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KENYA PROJECT PAPER 

TITLE: Kenya. Agricultural Sector Loan I - $13.5 million. 

PART I - SUMMARY AND RECOMMENDATIONS 

A. Progr&m Cost and Terms 

The total amount of the proposed loan is $13.5 million. It is 
expected that $10.1 million will be disbursed for seasonal 
produc~ion credi~ within the first year after signing of the loan. 
The remAining $3.4 million reserved for less progressive, 3mal1-
farmer ?roduction and marketing programs will be disbursed over 
a three-year period from loan signing. 

The Bcrrnwer is the Government of Kenya, represented by the 
Mini.':itr~· of Finance and Planning. The probrams financed l;y the loan 
will be executed by the Ministries of Agriculture and of Cooperativ~ 
Developmenl, the Agriculture Finance Corporation, the CoopeLative 
Bank of Kenya, Ltd. ~nd the Kenya Farmers Association. 

As its contribution, the GOK will provide a minimum of K.Shs. 
32.13 miJlion (U.S. $4,500,000) through the Guaranteed Minimum Return 
program ~o finance wheat and maize production in 1975. 

B. Description and JJst1fication of the Progr~ 

1. Pr~ram Description 

Thjs proposed sector loan will provide funds through the GOK 
agriculture sector budget to finance the production of wheat, maize 
and certain cash crops in the 1~75-76 planting seasons and to initiate 
a number of experimental programs designed to test new approaches for 
providin5 less-progressive small farmers comprehensive production and 
marketing services over the period 1975-1978. 

The loan will be divided into three components. Under the 
first component (Part A), $6.7 million will be on-lent by the GOK to 
the Agricultural Finance Corporation (AFC) and the Kenya Farmers 
Association (KFA) to provide seasonal credit for wheat and maize 
production by large commercial farmers. These funds should be fully 
disbursed b)- July 1976. The second component (Part B) provides 

Project Development Team: Wi1liahl A. Sigler, Assistant Director, 
USAID/Kenya; Dr. Edward C. Fei, Economist, PPC; Edmond Hutchin­
son., Consultant, Sector Loan Specialist; Joyce P. Moock, 
C0asultant, Cultural Anthropologist; Marvin Miracle, Consultant, 
Agricultural Economist; Jack Frankel, Consultant, Agricultural 
P1ann@r. Assistance also provided by staff of USAID/K, 
REDDO and AFR/DS. 
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$3.4 !pillion to be on-lent by th<! GOK to the AFC, KFA and the 
Cooperati\-e Bank of Kenya for seasonal production loans to small 
~rLl\~r~!:loive farmers who for the most part have received credit in 
t he P;j~t from AFC, KFA, or the cooperatives system. Funds provided 
fl)r this s?gment will finance the production of maize, wheat, and 
other c~s~ rrops. This portion of the loan should be f~lly disbursed 
by Jul y : 976. Under the thIrd component of the loan (Part C), $3.4 
rr.i1li,I,1 .. :ill be made available for a new program designed to provide 
cOIIlfJrehL:11si-,'e produ~tion and marketing services to less-progressive 
~mall f~rmers who have potential but who have not previously 
signif iCil11tly benefited from services either from the GOK or private 
en tit i L':~ • 

In cruer to finance inputs required for the 1975 long-rains 
pl:lnt in): se.:lson, funds for Parts A and B of this loan were borrowed 
in February 1975 from the Central Bank by the Treasury and are being 
on-lent through the Cereals and Sugar Finance Corporation to partici­
patin~ ~gencies. The proceeds of the AID loan will be used to repay 
the bOi'rOlJings from tile Central Bank. As farmers repay their loans 
Lo the j~~ermediate credit institutions, these institutions will 
in [uln repay the Cereals and Sugar Finance Corporation which will 
deposit the funds in a special account. During the three-year 
disbursen!ent p~riod of the loan, these deposits will be jointly 
rcprograrruned by the GOK and A.I.D. for agricultural programs 
financed t'wough the GOK budget. In programming these funds, 
priority will be given to allocations to the program financed under 
Part C 0: the loan and other programs supporting smallholder 
agricu_1tur31 production. Funds for the Part C component of the 
loan will be disbursed to operating agencies over a three-year 
period to finance sub-projects in seven districts. Releases 
will be r.ILld~ in accordance with the requirements of these 
individuai district projects. Reflows from funds released for 
credit un~er the third program component will be deposited in a 
special acco~nt and will revolve in support of programs under this 
component. 

In bread outline, the third component of the program attempts 
to expand and upgrade the institutional capacity of GOK agencies and 
the cooperative movement to begin a program which effectively reaches 
potentially viable, less-progressive small farmers. The GOK has 
designated seven districts in which an intensive program will be 
mounted ovpr the period 1975-78 to reach the target group. Within 
these aredS, the Ministries of Agriculture and Cooperative Develop­
ment will plan and implement programs designed to provide comprehensive 
and integrnted production and marketing sC~Tices to a significant 
number of small farmers. Each program will include development of 
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packages for the various crops appropriate to thr' area (.'.t::. ~;<.'l'd:;, 
fertiiizl·r and pe"ticides), a :;-,ystpm for dpUv"'ri!:r, th',::~c [lc.:,!~i'iP:;'.'':; 
to points ea::ily d· ,"~;:;sible to farmers, pro';isioll ,-1' :J':''.·es:::~H'Y 

exton,,] elll :C;Pl"/i"e:~, produr' tio!1 ~relli t i:' rcquirf.',.l, mari«('tirli~ ::;eY'viccs, 
(e.p;. purdl:C :'; f' ,ut.put:=), and credit repayment arranl~'~"I' ." fo\nJs 
provi,j"l 1'. r' '::':':' .. 'I::rXll1e:1t will be r;k1!':1lCled thn'.;!:;!l t:,., ',OK tui/!:<2t 
an·j w~l: 1" :,,;":.·1 tu toth ('apital 3.nd :l[Jerati"i!, LU'~i'/·1;, l'r' tJ!l·.:( 
PY'I);';r·lr:.:.~. =n 'lJ liiion, $330,000 in fordr';!'l (;x.iurcg., wil~ I,.· U:';c'u 

to ['Y'(,,:1ll'C' :,.·.·il':i··iil 3ssistan:>e pcrsurUlcl 1'(,r protjrar:: l;:d!lnjnL~' rnana~e­

ITl<2Ilt an.j C'valuaLi,fj ~ll,d for participant training. 

2. Prograrr: Ju,;tification 

a. ReJatiol1ship of Inall to GOK AGricul~uraJ D,,'v(~lopmcnt 

Poli ci ('s 

Amc'!lC 'Jl( Gov0rnment's agricdtural dcvcloprlcnL p·:li·:ies 
outlin(·d in the' 1074-78 Development Plan, Iwo arc irnnlPcU::.l1c-ly pCl·Lin·crn:. 
to the proposf;·i :3ecLor loan: achieve:rlC'nt or a 6.2 pr'r.;r.·!li t.[lri",·~·t j'Zl':c; 

o!' crowth:,:' I::al'kpted production tllrOUQl int:.en:~ifie.l La ' I,1 1.1.· r, clId i~:.!)f'G',/r­

mcnt ill tLc: liL'tritrcltion of rural inrome by obL::lir,ifl[': '1 :'It~:iii'::l1J'" 

increa;;c jTlUj(~ pl'nportion of farmer" who obL:li!l Q '·:1~Jli.!.(·i'!:I(· ; 1·(.JrTI 

their .L~lfi 1. Tile Governmcnt':3 strateR;Y 1'.::1' r'f'2dunc iJlr"" I.itJ·l oLJlcr 

secL.1l' 1';oa1;3 stated ill the Plan is to inl'r'C'ase the ]''1tJ' nl' IJuh.ll,· 
expc:lii tUI'e: un progr'Qms aimed Clt helping lar~~(; ItWr;l)"l':: ':' L'arrnr:r:; I·) 
ill tel l!:',j : ·.'i pr'odu,· ti on. 

It, i;,; wl(~(,rt:lin how quickly this ;'1.1':11.('11;.1, wlli··il 1\J"1l:~": prirnr'iL,'1 
on :;I::allll(ddel':~ a:'· the vehicle for incr0asille': pr(J(lll"1 i, ':, ",H:!' ':';\1: iJ ill 
:~Ub::it:.31\tiaJ ISLd.n~:i in productlon. The GOK CarillO!., t:l"rr';" j", )',,'( . ,Lel,Y 
onSlcll a ;.;trCltegy (or the short ten:]. Thi~~ i" (;r)lI::;i:;";llL wit.!; '.I,,: ',ricw 
of \';orl,l 11'1nl\ ,,\;a1'f who point out that tUlle,,;s prorill··tirj'l caJI lJr: i:J'rcasc<l, 
develop~0nt of the sm~ll-farmer sub~ect0r will sufler br:cau:c;r neces~ary 

rC:;DUl'·'';.C:; \'Jill !lut be available. Rccor;nizing tiu;j i'ai~t, J!ld in tLc face 
o~' .;cri,C'w; ~;llort-term economic problems, the Gov(;r!nlent :~tdt<·j i', it::; 

Sossional Paper No.1 of 1974 that greator priori ty wouiJ 1.av·.· :'0 'L:C 

e';ive!! to projecLs aimE,:d at achieving higher :11!'.riculLural l)rc.ju~·~i::::,. 

In ,·rC·'L't, wILile maintaining its commi tmcn t to de'velcpl:.cn I, of ":11C' :,:m(~:"'l­

I':1 n:,E:.' r' sub:oector, the Government placed morc Citrcss en ir:crcasinr; 
pro<ll:';jon by all (~lasses of farmers in order to mccL ,j,)rT!0.'<ic ::'ovl 
ne(',.I", reduce .i:'ood imports and, if possible, increa::;e ~'~pcr;:'8r~lr:' 

,.,urplu::e::;. rphis strategy was reaffirmed in:.Jlc G')v'"rrJrnr);Jt~':2 ·'::>;;c;~i0r.:.:l 
Paper No. 4 of 1975 on Economic Prospects and Policic:j" t''Olf;a:;F,d 'Xl 
May 2, 1975. The proposed sector loan reflects tLe~e dual :c.;tra i/" y 
objectives by providing an injection of ercrli' Curd:: tr.! mc(~t 

increased production costs of established lar[,;e [lid r,ro,,;r,;:::,l'/c 
small producers to enable them to intensify land u:.;e and rrl'3.ir, tain or 
increase production. At the same time, it ini tiates a new program 
designed to bring less-progressive small far.ners into the monr:; tary 
economy. 

http:essior.ai


- 4-

Pr<'!ssures arising f r om ctramatlc incr eases 1n i mport pricen (56 
percent in 1974) and the much lower rate of increase 1n cxp,,-'rl. pl'1t'\'~: 
(42 per cent 1n 1974) are placing severe i mitati ons on tile (]OIi. I ~; 
ablU""'ty to finance its balance of payments defier ts in the IIt'X t. fl'w 

years . In respor.se to these pressures, the Government i:.. nnw l'l'vl :Jine 
the current flve- $'ear development plan. Although few details or !..he 
revi slo~ have been made publi c 85 yet, i ts basic )?rust will be to 
substlntially increase budgets for productive sec~rs of the economy, 
particula~ly agriculture, with commensurate reductions 1n less-productive 
s CtOJ'5 . RevisE'd budget figures provided 1n Sessional Paper N? 5 show 
Minis L.ry of Agri culture development expenditures for the years FY 1975-
78 w11r.- l!~rease f'ro!:l the original figure of *" 59.0 million to b 98 .4 
m111ion ~ an increase of 66.8 percent. At the revised level ~ the 
Ministry will receive 21. 6 percent of the total development budget 
over the f our- year period. The bulk of these increases wi ll be for ,crop 
development and credit programs. While nn details are yet avai lable 
ae to how Jhese budget increases will be allocated among the large and 
small- fBi'mer s Ub- sectors , it is known that the increases plaruled will 
be fur,ded l argely by external denors , most of wtlOm are attempting to 
target the pI'eponderance of their resour ces on small farmer programs. 

In r~sponse to the GOK ' s increased emphasis on production and 
small - farner development, the Kenya DAP anticipates a series of agri ­
culture ~ector loans during the 1974- 78 Development Plan period . These 
loans wil l focus primarily on support for OaK efforts to improve the 
lot of the smallholder . This first sector. loan will provide the basis 
for rutu~ such loans which may include funding for expansi on of the 
experim~nta l s mall- farmer projects begun under this loan as well as 
other elements of the Government ' s development budget for the agri -
cultural sector such as marketing~ storage, transport and training 
facili t ies 

b. Relationship of Loan to Kenya DAP 

The Kenya Development Assistance Plan calls for continued 
A.I .D. involvement in the agricultural sector as its principal area of 
conccn"tra tion. The DAP proposes that A.I. D. expand its relatively 
narrow focu ~ on l ivestock development to one of increasi ng incomes of 
smallholder s , thereby l'eflecting GOK long-run priori ties and goals , 
t he role agriculture Rnd smallholders must play in the economy, and 
the need f ot' particular attention to the s ector if the Government is 
to reach the equity goals stated i n its existing Devel opment Plan . 

The major long- term constra1nts facing Kenya agriculture identifi ed 
by the DAP Are: 1) an unfavorable pri cing situati on; 2) the inabi11ty 
of the sector to absorb resour ces due to defi ci enci es 1n project planning, 

• 
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design and implementation ability; 3) poor organization or coordina­
tion am~ng the various inst! tut16ns serving the sector; 4) the 
pauci r.y o f evallable technical Il1formatlon from many cropn arid :U'l 'S:; , 

part1 \.'u.larly among smallholders; 5) Ineffecti ve del! very I3crviccs 
f or ex' .. enslon , product inputs , rketing and credit; and 6) quantitative 
and quaJltative shorta es of trained manpower . 

Wi th the exception of the pricing problem, the proposed sector 
loan begins to ad~SS these constraints, particularly as they affect 
the s ma ll farmer. At the same time, the l oan also recognizes the 
need to address Kenya's s~rt-term production problem which, if not 
deal t wl tn , will seriousl y impede the Oovenlment's ability to success-
f ully cor.front s ectoral constraints t o small-fanner development. In 
developing the loan l t he Government has ellgaged in a major planning 
exer cise requiring t he careful coordination of the various agencies 
servicing the sector in order to ensure the quick and efficient use of 
credi t fl.mds made available to -the loan. 'lb1s effort, together wi th 
i ncreas eU oredit supply and prices should ensure maintenance of production I 
of basic grains . 

Ovel' the longer term, the loan offers a new program designed to I 
provide SC'l'vi ces to small , les s-progressive farmers which focuses 
directly on t he s ectoral constraints listed above . I t designs an 
ac tion profI'am to fund and provide comprehensive and integrated systems 
of produc·c.i on and marke ting s ervices to signIficant numbers of less-
pr ogress i ve s mal l farme~~. It provides for training and assignment of 
quali flect persormel within the Ministry of Agriculture and the Ministry 
of CoopeI'atl ve Development as well a s at participating cooperative 
unions and Focieties, to ensure that implementation is carried out in 
a timely and effici ent marmer. It car efully times and coordinates the 
a ctivi ties of these rttnistries as well as those of participating coop-
erative unions and societies . I t develops tec~~cal production packages 
and educates farmers in their use . 'lbese 11m1 ted programs will assist 
the GOK in devising new and effective ways ~p eliminate long-term 
constraints to small- f armer development ana will provide models for 
add! tional. lJrograms to expand services to less-progressive small 
f;). r mers in order to integrate them into the monel(.ary sector. 

The j)ropO,sed loan is thus an in! tial step toward developing 
act1vi ti~s responsive to the general problem or increased equity for 
the smal l f armer and the specific bottlenecks identifi ed 1n the nAP. 
At the samp. time, it responds to the GOK's short-term production and 

1:1 Wi t1 ~ regard to the price problem, in January 1975 the OOK took 
steps to raj se basic grain prices and thereby eliminate subsidj,es to 
urban conSlUnet's and approximate world market prices. The producer price 
of whea t was raised f rom If.Shs. 1,000 ($140.05) per metric ton to K;Shs . 
1, 11J ($155.60) . The prioe of maize was raised from K.Shs. 555/55 ($77.80) 
por metri.' ton to K.Shs . 722/21 ($101.15). 
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domes ti c: r esource avallab111 ty problems . Over the lor,ger term~ 1 t 
will sUl,port GOK proposals for n ew rela tionships and operations of 
key GOK agencies engaged 1n Sh:.311- farmer programs. 

c . Rationale for Sector Lending 

A number cf considerati ons lead to the conclusion that 
assistance should be provided 1n the form of a sector loan. First. 
the program supported by the loan 1s directed at pr oblems whi ch cu t 
ac:o!'css th{: whole sector, including needs for production increases 
arising from balance of payments and domestic consumption requirements 
and ne for a ction to improve the welfare of small farmers. It is 
th\15 an ferall sector program which include.;;; several component's and 
different types of activities Carried on by different organizations 
and in rlif ferent geographi cal areas . Fur~1er, loan funds are to be 
used to assist in financing specified areas of the OOK agri cultural 
budget rather than for the purchase of specified goods ~~d services. 

A basic purpose of the loan as a whole is to provide a means for 
influe~cir,g the GOK to give practical and operational expression to 
genera l policies fo r improving 'the posi tion of small famers which 
have been enunciated but which have not yet been implemented. This 
includes influencing adoption of a broadened definition of small farmers 
3 0 as to i nclude farmers not now being covered by input and cred! t 
systems , the establishment of mealls of integrated input delivery and 
output purcliase systems , the estal:iishment of necessary admini strative 
and coordinating mechanisms. and the making of speci£ic budgetary 
provisi0n for programs to provide services to small f armers oovered 
by t he expanded definition. 

The l oan is further des1gn~ to support changes 1n ezistina 
policies and practices which ten~ to limi t small farmer access to i n­
puts and mar kets . These include farm and loan size, security and 
other eligl.tO.i ty requirements for cred! tj risks to be assumed by 
agenci es providing inputsj output services to be providedj and loca­
tions at Nh.:..ch input deliveries and output "purchases are to be made . 
It is thu::: expected t o provide a basis for policies, program content, 
and adndnistrative arrangements with respect to follow- on and expanded 
programs for improving the welfare of small farmers who are not 
covered hy exis ting systems f or provision of services. 

Finally, the program involves a large elem~t of experimentation 
wi th program con~ent and method of administration which requires the 
ability to n~ke changes in activities, areas and administration . The 
requir.;!d flexibi lity to make in- course changes as significant as.,may 
be required under the program would be very difficult to acomplish 
under, and. \'Iould not be appropriate to , a proJ ect l oan . 

• 

http:producti.on


• 

-7-

PAlU II - T!iE PROGRAM 

ii:! s t Ory and Development of Proposal 

In Sep t ember 1974, the OOK submitted a loan appli cation to 
A.I .D. r eques ting $13.5 milli on for short-term seasonal credit to 
f i nance t he pr oduction of wheat and maize for the 1975 long-rains planting 
s eason rJeglnn1ng 1n February 1975. Because of rapid increases 1n the 
cost of imported inputs, the effect of the credit squeeze aDd 
continuing increases in domestic production costs, the Goyernmeot stated 
that tr£d1t1onal sources of seasonal credit would not be suffi cient to 
f inance planned acreages of wheat and maize . The government notc,d that 
lUlless producti on of t hese crops could be maintained or increased~, 'it 
\'IOuld ha \'e to i mport substantial quanti ti cs of wheat and continue r estrlc ':'·' 
tions on mai ze export s , thus exacerbating the country ' s a lready difficult 
foreign exchange position. 

In respondi ng t o the GOK ' s request, A.I.D. stated that a minimum of 
50 percent of the l oan should be r.!served for the small-farmer subBector 
and that careful consideration shoul d be glven not only to credit 
reqUi rements but t o all constraints that could inhibit production by 
small fanner s . In 9.nalyzing these constraints, it was decided that 
one quartf'l' of the l oan should be used to in! t i ate a program which 
could uf .. -"~ctivel:t r each less-progressive small farmer s who previou..,ly 
not s i gnificantly benefited from producti on and marketing services 
offered b~r Governmen t or private organizations. With this element, 
t he proposed program both assists the Government in meeting i ts short-
t erm procl.uction goals through an inj ection of funds to increase 
the supply of seasor.al cred1 t and also ini tiates a modes t new program 
1..0 provi dl:! e t otal range of production and marketing services to less­
progressive small farmers. It thereby responds to OOK and A.LD. 
equity concerns and helps lay the bas e for th~ Government's long-term 
goa l of incr ea s i ng national produc tion through devel opment of the small­
f armer subs~~tor . 

TIle l~an has been discussed wi t h the Ambassador and other interested 
members of the Country Team and they have approved this approach. 

2. P~esent Si tuation 

!n the past year, the GOK has placed a high priority on increas­
ing agricul t\:.I'al production to provide food and raw ma terials for 
domestio c0nsumption and exports, ~1US increasing foreign exchange 
availabili~y . Imports in 1973 of food, live animals, vegetable 011s 
and animal oils and fats amounted to nine percent of total impor-€s and 
were valued a:' over $52 million. Wheat, sugar and animal and v~ge1tal>le 
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0115 and fats accounted for about 80 percent of food imports. Poten- • 
tially, nruch of this food could have been produced 1n Kenya. Agricul-
t ural e>..ports 1n 1973 amounted to nearly 60 percent of total exports . 
G1 ven t he continuing rapid rise 1n the value of imports, without 
growth in agricul tural exports and in agricultural import substitutes, 
tile Kenyan balanoe of payments position may continue to seriously 
dater iora t e 1n the next few years and thus lead to a significant 
s l owdown 1n OOK development efforts. 

I n ~.lght of t his 51 tuatton, 1 t 1s apparent that prodUction must 
be main~!~edJ and if possible , increased . In the short run, to 
aChieV(i t his objective" 1 t 1s necessary to undertake a program which 
;Jtl 1L~e'3 the established producers for whom existing l nsti tutional 
and dis t ritution capabilities already exis t . In t he long run , however , 
~ Ji lure to develop the capacity to tap the full potential of the 
esti mated 1.2 million smallholders in Kenya would be an inefficient 
use of r esources . 

Sttmula~ing l arge landholders t o produce an~or increase output 
should be fairly simple. Throughout the large farm grain production 
areas . input supply channels are already in place, as are marketing 
ou~lets . For input s, these areas are served primarily by the Kenya 
Far mers AJsociati on (KFA) , a cooperat ive or ganization of larger farmers 
(20 acres and above). KFA has a well-established network of distribution 
poi nts which market a full range of inputs . Oraln farmers receive good 
r esear ch ana extension support from the Ministry of Agriculture. Both 
KFA and t~le Agricultural Finance Corporation (AFt) provide seasonal 
pr oductio.1 cr edit to farmers. Machinery contractors who provide land 
preparati "",1 and harvesting services can at t his time meet t he require­
ments of fa:"I!Iers who require such serVices. Finally, both the Wheat 
Board and the Maize and Produce Boa operate an extensive netwarll; for 
the purcha~e of wheat , maize and other stapl e crops. In most of the 
large- farm pr oducti on areas, the KFA performs this function on behalf 
of the boards . Given the ext ensive infrastruc ture already in place, 
the l ar ge producers should r espond i f financing for their operations 
is availahle and if they are assured r emunerative prices for their 
outputs . 

For 5mallholders , however . the s ituation i s much more difficult. 
Fewel' than 200, 000 of t he 1.2 million smallholders in Kenya have a ccess 
to fonnal cr edi t wi t h whi ch to purchase inputs . The organization and 
cover age of input supply channel s i s uneven in small- fam areas. \'tr..11e 
nearly 500,000 smallholder s are affiliated with cooperatives, most of 
these cooperatives provide li t tle more than marketing services for 
expor t cr ops . The extension service , which employs over 6,300 people, 
concent rates on progressive f armers with over half of field visit~ 
made t o only ten percent of the farmers. (Based on Western Province 
research, ! t appears that at least half of the farmers do not see an 

http:a.....ic
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~·x t.(,II :.. tC'~1 agcnt on an Dnnual booic.) Further, zui tabItl to(;hnolo!T..l(!al 
pal:l<'llgC!l hove not been developed for :mwllholdcI' rood t'}J'Op pl'odu( ·I.!nll . 
Pl an:; ami pJ'ogr um!J to improve the ni tuation arc llwld.nK UUll Lo II 
ohortage o!' manpower wi th planning and management ukillc . 

~lUS J only a smal l proportion of the smallholders can be expected 
to quickly respond to additional production incentives such as increased 
credit availability or improved prices. Reaching the ma j ority will 
r equire .. mbstantial restructuri ng of the systems and organizations 
widell have responsibil1 ty for providing necessary inpu'ts and services. 
Action programs which meet their particular needo Will have to be 
developed. Such programs will first have to enli st the interest and 
participation of l ess- progressive small farmers through grassroots 
organizat:!on and education programs by the Ministry of Agri culture and 
the cooperative movement . Activities of input. distribution organizations 
such as KF:\ and the Kenya National Federation of Cooper atives will have 
to be expanded, coordinated and/or reoriented. '!be Ministry of Agri­
culture ~~ll have t o develop small- farm technical production packages 
for particular areas, train extension officers in their use and redirect 
thes e officers' eff orts toward small- farm areas . The Ministry of 
Cooperative Development will have to rapidly expand its assistance 
to the cooperative movement, strengthening existing unions and societies 
and organizing new ones . It will also have to expand its focus to give 
greater emphasis to food crops. Intermediate credit institutions 
such as "the AFC and the Cooperative Bank will have to review their lending 
policies and procedures, particularly those relating to cred1 t worthiness 
c:.:1d secur'i ty, to allow partiCipation by farmers previously excluded by 
these institutions' conservative approaches . Finally, marketing 
procedures and channelLs will have to be changed to allow access to them 
by small farmers . Purchasing bodies will need to expand their cover age 
and outrep,ch and payment :,lractices will have to be streamlined. As 
discussed in detail below, that portion of the proposed loan set asi de 
for aasiEt1ng small , less-progressive small farmers attempts to address 
theae co.lstraints. 

3 . Belated A.I .D. Assfstance 

Si~cc 1970, A,I .D. has participated in an experimental special 
rural development program (SRDP) i n Vihiga Divisi on in western Kenya. 
The SRDP pl'ogram differs from the proposed program in 'that it has been 
concerned with the planning and implementing of a number of separate, 
unrelated ~perimental projects (e . g. maize and tea credit, rural business 
~nd labor ~ntensive roads) whereas the proposed project is concerned 
wi th the d~velopment and implementation of an integrated system of 
productioli and marketing services to help small fanners increase their 
production and incomes . The Vihiga program maize credit project, however, 
has provided some i nformation fo r the development of the new seotor 
program. 
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Perha,s the most important lesson learned has been thnt involve­
ment and participation of credit recipients is crt tical. They IIlU:::;t 

be educa ted 1n the uses and responsibll1 ties of credit early in the 
program. Farmer s 1n the program wi th the best repayment record are 
those \<~ho have received sllch Instructlor .. i:-:.--..cG(.d. t seminars. '!he 
scm1nar~ have attempted to draw farmp.'s:.l'l nto the decision- making 
process oy guiding them first ~OUgh discussions of their aspirations 
and needs and then educating t-.lem in the need for anrt uses of crf::dl t. 

Other lessons learned in Vl!1iga have been that i t lS ~ery difficult 
to reorient cred~ t institutions t r aditionally charged with supporting 
the commc~cial fiLrm subsector toward servicing new, marginal f armers. 
Second, ~se of sophisticated inputs requires a consld~rable education 
and ex tensi0n effort to ensure that farmers realjze potenti al yields 
through proper husbandry practices . Third l farmers must be provi ded 
wi th maT':.c:eting channels and prici ng arrangements which will protect 
tilem frc~ seasonal price fluctuations . Fourth, 8ubstantial coverage of 
small fai~ers in a parti cular area require s a comrndtment of manpower 
ru1d oper~ting budgets which may be beyond the ability of operating 
agencies ~ provide . Therefore, in their initial stages, programs 
may need substantial add! tiona] support. Finally, to ensure good 
r epayment performance, lending agencies must pr ovide for personal 
follow up of delinquent debtors . 

Repavment rates In the four years the Vi~. ga pr ogram has operated 
have varlP.<i between 85 percent in 1971 when a small , selective program 
was conducted, to 35 percent in 1973, a year of serious drought. Fer 
1974, it is estimated repayment will be 70 - 75 percent wi th no signifi­
cant jiff~rpnce between individuals lwith secur ed or unsecured oans . 
It 1s hard to compa~e annual experiences between years in Vihiga in 
that the policies and procedures were changed fl'om year to year . In 
all cases , hcwever, p~rsonal follow up i s resul ting in increased 
r cpeymen ts . 

4. Ct.ncr Donor Assistance 

There are four other SRDP programs funded by bilateral donors . 
These prouams are currently undergoing intensive evaluation and will 
be carefully studied for lessons applicable to the proposed program . 

The I~ and We~t Germany have made a series of loans for small­
holder cre11 t programs operated by AFC . For the most part, however, 
these programs have focUSeCj ~~ more progressive small farmers and have 
financed medium term credJje for fann improvements and grade cattle. 
They have not focused onhfeasonal credit for crop production by less­
progressive small farmers. 

• 
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Among rrograms of other donors in Kenya, that which is most 
relevant to the proposed A.I.D. project, is the Nordic Project for 
Cooperative AsSistance to Kenya. JOintly sponsored by Denmark, 
Finland, Norway and Sweden, this project has operated in Kenva since 
1967. !~ hRs provided technical assistance in a number of areas: 
cooperative edu~ation, accountancy in cooperatives, cooper&tive 
rural credit and savings scheQes, and management perforrnanc~ in 
cooperatlves. It has concentrated on providing technical assistance 
in organizdtion and management to coop2rative societies and unions 
and on devisin~ credit and savings schemes for more progressive 
couperati\es. The development of food crop cooperatives has not 
received ~ny great impetus either fr0ID the Government or the Nordic 
project until now, because of the disorgr.nized and peorly 
controlle~ ~arketing arrangements for these crops. However, taced 
with the ~eed to substantially increase production of grainp and 
other foud crops, the Government has in the last several m0nths 
instructed the Ministry of Cooperative Development to initiate 
?rogrnms for the diversification of established cooperatives and 
the development of new ones. Funds provided under the proposed 
A.I.D. I03n will provide the fir5t substantial amounts of capital 
made available for food crop prod~ction by cooperatives. Both the 
Mlnistyy of Cooperative Deve~op~ent and the Nordic donors and 
advj&~rs h~ve been supportive of the proposed loan, particularly 
the small farmer component. They have expressed their willingness 
to expand t~eir activities and modify their policies and procedures 
in order to reach th~ target group. 

5. Host Country Activity 

AlthJ~gh it is the expressed policy of the Government of 
Kenya to incre~se agricultural production, largely through the 
small-scale farmers, a clear-cut strategy for reaching substantial 
numbers of ~rr.all farmers is still in the process of being developed .. 
Likewise, ~yperimental credit programs operated by the AFC fror 
direct Gmernment as well as other donor resources have not been 
very sucu:53ful in reaching .>1gnificant numbers of marginal farmers., 
Their COV~~.l3~';: has been limited in numrJers, and they have tended 
to stress l!:edi.tworthiness and repayment. For the most part, 
loans have gone for medium-term farm improvement and investment 
and have concentrated on est;.bl~shed small farmers. 
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'!'he cooperative programs discussed above have been perhaps the 
most succeasful 1n reaching small farmers . However ~ t~~y have tended 
to focus on providing services to small farmers 1n export crop produc­
ing cooperatives , and ther e 1s only 11m1 ted potential for further 
expansir.n in tl'i1s &.rea . 

Under the Special Rural Development Program, the GOK has operated 
a maize production program 1n the Tetu Division of Central Province 
which does appear to provide some useful lessons for small- farmer 
service ~rograms . In the Tetu scheme , a number of small farmers were 
selec t~d to participate in 8 maize production program . Participants 
were selec~ed by Junior Agricultural Assistants (JAA ' s) at the sub­
location level (the lowest poli tical division of Government) , based 
on the JAA's knowledge of their peroonal traits , position in the 
communi ty , farming history, etc . '!hose selected were brought to a 
Farmer 'l'raining Center (F;TC) for a week during which the progran, was 
explained e.nd instruction \o/as provided in procluction practices and 
t he uces and responsibilities of credit. At the end of the week , 
farmer s '·/ho chose to partiCipate were provided coupons to procure pre­
packaged inputs provided by cooperative societies at speci fied points . 
(Participants were not required to be members of these societies , ho\o:­
ever . ) ~ring the growing season, JAA's made periodic farm visits to 
moni tor p.'!rticipants ' progress . Finally, the Maize and Produce Board 
appointee':. agents at t he FTCs to pw'chase maize for cash. Al though 
10ans rr~de under t his program were unsecured, r epayment experience 
085 beaT} -'ver 80 per c,ent . Field representatives of AFC and the 
Mini stt'Y of Agriculture believe this relati· ely good record has 
r esul tr.<:. 'Primarily from c&reful prepar ation of parti cipants and an 
a ctive repayment follow- up 'program. 

Wi th respect to other GOK rural development programs, t he current 
Development Plan calls for greatly expanded soc~al zervices in the 
rural areas based on decentralization of development planning and 
implementation to the distri ct l evel . The plan calls f or constructi on 
of 107 ne~ rural health centers and dispensaries and increased emphaSis 
on environmental hea lth ~T}d disease eradication programs . The agricul ­
t ura l r03d p~ogram has been greatly expanded. Be tween FY 1976-1978 , 
K t 22 million, or 44 .3 percent of the GOK budget for road construction, 
i s devot ed to secondary and minor roads . Between 1974 and 1978 the 
propor tion of the rural population served by safe water supplies \'11E 
increase 'i"rom nine to 25 percent. Finally, i n the area of .educatior'l 
in January 1974 school fees were abolished in Standards 1 to 4 . Steps 
are now bei~g taken to increase the number of primary school teachers 
to meet increased enrollments generated by this policy change . 
Although school construction expenditures will be reduced because 
of the Go\ernment's decisi on to cut economically non- productive 
investment.s -iur~ the next fi ve years , the Harambee school construction 
program will continue to be encouraged, but with more attention to ~1 te 
approval and ~pans1on of p~st1ng schools. 

• 
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C. Other Donor Opinion 

As noted above, the Nordic donors have expre:. sed their 
support of this program. The IBID Resident Representative also 
:iupporrts t~le program a s an innovatiVe new departure, but believes 
implementation o f the program will be d1ff.lcul t . He believes the 
small- farmer component of the program can serve as a forerunner 
for th~ Bank ' s lnte.grated Agrlcul tural Development Program (IA DP) 
scheduled for 1976. ~ No donor has expressed interest 1n financing 
the program. 

B. Program Elements and Purposes gj 

1 . Surrunary 

Tt~ program to be financed totals $13 . 5 million and consists 
of three components : 

Part A -- $6, 700, 000 for short- term production c red.1 t fo r large 
whea" and maize ft:lormers. 

Part B -- $3, 400, 000 for short- term produc tion credi t for pro­
gressive, established small farmers growing wheat, 
maize, and o~her cash crops. 

Part C -- $3, 400,000 to support a program designed to improve 
the welfare of less-progressive small fal~ers by 
increasillg their production and i ncomes . Under 
Part C programs will be undertaken t.:' expand the 
capacity of institutions which currently are provid­
ing services to small f armers in Kenya to enable 
them to reach new small farmers with p~ckages 
consisting of inputs, extension, credit (when neces­
sary) , and a marketing system. The target group 
i s small farmers not currentl y being reached, but 
who have the potential for increasing their<J~rm 
income if this package was made available . ~ 

In anticipation that A.I.D. will approve t he proposed l oan, in 
,Fe1::ruary 1975~ the Treasury borrowed funds from the Central Bank in 
order to ~dvance credit needed to finance plantings of whea~, maize 
and other fo~ crops for the long- rai ns production season which began 
that montll. Funds were on- lent to the Cereals and Sugar Finance 

See Annex C for a discussion of the relationship betwee~ lADP 
:lIld this loan. 

For the data and analysiS requ1r~ to support the conclusions 
0: this section, please refer to Appendices A and B. 

See I1 . B.4. for a more complete discussion of the tar get group. 

http:JII.D.lf
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CorporatIon (CSFC) whi ch, "1n tUrn , is lending these funds t o AFC. 
KFA and the Cooper ative Bank. Tables I and II pl'ovld0 l11u.;tr'!ltjv" 
detail ?n how funds will be allocated undel' P!ll"t:.~ f\. 1\11.1 1'1~' ;n, 'n ~~ ,'1"'1';" 
I nst.ltutlons and types of farmer . While lILt.' ~"1L ... \ \ 11i 1~~ .:11 ... 1Wll [II '["ll d .-;. 
I and II e'tpress probable 8110C':1 tions , ..\~t.1\l ~;I .. nl :! t:; 3!1 h. IIl I~ 11\;: t r 1.1I1.j " II;. 

and crops may be necessary ac cording to dCIn.:1!ld :ll\d 111:1 tJ. I u l.i ,11 W. I 
capaci ties . Whatever adjustments are made , A.L D. l\md~ provlJcd 
wlder the proposed loan will only be rei mbursed according to the 
proportlon~ shown above wi th these exceptions : the amount of funds 
earmark~ for large- farm production ( Part A) may be shifted to Parts 
B and C; similarly, funds proVided fOl' Part B programs may be shifted 
to Part C. These exceptions allow greater allocations to both pro­
gressve und less-progressive small farmers~ should this appear desirable . 

Crop/ 
Agency 

Wheat 
KFA 
AFC 

SUb-total 

~lai ze 
KFA 
AFC 

Sub- t otal 

Grand Toul 

TABLE I 

A. I.D. Agricultural Sector Loan 
Estimated Allocati on of Funds 

Under Part A - Large Farmer Credi t 

Allocation 
u.s.$ 

1G. Mil. Equi v . Ave . Loan per Ha.Y Total Ha . Financed 

1.4 3.92 KJ, 31.2 ($ 87.40) 44,851 
~ .84 KJ, 31 .2 ($ 87.40) ~ 1.7 4.7b 5 , 2 

0.1 . 28 K~ 42. 65 ($119.47) 2, 344 
0.6 1. 68 KJ, 42 .65 ($119. 47) 14t 062 
0.7 '1 .96 16, 406 

2.4 6.zg zM~ = ~ 

Y Avel'age loans pel' hectare based on costs of purchased inpuk 
plu~ transport (Tables I - V I Annex A). 

• 
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TABLE II 

A.I.D. Agricultural Sector Lo~n 
Estimated Allocation of Funds 

Under Part B - Small Farmer Credi t 

Allocation 
U.S.$ 

I~ Mil. Equi v. 

0.20 

Ave. Loan per Ha. 

Kb 31.2 

Kb 42.65 ($119.47t6/ 
Kb 52 ($145.65)-
KI" 42.65 ($119. 47)!!./ 

Total Ra. Financed 

6,407 

4, f:27 
1,922 
4, f:27 

Sub-tota:' 

0.20 
0.10 
0.20 
0.50 11,296 

Passion fruit 

Coops 336 

Beans 

Coops 0.17 0.47~ K~ 37.6 ($105.32:~j 4,520 

SWlflowe~"s 

Kb 31. 72 ($ 88.85}!!.! Coops 0.30 0.84 9,!454 
Sub-total 0.50 l.4O 14,310 

Grand Total 1.20 3.36 32,Sl~ 

~/ 

2. 

--- == 

Avprage locms per hectarE: based on costs cf pur(~hased inputs 
plus transport (Tables I - V , Annex A). 

Assuwes financing of 30 percent of C06tS of ~roduction 
(~able IT, Annex A) ~ecause A~r small ~ar-er c11e~ts 
typically request credit both for inputs and some labor. 

Fart A - Large Farmer Credi 1:, 

For purposes of this project, Part A large farmers are defined 
according to criteria established by the AFC~ 1. e., land holding::J Ovt;;r 
20 acres. 

Funds p~ovided under this portion of the program will allow the GOy. 
to maintain the pool of short-term production credit available to 
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thc~;e larc.;e f.:1rmers who habi tually employ credit in the :)roduc'tioll 
of wheat anj maize. Wi tbout such credi t, 1-'le output lrom tllj_:3 ;~UL'­

sector or thc cc()norny will be hadly l'onstI'~:illed bel'au;;\, (11' !~I'l'.'ltl.'i 

ir:\~l'e::L;'_c'J jJl'oJuction costs. Unless :_hlcqual,( ,'l'ediL 1:; I:i~\(k :lvC\l,!;dJ.i,', 
rarr::cI':~, I·rill be required to use less efficienl. lC"imiqll(';; j_!l eLc'il' 
pl'och.:, , t.i Yl pl'oc:ess or completely foreE';O pl:. 'ir:)~ :::;,jnie 01: l ;oi r Ian!! 
int.:' rr,>:l'Jcl,ion. In cither case, the oUtClf:)C \'/i11 be 1e,:::; \'!!1C3.

J
,; ana 

r.la~zc: 11)'(),luceu ill Kenya .'lnd will result in increased ir::ports or' 
w!w,: L :"'!lci I~aize to :'eed the popUlation. Tlle cest;3 01.' ;~hese imports 
will WI j'c~C:Jl em alr'cady critical balance of payments deficit. 

A.: :~!Jown in Table I, credit for larGe i'arr.lers vrill be r:hannelcd 
'J1rOUVl the: KFA and AFC. F'u..'1ds vlere lent Ly the e:::we tl the KFA at 
eight v,rcent. The 103n is secured by KI'A'::; ~'ixed asset:. KFA hU3 
w~l:'d 'vllU:3C fWlds to pay outstanLling suppliers 1 credi ts a;lu thereby 
hClS Lev! ~lble to extend larger ClITIOunts of inputs orl ,:redi t than would 
OtiiIT\'/i~l_ have been possible. KFA n":1s carefully reviewed i -',:,,: li.:;t 01' 
re£o'l.l~ar' elicnts and has selected farmers '.'1110 have a proven credit 
r,;(;ord \'G. ~jl KPA, 1,,110 hClve no outstanding indebtedness with .-,i :J,['r ~'CF'A 

or AFC 3.n(l I'/ho :narket. their production to KFA acting as a(';ent for "Gj1e 
grCliL r::3.r]:cLin i:-; bOJ.l'ds. To these clients ]\PA mClY al;::o extenc~ casL 
loan:; :cl l'!_o.nd ~)rcpClration, labor, harvesting and tl-'ansport,ation 
service:..;; j,owevcr, most largo farmer::; alread:{ 90sse:..;;; ei ther tliO 
co.pi tal or cquipr.-:c:1t :'or these purpose:3. Creui t is ext.ended by KFA 
fur " :,'/",lv,,-montnc.crrn a-c. ten percent pel' :.l11Jl'",rn. To O:1:..;ure: i'arrne:rs 
do not ben'rOl'/ for the sarr:e purposes from botll KFA and APe, these 
or[;an:'_z",tiors periodically compare lists of borrowers. 

[<,W.O;; rece.i veri. by APC have been usedLo esto.Lli:..;L Cl nvtl creeli t 
IJ1'OGl'a:;, tf} :;uppler~en.:; the traditional Guaranteed Minin:ur~J Re ::UrI, (G[I'J{) 
SJurce. tr.cse fW1ds are beine; lent by the espc to AFC ~tL seven CJ.n . .i. 
3. half percent. Ai1'C on-lends them at ten pel'cent. U:1uer th:i.:: nevi 
pl'oc;rCJ.:::, j'ar ::,cr,,, ,:'ay borrow up to 80 percent oj' their p!.'odu'; t,ion CO;jt;jj 
L:lWCVCf', 1':;r larcc, efficient farmers credi~, will prob~d)ly be exte:;,jerl 
only ~\;r C,-,st inputs and tran3port. Loans are secured by '~hc; i'arm'.::c::J 1 

ti -'dc' :",..::_1:;, Tlle~T fr.l,ISt be repaid wi thin twolve r.10;ltl::.:. Crop ifl:~u.r::;r.c(: 

0, K.Si!::;. 350/00 pc;.-' acre at a cost of JCShs 5/00 pel' ::.:r;r'~ is al,;', 
,w::',i2.ablc. No A.I.D. funds will bE: pl'cvideu for crop i:l::uru;,'..:e, L'~·d­

Gver. Tilesc tcrr~lS CO!'lpare very fav;;rutly wi til the G!1Ji pl'ocram '..L'._-':'::' 

whic: ])Ol'1'OW'1'S r:lay receive K.Shs. 350/00 per acre; 0.;; :~ rate ,:~ 
ten lx:rcer, ~- per 3.rL'1um. The GMR proG"l'aIT! also allovls purcha::;e 0:' cr"J;) 
j_nsur.:mcr:. 

Unncr the GrI1R pror:;ram, AFC acts only J.S an ~td!::ij'isl,cri!':c aG·:' .. '. 
UtC CSFC. AFC Joes n01 hold title deeds for security a~d i~ ~o~ ~~ab:e 
to CSPC fur .Loan repayn ::nts. Because of the poor repayment 1'ecor'-.;. 
under the GMR pr"Gram and because the AFC is liable 'to repay tne CSFC 
for ft.mds advanced in anticipation of the A .LD. loan, APC Bra.ncL 
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Manager3 have been selectively placing; locms w1Jer tlli::; pl'0l~r,::l1l1 I'll til 
<:1ients who) have e!':'i:ablish""l a sc.,llci repa;YT::ent !'('C'crd Id tit AFC. 1:: 
addi tion, as Ifl th :111 loar,:..; r.~ade by AFC from its own re~;m.n"'l';;, L1ll' 
AFC wil:!.. take the borrower' ,-' ti :l(~ ci0eJ a~; sccuri ty r,)Y, the 10.:l1l. 

For purposes of 1,hi;~ scgrnC'[l t 0: l.! I'''; !,Y'ol,'l'ar:., sr::all .:;o:~r.,ercial 

farr:ler::; are uc:fincd 0.::'; triose: I'li til lClnJ Loldins:..; 0:' J.e:j,~ LilClL 20 acres. 
In practic(:, aVl'r;'i3C :..;ize of l~llJJ b-JldinG~; ~;hou::'d lx: \'I' c.l (,elow these 
levels. As srlown on Table II, ofciH; wtClI CJI' $3.36 r;U.!.l:!.cn (K.:b 1.2 
miIlio~~ earmal~c:J for small farmers, $1.96 rrdllion (K.b 700,000) is 
allocatc,,! te) cooperCltivc farrYler,::; whose aver:.1(;e holdi:ig:j 1//ill be well 
belOl.,r 2C EL'rC:3. 

TL'v~'e portiefl~j c,f the lOcH: suppor ~inc AFC and KFA will GO to 
cstabl:. :~r.L:{l slr1311- :':J.rr~h~r cl.ienT,s \'Jho have r'··\_~ci vc·d sor~,e form 0: creJi t 
l'rolo 1..; .,'~;(; irl:;ti u:tions in th(c~ past. Telms and cOl1cli tion::i",ill be t~Je 

;;arnc ;J.;s ·t~lC).~(? dc)~ ~ri L(:d a Love ;'cr 13rGc i'3rr:lcrs. 

l'\.u,-.i:, aLLocated to the coopera live Sy~:t'l1l have be'.'n lent to tile 
C. opel 'J : i ve ~".o.nk L} i ~lC CSFC a t seven pcn':Cll t per annur:i. 'r'no i3a;lY. 
".riLL Oli-l(~nJ the uIlions and societie;; at eiGht percent. Tlle~i in turn 
''''ill l'.il,j to ~~hr"il' c.,embers at ten j')erccnt.. Loans will be rnClci.o to 
assL~L E',ocic"Cies nOI'; producing coffee:, pyrl:thrum, dairy products and 
cott,j[l i,c; ctiver::>ify their production :into r ... od crops. Loan::: "Iill be 
I1lCllk 1.;.'~1C'l :.ile same General terms and ';onlli Lion:; as tho:.;c OL:~Cl'vcd 

lUlder :,],'" cJnGoing Couperative Prouuc1,iun Crt;,lit S(;herne (CPC:3), i.e., 
loaL:, '..,rill bc provhicd for 3. procluc tlon f!ac:l':[~g,~ ami i..l.l. ncci..:::;;.;ary 
expdl:3CS ' . .rill ue fimmced; only 25 perccnl"i' loans r::,!y be Gi ven in 
C<:l~;j, and ~ocieties wi.Ll accept payment vOUCller,j f'l'orn ;:;u]Jplicrs for 
the balar,cc; term ,J:' loami will be twclve l1ic'ith:;; loans \'iill ()e 
SeCUl"C:u ::J.gaLlst the: Borrower's cash crop; an; loan;~ wilJ. 1)0 r':covered 
by dcductions fror:. pCl;}'r.1ents for crops dolivcred to tho s():::i~ty. 

A2tly)uQl tLese: '.r~;,ps will receive priol'i ty con:..;ijera ',ion, other 
£'00.-1 cr'ps may be ,'cllsidered ii' locCll condition:..: i:.Jicat·.:: tr,cy would 
be ::,01',,' appY'opria: e for farmers to proJuce. Al i.J20uc;h l'lC SI)(;' L'ic 
h~~t.~'.iG1~io::::; }lav, iJ,.'on cet on :'arm size tclol'l 2,' acres, t.ypL::3.l farP.1 
size:, or J;,(Ombers or' participatinc; cGcpcr3.t::. ves 1'3nf'::C betwce:'; 
4 :11:.i ~~I) :,"l','~~ I'lith the ma~ority iE trie ranGe c:C 4-12 a2res. 
Crop::.; planncd to be produced under the loan EIre (~urrcntly maiz(;, 
pa:,sion rr..u t, slml'lower and Mexican 142 bCClns. 

4. PJ.rt C - Less-Progressive Sl1lall FClrtner Service Program 

a. Small Farmer Desigr1ation 

The criterion employeJ in defirling small farmers under 
this portion of the program is based upon the net per capita real 
ir~come whi~b a farm family receives fram its farm. Hence, there is 

http:betw'.ee
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no set ~lze 1n terms of acreage or reSOU1~e ownership whi ch is 
appl1caole for all areas at' Kenya because 01' the varl::ttioll ill r'allt­
fall ~ topogr::aphy, land use~ and cultivation pr<lcl.1cc!; 111 LII(' :;lI1u11 
holder sp..:tor . The defini ticn 1s also 0. l'W'lct.ioli of the numbel' or 
pcrsOr.s support.ed by the agri cul turn! rcoources of the farm. '!he 
ad vantage of this defi ni tion is that it 10 ba:ocd on a single quanti ­
fiable datum which will i dentify family well being while recognizing 
the variations in resource owner ship and utilization within a frame­
work of resource requirements imposed by the physi ca l and social 
environment . 

I n identifying the target group we have set a bottom limit of 
$50 per capi ta potential net farm income and an upper limi t of $150. 
The lower 11m1 t accords wi th the I BRD minimum per capi ta income 
target in rural areas. The upper level equates to th~St1mated 
average p~r capita income of urban Afri cans in Kenya. It is also 
the t'1gure A.I.D . uses as the cut- off point in defining the tlpoor 
majorityll and developing countries . 

'!he production packages described in Table III. Annex C. requ!r'e 
a farmer participating in Part C to cultivate between 1 .7 and 2 a~res . 

cepending on the crops chosen . Net farm income from the packages 
ranges frorr. $132 to $ 19& It is anticipated most farmer partidpan t3 
will be eble to use t ... ,o packages which would yi eld a potential nct 
farmer income of $26~ to $jh9. Eased on an average f amily aize of 
six persons , this would yiel d a potential net per capi ta i nuome of 
between $44 and $66. in the lower range of our ta rget group . 

Practically speak!ng~ it will be impossible to exclude from the 
Part C program any f armer who wishes to participate and whose land 
i s adequace for one producti on package. The goal ~ however, will be 
to attrac t farmer s who have the potential for realizing the minimum 
per capi ta i ncome target. I t is not likely the program will attract 
farmer~ who can realize an income level exceeding t he $150 per capi~ 
limi t . To realize this level of income, such farmers must use prc;;r'eSS':'ve 
technique::; and have benefited from i nformation and technology f r om the 
publi c or private sector. 

·ro obtain this figure. the average per capi ta i ncome of 
Afl~cans in the 11 largest towns in Kenya which had a non­
African population of less than 15~ i n 1969 ~ the late~t 
y~ar for which data i s available, was calculated . This 
~ncome level is $152.48. The calctiBtion for this value 
1s based upon data contained in the 1974 Statistical 
Abstract. The rational behind this income level is that 
i~ repr esents an approximation of the opportunity costs 
to a fann ff:lmilY of remaining on the farm . It is probably 
a conservative f igure due to inflation over the last six 
years, however, there is no guarantee that the family 
~oul..i gaill employment 1n the urron areas . For our purppses 
it. does provide a r easonable benchmark. 

• 
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Lei", to bimself, the l,'ss-progre.:;;;i ve sr1all l'armer fa(~es 
a nearJy overwhelmi::;: :..;et of problerrJs in atte::.ptinl~ to enter the 
monetary ,,20nomy i:', 'J.::y sub,otcmti2.1 W,'1y. To obtaill credit he must 
deal wi U-. i!l~;ti foutin" vlho derr,and proc{" l);' rJ.s :'l'C L . i ,:, o.bili ty 
.:mel. rn~ly also refJc;irc his ti; Ie deed as security -- aL UY!2cceptc.ble 
ri:::1-;: i.'Cl m:uy. EVOJl i1' riC has :lCCCSS 1;0 crecli t, input:3 frefJuently 
arc nOL ['c~"dily :1ssessClble or available at tLe pr01Y::rt.ime, due to 
tlK.' iTldlc'lu3te c:i;~,ribution networks in smLlll fi1rm areas. Becau!Je 
tht: l':Z' (': l:;i C):1 :~t.;rvi L' C~ 1~OCU.:-) e;..'i on l~lr:~'e f2.1'rller'~:, Lc jOl -:: no t rccei vc 
aJe·quii;, tc,:h2tii·:.ll l:;:r:dancc on th,: uz;,; 0,:, il.pu·.,; arId :'c'(l!Jel' lnn;bclnury. 
Deem!:,;,,; r:"Lahli.ll,;;,i ::kn'kcl~L'l('; inI_;titul::LoJ1. ::u llC' '. ~':1t,(:r tel ;J.:~ :iceJs, 
he.' l.:-~:~ r·201.Jl( ::!~, Ll'~tn:-~rJc!rt~ll~ t:~nd di;~l)(: . ..;i~·lC ~)l.' hi .. , PI', ),l~,-,tiull, ~Lld 

beeau::.: IJI,' ,~:1I'k.: ,!iqui.clicy anJ stOI'W':C ('.;.p:11.Jili ',y 1,'2 l:..: ;~uljject t.o 
grea L pl'i('c C .. ucCUiiLiollS nnd ::han) : radini~ ; rLl·lic:; Ll local. lnrlrl:ets. 
?illall,y,i.;' Ll: w01'l~s runy acr'2::; i1(: h::ls rH", bIen,s l' i, ,dine ~md payinG 
1'01' ::'al:io[' during pliintinc :.lnd .harvest time;;. 

~,":lC :)l'OL,l'Clli' P1'opo:::;ed UYhiel' Part C :.t tter;:pt:: to aJclrL';~:"; tl1c;;c 
proble::I.: ir, a '_)r:lpr,:l!I::n::;ive r~anner tLl'01ACl1 the coor'crLltiv • .' SY!JLerr. 
wi th tlle as:);.: l,;mll e of the iltini:s try of Ac;ric~ul:,urt (MOA). Tbl.' GOl\ 
hCls ciJo::en seven t~,rget district::.; in w:dcll ther(; 11'" 17 tuio;::::, composed 
of 20J5 ljor;::"ccie:.:i \'iiLh 59,600 members. InUJ.s croui, IJ: .)ci,cties most 
:1rl.' ~'Clo.l,i.'icly weak. TI1ey proviJ(; few service" to w·mb;:;!':: .. r;losL of 
",non pr''' .. ,ucc: prill1u:cily fel' con!Jumptiofl I'd th a :..;",a:1.1 amount 0';" cash crops 
for ::.;:11· .. ·• G~ ve(J proper assistance, however, thl::;'; Lu'mc":..; l;ould 
Pr'ocur;c :1CIU c.)rn suLstcmtially more. 

In ir.LtiLl ~i!li.~ tius prograrr. the C;{)h v[iil 'lc::iOl::l' '.;Ji<:: w1ion:3 ~:mcl 

.30cil:: ,~::'e:,' l-Jl.ilC: ,XV';~1 districts whi::! will [JarC..c·ip:J.L, in tL,c: l'irst 
/r~:::l". TIll' M,i_rd,'itr;:.- of Coo)Jerative Dcvell'prncnt ([\10(,'8) '.·:il.l th,.'L a!JsiQ1 
3.ddi Lion,ll s ',-.,1'1' 1.0 :lssist in improvin['; T,ilcir ,r.:1I",,';'·::,I'r: L. Who:: tr1e 
jJl'C::I",l·ar;. ,i. ~ ClIU,OUJlt;CJ ~1!ly farmer wilJ be al.lowod L, :l!l!J.'..Y, eve, i:. :::::".: 
<'1 CUL1fJf:I':1tjvt.: n,·~'r:1b(:r. Approxirn;Jtely 8,000 :':lrrr!cY':':; will b_' :';_:,:> .. : .. ~"rc' 
tlk~ :lPf1ll1':1;1t::' ':,0 :"tend ~'! short cow'se ett ::t F3.rrrel' "'1'3:':':1i1;,_; 1~"~2~,".:cr .,:?=-s) 
VVClj by I'IiOA an..i [,10CD per.::onnel who vli~l provide iL.'~l"1.l :::io:, ,:.:, ',:se :,::' 
rec OI:,:JiCfh:OJ. : el..'lL'1010gi cal pack3.ges, ::he llS ':::; :lnJ r· :,~ [Jo;L:i ui 1:~ ti c:s ':J:' 
c!l'e(ii';~ :'lJEl :;,;1 c00pcratives. Parti;ipatillL :~0cic',ic.'s will ,~:(;:.' r:::,ren', 

if r'_lquirci I'or inpL,'t, purchases ei tiler l'rc;;1 socierJ sto1'c~<~J~' :;ri·J'.J.t.r; 
tradcl'c.. ~jeld per.sonnel of the MOA will :':".':sis t i',J.rrncrs :Ji;rL;,;: '.r,r; 
plan"c.inc, sY'owing and harvest tirnes to en'Jurc pr'-:.p'~;· prii(~ti':(::s ;.1.1'(: 

followcd. Socteti es, acting as purchasinc :igent.~ '·..or ">h(" Mai zr; :,.Ht'l 
Produce 3ocrd, will provide transport as needed ;1(:'J. take deli very of 
farmers I produce. Farmers will be paid irm:.cdia tel", i:i COl sh Ell'ter loan 
repay;nents are deducted. As required, acldi tioniil ;;\.ora[e cupad ty 
for l.Ulionf:> and societies will be funded under the program. 
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To ensure adequate plannirlg, ma:laghnent and evaluation, the MOA 
and MOCD lIill ClssiGD addi tionQl persc'nnel tel tur!;et Qreas. The 10ar. 
will pr')vido t'or<:i l.71 oxcho.ni-3e fOi' UK .~t rv1,:u; 01' ;""\ !,r'(lj,~ct :":'.lp'-~::-,vi::;cr 

<111'1 ell. <.:\,Ul.UL.lt:::'orl tear". (Tho ':~V:.lIU1Lion plan is dC3cl'ibed in Sec:tion 
II.D belc;\'l.) i<1.Ulli:..~ are :11::;0 prov:!..(:ed for po.rLicipant tl'aining for 
COoptTC!tive ofLi.c.i.:.:.ls. F-lnally, ten Peace Cor),s Vclun ':eops \'lill be 
acsi!'llcd at the uT.~an lcvel to provic.le ~loQini'll3 in budgetinl3, accourlt­
illg o.n: other 2,'[18: :.S o~' r~,a:'Jc.gement. 

I:: sWIii:,ary, Til-' bUJC8t for the r'irst three ye~_r.--' of the Part C 
progri1rr is as i'o~U,ows on Tablo III. 

TABL2: III 

Pa,rt C SUITInary Budget 

ItEm 

For!.:::. ~-l Ex.2han.:-~e Cos ts 
Project Supervision 
Eval'J.a-Lion Cl.,ltract 
Participant Training 

Sub-Total 

Lvcu.l Curr'2:1CY Opr;rating Costs 
- Eljuipr~enL cl',;< supplies 

'[Car,'ner Trair'irlg 
F.T.C. St.Clfi 
Cocp St.t.ff 
S Gnrage Constru.ction 
15~~ ondnGen,~' 

Sub-Total 

TOTAL 

Cost - $000 

$ 150.0 
54.0 

178.5 
$ 382.5 

$ 80.0 
270.0 
15.0 

200.0 
200.0 
172.~ 

$ 937.5 

$ 2,000.<,2 

$ 3 1+00.0 
:;;=!:.~""=--=:;; 

For a marL: complete discussion of the Part C program, ta~-ge-.:~ and 
budge ~S, .'oe Annex C. 
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C. Impa:t of the Program 

1. National Impact 

The programs financed by Part A, Band C of the loan will 
have significant direct and incirect effects both on the overall 
economy and on individual farrr,ers. These effects will be felt in 
the short run (1975), in the medium run (1975/1976 to 1977/1978), 
and over [he longer run. 

In tt:e short run, the rr.ost significant impact on the economy 
dS a whole ~ill be through the incremental crop production associated 
with Parts A and B. The Kenya shilling counterpart generated by the 
dollar ~roceed3 of Parts A and B viII finance credit to support the 
production of wheat (52 p~rcent of credit funds under Parts A and 
B), maiz2 (33 percent), anj other food crops (14 percent) for 
domestic consumpticn, import-substitution and export. Using the 
hectarage figures from Tab12s I and II above and the incremental 
yield figures frorli Annex A, Tables I and II above, Parts A and B will 
support iN:reased wheat and :naize production of approximately 26,000 
metric t0ns and 55,000 metri~ tons, respectively. At current world 
marke~ prices this added production would save $17.0 million in 1/ 
foreign exchange ($5.8 million for wheat and $11.2 million for maize).­
On the alternative assumption that the credit supports wheat prodL\ction 
on land previously taken out of production (rather than intensification 
of production on existing hectarages), the incremental production for 
wheat would be 106,000 metric tons, which would save about $23.5 
million in foreign exchange, for a total foreign exchange saving 
(wheat and maize) of $34.7 .. liUion. If all of the incremental naize 
production were available for export, it would earn about $6 million 
at current world prices. Ttus the range of possible foreign e}~change 
savings anJ earnings for wheat and maize production support under the 
loan is rc~ghly $12 million (26,000 MT additional wheat output, all 
maize expor.:ed) to $35 million (106,000 MT additional wheat output, 
all maize for import substit~tion). 

No attempt has been made to calculate a rate of return to the 
economy for the progr~m. However, the unweighed average of the 
incremental ~enefit/cost ratios for production supported by Parts A 
and E is 2.6:1, with a range of from 2.5:1 for sunflower and passion 
fruit to ~.O:l for beans (see Annex A, Tables I-V). The benefit/cost 
ratios for the production packages included in Part C range from 
2.10:1 for maize/sunflower to 3.2:1 for maize/groundnuts (See Annex 
C). The weighted average of the incremental benefit/cost ratios 
for Parts A and B if wheat and maize are valued at world market 
prices is 4.14:1. 

!/ Based on the late April 1975 prices c.i.f. Mombasa of $224.50 
per metric ton for U.S. No. 2 hard red winter wheat and $205.000 
per metric ton for U.S. No.3 yellow corn. The corresponding 
U.S. f.o.b. prices are $134.000 for wheat and $115.50 for maize. 
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Since the credit made available by the GOK to the intermt·J l,lt£' 
credit institutions under Parts A and B is to be repHyt'd within 
eighteen months from February 1975, the funds will bf' <lv;JiL,b](' fllr 
reprogramming by September 1976 (c.lthough some of the funds m.1y 
actually be available sooner). ~hile no effort has been made to 
d('signdte programs for which loan reflows might be used, the GOK 
has agreed in prinriple t~at programs directed at small far~~rs 
will receive first prioricy in allocations of the funds. The funds 
could hI' !11ocated to the program financed under Part C of the loan 
(to ppnnH more rapid ei;pansion of that program, if feasi'ole), to 
olher smal1holder credit programs, or to smallholder prograffis 
financed under the Gar FY 1976 budget. To the extent that the loan 
reflows ilre allocate(~ to credit programs, further reflov.'s will be 
available in subseq!;cnt periods. Thus over the medium run at least 
the full amount of the credit under Parts A and B ($10.1 million), 
plus interest will be available for reprogr;:rruning to supplement 
domestic resourC'.=s for the support of agricultural production programs. 

For the progrJm's likely iwpact on the environment, see Annex F. 

2. J~2~t, on Farmers 

Tne credit pruvided under Part A of the loan will be utilized 
by a rela~ively small number of fanlers - probably about 1,500 - with 
holdings 0f over 20 acres (8 hectares); based on GOK projections, the 
averabe ctrea of wheat or maize production financed would be 124 acres 
for wh~at and 63 acres for maize. Part B will benefit a much larger 
nUT..Jber of sn.all progressive farmers with holdings under 8 hectares. 
The number is difficult to estimate, but if the average area devoted 
to the cr~ps to be fi~anced under Part B is 3 hectares, then Part B 
would reach about 10,000 small farmers. The program for less-progressive 
farmers finRnced under Part C is designed to reaLh 7,800 new farmers 
in each of three years, so that the number of farmers benefiting will 
increase from 7,800 in 1975/1976 to about 24,000 in 1977/1978. The 
latter figure would be equivalent to about half the coop members in 
the seven districts or nearly 20 percent of all farm families in those 
areas. As noted in Section 111.B.4 above, the Part C program would 
permit farmers who now produce primarily for subsistence to increase 
their net farm incomes by up to $400, or about $65 per capita assuming 
a family size of 6. 

Over the long run, of coursE', the Part C program (and to some 
extent the Part B program) will affect a much larger group of farmers 
through incr2.asiTlg the GOK'c capacity to mount programs reaching 
smallholder~. Both Part B and Part C of the loan support programs 
will provide information and experience leading to improved pr0gram 
planning and implementation, while Part C in particular will help to 
st~engthen th~ institu~ions oriented toward assisting the small farmer. 
It should also be no~ed that the availability of credit ref lows from 
Parts A ann B beginning in mid-1976 will pro~ide an additional means 
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of reClc:lir:iS a l.:lrgc number or' small farmer::J, cithcl' Lll)'ClU!.')J ~,lIP~h)l'L 

for sr"all:lold,_'r r:r,,::d.i t programs or non-credi t programs nllancl~d 

thr·"ugh the 00)( lJudL.':ct. Assurrting o',lly one rOW1d of addi tiunCll 
expc:L!i ~'J:'e::J ell ::;ma.~lholcler prograr.1s f'rom credit rcflows thc' jJropor­
ti on ,-.!, "~!-l'.: ru::-:i~~ :';!~C:-l -::, 01, !:irnal~ fClrr:JeI';~ \'lGuld r'i se i'rclm one-h.:lll' 
t.l' mOlY tiTan ·u::;-:.l:.ircl::J, C'oW1ting only -S:,c· dire·t imp&.ct ,)1" till; 
fun:L. ~'lL;,j tit, l,;an I'li21 ))cncrit ~\ '~·tL1.l n:' Cl.bOUl _~5,OO() 

!JrO{l'I,~' oj_ \Ie· Ll1~d le~j:,;-p~·'c)Grc'~~..li vc farmer;" in~ tiCllly, and \~rll.L 

l)l'oi';ll,J:: hc,,·.'i'it .:l :ui'~Jt2ntially larlS,,,r' nur:!LJ,r ::;uu::Jequently 
tLroutc!l L! I'. ',18(' Oi' r(J"low;: fl'or: Part::; A C1t!,1 l3 ::md thrcuch thc 
ul ti!:,:l. \ l; .. ilpact Ol'Uh Part C progr3!T. on the I;apaci ty G':" Kenyan 
in.:; U t\i' 1(:,)1:; to provj.ue acccs::; to relevan~. :;cr\riCC:3 for srr.all 
l'arr.lcr.: .. 

1. Irnplcn:enta ti on 

Po.rts A and B 0:' the loan Ifill fund $10.1 r.lillion (ief, 3.6 
million) for seasonal crop production credit. It is ~xpect~(:d thnt thc::;e 
fu.'1d::; viii} be fuEy disbursed wi thin twelve month:3 al'tcr signinG of 
the LOd:l AGrecr~jem:. The :Loan wilJ. 1-,(; 'luthorized in J1U-.C 1975 and 
the Loan A6r'eement negotiated and signed by July 15, 1975. Condi­
tions Pr:::cedent to disbursement shouJd be ::;o.ti::Jfied by ,T:.;l.y 3::. 
An ini tinl disbursement may be r,lD.de fOI' Po.rts A and B i::'r.1edia tely 
t.hcl'ea.,'teI' based on a reir.1bursement requc:s l. submi tted by the GOK 
repor'~i i':' "':,:',e arnuLl.Tlt~'), numbers and tJpes of 100.n5 ap[Jrov·~cl. There­
after, d.~.;3burseIllent::; vlill be made quarterl:l ac;ainst repori;s of loans 
apprDvc;'-'., based on tile following pla .. Ileu cli~bursemen t pattern: 

September, 15, 1975 $ 5.C rrJi lli on 
December 15, 1975 2.8 rrullion 
March 15, 1976 1.4 rrJillion 
JW1e 15, 1976 0.3 rrJillion 

Part. C 01 the loan will 11ave a three-year disburser.1cnt period 
over r'iscRl year::; 1975/76, 1976/77 and 1977/78. Condi tiODS PreCed0[;t 
to the disbursement for Part C activi ties should be r.1et by Jul:; :,', 
1975. A.LD. will mal~e quarterly rL'imburs(":r.1er.ts to the GOK for 10cCll 
costs ba,s2d on reports of disbursements .:.J.C3in~;t budget lirlc i ter.:G. 
70rei2Jl excbanGe costs for technical o.ssist:.:nc:e will be ad~r.ini,;tered 
by A,I.J. A.LD. vlill contract. for t.echrli:~al assistance persCJnnel on 
behQlf of -r:,he GOK and arrange for disbursements directly to contractors 
usinc ~~can,laro proc2dures. Participant traininc l'li2.1 be arranged 
directly by A.LD. ]j 

For more detail on Part C implementation sec Annex C, 
Section E. 
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The disbursement pattern for Part C is as follows: 

TABLE IV 

Part C Disbursement Patt.ern 

Purpose 

Technical Assistance 
Participant Training 
Other Administration and 

Development 
Credit 

1975/76 

$ 68.0 
59.5 

326.5 
702.0 

$1,156.0 
=..:= 

Year 
($000) 

1976/77 

$ 68.0 
59.5 

305.5 
1,378.0 

$1,811. 0 

1977/78 

$ 68.0 
59.5 

305.5 

$ 433.0 

Y The pl:ogram will assist 7,800 new participants each year. 
Taking into account normal attrition, credit needs for 
years 1975/76 and 1976/77 s~ould be covered. Beginning in 
year 1977/78, reflows from Parts A and B will be applied 
to me~t credit requirements for new participants. 

Y 

The GOI~ contribution to this program shall be $4.5 million (K. Shs. 
32,130,000) disbursed for 1975 advances under the GMR program for maize 
and wheat production. 

2. Procurement 

The purpose of this loan is to provide credit funds to assist 
the GOK in meeting its urgent objective of maintaining food crop pro­
duction in 1975. The bulk of the funds provided under the loan will 
be used to F~ucure from Kenya sources fertilizer and other agricultural 
chemicals mar.ufactured or produced in Code 935 countries. Loans made 
to farmers and financed on a reir,lbursement basis under Parts A and B 
have been utilized almost entirely from the local procurement of 
agricultural inputs for application during the planting season ex­
tending from February 1975 to July 1975. It is anticipated that 
approximateiy $700,000 of the agricultural credit funds under Part C 
will finance farmer procurement of fertilizer and chemicals for the 
December 1975-January 1976 planting season. All of these agricul­
tural inputs which will be used in the 1975 and 1976 seasons are in 
Kenya or in the procurement pipeline and are almost entirely of local 
source but manufactured or produced in Code 935 countries. In addi­
tion, only sn,all amounts of fertilizer and chemicals manufactured or 
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produced in Code 941 countries will be available in Kenya for the 
December 1977-January 1918 planting season for which the remaining 
$1,380,000 of Part C aqricultural credit funds will be disbursed. 
It is crucial, therefore, for the implementation of the agricul­
tural credit activities and the attainment of the purpose of the 
loan that no restriction be placed on farmers' local purchase of 
fertilizer 3.nd chemicals which were manufactured or produced in 
Code 935 countries. 

Inasmuch as the source of all fertilizer and chemicals procured 
by farmers is Kenya, there is no source problem regarding use of 
local curren~ies under the loan. However, because most of the 
inputs being purchased are man~factured or produced in Code 935 
countries, it must be determined that loan funds may be used to 
finance ~1eir purchase. There are a number of arguments which 
support such a determination. 

First, in the case of the Kenya loan approximately $11.0 million 
of the $12.3 million estimated to be used for credit will be spent 
in Kenya o~ fertilizer procured during the time the Administrator's 
authorization to permit worldwide (Code 899) fertilizer procurement 
was in effect. This authorization in effect determined that suffi­
cient fert.ilizer for world\'lide needs was not available from the u.s. 
and Code 941 ~ountries after April 24, 1974 as evidenced by the 
"Fertilizer Procu::-ement Policy Statement for FY 1974-75". 

Second, in Kenya as in much of Africa, A.I.D. faces serious problems 
in gener'a ting local currency through comrnodi ty import programs. In 
1974, Kenyan imports from the u.S. did not exceed $45 million (in­
cluding a 0.S. grain purchase of about $10 million). Of tris 
amount it is likely that not more than one third was eligible for 
AID Program Loan fillancing. As a re3ult of its increasingly serious 
balance of payments position, the level (._ 1975-76 Kenyan imports 
from the u.s. probably will decline. In addition to the relatively 
low level vf u.S. commercial trading to Kenya, in the past commer­
cial import practices in J<:enya have not accommodated AID program 
lending; and the 1973 Kenya Program Loan of $10 million was not 
workable in the context of financing a variety of eligible cv~er-
cial imports. If A.I.D. were again to try to generate local currencies 
under a commod~ty import program, it will be impossible to assist the 
GOK in meeti~g its critical need to maintain grain production levels 
in 1975. It also undoubtedly would constrain the development of the 
proposed local currency funded small farmer production program, and 
possibly force us to deter n~w programs until new approaches and 
procedures could be worked out. 

Third, many thousands or purchase transactions will take place using 
credit extended under the loan. Neither A.I.D. nor the Government 
of Kenya have the ability to police such purchasing to determine 
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wht:re t.he commodity is manufactur~d or produced and it would not 
be economically or administratively fea~ibl~ to att~mpt to set up 
such a m,-itoring program. For these re?sons the loan authoriza­
tion will approve use of credit funds provided under the loan to 
fro~ure loc~lly fertilizers and other agricultural chemicals which 
were manufactured or produced i~ Code 935 countries. 

Under Pa~t C smal~ motorcycles will be provided for Peace Corps 
Volunteers a~s.gned to participating cocperative unions. This 
will enabl2 them to provide technical assistance to the management 
of [Jrimury cooperative societies participating in the program. 
There are ~o ~.s. - made motorcycles in the 90 cc. category, 
which is the type Most suited for operation on rural roads in 
Kenya. Adc1iticnally, spare parts service and maintenance facili­
tieE for U.S.-made motorcycles fire noL available in Kenya. 
Therefnrc, (1) special circumstances exist justification waiver 
of SLction G36(i) of the FAA of 1961, as amended, and (2) there 
is a rea~c~~~le basis for waiver of source/origin from AID Geo­
graphi, C'002 941 ana Kenya to Code 935. 

With respect to procurement of items other than fertilizer, other 
chemicals and motorcycles the aggregate value of all Code 935 off­
shelf proc~rcment will be limited to $100,000 and the invoice value 
of single tra~sactions will be limited to $2,500. 

3.?inancing 

Thp GOK wiJ.l make provision for Parts A and B of the loan 
in its 197:;//6 budget estimates. For Parts A and B, participating 
Lredit agenc~es h~'2 received advances from the Central Bank loan 
through tr,e L'src and are approving loans to farniers. Immediately 
after loan signing, they wiLL submit reports of loans advanced to 
the Treasury which will submit a reimbursement request to A.I.D. 
Reimbursement from p. •• I.D. will be paid by the Treasury to the 
Central Ba~k to discharge its debt. As participating credit agencies 
collect outstanding 10an3, they will repay their CSFC loans. Princi­
pal and inte£est amounts repaid will be deposited in a special account 
and joir:tly reprogrammed by the GOl( and A.I.D. for uses within the 
agriculture sector, with pr~ority to ~c given to SMall farmer programs. 
These funds ~~d any credit !ollovers within the special account will be 
subject to ioint reprogramming for as long as AID and the GOK agree. 

The GOK will also make provlslons for Part C of the loan in 
its Fiscal Years 1975,'76, 1r.J76/77 and 1977/78 budget estimates. Under 
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Part C, A.I.D. will reimburse the Ministry of Agriculture and the 
Mini:~tI,:;r of Cooperative Developl'!1cnt on the basis of .:juarterly 
reir.ibu!',~om(:nt {'equests from the Ministry of Finance and Planrling. 
For cY'edi t req'..G.rernents under the program, the Ministry of Coopera-
1:i vo 0~vc.Lopr;]ell t \'1i 11 ad vanc e funds to the CooppY'a ti ve funk for 
o,,-lc:rlJilil~ L,,' coopc:rative unions and societies. Principal and 
intCl'e:3t r('pa~'l'T1r,nts I-D l} be deposi ted III a specicll aCCoLmt and 
\'lil.l be "c,,~,.·d only ,:'or future support of Pnrt C procra::Js. In addition, 
in pr'o!~rar:,minb reflows from Parts A i.il1d B, first priority will be 
gi ven to aC!di tion:J.l requirements for Part C programs. 

4. Evaluatj.on 

P.::rts A a:ld B of U',e prOL'L'arr, will 1.:,0 eV.:11uated on a different 
basi::; from Part C. Wi t:n respecT. to Parts A :.mu B, an evaluation will 
be cO:',du ted by A. I.D. in AUGl-ISC-September 1976. This evaluation 
will be ba::i(~d en data submitted with rc1.r1bursement reque,~ts (Le., 
nwnber, ::;i:o<o;:..3 and purposes of J oans f:J:tdc l)Y insti tutions amI 
co."':,e::,;ory .::::1' f.::lrr:ler), or. productinrl .into. L;o.thered by the rft.inistry 
of Ac:ricu: ture and 0;1 repayrnon t da to. ~~a th.ered from the participa'tine 
crcdi t '~G'':;l1cies. Tho evaluation will attempt 'LO drem conclusions Ol1 
'C:;c iJls'Ci·~l.ltiun:.tl '>xlpctences of the' rc;:.;pectivc agencc.c;;, the cl1o.rac ~cr­
istics of thei.r l..'lie:ntcle and their repo.yment experiences. It Vlill 
alsu a'Ltempt t: lo.cn":;ify special proble:n:..; in re:,hi;lg small 1'o.1'[:10r:..;, 
to d!'::J.\'1 conc.l.u,~iorls on Keny"-,' s ove1'::..ll ;je3::;onal crop production cY'cdi t 
l'equirerncl1ts ani e;~timate mar2;inal production ccnerateli by the loan. 

!~,,:; S1.kCes,· of P:J.rt C of tilC loan will be jurl.l.':ed l)y the (>xcc:nt 
tu VlLic:n it stl'CEgL:j,.'ns the ability u[ GOK .i.n::;U Lutions to dr::.Livc:y' 
prOQUC ti Of, dnd marketing seryj. CL'::; to :mrrr,::'nal farmer::. Th; rr,0o.:~urc: 

of.' tilis succes::; will be increased prodUction and income by pal' Lidpa t­
};lb fal'lflel's. Development (,f specific rnoni torinJ3'Hld evalu3tion TJl'O­

eedures as part of the: program plan is a ConcIi tion Precedent to any 
disburserdeC'lt under the loan. The Loan Agreement al;;o includes 
covenants requirin,:,: almual evaluations .::lnd incorporntion or evaLuation 
resul ts i:1tO on-GoinG nnd p1::mned small-farmer program~,. 

A~ Cdrrent.:..;,' e:: visClged, Par t C oi' 'c!:e: loa:: \'Ii~ 1. :\;!-;d a ,"j!1ort 
:C'l'i:: (::~ix \'leeKs) consu~tant contrac L to prl:!Xlre 2. r:,oni tori:;£:: ana 
C'V:l1 'd::: t.i';) ~)1:J.;·, be :.Ol-'C the proGram ,~c:t::.; 1.1J,JCl''\'r:-1Y. 7ne pl:;.;. \'lill 
spe"il'YLlle e,bjccti YeS of 'the evaJ.u:J. U'.J:1, :l:-i.J.lytical techniques to 
oe er,ployt:ci. anel data requirements. Respo! 1:.Ji oi li ti es of eelch 
particip-1ting ort;3nization will be identified as \'lill be their 
specii'i<' dat3. gathering requirements. Systems and procedures :'or 
datn ,;3tllerinc and processing will be plarmeci. All of ttis work ~:.us: 

bc CO!: [ll._'teJ ,Jnd .J.pp!'oved pri or to selec tiol1 of the fi 1'S t group of' 
pnrticip.J.tinc :armers. The farmer ~r.J.il1inc courses will be used as 
a major means of data generation. The contractor will train farmer 
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training course i:1:::tl'uctors in the L;se of ;.:;urvey r01'/tI~ ailli 111 .j,ll,l 

collecnon ::~tl:od:::. ~~ will also 3 . ..;i:;; l ill ti)C ; il'"L ll';jiillllC 

sessions \';here base line dClta is to be gathered i'rom parLicip~1l,iilg 
farmer:::. A ~ the 8!\d of the first year of the program and prior to 
cor:!r:,I,':.:;''::~1t:n~, c1.' rc;r"'ctiLment dnd ',rainir!i:: 01 the ~jeconci s'TOUp of 
farn;':!'.~, the contra,~~or wi::'l Y'eturn to Kenya for (j month-long 
eV3.lu:!c:.io:l if: \'Jl2t:i, GOl\: and A.LD. persormel wil:;' participate. 
fused em ;L"U:,gs of the evaluation progr::lf:J, modifications will be 
Jn3.dc :''-;rci,(; ;JI::COllJ yc:ar r S program. Sirrilar evalu3. tio~,:~ 'tIill be 
conduc ',,(;1 at ~11e ehi of t}~c ;:;r;;cond a;1d third years. 

5. J~an Conditions and Covenants 

The loan agreement contains four conditions precedent to 
disbursement of funds for any part of the loan. Three of these are 
standard: 1) a GOK Attorney General's opinion that the loan agreement 
is a legaJ,ly binding document, 2) speciman signatures of authorized 
GOK representatives and 3) evidence of the source and availability 
of the COY- contribution. The fourth CP requires that a detailed 
plan for Part C activities from June 30, 1975 to June 30, 1978 be 
mutually agreed upon between the GOK and A.I.D. The plan must 
include plans for administration and evaluation of Part C activities. 
The purpose of this last CP is to ensure full understanding of and 
agreement on all aspects of the project as well as its timely 
initiation. 

In addition to these CPs, the loan contains a number of 
covenant6,warranties and undertakings. Two are of particular 
importance. First, the GOK agrees to deposit all principal and 
interest r~payments of seasonal production credit loans in a special 
account for joint reprogramming by the GOK and A.I.D. The loan 
agreement or implementation letter will specify that in reprogramming 
these funus first priority will be given to programs assisting less 
progressive small farmers and to any additional requirements of the 
Part C program. This covenant will be in effect for initial 
repayments and any credit rollovers for as long as AID and the GOK 
agree, and will ensure, insofar as is pOSSible, that all loan funds 
will ultimately benefit the rural poor of Kenya. 

The s~cond covenant with special significance in terms of 
future A.~.D. and GOK involvement in programs affecting less 
progressiVe small farmers calls for a comprehensive annual joint 
evaluation of loar. activities coupled with GOK agreement to 
incorporate evaluation results into existing or planned programs 
directed at small farmers. Inasmuch as Par~ C of the loan is one 
of the first comprehensive and extensive small farmer food crop 
production programs undertaken in Kenya, evaluation findings 
should be extremely important in guiding future efforts in this 
area. 
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In negotiating its planned 1975 $30.0 program loan to Kenya, 
the Worle Bank has negotiated a number of very significant 
agreements to promote accelerated agricultural development which 
AID sup~orts. A.I.D. has discussed these fully with the GOK, 
which understands these are an important framework for the AID 
assistan~eJ although these agreements wilJ. not be specific 
conditions of the AID loan. 

First, the Government has agreed to substantially strengthen 
the planning and implementation capacity of the Ministry of 
Agricultut:'e. This will require priority development of new projects 
and increases in local and expatriate staff. A.I.D. plans to 
support this initiative by providing funding for four agricultural 
planning officers in the reorganized planning unit of the Ministry. 
Second. the GOK has agreed to substantially increase the development 
budget for the agricultural sector. As noted in Part I. B. 2.a. 
above, Ministry of Agriculture development budget expenditures for 
the years FY 1975-78 will inrrease from ~he original 1974-78 Develop­
ment Plan figure of b59.0 ($165 million) to b9B.4 ($275.5 million), 
an increase of 66.8 percent. In addition, allocations for labor 
intensive r~ral and secondary road construction have been greatly 
increased and these categories will receive over 44 percent of all 
road construction funds for the period FY 1976-78. Third, the 
GOK has agreed on the importance of maintaining cost/price 
incentives for agricultural production. As noted in Part I.B.2.b. 
above, in January 1975 the Government took steps to significantly 
raise basic grain prices and has further agreed to keep prices 
under review in light of the cost of inputs and changes in income 
earned in other sectors. 
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t~.NNEX A 

Kenya's Agricultural Sector 

A. Introduct-,ion 

The folloVliIlg is a selective treatment of the Kenya agricultural 
sector. Generally only those elements which affect or are affected by 
the Agricultural Sec~or Loen are treated in any depth. For a more com­
prehensive d~scussion the reader is refer!'ed to the 1974 Kenya Development 
Assistance Plan (DAP), the 1973 IERD Kenya A3ricul tu.ral Sector Survey arid 
the 1972 ILOt0NDP Report, Employment, Incomes and Eiuali ty. 

E. Role of Agriculture in the Kenyan Economy 

~'!ll.ilc a[jri~ul ture ha.s declined in relative "importance as Kenya's economy 
!'illS expandec1. ~.t is still the dominant sect'Jr by almost any measure. Agr·j cul ture 
provides a li vr:':J i:-tood for approximately 85 percept of the ;;Jopulation and out-
:.:id· .. · OJ' " sel"vices" i::; the largest wage employer. In 1973, agricul ture 
(i;lcluding !:3ubsi:,:,ter,ce production but excluding forGstry and fh:hing) !lI'ovided 
approximately 32 percent of GDP, (in constant prices) down from 38 percent ~n 
J 9ol~ but~ still almost double the contribution cf ti1e second leading sector, 
government services, and neal'::'y triple the value added by the manuf8.cturing 
sf'ctor. Of agriculture's output approximately onE-half is in the monetary 
sectcr. Although there ts variation from year to year (due in large part to 
vari3.tions in weather and fluctuating international commodity price levelsL 
agricuJ,tural exports--pri~arily coffee, tea, meat products, sis~l and pyrethrum-­
account for ['.0-70 percent by value of total commodity exports. 

0'.'122 "c'r,e pas-:: decade the sector's performance has been fairly good. The 
avera2;t' real gr'Jwth rate of the monetary sector of agriculture durIng the 
per'iod 1964-1973 was 6.0 percent; non-monetary sector output grew somewhat 
more slowly (3.7 percent), giving an overall growth rate of about 4.7 percent. 
T!':_s compares l'lith the overall real JDP growth rate of about 6.8 percent per 
annum :)drtr.g :.he came period. In 1973 the agricultural sector recorded a 
real growth rat~ of 5.0 percent with the monetary portion rising 7.5 percent. 
For 1974 overall growth rates are not yet available but marketed production 
in cur~~nt pric~s grew 14.6 percent over 1973. Smallholders normally provide 
a l.1.t th ever half of the marketed productton as well as nearly all the 
product} 0,; not entering the monetary se ctor. Thus, smallholders produce 
roughly 7":- percent of the agricultural contribution to GDP. 

C. GOK Agrtcultural Sector Development Plans and Policies 

Untll recently the GOK's agricultural development strateg; was largely 
hused Oil pl'()du(~tlon of cash crops for market, primarily export. The large 
farm SUb-sector wa::> reduced under various settlement and land reallocation 
schemes but not so fast as to cause substantial production declines. Large 
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numbers of s:i1allholders were made active participants in the market economy 
through the development of smallholder cash crop production programs. In 
general this strategy was successful; the growth in marketed smallholder 
production n~urly doubled in value terms from 1966-1973. However. this 
stratel~ h£.s E .• lso led to wlde variations in the value of marketings (and 
incomr::s) between similar climatic and ecological areas reflecting t.he time 
of entry and opportunity for entry into producti8n of the specific crops. 
Market weaknesses for traditional exports further reduce the feasibility of 
continuing this strategy as a long-~un basis for devel~pment. 

Thl: cash crops for export strategy was only one component of an implicit 
GOK policy of taxing agriculture, either directly or indirectly. and utilizing 
these resourC8S for the development of other sectors. In many respects, the 
agricultul~l sector was left to take care of itself. TIlis was particularly 
true of smellholders not producing export crops. Allocations of GOK resources 
reflected thi3 relative neglect of agriculture as the Ministry of Agriculture 
recei ved only a small portion of the development budget. 

More recer.rly a shift in attitudes toward a6ric:lture has taken place. 
The GOK has realized that the agricultural sector in the coming decade must: 
1) provide a s::)Urce of employment for about T.J pel'cer.t of the additional labor 
entering the IT'.arket; 2) provide food for a population growing at about 3.5 
percent per allnum and an even more rapidly growing urban sector; j) provide 
raw materials to support the projected 10.2 percent growth in manufacturing 
outr,ut; and 4) provide a means of addressing the income distribution and other 
equity problems which confront the nation. 

1he gOals ~or the agricultural sector contained in the 1974-1978 Develop­
ment Plan may be summarized as follows r 

1. To achieve an annual sector growth r~te 8f 5.2 percent in constant 
priceE during 1974-·1978; 

2. To achieve a growth :;,n marketed production of 6.7 percent per annum; 

3. To impro'v'e the distribution of rural income by obtaininG a significant 
increase in the proportion of farmers who obtain a cash income from 
their lanrl.; 

4. To de"l.3e methods of developing the less favored areas and to promote 
a more even development among the different areas of the country; 

5. To incr~ase the opportunities for employment in the agricultural sector; 

6. To improve standards of nutrition in the rural areas; 

7. To increase agricultural exports; 

8. To complete the T(enyani za ti on of large-scale mixed farms and to 
make signi~icant progress towards Kenyanization of ranches and 
plantatit:ns. 
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The st~ategy to achieve the sector goals is based on an increase in 
the rate of public dev~lopment expenditure in the sector from $33.8 million 
in 1973/197~ to $66.6 million in 1977/1978 total development Expendjtures 
over the Plan period would be $252.7 million, as compared to actual e'~endi­
tures of $79.9 million during the previous plan period. 11 Similarly, 
recurrf::nt e:cpl~r,di tures for the Plan period (1973/1974 - 1977/1978) were to 
ir;crf::8se to :t2C3.5 million. as against $125.6 million during the ::.)68/1969 -
1972/1973 period; the detailed recurrent expenditur~s projection w1der the 
newly revised budget for the Plan period are not yet available. 

The; major emphasis according to the Plan will be on more intensive land 
use wIth tlw highest priority in the exp~nditure of fu~ds given to programs 
aimed nt h~lping large numbers of small farmers in smallholder areas to 
intensJfy production. In the high to medium potential areas hybrid maize, 
pyr'ethrum. horticultural crops, sugar and dairy product~ will be emphasized. 
For medium pctcntial and marginal cropping areas emphasis will be placed ~n 

d,evelopi: ,g ern!) varieties and cultural practice:.:> for alterna ti ve crops such 
as pubes, 05 ~c:(·'eds and sorghum. Li'lestock devl,lopment in low pocential 
~nd semi-aric Rr0~S w~ll be continued on an expanded scale. More intensive 
:umd use will a~ ';0 be encouraged thr'ough land adjudication and registraLon, 
through new jettlement scherr.~s and through the continuing suh-division of 
large-~cale farmer into smallholder units. LarGe farms will be maintained 
intact only as required to provide sufficient 
such as wheat, hybrid maize seed and breeding 
can be produced best on a large scale basis. 
tion are alse schedul~d to receive additional 

supplieb of cf~tain 
herds of livestock, 
Irrigation and soil 
emphasis. 

products 
which 
conserva'-

F::'nal components of the overall strategy will be to overhaul agricul­
t;lral rnarketin~r, and pricing policies to provide production incentives anG. 
to increase t{)~ capabilities and efficiency of the many stat.utory boards 
and corporations in providing services which will facilitate and encourage 
production, 

D. Agricuitural Pricing 

In the tr...f't:P publications cited in Section A above the pricing structure 
facin~ the Kenvan producer was identified as a critical problem. An over­
valued C;'lrrency and low interest rates leading to undervalued capital .. low 
produce pric~s. and high input prices were combining to reduce production 
incentives and investment in agriculture. 

Mor'e rec(mt.ly the situation has dramatically changed. Since the Kenyan 
shilling is tied to the U.S. dollar .. the continued decline in the dollar 
vis-a-vis a num~er of world currencies has in effect devalued the shilling. 
Interest rates 1ave also been increased to 10-12 percent from roughly 8 per­
cent. Produce" prices for major crops (maize. wheat. etc.) have been raised 

1/ The recently released Sessional Paper No. 4 of 1975 provides for additional 
development budget increases of approximately $28 million between 1974/1975 
and 1977/1978. 
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sub~tantially to near current world market levels. TI1e January 1975 price 
hikes brought maize to Ksh. 722 ($101) per metric ton compared to Ksh. 
444 ($62) in 1974 und K~h. 389 ($55)in 1973, wheat to K~h. 1111 ($1~6) 
pel' mr.,tl'ic ton or 43 percent 11igher than 1974 and 89 percent higher than 
1975 prices; and sugar cane to Ksh. 90 ($12.60) per metric ton compared 
'~:) K::h, ',~O :~~3.4}) in 197~ and Ksh. ~)O ($7.00) in 1973. Prices were also 
r'aiscd for milk and rice while prices for beef animals were decontrolled. 
Fa!' ca:..::, crops, :ouch as mfTee, tea and pyrethrum, prices have remained 
at runv,cra 11 ve levels. 

r.l"t,Lou,-~ll :!.:~pu::, prices have not bccr, rf;duced and ha'v'e actually increased, 
it app"p,rs t!-la t th,.' terms of tradE; betwf;tc'n the ar;ricul tUf'al sector and the 
remainu'.'l' of t~le n:onOlT(Ii' have begun to shift in agriculture's favor. A 
roue:h i:i,j":;'c'.ll t:.f'Eil pric'" :r.dex based on farm prices and quarltl tj cs ma:-'ketej 
of 10 c:'ops a[,d a farw:r consumer price i:ldex adapted from the Nair'obi 
Price I~dcx for ~ow Incom(; Groups shows an improven~nt in the terms of trade 
of about; ::::'. per'cell', from 1973/1974. The new J.975 price:.: for ac;ricul -cul'al 
~roducts lndica:'e ar, additional shift in agricul tur'e' s fa'Jor. 

Taken tOGether the above changes have result~J in a substantial improve­
ment jl! th'~ pl'icinC ",i tuation for' farmers; j. t:., pI'ice inct;nti '/es previously 
lc.ckinC 3.1"(: nov: a';ailabh., particularly for small farml:rs l(;ss seriously 
affected u;.' irJcreased input prices. Further evidence of adeauate returns 
for the: pr'cd iCt:l' is provided by the farm level analyst:s cont .ined in 
5ectio!'"~ .~ ,J{ 1 •• J.i:3 annex. 

iVlallpowe:'.. ?larill ins:; and Managemen t 

On", of trw mort:: serious problems which confronts the ::;ector' is a 
quantitative and qualitative shortage of manpower (also discussed in an 
insti tut-ional context in the following section). A GOK mar;pOWC:l' survey 
projel. ted lC)78 deficits of agronomists, semi-professional agro[;omisi:s, 
agricultur31 instructors/extension workers and other agricultural workers. 
A particular ;lroblem identified by the IBRD Agricultural St:ctor Survey is 
the shortage of women extension workers. 

Perhaps of greater severity than the quantitative short1all is the 
quali ta ti 'Ie p','oblem. Evaluation materials on nearly every pl"oject meptions 
the n~ed for ~reater planning and admi:listrative skills. The presence ~~ 
technical assistance personnel in various administrative posts indicates 
that the shortac;e of Kenyan staff with these skills is even more seY'ious. 
Planning is a particular limitation. In general, detailed, implernentation­
ready plans 1'0:' new projects and programs are not available. 
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The results of this situation are poorly planned projects, a lack 
of new, innovative projects, some diffj.culty in staffing up new projects 
and a slow rate of implementation. The implication is that outside 
assistance is vital in planning new activities which must be phased in 
very slowly so they do not over-tax existing manpower and administ!'a-cive/ 
implementation capabilities. It is also clear that operational rather than 
advisory personnel are needed and that training, both on-the-job and in 
the classroow, is requir~d. 

F. Institu~ions in the Sector 

The l'ollowing dOtS not describe all the institutions and organizations 
that are active in the agricultural sector. Only those which will playa 
key role i~ implementing the Agricultural Sector Loan are included. 

1. Thp. j\d.ni~ of Agri cul ture 

Th~; lar~f.:'::;t ol'baniza tio!! with the most pervasive responsibilities 
in the Agricultural Sector is the Ministry of Agricul ture (r-KlA). Total 
Ministry staff totals about 14,000 in the following seven diviGions: 
Crop Resear 0 h, Crop ProducU.on, Land and Farm Management, Animal Production, 
Range fv1anager;;ent and Livesc.ock M:trketing, Veterinary SeJ.'vic!;s and Eco:~omic 
Planning. ~he j\linistry al~o h~s a supervisory function relative to ei~hteen 
boards, authorities, commissions and corporations active in the sector. 

lOn' acti vi ties of the Crop Productior, and Land ar.d Farm Management 
Div~sion~ are particularly relevant to the sector loan. TI~ Agricultural 
Exterr;ior: ~:erv:l ee, [employing ovel' 6,000 people, comes wldcr the Crop 
Pr~duc~ion Division. In general, the service has operated with limited 
ef:ecti.veness. The reasons for this may be broadly grouped into three 
categories: 1) staff capability, motivation and mobiliLy; 2) extension 
approach; and j) lack of coordination. Particularly at the 10we11 or 
farmer conta..:::t lWlels, extension staff have been inadequately trained and 
lack tht: required technical knowh,dgc·. Also" the salary lev':L~ and pro­
motion sy:::tem prov~.d·_· little incentiv!; to do more than the minimum. Finally, 
the lack of staff mobility and general logistir~l support prevents the 
staff from mRking contacts. 

The ext.ension approach in the past has been to concentrate on 
ind5.vidual contact with large progressive farmers" largely to the exclusion 
of smaller" less progressive farmers, Research in Western Province indicated 
that 10 percent of the farmers judged as progressive received 57 percent 
of all extension visits. Similarly, women farmers (the major producers 
of food crops) have largely been left out of agricultural extension efforts. 
A few years ago it was deliberate policy not to give advice to women farmers. 
Today there are still very few women agricultural extension agents. Finally, 
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the extension advice offered has not been coordinated or integrated with 
a delivery system for inputs~ credit and marketing. Thus the farmers' 
opportunit.r to use l1advice l1 has often been curtailed. 

Improving the overall effectiveness of the extension service will 
require better training of extension personnel, greater emphasis on mass 
extension "~echniques aimed at small farmers~ provision for greater staff 
mobility, the development of staff incentives and the development of 
l:~:ctyated programs combining extension with credi t, marketing~ input::5~ etc. 

T'le Lar,d and Farm Mac'lagement Division coordinates technical ma'Gters 
r",la tir.gco land and farm management and all'jcul tural credit. In this 
rnle thF; Di vi.sion collects data from farmers 3.nd prepares costs of production 
estin.~tes used in calculating credit requirements for various crops. 
Normally more data has been collected than used with the greatest :::hare of 
attention t,aid to la:cger farmers, The Division needs to inc:'ease its small 
farmer focus and pay particular attention to collecting data needed for 
planning. 

2. The Agricultural Finance Corporatiorl 

The ,\griculturc\l Finance Corporation (AFC) is a statutory boad 
established b.r the GOK in 1963. It lends to large and small farmers~ to 
public and private co~porations, to local wlthor1ties~ and to individuals 
servinc t~e agricultural sector (e.g., private tlactor hire services), 
Ir. 1972, Jj percent of ArC's loans ($33.6 million) went to 2,500 large 
farmer.:.: and 17 per:::ent were for l4~500 small farmers. The AFC has 33 
b!'ancL office.:: in l" . .!T'ai Kenya, and in 1973 had 120 1'i'~ld staff. Far'mers 
must go to a branch offi~e to obtain E loan application (sold to farmers 
for K~h. 10 - $1.40 - each), and until recently, th~ loan ~pplication had 
to De .sent to Najrobi for approval. Currently, AFC is (:xperirnenting with 
allowing local approval of loans by some branches. 

;\11 J.ccounting iB done in NairobJ. and fa)'mer::.; complain Hat they 
often \\Tai t mo;.ths between the time tht:y sell their crop and the time that 
AFC notlI'ic3 i\.~A how much to deduct. In districts where the- K.·ny.::t Farmer's' 
Associatic;n (l\FA \ is not a crop buyer, APC has no way of t'ecov'c'l'int; loans 
throu2;h d. 'duct ions from ,~rops sold. Al though land Jeeds ar'~' c':.'::erally used 
as secu:'i ty for loam.i~ the AFC is extremely reluctant in prac".:.i'.:e to forclose, 
Arrearages have been a problem. In 1971, 49 percent of small farm loans 
were i:-. arrears for over a year and 23 percent were in arrears for two 
years or more. The loan repayments record has improved recently, but 
the default rate is probably still at least 20 percent for small farmer 
loans. 
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Some progress has been made in simplifying APe 10al1 form:..;. 
In February 1975, AFe replaced the oid eight-page form with a two-page 
form (one filled out by the farmer and one page filled out by the AFe 
tranch oft'icer). In 1975, AFC also reduced the miniwum loan from Ksh. 
1,000 ($140) to Ksh. 500 ($70). 

Tlv~ AFC also administers for the Cereals and Suc;ar Finance 
Corporation (CSFC), the Guaranteed Minimum Return (GMR) program. This 
program, also known as the Minimum Financial Return (MFR) program, was 
begun in 1942 to stimulate producUon by large expatriate farmers. 
In subsequent years it has been extended to a.1.1 farmers growin(,~ at least 
20 acr,c;s of 8i ther wheat or lvbrid maize. The program provides seasonal 
credit, which was raised from Ksh. 250 ($35; to Ksh. 3~0 (t49) per acre 
in February 1975, plus a crop insurance eJement (costin~ Ksh. 5. or 
.$0.70 per acre in premiums). Most GMR loans are collected for the AFC 
by the Kenya Farmers' Association. 

3. Keny~ Farm~r~' Association 

The Kenya Fal~mers' A3socia tion (KFA) was founded in 1915 by 
settlers as a cooperative for the purchase of agricultural inputs. 
Currently, 'che 2,500-rnember organization operates on a countrywide basis 
selling severetl thousand items used by farmers. The KFA purchases maize 
and wheat Z'.nd several other crops in its role as buyinG ac;ent for th,: 
Maize. ar'.d ?r'oduce Board (MPB) in the Rift Valley and for ;;he: liJheat Board 
thl'ougho"t J\r~nya. ".lthouc;h it is a cooperati';e, it is cornmcmly considered 
outsid(~ tne: mainstream of the cooperative movement .ill Kenya because it 
pro 1/jdes only limi teli ser'v'ices to small farmel's. WhIle It is true that 
oric;inally KFt mlO'mbership was open only to farmers with 100 acres or more" 
the mil-,imum Bc['eb.ge 1.0 be eligible for merdbership was reduced to 20 acres 
in 1969, an acreaGe that might include small farmers in some districts. 
liJhih, KFA do'"s not exl:.':nd credit to non-members, it does ;;erve small 
farmers not eligibl f : for mr:mbershlp, selling them inputs directly, or 
throu!')! its stockists on a cash basj s. (A stockist is a store or other 
outlet selling one .I!' more agricultural inputs). In many areas the KFA 
sLockist is the major ~ource of farm inputs used by small farmers. 

4. Coopera ti ves 

In 1974 there were about 1,060 active societies in Kenya with 
an estimated membership of 450,000 people. About 600 of these are 
agricultural s0cieties. 

?rimary cooperative societies market nearly 90 percent of Kenya's 
pyrethrum, 75 percent of cotton lint, 50 percent of coffee, and 30 percent 
of sugar cane and milk. Besides collecting" processing, and transporting 
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farmers' pl'oduce, many marketing societies supply farm inputs and seasonal 
credit(almost exclusively for the foregoing commodities). The primary 
marketing so~ieties are supported by 36 district cooperative unions 
which provide such centralized services as bookkeeping, transport, 
storage, and credit and savings facilities. Complementing this basic 
organization of prir~ry societies and unions are four former white settler 
farmer organ~zations. These countrywide cooperatives include the Kenya 
Cooperativ~ Creameries Ltd., Kenya Planters Cooperative Union, the 
Horticul tUl:':il Cooperative Union, and the Kenya Farmers' Association Ltd., 
which is involved in marketing farm produce and supplying farm inputs. 

'r.1~ apex orgenization of all the cooperatives is the Kenya 
National :-"edera tion of Cooperatives (KNlo'C) while th~ Cooperative Bank of 
Keny a Ltd. se lOVeS as banker for' the Coopera ti ve Movement. The Coopera ti ve 
Bank r'im,nce::' cooperative societies and provides an outlet for societies' 
funds and ~embership savings. Loans are extended to Lmions which in 
turn lend to societies for on-lending to members. 

The Ministry of Cooperative Development performs many functiot,s 
which would otherwise rest with the KNFC. This institution oversees 
and regulatfs activities at all levels in the Cooperative Movement. 

5. Thu Maize and Produce Board 

Tne Maiz~ and Produce Board (MPB) 1s a statutory body established 
in 1966. l"C 1.:3 £;o'/erned by a Board of Directors which includes represen­
tatives from both the Government ar.J the private sector. The MPB has 
monopol:r l:u(,trol uvel' the movement of maize betwe(;n districts (including 
export) Q~ well as o~~r a la~ge number of minor crops such as beans, 
cashew nut~_~, -::rou.f1dnuts, millet, paddy rice, sorghum and sunflower. 
The MPB bu:.'::; a:ld sell::; these commodities (except expurt:;;) at pricl~s 
fixed by gcImrnment, To carry out its responsibilities, the MPB employs 
a staff of u ·;·~r 700 a:1d operates about 35 buying &:1d sto['ai~(; depots. 
Storase capacity 1l:1d,r MPB control exoeeds 450,.000 metric tons. In 1973 
purchases of t:,,~ MPB totalled over $32 million. 

Cri ticisms can be leo/ieu against the Boal'd for it:::; lack of 
interest and ability to p'.lrchase small quantities (1. e., less than a full 
90-kilogram bag of any produce), the relatively small number of buyinr 
depots, and inefficiency. The IBRD has recommended that the Board be 
relieved of its monopoly role in maize marketing in an effort to reauce 
costs. 

http:Horticultui.al
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Four of the eleven commercial banks operating in Kenya -- Kenya. 
Commercial Bank, Barclays Bank International, the Standard Bank and the 
Goopera ti ve &..nk of Kenya (CBK) -.. are involved in significant agricultural 
~_ending. The first three of these have been established in Kenya for Jr' 'r 
yenrs and are linked with British overseas banking groups. The Cooperatlve 
}~nk of Kenya ~GBK) was established in 1969 to meet the needs of coopera­
'~i ve societies and to support the government's efforts to strengthei1 the 
cooperative movement in Kenya. In this role the GEK does not accept 
d"posi ts from nOl' make loans to individuals. It deals only with coopera­
tive unions and societies providing short and medium term credit (up to 5 
years) . 

From 1962 to 1973 commercial bank agricultural loans, normally at 
rates above those charged by government agricultura.l credit institutjon~.i 
ranged from 9.0 t(l 13.2 percent of credit extended by commercial banks. As 
0(' September, 1971+ the amount outstanding totalled $56.4 million or about 
10 percent of credit extended. Land is usually taken as security and most 
2.o:,ns are of less than 18 months duration. The number of loans is estimated 
at less trmn 10,000 with tho majority of the funds lent by the three large 
commercial banks going to large farmers. All h~ve experimented with small 
farmer credit sC:1emes and incurred losses. In general these banks have 
nci~her the interest nor the experience to effectively provide small f~rm 
cr·edit. 

FrOfr! 1968 to mid-1974 the Coopera ti ve Bank of KE:nyol madf: loans 
totalling Ovtr' $16.5 million. The CBK typically lends to cooperative unions 
2. '.~ ~nterest rates two pE:rcentage points below rates charged farmer,) while 
-:.hf. c-Jopera ti ve so~ieties have a one percentage point margin oetwe8n the 
r::.'.'''S they paJ the unions and the rates they charge farmers (currently CEl< 
lends at 8 percent, the unions at 9 percent and the soc1eties at 10 percent). 

G. Agricultural Credit: Supply and Demand 

1. Supply 

.".b;I·icultural credit is available from a nvmber of institutions ur:der 
a variet~' of proGrams for a 1.,ride rcnge of purpose's. The oldes':. sources, 
supplying pr'imaY'11y larger farmers, are the comm8rcial banks, t.he Kenya 
Fal'mers I Associiition (KFA), other similar but smaller input supply firms, the 
AFC (which absorLed the earlier Land and i\gricul tuml 3ank) , and the 
Guarante(·d Minimum Return scheme (GMR) administered by the AFC. Smallholder 
credit is availahle mainly from newer sources and from programs specifically 
introduced to help develop smallholder agriculture. These include the Kenya 
Tea Development Authority, Pyrethrun Board, Cotton Lint and Seed Marketing 
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Board , Horticultural Crop Development Authority, National Irr'igatlon 
Authority , Chemel1l Sugar Out-growers Scheme, cooperative societies, the 
Cooperative Production Credit Scheme (CPCS) , experimental programs of the 
major commercial bank~j and convnercial suppliers, smallholder ered! t schemes 
of the Av1D. and the FAO input supply schemes. Large quantities of credit 
for land purct~se and development have also been provided by the Agrlcul­
tu~a Settlement Fund (ASF) through the Ministry of Lands and Settlement. 
Finally. smallholder credit 1s also available from traditional informal 
sources such as other faadly members, village headmen aryJ local merchants. 
While these s~urces are growing 1n importance, they are probably still 
relatively ~.nslgn1ficant, 

Ir. broad terms the credit extended may be divided into three 
types: long, medium and short term. Long term credit is mainly used for 
land purchase with the ASF, the AFC and the commercial banks the major 
sources, It, is e..:timate:d that long term credit amounts to about 30 
percent of all credi t outstanding. Medium term credit is provided for farm 
development incl uding land clearing, building, equipment and livestock 
purchases. r.,b'Jut 45 percent of all credit is medium term provided mainly 
by AFC,the A~F, commercial banks and government programs. Short term or 
production cl~edi t is prov~, ed for seasonal inputs. Major sources are the 
commercial banks, merchant suppliers, the GMR, cooperative societies and 
various auth~rities and boards. Short term credit accounts for approximately 
25 percent of outstanding credit. 51 

Th~ actual amounts of credit provided by the various organizations 
are difficult '~o determine . In 1912 the IBRO estimate that outstanding 
agricultural credit from all but traditional informal sources amounted to 
roughly $135 million, of which 32 percent was provided by the ASF, 21 
percent by commercial banks, 23 percent by AFC, 9 percent by input and 
machinery suppliers (incl uding KFA)J and 6 percent by GMR; other sources 
accounted f or the r emainder. 21 Small farms accounted for about $50 
million of t hr, total outstanding, of which $35 million was lllng~term ASF 
credi t for ]and purchase. Of the total outstanding, about $37 million was 
for short term credit, including roughly $18 million from commercial banks, 
$12 million from KFA and other suppliers, $6 million from GMR and the 
r emainder from cooperatives and other institutions. 

Comparable figures or projections are not available for 1973, 1974 
or 1975. HO\O.'ever, short-term and medium-term commercial bank credit 

51 This discussion is drawn largely from Annex 7 of the IBRO Kenya 
Agricultu~al Credit Survey. 

)/ ~., Table 1 

• 

http:munsns.ou


ANNEX A 
Page 11 

out.starl\:iing to agriculture increased from $36 million in 1972 to roughly 
$'{O million in 1974, of which roughly half may be short term credit, 
includins rr-oductiorJ credit. Commercial bank credit to agriculture 
should cOl;+inue to increase in 1975 roughly in line with the 12 percent 
credi t ceilir,g, which would imply that short-term credi t could increase 
by about $~?-4 million. Credit from KFA, on the other hand, has been 
seriously restricted oy the liquidity squeeze and will probably not 
exce~d 4~ million in 1975, as compared with about $10 million in 1972. 
The GMR program has been increased from the $8.5 million level of the 
past 5(;ver3.1 y~ars to $14.1 million, and the amoilllt allowed per acre has 
been increased (due to higher input costs) from Ksn. 250 ($35)to Ksh. 350 
($49) Iur wheat and from Ksh. 180 ($2~) to Ksh. 350 ($49) for maizE:. Thus 
in th,' absence of Grne intervention, the total increase in the availability 
of production, credit would be the $5.6 million GMR increase: since the 
lih,ly incrl'ase in commercial bank short term agricul tural crt.'I~i t would be 
roughly ()t~f.::;ct (or more than offset) by the decline in credit from KFA. 
Most of t:,e increa,~e in the G1'V, program is to cover the higher credit 
allowance p-c:r acre; if fuliy utilized, the 1975 GMR program would cover 
290,000 acr~s (or abCJut 117,000 hectares) of wheat and hybrid maizE:, s 
compared with 259,000 acres (or about 106,000 hectares) in 1974. 

1. Demand for Cr~dit 

Any discussion of the demand for credit must acknowledge the 
already mpntioned differences between the large and small farm Eub­
sectors. For the: large farmers, agricultural credit j.s a vi tal component 
of th~ a~r'~cultural process. A large farmer cannot expect to possess 
all the investment and operating capital needed at various times during 
'the agricultural year. Since these farms are commercial operations credit 
::'s employed at all stages as long as a reasonable return appear's possible. 
It is this "business" attitude which makes this group of farms the 
recipients of most of the crudit extended. It is est.Lnated that the 3,000 
or so large farmer's receive morE: than 60 percent of all farm credit and 
over- 80 perC'.'.'n-c of the short and mediwn term credit from organized sources. 
As the value' of t!ieir production and the costs of production increase, the 
demand for credit from this group will expand. 

Turnins to the estimated 1.2 million smallholders, the need 
and demand for credit is less clear. Smallholder credit is often viewed 
as one of the most direct ways of encouraging smallholders with limited 
financial resources to adopt farming innovations and thereby increase 
their level of agricultural production. Yet smalH:old,..:-r credit in Kenya 
only had limited success. The rate of expansion cf credit has been low, 
re~~~~~nt rates have been generally poorer than anticipated, and the 
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corl'elatipl) between loans extended and increased productivity remains 
unclear. !±I 

On,:: of the basic assumptions underlying smallholder credit pro­
grams if; that ;:.he rate of capital accumulation in small-scale agriculture 
is very 21GW arId th.::: farmer is held back from adopting available innova­
tions due to the lack of sufficient funds. However, there is now a 
substantiill afTiouct of evidence indicating that a great deal of capital 
fOI'matioTl is being £;enerated in Kenya f s rural areas. Irlvestments in 
permW,"I:t crops, land purcha~e and improvement, large: self-help 
collpctio~ fu~ds, high enrollment in rural schools charging relatively 
hie-h fees, and investment in nen-agricultural entreprenul'ial businesses 
sug~ests ~onsiderablE: rural savjng~. Included among the sources for such 
cash sUI'plus are increased price:;.; 1'0[, export crops, urban-rural rl.:mi ttances, 
and profits from trade and oth(~r rur'al business acti vi ties. 

I~_ addltioYi, alternCitives to formal credit exist such as iiiformal 
lE.:r.dir.g arId the liquidation of non-cash assets fcom which farmers can 
finance a~ricultural innovations. Coffee, for example, u crop havin~ a 
long gap between initial investment a:,d the beginning of a cash flow, has 
been rapiily adopted in Central and Western Provinces with very little 
access to credit. 

Ii' 'Jt.:!'e is indeed surplus savings in the smallholder areas, then 
it is possi!).k to alternatively assume that the rate of udoption of certain 
ag['ic1l1 ".u~C!l innovations is low because returns to investment are low, 
perc,:~ 'Jcd to be low, or that the high risk is too great r'Ol' t.he possible 
gain, The qL;8stion of returns to investment is critical to small;101der 
credit SChcrJes, Oi "len a smallholder f s le'/el of tecrJlolo,':Y, skill'-.:, 
resource~, acceSs to land, labor and services, his perceptions of the 
value of invcptments based upon his opportunity costs and the potential 
of risk may vary suLstantially from a statistical ar:alysi.s of costs and 
returns. 

Evidencf; sUGgests that for marlY persons it is rIot the lack of 
finances ou t ra tL' r the lack of other essentials which rer:C!:~r' returns too 
low ::mel/or' risks too hi2;h to justify in'/estment. To g<;t :::. hiGf: returr: on 
snJu.:L::'hold",r investment, among other things, there faust be a.-:ailable to the 
larme2 at an a.ppropriate time and reasonable cost supplies and equipme:Jt, 
expertise, labor, transport, find marketing and storat~e facilities for his 
produce. 

Y For a comprehenl3i ve discussion of creJi t for smallholders, see AID, 
"Small Farmer Credit in Kenya", AID ftrtri1~ Review 0;: Small Farmer 

Credit, Volume VII, February 1973 (by G.F. Donaldson and J.D. von 
Pschke) . 
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There are persons, however, for whom the shortage of working 
capital is a real constraint to the adoption of new technologies. The 1972 
2:10 report on Krmya suggests that there may be a major need for credit when 
a farmer is unable to generate domestic savings for purchased inputs or 
hired labor, when the inputs are available only in large individual quanti­
ties, and when there is a long-period between investment and cash returns. 
There are also farmer's who are unable to obtain development credit because 
they are technically "uncreditworthy". This ::'ncludes many .Larger smallholders, 
both 0,1 settlement schemes and elsewhere, who !'mv€ their collateral fully 
pledGed or are otherwise ineligible to participatE; in credit programs. Often 
part of the farm is under-used I'or want of resources to bring it into 
productiOtl. eredi t can and should be" US,",l t.o nromote the use of r ~w technology 
aLd the adoption of innovation; it can lessen short-run ha:,'dships and reduce 
the risks associated with i!1Ilovation. 

But ~hethcr or not crpdit is a critical constraint to certain 
individuals it may not be the only constraint. If all production essentials 
are not made aVdilable~an integrated fashion, there is little chance of a 
project's success. Evidence from the AID-financed Special Rural Development 
Project in ViUga (Hestern Kenya) indicates that both farmers with and those 
wi thout credj t adopted hybrid maize once information, supplies, etc., \'/ere 
made more accessible. 

TI1C poor rep~yment rate on smallholder loans may be partly 
attributed to the low profitability of the crops being financed. However, 
recent evaluation reports on smallholder programs also attribute a high rate 
of arrears to tbe inexperience of smallholders in the use of credit. Once 
an enterprise i.3 perceived as a good investment opportunity, farmers receiv­
ing credit ShOllld be instructed as to the terms and obligations of the loan. 
Ideally, the farmer recipient should also be affiliated with a lending 
im;titution (a cooperative, for example) in which he nuy participate in policy­
making, and in which he ~s a vested interest. 

1'0 summarize, it can be expected that demand from large farmers, 
mainly for short and medium term credit, will rise as input prices rise and 
as productio[; 'If wheat and maize increases in response to higher output 
price::;. vii th l'espect to small farmers, the IBRD Agricultural Sector Survey 
estimated that about 500,000 out of Kenya's 1.2 million smallholders may be 
classified as progressive farmers, and that about 200,000 - 250,000 ~ve 
access to formnl credit, primarily for export crops. Perhaps another 300,000 
to 400,000 smallholders could potentially be progressive farmers, although 
there are no available fi~res which allow estimating the size of the group 
with any preciSion. Over the long run, a large percentage of the progressivE 
and potentially progressive smallholders will probably use credit, both for 
food crops and non-food crops. The rate of increase in demand will be 
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largely a function of rate of im.p~'ovements in access to cred1 t and r<=lated 
services, Le., a function of the rate of I.mprovement in institutional 
capaci ties. 

IL th':.' short r'm, i. e" for 1975, the demand for credi t is expected 
to increase sharply due to improved price incentives and increased input 
costs. The GOK hopes that current Wheat and maize prices will be adequate to 
intensify land use as well as bring an additional 40,000 - 60,000 hectares of 
wheat intc r::roduction, and an addjUonal 30,000 to 40,000 hectares of hybrid 
maize, The d<=rnancl for production credit based only on the increase in area 
under' prodUction, assuming all farmers use credi t fur inputs ("rid assuming 
the crl::di t f .i.gures pOl' Lecta['e given in Tables I and II of Section II,B. of 
the ProJ"ct Paper), would be $3,) to $,-.3 million for wheat and $5.6 to 
$4.8 mil1iorl for maize; or a total of $7.1 to $10.1 million. To the exte~t 
tJ:.at cr .·eli t a:Llowances pel' h(:ctare are higher in p!'actice than suggest€d in 
;->::ctLon II,l:. uf th-, Pr·..l~(;ct Paper (A.g. the GMR l'cvel of $121 per b::ctare 
ra tl.t:r t'1an $87.50), and to the extent that higher input prices lead farmers 
to set:k more c~edit for intunsification of production on existing hE'ctarages, 
the incremer.tal demand would be correspondingly high<=r, perhaps on t;l(~ order 
of $12-15 IT,illion. Thus with private sector credit supp:i.y (commerC':';'al i:·anks 
and KFA) stagnant and only an additional $).6 million available to meet 
incremental production credit demar,d from GMR., tlief- unfilled c;:->edi t gap for 
1975 (in the absence of the AID loan) is on ~he order of $8-10 million. 

3. ?roblems in the Agricultural Credit. 2yste~ 

C.i.'hE-. :first identifiable problem is an imbalance in the system. 
While lons-es t'3.blished sCl.crces of credit ha'Je continued to service a large 
farm sub-sectot' Glminishing in relati'!C: lrnpm:'tance,; thes<:: old sources have 
not been r;xpand,?rl or adapted nor new S0urces (kveloped which effectively 
cater tn the [~'~j' ... Ting ~imall farm sub-sector. Consequently large farmers 
still l't:;cei'l(; mJ::' t of the credit. The transfer of land has also been a drain 
on tJi<; cr··.·di1: .'::jstelTi as funds, resources and attention were drawn away from 
development i}urpo:::es and channeled to the purchase of land (simply a 
resource' transfer). The result was a lack of concern for small farmer 
credit neE'ds. 

Clo~E'ly related to the above is the lack of integrated policy and 
policy-m.:tking machinery under which the system function::;. The farm credit 
system operates in relative i::;olation from the overall fina.lcial management 
of the nation. It should function under more clear-cut national guidelines 
and obj~ctiveR. There 1s a need for a central policy-making grcup,which 
includes representatives of all institutions invol~ed. 

The institutior.s in the system tend to ,y.,reremphasize security, making 
~dequate collateral the most important criterion for granting a loan. This 
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works against small farmers with little to offer for collateral. Also, the 
present credit system is often not. closely integrated with technical and 
managerial de-"elopments in agriculture. eredi t prol-;rams are frequently 
not based en research and there is little contact between ext~nsion and 
credit. III '.-h1s situation credit is extended for thl! wronG purposes and 
wi th 11 ttl,: real chance of recovery. Finally, enforcement measures 
regarding lean repayment must be strengthened and u:~ed. Tht:: government 
agencies have traditionally been reluctant to use their powers of fore­
closure. 1hus there is a tendency for farmers not to view credit as an 
oblibation but as a gift. In this situation a few ut,nl:i'it. at the expense of 
the many for whor.J the credit is not available. 

The' agrieul tural credit situation and the above problems as they 
r~late specifically to smallholders are discussed in the following section. 

H. Smallholder ~ub-Sector 

Ther": :11'8 roughly 1.2 million small holdings in Kenya, of which _ about 
2:.) percent are less than 1 hectare in size and 25 percent are between one and 
two hectares. it':1re2.y are these smallholders "subsistence" farmers in tb:­
sense of being larg'~'ly self sufficient. Most small farmers sell portions of 
their output with nearly all crops serving as potential cash crops and in 
one area or another in one season or another they may be major cash earners. 
Even farmers who produce only enough of a crop to equal their consumption 
may sell some of t~e crop at harvest and buy it back later. 

Much o~' the agriculture is hoe culture, but ox plOUGhing is 
importan t, in a few areas. Seasonal labor shortages are a proiJlem. The use 
of new technologies and modern inputs is very uneven. For example farmers 
in c(:;f'tain ~H'2as see:m to have adopted new technologies such as hybrid or 
composite mai~e to a large extent. In other areas only a very small 
perL!en tage or th2 far'mers are using improved maize. A similar situation 
exi!3ts for fertilizo' and other inputs. Generally it appears tht1.t the con­
straints are more tho;,e of opportunity than a resistance to change. Small­
holder adoptio0 of tea, coffee and other cash crops is a clear indication 
of a basic receptiveness. 

The smhllholder faces particular problems in the supply of inputs 
and services, J,ncludLng credit, relevant technology, marketing and, as 
indicated ea~ller, extension services. Inputs are often not available 
within a reasonable distance and in the quantities required. This reflects 
the past development of the input distribution system, which has been in the 
hands of the private sector and geared to larger farmers and export crops. 
Low demand at the village level results in few outlets and low supply which 
helps keep demand low (i.e., it is a self-perpetuating system). 
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Part of the input supply difficulty is related to the credit system. 
It is estimated that ~~ll'iim 200,000 smallholders have access to formal 
credit. Little or no credit is available from any source for sUbsistence 
crops. 1'110 c:.ctual need by small farmers for credit is the ~ubject of some 
debate as no G,,:d above. The arguments that small farmers need credit to 
acqu 1.r.: ,::api tal i t.ems and that the capital is perhaps availa'cle from other 
sJurce:~ aI'I; pl'~ented elsewhere. Based on field study in preparing Part C 
of th'.' loa!" however, i t. i~ our judgement that certain c;roup;~ of small 
farmt:f':; ld:f"d a!,d can eff":ctively use credit. Further we belic\!e that credit 
can \x. ,:'t., iffipurtar:t element in inducing farmers to adopt no; ':aricties or 
ideas whjeh they might view as too risky otherwise. Also as tnese farmers 
becom(: more c:.JITunercially oriented their need for credi.t will grow. 

The C,.ll'j'ent [.Jl'oblem is lar£ely an institutional one with a lack 
of or[;anizaL.'c"::,s <=.'01·; tc provIde small farmers with credit. Thus current 
demands, whic1. rna:1 l)(' small, cannot be met and any expansion is prechided. 
Developing the institutional capability is the key first step. 

The body of t'.'chnology on which to base wide-reachinc; smallholder 
production program:; is in~omplete in Kenya. For a number of crops such as 
maize, coffee, Lea ana wheat thet'e is a su~stantial mass of technical data 
available for' th·; mair: production areas. For other crops such as pulses, 
oilseeds, sorbhum and horticultural crops, only limited information for 
limited ar0as is available. However, research on the agro-economic a~pects 
of productiun and on :;mallholder farming system is particularly lacking. 
Also the 10\'le1' rainfall and marginal production areas have not recci ved much 
attei,tion. 'l"':,US tec~lnical information '~o USi! of smallholders is not always 
available. 

fl.'!.. though marketing was not identified in the J\enYQ DA1' as a serious 
con~traint, ~c t is apparent that for slll8ll farmers producing other than 
traditional cash crops locating a market can be difficult. The marketing 
of cash crops sl:ch as tea, coffee, pyrethrum, milk etC. is \'Iell organized 
with r.Jarke,.:i.nc:; boards, private industry and cooperatives in·volved. Most 
pric~es are fi x.::d. The problems are ones of management and keeping marketing 
margins down to ensure that producers receive an adequate return. 

It is in the area of maize and minor crop marketing that the small 
farmer faces tne more serious problems. The Maize a"d Produce Board (MPB) 
is the ultima-::'e buyer of these crops. The Board operates a number of 
buying stations throughout the coun-::.ry hut coverage does not extend to all 
areas. The Beard has also not been in tereGt,"d in buyinG extremely small 
quantities. At the same time, the cooperatives have been reluctant to get 
involved in the marketing of food crops such as maize. Similar situations 
exist for other ininor crops . Obviously, if production of maiZe and other 

minor crops is to be increased and marketable surpluse..s created, a guaranteed 
buying point \'lithin a reasonable distance must be available. 
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This will require that the cooperative and/or the MPB and/or other organiza­
tions to establish new facilities in a large number of new areas. 

1. Illustrative Farm Budgets and Benefit/Cost Rat.ios 

These budgets are based upon generalized cundi tion::.; from data 
supplied by the MOl\ which were modified by information gained via inter­
views witn the coopere :;i ves and field visits. While they .repres~t, to the 
best of our knowledge, a true approximation of the farm budgets they should 
be considereJ illustrative. 

'me, oudgets on Tables I-V ::;ho'"", that in spite of the recent increase 
in fertilizer prices it still gives an economic return to the farmer. The 
tables are t'ased on the assumption that even without the civailabili ty of 
credit for inputs the farmer would still use his land ~or production but 
would rF-,ceJve a much lower return. The exception is Table V (Passion 
Fruit) whicb could not b~ 11 commercial crop without a relatively hig!. level 
of inputs. Thus Table V considers the availability of credit for inputs 
as the critical criterion for the farmer and thus the benefit/cost ratio 
is based on an assumption that there is no production without credit. 

In eJ.ch case the prices reported are the current prices, which 
reflect the Y'c;cent increases by the GOK. The interest rate of 1010 is the 
actual rate of interest the farmer pays for his credit under Parts A, B 
and C of th~ loan. 

'::'h;. benefit/cost ratios vary between 2.98 ar.d 2.) with the un­
weighted average being 2.63. This means that not only are the additional 
inputr:: a Good investment for the respective farmer but that the marginal 
','alue pr(,duc-';s of the investment in each crop are remarkably similar. This 
rough equality of returns implies that the recommended packaGe of inputs 
for each crop is generally appropriate, and that no SUbstantial gains would 
accr·u·:; from a Significa.1t shift in the pattern of production among the 
farious crop". Thus the utilization of the credit along the lines 
illustrated in the following farm budget tables (I-V) should not result 
in any significant misallocatj.on of resources. 



TABLE I 

WHEAT 

illNEFIT/CCST RATIO OF CREDIT '·F]NANCED INPUTS PER HECTARE 

Output/Kgs/he~tare) 

Price 11 (Kshs/kg) 

Valu,'· of Produc"',lon 

Without 

1,,323.00 

1.111 

Shs.l,,470.00 

Incrr~ental 480.00 

Pr'od u c t:L on CooS ts (Kshs ) 

Land Prepal'ation 

Seed 

FE;rtilizer (11'55:0) 

Herbicides/pesticides 

Planting 

Harvesting/drying 

Transport 

Inputs Subtotal 

Interest on Purchased Inputs g; 
Total Costs 

Incremental Costs 

Gross Margin 

Incremer.tal Benefit/Cost 
Ratio 

11 Kshs. 100/- per 90 kilo bag. 

345.00 

127.50 

263.25 

22.25 

50.00 

100.00 

44.10 

952 .; .. 0 

20.65 

972.75 

497.25 

174.49 

2.75:1 

51 10% Interest for 6 months on purchased inputs 

With 

1,,755.00 

1.111 

1,,950.00 

345.00 

170.00 

351.00 

44.50 

50.00 

100.00 

58.50 

1,,119.00 

28.24 

1.1 147.24 

802.76 

http:1,950.00
http:Shs.l,470.O0
http:1,755.00
http:1,323.00


TABLE II 

M A I Z E 

BENEFIT/COST RATIO OF CREDIT: INANCED INPUTS PER HECTARE 

Output 
(kgs/hectares) 

Price !I (Kshs/kg) 

Value of Production 

Incr"mental Vc?lue of 
Gross Output 

Pr'oduction !'cs t,s (Kshs) 

Land Preparaticn 

SCl:;d Q Sh. 2.5/kg. 

Fertilizer (TSP) 7',) Kgs 

Fertilizer (CA.l\J) 165 Kgs 

Insecticide (Diptrex) 

Herbicide (MCP!' .. ) 

Ha·.'vesejng iJ ::/-bag 

Sh(:lling ((j) 1/30-bag 

Transport @ 3/-bag 

Inputs SUbtotaJ. 

Interest on Purchased 
Inputs '5/ 

Total Costs 

Incremental Costs 

Gross Margin 

Incremental BEnefit/cost 
hetio 

F.ast 
Without With 

She 

2 .. 250 4 .. 500 

.722 .722 

1,,624.50 3 .. 249.00 

1 .. 624.50 

300.00 

41.90 

255.00 

300.00 

62.50 

255.00 

346.50 

601.50 

15.00 30.00 

24.00 

50.00 100.00 

}2.50 65.00 

75.UO 150.00 

769.40 1 .. 333.00 

L!..Jl 71.76 

800.57 1" lW4. 76 

604.:9 

823.93 1 .. 844.24 

2.69:1 

11 Based on a p~ice of Ksh. 65 per 90 kilogram bag 

y At 10;5 

West 
Without With 

1 .. 800 3 .. 600 - 40 kg 

.722 .722 

1 .. 299.60 2 .. 599.20 

1 .. 299.60 

300.00 

41.90 

255.00 

15.00 

40.00 

26.00 

60.00 

737.90 

300.00 

62.50 

255.00 

346.50 

30.00 

24.00 

80.00 

52.00 

120.00 

1 .. 270.00 

L!.d1 1bJ§. 
769.07 1 .. 341.76 

572.68 

530.53 1 .. 257.44 

2.27:1 



TABLE III 

PASSION FRUIT .!I 

BENEFIT/COST RATIO OF CREDIT FINANCED INPUTS PER HECTARE 

Output (Tons/Hectare) 

Price (Kshs/Ton) 

Value of Production 

Production Costs 

Seedbed PI'eparation 

S~;ed 

Fertilizer 

Sprayir:::; 

Transport 

Inputs Subt0tal 

Interest on Purchased 

Total Cost 

Gross Margi:1 

BenE::fit/Cc:;;t Ratio 

Inputs Y 

With 

5 
1,,000 

5,,000 

320 

100 

750 

1,,000 

60 

2,,230 

200 

2,,430 

2,,570 

2.5:1 

11 Without the utilization of improved inputs Passion Fruit is not 
considered to be a viable commercial crop hence figures are only 
available (and reported) for the activity utilizing improved 
input~. 

y At 10% 



TABLE IV 

f.1EXICAN 142 B E A N S 

BENEFIT/cos'!' RATIO OF CREDIT FINANCED INPUTS PER HECTARE 

Output 
(Kgs/bectar2) 

Price 1/ (Kshs/kg) 

Value of Production 

Incremental 

ProduG ·U. on Cos t,s 

Land Preparatiun 

Seed 

Fertilizer (TSP) 

Insecticide (Raga) 

Insectjcide (Endosulfa.:n) 

Funglc~d·" 

Spraying 

Harvesting 

Transport 

Inp·uts Subtot'il 

Interest CD yurchased 
Intputs y 

Total C')st,; 

Increr:ental Costs 

Gross Mar-gin 

Incr'emu!ltal Benefit/cost 
Ratio 

~. Interplant~d with maize 

Without 

675 

1,889 
1,275.00 

* 
120.00 

306.00 

48.75 

37.50 
39.00 

551.25 

35.47 
586.62 

688.38 

11 Based on Ksh. 1701- per 90 kilo bag 

y At 10% 

1,275.00 

428.56 

2.98:1 

With 

1,350 - 15 bags 

1,889 
2,550.00 

* 
180.00 
408.00 

4,00 

97.50 
62.50 
)5.00 
75.0) 
78.00 

940.00 

1,534.82 



TABLE V 

SUNFLOWER 

BENEFIT/COST RATIO OF CREDIT FINANCED rnPUTS PER HECTARE 

Output (Kgs/ilectare) 

Price ~ (K~hs/kg) 

Value of Production 

Incremental 

Production Gusts 

Land Preparation 

Seed 

Fertilizer 

Harvesting 

Transport 

Inputs Subtot.al 

Interest on Purchased 
Inputs V 

rrotal C'ests 

Incremental Costs 

Gross Margin 

Incremental Benefit/Cost 
Ratio 

Without 

600 

1,425 

855.00 

250.00 

20.00 

170.00 

15.00 

24.00 

479.00 

19.00 

498.00 

357.00 

11 Based on Ksh. 57/- per 40 kilo bag. 

g; At &~ percent 

855.00 

332.06 

2.57:1 

With Additional Inputs 

1,200 

1,425 

1,710.00 

345.00 

30.00 

340.00 

30.00 

48.00 

793.00 

37.06 

830.06 

897.94 

http:1,710.00


ANNE}C B 

Kenya's Economic Position and PrOSpectb 

'~e first section below discusses very briefly Kenya's cur'rent economic 
pOGition as it has evolved over the past several years, and its prospects in 
light of the 1=-olicies adopted over the past eigh ~.een months by the Govern­
ment of Kenya (GOK). Subsequent sections provide a morc detailed treatment 
of the balance of payments, money and credit, and public finance. The final 
section draws UPO:"l the first four sections and discusses the rationale for 
the balance of paJ~ents and budget support to be provided under the Kenya 
Agricultulal Sector Loan. 

l. CU1'rent Economic Situation and GOK Policies 

Kenya Gustained a rernarkably high GDP growth rate (in real terms)of 
6.8 percent ~er annum durin~ its first decade of independen~e (1964-1973). 
Toward the end ('1' tna t decc?de, however, questions began to arise as to 
'tlhether K(~nyn could or should maintaiCl the tYl:'e of development which had 
~re'Jailed since ::'ndependence. The balance of payments crisis of 1971/1972 
suggested that :'.:enya's high,ly capital-intensive and import-intensive I!~owth 
patterr: could not be sU$Jirined indefinitely. Moreover" rapid GDP growth 
had be.:;n accompanied by/'.macceptably low rate of increase in mGjern sectGr 
employment of only 2 pe"rcent per annum. Concern over this problem led the 
,;OK to ['equest an 110 employment mission, which concluded in its report 
-;::hat the GOK's employment and equity goals could not be achieved without 
fairly fundamental structural changes addressed at overc()ming the high 
degree of economic dualism inherited from the colonial era. II A subsequent 
IJ3RD Ba:o;ic l>onom:~c Report, prepared in conjunction with the drafting of 
Kenya's D"velopm2nt Plan for 1974-1978, concluded that continuation of the 
pri;viou:::; i.:;rowLh ;:Jattern would not contribute to reaching the GOK's 
'::!)jJloymlnt 21nel eqiAi ty objectives, and would be unsustainable in any case 
due 'to tlw emergc:nce of an 'mmanageable external resources gap. Y The 
i3RD recommcnd',J a development strategy based on fuller use of dumestic 
l'fcSOUrces thro\1gh greater emphasis on agriculture and resource-based 
industry. The pdncipal po~icy instruments recorrunended were shifts in 
development budget allocatlons (toward agriculture and resource-based 
industry, and away from social services and infrastructure) and price adjust­
ments designed to bring existing factor and product prices closer to their 

1/ I 1O/UNDP , Err.flloyment, Incomes and Equality - A ~trategy for Increasing 
Producti ve Em 10 ent in Ken a, (Geneva, 1972). h'ur' ""he GOK respon5e to 
the lLO IDP Report see Republic of Kenya, "Sessional F:::.per ~n Employment", 
Sessional Paper No. 10 Qf 1973, May, 1973. 

51 IBRD, "The Second Decade: A Basic Economic Report on Kenya", Report 
No. 201-KE, January 15, 1974 (in five volumes). 
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scarci ty values (and thus improve the efficiency of resourCt: use))./ 

Kc'nya'~; 19'rl~-1978 Development Plan, published in i>1arch. 1974. reflected 
':hc ,;OK's"Ij',nocal ace"p:,a!Jce 01' the recommendations of the ILO/UNDP and IBRD 
reports.::Y ,}11'~ i-'la:. ',':as out of date as :.;oon as it was publishe:d. however. 
duo co the- oil pr'i(;" i:_,:I'ea::Ot:s annoUl,ced in the last quar'ter of 197). Ir, a 
,_,ll-:y ::;ta"v',-,r~:'nt l'f- ~c:l::-,ed at thE: t':'me of Plan publica-+.:.lon, the GOK anrlounc8d 
Cl se:'iE:~; or' r,1ea:~u['(:~ :i n::'\~nded to protect the [.'alance ot' paymer1t:.; and 
ac(;,; l·::'a 'J",!',(; r'''stru~:t:,;t'ir'i3 of tie (;conomy; +,h(:;::.;e included the reintl'oduction 
0"' l:.)r.t~rol:~ :;:': :>'~ll:cted ",on-essentie,l irr.p0l.'t::::, increa;ced '..:h'_'at o.:ld ::;uc:ar 
pr'ociL".,;tioL ~'Ol' lrnport_ ::.;ub~: t:: tution J anu mor·; .rapid implementation of rural 
dc.' i"l'Jpm'~nt p~'Oi:';rCims.J 

=:~ ,]ifr,'~ "97~ ti1e}'JK introduced addi ~ion:.l fiscal and monetary pCllicy 
rLf::-(~,>L:re::-pr-in,'.ipa11j increar:>,d taxes, higher ilitr.::rest rates and ceilings 
v: t~',,, ,;XP2:1",,: ',';-, of -:recii t. to the pri 'Jate sector .~'/ Ir. January l(T(S new 
; :~~~l':r foo,.! p,'i-:,;~; wel'e alvwu!1ced which eliminated the subsidi:~ation of urban 
': ,)[lsumel':": ;L:d p r'ovided improved incen ti ve:j for domE:sti c prod '..lCe: r~; • Pi:',ally. 
;11 M~ty l~'/:, ~l'\e GOK published a compreheu;i ve statement of fiscCil, mom tary 
.,,;ci inl:om8,~ policie~~ aimed at maintainins pl'ogress toward Plan objective ,,; in 
~ace Oi' l 1'1" dl='ter'ioration in Kenya's balance of payments position ar,a 
!'wospe,; L~: sir,ce late 197).1/ In developin,~: its current str',ter:;y, the GOK 
has ,.ttr.1pted to "choose policies for our crisis years \"-.:i:11 in so far as 
!J,]s::;ioh reinforce our longer term objecti Jes of promoting growth. employment 
L'.:]Q an ':'r:,P1'o','8d di:.;tribution of income".§! In broad outlint:. the current 
-:;0]\ strct-'~<.';y i,' to restructure the economy rapidly enough to pel'mi t 
e:ontlnu<:c1 :It::'.'e: ;,opment wi thin a much more binding ext'';rI1Lil r'(;[;ou['ces constraint. 
7r.is rc,:.: ~l'e'J l'E:straining imports and prC'''1oting c;xpor:';3, which in turn 
:I::q\r~res tr:f.:: cDmpression of private and ~ublic s..; :tor con~~umption in order to 

,--------

1/ ;"01' a ::]("", lftailed discus:..;ion of the:se issues~ see the Development 
O'.'e1"; i 1;\'/' ,:tion ,):;:' the AID Development Assistance Plan (DAP) for Kenya 
: OctOl.lll', ':"74), Pp. 4-15. 

nt.~publjc uJ"' 
"\,)., l. '".--'~' ~ _ 

::":;Ja, DI;,felopment Plan 1974-1978 (t\airobi, 1974) (in two 
,'0:' a summary of the Plan objectives and strate,,::ies see 

'J i~';p\jhlj i' ( j' K"rlya, "On t.h,; Cur!,pnt Economic ;a [.1,111.1')[1 in K' nya", 
::':::r:i'Jr,iLl I'iq)",' No.1 of' 19711, fVi/lrch i,. 19711. 

~J dt;fJlJLllc 'Jl' KI;IIYh, "I',Uc1v,(lt ::ptll!(;h for' t.rl" 1,'1:'(:111 ',-"iL!' 1'/(11/(1,", .JIHI" I:' 
l~f(11 . 

11 J(f~pUIJUl: CJ" Kf'nYll, "On r';l:onomlc Prot;pect.:::; and i'll' :t:lI~:;", ::,':;:;Junal Paper' 
No. If oj' 19'h. j''r:lJI'uary 7.191') (r'e1eased in May. lSi7' ,). 

0./ ~. p.7 
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releasE: z'esources for increased production for import substitution and for 
export. To SUppOl'~ this redirection of resources the GOK aims to hold the 
domest.~l: j'ate or i:lrlat~on to half of the international rate, and to hold 
the ratE:J~ w2,ge jncrt'ases to roughly three-fourths of the domestic rate 
of infla ci, ,n. 

Theo poLicy miiSUI'es developed by the GOK co implerne,:t this strategy 
are di::;cL.ssed in f'.irthl'r detail in the section'-i below. 

2. I?alanc(' of Payment;,; 

Durin[~ Kenya's first del'ade of independence the GOK wa::; able to main­
tain ;, favo>:,able balanc:e of payment:3 position; avajldbj li ty of external 
r(:sou!'ce'-i was generally clot a constraint . AlthouGh the tI':ld(: deficit 
incrJsed from $30 million 1n 1963 to $140 million in 1973, this was offset 
by i:.,:rf'ases ; n net rp.~l'iJJts for ot~ler current account i tem:.o (e. g. tourism), 
so t!,a!~ the dt'~ficit on cUl-rent account remained relati'Jely small. The 
eXcp.ption wa~ 1971. when a l'apid dE ter:oration in the CUl'l'ent account 
:ala ee. combined with reduced net capital inflows, led tJ a substantial 
payments c'e1'i·.;~t. \Hth the imposition of import and credit controls the 
balane' ai.' payments moved back into surplu~ in 1972 u"d 1973. For ~ign 
exchange re38,'V8S inl;reasedi'rom $190 million at the enri of 1971' to $285 
million ((,r the equivalent c.,f nearly six months' imports; in mid-1973. 
R":::,orv"!s declirlcd thereaftel'i.'ollowing removal of controls, but still stood 
at CibO'.1t $231) million ('s of '.Jie 'end of 1973; the balance of payments surplus 
for 1S'7.? ... ms $25 million.21 

'l',,<:: impact; on K1nya's balance of paymEonts of the "oil crisis" and l,he 
accompa"'ying high ra : .. e of int<::rnational inflation was immediate and severe • 
. l:"hough the volume of imports increased only negligibly. import prices 
~!1creased nearly ~O percent. with the result that imports increased froln $600 
:;:illi on in 1973 to nearly $950 million in 1974, Export prices also rose, 
,Jut by only about 25 percent, so that the trade deficit increased to $290 
million (as compa,red with $110 million in 1973). Other current account 
items and the capital account contjnued in surplus, leaving an overall 
payments d, fic.i.t of $93 million, This was financed by IMF drawings and 
other sp'. c ;a.i balance of paymer.ts assistance of $54 million. and a decline 
ir. resel've: of $39 million; at the end of 1974 foreign exchange reserves 
were $190 million, or about two months' imports. 

21 J"or 11 dl 1,I1J l,'d rl1cC4::o10n of t.hf' c',ol ut j or. Krny.'l':~ h!ll.'lI1l!'· of rllyrn .... I1!.:~ 
po::!t!')ll OVI:I' tht! paflt u(:vI'rIl1 ,Yflaro. IH~" JMP, "K<'llyn - 11"':<'111. 1':cIIlHmllc 
D(;v':loprnf'nto", Rf!port ntvVl11/2)',; OCtobN' 1'" ]')74, 
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~:.(: ;OK ir::e:.ds "':u !'ely on fiscal, ;')c:1eta1':,' 31hi ':':"'0111,·,' p,i i,·j,·~ l", 
affc:c: 1~ til': r IV..lre growtrl rate of imports and exp,wts, f.dppl,:llt!,: L',j hy 
specific !:i·::tsures to limit imports and promote exports. The policy 
packap~ i::: aiml'd at holding the grcw'h 1'8. t: uf imports in real ter'ms to 
2 P'c!'C'.: L p':!' a:.r.'cinJ (as c...!mpared with 7.' p';rcu:, d: .. ri:JC the period 
l(."'.l;-J.(f,';~ a:. i :, pla!1::ed rate of (;.7 p0r· 'It); and lLc:".asinc; the I'eal 
t::rowtlJ l'b':- .1' ,':x[Jorts "VO 8 perce:,t ('/e1su;:; 4.5 per~e:·,t 1964-1972, 7.0 
puc",:.'. ,)';" 'd for' 1974-1978). The maj~Jr oV'"J'all policy measures incJ.ude 
r(;':::tr'a .. :.·, .". ;',lE I.:xp"ndi tu:'es, bud/jet r,~allocdtions, high(;l' tax(:s, continued 
rest:",,::.:,::; .. :L,' expi::nsiC:J of credit to th(:: privat(~ sector and parastatals" 
and W::l;:' 1 (::.;4:r2i:.t. T11':.: GOK has also it'lc:tituted a Lumber of ['lore.: specific 
bal;)(,c(:: ~lr pCly::I' 'nts measur,;~. '.ro limit 21 impc.;rts, J~.he i;OK IBiS jrlcreased 
tax,'s 0), i~a:::)li"; by about :£0.12 per gall:)n c.nd re.ccntly r'(:duced Uk 
I'aximlil'l :::pf;"-d limit from 70 m.p,h. tc Co m.p.h. '::":.th reSr)(:ct to nor;-oil 
i:r.poy,t!..i, the' C-;OK has al::"eady introdllced sehcti ve restricti.on::.; on imports 

f :;orl-r;S::';l.·:l ~'~'lls, and is cO!'~:ider'ir.g imposing further restrictions and 
poss IlJ1:/ a~;l: +.: .In', 1 ::.a~es t~.x('j. Negotia tio;',s wi tl1 Uganda ar.d Tanzi.'.niii 
'=!['(. ('(,Lt;r. .. l::l!: C'JrlcE::rni:lb t::-c development of a mure uniforrrJ East African 
{.~orr 'un:. '.y ,(,2.1} fft.I'uc + .;re, wfli ch would tend ',:,0 inhibit import;3 of capital 
3.i;". ntermedidte ,",;00:::. W The GOK is also considering a ranc;e of 
Tile 1 res inter"j, ,d ",0 encourage 'import substi tution, impr'o'le thL' mainte.:J.nce 
aru: Qtilizatio:l uf existing capital goods and facilities, and discourage 
speculative in·:~cnL;f'Y accumulation. The JO peL'cent subsidy on exports 
of mar,',; ;'act !'(:d good:: which came into effect in November 1974 will a1.SO 
bf~ conti r. ued. 

!:".2:. (',i or1 an as:';E:s:~ment of the li:<;:ely impact of the aUO'/(; measures and 
on eX;,Jl;ct' ,j i~:'f. l'lds if: :Lmport and export prices, the GOK and IBRD have 
prc\J(jc . (;d tr-ad' d' ficits')n ~he order of $380 million (cUl'ren L prices) for 
19'7 -1(,"(0, i:.,.d (Ul'rent account deficits of $280-300 million. Assuming a 
': ,'a!ual ir:crc'asc in net long term capital inflows (public and private) 
;:'!'orr al. 'c:ithated $121 million in 1974 to $190 million in 1978, the overall 
p~,ymcrlts d(ficit '''basic balance lt

) would increase to about $170 million in 
197/:), t:le:-l 0",:1; n(; to $100 million by 1978. Since rt:servCc-s should pI'obably 
l~l)t :X' lL'aWlldo·\·/:. an:, further, (and in fact will haV~ to be built up slightly, 
since jy 191~ the present level of reserves would ~over only about one 
m:x.t:. t:; ::'mpcrts lthf: deficj twill havp. to be fillC'n,:ed by balunce of payments 
n~::;istil;,ce :'1'(% ·.'arjO\l~ sources, principally the IMP alld the 13RD. 30rrow­
in/" or. :.!Lb :;cal .. will substantially increase Kenya's external debt, a1 thouC:-: 
t),I' 1:.',;21 ;lU.; ':~it,lmatl·d that the abo'Je proJectior.s imply an increasl' in the 
(jr.!,t . r"d,t, l'iitlu from :lbout 4 percent in 1973 to 11 percent by the end of 
the 1S!70:.; (''{0.1uding Kenya's share of File: rl.~·bt .. whi eh is largely se11'-
liquid" Utl/..i·. gI 

W For cU :3cussion of the rationale of a more unifcrm tariff structure and 
i t5 pos::ible impact, see the IBRO Basic economic report" Annex 3 ("Key 
I:::;sue~ In the Private Sector tl

), Chapter 3. 

!51 IERD, "Kenya Program Loan", Report No. P-1574-KE, May 6,197=:'" p.17. 

http:impor.ts
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The GOK and IERn balance of payments projections are based upon an 
a::sumed growth rate in real GDP of 5-6 percent per annum, as compared 
with tLe Plan target of 7.4 percent. If the population growth rate 
contir,ut::'; dt about 3.5 percent per annum, this would permit an apparent 
increast: in real per capital GDP of 1. 5 to 2.5 percent per almum. It 
should bt· not.;d, however, that the balance of payments projections assume 
a continued deterioration in Kenya's terms of trade, which implies that 
the GLP fi[}lre;~ must be adjusted for th8 income effect of the terms of 
trade. lhus in 1974, real GDP increased by only 4.6 percent (due largely 
,,0 poor weat.her and the dampening effect of higher import prices), but 
real inco~nE: adjusted fop terms of "(;rade ':'ncreased by only 1 percent; thus 
per l!c;pita real im:ome actually fell by 2.5 percent. However, the GOK 
projects irlcreases in real income per capita of about 1 percent per annum 
in 19'rS and 1976, 2 percent in 1977 and .3 percent in 1978 . .!21 

). MOLE:Y and Cr'edit 

Mon(;tary P0l.lcy has played a generally passive role in Kenya until 
'lui te recently. A3 noted above, the GOK responded to the 1971 balance of 
paymE:nt~; di:t'i.'iculties by imposing selective credit controls (July 1971) and 
est:i01ishing a 12 percent per annum ceiling on the ~rowth of commercial 
bank cr-edit to the private: sector (February 1972).W These credit measures, 
combined wi th the extensive import corltrols introduced in January 1972, 
brought ilbolit an absolute decline in imports between December 1971 and June 
197j, when t~lE: credit and import controls were lifted. 

I, tho case of the current balance of payments crisis, the GOK has 
dec:i.dt:d to atloid imposing extensive and detailed credit controls and import 
con:,L)l!..; .if possible, due to the excessive distortions they might introduce 
i:--,tO the economy over the relatively long period the balance of payments 
adj'eJ::;tm(;nt prcce;;s is expected to last (Le., to the end of the decade). 
Thu;; in ,iune L974 the C8ntral Bank of K·._'nya reintroduced a general 12 per­
c2nL cciLnt: on tbe annual increase of commercial bank credit to the private 
sector, Lut dld not rei!Tlpose selective credit controls. The Central Bank 
stipulated th1:!t the needs of the agricultural sector and of African small 
enterpr:ises be met in full. The 12 percent ceiling was also applied to 
public enterprises other than the Cereals and Sugar Finance Corporation. 

w ~;, '~;:Jl onal PH.Pt'r' No. 4 of 197'_i, Table 1. The IBRD projections assume 
:.;orn(~\"'ha t lower- (}DP growth rates and c,re thus less optimistic. 

~ MlICI, (II' '.liI!\ (HL1(~uGlJion 1G drawn from IMF Hcport ~iM/74/2~'l, PP. ),)-4). 
I\DPt'lldll~(':: 11 Ilflrl III or thp 1''-'POf't DT'PE- .... II~, dt't[lll!~d dr;;t'rj~)tjCII" of 
(;OK rj,·v,·loprIllHiI. t:\J!·poC'Il1.111nr: /1llr) 01' nonhIlTII', f'lrln.rlrJnl lr,t."t'IW'clln.rl n r:. 
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In addition, the Centr'al Bank extended the 15 percent liquid assets 
requir'c.:ment to non-bank financial institutions and established closer 
control ove~ local borrowing by foreign-controlled firms. In July, 
the Central Bank rc:ised minimum deposit and lending rates to brinG 
the inter~st rate structure in Kenya more closely into line with inter­
natior,al intE:rest rates. The legal minimum interest rate on time and 
savi~~s dcposits was raised from 3 to 5 percent, and the minimum lend­
inG ratE: f:"GIn 7 te> 8 percent. As a l'esul t of thE:se measures actuaJ_ 
lentlinc; ra"Ses moved up 2 to 3 percentage points to the 9-14 percen-~age 
ranc;e. 

TIl~ imposition of the 12 percent ceiling in the ur~ual increase 
of commercial Gunk credi 7, probably had u significant restraining influence 
);1 tiK: v.JlLifGe of 1974 imports, althouGh rising import prices must have 
played a ;:;i;,;nificant role as well. Overall c!"'edi t outstanding ro<:e by 
only 9 pcc'c(n t in the SiX-p.lor:th period up to December' 31, 1974, wilereas 
the incceas,:; emd beEn 10 p • .:rcent and 28 percent in the previous tv!O six­
mOnl:.;-j p',~rioJs. Trade eredi ts for imports rose by less than 1 perc(:nt 
betwc.:en JunE. and Dece:mber 1974, as compared with increases of about ~)O 
pl-::rcent bf·tweE::n JaJ,uar'J and June 1974 and 25 percent betwef:n JunE and 
December 197.5. Cl'e·,ji t to the agricultural sector rose by 44- per(~ent 
(from :1;48 million to $67 millicm) in cTune-Dec('mber 1974, and increased 
from F3. C) p(:rcc:nt of total credi t out~~tanding to 11.6 percent, indicating 
that t:l r .' C':-fltral Bank' E' ef::'orts to inSUlate agriculture from the effects 
of tLr; I~ l'(;d::' i', ::;quer:::-:e I/"_'e generally successful. They were unsuccessful 
\oJit,h l':.:.ry·:t to trw Kenya Farmer"s A;3sociation (KFA), however, loJhich was 
forccl. :),\' T,11t crE'di t squeeze to reduce its own short-term lenJL'lg for 
a~ricilltural input purchases from about $10 million previouslJ to $5-6 
iiljl~,ion in ]97~). The effect of higher interest rates ::;ince mid-1974 is 
mono di:'l'iclJl t to assess, although it may account for some of the easing 
1[: Clemand fcll' credi t from pri va te households,' financial insti tuti ons and 
domestic t~aaurs. 

i'leC31'dir,[:,: future policies, the C,,,ntral Bank will probably maintain 
the credi~ ceilings beyond June 1975 for as long as the l:alance of payments 
is substantially in deficit, althouch there may be some relaxing of ~he 
ceili ::,-~ ~'ii:;\lI'e (from 12 percent to perhaps 13 or 14); in any case, credi-::, 
restric:.':"ons ere to be a major meam; of bringint; the import.s down to abot,;,t 
20 percent of GDP by 1979, from the curl'ent level of 25 percent. The 
Centl'i"l flank has apparently also decided to usc; manipulation of the interest 
rate :,;r.l'ucture as an active instrument of policy, and wil:;" initiate a 
compreiJcnsi ve study in the ne:ar future of ~he level of interest rates 
and possible ~djustments within the interest rate structure. 
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The GOK's fiscal performance since independence has been impressive. 
In 1964 Kenya had a requrrent budget deficit and relied on external 
assistance for support of the entire development budget. As a result of 
a strong tax effort (tax revenues rose by over 16 percent per annum in 
the post-independence decade) and successful efforts to control spendingJ 
the GOK was able to support an increase in development expenditures averag­
ing 27 ~ercent per annum with reduced relative dependance on foreign aid 
and minimal reliance on domestic borrowing. Recurrent budget surpluses 
have been a major contributor to domestic savingsJ which reached an 
exceptionally high rate of 24 percent of GDP in 1973. Government has 
also been a major contributor to investmentJ which rose from 14 percent 
of GDP in 1961+ to over 25 percent in 1973. !.2/ 

'l'he GOK in tends to continue to rely heavily on fiscal policie::> to 
support its current strategy J particularly in restraining expendi tur'fo['J 
reducing GOK reliance on domestic borrowing and reallocating budgr}t 
expendi tures toward more productive uses J especially in the rural :.,;(;c Lor. 
The outlines of this approach were clear in the 1974/75 budget (introduced 
in Jun0 197~)J which included tax increases, a reduced rate of growth of 
current expenditures J and a 50 percent increase in ~linistry of 
Agriculture development expenditures. Subsequently the GOK produced a 
revised forW€lgcj. budget for the remainder of the Plan period (1975/1976-
1977/1978). 121 The forward budget projects real rates of growth of 
development. and recurrent expenditure of 7.8 percent and 6.3 percent 
resp'}ctivelYJ as compared with planned figures of 12.3 and 11.2 percent. 
Revenues are projected to increase at about 11 percent per annumJ or 
slightly below the planned rate. With respect to the composition of the 
budget, the GOK has attempted to shift development expenditures "toward 
agriculture and rural developmentJ toward early maturing and quickly 
productive ~roJects and towa!~projects with low import reqUirements and 
high employment potential" • .!l! The most notable reallocation of 
development expenditures is the SUbstantial increase in funding for 
agriculture and water and the concomitant reduction in the share going 
to construction of roads J bridges and government buildings. 'I'hrj p':Y'c8ntag'O: 
allocation of total development expenditures for agricul tun~ and water Wd.!:: 

increased from a plannec 22 percent to 35 percent (as compared with 15 
percent dudng fiscal years 1969-1973)J while that for roads J bridges 
and buildings declined from a planned figure of 21 percent to 10 percent 

121 For a detailed discussion of the GOK's fiscal performance J see IMF 
Report SW74/235J pp. 17-26. The tax system is described in the 
report~ Append~x I. 

l§I Published with Sessional Paper No.4 of 1975 

rI./ ibidJ p.17 
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(as compared with 35 percent in 1969-1973). Moreover .. of the amounts 
allocated for road construction .. 45 percent will be exper.ded for 
secondary and feeder road construction .. compared with 22 percent in 
fiEcal years 1973 and 1974 . With respect to recurrent expenditures .. 
the reduc~10n in the projected growth rate was achieved larcely by 
fr,;(;'zing tIll': [))'oportion of U;" budget allocated to education at the 
197')/1976 figure of 34 percent. This implies that recurrent expenditures 
for' vducation in future years may grow only as rapidly as overall 
expenditures (7 percent)~ whereas educational expenditu~e had been 
growi::c; in recent years at 17 P(:['c,~nt per annum. 

5. RatioLalF: 01' t.he Loan 

DO-;-,I- t:Jo ILO/L'NDP report and the IBRD Basic Economic Report 
concluul'c; that achievement of the GOK!:, employment and equity goals 
would r'equ:i.n: tha-c K'2nya maintain 1ts lligh grow~:1 I'ate while restructur­
ing the pat,'l.t~r'n of growt.h to a:.:;sur'e greater cClltlpatibili ty between out­
put and eq'Jity ob~,ectiv'<;, W The principal threat to maintenance of 
the C'-i' tjrowth ['atc. throl1bh the remainder of the decad,; is the difficult 
halane·.: of payment:: situation Kenya faces. The major potential or Ectual 
constraints to thF.:: rapid re:..;tructuring of the pattern of crowth (which 
requir'es much grea ~cr' empha:-.::i:..; on rural development in general and on 
smallholder agricultural production in particular) are pricing policies .. 
planning, insti tutional capabilities .. and availability of domestic 
r'esourCe_,S. 

The Kenya Agricultural Sector Loan addre:.:;ses these constraints in 
several way:-'. First, the $10.1 million of the loan available for 
support of' l:xistinrs crcdi t insti tutionc.; and programs (Parts A and B) 
will disbu!~e quickly a~d thus will provide support for Kenya's balance 
of payment::; tn 1975 t::.!J well as augment the domestic credit and budget 
re::;OUl'CCS ,"'milntle: for short-term agricultural lending. The additional 
pI'eduction ,';UPPol'tu'l by the credit could save as much as $.50-35 
millicn 1.. i'ureign exchange by saving up to $24' million in wheat 
impork Ellia providing up .. to $11 million in corn output available for 
import-.s~lDstHution or export in 197) and 1970. (This addic.ional 
PT'oJuct~on is assumed in the balance of payments projectior.~ given in 
TuLle 1.) I\lso .. the principal and interest repayments from T?arts A a:-ld B 

18/ For It , atterapt at quantification of the possible output/equity 
tradecffs in Kenya see Annex I of the IBRD Basic Economic Report .. 
particularly Chapters 4 and ':i. 
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which will be~ome available to the GOK in the second half 0f 1976, 
will provide additional resources which can be directed tc existing 
creelj t pr(Jgl'arn~ or to expansion of the kind!) of acti vi ties supported 
und'~!' :ar't C (services for less progre::;sive farmer's). The $3.4 
millluf' pr'o'Jickd under PLl:'t C will disburse over tiL.~r;l_ years anu thus 
will make li r.tle cOL'I'1bution to alleviation of the balance of payments 
CO:1'-1tl'aillt .i.r: 197 r). It wIll, howe'Jer, contribute to the increased 
flow 0{ U ve10pment financing whiuli the GOK has buil~ into its 
balance or' payments proJecUr)Cls. Much more importantly, Fc,!'t C will 
provide technical assistance and financial resources to support GOK 
efforLs to d 0 velop improved systems for extending necessary services 
to srnalli1CJ1.Jc:' food crop producers; the jr.-v,:lopment, operation and 
evalua tion of these systems will make a '.raL.mbl e contribution to the 
plannir~{'; of proiSram::; fell' smallholders and to the development of I;he 
relevant institutions. 

In :~umma":,,y, the loan addresses the e.J:tt:rnal res Jurces constraint 
:n the- :.:;iIOl'i; tr.'t'L: (Parts .fl. and B) and meJ:ium term (ral't C), the 
:lomestic res(,urc(-s ccnstraint in the ::;hol't term (f'al'ts A and B) and 
medjum term (Part r; and reflows from Parts A, Band el, and the 
plarming alld instj tutiondl constraints (Part C). The prici;og p'Jlicy 
eonstraint is not addressed explicitly by the loan due to the 
adequate increases in producer and consumer prices of January 1975, 
together with subsequent GOK statements concerning c.1gricultural pric­
ing policy and the inclusion of an agricultural prices covenant in 
the IBRD Program Loan for Kenya. Howr~Vt~r, 1 t has be(m made clear 
to the 00]\ in ctiscus3ions concerning the loan that. favorable A.I.D. 
cons~d~ration of the GOK:s loan requpst is partially attributable to 
the GOKI::; recent favorable pricing policy. 

Thl" rationiJ.ll; fOl' Part e of the loan 1s di3cu::;s~d at length in 
[,mll!X Card ne/·d not. IJe elaborated here. Wi th respect to l':trt::; A and 
~\, jl. l'Ii11 be useful to consider first the ('xternal and dcJmc-:.:;:ic 
t'/;source 1!.'lPS whi(,h Parts A and B are addressed to, and ::;c;cond, the 
adequacy of GOK efforts to keep these gaps within managl'a.'ule limits. 

According to GOK figures, the balance of payments 
dlficit now projected 1'0-;" 1975 is on the order of $160-:i.70 rr.illion. 
The GOK has received 1975 balance of payments a::,si stance com,1i tments 
thus far of c'ver $140 million, including $30 million wlder the IBRD 
Program Loan, :;;86 mi 11ion in IMP drawings (inc1.uding $l)+ million for 
the first crud i' tranche, $52 million in Oil Fac.i.ll tJr and Extended 
Facility drawir:g::, and $20 from +,he proJectf.:d increase in Kenyal.s 
IMF quo~a), an estimated $21 million ~n assistance from othe~' multilateral 
source~; (EEe: $15 milUon, UN Oil Facility $1.'( mUlion and Afric:an 
Development Bank Oil Facility $3.8 million), and ~t,7 million undel' a U.K. 
program ':'oan. The ~)10.1 million available under Parts J-. and B of 
the loan will assist the GOK in filling most of e:e remainder of the 
projected gap for 1975. 
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It is extremely difficult, of course, ~o give a precise estimate 
eith~r of the production impact of the crejit provided under the loan or 
of the ~~hort-term production credit" gap." The demand 1'01' production 
credi t is aff.,ctpd by Pi myriad of somewha'J unpredictable factors including 
faciD':'i' l"c:ac:tions to price incentives, perceptions of risk due to poor 
Whi U" 1 and disease, etc. The GOK approach has been to (estimate the 
credi~ ~cqulr'ements for increased input costs and the additional areas 
to b,' iJ20ught ir,to pro:'lllction, and to assure that availability of credit 
doce; ,-;','" :, come a constraint. This requires an tJstirrl';tl; of the supply 
of cruiit, 'dhich the GOK has don(; on an incremental basi~ hy a:::suming 
t,hat [H'Odl,(;tion cre(li t from tradItional sour""s (commel'cj al banks and 
ir:put ;~\(ppliers) would decline or remain about constant due to the 
'.:1,,:(11 t ';Cjd'C': C, [.lnd that the GOK-f'upplied credit wot;ld have to make up 
fDI' any df.'ci i ne j f, private sector credi t, cover part of the incrl'ase 
in productiun CO~L~, and cover the increa~es in wheat acreages and 
aCI"011'.>.':':; pI '.ntcd to high-yielding curn varieties (as well as incrf';ased 
aer"':u::,:' '~' UI,!' 'I' pas;',ion ~ruj t, haricot beans and sunflowers). Thl; 
.incr':mt:ntaJ ,Lrnand for production credit, based on increased costs 
for \~xisting acrear,;es and prujectLons of additional acn::age rl:CjuireL.! 
for wheat and maize is very roughly $12 - 1', million (See Section G. 
Annex f...). The additional amounts i:"vailable for wheat and maize 
production ar,~ the $5.6 million increase in Guaranteed Minimum Return 
(GMR) funds and 'c.he $8.7 million fl'om the A.I.D. loan for a total of 
:);14. j million. Thus, the availablE: credit may somewhat more than cover 
the rbrii t'ement,~, although the decli.ne in tl'adi tional pri '.ra te Gc;ctor 
credi t rill ;c:ht incr(:ase demand for pU:Jlic Sl'ctOl' crl.::di t sUI'i'iciently to 
bring (j, 'If,and j nt" rough equality wi 1,h supply. Also, the GOK has 
dE.'llb(;~j, t,c· I :\' att:mr';l to keep credit :..;upply slightly ahead of demand 
tu <10SUr'( 'i,ut ~r',,_'~ is not a constraint. 

'l'lH: " crt:cll c, gap" could, of (:"111',", be filled by internal borrowing 
ra\her Lhan by external borro'.-ling from A.I.D. (which is vihat th, GOK 
hu::; aetuall:1 ": on i,l, interim basiS'I. raver, ~hc curl". :,' c'f',,,Liit 
sque,,"zl.:: and I UOK t s obJective of holding dOIll,_, tic prict., increases 
below int'·l'nb.tional price :lncreases, external borrowinb ::'s ,.~(;c..l'ly 

the pre1'er'lllJl(: course for the GOK. Moreover, production c:redi t is ';112 

one area which is al)le L, ubsorb substanl.ial addi tioned :'lnancial 
resource's p L"'l: t1 vuly in the short run fur food crop ;wodu(!tion and 
for whicr lU{"i!/; increases are necessary in 197';. 
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fls regards GOK policies, both the lMF and the lBRD havp conclu~t>d 

in recent documents that the current policy n!ix is appropriate and 
tha tit should be adequate to permi t Kenya to adjust to a new foX ter'Tllil 
equilibrium position whil2;providing maximum support for the GOK 
equity and output goals. In addition, an IMF mission to Kenya in 
April concerning Kenya's use of the lMF Extended Facility endorsed 
GOK policies and recommended substantial continued support of Kenya's 
long-term balance of payments adjustment program, subject to semi­
annual joint reviews of progress under the program. The lMF analysis 
has te~Jed to focus on credit policies, policies affecting recurrent 
revenues and expenditures, and on policies affecting the balance of 
pa~:nneDl:'S over the short and medium run. Tne IBPD has concentrated on 
loager-run policies affecting the restructuring of Kenya's growth 
pattern, i.p.., the reallocation of resources to directly productive 
activities and rural development and the realignment of product and 
factor prices to reflect the scarcity of capital resources and the 
relativi abundance of Kenya's land and labor resources. As noted 
above, th~: GOK began the process of 'oudgetary reallocation in the Plan, 
bu t carried it much further in the budget for' 1974/1975 and in the 
revised forward budget for the remainder of th~ plan period (1975/1976 -
1977/1978). On product and factor pricing, the GOK has moved over 
the past yC'ar to set the prices of major food crops at levels which 
provjac improved incentives and eliminate subsidization for urban 
consumers, to restrain modern sector wages and salaries and to increase 
the cost of capital. The Central Bank raised interest rates for the 
fiest -:'ime ever in June 1974, and is planning to initiate a compre­
hensiuE: study of the interest rate structure in the near future. A 
far-reaching reform in the tariff structure is under review with the 
EAC part~er states, as is a possible reduction in investment allowances. 
The GOY.: has also considered exchange rate adjustments, although it has 
appar'ently decided not to devalue at this time, partially because the 
tieing of the Kenya shilling to the dollar has already resulted in a 
substantlal depreciation (on_ti1e order of 12-15 percent) against the 
average of world currencies.~ In general, the GOK's anti-inflation 
policies are de:oigned to gradually improve the position of the shilling 
and avoid the dis7uptive effects of a devaluation. 

It is too early to assess the adequacy and feasibility of the GOK 
polic":'2S, although both the IMF and IBRD have endorsed the current 
policy package and concluded that it provides a basis for substantial 

IBRD, "Kenya Program Loan", Report No. P-1574a-KE, May 6, 1975. 

The Kenya shilling Is pegged to the U.S. dollar at $1 
KS 7.14286 
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balance of payments assistance and increasen "evels of development 
a~sistar..cc. The GOK is aware that the very large planned increases 
in re.50UrC2 allocations to agriculture and rural developmert will 
rr~quiJ'e ag[~rr.·ssi ve efforts to expand relevant planning and implemen­
tatiun capacities, and has ~een actively assessing means of strengthen­
i;ll'; thp reit;vant,,,:\ institutions (as evidt:nced by requests for A.I .D. 
assistance in agricultural planning and health sector managem~nt). 
TIle: political f':asibili ty of the policy package is 11so open to question­
the polides imply a very slow rate of growth in r.al incomes, and 
some of "uhe policies (particularly thos~. ~ffecting eduction and wages) 
have already come under strong attack. ~ 

On balar;ce, the GOK's program of economic management appears to 
have rea~on~Glu prospects of succes~. It is a well-conceived, compre­
hen::;i ve and rl'ali::,tic program and has been fcwmulated with a full 
awar~nc:s~ of the operative institutional and political constraints. 
TIle progcam warrants full support from the inlelTIational donor 
com'TIunity, induding increased levels of assistance from the U.S. 

21/ In fact, the GOK was recently forced to relax its original 
guidelines on wae~e increases under' threat of a nationwide general 
strikf~ (among other pressures), although the policy r'estricting 
wage increases to les::; than the estimated rate of inflation is 
still in effect. The GOK also permitted an increase in the urban 
minimum wage from 240 shHllngs per month to JOO shillings 
(Th r: Central Organization of Trade Unions had demanded 400). It 
should be noted that real wages had probably declined by 10 
percent per year in 1973 and 1974 • 
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LESS-PROGRESSIVE SMALL FARMER SERVICES FROGRAM-PART C 

A. Objeo tl'!e~ 

The objective of Part C is to design and develop the capacity within 
t.he coopel'ativu system to organize and implement a program which will provide 
comproJ](;n:;.~ve tJl'oduction and marketing services for food crop production 
to le:.o:; pr'ogre;:;:::;ive small-scale farmers. 

rrlle :3,y~tem includes the selection, packaging aCld delivery of inputs 
['(:qui;'\:< -0:' ;;pcci1:'io crop combinations. ~t includes farmer training in 
u~e of Lhe~l: pu~kugos, cooperative participation and training for proper 
rnUJl:l:~enJon: o[ c)'L:ui t by the farmers. The sy~;tem require:::; coordination of 
itlput (It_,EvClj wi tIl field extension visi tCi to the po.rticipat.ing farmers. 
It lnLluGl:,; fr:'uvbion of m:J!'keting services based on prompt payment to the 
~':ll'mc::' :"0' lJ.i:~ produce combined with v'opcr stOI'Cil.je o.ncl handling of produce 
by tLt: ::oopc::t'~tf~':'ves. The system, to be implemented, r'equires training for 
Lo :.h Uw lo,ul coopl:r:l rive", arn field extons ion S1.~d'f o.nd o.::;swnes that -tile 
cll'Y'()nt. rI" LLvi ties 0; Lhe cooperatives will be expanded in terms of serv~cC!s 
pl'ovideJ, clientele and crop orientation. These modifications and the design 
of the system, along with their rationale are discussed in greater detail 
below. 

B. Prec:;enl. Situation 

The: [\Eni~try oT Agriculture (MOA) has designatcd seven geographic areas 
th •. '" l:'O pn :dornlnan tly smallholder regions to be the:;nrget locations for 
('1." Part (~ smallholder program. Table I lists the number of active unions 
~lnd Ule dl.'flliCtLcd cooperat:i.vc:.J identified by type in each of the seven 
tiL:;;_ rict;;, LoL:11 farm :':amflies, area anct average size of holdings plus a 
1 ist or' !\FA :lppolnted stockists within each district. Almost hnlf of the 
f>trmer:s ill Ulcse seven districts are cooperative members. The cotton and 
cereal cooperat,ives are predominant in the western districts and coffee is 
grown in all dis tricts listed. It is important to note that cooperative 
unions and member societies exist throughout the regions designated by the 
MOA. 

'Ihel'C are weaknesses in these cooperatives, however, which have reduced 
their effecLivenGss in supporting the development of either cash or food 
crop production bj their members. A~though cotton, coffee and dairy 
cooperatives market cash crops, individual producers of these commodities 
in Western and l,lyanza Provinces receive only limited ber.efits from these 
services since their holdings of cash crops seldom exceed one acre of cotton 
or one-half acre of coffee. In addition, the producers are predominantly 
cultivators of food ~rops--maize, beans~ groundnuts, etc.--for home consumption 
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~nd limited s~le~. Members cannot market food crops throuV1 their cooper­
utives ~3in,;(' the cooperatives are not authorized by the Maize and Produce 
Uourd to IJ,_! purchasing ag·O!nt.~. Another weakness of these cooperati v,- s 
i,:; tht:ir' l':llluy'e in most instances to provide input. supply services. This 
last ~~n~tl~int also applies even for the relatively well-organized cash 
Ict'OP COCpl:['~ tivc:J. The absence of an accessible supply of inputs limits 
th<' use 0;' improved seed and fertilizer for food crop production. 

De::pi t,e tllc~~(C problems, t.he organizational struct'J.re or the cooperatives 
in Ull pl'OL:r~u: Clrea is firmly established and it is the only a/3eI1cy which 
l'eClC;,l:::'; out t.o 1.:iO morc remotely situat.eJ and neglected smallholder. It 
L; po;:;,;ibli.:, vlith :J. carefully cO!1ceived, pr'operly supported program, to 
:)uilu the existing cooperative netvlOrk into a fully integrated supply, 
mar'kl:t1!1£:; :Inti credh system capable of fiupporting tr,c typical subsistence 
01'io!11,O,1 producer ::';0 that he can improve his econom'ic status and cO(!tribute 
to ehc food ~,Llpply of the cOW1try. 

C. The ProGram 

1 • fu c kc;rowKl 

Disc:ussions a t the MOA and Mini:Jtry of Coopera tl ve Development (MOCD) 
followed by extensive :'ield cOlltacts with personnel of both agencie~ have 
conLributcci t,) th'::: p:coposed plan of action designed to develop :m integrated 
service ~;:r" ~c;r:J. 'L'he pl'ogram also has been reviewed with cooperative union 
and sodc-::,y lc:tder::;hip of cooperatives in seven districts. 

'rhe iUnic; try of Cooperative Development per::;onnel :.:gree that the 
1::;.P.C . .'3. ~/ ,,,ysixln a~ present does not offer the lcss-pro[';l'essive small-
1:o~_(i8l",il opportlmity Lo employ seasonal credi t. for food crop production. 
'i.'il':y ;~l"lpp\'I'l. :;11 Inlq.-;rateJ c00perative development plan and recognize that 
til .. , CCl'(" ,i', CJLc;njt31 to:' ,iUt-'!l D. plan must allow more access by '.:.11e so-called 
i1i.ghe::'-l',i::;k l",~'r.1Cj' borrower than the C.P.C.S. system now perm::.ts. Tne 
rllOCD thl'ouc;il Lhl:: ~,lelierat.i.on of unions and societies is cooperating fully 
in the dcvelopr.lent of the program. 

'l"r.L r·1OA ha~; bc<.:n directly involvecl in the planning 1'0:' :'he program. 
AID'~; prl.1i~l'.J.Jll development consultant is oL'iced in the ~1inist!'y and has 
b()en :t:;d, ;lled :1 :\lll-time counterpart from the Mini::;tr'y's Planning Division. 
The pro).J()::.;cJ program has been reviewed with ull major divisions of the 

MjnLll'Y. The Extension aqd Training Divi.sion. CroJ' ?roduction Division. 
and Farm Mdnagement Division and the Economic Planning Division have 
responded favorably to the general outline. Ministry field personnel, 
Provincial and District Agricultural Officers and District Crop Officers 
have been contar,ted In the seven districts and have cooperated in the 
field surveys and assisted. in the formulation of crop production 
recommendations. Plans for far~er trainin~ courses have been reviewed with 
District Agricultural Officers (D.A.O.). 
1/ See Annex A for a discussion of the C,P.C.S. system. 
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2. Prcgr·am Components 

a. Administration 

An Inter-agency Coordinating Committee made up of the Directors 
of the principal divisions of MOA and MOCD will have the responsibility to: 

1. 
2. 
? 
..J' 

4. 

Approve the program plans. 
Coordinate program activities. 
Conduct periodic reviews of program progress and problems. 
RE.:iew the results of the armual evaluation and take 
appropriate action when necessary. 

'l'llC IvJOCD leadership of cooperative unions within the seven 
districts will be instructed to carry out the program. This action is to 
be followed oy t~:c assiGnment of additional field persormel to advise and 
Clc,c,ist U1C unioll:"; and theil' respecLi'le societies in organizing supply, 
mar'keting and credit systems. Action by the MOCD on this requirement has 
begun with th::.' recent assignment of additional cooperative officers to several 
wc:..;tcrn uniol's. 

iVlillistry of Agriculture Provincial and District Officers will 
be officially informed of the application of the plan in their respective 
areas. In:::'ormc:..l contacts have already been made. The field extension 
:::;cr'vi' (' w; ~ 1, be particularly involved in the proposed production system, 
organizi..'1/:'. ';~!e farmer tl'aining courses, assisting in the selection of pros­
pective pc .. rtid.p nts, and subsequently continuing field contact with farmers 
Lo advise them on the use of cash inputs. 

One-crop cooperatives will be converted to multipurpose societies. 
PfJany of the one-crop societies in the seven districts have by action of the 
membership c!ularcci tJlcmselves multipurpose cooperatives, thus making it 
possibl(' Lo 11~lnclle ;;upplie:" and to market a wide range of crops. This develop­
ment I'las pr'c CiP3 ';,ed by the armouncement last November of the availability of 
CT'f'cJj L to smull farmel'!:) fo1' food crop production (supported by Part B of 
th Is 10:111). 

h. :~llppll.l':; and MlIrketing 

COOPl'I'Ill.l.V 1 ' ulllons Lllld ~;ocIct.1es involved in the pl'ogram plan 
ILI'II I 0 d(~vl'J.(1p dl~~l('lhllll>l(' :1upply ~'OL!l'l~e:.;. They will work witlJ all l"'€levant 
nl'fl:1IlilZ!lllnli:; lH'vlllnlnfl: wUh tlte K('IWII Nat,tonnl FedC't'ntlon of CoopL'ratives 
(KNII'C) whll'll ('Ilrl pl'ovld(~ l.nputs, but wIll not exclude KFA :tnd L1lClr appointed 
:~\.()dd:;L!; WllO ('OVl:I' Wi!llY 01' Lho rnol'l~ !'emoLe orcus of Lbc wc:;Ler'n pf'ovineeG. 
Table I Ji::.;Ls the K1.;'A "l.ockist~. 
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r[lt~l"1 

I'" is of intr::rest to no<.c ~t this point :Llt the :!ll.'liS~l 
In~e!TI:l tlo!~l Dcv010pment A~-:,en:;y (LA~nD,'I.) iias r·t".'cn~ ly !'C"tC :: ';cj :.1 l'c'lue.st, 
:'or j¥:oopeIJ~llivL~ a.s~ista!.l:_'c frolll :ho GOK whic'h i~ prl:s~:1t.,ly 'J.nlil)~l ... '("\:-:siI.1er'­
:.jO!l. 'fni.; j~ :1 i'L"ll~(;:':':~. :'O~I ~l:':;~'~:~:~lncc :_~'. .!:'in~r~ '~::~" n. ,';'1 • .3 !::~ll ~l'\~: 

.'OOpcl'::~.i'.'l' :':1.1;: i:1PU: .:'..lpply c:"! .. rr'l'. 0:' ~vhi0 cH!k}'.:::i.., :;'Cj;,O,UO,-, ~~. p::':..::c;'C.l 
:'or :'ivl~ l,:xp~_!~!·iCt~(.: ~_.L}'_:1I::_':.:1 t ~'~!J'_;!'t::, ill ~.':J.rrn ~~'.lpp~y ___ ,~ ill=~ ~lo:~ l-~l>.J jis-
t:--jbu:.~on ro l>_' :!.:--.:~~~.t:ll~_:\: ~o !'lv(' L"): ~ ~~l .... ;O-(.'.~i~l.lt2li \o.Jc:lk·, l' ,_'oope~-'~~ ':jve unions, 
C!lr'<'l' 0:"' \'t'h~," "/ ~L ·:.L ::'t!'!~:::"~~' :~.:....)i!~?'!..::iLt::j :'01' t.he: ~:~!'<~ C proc..:.':_.:.r;. TLc 
.. L'rn~!:i.:l~:~L- ;>:-.()O,OOO ::.: .\) pl'ovj(~iL: :.'o·~:" (_']'l:lilt ~,e!lm~' ~O:1 ::Ur:i'Cl' O~-. ;.l'l·,~·c-:'cd 
"\':('~ll.::(';'" ,,'oop\..,. t l\"e u:jion~; ~~(Jl' Pl'O,'ll;'lll(' ~.d1d ::..; 'vol':!':in(" ~'al'm ~=~P\,' ~', :'o~-' ~lc-!..~hle 
',,0 ~.'!:1~.:.1~.-:·.ol,.JL?1' 'oor)t..·!'~l· ive ~n~':~,bl.:~'~_,. r~l~:.:~·:"'l:'C!l L'OO!~j_'~':l :,,1'':(:' ·d:~:Lon.:~ : . .t .... ·c ~.".-·CL 

,':10CC!~ :.0 :'el~';l'J" C-;;l:_' :j:~:-.;.~!..~l.aLc·t.'.J : C'VI'!~ :~r'c \'l~~!lj,~l :,'~l(_ :\','0 \',!l .~:l,'1·~-: }J",·o"'l~nce.s 

,H' ::lL; Pl'opo:::.:l ... ::J.1 ::,j,i ir:lpo::,'!l~ S'..IPpOl':. to tCIC: .[c.,v(lop:Tl('n', 0:' r:lul·.i­
!'j(\ 1'\' icc ,.-~oopc' 1 '~1:' _" Vt:3 .~ ~ l :11 'c'a~.3 o:~ .-~~;l~ ll~ 101\..1 f' ~., :)g}~ icu1 t 1! ~ 't}. 

':~llu~,,,j.!l\' 1'ooJ. ,TOP l:;~ll';':cl,ln,G by ~~nu11;10~,~c;' pl'o:iucCl':.' i-.C1~: 

;':Je('.: ~'l'l'iou:.' oiJs::l.'1c~; \·;:.iCl) !,~:.'(; ",::.::lc..:i to discotl:'a[y in','Y'cJ.:.,ed ~~llla111.old0r 

:',')Oc1 pr'o,:u.-::'ion. '2':.<.: l'Oe>.1 p:'oJu 'C'» \·:i;"l: U.l.lLc.: 11:ll'k,,'c;,blc '.lu:mt,itics ,':,CGS 

!.' LO~'~gC' .. !"l(i -:'1:'~ln~~por'tll: Jon p~·Dbll..-"!:"': ill :uiji 1 iO:l [0 ~.;!la:'p l,l'QliiJ1G PI'ClC t icc::.: 
1,\'hi\.);! 1"_-' 1~1.~C' }l~S n~'L I'l' :'L~:"'11 on :::~dl,~:[:. TLe \'::1 ~::.t_: '~lhl T1 1 'O(iU,_'C UOal\.1 (~lPi3) tla:3 

~"'t~:ll mO:lopc)ly bl:yinC l'~I:~i'l~ S fo!' :111:.;]( l'OOl: (TOPS <.l'aJi tionall:,; LTOI'll1 by 
~:~L\ .·r.l~;,ll~.o·~."':l)l'. /\1. Pl't.?~;L'!ll t!~c· ~ . .l\_) 0pCl'.-t Lt;~; i : ... j bU~li!lg !'i£:ll:'~~~ Lhroucii 
,~ r~l\:',"'O:'}': \/ ~ ~ 'c·n. t_,,-: '~~l:.h_:L'I'~; 01' \lc':'11cr:: \'lllo ~l'e thl.' usua}. m2.rLl!ting 3L::ents 
; ,)" " :>,' .' : ~ L ,c~ 1: '.': "': !'~' pl'obl cm:.., ,,'l'l::i: l'j l' or the ::Tn ~ 7 p: 'o,luce:' by tl li~; 
::'::_~:t"::i ~.:: .. '-.' (':. \i(,~.~u::ll:r.:"L'd 11: ~_~ll\cl',:.,l l'l;,-"C:l~ !·epor':~.::.:-, fTlll'SC\ ~" l.'orI1f:lcnci 
':.l!',""" ':.,,' ~.y~; ... '::: . () pl'ovil'l' i,j.1:] Wl'.:: ~! mOl',' t:,q', it :1,1" ::!1,1 !'CGu131'ized 

... 1 j~, .• ~l)rl ~. :,~·j~lf 'aken \\ij'I! :.ne 1\:1'3 to ul.'!';:t.~nn·,_t'l :-!It' in ercsLeJ 
, 
!.. ~ • 

,t r'c f,"'ull!' 
:L llcC~l:'3'.:.l rood c'!'OP buyer:. 7i1ic- I':ill P!'O'J:Jc tile 
!('pl'Il .. wbll' .:CJlcs (')uLlcL unJ ::1:.,;0 r:I:.l.)';,' L'" ~)0~~:',jbh' to 

:;:·l;:,· :.':' :'.'1':,1":'; ::",.'ciing lTCd;L,:l :'ormul Loan !'Cpa.vfllc'::: ~~:::",c'm :.:imi.lal' 
",' ':t1 ,:;.\11 ;.\..):.-:ooJ. cas1"J Cl'Op ~jystems. The l'OOpL'l"~~ :Vt' ~·.o,·.'i \tie::..:; 

',; rJ,l.l, .. :, l",'~b":;::~"" :1..' pUl'cha~il:!:: aGcnL::; I~ill lJ:'lVC l::l::;:. on ;,:inc! :'01' immeLiiate 
!; :,rr:;, 1.1 ':.'-' p:'O,;,l"!':'" ami tilen pl'ovi.ic ~,hc !3LO!'3L;C l1l;':('.c;.c:11'Y ~o properly 
il::r.dl,: ;:!,d :r;~:'~;' ·:;c:.:ooper'.:.:.to),llj :ood crops. P1nal::'y, ~l:l' ::]ul:.ipul'po::3C 
l:lJOP"l\!', l'.'C \'i: 11 ;::';;1.:..;' .. t~t' 1'00,: producC'l' \';i tll :lis ~!'3n:,pol"c,: :.l}!1 pr'oblems 
;;~!I"l' ;~upply :,:hl r:l:1rkcl.:!.:1g 'coop('r'.'l~ivcs I~ill i1~Vl' UlL' Yl':1:'-:'op.J1d volume of 
iilj:~lrJl'::;; : 0 J;;,' j :'y opcruLing 01' n:lltinp: ~.rCln::;pOl't.~ltion cqulpmeont. 

':'1 J 1 : 

i" "<llllpl"lt, /1 I ,lIlv IliI"I',I",I,'.\ ;.,y;,r"111 "j' "(\''iI''I'/11 Iv,' ;,f'I'V i"f';; 

I: ;;III:dl!'IJ,'II') ,'/',·,;:1 1,j11l1 will I,,· 1II""';\;;;II'Y 1'<11' 1:,1'1'11'/';, rl";,I,'I)I~', "tllld "/'tlP 

jJ/'()(il1,·1.IOI, 1JIjIlILi. 'I'i/l' ,:nl.l,dJlI;;lwrl 1'/l/'liI "J'"dll ,y;;II'rll;:, :11l)lll:';ll ujJuJ'lIl JJlI-'; 

2/ Expor lr.1cn :,:11 ~13 ize P,larketing SCheme/ibnrahan Augus t 1<)71~ 
- l'1a Lc S Lor~c;e and Handllng/Barber ana desselmark 1974 
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quite effectively in most areas of the country with bOUI lar[';e .::tnd :,lT1i111 
scale: pI'ogre[;~'ive producers, do not at present offer credi 1., opportuni ties 
for' :;ruallcr-' llil7)1C:r rJ:~k food crop growers. As cLted above, the ;~cheme 

closest to U,i,j v;'oup :~s the C. P.C.S. \,/11ose relati 1.rely conservative 
pili.lo::~lp!;y Pl'i:vcr,l<' cxpZjn:~ion of the sy,~tem i.!lto rooj crop cooperati'1c.:s. 

!\ ,_'r'cdit sy:::;tem £'or this neglectc:u c;roup 17JUfjt be car'crully 
,_·Lr'iJ~:'--'.1I't~,..:, LO\;'':'Je'I', ;:;0 Ct[; r.ot to creatE" a casual atti ~ucic 1.0\~ards loan 
t'('pa~rrnt'n:_ \'iil:ch ~!l UlC lo.."1g run could undc;rmine the succes~~i'ul effoct:::; of 
:.lv:' :'r\::ltol'~, ;)1.' C.P.C.S. to develop a businef;s-like at:'itud(~ toward:; credit 
U,~I:. Tlle credit pl:ctl1 proposed for Par::. C, 'herefore, vlill :;ubstituLe certain 
'lL;~lJ..il'i'_:,~l ~,ion,; 1'01' prospe;;tive borrower::;, replucing Ul<::' somewhat strict 
:'t;quiY'Cml:nLLC: or C.P.C.S. but not Lo·oally eliminating a sclecLion process. 

C;lY'cful review of the Special Rural Developmen;; Projects 
(SEDP' ::), p~il<i"uli:l1'ly the Totu and Vihit':a ::;cherm;s, has provided .impor~ant 
::Uid:li,,;C in ,jc:v(!I(J~)jng~Li;s c~'edit ploW. Becau::e of the cxperimont::.tl ll::.t.ure 
o~' bo:,!: ,:clJCr:>~::;, :'iJerc h:-<:.~ t)eeI) ~~horough documcnt::.t:'ion of the: results '.i:r'ough 
::,'vel'~ll.'of:1pJ.eLc cVilluat:iow.i.}; The target farmer' groups for' the ~ctjemc:' 
\'1121'(: ;;i!Il'Lu' Lo Lhc ,;mallholder' sub:::;istence farmer with which Part C is 
';ollccr"K!,l. Food crop produ:.;tion Vias also stressed in SRDP. An effort has 
ix,..:n nnde ',,0 ~ltiL.zo 1..110 more ,~uccessful rr.ethods employed in both schemes 
i_11 i'or'n:ul:t ~ilW thi~~ cn:cji t plan. 

':'11C mo:::;t impor'.ant single element in the Part C credit portion 
ol' Li".' pl'lr.-l' ~.Lon ,;r:bemc will be i:.he requirement for all loan applicants 
: 0 "cmpl, ct' 't Ln'l;lcr tr.:1ininf:'; cou.'se. It i:.; t,hrough this device that the 

.':--,J: 1, :0[1:11 :.;rnallJ!Older', villo heretofore ha:..: had little exten:::;ion support 
::11<1 ;l~lS Leen ,;ithc[' an in3.ct:i.ve cooperator or a non-member, can be educated 
_:n bOUl 'J~e u::e of cash production inputs and the value of cooperative 
prol111,' Lion 'Y'e,J it. 

i1.l'l,'lll.:.tl' i':trmer tcaining courses (Jre the MOA Extension Service's 
l'avor-:Le rne~_::o, :){ cduc3.ting interested :'arme;-os in improved ac;ricultural 
P:',,'\,>c:J. FaJ';ncr Tr:l~ninf CE-nters with complete physical facilities for 
i)oc;J\, 'reF; GOLo 100 p3rticip:mts exi::ot ir, each 01' the JL;t,'iL:t::: ::.t:.Jsigned to 
Par~ :'. Unl'OJ'LLL'l3. Lely, budget2lry lim:i.to.t.ions helve re:3 Lricted normal training 
CiCliv:':' :0 much below full capacity. Funding 3ssL:ance described in 
'l'ablc II for F::l.rmer Tr~,ining Center staffing, staff training and conduc ting 
Lhe PI'opu~JeJ courses will be provided from Part C funds. 

rllll' [Brme r' t::-'aining l~ourse will be conduc: Led jointly by the 
l't't~ul;\1' : !':tinill£; GLafY and members of the ~lOCD's Ed~;l·atiO:i.:ll DivL3ion. The 
laLt.cl' will cover cooperative education and conduct the credit part of the 
seminuI' wi:idl i-1roved to be .)ne of t~le most effective communication devices 
dc'veloped iII tlw ViiJiga project. 

J/ Ext.unsion ,:wd the Forgotten Farmer/LD.S. Bulletin 37/1973 - Ascroft~ 
Rol ing, Kar iuki and Chegc. 
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The selec t ion process of applicants for the training courses 
has ~ldeslgned to encourage participation by farmers who usually have been 
the last to receive direct extension and cooperative support . At Tetu, 
farmers wer'e visited 1n the field by Junior Agricultural Assistants and sub­
chi efs, informed about th€ course and invited to attend, 'lllis me thcx:l can be 
used i n r egions of high concentrati on of smallholders but 1 t will be 
supplemented by a cooperatl ve publicity campaign advising members ar.d non­
member s of th€ 8vallabill ty of credit and the F. T. C. reqUirement. Cooperative 
l eade rshi p " ~1l1 Join with extension staff e.nd , where practi cal , ~ub- chiefs 
i n reviewing eligib1lity of applicants . 'lhe prime requirement is for the 
applicant to be truly a smallholder . A s i ngle def i nition based 6? size of 
holding win not be practica l since district by district a <typical 
smallholding varies in size depending upon general soil fertility and/or 
dens ity of population. A basis which can be loosely applied and will provide 
the necessary yardstick is an estimate of potential ne t per capi t.{l farm 
income including home consumption of between $50 . 00 and $150. 00. 11 Tnis 
definition of a target gl'OUp should not be employed in such a manner that 
it excludes farm families which do not have this potential but rather to 
clearly defir..e that group of farmers which should receive the gre3test 
emphasis and 3ttention by the program. Farm families with net per capita 
l'aT'ln income that exceed this amount should be exoluded since they are assumed 
to be already part of the comm~ cial1zed farm sector . Credit for fooo. crop 
proo.uction will be seasonal ; that is, repayment will be due at the close of 
the crop yeal' , All credit will be furnished in kind through cooperative 
suppliers , K.F.A. and stockists, whichever best serves the particular location • . ~ , 
Credi t applicants will not be r~q~?~ed to be cooperative members . During the 
F. T, C" however, he will be enco}U'ag~d to Join since societies seldom charge 
mOI'(~ than a K.Shs, 5/00 membershiP'\\fee and some EIre as low as K.Shs , 1/00. 
Appli~ants will decide whether they wish to accept a loan a~ the conclusion 
of' th~ COUI'se s::"nce the cours e will be struotured as much for farmer technical 
f': r!uca tion as !'or cred! t understanding. Thus, the course will a l so be a method 
01' ,'eachir,g farmf;rs with extens i on information who have heretofor z no t 
taken fu l l advan tage o f existing s ervi ces. 

3, R~commended Food Crop Production Packages 

Several common food nrops are traditionally grown 1n all seven 
program areas . Maize is the mo::;.t popula.r and pl'ovides ~he basic cereal for 
rural 'diets. In addition, sev~Tal varieties of pulses or small edible beans, 
po~~toc~ a nd ca~snva make up the typical farm f emi l y subsist~~c~ diet . Of 
l.h l t: foI:l'QllP, mn17.r 11._% the potentj lt. l in all districts to yielg profitable 
1,,,tu,'n:: willi Iml'l'OV('d cultiva tion, hybrid seed, fertilizer and insect control. 
I" t'''!'!'lll ,\'1'1\ 1', : 1\ hltJ:ht"" yio1ding \J.ommeroially mnrketahle ~an, ~1exican 142, 
11rHl \"'1'0 1I1I.I '('IIhlll",1 to I.£l\et Africa and has yielded pI'ofitab1e returrswhen 

y li'ol' n!OI'C \J.o,np1tJt" discussion of this target group, se Annex A and Part II . B.4 
of the Loa:l Pap~l'. 
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treated with cash inputs. Likewise, sunflower production 1'01' !31l1,' 11:1:, 

become more widespread with an improved price structure and a rl'ady markl'L 
for its vegetable oil content. 

(il'Oundnuts, traditionally a widely grown East 1\frican food usually 
p!'oduct.'d for horne consumption, has become a good sour'ce of cash income when 
[r'own with improved practices. F.A.O. fertilizer trials conducted in 
',.,restEI'n Kf~nya have yielded as high as 1,500 kg./ha. with average yields of 
1,000 kg./ha. O'h!l' all 120 trial plots. A groundnut processing plant has 
l)t:(:~1 cs Lahl.ishc·rj in Ki surnu for preparing peanuts for confectionary use and 
pr;anllt bu ttel' p/'ocluc tion with inferj or grade nuts. Th" plant can process 
l~/OOO tons pel' annum, more than twice present estimated production in the 
Stll'I'Oundilw; an!a. {, nearby market and an attractive price make this food 
an important potential source of cash income for the smallholder. Labor 
i~; the major constraint to rapid expansion of growing area since hand 
"hc,llinl:":: i~; slow and time-consuming. It is estimated that it requires,one 
man day to ~;hcll lit k.g. of peanuts. 

Th.: four food crops shown in Table III, maize, Mexican 142 beans" 
,:~I'oulldnuts and sunflower provide the elements for the recommended packar,es. 
They al'e maize/Mexican 142 beans; maize/groundnuts; and maize/sunflower. 
Th(; size of plots for the two crops combinations are well wi thin a smallholder's 
family labor capability and are used to form the basis for calculating eacll 
unit's cash return potential. Individual growers can increase or reduce 
fi cld siz·· according to their capability. Maize with groundnuts and Mexican 
11+2 each total 0.7 of 2. hectare while maize with sunflower calls fe;r 0.8 
hectare, the latter crop requiring less labor. 

Below is a swrunary of the total returns and the incremental 
~'C t,urTiS over plantings without cash inputs for the three packages taken 
from Te. ble III: 

Incremental Tottil Net Incremental Benefit/Cost 
Cash Costs Return Return Ratio 

Maize/Mexican beans 142 $ 69 $ 143 $ 74 2.1:1 

fVaize/Groundnuts $ 61 $198 $ 104 3.2:1 

r.'.ai ze/Sunflower $ 65 $132 $ 75 2.1:1 

All packages return better than one hundred percent over input costs with 
the maize/g:roundnut unit showing an outstanding profit. 

4. ProJEcted Returns from Program 

Table IV projects the use of the $702,000 earmarked in first 
-first- year of the ·Pllrt C Program-for Food -Production Credit. 
The average size of a loan for each package (Table III) 
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i::; approxima +:.ely ~"';lOMK.ShS. 642/60) perrni tting 7, bOO loan:::. Table IV 
::;hows ~Jw eli spersal of credi t i~y district and type of loan. Use of the 
tlu'L'{: r'(:comme!1d'.::d packages in each district is related to ecological 
condi Uon~; :>f:: t ::;ui ted for th,:: crop '2ombination and f~xisting markets. The 
to'.'il ::Li':l'.~t' ,J:' lljan:. by di;;cI'ict is relat;ed to the smallholdt:r' populations 
of dlC::, ,J.i:~-:'l'.i.cL. (These figures relate to year 1 only. Figures for 
years 2 and ~ can be obtained by extrapolation.) 

.\ f.,)~al L'.::t ""tLlr:-, valued at $1,233,000 ~~, proju;ted ll'om the 
prod:Jc:.il); ,.)1' 15,815 tons of food crops, It is e.stimated that the 
inC1'· .. ·I:l(·::ta.'.. i:\J:IOC;:,t o~' food resulting from the use of ca::;il inputs will total 
l~, l'. 7 t: ,); ,~; • 'ir

:.'., to tal net cash inc rement ",ftc;!' allowaEcc- .;':'01' cash inputs 
of $595,000 come::; tu $638,000, a cost benefit ratio of 1:2.1. 

j. nebtiordlip of the IntLymtec. Ael'~cul tural D"vt;lopment (IADP) 
l':'ot;;:rarn and to the Part C Program 

'1'11'.' .~ !,f):' IS presently beinG prepared hy the Ministry of 
,'\O'icul t1.. .. rr' :::; ,-alT. It con t,t:mplatcs funding support from the IBRD on the 
o1'dl:'1' oj' $20 m.1.1L "w., An intcgratui apPl'oach to agricultural development 
ad,in<;~;jnc' prOD ~l:ln:::; of input ::-,upply, marketinG, infrastructure, extension 
,;l,pport anci c!'~di t is being used in order to improve production thrOUgJ10ut. 
the major high potential agricultural areas. 

l\ l1.hodl£h the goals of IADP 9.re similar to the Part C program" the 
planfj dL'l":1' ~Ii :jCOpl~ and the range of smallholders they are designed to 
:.3H":ice , I;\II~) wi 11 op(;ra-::;e in Central, Eastern, Western ,a', d Nyanza 
P)'ovi:1c(:!-;, :,1 tilOugh ::. t. is primarily concerned wi tb the small farmers, a 
fairly }~l' " !-) 'opol't::.on of the credit is planned to be channeled through 
p,,~t.'1bliC: .. t'U L:l1'liJ cr'edit programs -- AFC and CPCS. These orcanizations 
iu "';'iLl \'i1. til small farmers, most of whom can be considered good credit 

1'; ::'.'~~; :-,(~'~au!:.(.;' of their .::ash crop resource. The program, however" also 
:r.:~kc::; ~jpf'cific mention of the smallholder group not presently able to 
()';>t,ain C' ],(;,,1; t and poorly supported with input supply and marketing assistance. 

1MI;-' will have a significant impact upon +.he agricultural credit 
system. ?l't;Sent (;s L mates indicate credit assistance will reach 56,700 
i'ar'm t'amili<'s o\'er a 4-5 year period. In addition" there will be funding 
t.o .sUPPOi't the irnprovemen t of farm input supply systems, marke ting systems" 
a~ld I",!t'al c,irrmu:1ica tion -- roads" telephones and field staff mobility. 

';'(1(' l::;erlc'ral :::;imilari ty of IADP and the Part C smallholder program 
hat; lWI'11 1'(:~L)gr.i:.:ed Ln planning for Part C and tht.:r'c has been continuing 
l~lll\tIWI. lllll! cl.OtlO coo);'uination between planners fOl' lh)t.h projects. Program 
:wl Iv11,V :\1" :1:: n:l:,lp:nnd to Part C by the M:lnistl'y tlj' ih'J'iculture are adjact:nt 
I. .. ::(IITI" (>t' fill' 'II\P!' tnrgt'lt:J. '!'hflI"C w111 not be H:I.Y duplication or effort 
nil" 1'''','('I:IP1>i:.I': :\\1111\)1'1 I.y ulnor> IADp'n el'cdlL plall wIll 1\0t. "ddr't'0:; 
lilt' ItlW 1 III '''lllr' :'ni"ll l ln.L(ir't' until the th1t'(i yent' l1f' Itr. 11pf'I'rtt.inl1. 11, ls 
n11l11lt1lnd I Ilr, I. nl. I.Ilnl. LIm!? t.hfl Pl\rt 0 (1I'ndlt pl'();~I'A"1 win ,,~ r'lllv I'Pf'I'At.lv o 

~------- ----------------------------~---11 The: iI<.:tULll L1vcrui'(;: lOAn fcr eut.lh 1ttputtij "j.Utl4ll \oI4JuJcJ be frn. It"wc'/1:: J 

an fI]lowBnctil of K.h. JOO (R14.nO) hits hilftf1 1t1t'Jlldcd tOt Jbb'JI 111 till:: 

aver"'ge loa:l amount should this be required. 

http:opirmat.ot
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and IADP funds will flow through this same system. II\Pl' phi:;: I\I!' 

developin/; agI'icultural support services will cornplelll~'llt :;jmll:ll' ":11'1 \ 

plans, hence the possibility of accelerating the ratl' ell' Ul'vtduprnt'lll Or 
this important adjunct to the Part C smallholder cI'edi t Pl'ol9'am. 

D. Pl'o~~I'am Cos ts 

l.l',chnical /\ssistance 

In audieion to the evaluation, the program will require the fo1-
lowinlo~ L~chnical assistance. Costs over a thrc'; year period are shown 
in Tal']J' rIo. II \)eluw. 

1\ projr'ct hurninistratl ve advis0I' will be required for a 
j hl'H: y('al' P' j'j Oel to supervise the implementation and development of 
a fully i::tF';:)'a t.d system. He will also be responsible for training a 
K"nya (~()uL t.,'rpal't who will assume the supervisor I s role at the completion 
of hi s tour. Tr'T! Pellce Corps Volunteers will be required t.o bp assi[';lled 
t.o COLJp.:!'ati 'Ie lIliior:~;. Volunteers with accounting and busines~; auminh:tra­
t1 ')L ski lIs will bF: r'psponsible for assisting the management staff of L':,r.., 

urliol:~, af:d th.~ir affiliated societies in establishing an effective book­
keepin!: and a(~count:1 'ig system. The volunteel's 1 primary objective, however, 
wi 11 be to tI'aln K\~r}yan staff in the above systems. Cooperll'ci ve un~ ')I1S 

havf" as ::Jany as el£;ht to ten affiliated societit~, hence a voiunteer 
as!c,iL';m:d to a union will have a full workload assisting and traininE:; society 
and unjo:l staff. Ti1ble No. II shows the estimated costs of eq'"ipment and 
supplie~ :;,~c, rosary fOl office management and volunteers I mobility. Volun­
teers will l'ecie\'e cooperative training in addi'';ion to their regular Peace 
Corps tl'ajninl~ at the Cooperative Training College. 

2. I\dministration and Development 

Minh, try of ,I I;:;ri c ul ture/Farmer Training Courses 

'l'he cost of providing the F. T. C. to loan applicants has been 
calculated (,rabl," No. II) for approxillJAtely 8,000 participants irJ year onE:. 
Th,; funding represents the incremental amount required over the average 
annual budget allocated to the training ce!1ters to train 1,200 applicants 
at each center. 

b. P.T.C. Costs Attributed to Cooperative Training Staff 

Funding is provided (Table II) to support the training input of 
the MOCD educational staff who will be assigned to the training centers to 
present cooperative and credit seminars. 



c. F.T.C. Staff Training 
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F\mds are pr'::wided (Table No. II) for the spt,-cial staff 
training necessary to prepare eXLl'L:3ion and C'o,)perati ve tri1ill'~rs. 

d. ;·10CJ E;tar'f Addi tions to District Cooper'aUve Offices 

!<'n;;din,.:, i;.:; pl'c"iid,'u i'.:'ui)le NCl, II) t(l hir', Lwc coopera­
tive fif"ld il~isi:;tal\t~i <,nil un,; rnar.at;d,/i:~'airwl' 1'01' t:ach district. These 
positjOll:~ c~I'I' j·l0CD ass:;gr';'::'nt:~ Yil"eJed t,) Llcrease field ;~">aff \,,11 will 
work di:" c:t.ly wi:,;'j "l"'jJt'L"civf-' member'stjp find in aD <l.dvisury rol,; to unions 
arid sot,; ';'t' tic:..:. C_'::lp'tra ti VI: field as: i: tants also will c;)ordi!1a te their 
;J.~ti 'lit'.' wi til '!xt, :,sion agricultural assistants and junie,I' 2.c;rieul cural 
a::;~;i:, tell. L::; , 

e. Particip:u-:, 'l'!':;dll~:'1;) for CooperatiVf' Orficel~S 

;\ c;oopel',n.i "'0 ofl'lcer Vii til tl1P a:;'rn'l'i :'ia t.e acadL'mic 
;Jacl~~,Touml will l' :.:.!lcct.-,'cl 1.,)'11 L'ach di:ctrict to ::.>e ,,;ent to the U.S. for a 
~')ix month h:ten:::i vc: ;.~ener-':l i ':C)l~','ra ti VC' l'duca U (mal CUUl'Sf!. Candidates will 
be' selected teach y<-:::' 1'01' t:.-"(;l jear-:;:, 

F~nds (~~ble K~. II) ~r-e r~ovided for capital i~vestment in 
food ~'torai!:(' L':1d.liti' tC) :.l.ccommc:htc: the anUcipatcd increase in fooe crop 
pr,x\uctioL r',;;;ul :,.iDF~ , I .)I'i tlw U:';(' ,:' pl'oducth):, input:.,. Total (:stimatt"d 
annual production inc;:'ement will be 8,500 tons. The estim;,:,tc'd additional 
storage capdcity required will lle 7,000 tons distributed nc:mg the seven 
district:.; . 

,'hv aLL dpated r":U'D.ll implementation schedule for Part C of the loan 
.. ,l~) fcJ1L,ws: 

1. i.'~'.'\ll J\U~!-lol'iza tion 
2, ")mplet.ion:.Jf detailed Part C 

f.!lan and establishmftrt of 
administT'2. ti ve struc-: ,,U'I: 

). Assignment of field 5ta1':' 
l~, AI':'ival of U,S • .)pel'lltions advisor 
:1. f\l'~'ival Peace Cc:-ops Volur.te€rs, 

evaluation cons~ltants; 
staff trainir:~-; for farmer 
tNt i ~ling COUl'SeS begins. GOK 
sub~its first reimt~rsement 
request. 

6. Farmer training courses begin, 
input parkages finalized 

June, 197 r
, 

July, 1975 
August, 1975 
September, 1975 
October, 1975 

November, 1975 



7. 

8. 
9. 

10. 
ll. 

12. 

13. 

First planting season begins; plans 
for storage construction prepared 
and construction be2ins. 
Input ~;uppl:; asses:.;ment 
First participants depart for 

trainirJ(T 
Part C Pl'OtTC:l.fIl evaluation 
~ecor:l~ y(~(\J' :'arrnt~J' training 
,-'ycl, i)'~gi~l:":.; first 
{'eprogram;ning Df credit reflows 
from Parts A, D eH,d C. 
Thir"': farmc']' ;;' ~i!', in,.:.; cycle 
begi~,s 

GOK '-'ilbmi L: . in:ll reimburs(:f!jt:nt 
!'(-JC~ Jt3!~ t 
T.,l'ctn ~; J'mina 1 da t, 
Fi na] ,'I'p;'ogrammi n~' of eredi t 
I'C ;:'lc'"...; 
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January 1976 

January, 1976 
JVarch, 197{, 

April, 1976 
September" 1976 
October, 1976 

October, 1977 

October, 1978 
December', 1978 

June" 1979 

Further elt'tails of tl'l(~ implementation schedule for year 1 
(19'(5/1976) a I'P (\S foll ows : 

1. June I 197' 

a. .) t.ain approval fl'om cor:r'erned GOK ministries of Part C 
program cieSigrl, including participatint; Lmions and societies. 

ii, Int";'-A.gency CoordinaUng Committee established. Obtain 
final concurrenci' or "om:ni t tee on !,lans for program Cl,~ ti vi ties. 

c. j\~OA officially informs Provincial nnd District 
ht';:'icul t\ll'"l Offict'l'S in program areas of their respomiibili ties vis-a-vis 
Part C pI'Oii:l'IlIl;. 

d. Peact Corps/K"nya submj ts n:quest for vo~,unteers to 
Peace Cl.J:'ps/,';asl-j~ np;ton 'v,i th appropriate documentation. 

L:. USAID/Kt=nya requ2sts AID!,,'; to jdentify candidates for 
opIc'l'rttic,r;s H.uvisol' and c',,'aluatlu:1 team for GOK approval. 

,'1, ~~)l'l\ :1!:nll-':llr: :lddlt,L)I1:11 ,'\1"1.'(,1':11.\11' ::t.:lfr' whel't' rt'quired. 
1' '-:''\'',11:11,.11:1.1,'\1:. :, .... /11. i!\·'"\\lld\It-', 1\11' lllf'l:t :;I:~'~'ly :~y::rl';n~;, pI'c\.itlct hat:dlir:e; 
<11111 ,'I'r.I1It ,..,,{.r.II;.\.1\I. 

b. ~'\JJ\ us~ie;ns required staff for agl'icul turul extension 
and Farmer' 'l'rnir.illg Centers to be used for small fCirmer food production and 
cf'edi t trainir,g. 

http:rec'.l.cv
http:trailli.lg
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c. Operations advisor begins activity ,september 1. 

3. September, 1975 

a. Distri.::t ,~gricultural Officers prepare farmer 
training course bUlII~c t, 

b.)perations Advisor workinp; with MOA and !'oJOC") develops 
curriculum for staff training (;()UI'ses. 

c, P!'ogre~;s by cooperative unions in preparation for input 
supply handling is reviewed and whu'E' required appropriate action is taken. 

r.l. Cooperative and extension staff work out details of 
farmer 5L,le:.:tion proc[:':o.c: and obtain Inter-J\8:fmcy Coordinating Committee 
concurrence, 

e, Evaluation contractor arrives to prepare evaluation 
plans I train staff ami L\:.;sist in introduCing system. 

4. October, 1975 

a. Peace Corps Volunteers arrive and begin cooperative 
training at the Cooperative College. 

b. Staff training begins and include final development 
of fal'mcl' training curricull.'l'J along wi th training in evaluation 
procedures. 

5. November/December, 1975 and January, 1972 

a, Farmer tra~ning courses beginl Western Province 
courses will be trained first since planting season is usually one month to 
six week~; earlier than Eastern and Centro::' Provinces. Courses will continue 
into January if the additional time is necessary. 

b. Cooperative union and society staff will prepare 
required input packages and distribution system based upon number of 
participants in farmer training courses. 

6. January/FebruarYI 1976 

a. Farmers begin planting with the use of input packa~es 
thpy acql1lt't:, following training courses. Acquisition by credit in kind 
and/or purchase with farmer's own resources. 



ANNI:': 
Pa8~' 1 J 

b. HllA and MOeD 11(,ld personnel cooperate to follow 
up and aSS~,3t farmen; i.1 proper land preparation anc use of cash inputs. 

participation. 
C. Pl,H1 storage r ('qu1 relllt'nts on basis of program 

d. Begin construction of storu~e facilities. 

a. ~al'tj2ipant_ trainees selected anJ depart for 6 
month U.S. tl'ain:rll.r; pEriod, (iqwil - September pD.od "Jill pf'-rmlt trainees 
to return :'ollowint=: CC'JI'S(c; .!.;; time for sec :\d year training (; J " ) • 

b. Input supply '1~:";I}SSlllent by MOCD staff and Operations 
Advisor. 

8. July; fwgust, 197" 

a. Hcu'vest. p('riod and start of loem repayment 

~valuation ,:.>1' first year I s program by evaluation 
consultant, Operatior:s Advisor and COl( ministries. 

10. October,J7G 

:,;\1'1' training 1'01' ~"cond Y3Fl.r begins. 

F. Mon:;' tor'ing and E'.'illuation 

The progr:lm will be closely monitored by the GOK and AID through the 
Int(;,['-agency C0oI'dinEl lJng Commi tte(~, aEs:! sted by the Operations Advisor 
p)'ovlded undel' the technical assistance portion of the loan. The major 
['elevant documenta'lon \<'ill be thE:' GOK quarterly reimbursement requests a:id 
th( quart.erly n'p,,', ts of th(~ iperations Advisor (whose reports will 
inc;.Jl'porate reporti:':!-,; from tilt' cuoperative union managers). The det.ails of 
the moni'L'!'il'B; system will be set fort.h ~-1 the Part C plan submitted pur­
suan:, to the cele'lant Condition Precedl~m" of the Loan Agreement, and will 
be 1'· fined :;'urther' by the evaluation consultants. 

'rho CO:ldition Precedent submission Ih1ted above will also include a 
detailed lvaluation by evaluation consultants. Since all farmer participants 
under the Part C progrtilll will go through farmer training courses, these 
courses should provide a low-co,: L vehicle for gathering most of the data 
needed for evaluation of the program. Under thi::; approach, evaluation 
consultants would participate in the first farmer training courses as \'Iell 
as in a staff training course proF,ranuned for extension and cooperative 
trainers, This will provide the means to educate field personnel in 
evaluation methods and the record keeping designed to monitor the project. 
The team will remain tlll'ough several succeeding farmer tl'aining courses in 
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order to cover all seven centers to instruct and assist the trainers in 
the establishment of the required data base. AN»po%tlmU.fl·~·two man-months will 
~. Ilcccssary to set up the program with one man-month required at the close 
at' t:lf> ,;' "f) year to evaluate the I'esul ts based on the organized record keep­
ing of 'i.· extension an~ cooperatives staff. At an appropriate point 
followj 1:<, planting, there will also be a staff review c1' the effectiveness 
or +.ne i!wut ,< .. ~; tem, This will be necessary if adjustments to the system 
art: rl'quired prior to the short rain season which can be the next input 
,iernand p0riod, 

Although this pr0~uction scheme is planned to offer a service previously 
rIot :.nailuul· to th· :";::·.al1holder .. it should not be classified as experimental 
r,,)!' sh'lild it, honsidered a pilot proJect, The SRDP projec ts were 
u:pf:ri:;i' T, ~~~ ir srncdlholder cr(11 t for food production and as such proviaed 
mL <:h of ~.he structure pl::J.nned here, This dOeS not mean .. however .. that the 
~":' ~ ','.::1 iE1G been perfected, and therefore the evaluation wi 11 include an 
analysis of the effectiveness of the SHOP ideas employed ill this scheme, 
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TABLE II - PART C BUDGET PLAN 

1975/76 ;1976/77 1977/78 TOTAL 
Item ~OOO Ksh.OOO ~)O Ksh.OOO ;!looo K~bIQQQ $QQQ K:iib,QQQ 

Operations Advisor 50.0 357.0 50.0 357.0 50.0 35'{ .0 150.0 1,071.0 

Evaluation Consultants 18.0 128.5 18.0 128.5 18.0 128.5 51LO 385.5 
(') rn/rn ~ $6,000) 

I~quipment <'I: Supplies 50.0 357.0 20.0 142.8 10.0 71.4 80.0 5',1.2 

Partic iP3.l1 t Tl'Cllnir1E 59.5 424.8 59.5 424.8 59.5 424.8 178.5 1,274.4 
(21 @ ~jl3, 500) 

FClrmer 'l'raining C05tS 8,000 Trainees 9,000 Trainees 10,000 Trainees 
(rvlOI\ ) 
((~ :p'~J\);+rrilince) 56.0 399.8 64.0 457.0 70.0 499.8 190.0 1,356.6 

F'armcr 'I'r;<inine; C()st~ 
Ir·1OCD) 
.rr, ;~~:~)/rrail1ep.) 24.0 171.4 26.0 185.6 30.0 214.2 80.0 571.2 

r.'l',c. Staff 'l'l~Qinir1E & 
r-lain ;.Cll:ll1Ce 5.0 35.7 5.0 35.7 5.0 35.7 15.0 107.1 

New C ,.)"P. S tClff 66.0 471.2 67.0 478.4 67.0 478.4 200.0 1,428.0 

StoI'ilt;e (;<Jl1:'itI".lCtion 66.0 471.2 67.0 478.4- 67.0 478.4 200.0 1,428.0 

SUB-TCYl'!,L 394.5 2,816.6 376.5 2,688.2 376.5 2,688.2 ].147.5 8,193. 0 

15% Contingency 22'2 421~ .8 56.5 403.4 56.5 403.4 172.5 1,231.7 

SUB-TCYI'AL 454.0 3,241.4 433.0 3,091.6 433.0 3,091.6 1. 320.0 9,424.7 

1/ n 2/ _ l/ 
2,080.0 14,851.2 Credit 702.~ 5,012.2 1,3/8.0- 9,838.9 ---

TCYI'AL 1,156.0 8,253.6 }j311.0 12,930.5 433.0 3,091.6 3,400.0 24,276.0 

======= :::;:;;:;==::::;-== ====== ======== ~====== ======= =======~ 

N.B. Ksh. Totals may not add due to roundlng. 

~/ Average lOaI1 of $90 X 7,800 participaI1ts. (Assun~ 2.5 percent drop out of 
trainees) • 

21 Average loan of $90 X 7,800 new participants X 7,510 returned participants .. 

'l/ New participants for 1977/78 will receive credit from reflo\ls of Pnrts A and B. 
Returned part1c:!...>ants covel'ed by reflows of Part C funds. 
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Table V 

Part C - Food Produced in First Year 

(Metric To ns) 

Ground Mexican Sun-
DistrH-': Maize Nuts BeBns flower Total -
llacbal.:.-.s 1,458 284 96 1,838 

Eabu 1,458 284 96 1,838 

Kaka~ 1,94~ 108 243 144 2.439 

Busia 1,944 144 162 192 2,-442 

S. ~ 1,944 252 122 96 2,414 

KislDlUl 1,944 216 122 144 2,426 

Siay:a 1,944 216 162 96 2,418 

Jle'.t ~f)tal 12,636 936 1,379 864 15,815 

==== --- ------ --- ====== ------

I DC relhfll" o;a.l Total 7,371 414 566 336 8.687 
----- --- --- --- ---"--
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------- ------------ - --
NARRft ; IVE SU~',MARY 

Provro:n or S~'ctOi Gool. The bro'1d..:r r.b!,:;ct '10 

whic.h this proj"ct cnntributes: 

1. The long term goal of Part C is to 
!mprovp the welfare of small falmers. 

2. The short term goal of Parts A " B 
!s to relieve balance of pa)~ents 
pressures by reducing wheat i~ports 

and producing an exportable surplus 
of maize. 

rmlJECT DESIGt-I ';P·!!.IARY Annex D 
t' ... -:0'" ';'H"'!5M~Oj::7iC"'A,-

F';;>M ... ....,.,:-1-' C.A" or U')ED "S I.N Aie 
TO • ... ~G',~~Zl""'G [lA,\A FOR "'i";-4E PAR 
~!::.POP7 1"1' NEE:) NO" BE Rt:.TA!~~E:":: 

0' J~::~~V~~X VERIF~S.!-f iN~~":T-(;RS T-=' /,\[;'NS OF V[P!FICATION 
-- .. ----

PAGE --------_. 
:1" (leNS 

" ';~.'~"'.''\ ,f Goal t,ch;i.· r: :(1~. • 

1. ~:et incomes cf s:-nall-scale 
fan;;ers. ProductiDn data. 

2. FO(ld production and balance of 
pa'.'TIlpnt...; data. 

1. Sa:71plf' surveys of small [;ir:-~t..-rc:;. 

l,L=·? d.1ta on (!,.::ric .. ll Lural SeCreT. 
11;I~rc·.:er.;ent :11 >'en~ral 'Jt-lfare 

~ill be refllct~d i~ increased food 
;1";:11abl1ity fllr s.Jle d..-.d home con-

2. ~CA statistics on food product inn. sumpti,ln. 
Cent r(]l Bank of Kcny2 s_,.tistilS ('r; 

balance of payments. L. :ncreased cq.:rlcultural produr­
ti,'n ' .... ill result in reduced fo~d 

imports and increased exports. 
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IUPf'L£MENT I 

PROJt:CT DFSIGN SUMMARY 

Proiect Title & Number: 

" 
Kenya Agricultural Sector !-.9ar,_I ____ _ Annex D 

NARRATIVE SUMMARY 

Proiect Purpo.e: 

1. Under Part C the long term purpose 
is, in selected areas, to improve the 
infrastructure serving small farmers, 
particularly COl perative credit, train­
in~ and education, input supply, mar-
k :t~ng an~ storage facilities. 

2. Under Parts A and B the short "erm 
purpose is to increase food crop 
pnduct:l,on. 

OOjEC I P"-ELYV~RTFIMjLE INDICA f()'IS· --- -------------------
r:OI~.!.··~r-'lH ~hat will Ind.co:oe r~I~"..;se ~{l"lo L:. 
od.;.;.·, .... d: Ene of project lotc!u". 

1. ~r:l.:.lll farraers iI' prLject LlreilS 
lr~ beins re~che~ and serviced by 
d~ricultur~l institutions 
(specif~c targets by area are to 
be -1('vel0i)ed). 

2. Quan:ities of major grain crops 
produced and marketed have in­
("reased. 

1. Repurts cf p,lrticiratin~ at~e:-:cit.~. 

Site in~~~ctir:l by ,'ualif:ed GOK 
and A. I.D. Staff, Annua: jo';'nt 
eVa~lJ,]t ions. 

2. Sample surl.'cys of s~..a11 [upilf'rs. 

J. Agricultural productiun and ~3r­
keting statistics of GOK. 

I, ~~l:'.c(:eJ ,;·.;lr~!·t;\,"t..:r, e·.::.:':: t , ,:,!nt, 
\'eLicles, etc. r,' imprl'lVe ,lgri­
ccltur:,~ ';0r~':~~s are avail~ble. 

~·Iq .. ~ 1:1:15 <.ind rr\.:~'rams iJ:re 
!"·;e 11 .jt.:s 1 ~nl~J - - ·i iml'o at 
l,"i i:r:in;~tin~ rY'\ ~"l·t ion con.itraJntq 
<::h: r1:L't't i',g ,l .. !-.~.~ t s cr gaps in 
.:q;,rin:ltura] ser\!~ces. 

3, ::-:-.;--r, "'ul rt:::sil';:l infrastructure 
facilities allow 3f,riculture m.J.n­
power to perform ~ore efficiently. 

4. No major drought or adv~rse 
~eather conditions. 

5. Prices of major far~ products 
continue favorablp and price 
increases for farm products at 
least offsp increases in cost of 
production ·s. 
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NARRATIVE SUMMARY 

1. New programs or expansions of 
existing programs which improve 
agricultural services for less-pro­
gressive amall farmers in selecte~ 
areas. 

2. Increased credit available fer 
food crop production. 

L i f. of Pr.,j8cf: 

!: .... _ 1-:-'" I .. From Fr .. ill.2.._, ° FY _J.!l7_B_. 
., ~'QI t.:. S. ""r,rl'n~ .. .$J.'.:2..!"tU!.Q!l r",. Pr'~ ... .j: .. _~y.-l~Z!>. __ 

1. GOK agricultvral development 
~udget for Fiscal Years 1976-1978 
includes items specific~Ily 
earmarked f.r small far~er 
dpvelopment prLJrams. 

2. New programs providing co~­
prehensive production and market­
ing services to small farmers 
operating in at least seven 
districts and serving 7,800 new 
farmer participants each year for 
FYs 1976, 77 and 78. 

3. Programs operating with 
personnel assigned by end - 1976. 

4. An additional $3.4 m1111,':1 of 
agricultural credit reaches 
small farmers in 1975/1976. 

~. Loans totalling $6.7 million 
are made to larger farmers in 
197::/1976. 

Annex D 
PAGI: ') 

/l!.3urr jh'" -; F ?"lIe' ~ • .its: 

1. GOK budgt"l piaLs. J. GOK hds the <.' 111 t .. tu plan 

-'''C'' '.2' ""c'S ~.T~,,"-_ . . -t--::::.. "."",,,,, N T .,~;. -.' ; ".,,' 

'12xpansion ()~ ">.lstin,: ;Jr:d develup-
2. GOY re~orts. Annual joint GOK/ rnent of !le~ ~~ricult~['al pro(iuc-
A.I.D. evaluations. tion p:c'grams and improvement of 

agric~ltural serviCES. 
J. GlJ:( cevel"iJffi',nt budget for 
FY 1976 - 197[1. 

4. Record~ and renorts of 
parti~ipating organizatiuns. 

2. Ministry of FinanLe ~nd 
Planning and Parliament will 
approve increases il. the 
Development Budget. 
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SUPPL.I:,NEHT I 

P':OJI':: T DF';!G'; S;J!~:-IARY 

LOG":AL ;-IV_ .. ,,,- O;;K 

P,ojGct Titl~ & Number: Kenya Agricul tural Sec:.t?r Loan-..1 ______________ _ ~nnex D 

NARRATIVE SUMMARY r o'iJErTIYELYVER-iF:t.BLE--ji,[iic.':TOi::s ~ ---- ----"'EANSOFVER!FICATION 
- ---I-I~~;-~.-"totion Tar~ot iT~p-~-:,,:, O:c~~,~------------- --- ----- ---

1. Funds will be provided by A_I.D. 
and GOK to expand the fY 1976 to 
1978 agricultural development budgets 
to include new credit and small 
farmer service programs. 

2. Other necessary inputs will be 
prcv1ri~d or ffiad~ available by GOK. 

1. A.I.D. pruvision of 513.5 1. A.I.D. fin~ncial records. 
:::111 L I! i:' il.:;ri.:....:ltural 3ector 
lodn funds. GOK financial and program reLJrds. 

2. Land, equipment, manpower and 
arlministrative talent to 
9upport programs will be prcvided 
for in GOK budget and furnished 
in a timely manner. 

1. Futctls -,-,11 
for tffelti\"t' l:il';at[l,n. 

2. A.I.J. ;",,: ,:ili te Signed by 
July 15, 1, - an" <.11 disburse­
r;Jents Cr'r, ~ele(! b)- [ecember 31, 
1~78. 

3. GOl( will provide adequate 
quancities and quality of lQnd, 
equipment, manpower and 
=dmln!strative talent. 



ANNElCE 

EF':fOCT OF 'llli LOAN ON 'lli.E ROLE OF WOMEN IN KENYA'S DEVELOFMrnT 

WOIX:;-l i;l Keny~l are steadily increa:"inc their part::'cipation 
in [,OV""I:ffl('nLl!ccl bUf~lncGe as the C(,wltry pru[;l'e:sses tow,:lrds full 
dovelopr:,,;'l t. In ~vrJ,:ul turc, lie,wcver, partlcular'ly j Ii th:.:: Grr!all 

subsis terlCC: level i'arms, U18Y arc faced wi 1:1' tllO tradi !.ional 
attituJe of the wo:nen's place in tnc rrc.U'al home. Althoue;h filClst 

of the fann fi .:ld work ie done by women, "Lhe huslxlnd practically 
always is the coopera ti ve mer.Jber' and the 13..1'1 ti tlc;-!-JolJer. de: 
usually tnsists on eX9rcising hi s vot:i.ne; rid'lts iL the cooperative 
and recei ving payment for wha tevcr prorluc Ls arc eoid, leaving 
li tUe ::Jp;Jortuni ty for hi~ wife LG do IlJorc than worK tile land and 
run the huusehold. 

'lhcre eU'L chances taldng place, however, in these rural 
pat'cerns ,md 'women .:l!'e playing increu.singly Jarger roles ill 
agricul1,w'al ueciclio!<-makillg. Due Lo Idgh rates of labol" migl:l­
tien, J decline i;,L]J(] frequency of widow inJwri 1,ance, alld Uy; 

recene. din::c:Lion of maL; atLention "Lowo,rds export crop productiun, 
women dre taLinc; OVC1' the re:sponsibilitic.::- 01' lJu;:.;bo,nJs alld son,:,; 
for technical decisions in regard to food production. Al though 
specifi ';a l.ion of the level of far"rl, cyponcli Lu!'c is usually the 
re::;ponsibility of the mnl,:, farm head, femelle farm m:1Jld[,:i,rs often 
are faced with such ,~ri tica.L decisions a~; which inputs to pur'chnse .. 
how much .Labor to use and \,111en it should be appli ed, whi ch 
hu:.;ba!ldry pr'::lCtices tCl i:1corporate, o,nd \'."hen, where, and how 
much of the crop to sell. 

111 loc;ations trot of1'0r al ten1:'.lti vo employment for the males 
the farm women 3re asswning the full role or farm nnnac:emen t and 
decision making. One example of the impact of nearby urLan employ­
ment opportunities WQS revealed in the recorcis of the farmer 
training sessions of the Tetu S.R.D.P. scheme where thirty percent 
of tJ lC trdin'~es were women. The Tetu area is north 01' Nairobi and 
accessi ble tJ sever3.1 l'rban centers where m.:mj Tctu area men hold 
Jobs. Other instances of women assuming an increasillt';ly important 
'l,"'ole in a(;;;ricul tural production were: o0scrved ill field vi;Ji ts. In 
Wes t'~rn Kenya several of the mi lk pI'oducer coopt~re. ti ves have a 
high percentage of women members who mil}: their cows, deliver the 
milk m,d insist on receiving payment for sales. The same holds 
true f0r poultry production.. A number of multi-purpose unior..s 
J.ncludc consumer cooperative societies organized and run by women. 

'I1h::se evidences of the increasing activity of sMallholder's 
wives are encouraging, but more formal support is needed to develop 
the rural women's posi tion in the economy. At present, the Ministry 
of Agriculture Extension Service trains women for home demonstl'ation 
instruction. Women with their knowledge of practical farming can 
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make excellent 2,gricul tural field officers and should be accepted 
for traii".ing. B'j the same token the Ministry of Cooperative Develop­
ment ::;h()ulJ trai n women in cooperative management, record keeping, 
etc. Cor 3ssi gnrr~erl t to uni ons. 

Th, Part C procrClfH will establish 2.Tl cxtensi vo series of far'mer 
traininc': .'jr:;:.;sions at vlLich undoubtedly r.1Lmy farm WOr.1en will attend. 
Tn::; n."o ,j.'lisU''lcs concerned wi th developing thi::; proLrram ~lrC:' urc;er~ 

to t],f'.c tLl:; 0lJpurLw1':" ty to a.s'.;lgn, whe.rlJ~·.'er poss';'blc, vlOIT,en trainers 
and \'/O':,ei :':: old st.aff. If too few qualified wcrncll arc 3vailable for 
the fir::;t :>::rie:; tiJ..'Y'l" i:~ arnplcioime to traLl staft' for the ';l.} ocessive 
crop y·;ar:.; prcjec ted in c.,he progY'am and rrojec t plans wLd provide for 
seh:c Lion Llna tr'ainiIiG 01' women f()r these Jobs. 

FOl' dir(;,' i~ participation i:1 Part C credit n() restriction;:; because 
of :~(X wil_ br' .in;~Cldcd in the b:Jrrovl(;r'::; f]1J.Lllii'icLltion. Homen will 
be aC!U\'t::~y c:1I:ouru/;ecl by coopt'rativc LlIlU cxtcn::.;ion stCli'f to attend 
P.T.C. 3!,Li obtain credit if ca~;h produ~tion purcI1{l::.;e;; ,'lre dosjrcd. 
'li tIe J(;('d~~ tracli tlonally in the rrlLlle'~; r,3: .. c except for widows wi th 
legalized i[1he6 tance will not be a loan security reCjuirement in 
?art C credi t. 
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ENVIR0NMENT}~ IMPACT 

The impact of this program on the environment is likely to be 
slight. No resettlement of population, construction of irrig~tiol1 
systems or ponds, or a~tivities that will disturb wildlife are 
planned in the project. The use of pesticides and fertilizers on 
the bulk of the acrea~e affected by the project should not substa~tially 
exceed present levels sinCE 75 percent of the loan is to meet the credit 
needs of farmers who nurmally use credit to purchase inputs. It is 
possible some of these farmers will expand present acreages, but for 
the most part AID funds wHl a11O'." maintenance of present ac.reagE:S by 
increasing the credit pool to meet input costs which have tripled 
in the past two years, 

The less-progressive small farmer component of the loan will 
put a r,llmber of farmers not now using pesticides and fertilizer", in 
a position to pUlchas!;'. them. Such farmers will, at the same time, 
receive training and assistance from extension services, hence there 
should be the. necessary educational and supervi.sional activities to 
prevent, or at least minimize, the use of pesticides and fertilizers 
in ways that have an adverse impact on the environ~ent. 

A Eubstantial portion of the funds from this loan will be used 
to purchpse fertilj~er. Nitrogenous anJ phosp~ate fertilizers, when 
applied to crops, are potentiaJly capah12 of causing changes (which may 
be adve~se, beneficial, or of no s~gnificant consequence) in the existing 
conditions or characteristjcs of the environment of Kenya. There is 
also the possi.bility that fertilizer \Jill be misn:anaged by some 
inexperieilCed handlers and farmers and !'lay result in the improper use 
of limited quantities of fertil~zer. For the most part, however, 
fertilizer will be obtained by established farmers who have used them 
:Ireviollsly nnd there is no indicatation that cases of negative impact 
vould be extensive or permanent. For less progressive farmers under 
I',lrt C of the project the application of fertilizer will increase the 
yields per den', which are very low. The use of fertilizel.- \,,111 thus 
have a significant beneficial effect on their welfare with a low 
probability of adverse effects on the land. There are no adverse effects 
on the air environment from the use of fertilizer. Nitrates and 
phosphates contribute to toe overgrowth of objectionable plant forms 
in lak.es and other 3tanding bodies of water. The permissible 
c:riterio:l for nitrates (determined as nitrogen) in public drinking 
water is 10 milligrams per liter. Satisfactory records are not 
available on the nitrate content of drinking waters, nor are we aware 
of any evidLnce of the incidence of hemglobinemia, the disease caused 
by high nitrates. The beneficial effects of the application of 
fertilizer to the crops of Kenya far outweigh the potential and 
unproved adver~e effects. However, specific environment effects will 
be reviewed further during the annual program evaluation. 
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~~ of Kenya is drought prone and certain areas of the country 
have suffered from va~ying degrees of drought ior the past three 
years. This program will operate in areas of Western, Central, Eastern 
alld Rift Valley Provinces which are considered high and medium potential 
agricultural areas a~d where drought conditions do not now ~revail. 
The Mission, therefore, believes the project will not affect Kenya's 
drought susceptibility. 
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J II t il l": rii:ht - hk'nd ;!):\l';:;n , f ,;: ' cc.ch lter.l J 'W"j'itl' ar,l'"n"'l' 0:' , I , r; Cl", "0 ., ' j,~ ~ ~' . " 
l>hl ,· ... ·l l'y o f l"I',1ui )"t ',1 t t ; ::('l.! :;. s1 ~11. A ~ n e CC F?:u'y, rc i"\"')'\'h('I : t1w t>t'{'k ~ ( llI oi:.. t.!:r 

C(ll'i in ) At,r,i :;l.n :1. cc }'a~}', or othcl' c.~£'al'ly iur.·!'lt I f .: ~'ii o,:r. (l vl~ilnh) (> (h.)~';l! J_:. !;t .• 

i n ~I!d(:h t he: n!,itcr it; furt~lc;r; di s c~3tc:d. 

Tht"! f o))0· ... i u3 nb"bl'c 'lic t ions nre used in thc checkli :;t.: 

I. 

'r'AII - Fun'i cn J\ ~si fiian'ce Ad of 1961, ItS wll~ lla {:d 

}'A!\, J 97,1 - Fore iGn As ;d .!d;a.nce Act of 1973 

.~~~~'L~: !1:?~~_Ql~)::TiJf~.Q~~..Q!iJEC!!VJo:~ 

A. Nt' cel s lihich th<: I ,c'an ic Addl'e r. r.).nc 

1. FA!, f,{'diorl )0, . Di~cucs the cxte nt. 
1.0 ~lhil":h··Ti-i &"l.-o;:n-\::.;Tl ~l.) C'" late starvl1.1. ic.!), 
hlUl(\c r and In:l.lnuti· i. U on, (i ud \·:ill p ;"CJy jde 
hasj c r.er vi.cf; (; t. o pom' peopJ C c:lhe nd na 
thdr Cf:I. }Xlc i.t.y f ar s~ lf'- h~lp. 

? F'M\ Sc::~t.jnll J O!~. JJiscus s the c>:t!'!'It 
t o ,,:Ji (' 1;TI7r7 '-)roil-w[n:--increas~ the 
opp:w t u!1i f .• 'i(;'::; a nd Ino tiv.;.tion for fam i ly 
p ) ~nni TIC: i \'Ii 11 J'C!dll C'c the rate of POP:J1.a.tion 
Cl'oH 1.. h ; \~ ilJ prevc nt Rnd combat d i cc (i~~ (!j 

nnel Hi l.] }l~:lp p l'() '/ icl .:: n r:a. lth ~;cr\'ices for 
the Cl' Ctl l. m!l..iol'i ty ,,1' t }-.t:! popul at) on. 

3, FJ\ .... 8e-::! 'i- (In )05 . Di~.clls£ thc 
c );1..cn1. t0vh;c-hLECl~c,in \· .. 111 reduce 
i 11i \. ('!'t"JC'.\', c·xL{·!-:cl be-sj c {·d~l col.io!'l, and 
ill(').:r,,,(:' ti :' l!l)~· .. :C':r t : 'Li n illC; in skU} :, 

T C}J,\, t ·d to d(":t:; l C'p~":il t. I 

JI. FlI.o\ Se dill'} 1 0 ~' . nisc \:sr. t!1~ 
ex (: ~ ;\\, t.i:; ·.;?i, ~cl;'- t.1W"-rcar, l;H i. h~ j p :,whc 
~N'nlr,r,ic f'nd fl('{'jrl 1 d ~! \-:: ]('I p:r.~n 1 I'r,;) .. l!;;' .:' 

jn l' ;r'1(::, '.:!It'h <~!: i l';~! j!;r ~~ · t.::.1.i { ,;" 'p~'~a.' I' , 
i n fl ur.-~ I 'j , 111'\'en dc·.'c ·lo1"r.r:~~nt~ (. i rl e ).p"~t 
d. ~\·,:! 1tlJ·'i';~: 1' . 

Kenya does not have a starvation 
probl em and. t he loan therefore 
does not address this issue. 
However, the loan is designed. to 
assist substantial elements of 
the rural fa:nn pOpulation 1n 
need of agJ:'icu1 tura1 goods and 
services to enabb them to 
improve their performance and 
thereby their soc1a1 and economic 
status. 

Not applicable. 

Not applicable. 

Not applicable. 



5. r/I~\ SeC[;'-"1 l~". P.isc'J~;~; lh(? 
c):le:ll t(\--'~\((-~l-t-""('-'Yo-:l-n "ill ~lIp~)ort the 

r.r:'WT"J r-~J:':'-; 0: the rccinlC'nt CO'.:'lt!"y: 

OJ. ',:i J 1 su-)") •. ·.t cl?-:21o-':~:'lt pro~.r:l~=> 

co;~ ,\; : . .- :J" ',':' ;'.' ~ teo!" i;1 [CT!':,U in:. ,1 

], F,', ! (; C' c :: i " i 1] G , 1.0lil t 
(j ,; ~",l', r ,',;( c~. -;.':-; ~ ;~'.~,~:' 'i;,'c: '"i" c;' 1:"\,; ill D ~~ I.V.! ci c 

thaL l i,;: 1 ('l:: .,.~:':,L CUU:ltn' ,:n1 provic'e 
al' le;':,( :.~y< (If :~i.-' co:; ts of Lhe! cnti rc 
pro;:riiil, ')(oJ:'C'L Clr nctivihY '·.tell rcs~:2ct 
to \l'l.lch StlC:i .. ssist:<lf'.cC is to ~;(' fln:rd.shr.c! 
UJlc1(,j" ~;c,ti(Jn'; 1()3-·1~7 of t:1P. FA.\? 

C:-:tt'l,( to \.:~,ic:'~ t ;~f' 10[," 11ill sU:en~.tll~n 
the P,1l-t.i ci.01ati ('.) oJ tl'e ur!)::lr', C!;~r:! 1"ur.:'1 
pOOl' j n ! :lc' .. i; Cl'l::) t 1 y' s <ic'VcJo:ll'''nt, and 
,.'ill cl,;~,j ~;t ill (~1.'" r'2'Jelo>1;Y'nt of 
coo; -:rC!L'.'/'.~ .. '.:'ii.c'·, nill (':lCll:lC! f'\'~d 
ene-l)ur.Jr..(, 1;1''.',-J '."C'" Illl~'~'Cl-~; of (wor !)N):lle 
to h.;l)) t'l.~:'::;r.:'.l'.~ to;I::trcl .:l b;->ttC'l" 1if0., 

3. FAA ~,:,cV .. nn 112. '-'ill Clr.y f)al"t 
of the.: ]r:,"lr\l~-(;-u's-,::it(~' -~f')(~d\l c t any no 1 i cc 
trnillln" c,r r~'lnt(',l :n-(1f'.l"i1(11 (ot~'C'r t"a:t 

.'\S:.i:;t:l~'C"' F'!1'.~C'I('t\ \I-.ld('r Scct:;(l~' 51~(c) 
0(. til' l"i:li!,u:·: C:ri~,,; r.ontl'ol <If'(~ Safe 

S II' (' (' L . i ,\ C L 0 [ J (I (: :) 0 1 '. i. [11 res 1) C' C t to 
(lny :I'll:,n';t'; n~ t':c nrll~, rnfotC(!n~ill' 
Ad,:'il:.i'_i: J:" ';;)1\ t)f LI:~ \,]L) in ;] f(ln'i.~1 
C(lLl\ll ry? 

I , . Descri.be the> 
cxt(~lll ('0 \!:1;C'l Lil" -)l'l';',r.1'1c;, ~)rojC'ct!~ (')­

<lcti.vilt,_,~; [0 1:,: fjn~r.ce<l ullCl"r tilt! In,1,, 
gi Vt' 'I.\l"l; clil:n- ,: ~ t'.:~\ti('l~ to t;I'~ int'.·;· r,l" 
ti.on c,; ','(': 'ell j;~ ~() t ll~ !I: .. t.~(jr.:\ 1 ('Cf)IVJ:','i 

o[ t1lt: r"r.i:,j,'nt: ~()lIntry. 

}\I[,.C I of H: 

The loar. will be used to incre~se 
food production by prOviding a6rl­
cul tural inputs an~ oredl t hi 
small, and lal'St' fal'ft'er~~ thCll'~by 
decreasing t.hQ \,'h.'l~\1.1Qf\~)f WI 

imported 1'0od gnlin, 

The Kenya Government is providing 
$4.5 million for seasonal produc­

tion cred1 t. 

A part of the loan funds will be 
used to assist the GOK in channel­
ling agricultural inputs into rural 
areas through established. farmer­
owned co-ops and associatior,s. 
In adui tior, components of this 
assistance will focus directly 
on less progressive and heretofore 
unreached farmers. 

No. 

The loan will make assistance 
ava11able-o both men and women 
farmers alike. See ANNEX: E 
of the loan paper. 

http:th:.;e.os
http:sist-ala.ce


• 

5. ). ~~. ,:~~ c t~ ~ ('''. }}.!,_:_ '!i 11 J IIV :,:: r l 
or t.11(~ 1,,:'\,. l:f~ lI~.~(: to ~~y fr)r Liw ~C!r-' 
(.)n:l~I'C:t: 0: d;;ort.'.C:F> 2,5 ,"\ ~I(>l!lr.)d Clr No~ 
L,"!I;~.i]v J)];:;lili.;:,'. or ('0 r·otivato. or coerce 
.'10)' pcn;o:l Lo ;lr2ctJCe <lhcnt:'ons? 

A. Pro:~r(':;s 'i'(J' . .';].rc~:. COU!1tl:y Gonls 

1. r,\\ ~.:»(l1(1») (.'i). 20J.(~)(7). 
?J~)Jh) (~;.J, .,-. :.,' .-- ";) j-::C"l!:'-;~-- C;l8--':~;Z u~ilf 

to ,<d.c:1 t:!:.' c(ILUlrj is: 

(a) ::a1-i<: ..... ~1·))·oi'!·i2t-:'. efforts 
lo :iI1Cl'{';':'c fc.l;:! :)n.'(~uct:ion imd 
ilI1:.q·O\!(~') r·I(.:t1~1:; for f ~oc 5 tOJ:<l;;C . 

and J jE3l ri IlL! l. i 0:1. 

(ll) Crcnt:in"!. a bvor<!.l~1..e C)51:l.:ltC 

for forr~jf'.i1 .:Illc! c1o:n0.!;tic r>rivCItc 
entcrpris:' ;Ja{~ l.n\'cst~::~nt~ 

The G~ has reaffirmed its 80m­
mi tmant to increased food crop 
productio~ in the 1974-1078 
Development Plan. Current 
budget a~ locutions reflect thdt 
corruni tmen-" To st.imulate agri­
cultural )roduction Kenya 
recently increased food crop 
prices includJ.ng an 11% increase 
in wheat I,rices and a 30% in­
crease in corn prices. The 
Wheat Marketing Board of Kenya 
has steadily increased the 
storage and ha.ndliI).g capaci ty 
of its facili ties. 

Kenya has a growing economy and 
investment policies that are 
conducive to foreign invesull:mt. 
U.S. business investment in 
Kenya by more than 125 companies 
has doubled in th~ last two years 
and now represents an investment 
in excess of $170 million. The 
GOK has signed an Investment 
Guaranteed Agreement. 



(e) Incrcosinn th~ pco~le'3 role in 
the ccvcJ.o;mcnti1l p/roc~ss! 

(d) Allocoti~~ px~cnditur~R to 
c'lev(?lopr.~cnt l·.:lth~l·' tht'ln to 
unnC'cc~;s~',ry !',ilitary f.\llrpor;('!s or 
intervcntio~ in oth~r free 
countri.s' affairs; 

(c) ~!iJ.lin:;~ to contd,l"lIte fllilds 
to the \)l~O:i cet Ol~ prOrrc1r1: 

(r) 1':cJ',ing c~c(J;l(J:!\ic, ~ocinl i:lnd 
l)~li tir.'al reforms ~tlch us t<!.-x 
c:011cc:.,jon ):;~.o;-Ov("L.Cnt5 l!nd 
cheIl,scs in 1~1.!1c1 tenure ll.rNl.nget::cnt; 
~nd 1,·e.Y...i.n~ proZ,ress t.o·;:',rd T'p.spcct 
for the rule of luw) frC'cdo!".! of 
CXPi.'c"s:;ion and of the: pr-;::;s, rJnd 
rccogni ::illG the 5 nportnnec of 
indivitit:al fl'CCclO;'!, iDit:;~t.iv~, 

nnd pri v"tc: en~crp:,bc; 

A part of the funds provided 
under the lOEm will be used to 
assist small less progressive 
farmers who have not received 
!:"lch, assistance in the past. 

Kenya's bur'lget for development 
projects and activities continues 
to increase. In FY 1975 develop­
ment expendi tures were $88.3 N11-
lion~ and defense recurrent cnrl. 
developmen t expendi tuf'cs $ll) 
Million. Kenya maintains a ffJreign 
policy which emphasiz8s re~oual 

cooperation. 
The GOK will contr'ibut.e $4.5 
million~ 25 percent 
of program costs. 

GOK recurrent revenues have 
~~ ... "eased 'from 13.9'/J of GDP 
~n Fl 1964 tn 18.5% in FY 1973. 
Since 1963 ~he GOK has operated 
a series of settlement schemes 
whereby large expatriate holdngs 
have passed to Afric9.l1 settlers. 
As of the end of 1973# 61~#;14 
acres had been developed for 
57#174 families . 



({; ) vi tc.l cco:w:tti c, 
)'lol it. ic.J. l {· !if. r.oc n. cor.ce rns of it!; 
DC(JV1c , r.;ul c.!c::..:'1 :1 !>t !"<!. ... i r..:; c clc~1' 

dC t. (:T !il i nn ~ i o:: t o te:}:c t! ffccti~c uclf­
he l p tr. c :!s\.::- ~:-\ ' 

j~ , :tcl ,, :i o" , '·' J:h l' l ,:? ' I : 'ljU~ d ~ tPl tr 5 .--.. -~ -_._ ... _---_.--_.-
J , r" j'., ~N: , (l / {J(C ) , If ,'1SS 1 S .t n. I~ ' : 

i s LO CI ·l:ov~:r'I;! ~'!n-t' .- ·.r~:!! : c :;,oV.(! 1'~; l~,n t fI 
in (l C' : , t ,:: ~1 to f!il y li , !: , CJ.ti7,C' n for ~ood A" 1 
or ~, ,' )d IW '" f. ~L : " li ~; : I..:rl or anl ~ r ~d \ :}ol'U', : 
( ft ) !:; 1' cI ; cj ti Z ~!\ ::~ S Q X ;'.,,! U :3 t' ~c' .wn! l ­

.<lh ]H ] (''',.11 n:!;~llj C':3 , inc:ludh!:, nrhi tril ­
t ion . or (ll ) th~ 1·: C'~: t i " not cl r!n icd or 
cont(' !,-C.:;'d h,' t; l ~ r,g vC" rnr.('n t. 22:. (d t he 
:i ndt:i l C',cl ac!>s ar:i !:0 ~; under s llcir r,ove rn­
l' :cnl" :, tI l' a prC' rl{>C'r. .'; so r ' 5 \!I!condi ti ona l 
['. lL';! r ;.1\ \' c C! ? 

i!, r,\A 5(: (: , (, ~:) (r:). If t~ 'e l Oc1n 
i s inl-c ~r',ir.(l -To-r·-cri! ~':;-tT.'ucti o:1 or onl11'a­
t :i.on ,f nll~' p rtl ;'l ;\ ct:i.',o e cn tc 'l"j'll.'J.sP. t l ~a t 
v:U l cm-:nrot c \ ' ,~ t tl t ' , S , c .. ,t~':l'~l-'it. c . ha ::> 
I. :,c (' (' I'n l'l" : (If~l ·r. f" ':! t iln t i t \!1J.l c!'>tal'-lhjll 
;': 'H)l'(!l'd "t:c ;' IYC· (' (! \!j·C'i to T' r c.v r: ~t P,X\l0rt 
to Lli t;', U, S . o f 1':ClI~ thar. 2~:'~ (If it ~ enl,(!'T­

.) r:i Il C;1J ~' n : ll ! :ll i'lrt.u!uc l.:i.on Cj{lrjll~, t:I~, l ife o f 
ell >:: ) M 1Ll ? 

3. 

The Government h6.s er.d Is continu­
ng in 1 ts policy a."ld action 

direot resources aro Improving 
. the 60clal and economic condj ·1on 
of i t~ people, 

No . 

il'f,,-:-. Mr. John Saul. a U.S . citizen , 
in April 1974 obtained ~!'Ornd. t f ran 
t he GCI< f or the mini of rubi es. 
On J\Ule 18, 1974 he was expelled 
from Kenya and a min1ng pe:rm1 t for 
tl~ same locations was issued to a 
Kenyan national. In Aug. 1974 Mr. 
Saul obtained injunct1ve relief 1n 
regard to the establishment of the 
COlllpeting olaim. However, the GOK, 

:i.G Lfl " ~~ ov.:! rn:-:. ;,:\t J ' l.:;! :; til': c.o\!., try ' s ~. nv~rn-
" I:~!:nt •. or " qv. o <.·,~;1 C ',' or s I J1Hlb!-:> ~orl t ltc·rr.~ (\ f. which has canoelled the competing 

claim of record, prohib1 ts Mr. Saul 
( .:t ) ll :\ l .i.. O ! I:: li ;~ l~;~ 01: ~ :r:) ro'Pr! !l~.;'!.rl pro:,cl."tY from entering Kenya and from carry-
o':~~cd l '~' 1.: . S . ci t:i ze l ' ~ q~ l~ \. n"y r.1.I ~in.:::.;. .1ng on mining operations . In Nov. 
e r. t i t )' ;wt lcs ,<~ I :!<m 5 '1; ; ) ~n <!ricbllv c~·~n 1! " hy 197' · the GQ{ bel9lll to negotiate W;!. tI 
V. S . ci r t;:('ns . (h ) ta1:cn 5t l!!'I !; t o rcp ll di.1t c , Mr. Saul' s representatives on the 
or null ; f.y c;d :il l P:". c C'i!.tr~c ts o r .:t~ r c c!'"("nts c om. ation to be pald for the 1m­
\:hi! !l1 1(;:1 ci.t ~ 7.(>!\!.i ( I r ( : r.tit~' . 0\' (c) f.I' :"'c.t.f:t l pa.1rment of his mn1ng'rtghts . In 
C'r f;n f . ,~·c:r.(\ (~ :; s ,., r~ :-:I :i ,nnt Cl\'Y t m({$ or nth,, )" view of the com~ex.1ty of the mat-
(, : ): ,' (' I· r( " 1 ~; . ("11' n' t: lrict i vc 1 ~"1, li tt',' .1.~ cC'! or ter, the time used to obtain Inde-
Op (, wl(' ion t: l' I,:1i l ~ ('II: ;" ~ rr so, nne: N>Tl' I,:j :tn pendent o~ln1on on the value of the 
t;1:>\ rW!ll: \~: h",; C" ;\:I:: C'c1 r.i:l C(" ~tlc h OC C' lrr .lt\C(! , Saul ola1m, and the potentially 
:1':('11 1 i! :! Ih., , ' P\ ' u , I, ' ll l i l~(anH i i\r; t! l flt I>r· large sums involved, the length of 
r.OV(' I · nl. :~' l\t . or :\1'L» ' o"l " i " t c :l,:", ':- ncv or ::: \11:. the negot1tr.tio~ cannot be id-

ered unreasonable . d :.i v l :,LI I\\ L ~ l c: r ~ o ( 1 11 :1:' tolt' ~ ,) "'l"')Tt)T"ri IH c: ~ ; l(: I)~. 

te' d1 :; ~-:",'j 'j 'f'! : i:"; p· ' ,l ir,,'l: i o: !r. ~lIl r;! Ct.' il"llf ' : ' IFl tjn~; a1 
1m,' l(" ','I I \'-1 , ; t L":1 r, 'i li :~ c'n or ' ~nt i tr? rf ) (" !l S r11:'lt 
r. ~: :"l\:l t'I ~~ h, ', o:: )., .)ttf!cI. "'::"!It nt" :'II, ,r M L" . ' :/1'1 

iL 1 111: (:1' t r,l f!; . ·; r , ~ ·o' ;", t:l 1t:s 0
"

) ~ !' lIl' ir' L1,:? 



~~~'~.'~-r-";f·-;:~" -~--' 7,'~=""'""' ••• '~I~''''::'' ____ ~ __ -:~ __ ~_''"' ___ '' _ .. _ ........... r-"- .. ~ , 

n 
I. . 'fA/'. s !'S' 620'-11. li::.s th.:! country 

I)c: n;:i.t,t.~·,:l, 0:- ~·:!.!.lc~ to h .. '-\(: .:!.d.~Q.U:l t.1! 
L1Co. ~m· Cli t.o !':'CYC:1t, the d~\'1:lge 01' 

o 
do ::: tl' UCtiO:1 b~r' :' :'::'!J c.o:t!OI1 or u.n. p:rcp~rt.)., 
e.nd f<:!iled tC' t :!i. !: . ~:>propriflt.e rc.1!~~:::'Jl· ·~!i tll ­

}ll'CVCrlt. c r ~:c·..;, r!"i.' :l:C e:.d to proY!de ,u!e'l.uctc 
CO::FcfI':':!' iC :1 :~o: · slIch i!c.l!&r;e or acst:!"'l:ct.ioa? 

.'>. ~~ .. ~F.'._._~:~Q.P.l :.. I'as t~lC ~C'vr'rn-
I!Cil l i ll',ri t l,llC' , : ;il :l!lVPf.tf.'4:'ot ;-;u:\rili1t:t 
p.oJ;r '~!I1 ll1Hlcr )",',,', ~cc. ~21(h)(t) 13t.(il)(1) 
( 01' L!I '~ S .l CCi!:':C d ftl ·. ~ of inr.(l·'\Vt:' rtib J.j tv lind 
C ~:'ll' (l I'l":iiltjO:1 or cC:l f !!:cn tiC"n? 

SCCt..iO:l 5. ;!cs Lh~ COll:ltry cei?'.cd , or 
i r.il)3;~~i-<!-r:y :;)(~r.21ty or scnction nzeir.st. 
uny U.S . fi !.hi l~G ~ctivitics in i nt!:'!'r:c­
ti (J;'lc l ~> atcl'!;;? If, us n. r esult. of ~ 
~c) ... urc) tl~ E'" U. f; , G. hi!s FI?dc rc j.!,Jbu!";; c::.~nt 
uncle l' t. he }J!,;)\·ir.5.oar; of the Fls hcr:n.n'5 
Pr ot.te!.i \'C Act c::;d r;ueh cr.:.Otl!lt h!!.s not 
been !lr.id in i\~l! by the s{!i~ill~ eOl •• "!t::-y , 
.!.,:k;;!..it~- the:: ;:;'vC 'b;'::,iL~L.i.ulI .... ·h.ir.:i! t~ct; c.!'n,..;!s 

.. hew t.h t:' ui tht(ll": in~ of o.sziDt~ncc t;;H1 el' 

the }'AA he!; bC ·~i! or vill be l'. JJF o:n;'lJ.i~h<!,:1" 

'f , FM. !icc. 620( ("I t. H!!s the 
eoU!!t r.'l Leer. 1.:1 ,J·!:'""'la..llt I cLul' inC n ']ledoe. 
in c;.:c('~s or dx ll'.ollths) in pz:n~~r.!. to 
the U.S, ott nny FAA lO<!I1'1 

~. l'/lfl Sec . 62C(t). Erne diplo~~ '-'. t.ie 
rC)I~t j(':15 'octIlN;n Lit ,,: countr y e n.:! th~ U.S. 
been ,r;c'.,rcrcd? I f so , have tliC',)' bct:n 
l'C'nCt.'(:(!? 

,. 

Pnee G of 18 

There have been no 
inatano •• in Whioh it 
hal been neoeel&17 tor 
tho OOK to take aotion 
in this oonneotion. 

Yes. 

No. 

No. 
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1. Fl,.!. fi co . 6?o( i ). He. the 
cCJ'J:1tr;: G~:~-c?~' ~ ;: ir_ :Ll)' r" Fl'cSC:1 t~l! r.t 
any .i n·.cr;: ~ ;.i~:I :'.l ccr,r '- !".:':lCC \ihCfl t r. ? t 
)'"(:Pl'" <:~c:l :; ~""io~ if! c h.·:'~·c planninc F.et i-vi­
t.:! (. ~ i !':"\:'I! \'j r;-; iti.sun:~ctioll O!.' tu":.l\'cl"sio~ 

dil'C<;t. t;d i!sn i~ :; t t(:l:! U.S . O~ cO\.:.!l:,;ri c s 
)'ccdv5.:1S U.S . r. ss istrmcc? 

2. FAA Soco . 6?0( ",). 620 (,, )} lias 
t he CO'..l. •• ~!·:.;-~ld J f~:r:l:i;;hcd, or ll':m: ittcci 
ships 0:' 2.irc:·~ft l:nd~r its r~ gi(;trl to 
carry to elf;):'. 0 1' Horth Vi d nnu" it~ ~::I S of 
cconcr:i C I ;:i~ i tv.ry or other ~ssi !; '; al\ce? 

3. F;·,.A~Sr:c . 620 ( ~lj hrp. , Sec. len. 
\ lhnt j ~ t.h~ etat l:.S 0:" th~ CO'.lUt l ':; ' S 
U. ll . ,1t:.C5 , {'.~ t;CSS :i1'!!lts or oth er 
oblige.tio : : ~. 7 Does the loa r. c,'-;l"ccncut 
'bar r.ll~· \\!:,;c of fU.nd:; to p :-.y V.I';' 
Q !;;s(!t;~:.r..cn l~s ) dues 0;" arrcnraZp,s'! 

D, J.!ili~t!,l" { Si t u:>.ti ('ln 
'-"=="-.'"--~.---

No, aa far as 1s known. 

No" as far as 1s lalown. 

. ' 

Kenya has not been delinquent 
1n any obllgations to the 
U.N. The Loan Agreement 
11m1 ts the \;Se of 1\uxl.s to 
the agricultural pursuit. 
of the program. 

1. I'M>, Bee. 62C( i ). Has th~ cO'Jntry No. 
cngc2,cd ir. O~· p r epm:',:!d 1'01' am;-,,~ si \'e 

~ilit~>, l'Y ci"f..:J~' t s ei r cctE:d af; c:. it~st. t he 
U. S. 0;" c::,unt:r icl) r eccidns U.s.. p.csh.te~c( 

2. FAA Sec . 620{s). 
(c ) t he pc=-c~n t!![,c of the cour.t!'y ls buds et 
eC'/ot.ccl to r.:i1 i t r!.l'Y pllr ':)o~ c5, and 
('b) t he ~~I~l:'!t of t he c~untry I s forcien' 
c):ch~! ~ ~c rC ~;'Ju!.'ee3 used to ncquh'e I:\':' litm'y 
N~ui.t!~~ nt , f:I:c1 ( c ) t: ~s the COtl il.t :-;i ~?~:1t 
IJO!\{,Y fO l' ~or'hir,t i c~d .. cd • ... c apon:. cy~t~;,, ~ 
p\ll'c : )J,~jc:d ~ .i./ICC the statutory li::;i t nt ion 
b ,'cn.::I!: (" f f ee t i YO i 

. ' 

Approximately fIf, of Kenya's 
bI>lget (inoluding the Devel­
o_nt lblget) was to be 
spent for mill tary Pm-poses 
during F'l 1975. A negligible 
amount of fore1&r?- exchange 
has been spent for p.Jrchaae 
of mill tary equ1PD8Dt" none 
ot lIbich would tall into the 
cl.us1:tloat1on of "isophistl­
cated weapons" • 
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2. 

( 7. ) Is I he cOJ,mtrv ~i\'c t't:2.nr; 1.: , S • 
cl (!vclo;''' '''!'ll .1t.sif:t:lr.cp ()r PT, ~!lO 
s 31cs to r.li litllrj' c;': j) (mdilut'~~? 

If?' I s the ' country ri1v~l't:inn it:; 
ot.'J) rC' s ourC!"' 3 to lI:lnC'(~c!;~ r', r,lil!­
t t'lry c:';"':n~1 tur<:!~? (f'j\\cl. 1~".R on 
th ~f,~ quer.t·1.on.c arl'! to h.·: r.'ade foT. 
C'::l. ch count ry fit leCt~t one'.! (,<lch 
f:i ~:cfl l ~·c"r. a.,d, 1n nr.1c1l.l..:i.on, ns I 

ofl' (m ."is l:'I:ly be rcq l 1:i. n~d by :t ".:\ter:( nl 
<:h"nf,1'! ill relevant 1nfoIT.Intion.) 

III. Co; 'DITW': OF THE WAil 

1. l'I,,~ ~t;?Ol (£oJ, 201(b)(~). I s tho 
nt.t{~ of j I i'~l.: ;·cct. e/:c~~siye or unrc:'.r.cmho] e 
f or ti1<' i , o;rQ\.~"::~ ·{ lu.:e tbc::-c !·(:.e. !iol1r~b.!.c 
prollfl": I.:: ror !"c pr-.)",;:,.~r!t 'f Hhr.t i t; the 
r.ril(: C: ) 1 ~' riOj b!..cJ\':st I'ate; the l'ollo',dnG 
),c'ri.o:l j nt l" " ' li l. rt" ~, (J? III tho Tato, or 
~I1 L t:Y" ' II!, Jd c:;g' r "hlln tho CCI\lnt.l'Y'o [\JI3,)1,. 
",.\):1." ),-,(,111 rl1\." (_f intorcl\1. • 

.. 
Pitl:\lIClllr, 

J . 1·.'\.~!i;~ ""' ( \ ' )(1)1 ~·o "Iu~t ( · ~: t.(,l't. 
c· 'II 1 I" : .. " , '1 ;' " .. I t" ;~·~II- ;,. L1 ... I.,,";.J .. 1'.' . • _,.tl . .. :) •. \.' t; .. r.l. _ 

~) l- to: I '1 " '1 I"t H:-! B~ H ,I: fh;e:'~~j !' ,hl HE-dh:~~ \ 
!l!d h'Ij ",; .loihtt :;~\lfE~~ 'iit!\! ~; PI. \I '~,l 

. .t. l" /~,y\"nl (10)(:1) . ~C1~). Thc 
neti '.-1 ty ,.:; c,,(',iic!'~i c {'.nd· tcct:.ni1:t:! 
r.(H' Zl d ,: ·::~!; 1·0 lI:' r_: I : rt.:..:~.c lo~,; doer. ti :c 
1<.1:I1l ::S·; ll ic". tJ ',1:1. ~Oi';d·b,~l· \. Hh in('Ol'­
IN', t. i un ":1;! 1t:::;,\1 :'."1 ::c I~lt. j ~ di(' '1tc! t hn.L 
fll 'I(!:; \: : 11 h I •. ' ., ·.· ... ·.1 in ". ceo' . 11 .. - ~ .... 1 I,(l!:!!.C:! ':-' 
~" ., •• -" .' ... e'l I , . • .. , t . , ..... / , ... ... 

- .. -~-~-- . ,. . ' .' . 

No. 

No ~ , 

The loan terms are oonoes­
.ional and Wi thin the 
oountry's capaCity to 
repay. The 1nteresi rate 
i. ~ during the grace 
period and 3% thereafter 
wh1ch is below the 
applioable rate in Kenya. 

K8l'I3'& haa rece1 ved develop.­
ment financing on reasonable 
tern. !'rom the Uni ted Kins­
d~) the Fedenll Republic of -tW. (!iWle~. t lilll" . .. te , 
ltaW@'i1!!'. IiOOH!OOi!i NOll\!!': 
9BS ~ r~qu1r-ed. h1vaw 
U.S. sources do not provide 
finanoing of tI1ie t:rpe • 

Yea. 

http:InSoKenya.sd
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2. tA.·' E:'J ll(E'.)(l). Have ~r.s l n(!~d r.c, 

fin:~ncinl, r_:".d ol hel' plens nccc;,~£!.r:t teJ 
corry l)'lt css !!;tr.nC'~ I end [!. rce!;'o~:J.blc 
f'l.rm c::.t.!=:::e 0[' th£' cost of e:;:;ir.t r.r:cc to 
t h e- U. S . I c.c(,:1 ' c:o:J91~tc<i 7 

·'1 (b)' 0'01 If t l .•.. , -3. FAA ~h) 1 i 1 \ ~1:' . .... ~ 
loan 0 1' C:- ? :l t is 1'0:" :::. ·.;r.t.cr or rc2r.t~i 
l ~~j() · ·;·.:: s ()'.:rccs co!!s t.ruct:'on P!.'Oj c c-:; 0)' 
pJ'O[~ I' ''='1 do ph.: l :; inc l ude P. cost­
bcn ~: ~"l t: c'o::put::t i o::.? Does the }l!'oJ ('c{, 
or )'"''-- -' '' r:!O"t +he "· ,,lC VC. 'lt V.S. -~'"" , . - ... ~ .. . ... - . 
cO!l!;tr .. ,c tio~ st t. !'lcl ::.rds end criteria 
used in tl.ct!:!,L1ini ng fensi hili ty? 

'1. 'fAA 9~) . 1 (c) • If t.his i s a 
Capital ~\~·s istz.r.cc ProJ .:-ct "i th u.n . 
financ in[; in ezc~s!'> of $1 ;:illj(m, h:!r. 
the prin cilla l I •. i. D. ~ffi.c~r in the 
cOlmtl'~,' ccrtific:d Po:'> to the country.:; 
caj:mb.U.it.y cff~ctivcly to IT.o.io.~ llin nnd 
utilb·~ the project? 

n. 

COU1 I~ry Goals ' .' 

1. J'f,ll_5fi20I,_ ?,gl(a). Hh~t 11:; th::.!. 
l oan ' :; n.:l:~1.. ic..n 1..0: 

(u.) Inst.itt~tionG nc~dcd :01' n 
de!wcl'~t.: c sod c ty and to e.!ISlir c 
Jao.x i!:; l'.;~ p:!.Y~icip~tion on the T!!':r t 
of th~ p::.:>p!c in the ~nGk 0: ~~ono~:i, c 
d0vclop.r,c:,t? 

, 
(11) J:n :~qli!1':; the COtUltl'~' to i.!':<.:t 
its foocl nc~ds both fl'C:" its mm 
"'(~!iOUl'C \!!i and throuGh <h.:vclop:::!.t'lIt , 
vith U,S . hel]) , ot int"l'll!)t.ruci.. utc 
t:o !,uPi1.:>rt incrcnscd C.CricuJ. t\a',!l 
producti vi ty? 

(c) f·:cctinu i ncrc(I.:.i nC Ih"!cd . for 
tl·.~5 ncr. 1:: .:l!ll'C~:cr 7 

(d) J ~.: v .. ~lor.in.:; pro:;l'c..';l':; to rn~C't 
public I: c.:!lLh 1j '~C'.ir.~ 

Yes. 

~ loan is not related. 
to wa ter or land r esources 
oonstruction', 

Yes. See ANNE)( H 
of Project Paper. 

The l oan addresses problems 
in the agrioultural sector 
working through financial 
institUtions and government 
agenoies in assistlng the 
farm communi ty in develop­
ing the economy. 

This assistance is direotly 
fooused on food produotion 
inoreases and will greatly 
assist other GOK efforts to­
ward making Kenya self-suf­
fioient in basic food. 
requirements . 

Not applicable • 

Not applicable. 

http:GOI'eiff6o.ts
http:princi..al
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( :) A :,~is ~i. nG other iuporte.r.t 
CCO!1CI: \'~C t p'J2itical J "nd !>c::ial 
<lc\'elo;: ~;t :'lt n:t1 vi t.i cs, illcludin.r: 
in,1u!l~~·ic.l r.c:v~lo;'::"!!it, Cl'o"th C.r 
fr C'c h:co!" un:'o:"". !) ; coo!lc!'llti 'l('~ er.d 
\'ol t::l't~!·:: l'.Sr.:;~ics . i::;TC-" CM'..!~/'; of 
i.rl!;'!. ;(1:-: .• , t 1 C:I r. ::c co;-_~ui.i c c.t i 0:1 
~:tot.(! :-,:;; c:.!-::!1)i.liti $.5 fer plt.:.1mine 
and p:..:l.lic ,'.G::,.!.n ":' ~t:;: c.tiO!: i urb:!.:l 
clcve J eEl::' :":1: t. ; 1;!1l:j r:odc:rni 7.~t i Cl:: of 
cxh.tillf, lr. .. :s't 

2 . Ff._f.. ?2(l)(b )(I~). Des cribe t.he ._-_. 
lJct.i 'lity ' !; cO; :5i !i t ':::~J .... ith and rclllti o!l­
!>h:i] ) 't.o o~.~c: cY/clcp:.:!nt acti vi ticJi, c-:ld 
it!:: c.:O:1tl'i C;'ltio:l to rclizF."blc lon~··rcni;e . 
objc ~l,;iyc!i . 

i;. r,'}. ~::W:(f ). If thi!:; is e. project 
lO:'!1 dc;-cri'b(;'-~~ ::iu:::h project ·..'i l 1 
pr(';::~tf! the cou:;try I s cccmor:1.ic c1c\'dcpi1ent: 
t vktng into r.ccoun t the country 1 ~ h:~~~ e.n< 
,\ .., ... ,-.).; c.l "C"C""""c I'coLlir c:::~;lts r~nd .. llc , ..... . .... . ~~ .- . .... . 
l' cl~.t.ionghip "':Je' ... ~1ccn 'Jltiuate obj cc ... ).\·cs 
of the p!"'ojcct end ovc::-all cconc:td c . 
d~·'.·cJ OPI~-::I~t • 

.. "'I" ': ':>~](b)(? ) · I'''ho··· 'I~· ··· ..:I'''r.'' ",' :_.:..!.~ .\J . .~ _' ....... .~.) '" ~ .... _ .. , 
. the nctivit.y {; i\' c rct\!>cnl~bl c prol:".i~!:' of 
contrl"hut.jl!~' to t~c c1cvcl"p::ltmt. of ~' c?nc,,::,,;ic 
) 'C':;(lU!,C ~!~ J or to t h'J itiCr ,Hlse ot p~'(I:1 ucti Vi.' 

(:cpHcitic:;? 

PO('.C JO Of' J8 

Farmer cooperative societies,. 
tarmer associations and agri­
oultural banks will be the 
implementing agencies for this 
loan. 'nleir cdpaci ty to provide 
add! tionel services to the 
agricul tural conunun1 ty Will be 
strengthened. 

Altho Kenya has a moderate 
but ~,!OWlf!g 1~)ustr1al base and 
an important "Iour1st industry, 
agriculture is and will remain 
for some time as the main econ­
omic acti vi t;y; of the economy. 
Government planning and programs 
reflect this reality. This loan 
is acoordingly consi stent wi th 
those plans and programs. 

By providing some of the pre­
requisl tes to an expanded. and 
vi.able agrlcul tural sector . 

Th1D is not a project loan. 

By ass1~~ng in tlle provis1on 
of 1dentified agrlcul turd goods 
and servioes to farmers and 
fana are8S wi tll potential for 
inoreased production. 

http:dielc:.an
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G. F/."- L,?B.l.(!:o}. lio., docs the prCnt'arn 
under \lh!c h '.::;"i !;t.c.u.:e- is provie~ci l'£'coJni zc 
the f.:lr~lct : l ~!· Il~CUS I ces1r~s~ ~d c~.lJ:lcitio:s 
of th e co',! :, :.:':; I c pe:>plc ; u ~ili Z~ tr.':! CO'.l.'1tJ.y· 1> 

jn tcll.cctl.!:~.l !·t: r.o~:rc.cs to cr:co~: rc.&c i!'!stit\~­
t i(J;:~ l d,=="'(:lo~:-.':r. t; an~ Zlt:.pr-O!'t civic 
ccIJ e" .... io:: .;.r,d tr.:linir..G in ~%ill:; l:'c ~l 'J ircd 
fo~: ('[feet-h'c p!'.~·ticip.tlon in pol itical 
p ro=t-:J f,e~, 

'(. Flit, [a';a.l. ( ,.J. Ho'" ",ill th i a 10<'\n 
encow· c::.z;cW':ec.:a;r~cr'j I s effcrts to: 
(It) j,Il Cl'Cc.~c t!:e flo· .. · of int er(!l:.t.ion~l 
trndC! ; (b) f05~.cr pri'/ate initiat.ive nnci 
c Or.',p~titio:l i (c) cncol.:raee d·~\·elop:r.cr:t 
nnd use ot' cco?~:-nt.: .... c~, crc.:1it \;""iions , 
ano vnvir.,;,,"; nn:I lo.,.~ as~och.tions; 
( 1) c1:i:,~col!n· Gc ~;.o!~o:;olir.t5.c P!·~.ctic c:;; 
( c ) )j-i:;-.rovc tc·::-;mic:! l cfficicl}Cj.· of 
i"clu~;t !' .\ .. ) r.!;:·ic ~t1.u:e, ar:d co;:.:;:erccj and. 
( r ) !.;tn .. 'IIGt.:'lCn free! lc.bor unions ? 

• 

• 

By supporting agr1cul tural 
development the loan Is 
aimed at those lnst! tutions 

' UIOst directly affecting 
. welfare of the majority of 
Kenyan people. 

!b' (a) incr easing agricul­
turel output of {lome of the . 
crops that have export market 
or potential; (b & c) helpin@ 
to develop capable and suc­
cessful farmers through 
established co- op; (d) not 
appUcable; (e) the exten­
Bion services to be included 
under the program; (f) not 
appll"oable. 
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8 • . l-·~t f?O~ (n). 'Indic:1tc the n::munt 
(If 1:.or: (::':~~:·I~~·~!' to~-lvS ! i l:hich is: coinG 
(!it'cctly to ;~i· .. c.t~ c:lt~!'j)rlf;c ; r.oinz 
to ;nt('!·;"'.~.~ir.ti· c!'c ~~it ir:.stit'.ttioll s or 
ot.i;c r bo:- :- (r.·~ !"s for \.i!<(: by P!'iVE:tc 
(, I ~tc::.·p!"!~,;::; o£:i ng lIsed to !'in~ncc 
ir:port~ fTO:' !~ r:r5.vntc sO'..l!'::es i or other .. 
l!.!!'Z 't.'e!.~~ ·.~: ,:1 tt;'. !'i!1!'.~c~ !!",:,,=~~!"::-r..:!! :!t!! 
fr(l;'1 pri ','i'.'.:.c s(;urccs . . 

9. }'/',I r,(..l.J(e )(?'). · \Ih.'~ lcgicletivc 
('.CtiO:l i~-·;:';~~.~il:Cdt:ii;bin the recipicmt. 
cm:ntr;(! ~{:'~.t i s the bt!.sis for n 
rca~n;H!.b) c ,,:-:t i cipnii.on ths.t such action 
\:ill be ' cm:pletcd in time to PCl'r.:it 
OTtic! 'ly c.ccc:cpli::.bmcnt of purposes of 
1 0:1 11'1 

1. EJ'. r.. fi51 9. If thi::. loan if> 
ns~,iGtj nz ~. nc'''!:r indc:;.:!I'H!cnt co~mt.ry, 
to ,;h il t. extt:~t <b the ' d, rc\i.,,:st~!lC~S 

JH~!"ilii.. !:ncn " :;r.is 't~"nc e to be I'urniot:c'd 
" tll r(Ju.:;i: : ::ultil~teral oronnizations 'or 

pJ !:I!S? 

2 . !.'A,\.E;:!09 . If this lonn is di rected 
crt. r. li:-O~!lt, t\ 01" E:.n oppcrt\\"""Ii~y tr.e.t is 
rc."c:ior.{:1. I n lH~tUl"C J ho~ .. docs :ls~ist ,:ltlcc 

" Ulldc.::' t. his lo~n C'ncoilr4!Ge 0. rceiollC!l 
dt:\'(d, of!:r:~::t !Jl"oc;ri:'~? Uhc.t lI',ultilr.t~r:tl 
lJ.~ !;i C~t; !lce ir. prc!;cntly bcinS furnished 
to th'! ccuni l';r? 

" 

o Paze ] 1:' or ]8 
, 

,No loan funde Will go directly . ! 

, to private enterprise; 75. of 
the loan will go to' 1ntermegj.ate 
cred1 t 1net1 tutions which will 
releQd. the funds to private large 
and emall farmers for procurement 
of both domestic and imported 
oommod.1 tiee. 

No legislative action required. 

Not applicable. 

The loan does not address a 
regional probiem. 'nle U.N •• 
World Bank~ W.H.O. and FAO 
prov1de ass.1star"i:ce, to Kenya. 
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E: " j)lo;;:::~~t, . Do.l o.nce of PejT.:.~ntG J 

rri\' r. t~ Lntl'r m":!r.f:. , 

1. "PM', s320J.(b}(6); 102 . \'!h:lt are 
the »or.~T';l~ . c i'fCct.~ of t ~i. ::;; lOl!.rl on U.S. 
cconCl:':".;/, '~'i th s::.';.:citl l l'e fcr;;o~C!c to cree-.s 
of sub:.tr.::t. i !l l I t!l.io."" f.urplu:;? Describ !,! 
the C):'~ C:lt to .,;hico as!list~~cc i n conr. ti·. 
tutc~l ot U. S . cc.::.::.Jditics c:"!d services , 
fllrni nhed. i r.. t!. r:cn:lcr COr:Sh itC!.t '..-ith 
ilUjJl"O':i n~. th~' U. S. bE-.la.nce 0;.' pll;rri:!nts 
p05itio;1, 

2 . ·tlj/, D~6.1.2(h); 636(h). \-fhat steps 
h l'.\'c hC(:11 ta}:cn to r.ssU!'C th!lt , to t he 
lllax:i.l:l.\t:.L (.~"tcnt poss ible) foreit;rt 
cun;c:lci c:> o':ln ed by the U.S. <:.nd local 
cH.r.rC'nc i <:l; (;on!.:rit.:~t.cd by thi:! CO:.11'I"::1':r ere 
utill ze-cl to !Wet the cost o.f contl"C.ctu!l! 
i!lIcl ot.he)' 3Cl'vicC5 , end that U.S, ·fC'll'eien 
o',mcel cnrrc'r:ci '~5 ~r'e utili zed ill lieu a t . , 

doll£l'f. ? 

3. .r!!.h. §G01 Lc1); Apn. r.lC''l.. If th i s 
loan ir. f(l]' H Cl'·llitcl proJ ,::~t I to \;hc.t 
extent h~: t; t:'e Ar;cncy c ncoH!' '',Z-::.:! :,'::Uj,;.:.!:.­
tion of (, IIGi!:c: ~:rine cnol'pro:-E:sdo:;~l 
services of U.S, i'i:'m!: nnel thch' r.ffil i.!',tes~ 
If the 10;,n is to 'b~ used to finance 6ir.::ct 
costs f or cO:1stl'uctio:'1 , wUl ?tly of the 
contr~ctorz be p~~'50nz otifo:>r thhn qU:llif::eQ 
llc.ljc'ln~b (If lhe ccuntl'j' 01' gu~li fi c(l 
citi,7.cnt; of the U.S.? It so , ha.s th!: 
l'c(!uil'cd '1;\: vcr b ct:n obtninC!<!.? 

Not applicable. loan 
cOll8iot8 of direot local 
ourrenoy purohases. 

U.S.-owned local currencies 
are not available. Kenya 
Government Agricultural 
llldget expend! tUl'es in 
FY-l975 were $68' million 
in looal ourrenoy. 

Not applicable. 
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\ ''''1.._4..._~ . " -~'( ......... - -­.----.-. . . 
Ii. }",'}, r:6oC( ~ 1. Pro'lid~ info!'­

naticl:1 :::i.:;O:,:-:;-C!; to~be taken to • 
ut. ili:-:c U.S. GO':~::":-:.~~:1t e:~ cC!:;s p!'rsoncl 
)lJ· op ~ rt.r i:l lieu of the prOCl!1'CcC'nt of 
nc~' i t.C~':5. 

". F \' !1: 6'(,,·, , , ,~. -. \·;nl::.t efforts .,uve 
he en 1· • .:'..::cto-;:;~·~r. t U.S. tin!'.ll businc!i!i 
1.'.0 :u!~:-L;. l'i!= l!r.~ c\,)li it.:!.oly i:1 tr • ..:! fU!":'Iif.;hinU 
of (; o;!.:.:.~o~i ti.cs r..nd services finr.r.t: e<l by 
thh: J oe:', ? 

6. }'AJ\ f:6n. If the Ie) !! !) provide;:; 
t "I ,~ : .. :i--::-::-;-"··::·-··'l'> ·0' l < -11' te l!C 1. • .• (,; •.• ~'::-.~ .:. ...... \,.10, I: "of .... po. a 
cntcjr~· ir. ~ Oil t!. cC:ltrnct bz-Gis 
utj H1."~·! If the i'l'~cilit.i('~ of ot.her 
}o'(!dc:r:cl et~ e;.cies \·;ill be \.ltili :tt:ld, in 
l!he t ' :£lSS an they particul:-.rly suitable; 
C!rc thC'~' co:;;p::ti ti ve \"i th pd V;!tc cmtcr-. 
pri::a~ (L~ ::;0 , cxpJc.in); CT:d hO:1 cen the;y 
he L':<l.de l! .... ·ai!l'.ble 1;ithout wlduc intc!"­
l'CJ'CIlr.C uith dOl~estic pro(;rU!~!: ? 

'( . }'/./\ ~(,ll { e;1. If thl& lo~n 
.; ' nu. l ",,<> ... ... " ... ~ . , ... " -" ......... _ •. _ ...... _ ..... __ ..... .. . ... .. .. -. --- -..... _ ................... .. 
t.hat oh) j; ~:::.t e; s in e;;;.c~s!.i of $lOO,COO, .,till 
it be em n co:::.p~ti ti ve "t:nGi s? . Ii' not, Hn 
th<:t"e; ft-.(:t ors vilic:h -make it il!lpreCticeblc ; 

e. r/'~ n60.\(b). D,scribc the 
effo1't~; ;;~I(~.!! i n cc;;;-.'1t-ctic!l ' ... ;H:h this )o~:1 
to C:i!CO'.l~· (l.Ge r..!":d fr~cilltr~-:;c pi:!rtici.pr!:t.j.o:l 
(.If Pr5'\'~! lt~ catc.!'llrisc in e.chiaving the 
purp:Jsc3 of the Act . . ' 

l'ro':m·e~cnt . 

1. ,~'.!..:\ r:tc1:(! .. ). Hill cO:lI:..')c.ity 
prot: lrr~~i: · -:::1.t be rcst;:-ictcd to U.S. 
c):ce:pt cs othl.!r..,i:;c: detcl"j~ill~d. by the 
}'z·c.':dc1cn t.? 

Page 14 of )8 

Not applicable. 

Not applicable. 

Contracts for tec~ry1cal 
services will be H gned 
with U.S. private insti­
tutions. It is not .... '" 
antioipated that FedeNl 
Agenoies will be utilized. 

Not applicable • 

Not applioable. 

Not applicable. 

• 

http:rticipir.to


3. }'Ai\ ::(.c:'~h). \fill '~:1:"lJ~!,·t of 
tL7,t; l:)':,~;--!-,~:-i',-;";~-:or procurcr.:,!nt o~ a:1J' No. 
nf.,ric:ul~~:::-:'"!. co:::-.::::dit:r or 11l'G::L!Ct. "'vi:cr.:-oi 
out5~(C t~~ U.S. ~h~~ th~ ~0::2stic rric~ 6f 
~;llC)) cc.-;::::..c.:I.:-, .~.s less than p:!rit/? 

I . . . 
l'C:r.C)\ \,' i..~'.~ ::.!L-:·:,S~ .. ~;i })re-!J::'J~::'2~"'v ('[:r~iri­

c~!ljcJ:) y""'":"O:.j ~·.·~1.r:;lier5 It:J::lC:: a co:.-,~·.odit.~,' 

jl,rO~·~: p.:·o:~.:Cl-':'l ~0!'eC;:::~r~t P.:> to cc:-:ri?ticn 
n",·r-· C' 'rc .. .,: .. L-j-.. ....... (J" cc-· .. ·rl .. ~r.L.~rJ·: 0:':10')(' 0'-' "'''r-:. ,,"11'~ .r..I . ..L '_._~'.I . _~_, _,'V_, .. , l t· ... , ,J , .. ;.;. 

l):~~.;:j:~ CJi' S~;~;:, Cd.·::!r:::ir:e clir;ibility und 
S\; ~ ~,~~ 'J i J. i t:i .fo}' i i r.2-nc il![; i'( 

lJ. Ot,!J!:; ?c·:;\:i l·(':':·~.'1ts ------- ..... -------

Not. applicable. 

1. },U,_~?0~1. .Is the COLt!ltry l'.!:.on; Yes. 
the 20 CO·,I.::". rics j.n uhich d"2v('lc:r::~nt loan 
fu!\cL r.2! 1..':- l':;cd to !'l8.ke lO[ll:~ in ihis 
.;(,l.sC:~'.l yv,' :"! 

2. hp~_ ~JO). D~as the loan o.-_' __ ~ __ .. _._ 

P..[,;)'"CC;'.C'1 1 t !"!'o':icic,', vith rcsp.::ct tu capit.f!l 
111'05((:(·:;, fOe U_~;. ~~?provD.J. 0::: contrad . 
.... , .... ~._ ~.. • __ .l ..1''' .. 
... ..... ........ .. .. ".. - ............ ' . 

:i. ):,L~, __ [~L:'_~~~:;.1. If th~! lO~~.n ,i ~ for 
(;on~·.t.J·l~~: t,j 0;~ oi' c.. ~J'";'o\l.'.lctio;l t'~1:'cri)!~i:)~!, . . .. 
,,~i 0) l'C':!-'(:C't, t,Q \-.'~)ici: tr.2 u[:;S}'('G:~te \0'&.1'.12 
of r..~~~;i.f.; l.~~r1.C'L! to bt~ fur:ii~:}~f:.d ',~ilJ. c:xccc:i 
$lO() rilL 0:: l ·,·:;;:~t p)·ep~.l'C'.ti(ltl hr!.s been 
r;':clc to (lb~;~,in the C;C:Qj,'~S[; c:~:!)~ro'.'l'.l of 
the cor<::cc::; c? 

c(J\lnt.)·~, is I!Ci. LO:,.j:I2.tCQ C~: CO!!t.:rollcd by 
th (~ j II t (' !"ll;~ ~~. c/': ~:.J. c(::·~ -;-: ~~!li ~j t. l::-:'lYC::!~;l t.'! I r 
t.1,(, ("( ")',1':; :i.(; :', C":':l'.:ni:il; (·(j".::I.tl'y (i"("i~'UI1 
l)l~:' 1:1,:.l·i,'lt·'(i ttl, the: C(;U:itl'5C:C ~ i~,\,(,,~ .ill 

fAr, 1;(,:';) ( ; )) ;" ,,: l ~ - .l"!~ll 1fl j I1tgm;,'.l nil' 
t,' (" (J ' 1 ~-, " I' i , . , ", I " : ;"""', ) : rl V (I ~ I h.'1 f' 1, f 1(( j !: \" 

}'<.!q~ll), .il.:; ;.'/-.1\ U,:Ju(t) tln,\.I.JI\l' f.ll0;·I(b) 
lJ(!('/1 l"r'.I~l· ~:Icl )'('f,(lrL(!cl t.o tllc COllur~';,;::;'l 

Not applicable. 

Not applicable'. 

Kenya is not a part 
of or c~ntrolled by 
the in terns t1 onal, 
communist movement. 



). !:y~!\_!~(~~.~,o~~~~.!22.. wr.'lt step!; ilave 

uct'll t:tl;Cll to j nSllrc LL!vt. tlJe lo:tn ",.111 not 
k· \l::e:J i r. (L r.~,IJr.'·'I· ;:hi c:j" contl'.:l.ry to t.he 
b(~:;t ·jn1.cr(':;\ c,t' tlle United states, pl'Clnotes 
'" t,~·~ j.'.t~· ti,', ['..:re',;J ail] project!> of the 

c; ).'.~ ... ' .. _:.·',',(~t,~yJ __ /}~(.~l. Hill any VH'L 
(J l' t) I :: ; , ;~, " l',: ~ 'I, J! ; :' j ]'. a n c i r. [~ II O!1- U • S . 
Ja:"I:UI·ii'·l.Lc['L~l i.· .. JC I.1,(ll'iJ·:..,,'; If so, hn.s the 
rCCJuin:l I.,::,,;'/c·r [)('cn o~)l:-tined'? 

'f. }J:.~\ .. ~~·..::.t:~~).I! .. {2.?,QJ(J,. Hill any part of 
t.1l i D :I C),:, ),' C c (,() to cC'!pC'llsate O\·mers for 
(:);]1'I'OjJl' i~': (', ','I' liCli"i OU',) i /.ed proV~l'ty? If 
[11':.' l;.~:';' :,! ":.' ln~~ heen u'~cd for sU:'h pur-
p:.. ... ', j I: l l;e 1.":.- t: 1n:; appropriate 
rC':illll)1I1':;";::I~'li 't'C':~l lIlade to the U.S. for 
Sill;;,'; d j Ie']' lc,.J '; 

u. T!~~_;,';c,~ i on ?"Q~ (fl. If thi sis a 
pro,,('cl ]ee:l!, Hl:1l.t provisions have been 
mndc fOJ' nfJ)))'()lll'iate pCirt.icipation hy the 
Ted p i(:lii cc.,u:lil'j' s pri vn tc entt'rpl'::,SC? 

9, P,pp, Sr,~tion 10: .. Hill any funds 
urdcr thr;-'i0';.-.-i,'~ -usc'u-f'o pay pension,;, 
de,) 1'(11' }".·j'''OrlS Hho ~re serving or y.rho 

h[lvl: ::"'l''.'cc1 ill the recipient country's 
ct rm ,.;] fun: C' <' 

10. ),";t\ ;'.:(~ctjOll 901.b, Does the loan 
n~1)r(,I::',lJL--i·;;0:,~;-r:·e·fc;r-c0:ii.ol iance .,i th U. S. 
slli IJ;)} Il~: }cCj\'; :'.'::lC!1tS that at lea~t ')Cf'j, 
of the g)'o::;:.; lonnC!.£',c of alI commo::ll tics 
f) WI l'J('('Cl \.;iUl fU!lds mo.dc: Ilvailllble U2'!der 
thi ,; .I C',i 'I (c;.lI;tJl1lcd separately by 
£,('O;';;',',plli" "n':i for dl'Y llulk carriers, 
cll',V l')' r'l~(; ) i l:")',~ 1 I,nrl tOll1\('l'S) be 
(,/:1I1',:.)):! ( 11·;\:I\.('1,y·t)l,,':1c.:\ U.S. 
n'1(~ \"'::"I'I'I;j: I '.,'(-:nl(':: to tho l'xUllt such 
vnnl:I'I:, 1111.' Il\l.iJl\\lJt~ Itl, fl\il' (l;lCl "\"~S(,Il)-
111/1" )'{d,l'ti i'll!' [I.t:, f:lnc, \,(HIScl~ nn-l ilw.t 
III. 1"/lI:! 1/,,' (,' II, ' /''''ll:';~: freiGht )·tVCl1IlC 

wnll:lrd,(,,) \)y [, 11 [.1Ii PIl(:))t.[; finar,ccd \·.'i til 

fUll'I:: II:.':,~!(· ~'V'l i h·iJ)c ur:.clc)' this lo:m nn:'l 
t)'IHlS])Ort,(,;] (In (~I.'I cargo 1j n()rs he> po.id 
to or f(I)' t.r:!" hCllefit of pri\'atE!ly~o';llled 
U.~}. f'JnC: ('..":).I(:IT1D1 v(;r;r.cls? 

Puge 1G of )8 

.The standard A.I.D. loan 
provision will prohibit 
the comingling of communist 
block ,aid. 

No •. 

No. 

l~o,t applicable. 

No. 

Not apPl.icab1e. 

http:corrmxoiti.cs
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11. YM\ f.~'.:'('tion '181. Has the President 
dclcnnjr.~'\l-·l~~-L-ijl·'· n::C'ipient COlL"ltry has 
fcd led t.o l.~~\c n(.l'::r:·)~te steps to prevent 
nA.l"C'uLi (' l:!'ll[~S l~J\),·lt,(;cd or procured in, or 
tl'nn:.r()~'\c:(i t!lJ''-'l}r~!I, f,UC\l country fro!1l Dedng 
[;ojrJ j 11, ,';~l j~r \:j i.clin the ,iurbc1ictl.on or 
sl,ch ('(l:,~i; 1'.1 to U.f~, Government personne1 
c'r Lh(: j, (~(.'l.',~n']<::r/LS or fro!,) enLering the 
Unitc:d .,)l<lt l::' ullluidl1 11y? 

J? ~)5r.:._~~E~~J.-j~~~r~_::J2. Is the loan 
l,c~n[~ i.ti:(rI to t .. l'::/lISl.'C']' fund;; to world 
l('nctir<~ ir,~,!·jtt~Lions under FAA Sec, 209(cl) 
awl Sec. ~)r}!.(n)? 

l::l hl\[l, ~,;c,~:t'i()n 601. Ar~ any of these 
fl~I'Oi: 1.1e'I,!;~'--i;!;((T-{(~~-1)ub·li(;ity or 
l)u}n(~',l"(!;,l \(;j "h'j l1 tl'(' United States? 

1)1 ,:'/,/\ ~('d, jon ('J?«D and SecU on 110 
of PI. :(; !";-I-Tj~:T\-(~f'i';)'/3), 'Doc5Lhe U~itcd 
·f~t::J.::(, ~;'c:;\,',;; TI':I;;C' ~0':lJ1Try -execs 3 foreign 
Clll'J-C':cy C1!',rl, if f,O, \/l1at arrangements 
h3. vc bel' It m~:.·J e f 'x its rc lel", se incompliance 
with 8ectio~ ~O (FAA of 1973)? 

~ '5 . }"~~ ... ?_~~,~.~::~1,_?O\~1. Hi 11 provi si ons 
De lHrJC' fOJ'i,i,,:e'j j)t~ y,:'1.rj I'C i.nsurc:.ncc in the 
U, S. if' t,l1" }'C'c:ij",i.pnt COll:ltry discriminlt.es 
L1.gai n",[; nil} nn,i'inc insuul.nce company 
<lutlJorji(;,J t.o do uu:dntS3 i.n the U.S.? 

)6, ?~c~~~~ ?)._~,I,~PL __ 93 - 182 
(FM uf' n('-',) , hi thcr.::: a military 
'bu',;';c"-l(J~c:~(:cli'''i n t..li(~ nc') pi en'L country 
'vlhj c'h kl~;(' \':aei c:()n~;\"l'l(cV;d or is 'Ueing 
lIl:J.j nUL i !Jhl ('1' OPt'l"lV.d "ith funds 
f'uJ'JI,i,c;h,,,c'! :)~I Lhe..: U,S,) nnd in \"hich U.S. 
P~l·[:O·ll1C'.1 c:,ll'l'Y all!' ILl i 1 i t.G.ry, operations? 
) f' fiO, 11((:: (J :)etCl'lIlillation been nltJ,de 
l.l',I.t. the LC' ,'(."'I'i,I,_'ni, OJ'f.,,,;}j l'ccl.pient 
COlld,1.rV II:"::' ('onui liL('IlL who,h flClt.'~,I·H'YJ 
t:,lJ{,ll~/ri i'l ,:'/ () I' c;v r; r: ~I;J ,mt:h ml11 tli r-y bL\/JO 

on It )"('1'\11111' 1rrr~\n to \1(~Ij~1 rlJo 1I~"ltJ 
W!UILl, c.:Ol n:lJJ~/Il'1r:\lLn of' the ~l.S, 

l'f, FAA Sc'c:1ion 0'0(c:). ~/nl. n 
('.l'Emt l,e :i:~i'(i .::·-'t:c;-'Llie-i-C·(;~pier.t country 
to pay (1'11 or pet rt of such slHppj ng 
c1ii'i'C')',:!nUe'j n::; is determined hy tn~ 
f,(>(T,~tnr~' of' CO:i!l::~:'L'C t.o exist. bett'.'2en 
iJ,8, f0)',: ;.:,;~ fl~,f, \'c:.:.;:'J, eh~r1.(:l' Or 

fl'C'ir.;ht. ~':l('~';? 

. q rage 17 of l~ 

Not appli,:Jable. 

Not applicable. 

Not applicable. 

http:betwe.en


JH. ~1.:.P-~,J}Y(·u (l~L 13. mIl e.ny 
of ih(~ :1 (,:In ft:l·d:; t(; uPoeci t.o l'~quirc 
CllTl'CIJC;1' 0f n:d J)icl'It country from 
non-U.S. 'i'n';;l,~"ry ~:Ol:rC'r.s Hhcn excess 
ClllTNiCY of' [hilt. c:onntry is O!1 deposit 
:i n U, ~~. l' )'CO ~;llry':' 

}fOLlf,c v lId ~,;': n.,' L", Cur.':.i t tce>" on 
l.ppropl'iuV. (J;:,': br:.::n not} f'j ed 15 dnys 
:ill fLU\',llJCt: ui' U;C' 2.\,aile.bjlity for 
o1J]i['.n1.ion OJ fund:; for the p'.l1'poses 
of tll'j::; P'l\lCcL? 

l'nf,!! ) 8 of' 18 

No. 

Such notification will 
be made. 



ANNEX H 

KENYA AGRICUL'IURAL S~TOR LOAN I 
i 

Certification Pursuant to FAA Section 611{e) 

I, Charles J. Nph;on, the principal officer of the Agency for 

International Development in VE-nya, having taken into account, among 

other things, th~ ;;}aintenance and utilization of projects in Kenya 

previously fJnanc<.:d or assisted by the United States, \he adequate 

financial and manpower support given to the Ynase I and now the 

Phase II Livestock Development ProJercts, the continued support for 

agricultural education programs and the demonstration of sound 

fiscal plarilling on a national scale, do hereby certify that in my 

Judgment Kenya has showr, both the financial and human resources 

capabili ty to effectively maintain and utilize the assistance r;ro­

vided under the Kenya Agricultural Sector loan I. 

S1gned ___ ~~~~~~~ __ ~ ______ ____ 

Director 

Date __ \_q_)n __ ~--I~'_4_' __ 'i ___ _ 



DRAFT Annex I 

LOAN AUTHORIZATION 

A.LD. Loan No.: 

Provided under:: FAA Section 103, Food and Nutlition 

For Kenya - Agriculture Sector Loan 

Pursuant to the authority ves~ed in the Administrator of the 
Agency for International Development (t.I.D.) by the Foreign 
AssiEtance A~t of 1961, as amen~~d, and the delegations of authority 
issued thereunder, I here~y authorize the establishment of a loan 
pursuant to Section 103 of said Act to the Government of Kenya 
("Borrower") of not to exceed thirteen million five hundred thousand 
U~ited States dollars ($13,500,000) to assist in financing the 
United States ~ollar and local currency cOEts of activities in 
support of the development of the agricultural sector of the Kenyan 
economy. ~he loan funds will be apportioced among the following 
activities: P~rt A, $6.7 million will be re10aned by the norrower 
to the Agricultural Finance Corporatiun (AFC) and the Kenyan 
Farmers Association (KFA) to provide seasonal credit to commercial 
farmers; Part L, ~3.4 million will be re10aned by the Borrower to 
the AFC, KFA and tne Cooperative Bank of Kenya to provide seasonal 
credit to small progressive farmers; Part C, $3.4 million will 
be used by the Borrower to pruvide comprehensive rroduction and 
marketing services and production credit to less progressive small 
farmers. The foregoing activity allocations may be adjusted in 
order to permit excess P.~rt A funds to be utilized for purposes 
of Parts Band C and excess Part B funds to be utilized for purposes 
of fdrt C. The 10dll shall he subject to the follat.,ing terms and 
conditions: 

1. Interest RateR and Terms of Repayment. 

(a) The llorrowe~ shall, in United States d011arsj 

(i) Repay the loan to AID within forty (40) years 
from the dat~ of the first disbursement under 
the loan, including a grace period of not to 
exceed ten (10) years. 

(ii) Pay to A.I.D. interest on the unrepaid principal 
and on any interest accrued thereon, at the rate 
of two (2%) percent per annum during the grace 
period and three (3%) percent per a~nu~ thereafter. 
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(b) For purposes of Part A, AFC and KFA shall, in legal 
tender of Kenya: 

(i) R~p3y to the Borrower the amount of the reloans 
withln a period not to exceed from the 
date of the first disbursement under the loan. 

(li) Pay to the Borrower interest on the balance 
payable under subparagraph (b) (i) above, at a 
rate of not less than eix percent (6% ) 
per annum. 

(c) For purpose of Part B, AFC, KFA, and the Cooperative 
Bank, shall, in legal tender of Kenya: 

(i) Repay to the Borrower the amount of the reloans 
with a pericd not to exceed from the date 
of the firr disbursement under the reloan. 

(ii) Pay to the Borrower interest on the balance p~yable 
under subparagraph (c) (i) above, at a rate of not 
less than six percent (6% ) per annum. 

(d) For purposes of Part C, to the extent of any reloan of 
funds allocated to this Part to an intermediate credit 
institution(s), such intermediate credit institution(s) 
shall iu legal tender of Kenya, repay the Borrower under 
such terms and conditions as shall be agreed upon by 
AID under implementation letters. 

2. Utilization of L~cal Currency Accruing to Borrower under 
Repa~nent of Relcans. 

Local currencies accruing to the Borrower as the result of 
repayment of reloans shall be devoted to development of the 
agricul tun;.l sector and mair.tained in such accounts as may 
be agreed upon by AID and the Borrower. 

3. Procurement. 

Commodities and services financed undel (he loan shall have 
their source in A.I.D. Geographic Code 941 countries or from 
Kenya. Fertilizers, other agricultural chemicals, and 
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motorcycles financed under the loan shall have been 
manufactured or produced in countries included in A.I.D. 
Geographic Code 935. 

4, Other Terms and Conditions. 

The loan shall be subject to such other terms and conditions 
8S A.I.D. may deem advisable. 

Daniel Parker 
Administrator 

Date 
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DA1(IIII:'II. {"ttl{ for .ach ",'rlrllu ChKk one ACTION I IN' CI 
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£.0. ll65~: N/A 
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REFERENCE 

A) pop Studicii Cl.!ut'3r (0165) J 

L. CPl Number 5 - cisscd (AlDAn 

Problcsa: 

Contract tc.l1.J lc ... dur ... rriI.'L.J to ... G~lHt iu or~nlzc...tioo of ruc .. oJ 
lat~r to u~~urc rcs~~rch ~n~ training r~~ponsibility. 

AltLvugh ProAl; .JnJ Plo/T I..'ure lOi(jllCd .lUll.! .!~, 1916 <H.' I ucnt to 
r..IDN, RFP V;lt;; not i&tiu,-,u uutil Octo~.!r LU, 1~76. T~c1ulicdl 
re .. iew 01 px"opo .. ill ... cOl.'ll9i~t\!d D.!cemlH:r 17, 1~16 101 AID/w. '1'1) 
date coutractor lliJ~ nut b..:.:n sclt!ctcd. RC.J,i\)Q unkowu. 

Ali tiC II b!.lt.m t: If Chil:!,t of Party (coucrdctvr tl."!OOl 1ctid('r) C.JU ~rrivc uy IUd­
Fct.'ru....ry, worLt Curl l)C (,pcedeu up to ;Jclli!! it; IOOst t.::>.:ikl:l Ci11~f 
of Party in\,o1..l..-d in. 

-

Actiou: Coutr ... ct Wl.Jlit Ol..! t.iGl~\!d ,\S,\P ... nd {ilC'Ll cad.y tl<.\t\! oi urrL""oJl uJ: 
Cb1et 01 PurL), lilU~t be I..!liIc ... uUl.lh.:d. 

/ 
B) ~(ql~7)v~~d Li.~5tock ~u ,o15-T-008) 

1. cpr Nwu~r ~ - 1!liti"CO (GaO 

PrQl,icw: Contractor llaB rc(!u~~tcd. uutl ~I!Q !;L'antacl ..ldd~tJ.ouul JO d.lyl,I to 
COhlplutc ~tudy. report. 

PAGES 

OF 4 
PHONE NO. DAlE APP'WVEU Ill': 

Clmric6 J. NelHon 
oRAFTEO BY OFFICE 

NKcnyuo:rr.w PRDG .::.30 l-ll-77 Director. USAlD/K 

PROG:CIIP\!ouliori dh:~ft) UNCLASSIFIED 
~/Dlb>~~lti~~s { II __ } __ ~~~~~~ __ __ 

_ CLASSlflCAriON 
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NADlORI TOAm-A- 18 (mCLASSIfIED " 
Auu~.~~ut: A OQO cooth ~olay will l~t .uri~81y alicet proJoct. 

Ac t luo : lloou. 

,;. CPI nUnW,-,r 10 - Llhacu (USAID-AID!lJ) 

~: Land c:upabiUty otudy lor hlt}h potontlal ronclllDCi olrcoa. uode'Lvay. 

A:lIi~JblJC.lt: Thi::; \Jill iurthcl- llcl..:;y uHcc:U .... <= dc.:ve1opccut 00 14 bIDolll 
rnnch~b 10 ~r~v~icu bcriouGly Q~~O ~uQ1&t~u • 

• \ t10Ll: Recruit tl.!..u oi ~pcc1~lict trw USAlD to c.~rry out ~tudi' \.11th tt\e 
l~u~t po~a1u.Lc d~luy. US~UD druttio~ PlO/T. 

J. CPt NUD1.Icr 11 - rllSS,,'U l USAID-AtDlU) 

~: Contract a1~ned fur CvQsu.LLants to rCOf~e WclO~u~ut tr~Ln1n~ 
lUtit1tut1.0l1:J • 

Ac .. c~tNOOu,-: tall not .,Ul.!ct pr~:.~ut OU-bo~ proJuct activity but ~1t~ct 
lutun,! i.:ruinlnb prv:.r.JWu lOS; l~enyu.o pcl·~oanel. 

Act.Lou: RcCl"\lit cunbu.Lt.<1ut~ ""ltl. iUo:.st poc.aibll.: dol~y uft~r PI' "'ppru"l.ll. 
UShlD ur~lt~ PIO/T. 

4. CPt lrucbe:r 1..; - LUGGed (USAtD-AID!U) 

~: ILCA w n.J\,c <111 elcccllts oi proJ<-'Ct QOU1tor~ pro~rlJD s,"rt~d. 

Prou1cc: tLCA RcCl:U.1tccot oi ;.>to il.:'uc!aycd • prcb.ctltly Team Leeder £1DO 0Qu 

tcm.l ~r on Uoar~ out 'of five ll:IC1aOOr-tccJl:l. 

~~D~u~wuut: rurcu~r u~l~y~ 10 cuuitorinb vill r0ducc eff~ct1\cDeGu Da ~h 
Uu~~liuo ~ta tor ~t~rt up vill DDt Uc a~o11ab\c. 

A .. Uon: ThrwVl 00< urc:.u ILC!\ to 1ucrealJi.! rccl:u1t1Jeut cffC',rtu. 

c) ~·t. F\.lculty (Olsa) V 

CPI Uumbdr 8. ~ .mU 10 - ach1(:v~4. 

D) IwrbiU!ll/SLa1-Add [.,;;~ .. (0164) V 
.JChl~· ,t.!U 

1. CPt Uumbcr .: - J1IiDij (USAID-I\Iil!U) 
trJCLA5SU'IED 

http:mouitorin.6j
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2. en IWber l - li&1uod (USAID/~) 

!"cot: ... 11 10~istic &upP'>rt in plJcc. :uDin1titrCoU ... c. Q.rr.:m~C'DcntG c.adc. 
~1~totioa p1uo d~velo~cd aud CXX( cOUQtcrpurt~ n~d ~\~ in 
plQC~. All prcPJr~tioU& ~d~ Lor 1nit~tlvu ot 11cld uor~. 

ProulCQ: US.'\I D t;U~ ~ CilWlDt cUJplute untii UrAl! ETA 01 OS tu~ ~,t.JL>­
lilioou. 

~t;j,l~tOLJCnt: P~'~JLct ~lr(l~dy J(;l,:y~d ia iniUotiv;.}. 1ItjWiy1D~~'M 

mr.o~~~~=xmpr~' 

Actiou~ hi .. ::.iou cunthlu~5 to uull~ ,"~.at prc{hlr,;uooG it C":l"1 i:~.: urrl·".Jl of 
t,-,.:mI. ~ Wit .. tlie Fl.:bru ..... ry urrivoJl PruJcct CvordiD<Jtor 
theo~ actlon~ arc I~ QO\inG Q.~e~d.) 

C) Rurul PLmniuy (Ol62) V 

1. en UIAll~r 6 • .lud s.nu ch.:mLe. 

i. CPI Nuub\:r 7 - mi"'liCU (CCK/l!llD) • 

. Proul~: l·:.sw DilL C:.it~b1LLcd. Dctaill.o.d tNrkpl.w tor ISEU bdu~ o~.:ulop(!cl 
by C.liui AOl/bur oi: Bll:J/lj(1\ c;roUp. USAID expect ... ~ oJpPNio..ll 
oi \.I"nplou and L!tjtuLl.Lln:J~>ut .md ;.ital:~1nb 01 HSrru \.ILll (lrocc..:u 
600rtly. 

Actio.!: ~:.i.;siou \;iU couLinuc uoLl1tori~ ,:md l'Gcourab1n:.. Ga~ to p~o(ICr1y 
~G touli:;; h ,:md ~ t .... if !::5lW. 
/. -, 

F) .'SL 401H ) J 
,-,~,-- ..... ~ .. -" 

~: SUppOrL ~L"ift.o of uniuu"- t ,;ucictic ... l·lO.\ .:.;.ud l-l0ClJ required to 
carry out ~xk>.:.:mlcu pro~r~ t ~ truiuou c.nd ill place. 

Pt'obl\!LJ: Union ~upport ct.lf1t. ollly purtly in plac~~. 

h~a\!.l~lJCut: Pr~Jcct ua:.. Uc(:u uli.~.lLllc to ii11 .:Ill 01 lJ4 ilc:lu :..upr.:r.1t.ur 
pouitbo.;. ilL'crulOJC;.t contiuu,-=G Lut '.u.alily O( pruur..AQ r.:Ao.Jy 
t:.uHcr if po;.ltiou.., uot 6ubotit4.:ut!nlly HUeu uy l~.-:lrcl. 15. 

UUCLASSIFIED 
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1.. en Nuwber 19 - aisliod USAlD. 

~: Flrat <;rup y~~r cVollu.otiun und~lV.:ly. 

~6t:LI~t: E ... 1U.:.1tioo \Jill prowuly c~ncl! lldrcil. D~lQy~ 10 
~~ll\...r.ltlou 01 ~I. .. du.:.doo intoID6tioo kill r~6"lt 1.11 JelGyb 
1n U.n.:lu.~ Pl·U';1.-<u piau£> lor CV b77. 

kUoo: PrctHl c\JOt~actur to ldcutify ilnd field (. "a.l.U<Atiou t~ ASAP. 

J. CPI ~r LO - m1e~cd (~) 

~: ~~icullural 1uputa in plac~ fur CY 1977. 

Proul~: CeredI' OlUd Sugar l-'1uauce Corporation uaLi BOt releascdt'~ll 
1:01' PUl"cb.'(jQ of luputa. 

4 

Al>"'~$:.;mout: B0llevo fund:; ""Ul be rdwnticd shortly. wPUCt on pro(JrQQ 
i~ uCt»Ut;.1l>l..:! ile. ool~ uf 1.nputs orc rcport~d to !wile bcl.!n 
iOO'ocU to VE'OJl!Ct iJru~<;. by !DC ImFC .'lnU \Jl11 bl.! c(!ll!LJ:.Jcu to 
fa~cr6 1uwcuiatc!y upun relcuoo ot fund~ to Co-op~ratlv~ 
Dauk. 

Action: Uill LlU1t.itorJprourc .. ~ ot fund rduot;c .111d 11 re1c<1bc not wade 
by Fcuruary 7. vl11 t~~ up UllG 1csuc wlt~ dpproprlate GG~ 
off1cl.:llo. 

4. CPI :hlwbcr JQ[l .:.l - LliBbCd - USAID. 

~: !W .. oUuc :;uncy II C~CCti. 

Prol>h.'1ll: naSCU"'h! ::iurvuy i} II not 1.n1tiatcd. 

IuSC":..t:lCllt: l~"Bion h.lb not yet rcc~ived LInd C! , .. luotcd reoult of 
13 ~el1nc I. ProJect planllin&; .Jnu c';06luatlon ",,111 Lh! 
dd~ycu uuo 'jlWUty uwy 00 ~Iirt.:d by l~c1t o£ b~bC­
line iofO~tiou. 

Action: DascUiJu I tlch<.:ouleu to Ol.! dclhcrod \iit~iu next ten day~. Upon 
rccuipt, vill ~i~cu~~ w1~ coutr~ctor .. ud dctel~Uc wUcn it 
mo~t upprupr1ut.c to uuJcr~c Ba~clinc 11. 

HAIlSllALL 

UllCLhSSIFIED 
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UNITED STATES 0F AMEf~ICA 

AG ENCY For? I NTERf'~ATIONAL DE VF L.OF'~/1 E ~~T 

U.S.AID MISSION TO KE~.JYA 

'.Ilf IJ I .• ff ' .. f'(' ,1: •. ··',1)1! ' ... ' 

N,o\.lii()UI . ill' 
I II I' AI <f MIN T ( II '-, r A H· 
WI\',flINc;fUN [I (. ;!U520 

lir. James G. Karuga 
Chairman 
Cereals an6 Sugar Pinance 

(~orpG ration 
Le. Lo>: ::~2~,1 

;,;airob:i.. 

It'JTLr,r-~ATlc,rJ/\L POSTAL ADl.Jf~ESS 

POST Of FICL BOX 30261 
NAIHU~I. KI:NYA 

~~{-!ptel'1ber 12 .. l~['O 

Pe: l~':;L~'I i~id Loan 1\:0. 615· 'l"'009 
}\(;iricul t\)re :::ector Loan I 
II'1plcr'1entc,tio,[ Lett';'r Uo. ;:1 

In Imr;lementatioli Letter No. ~O of L'une 3" 1980 f 
He outlinec: proce(llre~, tor 2;',;Toval of disbursements 
frofJ til(· i-'.GL- I F.ef 10\' i:.ccoun t. '.:.1':..- !?rcc~~d\'re ther.ein 
outlined va,s sr"ccntially Olit" ir. ',"l:ich proposed ref low 
expcn(~iturc8 \Joule: tc CI':1t,odicc: ir: onr,'1<'11 Hork ['Lms 
and s'lPpler"en (.a)~y 1. ucic;et proposa13. USAH: ",'ould 
be cor.sul'LE'!'_". curine: LIe c;rafting ;:;ta,se to cx,:,ecib! 
approval of the filial Cloc.:nents, 

iJu!.:.se<,w,;nt to tl:a.t lettt.:;:::: .. vari.ol'~] officen; of the 
Lini:3try oL l\griC'ultuPO! ilavc 2.l'proc.d':';10(1 U;::j\IC":'o 
sE'ek nflo·.·· funr: [;11.""I'Ort for s:1all rrojecto ~nd for 
studies v}1E:~rr:, ir::;~,)rtant :~1r..~1} :[ armer information 
wac re,:.uircc.-' on il priori t:l' L Cl.C i:::;. It is ()ur intelltion 
~.i·tat ti'\e rt;ilov :Lunc.: j')e util.i.::oC as (\ flexihlc f re:J" 
~O:1;3i Vf2.. i.:)01 tc st.~ :.:ula t,! ~r.lall £ an::cr ri.E:veloi=,!'!ent 
activit-j.e;.. Ii(' \Tis., then:f0n.~; to r;ol:if~ t:le 9uide­
lines of 11"'.r1er:,cllta'ticr: Lette.?: No.~C to ar .. o\J 

consil~eration an(~ fun'::'.ns of ac:tiviti~;s outside of 
the \,orL r:1Lln !Jtruci.:'~:r(..:;. \'0 arc; U,erefore F ":ril1ing 
to rcvit:', illl'.!i vi51,Jal studyh' :;::,cj "'ct frCr'os~ls for 
:::eilm{ :Uric.. financing. :(:? Gug:]G!Jt t;,,:;1.t such proposals 
Le for\'arac(~ to criFC J:..y either tLe ComrnissioIlGr of 
Cooperative L"evc.lo;!Ti1cnt or tht! Director of }l,griculturc 
\;ith n cd!."con ccpy to [BAle 0 lie shall revie\,r each 
proposC".l 2[,C_ then, ur,an receipt of an official request 
fra., CS2C; ~ill provide our concurrenCE through the 
icsuance o~ ;m IJ1lpl~rJent.aticn Letter. 

http:fun:'.nr
http:IJ.S.A.ID


., ... 

~Je h()~'(~ tllat yOu \:;1J. find t.~.;is I'(~c;ani :"nl ~:2ti[i!:actcry. 
If ar'j fllrti;t::r cli'.r:'fication is rr;quirul: (:u nrJt 
llf.::-:ital(~ to co;r.r.:,IJ.icatf.' !lith us. 

:"~.i.ncC!rcly .' 

.~.' 

PiJ.liaf.' Lcfc~ 
]'\ctin~J IJjY'c~ctor 

cc ~ f1r. L. nucheni, Con'l'l.is51oner (;f Cooperative 
Develo9ment;. iC:CD 

Z~r.. J oFo I1utbarr.c:' .. Dircctcr of: J\qriculturc p I'IOl\ 
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UNITED STATES OF AtvlERICA 

AGENCY FOR INTERNATIONAL DEVELOPMENT 

U.S.A.J.D. MISSION TO KENYA 

Office of the Director. 
P. O. Box 30261. 

Nairobi. Kenya. 

Mr. J.N. Gachui April 5, 1978 
Deputy Secretary 
Ministry of Finance and Planning 
P.O. Box 30007 
Nairobi 

Dear Nl'. Gachui: 

Subject: AID Loan No. 6l5-T-009 - Kenya 
Agricultural Sector Loan I 
_Impleme~tation Letter No. 10 

TIle purpose of this letter is to extend the Terminal Disbursement Date 
(TOO) for ~art B of subject loan for an additional period of six 
mOl,ths to April 23, 197~. This follows upon Implementation Letter 
No.3 of August 17, 1977, in which the TDD was extended by six 
months from April 23, 1977 to October 23, 1977, and responds to your 
letter of liarch 6, 1978 requestinc a further TuD extension. 

For your information, at the time that we initiated Implementation 
Letter No. C, the maximum period of time by which a l1ission \o/as 
authorized to extend TDD's was six months. Subsequently, this 
authority ·was extended to one year, enabling us to grant the hereil 
auth~rized extension. Given the extensions cited in the preceding,the 
USAID cannot therefore, on its own authority extend the TDD beyond 
next April 23. Further extensions would require strong justificatiGn 
to AID/Washington. We feel it would be difficult/to develop a 
sufficiently compelling case to obtain such appr.val and would, in 
any case, further delay possible disbursement. We strongly urge, 
therefore, that Government file its claim for final disbursement 
under ;he Part B account as soon as possible so that disbursement 
can be accanplished ~y April 23, 197B. 

The basis for the final disbursement request should be the findings 
of the Buteau of Educational Research "Part B Utilization Surveyl,'. 
Our calculations (please refer to our letter to yeu of February 10, 
H78) indicate that the final disbursement request should be for the 
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sum of K.Shs. 8,615,565.30. If you agree with this figure, please 
forward your reir.1bursement request as soon aa possible. If, how­
ever, you disaerec with ou~ calculations, please contact us 
immediately so that we can discuss these differences. 

Sincerely, 

~../&~ 
Ernest Wilson 
ActiIlg Director 

http:8,615,565.30


UNITED STATES OF AMERICA 
AGENCY FOR INTERNATIONAL DEVEI_OPMENT 

U.S.A.J.D. MISSION TO KENYA 

Mr. Japheth M. Gachui 
Deputy Secretary 

August ~2, 1977 

Ministry of Finance and Planning 
P.O. Box 30007 
Nairobi 

Dear Mr. Gachui: 

Re: A.I.D. Loan No. 6l5-T-009 
Agricultural Sector Loan ! 
Implementation Letter No.9 

Office of the Director, 
P. O. Box 30261, 

Nairobi. Kenya. 

By letter to you of June 27~ 1977, we advised of USAID's position with 
respect to the programming of reflow funds generated pursuant to the 
subject loan. nlat letter also furnished guidance as to the types of 
Part C activities which USAID ·.,ould, in principlc p be prepared to 
approve for reflow financing. 

The purpose of this letter if: i.o sei. ~,,~:;~. ~.I.D.'a requirel!l~mts with 
respect to 8 different but related problem. I refer to the need for 
the Program Management Unit (PMU) to develop, on behalf of Government, 
an acceptable overall budget for the Kenyan fiscal year which commenced 
July 1, 1977--and, on an annual basis, for each subsequent fiscal year-­
for total Pa~t C programming during the remainder of the project. This 
budget should cover in app~~priate supporting and explanatory detail 
estLmated financial requirements in the areas of (a) non-reflow expendi­
tures, for both credit and non-credit activities, for which reimbursement 
will be sought under the subject loan; and (b) reflow expenditures. 
Specifically, the budget should ad~ress, in a r.omprehensive manner, all 
projected SPSCP needs, both capital and operational, fot the year. All 
major budget components--e.g., the needs of the Ministries of Agriculture 
and Cooperative Development in terms of support operations-~.hould be 
treated. Proposed allocations should be demonstrably reasonable, and 
credit allocations should not be excessive to anticipated repa)~nt 
capabilities. Where explanation or justification fer particular iteas 
is not clear, supplementary information should be included in the pre­
sentation. 

A.I.D. had expected to receive a budget of this type pursuant to the 
Ope~ations Plan which was submitt~d to us in satisfaction of Section 
4.0l(d) of the Loan Agreement. Such a budget is also the type of 
document for which A.I.D. can, a~d hereby does, make explicit r9queet 
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purS'(l&nt to Sections 5.01(a) and 5.06 of the Loan Agreement. You will 
appreciate that, based on normal principles of prudent loan management. 
USAID will be unable to approve any future Part C financing, either 
under loan reimbursement ~rocedures or for reflow financing. in the 
absence of 8 satisfactory budget of the type outliner' lbove. 

Finally, in stating A.I,D,'a requirement for the submission of • budget 
as indicated, I am aware that a budget document was recently prepared 
by the PMU and submitted to your Ministry. A copy of that document wae 
forwarded to USAID. We have examined it and, regrettailly, find it 
inadequate. By separate letter, I am furnishing you wlth a statement of 
the specific deficiencies in that document. 

We will be pleased to work with Government on this matter and we 
continue to look forward to the early development of an acceptable budget. 

Sincerely, 

"Original Signed" 

Charles J. Nelson 



UNITED STATES OF AMERICA. 
AGENCY FOR INTERNATIONAL DEVELOPMENT 

U.S.A.I.D. MISSION TO KENYA 

Mr. J .M. Gal-nui 
Deputy Secretary 

August 17, 1977 

Office of the Director. 
P. O. Box 30261. 

Nairobi. Kenya. 

Ministry of Finance & Planning 
P.O. Box 30007 
Nairobi 

Dear Mr, Gachu i: 

Subject: AID Loan No. 615-T-009 - Kenya 
Agri~ultural Sector Loan 1 
Implumentation Letter No. a 

The purpose ot this letter is to extend the Terminal Disbutsement 
Date for Part B of subject loan for a period of six months and to 
revise Implementation Letter No.5' in which AID specifies documentation 
required to effect Part B disbursements. Background and details follow: 

1. For various technical reasons, Government has been unable 
to provide documentation specified by AID in Letters of Implementation 
Nos. 1 and 5 of subject Loan Agreement, for major amounts of credit 
extended under the ASL-I Part B Program. Di&cussion between AID and 
Government have revealed thAt Government is satisfied that monies 
sufficient to f.;.em the basis faT a reimbursement claim for the balance 
of the Part B loan fund have passed tram CSFC ttl the Cooperative Ban!;, 
of Kenya and on to srecific Cooperative Unions and Societies Where it 
was onlent to eligible farmers for purposes designated in this Loan 
Agreement. These funds. however, cannot ue readily identified at the 
farmer level and thus docUl!lentation required under the Loan Agl'e6l1lent 
cannot be provided. 

2. AID desires to reimburse the Government for production 
credit advanced to eligible farmers ior food crop production; however, 
prudent management principles dictate that evidence be presented to 
clearly establish the magnitude of resources provided to eligible 
fanners for food crops. To this end, USAID and Government have agreed 
to hire an independent firm which will, through a sf.ientificaUy chosen 
sample survey procedure, develop a reliable estimate of the magnitude 
of food crop loans provi~ed to eligible farmers under the Part B 
Program. 

http:U.S.A.ID
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3. AID, with Government concurrel.lce, has solicited a proposal 
from the Bureau of Educational Research (BER), University of Nairobi. 
to conduct the random survey discussed in 2 above. The BER pxoposed 
to conduct the s~rvey jn two phases: In Phase I, which is already 
under way, BER will (a) determine the availability of information in 
all proposed survey sites, (b) select the study sa.mple (specific 
farmers to be interviewed), (c) develop the required survey question­
naire, and (d) develop a budget and plan of action tor Phase II. In 
Phase II, the 8ctu~1 information on Part B loans will be generated 
and, from this information, an estimate of the magr..itudc of 10an8 
provided eligible farmers for food crop production will be developed. 

4. AID has ar,reed to fund Phase I of the study from its own 
resources. Further, AI:) and Government have agreed to finance Phase II 
f.rom ASL-I reflow funds. In support of this agreement, USAID hereby 
provides its formal concurrence in the proposal to utilize reflow funds 
for the Part B sample survey herein described. 

5. lIGAID hereby agrees to waive the requirements for documentation 
set down in Letters of Implementation No.1, dated November 28, 1975, 
~nd No.5 dated Au~ust 2, 1976, for reimbursement under the Part B 
loan program only dnd. in lieu thereof, shall agree to accept findings 
of the abfJVi2 referenced sample survcy as the basis for reimbursement. 
nle survey finding will be reported by HER in the following fashion: 
"We estimate. with 95 percent statistical reliability, thAt not less 
than K.Shs. of credit rcsources have been utilized by 
eligible Part B farmers for food crop production in 1975 and 1976. 11 

If the Kenya Shilling figure equals or exceeds the unliquidated 
balance of dollar resource.:> allocated for the Part B Program, then 
AID will disburse the full balance. If the estimated Kenya Shilling 
fi:ure is less than the unliquidated balance of dollar resources 
allocated for Part B Program_ then AID will disburse only the dollar 
equivalent of the estimated figure. After a disbursement c -:lim baaed 
on the survey findinr,s has been processed and funds disbursed, the 
Part B loan program sha 11 be termina led. The un Uquida ted balance. 
if any, will be trtlllsferred to the P8rt C credit program account. 

6. CBK certification of eligible source and origin of 
agricultural inputs purchased with credit funds will crultinue to 
be a requirement. 

7. In order to accomplish the above procedures, the Terminal 
Disbursement Date (TDD) for the Part B credit prl)6~am is hereby 
extended by six months. The original TDD of April 23, 1977, i, now 
changed to October 23, 1977. 

8. lolith the extension of the TDn for the Part B program, 
USAID will consider any other outstanding claims for Part B loans 
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m6de on or before April 30. 1977, but which, becau8e documentation had 
not been submitted before April 23, 1977, had not previously beon 
eligible for reimbursement under the program. 

ce: Mr. L.O. Kibinge 
Permanent Secretary. ?I.OFP 

Mr. Simon D. Gathiuni 
Permanent Secretary, HOA 

Sincerely, 

"Original Signed" 

Charles J. Nelson 



UNITED STATES OF AMERICA 
AGENCY FOR INTERNATIONAL DEVELOPMEN1 

U.S.A.I.D. MISSION TO KENYA 

Office of the Director. 
P. O. Box 30261. 

August 17. 1977 Nairobi. Kenya. 

Mr. J.M. Gachui 
Oeputy Secretary 
Ministry of Finance and Planning 
P.O. Box 30007 
Nairobi, Kenya 

Subject.: A.I,D. Loan Ne. 615-T-009 

Dear Mr. Gachui: 

Kenya Agricultural Sector Loan I 
Implementa~ion Letter No.7 

The purpoae of this letter is to formMii~~ dur tbncurrence in the 
utilization of reflow funds for certain specified purposes. On 
December 14, 1976, the Cereals and Sugar Finance Corporation requested 
USAID to concur in the utilization of reflow funds as follows: 

1. Short-rain crop financiag of Part C farmers 
in Machakos and Embu Districts K.Shs. 5 Million 

2. Purchase of vehicles and furniture for 
the SPSCP 

3. Inclusion of the Kenya Farmer Associa~ion 
in the Part B program 

TOTAL 

K.Shs. 218,420 

!S.._ ~h8 .20 1!!..u.. i_D.!.!. __ 

K.Shs.25,218,420 

We responded positively to these requests in our letter of February 11, 
1977. That concurrence, however, lacked the requisite formality cince 
Section 3.06a of the Loan Agreement specifies that credit renows "shall 
be reprogrammed, apportioned and utilized by the Borrower, in compliance 
with plans to be approved by A.I.D. in Implementation Letters" for certain 
specified purposes. This Implementation Letter, therefore, provides 
formal concurrence in the use of K.Shs.25,218,420.00 of reflow funds for 
activities one, two and three outlined above. 

cc: Mr. L.O. Kibinge 
Permanent Secretary, HaFP 

Mr. Simon D. Gathiuni 
~rmanent Secretary, MOA 

Sincl9rely, 

"Original Signed" 

Charles J. Nelson 

http:K.Shs.25,218,420.00
http:K.Shs.20
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UNITED STATES OF AMERICA 
AGENCY FOR INTERNATIONAL DEVELOPMENT 

U.S.A.I.D. MISSION TO KENYA 

• '! ',"'1', ,J' ••• _ .. 

Mr. J. M. Gachui 
Chairman 
Cereals and Sugar Finance Corporation 
P. O. Box 30007 
Naircbi 

Dear Hr. Gachui: 

Subject: AID Loan No. 6l5-T-009-Kenya 
Agricultural Sector Loan I 
Implementation Letter No. 12 

Office of the Director. 
P.O. Box 30261. 
Nairobi. Kenya. 

March 23, 1979 

A Memorandum of Understanding regarding subject project was signed by 
Government on January 25 and hy US,\lD on January 29. A copy of this 
memorandUM is ottached to this letter. The purpose of this letter is 
to formally in~orporare the provisions of that memorandum, by 
Impll'.mentation Letter, into loan docum.:?ntation. 

With the reestablishml~nt of project activity, the first necessary 
formal action is for Government to write to us requesting an extension, 
for not more than one year, of the terminal date for requesting dis­
bursements under Part C of the lo.qn (currently October 23, 1978) and 
for complcLing disbursements (currently April 23, 1979). The request 
should pr~vide justification for the requested extension, e.g., that 
loan disbursements were suspended by USAID from October 1977 to 
February 1979, precluding the possibility of meeting the established 
disbursement schedule. 

We would like to draw your attention to several points in the 
Memorandum of Understanding and to actions agreed to in that document. 

1) Per Section II(a) Release of Reflow Funds and Approval of 
Crop Year 1978 SPSCP Budget, release of reflow funds for credit 
financing for Crop Year 1978 will be from the Reflow Account rather 
than from the Part C Account. In this regard, we shall expect to 
receive a request from you for the specific amount of credit resources 
required for such financing, if still required. 

2) Also per Section II(a), USAID is now prepared to accept 
req~ests for other proposed reflow fund financing. 
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3) Per Sect.ion 11(b) hSL-1 Societies, Government should submit 
within 30 d3ys of the date of the memorandum (J:lUary 29, 1979) a 
list of specific societies which, cOlrnnencing wich the current planting 
season, will receive credit financing from ASL-I, either from reflow 
funds or Part C dollar disbursements as appropriate. 

4) Per SI~ction II(c) Project Coordination Unit, please advise 
us whom you have appointed to serve as the reu Credit Coordinator. 
t·l£ shall in the ncar futurf' draft terms of reference for the project 
Program Advisor for your review Clnd conunents. 

5) Per Section II(d) Program Targets, tIC shall expect to hear 
from you in the n)ar future regarding the proposed targets for the 
current crop year. 

6) Per Section 11(e) Evaluations, we shall contact the American 
Technical Assist::mce Corporation (AT!l.C) to determine if they could 
send an officer to Kenya in the near future to discuss with Government 
and assist in designing tenls of reference for the on~oin8 evaluation 
program. 

7) Per Section 11(f) Consultations, we request that you propose 
a schedule for agreed-upon quarterly meetings. Hopefully, these could 
conunence in April. 

tole are pleased that outst,:lI1ding project issues now have been resolved 
and look forward to a continued fruitful working relationship. 

: ' 
\ 

, I 

Robert J. Muscat 
Acting Director 

Attachment: Memorandum of Understandin~ 



MEMORANDUM OF UNDERSTANDING 

In Re: Agricultural Sector Loan I ("ASL III), Loan No. 615-T-009 
between the Govenlment of Kenya (,'ooK") and the Govemment 
" the United Stat8s of America, a...:ting through the United 
States Agency for International Development (,'USAID tt ). 

Reference: USAID/GCK letter of October 28, 1977. 

I. Purpose 

This Memorandurn records that the issues and problems Identified 

in the attach'T1ent to the referenced letter have been discussed between 

the GOK and USAID during the latter half cf February 1978, and have 

nOV\! - as specified below - been resolved to mutua.L satisfaction. 

II. Understanding Reached 

The GOK and USAID agree, specifically, that the ASI:- I program 

wlll henceforth proceed on the following bases, which are all undel"Stood 

to be integral parts of the overall agreement embodied in this 

Memorandum: 

(a) Release of Reflow FLI1ds and Approval of Crop Year" 1978 
SPSCP Budget 

The ASL l-generated Reflow Account will, immediately 

upon the date of execution of this Memorandum·, be 

available in principle for the financing, on a one-time 

basis and for the current planting season only, of the 

SPSCP portion ,)f the ongoing program in Eastern, 

Western and Nyanza Provinces. Such Financir.g will 

be consistent with the Revised Budget of October" 1, 1977. 8S 

transmitted to USAID by Cereals and Sugar" Finance 

Col"'pOration letter of November 23, 1977. Also, such 

financing from the Reflow Account wHl be available In 

support of a total CY 1978 program serving no more 

than 18,Ooq beneficiaries. Activities currel'itly eligible 

for reflow fLl1d ing are those lde"tifled in the USAID/MOFP 

letters dated JU1e 6, 1977 and August 22, 1977 

.• /2 

• This Memorandum Is considered executed as of the date of the last 
signature below. 
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(Implementatlon letter No.9). Immediate renow 

fU'lding Is ava(1able for those ellgible activities, 

within MOeD's jurisdiction, which have been 

supported by project descriptions in the afore­

mentioned Revised Budget. In addition, activities 

within MOA's jurisdicti0l1 may be funded from 

reflows, conditional upon submission to USAID of 

an MOA plan of action consistent with the 

requirements set forth in the USAID/MOA letter' 

(to Head, Land and Farm Management Division) of 

October 7, 1977). Immediately upon execution of 

this Memorandum, the GOK may present (!SAID 

with a request for a specific drawdown from U1e 

Reflow Account: and such request, to the extent­

consistent .... 'ith the foregoing, will be promptly 

honoured. 

For purposes r:f thls Memorandum of Understancing, 

the "current planting season" refers to the period 

August 1 - December 31, 1977 for Eastem Province 

and January 1 - July 15, ..] 978 for other program 

areas. All drawdowns requested shall cover expenses, 

both actual and proposed, during this period and shall 

be honoured (to the extent consister,c with the foregoing) 

even though in whole or in part they predate the date of 

execution of the Memorandum. 

(b) ASL I Societies 

Within 30 days of the date of this Memorandum, the 

OOK will submit to USAID for concurrence a list of 

specific societies which, commencing with the ~ 

planting season·, and thereafter for that period sp~clf[ed 

In Section 3.06(f) of .the Loan Agreement, will be 

expected, within the constraint of ASL I resource 

availability, to meet their total credit requirements 

from ASL I funds - i. e., either for expenditures for 
•• /3 

·i.e. J for Eastern Provinc~ approximately Auqust of 1978 and fo~ 
Westem and Nyanza provinces. appr'oxirYrately January cif 1979 •. ------
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which part C dollar disbursements will be possible; 

or from the Reflow Account; or a c')mblnation of 

both sources. 

These societies shall be chosen with the objective d 

allc.:::ating ASL ) fLrldlng predominantly to Class C 

farmers engaging in the production of food crops (i.e., 

those crops grown for consumption, Including coffee, 

tea, sunflower oil and similar products), livestock and, 

when Llsed as a security crop, cotton. It is recognized, 

ho ... ·"ever, that a relatively small percentage of Part B 

farmers wlll I ikely also be served through the designated 

ASL I societies; and that a relatively small percentage 

of non-food activities, such as pyrethrum, will llkely 

be financed by these societies. Also, shouldthe GOK 

believe that, on an exceptional basis, a part~::ular 

ASL I society should appropriately meet a relatively 

small portion of its credit requirements from other 

than ASL I sources, USAID would consult with the 

GOK toward the end of mutual ad .hoc agreement on 

such proposals. Finally, it is agreed that, within 

the ASL I societies, emphasis shall be placed on 

development of cooperatives as Institutions - i. e., on 

the provision of appropriate supporting services 

(e.g., marketing, input supply, tecmical services 

and advice) as well as credit. per ~ to participating 

farmers. 

(c) Project Coordination Unit 

The parties agree on the desirability of maintaining, 

within the GOK's overall organizat ional approach to 

Integrated agricultural development, a distinct Project 

Coordination Unit (PCU) for the purpose d ensuring 

SOLrld planning and implementation of the "ASL I Society" 

arrangement oLi+:lined In Section II (b) above. In particular, 
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the PCU shall be responsible, in coordination with 

MOA and MOCD, for the preparation of 

(1) the Annual Worl<. Plans a~ budgets, as called 

for in the SPSCP Operations Plan, but with 

reference to ASL SoCiety f,-'ture year funding; 

and 

(2) monitoring project progress and reporting same 

in quarterly progress reports as called for in 

the SPSCP Operations Plan. 

The PCU wtll be headed by a Credit Coordinator, appointed 

by and reporting to the Chairman, Cereals and Sugar 

Finance Corporation. The Coordinator will liaise closely 

with the Program Advisor, who will be an American recruited 

by USAID under ASL I dollar funding.· The Program 

Advisor's primary and major responsibility will be ASL I 

Society operations, with particular emphasis on the 

development of cooperatives as institutions. He will, however, 

be under the direction of the Permanent Secretary, 

Ministry /"If Agriculture ar,d will be available for any other 

related duties aSSigned to him by the Permanent Secretary. 

In meeting its above-referenced responsibilitiies, the PCU 

through the Credit Coordinator shall liaise closely with the 

Program Advisor and two Project Officers, one from WOA 

arv.j one from MOCD. On behalf of their respective Ministries, 

these Project Officers will be working on a full-time (or 

nE::clrly full-time) basis on ASL I SocieLY related matters, and 

their salaries and other costs wtll therefore be eligible for 

ASL I, Part C, non-credit funding. 

• •••••• /5 
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Reports and other documents pertinent to "ASL I 

Society" operations will be fumished by the PCU 

to CSFC for onward transmittal -to USAID. The 

CSFC shall make available to the PCU the 

nece!lsary staff and facilities through Part "C", 

non-credit and Reflow Funds. 

(d) Progr3m Targets 

It is agr.Jed that, commencing with the next planting 

season, ASL I societies, as identified above, should 

administer programs of a size and nature· commensurate 

with their administrative capabil ities, as well as those 

of the unions through which they operate, and 

commensurate with the objective of avoiding excessive 

and Inapprcpriate default rates. Toward these ends, 

the ASL ! Societies will recomrnend to the GOK, 

reasonably in advance of each planting season, 

appropriate beneficiary targets for each planting season. 

Each society shall concur in writing, with PCU 

endorsement, that targets deciderj upon are reasonable 

and manageable and otherwise consistent witJ-. ASL I 

project objectives. 

(e) Evaluations 

The parties agree on the desirability of timely and. 

appropriate evaluations of progress ..nder the "ASL 

Society" arrangement outlined above. Toward thls 

end, the parties wlll cooperate tOWdrd implementation 

by the Ministry of ,A,gr-iculture's Management Evaluation 

Unit (MEU), In consultation with the American Tecmical 

Assistance Corporation (ATAC) or other suitable flrm, 

of the SPSCP Baseline II Survey (previously agreed 

to by USAID/GOK document of December 19, 1975) 
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which, in essence, wtll document progress prior 

to the transition to the "ASL I Society" arrangement 

outHned in II (b) above, which survey will be carried 

out in accordance with methodology outl ined in the 

SPSCP Operations Plan ;:.nd to be implemented early 

In 1979. USAID will be fumished ~n copies of the 

Survey Report when available. The parties will also 

cooperate toward agreement on, and implementation of, 

annual joint GOK/USAID evaluations (as specified in the 

Operations Plan) of the "ASL I Sot:'iety" arrangement, 

once in effect. 

Concerning implementation arran£~ments as to the above­

outlined evaluations, it is recognized that both the 

USAID/GOK document of December 19, 1975 and the 

SPSCP Operations Plan anticipate extemal evaluations 

through ASL I dollar funding. It is further recognized, 

however, that within the MOA a Management Evaluation 

Unit (MEU) has recently been establ ished, whose capabil ities 

the GOK wishes to uti! ize fully. Therefol'e, the MEU wlll 

be fully involved in ASL 1 evaluations. 

(f) Consultation 

The parties agree on the desirability of regular consultation 

conceming ASL I matters generally, toward the end of early 

Identification and timely resolution of problems. Therefore, 

on a quarterly basis regularly, and more frequently when and If 

particular issues need urgent discussion, appropriate 

representatives of the parties shall convene at the scheduling 

of the MOF. In the event of unavallabil ity for quarterly 

meetings of the representatives named above appropriate 

altemative representatives authorized to speak for their 

principals, shall attend. The representatives shall normally 

in:1,ude, at a minimum: 

USAID - Assistant Director and Project Manager (Technician) 

- GOK - Assistant Commissioner, MOCD: Head Land and 
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Farm Management, MOA: and appropriate representatives 

of MOt=' and the PCU. The quarterly meetlngs shall 

normally be scheduled following receipt and review of the 

PCU's quarterly progress reports. 

III. Effect of ASL I Documentation 

The subject Loan Agreement and all related documents remain 

In full force and effect. For procedural ourposes, USAID will 

shortly hereafter issue an Implementation Letter, embodylng the 

terms of this Memorandum as part of Loan documentation. It 

is agreed that the terms of this Memorandum will thereupon b!l 

considered undertakings and obligations for purposes of Section 

5.01 (b) of the Loan Agreement. 

Accepted for: 

Govemm~t of Kenya: 

... 

.M. GACHUI 
DEPUTY SECRETARY - TREASURY 
CHAIRMAN - CEREALS AND 
SUGAR FINANG~ CDRPORATION 

Date:---V!.I/zL--

Concur: 

J. K. MUTHAMA 
DIRECTOR OF AGRICULTURE 

L.N. MUCEMI 

COMMISSIONER FOR COOPERATIVE 
DEVELOPMENT 

Govemment of United States d 
America: 

DIRECTOR, 
USAID/KEN't'A 

Date: 
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UNITED STATES OF AMERICA 1.'_1 

~ 
~ 

AGENCy' FOR !NTERNATIONAL DEVELOPMENT 
U_S.A.I.D. MISSION TO KENYA 

Hr. J. M. Gachui 
Chairman 

July 5 J 1979 

Office of the Director. 
P.O. Box 30261. 
Nairobi. Kenya. 

Cereals and Sugar Finance Corporation 
P.O. Box 30007 
Nairobi 

Dear Nr. Gachui: 

Subject: ASL I .UD Loan No. 615-T-009 
Abricultur~l Sector Loan I 
ImpLementation Leeter Ho. 13 

Th~ is in response to your letter of June 11, 1979 in which YOI 

reque~t an cxten~ion of [he t~rrnin~l d~te for requesting disbuL~~ments 
under Part C of subject loan (currently October 23, 1978) and for 
cor.lpleting disbur,,::.l1ent:.; (cur-rentl:,' :lpril n, lY7':J). 

USAID r2cogni;~es that cisbursc,Jent of funds we..:; suspended fur ever one 
year, precluding Lhe possihility of meeting tho established disbur~e­
ment 3ch2dulc. V:;riID is c:uthorized to grl!nt i::xtensions of Tn!)' s for 
periods not cxcouding one ycar. Utilizing that a~thority. we hereby 
extend the terminal date for reque3tin~ disbu~serncnt under Part C of 
the loan to October 23, 1979 a~d for completing disbursement to April 23, 
19£0. 

v:_ urgL' Govern',1c:nt to SUbl::it clailils for ruirl1bursement under Part C 8S 

soon as possibl~ to allow sufficient time to deal with any issues 
which way arise well in advance of the new TDD. 

Sincerely '" (' 

\ \ \ 
. ", I , ___ , ' •. ''''' 

"­
Glenwood P. Roanl--'-
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Mr. J. M. Gachui 
Chairman 

UNITED STATES OF AMERIr:A 
AGENCY FOR INTERNATIONAL DEVELOPMENT 

U.S.A.I.D. MISSION TO KENYA 

July 5, 1979 

OfficII of the Director. 
P. O. Box 30281, 

Nairobi. Kenya. 

Cereals and Sugar Finance Corporation 
P.O. Box J0007 
Nairobi 

Denr Hr. Gachui: 

Subject: ASL I .\1;) Loan No. 6IS-T-009 
Abricultur~l Sector Loan I 
Irnplelnentation Letter No. 13 

------------_._----------
Thi.s is in response to your letter of June: 11, 1979 in which you 
request 1m exten!:ion ()f l;lC t\~rE1in.::l d.::;te for requesting disbursements 
under Pa~t C of subjuct lunn (cur~~ntly October 23, 1973) and for 
cOl:lplctinG disDUrSCfI1<:ntl; :CtlL-rl'ntJ:; npril 201, L;7'::1). 

USA1D r2co6ni:~L's th1'.t c.isiJursd:\Cl"ll of funds \0/2.; suspended for over one 
year, precludil!G the pos3ihility or mectiTlg th,-, established disburge­
ment 3chcdulc. l1S,HD i.a i:utho1'iz,·d to grcnt L:xtensions of TOD's for 
periods not (:xc2c:din,; 01:\; ye::r. Ucilizing th11t authority, loJe hereby 
extend the ::ctTtlinc.1 date: tor re:quc:otin;.:, disburscmcnt under P,1rt C of 
the lO::ln to Oc too(;1' 23, 1;) 79 ,mu for· complet in~ disbursement to April 23, 
19LO. 

W<! urg" Govcrn:·hcr.t to sulJuit clnilils for r"irilbursement under Part C as 
soon as possibl~ to ellow suffici~nt tiQ~ to deal with any issues 
which way arise well in advance of the new TOO. 

SinCerely" ( 

., \ '. 

.. ~.~ I \ ---,. . -.. , 
'-. '--_ .. 

Glenwood P. Roane 
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UNITED STATES OF AMERICA 
AGENCY FOR INTERNATIONAL DEVELOPMENT 

U.S.A.J.D. MISSION TO KENYA 

~ 
• _ "', \1,'1 \ c' ,a._ : a 

Mr. J. M. Gaehui 
Chairman 

July 5, 1979 

Office of the Director • 
P.O. 80)( 30261. 
Nairobi. Kenya. 

CeTe4ls and Sugar Fin.nee Corp~ation 
P. O. Box 30007 
Nairobi 

Dear Mr. Gachui: 

Subject: ASL I - AID Loan No. 6l5-T-009 
Agricultural Sector Loan I 
Implementation Letter No. 14 

This is in response to your letter of June 11. 1979 in which you 
request an extension of the terminal date for requesting disbursements 
under Part C of subject loan (currently October 23. 1978) and for 
eempleting disbursements (currently April 23. 1979). 

USAIO raeognizes that disbursement of funds was sU9p~nded for over one 
year, precluding the possibility of meeting the established disburse­
ment schedule. USAIO is authorized to grant extension of TOO's for 
periods not exceeding one year. Utilizing that authority. we hereby 
extend the terminal date for requesting disbursement under Part C of 
the loan to October 23. 1979 and for completing disbursement to 
April 23, 1980. 

We urge Government to submit claims for reimbursement under Part C 
as soon as possible to allow sufficient time to deal with any issues 
which may arise well in advance of the new TOO. 

Sincerely, 

(" l" \' -- -... - \- ,-\...,- -.-lj '. '. ',_.J"'~" ~ 
Glenwood P. Roane 
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UNITED STATES OF AMERICA 
AGENCY FOR INTERI'JATIO~..JAL DEVELOPMENT 

U. S. A.I D. MIS S 1 0 I'J TO 1\ E t·, Y A 

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

Permanent Secretary July 20, 1979 
Office of the Vice-President and 

Ministry of Finance 
P,O. Box 30007 
Nairobi, Kenya 

Attention: Hr. Z.N. Nyarango, External Aid Division 

Dear Sir: 

Subject: AID Loans Nos. 615-T-00Q and 6l5-T-008A 
Kenya Livestock Developnent 
Implementation Letter No. 25 

Implementation Letters Nos. 23 and 24 for AID Loan 6l5-T-000 
extended the Terminal D&te fer Requt!stinS Disburser;)ent Authoriza­
tions (TDRDA) for Project Parts A nnd C of the loan to Harch 31, 
1980 nnd the Terminal lJisbursel.1cnt Dr,tc (TDD) for Project Parts A 
nnd C of the loan to Septccber 30, 1930. 

The purpose of this IMp1enentation L~tter (No. 25) is to advise 
you that USAID hereby [llso extends the TDRDA and TDD of the Loan 
Program Anendment (615-T-000A) to !larch 31, 1980 and September 30, 
1980, respectively. 

Sincerely, 

.- " ~. \ 
--. -"\. " , ' 

1 ~,. ~ -..... • .1" ,., ..... ~~ 

cc: Mr. J.K. Huthalna, NOA 
Mr, L. Ayuko, MOA 
Mr. D.K.M. Njmna, Tr~asury 

<..~--.-­
Glenwood P. Roane 
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UNITED STATES OF AMERICA 
AGENCY FOR INTERNATIONAL DEVELOPMENT 

U.S.A.I.D. MISSION TO KENYA 

Mr. J. M. Gachui 
Chairman 

July 17, 1979 

Cereals and Sugar Finance Corporation 
P. O. Box 30007 
Nairobi 

Dear Mr. Gachui: 

Re: ASL I - AID Loan No. 615-T-009 
Agricultural Section Loan I 
Implement_~tion~etter No. 15 

Office of the Director. 
P.O. Box 30261. 
Nairobi. Kenya. 

Before attempting to respond to your lcttcr of June 27th, 1979, two 
members of our agricultural stoff Qet with Mr. Bonifoce Kang'ela, 
the newly appointed Credit Coordinator, for subject loan to discuss 
some of the issues r~loting to this loon in an attcmpt to resolve 
them on a less fOrr.lOl bards. This should facilitate cODlnunication 
and allow us to cooplcte the activities under the loon within the 
extended teluinal dates (ref. my letter of July 5, 1979). 

The proposal for reflow funds to be used to finance the purchase of 
vehicles by the Unions appears to be appropriate, but we need details 
on th~ number and type of vehicles to be provided, security arrange­
Clents, and the I.1echanisms to be used to affect replenishment and 
growth of the sinking fund, in short an overall activity proposal. 
This is of particular importance considering that the weaker unions 
are likely to be the principal users of the funds provided by the 
sinking fund. We have a strong desire for this program to continue 
to provide appropriate vehicles in the future when both demand and 
prices are likely to b~ higher. 

We have received cories ~f the 1979/80 work plans and these are 
presently being r~viewec. The targets for the SPSCP seem reasonable, 
(but have the B~~ieties concurred in their reasonableness?). We are, 
however, unable to regard the work plan as a request for reflow 
funds at this time believing that it would be wise to await the 
field audit which we have discussed with Mr. Kang'ela. 
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In reference to the last paragraph of your letter, we have conferred 
with the Ministry of Agriculture and with their permission have 
contacted ATAC to participate in the evaluation. So far however, 
we have not received confirQation of an arrival date for a 
consultant. 

Sincerely, 

,.~~. :~ \J\ \ 
"~.-. t~,..j-- ..... -...l. .. I 

cc: Mr. J. K. Muthama 
Director 
Ministry of Agriculture 
P. O. Box 30028 
Nairobi 

Glenwood P. Roane 
.. ""''--
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UNITED STATES OF AMERICA 
AGENCY FOR INTERNATIONAL DEVELOPMENT 

U.S.A.J.D. MISSION TO KENYA 

Office of the Director. 
P.O. Box 30261. 
Nairobi. Kenya. 

July 19. 1979 

Mr Boniface B.C Kang'ela 
Secretary 
Cereals and Sugar Finance Co· .. poration 
P O. BOX 30007 
Nairobi 

Dear Mr Kang'ela' 

RE: AID Loan No 615-T-009 Kenya 
Agricult'.lral Sector Loall I 
.~~p_l_e_~~nt~t_~~~ L_et.t_~r_ .~~: . 16 

Thank you for your letter of 11 July, 1979 regarding the 
audit of the on-lending institutions and participating 
cooperatives under this loan 

We also are not interested in yet another audit of CSFC. 
but only of the on-lending institutions and participating 
cooperatives 

We arc in full agreement with the views expressed in your 
letter and are most anxious to assist where possible in 
getting the audit under way. 

Sincerely, 

. .J....... \ 
Glenwood P Roane 




