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EXECUTIVE SUMMARY

1. KMDP OBJECTTVES AND SCOPE

The objective of the Kenya Market Development Program (KMDP) is
to assist the Government of Kenya (GOK) achieve its major goal of
increased agricultural productivity. The Program will support
improvements in the systems for implementation of policy changes
and a reduction in the real costs: of agricultural marketing
through investment in rural infrastructures. The program will
also complement other GOK programs for the reform of the
agricultural sector, and particularly the EEC sponsored Cereals
Sector Reform Program (CSRP).

KMDP 12 envisaged as a long-term (ten-years) program. There
will, however, be a phased implementation of the program. These
analyses cover the first., three-year, phase of KMDP.

The economic and soclal soundness analyses of the program
carried out earlier confirmed that phase one of the program
should comprise the following components-:

o strengthening <the institutlions responsible for research
and analysis of policy issues, and gathering, processing
and disseminating market information on major food
commodities:

o] construction and rehabilitation of roads 1in the six:
districts of Kisii, Kakamega, Uasin Gishu, Nakuru, Nyeri
and Kitui:

° program Ltased support to GOK for the implementation of
policy reforms in grain marketing and in the development
and maintenance of rural roads. In this component, USAID
will grant GOK US $10 million provided that GOK takes
measures to 1implement the agreed policy reforms. This

grant will not be tied to any specific project activities.
Institutional strengthening measures under the other <two
components will support the realization of the goals of
the third component.

Ae stipulated in the terms of reference, a separate Volume B
report presents the institutional and financial analyses for the
implementation of the roads development component.

This document, Volume A report, covers the analyses for the
institutional s8trengthening and policy reform components of KMDP.
The analyses cover the three key 1institutions whose mandates
directly concern the institutional strengthening goals of KMDP, i.e
the Ministry of Planning and National Development (MoPND), the
Ministry of Supplies and Marketing (MoSM), and the Ministry of
Agriculture (MOA).



2. MINISTRY OF PLANNING AND NATIONAL DEVELOPMENT

Iv is a mandate of the Ministry of Planning and National
Development { MOPND) tTo undertake analysis of economic and
develcpment 1ssues. and to rformulate overall strategies for the
implementation of development programs and projects.

The ministry has an establishment with a relatively large
number of well trained economists and policy analysts. This
Ministry is also a storehouse of data required for policy
development. The MoPND is, therefore. well placed 1in terms of
mandate. status an¢«d availability of staff resources to steer the
implementation of KMDP.

However, no significant KMDP institutional strengthening
measures are recommended for the MoPND because: -

(e} the implementation of the planned IBRD funded Monitoring
and Evaluation tM & E) project will <cater for the
institutrional strengthening needs of the ministry's
Sectrol Flanning Department (5PD) and Central Bureau of
Statistics (CBS). Indeed, the KMDP applied research,
monitoring and evaluation system (ARMES) should be
complementary to this M & E Project: and

(o] the priority and magnitude of institutionel strengthening
measures identified in the MOA virtually exhaust the DFA
funds earmarked for KMDP.

In the context of Kenya's food policy and planning needs, KMDP
resources should support the MoPND's Department of Resource Survey
and Pemote Sensing (DRSRS}). However, DRSRS's current resource
reguirements can satisfactorily be met only through an expansion of
the KMDP budget. particularly with regard to DFA funds, or through
another program.

3. MINISTRY OF SUPPLIES AND MARKETING

The Ministry of Supplies .and Marketing (MoSM) was created only
in March 1988. Its functions were specified to be food distribution
and marKketing policy, and supervision of the operations of NCFB.
These functions were previously managed by the MOA. MoSM has also
taken over from the MOA the steering of the EEC sponsored Cereals
Sector Reform Program (CSRFP).

It is likely that CSFP will in the medium term determine the
organizational development and functional priorities of the MoSM.
For example, the on-going EEC funded grain pricing study will
identify the need or otherwise for the ministry to have a pricing
function. Another EEC funded study on the development of a system
for monitoring changes in the grain market is likely to gjive rise to
measures for strengthening the ministry's and/ or NCPB's capacity
for monitoring the grain market. Furthermore, CSRP's goals in
institutionsl strengthening are likely to remain narrower than those
of KMDP. Therefore, it does not appear to be an opportune time for
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KMDP Yo intervene at the MoSM.

Considering the institutional constraints <to organizational
development in the public sector, it will take time for MoSM to
develor any substantial capacity to. for example, develop and manage
& comprehensive data base for policy analysis. Therefore, the
current organizational status of MoSM 1is nort appropriate for
KMDP intervention during the first phase which should take only three
years to conmplete.

Nonetheless, coordination cetween MOA and MoSM in their
operations of KMDP and CSRP respectively will be important in order
To ensure complementality between the two programs.

a4, MINISTRY OF AGRICULTURE

The mandate for the development and management of the
agricultural sector generally falls under the Ministry of
Agriculture (MOA). The ministry has through the years acquired
concsiderable capablility and experience 1in policy development and
implementation of programs. Its organization and operations span

The full range of technical and professional activities necessary
for the effective management of the sector.

Institutional Fragmentation

Institutional fragmentation in the agricultural sector largely
reflects political decisions to reduce the span of control of the
MOA through the transfer of functions to newly created ministries:
Consequently, for example, the MOA has the mandate for agricultural
policy while the MoSM has the mandate for food dietribution and
marketing policies. In the ecircumstances, some degree of duplication
of functions is 1inevitable.

So far. however, there is no duplication in agricultural policy
analysis because technical leadership of MOA's Development Planning
DPivision (DPD) 1in this function is not disputed. Furthermore,. the
MoOPND rformal linkages with the pPlanning units in the line ministries
provide a framework for coordination of GOK policy initiatives in
every sector.

.

There is duplication in the market information functions of CBS
and FMD, and 1in crop forecasting where there are independent
forecasts by CBS, DRSRS, MOA, and NCFB. There are nevertheless
positive features of coordination and collaboration between these
institutions.

In crop forecasting, the participating institutions are
formally coordinated through an Interministerial Committee chaired
by the Director of CBS. An Interministerial Technical committee has
also been formed to review and harmonize the crop forecasting
methodologies adopted by the various institutions. The likely
outcome of the 1initiatives of the Latter Committee would be an
integrated crop forecasting syestem.
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In the collection and dissemination of market information on
agricultural produce, CBS has indicated willingness to proviae
technical support to MOA's Farm Management Division (FMD). CBS starf
appreciacte that MOA hzs a more extensive organicZational capacity
which can Frovide comprenensive monitoring of commodity prices.
Thererore. FMDP will facilitate collaboration between CBS ad FMD in
the development and management of a unified markect information
system.

Fast initiatives to improve the market information systems for
agricultural commodities have been severely constrained by lack of

resources. Among these are the FMD initiatives to collect and
discseminnarte market prices data, and toc develop micro-data bases on
rarm production. Thererfore, availing the resources to support these
inytiatives is an appropriate focus of KMDP institutional

Strengthening measurecs,.
Focusing KMDP Institutional Strengthening Measures gon MOA

KMDP institutional strengthening measures should focucs on the
FMD and DPD at the MOA because:

(o} the MoPND will soon benetfit from the proposed IBRD funded
M & E project, and the implementation of ARMES at the MOA
will be complementary to the M & E project;

[e) CSRP 1is expected to strengthen the MoSM and NCPB's
capacity to monitor and evaluate the policy reforms by the
program. Furthermore, within the time frame of the first

phase of KMDP, there is much better chance of successful
implementation of ARMES at MOA than at the MoSM whose
current organizational capacity is quite low:

[e) FMD has already in place some data bases which can be
verified and updated within the initial stages of
implementing AFMES:

e} DPD 1is well placed to present the results of ARMES-based
policy analysis to decision-makers in the agricultural

sector:

e} GOK is currently encouraging the sectoral ministries to
undertake policy initiatives without waiting for
clearance and directives from the Office of the President
(OP) as had been the practice in recent years. Therefore,
ARMES should provide a firm basis for the MOA to initiate
policy reforms in the agricultural sector: and

(o] since DPD and FMD are in the same ministry,. potential
problems 1in coordinating the implementation of ARMES will
be minimized.
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5. INCORPORATING POLICY ANALYSIS MATRIX PROJECT INTO ARMES

A strategy in developing AFMES 1is to incorporate over time the

data and analysis developed under the USAID sponsored. GOK Policy
Analysis Matrix (PAM) kesearch and Training Project into the FMD's
farm management data bases. FPAM data and methodology will bring
into ARMES a powerful tool in understanding and formulating

agriculturel policies.

In the initial stages of incorporating FPAM project data into

ARMES., it 1is ©recommended that the project is expanded in
geographical coverage to the six districts where KMDP recources will
be invested in the development of roads. This will provide the PAM

project with the first opportunity to focus on specific issues;
relating the impact of 1nvestments and policy reforms to trends in
agricultural production and the efficiency of marketing channels.

6. PRIORITY INSTITUTIONAL STRENGTHENING MEASURES

The priority KMDP institutional strengthening measures will
comprise-:

o) support to FMD in:

a) updating and verifying its existing data bases
for use in strategic planning and policy
analyses:

b) incorporating the applied research data
developed under the PAM project into ARMES; o
o support for the extension of the PAM project activities to
the six districts where phase one of KMDP will be
implemented:
o} support to DPFD for enhanced capacity to utilize the data

bases of FMD in strategic planning and policy analysis;

o] support to FMD in the development and operation of a
comprehensive market information sy~tem for a se;ect
number of agricultural commodities; and

o support to the Ministry of Public Works (Mo PW) in
monitoring and evaluation of KMDP investments in roads.
This element is elaborated in Volume B report.

7 KMDP STEERING COMMITTEE AND THE OVERALL INSTITUTIONAL FRAMEWORK

The current KMDP Steering Comaittee should continue to provide
the primary coordinating mechanism for the program. Strategically,
the essentisl feature of the Committee will be to nurture
coordination without stifling action in the organizations
represented in it. In this context, the role of the committee will

| (Y AT



a) to ensure that major policy initviatives in the
agricultural and rural development sectors have the
widest possible cross-sectoral techhical review and
consensus berfore they are presented to the policy -makers:

b) To identify policy review needs and priorities:

c) TO ensure exchange and flow of Zata and information
between the institutions: and

a] to foster collaboration between the institutions and
facilitarte thelr activities. The Committee will foster
collaboration by supporting the development of mechanisms
wnereby, ror example. CBS can provide its Kknow-how in
marketr data collection to the FMD staff.

The linkages to be nurtured and the overall KMDP institutioneal
rframework are schematically illustrated in the chart overlea?.

8. DISTRICT LEVEL CAPACITIES AND COORDINATION OF FMD ACTIVITIES

AT the distrit level., the MOA has an establishment which has
several sections representing most of the technical divisions of the
minisctry. These sections are headed by officers who are usually
galified 1in their fields at graduate and post-graduate levels. A
Distriet Agricultural Officer (DAO) is overall responsible for all
MOA activities at this level.

FMD district level activities in the implementation of ARMES'
and MIS will be coordinatrted by the DAO who  has a functional
reporting relationship to all heads of technical divisions of the

MQOA,

9. PROGRAM BUDGET

Implementation of KMDP will involve the use of funds from three
sources:

1) a DFA Sector <Cash .Grant of US $10 million to fund
performance payments against policy measures;

2) a US$5 million DFA cash grant to fund technical
agssistance to address institutional consgtrainte; and

3) U$40 million in PL-480 counterpart funds to be applied
in institutional strengthening and roads development.

Total PL-480 counterpart funds and DFA program costs for the
Institutional Strengthening and Roads Improvement components are
estimated at US $ 36.5 million during the first three year (1991-
1993) phase of KMDP. In addition, about US $ 6.8 million of
counter-part funds are budgeted as KMDP support to GOK 1in the
maintenance of roads during the period 1994 to 1999,
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The combined cost estimates ror the TwWo maj)or elemente or The
Institutional Strengthening component {(ARMES and MIS) during Tthe
rirst phase amounts to US $5.& million. 70 percent of this amount 1s
budgeted &as technical assistance for ARMES. 30 percent has tbean
budgetred to cover technical assistance requirements for the proposed
MIS acvivities, and training and procurement of commodities for both
sub-components.

10 PROGRAM FIMWANCIAL ARRANGEMENTS

Like all GOK projects and programs, KMDP should be introduced
into the budgetary process through the Program Review and Forward
budgert. The size of the proposed investment in institutional
strengthening activities is,however, relatively small and it is not
expected to pose a significant problem for inclusion within the
budget ceilings of the MOA.

US$1.5 million in KMDP resources have already been included in
the 1989,/90 Development Estimates. Although the allocation was
placed in the budget of MoPND, it is expected that these resources
can be reallocated to MOA. .

The recurrent expenditure requirements to sustain KMDP
institutrtional strengthening measures will not be substantial. These
will primarily be maintenance and repair of the equipment to be
procured under the program, and costs of dissemination of market
information. However, FMD has in the past been constvrained by lack
of Yrecurrent resources to sustain the operation of a .I1IS. 1t is,
therefore, necessary to ensure that MOA will increase its budgetary

allocation to DPD and FMD to meet this program's recurrent costs. .

GOK accounting and financial control procedures are generally
adequate to ensure that KMDP resources are properly managed and
safeguarded.

There can, however, be significant bottlenecks in the
Government's procurement process for some commodities. Timely and
effective implementation of KMDP in this first phase will demand
expeditious procurement of commodities earmarked for ARMES and MIS.

< is, therefore, recommgnded that USAID maKe direct procurement of
the commodities under GOK "Appropriations- in-Aid (AIA)" budgetary
arrangements. .
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I JNTRODUCTION AND BACKGROUND

1.1 INTRODUCTION

The Government of Kenya (GOK) has recently embarked on a broad
based agricultural sector development program entalling significant
policy and structural reforms in the sector. The GOK major policy
document, Sessional Paper No. 1 of 1986, outlines significant
changes in government policy objectives and stresses the importance

of agriculture in near term economic development. The current
National Development Plan (1989-1993) further ' reflects GOXK
commitment to significant agricultural sector policy changes.

Finally, due to the Government's involvement in an IBRD/IMF
supported Structural Adjustment Program, important changes in the
systems, pPolicies and institutional arrangements of Kkey economic
sectors, including agriculture, are discernible.

Last year, the Government initiated implementation of the EEC
sponsored Cereals Sector Reform Program (CSRP). Trhe five year CSRP
entalls policy reforms and structural changes in the grain marketing
. 8ector 1including a reduction in the National Cereals and Produce
" Board's (NCPB) marketing role. At present, NCPB occupilies a near
monopoly position 1in the formal grain market. The CSRP aims to
reduce government intervention in the formal grain market while
simultaneously upgrading the NCPB's capacity to asgsume strategic
reserve management and price stabillization responsibilities.

1.2 KMDP OBJECTIVES AND SCOPE

The objective of the Kenya Market Development Program (KMDP) is
to asgsist the GOK achileve its major goal of increased agricultural
productivity through the development of more efficient marketing
systems for agriculture commodities. KMDP 1s designed to support
the implementation of policy changes in the grain marketing
sector. The Program will contribute to a reduction in the real
costs of agricultural marketing through investment in rural
infrastructures. It will also complement GOK 1initiatives to
strengthen the institutions responsible for the implementetion of

the CSRP.

KMDP 1is envisaged as a long-term (ten-year) program to
improve the policy environment, the institutional capacities and the
infrastructures of the agricultural market. There will howevexy be a
" phased implementation of the program. These analyses are concerned
with the first, three-year, phase of KMDP.

Follcwing the outcome of the economic and social soundness
analysesg earlier commigsioned by USAID, 1t was indicated that phase
one of KMDP will comorise the following components-:

o strengthening the institutions responsible for research,
analysis of policy 1issues, and gathering, processing



and disseminating market information:

o the construction and rehabilitation of Primary and secondary
roads in six districts: and

o program based support to GOK for the implementation
of policy reforms in grain marketing and in the mailntenance
of rural roads.

In the latter component, USAID will grant GOK US $ 10 million
provided that the GOK takes measures to implement the agreed policy
reforms. This grant will not be tied to any specific project
activities. The realization of the policy reforms will be supported
by the institutional strengthening measures in the first two components

mentioned above.

1.3 SCOPE OF THE ANALYSES AND REPORT

Initial indications in the statement of work (Appendix 1) were
that the institutional and financial analyses would focus on the
following institutions;-

a. Office of the President
b. Government Ministries

1) Ministry of Flanning and National Development and
the roles of DRSRS and CBS in the Ministry;

2) Ministry of Agriculture and the roles of the Farm
Management Division and the Development Planning
Division within the Ministry:

3) Ministry of Public Works:

4) Ministry of Supplies and Marketing and the role
of NCPB:

5) Ministry of Transportation:

C. Local Authorities and Institutions in the Six Selected
Market Areas:

1) District Development Committees in Uasin Gishu,
Kakamega, Kisii, Nakuru, Nyeri and Kitui
Districts;

2) District offices of the relevant central
ministries in thesge districts;
3) Tender Boards in the same six dicstricts:

4) County Councils in the same six districts;



The statement of work, however, also indicated that these
analyses should ultimately be confined only to those institutions
with which KMDP will be concerned. Following the economic and
social soundness analyses, 1t was clarified that KMDP would focus
on: (a) institution&l strengthening for improved monitoring and
evaluation of policy reforms:; and (b) investment in the development
of roads. Therefore, although the. institutional and ¢financial
analyses study team carried out a review of all the probable
institutions identified in the previous paragraph this report
focuses only on the institutions that will be 1involved in the
implementation of the first phase of KMDP.

In order ¢to Kkeep the analysis and recommendations for
institutional strengthening in full perspective however, this report
describes the institutional capabilities for some institutions which
will not be directly involved in KMDP implementation but whose
functions bear upon KMDP's activities. For example, although the
study team has determined that the MoSM will not be a target of KMDP
institutional strengthening measures, the ministry has been analyzed
and described in this report because its mandate includes regulation
of grain marketing and food policies. Therefore, coordination
between this ministry and KMDP implementing agencies 1s8 important.

This document (Volume A rerdort) covers the i1institutional eand
financial analyses for the i1implementation of the institutional

strengthening component of KMDP. As stipulated in the,
statement of work ( Appendix 1), the analyses for the Roads
Improvement component are presented 1in a separate document,

Volume B report.



II ANALYSES OF IHE EXISTING INSTITUTIONAL ARRANGEMENTS

2.1 INTRODUCTION

The 1institutional framework for the management of Kenya's
agricultural marketing Sector has been evolving with 1increasing
complexity during the past few years. This complexity 18, to a
significant extent, & reflection of political decisions which have
reduced the mandate of a model Ministry of Agriculture (MOA) and
thereby fragmented the institutional framework for the operation of
the agricultural sector. For example, the functions of the Ministry
of Livestock Development (MolLD), Ministry of Supplies and Marketing
(MoSM), Ministry of Research Science and Technology (MORST) and
Ministry of Cooperatives (MoCoP) have previously been within the
domain of the MOA. There is also a large number of autonomous
and semi-autonomous parastatals and governmental institutions which
share with the MOA and the other ministries the functional
responsibilities of policy development and management of various

sub-gectors. KMDP measures to strengthen institutions for
agricultural policy analysis and market information processing will
clearly impact on a large number of public sector institutions

within and outside the agricultural sector.

The proposed Applied Research Monitoring and Evaluation System
(ARMES) will provide decision-makers with the information to permit

the monitoring of program impact and the assessment of the
expected effects of policy decisions and infrastructural
investment. ARMES 18 expected to etrengthen the existing policy

analysis particularly by catering for the timely collection of
accurate and relevant data for long term reseavch on agricultural
production and market efficiency. &s well as in the analysis of
emerging short-term policy issues.

h )

ARMES will aleo involve a broad mix of information sources.
Therefore, its effective implementation will entail coordination and
cooperation of the GOK institutions already involved 1in the
dissemination of information on agricultural production and
marketing, and the analysis of policiles.

The three key institutions whose mandates include gathering of
market 1information and policy analysis on food production and
marketing are the Ministry of Planning and National Development
(MoPND), the Ministry of Agriculture (MOA) and the Ministry of
Supplies and Marketing(MoSM). The mandates, functions and
capacitiee of these ministries are analyzed 1n the following

sections.



2.2 MINISTRY OF PLANNING AND NATIONAL DEVELOPMENT

It 1is the mandate of the MoOPND to undertake the analyslis
of economic¢ and development issues, and to formulate strategies and
plans for the implementation of develcpment programs and projects.

For this  purpose, the miaistry has an establishment with a
relatively large number of well trained economic and policy
analysts. This Ministry is the storehouse of the data and the
analytical skills required for policy development, ag well as

monitoring and evaluating the impact of policy changes.

Conceptuelly, it would seem apnropriate to implement ARMES at
the MoPND. The need for KMDP interventicn at the MoPND is however
not necessary because en IBRD funded project is expected to cater
for this. It 1s nevertheless considered important to describe and
analyze the institutional set up of three departments of the MoPND
whose fuactions involve data collection and analysis relevant to
ARMES. These three departments are the Sectoral Planning
Department (SPD), the Department of Resources Surveying and Remote
Sensing (DRSRS) and the Central Bureau of Statistics (CBS).

2.2.1 Sactoral Planning Depasrtment

The Sectoral Planning Department (SPD) has strong formal 1links
with the sectoral (line) ministries. There 1is a standing
arrangement in which MoPND establishes planning units in the 1line
ministries by providing development and economic planning staff to®
the ministries. According to this arrangement, economic and other
policy issues are analyzed 1q the relevant line ministries with the
support of full-time staff seconded to the ministries' planning
units by the MoPND. SPD is therefore the home c¢f analytical
capabilities 1in the line ministries. It 1s also ensures overall
coordination of economic planning and policy analysis.

The SPD has four functional divisions: Agricultural and
Natural KResources, Trade and Industry, Basic Infrastructure, and
Human Resources and Social Services divisions.The coordination -of
agricultural sector planning and policy analysis within the SPD 1is
the responsibility of the Agricultural and Natural Resources
Division.

At present, the Agricultural and Natural Resources Division
monitoeors and coordinates planning and policy analysis for
Ministries of Agriculture (MOA), Supplies and Marketing (MoSM),
Livestock Development (MolD), Cooperatives (MoCoP), Environment and
Natural Resources (MoENR), and Tourism and Wildlife {(MoTW). It 1is
expected that the recently created Ministry of Reclamation of Arid,
Semi Arid and Waste Lands (MoRASAWL) will be added to the division's
portfolio of line ministries.

The Agricultural and Natural Resources Division currently has
twelve development economists, including the head of the division
who doubles ag a deputy head of the SPD. There* ' are four other
officers from the division who are currently on post-graduate



study 1leave. Partly because this number of staff has been
inadeqQuate in relation to the scope of 1ts functions and partly as a
reflection of the interpretation of its mandate, the division does
not undertake actual policy analysis. Instead the division has
primarily been involved in coordinating policy analysis. The actual
analysis tasks are performed by the Development Planning Units in

the line Ministries.

Support for strengthening the SPD's policy analysis capabillity
will be met by the proposed IBRD funded Monitoring and Evaluation

(M&E) project. Under the M&E project, an information-base
necessary to serve the M&E needs of government policy makers will be
developed, and the in-house capabilities in the MoPND for

responsive, demand-driven analysis of important policy Questions
will be developed and expanded.

According to the design of the M&E project, the MoPND will
Work with line ministries to identify policies and programs whose
monitoring and evaluation is of priority, to develop analyses that
are useful for policy reform and to insure that the policy presults
are quickly and comprehensively communicated to decision makers.
Therefore, the institutional loglc in the implementation of ARMES
for agricultural sector monitoring and evaluation will be to
complement the M&E project by strengthening policy analysis
capabilities 4in the 1line ministries, particularly the MOA and the

MoSM.

2.2.2 Central Bureau of Statisgtics (CBS)

CBS is mandated to operate all the statisticsal programs of the
GOK. Although the CBS is organizationally a department within the
MoPND, it enjoys a semi-autonomous functional status in that its
Director 1is specifically empowered by an Act of Parliament to gather
any data necesggary for use by other Government Departments. Some of
the data regularly collected by CBS are those on market information
and crop forecasting for the major food commodities. CBS has
therefore the institutional status to potentially play a leading
rcle in the implementation of ARMES.

Statistical data is collected by CBS within the framework of a
National Sample of Households. The '"National Sample Frame' consists
.of. some 7500 households spread within some 768 clusters each
consisting of 100-150 households. These clusters are scattered in
32 agriculturally most productive districts of the country, so that
each district has 24 clusters. The sample size in each cluster is
usually 10X of the households. This is the framework for a number
of regular household survey conducted by the CBS on a wide range of
data, including income and expenditures, employment and labor, food
and nutrition, demography etc.

In. each of the 32 districts covered by the '"National Sample
Frame", CBS has a complement of permanent staff comprising =a
District Statistical Officer who is usually a graduate in statistics
a few Btatistical clerks and enumerators. There 18 about one

')



enumerator for every two clusters. In all, CBS has a tota.
establishment of about 960 staff which includes some =1
professionals in economics, statistics, demography and dat:
processing. Generally, therefore, CBS is the GOK institutional
powerhouse for all data collection and processing tasks.

The Bureau's Agricultural Statistics Section is responsible for
collecting data on agricultural commodities within the framework of
the '"National Sample Frame". Among the regular tasks that CBS has
been wundertaking since 1976, is weekly collection of rural retail
market prices for grains and horticulturel produce from 64 rural
markets. This data 18 collected by the enumerators who are based
near the markets. The standard data collection forms completed by
the emumerators are forwarded to ‘the headquarters through the
District Statistics Offices.

Until 1986, the agricultural commodities market Prices data
would be verified and compiled to a quarterly report, "Market
Information Bulletin'". This report was distributed freely to all
senior Government official and Public libraries. It was also on
sale to any member of the publiec. In 1986, the Agricultural
Statistics Section stopped pProcessing the rural retail market prices
data and producing the "Market Information Bulletin" due to lack of
funds.

The collection of the market prices data however, continues at
most of the 64 rural markets. But again, some of the enumerators d&
not cover theilr markets because of lack of the relatively simple set
of equipment necessary for the methodical undertaking of the data
cocllection. At other timee the enumerators do not have the money to
pay for their travel tickets. Clearly, a c¢rucial measure in
strengthening CBS 418 to ensure that it has sufficient recurrent
resources to sustain its operations.

The Agricultural Statistic Section 1is also short of
professional stafg. To carry out its functions effectively, it has
indicated the need for an extra two aconomists, two computer
programmers, and four statistical officers. Until such support is
forthcoming, CBS will be constrained to provide comprehensive data
on agricultural markets. )

The M & E project to be funded by IBRD at the MoPND is pPrimarily
targeted to address the above institutional constraints affecting
CBS. This will include strengthening CBS's data collection and
management system, by supplying vehicles, personal computers, ataff
training &nd technical assistance.

Another regular activity of the CBS is the preparation of an
annual forecagt of crop harvest. The crop forecast involves
collection of data on maize, beans, potatoes, millet and sorghum by
enumerators in a year, initially Jjust after crop rlanting, and after
crop harvesting. Prior to harvesting, CBS relies on the crop yield
estimatvres of the NCPB to derive its crop forecasts.



Other GOK institutions, i.e DRSRS, NCPB and MOA, are also

involved in independent c¢rop forecasts. Nonetheless, CBS has
historically played a central institutional role in the GOK c¢rop
forecasting system. The Director of CBS is the convenor of an

Interministerial Committee on Crop Forecasting. Other members of
the committee 1include representatives from the DRSRS, MOA, NCPB,
Office of the President (OP) and the Metelogical Department. The
role of the committee is to compare and review the crop forecasting
figures from CBS, DRSRS, MOA and NCPB, and thereby provide the GOK
with compromise forecasts.

The Head of the Agricultural Statistics Section at CBS ig als
responsible for convening an Interministerial Technical Committee on
Crop Forecasting Methodologies. The role of this committee is to
review the current methodologies of CBS, DRSRS, NCPB and MOA with a
view to harmonizing them.

Two years ago, this Technical Committee embarked on a pilot
scheme to compare the efficiency and effectiveness of the DRSRS area
frame sampling method with the household frame sampling approach of
the CBS. However, this initiative never took off because of lack of
funds. The committee could not secure the funds (about Kshs 14
million) required to complete the pilot scheme.

It appears that the successful implementation of the pilot
scheme to evaluate the CBS and DRSRS crop forecasting methodologies
could 1in the long term have resgulted in a unified crop forecasting
system. In the short term, this intitiative would have given rise to
a degree of 1integration in the systemn. Any institutional
strengthening for the crop forecasting function should therefore be
considered 1in the context of reviving the pilot scheme to evaluate

the methodologies cf the various institutions involved. In that
case, the DRSRS and not CBS should be the focus of i1institutional
strengthening, particularly because the M& E project will

considerably address the problems of CBS.

2.2.3 The Depariment of Regsource Surveyvs and Remote Sensing

The Kenya Rangeland Ecological Monitoring Unit (KREMU) was
established 1in 1975 at the Ministry of Tourism an3a Wildlife to
collect data on livestock and wildlife in the rangelands. KREMU over
the years moved between the Minisgtry of Tourism and Wildlife and the
Ministry o©f Environment and Natural Resources before it was
ultimately placed in the MoPND.

Following the devastating effects of the gevere drought the
country experienced in 1984, KREMU extended its mandate to include
maize and wheat crop forecasts. The first forecasts were carried
out 1in 1986. Over time, KREMU's mandate expanded to cover data on
status - and changes in natural resources of the country, including
mapping and <classifying land use. With its expanded mandate, the
unit was upgraded to a full department (DRSRS) in the MoPND,



It appears that DRSRS is fast egtablishing 1its technological

superiority in crop forecasting. The department has developed rapid
techniques of maize and wheat crop forecasting using sanple aerial
pPhotography, digital radiometers and ground checks. DRSRS is

therefore in a position to estimate maize and wheat production
several months before actual hearvest period, and ahead of the CBS
and MOA forecasts. However., CBS and MOA, who have for the past many
years provided the crop forecasts continue to undertske their own
independent forecasts. .

Had the 1nitiative of the Interministerial Crop Forecasting
Technical Committee to critically review and harmonize the merits of
each of the crop forecasting methods not been stopped by lack of
funds, significant progress may have been made toward a cost
effective integrated, 1f not unified, crop forecastig system. In an
integrated system, DRSRS would be primarily responsible for crop
area and yield forecasts while the MOA field staff ani CBS
enumerators would undertake ground checks and verification.
Therefore, strengthening DRSRS for crop forecasts should include
providing funds to support the pilot scheme of the Crop Forecasting

Technical Committee

As already mentioned above, the crop forecasts by the various
institutions are subject to review by an Interministerial Crop
Forecasting Committee convened by the Director of CBS. The fuctions
of this committee is limited to a review of the forecasts provided
by each institution but not the determination of what forecasts is
more reliable. Until DRSRS has a track record of a few yearg of
consistently providing reliable crop forecast figures, it 18.
unlikely that the government can accept to abandon the crop
forecasting function to the DRSRS.

The potential scope for DRSRS contribution to the realization
of KMDP objectives by way of providing data 18 beyond its activities
in c¢rop forecasting. DRSRS aspires to be a hybrid 1institution in
the management of agricultural and other natural resources, using an
interdisciplinary ecosytem approach. Over the past ten years, it
has rapidly developed substantial capabilities, including a starff
establishment with some 100 professional and 90 technical staff.
Many districts have apparently zhined awareness of the potential use
of DRSRS capability to support district development planning
activities, and there is now an excess demand for DRSRS services
from the districts. Other DRSRS initiatives include the design of
bontizency cost effective systems for distribution of famine relief

food.

DRSRS 18 also involved in the monitoring and evaluation of
programs. For example, in the new Government's program for the
development of Rural Trade and Production Centres (RTPC8). DRSRS
will monitor and evaluate the impact of the investments on
agricultural land use. KMDP may therefore also benefit from the use
of DRSRS services to monitor and evaluate the agricultural and
ecological impact of the investment in roads.



DRSRS's operational capacity 1is, however, constrained by
ashortage of resources. For example, while the department has four
low flying aircrafts for aerial photography and is about to acquire
another, it can afford only two pillots. These two pllots are both
exXxpatriates provided as technical assistance by the IBRD. DRSRS
needs at least six pilots for the five aircraft but it does not have
the resources required to hire these personnel.

The institutional status of DRSRS as a department within the
civil service is also a constraint in developing 1its operational

capacity. IBRD funding, which may terminate in 1991, has enabled
DRSRS to recruit expatriate low -flying pilots who are not readily
available worldwide. The civil service terms of service are far

below what such pilots are likely to consider. This prooblem also
confronts DERSRS 1n other cadres of staff but ©to a less severe
degree. Therefore, it will be difficult for DRSRS to acquire a
stable operational capacity without changes in institutional status.

A change in institutional status would permit DRSRS to employ
permanently come categories of crucial staff on terms that are above
the current civil service ceilings. The 1level of recurrent
expenditure funding should also be increased to facilitate the
recruitment of additional technical support staff and regular
maintenance of its operating equipment.

In the context of Kenya's food security planning needs, DRSRS
merits KMDP assistance. Previous agsegsments by the USDA team for
an 1improved crop forecasting system focused its support on DRSRS,
and indicated the magnitude of this support at a total of USS

2,409,000, comprising: -

(o] digitalizing hardware, goftwere and other supply and
equipment items reguired in construction of area frame:;

o spot sattelite imagery:

© costs of area photography:

© microcomputers;: and

° training and technical assistance.

DRSRS &8lso needs more transport vehicles, more mainframe

processing (CPU)capacity., technical) assistance of low flying pilots,
and generally resources for maintenance of 1ts relatively expensive

hardware and software.

At indicated earlier above in this report, in considering KMDP
support DRSRS, it would be a priority to fund the pilot scheme
activities 1initiated by the Interministerial Crop Forecasting
Technical Committee to review the methodologies and harmonize the
crop forecasting systems of MOA, CBS, NCPB and DRSRS.
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However, within the budget level of non-counterpart (dollar)
funds currently 1indicated for the KMDP (see Program Budget in
chapter V below), only nominal support can be provided to DRSRS
after the KMDP priority implementation of ARMES and the MI1S.
It is therefore recommended that additional resources under KMDP or
another project be 1dentifled to provide the 1level of support

indicated for DRSRS.

Nonetheless, the program budget as shown in Chapter V below
includes limited support to DRSKS, 'principally a photometer and a
microcomputer. Further support to DRSRS could be provided in

counterpart funds to meet the costs of DRSRS contribution in
monitoring and evaluating the physical impact of the KMDP investment
in roads (see Volume B report).

2.2.4 Summary of the Analvsases of the MOPND

The MoPND is well placed in terms of mandace, status and
overall availability of staff resources tTo steer the 1implementation
of KMDP. The SFD has been coordinating policy analysis by the 1line
ministries. The functional operations of two of the other
departments in the ministry, CBS and DRSRS, are exclusively in the
collection and management of data for economic planning monitoring

and evaluation,

However, no significant institutional strengthening measures
under KMDP are recommended for the MoPND because: -

e} the implementation of the IBRD funded M & E project, to
which ARMES should prove complementary , will cater for
the needs of SPD and CBS; and

o the priority end magnitude of institutional strengthening
measures- identified in the line ministries, and
particularly in the MOA, does not leave much DFA resources

for allocation to DRSRS.

2.3 MINISTRY OF SUPPLIES AND MARKETING

The MoSM was created only in March 1988. 1Its functions were
specified to be food diastribution and marketing policy, and
supervision of the operations of the NCPB. These functions were

previously managed by the MOA.

The MoSM 18 now responsible for steering the EEC sponsored
Cereals Sector Reform Program (CSRP) and this is 80 far its
single moet important operation. (The administrative staff in
the ministry with tihe support of the number from NCPB have been
involved in the implementation ©f the progrum. The number of staff
i1s not large and therefore the activities revolving around the NCPB
and the CSRP could be stretching the functional capacity of the

minisctry.



A close working relationship has been fostered with the NCPB,
particularly through the CSRP steering and Technical committees
where . the chairmanship has been rotating between the Ministry's PS
and the Managing Director of the NCPB. Since the Ministry is also
represented on NCPB Board of Directors, 1t 18 intimately involved in
the CSRP implementation measures for the internal reorganization of
the Board. . N

Outside the Department of Administration, the only operational

unit within MoSM 1is the Planning Section. Under <the standing
arrangements whereby the MoPND establishes planning units in the
line ministries, it has posted a senior planning officer, three

economists and a statistical officer to constitute the Planning
Section within the MoSM. ’

The current priority activities of the Planning Section is the
identification of the Ministry's implementation measures required in
the current (1989-93) National Development Plan. This effort is a
coordinated initiative of the Sectoral Planning Department (SPD) in
the MoPND. This section is also involved in the current foocd policy
analysis under the leadership of the Development Planning Division

(DPD) in the MOA.

It will take some time before the MoSM will have adequate
organizational <capacity to build its own data base or effectively
access data Dbases in other institutions and undertake rizoroug
policy analysis using such data. It is, therefore, unlikely that
ARMES c¢an be implemented at the MoSM within the time frame of the

first phase of KMDP. \

The MoSM 1s in the process of establishing a marketing section.
The functions of this section will be to monitor information on food
demand, supply and distribution at both national and district
levels, and to coordinate with the DDCs in food supply activities at
the district level. In the organization of the marketing
section, there will be five regicnal offices, one each for Western,
Nyanza, Coast, Rift Valley and Central regions, where a marketing
officer will be posted. Five posts of marketing officers for the
Ministry were advertised by the Public Service Commission earlier
this year. Therefcre the marketing section may soon be in
operation. Even then, 1t 1is unlikely that the section will have as
much organizational capacity as the Farm Management Division (FMD)
at MOA to develop a comprehensive MIS.

Sunmary of the Analvses of the MoSM

In the context of the KMDP objectives for institutional
strengthening the MOSM mandate and interest in policy analysis
may be narrow in that it may extend only to the assessment of the
impact of policies on market effectiveness in food diestribution and

availability.

12



It 18 1likely that CSRP will in the medium term determine <the
organizational development and functional priorities of the
MoSM. For example, the on-going EEC funded grain pricing s-udy will
identify the need or otherwise for the ministry to have a pricing
function. Another EEC funded study on the development of a system
for monitoring changes in the grain market is likely to give »rise
to measures for strengthening either the ministry's or NCPB's
capacity for monitoring the grain market. However, the CSRP goals
for institutional strengthening for policy reforms are narrower than
those envisaged in KMDP. Therefore, the organizational climate for
KMDP institutional strengthening at MoSM is not right.

Furthermore, conslidering the 1nst1tutiona; constraints to
organizational development in the public sector it will take time to
develop any substantial capacity within the MoSM to, for example,
develop and manage a comprehensive data base for policy analysis.

Nonetheless, coordination between the activities of the KMDP

and CSRP will be crucial in order to ensure complementality in
the context of the shared objectives and goals between the two
programs. Coordination between KMDP and CSRP implementing agencies

is discussed in chapter 1IV.

2.4 MINISTRY OF AGRICULTURE

The mandate for the development and management of the
agricultural sector generally falls under the Ministry of-,
Agriculture (MOA). However, the Minigtry's span of control of the
sector has over the years been gradually eroded by the transfer of
some o©of 1its functions to newiministries. For example, in 1988 the
MOA's operations in irrigation and grain marketing were transferred
to the new Ministrie's of Regional Development (MoRD), and Supplies
and Marketing (MoSM) respectively. Also, recently, a new Ministry
for the Reclamation of Semi~Arid and Waste Lands has been
created. Nonetheless, the MOA still retains = domineering position
in the overall management of the agricultural sector.

The MOA has considerable capability and experience in policy
development and implementation of programs. Its organization and
operations span the full range of technical and professional
activities necessary for the effective management of the sector
Asee Figure 2.1). In s8some functions, such as crop development,
farming statistics, marketing, irrigation and soil conservation,
the MOA shares responsibility, with other GoK inatitutions. Where
the Ministry's B8pan of control has reduced for some important
functions, however, it has only prudently reduced its depth of
involvement.
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FIGURE 2.1: QVERALL ORGANIZATION STRUCTURE OF THE MOA
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Within the MOA, the two organizational units that should have
major roles 1in the implementation of ARMES are tne Development
Planning Division (DPD) and the Farm Management Division (FMD) whose
institutional capacities are discussed below.

2.3.1 Developmen® Planning Divigion {DPD)

DPPD is the MOA's organizational unit for policy analysis and
formulation of atrategies. The internal organization of the division
i8 based on the logical grouping of functions, comprising: -
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o) & commodity analysis section which annually reviews the

prices of maize, wheat, beans and rice. These reviews are
Presented for scrutiny and endorsement to an Interministerial
committee usually chaired by the Head of the DPD on behals of the
Permanent Secretary (PS). This interministerial committee

includes representatives from the OP, OVP-MOF, MoOPND, MolLD, MoCom,
NCPB, NIB and KNTC. Thereafter, the MOA prepares a paper for
submission to the cabinet which approves the revised prices;

o . an 41inputs Section which 1s charged with the
responsibillity of identifying the national requirements of
fertilizer inputs, and the licensing of traders for the procurement
and distribution of fertilizer. Again, DPD formally coordinates
this function with the other GOK institutions, including the Farm
Management and Crops Development divisions in the MOA, the OP, OovVP
MOF, MoCom and the Central Bank of Kenya through an
interministerial comm.ttee:

o a projects preparation section which undertakes
economic appraisal and monitoring of projects in the process of
developmert and implementation by the ministry's technical
‘divisions. Coordination between this section and the implementing

units within the MOA 1is largely through informal contacts and
regular correspondence between the officers involved: and

o a atrategy section whose function 1is to undertake
agricultural sector planning and analysis of policies. The section
1s @also responsible for monitoring the IBRD funded Agricultural”
Sector Adjustment (ASA) program. The section is currently engaged
in production forecasts to the year 2000 for all major agricultural
commodities in the context of the goals indicated in the
National Development Plan (1989-93), and the Sessional Paper No.l of
1986, on "Economic Management for Renewed Growth".

All the local =staff in the DPD are economists/planners who have
been seconded by the MoPND. Therefore, while the DPD staff are on a
day to day basis functionally responsible to the PS of the MOA, they
are professionally responsible to the MoPND.

In the propnsed IBRD funded M & E project at the MoPND, it 1is
planned that line ministries, such as MOA, will develop their own
analytical capabilities so that they can perform minor and emergency
analyses and have greater understanding and appreciation for the
results provided by the project. The M & E project stress a the need
to strengthen such ministries as MOA to use qQuantitative information
in theilr decision making processes. It 18 in this a context that
the relevance of ARMES at MOA and the role of DPD should be
perceived.

Although the current total professional staff capacity of the
DPD adds up to 18 officers, 1ts actual operating capacity 1is
considerably lower because 8ix officers are on study leave for post

graduate training. Furthermore, the operational capacity of the
division has been weakened by high staff turnover among both
local and expatriate star?f. Under a technical agsistance
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arrangement, a number of donors lead by the IBRD have been
providing a team of expatriates to the DPD since the 1970s.
However, while the number of expatriates seconded to DPD under that
arrangement has 1in some years exceeded 10, at present there is only
one expatriate who will depart in the next seven months.

Three local professionals have Just been recruited as technical
assistants funded by IBRD to replace departing expatriates. These
local experts are on short-term contracts, and will probably be out
of DPD 1in three years time. Most of the other 1local staff are
relatively new 1in the division because a majority of the past
generation of officers quit DPD soon after obtaining their post-
graduate qualifications. In the short term, there is little DFD
itselrf can do to reduce the turncver of local professional staff.
This problem of brain drain arises because of the relatively low
levels of remuneration offered to professional staff in the entire
civil service. Therefore, DPD 18 likely to continue relying on
external technical assistance.

In any case, DPD has much potential for contributing
exceptionally well to the development of agricultural policies.
Until late last year 1t was gulding the grain sector reform
initiatives and was specifically responsible for the

formulation of the CSRP. The division has developed relatively
strong formal and informal linkages with other GOK institutions in

policy development.

DPD 18 the only organizational unit explicitly mandated to
undertake strategic and policy analysis of the agricultural sector.
It continues to have the respect of other GoK institutions in
matters of policy analysis in that, for example, it has been
recently requested to prepare a food security policy paper on behalf
of an interministerial task force.

At the intra-ministerial level, DPD 1s well positioned to
present policy issues to decision makers. The head of the division
reports directly to the PS. The PS also usually passes to the
Division the responsibility of reviewing policy and strategic
analysis reports from other divisions and Government departments.

DPD 18 well positioned to obtain data information from the
technical divisions of the MOA. The functional role of the
division demands that it work closely with the other divisions
within the MOA, either through informal contacts between officers
or through such formal coordinating mechanisms as adhoc committees
and task groups, and through the ministry's management

mee.ings.

At i1ts current level of technical capacity, DPD is not geared
to effectively carry out 1its mandate in policy analysis. The
strategy section of DPD which 18 specifically responsible for
this function has only three full-time staff, including the
Deputy Head of the Division. The Section 18 affected by <the
problem of staff turnover which faces the entire DPD. The division
is also short of data processing capacity.
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More significantly, DPD has no reliable data bases to support
comprehensive and timely analysis of policy issues. To support the
implementation of policy reforms, KMDP requires appropriate
assessments of the expected effects of given policy reforms in the
agricultural sector. While DPD could carry out these assessments., it
would currently be confronted with a problem of lacking the
necessary data.

In the past, DPD has concentrated its efforts on the analysis
of crisis policy issues without the use of farm level data, which
has not been readily available. It is however, reali.:d that the
development of data basesg for the type of policy analysis that
quantifies the impact of policy reforms on private and social

profits, and demonstrates the impact of the reforms on market
efficiency and agricultural production 1is very relevant to DPD
needs. Therefore, DPD should be a primary target for KMDP

institutional strengthening.

It is difficult to determine DPD staff capacity for the policy
assessments envisaged in the KMDP. The department has Just
recruited three new technical experts, and a number of the staff out
on post-graduate studies are expected back 1in the next yeer.
However, the current staff may be Just adequate to cope with the
core functions and duties that DPD has undertaken 1in the pest.
Therefore, DPD will need some strengthening by way of technical
asgistance and staff training.

Assistance should alsc be availed to DPD under KMDP so that DPD
policy and strategic analysists can easily access the high qualit§
farm level data that ARMES will generate. Details of recommended
assistance to DPD and FMD are described in the next chapter.

2.3.2 Farm Management Division (FMD)

The functional responsibilities of FMD are reflected 1in 4its
internal organization structure, which comprises a Land Use Planning
branch, a Farming Systemm and Statistic¢s branch and a Farm Inputs and

Marketing branch.

A review of past FMD initiatives reveals that it should be
the focus for the 1implementation of KMDP's applied research
monitoring and evaluation system (ARMES). In this regard, two FMD
initiatives are noteworthy, i.e development of its data bases and a

market information system.

FMD Daia Bases

The FMD has a data bank that has been described as the most
expansive, organized, farm level production deta in Kenya. Three
main data bases were developed between 1978 and 1987. The first one
which was started in mid-70's and which has been updated annually
until 1987 is called "“Agricultural Costs and Prices'. It contains
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detailed information on costs of agricultural inputs and outputs for
the major enterprises, and forms the only time series price data
available in some organized form. The data includes road and rail
transport as well as gross margin analysis for selected enterprises.
It generally uses national averages and Nairobi based prices.

The data bank is however incomplete in many areas, and
Presentation and types of calculation chosen do not always lend the
documents to easy use. Nevertheless, with regard to KMDP and the
objectives for ARMES, this information can be reorganized and

completed to be very useful.

The second main data at FMD was compiled in 1983, through the
assistance of GTZ to Farm Management Division. The data are
differentiated by four parameters - district. agroecological zone,
commodity and level of production. Using input costs and production
prices, it shows technical coefficients in the production function,
with the bottom line being enterprises gross margin per hectare. It
looks at irrigated and rainfed agriculture separately. This data
covers 35 high agricultural potential districte.

The third FMD data set, developed in 1987, verifies and
improves data from the 1983 data set, and has similar variables.
This one, however, goes beyond individual enterprise budgets to show
entire organization and Profitablility of the various farm typres at

different 1levels of technological advancement. These data are on
computer Jlotus Linear Programming optimization model developed by
GTZ. It covers three major regions, namely, Western, Rift Vallex

and Central/Eastern regions. Each of these three areas has been
further divided into Agroecological zones leading up to a total of
18 different areas for whicp model crop and farm budgets have been
established. These models represent about 83% of the estimated 2.1
million agricultural holdings in Kenya. The areas not covered are
the agriculturally marginal areas in Eastern and Coast province and

the coastal strip.

These FMD data bases provide a firm basis for developing the
data bases required in ARMES. Through KMDP, FMD can be strengthened
and supported to verify and update this data, and "to
institutionalize an applied research data base system for strategic
Planning and policy making.

The staff in the FMD appreciate that a reliable data base 1is
crucial to effective planning, management and policy decision-~
making. they also acknowledge that gsuch data is currently not
available to those who need it. Since FMD is Keen to organize for
the collection, compilation and dissemination of data on all aspz2cts
of agricultural production, it offers an ideal institutional
environment for the development of an applied research, monitoring
and evaluation system (ARMES).

FMD Marketing Information Svstem

In the mid-1980s8, FMD gtarted a Market Information System
{MIS) to improve market transparency by collecting ‘data on wholesale
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market prices in nine major urban centres. This information was
disseminate on a weekly basis through radio broadcasts.

However, some of these MIS activities stopped last year because
of lack of funds, especially for telephone and telex correspondence
between the market enumerators and the head office, and the costs of
the weekly radio broadcasts. '

It is nonetheless, still an important goal for FMD to provide a
MIS for communicating the market performance of important food
commodities. Much data on rural market prices continues to be
gathered for the FMD by the farm-level agricultural technical
assistantsyg (ATAs) of the ministry. ATAs are collecting farm
produce prices data from some 100 rural agricultural production
markets, This data is then fowarded to the District Agricultural
Officers (DAOs) who compile monthly reports submitted to MOA
headquarters.

During the past two years FMD has embarked on the development
. of an organizational capability for a comprehensive MI1S. Some 80
university and diploma level graduates in agricultural marketing
have been recruited and posted to the districts, and some divisions.
There are also two senior agricultural marketing officers
responsible for the marketring section at the headquarters, one for
the domestic markets and the other for the overseas markets.

At present there i8 no adequate organizational capacity and
recurrent resources at the FMD headquarters to systematically manage
and process the data collected. 1f adequate resources were placed
at the disposal of the FMD 1t could rapidly develop i1its MIS to
Provide market prices information in the system required in KMDP
design. Therefore, KMDP implementation of a MIS should involve
institutional strengthening of FMD. Details of this strengthening
are described in the next chapter.

2.5 SUMMARY OF FINDINGS AND COKCLUSIONS

Antroduction

Generally the existing institutional arrangements provide a
sound framework for the implementaticn of the KMDP. Although a
degree of institutional fragmentation existe, mandates and functions
of each institution are generally clear.

KMDP institutional strengthening goals are consistent with the
aspirations of the target institutions, and complementary to
institutional strengthening initiatives at MoPND and MoSM.

It is in the context of the above, overall, assessment that the
summary of the analyses are provided in the sections that follow.
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Ingtitutional Fragmentation

Institutional fragmentation in the agricultural sector largely
reflects political decisions, to reduce the span of control of the
MOA through the transfer of functions to newly created ministries.
Consequently, for example, the MOA has the mandate for agricultural
policy while the MoSM has the mandate for food distribution and
marketing policies. In the circumstances, some degree of duplication
of efforts is inevitable. :

There is duplication of efforts in the collection and
dissemination of information on market prices for agricultural
commodities between the CBS and the MOA (FMD), and in crop
forecasting efforts undertaken independently by CBS., DRSRS, MOA, and

NCPB. While at the technical level it is feasible to achieve a
significant degree of consensus on the need to integrate the systems
and minimize the costs of duplication., it is8 clear that political

considerations may at present be against such changes.

MoPND Coordinates Policy Analvsis

The MoFND formal linkages with the planning units in the
various line ministries provides a framework for coordination of all
GOK policy initiatives. So far, there 18 no duplication of efforts
in policy analyses because technical leadership of DPD 1is not

disputed.

Toviards an Integrated Crop Forecasting Svstem

In crop forecasting, the participeting instituticns are
formally ‘coordinated through an Interministerial Committee chaired
by the Director of CBS. An Interministerial Technical committee has
also been formed to review and harmonize the crop forecasting
methodologies adopted by the various institutions. The likely
ocoutcome of the 1initiatives of the latter committee would be an
integrated crop forecasting system.

Iowarde A lnified MIS

In the collection and dissemination of market information on
agricultural commodities, CBS and the MOA (FMD) have had s8separate
initiatives. However, the staff in the two institutions have shown
much willingness to collaborate.

CBS recognizes that the MOA hae a wider and éeeper
organizational capacity down to the farm level which., i1f provided

with the right statistical techniques, can provide more
comprehensive and reliable coverage of commodity »rural market
prices. Since CBS does not collect data for its own use, it 1is

willing to provide technical support to the MOA to develop MIS.
There is, therefore, an opportunity to develop a unified market

informat o-n system.

20



Institutional Initiatives are Constrained hy Lack of Resources

Institutional initiatives to improve the market information
systems for agricultural commodities have in the past been severely

constrained by lack of resources. More noteworthy among these are
the CBS initiative to collect and disseminate market prices data,
the FMD efforts to develop micro-data bases on farm production. the’

FMD 1initiative to collect and disseminate information prices of
agricultural commodities, and the initiative by the Interministerial

Technical Committee on <Crop Forecasting to rationalicze the
methodologies used by the various institutions. Therefore, the
aveilability of resources to support these initiatives is an

appropriate focus of institutional strengthening measures.

Focus Institutionsal Strengthenine Measures on FMDRD and DPD

The primary goal of KMDP institutional strengthening measures
ie the institutionalization of an applied research, monitoring and
evaluation system (ARMES). The preceeding analysis of the existing

institutional arrangements indicates that institutional

strengthening measures should focus on the FMD and DPD at the MOA.

In summary, this conclusion is Lrrived at on the following basis-:
(o] the MoPND which coordinates policy analyses by the

line ministries and has the broadest mandate for data
collection will soon benefit from the proposed

IBRD funded M & E project. The M & E project has,
broader sectoral coverage but 1ts objectives are veby
similar to those of KMDP's ARMES project. Therefore,
the implementation of ARMES at the MOA will be
complementary to the M & E project;

o the CSRP 1s expected to 1dentify the measures
necessary to strengthen the MoSM and NCPB's
capacity to monitor and evaluate the policy
reforms by the program. At the same time, it 1is
clear that it will be Quite awhile before the MoSM
can acqQuire the organizational capacity required
to collect and manage the relevant data, and to
undertake rigorous policy analysis. Therefore,
within the time frame of the first phase of the
KMDP, there is much better chance of successful
implementation of ARMES at MOA than at the MoSM.
In any case, the MoSM is currently willing to accept
the leadership of the MOA in performing policy
analysis tasks:

o] FMD has already in place some data bases which
can be verified and updated within the initial stages
of implementing ARMES to provide DPD with the type of
data it has previously lacked in policy analysis.
Since the two institutions are housed under the game
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ainistry, potential problems in coordinating
implementation measures will be minimized:

DPD is well placed to present the results of
policy analysis conducted through ARMES to policy
decision-makers in the agricultural sector. The Head
of DPD is directly responsible to the PS, MOA: and

GOK 1is currently encouraging the sectoreal
ministries to undertake policy initiatives without
waiting for clearance and directives from the OP
as had been the practice in recent years. Therefore,
ARMES should provide a firm basis for the MOA to
initiate policy reforms in the agricultural sector.
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III PROPOSED INSTITUTIONAL STRENGTHENING MEASURES

3.1 ARMES AS A FRAMEWORK FOR INSTITUTIONAL STRENGTHENING

The implementation of an applied research, monitoring and
evaluation system (ARMES) is KMDP's framework for strengthening
institutions. ARMES will support the development of high quality
baseline data on agricultural production and marketing necessary for
informed investment pPlanning and policy formulation. KMDP will
thereby need to strengthen the institutions that collect, process
and disseminate data.

It is recommended that ARMES will be developed on the existing
FMD data bases. Therefore, the first step in the implementation of
ARMES 1s to strengthen FMD to verify and update its data, and make
them available for policy analysis.

Incorporating Policy Analvsis Matrix (PAM) Prodiect Data

During the past year, the GOK with <the support of USAID
launched the Policy Analysis Matrix (PAM) project in research and
training which should support the development of a reliable farm
management data base, provide a methcdology for qQquantifying the
impact of commodity policies on social and private profits, and
provide a means for measuring the efficiency of national resource
allocation. The PAM project is currently based at Egerton

University.

So far, the main objective of the project has been to test the
PAM methodology as a conceptual framework for using high quality
commodity budgets 1in assessing the impact of policies and
investments on enterprise profitability. The project is working irn
four areas of Kenya and has identified about 13 different commodity

systems.

A strategy 1in developing ARMES is to incorporate over time the
data and analysis developed under PAM into the FMD's farm management
data bases with a view to making these analyses a powerful tool in
understanding and formulating agricultural policies.

In the initial stages of incorporating PAM data and analyses
into ARMES, it is recommended that PAM is expanded in geographical
coverage to the six districts where KMDP (phase one) resources will
be invested in the development of roads (see Volume B report). This
will provide the PAM project.with the first opportunity to focus on
specific 1issues, relating the impact of 1investments and policy
reforms to trends in agricultural production and the efficiency of
marketing channels in these districts.

The framework for incorporating the PAM project activities
into ARMES is schematically illustrated in Figure 3.1 below.
]
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The expanded PAM project would benefit from the continued
involvement of the Btaff of Egerton University (EU) and University
of Nairobi (UON). It 13 not feasible that the staff at FMD and LDPD
can be redeployed to the field for PAM project activities. It 1is
recommended that KMDP hire local university graduates to carry out
this function.

To expand the PAM project to'thg six districts of KMDP (Phase
One) intervention, it is proposed that-:

(o) three teams, each comprising two graduate research
assistants, are recruited to work under the PAM project.
Each of the teams will be responsible for PAM research
activities in two districts: and

[e) two profesgsors 1in agricultural economics from EU and UON
are identified to supervise PAM project district teams.

Figure 3.1: SCHEMATIC ILLUSTRATION OF ARMES INCORPORATING
IHE RPAM PROJECT

SYSTEM CORE OUTPUTS
INPUTS PROCESSES
FMD DATA _POLICY ANALYSES____, ASSESSMENTS OF
BASES "BY DPD POLICY REFORM
r IMPLICATIONS AND
I IMPACT
|
|
i
PAM ' PAM DATA IMPROVED POLICY
PROJECT > ANALYSIS — — —— T7 DECISIONS AND
DATA IMPLEMENTATION
MEASURES
ACHIEVEMENT OF
DESIRED POLICY
REFORM OBJECTIVES

Conclusiong

The priority institutional strengthening measures that will be
supported by the KMDP for the implementation of ARMES will comprise-:
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© ' asupport to the FMD for:

a) updating and verifying of i1ts existing
data bases for use in strategic planning and
policy analyses:

b) incorporating the applied research data
developed under the PAM project to ARMES:

o gupport for the extension of the PAM project
activities to the 8ix districts where phase one of
the KMDP will be implemented:

o support to the DPD at the MOA for enhanced capacity
to utilize the data bases of FMD 1in sStrategic
rlanning and policy analysis. Also, since

market prices will provide a Key indicator of the
changes arising fi1rom market reform and DPD has the
GOk manrndate for commodity price reviews, DPD could
be supported by KMDP in this area;

o support to FMD in the development and operation
of a comprezhensive market information system for a
select nunber of egricultural commodities. and

o gsupport tco the Ministry of Public Works (MoPW) for
monitcring and evalaution of KMDP investments in
roads. The measures to strengthen the MoPW are

however deacribed in Vclume B report..

3.2 SUPPORT TC IMMD IK THE IMPLEMENTATION OF ARMES

FMD needs sgufficient capabllity to collect, process and manage
data. The needa that have been identified by FMD in this »respect

include-:

o short-term <raining of provincial and district farm
menagement officers in on~farm research methodologles
and dAdata collection procedures.

o facilities for data c¢ollection and management,
including transport vehicles, personal computers
and software. During the first phase, KMDP will provide
four transport vehicles, four personal computers and
appropriate software. :

To strengthen the data collection and management skills at FMD,
KMDP will provide technical assistance to FMD in the form of-:

o an agricultural policy research specialist with s8kills
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in the development and use’of farm management data bases
in assessing market efficiencies. This agricultural
policy research specialist should be a full-time Team
Leader/ Program Coordinator in the institutionalization
of ARMES: and

(e} post-graduate training of Kenyans in applied research,
monitecring and evaluation of ergricultursal policy
reforms. Accordingly. a few post-graduate students

should be funded by KMDP for this training, at both
local and overseag universities.

3.3 ENHANCING DPD's OPERATIONAL CAPACITY

It has not been feasible at this stage to determine whether or
not the policy analyses skills that will be available to DPD in the
context of KMDP's objectives and the GOK agricultural policy reform
agenda will be sufficient. Nevertheless, it 1is considered
appropriate that KMDP should provide technicel assiztance to DPD
comprising the following-:

o} an agricultural strategy and policy analyst who
will concentrate on the policy issues identified by
the GOK policy reform agenda and ensure that ARMES 1is
geared to the generation of data relevant to the
priority policy 1issues:

° training of Kenyvans in quantitative policy analyses and
modelling sKllls at post-graduate level: and

° financial resources, to hire specilalists from
univemrsgities and private firms to agssist in
emergency policy analysis tasks. This assistance 1is

particularly relevant because MOA has been losing its
trailned and experienced staff to the universities.

DPD s8taff have also indicated that their gerformance 1is

currently c¢constrained by 1lack of data processing facilities.
Therefore, iv is recommended that KMDP provide DPD with policy
analysis modelling software and a few personal compuvlers. In

acquiring these personal computers the need for DPD to access ARMES
_data bases at the FMD should be recognized.

3.4 SUPPORT TO FMD IN THE DEVELOPMENT OF A MIS

FMD's planned strategy for data collection and dissemination
will involve the design of a concept of data collection at district
level, design of a comgputer software package to analyze price
develophente and establishing an information system about the
developments of yi~alds, costs and producer prices, To support this
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FMD 1initiative, KMDP will provide technical assistance in the form
of a market information specialist, and training of the FMD staff as
outlined in the USDA report of May 1989. The commodities and
equipment required to support the development of a MIS by FMD have
been identified to include the

following-:

o fax machines for the transmission of data from the
districts to the headquarters:

o a mini-computer for data processing at the headquarters:
o microcomputers for the district market information
offices;

o} 4 motor vehicle for use by the MIS headquarters staff
in program supervision: and :

o motor cycles for use by the district marketing offices
in the transmission of data from the markets to the

district offices.
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IV INSTITUTIONAL LINKAGES AND COORDINATION MECHANISMS

4.1 THE NEED AND ESSENCE OF COORDINATION

There 1s &a need for coordination in the 1mp1ementétion of
KMDP, the IBRD funded M&E project and the Cereals Sector Reform
Program (CSRP). The CSRP 1s already ahead of the KMDP in addressing
GOK policy reforms in grain marketing. The M & E project at the
MoPND has broader policy monitoring and evaluation goals which are
shared by the ARMES project of the KMDP.

However, coordination will be a challenging undertaking in the
implementation of KMDP. The complex flow of information and
interactions of authorities 1n this situation do not permit the
creation of a formal hierarchical organizational unit with authority

to control the other institutions. In this regard , for example,
coordination . through the KMDP Steering Committee cannot be
routinized, regulated or formalized. Kather coordination must be

viewed as an adaptive process requiring flexibility and creativity
among the Key participants and leauership in the institutions
involved.

KMDP coordination should not degenerate to control, which by
threatening the 1institutional autonomy of the participating
organizations would result in conflict between the institutions.
Technical expertise, and the lateral, upwards and downwards flow of
information and authority should characterize the relationships °
between the 1nstitutions that need coordination. It 1s 1in this
context therefore that the overall institutional linkages., and the
role of the KMDP Steering Committee are described below.

4.2 THE KEY INSTITUTIONAL LINKAGES

The overall institutional linkages in KMDP implementation are
schematically 1llustrated in Figure 4.1. Coordinating linkages are
required between MOA, MOPND, MoPW and MoSM.

8.2.1 Coordination between MOA and MOPND

The key formal linkage already exists between the MoPND and the
MOA through DPD as an extension of the MoPND/SPD capabilities 1in
line Ministries. This linkage provides for easy coordination in
the 1implementation of the proposed M & E system at the MoPND and

ARMES.

4.2.2 Coordination of KMDP and CRSP

While the objectives and proposed activities of the KMDP are
cor- lementary to thosgse of the CSRP, KMDP 18 designed to address a
broader range of 1ssues and go beyond what 18 currently envisioned
for the CSRP. For this reason, although it appears that there will
be some overlap of agenda between the KMDP and CSRP Steering
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FIOGURE 41tA SCHEMATIC ILLUSTRATION OF THE OVERALL KMDP INSTITUTIONAL LINKAGES
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Committees, it is not considered appropriate to consolidate the two
committees at thilis stage. Further, the membership of the CSRP
Steering Committee is such that it will have less inclination than
the present KMDP Steering Committee to delve into the technicalities
of policy analysis.

Both the MoSM and NCPB are represented at a senior technical
level 1in the KMDP Steering Committee. On the other hand, DPD 1is
represented on both KMDP and CSRP Steering Committees. These
representations should provide for formal communication between the

two programs.

Regular donor (USAID/EEC/IBRD) consultations should also
enhance the development of effective coordination between KMDP and

the CSRP.
4.2.3 Coordination of ARMES and MIS Implementation Activities

fAlthough ARMES and MIS contribute to the policy reform process
from different perspectives, their implementation are complementary.
and important in assessing the success of KMDP, Therefore, there
shoulcd be coordination between ARMES and MIS implementation

activities.

The realization of effective coordination between ARMES and MIS
will be facilitated through the existing formal and informal
contacts between DPD and FMD staff as organizational units in the
same ministry. There will also be efforts in this direction by
USAID project officers and qhe technical assistance sgpecialists that
will be seconded to the program.

It is recommended that the specialist responsible for <the
overall development of ARMES at the FMD shall be appointed Frogram
Coordinator. In that role, the specialist's Job description will
involve fostering coordination among the institutiorns and individual
staff involved in the implementation of ARMES.

If USAID c¢can ensure that.all the £four technical assistance
speclaliste funded by KMDP, i.e two at the FMD, one at DPD and one
at MoPW see Volume B report, and the PAM project teams are procured
through a single contract with US and/or Kenyan organization(s), the
Program Coordinator should be designated KMDP Team Leader. Then it
will be easy to foster a formalar coordination mechaniesms for all
KMDP activities activities through regular meetings of a KMDP
technical assistance team.

8.2.4 Other Coordinating Mechanismea

In describing the existing institutional arrangements
(c!apter I above), it was indicated that many of the institutions
invilved 1in the &agricultural 8s8ector have coordination through
interminigterial committees and task groups whose functions relate
to i1ssues of agricultural produciton and market ‘efficiency. Such
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committees include those for crop forecasting, farm inputs and
annual commodities prices review. At present, there is also an
interministerial task group deliberating on food security. Such
committees and task groups will therefore reinforce the coordinating
mechanisms outlined above for KMDP.

Another important direct linkage which has to be fostered early -
during the implementation of KMDP will be those between ARMES and
the Development Planning and Coordination Division (DPCD) of the
MoPW. This linkage 1is described in Volume B report.

8.3 THE ROLE OF THE KMDP STEERING COMMITTEE

The KMDP Steering Committee will provide the primary
coordinating mechanism for the progran. Strategically, the
essentinl faanlura of Lhae KMDP Staaring Commiliae will be to nurture
coordination without stifling action in the organizations

represented 1in the committee. Accordingly, the role of ¢the KMDP
steering committee will be-:

a) to insure that major policy initiatives in the
agricultural and rural development sectors have the
wldest possible cross-sectoral technical review and
consensus before they are presented to the policy

makers;:
b) to i1dentify policy review needs:

c) to ensure exchanze'and flow of data and information
between the institutions;

d) to foster collaboration between the institutions and
facilitate the activities of the collaborating agencies.

e) to foster policy reform changes consistent with the
KMDP obJectives.

a.a FMD AND CBS COLLABORATIéN IN THE DEVELOPMENT OF MIS

It will be cost-~effective for the GOK to have a unified MIS
through collaboration between FMD and CBS. FMD has the superior
field organizational capacity while CBS has a more scilentific
approach in data collection. The development of MIS for
agricultural commodities should therefore take advantage of the
opportunity offered by the willingness of CBS to support the FMD

efforts in developing a MIS.

KMDP should foster collaboration by supporting the development
Of mechanisms whereby CBS can provide its Know-how in market data
col.ection to the FMD staff. It 18 therefore recommended that KMDP
will sponsor the participation of CBS staff 1in the workshops
organized to train the FMD staff in data collection and management.
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4.5 DISTRICT LEVEL COORDINATION OF FMD ACTIVITIES

At the District level, FMD activities in the implementation of
ARMES and MIS will be coordinated by the District Agricultural
Officer (DAO). The DAU has a functional reporting relationship to
all heads of technical divisions of the MOA. Therefore, no
significant problem 1s anticipated in the communication between the
district level establishments and the FMD headquarters.

Nonetheless, it is important that coordination of the FMD
bactivities at the District level is planned for during the initial
stages of the implementation of ARMES and MIS. It is therefore
recommended that workshops will be conducted toc explain the MOA
district level staff the objectives of KMDP, ARMES and MIS projects.
The DAOs and their staff will also need training on the district
level operations of the PAM project, and the role and level of
support required o2 them in the implementation of KMDP.
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v FINANCIAL ANALXSIS

5.1 INTRODUCTION

The broad objectives of financial analysis were outlined in
the statement of work (Appendix 1) as:

e} to describe the relevanf budgetary and expenditure
procedures for each of the proposed implementing
institutions:

o to identify the actual and potential financial problems

related to the implementation of KMDP;

o to assegs the financial implications of the proposed
investment:
o to determine the degree to which KMDP funds should be

tracked: and

o to assess GOK's capability to account for KMDP
resources.

5.2 PROGRAM BUDGET AND FINANCIAL ARRANGEMENTS

The financial summaries in Tables 5.1 and 5.2 below show how
KMDP presources for each of the four sub-components will be
disaggregated. The projections assume a ten year implementation
period for recurrent costs although it is understood that, for now,
funding commitments by USAID will only be made for the initial
three year phase of the program.

Implementation of KMDP will involve the use of funds from three
sources:

1) a DFA Sector Cash "Grant of $10 million to fund
performance payments against policy measures;

2) a US35 mililion DFA <¢ash grant to fund technical
assistance to address institutional constraints: and

3) $40 midlion in PL-480 counterpart funds to be applied
in institutional strengthening and roads development.

Under the terms of the US$10 million DFA Sector Grant, AID will
dig' irse dollars a8 a contribution to GOK's general foreign
exc..ange reserves 1f GOK successfully undertakes the policy
reforms agreed upon by the two Governments.

Total PL-U480 counterpart funde and DFA program cost for the
Institutional Strengthening and Roads Improvement componente 18
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TABLE 5.1: KMDPPHASE ONE PROGRAM COSTS 1991-1993
( Amounts in US Dollars)

F? FY FY
1921 1092 1993
1. Applied Pesearch, Menitoring and
Evaluation (ARHES)
A. Technical Ascistance (DFA) 952,804 923,804 815,020
B. TA to FMD (Counterpasrt) 260,000 200,000 200,000
€. TA to [PD (Czunterpart) 100,000 100,000  100.000
D. Training (LFA) 212,500 187.500 165,000
E. Carecdities (DFA) 210.0q0 ) 0
Subtotal 1,676,204 1,411,304 1,280.¢2
11. Market Inforpaticn Systems
A. TA (DF8) 111,521 111,521 92,934
B. Training (DFA) 135,000 42,300 74,550
C. Corroditizc (DFA) 167,000 27,590 27.500
D. TA (Counterpart) 200,000 200.000  200.000
Suttotal 613,521 281,321 294,984
111. Rural Market Roads Developrznt
A. Short-tera TA 100,000 100,000 109,000
B. Training ! 75,009 75,000 75,000
C. Poad Construction & Pehab. 2,000,000 10.000,000 13,000,000
D. Road Maint. -- Counterpart 500,0c0  1.400,000 3,000,000
Subtotal 2,675,000 11,575,000 16,175,000
1V. Progras Evaluation (external) 0 0 32,7
TOTAL RMDP RESOURCES 4,964,825 13,688,098 17,850,004
GOX Recurrent Costs
Road Maintenance 200,000 400,000 600,000
T0TAL PROGRAH COSTS 5,164,825 0 14,088,898 18,450,004

TOTAL

2,692,628
600,070
300,070
65,000
210,600

315,976
281,850
222,00
607,000

300,009
225,000
25,016.079
4,900,000
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1. Aoplied Research. Monitoring and
Evaluati-n (ARMES)

Technical Assistance (DFA)
TA to FMD (Counterpart)

TA to DPD (Counterpart)
Training (DFA)

Commodities (DFA)

me oD

Subtotal

I1. Market Information Systess

TA (DFA)

Training (CFA)
Commodities (DFA)
TA (Counterpart)

Som»

Subtotal

II1. Rural Market Roads Developgent

A. Short-tera TA
B. Training

C. Road Construction & Rehab.

D. Road Msintenance

Subtotal

1. Program Evaluation (DFA)

TOTAL FMDP RESOURCES

GOK Recurrent Costs

Road Maintenance

10TAL PRCGRAM COSTS

TABLE 5.2: KMDP PHASE ONE PROGRAM BUDGET, 1991-1999
Fi FY Ft FY Et Y Ff FY 3]

1351 1932 1993 193§ . 1935 1536 1997 1959 1599 T0TAL
953,804 923.804 815,920 0 0 0 0 0 0 2.692.628
200,000 200,200 200,09 0 0 0 0 0 0 600,000
100,000 100,000  100.000 0 0 0 0 0 0 300.000
212,500 187,50 165,660  50.000 50,000 0 0 0 0 665,000
213,000 0 ] 0 0 0 0 0 -0 210.000

1,676,306 1,411,304 1,280,020 50,000 50,000 0 0 0 ] 4.467.628
111,521 111,521 92.934 0 0 0 0 0 . 0 315,976
135.600 42.300 74.550 0 0 0 2 £ 0 21,38
167,000 27,500 27,500 0 0 0 0 0 0 222,000
200,000 206,000  200.000 0 0 0 0 0 0 600.600
613.521 381,321 294,004 9 ) e 3 0 9 1.359.32¢
100.000 160,000  100.0C0 0 0 0 0 0 0 300,900

75.00¢ 75,000 75,000 0 0 0 0 e o 225.000

2,000,000 10,000,000 13,000,000 0 0 0 0 0 0 25.000.000
500,000 1,400,000 3,000,000 2,310,000  1,403.060 1,080,356 831,874 640,543 493.218 11.659,052

2.675.000 11.575,000 16,175,000 2,310,500 1,403,060 1,080,356  831.874 640,543 493.213 37,184,052
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estimated at US $ 36.5 million during the first three year (1991-
1093) phased of KMDP (see Table 5.1). In addition, about US $
6.8 million counter-part funds are budgeted as KMDP support to
GOK in the maintenance of roads during the period 1994 to 1999
(Table 5.2). Discussion on the financial issues related to the
use and accountability 1s incorporated of funds budgeted for the
Roads Component is incorporated in in Volume B Report.

The combined cost estimates for the two sub -~-components of
the Institutional Strengthening component (ARMES and MIS) during
the first phase amounts to US $5.8 million (Table 5.1). 70
percent of this amount is budgeted to go toward providing
technical assigstance for ARMES during this phase. The remaining
30 percent has been budgeted to cover technical assistance
requirements for the proposed MIS activities as well as all
training and procurement of commodities under both subcompounents.

5.3 THE GOK BUDGETARY AND FINANCING ARRANGEMENTS

The 1nstitutional strengthening measures of KMDP will be
implemented within the framework of the existing GOK budgetary and

financing arrangements. The following discussion outlines the
financial management system and analyzes the implications for -
KMDP.

The Annual Estimates'(or budgets) essentially form the
Government's financial framework for any given financial year. Three
types of estimates are published for the start of each financial
year which runs from 1st July through 30th June: Estimates of
Revenue, Development Estimates and Recurrent Estimates.

As a general rule, Recurrent Estimates are intended to fund ali

personnel costs, maintenance, ordinary supplies and equipment, and
other routine operating costs. . The Development Estimates, on the
other hand, cover all major capital expenditures including all costs
of 1investments 1in major equipment, buildings, constructions and

land, loans and purchases of equity.

There are three phases in the GOK budgetary and financial
system, namely:

° the ministerial ceiling preparation process:
(<] the estimates preparation process; and
(<] ' the expenditure cycle.
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5.3.2 Ihe Cellings Preparation Procegs

The Development Plan contains guidelines for Government
participation 1in the development process and includes estimates of
resource availability, appropriate public sector activities. and
priorities. Based on these guidelines the Treasury determines and
issues the spending 1limits or 'ceilings" to limit ministerial
estimates.

The ceilings. are prepared for the Recurrent and Development
Budgets. Each ministry is expected to keep within its given ceiling
when preparing its annual expenditure budget.

The c¢ellings which are set for each ministry are for gross
exXxpenditures. the implication in this is that, donor financing,

whether in the form of loans, grants or Appropriations-in Aid
(direct payments), must be included within the ceiling. Thus, under
this system, if the total number of development projects and

activities proposed by a minisgstry exceeds its ceiling., the ministry
would have to cut back this total to the ceiling level, even if the
difference between the given ceiling and the original total were to
be completely financed by donors.

GOK Budget Rationalization Program

There has been rapid increases in GOK Expenditure in the past. .
Table 5.3 below 1indicates the levels of both the recurrent and
development expenditures at three intervals over the past two and a
half decades. !

Table 5.3: GOK Expenditure Trend
(K Pounds - million)

1964,/65 1984,/85% 1988/89
Recurrent Expenditures 36.9 740.1 1,494.3
.Development Expenditures 16.0 353.7 806.1

A e e - = D D - - D G - -t - Gt - W M e D AP Em s = -

Source: GOK Printed Estimates

Domestically generated revenue aad donor grants have generally
been insufficient to cover all of the estimated recurrent and
development expenditures. The Government has therefore been
concerned with limiting ite budget deficit and borrowing from the

banking system.
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The GOK 1984-88 national development plan, sought to address
the problem of recurring budget deficits. So the plan put forward a
five point program (Budget Rationalization Program) to reduce the
cost to the budget of government services. This involved:

a) a sharp curtailment of non-essential government
investments and services, which would in some cases be
left entirely to the private sector:

b) the supplementing of government's provision of selected
essential services by voluntary agencles and ‘''the
individual and collective efforts of the people';

c) a shift in the focus of planning to the level of the
district:

4) improvement in the efficiency of planning and
delivering government services and in the productivity
and discipline of the civil service; and

e) the shifting of more of the burden of the cost of
government gservices to those who benefit from them,
through fees and other charges.

The Budget Rationalization Program hasgs brought a number of
significant improvements in the budgetary processes during the last
few years. These 1improvements 1include not only process and
procedure changes but also changes 1in the composition of Government
expenditures 1n accordance with the priorities established in the

program.

GOK Abgorption capacity for Lonor Fundse

One of the important elements 1n the implementation of the
Budget Rationalization program has been the more effective
absorption of availilable donor commitments for project and program
financing and the direction of these commitments <to priority
projects and programs already included in the Program Review and
Forward Budget. The Government has also succeeded in obtaining more
program assistance, which has alleviated the problem of deficit

financing.

GOK 18 however not yet able to absorb all of the available
donor commitments within its development budgets, It is significant
that in the current financial year, the Government 1s able to absorb
only 62 percent of total available donor commitments. The Ministry
of Agriculture will absorb 73 percent of the exXternal resources

available to 1t.

Because of the relatively low level of financing planned for
the Institutional Strengthening component, the implications of the
problems related to the budgetary ceilings and GOK absorption
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capaclity will not be as significant as, for example, the proposed
Roads Improvement component (s8ee Volume B report). Already, US $1.5
million for KMDP was included in the 1989/90 Development Estimates
under the Ministry of Planning and National Development (MoPND).
Therefore although there would be some bureaucratic procedures to be
followed 1in the reallocation of these funds to the institutions
specifically targeted for institutional strengthening (see Chapter
III above) no major difficulties arz anticipated in obtaining GOK
budgetary allocations for this component of KMDP.

5.3.3 Egtimaten Preparation Process

Following the ceiling preparation process, the gsecond
important process 1n the GOK budgetary cycle is the preparation of
budget estimates by the individual ministries. The ministerial
estimates preparation goes through the following three different but

interrelated stages:
(<) the Program Review and Forward Budget (commonly
called "The Forward Budget"),
] the Revised and Supplementary Estimates; and
o the Draft Annual Estimates.
Forward Budget: The annuel Forward Budget i1s the means for
translating the pattern o development in the Development Plan 1into

planned expenditures, and scheduling the implementation of proJjects,
program and activities. The Forward Budget exercise takes place 1in

July and August for all ministries. It generally covers three
forward years except when a Development Plan is being prepared when
it is extended to cover the period of the Plan. In this exercise,

ministries are required to prepare program briefs indicating program
changes since publication of the National Development Plan and any
program adjustmcnts in response to new economic guidelines from the
Treasury. The introduction of new projects or programs should occur
only through the Forward Budget.

Beviaed and Sunplementary rFatimates: After the publication of

the Estimates in July, 1t often becomes necessary to alter the
original allocation levels. In some cases and under stringent
conditions, funds are reallocated between the various budget
elements without any increase in the overall level of the budget.
In other cases, additional funds are needed before the end of the
financial year over and above the amounts initially specified. The
former case leads to the publication of the Revised Estimates, while
the 1latter case requireg approvel in the form of Supplementary
Estimates which are often conpleted and published together in one

exercise between October and March of the financiel year. Revised
and Supplementary Estimates are not intended to be used for the
purrose of introducing new projects or previously rejected projects
into the current budget.

N
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Draft Annual Estimateg: The third stage i1s the preparation of
the Draft Annual Estimates for the following financial year.

Ministries submit their draft annual budgets for the next financial

yvyear by the end of January. The submissions include detailed
program descriptions and statements on program obJjectives, and
exXxplanations of changes in expenditure on an itemized basis. The

Estimates should go to print in May,/June and should be presented to
Parliament by the Minister for Finance on Budget Day, usually about
two weeks before the start of the new:financial year.

5.3.4 GOX Expenditure Cycle

Government departments begin to incur expenditure in a new
financial year before Parliament gives formal approval to the

Estimates. Parliament usually passes a "Vote-on-Account" prior to
1st July for the new fiscal year which 1in effect allocates funds for
the purpose of meeting necessary expendlitures until the

Appropriation Act for that year comes into effect.

After the parliamentary approval, Treasury issues by a circular
to each Accounting Officer the authority to incur expenditures
(AIE). The Accounting Officers within each ministry in turn issue
AIEs to their respective district heads and other vote holders not
later than 15th July of each year.

5.3.5 Accounting And Financial Accountability

The Government has a centralized and computerized accounting
system. Ministries, and provincial and district establishments make
weekly returns of expenditure incurred and payments to the computer
center in Nairobi. Monthly expenditure reports, covering each AIE
holder are then centrally prepared and disbursed to the AIE holders.
This GOK system appears sound and effective.

Conclusions

The reviews carried out on the Government financial management
and accountability systems indicated that the Government's internal
accounting and administrative controls were adequate to ensure that
KMDP resources will be safeguarded and properly managed.

The GOK has instituted fairly strict internal control checks
whereby expenditures must be independently authorized and reviewed
for propriety prior to being approved and processed for payment.

With respect to actual accountability for expenditures, monthly
expenditure reports are prepared routinely within two weeks of the
end of a given month. -
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5.4 FINANCIAL TRENDS

. In recent years, the budgetary allocations in both recurrent
and development expenditures for the agricultural sector have
decreased steadily in relation to the overall national budgets.
Table 5.4 shows these downward trends in percentage terms,
Summaries of the recurrent and development expenditures for the pasi
four years are presented in Tables 5.5 and 5.6 respectively.

Table 5.4: Budgetary Allocations To The Agricultural Sector
Expressed A8 A Percentage Of Total National Budget

1985/86 1986/87 1987,88 1988/89
Recurrent --;T;g; --;?;;; _-;:;;;- —_;jg;;
Development 17.18% 15.04% 13.26% 14.58%
Overall 8.85% 11.19% 6.23% 4,88%

The significant drop in the recurrent expenditures for 1986/87
and 1987/88 is due to substantial subsidies to NCPB totaling K
Pounds 77.5 million allocated in the two financial years 1985,/86 and

1986/87. Apart from these subsidies, the annual increases in both’
the recurrent and development budgets in absolute terms for this
sector has not been consistent over the past four years. The range

has been between 1.08% and 16.6%X for the recurrent expenditures, and
between 2.26% and 23.9% for the development expenditures.

With the exception of DPD, the cost of salaries and other
personal emoluments for all divisions within MOA including FMD have
been grouped together 1in the recurrent budget under the two

headings of Headgquarters General Administration, and Provincial
and District Administration. . The individual amounts indicated in
the expenditure summary below for these divisions, therefore,

represent operating costs other than salaries for the respective
divisions.

For DPD, the amounts indicated in the budget are for total
operating costs within the division including personal emoluments
which make up approximately 80 percent of its total opereting costs.

The budget tables indicate that the budgetary allocations for
DPD and FMD which are the focus for KMDP institutional strengthening
have remained essentially unchanged over the four year period ended

1968/89.
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TABLE 5.5: AGRICULTURAL SECTOR RECURRENT BUDGET, 1985/86- 1988<1989

(Amounts in Kenya Pounds)

-------------------------------------------------- Forward Pudget
1985/86 1986/87 1987/88 1988,89 1989/90

GENERAL ADMINISTR TION & PLANNING

Headquarters General Adeinistration 4,388,406 2,644,313 2,440,608 3,269,337 3,273,637
Provincial & District Adeinistration 2,219,708 8,470,753 6,425,821 5,833,020 6,144,214

Planning Division - 110,193 113,595 103,335 108,100 134,443
Crop Developrent Division 10,123,040 67,626,520 137,663 165,469 269,105
Agricultural Enginearing Division 0 0 0 0 23,300
Farm Hanagerent Division 73,139 9,030 9.030 11,400 17,900
Agricultural Extension Division 95,827 197,420 215,313 243,119 256,967

Subtotal 17,011,313 79,061,631 9,332,030 9,630,445 10,119,166

CROP DEVELOPHENT

Crop Research 6,576,524 6.686.284 5.678,663 5,904,591 0
Other 6.583,154 2,328,333 2,858,353 2,647,086 3,263,643
Subtotal 13.165.678 9,014,617 8,537,016 8,551,677 3,262.643

LAKD & FARM DEVELOPMENT

Soil & Water Conserv. & Ngat. 1,838,597 711,044 464,941 473,958 142,940
Irrigation Developasnt 292,669 348,447 395,781 371,728 399,870
Extension Services 3,229,874 9,908,566 12,707,091 14,833,326 17,647,950
Other 1.693,595 292,658 1,062,730 1,186,034 1,454,123
Subtotal 7,053,735 11,260.715 14,630,543 16,865,046  19,644.883
AGRICULTURAL EDUCATION 5,514,610 1.468.382 1,552,048 1,986,721 2,755.921
OTHER - HOA 676,416 481,774 528,365 608,980 655,290
GROSS TOTAL-MOA 43,427,752 101,267,119 34,580,002 37,642,869 36,438,903

OTHER MINISTRIES

MoStH (Grain Storage) 0 0 0 45,734 73,105
M o E=gional Developaent (Irrigation) 0 0 0 2,408,900 2,425,000
M o Resch., 5ci.,& Technology (Research) 0 0 0 0 5,805,952

1y
GROSS TOTAL-Agricultral Sector 43,427,752 101,287,119 34,580,002 40,097,503  44,742,%60

GROSS TOTAL-NATIONAL BUDGET 876,215,520 1,090,470,039 1,258,343,679 1,606,463,873 1,435,005,323

Ag. Sector as % of Nat. Budget 4.96% 9.29% 2.75% . 2,500 2.99%
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AGRICULTURAL SECTOR DEVELOPMENT BUDGET,
i985/86 = 1988,/89
(Amounts in Kenya Pounds)

TABLE 5.6:

1985,/86 1986/07 197/08 1988,89 1269/90
CEMERAL ADMMISTRATION T e
I;I;;r-m.zg ------------- 1,023.700 704,480 1,225,120 1,809.100 209,350
QOther 5,085,100 421,660 218,000 417,000 151.828
Subtotal S Lmaa e vmem T
CROP DEVELOPHEI.JI -----------------------------------------------------------
(-?;;;-l;;;;;;}-\““ 2.303,184 1,763,251 6.115,024 0 0
Other 15.235.165 15,529,908 10,057,868 4,199,456 8,220,353
Subtotal DSBS s wamen amen
LAND & FARM DEVELOPMENT
;;;i-;-l-l;;;;-f-!;r.l;;;;;r-l; 2,685,077 3,299,120 6.214,666 4,200,600 6.559,445
Irrigation Developrent 8,572,010 7,368,230 6,651,700 4,451,704 6,381,700
Intergrated Agrl. Dav. Proj. 1,786,120 1,474,924 2,142,247 830.970 1,073.519
Ntnl. Extension prjct 2,186,239 1,836,360 1,221,950 3,035,400  2.906.372
Subtotal B B s e
AGRICULTURAL EDUCATION | 2,945,140 1,038,589 2,927,394 3,148,470 3,472,586
GRAIN STORAGE AND HANDLING 25,171,040 34,409,010  40,855.517 0 0
OTHER 3,421,175 13,017,200 5.060,850 9,179,700 4.087,82
GROSS T0TAL-H04 nas meise G maman e
OTHER NINISTRIES
!T;-;.&.P-i-;(;;;r-n Storage) 0 0 0 68,426,174 70,150,374
¥ o Regional Developaent 0 0 0 ‘ 2,744,000 4,623.900
M o Resch., 5i.,¢ Technology 0 0 0 0 15,616,861

GR"4 TOTAL-Agricultral Sector 70,413,949 80,861,942  82.690,346 102,443,574 124,231,817

GROSS TOTAL-NATIONAL BUDGET 409,798,033 537,478,208 623,807,185 702,448,940 922,079,201

cecrcatcen- ToSSemeseces sccecccccccar  ceccccccmene

Ag. Sector as § of Nat. Budgat 17.18% 15.04% 13.26% 14.58% 13.47%
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5.5 SUMMARY OF FINANCIAL ANALYSIS

Like all GOK projects and programs, KMDP should be introduced
into the GOK budgetary process through the Program Review and Forward
budget process.

The size of the proposed investment in
institutional strengthening activities is relatively small, and it is
not expected to pose a serious problem for inclusion within the
budget ceilings of the MOA.

US$ 1.5 million have been slready included in the 1989/90
Development Estimates for KMDP. Although the allocstion was included
in the budget for MoPND, it is expected that reallocation of these
resources to the appropriate institutions (DPD and FMD) will not be
problematic.

GOK accounting and financial control procedures are generally
adequate to ensure that KMDP resources are properly managed and
safeguarded.

There can be significant bottlenecks in the Government's
procurement process. Timely implementation of KMDP elements in this
first phase will demand expeditious procurement of commodities
earmarked for ARMES and MIS. It 1s, therefore, recommended that
USAID make direct procurement of the required items under GOK
Appropriations in-Aid (AIA) budgetary arrangements.

The recurrent expenditure requirements to sustain KMDP
institutional strengthening measures will not be substantial. These
will ©primarily be maintenance and repair of the equipment to be
procured under the Frogram, and costs of dissemination of market
information. However, FMD has in the past been constrained by lack
of recurrent resources to sustain the operation of a MIS. It 1is
therefore necessary to ensure that MOA will increase its budgetary
allocation to DPD and FMD to accommodate this programs recurrent
costs.
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Appendix 1

STATEMENT OF WORK

During the next several months, USAID/Kenya will be preparing a
Program Assistance Approval Document (PAAD) for the proposed Kenya
Marketing Development Program (KMDP). The principal objectives of the
program are:

Goal: To assist the Government of Kenya to achieve its goal
) of increased agricultural productivity through the
development of a more efficient market system.

Purpose: To develop a more efficient national market system through
improvements in the policy environment and physical

infrastructure.

The objectives are to be served by a program which supports the
evolutionary reform program develcped by the GOK with regard to market
policies: the development of rural market infrastucture: and the
strengthening of institutional capacity to guide policy and investment

decisions.

The policy and institutional strengthening initiatives regarding
agricultural marketing will require the coordinated effort of four
institutions: 1) the Office. of the President: 2) the Ministry of

Planning and National Development (including the roles and
contributions of DRSRS and CBS): 3) the Ministry of Agriculture: and
4) the Ministry of Supplies and Marketing. These initiatives 1include
both policy reform and the implementation of the proposed institutional
strengthening component (the Applied Research, Monitoring and
Evaluation and Market Information System). The development of
rehabilitation of ©rural market infrastucture will also reqQuire the
coordinated efforts of four institutions: 1) the Ministry of
Transportation (for planning): 2) the Ministry of Public works;

3) District Development Committees: and 4) Local Tender Boards. The

institutional and financiel analyses contained in the PAAD will focus
on these varioug institutions, analyzing their capability to implement

the program components.
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Scope of Wark

The study funded under this contract consists of development and
support activities required for the design of the proposed KMDP. The
purpose of the study is to conduct a series of institutional and
financial analyses necessary for the development of PAAD for the KMDP.
The work will focus on the institutional and financial capabilities of
those organizationals which will be involved in the program. The study
will result in two reports: a) one related to the institutional and
financial aspects of the proposed policy and institutional
strengthening initiatives, and b) a second focused on institutional
and financial concerns on rural infrastuctive initiatives. From these
reports the consultants will prepare draft institutional and financial
sections of the PAAD.

Six geographical areas have been chosen for KMDP interventions: 1)
Uasin Gishu, 2) Kakamega, 3)Kisii, 4) Nakuru, 5) Nyeri and 6) Kitui.
The relevant institutional and financial relationships of the four
institutions involved in roads and the four involved in marketing will
be studied at both the national level and at local levels in the six
geographical AREAS.

L4

The analyses, as noted, will include those institutions identified
above which will potentially be involved in implementing the initial

phase of the KMDP. The analyses will, however, be confined only to
those activities of the 1institutions with which the KMDP will be
concerned. That 1s, to the extent that a ministry or local institution

is charged with activities beyond those dealt with in the market
program, they will not be studied »n detail (though to the extent that
they bear upon KMDP activities they will require some analysis).
Llkewise, to the extent that certain activitiesare 1likely to . be
undertaken 1in some but not all-geographical areas under study, the
institutions in those areas where the interventions are likely to occur
will be analyzed, but not institutions in areas where such activities
are unlikely. For example, if ryral road construction is to be a
dominant activity in one area but not in another, the capability of the
Ministry of Public Works and local tender boards will be analyzed in
detail in the former but less rigorouslay in the latter. An
understanding of what institutions and which of their activities will
be important in which geographical areas will be obtained from the
findings of the Economic and Social Analyses (which will be undertaken
by Development Alternatives, Inc. prior to the present study). Through
this approach both the number of institutions to be analyzed and the
types of activities each undertakes will be narrowed and will make the
present analyses manageable within the timeframe required.
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After completing the above '"narrowing process'" to determine which
institutions e&nd activities in each area need analysis, the followng
issues will be addressed to determine the institutional and financial
capabilities to implement the KMDP. h

Organizational Characterigtics

a. Determine each organisation's mandate to carry out the
activities under consideration. The contractor will determine
if there are important unofficial organizational agendas that
vary from the stated mandate, and i1if these have implicetions
for implementing the proposed program.

b. Assess Wwho in reality carries out the functions or activities
under consideration, i.e., who the actual decision -maKkers are
(irrespective of their mandate).

C. Analyze each relevant organisation's structure to determine
its capability to carry out the activities under
consideration.

d. Analyze the personnel composition for each organization and

their capability to carry out the proposed activities.

e. Assess the non-personnel resources available to the relevant
organizations to carry out the proposed activities.

f. Identify potential constraints related to the relevant
institutions’' mandates, gstructures, personnel and non-
personnel resources which may affect program implementation,
and determine what problems need to be addressed in order for
the activities to be carried out.

Organizational Dvnamics

a. Determine within each organization what departments,
positions and individuals have the authority to and actually
make decisions relevant to the implementation of the proposed
activities: it will analyze the decision making process within
each organization.

b. Analyze the formal and informal processes of communication
between or among departments positions and indivisuals within
the respective organisations to determine the implications for
effective decision making and implementation of the proposed
program. This will include an assessment of what and how
information from what source is utilized for decision making
(including information flows).
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Inter-Qrganizational Dvnamicas

Determine that Ministries, Offices, department, positions and
individuals have the authority to and actually make decisions
relevant to the implementation of the proposed activities and

analyze how the decision process is carried-out. The
contractor will distinguish between policy and infra-structure
investment decisions. The contractor will also examine the

relationshp between decision makers in central Government and
the district level officers and the decision process between
these 1levels.

Analyze the formal and informal process of communication
between or among individuals between the respective
organizations to determine the implications for effective
decision making and implementation of the proposed program.
This will include an assessment of what and how information
from what sources is utilized for decision making (including
information flows).

In the context of communication flow, the decision making
process, and the implementation of decision made, the
contractor will identify potential constraints and determine
the degree of coordination needed among organizations for
effective implementation of the proposed program. The
contractor will also advise the Government and USAID as -+t 0
what organizational restructuring or new procedures may be
required to effectively implement the proposed program.

Financial Characteristics

Identify relevant budget Planning, allocating, and expeding
Procedures for each institution at each level identified in
the section above.

Describe the steps and timing of each pPhase in the financial
process, This will include a description of the
organization's budget categories and its allocation
processes.

Analyze the financial implications of the investments
contemplated by the program and their impact on both the
development and recurrent budgets.

Identify actual and potential problems related to (1) the
incorporation of the proposed USAID funding levels in relation
to GQK budget cellings; {(1i1) the ability of the institutions

- to allocate and expend the available resources, and (11ii) the

abllity to sustain program activities (recurent cost issues).
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Organizational Arrangements Lo Implement the KMDP

a, Assess the proposed organizational arrangements for
implementing the KMDP, e.g., the proposed coordinating body.
the steering committees, the relationships between and roles
of the relevant ministries, etc., and will make
recommendations related to appropriate/optimal organizational
arrangements. '

b. Recommend program interventions related to institutional and
organizational arrangements (i.e., institutional strengthening
initiatives) which need to be undertaken to make the program
"work. This incudes recommendations related to needed
information and information flows for effective decision
making to take place.

Institutions to be Siudied

Both the institutions to be studied and the aspects of those
institutions will |Dbe, to a large extent, influenced by the
"'narrowing process” described at the beginning of the precedig
gscope-of-work. As summarized earlier, the probable institutions to
be included are: .

a, Office of the President

b. Government Ministries

1) Ministry of Planning and National Development and the
roles of DRSRS and CBS in the Ministry:

2) Ministry of Agriculture and the roles of the Farm
Management Division and the Development Planning
Division within the Ministry;

3) Ministry of Public Works:

u4) Minisgstry of Supplies and Marketing and the role of NCPB;

5) Ministry of Transportation.
Local Authorities and Institutions in the Six Selected Market Areas:

1) District Development Committees in Uasin Gishu, Kakamega,
Kisii, Nakuru, Nyeri and Kitui Districts:
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2) District offices of the relevant central ministries in
these districts:

3) Tender Boards in the same six districts:

4) County Councils in the six districts:

Lavel of Effort and Timing

The contract period will be six Qork weeks. The work will commence
near the time that the Economic and Social Soundness Analysis for
the PAAD 1is completed (on or about June 30).

Reguirementa and Skills

USAID/Kenya will contract with a Kenyan consulting firm which will
be required to assemble a team of experienced consultants to carry
out the scope-of-work. The specialties to be provided will
include: three financial analysts experienced in the analyses of
the types of 1issues specificied in the scope-of-work related to
public bodies (e.g. ministries), parastatals, and private
institutions involved in the Kenya market system. Each of these
experts will have a masters degree (or equivalent professional
training) in the areas for which they will be responsible. One ,
expert will act as team leader, and will be responsible for -
finalizing the drafts of each of the studies.

‘
It 1is intended that these experts will be organized into three
teams, two to undertake the analysis in the six geographical areas

in which the KMDP will focus (one team for each of two areas), and
the third to carry out he analyses of the institutions located in

Nairobi.

The following specialists will be provided by the Contractor:
InstitutionalAnalyst/Team Leader - Central Headquarters:
Financial Analyst - Central Headquarters;

Financial Analyst -~ Uasin Gishu, Kakamega, Kisii;
Institutional Analyst - Uasin Gishu, Kakamega, Kisii:
Financiai Analyst - Nyeri, Kitui, Nakuru.

Institutional Analyst - Nyeri. Kitui. Nakuru
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EXECUTIVE SUMMARY

1. KMDP OBJECTIVES AND SCOPE

The obJjective of the Kenya Marketing Development Program
{ KMDF) is <to assist the Government of Kenya (GOK) achieve 1its
major goal of increased agricultural productivity. The Program
will support improvements in the systems for the
implementation of policy changes and a reduction in the 1real
costs of agricultural marketing  through investment in »rural
infrastructures. The program will also complement other GOK
programs for the reform of the agricultural sector, and

particularly the EEC sgsponsored Cereals Sector Reform Program
(CSRP).

KMDP is envisaged as a long-term (ten-years) program. There
will however be a phased implementation of the program. These
analyses concerns the first, three-year, phase of KMDP.

Economice and social soundness analyses of the program
indicated that phase one of the progranm should comprise the

following components-:

(o] strengthening the ingtitutions responsihle for
research and analysis of policy 1issues, and gathering,
processing end disseminating market information on

major food commodities;

(o] construction and rehabilitation of roads in the
8ix districts of Kisii, Kakamega, Uasin Gishu, Nakuru,
Nyeri and Kitui.

o program based support to GOK for the implementation of
policy reforms in grain marketing and in the
development and maintenance of rural roads. In this

component, USAID will grant GOK US $10 million provided
that GOK takes measures to implement the agreed policy
reforms. This grant will not be tied to any specific
project activities. Institutional strengthening
measures under the other two components will support
the realization of the third component.

Volume A 1report covered the institutional and financial
analyses for the institutional strengthening and policy reform
components of KMDP. This document, Volume B report,
separately presents the institutional and financial analyses for
the implementation of the roads development component asg
gtipulated in terms of reference.

2. MOPW'S PERFORMANCE IN THE IMPLEMENTATION OF ROADS PROGRAMS

'The Ministry of Public Works (MoPW) has the responsibility
of developing and maintaining the country's classified road
network. About half of MoPW's staff is engaged in the Roads



Department. This department accounts for about 65% and 90% of
the Ministry's recurrent and development budgets respectively.

The Roads Department has traditionally relied on private
construction firms for the construction and maintenance of
bitumen roads. For non-bilitumen roads, the MoPW has, over the
past 15 years, launched three major programs, namely:

a) the Graveling, Bridging and Culverting Program (GBCP),
b) the Rural Access Roads Program (RARP), and
c¢c) the Minor Roads Program (MRP).

The GBCP was somewhat simlilar to the proposed road
development component of KMDP. The program was launched 1in the
1970s to improve the conditions of more than 13,000 kms of the
roads that link the rural access roads to the more heavily
trafficked, primary and secondary roads. After a few years,
however, the program could not be sustained because GOK did not
have the funds for the maintenance, replacement and operation of
the equipment procured with substantial donor support in the

beginning of the program.

The GOK launched the RARP in 1975 with the primary goal of
constructing 14,000 kKms of rural access roads in 22 districts
over a period of eight years. RARP was designed to adopt labor-
based technologlies because of a concern that capital intensive
technologlies in the development of rural infrastructure were not
consistent with the then rising high rates of population growth
and unemployment in the country. Although the RARP never
achieved anywhere nhear the original target of 14,000 KkKms of
roads, 1t has been evaluated as one of the most successful donor-
financed programs in Kenya, and one of the best organized labor-
intensive road construction programsg anywhere.

RARP was an extensive and technically ambitious program.
consequently, 1n successfully implementing the RARP, the Ministry
significantly strengthened its organizational, technical and
operating capacity. Organizational structures and systems for
the 1improvement and maintenance of roads ugsing labcr-intensive
methods were established. Many Kenyan engineers and technicians
recelived training in labor-based road improvement and
maintenance. In many ways, therefore, the institutional impact
of the program was far more proanounced than that of any other
program implemented by the MoPW.

In the mid-19808, however, the RARP had to be phased out
because serious concerns emerged regarding the apparent
difficulties for the GOK to allocate adequate funds for the
maintenance of the roads constructed under the program. The
potential i1impact of the RARP projects was also considerably
reduced by poor condition of the primary and secondary roads that
connected the rural access roads to the major trading centers.
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The Minor Roads Program (MRP) evolved out of the RARP. MRP
was designed to vertically integrate the rural access roads into
the country's road transport network by improving some 5,000 Kkms
of class D and E roads between 1986 and 1991.

The RARP/MRP organizational and operational structures and
systems are impressive. However, 1t is not appropriate for the
KMDP roads development projects to be placed under the the
supervision of the current MRP establishment; for the following

reasons:

(o] the MRP operational, planning. administrative and
supervisory capabilities are stretched at district and
MoPW's headquarters levels;

(o] the proposed private road contracting mode of
implementation for the KMDP road projects 1s not
consistent with the MRP mode of operation:; and

o] the Road Maintenance Branch of the MoPW has some
capacity that can be used in the implementation of the
KMDP road component.

3. THE ROAD MAINTENANCE BRANCH OF THE MOPW

The Road Maintenance Branch of the MoPW 1is directly
responsible for the maintenance of all classified roads in the
country, with the exception of those ©roads that ha'e been
assimilated 1into the MRP. It is recommended that the Branch be
the primary implementing agency within MoPW for the KMDP »road

component.

The Road Maintenance Branch has, however, not been entirely
effective 1in the maintenance of the road network. The primary
reason for this failure has been the 1insufficiency of funds
allocated by GOK for its maintenance operations.

Maintenance of bitumen roads has been moderately successful.
The introduction of a "Road Toll Fund" and the use of private
road contractors have provided the Road Maintenance Branch with
full and sustainable capacity to ensure the maintenance of the
country's trunk roads. Therefore, the Branch remains
significantly weak only in the routine maintenance of graveling
and regraveling of non-bitumen roads.

The Branch has nonetheless a countrywide organization and
operating capacity which c¢can be mobilized to support the

implementation of the KMDP roads component. Also, the Branch has
had consgiderable experience over the years in the employment of
private road contractors. Furthermore, it has District Roads

Engineers (DREs) who are well placed to supervise the KMDP roads
activities at the digtrict level.

iii



4. MOPW WEAKNESS IN MONITORING AND EVALUATION

The MoPW has in the past performed poorly in data
collection, monitoring and economic evaluation of road projects.
For example, during the implementation of the RARP, it resisted
the efforts by some donors to conduct economic evaluation of
individual road projects. Furthermore, the MoPW need to collect
and analyze data for policy analysis and long-range planning of
rural roads disappeared with the phasing out of the RARP and its
monitoring and evaluation project. Generally, the Ministry does
not have transport economics skills to undertake economic
evaluation of roads projects.

The Development Planning and Coordination Division (DPCD) of
the MoPW has the responsibility but not the organizational and
technical capacity for collection and analysis of data required
for monitoring and evaluation of KMDP road projects. There 1is,
therefore, need to strengthen DPCD to develop the systems and
capability for monitoring and evaluation of road improvement
projects within the framework of the KMDP applied research,
monitoring and evaluation system (ARMES).

5. DISTRICT LEVEL INSTITUTIONAL CAPACITIES

The advent of the GOK District Focus Strategy for Rural
Development has rapidly broadened and strengthened the role of
the digtrict level institutions i1n the management of programs and
projects. It is within the institutional gset up of the district
focus strategy that KMDP roads will be developed.

GOK has elaborate district level institutional arrangements

suitable for implementation of the KMDP roads component. The
set-up at the district level provides for accounting and
financial control, the procurement and payment for services, and

accounting and reporting on expenditure on a monthly basis.

The MoOPW has a fairly strong organizational structure at the
district 1level. District Roads Engineers (DRE) who fall under
the Ministry's Road Maintenance Branch have the potential to play
an effective role in the supervision of the KMDP road improvement
activities which 1in the main will be executed by private road

contractors.

Open project tenders will be issued by the District Supplies
Officers for road project contracts in accordance with the
district procurement regulations.

KMDP will fund refresher courses for the DREs and the proad
maintenance inspectors on the supervigion of road contract works.
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6. OVERALL ORGANIZATIONAL ARRANGEMENTS

To ensure effective coordination within MoPW, it is
recommended that a Senior Roads Engineer in the Road Maintenance
Branch is appointed a full-time KMDP Road Project Coordinator.
Another experienced engineer should be appointed a Deputy Project
Coordinator. These two engineers and a transport economist at
DPCD will be the core staff within the MoPW directly responsible
for the day-to-day coordination of implementation activities.
The Project Coordinator will also provide 1liaison with other
offices in the MoPw.

The Headquarters will monitor the contract management
performance of every district with a view to intervening in the
case of those districts not seen to adhere to strictly
competitive bidding procedures. KMDP should also fund the
services of a firm of local consulting engineers to make regular
inspections of KMDP road projects.

To ensure the availability of appropriate level of skills
for economic appraisal of roads projects and the development of a
monitoring and evaluation system, DPCD will be provided with
technical assistance through KMDP to employ a transport
economist.

7. PROGRAM FUNDING AND FINANCIAL ARRANGEMENTS

The costs of rehabilitating and maintaeining roads will be
funded entirely by local currency funds to be generated from PL-
480 commodities. Under the PL-480 program, approximately $u40
million in 1local currency wWill be generated of which US $25§
million will fund the first KMDP phase of road development.

MoPW must specifically include the program within the list
of its priorities to ensure that adequate budgetary allocations
are made for its implementation. The trend over the past five
years has been that Treasury allocations to the Ministry have
been decreasing while the Ministry's requirements have been on
the rise. Therefore, MoPW will be constrained to absorb the KMDP

resources.

Once the conetruction and rehabilitation of the selected
roads is complete, the total annual cost of maintaining these
roads will be approximately US $3.6 million.

There is a large gap between the real need and budgetary
allocations for maintenance of non-major roads. It is, therefore,
recommended that GOK contributions toward maintenance of the KMDP
roads be phased-in gradually over a ten year period. It 1is
further recommended that KMDP counterpart funds be utilized 1in
part to finance maintenance on a graduelly declining basis.



Implementation of the KMDP roads projects will be carried
out within the framework of the existing GOK financial management
mechanisms. The analysis cf GOK's financial procedures at the
central and district 1levels indicates that the existing
administrative and accounting controls are adequate to ensure
proper accountabllity of the program's resources.

Most KMDP resources for road projects wlill be budgeted and
controlled at the district level. The District Roads Engineers
will control the Authority to incur Expenditures (AIE) for KMDP
funds. The program funds will be budgeted, managed end accounted
for separate from other MoPW funds held at the district level.

Procurement for the KMDP road projects will be through
District Tender Board regulations. The proposed KMDP ©roads
Project Coordinator will ensure that procurement will be on an
open tender basis. Also, as earlier indicated, a local firm of
consulting engineers will be engaged to make regular and
independent inspectiong of the road contracts.
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I. INTRODUCTION AND BACKGROUND

1.1 INTRODUCTION

The Government of Kenya (GOK) has recently embarked on a
broad program entalling significant policy and structural reforms

for the development of the agricultural sector. The GOK major
policy document, Sessional Paper No.l of 1986 on "Economic
Management for Renewed Growth" outlines significant changes in
Government policy objectives and stresses the importance of
agriculture in the near term economic development. The current,
National U[evelopment Plan (1989-1993) further reflects the GOK
commitment. to significant policy changes. The Government 1is

also 1nvolved in an IBRD/IMF supported Structural Adjustment
Program which has given impetus to important changes in the
systems, policies and institutional arrangements in Key sectors
of the economy, including agriculture.

Last year. the Government initiated the implementation of a

Cereals Sector Reform Program (CSRP). The five year CSKP entails
policy reforms and structural changes in the grain marketing
sector, including a reduction in the National Cereals and
Produce Board's ({NCPB) marketing role at present. NCFB has a
near monopoly status in the formal grain market. The CSRP
Lherefore aims to reduce Government intervention in the formal

grain market while at the same time improving NCPB's capacity to
agssume strategic reserve management and price stabilization
responsibillities.

[}

1.2 KMDP OBJECTIVES AND SCOPE

The objective of KMDP i1s to assist the GOK achieve its major
goal of increased agricultural productivity through the
development of more efficient and lower cost marketing systems
for agriculture commodities. The Program 1s designed to support
improvements in the systems and conditions for the
implementation of policy changes in the grain marketing sector.
It will contribute to a reduction in the real costs of
agricultural marketing through investment in rural
infrastructures. The program will also complement other GOK
initiatives to strengthen the institutions responsible for the
implementation of the CSRFP.

KMDP is envisaged as & long-term (ten-years) program to
improve the policy environment, the institutional capacities and
the infrastructures necessary for improving the efficiency of the
agricultural market. There will however be a phased
implementation of the program. These analyses concerns the
first, three-year, phase of KMDP.

Following the outcome of the economic and social soundness



analyses,
phase one

(o]

1.3

The
provided
covered

(a)

(b)

earlier commisgsioned by USAID, 1t was indicated that
of KMDP will comprise the following components-:

strengthening the inatitutions responsible for
research and analysis of policy issues, and gathering,
processing and disseminating market information on
commodities. In the context of this Program's goals,
USAID and GOK will agree on the key policy changes in
agricultural marketing and in the development and
maintenance of rural roads infrastructure which will be
supported under the program. For this reason, KMDP 18
concerned about the institutional capacities for the
assessment of policy reforms, and the development
of reliable data bases necessary to monitor and
evaluate these reforms; and

the construction and rehabilitation of roads in the
gix districts of Kisii, Kakamega, Uasin Gishu, Nakuru,
Nyeri and KXituili. At present, 1t 18 planned that this
program element will involve the c¢construction of
primary and secondary roads in the six districts. It
will also seek to support improvements in the capacity
of the [Ministry of Public Works (MOPW) in the
maintenance of the primary and secondary road
network: and

program based support to GOK for the implementation of
policy reforms in grain marketing and in '/ the
development and maintenance of rural roads. In this
component, USAID will grant GOK US $10 million provided
that GOK takes measures to implement the agreed policy
reforms. This grant will not be tied to any specific
project activities. Institutional strengthening
measures under the first component will support the
realization of this component.

SCOPE OF ANALYSES AND REPORT

statement of work for these analyses, (Appendix 1)
the 1initial indications of the institutions to Dbe
in the analyses, as the ‘following:

Office of the President;:

Government Ministries:

o) Ministry of Planning and National Development and
the roles of DRSRS and CBS in the Ministry;

(o] Ministry of Agriculture and the roles of the Farm
Management Division end the Development Planning
Division within the Ministry:

o Ministry of Public Works:



o Ministry of Supplies and Marketing and the role of
NCPB;

o Ministry of Transportation:

(c) Local Authorities and 1Institutions ih Six Selected
Market Areas:

(o) District Development Committee 1in Uasin Gishu,
Kakamega, Kisii, Nakuru, Nyeri and Kitui
Districts:

o District offices of the relevant central

ministries in these districts:
o Tender Boards in the same six districts;
o County Councils in the same six districts:

However, the terms of reference indicated that these
analyses should ultimately be confined only to those institutions
with which the KMDP will be concerned. Following the economic
and social soundness analyses, it was clarified that KMDP
implementation measures would focus on: (a) institutional
strengthening for monitoring and evaluation of policy reforms;
and (b) investment in <the development of market roads.
Therefore, although the institutional and financial analyses
study team carried out a review of all the probable
institutions identified in the previous paragraph, this report
focuses only at the institutions that will be involved in the
implementation of KMDP.

Volume A preport covered the institutional and financial
analyses for the implementation of the 1institutional
strengthening and policy reform components of KMDP, This
document (Volume B report), as stipulated in terms of reference,
gseparately presents the institutional and financial analyses for
the implementation of the roads development component.



II ANALYSIS OF THE EXISTING INSTITUTIONAL CAPACITIES

2.1 INTRODUCTION

The Ministry of Public Works (MoFPW) has the responsibility
of developing, maintaining and improving the country's classified
and unclassified road networks which measure 62,000 kms and
80.000 kms respectively. The functions of the Ministry include
all architectural, quantity surveying and engineering services
related to the development and maintenance of public buildings,
maintaining inventory of Government property and providing
mechanical services to Government departments. In addition, the
Ministry is charged with the responsibility for public sector
training of technicians in building. construction and mechanical

trades.

About half of MoPW's staff 1s engaged in the Roads
Department. This department accounts for about ©5% and 90% of
the Ministry's recurrent and development budgets respectively
{see chapter on Financial Analyses).

2.2 MOPW'S PAST PERFORMANCE

At the time of Kenya's independence in 1963, less than 2,000
Kms of the country's roads had bitumen surfaces while less than

10,000 Kms had gravel surfaces. The situation has improved
considerably since then and, currently, about 8,000 kms or 10% of
the existing roads have bitumen surfaces. Gravel surfaced roads

have been increased to about 25,000 kms or approximately 30% of
the total network.

For the construction and maintenance of bitumen roads, the
Roads Department has traditionally relied on private construction
firms. Consequently, the Ministry's efforts to strengthen its

capabilities for the execution of maJdor bitumen works have
emphasized the development of its technical capacity to supervise
the operations of the private contractors. *

For non-bitumen roads, the MoPW has relied less on private
contractors. Over the past 15 years, the Ministry has launched
three major programs for the development of non-bitumen roads,

namely:

a) the Graveling, Bridging and Culverting Program (GBCP),

b) the Rural Access Roads Program (RARP), and

¢) the Minor Roads Program (MRP).

The' experience gained in implementing these three pPrograms
18 relevant to the current assessment of institutional capacity

of MoPW to successfully implement the proposed KMDP roads
component.



The Graveling Bridging and Culverting Program (GBCP)

The objective of the Graveling, Bridging and Culverting
Program (GBCP), wnhich was inaugurated in 1976, was to improve the
heavily trafficked primary and secondary roads throughout the
country. The program defined a "heavily tratrficked' road as one
having over 70 v=2hicles per day.

The GBCP was somewhat similar to the proposed road
development collponent of KMDP. The program set out to improve
the conditions of at least 13,000 kms of the roads that link the
rural access roads <o the more heavily trafficked roads.

Although GBCP 1s 8till an on-going program of the MoOPW, it

is a much weaker program today than in 1its initial years. At the
beginning of the program, a number of donors, including IBRD,
KFW, CIDA and USAID provided the necessary support for procuring
and maintaining the equipment for the program. In the process,
the Ministry's staff were trained on how to handle and maintain
this equipmenct. Over the years, however, the program could not
be sustalned becaiuse GOK did not have the funds for the
maintenance, replacement and operation of the equipment. Most of

the original donors also cut back their support to the program.
Compared to the Rural Access Roads Program, implementation of the
GBCP by the MoPW has not been a success case.

The Rural Access loads Program

The Rural Access Roads Program (RARP) grew out of a common
concern shared by the Government and several major donors in the
early 1970's over the general direction of the country's
development policy. In brief, the RARP was conceptualized in the
context of gupporting a strategy for Kenya's second decade of
development. The strategy required that the country should seek
greater efficliency in resource utilization through a planned
shift in the structure of growth, placing greater emphasis on the
development of the agricultural sector.

In conceptualizing the new_ agricultural sector strategy, it
wag realized that most rural roads in Kenya had until then
received little or no maintenance since independence. Many of the
less developed roads had virtually disappeared. It was against
that background that RARP was designed to:

(a) gtimulate increased cash crop and livestock production
and to bring more persons into market economy through
provision of all-weather access to markets;

(b) provide rural employment through use of labor-intensive
construction and maintenance methods:

(c) improve access to social facilitate and services:; and
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(d) increase 1local participation in development planning
through selaction at district level of roads for

improvement.

When the GUK launched the RKARP in 1975, the primary goal was
to construct 14,000 Km of rural access roads in 22 districts over
a period of eight years. It was decided that RARP would adopt
labor-based technologies Dbecause of a concern that capital
intensive technologies 1n the development of rural infrastructure
were not consistent with the then rising high rates of population
growth and unemployment fn the country.

Over the years, RARP attracted funding from a large number
of <donors, including USAID, SIDA, Swiss, British ODA, NORAD,
Netnherlands, KFW, ILO, IBRD, EEC and CIDA. At present however,
only CIDA is still funding the RARP because in the mid-1980s, as
exXxplained 1in the sec¢tion on MRP below, GOK and most of the donors
decided to stop further development of the rural eccess roads and
switched to funding the new MRP. At the time this latter
decision was taken, the program had constructed some 8000 Kkms of
rcads 1in 26 districts of high agricultural potential.

Although the RARP never achieved anywhere near the original
target of 14,000 Kms of roads, it has been evaluated as one of
the most successful donor-financed programs in Xenya, and one of
the beet organized labtor-intensive road construction programs

anywhere. Reasons quoted for the program's succezs include that:
o the organizetional structure planned for the ministry's
h2adquarters, district and construction units proved

7O be effective and was successfully implemented in
virtually all the target districts: and

(o) construction units developed roads in full compliance
with the required standards even though there was a low
gupply of skilled technical staff to provide continuous
guidance 1in important aspects of the construction

process. *

Implementing the RARP was & real challenge to the GOK and
the donors. Major difficulties had to be overcome at every stage
in <+vhe implementation process. For example, at the time of
launching the RARP, nocine of the existing operational units of the
MoPW hacd the experience in the use of labor-based technologies in
road constructcion. As a matter of fact, few countries anywhere
in the world, and none in Africa, had adopted labor intensive
methocds in the construction of roads.

MoPW had to overcome not only its own technical shortcomings
in c¢arrying out the ambitious RAFRP, but also a sgignificent
degree of skepticism and resistance to labor based technclogies
among the prcfession.l and technical staff. Launching the RARP
also presented an oTranizational challenge because the program
was to be implemented in a large number of districts, It was the
most extensive program ever implemented by ithe MoPW.



To overcome these difficulties, the MoPW with donor
support developed an elaborate independent organizational and
operational structure for the RARP at the ministry's headquarters
Aand at the regional, district and consiructicns site levels. A
training unit, now the Kisii Training School, was also launched
to train Kenyan technicians in labor-intensive road construction.
In addition., T"he donors provided much technical assistance to the
program by seconding expatriate engineers to support the program
implementation at the headquarters, provincial and district
levels, and to provide hands-on training for Kenyans in labor-
based road improvement technologies.

In addition to the above challenges., MoPW had to overcome

political influences in the project selection process while at
the same time providing an opportunity for district level
participation in prodect identification. It was neceegsary for

the MoPW to specify the criteria and systems for seleczion and
evaluceticn of the project roads.

The Ministry was also faced with intermittent disruptions in
the program arising from insufficient GOX budgetary allocations
to the program. This resulted 1in cash shortages for district
level disbursemenivs to suppliers to the program. To get arnaund
this problem, many dohnors insisted mn dJdirect payment (A-1-A)
arrangements for channeling their funds into the program. In due
course, experience in the RARP persuaded the GOK to improve its
district funding arrangements for program implementation. These
funding arrangements are discussed in chapter 1V below.

Finally, MoPW had to implement the program amnidst various
demands from different donors for accounting and reporting on
program expenditur:s. MoPW's accounting &and reporting systems
for program funds had to improve at least in order to satisfy the
regular needs of the various donors.

In overcoming all of these challenges, :mplementing the RARP
significantly strengthened the organizational, technical and
operating capacity of MoPW. As a result of implementing the
prcgram, an organizational structure and systems for the

improvement and maintenance of rural rosads using labor-intensive
methods are firuly in place. The level ¢f expatriate technical
-aggigtance needed in implementation of the program wasg
considerably reduced through the years as many Kenysa engilneers
received training and gained experience in labor-based road

construction.

The MoPW, through this program, ained much experience in
collaborating and coordinating with other GOK departments and

donors. The ministry also developed systems and procedures that
can provide internal tracking and external accountability for
funds. - The 1institutional impact of the program was far more

pronounced Tthan that of &ny other program implemented by the
MOPW.



In +the mid 19808, however, the RARP had to be phased out

because serious concerns emerged regarding the apparent
difficulties for the GOK to allocate adequate funds for the
maintenance of the roads constructed under the program. Several

donorses decided to terminate thelr support as they recognized that
roads in which they had invested thelr funds were rapidly

deteriorating due to lack of maintenance.

4 second factor which influenced the termination of the RARP
was ‘the absence of a correspondingly extensive GOK program for
the improvement and malntenance of the primary and secondary
roads network. There was poor access between the rural access
roads and the country's primary and trunk roads network which
lead to the ultimate niarkets of much of the economically traded
agricultural commodities. This gap 1in the road network
significantly reduced the potential impact of the investment

in the rural access roads.

The Minor Roads Program

The Minor Roads Program (MRP) evolved out of the RARP. The
primary objective of this program was to improve access between
the roads developed unhder the RARP with the country's major road
network. Several donors expressed a wish to support GOK in
funding the MRP only oa the condition that the MRP would continue
the process of institutionalizing labor-based technologies in the
improvement and maintenance of low traffic roads. The MRP was,
therefore, designed to vertically integrate the rural access
roads into the country's road transport network by improving some
5,000 kms of low trafficked class D and E roads between 1986 and

1991.

The team which carried out the Economic and Social Soundness
Analyses for KMDP was zenerally impressed with the operations of

the MRP. In outlining the organization and administration
arrangements for implementing the KMDP road development
activities, the team recommended that at the district level the

program should be supervised by the MRP's District Improvement
and Maintenance Engineer (DIME).

A closer analysis of the organizational structures and the
overall operating capacity of _the MoPW at the central and
district level, however, ghows that it 18 not appropriate for the
KMDP roads development prcjects to be placed under the the
supervision of the current MRP establishment; for the following

reasons:

o the MRP operational, planning, administrative and
supervisory capabllities are stretched et both district
and MoPW's headquarters (Special ProJjects Branch)

level; and

(o] the proposed private road contracting mode of
implementation for the KMDP road projects is not
consistent with <the direct ministry implementation



approach of the MRP. Except for haulage of gravel, MRF
has had no other experience in contracting out road
construction operations.

Both the KRARP and the MRP had been designed to operate
within MoPW as semi-autonomous units. Consequently, maintenance
activities under the two programs were developed to exist
parallel to the mainstream Road Maintenance Branch operations.
This design feature gave rise to a8 degree of institutional
fragmentation in MOPW's road maintenance operations.

As an alternative to the MRP structures, the Road
Maintenance Branch has significant organizational sgtrengths to
offer to a new program for the improvement and maintenance of
primary and secondary roads. The following section analyzes the
capacity of the Branch to implement the KMDP roads component.

2.3 THE ROAD MAINTENANCE BRANCH OF THE MOPW

The Road Maintenance Branch of the MoPW 1is directly
responsible for the maintenance of all classified roads 1n the
country with the exception of those roads that have been
assimilated into the MRP. The total length of roads under the
care of the Road Maintenance Branch is about 62,000 Kkms (see

Table 2.1)

TABLE 2.1: ROAD LENGTH OF ALL CLASSIFIED ROADS BY SURFACE LENGTH

CLASS OF ROAD LENGTH (Kms)
ROADS SURFACE TYPE TOTAL
Bitumen Gravel Earth

International Trunk

Roads (Class A) 2607.9 644.3 326.7 3.578.9
National Truck

Roads (Class B) 1171.2 928.3 641.0 2,740.5
Primary Roads (Class C) 2242.9 3255.0 2279.7 7:7777.6
Secondary Roads(Class D) 986.6 61334.6 3892.9 10,996.1
Minor Roads (Class E) 696.2 14304,0 21594.4 33,6594,6
TOTAL ALL CLASSES 7686.8 25,266.2 28734.7 61,687.7

Source: MoPW

An organizational chart illustrating the extensive structure
of the Branch 1s contained in Figure 2.1. The core staffing of
the Road Maintenance comprises:

(o] the Clhlef Superintending FEngineer who is the Head of the

Brarch;

AL



FIGURE 2.1
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() Senior Superintending Engineers, one each 1n charge of-:
- Ihspection and Management Systems Division:
~ Regraveling Division; and
~ Reszaling and Road Marking Division;

(o] Provincial Roads Engineers, each in charge of the
country's seven provinces, excluding Nairobi:

(o) District Roads Ufficers/Engineers for each of the
country's 41 districts: and

(o) Officers-In-Charge of maintenance camps which number
about 275. These camps are scattered all over the
country.

At each of the 275 Maintenance camps, there 1is an
establishment of full-time employees under an officer-in-charge,
including a plant operator, a driver, and some foremen, who are
responsible for routine maintenance of roads within each camp's
Zone. The District Roads Engineer is charged with direct
responsibilities for routine road maintenance at the district
level which 1includes procurement of supplies for use by the

camps.

While the organizational arrangements of the Roads
Maintenance Branch appear to be adequate for carrying out routine
maintenance, the Branch has not been operationally effective

Primarily because of insufficiency of funds for procurement of
maintenance materials, equipment, and other operating supplies.
The Government's annual budget allocation for maintenance of
class D and E roads, other than those under the MRP improvement
and maintenance program, is Kshs. 1,200 and Kshs 300 per
kilometer respectively. Clearly this is very low compared to the
estimated annual maintenance cost of Kshs 5,000 per km of earth
roads as estimated in the KMDP Economic and Social Soundness

Analyses report. ,

The Economic Analyses report further indicates <that the
annual malntenance cost for gravel roads is Kshs 38,720 per km.
Considering that some of the class D and E roads, such as those
previously improved under the GBCP, have a gravel surface, then
it is obvious that the funds allocated for the operations of the
Rcad Maintenance Branch are grossly inadequate. Chapter IV of
thilis report discusses this problem in greater detail and provides

an option for KMDP.

Supervision of field stafe, especlally at the camp level hag
been very lax. This weakness, along with the funding constraints
discussed above, have 1led to idle capacity of staff and,
sometimes, equipment at the maintenance camps.

11



The problems of idle organizational capacity of the Road
Maintenance Branch at the field level is further exercabated by

the following conditions-:

(a) Centralized Planning and procurement of private road
contractors for the resealing and Regraveling operations:
although most of the funds budgeted for the Branch are currently
earmarked for resealing of trunk roads and Regraveling of class C
roads. the provincial and district roads engineers are generally
not involved in the planning and management of these resealing

and Regraveling operations: and

(b) Traditionally, the organization of the maintenance
operations, contrasted for example with those of the MRP, are
equipment-intensive. This equlipment is expensive to operate,

maintain and replace. Most districts have easy access to the
equipment but not the funds required to operate and maintain it.
Unfortunately, the field staff have been trained and oriented to
maintain roads generally when the equipment is available.
Therefore when the equipment is not available, most maintenance

activities are at a standstill.

It is noteworthy that due to insufficiency of funds, the
Branch 1s able to accomplish only about 12 ¥ of the regraveling
output <that it is capable of achieving. The target regraveling
output of the Branch is 5000 kms per year but currently only

about 600 Kms are regravelled.

Maintenance of bitumen roads, on the other hand, has been
moderately successful. Efforts by the Road Maintenance Branch in
resealing the country's major roads has been alded in recent
years by increased donor support as well as the introduction of a
"Road Toll Fund" for the trunk roads which commenced in 1984.
Initially, donor (mainly 1IBRD) gsupport toward major road
resealing program that began about 1983 was provided on condition
that GOK would erect road toll stations on bitumized class A and
B roads. The introduction of the tolls on these roads is on-

going.

The '"Road Toll Fund' is currently generating sufficient
funds for the ministry's annual resealing targets. Nevertheless,
a backlog of 2,500 kms which accumulated in the earlier years as
a result of budgetary constraints still exists.

The 1introduction of the '"Road Toll Fund" and the use of

private road contractors have, therefore, provided the Road
Maintenance Branch with full and sustainable capacity to ensure
the maintenance of the country's trunk roads. Therefore, the

Branch remains operationally weak only in the routine maintenance
of graveling and regraveling of non-bitumen roads.

12
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conclusion

There is considerable merit in choosing the Road Maintenance
Branch of the MoPW to be the principal implementing agency for
the KMDP roads development component. First, the primary (clase
C) and secondary (class D) roads targeted for improvement and
maintenance under KMDP are currently within the mandate of the
Road Maintenance Branch.

Second, the strictly labor-based orientation of the MRP
reduces its scope 1in that technalogically it can only be
appropriate for certain types of class D and E roads. In the six
districts of Kisii, Kakamega, Uasin Gishu, Kitui, Nyeri and
Nakuru where the first Phase of the KMDP roads program will be
implemented, the total length of the secondary (class D) and
minor (class E) roads is 908 kms, 656 kms, 539 Kms, 1925 Kkms,
1154 Kms and 1058 kms respectively. Therefore, the MRP, whose
road improvement output is about 30 Kkms per year per district is

too inadequate an intervention for the improvement of the
secondary and minor roads to Justirfy its exclusive operation
within the six districts,. There is a need for an intervention to

complement the MRP in the improvement of class D and E roads, and
thlis 1s a functional mandate for the Road Maintenance Branch.

The Branch has a countrywide organization and some idle
operating capacity which can be mobilized to support the
implementation of the KMDP roads component. The Branch has had
considerable experience over the years in the employment of
private road contractors. Furthermore, its District Roads
Engineers (DREs) are better placed than the MRP's District
Improvement and Maintenance Engineers (DIMEsg) to 8upervise the
KMDP roads activities at the district level. This latter aspect
is elaborated in the Section on District Level institutional
arrangements outlined in a S8eparate section below.

Using the Road Maintenance Branch as the implementing agency
for the KMDP intervention will avoid further fragmentation of the
Mo PW maintenance operations. Already,. some institutional
fragmentation in thisg regard has resulted from the development of
the parallel structure and operations of <the GBCP and the
RARP/MRP.

A primary goal in launching the MRP was the introduction
and eventual institutionalization of the wuse of labor-based
technologies in the maintenance of secondary and minor roads.
The achievement of the goal of institutionalization of labor-
based maintenance now appears to be remote unless the Road
Maintenance Branch benefits from an intervention such as the
proposed KMDP roads component.

13
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2.3.1 Development Planning and Coordination Department

The KMDP Economic and Social Soundness Analyses team
recommended that the Development Planning and Coordination
Department (Planning Unit) of the MoPW will perform the following

functions:

(a) guiding the disgtricts in phe selection of roads for
improvement; and

(b) collection and analyses of transport sector data under
KMDP's applied research monitoring and evaluation
system (ARMES). ARMES is described in Volume A reporct.

Figure 2.2 shows the overall organizational structure of the
Department which is headed by the Chief Engineer (Planning). The
operating units of the department comprise a Road Safety Unit, a
(Projects) Implementation and Monitoring Unit, a (Projects)
Advance Planning and Programming Unict and a Policy Review,
Economics and Statistiecs Unit. With the exception of the latter
unit, all the units are headed and staffed with civil engineers.

FIGURE 2.2: OVERALL ORGANIZATION STRUCTURE OF DPCD

PERMANENT
SECRETARY, MOPW

HEAD OF DEPARTMENT
CHIEF ENGINEER (PLANNING)

POLICY REVIEW RoAD ADVANCE PLANNING IMPLEMENTATION
ECONOMICS & SAFETY & PROGRAMMING AND MONITORING
STATISTICS UNIT UNIT UNIT

UNIT

The Policy Review, Economics and Statistics Unit of the MoPW
1s staffed by about three development economists who have been
seconded to the MoPW by the Sectoral Planning Division (SPD) in
the MoPND (see Volume A Report on the institutional analysis of
the SPD). This unit is busy collecting information for use in
national road transport planning and road Projects feasibility
s8tudies. It 1is however not yet geared to the assessment of
policies and impact of investment in roads.
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The Policies Review, Economics and Statistics Unit would be
the appropriate organization unit to make responsible for
ensuring an economic criteria in the selection of road projects
and collection of data for monitoring and evaluation as required
in KMDP. However, since the implementation of the RARP, no other
program has required the bivision to undertake economice
monitoring and evaluation of rural road projects.

The MoPW has in the past performed poorly in data
collection, monitoring and economlic evaluation of road projects.
For example, during the implementation of the RARP, GOK with,
tacit support of some donors, resisted the efforts by some
donors, particularly USAID and IBRD, to conduct economic
evaluation of each individual road project proposed for the
program. One of the important factors in this was the GOK wish
to accommodate some soclial and political considerations in the
selection of road projects. It 1s also signifilcant that the
Ministry did not have transport economics skills to undertake
economic evaluation of the roads.

In the comprehensive monitoring and evaluation system
designed for the RARP, MOPW reporting systems could not provide
disaggregated data on costs ror specific roads. However, the
Road Maintenance Branch of the MoPW has in recent years developed
an apparently elegant system for costing, budgeting and
monitoring expenditure on road maintenance.

Also, in the RARP monitoring and evaluation systems, the
MoPW relied on the MOA to obtain data at the district level and
CBS to carry out or manage specific surveys. Therefore, the only
MoPW's data collection activity was traffic counts, The MoPW has
since not needed to develop any stronger capability for data

collection.
Conclusions

The MoPW need to ¢ollect and analyze data for policy
analysis and long-range planning of rural roads disappeared with
the phasing out of the RARP and its monitoring and evaluation

project.

The DPCD (Planning Unit) of the MoPW does not have the
organizational and technical capacity for collection and analysis
of primary and secondary transport sector data required for
monitoring and evaluation of KMDP road projects. The development
economists at DPCD have been relying on secondary data in thelr
transport planning activities. The department also does not have
a field level eaestablishment for data collection. There 1is,
therefore, need to strengthen DPCD to develop the systems and
capability for collection and analysis of transport sector data.

15



2. 4. DISTRICT LEVEL INSTITUTIONAL ARRANGEMENTS

2.4.1 Introduction - The GOK District Strategy Focus for
Rural Development

The GOK formally launched a District Focus Strategy for
Rural Development in 1983. However, the Government had already
since the mid-1970s decided in favor of decentralization of some
project planning and implementation functions to a District
Development Committee (DDC) in every district. Thus, for
example, when the 1implementation of the RARP commenced, around
1975, it provided for the participation of the DDCs in the
identification of the roads selected for improvement.

The district focus strategy allows full participation of the

local communities in identifying their development needs, and
encourages -community and government officers at local levels to
communicate freely. The strategy also 1integrates projects
planning and implementation activity of various departments
within the district. Through this strategy., each DDC is given
responsibility to menage and coordinate district specific
projects.

The advent of the district focus strategy has rapidly
broadened and strengthened the role of the district level
institutions in the management of GOK programs and projects. It
is within the institutional set up of the district focus strategy
that KMDP roads will be developed.

The accounting and financial systems and procedures under
the district focus strategy are described in the section on
Financial Analysis (Chapter 1IV). This section analyzes the Key

district level institutions that will be involved in the
implementation of KMDP.

2.4.2 The District Development Committee

The DDC is the main institution responsible for coordinating
and endorsing development projects within the district. The
DDC's role is to establish local development priorities, monitor
the technical work of its Executive Committee and other sub-
committees, and monitor the progress of all rural development
activities. The DDC functions are: -

(a) to review progress of development activities and to
ensure that current projects are implemented and

effectively operated and maintained;

{(b) to consider new project proposals submitted by the
subordinate Divisional Development Committee;

(c) to establisgh future project priorities for the District
Development Plan:

16



(d) to endorse the districts annual project proposals to
ministries' headquarters; and

(e) to review and endorse project proposals of local
authorities, parastatals, regional development authorities
and NGOs.

The membership of the DDC includes the following:

o District Commisgioner (Chairman);
District Development Officer (Secretary);

o)

o Departmental Heads of the Ministries represente«
in the district:

© Members of Parliament;

o District KANU (ruling party) Chairman;

o Local Authorities Chairmen

o Clerks of Local Authorities:

© Chairmen of Divisional Development Committees;

0 Representatives of Development related
parastatals: and

(o] Invited representatives of NGOs and self-help
groups.

The DDC meets at least four times 1in a year. All the
departmental heads are required to attend the DDC meetings. Some
of the advantages associated with the role and functions of DDCs
include:

(a) it provides a forum for several district departmental

DDCs

heads to communicate with each other regarding progress
and problems which affect thelir operations;

(b) influential participants, ps&articularly politicians, can
take issues further up the hierarchy of GOK
administrative systems without following the usual

bureaucratic channels;

(¢) since project progress reports are provided to the
representatives of beneficiaries in the DDC, project
implementors are under some direct pressure to finish

the projects on time; and

(a) the DDC 18 a coordinating institution where different
departments and disciplines meet. Duplication of
projects is minimized.

Significant disadvantages can also arise in the role of the
in program implementation, including: -

(8) the DDC offers the more influential leaders the forum
to compete unfairly for resources. There 1is8 also the
potential for conflict of interest whlich 18 not easglly

contained; and
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(b) projects may be delayed when members demand to
scrutinize technical documents rather than receive
reports and explanations. For example, the start of a
Kshs. 200 million donor project in one of the KMDP
districts was deferred twice by the faillure of DDC
members to graap the technlical aspects of the project.

The District Executive Committee

The District Executive Committee (DEC) is the technical arm
of the DDC. It is made up of all the GOK departmental heads
within the district and 1s chalired by the DC or his deputy.
District Officer 1I. The DEC facilitates inter-ministerial
coordination of development activities within a forum that is
narrower and more technically oriented than the DDC.

Specific functions of the DEC are: -

e} to make operational decisions within the
guidelines of the DDC;

o to co-ordinate and monitor implementations of all
projects and activities in the district:

o) to prepare draft district development plans: and

o to prepare briefing notes on all proposals and
reports to be submitted to the DDC.

2.4.3 The District Tender Board (DTB)

The District Tender Board (DTB) is responsible for
procurement of goods and services in the district. It
adjudicates tenders for goods and services with eXxXpenditures
between Kshs. 10,000 and Kshs 10 million. For amounts in excess
of Kshs 10 million, the DTB 1s obliged to make recommendations
for final decision making by the ministry vesponsible for project
implementation. The GOK procurement yrocvedures and regulations
within which the DTBs operate are described in Chapter IV below.

The District Supplies Officer 18 the Secretary to the DTB
and 1s charged with the responsibility of advertising tenders and
preparing documents ready for presentation to the DTB.

The head of the ministerial department responsible for the

implementation of a specific project usually undertakes the
technical and financial evaluation of tenders. On large
contracts, however, a sub-committee of the DTB 1is usually

charged with the responsibility of evaluating the tenders and
pregenting its recommendations. The DSO is8 nevertheless finally
regsponsible for 1inspecting and ensuring that supplies are
delivered by contractors awarded the tenders.

18



2.4.4 District Treasury

The District Treasury is responsible for financial control
and accounting for expenditure by the GOK district level
institutions. According to this arrangement no GOK officer can
issue a valid local purchase order for goods or services at the
district level without an endorsement by the District Treasury
staff. The District Treasury confirms the provision of the funds
in the GOK budget, and that the budgeted amounts have not been
exhausted. An  extended description of the District Treasury
arrangements i1s provided in Chapter IV (Financial Analysis).

2.4.5 Tha MoPW's Establishment at the District Level
The MoPW's district establishment is headed by a District

Publiec Works Officer (DPWO) who will usually be professionally
qualified and experienced as either a civil engineer, or an

electrical engineer or an architect or a quantity surveyor. At
present, about 50% of all the DPWUsS in the country are roads
engineers.

In moet districts, a DPWO is supported by a team comprising
roads and structural engineers, an architect and a4 quantity

surveyor. All districts have a District Roads Engineer (see
Figure 2.1 above) who i=s either a university graduate or an
experienced diploma 1level technician. The District Roads

Engineer (DRE) 1s responsible for the maintenance of all district
classified roads except those covered by the MRP.

In the districts where MRP or RARP is under implementation,
there 1s a District Improvement and Maintenance Engineer (DIME)
who 18 exclusively responsible for improvement and maintenance of
the ©roads covered by the two speclisal programs. The MoPW
currently provides a separate budget allocation and authority to
incur expenditures (AIE) for use by the DIMEs.

The current organizational set-up of the MoPW for the
functions relating to roads improvement in the districts is
schematically illustrated in Figure 2.3 below. :
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FIGURE 2.3: MOPW's DISTRICT ORGANIZATIONAL SET UP FOR ROADS
IMPROVEMENT AND MAINTENANCE

DISTRICT PUBLIC WORKS OFFICER

(DPWO)
DISTRICT DISTRICT IMPROVEMENT AND
ROADS MAINTENANCE ENGINEER
ENGINEER (DRE) (DIME)*
’ ,

ROAD INSPECTORS ROAD INSPECTORS
ROAD MAINTENANCE (MRP/RARP
INSPECTORS (DIVISIONAL CONSTRUCTION MAINTENANCE
LEVEL) UNITS ) SECTIONS)
OFFICERS IN CHARGE CONSTRUCTION MAINTENANCE
OF ROAD MAINTENANCE OVERSEERS OVERSEERS
CAMPS

® Note: DIMEs are posted only in those districts with RARP/MRP
projects.

while +the DRE and the DIME report on a day-to-day basis to
the DPWO, they functionally report to separate heads of branches
at the MoPW head office; the DRE to the Chief Superintending
Engineer/Head of the Road Maintenance Branch, and the DIME to the
Chief Superintending Engineer/Head of Special Projects Branch
through the RARP/MRP Programs Coordinator.

So far, there is no trace of conflict between the DREs and
the DIMEg 1in the performance of their functions. Each has
separate establishments and resources to use. There is, however,
a degree cf collaboration often fostered by the DPWO who 1is
interested in the improvement and maintenance of all roads within

the district.



A significant contradictory feature in the current MoPW's
operational set-up for roads at the district level is that the
DIMEs have at their disposal disproportionately more financial
resources for maintenance than the DREs although the latter have
a larger network to look after. In the circumstances the DIMEs
are much more operationally involved, and somewhat stretched,
compared to the DREs. It 1s therefore partly for this reason
that 1t is recommended that the DREs should be responsible for
the implementation of the KMDP roads projects.

Conclusions

GOK has elaborate district level institutional arrangements
Ssuitable for implementation of the KMDP roads component. These
institutions have been rapidly strengthened under the District
Focus'Strategy for Rural Development.

The institutional set-up at the district level provides for
accounting and filnarncial control, the procurement and payment for
services, and accounting and reporting on expenditure on a
monthly basis. It is therefore within <this ingtitutional
frameviork that KMDP will be implemented.

The MoPW has a fairly strcng organizational set-up at the
district 1level. The Roads Maintenance Branch under a District
Roads Engineer (DRE) has the potential to pPlay an effective role
in the supervision of the KMDP road improvement activities.

2.5 PRIVATE ROAD CONTRACTORS CAPACITY

The terms of reference for these analyses (Appendix 1) did
not require the analyses of the institutional capacity of private
road contractors. However, it was strongly recommended by the

KMDP Economic and Social Soundness Analyses team that the roads
will be developed through the employment of private road
contractors. In the circumstances, the following cursory
observations on the capacities of private road contractors are

pertinent.

First, the MoPW hasg a long tradition in the employment of
private contractors for virtually all its major road projects. It
has employed large, mainly international, contracting firms in
major bitumen works. In periodic maintenance (resealing) of the
trunk roads, the MoPW has been contracting out to what it regards
a8 medium sized contractors. For regraveling works, usually 1in
the primary (Class C) and secondary (Class D) roads, there has
been extensive involvement of small domestic contractors for a

number of years.
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Second, a few years back, the MoPW and IBRD launched a
project to strengthen domestic contractors, which are the small
firms wusually owned by Kenyan nationals. The concern then was
that these contractors generally lacked the technical skills in
both competitive bidding for roads ceontracts as well as in the
management and control of contract execution. The project
therefore provided virtually free training and on-site guidance
to volunteering Kenyan contractors in the missing technical
skills. This project is however considered by the MoPW officials
not have been successfully implemented. Therefore, indegenously
owned firms are still regarded by MoPW officials to be weak in

road contracting.

Third, under the District Focus Strategy for Rural
Development, tender adjudication procedures provide for a
discriminating criteria in favour of local contractors who would
be the kind of small contractors that the MoPW/IBRD project
apparently failled to adequately strengthen. In this context, DDCs
will need guidance in adjudicating competitive bids for KMDP road

contracts.

Fourth, 1n the evaluation of labor-based technologies in the
RARP 1t was shown that, in many cases, the direct application of
these technologies by the program units was more cost-effective
than the hire of private road contractors. High overheads are
assoclated with the cost of equipment and the relocation of the
large contractors from outside the regions of their regular

operation. Therefore there would probably be merit in conducting
a study to determine in what road projects labor~-based
technologiles are more cost-effective than employment of

equipment~oriented private contractors.

Finally, the use of pfivate road contractors sppears to be
more readily feasible in the improvement and periodic maintenance
of roads, but may not be easily applicable in regular
maintenance. Therefore, it may be necessary to strengthen MoPW's
internal capacities for the sustained maintenance of the »roads
improved under KMDP. In the latter context also, it will be
useful for the KMDP roads component to borrow from the RARP and
the MRF the strategy for the organization of labor-based private
contractor maintenance of rural roads. Fortunately, the Road
Maintenance Branch appears to be keen to study and éxperiment in
labor-based technologies in road maintenance.
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III SUMMARY OF INSTITUTIONAL ARRANGEMENTS AND STRENGTHENING
3.1 INTRODUCTION: OVERALL KMDP INSTITUTIONAL LINKAGES

KMDP improvement of primary and secondary roads is part of a
humber of measures for improving the grain marketing sector.
Implementation of this component therefore requires that the
road projects selected are economically Justifiable and that
there is a monitoring and evaluation system for the Projects in

the context of KMDP objectives.

The system for monitoring and evaluation of the roads
component will however be a sub-system of a broader applied
research, monitoring and evaluation system (ARMES). The purpose
of ARMES 18 to create an improved environment for policy reforms
in the agricultural sector by providing information on changes in
the market and impact of investments in the sector. (see also

volumes A report).

Monitoring and evaluation of road projects will be
implemented within the overall framework of the KMDP
institutional linkages as schematically illustrated in Figure 3.1

" below.

The linkages to be fostered between institutions
specifically concerned with the implementation of the road
component and the other KMDP implementing agencies are described
below in the context of the institutional arrangements
recommended for the implementation of the component. These
institutional arrangements are presented under the following

headings-:

o Selection of Roads Projects;

(o) Monitoring and Evaluation Arrangements:

o Tendering and Contracting Arrangements:

o Supervision of Contractors' Operations; and

o Coordination of Implementation within MoPW.
3.2 SELECTION OF ROAD PROJECTS

The process of identifying, evaluating and selecting the
roads for inclusion will involve a bottom-up process within the
framework of District Focus Strategy for Rural Development.
Economic appraisal of each road project will be carried out by
the DPCD staff, and particularly the staff of the Policy Review,
Economiecs and Statistics Unit of DCPD.
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DPCD will have to provide the districts with clear
guidelines for screening projects so that only those roads that
have relatively high probability of satisfying the KMDP economic
criteria are forwarded from the DDC to the DPCD for econonic

appraisal.

To ensure the availability of appropriate level of srills
for economic appraisal of roads projects submitted by DDCs, DPCD
will be provided with technical assistance by KMDP to employ a

transport economist.

In preparing the guidelines for use by the districts for
identification of roads, a useful starting point for KMDP will be
the guidelines issued for the RARP road projects. It will also
be a specific task for the transport economist to be seconded to
the DPCD under KMDP to support the MoPW staff in the development

of the guilidelines.
3.3 MONITORING AND EVALUATION ARRANGEMENTS

It is recommended that the transport economist seconded to
this unit will assist in setting up a monitoring and evaluation
function in the Policy Review, Economics and Statistic Unit of

DPCD.

The monitoring and evaluation activities of the roads
component will be integrated into ARMES in the following ways: -

(a) District 1level data collection needs for monitoring .
and evaluating the roads component will be defined by
the Policy Analysis Matrix (PAM) Research and Training

Project staff (see volume A report) in collaboration
with the transport economist and other staff of the
Policy Review, Economics and Statistices Unit of the
MoOPW:

(b) at the districts level, the PAM Project staff will
share data collection tasks with-:

- MoPW's (DRE) staff who will at 1least provide
traffic data;

- MOA staff who will provide farm level data
relating to transportation of farm inputs and

produce; and

(c) the specialist staff responsible for the implementation
of ARMEs at the MOA (FMD) will hold both formal and
informal congultations with the MoPW's (DPCD) staff to
determine the needs and the mechanisms for exchange of
data and information for monitoring and evaluation at

program and projects levels.
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3.4 TENDERING AND CONTRACTING ARRANGEMENTS

Technical capacity for the preparation of contract
specifications and bid documents may at present be limited at the
district levels, where only the DPWOs and DREs would be the only
staff with the relevant training and experience. It is therefore
recommended that a task group of three appropriately experienced

engineers at the Road Maintenance Branch headquarters is
congstituted to pirepare contract specifications for the initial
set of »roads selected for implementation. Further, KMDP

resouvces should be utilized to mount a few workshops to train
DREs, particularly from the districts covered by the KMDP, in the
pProcedures for preparation of competitive contract specifications

for the road projects.

Open project tenders will be issued by the District Supplies
Officers for road project contracts in accordance with the
digtrict procurement regulations (see Chapter 1V). KMDP project
funds, whose AIE shall be held by the DRE will be utilized to
advertise the tenders in the local press.

District Supplies Officers will receive the Contractors'!
bids and keep custody of these until the bid opening is carried
out by the District Tender Board (DTB). The DTB will pass the
bids to the DPWO for evaluation by a team comprising the DPWO,
the DRE and DSUO who will submit their recommendations to the DTB

for a final decision.

A copy or each contractor's bid will be sent by the
contractor directly to the Road Maintenance Branch headquarters.
The Headquarters will monitor the contract management performance
of every district with a view to intervening in the case of those
districts not seen to adhere to strictly competitive bidding

procedures.

3.5 SUPERVISION OF CONTRACTORS' OPERATIONS

It will be the role of the DRE in each district to supervise
the activities of the private road contractors. In order to
ensure the competence and uniform application of contract
information by DREs in the different districts, KMDP will £fund
refresher courses for the DREs and the road maintenance

insgpectors on the supervision of road contract works.

Regular and independent counter-checking on the performance
of the MOPW staff 1s also recommended. For this purpose, KMDP
should fund the services of a firm of local consulting engineers
to make regular inspections of KMDP road projects.
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3.6 COORDINATION OF IMPLEMENTATION WITHIN MOPW

To ensure effective coordination within MoPW, it is
recommended that a Senior Roads Engineer in the Road Maintenance
Branch is appolinted a full-time KMDP Road Project Coordinator.
Another experienced engineer should be appointed a Deputy Project

Coordinator.

These two senior engineers and the transport economist
seconded to the DPCD will be the core staff within the MoPW
directly responsible for the day-to-day ccordination of
implementation activities. They will thexrefore hold regular
informal and formal coordination meetings to review

implementation progress.

There will be need for coordination between districts where
a road project transverses two districts. In that case, while
the DDC in the KMDP target district will be responsible for the
implementation tasks for the entire length of the road, the DRE
in that district will prepare a project brief for transmission to
his counterpart in the heighboring district. A copy of such a
brief will also be forwarded to the PFProject Coordinator.

The DREs will make their regular reports to the Froject
Coordinator, who will also provide liaison with other offices in
the MoPW. This will ensure coordination between the districts

and the ministry's headqQuarters.
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v FINANCIAL ANALYSIS

4.1 INTRODUCTION

This chapter deals with the financial issues and concerns
related to the implementation of the proposed market roads
development component of KMDP. The analysis was conducted with
the primary aims of establishing:

(e} the financial framework within which the roads
component will be implemented:

(o] the financial constraints and problems of the proposed
implementing institutions:

e} the budgetary implications of the proposed investment
for the Ministry of Public Works (MoPW) : and

e} the adequacy of the existing financial systems and
procedures to effectively manage the invested resources
toward the achievement of the Program's objectives.

4.2 PROGRAM BUDGET AND FINANCING ARRANGEMENTS

The road development component of KMDP is intended to
upgrade to gravel standards between 1,860 and 1,960 Kkilometers of
Class C and longer Class D roads over the first three year phase
of the Program. Although KMDP is to be implemented over a ten
year period, funding commitments by USAID for of the program will
initially be only for the first three year phase. Preliminary
projections of Program costs for the first phase and for the
entire KMDP are presented in Tables 4.1. Table 4.2 shows the
Program Budget including the recurrent costs up to the year 1999.

The costs of constructing and rehabilitating roads under the
component w1lll be funded entirely by local currency funds to be
generated from PL-480 commodities. Under the PL-U480 program,
approximately $40 million in local currency will be generated of’
which $20 - 25 million will go toward funding the initial phase
of the road development activities.

It is anticipated that the first year will be spent on area-
specific assessments 1n each of the six proposed disgtricts to
determine the particular roads to be developed as well as the
level of investment to be made in each district. Accordingly, a
relatively small portion of the total three year capital
investment has been included in the projections for year one.
The total expected capital expenditure for road rehabilitation

over the three yearg is $ 25 million.
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TABLE 4.1:

PROGRAM COSTS FOR KMDP PHASE ONE

1. Applied Research. Monitoring end
Evalvation (ARMES)

Training (DFA)
Corecdities (DFA)

Subtotal

11. Market Inforzaticn Systess
TA (DFA)

Training (DFA)
Copmodities (DFA)
fA (Counterpart)

Do me

Subtotal

111. Rural Market Roads Developgznt

- - - - -

. Short-ters TA
Training

A
B.
C. Poad Construction & Rehab.
D. Road Maint. -- Counterpart

Sub*:%al

IV. Program Evaluation (external)

TOTAL KMDP RESOURCES

GOK Recurrent Costs

Road Maintenance

TOTAL PROGRAM COSTS

Technical Assistance (DFA)
TA to FMD (Counterpart)
TA to CPD {Ccunterpart)

-----------
-----------

FY FY FY

1991 1992 1993 T0TAL
953,804 923,804 815,020 2,692,628
200,600 200,000 200,000 600,000
100,000 100,000 100,000 300,020
212,500 187,560 165,000 565,020
210,000 0 0 210,000
1,676,304 1,411,304 1,280,020 4,367,623
111,521 111,521 92,934 315.9%
135,000 42.300 74.550 251,820
167,000 27,500 27,500 222,000
200,000 200,000 200,000 609,000
613,521 301,321 394,984 1,380,826
100,000 100,000 100,000 300,000
75,000 75,000 75,000 225,000
2,000,000 10.000,000 13,000,000 25,000,007
500,000 1,400,000 3,000,000 4,900,000
2,675,000 11,575,000 15,175,000 0 30,425,000
0 0 321,273 321,213
4,964,825 13,668,898 17,850,004 36,503,727
200,000 400,000 600,000 1,200,000

P e T T 1 T
P44

----------
..........
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TABLE 4.2: PROGRAM BUDGET, 1991 - 19%9 .

Ft FY FY FY FY &y FY FY FY
1991 1992 1993 1934 - 1933 1936 1397 1998 1599 TOTAL

1. Applied Research, Monitoring and
Evaluation (ARMES)

A. Technical Assistance (DFA) 953.804 923,804 815,020 0 0 0 0 0 0 2,692,628
B. TA to D {Counterpart) 200,000 200.200 200.000 0 0 0 0 0 0 600,000
C. TA to DPD {Counterpart) 100,000 100,000 100.000 0 0 0 0 0 0 300.000
D. Training (DFA) 212,500 187,500 165,000 50,000 50,000 0 0 0 0 665,000
E. Commodities {DFA) 210,000 0 0 0 0 0 0 0 . 0 210,000
Subtotal 1,676,304 1,411,304 1,280,020 50,000 50,000 0 0 0 0 4,467,628
II1. Market Information Systens
A. TA (DFa) 111,521 111,521 92,334 0 0 0 0 0 0 315,976
B. Training (DFA) 135.020 42.300 74.550 0 0 0 0 0 ] 2c1,858
C. Commoditi=s (DFA) 167,000 27,500 27,500 0 0 0 0 0 0 222,000
D. Ta (Counterpart) 200,000 20C,000 206.009 0 0 0 0 0 0 600.000
Subtotal " 613,521 381,321 304,084 0 0 e 5 0 0 1.389.326
I11. Rural Market Roads Development
A. Short-tara TA 100,000 100,000 100.000 0 0 0 0 0 0 300,900
B. Training 75,000 75.000 75.000 0 0 0 0 0 S 225.000
C. Road Construction & Rehab. 2,000,000 10,000,000 13,000,000 0 0 0 0 0 0 25,000,000
D. Road Maintenance 500,000 1,400,000 3,000,000 2.310,000 1,403.060 1,080.356 831,874 640.543 493.218 11,659,052
Subtotal 2,675.000 11,575.000 16,175,000 2,310,000 1,403,060 1,080, 356 831,874 640,543 493.213 37,184,052
IV. Progras Evaluation (DFA) 0 0 321.273 0 0 0 0 321,273 0 642,546
TOTAL FMDP RESOURCES 4,964,825 13,608,898 17,850,004 2 360,000 1,453,060 1,080.3%6 - 831,874 961.816 493.218 43,684,052
GOK Recurrent Costs
Road Maintenance 200,000 400,000 600,000 1,483,500 2,526,438 2,897,599 3,133,345 3,403,375 3.572.7 18.267,380

-
T0TAL PROGRAM C0STS 5.164,825  14.088.899 18.450.904 3.842,500 ¢ 3.979.541 3 877. 947 4,015.219 -.36%,192 4.066.017 61.951,142
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Once the construction and rehabilitation of the selected
roads 1is complete, the total annual cost of maintaining these
roads will be approximately Kshs. 76 million ($3.6 mililion).
This amount 1s based on an estimated annual maintenance
requirement of Kshs. 38,720 per Kilometer (see the Economic

Analysis report).

A subsequent section of this report recommends that a
portion of the available KMDP counterpart funds should be sget
aside to complement expected GOK contributions toward maintenance
of the KMDP developed roads. Accordingly, two line items are
included in the budget summary for maintenance:

a. Road maintenance -- counterpart funds

b. Road maintenance -- '"other'" GOK resources

Over the projected ten year period, "other" GOK
contributions toward maintenance increase as the funding from the
counterpart funds decreases. Over the entire Program period, the

ratio of total GOK recurrent contributions for maintenance to
counterpart funds allocated to maintenance is approximately 3:2.

As indicated in Table 4.1, the financial projections include
a minimal allocation for maintenance costs in the first year. In
year two and three, an allocation 1s made of $1.8 and $3.6
million respectively. The assumption is that by the third year,
the Program will require the estimated $3.6 million in total for
regular maintenance. Except for the effects of a built in
compounded inflation factor of 10%, the projections for
maintenance are held constant at this level during years 4 to 10.

A provision of US $ 100,000 is made in each of the first
three years of the program for technical assistance to the Policy
Review, Economics and Statistics Unit of MOPW. In addition, a
total of US & 225,000 has been budgeted for staff training over

the initial tnree years.
4.3 MOPW FINANCIAL PERFORMANCE AND CAPACITY

A detailled analysis of the past and projected expenditures
of MoPW as indicated 1in the official printed estimates 1is
presented in the Annex Tables A.1 to A.9 at the end of this
report. The analysis was carried out for the Ministry's
recurrent and development budgets for the years 1985/86 to

1991/92.
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4.3.1 Development Expenditure Trends

Annex table A.1 shows the Government's total investment in
the various categories of roads over the past five years.
Investment in the major roads category has increased
significantly over the past three years, rising from K Pounds
17.9 million 1in 1987/88 to K Pounds 52.2 million in the current
financial year. In contrast, the ¢other roads category which
represents the class C and D roads has basically remained at the
same level since 1986/87.

A significant departure from the historical trends 1is
indicated in the 1990/91 and 1991/92 forward budget allocations
for major roads and other roads categories. Whlile the past five
yYears have seen a generally greater investment in the major roads
category, the forwara budgets indicate that remarkably higher
investments will be made 1in other roads over the next few years.

L.3.2 Digstrict Allocations of Road Development Funds

Annex tables A.l0 to A.9 provide a breakdown of district by
district investment in non-major roads in the six KMDP target
districts over past four years. As 1indicated in the tables,
investment under the Rural Access Roads Program (RARP) had
effectively ceased by 1986/87 for all of the six districts except
for Uasin Gishu where the final investment was to ve made 1in the
current year. There are budget allocations for the Minor Roads
Program (MRP) up to 1991/92 for all of the target digstricts
except for Kakamega which will have no MRP inyestment beyond the
current year when the present donor commitment expires. The
following are brief summaries of activities undertaken in each of
the six districts over the past five years.

Kisii

In absolute terms, as shown 1n Annex Table A. U4, Kigii Districet
has received a higher level of investment for non-major roads
than the other five KMDP districts during the past five years.
Forward budget projections show that this trend will continue
over the next two years. Two road projects have continued to
. receive a steady flow of funds over the period.

Kitul

Annex Table A.5 indicates that Kitui District has had only K
Pounds 200,000 invested in gne non-major road proiect during the
past five years. It 18, however, one of two districts among the
81lx for which a steady flow of funds has been allocated under the
Graveling, Bridging and Culverting Program (GBCP).
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Kakamega
LiKke Kituil, Kakamega has hsd only one non-major road constructed

since 1985/86. As shown in Annex Table A.6, the forward budget
indicates that some investment will be made in two other roads

beginning next year.

hyverd

Since 1985/86, one road and one bridge have received a steady
allocation of investment funds in this District. Based on the
forward budget (see Annex Table A.7), no other road projects are
Planned for at least the next two years.

Uasin Gishu
Uasin Gishu has had a steady flow of funds from the GBCP. Two
non-major road projects were i1initiated in the district
approximately a year ago. As shown in Annex Table A.8, no other

substential investment has been made 1in the District for this
category of roads since the 1985/86 financial year.

Nakury

Annex Table A.9 shows that investment in two roads in Nakuru was
initiated 1in 1987/88. The forward budget indicates that the
construction of these two roads will continue into the next two

years.
4.3.3 Recurrent Expenditures

A trend analysis of MoPW recurrent expenditures is included
in Annex Table A.Z2. As 1ndicated in the table, the gross
budgetary allocations for recurrent expenditures of the Roads
Department within +the Ministry have increased gradually since
1985/86. Despite this general increase in the overall recurrent
budget allocations to the Department, however, the funds
earmarked for road maintenance have decreased significantly in

the past years.

The allocation for administrative costs at the Ministry's
head office increased by 60%, 34%, and U45% respectively during
the three years from 1985/86 to 1988/89 before a slight decline
in the current year. This steady increase was due primarily to
rising personnel costs. Personal emoluments grow automatically
each year as c¢ivil servants move from one salary grade to another
or get their annual raises. An estimated 60% of the Ministry's

overall recurrent expenditures goes to pay for personal
emoluments, which include housing, allowances, and passages and
leave. Much of the increases in recurrent expenditures are

therefore accounted for by staff costs.
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The Treasury, although rather stringent in budgetary
allocations has at times contributed to unnecessary increases in
the budgeted staff costs. An example was given in which, because
of an erroneous assumption by Treasury, a provision was made for
5,279 mechanical personnel in the Ministry of Public Works'
1988,/89 budget although a head count showed only 1,065 people in
that Jjob category. In spite of requests by MOPW for a reduction
in the budgeted amount, the results of the 1989/90 budget review
by Treasury was a further increase in the estimates to 6,653
mechanical personnel although no new recruitment for mechanical
staff was carried out during the year.

Road Maintenance

In absolute terms, expenditures for road maintenance has
dropped from K Pounds 8.9 million in 1985/86 to K Pounds 6.9

million in the current year (1989,/90). In percantage terms, the
biggest decrease tock place between 1986/87 and 1987,88. 1In that
one year, the maintenance budget dropped from K Pounds 7.3
million to K Pounds 3.9 million. The percentage increases in the

ensuing two years have not been significant enough to compensate
for this sharp decline.

An estimated K Pounds 35 million is required by the Ministry
annually to maintain its total existing network of roads. In the
approved Government budget for the current year, only K Pounds
6.9 million has been allocated for maintenance of all classes of
roads. To supplement this budgetary allocation, MOPW expects to
generate approximately K Pounds 10 million from public road toll

collection. This leaves a shortfall of K Pounds 18.1 million,
equivalent to over fifty percent of the overeall requirement.
There is, therefore, a need to identify a reliable source of

funds to maintain the roads that will be developed under KMDP,
Several alternative sources of maintenance funds were explored in
the recently concluded Economic Analysis including the use of
tolls stations and other specigl user charges.

The road toll collection system has been reasonably
succeseful 1in generating funds for routine maintenance of major
roads. The amounts collected have increased signiflilcantly over
the recent years as indicated in Table 8.3 below:

\
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Table 4.3 ROAD TOLL COLLECTIONS

Gross
Toll
Collections
Year {Kshg)
1985/86 69,021,130
1986/87 95,705,458
1987,88 119,407,153
1988,/89 130,628,319
1989/90 (expected) 201,450,000

The use of road tolls have to date been limited to resealing
of major (Class A and B) trunk roads throughout the country. The
controls within MOPW on the use of toll funds is quite effective.
Funds collected from toll stations are used only for maintenance
of trunk roads from which the funds are collected.

There is a general perception within the Ministry that toll
charges, especlally for heavy transport vehicles, are too low.
However, a proposal which was sent to the Treasury 1last year
seeking approval for an increase in toll charges was rejected.

For the target class C and D roads, toll collection is not
feasible. It has been determined by MOPW that a minimum of
5,000 vehicles using a road on a daily basis are required before
toll collection can be considered economical. Class C and D roads
generally ¥do not meet this criteria.

The Government's allocation of recurrent costs to the MoPW
budget has been clearly constraining. Discussions with Ministry
officials both in the field and at the head office reveal that
the need as well as the capacity for additional funds for proad
maintenance 18 a long standing 1ssue that is railsed year after

Year.
4.4 GOK Budget Rationalization Program

Table 4.4 below 1llustrates the rapid increases in GOK
expenditures over the past two decades. The GOK 1984-88 National
Development Plan, the theme of which was "mobilising domestice
resources for equitable development", was primarily concerned
with limiting the Government's budget deficit and borrowing from
the banking system and with restoring financial balance.
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Table 4.4: GOK Expenditure Trends
(kK Pounds - million)

i96u4,/64 1984/85 1988,/89
Recurrent Expenditures 36.9 740.1 1,494.3
Development Expenditures : 16.0 353.7 §06.1

Source: GOK Printed Estimates

The Development Plan put forward a five point program to
reduce the budget of public sector services, comprising:

a. a sharp curtailment of non-essential government
investments and services:

b. supplementing of government's provision of selected
essential services by voluntary agencies and ‘'the
individual and collective efforts of the people':

c. a shift in the focus of planning to the level of the
district;
d. improvement in the efficiency of planning and

delivering government services and in the productivity
and discipline of the civil service; and

e. shifting of more of the burden of the cost of
government services to those who benefit from them,
through fees and other charges.

One of the important effects of this Budget Rationalizatior
Program has been the more effective absorption of available donor
commitments for project and program financing. The Government
has succeeded 1in obtaining more program assistance which has
alleviated the problem of deficit financing of public

expenditure.

Nonetheless, because of monetary policy restrictions, GOK
has not been able to absorb all of the availilable donor
commitments within its development budgets. In the current

financial year, the Government was able to absorb only 62 percent
of total available donor commitments. MOPW absorbed about 75
percent of the external resources available to 1it. Therefore,
while the Budget Rationealization Program enhances the opportunity
for KMDP resources to be absorbed in the GOK budget, 1+t will not
be easy for the MoPW to include the program resources in 1its

budget. ’
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4.5 The GOK Budgetary Process
4.5.1 Minieterial Budget Celling Procese
On the basis of the goals and priorities indicated in the

Development Plan, the Treasury determines and issues the spending
limits or ''ceilings" <to 1limit the ministerial estimates

submissions. These ceilings, which are disagregated to all
ministries, are prepared for both the Recurrent and Development
Budgets. Each ministry is expected to Keep within its given

ceiling when preparing its annual expenditure budgets.

The ceilings go through two stages. The more difficult
stage 1is the calculation of the total projected revenue and
expenditures for a given financial year. This first step
involves predicting the '"recurrent revenue' for the ensuing year.
From this revenue are subtracted the estimated recurrent
expenditure and Consolidated Fund debt service <charges, which
normally yields a cgurrent Surplus. This surplus 1s supplemented
with grant and 1loan funds and applied toward the estimated
development expenditures.

The second stage 1n the ceiling preparation process involves
the allocation of proposed expenditures amongst all of the
ministries, parastatals and other "vote~holders'. The allocation
process 1s usually guided and influenced by the development plan
priorities as well as past expenditure trends and implementation
rates of the various ministry projects over time.

It is important to notetthat ceilings set for each ministry

are for gross expenditures. In other words, donor financing
must be included within the ceiling whether the asgistance is in
the form of loan, grants or "“Appropriations - In - Aid" (direct
payment). The implication for KMDP is that if, for example, the

total number of development projects and activities proposed by
MOPW exceeded its ceiling as is usually the case, the Ministry
reprioritize and cut back this total to the ceiling level.

Treasury Circular No. U4 dated July 3, 1989 reiterates that
each ministry must absorb the currently existing donor
commitments for grants and loans within the given expenditure
ceilings before new programs/projects can be considered. This
may be a difficult condition for the MoPW to satisfy for the
purpose of 1including KMDP 1in its budget. However, if the
Ministry cuts down its commitments on locally funded projects,
its budget can easily accommodate KMDP.
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Implications for XWMDP

It 1s currently difficult for MOPW to effectively operate
within the current (1589,/90) cellings as given. It 1s estimated
that actual expenditure commitments within the Ministry for the
current year exceed the allowed allocation by approximately 50%.
For the Ministry to cut back its ongoing operations to the given
celling 1levels would mean terminating several ongoing projects
and '"'sacking'" contractors.

Even with the budgetary constraints that the MoPW 1s already
experiencing, the GOK forward budgets for the next two years
indicate that the overall celiling of the Ministry will be cut by
another 30 percent. As indicated in Table 4.5, the ceiling will
drop from the 1989/90 level of K Pounds 123 million to K Pounds
36 million fox the 1990/91 finsncial year. Presumably, GOK
would be willing to expand the Ministry's Development celling to
accommodate a hilgh potential program like the roads component of

KMDP.

Table 4.5 MOPW 1989/90 AND 1990/91 CEILING AGGREGATIONS

Funding
Source 1989/90 1990/91
(Pounds) " (Pounds)
Grants 36,572,455 13,646,975
Loans 48,516,000 34,164,000
GOK 38,004,140 38,384,181
aROSS 123,092, 595 86.195,156

Source: Treasury Circular No. 4, July 3, 1989

The Govermnment's ability to availil additional ©resources in
MOPW's recurrent budget for road maintenance ig8 an open question
in 1light of the existing fiscal constraints. It is recommended
here that during the Joint programming of counterpart funds for
speclfic uses, USAID and GOK consider the use of a portion of the
funds for road maintenance on an annual declining basis. GOK's
commitment to maintenance of the KMDP developed roads would be
manifested 1in its agreeing to contribute other resources to
maintenance of the subject roads on a gradually increasing basis.
By the tenth year, the program's maintenance costs should be
largely financed by other (non-counterpart) GOK resources.
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4.5.2 Estimates Preparation Process

The second important process in the GOK budgetary cycle is
the preparation of budget estimates by the individual ministries.
The ministerial estimates preparation goes through three
different but interrelated stages:

a) the Program Review and Forward Budget (commonly called
"The Forward Budget'):

b) the Revised and Supplementary Estimates: and
c) the Draft Annhual Estimates.

Forward Budget: The annual Forward Budget is the means for
translating the pattern of development in the Development Plan
into prospective expenditures, and scheduling the implementation
of projects, program and activities. The Forward Budget exercise
takes place in July and August for all ministries. It generally
covers three forward years except when a Development Plan is
. being prepared when it is extended to cover the period of the
Plan. In this exercise, ministries are required to prepare
program briefs indicating program changes since publication of
the National Development Plan and any program adjustments in
response to new economic guidelines from the Treasury. The
introduction of new projects or programs should occur only
through the Forward Budget.

Reviged Estimates: The purpose of the annual estimates

revision is to enable the operating ministries and the Treasury
to revise the budget of the current financial year. Reallocation
of funds between line iteans can done during this stage on the
basis of progress in physical implementation, the rate at which

actual expenditures are being incurred, and collection of
revenue. Revised Estimates are important to the Government for
identifying trends of actual costs, expenditures, and revenue,

for readjusting priorities, and for forecasting the future impact
of on-going commitments.

Operating ministries are dsually required to submit their
Revised Estimates, together with explanatory hotes, in
November /December for the purpose of screening by Treasgury.
Supplementary funds above and beyond those reallocated may then
be voted by parliament early in the calendar year. Revised
Estimates are not intended to be used for the purpose of
introducing new projects or previously rejected projects into the

current budget.

Draft Annual Estimates: The third stage of annual estimates

Preparation cycle is concerned with the Draft Annual Estimates

for the following financial year. Normally, ministries submit

their draft annual budgets for the next financial Year by the end

of January. The submissions include detailed program

descriptions and statements on program obJectives, and

explanations of changes in expenditure on an itemized basis. The
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Estimates should go to print in May/June and should be presented
to Parliament by the Minister for Finance on Budget Day before
the start of the new financial year.

Two problem areas in estimates preparation common to many

ministries Jdeserve special mention. The first problem is that
the estimates are usually prepared under pressure of deadlines
and often in too short a time. Part of this "estimates rush" 1is

due to the fact that during the last  decade the sheer number of
projects and activities has grown considerably.

A second problem faced by most ministries in preparing
their estimates 1s that they submit to Treasury estimates that
are considerably higher than their ceilings for Recurrent and

Development Budgets. There are two major contributing factors:
a) low celiling levels due to insufficient revenue
relative to perceived ministry needs, and
b) the tendency of a ministry to let Treasury bear the

responsibility of deciding which projects get the
scarce resources avallable.

MOPW has consistently submitted estimates that are above its
allocated ceiling. The 1989/90 draft estimates exercise 1is a
clear example of this problem. Table 4.6 1llustrates the
variance between the '"gross" estimates submitted by MOPW's Roads
Department to Treasury in April 1989 for its development budget
and the actual Treasury ceiling allocation.

Table 4.6: Comparison of MOPW Budget Submission to
Approved Treasury Ceilingse

Treasury MOPW
. Celling 89/90 gross
Head Category Allocation Estimates Difference
(K Pounds)
384 Major Roads 52,255,000 60,855,750 (8,600,750)
385 Other Roads¥ 22,071,146 48,706,197 (26,635,051)
386 Rd. Markings & signs 150, 000 150,000 0
488 Planning & design 360, 000 1,420,000 (1,060,000)

489 Misc. (RARP & GBCP) 19,821,100 49,486,600 (29.665,500)

TOTAL Sub-~vote 136 (Rds) 94,839,246 160,618,547 (65,779,301)

¥ '‘This category represents the Class C & D roads
which are targeted for KMDP intervention.

4o
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Similarly, the figures submitted to Treasury for MOPW
estimates for 1989/90 were based on what the Ministry ideally
needed. Within the recurrent budget, the total amount requested
for all road maintenance was K. Pounds 35.3 million compared to a
celling of K. Pounds 6.49 million (approximately 20% of the

amour.t requested).

4.5.3 The Expenditure Cycle
Expenditure for a new financial year begins before
Parliament gives formal approval- to the Estimates. Parliament

passes a "Vote-on-Account'" prior to the new fiscal year which in
effect earmarks for allocation a specified amount of the funds
included in the new year's Estimates.

After the Appropriations Act is passed, Treasury issues by
circular to each Accounting Officer (usuelly the Permanent
Secretary) the authority to incur expenditures as needed. Upon
receiving this authority. the Accounting Officers forward AIEs to
their respective departmental and district heads no later than

15th July of each year.

4.6 DISTRICT FINANCIAL AND PROCUREMENT ARRANGEMENTS
4.6.1 District Budgeting

The Dictrict Focus Strategy requires that the are fully
involved in every stage of the budgetary process. Conceptually,
the process begins with project identifi~ation at locational and
sub-locational level. After being discussed and agreed upon

locally, the project suggestions are forwarded to the Divisional
Development Committee which in turn reviews and prioritizes the
proposals before submitting them to the District Development

Committee (DDC).

During June and July the districts prepare their annual
Annexes to the District Development Plan, giving their project
priorities for each sector. These priorities are drawn from the
District Development Plan, from previous Annexes and from recent
Divisional Development Committee meetings. In the <case where
districts feel that the ceiling which it has been allocated 1is
not suflficient, the district can add an additional project to the
annex together with a careful justification as to why they feel

their ceiling should be raised.

The DDC's role is to review project proposals in the context
of the prevalent national and gectorial policies passed down from
the various ministry headquarters. The reviews are also
conducted within the confines of district specific ceilings that

are set by each ministry represented.
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A common weakKness in the process noted in the six KMDP
districts was that the locational and sub-locational levels of
the district hierarchies lack the technical capacity to provide
meaningful input into the process. However, since the selection
of specific roads to be rehabilitated under KMDP will be carried
by DDCs under guidance of the MOPW headquarters this limitation
in the districts' budget planning process has no significant

implications for the progran. ;
4.6.2 District Procuremebt Procedures

It is a standing policy of the Government that all
procurement of goodas and services, including road construction
works, must be undertaken through open competitive tenders or
quotations and is subject to the approval of the appropriate
Tender board before orders are placed.

Each district department head 1s responsible for arranging
for comprehensive specifications and tender documents as well as
co-ordinating the technical evaluations of the tenders.
Advertising of tenders, however, are processed centrally by the
District Supplies Officers. Project tenders which are district-
specific are advertised at the district-level by the District
Commissioners, while tenders for multi-district and national
proje:-ts are advertised at the ministerial level with the cost
apportionad between the departments concerned.

Within the Ministry of Public Works, the open tender system
i1s not always applied. In 1970, the Government i1introduced a
fixed cost system to facillitate the utilization of local small,
unsophisticated contractors for 1local road construction and
maintenancze. The concern of the Government in reaching that
decision was that a high percentage of small indigzenous
contractors were unable to compete for contracts on the same
footing with other more sophisticated contractors due to their
limited education or lack of experience in tendering. Under the
fixed cost system, the Government would compute the cost of a Jjob
and 1nvite registered candidates to express an interest and
indicate their capabilities and availability.

To help address the concern which led to the institution of
the fixed system, the World Bank introduced a training project
aimed at local contractors on how to tender, The project which
was a component of the Highway Sector Loan II Program.
Impressions obtained from MOPW officials are that the project
was not particularly successful.

The fixed c¢ost system, which obviously 1lends itself to
possible asbuses by people in authority, was officielly scrapped
in 1983. Therefore, compliance with standing GOK regulations
should ensure competitive bidding for the KMDP road projects.

42



4.6.3 District Payment and Accounting Procedures

Prior to the introduction of the district focus strategy for
rural development, all payments in the country were made from
Nairobi. Under the new set-up, most of the accounting services
have been decentralized to the District Treasury.

Funds are allocated for spending at the districte through
the issuance of Authorities to Incur Expenditure (AlIEs) by the
various ministry headquarters to their respective district heads.
The decision to expend funds on a particular item 1is the
responsibility of each AIE hnlder who receives a separate AIE for
recurrent and development ex, anditures. In MOPW, the district
AIE holders are the District FPublic Works Officers (DPWO) and the
MRP District Maintenance and Improvement EngineerS (DIME).

The district accountants is the senior most person in the
district treasury and is charged with the responsibility for
financial management of all Government funds at the district.
When an AIE holder needs to incur expenditure, the District
Accountant has To certify the local purchase order confirming
that the AIE holder has not exhausted the approved budget for the

item,.

The AIE holders receive and approve all invoices and bills
to be paid before they are submitted to the District Treasury for
processing. Payment vouchers are prepared at the District
Treasury and then sent back to the responsible AILIE holders for

his/her certification. .

Once the AIE holder has certified the payment voucher, the
voucher is sent to the examination section of the District

Treasury to ascertain:
(o] the propriety of the payment:

(o) that the expenditure has been incurred on proper
authority and is chargeq to the right budget item:

(o) that prices or rates charged are according to
regulations, and that they are fair and reasonable;

(o] that appropriate certificates have been signed by the
AlE holder or officers authorized by the AIE holder in
writing;

(o] that <the computationeg have been verified and are

arithmetically correct: and

o that the pereons named in the payment vouchers are
" those entitled to receive the payment.
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The voucher is then sent to the Internal Audit Section for
review before it finally goes to the District Accountant to be

authorized for payment. Once the District Accountant 1is satisfiec

that proper procedures have been followed, he authorizes for
payment To be made.

Each District Treasury has been provided with a cash float
fund from which payments for all AIEs are honored. Payments from
the cash float fund are regularly reimbursed on an imprest basis
by the Paymaster General.

The District cash float payment system 1is not entirely
effective. Generally, bills processed in the early part of the
year can be palid within a reagonable time period since
replenishments of the cash floats by the Treasury is usually
timely during this period. Toward year-end, however, the process
begins to slow down as the Treasury begins to experience
liquidity problems.

The reviews carried out in the six districts as well as that
at the Head ofrfice of the Ministry of Public Works indicated that
the Government's internal administrative controls are sound and
can be relied on to safeguard and properly manage KMDP resources.
In keeping with the basic principles of internal control, the
Government's accounting system is set up to ensure that duties
are fully segregated between organizational units and staff, For
example, the GOX has instituted a strict internal audit system
where payment vouchers must be reviewed for propriety before
being processed for payment by the District Treasury.

The Government has also reliable centralized and
computerized system of c¢ollecting the accounting data. Monthly
exvenditure reports are prepared routinely within two weeks of
the end o? a given month.

4.7 SUMMARY OF FINDINGS AND CONCLUSIONS

Implementation of the roads component of KMDP will be
carried out within the framework of the existing GOK financial
management mechanisms. The inclusion of the Program in the
agenda of the implementing ministry must first take place at tThe
forward budget stage of the GOK budgetary process.

MoPW must specifically include the program within the 1list
of its priorjitieza to ensure that adeguate budgetary allocations
are made for its implementation. A real concern is that MoPW's
current fivancial requirements for 1ts capital development and
recurrent exXxpenditures are significantly higher than the
budgetary allocations that have been given to the Ministry in
recent years, The trend over the past five years has been that
Treagury allocations to the ministry have been decreasing while
the Ministry's regquirements have been on the rise. Consequently,
MoFW will be constrained to absorb the KMDP resources.
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In view of the large gap between the real need and budgetary
allocations for maintenance of non-major roads, it is recommended
that GOK contributions toward maintenance for the KMDP roads be
phased in gradually over a ten year period. It is further
recommended that KMDP counterpart funds be utilized in part to
finance maintenance on a gradually declining basis.

The analyses of GOK's financial procedures both at the
central level and at the district level indicate that the
existing administrative and accounting controls are adeguate to
ensure proper accountability of the program's resources. Most
KMDP resources for road projects will be budgeted and controlled
at the district level. The District KRoads Engineers will be the
AIE holders for KMDP funds. This will ensure that the Program
Funds are budgeted. managed and accounted for separate from other
MoPW funds for which DPWOs are the AIE holders.

Frocurement for the KMDP road proJjects will be through

District Tender Board regulations. In any case, the Project
Coordinator at the MoPW Headquarters will ensure that procurenent
will be on an open tender basis. Also, ag8 indicated in Chapter

III, a local firm of consulting engineers will be engaged to make
regular and independent inspections of the road contracts.
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Budget
Subhead

445

446

465

449
454

452

[N

Major Roads

Other Roads
Kitui
Kisii
Nyeri
Kakamega
Uasin Ngishu
Nakuru
Other Districts

Total Other Rds.
Miscellaneous Roads
Rural Access Rds. Prog
Minor Rds Prog
Other Misc. Rds
Total Misc.
Road Markings & Signs
Planning & Design
Admin. & Tech. Services

GROSS TOTAL

ANNEX TABLE A.1l

MINISTRY OF PUBLIC WORKS

Development Expenditures 85/86 to 91/92

with Annual Percentge Increases

Forward Budget

1990791 1991/92

43,225,000 -17% 41,650,000

400,000 1,000,000
2,950,000 950,000
1,700,000 2,000,000
2,000,000 1,500,000
1,400,000 ---

300,000 500,000

35,350,000 45,550,000

Current
Year
1985/86 1986/87 1987/88 1988/89 1989/90
17,480,000 13,050,000 -25% 17,932,000 37% 35,482,169 98% 52,255,000 47%
1,000,010 100,000 50,000 100,000 50,000
200,000 1,500,000 4,700,000 1,371,700 1,600,000
1,110,000 650,000 200,000 80,000 250,000
1,260,000 1,200,000 200,000 254,210 491,700
300,000 . --- 300,000 2,065,000 1,300,000
800,000 -— 400,000 300,000 200,000
13,879,990 18,068,000 15,375,000 35,345,961 18,179,446
18,650,000 21,518,000 15% 21,225,000 -1% 39,516,871 86%
1,040,000 700,000 3,237,255 2,441,900 179,800
400,000 1,168,750 5,490,000 4,995,200 5,431,000
10,806,010 12,975,000 17,594,450 26,518,162 14,210,300
12,246,010 14,843,750 21% 26,321,700 77% 133,955,262 29%
270,000 200,000 150,000 150,000 150,000
1,490,000 1,360,000 1,110,000 1,360,000 360,000
-- - -- 697,000 182,000
50,136,010 50,971,750 2%

22,071,146 -44% 44,100,000 100% 51,500,000

1,762,500 1,962,500
3,480,000 1,950,000
11,300,000 11,150,000

19,821,100 -42% 16,542,500 17% 15,062.500

150,00 150,000
960,000 1,010,000
217,000 217,000

-4

66,738,700 31% 111,161,302 67% 94,839,246 -15% 105,194,500 11% 109,589,500 42




Budget
Subhead

445

446

Ly

MAJOR ROADS (Maint)

OTHER ROADS (Maint)
Maint. of Primary Rds
Maint. of Secondary Rds
Maint of Minor Rds

Maint of Service Rds
Maint of Rural Access Rd
Maint of Spcl purpose Rd
Extraordinary Rd. Maint.
Rd Markings & Signs (Maint)
SUB TOTAL MAINTENANCE
Ferries

Grants to Municipalities
HQ Road Branch

Admin. & Tech. Services
GROSS RECUR. EXP (ROADS)
OTHER MINISTRY ACTIVITIES
GROSS TOTAL MINISTRY
LESS: TOTAL AIA

NET TL PER MINISTRY BDGT

ANNEX TABLE A,2

MINISTRY OF PUBLIC WORKS
Recurrent Expenditures’ 85/86 to 91/92
with Annual Percentage Increases

Current
Year Foruard Budget
{MOPW)

1985/86 1986/87 1987/88 1988/89 1989/90 1990/91 1991792
1,800,010 1,609,772 -11% 700,000 -57% 1,601,356 129% 1,800,000 12% 1.900,000 6% 2,500,000
6,664,608 1,545,364 807,513 -48% 1,124,410 39% 1,241,262 10% 1,500,000 21% 1,800,000 20%

1,464,636 728,649 -50% 1,080,670 48% 1,000,000 -7% 1,300,000 30% 1,800,000 38%
1,380,125 896,809 -35% 1,120,550 25% 1,200,000 7% 1,850,000 54% 2,550,000 38%
270,000 128,212 -53% 266,060 10872 300,000 13% 350,000 17% 550,000 57%
270,000 167,350 -38% 313,480 87% 500,000 59% 650,000 30% 750,000 15%
. 340,930 214,732 -37% 369,830 72% 450,000 22% 550,000 22% 650,000 18%

370,000 370,000 220,000 -41% 557,519 153% 330,000 -41% 350,000 6% 410,000 17%

100,000 100,000 100,000 0% 110,000 10% 150,000 36% 300,000 1008 400,000 33%
8,934,618 7,354,827 -18% 3,963,265 -46% 6,543,875 65% 6,971,262 7% 8,750,000 26% 11,410,000 30%

310,000 310,000 250,000 298,150 298,150 291,250 320,280

250,000 250,000 150,000 220,000 220,000 250,000 300,000
1,190,696 1,899,246 60% 2,542,430 34% 3,689,657 453 2,970,527 19% 3,105,968 5% 3,223,659

12,217,477 13,087,943 7% 14,240,942 9% 13,664,333 -4% 15,563,731 14% 16,109,923 4% 16,688,456
22,902,791 22,902,016 -0% 21,146,637 -8% 24,416,015 15% 26,023,670 7% 28,507,141 10% 31,942,395
23,135,734 24,969,754 8% 29,579,212 18% 36,836,795 25% 40,539,160 10% 44,507,277 10% 47,590,762
46,038,525 47,871,770 4% 50,725,849 6% 61,252,810 21% 66,562.830 9% 73,014,418 10% 79,533,157

324,620 552,200 565,421 - 183,600 379,053 389,153 398,053
45,713,905 47,319,570 50,i60,428 63,069,210 66,183,777 72,625,265 79,135,104



KAKAMEGA
KITUI

KISII
NAKURU
NAIVASHA
NYERI
UASIN GISHU
OTHER

ANNEX TABLE A.3

NINISTRY OF PUBLIC WORKS
District Administrative Costs

1986/87 to 1991/92

1986/87 1987/88 1988/89 1989/90 1990/91
286,917 308,726 493,882 278,076 644,571
286,346 317,800 332,804 _ 271,588 450,917
221,853 260,546 248,744 181,561 361,557
559,436 . 692,29% 697,154 458,261 907,943
425,949 424,657 592,982 325,891 770,767
234,483 280,643 309,794 213,800 401,122
11,072,959 11,956,274 10,988,973 13,834,554 12,567,046
13,087,943 14,240,942 13,664,333 15,563,731 16,109,923

1991/92

669,359
467,129
374,898
935,830
804,284
416,973
13,020,883




Kisii - Chemosit
Kisii - Isebania
Rural Access Roads Program

Gravelling, Cultivating & Bridges
Minor Roads Program

TOTAL NON-MAJOR ROADS

QN

1985/86

ANNEX TABLE A.4

KISII DISTRICT
Developaent Expenditures
{Non-major Roads)

1985/86 to 1991/92

1986/87 1987/88

1988/89 1989/90 1990/91 1991/92

200,000 1,500,000 2,000,000 1,121,700 600,000 2,750.000 750,000
---------- 2,700,000 250,000 1.000. 000 200,000 200.000
275,000 e
200,000 eeee e
---------- 250,000 250,000 250,000 200,000 200,000
675,000 1,500,000 4,950,000 1,621,700 1,850,000 3,150,000 1,150,000




ANNEX TABLE A.5S

KAKAMEGA DISTRICT
Development Expenditures
{Non-major Roads)

1985/86 to 1991/91

1985/86 1986/87 1987/88 1988/89 1989/90 1990/91 1991/92
Kakamega - Mmias 1,260,000 1,200,000 200,000 254,210 256,210 emeee s
Bugia -Yaa . ___ 1,000,000 1,500,000
Mmjas -Yala 0 e 1,000,000 = -—--
Bural Access Roads Program 200,000 250,000 0 eeees eeeee el e e
Minor Roads Prograa @ ...  _____ 215,000 175,000 200,000 0 e e
Gravelling, Cultivating and Bridges 200,000 vooTTmm mmeme eeeee edeeedcee e
TOTAL NON-MAJOR ROADS 1,660,000 1,450,000 415,000 429,210 454,210 2,000,000 1,500,000
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Moi University Access
Moi University -Olessos
Sergoit - Kitale

Rural Access Roads Progras
Graveling, Cultivating & Bridges
Ninor Roads Prograas

TOTAL NON-MAJOR R0ADS

\

\,

ANNEX TABLE A.6

UASIN GISHU DISTRICT
Development Expenditures
(Non-major Roads)

1985/86 to 1991/92

1985/86 1986/87 1987/88 1988/89
300,000 0 e-ee el L
---------- 300,000 1,000,000
e 1,065,000
100,000 - 90,000
---------- 200,000 200,000
---------- 200,000 225,000
400,000 2,580,000

0 700,060

1989/90 1990/91 1991/92
----- 500,000 -
700,000 900,000  -—m-
600,000  ——ee .
50,000 e
200.000 200,000 200,000
250,000 200,000 200,000
1,800.000 1,800,000 400,000




Bridge
angodo R
zetu Hill - Useni

ravelling, Cultivating and Bridges
inor Roads Program

AL NON-MAJOR ROADS

TANNEX TABLE A,7

KITUI DISTRICT
Developsent Expenditures
{Non-major Roads)
1985/86 to 1991/92

1985/86 1986/87
100,000 100,000
0 e
200,000 200,000
175,000 300,000
475,010 600,000

1987/88 1988/89 1989/90 1990/91 1991/92
50,000 100,000 50,000 100,000 -
300,000 1,000,000

300,000 100,000 99,99 200,000 200,000
430,000 %00,000 500,000 400,000 400,000
780,000 700,000 1,000,000 1,600,000

649,9%




Njoro - Kabarak
Olenguruonc/Sibibuel
Molo-Olenguruone - Kapkoros

Rural Access Roads Progran
Gravelling, Cultivating, & Bridges
Minor Roads Prograa

TOTAL NON-MAJOR ROADS

e

ANNEX TABLE A.8
HAKURU DISTRICT
Development Expenditures
(Non-major Roads)
1985/86 to 1991/92

1985/86 1986/87 1987/88 1988/89 1989/90
900,000 - e
---------- 200,000 100,000 100,000
---------- 200,000 200,000 100,000
100,000 - eem o
-------------------- 200,000
---------- 250,000 225,000 275.000
900,000 0 650,000 525,000 675,000

1990/91 - 1991/92
100000 e
200,000 500,000
200,000 200,000
500,000 700,000




Access to Sagana State Lodge
Ngururu Bridge
Kagumo-Mukurweini-Gakonya

Rural Access Roads Program
Minor Roads Prograa

TOTAL NON-MAJOR ROADS

ANNEX TABLE A

NYERI DISTRICT

.9

Developzent Expenditures

{Non-gajor Roads)
1985/86 to 1991/92

1985/86 1986/87 1987/88 1988/89 1989/90 1990/91 1991/92
10,000  ——-em e A,
100,090 50,000 100,000 25,000 50.000 700.000 = —eeme
1,000,000 00,000 100,000 55,000 200,000 1,000,000 2,000,000
150,000 100,000  -eeee e o el
---------- 426,000 250,000 250,000 200,000 200,000
1,260,000 750,000 626,000 330,000 500,000 1,500,000 2,200,000
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Appendix 1

STATEMENT QF WORK

During the next several months, USAID/Kenya will be preparing a
Program Assistance Approval Document (PAﬁp) for the proposed Kenya
Marketing Development Program (KMDP). The principal objectives of the

program are:

Goal: To assist the Government of Kenya to achieve its goal
of increased agricultural productivity through the
development of a more efficient market system.

Purpose: To develop a more efficient national market system through
improvements in the policy environment and physical
infrastructure.

The obJjectives are to be served by a program which supports the
evolutionary reform program developed by the GOK with regard to market
policies: the development of rural market infrastucture; and the
strengthening of institutional capacity to guide policy and investment

decisions.

The policy and institutional strengthening initiatives regarding
agricultural marketing will require the coordinated effort of four
institutions: 1) the Office of the President; 2) the Ministry of
Planning and National Development (including the roles and
contributions of DRSRS and CBS): 3) the Ministry of Agriculture; and
4) the Ministry of Supplies and Marketing. These initiatives 1include
both policy reform and the implementation of the proposed institutional
strengthening component (the Applied Research, Monitoring and
Evaluation and Market Information System). The development of
rehabilitation of rural market infrastucture will also require the
coordinated efforts of four 1institutions: 1) the Ministry of
Transportation (for planning); 2) the Ministry of Public works:

3) District Development Committees; and 4) Local Tender Boards. The
institutional and financial analyses contained in the PAAD will ~focus
on these various institutions, analyzing their capability to implement

the program components.



Appendix 1

Seope of Work

The study funded under this contract consists of development and
support sctivliiles required for the design of the proposed KMDP. The
purpose of the atudy is to conduct a series of institutional and
financial analysaes necessary for the development of PAAD for the KMDP.
The work will focus on the institutional and financial capabilities of
thos» orzsenizationals which will be involved in the program. The study
will result in two reports: a) one related to the institutional and
financial aspects of the proposed policy and ingstitutional
strengtheninzg 1nitiatives, and b) a second focused on institutioneal
and finan2ial concerns on rural infrastuctive initiatives. From these
reports the consultunts will prepare draft institutional and financial

sections of the PAAD.

Six gzeogravhical areas have been chosen for KMDP interventions: 1)
Uasin Gishu, 2) Kakamega, 3)Kisii, 4) Nakuru, 5) Nyeri and 6) Kitui.
The relevant instituticnal and financial relationships of the four
institutions involved in roads and the four involved in marketing will
be studied at both the national level and at local levels in the s8ix

geographical AREAS.

The analyses, as noted, will include those institutione identified
above which will potentially be involved in implementing the initiel

phase of the KMDP. The analyses will, however, be confined only to
those activities of the institutions with which the KMDP will be
concerned. That is, to the extent that a ministry or local institution

is charged with activities beyond those dealt with in the market
program, they will not be studied in detailil (though to the extent that
they bear upon KMDP activities they will reguire some analysis).
Likewise, to the extent that certain activities are 1likely to be
undertaken in some but not all geographical areas under study, the
ingstitutions in those areas where the interventions are likely to occur
will be analyzed, but not institutions in areas where such activities
are unlikely. For example, if rural road construction is to be a
dominant ectivity in one area but not in another, the capability of the
Ministry of Public Works and local tender boards will be analyzed in
detail in the former but less prigorouslay in the latter, An
understanding of what institutions and which of their activities will
be important in whiech geographical areas will be obtained from the
findings of the Economic and Social Analyses (which will be undertaken
by Development Alternatives, Inc. prior to the present study). Through
this approach both the number of institutions to be analyzed and the
typres of activities each undertakes will be narrowed and will make the
present analyses manageable within the timeframe required.
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completing the above "narrowing process" to determine which

institutions and activities in each area need analysis, the followng

issues

will be addressed to determine the institutional and financial

capabilities to implement the KMDP.

Organizational Characterigtica

a.

Determine each organisation's mandate to carry out the
activities under consideration. The contractor will determine
if there are importanct unofficial organizational agendas that
vary from the stated mandate, and if these have implications
for implementing the proposed program.

Assess who in reality carries out the functiong or activities
under consideration, i.e., who the actual decision -makers are
(irrespective of their mandate).

Analyze each relevant organisation's structure to determine
its capability to carry out the activities under

consideration.

Analyze the personnel composition for each organization and
their capability to carry out the proposed activities.

Assgess the non-personnel resources available to the relevant
organizations to carry out the proposed activities.

Identify potential constraints related to the relevant
institutions' mandates, structures, personnel and non-
personnel resources which may affect program implementation,
and determine what problems need to be addressed in order for
the activities to be carried out.

Organizational Dvnamics

Determine within each organization what departments,
positions and individuals have the authority to and actually
make decisions relevant to the implementation of the proposed
activities:; it will analyze the decision making process within
each organization.

Analyze the formal and informal processes of communication
between or among departments positions and indivisuals within
the respective organisations to determine the implications for
effective decision making and implementation of the proposed
prograrn,. This will include an assessment of what and how
information from what source is utilized for decision making
(including information flows).



Inter-Organizational Dvnamica

a.

b.

C.

Determine that Ministries, OUffices, department, positions and
individuals have the authority to and actually make decisions
relevant to the implementation of the proposed activities and

analyze how the decision ' process is carried-out. The
contractor will distinguish between policy and infra-structure
investment decisions. The contractor will also examine the

relationshp between decision makers in central Government and
the district level officers and the decision process between

these levels.

Analyze the formal and informal process of communication
between or among individuals between the respective
organizations to determine the implications for effective
decision making and implementation of the proposed program.
This will include an essessment of what and how inrormation
from what sources is utilized for decision making {(including

information flows).

In the context of communication flow, the decision making
process, and the implementation of decislion made, the
contractor will identify potential constraints and determine
the degree of coordination needed among organizations for
effective implementation of the proposed program. *The
contractor will also advise the Government and USAID as to
what organizational restructuring or new procedures may be
required to effectively implement the proposed program.

Financisl Characterigtics

Identify relevant budget planning, allocating. and expeding
procedures for each institution at each level 1dentified in

the section above.

Describe the steps and timing of each phase in the financial

process. This will include a description of the
organization's budget categories and its allocation
processes.

Analyze the financial implications of the investments

contemplated by the program and their impact on both the
development and recurrent budgets.

Identify actual and potential problems related to (1) the
incorporation of the proposed USAID funding levels in relation
to GOK budget ceilings: (1ii) the ability of the institutions
to allocate and expend the available resources, and (1ii) the
ability to sustaln program activities (recurent cost issues).

W
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Organizational Arrangements to Implement tie KMDP

a. Assess the proposed organizational arrangements for
implementing the KMDP, e.g., the proposed coordinating body,
the steering committees, the relationships between and roles
of the relevant ministries, etec., and will make
recommendations related to appropriate/optimal organizational
arrangements.

b. Recommend program interventions related to institutional and
organizational arrangements (i.e., institutional strengthening
initiatives) which need to be undertaken to make the program
work. This incudes recommendations related to needed
infermation and information flows for effective decision
making to take place.

Inatitutions to be Studied

Both the institutions to be studied and the aspects of those
institutions will be, to a large extent, influenced by the
"narrowing process' described at the beginning of the pPrecedig
scope-of-work. As summarized earlier, the probable institutions to
be included are:

a. Office of the Presidént

b. Government Ministries

1) Ministry of Planning and National Development and the
roles of DRSRS and CBS in the Ministry:

2) Ministry of Agriculture and the roles of the Farm
Management Division and the Development Planning
Division within the Ministry:

3) Ministry of Public Works:

4) Miniétry of Supplies and Marketing and the role of NCPB:

5) Ministry of Transportation.
Local Authorities and Institutions in the Six Selected Market Areas:

1) District Development Committees in Uasin Gishu, Kakamega,
Kigii, Nakuru, Nyeri and Kitui Districts:

' \:‘}\7)

i
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2) District offices of the relevant central ministries in
these districts:

3) Tender Boards in the same six districts:

4) County Councils in the 8ix districts:

Level of Effort and Iiming

The contract period will be sxX wWork weeks. The work will commence
near the time that the Economic and Social Soundness Analysis for
the PAAD 1s completed (on or about June 30).

Regquirementg and Skills

USAID/Kenya will contract with a Kenyan consulting firm which will
be required to assemble a team of experienced consultants to carry
out the scope-of-work. The specialties to be provided will
include: three financial analysts experienced in the analyses of
the types of issues specificied in the scope-of-work related to
public bodies (e.g. ministries), parastatals, and private
institutions involved in the Kenya market system. Each of these .
experts will have a masters degree (or equivalent professional
training) in the areas for which they will be responsible. One
expert will act as team leader. and will be responsible for
finailzing the drafts of each of the studies.

It is intended that these experts will be organized into three
teams. two to undertake the analysis in the six geographical areas

in which the KMDP will focus (one team for each of two areas), and
the third to carry out the analyses of the institutions located in

Nairobi.

The following specialists will be provided by the Contractor:
Institutional Analyst/Team Leader - Central Headguarters:
Financial Analyst - Central Headgquarters:

Financial Analyst ~ Uasin Gishu, Kakamega, Kisii;
Institutional Analyst - Uasin Gishu, Kakamega, Kisii:
Financial Analyst - Nyeri, Kitui, Nakuru.

Institutional Analyst - Nyeri, Kitui, Nakuru
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Reportg

Within the paramenters set forth above the contractor will prepare
two reports and produce a final Institutional/Financial Analysis
section for inclusion in the KMDP PAAD.

a. Institutional/Financial Analysis relating to infrastructure
development. This study will analyze national and sub-
national institutions to be involved in implementation of
the infrastructure component of the KMDP. The general
objectives of this study are to determine the organizational,
managerial and and financial capabilities of the relevant
institutions.

b. Instutional/Financial Analysis relating to agriculture
marketing. This study will analyze institutions which are
involved 1n setting and implementing pricing and marketing
policies for important agricultural goods and in implementing
the Applied Research, Monitoring and Evaluation and Market
Information Systems.

c. The Institutional/Financial Analysis section of the KMDP PAAD
will combine the two analyses into one document in accordance
with the guidelines in AID Handbook 4.

The contractor will maintain c¢lose contact with the project

manager, and will give an oral progress report on findings and
preliminary conclusions to the core program team and other
interested parties midway through the contract period. Upon

completion the contractor will deliver ten (10) copies of the final
report to USAID/Nairobi.

The GOK provide some in-kind support for the study. This will
include: three staff from the Ministry of Planning, one financial
and two 1institutional experts; two vehicles (inclusing petrol and
per diem for the staff, secretarial sgervices, one office and
needed office equipment. Regarding in-country transportation and
secretarial services, part will be providd by the GOK and part

by the contractor.



