
-T""":--; " ', .: , .: 'vi '. . . .. i- . . - . F '(J " ; DbOCLMENT 

.....1.. . .A 
'," .. • 't 

ONE 
,~c~r CODE 

Kenya I:615-0250 -
I - --- - ---c1 a 1 5.r J Y)CT *1-T m c!; 

_i6_ 6Kenya Market D6velomient Project

!1.;.. 1.NCXDATE kiACD) 7. PJL',.AIiDDATED D'T OF i UGAT.N- G, 

[(,Urdt"r
'ns'teo.,, e-iffr 1,, .or 4) 
,
'L, D 1'YY
 

....__ ,-_ -tj.... T "U. Y. 0. IrA FY 

.*... ". s.E Y.ST .0. '-IFE OF PROJECTB. 7 ",'..Toc D. 1oJ x/C I . °To, 

0.00 2,000 5,250__ 5,250
 

. .... .. .. __._,,,_.......... 
 .. . . .....
 __.. 

..-........... . .
.. .. . .
 4 3 ,2 

•n
,'_2. C EDT.iF.! N(...........__ ___ __
 

. . 2,T'OIs-. .H. )L)E PA..PAZ . .. O0T . . 5,250- F. LIFE OF PROJECT 
S. . G L 4r) 1. nt 2. Loan 

,D-FA
j 6 .0 I . ...-.- 2. " LF _OH....L-*.... 
 ___OJ__T. ... . -- 2--... _____ 

T OTA L S - "".2 -

. .: .ICCODESl.S .' .c Y T t Ci .L (rmInzwi1 Bcode, of/3 oTitiorj ,cA, ) 'I,SECONDARY PURPOSE CODE 

i 2. bi. -:.*(,lE2;S CODES (,.rximum 7 code of 4 positioueach) 

-A CoideH 
A,.'~ount __ 

13. £ .(..f'.i" 'L'jUOSE (:~.i.,,n 4&0 c 'zatgrs) 

To develop a more efficient national maize and bean marketing

system that will provide greater price incentives to maize and
 
beans producers.
 

,.... .. ...-o 0 -1- . . . . *:• Y:.''},M ,Y I'M V;y "' .... 


:.., ,_,
. . L!~.OF C,. 120,OSLD (r,. I f . ', .. 

To provide additional AID financing to the project totalling $250,000.
 

Methods of implementation and financing..have been approved by the Mission 
Controller. . .. 

USAID/Kenya Controller: CAdams 

,. D Roger Simmonsi,- 18. DATE DOCUMENT RECEIVED
DIN/DW,, T RoeS ' °' '.Acting Director -L . N-,. OR FOR AID/W DOCU.I!TS, DATE OF DISTRIBUTIOI 

P-'1ADo . Y INM DD YY 

7lZ4 (L-79). SD 



ACTION MEMORADM FOR THE MISSION'DIRECTOR, USAID/KENYA
 

FROM: StX ,Syer, Chief, Office of Projects 

SUBJECT: Kenya Market Development Program (KMDP) - Program 
Amendment (615-0242 & 615-0250) 

DATE: July 21, 1994 

ACTION: Your approval is requested for the attached Project

Paper/Program Assistance Approval Document (PP/PAAD) Amendment for
 
the Kenya Market Development Program (KMDP), which increases total
 
planned life-of-project (LOP) funding for the Project component of
 
the KMDP (Project No. 615-0250) by $250,000 to $5,250,000.
 

BACKGROUND: The Kenya Market Development Program (KMDP) was
 
authorized on May 11, 1990, with a planned LOP funding of $15.0
 
million from the Development Fund for Africa (DFA) to be obligated

under Project and Program components. The Program component (615
0242) was to provide $10.0 million in cash disbursements for
 
meeting policy conditionality intended to improve agricultural

marketing changes; the project component (615-0250) was to provide

$5.0 million for technical assistance, training and commodities in
 
support of policy changes.
 

The total original cost of the Project component was $43.0 million
 
of which USAID was to contribute $5.0 million and the Government of
 
Kenya (GOK) $38.0 million. The Project PACD is June 30, 1995. The
 
project purpose is to develop a more efficient national maize and
 
bean marketing system that will provide greater price incentives to
 
maize and beans producers.
 

The Office of Agriculture, in consultation with the Project Review
 
Committee (PRC) and Mission management, has determined that to
 
achieve improved monitoring of the impact of recent economic policy

reforms and GOK fulfillment of KMDP Policy conditionality (i.e.,

complete liberalization of maize marketing) additional USAID
 
financing of $250,000 is needed.
 

After several attempts at partial maize market liberalization, the
 
GOK, on December 27, 1993, fully liberalized prices and marketing

regulations affecting movement of maize. Previous project

assistance activities (i.e., applied policy research and market
 
information dissemination), had achieved less than the desired
 
impact, largely because of GOK uncertainty about its policy

objectives in grain markets. These activities were designed to
 
monitor progress following market liberalization and to increase
 
access to market information such as prices and market conditions
 
by farmers and traders under a free market regime. The desired
 
free market conditions have only been realized in the last six (6)

months. This amendment provides the opportunity to monitor the
 
evolving performance of freed grain markets, and the impact of
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-theseon agricultural productivity and incomes which are the KMDP
 
objectives.
 

PROJECT DESCRIPTION: The proposed PP/PAAD supplement will increase
 
-the LOP funding from $5.0 million to $5.25 million with the
 
additional $250,000 to be obligated during the FY 94. The
 
additional $250,000 will finance activities under the existing

technical assistance grant to University of Arizona (PAM) and
 
special studies that will monitor progress made following grain

markets liberalization. PAM will continue to provide longer term
 
field research-based policy analysis of the grain markets.
 

Although at this stage the agenda for the special studies is
 
tentative, the areas of interest include: 
 a) structure, conduct
 
and performance analysis of grain and grain products markets
 
following liberalization; b) an institutional analysis of
government, donor and private sector roles in a liberalized market;

c) market information-agricultural extension linkages; and d)

market information dissemination. Scopes of work (SOWs) will be
 
written and awards made for each special study independently.
 

The PP/PAAD supplement details progress to date, provides a revised
 
financial plan outlining the increase in USAID contributions and
 
updates the evaluation plan. The attached illustrative financial
 
summary table details project costs by expense category and source
 
of funding.
 

MANAGEMENT AND OBLIGATION ARRANGEMENTS: There is no overall change

in the management arrangement for the project. Within USAID, the
 
Office of Agriculture maintains the responsibility for project

management. In additi 'n, implementation of the TA grant will
 
continue to be the responsibility of the University of Arizona
 
while the TA contract implementation will continue to be the
 
responsibility of Abt Associates. However, the USDH KMDP Program

Manager will be leaving post without replacement and his duties and
 
responsibilities will be taken over by the two FSNs who have been
 
working with him. The FSN Manager who has been managing PAM and
 
MIB components will continue to manage PAM and MIB activities and
 
the special studies to monitor the progress of grain markets
 
liberalization. The FSN Manager responsible for KMDP roads
 
rehabilitation component will continue to manage 
 the road
 
rehabilitation activities and the Short-Term Technical Assistance
 
(STTA) on the impact of infrastructure improvements and
 
institutional strengthening of road sector management.
 

The obligation for FY94 of $250,000 called for under this
 
supplement, will be obligated via an amendment to the Project Grant
 
Agreement with the GOK which 
will clearly specify what the
 
additional funding is intended to finance.
 

ANALYSIS AND OTHER REUIREMENTS: The original PAAD analyses remain
 
valid under this amendment.
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CONGRESSIONAL NOTIFICATION: The Technical Notification for this
 
project totalling $1 million in FY 94 obligations expired without
 
objection on March 21, 1994. The TN included the $250,000 LOP
 
increase proposed in this amendment and $750,000 obligated earlier
 
4n FY94.
 

CONDITIONS AND COVENANTS: There are no additional conditions or
 
covenants.
 

PROJECT REVIEW COMMITTEE ACTION: The Project Review Committee
 
reviewed the proposed PP/PAAD Supplement. Other than seeking

clarifications and minor edits, no substantive issues were raised.
 
The attached PP/PAAD Amendment incorporates the reccmmended
 
revisions.
 

AUTHORITY: Under Delegation of Authority No. 551, as revised in
 
March 19, 1989, Section 4A(2), you have the authority to amend
 
Project Authorizations executed by any USAID official unless it:
 
(1) results in life-of-project funding of more than $30 million;
 
(2) results in new life of project of more than 10 years; (3)

presents significant policy issues or deviates from original
 
purpose; or (4) requires issuance of waivers that are beyond your
 
authority.
 

The $250,000 increase in LOP funding by USAID as proposed in this
 
amendment will result in a life-of-project funding of $5.25
 
million. No policy issues are evident, no waivers are anticipated
 
and the project purpose remains the same.
 

RECOMMENDATION: That you sign: 1) below indicating approval of
 
the amendment; 2) the attached PP facesheet; and 3) the Project

Authorization Amendment, to approve an increase in planned USAID
 
contributions of $250,000 for a new planned LOP total of $5.25
 
million.
 

-
Approved: /___ 

Disapproved:
 

Date: 1 
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Clearances:
 
AR:DSoroko/JKiqati (in draft)
 
AGR: DMcCarthy- -

PRG:KToh _ _<
 

COriT:CAdams ' ki.'v
RLA:SPage. .
 
RCO: RWebber I'
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PROJECT AUTHORIZATION AMENDMENT NUMBER ONE
 

:AME OF COUNTRY: Kenya
 

M!AME OF PROJECT: Kenya Market Development Project
 

PROJECT NUMBER: 615-0250
 

1. Background: Pursuant to Title II of the Foreign Operations,
Export Financing, and Related programs Appropriations Act of 1990 
(Sub-Sahara Africa, Development Assistance), and the Foreign
Assistance Act of 1961, as amended, the Kenya Market Development

Project ..
as authorized on April 24, 1990, at a total planned level
 
of financing of Five Million United States Dollars ($5,000,000) in
 
grant :unds over a four year period from the date of original
 
authorization.
 

2. Amendment: Pursuant to Section 496 of the Foreign Assistance Act
 
of 1961, as 
amended, I hereby authorize an additional Two Hundred
 
and Fifty Thousand United States Dollars ($250,000) in Development
 
Fund for Africa (DFA) grant financing for the said Project for 
a
 
revised total financing level for the project of not exceeding Five
 
Million Two Hundred and Fifty United States Dollars ($5,250,000) in
 
planned obligations.
 

3. Status of Original Authorization: Except for the foregoing, the
 
original Authorization, as amended, remains in full 
force and
 
effect.
 

Signature: /_ _ __ 

_)Roger Simmons 
_ 

t "
(. Acting Director
 
'1 USAID/Kenya
 

Date:______
 

/
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KENYA MARKET DEVELOPMENT
 

PROJECT ASSISTANCE APPROVAL DOCUMENT (PAAD) SUPPLEMENT (615-0250)
 

1. PAAD Supplement Purpose
 

The Kenya Market Development Program Assistance Approval Document
 
(PAAD) Supplement purpose is to increase the total life-of
project funding for the KMDP Project No. 615-0250 by $250,000 to
 
a total of $5,250,000.
 

2. BackQround
 

Beginning 1990, USAID/Kenya together with other donors - World
 
Bank and European Union-has been involved in the Cereals Sector
 
Reform Program (CSRP). The CSRP's broad objectives were to
 
rationalize the National Cereals and Produce Board (NCPB)

operations and network, liberalize maize pricing and maize
 
movement. Kenya Market Development Program's (KMDP) primary

objectives under the CSRP were the decontrol of maize, beans and
 
minor grains markets, which would enhance private sector
 
participation in cereals markets and lead to a more efficient
 
marketing system.
 

The purpose of the Kenya Market Development Program (KMDP) was to
 
assist the Government of Kenya (GOK) to develop a more efficient
 
national maize and bean marketing system that would provide

greater price incentives to maize and bean producers. The
 
Program outputs were to consist of (1) the removal of movement
 
controls on maize and beans, 2) the development of systems for
 
regular dissemination of agriculture market price information,

and 3) a 10 percent annual real increase in GOK expenditure on
 
rehabilitation of rural farm-to-market roads.
 

The Program was to provide $10,000,000 (DFA) in cash
 
disbursements for the policy changes while the Project was to
 
provide $5,000,000 (DFA) for technical assistance, training and
 
commodities in support of the policy changes. An additional
 
$40,000,000 worth of PL 480 Title III Food for Peace food aid was
 
to be provided. The Government of Kenya was to provide

$38,000,000 (equivalent) in local currency to be used to
 
rehabilitate inter-market roads and for support to market
 
information collection and distribution.
 

The KMDP Project was to complement and support the Program. The
 
Project was to comprise two technical assistance activities; (1)

Handbook 13 Grants to the University of Arizona, Stanford
 
University and Egerton University; and (2) a technical assistance
 
contract with Abt Associates Inc. to support the implementation

of a market information system at the Ministry of Agriculture and
 
Central Bureau of Statistics (CBS); and provide technical
 
assistance to the KMDP Roads Rehabilitation Program at the
 
Ministry of Public Works and Housing (MOPW).
 

/I 
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J. Progress to date in meeting outputs and status of
 
implementation
 

The Project was authorized on May 11, 19)0. In May 1991, the
 
University of Arizona 
(UOA) was awarded aiHandbook 13 Grant (No.

,515-0250-G-00-1013-00) to provide technical assistance, training

and commodity procurement services to th,! "Policy Analysis Matrix
 
(PAM)" applied agricultural research component of KMDP. The
 
total grant cost was $2,402,192 for the ,rant period May 1991 
-

May 1994. A no-cost extension to the grant has been made until
 
October 31, 1994. 
 The grant has been fuLly funded. AGR would
 
like to extend this grant to June 30, 19-)5 to coincide with the
 
KMDP PACD, with an additional $500,000 fianding.
 

In March 1992, Abt Associates Inc. (Bethasda) was awarded a
 
contract (No.623-0250-C-00-2017-00) to p:ovide technical
 
assistance, training and commodity services under KMDP to the
 
Ministries of Agriculture and Public Worcs, and the Central
 
Bureau of Statistics (CBS). The total estimated cost of the
 
contract was $2,460,546 for the entire c~ntract period April 1992
 
- April 1995. The contract was initiall{ funded for $1,500,000

but the funding was increased by $350,00) in May 1994 to bring

the total funding to $1,850,000.
 

The total USAID funding earmarked under the Project component to
 
date are as follows:
 

UOA Handbook 13 Grant (PAM) $2,402,192
 
Abt Contract 
 $1,850,000

Evaluation/Audit 
 $ 21,960

Other Costs 
 $ 117,550
 

Total 
 $4,391,702
 

The Government of Kenya, on its part, has through the end of FY
 
1993/94 provided KShs.189 million to the Kenyan Ministry of

Public Works and Housing for road rehabilitation and KShs.31.8
 
million to the Kenyan Ministry of Agriculture, Market Information
 
Branch. The total GOK contribution to date works out to be $ 5
 
million equivalent in Kenyan Shillings. In November 1993 NCPB
 
remitted to the KMDP special account at the Treasury KShs.243
 
million from the PL 480 Title III wheat sales proceeds, bringing

monies currently held in KMDP special accounts to over KShs.300
 
million. The above funds are planned to be used for the road
 
rehabilitation and market information dissemination
 
activities and KShs.200 million and KShs.3.0 million have been
 
earmarked in the FY 1994/95 budget printed estimates for the
 
respective activities, leaving a balance of over KShs.97 million
 
for similar expenditures beyond FY 1994/95.
 

The Program and Project implementation progress has been
 
impressive given the constraints placed on the implementation by
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the political and economic policy environment. The GOK has
 
eliminated movement restrictions on maize, beans and minor
 
grains. Information regarding market regulations and open market
 
prices for a wide range of agricultural commodities is
 
disseminated regularly through the media by the Ministry of
 
agriculture. Over 225 km of rural market-to-market roads have
 
been rehabilitated. The Ministry of Public Works is continually

improving its capacity to finance, supervise and maintain roads.
 
Technical assistance has increased the capacity of the Ministry

of Public Works to analyze, design, monitor and implement

investment decisions. The Ministry of Agriculture's capacity to
 
collect, report and analyze prices has been increased. A recent
 
evaluation found the applied policy research activity (PAM) to
 
have contributed significantly to informed policy analysis and
 
dialogue in GOK, donor and research circles, particularly in the
 
cereals and horticultural subsectors.
 

Program/project purpose level changes in grain marketing costs,

maize and bean market prices, producer prices for maize and
 
beans, and transport costs in places where roads have been
 
rehabilitated may be masked by the prevailing conditions that
 
included drought, macroeconomic policy changes and erratic cereal
 
sector policy decisions.
 

4. Rationale for Supplement:
 

While the program has accomplished the primary objectives it was
 
designed for, the achievements have come late in the life of the
 
program to determine the impact of the achievements. The Project

funding extension is aimed at evaluating the impact of the
 
achievements.
 

Despite a bad food availability situation and initial uncertainty

following the December 1993 total liberalization of grain

markets, the private sector has been able to respond by importing

large amounts of food to supplement the government-financed NCPB
 
grain imports. The private sector, donors and the GOK are
 
working collaboratively through regular meetings in which joint

strategies for handling the transition period and fooui situation
 
are devised. The results are easy to see. For the first time in
 
three decades, national food shortages have not resulted in long
 
queues outside stores, widespread panic buying and hoarding.

Instead, food has been available at all times in the markets
 
delivered by the private sector. While the food prices are high,

largely as a result of inflation, the beneficial impact of
 
liberalizing grain markets has been demonstrated in the short
 
period of six months following the government decision.
 

However, the transition from government-controlled markets to
 
free markets requires an understanding of the market dynamics,

institutions and environment. This requires intensive field
 
research as well as special studies focusing on particular areas
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tf interest to USAID. It is proposed that the PAM activity would
 
continue to carry out in-depth field research on the impact of
 
Jiberalization on producers, consumers, marketing organizations

and government's role. This research would provide the basis for
 
informed policy dialogue between USAID and the government

nrimarily, and for other participants in the cereals sector.
 

The special studies, to be managed from the Agriculture Office
 
(AGR), aill focus on specific areas of interest such as market
 
performance, market information-extension linkages and
 
institutional analysis of the roles of government, donors and
 
private sector in liberalized agricultural markets. These
 
studies will complement the findings from the intensive field
 
research carried out by PAM, and continue to provide the Mission
 
with a comprehensive overview of the cereals sector.
 

The GOK provided KShs.243 million towards the end of 1993.
 
Significant activity on the road rehabilitation component is
 
expected over FY 1994/95 and well into FY 1995/96. There will be
 
need for continued Mission oversight on the use of this money

which was generated by Title III food aid. The Abt contract
 
long-term technical assistance position at MOPW has been extended
 
to June 30, 1995 to continue monitoring the economic impact of
 
the improved roads, assisting in roads rehabilitation
 
supervision, and coordinating short-term institutional
 
strengthening studies. 
This position may have to be extended to
 
monitor FY95/96 road activities made possible by release of the
 
$8.0 million sector dollars suspended during the November 1991
 
Paris donors consultative meeting.
 

5. Activities to be funded under amended Project:
 

The additional $250,000 will be primarily used to fund extension
 
of the applied policy research activities and special studies
 
that will monitor the impact of maize and beans market
 
liberalization.
 

The University of Arizona PAM activity will continue to provide

longer term field research and policy analysis on grain and other
 
commodity markets. Although at this stage the special studies
 
agenda is tentative, areas of particular interest to the Mission
 
include:
 

a) the structure, conduct and performance analysis of grain and
 
grain products markets following liberalization;
 
b) an institutional analysis of government, donor and private
 
sector roles in a liberalized market;
 
c) the market information-extension linkages; and
 
d) market information dissemination.
 

The list of studies proposed above may be modified depending on

the path market liberalization takes in the near future, as well
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as continued AGR exposure to studies being undertaken by other
 
parties interested in cereals sector issues. Scopes of Work
 
(SOWs) will be written and awards made for each of the special
 
studies independently.
 

6. Revised Implementation Plan:
 

Action 
 Month/Year
 

1. 	MIB Mid-term Evaluation August 1994
 
2. 	MOPW Mid-term Evaluation September 1994
 
3. 	Market information dissemination
 

study 
 September 1994
 
4. 	Market performance study November 1994
 
5. 	Market information-agricultural
 

extension linkages study November 1994
 
6. 	Institutional analysis study January 1995
 
7. 	End of Program/Project Evaluation July 1995
 

7. Revised Financial Plan:
 

Under this PAAD Supplement, additional A.I.D financing of
 
$250,000 will be provided to increase the planned Life of
 
Project (LOP) funding from $5.0 million to $5.25 million. The
 
funding will be obligated in FY94. An illustrative detailed
 
financial plan is given in Attachment 1.
 

8. Monitorincr/Evaluation/Audit Plans:
 

The Project will continue to be monitored on an ongoing basis by

the USAID FSN Project Managers, Office of Agriculture, and
 
through contractor reports, technical reports, project management

meetings as well as the Mission's semi-anr -al project

implementation reviews and site visits. 
A mid- term evaluation
 
of the applied research component (PAM) was carried out in last
 
fall (1991) and mid term evaluations of the roads component and
 
MIB are planned for August/September 1994. A final project

evaluatioi will be scheduled towards the completion of the
 
Project. This evaluation will cover all Project and Program

components. Regarding audit, since the grantees and contractors
 
are US-based institutions, financial audits will be the
 
responsibility of USAID/W's M/OP/PS/CAM.
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Attachment 1:
 

ievised Financial Plan includinQ the Add:.tional $250,000
 

1. UOA (PAM) Grant: 

2. Abt Contract: 

3. Evaluation/Audit: 

4. Other Costs: 

5. Special Studies 


Total 


Existing 

Earmarks 


$2,402,192 

$1,850,000 

$ 21,960 

$ 117,550 


-

$4,391,702 


Proposed Total
 
narmarks/
 
Commitments
 

1 500,000 $2,902,192
 
- $1,850,000
 

178,040 $ 200,000
 
- $ 117,550
 

180,258 $ 180,258
 

) 858,298 $5,250,000
 


