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Mr, Walter Bollinger

Acting Assistant Administrator
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U.S. Agency for Internaticnal
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wWashington, D. C.

Dear Mr. Bollinger:

I am pleased tc endorse this Country Development Strategy
Statement ard Action Plan now being suomitted by the U.S. Acency
for Internaticonal Development in Kenya. My staff and I have
reviewed the document, have discussed it with USAID/Kenya staff,
and fully support the strategy outlined In Iit.

I have been in Kenya for oniy a short time, tut it is
already clear to me that the majcr developrent prcblexms
described Irn the CDSS zre, in fact, the most significant
problens the country faces. Without swift, concertrated action

to overcome then, they are likely to cverwhelm ail efforts tc
achieve sustained, broad-based economic growth.

I believe USAIL is correct in fccusing U.S. resources on
the strategic objectives of:

increasing contraceptive prevalence in order <o decrease
Kenya's very high populaticn:

increasing agricultural productivity and farm inccmes:

e_nr:
ppte

increasing the level and productivity of private
investment.

I look forward to working with this prograxr during the next
few years.

Sincerely,

Y g

Smith Hempstdne
Arbassadc
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EEUTIVE SUMMARY

Kerya, ane of the best econamic perfarmers in Africa, has the potential to
hreak throuch to sustained, broad-based, export-led growth, based on rapid
industrialization and expanded agricultural experts. Success in doing so will
depend on how well the Goverrment of Kerya carries out its declared program of
structiral adjustment ard reform, ard how efficiently the foreign and domestic
vrivate sectors respond to the major improvements these reforms are expected
tc produce in Kenya’s investment climate.

Kenya achieved and maintained a real GOP growth rate of over five percent per
year between 1985 and 1988. Inflation averaged under 1¢ percent, and many
econcmic indicators showed positive qains. The Goverrment of Kenya (GCX) has
worked closely with the IMF and the World Bank during the past decade through
a series of structural adjustment and stabilization agreements. Although
¥enya’s record an implementing adjustment measures has been somewhat mixed,
the country received a major Enhanced Strucaral Adjustment Facility (ESAF)
loan from the IMF and special funding fram A.I.D. through an African BEconcmic
Policy Reform Program (AEPRP), both in 1989, to recognise ard encourage its
adjustment efforts.

As Kenya enters the 1990s, there are signs that the econamic growth rate is
declining, inflatioca is increasing, foresign private investment is contimuing
to decline, there is a growing over-reliance on foreign assistance, revernues
froo traditiocnal exports are declining, the goverrment budoet deficit is
increasing. ard other econanic performance irdicators are weakaning. A mezber
of measures need to be taken to overcame these trends. Greater econcmic and
fiscal discipline is required. Opportunities for improving the efficiency of
danestic markets, particalarly in agriculture, and for fostering the growth of
non-traditional exports and tourism must be grasped. The enviromernt must be
protected. Development and use of improved agricultural techmologies amd
methods must be accelerated. Steps must be taken to encourage foreign
irvestment and to mobilize dapestic capital. Successful implementation of
policy amd administrative reforms should produce a positive private sector
response resuiting in increased producticn, eployment, incame, ard foreign
exchance eamings.

Specia.l efforts will need tc be made to ensure that as

N e

rany Kenvans as possikle — particularly current or potential small-scale



entrepreneurs and smalloolder farmers, a ma“ority of whom are wmen —
participate in and ben:fit from growth.

An overriding factor in Kenya’s efforts to wai- ‘ain and accel zate economic
growth amd to improve the lives of its people is its very higa population
growth rate, vhich has resulited in severe pressures on land, on food
availability and on social services. There is good news about the success of
efforts to decrease the population growth rate. For the first time in Kenya
(ard perhaps for the first time in Africa) there is solid evidence that
cantraceptive use is increasing dramatically amd fertility is begimming to
decline. The estimated population growth rate has dropped from 4.1 percent in
1984 to 3.8 percent today. That lewel is still one of the highest in the
wo-ld. If this rate of fertility decline is not sustained over the next few

years, many of the benefits from progress made in other areas could be wiped
art.

USAID and many other donors are helping Kenya progress toward the coal of
sustained, broad-based economic growth. USAID is imvolved to the createst
extent in helping to achieve the development subgoals of: reducing fertility
and population growth, and increasing production, employment, incone and
foreign exchange earnings. USAID resaurces are concentrated on three
strateqgic objectives:

— Ircrease contraceptive prevalance
— increase agricultural productivity and farm incames
~— 1increase the level and productivity of private irvestment

USAID alse plans to provide assistance for wildlife managewent and
conseyvation education, although the stcategy for this sector is not clearly
defined as yet. Kenya’s excertional wildlife population is endangered by
poaching, encroachment by human populations into wildlife preserves, and
mismanagemen. Irmediate assistance is required, and USAID proposes to join
with a mober ol cther doners tc provide it.

The Develorment Fund for Africa will be the prirarv source cf furding to carry



out the strategy. into which the Food for Peace program is being fully
integrated. Centrally and regionally funded projects will contime to be
tapped where appropriate, and USAID hopes to be able to take advantage of
additional funds offered by the AEPRP at least once Auring the next five years.

To achieve increased proegram impact, greater cacentration of resources and
more efficient use of less staff, the Mission plans to increase use of
performance-based dishursement programs, to continue to decrease the ramber of
discrete projects, to rely to an even greater extent on non~govermmental
organizations to provide services and manage programs, and to draw heavily on
the skills of an exrellent Foreign Service National staff and personal
s.rvices contractors.

.
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1. OVERVIEW OF THE ENVIRONMENT FOR SUSTATNABLE, BROAD-BASED,
MARKET-ORTENTED GROWTH

Kerya has been a top ecanamic performer in sub-Saharan Africa since
Independence in 1963. Kenya’s econay grew seven times faster in the 1980s
than sub-Saharan Africa as a whole. The coumtry has made impressive progress
in many areas and clearly has the potential to do muxch mare. Fenya posted a
real GDP growth rate of over five percent per year over the past foxr years.
Significant steps have been taken to reduce the population growth rate, which
is now estimated at 3.8 percent. The rate is down frum 4.1 percent in 1984,
but still is one of the nighest in the world. The country has made remarkable
advances in exparding educational oppartunities, with prisary errollment
increasing fram 54 percent of school-age childrer in 1965 to 95 percent in
1986; over the same periad secardary errollment has ircreased from 4 percent
to 20 percent. Kenya has registered impressive declines in mortality and a
significant extension of life expectancy. There is a vital private sector and
good physical infrastructure.

Kenya is aone of very few African countries that could make the leap from good
ecanamic performance into rapid development and structiral change marked by
doubie digit growth rates arnd single digit inflation rates. High rates of
dmestic investment, a favorable geographic location with respect to majar
world markets, and positive attitudes about private sector growth all cambine
to give Kemya the potential to became one of Africa’s first newly
industrialized countries.

However, economic and social pressures contime to mount, slowing or
offsetting growth. A rapidly increasing trade deficit and accelerating
govermment expenditures {(financed by donor grants and loans) have contributed
disproportionately to GDP growth. High levels of population growth have
resulted in severe pressures on land, on food availability, and on social
services; they are the major factor in urban unemployment/underewployment of
25 to 35 percent. Goverrment policies and bureaucratic procedures contime to
hinder expansion of private enterprise and make it difficult for farmers and
entrepreneurs tn take advantage of opportunities. Improvements in technelogy,

masticuiarly in agriciture, have been slow to cevelop and even slower tc
reach the individuals who will put thex into effect. Kemva — and the donor
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agencies assistirr o2 comtry -~ must act quickly to reduce these constraints
if the comntry is to accelerate and sustain growtnh and maxe it possibie oo
the benefits of ¢rowth to be shared more equitably among the pecple.

This document contzins no separate social analysis. However, the topic has
been thoroughly described in the social analyses of USAID's three most recent
program doarents: the Kenya Market Development Program, the Kenya Health Care
Financing Program, and the Fenya Fertiijzer Pricing and Marketing Program. In
addition, the extensive Social and Institutional Profile preparzd on Kerya in
1983 remains fundamentally valid. With the exxeption of the Demographic and
Health Survey described elsashere in the CDSS, little groundbreaking work has
been done on social analysis in the recent past. USAID will contime to
empnasize social analysis in all project design and evaluation docments.
Wamen 1n Develommernt aspects of the USAID program are described in Armmex D.

A. Political Environment

Kerya’s most important political achievemeitt since Independence has been the
raintenance of peace and basic civil order. With the exxeption of a
shert-lived cogp attempt in 1982, Kenya has been an islarxi of stability and
progress in a region marked by conflict, instability and econamic
detericration. As the experience of most of Kemya’s neighbors has shown,
without this stability, any successful development is very difficult indeec.
Related to peace and civil order is basic institutional contimuity and
ccherence. The maintenance of rural-urban linkages has been especially
significant, bcth in a physical and an instituational sense. As an important
payoff fram the substantial investments that have been made in education ard
huran rescurce developmen’:, Kenya has sucoeeded in cenerating suhstantial
technocratic expertise, both goverrmental and nor—goverrmental. The value of
entrepreneurship is strogly embedded in the nation’s political culture.

These positive institutional/political attrilutes, however, also have a
negative side, with impiications which are detrimental to econamic efficiency
ad which weaken the comritment to economic reform and a private
sector-darminated econaoy. For exarple, the proklen of entrenched burezucratic
interests, & result of continuity, is one erlanation for slow imrlementaticon
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arrarjements has generated a bias ayainst inmnovation and change. In
addition,these political and irstituitional attributes have been, and contime
to b, the ratiorale behind larje public irvestment in parastatals and the
productive sector more generally. They are the impetus behind the contimuing
arowth in public sector employment. They alsc comtribute tir the Gorerrment’s
urwillingness to allow the marke: to set prices for many key camodities and
to the difficulty of reconciling technocratic and political geals within the
bureancracy.

In general, African pclitica systams are marked by nationalism, petermaliss
and the centrality of persoma! rule and personal relationships. Kerwa is o
exception. The raison d’etre of th= large public sector role in Kemya is a
cxbination of nationalism and paternmalism. The naticnalism has two
copnents: the first is the ytilization of the public sectar as an
instriument to regain comtrol over econxmic life fram racial minorities and
foreign interests; the second is the use of the public sector to unify the
nation by distributing the benefits of developmert among regions arnd ethnic
groups. Fatermalism is embodied in the notion of top political leaders as
father figures for the nation, expected to respard tc the needs of their
pecple by actually delivering the goods. The Eresidert becames a special role
model in this regard.

In recent years, there has been an urprecedented centralization of power ard
authority in kermya. The concept of a civil society with a plural, democratic
institutional base has erodec. Sustained, broad-based ecxnomic growth needs
vital democratic institutions to ensure that 2 wide rarge of views are
considered and that the largest mmber of people have an opportunity to
participate in the benefits of development. While the situation is far better
in Keniya than in many cther African nations, there has been steady
deterioration over the pas. few years in both the nmbers ard the role of
democratic institutions. The autonomy of the trade unions, women’s
crganizations, professivnal associations, the press and the judiciary has been
restricted to same degree. Similarly, there is an increasing politicization
of econeric life, imvolving hoth access to market opportinities in the private
sector aré decision—taking in e bureascracy. These tremds need to be
reversed.



In all countries, economic management irvolves the interplay of technocratic
ard political considerations. The Kenyan scene has lang been marked by a
tension between market forves, enmtreprenaurship amd technocratic menagement on
the cne hand, and paternalism and what has elsewhere been termed “cxony
capitalisn" on the other. The recent World Bank report, Sub-Saharan Africa,
From Crisis to Sustainable Growth, analyzing the long-term autlock for
ecoraric development in Africa, gives special attention to the creation of an
enabling institutional and peoliticel envirament. This is as relevant for
Kemya as it is for other African nations.

In contemporary Kenya, there is an interesting paradox concerning these
themes. On the ane hand, there is an increased public realizatior of, and
camitment to, the benefits of market efficiency, entrepreneurship and
technocratic management. On the other, there are the disturhing trends of
centralization of authority and the ensuing lack of confidence in the
impartiality of the judicial and the regulatory systems. These tensions
bacome particularly visible in the context of the structiral adjustment
program and are highlighted in the decisiarmaking process in the interplay
between technocrats and politicians. It is the technocrats who undertake the
analysis and draw up the policy reforms: it is the politicians who ultimately
decide which becane actual goverrment policy. If the cradibility of the
structural adjustment program and its ability to improve the climate for
econaric growth and development are to be maintained, the GOK must make a
stronger camtitment to irplementing reforms that it has itself articulated.

B. Ecoamic Erwirorment

Since Independence, Kenya’s econcwy has been based on a philosophy of a mixed
econary quided by govenment intervention. Government corporations and
parastatals continue to operate in most areas. At the same time the
Government of Kenya (GOK) states intentions of greatly increasirg the private
sector’s role in the econamy. A World Bark team called this econamic syster

"a pragmatic blerd of laissez-faire capitaliism amd indigenous African
socialisn.®

Rerva's razid crowth period, 1963-83. was cuite irpressive for Africa. The

econory grew Ly Over six percent anualily in real terms and by over three

.
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pervent anmually in per capita terms. This camendable level was achieved in
large part by’ increasing land area under production, substantially increasing
cash crops (with concwrrent improvement in agricultural terms of trade),
pranoting irport substitution-led marufacturing growth, and increasing
coverntment experditures and employment. The benefits of this rapid growth,
however, were not as widely diffused as they might have been. Studies of
income distrilxtion undertaken in the mid-1970s showed that the top 20 percent
cf Rerya’s population received 60 pervent of natiamal inomme shile the bottom
20 percert received less than 3 percent. The World Bank estimated that half
¢€ the nuval porulatior lived below the poverty line in 1975.

-n the late 1970s, the second oil price shock brought worldwide grosth to a
stardstill and soverely affected the Kenyan ecanxwmy. Kenya’s exports fell,
inflation increased fram under 5 percent to over 15 percent per year, and a
balance of payments crisis ocaurred.

As Kenya enterec the 1980s, the econamy showed further signs of severe
weakness, with problems stemming fram:

rapidly increasing population growth overpowering govermment services
and fcod production;

— slower agricultural growth because of drought, lack of arable land,
and limited potentia! for further increasing preductivity on
large-scale farms:

a ra~Tow base of export earnings in coffee amd tea; arnd

satvrated domestic demand, limiting growth in the import-substituation
marufacturing secter.

The 1981-84 period wes marked by substantial adjustments in the econamy,
leading to a real per capita growth of minus 0.2 percent per year. A curent
account deficit of over iZ percent of GDP led to a contiaction of inports,
decreased goverrment experdituire in real terms and realiymet of the exchange
rate. Thsase reforms were carried out with assistance from the World Bank and
the Intermational Monetary Yund (DT .-

Recent vears {1683 %o 188%) rarked a recovery periad, with Kema's econasy

achieving a growth rate of about 5 percent per year and a per casitz growih
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rate of 1 ~ 1.5 percent per year. The rate of job creation in the econcmy has
been 3.7 percent per year, while the workforce grew at an anrmual rate of 4.2
percent.. Recent higher levels of ecanmic growth were fueled by (1) strong
agricadltural growth made possible by highiy favoraple weather corditions,
increased fertilizer utilization, ard policy reforms that bave iaproved fanmer
incentives; 2) increased imports financed by lower oil prices and increased
foreign assistance; 3) increased goverrment sperding (nearly 20 percvent
average armual increases) to "prime the panp™ of the econcmy: and 4) strong
performances in tourism and horticulture. Also significanmt is the fact that
Kemya’s population growth rate has bequn to slow, decreasing from 4.1 percent
in 1984 to 3.8 percvent in 1989. There are no recent stixdies that have
explored income distribution in det2il. The World Bank’s 1988 Report an
Employment and Incame in Xenya sugzests that income distribuation patterns have
not changed markedly since the mid-1970s, that real wages have decreased in

the 1576-19%6 pericd, and that the level of poverty in the coutry may have
even increased.

As Kemya enters the new decade, however, there are signs that the growth spast
of the iate 1¢80s is weakening. Real econamic growth for 1989 is likely to
decrease to about three percent, while inflation is re-emerging as a major
problem. After averaging under 10 percent for the past five years, the anrmal
inflation rate is presently estimated at over 15 percent. Recent declines in
the intermationz] coffee rarket have sharply affected export performance.
Also, it is unlikely that —ourist can continue to grow at the rate it attainec
in the latter ha’f of the 1980s.

¥Xenya’s total workforce is expectec to double fram 7.2 million in 1987 to over
14 million by the turn of the century. Unless the private sector begins to
substantially increase its rate of jcb creation, most secondary school ieavers
will become unemployed over the next decade. One area far hope is the
informal secter, in which employrent has been rapidiy exparding. In 1988, the
informal sector was estimated to provide 22 percent of total emyloyment.

Relorms are necessary in rany econanic areas if Kenya is to attain broad-basec

P LR 1 ] ——dm } mem T I : PO e
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C. Implementation of Stabilization and Adjustment Measures

The GOK has worked very closely with both the IMF ard the World Bank during
the last decade. It has had a series of seven stand-by arrangemsnts fraom the
IMF in support of econamic stabilization efforts and has, at the same time,
entered into five stxuctural adjustment lemdling agreements with the Bank.
These effarts have paid off as Kenya has avoided the sharp external and
damestic disequilibria that have plagued many African mations. The latest IMF
arrangement is an Prhanced Structural Adjustment Facility (ESAF) of SIR 240
million, ($300 million) disharsing SOR 80 million ($100 million) in 1969. The
GOK’s record of implementing stabilization and adjustment effarts has been
mixad. The Goverrment has undertaken tough stabilization measures, especially
drring periods when severe econamic instability threatenad, but these efforts
have proven difficult to sustain after the potential crises have subsided.
Similarly, while the GOK has proposed an ambitious program of structural
adjustment, implementation has been siow in many areas.

Since the early 1980s, Kenya has followed an increasimgly active fareign
eschange management program in order to attain and sustain economic
stabilization. The shilling has been devalued by over 50 percent since 1982,
allowing Kenyan exports ard tourism to maintain their coopetitiveness. The
Central Bank of Kenya maintains a program of periodic marginal devaluations.

A major focus of stabilization efforts has been the interlinked issues of
inflation, monetary growth and the budget deficit. In the early 1980s,
inflation averaged over 15 pervent per year. During 1984-88, stabilization
efforts which improved fiscal and monetary discipline brought this rate to
under 10 percent. The budget deficit was reduced fram over 7 percent of GIP
in 1986/87 to under 4 percvent by 1988/89. With the exception of 1986, when
high coffee prices and low oil costs generated a terms-of-trade windfall,
mnetary expansion has been held in check. Between 1984 and 1988 (exxcluding

1986), growth in money supply (M2) rose at an average armual rate of eleven
percent.

In late 1989 there were strong irdicatiors that the rate of inflation was
sharply rising, fueied by increases in goverment spending and monetary
expansion. An increasec rate of inflation will make it more Gifficult tc

-
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paintain positive real interest rates and will put pressure on the exchange
rate management system. Rationalization of hudgetary eperditures is a mejor
focus of the GK structiral adjustment program, and it is progressing maxch
more slowly than plarned. Budgetary expenditures as a perventage of GIF are
actually higher now than at the begimning of Kenya’s structural adjustment
program. In the past two years, experditures have increased substartially
more than revenues. The commitment to maintain and expand the macion‘s
education system is prtting increasingly heavy pressures an the budget, while
recent analyses have found indications of declining quality in the education
system as a result of population pressure and budget limitations. Given
education’s proven role in increasing incomes and improving the quality of
life, ways must be found to reconcile maintaining educational guality with a
sustainable fiscal balance.

The public sector has been used in the past as an employer of iast resort. In
the 1984-1988 periad, public sector employment grew at an anmual rate of 4.6
percent, increasing to over 50 percent of total wvage amployment. It is clear
that public sector employment carnot contimue to absorb such increases and
still meet its fiscal policy targets. The Goverrment is begimning to
implement "fee-for-service™ schemes in health and education, but their impact
an the budget will not be felt in the near term.

As part of its adjustment effecrts, the GOK has iiberalized the import regime,
removing quantitative restrictions on the vast majority of imports. Despite
this, a recent study of export incentives has found the trade regime still
retains a strong anti-export bias. The system cf fixed wolesale and retail
prices has also been largely dismantled. Plans are on the books for even more
price liberalization. The GOK has also begun to restructure the financial
sector, creating a Capital Markets Authority and passing a new banking act.
The Central Bank has reactivated its rediscomnt facility and estabiished an
informal Open Market Camrittee. Most cbservers believe that these efforts
will have to be substantially strengthened in order to have the intended
effect of stimilating private secter investment and improving productive
efficiency.
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D. New and Emerging lssues

1. Urbanization

Urban areas and urban populations are increasingly important in Kerya, with
urbar; problems reqiiring ever larger shares of resources and public
attention. Kenya’s urbanizaticn rate of over 8 percvent per amm is ane of
the highest in the world. Nearly five million Kenyans now reside in urben
areas. That nmber is expected to double before the taon of the century.
Ore-third of the urban population lives in the capital city of Naircbi.
Fenya’s natiorwide wrban “system™ now comprises a coplex hierarchy of 172
urban places. In addition to the larger cities of Mmbasa, Kisimm and Rakru,
there are nearly 100 cities and towns in the 5,000 to 100,000 population
range. They are sites for marketing services for agricultural coemndities,
industrial ard informal sector economic activities, and they provide social
and eduocational services for surrounding rural populations. These smaller
urban areas provide opportunities for off-farmm employment, which is becoming
an increasingly important mechanism for absorbing Kenya’s rapidly growing
labor force.

2. AIDS

As is the case in many African countries, HIV/AIDS is an irportant and groving
health problem in Kenya. Over 6,000 AIDS cases had been reportad as of June
1989, and the doubling time is estimated to be 8 -~ 10 months. These official
figures clearly underestimate the real extent of the problem. HIV prevalence
among blood donors is in the range of 1.5 to 2.0 percent, while rates among
high~-risk groups such as persons suffering from sexually-transmitted diseases
(12 - 15 peroent) and prostitutes (30-90 percent) are mach bigher. The
internaticnal donor camamity and the GOK ave cooperating in developing a
caprrshensive program focused an surveillance, blood screening, and mass media
and camnity-based education, counselling and condon distribution.
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Chart I-3
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Chart 1-5
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II. ANALYSIS OF KEY GROWIH CONSTRAINTS AND OFFORTUNITIES

Fentya is frequently congratulated for doing better at samaging its resamces
and econxamic development than most countries in sub-Saharan Africa. A
legitimate aim of a develomment assistance prooram might be to help the

of cmnstraints and opportumities might be geared to that level, and success
might be measured agqainst sach comparisons. However, if Kenya is to attain a
level of sustainable, broad-based econamic growth commensurate with its
potential, it must raise its sights. FKRenya really should be compared with
those developing countries (such as Malaysia and Thailand) which are striving
for transformation to industrialized ecorxmies. Real growth in East Asia, for
example, averaged eight percent in the 1980-87 pericd, ompared with an
average of 3.8 percvent for Kenya ard 0.5 percent for sub-Saharan Africa as a
whole. Experiences of the newly industrialized counmtries suggest that private
sector-led, export and market-oriented growth (including strong performances
in the agricultural sphere) can lead to increased incomes and a structural
transformation of the econamy, thereby providing a solid foundation for more
rapid and equitable development.

The Govermment of Kenya’s stated development strategy is in line with this
philosoochy. The 1986 Sessional Paper, "Econanic Management for Renewed
Growth,® outlines policies to be followed to accelerate growth into the 21st
Century. It stresses the daninant role that must be played by the private
sector in revitalizing the economy and the need for the Goverrment to
establish market-based incentives to promote private sector activity.
Although implementation has been slower than planned and many proposed actions
have not taken place, the strategy is laudable and is one USAID spmts
throughout its program and throughauat this CDSS.

Kenya has the resaurce base, the infrastruchoe and the trade links that coald
propel the transformation to rapid growth. Kenya has a large and trainable
low-wage labor pool and an established, though small, industrial base. It is
an air and sea transport hub for the East Africa region amd has well
established trade links with and preferential access to Buropean markets.
Kema’s mexbershir in the Preferential Trade Area of African countries
rrovides access to another potentially large and untapped market for its goods
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amd services. There is strong potential for agriculture to expand exports of
produce to Burope and other seasonal markets and to provide irputs for
agricultural production. However, a mmber of cnstraints block the
develoment path and must be overcome.

The overvhelning constraint on rapid growth and development is the high level
of pcpulation growth, which keeps expanding aatput from being translated into
higher per capita incomes, puts severe strain on the service provision
capacity of the econamy, and generates powerful political pressures for
non-sustaineble budgetary expansion. While real progress is being made in
reducing the population growth rate, more must be achieved, and soon, if rapid
broad-based growth is to become a reality in Kemmya.

Population pressure is directly linked to a second major cnstraint, low
agricultural productivity and incames. While Kenya has achieved what are, by
African standands, good levels of agricultural ocutput, it must increase the
productivity of agriculture and create a comtext in which small-scale farmers
can shift their production to higher value commercial crops. A rapidly
diversification can occur by increasing the levels of demand in the economy
and providing foreign exchange and investment resources.

Finally, for rapid growth to ensue, the private sector will have to became the
primary engine of growth in the econamy. This will necessitate an improvement
in both the quantity, and especially, the gquality of investment. For that to
ocarr, the Govermment will have to prowvide a more favworable enwiroment for
both damestic and foreign inmvestors. Appropriate macroeconamic and sectoral
policies and effective, efficient administration hold the key.

A. Eoonanic Oonstraints and Opportimities

Econamic constraints to sustained, broad-based growth in the Kemyan econamy
can be divided into extermal and internal categuries.

-
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1. BExtermal Constraints

The major extermal constraints over the medium-term are: unstable foreign
exchange earnings; reliance on high levels of foreign aid; low and diminishing
foreign irvestment; anxd poor prospects for regional trade.

Intermational prices for Kemya’s export camsodities have besn very unstable.
Coffee and tea account for about half of total exports, and agricultural
exports account for approximately 70 percent of total exports. For this
reason, Remya’s trade and amrert account balances swing widely from year to
year, depending on camsodity prices. For example, coffee prices are down S0
percent in 1989 from 1988. In general, expart growth has been sluxggish. Real
export growth has been under one percent per year in the past five years,
vhile real imports have grown at about five percemnt per year. Kenya’s terms
of trade have deteriorated markedly since 1984, eacerbating the prublem of
slow export growth. Kenya must increase and diversify exports if the courtry
is to have much chance of reversing its balance of trade prablems Auring the
CDSS period. Horticulture presents an excellent opportinity for rapid
expansion over the next decade if export incentives can be developed and if
infrastructure canstraints such as lack of cold storage and insufficient
aircargo space are addressed. Possibilities for expanding mamnufactured
exports also hold great promise.

Tourism has been a vital factor in offsetting the balance of trade prublen.
Contimued tourism expansion can increase foreign exchange earnings. Although
it camnot be expected to contime to grow as fast Awring the next five years
as it did the past five, during vhich the mmber of tourists visiting Kenya
each year doubied, tourism must contimue to increase by at least five percent
armmmally, in real terms, just to earn enough foreign exchange to cover rising
debt service payments. Publicity about incidents of violence against tourists
in the pational parks arnd in the cities, abaut malaria at the Coast, and about
wildlife poaching or limited capacity for visitors at the parks have made
taurists more wary abast deciding on Kenya as their vacation spot. Those
problems mist be reduced or eliminated, and measures must be taken to retain a
greater percentage of foreign exchange earnings (only 8-13 cents per dollar at
present in corparison with about 45 cents in East Asia) in order for Kemya to
realize maximm benefits from tourisnm.

IT-73



Reliance on increasing foreign aid (about 12 percent of GI¥P in 1989) is
probably not a scund strategy for Kenya over the medium term. Although
assistance may remain at current levels, providing that Kenya contimes to
implement the policy changes promised by the goverrment, there are no
assurances. With 2 debt service ratio presently at 35 percent of exports and
services, repayments of loans will contirue to decrease net aid flows over the
next 10 years even if gross aid flows increase. Donor assistance has
represented a temporary infusian of investment to serve as a catalyst for
structiral change, which, among other benefits, is interded to bring in
private foreign investment. Unfortimately, foreign investment continues to
decline and significant improvements in the investment climate will be needed
to reverse this trend. This is a major challenge far goverrment policy.

Regicnal trade contimies to be constrained by instability in neighboring
camtries and the lack of prchasing power in thnse same countries. With
damestic demand limited, enphasis o new export production ard new export
markets is needed. Given Kemya’s large and growing structwral trade deficit
of $1 billion, exports would have to double to match the isport bill. while
this is possible, it would require a coordinated effart to increass
non-traditional exports, tourism receipts and foreign investment. The
alternative is to drastically restrict imports which would stifle the
possibility for expanded growth.

2. Intemal Constraints

Internal econonic constraints involve macroeconamic policy restrictions,
requlatory and institutional controls, ard resource limitations. The first is

Macroeconamic managesment policies are of constant concern to the GOK, which is
addressing econamic difficulties through the use of such tools as interest
rates, exchange rates, the money supply, amd fiscal! deficits to control supply
arnd demand of goods and resources in the econcay. The Goverrsmert has
gradually devalued the Kenya shilling in real effective terms over the past
several years, thereby ensuring that inflationary tendencies do not make
Kemwvan crodacts unconpetitive on world rarkets. Also, while the Goverment
continues to impose ceilings on interest rates, these have been generally
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positive in real terms, so tlit the rate of inflation has not overly
discouraged domestic saving.

Budget anmd fiscal policy actions have not been as positive. Government
egpeniitures are nearly one-third of GP. Govertment deficits remain high,
forcing the GK to borrow heavily in domestic markets, increasing inflationary
pressures and effectively limiting private sector access to credit. The main
problem has been govermment spending, driven up by increased debt sexrvice
burdens and increased public service wage cutlays. In addition, the
Goverrment contimnes to make large investment outlays, the most inappropriate
of vhich consist of investments in parastatal activities that the Goverrment

itself has acknowledged are an inefficient use of the country’s scarce
investment resources.

Requilatory amd institutional constraints are a major element of Kerya’s
econanic growth problems. The Goverrment has became mxch too inmvolved in
microeconamic management. ‘That such involvement is to the detriment of the
overall econamy has been an increasingly freguent subject of high-level policy
papers, in-depth amalysis, and donor dialogue. Microeconmmic controls that
are counterproduxctive to the development of a haalthy, thriving, coapetitive
private sector in Kenya include licensing controls, marketing comtrols, and
financial controls. They are described in greater detail in C.3 cf this
section.

B. Selected Major Areas

1. High Rate of Porulation Growth

A very high rate of population growth is the overriding constraint to
sustained, broad-based econaomic growth in Kemya. Although the rate has at
last begun to come down, decreasing from 4.1 percent in 1984 to 3.8 percent in
1989, it remains ane of the highest in the world. If the 3.8 percent rate of
growth contimes, the population will double in less than 20 year:, to SO
miliion in the year 2010. Even with a successful family plaming . ogram and
further significant decreases in population growth rates, the papulation of
Kermyva is projected to exceed 33 rillion by the year 2000. Clearly, *his
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situation seriously undermines efforts to attain per capita improvements in a
wide range of social ard econamic areas. The increasing scarcity of arabie

land and limited employment opportimities present a formidahle challenge for
Fenye.

Ancther consequence of this high rate of population growth is that well over
50 percent of the population is less than 15 years old. This extresely high
deperdency ratio strains the resources of individual families amd of public
sector progrems as both struggle to cope with the needs of children until they
can became productive members of the society.

while the situation is serious, there is rsason for incipient optimiss about
the future. XNow, for the first time in Kenya (and perhape for the first time
in Africa) there is solid evidence that a difference is being made. The 1989
national Kenya Demographic and Health Survey (KIHS) shows a dramatic increase
in camtraceptive use and provides the first indication of a Gecline in the
total fertility rate. In comparison with a similar survey in 1984, the 1989
survey shows a 60 percvent increase in contraceptive use and a 15 percent
decline in the total fertility rate (mmber of children per woman). Total
contraceptive use increased fram 17 pervent in 1984 to 27 pervent in 1989,
while use of modern contraceptive methods doubled fram 9 percent to i8 percent
during the scme pericd. The 1989 survey found a total fertility rate of 6.7
children per woman; the 1984 survey reported 7.7.

Despite this recent success, however, fertility remains at a very high level
and will have to decline much further if Rerya’s medium and long-texm
population abjectives are to be achieved. To reach the GOK 1995 population
growth rate target of 3.5 percent, for example, the total fertility rate will
need to decline from the ourrent level of 6.7 to 5.9 — an ambitious goal.
But KIHS data clearly show that rapid change in fertility preferences and
attitides toward childbearing are underway. Nearly 80 percent of wamen of
reproductive age indicate a desire to either delay ar stop childbearing. Such
a change, combined with a contimed expansion of family plarking services in
the next five years, makes this fertility reduction cbjective achievable.

& variety of socio-cuitural facteors, such as early age at rarriace, the high
vaite Ramyens place on children, and the relatively iow status of women affect
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the desired rumber of children and thus the potential demand for family
plamning services. Notwithstanding these factors, USAID believes that the
mjor constraints to use of family plamning in Kenya relate to the limited
supply of services amd to lack of information about those sexrvices.
Fossibiiities for reducing or elimimating those constraints constitute
significant opportamities for increasing the prevalence of contraceptive use.
Mareover, it is likely that such an increase will result in reduced fertility

a. supply

The KIHS suggests that access to quality family planning services is still a
mjor castraint to contraceptive use. While only 27 pervent of women of
reproductive age are using a method of contraception, and anly 18 percent are
using a mwodern method, the proportion of wamen wanting to delay or stop
childbezring is nearly 80 percent. Thus, the potential demand for
contraceptives and family plarming services is considerable.

Despite mejor recent progress (such as an increase in the mmber of MOH
service delivery points), it is estimated that 30-40 percent of the population
does not have ready access to family plamming services. In the public sector,
services are prabably routinely available at no more than 50 percent of
facilities, because of eitner the absence of trained staff, equipment, medicai
supplies or contraceptives. For example, while nearly 400 MOH and NGO health
persomnel are being trained in family plamning each year, a backlog of more
than 4,000 are still to be trained. Periodic shortages of certain
cartraceptives and weak intermal distribution systems contimue to constrain
the availability of services at the periphery. Related medical equipment and
supplies, such as disposable gloves, examining instruments, and disinfecting
solutions, are also frequently in short supply. less than 25 percent of MM
hospitals routinely offer VSC services.

Within the private sector, clinic-based services are available through the
Family Plarning Association of Kerya network and, increasingly, through the
large national networi of mission hospitals and clinics which corprise the
Ciristian Health Association of Kemva ((HAK). Augmenting this are the rore
than 120 service delivery points established and assisted by the USAID Fanily
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Plamning Private Sector Project. Substantial opportinity exists, hosever, to
further expand the availability of family planning services within CIAK and
within private fimms,

Camamity-based services (CBS) are a critical component of a broad-based
family plamning program. Despite a recent expansion in GBS, coverage through
CBS or other fomms of autreach is still less than 20 percant of the
population. In addition, the lack of a full-fledged contraceptive social
marketing program, (subsidized camercial sales) contimes to sericusly limit
ready access to conmtracentive supplies far lower socio-economic groups in
urban and semi-wban areas.

b. Demard

In the KIHS, lack of knowliedge about specific methads was the reason cited by
the largest number of respondents (23 percent) for non~use of family
plaming. While many potential users are able to name most methods, both
clients and family planning service providers display a great deal of
misurderstanding about the safety, effectiveness and use of these methods.
Easily understood and accurate print materials are rarely available to counter
rumors and misunderstandings and to support efforts by clinic and
camunity-based staff. Ancther reason cited for non-use was the hsband’s

disapproval. To date, information programs have not been very effective in
reaching men.

The KIHS also indicatss that comtraceptive use is wmach lower in areas where
infant and young child mortality remains high. In Cemtral and Eastemrn
Provinces, for example, where child (under the age of five) mortality is
estimated fram the KOHS to be less than 50 and 65 per thousand, respectively,
40 percent of married wamen of reproductive age are using family plamning
methods. In Nyanza ard Western Provinces, where child mortality is estimated
to be 148 and 133 per thousard, respectively, less than 15 pervent of married
wamen of reproductive age are using family plamning methods.

It is evident that substantial opportunity exists to increase the prevalence
of contraceptive use through the increased availability of information and
services and through ccntinued support t5 child survival activities,
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2. Low Ievel of Mricultural Productivity and Fara Incomes

Improving the productivity of the agricultural sector will be necessary if
Renya is to achieve sustainable, hroad-based economic growth. Agriculture
cantinues to be a mxjor sarce of income and employment in the econy,
representing 30 percent of GP and clase to 70 percent of the warkfarce.
Morecwver, Renyan farmers supply nearly all of the mation’s food supply amd
nearly 70 percemt of foreign excharnge earnings. Given a proper sacyoecoramic
enviromment and effective sectaral policies and investments, agriculture has
the potential to make significant comtributions to esployment growth amd
expansion of exparts, as well to provide the base upon which industry can
rapidly expand.

Since indepenaence, Kenya has had one of the highest rates of agricultural
growth in sub-Saharan Africa. But growth performance in the first
independence decade (4.€ percent per anmim) was markedly better than in the
past fifteen years (2.8 percent per anmm), during vhich time the axpansicn in
artput failed to keep up with the rate of population increase. In the past
five years, however, as a result of highly favorabie weather conditions,
increased fertilizer utilization, and policy reforms that have improved farmer
incentives, the growth of agricultural output has increased to 4.2 percent per
anmrm,

In spite of this recent growth for the sector overall, per capita maize
production has decreased since 1985 because of low growth in yields and high
population growth. Maize yields are only now returning to levels reached in
the late seventies. Gharts II.S5 and 1I.6 on the following page highlight

deciining maize production per capita and stagnant yield production since the
late seventies.

The growth in agriculture since independence has resulted largely from
increasing the land area under cultivation. But the prospects fcr further
growth through extension of land area under cultivation are now extremely
limited. In the future, increasing use of fertilizer, an improved policy
enviormment, and improved seed varieties and other productian techniques will
hold the key to sustaining significant agricultural growth. Per unit
production is already high in Kenya’s large farm sector, in which same 3,703
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Chart 1I-5
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farms account for cne-third of the area under crop production. This means

that improving productivity in the smaliholider sector, in which 1.7 million:
farms average scme two hectares in size, mst be the target for agricultural
development strategies.

In the past several years, the GCK, the World Bark, USAID and other donors
have undertaken a series of in-depth assessments of the agricultimal secter.
agriculture, the costs and benefits of differemt aporoaches to agricultural
develoament, and the impact of variocus donor proiects and programs. They have
made recammendations to both the GOK and the donors about agricxitizal sector
strategy options. Among the more important of these assessments are:

— "Kenya'’s Agricultural Growth Prospects and Strateqgy Options, "wWorld
Bank, June 1989;

— "Raising Agricultural Productivity: the Role of Research ard
Extension," Goverrment of Kemya, Jamuary 1589;

- "Increasing Keryan Agricultrral Productivity: Application of the
Policy Amalysis Matrix -~ Interim Project Report®, prepared for
USATD/Kenya November 1589; and

— “Econamic amd Social Soundness Analysis for the Kenya Market
Development Program,® prepared for USATD/Kenya, July 1989;

These studies have concluded that there Aare four key constraints to achieving
Kenya’s agricultural sector objectives of increasing autpat and improving
productivity, especially in the smallholder sector. These are:

— Limited supply of arable land and insecure land temare:
— Inefficient marketing and pricing policies;

— Inefficient agricultural input supply systems: and

— Inaderuate research and extension services,

In addition, factors autside the agricultural sector such as unfavorable
terms-of-trade, a weak balance-of-payments, and inflation have imposed
constraints on the perforrance of agriculture.



a. Arable Iard Supply and land Tenre

Of Fenya’s 44.6 million hectares of land, only 8.6 million hectares (19
percent) are medium to high potential agricultural land. Much of the rest is
used for extensive livestock grazing or taken up by national parks or forest
reserves. Of land not now under production, anly 500,000 hectares could
canceivably be put into production through irrigation, drainage or flood
control. This limited supply of arable land combined with the high
pcpulation growth rate has generated severe land pressure. Consequently,
farming methods, such as reducing fallow periods, have been undertaken which
increase soil ercsion and decrease per unit productivity.

insecurity of temure. Nearly two million small farms occupy less than four
million hectares while 3,700 large farms ocoupy close to three million
hectares. land temure reform in Kenya has not focused on redistribution;
rather it has sought to provide secure temmre to smil farmers.
Unfortunately, because of complex bureaucratic procedures, tribal politics,
and legal difficulties in general and specifically with relation to women, and
financial and personnel limitations, the land terure program has been
implemented at a very slow pace. ILack of secure temre has limited access by
small farmers to credit and has limited their incemtive to undertake
improvements whose pay-offs are longer term. The GOK is working on a
framework to address these camplex and sensitive issues.

b. Agricultural Marketing and Pricing Policies

The lack of a well-developed marketing system and the presence of
administratively fixed agricultural comodity prices create a disincentive to
increased agricultural productivity. The extent of Goverrment intervention in
agricnltiral marketing is high. For most major crops, official prices are sat
through marketing boards which either exert monopsonistic power ar
substantially comtrol access to marketing by the private sector. Cfficial
price policy does nuot allow temporal or spatial price variation for most
camodities. This discourages private storage, increases marketing costs, and
contributes t¢ a2 nisallocation of scarce land resocurces since prices do net
reflect local rarket conditions. In additicn, these goverment controls
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private marketing and processing industries.

While in recent years fived prices have mwe nearly reflected import/export
parity, the potential incertives resulting fram these reascrably hich prices
have been offset by late payments to farmers by the marketing boards. In many
cases, farmers have had to wait up to fifteen months to receive full payment

for their cutput. This has resulted in serious liguidity problems for
smllholder farmers.

The core of the parastatal marketing system is the National Cereals and
Prodace Board (NCPB), which markets about ane-half of the total commercial
sdsidies per arrum, the NCPB controls a complex set of restrictions that
substantially increase the cost of the informal sector maize trade (the other
half of total marketed production). These policies benefit anly large-scale
producers while increasing the cost of maize to consumers amd lowering the
price to smallholder farmers.

Kenya’s rural transportation system is at a critical junchure. Poor roads
have increased the cost of agricultural marketing and have discouraged
econanies of scale. A recent USAID study has idemtified the pocr quality of
rural roads as the major infrastructure constraint to more efficient
marketing. The rural roads system must be improved or it will quickly fall
apart, further limiting the likelihood of improving smallholder productivity.
The recurrent budget for rural roads has decreased by 22 percent between
1985/86 and 1989/90.

c. Agricailtural Inpat Supply

Agricultaral imputs constitute a critical element in the strategy to enhance
smallholder. These inputs include fertilizer, improved seed varieties, pest
and dissase cortrol chemicals, animal feeds, and farm machinery and

implements. The stracture of the input delivery system is characterizad by a

wide range cf participants including parastatals, cooperatives and private
traders.
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Of particular importance is fertilizer. varicus stidies by the GIK and the
World Bank have estimated that the potential requirement for all types of
fertilizer is 650,000 tons per vear, while actual consmption has averaged
only 266,000 tons per year in the past three years. Stdies suggest that
fertilizer investment is highly profitable, providing returns of 3-4 times its
value in maize and wheat ard 10 tires or more for coffee or tea.

Yet the fertilizer subsector has experienced severe problems in recent years.
These are the result of official fertilizer price setting and controls,
inadequate and untimely imports due to foreign exchange constraints am
Qmbersame import quota and allocation procedures, and lack of technical

knowledge on the proper use of fertilizer and uncertainty about its financial
retuns.

In December 1939 the GOK decontrolled fertilizer prices as part of its
Frograms with USATID ard the World Bank. This will help address the imputs

canstraint bat will need to be accampanied by action in the other areas of
constraint.

d. Agricuitinal Research and Extension

Prior to independence, agricultural research in Kenya resparded to the needs
of camwercial farmers with mechanized operations and marketed inputs. While
govertment policy has lang since shifted to a focus on smallholders, changes
in resesrch pricrities and activities have lagged behind. The result has been
a lack of develomment of improred technologies for smallholders. Unless
sigrificant improvements are made in the existing technology base, smallholder
agqriculture will not be able to make the productivity gains that will be

reeded to ma‘ntain agricultural cutput growth at a rate faster than the growth
of poxlation.

A 1986 stidy of the agricultural reseath System in Kenya led to a decision to
oarsolidate all research activities in the Kenya Agricultural Research
Institate (KARY). But, KARI has lad difficuity in implementing its research
lans because of oudgetary constraints, a failure to develop linkages with the
acribusiness cormrmnity, and, especially, a lack of skilled researchers and
raragers. As Chart II.§ shows, nearly 80 percent of the KARI budget is
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presently aliocated to persamnel and administration. Operatiomal fumis,
already a small fraction of the badget, are subject to politicai pressures and
are often held wp at the Treasury. bwhile harticulture has grown substantially

in recent years as shown in Chart II.7, it ocould expand even faster with new
technologies.

FARI, Bgerton University and other institutions involved in agricultural
research have highly qualified senior msanagers and researchers. However,
these institutiaons lack the depth of expertise and program management
capability required to sustain agricultiwal research programs.

Kenya shares the general problem of many developing cowntries in extending the
productivity-enhancing results of research work to its smllholder farmers,
This is the result of poor dissemination of information becamse of weak links
betumﬂaermeardiarﬁmim'systas, lack of appropriate products to
exterd to smallholders, inadequate resources and sipport for the extension
staff, and weak management and supervision in the extension service.

3. low Ievel and Productivity of Private Investment

The Goverrment, donor agencies, and varicus private consultants have oconcluded
that the anrent low level ard productivity of private irmestment in Kenya is
the most significant factor constraining growth in production, emp.oyment, and
foreign exchange earnings. low investment quality makes it difficult, if not
irmpossible, for the country to attain sustained, broad-based economic growth.

¥While an increased amount of investment is required, enhancing the
productivity of investment is as crucial an issue. FKerya’s rate of damestic
savings in relation to GDP is one of the highest in Africa, and its anrual
imvestent rate is an the order of 25 percent of GDP. However, in camparison
with other countries at Kenya’s level of develcmment, the growth generated by
this high investment level is low. With an incremental capital-output ratio
(IR} of about five, Kenva’s econamy currently requires five percentage
points of investment to produce one additional perventage point ircrease in
GOP. (In industry and manufacturing, the figure is probably a bit higher.)
If the IOOR were to Groc by one peint (to four), GDP growth could be expected
te increase by cne percentage point per year, a significant gain.
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During the past year, USAID has fuxied an extensive series of assessments an
opportimities and constraints in Kenya’s private sector. Drawing from both
public and private sector sarces, the amalyses include a wide range of
Kerya. One of the studies is the largest private sector sirvey conducted to
date in Kenya. Others examined USAID and other donor-fizxded activities during
the last decade and provided recomencations on the most cost-effective,
impact-laden interventions for the futire. Assessments include:

— "Evaluation of the USAID/Kenya Private Sector Progran® (prepared for
USAID in July 1989);

— "Export Incerntives for Femyan Industry® (prepared for the Kemya
Association of Mamufacturers in Angust 1989);

— "Goverrment Controls ard Their Impact on the Mamufacturing Sector®
(prepared for the Kenya Association of Marmfacturers in October 1989);

— "Marual for Action in the Private Sector: Renya®™ (prepared for USAID
in December 1989); amd

— *The Enabling Enviromment for Kemyan Export Processing Zones™
(prepared for the Ministry of Finance in December 1989).

These doaments have made a major contrilution to understanding the
constraints to increased private enterprise activity in Kemya and the
oprortunities that exist for overooming those canstraints. They have played
an important role in shaping USATD’s strategy in this sector. The apalysis
which follows is based on this prodigious body of research and on USAID's
extensive experience as the earliest and largest private enterprise doner in
Kerya.

Major constraints to increasing the level and productivity of private
investment in Kenya include: too many goverrment controls which inhibit
investment, especially those which irpede expansion and diversification of
edxport production and of foreicn private irvestment; underdeveloped financial
markets to makKe capital availabie for investrment; and insufficient mechanists
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to improve the prodixctivity ard expand the base of dmmestic imwvestment and
arreprensans.

a. Govermment Comtrols — The Prabling Erwirorment

Despite mmerous pronouncements and some major actions to the contrary,
econanic policy in Kenya is marked by a long-starding, if now largely
discredited, philosophy of develomment which is suspicious of market forces.
Market forces in Kenya have, in too many instances, been siperceded by

save scarce foreign exchange by protecting isport-substituting enterprises and
to ease burdens on the poor — primarily the urkan poor — by comtrolling
prices of daily necessities, includiixy food. This philoscophy has created a
policy enviromment that now keeps the econamy from growing as rapidly as it
could ard should, and that acts as the major constraint to improving levels
and productivity of private investment.

The policy erwiroment is improving gradually, however. With strong
encouragement from bilateral and mltilateral lenders and donors, Renya is
reexamining its development philosophy. In the groundbreaking Sessional Paper
No. 1 of 1936, ard in mamercas subsequent pronouncenents (such as apnual
budget presentations and speeches by high level officials), the GIK has noted
the importance of moving away fram direct government intervention and toward
liberalization for more efficient resource use in the economy. A mammber of
policy imorovements have bees: implemented in the past four years, but much
remains to be done. Over twenty years of irward-looking development
philosophy has become entrenched in policies to such an extent that refarms
camnot ¢oolr overnight. Many groups, both inside and outside goverrment, have
benefitted from the protected enviromeent and will fight to maintain the
status quo. Kenya’s challenge is to overcome the strung resistarce to change
presented by these “stakeholders," and to fully implement needed policy
changes.

Major reforms are needed in mamny categories of govermment controls. The most
irmportant categories involve:
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licensing restrictions, such as isport and export licensing, entry
amd work permits, and trade licensing, all of which make starting and
operating businesses extremely difficult and provide mmerous
possibilities for corruption;

- financial controls, such as foreign exchange regulations which
dictate the allocation and use of scarce foreign exchange and make it
hard for foreign investors to repatriate profits; amd

market controls, such as price controls and regulation of trade by
means of established marketing boards.

Perhaps the wmost debilitating constraint on irvestment (either domestic or
foreign) is the unfortunate combined effect of all the faregoing controls.
The resulting "investment climate® is larger than the sum of these constraints
amd often causes potential investors to lock elsevhere. The symptons of a
poor investment climate — including successful capital flight despite camplex
cantrols to prevent it, severe pemalties for illegal foreign exchange
transactions and drastically reduced levels of foreign investment — are
evident in Kenya. Ancther characteristic of the cnrrent investment climate is
the widespread prevalence of corruption that pervades all kusiness
transactions in Kenya.

Perseverance in developing and implementing market-oriented private enterprise
policies is required if private enterprise is to make the enormous
contribution to economic growth that it has the potential to make.
Opportunities for reform abaund, as do opportunities for providing assistance
to encourage and support such reform.

b. Financial Markets and Financial Services

Kenya’s capital market is large and diversified by African standards. There
are 26 camercial banks, of which 3 are goverrment owned, 14 are branches of
foreign banks, ard nine are private damestic banks. In addition, there are
nunerous non-bank financial intermediaries, including 37 insurance corpanies,
2,700 rural savings institutions, and five developrment "banks."™ A stock
exchange has existed since 1954. However, the achievement ¢f an advanced,

- -
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outward-looking econcmy will require the develogment of a hroader range of
institutions and financial services than currently exists. Problems in the
financial sector are of three types. First, inadequate macroeconmmic policy
has its initial impact on the financial sector. Since the Centyal Bank works
for the Goverrment, the Goverrment and its parastatals have first claim on
barking system credit. As a result, deficit financing crowds aut private
sector credit. Seocard, a series of public sector policies is hindering the
further development of a financial system which could adequately serve the
needs of an outward locking and rapidly developing economy. The most
important of these are exchance cantrols and interest rate contyols. The
former prevent the development of financial instruments needed by a modern
export sector. The latter prevent the credit needs of small business from
being adeguately addressed. (The experience of USAILYKenya’s private sector
portfolio is that financial instituations are usually willing to carry the
credit risk of lending to small enterprise, providing their administrative
costs are covered.) Finally, thare are a mmber of institutional constraints
which need to be addressed. Chief among these are the development of an
adequate requlatory inctititional fremework for ejuity markets and foreign
investment.

c. Incentives to Enccurage, and Services to Support, Damestic
Investment and Entreprenearship

The: inhospitable policy envircrment restricts both foreign amd damestic
investment. rurthermore, damestic entrepreneurs are constrained by a mmber
of factors. Specifically, given Kenva’s very high pcpulatiar growth rate,
400,000 new workers per year are eligible for employment, but the growth in
jcb opportunities does not begin to seet explc/ment demands. Despite strong
growth rates recertly, the informa®l sector is alsc liriusd in its capacity to
employ and to increase productivity. Value added is low, the damestic market
is limited, and with greater econamic liberalization, autside competition may
crowd out today’s informal industries. Domestic enterprises have poor access
to marketing, technology, arnd regulatory iformaticn, and are also constrained
by lack of training in such basic areas zs acocounting and inventory management.

-
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Kenyan entreprenaurs have difficulty locating temm funds for imvesting in
productive fixed assets. To biame is a financial system which, though well
formed for 2 country at Kenya’s stage of develogment, still puts most of its
term funds into relatively nom-productive assets sxh as residential dwellings
to the risks that more profitable and irmovative borrowing might produce,
credit provision in general is bhased on very heavy collateral recuirements.
As a result, financiers in the farmal sectar are not skilled in project
proposal assessment.
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Table 1. Kenya: lected External X~dicators
1964 1980 1964 1985 1986 1937 1988 1989
KATICS TO GDP
Merchandise Imports 24.7 36.5 25.5 4.« 23.4 .6 24.) .3
Exports (GNFS) n.a. n.a. 20.2 19.3 20.2 15.5 3.1 16.3
current Account Balance S.1 -12.5 -1.% -1.5 -0.5 -6.3 -5.3 ~5.5
EXTERNAL TERMS OF TRADE 160.6 118.1 0.0 82.8 94.1 76.9 80.4 74.0
Inport Price Index 7.7 101.0 100.< 1G4.2 112.% 113.7 125.2 n.a.
Export Price Index 28.4 111.2 100.0 86.2 105.€ 871.5 100.7 n.a.
FOREIGN INVESTMENT (mn: SDR) n.a. 60 12.0 (22.0) 36.0 (£.0) {15.0} 10.0
Table 2. FRenya: Selected Internal Indicators
1964 1980 19€4 198% 1985 1987 1988 1929
FER CAPITA INDICATORS
Populaticen (f000; midyr) G,444 16,653 19,536 20,21% 21,172 21,957 22,822 23,718
GDP/Cagita Index 68.3 100.4 100.0 100.3 162 4 123.2 124.4 1C5.4
Consumxption/Capita Index 103.9 121.0 1$7.0 93.4 108 .9 110.8 113.5% 114.4
Agriculture/Capita Index 95.4 101.8 100.0 99.6 100.4 100.4 101.1 101.1
PUBLIC SECTOR INDICATORS tpercent of GLF)
Revenues and Grants 13.3 23.% V.7 23.2 23.2 3.4 25.1 27.8
Expenditure/Ret Lending 17.8 W2 27.9 8.7 21.1 30.9% 28.7 32.1
Fiscal Balance -4.6 ~2.3 -4.° ~5.% -4.0 -7.1 -3.6 -4.3
Credit Grovth {percent growt::)
Puklic Sector 8.6 4.6 36.2 -2.1 n.a.
Private Sector 5.9 16.4 6.5 16.2 n.a.
{percent of total®
Pukiic Invesimpent r.a n.a L1 19.¢C 41.2 36.3 4..3 n.2.
II-19B



ITI. VAT OTHER CRGANTZATIONS ARE NOTNG TO ADPRESS CONSTRAINTS AND TAKE
AIVANTAGE OF OPFORTUNITIES

A. Overview

1. Other Donors

Kenya receives a large amount of externmal assistance, more than $900
million in 1989. Abast two-thirds of the GIK's 1989/90 develomert budget
is externally funded. Between 1985 and 1989, donor assistance has almost
tripled. FKenya has diversified its sources of aid. The United States,
once Kenya’s leading bilateral donor, was the fourth largest bilateral
donor in 1989, providing about nine percent of bilateral firxding. The
United States is the sixth largest donor overall, with about six percent of
total donor funding. Currently, Japan is the largest bilateral donor. The
wWorld Bank contimies to be the largest multilateral donor, acooanting for
about 25 percent of total aid flows. Other majar donors include the Asian
Develomment Bank, the Baropean Econamic Oommmity, France, Britain,
Dermmark, Germary and the Netheriands.

Table IT1I.1 summarizes major uses of donor assistance. In terms of
functional priorities, four areas — agriculture, transport and
cammnications, water supply and sanitation, and energy — contirme to
comand the highest amounts of assistance. Agriculture is clearly the lead
sector in donor assistance preferences (accaumnting for about 18 percert of
1989/90 aid flows). The United States, the World Bank, the Nordic
camtries, Germany, Italy, the United Kingdam, the EEC, the UNDP and IFAD
devote large shares of their assistance budgets to agriculture.

In comparison to other sectors, donors give fairly low priority to
education and training (3.4 percent of extermal resources in 1989/90). For
the Govermment of Kenya, however, education takes an extremely high level
(34 percent) of the recuorent budget for all ministries and consumes 24
percent of the total amount budgetted for all ministries.

There is growing doncr support for structural adjustment as an essential
elepent cf Kemva’s develooment. A substantial amoumt cf aid (31.7 percent
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in 1989/90 aid flows) is in the form of non-project assistance. Donors are
increasingly firancing policy-based reforms and essential imports ard are
providing badget sypport. There is a relatively large share of such
assistance in the programs of the World Bank, the United States, Japan, the
United Kingdar, Germany, tne Netherlards, the Noardic coumtries, the AfDB
ard the ADF.

2. Non-Goverrmertal Organizations/Private Voluntary Organizations

NGO programs are a major feature of develogmment efforts in Rerwa. With
about 400 registered arganizations, three-fourths of which are lccally
based, Kenya’s NGO sector is the most active in sub-Saharan Africa. NGOs
carry out large mumbers of activities at their awn initiative and implement
many additional activities with financial assistance fram the GOK and fram
danors.

A recent stixly financed by the Ford Foundation estimates that about $32
million in donor assistance funds to Kemya is chamnelled through NGOs.
Although this represents a little less than 3.6 percent of total aid flows,
such assistance has enormous irmpact because NGOs operate in most areas of
the country, play a disproportionately large role in the provision of
social services (particularly health and education services), amd usually
target the underserved — the rural poor, namads, wanen, and the un- or
unier-employed. Iypical sectors of NGC foding are cammity weter supply,
popclation/family plarning, micro-and small-scale enterprises, health and
education. Donor support for NGOs is likely to rise as the capacity of
local organizations increases. It is estimated that another $150 million
per year is charmelled to Kenyan NGOs through imtermational religious
organizations.

3. Goverrment of Kenya

The GOK’s 1983/90 investment progran is the equivalent of $922 million (see
Table TII.2). The Govermment camits the most resources from its
develoment budget to transport and communications (nearly 18.7 pervent),
acricalture (about 18 percemnt) and energy (1l percent). Planning amd
finance, educaticon and provision cf water supply are being accorded roughly
eqal erphasis, with each targetted to receive about 8§ percemt of the
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1565/56 develomment budget. Under its budget raticralization program, the
well as increasing norsage operating and maintenance budgets in such
sectors as education, bealth, rvads, water supply ard agriculture in order
to increase the productivity of public investments.

B. Activities of Other Donors, NGOs and the GX in Major Areas of

TUSAID Concentration

1. Decreasing Population Growth Rates

The United States, the World Bank, UNFPA, the United Kingdam and Sweden
devote a large share of their aid to activities designed to decrease
population growth rates. USAID is the major donor in this area, with both
the largest dollar amount and broadest scope of assistance. New
informaticn indicating that a demographic transition is well undervay is
expected to encourage even greater imterest in providing assistance. See
Amex E for a summary of other donors’ amrent and planned assistance in

1ocal NGOs play a major role in the delivery of health and family plamning
services in Kerya. It is estimated that 30 to 40 percent of rural health
services are delivered through the network of hospitals and health centers
which camprise the (hristian Healtn Association of Kenya and Kenya Catnoiic
Secretariat. Complementing these programs are clinic-based services
provided by the Family Planning Association of Kenya ard the health
facilities operated by many camercial enterprises. USAID is supporting
most of these activities with direct bilateral furding and through U.S.
cooperating agencies such as the Association for Voluntary Surgical

Contraception, Family Plamning Internaticnal Assistance, and the Pathfinder
Rad.

Kenya has an official policy, reflected in a 1984 Session2l Paper, to
reduce the rate of population growth. Political comitment, emnating from
poth the President and senicr govermment officials, is considerable. The
President is nowledgeable about and openly supportive of efforts to reduce
rapid popuiation growth through voluntary family planning. Kemva’s
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national politicai party, FANU, has inciuded family plamuing in its neuly
re—issued manifesto. Frequent references to the importance of family
planning are seen in the popular press.

A National Council for Population and Develamment was established in 1982
and given responsibility for policy and strateqy formlation. It is
charged with coordinating all population activities and donor assistance
for population in Kenya and with mcnitoring the implemectation of such
programs. Instead of directly implementing programs, NCPD serves as an
intermediary through which funds flow to implementing arganizations, in
most cases NGOs. Virtually all of the fimding coordinatad aad ranaged by
the NCPD cames from donors. The GOK now finances most of the operatiaml
costs associated with the NCPD secretariat.

In addition to the NCPD, the primary vehicle for implementing the natiomal
family plamning program is the Ministry of Health. Through the Ministry‘s
extensive network of health facilities, a full range of family plamning
services is offered. The 1989 Demographic and Health Survey showed that
more than 60 percent of current family plamning users were served through
the MOH systan. Because family plamning services are thoroughly integrated
into the MOH system, the MOH contribution has, and will contine to be,
largely in the form of salaries paid to health workers, pnysical
facilities, and minimal levels of equiprent and supplies needed to support
the program. Most of the direct costs (such as those for training amnd
contraceptive supplies), are financed by donors.

2. Increasing Agricultural Production end Farmer Incomes

All bilateral and multilateral donors in Kenya are involved in the
agriculture and/or natural resocurce management sectors. An increasing
amoant of donor aid to the sector is in the form of nonproject
assistance. The multilateral banks, the United States, Japan and Buropean
donors are involved with policy-based programs ard the provision of
essential agricultural inmpats. This form of assistance has strong support
from the GOX.  The world Bank, with probable co-firancing from Japan, the
Ketherlands and Germany, is carrently designing 2 second structural
adiusthent coeration focused on pricing and marketing reforms axd on budget
III-%
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rationalization within the sector. Eleven donors, including USAID, the
World Bank, EEC and OJ& are invelved in a well-coordinated program of

support to agricultural research through the Kenva Agriculture Research
Institute (KARI}.

KGOs are very active in the sector, particularly in the areas of natural
resource management and community-based sustainable agricultural
development systems. The rapicly expanding area of wildlife management --
a particular focus of NGOs —— is now attracting increased attention from

the Werld Bank, USAID, the EEC, Japan and Germany.

The GOK strategy for agriculture is wide-ranging, including agricultural
educaticn, research and ertension, provision of inputs, crop and livestock
improvement, market development and many other activities. The overall
thrust of this strategy remains the intensification of production on high
to medium potential lands, althougn the strategy in recent years has been
brcadened, giving increased emphasis to arid and semi-arid lands (ASAL).
This new emphasis responds to the need to bring more land under preduction
ant thereby provide opportunities for Kenya’s expanding populatisn. IFAD
anc UNDPF have taken the lead role in this area, with cther bilateral donors
supporting the program in specific geographic areas of the country. Given
the relatively limited ac-eage that can be put intc production through this
expanded emphasis, the areatest opportunity teo increase productivity will
remain in the high pctential areas which are the focus of the TSAID
strategy. Through continued SuppcIt tc KARI, university education, and the

Inteznational Council for Research in Agroforestry, USAID also contributes

to the ASAL strategy.

2. Premoting Private Enterprise

Othar doneors, NGOs and the GOK are placing increasing attention on private
enterprise as a kery growth sectcr. USAID has emerged as a clear leader and

innovatecr, and the USAID program is consistently cited as a model. Other

principal doncrs in this azea are the World Bank, IMF, T, ILO, UNIDC,
Germany, Norwar ani the Netherlands. The United Kingdom, Swece:n, Canada,
Balz.um, Denmarl and the EBurcpean Community are taking sters to bezome mors
rnwoliTed Zenerally, 4he moltilateralis have beern invclved in marroecconomic
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and institutional reform efforts. The bilateral agencies have focused on

credit and training for micro- and small enterprises, as well as support to
parastatals working with the informal sector and in small enterprise
promotion. Among the bilateral donors, attention to women’s enterprise

issues has been particularly strong.

Most NGO/PVO efforts are directed at income generating activities, and
training and credit for micro- and small enterprises. The USAID-supported
Kenya Rural Enterprise Program is increasingly recognized as the
pre-eminent KGO providing technical assistance, training, loans and grants

to community-based enterprises and other NGOs.

The importance of private enterprise, and the need to encourage it, figures
prominently in GOK pronouncements at the highest levels. Among its efforts
in this sectecr in the past year, the GOK has restructured its Imrestment
Fromction Centre, created a Capital Markets Authority, established an EP:
Steering Committee, and sei up a cabinet subcommittee to expedite

investment approvals. Also, the informal, or "jua kali,™ sector is gaining

in importance and is expected to figure prominently in government actions

during the next five years.
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Table ITI.2: GOK Develoment Budget by Ministry (1989/90)

In U.S. million dollars

Transport and Commmications

(including roadsS).cvececeaseans 172.9

Agriculture, Livestock,
Supplies and Marketing............ 109.4
BNEYTY . ccecercosscrsacasscacananns 101.4
Planning and Finance........ 76.9
Education and Training............ 76.5
Water Supply...ccecesee teesesnscsas 75.3
Office of the President........... 48.7
Iocal Govermment. . .vensescraccnaan 48.1
HBealth...ccoverossnrcccsoscnnnsaans 46.7
Others........ erscettcranccnaan vese 31.6
Deferxe........ tassessasaaneensan 31.5
Research, Science and Technology. . 30.7
Ervirament and Natiral Resources. 25.0
lands and HOuSing....eeveecvecanen 18.9
Regional Development......ceeen... 12.9
Industry and Comnerce. ...covveesns 7.4
Cocgperatives......... sevesvaa coann 5.9
Tourism and Wildlife.............. 2.5
Total...ooeeees 922.3

*Percentage given on page III-3 for agriculture
includes these elements as well.
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As percent of total

18.7

11.9+

11.0
8.3
8.3
8.2
5.3
5.2
5.1
3.4
3.4
3.3%
2.7%
2.1
1.4
0.8
0.6%

0.3

100.0
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Iv. USAID’S ROLE AND EXPERIENCE IN ADDRESSING THESE CONSTRAINTS AND
OPPORTINITIES

During the past decade, USAID has played a major role — alaong with other
donors, NGOs/PVW0s and the Goverrment of Kenya — in assisting Fenya to
overcame two of the three major constraints described in Section II.

Rmaway popualation growth over the past decade brought with it the necessity
of prodixcing an ever greater amount of food an land being rapidly divided and
subdivided as generations grew to adulthood. Efforts to increase and improve
agriculttral productivity, social services, and incames or to build a solid
base for econamic growth were severely hampered or negated by the relentless
anslaught of population growth. Thus, the need tc decrease the rate of
pclation growth ard increase agricultural productivity have long been
identifiad as Kenya’s most urgent needs. The GOK and assistance agencies were
convinced years ago that sustainable econcmic growth in Kenya was impossible
unless significant progress could be made in meeting those needs. No ane
believed that the problems could be overcame through short-term solutions.
And they were right. long-term solutions were and contime to be required.
USAID plans to cantinue to work toward ‘hose solutions.

During the past five years, USAID has also played an important role in
assisting Kenya in efforts to increase the role of private emterprise in
natioral econamic growth and development.

Cantinuity of assistance has proved to be an extremely valuable factor in
USAID's development effectiveness in Kenya. It has meant that the Mission has
been contacted and consulted contimaally on the full ramge of issues within
the three strategic are-s of assistance, even when USATD fuxding for a given
topic is minimal. USAID ha. therefore had mich greater influence and impact
than might otherwise have been T"'e case. Access to decisiammakers through
activities in the three priority arec. . has also given USAID a strong voice in
influencing macroeconamic policies.

A description cof USAID’s interventions in its three stategic cbjective areas

over the vears could easily fill several volumes this size. For the purposes
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of this doament, however, the segmernts that follow are brief. Additional
information is readily available upon reqguest.

A. To Reduce Population Growth

USAID is the major bilateral donor to the mational family planning program in
Ferya. The main foous of this support is on expanding and improving family
plamning services throughout the coaumntry.

Under the $46.2 million Family Planning Services and Suppart Pruject,
financing is provided for in-service training of key health providers;
establishment of volunmtary surgical comtraception (VSC) services;
contraceptive supplies (IUDs, condams, and vaginal foaming tablets); and
logistics, commmity-based family plamning services, and information,
educatiaon and cammmication (IEC). In FY 1988, the pruject was amended to
include support to the national immmization and diarrheal disease cantrol
pregrans of the Ministry of Health. Augmenting this effort, USAID is
financing the Family Planning Frivate Sector Project ($8.4 million) and a
cazmnity-based health and family planning activity through the Christian
Organizations Research Advisory Trust (CORAT), a local NGO. Under the FPPS
Project, USAID has furded the establishmer* and strengthening of family
planning services in commercial firms, mission hospitals, and teacher colleges.

Several A.I.D. centrally-funded cooperating agencies and contractors are
intimately imvolved in the implementation of the program. These include the
Asscciation for Voluntary Surgical Contraception (AVSC), The Patnfinder Fund,
Family Health International, The Population Oamncil, JHPIEGO, Management
Sciences for Health, amd John Snow, Inc. In each case, a cambination of
centrai and bilateral fumding is being used to implement prograr activities.
USATD also receives centrally-funded support fram Family Planning
International Assistance to strengthen/expand family plaming services and
fram METEX to assist with the design and implementation of pre-service
training curricula for key health workers.

Under the $15 million Health Care Tinencing Program, USAID supports goverrmenst
e;;,“,.a.q t L]

..... o cererate additional revenue fcr preventive and primany healtlh care,

pcth throug: user fees and realloczticon within existing budgets.
:.—'\"‘2
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B. To Increase Xricultural Productivity

Over the years USAID has been involved in many aspects of efforts to help

Fenya increase agricultural productivity. There have been a number of major
accamplishments, but mch remains to be dane.

USATD has had a relationship with Bgerton Dniversity, Kenya’s foremost
agricultural university, an and off since the 1960‘s through a variety of
technical assistance, participant training, and construction activities. The
arrent project, Institutional Development. for Agricultural Training,
aphasizes arriculum develoment, staff training, and administrative
management. A new activity during the CUSS period will assist Bgerton to
develop as a center of excellence, comtributing to increased agricultiral
productivity. A fully integrated research, teaching and extension program
will be developed; linkages with Kenyan and intermat’onal research
organizations will be strengthened; and a stronger partnership will be
developed between Egerton and Kenya’s private sector.

USAID has maintained a leadership role in the provision of fertilizer am the
liberalization of fertilizer markets since 1984. A 1989 evaluation concluded
that the availability, timeliness, and awareness of benefits of fertilizer use
had significantly increased. The percentage of farmers purchasing fertilizer
from private distributors has increased fram 15 percent in 1984 to S3 percemt
by 1989. The other major donors in fe-tilizer (particularly IBRD and the
Nordic caurrtries) have adjusted their strategies and directly support USAID
initiatives in this area. In late 198%, Kenya announced the total decontrol
of fertilizer pricing, an important step but one which must be camplemented by
increased transparency of foreign exchange licensing prooedures.

In coordination with 10 other donor agencies, USAID has supported the Kenya
Agricultural Research Institute for the past few years, focusing on management
ard plamning systems and on developing linkages with cther reseaxch
organizations. KARI has made tremerdous progress in the past year in
developing instititional systems and parforming research activities, including
the release of three new maize varieties.



Grain marketing reform has been a major focus of attention during the 1980‘s
by the GOK with assistance from the EEC, TBRD and more recently USAID. The
strategy of the EEC and IERD efforts has been to develop a lower cost
marketing system relying increasingly an the private sector within a mational
(NCPB). Initial efforts have concemtrated an efficiency improvements by
NCPB. USAID ard the GOK are presently negotiating a major cereals reform
program for an early 1990 start which will focus on the informal marketing of
cereals, while complementing continued efforts to improve NCPB’s role in
managing a strategic grain reserves and price stabilization role. In
addition, USAID has supported the Gn-Farm Grain Storage project for the past
six years which has developed, and demonstrated the econowmic advantages of
adopting, new simple, low-cost tecmologies for storing grain an the farm
rather than selling it at unfavorable prices to the NCPB.

Kenya’s agricultural strategy, as detailed in Sessiomal Paper No.l of 1986,
gives praminence to increasing the rule of the private sector in serving the
agricultural sector. Progress has been slow in this area. USATD is the only
donor that is prowiding support for strengthening management and operational
efficiency of agribusiness firms. Within the past year, 24 firms have
received direct support.

In additional efforts to work with and support the private sector in the
agricuitural field, KARI arxd Egerton (with encouragement from USATD) are
beginning to carry out cantract research ard cost-sharing with private fires,
For example, KARI is negotiating with a private U.S. seed company for joint
research efforts on new maize varieties in Kenya. KARYI’s develcpment of high
yielding horticultaral crops, particularly french beans, was an important
factor in rapidly increasing exports of the commodity to Buropean markets.

C. To increase Private Enterprise Develomment

For several years USAID Kenya has been implementing a wide-ranging private
enterprise development strategy. This strateqgy oonsists of 20 distinct
activities wder five projects and accounts for over $100 million in USAID
fonding. It is one of the most avbitious private enterprise strategies yet
irgiemented £y A.I.D. in Africa and includes sicnificant efforts in the areas
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of finance and equity market development, technical assistance, and training
for management and policy reform.

Since 1983 the USAID progrem has provided credit to all levels of the private
sector — small lcans for informal and micro/=mall enterprises, medium term
credit for rural enterprises, ard loans to match equity irvestments. The

program has fostered managerial and entreprenaurial development and has
introduced new technology.

(n the policy front, USAID has enabled key Kerwan institutions to conduct
colleagues and the GOK in dialogue on pol icy chamges and new policy
implementation. In 1989 the Mission conducted a program evaluation of all
private enterprise projects and activities to date — owver $111 million in
furding — which was the largest evaluation of private emterprise activities
conducted by any USAID Mission. The results of the evaluation were used in a
caprehensive sector assesspent and strategy revision exercise using an
Agencywide instrument, the Marmual for Action in the Private Sectcr-.

This first phase of USAID's private emterprise program activity has been
referred to as a “targets of cpportunity” approach. It is actually a aaplex
set of imterventions that are designed to test and demonstrate a variety of
new, previocusly untried approaches in Kenya, amd it is in variocus stages of
implemertation. For example, two credit programs can show the variation in
the timing of interventions: one, Rural Private Enterprise, is completing its
sixth year; ancther, Kenya Equity Management, is just making its first
investments. Two other programs illustrete the use of a single implementing
agency in multiple elements of the portfolio: the Kenya Association of
Manufacturers implements both policy studies and a series of training
seminars, while the Informal Sector (Jua Kali) loan Program implementts both
credit arnd training programs. Same of the implementing agencies in all three
elements are alsc targets of institutional development activities.

Moving intc the 1990s, a new USAID program, Accelerated Investmet and Market
Support, will be developed to increase the rate and econamic impact of private

IrvesThent L Kemva.
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D. Additional Areas of Support

1. Training

Throagh training, USATD ensures that Kenya has the technical, sanagerial, and
leadership capacity to guide and implement national development, perticularly
through programs that support USATD’s strategic dbjectives in agriculture,
population and private sector development. Women represented 40 percvent, and
private sector participamts, 45 percvent, of all Kenyans supported by the
Training for Development Project in 1989. Appraximately $4,000,000 is spent
each year for all training in the U.S., Kernya, and third coauntries.

Four thousand Kenyans, including many of Kerya’s curent leaders, have been
trained in the United States since the 1950‘s, begimning with the
Kennedy-Mboya airlift. Taking advantage of U.S. historical experience and

camparative advantage, ard of the importance of U.S. training for transferring

technology and leadership skills, USAID is working to identify and train
Kenya’s future leaders in all fields. This focus an leadership, along with
the emphasis on woamen, the private sector, and swgwort for strategic
cbjectives;, will contimue during the <DSS pericd.

2. Sumport to Nos—Govermmental Organizations/Private Voluntary
Organizations

USATD supports NGOs/PVOs in the full range of the Mission’s activities,
particuiarly in the population, private enterprise, and biodiversity
programs. In addition to delivering services under USAID projects, NGOs
present opportimities for flexibility and experimentation with new ideas and
approaches .o development that help keep USAID’s assistance amrrent and
resporsive. Annual USAID support to NGOs/PVOs amaumts to about $6.4 million.

3. AIDS

A.I.D. is a major donor to the National ATDS Contrel Control Proxpramme, both
through the WHO Glabal Programae on AIDS, AIDSTEXH, ard the Africa Buresu’s
HIV/ZIDS Prevantion in Africa (KHAPA) Project. Through these three mechaniss,
USATD has provided broad program suppert in the area of IRC and surveillance,
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inproved diagnostics, and coommnity-based education, counselling, ard condmn

4. Housing and Urban Development

The Regional Housing and Urban Develgpment Office for East and Southern Africa
(RHUDO/ESA) has been active in Renya sinoe 1972, Its programs have evolved
Emphasis has shifted fram financing shelter provided by goverrment agencies to
working with private developers, financial institutions and the inforsal
sector. In collaboration with USAID, RINDO/ESA has substantially increased
its attention to policy dialogue, training and institution uilding in support
of its capital assistance. Efforts have broadened from shelter anc serx.ice
provision to concerns with urban development, especially in the ocontext of
develcping agricultural market towns.

Three Housing Guaranty (HG) projects with an aggregate value of nearly $30
million have been implemented by the Nairabi City Commission. Another $30
million in authorized HG financing is cxrrently available under the Private
Sector Project ard the associated Cooperative Housing Project, which will
support privately produced and financed low-cost shelter in cities and towns
thraxghout the coantry.

Outside Rairobi, RHUDO/ESA’s Secondary Cities HG program financed low—cost
shelter in 11 towns, and the more recent Small Towns Shelter and Commmity
Develoment Project has financed shelter and urban infrastructuare in 26 small
towns. These projects have provided $20 million in capital assistance. The
related technical assistance and training has focused on improving local
goverrment manhagement and operations.



V. PROBOSED QUUNTRY DEVEIOPMENT ASSTISTANCE STRATEGY

USATD's strategy concentrates assistance in three key areas which are vital to
the nation’s development, where there is a demonstrated development need not
being adequately addressed through other resources, and where U.S. assistance
is believed to be able to make a significant difference. USAID also proposes
to provide small amournts of assistance to a few selected target areas or
organizations which have strong potential for positive de.clopment impact, are
expected to be able to bdenefit significantly from limited support, are key
factors in Kenya’s long-term development, and/or address special Congressional

CONCerns.

A. Goal and Subgoals

USATD/Kenya’s goal for assistance in the FY 1990-95 period is to pramcte
sustained and broad-based econamic growth. In USAID’s view and in the opinion
of mumerous assessments camiussianed or reviewed in developing this document,
Kenya clearly has the potential to achieve this goal. Success will depenxd on
how well the GOK keeps its structural adjustment program on track, how
effectively refcrms are made and programs implemented to address issues and
constraints discussed in Sections I and II, and how quickly the damestic and
foreign private sectors respard to the improved investment climate the GOK
intends to foster. Another major determinant of success or failure in meeting
the goal will be the extent to which a recent declines in population growth
can be accelerated. Accordingly, USAID proposes to focus assistance efforts
an abjectives within two subgoals which are the most critical componests for
sustained and broad-based econamic growth in Kenya. Those subgoals are:

— reduce fertility and population growth; and
-- increase production, employment, inoame, and foreign exchange
earmnings.

Without significant progress toward the achievement of these two
subgoals, achievement of the overarching goal would be impossible.
Corversely, the siibgoals ooCupy such z2n irportant position at the heart of
Kemran cevelopment that substantial successes in these areas are expected to
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have a positive izpact on goal achievenmert even if some other key elemerts of
the nation’s development program are less than suooessful.

B. Strategic Gbjectives

‘The most direct, most cost-effective, and surest way of reducing fertility and
popalation growth is to increase comtraceptive prevalence. This linkage is
clear in development literatire and in the experience cf Xerwa and other
cauttries waking progress toward the same adbjective. while there are many
other factors which affect fertility and population growth to same degree,
USAID has no doubt that concemtrating financial assistance anmd experience on
the abiective.

Strategic dbjectives that could be pursued to increase private production,
employment, income, and foreign exchange earnings are broader and generally
less demonstrably linked to the sub-goal by develomment literature and
A.I.D.’s experiences in other developing countries. Over the past several
years, partially in preparation for ."is (DSS, the Mission carried aut a
series of stidies to assist in defining the most appropriate strategic
chjectives, given Xenya’s development experience ard potential, to meet this
subxcal .

Althaugh their purposes, analytical bases and wethodologies differ greatly,
there is a common core of recommendations, which are supported by USATD staff
perceptions and experiences in Kenya and elsewhere and by development
abjectives of the Goverrment of Kenya. They have led to the conclusion that:
(1) increasing agricaultimal productivity and farm incomes is critical for
national development and for the majority of Reryans who depend on faming for
all or part of their livelihood and (2) increasing the productivity of private
investment is essential to movirng Kemya to a higher level of econamic growth
and development.

Therefore, three strategic cbjectives are proposed as the foudation of the
USAID/Kemva procrar. They are tco:



-~ increase contraceptive prevalence,

— increase agricultural productivity and farm inoomes, and

— increase the level and productivity of private irvestment.
I&rﬂageshehemﬂnobjectivesmedﬂatatmpoinbs,aﬂm
toward (or backsliding from) one dbjective is likely to lead to progress (or
detericration) in the others. For example, an increase in contraocsptive
prevalence That leads to a reduction in fertility, amd hence a reduction in
the population growth rate, would have a major positive effect on the
amployment situation and on incame levels and would enhance the positive
effects of increases in agricultural and industrial productivity.
Altematively, low contraceptive use ard resulting higher fertility rates
would be expected to severely limit or milify increases in food production,
lead to lower per capita incomes, and greatly decrease the effects of any
improverents in private investment or industrial productivity.

1. QObjective: Increase Cotyaceptive Prevalence

USATID’s long-term goal is to assist Kenya in reducing its very high rate of
population growth. Specifically, USAID supports the GOR’s effort to reduce
the rate of population growth from 3.8 percent in 1989 to 2.8 percent Ly the
year 2000. By the end of the (DSS period in 1995, the rate is expected to
have decteased to no mcre than 3.2 percent. To reach this goal, USAID plans
to focus on increasing contraceptive use in Kenya through contimation and
improvement of highly successful, camprehensive family plamning activities.
Assistance will help to increase the mmber of service delivery points, both
for clinical ard non-clinical services, and inmprove the quality of care
delivered at these sites.

Through increased access to quality services, USAID expects contraceptive use
among married couples of reproductive age to increase from the current level
of 27 percent to 35 pervent by the end of 1995. Use of the most effective
methods of contraception by that group is expected to increase from 18 percent
to 24 percvent during the same period.

On the pasis of data colilected throush the USAID-finded 1682 Denocgraphic and

V-3



Health Survey, it is clear that substantial regiomal variation in
contraceptive use levels exists, ranging from 40 percent of married women of
reproductive age in Centyal and Eastern Provinces to less than 20 percent in
Qoast Province and less than 15 percent in Nyanza and Western Provinces. A
variety of factors — cultural beliefs and practices, wmen’s status,
educatiomal levels, and others — oontribute to these lower rates. In
addition, the relative weakness of family plamning services and relatively
high infant/young child mortality rates in those areas are alsco important
factors. A refinement of the USAID dbjective of increasing contraceptive use
nationally, therefore, will be to focus increased attention, both for family
planning and child survival, an these low prevalence areas. Specifically,
Province and 22 percent in Nyanza and Westexrn Provinces by the end of 1995.

Ultimately, the success of health and family plamning service programs in
Kenya will deperd on the ability of the GOK and NGOs to finance them, but more
funds need to be generated and allccated to preventive/primary care befare
this can happen. TISATD ic 2geieting the OOK with the implementation of policy
and program changes designed to institute a cust-sharing program for health
services ard to encourage increased efficiency in the health sector (see
Section V.C.1).

a. Target: Improve the Availability of Family Planmning Services

The timely availability cf adequate supplies of all comtraceptive methods is
critical to the achievement of plamned improvements in service delivery and
increases in contraceptive use. USAID has provided technical and financial
assistance to the Ministry of Health, and more recently to NGOs, to improve
plaming, procurement, and distribution of contraceptives. A system for
monitoring supplies is central to this effort, and such a sys“sm has been
designed and instituted in 22 of Renya’s 42 districts. In close collaboration
with the World Bank and SIDA, USAID will continwe to expand and improve
contraceptive logistics and supply systems throughout the CDSS period.

Irproving clinic-based servicas will be an irportant means of attaining the
target. Descite recent gains, large mrbers of public and private health
facilitiee 8o not routinely cffer farily rlanning services. The primary
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constraints are lack of trained staff and lack of equipment and supplies
needed to suppart those whic have been trained. To adkiress these yroblems,
USATD will accelerate in-service training of key family plamning service
providers; expand the mmber of private sector service delivery points,
foarsing on strengthening and/or introducing family plamning in existing
health facilities; and contime the expansion of voluntary sargical
ocontraceptive (VSC) services in both the public and private sectors.

A significant portion of Kenya’s rural population does not have ready access
to a health facility. For that reason, it is essential that clinic-based
services be supplementad with camamity-based information and services. USAID
is now providing and propoces tc contimue to provide technical and finarcial
support to enable several indigencus NGOs to introduce and/or expard
cammity-based heaith and family planning services. While both large and
small NGOs are encouraged, the strategy is to focus on those 1G0s that
represent (at least potentially) large service delivery retworks. These
include the Family Plaming Association of Fernya; the (hristian Health
Association of Renya; the Christian Organizations Research Advisory Trust; and
Maendejeo ya Wanawake, the national wamen’s organization.

USAID will also contimue to encourage increases in the mmwers of private
sector family plamning service delivery points in order to expand coverage to
the largest muber of potential contraceptive users and to reduce the burden
on public facilities. In addition, supporting re-ail sales c¢f contraceptives
is an important means of improving access to services, particalarly in urbar
and semi-urban areas. Oontraceptives need to be readily available at
affordable prices through retail autlets. Though this has been a key element
of USATD's strategy for several years, USAID has not been able to pursue this
initiative under the aegis of an official GOK instituticr. USAID has been
advised, however, that such an activity may be undertaken as a purely private
sector initiative, using resources outside the bilateral project. USATD
intends to work with local private entreprenanrs to huild o~ modest efforts
undertaken to date to make condoms, ard eventually oara’ camtraceptives,
available throogh retail autlets at reacsonable prices.



Bencimaxks

By the end of FY 1993

— Couple years of protection (CYP) associated with commmity-based services
(CBS) increases by at least 15 percent over 1990 levels.

— Pero=ntage of population with access to (8S increases by at least 15
nercent over 1990 levels.

— JToprowvad lcgistics system is operational in all 42 districts (22
operational now), and at least 12 months supply of comtraceptives is in
Kemya at all times.

— CYP associated with MOH clinic-based services increases by 15 percent

over 1930 levels.

The mumber of retail catlets selling contraceptives at subsidized prices

ircreases from 150 to 400, ard sales volume incresses fram 700,000 to

2,000,000 condans per year.

By the and of FY 1995

— CYP associa‘ed with camamity-based services increases by at least 25
percent between 1990 and 1995. -

-— Perventage of poptalation with access to CBS increases by at least 25

percent over 1990 levels.

Pareentage of MOH facilities routinely offering family plarring services

increases from 50 DJercvent to 80 percent.

The number of private sector (to include private practitioners trained

through the Kenya Medical Asscciation) service delivery points rortinad-

offering family planning services increases fram 150 to 200.

The murber of sites delivering Voluntary Surgical Contraception

(minilaparotamy) services increases from 52 to 100.

b. Target: increase Demand for Jontraceptive Services

There is substantial urmmet demand for family plamning services in Kemva.

Thersfcre, USAID does not plan to raks large irvestments to further stimilate



demand It will werk to influence demand directly through the provision of
inforpation on contraceptive methods and indirectly through afforts to further
reduce infant and young child mortality. It bas been well doomented in Kenya
that providers and clients are often poorly informed about comtraceptive
methods and about where family plamning services can be cbtained. USAID will
intensify efforts both with the Ministry of Health and NGOs to ensure that
caplete and acarate information is available an all cantraceptive methods
offered by the program. USAID recognizes the important impact of female
education on contraceptive use and on fercility. Other donors, parxticularly
the World Baik, provide large amoaunts of support to educat.omal assistance;
USATID may help in same small way, such as funding stiies of female education
in Kenya, with particular emphasis on the impact of education on fertility.

Inproving child health and reducing infant ard child mortality is important to
¥enya for humanitarian and econcmic reasons. It is also besieved to be an
important factor influencing cdemand for family plamning services. Deta from
the KNS show much lower rates of contraceptive use where infant and young
child mortality remain high. USAID plans to continue support for- immmization
and Oral Rehydration Therapy (ORT) programs over the next few years, giving
special attention to these high mortality areas. USAID is reluctamt to
propose a mortality benchmark given the lack of reliable Jata to serve as a
baseline. It is proposed, therelore, that no benchmark for infant a~d child
mortality be established until the 1989 Census data are zvailable.

senchmarks

By the end of FY 1993

—

proportion of wamnen citing lack of knowledge of contracertive methods as
a constraint to contraceptive use decreased fram 23 percent tc 15 percventc.

By the erd of FY 1995

proportion of women citing lack of knowledge of cortra—cptive methods as
a constraints to contraceptive use decreases from 22 to 10 percent.
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Froportion of wopen Xnowing shere IUD ard female sterilization services

can be adbtained increases from 60 and 66 percent, respectjvely, to 85 and
90, respectively.

2. Objective: Increase Agricultiral Productivity and Farm Incmes

With its substantial contribution to gross dmmestic product, expor: earnings
and employment, the agricultural sector ocapies a central place in Kenya’s
econamy.  Analysis of the econamy shows that growth targets for the econcmy as
a whole are uncbtainable without rapid growth ir the agrisultural sector.
Significant improvements in the performance of the sector will increase
incames apd improve the quality of life for a large majority of the populatian.

USAID's agricultural sector strategy focuses on increasing smallholder
productivity in the high potential areas. Research has indicated that it is
in these areas that policy reforms, improved marketing systems, and
imvestments in infrastructure, research, ané hmman rescurce develcpment will
have the greatest impact. Erphasis on smallhalders is appropriate.
Approximately 70 percent of current output is produced by small farmes. Also,
large farms are already achieving high yields for major cammodities and
analysis shows that during the next decade a prujected 85 percent of increased
production will came from the smallholder sector. The majority cf
smallhoiders aze wonen.

Despite relatively high rates of agricultinal growth in recemt years
(estimated at 4.2 percent for the past five years), future growth in the
sector is constrained by a shortage of arable land, high population growth
rates, inefficient damestic agricultural markets, unstable intermational
markets for Kemya’s agricultwral exports, and a pulicy/institutioml
erviromment vhich requires considerable adjustment and development. During
the SS period, USAID plans to devote significant amounts of financial and

persamel resaurces throughout the program to efforts to relieve same of these
constraints.

A contiming erphasis on productivity increases for hasic food crains is
essential to meet GOE food secarity obiectives. Significant vield increases
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by smellhpnlders in the near tern (for maize, 1.5 metric tons per hectare to
3.3 metric tons per hectare) will allow food security targets to be met and
will allow smallholders to use at least same of their land for high—value
conodities. Increases in market efficiency and the availability of improved
technology over the langer term will facilitate the shift to high-value
camodities.Several development themes will be important in carrying out
activities under this dbjective. Encouraging greater private sector
involvement in both input and output marketing and in development of
agribusinesses is a key element of several plamned interventions under both
this strategic dbjective and the cbjective described in V.B.3. The important
role women play in managing famns and in making agricultural decisions will be
encouraged and supported in all USAID program interventions.

Ancther recurrent theme is the recognition that sustainable econamic
development deperds on preservation of the country’s natural resaurrce base.
Natural resources issues will be addressed through agricultural research,
university education, and support to goverrment and PVO/NGO ernviromental
activities. Wildlife protection and management is scheduled to receive
special attemtion (See Section V.C.2).

a. Target: Improve Agricultural Market Efficiency

The lack of a well-developed rarketing system which stimilates a high level of
private sector participation has been identified as a furdamental constraint
to increasing agricultural productivity and inocomes in Kenya. Daring the
first few years of the (DSS period, USAID, in collabaration with other donors,
will contime to encairage the comercial importation and distribution of
fertilizer. Shifting this important input fram GOK control to private sector
rarketing is expected both to improve the fertilizer program and to strengthen
GOK confidence in the ability of private firms to provide critical inputs to
sm2ll and lavge farmers in a cost-effective mamner. This will be a major
cartribution to the target of improving market efficiency.

Throughout the (DSS period, USAID will assist the GOK to improve its marketinc

pclicies and to develop the capacity tc analyze and predict the irpact of

those policies. The raize rarket will be the foous of marketing umprovenents,
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it 3 longer-term goal of developing a ratiamalized marketing systex for all
camodities. Such a system would promote efficient allocation of investment
by farmers and traders based on clear market signals amd the xinciples of
the elimination of cammodity movement controls in the maize market during the
next few years. Ooncentyating initial! marketing development efforts on maize,
the central cammcdity in the marketing system, is expected to increase GOK
Since the vast majority of Kenyan farmers produce aaize both for consmption
and sale, the ecarmic and policy signals emanating from the maize marketing
system can have a mjor effect an farmer incomes and affect the decisions of
producers and private tyaders in other comodity systems as well.

Improvements in maize marketing should also facilitate a shift toward
higher-incame crops by clarifying market signals and fostering the
establishment of a reliable and low-cost distribution system which would make
Mize more readily available for sale in many parts of the country. Some of
the Kenyan farmers who produce maize (and nearly all of the smallholders do)
could increase their net farm incomes by producing other higher-value crops
(either in cambination with or instead of maize) in line with their matural
camparative production advantages.

During the next few years, the Regional Housing and Urban Develoment Office
proposes to initiate a market town development program which would be
caplementary to and highly supportive of USAID market interventions. The
efficier: functioning of agricultural market towns is an importamt element in
the econamic development of Kenya and in the improved operation of the market
system. Market towns provide inputs and services to the farmers in the
surrourding area; they are markets for and processors of agricultural
camodities; and they provide off-farm employment. Several recent stulies
have confirmed the interdependence of the narel and urban econmmic systems in
Kenya ard have clearly demnstrated the direct relationship between stable
sources of non~-farm household incame ard increases in agricultiral investment
and productivity. Economic rates of return of 14 pervent to 17 percent per
arma attributable to rarket infrastructure were fooxd in one Kenvan market

towm.
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As another element in improving market efficiency and in achieving private
enterprise targets described in Section V.B.3 below, USATD plans to encourage
assistance to agribusiness firms which provide input, marketing and processing
services to producers; supporting organizatiors and individuals sho work to
improve regulations and procedixes; and offering credit to give selected firss
needed capital to further develop their businesses and expand into new
markets. As the investment ewirament improves, these firss are expectad to

epand their operations and play an increasingly important role in Kemya’s
econcmic development.

Benchmarks

By the end of FY 1993

Reduce marketing costs for maize and beans by 15 percvent.

Increase smallholder farm gate prices for maize and beans by 10 percent.
reflecting increased arbitrage activity.

Increase private sector share of cammercial fertilizer jmports from 10
percent to 35 percent.

By end of FY 1995

Recace marketing costs for maize and beans by 30 percent.

Increase smallholder farm gate prices for maize and beans by 20 percvent.
Further reduce regional and seasonal maize pre-milling price variations,
reflecting further increases in arbitrage activity.

Increase private sector share of fertilizer imports from 10 pervent to 60
percent

b. Target: Accelerate Development and Transfer of loproved
Technologies

Development and transfer of improved technologies within a positive incentive
structure for producers 1s a critical facter for increasing productivity and
farmer incomes in Kenya. In the short run, increased input use ard improved ,
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husbandry practices can achieve production gains. 1In the longer term research
efforts must focus increased attention on developing and disseminating

technologies and sustainable farming systems appropriate to the resource

constraints of the majority of smallholdexs. The adoption of yield-increasing

technology must be accelerated to achieve significantly higher ierels of
output.

Several analyses and =valuations have concluded that the most critical element
in increasing yields is the availability and use of agricultural inputs,
particularly fertilizer. Although significant progress has been made and
important policy and systems reforms have taken place during the past few
years {in large measure because of USAID actions), there remains potential for
higher levels of fertilizer consumption resulting in increased productivity.
Mcore rarid dissemination of improved technologies combined with increased
efficiency in marketing systems is expected to address major constraints Lo
increased fertilizer use. For the next few years, USAID plans tc continue a

successful program which promotes the commercial importation, distribution and
use of fertilizer.

Improving the guality and efficiency of Kenya’s system of agricultural
research, technology development, and technology transfer is the central,
long-term strategy for this target area. In the CDSS period, USAID's
agricultural research activities will focus on strangthening research
management and coordination and supporting specific commodity research
pregrams.  Sustaining the current commodity focus on basic graina (maize,
sorghum/millet} can lead to major productivity gains, an important
contribution to facilitating the shift to higher value commodities -— the
loncer term objective. USAID will also be evalaating the potent.al for more
direct research assistance to high value food and non-food crops {(particularly
herticultural commodities) to complement the present research focus. Emphasis
will! be placed ¢ strengthening linkages between research institations and
agribusiness firms for the dissemination of new technologies. U3AID will
promote policy reforms and provide management assistance to enable private

businesses tc market improveZ products and inputs directly to farmers.

v, USRI will continue tC provide techrnical and financial resources

hgricuitural FResearch Institute (KARI);
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provide selected investments in training and applied research at Egerton
University; encourage technology transfer through both institutions; and
foster the linkages of both imstitutions to agribusinesses, to private

reseaxch organizations, and to international research organizations.

Support to Egerton University will focus on programs to improve “raining in
extension and applied research for three distinct groups: technicians who
will own or manage private agricultural or agro-indust.rial enterprises,
personnel who will ataff the research and extension services, and graduates of

Egerton who will assume high-level roles in agricultural research and policy
making.

The combination of the above activities will result in a more rapid
development and transfer of improved technolcogies and is expected to lead

directly to increased agricultural productivity and farmer incomes.
Benchmarks

Bv the end of FY 1993

Increase fertilizer use by small farwmers by 1% percent.

Increase ratic of operations and maintenance expenditures to salary
expenditures in KARI budget from 20:80 to 30:70.

Inzrease the rate of <eveloping technologicai packages for specific
agro-ecological conditions -- 10 by 1993.

-- Increase the rate cf release of new technolojical packages —-—- 4 by 1953.

- Increase food grain output per hectare by .0 percent for smaliholdexzs.

By the end of FY 1995

- Increase fertilizer use by small farmers by 25 percent.

- Increase ratic of operaticns and maintenance expenditures to salary

exzpenditures in KAR

2}

budget fzom 20:80 to 30:60.
Increase the rate of develcpino technolcagical packages for specif
acrc-ecological cenditions —— 13 by 19%%,

-- Increase the rate ¢f release ¢f new technrlcgical packages -— 7 by 1923

% srzin outpuat per hestare by ZT percen: for smallhoiders.



3. GObjective: Increase Ievel and Productivity of Private Investment

The greatest opportunity for achieving high levels of sustainahle econmic
growth and development in Kenya during the next five years is ticoxgh
increased production of a range of private sector goods and seavioces. This
increased prodaction can oniy be accooplished through increased and more
productive private investment, both foreign and dmestic. As explained in
Section II.B.3 ol this dooment, the level of domestic savings and irmestment
mobilization is high in Kenya. However, the prevailing izport substitution
trade regime, govenaent controls amd lack of incentives have adversely
affected the quality and magnitnde of both damestic and foreign investment.
As a result, a large proportion of investment is axrently directed to low
productivity and/or speculative activity, suct as state—-ouned erterprises and
lard amd real estate development. GDP growth rates in FKenya are therefore

icwer than rates achieved in other countries with the same overall level of

Increasing the level and productivity of private imvestment will resalt in
creater value added to the society at large over the meditm and lang terms,
sustained employment generation, higher productivity of capital and labor, and
increased foreign exchange earnings fram productive investments (e.g.,
agro-processing and mamufacturing). Creation of new jobs will allow more
Kenyans to contrilute to ard benefit from the growth taking place. To the
degree that private investment is focused on agrilusiness and rural
enterprise, the country’s largest economic sector and thus the majority of
Kenyan workers will be directly involved. In addition, planned improvements
in capital markets amd financial systems should better spread the advartages

of productive imvestment to segments of the society often excluded from the
benefits of econamic growth.

To measure performance in increasing the productivity of private investzent,
USAID will monitor decreases in the incremental capital-autput ratios for the
mamifacturing sector and for the econamy as a whole; increases in the ratio of
private fixed investment to total fiwed irvestment in the economy: and
increases in the ratio of gross damestic szvings (both public and private) to
gross damestic product. The Kenyan econcny has nearly exhausted the per
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capita growth potential inherent in the import-substitution, public sector-led
devericpment strategy it has pursued since Independence. Recognizing this
fact, USAID has played a key role in encouraging and implementing attitudinal,
cperational and legal changes with respect to the private sector. During the
CIES period, GSAID proposes to build on this foundation, concentrating
activities in areas determined by experience and recent extensive amalysis to
have the greatast impact on the achicvement of the Mission’s goals and
enterprise growth is an overarching theme of the strateqy and is a
prerequisite to achievement of all three of the specific target areas
describai below.

a. Target: Bxpand/Diversify Exports and Foreign Privete
Investment

With a limited damestic market, Kenya‘’s greatest ogpportunity for a substantial
leap in economic growth lies in expansion and diversification of expart
production. This will require major changes in the anti-export bias embodied
in anrert policises ard remilations as well as the develogmment of industries
capable of campeting in markets ocutside Kenya. Qurent GOK policy statements
assert that the expansion ard diversification of exports is a key element in a
high growth strategy. Recent stidies have concluded that Kemya has good
potential for increasing exports of horticultural and cother fresh agricultwural
products and for becomina a successful exporter of mamufactured goods in a
maber of sectors, particularly those which involve labor-intersive cperzations
such as garwent manufacturing and precessing of local agricultural pooducts.
Agro-processing also links directly to the USATD strategic dbjective of
increasing agricultural productivity and farm incomes.

The Govermment of Kenya, impressed by the success of the newly industrialized
carntries and following the recommendations of a USAID-funded policy study on
Export Processing Zone (EPZ) development in Kenya, is cammitted to
establishing several EPZs over the next five years. The EPZs should attract
new irvestment through comprehensive ard autamatic incentive programs for
export ramufacturers. Contirued encouragement by donors to liberalize
goverr—ent controls, along with actual experience in doing so through
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.EPZS_- shald result in deregulation of offshore investment and manufacturing
being extended throughaut the ecornsmty.

In cancert with other donors, particularly the World Bank, USATD proposes to
play an active role in export development. USAID will assist in the plaming,
xenagement and promotion of privately menaged EPZs and will support

Zones. Additional support might strengthen a restructured extermal trade
authority to pramote exports of new goods to new markets, increase the volume
of nomagricultiral exports, and encourage greater transparency and more

The Mission will also conduct studies and carry on a contimuing dialogue with
the GCXK regariing policies that encourage export and investment growth. USAID
will support policies which reduce or eliminate trade regulations,
particularly import restrictions; reduce institutional contrels affecting
access to foreign exchange. export licersas and custams clearances; and
expedite approvals for travel and anrrercy exchange in support of marketing
activities. Assistance will be provided to the GOK tax reform and buadget
rationalization efforts to ensure that tax policy encourages private
investment.

Increasing foreign private investment is a necessary camplement to export
praxtion as most new foreign investment will probebly be export-oriented. By
working simltanecusly to expand and diversify exports and to increase fareign
private investment, maximm impact on employment and soonomic growth will be
achieved. Foreign private investment has stagnated in recent years and must
be revitalized in order to attract needed foreign exchange, generate
employzent, introduce new technology, pramote producticn practices which will
help Fenyan emterprises move into export production, and link domestic
resources with world markets. To encourage fareign private imwestment, USAID
will work at the policy level to improve the investment climate ard create an
enabling erwviromuent for investment growth. The Mission will also assist in
irplenenting revised policies and streamiined procedures in concert with GOK
exncert pranction efforts. During the CDSS pericod, the Mission will support
agribusiness trade groups, the chamber of camerce, the marmfacturers

V=3i€



association and other institutions which can effectively regwesent key
elements of the Remiyan private sector in labbying the Goverrment of Kemya,
introduce new technoloagy and management practices to local industry, and
assist in ratching joint venture partners and linking Fenyan producers with
overseas markets. Additional support from USAID will strengthen the

Investient Promotion Centre as a “one-stop shop® for both offshore and local
investors.

Bencrmarks

By the end of FY 1993

EPZ pAuthority fully operational; one EPZ established.

Export earnings from non traditional exports (value-added from EPZs,
mmfactured exports and horticulture) increased bv 5C pereent in nomina?
dollar terms over 1989 fiqure.

20,0C0 jobs created directly through establishment of export oriented
enterprises.

New foreign private investments worth between $25 and $50 million (an
estimated $3.5 million in new investment was wade in 1988,89).

By the end of FY 1995

- Two EP2s fully operatiomal.

Bport earnings £from non traditional exports increased by 100 percent in
naminal éollar terms over 1989 fiqure.

50,000 nesv jobs created directly through new foreign private investment
amd export-oriented enterprises.

New foreign private imvestments worth between $50 and $10C million.

b. Target: lLiberalize and Deepen Financial Markets

Growth in Kenya’s financial markets will directly contribute to increasing the
level and productivity of private investment in Kenya by providing new
financing options for enterprises, new instruments through which savings can
be invested for productive activities, incentives for privatization of
perastatals, exit options for aurent ewity holders, and a leval of
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oonfidence essential to attract both foreign and dmestic private
investment.with USAID support, the Goverrment of Kenya recently enacted
legislation which created a Capital Markets Authority to provide regulatory
oversight to the searity and mney markets in Kerwa. This statutory body,
=modeled after the U.S. Securities and Exchange Commission, will facilitate
are expected to help energize the Nairuhi Stock Bxxhange, which has been
dormant for mch of its 35-year history. Folicy analysis and implementation
assistance to the Capital Markets Autharity, the Naircbi Stock BExchange, the
Central Bank, ard selected financial institutions during the plaming period
will enable them to contrilute to stremgthening Kenyan financial markets.

Two venture capital campanies now exist in Kenya, and both receive USATD
assistance, Venture capital is still a relatively new and fareign cancept in
the Kenyan context. However, there is growing investor interest in equity
investments as an gpportunity for partfolio diversification, with third party
management and potential for high yields. Project sponsors are increasingly
interested in equity participation as an attractive non-debt option for
seauring needed resources for startup and/cr expansion, particularly when
management expertise can be offered as part of the package. USAID will
cantinue to support the growth of venture capital oampanies/funds in Kenya
through provision of credit lines amd technical assistance.

In addition to enhancing the requlatory envirament and introducing equity
options and other new financial instruments for productive investment, mxch
needs to be done to increase access to available credit. USAID has been
working with the GOK for several years to introduce medium-term lerding for
fully collateralized rural borrowers. The effort has not been wholly
successful, in large measure because interest rates have been comtrolled which
has provided a disincentive to cammercial banks to extend this type of
credit. The GOK recently has amended the program’s interest rate structure,
an action which should help to institutionalize access to term credit for
productive investment. USAID contimes to encourage further interest rate
Gerecuiation by pointing cut the negative irpact that interest rate ceilirgs
have on credit availability fer small businesses.
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30 address the issue of collateral, which anrently liwits acoess to credit
for many borrowers, particularly women, USAID will provide limited training
guarantees and targeted medium-term credit through new financial
intermediaries. These interventions will improve acocess to credit for
productive private investment, provide esperience to banks and non-bank
financial institations in using new appraisal techniques to delive: new
services to a different client grap, and offer a demonstration mexie]l to the
rest of the Kenyan financial sector.

Benclwarks

By the end of FY 1993

- Interest rates dereguliated.

Regulatory frapework in place for launch of secondary market for T-bills
and mortgages, money market instruments, and mstal funds.

Total equity raised through venture capital companies increases to 60
220 percent increase in mmber of new issues floated on the Nairdbi Stock
Bxchange (one new issue in 1989); 30 percent increase in volume of
trading (average volume of trading for 1989 was 13 million KRsh).
Medium-term credit extension increased as a perventage of total lending
by financial intemmediaries.

By the end of FY 1995

At least ane issue of a money market and mrtual fund instrument: activity
in the secondary market for T-bills and mortgages.

Volume of trading increased by 50 percent, and new issues cn Naircbi
Stock Exchange firther increased.

Total equity available through venture capital funds increased to 80
million Ksh.

Medium-term lerding further increased relative to short-term lending by
financial intermediaries.

- A



c. Target: Exgand the Base of Comestic Icovesiment and Entrepreneurship

An increasing ampount of manufacturing activity in Kenya is based in smal) and
informal sector firms. In fact, small business has contributed most to
private sector growth in recent years, while large businesses wers stagnant.
The small/informal sector is also the area in which uptake potential for
emp:oyment is highest. This was the only sector in which employment grew in
the 1980s. This trend is expected to continue, at least until structural
changes occur in the economy. Thnus, mobilization of local investment,
increased productivity. and expansion of the number and akills of Renyan
entrepreneurs have significant potential to fuel broad-based economic growth.
These factors provide important linkages with new export iritiatives,
increased foreigr investment and financial market development. Targeted
assistance to Kenyan investors and entrepreaeurs also complements and provides

a strong demonstration effect for key macro-level and inscitutional reform

efforts.

As described in Section Il1, domestic Investment has not been directed to
productive activity and this has severely limited economic growtn in Lhe
1980=. Further, a concentration of wealth in relatively few hanis poses
serious political and equity problems. Although only cne-bhalf of one percent
of the ccuntzy”’s populaticn is of Asian {ethnic Indian/Pakistani) origin, this
mincrity controls at least 70 percent of private industry and ccammerce in
¥enva. The GOK is therefore conceoned that Asians stand to benefit

disproporticnately, at least initially, from economic liberalization.

As the primary effort under this target area, USAID proposes to support and
promcte activities which increase the presence and skills of Kenyans of
African origin as enterprise managers and owners. In keeping wiyth efforts to

achieve growth both in the short and the longer term, USAID's a:m will be to

promcte greater participation of the indigenous population in the economy, not

to exclude pacticipation of others. Through USAID programs, disadvantaced

individuals such as women and rural entrepreneurs will benefit from direct

interventicns in training, technical assistance and credit to wiich thev
normally would not heve asrtess.During the CDSE pericod, USAID plans te provide
essgistance +o- mzke kbusinesses mere productiive, enable them to benzfit fzom
divestiture 27

state-cwned entervrises, help them adiust to a changing
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escns=:z envirommert and rexcve barcierns to sntzy intc the fcr=al secto:r.

Such intervexations will address the increasingly critical employment px.blem

in Kenya. Assistance might include training, credit for small and medium
enterprises, and increasing entrepreneurs’ access tc information or icint

ventures, marketing opportunities, credit asources and government regulations.

Local advocacy groups plav an important role in encouraging policy reform and

promoting investment. USAID proposes to continue efforts tc strengthen

business organizations such as the chamber of cowmerce, the manufacturers
association and the agribusiness consortium, which hav: fairly brxoad-based
membership and provide increasingly useful facilitative services to members.

_Benchmarks

Bv the end of FY 1993

Number of Kenyans of Afraican origin and women as a percerntage of
entrepreneurs increased bv 20 percent fo:r each group, as measured b, the
number ¢f new fcrmal businesses registered per year.

Increase the percentage of small enterprises recelving more than half of
their capital from commercial services to 30 percent (from less than 25
percent in 1289).

Membershir of small and micrc enterprises and owner-operated firms in

business croani:zations increased ty 30 percent.

By the end of FY 199%

The number of Kenyans of African origin and women as a percentage of all
entrepreneurs increased by 40 percent fcor each group from 1990 baseline.
Increase the percentage of small enterprises receiving more than haif of
their capital from commercial services to 35 percent.

Membership of business organizations increased by 50 percent.

C. Additicnal ZTeoneritutions= ¢ Goal Achievement

istance f£or activities which, while ncot primarily
strategic ~bilectives angd targets outline abcve,
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are strongly supportive of them and are irmportant factors in povement toward
achisvenant of the goal and subgoals. Such interventions can leverage
additional assistance, can fill small but vital gaps in strategic abjectives
of the GOK and other donors, can respond to Congressional concerns, can test
immovative ideas, and can explore possibilities and assist in specific areas
where longer-tern comitments are not warranted.

Under these criteria, USAID plans to provide small amcunts of highly focused
assistance to help the GOK develop and carry cut its macroeconcmic

Kenya’s unique wildlife population. In addition, USAID expects to take
advantage of special opportbimities to furd small, discrete activities to
jdentify amd support future leaders, to encourage the development of
democratic institutions ard human rights, to prevent AIDS, ard to spport
basic education. The first two areas will receive the greatsst attention and

1. Economic Stabilization and Structiral Adjustment

A solid, progressive econmmic stabilization and structural adjustment program
is fundamenital to the achievement of bhrovad-based econamic growth and to the
achievement of the dbjectives which contribute to such growth. With the
support and encouragement of rumercus donor organizations, Kenya's
macroeconanic policy agenda has been estazblished with the World Bank and the
IMF which take the lead in mnitoring progress indicators and providing
assistance to implement various aspects of the agenda. USAID’s programs and
policy dialogue agenda have been instrumental in some key areas of
macroeconomic policy reform, are strongly supportive of the structural
adjustment program today, and are expected to remain so throughout the CDSS
pericd. In addition, USAID proposes to contimue to assist the GXK to improve
its econamic managemert systems and practices. Securing additicnal resources
ad making efficient use of those available are critical to effective economic
management. The Health Care Firancing program under tne African Ecaraomic
Policy Reform Program (AEPRP) is an exarple of an intervemtion that helps to
do both. Although nc new USAID funding is planned, USAID will be irtirately
invcived in program irplementaticn and related policy dialogue with the GOX
durinc the first few vears of the COSS. This activity will generate
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additional resaurces for the health sector timaugh the jmplementation cf cost
sharing in selected Ministry of Health facilities. It encourages the more
effective use of resaurces by indicating the poartion of the bxdget: allocated
to primary and preventive care. These additional resources for the sector as
a whole, and for preventive/primary care in particular, will emahle the
quality of health services to be expanded and improved. The World Bank plans
to contire this initiative under a health sector adjustment operation
scheciled for FY 1991. Building on USAID’s sector program, this assistance
will support a broad-based reform program in the health sector designed to
improve both the efficiency and effectiveness of public sector healtk programs.

The achievement of substantial success in GOK ecxxnamic management is well
beyord USAID’s own manageable interest in the develommetit stratecy, but small
Interventicns can result in major improvements and A.1.D. often has a
predaminant capebility in providing such assistance. Such assistance often
offers opportunities for removing constraints to the achievement of specific
stratecic dbjectives and for strengthening donor cooperation. A.I.D. has a
strong record in providing treining, technical and management assistance, and
equipment to these ernds. In Kenya, such assistance has been provided for
budget and tax systems analysis, agriculture and health plamning, all in the
context of project implementation. USAID proposes to contimue those
initiatives in the first few years of the 0SS and to remain open to
additional similar initiatives throughout the period.

2. Wildlife Freservation and Management

Kernya contains one of the richest varieties of wildiife in the world, boasting
both larger murbers and more species than almost any other camtxy. Primarily
because of this, tourism is one of the country’s major sources of fareign
exchange ($320 million in 1988) and is a key element in the nation’s plans for
future econamic growth. Wildlife is legally protected throughout the country
and there is a well-established system of national parks and reserves
ococaupying more than 50,000 hectares.

Eowsever, this systen and the country’s wildlife are being endangered by
pcaching, by the encroachnent of hwans who need rore land, ard by lack cf
resouvces and institvtional capacity to effectively ranage ther. The rost
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cxmmity conservation activities in research, education and training.
Longer-range plans might include a focus on preserving and managing wildlife
in a single, important national park, possibly Tsavo.
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VI. PLANS POR TMPTEMENTATION

A. lewel ard Use of Resources

1. Ievel of Resources

In developing this strateqy, USAID assumes a financial resource level of $28 -
$30 million per year from the Development Fund for Africa, $5 - $7 million in
Econamic Suppart Punds, and $10 - $15 million in PL 480 comodities. This
would be a decrease of about 20 pervent from average anmal total A I.D.

levels in FY 1985 through FY 89. An assuption is also made that there will

be a gradual reduction in U.S. direct hire staff from 25 to about 18 dring
the (ISS pericd.

Assistance levels might be increased in several ways during the period.
Althouxgh not an actual resource transfer, U.S. debt relief provides very real
assistance tc Kenya. This makes it possible for the Goverrment of Kenya to
reduce its budget deficit and reprogrem funds it would otherwise have had to
devote every year for the next several decades to making payments on U.S.
econamic development assistance loans. The first of a proposed series of
three anrual debt forgiveness agreements was signed in Jamoary 1930. If the
GOK remains on track with its struchiral adjustment program with the World
Bank and IMF, the total amount of principal and interest written off by the
erd of Jaralary 1992 will be $174.8 milliaon.

USAID plans to contime to draw on centrally and regionally financed
activities both to increase available resourcves amd to take advantage of the
special expertise such activities offer, particularly for family plamning and
natural resoarces/wildlife activities. In addition, at least one African
Econamic Policy Reform Program (AEPRP) grant may be reguested during the next
five years to reward and reinforce significant policy initjatives contributing
to the achievement of one or more development cbjectives.

The Regional Housing and Urban Development Office (RHUDO) in Fenya provides
resources for sane activities that are corplementary to USAID targets and

cbijectives and that address cther develcpment constraints. During the next
five vears, the RHUDO progran plans to focus on develomment of parket towns,
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slum and cammmnity upgrading {(carried out by the private sector), and

involvement of the private sectcr in financing shelters for low inome housing
groups.

2. Use of Resources

The A.I.D. program in Kenya is taking full advantage of the Develgpment Fund
Section V amd to initijate performance-based disbursesent programs for health
care financing and for fertilizer pricing and marketing reform. Additional
agricultural market development, for investment and expart pramotion, and
possibly for family plamning. Flexibility provided by the DFA is meking ic
easier to chamnel resources when and where they are needed without rigid
adherence to artificial appropriation categories and limits.

USAID plans to take advantage of the flexibility of PI~480 resources ard
increase their effectiveness by implementing a multi-ypear Food for Progress
(FFFR) program tied to agriciltimal sector policy reforms. Integrated with
the DFA-funded Kenya Market Develomment Program and supported by host
goverment resources, the $40 million FFPR program will provide added leverage
to policy initiatives agreed upon over the 1990-94 period. In addition, USAID
will continue to provide support to U.S. PWOs far food-assisted develgmment
projects through P.L. 480 Title II during the CISS periad.

Drawing on experience in Kenya over the past 25 years and on A.I.D. worldwide
and Africa Bureau strategies and guidance, USAID will employ a variety of
rmethods in implementing its strategy. Policy dialogue, institutional
strergthening, technical assistance, training, PVWO/NGO cogperation, and donor
coordination play impartant roles throughout the USAID program. Wamen in
Devercpment issues and concerns are also considered and addressed throughout
the program (see Annex B for a project by project review).

a. Policy Dialogue

Policy dialogue is critical to the attairment of develomment tzrgets and
acjectives. USAID is very pleasec with efforts and accaplishrents in this
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area during the past few years and intends to increase both during the CISS
period. The Mission has exceilent access to and rappart with many xey Kemyans
with vhich USAID is most directly concerned.

In securing these relationships and carrying aut successful policy dialogue,
contimiity of development ascistance has proven to be extremely important in
the past and is expected to be even more so in the futwre. For exawxple, USATD
is consulted often and has freguent opportimities to expwess views on policies
affecting population/family plaming/health jssues, even for activities in
which the Missjion is not directly involved. The s is true in agriculture
where significant policy issues have been addressed in agricultural research
amd the fertilizer sub-sector. The latter, for example, includes elimination
of monopoly marketing of fertilizer, complete decontyvwl of fertilizer prioces,
and substantial movement toward private sectoir markets. Despite the modest
level of assistance given for macroeconomic policy reform, the Mission’s views
are frequently sought because the GOK has came to value USAID gpinians cn saxh
key issues as export pramotion, tax reform, and budget deficit reduction. A
higher level of confidence, credibility and infiuence is now beinyg developed
with regard to private investment policies and to agricultural pricing and
marketing issues,

Every ongeing and planned USATD activity has policy elements and, in an
increasing mmber of activities during the {ISS period, a large and increasing
prooortion of USAID financial resources will be disbarsed on the basis of
performance against an agreed upon series of benchmarks designed to achieve
and sustain policy dbjectives.

b. Instititional Strengthening, Technical Assistance, Training

In beginning to design non-project assistance activities several years ago,
USAID believed that same traditional aspects of a develommernt assistance
program — institutional strengthening, technical assistance and training, for
exanmple — might becamne progressively less important or less necessary.
Experience has clearly showm that such is not the case. These elements play a
crucial role in designing, irplementing, swpporting, monitoring, and
sustaining programs and reforrs. Without them, strategic cbjectives canrot be
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met. They will therefore contime tc be impartant means of accomplishing
amarts of fimancial and persarmel resources.For the most part, these elements
will be inteqral parts of the majar USAID activities, hut there are instances
in which central themes, econamies of scale, or specific technical office
expertise call for coordination. Therefore, the Mission plans to contime to
fund umbrella projects to be able to provide leadership training in the United
States, some special in-comtry training activities not financed through other
projects, and institutional strengthening of selected Kenyan training

c. PO/NGO Cooperation and Donor Coordimation

Time, effort and small, but important, amounts of financial resources will be
provided to develop and sustain PVWO/NGO and other donor cooperation in support
of the sttateqgic dbjectives of this CDSS and to assist them in accamplisi.ing
their own strategic development abjectives. Such coordination is always
important for a successful develomment program. As USAID resource levels
decrease, it beocomes even more important. PVOs/NGOs are a major develcopment
force in Kenya, working in every gecgraphical and functional area of the
coauntry and reaching vast mumbers of people.

USAID already relies on PVOs/NGOs to implement many of its activities amd,
occcasionally, to test new ideas in development implementation. During the
(0SS period, USAID plans to contime efforts to improve PWO/NGO institutional
capacities and the quantity and quality of services they provide, particularly
in areas directly related to USAID strategic objectives. The Mission also
proposes to continue to maintain flexibility to support and strengthen NGOs
woerking in important areas that may be cutside the scope of specific USAID
targets but are still supportive of strategic dbjectives and development goals.

The interests and comtributions of other donors (see Section ITI) in the areas
of greatest importance to USAID provide a far greater likelihood that
dbjectives will be acoomplished. In addition, closer cooperation with both
PVOS/NGOs and other donors offers opportunities for USAID to influence and
rakte @ contrilxtion to development in areas in which the Mission is not
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directly involved but which greatly affect the acoamplishment of the goals and
abjectives described in Section V.B.

Monitoring, Evaluation and Reporting

Over the past several years, USAID/Fenya has played a leadership rale in
performance information in plaming and decision-waking. In addition to the
goals, abjectives, targets and perfarmance indicators and to develop systems
for measuring them. It has involved a major evaluation workshop attended by a
large mmber of USAID staff, two Mission-wide retreats and several smaller
office~specific retreats, a decision by AID/W and the Mission to make
USAID/Kerya a Program Management and Evaluation Pilot site, and a
September/October 1989 in-depth review arnd system planning exercise directed
by a five-person team of evaluation experts.

That team concluded that USAID/Kenya “represetits ane of the most successfic
sarples of the DFA Action Plan in prectical application™ ard has made gocd
progress in positioning itself and its programs to develop amd use performance
informaticn. The challenge now is to actually do so. As basic criteria for
its overall evaluation and monitoring system, USAID will:

Incorporate program performance information irto existing reporting,
review, and decision-making systems.

Only collect performance information that is likely to be used and
oanly collect it when the costs of data collection and analysis are
exceaded by the expected benefits. Keep Program Performance
Evaluation as simple as possible.

Use existing information socurces as mxch as possible.

Use proiect mechanisms to oollect and analyze most addition2l progren
perforrance information. Annex F describes jn much grecter detail,

-
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including suggested indicators by dbjective, a USAILYKenya plan for impgoving
the callection and use of program performance data. There have been a masber
of refinements, deletions and additions since the plan was prepared in October
1989, ba'. it forms the foundation for Mission monitoring, evaluation, and
reporting.

C. Management Implications

USAID proposes to address the sape dbjectives and implement essentially the
sane basic strategy outlined in Section V if the level of financial resources
is no more than 20 percent higher or lower than the $30 - $35 million DFA/ESF
plus $10 - $15 million PL 480 assumed in developing this CCSS amd Action
Plan. The same is true if persomel resocurces are sargimal:; higher or lower
than the level of 18 U.S. Direct Hire staff assumed at the end of FY 1995. 1If
financial and persomnel rescurces are less than 20 percent lower, however,
targets and abjectives would take appreciably longer to accamplish.

If dollar amagits are more than 20 percent lower than the base levels cited
above, USAID would similtanecusly consider cutting such inter-sectoral support
activities as the umbrella training and PVO programs and discrete activities
within the major focus areas. The latter would imply developing less
ambitious targets to meet cbjectives autlined in Section V.

Carrying out the stracegy will require heavy reliance on an ability to recruit
ard retain a very high quality Foreign Service National staff, both contract
and direct hire. USAID is extremely pleased with the caliber of its FSN staff
at present and FSNs are directly involved in all aspects of program planning,
implementation, evaluation, financial management, and administration
throughaet the Mission. Recent salary adjustments in Kenya have greatly
improved the salary scale USAID is able to offer and we believe that salaries

are now campetitive with those given by goverrment, the private sector, and
other donors.

USATD will contimie to lock to both program and CE-funded USTH personal
services contractors to fill major direct hire gaps, particularly in

irplementation. A greztly irproved monitoring, evaluation and reporting

VI-6



directing pricrities. Implementing the strategy with reduced persamel levels
wiil aiso reguire that A.I.D./Washingtan make spacial arzangesente to

that aorently fall to USAID/Kenya. For example, USAID provides
administrative, contract management, office and resid-—tial support and other
services to three regional A.I.D. offices located in Rairobi. In addition,
exeptionally large amounts of staff time are constmed in hosting conferences
to Nairobi. These responsibilities mist be reduced to allow greater
concentration of staff efforts on high pricrity actions that directly assist
in meeting strategic dbjectives.

As USIH staff mmbers decrease during the CDSS pericd, the crganization will
be restructured to make coptimal use of personnel resources and eliminate
office redundancies. A mmber of different configurations are possible but no
altemative organizational structure is proposed in this document because that
prerogative should be reserved for the new Mission bDirectar, who is expected
to arrive in Kenya in mid-1990.
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CDSS ANNEXES

A. Current and Proposed USAID Activities

B. Policy and Institutional Reform Agenda

C. Macroeconomic Framework

D. Women in Development Activities in USAID Projects

E. Other Donor Activities

F. Improving the Collection and Use of Program
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ANNEX A

USATD’s Qorent and Planmned Interventions

Following are the major activities USATD plans to implesent to carry aut the
strategy described in Section V of the CDSS. Asterisked itess are
representative copponents of the major activities.

Increase Contraceptive Prevalence

— Family Plamning Services and Support (1985-1992, with planned follow-on
o 1997)

* stremgthen logistics systems and prowide contraceptive supplies

* give in-service tvaining for key family plamning service providers

*  extend Voluntary Surgical Contraceptive (VSC) services in both the
puklic and private sector

* strengthen plamning ard information systems within the MCH

*  support national control of diarrheal diseases and immmization,
including provision of measles vaccine

*  strepgthen/expand IEC activities and commmnity-based family plaming
through key NGOs

*  popmulation research ard evaluation, both biamedical ard social science

* institutional strengthening within the National Council on Population
and Development

-— Family Planning Private Sector (1984-1994})

*  establish/strengthen family planning services within private
cammercial firms, mission hospitals, and teacher training colleges
through provision of training, equipment and sixplies

*  develop/implement irnovative cammmnity oautreach and IEC strategies
operations research to resclve importamt service delivery constraints

FAY



Giristian Organization Research Advisary Trust

extend/strengthen commamity-based health and family plaming services
in four dioceses of the Chaach of the Province of Kerya and Terssek
Hospital region through provision of training, equiyment, ard supplies
establish systems for monitoring/evaluating the impact of
cammnity-based service programs

Kanya Heaith Care Financimg ject (1989-1993

*  assist the MH, Kenyatta National Hospital and the National Hospital
Insurance Fund in designing, implementing and evaluating health care
financing reforms

* provide funding to each institution to help finance the cost of
implementing reforms

AIDS Activities (31990-1995)

through U.S. contribution to WHO Glob2l Piogramme an ATDS, continue
to attribute between $250,000 and $300,000 in areas of surveillance,
public eduwation, amd coumseling

finance condams in suppert of Kenya AIDS program

pramote AIDSTECH assistance for education, counseling, ard condon
distribction programs.

Certrally-adrministered Cuoperative Agqreements and Contracts, such as:

AVSC,JHPIEGO to further exparxdd/improve access to voluntary surgical
contraceptive services

Pathfinder Fund and FFIA to support extension of clinic and
oxmmity-based family plarning

Family Health International to assist with research in contraceptiar.
and reproductive health

* The Population Council to stremgthen operatians research capacity
within University of Nairobi and implement key studies

John Snow Inc. (JSI) to assist with design ard implementation of
improved contraceptive logistics systen

-
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* JSI/REMH to assist with implementation of health care financing

program (1990) and national imamization program (1990-1993)
Managementt Sciences for Health/Family Plamning Management Training to
assist with strengthening penagement systems of family plamning
programs

family planning

Increase Mricultural Productivity

- FKenva Market Development Program (1990-94)

* policy reform in cereals marketing

rehabilitation and mintenance of inter-market roads in selected areas
establish coamtry-wide market information system that disseminates
market prices for major agricultural commodities on a daily basis
training and support of key agricultural institutions for amlysis of
impact of changing marketing nolicies and infrastructural irvestment
on Kenya’s agricultural productivity

goverrment-university collaboration to develop and implement
amalytical fremework for assessing impact of policy reforms on
producers and consumers

institutional strengthening of Ministry of Agriculture and Ministry
of Supply and Transport

—  Fertilizer Pricing and Marketing Reform Program (1984-92)

of fertilizers

design program impact monitoring systes for siallholder

analysis of impact ¢f increasing private sector fertilizer marketing
carry out research on the enviromental impact of DAP fertilizer on
acidic soils



National Agricuitural Research Project (1986-96)

develop and strengthen maize, scrghum and millec research programs
for three agro—climatic zones including on-farm testing programs
strengthen the plaming and xanagement systess within XARI to direct
resources to high priority research areas
*  expand camodity research focus to higher value food and cash oops
{for example, horticultire commodities)
* jmprove linkages with intemational research cemters, private firms
and university re: sarch programs
strengthen hizman risources development cmponent of the NARS
establish an operational research fund to contract research with
private fimms and/or universities
* integrate centrally-funded Small Rminant - CRSP in mixed
livestock-cropping systems ressarch program of KARI

On-Farm Grain Storage (1982-91)

assist MOA to expard post harvest maragement system from two
provinces to national level

used at universities and agricultural institutes

improve quality and increase levels of resource materials used faor
post-harvest management extension/education within universities and
agricultural institutions

Bgerton University

Institutional Development for Agricultural Training (1986-91)

* institutional strengthening in arricilun develoment, administration
and management improvements through assistance fram the University of
Illinois



* strengthen applied scientific and policy ressarch progras

establish crop managenent research training prog-am with KART and
T

*

Center of Excellence for Agricvltural Develsmmert (1991-94)

develop integrated applied research and teaching in selected
agriculture disciplines

support applied policy analysis research and research linkages with
FARI

syport the deveiopment of an agribusiness curriculin through joint
procrams with the private sector

Increase Ievel and Productivity of Private Ejnterprise

— Ruarel Private Enterprise Project (1983-1991)

medium term credit for medium and large scale rural enterprises
through camercial banks

technical assistance to the Central Bank and cammercial banks
feasibility studies for borrowers

revolving fund for future term credit

credit for rural microenterprises

technical assistance and training for NGOs which extend credit
strengthening of umbrella NGO to provide leadership, offer training

ard cother services on a fee for service basis and conduct sectoral
research

* % % *

»*

~—  Private Enterprise Development Project (1987-1994)

credit line for venture capital investments (Trust with Standard
Chartered Bank)

managenent contract for venture capital campany (EASL/IRG contract
for KB

5=



* % % %

investment pramotion and Export Processing Zone develomment through
the Investment Pramotion Centre

assistance to Kenya Association of Mamufachrrers for policy amalysis,
advocacy and training

instititional strengthening for Kenya National Chamber of Commerce
and Incustry

start1s support for the Agri-Energy Foundtable

nicxo-enterprise credit, tacdhmical assistance and training through
WEREP

small business camselling and training through RGP

technology transfer through Intermational Bxecrtive Service Corps
participant training through Entreprensurs Intermational

program impact monitoring through a oogperehensive management
information system

Accelerated Investment and Market Support Program (1991-1598)

program assistance for policy reform of investment and export-related
govermment ocontrols

technical assistance and training for the GIK amd private sector
support institutions to develop and implement streamlined procedures
specific support for EPZ development and the Capital Markets Authority
targeted credit and guarantee programs using new financial
intermediaries focusing on export enterprises;

assistance in privatization of selected state-owned enterprises

Structural Adjustment Assistance Progqram (1986-1993)

*

operational support for the Capital Markets Authority

Oammodity Import Program/Iocal Quriency Generations (1986-1993)

*

enterprise restructuring through institutional sipport for the
Rehabilitation Advisory Services

operational support of the College of Banking, the College of
Insurance, and the EPZ Authcrity

-6-
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comercial bank credit for Jua Kali (informal sector) enterprises;
*  oomercial credit for SMEs (through DFCK)

'Y
—

PRE Rezvolving Fund

*  loan guarantees and technical assistance support to 10 banks and

narbank financial institutions

Other Important Qurrert and Plannad Interventions

Natural Resources Management Project (19€1-96)

strengthen the organization and management of the Kenya Wildlife
Service through training, technical support and addressing policy
issues related to management of matwral resources

Freserve and enhance the natural resource base at selected maticmal

parks and swrrounding cammnities

The following activities are supportive of cbjectives described in Section V
but are not solely targetted to attain those cbjectives. Bencimmrks for these
activities were not provided in Section V; they are therefore included below.

— Training for Development (1987-19%4)

Recruit, screen, and select public and private sector leaders in
areas key to Kenya’s development

Design and implement individualized short- and long-term training
progra=s in U.S. tailored to developing participants’ technical and
leadership skills

Irplement individualized follow-on programs for trainees that will
assist thenm to become wore effective leaders upon their return to
Kenya

Design and implement an agoing monitoring and evaluation systex and
use data to rmake ajjustents in program as necessary

—
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Berchmarks:
By the erd of 1993

A winimm of 150 qualified Kenyans returmed from the U.S. with

== 75 peroat of retinmees with increased confidence in their ability to
influence chamge

75 percent of retirnees are viewed by others as more effective
leaders as a result of U.S. training

75 percent ¢f employed retinmees demonstrate improved jcb performance
— 75 percert of self-employed retinrmees will show positive
changes/growth in their businesses

By the end of 1995:

A minimm of 175 qualified Kenyans returned from the U.S. with
erhanced technical and leadership skills

85 percent of reticmnees demonstrate that they have been able to have
an impact as a result of U.S. training either within or autside of
their work erwvirament

90 percent of retwrmnees with increased confidence in their ability to
influence change

85 percent of returnees are viewed by others as more effective
leaders as a result of U.S. training

85 percvent of employed returnees demonstrate improved job performance
80 percent of self-employed returnees will show positive
changes/growth in their businesses

— PO Co~Financimng Project (1588-1998)

Provide gramts to NGOs to implement and sustain targetad develcpment
Provide technical assistance in the form of institutiomal
strengthening and training to individual NGOs to enzble them to
increase their development inpact

- -
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*  Conduct workshops to address specific needs identified by the NGO
camamnity to enable them to improwve their effectiveness

Benclwarks
By the erd of 1993

— 12 NGO projects successfully completed with plans in place for

continuing, epanding or institutiomalizing activities

50% of NGOs participating in project using improved management,

evaluation and plamning systems

— 10% increase in camamities benefiting from project interventions
since 1988

By <he end of 1955

20 NGO prujects successfully campleted with plans in place for

75% of NGOs participating in project using improved management,
evaluation and plamning systems

increase in commmities benefiting from project interventions since
1993

20% increase in direct beneficiaries of individual projects over 10P
75% of grantees having diversified their resource linkages

Human Resources Development Assistance Project HRDA (1988-1995)

Strengthen selected public and private sector training institutions
to previde quality training that supports Mission strategic dbjective
Improve quality amd coordination of public sector training through
strengthening of Directorate of Personnel Management (DPM) within the
Office of the President
Support for select U.S. apd third country training that falls autside
of onr-going Mission projects but which are of importance to the
Mission



Benchmarks
By the erd of 1533

-~ Manajerent information system (data bank) installed and cperationmal
in DPM

=~ A minimm of 1,100 key public and private sector officials (50
percent private sector, 35 percent women) trained in areas supportive
of Mission strategic dbjections between 1990 - 1993

-— Training staff of one of public sector training institution
delivering high quality course relevant to needs of two GOK ministries

By the end of 1995

— DEM effectively identifying public sector training needs and
facilitating delivery of quality training programs that are
responsive to these neads

An additiona! 500 key public and private sector officials (50 percent
private sector, 35 percent wamen) trained in areas of importance to
Missions strategic abjective

A minimm of two training institutions are providing cuality training
geared to Mission strategic objectives

1
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ANNEX B

Policy and Institutional Reform Agenda

Policy dialogue ard institutional reform are fundmmental components of USAID’s
strategy over the 1990~95 pericd. The Mission plans to contime to closely
coordinate its dialogue ard reform agenda with the World Bank and other

donors. USAID’s policy dialogue amd institutianal reform agenda for the CDSS
periad is described below.

1. Increzse Contraceptive Prevalence

Increase portion of MOH budget allocated to
preventive/primary care, including family plamning.

—_ Support amd facilitate efforts to increase the use of
commercial channels and autlets to distribute
contraceptives.

Reach consensus with MOH on policy and guidelines for
prescribing cont:aceptive methods.

Reach consensus with MOH and NCPD on family planning
services statistics system vwhich will include ail
goverment and NGO providers.

— Obtain MOH agreement to expand improved conmtraceptive
logistics system to all 42 districts.

Reach agreement on nature/extent of pre-service training
program for non-physician health personnel so that
araduates are fully trained in family plamning.

Vo



1I. Increase Agricultural Productivity and Farm Incomes

Support elimination of goverrment controls an the movement
of food grains while encouraging increased private sector
mrketing of grains.

Reach consensus with the GOK on the appropriate goverrment
role in cereals marketing and price setting.

of fertilizer.

Reach consensus with goverrment on enhancing market road
maintenance through a more balanced allocation of fimancial
resources to persannel anxd materials and equipment.

Encaurage clearly defined pricrities for agricultimal
research which are then reflected in allocations of
financial and haman resources.

Support on-going policy research which is focused an
cammodity marketing ard pricing issues directly related to
policy options and trade—offs regarding food security and
increased farm incomes.

III. Increase Ievel ard Productivity of Private Irvestment

Support canplete derequlation of interest rates.
Encourage privatization of state owned enterprises.

Support GOK in establishment of EPZ Authority amd private
menagement of Export Processing Zones. Advocate
structuring of EPZ legislation to allow backward linkages
to local econamy and practical options for serving damestic
market with goods produced in the zones.

-2-
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crowds licuidity available far productive imvestment.

Suggest elevation of status of Investment Prosction Center
(IFPC) and to enhance artomaticity of irmestment approvals.

Discuss regulatary issues related to expansion of capital
markets to include secondary marksts for T-Bills, bonds,
ard mortgages, and establish new money market instruments.

investments.

Pramte with Central Bank a more flexible approach to
caxrent collateral requirements in bank portfolio
supervision.

Issues of Concern of USAID

Implementation of Policy Framework Paper (PFP),
International Monetary Fund (IMF) Enhanced Structural
Adjustment Facility (ESAF), and World Bank sector
adjustunent loans.

Implementation of budget ratiomalization, includiryg user
fees in health care and education.

Greater transparency in Govermment’s investment budget,

including program camitments, experditures, and firancial
analyses of Goverrment corporations and parastatals.

A



ANNEX C

MACROECONOMIC FRAMEWORK

This amnex contains two sections: a section on prospects for fubure
performance and a statistical section with key data series.

I. PROSPECTS FOR FUTURE PERFORMANCE

As a part of the analysis of Kenya’s prospects for sustainable, broad-based
growth, USAID undertock to analyze which constraints were bindirg in the
mediun-term and which oppartimities would lead most directly to hroad-based
econamic growth. To investigete the relative importance of altermative
actians, USAID has developed a reduced-form macroeconamic model. Using this
model, we were able to analyze three altermative scemarios, including:
Scenario #1: Assume no progress in major policy areas, business as usual, amxd
analyze the prospects for achieving the Govermment’s target of 5.6 percent
real growth.
Scenario #2: Assume some progress in reforming the enabling erwirorment,
where nontraditional exports increase while imports increase at a slower rate
and analyze the prospects of achieving 5.6 percent real growth.

Scenario #3: Assure significant improvement in the enabling erwirurment that
leads to increased nontraditional exports, a decreasad rate of growth of
imports, and increasing productivity of capital and analyze the prospect of
achieving 5.6 percent growth.

These scenarios are very difficult to analyze. To discuss results with
confidence requires a level of understarding of the economy and a
sophistication of econamic modeling of the Kenyan econcmy that does not
exist., However, because an initi2)l irdication is necessary, USAID constructed
a relatively simple accounting framework based on standard World Bank models,
mdified to include monetary indicators. The following discussion is based on
the three scenarios described above. The results are preliminary and deserve
further research.



1. The Accounting Framework Explained

The World Bank’s Revised Minimm Standard Model (RESM) is an accounting
framework that permits projection of various impartant economic variables and
permits the user to check the internal consistency of these mrojections. The
mdel takes the user’s assumptions on growth rates for several broadly
aggregated damestic production sectors, and takes asstmptions on variocus
balance of payments variables, including the terms of trade. Using
pojections of debt service on existing external delbt and a specification of
the reiationship between prodquction and fixed investment, the model projects
the anmual requirement for external financing, as well as domestic
consumption, savings, and investment. The accounting framesxek is “dynamic®
{actually recursive), in the sense that additional extermal funding
requirements generate new projections for debt service in each period. Given
a judgment about the likelihood of the requirement for incremental extermal
financing, the user can exarine the requirements as generated by the model and
determine whether the econamic growth rates are attainable or not.

2. Implicatians of the Projections

All three scenarios described above were nm using a modified RSM. For all
three models, the results showed difficulties for the Kenyan econamy over the
next several years, ard the results are not counterintuitive. There are
certain trade-offs that Kenya faces. Under the most optimistic conditions,
per capita consurption can only grow if investment efficiency improves. For
the foreseeable future, Kenya will prubably have to contirue with large
arrent accaunt deficits in the balance of payments, importing resources to
cover its damestic investment requirements. Qurently, Kenye is paying for
this requisite inflow primarily with foreign assistance in the form of gramts
ard loans. levels of fcreign assistance are now approximately equivalent in
magnitude to merchandise exports, and more than dable tourism earnings.
Although it is conceivable that, with adegquate performance in the econamy’s
efforts to adjust, these inflows will contimue, this is not a foregone
corclusion, Indeed, the purpose of the policy changes that Kenva is
undertaking is presmmably to reduce this requirement for assistance and
replace it with large doses of direct foreign investment.
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The results of projections made using RMSM are presented below in Tables 1, 2,
and 3. Results for scenario #1, business as usual, can be fard in Table 1.
The results suggest that to achieve growth of one percentage point per year in
per capita GI¥ and consurption, with a steady IOOR and moderate export growth,
Kenya would require a cantimmation of increasingly large inflows of official

develomment assistance. Or, in other words, the growth wauld be donox
financed.

The results for running Scemario #2 can be faund in Table 2. In Scemario #2,
we keep GDP growth targets and the ICOR the same, Iut increase the rate of
growth of nomtraditional exports, and reduce the elasticity of imports with
respect to GOP. These reforms lead to real per capita growth and a
significant reduction in the payments gap, but per capita consumption drops
over the periad.

Finally, Table 3 presents the results from running Scenario #3 in RMEM.
Scenario #3 assumes substantial progress in structural reforms. Scenario §3
retains the assurptions in Scenario #2 and, in addition, akis the assumption
that the IOCR decreases over the period, by about 8 pervent per year. The
results of this Scenario show that real per capita growth can increase, as
well as consumption, to meet the Govermment’s target.

All three models suggest that it will be very difficult for Kemya to achieve
5.6 percent real growth per year, and that this rmay be close to maximm growth
in the medium term. An interesting result cming fram these scenariocs is
that the Asian model for growth clearly fits Kemya. BExport-oriented, private
sector-led growth could quickly lead to improved ard sustainable growth.

Gbviously any of these assumptions could be altered to came up with a variety
of scerarics. The reason for presenting preliminary results in Tables 1-3 is

to indicate what can be done with RMSM at its aprent stage of development.

IT. sStatistical Tables

Tables 4-8 provide inforration on key econamic indicators. The reader is

referred to the DT Intermational Financial Statistics and the armual Economic
Survey of Kenya for more detailed information.
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Tebie 4. KEWTA:

Sross Jomestic Produ:t

1964 1980
CONSTANT 1982 PRICES AT FACTOR COST
Gross Domestic Product 20,775 53,992
Agriculture 9,012 17,358
Industry 3,009 14,855
Other 8.6T3 2,769
PERCENT CHANGE
Gross Domestic Prodxt
Agriculture
Industry
Other
SRARE STRUCTURE
Gross Domestic Froduct 100 100
Agriculture 43 32
Inckstry 15 22
Other 42 &8

.-

62,960
19,969
11,986
31,007

0.8
-3.5
2.1
3.4

100

19
49

66,055
20,674
12,653
R,

4.9
33
5.6
5.5

100
k2
1¢

(mn Kerwn shillings; percemt)

Pretia.
Estimmte

W86 WET  wes  toed

Y

&0, 603
21,867
13,19
3,077

5.5
6.3
3.8
6.6

72,99
2,538
13,858
36,599

4.3
4.0
5.5
4.9

100
3
1%

76,759
3,50
14,859
38,530

5.2
4.6
5.8
5.3

100
n
L}

-

80,531
2,499
15,57%
40,457

-9
1.9
&.2
.0

100
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Tabie 5. KENYA: Conmmption, Investment, and Savings

Investment
Fixed Irwestaent
Consumption
Goverrment
Private
fesource Balance
bomestic Savings

Gross Domestic Product
[rvrestment
Fixed Irwestment
Cons.mption
Goverraent
Private
Resource Balance
Jomestic Savings

7,13

5,904

4,96

1.30

100.0
13.?
15.8
8z2.8
19.1
&3.7

4.2
17.2

INCREMEXTAL CAPITAL-OQUTPUT RATIOS

Gross Investment
fFixed Investment

52,600
15,800
12,450
42,788
10,700
32,088
(5,968)
9,812

100.0
30.0
3.7
1.3
20.3
é1.0

-11.4
8.7

87,751
20,551
16,143
63,459
15,504
52,955
(959)
19,322

100.0
23.4
18.4
7.0
17.7
60.3
-1.1
2.9

(an Kerwe shillings; percent) Pralia

1985 WS T wes

LY 22N

99,065 116,060 131,220

25,001
17,608
75.126
16,61
58,515
1,0M)
26,740

100.0
5.8
17.6
7.2
16.6
58.6
-1.1
4.8

4.8
3.7

6,50y (7.7%9)

152,400
».041
29,032

wm i
8,973
92,455

Estimate
1909

173,295
45,057
34,659

138,452
3,5

04, 938

(10, 224)

5,613 31,52 34,82

B 32,49
B,066 25,735
%.7H 105,407
2,267 5,460
RATR VW7
25
22
100.0  100.0
1.6 4.8
9.7 19.6
1.1 ;.3
19.% 19.4
2.0 &0.9
0.2 5.1
18.9 19.7
4.7 £.5
3.2 4.2

100.0
5.6
%35
™5
1.0
50.6
-5.1
20.5

£.8
3.8

100.0
26.0
20.0
™.9
9.3
40.6
-5.9
20.1%

5.2
4.0



Table §. XENUA:

1964 1980
FISCAL INDICATORS (yeer ending ke 30)
Current Prices
Reverues and Grants ’e 1.n7
Expenditure/iiet tending 1,208 13,59
Fiscal Salance 310 (1,%22)
Domestic Finerncing 3 132
Extermal Finencing 355 128
Use of Cash Balances sy 862
Shares of DP
feverues ard Grants 133 3.9
Experditure/let Lending 17.8 28.2
Fiscal Salance -&.6 -2.3
Domestic Financing 0.0 a.3
External Financing s.7 0.3
Use of Cash Balances -1.2 1.8
1973 1980
MONETARY INDICATORS (from 1FS)
Net Foreign Assets 1,548 1,852
Net Domestic Credit 3,99 15,230
Public Sector 855 T ¥4 |
Private Sector 3,142 11,79
Broad Money Supply 5.35% 16,136
Percent Change in:
et Domestic Credit
Public Sector Credit
Private Sector Credig
Broad Money
Consumer Price Index 17.2 50.5

Nominal GDP Growth Rates

fiscal ad Monetary Indiceters

wes

19,460
2,060
(3,400)
3,15
ns
(440)

3.7
27.9
-&.1
3.8
0.9
-0.5

1984

(374
28,626
11,682
16,964

5,293

10C.0

{mn Kerya shillings; percant) Prelie.

Estimte

e  Was W7 W el

-

2,002
2,920
G, 119
1,75
497
2,870

25.2
28.7
-5.5
1.9
0.5

9%

1985

{1,509)

2,173
12,682
19,491

26,899

12.4
8.6
15.0
6.3

113.0
13.8

-

5,22 29,08 35,636 45
29,567 31,79% 40608 52T
4,200y (8,747 (5,058) (7,085)

4,003
€1,900)
2,10,

3.3
7.3
4.0
3.8
-1.8
1.9

1984

(250}

41,025
18, %t
22,684

35,654

&6
16.4
R.7

117.5
7.6

8,27
a4
by

.4
30.5
~7.3
6.6
0.0
0.5

1987

4,57
1,429

o)

S5
8.7
-3.6
3.2
1.0
-0.6

1968

-—

3.9
3,715
€121>

7.8
2
-4.3
2.1
2.3
-0.1

1999

v
prog)

€2.159) ¢3,651) (2,69)

9,139
2,985
26,15

39,666

19.8
36.2

6.5
1.1

123.6
12.3

52,529
24,455
2r, 066

42,856

6.9
-2.1
16.2

3.0

133.8
16.4

58,080

&7,%27

10.6
n.e.
n.a.
H.&

us.6
13.5
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Table 7. XEKTA:

(from INF)

CURRENT ACCOUNT BALANCE
Trade Batance
Isports, CIF
Exports, FOB
Services
of which:
Interest
Travel
Transfers
Public
Private
CAPITAL ACCOUNT SALANCE
Long-Term
Officist
Inflous
Outflows
Private
Short-Ters (incl E/Q)
OVERALL BALANCE
FINANCING
INF
Gross Reserves (-increase)
Other Assets

EXPORTS
Coffes
Tea
Other

TERMS OF TRADE
Import Price Index
Export Price Index

RATIOS 1O GOP
Herchandise Imports
Exports (GNFS}

Goods
Travel
Current Account Salance

Exchange Rate (KSh/SCR)

lance of Paymerts and Externa! Sebt

1964 1980 1984

- - P

1) (682) 1)
30 (1,019 (506)
266 1,987 1.5%
a7 %% 1,008

&5 @5 b7l

{19C) (g })
we ™
35 12 72
& " 1%
35 21 58
56) »6 154
(45} 292 116
o2 104
305
201
&0 12
(1) 105 38
3) €285) &3
3 285 3)
114 (41}
28)
&)
217 959 1,008
&3 224 283
12 120 i
155 625 &5

160.6 10.1 100.0
17.7 101.0 10c.0
8.4 1.2 1%0.0

26.7 36.5 &S5

20.2

21.7 i7.2 17.0
3.2

5.1 -12.5 -1.9

1985 1906
2] 28)
619  «3IN
1,667 1,435
s %e
242 32
(o1 (203
30 20
1.8 144
108 27
a0 S0
@ 104
N 108
(55) n”
w2 9
217 217
) 3%
s “)
on 7%
" 76
53 %0)
36 18
2 )
928 998
2m 79
28 32
399 287
2.8 %1
04,2 N2.2
86.2  105.6
2.2 B
9.3  20.2
15.5 16.3
3.8 3.9
-1.5 0.5

£}

an

(84)
161

37
216
risy

76.9
113.7
87.5

3.6
15.%
1.4

4.1
-6.3

21.27

{atttions of TN}

Prelia.
Estiamte
1968 ey
340) & -4
(800) (s
1,957 1,678
[ 14 ™
€8 r
(o, @24y
e o
=7 3
" 21
&6 o
26 420
ri 3 k144
%9 387
43 ST
19 05
s 10
& &3
i) 53
[73 58)
&b (18)
{20} (40)
0 0
™7 787
276 180
205 77
s 430
804 7.0
15.2
100.7
2.3 3.3
16.1 16.3
1.2 1.9
4.3 4.5
-5.3 -5.5
23.85 25.12



Table 3. XEWTA:

_ RESOURCE “REGUIREMENTS™:

Nerchandise lmports

Debt Service
Interest
Principat

RESOURCE INFLOWS:

Nerchandise Exports
Non-Debt Services
Tourism Earmings
Private Transfers
Official Grants & Loans
Grants
Loans
Private Capital (incl ESC)

RESERVE MOVEMENIS(-increase)
INF
Other

%84

- -

100

238

1"

102

Alterrprive Sslance of Pryments Presemtation

(percent of "Recui rements®)

W 1Wes 9T Hes o

100

3 |

17

wooRasan28

oW

1
12

106

=

0o

=228y

o NoNuwiold

"

w0 i

12
10

N3wr ol

~

N

- -]

m
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ANNEX D

Wanen in Develomment

Update on WID Actions Within USAID Proijects

USATD/Rernya prepared a Wamen In Developwent Action Plan in March 1989. That
docament explains chbjectives, describes an-going activities, and autlines
strategy for implementing and monitoring progress.

USATD’s major cbjective with regard to wamen in develoment is to fully
integrate wamen’s issues, participation, cancerns and benefits into the
overall coutry developrent strategy and make them a part of the irdividual
projects and programs through which the strateqgy is implemernted. Semi-armmal
Project Implementation Reports provide the best opportunity for reviewing
qualitative and quantitative progress within selected projects. Project
designs, evalvations, and monitoring systems are used to collect
gender-disaggregated data and establish benchmarks.

Following is an update of the WiD Action Plan’s brief descriptions of USAID
projects by sector ard review of wamen in development camponents/actions
within thaose projects. PRecent evaluatians or special events since March 1989
are highlighted.

HOMAN RESOURCES DEVELOPHMENT

Treining for Develomment, 615-0234

Urder this leadership training project, which was initiated in 1987 and began
operation in 1938, Kenvans from both the public and private sectors are chosen
for both long and short term training in the United States. A total of 64
Kenyans (39 fram the public sector ard 25 from the private sector) have been
trained to date. 24 of the 64 training candidates (37.5 percent), have been
wamen. Efforts will contimnue to assure that this percentage is maintained and
raised. A preliminary leadership workshop showed wrmen to be the top
performers. Ways are being explored to encourage more top wamen candidates
with leadership potential to apply for training.

P
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Human Rescurces Develooment Assistance, 615-0463

The project, which began in 1988, encourages and supports national and
regional training programs that provide training to technical, scientific and
managerial persarnel, policy plamners ard business executives. The project
improves the Goverrment of Femya’s ability to implement development programs
ard strengthens the private sector’s capacity to catribute to economic
growth. The programs include technical training, seminars, workshops and
special canrses in Kenya. ‘Training is divided evenly between the public and
private sectors. Wamen are being actively sought as participamts.

A total of eight workshops have been corducted during the past year training a
total of 377 pecple. Of these eight workshops, three were specially designed
to train wamen in the field of management and income generating activities. A
total of 184 wamen (49 percent of all participants) were trained in these
workshops. Under an ongoing HRDA redesigning effort emphasis will contime to
te placed on seeking out qualified wamen for training, especially in the area
of wanagement.

PO Co-Finmancing, 6150236

Many Kenyan wamen have very limited acoess to national level social sector
programs or to the formal sectors of the econamy, but they do have access to
local caommunity froups and private voluntary orgenizations. By strengthening
an arganizations ability to provide better prograns and services, this project
increases the developmental impact of PVO activities in Kenya, thereby
benefitting many wamen. Selection criteria for furding individual PO
activities include the advancement of the well-being of wamen and pramotion of
wamen‘’s participation through the projects. Ail baseline, monitoring and
bereficiary-related project data are being disaggregated by gender.

Specific wamen in develomment cbjectives of the project are: to provide at
least 30 percent of international participant training to wamen; tc increase
wren’s employnent cpportinities throxgh all PV projects and through
wamen—-specific projects; to increase wamen’s access to training, health,
family planmning and rutrition services, potable water and incame generating
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cppartunities; and to increase women’s abilities to better guide, manage and
sustain their own develompent. In addition, famle staff of PWs are direct
beneficiaries of management and technical training cppartimities offered
throxh the international training component of the project. To date 16
participants have been approved for training; 10 (62 percent) are women.

PL 480 Title IT

The beteficiaries of Catholic Relief Services’ (CRS) matermal and child health
{MH) program are at-risk poor wamen of child-bearing age amd undernourished
children less than five years old. The program is expected to reach 30,000
wopen this year. In monitoring the program, USAID uses the CRS beneficiary
list, which is gender disaggregated. Wamen receive food throuagh the progran
ard also acquire knowledge amd skills (through activities such as growth
monitoring and health and mutrition education) that ocould imrove the
well-being of their families.

In other PL 480 Title IX activities, 50 percent of the pecple berefitted
through a Food for Work program are women, and more than 50 percent of the
beneficiaries of the General Relief program are wamen.

AGRICULTURE

Wamen provide 70 percent of all agricultural labor in Kenye. They maintain
substantial roles in the production of camercial crops as well as the
production of food for damestic consumption and sale. Because of the key role
that Kenyan women play in agricuiture, women need and deserve greater access
to educational opportinities and leadership positions in diverse agricultural
fields. Agricultural develomment efforts are likely to be hampered unless

greater female participation at high levels of education and employment is
facilitated.

Agricultural Management, €15-0221

This project airms to irprove the management and performance of private and
public organizations which supoort agriculturai production, particularly a=mong
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smallholders. Mid-term evaluation irdicates that 20 percent of participants
related to business mnagement inmprovement efforts are women.

Instituitional Develooment for Agricultural Training, 615-0239

importance of recruiting female students and faculty and providing them with
“incorporating information on the Kenyan socio-cultural context™. The
mnitoring and evaluation plan idemtifies the training of female faculty as an
issue and includes wamen’s access to research and outreach funds and programs
ard to programs of the Agricultural Resources Qenter as topics for eamimation.
A major shuady of "Factors Affecting Female Career (hoice amd Aspiratians™ of
female studsnts at Egerton University was campleted in August 1989.
Statistics dbtained from Bgerton University show that 23 percemt of the female
diplam students are majoring in Agriculture and Home Boconamics. Other
departments which have substantial mmbers of femle stidents are Agricultine
Education and Agriculture and Food Marketing. Moderate mmbers are in General
Agricultire, Animal Health, Horticulture, Deiry Technology, Farm Management,
and Anima) Hosbandry. When asked which factors affected their chwice of a
major, most female students (65 percent), said persomal interest was a factor
but 50 percent indicated that job possibilities also influenced their choice.
35 percent indicated that the curriculum was important to their choice of
Bgerton.

A review of available data shows: female representation in the student body

has not yet achieved the 30 percvent goal, reaching a hich of 28 percent for
those admittad in 1985, but averaging 21 percent owver the past seven years;
45 percent of the female students admitted for diplama and BSc stuxdies in

1987 are in the department of Hame Ecorcmics: female faculty camprise just 12
percent of the total, ard half of them are in Hame Economics; women make wp
less than 10 percent of those txained.

On Farm Grain Storage, 615-0190

The puarpose of the proiject, begun in 1981, is to increase the use of more
effective on~farm grain drying and storage practices. The project provides
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technical assistance, training, commodities and construction. Impact of the
project on waen has been considered during project evaluations and reviews,
ard it was determined that a sizeable percentage of project recipients are
wamen. From now until the Project Assistance Oompletion Date in May 1990, the
include it in periodic reports. There are plans to extend the project

the pruject less effective than it could be in delivering benefits to wamen
farmers will be addressed as part of any such extension.

Participation at training sessions contimes to run at 40:60 waen to men.

Struchures completed through the project are principally under the management
of these wamen because of their role in maize production.

Kenya Market Develogment Program, 615-0242

The new Kenya Market Development Program (KIMP) is expected to increase
efficiency and lower costs of agricultiral marketing. This, in tum, is
expected to increase the incame of smallholder farmers (mostly women) and
traders. The Management Information System for the project is being designed
to monitor the program’s impact on wamen and the level of women’s
participation in the program.

Fertilizer Pricing and Marketing Reform Program, €15-0243

This policy-based sector assistance program, which began in FY 1989,
contributes to the goal of increasing agricultural. productivity by
facilitating policy and institutional reforms in fertilizer pricing and
marketing. A large proportion of fertilizer huyers and users are women.
Plamned studies will monitor their purchase and use of fertilizer amd seek to
determine the impact of the program on their prodactivity and incames.

N



FOPULATION AND HEALTH

Private Sector Family Plaming Project, 615-0223

This project has succeeded in delivering quality family plaming services
through the existing health facilities of 50 organizations and firms
{representing over 120 service delivery points). Since its inception in 1983,
the project has served more than 30,000 family plamning clients, the vast

majority of them wamen. The project has been expanded to include outreach to

Family Plarming Services and Support, 615-0232

The overall purpose of the FPSS project is to increase the availability, use,
and quality of family planning services. If successful, it is anticipated
‘that 32 percent of all married couples of reproductive age will be practicing
an effective method of family plamning by the campletion of the project.

The main beneficiaries of expanded family plamning services provided by this
project are wmen. The project is also largely implemented by women. All of
the murses trained under the Clinical Training Services and Support (CISS) and
the Voluntary Surgical Oontraception (VSC) camponents are women, as well as
most of the commnity outreach workers trained under the Caommmnity Based
Services (CBS) cagponernt. Of a total of £3 participants trained under the
project, 30 have been wamen. Regarding non-population related benefits for
wamen, it is generally recognized that family planning programs, particulariy
commmnity based service projects, help to mcbilize the commmnities irvolved
and to increase the involvement of wamen in pruject and ramrproject related
social and developrrant activities.

Health Care Financ:ing, 615-0245

This new prograr, which began in Aungust 1989, will assist the GOX to carry aut
health sector r:forms reeded to ensure the financial sustainability of
preventive ard primary lealth services. It will support the implementation of
various cost-sharing measures, help to firther define a broader agenda for
reform focusing both on cost-sharing and improved efficiency, and encourage
the reallocaion of heaith sector resources in favor of primary amd prevertive
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services. These refarms will directly benefit the majority of Keryans.
Because health services are targetted for women and children, and because
wanen are the primary providers of health services, women will be the major
beneficiaries. A variety of data on impact will be collected and amalysed as
the program progresses.

ERIVATE ENTERERISE

During 1989, a major MAPS (Mamual for Action i the Private Sector) activity
was carried cut as part of the analysis for the CDSS and as an initial step in
the design of a major new private emterprise program. One task in the MAPS
survey of approxcimately 800 randamly selected private fimms was to quantify
levels of women’s participation in ownership, management and laboer force of
private enterprises.

Wamen own 12 percent of firms in Kemya. As might be expected, wamen—ouned
firms have the highest representation of female managers and employees, 73 and
83 percent respectively. In large firms, women represent 11 percent of the
workforce bt anly 5 percent of the top management. For both managers and
workers, the percentage of wamen decreases as the size of the firm increases.
Wamen axrently make up anly 22 percent of the wace earning labor force. The
MAPS activity has provided a wealth of baseline data on the total population
against which women’s participation in the firms directly assisted by USAID’S
private enterprise development program can be measured.

Rural Private Enterprise, 615-0220

Bequn in 1983, the intent of the project is to establish and expand nural
private enterprises in Kenya, increase value added in project assisted
businesses, and create 5,500 jobs directly ard 9,000 jcbs irdirectly. The
project’s camponents irclude cammercial bank mediurm term lending, PVO credit
extension to small scale enterprises, tyraining, and technical assistance.

Prelininary data an project employrent generation suggests that wamen are

receiving a share of project benefits camensurate witk their role in the

econary. Of the 1713 jobs created under the grant program, over half (880)
~7=



have been for wamen. The majority of mewbers in NGOs receiving tachnical
assistance are women; 5S4 percent of microenterprise loan ecipients are
women.  For the larger scale enmterprises receiving assistance under the lcan
program, 13 percent (226 of 1685) of the employment to be generated will be

female. Nationally, waomen represent only 11 percent of total employees in
large firms.

Private Enterprise Development, 615-0238

A recent evaluation of the project recommended that the implementing agencies
be made more accountable for doaumenting the impact of their programs,
including adbtaining baseline data on all clients served through the woogram,
including gender disaggregated data on employees and cWners. Quyent report
formats are being reviewed by USAID and discussed with the implementing
agencies. It is intended and expected that greater emphasis on reporting by
the implementing agencies will also make them more proactive in serving wamen.

A management information system has been put in place for the entire USAID
private enterprise program. As baseline information ard program output date

are fully loaded into the database, WID impact data will be readily available
ard routinely reported.

The Internmational Executive Service Corps (IESCT) contimues to be successful in
providing assistance to wamen. In the last six months, 56 percent of the
businesses assisted by TESC had waren as principal officers/partners (up from
25 percent reported the previous six months). Wamen represent 39 percent of
employees in IESC-assisted firms at present (as oapared to 19 percent of
full-time employees and 40 percent of total employees in the previous
six=-month period). IESC also has named a new countyy director for Kema, the
first female IESC country director in the world.

The Kenya Association of Manufacturers (FKAM) policy studies ard training

sessians have not had significant direct impact on wapen. Only two of the 6C

participants in the last two training sessions (on the topics of Industrial

Maintenance and Product Development) were women. Greater participation of

woren is anticipated in upcoring seminars on Food Sanitation and Waste

Disposal. FAM serirars target department ranagers or senior level managers.
-g-
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Kationally wamen represent only 5 percent of managers in large firms and 11
percent in mediun firms, the size of firms most representative of KAM’s
membership. Since to date female manager perticipation in KaM~sponscored
seminars is below women’s representation in management mationaily, for future
attract more women participants.



ANNEX E

Doncr Coordination and Other Donor Activities

This annex expands an information provided in Section ITI of the Camntyy
Development Strateqy Statement.

In Kenya, there is close coordination among donors and between doncrs and the
GOK in an effart to enhance the effectiveness of development aid.
Constructive and contiming dialogue is viewed by most donors as indispensible
if the policy reform process in Renya is to take hold.

At the macroeconomic and miltisectoral level are the World Bank-led
Consultative Group (CG) meetings. The bianmual OG meetings are relatively
effective mechanisms for achieving needed coordination on key issues. In
these meetings GOK policies terd to be discussed mxh more gpenly. The
bianmal OGs are supplemented by "mini-OG" meetings in Naircboi that review
progress being made toward achieving articulated policies, as well as new
policy directions. There are also regular donor coordination meetings under

the chairmanship of the World Bank. Most donors participate and support these
coordination efforts.,

Sectoral and subsectoral coordination arrangements are ancther important means
of furthering the policy dialogue and dealing with operaticnal issues.
Effective sectoral/subsectoral coordination arrarngements exist in a maber of
areas, including popuiation, agricultural r=scarch, fertilizer pricing and
marketing, minor and access roads, ardAIIE.’Pex:hapsthebestmleof
successful in-country subsectoral coordination is demonstrated by Kenya’s
agricultural research program. Donor cocperation facilitated the
transformation of 38 uncoordinated donor-financed projects into a far more
canprehensive and prioritized national program with coordinated external
support. This process assisted the GOX in addressing same of the critical
institutional issues of the subsector. On~the-ground coordination efforts for
fertilizer pricing and marketing and for minor roads and access roads programs
are quite successful. Coordination efforts in the population area are
vielding useful results.



The remainder of this amnes; describes (in greater detail than was possible in
Section II1) selected other donar activities in areas related to USATD

1. Decreasing the Population Growth Rate

The crganizations described in the next few paragraphs are those vhich, with
USAID, provide most of the foreign assistance funding for population/family
plamning activities in Kenya.

United Nations Fund for Population Activities (UNFPA)

The bulk of the United Nations’ direct sypport for population and family
plamning is chamneled through INFPA. Key elements of INFFA’s cunrrent
five-year program include support for the 1983 population census, popalation
education in schools, family life eluation, and support faor research and
trairing to improve the understanding of the relationship between population
growth and national development. In addition to population and family welfare
education through the Ministry of Iator, Kenya Federation of Employers, ard
the Kenya National Union of Teachers, UNFPA also supports efforts through the
mass media to erhance awareness of ppulation issues and family plamming.
Finally, UNFPA supports service delivery through an MCH/FP project in western

Kenya and a cammnity-based health and family plamning program in Meru
District.

wWorld Bank

The World Bank, through the Interrational Develomment Association (IDA),
provides concessional loan financing to Kenya for population and family
plamming activities. In most caszs, the World Bank has succeeded in
attracting co-financiers who provide camplementary grant financing. Like
USAID, the Bank’s financing is channeled both through the Naticnal Council for
Population and Develgmment (NCPD) and the Ministry of Healtr. Under the
Population III Project, which was approved in 1988, the Bank (IDR) is
providing $12.2 million, coupled with grant financing of $8.4 miZlion and $5

-1

million from ODN and NORAD, respec:ively, to help strengthen the NCPD's
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management and administrative capacity, support information and service
programs being implemented bv NGOs, ard provide support to several line
Ministries for population and family plamning activities. The largest
ocarponent is support to the Ministry of Health for the construction and
renovation of Volimtary Surgical Contraceptive facilities and health centers
and for the upgrading of 140 health clinics and dispensaries to enable them to
deliver a full range of Mi/family plaming services.

Qorently the Bank is in the process of appraising the Population IV Project,
vhich it anticipates will become operational in FY 1990. The Project,
axrrently plamed as an IDA credit of $25 million, will provide additiomal
financing to NCPD for a national headquarters, information and service
programs with NGOs, and financing for contraceptive supplies and improved
logistics systems.

Swedish International Development Agency (SIDA)

SIDA has been a key donor to the national family plamning program since the
early 1970s. Qurently, SIDA is the sole sipplier of coral contraceptives to
the national program. In addition, SIDA is financing cammmnity-based health
care and family planning with Chogoria Hospital, suppert to the Family
Plarming Private Sector Project for folk media programs, and through UNFPA, is
helping to finance implementation of the District Population Programme. In
the health sector more broadly, SIDA has helped to finance the Essential Drugs
Programme, oonstruction of schools for maintenance tachnicians ard clinical

officers, and continuing education prograss with both the Ministry of Health
ard AMREF.

German Agency for Technical Cooperation (GTZ

Through the Division of Family Health/GTZ Support tnit, support is provided
for a variety of matermal/child health and family planning (M34/FP)
activities. These include strengthening MCH/FP training through
develomment/application of improved training materials, cperations research on
fertility-related topics, family planmning training for private medical
practiticners, and treining for cytotechnicians. Two lag-term adviscrs,
resident in the Division, assist with this progran.

R
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2. Increasing Agricultwnral Productivity

Major bilateral and maltilateral donors which devote a substantial share of
their assistance to the agricultural sector include the World Bank, the Nordic
comtries, Germany, Italy, the United Kingdam, the Purcpean Econamic
Cammmity, the United Nations Development Program and the Intermationmal Pund
for Agricultural Development. These donors also play a lead role in financing
natural resources activities, which will also be briefly described under this
topic heading.

The World Bank is the lead donor in the sector, through its Agricultural
Sector Adjustment Operations (ASAD) and through more tyaditional irwestment
projects. The Bank’s proposed $100 million ASAD II, scheduled for late 1950,
will focus on policy and institutional reforms related to marketing and
pricing issues for five major cammodities. Under the program the Bank will
also address issues of agricultural imput supply (particularly fertilizer) and
budget rationalization. The Bank will be deepening its involvemert in the
reform efforts related to the National Cereals and Produce Board (NCPB) grain
reserve ard price stabilizatjon role.

In recent years, the EEC has taken a leadership role in cereals sector policy
reform through its $10 million Cereals Sectcr Reform Program (CSRP}, while the
World Bank, under ASAO I, furded carplementary studies. The goal of the CRSP
is to improve the operational efficiency of NCPB in its role of managing a
grain reserve and isproving price stabilization. EBoth GSAID and the wWorid
Bank are becaming more active participants in cereals sector reform efforts.
The Japanese, who have provided financing in the past for developing NCPB’s
grain storage capacity, have responded to donor pressure ard have indicated
they will not contime grain site construction for NCPB, but will remain in
the sub-sector by co-financing elements of the ASAO IT program.

Agricultural research in Kenya is coordinated through the Kenya Agricultural
Research Institute (KARI). Major donors include: the World Bank with
rescurces concentrated in developing research facilities: Japan, supporting
research on horticuitural comcdities; the United Kingdom, emphasizing
livestock and plant protection; the EBEC, SIDA and the Netherlands ermphasizing

-4
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soil and water management research; and CIDA, supporting manpower development
and training programs of KARI.

Research on forestry in Kenya is coordinated by the Kenya Farestry Research
Institute, with major donor assistance fram the World Bank and Japan. The
Internatioral Council for Research in Agro-forestry has adaptive research

sites in two locations, supported by Buropean donors and by USAID.

The World Bank and Japan are the most prominent donors in the areas of
agricultural education amd extension. PBegimning in 1982, the Bank provided
$25 million to assist Kenya in establishing the Training and Visit (T&V)
syster for agricultural extension. In 1990, the Bank will initiate a

follow-on program for the national extension service at a funding level of $30
million.

Agricultural education at the university level has receiveld major donor
financing from Jz,an ($10 million) at Kenyatta University and from the United
States at Byerton ..iversity (see Section IV). In the past, the World Bank
has played a major ivle in developing facilities at the University of

Naircbi. The Bank has recently initiated a series of assessments focused on
higher education policy issues, including the agricultural universities ard
colleges in Kenya in anticipation of renewed programs in the education sector.

IFAD ard UNDP have recently financed a series of studies to develcop a national
strategy for the arid and semi-arid lands (ASAL) with a heavy emghasis o
natural resource management issues. Many donors are already irmvolved in
District-specific programs in the ASAL areas which include RRMS

interventiaons. The Nordic countries, EEC, GIZ, IFAD, and the Netherlands are
development, soil conservation, energy and rangeland programs. Agro-forestry
extension projects are being implemented by DARIDA, the Netherlands amd the
Swedish International Development Agency (SIDR).

In the area of parks and wildlife management the major donors to date are the
world Bank, through extensive involvement ir the Masai Mara and the Rural
Services Project, and the FEC, which is heavily irnvolved in the Masai Mara.



work in parks and wildiife while being joined by other major donors, such as
USATID, Japan and Germany.

Doncr sapport for npal infrastructure has concentrated on market center and
road transport development. Five donors, in addition to USAID, have been
invalved in market center development. In 1989790, DANIDA, NORAD, SIDA and
UNICEF provided approximately $9 million for the Rural Development Furd, for
use by local govermments for marketplace infrastructire improvements. The
German Sovermment is providing $3.5 million through the Ministry of
Agriculture to build a network of wholesale markstplace.

Seven danors — CIDA, SIDA, DANIDA, NORAD, the IIO, the Netherlands and
Switzerland — are involved in the five-year Minor Roads Programme to
rehabilitate Class E roads in 23 districts in an effort to improve
agricultural infrastructure. Six donors — EEC, Japan, ODA, ADB, Germamy and
the World Bank — are furding the rehabilijtation and upgrading of Kemya’s
international and trunk road network. Sustainability of road of the network
is receiving increased attention fram any of the donors involved in the sector.

3. IrTreasing Ievel ard Productivity of Private Investrent

USAID activity in the non—agricultural private sector camplements World Bank

and Internaticnal Monetary Fund country programs by providing irput and
support in the form of technical assistance, training and grants. Major
activities in the Bank and Fund portfolio are the Financial Sector Adjustment
Credit (FSAC) of $120 million to support policy change (e.g., interest rate
liberalization, generalized monetary policy instruments, capital markets
development) and institutional reforms such as restructuring troubled
financial institutions and providing technical assistance to the Central
Bank. The African Development Bank (ADB), the Netherlands and USAID (under
SAP) are cofinancing about $70 million of the FSAC.

The FSAC was designed to complement the Industrial Sector Adjustment Credit

(ISAC), a %112 million credit intended to stimulate investment, export

production and isprove the efficiency of the sector. Cofinancing for ISAC

totais about $90 rillion, primarily fram the OECF of Japan, the ADB ard the
—5-
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BEuropean Investmeit Bank. As with the FSAC, the ISAC is an ipportant
canponent of the policy framework supporting the IMF’s Bhanced Struchral
Adjustment Facility. The World Bank also has plans for a major eport credit
progran and is anrrently assessing the project’s feasibility.

The major portion of NDP’s $47 million Kenya portfolio is allocated to
private enterprise development. Project implementation is carried oat
primarily through INIDO or the IO, with mjor activities consisting of micro
and macro policy farmilation in conjunction with the GOK, entreprensurial
training, technology transfer to small entarprise, and establisiment of a
credit reference hureau and a research foundation for small enterprise. WP
is also sponsoring regular meetings for donors to coordinate ax? discuss
issues related to small enterprise development.

The Germans, primarily through the GIZ, have an approximately $15 million
private enterprise program in place, directed primarily to nicro and smll
entrepreneurs in the formal and informal sectors. Most GIZ enterprise

will address credit policy issues and expand upon existing projects. Belgimm
has recently granted almost $2 million to informal sector activities through a
parastatal supported by GTZ. The Norwegians plan to program $5 million over
the next four years for small enterprise development, with a focus on credit
and training for formal, rural small enterprises. The Dutch are providing
management assistance, credit and equity to various private and semi-public
institutions for enterprise development. With the II0 and various NGOs, they
are praoting a Business Creation Project. In the future, they plan greater
involvement in export promotion, policy refcrm, and inmovations in small
enterprise. The Cammoiwealth Development Corporation (U.K.) has allocated 8
percent of its funding (roughly $8 million) to private sector activities,
primarily investments in capital for industry amd same agro-processing. The
CDC plans to increase the private emterprise share of its portfolio to 25
percent of total funding to Kenya over the next five years.

Despite little involvement in policy reform work, the donor comnumnity in Kenya
is in basic agreement that the policy ard instititional enwirorment is the
most crucial element constraining growth in the private sector. Donors have
also expressed a desire for rmore coordination in this area.
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I. INTRODUCTICH

USAID/Kenya in many ways represents one of the most successful
examples of the DFA Action Plan in practical applica:ion., Qver the
past several years, the Mission has placed a stronc 3:nd continuing
emphasis on improving the evaluation of program and project
performance ancd improving the use of program perforrance information
in planning anc¢ cecision-making. This has encompas:ec an initial
ceries of planning meetings; 8 formal Mission E£valuistion Workshop
(facilitated by MSI) in 1988; and subsequent efforts to develep anc
refine program strategies, performance indicators and evaluation
plans, including a number of Cffice and Mission-wice retreats.
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- explcrecd with Mission management anc cther Mission persosnnel the
substantive, organizational, ancd operational implications of
adopting a progran perspective;

- developed more complete proposals for data collection, analysis
and yse in one pProgram area as an example of what might be done; anc

- suggested a set of next steps to be taken in implermenting a
prograr information and reporting system.

This report briefly summarizes our observations and sugcestec
actions.

.



IZ. CVERVIEwW OF USAID/KENYA'S COUNTRY PROGRAM

USAID/Kenya has already cevotec consideratbtle time and enerqgy to .
developing, refining, implementing, and evaluating a more focused
and effective country program strategy. At the same time, the
Mission is currently intensively re-examining its program strategy
and performance information systems as a basis for preparing a new
CDSS. The following description of USAID/Kenya's country program
strategy is intendec as input into the CD5S process. It represgnts
the TDY team's best judgement, based on available information anc
extensive discussions with Mission staff, of where that strategy
appears most :ikely to be heading. Although Mission goals,
objectives, and targets will likely change scmewhat cduring the
course of the CDSS process over the next several months, this
country program cescription also provides at least a preliminary
basis for sssessing the Missior's possible uses, neecCs, and scurces
for precram performance information.

The ccal of the country program in Kenys can bte seen s helpinc the
cevernment &nc people cf Kenya achieve sustainec anc troac-basec
econeric crowih so that current ang future generations can ernjcy
increased cpporturities, higher standarcs of living, anc greater
security in meeting their basic human needs. (Figure 1, an
"objective tree™ cepicting the Mission's core prograr is previcec tce
help in fcllowing the ciscussion of program strategy below.)

USAID/Kenya expects tc contritute to two sub-goals that are

necessary tc achleving sustained ang breac-btasec growth: I} reducec
cates cf Vertility anc pepulaticn crowth; anc 2) increasec
prccuttlcr, ercicyvTent  IpCgre, anC fCOreign exchshge fror the
privele SeCcicI. These syb~-GTalc have 2SSOCialel SiT&tECic
cciectives wnichk USAIC/venyz feels it can sulsantially affect arc
ageinst whicn It i pre

vrerec tc have jits cerformance juooec.

USAIC/¥enyz will contribute to recucing fertility anc populaticn
cTowth s by achieving the stratecic otjective eof increaesec
contreceptive vse., This, in turrn, will te accomplished thrcough twe
targets: 1) improvinc tre supply of contraceptive services {(by
increasinc the avzlliatility of contraceptive comncclilzies anc the
cuantity anc cuality of scervices deliverec by various family
ianning previcers) ang 2) increasing the demand for contraceptive
vices (trrough IZT and social ma *k¢t1nr activities anc by

livelinoeoc anc expectation tnat cesirec children will
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ire first of these stratecic cobjectives, increased private
investment, will be accomplished through actions facusec on
achieving four targets: 1) strenthened and deepened financial -
market activities; 2, a strencthened base of indigeneous
entrepreneurship, 3) increased promotion of foreign investment ancd
exports, and &) an improved policy environment. Etach of these
targets has an associated set of sub-targets anc project activities.

USAID/Kenya can be seen as contribuiting to increased net farmer,
income per hectare for selected crops through two targets: 1) lower
marketing costs and improved incentives for seiected crops and
inputs (by improving the policy environment and improving the
avallability anc efficiency of market services in rural areas; anc
2) the acoption of impr:ved technologies for selected crops (ty
develcping, packaging, snd cisseminating improved technclocies).

The USAID/Kenya country pregran alse includes several activiti

that we propcse be consicerecd targets of oppcrtunity, effor
the Mission pursues because it has a compelling competitive
agvantage, & histcricsl commitment, or an external reguirement.
These incluce irprovec economic managenment by the GCK (fecusing on
increased fiscal responsibility ang? bucdcet rationglization --
important asrezs, but cres in which USAIC/Kenyz remains a relatively
mincr player); training the next gencration of Kenyan leacers
(althouch such Trszining activities also support other procrac
€lements, as ciscussec later); increasing the quentity an¢ qualilv
¢f services from Incigenecus PVC's (which also supperts cther
prograr elemenis;; regucing infant and chilc cdeaths (which alsc

ities
ts that

effects contraceptive genanc); ancd improvine wilclife manacerent (as
g vatls 7o raintealiring foreign exchange earnings fIor tourls™!.

The ¥Micgipr zlse i’:l?EEﬁCS DL _LEC s:oérams 1c ensuze ‘oo
avalietility for gt risv peopulaticns (which glso affects cnilc
survival snc egricultural procuction) ang several resicual
acilivities (sucn &s remcie sensing) thst are being rhasec cut cof
future prograrms.

In acciticn tc the ccre stratecy ciscussed above, there are severeal
unresclvec pregramming issues with obvicus implications fer the
choice ef stratecic cbjectives, the selection of performance
Iingicstore, and the -heice cf cata coilecticn approzches. These
issyes inclugde, btut arse nct liritec o, the followirng:

- the extert tc which & explicit focus on srail business or
emall farmers shoulf hte 1c lected in the Mission's private
erterorise ano eagriculturel s-vztegies;
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- the interest of the Mission in targeting cerman? (st well as
supply) in its family planning strategy;

- the selection of crops to be emphasizec in the Mission's
agricultural strategy;

- the Mission's strategy with respect to agripusiness
developnent ;

- the willingness of the Mission to incorporate serious efforts
in entrepreneurship develiopment anc promotion of foreign

investment and/or export development as elesents of its private
enterprise strateqy.
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III. A PRCGRAM PERFCSMAMCE EVALUATICN SYSTEM

This section gutlines the possible roles, responsibilities, and
information socurces for the collec*ion anc use of program
performance infermation by USAID/Kenya. While many alternative
information systems could have been suggested, this plan was
designec to reflect the special characteristics and needs of
the Kenya Program. 1t enccmpasses broac strategic themes, tut
coes not provide detailed project-level coverage. (More
cetailed pe-formance evaluation pians for Agriculture and
Private Enterprise programs are provided in subsequert

sections, anc in a detailed Annex focusing specifically on the
Agriculture grogran).

A. Underlyinc Themes

£ number of urcderlying themes cefine the tasic frarewcrk for
cur reccrnencsticons abeut procrar performence evgluatinn ie
Venya. These incluce:

1, 1Incerporate prograr performance inforepation into
existing reporiinc, rev:.€w, anc cecisicn-makirg
Systemeg .

™
2
N
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fcticon Plans, Prcject Implementstion Reperts,

reviews sll provice opportunities for
procrsft anc project infeormation as 2 tasis
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c¥ extensicn aliternat s, for example, if the
reticnal extensichn service is unwilliing to alter Its
celivery roces. Information shouic only be cellectec
iIf there Is a reascnstle prospect that it will zffect
'iccicr er covernnent cecisivons ang benavior, orf if It
is reguiTsg for exterrel rapcortimg. Yeore Imformeiicn
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3., Veepn Progran Performance tvalugtion as cimple zc
pessitie.

Cellecting information on dozens of variatles is
usually just an excuse for not taking the time anc
effort to cetermine which variables are most useful
ang important. Only rarely will more than two or
three indicators be needed as a basis for analyzing

any particular performance element. Often one "key
incdicator™ will suffice.

Measures should also be kept as simple and
straight-forward as possible, and benchmarks,
indicators, and trends should not be delinestec any
more precisely or rigorously than necessary.
Quantitztive and time series data, if available, are
often useful in firmly establishing trencds and clearly
linking them to A.I.D. interventions. In many case,
hcwever, cualtitative data or categerical comparisens
w«ill be sufficient as a basis for decisior-making, anc
will sometimes even be preferable.

&, Use existinc infermestion sources as npuch as
possitie.

Available seccndary data {(from censuses, rcutine
surveys, econoric anc trace statistics, etc.) often
provicde a sufficient basis for extremely convincing
preogram performance measures, particularly at
stratecic objective and goal levels. However, even &t
the target and sub-target level, ongoingc surveys,
routine recorcs, and other acrinistrative scurces can
crovice @ kasis for usefyl! tenchmsTks.

“uch irfermation about prograr performance,
psrticuiariy at the target anc sub-target level, can
be basec cirectly on routine project monitoringc anc
evaluation datz. This not only includes i~formaticr
cn service celivery, but also informstior on the
irpact of service gelivery, the increasing
capzbilities of institutions, cor the implementaticen of
pclicy changes. This data shoulc normally be
routinely collectec¢ through ongoing assessments of
purpcse-level project abhievements.

i

Mtost cf the reorientation of USAIG/Kenyz's infeormaticon
systems towards procrar performance can be
zeoeopliched through incrermerntal adcition: to existirg
orclect monitering ang evaluysticn activities. In ib:s
AorlcalTuTE &t te EfLeIpTISE ETE3ET, TCwSNCT,
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. Use prciject mechanisms to collect ang anzlyze mest
Geitional program performance infermation.

5
2

Projects are usually the most appropriate setting for
a2 variety of adcitional data collection and analysis
activities. Indeed, improving the data collection and
analysis capabilities of incigeneous organizations is
often itself a major project purpose (as, fcr example,
in USAID/Kenya's efforts to improve the policy
analysis capatilities of the Kenyan Association of
Manu~acturers). A variety of specisl studies can alsoc
be conductec through such organizations or through
project M&E units. In general, project~-funded data
collection and analysis activities should be
sufficient for routine reporting on program

perfcrmance, at least at the target and sut-target
level.

Project mechansisms can sometimes be used to ccllect
anc anslyze critical informaticn even st the highest
strategic levels. The Population Office, for example,
has usec preject funcing and technical assistance to
upport the Kenyan Demcgraphic Survey which provioes
key nationzl-level information cn contraceptive use,
fertility, and populaticn grewth., Similsrly (but at 2
sligntly lower strategic level), the Agriculture anc
Private tnterprise Programs could acc prcjesct-fundec
cata collection and analysis components %o assess the
cevelcopment anc adoption of new technologies, the
increzsec efficiencies of anricultural markets snc
seTv.Ces, the btrocadening anc ceep ening ¢f fipancicl
faThkels, anc the increasingc activities of Kenvar
entregreneyrs,

€. Place morz emphasis con analyzine and

interorecating information ang less cn cate coilection
as _such.

USAID/¥erya alreacy cevotzs ceonsicerabie energy to
collectirg 2 wide range ¢f project anc pregrar dats,
but spencs much less time analyzing that date or usingc
it as & tasis for program anc project

i
¢
)
+
)
.
b
i

i
1

secisign-neking., Unless attenticon is cleaxly focusec
o interpretling anc using data, any effort to improve
crogrerm perfarman irformaticn is likely to be
cresler SlE“Ll“e ly. The implementati cf & pregrar
cerformance evaleaticn systiam shoull ne (r2aten mocse
2% & Tenxrlenteticly tta" ar expansion ¢°f existiry C3lz
TolIentIleT 20T grzlyslEosversTe. It TTowving: ez
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¥hile more attention shoulc be devotec to analyzing
anc interpreting performance data, anaiysis shoulc Ge
kept as simple as pessible. Performance evaluations
are not intended to prove or disprove scientific
hypotheses, but merely to estatlish reasonable links
between AID's activities and cdevelopment trends. Mast
such analysis invclves straight-forward tracking of
perforance measures over time, either through
guantitative time series, frequency counts, or
qualitative shifts, Gcassionally, more cetailed or
rigorous analyses may be needed to explore
unanticipated effects, assess the distritution of

benefits, or provide a basis for choosing among
alternatives.

In many cases, smaller-scale special studies can
provice sufficient, cost-effective information for
decision-making. Such special studies (using rapic
ang¢ iow-cost methods, such as focusecl surveys, gQroup
interviews, case z%tudies, ang cgbservational
technicues) can be extremely helpful in estimating
parareters and in clarifying, testing, or expanding
infcrmation available from routine performarce
rneasures, Such studies are also often the cnly
reascnatle way of examining the why questiors (™how cc
you krow that"™ and "so what") a2ssociated with program
anc project results. Such special studies can use
rigorous anc precise measures, but are not easily
generzlizable when accurate statistical inferences tc
larcer populatiors are reculirec.

7. Clearly celineate program ranagement anc
evaluztion rcles anc responsitilities,

Progranm performance informaticn will never become
routinely availatle for reporting anc cecision-making
unless rcles and responsiblities for cbtaining,
anzlyzing, and using this information are clearly
celineated. This includes a cgefinec locus for
reporting and ccordinating information activities
(nost likely 2t the Program Office or Deputy Directeoer
level) anc clearly cefinec responsitilities for
roject Managers, Office Directors, anc project
perscrnnel., A suggested division of roies ang
responsibilities for USAID/Kenya is cescribec lgter

T - = - - 3 -
£E. Tzug acvantsge cof sppropriats cpocrturnities (S
- e o T e —r m— e =& o~ - . = -
S{IEnginsr InClgeneoLs TICITET JSTVCIrEnIS SvE_U3lIC
C2rgll_ IT3ies gnl irsiliitiiing,
oot o7 tre grocras perforrange nfortetlion (nel o ls
N e T P A S
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ceveloprent activities. Indeed, such program
perfermance information is often more immeciately
relevant to these organizations than to A.1.D.
USAID/Kenya already collects substantial program
performance information through indigeneous
organizations and is making a significant effort to
improve their datz c¢ollection and analysis
capabilities. Where appropriate, the Mission may want
to make similar efforts to help these organizations
make better use of program performance information in
their internal management decision-making.

B. Program Performance Information Sources

With the exception of the population portfolio, the teazm could
not identify any regular Mission procedures {other than project
evaluation} for collecting, compiling or reviewing data atove
the prcject "output level™ or for assessing progress with
respect to the strategic objectives outlined in the CDSE &nd
the Acticn Flan. The major sources of data availadle to
project officers and seniocr managers are:

- gquaTtterly reports from contractcrs;

- PlRs;

- results of special stucdies, project evaluations,
engd aucits;

- results of ad hoc¢c reviews conducted in the context
c¢f majeor planning and policy dialocgue exercises;

- naticnal statistics; and

- inforral information fror 2 variety of scure

3]

S.

The tearm cbservec that there are several occasicns when i
woulc appareniiy be possible to systematically review pro
ang portfeolio iepact in relation “o the obiectives of

incdivicdual projiects and/cer the overail portfclic. These
include:

LT

ect

- semri-annual portfclio reviews;

- preparation and review of the Action Plan;

- preparation for periodic review of the overall ARID
program with the GCK;

- periocic staffing analyses; and

resnonses to incdividual project evaluations

sng
audits,

At present, pertfeclic reviews apparently fecus larcely cn
implementaticon pregress. Most project evsluations alsc focus
primarily c¢n "process,®™ anc most of those which have ceonsicecec
irpact have nzg to cellegt primery Cats feor that puopges. Tre
fcllewing clisgusslion conslicere nmossible gources Ehzoudh wnign
nroTIem perfrrramne Irfocraticrn meuls bz omife roTE rootineln
avallarle,



]
()
i~

1

Project M&L Systems

USAID/Kenya has already establishec project monitorinag anc
evaluation systems relatec¢ to each major program area. #ost of
these M&E systems provide substantial data on service delivery
anc institution building, but more limited data on how expancec
service delivery and enhancec institutional capabilities affect
intencec beneficjaries (generally, project purpose-level
results). Private enterprise projects, for example, track
loans made, training received, and the characteristics of
training and loan recipients. Population projects track
contraceptives supplied, family planning services delivered,
and the service capabilities of family planning organizations.
Agriculture projects track research funced, indivicuals
trained, anc new technoloaies developec. Much of zhis
information can be directly applied in tracking program
sub-target and sub-sub-target benchmarks.

With relatively little additional effort, these project M&E
systers could collect much more information on the broader
effects of improvements in service delivery anc organicational
performance. Much of this information should be directly
useful in project management, while also providing at least
some indication of prograr achievements at the target anc
sub-target level. A recent external evaluation of Kenya's
private enterprise projects, for example, recommended
implementing "impact audits,"™ to assess the longer-term effects
of cregdit anc training on indivicduals and institutions, as a
Teutine part ¢f project M&E. Similar "impact audits"™ (inforemal
syrveys or limitec case stucies) could be conducted in most
cther prograr aregs anc woulce provicde much useful informeticr
>n the cirect resclits of projects.

Specizl Tvaivation Studies

Both the Agriculture and Private Enterprise programs are
currently recdefiningc their objectives more ambitiously to focus
on altering the broader policy and institutional framework for
agricultural anc private sector growxth. As such, these
proorams will increasingly try to influence the behavior of
large numbers o7 incivicduals anc organizaticns that cdo not
participate cirectiy in AID projects. Such indirect effects
can be cifficult tc capture through reutine preject monitcring.

Special evaluzticrs, specifically cesigned to assess the
breacth anc nmacnituce of cesirec institutional anc behavioral
cherges, will ¢ftern Te reegec. Such stuclies might, for
exerple, fogus ¢n changes in fareing prectices outsice 217's
Irsett srsgs, regiiTe Trs oextent o©f ircrovers-ts ir crIfc
FETiITlrg seete-<. zesEss orarLid i entTerienme.Tiel rFetzlinT
Tee ltirT Tram o otra renlinatloe st oglfflelon of 17T tTeitlimt, Ik
CLu.oT= WISTT o ITTTezEfe I ocro,it ozazlisTiline froosrell
-:"—"\';_S.;t:.



The nee¢ for some special evaluation studies can be anticipatec
in advance to answer key questions arising froo the prograr
strategy, and such stucdies can be outlined ancd schedulec, at
least in a preliminary way, in program area informatior plans
(see, for example, subsequent information plans for private
erterorise and agriculture). The need for other special
evaluation studies will only emerge as issues anc problems
arise during the course of program implementation.

Special evaluation stucdies can take a variety of forms,
utilizing diverse methodologies and designs, depending on the
particular issues being addressed. Such studies may or may not
require statistically representative surveys, since the usual
obiective is simply to provide enough evicence to clearly link
RIC activities to higher level performance measures {such as
increasec private investment) or to provice a basis for
interpreting those measures more fully. Fecused surveys, case
studies, key inforrmant interviews, or observational datas are
usually the most appropriate methoodologies. Special evaluation
studies also often use a range of secondary socurces,
ecérministrative cdata, and the like. 1In some cases, xhere
available evigdernce is inconsistent cr inconclusive, mo-e

intersive or more statistically generalizable special stucies
ray bte requirec.

Most special stucies can be administered through project
mechanisms, anc conductec either by preject M&E units or by
project funcecd research and analysis organizations, even if
they enccempass concerns beyoncd that particular projeact.
Hewever, when tesesrch ang anzlysis are particularly conmpl
or wher the crecitility of participesting orgenizations is
issue S“EC;BT stucles may neec to be concductec by externe
evaliu to

ex,
i

]
¥

When speciz! stucdies address performance issues thst enconmpass
a range ¢f relatec project, non-project, and policy dialoague
activities within a single program area, responsibility fecr
further analysis, interpretation, ang use of stucdy fincings
will ysuslly resice at the Office Director level. F¥hen
occasional special studies address issues that cut acress
progran areas anc strategic objectives, responsibility shoulcd
probably resice in the Prejects Cffice or the Program Office.
hs the focel point fer cocrdinating, summarizing, snc
interpreting performance information data (as ciscussed in the
next section}, the Prograr Cffice alse has 2 special
responsitility for icentifyinc special study neecs anc

fezilitetinc stucy cesigcr anc implermentaticn. Of sourss, the
SrogTer 0f€fice glec has orimery Tesponsipility for specizl
sivnies relztsc v CrliElt, nonenrclect, zrc pollic. zlalToos
eflinvitlivs wivtrir Itg Cwr porifolic,



secendary Scurces

Much of the program performance information that USAID/Kenya
will neecd at the goal and strategic obtjective level shoulc be
available from secondary sources and GCK statistics. This
includes information on private sectcr investment, farming
technolegies adopted, jobs, income, production, foreign
exchange earnings, contraceptive use, fertility, population
g-owth, and economic management. 1In the case of farning
technologies, 2vailable informatior may have to be supplemented
bv special studies (surveys or case studies) or by direct
efforts to improve the data collection and analysis
capabilities of indigenous organizations. This later approach
bas, in fact, been central to the information strategy of the
Kission's population program, which obtains key data from GOK
statistics ancd surveys, most of which woulc be unavailable
without A.I.D. technical assistance ancd financial support.

C. Roles ancd Responsibhilities

The typzs of information system implicit in adopting a program
perspective entails several changes in reles anc

resporcibilities of Mission personnel. These changes include
the following:

Project Managers

k4
o

<O Mmoo nn

program perfermance information is cbtainec through
ect mechnanisms anc sources, and project managers shouilc
the primary role in planning, desicgring, and mansging nost
ire cats collecticon and aralysis activities, inclucing scme
evezluation studias. While most initial cdats collecticn
analysis will be ccrnductec by project participants,
isers, and consultanis, project managers have primary
sponsitility for imnterpretinc anc reanaiyzing performance
infcrmation, for using it as a basis feor decisions about
eroject implementaticr and redesign, arnc for summarizing anc
comrunicating it to £7fice Directors and Senior Managers.
Critically important fincings shoulc be communicatea as soen as
available, with more routine performance information
communicstec pericdically ir conjunction with project
implementztion reports.
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{ffice Directers have supervisory responsibility for reviewing
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clenring, C=slicning, ent reneslte fzta crollectlior EnC o gmzlvsis
X rrluZirs Mmool sfellel eveloetior sllglEsl Toal
cvel b soiives frr oslezIL. relegsETlCC sucT
e lls o moet et s Imroeo H B

1 e
Y hoh o

R

LI |

¥
N

rb
A



this data, for usinc it 2s 2 basis for projram cecisicons, and
feor communicating criticaslly important findings to Senicor
Mission Managers. O0Office Directors shoulc alsc periodically
sumnarize routine program performance information and
communicate it to the Program Office ir conjunctior with
project implementation reports and Action Plan reviews.

Program Cffice

The Program Office is the natural focal point for progran
performance evsluation. The Program Qffice has direct
responsibility for planning, designing, and managing cata
collection and analysis related to its own project,

non-pro ject, and policy dialogue portfolio and for immediately
forwarding critically important findings to Senior Mission
managers. The Program Office also has primary responsibility
fcr summarizing, interpreting, and reanalyzing progran
perfcrmance information submittecd by irdivicual offices (in
conjuncticn with PIR's) anc for forwarcing this suimmary anc
relatec action recommendations to Senior Management. The
Program Office takes the legac in pieparing more corprehensive
procram perfeormance reports in conjunction with periocic Action
Plan anc CDSS preparation.

Through the £va_uation Officer, the Program Office has an
advisory and coacrdinating responsibility for the Mission's
entire program performance evaluation program. This involves
trackinc ongcing anc planned evaluyation activities; provicing
advice anc zssistance in planning, designing, and implerenting
evaluations anc special stucdies; providing assistance in
steffing arc iogistics; anc otherwise faciliteting tre process
of cbtaining anc using pregrerm performance informaticn.
Through the WIC 2fficer, the Program 0ffice is alsc respersi
for ccorcinating., summarizing, anc reporting recuirec wiC Ca

\:-——\-aM

Senior Missior Maznacers

The primary respecnsibiiities of Senicr Managers are to ask the
right guestiors, tec make sure they get the informaticr that
answers those guesticns, anc te use that information, sas
sppropriate, in msjor progranm anc strategy decisions.
Unfortunately, this is much easier saic than dcne,
crovicec few incentives 7cr, ang has hac little exce
with, perfermance~grientec program management. It is T
ritically importznt that Senicor Mission Managers continus te
S5 arg performarce cuesticns, clearly comnunicate
sfacticn wher gerfcrrmence infeormation is !
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C. Ctner Kanagetent Implicaticns cof a Prograss Perspectlve

Iin a2dcditicn to the direct implicaticns of adepting a progranm
perspective for ccllecting and using perfermance information, such

an approach has the follcwing other, more subtle, implicaticns for
internzl management:

1. Progran managemert woulc best be servec bty having an
ingdivicdual assignecd responsitility for each program objective
ang target. Acs presentec in this report, several key objextives
lack ar assigned lecus of responsibility (i.e. an individual whc
feels it is his or her responsibility to ensure that the
otjective is met). Similarly, the decision that a cross-cutting
issue is important should have the implicaticn that some

ingividual, at a minimum, be assignec responsibility for ceing
the necessary monitoring.

2. wMultiple linkages within a portfolic are toth ¢cod anc bac.
G the ore hand, such linkagecs reflect anc encourace incressing
prograrm consclicdation. Cn the cother hand, most such lirnkaces
neec active management in order to be effective. ¥e were struck
ty the nurter anc range of potential linkages within the
USAIG/Kenya pertfolic, anc by the fact that rost of these
linkaces are currently unrealizec¢. Examples inclucde
agritusiness, agricultural research and extension, capital
market cevelcpment (PRJ anc RHUDQ), and uses of HRCA ang PV(
co-financing. An objective tree displeys the logic c¢f these

relaticnships, but only cenuine ranagerent actior breathecs life
irtg ther,

. Incressingly, programmatic otjectives neec to te regarcec
he yazrcsticks by which success is juocec. That mesns using
very cppeoctinuty to reinforce the "imcact ressage™ by focusing
cn the implications of the issue gt henco For the realizaticon cf
specific sub-targets, targets, and stratecic oGjectives.

m ot i
o
T

L. Cocllecting anc analyzing cdata takes time anc costs merev.

In gur view, the most practical mears of provicding the neecec
support civen current Mission financing anc CL limitations wculc
te through a mocest PD&S “preiect® managec by the Prograr
GCffice. The functicns of such 2 preject woulc incluce MEE
planning, hands-on cate collectior from seconcary scurces,

sinple anslysis, informaticon packzging, anc tre procvision of

zgssistance t9 the varicus cfficee cf the Missicon in thess
arges. Much <f thic work weuls oresunztly he done &y
ledivicugls Tacigert i- Vernz puT eore Guitsice tsirnicel
cizivirce TigtT aler o oertzilas

[ SN . 2 ~ T e - -
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IV. PRELIVINARY PRCGRAN INFORMATICL PLANS

A. Private Enterprise Progrer

Backgrounc

USA1D/Kenya's PRE program (including project and non-project
assistance & policy dialogue) has been frankly experimental,
encompassing a wide range of interventions aimed at improving
manageTial and entrepreneurial abilities, enbhancing the capadilities
and services of private sector support organizations (in particular,
credit providers), anc improving the broader policy environment for
private sector investment. While these efforts have demonstratec
that the A.I1.D. proaram has great potential, the major impact of the
privste sector program thus far has been through targeted assistance

that has improvec the performance of a relatively small number of
businesses and suppcrt organizations.

The Mission seems anxious to adopt an ambitious private sector
objective, ang the stage may have been set for a more focusec
nrivate sector prograr zimed at substantially expanding privste
investment in Kenyz anc thereby significantly improving the
availability of jobs anc income for large numbers cf Kenyans. The
iikelihooo of achieving these aims is enhanceC by the increasing
extent to which the Mission's agricultural portfolio seeks similar
sbjectives. In this regard, it is noteworthy that several relevant

agricultural activities are cirectly interconne “ec to the FRE
"objective tree."

Measuring Progran Perfcrmance

2
m
iy
o
'

G

£ purter ©f use reasvres of private sector program pETFCTINEnTE,
perticuiarly &t hicher stretegic levels, can be cerlvec frer
regularly publiched GOH statistics. Most other perfcrréence measurTes
czrn be cderivec Vrom, ©r easily auged to, existing or planrec procjecls
inforration systems., Trhe neel for several specif:.c, smzlil-sczle
"special studies” can alsc be anticipated to exam.ne key
relationships, assumptions, ang relatecd issues {such as equity anc
Africanization) in creater detail. Topics for otner specisl stucies

vill alsc iikely emerge as problems, 1ssues, Oor ulanticipstec
results becone asparent through routine prografs anc preject
monitcring. Mere specifically:

Srograr Perferrance Trengs:
£t the level c¢f prograr goals, the Mission can meniter an¢ recpcrt
courtIyv trengds tasec cn avzilable GOK statistical dete comn changes [
crisvgle sscliIr progugiicn, emplovoent, InceRme, arC foreligr exImenss
s3Thinge . Tecenzlintz ¢7 Tohe gvgllelllite ov Cate. thtese TreErmIrocillct

SUtIialoErcoLall LéT oLzl ot oELolonger lrueInglEl 1T -

T zTlelIlle LiovotL ime srield KE; w77 T - s T -
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Prograr Performance Indicators:

At the level of strategic objectives, tre Mission coulcd report.
progren performance indicators that are also basec largely on
avallable GOK statistical data on private sector investment. This
weculo include information on gross changes in private sector
investment over time, changes in the proportion of grivate to public
sector investment, and changes in the magnitude of private sector
production as a percentage ¢ GDP and GNP. Again, this data couic
be reported annually, biannua®ly, or at longer intervals, cepencing
on availatility. Given the volatility of investment data, the use
of rolling averages basec on at least two te three year intervsls
would appear desirable. To the extent pessible, the Mission shoulc
also monitor, ano if appropriate report, disaggregatec dgata on
investment by size of firm, by source (foreign vs. domestic), etc.

Tc better substantiate the "people-level impact™ of .ncreasec
investment, special studies cculd be conductec linking scch
investment cirectly to increasec production, employment, income, anc
tbasic huran needs, both for owners anc emplcyees. This ceulc
involve small surveys/impact aucdits of selectec firims; case stucies
cf particular firms, industrial sectors, or enterprise categnories
(such as micre-enterprises); economic mocelling; or some
combination., Such special studies might also assess the imp
increasec private sector investmnent for women ang far Kenyan
African cescent. Separate special studies/impact assessments
conductec routinely as part of project M&E could help to establish
linkages and perareters {(e.¢c., ccst peT jeb createc by enterpriss
size anc type). These stucdies shoulC alsc measure the cirec: ings
of project interverticns on investnent, procuction, emplovrent,

cf

s
al L
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—

3

foreigr exchange ezrnings (gozls &nc ctjectives) for the sral

nunber of targetec firms includeg in thgse procrams.
Progran Performance Benchmarks:

At the level of procram targets anc subtargets, mest prograr
perfornarce benchnzrks wili be baseC on prcject purpcse anc cutput
cata which shoulc be available from existing or plannec M&C
systems. This couvic be supplemented by specizl stucies tracking
the indirect effects of project interventions on private invesirert
institutions, incentives, anc performance. Most cf these specizl
stucdies, a2nd many simjlar stugies at higher stratecic levels, ccric
be concuctes either as a part of project M&t o1 trrough
project-suppertec policy analysis institutions,

girezt service celivery dats--the amgunt, beneficiazries, zanrc

of tschnicel &ssistance, treinirg, anc credit sctivities--37c

oy t2lirmg trezecec by existing orociect WET evetesce, b ozt

SoftiTerily Yoo prIgisct memecerest., fcclirfg Lrgfest os.TlTs s
vifz Cf gmeflzl SLLTL ., &8 TegIrrimcen 17 INE regernt FrT oSzl RTIOC
w0 DTAVICE 2fcitigral intermatics O~ thZ extent Looenll
filmzecizl Imtertsecizziec are oetezll. TmaEnIITC INEIT TIetic
TraTtifese~z st prelicinz: T Y Tritalwtic
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likely smell surveys cr case stucies) could assess changes @
tusiness practices anc investrment patterns of entrepreneurizl
training participants. More important ingirect effects of
irstitutionzl developrent efforts (increases in demanc for services
anu replication and diffusion of service delivery ty a broader range
of institutions) will, however, be more cifficult to track. If
acgregate measures of lending patterns c¢f banks and other
intermediaries are available, this could provice one basis for
tracking larger changes in lending behavior. Special studies of
lending practices of non-targeted institutions, or cf the
experiences 01 entrepreneurs seeking credit, might provide another
useful alternative. Much of this service delivery data could

provige the tasis for guantitative benchmarks once a baseline is
establish=a.

-

Bencnmarks fcr assessing the performance of equity and venture
capital markets should te somehat easier to establish since they
invclve a relastively smail number of institutions. Measures of the
volume cf funcs available for equity anc venture capital ;nvestmanrs
(anc the characteristics of firms being fundec) shoulc be routinely
aveiﬁable frecrm the Kenya Stock Exchange and venture capital
orgsrizations. This data might be supplementec bty special stucies
further examining the characteristics of firms, the uses of
financing, and the cirect impact of financing cn procduction,
enployment, income, anc¢ foreign exchange earnings (toc further
valicate cbjective and goal level linkages).

Preliminary benchrarks for "strengthering the base of indigeneous
entrepreneurship™ cculcd be cbtainec through routine roniteorine zrc
"ipcect sucits" cf ERID-funcec participants.

nt, the Mission is irplementinc relatively few aotivities
her pclicy stucies) to promote fcreigrn investment or
€xXports. Assessments of results fros this "policy nialogue™ effcrt
could be basec primarily on cisagregatec statistics at the stratecic
ocLlective level, If &RI0 mounts more focusecd prometion activities
{such as EPZ's, trace fairs, public ecucation campaigns, bilaterszl
investment bosrics, etc.) project MAE systems shoul3d provice
sppropriate en\.hnG ks basec on service delivery anc investsent
decision cata. To the extent that relationships with fo‘eign firms
are croroted by USAID/Kenya on an &C hcoe basis, establiishing a
simple tut SYStEFeth log of SLCh activities woulc provide an
irpa

ateguate tasis for periccically rveviewing the nature ang impact ¢f
these efforts.
Re~chmgrve vCr “improved policy enviTonment™ coulic tegirn with 2
checnlietl of kev policy crhanges sToposed, arproves, inplerentern, o
reecinres oy tme Ty, Iris coulg he yrceter pericciczellv {zertans
g omzITt 2T otma Ypoolize IowectnTyMoorsizie clsecossss lEteTY s i orasio
Torovelliy claloTes eto ormzlin, stuTy TeClsions. Tme TnElellen ToLln
LE ORupnodT T el Ih $zesizl oetolisys Trafelng otte IsgpliTErTallio”
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E. Acriculture Progran

Backgrounc

USAID/¥Fenya's Acgricultural Program encompasses a brcad range of
interventions from assistance to agricultural higher ecucation tc
support for agricultural inputs and tecnnologies. Scme projects,
such as those ceveloping new technolegies for goat husbancry and
on-farm grain storage, promoting fertilizer use, anc¢ supporting
Egerton University, have been underway for a number of years. Cther
projects are qguite new. While the results of individual projects
are reasonably well ur.zrstood, the broader impact of the
Agricultural Program is far less clear.

At present, the Mission's Agriculture Program appears tc bte evelving
a clearer focus on technolcgical and marketing improvements aimec at
increasing agricultural productivily (farmer net income per hectare
for selesctec crops). Toc further this ctjective, the Agriculture
Cffice is currently cecigning a new Market Developrment Project anc 2
new Institutional Develcpment Project at fgerton Uriversity.

Measuring Prcgram Perfoimance

£ ncre cdetsilecd initial plan for Agricultural Pregram infeormaticon
presentec as Annex 1 below. This section highlights several
conclusicns emerging from that plarn.

ectsc

Comgrehensive data o farmer net incomeé pey hectars feor
CICLSs are not currently asvalilacle, zlirough sore corpener
information has bteen obtained. Acdeguate incicaters for improverments
ir agricultural procuctivity will rfecuire adcitional date &nc
analysis that contines existing 2nt new sgurces of information in
consistent fashion. The Mission can either collect this cata
cirectly, collect it through existing GOK agencies (such as KARI or
the Ministry of Agriculture), or scrme combination,

mi17]
(R K1)
-

é

The Pgclicy Bnralysis Matrix (PAM) appears tc be a particularly
premising tocl! for cttaining much of this prograr perfcrmsnce cate.
PAE is currently being implementec in conjunction with the IDAT
proiect at Tgerton University and may also tecome part of the
ceveloping KMOP project. The Agriculture Cffice anticipstec thet
PO will generate puch useful infcreation or farm net incore ang

agriculturz2l precuctivity. PAN would incluce, fo:r example, Cste or
ter key cormogities inm impeortart agricultural regicons that ccoulce be
users Yo porsrstie net faIr income {velue Forel) stretegic ooliellinae
Prmicgtore f€ee, for axzmple, ft-e Rgrisglnure fTigets rayv LRES
cassr, TErtlzmeitoTe Tesfleofe st I o dlgmys it 05T Tre D270
IrIatepel® Irformetias fror T collo Te eurplercrier Ty CEl- fIor
s n T e ¥ mmaopsmme w S eeieor £ ermg Binists ~F Lanins lloTe,

s Tor sraLerer t TeTiic :
- e & - = = - - - - &< - -



-23.

Programr Performance Bench@arks

While PAM can meet many program-level information needs anc provide
some relevant project data, most projects will require important
accitional! information. The Agriculture Office needs to develop an
overall monitorinog and evaluation plan to coordinate these effort
and ensure that common measures are used whenever possible.

At the target level, reliable data are currentiy lacking on almost
all key objectives. As discussed in Apnex 1, there are common peeds
arising from several nrojects fcr the measurement of changes in
marketing costs, improved incentives, and technology packaging and
dissemination. Much of this information simply does not exist at
this tine. Consideraticn should be given as to how this informatic-

could be generated s0 as to minimize duplication anc ensure
cofparability.

At the sub-target level, information is currently generatec by
individual projects, but often dees not address upwarc linkages in
the objective tree. As at the target level, consideration needs to
be civen tc developing monitorinmg anc evazluation systems that neet
toth project and progran level nescs. Fimally, it should be netec
that various agricultursl projects have pelicy components--either
explicitly or implicitly through generation of "lessols learnec.”
These should be identifiecd in the context of the Mission's policy
agenda and associatec infornation neecCs should e met in a
coorcCinated fashion.

C. Other Precran Aresas
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icn methods. 1If anything, the implication cf the proposec
app:oach wculd te incressecd selectivity on the indicators wusec for
program monitoring an¢ repcrting. Ma)or outstanding issues incluce
the extent toc which demand promotion constitutes a significant
Mission target, the extenrt of continuing involverment by the Mission
in promoting cost-sharirg a2s a means eof impreoving availatility of
family plannirg services, and the role ¢f child survival activities
within the Mission's portfciio.

LR
<

HRE
The princ.. .l projects of the HFC coffice--Training for Devsliooment,
fingneing, erl HBCDA--hgve iﬂ:l::aticrs for egch of the
"¢ tarse eirziegic gtlectlvess.  Tsch orcject zlsc mEs
tigrs thei go teyenI thzse stretesic chiectives. Irscfar s
Itntifare znD Iegivicuale suoTostal o, NED preofecis sTre cliTectln
Tiive mf tke migeigrte prirciszl etratecic crtlectiives., trow
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should be monitored and evaluatecd in terms of their contritution to
those objectives and cdirectly linked to the asscciatec targets ncotec
on the objective tree. To the extent these activitiec reflect
separate tarcets of opportinuty, they are discussec below.

C. Targets of Cpportunity

As noted above, our review of the Mission's portfolio suggests that
several of the prejects includeo (or likely to be includec) could
best be regarded as targets of opportunity. While many of thesg
activities are being reviewed as part of the current CDSS process,
and may be mocified fer incorporation under other strategic
objectives, some preliminary thoughts about monitoring and
evalustion are presented in the following paragraphs.

Inproved Econcnic Mangement by the GOK

FY
Fal

secondary ot jective cf the A.I.C. program is to improve eccnomic
managment by the government of Kenya. The Mission's efforts in thi
area zre focusec on rationalization of the planning anc bucgeting
process and cn variocus effcrts to promote cost sharing and reducec
gevernment invclvement in the provision of goods anc services.
Includec¢ are a variety of policy dialogue efforts and specific
project interventions aimec at promoting criticaily nesedec policy
chsnge eng impreving the management and analytical capabilities of
Notable activities incluce computerizaton

s

key public organizations.

of the budcet process, health care financing, tax mocerniza
the EMRD preject.

tc e well bevonc
aTe wa

and IMrF 330C

implermentaticn of
btk arbasd

F.I1.0's owr manageable interest. The VWor
cropenents of policy reforms In tnis zres
such reforms is affectec by pclitical anc
environmental facteore over which donors (ang the GOX) have
gy contrel. Econeomic Management sctivities are therefore
as an especially important target of oppcrtunity--one with
£.1.D. is greaztlvy concernecd, towards which it will wcrk
cooperatively with the GOK ancd other donors, but for which
only realistically expect tc have limited and specific impa

in-T

“he achievement cf sutstential improvemert in GOK manzgenmen

tion, anc
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USAID/Kenya should track the results of specific proZect and policy
efforts in this area (at the level ¢f targets anc benchmarks) anc
also expects to track broader country trends towarcs eccnonic

libersiizaton.

teacship Developrent

The Missicn's Training fcor Developrent Proiect is in the process of
exglicring the fegeinility and imnlicatiors cf 2 focus c¢n
"leagerstic® vsTsos & omorTe trzziticrel emphasics o partificent
treining &no s=ill enhgncerert, I7 the oroject chvdse:r tL sUI2ssS
czrticipe~t Irzirinz, emotazselse will prefably te plazes o
Telrforcing tte Hiesipnte stratactic ebisctivas I, rmowveveyr, the
Trefent lTirstels Lgngsc 10 slress leeleldnil. @n0 o tnE IsElIN
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thereby takes on leadership development as a target of opportunity,
there are obvious implications for participant selection, the

training proviced, and the follow-up activities undertaken as part
of the project.

From a monitoring and evaluation perspective, participant training
should be assessed in term of the impact of training on the btehavior
of participants and the performance of their organizations.
Relatively well established methodologies exist for this purpose.
If, on the other hanc, the program focuses on leadership, the vhit
of analysis should be the nature of the leadership displayec by
individuals fecllewing training. Evaluation methods in this area are
relatively undeveloped, principally because of the lack of agreed
definition of leadership and effective leadership behavior.

PVG Co-financing

As with leadership, HRD is currently reviewing its options with
Tecarc te the future of the PVQ Co-Financing Project. Adopting an
erphasis cn irstitutionzl strengthening, as is being considerec,
woulC precbably result in the decision to focus on a limited number
of PVCs. Shoulcd these PV0Os be chosen from those supporting the
Mission's core ctrategic cbjectives, there woulo te no need to
incluce PVC Co-Financing as a separate Target of OGpportunity.
Shculcd a set cf PVQs be selected that would otherwise be cutside cf
the portfolie, monitering and evaluaton would reguire establishment
of explicit performance criteria for the PVOs selectec. 1In either
event, strengthening efforts shoulc be assessed in term of
incicaters such 2s those notec in the section of this report (unger
"Cross-Cutting Issues™) that ciscusses "institutionz!
strenctheninc.” & separate, orcject-fungecd, evaiuatiorn wculc almzoset
certeinly te recuirec for this purpcse.

thilc Survivel

Child survival is viewed by the Missionr both as instrumental to the
Mission's family planning objectives ang as an enc in itself. In
this latter regard, well estatlished ingicaters and measurement
systems exist tc ascertain changes in infant mortality anc morbicity
anc to relate these to the delivery of specific health interventions,

wilclife

The Mission is consicering undertaking a new prcject in wilglife
cevelopment focused principally on imprcvec park management. The
project is expectec to have consicderabtle visibility anc putlic

t. While such =
nroject cculc re coubt Le rationgiizes In the obiectiive tree in 32
variety o wavs, 11 woulc secsr nors gopronrizte to regard It As o=
target ©of gpportenity eng (o repert on 1T accercimgiy. Pregliss
nsiicne gbout & rornltoring anc eveluaticon system Tor tnle prejec:
shoulT ZIvizusly zwzlit clerificatinrn of tnme proierit's princicsd
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E. Cross-Cutting Issues

In addition to strategic objectives and targets of opportunity,

there are several cross-cutting issues of apparent interest to the
Mission. These include:

-participation by women in Mission activities;

-policy reform;

-insitutional strengthening;

-training; !
-PVQ's;

-privatization; anc

-financial implementation of USAID activities.

Initial thoughts atout the generation and use of data regarding
these issues are presented in the following paragraphs:

Participation by ¥onmen

AID has introducec¢ increasing consistency in the wzys in which it
roniters and repeorts on the participation by women in its
development activities. Guidelines are presenteg in Annex 2 of this
document. As a minimum, these requirements entail gender
disagcregation of beneficiary data. It would appear both
straightforwarg anc desirabie to summarize and review this data at
least once per year as a means of monitoring performance.
Responsibility fer this review, which would be held in conjunction
with PIR or Acticn Plan preparaticn, shoulo probably reside with the
Program Office cr the Mission's WID Officer. This analysis regquires

- = x : e e a—
that 21l preject arnc pregrar infermaton systems cisaggrecgate thelr

gata by cgenger anc woulc profit grestly by the establishrent of the
trairing infcrmetcr system recofmendel below.

Pelicy Reform

The Mission is engagec in an ambitiocus array of pelicy reform

activities. Those items that we icentified as currently or soon tc
be inciucded in the Mission's policy dialogue were jatherec in a
preliminary FPolicy Inventory"” that was left with the Mission.

There are s variety of reasons for maintaining a consclicated list
of such itens, teviewing and updating this list from time to time,
and perhaps undertaking cross-cutting assessments of the Mission's
effectiveness in selectec areas. We suggest that such a Pelicy
Inventory be maintainecd by the Program Office and updatec
semi-gnnuaily in conjunction with the PIR anc Action Plan process,
An cpersticnzl format right incluge the fellowing four column

listing:
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Privatization

A.I.D. requres Missions to prepare and submit privatization plans.
In addition to the items included by the Mission in past and current
plans, the portfolio provides a rich array of elements, large and
small, representing increased use of private sector delivery
mechanisms and institutions. These include such things as:

private sector family planning;

use and strengthening of private consulting organizations in the
AMP project;

increased role for commercial intermecdiaries in development
bankine;

possible privitization of Egerton stucent services:
etc.

En annual rteview ancd consolidation of the Mission's efforts to
promote private sector delivery mechanisms would appea> to be
valuable nct only for purposes of external reporting but also to
maintair a focus by Project Cfficers anc Office Directors on this
cross-cutting objective. Responsibility for this review should
probably resice with the Projects Cffice an shoulc be used to
generate discussion abcut how to continue to expanc the use of
private sector cdelivery mechanisms within Mission programs.

Institutional Strengthening

while it is nct, and should not be, a strategic objective of the
Missign, many of the Missicn's activities focus on what can te
v describec zs "institution:zl strengthening." The
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Changes in the nature of the gcocds and services provided by

the organization to better reflect the needs identified by
project designers;

0 Improvements in the quantity and/or quality of output of
the organization's principal products or services, or in

the efficiency with which the crganization produces these
outputs;

o] Increases in demand for, willingness to pay for, and/o?

satisfaction with the organization's pincipal products or
services;

Improvements in the organization's prospects for financial
self.sufficiency in the absence cf USAID funding (although
such self-sufficiency could include other scurces of

subsidy, if such subsidies are considerecd to be relatively
reliable aver time);

Irprovements in the organizaticn's prospects for tectnical
self-sufficiency in the absence of USAID funcing.

while there is nc obvious neeg to maintain a central soint of
oversight for the Mission's institutional strengthening activities
0. to report or these activities cecllectively, there would appear to
be much te be gained by employing consistent evaluation methocCs anc
performance criteria and by periodically examining the portfolio of

interventions (perhaps in a retreat setting) to identify anc
transfer lessons learnecd.
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The Missicn has two major training projects--HRC and Training for
Cevz2lopment--in addition to major training components in & numper of
its other projects. Wwherever these efforts involve training cutsice
of Kenya and PIC/Ps are involved, information is consolidatea in the
Participant Training Management System maintained by HRD. This

information currently dates btack to 1978, is in a dBase system, anc
incluges cata on:

participant's name,

cate of birth,

sex,

position,

employer anc¢ employer accress,
project numrbter,

type and level ¢f training,

c o7 stucy,

ning Institution, anc
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At present, this information system is usea entirely on a cemang
basis and appears tc be relatively under-utilized. A cesk review of
the nature and magnitude of USAID's work over the last decade in
participant training would appear to be of obvious value and to
require minimal effort. Prospectively, a cross-cutting review of
participant training activities wculd form an interesting 3 or 4

paragraphs in future Action Plans and a possible area for ongoing
discussion with the GOK.

To the best of cur knowledge, no systematic means currently exidts
for collecting and summarizing data on the participants receiving
in-country training (or consulting) fundec by USAID. The Projects
Office has initiatec 3 system tc collect and consolidate this
information on individuals participating in the Private Enterprise
Programs it supports, and HRDA incluces a comparable system.
Expancding and integrating these systems to include the other sectors
of the Missicn's pregram wnight be of value. As a mininum, such 2
systern would allow the Mission to repert on incicators such as
training for women in 5 straightforward manner anc, when combinecd
with lists of loasn recipients, would provide a basis for generating
a contacts file for future activities., If such an effert is ceemec
worthwhile, HRD woulC appear to ve its obvious locus.

Few of the Mission's training efforts, either overseas or
in-country, appear to involve any systematic procecure for following
up on past participants to ascertain impact or to maintain
participant netwciks. Some system of tracer studies might be
ingicatec for certain of the Mission's more significant training
efforts. The feasihilityvy anc¢ value of estatbtlishing a3 consistent s
¢f client re¢ords anc a2nalyses for in- ccuntry training activiti
rcﬁazrs, h“uﬂ\?:, gn area of uncertainty zs far as this tearm is
concernec, fs g nin‘num, it would seer cesirsble tc prepare
cersclicateg lists of courses provicec, diplomas, nunbers of
participarts {4y gencer) anc subject matter.
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PVis

As in the case of training, the Mission ang A.1.D./W have a distinct
interest ir issues relating tc the use of NCOs/PVOs. A rough
estimate suygests that the PVC Co-financing Project represents less
than 20% of the Mission's involvement with Pv0s. While certain cf
the Mission's effortes entail the use of PVCs essentially as
contractors, many activities incluce explicit previsions for
instituticnzl strengthening anc ctner forms of direct support.
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Financial Implementation

The best example within A.I1.D. of the generation and use of
cross-cutting data concerns data on the financial implementation of
programs and projects, particularly data on obligation rates,
pipeline, and mortgage. In our view, the Mission makes extensive
and effective use of this data, and we have no recommendations for
iaprovements. In fact, one way of viewing the current excercise
would be as an attempt to equip the Mission tc use progranm
performance data with the same level of versatility and ¢

"cperationality”®™ that it currently uses financial data.
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V. NEXT STEPS

Several next steps would appear to foliow from the observations and
recommendations discussed sbove. These include the following
suggested actions:

1. Clarify/Finalize the CDSS, particularly strategic

objectives, targets, and substantive linkages among Mission
activities. !

2. Prepare a New Mission Evaluation Ordar focusing on roles anc
responsibilities and 1nformation uvtilization.

3. Recrient Evaluation Schedule in Upcoming CP and ABS to
reflect initial program information needs.

4, Include txplicit Analysis ¢f Program Performance ang

Cross-Cutting Issues as part of Future PIR anc £ction Plan
Reviews.

5. Develop & Small PD&S Progran or some other suitable
mechanism to support the Evaluation Qfficer in providing the
Program Cffice and Technical Cffices with hands-on assistance.

6. Beoin planning, preparing, anc implementing revisec program
level M&E systems.






