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9, Approval Requested for Commitmmt of 10. Appropriation Bu.t Plan Code 

S 2,000,000 
! I. Type Funding 112. Local ClU1'eacy Arnnsement U. Ettimeted Delivery Period 114. Tranuction EIJeibllity Date 

o Loan ItJ Gunl ~ Informal 0 Formal 0 N ... ,. July-December 1990 May 15, 1990 .. .. 
• J, Commodlues fUlanced 

N/A 

16. Permitted Source 
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Free World 

Cash $2 t 000,000 

17. E.timated Source 

u.s. 
Indualrialiud Counlri .. 

Local $2,000,000 
Other 

18, Summary De~ption 
The purpose of the Kenya Market Developnent Program is to develop a !rore efficient 
national maize and bean marketing system that will provide greater price 
incentives to maize and bean producers. The four-year Program will provide 
$10,000,000 (DFA) in sector dollars grants for policy changes intended to improve 
agricultural marketing efficiency and $5,000,000 (DFA) for technical assistance, 
training and comoodities in support of the policy changes. An additional 
$40,000,000 worth of PL 480 Food for Progress food aid will be provided. The GOK 
is to provide $ 38.000,000 (equivalent) in local currency to be used to 
rehabilitate inter-market roads. 

program Conditionality and Negotiating Status 

The principal policy issues and proposed reform measures outlined in this docwnent 
have been discussed and reviewed at the Permanent Secretary level in the 
Ministries of Finance, agriculture and Public Works. The analysis on which the 
policy agenda is based was directed by the Ministry of Planning and National 
Development (MPND) Sectoral Planning 

*Note that the conditionality being authorized by this PAAD is substantively the 
same conditionality that will appear in the Food for Progress Agreement. 
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19. Clearance. 
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Division ~hose ch~ef ~as the chairperson of the o!igi~al ~~D? 
Development Committee. Thi3 committee ~as composed of techn:ca: 
representatives from the Ministries of Agriculture, Planning and 
National Development, Public Works, Supplies and Marketing, and 
the National Cereals and Produce Board. The MPND representative 
also chaired the Committee's review of the analyses, findings and 
recommendations. Within these fora, GOK representatives have 
agreed with the goals outlined in the reform agenda, although 
questions remain as to timing and specific indicators. Finally, 
the market structure policy reforms are in complete accordance 
with the GOK 1989-93 Five Year Development Plan and Sessional 
Paper No. 1 of 1986. 

The following is the substance of the non-routine conditions upon 
satisfaction of which disbursements will be made. It is 
anticipated that during the course of negotiations there may be 
non-substantive refinements in the language of the conditionality 
and covenants. As specifically noted, for each condition 
presented, the condition may apply to the project and/or the 
program and/or the PL 480 assistance. The language of the 
conditionality will be designed to reflect the mode of assistance 
against which it is written. The underlying principle has been to 
link policy-based program and PL 480 conditionality. To allow for 
adjustments to a dynamic policy environment, some flexibility has 
been intentionally built into the conditionality. Yearly 
implementation plans for the institutions involved in carrying-out 
and analyzing the impact of the policy reforms will help to adjust 
and refine the reform agenda. Likewise, the variability of 
agro-ecological conditions within Kenya, fluctuating international 
agricultural commodity markets, the impact that the cereals sector 
has on GOK budget deficits. and the important role that 
agriculture plays in the Kenyan economy also demand the 
flexibility that has been designed into the conditionality. 

1. Condition Precedent to Initial Disbursement/Assistance 
(Applicable to KMDP Project and PL 480 Assistance) 

a. For Initial U.S. $15 Million PL 480 Food Assistance Only 

Prior to the provision by A.I.D. of the initial U.S. $15 million 
of PL 480 food assistance, or to the issuance by A.I.D. of 
documentation pursuant to which such assistance will be provided, 
the GOK shall provide, in form and substance satisfactory to 
A.LD.: 

Documentation confirming that the GOK, through its Ministry of 
Finance, has formally proposed a Kenya Market Development Program 
line item for inclusion in the budgets of the Ministries of 
Agriculture and public Works which sh"all not be less than the 
Kenya Shilling equivalent of U.S. dollars 40 million over the life 
of the Program. The schedule for inclusion of said funds shall be 
the subject of future Project Implementation Letters (PILs) to be 
issued by A. I .0. 

Project~d date for compliance with CP: April 1, 1990. 
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b. For Initial a.s. $5 Million KM~P Project 9isbursemen: :~:~ 

prior to the disbursement by A.I.D. of any funds made available 
under the KMDP Project for technical assistance, training or 
commodities, or to the issuance by A.I.D. of documentation 
pursuant to which such disbursements will be made, the GOK shall 
provide, in form and sUbstance satisfactory to A.I.D.: 

Documentation confirming that the GOK, through its Ministry of 
Finance, has formally concurred in writing with the Request for 
Proposal (RFP) for technical assistance, training and commodity 
procurement to be financed under the Kenya Market Development 
Project Agreement. 

Projected date for compliance with CP: September 1, 1990 

2. Conditions Precedent to Each SUbse~uent Disbursement/Assistance 
(Applicable to KMDP Program and PL 48 Assistance) 

Prior to the disbursement/provision by A.I.D. of any sector dollar 
grant and/or PL480 food assistance, or to the issuance by A.I.D. 
of documentation pursuant to which such disbursement/assistance 
will be made, the GOK, through its Ministry of Finance, shall 
provide, in form and substance satisfactory to A.I.D., 
documentation confirming that: 

a. The budget allocations for the Ministries of Public Works and 
Agriculture have not been reduced below the budget allocation 
levels for such institutions established in the Government of 
Kenya's Forward Budget for 1990/91. GOK Kenya Shillings provided 
to such institutions as otherwise required by this Program are to 
be additive resources for such institutions and shall not be 
included for purposes of this Condition Precedent. 

b. The Ministry of Public works has increased the recurrent 
budget support for non-salary items for the Roads Maintenance 
Branch by not less than 10% in "real" terms (incremental 
percentage increase less the prevailing inflation rate) for the 
year previous to the year in which the disbursement is sought, and 
has not decreased allocations to the Roads Maintenance Branch 
below the budget allocation for the Kenyan FY 1990/91. In no 
case, shall resources be made available for non-personnel items in 
the Road Maintenance Branch's budget by reducing other road 
maintenance related budget allocations. 

c. The Ministry of Agriculture (MOA) has planned and conducted a 
publicity campaign via the press, radio and administration 
services to inform consumers, producers, and the relevant public 
and private sector parties of the most current laws, regulations 
and policies affecting the movement and marketing of maize, 
processed maize, beans, millet and sorghum within and between 
administrative districts. The specific requirement for compliance 
with this condition shall be the subject of a PIL to be issued by 
A.I.D., but at a minimum shall include: 

(1) For each year for which disbursement is sought, a written 



jesCri?:~0n .~ :~Si3:3: 0n af~ecting the mcvement J_ ~ai:~, 
processed maize commodi ies, beans and minor grains ~i:h!~ Kdnya. 

(2) For each year for which disbursement is sought, a schedule of 
public announcements for removal of movement controls on specified 
agricultural commodities for that year. The specific requirements 
for compliance with this condition shall be the subject of future 
PILs to be issued by A.I.D. 

(3) For each year for which disbursement is sought, written 
confirmation that the publicity campaign set forth in (c) above 
has been conducted by the the MOA in a timely manner prior to that 
year's marketing seasons. 

(4) For each year for which disbursement is sought, written 
confirmation that district and provincial authorities have been 
informed of the regulations described in (c) above and that their 
compliance with these cu:rent laws, regulations and policies is 
required. 

3. Conditions Precedent to Specific Disbursements/Assistance 
(Applicable to KMDP Program and PL 480 only) 

a. Initial Tranche Sector Dollar Grant Disbursement (U.S. 2 
Million Sector Grant 

Documentation, in form and substance satisfactory to A.I.D., that 
the GOK has: 

(1) Through its Ministry of Finance, instructed the MOA that the 
MOA's Farm Management Division is mandated to collect, compile and 
disseminate, via the media, the MOA extension service, and other 
administrative channels, unofficial and official market price 
information on grain and horticultural commodities, to begin with 
the 1990/91 market season; and 

(2) Through the Ministry of Agriculture, developed and is 
implementing a plan for increasing the accuracy, timeliness, 
reliability and use of the MOA's disseminated market price 
information. 

Projected date for Compliance with CP: December 1, 1990 

PL 480 
lon PL 480 

Documentation, in form and substance satisfactory to A.I.D., that 
the GOK, through the Ministry of Finance, has: 

(1) gazetted and announced via the public media and government 
administrative channels the elimination of all movement controls 
on beans and has inf~rmed the district and other administrative 
authorities that their compliance with these reforms is required: 
and(2) has removed beans, millet, and sorghum from the list of 
scheduled commodities. 



?rojec:ed date for compliance with C?: April 1, 1991 

and PL 480 
15 Million PL 

Documentation, in form and substance satisfactory to A.I.D., that 
the GOR, through the Ministry of Finance, has gazetted and 
announced via the public media and government administrative 
channels the elimination of movement controls on maize and maize 
products and has instructed district and other administrative 
authorities that their compliance with these reforms is required. 

projected date for compliance with CP: April 1, 1992 

4. Covenants 

a. The Government of Kenya does hereby covenant to undertake an 
assessment of the environmental consequences of its road. 
rehabilitation activities ;inanced by its contribution to the 
Kenya Market Development Program, which assessment shall include: 

(1) a review of adverse environmental impacts for each said GOK 
road rehabilitation design and execution; and 
(2) a plan for mitigation of identified adverse environmental 
impacts, if any. 

b. The Government of Kenya shall provide to USAID, on a no less 
than annual basis, a report setting forth for each completed road 
rehabilitation activity financed by the GOK contribution to the 
Kenya Market Development Program to include: 

(1) a description of each road rehabilitation activity; 
(2) a statement of the adverse environmental impacts, if any, of 
said activity; 
(3) a description of steps taken to mitigate said adverse 
environmental impacts; and 
(4) an evaluation of the success or failure of said mitigations. 

c. The Government of Kenya does hereby covenant that, in addition 
to specific requirements of the Conditions Precedent set forth 
under KMDP, it will seek to increase real road maintenance 
budgets, allocations and expenditures to a level commensurate with 
requirements to maintain efficient inter-market transportation of 
agricultural commodities. During program implementation, the 
required increases shall be the subject of annual consultation 
between USAID and the Ministry of public Works, the first such 
consultation to be held no later than May 1, 1990. No less than 
30 days after each such consultation, the GOK shall provide a 
report describing its proposal for compliance with this covenant. 
d. The Government of Kenya does hereby covenant to maintain the 
legislative and administrative reforms established under this 
program. 



.• PROJECT AUTHORIZATION 

Name~:of Country: Kenya 

Nam~ ~f Project: Kenya Market Development~p~oj~ct 

Number of Proiect: 615-0250 

1. Pursuant to Title II of the Foreign Operations, Export 
Financing, and Related Pro~rams Appropriations Act of 1990 
(Sub-Saharan Africa, Development Assistance), and the Foreign 
Assistance Act of 1961, as amended, I hereby authorize the 
Kenya Market Development Project fo~ Kenya involving planned 
obligations not to exceed Five Million United States Dollars 
($5,000,000) in grant funds over a four year period from the 
date of authorization, subject to the availability of funds in 
accordance with the A.I.D. OYB/Allotment process, to help in 
financing foreign exchange and local currency costs for the 
Project. The planned life of the Project is four years from 
the date of ini~ial obligation. 

2. The Project consists of technical assistance, training and 
commodities in support of and complementary to the policy 
reforms undertaken under the companion Kenya Market Development 
~rogram (615··0242). 

3. The Project Agreement, which may be negotiated and executed 
by the officers to whom such authority is delegated in 
accordance with A.I.D. regulations and Delegations of 
Authority, shall be subject to the following essential terms, 
and the following covenants and major conditions in substance, 
together with such other terms and conditions as A.I.D. may 
deem appropriate. 

a. Source and Origin of Commodities, Nationality of Service 

Except as A.I.D. may otherwise agree in writing: 

(1) Commodities financed by A.I.D. under the Project shall 
have their source and origin in countries included in A.I.D. 
Geographic Code 935. All reasonable efforts will be used to 
maximize U.S. procurement whenever practicable. Air travel and 
transportation to and from the L.S. shall be upon certified 
U.S. flag carriers. 

(V\ 
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(2) Except for ocean shipping, the suppliers of commodities 
or· services financed by A.I.D. under the Project shall have 
countries included in A.I.D. Geographic Code 935 as their 
places of nationality. All reasonable efforts will be made to 
maximize u.s. procurement whenever practicable. Air travel and 
'transportation to and from the U.S. shall be upon certified 
U.S. flag carriers. 

(3) Ocean shipping financed by A.I.D. under the Project. 
shall be financed only on flag vessels of the countries 
included in A.I.D. Geographic Code 935 subject to the 50/50 
shipping requirements under the Cargo Preference Act and the 
regulations promulgated thereunder. 

b. Condition Precedent: 

Prior to the disbursement by A.I.D. of any DF~ financing for 
technical assistance, training or commodities made available 
under this Grant, or to the issuance by A.I.D. of documentation 
pursuant to which such disbursements will be made, the GOK 
shall provide, in form and substance satisfactory to A.I.D., 
documentation that the GOK, through its Ministry of Finance, 
has formally concurred with the Request for Proposal (RFP) for 
technical assistance, training and commodity procurement to be 
funded under the Kenya Market Development Project Agreement. 

c. Covenants: 

(1) The Government of Kenya does hereby covenant to 
undertake an assessment of the environmental consequences of 
its road rehabilitation activities financed by its contribution 
to the Kenya Market Development Program. 

(2) The Government of Kenya shall provide to USAID, on a 
no less than annual basis, a report for each completed road 
rehabi~itation activity financed by the GOK contribution to the 
Kenya Market Development Program, to include a description of 
the road, a statement of the adverse environmental impacts, if 
any, a description of steps taken to mitigate any adverse 
environmental impacts, and an evaluation of the success or 
failure of mitigation steps. 

(3) The Government of Kenya does hereby covenant that, in 
addition to specific requirements of the Condition Precedent 
set forth under KMDP, it will seek to increase real road 
maintenance budgets, allocations and expenditures to a level 
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[SSTRL'CTIO~S 

The approved Project Data Sheet summarizes basic data on the project and must provide reliable data for 
entry into the Country Program Data Bank (CPDB). As a general rule blocks 1 thru 16 are to be complete 
ed by the originating office or bureau. It is the responsibility of the reviewing bureau to aaumc: ~t 
whenever the original Project Data Sheet is revised, the Project Data Sheet confol1Dl to the reYWOn. 

Block 1 ·Bnte; the appropriate: ~etter code in the box, if a chante, indicate the Amendment Number. 

Block 2· Enter the name of the Country, Regional or other Entity. 

Block 5-Enter the Project Number assign~d by the field mission or an AID/W bureau.· 

Block 4 • Enter the sponsoring Bureau/Office Symbol and Code. (s •• IIM .... ~. J".j.,~A. T .... ~.i ... l. 
forpH=u.) I' ' . .., . " 

. Block 5· Enter the Project Title (.,., _IIal",,;'ua;IiItIII.4DcIwNeun). 

Block 6 • Enter the Estimated Project Assistance Completion Date. (s.. AlITI'O cn.IIr ..f..24 .,. 1/21(11. ,;.... 

",~ C. r.p 2.) 

Block 7 A. - Enter the FY for the fllSt obligation of AID funds for the project. 
Block 7B. - Enter the quarter of FY for the first AID funds obligation. 
Block 7C. - Enter the FY for the last AID funds obligations. 

Block 8 - Enter the amounts from the 'Summary Cost Estimates' and 'Y'mandal Table' of the Project 
Data Sheet. 
NOTE: 'I'M LIC column miW show the estimated U.S. dellan to be .... for de fi!wIdJw ofloc:al 

cost! by AID on the lines correspoodinS to AID. 

Block. 9 - Enter the amounts and details from the Project Data Sheet sectioo refIectiDg t!!e utimatecl rate 
of use of AID funds. 
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Blocks 9B., Cl. &: C2. - See Handbook 3, Appendix 5B for guidance. The total of colUJDDI 1 and 2 of 
F must equal the AID appropriated funds total of SG. 

Blocks 10 and .11 - See Handbook 3, Appendix 5B for guidance. 

Block 12 - Enter the codes and amounts attributable to each CODCeI'D for Life of Project. IS- B e_. .J. 
...",... "'. A"-'--t C far cfKlirw.) . 

Block 15 - Eater the Project Purpose as it appcan in the apprcwed Pm FKabeet. or u lD~ed cIuriDg 
the project development and reflected in the Project Data Sheet. 

Block 14 - Enter the evaluation(s) scheduled in ~ .ection. 

Block 15 - Eater the information related to the procurement takI:n from the appropriate .ldioa of the 
~ject Data Sheet. 

Block. 16 -1'hiI block it to be used with requests for the amendment of 3 project. 

Block. 17 - This block it to be signed and dated by the Authorizing Official of the originilliDfl: o~ •. ~ 
Project Data Sheet wiD not be :,~cwcd if this Data Slt.cct is Dot sigDcd aDd dated. OalllOt IDltiaI. 

Block 18 - This date is to be provided by the cffic:e or bumw responsible fOl" the procalliDg .,f the docu· 
ment COW'C1'Cd by this Data Sheet. 

AID 1550-4 (8-79) back 
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. commensurate with requirements to maintain efficient 
inter-market transportation of agricultural commodities. 
During program implementation, the required increases shall be 
the subject of annual consultation between USAID/Kenya and the 
Ministry of Public Works. No less than 30 days aft€r each such 
consultation, the GOK shall provide a report describing its 
proposal for compliance with this covenant. 

(4) The Government of Kenya does hereby covenant to 
maintain the legislative and administrative reforms established 
under this program. 

G. Boll nger 
Assistant Administrator 
for Africa 

t.II.'1~ 
Date 

Clearances: 
AFR/EA:DLundberg date ___ ~~~ 
AFR/DP:JWestley date~~~~ 
AFR/TR:RCobb date 
PPC/PB/C:RMaushamm r date~~~A-
AFR/PD:AHarding date~CH~~ 
GC/AFR:ESpriggs date 
DAA/AFR:ELSaiers dat;~ 
AFR/PD:TBork .~ dat~ 

Drafted :AFR/PD/EAP: PFeiden: DOCt0080J: x78286: 5-8-90 .... 



I. EXECUTIVE SI)HNARY 

Agricultural GOP grew at an average annual rate of 4.6% during the 
period 1963-72 but slowed to 2.8% during the period 1973-87. The 
sector employed 3.6 million people (both formal and informal), or 
over 70% of Kenya's estimated labor force in 1988. The diminished 
growth rate, the high percentage of agricultural labor as a 
percentage of total labor force, and the fact that Kenya's annual 
population growth rate of 3.8% indicates increasing employment 
demand in the sector all underline the imp.~rative of improving 
productivity in the agricultural sector. Bec~use of the 
fundamental role of agriculture in the Kenyan economy, agriculture 
must continue to grow, at an accelerated rate, if the standard of 
living for Kenya's growing population is to improve. 

Major constraints to improved productivity include: 1) limited 
arable land; 2) the lack of a well developE!d marketing system; 3) 
agricultural input supply limitations; and 4) research and 
extension limitations. 

Arable land is 19\ of total land area, and any attempt to increase 
it through rehabilitation of arid and semi-arid lands would be far 
less efficient than concentrating on alleviating other major 
constraints. Input supply constraints are being addressed through 
successful Government of Kenya (GOK) programs (the parastatal 
Kenya Seed Company), USAID programs (Fertilizer Pricing and 
Marketing Reform Program) and private sector supply systems for 
agricultural machinery and veterinar~ supplies. Research and 
extension constraints a~e being addressed through assistance from 
USAID, the International Bank for Reconstruction and Development 
(IBRD, the World Bank or the Bank) and the European Economic 
Commission (EEC) to the Kenya Agricultural Hesearch Institute 
(KARl). The one mRjor constraint that has not been successfully 
addressed is agricultural marketing. Thus, KMDP is designed to 
help improve the efficiency of agricultural markets in Kenya. 

A. Program Goal and Purpose 

The Program goal is to assist Kenya in achievilg increased 
agricultural productivi ty and increased net fa,:m incomes. The 
Program purpose is to develop a more efficient national maize and 
bean marketing system that will provide greate]' price incentives 
to maize and beans producers. 

B. Program Description 

In o~der to achieve the purpose, the four-year ?rogram will 
pro"ide $10 million in DFA Dollar Sector Grants and $40 million ini 
Food for Progress commodities for policy init:ial:ives that will 
result in: 1) the removal of movement controls (In maize and beans 
and the public announcement of this; 2) the systematization of the 
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announcement of market price information; and 3) a 10\ annual 
increase in road maintenance budgets. An additional $5 million in 
DFA funds will finance the technical assistance and training 
necessary to institutionalize policy analysis capability in 
relevant GOK agencies. The $38 million GOK host country 
contributions will be used to address infrastructure constraints 
to market efficiency by financing the rehabilitation and 
maintenance of approximately 1,500 kilometers (kms) of 
inter-market roads in the following districts: 1) Kakamegai 2) 
Kisiii 3) Kitui; 4) Nakuru; 5) Nyeri; 6) Uasin Gishui and 7) 
Narok. The GOK counter-deposit equivalent to the $10 million 
grant will be programmed in support of the sector program 
objectives. It is in addition to, and will be programmed for use5 
separate from, the $38 million-equivalent host country 
contribution. 

c. Beneficiaries 

The broad categories of beneficiary groups include producers, 
traders, millers and consumers of maize and beans. In general, 
farmers producing on 8-20 hectares (ha) of land, traders who trade 
in eight ton or greater lots, small millers (posho), and 
low-income urban consumers are expected to receive the most 
significant benefits as a result of KMDP-sponsored reforms. Those 
who are less disadvantaged under the current system (viz., very 
small farmers in high potential agricultural areas, farmers 
producing on more than 20 ha in all areas, large millers and 
high-income urban consumers) will receive fewer benefits under 
KMDP. A detailed analysis of each group, including relative 
magnitudes and sources of benefits, can be found in Unattached 
Annex A - Economic Analysis and Unattached Annex B - Social 
Soundness Analysis, and is summarized in Section V. C. Beneficiary 
Impact Analysis. 

D. Food Assistance 

Planned food assistance through a multi-year, grant-funded PL 480 
Food for Progress agreement is an integral component of the 
Program. Food for Progress uses U.S. food resources in support of 
agricultural sector policy reform. In tandem with DFA resources, 
the Food for Progress mechanism will provide food assistance for 
policy changes intended to produce a supportive policy climate in 
which more efficient maize and bean markets will be stimulated in 
Kenya. 

E. Program Resources 

The proposed Program is a four-year (FY90-93) activity. Subject 
to the availability of funds, the Program is composed of the 
following funding sources, amounts and disbursement categories. 
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. . 'r.able 1 
,r'rlustx:a.tiye Budget 

'." ($000\> 

Amount 

$10,000 

3). GOK' 
Contribution, 

'$ 5,000 , 

$38,000 
(equivalent) 

. Total $53,000 

Table 2 
Summary of Inputs by FY • 

($000) 

. Disbursement 

Performance 
Disbursement 

TA contract 

LC for road 
rehabilitation 
and maintenance 

FY 90 FY 91 FY 92 FY.93 ',Total 
GOK AID GOK AID GOK AID GOK AID" 'GOK' . AID . 

Cash 5000 5000 

TA 4000 1000 

GOK/ 
KSh 14000 10000 14000 _____ _ 

14000 4000 10000 6000 14000 5000 

F. Policy Conditionality 

10000 

5000 ' 

38000 
38000 15000 

The Program purpose will be achieved thtough conditionality 
(with supporting covenants) focused'on three basic policy 
changes: 

(1) the removal of movement controls on maize and beans and 
broad public dissemination of this information; 

(2) regular public announcements of market price information 
via the print and broadcast media; 

(3) a 10\ annual increase in the non-personnel portion of the 
operations and maintenance budget of the Ministry of 
Public Works/Roads Maintenance Branch.' 
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II. BACKGROUND 

A. Macroeconomic Framework 

1. Highlights of Current Macroeconomic Situationl 

Since gaining its independence in 1963, Kenya has been among 
the best economic performers in sub-Saharan Africa. In the 
past five years, Kenya's economy has achieved ad annual growth 
rate of close to 5\ per year, following a period of sluggish 
growth in the early 1980s. Recent high levels of economic 
growth have been fuelled by: 1) strong agricultural growth made 
possible by highly favorable weather conditions, increased 
fertilizer utilizatio~, ~nd policy reforms that have improved 
farmer incentives; 2) in~reased imports that have been financed 
by lower oil prices and increased foreign assistance; 3) , 
increased government spending (nearly 20\ average annual 
increases in the past five years) to "prime the pump" of the 
economy, also funded by donor assistance; and 4) strong 
performance in tourism and horticulture. Also significant is 
the fact that Kenya's population growth rate has begun to slow~ 
decreasing from 4.1\ in 1984 to 3.8\ in 1989. 

As Kenya ~nters the new decade, however, there are signs that 
the growth spurt of the late 1980's is weakening. Economic 
growth for 1989 is likely to decrease to around 3\, while 
inflation is re-emerging as a major problem. After averaging 
under 10\ for the past five years, the annual inflation rate is 
presently estimated to be over 15\. Recent declines in the 
international coffee market are weakening export performance, 
and it is unlikely that the increases in the numbers of 
tourists that took place in the latter half of the 1980s can be 
continued. Beginning in 1988, official grants, loans, and 
International Monetary Fund (IMF} lending combined to become 
the largest source of foreign exchange, exceeding coffee, tea 
and tourism earnings combined. But it is not certain that the 
high levels of foreign assistance that Kenya has received in 
the past few years will be maintained, especially given the new 
demands on donor resources emanating from Eastern Europe. 

Despite relatively strong and su~tained levels of economic 
growth, there has been little structural transformation of the 
productive sectors in the Kenyan economy. Industry's share of 

1 For a more detailed analytical summary of recent 
macroeconomic developments, see IBRD, Kenya Recent Economic 
Developments and Selected Policy Issues, 1989. See also, 
USAID, Kenya Country Development Strategy Statement, 1990. 



- 5 ~ 

GOP has increased only marginally in the past twenty years. In 
fact, while Kenya has done better than most sub-Saharan African 
countries, its performance looks much weaker in comparison to 
other politically stable Third World countries that are striving 
for transformation to an industrialized economy. These Newly 
Industrializing Countries (NIC) have achieved rates of economic 
growth and industrial transformation much stronger than that of 
Kenya. 

A major reason that Kenya's economic performance has not equalled 
that of the NICs is inefficiency of investments. While Kenya has 
maintained high rates of domestic savings (20\ of GOP) and 
investment (25\ ~f GOP in 1987), the quality of investment is 
low. Gross fixed capital formation decreased from over one-third 
of GOP in 1978 to less than one-fifth in 1988. The GOK's 
Sessional Paper No. I of 1986 states that if the rate of return on 
investment in Kenya equalled the global average, growth in the 
economy would be at least two percentage points higher per annum. 

Kenya's balance-of-payments is exhibiting several disturbing 
trends. The trade balance has been dominated in recent years by 
rapidly increasing imports while exports have decreased in dollar 
terms. While rising tourism earnings partially offset this 
imbalance, they were in turn offset by increased outflows of 
investment income. Thus, the current account of the balance of 
payments has been increasingly in deficit. On the capital 
account, the drying up of foreign direct investment (and actual 
disinvestment) was offset by official long-term loans and grants. 
Kenya has thus become increasingly dependent on foreign assistance 
for its ba~ance-of-payments stability. 

Over the past five years, Kenya's total external debt has grown 
from $3.7 billion in 1984 to $5.9 billion in 1987. In spite of 
the resulting high debt service obligations, Kenya has maintained. 
a strong credit rating by meeting all of its obligations and not 
rescheduling its debts. In 1989, Kenya began to benefit from 
bil~teral debt reduction programs introduced by several major 
donors including the U.S., Germany and France. Nonetheless, 
Kenya's capacity to maintain its credit rating through debt 
repayment will not be sustainable unless recent export stagnation. 
is reversed. 

The GOK has worked very closely with both the IMF and the IBRO 
during the last decade. It has received a series of seven 
stand-by arrangements from the IMF in support of economic 
stabilization efforts and has, at the same time, entered into five 
structural adjustment lending agreements with the Bank. These 
efforts have paid off as Kenya has avoided the sharp external and 
domestic disequilibria that have plagued many African nations. 
The latest IMF arrangement is an Enhanced structural Adjustment 
Facility (ESAF) loan of SOR 240 million that disbursed SOR 80 
million in 1989. 
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2. Implementation of Stabilization and Adjustment Measures 

The GOK's record of implementing stabilization and adjustment 
efforts has been mixed. The Government has been able to undertake 
difficult stabilization measures, especially during periods when 
severe economic instability threatened. On the other hand, these 
efforts have proven difficult to sustain after the potential 
crisis subsides. Similarly, while the GOK has articulated an 
ambitious program of structural adjustment, implementation of the 
program has been slow as well as spotty. 

Beginning in the early 1980s, Kenya has followed an increasingly 
active foreign exchange management program in efforts to attain 
and sustain economic stabilization. The shilling has been 
devalued by over 50\ since 1982, allowing Kenyan exports and 
tourism to maintain their competitiveness. The Central Bank of 
Kenya maintains a program of periodic marginal devaluations to 
ensure that the shilling does not become overvalued. 

A major focus of stabilization efforts has been the interlinked 
issues of inflation, monetary growth and the budget deficit. In 
the early 1980s, inflation had averaged over 15\ per year. 
Stabilization efforts in the 1984-88 period brought this rate to 
under 10\. Lowered inflation was the result of improved fiscal 
and monetary discipline. The budget deficit was reduced from over 
7\ of GDP in 1986/87 to under 4\ by 1988/89. With the exception 
of 1986, when high coffee prices and low oil costs generated a 
terms-of-trade windfall, monetary expansion has been held in 
check. Between 1984 and 1988 (excluding 1986), growth in money 
supply (M2) rose at an annual rate of 11\. 

However, in late 1989 there were strong indications that the rate 
of inflation was sharply increasing, fuelled by the increase in 
government spending and monetary expansion. An increased rate of 
inflation will make efforts to maintain positive real interest 
rates more difficult as well as putting pressure on the exchange 
rate management system. The GOK's efforts to rationalize 
budgetary expenditures, a major focus of its structural adjustment 
program, are moving forward much more slowly than was planned. In 
the past two years, expenditures have increased substantially ~ore 
rapidly than revenues. The Government is beginning to implement 
"fee-for-service" schemes in several sectors, but their impacts 
will not be felt in the short-term. Budgetary expenditures as a 
percentage of GOP are actually higher now than at the beginning of 
Kenya's structural adjustment efforts. Similarly, government 
employment as a percentage of total employment has increased 
during the period of adjustment. 

As part of its adjustment efforts, the GOK has liberalized the 
import regime, replacing quantitative restrictions for the vast 
majority of imports. Despite this, a recent study of export 



- 7 -

incentives has found the trade regime still retains a strong 
anti-export bias. 2 The system of fixed wholesale and retail 
prices has also been largely dismantled. Plans are on the books 
for even more price liberalization. The GOK has also begun to 
restructure the financial sector by undertaking such means as 
creating a Capital Markets Development Authority. The Central 
Bank has reactivated its rediscount facility and established an 
informal Open Market Committee. Most observers believe that these 
efforts will have to be substantially deepened in order to have 
their intended effect of stimulating private sector investment and 
improving productive efficiency. 

B. The Agricultural Sector and Major Constraints 

1. The Role of Agriculture in the Kenyan Economy 

The growth and development of the Kenyan economy over the next 
several decades will depend largely on the agricultural sector. 
The food and agriculture industry, which includes farming and 
supporting service and input industries, accounts for 
approximately 67% of gross domestic product. The sector employs 
over 70% of the population, contributes approximately 60% of 
foreign exchange earnings, and provides nearly all the country's 
food supplies. The average annual growth rate in agricultural GOP 
for 1963-72 was 4.6%, but declined to 2.8% during 1973-87. The 
slowing growth rate, coupled with a population growth rate of 3.8% 
and limited arable land, raises serious questions as to how the 
agricultural sector will achieve the sustained per capita growth 
required for Kenya to realize its development objectives. 

Sessional Paper No. 1 of 1986 stresses that national growth 
targets are unobtainable without rapid growth in agriculture. 
This comes at a time when resources available for expanding 
agricultural output, especially land resources, are increasingly 
limited. Of Kenya's 44.6 million hectares of land, only 8.6 
million hectares (19\) are medium to high potential agricultural 
land. Much of the rest is used for extensive livestock grazing or 
taken up by national parks and forest reserves. Although perhaps 
500,000 hectares of land could be brought into production under 
irrigation, drainage, or flood control, by and large Kenya's 
agricultural sector will have to provide for both food security 
and export growth on its existing crop and dairy land. 

Given the effective land constraint, the GOK intends to focus on 
increasing agricultural productivity to achieve its sectoral 
objectives. In Sessional Paper No. 1 of 1986, the GOK identified 
three broad strategies - increased intensity of input use, 
development of more productive technologies, and shifts to higher 
valued cropping mixes. First, within existing cropping patterns, 

2 See Kenya Association of Manufacturers, Export Incentive 
Study, 1989 
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farmers will be encouraged to adopt more productive practices, 
especially the wider use of improved varieties, fertilizer, and 
disease and pest control. Pricing policies, marketing policies 
and institutions that implement them, and the extension service 
will be the main instruments through which higher yields will be 
pursued. Second, research into new varieties, especially of maize 
and other coarse grains, will be accelerated to generate new, 
high-yielding varieties to keep pace with increasing consumption. 
Third, production will be diversified in favor of higher-valued 
commodities, e.g. coffee, tea, and horticultural produce, and away 
from lower valued commodities such as maize and dairy products. 

2. The Prominence Qf Maize and Beans in Kenyan Agriculture 

Maize and beans are ranked 12th (value produced per hectare) among 
other crops grown in Kenya because they yield only 3060 Kenya 
Shillings per hectare.· However, because Kenyans tend to equate 
food security with maize availability, maize is considered the 
most important Kenyan agricultural commodity. It is Kenya's major 
food staple. It currently provides over 50% of Kenya's protein 
consumption with average per capita consumption in 1986 of 122 
kilograms (kgs) per person and projected to be 149 kgs per person 
by the year 2000. 

Maize and beans are generally inter-cropped in Kenyan 
agriculture. Out of the 2.4 million farmers in the high and 
medium potential areas, 95\ grow maize and 60\ grow beans. Maize 
alone takes up approximately 33\ of total non-livestock 
agricultural land while beans account for approximately 14%. 

In 1986 the country just managed to meet maize demand with a 
production of 2.5 million metric tons meeting a demand of 2.48 
million metric tons. Projections to the year 2000 show that the 
likely demand for maize will exceed production by 96,000 metric 
tons. 

3. Agricultural Constraints 

Government of Kenya strategy documents and other sector analyses 
(such as the lBRD Agricultural S~ctor Report for Kenya) have . 
identified the following current critical constraints to 
increasing agricultural productivity: 1) limited land 
availability; 2) lack of a well developed market system; 3) 

* An increase in the GOK's buying price for maize announced ,in 
January 1990 may improve this ranking. 
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inefficient agricultural supply systems; and 4) inadequate 
research and extension services. 3 Further, unfavorable terms of 
trade and consequent balance of payments problems have imposed 
macroeconomic constraints on the sector. 

a. Limited Potentially Arable Land Supply 

The limited supply of arable land (19\ of total land area), 
together with a high population growth rate (3.8 % per annum), is 
an important factor in limiting agricultural growth. In some 
areas the pressure on land has reduced fallow periods 
significantly and contributed to erosion, with a resulting decline 
in productivity. The prospect for increasing land area under 
cultivation is not promising. Land intensification with existing 
crops and the evolutionary shift to higher-valued commodities 
offers the most promising strategy for increasing productivity, 
output and employment. As yields are already relatively high in 
the large-holder sector, it is likely that further productivity 
increases will come principally from smallholders. 

b. Marketing Systems 

The lack of a well developed marketing system is a disincentive to 
increased agricultural production. Of the various constraints to 
market development, the economic analysis done for the PAAD 
demonstrates that poor roads and inappropriate market policies 
produce the largest single set of constraints to market 
development. Better inter-market roads would allow faster 
movement of goods and less vehicle maintenance. This reduction in 
marketing costs, in turn, would lead to an increase in farm 
profits as reduced marketing costs cause a rise in on-farm 
commodity prices and a fall in on-farm costs of purchased inputs. 

With regard to market policies, the extent of intervention in the 
market by the GOK is high. For most major crops, official prices 
are gazetted and implemented through marketing boards. Price and 
market controls affect domestically consumed food and industrial 
crops more than export crops. 

The analysis and the setting of prices are carried out in annual 
price reviews. In recent years border prices have been a key 
determinant of gazetted producer prices; i.e., prices have more 
nearly reflected import/export parity than was the case in the 
past. Potential incentives resulting from reasonably high 
producer prices have been offset by late payments to farmers for 
commodities that are marketed through ~arastatals. Producers of 

3In addition to this listing, production credit has been 
identified as an important constraint. Because it is dealt 
with in detail in the USAID/Kenya A~ricultural Sector Strategy 
Statement, and because the World Bank has thoroughly analyzed 
the credit situation and is addressing it in its program, a 
discussion of it is not included herc. 
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seven major commodities (coffee, tea, maize, milk, cotton, sugar 
and pyrethrum) often have had to wait from two to fifteen months 
to receive full payment for their output. This situation has 
resulted in serious liquidity problems, especially for small scale 
farmers. 

While the GOK has consistently increased gazetted prices to more 
closely reflect production costs and import/export parity, the 
review process has resulted in an official price structure which 
does not permit temporal or spatial price variation for most 
commodities. This policy has had the effect of discouraging 
private storage and increasing marketing costs. It has also 
contributed to the misallocation of scarce land resources since 
prices do not reflect local market conditions. 

In addition to pricing policies, the excessive public market share 
and the existence of movement controls are also costly government 
interventions. These policies increase marketing costs and reduce 
economic incentives to farmers and traders. They create a 
financial burden on the national budget as the Government 
subsidizes the operating losses incurred by the National Cereals 
and Produce Board (NCPB) and other parastatals. The public 
subsidies and transfers given to parastatals reduce resources that 
would otherwise be available for investments aimed at raising 
agricultural productivity. 

c. Agricultural Input Supply 

Agricultural inputs constitute a critical element in the land use 
intensification strategy. Important productivity enhancing inputs 
include fertilizer, improved seed varieties, pest and disease 
control chemicals, animal feeds, and farm machinery and 
implements. In contrast to the output marketing system in Kenya 
(dominated by parastatals), the structure of the input delivery 
system is characterized by a wide range of participants, including 
parastatals, cooperatives, and private traders. 

Kenya has a successful seed multiplication enterprise, the Kenya 
Seed Company (KSC). An effective rural distribution system has 
been established based on a large number of small rural 
stockists. Hybrid maize seed is widely used by smallholders due 
to: 1) the packaging of seeds in small (2 kg) bags; 2) marketing 
margins which encourage extensive distribution; and 3) expected 
net returns to farmers which are higher than the incremental 
costs. Agricultural machinery is mainly used by large and medium 
scale producers, although there is a growing demand for land 
preparation services. The veterinary and animal health supply 
system resembles that of the seed input sub-sector in that there 
is a broad distribution network of stockists which enables 
extensive dissemination of products. 

Fertilizer is the dominant farm input and has particular 
importance for the intensification of production. The fertilizer 
sub-sector has experienced the most serious problems among the 
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agricultural input supply systems. Of particular importance are 
the issues of fertilizer pricing, import allocation, and marketing 
policies - all of which are being addressed under the USAID 
Fertilizer Pricing and Marketing Reform Program. Under this 
program, fertilizer prices were decontrolled in January ]q90. 

d. Research and Extension 

(1) Research - Prior to independence Kenya's agricultural research 
system focused largely on the needs of commercial farms with 
mechanized operations and marketed input~. While there has been 
increased importance given to smallholder production in recent 
years, research has not responded adequately to smallholder 
needs. The result has been a lack of development of improved 
technologies for smallholders. 

A 1986 assessment of Kenya's agricultural research system 
identified a number of areas where improvements were needed, 
including: 1) a systematic approach to setting research 
~riorities based on projected demand and food security 
considerations; 2) an effective evaluation and monitoring 
system; 3) the enhancement of research skills and a system for 
rational staffing assignments for research stations; and 4) 
adequate and timely funding, especially of recurrent costs. 
Reform measures to develop a more systematic and coordinated 
research approach resulted in the establishment of the Kenya 
Agricultural Research Institute (KARl) in 1986. 

(2) Exten~ - In Kenya, as in many developing countries, there 
is a considerable gap between research station yields and those 
realized by farmers, especially smallholders. There are three 
basic reasons for this gap: 1) poor dissemination of information 
due to weak linkages between research, extension and farmers; 2) 
lack of approp=~ate technologies to extend; and 3) poor 
management and supervision of extension personnel - which has 
resulted in substantial increases in personnel expenditures and 
other recurrent costs. In order to address these constraints, the 
Ministries of Agriculture and Livestock introduced, with the 
assistance of the IBRD, the Training and Visitation (T&V) Program 
in 1983. This program has initiated efforts to improve extension 
officer effectiveness, expand geographic coverage, and introduce a 
farmer feedback mechanism in order to make research and extension 
more relevant. 

e. Conclusion - Output market inefficiencies, input supply 
problems, and research and extension difficulties reinforce the 
land constraint and limit increases in agricultural productivity 
and net farm incomes. In reviewing the resources available to 
address these constraints, investment in market development will 
have Iligh incremental returns in the short run and will enhance 
the expected return over time to long-term inu~stments in 
agricultural research and extension. Market development interacts 
with efforts to develop and disseminate improved farming 
technologies to further enhance agricultural productivity. 
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Ongoing programs are addressing issues of research, extension and 
input supply. At the same time, the market development constraint 
has not been satisfactorily addressed. To date the primary market 
concern of both the Government and donor community has been the 
reduction of the financial burden of marketing parastatals rather 
than the creation of an environment where m~rkets for agricultural 
commodities serve to allocate scarce resources efficiently and 
enhance agricultural productivity. 

c. The Agricultural Marketing Sub-Sector 

The maize production and marketing systems in Kenya are complex. 
Understanding the potential impact of major system reforms 
requires a basic analysis of production and marketing patte~n5 
across the country. An analysis of the spatial and agro-ecological 
dimensions of Kenyan maize production and consumption helps both 
in identifying the varied roles played by the major marketing 
system actors, and also in understanding how Kenya's potential for 
internal agricultural trade is severely constrained by current 
policy, leading to sizeable economic losses. The issues c~n be 
grouped as follows: 

* The structure, conduct and performance of the "formal" and 
"informal" parts of the national marketing system; 

* The role of the private sector; 

* The spatial and temporal dimensions of maize and bean 
production and marketing; and 

* The varied roles played by transport and information in 
the vertical marketing channels. 

1. ~ific Characteristics of Formal and Informal Agricultural 
Marketing in Kenya 

It is estimated that between 40 and 50\ of annual maize production 
is marketed and th~ remainder consumed by the producer. The 
marketed surplus is handled by' two marketing sub-systems, each of 
which handles about 50\ of the total: 

* the "formal" or "official" sub-system, dominated by the state 
agency, the National Cereals and Produce Board (NCPB), and 
the privately owned but heavily regulated sifted flour mills; 
and 

the "informal" sub-system (or "parallel market") dominated by 
smaller scale farm to market or inter-market private trade, 
supplying maize directly to consumers or to much smaller 
~ Inillers, and heavily constrained by GOK rules 
restricting the free movement of maize and beans. 



- 13 -

a. ,,·The Formal System 

Kenya's official marketing system has a 50 year history of rigid. 
government price and distribution control. The NCPB is the 
implementation vehicle by which the Government's distributional 
and price control objectives are pursued. NCPB is unique among 
cereals boards in African countries in that it controls a 
significant portion of the annual marketed surplus. The monopoly 
and monopsony powers of the NCPB that underpin this market share 
have their foundation in national law. There are several fairly 
extreme aspects to these laws, including legal provisions which 
essentially make harvested maize the property of the state. 
However, these legal foundations for extensive GOK participation 
as the dominant wholesaler would be totally ineffectual if it were 
not for two other key supporting policies: movement controls and 
the cereals pricing policy. 

NCPB activities are supposed to assist the GOK in achieving the 
following policy object~ves: 

'. 
• To ensure the availability of adequate food supplies 'to meet 

domestic demand and prevent malnutrition; 

• To stabili~e maize supplies in both surplus and deficit careas; 

• To stabilize incomes through control of producer and consumer 
prices; 

• To provide a secure outlet for smallholder production and 
prevent possible exploitation of smallholders by private: 
traders; 

• To maintain strategic maize reserves; and 

• To control grain smuggling to neighboring deficit countries. 

Critics of NCPB have pointed out that the board has had limited 
success in achieving these objectives because the current forms of 
market controls were designed for different purposes, because 
specific implementation plans for specific measures have never 
been formulated~ and because there are inherent conflicts between 
the policy objectives and government responsibility to maintain 
fiscal restraint. As a result, the movement and price controls on 
which the official market system is based have resulted in 
significant efficiency losses and resource misallocations. 

Movement controls on agricultural commodities are enforced through 
the use of movement permits that must accompany any shipment of an 
"officially scheduled~ commodity being moved. The economic and 
social analyses for the PAAD reached several conclusions regarding 
the operation of the permit system: 

~ Ohtaining permits can be very time-consuming and costly for 
plivate sector traders; 
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* Obtaining permits to move maize on contract within the' 
~formal channels" (i.e., to the Board, the mills, or from the' 
Board for resale in certain deficit areas) is not 

. particularly difficult. However, obtaining a general permit 
authorizing market-to-market private wholesale trade is much 
more difficult and, when accomplished, is often subject to 
the payment of some type of "rent" or similar, unauthorized 
transaction cost; and 

* Not having a movement permit subjects traders to arrest and 
seizure of merchandise, and also presents opportunities to 
collect "rent" at the numerous roadblock control points. 

Official prices for maize regulate each phase of the formal 
marketing system from farm to mill to consumer. Prices apply 
within one July-June crop year and are largely undifferentiated 
seasonally or spatially. The policy of fixed prices has 'resulted 
in the burden of stock adjustment being placed on NCPB management, 
with heavy reliance on importing and exporting. Decisions 
regarding when to import and when to export require efficient and 
effective NCPB management, and good overall economic management by 
the critical decision-makers in the central government. 

The result of these policies has been a growing loss of GOK budget 
resources Which, as much as anything, has served as a spur to 
looking at system refo~m. Indeed, rising NCPB operating losses 
were estimated (EEC, i988) at KShs 1.8 billion (about $120 
million) in the 1986/87 season, added to the cumulative losses in 
the p.revious five years of KShs 3.5 billion (about $240 million). 
Of this amount, KShs 2.5 billion has been attributed to external 
trade deficits arising from maize stock management (NCPB, 1989). 
In summary, critics of the form~l maize market believe that the 
system of controls adversely affects marketing efficiency. The 
conclusion is that the control legislation has resulted in a 
market characterized by: 

* Low operational efficiency and resulting high per unit 
marketing costs; and 

* . Low pricing efficiency as reflected by poor regional and 
seasonal market integration and instability in market 
conditions. 

b. The Informal System 

Kenya's informal maize marketing system thrives in parallel with 
the formal system. The existence of the NCPB has not guaranteed a 
secure market outlet to all farmers, especially smallholders and 
particularly those in many western districts. About 70% of all 
small scale producers market some maize through the informal 
system. It is further estimated that between 30 and 50% of 
smallholder producers do not have access to the NCPB system. NCPB 
has also failed to Frovide adequate consumer outlets in many of 
Kenya's rural areas. Thus, although smallholders do participate 
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in the f6rmal marketing system, the informal system network6f. 
local market places and traders remains by far the most important 
outlet for farmer sales and for rural consumer purchases, .. 
particularly later in the crop year. 

Informal maize marketing channels handle about 50-60% of maize 
traded and are directly affected by r.;licies that underpin the 
formal market. As informal trade has been legally limited to 
operaticns within a given district, informal maize marketing takes 
place intensively within districts but to a lesser extent 
inter-regionally. The movement of maize in sizeable quantities 
across district boundaries other than through NCPB channels 
requires a movement permit, increased transaction cost outlays, or 
both. The informal marketing system consists of two major types 
of traders, the smaller-scdle market traders and larger-scale 
wholesalers, including lorry traders. These two categories of 
intermediaries are distinguished by their size of operation. The 
smaller market traders generally deal in lots of one to five (90 
kg) bags and rely on rented donkey, bus or matatu (minibus) 
transport. Lorry traders generally own their own transport and 
trade at the lorry load (or 100 to 120 bags) level. 

Previous analysis has shown that the degree of market 
concentration varies according to point of transaction. Although 
the informal maize market counteracts movement control impact on 
free exchange between surplus and deficit areas, the result is 
spatial price differentiation higher than would prevail in an open 
market. It is this exaggerated differentiation that provides 
incentives for small scale trade, with its excessively high per 
unit transport and handling costs, and the illegal lorry trade, 
with its excessively high transaction costs. 

Although informal systems prices vary among market places, regions 
and seasons of the year, traders' price knowledge tends to be 
limited to conditions in local markets in which they operate. 
Currently there is no official government price information 
available in a timely manner. 

There are few barriers to a trader wish~ng to join the small-scale 
trade. More barriers exist for entry into large-scale trade 
because of movement restrictions and limited access to working 
capital. A key finding of the economic and social analyses was 
that, at the wholesale level, the informal marketing system is far 
from efficient. Operational efficiency is very low as reflected 
by high costs and lack of economies of scale. Movement controls 
discourage the use of economic modes of transport and reduce the 
volumes involved in each transaction. Pricing efficiency is also 
affected by movement controls resulting in low market 
integration. These facts are confirmed by very low correlations 
between maize prices in different markets and by the fact that 
temporal and inter-regional price differentials greatly exceed 
storage and transport costs. 



- 16 -

c. Conclusion 

The stated objectives of movement and price controls are not being 
achieved. Instead they are creating market inefficiencies which 
impede the growth of the agricultural sector. The controls have 
created a market system characterized by unnecessarily high 
marketing costs, uneven spatial and temporal integration, a high 
degree of market instability, and potentially increased food 
insecuLitYr particularly in the marginal arid and semi-arid areas 
which do not fully benefit from NCPB inter-regional transfers. 

2. The Role of the Private Sector in Agricultural Marketing 

a. Current Trade Patterns and Market Behavior 

Whereas a number of Kenya's principal agricultural commodities are 
marketed entirely through private channels, (examples include 
bananas, potatoes, and horticultural crops) private commerce in 
maize and beans operates in the shadow of the formal NCPB system. 
Most traders who engage in this business do so without official 
government sanction, and to a varying extent, in deliberate 
avoidance of stated policies. Yet they account for roughly half 
of the total quantity of maize and 90% of the dry beans that are 
bought and sold each year in Kenya. Much of their activity is 
concentrated in market channels, especially between regional 
surplus and deficit areas, that are poorly serviced by the formal 
system. 

Private commerce in agricultural commodities is a response to 
variation in Kenya's production systems and patterns of supply and 
demand that fluctuate over the course of the year. Some key 
characteristics of this trade were observed in the fieldwork done 
for the PAAD economic analysis: 

* Spatial price differentials for m~ize and beans that are much 
greater than can be explained by normal transport and 
handling chargefi alone. Particularly striking evidence was 
seen in a 2:1 p~ice ratio in June between northern Rift 
Valley surplus and Lake Victoria Basin deficit areas which 
are separated bl' only 75 to 150 kms; 

* Seasonal price differentials that far e%ceed storage costs. 
The implication is that movement controls serve to constrain 
arbitrage activity, and pan-seasonal pricing in the formal 
market reduces ince~tives for producers to take advantage of 
seasonal price rises; and 

* Institutionalized collection of rents at police roadblocks 
and in the granting of movement permits. While not condoned 
by the GOK, t~is has become a fact of life in the grain 
marketing sector. By raising marketing costs, it creates 
disadvantages for both consumers and producers. 

Overall, the performance of informal trade can be characterized as 
vigorous but inefficient and costly. Official policies with 
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respect to movement controls are interpreted divergently by 
District Commissioners, NCPB field officers, and the police. In 
this uncertain and unpredictable context, most entrepreneurial 
energies are directed toward maneuver.ing around the formal system, 
rather than toward minimizing handling and transaction costs and 
maximizing tu~nover to ensure profitability. Two important 
consequences of the current regulatory system are: 

* The repression of market-to-market wholesaling functions in 
that the trading environment is characterized by many 
small-scale traders who are blocked from reaching the 
critical trading volume that can engender significant 
economies of scale; and 

* Absorption in th~ trading margin of extra costs associated 
with inefficient techniques of transport and handling, and 
with manipulations of the formal system to obtain movement 
permits, and/or payment of extra transaction costs along the 
route to the point of sale. 

b. The Prospects for Private Sector Expansion 

In theory, near-term efficiency gains in private marketing 
channels for maize and beans should stimulate additional 
investment and expansion by enterprises at various points in the 
commodity system, including input suppliers, traders, 
transporters, and millers. Yet a realistic view of current 
economic prospects shows several factors that may constrain rural 
investment in Kenya even if marketing constraints are removed: 

* An inconsistent, unpredictable policy environment which tends 
to make entrepreneurs risk-averse and favors short-term 
profit maximization; 

* Export of capital from rural areas through transfers of 
deposits (averaging 60-75%) from rural branchos to head 
offices of commercial banks; and 

* Disincentives for rural branch banks to extend credit, 
including low loan authorization limits, limited contact with 
borrowers due to frequent transfer of branch managers, and a 
lack of bankable projects reflecting low purchasing power and 
insufficient market demand in the rural areas. 

GOK officials have voiced doubt regarding the ability of private 
entrepreneurs to progressively replace the NCPB as principal 
purchaser, storer, and distributor of maize. However, other 
factors suggest that in the short-term, private traders and firms 
will be able to exploit those niches that are opened to them as a 
result of policy reform, by incrementally expanding their present 
activities. Their involvement in existing informal trade 
networks, as well as their direct, officially sanctioned 
transactions with the NCPB system, give cause for optimism. 
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The private sector already handles all transport functions -- both 
official and unofficial -- and the larger mills (licensed by the 
NCPB to mill 12 million bags a year) have ready access to working 
capital through bank overdrafts. In addition, agents currently 
trading for the Board (and also on their own account) have been 
able to obtain loans for working capital from commercial sources. 
Excess storage capacity is present at all levels in the system, 
from large bag and bulk warehouses in urban centers (often rented 
to the NCPB), to numerous vacant shops in most of the rural market 
centers surveyed during PAAD design. All of the larger millers 
who were interviewed expressed interest in building their own 
storage in the event that they were free to purchase maize from 
whatever source they chose, and had discretion in the timing and 
destination of sale. 

Longer-term decisions calling for sizeable investment, given the 
history and context of grain marketing polic~ in Kenya, will 
probably be deferred until entrepreneurs are convinced that the 
direction of future policy has been clearly mapped out, and that 
sudden reversals (e.g. reinstitution of movement controls) have 
little chance of occurring. Once such assurances are received, 
however, it is expected that those firms which are most efficient 
will expand, enabling a progressive increase in the ability of the 
private sector to meet the marketing requirements. 

3. ~,uction Parameters - Spatial and Temporal Characteristics 
of Maize and Bean Production and Marketing 

A number of characteristics of Kenyan food crop production and 
marketing help to define the opportunities for economic gain which 
flow from KMDP's policy agenda. Highlights are given here with 
SUbstantial supporting detail in unattached Annex A (Economic 
Analysis) . 

Kenyan maize production occupies about 1.6 million hectares during 
two rainy seasons and results in an estimated average annual 
proQuction of 31 million 90 kg bags of maize grain (or 2.B million 
metric tons). A very large portion of the maize is grown with 
hybrid seed, and mechanical land preparation is used extensively 
on medium and larger-scale farms. 

Maize production in Kenya is characterized by the contiguous 
existence of small and large-scale farms and production 
technologies. Small and medium size farms (those under 8 ha) 
account for at least 75\ of Kenya's total annual maize 
production. Because most small-scale producers are primarily 
SUbsistence farmers, a majority of their maize production is for 
home consumption. Nonetheless, in non-drought years these farmers 
trade small amounts of maize to satisfy their immediate cash needs. 

Rainfall in Kenya comes in two distinct seasons, the long rainy 
season between February and June and the less reliable short rainy 
season between September and December. Because of the two 
seasons, and because at most middle elevations maize can be grown 
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twice a year, maize is harvested almost year round in some part of 
Kenya (see Table 3). Maize planted during the long rains accounts 
for about 70-80% of annual production. Thus, failure of the long 
rains spells disaster for Kenyan maize production. 

The crucial long rain harvest is divided into two time periods. 
In the middle elevation sections of Central, Eastern, Rift, 
Nyanza, and western Provinces, shorter cycle maize is harvested 
from July through September, mostly by smallholders. (About 
two-thirds of these farms will then replant and harvest a short 
rain maize crop in the December through February period.) The 
second part of the long rain harvest comes in the higher elevation 
areas of western and Rift Valley Provinces where larger farms 
(using hybrid maize which matures after 9 to 11 months) harvest 
one crop in the October through December period. This is ~hen 
NCPB buys a majority of its annual supplies using up-"country rail 
lines that run through the highland areas. 

The economic significance of this spatial and temporal pattern of 
maize production lies in its effect on the spatial and temporal 
concentration of NCPB marketing activities. The larger farms that 
produce the majority of Kenya's marketable surplus of maize supply 
55-60% of total NCPB maize purchases during the October to 
December period (see Table 1). Reflecting the importance of these 
purchases, approximately 80\ of NCPB facilities are on or near 
main branches of rail lines servicing large farm areas. 

Rainy 
Season 

Long 

Long* 

Short 

*Note: 

Table 3 

KENYA MAIZE HARYE~T AND NCPB PURCHASES 

BY KEY AGRO-ECOLOGICAL VARIABLES 

Harvest 

Farm Time Percent NCPB 
Eleyation na Period Kenya Total Purchases 

Middle Small July-Sept. 55\ 15 - 20\ 

High Larger Oct.-Dec. 25\ 55 - 60\ 

Middle Small Jan.-March 20\ 20 - 25\ 

The long rains extend through much of the year in higher 
altitude :;ones. 

The key pattern demonstrated above is that the higher elevation, 
larger farm districts (former areas of predominant European 
settlements) produce most of the marketable maize surplus which 
makes up a disproportionate percentage of maize purchased by NCPB. 

Compared to other countries in Africa, Kenyan maize production and 
food security have the following unique characteristics: 
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Because Kenya's harvest takes place in a wide range of 
agro-ecological conditions, it occurs over a greater part of 
the year than cereals harvest in other African countries. 
This pattern results in relatively greater security from crop 
failure; 

The geography of the country's maize production and 
consumption provides ideal conditions for internal trade in 
agricultural goods based on r.egional comparative advantage. 

The potential for efficient production and trade that this 
diversity represents is being hampered by GOR restrictions; 
and 

* Kenya's commercially oriented, larger-scale farm zones 
provide the potential for significant production and 
marketing efficiency gains that could flow from a successful 
market reform program. 

4. Transport and Information Infrastructure In Market peyelopment 

a. Transport 

Transportation plays a pivotal role in agricultural marketing, and 
the components of a transport system must be integrated in a 
manner that produces efficient movement of commodities and allows 
other marketing functions to operate effectively. The main 
transport components in Kenya that facilitate agricultural 
marketing include: the road system; the transpo~t suppliers 
operating on the roads; the railroad system; and services closely 
allied to transport, such as assembly of loads, storage facilities 
to accumulate large shipments, and loading and unloading 
activities. If transport is inefficient and impedes a rational 
marketing program, it is necessary to identify that part of the 
transport system where the most serious bottlenecks exist. The 
railroad system is not currently a bottleneck to informal grain 
markets as grain transported on the rails i:) controlled by NCPB. 
The EEC is studying the railroad system and allied activities as 
part of its effort to increase NCPB's efficiency. 

(1) The Road System 

Kenya's road network is made up of 150,600 kms, of which 61,688 
krns are classified by function and surface condition ranging from 
Class A to E. Class A and B roads are international and national 
trunk roads, respectively. Class C, 0, and E roads link 
provincial, district and local centers. Of the 88,912 kms af 
unclassified roads, 8,500 ~IS are rural access roads. 

In the program assisted districts (For a description of the 
district selection criteria, see Section III. A.) of Kakamega, 
Kisii, Kitui, Nakuru, Nyeri, Uasin Gishu and Narok, it has been 
found that while there is generally good farm to local market 
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access and storage infrastructure, the roads which link local 
markets to intermediate market centers (such as the Class C and 
Class 0 roads) are in such poor condition that they bear little or 
no resemblance to a road. These road conditions are attributed to 
the lack of maintenance over a number of years. This problem is 
further compounded d~ring the rainy season when most Class C and 0 
roads are impassable. The poor road conditions in Kenya have a 
direct impact on maize and beans marketing. They cause these 
commodities to move on the road network at slower rates than they 
would otherwise move. Such conditions also lead to higher unit 
transport costs and underutilized transport capacity for .cansport 
providers. Transport providers pass their transport operating 
costs through the marketing channels to producers and consumers. 
The net effect of this is lower income at the farmgate and higher 
prices to consumers. Maize and bean shipments between markets are 
expected to increase with an improvement in the rural road system. 

The prospects for increasing the flows of agricultural cOI1U1IC',dities 
between production areas and market centers, and between ll)cal 
market centers and district markets, can be significantly enhanced 
if the supporting infrastructure channels are improved. Because 
Class C and 0 roads in Kenya link primary production market areas 
to intermediate market centers, the full benefits of agriculture 
policy reforms cannot be realized unless poor road conditions are 
improved to ease the flow of goods between marketplaces. 
Improving roads such as those in Classes C and 0 will have the 
added benefit of providing improved access to production areas and 
market centers. 

(2) Local Transport Suppliers 

In agricultural marketing, the supply of transport varies 
depending upon the extent of the market, the condition of the 
roads, and the size of the farms. Smallholder farm output 
transported to nearby markets is often moved by intermediate 
transport modes such as animals, headloading, or bicycle on access 
roads. Motor vehicle use involves pickup trucks and lorries of 
7-10 ton capacity. Also, movement may be by bus or matatu, with 
an individual accompanying the shipment. Longer movements 011 
connecting roads generally will be by motorized vehicles such as 
lorries. The size of the vehicle depends on the loads made 
available. Thus, the transport capacity is often mixed. 
Sufficient transport capacity is generally available for th~ 
movement of agricultural commodities in most areas in Kenya. 
However, the capacity for efficient motor vehicle movement with 
potentially lower transport costs is insufficient due to road 
conditions which discourage the use of higher capacity vehicles, 
particularly between primary production market centers and 
intermediate market production areas. 

Institutional barriers also impede efficient transport 
operations. Control of entry into the commercial transport 
industry can unnecessarily restrict supply and provide 
opportunities for monopolistic pricing, even in an industry that. 



- 22 -

does not exhibit any natural monopoly characteristics. Entry 
control does not impede agricultural marketing in Kenya. However,· 
other artificial impediments in the transport industry have 
arisen. The volume of agricultural commodities that can be 
transported at anyone time is restricted by permits. The current 
GOK policy restricts movement of more than ten bags of maize 
between districts unless authorized by a movement permit. Such a 
restriction leads to the use of smaller, higher unit cost vehicles 
which leads to an overall higher marketing cost of cereals. 

(3) Allied Transport Services 

Consolidation of shipments leads to lower unit transport costs 
when the economies of full vehicle loads more than offset the cost 
of consolidation. Current marketing practices in Kenya such as 
movement restrictions tend to discourage consolidation of cereals 
shipments. In addition, poor road conditions between production 
areas and market centers also inhibit the consolidation of maize 
and beans shipments into full truck loads. These two factors are 
also reflected in higher marketing costs for maize and beans. 

The potential for added storage facilities under a regime of 
liberalized cereals marketing would be more promising if 
consolidation could be achieved. The storage function can 
contribute to price stabilization in open markets as well as 
long-range security of food supply. Consolidating shipments 
into economical loads may involve the need for short-term storage 
while full loads are being assembled. As the demand for storage 
facilities increases, opportunities for private sector involvement 
in storage operations may develop. 

(4) Conclusion 

The transportation system can facilitate the marketing of 
commodities even though some parts are not operating efficiently. 
There is ample evidence that Kenya's existing maize and beans road 
transport system is functioning at high cost and that other 
components of the transport sector contribute to inefficiencies jn 
the system. Poor road conditions reduce access to markets and 
slow the movement between markets, thereby raising transport 
costs. Thus, the ability of transport providers to efficiently 
serve thei~ marketing function is reduced. Such inefficiencies 
are further exacerbated by movement controls which hinder 
efficient transport operations, resulting in added transport costD 
to producers and consumers. 

Liberalized marketing of agricultural comrr.odities is expected to 
result in more efficient operations in th~ transport sector. 
However, these possibilities will be sub~tantially diluted if 
infrastructure investments are not made a component part of the 
policy reform effort. Investments in roads that integrate markets 
must accompany the policy reforms in order to sustain and to 
garner the full impact of a rationalized agricultural marketing 
system. 
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b. Market Information 

Communication systems are good in Kenya, with generally good 
telephone/telex/fax linkages. There is a relatively strong 
written and electronic press that has the capability of providing 
news and information in English, Kiswahili, and the local 
languages. 

In spite of good dissemination capabilities, market information 
systems currently remain very much in the developmental stage, 
with most information being passed by word of mouth. The 
underlying causes for this are: uncertainty with regard to 
collected information, transmission errors between the field and 
Nairobi, and delays in analyzing/verifying the data. The GOK has 
indicated a strong desire to expand cu~rent market price reporting 
of agricultural commodities and a keen interest in improving its 
crop forecasting abilities. 

The shortcomings of private information networks in Kenya, which 
do produce very accurate information, include the delay in 
turnaround time (often several days or weeks depending on the 
market circuit), which may become critical in a rapidly changing 
market, and the luck of integration among markets in close 
geographical proximity. The fundamental problem with private 
information networks, however, is precisely that aCCUT.ate 
information on real prices, commodity flows, expected harvests, 
~nd other market conditions results in significant market power. 
Given the potential el:cess profits derived from such information, 
there are strong pressures to share market intelligence only among 
trusted members. A critical area of agricultural market 
development in Kenya, therefore, is the improvement in public 
information networks capable of reporting both current market 
prices and information relevant to the determination of future 
prices in order that all market actors (producers, consumers and 
traders) may have equal access to information as a means for 
strengthening co(npetitive markets and ensuring the expected 
reduced market costs are translated into higher producer prices. 

III. Program strategy and Rationale 

A. Agricultural Market Development strategy 

1. The Long-Term View 

The lack of a well-developed marketing system has been identified 
by the GOK, USAID, the World Bank and other donors as one of the 
fundamental constraints to increasing agricultural productivity in 
~enya. Improving marketing policies and governmental analytic 
capacity in the area of agricultural marketing has been identified 
by USAID as one of the main targets of its agricultural strategy. 
As the first phase of pursuing agricultural marketing reform, it 
is appropriate to focus on maize market liberalization. For the 
past 50 years, first in COlonial times and then after 
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independence, the GOK has tightly controlled thla mark,9ting of the 
country's main staple food, maize, and, to a le3ser extent, the 
marketing of most other food and export crops. The maize 
marketing system stands at the center of the entire complex of 
marketing interventions that pervade Kenyan agriculture. Since 
the vast bulk of Kenya's rural producers grow maize, both for 
household consumption and for sale, the signals that are provided 
by the maize marketing system affect the production not only of 
maize, but of all crops. 

KMDP's focus on maize marketing is based on the fact that 
providing more appropriate market signals for m~ize is a necessary 
first step that will allow farmers and traders to base their 
cropping and investment decisions on 1ccurate market signals and 
on the principles of compara:ive adva:::ag~. In the long-term, the 
goal of the agricultural marKet devel~~ment strategy is to 
facilitate the shift towards higher income crops by clarifying 
market signals and developing a reliable and low cost distribution 
system for basic agricultural commodities. Focussing initial 
market liberalization efforts on maize, by addr.essing the focal 
point of inefficiency in the entire agricultural marketing system, 
will increase the corfidence of government in the benefits of an 
expanded private sector role and will send an important signal to 
both farmers and traders about the GOK's commitment to reform 
agricultural marketing in order to improve efficiency and increase 
agricultural productivity. 

By linking policy changes with investments in transportation and 
information infrastructure, KMDP fits well with the GOK's 
d~velopment strategy for the current National Development Plan 
(1989-93). Through policy reform, KMDP proposes to reduce the 
excessive cost of maize, beans and minor grain marketing by 
eliminating policies that constrain co~nodity movement from 
surplus to deficit areas. Concurrently, KMDP will reduce 
transportation costs by rehabilitating inter-market roads and by 
redirecting government resources to road maintenance. To enhance 
market transparency, underpin the private trader confidence 
esse~tial to increased cereals market investment and promote 
competition in the marketing system, KMDP will also assist in the 
dissemination of market regulation and price information. The 
identified policy reform, road improvement and information 
activities have the potential to significantly increase maize, 
beans and minor grain market efficiency and overall agricultural 
sector productivity. 

Farmer productivity will be directly affected by the more exact 
pri~e signals generated by an efficient and competitive maize, 
bean, and minor grain marketing system. Prices formed in 
competitive markets inform producers of what the consumer is 
willing to pay for the crops they produce or could produce. 
Although Kenya's informal market prices for maize, beans, and 
minor grains are more influenced by supply and demand conditions 
than those in the formal market, the constraints outlined above 
lead to inefficient price formation. These inefficiently formed 
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prices provide inaccurate economic signals about the opportunity. 
costs of the producer's cropping mix and input use. By providing 
pri~e signals that direct producer investments to output 
maximizing areas of compar.ative advantage, marketing efficiency 
increases should help to increase farmer productivity. 

Due to the large number of Kenyan farmers who produce maize and 
beans for cash or consumption (some of whom could increase their 
net farm incomes by producing other higher value crops in line 
with their comparative production advantages) focusing on 
improving the price information transmitted in the maize an~ bean 
marketing system holds the most potential for generating lal~e 
productivity increases over the long-term. Finally, although 
minor grains SUCll ilS millet and sorghum figure less prominently in 
farmer cropping systems, they often provide an alternative cash 
and food source. Thus the elimination of price formation 
distortions in the minor grain market will further improve the 
farmer.'s decision making environment. 

To support and highlight the policy dialogue concerning maize and 
beans movement decontrol, market transparency, and inter-market 
road improvement, sector grants and food aid will be provided to 
the GOK on the basis of performance in meeting policy 
conditionality. To further enhance marketing efficiency, local 
currency contributed by the GOK will be used for road 
rehabilitation and maintenance, as well as support to market 
inform3tion dissemination. Government local currency 
contributions will also support technical assistance and 
short-term in-country training for the Ministry of Agriculture and 
Ministry of Public Works. These two institutions will be 
responsible for 1) planning and implementing components of the 
policy reform agenda' 2) monitoring and evaluating the impact of 
reforms; 3) carrying out the physical investments in road 
infrastructure development; and 4) further defining a long-term 
reform agenda. 

2. GOK Agricultural Market Development Strategy 

The GOK 1989-1993 Cevelopment Plan makes the following statement 
regarding agricultural market development: 

To overcome limitations in the present agricultural marketing 
system, major restructuring involving gradual liberalization 
will be carried out over the next five years. In this 
respect, the functions of the NCPB will be limited to the 
maintenance of the strategic reserve and buyer of last 
resort, thus leaving over 75\ of the market to private 
traders, millers and cooperative societies. This will be 
accomplished through the removal of inter-district movement 
permits and the operation of buying centers. (P. 114) 
with liberalisation, current restrictions on inter-district 
movement of maize and other produce which increase marketing 
costs and consumer prices will be gradually removed to allow 
for free movement of produce throughout the country. (P.117) 
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As the jbove iilustrates, the GOK ~trategy~f~iagric~i~uialmarket 
development calls for precisely what KMDP proposes. ' . '.' 

3. pistrict Selection Rationale 

Selection of districts to be included in the Program ''las based on 
the likelihood that they wo Id contribute to improved market 
efficiency in the national system. The districts were chosen on 
the basis of the potential program impact in the following areas: 
1) maize and bean production levels; 2) marketing characteristics; 
3) geographical locations and resultant trading routes; and 4) 
representation of both large and small farms. Based on the above 
criteria, the following seven districts were chosen: Kakamega, 
Kisii, Kitui, Uasin Gishu, Nakuru, Nyeri, and Narok. 

B. Rationale for Program Assistance 

While not all weaknesses in Kenya's agricultural sector can be 
addressed through market policy reform and road investments, 
planned policy reforms and targeted road rehabilitation and 
maintenance investments hold real potential for effecting cereals 
marketing and production efficiency gains. Effective marketing 
and road maintenance policy adjustments will contribute to 
sectoral objectives as well as over]ll economic growth because of 
the central role agriculture plays in the Kenyan economy. The GOK 
recognizes these potential contributions and is committed to 
implementing a reform program, but focused program resources are 
needed to stimulate the rate of change as well as to stimUlate 
investments in road maintenance that will enhance and sustain the 
impact of the policy reforms. USAID program assistance, although 
relatively small, provides the needed focus on both market policy 
reform and transport sector improvements, reinforced by its 
linkage to a valued PL 480 food aid activity. It is further 
reinforced by its integration with the policy reform resources of 
the EEC and IBRD. 

Program funding at this stage of the reform process is 
particularly important to support an environment in which private 
traders assume an active role in the cereals sector as formal ,and 
informal market liberalization is accomplished. The ability of 
the GOK to sustain any cereals sector liberalization will rest 
upon the response of these private traders. Without ItMDP, the EEC 
and IBRD sector reform approach would be at bast only partially 
successful because those programs address policy and 
administrative reforms of the ~umal sector. KMDP takes the 
reform process one important step further by focussing on the 
critical requirements for reform in the informal sector. 

In general, other donor road assistance focuses on the financing 
of inter-market road improvement. KMDP policy-based assistance 
focuses on both financing and policy reforms t~ improve 
inter-market supply flows. In addition, KMDP's policy agenda 
addresses inter-market road maintenance recurrent cost financing 
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policy concerns and seek~ to stimulate progress intheii 
resolution. 

In summary, KMDP NPA is needed to support a policy reform process 
that is critical to ensuring that agricultural market efficiency 
and productivity gains take place. The NPA impact is heightened 
by the proposed combination of policy, food, institutional 
strengthening and road improvement investments, as well as the 
role the NPA plays in the policy reform process by combining GOK, 
lBRD, EEC and USAlD resources. 

C. Other Donor Assistance 

1. Cereals Sector Policy Reform 

Kenya is presently paying a high cost for the gross economic 
inefficiencies resulting from restricted informal sector trade and 
the substantial budgetary outlays needed to support the National 
Cereals and Produce Board's operations in the formal sector. The 
GOK is committed to increasing the role of the private sector in 
the cereals market while retaining a substantial role for the NCPB 
in securing the nation's food security needs and stabilizing the 
movement of both wholesale and retail prices in order to protect 
the interests of both producers and consumers. The cereals 
marketing sector presents a complex array of policy issues. In 
addressing these issues it is important for the GOK and the three 
major donors involved in the sector -- USAlD, the EEC, and the 
World Bank -- to pursue a coordinated program of gradual but 
effective reform. 

The GOK and the donors all agree that the goals of cereals sector 
reform are to maintain and strengthen food security while 
increasing the efficiency of cereals marketing by improving the 
signals sent to the various market actors, providing opportunities 
for the expansion of the private sector, and reestablishing the 
financial viability and operating efficiency of the NCPB. In this 
effort, the EEC and the World Bank are concentrating on the formal 
side of the market, while USAlD is focussing on the informal 
side. KMDP i~ designed to complement and reinforce the efforts of 
the EEC and the Bank in assisting the GOK in meeting its reform 
goals. 

In recent years, the EEC has held the leadership role among donors 
in cereals sector policy through its Cereals Sector Reform Program 
(CSRP). The CSRP was based upon the findings of the 1987 NCPB 
Reorganization Study which called for financial and managerial 
restructuring of NCPB, a large reduction in the NCPB field 
network, a normalization of the financial relations between the 
Government and the NCPB, and modifying the role of NCPB in the 
maize marke~; to one of supporting floor and ceiling market 
prices. Tht! aim was to develop a lower cost marketing system 
relying moru on the private sector within a national food security 
system for maize regulated by the NCPB. 
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In support of CSRP, the World Bank funded complementary 
investments and a series of studies under its Agricultural Sector 
Assistance Operation I (ASAO I). While the CSRP was in theory 
destined to address both the formal and informal sides of the 
cereals market, its practical focus was on improving the 
operational efficiency of the NCPB. With varying degrees of 
success, the CSRP has promoted: 1) a restructuring of NCPB 
departments and the establishment of more efficient management 
systems; 2) the financial rehabilitation of the NCPB through a 
capital financing program that wrote-off the Board's accumulated 
debts; and 3) a reduction in the number of NCPB buying centers. 

Recently, both USAID and the World Bank have moved into a more 
active role in support of cereals sector reform. Through KMDP, 
USAID will be addressing problems of improving the efficiency of 
the informal side of the market. The Bank is in the final stag9s 
of designing its Agricultural Sector Assistance Operation II (ASAO 
II), in which it will take a more active role in enhancing the 
efficiency of formal sector maize marketing by deepening the 
rehabilitation and restructuring of NCPB. USAID, the World Bank, 
the EEC and the GOK are closely coordinating their efforts in 
cereals sector reform. The institutional arrangements in the two 
different marketing channels dictate a different strategy of 
reform in each sector. Nonetheless, the broad goals of each of 
the donors, and of the GOK, are the same. 

The purpose of ASAO II is to create the conditions whereby an 
efficient NCPB will fulfill a price stabilization and strategic 
reserve maintenance role without exercising monopsonistic powers 
or running up large operating deficits. Enhanced operational 
efficiency will lessen the gap between in-depot and ex-depot 
prices which will lead to a reduction in consumer prices for 
sifted maize meal. In addition, the more confidently NCPB is able 
to predict future cereals sector supply and demand relationships, 
the more rapidly rational decisions to import or export maize can 
be implemented and the lower the required strategic stocks and 
budgetary costs will be. The eventual goal will be for the 
Government to set the ex-mill ·wholesale and retail maximum price 
to protect consumer interests but to allow market forces to 
operate below that maximum.- This will lead to a gradual merging 
of the formal and informal marketing channels, especially if the 
GOR view of the optimum reserve stock size decreases as a result 
of its increased confidence in crop forecasting. 

KMDP is related to, but significantly different from, the IBRD and 
EEC programs. The overall cereals sector reform program involves 
both improving the efficiency of the NCPB and increasing the role 
of the private sector. The IBRD and EEC efforts focus on problems 

* USAID does not embrace this objective. During KMDP 
implementation, analysis and dialogue with the IBRD and GOR will 
focus on developing an effective maize flour pricing policy. 
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in the formal side of the market: how to make NCPB a more 
efficient organization, less of a drain on government revenues and 
more capable of fulfilling its food security role. KMDP focuses 
on efforts to rationalize the private sector's role in informal 
cereal marketing, where the cost effects of outdated regulations 
are most visible and easy to remedy. KMDP will not directly 
affect NCPB or substantially shift the balance between the volume 
of maize handled by the two marketing channels. But it will 
provide the market knowledge and confidence necessary for 
increased private trader investment in the informal grain 
marketing and processing subsector. In the longer-term, as NCPB 
gradually reduces its role and GOK confidence in the private 
sector increases as a result of monitoring informal sector 
performance, the results of KMDP will be that private traders will 
be able to as~ume a larger and larger role in Kenya's entire grain 
market. . 

One lesson of the CSRP has been that, given the important food 
security role of the NCPB, formal sector market liberalization can 
only be confidently undertaken in the context of imprvved 
operational efficiency in NCPB. Similarly, the GOK's willingness 
to remove controls on the inter-district movement of maize - the 
key policy reform in KMDP - can only be undertaken if it does not 
threaten the viability of NCPB or increase the financial burden 
placed upon the Government. The overriding concern here is NCPB's 
ability to maintain sufficient wholesale market share in its 
position as primary supplier to the large-scale millers. The 
Board's ability to liquidate stocks through sales to the millers 
underpins its ability to turn over the strategic reserve stock 
supplies and thus maintain grain quality. A too rapid opening up 
of the formal market channel to the private sector, before NCPB 
regains efficiency, would lead to a substantial loss of market 
share unless additional government subsidies were provided to the 
Board to allow it to compete on prices. Similarly, ending 
movement controls in the context of formal sector market 
liberalization would further endanger NCPB viability by providing 
incentives for informal sector traders, who now sell to small 
mills and posho millers, to shift their sales to the larger mills. 

In response to these difficulties, USAID and the World Bank have 
agreed on a system of mill delivery monitoring and finQncial 
incentives (fines) that will encourage the large mills to continue 
to rely on NCPB for the vast majority (80\ in 1989/90; decreasing 
over time) of their supplies. These controls will protect the 
viability of the Board during the process of restructuring and 
will allow the gradual elimination of movement controls, 
culminating in the com~lete removal of controls for the 1992-93 
market year. By protecting the access of NCPB to the .large-scale 
millers, movement decontrol no longer threatens the leqitimate 
interests of NCPB. The timetable for the gradual ending of 
movement controls is set out both in the ASAO II Progrclm and in 
KMD1'. Thus, while the World Bank/EEC Program and KMDP address 
different parts of the cereals market, they complement and support 
one ~nother and respond to the overall need for cereal sector 
marketing reform. 
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2. Transport Sector 

In the past fifteen years, the GOK has undertaken three large 
donor-funded projects to construct, rehabilitate and maintain the 
non-paved road network. The three projects are the Rural Access 
Roads Project (RARP), the Minor Roads Project (MRP) and the 
Graveling, Bridging and Culverting Project (GBCP). In addition, 
donor assistance has been vital to the rehabilitation and 
maintenance of the international and trunk road network. 

The RARP was started in 1974 as a multi-donor effort to construct 
14,000 kms of unclassified rural access roads in 26 districts. 
After construction of 8,500 kms of roads, the project has almost 
been phased out due to concerns about the GOK's ability to cover 
the recurrent cost of maintaining additions to the network. There 
was also concern that the impact of the road construction was 
diminished by the poor quality of the classified network, 
particularly the Class E roads. Only one donor, the Canadian 
International Development Agency (CIDA), is still involved in the 
RARP. 

The MRP, started in 1987, is the successor to the RARP. The MRP 
is a five-year, multi-donor commitment. The project is funded by 
seven donors: CIDA; the Swedish International Development Agency 
(SIDA)i the Danish International Development Agency (DANIDA)i the 
Norwegian Development Agency (NORAD)i the Governments of the 
Netherlands and Switzerland; and the International Labor 
Organization (ILO). The donors, most of whom were involved in 
RARP, are funding ~he rehabilitation of 30 kms per year of Class E 
and D roads in 23 districts over five years. The rehabilitation 
activities raise the quality of each road to a gravel standard. 

In addition to funding rehabilitation, donors provide 40-90\ of 
the funds needed for routine and periodic maintenance of the roads 
they improve. The Swiss Government has been funding the 
development of a training facility for labor-based methods of road 
maintenance and rehabilitation. The Swiss have been asked by the 
GOK to expand the training program and to fund studies of mixed 
technology methods of maintenance for roads with higher traffic 
volumes. 

Six donors are involved in the rehabilitation and upgrading of the 
trunk road network. The EEC is funding work on three sections of 
the Northern Corridor (part of the Pan-African Highway), portions 
of the Trans East African Highway (Gaborone to Cairo), a series of 
roads along the Tanzanian border and feasibility stUdies for two 
other roads. The Japanese are funding the construction and 
rehabilitation of two trunk roads to open up access to the North 
Eastern Province capital of Garissa. The British Overseas 
Development Agency (ODA) has reduced its support for trunk roads 
but is planning a new project to upgrade the roads between Molo 
and Litein in the Rift Valley and is considt?rillg a request from 
the GOK to rehabilitate tea access roads. The G~rman Government, 
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the ·African Development Bank and the World. Bank are also involved· 
in large projects to rehabilitate or upgrade segments of the trunk 
road network. 

Donors are giving increasing attention to maintenance of the 
network. Enforcement of axle load limits, which was reintroduced 
in August 1989, and increased efficiency of the Road Maintenance 
Branch of the Ministry of Public Works (MOPW) have been high on 
the policy agenda for various donors. Evidence to date indicates 
that enforcement of the load limits has successfully reduc~d the 
number of overweight vehicles on the roads. The recent 
installation of the World Bank's Highway Maintenance Model is 
improving the MOPW's ability to plan and track the cost of road 
maintenance. The Japan~se are funding studies and technical 
assistance on equipment maintenance and will be providing road 
graders, inspection vehicles and tanker trucks. The Finnish 
Government plans to conduct a feasibility study on the use of oil 
refinery waste products for sealing minor and secondary road 
surfaces. 

D. Relationship to USAID Country Development Strategy 

The goal of KMDP is to assist Kenya in achieving increased 
agricultural productivity and increased net farm incomes. This is 
consistent with and directly related to the overall goal of 
sustained and broad-based economic growth as stated in the Country 
Development Strategy Statement (1990). KMDP is directly 
supportivr of USAID's key objectives for the agricultural 
sector--increasing production, employment, income and foreign 
exchange--and with the GOK's strategy for the sector as outlined 
in the Sixth Development Plan (1989-1993). 

USAID's strategy emphasizes actions required to address major 
constraints to significant growth in productivity and farm 
incomes. A major target of this strategy is to improve the 
efficiency of agricultural markets and post-farm activities which 
continue to adversely affect the incentive structure for 
producers, private traders and processors. KMDP, with its 
emphasis on policy reform, investments in inter-market roads and 
institutional improvements in public policy making and management, 
will directly address these constraints. 

KMDP is consistent with the Mission's long-term interests in that 
USAID/Kenya is promoting agricultural marketing rationalization. 
This process will be key for maximizing the impact that 
agriculture can have on the overall growth performance of Kenya as 
well as enhancing the incomes and quality of life of its rural 
inhabitants. The activities to be undertaken in KMDP, in 
coordination with the World Bank's ASAO II and EEC's CSRP, are 
only the beginnings of a Inedium-term process of overall cereal 
sector reform. And cereal sector reform is itself only the first 
stage in the process of reforming the overall agricultural 
marketing system. While the GOK and the donors are agreed on the 
general direction of reform, only in the context of implementing 
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the various reform activities to be undertaken in the next several 
years will specific guidelines for difficult policy issues 
emerge. For instance, the GOK still tends to see food security 
issues as being wholly addressed by the public sector. The 
experience of enhancing the private s~ctor role through KMDP will, 
hopefully, broaden their perspective. Only in that context can 
the question of the appropriate relationship between NCPB and the 
private ~ector intermediaries in a food security strategy l~ 
addressed. Similarly, the possibility of utilizing more 
sophisticated financial instruments, such as futures markets, as 
part of a food security strategy needs to be examined. USAID 
intends to continue to be an active collaborator in the process of 
identifying policy problems and solutions in the broad area of 
agricultural marketing. 

The present portfolio of USAID projects supports initiatives that 
share similar objectives to those of KMDP. The Fertilizer pricing 
and Marketing Reform Program (FPMRP) is designed to increase 
fertilizer use by smallholders while strengthening the domestic 
distribution system. An underlying theme in both KMDP and FPMRP 
is to support much broader private sector participation in 
marketing and trade activities and to improve efficiencies in 
services provided to the smallholder. The Agricultural Management 
Project is strengthening the capacity of private (and public) 
agribusiness enterprises to serve their clientele, and the Rural 
Private Enterprise Project has made loans to private rural 
agribusinesses in Kenya. These market development and 
agribusiness support efforts represent one set of activities aimed 
at increasing productivity and income growth in the near-term. 

A second major program area involves USAID support to agricultural 
research and to technology development and transfer to 
small-to-medium-scale producers. Support to the Kenya 
Agricultural Research Institute (KARl) and Egerton University, 
including an evolving linkage between the. 'J iustituticns, are 
expected to yield major benefits over the longer-term. The 
applied policy research program, currently based at Egerton, is 
directly addressing agricultural marketing and policy related 
issues and will be integrated within KMDP. KARl's focus on the 
development of appropriate technologies and their adoption by 
small-to-medium-scale farms is complementary to KMDP. Increases 
in farmer income derived from improved performance of commodity 
marketing arrangements should accelerate the adoption of 
yield-increasing technologies. 

Thus, KMOP is a central component of USAIO's strategy for 
increasing agricultural marketing efficiency and promoting 
improved agribusiness services to smallholders. The Program is 
directly supportive of the broader USAIO and GOK objectives of 
accelerating agricultural growth in Kenya. 
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IV .. PROGRAM DESCRIPTION , 

A. Goals and Objectives 

KMDP's long-term goal is to assist Kenya in achieving increased 
agricultural producti7ity and increased net farm incomes. 
Agricultural productivity refers to increasing the difference 
between the value of inputs and the value of outputs (value added) 
in the agricultural activities under the Program. 

KMDP will combine support for policy reform with targeted 
investments in the road infrastructure and maintenance used by 
market actors who buy, store, ship and sell agricultural 
commodities. KMDP policy measures will remove restrictions on 
private maize and bean trading activities presently inhibiting 
Kenya's informal cereals sector as well as stimulate a greater 
commitment by the GOK to the sustained allocation of resources for 
road maintenance. Infrastructure investments provided by the GOK 
contribution to the Program will be aimed at reducing the real 
transport costs of moving maize and beans between surplus and 
deficit areas. As a result, a decrease in maize and bean 
marketing costs is expected. In the short term, this will 
contribute to higher farmgate prices for maize and beans and 
increased net farm incomes for maize and bean producers. In the 
longer term, (more than four years), if maize and bean prices are 
influenced more by supply and demand relationships than by 
distortions r.esulting from government interventions and poor 
roads, price signals will provide producers with incentives that 
direct investments. 

B. Program Purpose 

The purpose of the Program is to develop a more efficient national 
maize and bean marketin~ system that will provide greater price 
incentives to maize and bean producers. Market efficiency refers 
to the market participant's use of the least cost combination of 
resources (inputs) to maximize marketing throuput and profits 
(output). Specifically, the Program will result in: 

• reduced average unit marketing costs due to increased 
marketing volume; 

• reduced transport costs due to improved and better maintain~d 
inter-market roads; 

• reduced marketing costs due to improved access to market 
information; 

• increased producer prices for maize and beans as a result of 
lower marketing costs and increased competition; and 

price signals that provide more accurate information to 
producers on maximizi~g productivity and net farm incomes. 
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By 1994, the end of the four-year program period, USAID/Kenya 
expects to see an environment in which informal sector maize and 
bean marketing are no longer constrained by administrative 
controls on inter or intra-district commodity movements. Analysis 
indicates that the elimination of maize and bean movement controls 
currently in force will result in an approximate 25-30% reduction 
in marketing costs. Marketing cost reductions will result in an 
approximate 7-12% increase in farmgate maize prices. Marketing 
costs will be further decreased by a an approximate 45-55% 
reduction in transporter operating costs resulting from 
rehabilitation of inter-market roads. To sustain the benefits of 
road improvements, the Government will increase non-personnel 
recurrent budget support for road maintenance by 10\ (real) in 
each of four years beginning in 1990. USAID and the GOK will 
undertake, on a continuing basis, studies and dialogue on the past 
experiences, current constraints and required actions to ·improve 
and sustain road maintenance and budget allocations for this 
purpose. Finally, the capacity of government institutions 
responsible for market information dissemination and policy 
analysis and planning will be increased. 

Key assumptions linking the purpose and goal are that higher 
producer prices will result in higher net farm incomes and that 
higher net farm incomes will provide incentives to intensify 
production. It is also assumed that there will be sufficient 
market entrants to ensure competition, that increased competition 
and reduced marketing costs will result in higher farmgate prices, 
and that improved macroeconomic policies and technology 
availability will support factor reallocation toward increased 
agricultural productivity. 

C. Outputs 

To achieve the Program purpose of increased national maize and 
bean market efficiency, KMDP will support the GOK in structural 
reform, institutional strengthening and infrastructure 
development. The Program will provide overall support a"~ 
specific assistance to: 

* eliminate movement restrictions on selected agricultural 
commodities; 

disseminate information concerning market regulations and 
prices on a regular basis; 

identify, plan for, finance and undertake investments in road 
improvement and maintenance; and 

increase the Ministry of Agriculture and Ministry of Public 
Works capacity to analyze, design, monitor and implement 
investment and policy decisions. 

1. ~~nt Restrictions on Maize. Beans. Maize 
Products. Sorghum and Millet Eliminated 
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The elimination of administrative limitations on the movement of 
maize, beans, maize products and minor grains in the informal 
sector forms the core of KMDP's policy agenda. Commodity movement 
decontrol has two aspects: 1) removing the commodity from the list 
of "scheduled" commodities under the National Cereals and Produce 
Board's mandate; and 2) eliminating inter and intra-district 
"movement controls" affecting that commodity. A phased approach 
to informal sector movement decontrol allows room for decision 
maker and private trader learning of market signals. Public 
decision maker understanding of these signals will underpin future 
and consistent market liberalization decisions. Private trader 
learning will underpin investment decisions important to the 
success of liberalization. 

The Government will announce the descheduling and movement 
decontrol of beans, millet and sorghum by April, 1991. This 
announcement will be undertaken as part of the mar.ket information 
activities described above. By April 1992, the Government will 
announce the elimination of movement controls on maize and maize 
products. 

a. Bean, Sorghum, and Millet Moyement Decontrol 

The NCPB markets relatively insignificant quantities of beans, 
sorghum and millet. In the case of beans it is estimated that 
NCPB markets only 10\ of total marketings. Nonetheless, as beans 
are one of several minor crops under NCPB's schedule, bean traders 
incur transaction costs either in acquiring movement permits or in 
avoiding administrative control points. 

To eliminate unnecessary bean, sorghum, and millet marketing 
transaction costs and to allow minor grain traders to exploit 
economies of scale in transport and handling, the Government will 
decontrol the movement of these commodities. This will entail 
amending the relevant legislation; eliminating these commodities 
from NCPB schedules; and announcing the new regulations to market 
actors, producers and district administrators. Decontrol will in 
no way limit NCPB's authority to purchase bean, millet and sorghum 
stocks. However, the substantial informal sector bean and minor 
grain marketing will no longer be illegal and subject to 
administrative control. 

Program-assisted data gathering and analysis units in the Ministry 
of Agriculture will monitor the impact of bean, millet and sorghum 
decontrol on commodity movements, load sizes, transport distances, 
and farmgate prices. Working papers will be published that assess 
the efficiency and welfare implications of decontrol as well as 
identify areas for additional policy intervention or analysis. 
These working papers will constitute the basis for dialogue 
concerning further decontrol of the cereals sector. 

b. Maize Decontrol 
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To gain the complete range of efficiency increases envisaged under 
KMDP, the GOK will eliminate restrictions on the inter and 
intra-district movement of maize. This will primarily affect 
traders and producers active in the informal market where an 
estimated 50% of total maize marketings take place. Movement 
decontrol will mean that traders will no longer need movement 
permits to market maize and that moving maize without such a 
permit will not subject the trader or transporter to 
administrative sanctions. Movement decontrol will not affect the 
NCPB's authority to purchase maize. Decontrolling maize movement 
will entail the amendment of existing legislation and the 
announcement of new regulations. The MOA's Market Information 
System will be responsible for announcing maize movement decontrol 

The Ministry of Agriculture will establish the Applied Research 
Monitoring and Evaluation System (ARMES is described in Section 
IV.F). ARMES will combine the Farm Management Division (FMD) data 
collection and compilation activities with the Development 
Planning Division's (DPD) policy analysis and planning 
activities. These MOA data gathering and analysis units will have 
established the necessary baseline data and monitoring structures 
to assess the impact of decontrol on commodity flows between 
surplus and deficit areas, load sizes and transport distances, 
marketing and trader margins, market entry, district level 
compliance, and impact on farmgate prices. Within three months 
after decontrol, ARMES will publish a working paper with some 
preliminary indications of movement decontrol impact. This paper 
will provide the basis for further dialogue concerning additional 
interventions or policy changes. 

2. campaigns to Announce Commodity Prices and Regulations 
Affecting Commodity Movement Implemented 

To increase producer and trader understanding of administrative 
and economic parameter~ affecting their production and marketing 
decisions, the Gove:ament will announce commo6ity movement and 
marketing ~egulations and commodity price information on a regular 
and timely basis. It is assumed that greater government 
commitment to m&rket transparency, as evidenced by dissemination 
of regular and timely market information, will underpin increased 
private trader confidence in the predictability of conditions 
affecting returns to marketing investments. 

a. Commodity Prices 

To enhance market transparency resulting from the announcement of 
existing regulations, the MOA will resume dissemination of 
commodity market price information. Based on experience gained, 
the MOP.' s Farm Management Division (FMD) will develop extension 
messag~s letting farmers know how they can use price information 
in their ~roduction decisions. The MOA will also begin developing 
the necessary budget structures to establish FMD's Market 
Information System as on integral part of their market support 
program. 



.;.,37 

b.Movement Controls 

Information on existing regulations affecting inter-district and 
intra-district maize and beans movement will be widely 
disseminated in order that informal market actors and district 
administrators more fully understand what activities are legal. 
At present, regulations allow the inter and intra-district 
transport of ten bags of maize without requiring a movement 
permit. This regulation is enforced with great variability across 
districts, In some districts ten bags can be moved without a 
permit while in others the movement of only two bags is allowed. 
The Ministry of Agriculture will compile written descriptions of 
all laws affecting the movement of maize and beans. Based on this 
information, and in accordance with maize and bean marketing 
calendars, a schedule of public media announceme~ts and extension 
messages will be established and implemented. A follow-up letter 
from trle Ministry of Plannning and National Development (MPND) 
will be addressed to all district level authorities to ensure 
compliance. MOA extension agents and marketing officers will 
monitor district level administrative compliance and how 
effectively information is reaching traders and producers. In 
addition, MOA activities under ARMES will assess the impact of 
this information on maize and bean supply flows within and across 
KMDP districts as well as the impact on farmgate prices. 

3. Road Conditions Improved and Maize and Bean 
Tranaportation Costs Reduced 

The elimination of movement controls and the dissemination of 
market information will have a greater economic impact if 
transport costs are concurrently reduced. At present, the 
det&riorating state of inter-market roads increases transport 
costs significantly. Inter-market roads (classified as C and D 
roads under the Ministry of Public Works road classification 
system) are those roads that link production areas and smaller 
marketplaces with trunk roads and larger marketplaces. KMDP will 
rehabilitate and maintain 1,500 kms of of these roads beginning in 
the second program year. As a result, maize and bean trader 
operating costs will be reduced by between 45\ and 55\ on 
rehabilitated and maintained roads. 

The Ministry of Public Norks will monitor the impact of road 
rehabilitation and maintenance. Impact monitoring will be based 
on data indicating traffic volumes; types of vehicles; distances 
traveled; types and volumes of commodities transported; and fuel, 
spare, tire and lubricant costs. For each set of roads to be 
rehabilitated, a baseline survey will be conducted prior to the 
commencement of rehabilitation activities. 

4. ~~istry of Public Works Capacity to Maintain Inter-Market 
Roads Increased 

If long-term road maintenance is assured, road improvements can 
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have maximum economic impact. At present, the Ministry of Public 
Works' non-paved road maintenance resources decline annually as 
personnel costs absorb increasing proportions of the MOPW's total 
budget. Under KMDP the GOK will undertake a study to determine 
how best to increase road maintenance financing. Possible sources 
of funding include user fees, licenses, and fuel taxes The MOPW 
may also increase road maintenance funding by realigning r.ecurrent 
budget expenditures in favor of road maintenance. Whatever the 
source of funding, the GOK is required by the conditions precedent 
to disbursement to increase recurrent budget support for 
non-personnel expenditures in the MOPW's Roads Maintenance Branch 
by no less than 10% in "real terms" each year for four years 
b,eginning in 1990/91. The GOK also covenants to seek to 
institutionalize a level of budget allocation for road maintenance 
commensurate with requirements to maintain efficient inter-~arket 
transportation of agricultural commodities. Progress in this 
effort will be tracked by annual consultations with and reports 
from the Ministry of Public Works. 

5. Government policy Analysis. Policy Implementation 
Investment Planning and Market Information Dissemination 
Capacity Improved 

Through the training and technical assistance provided by the 
Program, the capacity of the Ministry of Agriculture's Farm 
Management and Development Planning Divisions will be improved. 
These divisions will demonstrate improved organizational ability 
to collect and compile data, conduct policy analysis, monitor and 
evaluate the impact of reforms, and identify policy revisions or 
new areas for reform. ARMES (Described in Section IV.F) will 
assist in improving the accuracy and timeliness of FMD data. It 
will foster the inclusion of these data in DPD analysis aimed at 
resolving market policy reform issues. ARMES will also take the 
lead in monitoring and evaluating the impact of KMDP policy, 
information and infrastructure investment activities. Finally, 
ARMES will foster increased Ministry of Agriculture research and 
analytical collaboration with the University of Nairobi's 
Agricultural Economics faculty and with Egerton University. This 
will be accomplished by incorporation of the commodity marketi~g 
analysis currently being undertaken by a team of economists from 
both universities. Although ARMES provides a vehicle through 
which to channel resources, technical assistance and training, it 
does not constitute a new institutional structure. Instead, it 
coordinates and adds focus to the existing activities of the Farm 
Management and Development Planning Divisions. In this way, the 
Government's data gathering and analysis capacity will be upgraded 
in a cost effective and sustainable manner. 

In the mid-1980's the Farm Management Division collected and 
disseminated market price information via radio on a weekly 
basis. Although price data continue to be collected in the course 
of the FMD's regular activities, the dissemination of cereal and 
horticultural commodity price information ended in 1988 due to 
funding shortfalls and increased Voice of Kenya radi~ time rates. 
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During the past two years, FMD has upgraded its MIS capacity by 
recruiting, training, and posting 80 university graduated 
marketing officers at the district level. The system is presently 
constrained by a low level of financial, transportation, 
communication and computer resources. While initially focusing on 
market areas most closely tied to the seven KMDP districts, KMDP 
will assist the Market Information System in upgrading the 
accuracy and timeliness of market price dissemination. Training, 
technical assistance, commodities and financing will be provided 
to reinstitute, upgrade and manage the Farm Management Division's 
Market Information System. The realignment of existing budget 
structures will produce funding so that the MIS can continue on a 
sustainable basis. 

The key assumptions linking the outputs and purpose are that: 1) 
the Government has the will to implement the information campaign 
and ensure district administrative compliance; 2) the Government 
will develop confidence in its ability to manage drought after 
maize market liberalization and will not reinstate movement 
controls once eliminated; 3) the Ministry of Public Works and the 
District Development Committees will use the agreed upon criteria 
in selecting roads for rehabilitation; 4) adequate iuel, 
equipment, road material and counterpart funds will be available 
to support the planned roadwork; 5) increasing resources for road 
maintenance will not run counter to future World Bank and IMF 
budget rationalization programs; 6) the Ministry of Agriculture 
will be able to retain competent staff and appropriate technical 
assistance can be obtained; 7) the Government will base policy 
decisions on supporting analyses; and 8) drought will not overly 
disr~pt implementation of the research and monitoring plan. 

D. Program Inputs 

The Program's resources are organized into three categories: 1) 
sector grant and food assistance transfers contingent upon 
achievement of policy conditionality; 2) government contributions 
to support institutional strengthening and road improvements; and 
3) dollar grant funded technical assistance and commodity 
procurement. 

1. Sector Grant and Food Assistance Transfers 

Upon satisfaction of conditions precedent, dollar sector grants 
and food assistance will be made available to the GOK. As 
described in the Background Section on the Macroeconomic 
Fr3mework, Kenya faces decreased foreign exchange earnings, 
burgeoning ertecnal debt service payments, a growing current 
account deficit, and potential near-term decreases in foreign 
assistance flows. The proposed sector grant will assist Kenya in 
alleviating these pressures. 

In accordance with current Africa Bureau guidance (90 State 50709, 
15 February 1990), incorporating Agency guidance concerning ESF 
dollar tracking (87 State 325792) (Appendix H), the sector grant 
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will be placed into a separate special account and used for 
general imports. The grant agreement will contain adequate 
accountability procedures as required by 87 State 325792. The GOK 
will make counter-deposits of local currency into another special 
account, tied in timing and amount to the dollar disbursements. 
These counter-deposits are in addition to the $38 million host 
country contribution discussed in the next section, and will be 
programmed according to the criteria and procedures described in 
the next section. 

The conditions precedent to initial and subsequent disbursements 
of funds are expected to secure attainment of KMDP outputs. These 
policy and administrative reforms are considered essential to the 
achievement of the Program's purpose of developing a more 
efficient national maize and bean marketing system and providing 
greater price incentives to maize and bean farmers. The rationale 
for conditions precedent and performance indicators are set forth 
in detail in Section IV.E. 

2. Counter-deposits 

Per Bureau guidance, counter-deposit local currency will be 
programmed for costs not to duplicate those financed by the Host 
Country Contribution (Illustrati.ve Budget for GOK Contribution -
Table 4), in the following priority order: 

a. Support of the Kenya Market Development Program, as defined 
in this document and its annexes; 

b. To the extent the first priority cannot absorb the 
counter-deposits, support of the sector program, according to 
the following criteria: 

What are the most important issues, supportive of the 
sector program, being addressed by the GOK and of 
concern to USAID/Kenya; 

For which of these issues is USAID/Kenya capable of 
offering effective assistance in addressing? 

Are financial resources made available from non-donor 
assisted funding sources adequate to address these 
issues effectively? 

If financial resources are not adequate, are other 
donors planning to contribute to this area in order that 
resources are sufficient? 

If not, would the GOK be interested in USAID assistance 
in this area? 

'- If so, are the resources that USAID could offer 
sufficient to attain a critical miss Ind have a 
significant and remarkable impact? 
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The.· established process for budgeting, monitoring and auditing of· 
~ounter~deposited local currency. The process is as followsf 

Based on the Program Agreement, a special separate, 
non-coming led account will be set up for all 
counter-deposits. The GOK will notify USAID when this has 
been accomplished. A.I.D. records will show whether this has 
been dona or not. The Program Agreement will specify that 
the amounts of the deposits required will be based on the 
highest exchange rate legally available to any person for any 
purpose in Kenya. The Program Agreement will also specify 
permissible uses of these deposits and will be supplemented 
by PILs when the need arises. 

The Controller's Office and the appropriate technical office 
will determine the amount of the counter-deposit that is to 
be deposited from each conditionality-based disbursement. 
This amount will be discussed and agreed upon with the GOK 
Treasury. In the case of counter-deposits from non-project 
sector assistance, immediately upon receipt of each dollar 
disbursement, the GOK will deposit the equivalent agreed upon 
amount into the special, separate, non-coming led account. 
When the amounts are deposited in the special account, USAID 
will receive prompt notification of the counter-deposit and 
the amount of deposit from the Central Bank of Kenya via 
Treasury. The Program Office and appropriate technic~l 
office will then review the process and amount of deposit for 
conformance with program agreements. 

Before disbursement of any of the deposited special account 
local currency, the GOK, in form and substance satisfactory 
to A.I.D., will show that the counter-deposit is included in 
the GOK budget. To initiate the inclusion in the GOK budget 
process, GOK Treasury officials, the USAID Program Office and 
appropriate USAIO technical office(s) jointly identify the 
activities to be funded. Agreement will be formalized 
through a PIL countersigned by the GOK. The PIL will 
describe the GOK budget vote, sub-vote, head, sub-head, item 
number and title, plus the amount to be attributed to each 
activity. The GOK will then include the agreed upon 
activities in their printed budget estimates. To verify the 
inclusion, USAID will analyze the GOK's Development Estimates 
which is printed every June. 

Disbursement from the local currency special accounts will be 
based on the GOK budget timeframe. The Program Office and 
Controller's Offices will verify that disbYrsements are for 
the jointly agreed upon purposes and that counter-deposits 
are made in the correct amounts and on a timely basis. 

The GOK will furnish USAID, in form and substance as USAID 
may reasonably request, with all reports and information 
relating to activities financed with funds from the local 
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currency'special accounts and the performance of the GOK's 
obliga~ions with respect thereto. The GOK will maintain, or 

. cause to be maintained, in accordance with duly accepted 
accounting principles and practices consistently applied, 

. such books and records relating to the local currency special 
accounts as are necessary to adequately show, without 
limitation, the receipts and uses of funds from the local 
currency special accounts. Such book~ and records will be 
audited regularly in accordance with generally accepted 
auditing standards, and maintained for at least three years 
after the date of the last disbursement from the local 
currency special account. The G0K will also permit AID or 
any of its authorized representatives to inspect, at all 
reasonable times, the books and records maintained by the GOK 
as r~quired under the Program Agreement and to inspect the 
activities financed from the local currency special accounts. 

Specific to this Program, the appropriate technical office will be 
the Agricultural Office. The above criteria will be applied 
within the GOK's general agricultural budget. 

2. Goyernment Contributions 

As called for in the conditions precedent, the GOK will establish 
a Kenya Market Development Frogram Budget line item in the budgets 
of the Ministries of Public Works and Agriculture. The line item 
will serve as additional budgetary resources for the Program in 
the two ministries. GOK contributions will assist these 
institutions in: 1) meeting the costs of implementing both the 
policy reform agenda and the market information system and 
analyzing the impact of these activities; and 2) providing GOK 
budgetary resources for targeted road improvements. A portion of 
the GOK contribution will be used for a local accounting firm to 
monitor this host country contribution. (The $33 million 
equivalent host country contribution is sometimes referred to in. 
this PAAD as a "budget contribution", since it will be made 
through the GOK budget.). 

To take account of Kenya's increasing infl~tion rates and the 
substantial expenditure of local currency on fuel, a contingency 
of approximately $3 million (equivalent) is included in the GOK 
budget. 

a. Ministry of Public Works Local Currency (Host Country 
Contribution) Use 

The MOPW will use approximately $30 million in GOK-provided local 
currency to f,~ance private contractor iml . Jvement and maintenance 
of approximately ~,500 kms of inter-market roads and to monitor 
the impact of th~se improvements. Road rehabilitation work will 
be done over three years beginning in the second year of the 
Program. 
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Roads will be selected according to criteria combining assessments 
of present and potential maize and bean supply flows, the capacity 

,to link marketplaces, types and volumes of traffic, environmental 
factors and their potential impact on maintenance costs, and the 
costs of road improvement. 

Road selection will be carried out on an annual basis. Initial 
identification will be by District Development Committees (DOC) 
based on guidelines from the Ministry of Public Works. The roads 
identified must be, unless the parties otherwise agree in writing, 
those that: 

(1) currently carry significant volumes of maize and beans; 

(2) are used by 50 - 70 vehicles per day and primarily by small 
trucks, vans and buses; 

(3) require rehabilitation, rather than routine:oi p~riodic 
maintenance; , 

(4) link directly, or through connecting road networks, primary 
and iutermediate marketplaces; and 

(5) are classified as C, 0 (or on an exceptional basis E) roads. 

A list of roads identified will be submitted to the MOPW and will 
be ranked based on their Internal Rate of Return (IRR), with those 
below a minimum IRR being eliminated. A list of roads proposed 
for funding will be submitted to the KMDP Steering Committee for 
concurrence. The approved list will be forwarded to the DOC's for 
implementation. Roads will be restored or improved to gravel 
standards. In some areas, due to climatic and topographical 
factors, roads may need paving and the installation of small 
bridges or culverts. 

The road rehabilitation work will be performed by private 
contractors. Contracts are expected to be tendered competitively 
at the district level, unless the size of the contract exceeds the 
district authority. Supervision of the contracts will rest 
primarily with the District's Works Officers. Prior to the award 
of contracts, district officers, as necessary, will receive 
training in contract tendering, contract management and road 
selection criteria. 

During the Program, the equivalent of $2 million in Kenyan 
Shillings will be allocated by the GOK to maintenance for the 
roads rehabilitated under KMDP. This amount shall be additive to 
and not in substitution of the GOK's required annual increased 
allocation for road maintenance. Routine maintenanc~ will be 
performed by MOPW's Road Maintenance Branch using modi-fied 
labor-based or mixed technology methods. 



Two types of monitoring will take place under this component: 
implementation monitoring (budgeting, expenditures, and contractor 
performance) and impact monitoring. On a quarterly basis the MOPW 
will report to USAID on the overall progress of the road program. 
In addition, a local firm will be hired by the GOK to monitor MOPW 
use of the GOR contribution and private contractor performance and 
will provide copies of its reports to USAID. 

MOPW staff will collect data on transport costs, volumes, and 
distances traveled in order to assess the impact of road 
improvements. District data will be analyzed by national level 
MOPW technicians to inform decisions concerning increased road 
maintenance resources and market reform. This will call for 
upgrading the existing system of data collection and analysis 
through training in computer skills and analytical approaches 
(including the Policy Analysis Matrix - described in.detail in 
Section IV.F), the provision of computer hardware and software, 
per diem for in-country travel, transport capacity (fuel, 
vehicles), and short-tarm technical assistance. 

b. Ministry of Agriculture Budget 

The MOA will use $2.6 million in GOK budgetary contributions in 
supporting the market information system and in undertaking data 
collection and analysis regarding program impact and policy 
reform. The MOA's Farm Management Division (FMD) will be 
responsible for collecting wholesale and retail grain and 
horticultural commodity prices at selected marketplaces in the 
seven program districts and adjacent major urban centers such as 
Nairobi and Kisumu. Eventually this system is expected to be 
expanded to cover all major markets in Kenya. Price information 
will be disseminated to the public through twice weekly media 
announcements or other appropriate means. Although FMD managed a 
similar activity in the past, system upgrading to ensure the 
timeliness, quality and use of information is required. This will 
entail providing survey method training to district level MOA 
technicians, telephone and fax facilities, computer hardware and 
softw&re, vehicles, media advertising assistance, and short-term 
technical assistance. In accordance with program conditionality, 
FHD's Market Information System will also announce regulations 
affecting maize, bean, sorghum and millet marketing at the 
beginning of each mark~t ~eason. 

The Farm Management Division will collect and compile data on 
farmgate prices and enterprise profitability. In coordination 
with the policy Analysis Matrix university teams, the MOA's 
Development Planning Division (DPD) will use this data in 
evaluating the actual and potential impact of KMDP policy 
reforms. At the district level, FMD staff will require training 
in survey methodologies, computer hardware and software, transport 
capacity, and materials for recording data. MOA/FMD staff at the 
national level will require training in simple analytical 
methodologies, (to be provided by the University of Nairobi and to 
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include training in use of the Policy Analysis Matrix), computer 
hardware and software, and short-term technical ass:~tance for 
systems development. 

DPD will be the lead government agency in conducting applied 
research, monitoring and evaluation to underpin USAID/GOK 
discussions concerning program conditionality. This division will· 
require short-term technical assistance for topical analysis, 
seminars, and training in the PAM methodology. 

DPD will also take the lead role in organizing and implementing 
workshops and seminars intended to educate government officials as 
to the role of competitive markets in the Kenyan economy in 
general, and KMDP policy reforms and investments specifically. 
Participants at these meetings will include representatives from 
the ministries represented on the KMDP Policy Committee, policy 
analysts from the universities implementing the PAM, and other 
high· level representatives. 

Table 4 
GOK Contr':.b.u,tion-KSh Budaet 

($000 equivalent) 

Road Rehabilitation 
Road structures (i.e. bridges) 
Road Maintenance 
District Road Eng. Travel 
Road Inspection Visits 
Data Collection (MOPW) 
Data Collection (MOA) 
Training 
Seminars/Workshops 
Media Costs - Market Info. 
Local Currency Monitoring 
Technical Assistance (short-term) 
Facility Development (MOA) 
Data Gathering Equipment (MOPW) 
Contingency (@ 9\) 

Total 

25,000 
3,000 
2,000 

25 
10 

1,500 
1,585 

300 
135 

75 
500 
500 

28 
125 

3.130 

38:000 

3. Dollar Supported Technical Assistance and Commodity 
Procurement 

Short [nd long-term technical assistance will be provided to the 
Ministries of Public Works and Agriculture, the University of 
Nairobi, and Egerton University. Within these institutions, 
technical assistance will develop and support the capacity for 
evaluating and analyzing the impact of KMDP reforms and 
investments during program implementation. An additional major 
objective of this technical assistance is the development of the 
institutional linkages and capacities to foster increased and 
sustainable university-government cooperation in identifying and 
implementing agricultural policy reforms. 
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Nine person-years of long-term technical assistance, composed of 
two long-term advisors in the MOA, one in the MOPW and one in the 
university activities, will be provided. Commodities, including 
vehicles, computer hardware and software, traffic counters and fax 
machines specifically related to implementing the roadwork 
component and market information systems and assp.ssing program 
impact will be provided. 

The proposed technical assistance, commodity support, and training 
will require a total of $5 million over the four-year program 
period with the majority of the funds to be used for technical 
assistance and related costs associated with policy studies, 
reform implementation, and institutional strengthening. 

At this stage, it is planned that two A.I.D. direct technical 
assistance contracts will be financed. One will be a 
competitively awarded contract for provision of short-term and 
long-term technical assistance to the Ministries of Agric~lture 
and Public Works, short-term training in-country, and commodity 
procurement. This contract is planned to be a joint U.S.-Kenya 
proposal and will utilize as much Kenyan technical assistance as 
possible. The other technical assistance contract will be awarded 
to Stanford University and the University of Arizona through a 
buy-in to the centrally-funded Agricultural Policy Analysis 
Project (APAP). This contract will provide short-term and 
long-term technical assistance to the University of Nairobi and 
Egerton University in implementing applied research and analysis 
programs employing the Policy Analysis Matrix (PAM) approach. 

a. Long-Teem Teqhnical Assistance to the MQA/FMD 

Technical assistance will be provided to the Farm Management 
Division's Input, Credit and Marketing Branch to develop a market 
price information system and to promote the use of market price 
data analysis in government policy making. Technical assistance 
will help to 1) develop a plan for the collection and 
dissemindtion of market price data including identification of 
markets, commodities, users, channels, and terminology; 2) 
upgrade market data collection, dissemination and end use 
monitoring capacity, 3) develop a system for the routine 
monitoring and analysis of market price trends, correlations, 
temporal and spatial differentiation, and how quickly price 
changes are transmitted from one market level to the next; 4) 
develop extension messages on farmer use of market price 
information; 5) initiate the d~velopment of a system of grades 
and standards to facilitate trading at a distance; 6) develop a 
long-term plan for the improvement of commodity trading including 
futures markets, forward contracts, and leg~l methods fot contract 
enforcement; and i) provide on-the-job training to Kenyan 
counterparts. 

Technical assistance will be provided to FMC'S R~gearch Branch to 
assist in upgrading its capacity for farmgate commodity price 
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collection and analysis. This technical assistant will be the 
Chief-of-Party to the technical assistance team. He/she will have 
the overall responsibility for ensuring that government decision 
makers employ market and farmgate price information and analysis 
in developing policies affecting agricultural markets, and that 
government and university policy analysts collaborate in the 
analysis of data concerning agricultural market efficiency and its 
impact on farmgate profitability. Other responsibilities will be 
to assist in: 1) developing a conceptual approach for introducing 
farmgate price information into policy discussions; 2) developing 
FMD's capacity to collect, compile and analyze farm price data; 
3) identifying the determin?~ts of farmgate prices; 4) evaluating 
the impact of market policy . ~forms on farmgate prices; 5) 
determining how farmers employ price signals in their enterprise 
mix decisions; and 6) providing on-the-job training. 

b. Long-Term Technical Assistance to MQPW/DPCD 

Technical assistance will be provided to the Ministry of Public 
Works Development Planning anj Coordination Department in order to 
improve its capacity to eval .dte the economic impact of road 
improvement investments. Specifically, technical assistance will 
assist in: 1) developing a strategy for introducing road 
improvement impact information into policy decisions; 2) 
developing a conceptual framework and identifying data 
requirements for analyzing road improvement impact; 3) 
establishing computer systems for the compilation and analysis of 
transportation system data; 4) improving district level capacity 
for data collection; 5) developing a system for monitoring 
progress in implementing KMDP's road improvement component; 6) 
performing environmental analyses of proposed road rehabilitation 
activities; and 7) providing on-the-job training. 

c. LQng-Term Technical Assistance to the Universities 

To continue work previously started under USAID's Institutional 
Development for Agricultural Training project, technical 
assistance will be provided to Egerton University and the 
University of Nairobi for applied research activities in 
collaboration with Stanford University and the University of 
Arizona. This assistance will support the expansion of the Policy 
Analysis Matrix (PAM) methodology for policy analysis. Previous 
experience with PAM in Kenya has illustrated its appropriateness 
for assessing the impact of government policies on the private 
profitability and overall economic efficiency of commodity 
systems. Under KMDP, university-government ministry collaboration 
in undertaking PAM activities and reviewing results will lay the 
basis for a lon~-term effort to analyze constraints to increases 
in agricultural productivity. This collaboration will also 
provide another vehicle Cor building the broad consensus necessary 
to support KMDP policy reforms. Technical assistance will focus 
on: 1) developing the linkages between the two universities and 
government ministries involved in agricultural sector policy 
decisions; 2) assisting in the applied research activities using 
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the P6licy Analysis Matrix approach; 3) develdping curriculum
materials for training,in applied analytical approaches, includtng-: 
PAM; and 4) providing short-term classroom and on-the-job 
training. 

d. Short-Term Technical Assistance 

Fifty-five person months of short-term technical assistance are 
programmed for the MOA, MOPW, and Egerton and Nairobi 
Universities. Although these plans may change, specific 
analytical agendas and short-term technical assistance 
requirements will be outlined in each institution'S annual work 
plans developed under the direction of the KMDP Steering 
Committee. The following is an illustrative list of anticipated 
short-term technical assistance requirements: 

(1) Ministry of Agriculture 

(a) Inventory of regulations affecting maize and bean trading; 
(b) S~acific studies of the impact of announcing market 
regulations on commodity flows and marketing techniques; 
(c) Development of a strategy for implementing and sustaining 
a national market price information system; 
(d) Development of predictive scenarios of the impact of 
maize and bean decontrol on national food security and the 
NCPBi 
(e) Analysis of possible future roles for NCPB in grain 
marketing; 
(f) Development of a national food security strategy; 
(g) Evaluation of the private sector's capacity to respond to 
liberalization; 
(h) Analysis of the agricultural input sector's response to 
market liberalization; 
(i) Development of strategies for commodity market structure 
(including forward contracting and futures); 
(j) Assessment of the potential impact of maize movement 
decontrol on farm enterprise mix; and 
(k) Identification and monitoring of the impact of maize 
movement decontrol on "losers" in the marketing system. 

(2) Ministry of Public Works 

(a) Evaluation of private sector potential to expand its 
contract roadwork capacity; 
(b) Development of strategies to reduce costs within the 
ministry; 
(c) An analysis of optimum road maintenance funding 
requirements and management; 
(d) An analysis of past road maintenance experience and 
lessons learned; 
(e) Analysis of alternative methods of obtaining revenues for 
inter-market road maintenance; 
(f) Analysis of potential environmental impact of proposed 
road rehabilitation activities; 
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(g) Evaluation of district level Ud~d COLLeCClon capaclty and 
strategies for improvement; and '. ". 
(h) Development of a system for tracking road rehabflitation: 

e. University Personnel and Operating Costs 

Approximately $670,000 to be converted into Kenyan Shillings will 
be provided to Egerton University and the University of Nairobi to 
cover the personnel, operating, and workshop costs of implementing 
their applied research program. 

f. Commodities 

The following commodities are planned to be financed directly by 
A.I.D. : 

For the MOPW, one vehicle for district visits, three computer 
systems (systems include software), and 25 traffic counters; 
and 

For the MOA, eight vehicles for district data collection 
activities, five computer systems, and seven fax machines for 
·~:trket price transmission between the districts and Nairobi. 

g. Eyaluation/Audit 

Two evaluations are scheduled: one after the first one and 
one/half years of program implementation and one at the three-year 
point. 

Technical Assistance 

Long-term 
Short-term 

Local University Personnel 
University Operating Costs 

Training 

Table 5 
DQllar Budget 

U.S.$OOQ 

PAM workshops - Short Courses 

Conunodities 
Equipment Maintenance 

Contingencies 

Evaluations/Non-Federal Audits 

"Total 

A.I.D 

2,700 
. 55,0:, 

" .' ~ 

380· 
290 

.60 :to 

460:" 
:'160: 

,.·t 
" , 

100 

300 . 

'5,000 
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E. Program Conditionality and Negotiating Status 

The principal policy issues and proposed refor- measure'~ outlined 
in this document have been discussed and reviewed at the Permanent 
Secretary level in the Ministries of Finance, Agriculture and 
Public Works. The analysis on which the policy agenda is based 
was directed by the Ministry of Planning and National Development 
(MPND) Sectoral Planning Division whose chief was the chairperson 
of the original KMDP Development Committee. This committee was 
composed of technical representatives from the Ministries of 
Agriculture, Planning and National Development, Public Works, 
Supplies and Marketing, and the National Cereals and Produce 
Board. The MPND. representative also chaired the COnUnittee's 
review of the analyses, findings and recommendations. Within 
these fora, GOK representatives have agreed with the goals 
outlined in the reform agenda, although questions remain as to 
timing and specific indicators. Finally, the market structure 
policy reforms are in complete. accordance with the GOK 1989-93 
Five Year Development Plan and Sessional Paper No. 1 of 1986. 

The following is the substance of the non-routine conditions upon 
satisfaction of which disbursements will be made. It is 
anticipated that during the course of negotiations there may be 
non-SUbstantive refinements in the language of the conditionality 
and covenants. As specifically noted, for each condition 
pres~nted, the condition may apply to the project and/or the 
program and/or the PL 480 assistance. The language of the 
conditionality will be designed to reflect the mode of assistance 
against which it is written. The underlying principle has been to 
link policy-based program and PL 480 conditionality. To allow for 
adjustments to a dynamic policy environment, some flexibility has 
been intentionally built into the conditionality. Yearly 
implementation plans for the institutions involved in carrying-out 
and analyzing the impact of the policy reforms will help to adjust 
and refine the reform agenda. Likewise, the variability of 
agro-eco!~gical conditions within Kenya, fluctuating international 
agricultural commodity markets, the impact that the cereals sector 
has on GOK budget deficits, and the important role that 
agriculture plays in the Kenyan economy also demand the 
flexibility that has been designed into the conditionality. 

1. Condition Precedent to Initial pisbursement/Assistance 
(Applicable to KMDP Project and PL 480 Assistance) 

a. For Initial U.S. $15 Million PL 480 Food Assistance Only 

Prior to the provision by A.I.D. of the initial u.s. $15 million 
of PL 480 food assistance, or to the issuance by A.I.D. of 
documentation pursuant to which such assistance will be provided, 
the GOK shall provide, in form and substance satisfactory to 
A.I.D.: 

Documentation confirming that the GOR, through its Ministr) of 
Finance, has formally proposed a Kenya Market Development Program 
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line item for inclusion in the budgets of the Ministries of 
Agriculture and Public Works which shall not be less than the 
Kenya Shilling equivalent of U.S. dollars 40 million over the li~e 
of the Program. The schedule for inclusion of said funds shall be 
the subject of future Project Implementation ~etters (PILs) to be 
issued by A.I.D. 

Projected date for compliance with CP: April 1, 1990. 

b. For Initial U.S. $4 Million KMDP Project pisbursement Only 

Prior to the disbursement by A.I.D. of any funds made available 
under the KMOP Project for technical assistance, training or 
commodities, or to the issuance by A.I.D. of documentation 
pursuant to which such disbursements will be made, the GOK shall 
provide, in form and sUbstance satisfactory to A.I.D.: 

Documentation confirming that the GOR, through its Ministry of 
Finance, has formally concurred in writing with the Request for 
Proposal (RFP) for technical assistance, training and commodity 
procurement to be financed under the Kenya Market Development 
Project Agreement. 

Projected date for compliance with CP: September 1, 1990 

2. Conditions Precedent to Each Subsequent pisbursement/Assistance 
(Applicable to KMDP Program and PL 480 Assistance) 

Prior to the disbursement/provision by A.I.D. 0f any sector dollar 
grant and/or PL480 food assistance, or to the issuance by A.I.D. 
of documentation pu~suant to which such disbursement/assistance 
will be made, the GOK, through its Ministry of Finance, shall 
provide, in form and substance satisfactory to A.I.D., 
documentation confirming that: 

a. The budget allocations for the Ministries of Public Works and 
Agriculture have not been reduced below the budget allocation 
levels for such institutions established in the Government of 
Kenya's Forward Budget for 1990/91. GOK Kenya Shillings provided 
to such institutions as otherwise required by this Program ale to 
be additive resources for such institutions and shall not be 
included for purposes of this Condition Precedent. 

b. The Ministry of Public works has increased the recurrent 
budget support for non-salary items for the Roads Maint~nance 
Brak'ch by not less than 10\ in "real" terms (incremental 
percentage increase less the prevailing inflation rate) for the 
year previous to the year in which the disbursement is sought, and 
has not decreased allocations to the Roads Maintenance Branch 
below the budget allocation for the Kenyan FY 1990/91. In no 
case, shall resources be made available for non-personnel items in 
the Road Maintenance Branch's budget by reducing other road 
maintenance related budget allocations. 
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c. The Ministry of Agriculture (MOA) has planne~ and conducted a 
publicity campaign via the press, radio and administration 
services to inform consumers, producers, and the relevant public 
and private sector parties of the most current laws, regulations 
and policies affecting the movement and marketing of maize, 
processed maize, beans, millet and sorghum within and between 
administrative districts. The specific requirement for compliance 
with this condition shall be the subject of a PIL to be issued by 
A.I.D., but at a minimum shall include: 

(1) For each year for which disbursement is sought, a written 
description of legislation affecting the movement of maize, 
processed maize commodities, beans and minor grains within Kenya. 

(2) For each year for which disbursement ~s sought, a schedule of 
public announcements for removal of movement controls on specified 
agricultural commodities for that year. The specific requirements 
for compliance with this condition shall be the subject of future 
PILs to be issued by A.I.D. 

(3) For each year for which disbursement is sought, written 
confirmation that the publicity campaign set forth in (c) above 
has been conducted by the the MOA in a timely manner prior to that 
year's marketing seasons. 

(4) For each year for which disbursement is sought, written 
confirmation that district and provincial authorities have been 
informed of the regulations described in (c) above and that their 
compliance with these current laws, regulations and policies is 
required. 

3. Conditions Precedent to Sp~cific Disbursements/Assistance 
(Applicable to KMDP Program and PL 480 only) 

a. Initial Tranche Sector Dollar Grant Disbursement (U.S. $2 
Million Sector Grant) 

Documentation, in form and substance satisfactory to A.I.D., that 
the GOK has: 

(1) Through its Ministry of Finance, instructed the MOA that the 
MOA's Farm Management Division is mandated to collect, compile and 
disseminate, via the media, the MOA extension service, and other 
administrative channels, unofficial and official market price 
information on grain and horticultural c~~odlties, to begin with 
the 1990/91 market season; and 

(2) Through the Ministry of Agriculture, developed and is 
implementing a plan for increasing the accuracy, timeliness, 
reliability and use of the MOA's disseminated market price 
information. 

Projected date for Compliance with CP: December 1, 1990 
'0 
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b. ae.cond Tranche Sector Dollar Grant pisbursement and PL 480 
Assistance (u.s. $3 Million Sector Grant: U.S. $10 Million PL 480 
Food Assistance) 

Documentation, in form and substance satisfactory to A.I.D., that 
the GOR, through the Ministry of Finance, has: 

(1) gazetted and announced via the public media and government 
administrative channels the elimination of all movement controls 
on beans and has informed the district and other administrative 
authorities that their compliance with these reforms is required; 
and 

(2) has removed beans, millet, and sorghum from the list of 
scheduled commodities. 

Projected date for compliance with CP: April 1, 1991 

c. Third Tranche Sector Dollar Grant pisbursement and PL 480 
Assistance (U.S. $5 Million Sector Grant and U.S. $15 Million PL 
480 Food Assistance) 

Documentation, in form and substance satisfactory to A.I.D., that 
the GOK, through the Ministry of Finance, hfls gazetted and 
announced via the public media and government administrative 
channels the elimination of movement controls on maize and maize 
products and has instructed district and other administrative 
authorities that their compliance with these reforms is required. 

Projected date for compliance with CP: April I, 1992 

4. Covenants 

a. The Government of Kenya does h&reby c~venant to undertake an 
assessment of the environmental consequenCf!S of its road 
rehabilitation activities financad by its c:ontribution to the 
Kenya Market Development Program, which as!essment shall incluae: 

(1) a review of adverse environmental impacts for each said GOK 
road rehabilitatio~ design and execution; and 
(2) a plan for mitig3tion of identified adverse environmental 
impacts, if any. 

b. The Government of Kenya shall provide to USAID, on a no less 
than annual basis, a report setting forth for each completed road 
rehabilitation activity financed by the GOK contribution to the 
Kenya Market Development Program to include: 

(1) a description of each road rehabilitation activity; 
(2) a statement of the adverse environmental impacts, if any, of 
said activity; 
(3) a description of steps taken to mitigate said adverse 
environmental impacts; and 
(4) an evaluation of the success or failure of said mitigations. 
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c. The Government of Kenya does hereby covenant that, in addition 
to specific requirements of the Conditions Precedent set forth 
under KMOP, it will seek to increase real road maintenance 
budgets, allocations and expenditures to a level commensurate with 
requirements to maintain efEicient inter-market transportation of 
agricultural commodities. During program implementation, the 
required increases shall be the subject of annual consultation 
between USAIO and the Ministry of Public Works, the first such 
consultation to be held no later than May 1, 1990. No less than 
30 days after each such consultatio~, the GOK shall provide a 
report describing its proposal for ccmpliance with this covenant. 

d. The Government of Kenya does hereby covenant to maintain the 
legislative and administrative reforms established under this 
program. 

F. Applied Research. Monitoring and Evaluation System 

In order to evaluate the impact of KMDP policy reform and 
infrastructure development activities, and to continue the 
development of a conceptual approach for evaluating the long-term 
impact of agricultural sector policy reforms, the Program will 
provide technical assistance and local currency resources for data 
collection and analysis activities within the Ministry of 
Agriculture, the Ministry of Public Works, the University of 
Nairobi and Egerton University. This assistance is designed to 
create u system that will integrate the following activities: 

* enhanced farmgate price, market price, production cost, and 
enterprise mix data collection and compilation by the MOA/FMD; 

* enhanced traffic type, traffic volume, transport cost, and 
transport distance data collection, compilation and analysis by 
the Ministry of Public Works; 

* enhanced analysis and planning by the MOA/DPD to underpin policy 
reform regarding agricultural marketing, price stabilization and 
strategic reserve maintenance issues; 

* enhanced analysis and measurement of agricultural policy and 
market road investment impact on market efficiency and farm 
incomes to be carried-out by policy analysts from the University 
of Nairobi and Egerton University. 

These activities will assist in the performance of policy analysis 
in the Development Planning Division of the Ministry of 
Agriculture as well as the Development Planning and Coordination 
Division (OPCD) of the Ministry of Public Works. DPD/MOA has a 
longstanding mandate for policy development in the agriculture 
sector and OPCD/MOPW has the institutional mandate to develop and 
evaluate road investments. Policy analysts from the agricultural 
economics departments of thg two universities are currently 
implementing an applied research progranl focusing on marketing 
issues in the seven program districts. The results of their 
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continued analysis of commodity systems, including maize and 
beans, will contribute to the analytical findings and policy 
impact of KMDP. 

Under the proposed system for applied research, monitoring and 
evaluation, OPO/MOA and O~'CO/MOPW will exchange analytical 
findings relevant to their two policy areas. For example, the 
Ministry of Public Works will provide OPO/MOA with working papers 
and reports on changes in transportation efficiency resulting from 
market policy reforms or road improvement investments. In turn, 
the Ministry of Agriculture will provide MOPW/OPCO with working 
papers and reports concerning farmgate or market price changes 
that could be attributed to road improvements and their impact on 
market efficiency. In this way it is hoped that GOK resource 
expenditures in areas affecting agricultural transportation and 
marketing will be based on a wider array of relevant information. 
The University of Nairobi and Egerton University will also 
contribute to the marketing and infrastructure improvement policy 
dialogue by providing working papers, seminars and reports on 
their applied research results, commodity system efficiency, and 
overall agricultural sector productivity. 

Data upgrading within the MOA's Farm Management Division will 
entail three concurrent activities: 

* farm enterprise budget modelling presently being supported by 
the German Technical Cooperation Agency (GTZ), including 
production costs, input and output mixes and relative 
profitability comparisons of farm enterprises; 

* farmgate (or primary s~les point) price data collection, 
analysis as to variables affecting those prices, identification of 
variables affecting farmer response to price changes, price trend 
analysis; and 

* market price gathering, dissemination and analysis. 

Data collection and analysis activities at the University of 
Nair.obi and Egerton University will employ the Policy Analysis 
Matrix approach developed by Stanford University, the University 
of Arizona, and Egerton University under USAID's IDAT Project. 
PAM analyzes the private profitability and overall efficiency of 
commodity systems including on farm production systems and post 
farm transportation and processing activities. Using existing 
data (such as that collected by FMD, CBS and MOPW), PAM permits 
concise measurements of the current private profitability and 
overall efficiency of a commodity system and the potential 
implications of policy reforms. Its analysis and results will be 
provided to DPD to provide a basis for its work concerning market 
reforms envisioned under KMDP. PAM analysis could also provide 
information to MOPW concerning decisions related to the real and 
potential role of increased inter-market road improvement 
investments. During this process the PAM methodology will be 
reviewed as to its use in tracking overall productivity and 
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efficiency changes in the agricultural sector. Eventually, it is 
hoped that the PAM methodology will be employed within the DPD in 
carrying out its analysis and policy development mandate. 

The ARMES component will form the basis for the interpretation of 
analytical results, the impact of policy reforms and program 
activities, and the effective presentation of future policy 
options r~iated to agricultural marketing. The KMDP Policy 
Committee will be the institutional mechanism for this dialogue 
process. 

G. Program Monitoring and Evaluation Plan 

The M&E plan is driven by the need to define the performance and 
impact of KMDP during the initial four years of implementation. 
The plan lays out specific indicators of performance at all stages 
of the Program. It includes a methodology and time frame fv~ 
obtaining the different types of information required for 
evaluating performance and impact. Several agencies will be 
involved in collecting and evaluating the information. This 
mainly involves GOK institutions which deal with agricultural, 
transportation and marketing data. Universities will undertake 
related economic analyses. USAID p,rogram staff, local contractors 
and external evaluation teams will also be involved. By 
developing a system of verifiable indicators, program management 
will be able to evaluate success at each level of KMDP 
implementation. The assumptions concerning those factors 
necessary for success, but beyond program management control, are 
included in the logical framework. Once KMDP begins, these 
assumptions will be monitored regularly to assess their continuing 
validity. 

1. Key Indicators of Performance 

a. Input Indicators 

Program inputs comprise the resources used and activities 
undertaken under KMDP. Continuous monitoring of selected input 
indicators will tell us whether and how efficiently program inputs 
are being delivered. 

Input indicators will include the following: 

Amount of dollars disbursed to GOK; 

Amount of GOK funds conunitted (and used) for agreed:upon 
activities; 

Tons and value of PL 480 commodities supplied; 

Number of technical advisors hired; 
•. ;.)',. I 

. Value and type of equipment and machines delivered; 
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b. output Indicators 

'Program outputs are the policy and physical ch~ng~~ ~h~t.are 
produced as a result of the Program. 

Output 'indicators will include the following: 

Elimination of movement restrictions on mai~e. mai~A 
products, beans, sorghums and millets; 

Written descriptions, campaigns and public announcements of 
,specific laws, regulations and policies affecting maize and 
bean trade; 

Evidence of announcements concerning market prices; 

A road improvement pJ~n that is based on economic criteria 
for selection; 

A study of means to increase road maintenance; 

A plan for increased reliance on private contractors'incioad 
maintenance; 

Increased GOK non-salary recurrent budget for road 
maintenance; 

~ilometers of roads rehabilitated; 

Improved capacity for government policy analysis, policy 
implementation and investment planning; and' 

.. ~ Improved capacity for market information collection and 
dissemination. 

c. Measurement of Input and Output Indicators 

The specific means and procedures for obtaining and verifying 
information on input and output indicators are detailed in the 
logical framework. Program staff will follow a system of regular 
feedback reviews with the GOK, contractors and other concerned 
parties. 

d. Purpose Leyel IndicatQr~ 

Generation of the outputs listed above will result in the 
accomplishment of cert&in benefits which constitute the purpose of 
th3 Program, that is, the development of a more efficient maize 
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and bean marketing system and the provision of greater price 
incentives to maize and bean producers. Indicators of market 
efficiency include: 

Reduced average unit marketing costs; 

Reduced road transport costs; 

Reduced geographic and tempOra!malZe ana bean market price 
differentials; and 

Increased maize and beans producer prices. 

Survey and continuous monitoring information will be used to 
assess the performance of these indicators and to establish the 
relationships between observed changes and program interventions. 

(1) MeasuI~m~nt and Timing of Purpose Leyel Information 

(a) Baseline 

The first step in measuring purpose level indicators will be a 
baseline survey to be completed during the first year of the 
Program, not later than August 1990. The survey will establish 
the conditions existing before policy reforms and road 
rehabilitation, in regard to the selected indicators. The 
baseline data will contain information on current average unit 
marketing costs for maize and beans, road transport costs, price 
differentials, and maize and bean producer prices, which are 
direct indicators of market efficiency. In addition, it will 
include information on some intermediate indicators such as market 
lorry travel distances, traffic numbers by type on each road, and 
transported commodities by volume. These intermediate indicators 
represent conditions that would normally precede the achievement 
of the direct market efficiency indicators. 

Some data on these indicators can be found in various Kenyan 
institution~, and in particular, the Ministry of Agriculture, 
Ministry of Public Works, and the Central Bureau of Statistics. 
However, because the existing data has been collected and analysed 
for different purposes, establishing a good baseline against which 
changes can be tracked will require review of this existing data, 
field verification, reorganization and completion of the gaps that 
will be identified. 

(b) On-Going Monitoring and Eyaluation 

After the baseline information is established, monitoring and 
evaluation efforts will concentrate on measuring changes in the 
baseline indicators as program implementation proceeds. KMD~ 
resources will be us~d to provide technical assistance, computers, 
and operational sup~ort to the Ministry of Ag~iculture and Public 
Works as a means to strengthen the existing capacities to 
u~dertake the necessary data collection and analysis on an 
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on-going basis. The Ministry of Public Works already undertakes 
traffic counts by type at 5,000 road points in the country using 
approximately 130 fulltime survey staff. Such capacities will be 
strengthened to cover the seven KMDP districts and to include 
additional transport variables required to measure the specified 
market efficiency indicators. The Ministry of Agriculture's Farm 
Management Division and CBS attempt to collect information on 
market prices on a weekly basis. The frequency and quality of 
this information needs improvement. Under KMDP, the Farm 
Management Division will be streng~hened through technical 
assistance and training of Kenya personnel to collect more 
accurate maize and bean market prices and to provide good coverage 
of rural markets in the seven districts. 

There is no reliable information or organized procedure to collect 
farmgate prices. The Ministry of Agriculture has ,made some 
estimates using primary market prices and estimated transport 
costs. Technical assistance provided to the Farm Management 
Division will direct surveys of farmgate prices with the aim of 
establishing the di~3ction and magnitude of change as the various 
outputs are achieved. In addition, an analysis of price 
determinants will be undertaken to show the factors that affect 
farmgate prices. It will further establish the proportionate 
impact of KMDP interventions, as well as the supply responses to 
policy reform, market information dissemination and road 
improvements. 

These on-going evaluations, therefore, will pro~ide the basis for 
assessing the Program's institutional strengthening activities. 
After 18 months of implementation, a major mid-term evaluation 
will draw together all the information generated by the on-going 
M&E activities, and assess the d",gree to which the planned KMDP 
objectives have been achieved. It will reveal whether the Program 
is still on course, and any need for mi.d-term corrections in 
plans, objel:tives, or in the assumptions made at the beginning. 

e. Goal L~yel Indicators 

KMDP goals transcend the marketing sub-sector interests and relate 
the Program to national objectives - objectives that are common to 
other ptograms in the Mission and to agencie~ outside the 
Mission. A successful marketing program will provide some of the 
conditions that are necessary to achieve the stated long-term goal 
of increasing agricultural productivity. While achievement of the 
stated purpose is expected to have a direct effect on increasing 
maize and bean producer prices during the life of the Progrrm, 
growth in agricultural productivity is seen as its longer-term 
objective. 

The goal level question is, to what €xtdnt could reduction of high 
costs of agricultural marketing, resulting from poorly developed 
infrastructure or inefficient government policies, lead to broader 
growth of agricultural productivity. The research and analysis 
required to answer this question involves studying a variety of 
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inter-related factors including broad policy issues and a look 
into historical patterns, recent baseline data and simulations. 
At this level, research and analysis should provide information to 
evaluate how improved agricultural marketing efficiency 
contributes to long run agricultural productivity and economic 
growth in Kenya. This entails measuring changes in the following 
indicators: 

Increased value added in agricultural production (in market. 
and social prices); 

Increased sectoral efficiency as measured by reduced 
divergence between market and social prices of inputs and 
commodities; 

Increased financial returns to producer investments of land 
and labor in agricultural production; and 

Farmer shifts to higher value cropping mixes. 

(1) Goal-Leyel nata Collection and Analysis Methodology Includes: 

Collection of data on volumes of agricultural production, 
planted areas, and yields; 

Collection of data on values and value added in agricultural 
production, in market and social prices (by crop and area); 

Collection of data on and analysis of impact on agricultural 
profitability of (a) agricultural price, macro, and marketing 
policies, (b) public and private institutions servicing 
agricultural marketing, and (c) changes in domestic and 
external prices for Kenyan agricultural products; and 

Analysis of sources of agricultural productivity (by cror and 
area), including contributions of changes in cropped area and 
yields, plus explanations of each (new land openings; crop 
substitutions; irrigation investment; transportation 
investment; research and extension of high yielding varieties 
or improved farming or processing technologies; and 
incentives or disincentives from price, macroeconomic, and 
marketing policies). 

(2) Measurement and Timing of Goal Leyel Information 

The principal aim of analysis at the goal level is to understand 
the role of marketing in agricultural development and to set the 
context for microeconornic analysis of likely future impacts of 
changes in policies or new public investments in infrastructure. 
While there is a great need to understand this better in order to 
direct agricultural sector growth, attempting to measure goal 
level indicators within the three years of the Program using GOK 
capacities would be too ambitious. The aim is to build capacities 
within Kenyan institutions to undertake this type of research and 
analysis competently in the future. 
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The Policy Analysis Matrix has been identified as the most 
appropriate methodology to provide the conceptual framework to 
understand agricultural productivity and to build analytical 
capacities in Kenya. This methodology has already been tested in 
Kenya under a Policy Research and Training Project based at 
Egerton University, in collaboration with Stanford and Arizona 
Universities. During the 18 months the project has been in 
operation it covered two of the seven KMDP districts where it 
identified and analyzed 15 different commodity systems. In the 
two districts covered, the Project has collected useful data that 
will contribute to establishment of the baseline information. 
Analytical results will form a basis for continuing work on the 
goal level indicators. Under KMDP, this Project will be expanded 
to the University of Nairobi, and to cover all seven program 
districts. The major purposes of this support to and 
collaboration with universities and GOK planning departments, as 
discussed earlier in the section on ARMES, are twofold: to carry 
out on the job training in agricultural policy analysis and to 
create an improved analytical capability in Government of Kenya 
agencies and universities, based on the principa~s of the Policy 
Analysis Matrix. 

f. ~d of Program Evaluation 

At the beginning of year three, an end of program evaluation will 
be done involving an external evaluation team. Information from 
the ent.ire M&E system, including program records from continuous 
monitoring, baseline data and reports, mid-term results and any 
special studies will be organized by KMDP staff for review by the 
evaluation team. This final evaluation will assess, among other 
things, impact of KMDP on marketing efficiency as measured by 
specified indicators and the resultant positive and negative 
impact on different types of farmers and traders. It will assess 
the reasons for success or failure to achieve any of the expected 
benefits and g~ve guidance for the expansion of the Program. It 
will further provide lessons for future interventions in the 
agricultural marketing sub-sectot. 

2. Feedback Procedures and M&E Information Access 

M&E information will be reviewed periodically and as special 
studies are completed. The ARMES technical group formed during 
design will be formalized to continue with implementation. It has 
representation at the main KMDP Policy Committee. The ARMES 
technical group. includes members from Ministry of Agriculture, 
Ministry of Planning and National Development, Ministry of Public 
Works as well as Egerton and Nairobi Universities' departments of 
economics. Results of the M&E system's interim and final reports 
will be reviewed by the Mission and will be available to 
AID/Washington staff as necessary. 

H. program~tdination and Management . . 
) 
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RMDP implementation responsibilities will cut across a variety of 
levels, from overall agricultural marketing policy decisions to 
programming of local currency for roadwork to management of 
technical assistance resources. Continued coordination and 
collaboration with the EEC and IBRD programs is also envisaged. 
The Ministry of Finance (MOF) provides overall donor coordination 
for the GaR. Due to the MOF's role in coordinating the EEC and 
IBRO programs, and due to the effect that maize and bean market 
liberalization could have on the national budget, the Ministry of 
Finance will assume primary responsibility for the coordination 
and negotiation of KMDP policy reforms. During program 
implementation, the Ministry of Agriculture will assume primary 
responsibility for program monitoring and for implementing an 
analytical agenda defined by the KMDP Policy Committee. The 
Ministry of Public Works will be responsible for implementation 
and monitoring of the roads component. 

1. Program Coordination 

The Program will be coordinated through two mechanisms: the KMDP 
Policy Committee and the KMDP Steering Committee, both chaired by 
the MOF. The KMDP Policy Co~nittee will be composed of 
representatives from the Ministries of Finance, Agriculture, 
Public Works, Planning and National Development, Supplies and 
Marketing and the National Cereals and Produce Board. The Policy 
Committee will meet semi-annually to determine progress in meeting 
the Program's policy objectives, to review analyses of the impact 
of policy changes and to make recommendations for future policy 
directions. The KMDP St~ering Committee will be composed of 
r.epresentatives of the Ministries of Finance, Agriculture and 
Public Works. The Steering Committee (chaired by the MOF) wLII 
meet quarterly with the USAID/KMDP Program Monitoring Committee to 
review program st3tus, to recommend implementation actions andlor 
changes, if necessary, and to mak~ GOK and dollar budget 
allocation recommendations. 

a. USAID 

The Chief of the Mission's Agriculture Office will chair the USAIO 
Program Monitoring Committee composed of the KMDP Program Mana«:'~"r, 
the Food for Peace/KMDP Roads Component project officer, the ARMES 
project officer, the project development officer, and the program 
economist. The USAID committee will have responsibili~y for 
monitoring the policy reform program and for concurrin~ in GOK 
local currency usage with the MOF. It is expected that the USAIO 
committee will benefit from the analy~es and recofwendations 
provided by ARMES and the Policy Conunittee in assnssing progress. 

The responsibilities of the USAID Program Monitoring Conunittee 
will include: 

monitoring the policy reform program and preparing reports 
for USAID as required; 
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preparing and reviewing with the GOK any changes or revisions 
,in the grant ag reement; 

reviewing monitoring and evaluation reports to ensure that, 
the policy reforms are properly implemented and targets are 
being meti 

- coordinating with the Ministry of Finance to ensure the 
conditions precedent in the grant agreement are met; and, 

concurrence in uses of counter-deposits 

monitoring the host country contribution. 

Based on the recommendations of this USAID committee, the USAID 
Mission Director will have primary responsibility for making 
determinations a~ to whether conditions precedent have been met 
for the disbursement of funds and food assistance or whether 
modifications of policy reform targets are needed. 

b. ponor Coordination 

KMDP has been extensively discussed and will be implemented in 
close coordination with the IBRD and EEC programs. USAID will 
continue to initiate informal meetings and respond to informal 
invitations from the other donors. To the extent possible, these 
meetings will convey information as to policy reform progress and 
analytical findings as well as potential program reorientations. 
When joint areas of interest are identified, USAID will give 
primary attention to implementing short-term analysis or workshops 
in coordination with ongoing EEC and IBRD activities. 

In order to heighten the level of cereals sector donor 
coordination, the MOF will request that EEC and IBRD 
representatives attend the KMDP Policy Committee meeting~ as 
observers, and that USAID representatives attend the EEC and IBRD 
related meetings. Eventually, the ASAO II, CSRP and KMDP 
Committees will be merged, but only after KMDP is on a sound 
implementation basis. These MOF based, multi-program coordination 
mechanisms will enable the Mission to monitor the progress of the 
complementary EEC and IBRD programs as well as keeping them 
informed as to KMDP progress. It will also rationalize GOK 
administrative commitments t reinforce the importance of serious 
dialogue concerning market reform, and build a broadbased 
understanding of ongoing market reform programs within the GOK. 

2. Program Management 

a. GaK 

The Ministry of Finance will be the lead official coordinating 
agency while the Ministry of Agriculture will be the lead data 
collection, analysis, and planning agency and the Ministry of 
Public Works the lead road improvement agency. Through the Policy 
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Committee, the MOF will coordinate the more important, non-routine 
interactions between the two lead ministries and the other 
ministries affected by KMDP. MOF will not provide day to day 
guidance to MOA or MOPW. Instead, these institutions will be 
individually responsible for. implementing their work programs with 
overall guidance from the quarterly Steering Committee meetings. 
In the context of implementing ARMES's research, monitoring and 
evaluation agenda, data and analytical results will be passed 
between the MOA and the MOPW on a routine basis. 

In early 1988, the Ministry of Planning and National Development 
(MPND) formed a KMDP Development Committee (including 
representatives from MPND, Agriculture, Supplies and Marketing, 
Public Works, Central Bureau of Statistics, the Kenyan Range and 
Environmental Management Unit and the National Cereals and Produce 
8~ard) to supervise pre-design analysis and coordinate the 
ccntributions to and review of the analysis. As KMDP's scope 
narrowed, it became apparent that MPND's more national level 
planning activities, and the workload that these responsibilities 
required, precluded it from fulfilling an effective management 
role. In contrast, the MOF's donor coordination activities, and 
its interest in reducing NCPB's burden on the national budget, 
identified it as the logical program coordinator. 

The GOK will nominate officers to serve as the authorized GOK 
representatives from each of the three main institutions, i.e. 
Finance, Public Works and Agriculture. These individuals will have 
direct responsibility for liaising between their departments and 
the KMDP Policy Committee and for ensuring compilation and 
transmission to the Committee and USAID of evidence demonstrating 
satisfaction of conditions precedent. They will also be 
responsible for transmitting working papers and monitoring reports 
detailing program impact and outlining the ARMES research agenda 
on an annual basis. 

ARMES will be assisted by a long and short-term technical 
assistance team during project implementation. The prime 
contractor will be selected and expected to be operational by 
early 1991. The contract will include funding to provide 
specialized short-term (local and expatriate) technical assistance 
for a thirty month period. In the interim before the team 
arrives, the institutional components of ARMES will host a 
pre-implementation workshop where issues will be discussed, a 
schedule for the KMDP Policy Committee finalized, and a draft 
research and monitoring agenda drawn-up. Concurrent with the 
establishment of this agenda, an inventory of existing data 
sources, analytical capacity (computer templates, district level 
MOA technicians), and conceptual frameworks will be conducted to 
identify relevancy to KMDP needs, data gaps and additional 
upgrading needs. In addition, short-term technical assistance to 
explore specific issues will be provided. 

The MOA currently operates a wide ranging farm level and market 
price data collection system. In terms of under"aking ARMES tYPt! 
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activities, the basic personnel and structure are already in 
place. HQwever, the MOA will have to strengthen certain aspects 
of its cata collection, price dis~~~ination, and analytical 
capacities. The Ministry of Public Works staffing capacity is 
similar to that of the MOA's; however, a focus of assistance to 
the MOPW will be in aicing them to continue and to strengthen 
their reliance on private sector contractors for inter-market road 
rehabilitation. 

b. USAID 

The Program will be managed by the Office of Agriculture of 
USAID/Kenya which is currently staffed with five u.s. Direct Hires 
and two Kenyan professionals (a project specialist and a program 
specialist). 

KMDP's daily management will be the responsibility of the Food for 
Peace/Program Officer (FFP/PO) who will manage the road component 
and the PL480 Program; the FSN Program Specialist-Agriculture who 
will manage the ARMES component; and the Agricultural 
Economist/Program Manager who will manage overall program 
coordination and assist the FSN and FFP/PO in managing the ARMES 
and roads component. The Agricultural Economist will also provide 
analytical input to the policy dialogue and maintain GOR and donor 
coordination. 

The first year of the Program will be the most management 
intensive while the systems are being established for monitoring 
and reviewing the CPs for release of the funds and the achievement 
of benchmarks. Concurrently, efforts will focus on designing the 
collaborative relationships between the MOA and MOPW at the 
national and district level. Because the technical assistance 
will not be in place at the time the first benchmarks are 
scheduled to be met, the followinq division of labor is 
anticipated. 

The Chief of the Agricultural Office will be responsible for 
assuring that the workplans, scopes of work, pre-implementation 
workshops, and policy dialogue processes with the KMDP policy 
Committee and MOF representative remain consistent with the 
overall program objectives and the objectives of the Agricultural 
Office's portfolio. He/she will attend KMDP Policy and Steering 
Committee meetings and other donor meetings when appropriate. 
He/she will devote 15\ of his/her time to KMDP program management 
issues. 

The Agricultural Economist/~rogram Manager will be responsible for 
the overall policy dialogue and the monitoring of GOK compliance. 
He/she will Bupervise and coordinate the FSN international 
development specialist'~ development of the scope of work for the 
technical assistance component to the MOA (under ARMES), and the 
Food for Peace/Program Officer's development of the scope of work 
for technical assistance to the roads component. He/she will 
collaborate with the FSN, FFP/PO, the MOA and MOPW representatives 
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in outlining ARMES's first year research and monitoring agenda for 
review by the KMDP Policy Committee. He/she ~lill have primary 
responsibility for the Marketing Information S~stem. He/she will 
liaise with the MOF representative to ensure ti.~.ely implementation 
of reforms and to address unforeseen issues. He/she will also 
have the overall responsibility for drawing IJP the RFP, 
participating in contractor selection, initiating and finalizing 
all documents necessary for program ma~agement, and monitoring of 
any short-term technical assistance contL~cts implemented. He/she 
will coordinate the Program Office and Controller's Office FSNs 
who are responsible for monitoring the counter-deposited local 
currency. The Program Manager will devote 60\ of his/her time to 
these tasks. 

The FFP/PO roads component manager will be responsible for 
liaising with the MOPW's representative in designing the first 
year's work schedule and technical assistance scope of work (in 
conjunction with the FSN/Program Specialist-Agriculture), 
implementing district level workshops, putting in place the 
structures to monitor MOPW performance of policy reforms, and 
developing the data collection structures necessary for monitoring 
road improvement impact. He/she will also be responsible for PL 
480 Program implementation, monitoring GOK budget contributions, 
and attending KMDP Policy and Steering Committee mp.etings, Donor 
Road Program coordination meetings, and IBRD and EEC meetings in 
the absence of the Program Manager. The FFP/PO will put in place 
management information systems to track policy reform and program 
implementation including: development of data bases; schedules for 
commodity arrivals; district level data collection plans; contract 
implementation schedules; commodity procurement plans; monitoring 
of performance against indicators; and generation of program 
implementation reports. He/she will devote 60\ of his/her time to 
these activities and will use PEDSO/ESA engineering assistance as 
required. 

The FSN/Program Specialist-Agriculture ARMES manager will have 
primary responsibility for monitoring and facilitating the MOA's 
development of the data collection, analysis and report generation 
structures necessary in monitoring program impact and informing 
GOK decision makers. He/she will have primary responsibility for 
USAID/AGR's monitoring and evaluation of KMDP and will assist the 
FFP/PO in develo~ing KMDP's management information system. He/she 
will be responsible for drawing up the ARMES technical assistance 
scope of wor~ (in conjunction with the FFP/PO), assisting the MOA 
in developing and implementing ARMES's first year workplan, 
managing the KMDP pre-implementation worksho~ and relevant 
district level training, acd assisting the P~ogram Manager with 
the first year workplan for the MOA's Marketing Information 
System. He/she will attend all KMDP Steering Committee meetings 
and the other related donor meetings when appropriate. He/she 
will devote 60\ of his/her time to these activities. 

Near the end of year one, the technical assistance team is 
expected to be in place and by the beginning of year two it should. 
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be fully functional. The second disbursements are scheduled to 
take place midway through year two. The technical a~sistance 
contractor is expected to playa major role in the day-to-day 
oper~tion of ARMES and the monitoring of the impact of policy 
changes and road improvements. Procedures for USAID monitoring 
will be in place based on year one experience. Therefore, USAID 
management time is expected to decrease to 50% of the Agricultural 
Economist/Program Manager's time, 50% of the FFP/PO roads 
component manager's time, and 40% of the ARMES manager's time. 
Due to the Agriculture Office Chief's responsibilities, there will 
not be a significant decrease in his/her time devoted to KMDP in 
year two. 

c. Management and Use of the GOK Contribution 

The GOK will provide budget support equivalent to $38 million. 
These funds will serve as additional budgetary resources for the 
implementing agencies. Use of the Kenya Shillings will support 
the policy, infrastructure and institutional goals of the Program 
which are primarily limited to investment requirements on the part 
of implementing institutions. 

The MOF, MOA, MOPW representatives will be responsible for the 
review of local currency budget support programming proposals. 
Written recommendations from these representatives will be 
forwarded to the MOF and copied to USAID. The Auditor General's 
(AG) Office of the GOK has responsibility for audits of GOK 
finance and will periodically audit the use of the funds to ensure 
compliance with program intent and GOK procedures. Any reports or 
audits performed by the AG on funds expended will be made 
available for USAID review. 

d. Manageme»t and Use of PFA Sector Program Grant and 
Counter-Deposit 

KMDP DFA sector dollar grants will be disbursed against policy 
reforms in line with program objectives. The USAID Program 
Monitoring Committee will recommend to the Mission Director 
whether dollar disbursements are warranted given GOK 
implementation of the agreed upon policy reform conditionality. 
This recommendation will be based on the Agreements, and 
documentation and information provided by the MOF, MOA and MOPW 
reprAsentatives via the Steering Committee. 

The GOK will use the sector 0rant for general imports. The 
counter-deposited local currency will be jointly programmed with 
the GOK to support sector program objectives. USAIP will track 
the implementation of program dollars and counter-deposited local 
currency according to procedures defined in the Saction IV. 0.1. 
and Section IV.J. of this PAAP, the program agreement and 
subsequent PILs, guidance in 87 State 325792 (Annex H) and Bureau 
gu~dance. 

g. DFA Procurement Plln - Goods Ind Services 
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Under the projectized element of the Program, $5 million in 
contractor service support is planned. Under DFA procurement 
policies, AID Geographic Code 935 is authorized. It remains A.I.D 
policy, however, to maximize U.S. procurement whenever 
practicable. At this stage, it is planned that two A.I.O. direct 
technical assistance contracts will be financed. One will be a 
competitively awarded contract for provision of long and 
short-term technical assistance to the Ministries of Agriculture 
and Public Works, short-ter.m training in-country, and commodity 
procurement. This contract is planned to be a joint U.S.-Kenya 
proposal and will utilize as ~uch Kenyan technical assistance as 
possible. The other technical assistance contract will be awarded 
to StanfOLd University and t.he University of Arizona through an 
buy-in to the centrally-funded Agricultural Policy Analysis 
Project (APAP). This contract will provide short-term and 
long-term technical assistance to the University of Nairobi and 
Egerton University in implem~nting applied research and analysis 
programs employing the I.'olicy Analysis Matrix {PAM) approach. 

The anticipated source and origin of the commodities to be 
provided under the overall technical assistance contract element 
is as follows: 

Commodity 

9 Vehicles 
Right-Hand Drive 

8 Computers 

25 Traffic Counter~ 

7 Fax.Machines 

Seryices .. 

TA Contract 

PAM DU:{~IN ' 

f. Glay Amendment 

Source/Qri,.lln 

935 
(Mission blanket 

waiver) 

000 

000 

000 

000 

000 . 

Total 

TCltal 

Est. value 
($ 000) 

$180 

$150 

$123 

$--1. 

$4'60; 

$ 2,440 
.. 

$ 1,~80 

$ 3,920 

The Mission is examining opportunities for minority, women-owned 
and Gray Amendment firms to participate in implementation 
contracting. The technical assistance contracts will comply with 
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the requirement of Section 579 of the FY 90 Foreign Assistance 
Appropriation .~ct for mandatory subcontracting with Gray Amendment 
entities, and with implementing regulations in effect at the time 
of contracting. The current interim regulation, AIDAR Notice 
90-2, would require that 10% of their dollar value be 
subcontracted to Gray Amendment entities, unless the contracting 
officer certifies that there is no realistic expectation of U.S. 
subcontracting opportunities or unless the Administrator approves 
an exception. 

I. Implementation 

a. Implementation Planning 

The implementation plan provided below is based on the assumption 
that the PAAD will be authorized by the end of April, 1990. It 
includes time schedules for achievement of conditions precedent, 
KMDP Policy Committee meetings that will provide the main avenue 
for policy dialogue, KMDP Steering Committee meetings, the 
publication of working papers and other activities. The final 
evaluation will take place after the last disbursement has been 
made 1n year three of the Program. 

Implementation Plan 

Action 

Selection and convening of 
KMDP/GOK Negotiating Co~ittee 
(eventual KMDP policy Committee) 

Naming of GOK/MOA and MOPW represents
tives for KMDP Steering Committee (to 
meet quarterly) 

KMDP Steering Committee meets 

MOPW private sector road improvement 
capaci~y study 

MOA inventory of regulations- affecting:; 
maize and bean trading " 

PAAD authorized 

Grant A~reement signed 

Final date for compliance with GOK 
KMDP budget item establishment 
CP ($15 millioL PL 480) 

PL 480 Agreement signed 

Month/Year 

'FebruarY~ 1990 

February, 1990. 

Marc~i 1990 

i, • 

March, 1990 

March, 1990 

April, 1990 

April',.1990 

",pril, . 199'0. 

April~ 1990. 
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,I,nterimcommodi,ty procureml!!nt plan 'April",1990,-
. • '!'. 

,'" .Jo-,_ 

, . , ' , 

;GOK submits to USAID a description of~ 
existing movement control regulations 

Semi-annual meeting of KMDP 
Policy Committee 

KMDP Steering Committee meets 

June, :, 199'0 
. :!" 

" "', 

Baseline study implementation plans ~. tr 
finalized June~ 1990 

Pre-implementation workshop (Nairobi)' June, 1990 

Formal GOK concurrence with RFP June, 1990 

GOK mandates MOA to collect, compile 
and disseminate market price information June, 1990 

Definition of ARMES and MOPW first 
year workplans June, 1990 

ARMES reseat"ch agenda drafted June, 1990 

GOK publication of existing 
Movement control regulations June, 1990 

MOPW and MOF provide proof of 
increased road maintenance resources 
for MOPW 

Baseline survey initiated 

KMDP Steering Committae meets 

Baseline survey completed 

Final date for compliance with GOK-RFP 
concurrence CP ($5 million DFA for TA) 

,J'une, 1990 

J.uly, 1990 

September, 

September, 

September, 

1990 

1990 

1990 

Semi-Annual meeting of KMDP Policy 
Committee December, 1990 

Final date for compliance with 
MOPW maintenance resources, market 
renulation announcement, and market 
price information CP ($2 million 
sector grant) 

TA Contractor in place 

KMDP Steering Comruittee meets 

December, 1990 

January, 199.1' 

April, ,1991 ' 
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"Final date for compliance with 
GOK announcement of bean decontrol 

. and bean, millet, sorghum de
scheduling CP ($3 million sector grant 
and $15 million PL 480) 

MOPW and MOF provide proof satisfying 
increased MOPW road maintenance resources 

" ~~. 

Apri I" :1991 

CP ~pril, i~91 

GOK provides evidence satisfying 
movement control regulation 
announcement CP 

ARMES Working Paper on impact of 
market regulation announcements 

Semi-annual meeting of KMDP 
Policy Committee 

Definition of ARMES 2nd year 
workplan 

KMDP Steering Committee meets 

Evaluation 

ARMES Working Paper on impact 
of bean decontrol and minor 
grain descheduling 

KMDP Steering Committee meets 

Semi-annual meeting of KMDp· 
Policy Committee 

KMDP Steering Committee meets 

KMDP Steering Committee meets 

GOK provides evidence satisfying 
movement control regulation 
announcemont CP 

MOPW and MOF provide proof satisf.ying 
increased MOPW road maintenance 
resources CP 

Final date fur compliance with 
maize 81 , ma;.ze product movement 
de~ontro! CP ($5 million sector grant, 
$15 million PL 480) 

KMDP Steering Committee meets 

Apr~'lj .,1991 
, ~,-

April, 19~H 

June, 1991 

June," 1991 

June, 1991 

July, 1991 

July, 1991 

September, 1991 

December, 1991 

December, 1991 

March, 1992 

April, 1992 c 

. April,"1992 

.. Apr.il,' 1992 

June, 19~2, 
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':oe'finltion of ARMES' 3rd'year' 
workplan '.. , ' 

Semi-annual meeting of KMDP 
Policy Committee 

ARMES Working Paper on impact of ' 
maize decontrol and other program 
activities 

KMDP Steering Conunittee meets 

KMDP Steering Coaunittee meets 

ARMES Working Paper on program 
impact 

Semi-annual meeting of KMDP 
policy Committee 

Evaluation 

KMDP Steering Conunittee meets 

KMDP Steering Conunittee meets 

AR~S Working Paper on program 
impact 

ARMES-University working Paper 
on areas for furthe~ policy reform 

TA Contract Close Out 

Semi-annual meeting of KMDP 
policy Committee 

KMDP Steering Committee meets 

KMDP Steering Committee meets 

~RMES-University Working Paper 
on program impact 

~RMES-University Working Paper 
on areas for further policy reform 

Semi-annual meeting of ~p 
~olicy Committee 

?ACD 

,July, 1992 
, ", ' 

July, 1992 

September, 1992 

December, 1992 

December, 1992 

December, 1992 

January, 1993 

March,. 1993'~': 

June, 1993, 

June, 1993 

,., ;'. 

Jurie, 1993 

June, 1993 

June, 1993 

September, 1993 

December, 1993 

December, 1993 

December, 1993 

December, 1993 

February, 1994 



- 73 -

'b; 611 (a) Assessment 

Based on the Mission Director's review of the Program and 
complementary Project documentation and consultations with GOK, 
AID and external experts, it is his assessment that the financial 
and other plans necessary to ca~ry-out such assistance and a 
reasonably firm estimate of the costs to the U.S. Government of 
providing such assistance have been completed. 

Based on the Mission Director's review of the Program and 
complementary Project documentation, the political commitment of 
the GOK to the reform agenda, and consultations with senior GOK 
officials, it is his assessment that upon execution of the 
Agreements, legislative action may reasonably be anticipated to be 
completed in time to permi~ the orderly accomplishment of the 
purpose of this Program and Project. (See Annex J) 

J. FINANCIAL PLAN 

The total fundblg level for KMDP is $55 m5 ilion over a four-year 
period. The source of funding for $15 million of the Program is 
DFA. In addition, the GOK will contribute the equivalent of $38 
willion as a Kenya Shillings for the Program. 

A total of $10 million is planned as dollar disbursements to be 
provided by sector program grants in support of proposed policy 
reforms. The $10 million is expected to be disbursed directly to 
the MOF in three tranches subject to documented accomplishment of 
the policy reform conditionally. 

Dollar disbursements will be made as follows: 

a. A.I.D. snd the GOK will sign a sector dol:ar grant agreement 
which will contain policy reform conditions precedent tied to 
the dollar disbursements. The conditionality will be set out 
in substantive terms with the understanding that elaborations 
and modifications, within the substantive context, may be 
undertaken by the Misl:~ion through PILS. 

b. Upon GOK compliance, satisfectory to A.I.D., with the 
conditions r~ecedent, the Regional Accounting Management 
Center (RAMC) Paris will be requested by the Controller, 
based on documentation provided by USAID/Kenya, to issue a 
U.S. dollar check to ti e Central Bank of Kenya. 

c. The USAID/Kenya Cashier will hand-carry the check to the 
Treasury of Kenya, from where he/she will obtain a receipt 
which USAID/K will copy to the MOF. At the timB of deposit 
into the special account, the bank will send a receipt 
containing the check number, amount and dat', of deposit to 
the USAID Controller. 

d. At the time of the deposit of the dollar check into the 
special account, the GOK will counter-deposit an equivlent 
amount of local currency into another special account. 
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In addition to the $10 million in dollar sector grant, $5.0 
million is proposed to be obligated through a complementary 
Project Grant Agreement. The $5.0 million is planned for 
technical assistance, commodities, training, policy studies, 
seminars/workshops, and audit/evaluation. Four million will be 
obligated in Fiscal Year 1990 and the remaining $1.0 million 
planned for FY 91. The local currency from the counter-deposit 
will be jointly programmec in support of sector program 
objectives, gen~ral agricultural budget support, uses which are 
separate from the $38 million equivalent host country 
contribution. The deposits and expenditures from the local 
currency special account will be monitored by USAID through a 
contract with a local accounting firm. 

Direct A.I.D. contracting under two contracts to be managed by 
USAID/Renya/AGR is planned, using standard A.I.D. procedures. The 
method of financing will be direct payment. Normal USG audit 
provisions will apply under the project grant to the technical 
assistance contractor(s) with whom USAID will have a direct 
contract relationship. 

Procurement of office and household furniture and equipment for 
the technical assi~tance team will be carried-out by the u.s. 
contracting insti~~tion involved in accordance with USG 
regulations. Some commod~ ty procurement for the GOK implementing 
institutions will require foreign exchange and may need to be 
executed prior to the arrival of the technical assistance 
contractor. Standard A.I.D. procurement procedures will be 
followed. 

Food assistance disbursements will be made as follows: 

a. A.I.~. and the GOK will ~ign a PL 480 Food for Progress 
Agreement which will contain policy reform conditions 
preced~nt tied to the provision ot annual food assistance. 
The policy conditionality in the Food for Progress agreement 
will parallel the Program Agreement conditionality for. the 
sector dollar grant. 

b. On the basis of an "annual review" process which will 
incorp~rate performance evaluation factors and required 
reports, agreement will be reached as to whether the GOR has 
satisfied the conditions pre~~dent. Once agreed upon, the 
Country Team will notify the USG Food Aid Sub-Committee (DCC) 
that con~Ltions have been met. The commodity to be called 
forward and time and place of delivery will be laid out in 
the agreemont. 

c. The GOR will follow in detail the section on "Commodity 
Arrangements" fOU,ld in the Food for Progres~ Agreement. 
Commodity arrangements will specifically address the issues 
of ocean transport costs, and freight forwarding and booking. 
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d~ .The agricultural commodities will be admitted duty free and 
exempt from all taxes. 

a. The GOK will make all necessary arrangements for receivirig: 
the agricultural commodities and will assume full 
respcnsibility for storage and ~a:ntenance c= the 
agricultural commodities from the time of delivery at the·· 
port. 

f. All claims due to losses, damages or misuse of the 
commodities will follow the procedures outlined in the food· 
assistance ~greement. 

The GOK contribution will be managed as follows: 

a. The GOK will establish a KMDF budget line item in the 
Ministries of Agriculture and Public Works into which it will 
budget and expend $38 million (equivalent) of Kenya Shilli~gs 
over the life of the Program. 

b. These funds will be programmed by the GOK. 

c. The local currency funds will be expended by the MOF, the 
MOPW and the MOA in accordance with established GOK 
procedures. 

d. At various points during the Program, the GOK will make 
documentation available to USAID to demonstrate that the 
local currency was budgeted and expended as agreed upon. The 
GOK will procure the services of an accounting firm, using 
funds from the GOK local currency contributions, to track its 
local currency expenditures. 

2. Budget Tables 

The following budget tables are found on the next three pages: 

Table 6 

Table 7 

Table 8 

Illustrative Budget -- DFA and FFPr 

Illustrative GOK Budget Contribution 

Methods of Implementation arid Financing 

K. Enyironmental CODsider~ 

Although the GOK's local currency contribution's for road 
rehabilitation are not subject to Regulation 16 and are not 
jointly programmed with A.I.D., the Program has been designed in 
keeping with the April 1988 AID Policy Paper entitled "Environment 
and National Resources" and provides cesponsible safeguards for 
the onvironment. 
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;:~~Yi: Harter'DeveJopaent Proon •. 
. r~lustr!Hv!, Expenditure: Budget 

($'0001 ' . 

1. Policy ~efor. Conditionality 
---_.-----------------------_.-

(at DFA 
Ib) Food ior Prooress 

2. re~hnical ASSistance 
.---------------

{al tono-ter. -- Hinistries 
(b) {lpatriate -- Universities 
lei local -- Universities 
(d) University Operatino Costs 
iel Short-ter. 

3. Co"oditin 
--------------

la! Vehicles 
Ib) COlouter Svstels 
Icl Jraftic rounters 
Id) Fax lachines 

,4. Trdnino 
----.-_._.-

Workshops , 5h~rt Cours.s 
,'" " 

5. Ot~t!r Costs 
.--_.-... _._--

EYaluations 
(~Y1P~ent "jlntenanc, 
Contlnoency 

fY 
1990 

2,000 
15.000 

450 
ISO 
127 
97 

200 

180 
ISO 
123 

7 

20 " 

25 

fY 
1991 

3,000 

. FY 
1992 

10,000 ': 15jOOO 

900 ' 750 
300 ISO 
127 126 
91 96 

175 175 

,,20 . 20 
,', 

150 
SO tlJ 

25 2S 

fY, ' 
.1993 

5,000 

150 
51) 
25 

Tohl 
iudoet 

10,000 
41),000 

---------
50.000 

'2,100 
60(, 
l6i1 
290 
550 

.--.-----
3,920 

.,180 
151) 
123 

7 

460 

60 
., ___ e. 

&0' 

3M 
1M 
100 

560 
.. -.•........ -------------------... --_ .... --...... -._.--------_._-_ .. _ .. -._--_._. __ . 

18,529 14,844 16,402 5,225 55,000 
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Keny. H.rtet Develop.ent Progr •• 
Illustr.tive Budget 

.GOK Budget Contribution 
(t'OOQI 

fY fY fY fY Totd 
Itel 1990 1991 1992 1993 Budget 

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

I. Ro.d Reh.bilit.tion , 
----------------------

Road Rehabilitation 7,400 7.400 7,400 22,200 
Road Structures (e.g. bridgesl 7~ 750 7~ 2,250 
Ro.d ".inten.nce 465 1,400 2,320 4,185 
Travel - OliOs 3 8 8 9 27 
Road In5pection Visits t 3 3 t 12 oJ oJ 

Data Collection 'HOPIII 300 500 500 500 1,800 
l.A., Environeental I.p.ct 100 100 100 300 

---_.--.-
30,774 

2. "arket Infor •• tion 
---------------------

O.ta Collection 'HOAI 385 425 425 425 1,660 
ftedi. Costs 15 20 40 60 135 
F.eility Developlent ,nOAI 35"" 65 11)0 
Other costs SO 75 "" , 75 75 275 

.--------
2,170 

.3. Other 
---------

Tnininq 50 " 100 100 50 300 
Selin.rs/Korkshops 25 40 40 30 135 
Teehninl ":'5ht.nce (Shortt 50 . l~ 150 ISO 500 
l. C. ftonitoring 125 llS 135 13S 530 
Other costs 125 00 125 100 25 375 
Contingency It 9%1 782 783 782 783 3,130 

---------
4,970 

-------------------------------_.------------------------------.- .. _----------------.--------
1,9.13 11,114 12,073 12,814 38,000 

.• The cost 0; reMbihhhng 1.500 kil~'~:~Of ra.d to gnnl standard 15 b~Sl!d 
on • per kicloeeter rate of tI2,ce3. Th! ~ost of rehabIlitation Includes an lddltlor.al 
$14.390 oer tllo.eter for ~eallnQ 200 (McP~ oro)ectlon) of the I,S~O tl!ol~t!r~. fhe 
c05t of roaa structures Na5 bl~ed on an ayera~e klloleter cost of 131.2~ry. Yhr ~c~t 
of I£ln!llnln~ the re~J~:!:tate~ roaes Mas ba5ea on an annuil co~t of .1.554 Der 
tllcleter, "lt~ :a:nter.ance phlse~ :n as rena~ll!tatlon wort ~roqres5es. 
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.tlethads af laDleaentltiar. and· Financin9 
, . (1'000) . . 

.' tie thad af 
IIDhaentitioR 

tlethadaf 
Pnlent .. 

Tatd 
Bud91t __________ . __________________________________________________ -__________________________________ ._w 

1. Pal icy Refarl Conditionality 

(II BFA 
(b) f~cd far Pra9ress 

2. fechnical Assistance 

lal Long-terl -- "lnlstrles 
Ibl ExpatrIate -- UniverSities 
(cl Local -- UniV\'rSities 
Cd! University Ope,'atin9 Costs 
lei Short-ten 

3. COllodities 

(a) Yehic I es 
(bl COIPuter 5ystels 
Ie) Traffic Counters 
Idl fax .. chines 

4. Trainin9 

Warkshaps • Shart Caurses 

. S. Other Casts 

Evaluations 
EquiDlent Kiintenance 
Conunqpney 

PI a9ral Grant 
fFP Grant 

Sector Pra9ral Drant 
Faad Shipaents 

&irec't A.I.D. 'Cantract Direct PaYlent 

Direct A.l~D:.Can'tract Direct PaYlent 

,I "', ,", '.' 
" '. . ,~, 

Direct A.I.D;',Cantract . Direct hYllnt 

DirectA.I.O'.Cantrac,t "Directhylent 

.... ------.. _- ..•...•.. _ ... -----... --_ ... --•.•.•...... _ ... ------------------------'" , ~.' ",,: . " , 

10,000 
40.400 

50,000 

2.100 
o~O 

380 
290 
550 

~,920 

180 
150 
123 

7 

3(10 
. 160 

tOO 
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1. Program Description 

KMDP will provide support fer rural road maintenance and 
rehabilitation. No new roads will be built, and no roads to be 
rehabilitated will be rerouted. During the Lour year program 
life, the equivalent of $30.7 million from the GOK contribution 
will be used for the rehabilitation of approximately 1,500 kms of 
rural roads in agricultural districts in the following areas: I} 
Kisii, 2} Nakuru, 3} Nyeri, 4} Kakamega, 5} Uasin Gishu, 6} Kitui, 
and 7} Narok. 

The rehabilitation of the roads could have detrimental 
environmental effects if environmental considerations are not 
included in the design and execution of the rehabilitation. For 
example/ road slopes and drainage patterns could have negative 
environmental effects through erosion. Alternatively, the pits 
from which local materials {gravel sand} are taken could adversely 
affect local environmental conditions. 

2. Covenants 

In order to ensure that this does not happen, the program grant 
agreement will provide the following covenants: 

a. The Government of Kenya does hereby covenant to undertake an 
assessment of the environmental consequences of its road 
rehabilitation activities financed by its contribution to the 
Kenya Market Development Program, which assessment shall include: 

(I) a review of adverse environmental impacts for each said GOK 
road rehabilitation design and execution; and 
(2) a plan for mitigation of identified adverse environmental 
impacts, if any. 

b. The Government of Kenya shall provide to U5AIo, on a no less 
than annual basis, a report setting forth for each completed Joad 
rehabilitation activity financed by the GOK contribution to tfie 
Kenya Market Development Program to include: 

(I) a description of each road rehabilitation activity; 
(2) a statement of the adverse environmental impacts, if any, of 
said activity; 
(3' a description of steps taken to mitigate said adverse 
environmental impacts; and 
(4) an evaluation of the success or failure of said mitigations. 

3. PFA Funde~rtion of Program 

The DFA portion of the Program will provide $10 million to be 
disbursed as a sector program grant against achievement of 
mutually agreed upon policy objectives and $S million to fund 
technical assistance in support of the instit.utional requirements 
needed to make and maintain the policy changes. The attached lEE 
provides a categorical exclusion for the PEA funded portion of the 
Program. {See Annex E} 
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V. FEASIBILITY ANALYSES 

A. Economic Impact Analysis 

KMDP economic analyses have emphasized a unique feature of the 
Program: the linking of a market reform component to a 
complementary infrastructure development (inter-market roads) 
component. The summary costs and benefits associated with each 
component are clearly identifiable in Table 2. This section 
covers the following topics: 

o A brief review of the derivation and critical assumptions 
involved in the cost and benefit streams in Table 2; 

o A review of the internal rate of return calculations for the 
two major components and KMDP as a whole; 

o A summary discussion of the overall economic justification 
for the Program. 

1. KMDP Cost and Benefit Streams 

The cost streams in Table 2 are described in detail in Sections 
IV.O, Program Inputs and IV.J, Financial Plan of the PAAD. Here 
we note simply that costs are made up of US doilar costs (OFA 
sector program grant and project funds) and costs financed by the 
GOK budget. In the latter category are administrative costs in 
the Ministry of Public Works and the costs of maintaining the 
roads rehabilitat~d under the ~mp i~ter-market roads component. 
Greater detail on the derivation of the roads component costs and 
benefits are contained in unattached Annex F, Transport Sector 
Analysis. 

Market reform component benefits are attributable to the 
elimination of movement controls on maize and beans and related 
reforms and in the wider dissemination of better market 
information. Efficiency gains take the form of maize and bean 
marketing cost reductions and the resulting savings that accrue to 
the informal maize and bean trade (i.e. that trade which is 
outside the current NCPB/major mills network). They are 
determined by estimating potential reductions in marketing margins 
at the wholesale level. 

The overall market share of inforr3l trade in grain markets has 
been growing in recent years relative to that of the NCPB. 
Analysis of maize marketing channels &nd practices indic~tes that 
substantial savings could be realized if shipments were 
unrestricted by quantity or destination. For example, current 
small-scale wholesalers in Eldoret pur~hase maize from local 
traders ("first handlers") for KShs 315 (about $15) per 90 kg 
bag. They incur expenses of KShs 60 in shipping the mai~e in 
small volumes (less than 10 bags) to their customers in adjoining 
seasonal deficit areas. If maize movement among districts were 
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permitted, traders would be allowed to purchase maize directly 
from farmers in surplus producing ar.eas and deliver it by the 
truckload (about 100 bags) to their customers in deficit areas. 
Under this scenario, the traders would accrue estimated savings of 
KShs 65 (about $3) per bag reflEcting a combination of a lower 
~ost of goods and lower unit transportation and handling costs. 
Numerous similar examples were worked througl~ during the PAAD 
economic analysis and consistently the savings realized through 
efficiency gains were in the KShs 55-75 per bag range. Assuming 
turnover in private channels of 7 million bags oer year, the 
aggregate £,ross savihgs are on the order of $20 million per year. 

Trading in beans is equally constrained by formal system rules, 
even though only a fraction of marketed volumes actually reach the 
NCPB. Under present policy conditions, excess marketing costs 
average about KShs 75 ($3.50) per bay. As with maize, these costs 
are directly attributable to the maneuvering, inefficient 
practices and unnecessary intermediaries that are used to 
circumvent movement controls. Interestingly, the KShs 75 per bag 
affects both small-scale traders (mainly in the form of handling 
costs) and unauthorized larger-scale traders who engage in 
inter-district arbitrage (e.g. Kisii to Nairobi), but must pay 
subs tant i a 1 rents at roadblocl:3 a long the route. Gross savings of 
$3.50 per bag on private sector trading volume of 1.B million bags 
of beans would aggregate to $6.3 million per year. 

In Table 2, the estimate of net benefits to the Kenyan economy of 
the elimination of movement controls on maize and beans represents 
only about 30 \ of the cost savings from the reduction in maize 
and bean marketing margins. This is because only the 
distributional efficiency savings (composed of reduced real costs 
for handling, transport, and informal rents) are considered to be 
net economic gains to the economJ " as a whole. The rest of the 
marketing margin reduction represents transfers within the 
economy, primarily from a sub-group of small market traders to 
producers, consumers, and wholesale level traders.il 

Overall the marketing reforms, under very conservative 
assumptions, produce a stream of benefits of approximately $59 
million over ten years against costs of about $25 million, 
occurrina lara@lv in thA f;r~t thrAA VA~ra 

ilOne could also assume that some of the reduced margin 
going to traders and producers would have further secondary 
impacts on increased maize production and on reduced costs from 
wholesalers having a greater propensity to reinvest extra profits 
in transport, btorage and handling facilities which would further 
reduce the aggregate costs of marketing. However, none of these 
secondary benefits have been included in this summary economi~ 
analysis. 

.,-
4': 
.~". --:. "·4. 
"' . . 'j ., ...... 
~~.~ 

... ··1 
",. -.. . . ... 

... ",0'; 

~r : 
" . . 

" 



>i 

,_.:. . ,..... I=':'?I"'~ r i l 
. ~. t #f t· ••• i -? ;-.. 

. I, 

- -_._------- ... -.. .. .. - _. - --.. - . - -
,'.'1'::' 1'5"== 
,'. ': .• :. ::. I.. .: • 

· I: 1:1 I:..~ 13/)1(',. (~) 

1 IF'I~ rl=t ('1= > 
·.;'_I!=.·P':II- t l,~ 131)1( 

I ' , .... i t;..IJ t i '::r'-I·!. ( 1../: ) 
I. :"':':Jd Ro::'h.'!tb. (I_C > 

. II}. I:,,:, ~ 1:. 5 

· '.;, :: .. :1 1"1 ~ i "~I t. ('-.C > 
· \:',[:'1.'" t=ld," i 1'1. (I •. ':) 

':". : ,', •...• -.1:. ';'JI:o t ,~t:,.:, 1 '5. 

2.1) 
t.7 

2.1) 
'5.1 

I). I,) 
I). 1 

I . i I P.:.l i ':;:':1 R,? r ':'11' 'II . '5~ i" 
I·. ,';' .. I~':'·l'd·;:, . '."5~ 1 . 

" I)':; , '; 

··or!::·/.!'''"'· l I':' (1"11'!" rG SI':'JVJ NI';;O:; > 
I, I ' • " ':"-'''1.", J , .. i..;·(: _,' 

: ... :. 'I. ,.J'!I. i z'". Ij.l;) 

. • ",: I.:, 'J'-'!- .,.) •• ;) 
r'<I.' I· ... · 'II ~, r"I/.-: ~. I;) •• ;) 

. . 
'. <:"""":" "",-,l -:;'..11:» t .• :) l.~ 1 '0 

'". 1 -:' Pt;. 1 i '=1:1 R.? '-:':)1 ·on. 
H:OI 1 ,:, 1:. R':a.;II,:J·s 

-.) • .Ij 
.) • ':'1 

3.0 
.1.( 

2.0 
~ .. ~ 
o. l' 
1).1 

,15. ( 
~. :3 

1.'5.0 

i:J.1J 
1.5. 
Jj~O 

1~5 ... 1"'~ 

s .• ) 
1 •. ~ 

2.1) 
;". 1 

I) •. ? 
I). 1 

:3. :3 
7. =I. 

1 I:; •. .? 

':5.2 
. 1,. IS 
'1):0 

Table'. 9. 

I). I) 
( ... ) 
.2. I) 
I). J) 

I). ':1 
I). 1 

. :!!~·i). ' 
"(). ::I 

.2. 3 

''3 •• 3 
1 .• IS, 
')~:':I 

. 6. ,~, 
i". 7 

F', .,-, J' ,:.;~.;~ ... - .• ~ 

I) .1) I) .1) 
I' . I:.' '(. ~ I) 

, .. 2. I) I) ~ I) 

,) •. (1,; . I) ." 

I). 3. . '1. 1 
1:1. t.; . 1:1:'1 . 

2. .,1) 
I)~:I' 

'5.:1:_ 
F~·.7· I'. (I 
7.3 .. 
7. :~ 

..... ! -

1:1. i) 

1 •. 1 

·1 • 1 

. ~=i •• S·.·· 
1. ;- .. 
i) • (' 

>. 

7-~ :I . 
:3.j) 

:~ .. . _.... . 

.0.1) 

.) .. ) 

.) .. ) 
'1). I) 

~. 

: 1. 1 : 
: o. 1· 

1'.1) 
1.1 

1 • I 

I' .. ) 
I) ~i) 

I)' •• )' 

I). I:, 

1 .1 
, i)~ l' 

5,.15· 
1 •. ? ~ 

'·0 •• ) 

. 7 ~3~'c,;. ..3 
,.$ .':3 :3 • '5 

'1 (I I I~II r:11~ NEF I J":; ':'1." 1 1 • ~ 1 ';:' .'; 1 " J ':i} :3 1 S~6 

~::IJI: J l:n:.N£I:· I r'5-:: 
l'lI~; •. ,:t P·;:.l i 0::1::1 R.~ F ,:-oron 
1'1:". : .. ,;.' 1;,. ~,:).'9d·5 

-2.1) 
-.2.-=1 

. '('! 1:11. '";: r 

'~''5 • 7 -5 ~ 2 
-5. 1 -6. ,=I 

.- 11) • :3' .- 1 1 • as _ .• =1 • -=1 

..... ;, 
7.-=1 

1.2. 3 

'5 •.. :1 
7.'5 

1.2. :~ 

I I .. ~. :1 t j '.'t;? I: '~':O'I':--IIJ i I::; I RI~ • 's ,=t Ft.!",·· : 
1·1I<·t·3 P,:--l i ':;':J 1~~'Fo'-"I' I:':O'"P'~I "!P'-' t.: . 

.~ '"1'.-:'t. 1~,;w."9.:t 1:'="Tlp':,1I-I~""1 t. : 

r.;. 3 
I;' • '3 

J ·~I • :? 

7.'3 
7.1 

14.4 

~I '(1--:' 

-.36:-~ 
-21:,:-~ 

, .:t t." 1 1<' '.1/) I .... : 

BEST AVAIlABLE DOCUMENT 
• ~I):'~ 

7. '3 
7 •. =1 

1·:J. , 

., . 

i;., I~I'~, n·.·· Hi. I' I 
:"_:. -': , ..... 

." (I ~ (I. 

. 0. 1) 

.···(I~·.) 

1),(1 

.•• I).·:C 

I)'~ 1 
," 

I). ':S
. I) ,·~:3 

;<. 

('. I)" 
" . ~:I ,.':1 

(. ::)~:'f 
(I,.J '. 

.), I) 

I) ~. ;J .' .: .). 

.... 
I:' • I:; ~ 

1 ~.r . 
.~ . ,:1 ,I)~" 

. i" ~~3 . 
~~~ ~ :~'~ 

." i".3.: 
:~. -=I' 

·'S.7 

J .) , , 
11-':-
.2'3~; 

32::.': 
3':1:-~ 

. :>':1 • 1:_ . 
. f~"';~'';; 
',:- '. , .. - " -

'1,:- •. :' 
'. 

.. , ':: . (. 



- 83 -

2. Distribution of Benefits fLom Marketing Reforms 

The benefit streams in Table 9 were estimated to be distributed to 
producers, consumers and traders in the expanding wholesale 
se~ment of the vertical marketing channels for maize and beans. 
The projected impacts of potential reforms at the farm level for 
two farm sizes (under and over 8 hectares) and six Provinces of 
Kenya, are summarized below in Kenya Shillings: 

Table 10 
Benefits in KShs Millions 

,,- q "'" aIZ ..... Si1 2ez:cent 
Z.2M Small Laz:ge Total of Ictal 

,1;' 'Coast and 
~,'Dry', East 25 0 ,25 2\ 

2. Centr;1l and 
"West East" ,129 7 136 11\ 

,3. Rift Valley ,34,6 368 714 60\ 
, , .~ .,' 

4. Nyanza 91 8 99 '8\ 
,'-" 

5 • Western '211', 8 219 18\ 

Totals 802 391 1,194 100\ 

These results indicate that a greater than proportionate share 
of the KMDP farmgate benefi~s will flow to Rift Valley farmers, 
while less than proportionate benefits go to zones 1, 2 and 4 
above. Western Province (zone 5) is a third case that will 
receive benefits which are proportionate to maize production 
levels there. The basic logic is that traders will tend to 
concentrate on areas such as Upper Rift which have substantial 
surpluses to export to other regions and where better 
infrastructure and past practice give a definite advantage to 
the region's farmers, with benefits going most rapidly to 
larger farms which may have been benefiting selectively already 
by being able to skirt the movement controls one way or another. 

When we look at the distribution of benefits going to traders 
and consumers, we see that overall, shilling benefits from the 
elimination of controls are distributed as follows during the 
early and later years of the KMDP effort: 



Time Period 

. Years 2-4 
Years 5-10 

, First 10 Years 
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Table 11 
~rcent of Benefits to: 

27 
40 
36 

Producers Tradetj 

37 
20 
25 

36 
40 
39 

:dnstimer~ 
I;: 

~a~ly excess profits are important to stimulating trade as they 
provide incentives for others to enter the maize market which 
would then increase competition and eventually contribute to 
higher prices going to producers and to consumers paying less for 
basic food supplies. It should be noted that consumers in earl" 
years of the Program benefit substantially more than produ~ers 
(twice as much in year 2) since they are more concentrated and 
easier to reach than producers. The economic analysis of the 
market component is further explained in unattached Annex A, 
Economic Analysis. 

3. Cost and Benefits of the Roads Component 

KMDP road investments are intended to integrate the system of 
Class C and 0 roads with district centers and production areas~ 
and upgrade existing inter-market roads to gravel standards. The 
economic analyses are based on the evaluation of three cases: 
Class C and 0 road projects in a high potential maize surplus area 
(Nakuru), a high potential cash crop areg (Kakamega or Kisii) and 
a grain deficit area (Kitui). 

Because reductions in transport costs are the most direct benefits 
that accrue to users of an improved road urdet a regime of 
competitive markets, these benefits are used as the basis for the 
analyses. Vehicle operating costs savings come about when a 
gravel road in poor condition is restored to its original design 
standards. Because such an improvement results in changes in the 
surface condition of the Ioad, the costs of operating vehicles 
over the road are lowered. The resulting transport benefits were 
first annualized and then projected over the life of the improved 
road. The discounted benefits were then compared to the 
discounted costs of construction and the costs of both routine and 
periodic maintenanc~ of the road improvement over the same period 
of time. The net benefits (i.e., the discounted benefits minus 
the discounted costs) were used to conduct the internal rate of 
return. 

The procedure used in performing the analysis was to evaluate a 
base case scenario first for Class C and 0 roads in the two high 
potential areas and in the low potential areas. Under the base 
case scenario, the economic analysis was conducted on user savings 
only. The costs of inputs for the base case analysis included the 
construction costs estimated at KSh~ 260,000 ($12,700 @ 20.5 
KShs/U.S.$) per km, annual maintenance costs estimated at KShs 
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10,900 ($531) per km for routine maintenance and KShs 150,000 
. ($7317) per km for periodic maintenance. All cost inputs were 

shadow priced for the foreign exchange component and for the use 
of the unskilled labor to reflect economic costs rather than 
financial costs. (The shadow prices are based on I.B.R.D. 1986.) 

Vehicle operating cost savings or user benefits were estimated on 
the basis of the savings achieved from using an earth road in poor 
condition as compared to using an improved grav9l road. Vehicle 
operating costs can be grouped into two categories consisting of 
fixed costs and variable costs. Fixed costs are those incurred as 
a result of owning the vehicle such as license fees, taxes, 
insurance and depreciation. Variable costs, or more precisely 
running costs, relate to those costs incurred as a result of 
putting the vehicle into service. Variable costs include: fuel, 
oil and lubricant consumption, spare parts consumption, tire 
consumption, maintenance repair costs, crew costs, and idling 
costs. 

Fixed costs represent 65% of total operating cost for a seven-ton 
lorry or about KShs 35.75 per km. The variable costs are 35\ of 
the vehicle operating costs or KShs 19.59 per km. Assuming that a 
lorry spends 50% of its running time on a gravel road and 50\ on a 
paved road (both in good condition), the operating cost should be 
approximately KShs 18.76 per km. However, because of the road 
conditions prevailing in the study area, the running costs per km 
for a lorry are estimated to be 53% (KShs 6.81 per km) above what 
they would be if the roads were in good condition. 

In order to estimate indicative aggregate cost savings brought 
noout by KMDP road improvement investments, it is assumed that 
over ten years average daily traffic on the 1,500 kms of road to 
be rehabilitated would 'average 50 seven-ton vehicles. (This 
figure is derived from MOPW estimates of present road usage levels 
and represents the transportatjon of 1.01 million 90 kg bags of 
maize, a reasona~le figure considering total national annual 
formal and informal maize marketings of approximately 13.5 million 
bags.) Based on that volume of traffic, and the 6.81 KShs per km 
cost savings estimated above, total running cost savings over ten 
years (2600 operating days) are e3timated at $64.9 million (@20.5 
KShs/U.S.$). As these assumptions cannot be based on exact 
projections, the case studies were subjected to sensitivity 
analysis illustrating the effects of 25% reductions in average 
daily traffic or cost savings. Thesa are illustrated in the the 
tables in Unattached Annex F, Transport sector Analyses. 

4. Program Economic IRB's and Justification 

Internal rates of return, after (our and ten years, were 
calculated for both of the major KMDP components, market 
and inter-market roads, and for the Program as a whole. 
of these computations are summarized below: 

reform 
Results 
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Table 12 
Internal 'Rates of Return after: 

Components 

Market Reform 
Market Roads 

Total KMDP 

4 years 

-18\, 
-26\ 

-23\ 

10 years 

29\ 
32\ 

30\ 

It will be noted that the market roads component has a slower rate 
of payback but that the 32\ rate of return after ten years is 
considered very good for investment in rural roads 
infrastructure. Because the major policy component of maize 
movement decontrol occurs in year three, the accrual of a positive 
return is not evident during implementation of the initial four 
years. 

The rates of return for the market reform component reflect the' 
large savings which can easily be realized through economies of 
scale if normal private wholesalers of maize and beans are allowed 
to expand without distortions due to restrictions on supply 
movements between surplus and deficit areas. This is the heart of 
KMDP: it is both the major economic justification f~r the Program 
and the most difficult part of the policy agenda for the GOK to 
accomplish. The reasons for hesitation in adopting simple reforms 
with clear-cut benefits are partly due to the inertia of marketing 
system policies which have been in operation for 50 years, and 
partly to legitimate concerns on the part of the GOK that it be 
able to fulfill its critical role in assuring national food 
security. 

As previously discussed in Section III.C.I., Other Donor 
Assistance, GOK and donor representatives have voiced concern over 
the potential negative impacts of mov~ment control elimination on 
the financial viability of tho NCPB. It is felt that during a 
transitional period to greater maize market liberalization, 
decontrol would threaten NCPB·s ability to purchase and sell 
enough mai7.e to avoid nec increases in per unit throughput costs. 
Increased costs would cause greater NCPB operating deficits and 
greater requirements for national budget subsidies. This would 
have a negative impact on the economic feasibility of the 
Program. However, analy~is has found: 

o Under average and bumper supply conditions, the elimination of 
the controls would not appreciably affect the NCPB as a buyer 
since its harvest price would generally be above prevailing 
market levels because the time period when NCPB purchases the 
majority of its StoCk9 is immediately after harvest when 
informal market prices are at levels generally below NCPB's 
prices; 
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o Under mild deficit conditions, it is clear that liberalization 
means that NCPB would have to compete on price for its needed 
stock acquisitions. This effect would be transitory, however, 
since under more severe deficit and drought conditions, NCPB 
would cease buying and begin the release of the security stock 
while it considers increased food aid and commercial imports 
of cereals; and 

o Administrative monitoring of miller purchases, and fines as a 
disincentive to millers seeking their supplies from other than 
NCPB sources will provide short-term protection of NCPB's 
wholesale market outlets while it increases its operotional 
efficiency and competitiveness. 

B. Social Impact Analysis 

During the process of PAAD design, field studies were conducted in 
districts targeted for assistance under KMOP. The study team 
focused its analysis on market linkages and spatial relationships 
between production areas and markets, and then on the principal 
socio-economic groups involved in the marketing system for maize 
and beans. To lay the groundwork for identifying probable 
"winners" and "losers" under a scenario of policy reform, the 
analysis began with the stakes that various groups have in the 
current system. 

Important distinctions were noted in the capacity and performance 
of the formal system in purchasing the output of different 
producer groups, and meeting the needs of various consumer 
groups. In large part the uneven performance of the NCPB system 
and the development of an active "informal system" of private 
trade which operates in parallel are traceable to its origins. 
The predecessors of the current Board were organized half a 
century ago, with the objective of ensuring a market and a 
gazetted price for large farmers (then exclusively Europeans), and 
ensuring delivery of grain and flour (through the closely 
connected milling industry) to consumers in urban areas. Yet 
while Kenya's rural economy and land tenure systems have been 
substantially transformed since that time, altering the 
relationship between producers and markets for maize and beans, 
the monopoly/monopsony status and associated regulatory system of 
the Board have remained essenti~lly the same. 

By increasing transparency and deregulating the existing informal 
trade, KMDP offers advantages to groups who have not been well 
served under the existing system: 

o Medium-scale maize farmers, especially in resettlement zones, 
who depend on maize as an important income source, will be 
able to direct their significant surpluses to a wider range of 
buyers: 

o Wholesalers and medium to large-scale traders, who will 
realize greater economies of scale because they no longer have 
to maneuver around the restrictions of the formal systems; 
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0' Rural consumers in many regions, especially those living in 
areas that experience seasonal deficits characterized by 
severe price swings, such as the districts adjoining Lake 
Victoria or those in Central Province which have switched over 
to high value cash crops; and 

o Lower-income urban consumers, who would have greater access to 
grain for unsifted posho flour, especially under bumper 
harvest conditions when producer.prices are relatively low. 

One of the most significant transformations will take place in the 
marketing channels between rural surplus and deficit zones. Here. 
the increased efficiencies in handling and transport will be 
achieved through elimination, on average, of one handler/middleman 
in the chain. Some of those displaced are likely to be women 
traders, in cases where the freer flow of trade favors 
consolidation of shipments into lorry loads or pick up loads, 
rather than very small quantities sent via donkeys, bicycles, 
buses, or mat~. However, the success of wo~en entrepreneur,s in 
the marketing of unregulated commodities such 3S potatoes, 
bananas, and vegEltables - many already operating at large-scale, 
with their own means of transport - suggests that in a more open 
and competitive t:rading environment, some of those now dealing in 
maize and beans ~lill be able to expand and prosper. 

The reduction of prices during the "hungry season" of April to 
July in seasonal deficit areas will be one of the key indicators 
of program impact. In these areas, not only are there large 
numbers of female··headed households, but rural purchasing power 
tends to be low and the scarcity of maize and beans after stocks 
from the previous harvest run out creates a genuine hardship. By 
opening up the flow of staples into these areas the Program should 
have direct, measurable impact on the consumption of affected 
hOllseholds. 

The ARMES unit of KMDP will be provided with adequate support to 
carry ou~ several k~y functions, among them: 

o Reporting on price indicators to monitor changes in spatial 
and seasonal differentials; 

o Short-term diagnostic studies to dig deeper into issues 
arising from data on price patterns and trends; 

o Longer-term applied research, using the Policy Analysis Matrix 
(PAM) and othsr methodologies at the farm level to improve 
understanding of commodity systems; and 

o Helping to develop and refine a comprehensive strategy for 
food security. 

The first two of these functions will be implemented so as to 
provide analysis and result with a quick turn around so that USAID 
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~nd GOK policy makers are able to monitor program impact, identify 
vulnerable groups (or intended beneficiaries who have not yet been 
reached), and take remedial acti0n. 

The proposed infrastructure component to rehabilitate roads 
linking markets is being modelled on th3 successful Minor Roads 
Program which enjoys multi-donor support. The MRP has pioneered 
efforts to ensure that women benefit from employment 
opportunities, and road improvement under KMDP will draw on its 
experience and procedures. Private contractors engaged uy the 
Ministry of Public Works to upgrade linkage roads (Class C and D) 
will be required to observe the criteria of the Ministry. 

C. Beneficiary Impact Analysis 

KMDP economic analysis shows that the net benefits from the 
proposed marketing policy reforms and from the market roads 
program amounts to $ 73.3 million at the end of ten years. The 
road improvement program will result in immediate benefits as 
producers and consumers gain better access to markets, and traders 
experience less transport costs. The most important benefit 
stieam, both in terms of policy reform and in terms of the size of 
annual benefits to the Kenyan economy, is that ass~ciated with the 
elimination of movement controls for maize. This summary points 
out the expected impact of reform on beneficiaries and losers 
among Kenyan maize producers, traders, millers and consumers, and 
the potential effect of resultant changes on agricultural 
productivity. 

1. Beneficiaries 

Elimination of movement controls will result in significant gains 
in income for those medium-scale (8-20 hectares) farmers who 
concentrate on maize production. These farmers have a sizeable 
market surplus. Smallholders in grain producing areas will 
experience relatively modest gains in income because, typically, 
they sell small amounts soon after harvest when prices are low. 
In a free market, however, this category of farmers, because they 
are less prone to drought, would get higher incomes during deficit 
years as prices rise due to scarcity in other areas. In good 
years large scale farmers will get higher prices created by 
competition, but even larger financial benefits would accrue in 
deficit years as they market large quantities to drought affected 
areas. 

Among the traders, large-scale wholesalers would see a big 
improvement in business. Lifting of movement controls would make 
their operations more profitable and allow expanded wholesaling 
operations with greater efficiencies. These large benefits would 
attract new entrants causing effective competition and highec 
producer prices. Major marketing cost savings will be a result of· 
this improvement in operational efficiency which is currently 
impeded by trade restrictions. Analysis based on field data 
describes marketing savings of approximately KSh 65.00 a bag of 
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maize as it moves from the farmgate or first handler level to the 
mills, wholesalers or retailers. Under reform, small-scale 

··traders using donkeys and moving small loads on matatus will 
retain their niches as strictly local retailers and 'first 
handler' assemblers. 

The ~Q milling industry would continue to grow in both urban 
and rural areas, with areas currently experiencing grain shortage 
due to seasonal deficits seeing the highest growth. Posho millers 
would save costs currently incurred due to maize movement 
restrictions and would have no difficulties in obtaining grain to 
deal with the unmet pasho demand, especially in the large urban 
centers. 

Maize consumers in all income groups would benefit under reform. 
The biggest impact would be on consumers in seasonal deficit areas 
such as the Lake Basin, Central and Eastern Provinces, and urban 
consumers in the low income category. Price distortions due to 
restrictions on trade cause unfavorable seasonal price swings in 
seasonal deficit regions. This ~ituation would change as supplies 
move more freely, and "hungry season" maize and bean prices fall. 
Low income consumers who spent approximately 40\ of food 
expenditure on maize would be better off as grain and posho flour 
become available for pur~hase. Normally, this group prefers 
unsifted ~o which costs KShs 4.20 per. kg as opposed to KShs 
5.60 per kg for the sifted flour, a 30\ difference. Apart from 
access, this group would actually reduce expenditure on food by an 
estimated 13\ by eating more of the preferred cheaper posho 
flour. Consumers in chronic deficit areas like Kitui and Marsabit 
would see a smaller impact ~s NCPB is likely to remain the main 
supplier. NCPB has a well developed supply network following 
recent food security concerns over these areas. At the same time, 
these areas are not currently served by competitive private trade. 

2. Losers 

With reform, medium to small-scale wholesalers are likely to be 
squeezed out unless they shift to more cost-effective means of 
transport. Currently, they move small loads on matatus or on top 
of buses packed in less than one bag loads to escape institutional 
transaction costs and the police, and do not make much money on 
thei~ operations. A day's turnover is about one 90 kg bag, making 
about KSh. 0.30-0.50 per kg and therefore approximately KShs. 
27.00-45.00 per day. Permitting large trading volumes and lorry 
load shipments of seven tons and over would mean that some 
small-scale and medium-scale traders would be out of business. A 
few large milling companies represent the second group that would 
see reduced advantages in a less protected situation where they 
would need to compete for their supply with private traders and 
the smaller poshQ millers. 

We also anticipate that th~ current beneficiaries of the syste ~f 
economic "rents" will be losers due to the removal of movement 
controls. This g~oup's possible range of reactions and the 

http:27.00-45.00
http:0.30-0.50
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anticipated effects of these reactions are dealt with in detail in 
Unattached Annex I - Political Analysis. 

3. Effect of Present Policies on Incomes of pifferent Groyps 

Under current policies, the large-scale farmers (over 20 hectares) 
and large milling corporations have an advantage in the maize 
industry. Large-scale farmers annually producing anything up to 
2,000 bags and over benefit from NCPB's bulk buying, storage and 
transportation facilities, including the railway system. Many 
farmers in this category also enjoy privileged access to large 
millers and private markets. Under reform this group is likely to 
prefer to sell their maize to their existing customers in bumper 
and normal years, while in deficit years they will probably take 
advantage of liberalized markets to transport grain to seriously 
affected areas where they would fetch a price above that oifered 
by NCPB. In any case, most large-scale farmers ea~n substantially 
more income from wheat and dairy productiJn; thus, any reform in 
the maize market is likely to affect only minimally their overall 
incomes. The large millers' income growth has been favored by the 
gazetted price structure of the current system. They have done 
even better, in financial terms, when they were able to purchase 
maize through the "back door" directly from large farmers or lorry 
traders. Even under conditions of market restructuring and 
probable growth in the market share of private traders, it should 
be emphasized that most of Kenya's large millers have the 
resources and experience needed for successful adjustment. 

Some small-scale farmers, small traders and high-income urban 
consumers have also benefited to some extent under the current 
system. Small-scale holders in grain producing areas have 
experienced a slight advuntage in numper and normal years because 
access to NCPB assures them a mark~t. In deficit years they lose 
some potential benefits by selling at lower prices than would 
prevail under a freer market. Small traders can take advantage of 
low volume trade under the current system while middle and high 
income urban consumers benefit significantly from fixed price for 
flour and dependable supply. 

The remaining groups of maize market actors have their income 
growth and food security constrained significantly by the current 
maize marketing policiea. 

Medium-scale producers in the large farm/settlement areas appear 
to incur the greatest costs among all producer groups. Among this 
group, sales of 100 to 200 bags are common, but because they have 
only one outlet for their produce (NCPB), they lose significant 
revenue. Large-scale traders and wholesalers who resort to 
unauthorized trade dealings absorb the highest risks and potential 
costs under the current system. The other categories of losers 
include small-scale producers in deficit regions who are largely 
net purchasers, low-income urban consumers and to an extent middle 
and high-income urban consumers, urban and rural posho millers, 
not to mention the undesirable erosion of government revenue as a 
result of maintaining the presAnt policies. 
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4. Potential Longer-Run "No-Loser" Effects of Reform 

The analysis of beneficiary impact and the surveys upon which this 
analysis is based indicate that in the short run some economic 
gains may shift froln a few market actors, particularly large scale 
farmers and millers who are currently protected by economically 
inefficient trade regulation, to other groups in the economy. 
Also, some medium-smaIl-scale traders are expected to be displaced 
by larger, more efficient operations. However, there are real net 
economic gains to Kenya to be realized from improved efficiency in 
maize marketing. If these economic gains result in overall 
economic growth, there should not be any real longer run losers as 
a result of reform. The apparent short run losers will shift to 
alternative profitable activities created by economic growth in 
the country. 

The longer run effect of undertaking the reforms on the growth of 
agricultural productivity will more than offset the short run 
losses. 

First, under freer marketing, small-scale maize producers can be 
assured of marketing their surplus produce. Consumers of maize, 
the country's food staple, can be assured of supply. Given more 
confidence in the ability to buy and sell, many subs\stence 
farmers will be willing to shift to commercial production. First, 
they will produce more maize because they can sell it and improve 
their income level - a supply response to availability of 
effective maize market and higher prices from trader competition. 

Second, as SUbsistence maize producers become more commercialized 
and see a reliable supply of maize during drought and off-season 
periods, they will shift to higher value enterprises to earn 
higher incomes. They will increasingly depend on purchased maize 
for their food. This is a slow and continuous process of change 
that is already evident in some parts of Kenya. These shifts will 
force people to consider comparative advantage positions in 
choosing new enterprises. Under such circumstances, farmers will 
earn higher incomes making agriculture a more attractive industry 
and a major source of growth. With agriculture becoming a more 
profitable enterprise, there will be less need for farmers ~o be 
partly engaged in inefficient low paying small-scale maize trade. 
At that point, the group that is initially displaced by more 
efficient traders may choose to concentrate on farming. 

At the same time, increase in commercial agriculture will create 
more trading activities at local levels and create employment for 
extra first handlers, who can assemble produce and make more than 
the KShs. 27.00-45.00 that this group makes today. Before this 
happens, there is evidence that indicates that the unprotected 
large-scale farmers and millers have the ingenuity and the 
resources required to adjust and reap benefits from a growing 
economy. 

http:27.00-45.00
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D~ Institutional Analysis 

The principal institutions involved in the implementation of KMDP 
will be the Ministry of Finance, the Ministry of Agriculture, and 
the Ministry of Public Works. The Ministry of Finance will serve 
as the program coordinator and will chair the inter-ministerial 
KMDP Policy Committee. The MIS sub-component will be located in 
the Ministry of Agriculture, Farm Management Division. The ARMES 
SUb-component, while involving various ministries, will be housed 
in the Development Planning Division, Ministry of Agriculture. 
The Ministry of Public Works will implement the Roads Improvement 
Component. 

In addition, successful implementation of the Program will require 
participation and coordination with the University of Nairobi, 
Egerton University, the Ministry of Plahning ~nd National 
Development, private road construction contractors and the 
inter-ministerial KMDP ?olicy and Steering Committees. 

1. Office of the Vice-President and Ministry of Finance (OVP&MQF) 

The Office of the Vice-President and Ministry of Finance is well 
suited to serve as the coordinating ministry in the GOK for KMDP. 
The OVP and MOF has the requisite stature to guide high level 
decision making in achievement of the policy changes targeted. 
The Ministry is clearly in the best position to influence budget 
decisions that will be critical to implementation and achievement 
of policy objectives. The Ministry is already the coordinating 
body for the World Bank's ASAO II, the EEC's CRSP and the 
GOK-USAID PL 480 Steering Committee. 

The GOK coordinator for KMDP will be an Under-Secretary in the 
MOF. USAID/Kenya has had extensive contact with the individual 
proposed in his capacity as the Mission's principal contact in the 
GOK and as the chairman of the PL 480 Steering Committee. 

The OVP and MOF has sufficient capacity and expertise to fulfill 
its role in KMDP, Therefore, no KMDP resources are planned for 
this institution. 

2. Ministry of Agtis;ult:ure (MQA) 

The Ministry of Agriculture has the mandate for development and 
management of the Kenyan agricultural sector. The Ministry'S span 
of control has diminished over tha years as some functions have 
been transferred to new ministries. Nonetheless, the MOA remains 
the domi.nant ministry in the management of the agricultural sector. 

At the top of the MOA's organizational structure is the Minister 
of Agriculture and the Assistant Ministers. The Permanent 
Secretary is the highest ranking civil servant. Reporting to the 
Permanent Secretary are th~ Director of Agriculture, the Deputy 
Secretary for Administration and the Head of the Development 
Planning Division. Under the Director of Agriculture are seven 
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technical divisions .. One of the seven is the Farm Management 
Dlvision. 

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. 
In some functions, such as crop development, farming statistics, 
marketing, irrigation and soil conservation, the MOA shares 
responsibility with other GOK institutions. Where the Ministry's 
control has been transferred to other ministries, the MOA has 
reduced the depth of its involvement. 

a. The Deyelopment Planning Diyision CpPPle MOA 

The Development Planning Division is one of three divisions that 
report to the Permanent Secretary of the Ministry of Agriculture. 
The Division is divided into four sections: commodity analysis, 
inputs, project preparation and strategy. Under KMDP, DPD will be 
responsible for coo:dination of the ARMES sUb-component in the GOK. 

DPD is the GOK's only organi.zational unit explicitly mandated to 
undertake strate~ic and policy analysis of the agricultural 
sector. As noted above, the Head of the DPD reports directly to 
the Permanent Secretary. This makes DPD well positioned to 
present policy issues to decision makers. The Division is called 
on by the Permnnent Secretary to review policy and strategic 
anJlysis reports from other divisions and government departments. 

DPD is also well positioned to obtain data and information from 
the technical divisions in the MOA. The functional role of the 
Division demands that it work closely with the other divisions 
within the MOA. This occurs either through informal contacts 
between officers or through formal m~chanisms such as ad hoc 
committees and task groups, and through the Ministry's management 
meetings. 

DPD has develop£d strong formal and informal linkages with other 
GOR institutions in policy development and has the respect of 
other GOR institutions in policy analysis. For example, the 
Division has recently been requested to prepare a food security 
policy paper for an inter-ministerial task force. These lirr~"~es 
are due, in part, to the fact that all the Kenyan staff in DPD are 
economists or planners seconded from the Ministry of Planning and 
National Development. While the DPD staff may report to the 
Permanent Secretary of MOA, they are professionally responsible to 
the MPND. 

The Division's position will be enhanced under the proposed 
IBRD-funded Monitoring and Evalua'tion (M&E) project. The M&E 
project stresses the need for line ministries, like the MOA, to 
develop their analytical capabilities to p~rform minot analyses 
and to use more quantitative information in their decision making 
processes. Likewise, the institutional strengthening activities 
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!planned for DPD under KMDP will impiove the'quality of DPD's 
contribution to the M&E project. ' 

However, DPD's t~chnical capacity currently is net sufficient td 
carry-out the Division's mandate in policy analysis. Due ~o the 
low level of renumeration offered to professional staff iri th~ 
civil service, the Division has faced a high rate of personnel 
turn-over. In addition, of tr~ 18 professional staff in the 
Division, six are on leave for post-graduate training. 

Three local professionals have been recruited as technical 
assistants funded by IBRD to replace departing expatriates. 
local experts are on short-term contracts, and will probably 
DPD within three years. Most of the other local staff are 
relatively new in the Division, replacing other officers who 
after receiving their post-graduate degrees. 

These 
leave 

left 

In addition, DPD does not have reliable data bases to support 
comprehensive and timely analysis of policy issues. In the PQst, 
DPD has concentrated its efforts on the analysis of crisis policy 
issues without the use of farm level data. The Division is aware 
of the need to develop data bases for policy analysis in order to 
quantify the impact of policy reform on private and social 
profits, market efficiency and agricultural production. 

Assistance will be provided to DPD under KMDP to increase the 
Division's access and capacity to analyze high quality farm level 
data. KMDP will upgra~e DPD's farm level data bases in 
collaboration with the Farm Management Divi!ion. Short-term 
advisors and commodities will be provided as needed to increase 
the Department's capacity to manage the data bases. The Program 
will also provide short~term training to increase the analytical 
and planning capacity of DPD staff. 

b. The Farm Management Division (FMO). MQA 

The Farm Management Division is one of seven technical divisions 
in the MOA. The Division is comprised of three branches cov@ring 
Fa!m Inputs and Marketing, Farm Systems and Statistics, and Land 
Use Planning. The FMD will be responsible for implementation of 
the Market Information System. It will also work with the DPD to 
implement ARMES. Two FMD initiatives are of particular importancs 
to its role in KMDP, i.e., the development of its data bases and 
its market information system. 

The FMD data bases have hepn d~scribed as the most expansive and 
organized farm-level production data in Kenya. The three main 
data bases were developed between 1978 and 1987. They will 
provide a firm basis for development of the data sets required for 
ARMES. Under KMDP, these data will be verified and updated and a 
data base system for strategic planning and policy making will be 
institutionalized. A long-term advisor will be provided to assist 
with this work and to assist in the development of a system to 
monitor factors that influence farmgate prices. 
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In the mid-1980's, FMD started a Market Information System (MIS) 
to improve market transparency by collecting data on wholesale 
market prices in nine major urban centers. This information was 
disseminated on a weekly basis through radio broadcasts. Most MIS 
activities stopped last year due to a lack of funds to cover the 
recurrent cost ot telephone and telex correspondence between 
enumerators and the head office and the cost ot the weekly radio 
broadcasts. 

A well functioning MIS is still an important goal for FMD. Data 
on rural market prices continue to be gathered by the Ministry's 
farm-level agricultural technical assistants. These data are then 
forwarded to the District Agricultural Officers who compile 
monthly reports submitted to MOA headquarters. However, the FMD's 
organizational capacitj and recurrent resources are inadequate to 
systematically manage and process the data collected. 

KMDP will assist FMD upgrade its ability to collect, process and 
manage market price information. The Program will provide a 
long-term advisor in market infolmation systems development, 
short-term training, commodities and local currency funds for 
operating expenses. 

c. MOA, District Level 

The MOA district level establishment has several sections which 
represent most of the technical divisions of the Ministry. These 
sections are headed by officers with graduate and post-graduate 
educations in their field~, A District Agricultural Officer (DAO) 
has overall responsibility for MOA activities at this level. The 
DAO has a fUnctional reporting relatioliship to all heads of 
technical divisions of MOA. FMD and DPD district level ARMES and 
MIS related activities in the implementation of ARMES and MIS will 
be coordinated by the DAO. 

3. Ministry of Public Works (MOPW) 

The Ministry of Public Works has tr~ responsibility for 
development, maintenance and improvement of the country's 
classified and unclassified road networks. The networks measure 
61,688 kms and 88,912 kms respectively. Among the Ministry's 
other functions are development and maintenance of public 
buildings, inventory maintenance of government property and 
mechanicgl services to other government agencies. 

As w~th other GOK ministries, the Permanent Secretary of MOPW 
reports to the Minister. The Chief Engineer (Roads), the Chief 
Engineer (Planning), and the Engineer-in-Chief report directly t~ 
the Permanent Secr~tary. The Chief Engineer (Planning) supervi~~s 
the Development Planning and Coordination Department (DPCD). The 
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Chief Engineer (Roads) heads the Roads Department which is divided 
into four brar.ches; Design, Special Projects, Construction and 
Mai~tenance. Each branch is headed by a Chief Superintendent 
Engi~eer. About half of MOPW's staff is engaged in the Roads 
Department. ~he department accounts for about 65% and 90% of the 
Ministry's recurrent and development budgets respectively. 

Over the past 15 years, the Ministry has launched three major 
programs for the development of non-bitumen roads. These are the 
Graveling, Bridging and Culverting Program (GBCP), the Rural 
Access Roads Program (RARP) and the Minor Roads Program (MRP). 
Based on their experiences in these projects, donors and 
consultants have described the Ministry as one of the best run 
ministries in the GOK. Through these projects MOPW has gained 
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 Ministry will be the institution responsible for 
implementation of the Road Component of KMDP. Within the 
Ministry, the Coordinator of the Road Improvement Component will 
be the Senior Superintendent Engineer for Regravelling in the 
Roads Maintenance Branch. The Coordinator will work closely with 
the Development Planning and Coordination Department. (It is 
expected that the Assistance Coordinator will be from DPCD.) The 
Planning Department will be responsible for monitoring the impact 
of road rehabilitation and assisting the coordinator in monitoring 
project implementation. The Coordinator will also be able to call 
on the Construction Branch and the GBCP, Special Projects Branch, 
for design of road structures (i.e., bridges and culverts). The 
Ministry has found that project coordinators are an effective 
mechanism for large project management and the departments have a 
strong collaborative working relationship. 

a. Road Maintenance Br.anch, Roads Department, MOPW 

The Maintenance Branch is one of the four branches of the Roads 
Department. Reporting to the Chief Superintenderlt Engineer for 
Maintenance are the Senior Superintendent Engineers for the 
Inspection and Management System, Regravelling, Resealing and Road 
Marking and the Provincial Road Engineers. 

Unlike the other three major rural road programs, KMDP will not be 
implemented by the Special Projects Branch. The Maintenance 
Branch has a number of advantages that will contribute to the 
success and sustainability of this program component. The primary 
advantage is that the Maintenance Branch has a country-wide 
organization and some idle operating capacity which can be 
mobilized to support the implementation of KMDP. In particular, 
District Roads Engineers are better placed and have more capacity 
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thari t~e ~RP/RARP District-improvement and Maintenance Engineers 
to supervise the KMDP road activities at the district leVel. 

Unlike 'the Special Projects Branch, the Maintenance Branch has had 
considerable experience over the years in the employment of 
private contractors. In recent years the Maintenance Branch has 
developed a 3ystem for costing, budgeting and monitoring 
expenditures on road maintenance based on the IBRD's Highway 
Maintenance Model. Furthermore, using the Maintenance Branch will· 
also avoi~ further fragmentation of the MOPW maintenance 
operations. Already, some institutional fragmentation has 
resulted from the development of parallel structures and 
operations under GBCP and RARP/MRP. 

The introduction of the -Road Toll Fund- and the use of private 
road contractors have provided the Road Maintenance Branch with 
full and sustainable capacity to maintain the country's trunk 
roads. This does not include the 2,500 kms of paved roads that 
need to be rehabilitated. As these roads are rehabilitated with 
assistance from other donors, they will be maintained by the Road 
Toll Fund. 

The Branch remains operationally weak only in the routine 
maintenance of graveled roads. The Branch is only able to 
regravel 600 kms of the 5,000 kms of roads targeted per year. The 
main constraints are the lack of funds to purchase, maintain and 
operate equipment, and weak management in the maintenance camps. 
The Branch is taking steps to relieve these constraints through 
increased use of private contractors and adoption of the routine 
maintenance system used under RARP and MRP. 

The funds provided by the KMDP Roads Component will help the 
Ministry clear some of the backlog of non-paved roads requiring 
rehabilitation. KMDP's emphasis on the use of private contractors 
for rehabilitation and periodic maintenance will reduce the 
MinistrY's dependence on donor assistance for procurement and 
maintenance of equipment. The Ministry's plans to use a modified 
lengthman system for routine maintenance of C and longer D roads 
will reduce equipment nt~eds and increase the utilization of 
existing ro~d maintenance staff. 

Through policy conditionality and covenants as well as the the GOK 
local currency contribution, the Program will increase the level 
of resour~es available to the Ministry for routine and periodic 
maintenance. Short-tp.rm technical assistance will be provided to 
address issues related to in~re~sing the Branch's efficiency, with 
specific focus on the constraints to appropriate budgetary 
allocations for maintenance. 

Additional assistance, computer equipment and training, will be:, 
provided to assist the Coordinator with proiect managem~nt. 
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Short-term technical assistance will be provided to address . 
constraints as they arise and for studies related to iricrea~ing 
the efiiciency of the Maintenance Branch. ' 

b. Developing ?lanning and Coordination Department (DPCD), MOPW 

The Development Planning and Coordination Departmp.nt is comprised 
of six units: ?olicy Review, economics and Statistics Unit, 
Advance Planning Programming Unit, Implementation and Monitoring 
Unit, Toll Collections Unit, Traffic Engineering Branch, and Road 
Safety Unit. with the exception of the first unit, all of the 
units are headed and staffed with ~ivil engineers. 
Reporting to the Chief Engineer (Planning) is the Chief 
Superinl:endent Engin~er (Planning). The Chief Superintendent 
Engineer in turn supervises the Senior Economist, the 
Superintendent Engineers and the Traffic Engineer who head the 
units. The Senior Superintendent Engineer for Project 
Implementation and Monitoring will most likely be the Assistant 
Road Component Coordinator. The organizational structure is 
somewhat fluid in that staff re~ources are often shared to meet 
peak workloads or to assist units that are understaffed. 

The OPCD will play a major role in implementation and impact 
monitoring for the KMDP Roads Component. The Implementation and 
Monitoring Unit will work closely with the Roads Component 
Coordinator to track progress in road rehabilitation and the 
expenditure of GOK funds for. the Program. Implementation status 
data will be sent to the Coordinator from the districts. The 
Coordinator will pass the data to the Implementation and 
Monitoring Unit for analysis and reporting. The Unit provides 
this service for all major road projects undertaken by MOPW and 
has the capacity to take on more work. 

Despite this existing capacity', only two officers are assigned to 
cover the Implementation and Monitoring Unit and the Advance 
Planning Unit. While the Department is sufficiently flexible to 
provide these officers with additional staff as needed, computer 
equipment and training will be provided to increase their 
efficiency. Training will be provided in the use of computers for 
project management and in policy analysis. 

The Traffic Engineer is in charge of the Toll Collections Unit, 
the Traffic Engineering Unit and the Road Safety Unit. The 
Traffic Engineer, through the Traffic Engineering Unit, will be 
responsible for data collection and analysis for the KMDP Roads 
Component. The Traffic Engineering Unit has a senior staff of 20 
olficers available to undertake special studies, surveys and 
evaluations for road projects. In addition, there are 100 
enumerators fully occupied with the Unit's on-going traffic survey 
and 60-point traffic census. 
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While the Unit is well staff to collect traffic data, the Unit's 
budget is 50% of the KShs. 2 million required to cover the costs 
of the traffic surveys. The Unit has all but exhausted its travel 
buaget allocation for 1989-90, less than six months into the year. 
The data collected are compiled and coded by the Lraffic 
Engineering Unit. They are then sent to the Government Computer 
Services Centre (GCSC) tor processing. Due to limited capacity of 
the GSCS and the large jobs the Center must process (e.g., the GOK 
payroll), the turn-around time to process the trafric data is one 
year. Consequently, DPCD's planning and monitoring is based on 
out of date data. The Department also does not have the ~apacity 
to analyze the data beyond what was done by GCSC. 

Assistance will be provided to the Traffic Engineering Unit to 
strengthen its capacity to collect and analyze traffic data. 
Twenty-five mechanical traffic counters will be provided to 
increase the Unit's capacity to collect traffic volume data 
without increasing personnel costs. Computer equipment, computer 
training and technical assistance will be provided to enable the 
Unit to analyze the data collected in a timely manner. 

c. MOPW, District Level 

Initial road selection, tendering and contractor management will 
take place at the district level. District Works Officers (DWO) 
will have responsibility for overseeing implementation of road 
rehabilitation and maintenance activities. Reporting to the DWO 
are the District Improvement and Maintenance Engin&er (DIME) and 
the District Roads Engineer (ORE), among oth~rs. DIMEs implement 
the RARP and the MRP. DREs ~ill be responsible for implementation 
of the KMDP road activiti~~. They have the requisite skills and 
excess capacity to supervise these nperations. 

District Roads Engineers, while supervised by the DWOs are 
functionally responsible to the Provincial Road Engineers. 
District Roads Engineers supervise the 275 maintenance camps 
across the country, each headed by an Officer-in-Charge. 

Workshops will be held to ensure that district officers are 
prepared to implement the KMDP road component. Workshop topics 
will include procedures for tendering, managing contractors, 
impact monitoring and the Policy Analysis Matrix. 

4. Other Institutions 

a. District Level Institutions 

The principal institutions involved at the district level will be 
the District Development Committees (DDC), the District Ex~cutive 
Committees, the District Tender Boards, the District Treasuries 
and district level establishments of the MOPW and MOA. All have 
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been at~engthe~ed under the GOK's District Focus Strategy. ~he 
district leve! institutional set-up provides for accounting and 
tina~ci~l contr01, the procurement and payment for services, and 
acco~nr.i~g and reporting on expenditures on a monthly basis. ~he 
MOA's and t~2 ~G?W's district level organizations are discussed 
above. 

b. Private Road Contractors 

The MOPW has a long tradition of employing 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 trunk roads, the MOPW has 
oeen contracting out to what it regards as medium-sized 
contractors. The medium-sized contractors are also available for 
large graveling jobs. For most regravelling jobs, usually in the 
Class C and D roads, there has been extensive involvement of small 
domestic contractors for a number of years. 

Preliminary reviews (by consultants, REDSO/ESA and from 
discussions with MOPW officials) show that private road 
contructors have the capacity to undertake the work planned for 
KMDP. However, to ensure that this is the case, a more detailed 
study of contractor capacity and constraints will be conducted at 
the beginning of the first program year. If necessary, local 
currency funds will be re-allocated to address the needs 
identified. 

c. Ministry of Planning and National Development (MPND) 

It is a mandate of the Ministry of Planning and National 
development to undertake analysis of economic and development 
issues and to formulate overall strategies for the implementation 
of development programs and projects. The Ministry has been major 
player in the design of KMDP. The Ministry's Central Bureau of 
Statistics, Sectoral Planning Department and Department of 
Resource Survey and Remote Sensing have been the organizational 
units most involved. 

MPND will continue to be active in the program's implementation, 
but to a lesser degree. The change in the Ministry's level of 
participation is due to a change in program focus, full commitment 
of Ministry resources to other donor projects (particularly, ttie 
World Bank's new Monitoring and Evaluation project) and 
limitations on KMDP's budget and the Mission's management capacity. 

Durin~ implementation, MPND's role will be one of providing data 
to other participating ministries, assisting in data collection 
and analyzing data on program impact. At the district level, 
district planning officers will be called upon to assist in 
guidjng road project selection and in monitoring program impact. 
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No KMDP resources are planned for MPND. It is eipected that 
MPND's needs will be met by other donor projects and USAID/Kenya's 
on-goi~g project in the Rural Planning Department. 

d. Agricultural ~niversities 

Egerton and Nairobi Universities will make a major contribution 
and play an integral role in the implementation of the ARMES 
research and analysis agenda. The two universities will continue 
their ongoing program of applied research and analysis concerning 
the impact of policy changes and road investments on maize, bean 
and other principal agricultural commodity systems. They will 
perform a crucial function in KMDP policy development by 
contributing to KMDP Policy Committee discussions and by 
collaborating with di~trict level MOA and MOPW technicians in data 
base development. The cwo universities have been involved in 
applied research on marketing investment and policy development in 
a project that has been underway for 18 months. During this 
period, they have worked in collaboration with Stanford and Arizon 
Universities in applying and establishing the strengths of the 
Policy Analyses Matrix (PAM) approach to Kenya's policy 
development process. Under KMDP this collaborative effort will be 
expanded through short-term training of GOK economists and 
planners and through the development ana publication of 
ministry/university working papers on program impact. University 
researchers will also take the lead in identifying and elucidating 
additional policy reforms that could enhance the efficiency of 
commodity systems not dealt with in KMDP's initial policy agenda. 
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LIrI-OF-PROGRA~ (LOP) LEVEL or DOLS 15 MILLION AND AH Fr 

ANNEX A 
Pa~e 1 

TOR: 1~: 37 
C~: 1353~ 
C ~RG: AI ~ 
DIS'!': AID 
ADD: 

19139 OllLIt;).TION OF DOLS 2 MILLION. THE :BURZAU ALSO ~ ~='III:.;.-.....,.at( 
CONCURS YITH DEVELOPMENT AND SUBMISSION or A MULrI-Il!.R -:- ~.~~~ ... ~ 
PL 4:80 TITLE III PROGRAM IN SUPPORT OF HARKET .. :~~,,~.-.-~:::';.'1!~:.;::=I'''''!~'''''''1:Ji - --
DEVELOPMENT IN KENYA. VITH ~ESPECT TO THi PROPOSED DrA ';.~~ 
l'UHDED HPA COHPOtlEHT 1. HO'ti:EV:ER. ·THERg ARE COHCERHS' """';;:'':";;'::.~::;':'~~~:~~;~~; 
R~GARDIHG: (1) HISSluN'S ABILITY IN TINE REMAIRING THIS . ~I~ 
FI TO ADEQU!T'ZLY DSSIGN NPA CO:1PON!:flT (AS SUMMARIZED Off _.-a---.~t;,;"k 
P 29 C!' Sl1P?LZ:1ENT) III ACCORDANCE WITH REFTEL ~.ND llUB.EAU 
N?A GrrI~ANCE; (2) APPRO?KIAT~H~SS or DFA-~P! fO! rrRST 
TI'A~ AC't'IVITI!S DESCRIBE:l IN TnE srrrFLE~!;NT ,ARD (3) 
.F~T~fR, GIV~N TF.ESE TVO CO~CERHS, A SEC!OR !~SrST!HCE 
DOCUMENT (PlAD OR A PP) WRICH CONTE~?lAT!S JUT DO~S HOT 

tTtlClhSS In:::> STAT~ 127€~3/~1 
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C j ,'! :' ~ r~; 4 'J ~ , - '~?,~ '= f: ". :1 ~ 'I :: ::;: ~:. J 3::: A '1 c:~::: t\? F' ~ (, • ! :\ T ~ 
ASS!SiA~C! ~C0r A~) A M0~! D~?!~!I~1~ ~-!~A~ 
~r~~0~I!~~!1~ V~~!C:~ AT ~~!S ~I~Z, WI!~ 1~A-~PA 
CC!,,~f)"~~!'" 'T'~ ~~ ,~,)D!n ?:- FI7::L:> A'~~N1)'1::~T 'f::Z~1 ~EA)T. I~l 
AS ~7!O~~ ~~ ~~ ~~tPF~L AS 703 ?~OC~EJ, Tg35~ COHC~RNS, 
A~~ ~~S~L!IN~ 0PT[ONS CPEN TO ~I~S[O~, A~! ~ISC~SS!J 
~C?E r~LL! ~~LOW. 

~. ~?'OG~A~ !AR~ETS AND CONDITIONALIT!: THE SUPPLEMENT 
STATES T~AT TH! PROPOSED PROGRAM CONSISTS OF THREE 
CO~PONENTS, !.~. POLICY M~ASUR~S, IHFRAST~UCTURE 
DEV~LOP~F~T !HJ INSTITUTIONAL STRENGTa~HIHG. 

A. P~LIC! ~~ASU~ES: T~E Su?PLEM~HT DESCRI]ES 3 POLICY 
CO~STR!INT AREAS TO ~E ADDRESSED B! THE HPA COMPONENT or 
TH~ p~orr~A~: (1) T~ EICESSIVE PUBLIC SECTOR MARXtT 
SF.!R!; (2) ~OV~~!NT CONTROLS; AND (3) PRICE STRUCTUR!. 

,TE! snp~Lt~!NT ADDS TaA~ DURING PAAD DESIGN USAID A~D 
TSr. G0\ WI1L ~OLLAPO~ATIVELr DEVELOP A DETAILED POLICT 
!~~NDA COVERING T~ESE POLICY AR~AS, AND TgAT THE AGENDA 
WILL INCLUDE SPECIFIC SELF-HELP M~ASURES AND VERIFIABLE 
BENCHM!~IS !OR YEAR 1 AS WELL AS THE EXPECTED TI~IFR!ME 
AND PROEA~L~ S~LF-atLP MEASURES FOR IHPLEM!~TATION 01 
POLICT M~A~URES DUSING TIARS 2 AND 3. THIS CLEAR AHD 
WELL-R~crIVE~ SU~MARr OF PAAD DEVELOP~ENT APPROACH TO 
POLICT CONDITIONALITY ASPECT or NP! COMPONENT •• HICH 
CLOSEL! TR4C~S PRrOR ~UIDANC~, APPEARS TO BE 
INCONSIST~NT WITH DETAILS SP~LLE~ OUT ON SUCEEDING PAGES 
O! THF. SUPPL?:-1~NT. 

FOR 3~A~~LE9 WITij RESPECT TO ~OV~M~HT CONTROLS ARD PRIC! 
STRUCTnRE, TqE PC'S READIHG or TEE SUPPLEMENT (PP 33-31) -
Lt~T IT WI~H THE IMP~!SSION THAT !HE KMDP'S FIRST TEAR 
PROGRAM ACHI!V~MEHTS MIGHT BE LIMITED TO A S~RIES'Or 
ANALYTICAL STUDIES. WITH ~!SPECT TO THE MARXET SHARE 
POLICT AREA, THE PC'S READING OF THE SUPPLEMENT (PP 
29-33) LtfT IT WITH THE PERCEPTION THAT GOX ·POLICY" 
nECISIO~S H~VE BEEN AND'ARE BEING HADE TRROUGH THS EEC 
A~~ I~RD P?'OG~A~S AND TRAT OUR ASSIsrANC~ ~ILL BE 
P~t~AP.ILY IN snpPORT OF GOI IMPLI~£NT!TIOij THROUGH 
D~V~LOP~~H~ or A PROCUREMENT PLAN AND MONITORING SYSTEM 
-- BeTS OF WHICH SEEM TO B! SUITABL~ TA ACTIVITIES EUT 
DO NO! APPEAR TO BE POLICY REFORMS. 

AtO~lG SIMILAR LINES, SUPPLEMEHT ST.~TES THAT IMPROVEMENT' 
IN MAIZ~ AND BEAN MAR!ETING SYSTEMS ARE THl FOCUS 01 THE 
POLICT ~3ASURES COMPONENT DECAUSE OF THE POTENTIAL 
DIPECT A~D INDIRECT SAVINGS WHICH CAN DE REALIZED BY 
REDUCING MARKET IN~fFICIENCIES. DUT'THE SUPPLEMENT DID 
HOT SPECIYT ANY PR!LIHINAR! TARGETS lOR POLIC! CHARGE'TO 
BE ACl!IEnD IH THE rIRST TEAR OR :BY THE E!lD or 'I'n '~"', . -/' 
PRO~RAMI NOR DI~ IT INDICATE THE AHTICIPATED IMPACT or 
POLICY (iHA~G!. 
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~"~! ~!~!~ALL!. TE! SU??L!~EN~ JC!S ~0~ APP!A! TO 
E~~A5tIS~ Cl~A~ LI~(A~! B~T~!!N ~ISEURS!~~~T or UP! AND 
GO~ '~~IO~~ ~E~~~S~~! TO AC2I~V~ ?~OGRAM PURPQS~S oa TO 
OT:~~'HS: JTTSTIFr lIS::: O? NP.~ 'IS O'!'!t~R FOR~S 0F 
ASSr~T!~C~ ~0 ADD~!SS rH~ S?ECI?IC CONSTRAIN~S TARGETED 
~OR A:D ASSISTANC~ IN SJPPL~~ENT. 

WE At;REZ THAT APPROP? !AT E UlAL TT I CAL R!:SiARC~ IS N!EDED' 
IN ~~~ CO~T!XT or T~l CONTINUING POLICY DIALOGUE WITH 

. TR~ GOV!RNM~NT OF !ENYA (GOI). IT IS ALSO TRlI~ rHAT 
DBTAltEry POLICT CHANGES, CONDIT!ONALITY AND TqE 
POTENTIAL I~PACT 0r POtICY C~ANGES ARE NOT ~EOUIRED TO 
E! fINALIZED U~TIL PAAD DESIGN. YET IT RE~AINS UNCLEAR 
W~!~F.ER ~HE DESIGN MET~ODOLOGY OUTLINED IN THE 
SUPPL~~~~T WOULD YI~LJ A PAAD ,HIca IS CONSISTENT WIT~ 
RE~SL ~A~A. 9F., AND AFRICA BUREAU DrA NPA SECTOR 
ASS!~TA~r,~ GUI~ANC! (JULY 1989) ~OTH O? WSICH REQUIRE 
CONcpr~:. ST~T!~tNTS O~ CONDITIONALIT!. TH~ COMPLETE 
PAA~ (~I~g ~DA COMPONENT INCLU~ED) SHO~LD CLEARLT 
D~SCRIB~ (1) TaE R!LATIONSHIP BETWE~N THE PROVISION OF 
THE ~SSI~~ANCE A~D TEE ACHIEVEMENT OF PROGRAM PURPOSE 

,ANn nUTP~TS; (2) SPECIFIC ACCOMPLISHMENTS TO ~E !CHIEVED 
AT SP~CI!IC TI~r.S AND THE TRANCHING OF PROGRAM 
DIS]U~SEM!~TS TO THESE ~CCOMPLISEHENTS; A~D (3) WHAT THE 
PROGRA~ ~XPECTS ~o ACHI3VE TfiROUG~ DOLLAR CO~DITIONALITY 
AN~ TF.~ PROGRAMMING OF LOCAL CURRtNCY RESPECTIVELY. 
PAATI Yltt NOT ~~ A?PROV~D UNLESS IT MEETS TSESE 
STAN~ARDS AND CO~PLI~S WITH GUI~A~CE CO~TAINED IN REFTEL 
A~D P.!ADQUARTERS MA~AGEMENT NOTIC! 89-44. 

IF, O~ THY. OTHER RAND, YOU rIND !HAT YEAR ONE·IS 
NEC~SSART TO CARRY OUT STUDIES VHIC~ WOULD LEAD TO 
~E~INtTION Of A SPECIFIC GOr. - APPROVED POLICY AGENDA, 
TRT. PROGRA'" !1!G;{T ~E MORE APPROPRIATELY PAC[AGED AS A 
TEC'NICAL ASSIST~NCE COMPONENT WITHIN AN OVERALL 3 tEAR 
StCTO~ A~SISTA~r.E PROGRA~ WHICH WOULD ALSO INCLUD! 
I~'t':1AST~!JCT!Jn~ DE1!!.OP~~~T, INSTITUTIO~AL STR~NGTH'ENING 
A~D TITLE III AS PLANNED. 3UT HO nr!-SPA COHPO~ENT OR 
DISBij]~rMENTS. THE R~S!JLTIHG SP~CIlIC POLICY AGENDA 
WOULJ ~N~~LE TH~PA COMPONENT TO Et FINALIZED AND ADDED 
TO TU! PBOG~A~. THIS DFA-NPA CO~PONEN~ COULD EX 
AU~~OBIZED BY MISSION AS AN AMrND~ENT WHE~ FULLT 
DESIGNED, ~~LLO~I~G R~VIEW BY Aln/v Of TH~ POLICY AGENDA 
AND pqOPO~ED CONDITIONALITY. A MAJOR ASSUMPTION HERE IS 
T~AT ~V~N IF NO SPECIFIC POLICY AG£NDA IS EV~NTUALLT 
AGREi.~ UPON WITH THE Gor, AT LEAST SOME I~! O~JECTIVES .. 
or TF.1! 3-TEAR DOLS 5 MILLION Dr! SECTOR PROGRAM THAT ~.~ 
WOULD BE AUTHORIZED THIS l! UND~R THIS SCENARIO WOULD JE 
ACHIEVED •. tV TRIS SC~NARIO ADOPT~D~~PAAD SHOUL~ ADDRESS 
THIS ASSUMPTION. THE DEC IS IOK REGAlW I NG NPA NOlfOR . J ~.~-:: 
LATER ~!LONGS , PROPERLY, TO THE MISSIOrl. R:EQCJ1:S'r , ... ~ ".;' 
MISSIO~ PLEASE ADVISE AtD/W OF PLAN~£D COURSE or ACTION 
AND APPROXIMATE TII11 NG OF DOCUM:EtiT SUEMI SSI OtL ' ' 

'B. rN"?t1~~TR(TCTU'RE DEvELOPMENT: (M!>P IHVEST~!:ti-=· IN 
RURAL ROJ,.!)S IS Il)E~TI!'IED AS AN IllT~GRAL CO~ONENT or 

UNCLASS Ir!!J S1'AT:: 1'2755~/22 

BEST AVAILABLE DOCUMENT 

ANNEX A 
Page 3 

http:ASSISTA.CE


.L;" . • •• - ~. •• 

t::--:-,?a.::,:,?:'1:;fW';~~~ ~F.!' ... ~. ';O\J~:':;'AI~!~!O ,~.'?!:::':' 
~~'!LOPM~~T. 50~lV~q. IT ~~S NOT CLSA~ ~~AT ~~L! GOt 
P01:Ct!S An~ t~~tI~CTtC~s PLAY !~ SU?PCET rF RU~AL ROA'~ 
~ !: ~.a. ~ Itt ~ A ~ ION. 4. !f') T E :: ! ~ :J !. teA ~ I ~ '1 F :: ::t ? ? 0:; ~ AM 
SUST~!~lEILITY (~EC~RRE~! ceSTS ~IN\~CIN~). gnl ~OUL~ 
T~~ ~~DP a~ryp~ss ~CLICI~S ~F:~CTIKG A vIA=lE ?OAD 
MAI~TEN!~CE/R~~!3ILITATION PROGRA~, E.G. R~CU?R~NT COS~ 
~INA~CI~G.·T~CR~IC!L CAPACITY, INSTITUTIO~AL ASPECTS,' 
ETC? TRl PlAD OR PP (Dt~~NDING O~ WHICE SECTOR 
ASSISTAijC! ~O~! FOR FY 39 AUTaORI~ATIO~ MISSION CROOSES 
P~~ ?P!C~DING DISCUSSIO~) SROU1~ PROVIDE SU7rICIENT 
~CONCMtC, INSTITUTIONAL AND T~CENICAL INFOR~lTIO~ (1) 
O~ T~~ R0LE TgESE ROADS PLAY IN H~~~ET!NG EFFICIENCY; 
(2) CONST~AIHTS ~!'~CTING TSE MAINTENANCE OF !ryRAL ROADS 
IN ~~NYA AND (3) A.I.D. OR OTSEP. DONO~ INVOLVEMENT IN 
TR! ~rCTO~ W~ICg WItt L~An TO SUSTAINABLE ~E~EriTS IN 
T'IJ~ tONG-T~~"1. 

T~~ PC CONCURS THAT TRSRE IS A LACl O! SUfFICIENT 
A~AtYSts TO SU~PORT THE CONCLUSION THAT INADEQUATE 
~AR~~T TOWN INFRASTRUCTURE IS A CONSTRAINT TO MARIETING 
I~ XENYA. ANT SUBSEQU~NT DECISION TO INCLUDE TOWN 
ItI'rR~_~TRryCTUR!! UNDER THIS ~HASE 01 ~MDP WOULD ~EQUIR:g A 
PA!D/PP A~!~DME~T FULLY JUSTIFYING IT AND INCLUDING THS 
APPROPRt!T! AN~LYSES, CONDITIONS ANn fINANCIAL PLA~S. 

C. INSTITUTIONAL SrR~NGTB~NING: TE~ SOPPLE:1ENT ST!T~S 
TH~T A r.ONSTRAI~T TO UNDERTA!IN; TR3 PROPOSZD POLICY 

I MEASURES IS Tg~ GO~'S INSTITUTION!L CAPACITY TO C!lRY 
OUT ~XTLtlSIV~ P.!:FOB.HS I~! A ~~LATIlELY SHORT PERIOD 01' 
TIHE. T~IS S~!TEMENT WAS HADE WITHIN TEE CONTEXT or 
PROVIDI"G TE~ RATIONAt~ FOR INT!GRATIHG TSi APPLIED 
RE~EARC~, ~ONITnRING ~HD EVALUATION SYSTEM (ARMS) WITH 
TEE POLICY H!ASURES AND INFRASTRUCTURE DEV~LOPMSNT 
CO~PO"ENT~ OP THE PROGFAM. HOWEVER, IT IS HOT CLEAR 
Y~ET~ER AR~S IS AN l1.ISTI~G GOt ENTITY OR WItL ~E 
CR~AT~D, WHICH GOK MI~ISTR!/AGrNC! VltL EE RSSPONSIDtl 
FOR ~ANAGING T~E I~PLE~ENT!TIO~ or TSE S!STE~, AND THE 
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I 
!X~~NT or CQQ~~!~ATIO~ A~OSGS! GO~ ~I~IS!!I£S ~EI~~ MAY 
E:: ~!'C{Tt:q::~. ~!::'!:1 P.P:!.. 14 ~.jJ~!SSZS TS? ISScr~ OF 
PROG~A~ ~ANA~::vF~T ~I~HI~ T~~ GO~. TEE ?AAD/PP 

I 'INS7~~UTTO~At A~ALYSIS S~OULD ?R0Vln~ AN r~-)Eprg 
ANALYSIS 0 7 ~~~ ~TRENGT~S ~ND V~A!NESS!:S OF GOt CENT~AL 
A~' LOt:AL GQVt:R!I'1ENT ISS-rIrrJTIONS O~ \"~ICE SJCCESS::UL 

« PROG?A~ I~PLE~!~TATIO~ WILL D!PSND. Tg~ PAAD/PP S~OijLD 
ALS~ INr,L~D~ A CONCIS~ DESCRIPT!ON OF A~~S: (A) PURPOSE 
A~D CO~POSITIO~ OF TEZ TECH~ICAL ASSISTA~C~; (B) OTH~R 

t RESOTJP.CE R!'qtTIREM!!NTS AND POTENTIAL SOURC~S or 
"'" ASSISTANCtj (C) APPROPRIATE INSTITrJTIONAL ARRANGEMENTS 

WI~R ~ GO! AGENC!; AND (D) PCTE~T!AL RESEARC'/POLICY 
( AG~N1HS. 

4. PRO~P.A~ BENFICIARIES: THE SUPPLE~ENT STAT~S TSAT 
T~!q~ Aq~ ~VO G~OUPS WHO YILL B~ DIR!CTL! AFFECTED BY 
Tn! IMDP, I.E. SHALLHOLDERS (LARGELY YOMEN) AND URBAN 
cO~Scr~!RS, THE FIRST B~ING THE ~OST SIGNIFICANTLY 

"; A~TECTED G!onp. IT WILL INDIRECTLY AFfECT MERCHANTS AKD 
B'JSIN,£SSf.~ TN ~URAL AREAS. ALSO TilE SUPPLE~!NT STATES 
THA'!' !lEA~IS .'ND MAIZE SMALLHOLDERS AND RURAL CONSUMERS 

t PRtHARIL! ryS3 AN INrOR~AL S!STE~ OF SMALL TRADERS (AND 
II' NOT T~~ NATIONAL CEREALS AND PRODUC~ BOARD) WHERE PRICES 

ARE NOT EASE~ O~ THE GAZETTED PRICE AND FLUCTUATE 
( ACCO!DING T~ SUPPLY AND DEMAND. THZ POTENTIAL I~PACT or 

PLANN~D ?~OGRA~ ACHIEVEM~NTS IN B~ANS AND MAIZ!: ON THE 
ID!NTI!IED PROGRAM BENEFICIARIES, TEE!~FCREt IS NOT 

( CLr.AR. TH~RE IS ALSO A~ ABSENCE OF AN! DISCUSSION 01 
TH~ POTr~TIAL LOSERS, E.G. NCP] BUYZRS ,HO MAY BZ 
NEGATIVELY A~FECTED BY RELAXED OR ELIMINATED GP.AIK 

( MOV!M!NT R~STRICTIONS; HILLERS 1HO MAY SUFF!! INCREASZD 
OP~~ATING COSTS AS KCPB'S ROLE IS REDUCED; RURAL/URBAN 
CON~nM!R~ WITH THE L~AST PURCHASING POYER, ETC. THE 

( LAC~ OF SUCo ANALYSIS SHOULD BE ADDRESSED BY IHCLUDIKG , 
-:gCR('\TTGP: A~ALTSTS OF THl: COflDI'l'ION OF THE WINNERS AliD 

OSFRS A~r!CfID BY PLANNED PROGRAH !CH!EVEMENTS; A~D A 
DETA!IED DE~CRI?TIOH or HO' T~E PROGRAM WILL AF~~CT 
THEIR p~onUCTION AND CONSUMPTION OPPORTUNITIES. 

5. P~OGRA~ C]JECTIVES: THE SUPPLE~ERT HIGITLI~HTS WHAT 
MA~ ~E POLICT DI!FtREHC!S AMONGST T~I IBRD, EC AHD 

";,: A. I. n. IN TIrZ GRAI 14 ~AR[E'l'I HG" SECTOR. '!'HE OT!rER DONORS 
APPEAR TO BE PROVIDING A TYP! 01 ASSISTANCE ~HI~ IS 
INT!ND~D TO ENHANCE HCPB'S EffICIENCY VgILE A.I.D. IS" 

( PURSUING A POLICT ENVIRONMENT CONDUCIV~ TO PRIVATE 
. , . SECTOR OOM INANC! OF TSE GRA IN ~ARKITIlJG SECTOR. DO 

THESt DOHORS INTZND, AND IS TH~IR ASSISTANCE IN rACT 
(, CONSIST!"T WITH,' A REDUCED ROLE :FOR HCPB? " 

" ". 
"THl SUPPLlM!MT STATES THAT THE· ISSUlS·~O BE ADDRESSID' li-

e.. THE LOKG-TE1lH INCLUDE: '(A) DEVlLOPIHG COST 11'1ECTITI ':0.';: 
M~A~IS 0 f PROV IDI NG rOOD SECUR ITY; OJ) AMALTZ ING TH! 
IMPL rCAT IO /IS or ! STRAT:::G IC R"&SERVE FOR DO:1EST IC "BUYING .'. 

( AND S~LLINr. ACTIVITIES; AND (C) ASS~SSISG THE -
ITl.S!'3ILI'l'Y or Dr.CRE!SING NCP]'S OVERE"EAD !I?~/{DITUii!S 
BY REDUCIS~ P~~ICkL STORAGE CAPACITY. T!rE D~TAILS or 

mlC!.ASS !FI~D S~A!~ 127E5~/23 
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, ry~CI.ASS!Tr:::D STAT::: 12r~5~/~3 

SUCR ~EASUR~S ARE EXP!CTE~ TO BE D~V~LOP!~ DU~!~G 
?!A~/?P ry~~I~N. WE cr~JERSTAND A~MS WILL EAVE A ROLi IN 
R~SOL1ING TE~SE tSSU~S AND PRO~OTISG ~ PRIVATE SECTOR 
'AP??,OAC~. TS A]Dt~ION, TEZ PAAD/P? D~SI~~ saorLD 
INCLun~ A ~~SCRIPTION OF T~~ ~ISSION'S STRATEGY/PLAN F~~ 
DE'ELCPING UNA~IH!TY OR CO~PLEHENT!RITr WITH EC 'AND I]!D 
PROG~AM O~JECTIVES IF THEY DO HOT !LR~ADr EXIST AND 
PRO~OTE COLLABORATION EETw~tN ARMS AND OTHER ACTIVITIES 
SPONSORED ]T ).I.D. AND OTHER DONORS. EAKER 
BT 
#7659. 

HNHN 
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5C(I) - COUNTRY CHECKLIST - KENYA - FY 1990 

Listed below are statutory criteria applicable to: (A) FAA 
funds generally; (B)(l) Development Assistance funds only; or 
(B)(2) the Economic Support Fund only. 

A. GENERAL CRITERIA FOR COUNTRY ELIGIBILITY 

1. FY 1990 Appropriations Act Sec. 569(b). Has the NO 
President certified to the Congress that the 
government of the recipient country is failing to take 
adequate measures to prevent narcotic drugs or other 
controlled substances which are cultivated, produced 
or processed illicitly, in whole or in part, in such 
country or transported through such country, from 
being sold illegally within the jurisdiction of such 
country to United States Government personnel or their 
dependents or from entering the United States 
unlawfully? 

A~SEX B 

2. FAA Sec. 48l(h)i FY l~90 Appropriations Act Sec. N/A 
569(b). (These provisions apply to assistance of any 
kind provided by grant, sale, loan, lease, credit, 
guaranty, or insurance, except assistance from the 
Child Survival Fund or relating to international 
narcotics control, disaster and refugee relief, 
narcotics education and awareness, or the provision of 
food or medicine.) If the recipient is a "major 
illicit drug producing country" (defined as a country 
producing during a fiscal year at least five metric 
tons of opium or 500 metric tons of coca or marijuana) 
or a "major drug-transit country" (defined as a 
country that is a significant direct source of illicit 
drugs significantly affecting the united States, 
through which such drugs 



3. 

- 2 -

are transported, or through which 
significant sums of drug-related 
profits are laundered with the 
knowledge or complicity of the 
government): (a) Does the country have 
in place a bilateral narcotics 
agreement with the United States, or a 
multilateral narcotics agreement? and 
(b) Has the President in the March 1 
International Narcotics Control 
Strategy Report (INSCR) determine1 and 
certified to the Congress (without 
Congressional enactment, withi~ 45 days 
of continuous session, of a resolution 
disapproving such a certification), or 
has the President determined and 
certified to the Congress on any other 
date (with enactment by Congress of a 
resolution approving such 
certification), that (1) during the 
previous year the country has 
cooperated fully with the United States 
or taken adequate steps on its own to 
satisfy the goals agreed to in a 
bilateral narcotics agreement with the 
United States or in a multilateral 
agreement, to prevent illicit drugs 
produced or processed in or transported 
through such country from being 
transported into the United States, to 
prevent an~ punish drug profit 
laundering ~n the country, and to 
prevent and punish bribery and other 
forms of public corruption which 
facilitate production or shipment of 
illicit drugs or discourage prosecution 
of such acts, or that (2) the vital 
national interests of the United States 
requi~e the provision of such 
assistance? 

1986 -Llr..'Jg Act Sec. 2013. (This section 
applies to the same categories of 
assistance subject to the re~trictions 
in FAA Sec. 481(h), above.) If 
recipient country is a "major illicit 
drug producing country" or "major 
drug-transit country" (as defined for 
the purpose of FAA Sec 481(h», has the 
President submitted a report to 

N/A 



4. 

5. 

- 3 -

Congress listing such country as one: 
(a) which, as a matter of government 
policy, encourages or facilitates the 
production or distribution of illicit 
drugs: (b) in which any senior official 
of the government engages in, 
encourages, or facilitates the 
production or distribution of illegal 
drugs: (c) in which any member of a 
U.S. Government agency has suffered or 
been threatened with violence inflicted 
by or with the complicity of any 
government officer: or (d) which fails 
to provide reasonable cooperation to 
lawful activities of U.S. drug 
enforcement agents, unless the 
President has provided the required 
certification to Congress pertaining to 
U.S. national interests and the drug 
control and criminal prosecution 
efforts of that country? 

FAA Sec. 620(c). If assistance is to a 
government, is the government indebted 
to any U.S. citizen for goods or 
services furnished or ordered where: 
(a) sH.ch ci tizen has exhausted 
availal'.,le legal remedies, (b) the debt 
is not denied or contested by such 
government, or (c) the indebtedness 
arises under an unconditional guaranty 
of payment given by such government or 
controlled entity? 

FAA Sec. 620(e)(1). If assistance is 
to a government, has it (including anl 
government agencies or subdivisions) 
taken any action which has the effect 
of nationalizing, expropriating, or 
otherwise seizing ownership or control 
of property of U.S. citizens or 
entities beneficially owned by them 
without taking steps to discharge its 
obligations toward such citizens or 
entities? 

NO 

NO 



6. 

7. 

8. 

9. 
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FAASecs. 620(a), 620(f), 6200; FY1990 
Appropriations Act Secs. 512, 548. Is 
recipient country a Communist country? 
If so, has the President: (a) 
determined that assistance to the 
country is vital to the security of the 
United States, that the recipient 
country is not controlled by the 
international Communist conspiracy, and 
that such assistance will further 
promote the independence of the 
recipient country from international 
communism, or (b) removed a country 
from applicable restrictions on 
assistance to communist countries upon 
a determination and report to Congress 
that such action is important to the 
national interest of the United 
States? Will assistance be provided 
either directly or indirectly to 
Angola, Cambodia, Cuba, Iraq, Libya, 
Vietnam, South Yemen, Iran or Syria? 
Will assistance be provided to 
Afghanistan without a certification, or 
will assistance be provided inside 
Afghanistan through the 
Soviet-controlled government of 
Afghanistan? 

FAA Sec. 620(;). Has the country 
permitted, or failed to take adequate 
measures to prevent, damage or 
destruction by mob action of U.S. 
property? 

FAA Sec. 620(1). Has the country 
failed to enter into an investment 
guaranty agreement with OPIC? 

EAA Sec. 620(0); Fishermen's Prot~ctiye 
Act of 1967 (as amended) Sec. 5. (a) 
Has the country seized, or imposed any 
penalty or sanction against, any U.S. 
fishing vessel because of fishing 
activities in international waters? 
(b) If so, has any deduction required 
by the Fishermen's Protective Act been 
made? 

NO 
N/A 

... ; 
NO 

NO 

NO 
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10. rM...Sec. 620{g); FY 1990 Appropriations 
Act Sec. 518 (Brooke Amendment). (a) 
Has the government of the recipient 
country been in default for !tIore than 
six months on interest or principal of 
any loan to the country under the FAA? 
(b) Has the country been in default for 
more than one year on interest or 
principal on any u.s. loan under a 
program for which the FY 1990 
Appropriations Act appropriates funds? 

-II. FAA Sec. 620(s). If contemplated 
assistance is development loan or to 
come from Economic Support Fund, has 
the Administrator taken into account 
the percentage of the country's budget 
and amount of the country's foreign 
exchange or other resources spent on 
military equipment? (Reference may be 
made to the annual "Taking Into 
Consideration" memo: "Yes, taken into 
account by the Administrator at time of 
approval of Agency OYB." This approval 
by the Administrator of the Operational 
Year Budget can be the basis for an 
affirmative answer during the fiscal 
year unless significant changes in 
circumstances occur.) 

12. FAA Sec. 620{t). Has the country 
severed diplomatic relations with the 
United States? If so, have relations 
been resumed and have new bilateral 
assistance agreements been negotiated 
and entered into since such resumption? 

13. FAA Sec. 620(u). What is the payment 
status of the country's U.N. 
obligations? If the country is in 
arrears, were such arrearages taken 
into account by the A.I.D. 
Administrator in determining the 
current A.I.D. Operational Year 
Budget? (Reference may be made to the 
"Taking into Consideration" memo.) 

(a) NO 

(ti) NO: 

N/A 

NO. 

While Kenra was 
slightly ~n arrears 
as of January 1, 1989 
this was taken into 
account by the A.I.D. 
Administrator in 
approving the FY 90 
OYB. Kenya is not 
delinquent within 
the meaning of 
Article 19 of the 
UN charter. 
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14. FAA Sec. 620A. Has the President 
determined that the recipient country 
grants sanctuary from prosecution to 
any individual or group which has 
committed an act of international 
terrorism or otherwise supports 
international terrorism? 

15. FX 1990 Appropriations Act Sec. 564. 
Has the country been determined by the 
President to: (a) grant sanctuary from 
prosecution to any individual or group 
which has committed an act of 
international terrorism, or (b) 
otherwise support international 
terrorism, unless the President has 
waived this restriction on grounds of 
national sec~rity or for humanitarian 
reasons? 

16. ISDCA of 1985 Sec. 552(b). Has the 
Secretary of State determined that the 
country is a high terrorist threat 
country after the Secret~ry of 
Transportation has detp,rmined, pursuant 
to section lll5(e)(2) of the Federal 
Aviation Act of 1958, that an airport 
in the country does not maintain and 
administer effective security measures? 

17. FAA Sec. 666(b). Does the country 
object, on the basis of race, religion, 
national origin or sex, to the presence 
of any officer or employee of the U.S. 
who is present in such country to carry 
out economic development programs under 
the FAA? 

18. FAA Secs. 669, 670. Has lhe country, 
after August 3, 19'77, delivered to any 
other country or received nuclear 
enrichment or reprocessing equipment, 
materials, or technology, without 
specified arrangel:lents or safeguards, 
and without special certification by 
the President? Has it transferred a 
nuclear explosive device to a 
non-nuclear weapon state, or if such a 
state, either received or detonated a 
nuclear explosive device? (FAA Sec. 
620E permits a special waiver of Sec. 
669 for Pakistan.) 

NO 

NO 

NO 

NQ 

NO 
'.'.' 

JIll 
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19 •... FAA Sec, 670. If the country is a 
non-nuclear weapon state, has it, on or 
after August 8, 1985, exported (or 
attempted to export) illegally from the 
United States any material, equipment, 
or technology which would contribute 
significantly to the ability of a 
country to manufacture a nuclear 
explosive device? 

20. lSDCA of 1981 Sec. 720. Was the 
country represented at the Meeting of 
Ministers of Foreign Affairs and Heads 
of Delegations of the Non-Aligned 
Countries to the 36th General Assembly 
of the U.N. on Sept. 25 and 28, 1981, 
and did it fail to disassociate itself 
from the communique issued? If so, has 
the President taken it into account? 
(Reference may be made to the "Taking 
into Consideration" memo,) 

21. FY 1990 Appropriations Act Sec. 513. 
Has the duly elected Head of Government 
of the country been deposed by military 
coup or decree? If assistance has been 
terminated, has the President notified 
Congress that a democratically elected 
government has taken office prior to 
the resumption of assistance? 

22. FY 1990 Appropriations Act Sec. 539. 
Does the recipient country fully 
cooperate with the international 
refugee assistance organizations, the 
United States, and other governments in 
facilitating lasting solutions to 
refugee situations, including 
resettlement without respect to race, 
sex, religion, or national origin? 

Kenya was repre
sented at the 
meeting and failed 
to disassociate 
itself from the 
Communique. This 
was taken into con
sideration by the 
Administrator in 
approving the FY 90 
OYB. 

NO 

·YES· 
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B. FUNDING SOURCE CRITERIA FOR COUNTRY 
ELIGIBILITY 

1. Deye10pment Assistance Country Criteria 

a. FAA Sec. 116. Has the Department of 
State determined that this government has 
engaged in a consistent pattern of gross 
violations of internationally recognized 
human rights? If so, can it be 
demonstrated that contemplated assistance 
will directly benefit the needy? 

b. FY 1990 Appropriations Act Sec. 5~. 
Has the President certified that use of 
DA funds by this country would violace 
any of the prohibitions against use of 
funds to pay for the performance of 
abortions as a method of family planning, 
to motivate or coerce any person to 
practice abortions, to pay for the 
performance of involuntary sterilization 
as a method of family planning, to coerce 
or provide any financial incentive to any 
person to undergo sterilizations, to pay 
for any biomedical research which 
relates, in whole or in part, to methods 
of, or the performance of, ab)rtions or 
involuntary sterilization as ~ means of 
family planning? 

2. Economic Support Fund Country Criteria 

a. FAA Sec. 502B. Has it been 
determined that the country has engaged 
in a consistent pattern of gross 
violations of internationally recognized 
human rights? If so, has the President 
found that the country made such 
significant improvement in its human 
rights record that furnishing such 
assistance is in the U.S. national 
interest? 

b. FY 1990 Appropriations Act Sec. 
569(d). Has this country met its drug 
eradication targets or otherwise taken 
significant steps to halt illicit drug 
production or trafficking? 

.NO. 

r, 
NO 

YES 

) I b 
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5C(2) - PROJECT CHECKLIST 

Listed below are statutory criteria applicable 
to projects. This section is divided into two 
parts. Part A includes criteria applicable to 
all projects. Part 8 applies to projects funded 
from specific sources only: 8(1) applies to all 
projects funded with Development Assistance; 
B(2) applies to projects funded with Development 
Assistance loans; and B(3) applies to projects 
funded from ESF. 

CROSS REFERENCES: IS COUNTRY CHECKLIST UP TO 
DATE? HAS STANDARD ITEM 
CHECKLIST BEEN REVIEWED FOR 
THIS PROJECT? 

A. GENERAL CRITERIA FOR PROJECT 

1. FY 1990 Appropriations Act Sec. 523; 
fAA Sec. 634A. If money is to be 
obligated for an activity not previously 
justified to Congress, or for an amount 
in excess of amount previously justified 
to Congress, has Congress been properly 
notified? 

2. FAA Sec. 6l1(a). Prior to an obligation 
in excess of $500,000, will there be: 
(a) engineering, financial or other'plans 
neces~ary to carry out the assistance; 
and (b) a reasonably firm estimate of the 
cost to the U.S. of the assistance? 

3. FAA Sec. 61l(a)(Z). If legislative 
action is required within recipient 
country with respect to an obligation in 
excess of $500,000, what is the basis for 
a reasonable expectation that such action 
will be completed in time to permit 
orderly accomplishment of the purpose of 
the assistance? 

YES 

YES 

A CN was submitted 
on March 30, 1990 
and the IS-day 
waiting period 
expired without 
objection on April 14, 
1990. 

YES 

Representations by 
senior government 
officials, including 
the Vice-Pres. and 
Minister of Finance, 
analysis of legis
lative requirements, 
recent legislation 
related to project 
objectives, recent 
experience, terms 
of the program 
agreement and 
favorable political 
environment. 
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4. FAA Sec. 6llCb); FY 1990 Appropriations 
Act Sec. SOl. If project is for water or 
water-related land resource construction, 
have benefits and costs been computed to 
the extent practicable in accordance with 
the principles, standards, and procedures 
established pursuant to the Water 
Resources Planning Act (42 U.S.C. 1962, 
~ ~.)? (See A.I.D. Handbook 3 for 
guidelines.) 

5. FAA Sec. 6llCe). If project is capital 
assistance (~, construction), and 
total U.S. assistance for it will exceed 
$1 million, has Mission Director 
certified and Regional Assistant 
Administrator taken into consideration 
the country's capability to maintain and 
utilize the project effectively? 

6. FAA Sec. 209. Is project susceptible to 
execution as part of re~ional or 
multilateral project? If so, why is 
project not so executed? Information and 
conclusion whether assistance will 
encourage regional development programs. 

7. FAA Sec. 601(a). Information and 
conclusions on whether projects will 
encourage efforts of the country to: 
(a) increase the flow of international 
trade; (b) foster private initiative and 
com~etition; (c) encourage development 
and use of cooperatives, credit unions, 
and savings and loan associations; 
(d) discourage monopolistic practices; 
(e) improve technical efficiency of 
industry, agriculture and commerce; and 
(f) strengthen free labor unions. 

8. FAA Sec. 60ICb). Information and 
conclusions on how project will encourage 
U.S. private trade and investment ~broad 
and encourage private U.S. participation 
in foreign assistance programs (including 
use of private trade channels and the 
services of U.S. private enterprise). 

.N/A 

NIA 

NO 
N/A 

Project assistance 
will finance policy 
studies that will 
facilitate market 
efficiency changes. 
These changes will 
increase internal 
trade, foster 
private sector 
competition, dis
courage monopolies 
and improve tech
nologies in agri
culture. 

The technical 
assistance contract 
will U.S. private 
enterprise. It is 
expected that A.I.D. 
financed commodities 
will also be from 
the U.S. 

, I C( 
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10. 

11. 

12. 

13. 
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FAA Secs. 6l2(b), 636(h). Describe steps 
taken to assure that, to the maximum 
extent possible, the country is 
contributing local currencies to meet the 
cost of contractual and other services, 
and foreign currencies owned by the U.S. 
are utilized in lieu of dollars. 

FAA Sec. 6l2(d). Does the U.S. own 
excess foreign currency of the country 
and, if so, what arrangements have been 
made for its release? 

FY 1990 Appropriations Act Sec. 521. If 
assistance is for the production or any 
commodity for export, is the commodity 
likely to be in surplus on world markets 
at the time the resulting productive 
capacity becomes operative, and is such 
assistance likely to cause substantial 
i~jury to U.S. producers of the same, 
similar or competing commodity? 

FY 1990 Appropriations Act Sec. 547. 
wi!! tne assistance (except for programs 
in Caribbean Basin Initiative countries 
under U.S. Tariff Schedule ·Section 807,· 
which allows reduced tariffs on articles 
assembled abroad from U.S.-made 
components) be used directly to procure 
feasibility studies, prefeasibility 
studies, or project profiles of potential 
investment in, or to assist the 
establishment of facilities specifically 
designed for, the manufacture for export 
to the United States or to third country 
markets in direct competition with U.S. 
exports, of textiles, apparel, footwear, 
handbags, flat goods (such as wallets or 
coin purses worn on the person), work 
gloves or leather wearing apparel? 

FAA Sec. l19(r)(4)-(6) & (10). will the 
assistance: a) support training and 
education efforts whicb improve the 
capacity of recipient countries to 
prevent loss of biological diversity; 
(b) be provided under a long-term 
agreement in which the recipient country 
~grees to protect ecosystems or other 

The host country is 
contributing 40% of 
the program cost in 
cash and in-kind. 
They include salary 
and benefits for person
nel, office spae , office 
furniture, utility costs 
and oparating costs. 

10. The U.S. does not own 
excess Kenya shillings. 

ll. N/A 

NO 

NO 
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wildlife habitats; (c) support efforts 
to identify and survey ecosystems in 
recipient countries worthy of 
protection; or (d) by any direct or 
indirect means significantly degrade 
national parks or similar protected areas 
or introduce exotic plants or animals 
into such areas? 

14. FAA Sec. 121(d). If a Sahel project, has 
a determination been made that the host 
government has an adequate system for 
accounting for and controlling receipt 
and expenditure of project funds (either 
dollars or local currency generated 
therefrom)? 

15. FY 1990 Appropriations Act, Title II, 
under heading "Agency for International 
Development," If assistance is to be 
made to a United States PVO (other than a 
cooperative development organization), 
does it obtain at least 20 percent of its 
total annual funding for international 
activities from sources other than the 
United States Government? 

16. FY 1990 Appropriations Act Sec. 537. If 
assistance is being made available to a 
PVO, has that organization provided upon 
timely request any document, file, or 
record necessary to 'the auditing 
r.equirements of A.I.D., and is the PVO 
registered with A.I.D.? 

17. FY 1990 Appropriations Act Sec. 514. If 
funds are being obligated under an 
appropriation account to which they were 
not appropriated, has the President 
consulted with and provided a written 
justification to the House and Senate 
Appropriations Committees and has such 
obligation been subject to regular 
notification procedures? 

N/A 

~/A 
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Will such local currencies, or an 
equi~alent amount of local currencies, be 
used only to carry out the purposes of 
the DA or ESF chapters of the FAA 
(depending on which chapter is the source 
of the assistance) or for the 
administrative requirements of the United 
States Govarnment? 

Has A.I.D. taken all appropriate steps to 
ensure that the equivalent of local 
currencies disbursed from the separate 
account are used for the agreed purposes? 

If assistance is terminated to a country, 
will any unencumbered balances of funds 
remaining in a separate account be 
disposed of for purposes agreed to by the 
recipient government and the United 
States Government? 

Yes, the gen
erated local 
currencies will be 
used in support 
of sector program 
objectives. 

The program 
agreement will 
establish appro
priate measures. 

YES 

. ').\ 
\. 
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l8'~ 'State AuthQ.rization Sec. 13..2. (as 
, interpreted by conference report). Has 

confirmation of the date of signing of 
the project agkcement, including the 
amount iHv\..)1.v~.3d, been cabled to State LIT 
and A.I.D. LEG within 60 days of the 
agreement's entry into force with respect 
to the United States, and has the full 
text of the agreement been pouched to 
those same offices? (See Handbook 3, 
Appendix 6G for agreements covered by 
this provision). 

19. 

20. 

21. 

Trade Act Sec. 5164 (as interpreted by 
conference report), amending Met~ 
Conversion Act of 1975 Sec. 2. Does the 
project use the metric system of 
measurement in its procurements, grants, 
and other business-related activities, 
except to the extent that such use is 
impractical or is likely to cause 
signif icant ii.~eff iciencies or loss of 
markets to United States firms? Are bulk 
purchases usually to be made in metric, 
and are components, subassemblies, and 
semi-fabricated materials to be specified 
in metric units when economically 
available and technically adequate? 

FY 1990 Appropriations Act. Title II. 
under heatIDg "Women in DeveIQpment." 
will assistance be designed so that the 
percentage of women participants will be 
demonstrably increased? 

fj 1990 Appropriations Act Sec. 592(a). 
If assistance is furnished to a foreign 
government under arrangements which 
result in the generation of local 
currencies, has A.I.D. (a) required that 
local currencies be deposited in a 
separate account established by the 
recipient government, (b) entered into an 
agreement with that government providing 
the amount of local currencies to be 
generated and the terms and conditions 
under which the currencies so deposited 
may be utilized, and (c) established by 
agreement the responsibilities of A.I.D. 
and that government to monitor and 
account for deposits into and 
disbursements from the separate account? 

Cable is not 
required, since 
the agreement does 
not exceed $25 
million and the 
agreements are 
not otherwisA 
significant. 

YES 

YES 

(a) The program 
agreement will 
require that the 
$10 million LC 
equivalent gen
erated by the dollar 
disbursement be 
depoqited into a 
separate account. 

(b) and (c) The 
program agreement 
will so provide. 
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B. FUNDING CRITERIA FOR PROJECT 

1. Im.velopment Assistance Project Criteria 

a. FY 1990 Appropriations Act Sec. 546 
(as interpreted by conference report for 
original enactment). If assistance is 
for agricultural development activities 
(specifically, any testing or breeding 
feasibility study, variety improvement or 
introduction, consultancy, publication, 
conference, or training), are such 
activities: (1) specifically and 
principally designed to increase 
agricultural exports by the host country 
to a country other than the United 
States, where the export would lead to 
direct competition in that third country 
with exports of a similar commodity grown 
or produced in the United States, and can 
the activities reasonably be expected to 
cause substantial injury to U.S. 
exporters of a similar agricultural 
commodity; or (2) in support of research 
that is intended primarily to benefit 
U.S. producers? 

b. FAA Sec. 107. Is special emphasis 
placed on use of appropriate technology 
(defined as relatively smaller, 
cost-saving, labor-using technologies 
that are generally most appropriate for 
the small farms, small businesses, and 
small incomes of the poor)? 

c. FAA Sec, 28l{b), Describe extent to 
which the activity recognizes the 
particular needs, desires, and capacities 
of the people of the country; utilizes 
the country's intellectual resources to 
encourage institutional development; and 
supports civic education and training in 
skills required for effective 
participation in governmental and 
political processes essential co 
self-government, 

By promoting the 
role of private 
sector markets, 
the program sup
ports wider 
participation in 
the development 
process. 
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d. FAA Sec. 101(a). Does the activity 
give reasonable promise of contributing 
to the development of economic resources, 
or to the increase of productive 
capacities and self-sustaining econ~mic 
growth? 

e. FAA Secs. 102(b), 111, 113, 281(a). 
Describe extent to which activity will: 
(1) effectively involve the poor in 
development by extending access to 
economy at local level, increasing 
labor-intensive production and the use of 
appropriate technology, dispersing 
investment from cities to small towns and 
rural areas, and insuring wide 
participation of the poor in the benefits 
of development on a sustained basis, 
using appropriate u.S. institutions; 
(2) help develop cooperatives, especially 
by technical assistance, to assist rural 
and urban poor to help themselves toward 
a better life, and otherwise encourage 
democratic private and local governmental 
institutions; (3) support the self-help 
efforts of developing countries; (4) 
promote the participation of women in the 
national economies of developing 
countries and the improvement of women's 
status; and (5) utilize and encourage 
regional cooperation by developing 
countries. 

t. FAA Secs. 103, 103A, 104, 105, 106, 
120-21; FY 1~90 Appropriations Act, 
Title II, under heading ·Sub-Saharan 
Africa, DA.i Does the proJect flt the 
criteria for the source of funds 
(functional account) being used? 

g. FY 1990 Aperopriations Act, Title II, 
under heading Sub-Saharan Afrlca, DA.i 
Have local currencies generated by the 
sale of imports or foreign exchange by 
the government of a country in 
Sub-Saharan Africa from funds 
appropriated under Sub-Saharan Africa, DA 
been deposited in a special account 
established by that government, and are 
these local currencies available only for 

:YES 

(1) Mort efficient market
ing, which will result 
from the conditionality of 
the overall program sup
ported by this technical 
assistance will directly 
increase access by the 
rural poor to a key agri
cultural input; (2) no 
direct assistance to 
cooperatives will be pro
vided, but cooperatives 
involved in storage and 
marketing of the crops 
targeted in the project 
will benefit from 
increased efficiency and 
market information dis
semination; (3) increased 
food self-reliance which 
will result from increased 
productivity in the agri
cultural sector is the most 
basic of self-help efforts; 
(4) as the majority of 
the farming population, 
and operators in the market 
system and consumers, 
Women will directly benefit 
from increased efficiency 
in the agricultural sector; 
(5) no impact is antici
pated on regional cooper
ation. 

f. YES 

g. YES 
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use, in accordance with an agreement with 
the United States, for development 
activities which are consistent with the 
policy directions of Section 102 of the 
FAA and for necessary administrative 
requirements of the U. S. Government? 

h. FAA Sec. 107. Is emphasis placed on 
use of appropriate technology (relatively 
smaller., cost-saving, labor-using 
technologies that are generally most 
appropriate for the small farms, small 
businesses, and small incomes of the 
poor)? 

i. FAA Secs. 110, l24(d). Will the 
recipient country provide at least 25 
percent of the costs of the program, 
project, or activity with respect to 
which the assistance is to be furnished 
(or is the latter cost-sharing 
requirement being waived for a 
"relatively least developed" country)? 

N/A 

YES 

j. FAA Sec. l28(b). If the activity 
attempts to increase the institutional 
capabilities of private organizations or 
the government of the country, or if it 
attempts to stimulate scientific and 
technological research, has it been 
designed and will it Qe monitored to 
ensure that the ultimate beneficiaries 
are the poor majority? 

Improvement in the 
Ministry of Agriculture's 
ability to forecast crop 
yields and quality will 
permil. the small holder 
:Q~m~rs to make informed 
planting decisions and, 
therefore, increase 

k. FAA Sec. 28l(b). Describe extent to 
which program recognizes the pa£ticular 
needs, desires, and capacities of the 
people of the country; utilizes the 
country's intellectual resources to 
encourage institutional development; and 
supports civil education and training in 
skills required for effective 
participation in gvqernmental processes 
essential to self-government. 

1. FY 1990 Appropriations Act, und~ 
heading "Population. PA," and Sec. 535. 
Are any of the funds to be used for the 
performance of abortions as a method of 
family planning or to motivate or coerce 
any person to practice abortions? 

their ultimate economic 
welfare. 

See answer to question 
on page 15, item lc 

·NO 
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Are any of the funds to be used to pay 
for the performance of involuntary 
sterilization as a method of family 
planning or to coerce or provide any 
financial incentive to any person to 
undergo sterilizations? 

Are any of the funds to be made availabll 
to any organization or program which, as 
determined by the President, supports or 
participates in the management of a 
program of coercive abortion or 
involuntary sterilization? 

Will funds be made available only to 
voluntary family planning projects which 
offer, either directly or through 
referral to, or information about access 
to, a broad range of family planning 
methods and services? 

In awarding grants for natural family 
planning, will any applicant be 
discriminated against because of such 
applicant's religious or conscientious 
commitment to offer only natural family 
planning? . 

Are any of the funds to be used to pay 
for any biomedical research which 
relates, in whole or in part, to methods 
of, or the performance of, abortions or 
involuntary sterilization as a means of 
family planning? 

m. FAA Sec. 6Ql(e). Will the project 
utilize competitive selection procedures 
for the awarding of contracts, except 
where applicable procurement rules allow 
otherwise? 

n. FY 1990 Appropriations Act Sec. 579. 
What portion of the funds will be 
available only for activities of 
economically and socially disadvantaged 
enterprises, historically black colleges 
and universities, colleges and 
universities having a student body in 
which more than 40 percent of the 
students are Hispanic Americans, and. 

.,", 
Nn 

NO 

, . 
NO 

YES. 

-See Gray Amendment 
discussion in PAAD, 
on page 68 
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private and voluntary organizations which 
are controlled by individuals who are 
black Americans, Hispanic Americans, or 
Native Americans, or who are economically 
or socially disadvantaged (including 
women)? 

. o. FAA Sec. IIS(c). Does the assistance 
comply with the environmental procedures 
set forth in A.I.D. Regulation l6? Does 
the assistance place a high priority on 
conservation and sustainable managp.ment 
of tropical forests? Specifically, does 
the assistance, to the fullest extent 
feasible: (1) stress the importance of 
conserving and sustainably managing 
forest resources; (2) support activities 
which offer employment and income 
alternatives to those who otherwise would 
cause destruction and loss of forests, 
and help countries identify and implement 
alternatives to colonizing forested 
areas; (3) support training programs, 
educational efforts, and the 
establishment or strengthening of 
institutions to improve forest 
management; (4) help end destructive 
slash-and-burn agriculture by supporting 
stable and productive farming practices; 
(5) help conserve forests which have not 
yet been degraded by helping to increase 
production on lands already cleared or 
degraded; (6) conserve forested 
watersheds and rehabilitate those which 
have been deforested; (7) support 
train~ng, research, and other actions 
which lead to sustainable and more 
environmentally sound practices for 
timber harvesting, removal, and 
processing; (S) support research to 
expand knowledge of tropical forests and 
identify alternatives which will prevent 
forest destruction, loss, or 
degradation; (9) conserve biological 
diversity in forest areas by supporting 
efforts to identify, establish, and 
maintain a representative network of 
protected tropical forest ecosystems on a 
worldwide basis, by making the 
establishment of protected areas a 

YES 

N/! 
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condition of support for activities 
involving forest clearance or 
degradation, and by helping to identify 
tropical forest ecosystems and species in 
need of protection and establish and 
maintain appropriate protected areas; 
(10) seek to increase the awareness of 
u.s. Government agencies and other donors 
of the immediate and long-term value of 
tropical forests; and (ll)/utilize the 
resources and abilities of all relevant 
U.S. government agencies? 

p. FAA Sec. l18(c)(13). If the 
assistance will support a program or 
project significantly affecting tropical 
forests (including projects involving the 
planting of exotic plant species), will 
the program or project: (1) be based 
upon careful analysis of the alternatives 
available to achieve the best sustainable 
use of the land, and (2)/take full 
account of the environmental impacts of 
the proposed activities on biological 
diversity? 

q. FAA Sec. 118(c)(14). Will assistance 
be used for: (1) the procurement or use 
of logginq equipment, unless an 
environmental assessment indicates that 
all timber harvesting operations involved 
will be conducted in an environmentally 
sound manner and that the proposed 
activity will produce positive economic 
benefits and sustainable forest 
management systems; or (2) actions which 
will significantly degrade national parks 
or similar protected areas which contain 
tropical forests, or introduce exotic 
plants or animals into such areas? 

r. FAA Sec. 118(c)(lS). Will assistance 
be used for: (1) activities which would 
result in the conversion of forest lands 
to the rearing of livestock; (2) the 
construction, upgrading, or maintenance 
of roads (including temporary haul roads 
for logging or other e~tractive 
industries) which pass through relatively 
undergraded forest lands; (3) the 

N/~ 

NO 

NO . 
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colonization of forest lands; or (4) the 
construction of dams or other water 
control structures which flood relatively 
undergraded forest lands, unless with 
respect to each such activity an 
environmental assessment indicates that 
the activity will contribute 
significantly and directly to improving 
the livelihood of the rural poor and will 
be conducted in an environmentally sound 
manner which supports sustainable 
development? 

s. FY 1990 Appropriations Act_~ 
534(a). If assistance relates to 
tropical forests, will project assist 
countries in developing a systematic 
analysis of the appropriate use of their 
total tropical forest resources, with the 
goal of developing a national program for 
sustainable forestry? 

t. FY 1990 Appropriations Act Sec. 
534(b). If assistance relates to energy, 
will such assistance focus on improved 
energy efficiency, increased use of 
renewable energy resources, and national 
energy plans (such as least-cost energy 
plans) which include investment in 
end-use efficiency and renewable energy 
resources? 

Describe and give conclusions as to how 
such assistance will: (1) increase the 
energy expertise of A.I.D. staff, (2) 
h~lp to develop analyses of energy-sector 
actions to minimize emissions of 
greenhouse gases at least cost, (3) 
develop energy-sector plans that employ 
end-use analysis and other techniques to 
identify cost-effective actions to 
minimize reliance on fossil fuels, (4) 
help to analyze fully environmental 
impacts (including impact on global 
warming), (5) improve efficiency in 
production, transmission, distribution, 
and use of energy, (6) assist in 
exploiting noncon~entional renewable 
energy resources, including wind, solar, 
small-hydro, geo-thermal, and advanced 

N/A 

N/A 
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biomas3 systems, (7) expand efforts to 
meet the energy needs of the rural poor, 

·(8) encourage host countries to sponsor 
meetings with United States Anergy 
efficiency experts to discuss the use of 
least-cost planning techniques, (9) help 
to develop a cadre of United States 
experts capable of providing technical 
assistance to developing countries on 
energy issues, and (10) strengthen 
cooperation on energy issues with the 
Department of Energy, EPA, World Bank, 
and Development Assistance Committee of 
the OECD. 

u. FY 1990 Appropriations Act. Title II. 
under heading "Sub-Saharan Africa. PA" 
(as interpreted by conference report upon 
original enactment). If assistance will 
come from the Sub-Saharan Africa DA 
account, is it: (1) to be used to help 
the poor majority in Sub-Saharan Africa 
through a process of long-term 
development and economic growth that is 
equitable, participatory, environmentally 
sustainable, and self-reliant; (2) being 
provided in accordance with the policies 
contained in section 102 of the FAA; 
(3) being provided, when consistent with 
the objectives of such assistance, 
through African, United States and ether 
PVOs that have demonstrated effectiveness 
in the promotion of local grassroots 
activities on behalf of long-ter~ 
development in Sub-Saharan Africa~ 
(4) being used to help overcome 
shorter-term constraints to long-term 
development, to promote reform of 
sectoral economic policies, to support 
the critical ~ector priorities of 
agricultural production and natural 
resources, health, voluntary family 
planning services, education, and income 
gen~rating opportunities, to bring about 
appropriate sectoral restructuring of the 
Sub-Saharan African economies, to support 
reform in public administration and 
finances and to establish a favorable 
environment for individual enterprise and 
self-sustaining development, and to take 

(1) YES. The 
assistance will 
encourage improvement 
to agricultural 
marketing networks 
which both supply 
and are operated 
by smallholder 
farmers. 
(2) YES 

(3) PVO participa
tion is not con
sistent with the 
objectives of the 
program. 
(4) YES. The 
assistance is 
specifically designed 
t~ support reform 
of the agricultural 
marketing subsector. 
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into account, in assisted policy reforms, 
the need to protect vulnerable groups; 
(5) being used to increase agricultural 
production in ways that protect and 
restore the n?tural resource base, 
especially food production, to maintain 
and improve basic transportation and 
communication networks, to maintain and 
restore the renewable natural resource 
base in ways that increase agricultural 
production, to improve health conditions 
with special emphasis on meeting the 
health needs of mothers and children, 
including the establishment of 
self-sustaining primary health care 
systems that give priority to preventive 
care, to provide increased access to 
voluntary family planning services, to 
improve basic literacy and mathematics 
especially to those outside the formal 
educational system and to improve primary 
education, and to develop 
income-generating opportunities for the 
unemployed and underemployed in urban and 
rural areas? 

v. International Development Act Sec. 
711, FAA Sec. 463. If project will 
finance a debt-for-nature exchange, 
describe how the exchange will support 
protection of: (1) the world's oceans 
and atmosphere, (2) animal and plant 
species, and (3) parks and reserves; or 
describe how the excrange will promote: 
(4) natural resource management, 
(5) local conservation programs, 
(6) conservation training programs, 
(7) public commitment to conservation, 
(8) land and ecosystem management, and 
(9) regenerative approaches in farming, 
forestry, fishing, and watershed 
management. 

w. FX 1990 Appropriations Act Sec. 515. 
If deob/reob authority is sought to be 
exercised in the provision of DA 
assistance, are the funds being obligated 
for the same general purpose, and for 
countries within the same region as 
originally obligated, and have the House 
and Senate Appropriations Corrunittees been 
properly notified? 

(5) YES. The policy 
reforms supported 
by the program will 
promote increased 
agricultural pro
duction. 

N/A 

\~, 
\ 
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2., Deyelopment Assistance Project Criteria 
U,oans Only) 

a. FAA Sec. 122(b). Information and 
conclusion on capacity of the country to 
repay the loan at a reasonable rate of 
interest. 

b. FAA Sec. 620(d). If assistance is 
for any productive enterprise which will 
compete with U.S. enterprises, is there 
an agreement by the r~cipient country to 
prevent export to the U.S. of more than 
20 percent of the enterprise's annual 
production during the life of the loan, 
or has the requirement to enter into such 
an agreement been waived by the President 
because of a national security interest? 

c. FAA Sec. 122(b). Does the activity 
give reasonable promise of assisting 
long-range plans and programs designed to 
develop economic resources and increase 
productive capacities? 

3. Economic Support Fund Project Criteria 

a. FAA Sec. 531(a) •. Will this 
assistance promote economic and political 
stability? To the maximum extent 
feasible, is this assistance consistent 
with the policy directions, purposes, and 
pro.grams of Part I of the FAAi' 

b. FAA Sec. 531(e). Will this 
assistance be used for military or 
paramilitary purposes? 

c. FAA Sec. 609. If commodities are to 
be granted so that sale proceeds will 
accrue to the recipient country, have 
Special Account (counterpart) 
arrangements been made? 

, N/A" 

N/A 

. N/A 

N/A 

N/A 

,N/A' 
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3(A)2 - NON PROJECT ASSISTANCE CHECKLIST. 

The criteria listed in Part A are applicable 
generally to FAA funds, and should be used 
irrespective of the program's funding source. 
In Part B a distinction is made between the 
criteria applicable to Economic Support Fund 
assistance and the criteria applicable to 
Development Assistance. Selection of the 
criteria will depend on the funding source for 
the program. 

CROSS REFERENCES: IS COUNTRY CHECKLIST UP 
TO DATE? HAS STANDARD 
ITEM CHECKLIST BEEN 
REVJEWED? 

A. GENERAL CRITERIA FOR NONPROJECT ASSISTANCE 

1. FY 1990 Appropriations Act Sec. 523; 
FAA Sec. 634A. Describe how 
authorization and appropriations 
committees of Senate and House have 
been or will be notified concerning 
the project. 

2. FAA Sec. 61l(a)(2). If further 
legislative action is required within 
recipient country, what is basis for 
reasonable expectation that such action 
will be completed in time to permit 
orderly accomplishment of purpose of the 
assistance? 

3. FAA Sec. 209. Is assistance more 
efficiently and effectively provided 
through regional or multilateral 
organizations? If so, why is assistance 
not so provided? Information and 
conclusions on whetheL assistance will 
encourage developing countries to 
cooperate in regional development 
programs. 

YES 

YES 

1. A Congressional 
Notifica~ion was 
submitted 011 March 30. 
1990, and the IS-day 
waiting period 
expired without objec
tion on April 14, 1990. 

2. Representations by 
senior government 
officials, including 
the Vice-President 
and Minister of Fin
ance, analysis of 
legislative require
ments, recent legis
lation related to 
program objectives. 
recent experience 
terms of the program 
agreement and fav
orable political 
environment. 

3. NO 
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4. FAA Sec. 601(a). Information and 
conclusions on whether assistance will 
encourage efforts of the country to: 
(a) increase the flow of international 
trade; (b) foster private initiative and 
competition; (c) encourage development 
and use of cooperatives, credit unions, 
and savings and loan associations; 
(d) discourage monopolistic practices; 
(e) improve technical efficiency of 
industry, agriculture, and con~erce; and 
(f) strengthen free labor unions. 

5. FAA Sec. 601(b). Information and 
conclusions on how assistance will 
encourage U.S. private trade and 
investment abro~d and encourage private 
U.S. participation in foreign assistance 
programs (including use of private trade 
channels and the services of U.S. private 
enterprise). 

6. FAA Sec. 121(d). If assistance is being 
furnished under the Sahel Development 
Program, has a determination been made 
that the host government has an adequate 
system for accounting for and controlling 
receipt and expenditure of A.I.D. funds? 

B. FUNDING CRITERIA FOR NON PROJECT ASSISTANCE 

1. ~~ject Criteria for Economic Support 
fl.lrul 

a. FAA Sec. 531(a). will this 
assistance promote economic and political 
stability? To the maximum extent 
feasible, is this assistance consistent 
with the policy directions, purposes, and 
programs of Part I of the FAA? 

b. FAA Sec. 531(e). Will assistance 
under this chapter be used for military 
or paramilitary activities? 

Assistance will 
foster private 
sector competition, 
discourage monopolies, 
facilitate mark!!t 
efficiency and 
improve technologies 
in agriculture. 

The source of most 
technical assistance 
will be U.S. and 
will, therefore, 
encourage U.S. 
private enterprise 
and private trade. 

N/A 

N/A 

N/A 
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c. FAA Sec. 531(d). Will ESF funds made 
available for commodity import programs 
or other program assistance be used to 
generate local currencies? If so, will 
at least 50 percent of such local 
currencies be available to support 
activities consistent with the objectives 
of FAA sections 103 through 106? 

d. ~Sec. 609. If commodities are to 
be granted so that sale proceeds will 
accrue to the recipient country, have 
Special Account (counterpart) 
arrangements been made? 

e. FY 1990 Appropriations Act, Title II. 
under heading "Economic Support Fund," 
and Sec. 592. If assistance is in the 
form of a cash transfer: (a) Are all 
such cash payments to be maintained by 
the country in a separate account and not 
to be commingled with any other tunds? 
(b) Will all local currencies that may 
be generated with funds provided as a 
cash transfer to such a country also be 
deposited in a special account, and has 
A.I.D. entered into an agreement with 
that government setting forth the amount 
of the local currencies to be generated, 
the terms and conditions under which they 
are to be used, and the responsibilities 
of A.I.D. and that government to monitor 
and account for deposits and 
disbursements? (c) will all such local 
currencies also be used in accordance 
with FAA Section 609, which requires such 
local currencies to be made available to 
the U.S. government as the U.S. 
determines necessary for the requirements 
of th~ U.S. Government, and which 
requires the remainder to be used for 
programs agreed to by the U.S. Government 
to carry out the purposes for which new 
funds authorized by the FAA would 
themselves be available? (d) Has 
Congress received prior notification 
providing in detail how the funds will be 
used, including the U.S. interests that 
will be served by the assistance, and, as 
appropriate, the economic policy reforms 
that will be promoted by the cash 
transfer assistance? 

N~~ , \. . 

(a), YES 

(b) The $10 million 
equivalent in local 
currency which will be 
generated will be 
placed in a separate, 
apecial account. The 
grant agreement and/or 
PILs will specify 
these items. 

(c) YES. Local 
currency for USG re
quirements will be 
obtained from the 
generation of other 
programs. 

(d) YES 
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·2. Nonproiect Criteria for peyelopment 
Assistance 

a. FAA Secs. 102(a), Ill, 113, 281(a). 
Extent to which activity will: (1) 
effectively involve the poor in 
development, by expanding access to 
economy at local level, increasing 
labor-intensive production and the use of 
appropriate technology, spreading 
investment out from cities to small towns 
and rural areas, and insuring wide 
participation of the poor in the benefits 
of development on a sustai~ed basis, 
using the appropriate U.S. institutions; 
(2) help develop cooperatives, especially 
by technical assistance, to assist rural 
and urban poor to help themselves toward 
better life, and otherwise encourage 
democratic private and local governmental 
institutions; (3) support the self-help 
efforts of developing countries; 
(4) promote the participation of women in 
the national economies of developing 
countries and the improvemen~ of women's 
status; and (5) utilize and encourage 
regional cooperation by developing 
countries? 

b. FAA Secs. 103, 103A, 104, 105, 106, 
120-21. Is assistance being made 
available (include only applicable 
paragraph which corresponds to source of 
funds used; if more than one fund source 
is used for assistance, include relevant 
paragraph for each fund source): 

(1) [103] for agriculture, rural 
development or nutrition; if so 
(a) extent to which activity is 
specifically designed to increase 
productivity and income of rural poor; 
[103A] if for agricultural research, 
account shall be taken of the needs of 
small farme~~, and extensive usp- of 
field testing to adapt basic research 
to local conditions shall be made; (b) 
extent to which assistance is used in 
coordination with efforts carried out 

The program will 
provide assistance 
in removing policies 
which re~:ult in 
inefficient agri
cultural narketing. 
The removal of 
these policies will 
result in greater 
trader margins, the 
majority vf whom 
are women. The 
policy changes will 
also result in 
higher prices to 
the farmers for 
their produce. 
This will provide 
farmers with more 
financing for self
help efforts. 

N/A 
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. under Sec. 104 to help improve 
nutrition of the people of developing 
countries through encouragement of 
increased production of crops with 
greater nutritional value; improvement 
of planning, research, and education 
with respect to nutrition, particularly 
with reference to improvement and 
expanded use of indigenously produced 
foodstuffs; and the undertaking of 
pilot or demonstration programs 
explicitly addressing the problem of 
malnutrition of poor and vulnerable 
people; and (c) extent to which 
activity increases national food 
security by improving food policies and 
management and by strengthening 
national food reserves, with particular 
concern for the needs of the poor, 
through measures encouraging domestic 
production, building national food 
reserves, expanding available storage 
facilities, reducing post harvest food 
losses, and improving food distribution. 

(2) [104] for population planning 
under Sec. 104(b) or health under Sec. 
104(c); if so, exteut to which activity 
emphasizes low-cost, integr.ated 
delivery systems for health, nutrition 
and family planning for the poorest 
people, with particular attention to 
the needs of mothers and young 
children, using paramedical and 
auxiliary medical personnel, clinics 
and health posts, commercial 
dis~ribution systems, and other modes 
of community outreach. 

(3) [105] for education, public 
administration, or human resources 
development; if so, (a) extent to which 
activity strengthens nonformal 
education, makes formal education more 
relevant, especially for rural families 
and urban poor, and strengthens 
management capability of. institutions 
enabling the poor to participate in 
development; and (b) extent to which 
assistance provides advanc~d education 

N/A 

N/A 
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~ and training of people of developing 
countries in such disciplines as are 
required for planning and 
implementation of public and private 
development activities. 

(4) [106] for energy, private 
voluntary organizations, and selected 
development problems; if so, extent 
activity is: 

(i)(a) concerned with data collection 
and analysis, the t~aining of skilled 
personnel, research on and 
development of suitable energy 
sources, and pilot projects to test 
new methods of energy production; and 
(b) facilitative of research on and 
development and use of small-scale, 
decentralized, renewable energy 
sources for rural areas, emphasizing 
development of energy resources which 
are environmentally acceptable and 
require minimum capital investment; 

(ii) concerned with technical 
cooperation and development, 
especially with u.s. private and 
voluntary, or regional and 
international development, 
organizations; 

(iii) research into, and evaluation 
of, economic development processes 
and techniques; 

(iv) reconstruction after natural or 
manmade disaster and programs of 
disaster preparedness; 

(v) for special development 
problems, and to enable proper 
utilization of infrastructure and 
related projects funded with earlier 
u.s. assistance; 

(vi) for urban development, 
especially small, labor-intensive 
enterprises, marketing systems for 
small producers, and financial or 
other institutions to help urban poor 
participate in economic and social 
development. 

'N/A 
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(5) '[120-21] for the Sahelian region; 
if so, (a) extent to which there is 
international coordination in planning 
and implementation; participation and 
support by African countries and 
organizations in determining 
development priorities; and a 
long-term, multidonor development plan 
which calls for equitable 
burden-sharing with other donors; (b) 
has a d~termination been made that the 
host government has an adequate system 
for accounting for and controlling 
receipt and expenditure of projects 
funds (dollars or local currency 
generated therefrom)? 

N/A 



.5C(3) - STANDARD ITEM CHECKLIST 

Listed below are the statutory items which 
normally will be covered routinely in those 
provisions of an assistance agreement dealing 
with its implementation, or covered in the 
agreement by imposing limits on certain uses of 
funds. 

These items are arranged under the gene~al 
headings of (A) Procurement, (8) Construction, 
and (C) Other Restrictions. 

A. PROCUREMENT 

1. FAA Sec. 602(a). Are there arrangements 
to permit U.S. small business to 
participate equitably in the furnishing 
of commodities and services financed? 

2. FAA Sec. 604(a). Will all procurement be 
from the U.S. except as otherwise 
determined by the President or determined 
under delegation from him? 

3. FAA Sec. 604(d). If the cooperating 
country discriminates against marine 
insurance companies authorized to do 
business in the U.S., will commodities be 
insured in the United States against 
marine risk with such a company? 

4. FAA Sec. 604(e). If non-U.S. procurement 
of agricultural commodity or product 
thereof is to be financed, is there 
provision against sllch procurement when 
the domestic price of such commodity is 
less than parity? (Exception where 
commodity financed could not reasonably 
be procured in U.S.) 

",1. I'. 

YES 

YES 

.N/A 

N/~' 
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5. FAA Sec. 604(q). Will construction or 
engineering services be procur.ed from 
firms of advanced developing countries 
which are otherwise eligible under Code 
941 and which have attained a competitive 
cap~bility in international markets in 
one of these areas? (Exception for those 
countries which receive direct economic 
assistance under the FAA and permit 
United States firms to compete for 
construction or engineering services 
financed from assistance programs of 
these countries.) 

6. FAA Sec. 603. Is the shipping excluded 
from compliance with the requirement in 
section 90l(b) of the Merchant Marine Act 
of 1936, as amended, that at least 
50 percent of the gross tonnage of 
commodities (computed separately for dry 
bulk carriers, dry cargo liners, and 
tankers) financed ~hall be transported on 
privately owned U.S. flag commercial 
vessels to the extent such vessels are 
available at fair and reasonable rates? 

7. FAA Sec. 621(a). If technical assistance 
is financed, will such assistance be 
furnished by private enterprise on a 
contract basis to the fullest extent 
practicable? Will the facilities and 
resources of other Federal agencies be 
utilized, when they are particularly 
suitable, not competitive with private 
enterprise, and made available without 
undue interference with domestic programs? 

8. International Air Transportation Fair 
Competitive Practices Act. 1974. If air 
transportation of persons or property is 
financed on grant basis, will U.S. 
carriers be used to the extent such 
service is available? 

9. FY 1990 Appropriations Act Sec. 504. If 
the U.S. Government is a party to a 
contract for procurement, does the 
contract contain a provision authorizing 
termination of such contract for the 
convenience of the United States? 

N/A 

NO 
" 

YES 

,YES 

YES 
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10. FY 1990 Appropriations Act Sec. 524. If 
assistance is for consulting service 
through procurement contract pursuant to 
5 U.S.C. 3109, are contract expenditures 
a matter of public record and available 
for public inspection (unless otherwise 
provided by law or Executive order)? 

11. Trade Act Sec. 5164 (as interpreted by 
conference report), amending Metric 
Conversion Act of 1975 Sec. 2. Does the 
project use the metric system of 
measurement in its procurements, grants, 
and other business-related activities, 
except to the extent that such use is 
impractical or is likely to cause 
significant inefficiencies or loss of 
markets to United States firms? Are bulk 
purchases usually to be made in metric, 
and are components, subassemblies, and 
semi-fabricated materials to be specified 
in metric units when economically 
available and technically adequate? 

12. FAA Secs. 612(b), 636(h)j FY 1990 
Appropriations Act Secs. 507, S09. 
Describe steps taken to assure that, to 
the maximum extent possible, foreign 
currencies owned by the U.S. are utilized 
in lieu of dollars to meet the cost of 
contractual and other services. 

13. fAA Sec. 6l2(d). Does the U.S. own 
excess foreign currency of the country 
and, if so, what arrangements have been 
maqe for its release? 

14. FAA Sec. 601(e). Will the assistance 
utilize competitive selection procedures 
for the awarding of contracts, except 
where applicable procurement rules allow 
otherwise? 

YES 

YES 

~/A 

NO 

YES 

1 "1'-



B. CONSTRUCTION 

1. FAA Sec. 601(d). If capitol (~, 
construction) project, will U.S. 
engineering and professional services be 
used? 

2. FAA Sec. 611(c). If contracts for 
construction are to be financed, will 
they be 1e~ on a competitive basis to 
maximum extent practicable? 

3. fAA Sec. 620(k). If for construction of 
productive enterprise, will aggregate 
value of assistance to be furnished by 
the U.S. not 0xceed $100 million (except 
for productive enterprises in Egypt that 
were described in the CP), or does 
assistance have the express approval of 
Congress? 

C. OTHER RESTRICTIONS 

1. FAA Sec. 122(b). If development loan 
repayable in dollars, is interest rate at 
least 2 percent per annum during a grace 
period which is not to exceed ten years, 
and at least 3 percent per annum 
thereafter? 

2. FAA Sec. 301(d). If fund is established 
solely by U.S. contributions and 
administered by an international 
organization, does Comptroller General 
have audit rights? 

3. FAA Sec. 620(h). Do arrangements exist 
to insure that United States foreign aid 
is not used in a manner which, contrary 
to the test interests of the United 
States, promotes or assists the foreign 
aid projects or activities of the 
Communist-bloc countries? 

N/A 

N/A 

N/A 

N/A 

N/A 

YES 
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4. Will arrangements preclude use of 
·financing: 

a. FAA Sec. 104(f); FX 1990 
Appropriations Act under heading 
"~opulation, PA," and Secs. 525, 535. 
(1) To pay for performance of abortions 
as a method of family planning or to 
motivate or coerce persons to practice 
abortions; (2) to pay for performance of 
involuntary sterilization as method of 
family planning, or to coerce or provide 
financial incentive to any person to 
undergo sterilization; (3) to pay for any 
biomedical research which relates, in 
whole or part, to methods or the 
perform~nce of abortions or involuntary 
sterilizations as a means of family 
planning; or (4) to lobby for abortion? 

b. FAA Sec. 483. To make reimburse
ments, in the form 0f cash payments, to 
persons whose illicit drug crops are 
eradicated? 

c. FAA Sec. 620(9). To compensate 
owners for expropriated or nationalized 
property, except to compensate foreign 
nationals in accordance with a land 
reform progr~m certified by the President? 

d. FAA Sec.~. To provide training, 
advice, or any financial support for 
police, prisons, or other law enforcement 
forces, except for narcotics programs? 

e. FAA Sec. 662. For CIA activities? 

YES 

YES 

.YES 

YES 

YES 

f. FAA Sec. 636(i). For purchase, sale, YES 
long-term lease, exchange or guaranty of 
the sale of motor vehicles manufactured 
outside U.S., unless a waiver is obtained? 

&. FX 1990 Appropriations Act Sec. 503. YES 
~o pay pensions, annuities, retirement 
eay, or adjusted service compensation for 
~rior or current military personnel? 
t 

h. EX 1990 Appropriations Act Sec. 505, \YES 
To pay U.N. a~sessments, arrearages or 
dues? 
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i. FY 1990 Appropriations Act Sec. S06. 
To carry out provisions of FAA section 
209(d) (transfer of FAA funds to 
multilateral organizations for lending)? 

j. FY 1990 Appropriations Act Sec.S10. 
To finance the export of nuclear 
equipment, fuel, or technology? 

k. FY 1990 Appropriations Act Sec. S11. 
For the purpose of aiding the efforts of 
the government of such countI_ ~o repress 
the legitimate rights of the population 
of such country contrary to the Universal 
Declaration of Human Rights? 

1. FY 1990 Appropriations Act Sec. S16; 
state Authorization Sec. 1~. To be used 
for pUblicity or propaganda purposes 
designed to support or defeat legislation 
pending before Congress, to ~nfluence in 
any way the outcome of a political 
election in the United States, or for any 
publicity or propaganda purposes not 
authorized by Congress? 

5. FY 1990 Appropriations Act Sec. 574. 
Will any A.I.D. contract and 
solicitation, and subcontract entered 
into under such contract, include a 
clause requiring that U.S. marine 
insurance companies ha~e a fair 
opportunity to bid for marine insurance 
when such insurance is necessary or 
appropr~ate? 

6. FY 1990 Appropriations Act Sec. 582. 
Will any assistance be provided to any 
foreign government (including any 
instrumentality or agency thereof), 
foreign person, or United [cates person 
in exchange for that foreign government 
or person undertaking any action which 
is, if carried out by the United States 
Government, a United States official or 
employee, expressly prohibited by a 
provision of United States law? 

us 

YES 
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3. Iroc;" •• s.d fi neoci.l r pl,.rns l o 
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1. F.,.. ... r .hifls l o hi",t_ ... lue 
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... rk.ling cosls of l'- .. II<J.,·s due lo 
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",sultin9 ("ON iHprov~d inl.'- -n~ .. ~~l 
.. oeds. 

.) Reduc.d ( ..... 1. sp.),·e p.!,· ts. end 
U ... cosls. 
b) R.duc:.d e ...... g9 .,IIi t. .:; .... 1." of 
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3. Reduced ".,..k.linc;l ':I>sl.s 
duo to 1 .. Pf"o .... d .CC.S3 to n"" ~. t 
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1. Reduced price di ff ... , e".: .. $. 1.1 .......... " 
toroporeU", .snd 9909" .11,,1 ,1<: ... 11 '" 
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.5. Iroc r •• s.d produc: .... F-' i C"''' 1 or 
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c:) transF-o,· t ... 1 •• 0 n _ oJi lies bI,t \ '0 1 .. "", 
c(,t .. &t\SI _ t .~ (o:' ls 

2 . Suo'v"\oI" 0)0, 1 • . ,.J .. r "')Igi n,. 
oott " ... k .. t" ,q c .. "l sl:'uclur.!I 

3. "''' 'k el 1"'" .. n&tio .. $oJ.t ... d .•• . t 
Of'! pr i Col di r r", "'"<:~,. b .. l_n 9' ..... ) . 
r .. phic .. : I.,. 0.,,1 l. ... nr_·.JI\oI " ......... r.t • ..,e 
...... rk.l,. 
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S. not'I/ fMlJ , ." ...... J s "11 ~I.l .. rpo i -<.
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(,,) C""p,,in5 to anrlOIJrlCe co .. nodi tu 
pr'ic"s a"d ".9ulations .. f"f"50clin9 
':o"""ofi l., .. oven~nl i"pl""~"l ... d. 

(I) Ho., ... ,,':"l.rinlric:tiOt,s· on ""i Z". 
baoahs. "ai zao·products. sOrgl"rutt and 
.. illel· aoli .. inalgd. 

(c) R .... d c .... 'ldi li ons i np"o",,,d and 
.. ai;:" an·.1 baoan l ..... sporli Ofl cosls 
1'~dIJC"d • 

(d) Hi"i"l.-y of foublic "o .. ks 
O:4poci l.~ lo "-!Ii nlai n i flt .... r-.. "d'50l 
1· ..... .1S ; •• c"~6s"'of. 

1. Urillaoll dwsel"if.lioll of laws .ff
eclillg ... iz ...... a;z" p,· .. o:I"cl:<. b .. ~,"s. 
tdlls-l. sorqtlutl no.,"'"",lll a"d "ad:el
ing CO"pi!"~ for publ> c .. li "" hy 5/90 

2. S&;h.duJ. of plJbl i C -!lnltolJllc .... " ... ls 
•• d toMlen!'ior, ""s5ag",5 01, 1'''9'J14l
iOfls MKf pri c.s d".,,,l "p"oj by 6/')0. 

3. IMple .. "nlalion of lI." sd,,,dul. 
or public .nr,OUI1cw"""',5 .~n.j eMlvn
sion ".ss69"s ini li al ... .1 by 12/90. 

1. L.ll .... listing l .. w;~ d ... s.:rib.d in 
1 .nd aski n~ co .. pl i ""C... :""nl +'0 di s
tricl aulhoriti ", blJ 1;::~"jO, 

1. Go.,,, .. ,,"enl -!lnn"ullc .. "" .. l of "0""
~nt eorllr'ol .Ii .. in.:llivn f.: ... Le"ns; 
~scheduli n9 Mi II aol. ;S(,"ghll .. 1..':1 1/91 

2. Gov"r"".nl ."nc'Ullc~"" .. t of .. 0".
_t c""lt'ol .Ii"in-!lli(.n fo,' naiz. 
... d M .. i z. produc ls bl) -l/'j2. 

3. Go"·,, .. n"enl pub 1 i ci z .. " n ... w .... Jul a-
tion, on bearlS, "le. by -1/91 " ... d on 
Mi zo b':l -l/~2. 

1. Hin. Publie 1I.) ... k5 ",,"plo'J" 
econo .. ic I·"lurns bas"., .. oaoJ s .. I"c:t
ior. cri l~ria for t:t1l1f' • (."d.s. 

2. Firsl ':I""" .:I1DP I·.:.o.)d~· :I"') ~o:l"d b;" 
3ltJl. 2"d lJ"eo.. t"J )/').!. :10" oj ."",a.. b'J 
~9J. 

3. 500 ki lo""te .. :s of ,· •.• -!loi ,-"I It.ili
lal"d by 3/'12. 1000 b4 )/9). 1500 
bJ 3,91. 

1. 8 .. an aud I":"iz ... l .. a"'~~ul·l"''' 
op ... oting co::l, .. educ .. d l>I,~ 

15-5S~ on i "~"Q.,,,d I , .... ls. 

1. Go"""· .... ,,,nl urn.l",. 1..~I·~s st.u.1'J of 
..... n' lo incr ... as. "0.,,.;1 .. ~i .. t" .. anc ... 
fi "6 .. ci r .. ~ by 12/'30. 

2. G('''''''n .. ~nl i r":r ",.,s .. oJ ,.o ... - .. "lolln:l 
""cur-... r.l blJdQel supp.>' l f..". ,·O.3d 

1. R"c~jpl ·)f GO/; polio;;i~5 .vld • ""'}U
laliotls af"l" ... :1 i .. q "aLI'''' .... d 109 ... ' 
.. arket.i n9. 

2. R.c"ipl "f (,1.1': ,,0111 t<: ... l rot·ic" ill· 
for".t.i,," di ........ , II~t j .)n :!<dl •• "~I". 

3. R.c.iF.l "I" ... ·~ •• I."t.i,:", .nnoul .. :.·· 
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1. R"c.i f.l of ~ ••. ,,;~~; lr .~lIscr ir.t -; ,"Id 

vMl"nsiorl "'>S"·oII·.I":!' pIJtolicil'ill9 
d.conlrol. 
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products, b""''1''$~ _~(.r':ltl.j", "' Il~ .. 1 • 

3. R.ceir.l uf i •• ftll""",tiGn CoII"P""'j" 
doc:un"nleotioll. "",.:li.!I tr'anso::ripl;s. 
disl .. icl l .. y",,1 jU,'V"'" findinCJs. 

1. Let,l" .. id .... li f'Jir'9 l'o.,d5 5"1,,,;1,
ed r.c.h·.d bll IJ~RI 0 allllu ... ll':!. 

2. P.oad ,.I •. ~" il rt .3 I. i 0" p ..... g .. "" 
subni It ... d I <. lI~.HJ D ""11".,11 y. 

3. "0.-10: r,,<:.(., d:-· •• li~I.I'lCt ""9i,,"'''I' 
No .. !-pl ~n. ,.i t, ...... 1 si l!' by IISIH ['I 
~n.j HIJP~ r ~r"'''!'''"I..:.1 I""'~. 

1. SUt'''''''J i II t .... ·; i ~w:S of tt u.:l-
oper.lo .. s on I ... "fI.'I'.:> .. t co,t::s. 

I. Co"pl .. tio ... I " ... i~w .'IId .ii·.!',,"i ,. 
lIat,i on of !Ot .,.1,:/_ 

.: ~ f<ec ... i r,t '.-t' ~IJ/'-} 1-·J3, .. • ..... t·~'-'''' ... ht 

...-:C"st tu.dgol ........ f 1 ,..~to~. 

BEST AVAILABLE DOCUMENT 
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'3t:w.wn"lJiJlll fi ... · .... a ... , -,- ,t 4 
f..:tr in"ol-"",I, .. , •• ·· .. '1· "'1:' ~', 
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i" i l:s -!lbi 1 i l'l I.. .. ••• "1" 
d. Olrqht, ."It t ~'I . I il .. ·• ,II .11· 

G'J"q, ""enl .-1, "i'I.,I, ••.. , 
d.~z n-.ll r.;-.j ....... '1 ••• 'h.·. ,- . 
cont, 01'S. 

Di :slri...:l [I"' ... ~J ... ,:." .... 1 J •• ,,' • 

.'Jr- lo Qst .... h'l ., .... , '" ,.' 
i ".11 cr i l.:>r i·~. 

Ft.J"'lUdite 1 .. ··1 ••..• 1.1 I ., .•• , 
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GPOI 

(.) Guv .. ..,'" .. nl pol i CIJ allal.."i s. 
polic'J i"f'I .. "",ntation. illv.st" • .,l 
planning and "arl:.t iflforHalion 
.:li s!l"Hihation c.'paci ty i"prov.d. 

l"PUTS: 

(4) Polic ... R.~or" S~.:tor Grauls. 
Pl "190 r oo.J A,si slano:. 

IJpon publ i d zi"9 "",rlc"t r.gul .. li Ot.s 
·,.,d c·)""~".Ii t.., p,·lc" i"r'~r"alion. 
upon J .. sch~du1in9/d~contr.,llin9 s.l
... c t.d c~·n"\Jdi t i ... ~. ",nd up.)" r"",l i 9"
"~nl 01 Hof'~ r .. sout·c .. ~ ill favor of 
road "Ai "l"ro·~"c~ 

Studi 0;.5 arod 4,,·,1 ysi ~ r9o:tui t·.o:J lo 
.'SS.SS i"p.Jcl of polic.., r ... fot·"lIi lo 
.J .. fi n.... f.1 "" oro,j i "p1 "" ..... l -..,Jdi t
ional polio:y ""d it,sti lution.,1 r.-

. forns, to -..!'si:!'t itl uf.gnl .. 1i n9 Had: ... '. 
ii,f ur"bli On di ss,,"i n.,ti Oil 

BEST AVAILABLE DOCUMENT 

UIDI tRTORS 

1. Inslilulicnal slruclur .. s for 
ttlA·s 9.n.r..sU on and .,,,a1,,,:!'i s 
of d4Jta to infor" 9'·ain 
Harkol polio:{os in pl~~" by 1/91 

2. R9s.arch ag~n.j4 Oiostat.li ::;t'oi'd b ... 
6J'91 includin9: a) cOllc"pllJal/allaly
lieal approach b) d"l-.. b.,so d~v.lop
_nt plan c) i d.nli fi ,:./ltli on I.'lf Ie .... 
poiSe ... lHpacls for "0101l.)t;II9 
d) plan for rG'Jli "01 y c.,U"cl.;.d dat .• 
uso. R.s.ard, ir,iliot"d by BI'':I1 

3. ttark"t i "fot·"al: r,,, urd l ... i U,i" 
ttoA op"rali "9 orf.ct.i ·""Iy hy 'j/·11 

1. Unh·.rsi li.s i "pl",",,"f.i "9 appliod 
r.s.arch in KHOP disldcl.!I t.,.! 1/'30 

5. Univ"rsi lyl'ttillist.r'~ Wnrkiroq Popor 
an f'urlh.,.. r.for" .r •. ~~ sub"i ll.d 
lo KHDP Polie ... Co"nilt." .. by 121'~3 

1. $10 Hillion unro!'l.-ict. .. d gr-anl 
disburs.d 

2. $10 Hillion Food rQr rr~gr~~s 
f.x.cl a:ssiston.::e d~Ji,,~,· .. o:I -

I. Sludi.s cOHpl~lod. opUOt'S irt..nt
fied .nd inpIOH."laUor, ,.I"us a,..pro· 
_d .end i"plvH9nlod 

I, GoK fi n3nci 41 COt,h it"Jt.i (.n5 P""9· 
r "",,.d for ro.edwo.-l<. "ad,,, l i ul ur"
ali on' di 1's."i h.eli on. .~ttd p.:.li c'J ·~n"
IlJsis lo S'II) Killion ... q.Ji ..... I,;. .. t 

H'; .oJ _ ...... _ ...... ~ 1.; ..... 1 ...... 1 •• _., .... _ 

VF.Rn HATI utI 

I. Ap~.1 ied R.,. .. ~.,,·d,. H •• t,i Lorino,) .",0 
EV4Iu-..U(,n $'.I!·h," "I""niI'l9 dC'O::lJ"NIl 
, ..... i .... oJ -!ltttt ,Ii .. -s,,"i "al.d 

Z .Shot·l··l';'l" j !:!.u." spv.:i he r ... (oQ,·ts 
recei ..,eJ b.., I:tlul' S 1 ~." i"9 C,,,,"i ll". 
and USAIO 

;,. S.Hi -a'''''J.,I ''' .... ''1 ... b ... ,:"OP 
roli e.., Co""i ll~.. "f pt-09r OH pr'-"]' 
r .. ss 4nd pl.~,,!. t. .. " .. d 011 ARttES 
an",l..,si s alott , ... ,.url II 

of. On-9rou,,,f It ',lhen\J of I"·ic. ... 
a'lflOu"co;,d 

1. Got:I'IJSAID pr<":J,-"," .. ing doo:u..9nl!< 

2. IOIDP stc·el*ir,q Co .... ilt.eIUSAIP 
rrogr4" "or,i t.o, j"9 COH"i tl_ 
H9.lh .. ]s 

I. St'.Idlj r "'p'" I.~. Hoft .. lIId H"PW 
,· .. cords and ,d.~t.i:slics. sp.cial 
:ll,Kfi .. s. AF:Mf.:<. ,· .. ·5 ... -s.'.;h ",}",nd-s. • ."te 

0:. Nod. t "0;1 p·,r'';''"5 C·n i "p.~o:: l 
of policy ct""'"~l.'~. ct.'I1:;tJltaul ,.~
~":ir*ls. pol i •. ,.~ i "ploion9n t.et i on pl.~"·. 

2. A ... dil~ .... ,.-1 ... r..j-IJ~'" ",".,.it ... -i"'l 
t:ontrar l"", I"'ft.:.. t ~ 

IIS··.lUil·1 • "II 

HoR abl. to r •• I ....... "1···'·"'
:sl~ff 

D,·ol'9ht .• ~l.~ ... ; II ••.. , I·, "," 
ittpl""",nlalJoIJ 01 ••. .. .1. 
lo oS c(l"pl ... t.e 1.031' 

GOK b.~5.:!1 p..11 .. ,~ .1..., .... 
a ... I",sis 

H ... dla .. dvvrl.i.~ih.' ·1· .. · , .... 
av.eilaMe 

G ..... " .. ,·ntt.;.". fi ....... • '"' : I"~:~ 
... d "IS ~r.!ll.i,.... .., ... , 

F,Jnd5 4tld C~'""cod, I , •... 
__ .il.abl. 

(;,,1: cOllli , ...... s le ••••.• -:.,' 
c ..... nodi li"s 

.ftppr~Oprht.'G.": ." .. J •••• '.1 
e"'f'~ti:ll.· ... ' ... , .... I.I.~ .. 
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OBJECTIVE 

Progr4J1 Goalr 

~) ro as~ist r.en~. in achi_il'l9 
inc:r_sed .sgnc:ul tural pro)cfucti ... it.~ 
.snd incrl;ool)Sed net far" ;ncohes 

To dellel ..... "or. efficient roatio,.al 
11111izoit a",d be .... "arketing S~$t." that 
wi J 1 pro"i de greater pri cv i IIc""ti Yes 
• n n ... i z~ and loe.sr. produc.rs 

BEST AVAILABLE DOCUMENT 

KEH\'A HARt:ET LtEVELOF't1E.H' 1·~'.I"Io:IlH 

POLlC'" NATI"dX 

BfICICGROUtlD 

Conti IlUIld r.e"':la" ec:onol1i c .growth 
.,ill depend on a hi9hl~ prod ... ctille 
agr1cul t.!:'"~, se.:tor. 

rh .. GOK strate'ijlj for lIIchiellit,,~ hi9".r 
productivit~ includ.s: gr~ater input 
u .... de",vlop"ent of 110r. prod ... .:ti"e 
t.chnologies. increased input and 
c~lt." "a,.ket ::;,rfic:i .. n.:o,:. ~nd 
:shi fts to hi ejlh.r lIa1 u. crops. 

Norv .ff'ici~t and low,;.,- cost l1ark.t. 
for agricultural c:on"oditi~s will 
und.,.pin econonic growlh •• nhance 
forvi.;ln .Mct.al\ge vllll·nin'ls (savir • .;Is). 
and prolli de 'ijreal.r i nColn li .... o;>s lo 
produc"rs. 

USRI D"'K.;.n~a al so suppc.rls the dvllelop
"~nt of "or. productivv tvchllologies 
throuo#. inlll;ostl1er.ls in lII'l,·ic ... 1 tu,.1II1 
res".I-c:h. facilitat.s i"cr.as~d fert-· 
llize'" u~ th,·ough th" fe,-liliz"r 
narkeUng progr",". slr.rsgth ... s hUl1an 
ra.ourc.s through on-90i",g _rforts 
with Egerton Univ.rsit",. and assists 
agri bUSIi neSSIes wi th fi nand 1II1 arid 
organi ZQti onal "anag"n."t tr ai ni"'J. 

Agricul tural _d:.t "f f'i ci "ncll carr 
ba '"proved by r,,"ovi"9 th" lIIdninis
li",e and physical cOIIslrai .. ts to 
co,,"odi t", "ove""rlts b"l ... e~rl surpl ... ,. 
and d_fi ci t areas wi tt,i II r.enIJa. 
r.vnl:la· SI di v~rs. a9"i cui tu,· .. 1 
reSiourc:e base ""ans K.ny~ 
is ""ade for trade". Adl1irl::t'"ali ..... 
constrai"ts to effici~rot COI1·-

l10di t", "oven_rot c .... 1:1" ~I i.,i ' .... t ... d 
through pol i c'" r"rO'"11 .,..d i no:rQasud 
narkllt transp-!lreroclJ (pri c ... .!·. lr~d~ 
r.gulati on,). Ph",si c,d canst, .. j IIl:s ':bll 

bv eli"ill-!lt&od b", i"p,·oll;',,,} roao.l" U"J" 
I ow.,ri n9 agri cultunl; Cu""odi t'l t,"":".· 
5r-Ot·t cost5. A tra":sp~r ... nl 11,~rk.;.l in 
uhi,.h c""",,tii t i.s 110lte froi~111 wi II 

I HOI CfI f or:s or UIl.JEt JJ VES 
AND POll I \' lnl"lt:t1E11mnUH 

Incre":SIi't1 ...... 1 ....... dd".1 i" .a.;Jrj';ldt
ural pro. I". :1 i "11 .. ct.i vi li.,:s 

Inc,·vas", • .: .. cl."," .. 1 erficiqllcl:I 
as ".·)5U' Ii'.J tol) ," ... duc ... d di ""r'l';'''<:~ 
b.twe~" .... .-I, ... l ~1I.d s ... .:i ill PI' i C .. :S 

Incr.o!IIsed fi",,"cial '·.1 ...... 115 t.o 
produ.:.;.r illv".~.tn ... n'.S of 1:.,0:1 0101'" 
l.bur in a'l' i C OJll u, 081 pi OIJUC t j 1'," 

acli "I ti.,5 

Far"er sllirLs to hi91""" v.,lu", 
cr'Oflpil19 "ix.~ 

Larg"r 11".-I; ... t i n'J ...... I,In." reosu) ti ~ 
in ,·e.Jur:: ... d "',,·.··'··)9. ulli 1 cn:s1:s .. r 
"ad:l;ol.d tIl'o.,gl· ... ut_ 

Reducli ow' i ,. t.rllln.!'pu,·l c .. ~l~ 
r~sul t.t 'I'] I r <," i I1p. ')Vli'd 
irI1er-nlll; 1< .... 1 • o~ds_ F:.du.:.,d 
fuvl. sf'.,,. ... t:'~,·t!.. tlnli'. ,,,,.:1 
load h.snoJt1 "9 .: .... t:s t"r on 
irlcr·e.~5 ... d I.t·.~r,~por l ... ·c.lIJrt..,~. 

R"duc.;.oj ...... 1 . .;.1.1 .. ." co,.Ls .j'J ... t .• , 
9r.~tor· ", .. ","i!?!--. ttl H ... ~ .t. ;"f'll "~t i ..... 

R:4iI'dtJc~d J,rl1C.17 .Jl t f ... r"""':- .. 5 bwl. ....... ··" 
t,,"po"alll~ MloJ q",(ooJ' ·'I·t" .:;.\\IJ 
s"pqr-!lt~1 11~,.I"I~ 

P.£lATI OI4SHI P II) ".11' "ill I 
OHlER O1J110P. I·~·I)'.I:IIII . 

I .... :r.;..:.s"'d -:t'll-i-: •• J :.,t ,I I" 
is on .. 0" (;(II:"~. pi .: .. "-1 ., 
.'5 ~ t .~t .. d ) YI H... '.. : ..... 
tlo_ 1 (.1<;:31o) 0".1 ., ... I I:· I 

tl.Jti(.,,·,1 (I."·v .. ,.:.,.".· ••• I'! .' 

rhj!o!'""'l~'.u,.,)J q .. ,)i, •. ,' 

L.y th.. l[ I: "~ t 0101 •. 01 .•.• I •• 

J>,.ngr~. Il:f.:O"! .... ·11 ,. "II" 
Rs.sist.anc9 0.1..".,1.1 •• It •• t 

dotlor a.!l~i ~t ... d ,.: ••. ! '"1'" 
pr'.gr'.":<. 

Th. Hdlion.J1 II~ ..... I··I·".· •• I , 
CU~!'.5 ftl atl~ It:· '.I' .. 1- •• t I 'J 
el i z. q.· .. i t. "-3,' ,0' .. :1 ... 1··. 

.. 1 i Z', •. i "II. Ift:f"t:··. I I •. ... I . 

strat'~9ic. .......... to t· ...... '. I· 

"'rj C~ ~l~bll, ," . .,' J '" I ·t. , 
thht i'5;: 01 lI... • ..• .1 

wi II L~ op.·" .... 1 I •• I' ., .1. 

~nd co-•• p .... , -21. ..... . 

rh~ D .. n .. , .... .. ..... t • .. • I 

IB~:O •. " ... 1 IISIII to. .., I .• 

1I.i $ I.hi .. >: Ii.··.·. 

-
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POll C·,. R[FUF:11 

1. Al H, .. b ... ginning of "a.:h "a,-kvl
ir.IiJ c .. "p.~ig .. , lh" ttini:!!:ln~ of 
Il~ri cult'Jr. ..i 11 conJuc l a publ idly 
c.lI"p.lli 9" ,'.!I lhv p'·".'s, radi a ar.d ad"
ist,alio .. ""rvic"s to info,'" con3-
U"",·s. p,·oduc ... ,·s a,,,j lh" r,,1 "v.lIr.l put.
lie and p,·ivat.v s.cl".· parlivs of thv 
"o::l curr'"nl 1.lI .. 5 I r.;.gul ali OtiS .lind po
lici ... s .,ff"cling lh ... "o..-,,"wnt and "a'-
".vii r'g (If t1:.i::~, Pl-o-=ws~~d n.,i;:~. 

b"allS. "i II"l "nd surgl.u" .. i thi" " .. d 
towl ....... 11 <o.j"inislr.&liv" dist_riels. 

06lv .::.f I "pi """nlat.i 0'': O ... c ... "b"r. 19'30 
",,,d co,.li"'J"d va ... h Y.6r th .. r .. afl"r 

~. Th.. Go)v • ..-n"vnl .. i II i nslrucl lI •• 
tlinislr." of R'lricultur.;. thal th.;. Farrt 
tt.!lnag ... " ..... l Division is "andal.d 
lo col1vcl, co"pilv and di::s.;."inatv. 
vi a t h .. " ... di a, "Kl.nsi on ser"'i C". Gnd 
ulhvr ad"i,.islr·.lIlivv chann.I". 
ulloffici",1 6nd .::.'fidal "ark"l pric. 
ihfor"·~li.:", "n q, ai .. and t((lrlicult.ural 
co""odi ti 1>::1. 

D.lIlv ul I"plv"enlaliu .. : Dec"rtb.r, 1990 
.lind cu .. li nu"d .ach y ... ar lI •• r.-!IIft.r 

:t. n... 9~·v""·r." ... nl .. i II annou;..:.;. tt •• 
.. I i"i n.!l ti on of all ".)v"",,nl conlrol. 
.::.r. ".:IIi 7". ".!Ii~v pro,ducls. bvans. 
"i II vl b"d s·). ghu" and .. i 11 i nfar" 
.Jislricl ., .. -:1 (.lh"r ad"illislr-IJliv. 
4ulhuri ll .. :S that lh"i,' co"plia .. c.~ 
'-Ii lI. tI .... :-... r ... r .::.r"s is rvq'Ji r"d. 

Bncr.GROutW 

In 19a8.189 the Gov .. rn"""l under look 
a siliJnificanl r.;.fo," t.." incrva~in9 
lhe li"i t on th .. a"o'Jul. 0" "ai ze lhal 
could b.;. Plov.d b"l .. """ 'Ii:dricls 
wi lhoul a p"r"i l f,'''" 2 lu 10 bags. 
T:-r. i rtpl .. ".r.lali on of H.i:: , .. h.r" h"s 
be.n v.ry un.',.n, :;0"" di ;Jlri cts 
alloll tt,,, "ov,," ... ,.l of .)lIII~ 2 t..!Igs. 
others 5 bags. ott, ... rs 111 b.,,,,5. 
Wid. diss."ination of i .. fo,·"~.lion 0" 

."i.tinIiJ r"gulelioros .:.ould r.sull i .. 
an i "rtedi a l" i r"~,.,,I;o~" i,. I u4ld si z ... :s 
and nark.l .ffic;i."clj. Il .. iiI allliu 
indic4l. to privab, lrad ... ,·:- H.al 
lh. 90 .... rn".nl will i"p1~".~l ils 
staled pl4ns to lit..'·ali ..... 

In lh. rtid-1980·s. tlOff/rHO coll.ct.d 
4nd diss .. rtinal.d ... j~ r.!loJio .. holesal.;. 
pric. inforrtatio" on ., ....... Idy basis. 
The". "ark.l infor"a'.i.:." activiti.s 
end.d in 1988 du" lu fu .. ding shorl
raUs. O'.lI'irI9 lho. "a.sl t."o3 y ... .!I,·s fl10 
has upgr4d.d i ls HIS cal' .... :i l." b'J 
r.crui lh.g, It'aihitlg .~n.J p<>.sling 110 
univ.rsity and dipla".!I ':!r .. dualD' in 
the districts. n." sl/!ol,," is p,·,,=-... Uy 
constrain.d bIJ _ lael-: of fi .... nci"l and 
analylical r"sou,c,,~. 

Th. k"IJ wUI b. lo ... II!'IJ'·... lh.~t 
actu·al "4rk"l pri c.s. altd "ol 
onl." .t:t"bli sh.d 0 rt i d.!ll J,ri CQlO. 

ere diss."i"at.d. 

tlov.rt~nt co3lltr,,1 ~ F'rlltli t.i'. f.· ....... ~
ch_hCJ. b ... tw ... " sur pI"" ""oi d .. 1i c:i l 
4r"as d ... cr"asi",~ ",1..-1·; ... t wft ici""cIJ. 
dislorli ... ,J pric .. si':l""ls, are,J Iva.Jill9 
to ilhiPfficillftflt .. !lll'.''':~'I'-io'l -:t' P'-f.l..i1h:l
i on .n~ ... ark.,ll "9 I ..... ~.-.u,·r:~_":. 

Inforrtal "4rk .. t lr"dw,,, .,-i, ("u,.vv,.l 
thOse co"trols. Ho .... v.;.r. it is .. sli"~
aled that controls i.'cr-~~~~ lrlf~r"al 

IHOI CHI Of::5 OF lllJ.IECTI VES 
fiNO F'OLI(\' Il1l'LEttEtlTIIllUtl 

1. GOt: p •• ,.,·id ..... ftIIJ wilh .!I ",·itl~ •• 
d .. scri plJ '~II 0:>1 1"9i 51 ali O,i -sf 1"0: til,,) 
the "u'."'IIio,...-.,.l Ltf Pt.' ze. f,!'"uc~~.-;:~..,d 

"~i~'" c.)""t .. 11 t i ...,~. LI"br.~ .•. ljneJ Hi ..... ' 
9rai l>s. 

2. (;Ol! p. v·.··, d •. '::; fll (I wi lh ... i ~ t "II 
.:onfi r".,li .... I t •. ,l t.t,,, "",-I, ... l r"'Jul-
.!Iti .. " put. Ii c i I Y ca"p.li .~" has t. ........ 
cor •• lu.:t.;..1 10 • .1 Ih", I1IlA i~ ., ti"",ly 
"anr • ..,r PI' J' If f tJ I t,.~ l lJfiII'ott'··:; 

"ar ' . .;.li "oJ ., .. .!o :·v"~·. 

1. (;Ot~ p ..... ,-io1 ... !' tHD wilh ""'iftw" 
confi,'"al i •.••• tt •. ,!. disbicl a .. ai 
pr·ovinc.i .... l ."IJ't.,'tili..,~ 1 •. :.11'" I.y.·,. 
infur""d 0' tl .... '.'J"I.,lion., d .. ,~,.
ibed il, 0; I) .!I1.ovw .,,',.j th.!ll lI, ... ir 
.:o"pl i ano: .... i I.h th .. !: .. CUI'r~rot I aw~ • 
• -ttgul ... t.i ......... !l1 "J rio] i..:i O~ i ~ 
,· .. quir.d. 

1. The G('~ P"OVl dv:; HI D .. i lh .. d ll ... " 
conri,·n.,t"i" .. th.·.l i l ha!' jll!'t.nJct .. rt 
U •• tti"isl.y •.• i f1g,-icul tu,'Qo th~l f.l .... 
Far" Han.'o] ..... " .. l ['ivi ~i on i ~ n.!ln<t~f ".J 
lo coIl., l. c'J"pi 1 ~ .!Ind di ss,."i .. 051 ~. 
via tI .... ",,·1i ". tI.Qo tlOR "Ml .. n~i •.• tt 
, .. rvi c" ", •• o! ol.h ... r ,,<.l"i ni st,. at i v. 
o::t.aht· .... I~. ""0; fi.::ial ~nd (.ffi.:i ... 1 
"arkQOl p,.~ r:" i "for"ali on 0 .. 'l""i" 
4Ild tlu,·tio: •• lt'J,·.,1 O:('""(I.1i tj~~_ 

Z. Th.. Gl)t: ~.r.wi d"s III D ... i H, .. , i It.,,,n 
.vi<.l ... nc ... lIl.!Il lI,,,, ttOft h~:: d,,· ... lop ... oJ 
.,r.d is i "pi .·",'IIti ~.~ ., pl.,n fur 
int;r-"'4~.i"'J t t,,-· .. Jl-·=ur-acy. li"lpIl i,..;t,!-~. 
rli'li .,IJi I j t., ... ",J u~o? .)f It.,,, l1ull·!' 
di ss .. "i ~a t.~.·1 ".~I·I. '" '. pd c~ 
i nfo,·rt.!lt 1 u. I. 

1. GOt: p' .) .... i .j .. " I ° Al [. ..., i ~ t.·" ..... ·l.1-
.. "c" It.~1 tI ..... It"in·.lion (.f .,11 
"ove""nt 1~'.rllt·,)l-:,. t:'n "~1 Zri:I. "·,,1:'';' 

produ..:' s .!tll" lllli."",. h.'!I~ l'~",,. q.'III.:'5'.t t,Q" 
."rld .~I"'':IIJI •• ; ... tl .... ,1. tt. ... , ••• blj.,: ,.. .. ...Jl·., 
..3r.d ,s.J..,ic •• :d r ,.,tl' ... tt ,-:"~,..t •• l!'. 03,,-1 llt."l 
ttl~ -1i ~tr ,.::,t. ·-,11.1 olh..,,· a.:f"i tli ~t~r ~-
li vu aulh.,_ ill ... .!C tao'". b..., .. " nut I f j ...... 

H.·. I tI ... ,,' ··.:· ... I.lio!\".,-~ j,!, t·w'1',i ... d. 

BEST AVAILABLE DOCUMENT 

r.ElAII OifSIIH' II.' I.... I." I 
IIT"£'~ Dlllf('~: 1"1:.11.1'"" 

lh .. i,.cr-&oo!l~.,-" I~. 11,1 .• ·1. •• 

"OV"I1,.,.l 1 J"i '~. t I •• .., .' I. 
w.s~ oS'-.CI'"J-') j .. t ..... ,: Uh !., It. 

;!':po,.~'_'r IliJd (..,.,· ... ·"1· .. I " 

F"-t)&.]rd". r'.~ U.:'I'" ••• I; 

Pr .. .,jI.Jc..., FI ..... l'-.J • 
j"I'.3I-:1 1', ,.Ji·,;I, I' I ." •.• 

t.a J~ •.• ..: f_'J.~ 11'1 " .. ' .·.1 ' .. 
15 ill -":U"pJ ... t l1li.' .f· . 
CSRI' .~ •• J IiX; .1 ..... , ..1 .' 

rh .. pt _io .. s HI". •.••• I •• 

'·u,.d<;od t.y I h .. ,.", 

T t.~ "'.'V':'-""''' t ....... j •• : 

jnL-Iu.J ..... ir. • ,·I,t, It I' " 

(I), u.s .... ,. til'" , •.•• " .1 

'h .. ~tl th ... i""&I".f 

1 EWlr·.. If~nll I I 
.-:r"" r ..... ·w.:. .. ,;! •• '1'" 
, •. ,~ .• lI ... , Ii' .. , II •.. 
ttO.., ... """" ... c .. ,," .:·1 

D 
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BEST AVAILABLE DOCUMENT . 
M 

fjaJ 
_~1. ____________________________________________ ._ .... __ .. _______ .. ______________ . ... _ _ ________ . .. 
POLICY REFOR" ''';,;'' ORCY.GROUHD IHOICfHor:s I .... ODJECfll,'ES 

···k: AHO POlllY I "Plt:MEtUtfflOH 
- . - ~ "" ... ". . , 

________ .... ___________ • ________________ • ______________________________ 40 ___________ -.. • .. - __ •• __ • _____ ... 

1. Th.. Gov .. rrl,.,enl wi II re,.,o". bean:s. 
"ill.' •• bnd sor¢IUtt f'ro" the list or 
sch.d'Jled c:oftftodi ti .s. 

5. Tt.e Gov .. rn ..... nt. through the 
Hinistry or Public Uork:s. will 
i IIo:r .. 03se tt,,, ,",.cu .. r .. nt budg .. t support 
f'or th" ~oads Maint.nanc. &ranch by 
10~ in ",· .. al H t~r":s (l ncn"",0"t41 per
c .. ntag. inc .... as .. I .. s:s th .. prev4iling 
innalioll rat .. > annuollll\l. 

Oolite of I,.,ple ... entatioll' O .. c ..... b .. r. 19'30 
."d conli, .... ed each .., .. ar th .. r-eart .. r 

alo"9 lo consune,'S and producers •. 

A co,.,,.,odi ti es "sch .. d'JIi "9" gi y .. s th .. 
govvr""",t authori •. .,. to i "t .. rvo". 
in ils production. ",,,,,·k .. tino;l. and 
consuftplion. Hi!:turic.411IJ. th .. 
gov .. r",.,."t Ioas not i "l.'·v ...... d in lh .. 
b .. atts. sQrgtlu", a .. d "'111 .. t ,.,-II .. k .. ts 
lo a si '9"i fi cant .... l .. r.t. Pr .. s .. nlly. 
HCPD "as I .. ss than olI IO:! ::;I.a,·" ror 
b .. a"s and 5?- sholl,'. f... so, 9101J... and 
"ill .. t. 

Oe-sch .. dul i r.g loIoul d not Ij ... i t GOII: 
.. toility to int .. r" ...... wh ...... n .. cessary 
t.o provid .. pric," suppc ... t. It would 
rr.. HCPB resourc." te. be us .. tf ,.,o .. e 
.rf'~liY .. I\I a"d cOlltriblJt .. lo priyat .. 
s~Lor conf'id .. nc .. in liL .. r .. lizalion. 

The .. U"ination or ... (.,,~ ... ent conlrols 
and the disse"inalion of ... a .. kel info .. -
..aUOn will hav .. Cj,· .. at .. ,· ... rr ... ct ir 
tr ... spo .. t. costs ..... .:oneul· ... ull \,I 
reduced. At p ..... 5"r.l. tt,,, ..J~terio .. otifl'iJ 
:llat. of roods linldtllJ fa,'", to ,.,...-k ... t 
rOa-JS (i .... Clo:;s C and lo"g .. r [J 
roads> inc .... as .. ' tr on •. port c'Jsts 
si 911if'i conti.,.. 

Road i "'p' Ov""ents ... i II to.,v," J1ol1Ni ... u ... 
.. cononic inpoct only if ... oinl .. nance 
is assur .. d. GOII:"MoPU r'J"o1 ... oinl .... 4ne'" 
r.sour·c"s have d"c I i .. "d allr,u.,,11 y liS 

p.w-sonn .. 1 co:sls ha\' .. ~tr!'o .. b ... d i "c .... o,
il'9 profl"rli Oil' of H.,PU· s lot 01 
budo;l .. t. 

I. Th... GlU: pr n~ i .f .. :!' ttl 0 with 
writt .. rl "vi.i",,,: .. lhat bw-lln~. Hlll .... 
and sorgllu", ' •. : ... "" bp .. n I"ll'no" .. ..J f, .) ... 
tt,. Ii sl of !", ... dul .. d cl) ... ttOdi ti "'~ 
atld that tI,i:!' r .. i 0"" 'la.5 I, ..... 
goz .. ll"d .u,o:! 'J'I'''·''JloCoJod yia tlw 
publ i c ... ".11 a ~1Il.J 4d ... i "i ·.l,·.~ i v., 
charon"I::. 

1. Th.. GUK wi 11 p .. ~.vi d.. AllI ... i ttl 
w .. ilt .. n " .. id,""c ... that t .... nilli.il.r':.l 
or r'ubli c ~(.rI 5 has i r,cr .. as .. d lto .. 
r.curr.n' 1,. •• Jq .. t support ,'or n""-
sol""'J i I .' .... ~. f.),' tto .. Rood., HAi n-' 
t.nonc. [;, ..... 0:1, t.y "",. I .. ~s ti, .... IO:! 
in "r"-III" 1 ..• ';-,.,5 olIt,d ""S Il .. l t1 .... : . 
r •• .5l1Pd .11 ... ·,Jolio',s to thllP F:o,,"ds 
""ir,lo"o",;", El, .~IIC:" b .. low the blJdg'" 
all OC4t. i IOn t 01 tt.oI- r. .... yoll l-:t90 .. ·~tl 
fi sea I y .... " .• 

z. In 1.0 c:, ....... sh:oll I·"SO'II"C.:!' 

b.. ....,1.. <tv .• i \ .. bl.. f"or n'JII-p'" :'o .. .,r .... J 
t I ... "S in U,. I: ..... , Hoi I·,t ... n."'.· ... 
Draroch·s b""g"t L':I .... ducing ".h .. , 
road ".it.t ..... o.,.-'" 1 ... 1 .• L .. d I .... '.~ .. l 
all oo:-",Li ''"':, 

~:ELfl1 J I)tt~;HII' I II 10", 111':1 

uHlER lIIIltl)J;: i '1:101.1 :.11; • 

foil o ... i "<1 "~"" I I . "1"" , 
'· ... Iui'·i "9 H •.• I_ I .. '1" •• ' I I 
b.;. r "'!--III,·vqd I •• , rh I I' rh. I 

.. ". ~d'."~"'-,oIJ¥ i It ".. I,.f' .... 
1."9" 1""· ... ,,, ..... 1." I .• I 

lh~ .$ho,·'. I ...... III 1'1 " •• I 
r1onindl .. tI." J ." '1" • " " 
which ltl"'~ ~"w: .• · ... I., ...• 1 
H,aj,-.rji'J or t ... ·,. 1",.,110"""'1 

Thill d"s,-t.lio,j'll ""'1 . f I" ... 
..nd ... i II",t 100.11 "', I"'" II,. 
t •• "" '·e .... ·q .. Jr .. :-..:.I' .,', .,- "1" 
AI ltlOIJlJh it I· ... 11,11. II.·. 
fr'-,,,~,,,o,"'l· • ..,1 f" to' o' t.' I·.f I 

no ro,~"~1 r.I .... :. I •• , .a .. 1 I. 

Pr~vi ( .... :5 ~ •• ,J ,.,., '" I •• "I •••••.•• " 

fo.:U$ "" UJ"J'·.:III, "., •• tt .1 
o!IItW "1 ..... '· ' ....... I!. 1::11 11- -·11 ' . 
i"pr·o .... " tt" ... I i "I •. ,..... .,. 
wi ttl H,v ".~ I ...... " t·" , .• ,. 

.... lwul I,. 

(JonClr~-; ~IIPJ".r I, ... , II.. " •• 
rr ... gr~" ar ........ , •. , .1.:. III', .. 
.'or IiItI.5\" ihq J '~'I"I •• -, t. ,. 

.:-n·,r,'!';' t .. el,.·ti'.11 ••.. ;.t.-• 
of' .It.,,·,.af i •. ·•·. t .It.,it I.'. 
.:)!!t l4>:"'~ ('III ' ....... ,". I .f.o 
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OFFICE Of THE VICE·PRESIDENT AND MINISTRY OF FINANCE 
T.I,,,.phic ... ddress: 
FlNANCE·I-UIIROBI 
T.let)hone: 338111 
WIll" repl!!"" plu.. quol. 

Ref. No. ~'.Al.f/L?I.91 ..... 
,nd d.tl. 

Mr. Steven Sinding 
Director 
USAID/Renya 
NAIROBI. 

• 

RE. KENYA H}~ET DEVELOPMENT PROGRAMME (KHDP) 

THE TREASURY 
·P.O. Box 30007 

NAIROBI 
KENYA 

I refer to the letter from the then Acting Director responding to my 
letter ref. EA/FA 9/03 dated 7. December 1989 on the above subject in 
which you adequately responded to the issues raised by the GOK 
ear11er. 

The GOK now formally makes a request for the funding of the programme 
which is in support of our strategy to increase the efficiency of 
agricultural marketing. 

The proposed programme corllbines support for market roads rehabilitation 
initially in seven districts r.~mely:- Kakamega. Kisii, Kitui. Nakuru. 
Narok, Nyeri and Uasin Gishu. GOK commitment to the policy agenda for 
liberalizing the marketing system for agricultural commodities, particularly 
maize within the framework of the 1989/93 National Development Plan. 
In addition the programme is geared towards improving policy analysis 
capacity within selected Kenyan institutions. 

The GOK is constituting a negotiation team under Treasury chairmanship 
and will include representatives from the Ministries of ARriculture. 
Public Works. Supplies & Marketing and the National Cereals and Produce 
Board. Mr. Kioko wa Luka of this Ministry has been directed to co-ordinate 
the exercise. We look forward to further continued co-operation between 
our two governments. 

~ • ..!~~ 
Yours..",,-. " 
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I. oescription of project: 

Thv vUtpOG~ ¢£ Lh, Klnya Market Development Pfu9fKm i~ ~¢ 
develop selected mar~et areal and to improve the policy 
.nvi ronment for marketing 1n Kenya. The .Oc:t:oC.ez: 11,. 19.9·8. 9AIP 
statel that the program will consist ot several components (1) 
a $10 million OFA - funded sector 9upport program to achieve 
policy retotm, disbursed as ~ash conditioned upon ~chievement 
of policy changes 1 (2) host~country owned local currency 
generated from the DFA cash grant, which will be used for 
development of physical infrastructure in secondary market 
towns, including establishment or improvement of p~ysical 
markets, provision and/or improvement of utilities, improvemont 
of urban roade, bus paths ~nd other tranoportation facilitiesl 
construction of water and sewer facilities; promotion of 
revenue-generating public works such as commercial parks, 
storage and procesGin91 and substantial rural ro~J construction 
and Rehabilitation; (3) a $S million DrA-funded rrojec~ grant, 
to provide technical aSlistance tor strengthening Kenya'5 
market information system, for research and evaluation 
activities to assist in policy development, and for aSSisting 
in strengthening local governments, and related training and 
commoditiesl (4) a $30 milli~n RIG sector program loan 
guarantee, to be used tor the same purposes as the DPA local 
currency gen@raticns, to the extent that they meet BIG 
criteria~ (5) PL 480 Title III local currency use offsets, 
whioh will bo uced for the lame PUtPOOQV ~G the orA local 
currency generations to the extent that they me~t Titl~ III 
criter1a. . 

... ". a;l(GnJiliatluli vi &'fa'.u'~1 "'-'Ul::I~1 '2J11.1 M"'1 uJ l.u,'a "r 
EnvIronmental Impacta: 

1. Th11 I£E covers only components (1) and (3), t.he DFA-fun~A~ 
Ilctor cash 9rant and the DrA-funded ~echnic~l ~A~(fttance. 
Comp?nent (2), the local currency deposits generated by the $10 
~illl0n OFA sector cash grant, is not Iubject to Reg. 16 as ~ 
.ega1 matter, since the local currency will be host-country 
owned. However, tbe aqency guidance on local currency 
progr~mrning (97 State 327494, October 21, 1987); para. 5.1c, 
requires that the program contain respunoible safeguards 
ensur1~g that environmental concerns will be taken into account 
for thlS element. 

2. I~ the HrG c~~ponent is retained in the prcgra~, an. I~E 
.. o·,t:l .. ·~~ .... LOI'1 ~ • t t:: b I .. .oJ' •• • ~ .- .... -: "'\0 ...... eee 0 e su i:i._~e ... ·i:rncc·,:. ..... e''l .. , .. ,"" 4., .. "". ... - I.·.. . ... , • - ... I - •• ~ • " ftiIti •• , ~~~e Re •• ;~!c: :0 PAAJ E~t~!!s!on . 

..: • .!.;: ~ =: ;: :.:: ',;0,,:: :: : .. -...... -............ . ~~~ :~~:c ::: :C~~: C~~:~~~~ 
. , .... ,. ~ ".' I .. '.. ... ::.~ .~;.;": ,'" _ .. ~ ':" ~ 
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II I. Recommended £nvt ronmental Ac:t'!onz 

1. Component 1, the $10 million DrA sector qrant disbursed IS 
cash, q,ual1fies tor a cateqoclc:al exclusion II ndAr RAg'. 16, 
section 216.2(c)(l). 

2. Component 3, tbe $S million DrA - funded technical 
assistance, trainlnq and evaluation grant, q~alitiel to: a 
categorical exclulion under section 2l6.2(c)(2)(1), except to 
the ext~nt that it may include an activity directly affecting 
the enVironment, SUch, as construction. 

.. ~ 
"', :.. 

, " 
" 
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FOREWARD 

The P.L. 480 Food for Progress food assistance proposal 
has been submitted as a principal annex to the Kenya 
Market Development Program Assistance Document, FY1990 
- 1993. In preparing the proposal, we have borrowed 
relevant sections of the PAAD document and condensed 
them into an executive summary piece. We believe the 
Food for Progress proposal strongly supports the major 
goal and purpose of the KMDP Program and should be 
reviewed accordingly. A formal Food for Progress 
request cable for DCC action was submitted on January 
26, 1990. 



P.L. 480, FOOD FOR PROGRESS PROPOSAl 

I, INTRODUCTION 

The Kenya Market Development and Food for Progress Program 
goal is to assist the GOK in achieving increased 
agricultural productivity and increased net farm incomes, 
The program purpose is to develop a more efficient 
national maize and bean marketing system that will provide 
greater price incentives to maize and bean producers. 

In order to achieve the purpose, the program will provide 
$10 million DFA Dollar Sector Grants and $40 million in 
Food for Progress commodities for policy changes that will 
provide a supportive policy climate in which more . 
efficient maize and bean markets can be stimulated in 
Kenya, An additional $S million in DFA funds will finance 
technical assistance and training to institutionalize 
policy analysi~ capability in relevant GOK agencies, 
Local currency funds provided by the GOK will be used to 
rehabilitate and rnaintain 1,SOO kms of inter-market roads 
serving those markets, The program will provide overall 
support and specific assistance to: 

* 

* 

* 

* 

eliminate movement restrictions on selected 
agricultural commodities; 

disseminate information concerning market regulations 
and prices on a regular basis; 

identify, plan for, finance and undertake investments 
in road infrastructure and maintenance; and. 

increase the Ministry of Agriculture's and Ministry of 
Public Works capacity to analyze, design, monitor and 
implement investment and policy decisions, 

By 1994, the end of the four year program period, 
USAID/Kenya expects to see an environm~nt where informal 
sector maize and bean marketing arf no longer constrained 
by administrative controls on inter or intra-district 
commodity movements. Analysis indicates that the 
elimination of maize and bean movement controls currently 
in force will result in an approximate 2S-30% reduction in 
marketing costs, Marketing cost reductions will result in 
an approximate 7 - 10% increase in farmgate maize prices. 
Marketing costs will be further enhanced by a 4S - SS% 
reduction in transporter operating costs resulting from 
r~habjljtBtion of inter-market roads. To sustain the 
ilrrpr,)u('In'~nt:s. th(> qovcrnment will incrNlSl~ non-,lersonnel 
ro·, urr'o.'nt budg(,t SlJpport for r'lJrtd Ifliii n~ l'nClne(' by 10':<. 

: : ..• i I I II " _;, L h I) ,. t. h,:, I. It r L' " Y I . (11~ ';) I II .,~ i ! I nil I y i. n JI)'/() 

: J :.:. J; ~. U11;' I t.'tP',,-:I t y .:11 govl'r'IIIIIl'I'!l :l n~ l." LIt llins 
•. ' : .. ,n··lhl .. rllr III,'Ir'k.-·t: \nfnrlll-'lf illn d\····''I'I!n o:,l·j,)11 ,,,,,rj 

: ; •. :';. I :' . 
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II. BACKGRQillm 

Since gaining its independence in 1963, Kenya has been 
among the best economic performers in sub-Saharan Africa. 
In the past five years, Kenya1s economy has achieved an 
annual growth rate of close to 5% per year, following a 
period of sluggish growth in the early 1980s. Recent high 
levels of economic growth have been fuelled by: 1) strong 
agricultural growth made possible by highly favorable 
weather conditions, increased fertilizer utilization, and 
policy reforms that have improved farmer incentives; 2) 
increased imports that have been financed by lower oil 
prices and increased foreign assistance; 3) increased 
government spending (nearly 20% average annual increases 
in the past five years) to "prime the pump" of the 
economy, also funded by donor assistance; and 4) stron9 
performance in tourism and horticulture. Also significant 
is the fact that Kenya'S population growth rate has begun 
to slow, decreasing from 4.1% in 1984 to 3.8% in 1989. 

As Kenya e~ters the new decade, however, there are signs 
that the growth spurt of the late 1980 l s is weakening. 
Economic growth for 1989 is likely to decrease to around 
3%, while inflation is re-emerging as a major problem. 
After averaging under 10% for the p~st five years, the 
annual inflation rate is presently estimated at over 15%. 
Recent declines in the international coffee market are 
weakening export performance, and it is unlikely that the 
increases in the numbers of tourists that took place in 
the latter half of the 19805 can be continued. Beginning 
in 1988, official grants, loans, and International 
Monetary Fund (IMF) lending combined to become the lar~est 
source of foreign exchange, exceeding coffee, tea and 
tou~ism earnings combined. But it is not certain that the 
hlgn levels of foreign assistance that Kenya has receiv~d 
in the past few years will be maintained, especially given 
the new demand on donor resources emanating from Eastern 
Europe. 

The growth and development of the Kenyan economy over the 
next several decades will depend largely on the 
agricultural sector. The food and agriculture industry, 
which includes farming and supporting service and input 
industries, accounts for approximately 67% of gross 
domestic product. The sector employs over 70% of the 
population, contributes approximately 60% of foreign 
~xchang~ ~arnings, and provid~s nearly all the country's 
food suppljes. lho average annual growlh rate in 
Ctqricu)t-urnl (;or for 196~ .'7'), llln$ 4.6%. L111t d.~clinl~d I:.) 
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2.8% during 1973-87. With a population growth rate of 
3.8%, Kenya's agricultural secto~ must achieve a 
sustainable gro~th rate over 4.0% if Kenya is to achieve 
its development objectives. This gro~th must be achieved 
through increased productivity (i.e., value-added per 
hectare) due to the limited supply of arable land. 

The lack.of a ~ell developed marketing system is a 
disincentive to increased agricultural productivity. Of 
the various constraints to market development, the 
economic analysis carried out by USAID demonstrates th&t 
poor roads and inappropriate market policies produce the 
largest single set of constraints to market development. 
Better inter-market roads ~ould allo~ faster movement of 
goods and less vehicle maintenance. This reduction in 
marketing costs, in turn, ~ould lead to an increase in 
farm profits as reduced marketing· costs cause a rise in 
on-farm commodity prices and a fall in on-farm costs of 
purchased inputs, 

Kenya's official marketing system has a SO year history of 
rigid government price and distribution control. The 
National Cereals and Produce Board is the implementation 
vehicle by ~hich the government's ,Iistributional and price 
control objectives are pursued. NCPB is unique among 
cereals boards in African countries in that it controls a 
significant portion of the annual marketed surplus. The 
monopoly and monopsony po~ers of the NCPB that underpin 
this market share have their foundation in national la~. 
There are s~veral fairly extreme aspects to these la~s, 
including legal provisions ~hich esser.lially make 
harvested maize the property of the state, Ho~ever, these 
legal foundations for extensive GOK participation as the 
dominant ~holesaler ~ould be totally ineffectual if it 
~ere not for t~o other key supporting policies: movement 
controls and the cereals pricing policy. 

Movement controls on agricultural commodities are enforced 
through the use ·of movement permits that must accompany 
any shipment of 8" "officially scheduled" commodity being 
moved. The economic and social analyses for the PAAD 
reached several conclusions regarding the operation of the 
permit system: 

.... Obtaining permits can be very time-consuming and 
costly for many private sector traders; 

Oblainjng pprmits tn move mdjz~ on contract ~jthjn lhe 
II (f',rl'ln1 ,:hr'lnn.~l<,;" (i.p.., 1:1) Ih" Rl)nrd, l:he mills, ')r' 

/1'Ulo; 11'1.· 1"','Ird fur' r".·f"..],·)n ("'r'li,in d"flC'iI. i'U":'i1r.) j~ 
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not particularly difficult. Howeuer, obtaining a 
general permit authorizing market-to-market private 
wholesale trade is much more difficult and, when 
accomplished, is often subject to the payment of some 
~ype of IIrent" or similar, unauthorized transaction 
cost; and 

Not hauing a mouement permit subjects traders to 
arrest and seizure of merchandise, but also presents 
~pportunities to collect IIrent ll at the numerous 
roadblock control points. 

The analysis and the setting of prices are carried out in 
annual price reviews. In recent ~ears border prices have 
been a key ~eterminant of gazetted producer prices; i.e., 
prices have more nearly reflected import/export parity 
than was the case in the past, Potential incentiues 
resulting from reasonably high producer prices have been 
offset by late payments to farmers for commodities that 
are marketed through parastatals. This situation has 
resulted in serious liquidity problems, especially for 
small scale farmers. 

While the GOK has consistently increased gazetted prices 
to more closely reflect production costs and import/export 
par'ity, the reuiew process has resulted in an official 
pri~e structure which does not permit temporal or spatial 
price variation for most commodities. This policy has had 
the ~ffect of discouraging private storage and increasing 
marketing costs, It has also contributed to the 
misallocation of scarce ~ resources since prices do not 
reflect local market conditions. 

Official prices for maize regulate each phase of the 
formal marketing system from farm to mill to consumer. 
Prices apply within one July-June crop year and are 
largely undifferenti&ted seasonally or spatially, The 
policy of fixed prices has resulted in the burden of stock 
adjustment being placed on NCPB management, with heauy 
reliance on importing and exporting, Decisions regarding 
when to import and when to export require efficient and 
effsctive NCPB management, and good ouerall economic 
management by the critical decision-makers in the central 
government. 

The result of these policies has been a growing loss of 
GOK budget resourC9S which, as much as anything, has 
s~rv~d a~ ~ spur Lo looking al sysl0m roform, rndp~d, 
ri~infJ NCPIJ I)p •. 'r~l·inq It)$s,~s "J('r,~ (,~t·ill1at.~d (n:c, 1988) nt: 
;",:.,;, ) ,1',1.11') III'" (dIJ(.lJl i,l;'I) IIIJ 111'111) 'JII lIl1.' l'I/l/l/t'/ 
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season, added to the cumulative losses in the previous 5 
years of KShs. 3.5 billion (about $240 million). Of this 
amount, KShs 2.5 billion has been attributed to exte~nal 

~ trade deficits arising from maize stock management (NCPB, 
1989). In summary, critics of the formal maize market 
believe that the system of controls adversoly affects 
marketing efficiency. The conclusion is that the control 
legislation has resulted in a market channel chftracterized 
by: 

* Low operational efficiency and resulting high per unit 
marketing costs; and 

* Low pricing efficiency as reflected by pnor regional 
and seasonal market integration and inst~~ility in 
market conditions. 

In conclusion, the stated objectives of movement and price 
controls are not being achieved. Instead they are 
creating market inefficiencies which impede the growth of 
~~e agricultural sector. The controls have created a 
market zystem characterized by unnecessarily high 
marketing costs, uneven $p~tial and temporal integration, 
a high degree of market instability, and potentially 
increased food insecurity. Food insecurity is 
particularly a problem in the marginal arid and semi-arid 
areas which do not fully benefit from NCPB inter-regional 
transfers. 

Ill. PROGRAM STRATEGY AND RATIONALE 

As a result of government polici~s and the deteriorating 
state of inter-market roads, Kenya's grain marketing is 
excessively costly. Unnecessary marketing costs result 
from inefficiencies in the consolidation and 
transportati~n of maize, beans and minor grains. Some of 
these costs result from the impact of poor roads on grain 
trader vehicle, fuel, spare parts. and time expenditures. 
Other cos ts are due to the effec t movement controls have 
on discouraging the exploitacion of economies of size and 
increasing average unit handling costs. By lowering or 
eliminating these costs, and by reducing trader 
uncertainty regarding the impact government policies might 
have on investment returns, market efficiency will be 
increased and market entry stimulated. The resulting 
market competition will help pass cost savings along to 
producers and consumers. 

{~~I ]"jn~;nq policy (hang.:':', lAlith jnlj/·c,tlll"·nl!'- jn 
",1/"':1;011 1,,1.1'011 /"Inn i nf'H'ItI"I' illn i IIlr.-1:, I,r'"r.l'ur(', KMOfJ f' i l.~ 

",;,.'Jl I ... :llj l!.(. (;UK':, dl·vl·jupltII'nl ~,lr"11"'gy {ur ll't •. · cur",>nl 
t.;"I,,,,,',,,l P/":1'1"pln('oI~' plrln (1"':"'.' ,'.11,1 ~i,r'o)"(:" r"li'7': 

'i." . ; '"", I •. ".1..'1 f I f I. 
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maize, beans and minor grain marketing by eliminating 
policies that constrain commodity movement from surplus to 
deficit areas. Concurrently, the program will reduce 
transportation costs by providing inter-market road 
improvement, and by redirecting government resources 
toward improving roads carrying significant but overly 
costly market to market agricultural supply flows. To 
enhance market transparency, and underpin the privat.e 
trader confidence essential to increased cereals market 
investment, KMDP will also assist in the dissemination of 
market regulation and price information. The identified 
policy reform, road improvement and information activities 
have the potential to significantly increase maize and 
bean~ market efficiency and overall agricultural sector 
productivity. 

To support and highlight the policy dialogue concerning 
maize and beans movement decontrol, market transparency, 
and inter-market road improvement, sector grants and food 
aid assistance will be provided to the government on the 
ba~is of performance based conditionality. To further 
enhance marketing efficiency, local currency contributed 
by the GOK will be used for road rehabilitation and 
maintenance, as well as to support market information 
dissemination. Government local currency contributions 
will also support technical assistance and shor·t-term 
in-country training for the Ministry of ngriculture and 
Ministry of Public Works. These two institutions will be 
responsibl~ for (1) planning and implementing components 
of the policy reform agenda; (2) monitoring and evaluating 
the impact of reforms; (3) carrying out the physical 
inllestments in road infrastructure development; and (4) 
further defining a long-term reform agenda. 

KMDP is designed as one component in a multi-donor effort 
to develop a more efficient maize and beans marketing 
system. An efficient marketing system will direct 
marketing and production resourc~s to their most 
productive uses. It will help the government in ensuring 
stable maiz( and beans prices and food security without 
creating excessive and unnecessary burdens for the 
national budget. Through the recently defined IBRD 
Agricultural Sector' Assistance Operation II (ASAO II), the 
EEC's ongoing Cereals Sector Reform Program, and the KMDP 
planning process, the Bank, the EEC, and USAID nav~ 
reached a con~ensus with the GOK on a near-term policy 
reform agenda for the maiz~ and b~ars marketing syst~m. 
ThC" four··yr:'or KMDP I.lrill support the :il11p]r:'mc'ntation of 
r,.·F/.Irlll~ (If: 1110:' i n(tlrma 1 Cf'rl'n 1:; ~;"C Ult' And h.'lp I.hl~ (~nK 
.1: •• : Ii! 111.'1· d""o.W~·, ch'!.1 n • .' <1 IIIIJl.ll IJr(lrlu,·:' rvf or"l1 pi (11)'''<1'" 
•· ... p . .'t:l,'d 10) ~(. Llllpl,'1I1"lIl,.J I)V'.'" Lill' 11,.',,1- I.e'n yl~.1I··;, 
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IV. PROGRAM CONDITIONALITY 

E. Program Conditionality and Negotiating Status 

The principal policy issues and propos ad reform measures 
outlined in this document have been discusseu and reviewed 
at the Permanent Secretary level in the Ministries of 
Finance, Agriculture and Public Works. The analysis 0" 
which the policy agenda is based was directed by the. 
Ministry of Planning and National Development (MPND) 
Sectoral Planning Civision whose chief was the chairperson 
of the original KMDP Development Committee. This 
committee was composed of technical representatives from 
the Ministries of Agriculture, Planning and National 
Development, Public Works, Supplies and Marketing, and the 
r.Jational Cereals dnd Produce Board. The MPND 
representative also chaired the Committee's review of the 
analyses, findings and r9commendations. Within these 
fora, GOK representatives have agreed with the goals 
outlined in the reform agenda, although questions remain 
as to timing and specific indicators. Finally, the market 
structure policy reforms are in complete accordance with 
the GOK 1989-93 Five Year Development Plan and Sessional 
Paper No.1 of 1986. 

The following is the su~stance of the non-routine 
conditions upon satisfaction of which disbursements will 
be made. It is anticipated that during the course of 
negotiations there may be non-substantive refinements in 
the language of the conditionality and covenants. As 
specifically noted, for each condition presented, the 
condition may apply to the project and/or the program 
and/or the PL 480 assistance. The language of the 
conditionality will be designed to reflect the mode of 
assistance against which it is written. The underlying 
principle has been to link policy-based program and PL 480 
conditionality" To allow for adjustments to a dynamic 
policy environment, some flexibility has been 
intentionally built into the conditionality. Yearly 
implementation plans for the institutions involv~d in 
carrying-out and analyzing tho impact of the policy 
reforms will help to adjust and refine the reform agenda. 
Likewise, the variability of agro-ecological conditions 
within Kenya, fluctuating international agricultural 
commodity markets, the impact that the cereals sector has 
~~ GOK budget deficits, and the important rol~ that 
agriculture plays in the Kenyan economy also demand the 
f10xibilily that ha~ been dpsi9n0d jnlo the conditionaljty. 

BEST AVAILABLE DOCUMENT 
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Ii Condition Precedent to Initial 
"Disbursement/Assistance (npplicable to'KMDP . 
Project and PL 480 Assistance) 

a. For Initial U.S. $15 Million PL 480 Food 
Assistance Only 

'b. 

Prior to the provision by A.I.D. of the 
initial U.S. $15 million of PL 480 food 
assistance, or to th& issuance by A.I.D. of 
documentation pursuant to which such 
assistance will be provid6d, the GOK shall 
provide, in form and substance satisfactory to 
A. 1.0.: 

Documentation confirming that the GOK, through 
its Ministry of Finance, has formally proposed 
a Kenya Mark~t Deve16pment Program line item 
for inclusion in the budg~ts of the Ministries 
of Agriculture and Public Works which shall 
not be less than the Kenya Shilling equivalent 
of U.S. dollars 40 million over the life of" 
the Program. The schedule for inclusion of 
said funds shall be the subject of future 
Project Implementation Letters (PILs) to be 
issued by A.I.D. 

Projected date for compliance with CP: April 
1, 1990. I.f 

For Initial u.s~ $tM~llion KMDP Project 
, Disburseme~t Only 

Prior to the disburs~m~nt by A.I.D. of any 
funds made available under the KMDP Project 
for technical assistancp. training or . 
commodities, or to th~ issuance by A.I.D. of 
documentation pursuanl lo which such " 
disbursements will bp ,"4d~. the GOK shall 
provide, in form and subs lance satisfactory to" 
A. 1.0. : 

Documentation confirmlrg that the GOK, through. 
its Ministry of Finance, has formally 
concurred in writing with the Request for 
Proposal (RFP) for t~chnical assistance, 
training and commodity procurement to be 
fi.nancp.d under thp. KI'nYrl Mrlrket Dp.v('llopment. 
P r n; (. C t n q r Ii' c' nil' n I 



Projected date for compliance with CP: 
September 1, 1990 

2. Conditions Precedent to Each Subsequent 
Disbursement/Assistance (Applicable to KMDP 
Program and PL 480 Assistance) 

Prior to the disbursement/~rovision by A.I.D. of 
any sector dollar grant and/or PL480 food 
assistance, or to the issuance by A.I.D. of 
documentation pursuant to which such' 
disbursement/assistance will be made, the GOK, 
through its Ministry of Finance, shall provide, in 
form and substance satisfactory to A.I.D., 
documentation confirming that: 

a. The budget allocations for the Ministries of 
Public Works and Agriculture have not been 
reduced below the budg~t allocation levels for 
such institutlons established in the 
Government of Kenya's Forward Budget for 
1990/91. GOK Kenya Shillings provided to such 
institutions as otherwise required by this 
Program are to be additive resources for such 
institutions and shall not be included for 
purpo~es of this Condition Precedent. 

b. The Minist~y of Public works has increased the 
recurrent budget support for non-salary itRms 
for the Roads Maintenance Branch by not less 
than 10% in "real" terms (increrrental 
percentage increase less the prevailing 
inflation rate) for the year previous to the 
year in which the disbursement is sought, and 
has not decreased allocations to the Roads 
Maintenance Branch below the budget allocation 
for the Kenyan FV 1990/91, In no case, shall 
resources be made available for non-personnel 
items in the Road Maintenance Branch's budg~t 
by reducing other road maintenance related 
budget ~llocations, 

c. The Ministry of Agriculture (MOA) has planned 
and conductdd a publicity campaign via the 
press, radio and administration services to 
inform consumers, producers, and the relevant 
public and private sector part.ies of the most 
current laws, regulatjnns ~nd policies 
nff,~ct·ing t-h.~ 1O')V"m,,'nl' ,~nd lila rkl',t- inC) of IIld; I.'? 
"""(I(,,'~:.l'tI III.ij/". b,'t,.r.,: III,: J('l :ind sut'gllUl1i 

l.dUiln .1I.d b"1:111""11 .'.d:.,II,io.l.r',:,1 iv.:' di:;l.ricti-. 

BEST AVAILABLE DOCUMENT 



10: .. ~ , 

·I'he specific requirement for compliance 
:with. this condition shall be the subject: 
of a PIL to be issued by A.I.D., but at a 
mi~imum shall include: 

(1)' For each year for which disbursement is 
sought, a written description of 
legislation affecting the movement of 
maize, processed maize commodities, beans 
and minor grains within Kenya. 

(2) For each year for which disbursement is 
sought, a schedule of public announcements 
for removal of movement. controls on 
specified agricultural commodities for 
that year. The specific requirements for 
compliance with this cDndition shall be 
the subject of f~ture PILs to be issued by 
A.I.D. 

(3) For each year for which disbursement is 
sought, written confir~at1on that the 
publicity campaign set forth in (c) ~bove 
has been conducted by the the MOA in a 
timely manner prior to that yearls 
marketing seasons. 

(4) For each year for which disbursement is 
sought, written confirmation that district 
and provincial &uthorities have been 
informed of the requlations described in 
(c) above and that their compliance with 
these curren~ laws, regulations and 
policies is required. 

3. Conditions Precedent to Specific 
Disbursem~nts/Assistance (Applicable to KMDP 
Program and PL 480 only) 

a. Initial Tranche Sector Dollar Grant 
Disbursement (U.S. $2 Million Sector Grant) 

Documentation, in form and SUbstance 
satisfactory to A.I.D., that the GOK has: 

(1) Through its Ministry of Finance, 
in~tructed the MOA that the MOnis Farm 
Manag~ment Division is mandatp.d to 
c:nl1c.r.t, cl.lmpile and di~sl'lOin~t~, vi..l I'h~ 

J~' 
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media, the MOA extension service, and 
other administrative channels, unofficial 
and official market price information on 
grain and horticultural commodities, to 
begin with the 1990/91 market season; and 

(2) Through the Ministry of Agriculture, 
developed and is implementing a plan for 
increasing the accuracy, timeliness, 
reliability and use of the MOA's 
disseminated market price information. 

Projected date for Compliance with CP: 
December 1, 1990 

b. Second Tranche Sector Dollar Grant Disbursement 
and PL 480 Assistance (U.S. $3 Million Sector 
Grant; U.S. $10 Million Pl 480 Food Assistance) 

Documentation, in fnrm and subst~nce satisfactory 
to A.I.D., that the GOK, through the Ministry of 
Finance, has: 

(1) gazetted and announced via the public 
media and government administrative 
channels the elimination of all movement 
controls on beans and has informed the 
district and other administrative 
authorities that their compliance with 
these reformi is required; and 

(2) has removed beans, millet, and sorg~um 
from the list of scheduled commodities. 

Projected date for compliance with CP: 
April 1, 1991 

c. Third Tranche Seetor Dollar Grant Disbursement and 
PL 480 Assistance (U.S. {[}Million Sector Grant 
and U.S. $15 Million PL 480 Food Assistanc!) 

Documentation, in farm and substa~~e satisfactory 
to A.I.D., that the GOK, through the Ministry of 
Finance, has gazetted and announced via the public 
media and government administrative channel! the 
elimination of movement controls on maize and 
malze products and has instructed district and 
other admjnistrative authoritj~s that their 
cl"lInpliancp. lA.it:h t:h(~~f" rc·f""Ir'ms is rf"quir,?d. 



4. Covenants 

Projected date for.'! compliance'w1~h cp:' April >1 , 
1992 . , 

a. The Government of Kenya does hereby covenant to 
undertake an assessment of the environmental 
consequences of it.s road rehabilitation activities 
f.nanced by its contribution to the Kenya Market 
Development Program, which assessment shall include: 

(1) a review of adverse environmental impacts for each 
said GOK ~oad rehabilitation design and e~ecution; 
and 

(2) a plan for mitigation of identified adverse 
environmental impacts, if any. 

b. The Government of Kenya shall provide to USAID, on a 
no less than annual basis, a report setting forth for 
each completed road rehabilitation activity financed 
by ~he GOK contribution to the Kenya Market 
Development Program to include: 

(1) a description of each road rehabilitation activity; 
(2) a statement of the adverse envir~nmental impacts, 

if any, of said activity; 
(3) a description of steps taken to mitigate said 

adverse environmental impacts; and 
(4) an evaluation of the success or failure of said 

mitigations. 

c. The Gouernment of Kenya does hereby covenant that, in 
addition to specific requirements of the Conditions 
Precedent set forth under KMDP, it will seek to 
increase real road maintenance budgets, allocattons 
and e)(pendi tI.!res to a leuel commensurate "lith 
requirements to maintain efficient inter-market 
transportation of Agricultural commodities. During 
program implementation, the required increases shall 
be the subject of annual consultation between USAID 
and the Ministry of Public Works, the first such 
consultation to oe held no later than May 1, 1990. No 
les~ than 30 days after each such consultation, ~~e 
GOK shall provide a report describing its proposal for 
com~liance with this covenant. 

d. Th~ Government of Kenya does her~by covenant to 
m~tntain th~ l~gislatiue and administrative roForms 
(·stClb":'ir.hNI undr.-r this pr·ogralll. 
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J. MONITORING AND EVALUATION INDICATORS 

a~ Input Indicators 

Program inputs comprise the resources used and 
activities undertaken under KMDP and FFPR. Continuous 
moni~oring of selected input indicators will tell us 
whether and how efficiently the program inputs are 
being delivered. 

Input indicators will include the following: 

Amount of dollars disbursed to GOK; 
Amount of GOK funds committed 
(and used) for agreed upon actj"ities: 
Tons and value of PL 480 commouities 
supplied; 
Number and level of technical assistants 
hired; 
Value and type of equipment and machines 
delivered; 
Additional policy and institutional 
reforms defined; 
Number and level of Kenyan staff trained; 
Monitoring and Evaluation system 
developed. 

b. Output Indicator~ 

Program outputs are the policy and physical changes 
that are produced as a result of the program. 

Output indicators will include the following: 

Elimination of movement restrictions on 
maize, beans, sorghums and millets; 
Written descriptions, campaigns and 
public announcements of specific laws, 
regulations and policies affecting maize 
and bean trade; 
Evidenc~ of announcements concerning market p~ices: 
A road improvement plan that is based on 
economic criteria for selection; 
A study of means to increas~ road 
maintenance; 
A plan for incrl?ased relianCE! on pr'ivate 
contractors in road mainlenancp.; 
I ncrE'asE'd GOK non-sa] ary ;-<'(,lJrreont budgp.t 
for rOnd tndintf'nancr>; 
K"j 1.)"I .. I(r"~~ (I( r"htlhil"iln,,'d r'IJ ... ,h .. ; 
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Improved capacity for government policy. 
analysis, policy implementation arid 
investment planning; 
Improved capacity for market information 
collection and dissemination. 

VI. BENEFICIARY IMPACT 

KMDP economic analysis shows that the net benefits from 
the proposed marketing policy reforms and from the 
inter-market roads program amounts to $73.3 million at the 
end of ten years. The road improvement program will 
result in immediate benefits as producers and consumers 
gain better access to mark~ts, and traders experience less 
transport costs. The most important benefit stream, both 
in tgrms of policy reform and in terms of the size of 
annual benefits to the Kenyan economy, is that ass~ciated 
with the elimination of movement co~trols for maize. This 
summary points out tnp. expected impact of reform on 
beneficiaries and losers among Kenyan maize producers, 
trad~~s, millers and consumers, and the potential effect 
of resuitant change~ on agricultural productivity. 

1. Beneficiaries 

Elimination of movement controls will result in 
significant gains in income for those medium-scale 
(8-20 ha) farmers who concentrate on maize 
production. These farmers have a sizeable market 
surplus. Smallholders in grain producing areas will 
experience relatively modest gains in income because, 
typically, they sell small amounts soon after harvest 
when prices are low. In a fr'ee market, however, this 
category of farmers, because they are less prone to 
drought, would get higher incomes during deficit years 
as prices rise due to scarcity in other areas. In 
good years large scale farmers will get higher p~ices 
created by competition, but even larger financial 
benefits would accrup. in deficit years as they market 
large quantities to drought affected areas. 

Among the traders, large scale. lholesalers 1IJ0uld see a 
big improvement in business. L:fting of movement 
controls would make their operations more profitable 
and allollJ ex~anded wholesaling operations with greater 
efficiencies. These large benefits 1IJ0uld attract new 
entrants causing effective competition and higher 
producl~r pric(·s. Majol" marketing cost savings will bt 
i:I r'C'!.u]' (If lh) 5 ilflpraVL'IIINll 1 n Opc-r'dt lana] eff icit:'nc 'f 
,,~h !I:h I" l:ul~r"nt'll1 lIIlPI'rI(lr·rj I.)Y I r· .• ·! .. · r'I;'~ !-r'le '"LOI1". 
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savings of approximately KShs 65.00 a bag of maize as 
it moves from the farmgate or first handler level to 
the mills, wholesalers or retailers. Under reform, 
small scale traders using dcnke~s and moving small 
loads on matatus ~ill retain their niches as strictly 
local retailers and 'first handler' assemblers. 

The posho milling industry would continue to grow in 
both urban and rural areas, with areas currently 
experiencing grain shortage due to seasonal deficits 
seeing the highest growth. Posho millers would save 
costs currently incurred due to maize movement 
restrictions and would have no difficulties in 
obtaining grain to deal with the unmet posho demand. 
especially in the large urban centers. 

Maize consumers i~ all income groups would benefit 
under reform. The biggest impact would be on 
consumers in seasonal deficit areas such as the lake 
Basin, Central and Eastern Provinces, and urban 
consumers in the 10'l/·-income category. Price 
distortions due to restri~tiQns on trade cause 
unfavorable seasonal price swings in seasonal deficit 
regions. This situation would change as supplies move 
more freely, and "hungry season" maize and bean prices 
fall. low income consumers who spent approximately 
40% of food expenditure on maize would be better off 
as grain and posho flour become available for 
purchase, Normally, this group prefers unsifted posho 
which costs KShs 4.20 per Kg. as opposed to KShs 5.60 
per Kg. for the sifted flour, a 30% difference. Apart 
from access, this group would actually reduce 
expenditure on food by an estimated 13% by eating more 
of the preferred cheaper posho fleur. Consumers in 
chronic deficit areas like Kitui and Marsabit would 
see a smaller impact AS NCPB is likely to remain the 
main supplier. NCPB has aw~ll developed supply 
network following recent food security concerns over 
these areas. At the same tim~, lhese areas are not 
currently served by competitive private trade . 

. 2 . Losers 

With reform. medium to small stale wholesalers are 
likely to be squeezed out unless they shift to more 
cost-effective means of transport. Currently. they 
move srnall loads on matat!:l.~ or on tOP of buses packed 
in 1.5$ than ] b~9 loads to ~s(ape inslituljnn~l 
I ('nn·· .. ,..: I inn r.1l~.I·; and Lhl' p.-.l I U', And do Illd ,""kc' IIlllt:" 



-' 16 -

money on their operations. A day's turnover is about 
one 90 kg bag. making about KSh. 0.30-0.50 per 
kilogram and therefore approximately KShs. 27.00-45.00 
per day. Permitting large trading volumes and lorry 
load shipments of 8 tons and over would mean that some 
small scale and medium scale traders would be out of 
business .. A few large milling companies represent the 
second group that would soe reduced advantages in a 
less protected situation where they would need to 
compete for their supply with private traders and the 
smaller posho mille~:. 

3. Long-run Impac~ 

The longer-run effect of undertaking the reforms on 
the growth of agricultural productivity will more than 
offset the short-run losses. 

First. under freer marketing. small scale maize 
producers can be assured of marketing their surplus 
produce. Consumers of maize. the country's food 
staple. can be assured of supply. Given more 
confidence in the ability to buy and sell. many 
subsistence farmers will be willing to shift to 
commercial production. First. they will produce more 
maize because they can sell it and improve their 
income level - a supply response to availability of 
effectiue maize market and higher prices from trader 
competition. 

Second. as subsistence maize produc~rs become more 
commercialized and see a reliable supply of maize 
during drought and off-season periods. they will shift 
to higher ualue enterprises to earn higher incomes. 
They will increasingly depend on purchased maize for 
their food. This is a slow and continuous process of 
change that is alr'eady evid.;!nt in some parts of 
Kenya. These shifts will force people to consider 
comparative advantage positions in choosing new 
enterprises. Under such circumstances. farmers will 
earn higher incomes making agriculture a more 
attractive industry and a major source of growth. 
With agriculture becoming a more profitable 
enterprise. there will be less need for farmers to be 
partly ~ngaged in inefficient low paying small scale 
maize trade. At that point. t~e group that is 
initially displaced by more ~f' ~ cient traders may 
choos,? to Cl)nc.~ntrdtp. on farml"q. 

\ ')7 

http:27.00-45.00
http:0.30-0.50
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At the same time, increase in commercial agriculture 
will create more trading activities at local levels 
and create employment for extra first handlers, who 
can assemble produce and ma~e more than the KShs. 
27.00-45.00 that this group makes today. Before this 
happens, there is evidence that indicates that the 
unprotected large scale farmers and millers have the 
ingenuity and the resources required to adjust and 
reap benefits from a growing economy. 

UII. FOOD NEEDS ASSESSMENT 

1. Wheat Grain Overview 

Since 1910 Kenya has experienced an incr~asing 
structural deficit in wheat. While the GOK has 
recently stated a desire to achieve self-sufficiency 
and has raised producer prices to enc~urage this 
strategy it's believed that there will be little 
opportunity over tha next 7-10 years to substantially 
increase wheat production because of: (I) the scarcity 
of suitable land resources; (2) the capital-intensive 
nature of Kenyan wheat production; (3) the 
sub-divi~ion of traditional wheat belt acreage due to 
population pressure with a concomitant change-over to 
maize production; and (4) the already r91atively high 
yield (2.25 mt/hectare) of the current wheat 
technologies now employed. Together these factors 
have limited production increases to less than 2.2% 
per year. Simultaneously, the demand for wheat has 
been increasing by approximately 0.5% per year as a 
result of population growth as well as changes in 
consumer taste, perceived convenience of wheat 
products and increased income associated with 
development and urbanization. The result is that 
currently Kenya is producing only 50% of the country's 
consumption requirements. 

Presently the country's production - demand gap is 
approximately 230,000 mt and is increasing by 
approximately 2s,boo mt annually. If this trend 
continues, the wheat gap will more than double over 
the next seven to ten years. An examination of the 
estimated costs to Kenya in financing this deficit 
reveals that the expected wheat import bill will go 
from $40 million in 1989, to $71 million in 1995, to 
nearly $100 million in 2000. 

\1~ 

http:27.00-45.00
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2.·Current Year Situation 

An examination of Kenya I s c'.:rrent year food balance 
(July 1989 - June 1990) for wheat shows a current 
jstimate for domestic production of approximately 
250,000 mt which is about 5,000 mt less than last 
year's production. Non-food use (seed, feed and 
waste, etc.) will total approximately 23,700 mt 
reducing the gross production to a net production of 
approximately 226,300 mt. Kenya entered the crop year 
with carry-over stocks of approximately 120,000 mt or 
roughly 3 months supply. Figuring in a net change of 
stocks of approximately 45,000 mt, Kenya's total 
domestic wheat supply equals approximately 271,300. 
With a total consumption requirement of approximately 
457,230 mt (19.1 kg/yr per capica) Kenya's import 
requirement for 1989-90 will be approximately 185,930 
mt. Total projected commercial imports equal 88,000 
mt thereby leaving Kenya with a remaining total food 
deficit of 97,930 mt. At the current allocation rate 
to millers, Kenya will have no stocks of wheat by June 
30th. The domestic wheat harvest in Kenya begins in 
August. While the GOK continues to explore commer~ial 
options to meet the expected gap, the scarcity of 
foreign exchange and relatively high wheat prices 
hinder their ability to procure the necessary wheat. 

VIII. COMMODITY AMOUNT AND SPECIFICATIONS 

1. Amount 

$40 million of U.S. wheat over three years: 

FY 1990 $IS million 
FY 1991 $10 million 
FY 1992 $1S million 

2.. Type and_Specifications 

U.S. No.2 Hard Red Winter WhPdt in bulk: 
13.5% maximum moisture cont~nl 
Minimum II.S~ protein. A htgher protein level is 

requested for blending purposes. 

,IX. TIMING OF NEGOTIATIONS, SIGNING AND DELIVERY SCHEDULE 

·6. Negotiations: Country T~am wi]l enter into formal 
n~qotiations with Host Gov~rnm~nt as soon as DeC 
i~~U0S ncgntjftljng jnslrucljons 

r75 
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.. 
b. Signing: We anticipate a signing before March 31, 

1990. 

c. Delivery Schedule: Commodity delivery schedule will 
be subject to GOK meeting conditions precedent to 
initial disbursement, Food need and requirement that 
commodity be lifted before end of fiscal year. We 
estimate that GOK will request commodity to arrive in 
country not later than June, 1990. 

d. Packaging and Mark~ng: Not required. Bulk shipment. 
No BNT required. 

e. Port of Discharge: Mombasa 

f. Consignee: National Cereals and Produce Board 
(NCPB) 
P.O. Box 30586 
Nairobi, Kenya 

X. OCEAN TRANSPOR-'-ATION ~: 

Country team requests ocean transportation costs to be 
covered under the multi-year foud for progress agreement. 
We request these costs to be included in the actual yearly 
commodity costs. 

4. Country team requests that DCC review the food for 
progress proposal expeditiously. Mission Director 
Sinding plans to ue in AID/W from 2/26 to 3/9 and 

'1719J' 

would be available to participate in the review during 
that period should the DCC so desire_ We look forward 
to your comments, negotiating instructions, and draft 
agreement language. 

http:Mark'.ng
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1. iOLLO~:I NO IS A k~ VI Slt ANt AMPLU'IFD A ID POLICY· 
I~'1~UCTIO~ k~GAanI~G t~! C,!~ 1dANtF~BS. It I~PL1~.~f~ 
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FOR (A' DCLLA\S AHD (~) A~f LOCAL CU~R£UCY ~BICU fH~ 
ArCIFn,~T GOVrRNl":lUT ~I:Y :': IiIO'JIRfn to DrpOSl'l poaSIlA~" 
'1'0 1:fr ClSH THAN5r~R AGRi.&-Mit.TS. 11' AP~LIIS Ot\l,Y TO i~l' 
CI.!!I TJUtin'ERS AND NOT OTP£R l'GBHS 01' DISBURSl:t1EN! UHDllt 
I!il IaSSI STANCI (eI PS. PROJFCrS). IFrrCTIVI ltu1EDtAtIL1, ' 
THIS GUIDANCE sup;;a~~Dl.S IctF£RINCi: U) U ITS iNtUtt!I, .. 
AS ~ILL AS ANY OTHFR COIDANCI ON CASH fRA~:F~K &~PA!AT£ 
ACCODNTS ISSUED TO ~ATt. ' ~ 

2. i'HIN USING THl TraM fO CHARACTEIU ZE A IiOD~ o,r AID . 
ASSISTANCF. AiU nrrINrs CASH TPANSFfRS AS TbI tURNISHI~~ 
OF RAPI~-DIS~URSING ~ALA~C~ OF PAlMFNT~ ASSISi~NCi ON A 
CASh !A~IS TO A aECJPIt~1 IN rUR\HlBAUCl or U~Iftn 
STAtIS NATIO~AL SIC~~l~Y. ICO~CMJC ARD D~VILO?~lUtAL 
OPJ£CfIVlf. speCIFIC PUqPOS£S VARY AHC~G RICIPI1Nf 
CCtNtifIi!j ',S 'SF'!' rO~TH ·IN DOCU~~'!TATIO"'. U~UALLY A P'AD, 
ACCO~PANYI~U TU~ CA~H TRANSFIR hIijUI~~. CASH THANSFiX 
ASSISTAHCE'JOR »ALAHc~,or PAYMENtS SUPPORT PDRPOSiS I~ 
TO Er DISTINGUISBFD fROM ~ROGiAM SICTOR ASSISTANCi AS 
C!U.!UCTZ:RIUD IN Rh:F ,(C), AS ~ELL AS CON'l'RJllUTIONSi 1'0 
lNTIBHA'1'IOU".L ltTHD!.' CONGRESS HAS 1'RADITIONALll 
BI~O~~IztD TB~ U~I~UL AND'VALUA~Lr CEARACTFKISTICS or 
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'HI DISTINCTION ~ITWiIN'DJ CASH TRANsrrR AND COMMODITY 
'SSI~TAHCl PROGRA~ MODiS. VARIOUS t!~ISLATIVE 
BEQOIR£~EH!S. SOCH AS CARGO PBBfBRiNCE. NORMALLI 
'PPLICA~LI ~O OTBrR FORHS or ASSISTANcr~ E.O. CIPS. 
SiC TOR PROGRAMS, AND PROJECT~, HAVi NEVE& APPLIED !O 

. CASR THAHSfrRS. rar iY 87 eR HAINTAINiD T~IS LONG 
a STANDINC RULE WHEN IT lSTAFLISH~D SIPARATr ACCOONtS !f 

SPXCIFfINC THAT,FUNDS HAY BE OBLIGATED AND EXPENDED AS 
CASP. r!!ANS7~IlS .~on/lTliSTAN~INCi OrnER P~OVlS~O~S Of ,LAW', 
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.CR ASk INCONSJST~~T WITij THE CASH TRANSfER NATUR~ OJ 
JCH ASSISTANC!. I~f CASH TRtNSFFH ASSISTA~CE ' 

AGRl:l'MENTS. THEliEFORE, CONTINU}o! TO BF. I.XFMPT rROM THE 
PROCURtMINT RECULATIONS APPLICABL£ TO PROJECT ASSISTAHC2 
AND CO~MODITY IMPORT PROCRAHS W~ICH ARF INCONSISTFNT 
~ITH TH~ NATURE or ~HE ASSXSTANC£. AT THE SAHt TIHE, 
iOTH AID AND rRi CONGRISS ARi COMCfRMFD tiODT THI 
POTlHTIAL FOR INAPPR~paIATE USE 01 FOREIGN tXCHANGI' 
PROVIDED DNDER CASH TaANSrERS. . , 

3. IN ACCCRDANCE ~ITH STATUTCRY PROVISICNS CONTAIHID ~H 
tHl iY 1987 caNTINUI~G RESOLUTION, ALL CODNTRIES . 
itC~IVING CASH 'TijANSPIR ASSISTA~CI IN rxcrss cr DOLLA~~ 
~ MILtION 6PLIG~T~D AFTER FtBRUARY 1. L987, WILL ~~ 
niQUIRID TO EStABLISH A 5~PARATE ACCOU~T 0& ACCOUNTS 
~NTO ~HICH ~ILL BF PLACID TRF DOLLA& ASSIS~ANCl ANO A 
stPAHAf~ ACCOUNT OR ACCOUN!S FOR DIPOSIt~ or tCCAL 
CURRE/ICY. TRi LEGAL BEQUIR~MEliT rOR S£PARhT,~ ACCOUNT~ 
IS HAD! AFPL1CABLI TO ff 1938 BY Tar CON~IN"IHG 
RESOLUTIO~. (SPlCI/.L INS~'R!JCTIONS fOR DCl:.LA~, . 
ACCOUNTABILITY IN THE CAS~ or ~iST AND C~NiHAL AFRICAN 
t10Nl~rA!U' UNIONS ARE INCL!lDED ·IN HEl' OS) A~l) ARI UNDER 
R1VliW. A~ AR~ SOUTB~~~ AfRICA ~~ND AND lA3TER~ ~ 
CARIEilAN C~RRINCY UNION CA~lS. FU~TEri ~UIDA"Ct rca 

"':C~Sls-·e"C~:- AS THI.Sl IS ElING DEO .. LOPID. ,. N01·E'::AtSO~=u.:...:: 
IF TBI CASK TPAHSfIR ASSI~TANCI AGRIrMr~t rOfS Not' · 
PROVIDt roa LOCAL CURRENCY DEPCSITS, SEPARATE LOCAL ' 
CURRENCY ACCOO~T(S) ARE N~T R£QUIUED.} iB~ HOUS~ ~ 
APfROPRIATIONS COMMl1TfI RIPORf ACCOHPANYI~G THE' 
CCNTI~UING B~SOLUTION ALSO DIRICTS THA' D~POSI!ED~OCAL 
CUaJil~CY' liE TRACKAPLE A!~D NOT B~ CONHIt;GLED •. TRE S~NAT1! 

, APPJiOPRI ATIOHS COI1HITTf! RFPORT IlfRlSSES C'ONCFBN OVia 
THIRD COUNTRY COMPETITION WITH u.s. E1P03TS ~}TB" 
RIFIP.INCI ~O T!fl: DSI Oi' CASH TRANSFER DOLLARS. ~ 

,. DIS!ORSEHENT or DOLLARS SHALL p~ ~ADr. EY AID UPON 
REC~~!!NT'S B~QURST Arr~R ~ATISFACTION 01 AHY CONCITIOUS 
p~rCIDrkr. RICIPIJHfS OF CASE TRA~Si!RS WILL ~j 
lXPlCTEIi '1'0 ACCOUNT roa 'I'BI' DISPOSItION or DOLLJ.a~ Al'!i.i\ 
DISP~R~EMENT »Y AID. IN ALL CA~~S, TH~ DOLLA~ ACCOJNt 
I~T0 W~ICH THt fUNDS AFF LIPCSITfn ANn r~o~ WHICR'~BI 
FUNDS ARE Rlt£ASED FOk'AGalED-UPON USES MUST 1~ 
SfPAiiATI, AND ~Ht IDNDS MAY N()~ lit CONHINGLl£D. PJUOI 'fa 
'HE OSE Of AN'! DOLLARS iROH A Sl:PIJU1'E ACCOIlNT, AID AND, 
THE BECIPI!NT WI}L AGREE 'ON 'fHE CENtRAL USiS or TH. -
DOllARS AND SUCS ~S!~ w~rRrVIH POSSIBLF ~It~ If 
I Dl:N'I If lEt IN THE CMH! ThANSFl.R ASSI~'l·AtlC.L "'GRI;l;~NT, 
DOCUMENTATION PURSUANt TO TR~ AOREEHihT HAY AMPLlfl 
iIQUJRfHINT5, ~DT PRlrrRA~tY SBOULn NOT SUDSTITorf 101 
AN Q~D~B~TANDIHG ON USiS IN 'fBI I'BINCIPJ.L J.GIl:DMENIJ'-, 

. . 
tJHCLA$~IFIID: 
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.~{/AORJ:)'M};NTS SHOULD ALSO Jtl!~'Ll!C1' '!'HAT, AS It MA1'Tl:K OF AID' 
POLICY. D~LLAR OK L~CAL CURHF.NCY ~EPARAT~ ACCOUNTS Ai~ 
fO pr INTtRtST-!EARJNG, T~ ~RE ~XTrNT ~UCR ACCOUNTS ARI 
PERMITTED UNDER HOST COUNTRY LA~ OR k~G"LATION A~D. IN ' 
~HJ CASE Ot LOCAL CUhkINCY ACCOUNTS. no NOT UNDFnKJNf 
INTr.HHATIOHALLISUPPOlTED ~TA8JLIZATION AGR~t~NTS OR 
SOUND ~ONtTARY POLICY. ANY INTtRtST ~ARNED ON DOLLAR'OR 
LCCAL CURRfNCY ACCOUNTS MUST El PROGRAMHI» ANn USIb AS 
11 IT ~EB~ ~RINCIPAL. ' 

~. far 'AI. AND if e7 APPROPRIATIONS ~Itt AND THII! 
Ll:GISLA1'IV~ 'HISTORY R·~r.OGNIZF. ,gp. ~I~THit;'l'IOt: ~ET.'!EH 
TBt Ct~P TPANSFEh AS~I~TANC~ Mon~ At:n OT9~R rORMS or i~7 
AS~I~tANcr. AND MAkJ I! CtrAp. T~AT sTAfUTOiY PkOYISIONS. 
fHAr APPLY TO PROJECT AID ANn CIP ASSISTANCi (in. CA!GO 
PRrY}~rNCF. STRICT SOUReJ/O~IGI~/COHPoUrN'~Y aUIES. ,~~ 
CO~P~Tl~lON IN CON'RACTING Acr, A~D &0 O~) DO UOt APPLY 
TO CA~H TRANSF~U AID, SINCE TP.EY A~E INCONSIST~Hf WIf~ 
t~~ CA~P fRANsiFR NATUB~ OF fHi A~SISTANcr. 9C~ivre. 
JUnG.'~lN'ls DO 9AVE TO l!E MAD}; AS TC WHICH OSES OJ', . 
DCLLA~5 IU TR£ Sr,PARATi ACCOUhT SHOULD.»! P.iRMITTi'.AND 
SPJCU'JCALLY API-ROVIn IN "EF Aflf'J'Nr"T. APPROP1UA'1'i , , 

PHoeinUH~S fOH SPECI~YINO AND T~,crINl u~~s C~ DOtLA~~ 
_ltiL:U.Si D i'riOM THr SFPARATJ ACC~!JN'f, .A~n· ASSOCIA'l'fD • , 

ACCOtTNTAEILlfl' ARRMIGEMEHTS: ·WILL 'lAf:Y,--Dtlli.'NDINC 'UPor. 
THJ ~~'UR~ OF T6~ A~SI~TAUCJ. fP~ RECIPIF~T#S FO~EICH 
~'C~~NC~ t~D IMPO~T R~GJMr~, T~~ INT}GHITJ or ItS. 
I.e cell NT ING SYSTEMS. 'Tllii POLITI CAL ENlI IRONMENT. AND OTBla 
J'ACTORS. (S:£, ALSO PAR'AGBAPJ f\ llrLO~.)· TOl: l\ASIC 
SPiCTRur or FOREIGN EXCHA~G~ AND ACCOUNTABILITY &tGIHI~ 
IS l:~SENrIALLT CHARACT£RI2'ED IN THF POLLOWHIG , " 
SU~PARAGaAPRS. AID'S OVI~ALL p~rFF~F.NCi IS iqR u.s. 
IMPOR~ FINANCING WI~G RSr CASH 1RANSr~~ DOtLAk~, ~HETBli 
TiikOUGP DIRECT DISBU8 n:t1£NT. REI,.,:.'1RSEHEN'f OB AUCr ION ' 
A~RA~GFHINTS. DJ'H'1' SIRYIer IS AN A;'T~JiNATIV!·o AS IS A 
!L~kDING or IMPORT rIN~NCING AND DEBT SE~VICE IN SOME 
Ir~ST!NCJSe' IN CONCIRT ~'l"r. TI!f' HJLrViN'l' RtGIONAL 
~UJU.I.D I PREFERABLY DUh ING "Hl. PAAD APPROVAL ?llCCrSS, 
t1HSIONS ~qOULD aEVIl!~ THin: lU~IMi:S MID MAJ01 A 
JUD~rM;nr AS Te.WHICH ~OST CLO~lLY RlrLfCTS THZ , 
SJTUA~ION IN '1'H~I~ RtSP~C1'IVt ~O~~ COU~TSII~. AND faiN 
PBOCiED TO'TAILOR D~~~R'US~ AND AceOUNTA!ILITY 
ARRAHGrH~N'1'S TO SOIT TSE INDIVIDDAL COUNTBf CONTIIT 
WH"BI N THE,..PARAr-tETiRS or 'rUE llAS I c: REGI MES l PROV IDED. 
N0Tr THAT tACH Of TH~ APPROACHfS REQUIRE~ AD~QOATE 
~CNITCRINa AND AUDIT RIGHTS ACtttD TO ~Y TH~ RiCIPIJHt. 
AMON I'l'ORING. COMMI1.MiNT 'BY AID ~·~Arr. p~ I OD Ie 

~' 

~~~t~~~l~~~aR~~g~~I~~M~bIIr.!A~~~b~I~~~~,~~~ E~LtAa 
HOI~COt1PLIAtiCII WITH .TAE AGIUlI:f1!:wr ON usts. . 

(A) W THOSi R~ClPIrHT 'CCUNTRlJ S WHERt IMPORts . 
iORlICN lICBANGX ALLOCATIONS~ AND. PhtSUM~BLY. tXCHANGI 
BATrs ARE STRICTLY CONTROLLED EI GCVrRNMFNT OR MONITARY 
AUT&OiH' liS, oANV ~~l:RI S[1~STANTl.lL .LIEia~LIZ.lTION ('\1.' , .. 

. . '··1- ... ., ..... \ 
UNCLAss~rIID ". ·STU'I '~125.?,S~/~J~ 
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UNCLASSIFIED STATE 32~7e2/~2 

.';UCtJ COhTJiOLS IS NOT UNDI"fI~AY. Oh ANTICIPATiD, AID 
(t~£r~8S THAT CASH ThANsr~R DOLLAhS ~I US~D ~o rJHANC~ 

HIPOJiTS flTUf,8 DIRfCTLY OR ON A RfJM~URSAliLE llASI~. IN 
f~~ tvtNT THJS IMPORTS FINANCING ARRANGEMENT IS USEDa . ' -(l) PH IorUTI,,~HQU La m: DUnN to J~bCBr~ ~'B8H Hr~~" 
WITU l/1YCHfS HMIT1k:D ltl Tij.' Ml~S N ~ OM f,P :-s1Jl1R'CI'S 
OH A CASt Bl CASl: BAS IS. • " ' .' .. . '.' . . 
(II) DOLLAR US: SHOULD NORMALLY ~r LYMITFD TO'RA~ 
~AT~RIALS. INT~RHEDIAt~ AND CAfITAL GOODS, AND lS~ENTltL 
CONSUHIR GOOUS IM~0F.T5 AS APPHOVtD PY ~~r MISSION, AH»' 
DOLLARS HOSt· NOT PE USED TO FIUANCE IMPOriT~. SUC3 AS' 
MILITARY ~R POLICE ~QUJP~f.NT. ~P.AT AID COULD' NOT PROCU!~ 
DIltECTLY. ' 

( I V) IT<:t ' . J l' ' C r ' " R'!' • 
TRAN~ 1!"'l'IONS AND SHClIJLD ~E PAB'f OF A TIMEt '" ~ FOR 
CO .... PLr.TING SUCH TRAUSACTlON!:.. 1'rfIS T'tPl' Ot 
ar :rtEUJi SEM.!HT 15 '1'0 :tJ..: D IS'J'INGYJ S.H£D PI( 0"" it Pct't 
A1'THIliUTION MaT', Al'T';1 lUt! S~ OF DOLLAR! ROM Hi I 

5tPARXu: I.ceo N ~ i . ,A, fROCEpg-at-'f:1Pf;OYED IN SOMI laF 
BlCIPIEKT COUNTRIES~ '" . . 

'215 APP~OACB APPROIIMATFS TaT PNf CUR~INTLr USlD, iN fiJ 
~L SALVADOR PROCP.AM AND:MAY BE APPLICA~L~ TO orUtd CASH 
'1'kA~!,),JH lfeCIPI.l:NT5 WI'1'1I UMILAH l'OU:ICit: • • 
ilCDAUCF/IMPCRT5 CONtROL ARRANCi~HiNTS ~hI~I,C~SU 
TRAN~F~~S Aki A SUBSTANTJAL COMPONiNT OF AVAILAELi 
FOH~ICN AXCHANG~. IMPLEM£NThTJON FP.OCEDUR~~ DtVELOFED 
rOT< THI IL SALVADOR PXOO~AM MAl B~ USE~UL AS GUIDAHCi 
FOR OTBlS MISSIONS~ AND Aft~ AVAILA~L~ UFON ftEQUES:. 

(I) In fUOSi Bf.CIPIJNT COUNfkl!S WHIRr SObSTANtIAL 

UNCtASSII'J !D E!Atll ·~25'1921~i. , 

, ' 
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UNCLAS &i~rlON e3 or 0~ STATi 325792 

JIDAC ° A~~E;\ H ,.. 

L l:RA I l!!~C AN 1; M!D MPGttT~ CONTROLS 
IC' C E ,A '1.'1 TlV ern ':'!OA 
Nr(iO'IIATIO~. A AI) WISlnli T A /I II ]:1.TR'·;"1"0wlt;-;;'Q-tS-'HiS 
Ta "'U P'P0llT l:! 0 S 'l'~Y-M'O'V"E's-'l'o't"Xlrr.-O'P1.~X tR F.'r ro~, . 
un " Oh~ ~Jm ... E.CfIU:~P<I HrtlrfNn'f, Tnnmlltn 
cIT9 TR!NSFER DOLLAkS flAY n: APPtrOP'RTAn-:-ttl'N"r-A1JtTtO~ 
S"'t'S'1'%11! RA'n ~f:eH .. !t~nt-opl:'D-A'S-'A'RT-O~ :( S'ttCCESSFlJ.L 
~ULtItO~OK DIALOGUr WITH Tar P03T CCV!kN~tNT. A~~ ARt 
SUPPOli'l°l.D ll't THOS~ DONoa SAND C>:ij.r.kAL l'ORtlGIi EXCHANGE 
Rl'~I.hVl:S OJ' .TRE UEClpn~NT GOn:RNM£NT. AI~ C'ASH TaAH~riR 
tCLLAAS CA~ ~I USED TO SO?PO~T AN h~~TIO~ ~~ . 
AijCtl0~-Ll~i SY~T~M It I -
(I) CASh TKAHSFFR DOLLA~S CiM R!M!l~ fJa~JGAtrD U"tl~ 

'U1'lLIZ£L A~D C.'H it 'l'kACH:D TO IDW:TU'P!Lt l"'POk\' 
ThANSJ.CTIONS. 

U 1) Jt.UC~krafiimt P i,iHI'( 'I!fr. I:1i'LE!"!l::N'loI~~ 
AU~l!C41'l'fj' __ ~~ __ ~ • •. U':cnDBtN~!"';R bott B~. ARl V-
NCT'liSP' roe tlILIUU-,...JUu.tl o~ ••. It ° 3 
r51S t\I;G.\':'I1l; LIST SP.C:JLL lH; ,. LEA .. "":> I 1" I.S A:'II: 
AID EM!:J130C-k' 10 ~UPFLr:"'oF.N1 • CHAP oj ~D LIS1'IUG e,i· 'I-
IH1LIGIP~~ CO~MO»I'l'J1S (1.1., ~!LITA~Y l~UIPM}Nt • 

. .sCAV1IL!.ANct'-l;OOTpMr;N~CLICj; J.Hn LAlI J~~)'QitCE~i.N'l· . . .. . ' . , .... 
COMt'O~ITl!S J.ND Sl RVI CIS, I.DORTION' !QUlfll'F NT AnD'-' 
S[RVICrS~ LUXURY GOODS ANt GAMBLl~G ~QUIP~~Ht AN~ • 
'l'l:AtHf.il riOD U'ICA'U ON lQU IPt1~NT). . 

• 0' 

(Ill) TH~ RECIPIlNT GOVERNMENT AGay~S to USE,CASS' -
'l°ll}.t\Si'l~ DOLLAItS, FCLLO\iING EACR UDIVlIiUAt AUCT-ION, Je!' 
rI~~NcINg or u.s. lrP9RT TRANSACTIONS nPPRovr~ AT TBr 
AUCTION AS FIRe~ PREiERENC~ AND OTHER F~EI WORLD 
fRANSAC'I'IONS AS !iICC~D PRiFiRl'UCl. PR::iJP1NTIAL 
FINANCING OF ItlPC"'1'S ",tILL NOT !f. USED, U:» IS NOT 'MEANt· 
~O, R!DIR~CT THE ALLOCATION or rOQZIGN lXCRAHGl ~o ANY 
SPiClfIC tYPI~ CR 5CUficr~ O~ IMPORTS 1~ A ~AN~fS ' 
I~CCNSlST~~T WITH TH£ MAR'~T~ETlaMIN~J N~TUai ~i TBL 
fOK1ICN iXCHANCT AUCtl0~. ° . 
~ICAtS! or THE A~OVlo FaOVlSI0NS, TC1tLLY UNRES\!I,TED 
Al!C'l'lON S'tSTl:I'!S AQJiJUl'l' 'APEa.QpRJUrMffiS lOa T E USrOl 
CASii-'l'mmtt1ioLLAitS • ANY AUCTIONS or AI D CAsa ' 
~RANSi£R DtLLAaS MUST PERMIT TH~ ust or strAiATi· 
.ACCCDNTS AHD fBctn,DF ',~OB ·tRACY.ABILIT'l, ° • . , 

(C) IN ClRTAIN INSTANCES ~BERr. kECIPIF~~ COUNTRY»I!! 
S~RVIC~ IS A SIGNIfICANT BARRltR TC GRO~'l'R AND ' , 
D:i:VI10PHINT p. on \ill:! r.ft r IN5T l'I'UTIOtHL '.RRANGIHENTS MAt, 
PltrCLUDE THti TRACi.ABLl: U~E OP CII SR TRA NSf£R DOLLARS ..... 
OfRr~'iISI. CASH TRANsrE8 ASSISTANC! MAY,Jll,..JtS,U J'g! 
llIICT PEET _s£RvI~.Cp!:YM,¥~.1'S';:'''TBl! US-E-Of CASH 1'8ANSI'E~~f'O 
DGLLARS YOR ,DEBT Sl.I1VIC£ HAr B1: PAFtTlCUtARl'! ,JUS'l'lrI'&D ", 
'iHIN SUCii SIRVICltiC WILL HAvr A SIGUlFICANT iFFIC'l' :OH -: i 

, LEVEF!!CING ADDITIONAL fLOWS or D~I/ELOPMIN't fINANCE.' " . :' 
~oo"l:u.a, .lID ,DOES NOT CONSIDER ,APPROFaIATE ~Ri,D'S): ,or', :,:,.':~L ' 

• ¢ . ' J ":,.~ ... :-':'~ . . .' . , ... , .......... J.,~.,~ .... \._ 
• . ., .. :.' .! . I •• ...,:..' ." .. : ~~ .,. 

""""C~'1'Pn'1\ ' c:~a"'?' ~?~?Q?/~~':.'(':I'!; --- -_._- -.~"",,,,,,-,,,-.,-,,,-,~ 
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UNCLASSIfI1:D 

CASH tRANSFER DOLLARS fOk ~ERVICING OF C~RTAIN 
CATl1;"qRur6n'~n: ~lclCj31o[jT-r!t.::nIrCEmn=rs: BAV INC A' 
N<m=D!ViLOPMEN'l'AL CRAR;'C~'Fli. T~lIlU'ORF, DTl!T SiRV1CI IS 
Pl:,Rl'il1'1'ED SUBJECT TO 'feE FOLLOWING PiiOV 1505; 

CI) CASH 'IRANSiU, DOLLAIH. r.AY E[Dbi USlU TO C01~" THE 
5EHVICf O! LOAN~ OR CRfDIT~ THAT ORIGINALLY FI~AHCtD 
MILITAnY IMPORTS OR OTHiR r.ILl'r~HI RIQl]lhtP'flHS, t .• G.' . 
fr.S-D1Et, ONLESS, AS DET~P.MINiD EY T~i At~INISTRATOR, 
50tH D~}! Of, CASH 'rHAN~i1:RS IN I,NDIVIDuAL COUN~'!iY .CASl:S 
IS ~ICOGNIZrD ~y STATu~r AS AMPLliITD EY ~TOISLATIVi " 
HISTORY AS VALID. ' -: . . .' 
(JJ) ~Hl:VIC~ cr p~-.: r,Nr.~:J. 'ro llAV! IsirN t~CUaBFn TO 
lIt\J.NCE hu!a (NON iMILn'A~'t) I'1'iMS THAT, AJD COULL N01' . 
rI~ANct E~CAUS~ or SP~CI1IC L~GAL PROHIiItIOHE, i.G., 
~l!0~i'10N l:OUIPMiNT, IS FJP cl!u])rt~ Ti!~S fJiOBIEl1'lON HAS' 

PARTIC~LAR APPLICA~ION TO CUP.HENfLY OR' KEC~NtLY .-J 
CONiEACTIP DiBT ~HFh} RtLrvA~T INFOR~ATIC" IS OR SHO~L~ 
El HEADILY AVAILABLE '0 TfiL MliSIDN.ANt ~HiHE It MIGHT 
~F INPfnRiD 'rHh1 CA~H TRA~SFJP fINANCINO'or D~D~ S~VICl' 
COULl: RAV}; EilN M!TICIPA"~~P. IT' IS fiOT INTl:NDfD '1'0 
RlOUIRE A ~~VI£~ or THi DOCUM£NtS kiLA~~D TO 1Ht LOAN! 
TO 1f SIRVICIU. A RIOUlhlrl~T ~~lCh'WOUL~ NOT Bi' 

=.:.\J}~ Itllllitr1IY~LY 11:h5 IB~E. ' . " .. ,.' ... 
(Ill) CONEISTfHT WITH Tgl AGEIlD RFSTRUCIUkING 
ARRA~G~~ENTS A~D PA~~iNTS SCHFDLLING OF tHJ PARIS ~ND 
LGNDC~ CLUES, ~HE~~ APPLICABtt, SIHVICt OF Dl~T OWED TO 
1~I 0.5. GCVIRHHINT (ilCL~Slvr OF FM~ Dl~t) S~ALLIBAVI 
FIRST PH lORI'll. . • 

.\. 

(IV) CA S9 TRAN:;FIR DOLLAIiS M 1;1Jt USFD FCE S'iBVI CING or 
Dift O~tD fO MULtILAtiRAL DRVELOP~ENi EANl~ AND tllE IMf, 
SUPJIC1 to PRloe CQ~Ct8RENC~ OF THE APERCPRIAti jEGIQUAt 
tSSISTAHf ADHrNISTRAToa. 

:(V) SERVICING 01 Dt~t OTai~ t~~N 1BAT COV~ED, IN 
I 

U Ne r.AS Ii U'I J::C 

'A!:::E:~H' • 
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UHCLAS SICTION~' or 0~ ~TATI ~257S~ 

AlDAC 

SUlPARAGRAPBS (I) THROUGH (IV) ~AY E~ APPROVED ON AN 
IICTPTIONAL. CASE !Y CASE BASJ~ HI TH~ APPHOPdIAT~ 
RlGIONAL ASSISTANT ADMJ~lSTRATOR 1N CONSULTATION ~lf~ 
PPC. 

(D) IN fH! CAsr OJ' THI' RiL:'T1V~LY-AUVANCJlJ lSF 
RtCIPI£HT COUNTRli~ ~HICH HAVE ESS~NTIALLY . 
~A~~ITDIT!RMI~~D rCkFIGN FXChA~~r ALLOCATICN ~ISTr~s. 
LII~kAL IMPORT REGIMES. AND W~LL-FS~ABLISHED STANDARDS 
or F1NANCIAL ACCOUNTA~ILITY. ~~?ARAT~ ACCCU~TS ANn . 
'I"J\ACr,iI~ILI'!'Y AF.l STILL RJ'I.,'UBI'Li. ~UT AID ,S:!OULD AVI)JIJ 
A~Y 'CCOUNTA'I~ITY f~OCEDURE~ ~~lCH ~OUtD HAV~ ~al 
IfH'CT cr lilliPO~N!l FORl:iIGN l::'CCRANQl: OR I MPO~' . 
COtlThOI,~ ,MPJ or SUCH COUNTP.IIS ltiCLUDt. Th!o laTO 
AlLlt~ UHICH AftOkD thE U~IT~D ~TAt~S WITH 5~~r Ot 
ACCISS RIGRT~ AhO nrVILOPING CCDNTRIY~ ~HICH hAVl 
LARG1LY LID~RALI~~D PCLICItS A~b IN5TI~UTIOUS AtOUH~ 
MAR~iTORIENTEn P~INr.IPLES, P~OCEDOP.~S U~Eu. DEt~~MINID 
ON A CAS: ~Y CAst BAS IS. $IICUL'D D! SIMPLP'll'D .'ND ,D1 
MINJ~IS BUT 5TJLL'~~RMIT SlaR~CATION AND ~~hC'I~a Of 
~OLLAf~; U~f Of CA~~ TRANS~IR DOLLARS ro~ D~B~ EARVIC~ 
OR L~R~~ ~CALr I~PORT TRANSACTION~ ~OULr USUALLY It
AtPhOP~IAT~ IN THeft INSTAN~~S, SJMPLlrI~D'HO~ItC~l~~ 

-PEOC1D!JRiS' Ail' ALSO APPROPF.ItTr IN ·TllQSi COUN'1'::nS'~!lIU;; 
AIr to~~ NeT ti!VE A DEV~Ler.MtN~ par.~ENCi. 

6. THi CA~S TaAN~l'I R }~~'1 ~':I.N?~ \A~aiIr.J NT ~P.OUL~ 
PROiID}; APFROPiU/.T,~ AUDIT AND qi!D};PO~n' fROV ISION~ V31CH' 
\,ILL sur~nCIrNTL'C PFOTFCT 'l'Hf A~rNCY. TP.J' AGRrrK~Nf .. 
ShOULD Rl:Ol1!!U: A !If,D~POSI'l TO 'tHl' Sl:~ArtA'f.:'ACCCUN'l'··or 
iUND~ APPLIED TO A DlSALLO~tD U~t, TH~S PtHMltflHQ soc~ 
l'ONLS TO Bi RFPRO~RAMMrn rOR A pr~MITTrD U~E •. 
klCIPltNTS WILL IE RtQUIR£D TO PtRIODICALLl BEPO&T OU . 
fBt DISPC~ITION 0] DOLLAR FUNDS. TypleALL~. ,TH~ BiPOa! 
SHOUlD !TTrST THAT fINANCIAL ~OCU~f~TAtION. ~OC~S'lN~ 
B~CCRtS COVERING fHt USE O~ DOLLA3 FUNDS AU~ P.~I~G· 
~AIK1AI~tn OR CAustD TO'~~ MAI~\AINE9, I~ tCCORDA~Ct 
i'IT~ GHO.F.!.LLY A:C!'PT1!: ACCOU~T1U3 Pr.INCIPLI~ ~i\D 
PRACTICLS CONSI5T~NtLY·APPLIE~. A~D Ad~ AVAILASLi fOR 
Ik~P1C~ION BY AID· O~ ANt Oi ITS AUTBOiIZiD 
&rph},Sl'NTATIV1.~· AT ALL· fIM1S AS AID M!~ RIJ.SONA~LY 
RtQUIRi iO~ A PtRIOD OF 'HatE (3) !~AaS AiT~R THE »&tl 
01 LAST DrsBURS~M~Nt.BT AID UNDER THE C1S~ TaANsr£l. 
31NANCIAL RECOR~S ,~HALL BF SDIT!DLI, AT A ~lN1HU~. !O 
tOCu~INf T~£ ~ITRDRA~AL AND DJ~PO~ITIOU or DOLLA~ fONDS 
iROM THJ SIPARATS ACCO~NT AND T2Eln TRACAING.~O fINAL 
ACCEPTArt~ USES. ?oa tXAMPLE. THIS HAY INCtU~~ CIN'~'L 
iAN~ AND ,CIHM~RCIAL BANl DOCU~~NTS D~MONSTRATINa THAT 
AID fUNDS ~~hi THAHstlHRfD rOOM A HOST COUNTRr CINTBAt 
~ANlCONTHOLLED ACCOUNT TO AN ACCOUNT ID~NTlrIED roa 
rX1iRNAL DEBT a£PAYMfNT. AND THAT DEBT SraVICl PAYMENtS 
ACTUALLY WittE MADJ:: WITH THli TRANSrl:RRED DOU.ARS. .: :':~ ... 
7. LOCAL CpRRENCY ~EPOSITS MU~T BE USED IN ACCORDANCBi: 
~ ~ 1li . ~ ~U SIC T ION S _ ~~ ~ ( o-::-XIflf00-g.-SYcf!,jfj. 53 H D), ,J: 

A.~~:EX H 
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UNCLASSU'Il:D 

JtJOUlkYB THAT loT LlA~T ~e p1:IICrN'l' cr LOCAL CUHJ1rHCT 
C~N~klT~D ~l ~~r CIPS OH OT~~U ~UOQ"AM A5S1~TANC~ 
SUPPOHT ACTIVITI'S CON~IfT~~T WITH ~~CTIO~ le31e6 
O}JiCTIVtS. S~CTION 6~9 RlQUIFf~ THA! L~CAL CUHRINCllS 
ASSCCIAT~D ~ITH ~~r CRANT CIPS AND--~Y THt PROVISIONS or 
TMl tv a7 CH--CASH TH'NSffH A~SI~!"NCF ~1 USln TO CARRl 
OUT 1H~ PURPOSES rOR WHICH H~~ tUu~s AUTUOklZ~D 'Y THi 
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CERTIFICATION FOR COMPLIANCE WITH GRAY AMENDMENT 

I, Steven W. Sinding, USAID/Kenya Director and the Principal 
Officer of the Agency for International Development in Kenya do 
hereby certify that the acquisition plan in the Kenya Market 
Development Program was developed with full consideration of 
maximally involving minority and women-owned firms, or Gray 
Amendment Organizations, in the provision of required goods and 
services. To the extent posaible at this stage, opportunities 
for such organizations to participate in the project have been 
identified. The nature of the project, however, will not 
permit major minority or Gray Amendment contracting. 

St en W. 
Director 
US AI D/Kenya 
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~Analysis of legislative requirements and the 
political/administrative environment for the proposed po~icy 
reforms strongly indicate that the necessary legislative 
actions in furtherance of project and program objectives can b~ 
expected to be achieved in a timely manner following agreement 
execution. 

Legislation affecting commodity scheduling and restrictions on 
inter and intra-district movement are contained in the National 
Cereals and Produce Board Act, Chapter 338, of 1965. To amend 
th~s legislation, the concerned ministries (the Ministry of 
Supplies and Marketing, the Ministry of Finance, or the 
Ministry of Agriculture) must propose the legislative change to 
the GOK Cabinet in a Cabinet Paper. Upon receiving the 
Cabinet's approval, the suggested legislative changes are 
submitted to the Attorney General's Office. The Attorney 
General's Office makes the necessary revisions and then sUbm~ts 
the proposed legislation to Parliament for discussion and 
voting. 

The above process has been successfully employed in the 
authorizatiori ~f the European Economic Community's (EEe) 
Cereals Sector Reform Program. After substantial analysis of 
NCPB's organizational requirements, the Ministry of Supplies 
and Marketing submitted a Cabinet Paper describing various 
organizational and l~gislative changes necessary to increase 
NCPB efficiency. In response, the Cabinet issued a Cabinet 
Directive approving the Cereals Sector Reform ~rogram and 
instructing the Ministry of Supplies and Marketing to proceed 



with ~mplementing the organizational changes described in :he 
implementation plan. This directive also instructed the 
Ministry to submit additional Cabinet Papers when the time came 
to amend legislation dealing with minor grain commodity 
scheduling and commodity movement permit issuance. 

During Mission Director discussions with high level GOK 
representatives within the Office of the Vice-President and 
Ministry of Finance, it was acknowledged that GOK signing of 
the program agreement will require and signal Government of 
Kenya commitment to amending or changing the necessary laws, 
orders or regulations to assure implementation of the· stated 
policy reform agenda during the life of the program. 

During PAAD analysis and design, there were several significant 
indications that the current political climate is conducive to 
achievement of KMDP policy reforms during the life of the 
program. In January, the Minister of the Ministry of Supplies 
and Marketing announced in a public and widely publi~ized 
speech that the movement of 10 bags of: maize between and wi thin 
districts is legal and does ~ot requite an NCPB movement 
control permit. During KMDP Steering Committee meetings, and 
again in the Office of the Vice-President and Ministry of 
Finance's formal request for KMDP, GOK representatives 
frequently cited the Government's commitment to cereals market 
liberalization as stated in the 1989-93 Development Plan. 
Finally, as cited in the Unattached Annex, Political Analysis, 
the GOK's performance under World Bank sector adjustment 
programs, World Bank and EEC programs that would "protect" the 
National Cereals and Produce Board during liberalization, the 
drain on the national budget that existing institutional 
arrangements represent, and the GOK's realization that Kenya's 



e~onomic sro~th must become more dynamic in the faceot 
.,'>: . 

'iJuto;eoningpopuiation growth all indicate a politicaL 
environment supportive of KMDP policy reforms. 

Based on the foregoing representations of seniorGOK personnel 
<the analysis of legislative requirements, and the recent 
. relevant experience and favorable political environme_nt,· itis 
reasonable to conclude that timely legislative actions required 
for the negotiated and agreed upon program will be accomplished. . . . " .. 
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economic growth must become more dynamic in the face of 
burgeoning population growth all indicate a 'political 
environment supportive of KMDP policy reforms. 
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Based on the foregoing representations of senior GOK personnel, 
,the analysis of legislative requirements, and the recent 
relevant experience and favorable political environment, it is 
reasonable to conclude that timely legislative actions required 
for the negotiated and agreed upon program will be accomplished. 

'7742J 

IqVI 


