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EMBASSY OF THE
|F UNITED STATES OF AMERICA
- R NAIROSBI, KENYA

January 27, 1988

Mr. Charles Gladson

Assistant Administrator

Bureau for Africa

Agency for International Development
Room 6936 New State

Washington, D.C. 20523

Dear Mr. Gladson:

I am pleased to endorse the Kenya Action Plar. for FY
1989-9]1 now being submitted by the U.S. Agency for
International Development in Kenya. My staff and I have
reviewed the document, have discussed it with USAID/Kenya
staff, and fully support the actions proposed in it.

1 am convinced that our U.S. assistance program is on
the right track with its focus on the strategic objectives
of:

-=- increasing per capita food production

-- increasing the role and efficiency of private
enterprise in economic growth, and

-- reducing the population growth rate.

Significant steps have been taken in these areas
during the past few years. Continued commitment and
continuity are likely to yield even more impressive
results in the future. The program is extremely
beneficial for the people of Kenya and for U.S. interests
in this important country.

Sincerely,

P P QNN Ny NNy

Elinor G. Constable
Ambassador
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KENYA ACTION PLAN, FY 1989 - 1990 - 1991

I. PROGRAM OBJECTIVES AND IMPACT ASSESSMENT

A. Program Objectives

The primary USAID goals for assistance to Kenya are to promoite an increase
in economic growth and to reduce the rate of population expansion. They were
first expressed in USAID/Kenya's 1984 CDSS, were reiterated in tae Action Plan
for FY 1986-88, are valid goals today and are expected to remairn so through
the end of the Century. The Mission's atrategy for accomplishing these
long-term goals has been reviewed and approved by A.I.D./Washing:on on a
number of occasions and remains essentially unchanged. Five major sector
analyses and sirategy statemenis -- on agriculture, population, the private
sector, food assistance and child survival -- have been developed and approved
during the past two years and are now being implemented. MXodifications made
in targets (actions) represent fine tuning of the sirategy in orcer to:

(1) address new shori-term constraints that may impede progress %oward
attainment of long-term goals, e.g. & detericrating balance-of-psyments
situation; (2) take advantage of positive atititudinal changes on ihe part of
the Government of Kenya (GOK) regarding the role %o be played by a coaponeni
in the economic development equation, e.g. the private sector; or (3) bring
into play newly identified short-term sctions, e¢.g. U.S.-based itraining, which
the Mission believes will assist and/or accelerate movemen: toward the
accomplishment of long-term goals.

The overall sirategy continues to be directed toward developing and
improving an “enabling environment™ by reducing resirictions on private sector
entrepreneurs and by fostering production and marketing conditiors that will
serve as inducements for greater crop production. The USAIL program is

concentrated on three strategic objectives:

-=- increasing per capita food production,

== increasing the role and efficiency of private enlterprise in economic
growth, and

-~ reducing the population growth rate.

USAID/Kenya's sirategies for addressing each of these objectives are
outlined in Section II of this Action Plan.

B. Program Impact Asseasment

Overall progress toward USAID's strategic objectives since submission of
the last Action Plan has been mixed but generally good. Progress vas made in
USAID-supported activities aimed at increasing per capita food production;
notable achievements were recorded in expanding the role of the private
sector, particularly in 1987; and progress toward reducing Kenya's rale of
population growth was fair-to-good. USAID/Kenya's efforis -- through



policy dialogue, establishment of macroeconomic or sector policy conditions
within projects, analysis of constraints and of alternative possibilities for
achieving objectives, collaboration with other donors, snd work at many levels
of the GOK and in the private gector -- were instrumental in helping to
achieve progress. Major specific sccomplishments by objective include:

1. Food Production

a. Policy change

Following recommendations from a major evaluation of the Agricultural
Development Program, USAID appears to have successfully promoted policy
changes designed to increase the use and availability of fertilizer. The GOK
drafted a Policy Paper outlining goals, objectives and strategy for
improvements in this area and confirming that USAID and the GOK are in
agreement, Fertilizer is now being distributed by 35 private sector
distributors inastead of the single GOK-operated cooperative which formerly
controlled all distribution. Fertilizer prices are now based on a benchmark
international price, a policy change that has resulted in reduced prices to
farmers. The Ministry of Agriculture has created and staffed a Fertilizer
Monitoring Unit to collect and analyze data on the fertilizer sector for
better planning and decision making, thus enabling the GOK to implement its
plans to liberalize fertilizer import allocations and pricing. Repackaging
into smaller bags has made fertilizer more affordable %o smallholder farmers.
The number of private sector firms allowed to import fertilizer increased from
13 in 1985 to 44 in 1987, resulting in expanded feriilizer disiribution to
wider geographic areas and increased use of ferbtilizer by small farmers.

In the area of grain marketing policy, the GOK is now committed to
restructuring the role of the parastatal marketing body, the National Cereals
and Produce Board (NCPB), and increasing the role of cooperatives and private
firms in both the primary and secondary marketing of cereal grains. The NCFPB
has long been the commanding force in grain marketing and distribution. In
1986, the GOK agreed that private millers could purchase Title I wheat
directly on arrival at pori. 1Imn 1987, the GOK agreed that all commercially
imported wheat, in addition to Title I wheat, would be sold to private millers.

b. Basic food research. A single body, the Kenya Agriculture
Research Ingtitute (KARI), has been established to coordinate all agriculture
research. Research priorities that provide continuiiy and consistency have
been established. Duplication in research has beern greatly reduced, and the
number of major research stations has been reduced from over 40 to 15. The
strategy for and consolidation of agricultural research has freed resources
for a greater emphasis on quality rather than quantity in the research effort.

c. On-farm grain storage technology. 4 1987 evaluation of & cluster
of 30 farms indicates that USAID-supported improved storage management
practices have reduced spoilage by 10 percent. The evaluation strengthened
the confidence of USAID and the GOK thal the grain storage project can maske a
significant impact in reducing post harvest storage losses in major grain
producing areas of Kenya. Project activities are being extended to additional




areas of Kenya, and extension/demonstration activities are concenirated on
those groups shown %0 be most successful. Over 950 agriculiural extension
officers (about 40 percent of them women) have been trained in new storage
techniques and are disseminating these improved technologies %to0 farmers.

[This target has been achieved and does not appear aa a targe: area for the FY
1989-9]1 Action Plan period.]

d. Technical management and financial capability of agricultural
sub-systems. A long-term institutional relationship was established between
Egerton University and the University of Illinois. Thirty percent of students
enrolled this year are women (an increase from 21.4 percent in 1985/86), and
15 percent of the faculiy are women. Seventeen Egerton faculty .including
four women) are in the United States for training in professiona. and
administrative skills. After only aix months of implementation, the
Agricultural Management project has identified at least five public and
private sector organizations which provide services to the smallholder farming
sector and which are interested in obtaining specialized training to improve
their performance. The final evaluation of the Rural Planning II project and
the interim evaluation of the Resource Mansgement for Rural Deve.opment
project verified that significant progress has been made by the GOK in
implementing the "district focus for rural developmeni™ concep:, on budget:
rationaligation and in improvement of institutional capacity both in the
ceniral ministries and at the district level. Therefore, USAID has committed
itself to begin a new phase of the project.

Problems

Some resulis have fallen short of expectations over the last two years.
For example, USAID had hoped to diminish the maige marketing role of the
National Cereals and Produce Board, an inefficient agricultural parastatal,
but succeas in this area proved to be short-lived. Unfortunately, this policy
was reversed due to poor implementation planning which resulted in the
Government's inability to recover agriculiural loans or stabilize producer
prices. Present planning by the GOK calls for reducing the NCPB's role in the
agricultural market %o one of a crop buyer and seller of lasit resort.

Despite the successful efforis in integrating the agricultural research
establishment under KARI, progress over the past 18 months in implemeniation
of key program components to support field station and adapiive farm research
has been slower than anticipated. With annual productivity increases for key
food crops falling further behind effective demand incresses, research
processes for new sireams of technology to reverse this trend are required
immediately. USAID, in collaboration with 12 other donors, has juat begun %o
provide the neceasary support to increase the pace of these activities.

Another difficulty faced in implementing USAID-supported agricultural
programs is the fragmentalion of respomsibility for agricultiural activities

among five separate ministries.

2. Private Seclor

a. Improving the policy climate to expend incentives for private
businesses. An increassing number of public simiements are being made by

-3 -



senior GOK officials about the partnership beltween the public and private
sectors in generating growth and development in Kenya. The most significant
example was the Africa-wide conference on the "Enabling Environment"”
(sponsored prinecipally by the Aga Khan Foundation with some USAID financial
support). It was hosted by Kenya and opened by President Moi in October
1986. The central document on GOK policy, Sessional Paper No. 1 on Economic
Management for Renewed Growth (March 1986), clearly outlines the leading role
the private sector will play in the future of Kenya's development. USAID'S
private enterprise development strategy supports that thrust and emphasizes
assistance to small-scale rursl entrepreneure, the informal sector, and modern

large-scale firma.

Jointly with the World Bank, the Internationsl Monetary Fund (IMF) and
other bilateral donors, USAID has helped persuade the GOXK to maintain
favorable macroeconomic policies, such as positive, real interest rates,
realistic exchange rates, and low inflation., Through Economic Support Fund
conditionality, USAID has encouraged the GOK to improve import administration
in two important areas: making tariffs more uniform and reducing the level of
tariffs on important intermediate goods. In a departure from most previous
bilateral assistance, USAID and the GOK agreed in June 1987 to channel the
bulk of the resources under the Privatbte Enterprise Development project
directly to private sector organizations, an important step which underscored
GOX understanding of the vital contribution that the private sector is
expected to make %o national development.

There are additional, albeit tentative, signs that the process of
divestiture of selected government parastatals is underwesy. The National Bank
of Kenya and the Kenye Commercial Bank have both begun discussions on the
isasuance of 20-40 percent of their shares to be sold to the public in 1988,
The Kenya Meat Commission is likely to be involved in selling the bulk of its
assets to its principal suppliers. Also, there appear to be concrete moves to
pursue the development of Kenya's capital market.

b. Developing 8 more effective business support system. Substantial
progress has been made in providing medium-term credit directly to rural
enterprises. USAID has committed $24 million in medium-term financing through
the commercisl banking system, and more than PB4 million in individual loans
have been approved io date by participating banks. A major milestone was
achieved in late 1986, when the GOK agreed to establish a refinancing facility
for rural lending at the Central Bank. This represents the first step taken by
the GOK toward creation of a permanent refinancing facility. It will enable
the commercial banking system to have access for the first time to a facility
for converting long-term obligations into short-term paper to solve liquidity
problems.

Programming of counterpart funds for private sector initiatives has
resulted in financial support for a private sector housing program, as well as
for informal sector and small loan guarantee programs. In addition, the GOK
has expressed interest in programming new counterpart funds for a wide range
of private sector activities, including additional funds for the Rural Private

Enterprise loan program.



Problems

Of particular significance in the private sector is the issue of
"indigenization" (see discussion in Section II B), the extension of a greater
share of economic growth and control to Kenyans of African origin. If not
satisfactorily resolved, this issue will have a negative effect on invesiment

and private sector growth in Kenya.

An emerging problem with the Rurel Private Enterprise loan program is that
the average loan size is somewhat larger than anticipated. Preliminary
discussions with GOK officiamls indicate some willingness to consider
integrating the non-banking financial institutions into the program. Such
institutions lend at higher interest rates to less well established dborrowers,
and their participation in the program could mean more loans to smaller

borrowers.

Another problem which could harm some USAID programs, as well as those of
other donors, is that import duties are being charged on commodities used in
the programs of non-governmental and private voluntary organiszations
(RGOs/PV0s). This has had a significant negative impact on the ability of
NGOs to contribute o national development and has delayed progress in several
components of USAID's privale enterprise projects which utilize NGOs.

The GOK is moving slowly in implementing its stated aim of a: least
partial divestiture of iis many parastatal operations because (1)} i: believes
that most privatigation programs will wind up transferring resourzces o
non-indigenous Kenyans, and (2) the parastatals still provide sinecures for
politically powerful individuals. Through continuing dialogue, USAID is
working to inform GOK policy makers about privatization mechanisms which would
be responsive to at leas! the firs!t of theae concerns.

3. Population

During the past few years, a number of important steps have been taken in
Kenya to reduce fertility rates. USAID's efforis have been an inportant
factor in these accomplishments. BPased on recent service statistics, the
current contraceptive prevalence rate is estimated o de 18 - 20 percent of
eligible couples. A national community-based family planning program is now
being implemented under the direction of the National Council on Populatiion
and Developmen: (NCPD). More than 700 nurses and clinical officera (95
percent of them women) have received family planning training uncer the
Ministry of Health program since the beginning of 1986, and there has been a
corresponding increase in availability of services through MOH fecilities.
Through expansion of the woluniary surgical coniraception program (VSC), 32
new service sites have been eatablished and an eatimated 13,500 individuals
have been served. Through support to the Family Planning Private Sector
Project, more than 120 service delivery points, servicing more than 35,000
clients, have been established mince 194. High-level support for family
planning, reflected in recent public statements by both the President and Vice
Preaident, have helped to create a very positive environmen: for »rogram

expansion.



Problems

Some problems persiet in the implementation of the Family Planning
Services Support (FPSS) Project, the major Mission activity in the population
field. For example, the reluctance of the National Council for Population and
Development (NCPD) to channel bilateral assistance through U.S. cooperating
sgencies and contractors has slowed implementation of several project
components, such as social marketing and community-based services. Though the
MOH has requested sssistance in sirengthening contraceptive logistics, to date
this element of the program has not functioned very effectively. The lack of
reliable service statistics and related management information has made it
difficult to assess program sirengths and weaknesses, or to make neceasary
adjustments. Recent GOK efforts to centralize decision-making about uses of
bilateral project funds aslso have impeded implementation in the sector.

C. Implications for Future Program Actions

Continuing analysis of the components of economic growth and of the
constraints Yo development in Kenya confirms thet the goals snd strategic
objectives of the USAID program remain valid. Progress made, as outlined in
Section I.B., confirms that the strategy is both worthwhile and workable and
provides guidelines for successful future interventions. (A more detsiled
explanation of the strategy within each subsector appears in Section II.)
Problems encountered indicate areas where special efforts will need io be
directed in the future. Based on analysis, evaluation, and constant
interaction with private sector personnel, GOK officials, other donor
representatives, PVQ/NGC personnel and members of the general population
affected by U.S. assistance, USAID/Kenya is convinced that the development
strategy iz on the right track. The Mission is committed to continuity in the
program and plans to continue to woerk on the stated strategic objectives over

the long term.



II. STRATEGIC OBJECTIVES, TARGETS ARD BENCHMARKS, FY 1989 - 91

A. Food Production

Kenya'e commitment to stimulating more rapid economic growth and
employment creation through an agriculture-led growth strategy is dependant on
significant increases in both food and export crop production. Presently,
agriculture accounts for 27 percent of Kenya's GDP, 70 percent of employment
and 65 percent of export earnings. Rural population is growving at a rate of
3.5 percent per year, and nearly eight million nev jobs will be needed in the
rural economy by the year 2000. The combination of high population growth
rates and the scarcity of high and medium potential land have caused trends in
per capita food availability to continue to decline. Kenya's food output is
156 kg. per capita; smallholders on farms averaging two hectares account for
75 percent of agricultural output. To maintain present levels of per capita
grain production, output must increase from the 2.7 million ton 1980-84
average to 5.4 million toms in 2000.

Kenya's Sessional Paper on Renewed Economic Growth underlines the central
importance of increased agricultural proaperity to achieving ecoaomic goals by
the year 2000. USAID and a number of other donors support the GOK's
agricultural objectives, which include: (&) food security by the year 2000
for Kenya's 35 million people; (b) 5 percent growth in farm family incomes
over the next 15 years; (c) growth in export crop supply leading to a 150
percent increase in agricultural export earnings by 2000; (d) 3 percent arnual
growth in farm employment with increases in labor productivity; and (e) 3.5 to
5 percent per year increases in rural, off-farm employment.

USAID's agricultural program strategy continues to focus on :he
intensification of agricultural production on a scarce production land base,
advocating input and marketing systems which reward private effor-t and
entrepreneurship. USAID ia playing a leading role in reorganigazion of
agricultural research into & consolidated effort directed by one central
organizgation, the Kenya Agricultural Research Imstitute {KARI), because
providing new streams of technology will be critical for rapid increases in
crop productivity. In addition, strengthening human resources (public and
private) amssociated with various agricultural support systems remains an
important component of USAID's strategy. Therefore, for example, continued
support for Egerton University will be maintained through the Imstitutional
Development for Agricultural Training (IDAT) project throughout the period of
this Action Plan.

Target #1: Improve the efficiency of rural marketing systems through policy
adjustments, public and private sector inveatments, and further
development of private distribution networks.

Benchmarks: {(a) NCPB's role progressively restructured to one of buyer and
seller of last resort with ite formal market share for maize reduced
to a marimum of 70 percent by 1990; (b) Pood for Progress/Title III
program established in 1989 to support further liberalizetion of grain
marketing; (¢) GOK's role in the fertiliger sector furtter reduced by



eliminating import allecations and pricing authority for all but the
major fertilizer types and by allowing donor-financed fertilizers to
be directly imported by the private sector by the end of 1989; (d)
Rural Marketing Development Program established with 4-5 market
regions identified for program investments.

Target #2: Implement research management systems and improve quality of
basic food research,

Benchmarks: ({a) A national agricultural research strategy developed by KARI
to rationaligze and prioritige resources on the basis of market demand
and projected food security requirements; (b) financial and
administrative systems in place at KARI; (c) technical research
programs for maize and sorghum/millet operational in 12 research
station locations; and (d) Research Fund support for a minimum of 10
private and/or university research activities by 1991.

Target #3: Implement training and institutional development activities at
Egerton University, the Ministry of Planning, KARI and various
agribusinesas firms.

Benchmarke: (a) Egerton University--20 instructors enter or return to
Egerton from graduate degree programs in the United States; curricula
in 8ix key departments substantially improved or newly initiated; and
formal manpower study carried ocut on role of Egerton graduates in the
economic development of Kenya; (b) Agribusiness development--high
guality financial, marketing and management assistance under the
Agricultural Management Project received by 24 agribusiness firms; (ec)
KARI--USAID-supported degree and in-country training programs directly
linked to KARI's long-term manpower development program; and (d)
Ministry of Planning and National Development--district-based planning
gystem is linked to national-level reacurce allocation, and
micro-computer technology becomes incorporated in the national
development planning process.

B. Private Sector

As the predominant bilateral donor in the field, one of the most important
contributions USAID can make to economic growth and development in Kenya is
helping to expand the role of the private sector in the Kenyan economy.

A major issue to be confronted in thias sector is the extent to which
Kenyans of African origin are able to participate in and benefit from private
sector programs. A very high percentage of private industry and commerce in
Kenya is in the hands of Asian (ethnic Indian/Pakistani) busiressmen who
control approximately 75 percent of the trade sector and about 25 percent of
the GDP. Although they are Kenyan citigzens, these individuals represent only
one-half of one percent of the country's population. They have contributed
greatly to Kenya's development, but they continue to control a grossly
disproportionate shere of the economy. This problem continues to be a mzjor
concern to the GOK both as an equity issue and becsuse many view this



concentration of resourcea as a potential threat to social stabdbility. In
addition, Kenya's long term economic growth will require an ever-expending
pool of entrepreneurs and managers, most of whom will have to come froam the
other 99 percent of the population. At the same time, the GOK recognizes,
because of their resources and significant experience, that the continued
participation of the Asian community is a necessary factor in keeping the
private sector growing for the benefit of the entire mpation.

In this context, USAID must confront the dilemma of a small group which
controls the majority of private sector activities (and therefore comtributes
to and benefits from many of USAID's private sector development programs),
vhile the vast majority of the population has little current access to many of
the same private sector benefits. This dilemma is exemplified by USAID's
Commodity Import Program in which Kenyans of African origin account for less
than five percent of users. During the 1989-91 Action Plan period, USAID will
concentrate on finding ways to draw more of the indigenous population into the
private sector. In keeping with the need to achieve growth both in the short
and long term, the aim will be to promote greater indigenous participation
rather than to exclude participation of non-indigenous groups.

USAID's two-pronged strategy for expanding the role and efficiency of
private enterprise in ecomomic growth involves promoting growth among Kenya's
private, for-profit businesses by: (1) improving the policy climate that
affects private business, and (2) developing a more effective business support
aystem,

Target #1: Provide lines of credit to emable two venture capital firms to
gain acceas to convertible debt financing in order to expand equity
inveatments resources.

Benchmark: Two venture capital firma, Industrial Promotion Services and
Kenyas Equity Management, will have invested equity of approximately
$2.5 million and utilized USAID's line of credit to provide
approximately $3.2 million to 15 - 20 firas.

Target #2: Provide management and technical assistance to private businesses.

Benchmark: Over 850 businesses provided management and technical assistance
through tkree USAID-funded organizations: Kenya Managezent Assistance
Prograa, International Executive Service Corps, and Kenya Equity

Management.

Target #3: Strengthen PVOs which provide small enterprise assistance to the
informal sector.

Benchmark: Twenty PVOs assiated through granis, loan credit programs, and
technical assistance.

Target #4: Finance policy studies on the enadling enviromment in areas such
as capital market development, investment climate, price controls and

rural industrialisation.



Benchmark: Ten policy studies completed by two USAID~funded policy
inatitutions, the Investment Promotion Center and the Kenys
Association of Manufacturers.

Target #5: Sponsor seminars related to a wide range of private sector issues.

Benchmark: Fifteen seminars conducted over the next two years by three
organizations funded by the Private Enterprize Development project.

Target ﬁg: Provide technical training, business management skills and emall
loans to micro-enterprises, enterprise groups and informal sector
entrepreneurs.

Benchmark: Support received by about 400 micro-enterprises and enterprise
groups under a grant from the Rural Private Enterprise project.

Target #7: Provide loan asgistance to medium-sized firms.
Benchmark: Approximatély $2% million in loans disbursed to 25 - 35 Kenyan
firms through the loan component of the Rurasl Private Enterprise

project.

Policy Change

A number of policy aims will be pursued in the private sector area during
the Action Plan period, including:

1. Indigenization: USAID will support the GOK's effort to draw more
indigenous Kenyans into the private sector by modifying several private
enterprise programs. Future counterpart funds are being programmed to expand
the existing informal sector loan program, under which 95 percent of the
beneficiaries are Kenyasns of African origin, and potentially to create a Loan
Guarantee Scheme targetting smaller indigenous importers under the Commodity
Import Program.

2. Import Licensing. USAID will strive for an expeditious and equitable
approval process for import licensing to ensure that scarce foreign exchange
resources are allocated to those industries needing them moat.

3. Capital Market Development. USAID will continue supporting the
Ministry of Finance in ites efforts to create a Capital Market Development
Authority, expand money markets, and encourage the expansion and modernization
of the Nairobi Stock Exchange.

4, Market Interest Rates: USAID will seek to convince the GOX, both in
regular ESF policy dialogue and through project level contacts, of the
counterproductive effect that fixed across-the-board interest rates have on
the attainment of the GOK's objective of reamching smaller indigenous firms
through commercial channels.
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c. Ponglation

Rapid population growth represents & critical development prcblem for
Kenya. The current population of 22.3 million is estimated to be growing at
roughly 3.8 percent per annum. If this rate of growth continues unabated,
Kenya's population will double in less than twenty years. Bven assuming a
successful family planning program, the population of Kenya is projected to
exceed 33 million by the year 2000. C(learly, this growth will seriously
undermine efforts to attain per capita improvements in a wide rarge of social
and economic indicators. In addition, population pressures with regard to the
growing scarcity of arable land and relatively limited short-run opportunities
to increase wage employment present increasingly serious politicsl and

economic problems.

USAID's long-term goal in this sector is to assist the Kenyar. government
in reducing the rate of population growth. Specifically, USAID eupportis the
GOK's effort to reduce the rate of population growth to 2.8 perceni by the
year 2000, with a shorter term goal of reducing the growth rate to 3.2 percent
by 1992, although USAID believes these projections are quite optimistic.
Overall, the focus on service delivery described below is expecied to result
in an increase in prevalence of contraceptive use among married couples of
reproductive age from the current level of 18 percent to 23 perceat over the
next two years. Use of more effective methods of contracepiion by that group
is projected %to increase from 10 percent to 14 percent during the same period.

USAID's strategy for reducing the population growth rate aims to encourage
deferral of first births, spacing of births during the middle child-bearing
years, and completion of fertility at an earlier age by:

-- expanding information, education and communication about Tertility and
family planning;

-- gxpanding community-based and market-based distribution o7
contraceptives; and

-- expanding clinical services through government, private praciilioners
and NGO's.

Target #1l: Expand clinic-based services through iraining and dedsloyment of
Ministry of Health and KGO clinic personnel.

Benchmark: The portion of the population with access to clinic-based family
planning services will increase from 40 percent to 60 percent.

Target #2: Increase access to woluntary surgical contraceptive services,
through the provision of training, equipment, and supplies to the MOH,
NGOs, and private clinics.

Benchmark: The number of sites where VSC services are roultinely available
will increase from 30 ito 55.
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Target #%: Expand the family planning service delivery system through
community-based and social marketing programs.

Benchmark: The prevalence of contraceptive use will increase from the current
level of 18 percent to 23 percent. The portion of the population with
access to community-based family planning services will increase from
10-12 percent to 18-20 percent.

Target #4: Expand and extend services provided under the Family Planning
Private Sector project (FPPS).

Benchmark: The number of FPPS service delivery points will increase from 120
to 150.

Target #5: Strengthen the logistics system and provide contraceptive
supplies.

Benchmark: A computerized contraceptive supply system will be operational in
the Ministry of Health.

Target #6: Reduce the portion of births occurring (a) at intervals of less
than two years, (b) to women under age 19 or over 35, and (¢} to women
who have four or mere children.

Benchmarks: Statistics will show {a) a reduction in the portion of birth
occurring at intervals of less than 24 months from 35 percent to 30
percent, (b) reduction in portion of births occurring to women under
age 19 or over 35 from 26 to 22 percent, and (c¢) a reduction in the
portion of births of parity four or more from 50 percent to 40 percent.

During the Action Plan period, USAID will also continue to implement =
number of important activities in the health field. They are major factors in
8 strategy that recognizes the importance of infarnt and child survival to the
long-term goal of reducing population growth rates, Despite considerable
progress in reducing the levela of infant and young child morbtality, much
remains to be done. The current infant mortality rate, estimated at the
national level to be 80 per 1000 live births, masks important regional
variations where levels may reach 200 or more.

USAID is supporting efforts to reduce the major causes of childhood
morbidity and mortality: immunizable diseases, acute respiratory infections,
dehydration due to diarrhea, and malaria. The strategy for doing so is
described in the USAID/XKenya Child Survival Action Plan, which was approved by
A.I.D./Washington in May 1987. Key elements of the sirategy are: reduction
in high-risk births through increased access to family planning services;
reduction in mortality due to diarrhea-related dehydration through support for
the national control of diarrheal diseases program; reduction in immunigzsble
childhood disease (especially measles and neonatal tetanus) through support to
the Kenya Expanded Programme on Immunization (KEPI); and improved early
childhood nutrition through support for improved breastfeeding and related
infant feeding practices.
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Target #1: Support the development and testing of communications and
training materials and conduct studies on utilization of oral
rehydration therapy (ORT). The national CDD strategy will have been

finalized and implementation underway prior to 1990.

Benchmarks: (a) increase the number of districts actively participating in
national Control of Diarrheal Diseases program from 8 to 32, and (b)
complete a baseline survey to determine knowledge and use of ORT.

Target #2: Provide all oral polio vaccine needed by KEPI during Action Plan
period. Identify other KEPI needs and design/implement assistance to

strengthen program effectiveness.

Benchmarks: There will be an increase in immunization coverage of the target
group for measles (63 percent to 80 perceni), oral polio vaccine III
(70 percent to 80 percent), and tetanus toxoid (40 perceat to 75
percent).

Progress with respect to these objectives will be measured tarough a
combination of sample surveys (e.g., 1988 Demographic and Healih Survey) and
service statistics collected by the Ministry of Health, NGO's, and
USAID-funded cooperating agencies.

D. Other Major Interventions

1. PL-480 Food Assistsnce:

To support USAID's long-term objective of increasing economi: growth and
the various strategic objectiveszs, the Misaion issued a Food Assiatance
Development Strategy (FADS) in 1987 directed at contributing %o ihe
maintenance of short-term economic and socisl stability that is necessary to
make progress toward long-term development. The goals of the PAIS are
consistent with those found in the CDSS.

P.L. 480 food assistance and various sector strategies described earlier
are important resources to support these gosla, Specific food assistance
strategic (medium-term) objectives under the P.L. 480 Title I program will be
to: (a) provide short-term food security at the national level through the
importation of commodities for which there is insufficient domestic
production; (b) provide balance of payments support; (c¢) encourage and promote
positive changes in market development; (d) permit the GOK io implement policy
and investment decisions that will lead to economic growth and feod security;
(e) generate local currency through sales of P.L. 480 commoditiea, with such
currency to be used 1o invest in food, agriculture and related sectors (child
survival, etc.); and (f) provide short-term, targeted assistance when the
individual/community are a% risk (Title II).

Traditionally, project food aid (usually either P.L. 480 Title II or
Section 416 grant assistance) has been viewed as humanitarian aid to alleviate
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hunger and malnutrition. The Mission's FADS emphasizes the development impact
of project food aid, as well as the humanitarian aspect of such assistance.
Project food aid is viewed as a resource Lo be integrated with development
agssistance programs. During the Action Plan period, USAID will begin to
implement this strategy through a series of discrete economic and community
development activities expected to benefit approximately 200,000 to 250,000
people, of whom 40 to 50 percent will be women. Such project food aid
interventions must be well-targeted, and should guarantee a long-term
developmental impact without creating food dependencies or disincentives in
the local market structure.

2. Bconomic Stabilization and Structural Adjustment

USAID's Structural Adjustment Assistance Program (SAAP) is a major program
initiative designed to maintain economic stability and encourage long~-term
economic growth, & primary goal of the USAID program in Kenya. Through the
policy dimlogue it has engendered, the SAAP has also resulited in the
implementation of important structural reforms.

a. Background

From a macroeconomic perspective, the economic outlook appears to have
been shifting during the 1986-1987 period from a relatively favorable
situation to one which portends a worsening environment over the next three or
four years. Kenya's economy enjoyed a real GDP growth of 5.7 percent in 1986,
primarily driven by very favorable terms of trade: the current account deficit
was reduced to one percent of Gross Domestic Product (GDP), with an overall
balance of payments surplus. However, the favorable terms of trade proved to
be short-lived and increased government expenditures spurred by the balance of
payments windfall led to a larger budget deficit (8 percent of GDP in FY
1987). This was largely a result of transfers to the National Cereals and
Produce Board, greatly increased spending on education, and higher debt
service payments. In early 1987, the rapid money supply and domestic credit
growth of approximately 30 percent rekindled inflationary pressure in the
economy. Inflation is expected to rise to about 10 percent in 1988, The
agricultural sector recorded a good performance in 1986 and 1987, primarily as
a2 result of good weather conditions and an adjusitment program based on market
liberalization policies. However, notwithstending increases in tourism and
tea receipts, coffee prices fell in 1987, and Kenya's external terms of trade
are expected to deteriorate significantly because of that. The external
current account defieit is projected to widen to about five percent of GDP.

Kenya is working on major sitabilization programs with the IMF and the
World Bank., The USAID program and policy dialogue initiatives complement and
supplement many of these efforts and vice versa., USAID assistance to the GOK
overgll stabilization effort and to the programs of key ministries vital to
that effort is expected to continue to be an important element in Kenya's

economic growth.

In early FY 1988, the GOK requested assistance from the IMF. 4 220
million (SDR 175 million) stand-by/Structural Adjusiment Facility (SAF)
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program is now being concluded. The program will support stabilisation
policies and structural reforms. During the next 18 months, the budgetl
deficit is expected to be reduced from 8 to 4.2 percent of GDP. A tight
monetary and credit policy ie to be adopted to contain inflationary preasure
and to stabilize the balance of payments position. The growth o money supply
is to decline from 21 percent in June 1987 to 12 percent in Decenber 1987 and
to about 8 percent by June 1988. The growth of domeatic credit s %o decline
from 28 percent in June 1987 to 11 percent in June 1988,

b. Progress

Progreass to date in implementing industrial and itrade reforms has been
mixed. Import liberalization policies were interrupted under the previous
¥World Bank Structural Adjustment Programs. Implementation was resumed through
tariff reductions in 1984, 1986, and 1987.

The GOK has done an excellent job of maintaining a flexible exchange rate
regime. Since major devaluations in 1981/1982, the GOK has periodically
adjusted the exchange rate io avoid any sustained appreciation (or significant
over-valuation) of the real exchange rate. An inter-minisierial commitiee has
reviewed & number of issues related to the invesiment incentive structure, and
several important changes have taken place. For example, foreign investors
now have increased access to local sources of borrowing; the GOK has issued a
decree to establish e one-stop investment office; a limited amount of
manufacturing under bond has been initiated; and progreas has been made in the
establishment of a Capital Markets Development Authority.

Previous USAID Siructural Adjustment programs, together with the Private
Enterprise Development project, have contributed to the above-mentioned
changea. To some extent, the changes were introduced as a result of policy
dialogue wiih the GOK and/or because they were conditione precedent or
covenants in ESF or other USAID-GOK agreemenis.

c. Short-Term Objectives/Targets

The current SAAP contains Commodity Import Program, fertiliser impor:,
technical assistance and policy elements. The FY 1988 SAAP will again focus
on economic stabiligation policies, especially on budge: deficit reduction
through the programming of USAID local currency resources and on balance of
payments support through increased obligations for the private sector
commodity import program. The target level for the FY 1988 budget deficit
will be 4.2 percent of GDP. A limit on internal borrowing from the banking
system will alsc be used as one of the policy performance criteria. This
internal borrowing limit will be se! in accordance with agreements reached
between the GOK and the IMF. Unfortunately, this is likely to result in a
slowdown of new approvals and disbursements under the RPE releanding program.
The situstion will require careful monitoring.
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3. Participant Training

A new project, Training for Development, will be implemented during the
Action Plan period. Inatead of focusing upon specifie technical project needs
and gkills of the moment, the project concentrates on offering training
opportunities to strengthen Kenya's future leadership for national
development. USAID will attempt to identify for training promising,
well-motivated individuals who mlready hold positions of significant
responsibility in national development in both the private and public
sectors. Special enrichment programs will be provided to improve their
managerial capabilities and leadership skills, thereby broadening their
ability to provide important contributions to Kenya's development.

4. Asaistance to NGOs/PVOs

The increased use of both U.S. and Kenyan PVOs and NGOs in USAID programs
has been stressed since FY 1985 with the start of the PV0 Co-Financing
project. A newly redesigned multi-year PVQO project is expected to begin in
late ¥Y 1988. Under it, responsible NGOs and PVOs will use USAID resources to
carry out A broad range of activibties in agriculture, health, education,
income generation and other areas complementary to USAID and Kenyan
development priorities, In addition, USAID is collaborating with PV0s in
several health projects and in food aid programs {where one program is now
being operated by a PVO, Catholic Relief Services, and proposals are being
considered from two others, CARE and Food for the Hungry, International}. A
U.3., PV0, World Education, is implementing a major rural private enterprise
project under a cooperative agreement with USAID. To an extent consistent
with the current and proposed Mission portfolio and the capability and
interests of such groups, USAID plans to continue and expand collaboration
with PV0Os in the future.

5. Housing and Urban Development

USAID's strategy in this area concentrates on enhancing the role of the
private sector to provide shelter for lower income familiez., The Mission is
working to: (1) assist private finance institutions and developers build
shelier and provide long-term mortgage financing for lower inccome families in
rapidly growing urban areas; (2) help the GOK provide priority infrastructure
and community facilities in secondary towns to generate employment; and (3)
upgrade the planning and management capabllltles of publlc sector

“%

- a L1 - T faabn Ocabanw TawmSwmms U mwsadtand 011 srrangsements have heen



III., MISSIOR MANAGEMERT

A. Resource Management

l. Personnel And Pinancial Management

Since it is anticipated that U.S. Direct Hire personnel levels will remain
static during the next two to three years, USAID/Kenya plans to continue to
seek ways to increase the productivity of existing staff resocurces -- U.S.
Direct Hire, Foreign Service National {FSN) and Pereonal Service Coniract --
to meet the demands of new projects and activities, Several years ago, USAID
began to use FSNs (o manage projects in agriculture and private enterprise
development, with excellent reesulta. As other PSN staff are identified as
capable of assuming project manager duties, they tco will be assigned
responsibilities for projects or components thereof.

USAID has submitted an action response plan to address shortcomings,
particularly in the financial management area, that vere revealed in a recent
Mission Assessment and in a USAID Internal Controcl Assessment. Issuance of
specific Mission Orders and the assignment of a Controller to USAID/Kenys
during FY 1988 are expected %o further improve Mission program menagement.
The Mission has not had its own Controller, but has been providec comircller
support by the USAID/Regional Financial Management Center (RFMC).

2. Local Currency (LC) Management

The programming of local currency has been an integral part cf the
Mission's assistance sirategy since 1984, when b5 million under &n BSF
agreement was specifically designated for use in support of privete enterprise
activities. Under the FY 1985 ESF agreement, another £S5 million of LC was
programmed for use for private sector activities and a like amourt was
designated for use in population programs. WNo programming of LC took place
for the following iwo years because of the GOK's reluctance %o agree o uses
other than general budgetary support for the jointly programmed funds. The
impasse was broken in March 1987, when agreement was reached on the use of
approximetely $23 million in LC. Prior to the signing of the FY 1988 ESF or
Title I agreemenits, the GOK and the Mission will program the remaining
approximately B8O million in LC generated from all past ESF and Title I
programs.

It is expected that a portion of this LC will be programmed for general
budgetary support as part of the GOK's deficit reduction effort under the
soon-to-be approved IMF Standby Agreement, The remaining GOK counterpart
funds are expected to be programmed to support private enterprise activities
and to support USAID projects and ensure that those projects are fully
reflected in the GOK budget.

3, Women in Development (WID)

USAID/Kenys recently carried out an analysis of gender issues 0 examine
ideas, concerns and consiraints, and to propose stralegies for increasing
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women's participation in mainstream USAID development activities in Kenya.

The analysis will also be used in reviews of on-going projects and in the
structuring of future project and program design and review activities. The
study found that constraints to women's equitable participation in development
in Kenya derived from the nature of Kenyan society and institutions, as well
as from the wording in project documentation and design. Examples of the
constraints identified by the analysis included: a) failure to identify
target groups explicitly and lack of specifiecity in identifying beneficiaries;
b) non-availability of inputs and credit facilities; c) lack of appropriate
technology; d) inadequate recognition of diversity among rural households; e)
failure to recognize or address issues of gender role complementarity; and f)
lack of adequate education and training opportunities.

Recommendations for the incorporation of gender concerns and the greater
participation of women in Kenyan rural development include: (a) training of
Mission staff to WID issues; (b) an increase in the WID-qualified pool of
consultants available o the Mission; (c¢) diversification of insiitutioms that
deliver services, credit, inputs, marketing and employment opportunities,
particularly iun rural areas; (d) gender~specific target quotas; (e) a
reaffirmation and strengthening of the rural focus of USAID assgistance; and
(f) regular review of projects by qualified WID officers.

While progress has been made, USAID/Kenya is reviewing these and other
recommendations to improve the Mission's WID performance. There is general
agreement, for example, that further training of Miasion staff in WID-related
issues in Kenys is necessary, and a workshop is being scheduled for FY 1988.
In addition, Mission evaluation=s will be designed to give greater emphasis to
gender issues (see Section III.B).

4. Pipeline

On September 30, 1986, the USAID pipeline was nearly §128 million, and on
September 30, 1987, it had increased to more than PBi4l million. This increase
of about P13 million was primarily the result of 535 million in FY 1987
obligations. If FY 1987 obligations are discounted, the pipeline decreased by
more than $21 million during the ore-year period.

The relatively high disbursements recorded in ¥Y 1987 under the Commodity
Import Program, which previously had a slow disbursement rate, are primarily
responsible for what USAID/Kenya views as a downward trend in the pipeline.
Initial disbursemenis were almo recorded during FY 1987 for the loan component
of the Rural Private Enterprise (RPE) project, after the major issue of the
modalities for channeling the funds was resolved in negotiations with the
GOK. To date, over P4 million in loans have been approved under the RPE
project, disbursementis are expected to proceed much more rapidly than in the
past, though only Bl million had been disbursed by September 30, 1987.

The pipeline is projected to decrease to about 125 million by September
30, 1988, despite projected obligations of F40 million in FY 1988, The
optimistic view for disbursements in FY 1988 is based on the expectation that
disbursements under Structural Adjustment Program, for both the C.I.P. &nd
fertilizer imports will move gquickly, with monthly disbursements of about Bl.5
million.
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5. New Initiatives

FY 1989 -- Rural Marketing Development Program

This program will help to overcome selected current conatraints to the
development of more efficient agricultural markets and rural-urban linkages in
Kenya by providing assistance in three areas. They are: (1) by supporting
pelicy changes and reform measures that relate to the marketing of
agricultural commodities (this would be done at both the macro and micro
levels); (2) by belping to finance the construction and development of
critical infrastructure in selected marketing centers, including rural roads,
marketplaces, telecommunications facilities, storage facilities, etc.; and (2)
by assisting institutions and information systems that support both these
areas, including the upgrading of agricultural price information systems, crop
forecasting syatems, agribusinesses, municipal revenue collection systems,
utilities and related public services, etc. The program will support both
public and private sector initiatives aimed at stimulating new investmen! in

rural market centers.

FY 1990 -— National Agricultural Research, Phase II

This proposed project represents a second phase of the Naticaal
Agriculture project (615-0229) which begen in FY 1986 and was intended to be a
ten-year effort. 1ts purpose is to assiat in the development of a
well-managed national agricultural research system in Kenya capa:le of
providing the farm sector with appropriate technologies to enable increased
productivity on a continuing basis. The initial authorization was limited to
a four-year phase because of budget considerations in FY 1986; Phase II will
cover the final six years of the project. The project is essentially an
institution building effort which will: (a) strengthen managemen: and planning
within the national system; (b) provide support to the execution of nationally
coordinated programs of research for maize, sorghum and millet; (c) improve
the educational level and technical skills of researchers and technical staff;
and (d) establish a research fund which will serve as a catalyst to link the
public sector research aystem tc the talent and expertise found :n the Kenyan
private sector and academic communities.

FY 1991 -- Private Enterprise Development !PED! II:

This project represents the second phase of the PED project (615-0238),
vhich began in FY 1987. Phase II is expected to focus on some or all of the
following activitiea: (1) development of a commercial bank lending program
for small qnirepreneurs; (2) mid-level training for Kenyan business mapagers;
(3) additional institutional support for the Investment Promotion Center
(IPC); (4) support for additional technical assistance under the International
Executive Services Corps Program (IBESC); (5) assistance to the Kenya Chamber
of Commerce; and (6) provision of a commercial line of credit through the
banking aystem for export finance.
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B. Trackigglgnd Performance Evaluation

As reported in Nairobi 08558 (March 9, 1987), subject: Impact Asseesment
and Evaluation Plan, USAID has revieed its evaluation plans. In addition to
standard monitoring &nd evaluation of project inputs and outputs, the plan
gives increased emphasis to assessments and surveys to help determine the
impact of USAID assistance in Kenya. The intent of this modification is to
identify the progress of USAID's goals over the longer term at the sectoral
and subsectoral levels rather than solely evaluating individual project
results.

The agricultural policy formulation asssesement conducted in FY 1987 is an
example of this type of program impact asseassment. This assessment analyzed
USAID's efforts to influence policy decisions that have a direct impact on the
agricultural sector's growth objective which, in turn, is directly linked to
the long-term objective of increasing the rate of economic growth in Kenya.

In FY 1988, the Mission will conduct a&n impact evaluation of recent policy
changes on the distribution and uae of fertilizer.

A similer type of assessment begun in FY 1987 is evaluating participant
training program effectiveness over the past 20 years, including the impact of
such iraining on national development programs in Kenya. This is a
collaborative effort among USAID, PPC/CDIE and the University of Nairobi.
While not directly linked to USAID specific long-term or medium-term
objectives, participant training does, of course, have an appreciable impact
on the ultimate result of &1l USAID assistance in Kenysa.

In the population area, an impact assessment of changes in fertility and
contraceptive use will be carried out in FY 1988. 1In addition, the Private
Sector Family Planning project will be evaluzted tc assess progress and
sustainability of the thirty-plus sub-projects carried out by various
comnmercial firma.

No major private sector program assessment is planned until FY 1980
because the major components have long implementation phases before results or
"lessons learned” can be fruitfully evaluated. In the interim, the normal
project implementation review system and mid-term evalustions of apecific
project components will be used to measure progress toward program objectives
and targets.

Finally, concurrent with the design of a& follow-on ESF program, the
performance of the current CIP will be evaluated, in keeping with CIP tracking
requirements.

C. Donor foordination and Collaboration

Overall, USAID's objectives and those of other major donors in Kenya are

compatible and there is generally good coordination between the Miasion and
the other major donors. There are literally hundreds of examples. The
following paragraphs describe only a few of them.

USAID ie clearly the lead donor in private sector development, for
example, but other donors are beginning to support such efforts. The Canadian
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International Development Agency {CIDA) is currently discussing the
possibility of providing funds through the refinancing mechanis= established
under the RPE project. USAID is alsc collaborating with the German aid
organization in developing a proposal to finance a private financial
institution, the Development Finance Company of Kenya (DPCK), with local
currency assistance. On the policy side, there is copsiderable regular
coordination with the World Bank in such areas as private sector development,
population, health financing and agricultural research.

Approximately 13 donors are actively involved and collaborating in the
agricultural research sub-sector. USAID and the World Bank are the primary
organizations working with the GOK to develop and implement a Kational
Agricultural Research Program (NARP), which was instituted by the GOK in
1986. All donors are working tovard the objectives promoted under the NARP,
with each donor taking a "slice” of the GOK's program and assisting to develop
that element in accordance with the donor's comparative advantage.

In the fertiliger sub-sector, all nine donors engaged in financing imports
agree on the objectives, i.e. to increape fertilizer use and dis:ribution, but
there is some disagreement over the distribution medium. All USAID-financed
fertilizer is allocated to private sector firms as we feel this s essential
to expanded use and wider distribution of this input. {f the nine donors,
only three, Denmark, Sweden and Norway, disagree with USAID on the means.
Their fertilisger is diatributed through the GOK's agent, the Kenyan Grain
Growers Cooperative Union (KGGCU). Although the three Nordic countries
disagree with USAID on the involvement of the private sector, they are
actively supporting other structural reforms in the fertilizer sector such as
& relaxation of GOK control over import allocations and pricing, better
coordination of donor and commercial imports, and improved monitoring and
analysis capability by Ministry of Agriculture planners.

In the population sector, there is strong compatibility in objectives
among those donors providing assistance. There are frequent coordination
meetings among the major donors chaired by the United Nations Pund for
Population Activities (UNFPA) Representative. None of USAID's strategic
objectives are in conflict with other donor policies or methodologies.

D. Special Issues

Gray Amendment:

USAID/Kenya provided only limited funding to Gray Amendment entities
during FY 1987, including $45,000 for project design activities and $85,000
for project implementation activities. During FY 1988, approximstely $2
million will be committed to a Gray Amendment firm for the implementation of
the Training for Development project. During FY 1989, an additicnal $3.5
million will be available for that contract.
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USAID/Kenya

PROGRESS TOWARD MEETINGC STRATEGIC OBJECTIVES DURING ACTION FLAN PERIOD FY 85-87

Strategic Objective: Increasing per capita food production

Action Area
1. Policy Change

a. Fertilizer Marketing

b. Grain Marketing

2. Basic Food Research

3. On-farm grain storage

4. Technical management
and financiel expertise

Annex A - Page 1

Progress

Fertilizer diatributed by 35 private sector
firms; previously one GOK cooperative

Farmers pay less because fertilizer prices are
novw based on a benchmark international price
Repackeging of fertilizer intc smaller units
has made it more affordable to small farmers
The number of private sector firms allowed to
import fertilizer increased from 13 to 44

GOK committed to restructuring tre role of the
perastatal marketing body, Matioral Cereals and
Produce Board (NCFB)

GOK agreed that sl1l commercially imported
wheat, not just Title I wheat, will be sold teo
private millers

Kenya Agriculture Research Institute
established to coordinate all agriculture
research

Agricultural research priorities estatlished to
provide continuity and consistency

Duplication in research greatly reduced; nusber
of major research stations reduced from over 40
to 15

Greater emphasis on quality rather than
quantity irn the research effort

1987 evaluation of 30 farms showei that
improved storage management practices reduced
spoilage by 10 percent

Over 950 agricultural extenmsion officers (40
per cent women) trained in new storage
techniques; now teaching these improved
technologies to farmmers

Long-term ipnstitutional relatiomsiip
established between Egerton University and the
University of Illinois

Seventeen Egerton faculty now in <he U.S, for
training in professional and administrative
8kills development; 30 percent of students and
15 percent of facility are women

Five public and private sector organizatiors
identified for specialized training
Significant progress made in implementing
"district focus for rural development™ concept,
on budget raticnalization, and on improvemerts
of institutional cspaecity in central ministries
and at district level



USAID/Kenya

PROGRESS TOWARD MEETING STRATEGIC OBJECTIVES DURING ACTION PLAN PERICD FY 85-87

Strategic Objective: Increasing the role and efficiency of private enterprise
in economic growth

Aétion Area Progress

1. Improving the policy 0
climate to expand
incentives for private o
businesses

2. Developing a more o
effective business
support system

Increased public support from GOK officials
for private sector initiaetives

Favorable macroeconomic policies maintained:
positive real interest rate, realistic exchange
rates, and low inflation

Small steps in parastatal divestiture begun:
between 20 - 40 percent of shares in both
National Bank of Kenya and Kenya Commercial
Bank to be szold to the public in 1987

$24 million in medium-term financing committed
to rural enterprises through commercial

banking system,of which more than $4 million in
individual loans approved by participating banks
Central bank refinancing facility for rural
lending established in 1986, giving the
commercial banking system a facility to convert
long-term obligations into short-term paper to
solve liquidity problens

Counterpart funds programmed for private sector
housing program and for informal sector and
small loan guarantee programs.
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USAID/Kenya

PROGRESS TOWARD MEETIKG STRATEGIC OBJECTIVES DURING ACTION PLAN PERICD FY 85-87

Strategic Objective:

Action Area

1. Contraceptives

2. Policy

3. Training in FP

4. VSC Program

Reducing population growth rate

Progress

o)

Based on recent service statistics, current
contraceptive prevalence rate esatimated to be
18 - 20 percent of eligible couples

National community-based family planning
program now being implemented under the
direction of the National Council on Population
and Development

High-level support for family planning
reflected in public statemenie by the President
and other officials; positive environment
created for program expansion

More than 700 nurses and clinical officers (95
per cent of them women) received family
planning training since beginning of 1986;
correaponding increase in availability of
services through MOH facilities

32 new voluntary surgical contraception service
sites established; estimated 13,500 VSC clients

served
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USAID/Kenys

STRATEGIC OBJECTIVES, TARGETS AND BENCHMARKS, FY 1389-91

Strategic Objective: Increasing per capita food production

Strategy:

- Support analysis and development of improved policies and infrasiructure for
increasing the efficiency of rural markets

== Improve gquality and availability of basic food researzh and its
dissemination

-- Improve itechnical management and financial capabilities of people in sub-

systems (public and private) that deal significantly wilh the agricultural

sector

Targets Benchmarks

1.

2-

3.

Improved efficiemcy o NCPB's role restructured to buyer and seller of last
of rural marketing resort and its formal market share for maisze
systems reduced to maximum of 70 percen: by 1990
o Food for Progress/Title I1II program esiablished in
1988 to support further liberalization of grainm
marketing
0 GOK's role in fertiliger sector further reduced by
eliminating import allocations and pricing authority
for all but the major fertilize-r types and by
allowing donor fertilizer to be directly imported by
the private sector by the end of 1989
0 Rural Marketing Development Program estatlished with
4-5 market regions identified for program investments

Improved quality of o A national agricultural research sirategy developed
agricultural research by KARI to rationalize and prioritize resources on
management the basis of market demand and >roject food security
requirements
¢ PFinancial and adminisirative systems In place at KARI
0o Technical research programs for maige and
sorghum/millet operational in 12 research station
locations
o0 Research Fund supporting a minimum of 10 privatle
and/or university research activities

Improved training o Egerton University -- Twenty instruciors enter, or
and institutional return to Egerton from, U.S5. graduate degree programs;

development activities curricula in six selected key depariments
substantially improved or newly initiated; and formal

manpower study carried out on role of Bgerton
graduates in the economic development of Kenya

¢ Agribusinesa development-- financial, marketing and
management assistance under the Agricultlural
Mansgement Project received by 24 agribusiness firms

¢ KARI--USAID-supported degree an¢ in-couniry training
programs directly linked to KARI's long-ierm manpower
development program

¢ Ministry of Planning and Nationzl Development--
district-based planning sysiem linked to
national-level resource allocation; micro-computer
technology thoroughly incorporated in the national
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USAID/Kenya

Strategic Objective:

STRATEGIC OBJECTIVES, TARGETS AND BENCHMARKS, FY 1985-91

Strategy:

economic growth

Increasing the role and efficiency of private enterprise in

Promote growth among Kenya's private, for-profit businesses by:

-- Improving the policy climate that affecte private business
~- Developing a more effective business support system

Targets

1.

2.

Provide lines of credit to enable

two venture capital firms to gain

access to convertible debt
financing to support new equity
investments

Provide management and technical
assistance to private businesses

Strengthen PVOs which provide
small enterprises assistance to
the informal sector

Finance policy studies on the
enabling environment in sreas
such as capital market develop-
ment, investment climate, price
controls and rural industrisli-
zation

Sponsor seminars related to &
wide range of private sector
issues

Provide technical training,
business management skills, and
small loans to micro-enterprises
and infermal sector entrepreneurs

Provide loan assistance to medium-~

gized firms

0

Benchmarks

Two venture capital firms will invest
equity of approximetely $2.5 million and
utilize USAID's line of credit for an
amount of approximately $3.2 million to
15-20 firms

Over 850 businesses will be provided
management and technical asaistance
through three USAID-funded organizations

20 PV0s assisted through grants, loan
credit programs, and technical assistance

10 policy studies completed by two
USAID-funded policy institutions

15 seminars conducted over nexit two years
by three organizations funded under the
Private Enterprise Development project

Support received by about 400 micro-
enterprises and enterprise groups under

a grant from the Rural Private Enterprise
project

Approximately 523 million in loans
disbursed to 25-33 Kenyan firms
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USAID/Kenya

Strategic Objective:

STRATEGIC OBJECTIVES, TARGETS AND BENCHMARKS, FY 1980-91

Reducing the population growth rate

Encourage deferral of first birthe, spacing of births during the middle

child-bearing years, and completlion of fertility at an earlier age by

-~ Information, education and communications about fertility and

~- Community-based and market-based distribution of contraceptives, and
== Clinical services through government, private practitioners and NGOs

Strategy:
expanding:
family planning
Targets
1. Expand clinic-based services

through training and develop-
ment of Ministry of Health
RGO clinic personnel

Increase access to voluntary
surgical contraceptive
through provision of &reining
equipment, and supplies to
MOH, KGC and private clinies

Expand the family planning
service delivery system through
community-based and social
marketing programs

Expand and extend services
provided under the Family
Planning Private Sector
project (FPPS)

Strengthen the logistics system
and provide contraceptive
supplies

Reduce the portion of births
occurring (a} at intervals of
of less than 2 years, (b) to
women under age 19 or over 35,
and (c) to women who have 4 or
more children

Benchmarks

(¢]

Portion of the populaticn with acceas io
clinic-based family plarning services
will increase from 40 percent to

60 percent

Number of sites where VS{ services are
routinely available will increase froa

32 to 55

Prevalence of contracepiive use will
increase from 18 percent %o 23 percent
Portion of the population with access to
community-based services will increase
from 10-12 percent to 18-20 percent

The number of FPPS service delivery
points will increase froa 120 to 150

Computerized contraceptive system will be
operational in the Ninistry of Health

Reduction in the portion of births
occurring at intervals of less than 24
ponths from 35 percent to 30 percent
Reduction in portion of births occcurring
to women under age 19 or over 35 from

26 percent to 22 percent

Reduction in the portion of births of
parity four or more from 50 to 40 percent
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