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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 (CDSE) as

well as those found in the individual sector strategies,

The Food Need:s Assessment

The Food Needs Assescsment 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 generalliy had a
surpius 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 prodqction because of: (1) the
relative scarcity of appropriate land resources; (2) the
capital-intensive nature of Kenyan wheat pfoduction; {3) the
sub-division of what historically has been the wheat belt due to
increasing populatioh pressure a.d 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 porulation growth as well
as the taste, convenience, and income effects associated with
development and utbanization. The result is that currently Kenya is
producing only 50% of the country's consumption rgquirements.
Purther, the production-consumption gap is approximately 230,000 MT
and increasing by 25,000 MT annualiy. In the longer-term we expect
that the wheat gap will continue to increase 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
incenfive 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,
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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 pe 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
emergency relief: Emphasis was placed on moving the commodities -
particularly rice which sat in storage for more than a yéar before
consumption. TFurthermore, 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
comnercial imports; Govermment 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 1i¢ited By the fact that
Title I resources belong td the Government. This limits A.I.D.'s
leverage on both programming counterpart and on on gegquiring

relatively strong self-help measures.,

The review of the Title II Project Food Assistance'shaws that,
with the exception of emergency assistance, the fitle II program has
been modest. Catholic Relief Services (CRS) has served as the’ .
"principal implementing agency. During the decaée, CRS has attempted
to adjust to the trend within Food for Peéce td.use food assistance
as a development resource by redesigning its program to include
agricultural production, soil consarvation.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 Develovment Strategy

The goals of this strategy are consistent with those £ound in
the current Kenya CDSS. The specific objectives of the fooc
assistance development program are to: (1) provide short-term focd
security at the national level through the importation of food
commoditieé for which there are insufficient levels from domestic or
commercial importation sources; (2) encourage and promote efficient

market development in order to assure that adequate availabilities



at the national level are trénslated to local and individual food
security; (3) provide short-term targeted food assistance in
circumstances in which the individual/community is unable to acﬁieve
food security; (4) provide balance of payments support in order that
the scarce foreign egchange may be used for produétive investment
rather than the consumption of food éommodities; (5) permit the
Government to design and implement policy and investment decisions
to strengthen the foundation for economic érowth and fooé securiﬁy;
and (6) through the use of counterpart funds generated by the sale
of P.L. 480 ccmmodities, 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 pfong is what we
have termed "the food structural adjustment program." Given the
expected total food assistance requirement of some $20-25 million
per year in the éhort—term, the U.S.'s comparative advantage in
cereal production and the commitment of USAID/Kenya to increasad
productivity within the focd and agricultural'sector, we belie it
is appropriate to racommend an eventual increase in the U.S. p ram
size to an eventual level of $15-20 million. It is importanﬁ
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 polity issues in both the

. Agricultural and Private Sector Strategies, it is our assessment

that the most critical poli issue of the late 1980s is that of
agricultural marketing. /6£erefore, it is the iﬁtention of
USAID/Kenya to build upon the modest successes of the currenrt

Title I Program as wéll as the stated commitmént of the Kenyan
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. In addition to
supporting the Goverrment'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 exélore the possibilities of grant rather than
‘concessional loan terms. Given this request, and the mitigating
effect that lcan tefms have had on the implementation of Lhe 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. 1In
this connection, it is important to stress that the implementation
of a performance-based program will require increased flexibility
and support by thz Food Assistance Sub-Committee of the Development

Coordination Committee in Washington, D.C. (DCC).



- vii -

The second prong of USAID's food assistance development
strategy includeé project food aid. These modest activities will
focus upon long-term development impact through a fe& well-targeted,
relatively short-term multi-year programs (2-3 years). Occasions
for such assistance may be the result of chronic under-production,
inefficient marketiné, and/or lack of resources resulting in
location specific malnutrition. Again, such assistance will be
provided to well-targeted activities that address the :eiévant

constraint(s) to food security.
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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 insécurity
remains a persistent problem. In Kenya the basic problem hés
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 affprdable price.
Economic growth, the primary objecfive 6£ USAID/Kenya, will
Ultimately provide both individual househoids and the naticn
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 countrv's

food security position is maintained at acceptable levels.

It is important to stress that the provision of
compensatory resources without addressing the underiying ¢ :es
of the food problem, (i.e. decreasing agricultural
productivity, an extremely high rate of population growth, &
lagging growth in employment opportunities and international

competitiveness, etc.) will only serve -to undermine the



objectives of economic growth and long-term food security in
Kenya. We have entitled this document the "Focd 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 ié cne resource which serves these sectoral
strategies as wéll as those of Population, Health, and Human
Resources through policy dialogue, the imélementation of
location-specific projects by PVOs, and thg release of
counterpart generations for priority activities that address

the underlying causes of the food. preblem.,

The sections which follow (1) analyze the current and
expected status of the food sector; (2) review the food
assistance programs implemented by USAID/Kenya in the 1980s}
(3) review the food assistance program options available to
USAID/Kenya; (4) present the USAID/Kerya Food Assistanca
Development Strategy; and (5) examine the management

implications of this strategy.



II.

Current and Expected Status of the Food Sector

A. Introduction

Prior to a}scussing the role of foaod aia, and specifically
the "USAID/Xenya Food Assistancé Development Strategy", it is
necessary first to review the food sector in order to assess
the current situation, and the probaﬁle ghort and médium-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! LS
that such dependency should be minimized, and that, to ti
greatest extent possible, the Guvernment of Kenya should rely
on commercial éurchases/sales in order to achieve a position of

long-term food securitv.



B. Expected Food Needt¢ and Availabilities

Currently, there are two principal means of deﬁermining
the expected food needs in a country. The first is to
determine the average caloric consumption, adjusted for
distribution inéqualities. The caloric balance is then used to
determine the per capita deficit and the qdantities of a given
commodity necessary vo bring the food situation into caloric
equilibrium. The second method is to calchléte the domestic
supply, demand and curplus (deficit) for individual
commodities, in an effeort to ensure an appropriate balance of
food availabilities in 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 consume: should determine the commodity
consumed, provided that the price of the commodity refle¢ is the
international value of consumption. However, so that ti -
reader may better understand the focd and agricultural
relationships, we will present an overview of the Kenyan food

sector, and utilize both types of analysis.



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 cehtury. The tables reflect
the fact that, yith 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 (Production
is now estimated to be 15% below the long-term trend for corn
(maize) and 10% for wheat). 1In the short-term the deficit will
be offset largely by existing stocks; however, the long-term
implications are unsettling. Assuming "nornal" 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
1995796, again'assuming "normal" crop conditions, the total
deficit of 795,000 MT is expected to nearly equal that

experienced during the 1984/85 drought.



“adie iz ¥enva - Deaestic Cereai Freduction. Kon-Fuad Utilization. aad Food Availabilities 197% -- 2000

* *
. *roduction iGo0 HI) + Feed Seed and Maste 000 HT) . Food Availabilities (000 NT)
rojulation Foouistione Fice Scrchums other All . Rice  Sarpnua/ Giher all . kice Zorohum/ Dther All .

Tear  broath Hate (000} ¢ Malze Nheat Pacdy M .::: Erain brains + Maize \Mheat Faddv  Xillet Grain Graing ¢ Maize Wheat Faddy  Hillet brain  Brains «

* ——

v * * *
La70iM - 1i.452 + 1.181 i77 0 Kl A1 1.729 + 1" 19 2 23 2 136 + 1.070 138 2 288 28 1.973 ¢
ST 1.5 11.852 + 1.473 170 35 324 35 2.037 ¢+ 126 13 2 24 2 176 ¢ 1,343 131 3 300 3 1.B61 »
2372173 b 12.250 + [.334 1590 35 31 33 1.219 « 129 29 2 24 2 176 ¢ 1,258 130 u 292 b} 1,743 ¢
3 3.7 12,738 ¢ 1219 13 33 310 39 1.790 ¢+ 124 21 2 3 2 171 ¢ ].158 17 3 287 8 1.615 ¢
2973475 3.3 13.232 + 1,387 158 2 369 28 1,50% ¢+ 128 21 2 22 2 15« 1,259 137 .30 278 2% 1,730 ¢
. + + ]
i375/76 3.7 13744 ¢+ 1.53B 182 39 381 35 2,285 ¢ 147 22 2 27 2 202 ¢+ 1,539 140 hY) I 3 2,083 ¢+
137877 4.0 14,288 ¢+ 1.90§ 151 1) 367 38 2,435 ¢+ 154 23 2 34 2 27 ¢ 1,483 153 2 133 36 2,222 ¢
1377178 L) 14383+ LEQ2 164 36 450 M:] 2,532 ¢+ 136 4 2 35 2 219 ¢« 1,888 142 U 13 YN 2,313 ¢
$373/79 4.1 15,463 ¢+ 1,525 128 A 465 35 2,630 ¢ 159 25 2 27 2 24 ¢ 177 133 R!) 439 3 2,416 ¢
3715783 4.1 is,lod ¢+ 1,750 55 15 35 33 2,332 ¢ 149 25 2 39 2 209 ¢ 1,401 129 32 323 36 2,123 ¢
+ + + *
:¥E0/81 4.2 18,774 ¢ 1,837 189 i1 399 42 2,308 ¢ 150 U 2 30 3 209 ¢+ 1,487 185 39 349 39 2.099 ¢
1351:82 4.2 17.424 + 2.501 215 I8 410 43 3.227 ¢« 202 27 2 3 3 265 ¢ 2,299 203 35 379 10 2,962 ¢
1382783 4.2 iB.206 + 2.350 243 38 R 10 3.063 ¢+ 198 8 2 29 2 259 ¢+ 2,152 21% b1} 362 38 2.804 ¢
1322784 4.2 18.948 ¢ 2,030 19) 15 238 38 2,532 ¢ 184 29 2 18 2 235 ¢+ 1.845 181 k¢ ] 220 3% 2,297 ¢
iedsES 4.2 19,78 LI 83 29 35 26 2.218 ¢ 171 30 1 27 2 231 ¢+ |.554 S .0 328 24 1,987 +
+ . ' +
1585785 4.9 20,550 ¢« 2,7% 235 37 343 4 3.315 ¢+ 28 31 2 -~ i 2 293 ¢+ 2,522 204 33 282 33 3.080 ¢
1358/87 4.0 21,3712 ¢ 2,830 233 45 hyl} 43 3.917 ¢ 204 33 2 3z 3 7 ¢+ 2,64 2 3 292 L} 3.242 ¢
1527728 0 22,227 ¢+ 2,230 2 35 280 35 2,815+ 213 35 2 33 2 286 + 2,035 180 3 7 0B 2,529 ¢
1323789 .0 23116 ¢ 2,517 242 5 48 39 J.199 ¢ 222 36 3 35 2 298 ¢ 2,295 203 32 i hY) 2.901 ¢
(953/99 8.0 249.041 ¢ 2,597 24 85 38 40 3.297 ¢« 23 I8 3 36 2 310 ¢+ 2,35 203 b2 N 38 2,985 ¢
. + + L) *
2359191 3.9 M9+ 2,420 253 80 370 1)} I3 ¢ 40 40 ] 37 2 323 ¢+ 2,389 A3 T B 333 39 3.050 ¢
1371792 3.9 25,953 ¢ 2472 259 85 3B 42 3430 ¢ D50 42 4 38 3 337 ¢ 2422 217 8] 343 10 3,103 ¢
U 3.9 26,785 ¢ 2,745 285 [:§] 393 43 3.936 ¢ 260 44 L] 33 3 351 ¢ 2,485 221 Bs 354 11 3.185 ¢
129N 3.9 28,017 ¢+ 2.31% 272 93 406 4 383 ¢ 271 47 5 40 3 385 ¢ 2,548 226 83 366 2 3.269 ¢
1394/95 3.9 29.1¢9 ¢ 2.8%5 2717 97 1§19 45 373 ¢ 282 49 H 4] 3 360 ¢ 2.4:3 230 92 378 3 3.356 ¢
+ + + +
s335798 3.8 36.215 ¢+ 2,945 287 101 43} Ly} 381+ 294 52 3 3 3 397 ¢ 2,851 235 9% 388 1) 3414 ¢
1396197 3.8 " 31364 ¢+ 3,03t 255 104 LL1 1] 3.9 ¢+ 307 55 5 44 3 s+ 2,14 20 99 402 43 3.510 ¢
1371458 3.8 32.355 ¢ 3,123 303 108 45t 49 4,044 ¢ 321 8 2 43 3 132 ¢ 2,802 245 103 416 L1 3.813 ¢
1332/8¢ 3.8 33793+ 3.2 3 112 477 St 173+ 335 b1 5 4 3 451 ¢+ 2,887 250 106 134} 18 3.723 ¢
133272000 3.8 35077 ¢ 333 320 13 %% 52 §.316 ¢ 35% &4 ] 47 3 471 ¢+ 2,381 255 116 337 [} 3,845 ¢
Ssurce: 1970 - 1937, Merqed Data #roe €DK Mini-:-- - enture, ofN/Central kureau of Statistice, USDA »nd FAD

1988 - 2009, USAID/keava Expectations baszg on aitvitus dat2, 1epleeentation of the soricultural research anéd ertension program and increased fertilizer avallability,



1asle 23 Kenva = ¥er Lapita {ereal Food Deacnd., Tota) Cereal Food Desand, and Surplus/Deficit §971 = 2000

Fer Canita Fead Demand {Ka) ¢ Tota) Food Desand (N2 HT) + Food Surples (Deficit) — 050 M1 L3

Peculaticn Posvlations - Rice  Sorcdus/  Dther All + Rire  Soratwa/  Otter Al Sorghas — Dther [} I

Year Grosth Rate 1000) ¢ Maige imeat Padiy Nillet  Erain Er2ing ¢ Malze vheat Padty Milet  Brafa Srajings ¢ Majze Wheat Rice Paddv Killet  Grain fraing ¢

. . * *

151371 — 11,452 ¢+ 13,3 188 2.3 19.7 2,0 132, ¢ 1,200 170 29 225 n 1.7 ¢ il ? 2 ] 7 32

1umn 3.5 11,858 ¢ 113.4 15.1 2.3 19.4 2.9 15.5¢ L35 179 30 231 N 1.808 ¢ 128 (L]} 3 3 n 29 ¢

1572/73 b 12250 ¢ N33 15.4 2.5 15.2 2.1 152.5 ¢ 1,322 17 3 23b b -] 1.074 ¢ v [Lh)) 3 (3] ] 45+

1773/ 74 L7 12,3 e 1150 15.7 2.3 15.0 2.1 152.5 ¢ 1,892 201 n M2 n 1.9 ¢ {183} 183) 1 4] 3 (154

NS 3.8 13,232 ¢ 11500 16,1 2.5 18.3 2.1 152.3 ¢ 1,835 23 34 2149 a 2.010 ¢ {108) (55) {2) i 0 (113)e

. . 4+ ' *

17715/78 3.9 13.724 » 11z.8 16.4 2.3 18.4 2.2 152.5 ¢ 1.551 225 35 235 3 2,085 ¢ 137 [{34) L} 103 3 139 ¢

193377 L9 el e 1127 16.7 2.8 19.4 2.2 152.5 ¢+ 1,510 239 37 2L3 3 2,119 ¢+ 19 (58 ? 14 1 260 ¢

1571478 4.0 14.23 ¢ 1125 17.1 2.4 18.2 2.2 152.5 ¢ 1,672 254 38 ue 33 2,27 ¢ 170 i89) i2) 186 3 13 ¢

1973179 i1 15,423 ¢ 112.3 1.3 2.6 13.0 2.3 152.5 ¢ 1.736 269 I 2i8 3 2,35% ¢ 199 (tn 13) 188 [ 271 ¢

1372799 41 1.t e 1120 17.8 2,8 17.8 2.3 152.5 ¢ 1,504 285 43 266 37 2,45 ¢ (54) um %) 3] H {124)¢

. * ‘ [ ]

133¢:01 4.2 1730 1) 15.8 2.7 11.5 2.3 192.5 ¢« 1,914 268 43 bill 3 2,558 ¢ Qm (78} (L1} 105 3 (25014

42 174870 1118 18.5 2.7 1.3 2.4 152.5 ¢ 1.95) 123 4 393 L} } 2,685 ¢ 551 (88) uo 107 2 562 ¢

4.2 12200+ 1122 18.0 .8 17.1 2.4 152.5 ¢« 2,042 328 50 312 11 2,77 ¢ 508 (84) u» -’ 79 [£4] 287 +

£.2  1L.563 ¢ 112.2 12.1 2.8 16.9 2.4 152.3 ¢ 2,529 ns 3 h 3| [ 2,893 ¢ (E4)) sy un {83) L }) 13615

4.1 15.750 ¢ 1113 19.1 .9 16.7 2.5 152.5 ¢« 2,200 m Sb pA ] L} 3.013 + 1475) 1292) 8 2 23} i798)¢

v . ‘ +

1733738 A0 20550 ¢ 1117 18.9 2.3 16.5 2.3 152.5 ¢« 2,29 197 0 140 L1 N R IR 434 1132) ) m {11 ]+

1518787 L0 2lii e 1112 19.5 2.9 18.3 2.5 152.5 ¢« 2,37 L}Y) 83 e L] 3,259 ¢+ LY/ 1152) (18) 23) (11} 750 ¢

1357:28 L0 22,227 ¢« 0.9 19.9 3.0 16.1 2.5 SRS 248 43 N 359 Y 3,370 ¢ 1214) 228) (31) 119} (22) {375)¢

1422739 4.0 22116+ 1105 0.4 3.0 15.9 2.8 152.5 ¢ 2,555 m % 388 (1) 3,525 ¢ (38) 230 = u» 22) an 1328)+

195%/70 .0 2,080 ¢ 110.2 2.8 31 15.7 2.7 132.5 ¢ 2,849 51 " ¥8 M Jbee (52} 1255} 9} {20) (24} 1370)e.

* * L) +

i550/91 3. 25,979 ¢ 09,8 213 3.1 15.3 2.7 152.5 ¢« 2,783 332 7" 8 3.809 ¢ 1114 (280) 2 un (3] A3

1295492 3.9 25,983 ¢  I€9.3 2.8 1.2 15.3 27 152.5 ¢« 2,841 Sbé 82 398 n 3,938 ¢ {163} 1301 3 un 129) iS1die

1892733 3.9 25,585 ¢ 105.) 2.3 1.2 15.2 2.8 152.3 ¢ 2,94 80} 87 409 13 4,112 ¢ 1198) 1353 2 s 132) 1578)¢

1933754 3.9 28,007 ¢ 157 12.8 3.3 15.0 2.8 152.3 ¢ 3,945 538 9 A1y " 1,273 ¢ 1225} 1358} 2 a3 (341] [134:11

13:4/35 3.9 23,109 ¢ 10A.3 3.3 3.3 14.8 2.9 15,3 ¢ 3132 578 % (M} [ M 4,439 ¢+ (254) 13719 1 (1Y) i38) (703)¢

. * + *

155598 3.8 w25 e 107.8 23.8 3.4 LN 2.9 152.3 ¢ 3,238 70 102 130 - 0 4,608 ¢ {313) 433) (1Y} n [L1}) 797

1595297 3.8 L3 e 1074 2.4 3.4 144 2.9 152.3 ¢« 3,389 788 107 151 9 4,783 ¢ 1330 L1314} 3 {5 ) (R3%ie

1937,93 3.8 32555 ¢ 107.0 24,9 3.3 14,2 3.0 152.3 ¢« 3,402 811 113 (1Y LY 4,983 ¢ 1359) 1508) {3} i 1] 1] 192104

1992/99 3.3 33793 ¢ 1085 25.5 1.5 14.0 3.0 152.5 ¢« 3.5%8 8b1 119 73 103 153 ¢ (374) 1330) n L] 52 1980)¢

193972300 1.8 35,077 ¢ 125.0 26.0 2.8 3.8 L1 132.3 ¢ 3.718 13 123 488 108 3.34% ¢ 1384} 1594) L] 12 - (38)  11,033)¢
Sogreer 1970 - 1987, Peroad Datz froam BOX/Ninistry of Be- - lure, 1. (z2a%ral Buresu of Statistics, USDA and FAD

1588 - 2000, USAID/henya Exgpectaticns based oa previcies Cata, 1aplesentation of the aoritultural research an¢ extension procrae and increased fertilizer availability.



-8 -

If the situation is analyzed on a commodity basis, we f£find
that the leading centributor to the domestic production deficit
is wheat. In 1970/71, Kenya was virtually self—éufficient in
wheat production. However, it is predicted that the domestic
consumption deficit will increase to 230,000 MT in 1988/89; to
400,000 MT by 1995; and to nearlf 600,000 MT by the year 2000,
While the Government's stated policy is one of
" mgelf-sufficiency”, the de facto policy foE wheat is.one of
ngelf-reliance". The principal factors that limit an increase
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
vheat to maize; and (4) the relatively high yields (2.25 MT/Ka)
of current wheat technologies employed. Taken together, these
factors have limited net production increases, while
simultaneously the demand for wheat has increasad by more than
2.5% per capita, ot over 6.5% pef year. These increases h-
been caused by changes in consumer taste; the convenience .:
wheat products;.and the increased income associated with
development and urbanization. The net effect of these
moveménts is that the wheat gap is currently increasing by
25,000 MT per YyeAar, with an expected increase to 50,000 MT per

year by the end of the century.



The second commodity which contributes to the expected
deficit is corn. cCorn 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 lute
1980s increasiné to more than 250,000 MT in 1994/95, and -
approaching 400,000 MT by the end of the century. The basis
for these expactations 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 beén 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 exéension 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 1and 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'zo,ooo MT,
This should be reduced as a result of on-gdipg efforts to
expand irrigated rice production, as well as the African
Development Bank's effor£ 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 result in a
potential surplus (due to the investmcat in agriculturai
research) by the year 2000. As a result of the increasing
preference for maize, the demand for sorghum/millet as a
food/heverage 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
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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 develor, 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. EHowever, this is likely to increase
to 55,000 MT by the turn of the century. 1In 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 andg,

hence, production by a comparable amount,

The second means of focd needs analysis focuses upon
caloric intake as a percentage of the FAO-set standard. 7 . 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 ena 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



Table 3t Domestic Per Copita Availebilitv of Food Crops. 1971 ~ 2000.

+ Cereals + Cther Food Crop
. Rice  Sarchus/  Other Al + Reots & Other Food + A}
jear ¢ Maize Weat Paddvy Killet  Grain brains ¢ Pulses  Tuders Dilsesds Sugar Vecotables Fruit .trnps Total ¢+ Food Crons
R * .
ISR e 93.4 13.8 .5 25.1 2.5 137.3 ¢+ 9.4 72.5 1.8 18.3 2h.4 28.4 164.8 ¢ J04.1
L3712 e 113.4 12.7 2.8 2. 2.8 157.0 ¢ 18.6 7o 2.3 -19.3 2.3 28.7 167.8 + 324.8
_3T13 4 102.1 10.6 2.8 23.8 2.5 141.8 ¢ 17.7 3.4 3.3 17.1 26.0 28.4 166.1 ¢ 307.9
AN ) 90.8 9.2 2.5 22.3 2.2 127.6 ¢ 15.4 3.0 1.3 21.4 24.8 21.9 144.7 ¢ 293.7
JCTNIS 4 s.! 10.3 7 2.3 21.0 2.0 130.7 ¢ 17.8 75.9 2.4 13.7 25.0 29.4 143.4 ¢+ 294.1
+ + . .
LIT3TE 4 112.0 16,2 2.7 4.3 2.4 15,3 ¢ 18.3 72.7 1.9 16.9 24.8 3.1 163.7 ¢ 315.2
.378/71 ¢ 1157 11.1 2.9 23.3 2.5 155.5 ¢+ 15,4 1.5 3.6 14.6 4.2 32.4 189.8 ¢ 318.3
ISTTIR ¢ 113.4 7.4 2.3 21.9 2.4 133.5 ¢ 13.8 71.8 1.3 16.7 2.3 32.4 . 145.5 ¢ 322.1
R T-IAL R 114.8 M) 2. 28.4 2.1 156.2 ¢ . 11.% 73.1 3.0 15.4 281 33.3 162.3 ¢ 318.9
.319/30 ¢ 59.4 2.0 2.0 20.2 2.2 131.8 ¢ 1.7 71.5 5.1 16.8 23.4 3.2 181.7 ¢ 293.3
+ + +
1350731 ¢ 83.6 9.2 2.3 2.e 2.4 125.2 + 1.7 8.4 7 5.4 18.3 287 3.3 131.0 ¢ 276.2
.931722 ¢+ 131.3 11.9 2.1 21.7 2.3 169.5 ¢ 15.9 45.8 8.3 13.58 23.7 2.4 159.1 ¢ 328.
.9E2/B3 ¢ 118.2 11.9 2.6 5.9 z.1 154.0 ¢ 13,2 §1.8 6.4 13.3 25.4 30.3 145.4 ¢ 300.4
2328353 ¢ 91.3 8.5 1.8 1.9 121.1 ¢ 7.5 . 538 3.9 12.8 15.2 29.0 123.9 ¢ 25,0
324785 4+ 18.7 2.8 1.4 1.2 100.5 ¢ 1.0 587 3.7 13.3 20.2 28.4 13,7 + 238.2
+ . ] +
2935/88 ¢ 1227 9.9 1.7 13.7 1.8 119.9 ¢+ 13.6 3.4 3.4 15,8 22.% 3.7 197.4 ¢ 297.3
.SEL/37 ¢ 123.7 10.4 2.0 13.4 1.9 151.7 + 14,8 7.8 5.5 15.2 22.3 3.4 147.0 ¢ 298.4
.237/88 ¢ 91.8 8.1 1.3 il.l 1.3 113.8 ¢+ 1.5 3.3 3.5 14.8 22.1 31.1 145.4 ¢ 259.2
.ZBE/EE ¢ 99.3 8.2 2.3 13.3 1.8 125.5 ¢ 11,1 37.1 3.3 14.5 21.9 30.8 -143.8 ¢ 269.3
_%59% ¢+ 8.0 8.7 2.5 13.4 1.4 124.2 ¢ 13.8 S6.7 5.5 1.1 2.8 30.3 142.3 » 268.3
+ + +
.990591 ¢ 95.7 2.5 3.0 13.3 1.5 122.1 ¢+ 13.5 35.4 3.5 13.8 2.4 -30.2 140.2 ¢ 262.3
39192 ¢+ 93.3 E.4 k| 13.2 1.5 i119.5 ¢ 13.5 S4.8 5.6 13.5 21,2 29.9 138.3 ¢ 257.8
J692/93 ¢ 92.2 8.2 3.1 13.1 I %) 118.1 ¢ 13.3 93.8 5.7 13.2 21.0 29.4 138.3 ¢ 2544 .
ML 90.% 8.0 3.2 131 1.5 116.7 ¢ 13.2 52.4 S.7 12.9 20.8 29.3 - 134.3 ¢ 251.0
158795 ¢ 82.8 1.9 3.2 13,0 L5 115.3 ¢ 13.0 51.5 5.8 12.6 29.8 2%.0 132.5 ¢ 20.7
+ ¢ +
LI95/9 ¢+ 81.7 7.8 3.2 12,9 1.5 113.0 ¢ 12.8 50.7 5.9 12.3 20.4 28.7 130.7 ¢ 3.7
LT ¢ 8s.9 1.1 3.1 12.8 1.4 111.9 ¢ 12.5 50.0 5.0 12.0 20.2 28.4 129.) ¢+ 241.1
ITF138 ¢ Ba. ¢t 1.5 3.2 172, T2 111.0 ¢ 12.3 49.3 8.2 ~ 1L.B 20.0 28.1 127.7 » 238.7
L9215 + £5.4 1.4 1.1 2 12.2 22,7 5.4 11.5 19.8 27.% 126,84 2355
IS29/2030 ¢ B3.0 7.3 3.1 2. . LD é 12.0 8.2 6.5 11.2 19.5 21.% 125.1 ¢ iy
Sources 1970 - 1987, Merced Data fros BOK/Mi: - : “-==~. S0K/Central Bureau of Statistics. USDA and FAD

1983 - 2000, USAID/Kenva Expectations beses ¢~ 2::vinus cata, isaleazatation of tae serizulbural research and extinsion progras and increased ie-talizer availability.

- 27 -
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prevail through the period, we find that per capita
avai;abilzties 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 6ther
food crops, witp per'capita availability decreasing from 166 Xg
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 19990, to

approximately 1390 in the vear 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 neérly 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
avetage of only 5% above the FAO standard. In fact, they were

below this standard during the 1983/85 drought period. oOur



Tsble 4: Fer Cacita Caloric Intate ot Food Creps. 1971 -- 2000,

+ Cereals + Other Food Croos
+ Rice Sorakunji  Other Al + Roots & Other Food ¢+ Al
Rar ¢ laize ¥hest Paddy Millet  Grain Erains + Pulses  Tulars Oilseads Suoar  Vesetables Fruit Crops Total + Food Cross
* *+ +
7 ) I 712, 103.95 4.8 175.0 18,5 1.082.4 ¢+ 1320.7 194,7 3.5 173.5 15.9 35.0 44,2 ¢ 1.70615
STUTY E77.4 95.1 7.9 194.2 18.8  1.215.1 ¢+ 173.3 194.9 50.4 188.2 13.9 35.4 £3C.1 ¢ 1.873.2
ST ¢ 7903 79.2 7.7 154.7 16.8 1.098.6 ¢  181.% 197.1 12.3 1%.8 15.7 353 8520 ¢ 1,7%.%
LTSI 4 7C1.3 68.9 4.4 174.6 14,7 984.0 ¢ 152.8 195.0 72.3 208.7 14.9 343 579.0 ¢ 1.661.0
IS ¢ 13500 7.2 2.8 162.8 13.2 1.012.2 ¢+ 143.8 261.1 57.9 133.8 13.1 36.2 808.8 ¢+  1.821.0
+ + +
LIS ¢ B3, 2 18.1 2.8 1£3.56 15.9  1.175.8 ¢+ 151.B 195.2 4.5 184.8 14.9 38.3 4056.8 ¢ 1.780.4
IT5TT 4 895.3 - R 2.1 181.1 16,6  1.203.8 ¢ 134.1 192.2 78.9 142.4 14,5 39.9 502.2 + 1.897.9
377178 ¢ 8772.8 71.3 2.3 215.9 16,0 1,205.9 ¢ 128.5 200.8 9.2 182.9 14,6 40.2 441.3 ¢ 1,845,2
57879 ¢ 623.4 4. 22.0 223.6 1.1 1,209.5 ¢ 106.2 196.3 109.8 150.2 18,3 4.1 417.8 ¢ 1.827.3
J3T9720 ¢ 769.0 3.9 20.0 1538.7 14,7 1.020.3 ¢ 179.0 152.¢ 111.B 181.9 1.2 9.9 529.8 ¢ 1,4630.1
¢4 + 3 ¢+
.720/8] ¢ L85.8 73.5 ¢ 231 170.8 15.8 908.9 ¢ 107.0 164.9 116.4 141.4 18.3 2.3 390.2 ¢ 1,359.1
2321532 ¢ 1.017.8 85.% 20.5 169.5 15,4 1311.1 ¢+ 148.1 179.4 142.5 132,86 18.3 40.2 §57.1 ¢ 1.968.2
.722/83 ¢ 914.% £8.7 15.7 154.2 13.7  1,i91.1 ¢ 123.0 185.9 140.3 18.7 12.9 37.4 509.1 ¢ 1,800.3
2320138 ¢ 52.8 83.7 17.% 7.1 12.§ 937.0 + 4.9 143.5 129.3 124.8 9.2 35.8 S12.6 + 1.449.8
.323/33 ¢+ 6€2.5 20.5 12.7 128.2 3.2 772.3 ¢ 102.5 137.¢8 124.3 117 12.2 35.3 Sh8.1 ¢ 1,343.4
+ + +
1335/ 4 §:9.5 n.2 17.1 106.5 12,2 1,159.3 ¢ 126.7 1568 i22.7 151.9 13.4 39.1 510.8 4 1.775.1
132487 4 §57.2 1.7 19.9 106.0 1.7 1.173.5 + 137.9 153.2 120.0 143.2 13.4 38.7 513.4 ¢ 1,785.9
.327/83 ¢ 7¢3.8 50.7 1.5 Bs. 1 9.8 £80.1 ¢ 134.7 13¢4.3 120.0 . 144.7 13.3 38.4 403.3 ¢ 1,485.3
1725/89 763.2 bb.4 22.3 1044 10,6 €72.4 ¢+ 1318 153.3 1293 141.2 13.2 38.0 397.3 ¢ 1.569.9
IR ¢+ 753.3 84.8 2.3 104.1 10.4 963.2 ¢ 128.5 152.3 120.9 137.8 13.0 37.%6 390.1 ¢ 1.553.3
+ + +
_B35191 4 740, 53.7 30.3 103.6 10.3 947.9 ¢ 127.0 149.4 123.7 238,86 12.9 37.2 582.8 + 1,330.7
2172 e 7221 62.5 30.9 102.% 10.t 9:8.4 + 125.3 146.7 122.7 131.3 12.9 36.8 375.0 ¢ 1.504.4
2383 ¢ nii 51.4 3.2 101.9 10.0 917.5 ¢ 124.1 143.9 123.8 128.3 12.7 36.3 589.9 ¢ 1,486.9
253394 4 763.8 80.2 3.4 10:.4 9.9 906.4 ¢ 122.7 140.8 125.4 125.3 12.5 36.1 363.0 ¢ 1,459.4
SRS ¢ BT £9.1 31.5 193.7 9.7 855.6 ¢+  121.5 138.2 127.2 122.6 12.4 35.7 337.7 ¢+ 1,453.3
+ ¢+ * ¢
WS35/3% ¢ g718.8 58.2 2.5 §9.8 9.5 B78.1 ¢+ §19.1 135.1 129.4 119.9 12.3 35.4 3521 ¢+ 1,430.1
I8 e £72.0 57.2 3.3 99.8 9.5 B59.7 ¢ 1146.8 134.2 132.2 117.2 12.2 35.0 547.4 ¢ 1.412.3
23398 ¢+ 0880 56.3 31.3 99.2 9.5 B52.8 ¢  115.0 132.5 135.3 146 12.0 33.7 SALLL ¢ 1,400.8
1393799 0+ psL.0 5.4 3.3 92.0 9.4 Bok.1 ¢ 113.2 130.9 139.2 112.1 11.9 3.3 S41.7 ¢ 1,397.8
SSITIZ000 857.¢ 345 .2 §9.3 9.3 B52.0 ¢ 1i1.7 129.3 183.4 109.6 11.8 34.0 539.8 + 1.391.8

Source: 1570 - 1987, Meroed Data fror S/ -
1988 - 2000, USAID/Xenya Ex.. .-

4

Su 1aus dats, isplecenta

oot Periculture, BOX/Central Rureau of Statistirs, USDA and FAD
tion of the acricultural research and extension program and ancreased fertilizer avafladility.
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Table 5: Total Calrric Consuantion and Caloric Surolus/Deficit. 1§71 — 209)

FAD FAD Security Caloric Caloric Istake
Dther Livstok Cther Total Critical  Allovance  Surplus/Deficit as a fercent of
Year Keats Nily Livstk Fish Y Fish Cereals Food Creps Calories Lisit {302) (Cai /Day) FAD Becurity Nora
19370/M1 54.8 127.6 25.2 B.5 287.2  1,042.% 848,2  1.953.8 1.5i7.0 1.588.7 285.1 17.1
19711172 82.9 135.4 29.8 5.3 58,6 1.215.1 638.1 2,127.8 1,517.0 1.668.7 459.1 127.%
1972/23 8i.2 135.0 7.3 5.3 21%.8  1.098.% 652.0  2,000.4 1,517.0 1.688.7 331.7 119.9
1973478 8l.2 122.0 5.8 5.0 3. 934.0 579.0 1,B97.9 1.517.0 1.48.7 229.2 113.7
1974775 Be.3 113.4 3.8 8.0 352.5 1,012,2 508.8 1,853.% 1.517.0 1.688.7 184.¢ 111.1
1973178 72.1 113.1 L8] 5.3 239.6  1.173.8 &06.3  2.020.2 1.517.0 1.888.7 351.8 121.1
97877 75.0 113.2 29.0 1.7 235.0  1.204.8 802,.2 2.032.0 1.517.0 1.668.7 353.3 121.8
1972/78 93.4 113.0 30.6 7.4 2317  1.208.9 841.3  2,082.9 1.517.0 1.688.7 - 419.2 123.1
1922779 91.¢ 11¢.3 2%.1 1.7 233,10 1,209.5 817.8  2,085.4 1,5i7.9 1,688.7 358.7 123.8
i977/E0 BS.3 97.9 2.5 8.3 222.4  1,020.3 622.8  1.872.% 1.517.0 1.688.7 203.9 112.2
19€6/81 B5.2 91.4 2.0 7.9 21%.0 9¢3.9 39%.2 1.7, 1.517.0 1.888.7 103.4 106.2
1551/82 2L, 9.7 <~ .2 1.8 218.8  1.11.1 §57.1  2,186.9 1.517.0 1,6¢8.7 318.2 131.1
17132/23 93.8 92.8 2.8 7.8 221.2  1,191.1 809.1  2,021.5 1.517.0 1.688.7 352.8 121.3
1583724 §1.6 82.2 25.3 1.5 207.5 937.0 S12.86 1.651.1 1,517.0 1,668.7 {11.8) §%.3
1584785 95.1 t3.0 25.9 1.2 176.2 7193 St4.1 - 1,539.6 1.512.0 1.668.7 {129.1) 92.3
1933/85 tb.b 81.4 18.1 7.5 173.8  1,159.3 810.8  1,933.7 | 1,517.0 1,688.7 275.0 118.3
1985/37 780 85.0 20.2 7.5 186.7  1,173.5 b13.4  1,973.8 1.517.0 1.668.7 304.9 118.3
1587/58 T B2.0 B85.4 2.3 7.6 157.3 £80.1 805.3  1,882.7 1,517.0 1,688.7 14.0 100.9
1983/59 83.0 85.9 2.6 1.6 193.1 972.4 397.5  1,78%.0 1.517.% 1.668.7 100.3 106.0
1563790 63.7 85.3 23.3 1.7 2030 953.2 590.1  1,758.3 1.517.0 1,858.7 87.6 105.2
1590791 0.6 B&.7 22.8 7.7 200.7 947.9 8.8 1,751.% 1.517.0 1.688.7 52.7 103.8
1991792 B2.3 87.1 22.4 7.7 197.% §28.4 375.0  1.704.0 1.517.0 1.648.7 35.3 102.1
1532493 8.1 B1.b 2.1 7.8 193.5 917.5 569.4  1.685.4 1,517,0 1,688.7 18,7 101.0
1933/54 79.9 88.0 2.8 1.8 197.4 706.4 563.0 1,865.9 1.517.0 1,£68.7 1.8) 99.9
1593/55 78.7 £6.3 21.3 1.8 198.4 B73.6 537.7  1,845.7 1.517.0 1.648.7 119.0) 98.9
1995/98 78.7 §2.3 20.9 1.9 194.4 873.1 552.1  1.828.5 1,517.9 1.658.7 (41,2} 971.4
1°%6/97 15.5 £9.3 20.6 7.9 153.4 Bs2.7 47,6 1.810,7 1,517.0 1.658.7 158.0) 96.5
1927753 748 89.8 20,3 8.9 192.4 852.4 o441 1,598.9 1,5i7.9 1,668.7 {69.8) 95.8
1533/99 1.3 50.2 20.0 B.0 191.5 £56.1 S41.7  1.389.3 1.517.0 1.688.7 79.4) 95.2
197972000 72.2 50.7 19.7 3.0 150.6 B52.9 539.8  1.532.% 1,517.0 1.648.7 Lk 94.8
Source: 1370 - 1387, Ferced Dats i “rtocletry of Roriculture, BOK/Central Bureay of Statistics, USDA and FAD

19€8 - 2000, USaTuikenya Expoccatiens tasad on previous data, imolezentation cf the agricultural research and extension progras and increased fertilizer availability.
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projections indicate that rapid population growth and a lagging
agricultural sector will cause this trend to continue, with per
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 achicve
its stated goal‘of focd 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
sourc2 of calories is rgot 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. fTable 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. 1In fact, the real cost :o 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, petroleunm, 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-ferm preliminary

balance of payments projections. They indicate that, for the



Tadle b:

{ost of Covering the ireductica Eap

L 4
L) * *
. Fond Surplus ibeficit) — G0 HT . Coot per Xi cif Zoebasa {U'S$) ¢ Cost of Cereal lagorts te Cover Doswstic Produrtise Bas 1000 DN8) +
. Rice  3orchue/  Dther ALl . Rice  Scrchusr  Other ¢ Rice Sorabua/ Other all +
Year ¢ Malre Wheat Pasdy Mmillst  Brain Brains ¢ Maite Phaat Paddy Klllet frain ¢ Maize | _TT13 Paddy Rillet brain brains +
v * * L 2
1370/71 ¢ [$3% )] 7 2 B 7 Unre NI 142,75 M5.57 111.49 112,80 ¢ (13,423) 1.044 11, 1573 800 (1,570 ¢
1570172 ¢ 128 9} S 735 11 29 ¢+ 113,10 142,23 315.97 111.60 112.80 ¢ 14,497 1,315 1,708 10,421 1.233 26,344 ¢
19721713 ¢ 8) 1)) S Po 8 &3 ¢ 113,10 142,23 3857 111,40 112.80 ¢ uwa (5.628) 1.4 8.887 1Y 4,838 ¢
1§73/7% ¢ (153} (&3) 1 s 3 usHe 112510 142,29 5.9 11,40 112.80 ¢ (18,459 .un 275 7,341 in 1. 17814
1574775 ¢ (1¢8) (53) 21 i (0) (e 10 182,25 8.3 111.40 112,80 ¢ 112,210} 1,734} (1} 5,713 (10 114,7403 ¢
(] L} + [}
1915178 ¢ 137 (63) L} 103 3 199 «  113.10 142,33 MW 111.8) 112,80 ¢ 15,348 (8,998) 1.260 i1,mn 03 20,189 ¢
1376/77 ¢ 15? {38) 7 164 7 269 ¢+ 113,10 142.25  315.97 111.40 112.80 ¢ 22,3% [| L} 2,389 11.649 782 8,075 ¢
1822176 ¢ 170 {£8) 2) 180 3 283 ¢ 11510 142,25 315.57  11).80 112.80 ¢ 12,200 112, 454) (700) 20.080 353 20,741 ¢
1978779 & 159 (113 [{}] 168 0 1 e 11310 142.25 315,97 111.49 112.30 ¢ 22,452 115,837 {1.386) 20,99 17 26,252 ¢
1579730 ¢ {38) tin ) &9 ] e 115,10 142,23 318,57 i11.40 112,00 ¢ {8,144} 118,5653) 2,133 1,709 132 1)0,689)¢
4+ 4+ 4+ L]
1380/81 ¢ 21 178) ) 103 3 (2301 112 1.5 Ly 111.60 112,89 ¢ 1.3 {10,883 11.2¢%) 11,677 ha 1 3 131,941
1901762 ¢ 551 (62) 110} 107 2 o82 ¢ 113.10 142,75 31557 111,80 112.80 ¢ $2.383 112,538) 13.038) 11,933 207 38.891 ¢
1962/63 ¢ 38 (1137 ua 7% [L}] 297 ¢« 113.10 142,25 31557 111,40 112,89 ¢ 0,178 11,910 13.929) 5.810 3995 17,333 ¢
1533/B4 ¢ 139 {133 un (e3) (8) (3811 113,10 142.25 hIER- 111,80 112.80 ¢ (11,260 (21,738} (5.470) 9,298} (507) 14862814
1904/65 ¢ (473) (232) 1231 22 {23) {7950+ 113,10 142,28 315,97 111.80 112,80 ¢ (33.7%3) 141,598) (8,771} 2,407 12,358) 1104,133)¢
L] 4+ 4+ L 4
1983/26 ¢ LM ] (15 22 ian un 41 ¢ 112,10 182.23 3557 111,69 112.60 ¢ 51,368 121.873) 17,078) 12,9700 11,280) 18,336 ¢
1385/87 ¢ 4t (152) 18 (29} tn 38 ¢+ 1310 142,23 313.97 111,60 112,80 ¢ 53,569 {23,011} 13,679) {2.860) 1,223 20,906 ¢
1537733 ¢ 218 (228) on m 22} {575+ }3.10 142,25 31597 111.W 112,60 ¢ 124, 203) 132,433} 19,783) 8,018 12,482) 711,117+
1933:39 ¢ [#.1] 1230 115 22) u 370+ 113,30 182,23 315,97 111.50 112.80 ¢+ (4,268} 32,672) 14,740} 12,434) 2,111 (44,3304
1535799 ¢ 162) 1255) [£)] {20) ) e8¢ 131D 112,25 315.97 111.80 112.80 ¢ 14,391} 136,240} 12,813) 12,270} (2.488) 130,760} ¢
+ . + +
19%/71 ¢ (114 (289) 2 (18} 2¢) wss)e 112,10 142,25 L%7 111.50 112,80 ¢ (12,874} 139,803 448 12,030} 12,7400 i56.603)¢
1991792 ¢ (1£6) (307) 3 un @n (Sig)e  113.10 142,25 315,97 111,40 112.80 ¢ (13,040 (43,619 ()] 1,925) 3,031} 16L,730)¢
1332/93 ¢ 1196) [$3¢1] 2 (1% (30) {570+ 113.10 182,25 315.57 11.80 112.69 ¢ 122,149} 1,13 19 11,732} 13,343 (74,209)¢
1953794 ¢ (228} (3:8) 2 (13} (33) (I 113,19 142,25 315.57 111.80 112,83 ¢ (23,330} 152,108) [} | (1.434) (3,471 82,2530+
1934755 ¢ (256) 1399} 1 un (38) (7¢he N300 142,25 315.97 i11.60 J112.60 ¢ 128,948} 156,789) 1% t1,200) 4,031 190,799)¢
+ ‘ + . [}
1995/986 ¢ 313 433 m (£]] (7] (795)¢  113.10 142,23 315,57 111.80 112.80 ¢+ (35,402} (61,618} 1182) £1,039) 14,384} (102,b181¢
1976497 ¢ 337) (A59) (84} s) 142) 357 113,10 122,23 315,57 111.80 112,80 ¢ €38.131) (64,772) 1932} iy 14,7a4) (1,115
1927/98 ¢ 259) (508) (5 [83] [£34) 3171+ 10 142,25 315.57 11180 112,80 ¢ 0.51M 172.219 (1,489} (103 5.163) (119,620)¢
1970/99 ¢ 378) 13501 n 5 (491} (€72 213,10 142,25 3i5.57 111.40 112.20 ¢ 142,508) 178,170) 12.143) 34 (3,5393) 127,97+
199972000 + (328 {252) (L) : 4 11,0330 113,10 152.23 315,57 111,40 112.30 ¢ 3,448 84,444) 12,39 1,290 $5,048) 35,30+
Source: Surplus/Deficit Calculated is Tadle 2 adeve.

{osts of 1aportation iroa USDA, *Buide tn Cueeertiel Saies® as nf July 17, 1987, Freloht coste fros Gult Port td Moabasa average $37.

81
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country to replenish its reserves to approxihately $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
foteign 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‘hi11ion, 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 requi: to
avoid a potentially-serious displacement of investment c=, 1
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: Preliainary Balance of Paysents Projections in Millions of U.S. Dallars

1986 1987 1968 1989 1930
IHFORTS 1.472,1 1,545.9 1.587.1 16366 1,793.9
EXPORTS 1,186.8 Pid.b 1.013.1 1,107.4 1.209.8
HERCHANDISE ACCOUNT : (285.3) (60].3; T {51 (349.6) (584.2)
Invisibles iNet) ,
povernaent brants 150.8 153.8 152.9 163.8 1757
Dthers 83,6 80.4 124.4 159.8 191.5
Total . 2144 234, t 4.3 323.5 347.2
CURRENT ACCOURT (70,9 {367.1) (279.8) (226.1) "'(2!7.0)
Capital (Net)
Governeent 16.0 283.6 9.4 20,0 19.6
INhers 130.3 0.5 36, 33.3 40.4
Total 146.3 3s2.1 150.5 73.3 60,1
trrors & Daicsions 5.9
OVERALL PALANCE 9.3 (5.0) (149.3) {152.8) {156.9)
FIHANCED BY:
Het Borrowing from lIiF (48,0) (110.3) . 188.5) (128.8) (156.9)
Other Repavacntes (fdd. Rog.) 6.0 0.0 0.0 {20.0) (44.9)
Change in Recarves f24.9) 115.3 (22.4) 142.%) {40.3)
Jther Liabilitiec 1.7
Additional Requiresents 0.0 0.0 260.3 338.3 343.8
RESERVE LEVEL 490,49 AYATY B 7 X $24.1 474.4

Source: GO
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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 scne
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
populationh 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. 1In
fact, in Kenya's traditioral 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's, a review of prices indicates that food aid haz not
distorted the demand for wheat commodities. This may be due to
the fact that such aid enters Xenya only on fully-costed terms,
and is not subsidized during the transformation process.

Together with domestic producticn, both fced 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

III.

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

million per year.

As a percentage of domestic production/consumption, we do
not expect sigrificant 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
néed to import increasing quantities of maize to satisfy the-

demand for both the food and feed industries.

A Review of the USAID/Kenva Food Assistance Program, 1980 - 1587

A. P.L., 480 Title I Overview

'USAID/Kenya nas had an on-going P.L. 480 Title I progran
since 1980. As summarized in the following table, during the
1980 - 1987 period, A.I.D. has provided an estimated 590,600 MY
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.

l. 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 tables, greatly redpced the domestic
food availabilities, While the documentation is
incomplete, the Government recognized the severity of the
shortfall 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-rzalief
efforts continued over a two year period during which
A.I.D. delivered 60,800 MT of wheat, 10,000 MT cf 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 mcving ti.=
commodities and satisfying domestic U.S. producer
interests. It was also during this phacse that the two
Governmenﬁs agreed on port access rights, We believe that
these two factors vaused responsible Government of Kenya
officials to perceive the Title I program as one that

primarily benefitted the American farmer, and which served



Table 8: R Susaarv of the P.L. 420 Title ) Froaras, 1980 - 1987

+
+ Value of
Comeadity (HT) ¢+ Title [
Date of ¢+ Prooras
Year Sioning Tescrioticn Bheat Rice Maize Total ¢ (00D YS3) Self-Help Neasgres
1389 03/04/80 Basic Aareesent 40.8%0 49,800 ¢ 6,900 1. Broaden mandate of 60K trop reporting
US/15720 Accrdaent 20,000 10,005 20,500 50,500 + 10,009 2. Suoport food crop research
¢ 3. Uparade extension service
+ . laprove availability of saadlholder credit
1381 12131780 Basic_hareeaant 69,200 89,200 ¢ 1,090 5. Maintenance fund for fara-to-sarket road projucts.
03/22/31 As2erdeent 40,200 43,200 ¢+ 3.¢00 b. Suppert Eoil Conservation prograas
’ ¢ 1. Provide tunding te the fura) Developsent Fund.
+
1982 08/03/82 Pasic Poreement 70,000 13,000 85,000 ¢ 13,500 1. Seecial Account
+ 2. I=nlesent operational refcras of NCPB
+ 3. Loatinue to write off debt of NCPB
+ 4. Prepare and adopt polities for grain security progran
+
1783 10729732 Basic ﬂq;erlenl 71,000 12.900 86,000 ¢+ 15.000 1. Special Account
+ 2. leplesent operationa) reforss of NCPB
+ 3. Continue to write off debd of NCPB
+ A. Frepire and adopt policies fur qrain - secority prograa
+ 3. Introduce freer aoveaert of graia
+
1984 08/24/3% Easic haressent 35,000 35.000 ¢+ 3.000 1. Privatization 1n 1955
. + . 2. Drought Response Systes
¢ 3. Spezial Account
+
1925 07/16/85 Basic Pgreeaent 46,000 55,000 + 10.000 I. Frivatization - DHer ful] amoent to private nillers
+ 2. Feod Erain Sitwation and Dutlook Reporting
¢ 3. keport on Brain Reforss (lspleasatation of Booker Report)
. A. Special hccount and Ceposits
+
1986 01/18/85 Basic Aarasment 35,000 11,000 6L,000 ¢ 39,000 1. Title 1 Procras Coordination by 60K
+ 2. Full Frivatization of Title ] Comsoditiug
¢ 3. Food Erain Situation and Dul)ook Reportiag
. 4. Special Account and Deposits '
¢
1987 08/29/87 Basic Aareceent 31.7% 51,900 + 8,006 1. Full Frivatization of A.1.D. and Coasercial 1sports
+ 2. Terss of Reference for Feasidility Stedv of Direct M1ler leportation
+ 3. Docestic Grain Marketing Refore (- .- vt -2unced)
+ 4. Food brain Sitoation ang Gutlnz: hesorting
+ S. Food Aid Coordination 160:. and Lonurs)
*
*
Total 3o 21,020 129,300 90,600 « 95,900
*

ve
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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 .2ttention to the Agreement, and did nqt 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 prograh,.levels were maintained at the

$15«l7 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 T Program into the
USAID/Kenya Agricultural Strategy. Specifically,
USAID/Renya decided that we needed %o tighten up both the

design and implementation of the individual Title 1
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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 portfoiio
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 thne Gerrnment'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 $5 million, but dia agree to implement the reform under
the FY 1985 Program. As promised, in FY 1985 the
Government attempted to implement the measure, but
;nexperience with the necessary bidding procedures meant
that only 15% was distrlbuted 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 Miniégry of Agriculture, and the
Ministry of Finance have been convinced that the |
privatization measure results in considerabie economic ang
financial savings to Government while permitting the
Government ﬁo retain sufficient monitoring control over

the food supply to avoid any shortfalls or speculation,

As a result of these conclusions regarding pri+ “-a
marketing, the Government has agreed to study the
feasibility of permitting the import privatization program
to expand to its logical nex£ 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 vear, conducted during 1968/89 andg
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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
commodities, during the FY 1987 program. The Government
has also indicated that it woulé be willing to privatize
wheat supplied by other donors if these conditions could
be incorporated within the respective bilateral
agreements. (This willingness by Government %o expand-the
privatizatfon program was one of the factors which lecd to
the development of the FY 1987 Self-Help Measure on Dcror

Coordination).

b. Domestic Market Reform

A closely related, though indirect, consequence of
‘the privatization program was that the demonstration of
sufficient monitoring control cf the food supply at a

reduced cost to Covernment has led to a renewed effort to
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reform domestic market policies. 1In 1983, the Government
had initiated efforts to reform the domestic market
structure, i.e. replace the monopsonistic bosition of the
National Cereals and Produce Board (NCPB) with a

- competitive system with the Government (in the form of
NCPB) as a buyer/seller ofllast resort. However, tl- .2
efforts were overtaken by the drought of 1984, whichv
greatly distorted the market. fn 1986,'becau§e.the
domestic market developed a surplus and the Title I
privatization program carried a demonstration effect, the
Goverrment 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 expecéed 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 USAID ‘Xenya of the policy decisions. Once
these decisions are made by the Government, we intend to
use future year programs to support and reinforce 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—fola.
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 informaﬁion 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 laék 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'recu:rent cost
financing.has also impeded the ability of the Ministry of
Aériculture to collect as much information as would bé

desired,

Finally, the third ‘and most significant issue is one
of attitude. Traditicnally, Kenyan officials nave
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 éollection 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 resperititle
positions, such attitudes are beginning to change anc e
quality of the reporting has improved.) We believe that
basic market information is essential to the development

f 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

repcrting capability becauce 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 process since the inception of the program in
1980. The Gevernment 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 fepayment is made. On many occasions,
A.I.D. has described the high degree of concessionality in
the program, but to little avail. 7o complicate the
programming issue, the Government has been sericusly
engaged in a budget rationalization program that s
intended to reduce the proliferation of projects z:nd to
ensure that there is sufficient financing for on-going,

high-pricrity 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, thc two
Governmengs would program these resources for activi:ies
which were considered by both parties'to be of high
developmentel priority. Table 9 presents a summary of the
‘activities for which Title 1 genératfons have been
programmed in the 1987/83 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
enerxgy, soil conservation and the District Development
Fund, which are believed important to Kenya's long-term
growth and development but which canrot be fully funded
for léck 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 ti
develnpmental impact of these uses. Such reporting :rnould

be provided by the GOK in the Annual Self Help Report.



rtable y: Sumsary or litle ] tounterpart Funds Froorglled in the vevelopaent Budget 1987/88

fisount Frograeeed 1n
Letters of Mareesent

Yote Hinistry bub-Vote Head (h Founds)
Fr 1984 P.L. 480 litie | rrograa
Payaacter beneral nccount No, 115
b-1v Support of Nationa) sericultural Y B0 14445,000
Resparch Program (Ministry of :
Aariculture) .
=1y Soil Conservation - Machinery 103 47 1,400,000
Rehabilitation (Ministry ot
Agricultures
b-b District Gevelopaent Fund (Ministry 155,593
of Flanning ¥ Hatignal Developaent)
Fy 1965 P.L. 480 Title I Froaras
Fayraster Genorat fAccounl No. 12§
9-30 Rencrahle Eneray pevelcpaent 301 430 §.620,000
{Hinistry of Energy and Regions)
Developzent)
b-1 Egerton Universit College in support AN 3,000,000
of 1ONT and Aor. lanagerent Frojects
iBiristry of Education, Scicnce &
Technology)
b-b vistrict Developaent Fund (Hinistry 2,023,000

of Flanning % Hational DGevelopsent;
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A related issue is the ﬁimely depoéit of cocunterpart
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 fo; all Title I countarpart
arrearages. USAID/Kenya is currentlf wofking with both
Treasury and NCPB to assure that all outstanding sums are

deposited in a timely £ashion.

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 Developr -t
Office. The decision to place the design of the prc: am
within the Agriculture Office ensures that the propos«d
selfi-help measures are consistent with the Mission's
on-going policy dialogue and enahle behter 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 benchizrks
to assess the Government'é performance in the agreed-on
self-help measures. We have also developed a fracking 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 orienﬁed, including on-going

discuscsions and policy dialogue.

A sccond factor which has contributed to the improved
performance of recent years ls the reneved commitment by
both AID/W and the Mission to proaram food as a
developmental resource, Mission management has resolived
tc ask and expect continued inmprovement in Governiveni
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 performanqe. 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 repcrted
because of ineffective communication within Government
and/or the unwillingness of the GOK to appear to be

"answering to" the U.S. Government.

Project Fend Assistance Overview

Project Food Assistance (P;L. 480 Title II, Sectien

201-Regular and Section 202-Fmergency 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 gaction 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). 1Its
Kenya program bégan in 1965. By 1980, CRS/Kenya had
negotiated a separate Country Agreement with the
Governmnent of Kehya and was sponsoring distributiens 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 traditio:
Maternal and Child Health (MCH) center approach chiefly
sponsored by private Cathelic missions ard dioceses
throughout Kenya. 1In 1981, CRS/Kenya had nearly 100,000
fecipients registered in over 140 centers. Monthly

voluntary recipient contributicns (fecs) 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 seséions, and to support
the Growth Surveillance Syétem (GSS). CRS/Kenya also
targeted nutritionally substandard children though:its
Oother 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 ass}st
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
hothing more than wel are feeding with little or no
developmental impact. CRS/Kenya agreed and submitted a

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, pafticularly 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
fo defray the logistics costs of moving additional focd
commodities to the Turkana region and to othe; hard hit
areas in the northern Eastern Pfovince.. Because of the
drought, the OCF and PSCF Programs were retained and used

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

A major review/audit of the CRS/Kenya program-took
place in June of FY 1982, The review was to determine the
effectiveness of the CR3/Kenya P.L. 430 program
implementation and management and to verify compliance
with P.L., 480 laws and requlations. 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 ;n 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 exercice
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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 it tc meet the costs

of retargeting to the harder to reach areas of Kenya.

Due ;o another severe drought in 1984, CRS/Kenya
nearly doubled its Title IT program. An additional
consignment of commodities was approvéd for a Nutrition
Supplement program to increase the food ration given to
recipients in various CRS/Kenya progéams. Focus on the
drought also caused a hiatus in CRS/Kenya's retargeting
plans and, once again, a phase~out of thne OCF and PSCF
Programs. By the second quarter of 1985, food conditions
in Kenya vwere better and CRS terminated its drought

assistance prodram.

As a result of serious allegations brought against
catholic Relief services Headquarters in New York,'in late
1985, CRS/Kenya wvao chosen as one of two country Pprograms
worldwide to be audited by the Inspector General of
USAID. The financial and compliance audit rendered t’
following conclusions about the CRS/Xenya P.L. 480 Ti. =2
5I Program: that CRS/Kenya denied food assistance tc
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 programé worldwide that
recipient contributions would no longer be collected at
the country program level. 'Inétead,.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 decisicn in 1986/87 to
phase-down its P.L. 4860 Title II program, concentrating
instead on community developnent projects which generally

would not include a food compcnent.

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
commoditices, 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. 1In early FY 1987, CRS/Kenya
phased-out the OCF and FSCF 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 iﬁ 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 efrects on educational standards of
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poverty and under-nutrition in the arid and semi-arid
areas of Kenya. 1In these areas, population is sparse and
the number of nomadic and semi-nomaéic 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 ratas
of school enrollment and attenéance,'ana td improve the
nutritional status of the primary and pre-séhool 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 scﬁoolchildren; by reducing
the cost of to the parents of sending a child to school
throuch provision cf a freé méal éverjday, and by
increasfng 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 K. .ya
and swapped for local maize and beans., During each tn:ce
year phase, the project level has becn approximately

50,000 metric tons of wheat,
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3. Emergency Bilateral Prcgrams 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. 1In 1981, CRS/Kenya requested and receiv. :
additionai Title II food commodities to feed 30,000
drought victims in Turkaﬁa. This emergency feedihg took
place primarily at MCH Centers. USAID also dohated'
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 Authorizaticns 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 implemented oy
the Government's Office of the President through
Provincial and District Administrations. Another 20, )
metric toné 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 requife 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 1983 1984 1985 1936 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 ITI to Kenva

(metric tons)

'!__l

1980 1981 1982 1983 1984 1985 1286

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. Ccomments/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 cooberating sponsor and, in general, fully
responsible for the operatipn of the érogram. In Kenyé,
Catholic Relief Services has dominated the Title II scené,
as it has for most of Africa during the past twenty
years., Except for isolated programs ;mplemented 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 reso. 2
with developmental potential, Included in this evolv,.
éolicy was the Title II program. New and revised policy
guidelines to promote Letter 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 deveiopmental uée 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 anad

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 operaticnal plan guidelines proposed by
AID/Washington. As part of & major program fedesign
effort, CRS/Kenya revised its development objectives to
include more emphasis on agricultural produvuction, soil
conservation, and overall food security. Currently, CRS'
proposed Title II Operational Plan for 1988-90 reflects an
attempt to addrecss these concerns, although in a program.
of smaller proportions. At the same time, by the addition
of a Title II £ood resources component cther U.S. volcis
in Kenya have come forth with their own innovative ic 3
to promote food security. Examples include CARE's
revolving rural community food bank/buffer stock procosal,
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 operatc
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 flexible in its interpretation of éosts directly
attributable to project food aid will be important in
deciding whether or not volags will be able and wiliing to
undertake Title TI programs with increased developmental
impact in Kenya. _Certainly an interest in undertaking

such projects here exists among the volags.

USAID/Kenya Foond Assistance Development Strateay Statement

A, Introduction/Objectives

During the past few years, USAID/Kenya has developed
number of sectoral strategies which fall within, but provide
greater detail thaa does the current Country Development
Strategy Statement. Food Assistance is a resourcs2, just as
Development Assistance and Economic Support Funds are

resources, rather than a sector to be addreszed.
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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 ggals include: (1) food security throuagh
gself-reliance defined as the country's ability to assure an
adequate level 6f food consumption to ali sectors 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 abso£b 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 éecurity at the national level thiough the
importation of food commodities for which there are
insufficient levels from domestic or commercial importation
sources; (2) encourage and promote efficient market develo., =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
cpmmodities;.(S) permit the Government to design and impl: - nt
policy and invéstment decisions, through the use of Self-i "2
Measures, in order to strengthen the foundation for economic
growth and food security; and (6) permit thrqugh 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 healilth sector which will result in

growth in productivity, employment and long-term fond 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 extent
possible, food aid resources should be integrated with “hozar of
development assistance and economic support funds to ensu.

that all rescurces contribute effectivelv to these objectives,
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B. specific gtrategy Elements

The food assistance development program has two elements
or program mechanisms which may be employed in pursuit of the
objectives discussed above. The first of these is what we have
termed the ngtructural adjustment element®™ of the food
assistance development stpategy and may consist of either Title
1, Title III, Title II (section 206), Food'for pProgress Or éome
combination of these individual pngrams. The second strateg&
element is that of pProject Food Assistancé (Regular or

Emergercy Title 1I Programs Or gection 416).

l. p.L. 480 structural pajustment Program

a. Selection of Prodram (Type and Level)

When one considers the strategy of the structural
Adjustment Program, it is necessary also to considet food
import requirements; the effectiveness of the structural
program in achieving policy reform; the ability to
integrate the program (both policy reforms and use
counterpart) with the other elements of USAID/Kenya'.
portfolio; expected counterpart requirements in the years
to come; and the availability of an appropriate commodity
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 for food commodities, particularly
for wheat. Currently, it is estimated by both Government
and USAID/Kenya officials that the cereal import bill will
appro;ch $60 million in 1990, and increase to as much as
$135 milliﬁn 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 baéis for long-term food security.
The Government of Kenya fully appreciates the implications
of this long-term trend. Thus, during the FPY 1987
negotiations of the Title I Program, the GOX requested
USAID/Kenya to explore means to: (1) restore the
structural programs to the level to those of the ea:.:
1980s, i.e. éventually $15-20 million; (2) to attemp. :o
convert the program from a concessional loan to a gr:...;
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 orn a regular basis are WFP (annual
shipments Bf 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 coﬁtribute 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: .
improvements in the past four years. 1In particular, it
wags 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-cver of this movemen: of domestic markets;
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and that the Government had agreed to jointiy 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 Government 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 developmant
investment levels and impediments @iscussed 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 :4
levels would provide a relatively greater incentivie or
improved GOK performance, we note the difficulty iy
integrating the Title I program with our development
acssistance 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, an the multi-year programming of
counterpart generafed in order to complement the dollar
.resources of our program. USAID strongly believes tha:
such an integqrated program would enable the food
assistance program to increase its developmental impact,
while helping to reduce the appareﬁtly sﬁaggering need fof

additional food resources during the 1990s,

The preferred option is ﬁhe Section 206 Program, with
an annual value of $15-20 million. Such a level shouid
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 acssure the
Government of Kenya of A.I.D.'s commitment; (2)
grant-financed, to allow the programming of counterpa: - 3s
part of the sub-sectnral program; (3) amenable to
appropriate velf-Help Measures, performance-hased and
integrated with other developmental investments as a
condition to subseguent 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 IIX
program. This would also be multi-year, and would
incorporate a loan-forgiveness feature when prdceeds
and/or commodities are used for agreed-upon development
purposes. Such a prngram would be less favored by Kenya,
due to the fact that the GOK wonld pay ocean transport
costs. Also, it would be less attractive to A.I.D., due
to the extensive program management requirements. i
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 severc.

The final option is that of Title I, complementes DY
Food for Progress as an incentive for good performance.
It is our bpinion, however, that given the Kenyan
situation and the past performance of the Title I Progran,
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 impac; of a program they must
be responsibly addressed through appropriate project or
program assictance. By its very nature, food assistance
provides a unique opportunity to engage in constru;tive
policy dialogue. The primarvy objective of the food
assistance development strateqy is food security, both in
the short and long term. This concept incorporates not
only food availability but also the ecoromic concerns of
employment and income ganeration 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 ar

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 requlated agricultural markets. The
regulation of these markets (both input and output) in
terms of pfice and movement controls on grain assures .'n
inefficient market. This translates into: (1) redional
food surpluses and deficits; (2) inaccurate price
param;ters used by producsrs/consumers in an effort to
maximize their utility, thus reducing household, regional
and national productivity and welfare; (3) disincentives
to private sector investment, with a resulting impact on
emplcyment and incomes; (4) a significant'economic énd
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. m,
the significant impact of the Title I Program to dati ., and
the expressed interest by Government in encouraging the
develcopment 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 deéired
developmental impact. Therefore, it is important that as
the grain marketing reforms evolve, the Government take
the initiative, while USAID/Kenya should play a suppcrtive
role. Equally important, however, is the necessity of
candid dialogue among the Mission, the Government, and the
DCC. Por the Mission to undertake a performance-based
Structural Adjustment Program centered on food assistance
will require an increased flexibility.and support from the
DCC. 1In order that the Structural Adjustment Program may
be effectively utilized as an encoﬁragement for Government
to undertake the appropriate reforms, the Mission must 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 flexikility levels and
call-foward datés.) Such an approach also will fequ’le 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 ouvr 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 Renya'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 zid permits an effective avenue for
policy discussions/reforms. It should also be notéé 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 ari. »s
with the programming and release of counterpart.fund
While it is not our intention to iimit 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, USAID/Xenya intends to
actively participate in the programming of local currency
generations, with an emphasis on integrating P.L. 4%9
resources with non-food assistance resources to better
achieve our spécific program and policy'objecti§es, and -9
enhance the developmental impact of all external

resources. Thus, it is Mission pelicy 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 that that USAID
development assistance-funded projects are adequateiy

supported by the Government's contribution;

Program the remaining monies to activities which are
understood by both Governments to be of hich

priority, but which would otherwise not be funded;

Program, to the extent possible, mcnies in support of
private sector expansion and activities implemented -

by PVOs;

Systematically monitor the Government's total bus ot
to ensure that the local currency gencrated 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 (guarterly) progress and financial
reports, includi;g 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
Developnent Prog}am. To the extent that Government
reforms merit assistanc= 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.q.
Agriculturél Research, agricultural Education, the
‘expanded immunizationvprogram, rural access roads, et

Table 10 sets forth Mission plans in greater detail.
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+ + 4+ + * 4 *
Healith Intcraation Svstess Uit ¢ 890,000 ¢ 100,000 ¢ 100,000 + V¢ 0+ 0+  BM.000 m
+ + 4+ * 4 + ¢+
Ezpinded Froaras on Iaaunizations + 100,000 ¢ 100,000 ¢ 100,00y + 100,000 ¢ 199,000 ¢+ 100,000 4 600,100 .M
+ + + + + . +
Un-tare brain Sterage + 45,000 + 0¢ ve V¢ Ve v+ 43,000 A5R
+ + + v + + +
tollege of Insurance + vt V¢ v+ 1,250,000 ¢ 0¢ Ve 1,250,000 PRI
+ * + + + L 3 +
rurat Frivate Enterprise - Cosputer + 2,500 + Ve 0 e 0+ 0t L X 2.500 PRI
+ + ¢ + ¢+ + +
Jua Raiz Loan Scheae + v 3,125,000 ¢ 0 ¢ X 0+ ¢+ 3,125,000 PRI
+ + . + + + +
vevelopsent Finance and Co. of heava + 0+ 3,000,000 ¢ 0 ¢ 0 ¢ 04 V¢ 3,000,000 R}
4 + + 4+ + + +
Lensortius Fehadilitation + 30,000 ¢ 0 v e 0+ V¢ 6+ 750,000 FRI
¢ . * + + + +
keava Saall Iraders Socisty + Ve 04+ 1,875,000 ¢ Do 0 ¢ 0+ 1,875,000 PRI
. + + + + + + +
kural wceess koads + v 1562.500 ¢ 1,882,500 ¢ 1,382,309 ¢ 1,562,500 + 6+ §,250,0% FROS
+ + + 4 4 + +
bovernsent Iraining Institute, Hoabasa + 281,250 ¢ 0 0« V¢ vt ¢+ 281,2% ko
+ + + I + . +
Fental Units in Saall Towns ¢+ 1,800,000 ¢ 0 0+ U ¢ 0+ ¥+ 1,800,000 RIUDO
4 + ¢+ L} + " L ] ¢ .
Lecal Government Training at Fosbasa ¢ 2,500 + 0+ 0 ¢ v V¢ o+ 312,540 RRUGO
4 + + + ¢ L ] +
Local Boverneent Training at Kenya Inst. of admin.+ 125,000 + b V¢ 0 0¢ 0+ 125,600 RRUILO
+ + * 4+ + + ¢+
Uso1a I L 1M Community Services + V¢ 1,875,000 ¢ 0+ Ve 0 0 ¢ 1.B75.000 -RHUDD
+ + . + + + +
Yeorading Squater Settlesents + Ve 2,500,000 ¢ 0 0 0 0 ¢ 2,500,000 RHUDO
4 * + + + L ) +
uistrict Housing tor Civii Servants ¢ 1.375,000 ¢ 0 Ve X 0 0+ |.878.000 RUU0D
¢ + ¢ * [} + +
Kusan Ficsocrees Iraining . Ve TG S e SN0 ¢ SENO00 6 Z0B.000 4 2,500,000 1)
+ . + + + v +
4 : * 4+ + 4+ L} + :
Total v 5,241,250 ¢ 20.300.':10_0 + 22,231,500 + 28,162,500 ¢ 27,182

506 + 19,652,500 4123, 706,250
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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 "icwed as
humanitarién aild, primarily to alleviaté hunger an
malnutrition. However, P.L. 480 also allows Title IT
commodities to be used to promote economic and community
development in developing.countries. Over the lgst few
Years, AID and cooperating sponsors (PVOs, cooperatives,
etc.,) have begun té6 emphasize the use of project food
assistance in ways that will micigate hunger ang
under-nourishment but also enhance overall develcpment
impact. This has particular relevance to programs in
Africa, where reductions in development assistance and
economic suéport funds are taking place and USAID Missions
are searching for ways to use existing resources more
effectively. Some examples of these uses include dronught
preparedness, food security, and child survival

9

programs,

GAO Report, "Food aid - Improving Economic and Markel:

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

In order for the Mission to consider the programming
and possible integration of P.L. 480 project food aid
resources in its overall development assistance portfolio,
and within the current p.L. 480 policies andlguidelines of
AID, a comprehensive ncrant 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
in critical emergencies, such as drought and other
national disasters, that cause acute shortages of local
food and may lead to famine or serious problems of hunger

among members of the local population".2

In this connection, USAID acknowledges the central
role played by U.S. registered cocperating sponsors (PVOs,
cooperatives, etc.) in project food assistance
programming. We will give active support to those w*.ich
follow closely the priority criteria presented in t:
Mission Crant Food Aid Rationale. Of central import cé

is evidence that the cooperating sponsor(s) has

USAID Kenya P.L. 480 Grant Focd AID Rationale. 2/13/87.
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demonstrated a firm commitment to and alignment with the
precepts and sectoral goals émphasized in the GOKfs
sessional Paper NO. 1 of 1986, "Economic Management for
Renewed Growth", as well as to USAID's Country Development
strategy Statement (CcDSS) - 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,
positive developmental impact in Kenya. Programs which
concentrate on the alleviation of hunger and malnutrition
(such as HMaternal child Health), or on diarrheal diseases
and immunizations (such as child survival Programs) will,
of necessity, require additional technical screening
before approval. However, all food assisted programs,
whether Food for Work, rural public works or health arnd
nutrition, will share certain priority criteria for
eventual selection. Favored will be innovative projec
food assistance programs tEat give evidence of a cleal
demonstrated need; provide assurances that the food
assistance.will not promote substantial disincentives (or
dependencies) to domestic marketing or production; show
evidence that the GOK pistrict Development committee(s)

and central government have approved the intervention;



- 69 -

include an evaluation plan capable of measuring intended
development benefits; and prbvide 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 Kenva

USAID will endorse P.L. 480 regqular project food
assistance interventions that have a long-term deveiopment
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-éroduction, an
inefficient marketing supply’ system, and/or gensral lack
of resources (natural, human, infrastructurai, etc.) that
results in hunger &and malnutrition. Such food dssistance
must be consistent with the Mission Agricultural Cector
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 ass?stance also may
provide an added incentive for mothers to bring their
vulnerable children under five to immunization centers,
and/or supply a vital nutrition 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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Implementation of the USAID/Kenya Food Assistance Development

Progranm

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
prodrams, in preference to a proliferation'of short-term
projects that attempt to solve all problems, Secondly,
emphasis is on activities that will makimize development
impact, 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 tr -~
development activities of other donors. Finally, effo;ts will
be made to fully integrate all available assistance ir .truments
which support USAID/Kenya's development strategy and the

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

Development Assistance.
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B. Management‘Implications of the Strategy

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
Mission food aid management organization. AS suggested in this
Strategy, managing a food assistance portfolio will require
establishing an adequate but streamlined working system that
stresses full coordination and c00pefation among all concerned
_parties. The approach that is presented belqw satisfies, at
the operational field level, the principal'concepts drawn-up
and approved by the'1987 AID Working Group on the Future
Management of rood 2id Resources. These included:.l)
allocating and programming food aid resoﬁrces; 2) idehtifying
and designing projects; 3) managing field operations

(implementation)} and 4) managing constituent relations.

1, st¢ructural adjustment Progran (section 205, mitle III, OF

Title 1)

In order to achieve the expected long and short-term
developmental benefits, there is general agreement that the
Mission nececs effcctive management of the food assisted
structural adjustment program. Food aid responsibilities in

this program range from policy dialogue; through program
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analysis, design, and negotiation; to implementation,
monitoring, reporting and evaluation. Pigure 1 shows the

Mission management system envisioned:

The USAID Director and/or Deputy Director (or designee)
will be meﬁbers of the P.L. 480 Structural Adjustment
Program Review Committee. WNormally, they will take the
lead in representing the Missioa's (Country Team's)
structural adjustﬁent 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 te
ensure program momentum and eventual success. AS needed,
the Director and/or Deputy Director will assist in program

negotiations with the Goverrment,

As principal USAID Officer for the food aid portfolio, the
Mission Food for Peace Officer, Human Resources
Develcpment Division, will be responsible for coordinzating
the overall management of the food assistance structural
adjustment program. The FFPO will chair a P.L. 480
StructuralAAdjustment Program Review Committee, to be
comprised cf Mission personn2l working on various
components of the program. The FFPO will have direct

responcikilities 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 poli¢y dialogue, design, analysis, negotiation

and evaluation/assessment of the program.

The Missich Agricultural Economist, Agriculture Division,
will have direct responsibilities for}structural
adjustment policy d!:logue with the Government's technical
ministries_and parastatals, as well as concerned private
sectof entities; program design and negotiation with the
Governmer.t and other parties; regular.analysis of national
focd needs (FNA) and disincentives (Bellmon
Determination); assisting in the programming of local
currency gererations in the Food and Agriculture Sector;
and implementing program evaluation and assessments. The
Adgricultural Economist sits on the Program Review

Committee, and ansvers to the chairperson or designate.

The Mission Prdgram 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 Prmgram Review Committee, the Program
Officer will review ané advise on program volicy issues
and answer to the chairperson or designate, He/she also
will be directly responsible for coordinating any

evaluation/assessment of the progran.
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- Other Mission technical divisions will be directly
responsible for the use of program-generated local
currencies allocated to line prpjects/activities in their
particular sectors. Technical Divisions also may be
involved in any evaluation/assessment of the program. 1In
these tasks, technical division staff will rebort to tle

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;Ehe Program'

Review Committee.

2, Project Food Assisctance (Title II, Section 20l-Requiar,

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
fcod-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 system envisioned 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, critiqué-and':espond
to project food aid proposals (operational plans)
submitted to USAID/Renya by PVOs, cooperatives or the

GOK. Finai endorsement of proposals by the Project Review
Committee (with the Director and/or Deputy Directqr 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, ope}aéional plans,
AERs, commodity selection/ration mix, design assistance,
GOK and AID/W liaison, interpretation of regqulations,
accountability, monitoring, reporting, evaluation/

assessment, e:c.

The Project Development Officer will sit on the Revi. =
Committee and will be responsible for assisting in tie
review of project food aid proposals. This offiéer 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-benefiﬁ analyses, and 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 tecé¢hnical divisions, as well as & REDSO Food
for Peace Officer, will be invited to the Review Committee
as needed, 1In this conrection, it is envisioned that a
Population.and Health Division representative will be
required cn issues concerning Child Survival Plans, and

other health-related components.

Ffood Monitor: We foresee the need for a PSC food monitor,
particularly if USAID/Kenya approves two or nore proje
food aid programs. The food monitor will spend
approximately 50 percent of his/her time in the field,
monitoring and reporting on food commcdity usage,
accountability, and assessing how well such programs meet

specific and measurable targets/goals,
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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. ofricers (agricultural
economist, food monitor, nutritionist, etc.) goes a leng way
towards enhancing the closé 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 seéurity,

storage and transport.
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Annex A

A Possible Mix of Food Assistance Programs

A. concessional Assistance

l. Title I, Ssection 101

Title I seeks to provide long-term credit at low interest
to friendly countries to assist in financing specific commodity
imports - usually food - from the U.S. The program is designed
to augment the net supply of food in a country, which is to be
marketed through private commercial channels. 1n this way, the
program also promotes long term cqmmercial trading

relationships between the U.S. and the recipient country.

Title I programs are negotiated between the U.S. and
friendly countries on an annual basis. pitle I agreements
authorize commercial sales transactions betwveen the importing
country and a U.S. commercial supplier. THe cce (commodity
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

.commodities shipped on U.S5. = as opposed to foreign - vessels.
Except in extraordinary circumstances, the remaining costs of

ocean freight are paid for by the importing country.



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 érograms are two percent during the grace period,
and ‘three percent thereafter.1 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 not need to be paid back in U.S. dollars.
CUP paymernts 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” calculations were used to determine these "§o£tnesr“
percentages. By taking into account the interest rate,
maturity and grace period, a discounted "present value metl;.a"
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 lcan 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 elemert,



These payments are usually made within the first year
after the signing of the agreement, and are generally used
to meet local cﬁrrency 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 thne
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 reguire
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 cf commercial imports for'the same
commodity over the past five years. The Title I
commoditics are to be additional to this average, alth. . sh
a vaiver can be obtained when foreign exchange constraints

are overwhelming.



In the past, local currency generated by Title I
sales often has gone to general budgetary support. 1In
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 .Progranm

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 tc be used to
capitalize.a loan fund. This fund is drawn upon by
intermediate financial institutions (IFIs) whi ), in

turn, lend to the private sector.



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 proczaeds
generated by Title I sales which are jointly
programmed (U.S. and host governmeﬁt) 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 Pclicy Group (IPG) which would be composed
of members of the country team. The law specifically
states that the U.5. has to use intermediaries to run
this program; the IPG, in short, cannot serve as the
"project banker" for this program, Instead, thic
will be a two step process: the U.S, will make lo.ns
to an IFI, and the IFI, in turn, takes credit risks
and makes subloans to nrivate sector organizations

according to criteria set by the legislation.



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 U7S.
products, and for Currency Use Payment (CUPi-type of
activities., If funds are used this latter way,
howevér, they are to be counted as a new

appropriation.

In prattice, 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 acks
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 cver 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 for
administrative expenses only, and do not cover the
capitalization of loan fund:. Also, PVOs and co-ops

must pay market ratec for the money they borrow.

9



The guidelines also point out that preference will be
given to IFIs that lend in the agriculture private
sector. For Section )08 programs, the IFIs must be
privately owned, and hava "significant local"

ownership.

2. Title III, Food vcr Development Program

Title III Food for Development proyrams are intended
to support a wide range of development activities in
agricultural and rural development, nutrition, health
services and vopulation planning. :However, the main focus
of Title III programs is on activities that support
increased food production and food availability For poor

consumers,



Title III of P.L. 480 authorizes concessional food
sales to eligible :ecipieﬁt countries over a multi-year
period. When local currency proceeds and/ér commodities
are used for agreed upon development purposes, a provision
is included for forgiveness of the repayment.

obligation.l Title III is geared to those low-income

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

The "loan forgiveness™ earned by a recipient government can be
applied to the ouﬁstanding repayment obligatinns 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 touéh conditions of the Title III lcan 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 repavment obligations which
may fall due in the nearer term. This second applicatio: of
"loan forgiveness" is obviously more valuable in terms of
foreign exchangé savings to the recipient country, since it can
wipe out current and near future dollar repayment obligations
rather than dollar repayment cbligations which do not fall due

for 20, 30 or 40 years.

&\



countries which have the potential to significantly raise
agricultural production, pursue agricuitural-based
strategies, and are committed to efforts to étimu;ate
rural growth. Consistent with this commitment, Title
II1I's multi-year commodity supply assurance, and the'
potential for forgiveness of lecan repaymehts, shculd
provide incentives for recipients to agree to significant
policy and institutional reforms, and to key imérovements

in their development programs.

Loan forgiveness is usually earned when the recipient

government in the Title III 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

to place the local currerncy 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 agriculturai production are understood

by key pvlicy makers in LDCs willing to enter into a

long-range effort, including policy reforms and prdgtam

adjustments, to correct rural-urban imbalances and to

pursue the broad-based growth of the rural economy. <he

recipient country government should be committed, and

hopefully have made some progress towards

Developing the institutional capacity for food and

agricultural planning and policy analysis;

Developing human resources and institutions which

(i) generate and apply innovations designed to raise
agricultural productivity and rural incomes; and,
(ii) eQaluate and adapt technologies transferred from

developed countries and international institutions;

Encouraging (i) policy and management reforms ﬁh'k
make public enterprises more responsive to marke
forces; (ii) greater private sector initiatives .
the same spheres; and (iii) the reduction of

inappropriate public cnterprises in the economy.

1N
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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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Title II, Section 206 Programs

Title II Section 206 programs seek to alleviate the
underlying causes of a copntry'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 developmént orientation.
Section 206 programs provide food aid on a grant basis;
permit multi-year commitments subject to an annual réview
of program performance and commodity availability;
incorporate policy conditionality; and generate lccail
currency to support development activities consistent with
legislative requirements, country priorities, and Mission

CDSS objectives.

Illustrative program initiatives include effori &c
increase food and agricultural production; establic.. ;
reliable food data collectiqn and reporting system;
improve the country's food distribution cystem to enhance
food consumption amorng low-income groups; develop a food
emerdency preparedness plan; and to remove constraints to

more effective participatien by the private sector in food

production and distribution.

A
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Section 206 programs are generallvy 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 Worla Bank's IDA loan eligibility criteria,
which is éurrently a per capita income of dollaré 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 a2 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 Eupporting

precauvtionary measures that help avert food shortag:g.

Section 206 programs differ from multi-year Title III
programs in that they are grant as opposed to credit
progirams with a credit-forgiveness feature; are more
modest in program size -~ 10,000 to 20,000 metric tons;

give priority to chrornic fcod deficit countries; and again

L\v\'
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place special emphasis on addressing the root causes 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
commoditiés, whereas these are usually paid by the

recipient éovernment 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 yvears to meet emergency
needs, Section 206 programs have been few in number and
small in size. 1In 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.

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 resocurces 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 inv-lvement.

CK?
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Onder Nsé (National Security Council) direction, the
Third World Hunger Study in December 1984 recommended a
nevw tool for use in addressing global hunger problems: a
Food for Progreés program which would use U.S. food
donations to supéort developing countries that agree to
specific feforms in their agricultural policies. The
President approved the program and Coﬁgress 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 requirgment to serve U.S. strategic and
foreign policy interests. Once this is satisfied, the
following additional criteria apply: 1) the recipient

country has & pclitical 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-amergency food aid; "Food for Progress"
commodities must be additional to U.S. regular food aid
programs (the Bellmén 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

0\\0
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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 Focd
for Progress agreements, and to aséist 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 prop¢ als 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
programns, in FY 1987 the guidance was modified and sent to

16 additional Missicns worldwide.
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Existing Programs: The Guinea program for 30,000 mt
of rice will be used to promote liberalization of
marketing policies. Specific economic reforms to which
the progfam is tied comprise: 1) changes in exchange
rates, inc;uding a significant currency devaluation, and
tying currency exchange to market rates; 2) replacing
government banks with private banks; 3) abolition of food
rafioning 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 goverument controls are

lifted.

Additional Grant Food Assistance Programs: Proiject Focd Aid

1. Title II, Section 201

Traditionally, the intent of project food aid has
been to alleviate immecdiate hunger and malnutrition. 1In
recent years, efforts have been made to use food aid

projects to further developmental objectives.

U(TJ |
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There are three basic delivery systems for regqular

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 o0 ensure adequate

levels of intake and to monitor impact.

School Feeding Programs (SFp) - prcvide meals to

school age children who are physically present at
educational institutions. School Feeding Programs
are intended to contribute to development throu "

human capital formation and increased productiv. . -,

The contribution of Food for Work (FFW) projects to

development differs from that of MCH and scnhool
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,

G
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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
institutioﬁs. Costs of ocean transport and overland
transport - port of entry to point of entry for
land~-locked countries - are also provided in these

projects.

Spoﬁsors 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
forwvarded to Washington for the normal DCC approval
process. Fcr 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.

3
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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 cogntries. These
donations can be made through foreign governments, or

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

(PVOs).

A 1984 agreement divided programming responsibilities
between A.I.D. and USDA. USDA is now responsible forv
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 ol Title II assistance. This includes
middle-income countries and advanced developing countries,

such as Mexico and cCchile.
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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 prograpming
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 156,000 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 saie. The
following provisions on Section 416 monetization are
included: a) such sales are to be incicdental to dornation
of 416 commodities; b) sales can finance distribution,
handling an? processing costs of 415 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,

N
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The following are additional important 416 provisions
in the Parm Bill: a) disincentive and UMR ana;yses aze to
be conducted prior to programming; b) multi-year programs
are authorized and strongly encouraged; and ¢) 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‘préjects. Cdmmodities 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.

h
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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 and cooperatives. This
partial monefization 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 pe

monetized. For FY87, this would represent approximately
$11.4 million 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 416 in FY87 are expected to exceed

the 650,000 mt minimum.

Procedures for partial monetization of Section 416
and 7Title Ii project food aid make PVOs and cooperatives
responsible for submissions of proposals, and for the
ultimate implementatipn and accountability for
monetization projects. As with all PVO/cooperative
projects, field missions are responsible for oversight,
Monetization proposals are submitted by PVCs 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.,

Por those who apply for regqular food monetization

projects, the major'uses they should consider include:

a. The use of local currencies in Maternal Child Healtn
programs, to include such inputs as scales, growth
surveillance charts, nutrition education ard 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 schocl kitchens, etc.;

‘§7
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Ce. 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, fof example, by engineers,
foreéters 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

a monetization program are:
. 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 acccuntability.

\'m
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Criteria for Support
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AUTHORITY: PAGE

I. PURPOSE: To announce a rationale and criteria for
USAID/Kenya supported grant food aid programs.

II. 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 trat cause acute shortages of local food and may
Jead to famine or serious oroblems of hunger among members of
the local population.

In a period of diminishing development assistance (and
econoric support fund) resources for AID, food is a
potentially important resource for USAID in Kenya, both in
dollar terms and in the additicn of resources to our
assistance program. Consequently, USAID has a responsibility
"to examine critically food-based assistance proposals
submitted by PV0s (and others) so that food is used to bring
ebout a positive developmental impact in xenya.

Achieving longer-term developmental impact through grant foocd
aid in Kenya depends on such elements as basic need, funding
resources, project design, logistics capability, host
government commitment, alternative food sources, etc., Tais
multiplicity of factors underlines the need for a concise
rationale to assist USAID in evaluating food-based
development prosrams, as proposed by PVOs and others. The
rationale takes intc account the salient concerns of USAID's
country development strategy; the marnagement angd
administration of its developnent program; and Kenya's own
development policies and priorities.

The Issue of Dependency and Disincentive Effects

To prodice 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
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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 dependency risks are essential concerns in
considering an increase in imported food supplies. Depressed’
prices for nost 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 depend:znce
on specific food imports. This may occur by shifting demz.d
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 £ood 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 Xenya. Nor will USAID rormally endorse or
support any U.S. government food-based assistance that couid
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
conmoCities in the recipient country will not result in a
substantial disincentive to or interference with domestic
production or marketing in that ccuntry”.

Other Essential Criteria

Under normal circumstances, USAID views food as an importe
supplementary resource fcr development only when it is us:
imaginatively, effectively and efficiently. This must be
done with maximum cooperation and participation of the local
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 cut fcod-basecd 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 PVCs 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;
S) 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 cf PVOQ;
10) Manageable program size and elements;
11) PFeasible operational plan;

12) viable evaluation plan;

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

(An annotated list of tbe criteria is attached).

Note: Standards used to assess proposals for using U.S.
government-owned £oods 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 proaram 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 supporc, 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.

Miid,

Director

stlever W. Sdeing

Distribution: A,B,C
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Annotated List ¢£ Criteria: P.L. 480 Grant Food Aid Rationale

1) Clearly demonstrated need:

What is thé 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 anad
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 phaée itself out:’

Will the program be self-sustaining after the project
is over? 1If so, what evidence is there to support
this belief?

4) Availability of appropriate food:

USAID will only make available specific imported focds
which are appropriate to the goal/cbjectives of the
proposed program, and which will not act as a
disincentive to local production or create a
dependency on new food products. If the U.S. is
Ccapable of supplying appropriate foods, then this
criterion may be satisfied.

5) Innovativeness:

Does the proposed program offer innovative approazches
which appear likely to solve the 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 be
easily dropped if it doesn't wor k?

Y
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6)

7)

8)

9)

10)

11)

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 populacion?

Indication of government approval and support:

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

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

How was the local population/community involved in
fdentifying 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?-

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)? 1if so, how were they evaluated? What is the
quality of its staff? What record-keeping, monitoring
and reporting systems capabilities exist? Do such
systems conform with P.L. 480 regulations?

Manageable program size and elements:

What skills and time must USAID invest to help
develop, perfect and monitor the proposed piogram? .S
the implementing agency capable of managing a projecc
of the size and scope proposed? Is the pregram worth
the effort needed to achieve a significant development

"impact, in terms of cost, time and personnel

requirement s?
Presence of a viable evaluation plan:

How good are the program evaluation plans, over the
life of the project? What quantifiable indicators
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12)

13)

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 fér evaluation?

Peasible operational plan:

Does the food-based development proposal (operational
plan) conform to AID guidelines? 1Is the plan proposed
acceptable to the USAID Project Review Committee?

Significant contribution of PVO and other donors to
the project:

Can the proposed project be completely funded? Kow
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?

Wt



