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Evaluation of the Kenya Commercial Bank (KCB)
 
Informal Sector "Jua Rali" Loan Proyram 

I. EXECUTIVE SUMMARY
 

A. INTRODUCTION AND PURPOSE OF PROJECT
 

The informal sector in Kenya has been receiving increasing
 
attentidn in recent years from the GOK, non-governmental
 
organizations, and donors alike. Not only is it seen to
 
provide employment opportunities at an extremely low level of 
investment per job, but it is also an excellent breeding ground
 
for indigenous entrepreneurs. -Informal sector activities have
 
demonstrated considerable potential for employment creation
 
because of their labor intensity and, consequently, the
 

development of this sector in Kenya is playing an .increasingly 
important role in absorbing a gro-w-ing p-oportion of the labor 
force.
 

Parallel to this development however, is the growing
 
belief that the informal sector will be unable to sustain pqst 
Performance unless assistance is provided to overcome
 
cbnstraints imposed on it and to improve the operation of its 
enterprises. The principal constraints currently facing 
informal sector entrepreneurs are lack of financial and 
physical capital combined with poor access to credit (see the 
ILO publication, "Informal Sector Employment in Kenya"). Most 
of these entreprenuers have little or no security and, 
therefore, cannot be considered for loans by formal financial 
institutions. Consequently; they eiLher can not borrow the 
money they need to improve, their businesses or they must rely 
on informal sources of credit which are usually accompanied by
 

-prohibitive interest rates ranging to more than 100%/month.
 

Although several government and non-governme.nt 
organizations in Kenya are now beginning to assist the informal 
'sector with their own credit programs, their early results have 
been generally disappointing. Default rates have often been 
very 	high and administrative costs exorbitant. 

These conditions provided the basis for the design of this 
pilot project: to develop a loan program within a formal
 
financial institution which would target the informal sector
 
without jeopardizing the financing institution's profits. The
 
purpose of the Jua Kali Loan Program at Kenya Commercial Bank
 
is fourfold:
 

1) 	 to'assist in the expansion and growth of inf.o-rmal 
sector enterprises through loans to individual 
entrepreneurs;
 

http:non-governme.nt
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2) 	 to support the initiation of new jua kali enterprises
 

by Kenyans in fields relevant to their abilities and
 
experience;
 

3) 	 to train informal sector entrepreneurs in the skills 

necessary to become successfully run and expand their 
Operations; and 

4) 	 to test the feasibility of proividing credit and
 
training to jua kali entrepreneurs through the-formal
 
Commercial banking system.
 

B. USAID ASSISTANCE
 

In December 1986, an agreement was signed b-tWeen the Kenya
 

Commercial Bank, Limited (KCB) and the Government of Kenya, as
 
to place Kshs. 5.0
represented by the Ministry of Finance, 

million in local- currency funds. generated-by USAID progr.am 
assistance into a Jua Kali Accourt. Kshs. 2.5 million was to 

be used. as a 98% guarantee of the loans provided to informal. 
sector entrepreneurs, and the remaining 2,5 million was to
 

cover the costs of implementing and. administering the program.
 
This included entrepreneur selection and training, extension
 
and advisory services, and loan supervis~ion.
 

The project was designed to test the hypothesis that 
commercial banks canbe used effectively to provide credit. to 
informfal sector entrepreneurs without collateral, provided 
there are some. incentives in the form of loan guarantees and 

support of administrative 'costs to ensure a no loss situation 
..for 	t.he bank. 

C. PURPOSE OF THE -EVALUATION 

This evaluation, conducted duripg February-March 1988; is
 
of the Kshs 5.0 million pilot project.the 'first evaluation 


Although.this only represents the first year of a three-year
 
project, it has been observed that most of the targets will
 
have 	been reached by mid-term of the pr'o'ject. The purpose of
 

this 	evaluation is to evaluate the current status of the Jua 
Kali Loan Program with the objective of utilizing the 
information and lessons learned in designing a possible second 
phase. It is anticipated that if it is found to be successful, 
or with sufficient potential to become so, additional 
counterpart funds may be devoted to its expansion.
 

The findings and recommendations found in this report are 
the result of a two week period of interviews with the 
following: a random selection of thirteen Jua Kali clients at 
their business sites; five out of ten participating. Branch 
Managers and their respective Advances Officers; all three of 
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the participating training organizations; each member of the 

Business Advisory Services staff participating in the program; 
the KCB Head Office Credit Division Manager; the Chief Manager 

Manager. Furtherof Marketing and Credit; and the KCB General 
details are found in the attached Scope of Work (Appendix A).
 

D. OVERALL FINDINGS, CONCLUSIONS AND RECOMMENDATIONS 

Based on the findings listed below, the principal 
conclusion of this evaluation is that the pilot program has
 

generally proven successful and deserves consideration for
 

expansion. Our recommendation *is that the program be expanded
 

Considerably, from Kshs. 5.0 million to Kshs. 50.0 million,
 
provided that the necessary staffing can be provided
 
accordingly and that the recommendations listed below are
 
carefully considered in designing the expanded program.
 

The principal justifications for this'conclusion fall into 
has beenthree categories. First, the demand for ihe program 

SO overwhelming that KCB is not only a year and a half ahead of 
schedule in loan processing, but it has also been obliged to 
Put a hold on the processing of any ncw. loan requests for lpck 
of loan funds and staff to process applications. Moreover, 
although the pilot program was focused only on the Nairobi 
area, numerous informal sector entrepreneurs in the rural areas 
have inquired as to the possible expansi.o.n of the program into
 
the provinces.
 

Second, the repayment rate on the loans has been better 
than anticipated (particularly. better than the bank's. 
predictions) and certainly comparable to normal ban), loans. It 
was presumed in the design of the project that because banks 
'provide credit as a business, they would not only have better 
credit risk analysts, but they would also assess loans in a
 
more cost effective manner than other organizations. To date,
 
.KCB's relative performance and caution in lending has proven
 
this assumption correct.
 

Finally, the development of the informal sector continues
 
to be a primary emphasis of the Government of Kenya. The
 
Ministry of Finance and thle President himself have provided
 
consistent support and initiative in singling out the Jua Iali 
area as a target for employment generation and the development
 
of the Kenyan economy.
 

It is, therefore, proposed that an additional Kshs. 50.0
 
million in local currency funding generated by USAID p.rogram
 
assistance to the GOK be utilized in the following manner:
 
(for a more detailed explanation of the expansion, refer to
 
Appendix B)
 

1) The expanded Phase II of the program should operate 
over a period of three years.
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2) 	 The program should expand on a .phased basis into three
 
or four provincial capitals, the selection of which
 
should be based on consultation wi5.th relevant KCB 
staff. We tentatively propose Kisumu, Nyeri, Eldoret
 
and Mombasa as initial targets.
 

3) 	 The Nairobi program should begin expansion during the 
3rd quarter of 1988, while expansion into the first 
provincial capital should begin in the first quarter 
of 1989. 

4) 	 Bank administrative and training costs devoted to the
 
program will continue to be covered by the Account.
 
It is estimated that the 8% interest, paid annually
 
over a period of three years on the Kshs. 50 million, 
will cover lIshs. 11.5 million of the administrative 
costs (estimated at Kshs. 25.0 million). The 
remainder should be covered by the Account. A 
tentative project budget is presented in Appendix B 

5) 	 The. remaining amount' i., proposed to be allocated on an 
annual basis as 98% loan guarantees: Kshs. 5. 0 
million to Nairobi, Kshs. 2.5 milLion to each 
provincial capital as it is phased in to the program. 
In its first year of the expanded program, however, 
each provincial capital branch is expected to lend 
Kshs. 1.0 million and build up its lending to Kshs. 
2.5 million per annum from the second year. 

6) 	 Tne, loan ceiling 'should be raised from T'shs. 20,000 to 
Kshs. 50,000. Those who have successfully repaid 
their first loans under the Jua Kal.i. Program will now 
be eligible for loans up to Kshs, 100,000. 

Although the Jua Kali Loan Program is not and will likely
 
never be self-sustainable because of the inclusion of training
 
and certain inherently e'xcessive administrative costs, it is
 
the conclusion of this evaluation that the costs of running 
such a program are lower than originally anticipated and will 
diminish over time. It has been demonstr ,ced that, as KCB 
staff gain experience in processing informal sector loans and 
gain 	confidence in their own.aoili ty to assess the risks, less
 
staff time will be necessary to administer the program. 
Moreover, with an expanded program, approxim;: half of the 
administrative "and training costs will be covered by the 
interest paid on the Jua Kali Account. Because tho program is 
designed such) that the bank should incur no overall loss on 
lending while it lends the Jua Kali Account funds at higher 
rates than it pays into the Account, it is clear that an 
expanded program can be commercially viable for KCB. 
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II. SPECIFIC FINDINGS AND RECOMMENDATIONS 

A. OVERALL PERFORMANCE (Refer to Appendix C) 

1. The demand for the pr6gram is enormous, far exceeding 
predictions made during the design of the project: KCB 
received well over 1000 applications within the first year of 
the project, representing over Xshs. 40 million in loan 
requests, although the projectwas designed to provide only
 
100-150 loans over a period of 3-5 years. KC13 has currently
 
decided to put a halt on the processing of. any new applications 
until further notice is given on the expansion of the program.
 

Recommendation: The expansion of the Nairobi part of the 
Jua Kali Prcram should begin before moving the program out 
to the provincial capitals. This would allow the program 
to resume its original pace, removing the halt on further 
processing. It is suggested that Nairobi begin using the 
new funds in the third quarter of"1988. 

(NOTE, If the Bank were to allow lever'aging of the
 
guarantee money in the Account at an estimated default 
rate of 20%, it would be able to increase its lending 
power fivefold. This, h'owever, would require external
 
support for administrative costs to increase 
substantially until such tiine as margin profits on 
outstanding loans cover a higher percentage of these 
administrative costs.) 

It is apparent from the significant.demand that promotion
 
of the expanded program in Nairobi will require minima]
 
efforts. Use of press,' radio and television by
 
participation in press conferences should be sufficient. 

2. Of the 1000 applicants, 170 entrepreneurs have 
completed training, 76 applications have been approved, and 44 
loans havebeen disbursed. The discrepancy between those who 

"have 	 been trained and those who have received loans is due 
primatily to the length of time it-takes to process the loans 
and not to attrition or rejection by .t-he bank (Appendix C-3 andC-4). 

3. BAS estimates that approximately 200 applicants will be 
receiving loans by August 1988 (based on the number of 

..applicants that have been trained and evaluated): This exceeds 

the target of 100-150 loans over three to five years by one and 
a half years and 50 loans. This can be attributed in part to 
the fact that the program focused on only one of the three 
categories of loans originally designed for the program. 



This figure, however, does not correspond with the amount of 
in the Account (Kshs. 2.5 million)guarantee funds available 

and the average size of loans to date (Kshs. 19,000). 200 
19,000 would total Kshs. 3.6 million, exceedingloans at Ksns. 


the amount available under the program for guaranteeing the 
loans. 

estimates forRecommendation: Either KCB should lower its 
lower the size of loans it isloan disbursal or it should 

making to reach an average of Kshs. 12,000. If the program 
is expanded, the excess anticipated borrowers could be 
absorbed by the new guarantee funds. In our estimates for 

future lending, we assumed an average loan size of Kshs. 

20,000, based-upon historical evidence to date. 

4. Although too early to. draw definitive conclusions, the 

rate of delinquency (accounts in arrears) of the program 
a3pears comDrable to normal lending (appx. 20%) and the 
default rate is currently at 2%. hen ccmoare6 -to simil]ar 
lending 	programs through Non-Bank Financial Institutions and 

these results are excellentNon--Governniental Organizations, 
(Appendix C-7 and C-8). 

5. The loans have reached part of the target group, that 

is, those who are estabiished informal sector entrepreneurs. 
The branches have been cautious, however, and have actually 
avoided lending, to start-up enterprises and to entrepreneurs 
which haVe" the ]east 11security" (e.g: chattel mortgages, 
established busiress premises, existing ma-chinery, etc.). The 
result has been that while many worthy small entrepreneurs have 
been anisted through the. program, very few start-up/no 
security Jua Yali entrepreneurs have been reached (those who 
have no shelter, no iachines and often need only w.orking 
capital). 

Recornendat ion: 

*Option'1: BAS should make a new. push during the Phase II 
of the Jua Kali Program to get those Branches who have 
already participated in the program to begin to target the 
slightly riskier groups (eg. some start-up operators drawn 

from polytechnic graduates). Although it is currently not 

bank policy to do so, it could be argued that, given the 

successful performance to date and given the 6% spread the 

bank should be willing to take greater risks on the 
start-up/no security Jua Kali applicants.. 

A-NOTE: While broadening the focus of the program is an 
important development objective, KCB should carefully 
balance this objective with that of expan'ding presence 
in rural areas. Simultaneous rural expansion -and 

broadening the focus to include start-up entreprises 
Hence, staged approach
may jeopardize the program. a 


wouldemphasizing the rural expansion* first appear 

most logical.) 
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Option 2: As the advisors of the program, BAS should write 

up a list of alternatives for 
the Branches in judging the 

risk of a Jua Kali client who will be 
using no chattel
 

no physical place of business. 
This
 

mortgages and/or has 	 an
guidance and 

will provide the branches with 

some 


underlying vote of confidence 
fromnthe Head office to go
 

ahead and take greater risks.
 

to unu PLU LCU .. 
6. 	The number of applicants 

Luo (28%), and Luhya (8%), while 
predominantly Kikuyu (53%), 


has been 71% male and 29%
 
the distribution between sexes 


Of the aproved loans these 
last percentages change 

to
 

remale. 	 predominant trade
 
66% male and .34.%" -e-al-e. There has been 	no tailors -among the applicants, although of the approved loans, 

made up 24%, mechanics 21% and tinsmiths 15% (Appendix C). 

The most frequently applied-for 
oan amount is between
 

7. 	 Kshs. 
and 20, 000, whereas the majority are under 

Kshs. 10,000 	 for Kshs. 
0,000 (81%). The average loan size applied is 

size of an approved loan is Kshs. 
41,000, while the average 

and C-4).19,000 (Appendix C-I 

The loan ceiling should 	be raised 
form
 

Recommendation: 	 of the50,000 to incorporate some 
Kshs. 20,000 to Kshs, 	 should

needs of the clients. Extreme caution 
more diverse 

ensure the viability of loans over 
be taken, however, to 

in the rural areas. Those who 
Kshs. 20,000, particularly loans under* the 
will have successfully repaid their first 

Kshs.for loans up tobe- eligibleprogram should then 
100,000.
 

(See Appendix D)AND ADMINISTRATIONB. 	 MANAGEMENT 


of each of the

of initial processingburden1. The 

too great for BAS: 7It was obliged to allocate
appl0cants was 

initial
Branches for 

the applicants to ten Nairobi area 


Even with this allocation, however, 
the burden of
 

screening. 	 and consumed moreremained excessivesubsequent processing 
in the pfoject design.than was envisagedstaff time 

Although'it is very early to determine
 Recommendation: 

not current required to process loans 

hether or the steps 
are a number of minor 

are too excessive, there 
that could be made immediately. These 

modifications is also
 
are provided in Appendix D. It 


suggestions 
 take place in
that a second evaluationrecommended beginwhich the program couldafterSeptember 1989, 

with giving authority to the Branches. 
experimenting 	 more 

steps 
This would cut down considerably on the processing 

butprogram administration
BAS staff time devoted toand 

risk at present.presents too much 
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2. Althouqh the initial Grant Agreement provides for the 
employment of two full-time consultants, one to work at BAS and 
the other at the single Branch designated for the program in 
the design, only one such consultant has been administering the 
program. Consequently, this single BAS staffer has been 
extremely overburdened with the very high administrative 
requirements of processing and monitoring the loans 
(essentially due to larger than anticipated volumes of 
applicants). It should be noted, however, that this staffer 
was supported by the efforts of the Branch staff on a regular 
basis and by other BAS staff, particular:ly in the start-up 
phase of the Program. 

Recommendation: If the program is expanded, two additional 
full-time consultants should be hired to help cover the 
Nairobi program. it is further recommended that one KCB 
staffer be hired to cover the Jua Kali Program in each 
rural Branch included in the expansion. Each of: these new 
people should undergo training in Nairobi with the current 
Jua Kali Officer before being assigned to their respective 
branches. In all, it is estimated that, by the end of the 
expansion phase, there will be five to six new people 
employed by I'CB and devoted to the Jua Kali Loan Program. 

The pros and cons of employing the additional staff on 
contractual or regular terms should be carefully 
considered. It is our suggestion that most of the new 
staff be hired as regular 'CB personnel and then be 
provided with informal sector training. Our reasoning is 
that KCB staff will be trained as bankers and it is this 
qualification which appears to have contributed to the 
current success of the program. If the recruiting process 
proves too difficult for KCB, a private consulting firm 
could be hired to do a search and the Jua Kali Account 
could provide funding for the appropriate training.
 

3. Currently there is only one secretary in the BAS office 
to take care of all BAS activities including the Jua Kali 
Program, the Loan Guarantee Scheme and all other consulting 
responsibilities. Consequently, the current Jua Kali Officer 
spends an inordinate amount of time entering data into the 
computer, typing schedules and letters, and is unable to do: 
more importait activities (like the final selection of loan 
applican.ts) in a timely manner. 

R6commendation: If the program is to be expanded, an
 
additional clerk should be hired to cover Jua Kali
 
activities only. In addition to relieving the clerical.
 
burden from the Jua Kali Officer(s), this would contribute
 
to the overall efficiency of the office by allowing the 
other secretary to concentrate on BAS's other activities. 

http:applican.ts


4. BAS has not yet worked out a regular system to monitor
 

the numbers and amounts of loans disbursed from the Branches
 

from the Head Office (although each individual branch maintains
 

its own records in a satisfactory manner). In order for BAS to
 

obtain this information, it must reach each individual 
branch
 

3 forms (Annexures 6,
separately. The Grant Agreement provided 
7 and 8) to be sent to each branch to fill out on a monthly 

basis, but it was decided unilaterally by BAS that these forms 
undue burden on .the branches
 were too complicated and placed an 


that they did not have with "normal" loans. 

Recommendation
 

Option 1: Upon consultation with the branch users,
 

redesign, if necessary, the forms in Annexures 6, 7 and 8 

in such a way that branches will be able to complete them 

rapidly and easily as possible. Send the for.ms to the as 
branches immediately and indicate that they are required to 

complete them on a monthly basis. 

This will require a constant monitoring effort
(Comment: 

from BAS and contribute to the already extensive "paper
 

burden" generated by the program).
 

Option 2: Establish a system through KCB's central 

computer whereby" the branches are required to enter a code 

for each Jua Kali Loan they make. This would allow the 

Information Processing Dept (IPD) to print out Jua Kali 
a weekly or
Loans separately from the regular loans on 


This "option will only partly alleviate the
monthly basis. 

need for completing the forms mentioned above. The
 

information necessary to prepare debits to the Jua Kali
 

guarantee Account will still be lacking.
 

The Manager of BAS, has already presented this
(Comment: 

idea to IPD and they appeared very willing to cooperate. A 

problem arises, however, with the fact that this suggestion 

can be easily implemented for loans but not for 

overdrafts. Consequently, a separate system must be 

devised to monitor overdrafts until that point in time when 

the new, more comprehensive computer system is installed).
 

or award system set up to recognize5. There is no reward 
call of duyvthose" branches who are going above and beyond the 

in the Jua Kali proqran. The only motivation for the scheme 

seems to be the knowledge that they are helping the "little 

man" and that the program has shown very positive returns to 

date. 

1) Branches who perform exceptionally
Recommendation: 

through a personal letter froi,

should be recognized either 
or through an article

the Chairman commending their efforts 
their achievements.describingin the Ken-Con Digest 
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2) Branches should be selectively assigned credit authority
 

for approval of Jua Kali loans as recognition for superi6r
 
performance.
 

were not
6. Many of those interviewed have said that if it 

for the dedication and effort of the principal BAS officer for
 

the 	program, the Jua Kali Loan Program, from the BAS 
BAS arestandpoint, would collapse. Most of the others at 


extremely occupied with their own projects and have little time
 
no one's job description
or motivation to work on Jua Kali; 


specifically includes the Jua Kali Program and no one's overall
 
be judged on the basis of the performance
job performance will 


of the program.
 

person
Recommendation: If the program is expanded, on'e 
(suggest the current BAS staffer working on Jua Kali) 
should be given responsibility as .Officer in Charge of Jua 
Kali, answering to the BAS Manager. It should be 
explicitly understood that this person will have no other
 
BAS responsibilities and/or distractions other than those 
of administering the program. Inaddition, this person 
will have authority over one (or two, depending on the 
extent of expansion) administrative assistant(s) and at 

least one secretary/clerk. If possible, this person's 
contract should include the targets of the progrim and the 
schedule to meet them. In addition, it should be made 

management that evaluation of job performanceclear by KCB 
"will be based on those criteria and that job responsibility 
will be adequately considered in grading the job.
 

7. Various branches have exressed frustration with the 
amount of time it takes to process a loan once they have given 

their recommendation to BAS. They also feel that they must 
refer to BAS if any changes are to be made in a loan once it 
has been recommended. 

Recommendation: See Appendix D for detailed suggestions.
 

C. FINANCIAL (See Appendix B)
 

1. There is no system set up to calculate the
 

administrative costs of the Jua Kali Program from the
 
perspective of:person-hours devoted to the scheme.
 
Consequently, hno money has been debited from the Account for
 

these costs and there is no official way of estimating what the
 
potential adminfstrative costs under an expanded program might 
be. Some tentative estimates are possible and are provided in
 
Appendix B.
 

Recommendation: Either BAS should design such a system
 

themselves or, if time and work constraints are such that 
this cannot be completed before the proposed expansion, BAS
 
could hire an outside accounting firm for a one-time 
assessment and implementation of a system which could 
estimate the direct administrative costs accurately and c..; 
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level of programflexible enough to meet whatevei 
are deemed necessary in the future. The costs 

requirements : -
should be covered by the Jua Kali of this assessment 

would be for internal 
Account. The reports of such a firm 

Both overall and individual branch
 use only .at KCB.
"profit center" accounting statistics should be obtainable 

from the system.
 

of administrative costs2. Our tentative estimates 
thoseare somewhat lower than 

suggest that actual costs 
udgeted in the oriqinal project desicn. This, in part;
 

fact that the d-esign budgeted two full-time 
reflects the 

for one forProgram, one BAS and
Consultants to the Iua Kali 

In practice,
the sole branch targeted in the project design. 

KCB only used one consultant- and targeted 10 branches. The
 

that gaining-experienceactual cost estimates also reflect in 
costs program gradually reduces administrativethis type of 

over time and that the original estimates were somewhat high. 

KCB should use the estimates in thisRecommendation: 
they deem necessary '(inmoificationsreport, weth.whaLver %oconsultation with the USAID/Treasury evaluation team), 

thethe pilot project (phase I) fromonclaim reimbursement 
Account. If the program is expanded., however, KCB should 

wait for an auditor's costing systen.to be in place before 
agree debits to the Account.USAID/Treasury can to 

yet- resolved the issue of leveragin -the 
3. }CB has not 

to leverage
funds in the Jua Kali Account. It is Bank policy 

no loans which have no security, but this does not take into 

that the Account provides a 98% guarantee on all
consideration 

lending. By leveraging the
 -portfolio losses in Jua Kali 

Account on the assumption of a 20% default rate, the amount of 

lending could increasefivefold.
funds available for 


The issue of leveraging the Account should
Recommendalion: 
 to take
be seriously considered by KCB management in order 

full advantage of the funds available for Jua Kali 

If it can be agreed that the 98% guarantee on all 
lending. 


is sufficient to allow leveraging of theJua Kali loans 
cleared with Treasury.

Account, the proposal should then be 

D. CLIENT RELATIONS AND TRAINIING. 

rom
1. The length of time to process a Jua ali clent 

to the point at which
the time-of the initial application 

he/she receives the first install,ent of a loan is too long
 

"aniywhere up to one year).
 

Each of the various steps involved.inRecoMmendation: 
processing a Jua Kali loan (approximately 15) should be 

processcarefully reviewed by BAS to reduce thp time 
possible to eliminatewherever possible. It may even be 

http:involved.in
http:systen.to
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-certain relatively redundant steps. Some suggestions are
 
provided in Appendix D which contains a detailed outline of
 
all the steps involved. It should be noted that as KCB has
 
gained experience in processing these loans, the amount of
 
processing time has gradually decreased, and that both
 
ecentralized loan evaluation and increased staffing will 

held in this reqard. 

2. Although the two institutions (Undugu Society and
 
Vintage) which have been training the Jua Kali applicants to
 
date have been doing a satisfactory job, the fact remains that 
the International Labor Organization (ILO)--can provide a 
similar pro- ram for about one half the cost. Currently the ILO 
provides two training sessions per year, but BAS is not kept 
aware or is not in regular cont'act with them.
 

Recommendation: BAS should approach the ILO with the
 
suggestion of a continuous joint effort in providing
training for the Jua Kali Program. Even if the ILO will
 
only provide 2 or 3 trainiing programs per year, the cost 
sayings could be very great. While increased utilizatidn 
of the ILO program is cost effective,, however, development 
-of private initiative such as that of Vintage is 
commendable and it is recoMmended that all three training 
groups continue to be utilized in an. evenly distributed 

0.anner. 

3. All the clients intervie.ed resp ;nded very ositively 
to the training they received from the Jua Kali courses. 
llowever, the scope cf this evaluation 6i6 not permiE a thorough 
comparison of the three training groups, nor was a complete 

--analysis of the real. benefits of the training possible. 

Recommendation: Although the competition generated by 
Us~-Tg three organizations to provide training is healthy 
and should be continued; BAS should also further the 
development of the training program by combining the 
positive aspects of existing programs and obtaining 
modifications from each according to the results.
 

4. -For first-time applicants, KCB has designed a very 
-simple form to provide the branches and "AS with baseline 
information. Although the form is very complete, KCB has 
discovered that it is also impoLtant to know the level of 
educa-tion of an .applic-ant-in or.der to provide him with the 
proper level of training. In addition, the form does not 
provide for-'a telephone number where the applicant can be 
ireached. Although many of -t-he applicants do not have their o6wn 
phones, they often know someone who does. 

Recommendation: Redesign the simple fforn to include a 
space for education level and telephone number where an 
applicant can be contacted. In addition, the form should 
be arranged in such a way as to correspond with.'current 
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computer readout organization 4This would include adding a
 
space for sex.of applicant). Finally, for additional
 
analytical purposes, it would be useful to include 
an
 
indication of the size of the business (eg: number of
 
employees and approximate value of business assets).
 

5. The Jua Kali Loan Program currently allows no grace
 
period for clients to pay their first installment; they must
 
pay within a month of the loan disbursement. Although this
 
does not present a problem for 'all clients, many of those-who
 
have bought machines with the loan in order to increase their
 
production have felt that one month is too soon to expect
 
returns on their investment. Those who are not buying machines
 
Often end up paying the loan off with the same money they
 
borrowed.
 

Recommendation: The branches should be given the
 
aflexibility to determine whether or not client needs a 

certain grace period before being required to pay the fist 

installment. A maximum of three months' grace period may 
be allowed. 

6. Many of the branches are reouiriniv the client to 
urchase insurance on the machines they--re-obtaining under the 
oan as a form of "security" or guarantee cr %he loan. Some 

clients 	have had to pay as much as 1500/= on locans ns small as 
0,6000/=. The insurance money must be paid out of their own 

pockets. 

Recommend at ion: 

Option 1: BAS should negotiate a contract with an insurance
 
company (eg. Kenya Assurance Company) similar to that which 
they have maintained with their lawyers, that, is, to give a 
reduced rate for Jua Kali in return for exclusive business
 
rights on the Jua Kali program.
 

Option 2: The price of insuranze should be covered in the 
loan'so as not to force the client to pay out of pocket. 

Option 3: If the cost of insurance is too high as compared 
With the protection offered to.KCB, insurance requirements 
may be waived.
 

E. FOLLOW UP ACTIVITIES
 

1. Cre6it supervisi.on .and management assistance are. 
virtually absent In the program process, although these .mere 
only intended for 'C' type loans in the oriqgnal Project 
Agreement. While early record of repayments has been highly 
commendable, potentially large bad debts may have remained 
undetected due to lack of supervision and information on these 
loans. Moreover, because of limited time/staff and high 
administrative costs, there has been very little follow-up clone 
on training results and no additional training. 
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Recommendation: while it is expensive in terms of
 
administrative costs to supervise small loans, the tradeoff
 

may yet prove to favor supervised loans. Branches with
 
more than ten loans should organize post disbursement
 
visits with monthly frequency for the first three months
 
.and quarterly visits thereafter. Activity in the client's
 

current account should be regularly monitored to judge
 
business activity. Observations should be briefly but
 
regularly noted in each individual client's file.
 

With respect to management assistance, although some
 

additional follow-up activities may be provided by the new
 
BAS staff, the high administrative costs may not permit BAS
 

to pursue them to the extent necessary. Consequently, IPC,
 
USAID and KCB should discuss the desired focus of the
 

general
program -- providing credit to the target group vs. 
development of the target group -- and incorporate the 
conclusions into the expanded program's design. 

III. CONCLUSION
 

Based on the findings of this report and the continued 
support by the Government of Kenya for the development of the 
informal sector, it is recommended that- the current pilot phase 
of the Jua Kali Loan Program* be expanded tenfold. DiscusSions 
between USAID and the Ministry of Finance in March 1988 have 
already indicated that both are willing to commit Kshs. 50 
million in local currency funds to the expansion of the 
program.
 

I'f actual results are extrapolated, it is anticipated that
 

Phase II could provide from 1300 to 1700 new loans to the
 
over the next
informal sector in five regions of the country 


-three years. At the end of that pe.riod, we have estimated that
 

a total of Kshs. 40,000,000 will remain in the jua Kali Account
 

default rate and 8% interest per annum paid to
(assuming a 20% 

the Account by KCB, see Appendix B). These funds could be
 
utilized in a number of ways to continue to develop the
 

informal sector, although it is expected that the program's
 
continued success will justify a Phase III. 

A tentative design of Phase II is included in this report
 

in Appendix B along with the assumptions used in calculating 
budget estimates. If KCB agrees to expand the program, this 
draft will be used as a basis for drawing up a final .project 
follow-on agreement with KCB, the Treasury, and USAID.. The 
proposal for expansion has already been introduced to the 
General Manager of KCB, Mr. Hamilton, as well as other senior 
bank staff, all of whom have tacitly agreed to the concept. It 
is suggested that the final design of Phase -I be completed by
 
end of May 1988.
 



APPENDIX A
 

SCOPE OF WORK
 

Evaluation of'the USAID Counterpart-Funded "Jua Kali" 
Loan Prog-ram at the Kenya Commercial-Bank"
 

I.Objective:
 

evaluate the current status of the Kenya Commercial Bank
To 
Sector (or "Jua Kali") Loan Program with theInformal 

purpose of utilizing the information and lessons learned in
 
The current Ksh 5.0
designing a possible second stage. 


million pro-gram is a pilot project and it is anticilpated
 
that 	 if the program is found to be successful or with 
sufficient potential to become so, additional counterpart
 
funds may be devoted to its expansion.
 

.11I. 	 Background: 

In December 1986, -an agreement was signed between the Kenya 
GovernmentCommercial Bank' Limited (1KCB) and the of Kenya 

as represented by the Ministry of Finance (MOF) to place 

Ksh 5.0 million in local currency funds generated by USZ ID 

program assistance into a Jua Kali Account. This account 

* 	 was established to fund an informal secitor loan program at 
.	 -KC13 which would provide financial and technical assistance 

to. Kenyans engaged in commercial and. industrial. activities 
in the informal sector. .. .
 

of the program is to assist in the expansionThe purpose 
and growth of informal sector enterprises, support 
initiation of new enterprises by Kenya r.s in. fields relevant 
to their abilities and experience, and to train these 

skills necessary toself-employed entrepreneurs in the 

become self-reliant through commercially viable activities.
 

An initial funding of -Ksh 5.0 million was budgeted to 
provide training, financial supfort and management 
assistance to approximately 100 to 150 entrepreneurs over 
an estimated period of three to five years or until the 
grant funds were fully-utilized. The program was to be
 

in its pilot phaseconcentrated in and around Nairobi 
because of constraints of manpower.
 

Ksh 2.5 million was to be devoted tQ the making.qf loans..
 
with technical assistance provided by the KCB Business 
Advisory Services (BAS) or other consultants contracted by 
KCB for ,this purpose. The fee of the consultants/BAS and 
the salary of a credit officer were to be paid from the 
Account along with the additional tasks of promotion, 
entrepreneur selection and training, extension services and 
loan supervision. 
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Discussions are currently underway between USAID and the 
GOK with respect to the programming of additional 
counterpartt, funds for the Jua Kali Loan Program. Before 
allocating any of these funds under a new grant agreement, 
however: it has been established that an evaluation of the 
current pilot program is of primary importance. 

III* Specific Tasks
 

A. 	 PROCESS
 

The evaluation team will consist of one representative from
 
the :Investment Promotion Center and one from USAID who will 
conduct the evaluation during the last two weeks of 
February, 19S8. The team shall assess and report on the 
adequacy and appropriateness of the systems in place, the 
program com-pliance ;ith the grant agreement provisions, and 
the degree to which program implementation matches the 
written policies and procedures. Because this program is a 
pilot scheme, the results of this evaluation will determine 
the extent to which the program may be expanded and the 
appropriaLe modifications which may be.necessary for that 
expansion 4 

The evaluation will be conducted through the following 
channels: 

RevIewv systcfl.s and questionnaires involved in client 
selection and screening, including loan app.ication 
formis and any reports on approving loan8. 

2., Interview members of the BAS staff involved in the Jua.
-Kali Loan program; both as a-groap-and.on an:......... 
individual basis. 

3. 	 Interview branch managers or.other bank staff who have 
been asked to assist BAS in the Jua Kali Loan Program. 

4. 	 Interview clients who have received loans with the aim 
of. assessing their response to the loan process, the 
training program, and the management assistance.
 

5. Interview clients who have already defaulted on the 
payment of.loans at least 6nce.
 

6. 	 Conduct a financial review of funds expended to date 
from-the grant. Particularly review accounting 
records; payment procedures from the Jua 1%ali Loan 

-Account 	 to BAS, the training consultants, the loans 
and clients themselves; and the.. reaso-nableness of 
costs for purchases of supplies and services.
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7. 	 Interview KCB managemenk to assess their views of the 
Jua Kali Program within the broader scope of bank 
activities. 

8.. 	 Review documentation of approved loans, training
 

programs, repayment rates, and disbursed loans.
 

B. SUBJECTS TO BE ADDRESSED
 

The specific areas to be investigated, assessed and 
reported on as necessary by the evaluation fall. into the 
following categories: 

1. OVERALL PERFORMANCE 

a) 	 General Statistics of the Program 

o 	 Total number of -applicants (breakdowns by branches
trade, sex, location size or enterprise, age), total 
shilling amount of loan applications, total number of 
applications approved (breakdown by trade, sex, etc.), 
total amount of loans approved (breakdown by tr-ade), 
sex, etc.), total number/amount of loans disbursed. 

o . Number of Jua Kali trained (breakdown of number who 
began training and number who completed as well as by
trade, sex, etc), training costs, number of Jua Kali 
receiving management assistance. 

o Largest/smallest loan approved; distribution of loan 
sizes, average loan size, smallest overdraft, longest
repayment period, shortest repayment period. 

b) 	 Program Targets vsi Actual Achievements: 

o 	 Compare the actual achiev.emenis of the program with- ° 

those targets which were stated in the project
 
document/grant agreement. Include each of the above
 
categories as well as funding breakdowns between
 
administrative, training, 'management assistance, and
 
other costs. If there is a discrepancy, state reasons
 
why. What areas should be modified, as a result, in 
the future? 

2. CLIENT INTERACTION: Examine the various process modules 
that have been adopted in practice in each of the following 
categories and compare them to the process described in the 
project document/grant agreement.
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Selectibn of Clients:
 

What criteria is used in the seiection 
of.the Jua Kali
 

evaluates?Who establishes criteria 'an who
clients? 

What typesare utilized?What types of questionnaires 
forms of contactsite visits or otherof interviews, viewed as sufficient 

are there? Are these techniques
What changes, if any could 

by the staff? Cumbersome? theto the needs of 
be made to make them more tailored 

those of the clients?bank staff and 

or prejudices, does a
 What hurdles, unnecessary steps,

when applying for a 

Jua Kali client initial.ly face 
loan under the Program?
 

about theKali client found outHow has the Jua 
Does he/she go on her-/hi.s own initiative?.

Program? orfor themenough inforzationDo the branches have 
go to the -entral officeZmust they 

vczeening? Where do 
IWhat are the spe'cific stages of 

in BAS,
they take place (i.e. in the branc:Yh offices, 

.s the KCB staff's 
etc.)? Are they adequate? What 


"
 opinion of them? 


Is there too much/too

Is the workbook adequate? 

as'Ked of the cl.ients? What
little inforytation 

made to the current forms?should bemodifications staff in terms 
What training has'been given the branch 

of what types of questions shouLid be asked to Jua Kali 

there a questionnaiLe that all
clients? Is givenfollow? Which quest-ionnaires are
interviewers 

at what time?
 

Training: 

How many Jua Kalis..began training and how many 
a difference? What 

actually completed? Why is there 

problems were encountered during the training
 

there staff for this~type of
sessions? Is enough 
training? Are they adequately prepared? Do they have 

necessary materials, environmert and location?the 

is the client response measurecd? Do the clients 
-.How 
fecl the training was helpful? If not, what .are the 

between trainingwhat is the relationshipreasons? 
and borrowing? Who is responsible for training? 
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o 	 What is the breakdown of training costs in terms of
 
the consultant, the housing, the food, the training
 
site, etc.? How are the consultants selected-and-by
 
whom? is this done on a competitive basis? What is
 
their cost? What is the KCB staff opinion of the
 
consultants which have been used to date? What are
 
the advantages and disadvantages of using them?
 

o 	 What is the impact of training on the clients? Did
 
all the clients actually need the training? If not,
 
why? What is the screening process for training?
 
Could oLher organizations do the training less
 
expensively or more effectively? 

c) 	 Credit authorization cnd supervision 

o 	 Who approves credit? Why were they selected to do 
s.o? What criteria are used to approve or disapprove a 
pbtential Jua Kali client? How is information 
obtained from the client to fulfil this criteria?. How 
is the final credit decision intimated to the client 
(letter of commitment, verbal exchange, etc.)? " 

o 	 How long does it take for the client to get approved? 
flow are the disbursements recorded? How long does it
 
take 	 for the client to actually receive money? What 
is tHe average length, of time between the beginning of
 
training and the.time when the client actually 
receives the loan?
 

o 	 What is the follow-tip on collection of payments? Are 
visits made to customers? Are loan cards reviewed
 
periodically? By whom? Has it become necessary to
 
seek outside help to trace a delinquent customer?
 
What 	 kind of attitude is taken towards recovery by the 
bank 	staff? By the clients?
 

Are Jua Kali loans seen by the branches as their own.
 
risk 	or as grant money that is not their
 
responsibility? Do the clients perceive the credit as
 
commercial or as a handout? 'Have the branches 
assigned the Jua Kali responsibility to one person or 
is it done on an and hocbasis? What kind of 
experience do these people have in credit collection? 
Do they'put in as much effort as they would normally 
With regular loans? 



d) 	 Management Assistance:
 

How many Jua Kalis have received management 
assistance
 

How many have received
o 	
in their enterprises from BAS? 

What 	has been their response?

outside assistance? 


How is the need for
 How is that response measured? 

management assistance determined? Is there *adequate
 

Do they have adequate
staff for this task? 

Who is responsible for
 preparation and time for this? 


management assistance?
 

MA.1NAG E ;.1TT
 

and Costs:
PerformanceA) 	 Administrative 

What is the breakdown of administrative costs? Where 
o 


in the future? ill.these costs can costs lbe trimed 
be di minished once the program has been firmly 

established? 

Have they 
o 	 What is contained in the quarterly reports? 

on time? What problems have been
been 	 completed 

them?encou-stered in completing 

program as coimpare'd 
o 	 What are the start-up costs of the 

to 	the operational costs? 

records and 
o 	 W,;hat are the person--hour costs of keeping 


statistics and in adininistering the program?
 

current 
o 	 1.'hat are the travel requirements under the 

program? What probler.-s have been encountered? 

b) Personnel :
 

staff levels, benefits, and qualifications

o 	 Are current 


are
Are they adeoauate? What needs
appropriate? 

staff


expressed by the staff? Is there a need for 


any area of the program?
training in 


c) Bank. Relations:
 

Advisory

o 	 What is.the relationship between the Business 

Bank?. Has this relationship changed•Services and the 
the Banksince the Agreement? Why? How does 

the Jua Kali Program? Are
Administration perceive 

plans to modify the BAS/Bank relationship?rthe:e any 
110l? • 



7. 

o 	 What are the opinions of Branch Mangers on the Jua
 

Kali Program? What is their role in the Program? Is
 
it sufficient or too involved? What are the
 
motivations which exist or should exist to ensure
 
genuine involvement of branch personnel?
 

4. FINANCIAL
 

a) 	 Financial Performance:
 

o 	 Conduct a financial review of funds expended todate
 
from the grant. Particularly review accounting
 
records; payment procedures from the Jua Kali Account
 
to DAS, the training consultants and courses, the
 
loans and clients themselves; and the targeted
 
breakdown of funds vs. the actual breakdow,,n (i.e.
 
administrative, training, management, loan approval,
 
etc.).
 

5. FOLLOW UP
 

a) 	 Documentation: 

o 	 low are the records on the clients kept? What 
problems have been encountered? Is the existing 
system viewed as sufficient by the staff?
 

0 Are files maintained on individual borrowers? What is 
.the difference between branch records and central 

office records? How much of the documentation is 

computerized? Is this sufficient? 

b) 	 Follow-up Activities: 

0 To what extent 	does the BAS keep in contact with the
 
the loans have been disbursed? Is this
borrowers once 


seen as adequate by the BAS staff?* By the Jua Kali
 
client themselves?
 

IV REPORTING
 

The evaluation team will submit a draft report to USAID, the
 

IPC, and to the KCB Business Advisory services after the
 
two-week assessment. This report will include findings and
 
recommendations based on the above questions and will attempt
 
to answer the following:
 

1. If the Jua Kali Loan Program is to be expanded, what
 

should be the extent of that expansion (i.e. time 
period and amount of funding required) and'what 
modifications should be made to the existing program
 
to make the expansion more effective in termns of 
reaching the target beneficiaries? 

iv
 



2. 	 How can administrative and training costs be reduced
 
tn the future?
 

3. 	 Can a commercial bank be made a viabfle instituti.on for
 
.... -implementing this type of informal sector loan
 

program? If not, what would be a better alternative?
 
Program pass to achieve a more profitable,

self-sustaining program?
 

4. Which elements of the program justify concessionality 
of donor funds and to what extent? Which elements can 
eve,.tually achieve self-sustainability and how? 

A final report, will be submitted to USAID, KCB Business
 
-Advisory Services, and the IPC once each of these organizations 
has had the opportunity to review the draft report and their 
comments have been taken into account. 
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Appendix B 

OF THE JUA KALI LOAN PROGRAMFINANCIAL ANALYSIS 
ESTIMATESAND ASSU::PTIONS UNDERLYING FUTURE 

OF DEBITS TO TniE GUARANTEE FUND ACCOUNT 

1. Number of Loans 

Only category 'A' loans were made under Phase I (1986-88)
 

of the Jua Kali Loan Program as compared with the three
 

different types of loans which had been projected in the
 
project design (i.e. categories 'A', 'B', and 'C'). The reason 

for the deviation was the huge demand for loans when cormpared 
distribution ofto funds committed to the project. For better 

funds among the la-gest possible number of borrowers, the 'A' 
-loan category was considered to.be the appropriate instrument 
by KCB. 

KCB expects a total of 200 loans to be committed by August
 

1988, although this does not coincide with the average size of 

loans to date (Kshsl9,000) and the amount of money in the 
Guarantee Account (I'shs 2.5 million). We therefore estimate 
that approximately 130 loans will be committed by that date and 
recommend that the remaining applicants bt assumed under the 

proposed Phase Ii of the project. The original pilot project 
loans and 10 'C' loans (for aanticipated 103 'A' loans, 56 'B' 

total of 169 loans) over a period of three and a half years (up 
. to December 1989), while the actual loans will have been 

committed in one and a half years. 

For Phase II of the project, it is suggested that emphasis 
'A' category of loans, although a
continue to be placed on the 


few 'C' loans may be made to those borrowers of 'A' loans under 
:Phase I who have successfully repaid their first loan and show 
a strong promise of expansion. It is projected that the
 
average size of a loan will be Kshs. 20,000 for 'A' category 

.loans (roughly equal to the average size of the loans in Phase 
I) as compared with the average size of Kshs. 10,000 which was 

for Phase I. Finally, we recommend thatoriginally projected 

the capacity of the Nairobi program be doubled to lend K'shs.
 
5.0 million per annum in view of the large demand evidenced in 
the pilot project. 

W;e estimate that approximately thirteen 'C' category loans 

will be made per annum in Phase II of the project. In the 
original design, the average loan size projected for this 
category was Kshs. 150,000. In light of KCB experience, 
,bowever, it-.has been found that smaller loans allow KCB. to 
reach the target group more effectively. It is therefore 
suggested that a maximum limit of Kshs. 100,000 be placed en 
'C' category loans, and it is anticipated that the average size 
will be Rshs. 80,000. If thirteen 'C' loans of Kshs. 80,000 
are made per annum to absorb Kshs. 1 million, the remainder of 
project funds for ufairobi (Kshs. 4.0 million) will be available 
to make approximately 200 'A' category loans. 

'/) 
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In addition to expanding the program in Nairobi; we
 
recommend further expansion into four provi. .-ial capitals (to 
be selected in consultation with KCB). The provincial programs
 
could duplicate the Phase I level of the Nairobi pilot program
 
(i.e. Kshs. 2.5 million p.a. for 130-200 'A' category loans).
 
It is assumed that a one year grace period will be necessary

for 	each of the provincial capitals to reach the full level of
 
Kshs.. 2.5 million. Consequently, in the first year of any 
provincial program, only Kshs.l.0 million is projected to be
 
lent (appx. 50-80 loans).
 

Appendix B-6 to B-20 provides estimates for the overall
 
program loan schedule, the balances outstanding, the average
repayment based on a loan life of one to three years, and the 
default risk costs in each of the three years of Phase II 
(1988-89, 1989-90r 1990-91). 

2. 	 Adminislrative Costs 

2.1 B.A.S. Staff Time: 

The estimates of administrative costs'during Phase I of the 
project (see Appendix 13-19) were developed from information 
gathered during interviews with B.A.S. staff. General 
calculations of time spent on loan evaluation during the 
pre--disburseiment phase of the loan were possible from these 
interviews and are as follows: 

1) 	 Direct staff time spent on administering the program is on 
average 4.6 days per loan, as compared with a budget of 
2.0 	 days in the original project design. The deviation can 
be explained by the following: 

a. The large number of applications that needed to be 
processed without necessarily being able to lend to
all 	the applicants because" of limited loan funds 
(Kshs. 2.5 million); 

b. The start-up costs involved in gaining experience 
in a relatively new type of lending and establishing 
an experimental program;
 

C. Although the original project design assumed lower 
days per loan, it nevertheless provided two full-time 
direct staff for the program to ensure adequate staff 

"commitment. 	 If days per loan had been calculated from 
the person-hours of two full-time staff, they yiould 
far exceed the actual 4.6 days. 

d. Extra staff time was rade available by overtime put
 
in by the only B.A.S. officer specifically assigned to
 
the 	 program. 
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Based on the fact that BAS has now gained significant
 
experience in this type of loan program, it is estimated that
 
in Phase II it will be possible to administer and process 'A'
 
category loans on average in 3 days per loan. For the 'C'
 
loans, five days per loan have been projected because of the
 
greater time required for evaluation of enterprise viability.
 
It should also be noted that the Phase II budget provides for a
 
total of three BAS staff to work on the Jua Kali Program in
 
Nairobi and an additional officer for each provincial center.
 

2) Time spent supervising the B.A.S. Jua Kali Officer is on
 
average 1/2 day per loan as compared with a budget of 1 day
 
per loan in the original project design (See Appendix B-18,
 
supervisory plus Head Office staff time). This reflects
 
better than projected staff quality and can also be
 
explained in part by the greater than expected direct staff
 
time devoted to the program.
 

In Phase II, it has been estimated that 1/4 day per loan will 
be sufficient for supervision of direct staff now that BAS has 
gained experience in administering the program and will have 
additional staft. This supervision includes the combined 
efforts of the the BAS Manager and the principal Jua Kali 
Program Officer. The total amount of time that the.Head Office 
Credit Department will devote to the Jua Kali loans in Phase II 
is estimated to double as collection problems begin to arise
 
with the maturity of loans. 

2.2 Branch Time: 

The original budget for Phase I was based on a one branch 
operation, whereas in practice, ten branches participated in 
the program because KCB decided that the volume of applications 
was too great for one branch. Actual branch time devoted to 
loan processing, then, was greater than proJected at 3.5 days 
per loan (including loan evaluations, site visits, and branch 
manager time). It should be noted that the branch manager time 
was not projected in the original budget, although actual 
experience indicates that approximately 1/5 day was devoted per 
loan by the branch managers. Actual experience has been 
extrapolated for Phase II estimates. (See Appendix B-7) 

2.3 Overheads:
 

In our estimates of Phase I costs (Appendix B-7,8,19), a 
provision has been made for overhead costs, whereas no such 
provision was made in the original budget. Because 'Phase I was 
considered a pilot project, these costs were not included, but 
any subsequent expansion of the project requires that KCB meet 
its full costs. Therefore, we recommend that the overhead 
costs for Phase II be financed under the project budget. These 

costs consist of office space, depreciation. of equipment, etc., 
Phase II of
 

and the estimates are provided in the budget for 

the project. i 
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2.4 Training Costs: 

The training costs are estimated at Kshs. 485,000 for Phase
 
I as compared with a budget of Kshs. 575,000 (see Appendix
 
B-8), The savings reflect the negotiating skills of KCB and
 
the use of the ILO's subsidized training course "Improve Your
 
Business". The costs of photocopying, stationary supplies and
 
advertising, however, were not included in the original project
 
budget. Actual findings show that they total Kshs. 75,000 for
 
Phase I. Our estimates for Phase II are extrapolated from the
 
actual cosLs and include the latter under "general costs" (see
 
Appendix B-10).
 

2.5 Vehicle Running Costs:
 

The vehicle running costs are based on travel estimates
 
provided through interviews with BAS and Branch staff. The
 
costs for Phase I are estimated at Kshs. 93,200, assuming 50
 
kilometers per day covering 3 business sites, and Kshs. 8 per
 
ki]ometcL (See Appendix B-18). This constrasts with a budget 
of Kshs. 420,000 in the original budget, resulting iJA a 
substantial savings. For Phase II, the actual costs have been 
extrapolated and the possibility of purchasing a Jua Kali 
Program vehicle has been considered.
 

2.6 Monitoring of Loans 

The original project included a provision for monitoring of
 
'A'.loans at a rate of 3 1/2 days per loan. In practice,
 
however, no time has been devoted to monitoring due to the work 
load imposed by the large,volume of loan applications and the
 
relatively encouraging repayment rates to date. In Phase II, 
we recommend budgeting one day per loan for monitoring 'A' 
loans and five days per loan for monitoring 'C' loans. The 
latter require more time because of the greater risk involved 
in lending larger amounts and the greater complexity of 
managing the loan from the entrepreneur's standpoint.
 

One of the reasons for the smaller projected time for 'A'
 
loans in Phase II is that start-up enterprises, which require
 
much more super'ision and monitoring, are --it being included in
 
our recommendations for expansion. Additiona'ly, the pilot
 
project demonstrated a very encouraging default rate,
 
indicating a smaller need for monitoring and supervision.
 

3. PROJECT EXPANSION AND FINANCIAL PLAN 

A financial plan for the Phase II three-year expansion,
 
beginning September 1988, is depicted in Appendix B-6 through 
B-19. The plan indicates that an incremental sum of Kshs. 25 
million could be used for making loans over a period of three 
years, as a total of Kshs. 53,575,000 is likely to be available 
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in the Jua Kali Guarantee Account at the beginning of the 
expansion phase (B-6). This includes Kshs. 3.575 million 
carried over from the end of Phase I., The balance at the end 
of Phase I has been estimated by allowing debits of Kshs. 1.8 
million for administrative costs (B-7 and B-8) and Kshs.
 
225,000 as default risk costs (B-6 and B-15).
 

Default risk costs have been estimated at Kshs. 540,000 for
 
Year 1, Hshs. 1,185,000 for Year 2, and Kshs.l,915,000 for Year
 
3 by applying the assumptions described in Appendix B-15.
 
Total default risk costs are estimated to be Kshs. 3,640,000
 
(Kshs. 4,140,000 including Phase I) as described in Appendix
 
B-6.
 

A total of Kshs. 25,910,0.00 (Kshs. 27.7 million including
 
Phase I) has been earmarked for adrinistrative costs, of which
 
Kshs. 10,930,000 (Kshs. 11,530,000 including Phase I) can be
 
obtained from the 8% p.a. interest on the Jua Kali deposit
 
account (B-6). This permits KCB to utilize up to Kshs. 14
 
million directly from the Jua Kali Account to cover
 
administrative costs.
 

Under these assumptions, it is estimated that Kshs. 
34,680,000 will be available in the Jua Kali Account at the end 
of three years (B-6). Outstanding loans will be more than 
sufficiently covered by th. balances in the deposit account. 
This indicates that loan losses from default could far exceed 
the estimated 20% of what falls due, and KCB can continue to be 
fully covered inspite of these losses. 

There are several options for the utilization of these
 
funds at the end of the three-year period of Phase II. They
 
are as follows:
 

a. Return the funds to the Treasury; 
b. Reassign them to a Phase III;
 
c. Increase lending in Phase IIby leveraging the Jua Kali 
Guarantee Account and allocating higher funds for 
administration costs; or* 
d. Absorb the funds in Phase II by expanding into all 
provincial areas simultaneously in Year I. 

Leveraging of the funds should be considered to expand the 
lending capacity of the program, but only after receiving 
better information on default risk costs (Year 2) and on a 
higher demand for Jua Kali loans which could justify higher 
lending. The best option at present is to plan to reassign the 
funds into a Phase III.
 

http:25,910,0.00


APPENDIX B-6 

JUA KALI PROGRAM 

GUARANTEE DEPOSIT ACCOUNT 
PROJECTED DEBITS/BALANCES 

YEAR 0 YEAR 1 YEAR 2 YEAR 3 
(Amounts in Shs 000's) 

SUB-TOTAL GRAND TOTAL 
YEAR 1 TO 3 _ 

(a) Opening Balance 5,000 53,575 51,560 46,535 50,000 55,000 

(b) Debits for Admin. Costs 11800  5,340 7,510 13,060 25,910 27,710 

(c) Debits for Default risk 
costs-phase I 

225 175 100 - 500 

(d) Debits for Default costs
phase II - 540 1,185 1,915 3,640 3,640 

(e) Sub-total (Debits) 2,025 6,055 8,795 14,975 29,825 31,850 

(f) 

(g) 

Interest @ 8% (Credits) 

Closing Balance 

600 

3,575 

4,040 

51,560 

3,770 

46,535 

3,120 

34,680 

10,930 

31,105 

11,530 

34,680 

(h) New Funds Injected 5,000 50t.000 50,000 55,000 



JUA KALI LOAN PROGRAM 

ESTIMATES OF HISTORIC COSTS FOR PERIOD JUNE 1986 TO JUNE 1988 
A. MANPOWER COSTS
 

Branch Staff 

1. Visits Nos. 700 	 Cost Category
Days per Visit 
 1/3 Total Days 233 
 C

2. Rejected Applications 
 Nos. 300 
 Days per Rejection 1/8 Total Days 40 C

3. Branch Evaluation 
 Nos. 150 
 Days per Accounts-
 1 Total Days 150 
 C

4. Branch Manager 
 Nos. 130 
 Days per Account 1/5 Total Days 26 
 B
 
5. Orientation (Start-up) 
 Nos. 10 
 Days per Account 
 1 Total Days 10 B
 
6. 
BUSINESS ADVISORY SERVICES (B.A.S.)
 
a. No. of direct staff 
 1

b. No. of participatory staff 	 Total Days 570
2 (2 additional at start-up) 	 C
 
c. No. of Support Staff 1 	 Total Days 60 C

d. No. of Supervisory staff 	 Total Days 60
1 	 D
 
e. No. of Drivers 	 Total Days 301. 	 B

Total Days 116 E 
7. HEAD OFFICE
 
a. Manager credit 
 1
b. 	 Total DaysHead Office credit officer 1 	 20 B 
c. 	Chief Manager, Credit 1 Total Days 30 C 

Total Days 5 A 
SUMMARY COSTING
 

* Cost Cateqory 	 Total days Cost per day* 
 Total direct costs (Shs)
 

A 
 5 
 1,000
B 	 5,000
86 
 800
C 	 68,800
1,083 
 600
D 	 649,800
60 
 300 
 18,000

E 
 116 
 100 
 11,600
 

Sub-Total 
 753,200

3. Oe~rheads as related to direct manpower cost @ 50% 
 376,600
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A. 	Total Manpower Costs: 
 Shs. 1,129,800
 

B. 	TRAINING COSTS:
 

1. 	Actual Shs.429,761
 
2. 	Additional Till June 1988: Shs. 55,000
 

No. of Courses: 1 Cost Per Course 
 Total Cost
 

55,000 	 55,000
 

3. Total Training cost Shs.485,000 (Approximately)
 

C; VEHICLE RUNNING COSTS: (Based on 3 visits per day for 700 total visits)
 

KMS/DAYS 	 NO. OF DAYS TOTAL KMS COST PER KM TOTAL COST (KSHS)
 

50 233 11,650 Ksh 8/=** 93,200
 

D. 	GENERAL COSTS:
 

1. 	Cost of Photocopying Kshs. 50,000
 

2. 	Cost of Stationery and Supplies Kshs.\ 20,000
 

3. 	Cost of Advertisement Kshs. 5,000
 

TOTAL 	PROGRAM COSTS: Kshs.l,783,000 or Approximately Kshs.1,800,000 

* - Based on prevailing KCB salary-scale-'and related costs 

** 	 - Appendix B-!8 
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JUA KALI PROGRAM
 

ESTINAES OF FUTURE COSTS PER ANNUM FOR PERIOD 1988/89 - 89/90
 

A. NAIROBI
 

1. Branch Staff Loans "A" 
 Cost cateqory 

a) Visits Nos. 1000 Days per visits 1/3, Total days:. 333 C 

b) Rejections Nos. 430 Days per account 1/8, Total days: 54 C 

c) - Evaluation Nos. 225 Days per account i, Total days: 225 C 

d) Branch Manager's Review Nos. 200 Days per account 1/5, Total days: 40 B 

e) Monitoring Nos. 400 Days per account 1, Total days: 400 C 

f) Loans 'C' Evaluation Nos. 15 Days per account 5, Total days: 75 C 

g) Loans 'C' Monitoring Nbs. 12 Days per account. 5, Total days: 60 C 

Business Advisory Services (B.A.S.) 

a) No. of direct staff 3 Days per staff p.a -200, Total days: 600 C 
b) NO. of participating staff 2 Days per staff p.a. 15, Total days: 30 C 
c) 17o. of supervisory staff 1 Days per staff p.a. 15, Total days: 15 B 
d) No. of support staff 1 Days per staff p.a. 200, Total days: 200 D 
c) No. of drivers .1 Days per staff p.a. 200, Total days: 200 E 

3.* Head Office 

a) Manager credit 
& participatory staff 1 Days per staff p.a. 40, Total days: 40 B 

b) Chief Manager, credit and 
marketing 1 Days per staff p.a. 5, Totals days 5 A 
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SUMMARY COSTING
 

Cost Category Total Days Cost per day. Total Direct Cost (Shs)
 

A 5 1,000/= 5,000
 

B 95 800/= 76,000
 

C 1,782 600/= 1,069,200
 

D 	 200 300/= 60,000 

E 	 200 100/= 20,000
 

Sub-Total 	 1,230,200
 

4. 	Overhead @ 50% of direct Cost 615,100
 

5. 	Total manpower cost 
 1,845,300
 

6. 	Training costs:
 

No. of Courses Cost per Course Total Cost
 

10 
 Shs.55,000 	 Shs.550,000
 

7. 	Vehicle Running Costs: (includes business visits and monitoring)
 

KMS/Day 
 Nos of days Total KMS Cost per KMS Total Cost
 

50 466 23,300 Shs 8/= 186,400
 

8. 	General costs: 100,000/=
 

.
 Total Program Cost for Nairobi: Kshs 2,581,700 or Approximately Kshs.2.6 million p.a.
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PROVINCIAL CENTER (EACH PER ANNUM) 

1. Branch Staff Loans 'A' 

a) Visits Nos. 700 

b) Rejections Nos. 300 

c) Evaluation Nos. 150 

d) Branch Manager's Review Nos. 130 

e) Monitoring Nos. 260 

Days per visit 

Days per account 

Days per account 

Days per account 

Days per account 

1/3 

1/8 

1 

1/5 

1 

Total days 

Total days 

Total days 

Total days 

Total days 

233 

40 

150 

26 

260 

Cost Categorn 

C 

C 

C 

B 

C 

2. Proaram Staff 

a) 

b) 

c) 

No. of direct staff 

No. of support staff 

B.A.S. Nairobi Supervison 

2 

1 

1 

Days per staff 

Days per staff 

Days per staff 

200 

60 

30 

Total days 

Total days 

Total days 

400 

60 

30 

C 

D 

C 

3 Head Office Staff 

a) 

b) 

Manager Credit 

Participatory staff 

1 

1 

Days per stdff 

Days per staff 

20 

30 

Total days 

Total days 

20 

30 

B 

C 

c) Chief Manager credit 
and Marketing 

SUMMARY COSTING 

1 Days per 5aff5 Total days 5 A 

Cost Cateqory 

A 

Total Days 

5 

Cost per Day 

1,000 

Total Cost 

5,000 

B 46 800 36,800 

C 1,143 600 685,800 

D 60 300 18,600 

745,600 
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JUA KALI PROGRAM 

PROJECTED LOAN SCHEDULE - PERIOD 1988/89 TO 1990/91 

YEAR 1 YEAR 2 YEAR 3 TOTAL 

1. No. of Loans 'A'
 

(a) Nairobi 	 200 200 200 600
 

(b) Eldoret 	 - 50 130 180
 

(c) Kisumu 	 50 130 130 310
 

(d) Nyeri 	 - - 50 50
 

(e) 	Mombasa - - 50 50
 
350 380 500 ,190
 

2. Average loans 'A' (Approx. Shs) 	 20,000 20,000 20',000 20,000
 

3. Amount of New 'A' loans made (Sbs) 5,000,000 7,500,000 11,000,000 23,500,000
 

4. No. 'C' loans made in Nairobi ' 12 	 12 12 36 

5. Average size of loan 'C' (shs) 	 80,000 80,000 80,000 80,000 

6. Amount of 'C' loans (Approx. Shs) 1,000,000 i,000,000 1,000,000 3,000,000 

7. Total amount of New loans 	 6,000o,000 8,500,000 12,000,000 26,500,000
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8. Loans Repaid 

(a) Year 1 

(b) Year 2 

(c) Year 3 

2,160,000 

-

1,680,000 

3,060,000 

960,000 

2,380,000 

.4,320,000 

4,800,000 

5,440,000 

4,320,000 

Sub-total 2,160,000 4,740,000 7,660,000 14,560,000 

9. Default Risk Costs 

(a) Year 1 Loans 

(b) Year 2 Loans 

(c) Year 3 Loans 

540,000 420,000 

765,000 

-

240,000 

595,000 

1,080,000 

1,200,000 

1,360,000 

1:080,000 

Sub-total 540,000 1,185,000 1,915,000 £ 3,640,000 

10. Loans Outstanding 
END OF THE YEAR 

(a) Year 1 Loans 

(b) Year 2 Loans 

(c) Year'3 Loans 

3,300,000 1,200,000 

4,675,000 

-

1,700,000 

6,600,000 

Sub-total 3,300,000 5,875,00( 8,300,000 8,300,000 



BASIS OF LOAN REPAYMENTS AND DEFAULT RISK COMPUTATIONS 

assimed to have the following 	maturities.
1. The loans are 


(a) 1 year- 20% of loans 
(b) 2 years 	- 30% of loans 
(c) 3 years 	- 50% of loans 

2. 	Repayment schedules are assumed as follows:-


Year 1 Year 2 Year 3
 

-
(a) One year loan 20% 

(b) Two year loan 15% 	 15% 

(c) Three year loan 10% 	 20% 20%
 

45% 35%* 	 20%
 

3. Default 	Risk Costs are estimated at 20% of outstanding loans
 
i.e. 	as follows:-

Year 1 Year 2 Year 3 

(a) Default 	Risk
 
Cost 	 9% 7% 4% 

28% 	 16%
(b) Repayments 36%. 


JUA KALI PROGRAM
 

DEFAULT RISK COST ESTIMATES - PHASE: I 

(amounts in 000's) 

YEAR 3 TOTALYEAR 1 	 YEAR 2 


1,375 2,500
LOANS OUTSTANDING 	 2,500 500 


900 	 .700 400 2,000
Repayments 


--1,375 500
Balance 


Default Risk Cost 225 175 100 500
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JUA KALI PROGRAM 

PROJECTIONS OF ADMINISTRATION COSTS 
A CONSOLIDATED STATEiMENT 
PERIOD: 1988/89 - 1989/90* 

Year 1 Year 2 Year 3 Total 

(a) Nairobi 2,860,000 3,150,000 3,460,000 9,470,000 

(b) Eldoret - 2,180,000 2,400,000 4,580,000 

(c) Kisumu 1,980,000 2,180,000 2,400,000 6,560,000 

(d) Nyeri - 2,400,000 2,400,000 

(e) Mombasa 2,400,000 2,400,00 

4,840,000 7,510,000 13,060,000 25,410,000 

Start-up Costs 

(a) Training of New Officers 150,000 150,000 

.b) Purchase of a vehicle 350,000 350,PPQ 

Sjub-total 500,000 500,000 

TOTAL 5,340,000 7,510,000 13,060,000 25,910,000 

Annual inflation @ 10% 
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JUA KALI PROGRAM 

ESTIMATES OF COST PER KM FOR TRAVEL 

Shs. 350,000
1. Cost of a car: 


49,000
2.. Interest @ 14%: 

12,000
3. Insurance Cost: 


30,0004. Maintenance: 


Shs. 91,000
5. Sub-total 


12,500
6. Estimated Travel in Km. p.a. 


7.28
7. FIXED COST PER KM. 

Shs 8.60 per ]itre
8. Petrol Cost: 


Shs 11 k.m.9. Mileage per Litre 


Shs 0.78
10. VARIABLE COST PER KM 

Shs 8.06
11. TOTAL TRAVEL COST PER K.M.: 
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JUA KALI PROGRAM
 

MANPOWER ANALYSIS -
HISTORICAL
 

Loans processed are 170 
(may reach a figure of 200)
view of fund constraint. whereas loans possible to make are 130 in
Analysis is provided below, assuming three different levels of output (130
loans, 170 loans and 200 loans) for the 
same level of effort as described above.
 

1. Branch time per loan (days) 

130 Loans 

3.5 

170 Loans 

2.6 

200 Loans 

2.25 

(449/130) (449/170) (449/200) 

2. B.A.S. time for direct staff 
(days) 

4.6 .3.53 3.0 

(600/130) (600/170) (600/200) 
3. Supervisory Time(Mgr. B.A.S., Mgr. Credit and 

Mgr. Credit & Mktg) 
0.56(1/2) 0.44(2/5) 0.37(1/3) 

(75/130) (75/130) (75/200) 

4. -Participatory and support
staff for B.A.S. as a % ofdirect staff time 21% 21% 21% 

(120/570)
 



JUA KALI PROGRAM 

- BUDGET 1988/89 to 1990/91MANPOWER ANALYSIS 


(Times in Days per Loan)
 

A. NAIROBI
 

1. 	Branch Time 'A' Loans: 


2. 	B.A.S. Direct Staff Time: 


3. 	Supervisory Time 


4. 	Loan Monitoring Time: 


5. 	Participatory and support
 
staff at B.A.S. as a % of
 
direct staff: 


6. Loan 'C' Evaluation 


7. Loan I'C Monitoring 


B. PROVINCIAL CENTERS
 

1. 	Branch Time 'A' Loans: 


2. 	B.A.S. Direct Staff Time: 

(Program Staff)
 

3. 	Supervisory Staff: 

(including B.A.S. Nairobi
 
and Head Offices)
 

4. 	Loan Monitoring Time: 


5. 	Participatory and Support 

Staff for Program Staff
 

3.3 days (652/200)
 

3.0 days (600/200)
 

0.3 	days (60/200)
 

1.0 	day
 

38% (230/600)
 

5 days
 

5 days
 

3.5 	days (449/130)
 

3.1 	days (400/130)
 

0,65 days (85/130)
 

1 day
 

0.15 days (60/400)
 



APPENDIX C 

INFORMAL SECTOR PR0SYAIf)E 

STATISTICAL EVALUAT10. 

1986 19B7 TOTAL 

1.Ruber of applicants 623 357 

2. Total a.cunt of loans 
Averaje Loan Size 

applied for 23,379,506 
37,527 

16,812,301 
417093 

40,191,807 
41,012 

3.Applications: FRE201cy FPEQ-ENICY I FREQUEfiCY 

By Sex 

Iiale5 
Fegales 

42b 
197 

682 
321" 

271 
66 

76 
241 

697 
283 

71! 
29. 

TOAL 623 100 357 iO scO 1001 

Bf Age: 

20  30 
31 - 40 
41 - 5's 
51 - 60 
60 + 
Lr d.c os d 

230 
234 
78 
19 

59 

116.92! 
37.561 
12.52I 
3.05 
0.4B 
9.471 

80 
133 
70 
23 
4 

47 

22.41! 
37.257. 
.19.61t 
6.44% 
1.12 
13.7! 

310 
37 
148 

42 
7 

106 

32! 
37. 
151 
41 
1% 
II 

I07AL 623 1001 357 U0. 980 10C(1,1 

By Loan Aniunt: 

Upto 10,0O00 
10,000 - 20,0o 
20,001 - 30,000 
30,001 - 4,,00 
40,001 - "'0'000 
50,001 - t0,,00 
60,001 - 70j,000 
70,001 - FO,000 
BOI - 51)0,100 
90,001 - 100,50 
100,r01 - I10.00 
10,00I - h10,000 
Above - 120,000 

141 
-153 
B& 
35 
17 
24 
16 
17 
6. 

20 
4. 
3 
19 

T----

22.63! 
24.567 
13.80, 
5.621 
15.891 
3.851. 
2.571 
2.731 
0.96. 
3.211 
0.641 
0.4E1 
3.051 

12 
s0 
53 
38 
V, 
20 
6 

10 
4 

12 
4 
4 

17 

.36. 
25.211 
16.251 
10.641 
22.971 
5.60. 
1.681 
2.60 
1.121 
3.361 
1.121" 
1.121 
4.761 

---------

153 I.% 

243 251 
144 151% 
73 71 

191 lIF 
44 4%. 

22 21 
27 3, 
1o 11 
32 3. 
B 1! 
7 It 

36 41 
----------------

357 10011 980 100

623100
TOTAL 




)IFORNAL SECTR P :MAE C-2 

3. Applicaticas: FREUENCY Z FMEEUENC? I FREQENJCY 

Iy Tribe: 

Kikuyu 300 40.15% 222 62.168 522 531 

Luo 209 33.391h 65 18.21% 273 281 

Luhya 
Kisii 

44 
14 

7.061 
2.251 

31 
7 

8.681 
1.96% 

75 
21 

61 
2 

Kab 13 2.071 13 3.641 26 31 

Suba 20 3.211 20 .21 

Embu 6 0.96! 6 12 

Others 18 2.91 14 3.921 32 31 

Undisclose 5 1.40i 5 I1 

10TTA 623 1J00 357 1001 980 10C1 

By Locatio.: 

Shauri Hoop 85 43.641 85 

Giko~ba 74 11I 34 9.521 103 IN% 

U&oja 
KibEra 

45 
28 

7.221 
4.49Z 

7 
10 

1.962 
2,30% 

52 
38 

5 
4x 

Eastleigh 28 4.475 21 5.88" 49 51 

D~ndora
renyatta 111t. 

15
15 

2.411
24Ji 

49 3.731 -6415 712.; 

Jerichc EtL. 29 4.65% 7... 1.96% 6 4x. 

]nristrial Area 15 2.411 15 21 

jogoo f"rid ktL. 11 1.771 7 1.9% 18 2x 

Kamduhnji 71 11.401 71 71 

Karic'bengi 19 3.051 24 6.721 43 41 

Karengware 
Kariakor 

B 1.201 
9 2.521 

8 
9 

11 
1% 

10Jruma 7 1.961 7 I1 

rlathzre 9 2.52Y 9 19 

Pannani 7 1.961 7 1! 

Uhurua kt. 5 1.401 5 12. 

Undisclrosr, 20 5.601 20 2% 

Others 180 28.891 141 39.50% 321 33 

TOTAL 623 oo 357 fOol 9BO 1001 

By Trate: 

lailoring 135 221 66 18! 201 211 

linsciths 52 6 52 51 

Mechanics 49 Cl .45 13% 94 IN. 

Carpenters 37 6! 32 91 69 71 

BlacLhziths 31 51 B 21 39 4 

Druo Sellers 68 141 ED88 
Grorcrs -26 41 3 2 12. 58 6 
Eetal Voris 15 31 27 el 45 51 

Printing 10 214 10 1 
Food I:iosks 23 23 21 

Vegetable Vend'Drs 10 21 10 IX 

OL ers 167 27% 124 35!. 291 

TOTAL 623 1001 357 . 941 9.80 10 



INFORHA. S .'.. RA1'
 

5986 19B7 TOTAL 

4. Trained Applicants: 

Nueber of trained applicants 
Training costs (Kshs) 
Trained epplicants as 
percentage of total applicants 

170 
407,720 

172 

By Location 

Dandora 
Eastleigh 
Sikotba 
Industrial Area 
Jericho Ut. 
Joao0 Ro2d Ekt. 
Katukunji 
Kenyatte Mktg 
Kibera 
River Road 
asri 

UAoja 
Others 

3 
7 
29 
5 
10 
5 
33 
6 
8 
5 
Aoy24 
10 
45 

1.76, 
4.12Z 
17.062 
2.941 
.5.eal 
-2.941 
19.412: 
3.53% 
4.711 
2.94% 
2.35 

CH 
26.47Z 

TDAfL 170 100% 

ry Trade: 

TaiIorin 
linsriths -
Iiechuti cc 
Carpenters 
Plack5riths 
hetal Vorks 
Electrnics 
Grocers 
Others 

41 
2b 
35 
7 
*0 

10 
4 
4 

33 

24.11 
15.3 
20.X% 
4.1% 
5.9% 
5.9z 
2.40 
2.41 
19.4% 

TOTAL 170 100% 

Sex 

Hales 
Feeales 

121 
49 

71% 
291 

TOTAL 170 100% 

Py Age: 

20  30 
31 - 40 
41 - 50 
51 - 60 
t04 
Undisclosed 

44 
64 
26 
3 
1 

32 

25.91 
37.61 
15.31 

1.8% 
0.61 
18.0% 



------------- ----------------- ------

1HVF.AL EECTRP pM"IRM

I'io 15.67 

5. Pecvmended and Approved Applicatians: 

Nutber of applictions ePproved 

Approved arplications as percenta.e 
of total applications 

Approved .applicatiCn as percentage 

of trained applicants 
Total atount of loans approved
 

lAs at 12th January, M1%) Kshs 

Atverave size of approved loan.; (shs) 


Largest loan (Kshs) 

Stallest Iean (Kshs)

Total ovsrdraft-s approYed 


Lergest overdraft KEs) 

S.llost ov.erdrait (KNshs) 


Approvals by Loan kiount:
 

Upto. - 10,000 
10,000 - 20,00020,001 - 30,001~9 

Above - 30,0C.0 -----

TOTAL 

By Sex 

... . 
FeaI c-" 

TTAL 

1ky Age: 

20 - 30 

31 - 40 

41 - 50 

51 - 60 

60 4
 
Undisclosed 

TOI.L 


6.Disbursed Loans 

Nue.Nar o-f lons disbursed 
(s it. 12th Jaruary, 1E,3) 

Acount of loans disbursEJ 
IAs at 12th Jcnuary, 1SM.) E',siS 

Average si:e of Ic2n disbursed 
U;s at 12t, Jau'ry, I 3.

7. Lon.est repqynent cricd.; 


Shcrtcst rEpay..rit pEriod 


76 

81
 

76 

16 
32 
14 
1 


3 

76 

812000 

19,591 

3 ler; 
I Year 

1,445,731
19,025
 
61,500
 
71000
 

207,5,00
 

5,000
 
2,500 

9 1,3% 
39 51.3% 

25. 0 

76 100
 

50 •5. 
26 34.2% 

100% 

21.11 
42.11' 
18.41
 
1.3% 

71 

100 



INFORMAL SECTOR PROG61riE
 

A. DISTRIBUTION OF APPLICANTS TO BRANCHES
 

1986" 1987 IDIAL 

FREQUENCY I FREQUENCY I FREGUENCY I 

I B.A.S 165 26.5% 0 *.O% 165 16.91 
2City Centre 75 12.0Z 51 14.31 126 12.91 

3 Eastleigh 0 0.01 56 15.71 56 5.71 
4 Industrial Area 59 9.51 11 3.11 70 7.11 
5 Kenyatta Avenue "0 4.81 37 10.41 b 6.81 
6 Vipande '4ouse 34 5.51 40 11.21 74 7.61 
7 K.I.C.C 13 2.1% 26 7.3Z 39 4.01 
6 IIashariki 0 0.01 27 7.61 27 2.6% 
9 oi Avenue 122 MQ.61 25 7.0% 147 15.01 

|0 luindi tbingu 12 I.9z 16 4.51 28 2.91 
11 River Road 48 7.71 16 4.5x 64 6.51 

12 Sarit CEntre 10 1.6% 16 4.5% 26 2.71 
13 Tot 9boya 55 8.8X 36 10.1% 91 9.31 

623 100.01 357 100.0% 980 100.01 

D.1RAINED APPLICANTS BY BRANCH1ES 

I1aaber Irained Nueber Trained 
troa Franch Fro% Branch 
ias percentage of As percentage vf 

Allocations "1urber. Intel ApplicentE Applicants ;1Inc[tc 

To Cranch Trained Iraiaed To Branch 

ILA.S 165 50 29.41 30.31 

2 City Centre 126 21 12.41 16.71 

3 Eastleigh 5b 0 1,.01 0.0l , 

4 Industrial Area 70 10 5.91 14.31 

5 Kenyatte Avenue 67 8 4.71 11.91 
6 Kipinde House 74 6 3.51 8.1% 
7 K.I.C.C 39 5 2.91 12.81 

9 Kashariki 27 0 • 0.01 (.01 
9 oi Avenue 147 34 20.01 25.1% 
0 Nuindi Nhinqu 28 4 2.41 14.31 

11 River Road 64 9 4.71 12.51 

12 Sarit Centre 26 " 4 2.41 15.4% 

13 It's Kbofa 91 20 11.6% 22.01 

9o0 170 I00% 171 



INFORMAL SECTOR PACGR MME 

RACtIESC. APPPOVED iPPLICATIONiS BY ERP 

FREQUEtCY 

I BA.S 0 0.0%
 
11 14.57
2 City Centre 

3 Eastleigh 80 ')
7 9;214 Industrial P.ri 
4 5.3i5 Knyatta Avent 
3 3.916 Kipande HouEe 
3 3.977 K.I.C.C 
0 I0O\N9 Kas1hariki 

22 28.919 Noi AvEr ue 
1 1.3%10 Kuirldi binou 
7 9.21I!River Road 
2 2.6212 Writ Centre 

16" 21.1113 ID tbaya 

76 100%
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Appendix O
 

JUA KALI LOANPROCESSING OF A 

(a) Present StatuR
 
out.
 

to DAS and is asked to fill 
comes
Applicant
Option 1: 

the :simple one-page form
 

to a given Branch office 
and is 

Dptisfn 2: Applicant comes form or is instructed
simple one-pageout theto fillasked 

to go to OAS. for the applicanta timethen schedule -some branches 
to return for an interview , form to PAS 

send the col¢,lP} e t e d simple
-soine branches 

o n " "allocat i to the proper Branch. either turnedfor applicants are 
-at presenLt, most of the 

will not be 
that their applicationsare toldaway or oif the'tiimits of

time becausefor a longconsidered 

mne d
(b)!-cJ' -jcn
 

the simp-th forms 
now cnsiderinq),what BAS is

Ideally (and 
out at the branch. and processlng. should 

0|ould be; fill'd (f th~e form shouldA copyat that level.
begin imme:clCiately ation purposes rand

inForcentra.izCdbe sent to BAS for 
of Branch .performanrce.monitoringsubsocient 

the ,ranches,the forms fromreceivedcW.hon IAS !nit-ia-)y rough geogrZalphical
to divide them up into 

they decided 
L the Once theBranches."alc Oca tiin" to 

areas for branch a computer
BAS sent eachmade, notallocation was them, but d-id 

of the applicants assigned to 
printout applicants.thewhat happened to .total of 
tell them 


cif the
 
BAS sent a letter to each one 

time,A't the same 
them which 'Branch they should go to 

applicants informing 
fot. further processing. 

(b) RecomnCIdat'Io1 
the applications an 

status of all 

1. lAS 'should update the to enable them t 

to the Branchesthe information tocirculate submittcl
informed on the app-ications

-be b.tter 
BAS; r:ight anstwers to app:i.c:arnits; 
-be abLe to provide the 

and 
-be able to plan future processing of applJ.cioTJns. 



2. In the future, applications received directly by the 
to the branches receivngbranches should be assigned 

change. (relocation -to a different branch, For 
them.' When a 


example) is considered desireable on the client's request 
the relevant branch 

or because of load redistribution, 


should be promptly inrormed by SAS.
 

Stace.3 

(a) Present Status 

The client comes to 	 the Branch. for Further processing. 

give them the first questionnaire-some branches 
to with instructions to

(Annexure 1) complete the 
as soon as it is filled out.

return it to the branch 
branches conduct interviews with the clienLf. and 

-some 
then ask them to complete 	 the! questionnaire. 

time interview with 
-s crm branches schedule a for an 

the client.
 
-solne branches; fill out the questionnaire during the 

with the client.interVeW 

Onc:e the Branch advances ofi.c:er has rvic.ted th~c First 

and has had the opportunnity Lo intrview lhe
questionnaire 

visi-t the business .1i te.
clien t,hc then dcec:ide's to 

-some branches ask the c.li-ent to comple te the Jorkbool" 

(Annexure 2) b;fore 	 the s.ite visit. 
visit the client and present him/hcr-some branches 

in order towith the workbook during the site uisit 

assist them with any flUestions they might have. 

the only those client.s -sonc branc:hes give wcrkbook to 
the site visit.they deem accept'able after 

(b) Recommendat'ion 

The lijost effec:tive use of 	these Forms seems to be the 
I immediatelyfollowin.rig: 1) Give the appli~cant Annexure 


following the initia'l interview if he/she is Found
 

Ask the applicant to return the questionnaireacceptable. 
to the branch as *socin as it is completed. When a client is; 

unable to complete the form' on his/her own, the branch 
interview with the

stiff should compiete 	 it based on an 
the business visit, if the bank

clicenl:. 2) Following 
fec-;s the need For additional i.nformwattin, s/ho may

offic:cr 
for further questioning. 	 If not,

use Annexure 2 as a guide 

should only fill Out Annexur'e 2 upon
the applicant 

will al.ow theccimplecion cf the training course, This 
the skills learned during 	training ard

applicant to apply 
will cut down on the current waste of. photocopied mal:crials. 



Stage 4

(a) -Present Status
 

.Once the Branch advances o*ff icers have collcccted and 
reviewed the questionnaire and the workbook, have completed 
an -initial client interview, and have mace a site vi,.it, 
each. client's application packet is passed through the 
Branch Manager For final selection. Those who are approved 
by the Branch Manager are then sent to BAS For training 
s'el e c ti c n. 

(b) Recornirjendation 

The branches c:ould be given theC authority ant 
to approve the loans and rnakc! any.changes.responsi:iaity 

they dcern necessary wi thcut refcrring to BAS.- Although 
tothis runs the risk of encouraging Branch rnanagc;rs favor 

of others (eq:certain types of cients at the expense 
relatives or ;.ribal preferences), most have indicated a 
thorough understanding and support of the Jua Kali 
objectives. This would cut back considerably on the' time 
and adini 5.trat VC! (:osts curcrlntly. shoul.dereod by IlAS and 
firustraLing rmany of, the clients. 

The VAS ro'l.c;, then, would be as coordinator (of the training 
programs and as periodic inonntor of the individual 
branc:hes., The. 1,AS rolte as final. dec) s.on--maker in all 
aspects of the progran Jas (-!;sent.al in the program' s 
initial stages arid will. again be essential if the progr- ra 
is expanded, but once the branches understand the Jua Kali. 
objec:tives and their 6wn respor,sibili tis,. that authority 
should be clispersed. 

jtgqe 5 

(a) Present Status 

SAS waits for enough applicants to be compild in th'ir 
office to make up a full training session (approximately 20 
participants each). Once comp'lled, VAS then s.ends leLttrs 
to each individual applicant informing them of the 
scheduled training session and asking thie:i to respond. It 
then arranges for a consulting firm to put on a training 
sess1Ion. Responses 1us1;t be received from a large enougli 
group before the training can be carried out. 

(b) RecompmendaLion 

Training programs may bc! scheduled in advance once 
sufficient response for the program is e,;tabli1hcc iri eacti 
area. As and when an aplic:ant is s.cec:ted to be tL f'o' 
training s/hce may be asignd a slot in tho earlioet 
train'ing course pst; i b. 



St:age 6 

(a) Present statusq
 

the two-week training ourse. During the
Clients go to 

the clients' businesses are visited by the
 course, many of 

of the participants 	at theirtrainers. Vintage visits each 
individual recommendat:ic'fns for the

business sites and gives 
Undugu only visits a fewimprovement cf their business. 

but has. other 	participants accompany
selected participants, 

as as to solicit 	 their recommendations and commentsthem so 
Well. 

At the end of the course, the participants are usually 

of the next step, which is to return to BAS for
inFormed 

pro-forma invoices, 	 contactinginstructions on obtaining 
steps which will be 	 necessary in

supplier's, and any other 
obtaining a .o1cn. 

(b) R!commcnncflticLn: 

by using three
1. 	Al.though the competitLion qeric*rated 

to provie training is healthy and shou'Id be
argan'izations 

nls..c, further the cevelorImierlt of thecc€nt:Iilued, [A1.. should 
Lraining program by coiLnbining the positive aspects of 

From eac:hexis tir, g rrograms; and obtain mod.ifica ticns 


accor-ding to the resul.ts.
 

on each2. 	 Rcquire each train:ing course to report 
being done byindividual participant, as is currently 


Vintage

should inform 	each partic:ipant oif3. 	 The training courses 
Fo2low-up of theirthe need to contact the Branch again For 


app-ications and other steps required to obtain the loan.
 

should inForm 	 the participants that4. 	 The training course 
in the course does not automaticallytheir participati.on 


'lead to their obaining loans.
 

Stage "
 

(a) Present Status 

and obtain instructions o, obta:ining.Clients must go to BAS 
all ncssary papers and information For purchasing 

equi pmen, :. Once these arc colloeted, they must return Lhc':; 

are any prcoblerns ujithto BAS for examiniatior. If there 
supp.iers or the pro-Foriria invoices, it is usua.lly M!;. ILI 

who tri s to solvu them. 

2U
 
L 

http:participati.on
http:resul.ts


(b) Recommendation 

This task will be difficult to reassagn to r 
it would appear that re assignment would be morealthough 

In view oF its criticaltime and cost eFFective. 
importance in the disbursement procedures, this task should 

be pcrformed by Jua Kali Program sLaff at OAS or in the 

provincial capitals, as applicable. 

Stage 8 

(a) Present Status 

out in a givenOnce all the problems have bceen ironed 
the BAS Approval Committee convenes to gotraining group, 

over each 3oan applicat-ion package (p- ro-fortma invoice, 

workbook, branch recopmC!RviCc-ation trainingquesLicnnaire-, 
there areo usually two or 

report, e t al). At this stago., 
(Lhe

thre.. applicants who are deferred. for various reasons 

suppl ler didn't provide the right machire, the c:li.ent has 

another loan pending, etc.) 

(b) iRocctTmI.D.atiofn 

canThe present s.y;tem should cont:inue until the Irarchcs 

'be assigned credit authority based on rexceptionnil 

perforimance. Ey ass:icn-ing cred:i 1: authr-ity to t.he 
be ,lirinaLe&. Thc! BranchesBranches, this step could 

to undertake..could then formi comr:it'.tees at the Branfch :ievel 


this task.
 

Sta e 9 

(a) Present Status 

are sent to llea.d Credit Office forThe application packets 
final approval. Head Credit Office reexamines all of the 

above for each applicant and then records 	its final 
noted that thereapproval in a central book, It should be 

no rej ecti'ris to date of any of the applicationhave been 

packets sent to Head Credit Office.
 

(b) Recouirmmendat.icrn 

8 are applicable.Tho observations made in Stage 

Stage 10 ; 

(a) Present: Status 

are sent back to DfS to then clistribuL.Application packets 

to the respective Branch oiffices.
 



Stage 11
 

(a) Present Status
 

Branch*Offices contact the client to Inform them of the
 
approval and explain the terms of the loan.
 

(b) Rcoimim*endation 

This step should continue and branches should at this stage 
explain in detail the commitments the client is entering 
into -- working of an overdraft account and a loan 
account. Further steps necessary to complete documentation 
prior to disbursement should also be explained. 

Stage 12 

(a) Present Status
 

Loan docuinentatdon is completed uiLh tihe assistance cf 
internal aatowuers. At times, the client is unable to. 
provide a c:hattels jnortgage and the lawyer may delay the. 
preparation oF loan Oocuments. 

(b) ( cojrincncA ti Co 

1. As already wertioned earlier in tl ,sreport, the 
alternatives to chattels mortgages should be explored at 
the initial stages of the loian proces.s 

2. Any document-ation which is standa;rd should tie completed 
internally to save time ... 

3. For working capital loans, a mere loan agreement may Lie 

adequate.
 

Stage 13
 

(a) Present Status 

The loan is disbursed directly 'to suppliers wherever 
to ensure that the funds are used For intendedpossible 

purposes. 

(b) Recornnendati'on 

1'rescint system should be contnued. 

f2 
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Stage 14
 

(a) Present Status 

Visits are not gcnerally mad.e to th client's premises 

aftcr loan disbursement to observe the impact of the loan 

on sales, capacity, stock levels, employment generation, 

and ztuailabiiLy of equipment Financed. 

(b) Reconmendaticin 

1. *ft least one visit should be ficlde by . 

officer within three months of disbursement of the loan 

2. 	 The cient's bank statcenents should be regularly 
-cviewted" by the Brarich advances officer. Observations 

indic: ing problems should he discus.:ed with the Branch 

Manager ancl Follow-up-action initiated by visiting the 
clieit Is premises and holding discussions jith the 'caient. 


