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~EXECUTIVE SUMMARY.
 

Introduction~j
 

Ferilier asidentified1 by AID as the commodity 0os appropriate ' 
fo civn significant impact. on agricultural outp t. o~ 
imports virtually, ,ll of its manflactured f ertl,izepr rq'rmnSit is estimatled that Kenya's, annual requ~irements exceed 1601,600
metric tons, which~represents over US$37 milon in foreign excha gqe'.
 

The grant under', review provided balance. of paymen)ts support i , h0; 
amount. of 'US$204 million through,'-financing 'importso 9f reqira
fertilizer'.' Local~currency generatltons were toi'be deposited ino
special ccouit fromwhich disbuce 'ements were to be made for :joint',

UADKnaand Goverhmnt ofKna(O)agreed-to acii iesnsupport~ ~ ~ pfarclua.roduction. 

Prpose of Review ~ c;y 

Thepurposeof ou review. was to determi~ne whether: (a), Governmen 
~of Kenya.(acting through the Ministry of Agricultura, and the 'Kena 

Farmers %FA)J 	 cont over Ioo1.uscaon 	 management )11 thoe 
currencies generated fromn feritlizer s ales wer dqaA 

(b)AID-financed 'fertilizer was propl uiliie,k (c)
from the special'account were made only $fter consult tion,,i
USI,(d) :UBAID/Kny. assuffibo ly moitd~rg,* epog

(e)applicable United-States lawsanAgcyrutos r' bin:
omple with* Another. pupose was to follow-up ion he
implempntation of pertinont recommondations~ containL n dit 
Report N~os* 3-615-76-18 and 3-6577 

Pindings and Codclusions
 

The CIP pIrogram in Kena is inf -need of inrae maiai6Cattention if it is to: achieve its development obijecotives,
that# by and large, the:legislatlon, 4gficy reguataions*~ and-i b tI documentation .were ,not followed as olosal as they, shoul

p gav
;baen. in,some instances all the caaorso rga'gI'nd­
were ignored. 	 ~ 7 * O P@ C (a. 

our findings areasuuiaixedibelow and detailed 41 the f 01610
sections of-thierepoct, along with ce o~ondationa s ar A
for 	corrective actiont 

No all the, local crec eeae b h 1P 
of, AIU-tfinacad fertilizer had, bea deposited n6 -OC, 

I~peial s~- account (pgo2to5) 

a~ r 1W 



--------------------------------
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C ~ 

~ >t'~~ 

USAZD's ma~iagemsnt ar~d~ overvjew of ~he prog a
 
improvomen~. $pocifica3A


4~~'or&~cloaeW~to pro~ram ~ ~here~#s ~ n~e~4 toa~:~
 
coordination with tho 00K (page ~o 9~. 

v~. ~ 

~~reports issued in r~'s~ ~.9?6 and 2977 disc~ose4
 
< 

I 

GOK ~ ~o account for about ~U$$2.9 u~Ufon In 1ooa2
 
currency goneratod~ f~om prior sales 9f~ArD-finan~d ~
 

f 	 fertilizer. This ~nattor had gone unresolved fO~ QY*C~ 
seven years (pages 9 to 11). 	 U 

-Stocks of £e~ti34:er r*inaln@d 2 unsold ~for ~a& excss~ve 
.~.,perLo4 of, time. The *i~ggishsalosotsthO5q~ A~D.fiij~nced


comz~oditles ve~e the rosult of ~th~i00K'3~rSa~iStiO
 
~,pricing ~olicy4 ~4ea~ the conclusion of ~our review', 


USAXD/Keflya convinced the 00K to reduce 'the sales price
 
-of this fertilizer (pages1.2~and~ 12) ~ 

4"-

Our report 'contains three recoiuuenda~ionS to~a~sLs~ US I~e~ya 4n 

correcting noted deficiencies. ~	 
<2 

At th~ conclueion of o~zr au4it,~an~exit con~*c@n@@ V~S22 *~ Ltb 
officials of USAIQ/Konya. W~ a2so~~proVid~d~ the US~ZD vttb a rat 

-------- report of our findings sand roco~efldU~LOnS2 cO~5~2flt5 byAhe u~i~~ 

during the exit oon~orenc@ and in respons&~ t4'eUr22 ~ift tqpQr a * 
nc~rporated into thJ~s ropor~vhere considered pertfrqn~ 

2 

2 
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BACKGROLJHD 

introduction 
SThie C__iti y~ Ipor Prog9am gra as a-es 
shr term and long tecrm sconon%* Ta~probems ey:
 
progra as al2so designed to provide su2bstantial assitne-oT 

agriculual sector through the, 'fiancn. of 1ortilies::an
 
ri*subsequently through a#2ootive programming of loa curenc 

Ptrograu Assistance. Approval Document,,,AA) 615-0200# approved in 
6oembat"1980,: provi~ded Justitatton""for a CIP.,grant to, th G(OK,4 
a~ to ,its, request *'iIlioninbalanc f a etsres!nse for U5$20 
onsance .during; '-1980-81. 0*- tota aprqustdthe" amut 
:US$)4.5 Imlliow was 4itially approved* InJune 1981 to1c awo 
Anacealod byUs501 iion whcbrutte lvel of assstance to
 
the requested US$20 million,
 

DoVolopments inrcaont yeats -6V demonstrated Kna vulnerabilt
toexternal events.,,, Somaeof ho vnswr ()t olpe f 
th -Re (African "C m u lt in hese6 :(b) ton ofa)& ! o o 'Q,:,b

19 f -()s @ I nternational~ raosin (17/5 Od _990) 
(d)continued increases in the ,,rc r'erlu-ad1 eae 
pcoducos', and (o)-',.qddc droughts (17 n 90 -hsO vhs 

All~dvesolyImpcted'onKona's balanceof. yntoposito _:9 

PAK~ ase such *acoto Konya' thb _aoartially, aesult~of gr, ate
erratic over, the yeatmi, The countrys4os oesi cout 
(GDP):gcowth dueingho period 1974 9 aveae Apren#- h~ 

&:~ the toQt 1980 dipped 2 percent* mane* rl6rate to 08 ii £ 
1981 and 1962 Iosesimat to haiii 412lon the,~9S1 .11levl 

Konyafaced. A shortfall In donor-supplio f4otLiesI aedr 
yas19 0/6 in~1980, external suappott. for' fotlsc' impis a 

*- 0IA 

Stho -three provided an annuial tal. of 6700 merc-os o 
fotiligr (over 40 percent ofonasvel rqimnt
 

Programming of USS millon In grn -satne.

aDproximat~~ 63*000 metric onsI as1$1 ,naon'-iih".,- "­

~. ~4fertillser wM 10#611,1 7o 



"2m 

-Purpose and S,-.op 

This review isan:assessme, of te e fetvnx, and,,aaaa ,o 
-the CIP program in K~enya for the perciod Ocobe l 90 1 hog, 

our primary purpose was to detesrmino whether~ (a G0K [acin tough
tho:nistry of Aiculure H. and the Kelya Parmers, sccto 

~(KA) J managewont qcontro1s ovec tho local~ curnisf g.'e:,rae ' 
fetrlixer sales were adeqi ',t (b)AID-financed fortI 14 wa 
prmty tlie,() Ldisbursements from the. special accoun we're
mado' only 'aftdr- consultation with the USAID# d Us DKnt aSsatifactoril :monitoring' th~program, and, (eJ), ppl

S States laws-.,and, Agency ro ulations wer* comp14.& wih Mte 
purpose .was to learn U_ the .- oa uny "qiv n ofabu 

~ 08*3.9, which ,was the ouuo @@9dtohadadt us 
been deposited and, properly uatilized - prior audits War* 
3 615-76-18#. 10/29/751 ad 3-615-77-7 2/1/7 

Audit work ,won pectot.d at the U8&?D/Kenyo oc in Naiobi W 
also p'in stocks~of ftilie o'oocd nbtted unsold 

Nairobi and :NshucuO Knya. in addto e:nevee n h 
lntyconferences with ognixont OOK. resr oficls 'an KIPA 
oft~o4*r Wevo" also had§ dsuion withslce BI/ay

oCZicIaLs a'nd'ottifa conversant with the opcaiontthI@orn 

While our audit was In proces, the Kony Iwa also coeweddg
th~e U.8* General''Accounting Oftoe(A)apcto awrl4
review ot AID's CIP' We and UOthehae norainsauua~ 
durngotoiea andg at tho doauino h A ii#te
provided us wiLth a copy of their Interim meorndu t tholAIf 

AboutX# n (U ou oaa*dltio1na 120. mil io fa f olg
million. V. %O$22C million),- had4 qW epsto n to n:1 

~ milion) bed sold th'roed vot.nt dpatdbeen butUe 
mion waremaining K80, (4USS5 81,1110n): upoonT -b ux1 

i~>~ Vas June,7#S912o
 

n y Sh l i g K I I a ,t eJ n
V"WUL1 TM frt hpwsonorilt rie 

114 culgnrto#o lclcrec a e, t 

to~ price4 0woo
 
ON840"t ot rte
 



KA#,the GOK's ,agent for this cip pogcam, was to doosi th loc3Qal
cucr@flg- equivalenlt as~ the fertilize was sold or withina year 
af*ter thoic radeipte whichev.t was sooner*a
 

Fnd.a 'All :credLit _sales~ wco :nanoed -by~theIA giulualr1na.n 
Scorporation ,(Arc).0' Because of liquldity probloas AC did not remit 
to KFA in a timely mannor*, TO~r taggravat h iuto F 

remits the: sales -prooods: to thu andl (b)~remits to the 00O
Treasury for deposit In the , spcial account::only after they 4 e 
paid. Those are the prime ceasons-why all sales wer not dopositd
Into the~special account, ., 

Wedisagroe with rA's , interpretation of whien ai sale takes place,~
Undor generally accepted .accountingrprinctploi, ol t ecre 
when tho transfer.of. onership of Un4 title to property pa.seU from 
one person to another. in & .moronrrowsaes & sle occurse when 

are appeopriated to ontract.<..
'goods 


KVPA had boon withholding deo sit,:6 h pca con ni
roitLed to then totcredit transactos v4ito,%Ato h 
postion,'that it need In@L remit~ to th:eoa for* thhsl vlugot anl unnold tortiliwor. Again wvAdlsgro~vtkKF stane,1 valu

7 l~vftron I~s supported by the gi~Laqmnt whchtth!Asote. P! 

ill puroses
this rantW ttegteyaenA~woh 

ends theb grlasseeilus t.toefrstoaue 

that th following procedures ar@~ tollowiede 

(111) ow~itls a*"consumed or used th7helwotut -hot lator than (1 yQt from~the dot
0S omar .jMOWedIties are r9v from 

4 .,~. 4And tea th@ s"me grant agremento , 

amo ni"eato ft" to thse ?t*&oequa Use4 
an authortsed "@m theto &a a eot tth 

@~ or4pcaino h lgbelmos 

4414444 44..4'4.. .. ,'34,. 

http:transfer.of


ou eview of iKFCS receiving coports an illsA of, lading ovein
tevatioU , shipments shol~o that the, laest arrival 'dat of 

fortetilier, improttd underth~e PY 1981, AgremntIno N'csoy 
was about Novoinor IS.- 1981. Tus# accordngto th grnt 

thetogilxos41ould3 av deposited~ e; spcilaconbeen unto 
note later than November 15, 1982.
 

Further, this in~ the of curec jto
delay deposit local inol~ the
spe.cial. account t:was, ImpactLing adversely on MA's doelosontprojects In Kenya. Mot deveopm~ent . pots have a lclcrecco~pne :.which, local serviesfinances andue~pti
special account is one source o*, pitinds or those, local currency
expendtues Thus* the full develjon~ta Impct, n AID. projects
using local currency generations was not~beinq realized, 

Recmenaton 

The 009t acting, through tho,KVA, had not maetimely deoistth 
of fertilis@r unsold &tt.onoyearsho~u have ben depoulto4. 
in response to out drAtt report the UBAID "I~ds ~jj; 

on *tbuary 3#. 1983 UBAID Issued a leter extoding the
date for atiiation of -th~e ' oodties to ,Jul 1
1963. such all *Rtensi to alloed:, (17 t can 

aoo~nt)under~ section 346 VtIMlq~in 07 Cm~od ties 
a 'arkt't *tor~ooaitln warrant. 

UsAID thqto@ire would taR. the psition that XPA shul 
dopoolt onl those currencies wihhave boon atually
generate. 

based on its Aehow ment with 0C KVA I O 
&got leaa*Ato009s cei ognt. 31 tbor 
direct paty to UAI' roqot SOittudto W~ith I4is 

cleat KrA oamost COOLt um4i has notrocole. 4 

unsold stock@ aff ost, et. tIA shoul oadth
remainn genetaw~ £(0S to the C~nooTh Ioo

Watrviiia a h~ b@og"~tos&r
" Posit" 4 ft&o I ta Acun* 



OurdrfL epor reomne that ~USAI/ayatk c v1pi h 
00OK t(Q havoeKI 70,57149 *opositoe4 1"to bho speca a n*, Since 

USAD# n Pbruary 30 1983* retoactively extended the-tm-i hc 
th comoities ar to be, utlzd we aou 

Recomendation N~o. I 

USAID/Konya tke ,bth appropriate action
tohave~ local~ cencywvLth the 00ROOK 

wrocods-1com th' colon of,'.ApD inanced 
which amounted to 83.6 

promtlydeposited into the spoclai 

A:tiior 

account
 

geerton vr Idetepoted inpth corec amunpand.~-in aiml 
havin no~ato varltyg tat loca duro wthan f or 

manne$U g to wt ~O~~ k b4 thev.u 

usofr theUpuroos: nod naccount was acualn(SN411i~nggloal to take fretaton we h',- etlze oI 
county 

it was not only out opinion that USID/Ka a' moitoshp ofth 
unsol(ter one, n~a 


As womQ$'rt 1041' v~an, Inadeqtat* of a~p alw I' CP 
the@ pc Accountin offloo (CA1 rcnlreiwed tho. iwn 

.c Ugt. ifl*yt hasj~ inot ad uey moitrd h 
In tton of;RW th s0nladb -I h oko 

Van arrva
doamonrAdAmAuate ,rcod Aomi 

fo lcal urecditiato an acutn 

9@bao and~ disostin, 

AAIDX~y oItinta4 attdta owd ria n 

nobe ouse#wn nt a httIort-a, 

disttibti w n ftthi nioo 



4- 6A 

AID 1tandbook, 150 Chapter lot describes~ the proceue fori' nsuring
~that cO~iPo&tes are properl accounted for and uased, The. USArD wags
etcqu*1red to evlate the BorwrGrnal 1300s) cQomoit

arival and disposition- system. I the UAID determined- -that the
-6m 1-a a ""--Fae 01affi -l- -tnoe rhequ Iceoe Kti -­

H~~;jandbook 15 wii :be~ma 'than the 'USAID is supposed to ,uonitor thesystem*,i toU.Ddtrias htteDGesse 
dos ot prvd adqut acounting for commoditie@s, then it sol 

~establish admaintain its own system. ~-'- ~ . 

USAID/Kanya did not have onL file therqie proe ecito 
6 of the 0/0's. arrvl a4n4d, ipostion, system, -th&:U6A's *valuation

o'that systm 9 nor : the URI' onitq1ihg procedures$
SUSMP/Konya's Progr~am, officoc tol14 Ius that, he vas not aware of the

USAI having petformad-the c.'4uirae valuations 

USAIDA aroe required# .hon any, commodity i~s furniched on a~gran
baos! under, artangom~nts which will resul~t the accral1 ofproceeds +to theZ eloa t ntryo.' -:o ensure 

,in' 

tha~t: the reipett
country, astalblnhsa _spoolal accouint* This in a requirmn -o6f 

6Section~ 609 v; 'the' Foreignr Astin-tonce Adt oIU191* \an amended. 
Thoooptocoods ac#, to lie us.& forl suuuallW *groodupon deel~opmenpro eats,.1 AID, tHndbeoa 4 roquirtos Utat USADs moior cmlac

wft?,',thoserequirements. Sipei olly Apenix 1A oft Hanboo 4~ 
6tates
s that USAXO;, n prpit hc collection and u~s of 

A special accousnt oas established. In, Harch 1981~ for the proceed 
,'4froms fortIlisor solos~ hoovvr the U8AID Oddnot hav~e docunoaioto

,.showing *ooist currnt account 
6 

toaocoquntnor did A tknow&the 
~aancebs- None o the required 001 eports war* providedtO toI 
-USAID/Ko"Yo, 
 only :two. docuentsjl CIPYieWe found h Ulnwhc 
identife th aoount ba2onoe-4 An Otober 10t' 13981 docqAnt showed. 

tha Bfha. 7.0 million had boon doposied,?he-scn document$ anAprW1 19,v 1982, letter: 1ftn 'the, Ministry- of uInco sted ha 
:944-9-4-.ho. 63,- million of~ an expected::-.hG 110 m- lo ' en 

?'~,.666-deposited,_ K8 10ULUI a~~ 

hade received, li boeiIvv@4 thAt tho Ministr tFnac a 
comp~leted Informatton andrwould be able to provide itupon requet 

AsI to progomKimig of, local urcecy officia.l files shwe ta 
U5A10. and the* 00K Nach 81 a ofdvlomnagreed In Pt on lis 
prA~Uojects eligible, for Cxl' onsecatod loal curecyfnanig Th, 
list vanwas1 M I Aprl, Th.prjcs nth itfacodn 
to111 "til -. of rinan the 3SIDere1 alo1982 Ministr onte .
lacluod In ~'thot 39*j/8 bud~get1o fudn' . hEtormOtio

Stold us that USAID had not ascetie whether aywtdial'had 
tsaobi 

'4 ~~~~~rdie t~ 
boon~~~~~~~~ ma*fo4h pca con~o a h O enrq 

http:expected::-.hG
http:944-9-4-.ho


--

provide such inormation that wou~ld a ble hI o assre *ef 'tt
 
the funds~wr acual Used fo th agr'd' upo prjt. IN said

She beolieved that i the inistry o Fiance_ sma have 'dffcut 
gonra'ig uc Iforma5tion because once the fud I tha spca 

funible. 

Futher tho Program, officer statedi that he was remiss in not 
KK 7 obtaining the required, semi-annuul reports 'on the St~tu of th

special account, and -that he, would1 try to obtain -this inCratin 
la agreed that~ timpely reporting on the special accoun was neede 
frpropsr monitoring.
 

in addtion, the Program officer believd tat the MiK ot

monitoring rasponsibility did :not, extend n hto, the actual sof 
local curr~ency# beyond , dentifyin~g: el~igible GO0 deopmentq
projects. 'Thus, ho felt thathoi o me th A euieeto

assur~ing proper use of the currency by iatfigdvlpetUd
inr the 00K budget equivalent to the exeted4 OZP gonrae
currency,, Conoaquentlyt the 00K had no~t been requsted to. reporto.

tho use of the curt'oncy. : ' 

14ao disagree with tho SI nti,.mtt. h A hudnthvto Iplout each utnphissaan J Iht is ratherstopinsngng~ g agency.eorce~s. n r
naive to expect that by, ProraMming a. resoure#Ait,i besent for~

iths purpose without so0me syftq&M of ollwup, AID) oul efetlqlj4
eliminate all aclountingesystemu ifthater h~e~case, 

#%In*# the Projoct,'Papor for the CIP programundo r. eoriboalteiew 

more definitive roles 

$9 The' Comodity import. Program~ "grant wil gonarsta
substantial amounts of l6o ururny ithch repr~cont nn
Important resouirce t a4 us by the Governmn ofXyai
pursutt of Its daoe-opment- object~ives ThMistes.o
Vinance and aconosfc: Plannl~n4 e ageean opmnt aeL 
that tho' 'Una~t taeso curnce should be careully
plannod to encuroe thli'l they atre. pleuI* anr oal 
the maximum Impact en priority dovopnnt rblm.'A41
dotinitivo agreement 'Wil abachodwti sxmohs f
the signing -of . he.C*I.P grant' (to b xrse n.a 
eXCJohag# Of lottorgs L~won th,noinsryo,
P'lanning and. Dovlopmet and USAXD/Kay hihwlL ov 
as a Sub-agteoeinnt to 1the .. hba~sicoGatAremn),
the objotivos and! critoria tobeapidI usso7 ta., 

~~ the anniversary' of_rth;. Grnt Aroetsecfig'OOI
ofeallocatlons$ 44iauremants sand baaes 4n
1 h Sc~tr
 

4l th d, lr : t y n 

in IMI' rtnroon o a rf 

th t oiana eor*Aenwi 



It is the inen of this pr4oet thet loa curqeo usi 
shalbe prog *wmod in sup oQt of GOK agr cu tuo z 

area ~f .,ith'-A 0n,deveopmuent and in . R~Ccosnn DO 

It is, envisaged that the activ~ite to. be supported would
be thossi,whicb most direc~t3y . address 'onstraint to 
incroaslng odcdc~i bysmall f~irmoeI inrase rural


emlymnland sis n h developmet :o small-scale
 

Conclusion. :USAID/Ke'nya Comments and Recommendation 

itssions are required to assure that the l~ocal uonygortdb 
'> thei cpis deposited ina special account and usd tofnance' local 

USAID/Ko!ya, fproject$ an agee4'"to. AtM insufQcin<,development_


informAtion was avaIible to .atiay Lhiis requ roen :Frhr h 
4&' OX0had, not -submitted any, ok'.h reuire reporso th aus f 

<;:,the~ aocount *and had ,not boon r6q4iqstod to do*so.Du to te meto 
of programming. the, local- currency$~. there was-n-asrcettth 
funds we oor woul~d bo Apont onl the approve prQ~o a.se 

inrosponso to our-draft report USAID/Konya sai4ds
 

"UwAD ais, that thei Grantee ha no t eore
adequately on,.the prgrm impemntaton Lotr No#to3 
"pollod, out, the; reporting requirements In deal 
Unftortunately th -inisty of Aricuture :and the 
Ministry of Pihna havbs hued to adequatelymet then* 
ooda. Thin', Is a_ problom , symptomatic of all GOK&2 

raporting ,rquirements. They give U a appiahes of
being able to ocomplX with thone requl ireets across~ the 
board."
 

They also said:
 
"inorertoreducotho layers of reotng*, I/oy

hai ojuoutd that KPM oport ditly to UAD h 
00K ha.# now, agroodt with our roiue,tand this ilb
formalixed b~y Implamanation Letter to be Iisoue shrty 

Furthers UAonya will tak several stest'iur 
tha, th ,general~ uidanv Is not.a ds ih 

Qxtneion>ot th ti* o mutual ageeen on loca 

2:5 

1,1u 

I 
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budgt rC8hb.S (C)given th0 oQmjr.xy f,, the aiicsRte and a need to alo o oage' charg em *too agree to alowLK to. hold a percentage of tho.-rocoodsuntil the parties an agree on finai costs and jaturns. 

tJSAID/Kanya~ develop a monoring
procedure that will proide 'necessary
management cnrl o aeutladdrss, th reqwc0!uents1 of IHandloo) 4#
Niandbook 15 and.',eotion,'609: of th FAA# 

2specifically de'oloping poedures that 
> 22allow USUD/Konya. to veify- that the 

2, .fuStnds were spent for, the)V ppos 
2 ~ agreed In the amounta agreed. ~ 

Th K2Node 
 Doocit And Acun ForTh Loca currenc
 

The O neoded to d~eposit 2 and account for to loca cec 
> 22equivalent of UB$1*9 millon. 'This, thopamout duo' fthe 

2, the 7sale of fortilLxu Imported, undr?aXVIUprvosCIP rjo~ o_ 
22 which the loal currency equivalent was not totally dposited 

2This Iisuo was first Idontifiod in Auidit Report Moo' 3.65-7­
22 10/29/75 (Ree9coanation No. 2)1g and, again brou~ght~to, th attetio 

of U222SuAID/K~onya ,In Audit Re.port Nos 3-615777t 2/11/7* 
(Roommndation No. 14).'2 

ropndo'oo files showed that on Januay213#~ 1977 and 2ftuac'2 

l1o 1977, U8AD/ona requested tho '00K to provide inomto2
ooncoEr ng thoe 0u~.To out,knov3.edg' 'the OQKhad not oe dato thos coquests, noer 4td8 the 'USAID £;o).1we4 up WoV do not fht 
~< Imply that the USAID ceoinedluhawa o* polmo5the>bur a 

22224252222 1977.' T'hay 'wa. Tfhion a'vidancad b he Ioll~4n oxaptteo*theU Prjet Paporl~ dated September 1980, fior the Y18 rq 1 

Ihile the.. W all of fertilizer wae vatual1 cold orothocviso 2acountod, for-2 at distrosso4 Crgo, COMP1ota 
'r'ieentpaym~ ~ 2 tilixor vs : not made togvrnet

Clovonmo5nt, has: a Alt of 42plvat trnaeswh weI
substatial mu f *r,ti.zea ove thpos yas 

In reent months the Director of USA:Daprchdte
22 V2~~?2222o222 y eCnt's, 0fioe ad initiated a' dialogt ida

solution tothe prble a~nd ocoetebok n4t 
prsoam lon A aI resuAlt~th tsiot 

n ffc 
Inctuc2o tho Mnistry 2 Q1~ r to Vto 

tolo2no2tta~n 2oc atr n te atllr 

2,22* 



loan and to rosolve :-the issue. The Permanet Seret.a gMinistry of rLcitture, was appointed chairman o e
*~itaskforce,. c Icue a~rbpresEntative from~ USAID. 

An i'nvoetiationa into the matter revealed that virtually 
no. 1o__ua~in -a-tknby.govnmen- ollect 
o~utt~iid~ng amoiiiits. in recent ye~ars It appears that
after : .an initiall two yeairs of vigorous action byA
Government 'to collect ,outstanding debts and in'surance 
olalips,'personnel 'changes~ in~ mnanagemuent, positions in
 
~overnnment resulted. in-the loss of continuity and~ 

ntoret~n~he'prblem.'4O
 

Also from the same document:J i~ 
.The missoths di~ead the, matter~in detail with 

ministry of :Pinance officials, w.ho" were in -governmient >during 	the period of the 'fertilizer activity and who.. are
acquainted with the details of4the !matter. Ministry
OffiCials are inteorstod in closing._' h :,~booIks on 'this 
mattor as prlged deeis increasingly becomi~ng a
'oountarprective Oxeieise. Th Government%~ is
cenaidaring options for bringing tematter to a close.>'
 

K 	 Govornment, can attemupt, to ascertain thea exact amuiO~t$ 
dopositad in the: Developmuent~ Accounlt in. Treasury K>
attrih'utod to USAID fotilixor~sales or' failing that ,,to 

'4detormine 
 the total amunt daposied 4fort all donor
frtilizers during 'hat perid. ,n h basis of~ this

iniustAion it may chos. to, transfer funda to cover the
shortfallo Tile USAID and Government willI continue to 
purnuo 	tho matter. 

Anothr 	altrnative io'for the V.1. to pucsuea acourse of~
.action Anitiatd:-arliot whc a dsge ohl
 
govornmont accountablo ta rocedure swhich-did not exist
 
at thaitime ,of arrival of te fortilla*er nd had-not boonj
davolopod Iby~ the U.84A.I.D.-.ad OX. USA"O findo ttibQ;Kw
option :cunterproductive at 'th i's ju tura of U.S#.
tolationshipa. with :Konya# 011, icularly in. view of the 
fact It has Iloarnod from its a atkon 4,@~0ii
 

osth~ouen of no$ for handling all~
 
government purch.'sod fertil *at#."
 

SAn noted above# in thoe Soptembor 1980? Project Paper USAID/KonyAffimedtha "ToUSI and oovonmant will~ continuae to pusue the 
mattor. 'we found no Indicat'ion thatf US ?b/Konya had *lfurther 

"-'A110O))*V*-Up. 	 A constiltant "vog'loved 4by thaO Traur# who was
 
ar Pn tn shold vob 	 aon 
wonea cooital~ iuarof t. Ths, sa year a tor,.thi
vasbought t~o th-tato fUADMna cint eov-t
 
#tl a~thground WOO­

4 
L' 

http:U.84A.I.D.-.ad


Cocuso an Reomndto
 
'Formoeta ee er- h a ald omk onepr 

CIP, hereul hatO'a~ll~~ is enaout US1'vilin~nloal-'-_enyth 
shi1 oe ster G& I'hs -dvlpetojc v' a.oul ha. beenuseaor 

nt beenaaiale.,rn I&4 ofM)EQ etlie)aa'a
 

~r ue 'ao doveo(a)n plan of action 
to~~oa resoin mjc oQf or Yl 

detvlopa~~i thore 

the aper Sacptunbir 1.f0 ~h 

CIP~~S$. milliontii'ta P 19715urro tIatfrotm,~l. theio n 
bend foow U ahshoud ha (b),, fotrog ith' deveopmt objcie 

. . - Reom oactozv.co.cluion iV f cs ay­

"' Uollecton, ino conjuncthon wovenmet -'' 

accunble,(a steopapatof ationet 
altcernaivo te mn'the r ojecunaper) moy 
be loreq urecuired.et ' boi 

the mjrtyof~ tueppaoPertlii and whroh withri aTr; 

totalquanttipotd, nluson., agoodtocotsaruaio oGOK 

CoPlooffinialo hold zer *oenot eastha'tefri wa moig 
iscotrledwhlouthber prtdued oi e lm. ia coso ' aon n o 

Thofort ater whie nes beondcth rae)ay oftoavr 

Soynks ro hasPnac~had UnurOfofM et~io Reinedro etilizrAV 

ofrtilizer 'Per mjoriy o.av'tc wat tol foreignhouha w~a 
alms thnied unmo.l 1oeriodcoetimr f~etiize sanpice are 
lowrM thn. thea.'AI-toanse coodkities, ecabue the comaniof the 
not iutieth Mporatexpendsive af 00Kagcreodtfor-ot aluaoto fom
 
ab ou c40 to Kilona, $ mlin. 
 "a .<a­

iilj"'''KP'-oficiles-tol
usthaat 'he 
 a-4 

http:urecuired.et
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> 	 4 

~ ~ ~ ~ 

4a ~ 

USMD o~ticial~ ad~daed us th~t the~G0K had r9~j~~y ~te4uced 
ice of a lJ~O~. Kg bag 9f ~TSP from KS 213 to K8~1~5~ about 22 

percent. A~ the~ e4tco,~ter.nce USAID~oU oiia2,s s ted t~at~ this 
price reduction has shad an ~mme4iat.~imp~ct QI~
 

~j~yi?~4W stoc~s. They~also stated ~hatyLtb 4thi.~prioe adsqn~,:co1j ~
 
wi #the.ppcoaching-~I~an t~ing~
should be~ 	 eKhaustod within 6&dayu.~ 

Conclusion 

AID-tinanc*d~ ~bdlI~~wwua.~awu Ufl5Oldj to~ 
~ ecoeeding one year. T~I1s was caused by the oo*sod ties t~~g pric4~

V 	 out of the conswu~irs~ coach and the availability ot 4*sa expensive
 
Co ctiliz*c. The USAID has convinced the ~00K t~ ~du~e~ ~he silos
 

Wa	 pri~ce of TSP by about 22.5 perce~nt. Thisahas h~d almosiipediat. 
rosults isv lowerin the. fortili:er inventory. ~Zi~' vie~e of ~his 
positive action which tho USAZD7ha~ tak~n we ace ~ making a 

Th 
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~ .oa ~'OOKto~ curotv enproees fo h 

Recomendationo 2.
 
USAZD/IKonya deveop ah, moitorin pocedur tha

wil povhade n1oosst-,,ma' t controlsqt 
sapeiial procdure allowo~Adevelopin that

UWoKon. ~ton vert thatth fiunds ote set 
frmte depobse agred i the ameounts ago. 

Rocommndation Woo- 23 
IIBAID/Konyat I ceeonju,~n~tin wit0the 0011 
(deqdevelop aesplnofatet olve theb6resj4e~s 
matte ofl accounin foete.lclcurny 

equivalent of abot US$1.9 million from the
 
Y 195CP*-n (b) follo through withit toa
-

satinfaotory conlusion. ifncssart ogdthe 00R that a:i bill for Colletio "to hodi the 
ovrnot-accountable" (as ttda*n
alternative in the Project Paper) may becqutd 
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