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INTRODUCTION -- - 

The On-Farm G r a i n  S t o r a g e  p r o j e c t  (No. 615-0190) began i n  Kenya o'n 
J u n e  4 ,  1981 ,  w i t h  a  P r o j e c t  ~ s s i s t a n c e  Comple t ion  D a t e  of J u n e  3 ,  
1986. P l a n n e d  A I D  f i n a n c i n g  o v e r  t h e  l i f e  o f  t h i s  l o a n  ' p r o j e c t :  is 
$7.8 m i l l i o n .  The Government o f  Kenya (GOK) a g r e e d  t o  p r o v i d e  t h e  
e q u i v a l e n t  o f  $ 3 . 9  m i l l i o n  f o r  t h e  - p r o j e c t ,  r e p r e s e n t i n g  a  
33.5 p e r c e n t  p r o j e c t  c o n t r i b u t i o n - - w h i c h  meets t h e  2 5  p e r c e n t  h o s t  
c o u n t r y  c o n t r i b u t i o n  r e q u i r e d  by S e c t i o n  1 1 0 ( a )  o f  t h e  F o r e i g n  
A s s i s t a n c e  A c t .  

The p r o j e c t  is t o  i n c r e a s e  t h e  u s e  o f  more e f f e c t i v e  on- fa rm g r a i n  
d r y i n g  and  s t o r a g e  p r a c t i c e s .  i n  Kenya. The p r o j e c t  c o n s i s t s  o f  f o u r  
p r i n c i p a l  components :  ( a )  i n c r e a s i n g  t h e  c a p a c i t y  o f  t h e  M i n i s t r y  o f  
A g r i c u l t u r e  (MOA) t o  c o n d u c t  a d a p t i v e  r e s e a r c h  f i e l d  t e s t i n g ;  
( b )  i n c r e a s i n g  MOA e x t e n s i o n  c a p a c i t i e s ;  (c)  i n c r e a s i n g  t h e  c a p a c i t y  
o f  a g r i c u l t u r a l  e d u c a t i o n  i n s t i t u t i o n s  t o  p r o v i d e  g r a i n  d r y i n g  and  
s t o r a g e  t r a i n i n g ;  and  ( d )  c r e a t i n g  a  n a t i o n w i d e  c a p a c i t y  t o  m o n i t o r  
and  e v a l u a t e  g r a i n  l o s s e s .  

, PURPOSE AND SCOPE 

  he p r i rn s ry  p u r p o s e  of  o u r  a u d i t  of t h e  On-Farm G r a i n  S t o r a g e  
p r o j e c t  w & s  t o  d e t e r m i n e  t h e  r e a s o n  t h e  p r o j e c t  was e x p e r i e n c i n g  
p r o l o n g e d  i m p l e m e n t a t i o n  d e l a y s .  

We c o n d u c t e d  a  l i m i t e d  s c o p e  r e v i e w  o f  t h e  p r o j e c t  ' ( b e c a u s e  i t  was 
i n  t h e  v e r y  e a r l y  stages of imp le inen ta t ion )  t o :  

- Review t h e  e f f e c t i v e n e s s  of  p r o c e d u r e s  f o l l o w e d  by t h e  GOK i n  
s e l e c t i n g  t h e  t e c h n i c a l  a s s i s t a n c e  c o n t r a c t o r .  



- ~etermine and report on the status of the technical assistance 
contract negotiations. 

- Review progress made on construction of project facilities under 
an AID Direct Contract. 

- Identify and report on significant implementation and other 
problem areas. 

We reviewed records, reports, and correspondence at USAID/Kenya and 
the host government; and held discussions with officials from those 
organizations. We also visited project construction sites at 
Kisumu, Kakamega, and Maseno, Kenya. Our findings are reported on 
an exception basis--those areas not reported on were determined 
satisfactory. \ 

FINDINGS AND CONCLUSIONS 

Contract  egot ti at ion Delays Hindered Project Implementation And 
Created   he ~ossibil.ity That AID Funds Will Be Not Be Used AS pEGne-d 

~mplementation of technical assistance under the project was planned 
to be carried out under a single host country contract between the 
GOK and an appropriate contractor. A det.ailed implementation 
schedule was prepared. The implementation schedule planned that the 
host country contract would be approved and signed ten months after 
the c'ontract Scope of Work was approved by AID. 

USAID/Kenya approved the GOK selection of Development Planning and 
Research ~ssociates (DPRA) as the implementing cont~actor or. 
December 21, 1981, and negotiations between the GOK and DPRA began 
in February 1982. According to the implementation schedule, the 
technical assistance contract was planned to be approved and signed 
by May 1982. As of our audit (April 1983), the contract had not yet 
been signed and implementation was about one year behind schedule. 

We found that ir. September 1982 contract negotiations had been 
finished; DPRA and USAID understood that tne 60K and DPRA were in 
agreement regarding the contract; the contract had been approved by 
the GOK Attorney General's Office; and GOK funds had been budgeted 
to support project implementation. However, also in September 1982 ,  
the then-Deputy Secretary of the GOK Ministry of Agriculture 
rejected the contract for undetermined reasons and ordered a 
complete review of the contract.   he review resulted in solne minor 
changes which rsquired the contract to once again go through the 
GOR' s contract review and approval process. 



A s  o f  A p r i l  1983 ,  t h e  c o n t r a c t  had  been  app roved  f o r  a  s e c o n d  t i m e  
by t h e  GOK A t t o r n e y  G e n e r a l ' s  O f f i c e  a n d  was b e i n g  c o n s i d e r e d  i n  t h e  
GOK b u d g e t  p r o c e s s .  A GOK . M i n i s t r y  o f  F i n a n c e  o f f i c i a l  was 
o p t i m i s t i c  t h a t  t h e  c o n t r a c t ' w o u l d  b e  s i g n e d  i n  t h e  n e a r  f u t u r e ,  
p r o v i d i n g  t h e  GOK b u d g e t e d  f u n d s  f o r  t h e  p r o c u r e m e n t .  [ T h i s  is  
a n o t h e r  example  o f  t h e  p rob lems  t h a t  h o s t  g o v e r n m e n t s  h a v e  i n  
e f f e c t i v e l y  l e t t i n g  c o n t r a c t s  w i t h  U. S., f i rms f o r  t e c h n i c a l  

. a s s i s t a n c e  (see A.R. 3-000-83-13) 1. 

The p r o j e c t  p l a n  r e c o g n i z e d  t h a t  a  m a j o r  c o n s t r a i n t  t o  p r o j e c t  
i m p l e m e n t a t i o n  was t h e  l a c k  o f  s u i t a b l e  h o u s i n g  f o r  c o n t r a c t o r  
p e r s o n n e l  t o  b e  s t a t i o n e d  o u t s i d e  o f  N a i r o b i .  T h e r e f o r e ,  t h e  
p r o j e c t  f i n a n c e d  t h e  cost  o f  c o n s t r u c t i n g  f a c i l i t i e s  i n  W e s t e r n  
Kenya -- f i v e  h o u s e s  i n  Kisumu and  o n e  i n  Kakamega, a s  w e l l  a s  a  
l a b o r a t o r y / o f f i c e  b u i l d i n g  i n  Maseno. 

\ 

The c o n s t r u c t i o n  i m p l e m e n t a t i o n  s c h e d u l e  c a l l e d  f o r  t h e  ' c o n s t r u c t  i o n  
c o n t r a c t  t o  be  s i g n e d  a b o u t  f o u r  months  a f t e r  t h e  t e c h n i c a l  
a s s i s t a n c e  c o n t r a c t  was sign-ed; a c t u a l  c o n s t r u c t i o n  was p l a n n e d  t o  
be  c o m p l e t e d  i n  a b o u t  s e v e n  months .  

USAID/Kenya, however ,  t o o k  a  c a l c u l a t e d  r i s k  a n d  d e c i d e d  t o  move 
c o n s t r u c t i o n  a c t i v i t y  ahead  o f  p l a n  f o r  two r e a s o n s :  ( a )  o t h e r  USAID 
p r o j e c t s  were e x p e r i e n c i n g  i m p l e m e n t a t i o n  p r o b l e m s ,  d e l a y s  a n d  
i n c r e a s e d  c o s t  b e c a u s e  o f  t h e  l a c k  o f  h o u s i n g ,  and  ( b )  USAID/Kenya 
was a l m o s t  c e r t a i n  t h a t  t h e  t e c h n i c a l  a s s i s t a n c e  c o n t r a c t  would b e  
s i g n e d  a s  p l a n n e d .  

C o n s e q u e n t l y ,  i n  O c t o b e r  1 9 8 1  A I D  s i g n e d  a KShs 563 ,998  ($55 ,220)  
c o n t r a c t  f o r  e n g i n e e r i n g  t e c h n i c a l  s e r v i c e s  r e q u i r e d  t o  c o n s t r u c t  
t h e  p r o j e c t  f a c i l i t i e s ;  a n d  i n  J u l y  1982  s i g n e d  a  ~ S h s  5 ,995 ,585/10  
($550 ,000)  c o n s t r u c t i o n  c o n t r a c t .  C o n s t r u c t i o n  a c t i v i t i e s  were 
s t a r t e d  w i t h  t h e  a p p r o v a l  o f  t h e  GOK. 

W e  v i s i t e d  t h e  c o n s t r u c t i o n  s i t e s  and  found  t h a t  t h e  f a c i l i t i e s  were 
a l m o s t  f i n i s h e d  a n d  r e a d y  f o r  occupancy .  U n f o r t u n a t e l y ,  even  i f  t h e  
t e c h n i c a l  a s s i s t a n c e  c o n t r a c t  is s i g n e d  i n  t h e  n e a r  f u t u r e  (which  is 
n o t  c e r t a i n ) ,  t h e  f a c i l i t i e s  w i l l  r ema in  u n o c c u p i e d  f o r  a n o t h e r  
2  - 1 2  months  a w a i t i n g  t h e  a r r i v a l ' o f  t e c h n i c i a n s  a n d  equ ipmen t .  

W e  u n d e r s t a n d  why USAID/Kenya d e c i d e d  t o  move t h e  c o n s t r u c t i o n  
f o r w a r d  c o n t r a r y  t o  p l a n .  However, t h i s  d e c i s i o n ,  c o u p l e d  w i t h  t h e  
G O K ' s  f a i l u r e  t o  n e g o t i a t e  and  s i g n  t h e  t e c h n i c a l  a s s i s t a n c e  
c o n t r a c t  i n  a  t i m e l y  manner ,  h a s  exposed  t h e  Agency t o  t h e  
p o s s i b i l i t y  t h a t  $600,000 i n  c o n s t r u c t i o n  e x p e n d i t u r e s  w i l l  n o t  b e  
u s e d  a s  p l a n n e d  b e c a u s e ,  a c c o r d i n g  t o  a GOR P r o v i n c i a l  D i r e c t o r  o f  
A g r i c u l t u r e ,  t h e  f a c i l i t i e s  were c o n s t r u c t e d  s o l e l y  f o r  t h e  
p r o j e c t .  A c e n t r a l  GOK/MOA o f f i c i a l  t o l d  u s  t h a t  i f  t h e  p r o j e c t  
were n o t  implemented  t h e  f a c i l i t i e s  woula  b e  used, a l t h o u g h  n o t  a s  
p l a n n e d .  The GOK/MOA o f f i c i a l  emphas ized  t h a t  t h e  h o u s e s  c o u l d  b e  



p u t  i n  u s e  immedia t e ly  b e c a u s e  o f  a  s h o r t a g e  o f  GOK h o u s i n g  i n  t h e  
a r e a ;  and  t h e  l a b o r a t o r y / o f f i c e  b u i l d i n g ,  g i v e n  s u f f . i c i e n t  t h o u g h t  
and  p l a n n i n g ,  c o u l d  b e  e f f e c t i v e l y  used - -pe rhaps  a s  a  r e g i o n a l  
l a b o r a t o r y .  

Dur ing  o u r  d i s c u s s i o n s ,  USAID/Kenya o f f i c i a l s  a s s u r e d  u s  t h a t  i f  t h e  
p r o j e c t  d o e s  n o t  g o  f o r w a r d  a s  p l a n n e d ,  t h e y  would e n s u r e  t h a t  t h e  
h o u s e s  were used  by t h e  GOK f o r  g e n e r a l  deve lopment  a c t i v i t i e s .  

The GOK h a s  f a i l e d  t o  p rompt ly  comply w i t h  t h e  p r o v i s i o n  o f  t h e  
P r o j e c t  Agreement which c a l l s  f o r  i m p l e m e n t a t i o n  under  a  h o s t  
c o u n t r y  c o n t r a c t  ( P r o j e c t  Agreement Annex 1, S e c t i o n  D) . I n  o u r  
o p i n i o n  t h i s  is a n  E v e n t  o f  D e f a u l t .  S e c t i o n  D.2.(c)  o f  P r o j e c t  
Agreement Annex 2  s t a t e s ,  i n  p a r t :  

" I f  a n  E v e n t  o f  D e f a u l t  s h a l l  have o c c u r r e d ,  t h e n  A I D  
may g i v e  t h e  Borrower n o t i c e  t h a t  a l l  o r  any p a r t  o f  t h e  
u n r e p a i d  P r i n c i p a l  w i l l . - b e  d u e  and p a y a b l e  s i x t y  (60)  
d a y s  t h e r e a f t e r . . . "  

C o n c l u s i o n  

The GOK h a s  been  working  t o  f i n a l i z e  a  t e c h n i c a l  a s s i s t a n c e  c o n t r a c t  
f o r  p r o j e c t  i m p l e m e n t a t i o n  f o r  1 5  months,  w i t h o u t  s u c c e s s .  .   his 
d e l a y  and  USAID/Kenyal s d e c i s i o n  t o  c o n s t r u c t  p r o j e c t  f a c i l i t i e s  i n  
advance  o f  t h e  p l a n  h a s  r e s u l t e d  i n  a  p r e m a t u r e  u s e  o f  f u n d s .  

Our d r a f t  r e p o r t  c o n t a i n e d  a  recommendation f o r  USAID/Kenya t o  
e s t a b l i s h  a  r e a s o n a b l e  d e a d l i n e  f o r  t h e  GOK t o  c o m p l e t e  a  t e c h n i c a l  
a s s i s t a n c e  c o n t r a c t ;  and  i f  t h e  GOK f a i l e d  t o  meet t h e  d e a d l i n e ,  
USAID/Kenya s h o u l d  d e o b l i g a t e  f u n d s  commit ted t o  t h e  p r o j e c t  and  
c a l l  f o r  a n  a c c e l e r a t e d  repayment  o f  t h e  u n r e p a i d  p r i n c i p a l  and  
i n t e r e s t .  

I n  r e s p o n s e  t o  o u r  d r a f t  r e p o r t ,  USAID/Kenya a d v i s e d  us :  

" I n  r e f e r e n c e  t o  your  ( d r a f t )  Recommendation NO. 1 P a r t s  
A and  B p l e a s e  n o t e  my l e t t e r  t o  t h e  Permanent  
S e c r e t a r y ,  M i n i s t r y  o f  F i n a n c e  d a t e d  May 1 7 ,  1983.   his 
communicat ion t o  t h e  M i n i s t r y  o f  F i n a n c e  i n f o r m s  t h e  
Government t h a t  a  two phased  d e a d l i n e  h a s  been  
e s t a b l i s h e d  f o r  a p p r o v i n g  t h e  i m p l e m e n t a t i o n  c o n t r a c t  
f o r  t h e  On-Farm G r a i n  S t o r a g e  P r o j e c t .  I f  e i t h e r  o f  
t h e s e  d e a d l i n e s  a r e  n o t  met ,  a n  o r d e r l y  c l o s e - o u t  o f  t h e  
p r o j e c t  w i l l  b e  p l anned  and  u n u t i l i z e d  f u n d s  w i l l  b e  
d e o b l i g a t e d .   he M i s s i o n  w i l l  t h e n  r e q u e s t  t h e  * 

Government t o  a c c e l e r a t e  repayment  o f  t h o s e  f u n d s  
u t i l i z e d  f o r  t h e  h o u s i n g  and  l a b o r a t o r y  c o n s t r u c t i o n . "  



In view of the action taken, and assurances provided by U S A I D / K e n y a ,  
we have deleted the recommendation which appeared in our draft 
report. 

I 
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