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0y Suisnory Desertotion, Liacluding Fabalation of Elsnned Lasuts

l. seneral

This projosed projoct endeavors to provide whot pey be teried thae
Uagpential uvdesing liok! in the efdore of the Governuent Of Kenya to boost
aseiculture productivg, perhaps in a dresatic fashion. Egsenticl infowrastion
acd tectinolony can be conveyed tu chie Glvicen farmer throushy the ajricultural
escansion seryvice. wub this fnfociation aod technolosy, as valucole apd as
valid as 1t smay be, roanins unused bodguse the I arwer ladcks financlul mecns
to follow throush with gpplication of the technolosy on his fava,

fhis projosed peoject would (covida the neans for the simall fovaer
to abtadn Flnanelng for lasic esseatinl productivn needs.

2. Hovegsily and Justificatlon for iroiect

—_—

e vECQE

e1ly

e Gavelopaent dlau 1965-1970 states: "Renye is tnow cn thic vorge
ul o aany-fold expansion of publice credit to woallboldas asvicultura,® 0
Flan geels te dacresce the preoss output foon saalibolder Carcas £ean fAo.0 vbllicn
ta Ah2.0 ciliing througn the eatennive nse of supoervised eredtt, 1T cocey oul
sucl: a progean the ilan estivates a 3ue anerease in persunnel would be reguired,
mostly at tha Lield lovel, to assist farmers to wiek out aceetoble facy and
ere managecaat gdoang cad Laca budjats both fov sanll grovers and tha Locroasiug
atpber ol aadbue olea gparctors.  doaover, thoce wonld olgo be dncruase vonuire.
aents ab the advicecy levels,

If bonye 18 o achifave 1ts wverall joal ot expauded ajricultural
il by the sanll favaor nust wake a substantisl eontribuklon,  In 1950 ic was
eptlaniod what thvo vore abant 30008 auat L Coraars th tha hehotduled] drean
Lo el e Lt sl enali L L0 Buinipesas Lautis,  bnvaitisian, At igastimatad tlat
Elieiia hia LD, st U oasnirs L BUG Ru e Grical araas Vi vanuise
i i1 RV A AT S Ly Al e ey g Wi,

subya skas pet Bave cliv roseici G0 ainbue of ngrielulEial aitddit
wivisuey [ ursoanel, Gobwo (6 Gugt. sool odtarpnl assfotoace, Tho Undted “tatec,
boeaign o iy vabt eapucivpce fa Lhie asedcnltuyal cowdlt feld, 18 fn a unlgue
sillon to pre2ide Che revoabod S ataadoe

Ll nre jael b sl pieieant s to o Ranya o

(1) Tho jetancsol e of jeople it cen reachiy, tnerease agvd-
cultueal vut ut, and haly eaice thote stoandard ¢f Living,

S oy SN R TSI A e
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(2) The increased agricultural output cen halp finance the economic
development of the country.

(3) The poteatial for an iwproved economic condition of a
substantial number of small farmers will help incresse the conowic stability
of the country,

3. kroject svals and Tarpgets

a. To assist the Government of Kenya in devising a scheme for dependable
supervised credit to the emall farmers designed to reach 30,000 farmers over
an eleven year period.

b. To formulate a plan of increased agricultural production in
conjunction with a credit system to increase small farmers' output by 275«
or from an estimated 8182 per annum to 500 yer annum by the end of 1981,

c. To assist the Sovermsent of Keuya int

(1) [Iraining 2v ayricultural credit supervisors by 1961,

(2) Trainiug up to 360 field workaers by 1974 i{n the techniques
of supervised credit ollowing: for a luz attrition rate to provide a total of
about 35UV, as a qualifled and efrective ficeld farce.

d. To achieve a tarpet uf graduated amwal increcsed output for small
farners that by the end of 1981 sowe 34,000 producing units will contribute
$17,.0 million annually tu uross Domestic Froduct.

4. Miufiwm Levels of Uutput or tchievement

3. weaneiral puroach and vian of Action

a. General Approach

The general approach is to provide technical sssistancs to Kenya
in the agriculture credit field by financing a contract with a U.S. organization
for the services of qualified agriculture credit personnel., These personnel
would provide training of field wrhkers in Kanya but their replacements wuuld
be trained in the United States,

UildL A SSLELED
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b. I'lan of Action

The essential human angd £inancial requiresients for such a progran
wld be:

(1) United States

It is pleaned “o finance the contract services of a group of
pricultural credit cdvisors. +he mempower planning progran is attached as
able 2,

(2) <ou,erptine Country

Tite Governnent of Kenyn would be requested to arrange to
odinate 38U personnel tu receive traininz. Lwenty of this nuamber would recein
cadenic and practical training fn the United States, The cemainder would
ttend foraal trainin; courses conducted by the agricultural credit advisors,
echnicians frea the extensivn activities under the Crop and Livestock project
0. 015-11-13u-ivl, ‘iialstry of lUooperatives, Kenya Ministry of 4griculture
ud personnel {roa Exerton Jollege. See Tables 2 and 3.

(3 uther Douurs

1t wuld be desirable if the Government uvf Kenya could obtain
. looa fron the Laternational Development Association (1L} to provide the
unds a ojrejating ¥3u, 140,000 for the agriculture credit finauncing. Such a
van wouiu be vl Ygort” teras preferably with a 1. interest rate and a lu-year
cace .criod. This would uoke tolercble the burden on the Jovernuent of Kenyz
n reeard to the financing of this project. Ordinary wrid Jank terus would
mpose an intolerable strain on the debt servicing ca.acity of Kenya. Lor the
hasin;, of the 1D\ loan financiny, refer to Tables 4, J and 7 atteched.
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Suneiney Liuvnac

(4) igl tlan
(2) Uuited States
Tho U, financial input is estimated as follows:'

‘(L) Fersonnel Services

(o) OGrants 957,006
(b) Loans s 2135,k

(2) rarcticipants

(a) Grants « 2L, 000
(b) Loans 259,000

(3) Comuodities

(a) Grants 123,900
(b) Loans’ 10,000

(4) Other Costs

(a) Grants 33,1
(b) Loaas 33,3533
.Total 3,972,355

(b) Uovernaent of Nenve

i’ersonnel Servicas 12,303,520
karticipants : 92,120
Uther vosts 155,040
Total 13,116,680

(¢} Leoan calitel 30,140,000
SROTULDTRITMIP

TOTAL 46,929,045

alation of ;5 vojrel luputs

‘Efpai.. . - See Tables 1, 1.1, 1.2, 1.3 aod 7 attached,

Pereonuei - Seo Tablas 2 and 3 attached,

UHCLASSIFIED
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7. ~availabil 0

A diligent effort reveals that non-AlD resources ars not available in
sufficient amount to provide the total external assistance required to achieve
project goals and targets establighed by the Government of Kenya.

B. Settigz or Environment
1. Gegeral

Kenya, 1f it is to attain its planned goals of increesed agricultural
output, of nacessity will be obliged to wake an effort to incresse the output
of the mmall farmer. This will require substantial financial assistance,
_even more personal assistance to tha gmall farmer thin presently available
under the Agriculture Ertension Service and & willingness of the Government
to absorb substantial losses in the expectation that at lesst 70% of those
assisted will complete the established program and meke an increasad contri-
bution to Gross Domestic Product.

2, Factors wh Affect Need for FPro

The Governuwent of Kenya has underteken a program for extending credit
to the small farmer. This program has met with fodifferent success. The default
rate on credits extended vary from 30% to 50% in various parts of the country.

The default on loans made #vailable mey reflect in part a poorly
conceived and administered program; The eurrent provisfon that repaysant start
in tho same year that the loan 1g made, §s unreslistic with the situation
prevailing 1n Kenya. The lack of sdequats assistance to the borrowsr also
entails difficulties. 4 clossly supervissd program would result in an improve-
ment in the effective utilisatiom of loen funds. At times in the recent past
these funds have been directed % psy the “bride prics," school fees, or ever
less worthy uses, such as gamblimg, drisking, stc. The lack of a systematfic
collection and follow-up mechaniss aleo militates against prompt repayment of
loans.

With expert assistence, there 18 every reason to believae Chet the
program of agricultural credit in Kenya would be as smuccessful in Kenya as
in other countries. It will have to be rscognized by all partiecipeting in
such a project that there etil} will be a substantial default elemsut due to
poor climatic conditfions, sdverss soil conditions sad svme cutright aisuse of
funds. These losses vill bave to be sbeorbed by the Government ef Keuya and
regarded as a subsidy to the small farm sscter of the economy. These losses
in effect constitute the price that must be paid to reach the larger goal of
increasing output by a substastial number of smell farmers.

URQLASSLIFIED
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3. QRelationghip of Project Goals to Country Develnpmeat Plan

This project supports the objectives of the Sovernment of Kenya as
stated in the Devolopuent len 19566-1970 whiich states: ... to iuprove the
livin; standard of the wasses of the populetion as well as create the necassary
oW jobs, the Governnent uust devote substentlal rasources toward incraeasing
productivity, income end ewployement in the peasent farming and pastoral arveas.
Tue Plan goes on to state: "1t hes bean clearly establisned that productivity
iu tho peasant faroing sector will respond to econownic incentives, with the
help of agricultural credit and extension services.' This statemont clearly
dafines what the present projuct endeavors to accongylish.

4. Econumic, Social, Lenislative cond Adminilstrative Obstacles

There are a nuaber of problems with which the Govornment of Kenya will
have to f£ace end resvlve if this project is to ba able to attain a full measure
of success. 1t 15 anticipeted that these problems can be resolved before the
projoct is beyond the first yeor of {wplewentation. The Goverament of Kenya
will need externcl Qiperctise for the colution of some of these problems. The
projoct poersoancel will collaborate in this regard.

a, Ecoaonic

Un the econcnic side, provision will have to bo wmade for the
morkating of auy increased agricultural output in the sacll forwer sactor,
Thae relevaut factors {nclude warket rescarch, marketing facilities, trengporta-
tion to wariets, invroved road and vatl f£acilities for such transport,
comaunication to advice and iafornm the agriculture producers in regard to
marleting, storage facilities, processing produce for narket and the concoimittan
problews of woving Lrowm a subslseteace lavel of production to a monetary fncoma.

b, Social

The cucial attitude toward land will tequ ire some change. The
Development vlan states: *,.. tho former african areas cuntain 8UZ of Kenya's
hi.:h poteatial ggricultural land.” 1If the project is to succeed tho African
will vequire fuads for necussary lnputs to use the proper cultivation practices.
he African famaer now has the technical guidance, favorable weather and
necagsary motlvatioun but needs the necessary inputs to increase his output
to match or even surpass hiis European counterpart.

c. Leriglative
1t will not be nocesecary to obtain legislative action to carry
out tho project eavisaged as it is understood that tho necessery cuthority

now rests with the Agriculture Finance Corporativn (AFC) to adjust payaent
rates and interost charygec.

UNCLASSIFIED
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d. Adidnisteative

Tue sovernment of lenya credit organization, probably AFC, will
have to be ,reperoed to astablisii votlhicr elaborate administrative proceadures
to carty out the project. It will also be necoesary for the orgenization to
pruvide qualifled accountants and clerical personnel to maintain the extoneive
records thut the prcpram will entail.

veychologically the Sovermuent orcardzation wust bo [reparad to
accept losses that may agivejate 21.4% (proliuinary estimates indicate that
this may bie ia the ovder of an nftude of #13,500,000) of the total funds
Jande avalinable fovr lendia; valer thils praject,

The Joverauwat will also have to take tiuoely action to obtaiu
luan Luads in thie anount estfimted, noainate candidates for the trainiu
prepesad, undartake the crcaneasat of lucations for tiwe pruposed trafulug
and establish tha neceesary records to keap the rograa van an institutiona
busie,

Jo Dator Factors and i'roblens in Country Situabion

a. WNeed

The nced for the cesistence envisajed in the project is self
evideat, since the present ajricultural credit propnrem is recopnized to be
inadequate, The Govermuent of Kenya hac indicated a desfire for extornal
assistance that would pive proufise of establishing o sound progrem aund systea,

b. Jharacter
The proujuct 0o coacafved iy foruleted to deal with tha precticae
bilitius of thae sftuntion by jroviding adviewtvy sccvices, trafinin: andd :

supervision of the pourosed activittes.

Ce Ltriovity of Lrojcct wools

The bevelopweat Ulan 1956-1370 recojnfzes that “gjviculiure 1is
and will remain for wany years to cuwe the wost {mportant sector in Kenya's
aeunuuy . This project wust ba regavded as havian hish priority since, if
successful, 4t will wake an Lmportant contributivn to the cost faportent
suctor of the economy of Kenya.

0. Special Features for Full Laderstauding of Project

as Local Econumic

Considerable attention will have to Le ;jiven to the type of crop
proposed to be produced uader the increasud pruduction plan. Howver, the’
[oteatial of differaut crops wili iiave to ba fully explored and marketing
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arrangencnts made before a substantially increased output reachos the market
with the devastating rosult of deprassing the existing local market, or even
wrse, f£inding wo woarket at all. Other relevant factors that wvill have to be
tekon into acccunt wore noted in paragraph B.4.a. above,

b. Institutional

There are existing insctitutions to extend credit to farmers.
These include local banlis, the Agriculture Finance Corporation (AFC) and
cooperativas.

The Agriculture tinance Corporation needs sowme rediraction in
itc policles rejarding credit facilities for saall farwers. It 46 hoped that
this will be supplied through the new manager, cnd reorganization of the
corporation.

¢. iolitico=social Setting

See classifiud messege.

C. Strateny

1. Straterv and Hethod Fropoused to Achieve Project Goals

a., Straterw

The overall strategy will be to provide advisory/supervisory
technical assistance to the credit organizations to assist Kenyan personnel
in the gpriculturcl ficld achiceve the stated goals of the Government in
espanding the output of swall formars.

It is undarstood that the Government of Xenya is eabarking on an
intensiva narketing and consuaption study seeking to assure as far as possible
a reody warket for plarned expanded vutput.

The strateyy is'predicuted on the Governacnt of Kenya assuaing
full fioancial rvespousibility aefter the end of FY 1973 for the costs of this
project. for this purpose, Developmeat Loan Fund £inmoncing would be negotiated.

L. liethod

To obtain the type and varioty of technical assistence envisazed
uader this proposel, it wuld not be feasible to swuell perconnel £fron a single
gource. It will be necossary to recruit through direct hire a qualiffed
apriculeure crodit f£inanciol advisor who wuld ba designated associate projoct
wanager and have tho rosponsibility for advising a Kenyan uanazer in directing
projoct activitias and coovdinating tho efforts of the various other personnal
participating in the different aspects of thae project.

UNQLASSITIED
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A University and/or private enterprisa wuld provide the balanca of. the
pereonnul requived to corry on the project under the teras of a third party
contract with the Sovernment of Kenya. A dirvect AID contract would provide
for the initial reconiaissance survay.

2. Euatent gnd Hanner of contribution to U.S. Goals

See clessified wmessape

3. Alternative Aonroaches or Techniques

a. Examlnction of the various eppruaches for recruiting personnal
for the project indicates thot no one source {s lilely to be able to provide
all requirecicats on a tiwoly basis. Honce it would appear desirable to raecruit
fron all aveilable courcos.

The Kenya Guvernuent has indicated a desive for certain U,.S.
Sovernaent percotnel in conunection with the project. These desiras should be
cespected as far as i¢ way be possible to fulfill thea. As noted above in
pavagraph C.l.b., it would gppear that the continuity for project, and essential
liciegon and coordination for the project activities with the Kenya Goverauent,
it would ba desiraeblo to obtain the servicos of a direct hire U.S. Gyvarnment
eavloyee who also is more likely to be sensitive to U.S. Covernuwent views than
coutract hire. liowevar, actual advisory services to the Kenya Government and
to all Keaya cvuvermment personnel could best be effacted through such persoanel
in wavm the Keuya Coverncent reposes special confidence, under the taerms of a
contract nogotiated with the Kenya Governuent,

4, .woperstiny Country Lendership,
S5ca claseificd message.

5. wvioss Relationslips

The project will draw on the techniques developed under the agriculture
axtension work and ifndeed sceli the advice and scervices of the extension field
workers., It will also rolate directly to the Agriculture FPlanuing project in
that it will serve to impleueat part of tha overall planning for the agrie-
cultural sector,

D. I'lanned Tarv:ets, Results and Outputs

l. Concert and Sphecificatfons for Connletion

3. ganceyt

The general concept of cownpletion centors on practical assistance
with agpropriate vredit to carry into effect the specific proposal for increasing
output on individual waall furms, It 48 proposed to reach 50,000 saall faersers
over an ll year period. Sec Tabla 6.

UNCLASSIFIED .
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b. Specificotions
The s.ecifications for completion are achievenment of project goals.

2, lowrovenent of Cuality of Cooneratine Country Resources and/or Perforiyance

Keaya resources wvill be used twre effectively in the event the planned
increase in output of £75% 1is attained by the end of the project. This increase
in efiective utilization should attain an even greater magnitude after thae
ternination of the project as the dewonstration effect and continual availability

of credit becowmcs effective awonpz an fncreased nuaber of swall farwers.

3. Tarocts or End Results

a. Situation at tue Bepinnin: of kroject

Thae Development ¥lan 1966-1970 estimates the annual output of the
sazllholder farwer at 8132 or for 5v,000 a total of $9,1U0,U00 annually.

be Situation at End

The output for the 50,000 small farmers at the ead of the project
is estimated at 523,000,000, an increase of 2754 or an average annual increase
of 15.9%.

c. Tiue S:-an
The tiose gian of the physical accowplishment of the project is

11 years. This is exclusive of the prelinminary reconnaissance survey which
“will take no nore than l6u days.

E. Courses of Action

l. Time-frone Seouence of actions

The time-frace for the proposed sequence of action covers tho period
1969 through Deceuber 31, 1900,

a. #dobilizaticn, Dorlovaeent nnd Ctilizatioa of loguts

Deployuwent and utilization of inputs will be fn accordenco with
thie plans of the Guvernaent of Kenya for posting technicians in various parts of
the country., o wajor portiun of each technician's services will be outside of
Hairobi in assisting local authorities with the admiaistrattun: of thae credit
ngrm.

UNCLASSITLIED
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fMobilization 15 plauned as follows:

(L

The United States

1959 Saptember - Consideration and approval of project proposal.

Oct./Dec.

January
Jan/June

July

dugust

Sept/bec.

Jan/Jduna

July

Octobor
Uct./Doc.

Jan/itarc
Har/Juua

July

lliegotiation with the Governmeat of Kenya regarding
teras of refercence of preject.

Selection of controctor/necotiation for reconnaissance
survey contract and acriculture credit advisor
services., Racruitmeat of persoancl,

Clegraince of survey personnel,

Recruitnent/asei et of project director.

clogrance with Government of Kenya.

Arrival airobi project director/reconnaissance
survey teaa, Slgaature of froject aAgreeuent.
Reconnaiseance survey field work, preliminary

repert, Clearaiace oy cruedit advisory personncl,
Final report on reconnaigsanca survey. Lonsiderstion
by Govermaeat of Keaya, AID/U end UsAID/Kenya.
Arcival ilairobl tw arriculture credit advieors.
Adoption of survey rejport recorumendations.  Sijgnature
of rroject Ajreamcat,

Devalopiment of credit progren eduinistretive
procedures, preparation of training course syilabus.

Further devoelopanent/refincacnt of credit prograa
cdainistretive procedures qad training course
materinle. Selection of personael for Cycles 1 cad 2
Creluing courvees {u Keaya,

Iniciation of ¢ycle o, 1 (10 welk) trafaia course
for Lenyaa agriculeural credit field sarvice
rersonnel,  LEstiaated 27 newbers,

luitiction of Jyclo Dol 2 trofning course (23 acuabers)
Recruftient ol Live coatrget gjricultural credit
aavisurs,.

Selection of throee Keayaon persoaael for training

in the U.S.

Selectiun of perswanal for cyeles 3,4,5 ond 6 training
ceurses in Keaya.

Inftistion of Cycle Jdo, 3 tralniug course (28 wewnbors)
Luitiate Credit beogren do. 1 for 2000 fanaors,
lultiation of Cycle do. 4 training coursae (27 moabers)
Ligleascntation of Credit Lrojgraa do. 1

Arrival 1o dafvobi of five cuntract crudit advisors.
Initiation of CJycle Uo. 5 trafning course (063 weabars)
Initiste Cradit Proraa ilos 2 for 7000 fcrnaors.
Departurc of 3 Kenyan personnel for trataing in U.S.

UHCLASSLFILE
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Getober
Oct./Dac.

Initiation of Cyele Uo. 6 training course (62 neubers)
Lajlemantation of Credit krograu 1 end 2

Selectiond percsouncel for Cycles 7,58,9,1U,11.2ad 12,
tralaing cources in Kenya. '

Selection of three Keuyan pecveounel for training

in the U,5.

1973 Jon/itar. =~ Initfation of Jyclae Mo. 7 training ccurse (63 mewbers)

Laplanentation of Credit rrogrems 1 and 2.

viar/Juce - Iaitiation of Jycle No. G training course (62 neabers)
Laplenentation of Jredit Krograms tlo. 1 and 2.

July - Initiation of Credit Lropran No. 3 for 3000 farmers.
Initiation of Jyela ol 9 treianing course (30 wenbers)

October = Initiation of Jycle Yo, 10 training coursa (35U meubers)

Get/Dae. - lLuplementation credit irogram io. 3.
Selection of 3 Kenyon personnel for training in U, S,
Qecruit five azriculture credit advisors (contract)

1974 Jou/ifar - laitfation of uJycle o, 1l trailning course (50 wenmbers)
Laplewentation Credit Yrojgraa iio. 3

Har/Jutie - Iaitiction of Cycle Ho. 12 training course (U members)
Inplenentation Credit Vrosraa (o. 3

July - Azrival dolrobi five cuntract credit advisors
Initiate Credit Yrojraa to. & .
Degarture of 3 Kenyan perconnel for training in U,S,
July/Dec. - Luplesentation Credlit Lregrem fo. 4

Selection of 3 Kenyan persvanel for trainiag in U.S,

1975 Jan/Jdune

lLiaplenentation Credit krograas Ho. 4

July - Inlticte credit brojram ilo. 5 for 3UWU farwers
Depertere of 3 Renyan peroonnel for training in U,.S,
July/Dac. - lecruit 3 coatroct credit advisors.- loplasentation

Laplewentation Jdrodit Progean e J.
Select 3 Keayan percuniel for training in the U.S.

1976 Jan/June Laplewentation Credit Frograa do. 3

July - Arrivel Jdatrobi threo contract credit adviecors
Initiata Jradit rrojraa Jdo. O for 8,00 fanuers
Dej.artura thiee Kenyaa puorsonnel for training in U.S.
July/Dec, - laplesent Cradit Mrograa io. 6

Salection of 3 Kenyen persounel for training in U.S,

1977 Jan/Juna
July
July/Dac.

Lupleaentation Credit Urogran Ho. 6

lnitfata cJrodit lUrograw Jdo. 7 for XAQ farvars
Racrufit tw crodit advisors

Initfate Credit Yropgraia HMo. 7

Salect 3 Kenyan parsonnel for training ia the U.S.

UNCLASSIFIED
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1978 Jan/June

Lupleaeat Credit Prograa llo. 7

July « Arrival tlairobl two credit edeisors
Inftiate Credit Erosranm ilo. 8 for 500 farmers
Departure of 3 Kenyan personmel for trainiog in U,.S.
July/bec. - Laplementation Credit dropram Ho. 8

Selection 2 Keayan personnel for training in U.S.

1979 Jan/June
July
July/bec,.

Laplenentation Credit krogram llo. O

Initiate Credit Frograa Ho. 9 for 3000 farmers
luplecentation Credit Prograa Ho. 9

Departure 2 Kenyan persunnel for training in U.S.

1980 Jan/Junce

Lupleaentativn Credit krograa Ho. 9

July - Initiate Cradit Vrojram to. 10 for 20 farnors.
July/Dec., - Inplesentation Credit Prograa Ho. lU
1731 Jan/June - laplenentation CUredit frograw to. 10
lay - Yreparvetion Final Raport
Juaa - Delivery of report, briefing of Governaent of

Kenya officlals, teruination of project.

2. Iunterrelationshin of Inputs in Ters of Substance and Scheduling

Thie iniuts will Lave to be pghased in accordance with the proposad -
gchedule sinco they are interdependant. In broad outline, this scheduling
ig as fullows (i teras of fiscal yoars): '

Y 1970 = Reccultiient/on board services of project wanagor,
Qeconnalssance field survey dnitiated/concluded.
Recreituent of 2-man teana of ajricultural credit taechnicians.

Y 1971 - Rocruit S-man credit tean

£Y 1973 - Recrult s-wan credit tean. R
Start of participgant training in U.S., (Training continues until
end of Y 19C0.)

Y 1975 - Recruit 3-man credit teo.

¥Y 1977 - Qecruit Z-ao0 credit tean,

Y1981 - Taraination of project activitios

1952-1956 - Collection of loans extended in FY 1931.

3. uwuntry faelf-tiolp Actions

The effort of Kouya to obtain the services of a qualificd man to manage
tha AFC oporations, to secure a VWorld Uank Loan to carry on a credit progran
and the Lrank recopgnition of providing effactive cradit facilitiese for thae
swall faruoer cre indicativoe of tho weasurcs talten by the country to halp iteelf.

UHQLASSICLED
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4., Cooporating Country Rescurces

The cooperating country will not have sufficient resources to meet
the roquirenments of this project. Kenya in its Developuent klan indicated that
1t boped the vorld Bank would provide the financing for the credit to be
extended to the saall farmer. Whether the Zank would ggree to Kunya borrowing
additionsl funds to finance the technical assistance aspect of the project
would have to be explored. :

S. A\pprapriatencss of Scale of Eroject

According to the Developaent ilan 1965-1970 it is estimated that there
are about one wmillion 'land owning peasantry' in Reaya. This project would
reach only about 5 percent, au increase of 2 percent over the proposal for
which vworld Lenk financing was to be sousht under tho schewe outlined with
the Develupment Ylen. The Government of Kenya, according to the ¥lan, states
that “If the credit schemce is successful ... funds con be raised to expand it
to cover eventually up to one-half of the peasant population," The present project
thus is a very wmodest start cnn a wuch larger undertaking, dependent on the
success achieved by the project. As an inltiel start the project wust be
wonageable and be sble to cope with the various problems with wihich it will be
confronted. It is considered that the project is capable of beinpg meanaged
euccessiully and still provide cnouph of a dewmonstration effect te permit
expengion to the remainder of the small farcers within a reasoneblae period.
of tiue.

6. Ability Lo iroduce Resuits

The project is desisned to produce a censervative result. It takes
into accecunt tha probable percentage of failure that will be encountered in a
project of this magoitude. The planniag indicates that the jpotential successas
ara of sufiicient magnitude to offset by a substanticl maryin the probable
failures.

There 16 a high risk element in the project. Tuis wust be recopnized
at the outsat. It is hoped to reduce risk to a winiowa with an edequate group
of techunical advisors to suparvise on-coiny project getivitles cnd provida
requisite coantinuity. For this reasun thirce-year tours aind overlapped tours
cre built into the project to veduce tho risik eleseat to the nonioua degrea
fecasible.

Md the weather, of course, will play a major role in t he success or
degree of failure. This also must be taken into eccount in assassing this
projoect,
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7. Ability of Country to Absorb Support and Utilize Results

Kenya will be able to support the increased wanpower needed for the
project frow increased tax revenues if the project can produce the estimated
increased agricultural output,

Kenya fcruers have indicated in the work in the agricultural extension
service areas that they ave copable of absorbing the utilizing improved
techniques undar the propor guidance. The elements of success in the proposed
project are present in the country. Vith proper guidance of technical experts
it would appear reagsonable to undertake the proposad projsct even with the
risks involved,

8. Heed for Research Cnmponent

To be provided by Kenya Government resources.

COCTE
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Table 1

HOMCAPITAL PRQJECT FUMDING (OBLIGATIXIS IN g000)

PROP DATEs Aug, 29’1%9

Page 1 of 2 : Original X ,
CORITRY: KENYA Project Title: Agricultural Credit Project Hoe.t 615=-1)i1a0.ieg-°
Fiscal Ap 1/G Total Conty Personnel Serv, Participants  Commodities  Other Costs
Years AID PASA CONT U,S. CQNT Dir CINT Dir & CWNT
Agencies U.S.Ag U.S.Ag

Prior *

through

Act.F‘l _6_2

QJSI‘Q ’

FY 70 TC/0G G 93 50 3l 50 11 1

Budg.

FY 71 G/06 G 140 95 31 90 13 1 5
B+1}

FY 72  TC/0G G 213 % 31 9% 21 65 1 5
B+2

FY 73 /6 G 385 326 31 315 27 1 11
3+23 TC/0G . G 37 36 1

FY 74 DLF L 304 262 255 42 7
A1} Tc/0G G 267 252 8 7

SUGSe DLF L 2233 200 1960 217 10 46
Total TC/06 G 1135 56 412 545 21 124 12 21
Life DLF L 25637 2,08 2215 259 10

83

1/ Memorandun (nonadd) column

WICLASSIFIED
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Téble 3

Page 2 of 2 Exchg rate $1.00 = 7.1 Kenya Shi.llingsz/

Fiscal Years AlD~controlled

Project No. 615-11~140-148

_Other Cash  Other Food for Freedom Commadittes
Local Currency . Contribution Donor llotric CCC vorld
UeSe=  Country= Cooperating  Funds 3/ Tons Value &  I'arket
owmed owned Country (£ Equiv) (000) Freight  Price
‘ B (S000) (go00)

Prior

through

Act. FY 69

0per.

FY 70

Budg-

B+1 |

FY 722 501,120 7,000

B+2

FY 73 1,062,560 4,720

B+3

FY 74 1,616,990 8,740

All

Subs, 3G, 203,600 7,630

Total -

Life 153,116,680 30,140 §/

2/ As of preparation date

2/ Lloan funds

UNCLASSIFLED
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DOLLAL FIIACING ~ GIATES
¥ 1970 1. Eorgonnel .

a. Dircet
Projoct lianapor, 1 x 31,000

L. Contract

Roconnalopaneoe survoy, 2 X <5 x 50,000

i ntg

3. Commoditicg

a. Furnliture 2 x 5,000
b. louschold cquipment 2 x 550

4. Qthor Coglg

Travel (por diem) % x 1,000

Y 1971 1. Eoroonnol,

a. Rircelt
Projcct lianager, 1 x 31,000

b. Gontract

Lgricultural Credit Advigor, 2 x 45,000

L

nrticlinont

3. Cormoditiog

a. Vehicles, 2 x 3,000
b, Supplies, 1 % 1,000
¢, Jligcollancous, 2 x 3,000

a, Travel, 3 x 1,000
be Small valuo items/servicos, 3 z 1,000

UNICLASUIFIED

19
TABLE 1.1
Pago 1 of 4

31,000

50,000

10,U00
1,700

1,000
93,100

31,000

90,000

© 6,000
1,000
6,000

3,0C0
3,000

140,000

38
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D078

£Y 1973

20
TADLE
Pago 2 of 4

TOAID Aw 412 UHCLASSIFIED
1+ Eexgonnol
a. Dircct
Projoct lanager, 1 x 31,000 31,000
Jontooak
2 x 45,000 90,000
2. Papticinanta
3z 7,000 21,000
3. Commoditiog
a. Furniture, 8 x 5,000 40,000
b. Vchicles, 5 x 3,000 15,000
c.» [louachold equipnont 16,550 8,800
d. Supplios; 1 x 1,000 1,000
4o Qthor Cogts
a. Travel (por diom) 3 = 1,000 3,000
be Small value itono/services, 3 x 1,033 3,100
| 212,900
7+ Porgonne
a. Dirocy
Projcct lanager, 1 x 31,000 31,000
b. Conbract A
7 x 45,000 315,000
2, Participanta -
3e Cormoditiosn
a. Library Dooks, 2,000 = 5 10,000
b. Vchiclos, 3 x 3,000 9,000
c. Supplies, 6 % 1,000 6,000
d. lMigccollancous oquipnent 2,000
4o Qthor CGogto
a. Travol (por diom) 7 x 1,000 7,000
be Small valuo itoms/sorvicos, 5 x 1,000 5
385,000

UNCLASSIFIED

-38
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124 4. Eoraomnol,
a. Direct
Projoct lanagor, 1 x 36,000

2 P .cinantg
3. Cormodities

4o Qther Coptg
Travol (por diecn) 1 x 1,000

Y 1975 1. Porgonnel
2. Direct
Projoct anepor, 1 x 36,000
2¢ Port NG

3o Commndition
Vohicle, 1 x 3,000

o 0,'%,'_}1% '_(‘:Q{mﬁ
Travol (per diem) 1 x 1,000

Y ]OZQ . 1. Poxoonnel
a. Dipcet

Projoct isanager, 1 z 36,000
2. optieinanta
3¢ Cozmodition

Furniture, 1 x 5,000

4+ Othor Coptg
Travel (por dien)

UIICLASSIFIED

36,000

1,000
37,000

36,000

3,000
1,000

40,000

36,000

2,000

1,000
42,000

21 3

TAOLE L.l
age 3 of 4
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TASLE 1.1
age 4 of 4

e 81 1. PorgonnQld

a. Dirock
Froject Manapor, 1 » 36,000 x 5 180,000
2. Partlcinantg -
3. Copmoditiog -
4a Othor Conta
Travel (per diom) 1 1,000 2 5 5,000

185,000

DECAPTIULATION

FL 1970 93,100
FY 1971 140,000
FI 1072 212,900
IY 1973 305,000
FY 197 37,000
FY 1975 40,000
F¥ 1976 42,000

T 9977/81 185,000

Total 1,135.@

UNCLASLIFIED
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EX 1974

1. Rorponngl:

TOAID Aw

Gontract

1 x 51,000

412

DOLIAR FILIGIGTIUG o TOAN

2, Borticinantg

3« Cormoddtics

4. QtlLox Cogkn
a. Travol (por diom) 5 x 1,000
be Small volue itoms/sorvices, 5 x 333

6 x 7,030

1. Porgonnod

3. Cormoditicg

4 Otler Cogtg
a. Travel (por dionm) 10 x 1,000

b. Small value itans/sorvices 10 x 335

Controet

10 x 56,000
2. Porbieinantg

1, Eoraennol

2

Je

Contrnet

5 % 56,000

Qe 8]

Popticinants
6x 7,000

ACRICHT

UNCLASSIFIED

JRAL_GTIRD

UIICLASSIFIED

5,000
1,665

303,065

560,000

42,000

10,000
3,350

——————

615,350

280,000

42,000

23

IA !;YE. 1 a

Page 1 of 4

- 38
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4o Qthor Cootg

a. Travol (per dlon) 5 x 1,000

b. Sm 11 valuo itemo/sorvicos 5 x 333.

'1 « Porgonnel,

Contract
8 x 56,000

2¢ Porticinanta

6 x 7,000

3. Gomoditiog

Furnituro, 2 x 5,000

4o Othor Coatg
~ a. Travol (per diem) & x 1,000

b. Swall valuo itons/servicos 8 x 335

gonn

ntrec

- 3 x 56,000

2. Pgr?jcgnnnig

3.

6 = 7,000
Cormoditios

4o Bilor Cogta

a. Travol {por diem) 3 xz 1,000

be Small voluo itomo/corvitus, 3 x 333

UNCLASSIFIED

DACLASSIFIED

2,000
1,065

328,665

448,000

42,000

10,000

2,000
2,630

510,680

168,000
42,000

3,000
1,000

214,000

24

TASLE
Pago 2 of 4

33
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1.

2.

3.
4

1.

e
/;o

1.

.
2o

3.
dye

| TOAID A= 412 UIBLASSITEED
Eoxaonnol,
5 X 5(’,000 30,000
5 x 7,000 35,000
Othor Copbo
a. Travol (per dien) 5 x 1,000 5,000
b. Small valuo items/sorvicos, 5 x 333 1,665
321,665
Porgonqol
Controet
2 x 56,000 112,000
Borbicir
2 % 7,000 14,000
Somoedition -
OCther Coghks
a. Travol (por diem) 2 x 1,000 2,000
Do Small valuo items/sorvices, 2 x 335 670
128,670
EQ.‘:FQH“O:II
Contragt
2 X 56,000 112.m
Loxticlponto -
Co- 1c -
Qthor Coptg
a. Travol (per diom) 2'x 1,000 2,000

b, Small valuo itoma/sorvicea 2 x 335 . GIQ

UNCLASSIFIED 114.670

o8

AL

JALE 102
Page 3 of 4
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UICLAS

UNCLASSIFIED

FI 197 303,065
FY 1975 615,350
FY 1976 328,005
FY 1977 510,650
FY 197¢ 214,000
FY 1979 321,665
FY 1920 128,670
FZ 1901 114,670
Totol 2,537,365

6

Roeasia

32
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UICLAS AT IED

ACEIGULTURAL, CREDTT

Covirivgiip Qi IGITEA FFIATCING

Lergonnol,

2 x 2,520

2 x 1,020
Carticinonta
Commadition
gthor Conta
a. Oftlco, 2 x 100 = 12

be Travel (wvehicle repair
naintonanco, cnsolinoj
2 x 1,000

c. Cuarda
2x70 %12

Paysonrn

2 x 2,520

be Chaulfoury

2 x 1,000
c. Dol rerponnel

110 1 2,C00
Leptieinophg
Cormioldtieg
Gtler Contg
a. Offico, 2 2 100 x 12
b. Travol, 2 x 1,000
c. Guard, 2 x 70 x 12

5,040
2,000

2,400

2,000

1,680

55040
2,000

305,000

2,400
2,000
1,620

Ul LASSIFIED

e}

TADIE 1.3
Page 1 of G

13,120

321,120
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B M brsd

TOAID Aw 412

1« Poroonnel

a. Secrotarinl/elziical
7 x 2,520
b Chouffoura
7 x 1,000
ce Fleld norgonnal
110 x 2,800
250 = 2,800
ticinan
a. Travel, 3 x 650
b. Suppord 3 x 2,240

3. Cormodition
4o Ghor Goghp

8. Cffico, 7 % 100 x 12
be Travel, 7 x 1,000
ce Guards, 7 x 70 2 12

Poroonno
Ce gQQE”&ﬁEi”!th!Qﬁ!QQI
5424520
be Chonflonrg
5 x 1,000
C. Fiold Pergonnel
110 % 2,300
250, 2,CC0
200 2 2,800

2., Porticir-misg

Qe Travcl, 3x 650
b, Support, 6 x 2,240

3. SQommoditica

UIGLASSIFIED

17,040
7,000

308,000
700,000

1,950
6,720

8,400
7,000
5,860

12,600
5,000
308,000
700,000
560,000

1,950
13,440

UKCLAS..IFIED

28 38

TABLE 1,3
VFace 2 of 6

15062,590
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TOAID A= 412

4. Qtlor Cogto

de Oﬂ'ice, 5=z 100 x 12
be Trawol, 5 x 100
ce Guards, 5x 70 x 12

Peygonne

a. Sger i 8
10 % 2,520

be Chouffours
10 x 1,000

Ce I'lold Poroonng®
500 % 2,200

2. Barticiponts

a. Travel, 3 x 650
b. Support, 6 x 240

3. Corroditieg

be

Uther Cogtg
ae. OfTico, 10 x 100 x 12

be Trawol, 10 x 1,000
Ce Guards. 10 270 x 12

URCLASSIFXED

6,000
5,000
4,200

25,200
10,000
1,400,000
1,950

13, 40

12,000
10,000
8,400

1,616,190

15480,990

29
w27 38

TADLE 1.3
‘Page 3 of 6
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TOAID Aw 412

1. Porgonnel
" @ Scerotarial/cloerical(s)
b. Chauffours (5)
¢. Field Porgonnel (500)
2. EBopbicelvantg
3. Gormoditicg
4o Othor Cogts
a. 0ffice (5)

be Travel (5)
Ce Guards (5)

1. Pargonnoel,
as. Socrotarial/clericel (8)

b. Chouffenrs (8)
¢. Fiold Porgonnocl (580)
2; < (Kv2) nt

3¢ Comoditios
e Othor Gostg
a. Offico (3)

be Travel (8)
¢ Guards (8)

1o Pergonnel,
2. Scerctarinl/clorical(3)

be Chauffours (3)

e. FMold Porsonnel (500)
2. Iarticipontg
3. Cormoditiog
4o Qthor Coglg

a. 0f£ficon (3)

b. Travel (3)

¢. Guards (3)

UNCLASSIFIED

UNGLASSIFIED

12,600
5,000
1400,000
155390

6,000
5,000
4+200

20,160
8,000
1,400,000
154390

9,600
8,000
6,720

7,560
3,000
1,400,000
15,390

3,600
3,000

#i30 38

TABLE 1.3
Pagoe 4 of 6

14448,190

19467,870

1-4350070
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Dn

TOADD &= 2

Te

2.

3.
4

1.

2.

3.

4o

Eorgonrol,
a. Secrotarisl/clorical (5)
be Chouffours (5)
¢. Fiocld Porsomnol (500)
Eanticinantg
2 x 650
3 x 2,240
Someddtieg
Sther Costyg
a. 0f£ficos (5)
be Travel (5)
¢. Guards (5)

Eexgonnol,
a. Scerotarial/clorical (2)
b. Chauffeurs {2)
¢. Field Personnel (500)
Porticiponta
Support 2 x 2,240
Comoditien
Othor G
a. 0ffices (2)
ba Travol (2)
¢. Guards (2)

UNCLASSITFIED

UNCLASIIFIED

12,600
5,000
1,400,000

1,300
6,720

6,000
55000
45200

5,040
2,000
1,400,000

PATALY

2,400

2,000
1,680

TABLE 1.3
Pago 9 of €

1,440,620

1,417,600
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TOAID A= 912

1. Pexgonuel

" a. Scerefarial/clorical (2)

b. Chouffoura (2)

¢, Ficld Porsonnel (500)

2, Pgrticipanty

3. Cormoiiticn

4« Qthor Cogtg
g, Offices (2)
be Travol (2)
8. Guards (2)

URCLASSIFIED

5,040
2,000
1,400,000

2,400
2,000
1,680

RECAPITULATION

FY 1971
FY 1972
FY 1973
F¥ 197,
FY 1975
FI 1976
FY 1977
FY 3978
X 1979
FY 1980
FY 1981

- Total

13,120
321,120
1,062,590
1,616,190
1,480,990
124435190
1,467,870
1,435,070
13440,620 |
19417,600
19413,120

13,116,680

UICLASSIFIZED

32 3

Table 1.3
Page 6 of 6

19413,120



NATROSI

FY

U. s.

Ag Credit Adv
o . " A "

'Ag Credlit Adv

n " (1]

Project Mgr
Recon. Survey

” "

ovais

Kenya

Field Ferconnel

TQID A- 412

Persanno

UNCLASSIF1ED

Renir
(Man Years)

33 38
Table 2
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9 2 1 I3 2 B W 12 13 19 29 gL 7043
1 1 2 1 2 1 2 1 =2 15

¥ 1z 1 2 1 2 1 2 15
11 2 1 2 1 1 9

1 1 2 1 1 - 6

1 1 2 1 1 , 6

1 1 1 @ 1 1 ¥ 1 1 1 1 1 12
2 L)
2 3 5 S ¢ un & 5 4 & 3 s ¢a
110 360 560 5C0 500 500 S5C0 SCO 500 500 4530
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Table 3
Training Schedule

Ag Credit Adv Trainces (No. of Pers.)
In United States

FY- 7' 72 I3 24 B I IZ 718 19 80 8l Iotels
R 6
&t 6
ci I 6
N o€ 6
N 36 6
all  4C 6
v 4
fotals 3 G 6 6 6 6 S 2 40
Cost (Z0C0) 21 42 42 42 42 42 B 14 280

Field Personnel
(in Kenya at various training facilities)

Each course iy for 10 wecks

Course 1 27 60 o0
Coursge 2 27 60 99
Course 2 27 G0 50
Course 4 29 70 50

Totals 110 250 200

Legend: C = Continuiné
{1 = How

UNCLASSIFIED
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Table 4
Summary of Financing Request to Extend

Credit to Small Farmors

(000 by Fiscal Years)

This sunmary assumes an average credit of 81,000 to cach small farmer.
Such credit would provide one year grace and five years thercafter
within which to ropay the loan in full. The further assumption i1s that
30% of the amount due each year will not be rcpaid on time and that this
3C% reprosents an absolute default in repayment. The summary does not
take into account a proposcd 1% annual interest rate on the outstinding
balance of the loan. The Government of FKenya would subsidize the program
directly to the extent of paying the difference between the rate charged
to the farmer and the actual rate payable to the international lending
agencye

Tranchoe Fiscgl Year 225555 Lcss(iggggmonts | 128591
1 1972 2,C00 - 2,CC0
= 1973 7,CC0 - 7,800
3 1974 5,000 260 4,720
4 1975 1C,CCO 1,260 | 84740
5 1976 5,000 1,960 3,040
6 1977 £,4CCO 343060 , 4.6403/
7 1978 3,000 4,0¢0 41,060
8 1979 5,CCO 4,£C0 - + 860
9 19CC 3,CC0 44240 12,100

10 1981 29000 3040 13,642

Net six year rojulrcments before repayments provide sufficlent funds
for annual incroments asount to 530,140,000.
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Tranche/FY

le

Se

e

Ge

7

Log

2,000
0=C0
R

7,080
0=320
R

5,C00
=30
R

1¢,CC0
=30
R

5,0C0
V=3C
R

8,000
D=30
R

3,00
=30
]

TGAID A= 412

UIICLASSIFIED

Exanele of ureoit Financing S

G 400 aCo
120 20

230 280

G 1400

420

920

G

75

400
120
200

1400
420
980

1000
3¢90

700

G

ond:  D=30 = 30% default rate

G

53
i

= Grace period

= et repayiments but cxcluding intorest.

(3000
7% 77 18
400 400
120 120
200 260
1400 1460 1400
420 420 420
900 930 980
1000 1000 1600
300° 300 300
700 700 700
2000 2000 9000
600 400 600
1400 140G 1400
G 1000 1920
300 200
760 760
G 1680
500
1020
G

UNCLASSIFILD

dul

1C00
200
7C0

2000
6C0
1400

1000
2C0
700

1600
580
1030

6CO
130
420

2000
€00
yADD

1C00
3C0
760

1¢C0
530
1020

6CO
10
420

Table 5

page 'l of 2

6L g2 83
1000
300
7C0
1600 1600
520 530
1020 1020
600 6CO  0CO
120 180 180
420 420 420
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Table 5

Page 2 of

Tranche/FY 2 230 4 22 8 8B B LK
8. 5,000 G 1000 1000 1000 1000 1C00

D=30 300 300 3C0 3O 300

R 700 700 700 7C0 700
9. 3,000 G 600 600 GO0 6C0 600

D=30 180 180 180 180 180

] 420 420 420 420 420

D30 120 120 120 120 120

R 280 280 280 280 280

Recapitulation of Defaults
(nuzbor of farmers defaulting)

Rocapnitulation of Defaults Recapitulotion of Fingnvany

(number of farmors dofaulting)

Tranche /FY Amount Repay Not
1. 197: 600 2,000 - 2,CC0
2. 1973 2,1C0 7,000 - 7,000
3. 1974 1,500 5,000 280 4,720
a. 1975 3,000 10,000 1,260 8,740
Se 1976 1,500 5,000 1,960 3,040
G. 1977 2,900 8,CC0 3,360 4404
7. 1079 900 3,000 4,060 41,060
8« 1979 1,9C0 5,000 4,800 * 860
8 %? 900 3,000 :;_,243 +4,340

15,500

a/ Hot six year requirements bofore ropayments provide sufficliont funds
for annual incremonts amount to $30,140,000.

UNCLASSIFIED .
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Table 6

Schedule for Servicing Swall Farmers

- (In thousands of farmors)

FY A 2 1B 2 I 1 12 B 1 8 8
Number
Sexviced 2 7 S 10 5 8 3 8 3 2
Total $0.C00
Tablo 7
Other Donor Loan Financing
(5000)

FY 1972 1973 1974 1975 1976 1977 Total
Amount 2'000 7'000 4.720 8,740 3’040 4,640 30.140

UNCLASSIFIED





