 local currency

yunerations where proyross coulo Le 
roauily measurea. We found 
tK -ure e'rc. no illustrate: 

Irim Li e July 19, 1979 Sale iAreament 

- Village level training iuutinys
 
- Demonstrations of new agricultural techniques
 

From tne December 21, 1979 ales AUreement
 

- Publicationf o prooucer prices
 
- Auopt procedures to improve statistic gathering
 
- Develop a marKeting course
 
- Improve piant protection ann 
grain storage tacilities 
- Increase tne numoer ul extension agents 

http:IJL/,.am
http:COILi.Uo
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From te July 22, 981 Sales Agreement 

- i rove grain storage l.iJities
 
- .vcir_ orce the planning un it
 
- Prov isi n o 
 creu it to the swall farmer 

it in ci car thmat these suit-.el[p netsLJuros ar- verifiahle and thus 
easily iiitiLoreu. 

In our view a more tormal monitoring program shoulu be initiated.

UrIew " prucetaure is establishe, to review the uses of the localcurre.ncy, tn- requirements oL sectioni 106 of Public Law 480 cannot 

Section ib0(u)(I) reaus in part:
 

"Agreements hereunuer lur .te sale agricultural commoditiesLO" ( t.ars or creuit terms snail incluae provisions to assure1mtt t e proceQs Irom the sale oL the commodities in theruci intjt country are useci 1or suCni economic purpose as are agreec upoln in the sales 1gre'..;ui2t. 

Also from tWe same Act, Section 1M9tiw)(): 

"The Presiuent snall taKe all appropriate steps to ueterminewhether tne economic oevelopment anu seli-help provisions ofeach agreement entereo into unuer this title, ano of eachamenument to such an agreement, are being fully carried out." 

Finally, the Agency's March 30, 1962 Report to Congress on thebevelopmentai Impact ol Puolic Law 480 had the following to say
regar.ing sell-nelp measures: 

"K.ssionis are being encouragea incluceto actions infurtherance ol agricultural policy reform in the self-helpmeasures where appropriate. Periodic reviews of performance
to monitor implementation an-m assess progress on a regular
basis are scneoulea as well 

AID/Zambia aduresseo the munitoring issue by saying: 

"Throughout tne araft audit report, but especially in thesection on sell-help, theLe Seems to be a conceptual problem
regarong tine terms quote program unquote, quote projectunquote, quote selt-nelp measure2 unquote, quote oevelopmentactivities unquote, In casesetc. many the most criticalsell-help measures in Zambia's PL 480 agreements relate to GRZpolicy reports. Compliance with tnese provisions cannot beverilica by ano no
field trips, amount of AID/Zambiain-country travel, on-site inspections, etc. will help monitor 
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progress towards GHZ compliance. For example, the primaryself-help objective el the PL 480 program .s:ince 1979 has beento encourageic the toGM2 (a) increase the prices paid to foodproducers in Zambia, one (W) increDse consumer pricestertilizer ahi._ mai;u in u ro,r to rnuuce 0v,, rnment 
of 

subsioies 
ana improve the terms ul trace ior the farmer. "e have
achieveu t;" ._ ojeat:ives a110 ha-, Ot on1y carefuily
monitore (. pcrogrss Lowarc compniance nut aLso octivelysupporteo tn, in Lue(RZ making "PicI pIU. licyo decisions.AID/Zambia ! KIeL are replete witP.t oucumentation relatea tothis COnt-inuii, effort, an" the GAW.'s PL 4bU 'litle I self-help
reports, in Cuu view anu in the*view o. Washington agencies,were auuqu ,t t.,o verifi compiliance in Lccorunce witn existing
criteria..." 

"Wrie ur at ano it repJort notes s necific sw1L--,elp measures intne Jily 19, 9i a/greouri-unt, the i ce'oL)er /I, 1979 agreement
ana July 22, 1041il sales gruenerit wich, the report implies,

not oaqucrtuiy wonitoreu. "~e be1ievewere 
that, in alltairness, tn ruort snou.u nave merntioneo tiat (a) self-help

reports were sunmiUtru for each of these agreements and foundacceptable ny hakirgtos ayencies (b) several of the measures are moniLtorc in LusaKa on" were adequately covered in theself-he.p reports an& Al/lamwia ev; uations, (e.g.,publication ol iUcraseo jroeucer prices, reinforcement ot the
planning unit, etc.) ....' 

The Agency nas re-..mphasizen the neeo tor improveo monitoring ofall local currency tuneou projects generated from PL 480 Titlefood sales. As rocently as July 7, 1982 
I 

the AID administrator 
ceclareo: 

"Missions with Title I pr(jrws should review their presentmonitoring proe(urus uetermineto it: charnces or improvements 
are nee e ... '" 

in our view AiD/Zambi ' s moni to iny pr oceures neeG to bestrengtuenuao, ona: twe mon itori ny activities neo to heoocumented. hgqOro nY site v£si t rpyorts, the Project officers
 
u U.uoK, 'pC, L. L, :;t.:. .
 

"For elicahc wan gnJ. t ac C(.011tiu i ty, it is equally
imjpornant to,; , ..,- : t..s Ne rccoroue' in written reports
pruporu( ,,") , us, t, J ct 011 jeicer, 'Muse reports
serve a nutn of purpo;e.. ",, pru','Ju a succinct
colmentary I AiI) i.J,,Uynnt l t. :;, otu, n tilC contract orgrant., u,(. o . an intcgrl. part 0l tLM oi.OL. cial contract orgrant files , tole egncv. Prouperly C0;1Jvothu,'t thleyConstitute ai iuall i, 'I(1]]0w up' muonitoring tool byinentifyinq I ruolems ni , too u(-ct ions equi ruu to resolve them." 



Conclusion and Recommendation
 

USAID/Zambia was not regularly monitoring implementation and 
assessing the use oji counterpart proceeds, nor were reports

prepared on site visits. in our opinion, the best way to assure 
compliance is systematic on-site inspections with appropriate trip 
reports placeo in the official tiles. 

Reconmenuation ho. 2 

AID/Zambia develop proceoures to 
(a) ensure on-site inspections ot 
a representative sample ot self-help 
projects tinanceo from Title I local
 
currency sales proceeds, ano (iu) require 
the preparation ot trip reports to aocument 
trie inspections. 



APPENDIX A
 

List oLi0 ci1-tim 

P-age No 

Recornnenuation !,o. 1 C, 

AID/Zanu .a oevclotj a coun try pt] ~
 
tnat will enfbfuru that LfLL GhZ :eet-, a ts
 
agreeJC ci - to (2o;ir.1i,itliiC ri t.-, t.; cont~ I nm - ti'10
 
varioLuS PJ9 acbL I-Cl-.'1. i i
ire&iC 

shoulc Ibe c~lnVeyOV t,( tii GktI'. fl( t O
 
incluac rna.inc I uturc Iu
r-~ LiL;jt

Upon Coiij. 11(.flCo_ Or iI I/'a 
 :.a
 
thinks 
 it is not in the L~~:ilmert Lt ot

the Uriitcuo s tO (AQVCJ 0U I (UI I-i r y
St tte 


Position that Will lorce 
 cul-ij. 1 ia thu2,lu
in coflSUlt.?taori Withl AID/h, it siuI e
 
CIOCUlien teu Utat12, 
 1 .V0) .il
 
to prav i(c. I i L; U a ss; i E tal.cu L; o
tIc Lt
 
regz ru to coinpliLanucednUat,11* 0uj 


he(eormnuation No. 2. 15 

AID/ZamAia UL2'1O(J [r('CCc:L'rez; to 
(aI) enISUre 011-L.1 tu iiu4jectiuriL ul 

a re .resutdALiVO_ Sauiiple 01 ~1 h 
pro jects I inanuoc I rum '; it 1c 1 Io2'ii 
cur rency sa'.~ rce. u(u-) ro(u ire 
the preparation 01 trip 1L(jiUf'tL LC (UCUferit
the ilj~ u 



A1PPLNDIX [3 

Liot ot ha'ort Lecipiwrnt5. 

No. ol Copiev 

5 

1).~U y 

AA/PVA 

IG1 
F'.,l'/hi 

&~ /AS 1) 
I,PC/ 1. 
o&'/L I[ 

o(nm iitrator 

5 
2 

5 

2 
1 
4 


