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DEPARTMENT OF STATE

- AGENCY FOR lﬂTtRNATIONA,L DEVELOPMENT
'WASHINGTON, D.C. 20823 " °

UNCLASSIFIED
' AID-DLC/P-2024

April 26, 197k

MEMORANDUM FOR THE DEVELOPMENT LOAN COMMITTEE

SUBJECT: Dollar Development Loan
Kenya - Livestock Production

Attached for your review are the recommendations for
euthorization of a loan to the Government of Kenya

not to exceed $9,600,000 to assist in financing the
foreign exchange and local currency costs of livestock,
-equipment , materials, construction services, technical
services and related service for northeast Kenya range
development, Agricultural Finance Corporation subloans and
domestic market surveys.

This loan proposal is scheduled for consideration by the
Development Loen Staff Committee on Thursday, May 2, 19Th.
Also, please note your concurrence or objection is due by
close of business May 7, 19T4. If you are a voting member, .
a poll sheet has been enclosed for your response.

Development Loan Committee
Office of Development
Program Review

Attachments:
- Summary and Recommendations
Project Analysis
ANNEXES I - XV

UNCLASSIFIED
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KENYA - Livestock 'W‘IW

1. m “and Recammexlations
A. lor!onqgr ' The Govcrnnont of xonyl (GOX) -
B M“M_E;!!' ss.soo,ooo

c.'m

1. Maturity: Forty (40) years, including a ten (10)" year

grace period.

2. ‘Interest: Two (2) Percent per annum during the grace period

and three (3) percent per annum thereafter.

D. Total Cost of Project (Million of'doilara)

Foreign Exchangé l/' © Local

_ Total %

cost
AID 3,2 6.4 9.€ 18
IDA 7.6 13,9 21,5 43
Other Donare & 2.9 1.3 4.2 9
ox ¥ 22 15,1 . 15.1 30
137 36,7 50,4 100°

Y/ Foreign exchange figure for IDA and other Donors is based on IDA

method of calculating FX which treats all goods with origin outside of

Kenya as foraign exchange cost.

ks

ODA and CiDA (Seé Section III for details).

3/ Includes contributions from private ranchers.
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B. Description of Project:

The proposed multi-donor Project would extapd'éredit through the
Agricultural Iinance Corporation (AFrc) for the developncnt about 60
group ranches, 100 commercial ranches, 21 campany or cooperative ranches

and three feedlots. It wou)d also provide for the development of geven- .

stock routes, the setting up of new holding grounds and the augmenting of
transportation facilities. Three wildlife areas would be developed to help

and monitoring unit would also be included in the Prcject to improve-
technical knowledge in this field. Finally, the Project would. provide

for technical services, training, Project monitoring and evaluation, and
for future pProject preparation. AID financing would be limited to equip-
ment and supporting services for the Northeast Province rangeland develop-
ment ($5.3 million), cattle purchagses for a portion of the ranching program
(84,1 million) and a meat Processing feasibility st iy ($200,000) .

F. Project'Purposex

To increase the quantity and quality ¢f livestock Production to
meet growirg domestic demand and to earn fureign exchange through exports
of livestock and livestock products. In 30 doing, ‘the total Project will
directly berefit pastoralists and other .mall cattle owners and wage
employees on commercial and company ranches, in meat marketing, wildlife
and range water development. 1In addition, higher prices for beef (an
undertaking negotiated between IDA and GOK) would transfer income directly
from relatively pProsperous urban consumers to the lower income rural
producer The AID portion of the Project will contribute significantly to

G.  Background:

The proposed Project, coordinated by thLe IBRD and based on the
findings of an 1pA appraisal mission to Kenya in October-November 1972,
builds on and expands the scope of the First Livestock,Project,‘initiated

production by providing credit for ranching enterprises, establishing
livestock marketing facilities, rangeland development and diseage control.
External financing of the Pirst Project was provided by joint IDA and SIDA
(6weden) funding ($3.6 million ‘each).

AID, since 1970, has been providing grant-funded technical assistance
which is closely-tied to the IDA/SIDA First Liveatock Project. In particular
AID has assisted successful efforts to improve range management and water
develomment in a pilot area of northeast Xenya and in making management and
fiscal improvements in the operations of the Agricultural Finance Corporation

(arc) . ‘chhnical_alliltanqe being provided under the National Range and

* 14 millicn acres in Northeast Provinc: and 3 million acres in Isiolo
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Ranch Development Project, approved by AID in June 1972, will be an
essential part of the Second Livestock Project. The proposed loan is
. viewed as a reans of responding to a recognized priority need of the

GOX and of complementing AID's technical assistance efforts in livestock.

H. Ex-Im Bank.Clearance:
Cloarance received,

I. Couhtrz Team:

The Countxy Team strongly endorses this project.

J. Statutory Checklist:
Satiafied. See Annex I.

K. Recormendation:

Ruthorization of a loan mot to exceed $9.6 million to finance
foreign exchange and a portion of the local costs associated with ranch
and rangeland development and a meat processing feasibility study.:

PROJECT COMMITTEE:

REDSO/EA

Loan Officer
Agricultural Economist
Livestock Advisor
Engineer

General Counsel

USAiDZKenxa

Project Manager
Program Nfficer

AID/W

Project Officer
Assistant Project Officer
Livestock Advisor

Desk Officer

Engineer

General Counsel

Bruce Odell
Marcus Winter
David Schaer

" David Gephart

William Jones

LeRoy Hoffarfh
Dale Pfeiffer

Robert Bell

Wayne King

Frank Abercrombie
Thomas 0'Keefe
Alan Pitcher
Rodney Johnson
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II. INTRODUCTION AND PROJECT RATIONALE
A. Background to the Project

_ . Kenya is rapidly developing country with an'average annual rate
of increase in tne Gross Domestic Product (GDP) in real terms for the

past elght years of over 6.5%. While exports (recently over 25% of GDP)
have risen steadily, the demand for imports is high, even under government
control, witih the result of a deteriorated trade balance. This has,
necessitated cubstantial inputs of concessional foreign assistance to

maintein the economy's momentum. (See Annex Iv,)

- While agriculture accounts for 31% of GDP, . livestock production
represents only a small proportion of this. wWith four/fifth's of Kenya .
in rangeland, and an estimated natlonal catile population of ‘9,000, 000,
considerable petential exists to further develop the livestock and
assooiated wildlife subsectors.

Most of the international donor agencies active in Kenya have
recognized livestock as a major national resource for some time. A,.I.D.
has taken a very specific role since 1970 with its grant-funded
technical assistance. Assistance through FY 82 under the National Range
and Ranch Development Project as presently programmed, will approach
$5 million towal, Present and planned A.I.D, assistance to Kenya takes
cognizance of the historical experience and existing capabilities of the

. United States in the livestock field; U.S. Department of Agriculture
under PASA is currently providing experts from the Forestry Service
who have dealt for years with problems similar to the Kenya context,

The World Bank, through its IDA subsidiary, 18 the largest
donor, both to the llvestock sector and for all aspects of Kenya
development, IDA initiated its involvement in livestock in 1968
together with Sweden wlth Lhe Phase I project, Contributions were
$3.6 million eachi from IDA and Sweden (63%) and $2.1 million equivalent
(37%) from the GOK principally as well as benefitted farmers/ranchers.
With minor exceptions, funds were channeled through the Agricultural -
Finance Corporation (AFC) which was glven organization -and management
responsibility for the Joint project. 1/ ,

The Ph.se I project was not without its problems: delays in
land adjudication, lack of qualified staff, and AFC organization. IDA
does, however, consider the Phase I effort to have been a success,
having broken new ground in making credit available to pastoralists and
small herd owners and encouraging the Kenya Government (GOK) to prepare
a larger and more comprehensive Phase II project. Funds under Phase I
were fully committed one year ago and are virtually fully disbursed.

l/ The AFC Gensral Manager and the head of its Ranch Section during this
period were American experts funded by A.I,D.-grant assistance. The
post of Ceneral Monage: was subsequently Kenyanized.
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IDA fielded an Appraisal Mission in October - November, 1972 to
consider the foasibility of follow-on assistance. The USAID/Kenya project
manager for the NRRD project participated in the Mission as a consultant,
On the basis of the potential findings of the Appraisal Report, IDA
solicited participation in joint or parallel financing for Phase II from
Canada (CIDA), United Kingdom, and the United States, and negotiated a
loan agreemerit (subject to IDA Board approval) in July, 1973. GOK .
formally requeated A.I.D. assistance in its application for a $10 million
loan dated April 21, 1973.

B. Project Rationale

1. General

The pxincipal recommendation in the IBRD's Basic ‘Economic Report
on Kenya (January 1974) is that to achieve rapid growth while at the same
time 1noreasins employmcnt and incomes, there must be a significant change
in Kenya's recent pattern of growth which has been impressive in macro-
economic terms but which has not been accompanied by significant gains in
income distribution and employment creation.. To this end, the Bank
recommends a progressive shift toward export promotion with greater emphasis
on agriculture where Kenya has a comparative advantage and on related
processing industries. The Second iivestock Development Project with 1ts
focus on increasing livestock production (particularly by low-income
producers) is consistent with this strategy. Further, as an important
catalyst to increasing the amount of quality beef available for exrort
as well as to eliminating a system which currently subsidizes higher
income urban dwellers with low cost beef at the expense of greater return
to rural producers, the Bank has negotlated an agreement with the GOK
for removal of all price controls on beef over a three-year perilod.

The functlonal element of the overall Phase II project is
dlscussed in more detall in Section III below. Basically, the Second
Project would assist ranch dévelopment, range water development, livestock
marketing and wildlife conservation. These efforts seek to address
certain basic aims, many of which have already been well statec in the
PROP for NRRD (Project 615-11-190-157) dated April, 1972.-

First, from the standpoint of economics alone, Phase II
livestock development should yield significant incremental forelgn
exchange, either directly through export of premium beef to European
and other wealthy markets or indirectly through provisioning of the fast
growing (but demanding) tourism market within country. IDA estimates
the net»foreigr exchange generated by the ProJect at maturity in the
mid 1980's at $7 million annually; while A,I.D.'s estimates of FX earnings
potential are somewhat more conservative due to an assumption of higher
domestic demand for beef, the net effect to Kenya's. trade and payment
balance will be positive.



A seaond set of aims is the improved economic well being -
of individual Kenyans, mostly at or near the bottom of the development
"ladder." Phase II seeks to benefit the consumer by providing more
animal protein at fair prices and stable supply through both an absolute
inorease in beef, sheep and goat production and pricing policies which
will stimulate efficient production of quality poultry and pork alterna-
tives. Employment in allied industries -- marketing, feedlots, slaughter,
and exporting -- will be created with up to 5,000 permanent new Jobs,
Even mors meaningfully, the incomes of approximately 50,000 persons on
AFC-assisted runches and 42,400 pastoralists on open range with improved
water facilities and better access to markets will be significan+iy
increased as a result of Phase IT. Together with the NRRD proj:ct, this
Project will markedly improve the ability of AFC and the ‘Minisiry of
Agriculture tc respond to the small ranchers' and the isolated pastoralists'
need for more credit and technical guldance. '

Finally, the Phase II project will help contribute to major
non-economic objestives of the GOK. First among these 1s to settle the
semi-nomads of the Northeast (Somalis) and the south (Masai) and bring
these pastoralists into the mainstream of the national life. By providing
new water supplies and improved rangeland, Kenya will be able to more
easily and efficiently provide other social infrastructure such as
schools and highways. A stable, prospering population -- while not really
quentifiable in economic terms -- will have the added benefit of providing
better national integrityin Kenya's border areas. Another aim of the Project
with both "social" and economic implications is long-term conservation of
Kenya's invaluable wildlife resource. A discreet element of the Project
will improve and/or expand three major national parks as well as establish
a wildlife/livestock monitoring unit to collect baseline data and indicate
future policy requirements. 1In this way 1t 1s felt that the inherent
competition between wildlife and livestock can be kept in balance,
essentially to the benefit of the wildlife,

2, A.I.D.-Financed Project Components

A.I.D.'s flnancing will be limited to development of the
Northeast Province rangeland and a portion of the credit program for
ranch investmert. Total range areas (including location of proposed
ranches) occupy 122 million acres or more than 80.percent of Kenya's
land area. The entire grazing area has a population of approximately
1.5 million, most of whom are pastoralists or semi-pastoralists
subsisting outside the monetized economy.

Only e small area of the rangeland has been developed by
commercial ranchers; the great proportion of all grazing lands has lagged.
far behind in technical and social advances. Mismanagement, over-
grazing and lack of water development and roads have led to range
deterioration through bush encroachment and overstocking. . Further,.the_
combination of slow maturing, poor quality animals, high mortality
rates, poor animal huibandry and range management practices have .
resulted in low quality, quantity and value of production. In' this
sltuation, the GQOK has recognized the urgent need for range and
water development. 'The pilot project. undertaken in 1970 with A,I.D.



technical assistunce and focussed in one section of the Northeast
Province has achieved cansiderable success and gives much promise

for extending the program during this phase to the balance of tho
Northeast Province. A.I.D.-finanoed'ﬁechnicinns(range.planners,
agricultural sngineers and hydrogeologists) have also been assisting .

in planning for range development .in the areas where group and commercial
ranches are being established, - : '

The range areas' options for alternative utilization are.
extremely limited, Development means range and water improvement, which
in turn, means increasing livestock outputs. Such development will not
only inorease cash incomes of the pastoral and ranch people but also will
improve nutritional levels because the food supply for these people comes
largely from their livestock. As a "vonus, " the .building of access roads
and "tracks" In the grazing blocks will be of considerable benefit to
communication and social development.

' The pastoral people targeted by the A.I.D. Proiect are
the Masai in the ramching areas and the Somaliss in the Northeast

Province. Indications are that these people are receptive to_the develop-
ment programs proposed. ’ '

' Because the Masai remain so independent on their cattle, the
group-type ranch is being formed where land and financing transactions
can be arranged on a large scale, as a group, with each family retaining
individual owuership of its cattle, The experience with the Masail group
ranches in Kajiado District during the initial phase of the Livestoer«
Development Project demonstrates their acceptance of dipping programs, -
{ormal land tenures, need to improve their herds through the purchase
of better bulls, planned sales of steers and oulling of unproductive
anircls, :

Somali understanding and acceptance of the Northeast
range management program has so far been excellent, primarily, one must
as3ume, because following extensive study of the area, the grazing system
has been fitted as nearly as possible to existing cultural and grazing
practices and the grazing blocks defined in terms of tribal distribution,
In addition, extensive effort has been made and will continue to be stressed
with respect to. acquainting the Somalis with the system and 1ts benefits
both with classroom instruction at the Giriftu Pastoral Training Center
and through constant contact by the Block Managers.

C. Borrower

The Borrower will be the Government of the Republic of Kenya,
acting through its Treasury. In the case of the Northeast Province range
development sub-project to be financed under the A.I.D. loan, the .
Ministry of Agriculture’s Water and Range Management Divisions will serve
as the implemeniing agencies. Tie portion of the A,I.D. loan to be used
for ranch development will be subloaned through the Agricultural Finance
Corporation, - o



III. The Project
A. General Description of Total Project:

The Second Livestock Development Project is a broadly-based
integrated sub-sector program intended to increase beef produc tion
in Kenya over five years through ranch and range development and the
general improvement of essential prdductien: and marketing infrastructure. .
It would alvo provide for wildlife conservation and development. The
following elements would be included in the five-year.Project: )

1, Ranch and Feedlot Development

a. Extension of credit through the Agricultural Finance
Corporation for development of about 60 group ranches,

100 commercial ranches and 21 company and cooperative ranches;
to be financed jointly by IDA and AID. See Section B2

below for further detail.

b. Development of three feedlots outside the disease-free
zene vith a capacity of 1600 head in yards and an additional
1600 head on improved pastures; to be financed by IDA through

2. Rangeland Development

Development of approximately 14 million acres:of communal
grazing land in the Northeast Province (AID financing) and about
3 million acres in Isiolo District (Canadian financing) through
provision of water facilities and access roads. More detail  on
development of the Northeast Province is provided in Section Bl

3. Livestock Marketing

To address the problem of inadequate marketing facilities for
cattle from the rangeland areas: the Project, with U.K. financing,
would develop 5 large (capacity S00 head a day) and 26 small (capacity
200 head a day) cattle markets on existing or new holding grounds.

It would also develop three small markets for sheep and goats. The
Project would provide pens, simple livestock handling facilities,
office building, stores, water facilities and weighbridges. The
Project would develop about 30 new holding grounds with total area
about 200,000 ha. ‘These would range in size from about 80 to 35,000
ha and wuld be located at strategic points on the existing stock
routes network. The Project would provide for bush claaring, boreholes,
storage tanks, water points and stock handling facilities. Financing
would alsov cover two veterinary laboratories, two simall boat jetties
vehigles and operating costs for three years. The Project would
provide 5 cattle trailers (72 head/train) and 10 cattle trucks (32
hiead/truck) and 12 pick-up trucks over three years. Cattle trailers



would be used to transport cattle from the Northeast and the cattle
trucks mainly for transporting cattle from Kajiado and Narok districts.
All markets, stock routes, holding grounds and transport equipment
vill be owned and operated by LMD. (See Annex V for a discussion of
livestock marketing in Kenya.) .

4. Hildlife

a. Amboseli and Masai Mara Park Development. Because of its
rich wildlife resources and its potential as a tourist resort,
the Government will convert Amboseli game reserve to a national
park and extend the Masai Mara reserve. As certain areas would
be reserved solely for wildlife, the result would be that cattle
owners would be deprived of dry season water supplies. The
Project with GOK and IDA financing would compensate for these
restrictions on livestock movement by providing water from
present sources within the reserves to surrounding areas. Basic
inputs would be 90 km of water pipelines, 220 water tanks,
pumping equipment, vehicles, and operating costs for four years,
Upnder the land adjudication program, the rangélands in the .
vicinity of the game reserves are rapidly being developed for
beef production. Wildlife in these areas would be endangered
unless the cattle owners agree to.allow the unrestricted move-
ment of the game across the cattle ranches. The Government has
agreed that cattle owners on group ranches in the Amboseli and
Masai Mara ecosystems shouldd share in the revenues from game,

b. Nairobi Park Development. Nairobi Park is to be extended to
include an additional 350 km“ within the park boundary. This
extension would establish the park boundary, thus making live-
stock development within and around the boundary feasible. Some
of this areu to be included has already been adjudicated and a
grnup ranch formed. As compensation for allowing the ranch area
to be utilized as a park as well as for cattle production, agree-
‘ment Las been reached whereby part of the fees collected by the
park would be paid to the group ranch members. Project invest-
ments in entry gates, roads, game barriers, staff housing and
vehicles would complete the development of the park and the
demarcation of these wildlife and livestock areas.

5. Census and Monitoxing Unit. With Canadian financing, the Project
would establish a census and monitoring unit to provide up-to-date
baseline data on wildlife, livestock, and cultivation in pastoral areas.
Informaticn would then be available for identification of liveatock
developmant areas together with the ability to assess possible conflict
vith wildlife population. Items provided would include an initial
-aerial survey, one aircraft for monitoring, vehicles, weather equip-
ment, a senior scientist and supporting personnel. The Game Department
of the Ministry of Tourism and Wildlife would be responsible for carrying
out the wildlife component of the Project, including provision for census
and monitoring. ' . :



~ 6. lechnical Services

Technical services to be provided under the Project would
include:

a. Livestock Marketing Division. Supplemental supporting
staff Zi... a senior buyer, a transport officer, five
mintenance supervisors, and an accountant) and operating
expenses for three years. (U.K. financing)

b. icultural finance Corporation. A Kenyan counterpart
tor Head of AFC Ranch Section, three accountants, fourteen
livestock/credit officers and other supporting staff to meet
the operational needs of the Project. -(IDA financiuz). See
Secticn VIIA for technical assistance presently being
provided by AID. '

c. Meat Processing. Technical servicés (consultants) to assist
the Government in carrying out a study of meat processing in
Kenya. (AID financing)

d. Veterinary Services. A pleuropneumonia mobile testing unit
housing, vehicles and field equipment, three veterinary officers,
supporting staff and operating expenses. (IDA financing)

e. Training. Training (four 2-year overseas fellowships) for
technical staff and provision for study tours or consultancy
for disease control. (IDA financing)

f. Project Coordination Unit. This Unit has already been
established in the Ministry of Agriculture to coordinate and
supervised Project operations. Under the directions of a
Project Director, Assistant Project Director and supporting
staff, 1t has responsibility for ensuring that Project-related
investigational work, Project evaluation, and monitoring are
carried out. (IDA financing)

8- Equipment Management and Maintenance. Four Technicians

for management and maintenance of equipment to be used for
Northeast development (AID financing) See Section IV for
details.

7. Operating Expenses and Working Capital

The Project would include incremental working capital require-
ments for ranch development, based upon 100X of steer purchases and
30% of operating costs for the initial one to three years of develop-
ment, The Project would also cover: LMD incremental operating costs
for the first year, excluding technical services and cattle purchases;
the first four years of : operating costs for wildlife .




development, range water development, veterinary services; and
' incremental operating costs incurred by AFC under. the Project.
Eagh of these is treated as a development cost while necessary

expertise is built up.

Financing of Project costs would be shared in the following
amounts and proportions: (million ‘of dollars):

, Private
Project Benefi- Govern- ( Foreign Creditg——--——=——=- ).

Component ciaries X ment )4 IDA - U.S. UK. Total 2 Tota
Ranch ' v
Development 6.3 20 3.17 10 18.53 4.10 22.63 70 3210
Range Water
Development ,
Isiolo District 026 27 - : .70 73 .96
Northeaat Pro~ - 2.50 32 5.30 5.30 68 7.80
vince
Livestock . .
Marketing 1.27 30 2.90 2.9% 77 4.17
Kenya Meat
Commission .20 .20 .20
Wildlife
Censusing and .
Monitoring .34 36 .60 .60 64 .94
Nairobi, Amboseli and '
Masai Mara Parks .54 30 1.26 1.26 70 1.80
Veterinary :
Services .16 30 .39 .39 70 .55
Research and :
Technical Services .16 30 40 40 70 .56
Project Coordine- »
tion Unit - - .22 .22 100 .27

. : ‘ - A
AFC .32 31 .70 .70 69 1.02

6.3 13 872 17% 21,50 9.60 2.90  35.30 70 5032



B.'»Dcsorigtion of Project Component-; Prb' sed for A,I.D, Financing

1. Rangeland Development (Northeast Province)

a. Background “(Annex Vi)

, The Northeastern Province, with a surface area of about
31.3 million acres, comprises 21 percent of Kenya's total area. It is
mostly semi-desert country suitiable only for grazing. The southern
extremity of the Province receives nearly 25 inches of rainfall, but the
bulk of the Province is arid to semi-arid, with snnual rainfall of only
10 to 15 inches. Normal weather in the Province provides two wet seasons
and two dry seasons. annually, Each wet-dry weather cycle is normally
sufficient to permit forage plants to develop and mature, although almost
a total failure of rains in one season and occasionally of both may be
experienced causing periodic drought, especially in small local areas,
Narrow front thunder showers often occur which produce rapid runoff which
must be captured to avoid loss.

The topography is mostly flat with elevation ranging from
less than 600 feet to about. 1,600 feet. Daily maximum temperatures are ,
usually in the high 80's or low 90's. The people living in the Province
(pastoralists. mostly of Somali origin) depend almost entirely on livestock
for their livelihood. The Province presently contains approximately 600,00
cattle (zebu type), 176,000 camels, 163,000 sheep and goats, and 135,000
donkeys.

In June 1970, a detailed development plan for approximatelj
1.8 million acres of the N.E. Province was completed by the Kenya ﬁi?istry
of Agriculture and a USAID Range Develog nt (Water) Project team.

That area corresponds to grazing block 1, 2, and 3 in the Northeast
Province (NEP). This area served as the pilot area and was completed in
1973. The pilot study was supplen:nted in 1971 with plans for completing
range wvelopment on approximately 15 million acres. in the Northeast
Province,

b. Range Management

Northeast rangelands are the.principal_source of
immatures for fettening elsewhere in Kenya. With minimum water, grazing
development and appropriate uanagement, previous expprience indicates that
carrying capacity can be increased from 89 acres/AUY. to about 40 acres/AUY,
where an AUY is defined as an 800 pound cow or equivalent whose daily forage
requirement is 20 pounds air dry weight and water requirement is 8 U,S,
gallons per day. Under this project cattle numbers in the benefited arces
are projected to increase from 212,980 to 352,882 in year 20.

1/ Development Plan and Feasibility Study on a Pilot Range Development
Project, Northeast Province, Kenya, 1970

2/ Grazing blocks are in effect management units basea on.forage,
topographic and hydrologic features and designed to aceommodate tribal

distribution and local needs to the fullest extent possibie.
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The current land-use pattern by cattle is "water oriented";
with the nomadic herdsmen following the rain with their cattle during the |
rainy season and retreating back to the seriously depleted ranges adjacent
to the widely separated permanent water sources for the duration of the
dry season. With the implementation of planned water development, ahd good
range management, stabilized livestock production is possible.

The range development plan for the Northeast Province is
based on locating water points within reasonable distance to areas producing
suitable livestock forage and in sufficient amounts to maintain cattle
herds in balanc2 with the forage supply. The type and location of water
points are keyed to the grazing scheme to be used and are planned to minimize
the need for enforued movement of cattle from pasture -to pasture (Annex VI).

Permanent water facilitles consisting of either boreholes
or large (5 million gallon) and medium (3 million gallon) reservoirs
will be construced on a grid of approximately 15 miles, with smaller
temporary reservoirs (0.5 million gallon) interspersed. Large. and medium
reservoirs will be located in pastures to be grazed primarily during dry
season. They will be constructed to collect and store suffiecient water
through the preceding twelve to fifteen months period to normally provide
adequate livestock water for the full cattle stocking schedule for the
pasture during the season it is scheduled for use in the grazing treatment
sequence, These pans are planned to supply adequate water within a
reasonable distarce of suitable quality and quantity forage to provide
up to about 150 cays grazing when necessary. Small (temporary) reservoirs
will be located in pastures designated principally for wet season grazing,
during and immedictely following the rainy seasons, These reservoirs
will be constructed for the purpose of storing sufficient water to
normally provide for the full cattle numbers scheduled for the designated
pasture during the rainy season and for six weeks or more following the
rain. ‘ ' .

Management of the range will be based on a rest/rotation
grazing scheme. Under this scheme, each grazing block is divided into
eight pastures with six of the eight pastures scheduled to be grazed
some time during each wet-dry season cycle. On average, three pastures
are grazed during the wet season and three during the dry season. Usually
“wo pastures (one wet and one dry season pasture) are rested throughout
vach wet-dry cycle. This system, combined with the proper placement of
water points, is designed to control "where" and "when" grazing occurs,
thus providing sufficient deferment and rest for range forage to maintain
its health and productivity. : : . ‘

The expectation for effective range management which
underlies this project is based in large part on having designed the
grazing blocks and the grazing scheme to fit as nearly as possible with
tribal distribution and what is known of the soclo-cultural needs and
behavior of the Somali herdsmen. Careful attention is also being given

;/ The development plan for the area reflects, for example, the findings
of a 1969 G0K-sponsored study by Dr. Robert J. Chambers of the social
structure, relationship and outlook of herdsmen 1living in the -
-Northeast Province.
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to acquainting herdsmen with the grazing and range management schemes.
All of the chiefs and sub-chiefs as well as a number of individual
livestock owners in the pilot area received a week's.training at the
Giriftu Pastoral Training Center. Similar ‘training is being given to
people in those areas now proposed for development. Furthor, each block
will be assigned a trained range manager responsible for carrying out the
block management plan. The Block Manager will work closely with the
livestock owners to promote theip understanding and acceptance of the
plan. Finally, as each block's water facilities are completed, the
Range Management.Diviaion will have these blocks declared control areas
under the Xenyan Agriocultural Code,

2. Rench Development (AFC)
a. Reaching Enterprises
from IDA ($18.5 million) ai

© With joint external anci
A.I,D, ($4.1 million),/Fd% %ﬂgiaggeyggxeg¥9§¥h%hree types of ranches
through the Agricultural Finance Corporation (AFC), . o

- 1. Group ranches are enterprises in which 50 to 100
families collectively hold title to land, maintain agreed stoci:ing
levels, market surplus in rotation, and yet continue to own their
livestock as individuals. Debt liability and loan servicing is a group
function; repayment-1is affected by a "per head of cattle" charge to
individual cattle owners for services rendered by the group. Profit
sharing to members 1s based on the sale of their own animals minus
collections for loan servicing. The Project would finance about 60 group
ranches located mainly in Kajiado, Narok and Samburu districts. They would
be established on trust land which in the past was communally grazed, but
which is currently being adjudicated and ownership vested in groups or
individuals. The average size would be about 16,000 ha (39,520 acres)

- but a considerable range in size is expected depending on ecological and
other local conditions. On the ranoches the carrying capacity of the
rangeland would be increased from about 2,500 animal units to about 3,500
animal units at full development. Breedirg and fattening operations would
be carried out. The main investment items on these and the company and
cooperative ranches discussed below would include water development,
firebreaks, farm roads, stock dipping and handling facilities, workmen's
housing, farm equipment, breeding stock, steers and incremental working
capital. To avoid potential Code 935 procurement problems the use of A.I.D,
funds would be limited to the local cost purchase of cattle., Average
investment per ranch would be about Ksh 1.0 million ($140,000).

Since group ranching by definition involves an effort
to stabilize traditionally nomadic pastoralists, it will undoubtedly be
the most difficult portion of the ranching project to implement., AFC 1s
very much aware of this fact and is counting heavily on experience gained
under Phase I with group ranching as well as the establishment of a special
unit for handling group ranch loans to meet its target of extending credit.
to 60 group ranches under this project, While no difficulty is anticipated
in establishing the desired number of ranches (51 new group ranches have
already baen formed and registered), AFC expects to spend considerable staff

* Group members nave been‘identified,.land.hap been adjudicated.and the group
has been organiged into.a corporate body with power to acoept loans and.
‘conduot business enterprises, - Do e T -
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time working with the group ranch leaders, acquainting them with:
ocredit ooncepts where necessary, setting up books and maintaining
records, preparing credit applications, etoc. Additional technical
assistance will be forthcoming from the Range Management and Water
Departments. Planning and design of water development will be provided
free of charge by the Range Water Division. -

-2, Company ranches are enterprises in which land is
leased from the Government or County Councils and prospective shareholders
put up cattle or a cash equivalent for shares. Animals are collectively
owned and profits shared according to established agreement. Cooperctive
ranches are similar in nature except that they may utilize trust lands.
The Project would finance the development of 21 company/cooperative ranches
on rangeland in Taita, Tana, Kwall and Kilifi districts. The average ranch
size would be about 28,000 ha (69,160 acres) at full development. Average
investment per ranch would be about Ksh 1.7 million ($240,000). It is
‘expeoted that each company rench will have at least 50 shareholders.

3. Commercial ranches are owned by several individuals
or a company (typically made up of 200 to 500 small farmer shareholders) on
freehold land or leasehold. The Project would finance the development of
about 100 commercial ranches located in Nakuru, Laikipia, Nyandarua and
Machakos districts. Although a considerable range in size 1s expected,
the average ranch would be about 3,500 ha (8,645 acres). Although
development of these ranches 1s already relatively advanced, project funds
would provide for further development; the main items financed would
include water and stock handling facilitles, breeding stock, steers and
incremental working capital. The average investment per ranch would be
about Ksh 0.9 million ($125,000).

Project description to be incorporated as part of the
A.I.D. and IDA credit agreements will specifiically call for the development
of the number of ranches described above, i.e., 60 group ranches, 21 company
and cooperative ranches and 100 commercial ranches. It is expected that
cooperation between and close monitoring by A.I.D. and IDA will assure that
AFC funds are not buing disbursed for the relatively easier to develop
commercial ranches to the detriment of group and company ranches.

b. Agricultural Finance Corporation (AFC)

Established in 1963 and operating as a government owned
corporation responsible to the Office of the President, AFC provides
medium and long-term secured credit for agricultural ‘development. Its
financing is provided mainly by the Government in the form of 1lrredeemable
and redeemable capital, the latter being onlent to AFC by the Government.
Funds provided under this Project, including the GOK's contribution, would
be onlent to AFC for 20 years including a 5-year grace period at an interest
rate of three percent per annum. These funds would be subluaned through
AFC's Ranch Section at AFC's current lending rate of 8 percent per annum
for a period not to exceed 10 years including a.three-year grace period.
The Project schedule calls for commitment of all AFC funds in three years,
* with disbursements teking place over five years-v- _
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. : Over the past several years, A.I.D, has provided
considerable tenhnical assistance to AFC including financing of its
General Manuger and Rancl, Scotion Head from 1968 to 1973 and the current
provision of a senior credit speciulist attached to the Ranch Section,
Additional managerial, accounting and technioal staff will be provided
under this Project with IDA financing.

.For a full diaouasion of AFC's operations, including
finanoial statements, see Annex X, :

3. Meat Processigg Study

To assist the GOK in determining a strategy for the meat
processing industry in Kenya and to review the number, location and
size of processing plants, projected benefits in livestock movement,
disease control &and producer prices, the Project, with A.I.D. financing,
will provide for the carrying out of a comprehensive meat processing study.
The terms of reference for the study as well as selection of the consultant
will be coordinated closely with IDA and the GOK. It 1s expected that
arrangements will be made for the study within one year of execution of a
loan agreement. .
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' IV, ENGINEERING ANALYSIS

A. Northeast Project

Por development of approximately 14 million acres of grazing
land in the Northeast Province the project includes financing for the
following elerents during the four-year construction period: (1) purchase
of earthmoving equipment and related support vehicles for the force account
. construction of water reservoirs and access roads (tracks), (2) contract
drilling and development of boreholes, (3) equipment operation and main-
tenance costs, including POL and other recurrent costs, (4) purchase of
maintenance equipment and spare parts, (5) operation and equipping of
range management personnel, (6) pravision of staff housing for range
officers, and (7) technical assistance personnel for equipment management
and maintenance. The proposed A.I.D, loan will finance the foreign exchange
costs associatea with equipment purchase and technical assistance, and the
local costs of POL and a portion of the borehole development expense, all:
other items will be financed by the GOK.

During Fhase I of the Northeast Province range development program,
grazing blocks 1 thru 3 (approximately 1,408,000 acres) were developsd
with IDA financing as a pilot project in accordance with the plans and
design set forth in the A,I,D.-financed "Development Plans and Feasibility
Study on Pilot Range Development Projcct, Northeast Province, Kenya"
(Mass Study). Although additional blocks (4 through 8) were also scheduled
for development during Phase I, funding shortages limited development beyond
the pilot area to roughly 50 percent of block 4. Thus Phase II, which
originally was scheduled to start with block 9, has been expanded to include
those blocks not completed under Phasc I, 1.e., the balance of 4 plus 5
through 8. Blocke and acreages to be developed during Phase II (the proposed
project) are as follows:

Block No. Yy Name A Net Area Size (Acres) 2/
4 Buna 576,000
5 Tarba 1,792,000
6 ' Lak Dera 1,984,000
7 Lak Dima 2,048,000
8 Dadaag : 1,280,000 .
9 Giriftu . 1,600,000

10 WaJju 2,176,000
11 Dif : 1,472,000
15 Takaba . 1,408,000

14,336, OOO

1/ ‘Blooks 12, 13 and 1% have been deferred for later development
pursuant to GOX priorities.

_/ Block acreage counts do not necessarily agree with those in Mass Report
due to boundary redefinition following further study and reconnaissance.
Equivalent to approximately 50 percent of total acreage, half of the
block having been developed under Phase I.
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Development of these blocks will follow the design outlined in
the Mass Study and will consist of establishing minimal infrastructure
facilities - primarily permanent and temporary watering points and
boundary/access roads. (See Section III A for a discussion of thé\
relationship of water to range management.) _

.1.\‘Plahnggg and Implementation

The A.I.D. grant-financed PASA team, oconsisting of a
Range Management Advisor, an Agriculture Engineer and a Hydrogeologist,
are assigned to the Project, working with the Water Department and Range
Management Division in the Ministry of Agriculture. This team represents '
a continuation of the technical assistance provided by A.I.D. under the
pilot project.

Working on site with their GOK counterparts and the local
Range and Waler Survey Team and Provincial staff, the PASA team will
undertake all planning, design and implementation of the Range Water and
Range Management development required during the four-year construction
period. This includes responsibility for the preliminary engineering of
the block development plan, final design of block facilities, and
implementation of engineering requirements, i.e., inspection and
construction layout during the construction phase, using personnel
from the enginesring section of the Water Department for field support.

Prior to actual construction, a management plan is prepared
by Range Management in conjunction with the Water Department for each
grazing bloock. This plan includes a physical description of the block
(location, size, topography, soil, climate, vegetation), a review of
the history, sociology and ecology of the block, an estimate of cuirent
and potential carrying capacity, a projection of development costs and
benefits, the grazing system formula and management controls to be
applied (including designation of wet and dry season pastures), correlation
with other uses of the block (wildlife, IMD routes and holding-grounds,
camel herding, etc.), an overall implementation schedule, a plan for
maintenance and procedures for executing plan revisions. ;

2, Construction

The order of work from year 1 to year 4 of the project would
follow a development plan for the timely implementation of required
infrastructure fanilities in each block: (a) road construction to
delineate grazing block boundary lines, (b) preliminary site investigations
for construction of water reservoirs and borehole development, (c) construc-
tion of access roads to selected water sites, (d) construction of reservoirs
and/or (e) exploratory drilling for borehole development and/or contract
drilling for development of production wells, (f) installation of ancilliary
items, pump, tanks, troughs, gabions, fencing, (g) construction of
housing for range officers. l
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a. Reservoir Design and Construction
‘Detailed reservoir design will be based on a modification

‘or fitting to site conditiomns of the standard plan for the reservoir of the
designated size required in the development plan. Reservoirs will be of
three basic sizes: (1) large - 5.0 million gallons or less, (2) medium -
3.0 million gallons or less, and (3) small - 0.5 millicn gallons or less,
Rach reservoir will be sited on the basis of .watershed area, rainfall
potential and cub-surface ground conditions. The location and size of
each reservoir will be selected by the Range Management Division and will
conform to the wet/dry season grazing system. ' .

The proposed construction of 45 large, 24 medium and

160 small reservoirs is to be done by -force -account operation by the
Range Water Branch of the Water Department, Ministry of Agriculture,
using a designated spread of equipment known as a Dixey UniV Presently
the Water Department has one Dixey Unit working the Northeast area. The
construction schedule for the pans is based on operating thils Dixey Unit
in grazing blocke 4, 5, 9, 10 and 15 during years 1 to 4 of the project.
A new Dixie Unit will be providecd under the propceed loan and will be
available on site during year 2 of the project. This new Dixey Unit
will start work in Block 6 and after completing work in this Block will
move to Blocks 7 and 11, through years 2 to 4 of the project.(Annex ViI).

Projected pan construction work 1s based on past

performance urder ‘hase I, where the Dixey Unit had the capability under
optimum conditions of constructing 12 large pans or 20 medium or 60 small
pans per year. Allowing for delays due to logistical problems and net
available equipment operation time, it is expected that construction

can be completed with two Dixey Units during the four-year project period.

;/ Large reservoirs, for example, will only be constructed where the

watershed area is such that a system of crude drainage channels can
be constructed to collect the runoff necessary to fi1l11 the reservoir,

~ Temporary (small)rcservoirs will be placed so as to optimlze the

chances for catching water from the "strip" rains common in the
Northeast.

The Dixey Uni%, named for the originator under Phase I Livestock Project,
consists of 6 - 10 units of equipment capable of a self-contained
construction capability of the type and size facility designated

for the Project. A Dixey Unit would normally consist of: 3 motorized
scrapers, 2 graders, 1 track dozer, 2 rubbertired pushers, 3 - 5 flatbed
trucks, 3 pickup trucks and malntenance support equipment. The Unit is
designed for high mobility. : A
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b. Borehole Drilling and Development

The Water Department will contract for borehole
drilling, testing and development using competitive bid procedures.
All planned borehole development during the four-year period of the
project will be completed in this manner. In addition, the Water
Department will provide, by force account operations, two borehole
equipping teams to build pump houses and watering troughs. Contract
methods will be used to install storage tanks. Thirty-seven boreholes
are planned for drilling and equipping during the four-year period.

In addition, 11 existing boreholes will be equipped..

. Tor borehole development, the ground water hydrogeologist,
using hydrogeologic studies and location requirements of the Range
Management Division, will site locations for borehole exploratory drilling
and borehole: development for producing wells. Borehole logs will be
maintained by the contract driller, under monitoring by the ground water
hydrologist, end all data will become the property of the Water Department
and be maintained in permanent files.

Ancilliary design requirements for both reservolrs and
boreholes related to Gabion Construction, perimeter fences, pump
requirements, storage requirements and water troughs will be completed on
site by the Water Department.

¢. DBoundary and Access Roads (Tracks)

Each grazing block developed will require a minimum
amount of track construction comprising a low standard dry weather type
road with no permanent drdinage structures or all-weather surfacing
materials. These roads require a minimal equipment time input and
engineering layout. The roads would be 12 - 14 feet in width (width
of a dozer blade) and would follow the grazing block boundaries and section
divisions. These low standard roads would provide block and section
delineation, fire break control and access to watering points.

At present one track construction unit is available
(see Table 4, Annex VII) with the capability of construction and main-
tenance of about 300 miles of track per year. Approximately 2,600 miles
of new track will be constructed in blocks 4 - 11 and 15 under the
Phaase II Project, To meet these planned objJectives one additional track
unit will be purchased under the loan. The loan will also provide for
replacement of three to five pieces of equipment now assigned to the
oexisting track oconstruction unit.

: Track construction will be by Water Department force
acocount operations. Supervision (scheduling) of the unit will be the
responsibility of the Range Management Divis;on.b oo .



d. gm, Storage Tahks and Watering Ticughs for

Large Reservoirs

Following the construction of the. large pans it is o
planned to oconcurrently install at ten of the sites small pumps, 5,000
gallon storage tanks and watering troughs, This work will be done by .
foroe acoount operations and coordinated between the Water Department
and Range Management. '

e. Staff Housing

Fourteen grade 6, fifteen grade 8, and fourteen grade 9
staff houses will be constructed at the grazing block sites for range
management and other personnel. This housing, to be built to standard
GOK plans and specifications, will include one-room houses constructed
near the middle of' each grazing block to provide overnight quarters for
Block Managers and other government personnel while working in the
block, and houses of three to five rooms to serve as permanent quarters
for Block Managers. <

3. Operation and Maintenance

a. Eguigment
(1) Equipment Operation

On site equipment operation and camp support
requirements wiil be provided by GOK personnel. These personnel will be
under the Jurisdiction of a camp Officer In Charge (0IC) responsible for
the overall camp sstablishment, administrative requirements and logisitical
support for day-to-day living. The availability of equipment operators,
mechanics and camp support personnel is not expected to present a problem
for operation of the additional Dixey Unit and Track Unit being procured.

"(2) Equipment Maintenance

, REDSO/USAID analysis, supported by assistance from a
short-term equipment specialist consultant, conecluded that the following
maintenance inputs are necessary to assure operation and maintenance of
the construction units in such a way as to meet the project's four-year
~construction schedule: -

(a) Maintenance Equipment and Facilities

A o The Project will provide for the procurement .
of the basic required shop 1 intenance equipment necessary to
maintain both the exiating/g e§r§ﬂga%§aok unit equipment. The levels
of maintenance auppcrt are planned so that the field conatruction site .
has the oapabilities of doing first, second and third echelan maintenance,
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In addition, durlng yeatr one of' the proJen!
a maintenance shop and warehouse will be constiucted at Wajir to provide
for a permanent installation for: 1) first, second and third echelon
levels of repair for vehicles and equipment; 2) repair of the Ministry of
Agriculture vehicles and equipment moving throughout the Northeastern area;
3) limited stocking of fast-moving parts; 4) a back-up facility to support
the construotion site operations; 5) temporary storage of POL, equipment.
and other required project items. ‘

The warehouse will be of a simple design using
locally available construction material and will be of the least size
neceossary tu meet. the above requirements, Design and construction of the
shop and warehovse will be the responsibility of the Water Department.

Operation of the shop at WajJir will not require
more than five GCK persomnel. These personnel would be under supervision
of the equipment specialist assigned as part of the technical assistance
input to the nroject (see below). The equipment specialist would have

- the responsibility of supervising and performing repair on equipment and
vehicles operating in the Northeast area on the livestock project including
Water Department, Range Management and Livestock Marketing Division vehicles

Additionally the equipment specialist would assist
in the flow and uscquisition of spare parts as required at the Dixey Unit
and Track Unit construction sites.. A small stocking of spare parts would
be held at this shop and the shop would function as a drop point for
required spares coming in from the Nairobi area.

b. Spare parts

The Project will finance the costs of spare parts over
the four-year ProjJect period for both the existing equipment of U,S.
yource and origin and the proposed jequipment., Three methods are
proposed for 8pare parts procurement.:

1. At the lime of procurement of new equipment, the
manufacturer will provide a listing of fast-moving items. A small
percentage (5%) of equipment acquisition costs will be utilized to procure
these items. i

, 2. A spare parts procurement contract will be executed
between the GOK and in-country local equipment dealers to supply spare
parts on an "as nesded" basis for U.,S. source and origin equipment
operating on site, ' '

3. Spare parts will be procured through = U,S, wholesale
parts supplier for "as needed" parts that are not available under methods
(1) and (2) durirg years 2, 3, and 4 of the Project. It 1s not contem-
plated that apare parts will be procured by large lot orders on a
competitive bid besis for warehouse stocking.



c. Technical Assistance

It was determined from on-site inspections and
discussions with the GOK that the Project requires technical assistance
to assure adequate equipment maintenance and utilization; to establish
and operate the proposed District Maintenance Shop at Wajir; and to
establish and implement an adequate spare parts logistical system
between the Nairobi source and the site of operations in the Northeast.
It 1is therefore proposed that:

(1) Two oquipment technicians (Master Mechanics) on a
GOK direct-hire basis for assignment to each Dixey Unit be recruited
for the Project, The firat man would arrive during year one of the
Project to work with the existing Dixey Unit and the second man would
arrive during year two to work with the new Dixey Unit. .

(2) A Master Mechanic/Shop Technician on a GOK direct-
hire basis would be recruited during year two to operate and manage the
WaJir District shop. The technician's arrival would coircide with the
arrival of the shop tools being procured under the loan.

(3) A spare parts/warehouse technician on a GOK direct-
hire basis would ke brought on to the Project during year one to expedite
- and implemeni purchasing of spare parts and POL and supplying the warehouse
and construction sites in the Northeast area.

"~ d. Infrastructure - Operation and Maintenance

The Waler Depariment ls responsible for the actual
maintenance of reservolrs, boreholes and range tracks as these infra-
structure unitis are developed for the Project. The Range Management
Division 1is respcnsible for selecting which structures need maintenance.
GOK plans call for eventual implementation of user charge to pay for
operation and malntenance of water facilities.

(1) Boreholes. Borehole operation (daily pumping and
cattle watering) will be done by locally trained operators under the
supervision of Water Department personnel. The Range Management Division,
however, is responsible for determining when and which boreholes to operate.

(2) Pans. An estimated seventy-seven (77) large,
medium and small pans wlll need varying degrees of maintenance by the
end of 1977. Some of this work will be done in canjunction with equipping
the large pans with pumps, storage tanks and watering troughs. Most of the
maintenance, howaver, will consist of removing silt from the sediment and
main pools and cunstruction of post and wire fences and thorn bush fences
where needed for pan protection.
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(3) Tracks, Approximately 5,000 miles of track
maintenance is needed over the next four years for planning,
implementing and maintaining the Project. Most of this work will be
done by the Dizey Units while they are working a grazing block during
the construction phase. The balance will be done by the Track Construction
Unit.

4. Basis for Cost Estimates - Northeast

Cost estimates for the construction portion of the Northeast
program were developed on an item-by-item basis using existing Ministry of
Agriculture (Water Department and Range Management) records of the Phage I
Project and the TBRD appraisal report for this Phase II Project. 1In
addition, USAID/REDSO reviewed and upgraded pricing and cost estimates
as follows: all equipment procurement includes a ten percent (10%4)
escalation factor to date of purchase; costs of petroleum, oils and
lubricants (POL) as a portion of the equipment operational costs were
increased by one hundred percent (100%) in the first Yyear and nothing
thereafter; othar costs were assumed to increase 8 percent per year for
an average of i€ percent over the four year construction period.

The services of a short-term consultant were retained to
establish and cost out the requirements for the ilew equipment maintenance
support units, shcp tools and technical ussistance necessary to meet the
objectives of the project. :

See Annex VII fof details on costs and cost assumptions,



Y . Tho following table provides a summary of capital and
technical assistance costs for theiNortheast‘portion of the ProJeqt:“

Cost ($000's)

A. Water Department

Reservoir construction and equipping* 2;315.5
Track construction* ‘ 208.0
Borehole construction and ‘equipping 1,227.6
Construction equipment and vehicles 929.5
‘Maintenance shop and equipment: . 204.8
4’87534 *
'B. "Range Management

Housing 376.3
Vehicles 137.5
Miscellaneous equipment 43.6
557. 4

C. Technical Assistance

Equipmeht Specialists 330.0
Procurement services . 5.0

405.0

TOTAL 5,837.8
+10% for contingency - 583.8

6,421.6
* Excludes cost of construction equipment

B. AFC - Ranch Development

Phase II of Livestock Development is scheduled to include °
60 group ranches, 100 commercial ranches and 21 company or cooperative
ranches. (See Annex V, page 5 for a discussion on the Phase I
ranching program financed by IDA.) :

_ Group ranchimg areas proposed for development are primarily
in Narok, Kajiado and Samburu Districts of Rift Valley Province. To
date little development has been done on these ranches. The lands
are being adjudicaled to nomadic pastoralists who have traditionally
grazed these lands. Company and commercial ranches scheduled for
development are in more productive areas.in the southerniand coastal
parts of Kenya, :
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1. Planning

: Planning teams from the dange Management and Water Departmen
will consist of a PASA Agricultural Engineer and Range Planner and their
Kenya counterparts. The PASA Hydrolgeologist will assist in water develop-
ment planning as needed. The Range Planner along with his Kenya counter-
parts will conduct mapping of range type, soil type, range condition,

and trend. From this data and actual production measurements, when

forage is availuble, a carrying capacity for each ranch unit will be
obtained. The Range Plammer will also determine water development and
assoclated structure needs and prepare a management plan to assure

proper use of the forage resource into perpetuity.

The Engineer will determine feasibility of .water development
and related struc*ures as proposed by the Range Planner. He then
prepares preliminary plans and cost estimates. His work also entails
feasibility of other structural improvement, roads, etc. necessary. for
ranch development. ' ‘

2. Water Development Procedures

The water development survey for group ranches is .the
responsibility of the Water Department under the Ministry of Agriculture‘
working in cooperation with the AFC and RMD. A survey team, ineluding
A.I.D. PASA members and operating out of Water Department headquarters,
is responsible for actual site inspection and area reconnaissance from -
which a determination would be made as to the most economical and
feasible method of water development. A water survey report would be
prepared showing the above which would then be passed to AFC for
determination of viability of the necessary subloan.

For commercial and company ranch development it is expected
that engineering consulting firms will be engaged to conduct the water
survey, the cost thereof to be eligible for AFC financing. :

‘3. Subloans

Subloan application for ranch development is made to AFC
after plan completion. The subloan will cover cost of construction of
needed water improvements (boreholes and reservoirs), purchase of steers,
bulls for upgrading the herds, motorized equipment and working capital.
Use of A.I.D. furds will be limited to the purchase of cattle.

4, Construction

: Construction of improvements is to be performed by private
firms on a bid basis. To encourage bidding and to realize a more "
competitive price a group of ranches in one locale will be included in
each bid paokage. ‘ ‘



5.‘ Management

To insure proper range management, ranches will be required
to have a properly qualified ranch manager, such as graduates of Egerton
College, AHITI o Sinya Training Center. To prevent overstocking a
carrying capecity will be established in cooperation with the Range
Management Division. Range condition and trend studies established by
the plamning teams will be used as the final ocontrol of carrying capacity.

6. Basis for Cost Estimates (AFC)

On the basis of investment models for typical group,
company and commercial ranches; IBRD has estimated that approximately
$32.1 million will be required for the 180 ranches and 3 feedlots
scheduled for development under this Project. Of this amount,
approximately $13.3 million is estimated for the purchase of cattle.

(exolusive of feedlots which A.I.D. will not be financing). The
investment models prepared by IBRD are included in Annex X.

C. Contractor Availability

1. Northeast Province Area

’ In this area, contract work will apply only to (a) borehole
drilling and development; (b) .some staff housing and warehouse construction;
(c) some pump installation and storage tank assemblies. :

The past experience of the Water Department shows that
contractors are available in the immediate or adjacent areas to bid
on this type c¢f work. Water Department has in the past and is presently
using contractors in the Northeast area for such work with satisfactory
results, :

. . The magnitude of the work is such that Kenya contractors will -
be attracted to bid on the work, especially borehole development. All
work can be undertaken by Kenyan contractors.

2. AFC Ranch Area

Both the AFC and the Water Department in the past have had
satisfactory experience in this area of Kenya in obtaining sufficient,
sabisfactory and reasonable bids for borehole development. The magnitude
of the proposea Phase II program will provide additional incentive for
oontract response to work in this area.

With regard to ranch reservoir construction,»qontractor
response has been minimal, but satisfactory. ‘It is planned during
implementation of the ranch development to group a number of reservoir
- oonstruction projects within one Invitation for Bid. ‘This would assure
lower mobilization costs and an expected greater response from local
contractors. All work can be undertaken by Kenyan coniractors.
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v. oo maneis
A. Cost Estimate
‘Detailed cost estimates for the proposed AID prodect’ Somoonents alre
Peten

contained in Annex VII, Tables 1 through 8 and are summarized
(8000's).

Foreign Local ‘
Exchange - Cost TOTAL
Northeast Project |
Water Development 1,931,0 3,337.1 5,268.1
Range Management 238.0 984.2 1,222,2
Nlintengnca Equipment and _
Personnel ' 514.8 - : 514.8
Subtotal (2683,8)  (4,381.3)  (7,005.1)
Physical Contingency (10%) 268.4 432,1 | 700.5"
. 2,952.2 - 4,753.4 7,705.6
AFC (Ranch Credit) ¥ - 5,685.7  5,685.7
Meat Processing Study 200.0 - 200.0
3,152.2 10,439.1 13.591.3 .

Y Includes 30 .percent host country contribution, i.e. 10 percent
from the GOX and 20 percent from private beneficiaries. .Does not
include the IDA loan, nor the associated proportionate contributions
to the IDA loan from GOK and beneficiaries.
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B. Pinancial Plan

‘The financial plan for the proposed project is as follows
. ($000°'s) 2

Poreign Local.
Bxchange Cost TOTAL
NO!th.llt‘onj.ct Y4
AID Loan 2,952.2 (568) 2,307.3 (44%) S.259,5 (68%)
2,952.2 4,753.4 7,705.6 (100%)
AFC
AID Loan : - 4,100.0 4,100.0 (70%)
cox &/ - 528.6 528.6 (10%)
Beneficiary Contribution - : 1,0587.1 1,057.1 (20%)
5,685.7 5,685.7 (100%)
Meat Processing Study
AID Loan 200.0 - 200.0 (100%)
TOTAL
AID Loan 3,152.2 (34%) 6,407.3 (668) 9,559,5 (69%)*
GOK & Beneficiaries - 4,031.8 4,031.8 (31%)

3,152.2  (24%) 10,4688.1 (768) 13,591.3 (100%)

* Round to $9.6 million

L Includes 108 price escalation to date of purchase on equipment;
other itemns include 8% p.a. for inflation or an average of 16s
over the 4-year construction period, except POL for which coat was
increased 1008 in year one and nothing thereafter. See Annex VII
for details.

L Does not include as GOK contribution Water Department's design work
for group and company ranches, equivalent to approximately $0.5
million. '
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l. Northeast Project

It is propose! that AID finance the total foreign exchange l/.'
requirements of the Northeast project and approximately 48 percent of
the local costs (equivalent to 44 percent of the proposed loan). ‘
Foreign exchange costs to be financed under the AID loan include the
heavy earthmoving equipment, vehicles, spare parts, maintenance equipment
and the four raintenance/logistics specialists. The AID contribution
for local costs would be used primarily for POL and invoiced costs
associated with borehole drilling and equipping, all on a cost reimburse-
ment basis. Reimbursement of lccal costs by AID will be made upon
presentation of required documentation and satisfactory evidence that
the GOX is making budgetary allocations to the Range and Water Departments
when and ae required and that these Departments are carrying out their
contribution to the project in an acceptable manner. (See Annex VII
for a detailed breakdown of the Northeast costs and proposed AID/GOK
sharing ot these costs).

2. Arc

AID's. contribution to the proposed AFC ranch development program
will be commingled with the IDA and GOK loans to avoid placing upon
“AFC unnecessary accounting and administrative burdens that would ensne
if each donor ware to require the setting up of special accounts and
identification of special subloans for the use of its funds. To ensure,
however, that AID funds are utilized to finance legitimate local costsg,
AID disbursements will be made exclusively for the purchase of cattle
for the ranching operations. While cattle purchases will represent more
than 50 percent of the total AFC disbursement, AID's loan input will
represent only 15 percent of the total AFC financing., It has been agreed
with IDA and the AFC that limiting the use of AID funds to cattle purchases
can be re:z"ily accomplished by charging a percentage of each AFC reimburse-
ment request to AID. That at least this amount was spent on cattle will
be verifiable by AFC's copies of invoices for cattle purchases.

The total cost of the AFC ranching program is estimated at
$32.1 million, including in addiZion to the AID contribution, the IDA
loan of $18.5 million and a loan from the GOK of §3.2 million at the same
terms as for the IDA and AID loans. Another 20 percent or $6.3 million
will be in the form of equity contributions by the ranch subborrowers. Costs
to be financed for the ranching and feedlot schemes other than cattle,
include water davelopment, firebreaks, farm roads, stock dipping and handling
facilities, workmen's housing and working capital. (See Annex X Tables
8 thru 19 for estimated costs for model ranches and facilities,)

C. Losn Terms

‘ It is proposed that proceeds of the AID loan be made available
to the GOK at AID's standard concessional terms: ten-year grace period at

Y Defined on basis bf.source of procurement
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2 percent interest per annum followed by a 30-year repayment period
at 3 percent interest per annum. The GOK would onlend $4.1 million -
of the total loan to the AFC at 3 percent interest for 20 years,
1m1ml ve of a five-year grace period. AFC subloan temrms would be

(] psrcent pex annum with a maturity not to exceed 10 you--, 1nc1u|1ve
of a grace reriod not to exceed three years.

D. Prospects for Rn[axnént

. Kenya hn an excellent record for meeting external obligations
promptly. The Kenyan economy is stable with an average 7 percent growth
rate since independence and should continue to generate adequate resources
to urvico thil ‘loan. The debt service ratio in 1972 was 3.6 percent.



VI. ECONOMIC ANALYSIS 29
Int&uotion

A complete economic analysis of the project was conducted by IBRD/IDA
staff in preparing the IBRD "Appraisal of Second Livestock Development _
Projeot - Kenya." Utilizing shadow prices for labor and foreign exchange,
excluding price contingencies, valuing production at international prices
adjusted for transport costs and, using as an approximation of the value of
wildlife development the benefits which would have accrued teo zroup ranches
if they had been developed instead of game parks, the economic rate of return
for the total project was estimated to be 27 percent, If capital costs were
inoreased by 10 percent and benefits decreased by 10 percent the rate of
return declined to 19 percent. While the above analysis is no longer
striotly valid due to changes in the project -- an expansion of Northeast
Province Development and the exclusion of construction costs for an abattoir --
it appears the effect of the changes would be to improve the rates of return
because with the changes, production is increased, foreign exchange costs
are decreased and exports are largely unaffected vis-a-vis the original
project. : : :

Nevertheless, due to the difficulties encountered when attempting to
modify the original IBRD/IDA analyis to reflect the changes, an economic
analysis of only the revised Northeast Range Development Project was prepared.
For the ranches znd feedlots to be financed through the AFC, model ranch
plans including projected cash flow are presented as originally prepared by
IBRD, Financial returns expected for each type of ranch (as calculated by
IBRD) are 23 percent for group, 15 percent for compary and 12 percent for
commercial., : :

- Benefits

The primary economic benefits from the Nowtheast range development project
result from increased cattle population and offtake as the carrying capacity
of the range 1is increased almost two and a half times at full development
In four years and the offtake rate is raised due to better management and
several other factors, Secondary economic benefits also.accrue from
(a) growth in sheep and goat population due to increased water availability
and better range management, (b) reduction in camel population at least in
part due to the rodundance of water-carrying pack animals, and (c) increased
Incremental milk production for subsistence consumption from cows which do
not have to walk as far for watsr and forage,

Under what have been cetermined to be the most probable parametersl/
the cattle population Increases from the current level of 212,980 head to
352,882 head in year 20 ~- an increment of 135,772 head or a 165% increase.
Offtake grows from 11.5 percent currently (including|3 percent for sub~
sistence consumption) to 16.3 percent (again includi g 3 percent for.
subsistence) or from 24,460 head to 57,650 head. At an average price of

1/ See Table 2, Annex XII | ' - o
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Ksh 500/head (th 2.65 per kilogram) the value of the incremental offtake
is shown in Table 2, Annex XII,

Benefit Distribution

Northeast range development would directly benefit the owners of
over 352,000 cattle by year 20. No definitive studies of cattle
ownership in the Northeast are available but if it is assumed that per
capita ownershlp is about 5 head (one study indicates per capita ownership-
of appreximately 2 head which the Project Committee considers low), the '
Project would benefit over 42,000 individuals initially and 63,000
individuak in year 20. Per capita incomes would be increased from an
estimated $45 per annum to about $64 per annum in twenty year.. This
computation only recognizes benefits from cattle offtake; in reality,
additional “inocome" will be derived from better milk supplies and
larger sheep/goat offtake. See Table 4, Annex XIT,

For the AFC ranching component, the IBRD has calculated that with
all ranch investment n place by year 5 of the project, approximately
10,000 families or 51,000 individuals would be benefitted. Per capita
cash incomes would be increased from $56 per annum to an estimated $195,

Internal Rate of Return

Utilizing the most probable coefficients for herd growth and offtake,
attributing all incremental cattle benefits to the project, and utilizing
market prices for both costs and benefits, the IRR 1s calculated to be
10.66 percent (Table 3, Annex XII), To the,extent that in-migration of
cattle from outside the project area oceur and the highly conservative
herd growth coefficients are exceeded, this IRR will rise.

Sensitivity analysis indicates that with a ten percent reduction in
benefits and ten percent increase in investment costs, the internal ,
rate of return falls to 8 percent. The Project Committee, however, believes
that the conservative herd growth and offtake parameters may be exceeded,
and with only a ten percent increase in benefits, the internal rate of
return rises two points to 12.6 percent. See Tables3a and 3b for calculations.

1/ Which'is not an unreasonable expectation since even in Year 20 the
* developed range will not yet te fully utilized.
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VII. MANAGEMENT, IMPLEMENTATION AND EVALUATION

A, ProJeot Management

Project Coordination Unit (PCU)

Responslbility for overall proJect coordination of the _
Second Livestozk Development Project, 18 vested in the ProJect Coordinatioq
Unit as provided for under the Development Credit negotiated between the
Republic of Kenya and International Development Association:

The ProjJect Coordination Unit, within the Borrower's Ministry of
Agriculture and under the direction of a full-time Project Coordinator,
will be responsible for the overall coordination and supervision of the
Project, in cooperation with the Borrower's Ministries and other agencies
involved in the Project. The ProJect Coordinator, appointed by the
Minister of Agriculture and responsible to the Director of Agriculture,
is empowered to nake all day-to-day .decisions relating to the operation
of the Unit, including staff management. He is assisted by an
Assistant Project Coordinator and such supporting staff as may be required
for the efficient carrying out of the responsibilities of the Project
Coordination Unit. These responsibilities include the following:

1. coordinetion and integration of all Project activities
with the ministries and other agencies of the Borrower;

2, arrangenents for and advice on the selection of consultants
and other sperlalists required for the ProJject; .

3. arrangements for and decision on the selection of people for
training under the ProJject:

4, evaluation of investment plans, as to technical, economic,
ecologiocal and aesthetic suitability, before submission to AFC for final
approval; and .

5. project monitoring reporting and evaluation, ineluding
monitoring and evaluation of the First Livestock Project, and evaluation
made by consultants, universities or other agenoles employed by the Project
Coordination Uait.

The PCU wes officially established in late 1973 with the selection
by Lhe GOK and approval by the IBRD and A,I.D. of the Project Coordinator
(formerly head of Range Management) and his deputy (an A,.I.D, -financed
advisor to the Ministry of Agricul.ture).

Imglemenuing Agencies 1

The principal institutions through which #rojeot implementation
will proceed are: ,

a. The Agricultural Finance Corporation (AFC),

b. . Range Management Diviaion of the Ministry of Agrioulture (RMD),
avd , ,
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c. The Water Department of the Ministry of Agriculture (WD).

The Range Management Division (RMD) is staffed with about
360 professional and technical employees and receives substantial assistanc
from A.I.D.-financed range advisors and FAO/UNDP specialists. In addition
to rfield and extension activities, RMD is also charged with reaponsibility
for initiating research on rangelands. The Water Department s Range Water
Division, which also receives considerable' technical ssistance from A.I.D.,
is responsible for water aupplies on range areas, - The: Agricultural Finance
Corporation is the government 8 principal institution for extending
agriocultural credit.

In each of these organizations USAID is providing
technicians, through PASA agreements or contract, who will be directly
involved in 1mplementation aotivities. These technicians include:

(1) Credit specialist, AFC Ranch Section and 3 area
credit supervisors for AFC

(2) Three Range/Ranch Planners for RMD
(3) Three agriculture engineers for WD
(4) One hydrogeologist for WD

In addition, USAID is supplying the Deputy ProJect
Coordinator and one Livestock Economist for the Economic Planning Division
of the Ministpy of Agriculture.

USAID has provided degree training in range management
for 9 Kenyans anc short-term training for 11 others. In 1973, 5 participants
started training in U,S. universities, 3 in range management and 2 in
agriculture engineering. It is anticipated that over the next 4 years
a total of 26 participants will have received or be in the process of
acquiring degrees in the above filelds and thus be avallable to continue
activities started under the Phase II Developments.

In addltion to the above mentioned A.I.D,-financed t&chnicilans
and U,S.-trained Kenya staff, four equipment speclalists are to be
financed under the proposed loan: These include:

1. A coordinator for logistics and accounts in the Water
Department for the N. E. Province Development.

. _ 2. A maintenance foreman and coordinator for N. E. province -
development. : '

3. Two maintenance foreman/master meohanic, one for each of
the two units,

With Lhe abcve. mentioned support along with other donor contributions

to ‘the Kenya Government's inatitutions and governmental departments, project
mlnlsemont 1nfrnatructure should be adequato.
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B. Project Schedule

Tt is anticipated that the entire loan should be drawn down
within approximately four years of loan execution, i.e., the time-frame
of the overall project. Virtually all equipment will be procured
within the first 12-18 months. Mos* drilling on both the Northeast
and on AFC-supported ranches, all to be performed by private contractors,
will be completed by the end of Year Three. Pan and access road
construction will extend over the entire four-year period. Chronological
progress of AID loan-!inanced project elements is projected as follows:

May 15, 1974 Loan authorized and draft loan agreement
c presented to GOX. .

June 30, 1974 Loan Agreement signed.

June 30, 1974 Specifications for heavy construction and

maintenance equipment, well pump, and vehicles
prepared by GOK; draft procurement agency
contract prepared; recruitment begins for

4 loan-financed technicians.

July 30, 1974 REDSO approves above specs and draft
' procurement contract; both sent to procure-

ment agency.

August 15,1974 Initial Conditions Precedent cleared;
procurement agency contract signed.

August 30, 1974 Procurement agency arranges publication
' ' synposis in CBD and SBC as appropriate.
August 30, 1974 Dixey Unit No. 2 begins construction first

pans in northeast; REDSO approvex well
drilling IFB.

September 15,1974 Heavy equipment/maintenance vehicles pumps
' IFB released.

September 30,1974 WD releases IFB for well drilling contract
‘for Northeast (5-10-wells) and Wajir
workshop; RMD releases IFB for staff housing
in Northeast (first year's requirement -

11 houses).

October 1, 1974 WD lets design contract for water facilities
) on first 10 AFC ranches.

NQVlnbor 15,1974  U.S. equipment, workshop, and housing IFB's
opened.

November 30,1974 - N.E. well drilling contract award reconnended
' by GOK.

December 15, 1974 AID/W approves all minor U.S. equipment
Procurement awards; GOX awards workshop and :
- housing construction contracts; REDSO lpptOVOI
well drilling contract,



Devesiber 31, 1574

Deceaber 31, 1974

Jamary 1, 19738

Janaarv 15, 1975

January 31, 1975
Ma;ch 15, 1975
June 15, 1975

August 31, 1975

December 31, 1975

February 28, 1976

July 1, 1978

July !, 1479

REDSO/GOK approvoo'lnjor U.S. equipment
awards and request AID/W issue L/Comm);
procurement agent establishos L/Credit.

AFC ranch water designs completed.
(first 10).

Japanese-financed heavy equipment
(temporary allocation) arrives in NE;
well drilling contractor mobilizes; AID
reimburses AFC for initial cat‘le
purchase loan disbursements.

First project evaluation held (every
6 months thereafter).

L/Comm and L/Credit issued for U.S.
procurement and fabrication begins;
workshop/housing contractors mobilize;
four loan-financed U.S. technicians

arrive.

First minor U.S. equipment items
shipped; first AFC ranch water develop-
ment contracts let.

First minor U.S. equipment items (e.g.
RMD and WD support equipment) arrives
at site; vehicles shipped; RMD releases
IFB for remaining 32 houses.

Wajir workshop and first RMD houses
completed; housing IFB's opened (second
tranche) .

Remaining minor U.S. equipment items,
plus vehicles and pumps, arrive on site.

Heavy construction equipment shipped.

Heavy construction equipment (Dixey No.3
plus replacements for Dixey No. 2) arrives
on site; Japanese construction unit
transferred out.

N.E. well drilling program completed;
AID makes final reimbursement under AFC
ranch program.

N.E. pan construction program completed;

final dishursements under loan; loan closed
“out,



35

C. Procurament Plan

It is anticipated that the services of a procurement agency
in. the United States will be utilized for all initial equipment and
matsrials purchases. Subsequent procurement of spure parts will be
accomplished through local dealers or, in the case of smaller items
having no dealer facilities in Kenya, throcgh a U.S. supply house
under letter of credit arrangement. Items of local cost such as -
petrolewr products will be purchased initially with GOK working funds,
with subsequent reimbursement from the lorn upon presentation of paid
invoices. ' '

Due to (a) the need to maintain a simplified spare parts
inventory under difficult and highly mobile working conditions, and.
(b) the nced to standardire new equipment with existing, single-
manufacturer equipment to be intermingled with new equipment in the
two Dixey units, it is recommended that proprietary procurement for
certain items of heavy construction equipment be authorized. A waiver
request iv attached as Annex IX. ' : -
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D.. Project Bvaluation.

‘The proposed loan fully endorses the aim of the AID grant-financed National
Range and Ranch Development (NRRD) Project - to increase livestock production
to meet growing domestic demand and to earn foreign exchange through exports
of livestock and livestock products ~ and its development implications for
various segments of the Kenyan economy, including:. '

a, fér'pabtoralists and ranchers an improved means of gaining
a~)ivelihood; : .

b. fo:-tariere in high potential areas increased numbers of better
quality stock and feeder'animals'from range areas;’ o

c. lxpandod'cnploymeht'opportunitiea'on'ranges;‘raﬁchéa, feedlots
and marketing facilities; : :

d. for the national economy, increased commercialization of a major
economic sector, increased domestic product and increased foreign
exchange earning potential. '

As in the case of the NKRD projéct, key indicators of achievement will be the
extent to which range lands are brought under improved management schemes and the
annusl rate of increase in animal marketings. '

For purposes of measuring> and evaluating these indicators as well as the phys-
ical outputs of the loan project, the following project resources will be utilized:

1. The Coordination Unit

_ Ovsrail responsibility for monitoring and evaluation of this Project
a8 well as the First Livestock Project will rest with the Project
Coordination Uait. (PCU).

For the collection of baseline data PCU will rely primarily on
Range Managament Division, LMD aud the Census and Monitoring Unit. RMD
staff, in planning and designing the NE grazing blocks will develop data
on the rescurce characteristics of the area, includii g the status of the
range, stock management, range carrying capacity, water resource potential,
cattle and human population. This data will be periodically updated by
the extensior staff of RMD as project development proceeds., Offtake data,
including cattle origin/destination, numbers, weight, age, etc., wiil be
. provided by IMD. The Census and Monitoring Unit will provide up-to-date
~baseline data on the interface between livestock and wildlife in the
‘ranching arcas as well as the Northeast Province and Isiolo district..
- This will make available information for. identification of livestock
. development areas together with the ability to assess possible conflict
- with wildlife population. . '
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In addition to its day-to-day monitoring and evaluation actions,
PCU will be assisted as necessary by consultants, universities or
other appropriate agsncies, in the conduct of periodic special studies
including a farm management and accounts survey based on a stratified
sample; a survey of the ecological, social and ‘economic impact of the
Project, aod investigation of the efficiency of various functions
critical to the project's success such as cattle nnrkoting and meat

processing.

Funds have been budgeted under the Project specifically for the
evaluation and monitoring work of PCU ($100,000) and for the Census
and Monituring Unit ($775,000 for the 4~year project period and $50,000
annually thersafter).

2. !mimtd_;k____!ill_rv_-y_lu;-.'.

The A.I1.D. loan will provide approximately $38,000 over the
4-year projact period for the equipping and operation of two two-man
range trend survey teams. The GOK will pay the salaries of these four

men (approximately $56,000 for four years) and ‘assume all costs for
,thc teans in year 5.

These teams, under RMD supervision and operating out of Garissa in
the Northeast Province, will have the specific task 6f establishing,
monitoring and re-reading range trend studies to determine the effective-
ness of the range management program. The continual monitoring of NE
project areas by these teams will permit early detection of evidence of
overgrating and overstocking. It is anticipated that within five years
of activaticn of these teams, study results should be available to
. indicate tc the Block Managers and District Range Officers whether their
management practices are causing range dmprovement or range deterioration.

3. Six-Month Donor Review Missions

For this project the concept of the normal semi-annual IBRD project
review mission will be expanded to include participation by representatives
of each of the other donors as well as the GOK. These field rcviews, to
be led by the IBRD's Regional Mission for East Africa (Nairobi), will
provide not only for joint donor reviews and evaluation of all phases of
the project but also an opportunity for greater donor coordination, an open
- forum for sharing problems and experiences associated with respective
donor seguents of the project, and identification of projéct ‘elements
nooding modification, reinforcement and/or recocaideration. '



VIII, GENERAL EFFECTS OF THE LOAN

A, _Igact on the U S Economy and Balance of Payments:

. It is recommended that the loan finance Code 941 (U S
and selected developing countries) and local costs, Approximately
34 percent of the loan or $3.2 million will constitute non-Kenyan
~ source/origin procurement; it is anticipated that virtually all of
this procurement will be from the United States, The remainder of
the loan will be used to finance local costs which will yleld a net
negative effect on the loan on the U S balance of payments, ‘

B, Effect on Private Enterprise

Amost every facet of the loan will directly benefit
either Kenvan or American private enterprise, The.investments in
‘water facilities development and improved range management in the
northeast will greatly improve the economic and social. prospects of
the resident pastoralists who own and teke benefit from the entire
livestock herd in that area, AFC ranch development loans will ygo
exclusively to private borrowers, From the standpoint of procurement
virtuelly all equipment and materials will be supplied by private
enterprise suppliers in the U S principally end to a lesser extent in
Kenya, It is further expected that the loan finanted technicul
assistance will be furnished from private, non-governmental sources,

C. Environmertal Impact

The Project has major environmental ramifications
particularly with respect to the development of permanent water in
previously arlid areas, To avold the potentially disastrous effects of"
cattle overstocking and overgrazing the Project supoorts a strong program
of range management both in the Northeast Province and in the areas to
be developed for ranching, Although not financed by AID, wildlife -
protection is also a major component of the Project, For a full ,
discussion of tuls Project's contribution to the conservation of range-

. lend and wildlife see Annex ITI, . N B



IX. CONDITIONS PRECEDENT AND COVENANTS
In addition to the standard oonditions for legal opinion and specimen
signatures, the following speocial oonditions and covenants to the loan
agreement will be disoussed and negotiated with the GOK:
A, Conditions Precedent
1. Initial Conditions

a. IDA oredit effeotive and copy of signed and binding agreement.
available. A v :

b. Budget provisions adequate.for first year of project.

2. Condi%ions to Disbursemeat for Equipment (other than
Maintenance .

_ ' 8. Evidence of satisfactory arrangements for equipment
gervicing of purchase of spare parts, including establishment of a
separate logistia and accounting section for Northeast Province Water
Development. ‘ '

b. Evidence that an equipment maintenance program will be
undertaken, including guidelines for maintenance of equipment.

¢. An equipment utilization schedule, including a firm
plan for year one and a projected plan for succeeding project years.

d. Executed contracts for A.I.D.-financed technical
personnel under the Northeast Range Development Sub-Project,

e. Completion/availability of suitable housing for
A.I.D.-financed technical personnel under Northeast Range Development
Sub-Project,

3. Conditions to Disbursement for Maintenance Equipment

a. Evidence that arrangements have been made fdr recrultment
of technicians.

b, Evidence that the Wajir shop and ﬁarehduse facilities
have been completed (or will be completed prior to arrival of maintenance
equipment),

B; Covenanua
1. Northeast Covenants

R. 00X agrees to reconstruct pans previously completed
in or adjacent to¢ project area as required to maintain range carrying

capacity,



b, GOK agrees to take lt.pl whenever appropriate to
deolare developed blocks control areas under the orop- produotlon
and livestook ordinance.

2, 00K agrees that nor more than 20 percent of project
production will be exported to U.S.

d.. GOK shall be responsible for operation and maintenance
or reservoirs and boreholes and best efforts for establishing program
whereby costs are recovered from beneficiaries,

e, Preparation and approval by RMD and WD of block
management plane prior to development of each individual grezing block.

f. Recommendations of consultant 8 evaluation of A I.D.'s
technical assistance program for range development will be fully
conaidered and agreemsnt reached between A,I.D, and GOK for implementation
of these recomnendations.

2., AFC CO\ enants’

a. AFC agrees to suitably advertise all cattle purchase or
sale transactions of 100 head or more financed under ‘the project and
facilitated by AFC, excepting those cattle purchases or sale transactions
with IMD or KMC.

b.. AFC assures that Group Ranch Chairmen, delegees or
Ranch Managers will be encouraged to participate in purchases.

c. AFC will make its best efforts that for this project it
intends to abstain from engaging in business as intermediary to cattle
sales to and from recipients of subloans from AFC,

See Annex XIV for a listiof the undertakings negotiated with the GOK
by the World Bark.,
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CHECKLIST OF STATUTORY CRITERIA
‘m . ’

stions require onl yes or no answers, Others, howover,
::: :: :::w‘.':a noTO m‘l‘ly. In {hose cases, a specific rofcrcncg to‘
explicit discussion of the matter in the 1dan paper will suffice. But
where the loan paper does not deal explicitly with a matter that clearly
requires more thsn a yes or no response, sufficiont response must be -
wade to indicate that the mattor has been appropriately considercd,

The followiiu abdreviutions are uscd in the chocklist;

FAA, - Foreign Assistance Act of 1961, as amended, incoi-porating amendments

offected by the Poreign Assistance Act of 1973,

App. - Poreign Assistance und Related Agencies Appropriations Act, 1974.

»E - Merchant Marine Act of 1936, as amended

Space for answers is provided in the marfin to the right of each question,
is form must be made a part of the Capital Assistance Paper,

~

I. CoUuNTRY PE’RIORMES
A. Progress Tavards Country Goals

1. FAA 88301(b)(5),. 201(b)(7)
ZOJgggggZi L8, Disouse the éxtent
to wm. 8 ocountry is:

(a) Naking appropriate
efforts to inorease food
produotion and improve
means for food storage and

distribution, and to make the benefits of such

expansion available to the people,

Kenya has a mixeq economy which is
:gv)'mczaft::?f:r{mrgﬁ(zzo receptive to foreign investment,

tio private entorprive

The Kenyan Government has emphasized in
both the current and 1974-79 Five.Year
Plan the need.to increase domestic
agricnlture Production through the
expansion and diversification of crops

are about 120 US firms with a direct

approximately $g225'million, primarily in

and tnvastment, investment of $95 mi1lion with ass

petroleum distribution, 1ight many
food processing and tourism,

(o) Inoreasing the people's .
role in the dsvelopmental
- proocess,

facturing

It is standing policy of the Kenyan
Government to ineclude the populace in
the developing process, There are -
continuing programg which involve the

people in the planning and execution or
development both through the formal

government strudture and through
n . 8olicitation of voluntary efforts,



(d) Allooating ccpcndtm

to developmwent rather than to

wewosssary military o8
or tnumntton in ot£
ocountrise’ affaire,

. (ci Mlling to oontribute
Dods to project or

program.

(f) Kaking econamio,
' woial, and politiocal
orms such as tax
oo leation improvements
and ohanges in land tenure
arrawgement; and making
progress toward respoot
Jor the rule of lw,
reedom of czproasian
and of the press, and
recogniaing the importance
of individual freedom,
initiative, and private
anearprwe.

(g) Responding to the
vital econamio, political,
and soctial oonoerns of ite
people, and demonstrating
a clear determination to
take .effeotive ulf-hclp
measures.

hﬂnya maintains a foreign policy
which eschews active hostility
towards other governments and as a
consequence has been able to keep
its military expenditure at a very .
low level,

Refer to Section V of the CAP,

~ The Kenyen Government hes committed

itself to effecting those reforms
which will provide a more equitable
social, political and economic
system while avoiding where possible
those measures which would exacer-
bate the process of development,
Kenyan society is one which is
basically open with an absence of
civil .repression,

It is basic and public policy that
the Government is to devote its
energies to improving the lot of
its citizens, There is every
indication that the Government
pursues this policy in fact as well
as word,



with United States

1. P 8080(c). Is the govern-
Jor ooda cw?' e g:i a
or services ed
or o:adlnd wiera: w%
oiiisen has echausted quailadble
ogal remedies, inoluding
tration, or (b) the debt is
not dented or oontssted by the
govermment, or (o) the indebted-
ness arises wider such govern-
ment’s, or a predsosssor's
m&ﬁml -guarantee?

B % 8030(d). If the loan is
inter for oonatruotion or
opsration of any produotive enter-
prise that will oampete with U.S.
entarprise, has the country agreed
that 1t will establish appropriate
proosiures to prevent export to
the U.S. of more than 20% of its
enterprise's annual production
during the life of the loan?

NO

A convenant covering thi
clause will be included
in the loan agreement,

o
[



3. PM 8030(e)(1), Has the
ovim 8 goverment, or ‘
or subdivieion thereof,

(a) nationalized or expropriated

rty owmed by U.S. ottisens
or dy any business entity not less
than 50% bensfloially oumed by
U.8, oitisens, (D) taken steps to
repudiante or nullify existing
ocontracts or agreements with such
oitisens or entity, or (c) imposes
or enforoed disoriminatory taxes
or other exaotions, or restriotive

There has been no such
nationalization, .
expropriation, nullified
contracts or discriminatory
taxes against the US citizens,

maintenance or operation conditions? -

If 80, and more than six monthe has
elapeed since such occurrence,
tdentify the document indicating
that the gove¢rmment, or appropriate
agemoy or subdivision thereof, has
taksn appropriate eteps to discharge
its obligations under intermational
law toward such aitiszen or entity?
I{dlcu than six months has elapsed,
what eteps if any has it taken to
discharge its obligations?

4. A 8620(j). Has the count
permiited, or failed to take Y
adequate measures to prevent, the

damags or destruction by mob aotion _

of U.S. property, and failed to
take appropriate measures to pre-
vent a recurrence and to provide
adequate oompensation for such
damage or destruotion?

There has been bo instance in
the recent past when there was

‘any need for the Kenyan

Govérnment to act in protection
of or compensate for loss of

US property.



5 020(1). Has the goverm-
- guaranty program. r
P “llfg)(v Jor the specifio
riske of tnoonvertibility and
~ eapropriation or aanﬁccuttm?

as_amended

s Has the oomntry seined,
or twposed any penalty or sanotion
against, any U.S, [h ing vessel om
aocont of tts fiaht
“intemational waters? If, as a
result of a seisure, the U.S.C, has
made reimbursemsnt under the pro-
yilaions of the Fishermmn's Protective

Aot and such amownt has not been vatd

1 full by the seising count
tdentify the doci mmtgtim w’?tlsh
desoribes how the withholding of
aatstance wnder the FAA has been op
will be aocoomplished,

7. FAA 8620(q). Has the country
bsen in He?auit, du ing a period
in exoess of eix months, in pay-
ment to the U.S. on any FAA loan?

8. PAA 8620(t). Have diplamatic
relationn bgtween the country and
the U.S. been uevered? If so,
have they been remewed?

ng activities in

basis,

* No, relations between
, the US and Kenyan have
‘always been on a '
.friendly and

cooperative .

i



C.

Relations with Other Nations and
"———"'—'—"——

she U. N, |

D.

1. PAA 8630(s), Hae the cowntry " No, as .'fa'r as 1s Jmown

been offfctally represented at

any international oonference when
that representation inoluded planning
aotivities involving inswrreotion

or suwbvereion direated against. the
U.8. or oountries receiving U.S.
assiatance?

3. M 88620(a), 630(n);

llaa the f}io,{as far as j.ls Known

country sold, fumished, or er-
mitted ships or aircraft '
ita registry to ocarry to C‘uba :
or Rorth Viet-Nam items of
economio, mZztary, or othar
asaiatancc?

3. P44 8630(u) ’- A’g‘g. 8108  What T
) Kenya has not been
te the astatus o oountry's delinquent in

- U.N. dues, asocesoments, or other obligations to the UN,

obligations? Doas the loan agree- Funds under this loan

- mant bar any use of funds to pay will be fully committed

U.N. assessmenta, dues, or " to the loan activity and
arrearagea? , cannot be used for any

Military Situation ~other purposes,

1. FAA 8620(i). Has the country . NO
engoged in or prepared for ,
aggressive military efforts

dirsoted againat the U.S. or

. oountries receiving U.S.

aseistanca?



.3, DA 8030(s). What is (a)
‘the percentage of the cowntry's
. budget dsvoted to military pur-
poses, and (b) the amount of
the oountry's foreign exohange
- rosouroes used to aoquire
wilitary equipment? Is the
‘oountry diverting U.S. develop-
ment assiatance or P.L. 480
sales to military expenditwures?
Is the oountry diverting its
on resources to unnecessary

military expenditures? (Findings
on these questions are to be made

for each oountry at least onoe

saoh flecal year and, in addition,
ired by a

a® often as may be re
material ohange in relevant
Sanoes,) Has the country

Approximately 5 percent of =
Kenya's budgét (including the
Developmén‘. Budget) was to be
spent during the 1973.74 fiscal
year for military purposes, A
negligible amount of foreign
exchange has been spent for
purchase of military equipment,
none of which would fall into
the classificdtion of
'sophisticated weapons!,

spent modey for sophisticated weannns?



II, _CONDXTION OF THE LOAN

A,

Senersl Soundnegs

Intarest and Repayment

1 M 88 201(a), 201(b)(2)
Is rate of interest excessive
or unreasonable for the borrower?

Are there reasonable prospects for
repeyment? What is the grace

period interest rate; the following .

pariod interest rate? Is the rate
of interest higher than the
country's applicable legal rate of
interest? :

Financing

1. FAA B 100, Has the host
country provided assurances that
it will meet at least 25 percent
of the project costs in cash or
¥ind?

1, ¥AA s 201(b)(1), To what

extent can financing on reasonable
terms be obtained from other free-
world sources, including private
sources within the US? -

Eccnomic and Technical Soundness

1. Faa BB 201(v)(2), 201(e), The
act1vItyTs economlc &nd Technical
soundness 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?

" The ioa'n, terns are reasonable

for the borrower and within his
capacity .to repay, The grace
period rate is 2 percent with
an’ interest rate dllowing that
period of 3 per cent, The rate .
of interest is below the legal
rate of interest in Kenya,

Refer to Section V of the

1oan paper,

Kenya ‘has received financing on
reasonable terms from the United
Kingdom, the IBRD, the Federal

. Republic of Cermany, Canada,
‘Itely, Sweden, Norway, the

Netherlands, and the United

- Nations but has needs in excess

of these sources, There are no
private sources in the US which
provide loans of this type,

The IBRD and the Kenya
Consultative Group of Donors
have found the GOK to be
competent in the managemen:
of its economy and developmen’
programs, . AID concurs in thic
finding, as substantiatgd in

the C AP, :



8 PAA 8611(a)(1). Have
noering, %nanoia_l, and

Othar plans necessary to
oarry out assistance, and q
reasonably fimm estimatc of

‘$he ovet of assistance to

he U.8,, been caompleted?

8. Fa f011(b); Ag%. 8101,
If the n or grant s for aq
‘Mter or related land-resource
donatruotion project or program,
do plans inolude a coat-benafit
cosputation? Does the projeot
or program meet the ralevant
U.S. oonstruotion standards

and oriteria used in datermining
Joasibility?

4. P B611(e), If this is a
Capital Asstatance Project with
U.S. finanoing in excess of §1
million, has the principal A.I.D.
officer in the acountry certified
as to the oountry's capability
offeotively to maintain and
uttlise the progject?

Relotion to Achievument of CO:mtm
and ch!;ml goaiq ' ‘

Countyy Goals

1, gg 80207, 361(a). Describe
thie s relation to:

a. Inatitutions needed Jor

a demorastic sootety and to

- advwre mazimm partioipation
+on the gart of the people in

Yes, refer to Sections. IV and

V of the loan paper,

The loan plans include a cost.
benefit computation, The project

- meets U S construction standards

and criteria in determining its
feasittlity,

Yes, see Annex II,

The overall purpose of this loan
is the development of 1ivestock
production in Xenya, This activity
will directly and indirectly
affect the lives of those people
living in an contiguous to areas
benefiting from the loan inputs,

of gmia ulqpmp, | s



d. Bnabling the country to
meet its food needs, both from
its own resowvces and through
dsvalopment, with U.4. help,
of infrastructure to support

. inorsased agricultural

. productivity.

a. Neeting inoroasing need
for trained manpover.

d. Developing programs to
meat public health needs.

¢. Assisting other important
econamie, political, and soctal
development activities, inolud-
ing industrial development;
growth of free labor unions;
cogperatives and voluntary
ajareiea; tmprovement of
transportation and communica-
tion aystems; capab.lities

for planmning and public
adninistration; urban
dsvelopment; and moderniaation
of existing laws.

FAA 8201(b) (4). Describe the
uLty 's oonstotency with and
ationship to other development
dvities, and ite contribution
realizable long-range objeotives.

The principal by-product of
this loan will be expanded
production of beef which is

an important source of protein
In the Kenyan diet, The loan
will also be applied to areas
vhich have been marginal pro-
ducing arcas in the agriculture
sector because of their semi-
arid and poor soil conditions
thus increasing Kenyan agriculture
potential,.

Nat applicable to this loan,

Not app'lica'ble' to this loan,

. Refer to Sectiqn II of the loan

paper,

Kenyan Goverrment with the
assistance of various donors
has been for the past ten years

" developing the infragtructure

which is necessary to support a
major-livestock development
program, This loan is part of .
a VWorld Bank consortium loan

"which ia specifically designed
to pick where these previous

efforts have stopped.,



3.. PA 8301(b)(9). How will the
aotivity to be financed oontribute

to the achisvement of eself-sustaining

grovth?

$. FAA 8801(f). If this is a
~pwmaan'be how such
project will pramote the cowntry'e
esonamic dsvelopment, taking into
- aeoount the oountry's human and
material resource requirements
ard the relationshiv between
ultimate objeotives of the
project and overall eoonomic
development,

5. FAA 8201(b)(3). In what ways
does the aotivity give reasonable
pranise of contributing to
develomment of econanic resources,
or to inorease of produotive
oapacities?

6. FAA 8281(b). How does the
program under which assistaice is
provided recognize the particular
nee.s, desires, and capaoities of
the country's people; utilize the
ocountry's intellectual resources
to encourage institutional develop-
ment; and support civie education
and training in skills required
Jor effective participation in
political processes,

The end product of this
loan is expected to be a
growing and self-sustaining
beef industry spanning the
spectrum of production, .
processing and marketing,

Since the activity to be
financed under this loan
will be devoted to over-
coming the barriers to
livestock production in
areas of marginal agriculture
potential, it will permit

. Kenya to maximize the

utilization of its land
resources and provide
increased opportunities
for people in the project
areas to better their way
of life, '

See Section II,

See Section II,"



7. PAA 8601(a). How will
this “enoowrage the oountry's
efforts to: (a) tnoreane the
flov of international trade; (b) .
foater private initiative and
competition; (o) enoourage

' t and use of coopsra-
tives, oredit unions, and savings
and loan assooiations; (d)
dlscourags monapolistic praatioss;
(e) improve teohnical efficienoy
of industry, agrioulturs,
cowmerce; and (f) strengthen
frea labor wnions?

8, PAA 8202(a), Indicate the
amount of monsy under the loan
oick is: going direotly to
private enterprise; going to
intermeiate aredit instituticne
or othey borrowers for use by
private entsrprise; being used
o finanve imports from privais
souroes; or otherwise being used
to finance proouremente from
private sources.

9. MAA 0613(a)(3). What legisla-
tive aotton ts required within the
recipient cowntry? What is the
basis for a reaaonable anticipation
that such adtion will be completed

in time to pemmit orderly accamplish-

ment of purposes of loan?

(a) ‘One of the planned results
of this loan is to enable
Kenya to expand its export of
beef, (b) By providing the
base for expanded production
of cattle, the loan will
foster private initiative

"and competition, (¢) One of

the major beneficiaries of
the loan will be cooperative
ranch schemes, The activities
of the Agriculture Finance
Corp, a farm/ranch credit
institution, will also expend,
(d) Not applicable, (e) By
expanding the livestock sector
of the economy each of the
three will have to improve
their operations to handle the
production, processing and
marketing of beef, (f) No
applicable, - -

The -amount of the loan going
to private industry, which is
to be channeled through the
Agriculture Finence Corp,.a
credit institution, will ve
$3.7 million, The amount

"being imported from private'

sources will be $2,6 million,

There is no legislative
action required on the part
of Kenya, )
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== Regiomal Goals

1. PAA 8619, If this loan is
assisting a newly independent
oountry, to what extent do the
olroumetanoss permit such
aciqt:noczto qu J‘mz'niahcd
_multilateral organizations
Jm} b

8, FAA 8209. If this loan 1is
directed at ahproblan or an
opportunity that is regional in
nature, how doss asoistance wnder
this loan encourage a regional
development program? What multi-
lateral assistance is presently
being furmished to the country?

loan orgenized

This loan is being made

as part of a consortium
by the

World Bank, ‘

The: loan is not
specifically regional in
nature although it will
effect directly some
sections of Kenya more
than others, It is not
however conducive to a
regional development
program, Kenya recelves
a broad spectrum of

"assistance from the Vorld

Bank and the United Nations.

2. Relation to U.s, -Economy

=~ Bmployment, Balance
Frivate Ewterprisc

1. ' FAA 88201(b)(6); 102 Fifth,
What are the poseine éffects of
this loan on U.5. econemy, with
special refercnoce to arecs of sub-
stantial labor swrplus? Desoprile
the extent to wh:":ﬁ asatetanoce
le nonotituted of U.S. camoditica
and vervices, furnished in q manney
- aonsistent with improving the '
U.S. balance of payments position.

of Payments,

- This loan will have no
detrimental effect on
the US economy, Refer
to Section VIII of the
loan paper for the answer
to the second question,
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What

5. Pue 88013(b), 638(h).
teps Rave Desn ch to asswre

[
-that, tc the mazimm extent possible,

Joreign ourrencics ouwned by the
0.8.% looal ourrencies contri-
busad by the oontry are utilised
to meet the ocost of oontractual
and other services, and that U.S.
Joreigr-oumed owrrenciea are
utilised in lieu of dollars?

3. MA 8601(d); App. 8109, If
thte loan ie for a oapital pro-
Jeot, to vhat cz;cnt zaa the

encouraged utilisation of
mcrim and professional
services of U.S. firme and their
affiliates? If the loan is to be
used tc finanoe direct coets for
oomstruotion, will any of the
oontraotors be pereons other than
qualified nationals of the country
or qualified citizens of the U.S.?
If 8o, has the required waiver
been obtained?

4. FAA 8608(a). Provide infor-
mation on measures to be taken to
utilise U.S. Govermment exogse
psreomal property in lieu of the
proouwrement of naw items.

5. PAA 8602, What efforts have
been made to assiat U.S. emall
businses to participate equitably
in the fumishing of camodities
% :cwiaaa financed by this

The US owns no Kenyan local
currency, For information
re amount of local currency
to be contributed to the
project by Kenya, refer to
Section V of the loan paper,

The Agency has utilized the
services of a U S firm for

the conduct of a feasibility
study relevant to this loen,
None of the contractors utilized
will be other than U S or
Kenyen nationals,

U S Government Excess: Property

if available and suitable,.vwili
be eligible for finaneing under
the loan, ' :

The procurement procedures to

be utilized under this loan will
permit the equitable participatim
of U S small business,



6. MMA 8081, If the loan pro- Standard AID contracting
vides ntoal assistanocs, how  procedures will be
18 private enterprise on a oon- utilized,
traot basis utilised? If the
Jaoilities of other Federal
z:notn will l;; utilized, Z::Zy
t waye are they partiouls
suttable; are they oampetitive
vith private enterprise (if so,
explain); and how can they be
made available without undue
interference vith domestic

programas?

2. MA B611(c). If this loan
- involves a contract for eon-
etruation that obligates in
exoess of $100,000, will it be
~on a competitive basis? If not,
are there faotors whioh make it
impraotioable? : :

Proocuremant

1. PaA ﬂaolgga). Will aomodity = Yes, Procurement will
proourement be restrioted to U.S. conform to the 1imited
eéxoapt as othervise determined by untying policy amnounced -
the President? : by the President, '

8. FAA 8604(b). Will any part  NO
of thie loan be used for bulk ‘
vammodity proourement at adjusted o

prices higher than the market

‘prics prevailing in the U.S. at

time of purehase? -
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3. PaAd 604(e), Will any part

of this loan be used for procurement
of any agricultural commodity or
product thereof cutside the US when
the doméstic price of such. comoditar
is less tlmn parity?

4., FAA g 604(f), If this agreement
provides for a commodity import
program, will the Agency receive
prepayment certification from
suppliers as to description, condition,
eligibility and Buitability of
commodities?

Qﬂer Reguirements

1, FAA § 201(b), Is the country
among the 20 countries in which

development loan funds maey be used
to make loans in this fiscal year?

2. App 8106 Does the loan
agreement provide, with respect
to capitel projects, for US
approval of contract terms and
firmg?

3. Eap 8 620(k) If the loan is

for construction of a productive
enterprise, with respect to which
the aggregate value of assistance
to be furnished will exceed $100
million, what preparation has been
made to obtain the express approval
of the fongress? _

MO,

Mot applicable

Yes

'Not- applicable

Not applicable,
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¢ % g‘%{bgl 8%0(f); |
Bas ' minad that the Kenya is not controlled

somntry e not daminated or controlled by the international
by the intemmational Commmist move- " Communist movement,.
ment? If the country is a Coommist ‘
- country (inoluding, but not limited
- to, the oountries lieted in PMA 8020(f))
@d the loan is intended for saonomio -
aseiatance, have the findings roquired
by ma d880(f) o -
bemn made and reportad to the Congress?

. 5, ' FAA B620(h). What ateps"havc | 'I'he standard Ai[D loan °

bean taken to tnsure that the loan _provision against
Wil not be used tn a manner which, comingling will be
_oontrary to the bent intercoat of included in the loan
- the Umited States, promotes or agreement,

asaiate the forsign aid projeats
of the Commmnist-bloc countries?

6. App. B110. Will any funds be .
wsed ic finance [rocurement of trom . - No
and steel products for we in Viet-

Nom other than as contemplated by
#110.

7. FAA 8636(i). Will any part : "
of this Toan be used in ﬁngztng, . "o .
non-U, S, -manufiioturcd autamobiles?
If 0, has the requirad vaiver bgen

tained? o ,



8. 24 §0620(a)(1) and. (2). 630(p)
: WU aus ﬁ'.s.

be pumished or funde made avail-
le to the goverment of Cuba or
e United Arab Republic? - :

9. Fu4 8620(0), Will any part

of thie e wsed to compensate
ownara for expropriated or nationalised

groperty? If any assistance has
een used for ouch purpvae in the
t, has appropriate reimbursument

een made to the U.S. for sums. diverted?

10. ' FaA onth). If this is a
project loan, what provisions have
been made for appropriate partiot-

pation by the recipient cowntry's
private enterprige?

1. App. 8104. Does the loan
agreement bar awy use of funds to
pay pensionms, aete., for peraons

who ore serving or who have served
in the recipient country'’s armed -

foroga?

The loan provides for
the use of local

.privete enterprise in

the construction of

“boreholes and catchment
basins,. '

Yes, The loan
agreement limits the
use of the prohibited

purposes,
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-

2§£..!!!:"””‘3““ Does the loan.
' I provide, for compliance
- with-US shipping requirements, that
at least 50 percent of the gross
tonnage of all commodities financed
with funds mad available under this
. loan (ccmputed separately by geo
grephis area for dry bulk carriers,
dry cargo liners, and tankers) be
transported on privately owned US
-flag commercinl vessels to the
extent such vessels are available
at fair and reasonable rates for US
glag vessels, Does the loan agreement
alsomovide for compliance with US
shipping requirements, that at least
50 percent of the gross freight revenue:
of goods shipped under this loan must be
earned by privately owned US-flag
commercial vessels to be extent such
vessels are available at fair and
reasonable rates for US-flag vesselg?

13, FAA, Section 481 Has the country

failed to take adequate steps to prevent
narcotic drugs from entering the US
unlawfully?

14, FAA, Section 604, e, Has there been
compliance with restriction against
procuring with AID funds agricultural
commodities outside the U S when the
domestic price of such commodity is less
than parity?

15, App 8 110, Is the loan being used
to transfer funds to world lending
institutions under FAA €8 209 (d) end
251 (n)? '

Notapplleable.



16, EaAM 612 (d), fop 113, Does the
United States own excess foreign
currency und, if so, what arrangements.
have been made for its release and will
local costs be met with excess host
country. currency (acquired without the
payment of dollars) on deposit in the
U S Treasury?

‘17, FAA g 604(d), -Will provisions be.
- made for placing marine insurance in
the United States if the recipient
country discriminates against any
marine insurance company authorized
to do business in the United Statea?

App 114, Will the Committee on
appropriations of Senate and House of
Representatives be notified of the
loan at least five days prior to
obligat:lor. of funds?

“The U S does not .
-‘own any exoess Kenyan-
'cummy. o

As far as 1s known,
Kenya does not
discriminate against

‘any marine insurance

company authorized to

do. business in the US,

;Ye_s. -



_ AID-DLC/P-202k
um'rm STATES OF AMERICA April 197k

AGENCY FOR INTERNATIONAL IINNI‘I"I!NT

Office of the Director;
P.O. Box 30261,
_ Nairobi, Kenya.

KENYA LIVESTOCK DEVELOPMENT LOAN
CERTIFICATION PURSUANT TO FAA SECTION 611 E

I, Edward B. Hogan, the Principal Officer of the Agenoy for
International Development in Kenya, having taken into .account, among
other things, the maintenance and utilization of projects in Kenya
previously financed or assisted by the United States, the adequate
finanocial and manpower support given to the Phase I Livestock Development
Project, the internally-generated past and proposed contributions of the
Kenya Government to the Agricultural Finance Corporation, the continuing
support for agricultural education programs, and the demonstration of
sound fiscal planning on a national scale, do hereby certify that in

my Judgment Kenya has shown both the financilal capability and human
resource capabllity to effectively maintain and utilize the capital
asslstance provided under the Livestoock Development Loan,

SIGNED: ﬂn«/ .
Edward B, Hogan
Acting Director ’

 DATE: %um} 2 1/. 1272
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ANNEX III ,
ENVIRONMENTAL ANALYSIS "Page 1 of 9

. NORTHEAST PROVINCE RANGE-WATER PROJECT

Sussary

The informatlon and conoclusions presented in this environmental
analysis are based on data developed in the feasibility study for .the
Pilot Range Development Project*; the IBRD appraisal report of the
Seoond Livestook Development ProJect; the Leo A. Daly Co. report, titled
"Kenya Meat Commission Abattoir/Cold Storage Study", and the experience
gained by the USAID Mission livestock and range specialists, hydrogeologist

and engineers from the implementation of the First Livestock Development
Project. B 2 '

The First Livestock Development Project, sponsored Jointly by IDA
and Sweden, was initiated in 1968 and had as its principal objectives
the increase of beef production by providing credit for ranching
enterprises, establishing livzsstock marketing facilities, rangeland
development and disease control. Since 1970 A.I.D. has assisted in the
development of & 1.8 million acre pilot area in the Northeast Province
through the provision of technical assistance under the National Range
and Ranch Development Project. The proposed Second Livestock Development
Project, coordinated by the IBRD and based on the findings of an IDA
appraisal mission to Kenya in October-November 1972, builds on and expands
the scope of the First Livestock Project. The principal environmental
protection measure included in the proposed project is the expansion of
the range management technique, developed for the conservation of resources
in the pilot area, into all aspects of the grazing and ranching program.
These aspects include coordinating with the Range Water Division for
developing water supplies on range areas, the Department of Veterinary
Services for disease control, and the Research Division of the Game Depart-
ment for collection of data on interaction between wild 1life and livestock.

" The above mentioned environmental protection measures are not
considered to have a negative cost effect on the project, as they are all
necessary to produce the desired increase in marketable livestock.

It was concluded that the overall effect of this project on the environment
1s positive. The introduction of good range management practices and the
increase of water zvailable for both human and animal consumption will
greatly reduce the hardships of the Somali livestock owners, improve their
oconomic and living standards and bring them closer to the mainstream of
the Kenyan population. This program will increase the numbec of cattle’
and thus increape'the protein available in the country.

* DBased on development plans included in this 1970 A.I.D,-financed
study, a pilot project area comprising three grazing blocks
(approximately 2.0 million acres) was undertaken and completed in 1973
with World Bank Financing, ’ TR
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 The inoreate in oattle production would not have a detrimental effect ,
on wildlife, in faot in the pilot projeot areas it was found that additional

watering points and the improved range practices reduced overgmanins nnd
aotually oontributed to an inorease in the wildlife population. = .

Cona*truoction plnnnod in support of tha‘proJeot would have the usual
adverse short term effects, such as dust and noise, associated with earth
moving equipment. There are no natural resouroces committed to tho proJeot
that are irretrievable or irreversible, - , _

Environmental ;gg;ot’and Conoerna . : X

There .re‘aix'maJor categories of environmental impact to be conasidered
within this project and one major socio-cultural area of concern. These areas

of impaot or concern are:

.1, The impact of track, road, pan, borehole oonatruotion and channeling
work above the pans (stock watering ponds)

2. The impaot of projected more intensive use of the forage resource,

3. The potential impact of avergrazing due to drought, poasible range
management or livestook marketing 1nadequaoies.

4, e possible introduction of water source diseases including malaria
and schistosmiasis,

5. The interwoven effects of and on the pastoralist oulture, and the
" herdsman's resistance to or acceptance of change and regulation. :

6. Competition between livestock and wildlife.

Analysis of Impacts and Concerns

1. Construction Activities

Nearly all construction activities will take place on flat gradient
lands (O to 2% gradient) and erosion by water will have no detrimental effect
on these lands. The 2,600 miles of 14 foot wide track will be of simple
oonstruction and used to provide dry weather access and firebreaks in the
range land., Only an occasional section of track, about 100 meters long, will
be construoted on slope gradients of 2 to 4%, and some limited water erosion
will ooour but will be of small overall consequence.

There will be little environmental impact during the construction of the
229 pans which will be used as cattle watering ponds. Wind is the dominant
erosive force over much of the Province and a slight increase can ba expected
in wind erosion un the construction areas until vegetation has been re-
established, The effect of borehole drilling on the environment is considered
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to be negl’igible. Although little information is available on the effects
of borehole pumping or the water table and the ground water recharge capabi-
11ty, 1t is the opinion of the USGS PASA hydrologist assigned to the project .
that in general the recharge capability exceeds the proposed pumping capacity.
It 48 possible that in some local areas heavy drawdown might effect several
operating boreholes, and pumping would require close regulation, :

Most of the bottom areas where pans will be constructed have only a
semblance of a natural drainage system. The dralnage system is more often
than not simply overland flow. The earth is full of large cracks and holes,
caused by the extremely dry conditions, and water from a high intensity rain
storm usually disappears into the earth Just outside the immediate rainfall
area. The storms are typically very small and cover a front from one to three
miles wide., Thus, to get a flow to the pans, 1t is necessary to establish a
drainage system above the pans by constructing upstream channelization with
crawler tractors and road graders. Due to the flat gradient, these channels
do not severely gully and tend to stabilize after the first few rains.
Maintenance of these channels will be necessary as they tend to revegetate
and lose thelr effectiveness.

Tne construction of tracks, pans, wells, etc. will remcve about 4,600
acres from the 14,000,000 acre project and the overall effects of the con-
struction activity are considered well within tolerable enviromental impact

limits.

2. Intensive Forage Utilization

Only about 50% of the rangeland in the Northeast Province is grazed by
livestock during the dry seasons. Thus the amount of rangeland that can be
grazed during the dry aseason is the current limiting factor regarding livestock
numbers in the Province. Implementetion of this project will provide livestock
water throughout the project area and in a normal rainfall year, the forage
resource . will become the limiting factor regarding total llvestock numbers.
When the carrying capacity of the range has been reached through livestock
migratiors and natural herd increases, good range management as specified in
the block management plans becomes lmperative.

A builldup of wildlife numbers 1s expected in the projected area based upon
experience in the pilot project area. While the initial increase 1s due to
wildlife migration, reproductive increases will also be evidenced in the years
to come. In the pilot proJect, elephants increased from practically none to
a considerable population and a sizeable increase in Grevy Zebra has been
noted, These migrations and increases are a direct result of providing water
in hitherto dry areas. Thils trend in elephant and zebra migrations and in- ’
oreases can be expected to continue in the Phase II proJject area. Little 1is
known ¢oncerning forage competition between the livestock and wildlife of the
area. Zebra, OGrants Gazelle, Oryx, Dik-Dik and others have foraging habits



- y .

similar to oattle and camels. Gerenuk are browsers similar to sheep and
goats but are able to browse higher in the bush than sheep or goats.

Many safeguards are built into the livestock stocking rates. When
caloulating available forage, total forage produced on any glven area is
first reduced by the amount of bush canopy present, second by the amount
of mountains, lava flows and other non-range types of terrain, and finally
the amount of forege remaining after the previous two deductions 1s decreased
by 50% to provide a drought reserve, and forage for competing wildlife and
fire. Of the remaining 50%, only 60% is used for caloulating stocking rates.
This results in a very conservative stocking rate for livestock but very
Justifiably so since the effects of drought or the forage use by wildlife
inorrases can be considerable. )

Another safeguard for wildlife is the range management grazing system
used. Under this system, assuming 8 pastures in a typical block, 3 pastures
would be grazed only during the wet season, 3 pastures would be grazed only
in the dry season and 2 pastures would be rested and nct grazed in either the
wet or dry season. This provides much area for wildlife free of livestock
with pro outside influences to affect their natural habits.

One conflict between elephants and the pan design has been noted in the
pilot project area which must be resolved. '

The large pans (5 million U.S. gallons) have been designed with 15:1
backslopes to minimize evaporation. The plans were to fence the pans and
pump the water into troughs for the domestic livestock. The élephants do
not respect the fences and go thru them. Other wildlife and livestock follo
The steep backslopes cannot withstand trampling and begin to seek a more
natural angle of repose. The earth from the backslopes ends up as sediment
in the bottom of the pan, thereby reducing the depth of the pan and hastening
pan maintenance. Since wildlife is a great asset to Kenya and since elephants
cannot be fenced out, it seems best to design the pans with a flatter back-
slopc (6:1) and allow wildlife and livestock free access to the water.

Another problem of a similar nature is the fact that about 4 bush fences
have been burnt by Somali herdsmen. The apparent reason is that the camel
owners do not wan% to water thelr camels with cattle. Camel urine is very
concentrated and strong. The Somalis do not want the camels in the pan water
for this reason and so build small mud troughs at the water's edge and bucket
water into these troughs for the camels. Cattle, of course, would trample
and ruln these mud troughs so the camel owners seek a watering spot away from
the cattle,

While there are potentials for wildlife-livestock use conflicts, none
will be unsolvable. Due to the many safeguards built into the project, wild-
life-livestock forage competition will not stress the forage resource. Con-
tinued application and enforcement of the livestock grazing system in use in
the pilot areas will provide for range improvement and increased forage
production in the future for both wildlife and livestock. :



3. Overgrasing

In spite of the safeguards mentioned under the previous section, the
potential exists that overgrazing could become a problem on the project area,
if range menagement practices break down. The project is designed to function
and not cauase range deterioration even under drought conditions. Experience
to date in the pilot project shows that the range management there has been
effeotive and that boreholes and pans with water can be closed to use and
pastures receive the deferment or rest intended for them. Evidence to date
indicates a strong Range Management Division, with many young dedicated
employees who know their Jjobs and- supervision by very able range administra-
tors, will be able to implement the Phase II program.

The effort to increase livestock production in the Northeast Province
is a three pronged attack. One portion is the range-water development; the
second 1is increased veterinary services, and the third is livestock marketing.
The range-water and veterinary services projects are designed to increase
livestock numbers. The livestock marketing project i1s designed to remove
immature and slaughter cattle from the Province in a systematic manner so the
economic benefits of the range-water and veterinary services projects can be
realized. Phase II of the livestock marketing program involves establishment
and refinement of a system of holding grounds with facilities and livestock
tralls as well as establishment of marketing centers and a fleet of eight cat-
tle trains. Under drought conditions (which may well be normal conditions),
trailing of livestock up to 400 miles to market has not been possible. For
instance, the last purchase of cattle by IMD (Livestock Marketing Division)
in the Buna area was September, 1972. Since that time they have been unable
to buy cattle there because of the lack of water necessary to trall them to
market. The proposed elght cattle trains (capacity 72 head each) would haul
cattle from areas such as this during periods of drought. It is possible that
livestock may be produced at a higher rate than they are marketed, and at a
certain point in time livestock numbers could surpass the carrying capaclty
of the range and range conditions would begin to deterlorate. Drought condi-
tions coupled with overstocking and the ever present wind erosion potential
could combine to produce long term range vegetation damage or even Sahellan
type conditions in local areas. The only obvious and practical safeguard to
prevent this is an effective and viable marketing program that has a built-
in ability to quickly remove culls, immatures and aged livestock when drought
conditions become evident. This will leave only the basic breeding herds on
the range and losses and human suffering shouid not occur. Marketing infras-
tructure to pe financed by the British as part of thls project s resigned
to permit inoreased off-take, however, because of 1ts importance the. effective-
ness of this program will be monitored closely during donor supervision
missions,



4, 8Still Water Hazards

Shistosomiasis is a snall borne diiease which has infected a large
portion of the population of Kenya. Fascio.iasis, an economically important
disease of ocattle, also is snail borne and cjuld become established in the
pans. Both the watering pans and any feeder streams would provide a suitable
habitat for the intermediate host snails of these diseases. These organisms
penetrate the skin of humans or animals when they enter the water. Water for
the cattle watering pans is from seasonal streams and rain runoff channels
and some snail aontrol will be accomplished by the seasonal drying up of the
natural water courses., This action will reduce the numbers of snalls and thus
interfere with the cycle which creates the disease causing organism, but
undoubtedly mollusciclding will be needed to control elther of these diseases
should they become a problem, ' ‘

The area in which the pans will be developed 15 not now considered a
malaria area, however, the possibility exlists for malaria and filariasis
carrying mosquitoes to breed in the watering sites to be established under this
project. Tsetse fly breeding would be enhanced if a thick growth of trees line
the pans. Control of mosquitoe 'breeding sites can best be accomplished through
a testing program and the application of insecticides when and where required.
Reduced vegetation along pan banks would be desirable to control tsetse flles.
The Kenya Qovernment currently carries out such insect control and water test-
ing programs, in order to control any adverse breeding of vectors causing
disease. The naturally occurring insecticides used in Kenya are pyrethrum
based and not harmful to animals nor do they create adverse resldual effeots.

5. Soclo-Cultural Effects

Experience on the pilot project area indicates acceptance and interest
in the proJect by the Somall people in the area. All of the chiefs and sub-
chiefs and abcut 150 individual livestock owners have been thru a one week
training and information school at the Giriftu Pastoral Training Center. There
they become acquuinted with the range managemeni system, regulations and what
is to be expected of them. Acceptance and understanding has been good.
Interest, of course, in new water development is as strong as can be expected
but there is also interest in and general acceptance of the range management
principles involved. Drought years will strain the entire projJect system,
including the Somali people, and firm measures will be necessary to insure that
the establishmd range management program 1s followed, especlally in the utiliza-
tion of water points. As the Uomall sons and daughters become older, acceptance
of additional regulations will be easler. Some small permanent settlement are
beginning to be established at several of the established boreholes and in one
or two generations pastoralism as it is known now may have disappeared.

6. Wildlife
1. G@General

The rapidly growing tourist industry of Kenya is largély based on the
abundance and diversity of the wildlife.  Eight National Parks and four Country
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Counoil Game Reserves are one of the focal points -of tourist activity;
these now produce an estimated Ksh. 24.1 million per annum.

The movements and grazing patterns of the majority of the game
species are seasonal in nature; they move in and out of the game reserves as
wvater and graging vary with irregular rainfall distribution. These migratory
movements bring the game population of the parks and reserves into competition
with livestock grazing in the areas by increasing stock numbers and over-
graging, has now been augmented by the rapid growth in land adjudication and
the eatablishment of group and company ranches in pastoral range areas ad- -
Jacent to the game parks.

A certain degree of accommodation between wildlife and cattle is
apparent, however, Giraffe, elephant and eland graze or browse vegetation
components not utilized by cattle, whereas most of the plains game are
directly competitive. Competition can also be indirect; calving wildebeast
are-regarded as the source of Malignant Mucosal Catarrah and their grazing
areas are strictly avoided by pastoral herdsmen. Ratios between the bio-
mass of cattle and game commonly approximate:70:30 in rangeland areas adjacent
to game parks. In open range areas where the availability cf dry season
water limits cattle numbers, the construction of permanent water points usually
leads to an increase in both cattle and game numbers.

The reaction of cattle owners to wildlife on grazing land is largely
related to their impact on cattle numbers and to the cash inaome recelved
with or without wildlife. Quantitative data 1is scaity. It 1s clear, however,
that considerable economic benefits can result from game-viewling, huntin- » .
game cropping, and that in the game parks of Kenya, the direct and ind; ¢t
returns per unit area of land are substantlially higher than on similar land
used for traditional pastoralism or ranching.

The most immediate problem in the competition between cattle and wild-
life ococurs in the wet and dry season dispersal areas of the Nairohi, Amboseli
and Masal Mara parks where land adjudication and ranch formation is proceeding
rapidly. If game in these new ranching areas are reduced, the tourist income
of the aasocleied game parks could decline., The game will be tolerated by
local cattle owners, however, only if it represents income to them, In 1its
simplest form, this would involve compensation payable from park revenues for
the loss of cattle production. Additional incentives might be added by
allowing pastoral group to profit from the hunting, viewing and cropping
rights. The measurement of game and livestock grazing pressures should be the
basis of controi on stock and game numbers, and the balanced control of overall
stocking pressure should provide the basis for transfer payments between the
tourist centers and associated grazing land owners. :

The wildlife component of the proposed Second Livestock Project
covers the grazing areas associated with the Nairobi, Amboseli and Masai Mara
game reserves. Its three basic objectives would inolude: '
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&, Monitoring of livestock and wildlife distribution and numbers;

b. Construction of alternative watering facilities for both game and
livestock in areas where the closure of park boundaries deprives them
of treaditional dry season water and grazing;

o. Compensation for the decrease in income from domestic livestock
experienced in those ranching areas where the migratory movement of
wildlife from game parks impedes livestock production. .

2. The Monitoring Program

The monitoring program would cover about 255,000 km2 and include the
ecosystems of the Nairobi, Ambosell and Masal Mara perks. It would also cover
the area inocluded in the Northeast water development component of the First
and Second Livestock Projects and all group and company ranch areas.

The program would collect information on the following,items:
a. Livestock and wildlife numbers in each ecosystem;

b. Movement pattérns in the wet dry seasons;

. Changes in habitat and habitat conditions;

d. Local climate; and

e, Extent of ohanges in local human population density and agricultural and
livestock husbandry practices.

The aerial census techniques to be used are well-established and currently
used by private contractors in Kenya. Ten surveys over & period of 3-5 years
are required to establish accurate base data; thereafter an annual census will
suffice.

The proposed Project would provide funds for the establishment of a Census
Unit within the Research Division of the Game Department. Under the overall
guldance of the Project Manager, this unit would have responsiblility for the
collection, analysis and dissemination of the data to be collected from a
combination of aerial and ground surveys and from satellite photography and
private research studies., It would also be responsible for ‘recommending the
changes required in stocking densities of both domestic stock and wildlife
as well as optimal means of accomplishing these changes.

a. A senlor solentist to establish the unit's program;
b. The in-country training of local Kenyan staff;

0. The contragting of aerial and ground survey studies to cover
255,000 km2 with 10 sample surveys in 3 -5 years;
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4. The proviiioh of support services involving olimate measurement gauges,
offic3 expenses, computer time and film processing and reproduction.

Alternatives Considered
1, No Projeot

In order to inorease livestock production, the proposed project will include
the introduction of improved range and water management practices over an
inocreased amount of grazing land. Without the project the present deterioration.
of range resources would continue and could reach a point where the deterioration
might be irreversible. Without the project the potential increase in livestock
offtake would not be realized and the GOK would lose considerable economic
benefit. No project would mean that the Somali livestock owners and their
dependents would continue to exist under extreme hardship; and with little op-
portunity to improve their low standard of living.

2, Change in Size of ProJject

Project development has been sized to most efficiently utilize available
physical and management resources. The included land is the maximum area of
greatest potential and excludes land where return from increased livestock
production would he marginal. :

A smaller area of development, with the same input, would mean a more
intensive effort with fewer people benefiting from the project. The proposed
8ize will directly involve more people initially and the more intensive deve-
lopment will be part of the follow-on program.
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THE KENYAN ECONOMY

In terms of overall growth, Kenya's economic performance since Independence
has been impressive in almost all respects. During the period since 1964,
GDP has grown at an average rate of about 7 percent in real terms, which

has allowed significant gains in per capita income despite the high
population growth rate. Average per capita income in 1972 had risen to
about $160 which is about the median for African countries. This growth
rate has been triggered by a high and growing rate of investment in both

the private and public sectors. In recent years, fixed capital formation
has accounted for over 25 percent of monetary GDP, which is an exceptionally
high investmant rate. However, this has inevitably put a strain on Kenya's
economic resource base, and subgequently on the balance of payments, despite
the fact that Kenya's domestic savings rates (19-20%) is one of the highest
in the developing world. :

The Government's fiscal and monetary management has been one of the factors
responsible for the generally sound performance of the economy. On the
fiscal gide, the public gector's performance has been very good. 1In 1964,
Kenya had a recurrent budget deficit, a relatively insignificant development
budget and depended heavily on external aid. Since then, by virtue of its
increasing tax effort and disciplined control on spending, the Government
has (1) converted its recurrent deficit into a substantial surplus (which

in 1970/71 accounted for 23 percent of all national savings), (ii) expanded
its development budget at an average rate of 27 percent a year, and (1ii)
considerably reduced its relative dependence on external aid. The fact that
Kenya achieved these iesults with only negligible internal inflation and
without resorting to expensive forms of external financing makes this
performance even more notable.

While Kenya's performance in sustaining a fast rate of overall growth over
the past ten years has been very good, some aspects of development have been
less satisfactory, and several important issues inevitably emerge as Kenya
prepares to embark upon the second decade of development. The most worrying
aspect of Kenya's past performance has been the failure to distribute the
benefits of development as widely as the Government would 1like and, in
particular, the growing unemployment and the continuing poverty.

In looking towards the ensuing decade, the first prerequisite for launching
a more effective attack on unemployment and rural poverty 18 to maintain or
even increase the past rate of growth. However, a number of indicators
suggest that it may be more difficult for Kenya to maintain the momentum
achieved in the past without some significant adjustments in the pattern of
development and the style of management. Capital-output ratios, while still
reagonably low on the average, have been rising, both household and public
savings show some sign of levelling off, and the increasing resource gap has
put pressure on the balance of payments which has exceeded the supply of
external cepital, :
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In several respects, therefore, Kenya may be at a turning point in her
development and will need to determine how the economy can be made to
perform more efficiently, 1In part the problem arises from the very success
of Kenya's past performance: for example, the domesgtic savings rate and
tax efforts have buen so 8ood that there may be little room for improvement,
But the position is algo Partly due to the fact that by the end of the first
decade Kenya had accomplished many of the more obvious and easgy tagks, and
that the future planning and management of the economy mst inevitably be

more complex.

Thus, in agriculture, the impetus provided to the sector by the major programs
of land transfor and settlement is slackening, and future development will
have to give more emphasis to tie difficult task of increasing productivity
and employment among the smallholders, ranchers and pastorialigtg many of
vhom live on landswhich Seem to be either too small or in marginal production
@reas. Similerly, in manufacturing, the process of replacing imports, often
at high costg, by encouraging foreign investment, has reached the point of
dim!uishing returns, and Kenya 1s having to devige a whole new set of measures
‘eaigred to make manufacturers competitive in export markets, and to foster

creating incomes and employment, conserving scarce capital and skilled
manpower, redistributing income, generating foreign exchange and pPerhaps
even stimilating savings than other sectors. Moreover, in the context of
Kenya, the pogsible policy dilemma of having to "trade-off" growth against
employment (and income distribution) does not Seem to arise since both

advantage in agricultural-baged Processing, the protection glven to import
substitution industries has not only encouraged the establishment of some
inefficient industrieg and discouraged exports by distorting input prices,
but has diacriminated against agriculture. Import incentiveg for efficient
resource allocation may result from the incipient moves towards uniform
tariffs and incentives for exports which the Kenyan authoritieg are already
contemplating in collaboration with the other two Partner States of che
East African Community,
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rapidly and make better use of the resources available to it. A second
problea Kenya faces is the capacity of the public sector to accelerate
growth in the preferred sectors, particularly in agriculture. The problem
1s largely one of skilled manpower, and it is clear that Kenya's development
potential will continue to be curtailed by the scarcity of skills for a

long time. The recent :1d Bank Basic Economic Report and the Agricultural
Sector Survey have both emphasized the resultant problem of low abgorptive
capacity in agriculture. For industry, the dearth of managerial gkills
adversely affects small-scale business development and hinders efforts to
screen new large-scale industrial projects.

In adopting its new development Plan, covering the period 1974-78, the

Kenya Government has already taken an important step towards initiating the
kind of economic reforms noted above. However, following the recent increases
in oil prices and the expected rise in the cost of other imports, the
ambitious targets of the plan may have to be reduced, and som: adjustments
will noed to be mide to the investment program. Preliminary estimates
indicate that the net additional cost of oil to the Kenya economy in 1974
will be around $65 million, and that, taking into account the anticipated
cost increases in other imports, Kenya may face a residual external financing
gap of about $109 million in 1975. The Kenya Government has already started
to draw up an emergency program to deal with the new situation. The likely
components of this program are reinstitution of import controls and a curtail-
ment of development effort in the short term, together with an accelerated
move towards restructuring the pattern of long-term growth., The initial
response of Government has been positive and realistic and the ney stringencies
imposed on the economy by the rapid deterioration in the terms of trade will
probably accelerate some of the necessary long-term economic reforms. But,

if the momentum achieved in development is not to be too severely curtailed,
the Kenyan economy will need additional exterual capital during the next

few years of adjustment. Much of this will have to be on concessionary terms,
and some non-project aseistance will probably be required towards the end of
1974 according to preliminary forecasts of the balance of payments position.
The forthcoming meeting of the Consultative Croup is expected to give
particular attention to Kenya's short term prospects and aid requirements.

Kenya's outstanding sxternal debt increased from $258 million at the end of
1963 to $510 million at the end of 1972, of which $353 million had been
disbursed. Thus, since Independence, Kenya has accumilated external debts

at about 7-3/4 percent a year, or only slightly faster than the' average

rate of growth of GDP. 1In addition to itg own external public debt, Kenya

is also jointly responsible, together with the other two Partner States, for
the debts incurred by the East African Community and its institutions, which
amounted to some $277 million in September 1972, About half of the Commnity's
external debt is held by the Bank Group. If a notionul oue-third of the
Community's total debt is allocated to each Partncr State, Kenya's debt ser-
vice burden is incressed by roughly a quarter, but atill represents less than
6 percent of her foreign exchange earnings. .
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THE LIVESTOCK SUBSECTOR IN KENYA *
235 L VESTUCK SUBSECTOR IN KENYA

A INTAODUCTION AND BACKGROUND

Lying astride the equator on the easiern coast ¢f Africa, Kenya has
an area of 582,750 km“ and a wide variety of climatic and ecoclogical conditions
ranging from memi~desert to temperate. The population is rnow estimated at
adout 12 million, and is growing at a rate of about 3.42 per year, About 807
of tde population lives in rural areas and depends on agriculture for its

1ivelihood.

. Kenya's 3ross Mational Product (GNP) 1n 1971 wag about US$1.9 billion,
with a per capita income of USS$160. The average annual rate of increase in
Gross Domestic Product (GDP) in real terms for the past eight years has been
over 6.5%7. Kenya's exports accounted for about 27% of GDP over the pact five
years. In 1971 rotal exports wers about US$480 million (1néluding touriem
earnings and commodity exports) and imports were about US$585 rallion. The ,
growth rate of imports and export haas averaged 12% and 7.5% p.a. respectively
during 1964-71, resulting in a deterioration in the trade balance,

1, The Agriocultural Seotor

Agriculture accounts fox 31% of GDP and 60 of the total valuc of
‘exporte. Basic food crops are malze, wheat, millet, potatoes and plantains/
bananas. Main export crops are coffee, tea and pyrethrunm. Livestock produc-
tion, valued at about USSY1 million aunually, constitutes about 4% of GDP and
contributes about 8% to total exports.

Kenya may be roughly divided into areas of high agricultural poten~
tial -~ these comprise about 20% of the country and include the highlands and
coastal belt regions - and the range areas, suitable mainly for the extensive
production of livestuck for both gubsistence and commercial needs. Out of
Kenya's total area of about 58 million hit, only about 4 million ha are pres-
ently cultivated. It is estimated that an additional 8 million ha is suit~-
able for cropping and improved pasture. Rangelands occupy .about 80% of the
total area (46 willicn ha) and centnin about 102 of the total population;
these have considerable potential for livestock and wildlife development,
Under a rangeland adjudicetion program, land owncrship is vested in indivi-
duale or registercd groups; at the preoent time an active program is being
carried out in the Rift Valley Proviuce.

2. Livestock

bt Livestock represents a majbr national resource to Kenyﬁ; The live-
stock population comprises about 9 million cattle (including 0.5 million dairy

* SOURCE: IBRD Appraisal Report -~ Second Idvestook Projeot

¢
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cows) and about 3 million sheep and goats. About half are concentrated in th
densely populated agricultural arcas and the other half are widely scattered
over the sparsely populated rangelande. About 0.5 million heed are found on
large-scale comme:cial vonches; these are the main source of quality beei pro- -
duction. Growth in the nationaul herd hus averaged about 2% over the past aec=
ade. About 800,000 head of cattle are slaughtered annually. Only about 285,000
head are¢ marketed through commcrcial chamnnels, resulting in a commercial off- )
take rate of about 4% ~ half of vhich comes from commercial farms and ranches
and half from traditiocnal pastoral arcas., Domestic per capita beef consumption®
is high in comparison with countries in Eastern Africa. Exports
of livestock were valued at about US$16 million in 1971, an increase of 24%
over 1970, In the previous five years, however, beef exports had stagnated
at ebout US$B million annually. .
* (between 13 and 14 kg)

Animal Health

Rinderpest has been successfully controlled by a compulsory vaccina-
tion program involving about 0.75 million cattle per year. Government has
algo made progresa in the control of other important diseases which currently
1imit animal movemeut and produntion. These are Fast Coast Fever, Trypan-
somiasis, Contageovs Bovine Pleuropneumonia and Foot and Mouth Disezse (FMD).
During the past five yoara 40,000 km? has been established in or around Cen-
tra). Province as o YMD free zone. About 0.8 million cattle are vaccinated
cach year with appropriate ™D vaccine types. Outside this area D is en-
demic in the livestock and wildlife populations. Pleuropneumonia is endemic
in Northeast Province, but has been prevented from spreading to other areas
by strict Governmeut control on livestock movement and by the vacciration
and quarantine of all marketed animals.

Wildlife

Wildlife i2 an important natural resource and Kenya hzs paid con-
siderable attention to conserving its unique population of wild animals. The
main commercial uses of wildlife resources are viewlng, huntingz and cropping
for meat and products. Of these viewing is by far the most importarnt, and
wildlife 1s considered a major tourist attractlion. Kenya's rapidly growing
tourist industry earned about US$68 miliion in 1972 (20% of foreign exchange
earnings) and almost 6C0,000 visited national game parks and reserves.

There are cipht natlonal parks and four County Conncil game reserves
in Kenya with a totul area of about 24,500 km?, The largest naticazl park,
'mavo, hag an araa of about 20,576 km2, Althouszh due to different grazing
and browsing behavior wildlife and domestic arimals are in some respects com=
plementary in their utilization of rangclunds, they often compete for the
sumo scuarce feed and woter rosources; there are also nepative interactions
through diesease tranarission and predation. There 1s, therefore, cn inherent
confliet in the rrojected development off rangelands for beef production and
the goals of wildlifec conscrvation progiams. Tala conflict is of irmediate
concern in the vicinity of national parke and game reserves, where rangelands
are being agtively adjudicated. Wildlife will be endangered in many areas
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unless their unrestricted movement over these rangelands 1s assured. 1/ Cov—
ernment iv seeking %o alleviate the prohlenms by providing alternative water
supplies outside the wildlife resarves in ovder to control the movcment of
livestock into these arcas, and by compensating ranch owners for permitting
wildlife on their property. Government has agreed that compensation would

be made in the form of trensfer payments from income generated by the wild-
1ife parks,

Marketing and Processing

. . All existing livestock markets, stock routes snd holding grounds
are owned and operated by the Livantock Marketing Division (LMD) of the Min-
istry of Agricultuve, LMD actg as a buyer of last resort, but is

the largest supplier of cattle from Northeast Province, as private tvaders

are unwilling to undertake jthe risk and ciupense associated with Pleuropneumoaila
vaccinatlon and quarautine requir:rents. In 1972 iMD purchased about 18% of
total cattle marketed (50,000 head) and pucrchases were almost entirely from
Northeast “rovince. In many arew: marketing fscilities zre inadequate or
non-existant and it is Government's intentlon that LMD upgrade these by pro-
viding essential infrastructure 1a all areas.

The Kenya Meat Commission (KMC) :-epresents the most Important segment
of the meat processing incustry. It owns and operates two large meat packing
plants at Athi River and Mombasa. With current improvemants the processing
capacity of these facllities will be about 1,000 and 300 head of cattle
respectively. Sixteen KMC licens:d abattoirs (improved slaughter slabs) owed
by local government czuthorities slaughter chout 90,000 head of catile and about
90,000 sheep and goats. In addition local butchers and private slaughtering
for home consumption accounted for about 0.5 million head of cattie and 2.5
million head of sheep, goats and calves.

XMC has a monopoly over exports of meat and aecat products. About
50% of its total production is exported, and for the year ending October
1972, exports comprised about 10,000 m tons of canned corn beef, 150 m tons
of meat extrast and 2,500 m tons of chilled and frozen beef. Most of the
canned beef was exported to the U,K, and the chilled and frozen toncless cuts
have recently been sent to Italy, Spain and Switzerland. Although the Athi
River plant is within the discase free zon: and is generally regarded as up
to export standards, its proximity to arcas where FMD is endemic makes 1t
necessery on some occasions to accept cattle from these areas and consequently
makes it difficult to neect import requirements on disecase grounds for certain
European countrieeo.

1/ A UND?/PAO Wildlife Management Project costing about US$2,5 million (of
which Kenya Goverament contrlibuted 40%) was initiated in 1971 to provide
rasesxch into wildlife cropping and the integration of wildlife and cat~-
uvie ranching. ~
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Government Services :

Responaibility for agricultural services rests with the Ministry of
Agriculture. The Range Management Division is staffed vith sbout.
360 profcosional and tcchnical omployees and receives snbstantial assistzuce
from USATD range advisors and FAO/WIDP gpecialists. In addition to field and
extension activities, the Divisicn 18 alsv charged with responsibility for ini-
tiating rccearch on rangelands. The Range Water Division, which aluo receives
considerable technical assistance from USAID, 13 responsibie for water suppliics
on range arcas. It is adequately staffed and its overall performance has beea’
satisfactory. Tha Dcpartment of Veterinary Services is actively invelvad in
the impilcmentation of u program for control of the impertant disesses which
Imit cattle movement ond production. LEducation and - training services have
recently been expanded. Sufficient veterinary graduates are being tralned
in the University of Nairobi, which row alsc provides dearee ¢raining in
General Agriculturc. ‘here 1s ro university dejree level training i aaimel
husbandry and range managewent., Lut a cousiderable number of students receilve
training abroad each ycar under bilatersl programs. At the present time theve
is sn insufficient output of university level gzaff, and supplemenca) ntaff
will contlnue to be roccruilted overscas. Sufficlent technical staff vwill be
previded fvom Egerton College's thive year diploma course in range Tanagement,
and from the Animai Health and Industry Trainin& Institute (AH)TI) at Kalate.

Agricultural Credit

The Kenya banking system consists of a central bank, seven ccmmescial
banks, the Agriculturel Finance Corporation (AFC), the Cooperative Bank, and
several statutory hoards for ciop promotion. The Central Bank exercises little
control over agricultural lend’ng except by setiing the prime interect rate,
The commercial banking system us of June 30, 1971 had total advances of Ksh
2,080 m’llion, of which 11% wac direct leuding for agriculture to about 7,500
farmers aud agro-indus:irial corporations. The Cooperativa Bank loan advaaces
at June 30, 1971 amounted to Kshi5 million, of which about Kehd million was
provided for production fimance. Certain statutory boards provide credit in
kind to 75,000 farmers for the producticn of crops for which they are the
sirgle marketing channel., Apavt from these inscitutions AFC 1s the main credit
channel for small and medium-scole farmers., As of Maveh 31, 1971, AFC loan
advancen were about K200 miliion to gome 14,000 farmers. Interest rates on
agriculrurul credit are in line w'th those for other purposes. Cemrercial
banks charge 8 to 9X and AFC 8%; co-operative members are charged 10% by thelr
societies. o ' T ‘ ‘ ‘
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8.. The First Livestock Development Project

, The first livestock development project with a total

- ‘proJect cost over a 5-year period of about US $11.4 million was
financed by IDA and SIDA (Sweden) with equal contributions of .

US $3.6 million., The principal objective of the project was to
increase beef production by providing credit for four different

types of, ranching enterprises. It also provided facilities and ,
services for livestock marketing, range water development on communal-
land, and disease control. Under the project credit was extended for
~the first time to traditional pastorallsts to assist them in the .
transition from a subsistence to a market-oriented economy.

The organization and management of the First Livestock
Project was the responsibility of AFC, and the head of its Ranch
Section acted as project manager. This arrangement was cumbersome
as the project manager, located in AFC, had neither the power nor the
status necessary to influence the government agencies, ' '

The project was slow in getting underway,'mainly due to
organizational and administrative delays. There were problems in _
recruiting qualified staff, legal difficulties with land titles and -
‘loans, and delays in establishing a credit system for group and company
ranch development. The project picked up momentum during 1970. By
March 1972, funds for ranch development had been fully committed, with
90 applications approved compared with 60 projected at appraisal. - The
greater number reflected lower group and company ranch lending offset

- by an underestimate -of demand for commercial and individual ranch loans.
Individual ranch loans were 37 compared to an estimated 10 and commercial
loans 39 compared with 20; group ranch loans totalled 9 rather than the
estimated 20, and company loans 5 rather than 10, Financing of the
increased number was made possible by an overestimate (about T70%) of the
size of the loan required for a commercial ranch. For the project as a-
whole, long-term loans for fixed investment were generally overestimated
and short-term loans for steer purchases were seriously underestimated..
Loan categories were revised in 1972 to reflect actual demand,

The livestock marketing component has helped IMD to increase
1ts cattle purchases from 15,000 in 1968/69 to 50,000 in 1971/72. Field
visits by IDA staff indicate that borrowers have derived at least the .
financial benefits forecast at the time of appraisal. Even though the .
number of group loans fell short of the projected total, this:concept .
represented an innovative means of ranch development. Taking into acéount
‘the delays in land adjudication, "the legal diffigulties,,and’the:faQt-
that the project areas reserved for group ranches proved too.
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restrictive, the resuits achieved were encouraging. A particularly sipaif-.
icant feature hes been the willingness of semi-nomadic cattle owmers to pac~
ticipate in group and company ranches, and of &nall livestock owners to form
companies to own and oparate commercial ranches in the higher potential areas.
The first project has, therefore, broken new g-ound in making credit availa-
ble to pastoraliste and small herd owners and has erncouraged Government to
prepare a larger and more comprchensive Second Livestock Project.

LIVESTOCK PRODUCTION

The leznd area of Kenya is about 583,000 kmz, about 207 of which
has agricultural poteniial. The remainder is mainly rangelands with vary-
ing degrees of aridness and suitable only for extensive beef production.

Agricultuce is the most important sector of Kenya's economy,
accounting for 31% of GDP and 60% of the total exports and eagaging 807 of
total population (12 million). Gross agricultuzral marketed production was
085234 million in 1971, of which US$71 mlllion (30%) was contribuled by live-
stock and livestock products. The growth rate (1966-1971) for liveatock ond
livestock products was about €% p.a.; the rate for all agricultural marieted
production was about 47 p.a. The value of livestock production in relation
to the rest of the sector increased frem 27 in 1970 to 30% in 1871'z2s a
result of decreased agricultural production due te drought and a reduction
in the price of coffece and tea.

The 1livestock subsector contributes a small share to Kenya's
extemal trade. livestock impoxts are negligible; exports of livestock
and Jivestock products were shout US$12.6 million in 1970 and accounicd
for 6.37% of total commodity anortu. In 1971 the expoxrt valus for livestock
and livestock products was U3$15.7 million, accounting for 7.6% of total
commodity exports. The potential for increased livestock production is
considerable because of the favorable environment and uemand for beef and
beef products on world markets. :

The Second Dzvelopment Plan emphasizes the need for increased
productivity and provides for an increase in thie quantity and quality of
inputs into agriculture. In the livestock subsecter the plen calls for a
decrease in the tine taken to bring cattle to slaughter weighte, improvement

" in the transfey of cattle from range areas to slaughter plants, and the

1.

transfer of immature cattle from marginel breeding lands to aress of greater
potential to increase the weight of beef produced per animal and ¢o permit
an increase in the number of breeding cows to be kept on thesa ranges.

Feaf Cattle Producticon

The beer cattle industry is divided into a traditionsl and a modern
commepcial noctor. Tae cattle population of about 9.0 millign is about
rqually distributed between the rangelands, most of which have & rainfull.
of 600 nm oxr lesn, and the better agricultural areas. The pastoral-trites
of Kcnya, who occupy most rangclands, Lecp cattle primarily for aubsiatence
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connumption. As milk 1s the wajor subsistence food, the proportion of cows

in the pastoral herds is large; 1n times of severe scarcity (drought)

few male calves are rearcd and offtake rates are therefore relatively low.
Cattle sold are primarlly stecers of about 250-270 kg liveweight.  Unproductive
ond aged cows are used largely for local consumption. Mature females make -
up ubout 434 of cactle numbers and wilk yield per lactation is of the order
of 250-~350 ky.  Celving rates are believed to average 65%. About 44 ha and.
five head of cattle are avallable per head of pastoral population. The
distribution of cattle, human populations and cattle sales, classified by
farming categories, is given in Table 1. L ‘

The commercial cattle sector consists mainly of large ranches in
the higher rainfall zone. The ranches were mainly European~-owned, but an
increasing number are now farmed as company ranches with share holdings
owned by a large number of Africens. Crosscbred cattle of European and
Zebu origin are common on these ranches and dairy ranching 1s often practiced.
Production coefficients are substantially higher than in the pastoral areas.
There are about 1.8 ha of pasture jer znimal unit and the livestock/human
population ratio is 1.3, including urban areas.

Livestock husbundry in the range subsistence areas is similar to
that in the pastoral zone, but preater population densities and higher rainfall
leud to a wuch greater veliance on agriculture fo:r basic food production.
The grazing avea per aniw-l unit is about two ha and there are about 0.9
-animal units per head of huwnan population, '

Aninal production in the higher potential smallholder districts
1s more commercialized, particularly with respect to dairy production.
Present stocking vates are about 0.9 ha per animal unit with about 0.8 animal
units per human. Milk yielde range from 850 to 2,000 kg per lactation. As
in the range subsistence and pastoral zones, the heavy grazing pressure leads
to the early slaugher of many male calves and the preferential use of limited
feed supplies for lactating cows. '

Ranch Development

The project would support the development of group, company, coopera-—
tive and commercial ranches. Group ranches are production enterprises in which
50 to 100 familins collectively hold title to land, maintain agreed stocking
levels, warket surplus {n rotation, herd their livestock as sex/age agpregates
and yet continue to own thelr livestock as individuals. Debt l2ability and
loan servicing are a proup function; repaywent is effected by a "per head of
cattle" charge to individual cattle owners for services rendered by the group.
Profit wsharlng to members is based on the sale of their own animals minus col-
loctions for loan servicing. Company ranches are enterprices in which land
is leagsed from Covernment or County Councils and prospective sharcholders
put up cactle or a cash cquivalent for shares. Animals are collectively owned
and disposed of, and profits shared according to established agreement. Man-
apement are pald and operate under a policy-making board of directors. There ;
are venerally at least 50 shareholders pe:x company, and in the case of 'directed'
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companies (Government representative on board of directors), the numbey of
shareholders is much larger. Cooperative ranches are similar in nature except
for- the method of sharcholding. Comucrcial ranches are owned by one or more
individuals or a company on freeholdlland; they are usually located in high
agricultural potential areas. Ranches cwned by European settlers are belng
gradually purchaced by Kenyans. Usually a large nurber of -Kenyans (200-500)
form a company or cooperative to provide the funds to purchase an existing

. ranch.. Part of the ranch.is nornally used as a settleuent area and the re-
-mainder.is operated as a comuercial ranch with paid maragement,

Bréqgg

The indigenous Zebu, with a total of about, 8.8 milliou head, is the
most dmportant tyre of livestock in Kenya. 1Two subtypes and a number -of
intermediate stages can be Ldentified. The Large Last-African Zebuy which
occuples the Norchern and Northeastern reage areas, totals about 1.6 nmillion
head. ‘The Swall Bast-African ‘ebu is indigenous to the highleads and Soutl-
eni range areas, and totals about 5.1 million head. Some 2.1 million head
are of intermediate size. The najor part of the country's commercial beof
catitle 18 composed of improved Boran and itg Crosses with exotic breeds;
there. are about 500,000 asuch animals in Kenys. The majority of deiry cattle
are ovmed by smallholders and settlement farmers in Central Province, and
these a:ze increasing rapidly-in the high potential areas of Wegtern Kenya.
The annual increase in ghe nurmber of dairy cows ig currently about 8%, and
a large proportion of the dairy herd are crossbreds of'exotiq dairy breeds
and the indigenous Zebu. : ' o

Animal llealth

_ The major animal dicuease problems of Kenya include Trxypanosomiasis
Last Conat and other tick-bome fevers, Contagious Bovine Pleuropneumonia
and Foot and Mouth Digsease (FHD) . Rinderpest, once a major probiem, has
been almost completely climinated, The standard of veterinary sorvices in’
Kenya 1s good and an active program of disease control is being pursued.

Diease control problems are aggravaﬁed by the movement offﬁiid
Bame, the unauthorized movement: of cattle in spite of rigid rescrictions,
and theilargely free movement of cattle across national frontiers.

Foot and Mouth Digease (FMD) is wideépfead and represents an -
importent constraiat to the proposed export of meat to Europe. The digease

i8 endenic in the .main pastoral regions where outbreaks areé now controlled

Y restrictions on gstock movement. In the central areas of the country,
biannual vaccination of about one million cattle has largely eliminated
M, Tha disease causes minimal production losses in indigenous Zebu cattle

-Ind widespread vaccination of these animals 1s of questionable econonic

" Merit. The crossbred cattle of the higher rainfall areas show greater losses

- Wien infected and their protcction by vaccination and ‘movement control is
- 08t desitable, Ag carcess meat for export must -come ' from the present FMD

>

\ | Qeuse»freeAzone;';hg €cononic merit of any expansion of this controlled
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area is closely linked to the potential surplus of ‘good quality csttle for
export and to the price differential available betwien those markete (e.g.
Evrope) reaquiring meat from FMD discase frce areas aand those which are less
stringent in this roquirement (Libya, Hong Kong, Saudi Arabia and Zaire).
The price differential between thesec markets is prasently minimal.

An FMD control policy for Kenya neceasitates the minimization of .
the XD threat to exlsting control areas and the inclusion in new vaccination
campaigns of those arcus with a rapidly expanding proportion of grade cattle.
An extension of the FMU campaign on the scope proposed by Governwzni, (three
million additicnal head vaccinated/year) may not represent.the most cost-
effective use of resources. The threat of FMD infection from Msasatland
could be avoided by minimizing cattle moverment by constructing fzitening
and slauphter facilities in Kaxok and Kajisdo, rather than by initilating
an expensive and operationaliy difficuit FHMD campalpn in Masailand. The
constructlon of two feed lots in this avca would ensure suffilcient capacity
to market the offtale froa the proposed grouw ranches. The avcas vhere the. -
proportion of grade cattie numbers are increzsing and which -ave et surplus’
areas In terms of eattle novement include parts of Machakos, Kitui, Barengo
and Elgeyo Marakwet. These are likely to be the priocity zomes for any
extension of future cowpulsory vaccination campaigns. Smallholder areas with
increasing mumbers of grade cattle, but which are net import areas, are of
less strategic importence and can be protected -by voluntary vacefnation '
campaigns.

Contagiocus Bovine Pleuronnewnmonia has been confined to the Nurth--
east provinces and alli animaly meved from cils area, as well as from _
Magailand, 2re subject to a most rigorous program of bloodtesting and vac-
cination. Cattle scheduled to go to the large farm areas of Kenya for
further fettening must paus three consecutive tests at least six waeks apart
‘before they are releazed from Government holding grounds. This testing.
and clearance procedurce frequently requives up o eix months. The holding
ground charges are passed on to the berd owners in the pastoral areas by
lower purchase prices. Feedex cattle released fror: the holding ground in
1971 realized about Kshl.40 per kg liveweignt, whereas prices peid in
cattle markets in the Northeust were of the order of Ksh0.90 per Lg live-
weight. The indirect costs of cowbating tne disease are thus vexy high.
The feasibility of leuys stringent test requirements should. be eximined in
an effort to winimize mszketing coazs and reduce the 1ncent1ves for 111egn1
cattle movament.

. B
Trypanasoniasis is confined to the coastal strip and ceztain river
lands. Seagonal movemsnt of cattle in such areas, coupled in soume cases
. with drug-induced trypanocida1 protection, providea reasonably satisfactory
interim mcasures to tsntse fly clearance, A

East Cost Fever is *he most 1mportnnt of the tick-borne fevers.

- These axc controllable by regular dipping. and increasing evldence now shows
that there 1a 8 aubstantial decline in cnl mortality in .all breceds follow-

’ 1n3 auch traatmnnt..* Lo .

O . . BTV
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. Beef measles (cystercicosis) is common, particularly in the
Southern ar~as of Kenya. The meat from such animals must bz frozen for
10 days pri. r to use and infected carcases are subject to a price penalty
of atout 25%. . : T o

5. Nuerition

In spite of serious disecase problems, -high death losscs and low’
herd productivity are mainly attributzble to nutritional causes. Periodic
droughts and the consequent concentration of cattle on permanent water
points cause high mortality, while the low cnergy, protein and mineral- -
content of all rangelands, particularly in the dry season, limitg the
productivity of both breeding and dry stock. Improved dry season watering
facilities, better grazing wovement, the stratification of breeding and -
fattening areas, and where practical, the strategic supplementaticn of
grazing resources by pa.tein and phosphorus supplements provide, in
agsociation with disease control, the key husbandry practices required
to increase beef cattle numbers and offtake rates in Kenya. Intensive and
gemi~intensive fattening of immature and unfinished animals on inproved
pastures in better aress and in fecdlots is requived to add weight to
range-bred cattle.

6. Agricultural Research

Responsibility for agricultural research in Kenyé{is widely dis-

persed among various government departments, the East African Reseazch Organ-

ization (EAFRO) ard the .University of Nairobi. Rangeland research is lairgely
limited to the survey work being carried out in assoclation with an FAO/UNDP
project, while pasture improvement studies in the higher rainfall arecas

are confined to gmall-scale work at Kitale. Research into veterinary
problems is moreceveloped with Governmant, EAFRO and FAO/UNDP active in
this field.  Research on animal production problems is mainly confined to
the fattening studies of FAO/UNDP at Lanet and the work of Germa:i and Dutch
billateral aid groups on cattle breeding and intensive daivying respectively,
FAO/UND? arc now commencing studies on sheep and goat producticn.

: Flelds of study in which large returms for small expenditures
might be expected include: ‘ ’ '

a) Incorﬁoration of pasture legumes into rangelands;

b)  Optimal stocking rate and stock management systems for
the alternative production systems of rangeland
farmers and cattle kecpers;

¢)  Simple rearing syatems for young caives bred in feed-
deficit areas;

d)  The role of minimal strategic supplementation of mincrals,
protein and energy in raising the productivity of breeding
stock during periods of nutritional stress; the supnly
distribition and credit needs for these supplements 2lso
require atudy. - S C
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7. Intennive Beef Cattle Feeding

The optimal strategy for developing the beef{ cattle industry of
Kenya involves breeding immature cattle in the drier pastoral areaz and -
fattering these anirals to heavier weights on improved grazing and/or
in feedlots. The present average weight of cattle being killed is around
130 kg carcase weight, and most animals killed are capable of conslderable
improvement in weight and quality by further feeding. In the short term,
the addition of weight to these enimals is the simplest and least expensive
means of increaging national beef production.: '

Pagture improvement, particularly in the rangeland arezs, is’
virtually unexplored in Kenya, 1In the higher rainfall areas wheve improved.
pastures ca be established there ia little Information available oa grass
production and utilization, although it 1s estimated that stocking ratcs
could easily be doublced with the adoption’ of modern techuiques.. However,
competition for land use and lack of modern techniques 1limit cattle ‘
fattening. : ' : '

The price structure for cattle of varylng welght and quality
reflects the present lack of adequate fattening facilities and the resultant
shortage of well-finished stock. The weight and price for the main carcass -
grades are given in Tablie 2. : ) ’

_ In 1970 the offtake of immature steers from the exporting districts

of Kenya's traditional farming areas was 297,000 head. A further 32,400

head came from Somalia and Ethiopia, giving a total "source" in Kenya of

some 329,700 head. (Meyn 1971). of these, only 153,000 were sold and the -
remaining 177,000 were slaughtered locally. These 153,000 head, 65,000
Boran and 88,000 smaller Zebus, are now availsble for possible fat:tening.

In addition, the 177,000 immatures now consuned locally‘could be considered
as potentially avallable for purchasc as feeder steers. ’ ‘

The availability of high energy feecd for cattle is determined
largely by the supply of maize. The marketed production of maize, about
300,000 tons annually, represents only 25% of total production. The intro-
duction of hybrid maize varieties is greatly increasing crop yields, and
export surpluses in excess of 400,000 tons annually are now projected by the
Development Plan. Also about 15,000 cons per annum of maize bran and maize
erm meal are available from local maize willing, As each animal fattened
consuues approximctely 0.4 tons of high energy feed, grain and grain by=- -
products arc avallable to fatten over one million head of cattle, nwubers
fur in excess of the cattle available. The export parity price of maize ex-
farm is eotimated at about Kshi7 per bag. ’ ‘ ' '

: The economic aspects of intensive beef feeding in Kenya have been
examined in considerable detaii over the lasgt four years by an FAO/UNDP
project ncar Nakuru. The promising results of thig project have led to
recent private investment in feedlot capacity (presently cstimated at 30,000
head»peg year). -These private feedlots are located in the disease free
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zone and are located so as to maximize financial returns. Further public
investment in strategically placed feedlots outside the diserse free zone |
is now required in order to maximize offtake retes from rauge arcas, to
minimize disease control problems and to provide additional value-added

to cattle slaughtered. It is these feedlots that the proposed Second Live-

stock Project would support.,

- In Kenya the killing out percentage of fattening cattle increascs
by approximately one percentasze unit for each 15-18 kg of liveweight gain.

Cattle weight and carcase. grade are correlated; Boran cattle improve their
prade to fair average quality or better when liveweight reaches about

340 kg,

Feed costs vary with the enecrgy density of the ration and the
varying cost of ration componcnts, The average and relatively constant -
cost of a medium energy ration providing onz kg of liveweight gain per day
is about 8.6 Kenyan cents per Megacalorie (approx. Ksh24 per 100 kg dry
matte) or Kshl.8 day Boran steer. Non-feed costs including yard, manage-
ment, interest and cattle losses add a further Ksh0.86 pe. animal per day.

The conversion efficiency of fced to carcass gain 1s approximately
40 to 45 Megacalories per kg, depending on age and weight (approximately
7 kg dry matter per kg liveweight gain in the 250-350 kg weignt range and
8:1 in heavier cattle). Investment and fipancial projections for a fecdlot
fattening 6,400 head on an area of 500 ha is given in Annex 6, Table 14,
Siloge would be grown on 160 ha each, and a second crop used only foc grazing
would be grown in the short rains. Inproved pastures would account for
300 ha, and with second crop grazing is estimated to provide for a live-
welght gain of 24 kg per animal purchased (450 kg/ha on pasture and 116 kg
on crop grazing). . A further 40 ha would be in feedlots, roads, etc., (1,600
head yard capacity). Production coefficlents and prices are summarized below:

‘Production Coefficients and Prices

Average Purchaée Weighé (kg) ' 240

Average Price/kg (incl. freight) (Ksh)  1.85

Average Price licad (Xsh)
Liveweight Gain Grazing (kg)

450

25 (60 days)

Liveweight into Feedlot (kg) 265
liveweight out of Feedlot (kg) 340
Days on Feed . - 75
Dressing Percentage .51
Carcasa wt Sold (kg) '175.6
-KMC Price (Ksh) S m
7:1°/1 -

Conversion Ratio (kg D.M./kg gain)

11 }Excipdingvcﬁrrgnt bonua of 5% for feedlot caé;lell
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C. LIVESTOCK MARKETTHG

The rapidly growing world demand for beef provides Kenya, which
has about 9 millien ecattle and shout 80% of its total area in raageland
(180,000 square miles), with a vaique opportunity to increase becef exports.

"The main coastraiute to incressed production inelude: :

. a) Difficulities in warketing cattle from the rangeland areas
due to inadequata'mnrkéting fac{litiecs and diseage control
‘regulations inveiving costly vaccination and quarariine; and

B) Cbntrolled'beef prices leading to depressed prices to cattle
produceis which in turn lead to depressed offtake rates and
uvverstocking, :

Kenya's beef production is stratified; cattle are bred on the
rangeland and moved for fattening to high potential grasslands or fecd lots.
Cattle are moved on the existing stock route network from two suiplus regiona,
Northesast1/ and th: Scuth2/ (Map). The Northeast is an underdeveleoped
gemi-arid region, with endemic Plenropneumonia (2% incidence). Noxtheast -
cattle are required to undergo stringent discace control 3/ procedures before
being woved and on average of four to five mouths elapse betwcea purchase
and sale, All other provinces are without Pleuropnewsonia, but ¥uD 1ig
endenic outside the disease freon zone. Veterinary regulations roquire that
rcattle be vaceinated ugadnst strains "AY, M0, "C" and “SAT II" before being
woved, and cattle cannot be moved from an FMD oatbreak ares.

Pleuropneumonia controls impose severe constraints on the move-
mant of cattle by foot, but infected cattle way be moved by truck provided
they ara intended for slaughter, Beaides‘adequa;e'disease contxolis, thé

~exiatiug stock route/holding ground system lacks such basic facilities as
water and physicel infrascructure. Cattle moved on these routes.exhibit

a high mortality and live welght losses through lack of feed and water. Tue
to the lack of water, cattle cannot be moved from the Northeast except
immediately after rain. :

1/  Includes Carisss, Iaiolo, Mandera, Marahait,.Samburusand Wajir Istricts.
2/ XIncludes Bariugo, Kajiado, Kitui, Lamu, Narok, South Nyanza, Tana River,
Turkana and West Pokot Discricts. o
3/ ALL reactora to the Plavropmewsmonia test are slaughtcred iznediately.
All non-reactora must be vaccinated and retasted eight wacks later; any
reuctora nrc sluughtered iimediately. Reot at six veek intervals coutl-
nues until the whole herd has passed through congecutive tests, '
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inus aigeass controls, inadequate stock route/holding grounds, and
lack of regular markets ave the three principal constraints to ragulay
wovenant of cuttlc from the producing to the consuming arecas., The livestock
marketing componont of the proposed Project aims at overcoming these con-
straints, :

The Livestock Marketing Nivision (IMD)

The Livestock Marketing NDivision (L¥D) of the Miniatry cf Agri-
culture has a staff of about 500 and is reeponsible for ensuring that range
liveatock preducers axo provided with market cutlots which return the
highest poscible prices.  Although IMD has responsibility for developing
liveatnck warketing tvrcughout: Kenya, priority has been given to devaloping
facilities to serve tha Northesst.

LMD purchased about 50,000 cattle 1/ in 1971772 and expects to
purchase 55,000 cattle 2/ in 1972/73. Funds for cattle purchase come from
a Kenyan Covernment grant of KEl million operated as a trading account.
In 1971/72 the expendituzes under this account were KE753,000; the
estimate for 1972/73 1s il million.

-

The majority of cattle purchased by LMD originate in the Northern
pastoral arcas of Kenya, Durchaces are made at auctions organized by LMD,
with IMD ca the major (usunlly the only) buyer. During the past threc years
the cattle purchinsed ware 607 immaiures and 407 slaughter stock, at an averagc
mlee of Ksh250 and averane weight of about 250 kg. Purchased cattle ate
then moved to one of the LMD'g two major holding ground complexes, [siolo
or Bodhai/Bargoni . '

Movemens is mainly on foot, but recently three cattle trznsnort
trains 3/ flnanced under Che Sirgt nzoject have been used.: Since the bulk
are still mcved on foat, LMD's purchasing is heavily dapendent on faversble
climatic end quarantine conditions. If water and grazing are availanle
along the stock route, the hevds are broken into lots of 200 animals end
cne lot per day is noved 15 to 20 wulles. Experience with cattle trains has
been encouraging znd LMD g emphasizing mcvemeat by lorry; this would reduce
dependence on rainfall end quarantines and would enable IMD to hold markets
at regular intervals. Although Keaya has & network of stock routas
(approximetaly 5,000 wilen) and holding grounds (500,000 acres), fzcllities
at the oxisting holding rounds are inadequste and additions) grounds are
raequirad. '

It purchased 15,000, 32,000, 29,000 cattle in 1968/69, 1969/70 end 1970/71

1/

respoctivaly, (Source: 1M teceords) .
2/ DBy Octobar 1972 ¢ had purchssad 33,000 animuls in that year.
3/ Tractor pulling two trailers (72 cattle/trip).
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2, Livestoo: Marketing Componen

The proposed livestock marketing component would provide the
necessary tarketing infrastructure and services on a country-wide basisg
aud would enable IMD to move cattle from rearing to finishing areas or
slaughter points. The component has three parts:

a) nnveiopment of markets and~£ranaport service;
b) Development of stock Toutes and holding grounds; and
€) Development of sheep and goat markets,

The Project would establish 5 large (500 head/day) and 26 smell (200 head/cay)
cattle markets and would provide 5 trxains and 10 cattle trucks. i/ 1t

would provide water points and physical Btructures on stock routas and
holding grounds, and would develop about 500,000 acres of additfional hojid<
ing grounds. ‘Tne Projccr would also establish markets for sheep and goats

in Turkana, Marsabit ang Islolo,

a, Mackets

The markets would be constrxucted on Lolding grounds and would

provide a sales yard, a loading ramp and a weighbridge, Five large

markets g/ would be located in Lamu, Garissa, Wajir, West Pokot, and Isiolo
Districts, and the twenty-six small markets 3/ would be located in Yarsabit,
West Pokot, Kara Pokot, South Hyanza, Kajiado, Kitui and Machakos distyicts
(Map, IBRD 10311). Large markets would hold monthly sales and wsuld have

a throughput of about 30,000 cattle/year. Small markets would 10id sales
every two weeks and would have a throughput of abhout 135,000 cattle/yeer.

b. Cattle Transport

The cattle transpoxt fleet would include five cattle trains and
ten cattle trucks. The cattle trains would trensport cattie from the
Northeast and the cattle trucks would transport from Narok, Kajlado and
othor districts in tha Scuth and East. After gbout four years 2ne train
and truck flects would have the capacity to trensport 57,000 and 72,000
animals per year xespectively (Table 1), With motorized transport cattle
may be moved from the Northeast during the dry season and on foot during
the wet geason. The number of cattle Passing through the narket/stock route
System are given in Table 2. '

1/ Tractor with cne trailer (36 animals/trip).
2/ At Bargoent, Carissa, Wajir, Kacheliba/Kong-elat and Garba Tula.

3/ At Marsabie, Kionunat, Keset, Migeri, Mzcalders Mine, Unidan®ified,
Nekor, Ngorengora, Suowa, Emarti, Rajido, X;le 46, Eitenzela, Bazil,
Namanga, Kuku, Mashuru, Emali, Athi Tiva (Ranutei), Kengoadi, Mutiko,
Mvingi, Machakos, Ximngini, Koma Rock and Makueni.
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. The projected cattle offtake and the projected number passiug
through the marketing system in the Northeest are given in Table 3. In-
cremental cfftake from the Northeast is estimated to reach 52,000 aftcr
10 years, 30,000 of which are generated by the marketing system and 22,000
by grazing scheme developments.

‘ Projecticns for cattle offtake from the South are given in Table 4.
Thy incremental offiake from market and rarch develiopments 1s 43,000 by year
10, 10% of vhich may be attributed to market development. The number of
cattle moved by year five is estinated at about 58,000; the remaining 118,000
would move over stock routes on foot. ' ‘

Stock Routes and Holding Grounds

Tha propomed Project would provide supplemental cervices whore
facilities eze lacking. Land clearing, 17 boreholes, 108 surface water points
48 spray rucea/dips, 72 fenced cattle paddocks with crushes would be provided
on about 0.5 rdillion acres of new holding grounds. Development details are
given in Table 5. It is expected that by Year 5 about 160,000 aniinis will he
moved through the stock route system; about 40,000 of these will be from the

Northeast.

Sheep and Goat Markets

. Sheep and goat warkets would be establiched in Turkana, jnveabie
and Iciolo. Although a minor component 6f the Project, this is a first step
in providing outlets of small stock. 1/ Sheep and goats are mainly consumed
by producers in rural arees but it is desirable that urban consuwpiion

of mutton be cencouraged ard developed.

Costa

. The cost of the proposcd livestock marketing component over a
three-year period is estimated at Xsh25 million (US$3.5 million). (Dztails
are piven in Ammex 6, Table 19.) ‘fhe relatively Ligh foreign exchanze cest,
about US$2.1 millien, is due mainly to the purchase, operation and mainte-
nance (for one year) of the transporc fleet and the development of water
pointy,

J/ National flock estiwated at {ive willion sheep and five million poats
in 1972, - .
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' Technical A.aistancé-

The proposed Project provides technical assistance in the form of
a co-ordinator for organizing markets, one: transport officer for the fivst
year, five maintznonce supervisors for five years who will train local
comterparts, snd one cost accountant to develop an accounting framework
. which identifies the cost of each conponent of LMD's marketing operations.
g. Banefits
The livestock marketing component would:
a) Incfease liveastock offtake through beﬁter market facilitles;
b) Reduce mortality and weight losses ip transporting animals; and
c) Regularise the flow of cattle to ranches and slaughter planta.
Eutimntes of the incremental cittle marketed from the Northeast and the South

are glven in Tables 3 and 4. The benefits arsociated with traraport, besed
.on a UNDP/F!D 1/ study and local experience, are swmarized as follows:

Losses in Trangporting Cettle

Northcast South
With Without With Without
Project Project Project  Project
Trekking Cattle '
Mortality Rate (%) /1 4 4 -2 4
Weight Loss (%) /2 8 10 Y 6
Truckiqg&Cattle . o
Mortelity Rate (X) 2 - 1 -
Weight Loss (%) 5 - 3 -
Price/ks Liveweight (Ksh)
On-range - 1.25 1.25 125 1,28
At Sale Point = 1.75 1.75 1.75 1.75

1 Losses dus to deaths en route.
2 Weight loss in transit.

1/ Treneport of cattle from North Kenya, Axelson G.R. UNDP/FiD Nairob:.
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Benofits from regularizing the “low of cattle, bettcr uvwtilization
of processing capacity etc., clthough iuportant, are difficult to quancify ‘
and therefore are not included in the rate of return calculatione. The )
ostinated rate of return is 197,

Employment. and Incoma Distribution Effects

By year five the preposed livestock merkoting componcnt would crunte
additional employment for 900 unekilled and 150 skilled workers through the

.onarations of the markets and stock routes. Of these, 200 wskilled and «lil

the skilled would be directly employed by the LMD; the remainiug 700 uaokilicd
would be used as herders on the stock route systen. The incramental offtilic
frou the pastoral areas will result in increased iucomzs for the producers.

In the Northeast oclone it ie cetimated that an additional 30,000 znimals

"will be marketed by yaar 10. Vith a value of R&1S.0/aatmal, this dnvolve:

an injection of an additional Keh470,000 into the region.

Comparison of Cattle Truckinp vn. Cattle Trekking,

The objective is the dJevelopment of an Integrated cattle transposi
systen which would permit trelkingy as well as trucking. The relative

_advantages of the tuo approaches depend on the spcelfic rouvtes; in the Nowvih-

caat trucks have the advontape of permitting year rcund movexmant, thus faoilie-
tating regular markets and better overall wiilizacion of range rosources. I
the FAO study cited zbove. Axelsen has conpared the two systems of transpori.
He concluded that txc”kin5 should be used over short distances (lesa thaa 150

. miles) when the stock route has adequzate fred and water facilities and whewe

walght and mogtality tosoos do not excend &F..

The two mocdes of woving cattle from El Welk to Isiolo (230 milex) are
couparcd in Table 6 under the ascumption that the same number of cattle are 1oves
Transport by trucl, however, 1s capital ard foreismn exchange intorcive, with
high recurrent costs which in turn are foreign exchange intcnﬂivv; when

".shacow prilces are used the economic rate eof retura is about 10%. Thisg,

however, is a narrow baesis for cecuparison given the avbstantial intcr-
relationghips between Project components. Cattle trucking is conzidered
worthvhile since 1t permits cattle movement on a year round basig from Lh;
Northeast, . :

Finsorcial Imvact of the Projcct

LD is at prescnt operating &t a loss; it incurred an ectimated
loss of Kch§3,000 in §971/72. 1Its main revenue is the margin between
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sale and purchase price of cattle. In 1971/72 the average purchase and gale
prices were Ksh246 and Ksh267 per .animal respectively. The margin vas thus’
only Ksh2l, and was- substantially below the cost incurred per animal sold of:
. Ksh53, _ '

In order to finance its cattle purchases, in 1970 the Government
. of Kenya gave IMD a grent of Kui million to operate a trading account.
IMD's inabiiity to operate regular markets has forced 1t o buy cattle in
large numbers and to hold then for substantial periods of time (up to 9
montha); this has tled up its capital. In a normal commercial operation -
the interest charges on the cepital alone would have been about Kah5Q,000
/year, over .nd above the Ken83,000 loss incurred. Cumulatively, such
losses would be unbsaruble without subsidies from Government.

' The Project is expected to Fncrease the nusber of cattle marketzc.
The markets would be held regulaxly and a2s the result of the increased
transport capacity the average holding time for cattle would be less than
a nonth. In addition, the margin between sale and purchase price would be
inczeased from about Kch0.20/k3 liveweight to chbout Ksh0.50/kg live-
welght. Purthermore, a market charge of Ksh5/znimal wculd be imesed. :
The stock route/holding ground charge would be maintained at Ksh 20/aaimel.
A projection based on thesge prices and charges (Annex 6, Table 22} indicates
that IMD would make a profit in the first year, and would gradualiy increase
its surplus from K%»111,000 in y2ar 1 to over K&200,000 by year 5. o
Intercst charges are not reflected in the projection. It is estimated that
the trading account ¢f Kbl million should be adequate to finance yearly
cattle purchase of up fo 300,000 animals, 1/ and that LMD can cover interest -
charges from its projected surpluses. Regular operation of markets and a.
steady flow of cattle through the system should enable LMD to operate as a
financirly viable entity, and tochnical assistance 1s included in the Pro-
Ject to ensure that these objectives can be realized.

It 18 proposed that LMD organize 1ts operation undeyr two sectipng:
one dealing with the marketing and transporting operations in the North-
eagt, ‘and the sacond with the South. This specialization would be useful
in view of the special problems presented in the Northeast.’

[/ 300,000 snimais/vear is cquivalent to about 25,600 enimalk/uohéh'drf
about K%400,000 per lot. If the avorage holding period is 2 wonths
then abuut xssop,ooo will be tied up during any one time interval. -
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NORTHEAST PROVINGE RANGE DEVETOPMENT #
-

"A. 'Land Use ‘
"'1. General Condition and History of the Landscape -

(a) Arca Comparison

Kenya's Northeast Province, with a surface area of about 49, 000
square miies comprises about 2l percent of the oountry's total area,

(b) Weather

The annual rainfall at Garissa in the south central part is
about 12,7 inches, The southern extremity of cattle range in the Province
receives nearly 25 inghes of annual rainfall but the bulk ‘of the Province is
fairly well represented by the record at Garigsa. ‘ ‘ '

"Normal" weather in the Province provides two growing seasons
and two dry seasons annually. EKach wet-dry weather cycle is normally sufficient
to permit forage plants to develop and mature, Thus two range forage crops per
year are usually produced although almost a total loss of one crop and even

ing through two growing seasons, especlally on small local areas, Small areas
are often missed by the "narrow front" thunder showers that do occur. The daily
maximum temperature 1s usually in the high 80s op low 90s throughout the year.,
It 1s perpetually warm or hot and usually dry. o :

(o) Topography, Barriers and Elevation

The topography of the southern two-thirds of the Province is flat,
with naturally vegetated, mostly red sandy clay and/or grey to black loap soils,
Complete access 1is hindered in some local areas by dense bush, but otherwise
there are practically no barriers to livestock, The elevation ranges from less
than 600 feet along the Ewaso Ngiro (Lak Dera) to about 1,600 feet south of Banane.

(d) Vegetation

Vegetation and soil are deteriorated where fhey have beeﬁ subject to
continuous excessiva grazing by livestock, Such areas are normally limited to
within about six miles of permanent water sources or along heavily uged driveways,

() Industry

Livestock production now supbovts most of the people iiving in
the Province. ' .

* SOURCEs Development- Plan and Feasibility Study on a PiibtbeVOlopment Project,
Nortlieast Province, Kenya. S : Cee
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(f) Range Resourc:s and Disciplines

Wherever dominant climax grasses are being maintained in good
vigor and density, they are good forage producers, especially in the deeper
soils. They are preferred and readily taken by oattle in both the wet and dry
seasons and are adequately nutritious (depending on the degree of maturity) to

provide satisfactory gains.

The delicate balance between good forage producing grasses and
low or non-producing "bush", annuals, or bare ground, is easily upset by the
impact of continuous livestock grazing over extended periods. This is true of
preferred torage plants where and when they are found in low rainfall areas
common to semi-arid oclimate. There is ample evidence to indicate that good
vigor, density and ‘production can be maintained on the forage producing grasses,
wheres basic non-sontinuous grazing management practices are employed. Conversely
there is also ample evidence to confirm that the range resource could be rapidly
destroyed wherever new permanent water sources were created and used by livestock,
without following prescribed grazing management practices.

The area has the essential climate, topography, soil and
vegetation suitable for the managed production of livestock within the above

listed natural disciplines.

(g) Current Land-use Pattern by Cattle - Water Oriented

The present land use consists of the nomad herdsmen following
the rain with their cattle during the rainy season, and retreating back to the
seriously depleted ranges adjacent to the widely separated permanent water
sources, for the duration of the dry seasons. In this process the cattle are
dispersed over the larger areas with no permanent water points, for only a very
brief period during the rains, but during the dry season which invariably
follows,. the cattle are necessarily concentrated within nine miles or less, of
permanent water. Disiances of over one hundred miles between permanent water
points are typical in many areas during the latter part of the dry season.

Many, or perhaps even most, cattle herds are watered only every third day and
travel five to eight miles each way between water and forage as a general practice
during a typical dry season. They may travel up to 9% miles to 10 miles maximum
between feed and water for short-duration stress periods. Instances of cattle
herds of a thousand head or more walking for five continuous days without water,
in moving from a dried ‘water hole to the Tana River, are uncommon in the typical

dry season.

From a situation of a forage supply without water, it then
becomes another difficult situation for the livestock operator of finally
having available water, but with little or no forage for his cattle within walk-
ing distance of the permanent water, because of the deterlorated range condition.
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(h) The Trend

These grossly inadequate permanent water supplies permit only
very inefficient and damaging range use, With the programs of disease and tick
control, cattle buying and water developnent that are being extended into the
area, continuing damage is ocourring to more acreage of range adjacent to o
permanent water Foints recently developed. At the same time the great majority
of the area, in the absence of water supplies correlated with range management
planning, is still greatly under-utilized. :

(1) Need for Planned Water Development and Management for
Stabilized Livestock Production

' Most of the stock water ponds, both natural and those constructed
so far, still go dry shortly after seasonal rains stop. Those which have been
Successful in holding water for the longest periods through the dry seasons, are
those which are the deepest and situated on strong water courses so as to more
effectively trap and deliver water quickly and hold it with a minimum of evapora-
tion loss. Unfortunately, most of the reservoirs are subject to heavy siltation

and require periosdic cleaning by heavy equipment in order to restore them to
their original capacities. ,

There 1s great need then for developing water points according
to an overall plan that can be managed for stable forage production and which
will provide a dependable source of livestock water when it is needed to meet
the grazing schedule in the range management plan. The location of these water
points should be within reasonable dlstance to areas producing suitable livestock:
forage, and the water supply sufficient to maintain a cattle herd in balance with
the forage supply, as far as practical. Nomad herdsmen tend to experience more
-difficulty in maintaining pumping and storage equipment at borehole water points,
than they do at successful catchments, To that extent they tend to prefer
reservoirs to boreholes, 1f the reservolr can provide the water when 1t 1s needed.
Reservoirs can provide adequate water if properly engineered and constructed and
the herdsmen nointain good water discipline.

There is also a need for temporary water storage facilities on
areas to be designated "wet season grazing areas" in the management plans so as
to extend the period of grazing for a reasonable time in these areas, beyond.the

date when the rain stops,

2. The Livestock Producers of Northeast Province

'(a) Background Information

A study, sponsored by the Government of Kenya, of the present
social structure, relationship and outlook of the people presently producing .
livestock in Northeast .Province was made 1in August-September, 1969, by Dr. Robert
J. Chambers., His observations made during visits with the.livestock operators . -
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in the Province are covered in an unpublished report from'which considerable
information was utilized for this report.

(b) Basis of Livelihood

: , . Iivestoeck use is characterized principally by 1ittle more
than subsistence level economic patterns of long standing.

The basis of livelihood for people in Northeast‘Province,
is grazing of cattle, camels, sheep and goats, Though the lot of the livestock
operator has been , and is, very rugged, they have succeeded in living the best
they can, within the climate, topography, 8oil, vegetation and weather and without
the benefit of commmnity-wide planned development and use of this substantial
resource. A

, Cattle owners frequently own no camels, except for milk and
‘pack enimals and few, 1f any, goats, sheep or donkeys. Camel owners rarely own
cattle, but frequently own large numbers of sheep and goats. The ownership of
sheep and goats as a primary animal is rare. These typical nomadic and semi-
nomadio people tend to be good -herdsmen, and their system of stock raising
charaoterizes land use in Northeast Province. Tt has evolved over centuries,
under conditions over which they have had 1ittle or no control, other than to
credit their very existence to their strong will, natural pride and "know how"
in tending their livestock.

(e¢) Aptitude for Producing ILivestock and Maintaining the
Resourges

The apparent intent of these livestock operators to per-
petuate the range resources, if given a reasonable opportunity, ig commonly
documented by several indicators. For instance, the usual presence of a strip
of fair to good condition forage plants, still growing up to the very edge of
some key watering points (such as along certain sectlons of the Golana Gof), is
the result of self--imposed restraints of grazing witiln the immediate proximity
to permanent water Sources which have been used annually for centurles. This is
also an indicator and evidence that forage producing vegetation will respond
8uccesafully even under considerable grazing pressure, if a favorable situation -
is provided to the forage plants through grazing practice, :

It 18 also an indicator of the very important natural
gggpbilitx and desire of all herders, to have complete control over the choice
of area their 11ivestook may graze at any time or lace. This can only be con-
sidered a very valuable capability. It eliminates the need for control fences
between mahagement pastures, which 1is normally the one most expensive necessity
of range improvement over so much of the managed dry land cattle ranges of
especially North America. This is a distiriot and tremendous advantage in proper
management of oattle on dry land ranges in semi-arid climates. Thig advantage
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 can be very much reflected in the directing of substantiéllz higher proportions
of available range development funds to developing stable 1ivestook watering
facilities to the fullest extent, The savings apparent by eliminating the need

for coatly managemsnt fences could go far in fully exploiting the water
potential in Northeast Province,

General deterioration of the key livestock forage areas
accessible from permanent water 8Sources has occurred over long period of .
subsistence living. The primary task of the livestock operator up to now, has
apparently been one of surviving through short-range planning alone, in com-
petition for forage and water with others., Often fully aware of the situation,
he is obliged to carry on without a community-wide long-range Program. So far
it seems there has been little or no opportunity to develop, use and stabilize .
" the range resource, so as to provide its optimum, rather than minimum, benefits
to the people.

The nomadic herdsman from Northeast Province often lacks
formal education and money, but he does have the very luportant interest,
attitude, aptitude and natural skill in many tasks necessary for successful
livestock production.

(d) Promising Local Source of Range Managers

. The first students to enroll in colleges in Kenys offering
training in range management, who were alsc "raised" in the Northe&ist Province:
environment, have graduated, with formal qualifications for administrators of
range management and have started to perform their role as range adminlstrators
in Northeast Province. They tend to be outstanding., A very important key to
the successful implementation of this development project will be the unusual

Northeast Province.

S+« Livestock in Northeast Province

(a) Livestock Census - Northeast Province

' The Livestock Census brepared for the Kenya Ministry of
Agriculture in 1969 reports the following for Northeast Province; 1 :

Distrints
Garissa WaJjir Mandera Total
Cattle 361,000 155,500 80,500 597,000
- Camels 95, 000 76,000 90,500 176,000
Sheep and Goats 74,000 4,500 143,000 291,000
Donkeys - 2,000 500 160 2,600

| 1/ Northeast Province Livestock Cehsus, 1969, Watson



ANNEX VI

- 6 -

The above estimates for cattle indicate ari increase of. 39%,
355. and 385 respectively over the 1964 cersus for the three districts in
the order listed. All other livestock shrwed a substantial decrease in all

distriots.
(b) Production

In a typical herd, maturity is apparently quite slow.
Females tend to first calve later.and males tend.to require five to eight years
to reach mature size. Production is relatively low, with calf losses (one
year and lese) averaging about 35 percent. _/ The ratio of births to mature
cows 18 60 percent or less. The average annual available take-off 1s con-
siderably less than is normally expected to be produced on developed, managed
‘rangeland in similar climate and vegetative types.

(e) Low Cattle Production is Related to Range Development Needs

Low cattle production is believed to be caured primarily
by inadequate water facilities, poor forage conditions near existing sources
of water and low level nutrition during key growth and production periods.
Moreover, i1t 3eems probable that lack of transportation facilitles, uncertain
markets end the shifta activity have been major delaying factors for motivat-
ing better oautle production.

4, Correlation with Other Uses

The grazing treatments prescribed are expected to increase forage
plant vigor and density and soil mulch. ' 'This will improve the general health
and composition of the range and tend to improve the habitat for cattle, people
and wildlife.

The 1ncreased denslty of surface water reservoirs will “tend
to increase the area of yearlong habltat for some wildlife, including
elephant, zebra and possibly other species,

l/ The following retference and discussion with others, tend to substantiate
- this. Northeast Province Livestock Census, Watson, 1969. Measurement of
weights and size and herd oomposition of cattle in GOK-FAO Cooperative
Project, Isiolo.
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Emphasis should be directed to permit only structures on the range and
especially at water points, which are designed to be subject to the very
minimum disturbance of any specles of wildlife. The use and value of
wildlife will probably tend to increase and be more closely associated
with livestoock production in the future. :

It 1s probable that use of forage by game will be a
significant nompetitive factor in management of the grazing block if the
presoribed grazing treatments by l!vestock which are desiwned to restore
and maintain the range in good vigor, density and production, along with
‘optimum stable cattle production, are accomplished by the livestock owners.

5. Ownership of Land

All land in the unit beyond a short radious of villages
already withdrawn from beef production 1s under Jurisdiction of the Govern-
ment of Kenya., ‘

' A* the barazas attended by the team members, which were
arranged by Dr., Chamber's as a part of his study, 1t seemed apparent that the
livestock owners were not interested in owning land except possibly for smal
shamba use in a few instances. Leaders and chiefs who were assumed to be
speaking for the people urged community use of the rangelands.

B. Range Development

Surface reservoirs will be constructed at locafions where the average
distances between stored water and cattle forage will average 2-3 miles with
a usual maximum of about 4 miles and the most, in the cormers, about 56

miles,

1. Deep Reservoirs

Reservoirs designed to 30 feet depth, when practical, will be
constructed in the pastures designated to be principally grazed during dry
seasons. These deep reservoirs will be constructed to collect and store
suffiolent water through the preceeding twelve to fifteen month-period, to
normally provide adequate livestock water for the full cattle stocking
scheduled for the pasture, during the season i1t i1s scheduled for use in the
grazing treatment Bequence. These reservoirs are planned to provide adequate
water within a reasonable distance, of suitable quality and quantity forage, to
provide up to about 150 days grazing, when necessary,

2, Temporary Reservoirs

Reservoirs located in the pastures designated to be prinecipally
managed for wet season grazing, are planned to be used as livestock watering .
points during and immodiately following the rainy seasons, These reservoirs
will be constructed for the purpose of storing sufficient water to normally
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provide for the full cattle numbers scheduled for the designated pasture
during the rainy season for six weeks or more following the rain. The -
‘purpose of this type of reservoir is to: .

" (a) extend the grazing period to make the fullest use of the green
forage orop in the wet season pastures, ‘ o

(b) minimize the length of period it will be necessary to provide
livestook water in the pastures scheduled for dry season use, 80 as to
acoumulate and save maximum storage in the deep reservoirs for p .ssible sub-
sequent drought conditions whenever practical,

(c) provide time for forage plants to become fully made (deferred
use to past "peak" of grass flowering) on pastures planned for dry season
grazing to maintain full grass vigor, density and cattle production. These
temporary reservoirs are designed for relatively small storage capacity for
short duration only, and will be relatively shallow, usually 12 feet or less:
in depth.

C. The Range Management System

1. Grazing Treatments and Cattle Management

The neart of each management plan for each grazing block then, con-
sists of accomplishing two simple steps:

Step 1

Graze cattle in the wet-season areas, scheduled for the first wet-dry
season cycle just as soon after the rains start as there 1s enough green feed
on these areas to carry the cattle. This is usually in the March-April period
and the October-November period. Cattle are kept out of other parts of the
grazing block during that wet season. :

Step 2

When the cattle run short of water or fred i the wet-season grazing
area, designated for grazing in the first wet-dry cycle, then move the cattie
into the dry-season'grazing areas, scheduled for the first wet-dry cyele,
Where there will be water and feed to last through the usual dry season.
Cattle are kept out of areas designated for rest through the dry season. hen
the next wet season comes, repeat steps 1 and 2 as scheduled for the second
wet-dry season cycle.

By making these two steps, the herder is helping to make a favorable
situation for the range to produce more and better beef, on a stable program,
From that point on, the herder can "let things happen" and forage conditions
will tend to get better and better on the range, R S
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Beyond these two steps, the responsibility of the livestock owner is to work
with the water reservoir and dip custodians and the field representatives of
his range committee and to take good care of his cattle. This latter will
mean keeping the cattle in good grass, plenty of water, free from ticks, bad
flies and disease, all with a minimum of disturbance, or walking. The goal
of the herder in this regard will be to make the most weight gains with the
fewest losses and cooperate in regularly accomplishing the two steps outlined
above during each wet-dry season cycle,

#. Grazing Blocks Divided Into Pastures

In the sequence of grazing treatments scheduled for each of the
designated "pastures" usually six of the seven or eight, or nine designated
"pastures" are scheduled to be grazed some time during each wet-dry season
cycle, On the average, three pastures are grazed during the wet season and
three additional or more pastures are grazed during the dry season. Usually
two pastures (one wet and one dry season pasture) are -rested throughout each
complete wet-dry cyole. Pasture boundaries are marked by a vehicle track.

The grazing formula prescribed for the range manager for each
grazing block, 1s designed to produce optimum quality and quantity livestock
on the apecific range conditions, on each block. At the same time to stabilize
the range resource, the grazing formula has a mandate to maintain good grasses
where they occur now, as well as to restore trends on "poor" and "fair"
condition ranges towards better production, through grazing treatment.

3. Sequence of Grazing on Wet Season '(growing season) Pastures

A A review of the grazing order which provides the sequence of
grazing treatments for four consecutive wet-dry season cycles, as follows:

1st treatment: Grazing in wet season (growing season).
2nd treatment: Grazing in wet season (growing season).

3rd treatment: Deferred grazing "after.peak of flowering"
(dry‘season) or alternate with the 4th treatment.

Iith treatment: Rest completely through wet-dry cycle or alternate
with >rd treatment.

In carrying out this grazing schedule through four complete wet-
dry season cycles (a 2-year period) each wet season pasture is grazed during
the growing season, for two consecutive years. This is followed by & treat-
ment of deferment through the third growing season, thus grazing it in only
the dry season after the "peak of flowering". This provides the opportunity
for forage plants grazed during the wet seasons of the previous two cycles tc
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regain vigor and produce seed for the natural seeding process to be completed
by the late grasing. ' :

This deferment is followed in turn by the 4th treatment which is
complete rest from grazing throughout the fourth and last wet-dry cycle of
the sequence. This treatment permits the re-establishment of forage plant
seedlings, together with soil mulching and aeration and permits further
restoration of forage plant vigor,

By carrying out the above four treatments on the wet season
pastures, opiimum forage utilization and livestock production, to the full
capability of the land to produce beef in sustained yield, is expected to
be obtained. ' At the same time, this treatment is expected to maintain and
improve the range resource through providing a favorable situation for upward

" trends.

4, Sequence of Grazing on Dry Season Pastures

A similar review of the scheduled grazing order for the dry
season pastures is as follows:

1st treatment: Grazing in wet season (growing seasbn)

2nd treatment: Deferred grazing until after peak flowering
(dry season grazing).

3rd treatment: Rest completely through wet-dry cycle

4th treatment: Deferred grazing until after peak of
flowering (dry season grazing).

In the first treatment of the sequence for grazing dry season
paatures, each of the dry season pastures in turn is scheduled to be srazed
during the wet season (growing season) of the first wet-dry cycle. This is
planned in order to utilize this substantizl crop of available forage, while
it is green and most nutritious for good beef production gain, This is
considered good business here, because it can be done in this sequence while
other pastures are avallable by the plan, to carry the livestock through the
dry season to follow. This same pasture in the second treatment 1s not grazegd
until the dry season of the second wet-dry cycle., This will permit the forage
plants grazed during the first treatment to regain vigor, full root production
and food storage, prior to the grazing during the dry season. This deferment
also will permit opportunity for, and assist natural seeding and provide more
time for reservoirs to fil1 for dry season water needs.

Complete rest is provided this pasture in the third treatment,
through the entire wet-dry oycle. This makes a favorable situscion for
seeding establizhment a full wet-dry cycle period for re-charging the
reservoirs, E . .
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This 18 followed in the fourth treatment by deferred grazing again-
for proteoting seedling from pulling and maintaining favorable conditions for
restoring plant vigor and for additional water storage. . :

5.  Treatment Order to be Repeated as a Commor. Practice

The treatment will be repeated every two years except for minor
modifications that may be introduced to utilize on-the-ground opportunities
noted and aprlied by the range manager in continuing evaluations. It is
anticipated that he will try to observe the rule that range management plans
should be modified if there is a very good reason but they will usually lose
most of their benefit if modified without & very good reason. .

From a study of rainfall records, runoff tables and other known
factors, it has been estimated that within the average ten-year period,
there is likely to be drought conditions exter.ding across the equivalent
period approximately two years. During such drought periods the reservoirs
may not fill completely, nor provide the full volume of water specified for
the regular grazing schedule. ’

It 1s important, therefore to set up and maintain alternatives
to the regular grazing schedules to make additional water supplies available
to meet emergency needs brought about by expected periodic, prolonged droughts,

6. Herd Compesition and Cattle Quality Response Expected From Planned
Imprcvements and Management of the Range

The composition of a typical herd. grazing on the improved and managed
grazing unit, will be quite different from the herds grazing the area today.

(a) Average cattle will mature at four years and more heifers will
calve as three-year olds. The average gain on cattle will be greater and
cattle will weigh more at the same age. The average age of steers sold will
be lower. It is anticipated that there will be a continuing demand for
immatures (1, 2 and J-year olds). There will also be a market for good larger
cattle, especially as transportation facilitles improve. There will be a
tendency for ranchers who have good grass and water to hold cattle to older
age olasses. This, together with the existing backlog of over-aged cattle
will mean that there will be a supply of some older steers for some time to
come,

(b) Death losses of calves will be reduced from the present 35 per-
cent to less than 10 percent.

(c) Death losses of animals other than calves will be reduced. The
net result of these improvements toward producing more, larger and better
quality ocattle in a shorter period, on the same acreage will be apparent, by
comparing the rumber and weights of cattle sold in 1960 and 1970 with expected

take-off from a proJected composite herd of Boran ocattle.
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Both, the increase in the numbers of the grazing herd as well as the
inoreased number, size and quality of saleable cattle which may be produced
in the same period, on the same acreage, on a more suitable schedule, are
indicators of some of the obvious benefits to be realized through implementa-
tion of the range development project. In actual practice all of these
benefits ave not likely to take place over-night. They will more likely be -

- realized within a period related to certain and various fragmented circum-
stances and at about the same rate as prescribed practices are phased into
actual practice, on the ground. Take-off numbers are kept conservative to
allow for such continuing loss items as lion kills and thefts, the elimination
of which may not be entirely within the control of the range manager.

D. Administration of Grazing Block

Initially there will be a need for close Province-level coordination
with certain leaders and livestock owners to develop common understanding of
the range development project and to formulate and correlate action plans in
the communities involved. Responsibilities for carrying out the range manage-~
ment project on the three separate grazing blocks can well be delegated to one
grazing block manager on each, with one assistant and one clerk. Each block
manager will need to be equipped with a travel vehicle and portable trailer
house for residence, office and fleld quarters.

The estimated managerial field Job load required to administer each
grazing block w;ll be outlined in the management plans to be prepared for
each of the grazing blocks.

A suggested check list of tasks to be accomplished on time schedules
by the grazing block managers and their staff is provided in each management
plan, together with suggested recording forms for control records.

The owners of livestock that graze on each of the grazing blocks will
comprise a cooperative organization that would meet at least blannually for
briefing on grazing plans for the next wet-dry season cycle. Indicators are
that this group will probably include fifty to a hundred owners on each grazing
blook. These livestoock owners probably can best assist in the routine
management matters of the range if not more than a dozen or so elected rep-
resentatives cf the owners will meet the Grazing Block Manager periodically.

This group then, which may be referred to as the Range Committee, can
elect one or more individuals of thelr group who can make themselves avallable
to accompany the grazing block Manager on regular trips to the range. In this
way the committee will be currently represented in routine on the ground
deoisions made jointly with the Block Manager. The individual chosen to rep-
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reprosent the Range Ccmmittee in the field is referred to here as the Range

Reprasentative.

About 130 field days of actual on-the-range field inspedtion and -
supervision time will be required annually on each of the grazing blocks by
the managers and/or their assistants, An equal amount of time will be
required for the range representatives of each Range Management Committee
for each grazing block. The Range Representative is a key man and normally
should be encouraged to accompany the manager on all field trips on a grazing
block. In addition, a substantial amount of time, up to that available to
the Block Managers and their assistants, will be required for arranging for
and conducting group meetings and special training and show-me ‘tours on the
grazing blocks. It will be necessary to train and involve the livestock owners
in ourrent management planning and decisions. This will be vital for obtaining
-and maintaining fullest common understanding and solution of the usual circum-
stances needing ourrent attention for goad results on the range.

E. Adminisfration of Construction and Maintenance of Range Improvement

: Fleld administration of the engineering, construetion and maintenance
- staff will be the responsibility of the Chief Agricul tural Engineer in co-
operation with the Range Officer on the project. All aspects of engineering
involved in the Burvey, design, layout and Supervision of construction and
maintenance of surface water reservoirs shall be under the supervision of the
Engineer, who shall have +he authority to inspect all materials, equipment and:
workmanship entering into the work to furnish all Instructions and information

provisions of the design plans.
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CUMMARY Ol RECURRENT AND CAPITAL COSTS

(TABLES 2 THRU 4) FOUR - YEAR TOTALS (3000's)

Recurrent Costs

. Water Department
Range Management

. Cugitnl‘Cdsts'

Wnter Department
Range Munagement -
Maintenance Lquipment
and Personnel

Total Recurrent & Capital

Add 10% for physical
contingencies

Grand Total for Northeast

- April 07, 197

FOREIGN
EXCHAN."

9.4
57.9

67.

w

1,921.6
180,1

5148
2,616,5

2,683,8

Project .

LOCAL .
COCTS TOTAL
(Iollar o

Equivalent)

493.1 502,95
606.9 664 .8
1)100.0 1,167 '3

2,844.0 - 4,765,6
- 377.3 5574
- 5148
3,221.3 5,837.86
4,321,3 7,005,1

700,95

7,705,6
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TABLE 1A |

SUMMARY OF ATD AND GOK FINANCED COSTS 1/

e .
AID
- FX 'IC " TOTAL
Water Depar‘tnu_znt‘
' Récurrer;t.. ' 9.4 - 94
Capital - 1,921.,6 1,971.,6 3,893,2
Range Management
Reéurren_t | 57.9 126,0 183,9
Mfapltal. 130_.1- - - 180,1
I‘.(nintenaﬁce Eqixipment - ' .
and Perqonnel _ 514.8 - 514,.8
| .2,683,8 . 2,097,6 4,781 .4
Add 10% Physicei Cont 268,4 2097 478,1

2,952,2 2,307.3  5,259.5

v From 'l‘nbles'z, 3 and 4

2,223,7

2’44601
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TABIE 2

- WATER DEPARTMENT COSTS - FOUR YEAR TATAIS ($OOQin)

Foreign Tocal Cogl
. Exchange ‘Dollar Equiv) Total
Recurrent Costs ‘ : _

Salaries (ex-PASA) : - © 199 ,2% 199,72
Headquarters Operntions : - 82,9+ . 82,9
Mairitenance L 220.4

Tracks "™ 9,4 31,0 - 120,4;
Roreholes - 180 ,0x ' (EQQ;Q}
Totlal liccurrent 9.4 493.1 502,5
‘Capital Costs
Construction - -
Reservoirs - ’ - 2,315.5
POL . - 1,220,1 fl,220.1)‘
~ Personnel - 529 ,1~ (5279,1,
Spares 531.3 - (’°1.a)
Equipment " . - 350 - (35,9)
. Tracks - - T - 080
POL . - 111,3 ' (111.3)
Personnel - : 48, 3x 148.3)
Spares 48.4 - (48.,4)
Boreholes - - 1,227,6
Drilling e 488 4 (488 .,4)
Fqulpment 343.,2 343,27 (68¢,4,,
esting - : - . 52,8 (52,8
Conqtruction Fquipmend, - o _
-ond Vehicles 1/ 898,77 . 30,8 2/« Ao E
Wa jir Workshop I , 20,0v oCL0
Procurement Services 65,0 - - 65,0

Toﬁﬁl Capital ' 1,921,6 o 2,844,0 4,765 ,6

. * Connutes cost to be assumed by the Government of fenya
x% Costs to be split between the United States and the Covernment of Venjr
' (244, 2 each)

l/, Includes 10 percent price excalation to date of purchase; cther item:
include 8 percent per annum for inflation or an average of 16 percent
over the 4-year congtruction period, except 'Ol for which cost has beer

- inoren ed 100 percent in yenr one and nothing therenfter

,lfg/ 1Iivtnc carnvans (to he proeured locnlly) '

April 07, .19%
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'NORTHEAST PROJECT
TABLE 3

ANNEX VII

. RANGE MANAGEMENT COSTS - FOUR-YEAR TOTALS ($OOO'85'

FORETGN
EXCIANGE
RECURRENT GOSTS
Calaries (ex PASA) -
Vehicles (ex drivers) -
POL -
Maintenance (spares) 43,5
Motor Bike -
operatioris & maintenance 8.6
Aircraft Charter -
Range Travel Teams 5,8
_Total Recurrent 57.9
CAPITAL_COSTS
Housing -
Vehicles 1/ 107,8
Motor Bikes 1/- 16,5
Equipment - 1/ - 38,6
Range Trend Teams 17,2
Total Capital © 180.1
¥ Cnnnotesfcosts to be assumed v GOK

1.0CAL COST
(lvllar Equiv)

410,5%

101,5

8.15
16,0
70 .4.)(‘

606,9

376.,3%

1,0%

377.3 .

'l/ Includes 10 percent, for price escalation to «
'all other items include 8 percent per annum tor intlation or an
. average of 16 percent over the 4-year construction period, .

CApral 07, 1974

TOTLL

: 410.5

145,0
(101,5) |

(43.5)

17;1
16.0
76,2

664 .8

Arer A

sl
107.¢
16,5
318.6
15,2

5574
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TARLE 4
MATNTENANCE, EQUIPMENT AND PERSONNET.
FOUR - YEAR TOTALS (3000's)
FOREIGN L.OCAL L
EXCHANGE COSTS-  TOTAL
Equipment 1/ - 174.8 - - 174.8
tpecinlists 2/ 330.0 - - ©330.0
Procurement Services 10.0 - - 10,0 .
5148 - - 5148

Tncludes 10 percent inflation to date of purchase

R K

Includes two master mechanics for six man-years, one logistics

_and accounting specialist for 3,5 man-years and one shop supervisor
for 2,5 man-years for total of 12 man-years at average of 127,500
per year, ,

April 07, 197,
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TABIE 5
 RANGE MANAGEMENT DIVISTON EQUIPMENT
FOUR-YEAR TOTALS* (0001s)
Quantity
Vehicles
2 l_ton pickups 1
a=ton 4 x 4 pickups 15
-Motor Blkes 15
Watér.Tank'Traiiers 5
Camp Fquipment. 42
Lurvey Equipmeﬁt -8
Radios 12

Miscellaneous Office Fquipment

Add 10% price escalation

INNEX VII

Total
_Costs

S ——

8.0
90,0
15,0

=

5.0

12,6
7.5
6.0
4.0

14€,1
14,4

162,9

»  loes not Include oquipment for Range Trend Study Teams (Teble €
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TARLE G

RANGE TREND STUDY TEAMS (2)
FOUR-YEAR TOTALS 1/

_FOREIGN  LOCAL
- EXCHANGE COSTS
Recuffeht-Coats
- talories (4) - 50,000
Vehicle Operatlons
and maintenance 5,760 13,440%
Printing - - : 1,000«
' 5,760 70,440
- Capital Costs
Vehicles (2) ' 13,200 .
Salari Gear (2 sets) - 500
Cameras, Instruments, etc 2,000 -
Drafting Equipment - . 1,000 : -
Radios (2) 1,000 -
Viscellanenus Supplies ‘- 500
17,200 1,000

Add 108 Physical Contingencies

1/ Assumes. GOS will take over costs in fifth year

% Connotes cost to he assumed by GOK

TCTAL

56,000

19,200
1,000

St —

76,200

13,200
500
2,600
1,000
1,000
500

ey

13.“9
D4, a4

p’ 4
]

(-]

)

t

I~ I

5
)

103, 840
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ANNEX VII

Northeast Project

for Selected Cost Assumptions

1.

New ipment for Construction of Reservoir and Tracks: The

target objectives of the Phase Il pro]ect were translated from
completed reservoir in gallon capacity and miles of tracks to
Dixey Unit and track construction production capability. Net
available working time of equipment was estimated to be 0.50

based on a 2,000 hour year. This condition is believed to refle
the average work condition to be experienced during this Phase II.
project based on the situation during the Phase I project.. On
this basis it was determined that one additional Dixey Unit and
one additional track unit would be needed to meet the construction

~ objectives of years 1-4 of the project.

2,

3.

-4,

Unit construction costs (including POL, personnel and spares) for
reservoirs are assumed to be as follows: large - $24,900; medium - -
$15,000; small - $5,000., Cost of equipping large reservoirs is
egtimated to be $3,500 each,

Mairtenance Equipment and Facilities to Support Equipment
Operations: The USAID/REDSO/Consultant review of maintenance
support for existing equipment and new equipment procurement showed
that a sub-standard condition existed at the construction site with
regard to available facilities, tools and maintenance equipment
support. Maintenance requirements were then established with the
related inputs of facilities, tools and equipment, These requiremen
were costed to establish the minimal investment necessary to support
project operations.

Spare parts costs were estimated on the basis of a percentage
parts replacement of the residual value of the existing equipment
and a percentage parts replacement of the estimated purchase cost
of the new equipment spread over the four years of the life of the

project.

Borehole Development: These costs include drilling, casing and

well development and were compiled by the PASA ground water hydrolog
from past reference data under the Phase I project and recent Water
Department contract costs, all upgraded to estimated January 1974
prices. Unit costs aré assumed as follows: drilling and equipping -
$27,500; equipping only - $14,300; drilling only - $13,200.

ump, Storage Tanks, Gabion, and Reservoir Site Development: These
coata were compiled by the PASA Field Engineer and Ground Water
Hydrologist from past Water Department projects, upgraded to January
1974 pricea.



6.

7.

9.

staff Housing: These costs were obtained from the Range
Management Division, Ministry of Agriculture, from paat projects
and contract work.

Recurrent quratione- The recurrent operating costs were

‘established from the Water Department budget year based on’
incurred operating costs during the Phase I project.

iipment Procurement: It is planned to use the servires of
a U.S. bassd Procuremernt Agency for procurement of all AID
financed equipment. It is anticipated that such services
will be obtained by negotiations on a fee basis,

Technical Asgistance: A total of twelve (12) man-years of TA

would be provided during years one to four of the Project at an
average cost of $27,500 per man-yéar. Housing will be provided.
by the GOK.

Range Management Operations: Vehicles and equipment have been

provided under the Project to support the operations of a staff
of 15 Assistant Range Officers and 15 Range Assistants during
the four-year construction periocd. In addition equipping of two
range trend study teams is included. .
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Northeast Project Table I Page 1 of 9.‘

Construction Schedule

.Year/structure 1 2 3 4 - Total
Reservoirs B
Large 7 12 13 13 45
Equip only 3. 4 3 - 10
Medium 4 6" 7 7 24
Small 26 4 5 gs 160
Boreholes » ‘
Drill & Equip = 7 10 10 10 37
Equip only 3 , 4 4 . - 11
Drill only "4

Tracks 500 750 750 600 2600



NORTHEAST PROJECT TABLE 2 '

Water Structures by Block L%

Boreholes : Reservoirs
Block Drille  Equip  lLarge
Be” Eme ey T |
' Only Medium
1
.2
3 2
4 2 1 4 3
5 2 1 3 6
6 3 4 4
7 7 3
8 5 3 3
9 7 8 2
10 3 8 5
11 4 8 3
15 . L —_— 3
372/ 11 45 10 24

l/- Net of previously huilt structures except for those shown
as Equip Only.: .

2/ ‘Does not include allowahce for 4 dry holes.

ANNEX VIT1

Small:

15
25
15
15

25
20
20.
20
160




Table 3

1. Construction Vehicles and Bquigment

A

ANNEX VIII

DETAILED COST ESTIMATE - AID PORTION KEN'A' LIVESTOCK

Construction Equip.

1) 621 wheel Tractor
Scraper

2) 824 wheel Tractor
Dozer -

3) 120 Motor Grader
Std.

4) 814 wheel Tractor
Angle Dozer

5) D=7 Tractor

B.

Bull-Dozer

Vehicles

1) 3/4 Ton 4x4 Pick-Up
2) 1,500 Gal. Fuel Tanker
3) 4x4 Truck w/mech. body

4) 7 Ton 4x4 Flat-Bed
Truck

5) 1,500 Gal. Water Tanker

6) 1,500 Fuerl Tanker
Trailer Mtd.

7) Truck Tractor wAvinch
& 5th vheel 280 H.P.

8) Lowbed Trailer Tamdan
Axle

- 9) Living Caravan

Cost

86,000
90,000
38,000
51,000

69,000

6,000

14,000

14,000

14,000
12,000

6,000

32,000

13,000

7,000

oty.

[

Subtotal

N

4

" Subtotal

'258,000
- 90,000
76,000

| 51,000
69,000

——————

544,000

46,000
28,000
42,000

56,000
24,000

12,000
32,000

13,000

.28,00'0
. 301,000
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#1) Truck Med. Lube Unit 16,000 3 48,000
#2) Mobile Repair Shop Trailer | |
Mtd. | 38,000 2 76,000
3) Electric Generator | : , ,
25 1 o - 7,000 1 7,000
4) Electric Hand Drills | y
1/4, 1/2, 3/4, w/drill . 66.75 3 200
5) Blackamith Set - 800 1 800
6) Air Conpressor, 85 OMF 1,500 1 1,500
7) Oxygen Acetylene Torch 250 1 ‘25.0
8) Bench Grinder | 200 1 200
9) Tyre Dismounter : |
Manual Type - 200 1 200
10) Tap & Dise Set N | o
- NF & NC 30 1 350
11} Electric Weldirg Machine, ' E
- Acc. & Diesel Engine - 3,200 1 3,200
12) Skid Mounted Lube Unit -
w/Fuel Tank : 6,000 1 6,000
13) Hydraulic Jack (20 Ton) : 125 1 125
14) Rydraulic Jack (10 Ton) 80 1 80
15) General Purpose Tool Kit 600 5 3,000
16) Master Mechanic's Took Kit 1,000 1 1,000
17) 50-Tor: Hydraulic Puller Set, : o
Gears © 1,000 1 . 1,000
18) Electric Soidering Set 40 1 40
19) Battery Charger, 12-24 Volts 400 1 400
20) Battery Tester Set . 80 1 80

To be aaaigned'to construction units,



21) Tube Patching Set w/Patches
22) A-Frame, 3 Ton Capacity

'23) Vices Bencti-Type, 6 “ 8 Inch
24) Hand-Type Grease G

25) Chain Hoist, 3-Ton
Capacity

26) Radio Transmitting Set
27) Abor Press
28) Die Rethread

NF & NC Set
29) Oil Cans, 1 Quart
30) Rotary Hand Pump
31) Bench Grinder- 10" Wheel

'32) Adjustable Wrench Set
6~20 Inch

33) Pipe Wrench
6-24 Inch

34) Pipe Cutter

35) Pipe Thread Set
- 3/8 to 1 Inch

36) Hydraulic Brake Bleeder Set
37) Tube Cutting & Flaming Set

38) Socket Set, One Inch Square
Drive R

39) valve Grinder Set
‘Manual Type

40) Pens, Keys, Bolts, Nuts, etc.

L

8_oo'
60
400

500

1,200

75

200

200
40

220
60
20

400

50
- 2,000

1 40
1 800
2 120
2 800
1, 500
3 3,600
1 75
1 80
2 4
2 30
1 200
1 200
1 200
1 40
1 220
1 60
1 20
1 " 400
1 " 50
© 1ot 2,000

. Subtotal 158,864



Table &

. New Equipment (Est.)

Shop Tools (Est.)

Existing Equipmexfxt' (Est.)

3 yrs. old
Total 200,000
15,000

: ;aa,ooo
337,000
35,000
$ 372,000.

. 'ANNEX. VIIT
NORTHEAST PROJECT

TABLE 4 - SPARE PARTS

Amt Factor

Yale 1 2 3y
| 56 5% 106
$1, 000, 000 50,000 50,000 100,000

. % % op
250,000 5,000 5,000 5,000
10% 108, 108 1s%

- 350,000

35,000 35,00 35,00 © 52,000



NORTHEAST PROJECT
TABLE 5

No.

1

#10

Item

Unit Price

WATER DEPARTMENT

Pick up, standard
box body 3/4 ton
Lhxlk

Truck Mtd. Lube
Unit

Truck Mtd. Fuel
Tanker 1500 gals.

Trucks with
Nechanical body
wftools, 4 x 4

Truek flat bed,

cargo b x 4
7 ton

Truck Mtd. water
1500 gallons
Trailer Ktd.
fuel tank

mﬁ»’ ] Tractor,
tamdes axle -

w/winch snd 5th
wvheel 280 H.P.

Lowbed trailer, -
tanden axle

| @oose neck, 50T

Mobll repair shop
trailer Mtd.

6,000

16,000

14,000

14,000

14,000

12,000

6,000

32,000

13,000

38,000

EQUIPMENT

Track Spare
Dixey 2 Track Unit 1 Dixey 3 Unit Parts
Oon New On New New - New Man
Hand Purchase Hand Purchase Purchase Purchase Nairobi
3 3 (o] 1 3 1 1
(o] 1 [o] (o] 1 (o]
o] 1 (o] (o] 1 1 o)
(o] 1 (o] (o] 1 o]
3 1 (o] 1 1 1 o]
(o] 1 (o] (o] (o] o]
(o] 1 o] (o] (o] "0
o] (o] (o] (o] o] (o]
(o] [o] (o] 0 o] o]
(o] 1 (o] 0 0 o)

Total

Quantities
On Hand Procuremsent

New

Total
Cost

66,000
48,000

28,000

43,000

%'m

24,000

.13,000 §

76,000



No.

n

hLY

15

16
17
18
19

Item

Wheel tractor

scraper (621)
14/20 yd. 300 H.P.

Wheel tractor
w/st. blade
dozer/push cup
300 H.P. (824)

Wheel tractor/
Angle dozer
w/push cup,
170 H.P. (814)

Motor grader/std
type 125 H.P.
(120)

Track type tractor
w/st. blade, bulle
dozer w/push cup,
rear mtd. 3 shank
ripper, 170 H.P.
(p-7)

D-6 Dozer, 15C H.P.

966 Wheel dozer
613 Scraper/8 yd.
627 Scraper 14/20
yd.

Unit Price

51,000

38,000

69,000

On
Hand

W B R

New

Purchase

© O o o

Dixey & and Track Unit

On New
Hand Purchase
o] o]
o] o]
o] o]
1 o]
o] o]
1 o]
o] o]
o] o]
o] o]

Track
Dixey 3 Unit
New New
Purchase Purchase
3 o
1 o]
o] 1
1 1
1 o]
J o]
o] o]
o] o]
o] o]

Wajir
Shop

o O o

[~

Parts

Mar

Eairobt

© O o o

Total
Quantities Nev Tota)
-—On Hend Procurement Cost
o 3 258,000
0 ¥/ 90,000
1 1 51,000
3 2 76,000
1 1 69,000
2 o} -
1 (o] -
3 (o] -
2 o] -



Dixey 2 and Track Unit

On New On New
Fo. Item Unit Price Hand Purchase Hand Purchase
20 7 Ton lorries - 2 o} o} 0
21 Redio transmitter 1,200 2 o) o] (o]
! These items are included as maintenance equipment in Table 3

Dixey 3
New

Purchase
o)

1

ANEX VIIT

Spare
Parts Total
Wajir Man Quantities New Total
Shop.  Nairocbi On Hand Procurement Cost
0 0 2 ’ (o] -
(o] o] 2 2 2,400
Sub-total 94k, 400
10% Contingencies ok, hho
Total 1,038.8%0
Use $1,100,000
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PTIAL enit 8. - April 1975
41—y R * ANNEX - IX
UNITED STATES GOVERNMENT

Office of Capital Development/Africa Bureai’ DATE: February 22,1974

‘mom

Xenya Livastock Loan, Request for Proprietary.
Procurement Waiver. : '

AID through REDSO/EA ls currently in the process of designiry a.
Capital Development Loan for the Government of Kenya (GOK) as a part
of the Phase II Kenya Livestock Project. This Project is multi-donor
financed of which IBRD/Canada/Sweden are the other major financing
agencies along with AID. :

The tctal brojoct 'tinuncing is estimated at U.S. $52.0'million of which
AID will finance the amount of U.5. $10.5 million for providing:

(a) equipment;
(b) technical assistance; and

(e) locul currency financing.

The equipment portion, estimated at U.S. $2.3 m, provides for the
procurement of U,S. source and origin heavy construction equipment,
"vehicles, maintenance and shop tools, engineering equipment, spare parts,
pumping equipment, and other miscellaneous equipment required for tivestock
Range Develorment.

This Phase II project is a follow-on undertaking as an extension 6f a pilot
Range Development Program started under a Phage I, IBRD/Swedish financed
Program (1969-1973). :

Undr : the Phase I Project the GOK purchase specific pieces of Caterpillar
Construction equipment for excavation of Rango Livestock watering ponds
and construction of range track (low standard roads). _

‘The nature of the location of the pllot project, some 400 km. from the .
Nairobi, supply center, with its extreme logistical supply problems, being
in the remote N.E. area of Kenya, and the level of support, both spare
part, service and equipment reliability, provided by the local Caterpillar
agency in Kenya, resulted in the GOK purchasing 12 units of construction
equipment of Caterpillar manufacture for the project. No other heavy
equipment makes were utilized. This present equipment will now be used
in the Phase II project. ’ : S :

The propoud'Pm'Joct (Phase II) requires the procurement of eight additional
units of heavy construotion squipment of the same type now being used.

Buy US. Sevings Bowds Regularly on the Payroll Savings Plan

ol N e kente e




The past erperience under the Phase I work and the present circumstances
for the Phase II, which now places the work site some 700-1000 km., from
Nairobi and in a much more remote section of the N.E. area of Kenya,
dictatss that equipment standardization, compatibility, service ability
and spare part availability should compliment the existing equipment
on site to assure effective and efficient accomplishment of the project

goals,

The Caterpillar equipment now being used (along with the new equipment)
has proven service support and spare part availability. No other Us
manufacture of similar equipment presently provides the level of support
as that now provided in Kenya by Caterpillar Co.

The remote location of the project (2 days driving from Nairobi) and the
extreme logistical problems involved requires the standardization of spare
parts to the maximum extent possible. Due to the nature of the work,
requiring considerable movement from pond site to pond site, the mobility .
factor is uppermost. This reflects providing the minimal requirements

for parts storage and support on site. sStandardization of equipment will
minimize this problem,

The ease of procurement of Cat. spares, both in Kenya and Regional
Warehouses in Europe assure a short lead time on servicing Cat. equipment.

The total estimated procurement costs of the eight units of caterpillar
equipment is $0.5 m. This represents 23% of the estimated total equipment
- costs for the project being financed by the AID loan. :

It is hereby recommended that a proprietary procuiement waiver for the
purchase of the designated 8 units of caterpillar construction equipment
be approvel by AID/W for the Kenya Livestock Project.
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ANNEX X

THE AGRICULTURAL FINANCE CORPORATION
M

A, Organization and Procedures

1. Establishment

The Agricultural Finance Corporation (AFC) was origlnally estab-
lished as a government-owned statutory corporation in 1963, Under the
Agricultural Finance Corpora‘ion Act of 1960 the AFC was reconstituted
with wider, additional powers and assumed all the liabilities of the
former Corporation as well as those of the Land and Agricultural Bank,
According to the act the "functions of the Corporation shall be to assist
in the development of agriculture and agricultural industries by making
loans to farmers, co-operative societies, incorporated group representa-
tives, private companies, public bodies, local authorities and other
persons engaging in agriculture op agricultural industries,

2. Struocture

As o Statutory Board the AFC ig responsible to the Office of the
President, while itgs management is under a Board of Directors. The AFC
Law provides for a Board consisting of not less than four and not more
than six persons appointed by the Minister responsible for AFC (of whom
at least two snall be appointed by reason of their knowledge of banking
or financial matters) and the Perwi?ent Secretaries of Finance and
Agriculture (or their designees). The present Chalrman of. the Board
i1s the Permanent Secretary of the Ministrylof Finance.

On day-to-day business the AFC is closely involved with the Ministry of
Agriculture and major policy decisions always involve the Office of the
President. Since the AFC is a Statutory Board it 1s not subject to the
Companies or Banking Acts, : ‘ '

3. Personnel

The (oneral Manager of the AFC, who is 1ts chief executive but
A non-voting participant in Board meetings, 1s appointed by the Board with
the approval of the Minister, The current general manager is a Keriyan
appointed in June 1973 after serving for a number of years as Deputy
General Manager. The post of Deputy u 1eral Manager 1is ocurrently vacant
although the AFC is actively recruiting and hopes to fill the position
by June 1974, ' : : ' o

,l/‘SQQ Attachment I for a list of current Board members, and
Attachment II for the current AFC Organization Chart,
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As of June, 1973 AFC had a tota) jstaff of about 350 of whon approximately
T percent were professionals.

Experts provided or supported through bilateral assistance currently
number 13 including the Head of Loan Department, the Chief Accountant,
the Head of the Computer Section, the Head of the Budget Section, the
Deputy Head of the Computer Section, four Area Supervisors, a Computer
Programmer, a Credit Speclalist in the Ranch Section and the Head of a
Branch Office. In addition, the Financlal Controller and the lead of

the Ranch Section are AFC employed expatriates. BRilateral as<istance

is also expected to provide an additional financial controller specializ.
'ing in computer use. It is planned to completely Kenyaniz. the AFC staff

by 1978.
4. Lending Terms and Interest Rates

The law establishing the AFC gives the Board of Directors, with
the approval of the Minister of Finance, broad powers to establish
interest rates and security requirements. The law restricts the
maximum length of loan to 30 years or less.

Since January 1973 the AFC lending rate has been 8 percent on all new
loans and also on amounts overdue after that date. The previous rate
was 7.5 percent. This compares wlth commercial bank rates of -8-9 percent.

B. Resources, Operatidns and Demands

l. Resources

, As of Mareh 31, 1972 over Ksh. 222,56 million of the AFC's total
assets of Ksh. 242,23 million were provided by government. Irredeemable
or ownership capital amounted to Ksh. 124,92 million, of which Ksh. 80,10
mlllion earned an interest obligation of five percent., The remainder of
irredaemablo caplital was interest free. "Redeemable" or long-term: debt
capital as of March 31, 1972 amounied to Ksh., 97.64 million and included
proceeds of loans to the Government from the World Bank's International
Development Association (IDA) and other external sources on-lent to the

"AFC, mainly on 25 year terms, - :

At March 31, 1972 the General Reserve stood at Ksh. 5.08 million. This
acocount has diminished in size over the past several years due to ASC's
continulng operating losses. Deposits are not a major source of funds,
amounting to only Ksh. 9,48 million. Approximately one-half of this sum
was represented by land purchase deposits which consist of borrower's _
own payments of up to 40 percent tor land purchases which are temporarily
held by AFC pending completion of transfer formalities which generally
require at least two months. : L

14 Professionals defined as individuals having a skilI..
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2, Current Operations

' AFC operates some credit schemes on an agency basis, and is the
brincipal for others. The Guaranteed Minimum Return Scheme, pineapple
development loans and loans to cotton growers and cotton cooperative
sooleties are included in AFC's operations as an agent -for other organie-
zations which provide the funds for each of these schemes. Amounts

advanced under these programs are not reflected in AFC's financial
statements and are not further discussed in this analysis.

AFC 18 presently extending credit in the role of principal under several
large-scale and several small-scale programs. The large-scale schemes
include land purchase and development loans financed by the British Land
Transfer Program and ranching loans funded by the World Bank Group,
Sweden and West Germany. The small-scale schemes include smallholder
development projects funded by the World Rank group and the West German
Government and other programs which are funded by the AFC entirely with
‘resources generated or made availlable locally, The small-scale programs
generally provide funds for specific purposes in amounts up to Ksh. 10,000
while advances under the large-scale schemes are for larger amounts and
often finance farm enterprises such as ranching, which are different. from
those tvplcally promoted in small-scale schemes such as dairying and food
and cash crop production.

During the most recent fiscal year for which complete data are availlable
(April 1, 1971 - March 31, 1972), loans in the amount of Ksh. 46.5 million
were made compared to Ksh. 39.4 million the previous year. Net loans
outstanding at year end (gross loans minus provision for bad debts)
amounted to Ksh. 200.55 nmillion compared to Ksh. 193.07 million a year
earlier. Net large scale loans outstanding (for land purchase, large

gscale farm development, ranching, ete. ) amounted to Ksh., 178.03 million

and gross small-scale farm loans outstanding amounted to Ksh., 22.52 million,

3. Financial Position

AFC's balance sheet as of March 31, 1972 (Table ITI) 1s summarized

as follows: - X &)
ASSETS . LIABILITIES
Current " Current
Cash and Bank 363l754 Deposits 473,964
Balance ’ Toans unissued -
Other Current 248,761 Other . 254,670
Loans and Investments Long Term '
Large soale 8,901,401 Loans : - 4,882,088
Sinall scale 1,126,154 Total ITdabilities Iy 5,610,722
Investments 1,162,304 Capital and Equit
"ixed Assets : 297,389 Capital 6,246,338
. ' 11.6 Reserves 254, 466
- lerAogola . LSS o) Capttal & Bqui s 6,500,504
Total Assets £12,111,526 ' '

Total ILiabilities £ an
and Capltsl 12,111,526
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AFC's rate of current assets to current liabilities is 1.0:1.19 which
i3 satisfactnry. The rate of long-term debt and guarantees to equi ty
is 0.75:1.0, which is well within the reasonable debt-equity ratio
criteria utilized by AID of 3:1, and glves the AFC considerable ability
.to secure additional foreign capital.

4, Profitability

" AFC's income statements for the past five years are contained in
-Table IV, As can be seen AFC income has been steadlly rising. However
.operating losses continue to be incurred (Ksh. 673,500 in 1971/72) althougt
the substantial write off of doubtful debts (Ksh. 2.8 million) may be
ekaggerating the losses. The January 1, 1973 increase in interest rates
from 7& to 8 percent should improve the income flow. Projectlons show
that the AFC should move into a profit situation in 1976, Administrative
costs and provisions for doubtful debts are expected not to exceed 3.5
percent of total portfolio, which i1s reasonable. Combined with the AFC's
cost of funds, which is approximately 4 percent on a blended basls, there
1s a need for average interest rates to reach the 7.5-8.0 percent range.
However, the fact that a sizeable proportion (30+%) of the present port-
folio 1s long-term at a 6 peroent rate means a contlnuing period of
financial strain until the proportion declines and/or other interest
rates are raised further. A review of interest rates 1s scheduled once
the result of a credit survey financed under a previous IDA loan is
completed. :

5. Accounts and Audit

Since 1970/71 the AFC has increased its accounting capabllities
through the lntroduction of new accounting machines. In the past year
all the accounts have been brought up to date with current information
on borrowers and repayments available to the branches in a timely manner.
A computer 1s being utilized and once the programs are completely "de-
bugged” additional data and analyses will be available. .

‘Three advisors pruovided under bilateral assistance are working steadily
on improving the AFC's use of computers., Additional Kenyan staff in
thls area are recquired and are being recruited.

Presently the accounts are audited by the Nairobi Office of Messrs.
Cooper Brothers and Co. For the past four years the annual financial
atatemonts have received an unqualified opinion as to accuracy noting
- thnt Special Bnergency Loan Assistance Funds are excluded,
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6. PForecast of Future Operations

Projections prepared for the IDA Appraisal of the Second Iivestock
Development Project show that the AFC should begin to show a profit in

The projections assume that the provision for bad debts will continue to
be 2 percent of large scale loans and 30 percent of small scale loans,
However, with the improved accounting and control expected within AFC
over the next few years it may be possible to develop a less arkitrary
provision policy. -

C. The Ranch Section

l. Organization and Responsibilities

The Ranch Section of the AFC was established in 1969 to handle
AFC's credit responsibilities in the first Tivestock Development Project
Loan. The section is under the Loan Department but has direct access to
the General Manager. The section naintains its own sets of accounts,

Responsibilities of the Section include:

l. Implementation of AFC Folicles as directed by the General
Manager and the Head of the Loans Department.

2. Accommodation and implementation of the directives of the
Project Coordinator within the framework of AFC's own
policles and organization, :

3. Idaison with other agencies involved in the project.

b.  Ensuring conduct of the project within the terms of agree-
ment between aid donors and the GOK,

. 5. Maintenance of proper on-lending procedures particularly
by directing and training AFC officers in all project areas,

6. Ensuring that Proper accounts and records are kept by
clients, branch offices and head office. :

7. Preparation of nornal and speclal reports as required by
the General Manager, the Project Coordinator and other
interested parties. : '

8. Asgistance in the formulation of project polioy and the
preparation of future projects as and when required to do
80 by the General Manager, o
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2. Personnel

The Ranch Section currently has a staff of thirteen. The
Section ig headed by a Kenyan-born expatriate with a degree in agricul-
ture and local ranching experience. The Deputy Head of Section 1s a
Kenyan citizan with a degree in agriculture and considerable AFC field
experience. Other head office staff include a USAID/PASA credit specla
ist, two accountants, a records/accounts specialist and a secretary,
The Manager of the AFC Branch Office at Athi River, a Kenyan-born
expatriate with extensive livestock experlence, 1s scheduled to become
a member of Ranch Section Head Office staff by March 1, 1974 with full
time responsibility for the group ranches (he is currently handling
group renches along with his Branch responsibilities). ‘

Fleld staff consists of six ranch/technical field loan officers with
recrultment for an additional officer underway., 1In addition, four
Branch Managers or Assistant Branch Managers from appropriate Branch
Officers have received two weeks of training in ranch finance in
anticipatior of their key role in the making of ranching loans,

The IBRD/IDA Appraisal Report calls for the Ranch Section staff to
include 14 ILivestock/Credit officers, three accountants, three clerks
and four secreﬁaries, plus head office management when the project 1s
fully underway. .

3. Operating Procedures

To date, due to the small number of personnel in the Ranch Section,
all activitles have been performed on a closely coordinated basis. The

preparation to loan implementation to loan monitoring and collection,
Because the Section maintains its own set of accounts, once a loan is
approved by the AFC, in day-to-day operations a conslderable degree of
independence from the remainder of AFC has been possible,

The actual procedure for securing a loan ‘from the Ranch Section is rather
long and complex, involving several steps and requiring'the input and
approval of a number of GOK and ATC officials. Table VI outlines the
procedure to be employed under this project, It is estimated that the
process of epplication through approval will require a minimum of 3=4
months and in some cases wlll probably take much longer.,

After approval, Iimplementation and disbursement begin which, partlcularly
if part of the loan is for ranch development, will require considerable
time depending on the complexity of the development, and varicus other
ocontrolled and uncontrolled factors. A number of current loans have

been approved for over two years with development not completed., The
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AFC makes the funds available either through payment of vouchers and
involces or thirough deposits in the borrower's bank account, the:
utilizatior of which must be documented to AFC's satisfaction before

. additional deposits are made. :
Evidence of the time required between the apgproval and loan disbursement
is shown by the December 31, 1973 financial report on Phase I IDA funds
which has loan apprcvals of almost Ksh., 61 million and loans not yet
issued of approximutely Ksh., 19 million. '

4, Performance

Since the Section's establishment in 1969 through 9/30/73, over
110 loans totalling Ksh. 60.9 million have been approved. The peak
Year in approvals was CY-1972 when 45 loans for a total of over -
Ksh, 26.5 million were approved. The decline in CY-1973 to eight
loans approved for slightly over Ksh. 9,0 million reflects the lack
of available funds with the exhaustion of the funds provided under the
First Livestock Development Project.

Over the perlod, group ranch loan approvals totaled 15 1n number and
approximately Ksh., 14,9 million in value. Ten loans to company ranches
tere approved 1n the amount of Ksh., 20.7. Individual loans valued at
Ksh. 4.7 million were made to 45 individuals and 43 commercial loans
for Ksh., 20,5 million were approved. Of the total of Ksh. 60.9 million,
funds for development amounted to Ksh. 24.6 million and steer purchase/
operating expense loans totaled Ksh. 36.3 million.

As of December 31, 1973 loans approved but not yet issued amounted to
approximately Ksh. 19 million, down from Ksh. 3% million six months
earlier, demonstrating continuing progress but also pointing up the
heavy implementation load still facing the AFC. For example, of the
15 group ranchos, only three are in full production with another 10
under various stages of development. The remaining two have yet to
begin development., l'or tho company ranches approximately 65 percent
of approved loan amounts have been dlsbursed. For individual ranches
53 percent of approved' amounts have been disbursed and for commercial
loans 89 percent. Of total operating capital/steer purchase funds,
83 percent have been disbursed while only 47 percent of approved
development amounts have been paid out.

The arrears position at March 31, 1973 amounted to Ksh. 2,702,331,115

comprised primarily of operating capital loans. As of December 31, 1973

arrears had been reduced to Ksh. 1,952,135; however, bank officlals

assert that the amount does not present an accurate picture because

over Ksh. 1.0 million is owed by one ranch in quarantine (cannot market)

and approximately Ksh., 190,00 is due from ranches currently suffering
from the drought., -
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Durding the most recent fiscal year, income of the Ranch Bection amounted
to Ksh. 1,279,500 or more than double the previous year. The operating
loss of the Ranch Seotion amounted to only Xsh. 56,040 down from

Ksh. 524,800 the previous year. However, this is not a cash loss as
Athe provision for doubtful debts was increased by over Ksh. 540.000.-

5. Current and Future Demands

Current demands on the Ranch Section are at a lower than normal
level because avallable funds have been committed. No new loans are
-being considered (a back log of applications 1s repoited to exist).
Consequently Ranch Sectlion staff are primarily engaged in the monitoring
of loans and the implementation of approved but not yet fully utilized

loans.

For the future, projections by the Ranch Section indicate that in Year
One of the Second Idivestock Project (approximately CY-1975) Ksh. 36.9
million willl be lent, glving an outstanding loan balance at year end

of about Ksh. 90 million (36 million plus approximately 54 million from
the Mrst Project). New lending will rise to Ksh. 66 million in Year
Two and to 76 million in Year Three before declining to 36 Million in
Year Four and 10 million 1n Year Five. Amounts outstanding at the end
of the fifth year arce projected to be in excess of Ksh. 230 million and
will probably be closer to Ksh., 270 million. At this point, unless new
funds are available, the outstanding loan portfolio will begin to decline
as repayment by AFC of Iivestock Project Loan funds begins. However,
due to probuable disbursement and implementation lags it would appear
that the peak perlods of Ranch Section activity will continue beyond
the fifth year. Based on the number of current borrowers and the
projJected new loans, approximately 290 loans will have outstanding
‘balances at the end of Year Five of the project (1979).

D, Loun Conslderations 3/

1. Adequacy of Staff and Operatingzg Procedures

: The AFC appears to have adequate numbers of staff in most areas
and 1s actively attempting Lo strengthen 1deatified weak areas (accounte

ing for example) through recrultment of additlonal qualified personnel.
Ay in any large organlzation the quality of staff is very uneven but
new personnel end operating procedures (training, preparation or job
descriptions) being developed should allow a gradual upgrading and niore

effective utllization of higher quality staff. Certain specialities
which the AIC will increasingly require, i.e., computer specialists,
will undoubtedly be difficult to recruit due to the short suoply in

. Kenya.

¥ e atsoussion in this Section will deal primarily with the Ranch
Section and only as specially indicated with the overall AFC. ‘
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For the future, given the current staff and the on-going attempts at
upgrading and making staff more effective combined with the AFC salary
scales which allow the organization to successfully attract personnel,
staffing should not bLe a growing problem. However, the precipitous
departure of the existing expatriate experts or the departure of some
of the key Kenyan staff could seriously and quickly affect AFC per-
formance. A ocontinuing review of AFC staffing seems warranted and
needed to ensure effective AFC and Second Idvestock Project operation.,-

The Ranch Section has a good core staff with a clear understanding

- of the requirements and problems of ranch lending. To date the Section
has been able to discharge its responsibilities with perhaps no more
problems and mistakes than could be expected from a new AFC section
handling new types of loans. Procedures and modes of operation have
been developed which seem reasonable and which should facilitate
expanded operations. .

Although the staff is being expanded and current management is confident
that an increased work load can be handled, a note of concern still
seems appropriate. While the loan funds from the First Iivestock

" Project are fully committed, they are less than half disbursed. The
Ranch Section historically has played a heavy role in the actual
implementation of loan financed ranch development and livestock
activities. Combining the great deal of work which remains in imple~
menting the approved First Iivestock Project Loans with the new demands
. on Ranch Sectlon staff imposed by the larger Second Iivestock Project
could over-extend staff with resultant delays in loan approvals and
projeot implementation. The Group Ranch Loans, which require the
heaviest time input and which are scheduled for the greatest expansion,
are the most likely to be affected.

In recognition of these potential problems, certain organizational
changes have taken place within the Ranch Section creating a division

of responsibllities for new loan development and implementation and
monitoring of approved loans. In addition, responsibility for all

group ranch aspects of the Second Idivestock Project, including the
training and support of Branch officers on the structure and administra-
tion of group ranches, will be assigned to one individual - a former
branch menager who is thoroughly familiar with the group ranching
concept, : '

2, Potential Implementation and Sub-Loan Problems

As indicated in the previous section, staff and operating .
procedures need to be periodically reviewed. However, any required
“ohanges can be implemented by the AFC. A potential problem outside
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AFC's direct vcontrol but with major importance to the lending program is
the performance of the Range Management and Water Departments of the
Ministry of Agriculture, Range management and water development plans
form an important part of all loan applications. For group ranches

the Range Management Department provides a ranch manager during the
initial yeers of the ranches operation.

It 18 currently reported that the Water Department 1s unable to prepare
required water development plans for potential borrowers due to a lack
of recurrent budget. Because the AFC has fully obligated its ranching
funds there is not a present bottleneck but the limplications are scvere
if the situation persists. The Project Coordination Unit is aware of
this problem and 1s currently working with the Waler Department to have
additional funds targeted for range water development. It 1s also
reported that the quality of the ranch managers provided by the Ministry
of Agriculture is not always satisfactory. Admittedly the type of
persons required may not be 1n abundant supply but every effort must

be made Lo ensure that conaclentious hard working staff able to masler
the intricacies of both ranch management and loan administiration are
obtained, Without thom the burden of ranch management will tall on the
AFC Ranch Scction, APFC has already antlelpated thls to some extent

in agreeing to add 14 livestock credlt officers Lo its statr,

A second pctential problem which may or may not assume importance 1s

the ability and willingness of Kenyan firms to provide services required
in a timely manner, l.e., contracted water development. To date the
record is good and 1t 1s reported that the capabllity exists for the
projected expansion in demand for services. lHowever, presumably the
most accessable and easlly developed areas arc the flrst ones done,

In more remote areas contractors may be less willing to perform needed
services unless higher prices are paild which in turn could reduce the
economic viability of the sub-loans.

A third potential problem which will be partly undevr AFC control 1is

loan repayment., lFor individual loans made to economically viable
operations the problems should be minlmal, For group, cooperative and
company ranches, where Lhe opportunlty for lhe greatest soclal/economical
impaot on the largest numbers of people exlsls, the risks are hdgh,
Credit and loans are not famillar Lo many of the people who will comprise
these organizations. Borrowing requires a re-orientation away from
traditional attitudes toward cattle as well as a new type of diselpline
and ocooperation., Installing this new outlook will require time and
undoubtedly there will bz difficulties and fallures. To date, experience
of the Ranch Section with these borrowers is not very good. A large
number are slightly in arrears. However, the AFC 1s aware of the
problem, is seeking innovative and replicable methods of dealing wilth
groups and appears prepared to take reasonable steps to ensure repayment,
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3.' Conclusions

. The Ranch Section is currently operating in a satlisfactory
manner utilizing appropriate procedures. Staff appear knowledgeable
and well qualified. Suitable actlon i1s being taken to recruit -addi~ -
tional staff to meet the expected increased work load resulting from
the Second Iivestock Project. Nevertheless, the rapid or unexpected
departure of a very small number of key staff could- quickly and
seriounly affect Section performance. Iikewlse, care needs to be
taken to ensure that the demands of implementing already approved
loans plus s large new loan program does not overwhelm Ranch Section
staff with resultant poor performance, S )

Outside the AFC special attention must be given to the ability of
cooperating Ministry of Agriculture departments to fulfill their
responsibllities in a timely manner. This polnts up the need to ‘
ensure that the overall Iivestock Project Coordinati on Unit effectively
performs the key role it has been asslgned, o
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ATTACHMEN™ III

Procedure for Prooessing an AFC Ranch Loan'Applioafion

Major Aotivitioo
1. Selection of ranches a,
b.
2. Planning oflranohes C T a.
| b.
c.
d.
.el
r.
3. Initial ‘approval of “a,

loan ‘
b.
ol
"4, Water design on Group = a.
- type ranches

b.

Steps to be Taken

Ranch name, location, etc. submitted .
to the Project Coordinator

Glven a priority by .the Coofdinating Committee

Purchase of AFC loan application form

AFC Branch Mgr. notifies AFC Ranch Section and

the Project Coordinator

Application 1s submitted to the Head of the
Plenning team in the district, the (D.R.O.)
District Range Officer

"~ The following are to be consulted by the Team

as indicated:

AFC Branch Manager

District Range Officer

Ass't Registrar of Group Representatives
District Cooperatives Officer

District Wildlife Officer

Technical Officer, Water Department
District Veterinary Officer

District Livestock Marketing Officer
Others --wc-mecmmcccceae

Submitted to A.F.C. Branch Office with
copies to Range Management Division, Water
Department and the ProJect Coordinator

Ranch proJjections made in AFC Branch
Office

Submitted to the District Loans Advisory
Committee by A.F.C.

Submitted to Ranch Section, AFC

Submitted to Project Coordinator/Committee

for 1nitial approval/disapproval

When approved above, water design work is
carried out,

‘Submitted to AFC Branoh'offioe



Major Activities

Steps to be Tiken

Discussed with ranch people on the ranch
with all relevant officers present

Submitted to Ranch Seotion, AFC

ProJect Coordinator given opportunity to
review and make his recommendation

Submitted to the AFC Loans Committee

Submitted to AFC General Menager

Submitted to Board of Directors

Passed to Legal Department for preparation of
necessary documents.

Activities No. 4 and No. 5 may proceed simultaneously if this is

4 {oont,) c.
5. Final approval of loan a.
b.
.
d.
e.
f.
Notes: 1.
' oconsidered advantageous.
II.

Activity No. 4 will not be necessary on more commercially advanced

ranches,



TARLE I
ASSETS
Current -
Cash and
Bank Balances

Other Current

Loans and Investments
“Large Scale '
- Small fleale

Investnonts

Ilxed Ausots

Other: Assets
Total

LIABILITIES AND CAPITAL

Current
Deposits
Loans Unissued
Other

Long; Term -
Toans

Cupital and Fqujty
Cupi tal
heserves
'otal

Dabt,/Equity Ratio

AGRICUT.TURAL, FINANCE CORPORATION

FINANCIAL STATEMINTS
FY 1968/69-FY 72/73

*1KL = U3, $ 280

( Kgw)

1968/69 1969/70 1970/71 1971/72
266,975 351,510 - 334,140 363,754
120,210 172,523 142, 790 248,761

7,558, 787 7,863,836 8,691,215 8,901,410
296, G2l 644,112 962,187 1,126,154

1,511, 042 1,472,250 1,180,768 1,162,394

24,102 267,257 292,202 .0 297,389
1,619 21,140 11, 664 11,664
K£10;1§3;5“9  X£10,792, 628 K£11, 014,959 k812,111,526

188,787 h13,255 209, 22 473,964
258,669 | 303,528 686,996 -
223, 534 246,156 257,557 25'},670 :

2,755,820 3,276,609 3,934,827 4,832,088

6,206,179 6,210,557 6,228,039 6,246,338
102,400 sha, 513 288, 104 254 ,4¢6

KE10,143, 29 K10,792,628 _ KE11,61k,005 KEIZ, 111,526
0.4 0.5:1 0.6:1 0.75:1



TABLE 2

Income

— o ——.

Misoellancous

tad Debt Recovery

Total o

Expenses
_Interest
Administrative
Bad Debt Provision
Depreciation -
Other
Total

Profit or (Loss)

AGRICULTURAL FINANCE CORPORATION

(Ke)

Sﬂ%ﬂIWENTS OF PROFIT AND 10Ss
FY 1968/69-1972/73
1968/69 . 1969/70 1970/71 197/72
772, 2 634, 176 656, 496 783,914
97,561 100,789 121,489 147,552
1,220 ey |
ke 87005 " XE 735500 RE 777,50 KEgITes
182, 284 372, 532 393,034 421,577
306,027 269,0#8 287,778 367,112
'186,993 113,835 118,207 140,183
22,374 14,028 21,616 33,342
1,813 50, 346 11,719 2,930
e 999,591 £ 819,769 852,355 KEQGR, 0%
( 128,666 ) ( 54,769 )

*'1Ke = U.9. $2.80

( 84,179 )
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TABLE 3

FTOOND JATIEOE DIVIIAACSE Phary

FAR R I !
o 'hh"l.xﬁic.

bafie 2aty = Gagh Yo

Jebwad Cogh In Nend end at Junlk (.:t. um:! of parted) 6, 6.3

May 8,

1973

m. oun 2n
¢ o (Loon) (0.9) (1.3) (2.))
;:\IIH ”ql wadaticn O.r; 'ooh 00’3
Froviuiey Sor Doubtfidl NDedis Al 2.5 2.7
Laeonta eition L0~ - - -
st Uneodloatnd Intmeat Brasivaole 2.1 2,0 . 2.
‘ Vneolleoted Amney Cowrrigodend 0.5 0.6 0.9
Profit on Salo o Acu:ta 0.3 - -
pads Gacratod (Consvmod) by Oparetican (1.0) (1.0) (:13)
cthar Sourcca of Fundo . ‘
Howidatica of nveotusnls 5,0 - 6.
CTloposad of Livosiook ard propditico 1.3 . - -
Thovaso dn Capfiil Pmen 0.6 - -
Tnoronco da Pedorurode G ol6ad 13.2 20.5 50.b
Inoreaso dn Lunosdt Tutidis Ty ‘0.? -
._.l.a..\:\l.'lﬂ l‘-\1 Oihx!‘ LLC. X 003 1.’ ~
Donvizog dn Gther tspots - - -
Sub-totel 2.0 20.08 57.2
Toted Rudy dvasieblo 20,0 29,0 ‘_.5;:_2
Lacn of Fenda '
Tnuicane 30 W) Iosun - Mk 22,9 ho,? 5241
Ylues Tucsvano dn Peeelndes 2.3 2,6 2,7
Irnat Uacullostod Lato: Roooiverlo 2.1 2,0 2.0
Dioecano in Yoo Lndoiuod Lo 2h,6 2.0
Funds Losed 15,5 25,2 50,0
Yived Asnotl Lemenidtwss (Net) 0.9 0.6 0.7
Seroneo dn Invesironta - L.5 -
Asqeluition of Livestosle ond Pavportden (Hod) - - -
secrante in Duporit TAabAll4des Led - 1.0
toerenta dn Other Idnvd1dtdca - - 3.7
ineroroy in Othor Lunatn “ 0,1 1.
Total I\nén Used 20.5 30.4 £8.8
\’"-lﬁs ¢ [ a Lol N - ;". .
o Gk and Tiak Baacos ;.9»3‘,) 'L.g_’é)' . -:(.20..).
o LN

.J__':fﬂg '..'15.
Q3 (0.38)
0.l 0.5
h.3. 5.8
2,9 3.3

0.5 2,65
- lon'l
83.2 1049
1.0 "o
9-6 3'?
03 -
64 1703
4.6 243.9
10,0 KA
.,Jva ,:n("
2,9 343
0.9 AT
60,5 9.7
0.8 0.4
109 -~
G50 220, €
M 3.%
L'-.‘h..\k (.‘1'.“’ T
6.3 1073
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. “in Kol ¥311900

Mh“l Projcetod

LTADTLITIES ' 37:1 L I "37"1773' BTV R Y4 'v4 Vo vy o
m
1 Ands (Trredeemablo) a2kt 12!;. 12).0 12,8 1248 et
i) Rt ' S S ¥ LE L6
Sub-total 130.7 129.4 128,3 27,0 126.6 230.8
Redeemablo Capital 10,2 207.2 158.0 21,2 302 YA
Ipocit Lumilitios L.2 .1 b 50 5.2 5.
lafnn Mhiscuad, 13.7 363 ho.? 5.6 e.3 N7
Othor Currcant Liabirities S a2 L6 2,9 %2 - _ALs 0.5
Sub-total ' 3.1 £0.0 L.t 69.0 1013 ny.:
MU MU MBS M e pen o e
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TRV Ty, 1'%.7 19h.3 5. 209, 7 116.9 w69
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Total Loan Amounts Tat
For Cattle Purchase Yz (Rsti)<.
| Toar ] Year 2 Year 3 A Year 4 ‘- Years | Total
' Group ‘.
1st 20 3,656,000 © - 3,358,400 1,020,800 - -
2nd 20 - 3,656,000 3,548,400 1,020,800 -
3rd 20 = = _ 3,656,000 3,548,400 1,020,500
‘3,656,000 7,014,400" 8,225,200 4,569,200 1,020,800 24,485,600
Company |
1st 7 2,771,600 751,520 1,218,000 -
2na 7 - 3,771,600 751,520 1,218,000 -
3rd 7 : - C - 3,771,600 751,520 1,218,000
3,771,600 4,523,120 5,741,120 1,969,520 1,218,000 17,223,360
Commercial _ ‘
1st 40 116,137,600 4,944,000 ' - - -
2nd 30 - 12,103,200 -3,708,000 - -
3rd 30 - - 12,103,200 3,708,000 - -
. 161137:600 171047’200 15:8111200 3:708:000 = 52,70‘,@
‘Feed Lots : o ‘
1st 1 © 1,008,800 1,112,640 . o - -
-2nd 1 - 1,008,800 1,112,640 -
3rd 1 Ca - 1,008,800 1,112,640
B 1,008,800 2,121,440 2,121,440 1,112,640 - 6,364,320
. Total ' ' 4 B o ‘
w/o Feedlots 23,565,200 - 28,584,720 29,777,520 10,246,720 2,238,800 ok, 412,960
~Total w Feediots 24,574,000 30,706,160 31,898,960 11,359,360 ..2,238,800

100,777,280

Y/ 805 of incremental cattle purchase requirements. Rancher investment represents 20 percent. T
g/ . Loans each of first three Years to Group and Company Ranches and 2 years to Commercial Ranches and Feedlots



Dollar Loan Yy
Amounts for Cattle

(in U.S. dollars)

f_lxyg  Year 1 Year 2 . Year 3 Year 4 Years Total _
Group 514.929 987,943 -1,158, 478 . 643,54 143, 7T4 3,448,673
Company - 531,211 637,059 808, 608 277,3¢ 171,549 2,425,824
Commercial 2,272,301 2,401,014 2,226,929 522,25, - 1,423,007
Sub Total 3,319,041 4,026,016 4,194,015 1,443,199 315,293 13,297,564
Feedlots 142,034 298,794 298,794 156,709 - 896,381
TOTAL 3,461,125 4,324,810 4,492,809 - 1,599,908 - 315,293 14,193,945
1/ Based on Table 6 |

L otqeg
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Total Mrbers N 7,50 1,705 3,001 )0 B.m 3,555 3,555
(Tvtal dntsale) am_ 3328 3,5 28 9 ,688 1,726 L 726
Sab-Total A.U. 2,8 2,50 2,705 ’0”7 3,39 )5 3,655 3,555
Purchsscd Btesrs 0 163 295 163 205 38 0 0
Total Antmad Duite  LLA1 . 2,668 3,000 200 _NSSE 2,565 3555 3650
Brewdicg Oovws 114 114 11 67 72 " 72 72
Balls 3 3 3 3 L L L L
Whaners 0 2 (11 3% Ly ur 47 L
9-1l donth Heifers 12 12 10 12 17 21 22 22
9-2L Xeath Btears 12 12 10 12 17 a . 22 22
2U+3$ Ianth Teifers 12 Y] 9 [1 .0 0 0 )
2Li=38 15onth Stenre 12 12 9 4 n 16 20 22
36-448 Yonth Haifere 1t 0 0 (1} 0 0 (4 0
40 Month 8taso n 1 L 0 0 0 0 0
8-60 Montli Etaore [ 5 0 0 0 0 0 0
Sud-Total L) 150 15 1Lk 168 18 187 169
Purchased Steers 0 0 7 12 2 8 0
Totad SN6. e a1 ap 3% _ 1% 18

URSRASES
Freading Age Beifors - 200 200 53 0 (1] ] 0
e - 38 n 18 12 12 1 12
Sub-Total . £ 3V n 12 12 12
Steere - 168 295 16) 206 L 0 0
Total - Ao g6 g o mel s 22 22

AL
Al 5 2 1) 8 9 9 9 9
84-36 Yonth Heifere ] 0 0 [} 12 ¥ 52

8 onth 8isers Y 110 222 22) s 39 k -8
2.60 'bnth Btesrs 9% 209 105 (] 0 0 0
60-72 Yonth 8tears 0 29 0 0 0 0 0 0
Mtteaing Owll oy 108 118 185 257 329 Lis 11g L1s
Oxd-Totad n? $58 52 L84 [ 8
Purchaped Desre 0 —0_ 15 204 1522 1%3 ” ”‘6
Total ~NL. S8 &, m . 13 o S 22
m‘ Mase ’ 50.“ §S.N 00 65.“’ »00 6 00 “.m 65uw
AMult m““v < 5!& 5-00 «00 4.00 00 00 4.00 00
Extraction Mate § 12.88 22,29 19.L2 16,08 18.20 £3.30 546 2.L9
ot “‘N‘ te ’ uo“ £e.29 19.42 16.08 1’0& 2:.Nn N.l, 27-”
WM kﬂo ’ ,lm "m 200 S-N ‘lm S.N S.m o
mEMERA 13 B N3 kR P2 ge ge 4w
F) Hy . . o 0 s 104 IO.CO . o . 40,
Pooeking 4o UA/ALD,  4.50 6,00 5.3 .00 L.So so b b

Gairying . ‘o'n. 5,0 hd 3,000 3,200 3,538 3,558 . 3,5%% "”‘_



atse
Invayteevt Cateors '
¥at oo M edidtien
PRV AN 2
Tan: 20,050 gale )
Ten!: 10,0C0 gals 2
Pinieg 7
Pup 1
Trouvcha 10
Qub-Total
Qattle Yando send Dine 3
Budldlng
Oiivac/otore -3
Houeing L
Sub-Total
Foudr 1t Qsi_gxhicloq
LSRN B T X T 1
Yotorcrzlo b}
Tools (oot) 1
Sub~Total
Pirebs:ska rnd Tonda © 100 Y

 — e aar— -

Insrenaentzl

—— e v

2/
pae “ials
ors.az cavital

e e ———

Total

TABLE 9
j $:04
§TC0.70 1,127 3706K DEVEL™.LIT_PRCITCT
¥aled = Caup Reneh - 16,000 ha
oo tmont wenby
A e i .
Unit Coeit Yoar, Yonr Ycar Total Foreimm
— 1 2 3 Cott Ixehenss ¥
€0.0 Lo.o k0.0 k0.0 120.0 3¢
22,0 - 22.0 - 22.0 o
1.0 - 11.0 11.0 22.0 2c
12.0 - 42.0 Lz.0 5.0 85
6.0 - 4,0 - 6.0 2
3.0 - 1;-0 15-0 30.0 20 )
0.0 136.0 108.0 284.0
20.0 20.0 20.0 1 20.0 '60.0 20
4.0 L.c k.0 L.0 12,0 20
10.0 2n.0 10.0 10.0 L0.0 20
21,0 1k, 0 1.0 52,0 .
30.0 - 30.0 - 30.0 53
7.0 7.¢ - - 7.0 $3
10.0 5.0 5.0 - 10.0 Lo
12:€ 35.0 - h1.0
.2k 10.C 10,0 1.0 24, 2z
sh.b C6h.T7 - 159.3. 25
3£3.0 L37.4 209.8  1,0:0.2

s s cet g 4 6 e e

Y/ For purbore coo inaex X,Tuble 8

2/ Vsl capitsl da dofined as JODS of utner wavchane ard 507 of operating costs.

For ciacr purchaso and eperaldn:; cosis, ooo Aanox X Tedble 10,

Ton® Year
S —
1007 Ete e Purchngs é5.9 118.1
505 Cporating cousd 3.0 50,4
T055d 160.5
ione predovolrasnt .
Working Capital 9.)i 9.4
9L.4 159.1:
Inoremental working oapital 4.4 64,7

Mareh, 197)
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B o vveomar memc
&!ucm_ ﬂsmm&h

Wil sfontacd o lemobe

- Toars
b _ -} ‘Previews
) S : 2 2 s 3 3 =R
L - ]
Sals of Cull Com 4, 32,578 .18 118,592 120,18 .3 128,367 m .00
3.000 13.603 _ 8590 3.400. 3 o.A0 s.07 [ X 4
Sub-eetal 48,200 6,10 5,777 133,992 6,177 7,734 3,10 M3
FUR P Sarry
BeiSars 26-36 . ) o . e 7.012 8,633 N4 nA7
Stears 36-48 52,500 38,154 129,597 142,885 192,793 m,ore 1703 %2, 5N
Soers 43-40 39,400 133,850 61,468 i 0 -0 ° 3 .
Steers 03 . ] ° L o ° . .
Purchesed Steers ] ° 9,252 170,130 0,725 1msn n.%5 ]
Sui-zeral 111,500 253,004 B 313,015 293,5% 404,013 350,973 . X T3
Bocal Sales 139,100 290,15 8,685 457,007 469,707 £32,4002 1-7124 .
FTTT ovx
m» oss
Salertes ] 6,200 10,400 40,400 40,400 40,400 40,400 40,49
Operatizg expenses 0 6,000 12,000 14,000 14,000 14,000 16,000 14,000
Bepatss 0 7,000 13,000 18,000 18,000 18,000 18,000 18,000 -
Boslve: ~amt [ ] [ ] 0 (] [ 0 40,000 o
Oftice ° 500 2,000 2,000 2,060 2,000 2,000 '
° 19,700 37,400 74,400 74,400 74,400 13,400 .40
rid,{ -
» a 12,%3 26,660 30,000 32,000 8,550 33,330 33,350 3,338
Vaccines 37 4,012 13,30 15,000 16,000 17,778 17,775 12,778 - 1,173
Beasflonsd y) o 13,330 15,000 16,000 17,715 17,775 17,773 13
Sallicg Fxjenesed 1.5 28 3616 3.8%0 3,903 - 8,161 4,970 4,978
Tetal 18,812 36,107 63,416 2,850 5,003 75,261 J6,970 75,970
Strer Putchioes ° 65,876 118,145 65,087 107,084 33,710 2,498 2,48
Total Coats 18,812 141,684 218,962 207,347 256,487 20,31 254,963 Py . R
oz 139.288 118,501 169,62 239,860 21,220 00 220,609 ), 02y

17 Dizping couts Give Sece estiiated at Ksh

2/ Voccteza costs have Secan eac)

10 per entasl unit,
©:3ted at Kah 5 per animal unfe.

3/ Benallour cozte hucs basn ertl.-z~d at Xeh 3 per anirsl unte,

2[ Selliry expenoes are at Keh 5 pzc hezd.

June 26, 1973

0T o1qwl

.
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Year

Scxre: of Funds
Salca

Lozz-tera lczas
2zacii2e3 " Inveg toearl/

Total Sources

E22 oS ¥st
5 C=arg
Fixed IoViztoone
Brecedlr; Seoe
losa Intazcay
Loan £ooofryd/

" Total Uses

anrxal Caszh Sﬂrplua/‘ /

(deficie)’

Cxalative Croh Surplag
(deficit)

~

-

to =xYayg,

April 4, 1973

1/ B:ia3 20C% of Invaztmoat coat A=ox X, Toble g,
2/ Interest st €2 per annvn on cutotending baiance of loan.
I Az viey fer 7 yLixa at 8% efe :

&/ Grcap xoncioa till 2130 hav: p

Toszo ool Cooh Ploy
'ceo
1 2 3 & 3 [ ] z ! | 2 30
102.1 230.5 288.9 311.6 474.3 451.5 479.9 473.9 479.9 479.9
250.4 3‘9-9 167.8 - - - T - . - - -
72.6 87.5 42.0 - - - - - - . -
485.1 667.9 498.7 311.6 474.3 4g7.5 &79.9 479.9 £79.9 £79.5 -
122.8 2c0.1 182.4 237.6 171.5 213.1 155.1 153.1 155.1 155.1
1¢5.0 215.0 145.0 - - - - - - -
162.6 157.7 63.8 - - - - - - -
2302 51.2 64.6 - - - . - - - -
155.2 155.2 155.2 155.2 155.2 155.2 155.2
414.6 625.0 452.8 392.8 325.7 371.3 311.3 311.3 311.3 311.3
50.5 43.9 25.9 (81.2) 147.6 96.2 168.6 163.6 168.6 103.6
50.5 95.4 120.3 39.1 186.7 282.9 451.5  620.1 788.7 957.3
°z 3 yo-va, ‘ ' ' ‘
Te~favslo, zint profies of Ksh 139,000 &vzilsdle for distribution
¥
g
)
(™)
(3]



wl

Macd Musiawar Neimsin Table 12
kel - Someny Rerch o 20,008 ha
Ssdaf xanz
A¢
1o T 1 1 I 1 ma— 1 1 T 0 =X
ISR :
Sreeding Com 7 " L 1,149 1,178 1,00 1,918 1,91 1,470 1,400 1,400 1.4» 1,400
nite ¥ ] A Y] " 3 Bt o "4 1] ] ot
‘ 1] 30 493 .o 11 o w "3 " 1,038 1,08 .ou 1,004
SIS nettere " 19 110 1 77 3 " ] “y prit 1] o it
#-34 Wmath Steers 1 1 130 e i » 33 A 3 0 " . am
34236 math Retfers 104 11 ” 0 ° 0 ] ) ] [ [ 0 0
3436 Meath Steere 104 " 1" " 200 n M2 3 410 423 us . an
3440 Wwath Beifers ” ° e ° 0 0 0 0 ° ° 0 0 0
340 Dioeve » [} ] 0 [] [} 0 0 0 0 0 ] 0
48-60 Mmth froere - 9 9 9 0 9 9 Q 9 9 0 0 9
Total Nambars 1,10 1,37 1,90 1, m 1,01 3,9 . 2,49 2,019 1 ; ar: 170 2,;co 3 g;g
(Total Astaals) H+—1 n2t 3)__1 ,.___z.m__., 18 22 R L R -
SAetoral ALY, &N - H 0t 4:'..1 ‘7 P bt 4 65 N
Nredssed freere 1 3 M m u 9 g
Totel Antsal Wnite 118! l.uo 1,000 2,300 3,000 3,000 3,000 3,000 3,000 1,070 3,000 3,000
2 T 7] I “ o st ) 7] » 1) N T
1 1 2 1 2 1 2 2 "2 2 2 2 1
Vesners 0 1" 10 1 o 30 9 5 " » 41 a a
9:24 Moath Netfers ¢ ‘ 3 3 ’ gt 14 16 1 10 19 10 20
9-34 Moath Stee ¢ ¢ 3 3 ’ 13 " 14 Y] 1 19 20 20
1 3 s 4 2 0 0 ) 0 ° ‘0 ° o 0
24-36 Month Steere ] ] 4 3 3 [ ] 12 14 13 1 17 18 1y
3«40 Month Leilevs 3 3 ] -] 0 [} [} [} [} [} [} [} 0
36-40 Noath Stears 3 3 I 0 0 ° 0 ° 0 0 0 0 ¢
4060 Meath ilelfers 3 ° ) 0 0 0 0 0 0 0 0 0 0
48-60 Kanth Scears s 1 ° 0 0 ) 0 0 0 0 ) 0 0
6073 Month Btaarse 1 0 [] 0 [ (] [ Q 0 1] ] ] [+]
Substotal 70 n 13 " " 11y 126 197 144 152 13 160 16
Purchased Stears 3 [] 9 1 31 n rel 20 13 1 4 0 0
Total ” 7 " n 129 150 153 17 15 1359 161 160 161
Ireeding Age Netfore [ 200 230 0 0 0 0 0 [ 0 0 0 0
bulls N ic 2 9 3 8 1 1 g ? 7 7 ]
Sud-teral ¢ 110 139 0 s . ? . ) ? 7 ? 7
Stoere Q T Tt 261 29 T3 391 m 18 12 0 9 )
Tetal ¢ ue are 0 "4 o 4 1) 0}) “us 7 ? ?
ALSE
uile [} 1 4 4 4 4 4 4 4 [t (] 3 3
1436 Honth Nelfers 0 0 0 0 0 ) ) 0 0 n 105 133 134
1448 Month § ” o 100 100 n 201 2 2 364 " 403 & us8
W8-00 Minch Be 2 9 4 [} [} ] [} [} : [} [} [} 0 0
0-12 Houth Stesrs 0 1 0 o 0 0 0 0 0 ) ° 0 0
‘sttening Cull Pem 10 4 2 193 11 162 : I 27 ™ 2% i %
Subetotal 10 208 oY) m 1Y) 34 ) [ 6 73 02 " 01
Purehased Stesre 2. 0 als T 2 29} £36 e A 0L 101 0 ¢
Totel 10 ) YY) an " 1,263 1,108 1,01 " " 909 " "
ASZISTION T4 ‘
sanleg Nate 1 30,00 30,00 13.00 0,00 63,00 70,00 10,00 70.00 70.00 70,00 70,00 70,03 79,00
dult Wactaltty % 5.00 3,00 4,00 4.00 4,00 4.00 4.00 4.00 6,00 4,00 4,00 4,07 4,00
Atva.tion Ratel 18,99 19,13 TR 11,01 11.00 13,98 .9 21.93 1191 13,40 23.46 13,69 3.
€tat mtput date 1 13,39 19,13 13,04 1.0 1.8 13.96 1,94 . 11.31 2.40 17,01 30.45 20,33
sve/Tetal Rargy M. 10,47 (TN a4 4174 40.20 30,9 30.73 % 3.2 35.93 36,67 35,68
vil/Cow Ratte % 3,00 .00 4,00 3.9 .30 3.30 3.0 3.30 .30 3.30 3.9 1.30 3.3
ov sulltng Rats % 9,00 .00 10,00 10.00 1,00 13,00 10.%0 20,00 20.60 20,00 20.0) 20,02 0.2
v11 Culling Rate % 10.00 10.00 10.00 10,00 10.00 10,00 10,00, 10,00 10,00 12.00 10.00 10,09 10,00
tocking Nate Ha/A.V,  2).39 17.30 .90, 11,2 .38 .3 .33 9.33 9.33 9.33 "4 .33 9.93
sobiing Nate A.U,/Rs 0.04 .08 0,06 0.09 0.1 .11 0.11 0.11 0.11 0.11 0.11 0.11 0.11
strylng Cop. AV, 1,400 1,600 1,000 2,300 2,000 . 3,000 3,000 9,000 ,000 3,000 3,000 9,000



Inveoizznt_Crtegory

Patew Predlivies
ro/un

Tank, 2C,000 gals

Tank, 10,000 gals

Piping .

Pup
Troughs
Sub-total
Cattle Yards and Dina

Buildinzs
JttIo>75t0re
{fousing

Sud-total

Equivzont end Vehiclen

freovor ara trallcr
Yotorscyolo
fools (eat)

Sub-totnl
Mrebruck and Foads

Bresding stockd’

Inoronental

vorcing C'E'Siulz/
Total

KENYA
00D LIV, S°00K DIVELCOYANT FRNIOT Table 13
Yodel - Ce-mawy Fanch - 26,000
vosk.ent Coote
Xeh 1000
Your Toar Year Total - Poroifm .
Units Dnit Oost 1 2 - Oont_ Pxoher.es £
F 60.0 Lo.o 40.0 Lo.o 120.0 50
b 22.0 - 22.0 - 22.0 20
2 11.0 - 11.0 11.0 22.0 20
10 h 12 oo - &00 “oo 12000 80
1 600 - 6.0 - 6.0 90
10 ’.o - ls. 15-0 3000 20
Lo.o 154.0 126.0 320.0
2 20.0 20.0 20.0 - ho.o 20
e 4.0 4.0 4.0 L.0 12.0 20
10.0 20.0 10. 10.0 10.0 20
2i.0 1.0 1.0 52.0
1l 30.0 - 30.0 - 30.0 90
1 700 7.0 - - 7.0 90
1l 10.¢ 5.0 5.0 - 10.0 Lo
12.0  35.0 - 47.0
100 n 2k 10.0 10.0 k.0 24.0 20
sm‘ol 13,1-2 - 718-3 0
121.2 21.5 . 318.0 150.8 29
811.3 308.8  L62.0 1,862,

- o o ey

i/ For numbars soe Aruex X, Tnblas 12

/ Vorking capitnl 15 dofirod e 1C03 of staor puschase txd 50T of cpereting sosts.
For stcor purodaro end oporating dosto see Araax X, Tubls 14,

1098 8teer purchase
50% Operating costs

In~vomental operat

oapital

Year fcu Year Yoar
2 Lo S L

a9.4 05.9 306.9 379.1
21,8 88,9 15.3 81,7
121.2 142.8 362.2 L50.8
121.2 2.6 nd.o*

® Yoars 3 & L tnorensatal shown 1n yrar ).



Salaries

Operating TEpeuses

Rerelrs

Of fice
Replecamnt
Rept

YARYART® CoSYs
—_———m 1

otpa l/
Vaccine 2/
Bonaflcur 3/

Selling expenses

Total
Stock Purchises
Total Costs

mecx

- EECIO . TESTOCK DevELTMEONT PRarcy

es_and t{ olecey

B3] .- Carnace Kigch - 28,200 ha
) Ren

§ V4 DIppteg cnots have l-c-:-:-n.(:-tl-ﬂrd -t’.l..'\h 10 per anf:ial unit,
2/ Vacclues cunin bave Yoo parfectng ap Y425 per antfieal unte.
¥ Puisflour coats hawe been catfonted at Kch 5 per antral untc,
!I Selling expennes are ot Ksh 5 per heed,

I 3 2 Y 3 [} A F £ =B i ]
19,000 n,13 54,081 68,200 20,224 14,128 144,518 189,258 17,213 179,431 19,431
C A2 2,371 ;-2 207 2,617 2,756 3,219 I M0 3,3
20,492 40,284 56,928 70,817 92,580 137,43 W7, ;3 ‘163,782 - 14,019 - 1,888 178,382
° ° 0 0 3 0 ° 0 48,3%  g3,3¢9 95,008 -
26,182 62,417 70,042 72,414 140,362 - 209,331 23%0,135 54,649 75,318 23,675 91,338
68,515 30,825 0 [ - e 0 o o . ° ° [
. 0 c [} 0 o - 0 (] ] ° e -®
0 122 760 125,137 41,987 53,872 3s1 76 291,87% 190,373 102,420 64,29 (]
85,63 222,003 195,179 519,401 675,234 591,207 521,969 . 445,022 426,129 413,239 »1,65¢
107,199 262,287 252,167 590,218 768,214 728,552 669,824 603,804 600,148 87,440 553,037
13,400 39,400 55,400 55,400 55,400 55,400 35,400 55,600 55,400 53,400 23,400
6,00 12,000 16,000 16,000 16,000 16,000 16,000 16,002 16,000 15,000 16,000
3,000 13,000 18,000 13,000 18,000 18,000 18,000 18,000 18,900 18,000 18,008
1,000 2,00 2,023 2,2 2,020 2,270 2,000 2,000 2,000 2,0% 2,000
[ o o 0 [} 60,000 (] (] ° ° ®
7,200 7,200 7,200 7,200 1,200 7,200 1.200 2.200 Za20 X0 Z.200
30,600 73,600 98,602 98,600 8,600 158,600 93,€00 93,600 9,600 99,600 98,500
16,000 18,000 . 25,000 30,000 30,000 30,000 30,000 30,000 30,000 9,704 29,993
8,630 9,000 12,500 15,c00 15,000 15,000 15,000 1,000 15,000 14,852 14,99
8,00 9,000 12,500 15,000 15,000 15,000 15.000 15.000 15.000 14.852 14,958
1,043 2754 2,152 4,913 6,324 5,917 5,362 4,763 &, 656 4,347 5,263
33,043 38,264 52,152 64,913 65,326 65,917 65,362 4,763 64,656 63,936 66,233
29,417 86.560 305,935 379,127 277,820 213,578 154,699 85,794 S4.677 2,961 2,91
153,060 193,764 457,607 542, 640 442,744 438,095 308,660 23,157 217,92 172,516 72,827
(45,671) 63,524 (205,522) 47,577 325,471 250,457 361,16 3 360,64 7 322,205 414,924 30,020

#T o1qwg,
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Jesx
Scuycs of Vymde
Sales
Leag-tera lomm

'tou'ls-m.‘

Jss_of Furds
Cg:ratirgy Costs
Fixcd Invosteent
3resdiz3 Stoek |
loca Iataresp 3/
Loan At

Total Uses

.Aacnal Cash Serples/(Daficit)
‘Cemlative Cash Sarplus/ (Deficit)

} 1.2-3¢ Y

LIVESTOCK CT7EIOPLI-NT
Model - Corrrmy vonch 28,000 he

© Iastemcctsl Cash Pler

1/ 2sncher iavestsent vepresents 201 of inves
'3/ Interest st B per snnr o octatanding ba

¥ Ammity for 7 years at 8I.

April &, 1973

tesat cost (Aunex 6 Teble 6)
lance of loan.

K=h Ve
1 2 1 s b3 s 1 [ ] 2 10 1
107.2 262.3 . 252.2 590.2° . 763.2 728.6. - 659.8 “.‘ 9.1 387.6 382.6
9.0 311.0 ) 369.6 - - - L o- - - - -
162, 7.8 92:4 - - - - - - - :
918.5 651.1 714.2 590.2 768.2 7128.6 669.8 - 603.8 600.1 8.4 397.6
153.1 : 198.8 457.7 542.6 4427 438.1 303.6 48.1 n.e 172.5 172.3%
105.0 233.0 144.0 - - ’ - - - - - -
584.1 134.2 - - - - - - - - -
s51.9 76.8 106.6 - - - - - - - -
- - - 255.4 255.4 255.6 255.4 255.6 255.4 3.4 -
8c5.1 €32.8 703.1 758.0 €98.1 693.5 564.0 503.5 473.3 A27.9 172.3
2.4 8.3 6.1 (207.8) 70.1 35.1 105.3 105.3 12¢6.8 ‘u’.’. 614.9
23.4 .7 372 (170.7) (100.6) (65.5) 40.3 145.6 272.8 431.9 846.8

(6T 2199,



Table 16

X Tl Detosmagy ) 1 b ) [ | $ 1
Irotiing sowe 00 (33 ] né ]
E B2 ¥ % o% % % o=
(7] a0 e 30 ? (1) Ay Lk Lab
P2 Math Keifere 1% Y 4] ﬁl m in pU)Y 3%
Ty e e S T R g 4 0w ® u

» ‘e
«30 Month Stecre 14 b 109 in e 10¢ 19 199
8 Moath Bteers -3 ] [ 0 [ 0 (] 0
Total Mambers 9%0 (314 9.8 ”e 1,08, 1,12 1,189 1,129
(Tsal Aniasis) Lino 020 324y 1,379 1,178 1,5
Sub-Total 4.0, 10 &5y ”no " 1,09 1,112 1,129 1,129
Purenased Steare 0 0 167 da 7 8 0 0
Total Aaima) Onite o {2 1,193 1,133 1,19 1,133 1,129 1,129
uiy
Breeding oove 20 0 17 15 17 17 17 17
halla b 1 1 1 1 1 1 1
Weanere 0 12 10 ’ 1t li 1 1
P-2 Jonth Beifcrs s é [ L [ L L
9-2l Joath Steare g é [ L '3 [ é é
2h=)4 Yoath Kaivers [ [ 4 1 0 0 0 0
=34 190th Stours s s 3 ) L [ [ é
8 Month Haifern KY 0 0 0 (] 0 ] ]
%46 Homth Ovnotw [ g (/] ] 0 0 ] (/]
8=80 Fanth Jet\rs [ 0 0 0 0 (] 0 0
Mt 18t Svre [} 0 0 0 0 0 [+] (]
60=78 Fouth Btere [ 0 0 0 0 0 0 n
Witening Owll 0t K] 0 0 0 0 0 0 0
Nb-Tota) n 60 ks I L L L
Perchaset Staere £ 0 0 ,6 4 g ) ";’,
Total % 60 Ls W W L L N

[uRcHALES
Preed Nelfer 0 2 15 [+] [+] [} ] 0
m-m 1ee ’ S 2 9 8 6 é 6 6 _
Sub-Total [ i 3L 8 6 é é é
Steers 0 0 1087 1k i 21 0 ¢

Total [ n 731 w9 8 n 6 é

AL

Rlle L L " s

$=2L Yont) Steers 0 0 0 16 7 7; 7; 1:

- 9+2L Yonth ftoers Laoan 0 Lo 0 0 0 0 0 ]

2435 Yonth Kaifasy 0 ] 10 0 ] 0 4] (/]

ey Rl S S S S S SN S
on oQre 1n

8(0 lonth Bteesy 0 9 0 0 g uo m 1,3

Patteutag Oud) FOX: 100 . 0 100 110 110 110 110

Md-fetal 008 0 1& m ] 28 $ 8

Porehaset Broere Q 0 0 182 L:; ,17 ,21 y 3

Total 208 8y 18 Lo L Los 38 1]

) 0313

Weaning Rate & 40,00 65.w 70,00 7‘-\» 00 00 . 00

Muls urtalshy 4 5. [F\) 4,00 3.0 ',g.oo 7;.00 ',f.gg 7;.00

Katraation mue £ 3. N5 16.12 24430 12,06 22,79 25.8% 27.3)

Pot. Outpus Inte £ 21,14 3186 17.1) 22,9 27.48 29,54 349 33.98

Cowe/total Nerd X 3.8 38,87 .32 Lo.yy 30.24 .0 b XW/L] .40

WM Fatte & $.00 $.60 §.00 5.00 $,00 1.0 3.0 5.00

Oww Olltng Rate 3 20.00 20,00 20,00 20,00 20,00 20.00 £9,00 20,00

Al Oulling Rate # 30.00 20.00 20,00 30.00 20,00 20,00 £2:090 20,00

Docking Mate NA/A.U, 3.5 3.9 3.00 3.00 3.00 3.00 ja 3.0

Stoeitiag fate A.U./MA 0.29 0.25 + 0,33 0.3) 0.3) 0.3 0.23 0.3)

Cusvyiag Caps AU, 50 850 1,19 1,1 1,133 1,9 1,183 1,19

F YT



ANNEX X

Table 17
IT.TA
£COND LIV N DEVAO T EAGIEGT
Li22ad = Ce: 39} fency - 3,100 ha
suvartuent, Gaaby
LA YOt
. Yoar vear Total
Urdty Unit Covi 1 2 Cost Yoralem I=eh:-
Inveatent Criuvrory
Fator Faedlities
1.9:3/Lam 1 60.0 30.0 30.0 60.0 55
Pnp l 6-0 - 6-0 6.0 93
Tmugh’ 2 3.0 - 600 6-0 20
Tank, 10,000 gls 1 1.0 - 11.0 11,0 20
30.0 113.0 143.0
Cattle Yard ard Dip 1 20.0 20.0 - 20.0 20
LD RE
Trocior and tratler 1 22.0 22.0 22.0 90
Nrobrial ard road 10 Ia 5 €.0 5.0 20
Vema {7 10 kA 1.5 7.5 7.5 15.0 10
Wi Gicany 50 ka 2 1.0 1.0 2.0
G5.5 i2i.5 cC7.C
Nrooding Stockd/
50h.3 32.9 537.2 0
Incramontal , :
Worklng Cupii ¢ u:l;igégu..._..].?;..«ea _.}.(:2.2.. 25
Total 629.8 282.7 na.5

1/ For muiber see Annex X, Tuble 16,

2/ wrking capital is defined.as 1002 of staer. wuzchase anc. 50% of operating costes

Yoar Trar
1 2
100¢ Stoxr purshace - 171.6
503 Oporating. couts L0.0 4S.7
Lo.0 138.3
Inoremental working owpitsl L0.0 128.3
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Bedfors 954 -
Bottera M4-3
Steors 954
Stoers 243
Sheere 34-48
Steans 4040
Perehased Siones

Subetotal

Totel fales

2BAIa onm
Lisa.con

Selaxies

Opardting sxponscs
Rapates

Ottiee

..f,".-“
JAAJAMA coaTy

‘Antmal Bagtend/ v
Selitag Rxpevess

Steeh iauhuu
Total Coats

SR NVEY AN 8- T L BTN
" AlA24.0 2740100 Deneneas P leatisng Table 18
I 1 } | [} 1 1 =
7,39 n 39 74,399 7,359
a0 Shil o PRt du3 xi 4330
L) 0,019 n, "0 1,100 1”10 1,100
) N | 5,102 0,30 n, 27,003 27,028
. 4,000 e 0 ° ] 0
14,007 [ ) [ [} [ ] 0 0
348 . [} 0 0 [} .0 [
o 29,004 “.an 13,151 0,430 113,001 123,19
®,170 v ] ° ° e 0
2 A I 2.2 AP X1 10408 '
443,807 “,m 139,108 123,038 104,688 139,359 150,824
194,004 102,302 310,474 . 308,140 o3, M 238,400 119,933
39,300 41,%80 41,300 41,900 41,300 41,32 41,300
13,000 1300 14,300 14,300 4,300 14,200 14,500
6,000 12,000 12,000 2, 13,000 12,¢3) 12,620
1,000 1,000 3,000 2,000 2,000 2,000 2,600
2 [ '} [ [ 2000
61,300 49,000 69,000 69,000 69,000 ”,000 69,000
17,170 12,600 22,860 'n,uo 12,680 21,571 12,57
R A D 2 0 1,133 2,028 100 1,919
10,782 2,470 3,708 24,7193 8,003 3,517 34,407
9 N . 318,379 a0 F XL 12,273 12,00
90,002 34,801 200,784 162,912 123,147 13,07 106,937

{ Aatasl Sealth seats have besa
! Golling ouponces ore ¢

0 Ash §

ntted
v haad,

L S

uldlﬁn.l-lnu.
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TOCK DZTZIOP: PR
Nedel - Covzerciel Rench - 3,400 ha

Irexe -~ntal Cr~h Floy
Tk -

Toar 1 2 3 4 5 [ z [ ] S i a

fouyes of Yeoly v
Sales - 14,8 102.5 30.5 - 302.1 26:.8. 285 9.9 WY W s g
lovg-term loe- ., 503.3 226.2 - - - - R . - - ‘- -
Exscher !nut—t -’ 126.0 _56.5 = - - = - = = -

Total Sources 825.6 255.2 310.5 302.1 265.8 235 9.8 223.9 - X B 2299 9.9
228 of Pordy .
JAarating Costs 20.1 214.9 209.8 162.5 122.1 137.0 107.0 107.0 107.0 107.0 1:.¢
fixed Iavestzent . 85.5 121.5 T - - - - - - - - -
ITezlli 3 Stoex 504.3 - 32.9 - - - - . - - - - -
oca Interess?/ £0.3 58.4 $8.4 - - - - - - - -
‘oem drmgryt - - - 160.2 140.2 140.2 140.2 140.2 1402 0.2 .

Total Tses 710.2 £27.7 263.2 302.7 262.3 27.2 %12 w22 a2 #.2 . 107.0
‘=mal Cesh Sarplos/(Defictt) s @) 42.3 (-6) 3.5) (38.7) a7.3) ar.3) 7.3 az7.’) 22,9
Xraletive Cesh Surplas/ (Doficit) 116.4 . 7.9 115.2 113.6 - 17.1 78.4 61.1 4.8 2.5 %2  1m

/ Rarzher tnvestaent rapracents 201 of fawcatzent cost (Annex X Table 17
'/ . Imtcrest st 8L per £rriw on outsterding bslence of lozn.
/ Aamaicy for 7 years st £1. . )

il &, 1973

- 0T otTauy,



AID-DLC/P-2024
April 1974

ANNEX XI
Page 1 of 2

GROUP RANCHING 1/

1, Land Adjudication

Under Kenya's land adjudication program, tribal lands
presently held in trust as "trust lands" by the County Councils
arc being converted through a survey and review process from common
property into private property to be held by individuals or groups,
All members of a tribe possessing traditional claims are able to own
land, During the periocd 1970 - 1974, a total of ahout 5,105,000
hectacres will have been adjudicated, This represents about 10 per
cent of the total rangeland area of Kenya and includes 100 percent
of the Masal districts of Narok and Kajiado (about 4,079,000 hectacres),

The program is designed to maximize the economic potential
of pastoral rangelands by bringing them into commercial production and
to halt the rangeland deterioration now taking place under common
property ownership, Accompanying the adjudicetion program is legis-
lation which enubles a group to organize into a corporate body possessing
the legal powers to accept loans and conduct a business.enterprise, The
process of organization consists of electing a slate of group
representatives (not less than three or more than ten), adopting a
constitution and electing a group committee, The group commiitee is the
functioning managerial body for the group and as such has responsibility
for encouraging good technical and commercial practices, securing credit
and managing funds Cor the benefit of members. The comnittee may also
purchase or sell stock or other assets on behalf of members, may impose
charges for services performed, and is the decision-making authority
regarding the rights and obligations of any person in matters relating
to use of group assets, including land, :

Although land is held in common by all members of ihe group,
certain property rights, such as residence rights are given to eacnh
member of the.group while others such as the rights to water, grazing
and tilling are retained by the group committee, Rights to sale of-
property can only be exercised by the group representatives with government
approval, = ' '

l/ Source: "lome Tssues in the Evolution Organization and
Operation -of (roup Ranches in Kenya" by Robert K, David,
Reprint No, 95, land Tenure Center, University of Wisconsin,



Aside Crom the advantage of nllocating land ih economic
units without creating a landless class, the prcup ranch undoubtedly
provides a means for capturing economies of scale in the provision
. of water, purchase and sale of livestock and in grazing and health
practices, : _

2, Economics for Allocating Grazing Quot..s

Although the land has value for residence and tillage, its
chief economic product is grazing. The group Committee will have two
functions with regard to grazing rights. One will be to enforce the
carrying capacities for the ranch which have been agreed upon in
consultation with the District Range Officer. The second will be o
set up a mechanism for allocating grazing rights to individual members
of the group, To the extent the government is successful in
petting the groups to accept and enforce limits on cattle numbers,
1t will have achieved a long standing aim of range management policy,
Fxcessive numbers of cattle relative to carrying capacities of grazing
areas is a problem created by traditional policies of having large
1ndividual herds, Added to this is the common property character of
the rangeland which gave no individual an incentive to concerve on the
use of the rangeland, Assigning individual rights to specific group
ranch properties should give the group, but not the individual, an
Incentive to find the optimum conservation policy for its ranch land,

3. Precedents for Group Ranching

Group farming is found in suger and cotton production in
western Kenya vhere it has arisen spontaneously as a matter of self
help, In the northern plains of the US grazing associationslease land
which is placed under group management, The associations pay leasing
charges, collect grazing fees and other assessments to cover expenses
and distribute any profits among members, o

The Israeli kwutzas and Tanzania's ujaama villages provide
the best known examples of cooperative farming for comparison with
group ranches, Pragmatic considerations of scale economies and financial
advantages of bigness provide an economic rationale for these examples
of cooperative farming, Group ranching, however, had developed without
any of the ideological accompaniment of these more famous examples of
cooperation and one may reasonably conclude & pragmatic rather ideological
golution to the complex set of issues which have existed in Masailund
for a long time, :



-NORTHEAST PROJECT
TABIE 1

iYear

CAPITAL COSTS DEVELOPMENT COSTS

Water.

RMD

1
2
3
4
5

412,930 180,100
984,710 237,300
90,000 134,500

90,000

4,400

ECONOMIC ANALYSIS

ANNEX XIT
Page 1 of 6

PROTECT COSTS BY YEAR (DOTJARS)

Water

663,400
1,028,200
1,069,600

989,900

Viater

 RECURREMT COSTS

RJ" iﬂ) ’

126,800

152,800

179, 800

200,200

107,400
117,200
119,000
119,000
115,700

115,700

138,250

223,150
253,850
284,25

244,,600
244,600

244,600

AT/ =203
April 197k

TOTAI
COSTS

1,521,44C
2,026,160
1,727,759
1,509,050
352,0C0
361,800
63,000
303,000
360, 300

360,300



NORTHEAST PROJECT ANNEX XIT

TABLE 2
ECONOMIC ANALYSIS
PHOJECT BENEFITS BY YRAR ( DOLLARS)
- Ineremental Value of o

Year Offtake l/ Inoremental Salvage Values  Totel Nenefiis
—_— . (Head) Of f'take _;af ' : :

1 1,900 153,304 - 153,304

2 7,945 640,993 - -

3 1,870 252,514 - -

4 5,990 262,939 - o

5 8,625 441,796 ~ 300,000 741,796

6 12,105 . 668,561 - 668, 501

7 11,115 613,672 - S

8 15,085 879,779 - -
-9 . 14,820 858,281 - -
10 16,490 . 973,325 - -
11 - ' 1,096,982 - -
12 - 1,208,639 - -
13 - 1,326,297 - Z
14 - 1,443,954 - -
15 ‘e 01,561,612 - -
16 - 1,679,269 - -

17 - 1,796,926 - -

18 - 1,914,584 - -
19 - 2,032,241 - : -
20 33,190 2,149,899 11,695,598 13,845,497
1/ Based on the Blological Herd Model prepared by Frank Ambercromble, AID,

using the following coefficients: calving rate increases from 607 to 7055
by year 5; cull mortality decreases from 305 to 15%; heifer's first. calfl.
from 4 - 5 years to 3 - 4 years; replacement heifers 95%; replacement
bulls 25%, These coefficients yicld an average annual herd grovth of 2%
with offtnke increasing from 11,57 before the project to 167 in year 20,

Based on the following prices (K, Shgs per head): cull cows - 452; cull
heifers 2-3 years - 427; cull heifers 3-4 ycars = 439; cull bulls - 599;.
nteers 2.3 years 505; steers 3-4 years - 599; steers over 5 yvors - 665,

Salvage values as follows: 300,000 for equipment in year 5; 2,328,570
for structures (reservoirs and boreholes); $8,867,028 for incremental
cattle (139,902 at K, Shgs 450 per head) at end of year 20, .
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HET
COSTE

1,521,480

2,626,16C
1,727,750
1,569,052
352,000
361,800
363, €0
363,600
360,300

85‘ 12:.4

‘- or-) DISCOUNT DISCOUNTED  DISCOMR DISCOUNTED

SITTERENCE  FACTOR DIFFERENCE FACTCR  DIFFERENCE
- 1,674,784 .926 - 1,550,343 .593 - 1,495,582
- 1,985,1€7 .857 ~ 1,701,288 TI7 -1,582,178
- 1,98GC,2€6, A = 1,572,529 712 - 1,409,947
- 1,3%€,111 735 - 959,991 636 - 830,686
- 383,79 .681 + 265,451 561 + 221,014
308, 7€1 .630 193,259 507 155,528
- 250,072 .58, 146,042 452 113,032
51€,179 540 278,236 402 208,536
498,031 .500 249,040 .361 179,807
£13,025 LE3 283,830 ©.322 197,39,
730,682 429 313,462 257 20y,706
848,339 397 336,790 .257 218,023
965,997 368 355,486 229 221,213
1,083,654 341 369,52¢ .205 222,149
1,201,312 .315 378,413 .183 219,840
1,318,969 .292 335,132 163 214,922
1,436,626 270 387,689 1146 209,747
1,554,284 .250 -38%,57 1320 © 202,057
1,671,941 .232 387,890 116 193,945
13,485,197 .215 2,899,317 104 1,402,460
v 1,334,382 - 928,950

2,762,283 » 4 [percentage pointe between 127 and 8%) = 690,833

INTZRNAL PATE OF RETURN ANALYSIS

10,86
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SENSITIVITY ANALYSIS 1

: 8% . ' 6%
Het ( +or -) Discount Discounted Discount
Year Benefits Net Costs Difference Factor Difference Factor
1 -168,634 1,673,628 -1,842,262 926 21,705,935 943 -1,737,253
2 +576,894 2,888,736 -2,311,882 .857  -1,981,283 .889  .2,055,263
3 -277,765 1,900,525 = -2,178,290 94 - 1,729,562 .83  -1,827,585
T4 +236,645 1,725,955 -1,489,310 735 -1,094,643 729 -1,179,53
5 667,616 387,700 + 280;416 .681 190,963 47+ 209,471
€ 601,705 ' 397,980 203,725 .630 128,347 704 143,422
7 552,305 399,960 152,345 .584, 88,969 665 101,309
g 791,801 399,960 391,841 .540 211,594 627 245,684
9 772,543 396,330 376,213 .500 188,107 = .591 222,342
10 875,993 ' - 479,663 463 222,084 .558 267,652
11 981,884 - . 585,554 429 251,203 .526 308,001
12 1,087,775 - - 691,445 .397 274,504 496 342,957
13 1,193,667 - ' 797,337 1,368 293,420 468 373,154
1 1,299,559 - 903,229 341 12,001 4h2 392,227
i5 1,405,451 : - 1,009,121 1,315 317,873 417 420,802
.16 1,511,342 - . i,115,012 .292 325,584 .393 43€,200
17 1,617,233 - - ©1,220903 ~.270 329,644 371 471,5C3
1e ' 1,723,126 - 1,326,796 .250 331,699 .350 464,379
13 : 1,629,017 - 1,432,687 232 332,383 .330 472,787
20 , 12,460,247 396,330 12,064,617 215 . 2,593,893 11 3,751,0%€
‘ ' | : ' - 123,155 -+ 1,833,454
Zcstis inereased 10 percent, Puenefitc decreased 10 percent,

Yet lpread:; 123,155 + 1,833,454 = 1,%5(,600 - 2 {percentege points between & % 8%) = 278,304

Interpolation: 1,R333,454 - 27E,304 = 1,57 1.0 = 7,80 = IRR

IIX xeuuy



NORTHEAST PROJECT

TABLE 3b, SENSITIVITY ANALYSIS II - BENEFITS INCREASED 108

NET NET (+ or -) 12% DISCOUNTED 19% DISCOUNTED
- YEAR BENEFITS COSTS DIFFER=ENCE DISCOUNT DIFFERENCE DISCOUNT DIFFERENCE
- FACTOR Q 12% FACTOR @ }z
-1 - 137:974 1: 521:1;80 - 13659:974 -893 - l: 482:357 ~847 - 13%:”7
2 + 705: (82 2: 626: 160 - l: 921: %8 -797 - 1 531 091 -718 1: 379-326
> - 227,263 1,727,750 . - 1,955,013 .72 --1,391,969 .609 1,190,602
L + 289,233 1,569,050 - 1,279,817 636 - - 4813 964 .516 660, 385
5 - 815,976 352,000 + 463,976 .567 + 263,074 437 202, 757
6 735,417 361,800 373,617 507 189, 424 370 138,238
T 675,039 636,600 311,439 452 140,770 314 97,791
8 967,757 363,600 604,157 4ol 244,079 .266 160,705
9 944,219 : 583,919 .361 210,795 225 131,781
10 1,070,657 : 710,357 S D22 228,735 -191 135,678
11 - 1,200,080 ! 839,780 .287 241,017 .162 136,044
12 1,329,503 H 969,203 257 249,085 137 132,780
13 1,458,927 : 1,098,627 .229 251,586, .116 127,440
14 1,588,349 : 1,228,049 .205 251,750 .099 121,576
15 1,717, T3 : 1,357,473 .183 248,418 .084 114,027
16 1,847,196 ' 1,486,896 .163 242,364 .07l - 105,569
17 1,976,619 ' 1,616,319 146 235,983 .060 96,979
18 2,106,042 e 1,745,742 .130 226,946 .051 89,032
190 . 2,235,465 : ! 1,875,165 116 217,519 043 80,632
20 v 15. 230, 047 360, 300 14,869,747 .104 1,546,454 L0357 550,180
, + 268,61 T - 2,215,101
" Net Spread: '2,215,101 + 286,618 =.2,483,719 :+ 6 (percentage pts between 12% and 18% = 413,953
Interpolation: 268,618 ; 413,953 = .65 + 12% = 12.65% = IRR
- April 10, 1974
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ANNEX XII

Table 4

AN

AN

¥

1. INCOME DISTRIBUTION EFFECT OF RANGE DEVELOPMENT IN NORTHEAST

Inoremenf 1 Populatigy Incfemental

Year Inco Affected Income/CapiLalﬁ/ '
: 000
5 441.8 46,813 9
10 973.3 51,685 ' 19
15 1,561.6 57,065 27
20 - 2,149.9 63,004 - ’ 34

From Table 2, Anncx XII (Value of Incremental Offtake Only)
Assumes beginning population In benefitted area of 42,400 growing at 2% p.
Per capita income before project ls assumed to be $45,

2. INCOME DISTRIBUTION EFFECT OF RANCH DEVELOPMENTL/

Incremental Populatlgy Incremetital 3/
Yoar Income Affected Income/Capita/Annum>
1 965 10,000 . 96
2 2,090 23,000 91
3 3,908 35,000 110
4 5,707 51,000 111
5

7,189 52,000 ' 139

‘Source: IBRD Appraisal Report : .

Assumes all ranches in by year 5. ©0 group ranches with an average
of 70 familles per ranch or 4,200 ‘amilies or 21,000 persons;

21 company and co-dp ranches wlth an average of 50 ‘familles per
ranch or 1,050 famtlle:s or 5,250 persons; 100 commercial ranches
with an avernge of' %0 amlilles per ranch or 5,000 familles or
25,000 persons, Tolal population affected: 10,250 families

or 51,250 pergons. 4 .

Per capita tncome bolore projecl Is agsumed Lo be P56,
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Annex AIII
Page 1 of 1

USAID TECHNICAI ASGISTANCE

Kenya ILivestock Development I'roject

The National Range and Ranch Pevelopment (NRRO) Project,
provides three teams of Range/Ranch Planners, a Ground VWater Specialist
and two Livestock Economists to the Ministry of Agriculture,

Two teams of planners consisting of a Range Planner and an
Agriculture Engineer work with RMD and VWD officers to prepare detailed
plans for the development and management of group, company and
cooperative ranches as proposed under the Iivestock levelopment !'roject,
This planning includes locations and types of structures required for
water, dips, firebreaks, housing, ete, numbers and types of livestock
to be utilized, systems of grezing and overall management, They also
prepare preliminary designs and cost estimates for water and building
ctructures and finance projects for each ranch unit, ~

One range planning team will work in the northeast proviuce
developmenl. bloek, This team also 1s made up of one Range Planner and
ono Agriculture Fnpineor, This team, with counterparts, evaluates
range areas and then plans the systematic development of manogeable
grazing blocks with infrastructure development of water resources and
roads, In addition to preparing managements plans for the blocks
implementation, they also design and supervise most of the actual
construction of facilities, At the seme time training for management
of the developed areas is carried out for Junior range management staftf
administrative officials and pastoralists in the area,

The Ground Water Specialist (hydrogeologist) serves the
three planning teems discussed above in matters of development of
ground water, This includes ground water surveys, site locations, designs
and cost estimates for development of facilities and quality and quantity
testing of water from facilities developed,

One lilvestock economist is the deputy to the I'rojec: Coordinator
whone responsibilities and duties are described elsewhere in this report,
In the ponition of deputy Coordinator his duties include & conciderable
amount of finaneinl analysis and projections in addition to assisting -
with other duties doseribed,

The' remaining livestock Economist is the principal economist
for carrying out studies and developing plans for the 1livestock development
" in the Economic Planning Mivision of the Ministry of Agriculture, This
includes all phases of the 1ivestock Industry in Kenya, . It 1s on the
basie of these studies and planning that thedivision recommends actions
- to be taken to the Minlstry of Agriculture,
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IDA CONDITIONS AND RECOMMENDATIONS

During negotiations, assurances were obtainedifrom the Government

(a)

(b)

(o)

()

(e)

(£)

(g)

Present FMD regulations would permit or be modified
to permit the movement of health cattle from the
feedlots by truck to the Athi River plant, provided
that cattle were from ranches without clinically
infected animals and that vaccination and quarantine
procedures were properly implemented and supervised

Prior to any investment in water supplies in either
Ambosell or Masai Mara Park, a negotiated agreement
would be reached between the Masai cattle owners
and Government on the exclusion of livestock from
game reserves or parks supported under the Project

and the payment scheme for permitting wildlife or

ranch land

Terms of reference for carrying out the census and
monitoring would be prepared in consultation with
IDA

Within one year of credit signing consultants would
be employed to carry out a meat processing feasibi-~
lity study whose qualififcations, experience, terms
and conditions of employment would be accepted to
IDA

Draft tender documents for all contracts expected to
exceed US $30,000 would be submitted to IDA for
approval before invitations are issued, A board
range of 1tems of less than US $30,000 would be
purchased locally or, where appropriate would
follow Government procurement procedures, Iive-
stock for the Project would be procured locally

The Livestock Marketing Division would set up a
satisfactory accounting system under an experienced
accountant who would establish financial procedures
and introduce cost accounting and control systems

AFC and IMD would have their sccounts audited by
independent auditors acceptable to IDA and that
accounts and auditors' reports would be sent to
IDA no later than six months after the end of
their financial years



(h) 1MD would zharge fees which ensure [inancial
viabillity

(1) During negotiations un assurance would be obtained
that a technical assistance contract would be
executed during the loan perliod between KilC and an
international meat processing company, the terms
and conditions of the contract and the suitability
and experience of the processing company subJect
to IDA's approval

(J) TPuture appointments to Head of AFC Ranch Section,
Head of Livestock and Range Management .Divisions
and Head of Range Water Division would be made in
consultation with IDA

(k) Price controls on all grades of meat would be
phased out over three years following a plan
acceptable to IDA

(1) A greding end pricing structure relating live
welight to carcass value and providing adequate
incentives to procedures would be established
in consultation with IDA within one year of the
signing of the credit, and

(m) An agreed staffing plan acceptable to IDA for
technical and managerial staff setting out the main
‘duties and responsibilities of the proposed posts,
and the type, qualiflcations and experience of the
staff to be recruited and the proposed dates of
appointments would be carried out,

It would be a condition of the Board presentation that the
Government would establish a Project Co-ordination Unit with appropriate
supporting services and would employ a Project Director, and Assistant
Project Director whose qualifications, experience and terms and-
conditions of employment would be acceptable to IDA,

Conditions of credit effectiveness would be:

(a) Subsidiary loan agreements acceptable to IDA would
be executed between the Government and AFC

(b) All other financing arrangements under the financing
plan had been made effective,

Subject to the above assurances and conditions, the Project would
be suitable for an IDA oredit of US $21,5 million,
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DEPARTMENT OF STATE mu‘ ¢ v

AGENCY FOR INTERMATIONAL DEVELOPMENT
WASHINGTON. D.C. 2052)

A.I.D. Ioan No.:
Capital Assiscance Paper No.:
Project No.:

" CAPTTAL ASSISTANCE LOAN ADTHORT ZATION

Provided from: Development Loan Funds
Kenya: Livestock Development

Piranant tn the authority vested in the Administrator of tha Jgency
far International Development (hereafter cailed "A.I.D.") by the
Foreign Assistance Act of 1961, as amended, and the delegations of
authority issued thercunder, I hereby authorize the establishment
of a loan pursuant to pPart I, Chapter 2, Title I, the Development
Iocan Fund, to the Covernmont of Kenya (Borrower) not to cxceed nine
million six hundred thousand United States dollars ($9,600,000) to
assist in financing the foreign exchange and local currency costs
of livestock, equipment, materials, construction services, technical

1. Interest Ratc and Terms of Repayment.’ Borrower shall
repay the loan to A.I.D. within forty (40) vears from
the date of the first disbursement under the loan,
including a grace period of not to exceed ten (10)
years. Borrower shall pay to A.I.D. interest on the
outstanding balance at a rate of two percent (2%) per
annum during the grace period and three percent (3%)
per annum thereafter. ‘ : :
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2, Currency of %t. Provision shall be made for

repayment o and payment of the interest
in United States dollars.

3. Othar Terms and Conditions.

(a) Goods and services financed by the loan shall
have their source and origin in those countries
included in Code 941 of the AID Geographic Code
Book and in Kenya.

(b)" The loan shall be subject to such other terms
and conditions as A.I.D. may deem advisable.

Assistant Administrator for Africa

Date
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