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FINAl. IVALIJAION RIPOUr FOR iOAN 522-1,-021 
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Lo:i 522- I-02.1 provided financing ($2.0 mill ions) to st renithin 
aud expand the RNI's Grain Price Stablilization and marketing jro­
gram. One of the principal constraints of the program was thought 
to be a laick. of funds sufficient for effective BNF oncrations in 
this field. Loan 522-L-021 provided $1.9 million to the BNF revoTv­
int, nic for rinancinp gra in purchasing operations and $100,000 to 
find technical assistance ,Ind training of personnel responsihle for 
its administration. In addition, the BNF agreed to contribuie
 
$200,000 of its own funds to upgrade rural storage facilities, as 

well as. some additional funds for technical assistance.-


IT. Projcct Execution
 

During the disl)urscinent period of the Loan $1,908,587 were dis­
bursed to the BNF for reimbursement of grain pul'Lhases made through 
its revolvin, fund. Disbursements of $69,399 were made for Technical 
nssistancc nd training and the remaining amount of $23,014 was de­
obligated. T.c funds disbursed for technical assistance were used 
to carry out I study to develop a cost accounting system and inven­
tory control measures for the cereals division of the BNI" and to 
contract the services of a grain storage and handling expert and a 
redesign engincer for the rural collection stations. Funds disbursed 
for training were used to carry out an in-country t:aining course 
for cmployces of the cereal division and to cover-costs for 3 parti­
cipants in 1 grain storage and handling course held annually at 
Kansas State University.
 

In spite of the above efforts, the purpose of the loan to contri­
hutc signiricantly to the stabilization of grain prices through in­
creased grain purchases and storage capacity and improved administra­
tion and manigemcnt of the cereals division of the BNF was not 
achieved. In fact, the flucttiations of Insic grain prices have been 
greater in the past severni ycars than before this loan project was 
begun. IWh ile it c:ni he argtted that these greater Fluctua tions are 
partially attributfahle to variable weather conditions and to untime­
ly imports, there are other factors which caused the grain price 
stabilization project to be less effective than it might have been.
 

From the standpoint of focusing on the problems at hand, little
 
fault can lie found with project design other than that it did not
 
pyive attvnll ion to hasic poli ics ioverninp, the gralii price. anid the
 

timing rf Iurchase!; and sales by the INF. There is :Ilittle idoubt
 
that in order to contribute signi ficantly to sta;abi. ization of hasic
 

increase its grain purchasing and*.ra-in prices the RNF needed to 
storage capacity and i prove the administration and management of its 
irain purchasing, handling and storage operations. Furthermore, few 
would argue against the steps chosen to achieve the above; i.c, (1) 
al inijection of capital into the grain pturchasing fund; (2) up-grad­
inll and expansii'of rur:al b},'i.ig stati ons; (3) improved :dmi :istra­

*tive procedures and (4) training of personnel. Instead, rot the most 
part, failitre to achieve purpose can be attributed to too little 
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too late rathcr than the.wrong prescription. 

It is difficult to j*udge whether the $1.9 million injection iulto Ih' 
grai I1iurchasiug flud was too mud or too little considering the i1erficabncies 
inherent in the rest of the stabilization program. 

liowever, there can be little doubt that the emphasis placed on training 
of personnel was grossly inadequate considering the extent to which adminis­
trative and management deficiencies led to inadcquate maintenance and 
incorrect operation of both central and rural storage and handling facilities 
wiich in turn greatly reduced their capacity to contribute towards price 
stabilization. These administrative and management deficiencies also contri­
buted to unnecessary aid prolonged delays in the acquisition anO installation 
of nmachinery and cquilictit (counterpart contribution) to upgrade and expand 
the rural collection and storage facilities. Only now are some of the 
installations being completed. One can only speculate on the extent to which 
these imiproved rural storage facilities would have contributed to more stable 
prices for basic grains. Nev rtcless, there have been.nu nerous instances in 
uich the lack of adequate rural grain Iandling (cleaning and drying) and 
storage facilities can be blamed for losses of mature grain at harvcst time 
or have led to local (regional) sclarcities in cases of reduced-local (regional) 
production. 

Furthermore, inicrelscd storage costs resulting from ine fficiency in the 
operaticn of existing storage and handling facili ties and 'orrcislxmdiug losses 
of stored grain have undouhtedly contributed to higher grain 'prices. 

As mentioned above, one of the crucial elcmcnts of any price stabilization 
program iich this project did not give .attention to is the policy upon which 
administrative decisions governing the program.are based. Admittedly it is a 
problem which is not uniquc to this program or this country. But the fact 
rcnrins that decis.ions regarding the setting of prices in the stabilization 
progr'm have bcen based more on politics and guesswovrk than on basic knowledge 
about existing relationshi ps between supply and demand, !ow they determine 
price, and viceversa. Irrcgardless of whether -it would have had an1 effect 
ol the ultimate dcicsions regarding pricing policy, the persons Making these 
decisions were not guided by a working loiowledge of floor price; ceiling price; 
ijiieitive price; etc. FIurthermore athliinistration did not Iave the henefit 
of exlXI t'iso in howv to us;e the marketing power, i.e., Wien and how mudli to 
buy. and sell, that the revolving fund gave the stabil izatici program to effect 
prices. As a result, poI icy decisions to buy and sell were also more often 
hased oil Ixhl i 'ics and guessuork than klowledge of the econonic relationships 
involved. 

Other weaknesses in the price stabilization program which this loan focused 
ol were a lack of adequate inventory cotitrol and of a cost accounting system 
for the grain xurchasing, storage and handling operation. As indicated earlier 
a study for the iptrpose of estahlishing these imieasures was completed under the 
loan. While the BNF has attemptecd to employ the measures recmimended as a 
result of the sttidy, numerous problems still exist in these two areas. Some 
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11iic ttc i,uhlet., 1 Ic1I1.,r(1v10I- llitndc',I ttMIStMres, pia't !iCl :urly)' thle.. L'cCItl ing
system, being too ctniplex ror the JiNI. olmration. However, thlese problnn., 
may also be partially blamed on the lack of adequately trained personnel to 
implemetnt them. Tn addition, it is evident that changes could be made td'
 
improve the inventory control procedures.
 

III. Recommended Actions 

To realize the full potential of the grain storage facilities and the 
revolving grain puirchnsing ftd to contribute to the stabilization of basic 
grain prices, the MlI and A.I.D. should act jointly mid quickly to resolve 
the administrative aid nklinagement problcms which have contributed to the 
ineffcctivc and incfficicnt operation of the facilities and the fund. 1his 
action should involve technical assistance in administration and management
of the stabilization program, including guidance in esta lishing basic
policy. Assistance in the management and operation of the grain storage
and handling facilities should also be provided. In addition, either 
sufficient training should be provided so that existing personnel can effectively 
carry out their duties, or personnel who are adequately trained for the job
should be hired. 


