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.and provldos speclal opporfunlflos.'f‘uany have confrlbufed In
. Ttull " measure -fo ‘the " legacy ~of the "Rural Prlvafc Enferprlse”
w:gProJecf ‘as Deloltte -2 Touche ‘flnallzes 'Its ‘Involvement. .-1f “we"
- ore to talk about o handing over, 1t is primerily to the hundrodf
- 'plus sub~ borrowers who have RPE loans and .to the dbranch uanagers,‘
"gsnall business unlfs and fralnlng lanagors In the parflclpeflng*
*;banks
" the need to ‘lend monsy on”the basls of "the viabllity of the”

projecf.

PROJECT MANAGER'S FOREWORD

Erlc Zollman, USAID/Kenya Deputy Dlrector, sald durlag his
presentation on Aprii 18 1991, +to +the Amorlcan Buslness
Assoclatlion +that +the USAID RPE ProjJect has accompilshed the
simost miraculous task of lending $19 milllon durlng 1990/91, the
last year of +the project, He was acknowledglng the enormous
desire of Kenyans to achieve a greater degree of prosperity and
the work that had gone Into creating an environment and providing
the services necessary to aliow Kenyan bankers and entrepreneurs
to take advantage of tralining and credit mada avallable +hrough
deve lopment asslstance.

It was s graflfylng acknowledgolonf.._;. . ;g

To vrlfc the Flnal Report of o projocf .that has had lany playors’
and @ relatively long 1lfe span glvo: Spoclal roSpOﬂ$|b||lf|0$

he repayaenfs, fho conflnulng lnferacflon, ] focus ‘on

project “and not ‘on securlity alone will .be the measure "of the”
susfalnablllfy of medium term lending In relation to the RPE -

Tho challonge will tle In contlnuing the momentum and satisfying
the demand that RPE has helped to create for longer term loan .«
funds to inltlete saall and medium slized enterprises. The |
challenge must be met In several ways:

. By Implomentation of Government of Kenya pollcy declsions,

. With funds to make an RPE Revolving Fund a reallstic
optlon,

. "7 With other donor asslsted credit schemes that provide the
first step for those who would otherwlse have no access
to credit,

. 8y Inltlatives within banks and viable ftinancisl
Instltutions, ’

. And primarily by the contlinued Initlative, creatlvity,

anterprise, optimism and hard work of Individuals who are
wllling and eager to Invest and produce and do busliness
In Kenya today snd In the future,
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" Touche/Deloltte Heskins ' & Sells, especlally ‘those “In ‘the
. management unit, have Insplred me., - Justus’ Omolo fron USAID, nlfh‘
_;auhon l uorkod closely. ls ro-aubored and nlssod. :

jk speclal fhanks joosito Holly ilse,w
j*Offlcer. USA!D/Kenya,‘vho supportod RPE fhoughou?.

~4Thanks also fo Robln

'oaﬂs

“stlmulate economlc groufh "and Improve llvlng standards - ln fho‘

The flhal roport deals with the small corner of this challenge
tackied by the technica! assistance rendered through the Rural
Private Enterprise Project slnce 1983,

| thank all of the people who worked with dedicatlion to achleve
full utlitizatlon of the RPE {oen funds and to Increase awareness
ot good buslness practices and the role of medium term credit in
enterprlse development. The support and encouragement of +he
Director of U3AID/Kenya and the Offlce of ProJects, Indlviduals
In the Government of Kenya, the Centrsl Bank of Kenya Chlef
Banking Manager and hls staff, committed commerclal bank staff at
headquarters and branch level, sub-borrowers whose oentire
Iivellhood 1Is Illinked to the businesses started or expanded
through ~an . RPE 'loan and my colleagues at Deloltte &

[ Sy

M ] 'ond‘?o ‘Andrew, Haldla{
end . Jayne Booker, th iFleld and ProJoct Dlrecfors”respecflvely 53
who ‘provided ‘guldance and 1 :

dononsfrnfcffu_ .yéonflnulng neod.x‘ﬂRPE can today .
ldenflflod as a. fororunnor for the k!nds of dovolopuonf needed fo

I990's. _Tho contributlon snd the lapact are unalistakable.

Barbara Robin Steenstrup
Project Manager
March 1990 = Aprtl 1991



[ b INTRODUCTION : ‘

The contract between USAID and Deloltte & Touche for support
services to the USAID Rural Privete Enterprlse (RPE) Project

ended on March 31, 1991. Dlisbursement of loans approved by that |
date and relmbursement from USAID can taeke place until December

31, 1991, .

——— —

The Agreement between the Government of Kenya and the United

States of Amerlica was signed on August 25, 1983 and has been

amended by ProJect Implementatlon Letters between GOK and USAID, |
The coantract between VNSAID and Deloltte & Touche was signed on

May 1, 1984 and has subsequently had six amendments Includling two =~

, . v extenslons of one year each., Four sub-confracfors} Dololffev'ﬁ
O ' . Haskins 3 Sells, Internstlanal Executivo Service Corps . (IESC),"

——
TN H

13} 5 L American Manufacturers Export Groups (AMEG) and Technosorvo, -have
}ﬁg- _ ' carrlod out work undor fhe prlae confracf. E e :
.,u:}':?, - .- e OO L . ) ‘

e The flnal roporf and Ifs appendlces ulll prllarlly ?ocus n th

iy lessons iearned fhrough fhe acconp|lshmen+s of thls proJocf, ho{
,“consfralnfs uere dealf wlfh. nofhods of work and recouaendaflons'k

'suanarlzed sephrafoly ln Chapter 14, ¢
acflvl*les ‘of " the perlod CApril 1,

B Dafa for fhls reporf has been conplled by fhﬂ RPE Hanago-ouf Unlf};
R consisting of: _ L BT

Barb ara Robin S$teenstrup, Project Manager, Delolitte 3
Touche/Washlngton, Kimanl C. Njuroge, Assistant ProJect Manager, - - .
Deloltte Haskins & Sells/Africa and Ruth Gathoe, Adalnistrative ol
Assistant, Deloltte Haskins & Sellis/Africa. The report has been
written by Barbara Robin Steenstrup and reviewed by the Project

and Fleld Directors.

This report may be distributed without any restrictions while the
speclal studles, pipeline reports, feasibllity studles and other
papers prepared for Individval banks or gub-borrowers remaln

[d
- [ conf ldential In accordance with good banking and busliness
A A practice. :
f{ 3: . Our appreclatlon goes to all those with whom we have worked over
B - ) the years for thelr cooperastlon which faclllitated the

' implementatlion of the Project.
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. Rural Private Enterprise Project (RPE)

Providing lang-lerm loans and technical assistance to rural private enlerpnises inKenya

P.0 Box 40092
R . . Nawobn, Kenya
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Telegrams Dehands, Nairobi
Telex 22966 : .
Fax254-2-743488 ;
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Aprojecifunded by U.S. Agency {or International Development
. Impiemented by Deloilte & Touche, USA,
z with assistance from Deloilte Haskins & Sells, Narabr, International Executive Service Corps and Amerncan Manutacturers Export Group, Inc



a The chapfor 1s organlzed as follows.

TSProJecfA oscr]pflon B

RURAL PRIVATE ENTERPRISE (RPE) PROJECT
FINAL REPORT
EXECUTIVE SUMMARY

Thils Executlve Summary Is more comprehensive than Is usual for a
chapter of thls nature. It Is meant for those who are primarlily
Interested In the lessons learned from RPE. It deals with the
Informatlon and Issues that we have found to be most sligniflcant
to the Implemaentation and ultlimate success of the project., Over
the last six months, as It became clear that RPE would come to0 an
end, bankers, dovelopment workers and organizations that hope to -
learn from the RPE experlonce hava requosfed fhls lnfornaflon ln

8 varlety of vays. o e : . :

?AProJocf Doscrlptlon T

The Rurel Prlvafo En?orprlso ProJoct (RPE) vas ostabllshed ln{,
1983 under “an Agreemcnt betwoen the Government of Kenya and the
Government of the Unlited States of Amerlica represented by the
Unlted States Agency for International Development (USAID). The
Agency provided US$S 24 allllon for on lending to entrepreneurs.
faltlally a loan to GOK, the funds were channeled via Kenya's
Minlstry of Finance (Treasury) to the Central Bank of Kenya (CBK)
and lent to particlpating commerclsl banks at a rate of 125.
Each loan consisted of & 2/3 contributlion from USAID funds and
i/3 from the partliclipating benk.

The participating banks were Barclays Bank of Kenya (BBK), Kenya
Commerclal Bank/Kenya Commerclal Flinance Company (XKCB/KCFC) and
Standard Chartered Bank (SCB), They were allocated $8 nllllon.
$12 mllllon and $ 4 milllon respectively.

USAID also allocated over the entlre term of the project,
Including the two one-year extensions, the amount of US$ 3.9
miition for management and support services.

After conclusion of the project contract on March 31, 1991, the
repayment funds are to form s reflow fund for contlinued lending.
It wlll be sometime before there Is a slgnificant bulld up of
these funds., The $ 24 mlillion constitute part of the debt relieat
poackage currently being Implemented by the Unlted States!
Gover nment,
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The deslign of the project was based on the awareness by GOK and
USAID that the private sector Is the best means of attalnlng many
deve lopment objJectives, The RPE objectives ware as follows:

To Institutlonallze longer term lending In Kenya's
flnanclal sector for the purpose of glving businesses
time to become established before faclng debts and
liquidlty crises;

To offor the wldest number of rural borrowers credlt for
establ lshment or oxpanslon of off-farm enterprises and to '
»provldo fhen vlfh -anagouenf and fochnlcal sorvlcos. e

To lncreaso Olploylon‘l', . :

e O xconfrlbufa f‘ rurai/urban ';~-_.;ba_lanc_o_
;:~ devolopnenf.,'-' < S

RPE ls fargofhd ‘to oft’ farn enferprlsos basod’oufsldo Nalrobl
-and Mombasa.  In addition  to- .the edninlstrative and economic
feasibllity requlrements normally applied to loen appllications by
banks, to qualify for RPE assistance & business must meet ot
least one of .the following criterla: B

_ creats employment;
be export orlented and/or for Import substitutlion;

provide more markets, Inputs, processing or services for
agricultural or other rural productlon based on locsally
avallable Inputs,

As exceptions, the following proJects can be assisted anywhere In
Kenya:

enterpr lses engaged In agri-buslness
projects with strong Jinkage to rural areas,

As 8 pre-condlitlion, borrovers must be ellglble to borrow under
Exchange Control No. 19, and Kenya cltlizens must have managerial
control.

The RPE Project at [ts Inception In 1983 noted that women should
beneflt from the project. At that time Incressed employment of
women under the loan crilterle of Job «creation was malnly
Iimpiled. Statlistlcs on the number of women employed by
sub-borrowers as a dlrect result of thelr RPE loans have been
kept.

As understandIng of women's Importance to the economy has grown,
thereo has been an effort to encourage women enterpreneurs to make
use of RPE funds, training and management asslstance. In
addltlon, the particlpating commerclal banks are being encouraged
to make thelr mapagers and credlt staff aware of women os
potentlai borrowers.
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Support services

Support services were provided through @& Managemeni Unit
estapllished by Deloltte & Touche as prime contractor and Deloltte
Hasklns and Sells/Africa (DHS/A), International Executlive Service
Corps (IESC), the Amerlcan Manufacturers Export Group (AMEG) and
Technoserve were sub-contractors.

These services comprised:

~Foaslblllfyﬁs+udlos

*Trelnlng of bank s?aff and sub-borrouors

rﬂanagemepf ln!ormqflon sysfoms (Mls~ '«ixy“‘
'SPeclal s*udles T e

Asslstance to banks
Promotion

Direct management asslsfance (DHA) fo borrowors

Monlforlng ”-.f“ SR
‘Procurement of equlpmenf e

jTo ensure fhaf fhe flnanclal
g?raallzo the' gools of RPE. selocflon of perflclpaflng banks vasr
based on: :

*

|ntormedlar|os had fhe capac

dedonsfra?lon of flnanclal and admlnistrative soundness

ablility to lend or the willingness and capacity to
develop the ability to lend to rural bdorrowers

ablllity to provide busliness advisory services +to
sub-borrowers

BBK, SCB, KC8 and KCFC were selected becsuse they had networks of

at

least 15 rural b:anches. Thelr commitment to lend to rural

areas .xas demonstrated by the geographlcal distrlibution of the
sub-loans, and the fact that they contributed one third of the
total RPE credlt to the sub-borrowers.

KCB now has & fully fledged Business Advisory Services (BAS) unlt
that wundertakes feaslibllilty studles and provides a range of
services to the target group, BBK has developed a Small Buslness
Unlit that co-ordinates all RPE activitles and other targetted
development credlt programs. Although SC8 has not yet developed
a simlilar Unlt, the offlce of the Senlor Credlt Control Manager
operates as a focal polnt for RPE loans,
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2.1.5

,’Tourisu/ﬂdfols
_Minlng and quarry

"Ng_to;_,__Loons_ con qualliy on basis of more than one criterion,” ’

Lendling Statistics

Total Loans Apbroved

The total number of loans approved under the progran was 113 and
can be summarized In sectors as follows:

Sector Number of Loans ! (rounced)
Agrl Buslness 54 47.79
Menufacturling

Service Industry

Bulldling and construction

ob creaﬂoh Cigg T

.;‘Forex oarnlngs ’ S el 38
j narkef Developmenf//\grl »u,;n“, . 60

Number of loans by sl ze

Loan amounts

Slze (KShs) No KShs'o0g Value of £ toial
Loans up to 350,000 19 5,99 0.5%
0.35m + -~ Im 17 10,9 07 1.3%
Im (+) = 3a 24 42,270 5.1%
m + - I0Om 29 152,056 18.6%
iOm -+ - 20m 12 - 187,138 - 22.8%
Over 20m 12 423 ,315 53.1%
113 819,635 100%
Loargest loan KSh 60 miliion
Smallest loan Ksh 92,000
Total (USAIU and Bank) Kshs 819,635,000

Employment creatlon

Total number of jobs created Is 5,568 of which 993 jobs are
repor ted to have gona to women. The flgures are not completa In
that many sub-borrowers dld not reply to our request for gender
disaggregated data,

o
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2.2.1

2.2.1.1

- was not actively promoted by branch staff,

2.2.1.2

2.2.1.3

hThaf‘ osslsfanco to fhe rural seci'or' ls Iong feru ln nafure ls s

_the exlsfence of fhe RPE Opﬂon for lendlIng raqulred attftude *

lﬁﬁﬂthanges ‘on the part of ‘bank sfaff. 4t required thelr’ examlnlng 5
" the’ content and ‘quality of 8 buslness venture closely and - no1~ B

" Just ascertalnlng that there was sdequate securlty .in case of

‘fhe<full ‘credit rlsk under RPE. - _Inltlally, .The respecflve*

Major Issues and Lessons Learned

There were a number of major lssues, problems and constralnts
that oaffected the pace of project Implementatlon. The lessons
learned from deallng wlth thesa Issues can provide a basis for
planning, deslgning and Implementing credlt schemes in the future.

The 1ssues Jllnked to development asslistance as & whole and are .,
covered flrst.

Utlllzatlion of RPE funds vas Inltlally slow because:
- Ru. al sector assistance Is long tera In nature.
- Beneflclurlos vere nof Involved In pro,)ecf doslgn.

deve topment axlom, RPE was |[nltally to have been a flve year !
proJect, which In this context !s relatively shor%, . Processing -
loans under RPE or even making pofenﬂal sub- borrouers svare of

default., The loans were consldered hlgh risk, and the bank tore’

a

headquarters were not enfhuslasflc, and lendling under fhe proJoci‘

LA et

Much of the time during the flrst three yeers of the project _' e
Iavol ved ‘establishing systems et the Central Bank for tracking
loans and In planning and designling ftralning for bank staff.
Lit4le was done to Inform potentlal sub-borrowers about RPE
dlrectly.

Dlalogue with government should focus on the econoamlc environment.

Even more baslic was the fact that the beneficlaries were not K
Involved In project design and planning. The project was
designed In a dlalog between Governments. The specifics of the

project were then presented to the banks for Implementation.

Nelther they nor busliness people had bee1 consulted as to their

needs and preferences for credlt.

Government f!xed Interest rates and c.2Jlt cellings have been
constalnts. ‘ C i

inltlally the rate was fixed at two percent under the commercial
lending rate. The banks felt that RPE was not profitedle. They
borrowed the money from the Central Bank at a rate of seven
percent and wers to on lend a8t a rate of twelve percent
inltially. The spread of flve percent wass not attractive enough
to justify the additlonal adminlstration tlime and the percelved
risk Involved. )

After some delay, lending at current market rates, l.s, presently .
195 for lona term loans, was sanctloned from January 1990. The

»anks thereafter also borrowed et the market rate from CBK,

currenttly 12%, giving a spread o! seven percent, The e’fect was

dramatic, There was greater enthuslasm to lend under RPE. It \
had become profitable for the banks,



2.2.1.4

Simllarly, GOK credlt celllngs, Imposed to meet IMF condlitlions,
which requlre banks to depos!t on non Interest bearing accounts
at the Central Bank, 20 percent of any amount lent over set
limlts, hampered RPE for some time. A number of attenmpts were
made to exempt loans made under RPE from the cellings, but formal
exemption was never forthcomlng.

Incentives had |little lapact, ond the overseas procurement
facllility was not attractive.

There were two aspecvs of RPE whlich do not seem to have had much
Impact on Its success. The first was an Incentlve payment fto

bank branches that made smal! loans. Incentlve payuenfs__wero‘_,':"'

made on Joans under the Kenya shllllng value of US $75,000. Thqi.‘

‘Incentive payment was (0% of the value of the loah. up to o

maxlmum of Kshs 35,000, The amount was credited to the lncou'e‘of

the particular branch. This Incentive did ncf seem ‘to’ play ‘any
‘perticular role in Increasing the enfhuslasm of sfaH to make

small loans, “Wlth hlndslghf It would have bean more eHecflve to

«“ reward -Indlviduals who’ processed many . RPE “Joans, , Theseﬂ’

" Incentlves could have faken fhe toru of recognlflon and cereer
’ advancemenf. . . . L _ . ,

" The socond aspect was  ‘the . 6vérsoas procurenenf facl l Hy.

Described as +tlIme consumlng, difficult to edminlster . and
bureaucratic, only nlne loans out of the total were ‘used In this
manner, Many loans were used to procuro equipment of forelgn
orligln, but the sub-borrowers greferred to buy on the local
market In Kenya shilllings.

This faclllity also affected the way In which the funds had been
sllocsted, reserving a certaln amount In US dollars for this
procurement. |t was thanks to last alnute efforts by the USAID
Project Offlcer In Nalrobl that those tunds were released for
lending In Kenya shillings. {If this had not been the case, the
project would have had several milllon dollars less for lendling.

5 Banks are commerclal not soclal Institutlcns.

Flnally, 1In respect of baslc lessons, It must be stated that
banks are commercial, not soclal, Institutions. Just as the
Interest charged had to be hlgh enough to make RPE profitable so
loans had to be based on sound business ventures and adequate
securlity tendered. ’

That sald, however, the banks, especislly through the services of
thelr Small Buslness Units and Buslness Advlsory Services have
Incressingly demonstrated & sense of corporate responsinlllity to
Improving the economy of the natlon by assisting the small scale
enterprise sector. They adminlster a number of different credlt
schemes funded by development asslstance donor organizetions sand
are more and more wllling to cooperate on schemes that target
flrst time wusers of commercial credit. When asked their
motlvation, the reply has been that It Is an lInvestment in the
future, In bullding up good will an3 In cultivating & new
category of customers.
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2.2.2

2.2.2.1

2.2.2.3

’,smaller onforprlsos and nof deplo'l'e 1he Fund.

“'The enormous number “of appllcaflons “for loans +o\ small scale
‘enterprises "that could ‘not be accommodated when flne and money
‘ran out amply demonsfrafos that fhe larger loans vere not cruclal'
;fo full dlsbursemenf. . : : » : S

'ngher londlng rlsk uusf be shared.

2.2.2.2

The second category ot !ssues, problems and constralnts are those
specific to the RPE Project. All were dealt wlth and most of
them remedled In |lght of exper lence.

The effect of larger loans has been under dlscusslon.

Intervliew responses durlng t+he November |990 Revliew on the
Posslble Establlshment of an RPE Revolving Fund showed that most
of the larger enterprises, l.e. the 24 loans over Ksh 10 mililon
each, could most Jlkely have borrowed on thelr own,

It must be stressed, nevertheless, that these loans also
fulfllled one or more of the criterlia for borrowing under RPE and .
that they were responsible for creatling et least 3,55 Jobs,
according to our less than complete statistics. S

The RPE Revolving Fund Rovliew recommended, that loans from ‘rh'e
future Fund should be maxiaum Ksh 10 ullllon ln order fo asslsf

IEPY ‘ -

'The percelved rlsk In lending under RPE ves @ problem. Lond‘lng »

to nev undertaklings or to borrowers wlithout a clear track record
was “consldered risky., One hundred percent of the risk Is borne
by the bank In that repayment has to be made to the Central Bank
regardless of whether or not the sub-borrower repays the loan.
On the other hand, banks have not eased normal security
requirements, The risk eleme:.r that seems to have had a greater
effect was the reluctance of branch managors to approve loans
that may have reflected badly on thelr balance sheet or thelr
Judgement. When, for example, BBK's Small Buslness Unlt began to
assoss loans together with the branch, the wllllngness of branch
staff to handle RPE loan applications Improved.

Because understanding longer term lending was a gradual process,
training contributed to COMMITMENT In tending.

At the beginning of the project, longer term lending was not

understood. The benefits of the grece period and repayment over
a greater number of years which allowed businesses tIme to get
established and cope with llqulidity problems before belng faced
with debts appear obvious. But It was only gradually. through
tralnlng and discussions with the RPE Management Unit durlng
monitoring vislts to Individual projects that bank staff became
dedicoted to benefltting thelr cllents through RPE,

Under the RPE Project 36 +tralnlng courses for 550 bank staff were
carrled out, Al staff |Interviewed durling the Revolving Fund
Review herd particlpated 1n at least one RPE tralning actlivity and
many |In more, They all described the tralnlng as valuadle.

A
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_skllls ‘needed ore different from those needed In traditlonal
‘ promoted- or recrulted and the flnanclal narkef changes. conflnued}:;
. tralning and follow-up wlll be requlred. . Bank staff wiil aiso",.j
‘_need 'l'o be encouraged fhrough recognlﬂon and career developmenf.' .

$12.2.2.4

2.2.2.5

'A“CIosely llnked fo change of aHHude are 1'he lssuos of -o-ontu-.w

Tralning of bank staff concentrated on +the principles of term
lendlng, loan monltoring, f inanclal andlysls, analysis of
business plans, marketing, customer relatlons, +ime management
and In some cases computer tralnlng. The trainling staff of each
of the banks particlipated In talloring the curriculum to the
particular needs of Its own bank.

in June 1990, a workshop for headquarter's staff was held on
senslitivity to women as borrowers, The workshop was faclllitated
by Chloe O'gara, Deputy Director of USAID's Offlce for Women In
Development. Deloltte's Women In Management courses were thus
Inspired. Women Managers of the bank are now regularily fralned
at these courses. :

Encouragling the afﬂfuc"e"chahges necessary to ensure déallng 'vifh
cllents on the basls ot the soundness of thelr proposasis and
thelr track record Is an on-golng and long term undorfaklng. The .. -

banking that. has been collateral ‘orlenfod." .As ‘new ‘staff are

Responslblllty for spoclal progra-s -usf bo plnpolnfed.

end coam]tment. Initlally, most pofenflal sub-borrowers were " -
unfamlilar with RPE., They dldn't ask about it, they were unaware

of why It could benefit them, and they were not Informed by thelr
bank.

Internally 1In the banks, +there was no singl departament or
Indlvidual responslible for RPE or other donor funded credit
programs, With grant funds for equlpment under RPE, the banks
vere able to develop and strengthen departments almed et
assisting The small scale entrepreneur. The Small Suslness Unit
at BBK and Busliness Advisory Services at KCB have played a major
role In promoting RPE while the Credit Control Manager at SCB has
payed a similar role.

Promotion was Important In creatling MOMENTUM. It was Important
to reach buslness people dilrectly, and speclal target groups
needed targetted Informatlion.

Earfy promotlion activlty was almed primarlily 8t bank statf. For
broader consumption, there had been 2 little press coverage, and
brochures for each bank were printed. In 1990, the RPE
Management Unit emphasized publiclzing RPE In s targetted
manner. There were artlcles and Interviews {n periocicals such
as the Journa! of ths Kenya Natlonal Chamber of Commerce (KNCC),
the Invastment Promotlon Center (IPC) Newsletter and the Journal
of Trade and Industry. RPE was featured In a8 rasilo branadcast
that was one of a weekly serles almed a2t encnuraglng enterprise
deve lopment. Simllariy, the Project Manager spoke about RPE at
seminars and courses, such as & saemlnar for women exporters
sponsored by the Wcmen's Bureau and Kenya Polytechnlc,

!
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2.2.2.6

“.“_carrled out. Jolnfly with. credlf offlcers ,from fhe lndlvldual'
) 'branches of parflclpaflng banks.“» _ =

o Clln!cs were announced abouf fuo ueeks before “the evenf fhrough;:
o posters promlnenfly dlsplayed In the branch “and leaflefs,~~ln |
"Swahlll- and " Engllsh," explaln!ng ‘the purpose of . the cllnlc,’

Promotion was also targetted to inclviduals through training and
counselling. Reglonally {ocated, short courses [n manajement,
accounting and good buslness practices were he ld for
sys-borrowers and potentlial sub-Sorrowers, who particlpated at
thalr own expanse, They were ‘typically the owners of a smaller
susinesses, had |imited formal dusiness tralniang and Ilimlted

" tralned stafft. A speclal effort was made to encourage the

particlpation of women, and they comprlised 0 percent of the
total particlpants.

Business Clinlcs were held at bank branches In many places In the
country. They focused on tha prerequlislites for a successful -
business. Part of both promotion and tralning, Business CIlnlcs”f
were Intended to assist entrepreneurs with potentially ~good -
business ldeas to articulate them and put thelr thoughts on |
paper. The concept was developed by fhe RPE Managemenf Unit to
gulde small scale entrepreaeurs In preparing loan appllca?lons{
The clinlcs were offered as a servlce of the RPE project and

g} c ARl SAS r:s

defalls of how to apply and where fo affend

Each one day clinlc consls?od of two sosslons, the first attended
by all partlclpants, dealt wlth general Issues related to
propara*lon ‘of business plans and the Importance of developling o
business ldea fully before approaching the bank manager for o
loan. -Questions related to RPE and of a general nature were also
ansvered. The second sesslion wvas designed for business people
with partially developed Ideas wanting assistance on how to put
them on peper., These Indlvidual sessions were held In conflidence.

Business clinics also served &8s on-the-Jjob +tralning for bank
staff to help them understand the broader dimensions of the
projects In question and to Improve thelr sklll In appralsing
them. They learned how to conduct business cllinics on thelr own,
subsaquently lIncreasing thelr ablllty to &8ssess projects which
have & good probabllity of success.

Hinety-three clinics were held for SCB8 and 88K with s total of
144 partizipants. A number of loan applicetlons were
forthcomlng., The banks and Individuals continued to request
business clinlcs up to the end of the project.

RPE became a core around which banks could bulld thelr services
to 8 new group of customers.

Through the actlvities of RPE, enthuslasm grew. The respons2, In
taerms of letters, phone calls and vislts to the banks, USAID and
the Manajement Unlt, was over«helning.



(‘ As stated on March 22, 1991, by Josphat Murage, Manager of 838K's
Smell Business Unit, at the RPE flnal meetling,

St With the beneflf of hlndsight, It now appears that +the
’ Initial promotion of the scheme had serlous shortcomlings
and these, no doubt, delayed an early take-off of the
scheme. Judglng from the latest experlences, a
comblnatlion of advertisements in leadling business
Journals, discusslon of the programme In open buslness
workshops In addltlon to business cllinics' would have
been more eftectlve ways of promoting the scheme.

re 2,2.2.7 The BRANCH NETWORK and COMMITTED bank staff are essentlal.

Finally, the question.of whether or not & branch nefuork uas
essentlal to carrylng out a program llke RPE has been a recurrlng
Issue. Our clear response Is that It Is. intimate knovledge of
the prevalllng economic, buslness and political condl?lons In a
region are o prerequlisite as well -as knowledge of the Individual i
. . customer, Loan monlforlng requlros belng close enough to the
B e " “project to wisit It regulerly, to ldentify pofen?lal problom, and 7
L © . seek soluflons toge*her with the enfrepreneur.' o

2.3 . Maln Achlevemenfs ,f

- - lf ls our Oplnlon fha+ lifh conflnued hlgh demand from borrowers

; A and glven contlnued high prlority by the banks, RPE type lendlng
Is sustainable and replicable In Kenya. Providing the toan funds - S
wves, of course, the nucleus for the project, but the maln

[ “"schlevements have more +to do wlth the strengthening of

t Infrastructure and deveiopment of new attltudes.

new credit concept has been central. Not only limited to RPE,
bank staff have been encouraged to focus on a broader range of
Issues oand to think In terms of providing new products or
services to new categories of customers. Many branch managers
have learned the value of spending more time monltoring the
businesses that recelve foans.

L- 2.3.1 Changlng of attitudes !'n connectlon with the Introduction of o

2.3.2 Demonstrating the value of training of sub-borrowers Iin the
;é, basics of good  business practices has been an essentlal

. . Ingredlent In the success of RPE. In moany cases credit alone can
I do more harm than good. It Is only when credit Is coupled wilth
S good management that It can be used properly.

e —

[ 2.3.3 Bullding momentum through Internal promotion In the banks and

promotion dlrectly to buslness people has had & catalytic effect

thet made the demand for RPE funds outstrip the supply. Although

RPE has been only a smal) part of what the perticlpating banks

L} do, we belleve that that momentum wili benefit other development
credlt programs and the banks and thelr customers as a whola,

[; 2.3.4 The Project has succeeded In Introducing new procedures for
appralsling loans. More emphasls has been put on project
viablility and monitoring and less on collateral.
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llpllcaﬂons for_the Future

-“»'revolvlng tund exists In prlnclple, 1+ will be at least two yoars"
‘before there are adequate .repayments to make future lendlng

Very Importantly, the Project has ralsed the priority glven to
support to small buslness by the partlicipating banks by helpling
them to Institutionallze speclal departments for that purpose.
The grant funds made avallable to each bank contrlbuted to the
acqulsitlon of computers, vehlcles and other equlipment and
tralning materlals around which these departments could be
bullt, The support service In terms of tralning and support to
banks prepared bank staff for new responsiolliities.

The project, through the monltorlng process, has succeeded In
demonstrating the Importance of a branch network that can be In
close touch wlth local people and businesses In working
successfully for the economlc development of rural/urban growth .
centers. ’

RPE became a core around which banks could bulld thelr services ~
to a new group of customers. It needs to be emphasized, however,
that RPE has only provided a Jump start. Pollcy changes ‘and .
practical support will conﬂnue fo bo essenﬂal to tho process of .
enferprlse developmenf. ' - Tl

yr.-u-- B T Rl P i Lo e

need for RPE fype »funds hasAbeen demonsfrafed. thle‘“

viable unless the banks, GOK on other donors confrlbu?o.

A_contlnuing pollcy dlalogue with the Government of Kenya on the
economlc environment required for enterprise development s

- essentlal. Steps nmust be taken to create that environment I

longer term lendling Is to be a8 permanent reallty.

Malntalning the MOMENTUM created by RPE Is cruclal to determinling
whether or not RPE wil! have lasting effect. i
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PROJECT DESCRIPTION

The project descrlptlon Is found on pages one - flve of the
EXECUTIVE SUMMARY and 1In the Individual chapters as support
services,

ASSISTANCE TO BANKS

Assistance to banks extuudad to both the Central Sank of Kenya
(CBK), as the agent of the GOK, and the commerclal banks
particlipating In RPE. CBK support has primarily conslsted of the
design and Implementation of a computer system for trackling and
monltoring RPE loans, preparing reports for the Minlstry of
Flnance and USAID and +tralning CBK staff to carryout +hese
activities. ' R - T

The commercial banks, B8BK, SCB and : KCB/KCFC had primary

responsibliity for lmplementing RPE. The RPE Management Unlft,

_ through the technlcal asslistance components of the ProjJect, have
‘assisted wlth ' ‘tralning, - fteasibllity studles, -.monltorlng, -
~“portfollo .mahagement, :promotlon, .grant ;funds -and "8 contlinulng ™"

~formal and Informal dlalogue. . =~ - . .nic = oo e
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The obJectlve of support to CBK has been to assist CBK's RPE unlt
“with Informatlon management In order to adminlster and track the -
USAID contributlion to the RPE portfollo. A computer was provided
on & grant baslis to the wunlt, and DHS/A Informatlon oand
technology staft designed and put Into use & loan +racking and
monltoring program (using DBase 111). CBK staff was tralned to
provide monthly reports to the Minlstry of Finance and USAID RPE
] and 1l forms, which the commercial banks complete for each
sub-borrower loan, are the Information base from which CBK

works., (Appendix |, Sample RPE | and |l forms).

Initially, there were problems In recelving accurate and timely
reports, Some revislons were made In the system; +the RPE
Management Unlt Adminlistretlive Assistant made weekly visits +to
CB8K for several months, and the computer printer was replaced.
For a time, regular monthly maetlngs were held with the TBK Chief
Banking Manager and the Head of the CBK RPE Unit,

The RPE Unlt at CBK has for the last six months taken full
responsibliity for prepsring reports, and they appear to be of
satisfactory quality. : '




In acd3ition, Mr Jamasal Onyango, Head of the Unlt, has played an
actlve role In the design of the RPE revolving fund. He has
shown dedicatlon to full disbursement during the project and to
ensuring that a revolving fund becomes vlable, (Appendix I},
Ilntroduction, Executlve Summary, Economlc Environment and Loglcal
Franework from A Reviaw of the Posslidle Establishment of an RPE
Revolving Fund and an Assessment of +the Flnanclal Sector In
Kenya, November 1990).

CBK has Invited the particlpating commerclal banks to a number of
meetlngs In the last few months to hear their views on medium
term lending and support to small and medlum scale enterprlses.

Commerclal Banks

The Inter-action nlfh BBK, SCB and KCB/KCFC staff at hoadquarfers;
and the branches has been central to the success of the projecf.ﬁ
The RPE Management Unit supplled support servlces to ,*he'
commercial banks and faclllfefed 8 dlalogue bofneen fho banks and
(GOK_and USAID, S : T

oo LT oa

: 5Promoflon, feaslblll?y s?udles,}fraln!ng and monlfor!ng are dealf .
o wlfh under separafe chepfors. : ‘

o S?rengfhen!ng "fhe "banks ablllfy to : carry t‘ enferprlso'
A_}assessmenf and to glve suppor? to borrowers has been ‘the’ prlnary
alm of the technlcal asslsfan*e. Ourling the sfarf-up‘phuse ofL
"the project, grant tunds were allocated to each bank to purchase,
equlpment to assist In lnplouonflng RPE. The amounts ava!lablei
were as follows: . , e ' Coui
88K $ 160,000
SC3 . $ 80,000
KCB/KCFC $ 240,000

The funds were used to strengthen the oablillity of the banks to
serve customers and potential customers who have small and medlum
slzed enterprises. Vehlcles for monltoring visits, computers to
facllitate keeplng track of loans, books and other training
materisls for bank tralning centres have encouraged the banks to
Institutionallze these services and reserve staff speclfically
for this purpose.

Portfollo management descrlibes speclfic advice on Indlvidual
loans as well as the on golng dialogue between bank staff and the
RPE Management Unlt, It Is dlifflicult to quantify the value of
thls support, but [t appears that this dlialogue has helped to
motlvate staff and to find solutions to potential problems. The
banks have been octively sought out, both Informally and In
workshops and meetlings with representatives of all Institutions,
to discuss constraints and needs. These activities have been tha
basls for deslgnling tralning, promotion and monitorling services
for the banks. R
it Is also primarily through the banks that the RPZI Management
Unit has been adle to asslst sub=-borrowers, Buslness clinlcs,
whlch are described In the chapter on Promotlion, were carriled out
as a8 Jolnt effort wlith bank branches. Whenaver & sub-borrower
approached the Mansgement Unit or USAID directly, he/she were
glven a8 general orlentetion and then directed to the banks.
N




PROMOTION

Promotlonal actlvities under the RPE Project were mainiy aimed at
creating awareness of the avallablllty of the RPE funds and of
the purposes for which they <could be wutillzed. Especlally
Buslness Cllinlcs heid In 1990~9] and one day promotlonal semlnars
for bank managers held In 1989 effectively ralsed awareness of
and interest In the possibllitlies of fered under RPE.

The project printed brochures about RPE for each of the
particlpating banks to distrlbute, Easlly understandable flyers
for potential sub-borrowers were also written in additlion to the
offliclal RPE pamphiet which was primarily useful for bank statft
and flnanclally sophlstlcated sub-borrowers (Appendix (i}, RPE‘f
brochures and lnformation materlaly. . R

From 1990, the RPE Management Unlt emphasised publicising RPE In
o targetted manner., It Is our opinlon that this was a brlnary’-‘
reason for the Increased amomentum In lendlng. lnlﬂally -ost
potential sub-borrovers were unfamlilar with RPE: The did not
- ask sbout It, they were unaware of why It could benefit them and"
- they were not Informed by thelr bank. (ncreasing sub- bcrrower
awareness was In focus durlng fhe lasf yoar of fhe proJecf. L

There “were arﬂcles and ln?erv!ews ln buslness' 0 lien
'perlodlcals, such 8s the Journal of the Kenya National Chember ‘of
-Commerce (KNCC), the lnvestment Promotlon Center (IPC) Mews letter

and the Journal of Trade and Industry (Appendix IV, RPE In the .

press). RPE was also feastured In a radlo broadcast that was one
of .2 weekly serles almed at encouraging enterprise devolopment,

The staff of the Management Unlit spoke about RPE et seminars and
courses, such as & semlnar for women exporters sponsored by the
Women's Bureau and Kenya Polytechnlc.

Promotion was also, targetted to Indlviduals through raining and
conselling. Sub-borrower courses are descrlbed In Chapter 7,
TRAINING.

Part of both promotion and tralnlng were Business Cilnlcs which
were Intended +o asslst entreprensurs with potentiaily good
business Ideas to artlculare them and put thelr thoughts on
paper. The concept was developed by the RPE Management Unit to
gulde small scale entrepreneurs in preparing loan applicaticvns,
The clinlcs were offered as &a service of the RPE project and
carrled out Jolntly with credit officers from the Individual
branches of particlpating banks.

Buslness Cllnlcs were held at Sank branches In many places (n the
counitry. They focused on the prerequlsites for a successful
business.

Cllnlcs were snnounced about two weeks before the event through
posters promlnently displayed In the branch oand leaflets, In
Swahlll and Engllsh, explalning the purpose of +the <clinlc,
detafls ot how to apply and where to attend.




Each one day cllinlc consisted of two sessions, the first attended -
by all particlpants, dealt with general [ssues related to
preparation of business plans and the Importance of developling a
busliness Idea fully before approachling the bank manager for 2
loan, Questlons related to RPE and of a general nature were also
answerec., The second sesslion was desligned for buslness people
with particily developed Ideas and who would like assistance on
how to put them on paper. These Indlvidua! sesslieons were held In
confldence, {Appendix V, Detalled descriptions, Buslness Clinlc
leaflets, toplcs and list of clinlcs held).

As covered In Chapter 7, Buslness Clinlcs also served as
on-the-Job tralning for bank staff,

Ninety-three clinlcs uere held for SCB and B8BK ulfh ‘a total of
144 particlpants, A number of loan applications were
forthcomling. The banks and {ndividuals conflnued 10 requesf o
busliness cllnlcs up to fhe end of fhe pro]ocf.b?%“i '

-5.5 - Through these promotional effor?s RPE bocame‘a core around which

. banks could -bulld thelr services to ‘a new group of customers,
. The response, ln terms of letters, phone calls ‘and vislts to *ha;
barks, USAID .,and fthe management’ Unlf, was overnhelmlng.~7 Al
_substantlal need for credit of this type had been uncovered.’
Bullding momentum through lInternal pronoflon In " the banks, and .Y
promotion directly to busliness people has had a catalytic effect

that made the demand for RPE funds outstrip the supply.

As steoted on March 22, 1991, by Josphat Murage, Manager of BBK's
Small Busliness Unit, at the RPE flinal meeting:

"Wwlth the beneflt of hlndsight, It now appears that the Inltlal
promoiion of the scheme had serious shortccmings and these, no
doubt, delayed an early take-off of the scheme. Judjzling from the
latest experlences, 8 combination of advertisements In leading
business Journals, discusslion of the programme In open buslness
workshops In addlitlon to 'busliness clinics' would have been more
effective ways of promotling +he scheme.” (Appendix VI, Full
text).
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FEASIBILITY STUDIES

i Feaslbllity studles, while not a requlrement for sufficlently
well documented locan sepplications, were carrled out at the
request of the banks. Normally, RPE flnanced 50%f of the cost,
while the potentlal sub-borrower financed the rest. In a few
cases, RPE flnanced up to nlnety percent. A total of sixteen
feasibility studles were carrled out by DHS/A consultants.

~re

)
'

S l In addlitlon, the Management Unlt assisted with Interpreting the

: data In feasibllity studles carrled out Independently of the
project. Bank statt were also tralned In Interpreting
teasidbillty stuales.

To preserve benk confldentlallity no 1lst of feasiblllty studies
R Is provided In thils report.
: |




[‘ 7. TRAINING

Under the RPE Project 36 tralning courses for 550 particlpants
were carrled out for the staff of participating banks,
Headquarters staff, branch managers and credlt officers and
accountants were targetted for }ralnlng (Appendlx Vil. Tralning
Courses for Particlpating Banks).

e
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All bank staff lIntervliewed durlng the RPE Revolving Fund Review

[. In November 1990, had partlclpated In at least one RPE tralning
actlvity and many In more. They all described the tralning as
valuable.

[— 7.1 Bank staff +training concentrated on the princliples ofA term

lending, 1loan monltoring, flnanclal analysis, sanalysis of
business plans, marketing, customer relatlons, +time management
and In some cases computer training. The <+ralning statt from - ..
each of the banks particlpated In the talloring of tho currlculum
'<fo fhe parflcular needs of lfs own bank. -

.- I e e e

ln JUﬂa 1990, . uarkshop for headquarfer's sfaff vas held on ,3

sensitivity to women as borrowers. The workshop was faclllfafadvf
- by Chloe O'gera, Depo?y Director of USAID's Offlce for Homon In
V‘oevelopmenf (Appendlx vm. RPE and women)._ e e

7.2 . For sub-borrowers and pofonflcl “sub- borrovers, " reglonally *:
l located, short <courses In management, accounting end good =
business practices were held. The participants were typically =
" the._owners of the smaller businesses who had limited formal
[: business trealning end {Imited +tralned staff (Appendix IX,
Description and Content of RPE Sub-Borrowers Course and & list of
coursas held),

Buslness cllinics, designed by the RPE Management Unlt, were
Intended to asslst entrepreneurs wlth potentlaliy good business
ldeas to articulate them and put thelr thoughts on paper. The
clinlcs served both promoivlion and tralning purposes and are
descrlbed In detall 1In Chapter 5, PROMOTION. They provided
on-the-job tralning for bank staff to help them to understand the
- broader dlmeaslons “of "projects and to lImprove +theler sklll In
appralsing then, They also learned how to conduct business
clinlcs on thelr own, subsequently Increasling their ablllty to
i assess projects whlch have a good probablllty of success. ;'

oaeln,

7.3 Tralnlng was a8 critical element |In the successful Implementation
. of RPE, It contributed In large measure to cresting receptive
[ attltudes for RPE lendling. It Is our recommendatlon, on the
basis of experlence, that no credlt scheme for new users of
credit be attempted wlthout <carefully planned and targetted

l tralinling at various lavels,



[. 8. DIRECT MANAGEME vT ASSISTANCE

_ The objectlive of direct management asslistance (DMA) was to
Sa i provide asslstancs In terms of basic bookkeeplng, accountlng oand

! control, Inventory management and othsr management tools directly
to sub-borrowers In order to maxlimlze the success rate for
Investments.

Consultants from ODHS/A and Volunteer Executlves (VE), retlired
[~ senlor advisers recrulted through the sub-coatract wlth [ESC,
carrled out the DMA asslgnments,

- The RPE Management Unlt ldentlfled reciplents, primarily through
fleld monitoring vislits and bank contacts., OMA normally
conslsted of short +term assistance with perlodic follow-up,

1ESC's Volunteer Executlves assisted for perlods of one - fhroo._i
months. : T

Most of the costs of DMA were borne under the éoﬁ*récf'wlfh fhéi”"

[ sub~borrower ~contribution gqulfeq‘ to fransporf meals ’ endj
1 ﬁ? _ ~ accommodation. - For ~1ESC ~ asslstance, '~ the "~ sub-borrower's "
W confrlbuflon vas, Ksh. 800 per day or equlvalenf room and board.. :“7

" COursos 1or sub-bo ‘rowers were a vehlcle for carrylng ouf DMA on

o L : o 2 reglonal basls to reach a greater number of Individuals and fo_
' ‘learn {rom dlscusslng mutual problems. Chnpfer 7, TRA;NING_,

e . ‘covers sub-borrower courses In detall. E . SRR

In several cases, sub-borrowers had to be convinced of thelr need
r for DMA, Subsequaently, mort found It valuadble, Seven
sub-borrowers were asslsted through Indlvidual DMA, The only
review of the Impact of DMA has been carrled out through
follow-up fleld monltoring vislts. More time wil!l have to elapse
before lasting effects can be measured.

As was the case In Chapter &, FEASIBILITY STUDIES, for the sake
of confldentlality no ilst of sub-borrowers who received DMA |s

provided.

9. MONITORING

Monltoring has been one of the primary activitlies undar the
contract. The RPE Management Unit has regulariy monltored
: sub-borrowers projects and written monltorlng reports for the
. banks and USAID. The purposes have been to follow the progress

~ made In utlilzation of the loen, to Identlfy problems and suggest
i solutions and most Importantly to demonstrate to bank staff the
l value of regular monltoring (Appendix X. Monltorling report
questionnalire).

l Seven monitoring reports have been produced., Ourlng each period

! of fleld monltoring, new and problem prolects were visited and
the wrltten reports submitted +o +the banks and USAID, In

[. consultation wilth the sub-borrower and vank staff, prodlem
analysls was carrled out, Where appropriate, dlirect manajement

: asslstance was earranged for. The summarles of the monltorling
[ reports also provide the most comprehensive datse on the |oen
’ portfollo overall. In connectlion wilth the Seventh ana flnal
'5 \ Monltoring Report, o questionnalre was dlstributad to all
sub-borrowers. The analysls of the respotises comprlses part of

the Monltoring Report, (Append Ix X, Basellne data

questlionnalre). (AppendlIx X111, Seventh Monltorling Report edited

: Summary)., /]fg



! Audlitors from DHS/A were used In the monltoring process during
) the last slx months of the project.

ool N
.

\ .?f i ldeally, monltoring should be done by fleld staff at bank
- ’ branches. With & heavy work load, branch staff have [Ittle time
for monltoring. Nevertheless, thos2 managers and credlt offlcers
who have been most actlve and committed to the princlples of RPE
have monltored adequartely.

S———

It Is necessary for monltoring to contlnue and to remaln pert and
) paercel of branch operations. The role of monlitoring In averting
: problems cannot be overemphaslized.

[ io. PROCUREMENT ' , T Coe
Pane . . . : e Y
Through f?a off-shore procurement 'faclllfy 'of RPE, forelgn
exchange could be made avallable for Importation of goods and
services &t no risk of fluctuating exchange “rates ‘to 'the
sub-borrower, : C T ';"_’f RUIRSS

‘The lwmport Ttems under RPF, fhe sub borrower had’ fo obtaln fhree

quofaflons, one of which had to be from the USA was avallablo, @
statement to that effect had to be obfalned. : : :

The Managemonf Unlf asslsfed in obfolnlng quofaflons from fho USA b
: through +the sub-confracf with AMEG a Texas besed search and n
- " °  referral company. Informatlion on equlpment needed was faxed to -
AMEG . AMEG obtalned quotations or negative responses and
forwarded the Informatlon to the Management Unlt for the
sub-borrower.

A total of nine projects utillized the Import faclliity of RPE In

the amount of U.S5.$4,396,806. More attempted to do so, but the

rules were compllcated, and frequently wrong procedures were
followed. A number of sub-borrowers found It easler to Import " .
under the normal GOK procedures, and others bought Imported : ’
equipment on the Kenyan market,

The USAID ProJect Offlcer Alfre's Brewer provided valuable
asslstance In obtalning the use In Kenya shlilings of the dollsar
funds, whilch had orliglinally been tled to overseas procurement.
e These funds wou ld otherwise have been lost of Kenyan
o sub=borrowers.

e —

it. MANAGEMENT INFORMATION SYSTEMS

The Management |Informatlon Systems (MIS) services of RPE
encompassed three malin areas:

CBK RPE system
Plipeilne reports
RPE tcrms | and 2

[. 1.t The objoactlive of the CBK RPE system was to asslist CT3K's RPE uUnlt
to administer and monltor the USAID contributlon to the RPZ loan
portfollo. NDHS/A deslgned and revised a |Ioan trecking and

f monltorling program (using DBase I1i1).

v An amortization schedule was designed In 1990 to assist C2K to
track the RPE reflows.

Y
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. requirements, l.e. dollar drawdowns., . e w

%gPibéﬁfﬁé_ifépof$s,"atrﬂffr;t Tpfépéredh”querférly;'”uéﬁé ~bh§99f94
“monthly and later weekly, and In Merch 199! almost on & ‘dally’

_summarlze loan portfollo data et each stage In the lendling cycle

. segregated bank and USAID components of lndlvlddatfldaqs. ‘eoih_i
-~ bank - and CBK input was requlired. “The report was-also deslgned to

There wera Inltlal difflcultles with CBK's Implementatlon of the
systeams, For several months, the Admlnlstratlive Assistant of the
Management Unit, spent half a day per week asslsting C3X |In
preparliag its reports. In most receat months, CBK has
satisfactorlly produced the reports on its own.

Contlinued accurate and timely +racking of the reflows 15 a
prerequlsite to the successful functloning of a2 revolving fund.

CBK was supplled with a computer on a grant basls at the
Inception of the project. A new printer was purchased with
project funds In (991 1iIn order to Increase the speed with which
reports could dbe produced. -

The purpose of the Plpellne Report was to ‘consol ldate ?qndzf

on a bank by bank basis. The Report format, designed by DHS/A,
permltted analysls by bank, ~branch, = actlvity ..‘'sector 'and

serve as & .basls for .-the CBK projJectlon -of "USAID funding

baslis. - - Whlle . most . information was obtalned from ::bank ::
headquarters, the Management Unlit was frequentiy In touch with
the branches as well. Kenyas shliling 2mounts were converted to
US dollars at the rate of exchange on the date of disbursement of
the loan,

The banks recelved coples of the parts of the report speciflc to
the Indlvidual benk. CBK and USAID recelved the complete report
(Appendix XIil, Latest RPE Pipellne Report Summary).

RPE forms | and 2 were desligned to facllitate processing the
USAID contribution to each Indlvidual loan., RPE-I Is completed
at the branch level and submitted through bank headquarters to
the CBK and copled to the Management Unlt. Bank staff were glvuen
tralning In comaleting the “forms, "RPE-1 notlfled C24X that = losn
had been approved and that future relmbursement requests would be
forthcoming., RPE=-2 was the vehicle for claiming reimbursement
and for reglistering use of the overseas procurement facllity, If
any.,

tn additlon, the forms provided statlstlicel data requlired by
USAID and processed through the summarles of the respectlve
Plpellne Reports (Appendix I).

Orljinal RPS | and 2 torms should be saved as basellne data for
any future evaluation of the Impact of RPE.



SPECIAL STUDIES

The followling speclal studles have been carrled out In the course
of the project:

1984 - 85 Two studlies to provize further research mater lal
from whlch +to reflne or expand USAID's RPE
development programme

May 1985 Speclal study on Co-operatlves carrled out by
Technoserve

September 985 Agribuslness sector deflnlition and revliew
November |989 Tralning Performance Review

Decenber l989 CBK Sys?em Review :
Noveuber l990 -A Revleu of the Poss!blo Esfabllshmonf of a Rural
i wiioPrivete TEnterprise Revolving “:Fund . end
... .Assessment of the Flnanclal "Sector |In - anya
- Appendlx ll ’Execu?lve Summery. e?c) T &

Novembor I990/ An Assessmenf of 1he Flnanclal Secfor In Konya
February l99l ; (Appendlx R :

MANAGEMENT

The tull time statf of Management Unlt conslsted of a Project
Manager, Assistant ProjJect Manager, Administrative Asslstant and
Driver. Offlces were located at the DHS bullding In Westlands,
Nalrobl. The Managing Director of the DHS Management Consultancy
was the RPE Fleld Director. The Project Director was statlioned
at Deloltte & Touche In ¥Washington, D.C. Consultant and offlice
support services were provided by DHS/A.

In March 1990, the new ProjJect Manager was told that the measure
of success of the proJect would be whether or not all of ¢the
USAID $24 altllon were committed by March 31, 1991, At *+hat tinme
about U.5, $19 mllllon were still uncommltted.

Full committment of the funds was achleved. And the need for
more was clear,

There Iis no doubt that the Management Unlt played a catalytic
role, Through promotlion targetted ot the potentlal
sub~borrowers, a contlnulng dlaiogue with bank staff and an
intense tralning program, the goal was reached.

The conditlons that made thls posslibie wsre creatad In the period
prlor to 1990. In 1987-90 the Management Unlt focussed on
making RPE commerclally worthwhlile for the banks. With the help
of USAID, GOK was convinced that Iinterest on loans neeled to be
charged at market rates. Trackling systems were Implemented at
the Central Bank. Promotlanal activitles 3imed at bank statt
ware carried out. Brochures for each bank were deslizned and
printed.

)




From |1984-87, the ProJect was la [ts start-up phase, Systems and
manuals were prepared., The foundation was lald.

Throughout, the RPE Management Unit organlzed and coordlnated the
support services of the project. It was responsible for
management, monltorling, +ralnling, direct management assistance
Including feasiblllty studies, assistance to partlicipating banks
and CBK and promotlon, (Appendix XIV, RPE management actlvities
and thelr distributlon to the clients of RPEJ

The Management Unilt reported to USAID and the banks through
regular Plpellne Reports and monltoring reports. A wmonthly
status report and an annual report (seml-annual durlng the first
years of the project) were prepared for USAID, the Fleld Dlrocfor
and the ProJect Director. 'In additlon, bl-monthly progress
meetings wvere held with the USAID Projecf Offlcer and ofhers fro-
the Offlce of Projecfs as needed. . - - . N

. Requests for oplnlons or advlce fron *I'he Manogenenf Unlf vore
“often forfhcomlng from “both banks and USAID. Nhefher or nof a
: parflcular proJecf met the crHerla for lendlng In borderllne
. cases . v0uld “be " first .asked of _the Managemenf UnH'.~ Uhe'

quesﬂons of prtnclple uero lnvolved. fhey were referred 1'o USMD
: ,"for declslon on the basis of fhe recommendaﬂons of fhe Unlt,

"VM' the request of USMD,' the Manageaent Unl'l' olso contr Ibuted to
the dlalogue on support to Kenya's private sector development. -
In January 1991, & sesslon on the Lessons Learned from RPE was
held to launch a new donor forum In thls area.

Finally, under the contract, the project working through the
DHS/A Audlt Manager was responsible for carrylng out oaudit
activitles for the World Education Rural Enterprise Project
(WEREP), orijinally known as World Educetlon incorporated (WEIl).
From January - March 1991, a structural analysis of WEREP was
also funded under the contract.

RPE was Implemented under contract to USAID by the ftirm of
.ODeloltte & Touche, Washlngton and through sub-contracts with
DHS/A, I1ESC, AMEG oand durlng the ftirst years of the contract,
Technoserve.

Formally, these services came to an end at the explry of the
contract on March 3!, 1991, but supplylng of data and flnal
reporting have been carried out after that date. The staff of
the Management Unit contlnue to share their experience with the
banks and donor organlzations and to reply to the lnqulirles of
potentlal sud-borrowers.
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i A:'Many sfruggllng enfroprenours K In Kenya show amu_lng‘ dcdlcaﬂon
, ,;and lngenulfy In the face of dlfflculf condlflons. R

=3

SIOIMMINDATIONS FOR THE FUTURE
JSA1D request2d that this chapter ze Includea In the Flnal Report.

First, the lmpact of RPI shc.i: bde avaluated in five years'
time, The repayment rafe; 2n active revolving fund, the
percelved value of DMA, the avzllablility ot term cresit, the
services for small scale enteririse provided oy banks, the
expansion of the buslnesses that have had RPE loans and the
number of people employed will provide relevant measures of the
degree of sustalnablllty. (Informstion on the RPE | and 2 foras,
and plpellne and monltorling reporfs vl provlde basellne data,

¢ At

Second, fhe maln recommendaﬂon is to provide ncro of fhe sano.?""
The beneflits of RPE were Just beglinning to be rocogn!zed vhen fhe"
project came to an end. Those who orlginally concelvod of and
deslgned fhe proJecf must be comptemenfed as fo thelr foroslghf

RPE has proved fo be a forerunner of supporf fo small'and nedlun
.stzed enterprises. - The .stasted policles of the GOK, . fhe pr!vafo
sector strategles for the 90's and the supporf programs for - fho.
private sector belng Implemented and ln fhe plpellne'baslcally'
. have fhe samo objec'l'lves 8s RPE, °

,,x,fA

Tho need for term lending and for management fralnlng le grov._‘.;
.Groduates® from the Jua kall sector, those trylng thelr hand at
untraditional exports (Appendix XY, RPE Loans to enterprises that
can generate foreign exchange or provide Import substlitution) and
entrepreneurs wlth good track records but fimited collateral such
as women wlll contlnue to need support. They will also need a
grace perlod to help provide adeguate cesh flow and llquidity.

The need for further creatlion of employment opportunlties for the
growing population Is obvious.

Banks In Kenya are adoptling ne« ways, They contlnue +o need a
wxtrliyst 'n the process of ‘laarala; o provide relevant services
for new categories of customers.

The RPE ProjJect developed successfully by overcoming Iinltlal
constraints and learning from experlence., The EXECUTIVE SUMMARY
covers In depth the lassons "learned, and It Is Important that
these lessons be Incorporated int> the design and plannling of
future credlt progranms,
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' ;“Bortower relationship

T?lsl‘qibility criteria met: = °

Security collateral provided and value:

RPE Form-1 - Loan Application

Date: ® 5 9000 8 0 0 055 PO NI OO G E S S GIELIDIEEE TSSO

RPE Form-l New ® 6 e 000000

RPE FORM-1

Amended

RURAL PRIVATE ENTERPRISE LOAN QUESTIONNAIRE

(Required for each new loan and each amendment to a loan)

Project: ® 2 % @ © O 08 1 0 O PO O WSS OO PO OO P S OEE S e S SN NOS
Bank and Branch:
Contact Person:

60 ® 0 9 8000 OC O LROOOENOISIISIOEOEOSISIOEBOLES

® 00 00 OO 00O O L OSSO ANAGCIEL S CerrLS
.

LOAN DESCRIPTION

Mount: .I...‘...'O.....O.’.'.
Date Approved:
ioan Duration:
Repayment period (months):
Grace Period (months):

® 000000 00w oo

" Rate of Interest: ;;.;.;;.f{..};”f

..'C...l.....'..'...."....0.0‘...‘........"..0‘

..l".’........"........'.........0
A

0................'.'...

..O..........‘..’.C..........‘........Q..........l.'......’.l.. o

‘New

| Labour intensive

PROJECT COST/FINANCING PLAN

Bank
RPE

® ® 5 000 0O 0 b v0 e oo

Cost Category

Foreign
Land ceccsses
Site Development
Building
Machinery/Equipment ...ccceceecccaces
Pre-Operation Exp.
Contingencies
Other Costs
Working Capital
Total

® e 0600000000 0U SO o0 e e 0000

® 0000000080000 eo 00000
O & o9 s
® & 0 9 86 0 008 40 s s o ® 90000
® o 000 0e0 00 s000am0 0 30 o000
® e 0o eo0 00 0sosrvo e ® e o 00000
® 0 @ 00900 000000000 0 o o000

Total Owner Contribution .ccceceecrencsccannnsss
Bank Non-sz contribution ® & & ¢ & 00 0 O 8200 S e s e
Machinexry/Other Goods

Cost Source

Potential to increase foreign exchange
Increase rural markets/production

USAID

Local

® 0606 00000
® o000 000
®*00es e
ses s o000 e
e 660 000
seemoo e
®oes 0 e o0
00000 0o

KShs
KShs

axisting ..---..of}-

Total

RPE

® e 00000
LI BB B
s essss e o
seo0ocs e
® e e s 00
® & 00000
o e s 0000
® 6048000

Origin

® @ 00 v ee 00t o0 e e et e S8 00 00000 000 ® o000 000000 ® e 000000

® ® 9 0000 s 09 s 0o e 0 s e e o 0 6090000 e ® ® 0800 080200 s ® e s e e

2



RPE FORM-1
Page 2

BORROWER INFORMATION

Name: Mr/MrS/MS/Dr O 8 & 0 9 5 00 0 0 0 0O OB 9T OO @ O e S E LB OO PO e e SR e e e
Title in Business: O 9 0 0 00 0P O W R G BB WO PSSRSO PN S e e el
Name of Business: ® % 0 08 8% 00 9P e 00 ... ® 05 6 0 & 00 0 S QO 0 e S & A S ST T A
Location of Business (area, town, district): ..ecieeceenscccccss
postal Address: e O 0 0 00 6 0 ¢ 00 OO0 0O 08 s ... ® O 0 6000000808 0800 e e

O 0 0 500 00008 0 8600000 0SSP0 LON OO NEO® O SISO OGEOEESOSIDGEE

Teiephone Number: ..I...I........................l.....“...‘.....

Name and Title of Principal Officer8°"', o
i “r/MrB/MS/Dr .’.....’...........’.O...‘........'...'...... ‘:'L
“r/Mrs,MS/Dr OO'.I.'..Clﬁl..'IQ.O.‘...I.l......‘."..'...'V
Mr/MIS/MSIDr .'.....l....ll....."....l.....'..‘.l...;..!.
fName of Principal Equity.ﬂolders;; 'Y Equity.huationélity -

. . . . “
® 0 000000 0O POORPOOLONIRNNIBDOLEOSEINDOIOSPEEOEOTSTDIPIS ........ ......Q.....‘.....

.

“;Nétufa'Ofléﬁfkrpfise:” cesecne New........?laxpansion

EStimated Btatt-up date. o-o.c-oo.co.oo..;oo.o S

Describe business activity: ® 0 00 600600008 0 000N OeePsOLOEOPLPBLOEOEPOSOEESOONDS T. .4\'

."....QC‘..’....‘G..l.....’.".‘.l’....l‘.....l....‘............

Type of 'Products: ® 0 509 007 90 6000 0 PO O NOO O SOOI PSOOS O SR O OO Oe s

Target Market (region, city, eXPOTt) .iceevverecesssconcascnns

L B B R L B B B IR B LR B B B B B BE L R B N BN BE B B B B B B IR RN RN N NE R YRR B BB YN N )

Legal form of Enterprise (tick one)

Sole Proprietorship cessecacenas
Partnerxship secesscesase
Limited-Liability Company cecsccccrsse
Company Limited by

v Guarar'tee '(NGO'G, etc) o000 s s0rsve
Cooperative cercecccssen




TN T
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RPE FORM-1
Page 3

PRODUCT INFORMATION

Business Sector (tick one)

Agribusiness . eesisscenrns
Mining and Quarry cetris e oanss
Manufacturing ' cetirs e o nars
Electricity and Water cecsse o ecans
Building and Construction cecresosarss

Transportation/Communications ...ieeeoecees
Trade (Retail and Wholesale) eceeeccecoccss

Trade (Food and Lodging) cesseremans
Trade (Crafts and Repair) epscerevasse
Tourism ® 0000 O O 900 M

Financial/Business Services O |
Community Personal Services «..ivecesses

Size of Entergise -

\.

Annual Sales v°1umeo ‘e esess s asssse e KShS '_Af;‘l."'f;“"'“.:" ' "‘
""" of which secess ¥ for export e esesene ¥ domestic
PrOJected 83168' .ooceooovoooooo.uooo KShS vyll'"‘: N
. of which XTTERTN for export . oo et % domestic

"-Number of Employees. T Current - - tncrease iy

e , B Men - Women AMen .. Women -7 =
Full Time ’....... ® ®0000 0 >l....... ® o o000 0o .,
Part Time/Seasonal etseeves sesssse  seceesss wsessess - ;
Non-paid ) . . L. . ®0 060 @ 00 ® ® 2000 ee o o s ® ® 090" 8O ' “‘
Total T ‘ o000 ® 000 ® & oo 600 o @ 00 ® ® o080 0 o

Total Assets (in KShS): 0000 0 00000 0srser e

(Tick one) Micro Enterprise 0 - 100,000 ce v
Small-Scale Enterprise: 100,000 - 3 million .....
Medium-Scale Enterprise: 3 to 50 million coees

Large-Scale Enterprise: 50 million and over .....
Debt/Equity Ratio (Gearing): ...cevesceses
Input - Source:
Raw Materials Domestic ...... ¥ Imported ...... %
Semi-finished goods Domestic ...... % Imported ...... %

Linkage to Non-Urban Areas: (tick as many as applicable)

Raw Materials (non-agriculture) resessssee sessassesd¥
Lamur oe & ¢ 0o 00 o 0.0'.....*
Agricultural Inputs teecssssse sevecssscd
Products treessstse sessessecd

What percentage of products are inputs to other industries? ....¥% -

Signature ® ® @000 ® & 008 O B 9P S PNt e oo
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Appenix 1 , 4

| RPE Form-2 - Reimbursement Request

Date: ........ Te 8" S & sV e 0
S ;-,_ RPE Form-z ..........New ® evec e o000 An‘ended
o RPE_FORM-2

RURAL PRIVATE ENTERPRISE REIMBURSEMENT REQUEST
(Required for each new loan and each amendment to a loan)

BANK e ® ¢ 0000 9 o000 e see BRANC’* e e & 920000 o .;...o...
wsTQMER'S NAME.............."....'.‘.‘...... a0 © o900 o

LOAN AMOUNTS DISBURSED

- Total Loan Amount A - ”'.. o .ooooooooo (1)
- Local Disbursement (by Bank) ceveccsssemcese . (2)
r Total Of fshore Disbursements sevescsssseccss ~ (3)
;'v-) ) N C e e .
A ' Total Disbursements Made
\ - ‘ Undrawn Balance L A'_
i :'_n:tsauass:umr zmnwsxs | _
CAID Contribution - . i e e (8)
.. . “AXID Contribution Net of Fo..eign Payments eessitieae “(7)
- ‘Less Shilling Amount to Bank by CBK o cecesiseas (8)
Shillings Due to Bank ftom CBK L es e oooo-. - (9)
Commercial Bank Term Credit .cccceccetscocce (10)
Commercial Bank Working Capital cc.scecccces (11)
Total Commercial Bank Contritution ceenccsese(12) =
[ OFFSHORE DISBURSEMENTS DETAILS
[ ! Date of !FEAL {Foreign currency {Exchange !Shilling !
! U S USAID !Number !Disbursement {Rate " l1Equivalent !
! Payment ! !(indicate currency)! ! !
N !- .............................................................. -
[ ! ! ! ! ] !
e R e e L L L L L ferrm—eanan e et L -1
H ! ! H ! H 1
i . e L L e L L L LDt lerrm——eaee {omeecnmnen= -1
“ TOTAL OFFSHORE DISBURSEMENT IN SHILLINGS 3)
i fmmemcre———en- - (1
;9' 551 (carry to line 3)
We certify tthat :this loan has been approved and disbursed in .
? ‘accordance . wWith-~the - requirements -of the USAID Rural Private °
l Enterprise program. .

1) 000 & 08009 08 Date: e ®» s 0000 2) o o 00t s Date see 0o & o 000
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NN Appendix II, 2

2. EXECUTIVE SUMMARY

" S 2.1 Brief project description

The RPE Project Agreement was sfigned on August 25, 1983. The
Project provideds financing to targetted productive private
enterprises, [ts primary objective s to {increase rural
production, employment and {ncome 1n line with Sessional Paper
No. 1 of 1986.

The desfgn of the project is based on the awareness by COK and
. [ USAID that the private sector §s the best means of attaining many
. & development ojectives and ft aims %o dnstitutionaifze term’™
lending 1{in Kenya's commercial bankfng sector. Under the RPE
B Project USAID has provided USD 24 M111, Which amount has been
” ‘ augmented 1:2 by funds from participating banks namely KCB, BBK

- and $CB. The .participating banks have carried the full lending
o L.orisk, (USAID, in addition, provided grant funds for equipment for
. " each of the participating banks “to facllitate their work ui*r‘
oY - "RPE. A computer for tracking RPE funds 'was :located at 'the

W " " central Bank of Kenya (CBK). Finally, USAID has financed an RPE -
\[ i %o . Management Unit “through grant funds. -The RPE nungenent Unit - has |-
oo D provided support services to both partlcipating banks and target :

... groups. -

The participating banks were selected on the basis that they had
extensive branch n2tworks and Jdemonstrated financlal and
administrative soundness., Due to various constraints, the
disbursements did not commence untfl Yate 1987, but pending loans
anountfng o some KShs 183 Mil1 (of which RPE portion is KShs 122
Mi11) clearly demonstrate the momentum now achieved.

ro—— ——
v

2.2 Overview

On ne hand, the term 1lending of the RPE Project has made an
impact on the awareness of bank staff of the role of term
lending. On the other hand, the time &llotted for the Project
i ‘has- been far -too short to talk of {Ynstitutionmlization and to
l ensure a permanent change of attitude and behavior in loan
granting procedures or monitoring.

Experience has shown that {t {s unrealistfic to try to {mplement
long term goals through short tera de velopment projects. Making
an 1impact on lasting change fn the rural sector {s Tong term in
i nature, While GOXK and USAID should be cosmended in their
l foresight {in developing the RPE Project, they would have done

better to have agreed on a ten year perfod with buflt ftn flexible

criteria and with the possibility of project renewal for five
l year periods thereafter. An adequately funded RPE Revolving Fund
will go some way to filling the need for a Tong term comnitment.:

L o
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‘phasing of disbursement of funds under the RPE Project, minimal - -
~reflows will -be ~avallable during <1991 .and -1992. "The momentum ...
“will evaporate If .there 1s a3 lack of reflovs. As 2 result, the:
sustafnabitity of the Revolving Fund wnl be heavﬂy cha”enged ‘

-- and perhaps fatally damaged. K ; RN SN

“In order to achieve the {fnftfal obJeci’Jves. ti::-';Te‘a-‘"",’*‘t'l.é'é-iefare"

) -
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Having carefully considered the alternative wuses of the RPE. "
reflow funds, the Teanm 1s of the opinfon that a Revolving Fund
should be established as orfiginally stated 1in the Project
Agreement between the Repubdlic of Xenya and the United States of
Amerjca acting through the Agency for International Development
for Rural Private Enterpise Project of 25 August, 1983,

The lack of avafilability of term funds {In Kenya still remains,
The RPE nomentum built up by the participating bdbanks during the
last 12 - 18 months findicates a high demand for term funds and a
corresponding wlllingness of the banks to make their own funds
avajlable. S Lo '

Forecasts for reflows, however, show that due to no predetermined

strongly recommcads {injections of additior:! funds to secure a
steady and signififcant cash flow for the Revolving Fund. o '

The folicwing are the more detafled findings and conclusions of
the review,

Kajor find{ngs
The most {mportant findings of the Team are that:

. Currently there are no equivalent term funds to RPE {n
Kenya;

Cash flow projections for an RPE Revolving Fund show that
monies avaflable will temporarfly be fnadequate at a very

. early stage;

. The participating banks have now adjusted their leading
activities to promote RPE actively; .

After 2 sTow start, the momentum essential to the success
of the Project exists;

Gender {s not seen to be an issue by participating banks; ~

. The largest loans approved under RPE went to
sub-borrowers who could have recefved creodit from other
sources,

ALY %
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. l.' Kore effective targetlng can be _achi~ved by
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Lessons learned
The most (mportant lessons learned Ly the Team are that:

. Monies avaflable through the tryditional commercial
banking system will be concentrated on short term, high
ylelding projects;

. Without an {njectfon of wmore funds, a future RPE
Revolving Fund cannot be wused as a vehicle for
1nstitutionalizing tern lending, o

. As far as MOMENTUM is concerned, personal cbnnitaent_df??.
all bank staff especially at branch level is essential' 'jua

A wel!-organized and adequately funded transition period ;
o is essential to the success- or an RPE~Rev01ving Fund; . ",;’

furthee
limi*ing the maximum size of the loan. e

Major reco--enda;ions
The Team's major recommendatfons can be summarised as follows: - e

An RPE Revolving Fund be established;

. USAID to inject additfonal, local funds of at least
"KShs 69 M{11 in 1991 and XShs 115 M{11 in 1992;

GOX (1n conjunction with USAID) to approach other donors
to support RPE Revolving Fund financially;

. The present RPE criterfa will still apply for
sub-borrowers under the RPE Revolving Fund 1liaiting,
however, the RPE Revolving Fund contribution to a single
sub-borrower to maximum XSh 10 Mi{11;

. The existing RPE Management Urft tc remain {1n place
during a transftion perfod of nine months (until December
31, 1991); !

USAID to extend the deadline for approval of RPE Project
loans during the transition period {in order to avoid
non-optimal loans;

. Disbursements of RPZ loans until December 3!, 1991, to be
allowed as at present;




. An annual review and adjustment jieéhénisb'
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CBX f{nvites all banks to participate in RPE Revolving
Fund subject to satfsfactfon of CBK critertia;

The RPE Revolving Fund should actfvely promote and market
to potent{al women sub-bdborrowers;

To maintain 2 similar independent management capacity as
at present, with funds for a management unit to be
derived from RPE Revolving Fund; o

Training of bank staff and sub borrouers be funded lainly
by participating banks; : o :

) ’Isho'ﬁla “be

established*




4. ECONOMIC ENVIROWNMENT

! All the present f{ndicatfons are that the Kenyan economy 1{s {n
recessfon. The tight monetary restrictions now imposed upon the
[ private sector by more recent Central Bank of Kenya actifons {n
its liquidity management,' have resulted §n {ncreased interest
rates, B8anks are now permitted to charge fees to borrowers
upfront, with the {nevitable effect upon project costs., This {s
[ particularly so when related to the Central Bank of Kenya
requirement for any bank exceeding f{ts lending ceflings, to
(» deposit 20% of 1lendings {n excess of {its ceiling with Central

Bank of Keny2, f{nterest free. Banks are now passirg on the

opportunity cest of such monfes to any would be borrower as an

additional wupfront funding fee., This has had the effect of .

fncreasing average {nterest rates to an estimated 24% per annum, .

which are erly to go higher stﬂl. oo e T e
V'The nore- recent 1ncruse in fue! -prices. consequent upon the sulf_«:.
_ Crisis will add to the 1nflation 'spiral, which at 30th Sep\.enber
KK --1990, on an annuali{sed rate of change and using November 1988 as
S e o a base, 1s estimated at 19% ‘and could now have risen to over.
s [_ CL i T 20%, At this Yeved very obvious‘ly it has a distorting effect [

' '?'econonic activlty. ; T

[ The shortane of cash and capita! within the national econony and' ;
the very high number of {industrial and agricultural operations

+ which use expensfive debt for capital fndfcate that there will be

[ an {nevitable increase in busfness faflures,

The pneviously very tight positfon has nov been further

exaggerated by the {ntroductfon {n the Finance {2) BI11 1990, of

Instalment Tax, requiring companiks with year ends on

December 31, 1990, to pay Instalment Tax by September 30, 1990,

on antfcifpated profits, which hastens such proportional tax
[ payment by six months.

While on many occasions various Government minfstries nave sSpoken
of the essential need for fiscal disciplifnes to be fntroduced and

Y S . implemented within Government {tself, {ft {s apparent that until
i the undertakings given {n varfous Structural Agreements, with
wh oot particular regsird to the dfvestiture and restructuring of the .

parastatal sector are achieved, there can be V{ittle reduction {n
the total publfc sector borrowing requirement, The conti{nued
, funding of that requirement through Central Bank of Kenya by
l Treasury Bills and similar financifal fnstruments wil) contfnue to
squeeze the private sector, {n addftion to providing further
fnflationary {mpetus,

L The consequence of high {nterest rates and reduced purchasing
power by consumers will be a postponement of investment projects,
L with an inevitable {mpact on GDP growth.
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r ' ' 10
It {s reasonable to assume, therefore, that monfes avaflabdle
through the tradfitional comaercial banking system for lending,
will be concentrated upon short term lending because of the

contfnuous non-avafladitity from {internally generated resources,
of log term finance.

The continuation, therefore, of the RPE Revolving Fund as a
source of ters funds into the Rural Private Enterprise sector f{s
critical and particularly as {t {s totally supportive of
~ : Sessional Paper No. 1 of 1986, {in the promotion of an fmproved

balance between rural and urdan development, R
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RPE Brochures and Information Material
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Ee jes 'j' ~ " factories ... .- . e Textile mills
e Kaltwears ~ . l-'uhmgBusinesses

ATTENTION:  KENYAN BUSINESSMEN AND BUSINESSWOMEN!
INTRODUCING: KENYA RURAL PRIVATE ENTERPRISE (RPE) PROJECT

RPE is a project funded by the Uxited States Agency for International Development
(USAID). USAID has made funds available to three of the major banks in Kenya,
enabling them to provide long term loans to Kenyan business people.

- WHATIS THE AIM OF RPE?

To assist small businesses in getting the long term funding ihqy need to grow and de.velop{

WHO CAN BE HELPED?

Any proﬁt-orien-tchand pnﬁtcly owned and marfagcﬂ business in Kenyi'(cxécpt Nairobi

~ .. . and Mombasa), RPE will‘help a wide range of businesses rcla!cd to manufacturing and W
= -_-A:;_:agnculture Pro;ects wh:ch have bcen assxsted u\cludc . .

¥y Small holder coffee ‘s Dlycleanets L

All sizes (small, medium and large) are eligible. They can be sole proprietorships,
partoerships or limited liability companies.
WHATKIND OF HELP IS AVAILABLE?

Small and large loans are available. The RPE Project will provide loans of up to KShs 21
million - US$1 million equivalent. Loans of over this amount aze also available, but are
subjcct to USAID approval. With the loans, you may set up a new business or expand an

" existing business. Specifically, the loans may be used for:

o Construction of buildings and factories
o _Purchase of land and site development
e Purchase and installation of equipment

-o -Working capital

HQE.('AN_Y.QJ.LBEEEBB;

o The loans are Long Term, up to 8 years

o Thereisa Grace Perlod of up to 2 ears N

o USAID assists you in processing a Forelgn Exchange Allocation License

¢ RPE will help you with a Feasi lllty Sludy and USAID will assist with the cost

o The loan is Foreign Exchange Risk Free

o gkl;ﬁ will assist you in bookkeeping, balance sheet preparation and other Business
s.

WHO TQ CONTACT;

Any branch of the following commercial banks: Deloitte Haskins & Sells

o Kenya Commercial Bank Limited or  RPE Project Office

o Kenya Commercial Finance Company Limited PO Box 40092, NAIROBI

e Standard Chartered Bank Limited Telephone: 742121

o Barclays Bank of Kenya Limited
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‘7ERPRISE (RPE) PROJECT

|

[akcs funds available to participating banks
»an businessmen and businesswomen.

[ /

3 d States Agency for lntcrnauonal

R

,gh;r“”.v;;:vu

sanks in Kcnya. These are:

ice cam,;;.ay Lia.

:

{:nagcd business in Kenya (except Nairobi

L

e. They can be sole proprietorships,

LE?

KShs 21 million - US$1 million equivalent. -

mt are subject to USAID approval. Banks
¢~ 1all scale enterpnscs o

.s<es or for expansion of existing businesses.
n private enterprise capital investments
ring.

sments

L

!
i

L.
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ssinesses which are related to manufacturing

of: o Manufacture of:
s, etc. building materials

retables animal feeds
human foods

:have approved loans of over KShs 200

o7 ssistance in mstallanon of an lrnganon

_ Specific projects which have been assisted s

TN USSP S ISP SO

| "nakmg plant

sl

.project involved in grdwing of honiculmral B

ing plant

ater to the tourist industry

in transportation of agricultural produce

| for detailed guidelines on the loan criteria, .
it branch of Kenya Commercial Bank Ltd.,
andard Chartered Bank of Kenya Ltd.

)ffice, Deloitte Haskins & Sells,
e 742121
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KENYA RURAL PRIVATE ENTERPRISE (RPE) PROJECT

HOW DO BANKS BENEFIT FROM RPE?

The Rural Private Enterprise (RPE) Project assists banks in several ways:

—

e RPE makes long term funds available to the participating banks, enabling them to
provide term loans to Kcnyan business peoplc

{ e RPE offers financial incentives to the banks to make small loans with avalue of lcss :
than KShs 1 million.

A RPE Project offers tech_niql assistance in the form of:

CTRAINING o e ' -
Bank Managers and Credxt Ofﬁccrs ﬁom many branchcs havc takcn courscs on )

~ long term lending which were organized by the firm of Delome Haskms & Sclls

- Morc courses will be offcred in19%. N P s

3 -
tar o
3
[ )

. P N A
et X W e
R A '.'.i-"';".‘v's{.'“:‘ﬁ(’?.(_‘:‘» “ b

-.;v'v-q ]

B f RPE also makcs funds avax!able for Bank Ofﬁccrs to tram oulsnde thcxr banks.
'cuhcr in the local training institutions or overseas.

] ‘
RPE will assist banks in analyzing the overall feasibility of proposed investments,
thus helping banks to make their lending decisions. USAID assists the subborrower
by contributing at least S0 of the feasibility study costs.

DIRECT MANAGEMENT ASSISTANCE

Management assistance and training is provided to the subborrowers in the areas of
bookkeeping balance sheet preparation, early problem identification and others.
These skills are important to the management of a business and thus help to

. reduce a bank's exposure to risk.
L All projects under the RPE Project are closely monitored by Deloitte & Touche at

T no cost to the banks. The monitoring allows problems to be identified early,

: - appropriate action to be taken and risk exposure of the banks to be reduced.

l e Above all, RPE loans are profitable to the banks because they are lent ro

subborrowers at the prevailing market rates of interest.
T N RA ?
RPE loans are:

e Long Term (repayment of up to 8 years)

l e Available with a grace period of up t0 2 years

4

e Any size - small, medium and large loans can be provided through RPE
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In addition, RPE will provide the following services to the subborrower:

RPE will provide training and management assistance in bookkeeping, general
management, production, marketing and other areas considered vital to a successful
business. Assistance can be provided by Deioitte & Touche staff or by experts from the
International Executive Service Corps. USAID will pay for all sosts of assistance except
for food, local travel and accomodation costs incurred by the assisting staff.

RPE staff will monitor subborrower projects and help to identify problems early. Where
possible, solutions will be worked out mth the subborrower to ensure that the project
operates smoothly.

USAID will assist in the processing of Forelgn Exchange Allocation Llcense :

Deloitte & Touche helps the subborrower in procurement by obtamm  cost quotauons
from the USA through xhe Amcrmn Manufacturers Export Group o :

RPE loans are forelgn exchange risk free as the Government of Kenya takcs the forexgn

exchange risk. RPE is therefare extremely attractive compared with other hn5 of crcdu o

- administered through thc dcvclopment banks
. .

This project docs not assist businesses which are involved in:

commodity trading
real estate development

insurance
speculation

L ]
®
o finance
®
®
e on-farm production

To be eligible, the business must have one or more of the following characteristics:

e Be labor intensive - require no more than KShs 80,000 for each new job created;
e Be export-oriented or be for import substitution;

e Provide more markets, mputs, processing or services for agricultural or other rural producuon

based on locally availabie inputs.

WHAT ARE THE LOAN TERMS AND CONDITIONS OF RPE? |

Interest Rates: RPE loans are lent to the subborrrowers at the prevailing market rates of interest
and are subject to change depending upon the maximum lending rate fixed by the Central Bank

of Kenya.
Repayment Period; Between 3-8 years. Up to a 2 year grace period is possible.

Credit Risk; Although funds for the program are provided by USAID, participating commercial
banks bear the entire credit risk. Loans wiil therefore be made only to those borrowers who are

creditworthy.

FOR MORE INFORMATION CONTACT: RPE PROJECT OFFICE, DELOITTE HASKINS &

SELLS, PO BOX 40092, NAIROBI. TELEPHONE: 742121

N
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Ruyal Private Enterprise

The Rural Private Enterprise
(RPE) project provides long-term
financing to targeted, productive
enterprises in Kenya. Its primary
objectives are to increase rural
production, employment and
income and to institutionalize
longer term lending In Kenya's
commetcial sector. :

" The project, is funded by the -

United States Agency for
International Development
{(USAID), and managed by the

"~ management consultancy Delitte
- and Touche/Deloitte Haskins &

Sells. 1t is based on the
awarengss by the Government
that the private sector is the best
means to allain many
development objectives. RPE is
targeted to agricultural and
manufacturing oft-fcem
enterprises, primarily capital
investments, outside Nairobi and
Mombasa.

The project also provides training
and technical, financial and
managerial assistance to sub-
borrowers at the early stages of
enterprise implementation. -
The paricipating banks through
which the RPE funds are
channelled, contribute one third
of the total loan amount 1o the
sub-borrowers. The banks are:
the Kenya Commercial Bank
(KCB) and its sister Company
Kenya Commercial Finance
Company, the Barclays bank ot
Kenya and The Standard
Chartered Bank.

The basis tor selecling these
banks was their capacity and
willingness to lend 1o rural
borrowers, financial and
administrative soundness and
abilily to provide business
advisory services to the sub-
borrowers.

(RPE) Project

At the beginning of the project,
each bank received a grant from
the project for equipment that

could strengthen their services to

customaers in small businesses.

According to the RPE Project
Manager, Mrs. Barbara Robin
Steenstrup, the total amount of
RPE loans-was KSh 494 million as

at the end of November, 1890. R

The money has financed 79

projects ranging from bakeries 1o ‘-

. floriculture production and cloth *
‘manufacturing.” - To date the ‘

smallest loan Is KSh 92,000.

Only two business women are
sub-borrowers in their own right
although a good number have
benefited from the RPE funds,
fraining and management
assistance, "We would like to see
an increase in women's
participation, and more training for
all business people”, says Mrs.
Steenstrup. She emphasizes that
not all the project funds have
been fully utilised by local
entreprensurs. She calls on
eligible business people to make
use of the RPE project, which is
scheduled to end in March 1991.
The main advantage of RPE funds
is a grace period of up two years
and a long repayment period of up
1o six years. Interest is at market
rates.

Businesses that have received
RPE loans are spread over most of
the counlry. Mrs Steenstrup
however laments, that no
entrepreneur from North Eastern
Province has as ye! benefilted.
"We do have a number of
enquiries from Garissa and hope
that at least one of them will
materialise into a viable business
with the help of RPE", she says.

Recently a Review Team was set
up to look into the future of RPE

Mrs. Steenstrup, .
RPE Project Manager
reflow funds.
RPE funded businesses and
participating bank branches in
Western, Nyanza, Rift Valley,
Eastern, Central and Coast
Provinces. The Team
recommended that there should
be a revolving fund so that small
businesses in rural areas can
continue benefiting from longer
term lending.

The Team also recommended that
any bank in the country have
access 1o the fund, provided the
bank has over 15 outlets in rural
areas and has a commitment to
term lending. The
recommendalions are presently
being studied by USAID and the
Government of Kenya policy
makers.

Business people interested in
more information about RPE
funds should contact their local
bank manager from one of the
participating banks or the Project
manager at the lollowing address:

RPE Project Manager,
Deloitte Haskins & Sells,
P O Box 40092,

Nairobi

Telephone: 742121

IPC Investors Newsletter

January 1991

The team visited o
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‘Business advisory

services

financia) services 1o cuilomen
hay reveslsd an urgent nted o
creste business advisory sevices

- 'KCR's experience tn praviding Kemya ‘Commercial Flnance

Com (KCFC) have sdminis-
mJ' s:vycul credit schemes for

. to enhance the managemen! ca- ./ znlerprises.

. oahility of Kenysn businessois /.
and entreprencury both small and
e largee - e L -
This service is now available at
. KCB through s tesm of qualified
- . stafl in the bank’s business advi- -
- sory services (BAS) division who

are pleased to assist'by identify-

.. ing and investigating problems
" “"concerned  with " policy

- organisstion, management a:
sviteros, - '

They recommend appropriate
sction and help o implemeat the

__ recommendations made.

A large number of businesses
have alresdy acknowledged the
significant begefits gained from
these services. DAS has, in the

rocess, grovn into ooe of the

sding consulting institutions in
the country In matters related 2o
finance, economics and benking.

Since 1977, when the business
advisory services was started,
KCB together with its subsidisry

deeply invohed in the inforinal

scctor. BAS-has played a funda. . ..
“ gental role in the co-ordination,
- advisory and implementation of - . ..

In recent yém. it ha been .

small and medivm scale ..

severa) schemes including foreign o

. lines of credit from the Interna.
- tional Finance Corperstion
“(AFC), Oi! and Petroleum Ex-

- porting Countries Fund (OPEC)

and the United States Agency for
International Development
(USAID); Jua Kali or Saformal
s«ﬁ' credit !l'mnmmr
()

rogranad ((RPBRY And The
E‘;ﬁ‘t cﬁmm‘sc me, the
latter & programme meant to fin-
ance wotking capital for small
scale enterprises that are foced
with the problem of adequate
mﬁtz&

In addition to these specialised
schemes, the Dank has contiaued
10 asvist medium and small xale
eolerprises through its normal
lending. .




.

.'?'!V_ N "-.’ pm——y

7. )
e dyer

Deloitte
Haskins+Sells

o
i

AT

Bank of Kenya Ltd, Standard Chartered
Bank Kenya Lid, and Kenya
Commerdal Bank Ltd together with its
subsidiary Kenya Commercial Finance
Company Ltd. The scheme is adminis-
tered for USAID by the management
consultancy firm of Deloitte &
Touche /Deloitte Haskins + Sells.

~ Any business based outside Nairobl
or Mombesa can qualify for a loan, pro-

vﬂmﬂﬁﬁﬁba&hﬂmdhm ’

main criteria. To do so the business

. must:

| . createemp

ENTERPRISE |
PROJECT

- encouragmg

_rural business

The Rural Private Enterprise (RPE)
Project is a special loan programme
aimed at encouraging Kenya’s rurally
based, privately owned businesses to
develop and prosper. Additionally, it
aims to institutionalise long term lend-
ing in Kenya’s fina.yzial sector.

The United States Agency for
International Development (USAID)
provides USS24 million in funds for the
programme. This is in addition to the
funds contributed by Kenya's three
largest commercial banks; Barclays

R g

. .
PRI TN

P TTTETIT ST e
. e

e beexportormltdorbe[uhnpoﬂ
. substitutiong

processing or services for agricultur-
" al or other rural production based

... on locally available inputs. As an
* . exception, businesses In this last cat-
-+ egoty can be based anywhere in the
*. country, including Nairobi and
.* Mombasa.There is no minimum
amount for an RPE loan, and help
and advice for those seeking more
information is easily obtained from
branch managers of participating
banks, or the Deloitte contacts listed
at the end of this article.

Technical and management assis-
tance is provided for borrowers so that
problems can be ised and solved
early, and the banks’ risk exposure is
controlled. Deloitte has designed and
installed a computer system at the
Central Bank to permit tracking of the
funds.

Since its inception the programme
has assisted some 79 Kenyan businesses
lending a total so far of some Shs 494
million. These have
ranged in scope
from the develop-
ment of a horticul-
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. 12 BANK PERFORMANQE * tural farm through
§ 107 B Anecatien establishment of a
Y Caapprovie modern bakery to
- the upgrading of a
4 ;J local hotel to enable
ol _.::l_ it to cater to the

xcs Sarclays Standard tourist industry.

201 LOAN PROGRESS Each of the pro-

- — Approvele jects has benefited
§ 151 <- Total Disbursements from a scheme
E o] T CBNOlbumements __—" . which appreciates
® aﬁshora that to sup'n'e and
S s NPT to grow in a com-
........ oL petitive environ-

¢ EE 3 ment, businesses

need funding, risk

“*, provide for more markets, inputs, "

Appendix IV, 3
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minimisation and help with otherwise
expensive business management and
consultancy skills.

Two enterprises which have
obtained loans through RPE are Kega
Industries, a garment manufacturing -
operauonatl(xkuyu,andacoﬂeepm- :
cessing plant at Embu. T

Kega Industries has used funds to

construct a new factory and to purchase .

new machinesy, and since moving to
new premises and installing the new

- equipment, production has risen by
over 70%. Deloitte Haskins + Sells
" judged that Kega's success could be fur- .

ther enhanced by assistar.ce in book-
keeping and in establishing a stock con- .
holsystmu\dsosauacomdhmw. -

~ provide this service earlier this year.

This successiul busmess now

‘ employs over 50 people.

AncthumummMeram"

usedhuRPEloantostabhshathm o
disc coffee processing plant, involving "
the construction of a plant, installation . -

of electricity and machinery incdluding a
water pump and water storage tanks.
As the owner of several coffee farms in
the area, this extension of his business
has enabled Mr Mwea to employ 2
manager to run the factory, a farm man-
ager to run the coffee plantation. and
up to 100 people to pick and process
coffee as the season demands.

With the slump in the international
coffee market Mr Mwea has found the
funds and the management skills
offered through RPE invaluable, both in
the running of the enterprise and in
raising additional funds.

In 1991 the RPE project will come to
an end in its present form. It has been
recommended that funds already
repaid from the initial loans be made
available for lending through an RPE
Revolving Fund. Discussions exploring
ideas and key issues concerning this
fund are underway between the
Government of Kenya, USAID and
Kenya’s major banks.

Such an approach of prudent and
careful planning for the use of RPE
resources will help to ensure that the
success of this programme continues to
benefit Kenyan businessmen and
women, and the Kenyan economy, long
into the future,

For further information contact one
of Deloitte's RPE management team -
Barbara Robin Steenstrup, Kimani
Nioroge or Ruth Gathee on 742121.
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he Rural Private Enierprise
(RPE) Project is a special loan
programme simed at encouraging
Kenya's rurally based, privagely
owned business to develop and
prosper. Addilionally, it aims to
. institutions long terms lending in
Kenya's financial sector.
USS24 million of funds Jur the
programme are provided by the =
United States Agency for i

,. international Development (U'SAID)

and by three of Kenya's largest
-~ commercial banks; Barclays Bank of
Kenya Ltd, Standard Chartered

.». Bank Kenya Ltd, and Kenya

" Commercial Bank together with its
subsidiary Kenya Commercial
Finance Company Ltd. and the
scheme is administered for USAID
by the management consultancy firm
of Deloitte & Touche Deloitte
Haskins & Sells,

Any business based outside
Nairobi or Mombasa can qualify for

a loan, providing it fulfils at least one

of the three mait: criteria. To do so
the business must;

*create employment;

‘Encouraging rural based business =

®be export-oriented or be for import
substitution;

eprovide more markets, inputs,
processing or services for agricultural
or other rural production based on
locally availabZe inputs. As an
exception, business in this last
category can be based anywhere in
the country, including Nairobi and
Mombasa.

There is no minimum amoun! for
an RPE loan, and help and advice
for those seeking more information is
2asily obtained from any of the
contacts listed at the end of this
article,

Technical and management
assistance is provided to borrowers
so that problems can be recognised
and solved early, and the banks' risk
exposure is controlied. Deloitte has
desipned xrd instailed a computer
system at Central Bank to permit
tracking of the funds.

Since its inception the programme
has assisted some 75 Kenyan
businesses. These have ranged in
scope from the development of
a horticultural farm through

establishment of a modern bakery to
the upgrading of a local hotel to
enable it to catsr to the tourist
industry.

Each of these projects has
benefited from a scheme which
appraciates that to survive and grow
in a competitive environment,
business need long term funding, risk
minimisation and help with otherwise
expensive business management and
consultancy skills.

Two enterprises which have
obtained loans through RPE are
Kega Industries, a garmant
manufacturing operations at Kikuyu,
and a coffez processing plant at
Embu.

Kega Industries has used the funds
to construct 2 new factory and to
purchase new machinery. snd since
moving to new premises and
installing the equipment. production
has risen by over 70%. Deloitte
Haskins and Sells judged that Kega's
success could be further enhanced by
assistance in book heeping and in
establishing a stock control system,
and so sent a consultagt to provide

L 2 East Alrica Report on Trade and Indusiry Vol. 5 No. &




[ Expormg ideas about the RPE Revo-
s Iving Fund.

Foreground: Kimani C. N]oroge
[ A ssistant Project Mgr.

this service earlier this year.
This successful business now
cmploys peaple,
At Githimu in Embu, Mr. Njeru
Mwea has used his RPE losn to
establish a three disc coffee
+ processing plant, involving the
construction of plant, installation of
electricity and machinery including a
. water pump and water storage tanks.
As the owner of several coffee farms
in the ares, this extension of his

l business has enabled Mr. Mwea to
employ a manager to run the factory,
a farm manager to run the coffee
plantation, and up to 100 people to

» pick and process coffee as the season

denands.

L v ith the slump iz the international

—

coffee market Mr. Mwes has found
the funds and management skills

.ofTered through RPE invaluable,

both in the running of the enterprise
and in raising additional funds, from
bank overdrafts, for example.

. Jn 1991 the RPE Project will ccme
--to-an end in its present form. Funds .
" slready repaid from the initial loans
* will however, be made available for

“lending through an RPE revolving

.+ fund. Discussions exploring ideas

- and key issues concerning this fund

are already underway between the
Government of Kenya, USAID and
Kenya's major banks.

Such an approach of prudent and

~careful planning for the use of RPE

resources will help to ensure that the
success of this programme continues
to benefit Kenyan businessmen and
women, and the Kenyan economy
long into the future.

" RPE fact sheet shows an nmprcsswc

_farm enterprises and 1o provide | them
- with management and techr.ical servi-
ces, RPE also has the more important ="
objeciive of institutionalising long- " .-

A qulck glance at f‘acb from t

“record. With its aim asto provndc the

L wndcst number of rural borrowers cre-

dit for establishment orexpansion o‘T-

term lending in Kenya's financial sec-
tor.
The totalamount of loans approved

to date Kshs. 464 million with total of

73 loans which can be summarised in
sectors as follows;

Kega Fashions moved loitsnew premises Kikuyu this year and expanded
production with the help of an RPE loan. More tian 50 people are now
employed

East Alrics Report on Trade and Industry Vol. $ No. 8-
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al LOANS AND BUSINESS ASSISTANCE
( ;::::; hdus_"y iz

[ .0ans under kshs. 1 million .......... 27
| .oans between Kshs. [ million ....... 35
Kshs. 9,99 million...ccoceevesseneess 1l
r*.0ans of kshs. 10 million and over .... 1l

+ Expansion of a wheat and maize
milling plant

Establishment of a small building
block-making plant .
Rehabilitation ofa coffee farm inclu-
ding assistance in installation of an .
irrigation systcm and clccmf'-,"' '
cation. :

Dcvelopmcntofanmtcrgawdagmu)-' _— ‘
tural project involved ingrowingof ‘ S
: horticultural produce and coffee.” ~:~. @ Upgradmgofalocalhoullocnablc

Rehabilitation of ;mall-walc coffee )

pulping plant

Modemnization of a tem!e factory
Development of a homcul!ural
farm '

it to cater to the iourist industry

Expansion of transport business’
involved in transportation of agricul-. -

tural produce.
Establishment of a lishing busmcss

Tlu owner am! manager of K egaF ash«ons, Mrs. RuthK. an’uH (nghr) ducu-
" stesan order with one of her clients. ’ :

‘@’ Expansion of a mctal workshop

_® Rchabilitation of sawmill - o

e Establishment of 2 modem bakery
Management assitance and truining

is provided tothe sub-borrowersinthe -

arcas of book-keeping, balance sheet -

to advice on the investment opportunities available 10
a both forcign ald local investors.

T he Investment Promotion Centre was established by
an Act of Parliament to promote and facilitate, both
local and foreign private investments in Kenyva,

With up to the minute information on manufacturing
undcr bond. financing and interested joint venture
Partners IPC can provndc you with the necessary
details for investment in Kenya. All our services are free

We maketheright _SEtEhas
connectlons
between investors & Opportmme\,_

1PC have all the facts at their fingertips when it comes

IPC=

INVESTMENT PROMOTION CENTRE
‘ Nauans!l Bank Buiding, 8th Floor, P.O. bon 88704, NBI. %
i Tol: 21401 KENYA, Tolex: 28480 Biachars, N8I,
Fax: 338462

PROMOTING INVESTMENT IN KENYA.

of charge.

If you have an investment potennal n
manu(acturing, agro-industry, tourism, building and
construction or any other sector and want to make the -
final connection, write to IPC.

Please state your name, addrers and telephone
number, your present business, f:1e area of investment
you are interested in. and your investment capability. It
you huve any other resources please specify.

"B\
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The Think tank - a brain
storming session

Explarmg ideas about the RPE Revo-

lvmg F und

From Lejl Jamasai Onyango. Senior
aupenlendanl, Central Bank.

Palle Heyn Johnsen, Ihad of Pro;ect

T

ins & Sells. P. 1. Khasiani, Advances
Officer, Kenya Commercial Finance

- Company. Justus Omolo, Project Specia-

list. US AID.

preparation. early problem identifi-
cation and others. These skills are
important to the management of a
business and thus help to reduce a
bank's exposure to risks.

All projects under the RPE Project
are closely monitored by Deloitte &
Touche at no cost to the banks. The
monitoringallows problems to beidenti-
ficd early. appropriate action to be
taken and risk exposure of the banks
reduced. Above all. RPE loans are
profitable to the banks because they
arelent tosub-borrowers at the prevai-
ling market 1 ates of interest.

The RPE loans arc attractive to
borrowers because they are long term -
repayment of up to & vears. they arc
available with a grace period of upto 2
years and finally any sizc of business:-
small, medium and large loans an be
provided.

For further information on the
Kenya Rural Private Enterprise
Project, contact the hranch manager
of the nearest participating bank -
Barclays, Standard Charteced, Kenya
Commercial Bank of Kenya
Commercial Finance Company - or

any of the following:
Manager, Small Business Unit
Barclays Bank of Kenya

Bank House

Moi Avenue

P.0O. Box 30120

Nairobi

Tel: 332230/337485

‘A number of Women from Kikuyu
have been empoyed at Kega Fashions’

newly expanded location. Kega was

Credit Manager

Kenys Commercial Bank
Head Office

Kencom House

P.0O. Box 48400

Nairobi

Tel: 339441

Project Manager

Rural Private Enterprise
Project

Deloitte Haskins & Sells
P.O. Box 40092
Nairobi

Tel: 242121 ‘_ -

- Mr. .luslus Omolo
- . USAID/Kenya . .
" P.0. Box 10261 - :
" Nairobi L
: . A - Tel: 331160 a\’ ns '
Co-op Development Fund, Co-op ' :
" Bank. Ms. Ruth Gathee. Administr-
" " ative Assistant (RPE), Deloitte Hask-

' "'C redit C ontrol Mamger
-Standard Chartered Bank

Stanbank House
Moi Avenue
P.O. Box 100083
Nairobi

Tel: 330200

Chie/, Manager

Renya Commercis} Finance
Company Ltd.

Kencom House

P.0. Box 48400

Nairobi

Tel: 339074

="
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assisted through an RPE loan for
equipment.
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'BRANCHLINES

heikh Abdulkadir, pariner in
Kadir's Bakery, chairman of
the Lamu Branchofthe Kenya
National Chamber of Com-

merce and Industry and holde of a
United States Agency for International
Development (USAID) Rural Private
Enterprise (RPE) Project loan recently
inspired a busmess clinic in Lamu,
When the RPE project manager
Barbara Robin Steenstrup visited the
bakery to monitor its progress, Sheikh
Abdulkadir suggested that other busi-
ness people in the area could benefit
from more business information and
access to credit. He asked # RPE
could help. The.answerto his question
was a business clinic un by three
consultants: Kimani Njoroge, Khadija
Shamte and Ravi Ruparel from the
managementconsultamylwmbelonte

Thika
Makes
History

THIKA strode into the annals of history
by becoming the first branch of the
Kenya National Chamberof Commerce
and Industry to stage a trade exhibi-
tion. Tailored onthe lines of the annual
New Kenya Trades gxhibition, the
Thika Trades Exhibition will however
have a wider participation as exhibits
willinclude evenfarming and livestock.
- - The Thika exhibition will also dilfer
fromthe New Kenya Trades Exhibition
in that, while the latter displays only
those goods that are made in Kenya,
the former is open to all. At an inaugu-
ral dinner dance which was officiated
by the Thika DO 1, branch chairman
George Thuotold members and guests
that the branch decided to blaze the
trail for the other branches because
out of Nairobi Thika is the town with the
biggest industrial establishment in
Kenya.

Mr. Thuo who is also the exhibition

Horendix
Y A 4

Business Clinic in Lamu

Haskins + Sells.
Together with George Nzou, the

manager of the Lamu Branch of Stan- .

dard Chartered Bank and his staff,
group and individual meetings with
localbusiness peoplewere heldovera

* two-day period. The consultants ad-

vised individuals and paved the way
for a continuing dialogue with the bank
and the RPE project. The clinic at
Lamuwas anoutstanding successwith
almost 40 attendees advised and

'helped

This is just one example of the ac-
~tivities underlaken and funded by the . -

RPE project. RPE Is a special loan
programme aimed al encouraging

: Kenya srural!ybased pdvate!yowned :

i Gearge Thuo

chairman said ihe' exhibition had éi-

tracted traders and industrialists from
Thika, Nairobi, Murang‘'a and
Naivasha. He considered this a sign
that future exhibitions will draw partici-
pation irom all over the country. “This
is very encouraging,” said Thuo who
was flanked by his vice-chairman, Mr.
Cyrus Gichinga. and his secretary, Mr.
W.KimaniKang'ethe,who are alsothe
exhibition co-ordinator and secrelary
respectively.

According to the branch chairman
organisingthe Thika Trades Exhibition

businesses o develop and prosper.
Additionally, it aim:: to institutionalise
longer term lending in Kenya's finan-
cial sector.

USAID has provided US$24 million
in funds for the programme. This is in
addition to the loan funds of Kenya's

three largest commercial banks; -,
Barclays Bank of Kenya Ltd., Stan- .
dard Chartered Bank Kenya Ltd. and "~ -

Kenya Commercial Banktogetherwith .

‘its subsidiary Kenya Commercial Fi- -~
nance Company Lid. The schemels .

managed for USAID by the firm of - .
Deloitte & Touche/Delome Hasknns & -
Sells. -

More lnlom\atson on RPE on

Page 2{4 o

W. Kimani Kang'ethe

has not been an easy task. He is
therefore very gratefulto all those who
have been assisting the branch espe-
cially the nationial headquarters, the
Thika Municipal Council, government
departments, and the Thika industrial
community which has offered volun-
teers to help in the organisation.

In addition to the product displays
the exhibitionwill stage fashion shows,
traditional dancers. choirs and acro-
bats. The exhibition wilibe crowned by
abeauty contest where Ms Thika 1990
will be selected.
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Awstance for Rural Investors

(USAID) has a special proj
ect to assist investors in the

he United States Agency for
B | i Intemational Development

l" rural areas. The project is being ad-

- ministered through three local banks
and a firm of management consult-

- ants.

The Rural Private Enterprise Proj-

% ect (RPE) makes funds available to

—_— o

Barctays Bank of Kenya Lid., Stan-
dard Chartered Bank Lid., Kenya

. Commercial Bank Lid. and Kenya
~ Commercial Finance Co. Lid., which
. In tum provide loans and other busi-
. hess assistance to Kenyan business

men and women. Technical and man-
agementassistance are available from
Deloitie Haskins and Selis and the
three participating commercial banks.
The loans are to help finance private
businesses, mostly in areas outside of

" Kenya's major cities of Nairobi and

Mombasa.

Business assistance is provided in
carrying out feasibility studies on the
businesses from which loans are re-
quested, withbusiness operations such
as book-keeping or problem-solving,
and in training in various relevant

-To app

skills. Feasibility study costs will be
made on a cost sharing basis between
USAID and the loan applicant with
feasibility study costs not exceeding
2% of proposed investment.
Although funds for the programme
are provided by USAID paricipating
commercialbanksbearthe enlire credit

risk. Loans will therefore bemade only

to those borrowers who are credit-
worthy. In other words usual lending
criteria govemmg oommercual banks
will apply. _
Firms that can be helped

* eligible to borrow moneyin Kenya
in accordance with Central Bank
of Kenya Exchange Control No-
tice No. 19;

* privately owned and managed,;

* afor-profit business, and

* located outside of Kenya's major
cities of Mombasa and Nairobi
(except for agri-business which,
located inthese two cities, may be
financed after (USAID) review and
approval to ensure very strong
links to rural area).

Eligible Investments:
Tobeeligibleforloans, investments

Kega Fashions of Kikuyuis one of the benefactors of the RPE project

* may be impored, orpurchased locally. -~

Under the RPE project, USAID pro- - .7
vides two parts of loan funds for every

ly for assistance tirms must be: ‘

- commercialbank. For example, witha

"KShs. 3 mifion RPE loan, KShs. 2

must be either for: starting up a new
business; or expanding an existing
business. Loan funds may only be

used: to acquire fixed assets suchas . :
land, buildings and machinery; andfor ' ‘.
related services such as equnpmenl

installation.

However, funds for working capnal S
may be obtained under the scheme . '
from a participat
funds. The goods or services funded

one part provided by the participating

million s provided by USAID and 1 .- <"
million by the bank. '

RPE as aprojectendson31 Marchi, -~

1991. After that date, loans will be -
available through a revolving fund.
What qualities should the start-up
or expansion have?

To be eligible, the business start-up
or expansion must have one or fiore of
the following characteristics:

* be labour-intensive, i.e. require no
more than KShs. 115,000 (US$
5000 equivalent)® for each new job
created;

* beexport—orientedorbeforimpon
substitution, that is, have potential
to increase net foreign exchange
availability and/or

* provide more markets, inputs, proc-
essing or services for agricultural
or other rural production based on
locally available inputs.

On-farm production activities are
excluded uniess they are part of a
vertically integrated processing or
manufacturing business.

Which types of activities might be
assisted?

In general, this project will help
tinance most rural oft—farm private en-
terprise capital investments which are
related to agriculture or manufactur-
ing.

A business which is related to agri-
culture includes vertically integrated
farming, lishing or forestry activities.
The business might be involved in:
processing food or other agricultural

BUSINESS Journul — December 1990
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crops; producing farm inputs such as
tools, seeds, fertilizer or machinery;
producing fishing inputs such as nets,
boats, hooks of lines; providing serv-
ices suchas distributing, storing, trans-

. porting or retailing agricultural, fishery

and forestry products.

Typical businesses which might be
assisted are those involved in pos-
sessing of: coffee and tea, fruits and
vegetables, sisal,fish, edible oils, hides,
wood and livastock, others are those
involved inthe manufacturing of: build-
ing materials anequipment, hand tools,
animal feed, human foods, consumer
goods. This might include bakeries,
footwear, soapmaking, woodprocess-
ing and any other form of manufactur-

ing.
- Business actliviiles that cannot

be helped: - v

This program does not assist busi-
nesses which are involved In: com-
modity trading, real estate develop-
ment, finance, insurance, speculation,
or on-farm production. On-farm pro-
duction activities may only be consid-
ered for assistance if thay are partof a
vertically integrated enterprise whose
major aclivity is processing or manu-
facturing. (Vertical integration is when
a number of processes are linked and
each adds value to a raw material for
eventual sale. For example, a dairy
farm producing milk and then process-
ing the milk on the farm to produce
butter or yoghurt and packing # for
sale.)

There is no minimumloansize, and
it is unlikely that loans would be made
in excess of KShs. 17,250,000 (U.S.$
750,000 equivalent). However, loans
above KShs. 17,250,000 (U.S.$
750,000 equivalent) may still be ap-
proved on an exceptional basis if suf-
ficient development impact can be
demonstrated. In addition, banks are
encouraged through financial incen-
tives to make smalier loans with a
valuelessthanKShs. 1,725,006 (U.S.$
75,000 equivalent). Repaymen! pe-
riod: belween 3-8 years andupto a2
year grace period is possible.

Business assistance:

The program provides some busi-
ness assistance inthe following areas:
feasibility studies, management assis-
lance, management and technical
Iraining.

(1) Feaslbllity Studles:

Assistance in analysing the overall
feasibilty of proposed -investments
which may include cost/benefit analy-
sis, market analysis, technical produc-
tionrequirements, procurementneeds,
etc. Feasibility studies are provided on
acost-sharingbasis whichmeans that
the business man or woman applying
forthe loan must pay part of the cost of
these services. Management assis-
tance and training are provided by
USAID through Deloitte Haskins and
Sells, also on a cost sharing basis to
borrowers. ’

(2) Management Assistance and
Tralning:

Apart from feasibility studies, the
RPE project will provide the following
technical assistance to borrowerson a
cost sharing basis: Direct manage-
ment assistance and Training. Man-
agement assistance and training

management assistance and training -

may be provided as needed in the
areas of bookkeeping, balance sheet
preparation, early problem identifica-
tion, trouble shooting, production or
any other service that may be deemed
necessary to enhance the success of
a project.

In the last three years, the partici-
pating banks have approved loans of
over KShs. 200 million to Kenyan
business men and women. Specific
projectswhich have beenassisted are:
expansion of a wheat and maize mill-
ing plant, establishment of a small
buikding block~making plant, rehabili-
tation of a coffee farm including assis-
tance in installation of an irmgation
systemanelectrification, development
of an integrated agricultural project

o Y S .
RPE project manager - -~ ..

involved In growing of horticuttural . §
produce and coflee, rehabilitationofa .. |
smalt-scale coffee pulping plant, mod- ., B

ernisation of atextile factory, develop- .
ment of a horticultura!farm, upgrading
of a local hotel to enable it to caterfo
the tourist industry, ex nola:-
transport business involved in trans-
portation of agricultural produce, es-
tablishment of a fishing business,
expansion of a metal workshop, reha-
bilitation of 3 sawmill, and establish-
ment of a modern bakery.

Details about the programme are
available from the branch mange of
the nearest bank (Kenya Commeicial
BankLtd.,Kenya Commercial Finance
CompanyLtd., Barclays Bankof Kenya
Lid., or Standard Chartered Bank
Kenya Lid.) or any of the followingot-
ficers in the box.

‘Small Business Unlt, Manager
Barclays Bank of Kenya

Bank House, Moi Avenue

P.O. Box 30120, airobi.
Telephone: 332230/337485

Project Manager

Rural Private Enterprise Project
Deloitta Haskins + Sells .

P.O. Box 40092, Nairobl.
Telephone: 742121

Credit Control Manager
Standard Chartered Bank
Stanbank House, Moi Avenue
P.O. Box 30003 Nairobi
Telephone 330200

Credit Manager

Kenya Commercial Bank
Head Office .- . :
Kencom House, Moi Avenu
P.O. Box 48400

Telephone 339441

Mr. Justus Omolo
USAID/Kenya

P.O. Box 30261, Nairobi
Telephone: 331160, Ext. 228

Chief Manager

Kenya Commercial Finance Co. Ltd.
P.O. Box 48400, Nairobi

Telephone: 339074
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Avcendix V

3usiness Clinics

Business clinics are intznded to assist entrepreneurs with
potentially good business ideas to articulate them and zut their
thoughts on paper. The concept of Business Clinic was Zeveloped
to guide small scale enterprenuers in preparing loan
applications., The clinics were offered as a service of the RPE
project and carried out jointly with credit officers fron the
individual branches of' participating banks.

Procedure

The Head Offices of the commercial banks participating in RPE
were asked to select branches which have customers who may have
good business ideas but who would be likely to have problem in
preparing loan proposals, After the branches were selected, the
RPE management unit sent promotional materials to the branch.
The materials included a large poster, for prominent display in
the main banking hall and other visible places in the bank, and
leaflets for distribution to the customers. The leaflets
. explained in.Swahili and English the. purpose of the clinic,

" details of how to apply and where to attend. An example of a
leaflet is attached. -

Each one day clinic’consisted of two sessions, the first attended
by all participants, dealt with general issues related to
_preparation of business plans and the importance of developing a .
business jdea fully before approaching the bank manager for a
loan. A questionnaire °*Putting ideas on Paper® was distributed
and used as the tool of instruction (see attached). During this
part of the clinic, guestions on the RPE project were an:wered.

The second session was cesigned for business people with
partially developed ideas and who would like assistance on how to
put them on paper. These individual sessions were held in
confidence. It was the responsibility of the Deloitte consultant
to create an epvirontnent for free discussion. The cons:ltants
role is to faciliiite the borrower to expand his/her thinking to
all the dimensions of the project, to identify gaps in the
business plans whether written or oral and to guide the
participant on how to put the .ideas.on paper in terms of a

comprehensive plan.

The credit officers were responsible for continuity and follow-up
with the potential borrowers. Business clinics also served as
on-the~job training for bank staff to help them to understand the
broader dimensions of the projects in question and to irprove
their skill in appraising them,

Also, they learned how to conduct business clinics on their own,
subsequently increasing their ability to assess projects which
have a good probability of success.

3usiness clinics were conducted at the bank branches,

A total of 144 entrepreneurs attended RPE Business Clinics
between September 19 1990 and January 23rd 1991. Out of these 93
attended individual sessons. (See the attached list of clinics
held).
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UNITIO STATES OF aminICA

i

ATTENTION ALL POTENTIAL BUSINESSMEN
AND WOMEN!

SIKILIZENI WAFANYA BIASHARA WOTE NA
WATAKAOFANYA BIASHARA!

Business Ideas ‘Clini¢’

Do you have a business idea but need
belp in developing it or presenting it to
your bank to raise finance?

Free help is at hand!

How? By autending a {ree Susiness ‘clinic’
Where? At this branch

When? Sce posters for date

Who will be the *doctor’? Abusiness
adviser  from the management
consultancy firm of Deloitte Haskins +
Sclls will be there 1o discuss your project
and advise on how to approach the bank
1o make it a reality.

'Kliniki' ya Mawazo ya
Kibiashara. . .

Je,una wazo labiashzraambalo unahitaji
usaidizi? Wazo hilo ni la kuendcleza
biashara au kupelcka wazo kwa benki ili
upate fedha?

Utapata usaidizi bila malipo!

Vipi? Kwa kuhudhuria ‘kliniki® ya
biashara bila malipo

Wapi? Katika tawi hili la benki

Lini? Angalia tangazo kwenye ukutani

Nani atakua daktari?Mshauri wa
biashara kutoka kampuni ya wataalamu
wa biashara ya Deloitte Haskins + Sells,
ambaye atazungumza nawe kuhusu
mawazo yako na atakupatia mawaidha
juu ya kuenda benki juu ya kuanzisha
biashara yako.

How to apply

Just fill in the form below and retum it
to the bank manager of!hls branch. .

NOW! .

Name:;

Type of business:

) Ar--adit v, 2 —

" ‘Utajiandikisha namna gani?

Jaza fomu hii na uirudishe kwa meneja
wa tawi la benki hii. -

SASA HIVI!

Jina:

Aina ya biasharu:

Address:

Anuani;

Telephone:

For morc details 1alk to the branch
manager.

Simu:

Muone meneja wa tawi la benki hii kwa
maclezo zaidi.
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. r Rural Private Enterprise Project {RDE)

Providing Iong termioans andlechmcalass:stance lorural prvale enterprisesin Kenya
o

[ STARTING A BUSINESS .

Putting Ideas to Paper

8 - Ask yourrielf the following questions ,,:;;

' -~ Write do~n your answers S

- Use the answers to do more research and prepare a business .-
proposal/plan '

ES

a) Ownership/Managément o, L

,Whélwill run the business?
- Do you have the experience?
- Will you have partners?

- What experience do they have? : o e
- Do you need to employ managerial help? o

- b) The Project

How are you going to make your product?

What products will you make?

- What equipment is needed?

What labour skills are needed?

Where will you get raw materials from?
What premises will you operate from?

c) The Market

Who will you sell to?

- Whe are your potential customer~?

- Why would they buy from you?
l - How large is the market?

- Who are your competitors?

- How will you distribute your product?
L - Will you advertise?

d) Financial Projection

L How much money will you make?

- What will be your monthly revenue?
, - What will be your monthly costs?
‘ - Whatare your capital costs?
- How quickly can you collect revenue?
- How soon do you have to pay suppliers?
- How much money do you need to start?




Appendix V, 4

BUSINESS CLINICS

Bank No. of No. of
Participants Clinicse

1399

Sept 19  SCB, Moi Avj 15
Sept 290 SCB, Ath‘i Hiver

Oct 17 SCB, Lamu: 30

Oct 19 BBK, Nyeri .4

Oct 24  BBK, Thika . . 4

) Oct 26 - BBK, Nakuru = 18

" . = Nowl - _"BBR, Eldoret - 30
.- Nov 2 . BBK, Kisumu - - 26

“" Jan 16  BBK, Nakuru
~7 Jan 23 BBK, Nakuru

Total
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BARCLAYS BANK OF KENYA

Head Office

Bank House, Moi Avenue, POBox 30120, Nairobi, Kenya
Telephone 332230

Our Ref: SBU/RPE/IWM Cablcs BARCLAHEAD NAIROBI
i : Telex 22210

( March 26, 1991

- Mr. Kimani Njoroge, ' _ »

Assistant Project Manager, o T:.
- " RPE Project, : . . " S e
.- P. O. Box 40092, - ' '

NAIROBI. . : ' : .

: j";l_)éér' M}r.' f Njofoge; '

"-'v“'{.iiEETING TO MARK'END OF THE RPE_PROGRAMME

2o f:During the abovc mcctmg held on March 22, 1991 1 mentioncd to
" k.. you that 1 would ‘send you a copy of the paper that 1 presented
{-’7 at the -mecting.
1 am glad to attach the paper for your attention and record. 1In
L this connection you may recall having asked me whcther in my
opinion the RPE programme has had any impact on commercial bank
) lending culture. My feeling is that such a change would normally
[ take time to come through. Our joint promotional strategy involving
-~ regional workshops and business clinics launched last ycar had
some positive signs as our staff began to articulate the essence
! of cashflow lending and the merit for professionalism in such areas
as project promotion, evaluation and client counsclling.

r In addition, RPE had -bcen launched at ‘a time when there was no
L significent liberalisation of Kenya's highly controlled economic regime
g ) which tended to inhibit any significant transformation of the traditio-
nal commercial bank lending culture. Nevertheless, the geod news
is that the banks concerned gained valuable experiences through
RPE and managed to undertake internal lending capability building
which should cnable them te do well in their future endcavours
l in project lending.

We take this opportunity to thank ycur RPE Project Tecam and your
parcent organisation, Decloitte Haskins & Sells, for the invaluable

L support extended to us, our branches and our customers during
the tenure of the RPE pregramme.

[_ ¥lith regards,

! Yours sincerely,

e

T W nite Q \2\
MANAGER, SMALL RUSTHESSSLENDING (0%

Facl:
|.. Wl R S B T B (R LU LRI NS



Appendix VI 2

RURAL PRIVATE ENTERPRISE - A BANKER'S EXPERIENCE

The USALID sponscored Rural Private l-'ntun{n’nc prograime commontly
known 1n short as RPE was staried 1 13820 Three lcading

i commercial banks namely XCB, BUBK and SCB were invited by CBK
to participate in the programme, cach bank having been given

a specific allocation of USAID funds - all totalling USD2im. The
funds were to be used for promoting off-farm manufacturing and

- scrvice industries in rural arcas culside the boundaries of the

main towns of Nairobi and Mombasa. As cach of the participating A
banks was required to provide matching funds of at least half L
of its allocation of the USAID funds, the programme saw the mobili-
sation of a total of USD 36m, then equivalent to about K.Shs.
"720m, to meet this objective, '

[ At no time during the history of independent Kenya has a donor o

agency taken such a significant step in resource mobilisation
and orientation of the commercial banking sector towards rural
industralisation. llowever, it is not that commercial banks have

not been lending to the rural sector. Nor is the figure referred

Y —

to here higher than the resources committed over the ycars by

the three banks to the rural arcas. But the RPE programme was

—

the first major attempt by a denor agency and GOK towards the .
promotion of small and medium scale enterprises in rural areas

through a well coordinated and purposeful credit scheme involving

—

commercial banks.

We in Barclays Bank of Kenya ‘and, of course, in KCB and SCB
are greatly indebted to both the US Government, AlD, GOK, CBK,

4 s
o Deloitte Haskins & Sells and the RPE Project Team for our success
in meeting the broad objectives that the RPE programme was set

\ to achieve.

L As we are drawing to the close cof the RPE programmcv on 31 March
1991, barely a week's time from today, it would normally be
aprropriate to recount our expericnces with the programme and

[. to make proposals for future programmes of this nature. lowever,

given the short time allowed for this presentation 1t would not
.! be feasible to do so. Furthermore, the donor and CHK, on the
onc hand, and the participating banks, on the ather, have had

an opportunity in the past to exchanye valuable idezas concerning

this important subject. Therefore, 1t is behtuing only to bLricfly
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Appendix VI 3

highlight our main experiences.

We an Barclays Bank found the RPE pregramme to be not oniy
helpful on account of term finance at a very reasonable interest
margin but most of all on account of the support given in form
of project promotion and monitaring, clicnt counscelling as well
as feasibility studies and management assistance to our custemers
through Deloitte Haskins & Sells. In the bank itself, we were
dircctly assisted through staff training and supply of computers

to improve our technical capability.

As mentioned carlier, Barclays Bank and the c;thcr two banks
involved in the RPE programme, have, over the ycars, bcé'n‘ invol-
ved in cashflow-based term financing of projects both in rural
and urban areas but such activities were exclusively the rcéponé-- '
ibility ol relatively scnior managers in fairly largc'bank branches
situated mainly in Nairobi. However, through the RPE programme,
we were ancouraged to develop cashflew lending capability at
comparatively junior management levels in small and medium size
branches situated in rural arcas in our cffort to promote the
programme in such arcas. This development would have had {ar
rcaching positive resuits for grcater lending in rural areas which
have hitherto served mainly as convenient sources of bank deposits

if it were not for the limited tenure of the programme.

Despite these favourable developments, we also faced several
difficulties. With the beneflit of hidsight, it now appcars that

the imtial promotion of :he scheme had serious shertcomings and
these, no doubt, delayeu an carly take-off of the scheme. Judging
from the latest ¢xperiences, a combination of advertisements in
lcading business journals, discussion of the programme in open
business workshops in addition to 'business clinics' would have
been more effective ways of promoting the scheme. In our view,

a market awarcness of the scheme on a large scale did not come

through until the sixth year of the scheme in 1990,

The support given to facilitate preparation of feasibility studies

was also faced with some difficulties that also tended to urdermine

the cfficacy of the programme.
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In particular the fees charged for the studies even after allowang
for a substanuial subsidy were considerably ngli and this tended
to discourage small scale entreprencurs from sceking this form
of assistance. We fcel that the subsidy should have been between
50% - 100% and in accordance with the client's ability to pay.
Morcover, the feasibility studics took too long to be completed

(i.c. about two to four months).

Most of our customers cspecially tho‘sc in the small scale category
clearly nceded a security back-up to enable them gain access

to the RPE credit. The résult however was that only the well
established and relatively large firms were able to overcome this
difficulty. Barclays Bank was ncvertheless able to avrange a
loan guarantee scheme in 1990 with A.i.D. to assist small scale _
borrowers but the scheme was not operational until November 1990-: :

barecly four months to the close of the RPE programme.

The requirement for the banks participating in the scheme to
provide matching funds was important in facilitating mobilisation
of funds for the programme and in obtaining a commitment from
such banks. However, as such banks had no term resources of
their own, they recacted to this <ituation by providing loans (under
the programme) of much shorter periods than would have been
expected and this in itself was a discouraging factor in the
promotion of those projects in nced of longer repayment periods.

In BBK, the awera.gc loan repayment period was around seven

years including the grace period which varied between 1-2 years.

Foreigr. procurement of machinery and equipment through RPE
funding 1n forcign currency was another arca of major concuern.
The terms imposed by the programme were very stringent and

in some cascs caused leng delays that tended to undermine the
success of the projects concerned.  In one such case in BBK,
procurement of a sawmill from Finland took more than two ycars
to be finalised and, in the process, caused a cost overrun of
about 40% against the original cstimate. &As a result, some of
our customers tended to short-cireuit AL L.D.'s forcign procurement
procedures by arranging LC's directly with the suppliers.
lHowever, this shifted the problem to the bankers who had to plead

with USAID/Kenya to ignore the nature of such transactions and

to consider local currency funding.




. Appendix VI 5

in the local cconomic scene the progrumme was adversely affected
NS by various cconomic factors <uch as recession and inflation that
started in 1989 and tended to have a negalive impact on investment
opportunities. Morcover, the programmch had also to contend with
[ a highly regulated economic regime characterized by credit and
interest rate restrictions which tended to discourage, the participa-
[ ‘ ting .banks from lending as much of the RPE funds as they would

have wanted.

A ‘ Inspite of these problems, the RPE schcme has nevertheless helped
¢ f the partictpa!ing banks to establish an institutional imrastructure
foc promoting industries in rural arcas. What is now nccdcd

is anothcr'-~schcmé-to réplacc- RPE.. The scheme.should of cours,e o

be designed with due ‘regard to the cxpcncnccs of the RPE

programme some ol‘ which are lxstcd above.

L | |
.~ - Finally, we _would like to take this oppbrtunity to express our
~ [ profound gratitude for the unfailing support cxtended to us by
USAID/KENYA, A.1.D. Washington, CBK, Decloitte Haskins & Sclls,
[ RPE Project Tecam and all well wishers, cither individually or
collectively. We thank them all and look forward te their continued
[ support in our efiort to pfomotc Kenya's cconomic development

= and growth.

SMALL BUSIMESS UNIT
BARCLAYS BANK OF KENYA LTD
IIEAD OFFICE

L NAIROBI

March 22, 1991




Kenya ,
Rural Private Enterprise Project (RPE)

Providinglong-termloans and technical assistance to rural private enterpnses in K enya

P O.Box22392

Nairobt. Kz-ya

“Kirungn.” S.ng Road. Wesllands
Telephone 742121

Telegrams Jehands. Nairobi
Telex 2295

Fax254-2-743488

Training

Under the RPE Project. 35 tralning courses for 526 particlpants were

carried out. All bank staff interviewed during the RPE revolving fund
review in November 1990, had participated in at least one RPE training
activlty and many 1n more They al). deecribed the trainlng as valuable.

Bank staff training concentrated on the prlnclplee of tern lendlng, loan .

monitoring, financial analysis, analysies of bueiness plans, marketing, . :

customer relations, time management and in some casee computer training. .

The training staff from each of the banks participated in the tailoring;of
the curriculum to the particular needa of its own bank. -

For potential sub-borrowers, business clinice which focus on the R
prerequisites for a successful business have proved valuable. The €3 e
clinics that were held for SCB and BBK had 144 participants. A number of o
loan applications were forthcoming from them. Requests for business -
clinics continued to be received up to the end cf the project.

Regionally located, short courses in management, accounting and good
business practices were held for sub-borrowers. The varticipants were
typlcally the owners of the smaller businesses who had limited formal
business training and limited trained staff.

Aprojectiunded by U S Agency forInternational Development. ,

Implemented by Deloitte & Touche, USA,
with assistance Irom Deloitte Haskins & Sells, Nairobi, International Executive Service Corps and American Manulaciuters ExportGroup. Inc. §




RFE TRAINING
BANK COURSES

Course

1987/88 LT Lending
(9 courees)

1988

Oct Advanced Credit
Advanced Credit

1989

Sept Financial Analysis
" Sept Marketing

Sept - Marketing
--0ct . : - LT-Lending B
Oct ~ Financial Analysis
" Nov - Marketing o
- Nov - Financial Analysis

T ow
RS PR X RY. YR

1990
“Jan Financial Analysis
Jan Marketing
Feb . LT Lending
Mar/Apr Financial Analysis
July Customer Relations
July Financial Analysis
July/Aug/

Sept Loan Monitoring
Aug Time/Work/Self

Management

Aug/Sept Customer Relations
Sept Loan Monitoring

Oct Marketing
. Nov Customer Service

1991

Jan Small Business

Lending BBK
March Small Business

Lending BBK

Total

BORROWERS CODRSES
Finance for Non-Finance Manzgers

1990
Dec 4/5 Nakuru

Dec 6/7 Nairobi
Dec 18/11 Nyeri

1991
Jan 29/31 Mombasa
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APPINCIX VI

RPZ AND WOMEN

sroject. At that tlme Increased employment of women cnder +ha loan
criterla of job creatlon was malnly Implled. Statistlcs on the number of
wanen employed by sub-borrowers as & direct result of their RPE loans

[- have been kept although they are far from accurate because of sparse
reporting. From the flgures avallable, a total of 5,565 Jobs had been
created. Nine hundred and nlnety three (993) of these jobs were filted

[‘ by women as of 31 March 1991, s

{ Tie RPE Project at its inceptlion noted that women should baneflt from the

As understanding of women's Importance to the economy has grown, there
was an effort to encourage women entrepreneurs to make use of RPE funds,
tralning and management assistance. in additlon, the participating -
commerclal banks were encouraged to make thelr uanagors and credlf staff '}
ovare of uomen as potentlal borrowers. )

Speclflcally, the RPE ProjJect over the last year held a course on gender ;=
Issues 2s related to women and enterprise for the Deloltte consultants
~who carrled out tralolng and gave management asslstance for the ProJecf.

: "SImllarly, @ workshop was held for senlor bank staff on women and ‘
SR -+ buslness. '

l In September 1990, RPE sponsored seven women who were elther bank - ..
) managers or RPE sub-borrowers to attend a week long course on Women In
Management, - The Project Manager and Deloltte's Human Resources Director

8 designed the course. Its success was such that even as the flrst course
_ was carrled out, there were a sufficleat number of appllcants to schedule
8 second course for January 1931, A third course will be held In June
1991, The RPE participating banks have at thelr own expense registered
8 some of thelr women managers for the course.

In November 1990, & Team of consultants carrled out & Review on the
Possible Establishment of a Revolving Fund for utlllzing the RPE reflow
funds as well as possible other donor funds. For the Revolving Fund
perlod, women were singled out within “he terget group with the foilowing
Justification:

While Sesslonal Paper No. | of 1986 does not mention women
. 5 specifically, It does stress the need to encourage "domestic
ez - Investors®™ to particlpate fully In Kenya's develspment, (7.40)
and the "the resources avallasle +to general rapid economlc
growth,.,.., must be wused In the most productive wvways posslible
(1.5.) ensuring that women are adle to participate fully In the
aconomy Is an Important step toward achliaving these joals.

The United Natlons Conventlon on the EZilminatlion of All forms of
) Discrimination Agalinst domen, ratiflied by Kenya In (98¢, statas
In Article 13 that women should have equal access t2 lssns and
credl t.
e
- Lat
s
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‘sub-borrowers who will also be Instrumental In the’nana‘gemenf of thelr
. .b,us.lness.es.. PV -. ! " o .' oo . j.,u'.’" ;ii,- s e e

- Flnally, In the various RPE promotlonal actlvitles, fdcﬂu'sv »vu'as :_élAw'qy_#f__p'ufv

APPENDIX VIll,2

Simlilarly, The Forward Looking Strateglies foar the Advancement of
Women . to the Year 2000 adopted by consesus at +the World
Conference of the United Natlons Decade {5r Women hels in Nalrobl
In 1985 advocates the encouragement of mechanisms that will
provide lIncreased access to credit by wonmen (138).

USAID/Kenya focuses on women In Its Private Enterprise Strategy for the
1990s. Growth In employment possibllitles Is expected through
non-traditional export expanslon. While USAID will llmlt the targettling
of Its prlvate sector assistance to minimlze market distortion, It does
allow for targeting to "jump start"™ or catalyze activity In a speclflc
sector or target group. It Is In this light thet we will recommend both
sensitlzatlon of bank staff for deallng with women customeis and the
earmar«ing of .a minlmum of 203 of the loans approved annually for women

.

S ) P TP T

on women as well as men.
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“and gratitude for all the arrangements that were made. - This L

Appendix IX

RPE SUBBORROWERS COURSE
FINANCE FOR NON-FINANCE MANAGERS

The RPE sub-borrowers course was held in 4 major towns in between
4th December and 1st February 1991. The course, which covers
gcneral aspects of management and basic bookkeeping was developed
after a careful evaluation of sub-borrowers necds for appreciation
and bdasic understanding of bookkeeping. The course is for small
business and is tallored for the owner manager businessman and
woman who has not had previous exposure to bookkeeping. s

The sub-borrowrs course was developed by the RPE management unit
in conjunction with DH&S Training Group. Input was also received
from consultants from (the then) Systems Development Group who

- have provided dircct management assistance (DHMA) to RPE sub- ‘f;

borrowers. A case study was prepared based on thelr experlence at gf
Kega Fashions and Dagimu Investments. '~ : N

B

There Wwere 26 participants who attended the course.  They 811 R
expressed great satisfaction with the way the course was delivered

included thelr accommodation and neale
The toples covered include:
Business Planning
- defination of business plans
- preparation of business plans
- budgeting and forecasting
Introduction to Basic Bookkeeping
- introduction to the balance sheet equation
- maintaining basic ledgers
- analysis of basic ledgers
Working Capital Management
- defination of working capital
- management of the working capital cycle
- debtors and creditors control

Stock Cantrol

~ types of stocks
- stock control techniques
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Apvendix

1~e cash book

e T '~ - maintenance
oo - analysis
Income and Expenses
'
- their effects on the balance sheet R

[-v . Haniout raterials will be sent to all patticipants by 15 February
T 1991, :

<j// The course was held for two days in Nakuru, Nairobi and Hyeri and
| for three days in Mombasa. 1Ideally this course should be held

for a much longer period and one week should be appropriate,
However, the typical small business operator is only to attend
activities that take him or her away from his business for only a .
couzle of days. . : ST
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ot {
» | FINANCE FCR-NON-FIMANCE MANAGERS COURSE
i TIMETARLE
. 27th January 1991
| |
09:00am COURSE INTRODUCTION B Steencstrup
[ | B7:15am DEFREEZING/TEAM ERUILDING K Njoroge
0?:35am EBUSINESS PLANNING K_"‘,-ijoroge
o , - What is a Business Plan .- -
:; [’ - Freparing Business Pl_:;m'; -
‘ " - Revicing Busbiness Plans ;

o 16:4'5;.:;:::' . CoFFEE EREAK - ‘ o
11:90am FORECASTING AND BUDGETTING S Kimani
[_' SR S - Salee iForecasting. | | RTINS

l - Production budgets
- Capitel and Financial budgets
[_ - Sales znd Administraticn
eupenses budgets
[ ~ Firencial Statemente
2:1S%em LUNCH
[ @T:2Tpm FORECASTING AND BUDGETTING S kimani
(continvation)

' 05: 30pm TEA ERERY
o : . .
sl . @3:45pm DISCUSSIONS AND ADJOURHMENT
X I
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e
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28th Jenuary 1991

07:00am

ulﬁzﬁﬁam,f

11:0Cam

12:4S%pm

22:C2FM

Q2:30gm

23 45-pm

- COFFEE BREAK

INTRODUCTION 7O BASIC EOQHKEEFING J Mbee

- The anﬁnce Stieet equation and
the definition of a balance sheet

- Definition of accets and liabilities

- Definition of a profit and loss
statement

- Income and expenses relationship
to the balance sheet

D I T

INTRODUCTION TO EASIC EOOFKEEFING - J Mbae
. (continuation) - v : L

- Introduction to Basié Fecords

- Maintaining Baceic Ledgers
L.UNCH

EASIC RECORDS
- The amalysis Cacsh bock
- The Dotitore Ledger

- The Creditors Ledser

1EA EREAK

DISCUSSIONS AND ADJOUSHMENT
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L o >3 January 1991
07:C0am MANAGING YOUR WORMING CAFITAL S taimany
- Defxnxng Working Capital
- - The Worlking Capital Cycle
[ : and the rieed for finance
- Managing Debtors and Creditors

= Managing Cash

10:45am - COFFEE EREAK
11:C0am  MANAGING YCUR NORkING CAFITAL S Vimani
: (Continuation)
iﬁ'ffL :'”i.g.i12:24pm ’ LUNCQ
m::cépm STOCK CONTROL J Fbae

- Types of Zteck
- bWhat 1ic Stozd Centrol It
- Hclding and crdering costes

- The Stcch recorde

87 :30pm TEA EREAFK

0 :3%5om CQURSE EVALUATION AND CLOSIMG
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MONITORING QUESTIONNAIRE

=

Project:

~

Project Location:

{g Sub-borrower: Bank:
% . .
’%ﬁ S Contact: » | L . Branch:
| , < b
‘ﬁ . Date: . 'Visﬁt s Hanaze;: o

PROJECT DESCRIPTION

5 D R R Gn S T WP S RGP AR R T M WP T U D n NS G D W G P P WS G AD D W P D e G AR D MR h N S S WR h R T e G A OR e W e e

LOAN TERMS

Duration: Approval Date:’

Grace Period Interesat Rate:

Security Offered:

Disbursement Status:

Repayment Status:

Comments:
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BROJECT COST AND FINANCING PLAN
(X3h 200°s)
) r; N —
no Coct n Eirancing
i ] n
e [; n 1 .
o K u Land : w _USAID
8 1] : ] . :
LA N Site Development -- - _Bank . Lt
o " ‘ " :
ok n Bullding i _Ounere___
i : " .
' o3 (' I Machinery/Equipment . n _Othere___ . : 1
’ : n . 1] o
Lot I Pre-Operating Exp. "
i ) "
l i Contingencles ) TOTAL
| i
11 Other Coets "
i * . n
[— 11 Working Capital "
. i ]
. " TOTAL it
. e e e e e e e e e e e e e ———— —
| S
Total Cost:
[ lren Y- 5 i Seurce Qrigin
{ Selection Criteria:
! Current Status:
Comments:
! o c 0p3
&
' Location:
Profit oriented: ,
Source Certificate: ECN No. 19: 9&5

Markxings:

-
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Py 4 ( '

. ELIGIBILITY CRITERIA

[ Jobs: \\
E Forex:
[ ' Market Develspment:

I - SUB-BORROWER _PROFILE

vy g}; o ) . - L

L . Ownership Structure:

. 5
- b B Ty

~~ Management Structure:

8 Previous Experience:
- Future Plans:

DEVELOPMENTAL IMPACT

-
K
e
—————
4
H

Employment:

r——

Other Economic Effecta:

—

Social Effects:

RS

L ' Environmental Impact: (%\K
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COMHENTS ON SITE VISIT

Status of Implementation:

Performance:

Othé} Comnens:

»

Nature & Extent of DK&S SubcontrmctorAInvolvement:

ISSUBS AND ACTION POINTS

TA Needs:

\l:
A

Other lsgues:

Action Points:
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RPE BASELINE DATA QUESTIONNAIRE
?1ease'fill in the gaps: o
NAME: DR/HR/MRS/M1SS
(First Name)

POSITION IN THE COMPANY .
NAME OF BUSINESS:
LOCATION OF BUSINESS:

Town

Location

Division

District

POSTAL ADDRESS:

Toun

Telephone Number

List the principal owners or direcf&rs of the company.

(Circle as First neme  Second Name Nationality % of
appropriate) shares

DR/MR/MRS/HMISS
DR/MR/MRS/M1ISS
DR/MR/MR3/MISS
DR/MR/MRS/MISS
DR/MR/MRS/MISS

DR/HR/MRS/MISS

When was your buciness established?
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PART 11: TYPE OF BUSINESS

A. What is your main business activity?
(please tick one)

"Manufacturing ceseseseane
Agriculture | ceaeccesees |
Hotel ' e,
Transportation cereeueeee
Tourism ’ , ‘ et g
Mining/quarry " g 1  et eccosnan
Trade (Retail/Wholesale B e o n
Tréde.(Crafts/Repair) 4 ‘; ceeteenanas

- Agribusinéss e >
Building and Construction = ........... :i
Electricity and Hater\ ...........
Financial/Business Services = ...........

. Comaunity Personal Services = ...........
Other (specify) ... it ittt iineennns

B. List the main items (products) produced or sold by vour
company and their sales value.

Iten Average sales Average sales
' per month per year
(RShs) . (RShs)
D
2 e e e e e e e e e e e
P e i e e e e e e
L
0 T
B e -
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Summary of sales
What is the current value of your average sales?

(i) per day
(11) per month

or (iii) per yeag

When did you obtain an RPE loan?

Hhat was the value of your sales before you‘obtainéd“the RPE
loan? ' - o Lo
(1) per day

(ii) per month

or (iii) per year

D. If you export any products, please fill in the following
gection for those products exported:

Ites/product Country(ies) Amount per year
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PART 111 - SIZE OF BUSINESS

A. What is the total number of employees

Appendix XI 4

in your company?

Men Homen
Men ceetereetinannn Full-time ........ ........
Homen ceesen ceeieves. Part-time ........ ceeacans .
" Total ceesecnes «vv.-+ Non-paid cesncaan cectenaas
| Total ........ Ceeeeias
B. How gany enployeee did you have before you.obtéinedith;,RPE Lx%&
loan? - Men _ Héﬁen o W
Men ceciedeeccloes Fullstime .eeiiens o aaadnl ol
Women cettesisesnaans Parf-time Ceesnan ceecaans ﬂ
Total ... ...iiiiiiis Non-paid ........"  ........

Total

O

following qQuestions:

.Hon many employees will you have after you implement your

project fuliy?

Men oL i Full-time

Women C ettt et Part-time

Total ... iieniieeainnn Non-paid
Total

D. Type of ~mployees:
Category Titles
Management

Technicians

General Labourers ...........

Casual staff

Total

aaaaaaaa

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

...............

...............

IT you have not fully implemented your project, znewer the

i\

Men Women

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

----------------
........

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

-------
.......
.......
.......

.......
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- project or the bank”

A . {

Appendix XI S

Yalue of assets (net book value)

Item Market value

| KShs
Land e
Building Crteesacaseenn Ceees |
Machinery teencesenncncanenn ;11“{
Raw materiale cerettsescanasnnenne
Other ’(Spec}fy) et e ctiiane s Ceeee

Total value of
assets T e 4 e e & @ 9 e o0 @ @ 00 P e e e

Have you or your employees received training from RPE?

YES ..... N ...,

1f yes state the number of people trained and their positionc
in the company.

Have you received any technical assistance (i.e setting books
of accounts etc)?

What other assistance has the company receivcd from RPE

...........................................................

-----------------------------------------------------------
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Prepared and Submltted by the

l . . RPE Manasgement Team, under the
direction of Mr K Njoroge

H . Al
Lk" S “ May, 1991 ‘ ) ‘ . | s
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EXECUTIVE SUMMARY - Portfollo Proflle

Total number of loans
(as of 28th March 1991)

Yercentage lancrease from ist January 1991

Percentage lncrease from ist Aprii 1590 1008
Total value of approved loans (USAID + Bank) KShs 819.6 mlillion
Smallest loan . : KShs 92,000

Largest loan ’ KShs 60 milllon

Total number of jobs recorded : T, 4,849

Number of loans.by range

LI SO

~Site (KShs) No Loan amounts % of total f:ti‘
. . (KShs '000) value

Under - 350,000 19 3,99 0.5%%
0.3% lm 17 10,9 07 1.38
3m - Sm 24 42,270 5.1%
m - 0m 29 152,056 18.6%
0m - 20m 12 187,138 22,85
Over 20m 12 423 ,315 53.1%

113 819,635 10Cs

Breakdown by Ellglbillity Criterla

A Job creatlion
8 Forex earnlngs
c Market Development

i
L
|
l
|

Note: Loans can quaiify on basls of more than one criterion,

8reskdown by Sectors
Number
of Loans

Agribusliness 54
Manufacturling 32
Service H
Tourlsm = Hotels '
Mining and quearry 4
Suliding and construction |
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Verlflcatlon of Sub~-loan Actlivity

We have verifled that the sub-borrower loan actlvity as reported
by banks has taken place for all loans that had been approved by
the banks by st March 199i, We recelved four RPE Form I's for
loans approved ln March 15991,

—_—

Eliglibllity Criterle

We have advised the participating banks to reverse two [oans
which have not met RPE condltions as detalled below. All other
projects reviewed during the monltoring exerclse ceet the RPE
criteria.

D . ..Loan Revarsals

We requested one bank to reverse an RPE loan of KShs 400,000 and -
offer an overdraft faclilty Instead. The entire loan amount -
would have bedn used to flnance worklng capltal as the sub
borrower  had requested assistance to purchase materlals for .
assenbl ing posho (malze grinding) amllis, S

We have also Instructed s bank to remove &n RPE loan of KShs . -~
671,000 to a travel a8gency. The company received a two year loen ol
to purchase a motor vehlicle. During the perlod, a bdenk reversed

a loan to a tourlst hotel located In Mombasa.

One loan has been prepald.

incenrive Payments

A list of all projects which quallify for Incentive payments has

been prepared by CBK. Th» Bank has been requested to send & copy

to USAID and to advise biunks with quallﬁylng projects to request
...Incentlve_psymants, "

m

Feasiblllty Studies

During +the period ist January %o 5ist March 1991, “three
feasibillty studles were completed.

A totzl of 16 fteasiblilty studles were undertaken durlng the
Project. Six ot the projects that were ravliewed were successful
in ohtalning RPE loans wihlle seven studles were belng reviewed by
the banks as of 28th March 1991, Two loans resulting from the
findings of these studles are Ilkely to be funiad by banks
through thelr normal lendling actlivities,
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F Loans with an Export Component

In thls sectlon, & breakdown of Iloans that have an export
[‘ﬁ ‘ component or & conslderable Import substitution element |Is
provided. There are five broad categorles as follovs:

Category |I:

ProJects lInvolved In traditlonal export, Including coffee and tea
factorlies, sisal miils and coffee roasting tacilitlies: )

i |

RPE LOAN" ACTIVITY
. €000's) SECTOR TYPE®
te'?é :
l. 145 Agrlbusliness A
L 2. ~ 350 -~ -Agr lbusiness = A
z';';j 3. 300 ’ Agribusiness A
B 4. 7,500 Agribusiness A
Se 540 Agribuslness A
6. ’ 500 Agribusiness A
4 7. 300 "Agribuslness A
8. 2,000 Agribusiness A
9. 625 Agribusliness A
i0. 120 Agr lbusliness A
. 30,000 Agribusiness A
- 12. 7,200 Agr lbusliness A
13. 65 Agribdusiness A
T 14, - 800 Agribusiness A
. 15. 15,000 Agribusiness A
i 16. 500 Agribusiness A
66,575
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Category 2

Companles whlich will manufacture products which are currently
imported e.g. ceramlc tiles: 1

Companies whlich wlll manutacture products which are currently
Iimported e.g. ceramic tiles:

H——s

RPE LOAN |
r PROJECT 000's) SECTOR TYPE®
( l. 5,000 Manufacturing 8
‘ PO 2. : 18,000 . Agribuslness 8 L
”.. 3. . 30,400 Manufacturing 8. o R
dE - - Sub-Total - 89,80 : . T En
€ "
ik Category 3
[: Companles manufacturlng for export 0.9. leather processling:
o . ; RPE LOAN
. [ PROJECT 000's) SECTOR TYPE®
te . ‘ 15,000 Manufacturling C
L 2. 33,000 Manufacturling c
. 3. ) 28,313 Manufacturling c
L Sub-Total 76,375
Category 4
. A o
[ Hortlculiure:
- RPE LOAN
[, PROJECT 00's) SECTOR TYPE®
vy R P 7,000  Agribusliness  F
} 2. 6,000 Agribusiness F
3. 2,500 Agribusliness F
, A : ’ 5,13 Agribusiness F ;
l 5. 7,200 Agrlbusiness  F
L 6. | 4,200 Agribusliness F =
. ' ' ' 7. , 20,000 Ayrlibusiness F

Sub-Total 62,038 i\




*
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Category 5

APPENDIX XI1,6

Hotels whick cater for the forelgn tourists:

Loans In these catogorloi coprise 33685 of the total number bf"loa;s.
In terms of value, they take up 351.7% of the RPE portfollo.

x
~<

s

RPE LOAN .
PROJECT 1 000's) SECTOR TYPE®
. 5,500 Hotel H
2. 3,360 Hotel H
3. 800 Hotel B
4. 44,000  Hotel H
5. 4,000 Hotel H
3. 4,100 Hotel H :
7. 35,000 Hotel H - e
8. 24,176 Hotel H :
9. 4,150 Hotel H . -
10, - 500 Hotel R - N
Sub-total 125,586 - i .
Total e 423,944

c e

Export = coffee, tea, sisal
~import substitutlion

Export - manufacturing

Export - tloriculture, flcvers, french

T Mmoo > l
"o

Detalled Project Report

The rest of thls report contalns d

Hotel

beans

- tourlsm,

stalls on the projects which were

vislited during the monltoring exercisas.

T *e
Bz

i
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RPE PORTFOLIO ;

Status as of ¢ 13 Aprai, 1991 FI Ratn Applied !

(A1l figures in 000's) 1US$ = KShs 22.59 :

------------ T S
(Asounts refer to the USAIG/RPE portion of individual loans) E

PERIOD §KCD KShs KCBUSS 4 ¢ BOKKShs BEKUSS A 3 SO KShs SCB USS { TOTAL Kshs TOTAL USS a:
PORSIS W01 20 M9 0% 130 S0 0 205 99 ‘o:
:: 15,407 682 1ov:: W8T 2,05 134 15H S 4% 1512 3,3% 27,::
DS, 2,29 A R 210 130 1L 59 ‘ 2,657 4,997 .39:
; 85,292 3,70 25: 50,280 2,226 M1 18,87 ’. 15,43 6,748 llz:
.; To,00 338 2 1 AT 05 11 1 W : 162,80 7,200 405
:: 75,006 3,37 32; 6,897 2,00 8 i 15,% 750 . 139,909 6,193 43,:3
Pl0nsl 4809 80 9,280 2,50 11 ¢ 16,90 749 3,08 818 ML
‘ 114,853 5,088 40:: 1,97 3 12 0 18,39 8l 20,198 9,305 55:;
1,35 5,100 §0:= w025 4082 13 1 18,41 8lb 2,808 10,004 sug
02,79 4,550 8.1 9% 433 13 1 15,4 61 29,200 9,704 6o'
Do2aga S5 ST P B0 4A 15 A 2,10 73,203 12,09 72'
18,88 5,260 §3 0 9,757 A4E 15§ 4843 2,148 %7,000 11,820 73,
A2 5,200 Si U3,557 8,355 18 1 46,434 2,184 309,473 13,700 73
DA 555 S5 M0 T 19 1 S 2,58 4,758 15,262 79
DB 10,397 6 P WLEY T, 20 ¢ s34 2,58 WIS 20,237 91
D20, 10,199 84 1 WL TGSt 1 1 SN 2,5% 152,660 20,039 89
99,30 8,88 M 1 WSS LIE 20 G 8,02 3,882 51,686 19,993 92
29 10,18 9 1 IS &M 10 ILNS S3% 15 1 S91 24, m
!
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I/:::::::::::::::::::::::::::::::::::::::::::::::::::::::::?:'..::::::::::::::::::::::::::::::::::::::::::'—‘:::::::::::::\\
l:: RPE PORIFOLIOD !
H Status as of ¢ 18 Apral, 1991 KOTE:  FX Rate Applied i
" (A} figures in $00'¢) 1US¢ = KShs 22,99 }
$ . '
:::::::::::::::::""""""'""'::""‘:::::::::::::::::::::::3::33::::=:===:::::::::3:::::::::‘8 ...... Ss8SIsS=sssz=s :::
HH PENDING LOANS i
" ({Raounts refer to the USAID/EPE pertion of individeal loans) H
H 3 223833332833z s3szszsaszs=zs=s 2333288 ss=3= STIIBIIIZ3=3 S:

{1 PERIOD § KCB KShs KCBUSS B 3 BBF KShs BOKUSS § §SCB Whs SCBUSS  § 1 TOTAL XShs TOTAL USS f
R p T ———— |
& AL OV ! 0 R ¢ 0 0 o ot 0 0 o
::m tores 154,669 6,807 4 E-n,m SR T : 1,50 8 2% .'~1'2,ossj__:v53§
STy, D20 BES 351 TISE 328 11 29,99 1,3 71 Jo4,M9 13',4'74_'5;::.*‘-"f?"'
{”m 128 1 195,37 8,680 35 ! 99,437 4,404 13 z 18,42 2,147 11 : 343,355 -’15,1’9{'.,57" :
';.;At 01/89 ; 149,84 4,588 27 w0 440 13 : 93,478 4,138 13 f W2 15,13 ﬁ_l;
‘ ﬁt 06789 : 17,294 8,50 18 i 20 19 64,589 2,899 1 22,33 9,398 sofi
[ LAt 08169 W81 649 7 ’ 85,423 2,90 4 41,09 1,859 8 ' 25,25 1,29 3
_Eim 30/89 195,919 8,673 36 ‘ 154,157 6,624 14 8n,a LMl b 33,908 19,208 56 l:
[;;m 119 180,154 7,915 34 ' 92,209 4,082 10 £5,19 2,885 5 B[L52 1,02 49 z
- 07,680 99 29§ M9 233 7 121,94 5,398 9 92,237 18,921 45 ;
lg;m S P B 3,6 2 z 7,58 5 2 78,96 3,40 8 10,71 7,557 ss
{m 8790 78,832 3,40 2 85,075 . 2,881 9 83,812 3,701 9 21,519 10,072 u’
.‘;;Al 7190 BL9S 3,62 25 1 B0,H0 2,78 7 33,603 4,104 :o:: 235,948 10,445 42:
: n 10/90 75,453 3,340 2 ' 35,997 1,573 s 72,81 3,199 183,717 8,133 32
DA 191 ¢ NS,28 5,108 21 7,997 1,19 4 88 3,300 7 27,9%1 9,649 32
U imam 7,635 3,437 23} 30,82 1,38 7 85,39 2,007 s 153,74 6,806 35
l;;m VAL L ST 2420 17 f AN LSS 91 Uit A% 3 0 oL A48 x
RIS G AL 21 15 0 M L b 0 Tam W 1 e 373 o

.....................................................................................................................
.....................................................................................................................
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APPENDIX XV

RPE LOANS TO ENTERPRISES THAT CAN GENERATE FORZIGN EXCHAMGE OR
PROVIDE IMPORT SUBSTITUTION

[ tn this appendix we provide a breakdown of loans that have an
export component or considerable Import substltution. These
[' loans fall Into flve broad categorles as follow:

Cafegdry i

4

: r . ,‘:Vf’, . Projects whlch are lnvolved In ‘rradlflonal oxport - thosg_ Inclu
R . coffee ‘and foa \ 1acforlos,' slsal -A-llls and como - roast
Lfecllities: . .0 ‘

)

ra
)
SRR

-mAgrlbuslnesa
.Agrlbustness
‘Agribusiness :
.- Agribusiness
"Agribusiness =

o .9, - 625 Agribusiness

) [ to. A 120 Agribusliness
o L 51 1 O . 30,000 - ' Agribuslness
12. 7,200 - Agribusiness

£ 13, 655 Agribusiness
4. 800 Agribusiness

15. 15,000 Agribuslness

(' 16. 500 Agribusiness

Sub~Total 66,575
: rd
et f.;'} = -
;4’;'; g2

R .
g™



APPENDIX XV ,2

Category 2

Companies which will manufacture products which are currently
Imported e.9. ceramic tiles:

IR 45,000 Manufacturling 8
2, 18,000 Agribusiness B8
3. 26,49 0 Manufacturling B
Sub Total 89, H0

'Cafggory 3

“Companles manut sctur i_ng '

L anatagiac g
:Manufacturing
‘Manufecturing™

" Agr lbuslness
Agribusiness
Agr ibusliness

j‘.

Category 5
L .
Hotels which cater for the forelgn tourlist:
. te 5,500 Hote) = coast H
\ ] 2, 3,360 Hote! = upcountry H
e - 3. .- 800 . Hote| = .coast H
-: . 4, 44,000 Hotel = coast H
¢ - = - SR 4,000 Hote | = upccuntry Mo S
6, . 4,100 Hotel = coast H -
7. . ] 3%,000 Hotel - coest H
. 8. .. . _..... 24,176 . Hotel - coast CH -
9. 4,150 Hote |l - upcountry H
10, 500 Hotel = upcountry H

Sub Total 125,536

TOTAL 423,944

Loans In these categories comprise 33.6% of the total number of
_ loans. In terms of velue, they take wup 5/.7% of the RPE
portfollio, almost XSh 424 million,

e
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APPENDIX XV,3

Export - coffee, tea, slsal

Import substitutlon

Export - manufacturling

Export = florlculture, flovers, french beans
tourlsa, ... -~ .= e

»




