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KENYA: NATIOrCL YOUTH SERVICE 

Summary and Recommendations
 

1. Bcrrower: Government of Kenya (GOK)
 

2. Amount: $3,500,000
 

3. Loan: A. Maturity: 
 Forty (40) years, including a ten-year
 
grace per-.od.
 

B. Interest: 
 2% per annum during the grace perici, 3% 
per annum t-nereafter. 

C. Repayment: 
 Interest and principal payable in U.S.
 
dollars.
 

4. Total Cost of Proect: 

A.I.D. Loan 
 $3,500,000

GOK Contribution 
 .- L0000
 

Total. 
 $3,.780,000
 

Sr.e, 
 ,;fthe , 7rc-jef.vehicle, 
,irx Te project, ,s."-,.st-heavy cunst-ruct, equipment of the pur:hace 

mert to a-d -and se:,el, pmen. eqipsupp-.rt the develonment progra.ms o.f :).e latial Y(!,fS). Under the t_. Servi.V-eproposed pr.',ject new eIuipmer.t wo..d beI.f supr;Iied,.loar finan,-i.ng i.sprov ided tie GOK woauld e tahlisvi a •w.th ." irg....... 
 o of $280,O00 rene:.,t.., r mai.:tai- the,.-.uipineit; . i,Lz..ed under the 3,.,al
 

se. ur'Lr _f the -i,)an: To 
 a !'*I.e Se ,'S. .
 
7 Bakg-,u.jdof t'ie .... 
 ', 14O,My, 19( 1 K r{assistanee ;d A .in renewing the maj.)rity -)f the veeq.:,pmebit operated by ti-e r a ,i: 

ce; -, ..
,ormed serv .e ,iLcr lmen and wrmen and ,s ,t. igcarrie- out, Jevelpnmental .; rk prthe existing NYS equipmnt vzas 

..Mst of
si.pplied by A.-..,. in 1965-6 out ofexcess property stocks; 
most of it is about, 20 years old and farbeyond its useful life.
 

8. Export-Import Bank Clearance: 
Obtainea 
May 7, 1970.
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9. Country Teamn Views: 
 The Country Team strongly endorses the
proposal noting that the NYS is one of the most successful activities
 
in Kenya.
 

10. Statutory Criteria: Satisfied; see Annex A.
 

11. Issues: None.
 

12. Recomnendation: Authorization of a loan, not to exceed $3,500,000
 
in accordance with the draft authorization attached as Annex G.
 

CAPITAL ASSISTANCE COMMITTEE MEMBERS
 

Financial Officer: Robert J. Berg

Engineer: 
 J. Ashby Williams, Jr.
 
Counsel: Charles Gladson
 

Desk Officer: Nelson Denlinger
 

Drafted: RJBerg, AFR/CDF
 
JAWilliams, Jr., ENGR
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AID-DIEi/P-904
 

27, 1970
CAPITAL ASSISTANCE PAPER May 

KENYA: NATIONAL YOUTH SERVICE
 

I. INTRODUCTION
 

A. History of Project
 

The Kenya National Youth Service (NYS) was 
started in
1964 after Kenya gained her independence. Its initial aims were to
give agricultural and construction training to young unemployed

Kenyans, to build an effective work force for national development
projects and to provide an opportunity for former "Forest Fighters"
(fighters for independence) and members of "Youth Wings" (ofpolitical parties) to hclp with the development of their ,ou-ntry.The service offers a two-year education, training and work program.
All servicemen are volunteers.
 

While several other donors have topr.,,vided assistance

the NYS, the United States was instrumental in assisting 
the NYS in
reaching its training and work goals through training a cadre of

administrators and youth leaders and the provision of equipment,

spare parts, clothing, food, 
 and other supplies. M..st of thisassistance was provided in 1965-66, with supplementary e:a-pmentprovided in 1968. 
 in addition, A.I.D. grant-finances an ongoing contract
with t.e W,'rld Organizat ion f;r Rehabilitation ,-i..ugh iing
 

>4-o-(ORT) to est.ablish an.. initially staff the 
 r.,ca'i. tra-imrgoentier i-r Mmbasa. * 

The U.S. equipment provided was from 'V ex.:esi propertystocks in 1965-6 and mcost qualified observers agree that' t.e qutinti'y:)f equipment provided was more impressive t.ian its qualrity: 203
ex:cess vehicles (mostly trucks) 
 and 87 item of e:;cess heavy equipmerit made up the bulk of the A.i°D. e;uinme :t .St stance pi ovided
the FY,., This equipment -,a,,been the bazL-.cne 
 the TT?, While 
.:,me of the equipmcnt !as pr.,ved 
 ry..erv e i.e.- ft. -ame of "7ai!,.,d t, b deadiined arid the -emc der : ce , g ,r,-e, ard mna.-tined if nesessi ty (ra2though at very Ih , ) 1. r. eeme 

aure available. lhat the ,Y2 ha ken' 
 ,f, ',f t- mupme,
opei atzun i ; a cred 0. to it , ma .rtena e 4. 11 d. c nn4*,mey t 
to main4aLr. .inst.ruction progres., t the pro' r( t t 

On May 8. 1.96' th.e Governmer:t of Ker va m de foramalapplication for loan assistance for equipment for tie .o Ar A/W

team consisting of an engineer and a loa officer revleTej most ofthe NYS's field activities and appraised tre prop.r.,ec prcjectFebruary 1970. 1n
 

*See Appendix 
D, Exhibit 6 for details.
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B. A.I.D. Development Strategy in Kenya and Country Team Views
 
on the Project 

A.I.D.'s basic development strategy in Kenya is to support

economic development in the country with special emphasis on agricul
ture, education and selected infrastructural emphasis. U.S.G. policy

towards Kenya also places emphasis on internal integration, reduced

unemployment, social cohesive±,2ss, security and regional cooperation

in the Horn of Africa.
 

The Country Team strongly supports the proposed project as
 a mechanism to assist several important goals of the GOK and of USG

policy in Kenya: 1) the educational/training programs of NYS are 
seen
 
as important to addressing the problem of school-leavers and the

unemployed; 2) regional cooperation between Kenya, Ethiopia and

Somalia will be furthered by the major projects on which the NYS is

working; 3) the NYS' practice of recruitment from all parts of the
 
country and mixing all tribal groups is an assist in promoting national

unity, and; 4) the road projects of the NYS are an important de'n.lop
ment contribution and will assist the political integration of tie
 
country.
 

The GOK strcngly supports the proposed loan and the

development projects on which the NYS works. 
 The GO reiterated its
 
need for assistance to the NYS to Secretary Rogers daing his
 
February visit to Kenya. 

C. Borrower
 

The Borrower will be the Govcrrj.ent of Kenya and the admin
istration, 
 operation and maintenance of the project equipment will be
vested in the National Youth Service. 
The IYS is budgetarily and

administratively under the control of the Ministry of Labour, although

its budget is separately upon
voted by the Kenyan Parlianent. Detaili
1n the INYS's budget are found in Section I.. C. Sectionl 1A cortain
discussion on the arrangements for maintenance 
 of tIie eqcipment :.() 
be procured.
 

AID believes the .HYS to be a w~1l run orgE .4iat-,m While
the INYS is a recognized uniformed service in Kenya, no'-armnests ,.,r
military activities are associated with the NYS pr.Jgr m. Appensi4: Bpresents a comprehensive report on the operat'ng policies of the 1YC 
froja recruitment through placement.
 

Over the past six years the number of servicemen in the
N,.YS has fluctuated between 3,000 and 5,000 which makes the NYS one
 
of the largest such services in the free world. 
By 1970 over 11,000
 
young Kenyans had passed through the NYS,
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Training and work camps are located throughout Kenya; each
 
was established to permit specific vocational training activities
 
associated with productive work projects. 
The_Jeduarters Unit in 
Nairobi administers the program, maintains the NYS's equipment,
c&diucts-special seminars and has a holding unit for special short-term 
work assignments. The camps at Turbo and Yatta contain large model
 
farms. Gilgil is the NYS's basic training camp. The camps at

Laisamis and near Kitui are associated with major highway construction
 
activities. 
At Mombasa a Vocational Training center teaches-motor
 
mechanics, turning and fitting, electrical installation, masonry and
 
carpentry. 
A women'" camp at Naivasha teaches domestic science and
 
farming. Other smaller units are 
associated with smaller construction
 
projects.
 

Over the past five years the service has undertaken the
following major rdevelopment projects: the 'Nairobi-Addis Ababa' Road

(in association 
rith the Ministry of Works), the Thika-Seven Forks-Kitul-

Garissa Road (part of a larger project eventually to reach the
 
Somalia border), major bush clearing at Yala, Shimba Hills and Gedi,

the South Abadares Rcq~d (36 miles) earth work at the Nairobi (Embakasi)

airport, road -,ork in t'.-Nairobi Game Park and Oldonyo Subuk Game Park,

The NYS has also provided invaluable assistance in emergency situations.
 
e.g. famine r.lief, clearing the back-log of cargo from Kilindini
 
Locks, and minor water project:;. 
 Two of the road projects (Nairobi-

Addis on whicA1 over 125 miles -av 
been ccmpleted and Thika-Garissa
 
on which 86 riles have been ccmpleted) are continuing uder construc
tiorn. The r.mainder and several other smaller projects have been
 
completed.
 

Under the 1970-74 Kenya Development Plan the NYfS will

continue its important role in the development of Kenya's infrastruc
ture. Over the next few years isthe NYS slated to commence other 
major development projects: 4 airstrips, a large rural settlement
 
scheme, and major bush clearing associated with Kenya's tsetse fLy

control program. 
The NY'S's current and proposed projects are discussed
 
in detail in Section TI. B.
 

II. PROJECT ANALYSIS
 

A. Technical Analysis
 

1. Project Description / 

The loan wilL finance the purchase ofoad construction

and maintenance equipment to support the development -pr-
 m under
taken by the National Youth Service (NYS). 
A full listing of the
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required equipment, totalling approximately 241 items, is found in
Appendix C, Exhibit 1. This equipment will upgrade the NYS capabilities through increased training and productivity. 
NYS volunteers
will receive on-the-job training as equipment operators and maintenance mechanics on construction and agricultural equipment; at the
same time their efforts 
are providing a 
measurable end-product by
the construction of roads, cleared agricultural land, air strips for
remote areas, and the limited production of agricultural goods.
 

2. Technical Requirements Analysis
 

At the present time NYS activities are limited because
of antiquated, obsolete equipment. 
Many pieces of equipment are
deadlined and cannot be economically repaired. 
Others are deadlined
due to the lack of spare parts and extremely long delays in ordering
parts from the U.S. 
The majority of the construction equipment was
obtained through the A.I.D. excess property program and gnerally
is veiy old which results in limited work capacity and frequent
breakdowns. 
Local dealers while maintaining adequate parts and
spares for equipment of recent manufacture do not, nor should they
be expected to, stock parts for twenty year old bulldoze.6 or motor
graders. 
In spite of these very difficult and continuous obstacles,
the NYS is operating well but at 
a reduced scale in seventeen
locations throughout Kenya including Rift Valley Province, Western
Province, Eastern Province and the Nairobi and Mombasa areas.
 

Appendix C Exhibit 2 presents an analysis of' thepresent makeup and 
future requirements for INYS heavy equipment
including a detailed analysis illustrating how the exact numbers
of equipment items were arrived at. 
 This equipment is and will be
deployed throughout Kenya on the IYS's project6. At the present time
there is a shortage of useable equipment and the IUYS' 
equipment is
sparsely deployed, with the major concentration of equipment on the
2 highway projects (for details on current deployments on the
Addis-Nairobi road 
see 2a(l) below). 
 Since the NYS is primarily a
training 4nstitution designed to train young men and women from all
narts of Kenya at the same time producing measurable end-products
soich 
as roads, br-.dges, culverts, airstrips, cleared land, etc,,
is understandable that works and training i 
it
 

representative parts of Kenya as possible. 
undertaken in as 


To help clarify the
many
 

complex disbursement of the NYS forces, the program is best
described as three major components:
 

1. Major Roads Unit
 
2. Minor Projects Units
 
3. Camps and Farms Units
 

These components are described below:
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a. Major Roads Unit
 

1) Nairobi-Addis Ababa Road
 

This road starts from a point south of
Isiolo (about 177 miles north of Nairobi) and terminates at Moyale
(Kenya-Ethiopia border). 
The total length from Isiolo to Moyale is
about 300 miles. The construction was 
started in September 1965 and
is expected to be completed by mid-1973. 
As of February 1970, 125
miles of the road has been completed. 
The road has been designed by
the Engineering Departmenb of the GOK Ministry of Works. 
The pavement
is 24 feet wide with 3 feet shoulders and is gravel surfaced.
design speed is 60 miles per hour. 
The
 

The construction is being supervised by Ital Consult, S.P.A. of Italy. 
The total estimated cost is
$14,000,000. 

The National Youth Service (NYS) and
unit of the Ministry of Works are one
engaged in the construction of the
pavement, whereas major structures, bridges, etc., 
(B.S.S. 153, IA
loading) are being constructed by a private contractor, Kenya
Construction Company.
 

The present rate of construction is .our
miles per month. 
The maximum rate of construction achieved was
eight miles per month (average). The projected rate -'ith new equi,ment will be ten miles per month.
 

The proda-tion of the excess property
equipment on the project due to its age and the lack of spares is
very low, about 10% effective when compared to newer and higher

capacity machinery.
 

As for the road from Nairobi towhich is classified as Isiolo,
a major trunk road, approximately 137 miles
have already been paved with bituminous concrete and paving is in
progress on the remaining 40 miles. 
The paving is carried out by a
private local contractor.
 

2) 
Kangondi-Kitui, Kangondi-Garissa and
 
Garissa-Somali border roads
 

The total length of the "angondi-Kitui road
is 27 miles, Kangondi-Garissa is 151 miles anc 
G'.issa to the Kenya/
Somalia border is 128 miles.
 

The NYS started the c&'struction (including
major and minor structures) of the road from Kangondi to Kitui in
October 1965 and as 
of February 1970, eighty-five miles of the road
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had been completed. 
The road is expected to be completed by early
1971 provided new equipment is made available. With new equipment

the road from Kangondi to Garissa is scheduled to be completed by

1975. 

The construction of the road from Garissa
 
to the Kenya-Somalia border is planned to be included in the next
 
GOK five year development plan (1975-80).
 

The roads (Kangondi-Kitui and Kangondi-

Garissa) have been designed by 
a private consultant, East African
Engineering Consultants of Nairobi according to Ministry of Works
 
standards (gravel surfaced, design speed 60 miles per hour). 
 The
 
construction is supervised by the same firm.
 

b. Minor Projects Unit
 

1) Air Strips
 

This unit has just completed a gravel

surfaced air strip 3,600 feet x 300 feet at Nitmanga (Rift Valley

Province) and has started construction of a similar strip at
 
Ferguson's Bay on Lake Rudolf (Rift Valley Province), and the

construction is expected to be completed by April 1970. 
Additional
 
air strips will be constructed as follows:
 

Estimated Period of
Location 
 Province 
 Construction
 

Moyale Eastern 
 June 70 - Sept. 70
El Wak North East 
 Oct. 70 - Dec. 70
 
Samburu * 
 Eastern 
 Jan. 71 - Mar. 71
Amboseli * Rift Valley May 71 - July 71 
Buna 
 North East 
 Sept, 71 - Dec. 71

Laisamis 
 Eastern 
 Jan. 72 - March 72
Kitui Eastern May 72 - June 1972
Lamu Coast Sept. 72 - Dec. 72 

* Air strips to serve tourist spots (Game Lodges) 

2) Flood Control Unit
 

This unit is located at Port Victoria
(Western Province) adjacent to Lake Victoria. 
The unit is primarily

charged with the construction of drainage ditches, levees, 
access

roads and other structures required for flood control and drainage.

Engineering and other criteria are 
supplied by engineers of the

Water Development Department of the GOK Ministry of Agriculture. As
 
of February 1970, the National Youth Service had completed work
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valued at $17,000 and the work remaining on this particular phase is
estimated at $6,000 and is expected to be completed by June 1970. 
At
present, the Water Development Department's budget for the NYS work is
$28,000 per year. 
The budget will be increased as 
soon as 
it is known
that the NYS can produce more work wiun the new equipment. 
The WDDcan keep the NYS on its work for at least another four years.
 

3) Rural Roads: Two Units
 

One unit will be located at Kinangop in Rift
Valley Province and the second unit will be located at Kericho in Rift
Valley Province. 
The units will be responsible for the betterment of
existing rural roads, tourist roads, agriculture feeder roads and
drainage structures. 
These units will also be responsible for the
construction of 1000 miles of rural roads in the next four years. 
The
estimated construction cost per mile will vary from $4,200 to $11,200.
Moreover, 366 miles of settlement roads are to be constructed by the
NYS in the next two years. All engineering and inspection will be
provided by the Engineering Department of the Ministry of Works.
 

4) Bush Control and Tsetse Control 

This unit is required for Lambwe Valley(Nyanza Province) and Port Victoria area (Western Province).
of bush clearing The areasto be done are: Lambwe Valley - square10 miles; PortVictoria area 
- 17 square miles.
 

c. Camps and Farms Unit 

There are twelve separate units in this caregory.
six of which are: headquarters unit, central stores,driver training school, Nairobi personi 
central workshops,
 

l holding unit and the
Strategic Reserve Unit, all of which are in the Nairobi area, but no
contiguous. These units perform functions as indicatedPlans are being made to all of 
by their namns. move these units a andto newefficient morecentral location about six miles south of 1Jairobi. Thi.swill probably take about thr-o years to complete. 

m)-e 

The remailing six units and theiras follows: Gilgil, basic functions aretraining and agriculture; Vocational TrainingCenter at Mombasa; Turbo, agriculture; Yatta, agriculture, Arcners
Post, work unit; and Naivasha, women's training and agriculture.
 

3. Onerational Capability
 

The whole purpose in acquiring new construction equipment
is to provide, as economically as possible, the desired end products
(roads, air fields, etc.) while providing the facilities to train the
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youth of Kenya in the utilization of modern construction equipment. 
In
support of the NYS capability to absorb and properly utilize the equipment

to be procured under the loan, the AID/W Engineer visited a number of the
 camps, observed construction work in progress, viewed classroom training

and inspected housing. 
In all cases the construction work was carried
 
out in accordance with Kenya road standards; the camps and accommodations
 were above local standards; the utilization of available equipment and

the training were consistent with what could be expected of any construc
tion contractor. These rates of progress are within keeping of Kenyan

rates of progress and were evaluated by AID staff as acceptable.
 

At present,training of operators and mechanics is carried
out with measurable production although curtailed by lack of serviceableequipment. The program is significantly assisted by the efforts of some
twenty-six volunteer technicians from Japan, Norway, Germany (W)Denmark and by other expatriate staff members. 

and 
The skills provided by


these volunteers includes mechanics, welders, machinists, electricians,

road construction foremen, surveyors and one mechanical engineer. 
The

volunteer and paid expatriates assigned to the NYS were found to be competent and dedicated. 
The NYS has been assured that as many volunteers
 
as 
can be readily used are available and it is expected that as the
program grows so 
will the number of volunteer and paid expatriate staff.

Classroom training while rudimentary is well organized and geared to
provide not only the broad scope of construction and automatic machinery

but instructs maintenance and repair engineers in the more specific

areas such as 
starters, cL,.tches, armatures, brakes, engines, etc.
 

With the arrival of new machinery the NYS will realign
their present construction machinery and training programs. 
Obsolete
and unrepairable equipment now on hand will be surveyed for lisposal.,
The residual of the current old equipment will be distributed to the

various work sites and will be put into service for production. These

old machines will also be used for training of volunteers. As training
progresses, the volunteers will be moved on to newer equipment, 
This
proposal will assure maximum usage of operable old equipment.
 

The excess equipment which will be salvaged for this
training purpose has been identified. The ITYS proposes to use this
equipment until no longer operable. Sufficient spare parts are on
hand for the forseeable future, but no major expendituxes will be made 
on additional spare parts inventory for equipment near the end of it's
useful life or for equipment supportable from local private spare parts
inventories.
 

4. Maintenance Capability 

The Kenya Ministry of Works (MOW) is now in the process
of negotiating contracts with major local equipment suppliers and service
organizations for provision of complete service and repair activities.

Such contracts*will minimize down time, reduce the extent of MOW
 

* Which will be financed by the GOK. 
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investment in repair facilities and provide for scheduled on-site
maintenance of their equipment. 
These proposed contracts also provide
for on-the-job training of MOW personnel on a rotating basis. 
The NYS
is strongly considering a service contract of this type,and it will be
patterned after the MOW contract when finally consummated.
 

The present NYS mechanical staff are as follows:
 

1 - Senior Superintendent 
1 - Superintendent 
2 - Inspectors 
7 - Foremen
 

23 - Mechanics
 
1 - Road Constructor 
9 - Plant instructors 

24 - Volunteer expatriate technicians 

AID believes the NYS mechanical staff to be competent and of adequate
number to nandle the present and proposed equipment fleet.
 

The maintenance plant facilities are at the Central
Workshops in Nairobi, Instruction/Diagnostic Plant, Addis road plant,
Kitui road plant, Mombasa, Gilgil and Turbo. 
The workshops are well
equipped. 
Recently the West German Government has promised equipment
costing $13,000 and the Japanese Government has promised equipment worth
$11,00 with some more next fiscal year.

for 

The GOK has allotted $196,000
spare parts and fuel for the current fiscal year.
 

At the present time the central maintenance workshops
and the NYS' warehouse are located in a Nairobi facility, but apart
from the NYS headquarters establishment. 
While the workshops/spare
parts inventory facilities are adequate to handle the present fleet
plus the proposed equipment, it is desirable to have the maintenance
and warehousing operations in more spacious facilities.
 

The NYS is planning to consolidate its several Nairobi
facilities within the next few years; these plans include an expansion
of the maintenance facilities( under GOK financing). 

5. Selection of Work Projects, Provision forE
Design and Supervision Services
 

The NYS selects the project on which it works from those
offered to it by the MOW and other Ministries. 
The NYS has more projects
offered to it than it can handle, hence it is selective in what it agrees
to undertake. Projects are 
selected if they offer training and on-thejob opportunities and are suited to the resources available to the NYS.
Most NYS work is being done for various sections of the MOW, 
the
Ministry for whom the NYS works acts as the project owner.
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All designs and site supervision for construction projects

(roads, air strips) accomplished by the NYS are provided by the MOW
 
in-office personnel or by private consultants under contract with the MOW.
 
For other works such as flood control and bush clearing, the work is super
vised by technicians of appropriate ministries. 
The two major projects
 
are more than adequately supervised by competent contract engineering

firms (ItalConsult and East African Engineering Consultants).
 

6. Project Cost Analysis 

In order to determine as closely as possible the actual
 
costs of this equipment CIF Mombasa, Kenya a number of manufacturers
 
and their supply and service agents were queried for costs and equip
ment descriptive data. 
The data thus obtained was used to describe
 
and cost out the most appropriate and economical assemblies. For
 
example three of the major items are trucks 
- cargo - dump and buses,

each will have identical engines, clutches, axels and other components,

all fully interchangeable; only the bodies will differ. 
Other items
 
lending themselves to this type of assembly and exchange of components

have been treated similarly. With this and other information derived
 
from manufactures and shipping companies a reasonably firm estimate
 
including equipment costs, shipping, insurance and final service costs
 
has been developed. Costs thus developed for the equipment CIF
are 

Mombasa, Kenya 1970 - 1971. 
These costs are summarized in Appendix C,
 
Exhibit 3.
 

7. Technical Soundness and Evaluation
 

The AID/W Transportation Engineer and the A.I.Do Regional 
Engineer have reviewed the project and support it.
 

The equipment sought by the NYS has been reviewed with
 
the NYS and is considered appropriate for NYS' needs. A number of items
 
have been changed or adapted to provide maximum interchange of parts
 
on as many component, as possible. Where possible, diesel engines will 
be procured to be compatible with Kenya's diesel truck economy. Thus,

the costs for fuel, service and repairs will be held to the minimum. 
The estimated cost of this equipment does not include spaire pau:is 
since
 
it is the policy of MOW not to tie up large sums of capital in spare
parts inventories rather on servicebut to rely local organizations for 
spare parts as needed. Under such a policy it is imperative that,
competitive bidders be required, through the IFB, to have existing

service facilities and parts supplies available in Kenya prior to
 
bidding on the major items, 
There are at present, several manufacturers
 
who can satisfy this requirement for bidding; thus, competitive bidding
 
on this procurement can be assured. 
In a few instances, however, a
 
waiver might be required by A.I.D. to permit sole source procurement.
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Example - Self Propelled vibrating rollers. 
In no case will equipment
be procured and shipped to Kenya for which spare parts are not immediately
available.
 

All technical and engineering requirements of the Foreign
Assistance Act of 1961 and its amendments have been met, in that: 1)
funds will be used in a technically sound manner, 2) the country's
principal A.I.D. officer has certified that the country is capable of
effectively maintaining and utilizing the project, 3) engineering plans
necessary to carry out the project and reasonably firm cost estimates
have been completed and 4) the loan agreement provides for U.S. approval

of contract terms and firms.
 

B. Economic Analysis
 

1. Introduction
 

The NYS is operated in order to provide training and to
perform developmental tasks. 
These twin objectives lead logically to
a 
two-fold analysis of the benefits which can be anticipated from the
proposed equipment p1irchase, namely, the benefits the equipment can
give to the training programs and the benefits attributable to the new
equipment which the Kenyan economy can expect from the development construction and agriculture programs on which the equipment will work.It is herein submitted that the benefits from the training or thedevelopment programs alone would be sufficient to justify the equipment,but together these twin benefits form the basis of a very attractive
 
economic rationale.
 

2. Benefits from Training
 

The NYS is extremely conscious of the fact that its
success can best be measured on how well its 
'graduates' fare in the
job market. 
For this reason the NYS has assisted in the job placement
of NYS servicemen and women and has kept track of their post-service
earnings and employment records. 
From these records it is possible
to compute the increment in income received by volunteers who have
passed through NYS as opposed to what they would have earned if theyhad not been trained and had not had the work experience offered bythe NMS. Further, it is possible to break out those volunteers who
have worked in the mechanical area to relate their post-service income
level to the experience they received while in the NYS.
 

Normally about 20-25% of the on-board NYS volunteersare working directly as equipment operators, drivers, or in the
mechanical and skilled trades; another 30-40% are in basic and other
educational programs; about 10% are clerks, typists, storemen or
uniform and shoe makers; while the balance are in camp support and
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general labor positions. 
 (The current deployment of NYS volunteers is
shown in Appendix D, Exhibit 1.) 
 In January 1970 595 volunteers were

assigned as 
equipment operators, drivers and in mechanical and skilled

trades. This is considered a low figure in that if there were additional

equipment available more volunteers would be assigned to mechanical tasks.
The success of the training efforts can be judged in a number of ways.

Eighty percent of those volunteers who take driving tests pass. i.e.,

about 70-75 volunteers a year pass driving tests while in the NYS.

Similarly around 80 volunteers a year pass heavy equipment plant operator

tests; in past years this has represented a pass rate of over 91% of

those taking the tests., 
 But most important in gauging the effectiveness
 
of the training is the post-service employment record of ex-servicemen.
 

Every effort is made to help the ex-servicemen find

employment although no promises to this effect 
are made at the time of
recruiting. 
One of the senior staff officers spends much of his time
 
on employment placement, with considerable success.
 

Historically, about one-third of those leaving the NYS
 
are discharged directly into employment, and perhaps another third

within the next nine months. 
A number make no attempt to obtain
 
employment, returning to their family holdings. 
Of late the number
 
leaving the NYS for employment has been rising.
 

Typical jobs gained by ex-servicemen and women (besides

the trades for which the Vocational Training unit at Mombasa offers
 
training) include working as clerks, drivers, storemen, secretaries,
 
game scouts, police-assistants, agricultural demonstrators and
 
farmers. 
Employment is found in both the Government and private
 
sectors.
 

The chart below indicates the direct employment place
ments of which the NYS has record covering the period since the
 
inception of NYS.
 

Direct Discharge into Employment
 

(1965 - January 1970)
 

Police & 
Government Uniformed Private 

Service Services Sector Total 

Men 
Women 

170 
40 

1,280 
37 

1,825 
108 

3,275 
185 

Total 3,460
 

NYS estimate of those
 
entering into employment
 
within a day or two of
 
leaving the Service. 
 400
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For the period July 1968 through June 1969 placements
 
were as follows:
 

Police &
 
Government 
 Uniformed 
 Private


Service 
 Service 
 Sector 
 Total
 
Men 
 90 
 220 
 620 
 930
Women 
 23 
 12 
 49 
 84
 

Total 1,017
 

In an effort to analyze the success of their programs,
the NYS surveyed employed ex-volunteerr by taking a random sample of
one-third of the ex-volunteers employed in each employment category.
It was determined that 70% of the male employed ex-volunteers w;ere
in jobs where their NYS experience as 
drivers, equipment operacors
and skilled tradesmen was a direct factor in their employment. This
in itself is an important indication of the key role experience vith
mechanical equipment has as a background for getting employment. The
NYS estimate 
 that up to 20% of the female employed ex-volunteers
 are similarly employed in jobs where their direct or indirect NYS
experience with equipment, vehicles, etc. 
was a factor in their
employment. 
Thus of the July 196 8-June 1969 'graduates' about 651 men
and 15 women are thought to owe their employment to the equipment and
mechanical-related experience they had while in the NYS. 
If the NYS
continues it3 current level of recruitment, i.e,, a total force of
3,000 volunteers, it can be expected that about 651 men and 15 women
per year will leave the NYS for jobs which they would otherwise not
have been able to obtain save for their equipment-related experience
in the NYS. However, given the plans of the NYS (and the Ministry
of Labour) to expand the NYS by 500 volunteers annually until it
reaches 5,000 volunteers and given the proposal to expand the NYS's
usable equipment fleet, it 
can be expected that additional numbers
of volunteers will be working w.ith equipment in the years ahead. 
 If
the percentage of men and women volunteers associated with equipment
and having equipment-related experience in the NYS remains constant.
it can be expected that as 
a minimum the following numbers of
equipment-related NYS 'graduates' will be employed in the years

ahead: * Number of Men 
 No. of women
Total Number taking equipment-
 taking equipment- Total
 

Of Volunteers relatedjobs 
 relatedjobs

1970 
 3,500 
 651 
 15 
 666
1971 4,000 760 18 778
1972 4,500 868 
 20 888
1973 5,000 976 
 998
1974+ 5,000 

22 

J.,084 25 1,109
 

* With added refinements in the training program and with additional

placement efforts it is probable that these figures could be increased.
Over the period of the analysis some increases should occur, but these
 are not included in the projections therein.
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An examination was made of the average earnings received
by ex-volunteers as compared to what other comparable Kenyan youth earn
who have not been in the NYS. 

summarized in Appendix D Exhibit 

The 
2. 

results of this study are graphically

As the graph indicates, the NYSdraws from primary school leavers who due to lack of qualificationsand/or funds are without hope of a place in secondary school.youth generally are left at Such


the subsistence level. 
When they do find
jobs it is at the lowest end of the wage scale, barely above subsistence,
at wages between $15.4c and $24.50 per month. 
On the other hand, the
NYS male employed 'graduate" on the average earns $38.50 per month his
first year of employment and $45.50 per month his second year of
employment. 
Employed female ex-volunteers enjoy a considerable wage
premium earning on the average of $59.50 per month their first year of
employment and $70.00 per month their second year of employment. 
Taken
on an annualized basis the wages of ex-NYS volunteers and comparable

non-NYS youth are shown below:
 

Annual Wages Ex-NYS and Non-Males and Females
 

1st year Wage 
 2nd + year Wage 
 Difference
Non-NYS 
 Ex-NYS Non-NYS 
 Ex-NYS 
 1st yr. 2nd+ yr.
 
Male $210.00 $462.00 
 $294.0 
 $546.oo $252.00
Female 147.00 $252.00
184.80 714.00 * 
 84o.oo 
 567.00 
 6
 

The difference between wages ex-NYS volunteers earn over
what comparable non-NYS youth earn is the best measure of the benefits
of the NYS training prograr" 
 In compiling the extent of these benefits
it has been assumed that the value of the NYS trainingex-volunteer remains with theso that throughout his working career he will earn morethan enmparable non-NYS youth; although both might have increases in
pay as their work experience increases, the ex-NYS volunteer can be
expected to be a jump ahead of comparable non-NYSof the persons. For purposesanalysis it assumedis by the Kenya Ministry of Labourincome differential achiex.:d by men in their second 
that the
 

year of employment
will obtain for an additional 18 years (assuming a minimum of a total
20-year-period the man is in paid employment) and a total women will ;wdorkof at least 5 years. 
that 

Since the equipment to bethe loan is supplied underassumed to have a useful life of 10 years, the totalof training benefits measureassociated with the equipment is found by addingthe incremental income received by ex-NDYS graduates who work with the
equipment over the 10-year life of the equipment, 

: These figures are skewed higher by secretarial positions. 
 For purposes
of this analysis those women who receive jobs in the mechanical and
quasi-mechanical fields are assumed to receive the average male wage.
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Appendix D, Exhibit 3 presents two analyses of the benefits 
due to training. One i- based on a continuation of the present number of
NYS volunteers (3000) and the other is based on an iu.creased number of

NYS volunteers using projections given above on page 13. 
The projections

indicate that the total value of the training benefits applicable to

equipment related programs will be over $31 million if the number of NYS

volunteers is held at the present level, and if the number of NYS

volunteers is increased per the NYS's projections, the training valuewill be over $47 million. Discounting these sums to their present values
and applying to them the present value of the equipment plus all training
and operational and support costs associated with the volunteers while they

are (or will be) in the service yields a rate of return (i.e. that rate

of interest at which the present value of the project's cost equal the
 
present value of the associated training benefits) of 12.-16% 
, detailed
 
and shown graphically in Appendix D, Exhibit 4. 

3. Benefits from Development Works Projects
 

When the NYS was formed, a decision was made only to
undertake major nat:.onal development projects under the National Develop
ment Plan. 
This wak' because it was felt that such projects can only be
done by a large force of disciplined men and, conversely, a large force

of disciplined men could not be used efficiently on, for example, small
self-help housing projects, which, anyway, were a local respor-sibility,
This policy has recently been re-examined and retained. 
It was this
decision which prompted the NYS to seek the donation of road-building

equipment from USAID.
 

At first it was difficult to obtain national projects foi

the Ser-v-ice to work on because it 
was unknown and untried. Eventaally,

the breakthrough came when the Nairobi Game Park allowed the Service o
undertake a small dam 
- building project. The completion of this projec4
well within schedule and budget paved the way for further contracts and
the NYS is now one of the biggest road-building contractors in Kenya. 

The projects undertaking in the past and presently beinegimplemented are shown on the next page. An analysis of the economic
value of the initial projects on which the proposed equipment ill 
work is presented below. 

a. Nairobi-Addis Ababa Road
 

One of the two major projects oni which the NYS willwork over the next several years will be the Nairobi-Addis Ababa road
which covers approximately 295 miles of all-weather new and upgraded

road from Isiolo (174 miles north of Nairobi) to the border with

Ethiopia at Moyale. A similar road is being constructed north of the
border by the Ethiopians. The roads are the consequence of an agreement
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negotiated by President Kenyatta and H.I.M. Haile Selassie I aimed at
promoting economic, political and defense ties between the two countries.
Second only to the Great North Road (Nairobi-Arusha) in the 1969-1974
Development Road Programme, the road receives a very high priority by
the Ministry of Works, the Government's executing agency. 
The
Government of Italy is providing approximately one-half of'the costs of
the project under a long-term financing arrangement (for details see
Section II.D.4).
 

Construction of the project commenced in late 1965
with the NYS providing all the equipment and laborers, however in its
first three years the project was plagued with security problems in the
project area. 
Numerous extra police were hired to protect the projectwork, but progress was limited to as little as 1 mile per month. ByJanuary 1968 only 15 miles of road had been completed.project suffered additional problems due(i) 
Since 1968 the
 

to having to pass through
areas with black cotton soil which necessitated extra work, and (ii)
to the inadequacy of the NYS equipment (all of which was old excess
property) and the lack of availability of spare parts for the equipment.
Because of these problems in mid-1968 the GOK decided to deploy
Ministry of Works forces and equipment on the project. 
 Since that
time the MOW has supplied about half of the equipment and many of the
skilled men on the project with the NYS supplying the remaining skilled
men, equipment and the labor force. 
Because of a much easier security
situation and because of the added equipment on the job, construction
progress has begun to normalize, e.g. in 1969 an average of 6- miles per
month was completed. Nevertheless, the inefficiency of the NYS equipment continues to slow down the project. 
The project consultants'
(ITALCONSULT) records for December 1969 dramatized the difference in
the MOW and NYS equipment:
 
Comparison of MOW and NYS 
 Heavy Equipment
 

December 1969
Percentage of Hours for Each One
 

Productive Work 
Maintenance 
Fuel & Travel Idle Time
 
MOW (4 scrapers) 
 67.4% 
 8.8% 
 18.5% 
 5,3%
NYS (2 crawlers


2 scrapers) 
 41.0% 
 36.1% 
 16.5% 
 (,41
 
It should be noted that according to the consultant both the MOW and
NYS equipment are comparably operated and maintained. The major
difference between the equipment is its age and operating capability,
The NYS equipment is much older and far less powerful due to smaller
motors.
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ITALCONSULT has formulated a work program based upon
existing factors calling for completion of the road by the end of CY
1973. 
However, of particular interest to this analysis, the firm has
also computed an improved work schedule based on new equipment for the
NYS, all other factors held equal. The new equipment would be assumed
to have a larger capacity and would attain the same estimated percentof time in productive work as MOW equipment, about 60%, versus aprojected 45% of time in productive work if the old NYS equipment is
ret&ined. 
Given the more difficult terrain the project passes through
during its 1970 work program, ITALCONSULT estimated (January 31, 1970)
that the following combined monthly output could be achieved by the
MOW and NYS with new NYS equipment:
 

Average Monthl 
Production June-December 1970
With 
 With 
 Increment due to
Existing Equipment New NYS Equipment * New NYS Equ* 
t
Aver. 
 Aver. 
 Aver. 
 Aver.
Miles 
 Cu. Yard Miles 
 Cu. Yard Miles Increase
 

Pavement &
other works 
 5.69 20,936 9.04 
 32,603 3.35 
 58.9/
 
Earthwork 
 5.74 102,737 
 9.04 178,800 3.30 
 57.5,
 
The impact of new equipment, even if it arrived in early 1971 as proposed
in this paper, would be extremely significant for this project; the
project's completion would be speeded greatly leading to an earlier
achievement of the project's benefits, and the cost of the project would
be cut. 

staff. 


Regarding the latter point, there are now 36 in supervisory
The net man-months of supervision (and labor) saved by an
increased of productivity of over 50% would be large. 
In addition
overall maintenance expenditures and operating expenditures per unit of
equipment should dramatically decrease. 
 These benefits and savings are
considered important by the GOK.
 

It should be noted that a detailed economic feasibility of the project was not undertaken since the GOK and Imperial
Ethiopian Government made a firm commitment to the project on the basis
of then pressing political considerations. Nonetheless, the project
should have important consequences for Kenya. 
The road's political,
administrative and general economic importance is recognized by the
Country Team which stresses the regional economic importance of the
road. 
Of interest to the question of the economic importance of the
 
* Assumes new equipment arrives by June.
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road is a study of the Ethi.opian side of the project, ("The Dilla -Mayole Highway," Planning and Programming Division, Imperial (Ethiopian)
Highway Authority, December 1964) which contains the only hard data 
on roads in the Kenya project area. On the basis of user savings on
 
present and projected traffic, the study of the 274 mile road running

north of the border concludes that project benefits will exceed its
 
costs by a very wide margin. It is not expected that the Kenya side

of the project will be as economically attractive as the Ethiopian

side, nonetheless, the project still should prove of economic value to
Kenya and its construction will open up a large area of the country to
 
potential economic use.
 

b. Thika-Garissa-Somalia border road
 

This project is the other major development project

which will continue to be worked on by the NYS over the next few years.

At the present time only a few items of the proposed AID-loan financed
 
equipment is slated for this project since the Japanese Government has

offered to provide equipment for this project. But there is 
a possi
bility that more of the AID-financed equipment will work on this
 
project.
 

The project begins 28 miles northeast of Nairobi and

entails the new construction and upgrading of a major route to Kitui-

Garissa and eventually to *the Somali border to the east. 
 The current

road is badly aligned and depressed so that driving is difficult in

the dry season and impossible in the wet seasons. 
 The NYS is acting as

the sole 'contractor' for the project. 
The NYS has already completed

the first segment of the project (Thika-Kangonde, some 60 miles of
 
road). Direction for that segment was provided by the firm of BalfQor

Beatty and Co., Ltd. 
 Currently work is being done on the Kandonde-Kitui
 
segment of the project, a segment 34 miles long of which 25 miles have

been completed. 
Both Balfour Beatty and East Africa Consultants have

complained about the current state of the NYS equipment. 
 Both firms
 
attest to the satisfactory operating practices of NYS volunteers;

however both have stated in their reports that the NYS equipment is far
 
too old to be of value to this kind of major project. Much of the

equipment is deadlined. A recent A.I.D, inspection of the project

found that the major equipment spread did not have a piece of equipment

newer than 1951. That the equipment was operating at all signified

the skill of NYS and MOW mechanics, East Africa Consultants report

that currently (February 1970) $10,000 per month in spare parts is

required to keep the remaining equipment spread operational. (The
iverage monthly expenditure for spare parts for the period 7/1/69
L/31/70 was $8,750.) This is about double what such expenditures

3hould be. Thus the major short-term benefits to this ongoing project
 
* Work is under the supervision of East Africa Consultants 
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of supplring new equipment will be similar to those discussed above
relative to the Nairobi-Addis Ababa Road; namely, more production at
less cost per unit of production and a quicker completion of the project.
 

The project's long-term benefits have been studied
in depth by the Ministry of Works ("Final Loan Application" prepared
in early 1970) and the U.S. Firm of DeLeuw, Cather International ("An
International Road Link Between the Republic of Kenya and the SomaliRepublic," October 1969). The latter study was AID-financed. Itconcluded that the overall project (Thika-Chisimaio) had an internal rate
of return (IRR) of about 7% if two-lane pavement were used throughoutand an IRR of 11.5% if The road was single lane from Kangondi eastward.
The Ministry of Works study concentrated on the Kangondi-Garissa and
the Kangondi-Kitui sections of the road; the Garissa-Border segment,
scheduled under the development plan for construction in 1973-74 vill
be studied by the MOW later. 
The two studies are consistent in that
both hold that the western sections of the road are more feasible than
the area near the Somali border. 
 The MOW study has been reviewed and
is deemed reasonable. 
 The cost estimate of the sections studied was
estimated at $3,929,000. 
The study concludes that the Kangondi-Kitui
section of the road has an IRR of 22% and that the Kangondi-Garissa
section of the road has an IRR of 15%, 
In addition to the economic
justification, based largely on user savings, the 14OW report emphasizes
the importance of the road to improving administration and services 1,1

the area. 

c. Rural Settlempnt Roads 

This project, too, shall basically utilize ejuipme:.not provided under the proposed loan, however a discussion of the pr,,jectgives added insight into why the MOW regularly involves the IJYS inKenya's development projects and also gives an 
opportunity to review ,
important aspect of the NYS's future workload. 
Details below are take.
from a report done for the MOW by Sir Alexander Gibb and Partners in
November 1968 ("Report on Settlement Roads, Phase 1).
 

The project involves building 56O miles of lowstandard access roads including 48 bridges and major drainage struct ire.at an estimated cost of $1.3 million. The roads will 
te in 115 settlement schemes located in Central and Western Kenya. 
The schemes 4ele
developed by the Department of Settlement between 1962 and 1966, Largescale farms were purchased by the GOK and converted into plots ofbetween 10 and 70 acres. 
 Long-term loans were provided by the
Government to enable the plot solders to purchase and develop the land,The subdivision of the land and the associated access road and drainage
layouts were planned and carried out by the Government, however, the
lack of finance curtailed the scope of construction work and for the
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most part this was limited to the grading and shaping of earth tra--ks.
In spite of this the land has been densely settled. In due course thecondition of the tracks deteriorated and some fell into disuse. In
 
most cases they are now impassable in wet weather. 
This helps account

for the fact that the schemes are producing only about 30-50% of the
production originally estimated. 
On the basis of detailed sample

studies the Gibb report estimates that the IRR of the project will be
in excess of 23%. 
Most of the benefits will accrue because of farmers
being able to bring perishable production, particularly milk, to market.
A.I.D. has reviewed the Gibb study and found it to be a well handled
 
ana ysis.
 

Of particular relevance to this paper is the attention
given by the Gibb study to the most feasible way of carrying out theproject. 
A detailed analysis comparing the productivity of hand labor
 as 
opposed to machine labor concluded that machine labor would be far
 more appropriate for the project. 
However, due to the low cost of the
roads and their being scattered over a widespread area, it was recommended

that considerable savings 
over the cost of employing contractors and
designi/supervision engineers could be effected by setting up properly

equipped construction units under the control of the 1.inistri 
 of Works.
The Ministry of Works agrees with this recommendation, but doe!s not
 
wish to establish additional work units under its owm wing, 
 'nus ithas turned to the iYS for assistance. The MOW has proposed that -heNYS provide some skilled men and a large complement of wiskiLled workers
to carry out the project. On its side the MOW 
 will provide equipment

(most of which will be new) supervision (including engineers to perform
ite design work) and some skilled manpower. The GOK end the Country

Team believe this will be a very significant project 
 in trie Governmen. 's

r,ural development progran.
 

d. Rural Airstrips 

The NYS is now looked upon as providing the onlyfeasible means of constructing low cost rural airports. Recently theMOW asked the INS to construct a rural airport at Namarga, 103 milessouth of Nairobi. At the saone time a contractor was employed to build 
a comparable airstrip at Lungalunga, 72 miles south of Yombasa. TheMOW reported that although it -..as the first airstrip done by the N1YS,the IYS job was ompleted on schedule, at tne satne quality of work asthe contractor':: a.. 1 as accomplished at half the cost. Now the NfSis slated to carry out a progrm of constructing rural airstrips which
will constitute an ongoing minor works program for the NYS. 

The justification for this activity varies with each
field. 
 Come of the localities have existing airstrips, but these rangefrom being in poor repair to being dangerous to use. 
 All are in frontier
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areas where reliable links for administrative purposes and flying doctor
services are important. 
Some fields will be used for tourism, some
have commercial value (such as the field at Ferguson's Gulf), 
some will
be used to send in food in famine periods (as at Moyale) and some have a
security aspect. 
 The fields will cost from $14,000 to $28,000 depending
on their location. 
Each will take from two to four months to complete.

The MOW will maintain the strips.
 

e. NYS Agricultural Projects
 

At the Turbo and Yatta NYS farms and to a lesser
extent at 
other locations, farming is pursued as a ttcining progLram and
to provide food and income to the NYS. 
In recent years the marketed
production of these farms has yielded the GOK a cash income of $25,000/
year. 
Yatta farm is somewhat typical in this respect. Its production
of cotton and livestock yields about $14 ,000/y-ear. Further it has been
 an important training center for agricultural workers. 
The Yatta camp
commandant estimates that about 300 of his 
'graduates' work at two
nearby agro-industrial plants (one of which is run by Del Monte).
Besides being run for training purposes, the farm is a demonstration

and production center. 
Experts from the Department of Agriculture

assist the direction of the demonstration plots. Settlement near the
farm has been encouraged so that local farmers can closely observe the
demonstration fields and can attend special demonstration classes.
Production at the farm is held down by there being only one mechanized

vehicle, an overworked tractor. 
The loan project will provide an
additional tractor and other vehicles to Yatta. 
The NYS and the local
Yatta officials fully expect the farm's consumed and marketed output
to greatly increase because of the additional mechanized equipment.
 

4. Project's Economic Soundness 

To briefly recapitulate the previous two sections, it
has been shown that the Internal Rate of Return is 
12-16% usirg the benefits
of NYS training alone for the NYS training programs related to proposed
equipment, 
rates of return which alone could justify the project. Added
to this return, however, is the economic value of the projects on which
the proposed equipment will work. 
It has not been possible to compute
a combined value of the projects the proposed equipment wll work on
over the lifespan of the equipment. 
What has been attempted is an
illustrative analysis of typical projects; this has shown the positive
developmental importance of the NYS's work. 
The Project Committee has
concluded that the project well meets the economic soundness assurances

required of FAA§ 201(b)(2) and 201(e).
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C. 	Financial Analysis
 

1. 	Project Requirements
 

The total financial requirements of the project are
summarized below. 
(For details see Section II, A and Annex C.)
 

Total Foreign Exchange $3,500,000 92.6
Total Local Cost 
 280,000 
 7.4
 

Total Project $3,780,000 100
 

2. 	Project Financial Plan
 

It is proposed that the financial requirements of the
 
project be met in the following way:
 

Foreign Exchange Local Cost Total 
A.I.D. Development Loan 
G.O.K. Contribution 

$3,500,000 

$280,000 
$3,500,000 

280,000 

$3,500,000 $280,000 $3,780,000 
The 	A.I.D. loan will cover all of the foreign exchange costs. 
A.I.D.
will restrict the use of its financing to procurement, shipping and
insurance services and goods of United States source and origin.
GOK 
 Tne
will finance all associated local costs of the procurement, 
sucy
s inland freight and will finance all costs in establishing a sinking
fund for the replacement of the equipment provided under the loan which
used on development construction projects.
 

In 	keeping with the Country's economic situation analysi-s
presented as Appendix E and the findings of the February 3-4, 1970
Consultative Group for East Africa sessions on Kenya4* that a substan'iai
part of financial aid to Kenya be on concessionary terms, it is proposed
that A.I.D. approve a loan of $3.5 
million to the GOK for 40 years
ji-luding a ten-year grace period with interest of 2% per annum during
t..-; grace period and 3% thereafter.
 

Not 	thought to be large 
-
i.e. less than $25,000.
** In 	which the United States participated.
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3. Recurrent Costs of NYS
 

This section will discuss the recurrent costs of operating
the NYS. 
Section II.D.7 will discuss financing the replacement of the
 
project equipment.
 

Over the past five years the recurrent budget of the NYS
has been about $1.3 million/year. 
These budgets are detailed in Annex
D, Exhibit 5. 
NYS's budgets have remained steady even though the number

of volunteers fluctuated between 3-5,000. 
There are many 'hidden'

variables which explain a considerable part of why the enrollment and

work of the NYS has changed so much with so little variation in its
budget. 
The biggest single factor has been the A.I.D. grant assistance
 to the NYS. 
Over the past 5 years A.I.D. has granted a t~tal of $3.6
million to the NYS: 
 $1.05 million in 1965, $1.26 million in 1966,

$.49 million in 1967, $.50 million in 1968, $.25 million in 1969 and

1970. This assistance covered a wide variety of forms and is detailed

in Appendix D, Exhibit 6. 
The effect of this assistance was to allow
the NYS to grow rapidly in its early years since the A.I.D. assistance
 
nearly doubled the resources available to the NYS. 
To a certain
 
extent the NYS was able to live off of this assistance even as late as
1967/68. 
Then as the NYS was thrown more and more onto its own 
resources

and as its development work expanded, it was forced to shrink the
number of volunteers in the Service. 
Additional hidden elements of

expenditures arise because the NYS receives support (lately of about
$200,000/year) from Ministries which employ tho NYS on development

projects, i.e. development funds are 
paid by spcnsoring Ministries
 
to the NYS for certain operating cowts incurred by the NYS on development
piojects done in conjunction with these other Ministries. In addition 
to this, technical assistance in the form of expatriate personnel and
technical/artisan volunteers has been granted to the NYS by donor
 
governments. 
 (See the following section.) The value of this aid has
 not been calculated. 
Finally, the NYS produces an increasing amount of
its own food and clothing requirements and this production has not been
 
given a value.
 

An analysis of tho NYS's recurrent expenditures indicates
that the current budgetary level of $1.3 million/year allows the NYS
 
to handle about 3,000 volunteers. 
Given the GOK's plans to increase

the NYS by 500 per year until the NYS reaches 5,000 volunteers and

given the apparent end of donor grant commodity assistance, the recurrent

budget of the NYS will have to increase, but not proportionately, bo

accommodate the planned expansion. 
Ministry of Labour officials

responsible for the review of the NYS's budget are aware of and sympa
thetic to this need. An additional budgetary need will arise as A.I.D.

phases out its support of technical assistance efforts at the

Vocational Training Center (VTC) at Mombasa. 
The cost of the A.1oD.- grant

supported ORT contract at Mombasa has been about $130,000/year.
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4. Other Donor Assistance
 

Other donors have supplied direct technical assistance to
the NYS and indirect assistance to it by supporting the development
 
projects on which the NYS works.
 

Soon after the NYS was started, the British Ministry of

Overseas Development supplied 
seven British training officers with
 
relevant experience. 
Two of these were employed as headquarters staff
 
and the rest worked as second-in-charge to Kenyan Unit Commandants. 
One

of these British training officers remains with the Service and is

responsible for post-service placement efforts. 
There are five German
 
mechanics working on vehicle repair and maintenance. They are supported

by a German private aid organization, the Friedrich Ebert Stiftungo

Other Germans have worked on agricultural projects. There are two
 
former Danish volunteers working as 
salaried technical aid personnel

(one teaches in the education program at the Vocational Training Unit,

the other supervises one of the farms). 
 NYS now has 26 expert volunteers
 
working with it now from a number of countries. Japan and West Germany

have also supplied shop tools and equipment on a grant basis.
 

The Government of Italy is providing loan assistance of
4.7 billion lire (approximately $7 million) for the Nairobi-Addis

Ababa Road. 
Eighty percent is tied to Italian goods and services and
 
twenty percent is for local costs. 
The terms are 18 years including a

three-year grace period; interest at 4% per annum. 
Approximately $5
 
million of the loan has been drawn down.
 

The GOK is negotiating with the Government of Japan to
utilize nearly $600,000 of a $5 million yen credit to purchase equipment,

for the Thika-Garissa Road. 
The terms of the Japanese credit, which
 
v;as signed in 1968, are 18 years including a five-year grace period;

.nterest at 5,75% per annum. 
The loan is 100% tied to Japanese goods;

75% for capital goods and 25% for consumer goods which may be used
 
(under an SLC arrangement) to finance local costs. 
Negotiation for use

of part of this credit for the Thika-Garissa Road has run into difficulties
 
since it appears that the GOK is being directed to a specific manufacturer s
 
products.
 

The World Bank Group has not assisted the NYS, although
the IBRD has noted approvingly the work of the NYS in its December 1969
 
report on Kenya. 
Since 1960 the Bank Group has lent over $85 million
 
to the GOK and $110 million to East Africa Regional projects.
 

At the Consultative Group for East Africa meeting on

Kenya, Paris February 3-4, 1970, the United States delegation announced
 
that the USG was considering a loan for equipment for the National
 
Youth Service.
 

UNCLASSIFIED
 



UNCLASSIFIED 

-26

5. 	Export-Lnport Bank Clearance
 

On 	May 7, 1970 the Ex-Im Board of Directors determined
that it would express no interest in the project due to the need for
 
concessionary project financing.
 

6. 	Repayment Prospects
 

The repayment prospects for the proposed loan are deemed
reasonable. 
A discussion of this matter is presented in Annex E.
 

7. 
Effect on U.S. Economy, U.S. Balance of Payments and
 
U.S. 	Enterprise
 

This loan will promote U.S. business interests through
the restriction of its proceeds to financing the procurement of goods
and services related thereto of U.S. source and origin. 
The loan will
have no adverse impact on the U.S. balance of payments as 
the 	loan funds
will finance only U.S. goods and services. All loan proceeds will
finance goods and services provided by private U.S. firms.
 

D. 	Implementation
 

1. 	Implemen~ation Plan
 

The GOK has considered very carefully whether excess
property equipment could fill its needs to re-equip the NYS. 
GOK
officials are unanimous in recommending that only new equipment be
purchased for the existing needs of NYS. 
They 	point out that the
 
existing used equipment is suitable for training purposes, but used
equipment is not suitable for the important development project work
assigned to the NYS. 
Further the GOK is not satisfied with its
experience 
ith 	excess property. 
Indeed the GOK views on this subject
are identical to the findings of a recent AID. audit of the project
(Audit Report No. 7/70 (K-5) dated September 8, 1969): "The provision
of excess property equipment and spares has been deficient in the
following areas throughout the life of the project:
 

(1) 	Delay in delivery.
 

(2) 	"A large proportion of the equipment received was
 
either incomplete, required repair, or had passed
 
its useful economic life.
 

(3) 	Some machines were unsuitable for the type of

projects now being implemented by the GOK...."
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Added to this (because of the age of the equipment) were numerous problems

in maintaining adequate and appropriate spare parts either from excess
 
stocks or the commercial market. 
Finally, as discussed below (II.D.4), t ,e
GOK is anxious to implement a sinking fund plan to perpetuate funding for

replacement of NYS equipment. 
This type of scheme would be impossible if

used equipment of uncertain value formed the basic equipment complement
 
of the NYS.
 

Because of the above factors, the GOK request for loan

assistance is predicated on seeking financing only for new equipment.

The Project Committee strongly agrees with the GOK request and proposes

the following implementation procedure and sched'ile based on the rondition

that new equipment be supported by A.I.D. financing. (The Project

Committee has already determined that new excess property equipment of
 
the types desired is not available.)
 

2. Implementation Procedure
 

The GOK through its normal governmental procurement

procedures will administer the procurement of the financed equipment.

Procurement will be by formal competitive bidding under the management

of the MOW. 
 Because of the urgency of receiving replacement equipment

for important ongoing development projects, A.I.D. has been assisting

the GOK in preparing procurement documents. 
A.I.D. provided under
 
grant-financing an equipment specialist who assisted in the preparation

of technical bid specifications. 
Under the loan additional assistance
 
in preparing the bid documents will be provided as needed. 
Also
 
loan-financed assistance will be provided to inspect the equipment at
 
the factory prior to shipment and upon its arrival at Mmbasa, Kenya,

The cost of all this assistance will be about 
- of the total cocst uf
 
the project.
 

In order for the new equipment to provide effective
 
designed production and operation, spare parts and major repair service
 
must be immediately available. 
In most cases repairs are the replace
ment of worn or damaged parts and shouldn't take long to put the
 
equipment back into productive use. It is proposed by NYS to have the
 
invitations for bid (IFB) equipment specifications so structured as
 
to require all potential bidders to provide assurance that a local

(Kenya) c-apability is available to provide all spare parts, repair

machinery and service technicians. This requirement will eliminate
 
the 6 to 12 month delays now being encountered while waiting special

shipments of parts from the U.S. for models and makes of U.S. equipment
 
not sold or serviced in Kenya.
 

A.I.D. plans to restrict the use of the equipment to
the training programs of and the development programs undertaken by

the ITYS. * The Loan Agreement will require the GOK to submit to AoI.Do
 

The NYS undertakes projects because they fit into the NYS' goals and
 
programs. 
A.I.D. will neither approve nor examine beforehand each
 
project on which A.I.D.-financed equipment will be used.
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annual reports for the life of the equipment (10 years) on the use being
put to the equipment, on the training and development program accomplishments of the NYS, and on the status and operations of the maintenance

and replacement sinking funds (described in Section 4 following).
 

3. Implementation Schedule
 

The following axe key target dates planned for the

project's implementation:
 

Advertise Synopsis 
 6- 1-70
 
Specifications Approved 
 8- 1-70
 
IFBs Issued 
 8-15-70
 
Loan Conditions Precedent Met 
 9-15-70
 
Bids Awarded 
 10-15-70
 
Shipments Arrive 
 3-15-71
 

4. Replacement of Project Equipment 
- Sinking Fund
 

For some time the GOK has desired to establish a sinking
fund for maintenance and replacement of the NYS equipme±.t similar to
the successful sinking fund operated since 1949 by the Mo," for its

equipment. 
Now that the NYS will have new equipment which can be
accurately evaluated and for which scientifically determined user
charges 
can be made, the GOK intends to proceed and establish a sinking

fund for the NYS. The Project Committee notes that the sinking fund
scheme cannot be established unless new equipment is involved. 
This

perpetuating scheme is highly desirable and is another reason that ne.;

equipment is recommended for this 1:roject.
 

The fund will be established and operated with theassistance of the 14OW whose owm fund, carefully reviewed by A.I.D., 
is
a model of this type of funding scheme. The MOW scheme and the
proposed NYS scheme is based upon the equipment used on development

projects earning a fixed fee for each hour of deployment on the project,

Part of the fee is set aside in a maintenance sinking fund and part in
 a replacement sinking fund. 
 Fees for each type of equipment may be
adjusted periodically to reflect changed conditions. 
The funds in
the sinking funds are invested to yield an added return to the fund
(last year investments of the MOW fund j-,ded income which increased

the fund by 15.2%). 
 One of the important advantages of the fund isthat very accurate management information is produced as part of theaccounting necessary to o -;erat= the fund, e.g. the MOW is able to check
 on 
the utilization of each item of equipment, the effectiveness of each
region's operations, and the capability of each maintenance section.
This type of information is not now satistically available to the NYS.
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The NYS has made plans to set up a completely new and
responsive cost accounting system, using two Danish volunteer expatriates
-
one a mechanical engineer experienced in construction accountancy, the
other an experienced cost-accountant. 
 They in turn will train local
staff. 
The NYS recognizes the need for timely and accurate cost accounting and is prepared to install a system responsive to its needs and in
keeping with GOK requirements and good accounting procedures. 
 These
expatriates will help start and run the proposed fund. 
With the establishment of the fund, the GOK hopes that the NYS equipment will be
self-perpetuating. 
A.I.D. believes the fund has a good chance of success
if ih is started properly. A loan condition will be that the sinking
fund be established and that the GOK provide an 
initial contribution
to the f)ud of an 
amount not less than $280o,000 (% 100,000), a sum
arrived at after close consultation between the NYS and the MoK operators
of its sinking fund, which is deemed to be a comfortable starting cushion.
 

5. Maintenance of the Development Projects
 

Of indirect concern to this analysis is being assured
that the development projects upon which the ITfS work will be properlymaintained. 
Heretofore most of these projects were maintained by local
goverinmental entities, although case

took primary maintenance responsibility, 


in the of major projects the MOW 
The GOK is not satisfied wi,;.the results of this maintenance system and the Goverormen- has decidedtc' assign fur/ responsibility for road and airport mainten.nce t.) 4.,-1,10W. A seven ye 'r highway and secondary road (and rural irprt)maintenance progrum was formulated by the MOW in 1969, The prograninv,11.e,_ a comitment for recurrent expendit .es of $115 m i11. ,vr-ra "even-ycar period and calls for external assistance of $10.5 m:.i- ,*for equipment, spare parts and technical training assistance. A, ares,.It of discussions with the IBRD, GOK hasthe revised its e-:tera1assistance .equest to $12,3 million. This reauest has been formulatedin detail ("Loan Application for Road Maintenance Project," MOW,November 1969). An IBRD appraisal mission concluded its field studyit,April and the IBRD is seriously considering financing the pr,,gram,A.I.D. has reviewed the proposed progrwn and finds it soundly ,;ncelveci,If supported by the Bank there would be added assurance thatdevelopment projects t.re upon which the NYS works will be malutwell .im:eO 
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APPENDIX A 
AID-DLC/P-904 
May 27, 1970
 

CHECKLIST OF STATUTORY C11ITERIA
 

DEVEILOPMENT LOAN FUND 

Many of the questions require only yes or no answers. 
Others, however,
must be answered more fully. 
 In those cases, a specific reference to
explicit discussion of the matter in the loan paper will suffice. 
 But
where the loan paper does not deal explicitly with a matter that clearly
requires more than a yes or no response, sufficient response must be
made to indicate that the matter has been appropriately considered.
 

The following abbreviations are used in the checklist:
 

FAA - Foreign Assistance Act of 1961, as amended, incorporating amendments
effected by the Foreign Assistance Act of 1968.
 

App. -
Foreign Assistance and Related Agencies Appropriations Act, 1969.
 

Space for answers is provided in the margin to the right of each question.

This form must be made a part of the Capital Assiliance Paper.
 

I. COUNTRY PERFORMANCE 

A. Progress Towards Country Goals 

1. FAA §§201(b)(5), 201(b)(7),
201(b)(8), 208. Discuss the extent 
to which te country is: 

(a)Making appropriate 
efforts to increase foot? 
production and improve 
means for 'food storage and 
distribution, 

The GOK under its 1970-1974 
Five Year Plan is making a 
determined effort to increase 
and diversify agriculture pro
duc tion. 

(b) Creating a favorable 
 Kenya has a favorable policyclimate for foreign and 
 towards foreign investment;
domestic private enterprise many U.S. firms have operations
and investment, 
 there.
 

(c) Increasing the peope 's The Government has establishedrole in the developmentaZ Provincial and District Planning 
process. Committees to involve people


at the grass-roots planning level.
 
The GOK also is stressing rural
 
development and employment programs
to increase popular involvement 
in economic development. 
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(d) Allocating expenditures 
to development rather than to 
unneosoar mi Zitary purpoee 
or intervention in other free 
countries' affairs.
 

(e) Willing to contribute 


funds to the project or
 
program.
 

(f) Making economic, 
social, and political
reforms such as tax
collection improvements

achalecne inprolntr 

and changes in 
 land tenure 
arranqement; and making 

progrc,s 
toward respect

for the rule of law,

freedm of expression
 
and of the press, and 
recognizing the importance
 
of individual freedm,
 
initiative, and private
 
enterprise. 

(g) Responding to the 
vital econonic, political, 
and social concerns of its 
people, and demonstrating 
a clear determination to 
take effective self-help 
measures.
 

Kenya has a very low level of 
expenditure for military
purpO8se.. 

Yes. See Section I C. 2 and 3. 

Yes. Kenya is making reforms
 
in such areas as tax collection
 

and education and is encouraging

greater political participation.

The press in Kenya is relatively

free. Private enterprise is
 
encouraged.
 

Kenya has a well established 
world reputation for self-help

which is embodied in the 
expression "Harambee" which means 
working together. 
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B. Relations with the United States 
1. FAA 9620(c). Is the govern- No such indebtedness is known.
ment i;dbted to any U.S. citizen 
for goods or services furnished 
or ordered where: 
 (a) such

citizen has exhausted available 
legal remedies, including
arbitration,or (b) the debt is
 
not denied or0contested by the
 
government, 
 or (c) the indebted
ness arises under such'gOvern
ment's, or a predecessor's

unconditional guarantee?
 

2. FAA @620(d). If the loan isintended for construction or 
operation of any productive enter
prise that will ccmpete with U.S.

enterprise, has the country agreed

that it 
 will establish appropriate
procedures to prevent export to

the U.S. of more than 20% of its 
enterprise's annual production
during the life of the loan? 
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3. FAA 9620(e)(1). Has the 
colintry's government, or any' No such nationalization, 
agency or subdivision thereof, expropriationi nulffied con
(a) nationalized or expropriated tracts or discrimlnator taxes 
property owned by U.S. citizens against U.S. citizens.
 

or by any business entity not less 
than 50% beneficially owned by 
U.S. citizens, (b)taken steps to
 
repudiate or nullify existing 
contracts or agreements with such
 
citizens or entity, or (c) imposes 
or enforced discriminatory taxes 
or other exactions, or restrictive 
maintenance or operation conditions?
 
If so, and more than six months has 
elapsed since such occurrence, 
identify the document indicating 
that the government, or appropriate 
agency or subdivision thereof, has
 
taken appropriate steps to discharge
 
its obligations under international
 
law toward such citizen or entity?
 
If less than six months has elapsed,
 
what steps if any has it taken to
 
discharge its obligations?
 

'. FAA i620(j). Has the country No such mob action is known
 
pe2rntted, or failed to take to have occurred.
 
adequate measures to prevent, the
 
damage or destruction by mob action
 
of U.S. property, and failed to
 
take appropriatemeasures to pre
vent a recurrence and to provide
 
adequate compensation for such
 
damage or destruction?
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5. FAA 6620(t). Has the govern- Yes. 
ir.nt instituted an investment 
guaranty program under 
FAA 0221(b)(1) for the specific 
risks of inconvertibility and 
expropriation or confiscation? 

6. FAA 620(o): Fisherman's No such seizure is known. 
Protective Act of 1954, as amended N 
Section 5. Has the countrj seized, 
or imposed any penalty or sanction 
against, any U.S. fishing vessel on 
account of its fishing activities in 
internationalwaters? If, as a 
result of a seizure, the U.S.G. has 
made reimbursement wider the pro
visions of the Fisherman's Protective 
Act and such amount has not been said 
in full by the seizing country, 
identify the docuirentationwhich 
describes how the withholding of 
asnistance under the FAA has been or 
will be accoplished. 

7. FAA 9620(g). Has the country 
been in default, during a period 
in excess of six months, in pay
ment to the U.S. on any FAA loan? 

8. FAA 620(t). Have diplomatic 
relations between the country and 

the U.S. been severed? If so,
 
have they been renewed?
 

9. App. I06. Describe any 


attempt made by the country to 
create distinction because of
race or religion in granting 
personal or coercial access or 

other rights otherwise availab e 

oher.ritizns her al. e 

to U.S. citizens generally, 

No. 

No. The U.S. and .-enya continue 
to have good diplomatic relations. 

Kenya has made no such distinction
because of race or religion in
 

grantn peral or celigernian
 
granting personal or commercial
 access or other rights otherwise 
available to U.S. citizens generally,
 
Some problems have arisen where 
Kenyan residents of Asian origin
have not had commercial licenses 
renewed. This resulted from Kenya's
policy of having Kenyan citizens to 
maximum extent replace non-citizens 
in commerical acti.vilites, 
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C. Relations with Other Nations and 
the U.N. 

1. FAA 9620(i). Has the country No such assisance is known. 
been officially represented at
 
any international conference when
 
that representation included planning 
activities involving insurrection
 
or subversion directed against the
 
U.S. or countries receiving U.S.
 
assistance?
 

2. FAA §H62O(a)., 620(n); App.
 
_707(a)? 107(b)l 116. Has the No such assistance is known.
 
country sold, furnished, or per
mitted ships or aircraft under
 
its regiotrj to carry to Cuba
 
or Noi th Viet-Nxn items of
 
econci.(!, military, or other
 
ass i-stahoe? 

is F./F/A :tatuiiG( jn !u -1 14. Whzatdh of tte country 's There are no known arrearagesU.N. du-at,asosrnents, or other on Kenya's dues, assessments and

UblN. atioru ?aoes te loan othr- other obligations to the UN. 

'liation:;? Does theloan agree- The loan agreement will restrict 
11.1.n (.n,a of funds to payU.NZ. -... ,lt .. (ues, or loan funds only for the project. 
(1)12(2) 11 CS 

i. F r.20(i). Has the cowtry No.
,; (1, cd Fn or pn2epared for 

,%rcsCi w; militari/ efforts 
directed a,3ain.st the U.S. or 
COuntries5 receiving U.S. 
assistance? 

http:a,3ain.st
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2. FAA 9620(s). What is (a) An estimated 6.5%of Kenya's
the percentage of the country 's recurrent budget is devoted tobudget devoted to military pu- military purposes. The amount 
poses, and (b) the amount of of foreign resoures used to 
the country 's foreign exchange procure military equipment has beenresources used to acquire negligible. Neither A.I.D. develop
military equipment? Is the ment assistance nor PL 480 
ccuntry diverting U.S. develop- comodities have been diverted 
ment assistance or P.L. 480 toward military expenditures. 
sales to military expenditures? Kenya's rate of expenditure for 
Is the country diverting its military purposes has been quite 
own resources to unnecessary low. 
military expenditures? (Findings 
on these questions are to be made 
for each country at least once 
each fiscal year and, in addition, 
as often as may be required by a
 
material changie in relevant 
circians tances.) 

3. FAA 9620(v); App. n119. No. 
Has the country spent money for 
sophisticated weapons systems 
purchased since the statutory 
limitation became effective? If 
so., identify either (a) the 
doctonentation which describes 
ho, the withholding of an equiva-
Zenzt amount of AI.D. assistance 
has been or will be accomplished, 
or (b) the [residential determi
nation that such purchase is 
important to the national security 
of the U.S. so that no withholding 
is necessary. 
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I. " CONDITION OF 2IE LOAN 

A. Genoral Soundness 

Interest and Repgjment 

1. FAA 6201(d), 01(b)2L. 
Is the rate of interest excessive 
or unreasonable for the borrower? 
Are there reasonable prospects for 
repayment? What is the grace
period interest rate; the following 
period interest rate? Is the rate 
of interest higher than the' 
country's applicable legal rate of 
intcrest? 

The rate of interest is 
appropriate to the country's 
ecoomi at o e e 
Section II C. 2 and Annex E. The 
rate of interest is less than 
Kenya's legal rate of interest. 

Financing 

1. FAA £6201(b)(1). To what extent 
can financing on reasonable tenns 
be obtained from other free-world 
sources, including private sources 
within the U.S.? 

See Section II C. 4. Private 
resources for this type of 
project are not available. 

Econiie and Technical Soundness 

1. FA/ 90201(b) (2), 201(e). The 
aZ',tivity 's economic and technical 
soundner to undertake loan; does 
the loan application, together
with information and assurances, 
indicate that funds will be used 
in an economically and technically 
sound manner? 

Satisfied. 
hnd II B. 

See Sections II A. 7 
. 



2. FAA 611(a) (1). Have 
enigineering, financial, and 
other pZans necessary to 
carry out assistance, and a
 
reasonably firm estimate of 
the cost of assistance to

the U.S., been completed? 

3. FAA 0611(b); App. 11. 
If the loan or grant is for a
 
water or related land-resourde
 
construction project or progra, 
do plans include a cost-benefit 
computation? Does the project 
or program meet the relevant
 
U.S. construction standards 
and criteria used in determining 
feasibility?
 

4. FAA 5611(e). If this is a 
Capital Assistcwe Project with 
U.S. financing in excess of $1 

mZllion, has the principal A.I.D.
 
officer in the country certified 
as to the countvy 's capability
effectively to maintain and

utilize the project? 

B. Relation to Achievement of Country 

and Regional Gals 

Country Goals 

1. FAA §9207, 281(a). Describe 
this loan's relation to., 


a denoractic society af to 
assuemaxi paricipyadtonassure maximum participation 


on the part of the people in 
the task of econonic development. 

Satisfied. See Section II. A. 

Satisfied. 
See SectionSli.'A.B. 

Yes. The USAID/Kenya Director's
 
certification is attached as
 
Annex F.
 

Satisfied. 
The NYS integrates
 
youth from all parts of Kenya.
 
The project assists in spreading
 
participating of the development
 
process and in developing projects
which bring economic benefits to
 

phich brn 
e benei t

people all over Kenya. 
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b. Enabling the country to 
meet its food needs, both from 
its own resources and through 

development, with U.S. help,

of infrastructureto support 
increased agricultural 
productivity. 

c. Meeting increasingneed 
for trainedmanpower. 

d. Developing programs to 
meet public health needs, 

e. Assisting other important

econanic, political, and social 
developmnt activities, includ-

ing industrial development; 

grow':h of free labor unions; 
cooperatives and voluntary
 
agencics; ivprovement of 
traixportationand conunica
tion systems;; capabilities 
for pZanning and public 
adninistration;.urban 
dev' opUnent; and modernization 
of exi., ting laws. 

2. FAA .201(b)(4). Describe the 
activity 's consistency with and 
relationship to other development 
activities, and its contribution 
to realizable long-range objectives. 

Satisfied. 
The NYS demonstration
 
and production farms increase 
Kenya's agricultural production
 
while teaching agricultural skills
 
to hundreds of volunteers per year. 

Satisfied. This is the primary
benefit of the project.
 

Indirectly satisfied. The NYS
 
teaches basic hygiene and has
 
certain health control programs.
 

The project will directly or
 
indirectly assist all these goals,
 
save those related to labor
 
unions and modernization of laws.
 
See Section II. B. 1 & 2, and 3.
 

See Section II. B.2, II. B. 3 
and II. A. 2. 



In two ways, through the
 
3. FAA 9201(b)(9). How will the training and development programs 
activity to be financed contribute described in Section II. B and
 
to the achieve ent of aoef-eustaining by proposed equipment replacement
 
growth? program described in Section II.
D.4
 

4. FAA §201(f). If this is a Discussed in Section II. B.2 and 3. 
project loan, describe how such 
project will promote the country 's 
economic development, taking into 
account the country's human and 
material resource requirenents 
and the relationship between 
ultiate objectives of the 
project and overall economic 
development. 

5. FAA 201(b)(3). In what ways Section II. B.3o disci.sses this 
does the activity give reasonable fully. 
promise of contributing to 
development of economic resources, 
or to increase of productive 
capacities? 

6. FAA 281(b). How does the See Annex B. The project is not 
prograwi under which assistance is directly relate(' to skills 
provided recognize the particular enabling increased political 
needs, desires, and capacities of participation. 
the country's people; utilize the 
countni 's inteltectuale resources 
to encourage institutionaldevelop
ment; and support civic education
 
and training in skills required 
for effective participationin 
political processes. 
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7. FAA 6 01(a& How will 
this-loan encourage the country 's 

NYS trains manpower to participate 
efforts to: in .;h, general economy; its(a) inoreaeo the 
 development project work assists
flow of internationaltrade; (b) the flow of commerce (both forfoster private initiative and 
competition; (c) encourage 

domestic and foreign markets). 
development and use of coopera-

No direct or iidirect effect is
foreseen affecting the strengtheningtives, credit unions, and savings 
 of labor unions.

and loan associations; (d)
discourage monopolistic practices;
(e) improve technical efficiency

of industry, agriculture, and
 
comerce; and (f) strengthen

free labor wniono?
 

8. FAA 0202(a). Indicate the
Mount of money under the 

All of the loans proceeds, i.e.,
 
up to '$3,O00,000,
which is: going directly to 

loan 
will go directly

to financing U.ur.private enterprise; going to imports
purchased fromintermediate credit institutions private U.S. 
sources. None ofor other borrowers for use by 

the fun,'s will 
go to intermediate creditprivate enterprise; being used institutions.to finance imports from private

sources; or otherwise being used
 
to finance procurements from
 
private sources.
 

9. FAA 9611(a)(2). What Zegislo. No legislative action is rcquired,
tive action is required within the however GOK budgetary actions rePecipient country? What is the the establishment of a sinking5asis for a reasonable anticipation 
 fund will be required a conditionchat such action will be completed
1,n time of the loan.to permtit orderly accomplish
'lent of purposes of loan? 
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-- Regional GoaZs 

1. FAA 019. If this loan is See Section II. D. 4assistisng 	 re the rolea newly independent
country, to what extent do the 	

of the World Bank Group in Kenya.

The loan was mentioned at the
circumstances permit such 2/3-4/70 consultative Group
assistance to be furnished meetings chaired by the Worldthrough multilateral 	 Ban. 

organization 

or plans?	 e 

2. FAA §209. If this loan isdirected at a problem or an 	
The loan is not directed to
regional assistance, however the
opportunity that is regional in 
 NYS is working on two major roads
nature, how does assistance under 
 of regional significance.
this loan encourage a regional For
 
answer to the second question see
development program? What multi- Section II. D. 4.lateral assistance is presently


being furnished to the country? 

C. Relationto U.S. Econom 

-- Emp loynent, Balance of Payments,
PRivate Enterprise 

1. IMA 99201(b)(6)$ 102 F . Satisfied. See Section II. D. 7What are the possible effects of
this loan on U.S. economy, with

special reference to areas of substantial labor surplus? 
 Describe 
the extent to which assistance

is constituted of U.S. corrodities
 
and services, furnished in 
 a manner
consistent with improving the
U.S. balance of C.ayments position. 
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2. FAA 9§612(b), 636(h). What Covered by the Loan Agreement.
 
steps have been taken to assure
 
that, to the maximu extent possibie,
 
foreign currencies owned by the
 
U.S. and local currencies contri
buted by the co.,ntry are"utilized
 
to meet the cost of contractual
 
and other services, and that U.S.
 
foreign-owned currencies are 
utilized in lieu of dollars?
 

3. FAA §601(d); App. 9115.' If No U.S. engineering and professional 
this loan is for a capital pro- firms were utilized in preparing 
ject, to what extent has the the loan. A private U.S. expert 
Agency encouraged utilization of will assist procuremqnt (see 
engineering and professional, Section II.D). Expert reports by 
services of U.S. firms and their the GOK and U.K. consultants were 
affiliatcs? If the loan is to be used in the project analysis, as 
used to finance direct costs for mentioned in Sections II. B and D. 
contruction, will any of the 
contractors be persons other than 
qualified nationals of the country 
or qzalified citizens of the U.S.? 
If so, has the requiredwaiver 
been obtained? 

4. FAA 6;08(a). Provide infor- New equipment will be procured
 
mat ion on mea.,ures to be taken to under the loan. In the past 
ut~li:c U.,';. Govrmnent excess the NYS has received considerable 
personzl pn'opcrty in lieu of the U.S. excess property. See 
proczoa?ent of new itgins. Section II. D.l. 

5. FAA 0i602. WTat efforts have Assured by the Loan Agreement.
 
been made to a.ssist U.S. small
 
In.sinest to participate equitably
 
in the fzanishing of carrmodities
 
and services financed by this
 
loan?
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6. FAA 9621. If the loan pro-
vidae technical assistance, how 
is private enterprise on a con
tract basis utilized? If the 
facilities of other Federal 
agencies will be utilized, in 
what ways are they particularly., 
suitable; are they competitive 
with private enterprise (if so, 
explain); and how can they be 
made available without undue 
interference with domestic 
programs? 

Not applicable. 

?. FAA 9611(c). If this loan 
involves a contract for con-
struction that obligates in 
exaess of $100,000, will it be 
on a competitive basis? If not, 
are there factors which make it 
impracticable? 

Not applicable. Competitive 
procurement will be utilized for 
the purchase of equipment 
financed under the loan. 

.- Procuement 

1. FAA 01602(a). Will coianodit, 
procurement be restricted to U.S. 
except as otherwise determined by
the President? 

All procurement will be restricted 
to the U.S. 

2. FAA 8604(b). Will any part 
of' this loan be used for bulk 
comodity procurenent at acjusted 
p2ices higher than the market 
price prevailing in the U.S. at 
time of purohadce? 

No. 
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3. FAA 0604(e). WiZZ any part
of tX luan be used for procure
ment of any agriouZturaZ oamodity 
or product thereof outside theU.S. when the domestic price ofsuch commodity is less than parity? 

D. Other Requirements
 

1. FAA §201(b). is the country 
among the 20 countries in whichdevelopment loan funds may be usedto make loans in this fiscal year? 

2. App. 112. Does the loan 

agreement provide, with respect
to capital projects, for U.S.
approval of contract terms and 
firms? 

3. FAA 9620(k). If the loan is 
for construction of a productive
enterprise, with respect to which
the aggregate value of a6sistance 
to be furnished will exceed $100
million, what preparationhas been
mcde to obtain the express approval
of the Conqress? 

No. 

Yes. 

Yes.
 

Not applicable.
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.B 'FAA'620¢b) 1 
6_20(.f) App. 91O9(b). Kenya is not aHas the President detemined Communist orthat the communist 


country is onot dominated or controled communist dominated country.by the internationalComunist movement? If the country is a Communist

country (including, but not limited
to, the countries listed in FAA §6 20(f))and the loan is intended for economic
assistance, have the findings required
by FAA 9620(f) and App. p109(b)
been made and reported to the Congress?
 

5. App. §109(a). Will any military NO.assistance, or items of military

or strategic significance, be furnished
 
to a Communist nation?
 

6. FAA 9620(h). What steps have
been taken to insure that the loan 
 Loan Agreement.will not be used in a manner which,
contrary to the best interest of
the United States, promotes or

assists the foreign aid projects

of the Conunist-bloc countries?
 

7. App. 9118. Will any funds beused to finance procurement of iron
and steel products for use in 

No. 
Viet-Nam other than as contemplated by

0118?
 

8. FAA 9636(i). Will any part
of this loan be used in financing No.

non-U.S. -manufactured automobiles?
If so, has the requiredwaiver been
 
obtained?
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9. FAA 0962O(a) (1) and2). 620(p); No.
App. 911?. WT any aoeatarnce
 
be fumnehed or funds made avaiZable to the government ofCuba or

the United Arab Republic?
 

10. FAA 9620(,7). Will any part

of this No such A.I.D. compensation has been
Jan be used to compensate 
 paid in the past and none is
owners for expropriated or nationalized 
 pernissible under the proposed
property? If any assistance has 
 loan.

been used for such purpose in the
past, has appropriate rcimbursement
 
been made to the U.S. for sums diverted?
 

11. FAA 3 201(). If this is a Not applicable. 
Some subcontracts
project loan, what provisions have of NYS development projects
been made for appropriate partici- (e.g. major structures on roads)
pation by the recipient coztry's are awarded to private Kenyan
private enterprise? 

enterprises.
 

....App. 4. Does the loan Yes. The Loan Agreement restricts
"gareeznintbar any use of funds to the loan to the purposes of the pay penlions, etc.,, for persons project.
who are serving or who have served

in the recipient country's armned 
forces?
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BACKGROUND AND OPERATING May 27, 19?0PROCEDURES OF THE NATIONAL YOUTH 

SERVICE HISTORY AND AIMS 

The Kenya National Youth Service (NYS) was started in 1964 after
Kenya gained her independence. 
Its initial aims were to give training
to young unemployed Kenyans, to build an effective work force for
national development projects and to provide an opportunity for former
"Forest Fighters" (fighters for independence) and members of "Youth
Wings" (of political parties) to help with the development of their
country.
 

A target of 7,000 servicemen and women was set but has not yet
been achieved. 
Numbers reached 5,000 in 1966 but have since dropped
to about 3,000 because of temporary budgetary restrictions, however,
'he Government is committed to expand the NYS to 5,000 servicemen by
1974.. 
 The women's wing of the Service was not 
started -until 1966, and
now consists of about 10% of the total ser,,ice population,,
 

Those planning the program first ascertained 
-hat similarprcgrams in other African countries tended to cost between East African
100-200 pounds (U.S. $280 -560) per man per year, 
There seemed little
chance of running a substantially less expensive scheme.
,.nerefore felt that such a cost could only be 4ustified if the Service
 
It was
 

p'oduoed practical results in terms of national development, 
 Fhis
,elped to shape the policy of organizing the Service
:+.red so -hat all it
to recruits was hard work and hard conditions with no a-t
matic rewards or high pay or promises of later employment,
pz.i '.:-ar. as It was
a result. only genuine hard-.working applican,s wzuli '-_
=L acted 
 it was some 
'ime before this policy became widely known
:;n- accrp'ed by applicants but 
once it was, the Ser,;ice was in an
excellent position 
to produce value for money
 

T'he 
Service has successfully passed twof!s- c---'ica- point c'ri'ical poins Thewas 
the starting of [he Sertice.
m-.n-aou. pressure on .en.hee das.he organizers t: rapidly a.sorb large rum as
IICO a week) of m n of a wide range of ages., ab-iItii.s ard
nia,/ ,_f whom wete 
ex-soldies.m 

aTh,- second critical point was when the first ser;-iceme,dischargedo wer,-Their success of other-wisc inc,"ucial for the future of the Service. 
finding employ--n was


Unfcr tunately. the first
were enlisted for only one year and this was !oo short 
-.-c'i's
 

a time foi the
Ser:'ice to gain enough reputation or them to gain enough skilis
them to find employment easily. t.enable
They were offered the: chance •to r-ili
for another year (which most of them did) and at the end of that sea:
employment came much more easily and the situation has steadily imprc-.eA
even since. 
 At this date, over 11,000 young Kezyans have passed t:t: ;,.gh
the NYS.
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RECRUITMENT AND SELECTION 

The initial method of recruitment was to allow each Member of
Parliament to nominate 
a quote for the Service and as a result, in the
initial period, there were wide differences between the servicemen in
age and motivation. 
Now, recruitment and preliminary selection takes
place through existing administrative channels. 
When it is decided
that another intake is needed. notice is sent out to all District
Commissioners wh. qdvertise the fact locally. 
This occurs on the
 average of twice each year. 
The District Commissioners also set up
preliminary selection committees of local officials who do an 
initial
screening. 
 The two basic criteria are physical fitness and age.

Although the legal age range is 16-30 the aim is now to have as many
recruits as possible between 18 and 20. 
 The average age of the 1969
recruitees was 
18.9 years. 
 Recruits must have no dependents. Final
selection is done by a touring selection team of NYS officers headed
by the Assistant Director, Mr. Waruhiu Itote (the former Forest Fighter

Leader, "General Chaina," who is a national hero).
 

Great 
care is taken to ensure that the Service fairly represents
ethnic divisions in Kenyan society. 
This is done by nationwide recruiting
with a careful distribution of quotas to each District Commissioner so
'hat 
each tribal group gets a roughly proportional representation in
''ie Service. 
However, once recruited, the different tribal groups are
* 
,mpletely mixed throughout the Service. 
Apart from seconded aid
personnel, the officers are 
all Kenyan citizens and all are Africans
except the Director, who is a European born in Kenya. 
The Director

enjoys the highest confidence of the Government as evidenced by his
 
.Yeccnt 
receipt of a high governmental honor (equivalent to the O.BoE.).
 

The motivating factors for the applicants would seem to be 
a
mixture of' adventure and experience, training for later employment,
(ai.ough the Service makes no promises about. post-sertvice employment).,
ac,-al employment during the time they are 
if !he YS, subsistence and s 'tjr to their country. Of late, the Service s high reputation
h .ghouc Kenya has greatly helped recruitment 
 Whatever the motivat.ing
factcrs might he, there is little doubt that they are strong because'fLer are considerably more applicanis than the Scrvice can accept. 

PATTERN OF SERVICE 

Recruits contract for, a two-year term of se',iice. After 18mont.hs in the Service, the servicemen and wome, are allowed to leave
If .hey have employment to go to (Efter one year 
if it is t3 one of
the Kenya armed services). Otherwise, they servt cut 
their two years
and may re-enlist on a year-by-year basis if this is mut:ially agreeable.
 

The general pattern of service for men has been two months basic
training, six months manual field work (agriculture or bush clearing,
etc.) and three months centralized education and/or vocational training.

After this there is project work during which the volunteers are
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allowed to specialize in one or another of the fields offered
 
(agriculture, road plant operation, carpentry, fitting, turning,

motor mechanics, electrical installation and maintenance, masonry).
 

For women the pattern is: 
 two months basic training, two
months education, four months agricultural field work, followed by

specialization (storekeeping, secretarial, dressmaking, office work,
 
agriculture, driving).
 

Of late, the pattern of service for men has been changing in
that they are allowed to specialize much earlier. 
This is to enable

them to spend more time working for the Service after their training

and before they leave for their employment. Previously, the Service,

which had been very short of mechanics, for example, received little
help from the technically trained servicemen as 
they often left for
 
employment soon after training.
 

As the recruits progress through their basic training, educaticn,
and field work, the staff gradually sorts them into streams. 
 The most
wiiling and able get a chance to obtain t~chnical or NCO training;

less able serve out their time as 

the
 
orderlies, guazds, etc. 
 About two

tniid6 receive technical training of some sort, 
 Until recently, a
.r.cruitswillingness to undertake to re-enlist 
fo: a third year ca.'aed

weight when candidates for lengthy technical training were chosen.

HRwe ,er, the decision has been taken to allow recruits to begin ,echnica_I-aining earlier in their service and considerations of a third yea- of
e'-.ice has been removed from the criteria for en:trance into technica±
 
*'aining courses.
 

As a general principle, servicemen and workers are 
rotatede--?;een thc Serrice's camps in different parts of Kenya. Among oth'.err'..lgs, this helps them to know and understand tneir .*zn :cntry and is
 
diff e '. ' ibes.
 

SERVICEMEN' S PAY 

As uniforms, equipment, accommodation and food arcs all pr. 'ded
by "ie Service, there is little need for high pay, Servi-emen r-,cei'
'he equivalent of $2,80 
a month and $1.13 of this is r-tained by *he
 

r,,ice
under a compulsory savings scheme 
for all ser,IcJmen 7'.e
acrumulated savings are paid to the servicemen on completion cf' their
er-,iicc to help 1-hem over the initial period cf rese'lleme:n. inl

civilian life. 

The NYS's budget allows $56 per head for initial Ri: and equipment
iss-Ae and $28 per head per year for replacement. Food (the servicemen
 
are well fed with a balanced diet) costs 280 per head per day.
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GENERAL EDUCATION
 

All recruits receive some education (in English, math, science,

civics, history and geography) while in the Service. 
The wide
 
difference in previous educational experience (from nil to second year

secondary education) causes problems. 
Five streams are formed:
 
A --- no previous education; B --- educated up to Standard 1  3;


Standard 4 - 6; D --- attempted Kenya Primary Exam (KPE) and

failed; E --- passed KPE. 
When the Service was first formed only 36%
of its initial servicemen were literate. 
With a high demand for entrance

into NYA, the Service has been able to be more selective, and the literacy

rate of its 1969 recruitees force was 78%: 
the highest rate to date.
 

The teachers are recruited from Kenya's education system but many
find it hard to adapt to adult education and the Service has had difficulty

in maintaining its teaching strength. 
This has lead to a wider use of
 
international volunteers.
 

The Service has a library of 18,000 books which are distributed
 
am-ng libraries attached to all units. 
Nearly all the books have been

i-nated under external aid schemes, the selection of titles being done
 
I.y t.he Service's Education Section.
 

Previously, education was carried out in several NYS camps but it
has now all been centralized at the camp at Gilgil where 30 permanent

-lassrooms and accommodation for teachers have been built.
 

No educational certificate is given to the servicemen out they

ar,- allowed to take the KPE (at their own expense; the fee is 45/-,
i e $6.30, for 
someone who is not at school). Servicemen showing an
aptitude for teaching are encouraged and released early to go to Kenya's

Teachers Training College.
 

TRAINING
 

All recruits receive basic training for their first two months.Aitrough the NrYS is constituted as a disciplined force, there is no

w-apons-training or unarmed combat-training (when servicemen parade,
"&y do so with spades on their shoulders). Basic training consists

mainly of marching drill, physical education, care and maintenance of
 
pers-zal equipment, health and hygiene, etc.
 

All. recruits receive agricultura_ training during their initial
training period and some go on to specialize in agriculture. The NYS
 
-perates several farms of differing sizes including a 600 acre farm and
 a 10,000 acre ranch. Although the agriculture practised is basically

typical of the area, new crops are 
experimented with on model farms as
 
a demonstration to surrounding agricultural communities. 
 Increasing

attempts are being made to provide food for the servicemen directly

from NYS farms but the general rule is for the produce to be sold, with

the proceeds going to the Government. These proceeds are included as
 
a revenue item in the Ministry of Labour's budget. Those men and women
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who show particular interest and skill in farming are given extra
 
training and responsibilities. It is particularly hard to get the
 
men interested, as some aspects of agriculture are traditionally more
 
a woman's work, however, once it is demonstrated that farming can be
 
quite profitable if done competently, the prejudices tend to disappear.
 
From 1965 through March 1969, 465 NYS servicemen and women received
 
their certificates from the NYS's Farmers Training Centers. 
It is to
 
be noted that only 3% of the volunteers failed to qualify for this
 
certificate.
 

Until recently, the NYS ran a heavy plant operators' school
 
(bulldozers, graders, earthscrapers) based on continuing construction
 
projects in the Nairobi Game Park on the outskir.ts of Nairobi. This
 
training was then supplemented with experience on one of the several
 
major road-building and bush-clearing projects. This school has been
 
forced to close temporarily because of equipment shortages resulting
 
from the excess property equipment reaching the end of its useful life.
 
This field of training has been very popular with the servicemen and
 
many show great natural ability. Some recruits, both men and women,
 
are taught to drive ordinary vehicles (as opposed to heavy plant) and
 
are used as drivers by the Service. They too have good employment
 
prospects and are often hired by the Kenya Government.
 

The servicewomen receive basic training and most types of their
 
vocational training at their own camp at Naivasha in the Rift Valley.
 
Besides the agricultural and driving training mentioned previously, they
 
are trained as secretaries, storekeepers, clerks or dressmakers. Some
 
have also trained as motor mechanics or fitters, professions to which
 
heretofore they were excluded. The servicewomen drivers, clerks, store
keepers and secretaries are very important to the administration of the
 
Service. The woman's section of the NYS has been a major source of
 
supply of Kenya policewomen.
 

The most sophisticated type of vocational training the servicemen
 
can receive is at the Service's Vocational Training Unit (VTU) at
 
Mombasa, situated in a former British naval camp. Although the VTU is
 
run as a regular Service unit (i.e., it is a disciplined camp under a
 
Service Commandant), the technical training side is organized and
 
largely staffed by a Swiss organization, ORT, (the Organization for
 
Rehabilitation through Training) under a contract financed by USAiD.
 

The aim of the VTU is to train the servicemen to preapprenticeship
 
standard (Grade 3 Trade Test). 
 Training is given in masonry, carpentry.
 
electrical installation, motor maintenance, and fitting and turning.
 
The course has been specially designed by ORT for the particular
 
situation of the NYS trainees. There are very carefully worked out
 
lesson plans with a maximum of practical work, a minimum use of non
reusable materials (to keep expense down), a close relating of theory
 
to practice, and the making of useful articles as well as practical
 
exercises. Duplicated lesson notes are given to each pupil to keep.
 
A limited education program, mainly in basic math, is carried out at
 
the VTU in close coordination with the technical courses so that, for
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example, trainees meeting a certain calculation in their technical
 
training syllabus will have done that calculation a few days before
 
in their math lessons.
 

A new intake of about 90 trainees (15 in each field of training)

is made every three months. 
After nine months' training the servicemen
 
take the Government Grade 3 Trade Test and about 70 
- 80% pass (about

twice the national pass rate). From mid-1966 to March 1969, 448
 
trainees passed the Grade 3 test. 
Those who fail go out to the units
 
to work but can 
sit for the exam again at their own expense.
 

Until recently, servicemen came to VTU only after they had
 
a minimum of about nine months' service. This meant that by the time
 
they had been trained they had been in the Service for at least 18
 
months and so 
could leave if they found' employment. Many did and the
 
Service, which was very short of mechanics, etc., got little value out

of the men it had trained. Now policy allows servicemen to come to the
 
VTU after four months' service, thus allowing at least five months'
 
post-training work in the Service.
 

Regular NCO and officer training courses are held and i+ is

possible for a serviceman to rise through the NYS ranks to become a
 
gazetted (salaried) officer. 
Many of the better officers who reach a
 
gazetted rank make the NYS their career. 
The pay for NCO grades is:
 
lance-corporal $4.23/month, corporal $4.94/month, and sergeant $5.64/
 
month.
 

STAFFING
 

The staff is a mixture of salaried gazetted officers, unsalaried
 
NCOs, civilian employees, expert volunteers, and salaried technical
 
advisors supplied by donor countries. The expatriate staff members
 
come from a wide range of countries as a result of a policy of not
 
allowing any one country to have a predominan. influence.
 

The NYS is headed by a National Youth Leader, (a Member of
 
Parliament appointed by the President), whose main task is liaison with
 
larliament and advising the Minister of Labour as 
to the exercise of
 
statutory powers under the N.Y.S. Act. 
The permanent staff of the NYS
 
is headed by the Director, Mr. Geoffrey Griffin* (who reports to the
 
Permanent Secretary of the Ministry of Labour). 
 The Deputy Director
 
is Mr. S. A. Tongoi and the Assistant Director Mr. W. Itote. 
 In addition,

there 
are 78 other gazetted officers including Commandants of units,

Senior Training Officers, Training Officers, Assistant Training Officers,
 
Section Commanders and Section Officers I.
 

* Born 1933 in Kenya, educated in Nairobi, Army 1953-57, Deputy Commander
 
Youth Corps 1955-57, Youth Advisor to the Kenya Government 1957-64,

appointed Director of NYS 1964, officially honored by the Kenya
 
Government 1970, chairman and member of several government and civic
 
committees.
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Unsalaried NCOs include Section Officers II, Sergeants and
Corporals. Servicemen can 
also becbme "technicians", which designation
carries technical responsibility and authority but no disciplinary
authority (i.e., 
a Corporal is senior to a technician although both
are only two steps from the ranks, have the same amount of extra pay
and the same number of stripes  although worn in different ways).
 

The staff of the NYS has grown since its inception - authorized
establishment figures for the Service are as follows:
 

FY 1965 - 21 
66 - NA 
67 - 293 
68 - 331 
69 - 330 
70 - 339 

There are over one hundred civilian employees on the staff
accountants, secretaries, storekeepers, the vehicle maintenance
superintendent, mechanics, etc. 
Expatriate technical assistance is

discussed in Section II.C.
 

DISCIPLINE
 

The NYS treads a cautious middle path between the extremes of
rigid military discipline and a free association of people. It is basically
a voluntary force in that servicemen are not conscripts; they volunteer
to join. 
They are also free to leave at any time and at least 10%0 do)
either by asking to be released or by deserting. 
In neither case does
the serviceman incur any penalty other t an 
the loss of his accumulated
savings. Deserters are not searched for (as Army deserters would be)
except to recover from them any supplies they have taken with them and
to ascertain why they deserted.
 

But the force does use discipline. Punishments that can be given
t3 erring servicemen include confinement to barracks, extra fatigues and
docking of pay. 
The most serious punishment is dismissal from the
 
Service but this is 
rare.
 

Offenses requiring the more serious punishments (e.g. docking of
pay) must be referred to Headquarters for confirmation. An Administrative
Officer seconded from the Kenya Police is responsible to the Director
for this side of the Service's affairs.
 

The disciplined nature of the Service has a two-fold purpose. 
It
would be impossible to control and use effectively a large body of men
without some system of discipline and order, and the habits of selfdiscipline, respect, and punctuality, that the recruits learn prove
valuable supplements to trade skills when ex-servicemen seek employment.
 

UNCLASSIFIED
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AID-DLC/P-904 

LIST OF EQUIPMENT REQUIRED May 27, 1970
 

1. 	Major Roads Unit
 

a. 	Isiolo-Moyale Road (Nairobi-Addis road)
 

5 - Trucks cargo, 5 - 7 ton (diesel) 4 x 2 (dual rear wheels)
 

3 - Station wagons, 6 passenger (petrol)
 

4 - Half ton pick up trucks, 4 x 2 (petrol)
 

15 - Trucks, dump, 5 - 7 ton (diesel) 4 x 2
 

4 - Truck Tractors - prime movers (diesel)
 

1 for 30 ton low bow and 3 for 25 ton semi- 5000 gal.
 
water tanks)
 

4 - Motorized scrapers (621 or equal) 18 cu. yds; 
300 hp.
 

3 - Tractors track (D-8 or 
equal) 270 hp, flywheel
 

2 - Motor graders, 14-E or equal
 

2 - Wheel loaders rubber, 2 cu. yds. bucket - 100 hp.
 

4 - Rollers vibrating self-propelled
 

b. 	Kangondi - Kitui, Kangondi - Garissa Roads
 

5 - Trucks cargo, 5 - 7 ton (diesel) 4 x 2 (dual rear wheels)
 

4 - Half ton pick up trucks, 4 x 2 (petrol)
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2. Minor Projects Unit 

(a) Air Strips Construction 

(b) Flood Control 

(c) Rural Roads 

(d) Rural Roads Total 

2 x 4 - Trucks, flat bed, cargo, 5-7 ton 8 

diesel, 4 x 2 (dual rear wheels) 

1 x 4 - Half ton pick up truck 4 

5 x 4 - Tr'ucks, dump, 5-7 ton diesel, 4 x 2 20 

1 x 4 - Tractor track (D-6 or equal) 4 

120 hp Flywheel 

1 x 4 - Motor Grader (14-E or equal) 4 

1 x 4 - Wheel loader, rubber, 2 CY., 100 hp 4 

1 x 4 - Electric Generating Set, 15 kw, 220 V 4 

(e) Bush clearing and Tsetse Control 

2 - Trucks (flat bed, cargo) 5 - 7 ton 

diesel, 4 x 2 (dual rear wheels) 

2 - Half ton pick up 

4 - Tractors track (D-8 or equal) 270 hp FW 
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3. Camps and Farms Unit
 

(a) Headquarters Unit (Nairobi)
 
5 - Station wagons, 6 passengers
 
1 - Pickup, half ton
 
1 - Bus, 38 passengers (diesel)
 

(b) Central Stores (Nairobi) Food-clothing-supplies, etc.
 
2 - Trucks, flat bed, 5-7 ton
 
2 - Pickup, half ton
 

(c) Central Workshops (Nairobi)
 
2 - Trucks, flat bed, 5-7 tons
 
4 - Station wagons, 6 passengers
 
2 - Truck Tractors  prime movers for semi trailers 
2 - Pickup, half ton 
2 - Trailers, semi, 30 ton 

(d) Training Driving School (Nairobi)
 
7 - Trucks, flat bed, 5-7 tons
 
1 - Station wagon, 6 passengers
 

(e) Nairobi Holding Unit (PersonnelDepot
 

2 - Trucks, flat bed, 5-7 tons
 
1 - Station wagon, 6 passengers
 
1 - Truck pick up, half ton
 

(f) Gilgil 
Camp and Farm ( Rift Valley Province)
 

6 - Trucks, flat bed, 5-7 tons
 
2 - Station wagons, 6 passengers
 

2 - Pickups, half ton
 

Buses, 38 passengers
 
I 
- rractor, agricultural, rubber, 4-5 plough, 70 hp with:
 

1 -
Plough gang, 3-16" 3-point suspension
 

1 - Drill seed
 
1 - Cleaner seed (wheat/barley)
 
1 - Electric Generating Set, 15 kw, 220 V
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(g) Vocational Training Center (Mombasa)
 

4 - Trucks, flat bed, 5-7 tons
 

2 - Station wagons, 6 passengers
 

2 - Trucks, pickup, half ton
 

1 - Bus, 38 passengers
 

1 - Tractor, agriculture, rubber, 4-5 plough, 70 hp with:
 

1 - Plough, gang, 3-16" 3-pt. suspension
 

(h) Turbo Field Unit and Farm (Western Province)
 

4 - Trucks, flat bed, 5-7 tons
 

1 - Station wagon, 6 passengers
 

i - Truck, pickup, half ton
 

1 - Tractor, agriculture, rubber, 4-5 plough, 70 hp with:
 

1 - Plough gang, 3-15" 3-pt suspension
 

1 - Drill for planting cotton
 

1 - Electric Generating Set, 15 kw, 220 V
 

(i) Yatta Field Unit and Farm (Eastern Province)
 

4 - Trucks, flat bed, 5-7 tons
 

2 - Station wagons, 6 passengers
 

2 - Trucks, pickup, half ton
 

1 - Bus, 38 passengers
 

1 - Tractor, agriculture, rubber, 4-5 plough, 70 hp with:
 

1 - Plough, gang, 3-16" 3-pt suspension
 

1 - Corn planter
 

1 - Electric generating set, 15 kw, 220 V
 

(j) Archer's Post Field Unit (Rift Valley Province)
 

4 - Trucks, flat bed, 5-7 tons
 

2 - Station wagons, 6 passengers
 

2 - Trucks, pickup, half ton
 

1 - Bus, 38 passengers
 

1 - Electric Generating Set, 15 kw, 220 V
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(k) Naivasha Field Unit, Women's Training Unit
 
2 - Trucks, flat bed, 5-7 tons
 

1 - Station wagon, 6 passengers
 

1 - Truck, pickup, half ton
 

1 - Bus, 38 passengers
 
1 - Tractor, agriculture, rubber, 4-5 plough, 70 hp with:
 

1 - Plough, gang, 3-16" 3-pt suspension
 

1 - Corn planter
 

1 - Electric Generating Set, 15 kw, 220 V
 

(1) Strategic Reserve (Nairobi Pool)
 
3 - Trucks, flat bed, 5-7 tons
 

4 - Trucks, pickup, half ton
 

4 - Trucks, dump, 5-7 tons
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SELECTION OF EQUIPMENT
 

Equipment requirements were carefully examined with respect to workload,
 

estimated quantities, expected rates of progress. 
With respect to the
 
movement of earth including cuts, fills, borrows and the placement of
 
selected soils and gravels the accepted standard formulae were used to
 
establish machine productivity, (Production = 
Load/Cycle x cycles/hour).
 

To illustrate these methods, the following example is provided:
 

Major Roads Unit
 

Isiolo - Moyale Road (Nairobi-Addis Road)
 

MOTORIZED SCRAPERS (4 each)
 

At a proposed rate of eight miles per month for a road (gravel surfaced)
 

24 feet wide with 3' shoulders at an average of 25,000 cubic yards per
 

mile a motorized scrapper capacity of 18 cubic yards struck or 22 cubic
 
yards heaped. 
 One cubic yard in the natural or undisturbed state will
 

when disturbed swell 25 or more percent. 
Therefore the soil in question
 

being very dry will contain only 72% of a cubic yard per carried yard.
 
In other words, heaped volume capacity of the motorized scrapper while
 

rated at 22 cubic yards really is only22 
or 15.84 cubic yards - say 16
 
.72
cubic yards. With balanced cuts and fills one machine making 20 round
 

trips per hour will move 16 yards x 20 trips 
= 
320 cubic yards - 320 yards
 
x 8 hours = 2560 cubic yards. 
 2560 cubic yards daily x 22 working days =
 
56,320 cubic yards. 
56,320 cubic yards per machine per month x 4 machines = 

225,280 yards per month including + 10%. 
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TRUCKS DUMP 5-7 TON (15 each)
 

The same factor of 72% of undisturbed to disturbed earth is applied. 
There

fore, to place the required 3,700 cubic yards per mile of selected bank
 
gravel for wearing and surface of the road @ 8 miles 8 x 3,700 or 29,600
 
cubic yards, 15 5-7 ton trucks will be required. 
Each truck with allowances
 

for service and efficiency will place about 100 cubic yards of gravel per
 
day. Haul will be from selected gravel pit to the job site with a maximum
 

haul of not 
over 5 miles or 50 to 150 miles per day.
 

WHEELED LOADERS (2 each)
 

Two rubber tired front end are considered sufficient and appropriate to
 

load these trucks.
 

Three of the truck tractors will be used to haul 5,000 gallons of water
 
trailer to provide optimum moisture for embankment compaction and for dust
 
control. 
 While the third will power a thirty ton low bed trailer for
 

moving equipment.
 

MOTOR GRADERS (2 each)
 

The two motor graders will be used to grade and shape the road as 
the top
 

layers of fill are placed and compacted and 
to fine grade the gravel sur

face as well as maintaining the completed road, service or construction
 

road as well 
as the camp areas. Motor graders will rough and fine grade on
 
a continuing basis. 
 Broken down into the number of grader passes 
on the
 
various stages of construction each grader will travel approximately four
 

miles per day and while performing maintenance on finished road will
 

maintain up to 15 miles per day.
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VIBRATING ROLLERS (4 each)
 

The self-propelled vibrating rollers will be used to compact to the required
 

density both the fill and cut areas. 
 Each 8"  10" of fill will require
 
compaction. 
 If the cuts and fills are balanced, the cut areas will require
 
at least 3 passes while the fill areas will require 15 passes per width of
 
roller or 
5 parallel passes per width of the road and shoulders, This will
 
amount to 20 passes on cut areas and 75 passes on 
The average fill area 
or
 
380 to 400 miles per month for the 4 rollers or 
100 miles for each roller.,
 

CARGO TUCKS 5/7 tons (.5each) 

the cargo trucks wil!l be used to transport camp and construction supplies 

from ,rhe Cen-r'a-l Stores and sub-stores, Central stores are located in
 

Nairobi over two hunlred miles to the south. 

PICKUP TRUCKS(4 each) STATIORIW-AGONS (3 each) 

nohepickup truck: and station wagons will be used for personnel, light 
2.arr'o .:ervic e andl travel to and from NYS Central Headquarters in Nairobi, 
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BENEFITS AND COSTS 
 AID-DLC/P-904
May 27, 1970
 

Benefits from Training
 

(Incremental Wages Achieved)
 

a. 
 For 3000 Volunteer level in NYS
 

Assuming no increase in number of NYS volunteers,remains at 3,000 volunteers total force, 
i.e. NYS 

placing lO14 volunteers/yearin paid employment of whom 666 (U51men and 15 women) are 
in equipmentrelated employment due to their employment-related NYS experience, each
earning $252 more per year due to NYS training. 20 year work life for
 
men, 5 for women.
 

# of men 
 # of women
graduaL~s in 
 graduates in
Yo a., Benefitempl yment stream employment stream 
 Total (Total x252)
 
1971k 
 325 


72 8 333 $ 83,916
976 
 23

73 999 251,748
1,627 
 38
74 1,665 419,580
2,278 

75 

53 2,331 587,412
2,929 

76 

68 2,997 755,244
3,580

77 4,231 

75 3,655 921,060

75 
 4,306 1,085,112
r8 
 4,882 
 75
79 5,533 75 

4,957 1,249,164
 
1980 5,608 1,413,216
6,184 
 75
81 6,259 1,577,268
6.184 

82 

60 6,244 1,573,488
6,184 
 45
83 6,229 1,569,708
6184 
 30 6,214 1,565,928
84 6,i84 15
85 61199 1,562,148
6,184

86 6,184 1,558,368
6,184 

87 6,184 1,558,368
6,184 

88 6,184 1,558,368
6,184 

89 6,184 1,558,368
6,184


1990 6.184 1,558,3686,i84 

91 6,184 1,558,36850859 
92 5,859 1,476,4685,208 5,208 1,312,416
93 4,557
95 3,906 4,557 1,118,364
 
95 3,906 984,312
3,255 
96 3,255 820,260
2,604 
 2,604 656,208
97 1,953 

98 1,953 492,156
1,302 

651. 
1,302 328,1o4
99 


651 16402
 

':31,2'47,540
1/2 benefit of 1971 class taken as project benefit as 
equipment on job
only for 1 year of their 2 years. Reflected by adding only 1/2 # of
graduates in calculation.
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b. 	 For 5,000 Volunteer level in NYS
 

Assuming increase in NYS enrollment per GOK plans as 
shown
 
Section II-B of this paper. 
Other assumptions per a. above obtain.
 

Year 

# of men 
graduates in 

employmqnt stream 

# of women 
graduates in 

employment stream Total 
Benefit 

(Total x252) 

1971 
72 
73 
74 
75 
76 
77 
78 
79 

1980 
81 
82 
83 
84 

85 
86 
87 
88 
89 

1990 
91 
92 
93 
94 
95 
96 
97 
98 
99 

325 
1,085 
1,953 
2,929 
4,013 
5,097 
6,181 
7,265 
8,349 
9,433 
9,433 
9,433 
9,433 
9,433 
9,433 
9,433 
9,433 
9,433 
9,433 
9,433 
9,108 
8,348 
7,480 
6,504 
5,420 
4,336 
3,252 
2,168 
1,O84 

8-
26 
46 
68 
93 

110 
117 
122 
125 
125 
100 
75 
50 
25 

333 
1,111 
1,999 
2,997 
4,106 
5,207 
6,298 
7,387 
8,474 
9,558 
9,533 
9,508 
9,483 
9,458 
9,433 
9.433 
9,433 
9.433 
9,433 
9,433 
9,108 
8,348 
7,480 
6,504 
5,420 
4,336 
3,252 
2,168 
1,084 

$ 83,916 
279,972 
503,748 
755,244 

1,034,712 
1,312,164 
1,587,096 
1,861,524 
2,133,448 
2,408,616 
2,402,316 
2,396,016 
2,389,716 
2,383,416 
2,377,116 
2,377,116 
2,377,116 
2,377,116 
2,377,116 
2,377,116 
2,295,216 
2,103,696 
1,884,960 
1,639,008 
1,365,840 
1,092,672 
819,504 
546,336 
273,168 

$47,817,000 

1/2 	of 1971 Total Benefit
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PROJECT COSTS
 

There are 
four types of project costs: 
the residual value of existing equip

ment, the cost of the project equipment, the cost of training those NYS volun
teers who will be employed in equipment-related jobs (this corresponds to the 

project benefits of the earnings of such employed ex-volunteers), and the main

tenance cost, of he project equipment. 

1. The residual cost of the 175 items of equipment which will be retained 
in the NYS' fleet is small. Almost all of this equipment is full; depreciated, 
tut Oere are some few new Miems. Assuming a new value of .,:,.CO, for the 
total fleet, it is generous to assume tiaL th:e res idual value of the w< "f l-

is 10m of its new value, or .1150,000. 

2. The osn, of On projcic oquin.t, es ttirated to include .he delivered
 

price of y wuuip=r4. pl.; 
 on, i:;00
 

. he cost of ntninr 
 A NYS viuiOw 
 i be e'mp" in
 
eqioetr- a 
 jq mah Wo 
 ....' v b.yhaun'''WHO,,.d te. 'ar- nmber of Y 

',avra WSg,.,t 'urini th: a -"j, (:05,00k, the av,-ra -e co-t per 
v..,lunt .n: i" V?15n; i r .oor. I' i.n- a:.u .,! , ' ,',! ' ,}, " }: ;e -. n th~is
 

-a.r;w!,) . . :;tay 
 inr:Aervinq', Y..,,arr. W ho.i g.lh "i, :!i - ,. -, :. o ' -i:.,.i nall 
W .; -ainasnf i iia.; n withAtv On " ,1 imm a nvplpr i ** " 7n',"- " 

5 *i (.-. 1:1 1 'on 'ht' 
.... 

. , )f' m, in 'in th; uipm-n" i5 taken 'o he Q0I, of its value
 

per' .'/enr o',r it:;U if',, A., ,umin a
r 
 va lu of Lie residual and new equipment of
 
,". ',,,,0 , ,- munitanir'. ,os: of' this 
,quip:nent are calculated %o be 

$365,000 pr yoar. 

Tho ahova cos5ts a',msumm, rined below Par a level of 3,000 volunteers and 

a level 
of 5,000 volunteers:
 



3,000 Volunteer 
 57 
evel 
 Proiect Costs 
 Total with
a. 1,000 Volunteer Level
b. 2 Total with
3 
 4 3,000


Volun- Cost Residual 3 
a. b.
 

teer in (Cl #, 5,000
Vl

Year Traininv4 (oi. ! Value Old Volunteer Volunteer Cost
?1450) Pro.ject Mainter,- volunteers
Eauioment Eroipment Cols. lb in
ance 2, 4 Trainin3, (ol A (Cols. 2t40) 4 & 6b 
1970 333+A 10,850 $150,000 *13,500,000 $ 15,000 $3,814,850 -
333+ $149,850 $3,814,850

1971 
 666 299,700 


365,000 
 664,700 666 
 299,700 
 664,700

1972 
 666 ?9?,700 


365,000 
 664,700 778 
 350,100 
 715,100

1973 
 65i 299,700 
 365,000 
 664,700 
 888 399,600 764,600

1974 
 666 299,700 


365,000 
 664,700 
 998 449,100 814,100

1975 666 
 299,700 


365,000 
 664,700 1,109 
 499,050 
 864,050

1976 
 666 299,700 


365,000 
 664,700 1,109 
 499,050 
 864,050

1977 
 666 299,700 


365,000 
 664,700 
 1,109 499,050 864,050

1978 
 666 299,700 


365,000 
 664,700 
 1,109 499,050 864,o5o

1979 
 666 299,700 


365,000 
 664,700 
 1,109 499,050 864,050

1980 666 
 299,700 


365,000 
 664,700 1,109 
 499,050 
 864,050
 
V+1/2 in 1970/71 corresponding to 1/2 exposure to new equipner+ $i0,461,850 $11,957,650 

' Only those volziiteers who will go into equipment-related employment included.
 

o EI x 
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Internal Rate of Return
 

The costs and benefits as 
detailed in this Appendix were discounted
 

to their present values using a 10% interest rate and a 20% interest
 

rate. 
 On basis of this analysis two internal rate of return analyses
 

were calculated: 
a rate of return on the costs and benefits of the
 

.project assuming the current 
total volunteer force of 3,000 volunteers
 

and a rate of return on the costs and benefits of the project assuming 

a volunteer force of 5,000 volunteers. The resuli of these analyses is 

graphically shonm on the next page. The internai rate of return for the 

3,000 volunteer level is 12.3% and the internal rate of return for the 

5,000 volunteer leve is 16.2%. 
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Recurrent ex re nstie Kenya GOvernment:-

Per sonal aaoluments 

v i 764-6 

$270, 2oo 

765-6/6 -7 

2 1O,cC, 
* ,-"7,&347, 

. 

$ 355,600 

T/ -/r~7 

374,640 

House AIIowLnces -$ 0 

Passages and Leave Zc-pvnsem 

14,d(lo 11, 200 24, C4 20,00 22,4IO 19160 

Y'rntenance and Runnilng exreses
of Vehicle s(inclu ding-w o- .ksopequiment anid tools -

1,40o 

15,66 .:)S, 

1,960 1,60O 

98,000 

1,680 

q8,0C0 

3 ,4oo 

100,800 

1212

100,800 

and Running
Of Plant and -achine_-y On Project 

Travelling and Sub.44eterce expert. 
le a on du ty (ixol u-dizg leave for .-

Food and Fuel 

6ai/tenAnceA ut±pensest59,500 106,400 

7 2 01 , 0 

70,924 414, 'o0 

ite n------------98,0oo 

8 0 02 

338,800 " 

98,000 

, 0 

3,o 

70,00o 

39,0 

86,800 

336,oo 

A ll ow anc e , N o i cn al You t h 7 , 3 2 , 4 

"73,5 12~,oEquipment, Uniforms and. 
furniture 51804T,600 

Frei,-bt, tora e &nd handlin gE--charges. 14,0oo 5,600 

Educational and Vocational trai 
ning materials & equipment 11,2o 19,600 
Kaintenance and repaire to build 
O.gs and establishing projecz u~m 42,000 84,000 

Farms: purch ae of seeds, ferti- 4 0 67 20.-lizer, plant and livestock I- 8,o 7,08,000 

~ 

[ 

,3,o ,6,2 

56,000 112,009,o61 

- - - ---
19,6OO 14,000 

-
22,400 18,200 

,004002,002,0 

1960 

4 ~ 

14,ooo 

28,0oO 

i1,00 

33,20 

o 

-___ 

-----

-

-

" 
M 

Milscellaneous oiher cha-rges 

TOTAL 

95833,600 

$7350 $1,246,ooo 

47,60&D 

$1,333,304 

,000 

$!.,368$920 

43,400 I1,7T60 

3372 04 

\.%n 

* 769-/70Acounts for these it-3~ not comparable. 



(5.3 Dolars) 

Cotat (rv2) 6,122.74Cutmnott S"wicm (1) 4794,05.18 -
1 Z a22622- -S 31.69)r11,1,48 133,460.14 123,583.08 

UO 
. 14,523.99 62.336.09P', c 315.,910.47 - 6,122.74 -Caz:&tt (4) 1,857.10 9,870.87 ,2340,025.70 4,170.60787,465.19 87,741.25 11.90lcbzieozuv U.S.) 340,776.51 227,576.36 98,677.98 



36,999-83 17,78841679.51 
 20,220.32 
 _ 
 .
 
Otw Costs (6) 26,173.94 2371.593tib total 2,766.0,32&904290.86 2000.o80,473.39 911&753.35 469,61.32592 2098 ,5.3 202FL 4w utlte n 3 

9041.2Ca=it.5(7) 3.5R38P-0 253,r.Mlo O Po,94675
624,750.00'Oem u2s tL.1 114,8,1.o9 28,50.0034,41.09 3o5,250.1 45,000.00 111,000.00Su oe .
3000 35,000.00Sbttl739591.09 243, 341.09 350,250.0o 14---0-I
Total -- - 3,543,81.95 1051,81, 1,262,00_.35 490,415.25 505,382.-22 1 

A.ma27 (r- Q) tcchnicln toSr&PwtIcpants &--via cm Ivntoy- 8 fm~ =~t amd(1),C.nt, rract Woze~+rl cRT =rUzi Izp=louth Loaship Traininz COr~ai1f~O~C~tOa Tr.a, crInalujag cltig, c.mp P 
m 

Vo o -tjnC o *.ozld ecraip-pant, li.-.it and heay eqd4--t aznd xachiimg andi vehicles.5 Direct himu U.S. toehniian,Coate (L. Fallon) ~ ~ p o Tko &P48ni1oa ira3tory of 51n 
~ ~ ai~ ~ a t G~ ofca .(7) Izd-doe Whenat F~= esajpxt etc.kba ema &aw =1- dry XMk, ifcasCcrD.Soy MUIk and Vog,.tnbU all. 
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1. Vocational Training Center
 

A contract with the World ORT Union is supplying a seven-man team to
organize a vocational training center in Likon,' These men are instructing servicemen in masonry, carpentry, rie2tricity, welding, auto
mechanics and machining. 
The target is 500 graduater every eighteen
 
months.
 

Cost of contract: $810,000
 

2. Commodities
 

$2,437,000 worth of U.S. commodities have beer.granted to the NYS.
 
The major commodity inputs have been as fol lw:
 

(a) PL 480 Food:
 

2,552 tons of maize, bulgur, flour. milk, .i, beans and CSM
worth $739,600,000 have been grar.:*d, T lact input was made 
in fiscal year 1968.
 

(b) New machine:-y:
 

Ninety-two items, ieclDIIng dump to-icks) ckhocl buses, flatbed
rucks and carryalls worth $375,000P.
 

(c) Ext.ss property machinery:
 

Four hundred in.lud ing L-3 rae'.r , 

t ic ljepsp road rollers,motor grad ers, ger.erator,.., mobl rk: -,pp.rueks, (varied) fork

lifts, tra le r.% c,.mpm-r,-, etr , w,"rt~: 4T90,000. 

(d) Miscelilaneou-.. items
 

Clot~hing, tPeT8,:troiso 
 pare p<±r, , b.ddiu" etc. worth $750,000 

3. Part i ciparuu-s . 

Nine Kenyans were sent to the IT.S.A. fc r l-adr.'Ihip training for the 
NYS program. The cost was $16,000 

4. Miscellaneous 

A warehousing con!;ltar.t was supplied 1.. i9' to rationalize NYS supplycontrol difficulties, 
 In addition, a direct Lire technician worked full

time in FY [965 and FY 1966 or. NYS matters, in late 1968 a
complete inventory of NYS equipment and itT use 
was made by USAID and a
 
locator system instituted.
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May 27, 1970
 
COUNTRY ECONOMIc SITUATION
 

The GDP of Kenya grew at the impressive rate of 6.3% annually
over the past five years. In spite of an 
annaai increase in population
of approximately 3.3%, real per capita income g.-ew at a respectable3% annual rate. This compares favorably wit.h 
the 2,5% annual growth
in per capita income for developing countr ies
1970-1974 Dt:velopment Plan projects 
as a whole. Kenya's new
 

an 
annual output expansion of 6.7%
over the next five years 
 The October 22, 1969., IBRD/TDA report AE-60,
"Economic Development Prospects in Kenya", ccncludesthat the macroeconomic projections of the Developmtn'. Plan ave reasonable.IBRD/IDA report projects a 6,.4% growth in iDj 
The 

annually. 
 In 1967, an
economic mission from the Bank analyzed the !966-1970 Development Plan
and concluded that it was sound and realis',. 
 Differences between the
1966-1970 Development Plan p:o.Jections
small an.d act-ial performancewhen compared are sowith likely errois in the accounts themselves thatthey are not significant. 

In order to achieve the Bank's pr,.jected 6.4% annual increase,
a gross capital inflow of Kh22 million c!er
be required,, the fi,,e-year period wouldof this foreign exchang-,
financed by private 

gap, KL.IOO milli,)- would be
 
balance equity capital and suppliEr.'s credits; and
of KL122 million, thethrnugh public lending. Of *heKL14 million would private sources,come ircm supplier's ccedits andequity capital. Kb56 million fromOf the public sources, KL44 million would be on
commerciai terms and KL78 million, on 
c:'nce.;sional
Development terms. The KenyaPlan projects a balance --f paymentsfo .: 1970-1974, gap of KL270 millionTable A presents a comparison of the IBRD/IDA andDevelopment Plan projections in Kb millions.
 

TABLE A
 
Plan Frcjeeti ons 
 BRD/TDA Projections
 

Cormcdity exports (MITiC-nS b)-
 -
532,4
Commodi!ty imports 520,7

-883.,Trade balance -817.1
 
-350(.7 
 -297.0


Expor'isc:'se.r 

366.2
Imp. r' ,c,f 347.8*-r i-,-Y7 1Balan-nm tC Set ice- -124.2 
1901 
 223.6
 

Det factor paymert  - 50.9fle. fanfs. ts - 91.1 
27.0
Current 21,9
JBalance of Payments 
 -i4,5 
 -142,6


Amcrlizatpir
1 ef existing capi-lal 
 - 750Amortization - 68.1zf new debt _11.0 - 11.3 
Total Gap to be Financ,-d -27C 5 -222 o
(K-L = $2.80. Thc Kenya cutruncy was not dc,-valued at the time British
pound sterling was 
reduced to i1 $2.40.,)
 

UDJC LAS"SI F"'E1)
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The comparison reveals that the Development Plan anticipates a
 
higher value of commodity imports and impor.s of services than does
 
the IBRD/IDA. The magnitude of capital required from external sources
 
is similar. 
Although imports into Kenya have been increased in
 
magnitude, the 
foreign exchange reserves have also been increasing and
 
now equal over five months' imports. The reserves equalled an average
of 3.7 months' imports during 1964-1968. Ihe foreign exchange reserves 
increased from K,36 million in March, 1968, to K164 million in 
October, 1969. 
Although Kenya's current account balance-of-payments

has moved from a surplus to a deficit, and ihat deficit is likely to
 
grow over the next five years, it is not, likely to be an effective
 
constraint on growth unless the exte-tnal 
sources of capital become
 
restricted. Table B illustrates the balance-of-payments trend on
 
current account in Kb millions, as projected by the Development Plan.
 

TABLE B
 

1964 1968 1974
 

Exports of Goods & Non-F ctor Services 119.8 134.7 215.1
 
Import of Goods & Non-Factor Services 105.0 149.5 245.9
 
Balance of Goods & Non-Factor Services 7-7-9 - l"- - 30.8 
Net Factor Payments - 7.1 - 7,1 - 8.3
 
Net rransfers 
 9.8 5.7
 
Balance of Paymeits on Current Account. 17.5 - l6.2
 

The total government budget over tne yrars 1969-1974 is expected 
to be K,720 million. During the period 1964-1969, the budget was K,430
million. The five-year developmen'. budget will be KU180, as compared 
with KL87 million during the past five years. Fable C indicates the
 
1967/68 budget in Kb millions.
 

TABLE C 

Current Revenue 73°78
 
Cur rent. Exendi'ure 66 68 
Current, S'.iplus 7.10 
Capital R venu, 5,42 
Balance 12 52
 
Capit al Exp nd it r 
 -27.30
O.,er'atl Del 'i c.i .!777IT 
Iinarced by :r.ernal Giants & Lans 8,56
 

ExIt rnal Grants 4. Loans 7 87

Trl:.,.rase in Cash 5alanc.- i,65 

Kenya's total external public debt was U.S. $408 million at the
 
end of 1968. including amounts undishursed. This figure includes the 
approximately $65 mliion whic, is Kenya~s shar- of the East. African 
Community de.o Ser-ei..-- payments or ex$t r:tal pi.blic debt have increased 
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by about fifty percent since 1963, but the debt service ratio has
remained about 5% because of the expansion in export earnings. 
Over
recent years, the amounts of privately held debt have decreased while
there has been an 
increase in debt to multi-lateral organizations
(particularly IDA) and to 
foreign governments (particularly the UK).
Kenya's present debt situation is very favorable since almost 50% of
present debt outstanding is due to be amortized by 1980. 
Table D
details Kenya's external Public Debt, excluding Kenya's share of
East African Community Debt.
 

TABLE D
 

KENYA EXTERNAL PUBLIC DEBT OUTSTANDING
 
BY 	 TYPE OF CREDITOR 

Debt (3ThLtotand~itg (.1ti, duidig Undisbursed)
•ypof 	 Beginming1 _ _ i5editor ,)f eriod - thousand_ 	 US$lo- Tg71
I rivately held debt 	

-- 19b 19985,464 83,068 79,458 
 79,362 85,281 70,442 
 65,811
 

2. 	 Loans from International organizations 
13,999 13,997 
 20,633 22,928 
 29,180 35,785 
 51,227

of 	Which: 
a) IBRD 
 13,999 13,997 13,333 
 12,628 11,880 7,286 
 6,328
b) IDA 


- 7,3O0 10,300 17,300 26,200 
 42,600
 
3. Loans frc,m Govern

ments 
 111,939 160,914 
148,365 176,088 
 194,163 220,585 226,114
 
of which:
 
a) United Kingdom 
 97.658 146,633 138,790
b) United State, 	 155319
 

-	 -,o. 13,474e eU 	 2-2C0 1 17,903 17,056C) 	West Germany 14,oo 14,281 , 13,495 182,518 181,12316,520
7,375 7,295 12,218 11,824 
 12,169
 

4. 	 Total External 
Publi DebtOutstanding 211,402 257,978 
218,451 276,378 308,625 326,814 343,152 

liote: I3 Data relates to det o,Lstanding including- nidisbursed at 	 the beginning
of Lhe period. 

2. Exclading Kenya'S sharc of East African Community Debt. 

SOURCE: 
 IBRD
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Kenya's foreign capital inflow was on very favorable terms during
1965-67: 
 331 was provided through grants, and 42% was provided through
concessional loans of 3%-cr-less interest. 
 The Development Plan
envisages a greater reliance on private equity capital inflows and
suppliers' credits. 
As a result, Kenya's debt service ratio will. rise
to about ic'*) in 1974 because of the significantly harder terms of suchexternal financing. If the capital repatriations which would ariseprivate equity investmentfrom are also taken into account, the totalclaim on foreign exchange earnings would be approximately 15% in 1974.Continued dep.rd -n2, on exteinal capital on such hard terms would placea growing debt, burden on the Kenya economy: implying debta servicerat io of 11,,10 1985,in or ahout 20J of foreign exchange earnings if
private capital repatriations included.
are Because of Kenya'srelatively low per capita income, concessional and other lending from
public institutions is necessary. If Kenya is forced to rely to an
even greater extent 
 on private external financing, debt servicing couldbecome a sericus constraint. 

Kenya's economy is basically healthy, There are, however, certainproblems. One is 'he vapid rate of population growth, which negatesapproximately half the ec.:cnomic growth. A second problem is urbanunemploy-mun resulti ng from the accelerating rural-to-urban drift. Thereis the prol]m of tniqual distrihut,ion of income, The educational systemrequires a great r orientationi to vocati-nal needs and skills. There isCiic ion be. n 0 varmc, is !,i es. On 1!.. <,ther hand, there are verymany p...t.i i ndi d whi c- t .adow Kenya' s problems. AlthoughKenya is still a ,ia'i,'ely pcor cvqntry, it is amply endowed withphysical inuc.r d,ag'icul,t and tourism. Its economy is already
fai rly .'ell div'e Vied. both witi.in and without 
 agriculture. TheDevelopm LnmPlan wf .l, notesOhat. agricu]Lure will have to employ twiceas many rp1, in 10 years" Lime as it does today if the problem ofunem-ployma. is tona '..oi sen. Major emphasis is placed on ruraldevelopment . [h Kenya economy' has shown a high real growth in percapila nii e!. A'n-,r 7 past years, Saviuirs are high and have beensupplemend by a su'stantial Clow of andcapital 'ecnical assistance.The publ i nanc ato s:,mid.1.y managed, and the foreign exchange reservesa! :>.a1 ,, :.hn p'u ira stahiil.vy to date.a1ima'] and a good" , '- or in,,:-I p'ivat,-: in'm..e5 ment. Prospects for expansion of'econoiwi iv'c,rt a' a A, annual rate ar' excellent. 

EJUTLAiIFtIED 

http:stahiil.vy


APPENDIX F 

AID-DC/P-904 

MISSION DIRECTOR"S 611(E) CERTIFICATION
 

I. Harold D. Snell, Director of the U.S. AID Mission to Kenya
acting on e.Tp.ert, aduice, dc hereby crtify that on the basis of the 
Nitionai Ycuth S-rvice's (1) operation and maintenance of equipment
supplied und r the AiD Excc: L Property program, (2) its current
 
trairing and main'*ar'w fad lilFcs for hea,,,y equipment, and (3) the
 
p lanne(d prorani !'or 1'i narn-i ng maintenance anid replacement of heavyeq piit .if. f e 1a i oral Y- t Ih Service has, in my judgment, the 
capability aAi si:al i al'e !:e resc',c,--s to andtsoundly operate

maintain -qiiip,!ert pr-.-red under t1he proposed loan. The National

Youth Serlic--. : as 
 had a part icularly difficult challenge in operating
arid ma.irrntaininc s"p].s equipment, much of which was fully depreciated
and in ilariy '-s olsocIeto prior to 1965-66, during which most of the 

xc(I pr f I i )111npmn was supplied. It is my judgment that the 
eqiiipOe 1 pi os, aider t. loan being in cu-rent production and 
use, will 1,o- i'ai- teasier to raintain in that spare parts will be far 
more caL !v a'ailaL.[ to %.h-, HaLional Youth Service. I believe the
Nationa 'ri Se, vi e should be able to operate and maintain the 
p 'o]used e qt ipme 1 t hi n%:,2 - i t. st, r-ide. 

/S Harold D Snell 
Harold D. Snell, Director
 

Date 1'7 Feb. 1970
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Project No.
 
A.I.D. Loan No. 615-H-005
AID-DLC/P-904/A Draft
 

Capital Assastance Loan Authorization
 

Provided from: 
 Development Loan Funds 
Kenya - National Youth Service 

Pursuant to the auncriy -ented in 
the Administrator of the Agency
for International Deelcpment (hereinafler called "A.I.D.") by the
Foreign Assistance Act of 19)61, 
as amended, and the delegations of
authority issued thereunder I hereby auhorize the establishment
of a loan pursuant 
to Parv :- Chapter 2.
Loan ltie I, the DevelopmentFund, to th-. Gov,-rmen vf Kenya (Bo:rower")$3,500,00 ka assis' of not to exceedin th 
procurement fOr use by 

f.reign 'xaL.nge costs of equipment
tne Aaticnal YuMth Service. This loan issubject to 
 he :ollo,,g tams and ,ondiLions: 

1. Interest Rates and Forms of' Repyment
 

B:rrw" i:a.1pay the loan to A.I.D. in U.S.dolla:z w,,I in',,-1
,,(40) years from the date ofthe first ds,, ,m .
 Wider the loan, including
a grace p-rlod of net tooexeed ten (10) years.
Foric;.:e: 'al pay to A..D. interest at the rate
of tw) p. - (t(,) per annom during the graceperi:od and t'r-, per.eni 
(3%i0)
per annum. thereafter.
 

2. Other- Terms and -,onditios. 

a. Equipmen, financed by the loan shall be ofnit d.'at w :;r..f, e arid origin. 

V.. 'hO iran sall be subject Vo such other terms 
a:,d ,-rd!.!,ns as A..D. may denm advisable. 

Assistant Administrator for Africa 

Da'e
 


