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Loan 522-1.-021 provided financing ($2.0 millions) to strengthen

and expand the BNF's Grain Price Stablilization and marketing pro-
gram. Onc of the principal constraints of the program was thought

to be a lack. of funds sufficient for cffective BNF oncrations in

this field. Loan 522-1-021 provided $1.9 million to the BNF revolv-

ine fund for Financinp grain purchasing operations and $100,000 to

fund technical assistance and training of personncl responsible for
its administration. In addition, the BNF agreed to contribute

$200,000 of its own funds to upgrade rural storage facilitics, as v
well as some additional funds for technical assistances

I. Background

IT. Projecct Execution

Puring thc disbursement period of the Loan $1,908,5R7 were dis-
bursed to the BNT for reimbursement of grain purchascs made through
its rcvolviny fund. Disbursements of $69,399 were made for Technical
assistance and training and the remaining amount of $23,014 was de-
obligated. The funds disburscd for technical assistance were uscd
to carry out a study to develop a cost accounting system and inven-
tory control mcasurcs for the ccrcals division of the BNFF and to
contract the services of a grain storage and handling expert and a
redesipn engincer for the rural collection stations. Funds disbursed
for traininp were usced to carry out an in-country t¥aining course
for cmployecs of the cercal division and to cover:-costs for 3 parti-
cipants in a grain storage and handling course held annually at
Kansas Statc Univcrsity.

In spite of the above cfforts, the purposc of the loan to contri-
bute significantly to the stabilization of grain prices through in-
crcased grain purchascs and storage capacity and improved administra-
tion and management of the cercals division of the BNT was not
achieved. In fact, the fluctuations of basic grain prices have been
preater in the past several ycars than hefore this loan projecct was
hegun. While it can be argued that these preater fluctuations are
partially attributable to variable weather conditions and to untime-
ly imports, therc arc 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 he found with project design other than that it did not
pive attention to hasic policies poverning the prain prices and the
timing of purchases and sales by the BNE. There is a little doubt
that in order to contribute significantly to stabilization of bhasic
“prain prices the BNF neecded to increasc its grain purchasing and
storage capacity and improve the administration and management of its
grain purchasing, handling and storage operations. Furthermorce, feow
would argue against the steps chosen to achicve the above; i.c, (1)
an injection of capital into the grain purchasing fund; (2) up-grad-
ing and cxpansioi’of rural buying stations; (3) improved administra-
.tive procedures and (A1) training of personnel. Instcad, for the most
part, failure to achicve purpose can be attributed to too little
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too late rather than the.wrong prescription.

It is difficult to jwdge whether the $1.9 million injection into the
gravin purchas ing fod was too much or too little considering the inefficitncics
inhcrent in the rest of the stabilization program.

llowever, there can be little doubt that the emphasis placed on training
of personnel was grossly inadcquate considering the extent to which adminis-
trative and minagement deficiencies led to inadequate maintenance and
incorrect operation of hoth central and rural storage and handling facilitics
which in turn greatly veduced their capacity to contribute towards price
stabilization. These administrative and management deficiencies also contri-
buted to unnecessary and prolonged delays in the acquisition an! installation
of machinery and cquipment (countcrpart contribution) to upgrade and expand
the rural collection and storage facilities. Only now are some of the
installations being complcted. One can only spcculate on the extent to which
these improved rural storage facilities would have contributed to more stable
prices for hasic grains. Nevertheless, therc have been-numerous instances in
which the lack of adequate ruval grain handling (cleaning and drying) and
storapc facilitics can be blamed for losscs of mature grain at harvest time
or have led to local (regional) scarcitics in cases of reduced local (regional)
‘production.

Furthermore, incrensced storage costs resulting from incfliciency in the
operation of existing stovage and handling facilitics and corvesponding losses
of storcd grain have undoubtedly contributed to higher grain prices.

As mentioned above, onc of the crucial elements of any price stabilization
program which this project did not give nttention to is the policy upon which
administrative decisions governing the program are based. Admittedly it is a
problem which is not unique to this program or this country. But the fact
remrins that decisions rcgarding the sctting of prices in the stabilization
program have hcen hased move on politics and guesswork than on bhasic knowledge
about existing rclationships between supply and demand, how they detemmine
price, and viceversa. Irrcgardless of whether -it would have had an cffect
on the ultimate deicsions regarding pricing policy, the persons making these
decisions weve not guided by a working kmowledge of floor price; ceiling price;
Cihcentive price; etel Farthermore administration did not have the benefit
of expertise in how  to use the marketing power, i.c., when and how much to
buy. and scll, that the revolving fund gave the stabilizatim program to cffect
prices.  As a vesult, policy decisions to buy and scll were also morc often
hased on politics and guesswork than knowledge of the cconomic rclationships
involved.

Other weaknesses in the price stabilization program which this loan focuscd
on were a lack of adequate inventory cohtrol and of a cost accounting systemn
for the grain purchasing, storage and handling opcration. As indicated carlier
a study for the purpose of establishing these measurcs was completed under the
loan. While the BNF has attempted to cmploy the measurcs recommended as a
result of the study, numcrous problems still exist in these two arcas. Somc
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blime the problems on the veconmended mensures, pavt icularly the aecomting
system, being too complex for the BNE operation. lowever, these probloms
may also be partially blamed on the lack of adequatcly trained personnel to
jmplement them. In addition, it is evident that changes could be made td'
improve the inventory control procedures.

I1I. Recommended Actions

To realize the full potential of the grain storage facilitics and the
rcevolving grain purchasing fioxl to contribute to the stabilization of basic
grain prices, the GOI and A.I.D. should act jointly and quickly to rcsolve
the administrative and management problems which have contributed to the
ineffective and incfficicent operation of the facilitics and the fund. This
action should involve technical assistance in administration and management
of the stabilization program, including guidance in establishing basic
policy. Assistance in the management and operation of the grain storage
and handling facilitics 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.



