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EXECUTIVE SUMMARY

Introduction

For the past tnirty-thiree years the United States has played an
important international role as the major supplier of fooa aid.
The principal venicle tor United States fooa assistance is the
Agricultural Traue anu hssistance Act of 1954, as amenued,
commonly Known as ¢l 440 anu often referred to as the Fooa for
Peacce Program.

The Food Lor Peace Program has been an important element in United
States agricultural anu toreign policy since the days of the
Marshall Plan. Original PL 480 legislation stated numerous

goals: tou expana international trade, to develop and expand
export markets tor Lniteu States agricultural commodities, to use
the abunuant agricultural productivity oi the United States to
compat hunger anda melnutrition, ana to encourage economic
development in the geveloping countries, with particular emphasis
on assistance to those countries that are aetermined to improve
tneir own agricultural prouuction.

Purpose ot review

lne purpose ol our review was to determine whether: (a) the
Government ¢i utne kKepublic ot sambia's (GRZ) , acting through the
Mational Aygyricultural harketing boara {NAMBOARD), management
controls over the local currencies generated from Title I
commoalty sales and Title II commodity monetizations were
adequate, (o) tne 'L 440 program was achieving the stated goals
ana objectives as contained in the project agreements, (c) all
applicovse Lniteu Staves laws and Agency regulations were being

complica with, anc (¢) the intent of Congress was being followed.

Finaiags ana Conclusions

Vur review surtacea tne neea tor increased pressure on the GRZ to
meet tac pruvisluns o! the PL 480 agreements. The deficiencies
notedt ure¢ cumimarizec Lelow ana detailed in the following sections
OL tnls rupurt:

- ihe GRz had not aunered to the provisions ol various
Witie 11 trencier authorizations. As a result, food
valued at $35.7 million uollars was not accountea for as
reguirea on ene authorization, ana quarterly reports on
the utilization ol $2.2 willion were not proviaed on
another, I auultion, the $2.2 million is not now
dchicauled tu e utilized until almost three vears alter
recelpt (Lagoes 3 to 8),



- Ihe GK%'s record of submitting self-help reports has not
been timely. The self-help reports that have been
submitted, althouygh improving, were imprecise ana lacked
speciticity on some self-help activities (pages 8 to 12).

- The GKke nws yet to submit a certified statement or
recelpts ana expenaitures on Title I agre ments. The
stateent Luxn been an annual requirement tor the GRY
since 1y7s (pagyes 8 to 12).

- sli/waisla necus to formalize its monitoring of selt-help
projects.  L¢ touna that very little hau peen done in
thils arca. I aduition trip reports were not routinely
preparcu tor tield trips (pages 12 to 15).

We believe tnat nllb/Zampla must make it clear to the GRZ that all
project provisions must pe complied with or that future programs

coulu ve 1n jJjevparay.

AlU/sanpia Coments

This report wos sent to AlD/%Zambia in Lusaka for comment. The
lssues iuentliied were also aiscussed with responsible AID/Zambia
officials anu theilr written comments are includea, where
appropriate, in this report. AlID/Zambia disagreea with most of
the report's cunclusions and recommendations. In these instances
we have reallirmea our position and provided additional
amplification where we believed it is necessary.

-
-



BACKGROUND

roer tie past thilrty-three years the Unitea btates has playeu an
important international roie as tne major supplier of foou aia on
4 Worle-wive npasle, ‘he kFrincipal vehicle for U.S. fooa
assistance is the Agricultural rade Levelopment and Assistance
ACL oL 1Y54, v amenuew, commonly known as PL 480 and often
fclerred to as the Fuoa tor Peace Progran.

e overall objectives of PL 480 are to: expand international
trace, uevelop ana Cxpanau txport markets ftor U.S. agricultural
COMmoLltles, Ccombat nungyer andg malnutrition, encouragc economic
wevelopiient 1n tue acveloping countries, ana promcte in other ways
Lnitee btates lereign volicy.

PL 480 was initially intenued as a temporary measure to help other
nations witn tneir toreign exchange shortages, and allow the
disposal of U.S. agricultural surpluses. Over the years the
Congress has periocically extendea and amendea the act, and today
geveral aistinct programs are conaucteca unaer PL 480. In line
with the oojectives notea above, this report deals with both the
Title 1 sales pProgram anu the Title 11 uonation program.

Title I ot Puplic Law 480 provides for the concessional sale of
agricultural conmouitics to frienaly countries. Agreements under
iltle 1 may ve signea ¢lther for dollar creait with up to 20 years
Lepayment perioa, or convertible local currency creuit with up to
40 years repayment perioa. Grace period for aollar credit
agreements range rrom zero to two years, ana those for convertible
locul currency agrcecements may be as long as ten years. Specific
down payments 1n collars liay bLe requirea under both types ot
agrecments.  Interest rates under both types of financing are set
by law at minimums or two percent during the grace period and
tnree percent tncreatter. For the majority of Title I sales
agreements, the minimum rates have been those used.

Althouygn tne Commodcity Credit Corporation (CcCC) finances the sale
ana export ot commoulties unaer Title I, actual sales are made by
private U.S5. suppliers to toreign importers, government agencies,
Oor private traue entities. The Corporation finances sales by
paying suppliers airectly through the U.S. banking system for that
bortion of their sale not covered by the required down payment.
CCC then collects tie amount due over the credit period, including
the interest, Lrom the importing country.
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Title 1I ot the act authorizes the donation ot (.S, teoc
cormoaities to voluntary relietl agencies, internaticred
organizations, and trienaly governments tor frec Glstribution.

ine legislation incluues the objectives of (a) reaching ti.o
poorest people 1in the poorer countries, especially cuiluren, ana
(b) contributing to the overall vevelopment procen: in tie ueorcer
countries. It proviues that toou may be made availiag-le for (b

tollowing general purposes:

- 10 meet famine or other urgent or extraorulnary reliefr
requirements.

- lo combat malnutrition, especially in chiluren.

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

- For needy persons and non-protit school lunck anc
pre-scnool feeding programs.

The Title II program in Zambia is a government-to-government
Sponsorea emergency reliet program. NAMBOARD, a GKZ parastetal,
is responsible for program implementation.

The PL 480 Title I program under review consists of foou having a
value ot about US$48 million. An additional US$2Y million L/ was
transferreu to the Government ot Zambia (GkZ) unacr Title II. The
entire AID-supported program reviewed totaled about Us$77 nmillion

Purpose and Scope

This review is an assessment of the effectjvences and nanageroent
ol the PL 480 program in s%ambia for the period May 1, 1477 tnrouyn
thay 31, 1982, conducted under the Agricultural Yraae Developmont
and Assistance Act ot 1954, as amended.

Lur primary objective was to assess the cxtent that Lite prodgran iy
achieving its legislative objectives; and to delermine ii *le
terms of the agreements [the sales agreement. iIn the case of

itle I proyrams, and the transfer authorizetion (‘i) in the gage
of Title II proyrams] were being tollowaed.

1/ This includes US $16.9Y million in treight chargyes.
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Utuer major objectives were to assess the maragenent and
wuinlunlstration ot the progran at the country level. ‘Thueso
incCiluueu the oryanlzatlional structure oi Lie reciplent governmendt
tor aaninistering each title, tne roles anu responsiollitics, ot
the partics 1nvolvea, ano the eltectiveness ana erticicncy oL
pLOYLall anagement processes -- 1ncluc ing progrem COLLUGT 1Ry,
Fepurtlng anu accountability,

FLGIL WOIK Was pertormec ot tice ALL/nalila GLLICC 15 Lubaka ond
LLE uSAlb/wllwanwe In harare. we were also 1n centuct witn the
U.5. kmbassy in saputo, Mozambique regarcing selectec aucit
matters pertailning to the %ambia PL 480 progran.

LLr JduUlt VOrK Locused primarily on tric Storaye, transwort andg
Glretcivutlon ot Title 11 tooa to the intencea reclplents; ahu
Inciuaca an catensive review ana inspection of inlund storage
conuatlons anc inills.  In adaition, we reviewed seicctea program
fGCuraus Lor otn Title 1 ance Yitle 11, interviewoo cogrnizant G.S.
tilussy olilcelals in Lusaka, ana oiscussec the prograin with locel,
proevincial ana national-level nost government ofticicls,

FIMDINGE, COWCLUSIUNS ANU KECUMMENLATIONS

siUie 14 cuviiodltles Valuea At Ush3.7 Lalsilorn
Gere Lndecountuoo cor (A iH03)

Thoanud, dalesa lay o2y, luBl, staetea thart al,<bu retric tons (M'l's)
VI Tites 1l looa valued at about US$HE.T7 mililoh werc provides to
calivla Lor cuergency lecdinyg. 'lhe CommoGitiog CONULr LouLe: wero
Lor (a) Lree alstrioution to victims of the arougnt uncojoe ‘o,
purchase Looa supplies, ance (b) sale. We weroe uaani2 to vet2rmine
LUw UCh Loow wan Glctributea to arought victims, how aucn local
currency wis Jenerated trom autnhiurlzoa vales, ur o wial Lrpocoe
yenerated tunds were expended Lor.

1he maln reason that we were unaple to make Lne requilrea
GELErMlliallons was becalse of the lack oj intormation anc reports
Gt otne Gl operating Lovel,

Whe CCIOGIUIes wWele proviace in responne Lo tihe arouho 1
calibla's bhentern rovince where it was estivatea there were 25,000
PRLLCNE Lading starvalion.  Saesc VICUInS were in aouition to
Lnusce, altaongn not sterving, who were unable to purcnane Looa,
The Ghe Guaeranteec 1n the Proyram ayreenent troat peopsle unahle to
buy Lood woeula recelve Title 11 tooa withont cest.,



-4-

Fooa not uistributed to the drought victims or to those unable to
purcnase tood was to be monetized. The local currency generated
Lrom the sale of Title IT commodities was to be deposited into &
special account no later than 90 days after the commodities were
solu. The specific uses of the local currency proceeds were o be
agreed upon in writing between the GRZ anu AID/Zambia.

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

- How much food was given to arought victims or to those
unable to purchase food

- How many people were altected

- Locations where this foodq was distributeg

- How much ftood was monetized and the amount of loecal
currency generated from the sales

- Evidence ot aeposit into a special account

- Plannea uses tor these funas and AlL/zambia's approval

The control mechanism for local currency generations and the
reporting requirements containea in Paragraphs D ana I' or 14 1603
State the itollowing:

L. "Local currency proceeus trom the sale ol commodities
under this agreement shall be deposited in a special
account no later than 49 aays atter the corn received
unager this agreement is sola by NAMBOARD. Leposits into
the special account hay e maue in several stages with
the 1inal ageposit being made not later than six months
after the last aelivery ot corn unaer this aurcement,
lhe local currency proceeds will be used tor project
activities directly related to tlercency relictf or
rchabilitation or for developnent Purposes that will help
alleviate the causes OL roou shortages for wihiich the
commoulties are authorizea. ‘he specitic uses of the
local currency pProceeds shall be agreedq upon in writing
between the GRY and USHIL/Lusaka.  The Gly agrees to
providae a quarterly report on o,y CUrrencles generateg
under thils agreement giving vctails of LOPOSIts anag
uisbursements. Al}l such amounts remaining unexpended
atter two years trom cdate of wueposit and accrued
interest, shall be aepusited with Amembassy, Lusaka
Controller.,"
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F. “The GRZ agrees to keep the USAID fully intormea
concerning the status ot commodity receipts, distribution
ana sales and will provide complete agetails, as
requested. Representatives of the USG will be permitted
to audit and have access to all recoraus pertaining to the
use of commocities providea 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 expenda2d, a report to the
USAID/Lusaka whicn includes the following data on
commodities and finances covered under this agreement:

(1) Beginning stocks

(2) Arrivals

(3) DListributions

(4) Sales

(5) Damagea stocks

(6) Enaing stocks

(7) Currencies generatea

(8) Deposits and Disbursements by authorized program"

At the time ot our review the GKRYZ had not complied with the cited
requirements,

Alb/wambia tola us that they hac attempted to opntain answers to
questions similar to ours, but the GK% haa not been responsive.
They went on to say that the monetizea ftunas were probably used
for cash incentives to farmers.

Subseguently to our review ana in response to our draft audit
report, AlD/Zambila stated:

"because of political proolems with one government office,
which were unrelated to the AID program or the Title 11
program, the GRZ and the USG did not initially reach agreement
on the use of the local currency. However, as soon as these
political problems were surmountea tne CKZ dia agree in
writing to the local currency use on 7/21/82. lmmeaiately
thereatter, NAMBOAKD opened tiie special account at Barclays
Bank (Account No. 0699362) ana depositeu into it Kwacha
2,891,214 which was realized trom the sale of 19,274.76 tons
or litle 11 maize in 19Yol. (Tne remaining aporoximately %,000
tons ol maize was helu in Zimbaowe at AlL/Zambia's request
penaing satistactory resolution of the local currcncy
agrecment relerrca to above. Now that tnis issue hae been
resolveu, Alb/Zambia is making arrangements tor tinal aelivery
of the maize). 1o acate NAMBOAKD cstimates that all ot the


http:19,274.76

-G -

Kz.9 miilion local generations wiil bLe aishburseu for (a) last
year's procucer price bonuses anda (0) future (i.e., 1982)
brouucer price increases as calleu for in the agreement.
According to a recent letter, NAMBUARL estimates that at least
2.342 million has already been useu tor farmer/producer price
bonuses, and the remainaer will be usca for the 1982 producer
price Increases.  once NAMBOAKD's 1981 anc 1¢82 accounting
Dooks arc tinalizea, NAMBUARD has stalew in a recent letter
that it wiitl uisvurse the funds from the special account for
the agreea local currency uses.  NAMBOAKL has also agreed to
proviae Alb/Zambia witn a quarterly special account report
until all tunus are tully ana tinally accountea for. With
regara to "itle 11 local currency, theretore, we believe that,
cespite the gelay in tormalizing tne lfocal currency use
agreemuen.e, tne GkZ4 chowea good laith in complying with the
mejor local currency vwjectives.  Snortly aiver negotialing
the cyreciient the Ghza announcec producer price bonuses..."

Tne actions that Alb/zambia Leportea the Grz nas now taken are a
PUS1ILIvVe Ctep. We remain o! the opinion that the reporting
provisions ul the 14 were not Coniplicc witn, LUt must pe if PL 440
proyrams are tou continue.

Conclugion anu Kecoummencation

In cur opinion agreements petween Soverelign states shoulua be
honorcu.  Une GrZ hau Lol aone so cven after Alb/%ambia followup
on nuerous occasions. Un July 21, lvys2 the GRy tinally ayreed on
the use ol tie local currency generations. powever, the GRY hao
not rully comvliea with the reporting reguirerents ot any ol the
the PL 480 agrecncnts.,  (Auditicnal cetalls are provided 1in
Supsequent sections ot this report). lovretfore, we have retained
OUr rccommencatlion for corrective acticn.

Recemniencaation Lo, |

AL/ vambla uevelop o country position
that will cnsure thet oo Py oacote 1es
drreed=to Coiiltivehbs G contelacy in Liree

’ - L . ,4.'.' -
Valloows Ui o w ol Carae, U, ST N I e

i - .

BLULG Do Conve eu Lo tae Gha anC sa0u Lo
LuCiuGe making 1oture prograns contingent
Upon Colipplianee; or i cil/samnbia

LOH1Lks 1t 10 noU un Lie oot interest ot

the Unlted States to COVOelop o ocountry
position that wili force compliane., then

1n consultlatlion witn Hli/vw, 1L Stioule be
cocuientoa that sl sarmnlia ivay continue

Lo provice PL w80 asolStance without

Legera to compliance with PL 460 aurcements.
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There were Significant Delays by The GRZ In Utilizing Ana
keporting Local Currency Funds Generated From Sale Of Title II
Commoaities (TA's 9601 ana 0602)

Unuer the provisione of TA 9601 and TA 0602, dated December 21,
1979 and February 4, 1981, respectively, 50,000 b71s of ‘Title II
corn were provideau to the GR4. ‘These commodities were authorized
to be mone%ized ana the proceeds used to proviue tarmers with cash
incentives to grow more foou and to expand/construct storage
tacilities. ('he major funuing fror the tacilities was to be
receivea trom other donors.) These two TA's were valued at about
US$6.9 million ana generatea approximately K5.3 million.l/ We
touna that atter about two years, US$2.17 million (K1.67 million)
remained to be spent unaer the terms of the TAs.

NAMBOAKL hau supmitted to AID/Zambia disbursement reports
accounting for K3,681,948. We veritied that these funds were
expended tor the purposes intencea. However, the required
quarterly reports on the disbursement ot the remaining funds were
not provideu as requirea.

We learned that on March 13, 1980, NAMBOARD openea a non-interest
bearing bank account at Barclays Bank of Zambia in Lusaka for
K3,255,892. On pdarch 19, 1980, NAMBOAKRD withdrew K1,582,472 to be
pald to 1lnaiviaual growers as an incentive leaving a balance of
k1,673,420 (US $2,175,446). These tunus remained on deposit until
October 198l. NAMBOARD advised AID/Zambia on November 23, 1981 by
letter that:

"The sum ot K1,673,418.90 which was in our special account was
paia to the riinistry ot Finance in tull. We have not heard
anything trom the Ministry ot Finance regqarding the use of
these tunds. Wwe however presume that these funds will be
utilizea tor agricultural projects incluaing storage
programme, in consultation with ycu."

AIL/sanbia has tolloweu up with the GKiz repeatedly with letters
and personal visits. Unforturately these ettorts were not
proauctive,

1/ ‘“Zambian Kwacha 1.00 = US $1.30
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AID/%ambia responced to our draft audit report by stating:

"kcgarding lransfer Authorization TA 9601 ana TA 0602 for
50,000 M1ls, the araft auuit oport notes that after about
2-years Kl1.67 million (ot a total of K5.3 million) local
currency generations had yct to be spent by the GRZ tor agreed
purpeses. While this is true, it is also true that (a) the
toou storage construction project which was involveu and was
to ve fundeu by Canauiun AlID, uid not get startea in 1980 as
flannea.  Construction ftinally began in carly 1982, and the
first importeu items (e.g., steel reinforcement for food
warenouse rools) arrivea in July, 1982. As a result, the PL
480 local currency counterpart input into the project has been
Gelayceu accoraingly, and the Gk Minlstry or Finance
acknowleaged in writing on June 1, 198z, tnat it still has
these funds anc intendas to use them as agreed and report on
their use for this project on Junc 1, 1983 after their CY
accounting books are finalized by kay of 1983. 1n our view,
therefore, although the process has taken longer than
anticipateu and reports are often untimely we believe the GRZ
has shown gooa taith in complying with the agreement..."

Coinclusion ana kecommencation

Ine 'LA's are clear on the purposes tor which the local currency
generations were to ve used. Further, the GRZ was to supmit
guurterly reports udetailing how the total amounts generatea
through monetization were spent. Altnough the GKZ has now
responucda aena agreecw to report on the use of these funds in 1983,
at the time ot our auait they haa not complica witn the reporting
reculrement--cven after repeatea All/Zambia attempts to obtain
intormation. At best, if the GRz uses these Lunas (equivalent to
US $2.2 miliion) in 1983 for the intended purpose, the warehouses
for which the tunas were carmar<eu will have been deiayed by about
three ycars ana tne Gk4 will have haa free use of the funas tor
tnat lengtn of time. Lkeporting on the use ot the remaining funus
snould pe 1ncorporated into implementation of recommendation No. 1
vecause ol the poor track recora ot the GKZ in nmeeting reporting
regulrecments,

Alb/%albia heeus 10 Follow-Up wWith ‘The GKZ Regaruing Reporting
Requirements On Title 1

Annual PL 480 Title I sell-help reports suomittea by the GR#% did
not proviue auequate information, were late, and the annual
certificd tinancial rcport hau not teen providea. Annual PL 480
Title I self-nelp reports are cue in AlD/Washington not later than
close ol business December 15 to meot the deaaline Lor the
Presiuent's annual Food for Peace report to Conyress in accordance
with Section 408 ot PL 480. The submitted reports did not relate
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the certifiea report of receipts and expenditures is an important
monitoring tool.

In response to our dratt auuait report AID/Zambia saia:

"Altnough the GRZ has not always submitted timely self-help
reports, we pelieve the tinal report snould mention several
salancing consluerations.  ‘the craft audit report states that
1t 1s essential to meet the Lecenver 15 ueadiine tor self-help
report so that the annual selt-help repert can be submitted to
Loncress. wnile it is true that Lecember 19 is a worldwiuge
Geatllne, 1t 18 also true tnat the US Lepartment of
fgriculture nas always been two Yeors benindg schedule ip
submltting tnelr report to congress., (“he FY 40 report was
submitted to Congress in July of 1Yez).

Inali out one case all Title I ayrecments in Zambia were
slgnea 1n June, vuly or auqust ol cach year, and the
commoulties arrived in Zamnia in September, Uctoover, November
ana becember. It 1s Lherclore aitticult to measure progress
In acnieving self-help measures or local currency generations
In hovember when the commouitios have not vet arrived or have
Just o arriveda, In the case ot some selt-help measures (e.qg.,
GG nelt-help conmitments to lncroase proaucer prices or
reuluce nmalze ana Ltertilizer supsildlies), progress can sometimes
be measurea within Live or six months of signing tne
adgrechicnts, but dencrally speakine at least onc Year must pass
trom the signing ol the ayreement beLore o thoroughly cetailed
sell help progress report can be formuleated . It tre local
carrency 1y Speclllically allocotea to parcicular Gy buagetary
Ltens, comellnes clghteen months muot baLe boetere tne GSkdois
1N a tesition to report on tnelr Lincinus,  In chort, a more
rational selt-nelp reporting reqguirement, {rom the 1iela point
of wview (1.¢., hot just HlL/samula vut AL woriawice), vwoula
be Lo require o selt-nelp progress report fron the recipilent
Yovernont oevery 15 (0) montns until o the /F1i/Mis sion ana
TUpte s Gt naLinlnG Lol agenclices ceterinlie thatl Lhose selt-nelp
reportn, taken together, (a) providae satlivtactory countent ana
SpeCiliclly ang () Inuicate that the resiplient government has
aue L a'1slacltory proyress Loward acnieving tne selt-help

MCaSL T Lo,

ACCOTL LG Lo the FLodbu dagrechonts signea in Lusaka, each year
In wwove e Whe Gl 19 Lo submi bt seli-pelp report which
reanurel proyress toward acnieving tne sell-thelp measures in
the ayrecuent. sccording to the yuiaclines, the ricla is then
obligwo to evaluate the GRZ's selli-help report ana send both
the selit-nelp report and our cevaluation to UsDiA. Alb/Zambia
has done Lhls, oano bascea on these evaluation accuaments,
Weéosnington ayencies dealing with PL 480 (L.e., primarily USDA)
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can either accept the selt-help report as satistactory or ask
for more uetail and speciticity. 1In short, wetermination of
the adeqguacy or the GKu's self-nhelp report rests in Washington
L.C. ana is based on the selt-help report itselft, as well as
tne Lielu's evaluation of the report. 1f the z2vait found that
the criteria tor self-nelp report aacquacy are too slack, it
secms tnat a more elbfective audit recommencation woula be
ulrecteu at Washlngton agency criteria. Wasnington agencies
nmust tirst improve seli-help report acceptability criteria
velore the tielu can be expected to tollow. However, this
cannot take place without the institution of a more rational
seli-telp report submission scheuule..,,."

“he auait report notes that the GkZ has yet to provide a
certitilea Linancial report on local currencies. While this is
true, we believe that the audit report should mention the
tollowing:

(L) ...lhat neither USDLA nor AIL worlawide has ever insistegd
that this gencral repeat general provision of »L 180
agrecmencs be strictly adhered to. we recommend that the
audit report reflect this tact anu report that KiG/A has made
similar tinaings in other pL 480 auaits it has conducted
recencly,

(¢) ihe audit report notes that AIb/Zanbia tiles are replete
with letters to the Gkg requesting the required reports. The
audlt report uoes pot mention, nowever, that cn three
VLCCuL1LULS s1nce 1Y8( Alb/szambia requested washington agencies
to intorm them if there were any repeat any outstanding PL 480
Title 1 repourts, and AID/szambia received negative replies...

««.be welieve that it AID wishes to correct the present
abproucu toward local currency use report compliance, the
auulit recommendation would have nmore ettect it it were
directed toward washington agencies (i.e., Alb/W anau usba)
rcather than at one tiela post."

In our view tne seli-help reports, althouyh improving still do not
provide adequate intormation on Progress in certain areas.

We also agree that six montn brogress reports would be a useful
monitoring tool and encourage USALD/Zumpia to put this requirement
in tuture agrecments. 1In our opinion, it is the USAID's
responsibility to establish such reporting reqguirewents as it
consiucre necessary to meet its monitoring responsibilitices, as
long as tnose requirements meet the minimum requirements of the
Agency.,

Ine certitied tfinancial report is a requirement ana should be met.
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o e reports, sitaough Liprovea, stitl o NOU Ciscuss
Sboviteel o Ll ayrcea Lo oectivicies.  Yars sncule continue to be
UL LUl Gad ore Lredael it reporto gt o redulres @b conslivered
hucessary.  elb/aamiora files are replete witn copics oL letters
LO, dnG weioranduin oL conterencCe:s with, Gre otisclals in atrempts
Lo obtaln ine requilcea Linancial reports GNere was, nowever, no
LNG1Catlon Lo Proolenn would pe resolvec i Cie near term.  This
IS oenothior exampie ol Lo GLY not hecring an agreca-to commitment,
sna shoula ve o incluued 1n the resolutic, Lo recommencalion ko, 1
on page o,

Project ronitoring heeas 1o Le Improveu

In the arca of improvea project monitoring, we believe that
ATLgiambla collu take some acaitional steps. AlD/Zambia did not
Gave g HyStenatle monitoring program to ensure that the GRz was
P LchcntinGg tne sert-help ang other aevrlopmental activities
using locai currency proceecus gyereratea trom title 1 osales.  In
AGGILIUL, We o wWere Unainle to locate wocumentary evidence that any
Alb/wanela SLAll wempers fdau MOuiltorew project aetivities in the
Lrouwgntl witectec arcas suppllea food unuer the 1itle 11 program.

Senlor slb/aamble officials tolae us tnat thne seli-help measures
wWole nesily oudgetary support ana not cuasily neasured.  Further
L ollice stall was very small ana tney just aivn't nave enough
PEOpLL wvallable o nake speclitic inspection visits. They went on
Lo sy Lhal wnen a4 seibl-nelp project was tiea in with one ol
Alb/wanible's cegular projects, it reccivea ateguate overview.,
Alb/danwia also incicateu tiela Lrips were mawe Lo the Western
rrovince Lo menitor the cisaster rolici YOG ain.

Mo reviewed selected Saies Lurecmonts toe cotermine 1t they
contaeliea self-uerp projects tinanced trom 1itle 1 local currency
veneratlons where procress coula bLe reacily measurea. We found
there were. o illustrate:

From tne July 1y, 197¢ Sales Agrecment

- Village level training mectings
- bemonstrations ot new coricultural techniques

Fron tne becember z1, 197y bales Ayreement

- Publication oi procucer prices

= huopt procedures to improve statistic gathering

~ Develop a marxeting course

- lmprove piant protection and grain storage tacilities
- Increase the number ol extension agents
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From tile July 22, 1981 Sales Agreement

=  liprove drain storage fLacilitiles
- scintorce the planning unit
- Provision oL creuit to the small farmer

It 1y cloar that these selt-nelp neasures are verifiable ana thus
easlly nonltorea.

In our view & more tormal monitoring program shoulu be initiatedqd,
Unlecs o pruceaure is established to review the uses of the local
Lurrcncy, the requirements ot Section 106 of public Law 480 cannot
DO Sodrenlot,

Section lU6(w) (1) readus in part:

"Agrecments nereunder tor tne sale of agricultural commoaities
Lor «olrlars on credit terms srall include provisions to assure
tnat tne proceeas rrom the sule ol the commodities in the
recipicnt country are used lor sucn economic purpose as are
agreed upon in the sates agreemcentc. ., . "

Ll50 Lrom the same Act, Section 109 (u) (5)

“IThe Presiuent snall take all abpropriate steps to uetermine
whethier tne economic development and selr-help provisions of
each agreement entereu into under this title, ana of each

diichumcnt to such an agreement, are being fully carried out."

Finally, the Agency's March 36, 1942 keport to Congress on the
Levelopmental Impact ot Puplic Law 480 haa the following to say
regaraing selt-nelp measures:

"Fissions are being encourageco to include actions in
turtherance ot ayricultural policy retorm in the self-help
measures wnere appropriate.  Periodic reviews of performance
to monitor implementation ana assess Progress on a reqular
basis are scheauled as well ..."

AIb/sambia aduressca the monitoring issue hy sa ing:
(

“I'nroughout tne araft auait report, but especially in the
section on self-hely, theiLe secms to be a conceptual problem
regaruing the terms quote program ungquote, uote project
unquote, quote selt-nelp measure unquote, quote aevelopment
activities unquote, etc. 1In many cases the most criticatl
selt-help measures in zambia's PL 480 ayreements relate to GRZ
policy reports. Compliance with tnese provisions cannot be
verifica by tield trips, anag no amount of All/Zambia
in-country travel, on-site inspections, etc. will help monitor
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progress towards GRZ compliance. Yor example, the primary
self-help objective ot the PL 480 brogyram <ince 197Y has been
to encourage the GRZ to (a) increase the vrices paia to food
producers in wambia, anc (n) L1ncresse consumer prices of
tertilizer o maiuze in ordar to reuuce yovernment subsiaies
and improve tuce terms ol trace 1or the tarmer.  Wwe have
achlevea Lo 0hjectives ana have not only carefully
monitored Gri progress towarc compliance put also octively
supported tre Gz In making those Gitticule pellicy decisions.
AIb/swambia tiles are replete witn aocumentation relatea to
this continuing ctfort, ana the Gko's PLo 4wy Mitle 1 selt-help
reports, 1n cur view anc in the view ot Wasnlngton agencies,
WELC aucyuate Lo verlly compliance in accordance witn existing
criteria..."

"The durait auait report notes gsoecific sell-nelp measures in
the Jaly 19, 1979 agreemenc, thoe Lecemver 21, 1Y7Y agreement
ana July 22, 1981 sales agrceemnent whiich, the report implies,
were not adecuately wmonitoreu. wWe beliove that, in all
fairness, tue report snoulu nave mentionea tnat (a) selt-help
reports werc submittea for cach of thesc agreements and found
acceptable by wasihington ayencies (L) several of the measures
are monitorcu 1n Lusakae ahd were adequately covered in the
self-help reports and All/camola eviluations, (e.g.,
publicaticn ot increasea procucer prices, reinforcement of the
planning unit, ctc.)..."

Ine Agency nas re-cmphasizea the neea tor improvea monitoring of
all local currency tunceu bprojects generated from PL 480 Title T
food sales. As recently as July 7, 1y87 the AID administrator
ueclareu:

"riissions witn Title 1 Proyrars should review their present
monitoring proceaures to ugetornine if chances or improvements
are needed.,."

In our view Albl/uanmiia's monitorlng procecures need to pe
strengtuenca, oune tue monitoring activities need to bhe
aocumented.  hegarainyg cite visit reports, the Project Officers
GULUCDUOK, Frpttioda L, stotoo:

"For etficicne managcnent anc continuity, 1t isg cqually
LIMROrLant the!l cucn vic its Lo recorued 1n written reportg
PLeparced o5 tChie 1 esponn L Proyect Ullicer. These reports
Serve o nunbir ol purpose., Tnly Proviue a succinct

comnmentat ;1 tor AlD elieuinc it en the Goatus ol the contract or
grant, bt LeCole an o integral part o tn<c orticial contract or
grant files o! the ngeney.  Properly conpletea, they

constitute ai. 1nvaluaile '"tollow up' noritoring tool by
ldgentitying [ronlems ana Lio aCtions required to resolve them."



Conclusion and Reconmendation

USAID/4ambia was not regularly monitoring implemertation and
assessing the use of counterpart proceeds, nor were reports
prepared on site visits. 1In our opinion, the best way to assure
compliance is systematic on-site inspections with appropriate trip
reports placea in the ofticial files.

kecommenuation ko, 2

Alb/“ambia develop proceaures Lo

(a) ensure on-site inspections ot

a representative sample ot self-help
prolects tinancea trom Title I local
currency sales procceds, ana (b) require
the preparation of trip reports to document
tne inspections.



APPENDIX A

List ot Kkeccamenwations

Page No
Recomnenuation ho. | Q
AlD/Zamt 1a weveiop a country pesition
that will cnsure that the Gk meets its
agrecd-to connlticnts a¢ conteine o in Lie
various PL 480 aGrecncents. ‘"o ocitiorn
shoula be conveyvea to the Ghy ana cihou
incluae ma<ing future prograns Contlngent
upon cotip-liance; or it all/namnia
thinks It is not in the Lest interest ot
the Unitca States Lo aevelor a country
position that will torce conpliance, then
in consultation with Alb/Ve, 1t snoula be
aocurenteu that Alb/ranvla ney contince
LO proviace FL 4EU assistarce witaout
regerd to complionce Wit FL bl ayrechents.
kecommcrication ho. 15

alb/canbla cevelop procecires to

(a) ensure on-vite inspecticne ot

@ represcntative sanple ot Sell-hielp
projects financea from Sitle ! local
currency selos proceces, ong () reuuire
the preparation ot trip reports to docunent
the inspections.

\b
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