
UNITED STATES OF AMERICA 
AGENCY FOR INTERNATIONAL DEVELOPMENT 

U.S.A.I.D. MISSION TO KENYA
 
OFFICE OF THE DIRECTOR
 

US AID MISSION TO KENYA 

BOX 202 
APO NEW YORK. NEW YORK 09675 

August 23, 1991
 

Mr. Jonathan Campaigne
 
Managing Director
 
Council for International Development
 
P.O. Box 34980
 
Nairobi
 

Subject: Grant No. 615-0236-G-00-1062
 

Dear Mr. Campaigne:
 

Pursuant to the authority contained in the Foreign Assistance
 
Act of 1961, as amended, the Agency for International
 
Development (hereinafter referred to as "A.I.D." or "Grantor")
 
hereby grants to the Council for International Development
 
(hereinafter referred to as "Grantee") the sum of $334,000 to
 
provide support for a project that will strengthen the
 
institutional capability of Promotion of Rural Initiative and
 
Development Enterprises (PRIDE), a Kenyan PVO, and to assist
 
PRIDE to replicate the Baringo extension and credit banking
 
model by opening a branch at Nyahururu, as described in the
 
detailed Program Description in Attachment 2.
 

This grant is effective and obligation is made as of the date
 
of this letter and shall apply to commitments made by the
 
Grantee in furtherance of program objectives during the period
 
beginning with the effective date and ending on the estimated
 
completion date of August 31, 1993.
 

This grant is made to the Grantee on condition that funds will
 
be administered in accordance with terms and conditions as set
 
forth in Attachment 1, entitled the "Schedule", Attachment 2,
 
entitled "Program Description", and Attachment 3, entitled
 
"Standard -Provisions", which have been agreed to by your 
organizat zn.
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Please sign the original and four (4) copies of this letter to
 
acknowledge your receipt of the grant, and return the original

and three (3) copies of the entire document to the Office of
 
Projects, USAID/Kenya, P.O. Box 30261, Union Towers, Nairobi,
 
Kenya.
 

Sincerely,
 

John R. Westley
 
Grant Officer
 

Attachments:
 

1. Schedule
 
2. Program Description
3•-St dar-rov!i~on-s-

Acknowledge:
 
Council fonanernatonal Develo ent 
By: _ _ _ _ _ _ _ _ _ 

Typed Name: JONATHAN F. CAMPAIGNE
 

Title: Managing Director 

Date: L -

FISCAL DATA 

Appropriation : 72-111/21014 

Budget Plan Code : GSSI-91-21615-KGI3 

PIO/T No. : 615-0236-3-10123 

Project No. : 615-0236 

Total Estimated Amount : $334,000 

Total Obligated Amount $334,000 

/ 



Council for International Development
 
Grant
 
Grant No: 615-0236-G-00-1062
 
Dated: August 23, 1991 

ATTACHMENT 1 

SCHEDULE
 

A. Purpose of Grant
 

The purpose of this Grant to the Council for International
 
Development (CID) is to provide support for the
 
institutional strengthening of a Kenyan PVO, the Promotion
 
of Rural Initiatives and Development Enterprises Ltd.
 
(PRIDE) and to assist PRIDE in replicating the Baringo
 
extension and credit banking model by opening a new branch
 
in Nyahururu to benefit 1,500 new enterpreneurs, as more
 
specifically described in Attachment 2 to this Grant
 
entitled "Program Description".
 

B. Period of Grant
 

The effective date of this Grant is the date of signature
 
of the Grant. The estimated expiration date of this Grant
 
is August 31, 1993.
 

C. Amount of Grant and Payment
 

1. 	 A.I.D. hereby obligates the amount of $334,000 for
 
purposes of this Grant.
 

2. 	 Payment shall be made to the Grantee in accordance
 
with procedures set forth in Attachment 3 - Optional
 
Standard Provisions Clause No. 1, entitled "Letter of
 
Credit".
 

D. Financial Plan
 

The budget for this Grant is set forth in Annex 1 to this
 
attachment. Revisions to this plan shall be made in
 
accordance with the standard provision of this Grant,
 
entitled "Revision of Grant Budget". The Grantee is fully
 
responsible for financial management and accountability for
 
utilization of Grant funds.
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E. Indirect Cost Rate
 

Payment on account of allowable indirect costs shall be
 
made on the basis of the following provisional rate(s) not
 
to exceed the percentage included and applied to the
 
base(s) which are set forth below. The procedures

governing the applicability of the rate(s) are set forth in
 
Clause No. 13 entitled "Negotiated Indirect Cost Rates -

Provisional" of the Optional Standard Provisions of this
 
Grant.
 

Type of Rate Rate Period 	 Base
 

Provisional 19.80% From 1-1-89 	 Total Direct Costs
 
Overhead Until Amended 	Excluding Donated
 

Food Items (Title
 
II, PL-480 etc.),

major construction
 
costs, major
 
procurement items and
 
major subcontracts.
 

F. REPORTING AND EVALUATION
 

During the life of the Grant, the Grantee will submit to
 
USAID/Kenya, Office of Projects, the folT-wing reports:
 

1. Technical Reporting
 

On a quarterly basis, a - - wil. be submit )n 
project progress and on p. ns encountered to ite 
in achievement of Grant ob3 , %,es. The quarterly 
report will include a genera. ssment of r'r-res 
and problems to date; a brief is report on ch oi 
the sub-projects and the indicat- ,f outputs 
achieved to date; a brief summary o± actions piarne,
for the next period; a description of all goods a;. 
services which have been provided (including a ount 
and source and origin) whose source and origz are not
 
Kenya or the United States; and a table showing all
 
personnel directly financed under this Grant. These
 
reports will contain both quantit -_ve and qualitative
 
information to the extent possible. The first such
 
report will cover the period ending November 30,
 
1991. Each such report is due 30 days following the
 
end of the reportig period and will be submitted in
 
three (3) copies.
 

.4,
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2. Financial ReportinQ
 

Financial reporting by Grantee will be in accordance
 
with the procedures set forth in Attachment 3 -

Optional Standard Provisions Clause No. 1, entitled
 
"Letter of Credit". All financial reports required
 
under that Clause shall be submitted to FM/CMP/LC,
 
Room 700, SA-2, Washington, D.C. 20523-0209, with
 
copies sent to the Office of Projects, USAID/Kenya,
 
Unit 64102, APO AE 09831-4102.
 

The Grantee agrees to consult with the Office of
 
Projects concerning further details for submitting
 
financial reports and estimates.
 

3. Final Report
 

A final progress and financial report is required
 
which will include a comprehensive review and
 
discussion of project activities and achievements.
 
This report will be due 30 days after the estimated
 
expiration date of the Grant.
 

4. Evaluation
 

An end-of-project evaluation will be conducted by an
 
external evaluator in the 8th quarter of the project,
 
with an in-house review to be conducted by CID during
 
the 4th Quarter. However, during the life of the
 
Project, USAID's PVO Co-Financing Project team will
 
visit the project site to review the progress and
 
accomplishments of the project. Two months prior to
 
conducting the end-of-project evaluation, a scope of
 
work will be provided by Grantee to USAID/Kenya for
 
review and comments. USAID reserves the right to
 
participate in this evaluation. The Grantee will
 
submit three (3) copies of the evaluation report to
 
USAID within 30 days of report completion.
 

G. Authorized Source and Origin for Goods and Services
 

Goods and services financed by A.I.D. under this Grant
 
shall have their source and origin in cotntries contained
 
in A.I.D. Geographic Code 935 in accordance with the order
 
of preference rules specified in section (b) (1) of the
 
Standard Provision of this Grant entitled, "Eligibility
 
Rules for Goods and Services". (See Annex 2 to this
 
Attachment for details on countries covered in A.I.D.
 
Geographic Codes).
 

(
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H. Title to Property
 

Title to all property financed under this grant shall vest
 
in the Grantee in accordance with the provisions set forth
 
in Attachment 3 - Optional Standard Provisions Clause
 
No. 20, entitled "Title to and use of Property (Grantee
 
Title)".
 

5519G
 



Council for International Development
 
Grant No: 615-0236-G-00-1062
 
Dated: August 23, 1991
 

Annex 1 to Attachment 1 

Estimated Grant Budget 
(U.S. $) 

From August, 23 1991 to August 31, 1993 

Budget Element USAID CID/PRIDE Total 

1. Personnel 183,115 56,122 239,237 

2. Direct Program Support 41,871 43,245 85,116 

3. Equipment/Commodities 33,316 3,430 36,746 

4. Travel and Transport 12,678 3,780 16,458 

5. Training 9,324 0 9,324 

6. Evaluation 4,000 0 4,000 

7. Indirect Costs(19.8%) 49,696 20,423 70,119 

8. Loan Insurance Funds 0 39,000 39,000 

Total Grant 334,000 166,000 500,000 

Conversion rate for Kenya Shillings: Kshs.28.00= US$ 1.00 

5541G 



CID Grant
 

Grant No. 615-0236-G-00-1062
 

Dated: August 23, 1991
 

Annex 2 to Attachment 1 

RELEVANT A.I.D. GEOGRAPHIC CODES 

000 	 UNITED STATES 

899 	 FREE WORLD
 

Any area or country in the Free World* excluding the cooperating country
itself. 

935 	 SPECIAL FREE WORLD
 

Any area or country 
 in the 	 Free World*, including the cooperating
country itself.
 

941 SELECTED FREE WORLD
 

Any independent country 
 in the Free World*, excluding the cooperating 
country itself and the following: 

Europe 
 Other
 

Andorra Luxembourg 
 Angola 	 Mozambi queAustria 
 Mal ta Austraia 
 New Zealand
Belgium 	 M.onaco Bahamas QatarDenmark 
 Netherlands 
 Bahrain Saud Arab"a
 
Finla.d 
 Norway Cana 	 a SingaporeFrance PortugalGermany, Federal San Marino 	 China, Republic South Africaof (Taiian) United Arab,Republic of Spain 
 Cyprus 	 Emirates(including West Sweden Gabon

Berlin) 	 Switzerland 
 Greece
Ireland 
 United Kingdom Hong Kong


Italy Vatican City 
 Iraq

Iceland Yugoslavia 	 J apan
Liechtenstein Kuwait 

*"Free 	World" excludes the following areas or countries: 

Afghanistan, Albania, Bulgaria, Cambodia, Cuba, 	 Czechoslovakia, Estonia, GermanDemocratic Republic, Hungary, Iran, 	 Laos, Latvia, Libya, Lithuania, Mongolia, NorthKorea, People's Democratic Republic of Yemen (South 	 Yemen or Aden), People'sRepublic of China, Poland, Romania, Syria, Union 	of Soviet Socialist Republics,
Viet 	Nam.
 



Attachment 2
 

COUNCIL FOR INTERNATIONAL DEVELOPMENT (CID)
 

PROGRAM DESCRIPTION
 

Introduction
 

The purpose of CID's two year project is to strengthen the
 
institutional capability of Promotion of Rural Initiatives and
 
Development Enterprises Ltd. (PRIDE) as a financial intermediary.
 
This will be achieved through two major activities:
 

(a) 	Institutional strengthening of PRIDE to eventually
 
make it a viable self-sustaining organization.
 

(a) Replicating the Baringo Credit and banking model by
 
opening a new branch at Nyahururu, to assist a new
 
clientele of 1,500 small- and micro-entrepreneurs.
 

THE PROJECT
 

CID is a U.S. PVO whose work is geared primarily towards
 
creating and strengthening local institutions which support the
 
development of the private sector. It was registered in Kenya
 
in 1984. In 1987, it committed itself to the development of a
 
micro-enterprise lending program that would be flexible enough
 
to service all sectors of small business. CID also believes
 
that the program should be flexible enough to encourage small
 
businesses to develop the necessary credit references to
 
eventually graduate into the formal banking sector.
 

In 1989, CID sponsored the formation of PRIDE whose purpose is
 
to foster and develop private enterprises and innovative,
 
sustainable credit mechanisms. CID's plans are for PRIDE to
 
eventually become a viable self-sustaining local institution
 
which would carry out long-term development in credit and small
 
enterprise development. It operates under a five year
 
management agreement which stipulates that CID will manage the
 
business of PRIDE while institutionalizing PRIDE as a
 
self-sustaining, Kenyan-managed entity.
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Since its formation, PRIDE has established a branch at South
 
Baringo at Eldama Ravine, using a credit model adopted from the
 
Grameen Bank Approach. The model is based on the formation of
 
MECs (Market Enterprise Committees) consisting of ten (10)
 
Enterprise Groups (EGs), of five members. Prior to loan
 
application, MEC members meet weekly for eight weeks, during
 
which they contribute Ksh.50 (fifty) weekly to a Loan Insurance
 
Fund (LIF) and receive basic instructions on credit program
 
policies and regulations. The LIF is intended to cover any loan
 
defaults.
 

Each MEC elects an executive committee which is responsible for
 
reviewing loan applications, collecting loan repayments and
 
contributions to the LIF, as well as providing leadership and
 
discipline to the group. Approval of loan applications is made
 
by the Executive Committee in consultation with PRIDE's credit
 
Officer. Loan applications are staggered so that the
 
disbursement of consecutive loans is dependent upon timely
 
repayments by those who have received the earliest loans.
 
However, all members of the MECs receive their first loans after
 
a six weeks period.
 

Loans are made at 14.4% simple interest. Clients meet and repay
 
their loans on weekly basis. The weekly meetings provide an
 
ideal low-cost means of providing business and financial
 
services to the clients once they have been trained on PRIDE's
 
credit methodology.
 

In addition to repaying their loans with interest, clients pay a
 
membership fee of Ksh.100 ($4) to join the MEC and also
 
contribute Ksh.5 per week to the compulsory savings and Loan
 
Insurance Fund. The bulk of the funds are used for the
 
re-lending to clients and members who wish to withdraw from the
 
program after one year receive a complete refund of their entire
 
LIF plus accumulated interest (currently at 10%)
 

By April 1991, there were 1,350 entrepreneurs organized into 27
 
MECs of 50 members each. The average loan made by PRIDE was
 
$258, and the breakdown is as follows:
 

73% (1182)<$300
 
24% (383) between $300 and $500
 
3% (52)>$5000
 

Loan repayment, in CID's opinion has been 100% successful.
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Pride has made provisions to mainstream larger clients into the
 
formal banking sector when they have proven their credit
 
worthiness. Based on the Baringo experience, it is CID's
 
opinion that rural, small scale-entrepreneurs are bankable, and
 
while exercising credit discipline, can result in a 100% loan
 
recovery rate. The proposed two year project will replicate the
 
Baringo credit program at Nyahururu, to benefit another 1,500
 
small-scale entrepreneurs.
 

In order to strengthen PRIDE to eventually become a viable
 
Kenyan-managed, self-sustaining institution which would carry
 
out long-term development in credit and small-enterprise
 
program, the proposed project will carry out specific activities
 
aimed at strengthening the institutional capability of PRIDE.
 
This will involve strengthening PRIDE's Board, hiring and
 
training key staff (especially the General Manager and Trainer)
 
and computerization of PRIDE's operations.
 

END OF PROJECTS STATUS
 

By the end of the project, success will be measured against the
 
following targets:
 

1,500 clients receiving loans
 

1,500 clients trained in PRIDE's procedures and
 
policies
 

15% of clients graduate to KSh.15,000 loan level
 

Survey completed on credit impact on clients
 

1,000 bank accounts opened with commercial banks by
 
clients
 

PRIDE's branch procedures and MIS functioning at the
 
new Nyahururu Branch
 

Computerization at branch level and branch staff
 
trained in computer operations
 

6 branch staff in place at Nyahururu branch who are
 
trained in branch operations, credit policies and
 
procedures
 

General Manager and Trainer in place at the
 
Headquarters
 

PRIDE's board expanded and strengthened by the
 
recruitment of two new members and holding four
 
retreats
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Training of all PRIDE's senior staff in program
 
management, financial management, monitoring and
 
evaluation
 

improved manuals prepared for operations, procedures
 

accounting and MIS
 

FUNDING
 

,This grant will be for a two-year period. The total project
 
cost is estimated at $500,000 with USAID's contribution
 
estimated at $334,000. USAID financing will cover local costs
 
including personnel, commodities and equipment, training, other
 
direct operating expenses and indirect cost.
 

CID and PRIDE will provide counterpart contributions totalling
 
$166,000 in cash or in-kind resources which will be used to
 
finance a portion of the personnel cost, commodities and
 
equipment, other direct operating expenses and the credit fund.
 
This contribution represents 33% of the total project cost.
 

NOTE: 	 A more complete project description is
 
contained in the project proposal, available
 
in the Office of Projects, USAID/Kenya.
 
However, if any provisions of the grant
 
document conflict with those in the final
 
proposal (with revisions, if any), the grant
 
provisions govern.
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