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Food Assistance Development Strategy
 

Executive Summary
 

The USAID/Kenya Food Assistance Development Strategy is unlike
 

the sectoral strategies which have been developed by the Mission.
 

The essential difference is that food assistance is a developmental
 

resource, rather than a sector which may be addressed and benefit
 

from assistance. The objective of the Food Assistance Development
 

Strategy is therefore to complement and reinforce the specific
 

objectives of the Country Development Strategy Statement (CDSS) as
 

well as those found in the individual sector strategies.
 

The Food Needz Assessment
 

The Food Needs Assessment presented in Chapter II reveals that
 

for the period 1970-87, the country was generally self-sufficient in
 

cereal production with the exception of the drought years. A closer
 

examination however reveals that the country has generally had a
 

surplus of coarse grain production while it experienced an
 

increasing structural deficit in wheat and rice. Currently, the
 

Government is attempting to overcome the rice gap through an
 

increase in acreage for both irrigated and rainfed rice. The
 

Government, however, acknowledges that self-reliance, rather than
 

self-sufficiency, is the appropriate strategy for wheat. The
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underlying reason for this policy is that there is little
 

opportunity to increase wheat production because of: (1) the
 

relative scarcity of appropriate land resources; (2) the
 

capital-intensive nature of Kenyan wheat production; (3) the
 

sub-division of what historically has been the wheat belt due to
 

increasing population pressure aad the transfer of this acreage from
 

wheat to maize; and (4) the relatively high yields (2.25 MT/Ha) of
 

the current wheat technologies employed. Together these factors
 

have limited production increases to less than 2.5% per year.
 

Simultaneously, the demand for wheat has been increasing by
 

approximately 6.5% per year as a result of population growth as well
 

as the taste, convenience, and income effects associated with
 

development and urbanization. The result is that currently Kenya is
 

producing only 50% of the country's consumption requirements.
 

Further, the production-consumption gap is approximately 230,000 MT
 

and increasing by 25,000 MT annually. In the longer-term we expect
 

that the wheat gap will continue to increaie to nearly 600,000 MT at'
 

the turn of the century. We also expect a potential deficit of
 

nearly 400,000 MT in maize unless farmers receive sufficient
 

incentive to intensify maize production. The reasons for this trend
 

are a rapidly-closing land frontier, under-utilization of
 

agricultural inputs, and an increasing demand for maize by the feed
 

industry. We do not anticipate severe shortages for other cereal
 

commodities.
 



When one examines the country's ability to finance the expected
 

deficit, one finds that the expected wheat import bill will increase
 

from approximately $30 million in 1987, to $60 million in 1995, to
 

nearly $85 million in 2000. Given the instability and depressed
 

nature of the coffee and tea markets, we do not have confidence that
 

the country will generate the required foreign exchange to finance
 

such an import bill without drawing upon significant sums that would
 

otherwise be allocated for investment purposes. Consequently, we
 

believe that a food aid package valued at $20-25 million per year
 

should not distort either domestic or international markets and
 

would contribute to Kenya's economic development.
 

A Review of USAID/Kenya Food Assistance Program, 1980 - 1987
 

The review of the Title I Program has been divided into two
 

phases. During the first phase, Title I resources were used for
 

Emphasis was placed on moving the commodities emergency relief. 


particularly rice which sat in storage for more than a year before
 

consumption. Furthermore, it appears that Kenyan officials
 

perceived the purpose of the program to be political rather than
 

developmental. The second phase of the program (post-1984) has
 

shown good progress in the area of privatization of U.S. and
 

commercial imports, Govrnment efforts to develop an implementation
 

plan for private-.sector domestic market development, and the
 

programming of counterpart resources. The developmental impact of
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the program has continued, however, to be limited by the fact that
 

Title I resources beloig to the Government. This limits A.I.D.'s
 

leverage on both programming counterpart and on on 4equiring
 

relatively strong self-help measures.
 

The review of the Title II Project Food Assistance shows that,
 

with the exception of emergency assistance, the Title II program has
 

Catholic Relief Services (CRS) has served as the
been modest. 


During the decade, CRS has attempted
principal implementing agency. 


adjust to the trend within Food for Peace to use food assistance
to 


as a development resource by redesigning its program to include
 

agricultural production, soil conservation and food security.
 

Recently, other PVOs, including CARE and Food for the Hungry
 

International have also developed project initiatives which
 

integrate food with non-food resources in developmental activities.
 

The USAID/Kenya Food Assistance Dvelopment Strategy
 

The goals of this strategy are consistent with those found in
 

the current Kenya CDSS. The specific objectives of the food
 

assistance development program are to: (1) provide short-term food
 

security at the national level through the importation of food
 

commodities for which there are insufficient levels from domestic or
 

commercial importation sources; (2) encourage and promote efficienL
 

market development in order to assure that adequate availabilitics
 



at the national level are translated to local and individual food
 

security; (3) provide short-term targeted food assistance in
 

circumstances in which the individual/community is unable to achieve
 

food security; (4) provide balance of payments support in order that
 

the scarce foreign exchange may be used for productive investment
 

rather than the consumption of food commodities; (5) permit the
 

Government to design and implement policy and investment decisions
 

to strengthen the foundation for economic growth and food security;
 

and (6) through the use of counterpart funds generated by the sale
 

of P.L. 400 commodities, provide the means to undertake investments
 

in the food, agricultural and related sectors.
 

To implement this strategy, USAID/Kenya intends to pursue a
 

two-pronged food assistance program. The first prong is what we
 

have termed "the food structural adjustment program." Given the
 

expected tota. food assistance requirement of some $20-25 million
 

per year in the short-term, the U.S.'s comparative advantage in
 

cereal production and the commitment of USAID/Kenya to increased
 

productivity within the food and agricultural sector, we belie it 

is appropriate to recommend an eventual increase in the U.S. p ;ram 

size to an eventual level of $15-20 million. It is important 

stress, however, that providing assistance at such a level must be
 

performance-based, i.e., the Government must initiate and implement
 

structural reforms that contribute to agricultural productivity and
 

international competitiveness as a condition for the receipt of the
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commodity. Having reviewed the polcy issues in both the
 

Agricultural and Private Sector trategies, it is our assessment
 

that the most critical poli issue of the late 1980s is that of
 

agricultural marketing. Therefore, it is the intention of
 

USAID/Kenya to build upon the modest successes of the curren
 

Title I Program as well as the stated commitment of the Kenyen
 

Government to encourage competitive and efficient market
 

development, by integrating P.L. 480 resources with those of
 

Development Assistance and Housing Guarantee funds in the form of a
 

new Agricultural Marketing Development Program. Ip addition to
 

supporting the Government's intended reforms, this program will
 

generate counterpart funds to assist in., the financing of market
 

development.
 

With regard to the type of food assistance, the Government has
 

reguested A.I.D. to explore the possibilities of grant rather than
 

concessional loan terms. Given this request, and the mitigating
 

effect that loan terms have had on the implementation of the Title:! I
 

Program, as a first priority USAID/Kenya intends to pursue a Sec. ;n
 

206 Program. A modified Title III, or a Title I program, would L.
 

second and third alternatives, respectively. The final decision on
 

priorities will depend on actual worldwide food availabilities. In
 

this connection, it is important to stress that the implementation
 

of a performance-based program will require increased flexibility
 

and support by the Food Assistance Sub-Committee of the Development
 

Coordination Committee in Washington, D.C. (DCC).
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The second prong of USAID's food assistance development
 

strategy includes project food aid. 
 These modest activities will
 

focus upon long-term development impact through a few well-targeted,
 

relatively short-term multi-year programs (2-3 years). Occasions
 

for such assistance may be the result of chronic under-production,
 

inefficient marketing, and/or lack of 
resources resulting in
 

location specific malnutrition. Again, such assistance will be
 

provided to well-targeted activities that address the relevant
 

constraint(s) to food security.
 



~. Introduction 

Food is the most basic of human needs. Providing
 

sufficient food of adequate nutritional quality to the
 

population is the first development objective for the
 

Government of Kenya, and USAID/Kenya has placed an emphasis
 

through its project and program assistance on helping the
 

Government realize this objective. Yet, food insecurity
 

remains a persistent problem. In Kenya the basic problem has
 

not been so much the lack of food, but rather, the lack of
 

effective demand and efficient market channels to assure the
 

availability of food commodities at an affordable price.
 

Economic growth, the primary objective of USAID/Kenya, will
 

ultimately provide both individual households and the nation
 

with sufficient purchasing power to ensure adequate diets.
 

Until that time, it will be necessary to utilize compensatory
 

resources such as food assistance to assure that the country's
 

food security position is maintained at acceptable levels.
 

It is important to stress that the provision of
 

compensatory resources without addressing the underlying c ;es
 

of the food problem, (i.e. decreasing agricultural
 

productivity, an extremely high rate of population growth, a
 

lagging growth in employment opportunities and international
 

competitiveness, etc.) will only serve to undermine the
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objectives of economic growth and long-term food security in
 

Kenya. We have entitled this document the "Food Assistance
 

Development Strategy", and given an explicit focus to food
 

assistance as a developmental resource. Hence, this strategy
 

document is unlike the previously released strategies on the
 

Private and Agricultural Sectors. It is understood that food
 

assistance is one resource which serves these sectoral
 

strategies as well as those of Population, Health, and Human
 

Resources through policy dialogue, the implementation of
 

location-specific projects by PVOs, and the release of
 

counterpart generations for priority activities that address
 

the underlying causes of the food.problem.
 

The sections which follow (1) analyze the current and
 

expected status of the food sector; (2) review the food
 

assistance programs implemented by USAID/Nenya in the 1980s;
 

(3) review the food assistance program options available to
 

USAID/Kenya; (4) present the USAID/Kenya Food Assistancr,
 

Development Strategy; and (5) examine the management
 

implications of this strategy.
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I. Current and Expected Status of the Food Sector
 

A. Introduction
 

Prior to discussing the role of food aid, and specifically
 

the "USAID/Kenya Food Assistance Development Strategy", it is
 

necessary first to review the food sector in order to assess
 

the current situation, and the probable short and medium-term
 

trends which will affect Kenya's economic well-being, in
 

addition to the resources to be made available for development
 

investment. The following section reports the expected
 

domestic food needs and availabilities in light of past trends
 

and on-going investments. It is followed by a brief analysis
 

of Kenya's ability to finance future deficits on a commercial
 

basis, as well as a consideration of future food aid
 

requirements. Here, it is important to stress that USAID/Kenya
 

is fully aware of the experience of increasing dependency upon
 

food assistance resources in a number of countries,
 

particularly in Sub-Saharan Africa. USAID/Kenya's posit IS
 

that such dependency should be minimized, and that, to ti
 

greatest extent possible, the Guvernment of Kenya should rely
 

on commercial purchases/sales in order to achieve a position of
 

long-term food security.
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D. Expected Food Needs and Availabilities
 

Currently, there are two principal mean3 of determining
 

the expected food needs in a country. The first is to
 

determine the average caloric consumption, adjusted for
 

distribution inequalities. The caloric balance is then used to
 

determine the per capita deficit and the quantities of a given
 

commodity necessary to bring the food situation into caloric
 

equilibrium. The second method is to calculate the domestic
 

supply, demand and surplus (deficit) for individual
 

commodities, in an effort to ensure an appropriate balance of
 
food availabilities fri light of domestic production trends, Of
 

the two methods, USAID/Kenya believes the latter is more
 

appropriate, especially for non-emergency assistance. The
 

reason for this is our assessment that, in the Kenyan context,
 

wheat, rice, maize and sorghum are not necessarily the
 

substitutes that a caloric analysis might imply. It is our
 

conviction that the consumer should determine the commodity
 

consumed, provided that the price of the commodity reflc %s the
 

international value of consumption. However, so that tl,.
 

reader may better understand the food and agricultural
 

relationships, we will present an overview of the Kenyan food
 

sector, and utilize both types of analysis.
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Tables 1 and 2 below present the historical data from
 

1970 - 1987, as well as USAID/Kenya's expectations. These are
 

based on current policies and investments in agricultural
 

production through the end of this century. The tables reflect
 

the fact that, with the exceptio. of the drought years
 

(1974-75, 1980-81, 1984-85 and 1987-88), the country has
 

largely been self-sufficient in aggregate cereal production.
 

However, we believe this trend has now ended due to rapid
 

population growth; the increasing scarcity of high potential
 

land resources; the lack of appropriate and affordable
 

technological packages available to small-holders; and policies
 

that constrain efficient market development. Therefore, we
 

expect that cereal deficits will continue to increase in
 

severity through the end of the century. As shown in Table 2,
 

the deficit for 1987/88 is approximately 575,000 MT (Productiun
 

is now estimated to be 15% below the long-term trend for corn
 

(maize) and 10% for wheat). In the short-term the deficit will
 

be offset largely by existing stocks; however, the long-term
 

implications are unsettling. Assuming "normal" production, he
 

cereal deficit in 1988/89 is expected to total 326,000 MT.
 

This quantity is expected to increase to over 1 million MT by
 

the turn of the century. As an example of the severity, in
 

1995/96, again assuming "normal" crop conditions, the total
 

deficit of 795,000 MT is expected to nearly equal that
 

experienced during the 1984/85 drought.
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717)10 4.0 24.041 * 110.2 20.1 3.1 15.7 2.7 152.5 + 2.649 501 74 3e 64 3,666 + (62) 12552 19) (20) (24) 2370). 

iM0191 3.9 21.979 4 1NM.. 21.3 3.1 15.5 2.7 152.5 # 2.743 532 78 38. 67 3.809 + 1114 (290) 2 111) 126) (43)+ 
1391!12 3.9 29553 + IC9.5 21.8 3.2 15.3 2.7 152.5 # 2.841 566 82 398 71 3.953 # (163) (3072 3 117) 129) 1518).

912193 3.9 29.965 a i3.2 22.3 3.2 15.2 2.3 152.5 # 2.941 602 87 409 75 4,112 4 I176 (333 2 2I6 (132) 1570)0 

19T3/14 3.9 28.0!7 * 10.7 22.0 3.3 15.0 2.9 152.5* 3.045 638 91 419 7? 4.273 + 1226) 1361) 2 113) (35) 1e8i. 

2094)95 3.9 23.109 4 HI.3 23.3 3.3 14.9 2.9 152.5 + 3,152 678 96 436 33 4,439 4 (256) 1379) i Ill) ia2i 170314 

675196 3.1 Iu.215 * 107.9 23.8 3.4 4.6 2.9 152.54 3.28 720 102 440 al 4.608 0 (313) 14331 (1) 9) 0ll 17971# 

199b:97 3.9 31.364 107.4 24.4 3.4 14.4 2.9 152.5+ 3.369 764 107 451 92 4.783 4 1337) 1469) 13 15) ( (1159it 
197;93 3.8 32.5554 107.0 24.9 3.5 14.2 3.0 157.5* 3.402 all 213 462 91 4965 # 1359) 15032 (5) Ill 14) 19210o 
92199 3.3 33.793 + 106.5 25.5 3.5 14.0 3.0 152.5 # 3.598 86 119 473 103 !6153 + (376) 1550 17) 4 (52 (93 

199Mi300 3.8 35.077 # 139.0 26.0 Z.6 13.3 2.1 152.5 # 3.718 913 125 404 101 5.349 # (381) 2594) (9) 12 156) 11.033)4 

Swcet 170 - 1987. Data fron ECK/Ministrw os V- .. t5ra1 Sure and FADParoed te of Statistics. USIDA 

I8 - 2000. resiarch and extmnsion proorzl and ilcreased
USA2Dlkenya Es;ectatjcns ba ed mi prw;:. Cta. iaplamentation of thp auritultural fertilizer availability. 
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If the situation is analyzed on a commodity 
basis, we find
 

that the leading contributor to the domestic 
production deficit
 

In 1970/71, Kenya was virtually self-sufficient 
in
 

is wheat. 


However, it is predicted that the domestic
 wheat production. 


consumption deficit will increase to 230,000 
MT in 1988/89; to
 

to nearly 600,000 MT by the year 2000.
 400,000 MT by 1995; and 


While the Government's stated policy is 
one of
 

"self-sufficiency", the de facto policy 
for wheat is one of
 

an increase
The principal factors that limit 
"self-reliance". 


in Kenya's wheat supply include: (1) the relative scarcity of
 

appropriate land resources; (2) the capital-intensive 
nature of
 

Kenyan wheat production; (3) the sub-division of acreage.
 

historically devoted to wheat as a result 
of increasing rural
 

population pressures that result in the transfer of land from
 

wheat to maize; and (4) the relatively high yields (2.25 MT/Ha)
 

Taken together, these
 of current wheat technologies employed. 


factors have limited net production increases, 
while
 

than
 
simultaneously the demand for wheat has increased 

by more 


over 6.5% per year. These increases h;

2.5% per capita, or 


been caused by changes in consumer taste; 
the convenience
 

wheat products; and the increased income associated 
with
 

The net effect of these
development and urbanization. 


movements is that the wheat gap is currently 
increasing by
 

25,000 MT per year, with an expected increase 
to 50,000 MT per
 

year by the end of the century.
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The second commodity which contributes to the expected
 

deficit is corn. 
 Corn or maize is the staple of the Kenyan
 

diet. 
 It accounts for some 80% of cereal consumption. With
 

the exception of the drought years, production historically has
 

exceeded consumption. 
We expect a modest deficit in the lae
 

1980s increasing to more than 250,000 MT in 1994/95, and
 

approaching 400,000 MT by the end of the cehturyo 
 The basis
 

for these expectations is that, during the past decade,
 

production has been increasing by slightly more than 2.5% per
 

year, largely due to increase in acreage devoted to maize
 

production. Simultaneously, demand has been increasing almost
 

as rapidly as the population: over 4.0% per year. 
The
 

production shortfall has resulted largely from the fact that
 

the high potential land frontier has been rapidly closing.
 

While we expect the A.I.D.-financed Maize Research Program, and
 

the World Bank-financed Extension Program, to increase the
 

availability and affordability of appropriate technological
 

packages, we recognize that only limited returns will accrue
 

from research and extension investment through the end of 
 '?
 

century. Therefore, we expect an 
increasing deficit for 
m e 

through the early years of the 21st century. After this t. :, 

some surpluses could emerge. It should also be noted that much
 

of the maize deficit may be attributed to the poultry/animal
 

feed industry, which is expected to grow dramatically as a
 

result of both the continued increase in the demand for
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livestock products, and to the land constraint which will force
 

an increasing share of the livestock sector to be grain fed
 

(zero grazing).
 

A review of the commodity situation for rice shows the
 

current domestic rice deficit to be approximately 20,000 MT.
 

This should be reduced as a result of on-going efforts to
 

expand irrigated rice production, as well as the African
 

Development Bank's effort to expand rainfed production. As
 

these plans are brought into production, we estimate that there
 

will be a slight rice surplus in the early 1990s. However,
 

this could well be followed by a small but increasing deficit
 

unless additional acreage is brought under cultivation at the
 

expense of another commodity (probably maize).
 

During the remaining years of this decade, a slight
 

deficit for sorghum/millet of 20,000 - 25,000 MT is
 

anticipated. It is expected that this deficit will be reduced
 

to approximately 10,000 MT by the mid-1990s, and resu!i- in a
 

potential surplus (due to the investmcnt in agricultural
 

As a result of the increasing
research) by the year 2000. 


preference for maize, the demand for sorghum/millet as a
 

food/beverage commodity has been declining rapidly. As a
 

result of the growing animal/poultry feed industry, however, it
 

is expected that the demand for sorghum will increase over
 



time. It has been proposed in Sessional Paper No. 1 (1986)
 

that Kenya should adopt a blending formula of sorghum with
 

wheat as the basic bread ingredient. Such a policy is
 

supported by USAID/Kenya. Should it develop, it may be
 

possible to decrease the national demand for wheat by 10%.
 

The final commodity is "other grains", i.e. barley and
 

oats. The principal commodity is barley, which is a virtual
 

monopoly of Kenya Breweries and their contracted outcroppers.
 

Here, the figures reflect a small current deficit of
 

approximately 10,000 MT. However, this is likely to increase
 

to 55,000 MT by the turn of the century. In order to cope with
 

this deficit it will be necessary either to import barley or
 

contract additional acreage with wheat farmers at a favorable
 

price. Such a strategy would reduce the wheat acreage and,
 

hence, production by a comparable amount.
 

The second means of food needs analysis focuses upon 

caloric intake as a percentage of the FAO-set standard. T e 

3 presents the per capita availability of domestically-prc. -.ed 

commodities for the 1971-1987 period, as well as our suppl. 

expectations through the end of the century. The table shows
 

that, as a consequence of climatic factors, per capita food
 

availabilities (particularly for cereals) have been highly
 

variable. If we assume that "normal" climatic conditions will
 



lable 31 Domestic Per Cloita Avail2bility of Fmd Crops. 1971 - 2000. 

*rreals 
 * 
 Other Food Crop
 

* Rice Sorohuml Other All 4 Roots I

fear Other Food * All* Maile N.eat Paddy Millet Grain Grains * Pulses 7ubers Oilseeds Sucar Vecetables Fruit Crops Total * Food Crops 

t 

7
: W7i + 93.4 13.9 2.5 25.1 
 2.5 137.3 * !9.4 72.5 1.8 18.3.:71i72 + 113.4 12.7 2.9 26.4 29.4 166.8 + 304.125.3 2.9 157.0 + 19.6 72.6 2.3 
 19.3 26.3 29.7 
 167.9 4 324.3
37273 + 102.1 10.6 2.9 23.9 2.5 141.8 + 17.7 73.4 3.3 17.1
.- 73i74 + 26.0 28.6 166.1 • 307.990.1 9.2 2.5 
 22.5 2.2 127.0 + 16.4 73.0 3.3 
 21.4 24.B 27.337175 166.7 4 293.7* 95.1 10.3 2.3 21.0 2.0 130.7 . 17.8 7;.9
4 

2.6 13.7 25.0 29.4 163.4 * 294.1 
44
 

-35i76 + 112.0 10.2 2.7 24.3 
 2.4 151.5 + 16.3 72.7 1.9 16.9.W6477 4 115.7 11.1 24.8 31.1 163.7 + 315.22.9 23.3 2.5 155.5 + 14.4 71.6 3.6 14.6 24.2 
 32.4 160.8 * 316.3
:; 77 a 113.4 9.6 2.3 27.9 2.4 155.6 + 13.8 74.9 4.3.97B!9 4 114.8 9.6 
16.7 24.3 32.i 16s.5 + 322.12.2 29.4 2.1 156.2 # • 11.4 73.1 5.0 15.4 24.' 33.3 162.3 4 319.5. 9/0 + 99.4 2.0 2.0 210.2 2,2 131.B + 11.7 71.5 5.1 16.6 
 236 33.2 161.7 293.5 

+;0,91Ga.6* 9.2 2.3 22.0 2.4 125.2 + 11.7 61.4 5.4 14.5 23.7 34.3 
 151.0 * 276.2. *41,'2 131.5 11.9 2.1 21.7 2.3 169.5 + 15.9 66.8 6.3 13.6 23.7 
 32.6 159.1 *
.9E2183 4 19.2 11.9 " 2.0 329.619.9 2.1 154.0 * 13.2 61.8 6.4 13.3 21.4 30.3 
 146.4 # 300.4
:93 ,'1 4 97.3 9.5 1.9 12.6 1.9 121.1 4 7.5 53.5 5.9 12.8 15.2 
 29.0 123.9 4.994/85 + 79.7 2.9 1.4 245.016.5 1.2 0.5 * 
 11.0 59.7 
 5.7 13.5 20.2 28.6 
 137.7. 239.2 
4+ 
 13.4 3.
.A5196 • 122.7 9.9 1.7 13.7 1.9 149.9 * 13.6 55.4 5.6 
 .15.6 22.5 
 31.7 147.4 4 297.3
.9EIB7 4 12-.7 10.4 2.0 1.6 2.9 151.7 + 14.9 57.8 5.5 15.2
957/9 * 91.6 8.1 1.5 

22.3 31.4 147.0 4 298.611.1 1.5 113.8 + 14.5 57.5 5.5 
 14.8 22.1 31.1 
 145.4 * 259.2
- 5GI2 4 99.3 9.9 2.3 ;1.5 1.6 15.5 + 14.1 57.1 5.5 14.5 21.9 30.8 
 143.8 + 269.34 98?1909.0 8.7 2.6 13.4 1.6 124.2 4 13.8 56.7 5.5 14.1 21.6 30.54 142.3 + 266.5
 
4 


.990!91 * 95.7 8.5 .0 413.3 1.5 122.1 4 13.6 55.6 5.6
.9?1!92 • 93.3 E.4 
13 8 21.4 30.2 140.2 * 262.3
3.1 13.2 1.5 :19.6 4 13.5 54.6 5.6 13.5 21.2
.c2/93 4 92.2 8.2 3.1 

29.9 138.3 # 257.813.1 1.5 1&!.1 * 13.3 53.6 5.7 
 13.2 21.0 29.6 
 136.3 + 254.4
.I3194 + 90.9 9.0 
 3.2 13.1 1.5 116.7 4 13.2 52.4 
 5.7 12.9 20.9 
 29.3 • 134.3 # 251.0
#.91959.8 7.9 3.2 13.0 ! 15.3 # 13.0 51.5 .e 12.6 

4 

1.5 20.6 29.0 132.5 + 247.7 
+ 

. +96• 97.7 7.8 3.2 +12.9 1.5 113.0 + 12.9 50.7 5.9 
 12.3 20.4 28.7 
 130.7 + 243.7
.:/i97 896.9 7.7 3.1 12.8 1.4 111.9 + 12.5 50.0 6.0 12.0:'7=19# 86.1 7.5 3.2 
20.2 29.4 129.1 4 241.1!2.' 211.0 + 12.3 49.3 6.2 11.8 20.0 28.1 
 127.7 * 239.7
.E/9 • 95.4 7.4 3.1 
 1;.2 + 12.2 48.7 6.4 11.5 19.9 27.9 12&.4 235.59/200 * 85.0 7.3 3.1 !K., 
 .6+ 12.0 48.2 6.5 11.2 
 19.6 27.6 125.1 * " 

Source: 1970 - 1987, Meroed Data froa SOXIi, .- , S /O1entral
Bureau of Stati;tics. USDA and FAD
18B - 2000. USAID/Kenya Expectations b:5r: c- c.ta.da z;mleotation of the acricultural research and ext.nsim program and increased iertilizer availability. 
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prevail through the period, we find that per capita
 

availabii,.ties of grains are expected to decline from 139 kg in
 

1971-75 to 124 kg by the end of this decade, and to 110 kg by
 

the turn of the century. A similar trend is shown for other
 

food crops, with per capita availability decreasing from 166 Kg
 

in 1971-75; to 142 kg by the end of this decade; and 125 kg in
 

the year 2000. It is noteworthy that oilseed and fruit
 

availabilities are not expected to decline as 
rapidly as other
 

commodities because of a significant level of private
 

investment and community participation.
 

Using USDA conversion factors, Table 4 translates the per
 

capita availabilities into caloric intake. 
This table shows
 

that per capita caloric intake from food crops is expected to
 

decline from 1800 in the late 1970s, to 1550 in 1990, 
to
 

approximately 1390 in the year 2000.
 

Table 5 presents total per capita caloric intake.
 

including the livestock sector, and compares this figure. with
 

the FAO standard. 
The table indicates that throughout the
 

1970s caloric intake was nearly 2000 calories per day, or more
 

than 20% above the FAO minimum standard for Kenya. However,
 

during the 1980s, per capita availabilities have declined to an
 

average of only 5% above the FAO standard. In fact, they were
 

below this standard during the 1903/85 drought: period. Our
 



T7ble 4: Per Cauita Caloric Intake 0 Food trcps. 1771 
--2000.
 

+ 
 Cereals 
 + Other Food Crops
 

Rice Sorohuri Other All # Roots t
-Ear + Kai:e Wheat Paddy millet 6rain Erains f- Pulses Other Food + AllTubers illseeds S-oar Vegetables Fruit Crops Total + Food Crops 

4 ~t4
.:7;i73 + 722.8 103.5 24.8 1?M.0 1.; 1.062.4 + 120.7 194.7 
 39.5 178.5 15.1
.:71172 + 877.4 35.0 644.2 + 1,706.95.1 27.9 
 196.2 19.4 1.215.1 + 173.3 194.1 50.4 388.2 15.9 35.4
.72,73 + 65.1 + 1.273.270.3 79.2 27.7 2 4.7 16.8 1.098.6 + 14.9 197.1 72.3 366.8 
 15.7 35.3
.7Mi74 + 701.3 68.9 24.4 174.6 4.7 984.0 + 152.8 196.0 72.3 20B.7 

652.0 + 1.750.6
 
14.9 34.3
.- 74;75 679.0 + 1.663.0. 73. 77.2 22.8 162.8 13.2 1.012.2 163.8 201.1 57.0 133.6 15.1 36.2 
 608.9 + 1.621.0


# 
-75176 4 866.3 
 74.1 26.9 1S.6 15.9 1.175.8 

+ 
* 151.8 195.2 4

41.6 164.9 14.9 38.3
:U4-177 4 895.3 606.8 1.780.k82.7 29.1 
 181.1 16.6 1.204.8 + 134.1 192.2 
. 78.9 142.4 14.4 39.9+778877.8 602.2 4 1.807.071.5 .? 21S.3 16.0 1.204.9 4. 129.5 200.8 94.2 162.9 14.k
. U 40.2 641.3 # 1,846.24'8;79S-3.4 64.3 22.0 223.6 11.1 1.209.5 4 106.2 196.3 109. 150.2 14.5 41.1. 49i60769.0 617.8 4 1.027.3 
4 

S9.9 20.0 156.7 14.7 L,00.Z # 1)9.0 192.0 111.B 161.9 14.2 40.9 629.9 4 1,650.1
 
.920/91 9e5.8 73.6 • :3.1 


4 

170.9 15.6 968.9 + 10.0 
 164.9 116.4 141.4 
 14.3 42.3
+1;221.017.8 88.9 20.6 590.2 + 13559.1. 4 169.5 15.4 1,311.1 + 148.1 179.4 142.5 132.6 14.3 40.2
. 492:83* 914.6 88.7 657.1 4 1.969.219.7 154.2 13.7 1,191.1 + 123.0 165.9 140.3 129.7 12.1
4 752.8 63.7 37.4 609.1 + 1.800.317.9 79.1 
 12.5 937.0 + 69.9 143.6 129.3 124.8 9.2. +4J35602.5 35.8 512.6 4 1.449.620.S 1:.7 129.2 .2 779.3 + 
 102.5 137.6 121. 1M.7 12.2 35.3 564.1 * 1,343.4
 
+251a69!7.5
* 
 74.2 17.1 106.5 12.2 1.159.3 + 126.7 156., 
 122.7 1M1.9
:;21/87 + 9'7.2 13.6 39.1 610.0 4 1.770.177.7 19.9 106.0 12.7 1.173.5 + 137.9 155.2 120.0 148.2
_::7188 * 70,1.8 60.7 14.6 13.4 39.7 613.4 + 1,786.9
86.1 5.8 880.1 + 134.7 154.3 120.0 144.7 
 13.3 38.4
2.23189 + 763.2 66.4 605.3 + 1,485.3
22.5 104.6 10.6 972.4 + 131.6 153.3 120.3 141.2 13.2
* 723.3 38.0 597.5 4 1.569.964.8 2:.5 104.1 10.4 963.2 + 
 128.5 152.3 120.9 137.8 13.0 37.6 
 590.1 + 1.553.3
 

.©90191 
+ 
+ 740.! 63.7 30.3 103.6 10.3 947.9 

+ 
+ 127.0 4
149.4 121.7 134.6
:??1/92 + 722.1 62.5 30.9 102.6 10.! 12.9 37.2 582.8 * 1.530.7
928.4 + 125.5 146.7 122.7 
 111.5 12.3
:292/93 + 713.1 61.4 36.9 576.0 4 1,504.43!.2 101.9 10.0 917.5 4 124.1 143.9 123.8 128.5 12.7
:993194 + 703.6 60.2 31.4 ON.4 36.5 569.1 + 1,486.99.9 906.4 + 122.7 140.8 125.4 
 125.5 12.5
::+495 4 674.6 36.1 563.0 + 1.469.459.1 31.5 10.7 9.7 855.6 + 121.5 138.2 
 127.2 122.6 12.4 35.7 
 557.7 * 1,453.3
 

.95/96 + 679.8 58.2 :1.6 99.8 
 9.6 978.1 4 119.1 136.1 129.4 119.9 12.3
*16/97# 672.0 57.2 3!.3 35.4 52.1 * 1.430.197.6 9.5 R69.7 + 116.8 134.2 132.2 117.2 12.2 35.0
+97/98666.0 56.3 31.3 547.6 4 1,417.3. 6 99.2 9.5 662.4 + 115.0 132.5 135.3 114.6 12.0 34.7
99a:99 * 661.0 55.4 544.1 * 1,406.531.3 9q.0

4 657.6 9.1 86.1 + 113.2 130.9 139.2 112.1 11.9+:491200 54.5 31.2 99.3 9.3 852.0 + 11.7 12..3 34.3 541.7 4 1.397.9143.4 109.6 11.3 34.0 
 59.8 + 1,391.8 

3Burce: 1970 - 1987. Ierced Data fro, -. .... 0v1';r:f riculture. GO1U/entral Burpau of Statistirs. USDAand FAD1988 - 2000. USAID/Kenya Ex.-.. - . .:lous da';. iaplerentation of the acricultural research and extension program and increased fertilizer availability. 



.able 5: 
 Total Calrric Consuaotion and Caloric Burolus/Deflclt. 1971 
- 20M 

FAD FAD Security Caloric Caloric IntakeLther 
 Llvstok

Year Meats HilP Livstk Fish Fish Cereals 

Cther Total Critical Allowance Surplus/Deficit as a Percent o4
Food Crces Calories Liit (10) Cat/ay) FADSecurtyNe
 

1970/71 94.9 
 127.6 2.2 
 6.5 247.2 1,02.4 644.2 ;.953.8 1.57.0
1971172 82.9 L.669.7 265.1J35.6 27.8 117.1
6.3 254.6 1.215.1 
 652.1 2.127.B 1.517.0 1.6B.7
1972173 459.161.2 13.0 27.3 6.3 127.5249.8 1.098.6 652.0 2,000.4 
 1,517.0 1,668.71975174 G1.2 122.0 25.9 6.0 331.7 111.9234.9 954.0 679.0 1.897.9 l.'17.0 1.5.71974/75 60.3 113.4 32.6 6.0 229.2 113.7232.5 1,012.2 608.8 1,653.S 
 1.517.0 1,666.7 
 191.9 
 111.1
 
J975/76 
 72.1 113.1 44.! 
 5.3 239.6 1.173.8 606.8 
 2.020.2 1.517.0
1976/77 75.0 1.668.7 351.5
113.2 29.0 12J.1
7.7 125.0 1.204.8 602.2 2.032.0 1.517.0
1977/78 1,669.7 33.3
9. 113.0 30.6 121.8
7.4 241.7 1.204.9 641.3 2.097.9 1.517.0
1072/19 91.0 11C.3 1.669.7 419.2 125.1
29.1 7.7 233.1 1,209.5 617.8 2,065.4 1.517.0 1.668.7
i5771co 39.7
8S.8 97.9 27.5 a.3 123.9
222.4 1.020.3 629.9 1.872.& 1.517.0 1,66B.7 
 203.9 
 112.2
 
19EOiB! E5.2 
 91.4 27.. 
 7.9 221.0 963.9 590.2 
 1,772.1 1.517.0
1731/2 91.1 o 92.7 27.2 7.8 

1,669.7 103.4 106.2
218.6 1.311.1 
 657.1 2,186.9 1,417.0 1,666.7
932/23 93.6 92.6 518.2 131.1
8 7.8 221.2 1,191.1 609.1 2,021.5
163/34 91.6 1,517.0 1,668.7 352.3
32.2 26.3 121.1
7.5 207.5 937.0 

1964/85 

512.6 1.657.1 1,517.0 1,669.7
95.1 63.0 111.6)
25.9 7.2 176.2 779.3 59.3
564.1 1,539.6 1.517.0 1,669.7 (129.1) 
 92.3
 
193J3/96 66.6 
 61.4 1B.1 
 7.5 173.6 
 1159.3 610.8 1.9;-.7 , 1.517.0 1,668.7
19E/87 7.0 65.0 275.0 116.5
20.2 7.5 1867 1.173.5 613.4 1,973.6 1,517.0
19B7183 1.668.7
82.0 65.4 22.3 304.9 119.3
7.6 197.3 880.1 
 605.3 1,622.7 1,517.0
191.3/i 1,669.7
83.0 85.9 22.6 7.6 14.0 100.3
199.1 972.4 
 597.5 1,769.0 1,417.0 
 1,668.7
1957/0 65.7 25.3 100.3 106.0
23.3 7.7 203.0 963.2 590.1 1,756.3 1.517.0 1,669.7 
 97.3 
 105.2
 
M9091 3.-6 B6.7 22.8 7.7 200.7 947.9 H82.8 1,731.4 1.517.0 1.668.7
1192 82.3 67.1 22.4 62.7 103.8
 
19;2/93 

7.7 19.6 929.4 576.0 1.704.0 1,517.0 1.668.7
81.1 87.6 22.1 7.9 35.3 102.1
193.5 917.5 
 569.4 1.685.4 1,517.0 1,669.7
1993/9 16.7
79.9 88.0 21.0 7.8 101.0
197.4 306.4

159;/95 78.7 

563.0 1,665.9 1.517.0 1,666.7 11.9)
E6.5 21.4 99.9
7.6 196.4 
 875.6 557.7 1,649.7 1,517.0 1:668.7 (19.0) 
 96.9
 
195i9A 76.7 B8.9 
 20.9 7.9 
 194.4 873.1 
 552.1 1.624.5 1.517.0 1,668.7
1996197 75.5 (4.2 97.4
69.3 20.6 
 7.9 293.4 669.7 
 547.6 1.610,7 1,517.0 1,668.7
1977/1? 159.0)74.4 89.8 20.3 6.0 192.4 W52.4 544.1 J,578.9 1,517.0 

96.5 
1993/99 73.3 1,668.7 (69.8)
90.2 2C.0 95.3
9.0 191.5 85b.1 541.7 
 1,599.3 1,517.0
1979i2000 72.2 90.7 19.7 

1,666.7 (7.4) 95.2
3.0 190.6 852.0 539.6 
 1.J2..4 1,517.0 
 1,668.7 
 2- 94.8
 

Source: 1970 
- 1987. Merced Data ir 
 'rYof Aoriculture, 6OK/Centra! Bureau of Statistics. USDA and FAD
19E8  2000, LSjiknT; Expz,,atnncasai on previous data, ivolezentatlon cf the agricultural research and extension program and increased fertilizer availability. 
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projections indicate that rapid population growth and a lagging
 

sector will cause this trend to continue, with per
agricultural 


capita caloric intake ir a "normal" year (from domestic sources
 

only) totalling 95% of the FAO standard at the turn of the
 

century. Therefore, it seems clear that in order to achieve
 

its stated goal of food security, Kenya will be required to
 

import increasing quantities of food.
 

Tables 4 and 5 also demonstrate the relative importance of
 

cereals, particularly maize, in the diet of Kenyans.
 

Throughout the period of analysis, cereals provided
 

approximately 60% of domestically.produced caloric intake, with
 

maize alone contributing nearly 50%. The second most important
 

source of calories is root and tuber crops, followed by a
 

relatively even balance among pulses, oilseeds, sugar and
 

milk. Finally, Table 5 shows that, with the exception of milk,
 

livestock products do not contribute significantly to the
 

Kenyan diet.
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C. 	 Balance of Payments and Kenya's Ability to Cover Expected
 

Import Requirements
 

The preceding section demonstrates that Kenya is,
 

currently, an importer of wheat and rice. 
Furthermore, it
 

shows that, while Kenya has been marginally self-sufficier? in
 

maize, it will experience increasing maize deficits in the next
 

century. 
 Iable 6 presents a brief assessment of the costs
 

required to cover the production gap. This table, utilizing
 

constant 1987 dollars and prices, shows that Kenya now has a
 

total cereal import bill of approximately $40 million (wheat 

$30 million, rice - $ 5 million, and other cereals - $ 5 
million). As a function of the growing wheat and maize 

deficits, import costs are expected to increase to some $57 

million in 1990, and to $ 135 million per year by the turn of 

the century. In fact, the real cost to the country may be much
 

higher due to 
the fact that both commodity prices and the value
 

of the dollar currently are now relatively low.
 

Because several key factors 
are highly variable (pric...
 

for coffee, tea, petroleum, etc.), it is difficult to predict
 

the Kenyan foreign exchange levels that may reasonably be
 

expected to be available for the import of food commodities.
 

Table 7 presents the Government's short-term preliminary
 

balance of payments projections. They indicate that, for the
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country to replenish its reserves to approximately $475
 

million, Kenya will require additional revenues of $260.3
 

million in 1988, $338.3 million in 1989 and $343.8 million in
 

1990.
 

Historically, the Government has allocated 7-14% of the
 

foreign exchange reserve to food imports, with the higher
 

figure corresponding to famine years. Government records
 

indicate that 60% of this figure has been used to import
 

cereals. Therefore, the expected resources available for
 

cereal imports in the near term are $25-30 million, which is
 

significantly below the $57 million anticipated cereal import
 

requirement in 1990 and represents only 20% of the expected
 

cereal import requirement at the turn of the century.
 

We conclude that, in the short-term, the country probably
 

will require food assistance levels of $25-30 million per year
 

from all donor sources. Although such levels should not alter
 

normal commercial marketing practices, they will be requit .o
 

avoid a potentially-serious displacement of investment ca, ;i
 

for consumption. Given the magnitude of the projections during
 

the 1990s, it is imperative that food assistance resources be
 

utilized to address the underlying factors of the expected
 

deficit, and to encourage Kenya to become a competitive
 

participant in the international market.
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Table 7: Preliinary Balance of Payaents Projections inMillions of U.S. Dollar;
 

1986 1987 198 1989 1990 

IHPORTS 1,472.1 1,545.9 1,507.1 1,656.6 1,793.9 

EPORTS 110116.8 744.6 1.013.1 1,107.1 1,209.8 

IERCHANDISE ACCOUNT (285.3) (601.3) " (574.11 (549.6) (584.2) 

Invisibles (let) 

kovernsent Grants' 150.8 153.8 152.9 163.8 175.i 

Others 63.6 80.4 121.4 159.8 191.5 

Total 214.4 234.1 274.3 323.5 37.2 

CURRENT ACCOUNT (70.9) (367.1) (279.0) (226.1) -(217.0) 

"aPita! (Net) 

G&verneent 16.0 28J.6 94.4 20.0 19.6 

Others 130.3 80.5 56.1 53.3 40.4 

Total 146.3 362.1 150.5 73.3 60.1 

Errors t Danisio;5 15.9 

OVERALL PALAICE 91.3 (5.0) (149.3) (152.8) (156.9) 

FINANCED BY: 

Niotorrowino froa lliF (68.0) (110.3) ,(B8.61 (12B.8) (156.9) 

Other Repayarntt (Add. Pcq.) 0.0 0.0 0.0 (20.0) (44.9) 

£hanoe inReserves (24.9) 115.3 (22.4) 142.9) 140.3) 

3ther Li bilities J.7 

Additiona flequirerent; 0.0 0.0 260.3 330.3 343.9 

RESERVE LEVEL 490.4 375.1 397.4 434.1 474.4 

Source: GOK 
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D. Summary
 

Long-range forecasts are only useful for tentative
 

assessments and need to be updated on a regular basis
 

(quarterly or semi-annually). Nonetheless, the evidence is
 

clear that Kenya faces a structural wheat deficit of some
 

250,000 MT. This is expected to double by the end of the
 

century. The increasing deficit is attributed to the fact that
 

demand for wheat in Kenya is increasing by 6.5% per year, while
 

the supply is increasing by only some 2.5% per year. The chief
 

factors that account for the increase in demand include both
 

population growth, and an increase in per capita demand due to
 

urbanization and economic growth. The limited potential supply
 

results from the fact that Kenyan wheat yields are already
 

relatively high by international standards, and that there is a
 

very limited land base on which to expand wheat acreage. In
 

fact, in Kenya's traditional wheat areas, the acreage is
 

actually decreasing as a result of land sub-division and the
 

increase in less capital-intensive production of maize by
 

small-holders. Since parity pricing was adopted in ea: y
 

1980 1 s, a review of prices indicates that food aid hav not
 

distorted the demand for wheat commodities. This may be due to
 

the fact that such aid enters Kenya only on fully-costed terms,
 

and is not subsidized during the transformation process.
 

Together with domestic production, both food aid and commercial
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imports are resources which the Government employs to ensure an 

adequate food supply to meet the effective consumption demand. 

A basic implication of Kenya's growing wheat deficit is that in 

the short-term the country will need to generate additional 

foreign exchange and/or receive wheat assistance of $20 - 25 

million per year. 

As a percentage of domestic production/consumption, we do
 

not expect significant shortfalls in normal years for other
 

commodities (with the exception of oilseeds). However, even in
 

"normal" years there is a strong probability that Kenya will
 

need to import increasing quantities of maize to satisfy the
 

demand for both the food and feed industries.
 

III. A Review of the USAID/Kenya Food Assistance Program, 1980 - 1987
 

A. P.L. 480 Title I Overview
 

USAID/Kenya has had an on-going P.L. 480 Title I program
 

since 1980. As summarized in the following table, during the
 

1980 - 1987 period, A.I.D. has provided an estimated 590,600 NT
 

of agricultural commodities valued at approximately $95.9
 

million. A review of the program over these years suggests
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that it is appropriate to consider it in two distinct phases:
 

the initial phase of 1980-83, and the current phase of 1984-87.
 

1. The Initial Phase: 1980 - 1983
 

The initial phase of the current program was
 

developed as a result of the 1980/81 drought which, as
 

shown in the earlier tablee, greatly reduced the domestic
 

food availabilities. While the documentation is
 

incomplete, the Government recognized the severity of the
 

s'hortfall and declared a disaster. The A.I.D. response
 

was the initiation of a Title I Program rather than
 

emergency assistance under Title II. These quasi-relief
 

efforts continued over a two year period during which
 

A.I.D. delivered 60,800 MT of wheat, 10,000 MT of rice and
 

129,900 MT of maize. Following the emergency situation,
 

the program shifted course in 1982-1983 to one in which
 

the emphasis was general balance of payments support o
 

the Government of Kenya with an emphasis on moving t>
 

commodities and satisfying domestic U.S. producer
 

interests. It was also during this phase that the two
 

Governments agreed on port access rights. We believe that
 

these two factors eaused responsible Government of Kenya
 

officials to perceive the Title I program as one that
 

primarily benefitted the American farmer, and which served
 



Table 8: A Sectarv of the P.L. 480 Ttle I Proiram. 1980 - 197 

Year 

1960 

lB1 

1982 

Date of
Signino 

03105/80I 

i,/liO 

12131/80 
05122;31 

06/03=2 

rescrioticn 

2sic Aoreement 

Acrndseht 

basic Aoreea=nL 
maendlent 

Pasic foreeoent 

wheat 

40.E00 

20.00 

70.000 

Comeditv 

Rice 

10.000 

15,000 

MT1 

Naiz2 

20,00 

69,,00 
40.200 

+ Value of 
+ Title I 
+ Prooram 

Total * (o00 uSS) 

40.800 + 6.900 
50.500 + 10.01N 

* 
+ 

69,200 + 11.000 
40,200 # 5.000 

+ 
485.000 * 15, 00 

Self-Heilp measures 

1.aroaden mandate of 6SOcrop reporting 
2. Suoport food crop research 
3. Uporade extension service 
4.Inprove availability of smallholder credit 
5. Maintenance fund for iars-to-market road projects.
6. Support Soil Conservation progras 
7. Provide funding to the hural Develuouent Fund. 
1. Sneclal Account 

* 2. l!9leent operational reforms of NP8 

1193 10127132 ;asic Aq;eesent 71,000 15.000 

+ 

* 

86.000 + 15.000 

3. ontinue to write off debt of HCP1 
4. Prepare and adopt policies for grain security proqosa 
1. Special Account 

1984 08/24/34 Bisic Aoreement 35.000 

+ 
* 
+ 
+ 

35.000 + 5,000 

2. loplevent operational reforms of NCPI 
3. Eontinue to write off debt of NCPI 
4. Prenare and adopt policies for qrain.secuity proqra
5. Introduct freer movement of orain 

1. Privatization In 195 

1995 07JlIIe5 Basic Agree~ent 66.000 

+ 
+ 

65.000 + 10.000 

2. Drought Response System 
3. Spe:ial Account 

1. Fivatization - Offer full amount to private millers 

2986 07 /16/d6 Baoic Aareement 55.0co 11.000 

+ 
+ 

* 

6,000 # :0,O00 

2. Food Erain Situation and Outlook Reportinj
3. Report an Grain Reforms llmpleaetatiom of 
4. Special Account and Deposits 

1.Title I Procram Coordination by rOK 

looker Report) 

1937 06/29/67 Basic Aoneeent 51.0 

+ 

+ 

+ 

51,900 * 

+ 

+ 
+ 
+ 

8.000 

2. Full Frivatization of Title I Commoditivs 
3. Food Grain Situation and Outlook Reporting 
4. Special Account and Deposits 

1.Full Frivatizatioo of A.I.D. and Commercial Imports 
2. lerms of Refrrence for Feasibility ;'l.v -fDirect 
J.Docestic Grain Marketino Rr o t ,V : nced 
4.Food Grain Situation and Out!.:,t-,r;lnq
5. Food Aid Coordination 16M. and bonjrsi 

millmrhmprtation 

Total ::.::.OsO 129.900 9590.600 * 95,900 
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as partial remuneration to Kenya for U.S. strategic access
 

privileges.
 

The documentation for this period reveals that while
 

Self-Help Measures were included within the program, these
 

measures were written in a general tone without specific
 

achievements or benchmarks included. 
Also, neither the
 

Government of Kenya nor USAID/Kenya adequately monitored
 

the deposit and use of funds to ensure 
that the
 

counterpart generated was made available and effectively
 

used for developmental purposes. 
Thus, the Government
 

gave minimal.attention to the Agreement, and did not feel
 

obliged to act upon 
or 
report with any degree of substance
 

on the developmental efforts of the country in the food
 

and agricultural sector. 
 Yet because of the political
 

importance of the program, levels were maintained at the
 

*15--17 million range throughout the period.
 

2. The Current Phase: 1984 - 1987
 

The current phase of the program began in 1984 with
 

the integration of the Title I Program into the
 

USAID/Kenya Agricultural Strategy. Specifically,
 

USAID/Kenya decided that we 
needed to tighten up both the
 

design and implementation of the individual Title I
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agreements. It was also decided to view the program as a
 

multi-year effort, cumulative in nature, even though
 

Title I agreements are permitted on an annual basis only.
 

A 1984 review of the USAID/Kenya agricultural portfolio
 

found that we had numerous projects that were about to be
 

phased out. We decided to identify those areas where our
 

development assistance investment could be most
 

productively used. Simultaneously, we decided that the
 

Title I Program would be used to complement the
 

development assistance portfolio by addressing specific
 

policy and/or organizational issues. Title I would also
 

serve as a funding source for the Government's
 

contribution to A.I.D.-financed projects and complementary
 

activities in the food and agricultural sector.
 

a. Privatization
 

This turnabout in the Mission's approach to Title I
 

is shown most strongly in the area of privatization, which
 

started with the 1984 Agreement and focused exclusively cn
 

the privatization of Title I commodities. This self-help
 

measure was deliberately chosen as an appropriate policy
 

area for a Title I focus. (The Government had previously
 

gone on record as agreeing to report on policy measures
 

undertaken but was reluctant to undertake broad-based
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structural reforms as a result of negotiations with a
 
bilateral donor). 
 During negotiations, the Government
 

balked at making such a significant reform when the
 
overall Title I level was being reduced from $15 
million
 
to t5 million, but did agree to implement the reform under
 
the FY 1905 Program. As promised, in FY 1985 the
 

Government attempted to implement the measure, but
 
inexperience with the necessary bidding procedures meant
 
that only 15% was distributed through private channels.
 

The self-help measure was repeated in FY 1986, when 100%
 
was privatized. More importantly, the National Cereals.
 
and Produce Board, the Minist-ry of Agriculture, and the
 
Ministry of Finance have been convinced that the
 
privatization measure results in considerable economic and
 
financial savings to Government while permitting the
 
Government to retain sufficient monitoring control over
 
the food supply to avoid any shortfalls or speculation.
 

As a result of these conclusions regarding pri 
 *e
 
marketing, the Government has agreed to 
study the
 
feasibility of permitting the import privatization program
 
to expand to its logical next phase, i.e., 
the direct
 
importation by private millers. 
 The terms of reference
 
for this study are to be completed during the GOK's
 

1987/88 financial year, conducted during 1988/89 and
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implemented in 1989/90. While the pace of implementation
 

is not as rapid as USAID/Kenya like, we believe that on
 

policy issues of this importance, it is better to proceed
 

at the Government's pace than to push too hard, being
 

ready to provide assistance as the Government attempts to
 

develop a strategy for implementation.
 

The success of this incremental approach to policy
 

reform can be seen in the Government's agreement to fully
 

privatize all commercial imports, as well as Title I wheat
 

c6mmodities, during the FY 1987 program. The Gdvernment
 

has also indicated that it w.ould be willing to privatize
 

wheat supplied by other donors if these conditions could
 

be incorporated within the respective bilateral
 

agreements. (This willingness by Government to expand the
 

privatization program was one of the factors which led to
 

the development of the FY 1987 Self-Help Measure on Donor
 

Coordination).
 

b. Domestic Market Reform
 

A closely related, though indirect, consequence of
 

the privatization program was that the demonstration of
 

sufficient monitoring control of the food supply at 
a
 

reduced cost to Government has led to a renewed effort to
 
a 
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reform domestic market policies. In 1983, the Government
 

had initiated efforts to reform the domestic market
 

structure, i.e. replace the monopsonistic position of the
 

National Cereals and Produce Board (NCPB) with a
 

competitive system with the Government (in the form of
 

NCPB) as a buyer/seller of last resort. However, tl.: e
 

efforts were overtaken by the drought of 1984, which
 

greatly distorted the market. In 1986, becausethe
 

domestic market developed a surplus and the Title I
 

privatization program carried a demonstration effect, the
 

Government attempted to liberalize the domestic maize
 

market. Eventually, this program failed because of
 

noncompetitive farmgate market structure and an
 

agricultural credit sector dependent upon NCPB as a
 

collecting agency for seasonal credit. Taken together,
 

these factors led to the temporary suspension of the free
 

market for cereal crops in early 1987
 

Rather than being a dead issue, however, the
 

Government continued to develop two strategy document.:: on
 

food security and the operational reforms of NCPB. These
 

are expected to establish a basis for the future market
 

policy of the country. As a result of this development,
 

the FY 1987 Agreement incorporated a self-help measure
 

which required the Government to transmit these studies
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and to advise USAIP' enya of-the policy decisions. Once
 

these decisions are made by the Government, we intend to
 

use future year programs to support and reinfbrce the
 

Government's efforts to assure the development (not simply
 

liberalization) of competitive agricultural markets.
 

c. Situation and Outlook Reporting
 

The Mission has concluded that the Government has not
 

made the same level of progress in situation and outlook
 

reporting. The problems in this area are three-fold.
 

First, the Government currently has five different
 

agencies which are responsible for assessing the crop
 

situation. While each organization is attempting to
 

perform its assigned task, there is, at this time, a
 

difference of 25% in the respective estimates. The
 

magnitude of this range, plus institutional rivalries,
 

have resulted in a situation where the information is
 

available but not officially reported in a timely
 

fashion. The second factor, which is closely related to
 

the first, is the lack of scientific methodology and
 

resulting inaccuracy in the estimates. Presently, none of
 

the institutions are using scientifically-accepted
 

procedures for crop estimations. It is widely
 

acknowledged that list-frames are appropriate for
 

household and socio-economic data, but are
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inappropriate for crop estimates (due to the introduction
 

of a small-farmer bias). 
 A lack of funding, however, has
 

meant the Government has been unable to complement the
 

basic list-frame used by the Central Bureau of Statistics
 

with an area-sample frame. 
 The lack of recurrent cost
 

financing has also impeded the ability of 
the Ministry of
 

Agriculture to collect as much information as would be
 

desired.
 

Finally, the third and most significant issue is one
 

of attitude. Traditionally, Kenyan officials have
 

perceived agricultural statistics to be useful-after the
 

fact, as historical record rather than as preliminary
 

estimates useful in the decision-making process. This has
 

tended to discourage the collection and dissemination of
 

relevant statistics. (Through relatively intensive
 

efforts of USAID staff, as well 
as the introduction of
 

U.S. and Canadian-educated officials to highly resporn'ite
 

positions, such attitudes are beginning to change an(' 
 e
 

quality of the reporting has improved.) We believe that
 

basic market information is essential to the development
 

of free and competitive markets. As such, in spite of
 

relatively poor performance on this self-help measure, we
 

will continue to press to improve the Government's
 

reporting capability because we regard it 
as an essential
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pre-condition to agricultural development and economic
 

growth.
 

d. Counterpart Programming
 

In addition to the policy improvement discussed.
 

above, the current phase of the Title I Program has made
 

significant progress in terms of programming of Title I
 

local currency generations for mutually-agreed upon
 

purposes. The programming of counterpart funds has been a
 

difficult ptocess since the inception of the program in
 

1980. The Government has long contended that since the
 

Title I Program is a loan, the original arount, as well as
 

the proceeds derived, belong to the Government to use as
 

it sees fit until repayment is made. On many occasions,
 

A.I.D. has described the high degree of concessionality in
 

the program, but to little avail. To complicate the
 

programming issue, the Government has been seriously
 

engaged in a budget rationalization program that s
 

intended to reduce the proliferation of projects nd to
 

ensure that there is sufficient financing for on-going,
 

high-priority programs.
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In late 1986, after lengthy discussions it was agreed
 

that as the first priority the two governments would
 

jointly program counterpart funds in support of on-going
 

USAID-financed projects. It was further agreed that
 

should sufficient funds be thereafter available, the two
 

Governments would program these resources for activ'ties
 

which were considered by both parties to be of high
 

developmental priority. Table 9 presents a summary of the
 

activities for which Title I generations have been
 

programmed in the 1987/88 Development Budget. This table
 

indicates that the highest priority areas 
-- agricultural
 

research and education -- were the recipients of funds.
 

The table also reflects USAID/Kenya's intent to utilize
 

counterpart funds to support activities such as 
renewable
 

energy, soil conservation and the District Development
 

Fund, which are believed important to Kenya's long-term
 

growth and development but which cannot be fully funded
 

for lack of external assistance. Since these monies have
 

only been programmed in the past year, we do not yet h,,ve
 

an accounting for the expenditures or a measure of th
 

developmental impact of these uses. 
 Such reporting nould
 

be provided by the GOK in the Annual Self Help Report.
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iabie : Sa.aary ot litle I Eaunterpart Funds ProQraued inthe Oevelopeent iudoet 1987i88 

Amount Proraemed in
 
Letters oi ,reement
 

Vote Hinistry Sub-Vote Head IkPounds)
 

F!19B4 P.L. 490 litle Irroorim
 
Fayaaster SeneraJ iccount No. 115
 

0-10 Support of National iiaricultural 
Research Pouras It~Iistry oi 
iqriculturej 

l0O 580 1,443,000 

0-10 Soil Conservation - Machinery 

Rehabilitation tinistry of 
Agriculture) 

103 247 1,4000 

b-b District bevElopment Fund (Hinistry 

oi PianninQ I Hational Dcvclc.plent) 
J55,553 

Fr 1985 P.L. 400 Title I Froorai
 
faveaster 6enerai Account No. 129
 

0-30 	 Renewable EnerQy Developsent 301 430 1,620,000
 
Ihinistry of Energy and ReqionfI
 
bevelopzEnt)
 

D-31 	 EQnrton Universit Cohleqe in support 833 3,600,00
 
of IDAI and Por. flaiIQErent Projects
 
iHinistry of Education, Science &
 

Technoloqy)
 

P-b 	 District Development Fund (Hinistry 2,124,000
 
of Planninq & National Developsenti
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A related issue is the timely deposit of counterpart
 

generations. This is a problem which has been persistent
 

and is intertwined with the Government's legally correct
 

interpretation that the counterpart funds belong to it, as
 

well as to the chronic financial difficulties of the
 

NCPB. However, while these problems persist, the
 

Government did agree in the Minutes of Negotiations to
 

develop a deposit plan for all Title I counterpart
 

arrearages. USAID/Kenya is currently working with both
 

Treasury and NCPB to assure that all outstandinq sums are
 

deposited in a timely fashion.
 

e. Implementation
 

USAID/Kenya believes that the favorable movement in
 

both policy reforms and counterpart programming is largely
 

attributable to increased staffing within its Office of
 

Agriculture, and to the establishment of a Food for Peace
 

Officer position within the Human Resources Developm -t
 

Office. The decision to place the design of the prc'am
 

within the Agriculture Office ensures that the proposcd
 

self-help measures are consistent with the Mission's
 

on-going policy dialogue and enable better communication
 

between USAID and the technical ministries. Similarly,
 

the establishment of the Food for Peace
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position assures that relatively more attention will be
 

paid to the actual implementation of the program. These
 

developments, as well as the evolving thinking of AID/W,
 

have resulted in the improved design and management of the
 

program. In particular, during the current phase of the
 

program USAID/Kenya has established verifiable bench:. rks
 

to assess the Government's performance in the agreed-on
 

self-help measures. We have also developed a tracking and
 

monitoring system which enables all parties to monitor
 

program progress. Finally, while we have not been as
 

successful as we would like, program implementation has
 

become more developmentally oriented, including on-going
 

discussions and policy dialogue.
 

A second factor which has contributed to the improved
 

performance of recent years is the renewed commitment by
 

both AID/W and the Mission to program food as a
 

developmental resource. Mission management has resolved
 

to ask and expect continued improvement in Governmen,
 

performance as a condition for developing the Subseq.' .-t
 

year's Agreement.
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3. Summary
 

When the overall program is considered, given the
 

level of our investment, USAID/Kenya must conclude that
 

the program has not achieved the desired level of
 

developmental impact. However, we do believe that the
 

progress during the past four years has resulted in
 

increased credibility of the Title I program as a
 

developmental resource. We also conclude that the
 

Government's performance has not been nearly as weak as
 

its reporting of its performance. Indeed, the
 

Government's line ministries, particularly the Ministry of
 

Agriculture, have undertaken'numerous reforms, such as
 

improvements in the research, extension, private
 

investment and credit sub-sectors that contribute directly
 

to the general self-help measure of improved agricultural
 

development. Yet these efforts have never been reported
 

because of ineffective communication within Government
 

and/or the unwillingness of the GOK to appear to be
 

"answering to" the U.S. Governmcnt.
 

B. Project Food Assistance Overview
 

Project Food Assistance (P.L. 480 Title II, Section
 

201-Regular and Section 202-Emergency as well as Section 416)
 

has been programmed in Kenya since 1965. Traditionally, the
 

programs have been humanitarian and relief in nature, targeting
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the poorest of the poor. Except for emergency situations such
 

as periodic droughts, the project food assistance to Kenya has
 

been relatively modest in amounts. The following section gives
 

an overview of project food assistance in Kenya from 1980-87.
 

1. Regular Private Voluntary Agency Programs
 

Only one United States voluntary agency (volag) has
 

carried out.a traditional Title II regular food assistance
 

program in Kenya - Catholic Relief Services (CRS). Its
 

Kenya program began in 1965. By 1980, CRS/Kenya had
 

negotiated a separate Country Agreement with the
 

Government of Kenya and was 'sponsoringdistributions of
 

over 9,000 metric tons of Title II food commodities valued
 

at approximately U.S. $4 million to nearly 140,000
 

beneficiaries per year.
 

Up to the early eighties, CRS/Kenya focused primarily
 

on nutritionally substandard children. The mechanism for
 

this food and nutrition program has been a traditior3
 

Maternal and Child Health (MCH) center approach .Zhiefly
 

sponsored by private Catholic missions and dioceses
 

throughout Kenya. In 1981, CRS/Kenya had nearly 100,000
 

recipients registered in over 140 centers. Monthly
 

voluntary recipient contributions (fees) were solicited
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from mothers to offset the costs of logistics (transport
 

of food to centers, storage, and distributions), the
 

health and nutrition education sessions, and to 
support
 

CRS/Kenya also
the Growth Surveillance System (GSS). 


targeted nutritionally substandard children though 
its
 

Other Child Feeding Program (OCF), also called
 

institutional feeding (orphanages, homes for handicapped,
 

etc.), and the Pre-School Children Feeding Program (PSCF)
 

for nursery school-aged children).
 

Along with these efforts, CRS/Kenya initiated a 
Food
 

for Work Program (FFW) in the late seventies to assist
 

community development and implement rural public works
 

projects. By 1981, CRS/Kenya had a Peace Corps Volunteer
 

assigned to the program and nearly 5,000 workers
 

benefiting from the assistance. It should also be noted
 

that CRS/Kenya maintained a "General (Emergency) Relief":
 

category for destitute cases.
 

By 1980, USAID had decided that CRS/Kenya shou
 

phase-out its OCF and PSCF programs since they did not
 

target nutritionally substandard children under five 
years
 

of age. Basically, USAID viewed these categories as
 

than wel.: re feeding with little or no
nothing more 


CRS/Kenya agreed and submitted a
developmental impact. 


phase-out plan in its Operational Plan for 1980/81.
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In 1981, Kenya experienced a severe drought in the
 

arid and semi-arid areas, particularly in Turkana.
 

CRS/Kenya applied for and received emergency P.L. 480 food
 

assistance from USAID as well as the first Title II
 

monetization program ever approved in Kenya. Local
 

currency proceeds from Title II sales of wheat were used
 

to defray the logistics costs of moving additional focd
 

commodities to the Turkana region and to othar hard hit
 

areas in the northern Eastern Province. Because of the
 

drought, the OCF and PSCF Programs were retained and used
 

as conduits for the food aid, as were the MCH centers.
 

A major review/audit of' the CRS/Kenya programntook
 

place in June of FY 1982. The review was to determine the
 

effectiveness of the CRS/Kenya P.L. 480 program
 

implementation and management and to verify compliance
 

with P.L. 480 laws and regulations. The findings,
 

conclusions and recommendations of the review were
 

significant and still remain valid. To summarize, i!: as
 

felt that the CRS/Kenya P.L. 480 Title II program h
 

become stagnant and was not focusing on those groups of
 

children in Kenya suffering most from malnutrition.
 

Retargeting resources to these nutritionally substandard
 

children was recommended. This resulted in a USAID and
 

CRS/Kenya agreement to undertake a retargeting exercise
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which was presented in the FY 1983 
Operational Plan and
 

approved by AID/Washington. CRS/Kenya also applied for an
 

Outreach Grant from USAID to enable 
',t to meet the costs
 

of retargeting to the harder to 
reach areas of Kenya.
 

Due to another severe drought in 
1984, CRS/Kenya
 

nearly doubled its Title II program. 
An additional
 

a Nutrition
 
consignment of commodities was 

approved for 


Supplement program to increase 
the food ration given to
 

Focus on the
 
recipients in various CRS/Kenya 

programs. 


drought also caused a hiatus in 
CRS/Kenya's retargeting
 

plans and, once again, a phase-out 
of the OCF and PSCF
 

By the second quarter of 1985, food conditions
 
Programs. 


in Kenya were better and CRS terminated 
its drought
 

assistance program.
 

As a result of serious allegations 
brought against
 

Catholic Relief Services Headquarters 
in New York, in late
 

of t4o country programs
chosen as one
1985, CRS/Kenya wa. 


be audited by the inspector General 
of
 

worldwide to 


The financial and compliance audit 
rendered t
 

USAID. 

e
 

following conclusions about the CRS/lenya 
P.L. 480 Ti-


that CRS/Kenya denied food assistance 
to
 

i1 Program: 


beneficiaries due to inability to 
pay voluntary fees; that
 

it improperly accounted for such 
recipient contribution
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funds; that it did not request USAID review and approval
 

for use of the funds; and, that CRS spent funds from AID
 

program grants in Kenya for unauthorized purposes.
 

As a result of an AID/Washington Outreach Assessment
 

undertaken in several African countries, CRS/Kenya lost
 

its eligibility for further grants. Along with this,
 

CRS/New York notified country programs worldwide that
 

recipient contributions would no longer be collected at
 

the country program level. Instead, only the local
 

distributors of P.L. 480 Title II commodities (missions,
 

centers, etc.) could collect fees to offset their own
 

expenses. Findings by the audit and assessment teams
 

undoubtedly led to CRS/Kenya's decision in 1986/87 to
 

phase-down its P.L. 480 Title II program, concentrating
 

instead on community development projects which generally
 

would not include a food component.
 

CRS/Kenya has submitted a multi-year Operational Plan
 

for 1988-90 which requests a monetization of P.L. 4.
 

Title II commodities to offset logistics and
 

operational/administrative costs. The plan also calls for
 

a swap of Title II wheat for locally-preferred
 

commodities, maize and beans. The swap is meant to
 

encourage the use of locally-preferred food and an
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opportunity for CRS/Kenya to impart nutritional education
 

about such foods as well as cut dramatically the costs of
 

moving P.L. 480 Title II commodities from the port to
 

distribution locations in Kenya. 
The alternative will be
 

to draw down food from regional stores managed by the GOK
 

National Cereals and Produce Board.
 

Operationally, CRS/Kenya will continue its MCH
 

program, but will gradually phase it down to a more
 

manageable size. 
 The Food for Work program will also
 

continue, albeit on a somewhat modified scale, as will the
 

General Relief program. In early FY 1987, CRS/Kenya
 

phased.-out the OCF and PSCF programs, 
Because of the
 

monetization/swap component, overall levels of P.L. 480
 

Title II commodities should remain roughly the 
same as in
 

the outyears.
 

2. Regular World Food Program Project
 

Since 1980/81, the United Nations World Fcod P. iram
 

(UN/WFP) has carried out 
a Feeding of Primary and
 

Pre-Primary Schoolchildren Project in Kenya. Food for the
 

project is provided to WFP by a yearly allocation of P.L.
 

480 Title II food from AID/W. The project seeks to
 

address the negative effects on educational standards of
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poverty and under-nutrition in the arid and semi-arid
 

areas of Kenya. In these areas, population is sparse and
 

the number of nomadic and semi-nomadic peoples is high.
 

The long-range development objectives of this project are
 

to extend and upgrade primary education in the most
 

deprived regions of Kenya through improvement in the rates
 

of school enrollment and attendance, and to improve the
 

nutritional status of the primary and pre-school groups in
 

some areas. Over the life of the project, this will be
 

done by providing a meal for an annual average of 50,000
 

pre-school and 350,000 primary schoolchildren; by reducing
 

the cost of to the parents of sending a child to school
 

through provision of a free mal bveryday, and by
 

increasing the motivation to enroll and encouraging school
 

attendance through offsetting both direct and indirect
 

parental costs of sending their children to school.
 

WFP/Kenya has coordinated and implemented a highly
 

successful swap program with the Government for this
 

project. P.L. 480 Title II WFP wheat is brought to Y. a
 

and swapped for local maize and beans. During each tivoe
 

year phase, the project level has been approximately
 

50,000 metric tons of wheat.
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3. 	 Emergency Bilateral Programs and Emergency Voluntary
 

Agency Programs
 

Since 1980/81, USAID has responded to requests by
 

both the GOK and voluntary agencies for emergency food aid
 

assistance. 
In 1981, CRS/Kenya requested and receiv "
 

additional Title II food commodities to feed 30,000
 

drought victims in Turkana. This emergency feeding took
 

place primarily at MCH Centers. 
USAID also donated
 

approximately 30,000 metric tons of Title II food
 

assistance to the GOK under the WFP program for the same
 

drought program.
 

In 1984/85, USAID responded to one of the Kenya's
 

severest droughts by approving government-to-government
 

Transfer Authorizations totalling approximately 151,000
 

metric tons of grains and beans valued at approximately
 

$50 	million including ocean freight costs. Nearly 90,000
 

metric tons were freely distributed to drought victims
 

through the Drought Relief Program capably implemente6i by
 

the Government's Office of the President through
 

Provincial and District Administrations. Another 20, ) 

metric tons was used in support of Food for Work rurai 

public works programs as part of the Government's drought 

recovery and rehabilitation program. USAID retained title
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to the balance of approximately 40,000 metric tons because
 

the Government did not require the food. USAID also
 

approved a Nutrition Supplement Program, to be operated
 

through CRS/Kenya's existing MCH program.
 

4. Food Assistance Levels: 1980-1987
 

P.L. 480 Title II Shipments
 

to Kenya
 

metric tons
 

1980 1981 1982 1.983 1984 1985 1986 1987
 

7,691 39,485 9,623 5,714 8,300 165,071 8,971 3,500
 

Values of Commodities Shipped Under
 

P.L. 480 Title II to Kenya
 

(metric tons)
 

1980 1.981 1982 1983 1984 1985 1986 . 

3.1 9.8 3.0 1.9 3.5 24.6 2.4 .9
 

Figures are a combination of voluntary agency and
 

government-to-government bilateral programs/grants.
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5. Comments/Conclusions
 

With the exception of emergency periods, USAID has
 

participated in a modest project food assistance program
 

(Title II) in Kenya since 1965. 
 This program has been
 

implemented by a U.S.-registered voluntary agency acting
 

as the cooperating sponsor and, in general, fully
 

responsible for the operation of the program. 
In Kenya,
 

Catholic Relief Services has dominated the Title II scene,
 

as it has for most of Africa during the past twenty
 

years. 
 Except for isolated programs implemented by other
 

volags, CRS has pursued an 
active Title II presence in a
 

majority of sub-saharan African countries and has captured
 

90-95 percent of the Title II market. Kenya has been and
 

remains a good example of this trend.
 

By the late seventies and early eighties, AID/
 

Washington had begun to look more seriously at U.S. food
 

resources and at cpportunities to change its image 
- from
 

a source of relief handouts for the hungry, to a resot.
 

with developmental potential. Included in this evolv.
 

policy was the Title II program. New and revised policy
 

guidelines to promote better design of Title II
 

operational program plans, 
as well as new mechanisms to
 

access food and complementary developmental resources,
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became available to voluntary agencies. As a result,
 

volags' interest in the developmental use of U.S. excess
 

food resources increased. Following the severe African
 

famine in 1984/85, a special interest in food for
 

development was shown, as a diverse number of volags moved
 

from emergency programs to a drought.recovery and
 

rehabilitation mode.
 

In Kenya, the Title II program has been no exception
 

to this pattern of events. USAID has encouraged CRS/Kenya
 

to accept the new operational plan guidelines proposed by
 

AID/Washington. As part of a major program redesign
 

effort, CRS/Kenya revised its development objectives to
 

include more emphasis on agricultural production, soil
 

conservation, and overall food security. Currently, CRS'
 

proposed Title II Operational Plan for 1988-90 reflects an
 

attempt to address these concerns, although in a program
 

of smaller proportions. At the same time, by the addition
 

of a Title II food resources component other U.S. volcrs
 

in Kenya have come forth with their own innovative i
 

to promote food security. Examples include CARE's
 

revolving rural community food bank/buffer stock proposal,
 

and a Food for the Hungry International's (FHI) natural
 

resources operational plan that involves Food for Work
 

reforestation in the Marsabit area.
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The future of such Title II programs in Kenya (and in
 

other African countries) revolves around the resources,
 

food and funds available to the volags. For the moment,
 

adequate supplies of Title II food commodities exist.
 

However, the dollars and local currency needed to operate
 

the.programs in a logistically expensive country like
 

Kenya are in great demand by volags. The willingness of
 

Washington's Interagency Food Aid Sub-Committee (the DCC)
 

to be flex.ble in its interpretation of costs directly
 

attributable to project food aid will be important in
 

deciding whether or not volags will be able and willing to
 

undertake Title TI 
 programs with increased developmental
 

impact in Kenya. 
 Certainly an interest in undertaking
 

such projects here exists among the volags.
 

IV. USAID/Kenya Food Assistance Development Strategy Statement
 

A. Introduction/Objectives
 

During the past few years, USAID/Kenya has developed
 

number of sectoral strategies which fall within, but provide
 

greater detail than does the current Country Development
 

Strategy Statement. Food Assistance is a resource, just as
 

Development Assistance and Economic Support Funds are
 

resources, rather than a sector to 
be addressed.
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Given this, the objectives of the USAID/Kenya food
 

assistance development program are consistent with those of the
 

CDSS in general and the Agricultural Sector Strategy in
 

particular. These goals include: (1) food security through
 

self-reliance defined as the country's ability to assure an
 

adequate level of food consumption to all sectoes of the
 

population; (2) maximization of foreign exchange earnings
 

(savings) from the food sector in order to permit the
 

importation of essential goods to stimulate economic growth;
 

and (3) the expansion of productive employment opportunities
 

which must grow rapidly to absorb the expanding labcr force as
 

well as provide effective demand for agricultural produce.
 

The specific objectives of the food assistance development
 

program which fall under these goals are: (1) provide
 

short-term food security at the national level through the
 

importation of food commodities for which there are
 

insufficient levels from domestic or commercial importation
 

sources; (2) encourage and promote efficient market de%,elo, !t
 

in order to assure that adequate availabilities at the national
 

level are translated to local and individual food security; (3)
 

provide short-term targeted food assistance in circumstances in
 

which the individual/community is unable to achieve food
 

security due to national disaster, lack of efficient market
 

systems or the lack of effective demand (Such assistance should
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only be provided when the cause of the food shortfall is being
 

addressed concurrently.); (4) provide balance of payments
 

support in order that the scarce foreign exchange may be used
 

for productive investment rather than the consumption of food
 

commodities;.(5) permit the Government to design and implh nt
 

policy and investment decisions, through the use of Self-!, p
 

Measures, in order to strengthen the foundation for economic
 

growth and food security; and (6) permit through the use of
 

counterpart funds generated by the sale of P.L. 480 commodities
 

the Government the means to undertake investments in the food,
 

agricultural, population and health sector which will result in
 

growth in productivity, employment and long-term food security.
 

In summary, since food assistance is both an in-kind and a
 

financial resource, the objective of the program is to utilize
 

the available resources as efficiently and effectively as
 

possible in order to assure that both the conditions of short
 

and long-term food security are realized. To the extcnt
 

possible, food aid resources should be integrated with Tho3r f
 

development assistance and economic support funds to eisu
 

that all resources contribute effectively to these objectives.
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Specific strategy Elements
B. 


The food assistance development 
program has two elements
 

or program mechanisms 
which may be employed 

in pursuit of the
 

The first of these is 
what we have
 

objectives discussed 
above. 


termed the "structural 
adjustment element" of 

the food
 

assistance development 
strategy and may consist 

of either Title
 

Food for Progress or 
some
 

Title II (Section 206),
I, Title III, 

The second strategy
 

combination of these individual 
programs. 


element is that of project 
Food Assistance (Regular 

or
 

Section 416).
 
Emergency Title II Programs 

or 


Program
Atjustment
P.L. 480 Structural
1. 


a. Selection of Proaram (Type 
and Level)
 

When one considers the 
strategy of the Structural
 

Adjustment Program, it 
is necessary also to consider 

food
 

import requirements; the effectiveness of the 
structural
 

the ability to
 
program in achieving policy 

reform; 


integrate the program (both policy reforms and 
use
 

counterpart) with the other 
elements of USAID/Kenyal
 

portfolio; expected counterpart requirements 
in the years
 

an appropriate commodity
 
and the availability of 
to come; 


mix under alternative food 
assistance programs [Title I,
 

Title III, Title II (Section 
206) and Food for Progress].
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As presented in Chapter II above, at least until the
 

turn of the century, the Government of Kenya faces a
 

staggering import bill Eor food commodities, particularly
 

for wheat. Currently, it is estimated by both Government
 

and USAID/Kenya officials that the cereal import bill will
 

approach $60 million in 1990, and increase to as much as
 

$135 million by the year 2000. 
These estimates imply
 

that, unless the country is able to procure annually a
 

total of $25-30 million in food assistance from all donor
 

sources 
(or to realize a comparable sum in foreign
 

exchange earnings), a significant percentage sum of
 

domestic investment potential will leave the country for
 

short-term consumption. While allowing the country to
 

realize short-term food security, such a trend will impede
 

economic growth, the basis for long-term food security.
 

The Government of Kenya fully appreciates the implications
 

of this long-term trend. Thus, during the FY 1987
 

negotiations of the Title I Program, the GOK requested
 

USAID/Kenya to explore means to: 
(1) restore the
 

structural programs 
to the level to those of the ea.

1980s, i.e. eventually $15-20 million; 
(2) to attemp. zo
 

convert the program from a concessional loan to a grc.... ;
 

and (3) to utilize 
a concept of multi-year programming so
 

as 
to enable the Government to call forward commodities as
 

required.
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Having conducted the food needs assessment and
 

reviewed the donors' comparative advantage, we believe
 

that USAID/Kenya should continue to play the lead role in
 

food assistance. Currently, the only other donors who
 

provide food assistance on a regular basis are WFP (annual
 

shipments of 5,000 - 15,000 MT of wheat) and the EEC,
 

which provides 10,000 
- 15,000 MT of wheat. Due to their
 

relatively small size and their humanitarian nature,
 

neither of these programs are able to contribute to
 

structural adjustment. For these reasons, unless other
 

donors initiate food assistance programs we envision U.S.
 

providing eventually $15-20 million of the structural
 

wheet deficit, in exchange for policy reforms that will
 

enable Kenya to increase its agricultural productivity and
 

international competitiveness.
 

An overview and assessment of the Title I Program in
 

Kenya was presented in Chapter III. We found that while
 

the program as a whole had not achieved the level of
 

developmental impact expected, there had been numer, 
i;
 

improvements in the past four years. In particular, it
 

was noted that as a result of the Title I program, the
 

Government had undertaken a series of reforms with regard
 

to the privatization of imported wheat; that there is 
an
 

on-going spill-over of this movement of domestic markets;
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and that the Government had agreed to jointly program the
 

Title I generations for investments that fall within the
 

broad definition of the food and agricultural sector.
 

However, the assessment also noted that the Title I
 

program was unable to maximize its developmental
 

effectiveness, due to: (1) the general unwillingness of
 

the Government to undertake policy reforms as a condition
 

to food assistance when such assistance is loan-financed;
 

and (2), the perception by key Governmen officials that
 

Title I food is provided primarily in support of
 

political, not developmental, programs.
 

Annex A presents a review of the alternative food
 

assistance programs. Given the declining development
 

investment levels and impediments discussed above to
 

utilizing Title I for development purposes, USAID believes
 

that a transition from Title I to Title iI (Section 206),
 

or alternatively to a modified (relaxed) Title III
 

Program, is desirable. While we believe that restc. .
 

levels would provide a relatively greater incentivc -r
 

improved GOK performance, we note the difficulty i
 

integrating the Title I program with our development
 

assistance efforts, both in terms of policy reform and the
 

programming of counterpart. Therefore, we propose a
 

multi-year effort which fully integrates P.L. 480
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resources with our Agricultural Marketing Development
 

Program. This would bring together the available
 

commodities with the performance-based implementation of
 

specific policy reforms, at" the multi-year programming of
 

counterpart generated in order to complement the dollar7
 

resources of our program. USAID strongly believes tha
 

such an integrated program would enable the food
 

assistance program to increase its developmental impact,
 

while helping to reduce the apparently staggering need for
 

additional food resources during the 1990s.
 

The preferred option is the Section 206 Program, with
 

an annual value of $15-20 million. Such a level should
 

only be targeted, however, after the Government has
 

announced and begun the implementation of serious reforms
 

with regard to the marketing sector. The advantage of the
 

206 Program is that it is: (1) multi-year, to assure the
 

Government of Kenya of A.I.D.'s commitment; (2)
 

grant-financed, to allow the programming of counterpax- s
 

part of the sub-sectoral program; (3) amenable to
 

appropriate self-FIelp Measures, performance-based and
 

integrated with other developmental investments as a
 

condition to subsequent call-forwards; and (4) amenable to
 

the payment of shipping by the USG, to significantly
 

increase the value of the program to the GOK. The primary
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drawback to the Section 206 program could be the fact that
 

it is funded from Title II unallocated reserves. As such,
 

the overall levels, as well as Kenya-specific levels, are
 

uncertain.
 

The second option is that of a modified Title III
 

program. This would also be multi-year, and would
 

incorporate a loan-forgiveness feature when proceeds
 

and/or commodities are used for agreed-upon development
 

purposes. Such a program would be less favored by Kenya,
 

due to the fact that the GOK would pay ocean transport
 

costs. Also, it would be less attractive to A.I.D., due
 

to the extensive program management requirements.
 

However, we understand that Title III Guidelines are
 

currently under review. If the guidelines are modified,
 

and A.I.D. is allowed to fully integrate the conditions
 

within the marketing sub-sector program, the net demand on
 

management time should not be so severe.
 

The final option is that of Title I, complementr :)y 

Food for Progress as an incentive for good performancs. 

It is our opinion, however, that given the Kenyan 

situation and the past performance of the Title I Program, 

the implementation of this option represents a
 

continuation of the past, which could be expected to
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result in relatively smaller development impact than
 

either the Section 206 or Title III Program.
 

b. Policy Issues
 

USAID/Kenya believes that the policy environment is
 

critical to the success of both the Government of Kenya's
 

development program and of USAID's investment within
 

Kenya. 
 For this reason, when policy issues are identified
 

that limit the developmental impact of a program they must
 

be responsibly addressed through appropriate project or
 

program assistance. 
By its very nature, food assistance
 

provides a unique opportunity to engage in constructive
 

policy dialogue. The primary objective of the food
 

assistance development strategy is food security, both in
 

the short and long term. This concept incorporates not
 

only food availability but also the economic concerns of
 

employment and income generation which are inherent in
 

effective demand. As such, structural adjustment food
 

assistance may be used 
as a point of entry for discussion
 

of a wide range of policy issues affecting the food ai
 

agricultural sector.
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In our review of food and agricultural sector
 

policies, we have found that the greatest impediment to
 

sustainable growth is the prevalence of Government
 

controlled and/or regulated agricultural markets. The
 

regulation of these markets (both input and output) in
 

terms of price and movement controls on grain assures n
 

inefficient market. This translates into: (1) regional
 

food surpluses and deficits; (2) inaccurate price
 

parameters used by producirs/consumers in an effort to
 

maximize their utility, thus reducing household, kegional
 

and national productivity and welfare; (3) disincentives
 

to private sector investment, with a resulting impact on
 

employment and incomes; (4) a significant economic and
 

financial burden to the Government as it attempts to
 

overcome market inefficiencies; and resulting from all of
 

the above, (5) a systematic erosion of development
 

potential.
 

Given the gravity of the market structure prob' 2, 

the significant impact of the Title I Program to dat . and 

the expressed interest by Government in encouraging the
 

developmcnt of competitive and efficient markets, we find
 

appropriate the continuation and expansion of market
 

policy issues as the central theme of our policy
 

dialogue/self-help measures. However, it must be
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acknowledged that the attempt to introduce classical
 

economic prescriptions to Kenya via self-help measures or
 

conditions precedent has not yielded the desired
 

developmental impact. Therefore, it is important that as
 

the grain marketing reforms evolve, the Government take
 

the initiative, while USAID/Kenya should play a supportive
 

role. Equally important, however, is the necessity of
 

candid dialogue among the Mission, the Government, and the
 

DCC. For the Mission to undertake a performance-based
 

Structural Adjustment Program centered on food assistance
 

will require an increased flexibility and support fro-n the
 

DCC. in order that the Structural Adjustment Program may
 

be effectively utilized as an encouragement for Government
 

to undertake the appropriate reforms, the Mission mudt be
 

able to candidly discuss the rewards and/or costs of a
 

given policy with Government, so that the GOK can make
 

informed decisions. (This is one advantage cf multi-year
 

programming, which gives increased flexibility levels and
 

call-foward dates.) Such an approach also will regulje a
 

greater participation by USAID personnel during the
 

initial phases of program design and implementation than
 

has traditionally occurred in the past.
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Restricting our policy dialogue to market and
 

market-related issues under this program is deliberate.
 

Mission experience shows that it is counterproductive to
 

attempt to address a wide-range of issues or policies.
 

Rather, we have found that we are much more effective when
 

we limit ourselves to addressing issues which are
 

important, have a relatively narrow focus, and in which
 

the U.S. has a comparative advantage. Given Kenya's
 

growing structural deficit in wheat, as well as
 

availability of highly desirable U.S. Hard Winter No. 2 tc
 

blend with the softer domestic wheats, linking market
 

policies with food aid permits an effective avenue for
 

policy discussions/reforms. it should also be noted that
 

policy discussions under this program will complement
 

those under the ESF program, as well as discussions held
 

with the GOK with other donor agencies, especially the
 

IBRD and IMF.
 

Finally, a second dimension of policy issues aci..,s
 

with the programming and release of counterpart fund
 

While it is not our intention to limit the import o,'
 

commodity assistance on the basis of factors other than
 

market development, we do believe it is appropriate to
 

block the release of counterpart to an intended recipient
 

should policies or institutional arrangements preclude the
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use of funds effectively. An example of the latter
 

situation might be a refusal to use counterpart to fund an
 

expansion of veterinary services until such time as the
 

Government has implemented a system of user fees to allow
 

that 	service to recover its recurrent costs. In such a
 

case, 	the use of counterpart serves to address
 

institutional-issues similar to that of conditions
 

precedent under project assistance.
 

.c. 	Programming and Financial Management of Counterpart
 

Funds
 

Enhancing the devclopmental impact of P.L. 480
 

resources is the major objective of the Food Assistance
 

Development Program. Accordingly, UISAID/Kenya intends to
 

actively participate in the programming of local currency
 

generations, with an emphasis on integrating P.L. 430
 

resources with non-food assistance resources to better
 

achieve our specific program and policy objectives, anO 'o
 

enhance the developmental impact of all external
 

resources. Thus, it is Mission policy to:
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Broadly program the expected amount of counterpart at
 

the sub-sector level at the time of each Agreement
 

with Government, to reach agreement with GOK on
 

specific earmarks for such funds as part of the
 

annual budget exercise;
 

As the highest priority, ensure ihat that USAID
 

development assistance-funded projects are adequately
 

supported by the Government's contribution;
 

Program the remaining monies to activities which are
 

understood by both Governments to be of high
 

priority, but which would otherwise not be funded;
 

Program, to the extent possible, monies in support of
 

private sector expansion and activities implemented
 

by PVOsr
 

Systematically monitor the Government's total bu," - t 

to ensure that the local currency generated res 3
 

in a net relative expansion and/or supports policy
 

reforms above and beyond what otherwise would have
 

occurred.
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* Implement a financial review system in which the 

counterpart recipient or end-user is required to
 

submit periodic (quarterly) progress and financial
 

reports, including verification by on-site visits of
 

USAID and GOK personnel.
 

A list of currently anticipated uses of local
 

currency through fiscal year 1992/93 is presented in
 

Table 10. This list, which includes ESF, illustrates
 

areas of perceived importance, in conformity with the
 

above guidelines. To ensure the maximum complementarity
 

USAID/Kenya intends to fully,integrate the structural
 

adjustment program within its Agricultural Marketing
 

Development Program. To the extent that Government
 

reforms merit assistance levels beyond those that can be
 

effectively absorbed by the Agricultural Marketing
 

Program, we intend to program these funds, chiefly within
 

the food and agriculture and related sectors (e.g.
 

Agricultural Research, Agricultural Education, the
 

expanded immunization program, rural access roads, et
 

Table 10 sets forth Mission plans in greater detail.
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2. P.L. 480 Project Food Assistance
 

a. Introduction
 

Since USAID and PVOs began their Title II food
 

assistance to Kenya, the program has been widely 7.ewed as
 

humanitarian aid, primarily to alleviate hunger a

malnutrition. However, P.L. 480 also allows Title II
 

commodities to be used to promote economic and community
 

development in developing countries. Over the last few
 

years, AID and cooperating sponsors (PVOs, cooperatives,
 

etc.) have begun to emphasize the use of project food
 

assistance in ways that willmitigate hunger and
 

under-nourishment but also enhance overall development
 

impact. This has particular relevance to programs in
 

Africa, where reductions in development assistance and
 

economic support funds are taking place and USAID Missions
 

are searching for ways to use existing resources more
 

effectivel.y. Some examples of these uses include drouqht
 

preparedness, food security, and child survival
 
1
 

programs.
 

GAO Report, "Food Aid - Improving Economic and Market
 

Development Impact in African Countries". Draft Report. 8/19/87
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Grant Food Aid Rationale
b. 


In order for the Mission 
to consider the programming
 

and possible integration 
of P.L. 480 project food 

aid
 

in its overall development 
assistance portfolio,
 

resources 


and within the current P.L. 
480 policies and guidelines 

of
 

AID, a comprehensive "Grant 
Food Aid Rationale" has been
 

developed. The rationale endorses the 
concept of project
 

food assistance as a "potentially 
valuable long-term
 

resource for our development 
assistance program and a
 

vital short-term resource 
to use for humanitarian 

purposes
 

drought and other
 
in critical emergencies, 

such as 


national disasters, that 
cause acute shortages of 

local
 

serious problems of hunger
famine or 
food and may lead to 

2
 

among members of the local 
population".
 

In this connection, USAID 
acknowledges the central
 

role played by U.S. registered cooperating sponsors 
(PVOs,
 

in project food assistance
 cooperatives, etc.) 


We will give active support 
to those w:ich
 

programming. 


follow closely the priority 
criteria presented in t,
 

ce
Of central import 

Mission Grant Food Aid Rationale. 


is evidence that the cooperating 
sponsor(s) has
 

USAID Kenya P.L. 480 Grant Food AID Rationale. 2/13/87.
 2 
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demonstrated a firm commitment 
to and alignment with the
 

precepts and sectoral goals 
emphasized in the GOK's
 

Sessional Paper No. 1 of 1986, 
"Economic Management for
 

as well as to USAID's Country 
Development
 

Renewed Growth", 


Strategy Statement (CDSS) -
a document that includes an
 

Agricultural Sector Strategy 
and Child Survival Action
 

Plan.
 

Project food assistance proposals 
submitted to the
 

Mission for review and approval 
should focus on long-term,
 

Programs which
 
positive developmental impact 

in Kenya. 


concentrate on the alleviation 
of hunger and malnutrition
 

or on diarrheal diseases
 
(such as Maternal Child Health), 


and immunizations (such as*Child Survival Programs) 
will,
 

of necessity, require additional 
technical screening
 

However, all food assisted programs,
before approval. 

health and
 

whether Food for Work, rural 
public works or 


nutrition, will share certain 
priority criteria for
 

Favored will be innovative projc
 eventual selection. 

a cleai
 

food assistance programs that 
give evidence of 


demonstrated need; provide assurances 
that the food
 

assistance will not promote substantial 
disincentives (or
 

show
production;

dependencies) to domestic marketing 

or 


evidence that the GOK District 
Development Committee(s)
 

and central government have approved 
the intervention;
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include an evaluation plan capable of measuring intended
 

development benefits; and provide assurances of community
 

acceptance and participation. Additional criteria 
are
 

discussed in the "Rationale" (see above).
 

c. Focus of P.L. 480 Project Food Assistance in Kenya
 

USAID will endorse P.L. 480 regular project food
 

assistance interventions that have a long-term development
 

impact in well-targeted, relatively short-term (2-3 year
 

multi-year) programs. 
The need for such assistance may
 

stem from geographic areas of chronic under-production, an
 

inefficient marketing supply system, and/or general lack
 

of resources (natural, human, infrastructural, etc.) that
 

results in hunger and malnutrition. Such food assistance
 

must be consistent with the Mission Agricultural Sector
 

Strategy and Child Survival Action Plans, already
 

integrated into the Mission's CDSS.
 

Because of the comprehensive nature of these
 

strategies, the Mission will have flexibility in the
 

selection of project food assistance programs that seek 
to
 

achieve the strategies' goals and objectives. For
 

instance, the Agricultural Sector Strategy encompasses
 

food security as a major objective. Here, short-term food
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security might be addressed through modest
 

phased-in-and-out Food for Work projects, that target
 

small holders who need food, and perhaps cash, inputs
 

between harvests. Project food assistance also may
 

provide an added incentive for mothers to.bring their
 

vulnerable children under five to immunization centers,
 

and/or supply a vital nut:ition supplement necessary to
 

prevent stunting.
 

USAID also endorses P.L. 480 emergency project food
 

assistance interventions where natural disasters, such as
 

droughts, bring about deficits in the national food sUpply
 

and result in hunger and malnutrition. Once again, such
 

project food assistance should be targeted to the truly
 

needy by means of mutually-agreed selection criteria, and
 

an agreed phase-out schedule.
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V. 	 Implementation of the USAID/Kenya Food Assistance Development
 

Program
 

A. 	 Management Approach
 

The strategy detailed above is based on four broad
 

operational/management-concepts. 
First, it focuses food
 

assistance on a limited number of high-priority programs. The
 

intent is to concentrate assistance to address key development
 

constraints and limit the efforts to selected major, long-term
 

programs, in preference to a proliferation of short-term
 

projects that attempt to solve all problems. Secondly,
 

emphasis is on activities that will makimize development
 

Lmpact, of a type for which A.I.D. has a comparative
 

advantage. Again, it is not possible to address all
 

constraints, but emphasis needs to be on high impact efforts to
 

maximize the effectiveness of our assistance. 
Thirdly, the
 

program takes cognizance of and is coordinated with tL.,
 

development activities of other donors. 
 Finally, effcrts will
 

be made to fully integrate all available assistance inr.'ruments
 

which support USAID/Kenya's development strategy and the
 

specific ciements of that strategy, i.e., P.L. 480, ESF and
 

Development Assistance.
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of the Strategy

B. Maagemelications 


To maximize the developmental 
impact of U.S. food
 

assistance in Kenya, the USAID/Kenya 
Food Assistance
 

Development Strategy must 
include a clearly-defined, 

rational
 

As suggested in this
 
Mission food aid management 

organization. 


Strategy, managing a food 
assistance portfolio will 

require
 

establishing an adequate but 
streamlined working system 

that
 

stresses full coordination 
and cooperation among all 

concerned
 

The approach that is presented 
below satisfies, at
 

parties. 


the operational field level, 
the principal concepts drawn-up
 

and approved by the 1987 AID 
Working Group on the Future
 

These included: 1)
 
Management of Food Aid Resources. 


allocating and programming 
food aid resources; 2) identifying
 

and designing projects; 3) 
managing field operations
 

(implementation); and 4) managing 
constituent relations.
 

III, OC
 

Structural Adjustment Proram 
(Section 206, Title 


1. 


Title I)
 

In order to achieve the expected 
long and short-term
 

developmental benefits, there 
is general agreement that the
 

the food assisted
 
Mission needs effective management 

of 


Food aid responsibilities in
 
structural adjustment program. 


this program range from policy 
dialogue; through program
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analysis, design, and negotiation; to implementation,
 

monitoring, reporting and evaluation. Figure 1 shows the
 

Mission management system envisioned:
 

The USAID Director and/or Deputy Director (or designee)
 

will be members of the P.L. 480 Structural Adjustment
 

Program Review Committee. Normally, they will take the
 

lead in representing the Mission's (Country Team's)
 

structural adjustment program policy in high level
 

dialcgue with Government and donor representatives. The
 

Director and Deputy Director also will provide the
 

necessary direction, counsel .and balance required to
 

ensure program momentum and eventual success. As needed,
 

the Director and/or Deputy Director will assist in program
 

negotiations with the Government.
 

As principal USAID Officer for the food aid portfolio, the
 

Mission Food for Peace Officer, Human Resources
 

Development Division, will be responsible for coordinating
 

the overall management of the food assistance structurzl
 

adjustment program. The FFPO will chair a P.L. 480
 

Structural Adjustment Program Review Committee, to be
 

comprised of Mission personnel working on various
 

components of the program. The FFPO will have direct
 

responsibilities for implementation of the program's
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Self-Help Measures, and the use of local currency
 

generations. To a lesser degree, the FFPO also will be
 

involved in polihy dialogue, design, analysis, negotiation
 

and evaluation/assessment of the program.
 

The Missich Agricultulal Economist, Agriculture Division,
 

wi.1l have direct responsibilities for structural
 

adjustment policy d.'..:-ogue with the Government's technical
 

ministries and parastatals, as well as concerned private
 

sector entities; program design and negotiation with the
 

Government and other parties; regular analysis of national
 

food needs (FNA) and disincentives (Bellmon
 

Determination); assisting in the programming of local
 

currency generations in the Food and Agriculture Sector;
 

and implementing program evaluation and assessments. The
 

Agricultural Economist sits on the Program Review
 

Committee, and answers to the chairperson or designate.
 

The Mission Program Officer (or designee) will be dirc.-tly
 

responsible for the programming of counterpart funds
 

generated by the structural adjustment program. As a
 

member of the Prngram Review Committee, the Program
 

Officer will review and advise on program policy issues
 

and answer to the chairperson or designate. He/she also
 

will be directly responsible for coordinating any
 

evaluation/assessment of the program.
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Other Mission technical divisions will be directly
 

responsible for the use of program-generated local
 

currencies allocated to iine projects/activities in their
 

particular sectors. Technical Divisions also may be
 

involved in any evaluation/assessment of the program. In
 

these tasks, technical division staff will report to t!,e
 

Program Review Committee.
 

RFMC will have direct responsibility for monitoring local
 

currency special accounts. When called upon it, will make
 

periodic reports on L/C special accounts to the Program
 

Review Committee.
 

2. 	 Project Food Assistance (Title II, Section 201-Regular,
 

Section 202-Emergency, Section 416, etc.)
 

As shown in Figure 2, the management of project food
 

assistance will be similar to the system adopted by the
 

food-assisted structural adjustment program. Due to the
 

special nature of such aid, however, USAID's Project
 

Development Office will be more involved than under the
 

structural adjustment program. The sy3tem envlsioned here
 

follows closely the one currently in place:
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The Director and/or Deputy Director (or designee) will be
 

members of the Mission Project Food'Aid Review Committee.
 

This committee will review, discuss, critique and respond
 

to project food aid proposals (operational plans)
 

submitted to USAID/Kenya by PVOs, cooperatives or the
 

GOK. Final endorsement of proposals-by the Project Review
 

Committee (with the Director and/or Deputy Director as
 

members) must be given before final Mission approval.
 

The Mission FFPO, or designate, will serve as chairperson
 

of the Project Food Aid Review Committee. The FFPO will
 

have direct responsibilities .for the management of Mission
 

project food aid: proposer relations, operational plans,
 

AERs, commodity selection/ration mix, design assistance,
 

GOK and AID/W liaison, interpretation of regulations,
 

accountability, monitoring, reporting, evaluation/
 

assessment, etc.
 

The Project Development Officer will sit on the Revi.'.
 

Committee and will be responsible for assisting in ti-e
 

review of project food aid proposals. This officer will
 

be acquainted with AFR/PD (AID/W) positions on AID project
 

food aid.
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The Agricultural Economist, or designee, will sit on the
 

Project Review Committee. 
He/she will provide technical
 

assistance to the food aid project proposer for
 

disincentive and cost-benefit analyses, anb will advise
 

the Project Review Committee in these areas. 
He/she also
 

will have the responsibility of verifying that the
 

proposed activity will not serve as a disincentive to
 

production, or result in market distortions or
 

dependencies.
 

The Mission technical divisions, as well as a REDSO Food
 

for Peace Officer, will be invited to the Review Committee
 

as needed. In this connection, it is envisioned that 
a
 

Population and Health Division representative will be
 

required on issues concerning Child Survival Plans, and
 

other health-related components.
 

Food Monitor: 
 We foresee the need for a PSC food monitor.
 

particularly if USAID/Kenya approves two or i1
.orc projf.
 

food aid programs. The food monitor will spend
 

approximately 50 percent of his/her time in the field,
 

monitoring and reporting on food commodity usage,
 

accountability, and assessing ho, well such programs meet
 

specific and measurable targets/goals.
 



- 80 

3. Conclusion
 

We believe the allocation of responsibilities discussed
 

above will go far to strengthen the review, implementation,
 

monitoring and evaluation of food aid programming at the
 

Mission level. The food aid management model that we suggest
 

clarifies individual and collective actions, thereby increasing
 

accountability. It also increases the likelihood of positive
 

developmental impact through food assistance investments.
 

Having a Mission Food for Peace Officer position along
 

with a support staff of technical officers (agricultural
 

economist, food monitor, nutritionist, etc.) goes a long way
 

towards enhancing the close coordination of available food
 

resources with development assistance projects. Deploying such
 

a staff wisely will allow the Mission to effectively address
 

issues ranging from economic analysis, program design,
 

nutrition and emergency needs assessment to food security,
 

storage and transport.
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of Food Assistance Programs
A._possibe Mix 


A. Concessionnal Assistance
 

1. Title I, Section 101
 

Title I seeks to provide 
long-term credit at low 

interest
 

to friendly countries to 
assist in financing specific 

commodity
 

Thle program is designed
 - from the U.S. 

imports - usually food 


to augment the net supply 
of food in a countrY, which 

is to be
 

In this way, the
 

marketed through private 
commercial channels. 


program also promotes long 
term commercial trading
 

relationships between the 
U.S. and the recipient 

country.
 

Title I programs are negotiated 
between the U.S. and
 

Title I agreements
 
friendly countries on an 

annual basis. 


authorize commercial 
sales transactions between 

the importing
 

The CCC (Com
m od".'.L
 

country and a U.S. commercial 
supplier. 


-
K a
 

Credit corporation) of the Department of Agriculture 
mak ;


loan for the purchase of 
the commodities and pays 

the
 

difference in shipping 
costs for the quantity 

of the
 

- vessels.
 
- as opposed to foreign 


.commodities shipped on 
U.S. 


Except in extraordinary 
circumstances, the remaining 

costs of
 

freight are paid for by 
the importing country.
 

ocean 
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Loan terms differ, depending upon the recipient country's
 

ability to repay. Such terms range from a 20-year repayment
 

period (with two years of grace and repayment in dollar
 

credit), to a 40 year repayment period (with 10 years grace and
 

repayment in convertible local currency credits). Interest
 

rates for all programs are two percent during the grace period,
 

and three percent thereafter. For most programs there is a
 

small percentage payment made initially which is referred to as
 

the Currency Use Payment (CUP). This is usually a 5-10 percent
 

payment in local currency, and represents a portion of the
 

principle which does nbt need to be paid back in U.S. dollars.
 

CUP payments reduce .. dollar repayment obligations by the
 

amount of the CUP, calculated at the official exchange rate.
 

The repayment terms of Title I loans are concessional,
 

providing a 50-67 percent grant element. The OECD "grant
 

element" c-alculations were used to determine these "so.LtnesE"
 

percentages. By taking into account the interest rate,
 

maturity and grace period, a discounted "present value metbd"
 

expresses the stream of payments to be received under the loan
 

in terms of the capital which would yield the same repayments
 

if invested at 10 percent, compounded annually. Thus, the
 

grant element is nil for a ican carrying an interest rate of 10
 

percent and 100 percent for a grant. The softest terms
 

available under P.L. 480 are A 67 percent grant element.
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These payments are usually made within the first year
 

after the signing of the agreement, and are generally used
 

to meet local currency U.S. government obligations in the
 

host country. Currently, all but Section 108 programs
 

require repayments in dollars.
 

P.L. 480 legislation requires that 75 percent of the
 

Title I budget be allocated to countries with annual per
 

capita incomes below the poverty criterion of the
 

International Development Association. Currently, this
 

is $790 per year.
 

Title I is targeted to countries which require
 

balance of payments assistance. A major concern in 

Title I reviews is that these concessional sales do not 

disrupt markets or world prices.- The Title I agreement 

must establish UMRs (Usual Marketing Requirements), based 

on the average level of commercial imports for the same 

commodity over the past five years. The Title I 

commodities are to be additional to this average, alth. gh 

a waiver can be obtained when foreign exchange constraints
 

are overwhelming.
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In the past, local currency generated by Title I
 

sales often has gone to general budgetary support. In
 

recent years, there has been a move to encourage the use
 

of local currencies in specific development areas. In
 

addition, self-help.measures have been considerably
 

strengthened, and disincentive effects on local production
 

are being analyzed more carefully.
 

l.a. Title I, Section 106/108: Section 1111 of the Food
 

Security Act of 1985
 

Local Currency Lending .Program
 

Section 108 intends to set aside a minimum of 10
 

percent of the aggregate value of Title I sales
 

contracts for repayment in local currency. These
 

U.S.-owned local currencies are then to be used to
 

capitalize a loan fund. This fund is drawn upon by
 

intermediate financial instituLions (IFIs) whi ,, in
 

turn, lend to the private sector.
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The intent of Section 106 is to set aside an
 

additional 15 percent of the aggregate value of Title
 

I sales contracts for use in loan funds similar to
 

Section 108 (above). Unlike Section 108, however,
 

Section 106 refers to host government-owned proceeds
 

generated by Title I sales which are jointly
 

programmed (U.S. and host government) for exactly the
 

same types of activities as described in Section 108
 

above.
 

The DCC (Development Coordinating Committee,
 

Interagency Food Aid Subcommittee) agreed that this
 

program would be administered in the field by A.I.D.,
 

and that ultimate decisions would be made by an
 

In-Country Policy Group (IPG) which would be composed
 

of members of the country team. The law specifically
 

states that the U.S. has to use intermediaries to run
 

this program; the IPG, in short, cannot serve as the
 

"project banker" for this program. Instead, this
 

will be a two step process: the U.S. will make l3,.ns
 

to an IFI, and the IEI, in turn, takes credit risk

and makes subloans to srivate sector organizations
 

according to criteria set by the legislation.
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Reflows of the loan may be used for further lending,
 

and the funds can also be used for agricultural
 

technical assistance, to increase markets for U.S.
 

products, and for Currency Use Payment (CUP)-type of
 

activities. If funds are used this latter way,
 

however, they are to be counted as a new
 

appropriation.
 

In prr' tice, the program works as follows.
 

Every year, as part of its Title I planning exercise,
 

a Mission estimates how much 106/108 activity it is
 

likely to have. Through AID/W, the Mission then asks
 

for authority to negotiate such an agreement.
 

Washington takes into consideration all requests, and
 

allocates the worldwide 108 budget accordingly.
 

Thence, program management is given over almost
 

entirely to the field.
 

Additional major point of interest: PVOs
 

co-ops are eligible to be IFIs, and can be giv.
 

grants for start-up costs. These grants are ft,
 

administrative expenses only, and do not cover the
 

capitalization of loan fundL. Also, PVOs and co-ops
 

must pay market rates for the money they borrow.
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The guidelines also point out that preference will be
 

given to IFIs that lend in the agriculture private
 

sector. For Section 3.08 programs, the IFIs must be
 

privately owned, and havR "significant local"
 

ownership.
 

2. Title III, Food icr Development Program
 

Title III Food for Development programs are intended
 

to support a wide range of development activities in
 

agricultural and rural development, nutrition, health
 

setvices and population planning. However, the main focus
 

of Title III programs is on activities that support
 

increased food production and food availability for poor
 

consumers.
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Title III of P.L. 480 authorizes concessional food
 

sales to eligible recipient countries over a multi-year
 

period. When local currency proceeds and/or commodities
 

are used for agreed upon development purposes, a provision
 

is included for forgiveness of the repayment
 

obligation. Title III is geared to those low-inconme
 

(under $790 per capita income in 1987), food-deficit
 

The "loan forgiveness" earned by a recipient government can be
 

applied to the outstanding repayment obligations of the Title
 

III loan. For example, in the first year of a multi-year
 

program the USG loans $10 million, which incurs a 40 year
 

repayment obligation of about $16 million. If the recipient
 

government meets the tough conditions of the Title III loan it
 

will earn $16 million in "loan forgiveness", thereby wiping out
 

the entire dollar repayment obligation. However the "loan
 

forgiveness" "earned" by the recipient government also can be
 

applied to existing Title I dollar repayment obligations .,hich
 

may fall due in the nearer term. This second application- of
 

"loan forgiveness" is obviously more valuable in terms of
 

foreign exchange savings to the recipient country, since it can
 

wipe out current and near future dollar repayment obligations
 

rather than dollar repayment obligations which do not fall due
 

for 20, 30 or 40 years.
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countries which have the potential to significantly raise
 

agricultural production, pursue agricultural-based
 

strategies, and are committed to efforts to stimulate
 

rural growth. Consistent with this commitment, Title
 

III's multi-year commodity supply assurance, and the
 

potential for forgiveness of loan repayments, should
 

provide incentives for recipients to agree to significant
 

policy and institutional reforms, and to key improvements
 

in their development programs.
 

Loan 	forgiveness is usually earned when the recipient.
 

government in the Title II Agreement agrees to do one or both
 

of the following:
 

a. 	 to undertake certain, usually difficult economic policy
 

reforms (e.g. reform the agricultural pricing regime),
 

and/or
 

b. 	 to place the l3cal currency generations in a Special
 

Account and uses them for projects/activities that are in
 

addition to the recipient government's planned budget.
 

Such "additionality" must be verified.
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Title III is most suited to countries where the
 

causes of food and agricultural production are understood
 

by key policy makers in LDCs willing to enter into a
 

long-range effort, including policy reforms and program
 

adjustments, to correct rural-urban imbalances and to
 

pursue the broad-based growth of the rural economy. The
 

recipient country government should be committed, and
 

hopefully have made some progress towards
 

a. 	 Developing the institutional capacity for food and
 

agricultural planning and policy analysis;
 

b. 	 Developing human resources and institutions which
 

(i) generate and apply innovations designed to raise
 

agricultural productivity and rural incomes; and,
 

(ii) evaluate andadapt technologies transferred from
 

developed countries and international institutions;
 

c. 	 Encouraging (i) policy and management reforms th . 

make public enterprises more responsive to markc 

forces; (ii) greater private sector initiatives 1. 

the same spheres; and (iii) the reduction of 

inappropriate public enterprises in the economy. 
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Normally a Title III program is proposed in a PID
 

followed by a Project Paper (PP). Such documents are
 

carefully reviewed by AID, State, OMB, and USDA. About
 

one year is normally required between the initial proposal
 

the signature of an Agreement.
 

To summarize, through Title III programs;
 

a. The recipient country gets:
 

(i) a multi-year commitment of food aid and,
 

(ii) loan forgiveness; therefore, a large foreign
 

exchange grant.
 

b. The USG gets:
 

(i) more development impact from its food aid, and
 

(ii) policy dialogue plus a closer relationship with
 

the recipient government.
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B. Title II, Section 206 Programs
 

Title II Section 206 programs seek to alleviate the
 

underlying causes of a country's food problems; to
 

increase the availability of food and the effectiveness of
 

food distribution for the country's neediest populaticn
 

groups; and to support health programs and projects,
 

including the immunization of children.
 

The principal feature of these government-to

government programs is their development orientation.
 

Section 206 programs provide food aid on a grant basis;
 

permit multi-year commitments subject to an annual review
 

of program performance and commodity availability;
 

incorporate policy conditionality; and generate local
 

currency to support development activities consistent with
 

legislative requirements, country priorities, and Mi.ssion
 

CDSS objectives.
 

Illustrative program initiatives include effort. 
 to
 

increase food and agricultural production; establis.. 
a
 

reliable food data collection and reporting system;
 

improve the country's food distribution system to enhance
 

food consumption among low-income groups; develop a food
 

emergency preparedness plan; and to remove constraints to
 

more effective participation by the private sector in food
 

production and distribution.
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Section 206 programs are generally tailored to the
 

needs of lower income developing countries requiring food
 

assistance, with priority given to those experiencing
 

chronic food deficits. Lower income countries are those
 

meeting the World Bank's IDA loan eligibility criteria,
 

which is currently a per capita income of dollars 790 
or
 

less. Candidate country programs are'those in which
 

emphasis is given to integrating food aid and non-food aid
 

assistance programs to promote food self-reliance and food
 

security, as well as economic growth.
 

Section 206 programs differ from Title I programs in
 

that they are grant as opposed to credit programs; are
 

generally limited to lower income developing countries;
 

are usually approved on a multi-year basis, subject to
 

commodity and funding availability; and place special
 

emphasis on directly addressing the root causes of the
 

recipient country's food problems and supporting
 

precautionary measures 
that help avert food shortacges.
 

Section 206 programs differ from multi-year Title III
 

programs in that they are grant as opposed to credit
 

programs with a credit-forgiveness feature; 
are more
 

modest in program size - 10,000 to 20,000 metric tons;
 

give priority to chronic food deficit countries; and again
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place special emphasis on addressing the root cause's of
 

the recipient country's food problems and supporting
 

precautionary measures that help avert food shortages.
 

The USG pays for the transport costs of Section 206
 

commodities, whereas these are usually paid by the
 

recipient government for Title I and Title III commodities.
 

Funding for Section 206 programs is available through
 

the Title II unallocated reserve. Due to the demands
 

placed on the reserve in recent years to meet emergency
 

needs, Section 206 programs have been few in number and
 

small in size. In years when there are higher levels of
 

Title II commodities available for programming, more
 

Section 206 programs will be possible. Recently,
 

AID/Washington has streamlined the approval process for
 

Section 206 programs, to make this more compatible with
 

other Title II programs.
 

C. 	 Food for Progress: Section 1110 of the Food Securit" Act
 

of 1985
 

The 	intent of the Food for Progress Program is to use
 

U.S. food resources in support of developing country
 

agricultural sector policy reform in four basic areas: 1)
 

price policy; 2) marketing reform; 3) input supply and
 

distribution policy; and 4) private sector involvement.
 

'I
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Under NSC (National Security Council) direction, the
 

Third World Hunger Study in December 1984 recommended a
 

new tool for use in addressing global hunger problems: a
 

Food for Progress program which would use U.S. food
 

donations to support developing countries that agree to
 

specific reforms in their agricultural policies. The
 

President approved the program and Congress authorized it
 

with some modifications, as Section 1110 of the 1985 Food
 

Security Bill. Funding is from Section 416 and Title I.
 

Selection criteria for the Food for Progress program
 

include a first requirement to serve U.S.*strategic and
 

foreign policy interests. Once this is satisfied, the
 

following additional criteria apply: 1) the recipient
 

country has a political commitment to reform and to
 

implementation of policy decisions, based on free market
 

principles and private sector involvement; 2) there is a
 

need for non-emergency food aid: "Food for Progress"
 

commodities must be additional to U.S. regular food aid
 

programs (the Bellmon Determination holds in this cas: '; 

3) an in-country capacity must exist to carry out 

agricultural reform; 4) evidence is required of policies 

conducive to improvements in agriculture, shown by a
 

movement toward market-oriented agriculture and the
 

phase-out of government controls over agricultural
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pricing, distribution and marketing functions, and/or by
 

other macro level policies that "send incentive signals"
 

to the agricultural sector and induce micro level policy
 

decisions that promise a positive effect on local level
 

investment, production and marketing responses.
 

Criteria of lesser importance include: 1) the
 

potential for economic growth that will lead to the
 

country's ability to participate in international trade,
 

and to import U.S. commodities; 2) the potential for, or
 

existence of, other donor support for agricultural
 

programs and policy reform (indicators of potential for
 

co-financing); 3) the USAID's capacity to negotiate Food
 

for Progress agreements, and to assist the host government
 

to develop, implement, monitor and evaluation of the
 

program.
 

Moving quickly on this new authority, in FY 1986 the
 

DCC sent guidance to the field and requested propc, tls for
 

pilot projects in seven African countries. All seven
 

Missions responded with proposals. Two - from Madagascar
 

and Guinea - were selected by the DCC for immediate FY
 

1986 funding. Based on the experience of the pilot
 

programs, in FY 1907 the guidance was modified and sent to
 

16 additional Missions worldwide.
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Existing Programs: The Guinea program for 30,000 mt
 

of rice will be used to promote liberalization of
 

marketingpolicies. Specific economic reforms to which
 

the program is tied comprise: 1) changes in exchange
 

rates, including a significant currency devaluation, and
 

tying currency exchange to market rates; 2) replacing
 

government banks with private banks; 3) abolition of food
 

rationing and state trading companies (which had a
 

monopoly over food imports); 4) liquidation of most
 

parastatals, and reductions in the civil service.
 

The Madagascar program is designed to complement a
 

World Bank effort to strengthen that country's recent
 

initiative to remove state controls on rice trading.
 

Specifically, the 30,000 mt of rice in the program will be
 

used to dampen price swings, as government controls are
 

lifted.
 

D. Additional Grant Food Assistance Programs: Project Food Aid
 

1. Title II, Section 201
 

Traditionally, the intent of project food aid has
 

been to alleviate immediate hunger and malnutrition. in
 

recent years, efforts have been made to use food aid
 

projects to further developmental objectives.
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There are three basic delivery systems for regular
 

food aid projects:
 

a., 	 Maternal-Child Health Feeding Projects (MCH) 
- offer
 

food supplements to pregnant and lactating mothers
 

and preschool children from low income families,
 

These projects are typically implemented at feeding
 

or health centers managed by indigenous or U.S.
 

organizations. 
Feeding rations are distributed to
 

mothers and infants and rudimentary lessons in health
 

or nutrition are provided. In better-run centers, a
 

growth surveillance system is used to ensure 
adequate
 

levels of intake and to monitor impact.
 

b. 	 School Feeding Programs (SFP) - provide meals to
 

school age children who are physically present at
 

educational institutions. School Feeding Programs
 

are intended to contribute to development throu 
'l
 

human capital formation and increased productiv...
 

c. 	 The contribution of Food for Work (FFW) projects to
 

development differs from that of MCH.and school
 

feeding programs. In this case, development occurs
 

through income generation and employment for the
 

poor; infrastructure development; and the promotion
 

of community organization and development.
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Project food aid is implemented by Private Voluntary
 

Organizations (PVOs), cooperatives and the World Food
 

Program (WFP). Section 201 of Title II provides that in
 

FY 1987 1.45 million metric tons of U.S. commodities is to
 

be distributed through non-emergency projects by these
 

institutions. Costs of ocean transport and overland
 

transport - port of entry to point of entry for
 

land-locked countries - are also provided in these
 

projects.
 

Sponsors submit Operational Program Plans - or
 

project documents in the case of cooperatives - to A.I.D.
 

field missions. They are reviewed and, when approved, are
 

forwarded to Washington for the normal DCC approval
 

process. For the WFP, projects are reviewed and approved
 

at their biennial meetings in Rome.
 

2. Section 416, Section 1109, Food Security Act of 1985
 

The intent of Section 416 is to reduce U.S.
 

Agricultural surpluses - additional to P.L. 480 - and to
 

provide humanitarian and development aid in the same way
 

'as Title II projects worldwide.
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Amendments to Section 416 of the Agriculture Act in
 

1982 authorized USDA to donate dairy products from
 

Commodity Credit Corporation (CCC) stocks for poor people
 

needing food assistance in foreign countries. These
 

donations can be made through foreign governments, or
 

through U.S. private, non-profit voluntary organizations
 

(PVOs). 

A 1984 agreement divided programming responsibilities
 

between A.I.D. and.USDA. USDA is now responsible for
 

determining the commodities that are available, and in
 

what quantities. A.I.D.'s responsibilities include review
 

and approval of program sponsors, development and review
 

of specific proposals, establishment of Section 416
 

program policy, and development of audit procedures.
 

Section 416 is considered additional to P.L. 480, and is
 

available to countries beyond the list of LDCs now
 

receiving the bulk of Title II assistance. This includes
 

middle-income countries and advanced developing countries,
 

such as Mexico and Chi'e.
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Procedures for submitting and approving Section 416
 

proposals are much the same as those for P.L. 480 Title II
 

programs. Requests are submitted to A.I.D. for
 

preliminary review and then presented to the DCC for final
 

approval. Existing Title II logistical systems are used
 

to transfer the commodities.
 

Food Security Act Amendment 
- The Firm Bill increased
 

the amounts and commodities available for programming
 

under Section 416. Grains and oilseeds are now included
 

and the following minimum tonnages are to be made
 

available during the period FY 1986 
- FY 1990: 500,000 mt
 

of grains and oilseeds, and 150,000 mt of dairy products.
 

The Farm Bill also contains provisions about
 

monetization under Section 416. 
 A minimum of five percent
 

of the aggregate value of commodities made available to
 

PVOs and cooperatives is to be provided for sale. 
 The
 

following provisions on Section 416 monetization are
 

included: a) such sales are 
to be incidental to doration
 

of 416 commodities; b) sales can finance distribution,
 

handling an' processing costs of 416 commodities; c) sales
 

of commodities provided to PVOs.and cooperatives can be
 

used to enhance the effectiveness of transportation,
 

distribution and use of the commodities for Food for Work
 

programs and cooperative and agricultural products.
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The following are additional important 416 provisions
 

in the Farm Bill: a) disincentive and UMR analyses are to
 

be conducted prior to programming; b) multi-year programs
 

are authorized and strongly encouraged; and c) cargo
 

preference rules now apply.
 

3. Monetization
 

The intent of monetization is to meet local currency
 

costs associated with grant food aid projects.
 

Monetization simply means sales of grant food aid
 

commodities, i.e., Title II and Section 416 regular and
 

emergency projects. Commodities can be monetized in PVO,
 

cooperative, as well as Government-to-Government projects;
 

monetization can be partial or full.
 

Existing monetization projects represent a wide
 

variety of possibilities: full monetization by
 

cooperatives for development purposes; full or partial
 

sales of emergency commodities by PVOs or host governments
 

for food distribution; and partial sales in regular Title
 

II or Section 416 project food aid. These projects are to
 

be found worldwide.
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The Food Security Bill of 1985 has recently focused
 

attention on partial monetization of project food aid by
 

the World Food Program, PVOs ard cooperatives. This
 

partial monetization of project food aid is the major
 

focus of A.I.D. monetization policy. The Bill legislates
 

that a minimum of five percent of the aggregate dollar
 

value of both regular Title II and Section 416 program be
 

monetized. 
For FY87, this would represent approximately
 

$11.4 mi],lion of Title II resources. Percentage.values
 

for Section 416 are more difficult to calculate since
 

there is no proposed dollar budget for Section 416 food.
 

Tonnages for Section 426 in FY87 are expected to exceed
 

the 650,000 mt minimum.
 

Procedures for partial monetization of Section 416
 

and Title II project food aid make PVOs and cooperatives
 

responsible for submissions of proposals, and for the
 

ultimate implementation and accountability for
 

monetization projects. 
 As with all PVO/cooperative
 

projects, field missions are responsible for oversight.
 

Monetization proposals are submitted by PVOs and
 

cooperatives as part of Operational Program Plans/project
 

documents, and are subject to the normal review and
 

approval. process of food aid projects.
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For WFP (World Food Program) projects, proposals that
 

include monetization are reviewed in the normal Committee
 

on Food Aid process.
 

The most appropriate uses of local currency proceeds
 

generated by monetization are:
 

internal transport and storage costs; and
 

ancillary inputs that enhance project food aid
 

objectives.
 

For those who apply for regular food monetization
 

projects, the major uses they should consider include:
 

a. 	 The use of local currencies fn Maternal Child Health
 

programs, to include such inputs as scales, growth
 

surveillance charts, nutrition education and pilot
 

ORT programs;
 

b.. 	 The uses of local currencies in School Feeding
 

programs, to include purchase of tools and equipment
 

for school gardens, educational aids related to
 

nutrition and equipment for school kitchens, etc.;
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c. The uses of monetization proceeds in Food for Work,
 

to include items such as simple tools, cement,
 

fencing or compactors to complement labor intensive
 

infrastructure projects and short-term technical
 

services supplied, for example, by engineers,
 

foresters and agriculturalists. Cash supplements or
 

substitute cash payments to workers also are
 

appropriate under special circumstances.
 

Other issues that need to be examined before proceeding
 

with a monetization program are:
 

a. 	 the need exhaust all alternative funding sources;
 

b. 	 the possible disincentives to local production and
 

marketing;
 

c. 
 the effects of imports and sales on Usual Marketing
 

Requirements (UMRs - five year average of commercial
 

imports);
 

d. 	 host government approval of grant food sales program;
 

and
 

e. 
 the need for adequate management and accountability.
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AUTHORITY: 
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I. PURPOSE: 
 To announce a rationale and criteria for
 

USAID/Kenya supported grant food aid programs.
 

Il. INTRODUCTION:
 

U.S. Government P.L. 
480 grant food aid 
(Title II, Section
416) is a potentially valuable long-term resource for 
our
development assistance program. 
It is also a vital
short-term resource to 
use for humanitarian purposes in
critical emergencies, such as drought, and other national
disasters thcat 
cause acute shortages of local food and may
lead to famine or serious problems of hunger among members of

the local population.
 

In a period of diminishing development assistance 
(and
econorp.ic support fund) 
resources for AID, food is a
potentially important 
resource for USAID 
in Kenya, both in
dollar terms and in the addition of resources to our
assistance program. 
 Consequently, USAID has a responsibility
-to examine critically food-based assistance proposals
submitted by PVOs (and others) so that food is used to bring
about a positive developmental impact in Renya.
 

Achieving longer-term developmental impact through grant food
aid in Kenya depends on such elements as basic need, funding
resources, project design, logistics capability, host
government commitment, alternative food sources, etc.
multiplicity of factors underlines the need for 
This
 

a concise
rationale to assist USAID in evaluating food-based
development programs, as proposed by PVOs and others. 
The
rationale takes into account the salient concerns of USAID's
country development strategy; the management and
administration of its development program; and Kenya's own
development policies and priorities.
 

The Issue of Dependency and Disincentive Effects
 

To produtce positive outcomes, the use of food aid requires
that it be programmed under specific conditions and with
careful precautions. To do otherwise would 
run the risk that
 

V. 

http:econorp.ic
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such aid might become a costly and ineffective intervention
 
which creates dependency and acts as a disincentive to local
 
food production. 

Disincentive and aependency risks are essential concerns in
 
considering an increase in imported food supplies. Depressed
 
prices for host country farmers and inappropriate host
 
government agricultural policies may both result, and both
 
may lead to"decreases in food production.
 

As for the dependency effect, outside food aid can cause a 
change in eating habits that creates a permanent dependenc-. 
on specific food imports. This may occur by shifting e 
from domestic to imported foods which cannot be competitively 
produced at home. 

As a result, USAID will discourage the importation and use of 
U.S. agricultural commodities as food aid when this would 
result in depressing the market for foodstuffs normally grown 
and consumed in Kenya. Food aid must not serve as a 
disincentive to Kenyan producers who strive to improve the 
production, quality and distribution of agricultural 
commodities within Kenya. Nor will USAID normally endorse or 
support any U.S. government food-based assistance that could 
displace, or act as a substitute for, local commodities, thus 
causing undue dependency among the local population on 
foreign imports. 

As a prerequisite to USAID's approval of any food assistance
 
proposal, a Bellmon Determination will be made, with a
 
disincentive and dependency analysis. As required, the 
analysis will "determine that the distribution of the 
commodities in the recipient country will not result in a
 
substantial disincentive to or interference with domestic
 
production or marketing in that country".
 

Other Essential Criteria 

Under normal circumstances, USAID views food as an importz
 
supplementary resource for development only when it is us:
imaginatively, effectively and efficiently. This must be
 
done with maximum cooperation and participation of the loc1L
 
population, so as to enhance or extend the impact of 
long-term development that improves the standard of living of
 
the targeted population.
 

As defined above, and providing they are endorsed by 
cooperating Kenyan authorities, USAID encourages and provides 
support for the active participation of American PVOs in
 
carrying out food-based development programs in Kenya.
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Within this framework, there is a series of priority criteria
 
that USAID will apply to determine its support to PVOs and
 
others who propose development assistance programs based on
 
food imported into Kenya by the U.S. government. Such
 
proposals will be measured against the following criteria:
 

1) 	Clearly demonstrated need;
 

2) 	Positive developmental impact;
 

3) 	Potential for program to achieve targeted
 
objectives and phase itself out;
 

4) 	Availability of appropriate foods;
 

5) 	 Innovativeness/Pilot Activity; 

6) 	Demonstrated ability to promote food
 
self-reliance of targeted group(s); 

7) Indication of GOK approval and support; 

8) 	Evidence of active community participation and
 
ability to manage the program;
 

9) Solid experience and proven track record of PVO; 

10) Manageable program size and elements; 

.11) Feasible operational plan; 

12) Viable evaluation plan; 

13) Significant contribution by PVO and other donors
 
to project. 

(An annotated list of the criteria is attached). 

Note: Standards used to assess proposals for using U.S. 
government-owned foods for emergency purposes will be 
different. Essentially, these will be based on proven need, 
urgency and logistic/administrative competence of the PVO to 
implement a reasonable program as fast as possible.
 

Summary
 

USAID's rationale for the use of P.L. 480 grant food aid in
 
Kenya is tied to a clearly-designed program and an
 
agreed-upon set of criteria which, intelligently applied,
 

/%.
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will ensure effective developmental outcomes without creating
 
disincentives or dependency among the local population. To
 
merit USAID/Kenya's support, food-based development 
assistance proposals must be of an exemplary nature:
 
well-planned, imaginative, and endorsed by the community and
 
host government. All such programs must result in a 
measurable development impact, and be conducted in consonance
 
with USAID's country development assistance strategy.
 

Dsrbvto W. SiAdingDirector i
 

Distribution: ABC 
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Annotated List Criteria:of P.L. 480 Grant Food Aid Rationale 

1) Clearly demonstrated need:
 

What is thb evidence of the. need 
(reports, statistics,

anecdotal, etc.)? 
What is the source of the evidence
(PVO, Community, GOK)? 
 Do all parties concerned agree
 
on the need?
 

The needs assessment will include a disincentive and

dependency analysis (Bellmon Determination). Among

other things, this will analyze the domestic food
supply situation, other donors' food aid programs, as
 
well commercial food imports. 
The balance between

such imports and food aid, and the indications of the
 
proposed program in 
Kenya's balance of payments

position must be addressed.
 

2) Positive developmental impact:
 

What will be the expected impact of the program? What
inputs are needed (costs) vs. outputs expected

(benefits)? 

3) Potential for program to phase itself out:
 

Will the program be self-sustaining after the project
is over? If so, what evidence is there supportto 

this belief?
 

4) Availability of appropriate food:
 

USAID will only make available specific imported foods
which are appropriate to the goal/objectives of the
proposed program, and which will not act aas 
disincentive to 
local production or create a

dependency on new food products. 
 If the U.S. icapable of supplying appropriate foods, then this

criterion may be satisfied. 

5) Innovativeness: 

Does the proposed program offer innovative approaches
which appear likely theto solve major problem(s)
identified? How will it 
serve as an example? If a"pilot" program, does it provide for flexibility,
on-going evaluation and mid-stream changes? Can it beeasily dropped if it doesn't work? 
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6) 	 Demonstrated ability to promote food self-reliance of
 
targeted groups:
 

Does the proposal support national as well as local
 
food security, both short and long term? How? Will
 
it encourage food self-reliance? How will the program
 
contribute to Kenya's ability to ensure an adequate
level 	of food for all sectors of the population?
 

7) 	 Indication of government approval and support:
 

What evidence is there of GOK commitment to the
 
proposed food-based development program? How will the
 
program support GOK priority strategies, such as the
 
District Focus?
 

8) 	 Evidence of active community participation and ability
 
to manage the program:
 

How was the local population/community involved in
 
identifying needs, designing the proposal,
 
participating in the implementation and evaluation of
 
the project? How will the community sustain the
 
activity after the project ends? Does the community
 
have the management capacity to do so? If not, how
 
will this capacity be developed?
 

9) 	 Solid experience and proven track record of PVO:
 

What is the PVO's in-country base? Has it carried out
 
other 	food-based development programs (Kenya, Africa,
 
other)? if so, how were they evaluated? What is the
 
quality of its staff? What record-keeping, monitoring
 
and reporting systems capabilities exist? Do such
 
systems con'for-m ,ith P.L. 480 regulations?
 

10) Manageable program size and elements:
 

What skills and time must USAID invest to help
 
develop, perfect and monitor the proposed program? .s
 
the implementing agency capable of managing a project
 
of the size and scope proposed? Is the program worth
 
the effort needed to achieve a significant development
impact, in terms of cost, time and personnel
 
requirements?
 

11) Presence of a viable evaluation pian:
 

How good are the program evaluation plans, over the
 
life of the project? What quantifiable indicators
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will be used to objectively measure project results on
 
a scheduled, systematic basis? How and when will
 
expected outcomes be assessed? Are adequate funds
 
budgeted f6r evaluation?
 

12) 	 Feasible operational plan:
 

Does the food-based development proposal (operational
 
plan) conform to AID guidelines? Is the plan proposed
 
acceptable to the USAID Project Review Committee?
 

13) 	 Significant contribution of PVO and other donors to
 
the project:
 

Can the proposed project be completely funded? How
 
much must AID contribute? How much is the PVO/other
 
donor(s) contributing? If the GOK is contributing,
 
how much? If the PVO must meet specific funding
 
requirements, can these be met?
 


