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I. Back,round 

Loan 522-1L-02.1 provi ded finiancing ($2.0 millions) to stren'then 
and expand the BNF's Grain Price Stablilization and marketing pro­
gram. One of the principal constraints of the program was thought
to he a lack. of funds sufficient for effective BNF onerations in 
this field. Loan 522-1,-021 provided $1.9 million to the BNT revoi'v­
in,, in for rfnin-ri np grain purchasing operations and $100,000 to 
fund technical assistance and training of personnel responsiible f6r 
its administration. In addition, the BNF agreed to contribute 
$200,000 of its own funds to upgrade rural storage facilities, as
 
well as- some additional funds for technical assistance.
 

I1. Project lixecution 

During the Clisbursement period of the Loan $1,908,587 dis­were 

htursed to tile BNF for reimbursement of g.rain purcha sos made through

its revolving fund. Disbursements of $69,399 were made for Technical
 
assistance and training and the remaining amount oF $23,014 was de­
obligated, l'1e funds disbursed for technical assis tance were used
 
to carry out a s tud) to dove lop a cost accounting system and in ven ­
tory control measures for tho cereals division the BNI: and
of to 
contract the services of a grain storage and handlinp, expert and a 
redesign engineer for the rural collection stations. Funds disbursed
for training were used to carry out an in-couMntrv t ainin, course 
for employees of the cereal division and to cover-costs for 3 parti­
ci pants in a grain storage and handling course held annually, at 
Kansas Statc University. 

In spi te of the above efforts, the purpose of the loan to contri­
bute signi fi cant ly to the stabilization of gra in prices th7 oulih in­
creased grain purchases and storage capacity and [mproved admini.stra­
tion and ma1ii[eent of the cerea ls division of the WNFl was not 
acI hieved. In fact, the fluctilat ions of hasic grain prices have been 
g'reater in the past several years than before this loan project was 
beg,un. Vhi Ic it- cal he 'glled that tlese greater fltuctua t ions are 
partially nttrihut'able to variable weather conditions and untime­to
ly imports , there arc other factors caused the grainwhich price
stabilization project be effective than it haveto less might been. 

From the stnndpoint of focusing on the prohlems at hanl, little 
fai lt can be round with proj ect design other than that it lid not 
pive at ten ioll to hasic polices Iovernin, the gvain pri ce,; aid the 
Simi in, of pullrchases ami1(s a les by the lNI. There is ;a Iitt le doubt 
that in order to con ri hcte signi ficantly to st.abilization of hasic 
grain prices the RNI: needed to increase its grain pi)rchas ilug and 
storage caluicity and imlrove the admi n istration .iald mana0gement of its
grain purchasing, Iiandling and storage operations. Furthermore, few 
would argue against the steps chosen to achieve the above; i.e, (1) 
an i 1*iecti nn of capital into the grain purchasing fund; (2) up-grad­
inp and expansioiof rural buying stations; (3), i-mproved admmIinist1'a -
Live proceduhres and (.4) training of personnel. Instead, for tile most
parlt , fa illc! to achieve purpose can be attributed to too little 
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too late rather than tile wrong presctiption. 

It is di fficut to .jidge whether the $1.9 millio injCtiOll it) 0he g rain Ilurclasin g tirld was too nich or too little considering the hi'ff1ci.16ncicsinhcrcnt in the rest of the stabilization program. 

However, there can be little doubt that the emphasis placed on training
of personnel was grossly inadequate considering the extent to which adminis­trative and management deficiencies led to inadequate maintenance andincorrect operation of hoth central and rural storage and handling facilities
which in turn greatly reduced their capacity to contribute towards-price
stabilization. These administrative and managemient deficiencies also contri­bited to unnecessary and prol]onged del ays in the acqu isit ion and instal1 lationof machinery ;and cq:iplneit (counterpart contribution) to upgrade and expandthe rural collection and storage facilities. Only now are some of theinstallations being completed. One can only speculate theon extent to whichthese improved rural storage facilities would have contributed to more stableprices for basic grains. Nevertheless, there lzive b1een -nImIerous instances inhilich the lack of adeqluate rual grain handling (cleaning and drying) andstorage facilities can be blamed for losses of mature grain at harvest time or have led to local (regional) scarcities in 
cases of reduced local (regional)

production.
 

Furthermore, increased storage costs resulting from inefficiency in the
 
operation of existing st1r1ge ul dlil18
alnd facilities aInd corre!.pod ing losses 
of stored grain havc uldouhtedly contributed to higher grain "prices. 

As mentioned above, one of the cncial elements of any price stabilization program which this project did not give attention to is tie policy upon w ichadministrativc decisions gnverning the progra. are based. Aclmittcdly it is aproblem which is not unique to this program or this country. But the fact
rcnn ins that decis ions regardingp the setting of prices in the stabil iza t ion
prograim have been based more on 
 pol i tics and guesswork thln ol basic inolIedgeabout existing reIl il ioeslii ps between SUpply and demaind, how til edcteniiincpr'ice, lndviceXersa Irrcgrdlcss of 010ther -it wold have hald an cffect 
on tile Iulti mate deicsions regarding pricing policy, the persons ma king thesedecisions were not guidcd by a work ing, lMowlcde of floor price; coil ing price;ijlC('itivc price cic. I lrihcniinic adeliniiistra)tioin (id not- live le hcnefit
of exprel-iso in how i to tl:ethr nmrketinig power, i.V., 01ien ad hw 1mch tobuy and sell, 1hat the revolving fund gave the stabil izaticn program to effectprices. As a resurlt, pol icy dccisions to buy and sell were also more oftenIhasd oil pol iI ics and guc5)ssork than knowledge of tle economic relationships
involved. 

Other weaknesses in tile price stabi l ization program which this loan focused on were a lack of adequate inventor)' crnt rol and of a cost accounting systemfor. the grain pIrrchas i ng, storage nnd h;ndling operation. As indicated earlier a study For the purpose of estahlishing these mcasures was completed under
loan. Il%1ile the 1INF has attempted to employ the measures recoilnended as a 

the 

result of the study, nmierous problems still exist in these two areas. Sae 
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1i11ine h111l) leus on h; reconenfed uCsIy's.rep,partict 1 :rI), the .accountingsYstem, heing too complex for the BNF operation. flowevr, those i'roblciL.may also be partially blamed on the lack of adequately trained personnelimplement them. In addition, to
it is evident that changes could be made to
improve the inventory control procedures. 

IllI. Recommended Actions
 

To realize the full potential of the grain storage facilities and therevolving grain purchasing fund to contribute to the stabilization of basicgrain prices, the cMIt and A.I.D. should act jointly and quickly to resolvethe admini strative and management problems which have contributed to theineffective and inefficient operation of the facilities and the Lurid. llisaction should involve technical assistance in a(hninistration and managemnentof the stabilization program, including guidance in establishing hasicpolicy. Assistance in the management and operation of the grain storageand handling facilities should also be provided. In addition, eithersufficient training. should be provided so that existing personmel can effectivelycarry out their duties, or personnel who are adequately trained for the jobshould be hired. 


