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DEPARTMENT OF STATE
 
AGENCY FOR INTERNATIONAL DEVELOPMENT
 

WASHINGTON. D.C. 8063
 

'UNCLASSIFIED
 

AID-DLC/P-2024
 

April 26, 	1974
 

MEMORANDUM FOR THE DEVELOPMENT LOAN COMMITTEE
 

SUBJECT: 	 Dollar Development Loan
 
Kenya - Livestock Production
 

Attached for your review are the recommendations for
 
authorization of a loan to the Government of Kenya
 
not to exceed $9,600,000 to assist in financing the
 
foreign exchange and local currency costs of livestock,
 
equipment, materials, construction services, technical
 
services and related service for northeast Kenya range
 
development, Agricultural Finance Corporation subloans and
 
domestic market surveys.
 

This loan 	proposal is scheduled for consideration by the
 
Development Loan Staff Committee on Thursday, May 2, 1974.
 
Also, please note your concurrence or objection is due by
 
close of business May 7, 1974. If you are a voting member,.
 
a poll sheet has been enclosed for your response.
 

Development Loan Committee
 
Office of Development
 

Program Review
 

Attachments:
 
Summary and Recommendations 
Project Analysis
 
ANNEXES I - XV
 

UNCLASSIFIED'
 



Awl l19T4 

HIMN 

Tabe of Contents 

1. sMMAR AND R8CGMZDATcT 
S. 

3:. JmcTics 
A., Bacfgrund 

1B. Projeot Rationale 
2C. Borrowor 4 

111. TW ffiOECT 

A. eneral Description of the Project 5 
1. Ranch and Feedlot Development 52. Rangeland Development
3. Livestook Marketing 5 

54. Wildlife 
65. Census and Monitoring Unit 66. Technical Services 

7. Operating Expenses and Working Capital 
7 
7 

B. Description of Project Components Proposed for 9
AID inanc&ng 

.1. Rangeland Development

2. Ranch Development 9 

3. Meat Processing Study 
11 

IV. GnmuWNa ANALYSIS 
14 

A. Northeast ProJect 
14 

1. Planning and Implementation 152. Construction 
153. Operation and Maintenance 184. Basis.for Cost Estimates 21
 

B. AFC Ranoh Development 
22 

1. Pla nring
2. Water Development Procedures 233. Subloans 
4. Construotion 
5. Rane Management 

6. Buais fox' Cost Hatiiates 
C. Cantatox' Availabd~lty 

9
 



1IKPn"CIA.~ANALYSIS.2 

A. Cost Estimate 
26B. PInancial Plan 

C. Loan Ters 	 27 
D. Prospeots for Repayment 	 28
 

VI. UOCHOWC ANALYSIS 	 29, 30. 

.VII, PRW T IMPEMENMMo 	 31 

A. Management 	 31, 32 
B. Project Schedule 	 33. 34 
C. Procurement Plan 	 35
 
i% W1,, tion 	 36 

VIII. GENERAL-I F S OF THE LOAN 	 38 

A. Impact on U.S. Economy 	 38
 
B. Effect on Private Eterpr 	 38
 

38
C. Evironmental Impact 


IX. CGNDITIONS WTD COVEANMMI 	 39, 40
 

ANNEXES:
 

I. Statutory Checklist
 
II. 611(e) Certification
 

III.. Environmental Analysis
 
IV. 	Kenyan Economy
 
V. Livestock Subsector in Kenya
 

VI. 	 Northeast Province Range Development
 
VII. Northeast Project Costs
 

VIII. Northeast Construction Schedule/Equipment rAst
 
IX. 	Waiver Request for Proprietary Procurement
 
X. AFC Annlysis
 

XI. 	 Group Ranching
 
XII. Economic Analysis Tables
 

XIII. Technical Assistance Summary
 
XIV. IDA Conditions
 
XV. 	Draft Authoriza-tion
 

Map of Project Area
 

Exchange Rates: 2.8, K - $1 U.S* 
7.1 Koh = $1 U.S.
 



AI-DW/P-2024 
Aplil 1974. 

=A- Livestock 	 Deveaozment ret 

A. DBozoveri 'The Government of. Kenya (00K), 

8. Asmountof Loans $9,600,000 

C.- TOMBs 

1. 	X i Forty (40) years$ including a ten (10) year
 
grace period.
 

2. 	Interesti Two (2) percent per annum during the grace period
and three (3)percent per annum thereafter. 

D. Total Cost 	of Project (Million of dollars) 

Foreign Exchange 1/ 	 Local Total '_ 

Cost 

AID 3.2 6.4 9.A 18 

IDA 7.6 1309 21.5 43 
Other Donnrm 2.9 1.3 4.2 9
 

GOY.. 	 15.1 15.1 30
 

13.7 	 3U.7 50.4: 100
 

Foreign exchange figure for IDA and other Donors is based on IDA 
method of calculating FX which treats all goodi with origin outside of 
Kenya as foreign exchange cost. 

ODA and C7DA (See Section III for details).
 

Includes contributions from private ranchers.
 



3. Description of Projects 

The proposed multi-donor
Agricultural Project would extend credit throughPinance Corporation the 
group ranches, (AFC) for the developmcnt about 60100 commercial ranches, 21 'companyand three feedlots. or cooperative ranchesIt wou.,d also provide for the development- of seventeen million acres of rangciand* by providing water facilities and access
roads. Marketing facilities would also be extended through establishment
of new markets, upgrading of existing holding grounds and improvement of
stock routes, the setting up of new holding grounds and the augmenting of
transportation facilities. Three wildlife areas would be developed to help
overcome the resource competition with livestock, and a livestock census
and mounitoring unit would also be included in the Project to improve
technical knowledge in this field. 
Finally, the Project would-provide
for technical services, training, Project monitoring and evaluation, and
for future project preparation. AID financing would be limited to equipment and supporting services for the Northeast Province rangeland development ($5.3 million), cattle purchases for a portion of the ranching program
($4.1 million) and a meat processing feasibility st. iu,($200,000).
 

F. Project Purpose:
 

meet 
To increase the quantity and quality cf livestock production togrowing domestic demand and to earn f<'reign exchange through exports
of livestock and livestock products. 
In ,o
doing, the total Project will
directly benefit pastoralists and other imall cattle owners and wage
employees on commercial and company x-dnches, in meat marketing, wildlife
and range water development. In addition, higher prices for beef (an
undertaking negotiated b'tween IDA and GOK) would transfer income directly
from relatively prosperous urban consumers to the lower income rural
producer The AID portion of the Project will contribute significantly tothe conservation of Northeast Province rangeland as well as result in
higher incomes for beneficiaries of the range and ranch development programs
through increased livestock production.
 

G. Bkound: 
The proposed Project, coordinated by the IBRD and based on thefindings of an IDA appraisal mission to Kenya in October-November 1972,
builds on and expands the scope of the First Livestock Project, initiated
in 1968, which had as its principle objectives the increase of beef
production by providing credit for ranching enterprises, establishing
livestock marketing facilities, rangeland development and disease control.
External financing of the First Project was provided by joint IDA and SIDA
(Sweden) funding ($3.6 million each).
 

AID, since 1970, has been providing grant-fuMed technical assistance
which is closely-tied to the IDA/SIDA First Livestock Project.
AID has assisted successful In particularefforts to improvedevelopment in range management and watera pilot area of northeastfiscal iim-oviments the operations 
Kenya and in making management andin of the Agricultural Finance Corporation(AM). 'Technical assistance being provided under the National Range and

* 14 million acres in Northeast Province. and 3 millionDis tric t. acres in .Iiolo .. ,. 
 .
 



Ranch Development Project, approved by AID in June 1972, will be an
 
essential part of the Second Livestock Project. 
 The proposed loan is
 
vieved as a means of responding to a recognized priority need of the
 
00K and of cplementing AID's 
technical assistance efforts in livestock. 

H. Rx-Im Bank Clearancel
 

Clarance received. 

I* Countr Team: 

The Count.y Team strongly endorses this project. 

J. Statutory Checklist: 

Satiafied. See Annex I. 

K. Recommendation: 

Authorization of a -loannot to exceed $9.6 million to finance
 
foreign exchange and a portion of the local costs associated with ranch
 
and rangeland development and a meat processing feasibility study. 

PROJECT COK4ITTEE: 

REDSO/1A 

Loan Officer Bruce Odell
 
Agricultural Economist Marcus Winter
 
Livestock Advisor David Schaer
 
Engineer David Gephart

General Counsel William Jones
 

USAID/Kenya
 

Project Manager LeRoy Hoffarth
 
Program Officer Dale Pfeiffer
 

Project Officer Robert Bell
 
Assistant Project Officer Wayne King

Livestock Advisor Frank Abercrombie 
Desk Officer Thomas O'Keefe
 
Engineer Alan Pitcher
 
General Counsel Rodney Johnson
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AID-DLC/P-2o24 
April 19T4, 

II. INTRODUCTION AND PROJECT RATIONALE 

A. Baokground to the Project
 

Kenya is rapidly developing country with an average annual rateof increase in 'the Gross Domestic Product (GDP) in real terms for thepast eight years of over 6.5%. 
While exports (recently over 25% of GDP)have risen steadily, the demand for imports is high, 
even under government
control, with the result of a 
deteriorated trade balance. 
This has
necessitated zubstantial inputs of concessional foreign assistance to
maintain the economy's momentum. 
(See Annex IV.)
 

While agriculture accounts for 31% of GDP, livestockc production
represents only a small proportion of this. 
 With four/fifth's of Kenya
In rangeland, and an estimated natlonal cattle population of'9,000,000,
considerable potential exists to further develop the livestock and
associated wildlife subsectors.
 

Most of the international donor agencies active in Kenya have
recognized livestock as a major national resource for some time. 
A.I.D.
has taken a very specific role since 1970 with its grant-funded
technical assistance. Assistance through FY 82 under the National Range
and Ranch Development Project as presently programmed, will approach
$5 million to;al. 
Present and planned A.I.D. assistance to Kenya takes
cognizance of the historical experience and existing capabilities of the
United States in the livestock field; 
 U.S. Department of Agriculture
under PASA is currently providing experts from the Forestry Service
who have dealt for years with problems similar to the Kenya context.
 

The World Bank, through its IDA subsidiary, it the largest
donor, both to the livestock sector and for all aspects of Kenya
development. 
IDA initiated its involvement in livestock in 1968
together with Sweden with the Phase I project. 
Contributions were
$3.6 million each from IDA and Sweden (63%) and $2.1 million equivalent
(37%) from the 00K principally as well as benefitted farmers/ranchers.
With minor exceptions, funds were channeled through the Agricultural
Finance Corporation (AFC) which was given organization'and management
responsibility for the joint project. 
/
 

The Ph-se I project was not without its problems: delays in
land adjudication, lack of qualified staff, and AFC organization. 
IDA
does, however, consider the Phase I effort to have been a success,
having broken new ground in making credit available to pastoralists and
small herd owners and encouraging the Kenya Government (GOK) to prepare
a larger and more comprehensive Phase II project. 
Funds under Phase I
were fully committed one year ago and are virtually fully disbursed.
 

_/ The AFC Gengral Manager and the head of its Ranch Section during this
period were American experts funded by A.I.D.-grant assistance.post of General Managei. .-s subsequently Kenyanized. 
The 
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MDA fielded an Appraisal Mission in 0otober - November, 1972 to 
oonsider the feasibility of follow-on assistance. The USAID/Kenya project
 
manager for the NRRD project participated in the Mission as a consultant.
 
On the basis of the potential findings of the Appraisal Report, IDA
 
solicited participation in joint or parallel financing for Phase II from
 
Canada (CIDA), United Kingdom, and the United States, and negotiated a 
loan agreement (subject to IDA Board approval) in July, 1973. OK 
formally requeated A.I.D. assistance in its application for a $10 million 
loan dated April 21, 1973. 

B. Project Rationale 

1. General 

The principal recommendation in the IBRD'S Basic Economic Report
 
on Kenya (Jariuary 1974) is that to achieve rapid growth while at the same
 
time increasing employment and incomes, there must be a significant change
 
in Kenya's recent pattern of growth which has been impressive in macro
economic terms but which has not been accompanied by significant gains in 
income distribution and employment creation. To this end, the Bank 
recommends a progressive shift toward export promotion with greater emphasis
 
on agriculture where Kenya has a comparative advantage and on related
 
processing industries. The Second Livestock Development Project with its
 
focus on increasing livestock production (particularly by low-income
 
producers) is consistent with this strategy. Further, as an important
 
catalyst to increasing the amount of quality beef available for export
 
as well as to eliminating a system which currently subsidizes higher
 
income urban dwellers with low cost beef at the expense of greater return
 
to rural producers, the Bank has negotiated an agreement with the GOK
 
for removal of all price controls on beef over a three-year period.
 

The functional element of the overall Phase I project is
 
discussed in more detail in Section III below. Basically, the Second
 
Project would assist ranch development, range water development, livestock
 

marketing and wildlife conservation. These efforts seek to address
 
certain basic aims, many of which have already been well stated in the
 
PROP for NBRD (Project 63.5-11-190-157) dated April, 1972.
 

First, from the standpoint of economics alone, Phase II
 
livestock development should yield significant incremental foreign
 
exchange, either directly through export of premium beef to European
 
and other wealthy markets or indirectly through provisioning of the fast
 
growing (but demanding) tourism market within country. IDA estimates
 
the net foreigr exchange generated by the Project at maturity in the
 
mid 1980's at $7 million annually; while A.I.D.'s estimates of FX earnings
 
potential are somewhat more conservative due to an assumption of higher 
domestic demand for beef, the net effect to Kenya's trade and payment 
balance will be positive. 
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A senond set Of aims is the improved economic well beingof individual Kenyans, mostly at or the bottom ofnear the development"ladder." Phase II seeks to benefit the consumer by providing more
animal protein at fair prices and stable supply through both an absolute
increase in beef, sheep and goat production and pricing policies which
will stimulate efficient production of quality poultry and pork alternatives. Employment in allied industries 
-- marketing, feedlots, slaughter,
and exporting -- will be created with up to 5,000 permanent new jobs.
Even mors meaningfully, the incomes of approximately 50,000 persons on
AFC-assisted ranches and 42,400 pastoralists on open range with improved
water facilities and better access to markets will be significantly

increased as a result of Phase II. Together with the NRRD project, thisProject will markedly improve the ability of AFC and the Ministry ofAgriculture to respond to the small ranchers' and the isolated pastoralists'
need for more credit and technical guidance.
 

Finally, the Phase II project will help contribute to major
non-economic objectives of the GOK. 
First among these is to settle the
semi-nomads of the Northeast (Somalis) and the south (Masai) and bring
these pastoralists into the mainstream of the national life. 
 By providing

new water supplies and imp-oved rangeland, Kenya will be able to more
easily and efficiently provide other social infrastructure such as
schools and highways. A stable, prospering population -- while not really
quantifiable in economic terms 
 will have the added benefit of providing
better national integrityin Kenya's border areas. 
 Another aim of the Project
with both "social" and economic implications is long-term conservation of
Kenya's invaluable wildlife resource. 
A discreet element of the Project
will improve and/or expand three major national parks as well as establish
 
a wildlife/livestock monitoring unit to collect baseline data and indicate
future policy requirements. 
In this way it is felt that the inherent

competition between wildlife and livestock can be kept in balance,

essentially to the benefit of the wildlife.
 

2. A.I.D.-Financed Project Components
 

A.I.D.'s financing will be limited to development of the
Northeast Province rangeland and a portion of the credit program for

ranch investment. Total range areas (including location of proposed

ranches) occupy 122 million acres or more than 80 percent of Kenya's

land area. 
The entire grazing area has a population of approximately

1.5 million, most of whom are pastoralists or semi-pastoralists

subsisting outside the monetized economy.
 

Only a small area of the rangeland has been developed bycommercial ranchers; the great proportion of all grazing lands has lagged.
far behind in technical and social advances. Mismanagement, over
grazing and lack of water development and roads have led to rangedeterioration through bush encroachment and overstocking. Further,combination of slow maturing, poor quality animals, 

the 
high mortality

rates, poor animal husbandry and range management practices have
resulted in low quality, quantity and value of production. In this

situation, tha GOK has recognized the urgent need for range and
water development. 
'1'he pilot project undertaken in 1970 with A.I.D.
 



technical assistance and focussed in one section of the Northeast
Province has achieved considerable success and gives much promisefor extending the program during this phase to the balance of thoNortheast Province. A. I.D. -financed technicians (range planners,
agricultural engineers and hydrogeologists) have 
also been assistingin planning for range development in the areas where group and commercial
ranches are being established.
 

The range areas' options for alternative utilization are
extremely limited. 
Development means range and water improvement, which
in turn, means increasing livestock outputs. 
Such development will not
only increase cash incomes of the pastoral and ranch people but also will
improve nutritional levels because the food supply for these people comes
largely from their livestock. 
As a "bonus," the .building of access roads
and "tracks" In the grazing blocks will be of considerable benefit to
communication and social development.
 

The pastoral people targeted by the A.I.D. Prolect arA
the Masai in the rameoing areas and the Somaliss in the Northeast
Province. Indications are that these people are receptive to the develop
ment programs proposed.
 

Because the Masai remain so independent on their cattle, the
group-type ranch is being formed where land and financing transactions
can be arranged on a large scale, as a group, with each family retaining
individual ownership of its cattle. 
 The experience with the Masai group
ranches in Kajiado District during the initial phase of the Livestcrc
Development Project demonstrates their acceptance of dipping programs,
kormal land tenures, need to improve their herds through the purchase
of better bulls, planned sales of steers and nulling of unproductive
ani Is. 

Somali understanding anid acceptance of the Northeast
range management program has so far been excellent, primarily, one must
assume, because -followingextensive study of the area, the grazing system
has been fitted as nearly as possible to existing cultural and grazing
practices and the grazing blocks defined in terms of tribal distribution.
In addition, extensive effort has been made and will continue to be stressed
with respect to acquainting the Somalis with the system and its benefits
both with classroom instruction at the Giriftu Pastoral Training Center
and through constant contact by the Block Managers.
 

C. Borrower
 

The Borrower will be the Government of the Republic of Kenya,
acting through its Treasury. 
In the case of the Northeast Province range
development sub-project to be financed under the A.I.D. loan, the
Ministry of Agriculture's Water and Range Management Divisions will serve
as the implemenOIng agencies. The portion of the A.I.D. loan to be usedfor ranch development will be subloaned through the Agricultural Finance 
Corporation. 



EU. Prolect 

A. General Description of 76tal Project: 

The Second Livestock Development Project is a broadly-based
 
integrated sub-sector program intended to increase beef 
production 
in Kenya over five years through ranch and range development and the
 
general improvement of 
essential prdduation and marketing infrastructure.
 
It would also provide for wildlife conservation and development. The
 
following elements would be included in the five-year. Project:
 

1. Ranch and Feedlot Development 

a. Extension of credit through the Agricultural Finance 
Corporation for development of about 60 group ranches,
 
100 commercial ranches and 21 company and cooperative ranches;
 
to be financed jointly by IDA and AID. See Section B2 
below for further detail. 

b. Development of three feedlots outside the disease-free 
zone with a capacity of 1600 head in yards and additionalan 
1600 head on improved pastures; to be financed by IDA through 
the AFC. 

2. Ranaeland Development
 

Development of approximately 14 million acresof communal 
grazing land in the Northeast Province (AID financing) and about 
3 million acres in Isiolo District (Canadian financing) through 
provision of water facilities and access roads. More detail on
 
development of the Northeast Province is provided in Section Bl 

3. Liveastock Marketing
 

To address the problem of inadequate marketing facilities for
 
cattle from the rangeland areasp the Project, with U.K. financing,
 
would develop 5 large (capacity 500 head a day) and 26 small (capacity

200 head a day) cattle markets on existing or new holding grounds.

It would also develop three small markets for sheep and goats. The
 
Project would provide pens, simple livestock handling facilities,
 
office building, stores, water facilities and weighbridges. The
 
Project would develop about 30 new holding grounds with total area 
about 200,000 ha. These would range in size from about 80 to 35,000 
ha and would be located at strategic points on the existing stock 
route network. 
The Project would provide for bush clearing, boreholes,
 
storage tanks, water points and stock handling facileties. Financing 
would also cover two veterinary laboratories, two stmll boat jetties
veh/iles and operating costs for three years. The Project would 
provide 5 cattle trailers (72 head/train) and 10 cattle trucks (32
,ead/truk) and 12 pick-up trucks over three years. Cattle trailers 
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would be used to transport cattle from the Northeast and the cattle
trucks vainly for transporting cattle from Kajiado and Narok districts,
All markets, stock routes, holding grounds and transport equipment

will be owned and operated by 
 IND. (See Annex V for a discussion oflivestock marketing in Kenya.)
 
4. Wildlife
 

a. 
Amboseli and Masai Hara Park Development. Because of its
rich wildlife resources and its potential as a teurist resort,
the Government will convert Amboseli reservegame to a national
park and extend the Hasai Mara reserve. As certain areas would
be reserved solely for wildlife, the result would be that cattle
 
owners would be deprived of dry season water supplies. The
 
Project with GOK and IDA financing would compensate for these
 
restrictions on livestock movement by providing water from
 
present sources within the reserves to surrounding areas. Basic

inputs would be 90 km of water pipelines, 220 water tanks,

pumping equipment, vehicles, and operating costs for four years,

Uvder the land adjudication program, the rang&lands in the
 
vicinity of the Same reserves are rapidly being developed for

beef production. Wildlife in these areaswould be endangered

unless the cattle owners agree toallow the unrestricted move
ment of the game across the cattle ranches. The Government has

agreed that cattle owners on group ranches in the Amboseli and

Masei Mara ecosystems should share in the revenues from game.
 

b. Nairobi Park Development. 
Nairobi Park is to be extended to
 
include an additional 350 km 
within the park boundary. This

extension would establish the park boundary, thus making live
stock development within and around the boundary feasible. 
Some
ot this area to be included has already been adjudicated and a
 
group ranch formed. As compensation for allowing the ranch area
to be utilized as a park as well as 
for cattle production, agree
ment has been reached whereby part of the fees collected by the

park would be paid to the group ranch members. Project invest
menus in entry gates, roads, game barriers, staff housing and
 
vehicles would complete the development of the park and the
 
demarcation of these wildlife and livestock-areas.
 

5. Census and Monitoring Unit. With Canadian financing, the Project

would establish a census and monitoring unit to provide up-to-date
baseline data on wildlife, livestock, and cultivation in pastoral areas.

Information would then be available for identification of livestock
 
developmant areas together with the ability to asseas possible conflict
with wildlife population. Items provided would include an initial

aerial survey, one aircraft for monitoring, vehicles, weather equip
ment, a senior scientist and supporting personnel. The Game Department

of the Ministry of Tourism and Wildlife would be responsible for carrying
out the wildlife component of the Project, including provision for census
 
and monitoring.
 



7
 

6. 'rchlcal Services 

Technical. services to be provided under the Project would
 
include:
 

a. Livestock Marketing Division. Supplemental supporting
staff (i.e. a senior buyer, a transport officer, five
saineance supervisors, and an accountant) and operat,(ng 
expenses for three years. (U.K. financing) 

b.. Agricultural Iinance Corporation. A Kenyan counterpart
 
for Head of AFC Ranch Section, three accountants, fourteen
 
livestock/credit officers and other supporting staff to meet
 
the-operational needs of the Project. (IDA financitxi). See
 
Section VIIA for technical assistance presently beitig 
provided by AID.
 

c. Meat Processing. Technical services (consultants) to assist
 
the Government in carrying out a study of meat processing in
 
Kenya. (AID financing)
 

d. Veterinary Services. A pleuropneumonia mobile testing unit
 
housing, vehicles and field equipment, three veterinary officers,

supporting staff and operating expenses. (IDA financing)
 

e. Training. Training (four 2-year overseas fellowships) for
 
technical staff and provision for study tours or consultancy

for disease control. (IDA financing)
 

f. Project Coordination Unit. This Unit has already been
 
established in the Ministry of Agriculture to coordinate and
 
supervised Project operations. Under the directions of a
 
Project Director, Assistant Project Director and supporting

staff, it has responsibility for ensuring that Project-related

investigational work, Project evaluation, and monitoring are
 
carried out. (IDA financing)
 

g. Equipment Management and Maintenance. Four Technicians 
for management and maintenance of equipment to be used for 
Northeast development (AID financing) See Section iv for 
details.
 

7. Operating Expenses and Working Capital
 

The Project would include incremental working capital require
meants for ranch development, based upon 100Z of steer purchases and 
50X of operating costs for the initial one to three years of develop
ment. The Project would also cover: LD incremental operating costs 
for the first year, excluding technical services and cattle purhisss
the first four years of operating costs for wildlife 
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development, range water development, veterinary services; and 
Incremental operating costs incurred by AFC under the Project. 
Rm .of these Is treated as a development cost while necessary 
expertise is built up. 

Financing of Project costs would be shared in the following
 
amounts and proportion;s (million of dollars): 

Private 
Project Benefi- Govern- ------------ Foreign Credits--------- ) 

Component ciaries Z ment z IDA U.S. Canada U.K. Total % Tota: 

Ranch
 
Development 6.3 .0 3.17 10 18.53 4.10 22.63 70 3.1
 

Range Water 
Development
 
Isiolo District .26 27 .70 .70 73 .96
 
Northeast Pro- 2.50 32 5.30 5.30 68 7.80
 

vince
 

Livestock
 
Marketing 1.27 30 2.90 2.91 7- 4.17
 

Kenya Meat
 
Commission .20 .20 .20
 

Wildlife
 
Censusing and
 
Monitoring .34 36 .60 60 .60 64 .94
 
Nairobi, Amboseli and
 
Masai Mara Parks .54 30 1.26 1.26 70 1.80
 

Veterinary
 
Services .16 30 .39 .39 70 .55
 

Research and
 
Technical Services .16 30 .40 .40 70 .56
 

Project Coordinp
tion Unit - .22 .22 100 .9 

kFC .32 31 .70 .70 69 1.02
 

6.3 13 8.72 17% 21.50 9.60 1.30 2.90 35.30 70 50.32
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B.. Description of Project Component, Proposed for A.I.D. F1inAncing 

1. Rangeland Development (Northeast Province) 

a. Background~ (Annex VI) 

The 'NortheasternProvince, with a surface area of about
31.3 million acres, comprises 21 percent of Kenya's total area. 
It is
mostly semi-desert country suitable only for grazing. 
The southern
extremity of the Province receives nearly 25 inches of rainfall, but the
bulk of the Province i6 arid to semi-arid, with annual rainfall of only
10 to 15 inches. 
Normal weather in the Province provides two wet seasons
and two dry seasons annually. 
Each wet-dry weather cycle is normally
sufficient to permit forage plants to develop and mature, although almost
a total failure of rains in one season and occasionally of both may be
experienced causing periodic drought, especially in small local areas.
Narrow front thunder showers often occur which produce rapid runoff which
must be captured to avoid loss.
 

The topography is mostly flat with elevation ranging from
less than 600 feet to about 1,600 feet. Daily-maximum temperatures are
usually in the high 80's or low 90's. 
The people living in the Province
(pastoralists, mostly of Somali origin) depend almost entirely on livestock
for their livelihood. 
The Province presently contains approximately 600,00
cattle (zebu type), 176,000 camels, 163,000 sheep and goats, and 135,000

donkeys.
 

In June 1970, a detailed development plan for approximate13
1.8 million acres of the N.E. Province was completed by the Kenya MVistryof Agriculture and a USAID Range Develozpment (Water) Project team. -'That area corresponds to grazing blocksJ 1, 2, and 3 in the Northeast
Province (NEP). 
This area served as the pilot area and was completed in
1973. 
The pilot study was supplennted in 1971 with plans for completing
range (-velopment on approximately 15 million acres. in the Northeast
 
Province.
 

b. Range Management
 

Northeast rangelands are the principal source of
immatures for fattening elsewhere in Kenya. 
With minimum water, grazing
development and appropriate lariagement, previous experience indicates that
carrying capacity can be increased from 89 acres/AUY,to about 40 acres/AUY,
where an AUY in defined as an 800 pound cow or equivalent whose daily forage
requirement is 20 pounds air dry weight and water requirement is 8 U.S.gallons per day. 
 Under this project cattle numbers in the benefited aritas
are projected to increase from 212,980 to 352,882 in year 20.
 

_/ Development.Plan and Feasibility Study on a.Pilot Range Development
Project, Northeast Province, Kenya, 1970 

g/ Grasing bloOks are in effect managemenz units baa 
on rorage,topographio and hydrologic features and designed~o; a tribaldistribution mid local needs to the fullest extent psib,... 
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The current land-use pattern by cattle is "water oriented";
with the nomadic herdsmen following the rain with their cattle during the
rairW season and retreating back to the seriously depleted ranges adjacent
to the widely separated permanent water sources for the duration of the
dry season. With the implementation of planned water developnent, and good 
range management, stabilized livestock production is possible.
 

The range development plan for the Northeast Province is

based on locating water points within reasonable distance to areas producing
suitable livestok forage and in sufficient amounts to maintain cattle
 
herds in balance with the forage supply. 
The type and location of water

points are keyed to the grazing scheme to be used and are planned to minimize
the need for enforued movement of cattle from pasture to pasture (Annex VI). 

Permanent water facilities consisting of .eitherboreholes
 
or large (5 million gallon) and medium (3 million gallon) reservoirs
 
will be construced on a grid of approximately 15 miles, with smaller
 
temporary reservoirs (0.5 million gallon) interspersed. Large and medium
 
reservoirs will be located in pastures to be grazed primarily during dry

season. They will be constructed to collect and store sufficient water 
through the preceding twelve to fifteen months period to normally provide

adequate livestock water for the full cattle stocking schedule for the
 
pasture during the season it is schedUled for use in the grazing treatment
 
sequence. 
These pans are planned to supply adequate water within a
 
reasonable distance of suitable quality and quantity forage to provide
 
up to about 150 days grazing when necessary. Small (temporary) reservoirs
 
will be located in pastures designated principally for wet season grazing,

during and immediately following the rainy seasons. 
These reservoirs

will be constructed for the purpose of storing sufficient water to 
normally provide for the full cattle numbers scheduled for the designated

pasture during the rainy season and for six weeks or more following the
 
rain. 

Management of the range will be based on a rest/rotation

grazing scheme. Under this scheme, each grazing block is divided into
 
eight pastures with six of the eight pastures scheduled to be grazed
 
some time during each wet-dry season cycle. On average, three pastures
 
are grazed during the wet season and three during the dry season. Usually
 
'.wo pastures (one wet and one dry season pasture) are rested throughout
each wet-dry cycle. 
This system, combined with the proper placement of
 
water points, is designed to control "where" and "when" grazing occurs,

thus providing sufficient deferment and rest for range forage to maintain
 
its health and productivity. 

The expectation for effective range management which 
underlies this project is based in large part on having designed the
grazing blocks and the grazing scheme to fit as nearly as possible with
tribal distribution and what is *gown of the sooio-cultural needs and
behavior of the Somali herdsmen. Careful attention is also being given 

The development plan for the area reflects, for example, the findings

of a 1969 O0K-sponsored study by Dr. Robert J. Chambers of the social
 
structure, relationship and outlook of herdsmen living in the
 
Northeast, Province.
 



to acquainting herdamen with the grazing and range management schemes.
All of the chiefs and sub-chiefs as well as a number of individual
livestock owners in the pilot area received a week's training at the
Giriftu Pastoral Training Center. 
Similar training is being given to
people in those areas now proposed for development. Furthe)r, each block
will be assigned a trained range manager responsible for carrying out the
block management plan. 
The Block Manager will work closely with the
livestock owners to promote their understanding and acceptance of the
plan. 
Finally, as each block's water facilities are completed, the
Range Management Division will have these blocks declared control areas
under the Klayan'Agricultural Code.
 

2. Rench Development (AFC)
 

a. Rtaohing Enterprises
 

Vith jolnt external f-nancin from IDA ($18 .5'million) ahd
A.I.D. ($4.1 million),/NS *eY.pJe~eOVfhree types of ranches
through the Agricultural Finance Corporation (AFC).
 

1. Group ranches are enterprises in which 50 to 100
families collectively hold title to land, maintain agreed stocing
levels, market surplus in rotation, and yet continue to own their
livestock as individuals. 
Debt liability and loan servicing is a group
function; repayment is affected by a "per head of cattle" charge to
individual cattle owners for services rendered by the group. 
Profit
sharing to members is based on the sale of their own animals minus
collections for loan servicing. 
The Project would finance about 60 group
ranches located mainly in Kajiado, Narok and Samburu districts. They would
be established on trust land which in the past was communally grazed, but
which is currently being adjudicated and ownership vested in groups or
individuals, 
The average size would be about 16,000 ha (39,520 acres)
but a considerable range in size Is expected depending on ecological and
other local conditions. 
 On the ranches the carrying capacity of the
rangeland would be increased from about 2,500 animal units to about 3,500
animal units at full development. 
Breedirg and fattening operations would
be carried out. The main investment items on these and the company and
cooperative ranches discussed below would include water development,
firebreaks, farm roads, stock dipping and handling facilities, workmen's
housing, farm equipment, breeding stock, steers and incremental working
capital. 
To avoid potential Code 935 procurement problems the use of A.I.D.
funds would be limited to the local cost purchase of cattle. Average
investment per ranch would be about Ksh 1.0 million ($140,000).
 

Since group ranching by definition involves an effort
to staibilize traditonally nomadic pastoralists, it will undoubtedly be
the most difficult portion of the ranching project to implement. AFC is
very much awarm of this fact and is counting heavily on experience gained
under Phase I with group ranching as well as the establishment of a specialunit for handling group ranch loans to meet its target of extending creditto 60 group ranches under this project. 
While no difficulty is anticipated
in establishing the desired number of ranches (51 new group ranches have
already been formed and registere), AFC expects to spend considerable staff
 
Group members have been identified, land has been adjudoated,and the grouphas been organised into a corporate body with pomr to a6Oep t 1w
conduat business'enterprises. 

A d 
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time working with the~group ranch leaders, acquainting them with
 
credit concepts where necessary, setting up books and maintaining
 
records, preparing credit applications, etc. Additional technical
 
assistance will be forthcoming from the Range Management and Water
 
Departments. Planning and design of water development will-be provided
 
free of oharge by the Range Water Division.
 

2. Company ranches are enterprises in which land is
 
leased from the Government or County Councils and prospective shareholders
 
put up cattle or a cash equivalent for shares. Animals are collectively
 
owned and profits shared according to established agreement. Cooperative
 
ranches are similar in nature except that they may utilize trust lands.
 

The Project would finance the development of 21 company/cooperative ranches
 
on rangeland in Taita, Tana, Kwali and Kilifi districts. The average ranch
 
size would be about 28,000 ha (69,160 acres) at full development. Average
 
investment per ranch would be about Ksh 1.7 million ($240,000). It is
 
expected that each company ranch will have at least 50 shareholders.
 

3. Commercial ranches are owned by several individuals
 
or a company (typically made up of 200 to 500 small farmer shareholders) on
 
freehold land or leasehold. The Project would finance the development of
 

about 100 commercial ranches located in Nakuru, Laikipia, Nyandarua and
 
Machakos districts. Although a considerable range in size is expected,
 
the average ranch would be about 3,500 ha (8,645 acres). Although
 
development of these ranches is already relatively advanced, project funds
 
would provide for further development; the main items financed would
 
include water and stoek handling facilities, breeding stock, steers and
 
incremental working capital. The average investment per ranch would be
 
about Ksh 0.9 million ($125,000).
 

Project description to be incorporated as part of the
 
A.I.D. and IDA credit agreements will specifically call for the development
 
of the number of ranches described above, i.e., 60 group ranches, 21 company
 
and cooperative ranches and 100 commercial ranches. It is expected that
 
cooperation between and close monitoring by A.I.D. and IDA will assure that
 
AFC funds are not bo,,ing disbursed for the relatively easier to develop
 
commercial ranches to the detriment of group and company ranches.
 

b. Agricultural Finance Corporation (AFC)
 

Established in 1963 and operating as a government owned
 

corporation responsible to the Office of the President, AFC provides
 
medium and long-torm secured credit for agricultural development. Itv
 
financing is provided mainly by the Government in the form of irredeemable
 
and redeemable capital, the latter being onlent to AFC by the Government.
 
Funds provided under this Project, including the GOK's contribution, would
 
be onlent to AFC for 20 years including a 5-year grace period at an interest
 
rate of three percent per annum. These funds would be subluaned through
 
AFC's Ranch Section at AFC's current lending rate of 8 percent per annum
 
for a period not to exceed 10 years including a,three-year grace period.
 
The Project schedule calls for commitment of all AFC funds in three years,
 
with disbursements taking place over five years.
 



13 
Ov(r the .past several years, A.I.D. has providedconsiderable tenhnlcal assintance to AFC including financing of its
(Jul''al M-guu'J, und flulwh iJection hfead from 1968Provision of a senior credit 

to 1973 and the current
specialist attached to the Ranch Section.Additional managerial, accounting and technical staff will be provided
under this Project with IDA financing.
 

.For a 
 full discussion of AFC's operations, including
finanojal statements, see Annex X. 

3. Meat Processing Study 

To assist the GOK in determining a strategy for the meatprocessing industry in Kenya and to review the number, location and
size of processing plants, projected benefits in livestock movement,
disease control and producer prices, the Project, With A.I.D. financing,
will provide for the carrying out of a comprehensive meat processing study.
The terms of reference for the study as well as selection of the consultant
will be coordinated closely with IDA and the GOK. 
It is expected that
arrangements will be made for the study within one year of execution of a
loan agreement.
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IT. 1ODM11NG ANALYSIS 

A. Northeast Proje't
 

For development of approximately 14 million acres of grazing
 
land in the Northeast Province the project includes financing for the.
 
following elements during the four-year construction period: (1) purchase
 
of earthmoving equipment and related support vehicles for the force account
 
construction of water reservoirs and access roads (tracks), (2) contract
 
drilling and development of boreholes, (3) equipment operation and main
tenance costs, including POL and other recurrent costs, (4) purchase of
 
maintenance equipment and spare parts, (5) operation and equipping of 
range management personnel, (6) provision of staff housing for range 
officers, and (7) technical assistance personnel for equipment management 
and maintenance. The proposed A.I.D. loan will finance the foreign exchange 
costs associated with equipment purchase and technical assistance, and the
 
local costs of POL and a portion of the borehole development expense, all
 
other items will be financed by the GOK. 

During Phase I of the Northeast Province range development program,
 
grazing blocks 1 thru 3 (approximately 1,408,000 acres) were developed
 
with IDA financing as a pilot project in accordance with the plans and
 
design set forth in the A.I.D.-financed "Development Plans and Feasibility
 
Study on Pilot Range Development Proj'ct, Northeast Province, Kenya"
 
(Mass Study). Although additional blocks (4 through 8) were also scheduled
 
for development during Phase I, funding shortages limited development beyond
 
the pilot area to roughly 50 percent of block 4. Thus Phase II, which
 
originally was scheduled to start with block 9, has been expanded to includc
 
those blocks not completed under Phase I, i.e., the balance of 4 plus 5
 
through 8. Blocks and acreages to be developed during Phase II (the proposed
 
project) are as follows: 

Block No. Name Net Area Size (Acres) / 

.4 Buna 576,003 
5 
6 

Tarbaj 
Lak Dera 

1,792,000 
1,984,000 

7 Lak Dims 2,048,000 
8 Dadaag 1,280,000 
9 Giriftu 1,600,000 

10 Waju 2,176,000 
11 Dif 1,472,000 
15 Takaba 1, o408,000 

14,336,000 

fBlocks 12, 13 and 14 have been deferred for later development
 
pursuant to G0K priorities.
 

_/ Block acreage counts do not necessarily agree with those in Mass Report
 
due to boundary redefinition following further study and reconnaissance.
 

/ Equivalent to approximately 50 percent of total acreage, half of the
 
block having been developed under Phase I.
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Development of these blocks will follow the design outlined inthe Masa Study and will consist of establishing minimal infrastructure
facilities - primarily permanent and temporary watering points and 
boundary/aoceas roads. 
 (See Section III A for a discussion of the,

relationship of water to rang management.) 

1.1 Planning and Implementation 

The A.I.D. grant-financedPASA team, consisting of a
Range Management Advisor, an Agriculture Engineer and a Hydrogeologist,
 
are assigned to the Project, working with the Water Department and Range
Management Division in the Ministry of Agriculture. This team represents
a continuation of the technical assistance provided by A.LD. under the 
pilot project.
 

Working on site with their GOK counterparts and the local

Range and Water Survey Team and Provincial staff, the PASA team will
undertake all planning, design and implementation of the Range Water and

Range Management development required during 
the four-year construction
period. This includes responsibility for the preliminary engineering of
the block development plan, final design of block facilities, and

implementation of engineering requirements, i.e., 
inspection and
 
construction layout during the construction phase, using personnel

from the engineering section of the Water Department for field support.
 

Prior to actual construction, a management plan is prepared

by Range Management in conjunction with the Water Department for each

grazing block. 
This plan includes a physical description of the block
 
(location, size, topography, soil, climate, vegetation), a review of
the history, sociology and ecology of the block, an estimate of cur-rent
 
and potential car.rying capacity, a projection of development costs and

benefits, the grazing system formula and management controls to be
 
applied (including designation of wet and dry season pastures), correlation

with other uses of the block (wildlife, i routes and holding-grounds,

camel herding, etc.), an overall implementation schedule, a plan for

maintenance and procedures for executing plan revisions.
 

2. Construction
 

The order of work from year 1 to year 4 of the project would

follow a development plan for the timely implementation of required

infrastructure facilities in each block: 
 (a) road construction to
delineate grazing block boundary lines, (b) preliminary site investigations

for construction of water reservoirs and borehole development, (c) 
construc
tion of access roads to selected water sites, (d) construction of reservoirs

and/or (e) exploratory drilling for borehole development and/or contract

drilling for development of production wells, (f) installation of ancilliary

items, pump, tanks, troughs, gabions, fencing, (g) construction of
 
housing for range officers.
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a. Reservoir Design and Construction 

on a modificationDetailed reservoir design will be based 
the standard plan for the reservoir of the 

:or fitting to site conditions of 
designated size required in the development plan. Reservoirs will be of 

three basic sizes: (1) large - 5.0 million gallons or less, (2) medium 
- 0.5 million gallons or less,
3.0 million gallons or less, and (3) small 


Each reservoir will be sited on the basis of, atershed area, rainfall
 

potential and cub-surface ground conditions. The location and size of 

by the Range Management Division and willeach reservoir will be selected 

conform to the wet/dry season grazing system.
 

The proposed construction of 45 large, 24 medium and
 

160 small reservoirs is to be done by force account operation by the
 

Range Water B:anch of the Water Department, Ministry of Agric, 
ture,
 

known as a Dixey Univo Presentlyusing a designated spread of equipment 
Dixey Unit working the Northeast area. The

the Water Department has one 
for the pans is based on okberating this Dixey Unit

construction schedule 
to 4 of the project.
in grazing blocke 4, 5, 9, 10 and 15 during years 1 

be provided under the propc!ed loan and will beA new Dixie Unit will 
This new Dixey Unit
available on site during year 2 of the project. 


will start work in Block 6 and after completing work in this Block 
will
 

move to Blocks 7 and 11, through years 2 to 4 of the project.(Annex 
VII).
 

Projected pan construction work is based on past 
the Dixey Unit had the capability underperformance under Phase I, where 


optimum conditions of constructing 12 large pans or 20 medium or 60 small
 

pans per year. Allowing for delays due to logistical problems and net
 

available equipment operation time, it is expected that construction
 

can be completed with two Dixey Units during the four-year project 
period.
 

Large reservoirs, for example, will only be constructed where the
 _ 

watershed area is such that a system of crude drainage channels can
 

be constructed to collect the runoff necessary to fill the reservoir.
 

Temporary (small)rcservoirs will be placed so as to optimize the
 

chances for catching water from the "strip" rains common in the
 

Northeast.
 

The Dixey Unit, named for the originator under Phase I Livestock Project,
 

10 units of equipment capable of a self-contained
consists of 6 
construction capability of the type and size facility designated
 

A Dixey Unit would normally consist of: 3 motorized
for the Project. 

5 flatbed
 scrapers, 2 graders, 1 track dozer, 2 rubbertired pushers, 3 

trucks, 3 pickup trucks and maintenance support equipment. The Unit is 

designed for high mobility. 
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b. Borehole Drilling and Development 

The Water Department will contract for borehole

drilling, testing and development using competitive 
 bid procedures.

All planned borehole development during the four-year period of the
project will be completed in this manner. In addition, the Water
 
Department will provide, by force account operations, two borehole 
equipping tesms to build pump houses and watering troughs. Contract 
methods will be used to install storage tanks. Thirty-seven boreholes
 
are planned for drilling and equipping during the four-year period.

In addition, 11 existing boreholes will be equipped..
 

For borehole development, the ground water hydrogeologist,

using hydrogeologic studies and location requirements of the Range

Management Division, will site locations for borehole exploratory drilling

and borehole development for producing wells. Borehole logs will be
 
maintained by the contract driller, under monitoring by the ground water
hydrologist, and all data will become the property of the Water Department

and be maintained in permanent files.
 

Ancilliary design requirements for both reservoirs and
 
boreholes related to Gabion Construction, perimeter fences, pump
requirements, storage requirements and water troughs will be completed on
 
site by the Water Department.
 

c. Boundary and Access Roads (Tracks)
 

Each grazing block developed will require a minimum
 
amount of track construction comprising a low standard dry weather type

road with no permanent drainage structures or all-weather surfacing

materials. 
These roads require a minimal equipment time input and
 
engineering layout. The roads would be 12 
- 14 feet in width (width

of a dozer blade) and would follow the grazing block boundaries and section
divisions. These low standard roads would provide block and section

delineation, fire break control and access to watering points.
 

At present one track construction unit is available
 
(see Table 4, Annex VII) with the capability of construction and main
tonance of about 300 miles of track per year. Approximately 2,600 miles 
e1' new track will be constructed in blocks 4  11 and 15 under the
Plhse II Project. To meet these planned objectives one additional track 
unit will be purchased under the loan. 
The loan will also provide for
 
replacement of three to five pieces of equipment now assigned to the
 
existing track construction unit.
 

Track construction will be by Water Department force
 
account operations. Supervision (scheduling) of the unit will be the
 
responsibility bf the Range Management Division.
 



d. Pumps, Storage Tanks and Watering freugha for 
.arge Reservoirs 

Pollowing the construction of the.large pans it is
 
planned to concurrently install at ten of the sites small pumps, 5,000

gallon storage tanks and watering troughs. This work will be done by

torse account operations and coordinated between the Water Department
 
and Range Management.
 

e. Staff Housing
 

Fourteen grade 6, fifteen grade 8, and fourteen grade 9
 
staff houses will be constructed at the grazing block sites for range

management and other personnel. This housing, to be built to standard
 
GOK plans and specifications, will include 
 one-room houses constructed
 
near the middle of each grazing block to provide overnight quarters for

Block Managers and other government personnel while working in the
 
block, and houses of three to five rooms to serve as permanent quarters
 
for Block Managers.
 

3. Operation and Maintenance
 

a. Equipment
 

(1) Equipment Operation
 

On site equipment operation and camp support

requirements will be provided by GOK personnel. 
These personnel will be
 
under the jurisdiction of a camp Officer In Charge (0IC) responsible for
 
the overall camp establishment, administrative requirements and logisitical

support for day-to-day living. The availability of equipment operators,

mechanics and camp support personnel is not expected to present a problem

for operation of the additional Dixey Unit and Track Unit being procured.
 

(2) Equipment Maintenance
 

REDSO/USAID analysis, supported by assistance from a

short-term equipment specialist consultant, concluded that the following

maintenance inputs are necessary to assure operation and maintenance of
 
the construction units in such a way as to meet the project's four-year
 
construction schedule:
 

(a) Maintenance Equipment and Facilities
 

The Project will provide for the procurement

of the basic required shop Uglpr s intenance equipment necessary to

maintain both the existinJ/Te track unit equipment. The levels
 
of maintenance aupport are planned so that the field construction site.
 
has the capabilities of doing-first, second and third echelon maintenance.
 



In addt.tou, du,'hu ,ve1 or the pr,a miintensuice shop and warehouse will be constructed at Wajir to provide
for a permanent installation for: 
 1) first, second and third echelon
levels of reair for vehicles and equipment; 2) repair of the Ministry of
Agriculture vehicles and equipment moving throughout the Northeastern area;
3) limited stocking of fast-moving parts; 4) a back-up facility to support
the construction site operations; 5) temporary storage of POL, equipment

and other required project items.
 

The warehouse will be of a simple design using
locally available construction material and will be of the least size
necessary to meet.the above requirements. 
Design and construction of the
shop and warehouse will be the responsibility of the Water Department.
 

Operation of the shop at Wajir will not require
more than five GOK personnel. 
These personnel would be under supervision
of the equipmerat specialist assigned as part of the technical assistance
input to the project (see below). 
 The equipment specialist would have
.the responsibility of supervising and performing repair on equipment and

vehicles operating in the Northeast -areaon the livestock project including

Water Department, Range Management hnd Livestock Marketing Division vehicles
 

Additionally the equipment specialist would assist
in the flow and acquisition of spare parts as required at the Dixey Unit

and Track Unit construction sites.i A small stocking of spare parts would
be held at this shop and the shop would function as a drop point for
required spares coming in from the Nairobi area.
 

b. Spare parts
 

The Project will finance the 
costs of spare parts over
the four-year Project period for both the existing equipment of U.S.
 uource and origin and the proposed iequipment. Three methods are
 
proposed for spare parts procuremeot.
 

1. At, the. time of procurement of -new equipment, themanufacturer will provide a listing of fast-moving items. 
 A small
percentage (5%) of equipment acquisition costs will be utilized to procure

these items.
 

2. A spare parts procurement contract will be executed
between the GOK and in-country local equipment .dealers to supply spare
 
parts on an "as needed" basis for U.S. source and origin equipment
operating on site.
 

3. Spare parts will be procured through a U.S. wholesale
 
parts supplier for "as needed" parts that are not available under methods
(1) and (2) durirg years 2, 3, and 4 of the Project. It is not contem
plated that spare parts will be procured by large lot orders on a
competitive bid basis for warehouse stocking.
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c. Technical Assistance 

It was determined from on-site inspections and 
discussions with the OK that the Project requires technical assistance
 
to assure adequate equipment maintenance and utilization; to establish
 
and operate the proposed District Maintenance Shop at Wajir; and to
 
establish and implement an adequate spare parts logistical system
 
between the Nairobi source and the site of operations in the Northeast.
 
It is therefore proposed that:
 

(1) Two equipment technicians (Master Mechanics) on a
 
OK direct-hire basis for assignment to each Dixey Unit be recruited
 
for the Project. The first man would arrive during year one of the
 
Project to work with the existing Dixey Unit and the second man would
 
arrive during year two to work with the new Dixey Unit. 

(2) A Master Mechanic/Shop Technician on a GOK direct
hire basis would be recruited during year two to operate and manage the 
Wajir District shop. The technician's arrival would coincide with the
 
arrival of the shop tools being procured under the loan. 

(3) A spare parts/warehouse technician on a GOK direct
hire basis would te brought on to the Project during year one to expedite
 
and implement purchasing of spare parts and POL and supplying the warehouse
 
and construction sites in the Northeast area.
 

d. Infrastructure - Operation and Maintenance
 

The Water DeparLment Is responsible for the actual
 
maintenance of reservoirs, boreholes and rangL tracks as these infra
structure units are developed for the Project. The Range Management
 
Division is respcnsible for selecting which structures need maintenance.
 
G0K plans call for eventual implementation of user charge to pay for
 
operation and maintenance of water facilities.
 

(1) Boreholes. Borehole operation (daily pumping and
 
cattle watering) will be done by locally trained operators under the
 
supervision of Water Department personnel. The Range Management Division,
 
however, is responsible for determining when and which boreholes to operate.
 

(2) Pans. An estimated seventy-seven (77) large,
medium and small pans will need varying degrees of maintenance by the 
ond of 1977. Some of this work will be done in conjunction with equipping 
the large pans with pumps, storage tanks and watering troughs. Most of the 
maintenance, however, will consist of removing silt from the sediment and 
main pools and construction of post and wire fences and thorn bush fences 
where needed for pan protection. 



21
 
(3) Tracks. Approximately 5,000 miles of track


mintenanoe is needed 
 over the next four years for planning,
Ifmlemnting and maintaining the Project. Most of this work will be
done by the Dbey Units while they are working a grazing block duringthe oonstruction phase. The balance will be done by the Track Constructior 
Unit. 

4. Basis for Cost Estimates - Northeast 

Cost estimates for the construction portion of the Northeast
program were developed on an item-by-itembasisusing existing Ministry ofAgriculture (Water Department and Range Management) records of the Phase IProject and the .TRD appraisal report for this Phase II Project. In
addition, USAID/REDSO reviewed and upgraded pricing and cost estimates
 as follows: 
all equipment procurement includes a ten percent (10%)
escalation factor to date of purchase; costs of petroleum, oils and
lubricants (POL) as a portion of the equipment operational costs were
increased by one hundred percent (100%) in the first year and nothing
thereafter; othsr costs were assumed to increase 8 percent per year for
an average of*i6 percent over the four year construction period.
 

The services of a short-term consultant were retained to
establish and cost out the requirements for the new equipment maintenance
support units, shcp tools and technical assistance necessary to meet the

objectives of the project.
 

See Annex VII for details on costs and cost assumptions.
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teha .The following table provides a nmmary .of capital and 

technical assistance costs for the Northeast 'portionof the Projeot: 

Cost ($000s) 

A. Water Department
 

Reservoir construction and equipping* 2#315.5
 
Track construction* 
 208.0

Borehole construction and equipping 
 1,227.6

Construction equipment and vehicles 
 929.5
 
.Maintenance shop and equipment-
 194.8 

4,875.4,
 
B. Range Management
 

Housing 
 376.3

Vehicles 
 137.5
 
Miscellaneous equipment 
 43.6
 

557.4
 

C. Technical Assistance
 

Equipment Specialists 
 330.0
 
Procurement services .0'
 

405.0
 

TOTAL 5,837.8
 
+10% for contingency
 

6,421.6
 
* Excludes cost of construction equipment 

B. AFC - Ranch Development
 

Phase II of Livestock Development is scheduled to include

60 group ranches, 100 commercial ranches and 21 company or cooperative

ranches. (See Annex V, page 5 for a 
discussion on the Phase I
 
ranching program financed by IDA.)
 

Group ranching areas proposed for development are primarily

in Narok, Kajiado and Samburu Districts of Rift Valley Province. To

date little development has been done on these ranches. 
The lands
 
are being adjudicaLed to nomadic pastoralists who have traditionally

grazed these lands. Company and commercial ranches scheduled for

development are inmore productive areas in the southern and coastal
 
parts of Kenya.
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1.- Planning 

Planning teams from the Aange Management and Water Departmenwill consist of a PAS Agricultural Engineer and Range Planner and theirKenya counterparts. The PASA Hdrolgeologist will assist in water develbp.
ment planning as needed. The Range Planner along with his Kenya counterparts will conduct mapping of range type, soil type, range condition,and trend. From this data and actual production measurements, when
forage is availuble, a carrying capacity for each ranch unit will be
obtained. The Range 
 Planner will also determine water development andassociated structure needs and prepare a management plan to assure
 proper use of the forage resource into perpetuity.
 

The Engineer will determine feasibility of water development
and related structures as proposed by the Range Planner. He thenprepares preliminary plans and cost estimates. 
His work also entails
feasibility of other structural improvement, roads, etc. necessary for

ranch development.
 

2. Water Development Procedures
 

The water development survey for group ranches is the
responsibility of the Water Department under the Ministry of Agriculture '
 working in cooperation with the AFC and RMD. A survey team, includingA.I.D. PASA members and operating out of Water Department headquarters,is responsible for actual site inspection and area reconnaissance from
which a determination would be made as to the most economical and
feasible method of water development. 
A water survey report would be
prepared showing the above which would then be passed to AFC for
determination of viability of the necessary subloan.
 

For commercial and company ranch development it is expected
that engineering consulting firms will be engaged to conduct the water
survey, the cost thereof to be 
 eligible for AFC financing. 

3. Subloans 

Subloan application for ranch development is made to AFC
after plan completion. 
The subloan will cover cost of construction of
needed water improvements (boreholes and reservoirs), purchase of steers,
bulls for upgrading the herds, motorized equipment and working capital.
Use of A.I.D. funds will be limited to the purchase of cattle.
 

4. Construction
 

Construction of improvements is to be performed by privatefirms on a bid basis. To encourage bidding and to realize a morecompetitive price a group of ranches in
one locale will'be included in
 
each bid package.
 



5. Range Management 

To insure proper range management, ranches will be required
to have a properly qualified ranch manager, such as graduates of Egerton
College, AHITI Sinya Training Center.or To prevent overstocking a
 
carrying oapecity will be established in cooperation with the Range

Management Division. Range condition and 
 trend studies established by
the planning tears will be used as the final control of carrying capacity. 

6. Basis for Cost Estimates (AFC) 

On the basis of investment models for typical group,
 
-companyand comnercial ranches; 1RD has estimated that approximately

32.1 million will be required for the 180 ranches and 3 feedlots'
 

scheduled for development under this Project. 
Of this amount,

approximately $13.3 million is estimated for the purchase of cattle.
 
(exclusive of feedlots which A.I.D. will not be financing). The
 
investment models prepared by IBRD are included in Annex X.
 

C. Contractor Availability
 

1. Northeast Province Area
 

III this area, contract work will apply only to (a) borehole
 
drilling and development; (b) some staff housing and warehouse construction;
 
(c) some pump in8tallation and storage tank assemblies.
 

The Past experience of the Water Department shows that
 
contractors are available in the immediate or adjacent areas to bid
 
on this type of work. Water Department has in the.past and is presently

using contractors in the Northeast area for such work with satisfactory
 
results.
 

The magnitude of the work is such that Kenya contractors will
 
be attracted to bid on the work, especially borehole development. All
 
work can be undertaken by Kenyan contractors.
 

2. AFC Ranch Area
 

Both the AF and the Water Department in the past have had
 
satisfactory experience in this area of Kenya in obtaining sufficient,

saLisfactory and reasonable bids for borehole development. 
The magnitude
of the proposed Phase II program will provide additional incentive for 
oontraot response to work in this area. 

With regard to ranch reservoir construction, contractor
 
response has been minimal, but satisfactory. It is planned during
implementation of the ranch development to group a number of reservoir 
construction projects within Invitation for Bid.one This would assure 
lower mobilization costs and an expected greater response from local 
contractors. All work can be undertaken by Kenyan contractors. 
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V. I1Ma 

A. 	 Cost Xstimate 
Detailed cost estimates for the proposed AID Project' comonents arecontained in Annex VII, Tables 1 through 8 and are summar zed below

(000'5). 

Foreign Local 
Exchange Cost TOTA ., 

Northeast Project 
Water Development 1,931.0 3,337.1 5,268.1 
Range Management 238.0 984.2 1,222.2 
Naintenanct Equipment and 
Personnel 

Subtotal 

Physical Contingency (10%) 

514.8 
(2683.8) 

268.4 

-

(4,381.3) 

432.1 

514.8 

(7,005.1) 

700.5 

2,952.2 4,753.4 7,705.6 
AC (Ranch Credit)Y - 5,685.7 5,685.7 

Meat Processing Study 200.0 - 200.0 
3,152.2 10,439.1 13.591.3 

Includes 3'0.percent host country contribution, i.e. 10 percent
from the QOK and 20 percent from private beneficiaries. Does not
include the IDA loan, nor the associated proportionate contributions
 
to the IDA loan from GOK and beneficiaries.
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a. 	 Financial Plan 

The financial plan for the proposed project is as follows,($O00'.) a 

Foreign Local. 

cxohange Cost TOTAL 

Northeast Project 

AID Loan 2,952.2 (56%) 2,307.3 (44%) 5.259.5 (68%) 

GOK 2,446.1 2,446.1 (32%) 

2,952.2 47,705.6 
 (100%)
 

AFC
 

AID 	Loan - 4,100.0 4,100.0 (70%)
 
GOK v 528.6 528.6 (10%) 
Beneficiary Contribution - 1,057.1 1,057.1 (20%) 

5,685.7 5,685.7 (100%)
 

Meat 	Processing Study 

AID 	Loan 200.0 - 200.0 (100%)
 

TOTAL 

AID 	Loan 3,152.2 (34%) 6,407.3 (66%) 9,559.5 (69%)*
 

GOK 	& Beneficiaries - 4,031.8 4,031.8 (31%)
 

3,152.2 (24%) 10,0.1 (76%) 13,591.3 (100%)
 

* Round to $9.6 million 

1/ 	 Includes ]0%price escalation to date of purchase on equipiuent;
other item~s include 8% p.a. for inflation or an average of 16% 
over the 4-year construction period, except POL for which coat was
increased 100% in year one and nothing thereafter. See Annex VII 
for 	details. 

Does not include as GOK contribution Water Department's design work 
for group and company ranches, equivalent to approximately $0.5 
million. 
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1. Northst Projoct
 

It Is propossO that AID finance the total foreign exchange_

requiroments of tha Northeast project and approximately 48 percent of

the local costs (equivalent to 44 percent of the proposed loan).

Foreign exchange costs to be financed under the AID loan include the
heavy earthucuing equipment, vehicles, spare parts, maintenance equipment

and the four raintenance/logistics specialists. 
The AID contribution
 
for local costs would be used primarily for POL and invoiced costs
associated with borehole drilling and equipping, all on a cost reimburse
ment basis. Reimbursement of local costs by AID will be made upon

presentation of required documentation and satisfactory evidence that
the 0OK is making budgetary allocations to the Range and Water Departments

when and as required and that these Departments are carrying out their
contribution to the project in an acceptable manner. 
 (See Annex VII
 
for a detailed breakdown of the Northeast costs and proposed AID/GOK

sharing of these costs).
 

2. APC
 

AID's. contribution to the proposed AFC ranch development program
will be comiirgled with the IDA and GOK loans to avoid placing upon

AFC unnecessary accounting and administrative burdens that would ensue

if each donor were to require the setting up of special accounts and
identification of special subloans for the use of its funds. 
To ensure,

however, that AID funds are utilized to finance legitimate local costs,
AID disbursements will be made exclusively for the purchase of cattle

for the ranching operations. 
While cattle purchases will represent more
than 50 percent of the total AFC disbursement, AID's loan input will
 
represent only 15 percent of the total AFC financing. It has been agreed
with IDA and the AFC that limiting the use of AID funds to cattle purchases
can be rea li].y accomplished by charging a percentage of each AFC reimbursement requeit to AID. 
That at least this amount was spent on cattle will
be verifiable by AFC's copies of invoices for cattle purchases.
 

The total cost of the AFC renching program is estimated at

$32.1 million, including in addition to the AID contribution, the IDA
loan of $18.5 million and 
a loan from the GOK of $3.2 million at the same
terms as for the IDA and AID loans. Another 20 percent or $6.3 million
will be in the form of equity contributions by the ranch subborrowers. Costs
to be financed for the ranching and feedlot schemes other than cattle,
include water davelopment, firebreaki, farm roads, stock dipping and handling

facilities, workmen's housing and working capital. 
 (See Annex X Tables

8 thru 19 for estimated costs for model ranches and facilities.)
 

C. Loan Terms 

It is proposed that proceeds of the AID loan be made available
 
to the GOK at AID's standard concessional terms: ten-year grace period at
 

/ Defined on basis of source of procurement
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2 perqent interest per annum followed by a 30-year repayment period 
at 3 percent Interest per annum. The GOK would onlend $4.1 million 
of the total loan to the AFC at 3 percent interest for 20 years,
Inolusi;ve of a five-year grace period. AYC subloan terms would be 
I percent 'pz annum with a maturity not to exceed 10 years, inclusive 
of a grace period not to exceed three years. 

D. PLospects for Repayment 

Kenya has an excellent record for meeting external obligations
pramptly. The Kenyan economy is stable with an average 7 percent growth
rate since independence and should continue to generate adequate resources 
to service this loan. The debt service ratio in 1972 was 3.6 percent. 



--

V. NOOROlC .ANALOI .29 

Introduction 

A omplete economic analysis of the project was conducted by IBRD/IDAstaff in preparing the IM "Appraisal of Second Livestock Development
Project - Kenya." Utilizing shadow prices for labor and foreign exchange,
miluding price contingencies, valuing production at international pricesadjusted for transport costs and, using as an approximation of the value ofwildlife development the benefits which would have accrued to group ranches
if they had been developed instead of game parks, the economic rate of return
for the total project was estimated to be 27 percent. If capital costs wereincreased by 10 percent and benefits decreased by 10 percent the rate of
return declined to 19 percent. 
While the above analysis is no longer

strictly valid due to changes in the project 
-- an expansion of Northeast

Province Development and the exclusion of construction costs for an abattoir

it appears the effect of the changes would be to improve the rates of return
because with the changes, production is increased, foreign exchange costs
 
are decreased and exports are largely unaffected vis-a-vis the original
 
project.
 

Nevertheless, due to the difficulties encountered when attempting to

modify the original IBRD/IDA analyis to reflect the changes, an economic
analysis of only the revised Northeast Range Development Project was prepared.

For the ranches &nd feedlots to be financed through the AFC, model ranch

plans including projected cash flow are presented as originally prepared by
IBRD. 
Financial returns expected for each type of ranch '(as calculated by
IBRD) are 23 percent for group, 15 percent for company and 12 percent for
 
comercial.
 
Benefits
 

The primary economic benefits from the Northeast range development project
result from.increased cattle population and offtake as the carrying capacity

of the range is increased almost two and a half times at full development

n four years and the offtake rate is raised due to better management and
several other factors. 
Secondary economic benefits also.accrue from

(a) growth in sheep and goat population due to increased water availability
and better range management, (b) reduction in camel population at least in
 
part due to the rodundance of water-carrying pack animals, and (c) increased
incremental milk production for subsistence consumption from cows which do
 
not have to walk as far for watcr and forage.
 

Under what have been determined to be the most probable parametersi/
 
the cattle population increases from the current level of 212,980 head to
352,882 head in year 20 --
an increment of 139,')2 head or a 165% increase.

Offtake grows from 11.5 percent currently (includingj3 percent for sub
sistence consumption) to 16.3 percent (again including 3 percent for

subsistence) or from 24,460 head to 57,650 head. 
At an average price of
 

_ See Table 2, Annex XII 
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Koh 50/head (Kah 2.65 per kilogram) the value of the incremental offtake
 
Is. shorn In Table 2, Annex XII.
 

Benefit Distribution
 

Northeast range development would directly benefit the owners of
 over 352,000 cattle by year 20. 
No definitive studies of cattle
ownership in the Northeast are available but if it is assumed that per
capita ownership is about 5 head (one study indicates per capita ownership

of approximately 2 head which the Project Committee considers low), the
Project would benefit over 42,000 individuals initially and 63,000
individuas in year 20. 
 Per 	capita incomes would be increased from an
estimated $45 per annum to about $64 per annum in twenty yeaz 
z. 	This
computation only recognizes benefits from cattle offtake.; in reality,
additional "inname" will be derived from better milk supplies and

larger sheep/goat offtake. See Table 4, 
Annex XII. 

For the AFC ranching component, the IBRD has calculated that with

all ranch investment In place by year 5 of the projebt, approximately

10,000 families or 51000 individuals would be benefitted. Per capita
cash incomes would be increased from $56 per annum to an estimated $195.
 

Internal Rate of Return 

Utilizing the most probable coefficients for herd growth and offtake,
attributing all incremental cattle benefits to the project, and utilizing
market prices for both costs and benefits, the IRR is calculated to be
10.66 percent (Table 3, Annex XII). 
 To thelxtent that in-migration of
cattle from outside the project area occurs-
 and 	the highly conservative

herd growth coefficients are exceeded, this IRR will rise.
 

Sensitivity nnalysis indicates that with a ten percent reduction in
benefits and ten percent increase in investment costs, the internal
 rate of return falls to 8 percent. The Project Committee, however, believes
that the conse-vative herd growth and offtake parameters may be exceeded,
and with only & ten percent increase in benefits, the internal rate of
return rises two points to 12.6 percent. 
See 	Tables3a and 3b for calculations.
 

_ 	 Which is not an unreasonable expectation since even in Year 20 the 
developed range will not yet te fully utilized. 



WT, 	 ANDVII. MANAOM IMPLEMENTATICN EVALUATION 

A. 	 Project Management 

Project Coordination Unit (PCU) 

Responsibility for overall project coordination of the 
Second Livesto-k Development Project is vested in the Project Coordination 
Unit an provided for under the Development Credit negotiated between the 
Republic of Kenya and International Development Association: 

The Project Coordination Unit, within the Borrower's Ministry of
 
Agriculture and under the direction of a full-time Project Coordinator,
 
will be responsible for the overall coordination and supervision of the
 
Project, in cooporation with the Borrower's Ministries and other agencies
 
involved in the Project. The Project Coordinator, appointed by the
 
Minister of Agriculture and responsible to the Director of Agriculture,
 
is empowered to make all day-to-day decisions relating to the operation
 
of the Unit,*including staff management. He is assisted by an
 
Assistant Project Coordinator and such supporting staff as may be required
 
for the efficient carrying out of the responsibilities of the Project
 
Coordination Unit. These responsibilities include the following:
 

1. coordination and integration of all Project activities
 
with the ministries and other agencies of the Borrower;
 

2. arrangements for and advice on the selection of consultants
 
and other spenialists required for the Project;
 

3. arrangements for and decision on the selection of people for
 
training under the Project!
 

4. evaluation of investment plans, as to technical, economic,
 
ecological and aesthetic suitability, before submission to AFC for final
 
approval; and.
 

5. project monitoring reporting and evaluation, including
 
monitoring and evaluation of the First Livestock Project, and evaluation
 
made by consultants, universities or other agencies employed by the Project
 
Coordination Unit.
 

The PCU was officially established in late 1973 with the selection
 
by Lhe GOK and approval by the IBRD and A.I.D. of the Project Coordinator
 
(formerly head of Range Management) and his deputy (an A.I.D.-financed
 
advisor to the Ministry of Agricu.ture).
 

Implementing Agencies 

The principal institutions through which roJect implementation
 
will proceed are:
 

a. 	 The Agricultural Finance Corporation (AFC); 
b. 	 Range Management Division of the Ministry of Agriculture (MD); 

and 



c. The Water Department of the Ministry of Agriculture (WD). 

The Range Management Division (RMD) is staffed with about 
360 professional and technical employees and receives aubstantial assistanc 
from A.I.D.-finanoed range advisors and FAO/UNDPspedialists. In addition 
to field and extension activities, RMD is also charged with responsibility 
for initiating research on rangelands. The Water Department's Range Water 
Division, which also receives considerable- technical ssistance from A.;I.D., 
is responsible for water supplies on range areas. The Agricultural Finance 
Corporation is the government's principal institution for extending
 
agricultural credit.
 

In each of these organizations USAID is providing
 
technicians, through PASA agreements or contract, who will be directly
 
involved in implementation activities. These technicians include:
 

(1) Credit specialist, AFC Ranch Section and 3 area 
credit supervisors for AFC 

(2) Three Range/Ranch Planners for RMD
 

(3) Three agriculture engineers for WD
 

(4) One hydrogeologist for WD
 

In addition, USAID is supplying the Deputy Project
 
Coordinator and one Livestock Economist for the Economic Planning Division
 
of the Ministry of Agriculture.
 

USAID has provided degree training in range management
 
for 9 Kenyans anc¢ short-term trainin$ for 11 others. In 1973, 5 participants
 
started training in U.S. universities, 3 in range management and 2 in
 
agriculture engineering. It is anticipated that over the next 4 years
 
a total of 26 participants will have received or be in the process of
 
acquiring degrees in the above fields and thus be available to continue
 
activities started under the Phase II Developments.
 

In addition to the above mentioned A.I.D.-financed technicians
 
and U.S.-trained Kenya staff, four equipment specialists are to be
 
financed under the.'proposed loan: These include:
 

1. A coordinator for logistics and accounts in the Water
 
Department for the N. E. Province Development.
 

2. A maintenance foreman and coordinator for N. E. province
 
development.
 

3. Two maintenance foreman/hmaster mechanic, cne for each of
 
the two units.
 

With Lhe above mentioned support along with other donor contributions 

to the Kenya Governmetit's institutions and governmental departments, project 
management infrastructure should be adequate. 



a. ProJect Schedule 

It is anticipated that the entire loan should be drawn down
within approximately four years of loan execution, i.e., 'the time-frame 
of the overall project. Virtually all equipment will be procured
within the first 12-18 months. Most drilling on both the Northeast 
and on ANC-supported ranches, all to be performed by private contractors, 
will be completed by the end of Year Three. Pan and access road 
construction will extend over the entire four-year period. Chronological 
progress of AID loan-financed project elements is projected as follows: 

May 15, 1974 

June 30, 1974 

June 30, 1974 


July 30, 1974 


August 15,1974 


August 30, 1974 

August 30, 1974 


September 15,1974 


September 30,1974 


October 1, 1974 


November 15,1974 


November 30,1974 

December 15, 1974 

Loan authorized and draft loan agreement 

presented to GOK.
 

Loan Agreement signed. 

Specifications for heavy construction and
 
maintenance equipment, well pump, and vehicles
 
prepared by GOKI draft procurement agency
 
contract prepared; recruitment begins for
 
4 loan-financed technicians.
 

REDSO approves above specs and draft
 
procurement contract; both sent to procure
.ment agency.
 

Initial Conditions Precedent cleared;
 
procurement agency contract signed.
 

Procurement agincy arranges publication 
synposis in CBD and SBC as appropriate.
 

Dixey Unit No. 2 begins construction first
 
pans in northeast; REDSO approveo well
 
drilling IFB.
 

Heavy equipment/maintenance vehicles pumps
 
IFB released. 

WD releases IFB for well drilling contract 
for Northeast (5-10-wells) and Wajir 
workshop; RMD releases IFB for staff housing 
in Northeast (first year's requirement 
11 houses). 

WD lets design contract for water facilities
 
on first 10 AFC ranches.
 

U.S. ectuipment, wqrkshop, and housing IFB's 
opened. 

N.E. well drilling contract award recommended
 
by GOK. 

AID/W approves all minor UMS. equipment 
procurement awards; GOK awrde workshop and 
housing construction contractsg RZDSO approves 
well drilling contract.
 



D.u.r 31, 1974 

December 31, 1974 

Jamuary 1, 1975 

January 15# 1975 


January 31, 1975 


March 15, 1975 


June 15, 1975 


August 31, 1975 


December -31, 1975 


February 28, 1976 


July 1, 1978 


July i, 1],79 


34 

REDSO/GOK approves major U.S. equipment
 
awards and request AID/W issue L/Coma
 
procuremnt agent establishos L/Credit.
 

AFC ranch water designs completed
 
(first 10).
 

Japanese-financed heavy equipment
 
(temporary allocation) arrives in NEI
 
well drilling contractor mobilizes; AID
 
reimburses AFC for initial cat1le
 
purchase loan disbursements.
 

First project evalution held (every
 

6 months thereafter).
 

L/Ccmm and L/Credit issued for U.S.
 
procurement and fabrication begins;
 
workshop/housing contractors mobilizei
 
four loan-financed U.S. technicians
 
arrive.
 

First minor U.S. equipment items
 
shipped; first AFC ranch water develop
ment contracts let.
 

First minor U.S. equipment items (e.g.
 
RMD and WD support equipment) arrives
 
at site; vehicles shipped; RMD releases
 
IFB for remaining 32 houses.
 

Wajir workshop and first RMD houses
 
completed; housing IFB's opened (second
 
tranche).
 

Remaining minor U.S. equipment items,
 
plus vehicles and pumps, arrive on site.
 

Heavy construction equipment shipped.
 

Heavy construction equipment (Dixey No.3
 
plus replacements for Dixey No. 2) arrives
 
on site; Japanese construction unit
 
transferred out.
 

N.E. well drilling program completed:
 
AID makes final reimbursement under AFC
 
ranch program.
 

N.E. pan construction program completed;
 
final disbursements under loanj loan closed
 
out.
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C. P u at,Plan 

It is.anticipated that the services of a procurement agoncy
in the United States will be utilized ,forall initial equiyment and
mteial. purchases. Subsequent procurement of spare parts will be
acae9lehed through local dealers or, in the case of smaller items. 
hling = dealer facilities in Kenya, thro-gh a U.S. supply house
under letter of credit arrangement. Items of local cost such an
petrole products will be purchased initially with GOK working funds,
with subsequent reimbursement from the lorn upon presentation of paid 

Due to (a)the need to maintain a simplified spare parts
ientay under difficult and highly mobile working conditions, and
(b)the noed to standardize new equipment with existing, singlemanufacturer equipment to be intermingled with new equipment in the 
two Dixey units, it is recommended that proprietary procurement forcertain items of heavy construction equipment be authorized. A waiver
 
request is attached as Annex IX.
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"he 	proposes loan fully endorse 
the aim of the AID grant-financed National

Range and Ranch Development (NRRD) Project - to increase livestock production

to meat growing domestic demand and to earn foreign exchange through exports

of livestock and livestock products - and its development implications for.
 
various segments of the Kenyan economy, including:
 

a. 	for paatoralists and ranchers an improved means of gaining
 
a-livelhood;
 

b. 	for farmers in high potential areas increased numbers of better
 
quality stock and feeder animals from range areas;
 

c. 	expanded employment opportunities on'ranges, ranches, feedlots
 
and marketing facilities;
 

d. 
for the national economy, increased commercialization of a major

economic sector, increased domestic product and increased foreign
 
exchange earning potential.
 

As in the case of the NERD project, key indicators of achievement will be the
 
extent to which range lands are brought under improved management schemes and the
 
annual rate of increase in animal marketings.
 

For 	purposes of measuringA and evaluating these indicators as well as the phys
ical outputs of the loan project, the following project resources will be utilized:
 

1. 	The Coordination Unit
 

Overall responsibility for monitoring and evaluation of this Project
 
as well as the First Livestock Project will rest with the Project
 
Coordination Usit.(PCU).
 

For the collection of baseline data PCU will rely primarily on
 
Range Management Division, LMD aud the Census and Monitoring Unit. END
 
staff, in planning and designing the NE grazing blocks will develop data
 
on the resource characteristics of the area, includiig the status of the
 
range, stock management, range carrying capacity, water resource potential,

cattle and human population. This data will be periodically updated by

the extensior staff of PND as project development proceeds. Offtake data,

including cattle origin/destination, numbers, weight, age, etc., will be
 
provided by LMD. The Census and Monitoring Unit will provide up-to-date

baseline data on the interface between livestock and wildlife in the 
ranching areas as well as the Northeast Province and Isiolo district. 
This will make available information for identification of livestock 
development areas together with the ability to assess possible conflict
 
with wildlife population.
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In addition to its day-to-day monitoring and evaluation actions, 
PCO i be assisted as necessary by consultants, universities or 
other appropriate agencies, in the conduct of periodic 'special studies 
Includfng a farm management and accounts survey based on a stratified 
sle; a survey of the ecological, social and economic Impact of the 
Project, ana investigation of the efficiency of various functions 
critical to the project's success such as cattle marketing and meat 

socesing. 

Funds have been budgeted under the Project specifically for the
 
evaluation and monitoring work of PCU ($100,000) and for the Census 
and Nbnituring Unit ($775,000 for the 4-year project period and $50,000 
animally thereafter). "
 

2. U&e Trend Survey Teams 

The AJI.D. loan will provide approximately $38,000 over the 
4-year project period for the equipping and operation of two two-man 
range trend survey teams. The GOK will pay the salaries of these four 
mn (approxiimately $56000 for four years) and assume all costs for 
the teams in year 5. 

These teams, under END supervision and operating out of Garissa in 
the Northeast Province, will have the specific task f 'establishing, 
monitoring and re-reading range trend studies to determine the effective
ness of the range management program. The continual monitoring of NE 
project areas by these teams will permit early detection of evidence of 
overgratina and overstocking. It is anticipated that within five years 
of activation of these teams, study results should be available to 
indicate tc the Block Managers and District Range Officers whether their 
management practices are causing range dmprovement or range deterioration. 

3. Six-Month Donor Review Missions
 

For this project the concept of the normal semi-annual IBRD project 
review mission will be expanded to include participation by representatives 
of each of the other donors as well as the GOK. These field reviews, to 
be led by the IBRD's Regional Mission for East Africa (Nairobi), will 
provide not only for joint donor reviews and evaluation of all phases of' 
the project but also an opportunity for greater donor coordination, an open 
forum for sharing problems and experiences associated with respective 
donor segments of the project, and identification of projict 'elements 
needing modification, reinforcement and/or recv-.jideration. 



VIII. GRAL EFCTS OF THE LOAN 

A. I.act on the U S Econor and Balance of Prynnts. 

It is recommended that the loan finance Code 941 (U S 
and selected developing countries) and local costs. Approximately 
34 percent of the loan or $3.2 million will constitute non-Kenyan
soamme/origin procurement; it is anticipated that virtually all of 
this procurement will be from the United States. The remainder of 
the loan will be used to finance local costs which will yield a net 
negative effect on the loan on the U S balance of payments. 

B, Effect on Private Enterprise 

Almost every facet of the loan will directly benefit 
either Keran or American private enterprise. The, investments in 
water facilities development and improved range management in the 
northeast will greatly improve the economic and social prospects of
 
the resident pastoralists who own and take benefit from the entire
 
livestock herd in that area. AFC ranch development loans will go 
exclusively to private borrowers. From the standpoint of procurement
virtually all equipment and materials will be supplied by private 
enterprise suppliers in the U S principally and to a lesser extent in 
Kenya. It is further expected that the loan financed technical 
assistance will be furnished from private, non-governmental sources. 

C. Environmental Impact
 

The Project has major environmental ramifications 
particularly with respect to the development of permanent water in 
p;reviously arid areas. To avoid the potentially disastrous effects of 
cattle overstocking and overarazing the Project supoorts a strone vroaram
 
of range management both in the Northeast Province and in the areas to 
be developed for ranching. Although not financed by AID, wildlife 
protection is also a major component of the Project. For a full
 
discussion of this Project's contribution to the conservation of range" 
land and wildlife see Annex III.
 



IX. COIDITIONS PMECDMO AND COVENANTS 

In addition to the standard conditions for legal opinion and specimen

signatures, the following special oonditions and covenants to the loan
 
agreement will be discussed and negotiated with the GOK:
 

A. Condition. Precedent 

1. Initial Conditions
 

a. IDA credit effective and copy of signed and binding agreement

available.
 

b. Budget provisions adequate for firstyear of project.
 

2. Conditions to Disbursenet for Equipment (other than
 
Maintenance) 

a. Evidence of satisfactory arrangements for equipment

servicing of purchase of spare parts, including establishment of a
 
separate logistic and accounting section for Northeast Province Water
 
Development.
 

b. Evidence that an equipment maintenance program will be

undertaken, including guidelines for maintenance of equipment.
 

o. An equipment utilization schedule, including a firm

plan for year one and a projected plan for succeeding project years.
 

d. Executed contracts for A.I.D.-financed technical
 
personnel under the Northeast Range Development Sub-Project.
 

e. Completion/availability of suitable housing for
 
A.I.D.-financed technical personnel under Northeast Range Development

Sub-Project.
 

3. Conditions to Disbursement for Maintenance Equipment
 

a. Evidence that arrangements have been made for recruitment
 
of technicians.
 

b. Evidence that the Wajir shop and warehouse facilities

have been completed (or will be completed prior to arrival of maintenance
 
equipment). 

B. Covenant.
 

1. Northeast Covenants
 

a. W0K agrees'to reconstruct pans previously completed
in or adjacent to project area as requiredl o maintain rang. carrying 
oapaoity." 



b. OW agrees to take steps whenever appropriate to
 
declare developed blocks control areas under the crop produotion
 
and livestock ordinance.
 

a. OW agrees that nor more than 20 percent of project
 
production will be exported to U.S.
 

d. OOK shall be responsible for operation and maintenance 
or reservoirs and boreholes and best efforts for establishing program

whereby costs are recovered from beneficiaries. 

e. Preparation and approval by RMD and WD of block
 
management plans prior to development of each individual grazing block.
 

f. Recommendations of consultant's evaluation of A.I.D.'s 
technical assistance program for range development will be fully

considered and agreement reached between A.I.D. and GOK for implementation 
of these reoonmsendations. 

2. AFC Covenants' 

a. AFC agreea to suitably advertise all cattle purchase or
 
sale transactions of 100 head or more financed under the project and 
facilitated by AFC, excepting those cattle purchases or sale transactions
 
with IMD or KMC.
 

b. AFC assures that Group Ranch Chairmen, delegees or
 
Ranch Managers will be encouraged to participate in purchases.
 

c. AFC will make its best efforts that for this project it 
intends to abstain from engaging in business as intermediary to cattle
 
sales to and from-recipients of subloans from AFC.
 

See Annex XIV for a list of the undertakings negotiated with the GOK
 
by the World Bank. 
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OIECKLIST OF STATUTORY CRITERIA
 

Huy of the questions require only yes or no answers.
must be answered more fully. Others, however,
In those cases, a 
specific reference to
explicit discussion of the matter in the Idan paper will suffice. 
4ut
where the loan paper does not deal explicitly with a
requires more than a matter that clearly
mde yes or no response, sufficient response must he
to indicate that the matter has been appropriately considered.
 
The following abbreviations are used in the checklist:
 
FAA. -
Poreign Assistance Act of 1961, 
as amended, incorporating amendments
effected by the Poreign Assistance Act of 1973.
 
A. 
 Foreign Assistance und Related Agencies Appropriations Act, 1974.
9- Merchant Marine Act of 1936, as amended
;ace for answers isprovided in the margin to the right of each question.
is form must be aide a 
part of the Capital Assistance Paper.
 

X.W M'PI , 

A. fto re T v Count aoaze 

L' FAA4 9201(b)(5). 202 (b)(7)
201 
t 
 -- . UD8e the extent 

(a) NakiW .qpopriate
efforts to inorease food 
prodotion and improvemlea for fod storage and 

tribution. 


(b) 
 ting a favorabZe 

oaf@t.for foreSin and
cloutiaprivate entopr uoand inastment. 

(a) ,Xzosag the peopZ4res
)!Ze " a0 deVeiopmntaj 

expansion available to the people.
 

Kenya has a mixed econonw which .isreceptive to foreign investment. There
are about 120 US firms with a direct
investment of $95 million with assets O'gapproximately $225. million, primarily inpetroleum distribution, light manufacturiiiE 
food processing and tourism. 

It is standing policy of the Kenyan
Government to include the populace in
the developing process. There arecontinui g programs which involve thepeople in the planning and execution ofdevelopment both thr2ugh the formgi
governmnt strudture and through the 
solicitation of voliutary efforts. 

The Kenyan Government has emphasized in
both the current and 1974-79 Five-Year
 
Plan the need to increase domestic
agriculture production through the 
expansion and diversification of crops
and to make the benefits of such
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() A.Kenya maintains a foreign policy 

tmtoAZ30oat pataaw which eschews active hostility
te pen S towards other governments and as a 
WW O - OftGVconsequence has been able to keepr 


Ot1I r 

ewe~'~* aj'b . low level.
 

"0 Ni'3f 0 ~its military expenditure at a very 

(e) Uttv to oontrbute Refer to section V of the CAP.
 
f.ide to the projeot or
 

The Kenyan Government has conwiitted 
(f)Naking eoonaio, itself to effecting those reforms
 
acoa:, and poitioat which will provide a more equitable
Mfqms0 euoh as tax social, political and economic
ooieotion improvements system while avoiding where possible
ad changes in land tenure those measures which would exacer

aeeent; and making bate the process of development. 
prgre toward reopoot Kenyan society is one which is
for the rule of law, basically open with an absence of

freedom of expression civil repression.
 
and of the press, and
 
reoonising the importano.
 
of individual,freedom,
 
initiative, and private

enterprkise. 

It is basic and public policy that
 
(g)Respondirg to the the Government isto devote its
vitaZ eoonomio, politioal, energies to improving the lot of 
and Yooiat oonoerno of its its citizens. There is every
piopte, and demonstrating indication that the Government 
a a r determination to pursues this policy in fact as well 
take effeotive se lf-help as word. 
mec GW. 
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A. fth0tfM i&t Lhg ted State 

2. FAA 0O . X&IO govern-
tM U.S. "tae"N 

fmos g o*&r #*wMoo# fkn ehed 
or or*dred wheom: (a) euoh 

iws has. exhausted avataboe 

NO 

amb*tation, ors (b) the debt is 
net denied or oonteeted by the 

geeaeu"et, or Wa the indebted
ne. a Zse sidaum govern
umte or a predeoseaor a 
;;eenAtionaZ guarantee? 

a. 100d ) Zf the too s 
intevaeaforo0onstY'Aotion or Iclause 
opeation of my pror4otive enter-
pise that wilt oanpete with US. 
entoaprae, ha. the cowitry agreed
that~ it wiIZ estab~ish appropriate 
prooelrue to prevent export to 
the U.S. of more than 20% of ita 
enterpris' a annuat produotion
during the Life of the loan? 

A convenant covering this 
will be included 

inthe loan agreement. 



.PM 9680(.)(i). Ua Ie 
iofsrift * goerment,, or OW,

GPW.V or ubivision thereo'o 
(a) 	nationtuiaed or expopriated 


rt MVd by U.S. otiaens, 

=4W ow businee entitjY not te#
 
AM 50 beniiaiatZy owned by

U.8. oati ew, (b) taken setp. to
 
reudiate or nuZify exieting
 
wtraota or agreements with such 

oitisen or entity, or (a)impose# 
or enforocd disaoriminatory taxes 
or other exactions, or restriotive 
Mavintenance or operation conditiona? 
Zf so, and more than six monthe has 
e&aeed since such occurrence, 
identify the doccment indicating
that the govrnment, or wprupriat 
agency or subdivision thereof, has
 
taken appropriate steps to discharge
 
it.obligations under international
 
law toward such oitixen or entity? 
Zf Zse than six months has esoaed. 

at sop# if any ha. it taken to
disoharge its obligations? 

F4 2.20(j). Has the oountrV 
Pe wTtted, or failed to takeadequate measurea to prevent, the 
damage #:rdestruction by mob action 
of U.S. property, and failed to 
take oppropriatemeasures to pro-
vent a r currence and to provide
adequate ocpenation for such 
damage or destruction? 

There has been no such 
nationalization. 
exprpriation, nullified 
contracts or discriminatory 
taxes against the US citizens. 

There has been bo instance in 
the recent past when there was any need for the Kenyan 
Covernment to act in protection 
of or compensate for loss of 
US property. 



MgtVOKS~bd m vet-nt
 
PAA 0I( ia(I) for the epemifle

Puab of inonvartibUty md
 

dam oi eonrfoaonm?
 

M. Na950os t~hez- unty#.X
 
ar.LI:010 y pfnatty or SM&NORo
 

eOstof isA ng atiities iun 
046ezYatiolal watez'? rfp a
FVWtut Of a4 atw, the U.S. . has 
m rei umrsementw uder the pro.

Yisions of the Flsher'm'g protsoat
Adt wsd such anvt han not been paid
in Att by the seizsing ostry,
identifg the doc i'vntation w~hich
desoribse how the L.thhotding ofn 
auutwmoza under the FAA has been or 
IttZ be acomoplished. 

7. FAAO§20(j. Haw the oountry
bsen defaut, dzi ing a period
in mosa of six months, in pa
ment to the U.S. on any FAA low.? 

A S.16O20(t). Have dipZmatio No, relations betweenrB. foAA tw en the country and the US and Kenyan have 

tMe d.S.. been covered? If so., always been on a 
haVe they been reneed? friendly and cooperative 

basis. 
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C. Mtion. &wi Other Ratiowu and 

12. FA 100(i). Ha. the country 	 No, as fai as is known 
been offaaZW represented at
 
wll internationalconference ,hen
 
that representation included pani,*i
 
aotitties involving insurreotion
 
or eubversion direoted 'againstthe
 
U.S. or sountrise receiving U.S. 

8. ?AA 862O(a). 620(n); 
far as is knownHas the No, as 

aozmvtrg sold, furnished, or per
nuitted ships or aircraftunder
its registry to carry to.Cuba
 
or North WVet-Npn items of
 
eoonmico military, or other
 
assistance?
 

3. FA 	 W~0620(u)4 UP. -6l Fhat 
is tue statue of the country Is KenWa has not been 
U.N. dues, assessments, or other delinquent in any 
oligations? Dos the Zoan ogre- obligations to the UN.
baani u se oft aRmds under this loan men t bar any use of funds to pa i.ll be i~l~ conmitted 
U.N. aesessmentn, dues, orwilbfuycomte
arraraen? 	 to the loan activity and 

cannot be used for any 

other purposes.D. MiZitry Situation 

1. FAA 860(i). Haa the country NO
 
engaed in or prepared for
 
aggressive milit(a'r efforts
 
dir;oed against the U.S. or
 
countries receiving U.5.
 
assistane?
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S. FAA 960(e. Wlat is (a) Apprximaf~ly 5 percent of
the P Oswtq* of the otry, Kerza'e bueg6t (including the 
biWat &voted to Mitwfny pUY- Developsn.t Budget) was to be 
pes, and (b) the avi. t of spent during the 1973-74 fiscal 
Ohe oOentry s foreign exoha ge year for military purposes. A 
reeouraoe wd to acquir, negligible amount or roreign

1Uitaar equipiment? Iv the exchange has been spent for 
dountry diverting .S. develop- purchase of military equipment,
ment assistance or P.L. 460 none of which would fall into
#at" to uitary,expenditures? the clisificAtion of 
Is the oountry diverting ite 'sophis1iated weapons'. 
own resources to uneoesary
wilitary expenditures? ,(Findirqe 
on thee. qu.etion are to be made 
for eash country at least once 
each fisoa: year and, in additio, 
as often as mows be re~ied by a 

watria elvantchngein 

a wtee.) Has the country


qui mosey for sophisticated wo.n ns? 



I, CODITION OF THE LOAN 

A. (Wmrl .§wimu.d 

Interest and Rpeyment 

1. FM II 261(d. 201(b)(2)
I. tie rate of interest excessive 
or umreasonable for the borrower? 
Are there reasonable prospects for 
repayment? What is the grace
period interest rate; the following
period interest rate? Is the rate 
of interest higher than the 
country's applicable legal rate of 
interest? 

Financing 

1. FAA 1100. Has the host 
country provided assurances that 
it will meet at least 25 percent
of the project costs in cash or 
kind? 

1. F'AA s 201(b)(1). To what 
extent can financing on reasonable 
terms be obtained from other free-
world sources, including private 
souroes within the US? 

Economic and Technical Soundness 

1. FAA 0 201(b)(2), 201(e). The 
activityS economic anM teonical 
soundness to undertake loan; does 
the loan application, together
with information and assurances, 
indicate that funds will be used 
in an economically and technically
sound manner? 

The loan terms are reasonable 
for the borrower and within his 
capacity to repay. The grace
period rate is 2 percent with 
an interest rate tllowing that 
period of 3 per,oento The rate 
of interest is below the legal 
rate of interest in Kenya. 

Refer to Section V of the
 
loan paper.
 

Kenya has received financing on 
reasonable terms from the United 
Kingdom, the IBRD, the Federal
 
Republic of Germany, Canada,

Italy, Sweden, Norway, the
 
Netherlands, and the United
 
Nations but has needs in excess
 
of these sources. There are no 
private sources in the US which 
provide loans of this type. 

The IBRD.and the Kenya

Consultative Group of -onors 
have found the GOK to be 
competent in the management
of its econonm and development 
programs. AID concurs in this 
finding, as substantiated in 
the CAP. 



, 11((1). 
.final, andocher plan@ neesaryt o 

0. out a8ei#tanee, and a 
imenaoebZ M eatuIt, of
O oaft of aaistance tofa O#. beWen co'leted? 

M 1811.(b) Ap. 11.If the loan or 0j tise or a 
'1tr or related land-reasouo 
O0tiuatio project or proorm,
do pane inalude a ooat-be fit 
0OUttion? Does the project
Or program meet the relevant 
U.S. Oonetruotion standards 
ad or'1teriaused in detemining
feaeibiiity? 

A. PXM 1811(). If this is a 
Capita Aheietnoe Project Wth
U.S. finanoing in exoess of $1
million, has the principaz A.I.D. 
officer in the country certified 
a to the ooutry 'a capability
eflfetively to maintain and 
uwt'iae the project? 

a. Reointo Acluievuenent o L'ountr 

-- Coufl, .Goals 
1. FI-O. 281(a). Desoribe 

1 N0 reZaton to: 

a. nstitutions need#d fop 
a . oroto oooiety and to 
*.u.al Mains partiaciptio.

A14n.t othe PeOPJe in 
SAWh 00ewi leOMelt Asofen em. * 

'Yes, reoer to Sections, IV and 
V of. thk loan paper. 

The loan plans include a costbenefit computation. The project 
meets U S construction standards 
and criteria in.determining its 
feasib4,lity. 

Yes, see Annex II. 

The overall purpose of this loan 

is the developmnt of livestock 
production in era. This activity
will directly and indfreotly
affect the lives of those people
living in an contiguous to areas 
benefiting from. the loan Iaouta 
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b. habltng the country to The principal by-product of 
meet it food needa, both fra this loan will be expanded
it om reaom eo and through production of beef which is
dvpp"o n. with U.5. heZp, an important source of protein
of infhatruoturv,to suqort in the KerWan diet. The loan 
inorsaucagriotural will also be applied to areas 
proeo iviy, which have been marginal pro

ducing ardas in the agriculture
 
sector because of their semi
arid and poor soil conditions
 
thus increasing Kenyan agriculture
 

a. Meeting inoreasing need potential.for trained manpower.
 
Nd applicable to this loan.
 

d. Developing prograns to
 
meet public health needs. Not applicable to this loan.
 

0. Assisting other important 
eoonanio political, and social 
deveZopMent awtivities, inolud-

Refer to Section 
paper. 

II of the loan 

ing indusetria develol-inent; 
growth of free labor unions;
sepeeratiVes and voluntary
agncie; u71,,',Vuront of 
transportationand ocawunica
tion syse s; cqaab uitia 
for planning and public 
adniniStration; urban 
developnent; and modernization 
of existing ZCW. 

FAA 9201(b)(i). Describe the Kenyan Government with the 
. ' oofO nofwith and assistance of various donors 

ationahip to othor development has been for the past ten years
,*tiee, and its con tribution developing the infrastructurerealizabl which is necessary to support a 

major livestock development
 
program. This loan is part of
 
a World Bank consortium loan 
which is.'speoifio13,y designed 
to piok whre these previous 
effort. have stopped, " 



S.. FAA 1302(b)(9). Now ittZ the 
e" EV-1t0 be fJfnanaed contribute 

t the a.#W net of eeZ-eueat i" 
pe h 

4. FAA 9OJ(f). If this is a 
.p~odeoT '7Zearibehow such 
pwojeat wil prmote the country's
:o4naeo dilvopment, taking into 

oloaignt the country sehuman and 
mtriaZ resource requirements 
and the re~ationshiv between 

UZtimate objectives of the 
Pmdeot and overall econoaic 
deoeopnent. 

6. FAA 1201(b)(3). In what ways 
doev the aotivity give reasonable 
proise of oontributing to 
deve Zopment of economic rosourcess, 
op to incrase of productive 
oaaoitieas? 

6. FAA §281(b). How does the
 
program under which assistance is
 
provided recognize the particular 
neediv desires, and capacities of 
the count-y's people; utiZize the 
countr 'jsintellectual resources 
to enooura'e institutional dve lop-
ment; and support civic education 
and training in skills required 
for offective .partioipationin 
poitioatprooeses. 

The end product of this 
loan is expected to be a 
growing and selt-sustainin 
beef industry spanning the 
spectrum of production,
processing and marketing. 

Since the activity to. be 
financed under this loan 
will be devoted to over
coming the barriers to 
livestock production in 
areas of marginal agriculture 
potential, it will permit
 
Kezra to maximize the 
utilization of its land
 
resources and provide
 
increased opportunities

for people in the project
 
areas to better their way 

of life. 

See Section II. 

See Section II. 
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?. FMAA 0802(. H Witt 
thu#- Teen osq the oountv I# 
effort to: (a) t 'aa te 

fUW of intematiowaZ trde (b) 
foster prvaute initiativo and 
o.mmtitiOnl (0) encourage 

.1 ML&00n nd ae of ooopoew-
t tes. Oe t nOO and MavngS 
mi loan 4"ooations; (d) 
die0ounwe monOpoistio pr.ctateoe 
(e) mr toenioat effioisnq 
,of,i tp. qriouZturem and 
dmoorwj and (f) srgh 

Pe labor 00moi? 

5. PA 8208(a). Indicate the 
SOf mon y under the loan 

whick is: going direotly to 
plivate enterprise; going to 

siate credit intitut caseintew 
or othei borrowers for use by
 
private enterprise; being used 
to fir4ne imports P'a private 
sources; or otherise being used 
tofAgricultureProate s~moa sss 
privte soutrces. 

9. FAA @*61(at(). What ZegISam 

ti t equired within the 
recipient country? What is .the 

basis for a reasonable anticipation 
that suoh aetioN wilt be oonpleted 

n, tiae to psmit orderly aooap~tsh
went of purposes of loan? 

(a) "One ofte planned results 
of this loan is to enable 
Kenya to expand its export of 

beef. (b) By providing the 
base for expanded production 
of cattle, .the loan will 
foster private initiative 
and competftion. (c) One of 

the major beneficiaries of 
the loan will be cooperative 
ranch schemes. The activities 
of the Agriculture Finance 
'Corpi a farm/ranch credit 
institution, will also expend. 
(d) Not applicable. (e) By 
expanding the livestock sector 

of the econoy each of the 

three will .have to improve 
their operations to handle the 
production, processing and 
marketing of beef. (f) Hot 
applicable. 

The amount of the loan going 
to private industry, which is 
to be channeled through the 

Finance Corp,credit institution, vrill be 
$3.7 million. The amount 

being imported from private 
sources will be $2.6 million. 

There is no legislative 
acti6n required on the part
 
of Kenya. 
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Rerioaz Goats 

L. FAA i1.If this Ioom is This loan is being madea@84N a ,aily independent as part of a consortiumountd,,to what extent do the loan organized by theOiaawetanse permiit euoh World Bank.

Ouistamoe to be furnished 

0.ao~
Mu tilateraZ organixattonse 
or Pl.,? 

2. PM ;1209. If this toni is The loan is'notdirsemotdat a probZem or an specifically regional inopovrtunit that is regional in nature although it willnat r, how does asseietanoe Uwidr someeffect directlythitoan encourage a regional sections of Kenya moredetiopnent program? what muZti- than others. It is notlateral assistance is presently however conducive to abeing furnished to te oouitr? regional development 
program. Kenya receives 
a broad spectrum of 
assistance from the orldRetation toU.S. .Eoonm Bank and the United Nations 

-- ftplom.ent, Balanoe of Payments, 
Priv'ate Enterp)riec 

1. FAA 0201(b)(6). 10 Fifth. This loan will have noWhat are the poseibe effects oJ detrimental effect onthis loan on U.S. ecooncj, with the US econony. Referepeoit refere ce to areas of sub- to Section VIII of thestantiaZ labor saplus? Descorib loan paper for the answer
the extent to which asasiot e to the second questionLe conotituted of .t. etmoodiths n u oand vervit-aCt furnishea in mannera
consistent with improtLipV theU.S. balance of payments position. 
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R. FA MDU(b). 938(h). klmat The US owns no KerWan local 
have been taken to aure currency. For information 

Ste the wAimm extent poaible, re amount of local currency 
. ourrewis oned by the 

.wnoien 
butd by the mtry are utilized 
to met the ooot of oontraotual 
and other eervioes, and that U.S. 
foz n.erod oUMaOniBe ar* 
aat1Z8aed in Usu of dollars? 

U.S. fowo r contri,-

S. FAFA IWO.(d App. 1209. If 
te- MZ ts for a capital pro-
JeotO to what extent has the 
Agenq, enooumrged utilimation of 
eiineerin d professional 
seeio e of U.S. fimr and their 
affiliates? If the loan is to be 
used to finanoe direct costs for 
oonruoton, wiZZ any of the 
oontraotor. be perons other tha 
qualified nationals of the oountry 
or qua lified oitiBens of the U.S.? 
If so. has. the required waiver 
been obtained? 

4. AAA 6O08(a). Provide infor-
matton on meas raes to be taken to 
utitime U.S. Government excess 
personal property in lieu of the 
prootai.ment of nqu itews. 

5. FAA 902. What efforts have 
been TJ asist U.S. smaL 
boeiee to pataipate equitably 
its d fwrihitV of oaonmoditie" 

midoervioes financed by thie 

to be contributed to the
 
project by Kenya, refer to
 
Section V of the loan paper.
 

The Agency has utilized the
 
services of a U S firm for
 
the conduct of a feasibility
 
study relevant to this loan. 
None of the contractors utilized 
will be other than U S or 
Kenyan nationals. 

U S Government Excess Property
 
if available and suitable,. v.Ill
 
be eligible for financing under
 
the loan.
 

The procurement procedures to
 
be utilized under this loan will
 
permit the equitable participattn
 
of U S small business.
 



DA 10e1. Irf Me toa pA- Standard AID contracting"oai aeiseta"ne, hoW procedures will be
4p $rivate on a
enterPPse oM- utilized. 
tvot basis uttiied? zf the 
fbolitie of other Fedem 

o~wW~ wittbe utitixed, ina w are they particuarly
 
suitfot; are they empotitive

vith priVate enterprise (if

,mpain); and hcw can they be 

so,
 

made available without unde
 
interferenoe with doaeetio
 
progrme P 

7. FAA #611(o). If this oan
 
invoTv8s a oontraot for con
etrution that obligates in
 
eaose of $100,000, witl it be
 
on a ompetitive basis? If not, 
are there faotoro which make it
impracticabZe? 

Procurement 

1. FAA §80.a). Witt oom.odity Yes. Procurement will 
promawent be restricted to U.S. conform to the limited
except as otherwise determined by. 
 untying policy announcedthe President? by the President. 

I. FAA #604(b). Witt any part NO 
of this loan be used for butk 
ccurodity proournent at adjusted
prices higher than the market 
prics provailing in the U.S. at
tie of pwWAete? 



16 

3. FAA 604(e). Willar part 
of this loan be used for procurement 
of arW agricultural comodity or
 
product thereof outside the US when
 
the dcmstic price of such commodity
 
is less than parity? 

4. FAA I 604(f). If this agreement 
provides for a commodity import 
program, will the Agency receive 
prepment certification from 
suppliers as to description, condition,
 
eligibility and suitability of
 
commodities?
 

D. Other Requirements
 

1. FAA 201(b). Is the country 

among the 20 countries inwhich
 
development loan funds may be used
 
to make loans in this fiscal year?
 

2. App 8 106 Does the loan 

agreement provide, with respect
 
to capital'projects, for U S
 
approval of contract terms and
 
firms?
 

3. FAA 0 620(k) If the loan is 
for constnction of a productive 
enterprise, with respect to which 
the aggregate value of assistance 
to be nirnished will exceed $100 
million, what preparation has been 
made to obtain the express approval 
of the Congress? 

NO. 

Not applicable
 

Yes
 

Not.applicable
 

Not applicable.
 



N Me afte Jd tht th 
wmst. not dt iated or oontma ed

hV the itt iwiql Cceupsneit uOV-
nt? Zf tke ooantry ie a Comedet 
iegtajl (inaZuding, but not W ted 

io. the oomtlies listed in MA 060(f)) 
od Ow tom ie intended for *eAoii* 

•..et0ow havmthe findiv. e•d.d• 
FA IS SO(f)

beae, an reported to the C0ornss? 

~.FAA 1820(h). What steps have
been taken to ueure tisat the Zoan 
mitt not be used in a mannier uhioh5
odltvIW' to the bcat inteviot of 
the United Stat ., promnotos or 
(aists the foreigni aid p'ojeote
of the Conramist-b Zo oountriue? 

6. ApP. 011O. Will any fnds be 
used tfXnance procurement of iron 
and steel producta for us, in Viet-
Am other than as contemplated by 
011O. 

7. FM s (). viiran partof Mrs 1N used in fifnning,
W"- V.S.-wniff toturcd autcziifobi l? 

Z. ao,the reqiuird waiver been". 

Kenya is not controlled
 
by the. international 
CoManist movement..
 

The standard AID loan 
provision against 
comingling will be 
included in the loan 
agreement,
 
geeet 

NO
 

NO
 



S. PA 1112o(a)(1). OWLOp)
WZZU awN amee
 

be famiu'sewd or Jnds made avai
44. to the goverment of Cuba or
 
the lnitved Arab Republic?
 

'. ,PAA 620(g).. WiZ anh part.
of this 74m be used to oompenate 
owmaro for exproprated or nation'atied 
property? If any asoiotance has 
been used for euch purpose in the 
pat, has appropriatereimburseuaent 
ben made to the V.S. for suns.diverted? 

10. FAA 6201(). If this is a 

project Zoan, what provisions have 

bcon made for appropriate partioi-

pation by the recipient oountryPi 

private enterprise? 


21. App. #104. Does the Zoam 
areement baia zy use of funds to 
pay pensions, etc., for persons 
who ore serving or who have served 
in the recipient country's amed 
foroea? 

No
 

NO 

The loan provides for 
the use of local
 
private enterprise in
 
the construction of
 
boreholes and catchment 
basins.
 

Yes. The loan
 
agreement limits the
 
use of the prohibited
 
purposes.
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Does the loan .es.. 

*- Vovd4for compliance
wiA US shipping requirements, that
 
at least "0 percent of the gross

UoM e of all comodities finanoed

with muide mad available under this
 
loan (ecmputed separately by geo
graphio area for dry bulk carriers,

dry cargo liners, and tankers) be
 
transported on privately owned US
 
-flag comnercial vessels to the
 
extent such vessels are available
 
at fair and reasonable rates for US
 
glag vessels. Does the loan agreement

alsOlrOvide for compliance with US 
shipping requirements, that at least
50 percent of the gross freight revenue,
of goods shipped under this loan must be 
earned by privately owned US-flag
Commercial vessels to be extent such 
vessels are available at ftir and 
reasonable rates for US-flag vessels?
 

13. FAA. Section 481 Has the country 

failed to take adequate steps to prevent

narcotic drugs from entering the US
 
unlawfullf?
 

14. FAA. Section 604, e. Has there been 

compliance with restriction against

procuring with AID funds agricultural
commodities outside the U S when the 
domestic price of such commodity is less 
than. parity? 

15. APP 110. Is the loan being used 
to tranTfer inds to world lending
institutions under FAA 9 209 (d)and 
251 (h)? 

No 

NoV applIcable,
 

No, 
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16. FAA 612 (d). ADD 113. Does the "The U S, does not 
United States own excess foreign own arw excess Kenyan 
currency and, if so, what arrangements. curreno. 
have been made for its release and will 
local costs be met with excess host
 
country currency (acquired without the
 
payment of dollars) on deposit in the
 
U S Treasury?
 

17. FAA K 604(d). -Will provisions be. As far as is,known,
 
made for placing marine insurance in Kera does not 
the United States if the recipient discriminate against 
country discriminates against any any .marine insurance 
marine insurance company authorized compa8r authorized to
 
to do business in the United States? do.business in the US.
 

ADD 114. Will the Committee on Yes. 
appropriations of Senate and House of 
Representatives be notified of the 
loan at least five days prior to 
obligatio, of funds? 



UNITED STATES OF AMERICA 4ril 197 
AGENCYIOffice of th. 

FMR INIERAT1ONAL DEVIILOMEN

Diror, 

.AID-DLC/P-2021.
 

"I!i P.O.Nairobi.Box 30261,Kelya. 

KE4YA LIr STOCK DEVELOPMENT LOAN 

COTIFCATION PURMJANT TO FAA SECTION 611 E 

I, Edward B. Hogan, the Principal Officer of the Agency for 
International Development in-Kenya, having taken into account, among 
other things, the maintenance and utilization of projeats in Kenya 
previously financed or assisted by the United States, the adequate 
financial and manpower support given to the Phase I Livestock Development 
Project, the internally-generated past and proposed contributions of the 
Kenya Government to the Agricultural Finance Corporation, the continuing 
support for agricultural education programs, and the demonstration of 
sound fiscal planning on a national scale, do hereby certify that in 
my judgment Kenya has shown both the financial capability and human 
resource capability to effectively maintain and utilize the capital 
assistance provided under the Livestock Development Loan. 

SIGNED: 
Edward B. Hogan 
Acting Director 

DATE:/
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ANNIEX 331 

ENVJI(4ENTAL ANALYSIS Page 1 of 9 

NORTHEST PROVINCE RAM-WAM PROJECT 

The information and conclusions presented in this environmental
 
analysis are based on data developed in the feasibility study for .the
 
Pilot Range Development Project*; the IRD appraisal report of the
 
Seond Livestook Development Project; the Leo A. Daly Co. report, titled
 
"Kenya Meat Commission Abattoir/Cold Storage Study", and the experience

gained by the USAID Mission livestock and range specialists, hydrogeologist

and engineers from the implementation of the First Livestock Development
 
Project. 

The First Livestock Development Project, sponsored jointly by IDA
 
and Sweden, wae initiated in 1968 and had as its principal objectives

the increase of beef production by providing credit for ranching

enterprises, establishing livtstock marketing facilities, rangeland

development and disease control. 
Since 1970 A.I.D. has assisted in the
 
development of a 1.8 million acre pilot area in the Northeast Province
 
through the provision of technical assistance under the National Range

and Ranch Development Project. 
The proposed Second Livestock Development

Project, coordinated by the IBRD and based on the findings of an IDA
 
appraisal mission to Kenya in October-November 1972, builds on and expands

the scope of the First Livestock Project. The principal environmental
 
protection measure 
included in the proposed project is the expansion of
 
the range management technique, developed for the conservation of resources
 
in the pilot area, into all aspects of the grazing and ranching program.
 
These aspects include coordinating with the Range Water Division for
 
developing water supplies on range areas, the Department of Veterinary

Services for disease control, and the Research Division of the Game Depart
ment for collection of data on interaction between wild life and livestock.
 

The above mentioned environmental protection measures are not
 
considered to have a negative cost effect on the project, as they are all
 
necessary to produce the desired increase in marketable livestock.
 

It was concluded that the overall effect of this project on the environment
 
is positive. Th introduction of good range management practices and the
 
increase of water available for both human and animal consumption will
 
greatly reduce the hardships of the Somali livestock owners, improve their
 
economic and living standards and bring them closer to the mainstream of
 
the Kenyan population. This program will increase the number of cattle
 
nnd thus increase the protein available in the country.
 

Based on development plans included in this 1970 A.I.D.-financed
 
study, a pilot project area comprising three grazing blocks
 
(approximately 2.0 million acres) was undertaken and completed In 1973 
with World Bank Financing. 
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The increase in cattle production would not have a detrimental effect 
on wildlife. Ia fact in the pilot project areas it was found that additional 
VaterIe points and the improved range practices reduced overp'eing, and 
actually contributed to an increase in the wildlife population. 

Conatuotion planned in support of the project would have the usual
 
adverse short term effectso such as dust and noise, associated with earth
 
moving equipment.. There are no natural resources committed to the project
 
that are irretrievable or irreversible.
 

Ikvircnrental Mpaot and Concerns 

There are six major categories of environmental impact to be considered 
within this project and one major socic-cultural area of concern. These areas
 
of Impact or oono6rn are:
 

1. The impacL of track, road, pan, borehole construction and channeling 
work above the pans (stock watering ponds). 

2. The impact of projected more intensive use of the forage resource.
 

3. The potential impact of overgrazing due to drought, possible range
 
management or livestock marketing inadequacies.
 

4. The possible introduction of water source diseases including malaria
 
and sohistosmiasis.
 

5. The interwoven effects of and on the pastoralist culture, and the
 
herdsman's resistance to or acceptance of change and regulation.
 

6. Competition between livestock and wildlife.
 

Analysis of Impacts and Concerns 

1. Construction Activities 

Nearly all construction activities will take place on flat gradient
 
lands (0 to 2% gradient) and erosion by water will have no detrimental effect
 
on these lands. The 2,600 miles of 14 foot wide track will be of simple
 
construction and used to provide dry weather access and firebreaks in the
 
range land.. Only an occasional section of track, about 100 meters long, will
 
be constructed on slope gradients of 2 to 4%, and some limited water erosion
 
will occur but will be of small overall consequence.
 

There will be little environmental impact during the construction of the
 
229 pans which will be used as cattle watering ponds. Wind is the dominant
 
erosive force over much of the Province and a slight increase can b* expected 
in wind erosion on the construction areas until vegetation has been re
established. The effect of borehole drilling on the environment is considered 
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to be negligible. Although little information is available on the effects
 
of borehole pumping on the water table and the ground water recharge capabi
lity, it is the opinion of the USGS PASA hydrologist assigned to the project 
that in general the recharge capability exceeds the proposed pumping capacity. 
It is possible that in some local areas heavy drawdown might effect several 
operating boreholes, and pumping would require close regulation.
 

Most of the bottom areas where pans will be constructed have only a 
semblance of a natural drainage system. The drainage system is more often
 
than not simply overland flow. The earth is full of large cracks and holes,
 
caused by the extremely dry conditions, and water from a high intensity rain
 
storm usually disappears into the earth just outside the immediate rainfall
 
area. The storms are typically very small and cover a front from one to three 
miles wide. Thus, to get a flow to the pans, it is necessary to establish a
 
drainage system above the pans by constructing upstream channelization with
 
crawler tractors and road graders. Due to the flat gradient, these channels
 
do not severely gully and tend to stabilize after the first few rains.
 
Maintenance of these channels will be necessary as they tend to revegetate
 
and lose their effectiveness.
 

The construction of tracks, pans, wells, etc. will remc;d about 4,6o0
 
acres from the 14,000,000 acre project and the overall effects of the con
struction activity are considered well within tolerable enviromental impact
 
limits.
 

2. Intensive Forage Utilization
 

Only about 50% of the rangeland in the Northeast Province is grazed'by 
livestock during the dry seasons. Thus the amount of rangeland that can be 
grazed during the dry jeason is the current limiting factor regarding livestock 
numbers in the Province. Implementation of this project will provide livestock 
water throughout the project area and in a normal rainfall year, the forage
 
resource. will become the limiting factor regarding total livestock numbers.
 
When the carrying capacity of the range has been reached through livestock
 
migratiors and natural herd increases, good range management as specified in
 
the block management plans becomes imperative.
 

A buildup of wildlife numbers is expected in the projected area based upon
 
experience in the pilot project area. While the initial increase is due to
 
wildlife migration, reproductive increases will also be evidenced in the years
 
to come. In the pilot project, elephants increased from practically none to
 
a considerable population and a sizeable increase in Grevy Zebra has been
 
noted. These migrations and increases are a direct result of providing water
 
in hitherto dry areas. This trend in elephant and zebra migrations and in
creases can be expected to continue in the Phase II project area. Little is
 
known concerning forage competition between the livestock and wildlife of the
 
area. Zebra, Grants Gazelle, Oryx, Dik-Dik and others have foraging habits 



iilar to cattle and oamels. Gerenuk are browsers similar to sheep and
 
oate but are able to browse higher in the bush than sheep or goats.
 

MmVny safeguards are built into the livestock stocking rates. When
 
calculating available forage, total forage produced on any given area is
 
first reduoed by the amount of bush canopy present, second by the. amount
 
of mountains, lava flows and other non-range types of terrain, and finally 
the amount of forage remaining after the previous two deductions is decreased 
by 50 to provide a drought reserve, and forage for competing wildlife and 
fire. Of the remaining 50%, only 60% is used for calculating stocking rates. 
This results irn a very conservative stocking rate for livestock but very

justifiably so since the effects of drought or the forage use by wildlife
 
inorfases can be considerable.
 

Another safeguard for wildlife is the range management grazing system
 
used. Under this system, assuming 8 pastures in a typical block, 3 pastures
 
would be grazed only during the wet season, 3 pastures would be grazed only
 
in the dry season and 2 pastures would be rested and not grazed in either the
 
wet or dry season. This provides much area for wildlife free of livestock
 
with no outside influences to affect their natural habits.
 

One conflict between elephants and the pan design has been noted in the
 
pilot project area which must be resolved.
 

The large pans (5 million U.S. gallons) have been designed with 11-:1 
baokblopes to minimize evaporation. The plans were to fence the pans and 
pump the water into troughs for the domestic livestock. The elephants do
 
not respect the fences and go thru them. 
Other wildlife and livestock follo
 
The steep backslopes cannot withstand trampling and begin to seek a more
 
natural angle of repose. The earth from the backslopes ends up as sediment 
in the bottom of the pan, thereby reducing the depth of the pan and hastening 
pan maintenance. Since wildlife is a great asset to Kenya and since elephants 
cannot be fenced out, it seems best to design the pans with a flatter back
slopc (6:1) and allow wildlife and livestock free access to the water.
 

Another problem of a similar nature is the fact that about 4 bush fences
 
have been burnt by Somali herdsmen. The apparent reason is that the camel
 
owners do not want to water their camels with cattle. Camel urine is very
 
concentrated and strong. The Somalis do not want the camels in the pan water
 
for this reason and so build small mud troughs at the waterts edge and bucket
 
water into these troughs for the camels. Cattle, of course, would trample
 
and ruin Lhese mud troughs so the camel owners seek a watering spot away from
 
the cattle.
 

While there are potentials for wildlife-livestock use conflicts, none
 
will be unsolvable. Due to the many safeguards built into the project, wild
life-livestock forage competition will not stress the forage resource. 
Con
tinued application and enforcement of the livestock grazing system in use in 
the pilot areas will provide for range improvement and increased forage 
production in the future for both wildlife and livestock. 
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3. OvergrAing
 

In spite of the safeguards mentioned under the previous section, the 
potential exists that overgrazing could become a problem on the project area, 
if range management practices break down. The project is designed to function 
and not cause range deterioration even under drought conditions. Experience 
to date in the pilot project shows that the range management there has been 
effective and that boreholes and pans with water can be closed to use and 
pastures receive the deferment or rest intended for them. Evidence to date 
indicates a strong Range Management Division, with many young dedicated 
employees who know their jobs and supervision by very able range administra
tors, will be able to implement the Phase II program. 

The effort to increase livestock production in the Northeast Province 
is a three pronged attack. One portion is the range-water development; the 
second is increased veterinary services, and the third is livestock marketing. 
The range-water and veterinary services projects are designed to increase 
livestock numbers. The livestock marketing project isdesigned to remove 
immature and slaughter cattle from the Province in a systematic manner so the 
economic benefits of the range-water and veterinary services projects can be 
realized. Phase II of the livestock marketing program involves establishment 
and refinement of a system of holding grounds with facilities and livestock 
trails as well as establishment of marketing centers and a fleet of eight cat
tle trains. Under drought conditions (which may well be normal conditions), 
trailing of livestock up to 400 miles to market has not been possible. For 
instance, the last purchase of cattle by LMD (Livestock Marketing Division) 
in the Buna area was September, 1972. Since that time they have been unable 
to buy cattle there because of the lack of water necessary to trail them to 
market. The proposed eight cattle trains (capacity 72 head each) would haul 
cattle from areas such as this during periods of drought. It is possible that 
livestock may be produced at a higher rate than they are marketed, and at a 
certain point in time livestock numbers could surpass the carrying capacity
 
of the range and range conditions would begin to deteriorate. Drought condi
tions coupled with overstocking and the ever present wind erosion potential
 
could combine to produce long term range vegetation damage or even Sahelian
 
type conditions in local areas. The only obvious and practical safeguard to
 
prevent this is an effective and viable marketing program that has a built
in ability to quickly remove culls, immatures and aged livestock when drought
 
conditions become evident. This will leave only the basic breeding herds on
 
the range and losses and human suffering should not occur. Marketing infras
tructure to oe financed by the British as part of this project ts ('.signed
 
to permit increased off-take, however, because of its importanc6 the.effective
ness of this program will be monitored closely during donor supervision
 
missions.
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4. Still Water Hazards 

Shistosomiasis is a snail borne di-isase which has infected a large 
portion of the population of Kenya. Fasoio.iasis, an economically important
 
disease of cattle, also is snail borne and o~uld become established in the 
pans. Both the watering pans and any feeder streams would provide a suitable 
habitat for the intermediate host snails of these diseases. These organisms
 
penetrate the skin of humans or animals when they enter the water. Water for 
the cattle watering pans is from seasonal streams and rain runoff channels
 
and some snail control will be accomplished by the seasonal drying up of the
 
natural water oourses. This action will reduce the numbers of snails and thus
 
interfere with the cycle which creates the disease causing organism, but
 
undoubtedly mollusciciding will be needed to control either of these diseases
 
should they become a problem.
 

The area in which the pans will be developed is not now considered a
 
malaria area, however, the possibility exists for malaria and filariasis
 
carrying mosquitoes to breed in the watering sites to be established under this
 
project. Tsetse fly breeding would be enhanced if a thick growth of trees line
 
the pans. Control of mosquitoe breeding sites can best be accomplished through
 
a testing program and the application of insecticides when and where required.
 
Reduced vegetation along pan banks would be desirable to control tsetse flies.
 
The Kenya Qovernment currently carries out such insect control and water test
ing programs, in order to control any adverse breeding of vectors causing
 
disease. The naturally occurring insecticides used in Kenya are pyrethrum
 
based and not harmful to animals nor do they create adverse residual effects. 

5. Socio-Cultural Effects 

Experience on the pilot project area indicates acceptance and interest
 
in the project by the Somali people in the area. All of the chiefs and sub
chiefs and ab(..it 150 individual livestock owners have been thru a one week
 
training and Information school at the Giriftu Pastoral Training Center. There
 
they become acquainted with the range management system, regulations and what
 
is to be expected of them. Acceptance and understanding has been good.
 
Interest, of course, in new water development is as strong as can be expected
 
but there is also interest in and general acceptance of the range management 
principles involved. Drought years will strain the entire project system,
 
including the Somali people, and firm measures will be necessary to insure that
 
the established range management program is followed, especially in the utiliza
tion of water points. As the S;oniali sons and daughters become older, acceptance
 
of additional regulations will be easier. Some small permanent settlement are
 
beginning to be established at several of the established boreholes and in one
 
or two generations pastoralism as it is known now may have disappeared.
 

6. Wildlife 

1. General
 

The rapidly growing tourist industry of Kenya is largely based on the 
abundance and diversity of the wildlife. Eight National Parks and four Country 
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Council Game Reserves are one of the focal points of tourist activity;
these now produce an estimated Ksh. 24.1 million per annum. 

The movements and grazing patterns of the majority of the game
 
species are seasonal in nature; they move in and out of the game reserves as
 
water and grazing vary with irregular rainfall distribution. These migratory
 
movements bring the game population of the parks and reserves into competition

with livestock grazing in the areas by increasing stock numbers and over
grazing, has now been augmented by the rapid growth in land adjudication and 
the establishment of group and company ranches in pastoral range areas ad
jacent to the game parks. 

A certain degree of accommodation between wildlife and cattle is 
apparent, however, 
Giraffe, elephant and eland graze or browse vegetation
 
components not utilized by cattle, whereas most of the plains game are
 
directly competitive. Competition can also be indirect; calving wildebeast
 
are-regarded as the source of Malignant Mucosal Catarrah and their grazing
 
areas are strictly avoided by pastoral herdsmen. Ratios between the bio
mass of cattle and game commonly approximate470:30 in rangeland areas adjacent
 
to game parks. In open range areas where the availability of dry season
 
water limits cattle numbers, the construction of permanent water points usually
leads to an increase in both cattle and game numbers. 

The reaction of cattle owners to wildlife on grazing land is largely
related to their impact on cattle numbers and to the cash income received
 
with or without wildlife. Quantitative data is scearty. It is clear, however,
 
that considerable economic benefits can result from game-viewing, huntinr, 
game cropping, and that in the game parks of Kenya, the direct and indi A 
returns per unit area of land are substantially higher than on similar land 
used for traditional pastoralism or ranching.
 

The most immediate problem in the competition between cattle and wild
life occurs in the wet and dry season dispersal areas of the Nairobi, Amboseli
 
and Masai Mara parks where land adjudication and ranch formation is proceeding

rapidly. If game in these new ranching areas are reduced, the tourist income
 
of the associated game parks could decline. The game will be tolerated by 
local cattle owners, however, only if it represents income to them. In its
 
simplest form, this would involve compensation payable from park revenues for
 
the loss of cattle production. Additional incentives might be added by
 
allowing pastoral group to profit from the hunting, viewing and cropping
rights. The measurement of game and livestock grazing pressures should be the 
basis of control on stock and game numbers, and the balanced control of overall 
stocking pressure should provide the basis for transfer payments between the 
tourist centers and associated grazing land owners. 

The wildlife component of the proposed Second Livestock Project 
covers the grazing areas associated with the Nairobi, Amboseli and Masai Mara 
SUM reserves. Its three basic objectiVes would include: 
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a. 	 Monitoring of livestock and wildlife distribution and numbers; 

b. 	 Construction of alternative watering facilities for both Same and 
livestock in areas where the closure of park boundaries deprives them 
of traditional dry season water and grazing; 

0. 	Ccmpensatica for the decrease in income from domestic livestock 
experienced in those ranching areas where the migratory movement of 
wildlife from Same parks impedes livestock production. 

2. 	 The Monitoring Program 

The monitoring program would cover about 255,000 km2 and include the 
ecosystems of the Nairobi, Amboseli and Masai Mara parks. It would also cover 
the 	area included in the Northeast water development component of the First 
and 	Second Livestock Projects and all group and company ranch areas. 

The 	program would collect information on the following .items:
 

a. 	Livestock and wildlife numbers in each ecosystem;.
 

b. 	Movement patterns in the wet dry seasons;
 

c. 	Changes in habitat and habitat conditions;
 

d. 	Local climate; and
 

e. 
Extent of changes in local human population density and agricultural and
 
livestock husbandry practices.
 

The aerial census techniques to be used are well-established and currently
 
used by private contractors in Kenya. Ten surveys over a period of 3-5 years
 
are required to establish accurate base data; thereafter an annual census will
 
suffice.
 

The proposed Project would provide funds for the establishment of a Census
 
Unit within the Research Division of the Game Department. Under the overall
 
guidance of the Project Manager, this unit would have responsibility for the
 
collection, analysis and dissemination of the data to bc collected from a
 
combination of aerial and ground surveys and from satellite photography and
 
private research studies. It would also be responsible for recommending the
 
changes required in stocking densities of both domestic stock and wildlife
 
as well as optimal means of accomplishing these changes.
 

a. 	A senior scientist to establish the unit's program;
 

b. 	The in-country training of local Kenyan staff;
 

o. 	 The contracting of aerial and ground survey studies to cover
 
255,000 km2 with 10 sample surveys in 3-5 years;
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4. The provision of support services involving cliamte measurement gauges,

offtice exeinmes, computer time and film processing and reproduction. 

Alternatives Considered 

1. No ProJest 

In order to Increase livestock production, the proposed project will include
the introduction of improved range 
and water management practices over an
increased amount of grazing land. Without the project the present deterioration.of range resources would continue and could reach a point where the deterioration
might be irreversible. 
Without the project the potential increase in livestock

offtake would not be realized and the GOK would lose considerable economic
benefit. 
No project would mean that the Somali livestock owners and their
dependents would continue to exist under extreme hardship, and with little op
portunity to improve their low standard of living.
 

2. Change in Size of Project
 

Project development has been sized to most efficiently util.ze available
physical and management resources. The included land is the maximum area of
 
greatest potential and excludes land where return from increased livestock
 
production would be marginal.
 

A smaller area of development, with the same input, would mean a moreintensive effort with fewer people benefiting from the project. The proposed
size will directly involve more people initially and the more intensive deve
lopment will be part of the follow-on program. 
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ANNEX IV 

THE KENYAN ~~ECONOMYlh 
Paige .1.oe.o. 

In term of overall growth, Kenya's economic performance since Independence

has been impressive in almost all respects. During the period since 1964,GDP has grown at an average rate of about 7 percent in real terms, which

has allowed significant gains in per capita income despite the high
population growth rate. Average per capita income in 1972 had risen to
about $160 which is about the mediall for African countries. This growth
rate has been triggered by a high and growing rate of investment in both
the private and public sectors. 
 In recent years, fixed capital formation

has accounted for over 25 percent of monetary GDP, which is 
an exceptionally
high investment rate. 
However, this has inevitably put a strain on Kenya's
economic resource base, and subsequently on the balance of payments, despite
the fact that Kenya's domestic savings rates (19-20%) is one of the highest

in the developing world.
 

The Government's fiscal and monetary management has been one of the factors

responsible for the generally sound performance of the economy. 
On the
fiscal side, the public sector's performance has been very good. 
In 1964,

Kenya had a recurrent budget deficit, a relatively insignificant development
budget and depended heavily on external aid. 
Since then, by virtue of its
increasing tax effort and disciplined control on spending, the Government

has (i) converted its recurrent deficit into a substantial surplus (which
in 1970/71 accounted for 23 percent of all national savings), (ii) expanded
its development budget at an average rate of 27 percent a year, and (iii)considerably reduced its relative dependence on external aid. 
The fact that
Kenya achieved these eesults with only negligible internal inflation and
without resorting to :xpensive forms of external financing makes this

performance 
 even more notable. 

While Kenya's performance in sustaining a fast rate of overall growth over
the past ten years has been 
very good, some aspects of development have been
less satisfactory, and several important issues inevitably emerge as Kenya

prepares to embark upon the second decade of development. The most worrying
aspect of Kenya's past performance has been the failure to 
distribute the
benefits of development as widely as the Government would like and, inparticular, the growing unemployment and the continuing poverty. 

In looking towards the ensuing decade, the 
first prerequisite for launching
a more effective attack on unemployment and rural poverty is to maintain or even increase the past rate of growth. 
However, a number of indicators
 
suggest that it may be more difficult for Kenya to maintain the momentumachieved in the past without some significant adjustments in the pattern of
development and the style of management. Capital-output ratios, while stillreasonably low on the average, have been rising, both household and public
savings show some sign of levelling off, and the increasing resource gap hasput pressure on the balance of payments which has exceeded the supply of
 
external capital. 
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In several respects$ therefore, Kenya my bedevelopment and at a turning point in herwill need to determine how the economyperform more efficiently. can be made to 
of Kenya's past 

In part the problem arisea from the veryperformance: succesfor example, the domeatic savings rate and 
But the position is also partly due to the fact that by the end of the first
 

tax efforts have boon so good that there my be little room for improvement.
 
decade Kenya had accomplished many of the more obvious and easy.tasks,.and
that the future planning and management of the economy must inevitably be
more complex.
 

Thus; in agriculture, the impetus provided to the sector by the major programs
of land transfcer and settlement is slackening, and future development will
have to give more emphasis to Lie difficultand employment among the smallholders, 
task of increasing productivity

ranchers and pastorialists many of
 
areas. 

whom live on lanm- which seem to be either too small or in marginal production
Similarly, in manufacturing, the process of replacing imports, often
at high costs, by encouraging foreign investment, has reached the point of
dLm-':dLshing rfiturns, 
and Kenya is having to devise a whole new set of measures
.odigred to make manufacturers competitive in export markets, and to foster
small businesses in which African entrepreneurs 
can develop and prosper.
 
The major emphasis of the recent World Bank Basic Economic Report on Kenya
economic report was on agriculture and resource-based manufacturing.
culture and related manufacturing Agriuse resources more "efficiently" in
creating incomes and employment, conserving scarce capital and skilled
manpower, redistributing income, generating foreign exchange and perhaps
even stimmlating savings than other sectors. Moreover, in the context of
Kenya, the possible policy dilemma of having to "trade-off" growth against
employment (and income distribution) does not seem to arise since both
growth and equity goals 
can be achieved through restructuring the pattern of
growth in favor of the directly productive sectors. 
Rising import prices
and the increased cost of fuel is likely to encourage greater use of Kenya's
most valuable domesttc resources 
-- land and labor.
 

In manufacturing, it 
 appears that while Kenya may well have a comparative
advantage In agricultural-based processing, the protection given to import
substitution induatrles has not only encouraged the establishment of some
inefficient industries and discouraged exports by distorting input prices,
but has discriminated against agriculture. 
Import incentives for efficient
resource allocation may result from the incipient moves towards uniform
tariffs and Incentives for exports which the Kenyan authorities are already
contemplating in collaboration with the other two Partner States of theEast African Community. 
Kenya naturally will face a number of particularrestructuring growth. problems of her own in
The first is 
to create the appropriate environment
of price and other incentives to induce the private sector to develop
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rapidly and make better use of the resources available to It. A secondproblem Kenya facea is the capacity of the public sector to accelerategrowth In the preferred sectora, particularly in agriculture. The problemis largely one of skilled manpower, and it is clear that Kenya's developmentpotential will continue to be curtailed by the scarcity of skills for a
long time. 
 The recent World Bank Basic Economic Re ort and the Agricultural
SectorSurvey have both emphasized the resultant problem of low absorptive
capacity In agriculture. 
For industry, the dearth of managerial skills
adversely affects small-scale business development and hinders efforts to
 
screen new large-scale industrial projects.
 

In adopting its new development plan, covering the period 1974-78, the
Kenya Government has already taken an important step towards initiating thekind of economic reforms noted above. 
 However, following the recent increases
in oil prices and the expected rise in the cost of other imports, the
ambitious targets of the plan may have to be reduced, and sor3 adjustments
will need to be wAde to the investment program. Preliminary estimates
indicate that the not additional cost of oil the Kenya
to economy in 1974will be around $65 million, and that, taking into account the anticipated
cost increases in other imports, Kenya may face a residual external financinggap of about $100 million in 1975. The Kenya Government has already startedto draw up an emergency program to deal with the new situation. The likely
components of this program are reinstitution of import controls and a curtailment of development effort in the short term, together with an accelerated 
move towards restructuring the pattern of long-term growth. 
The initial
response of Government has been positive and realistic and the new stringencies
imposed on the economy by the rapid deterioration in the ters of trade will
probably accelerate some of the necessary long-term economic reforms. But,
if the momentum achieved in development is not to be too severely curtailed,the Kenyan economy will need additional exterual capital during the next
few years of adjustment. Much of this will have 
 to be on concessionary terms,and some non-project assistance will probably be required towards the end of
1974 according to preliminary forecasts of the balance of payments position.

The forthcoming meeting of the Consultative Croup is expected to give
particular attention to Kenya's short term prospects and aid requirements.
 

Kenya's outstanding axternal debt increased from $258 million at the end of
1963 to $510 million at the end of 1972, of which $353 million had been
disbursed. Thus, since Independence, Kenya has accumulated external debts
at about 7-3/4 percent a year, or only slightly faster than the average

rate of growth of GDP. In addition to its own external public debt, Kenya
is also jointly responsible, together with the other two Partner States, for
the debts Incurred by the East African Conminity and its institutions, which
amunted to some $277 million in September 1972. 
About half of the Community's
external debt is held by the Bank Group. 
If a notional otte-third of theComunity's total debt is allocated to each Partner State, Kenya's debt service burden is increased by roughly a quarter, but still. represents less than6 percent of her foreign exchange earnings. 
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THE LVS0CK SUMECO IN KOyA* 

A. ZM =C AND Bk O~aR'M
 

Lying astride the equator on the eastern coast of Africa, Kenya has
an area of 582,750 km 
and a wide variety of climatic and ecologcal conditions
ranging from semi-desert to temperate. The population Is riow estimated atAltout 12 million, and is growing at a rate of about 3.4% per year. 
About 80%
of tie population lives in rural areas and depends on agriculture for its
 
livelihood.
 

Kenya's Groas National Product (GNP) in 1971 
was about US$1.9 billion,
with a 
per capita Income of US$160. 
 The average annual rate of increase in
Gross Domestic Product (GDP) in real terms 
for the past eight years has been
over 6.5%. Kenya's exports accounted for about 27% 
of GDP over the pat five
years. In 1971 total exports were about US$/480 million (including tourism
earnings and commodity exports) and imports were about US$585 rallion. Thegrowth rate of importa and export h,.o averaged 12% and 7.5% p.a. respectivelyduring 1964-71, resulting in a deterioration in the trade balance. 

1, The Agricoultural Seotor
(
 

Agriculturt accounts for 31%
exports. of GDP and 60% of the total value of
Basic food crops are maize, wheat, millet, potatoes and plantains/
bananas. 
Main export crop:, are coffee, tea and pyrethrum. Livestock production, valued at about US$71 million amnually, constitutes about 4% of GDP and
contributes about 8% 
to total exports.
 

Kenya niy be roughly divided into areas of high agricultural potential  these comprise about 20% of the country and include the highlands and
coastal belt regions  and the range areas, suitable mainly for the extensive
production of livestock for both subsistence and commercial needs. 
 Out of
Kenya's total area of about 58 million ha, only about 4 million ha are 
resently cultivated. 
 It is estimated that an additional 8 million ha is suitable for cropping and improved pasture. Rangelands occupy about 80% of the
total area (46 andillicn ha) con-in about 10% of the total population;thene have considerable potential for livestock and wildlife development.Under a rangeland adjudic&tion program, land ownership is vested in individuals or registered 8roupe; at the present time an active program is being
carried out in the Rift Valley Proviace.
 

Livestock represents a major national resource to Kenya. The live
stock population comprtses about 9 million cattle (Including 0.5 million dairy
 

* 3SJ o ID Appralual Report - Sooond tdvestook Project 
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coe) and about 3 million cheep and goats. About half are concentrated in ti, 

densely populated agricultural areas and the other half are widely scattered 
over the sparsely populated rangelands. About 0.5 million hee~d are found on
 
large-scale comumecial ranches; these are the main source of quality beei pro
duction. Growth in the national herd has averaged about 2% over the past dec

ade. About 800,030 head of cattle are vlaughtered annually. Only about 285,000 

head arg marketed through commercial channels, resulting in a commzrcial off
take rate of about 4% - half of %hich comes from commercial farms and ranches
 

and half from traditional pastoral areas. Domestic per capita beef consumption*
 
is high in comparison with countries in Eastern Africa. Exports
 

of livestock were valued at about US$16 million in 1971, an increase of 24%
 

over 1970. In the previous five years, however, beef exports had stagnated
 

at about US$8 million annually.
 * (betwen 13 an.d l1{ kg) 

3, Animal Health
 

Rinderpest has been successfully controlled by a compulsory vaccina
tion program involving about 0.75 million cattle per year. Government has 
also made progres3 in the control of other important diseases which currently 

limit animal movement and production. These are Eait Coast Fever, Trypan
somiasis, Contageous Bovine Pleuropneumonia and Foot and Mouth Disease (FM). 

Dring the pant five years 40,000 km2 has been established in or around Cen
tral.Province as o 1MD free zone. About 0.8 million cattle are vatcinated 

each year with appropriate F4L) vaccine types. Outside this area RM is en
demic in the livestock and wildlife populations. Pleuropneumonia is endemic
 

in Northeast Province, but has been prevented from spreading to other areas 
by strict Govcrnment control on livestock movement and by the vaccination
 

and quarantine of all marketed aninal.s.
 

4. Wildlife
 

Wildlife is an important natural resource and Kenya has paid con

siderable attcntion to conserving its unique population of wild animals. The 

main commercial uses of wildlife resources are viewing, hunting and cropping 

for meat and products. Of these viewing is by far the most important, and
 

wildlife is considered a major tourist attraction. Kenya's rapidly growing
 

tourist industry earned about US$68 million in 1972 (20% of foreign exchange
 

earnings) and almost 600,000 visited national game parks and reserves.
 

There are eight national parks and four County Coincil game reserves 
in Nenyn with a toterl, arcs of about 24,500 km2 . The largest nation.l park, 
Tnavo, has an area of about 20,576 kin?. Althoug;h due to differcnt grazing 

and browsing behavior wildlife and domestic animals are in some respects com
plementary in their utilization of rangelands, they often compete for the 

suma scarce feed and woter resources; thcre are also negative interactions 
through disease transr;Jsklinn and predntJ..on. There is, therefore, an inherent 

conflict in the projected development of range1ands for beef production and 
the goals of wildlife conscrvation programs. This conflict is of irmediate 
concern in the vicinity of national parks and game reserves, where rangelands 
are being actively adjudicated. Wildlife will be endangered in many areas 

http:predntJ..on
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unless their %retricted movnent over these rangelands is assured. 1/ Cov

eminent Is seeking to alleviate the prohleiis by providing alternative water
 
supplies outside tbh wildlife raterves in order to control the movement of
 
livestock into these areas, and by compensating ranch owners for permitting
 
wildlife on their property. Government hna agreed that compensation would
 
be made in the form of transfer payments from income generated by the wild
life parks,
 

5. 	Marketinr and Processing
 

* All existing livestock markets, stock routes and holding grounds
 
are owned and operated by the Livar-tock Ma:.keting Divilson (LMD) of the Min
istry of Ariculture. UUD acts a:; a buyer of last resort, but is
 

the 	largest supplier of cattle from Northewtst Province, as privat" 1-raders 
are 	unwilling to undertake Jthe risk and c.cpcnse associated with Peuropneumonia 
vaccination and quarantine reuir:,-r~nts. In 1972 i2M purchased ab:ut 18% of 
total cattle marketed (50,000 hena) and pu-chasas were almost entirely from 
Northeast Province. In many arew irketLng facilities are inadequate or 
non-existant and it Is Government's intention that LMD upgrade these by pro
viding essential infrastructure ia all areas.
 

The 	Kenya Meat Commission (MC) ;:epresents the most important segment 
of the meat processing incustry. It owns and operates two large meat packing 

plants at Athi River and Mombasa. With cu::rent improvcments the processing 
capacity of these facilities will be about 1000 and 300 head of cattle 
respectively. Sixteen KNGC licnse.dc abattoirs (improved slaughter slabs) olnied 
by local government authorities slaughter Tbout 90,009 head of cattle and about 
90,000 sheep and goats. In addition local butchers and private slaughtering
 
for 	home consumption accounted for about 0.5 million head of cattle and 2.5
 
million head of sheep, goats and calves.
 

KMC has a monopoly over exports of meat and -meat products. About
 
50% of its total production is exported, and for the year ending October
 
1972, exports comprised about 10,000 m tons of canned corn beef, 150 m tons
 
of meat extract and 2,500 m tons of chilled and frozen beef. Most of the
 
canned beef was exported to the U.1'. and the chilled and frozen boneless cuts 
have recently been sent. to Italy, Spain and Switzerland. Although the Athi 
River plant is within the disenare free zon:! and is generally regarded as up 
to export atandards, i14rs proximity to arca,; where FMD is endemic makes it 
necessary on some occasions to accept cattle from these areas and consequently
 
makes it difficult to meet import requirements on disease grounds for certain
 
European countries.
 

/ 	 A UND?/FAO Wildlife Hanagemeat Project costing about US$2.5 million (of 
which Kenya Government contributed 40%) was initiated in 1971 to provide 
raee.rch Into wildlife cropping and the integration of wildlife and cat
uAa 	ranching.
 

http:licnse.dc
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6. overnment ServIces 

Responsibility for agricultural services rests with the Minlistry of 
Agriculture. The Range Management Division is staffed with tobout. 
360 professional and technical employees and receives substantial assistauce 
from USAYTJ range advisors and rAO/UNDP speclalists. In addition to field and 
extension activities, the Division is also charged ith responsibility for in'
tiating reearch on rangelands. The Range ater Division, which al.Po receivet
considerable technical assistance from USAID, is responsible for water supplic'a 
on range areas. It is adequately staffed and its overall perfozrz.anco has been 
satisfactory. Vie Dcprtment of VeteriMary Services is actively invOlVed !n 
the implementation of a program for control of the important diseuseG which 
limit cattle movcmclt and production. Education and-training services have 
recently been expanded. Sufficient veterinar gr'aduatei; are being trained 
in the University of Nairobi, which row also provides dcgree trainig in 
General Agriculture. There is rx, university degree level trainirZ, i. animal 
hubandry and range management, l.ut a co-is ldct'able number'of studcntI receive 
tralnin,, abroa-d ench yuar Under t)l.atcr,l progranis. At the pr:scnt time there 
in an iro.iffIcient output of university level staff, and suppleueiisntaft 
will continue to be rcc!:uited ovcr-oeas. Sufficient technical staff 111 be 
provided fco. Egerton College's th:,e year diploma course in rauge n:Uagerer.t, 
and from tihe Animal Health and Industry Training institute (AHiTI) at Katete. 

7. Agricultural Credit 

The Kenya banking system consists of a central bank, seven commercial 
banks, the Agricultural Finance Corporation (AXC), the Cooperative Bank, and 
several Otatutory boards for crop promotion. The Central Bank exercises little 
control over agricultural lending except by. setting the prime interest rate.
 
The commercial banking system Ls of June 30, 1971 had total advances of Ksh 
2,080 million, of which 11% was direct lending for agriculture to about 7,500 
farmers and agro-induszrial corporations. The Cooperative Bank loan advances 
at June 30, 1971 amounted to Y-hi5 million, of which about Ksh8 million was 
provided for production finance. Certain statutory boards provide credit in 
kind to 75,000 farmers for the production of crops for which t'hey are the
 
single marketing channel. Apart from theae ins:itutions AFC is the main c 'cdit 
channel for small and medium-scz.le farme--s. As of March 31, 1971, AFC loan 
advancen- wcrn .boutK[.1h200 million to come 14l,000 farmers. Interest rates on 
agriculturul crtcdit are in line ith those for other purposes. Ccmr.crcial 
banks charge 8 to 9% and AFC 8%; co-opeoative members are charged 10% by their
 
societies.
 

http:medium-scz.le
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8.. 
The First Livestock Development Project
 

The first livestock development project with a total
project cost over a 5-year period of about US $11.4 million was
financed by IDA and SIDA (Sweden) with equal contributions of.
US $3.6 million. The principal objective of the project was to
increase beef production by providing credit for four different
types o: ranching enterprises. 
 It also provided facilities and
services for livestock marketing, range water development on communal
land, and disease control. 
Under the project credit was extended for
the first time to traditional pastorallsts to assist them in the
transition from a subsistence to a market-oriented economy.
 

The organization and management of the First Livestock
Project was the responsibility of AFC, and the head of its Ranch
Section acted as project manager. This arrangement was cumbersome
as the project manager, located in AFC, had neither the power nor the
status necessary to influence the government agencies.
 

The project was slow in getting underway, mainly due to
organizational and administrative delays. 
There were problems in
recruiting qualified staff, legal difficulties with land titles and
loans, and delays in establishing a credit system for group and compan
ranch development. 
The project picked up momentum during 1970. By
March 1972, funds for ranch development had been fully committed, with
90 applications approved compared with 60 projected at appraisal.. The
greater number reflected lower group and company ranch lending offset
by an underestimate of demand for commercial and individual ranch loans.
Individual ranch loans were 37 compared to an estimated 10 and commercial
loans 39 compared with 20; group ranch loans totalled 9 rather than the
estimated 20, and company loans 5 raLher than 10. 
Financing of the
increased number was made possible by an overestimate (about 70%) of the
size of the loan required for a commercial ranch. 
For the project as a
whole, long-term loans for fixed investment were generally overestimated
and short-term loans for steer purchases were seriously underestimated.
Loan categories were revised in 1972 to reflect actual demand.
 

The livestock marketing component has helped LMD to increase
its cattle purchases from 15,000 in 1968/69 to 50,000 in 1971/72. 
Field
visits by IDA staff indicate that borrowers have derived at least the
financial benefits forecast at the time of appraisal. Even though the
number of group loans fell short of the projected total, this concept
represented an innovative means of ranch development. Taking into account
'the delays in land adjudication, the legal difficulties, and the fact
that the project areas reserved for group ranches proved too.
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resirfetive, the results achieved were encouraging. A particularly signif
icant feature has been the willingness of semi-nomadic cattle ownere to par
ticipate in group and company ranches, and of snall livestock ownersi to form 
companies to own and operate commercial ranches in the higher potential areas.
 
The first project has, therefore, broken now ground ifimaking credit availa
ble to pastoralists and small herd owners and has encouraged Government to
 
prepare a lairger and more comprehensive Second Livestocl, Project. 

B. LIVESTOCK PRODUCTION
 

The lcnd area of Kenya is about 583,000 km , about 20% of which 
has agricultural potential. The remainder is mainly 'rangelands with vary
ing degrees of aridness and suitable only for extensive beef productioai. 

Agriculture is the most important sector of Kenya's economy, 
accounting for 31% of GDP and 60% of the total exports and wngaging 80% of 
total population (12 million). Gross agricultubal marketed production was 
US$234 million in 1971, of which US$71 million (30%) was contributed by live
stock and livestock products. The growth rate (1966-1971) for iveatock .nd 
livestock products was about 6% p.a.; the rate for all agricultiral riarketed 
production was about 4% p.a. The value of livestock production in relation 
to the rest of the sector increased frm 2% in 1970 to 30% in 1971 as a 
result of decreased agricultural 'production due to drought and a reduction 
in the price of coffee and tea. 

The livestock subfector contributes a small share to Kenya's 
external trade. Livestock imports are negligible; expor-ts of livestock 
and lJ.vestock products were about U$12.6 million in 1970 and accoun'-cd 
for 6.3% of total commodity cports. In 1971 the export valua for livestock 
and livestock products was U-3$15.7 million, accounting for 7.6% of total 
comnodity exports. The potential for increased livestock 'production is 
considerable because of the favorable environment and uemand for beef and 
beef products on world markets. 

The Second Davelopment Plan emphasizes the need for increased 
productivity and provides for an increase in the quantity and quality of 
inputs into agricniture. In the livestock subsector the plan calls for a 
decrease in the time takei to bring cattle to slaughter weights, in.provement 
in the transfer of cattle from range areas to slaughter planto, and the
 
transfer of immature cattle from marginal breeding lands to areas of grcater 
potential to incrase the weight of beef produced per animal and to peorit 
an increase in the number of breeding cows to be kept on these ranges. 

1. ent Cattle Production 

The beef cattle industry is divided into a traditional and a modern
 
commercial nctor. The cattli population of about 9.0 million 'is about 

'lually di:tributed between the rangeltuids, most of whLc have a rainfill 
Of 600 um or lens, and the bettor agricultural areas.' The pastoral trites 
Of Kenya, who occupy most rangelands, keep cattle primarily for subsistence 
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Contliptioii. As milk Is Lhe major subsistence food, the proportion of cows
 
in the pastoral herds is -Large; in times of severe scarcity (d'ought)

few male calves are reared and offtake rates are therefore relatively lo,.
 
Cattle sold are primnari]y steers of about 250-270 kg liveweight. " Unproductive

and aged cows arc t:ed largely for local consumption. Mature females make
 
up about 43% of cattle numbers and ilk yield per lactation is of the order
 
of 250-350 kg. Colving rates are believed to average 65%. About 44 ha and

five head of cattle are available per head of pastoral population. The 
dlstribution of cattle, hunan populations and cattle sales, classified by
farming categories, is given in Table 1.
 

The commercial cattle sector consists mainly of large ranches in

the higher rainfall zone. The ranches were mainly European-owned, but an
 
increasing number are now farmed as company ranches with share holdings

owned by a large number of Africans. Crossbred cattle of European and
 
Zebu origin are common on these ranches and dairy ranching is often practiced.
Production coefficients are substantially higher than in the pastoral areas.
There are about I.8 ha of pasture per animal unit and the livestock/hunan
population ratio is 1.3, including urban areas. 

Livesrtock husbandry in the range subsistence areas is similar to
that in the partornl zone, but greater population densities and higher rainfall 
lead to a much greater reliance on agriculture fo : basic food production.
The grazing atea per aniu.'1 unit is about two ha and there are about 0.9 
animal units pcr head of human population. 

Animal production in the higher potential smallholder diotricts 
is more commerialized, particularly with respect to dairy production.
Present stocking rates are about 0.9 ha per animal with 0.8 animalunit about 

units per human. Milk 
yields range from 850 to 2,000 kg per lactation. As
 
in the range subsistence and pastoral zones, 
 the heavy grazing pressure leads
 
to the early slaugher of many male calves and the preferential use of limited
 
feed supplies for lactating cows.
 

Ranch Development 

The project would support the development of group, company, coopera
tive and commercial ranches. Group ranches are production enterprises in which 
50 to 100 families collectively hold title to land, maintaii agreed stocking
.nvels, market surplus in rotation, herd their livestock as sex/age aggregates
and yet continue to own their livestock as individuals. Debt ltability and 
lun servicing are a -sup function; repayment is effected by a "per head of
cattle" chargv ro individual cattle owners for services rendered by the group.
Profit uharng; to members is based on the sale of their own animals minus collections for loat ser~iclng. Company ranches are enterprises in which land 
in leased from Covernment or County Councils and prospective shareholders 
put up cattle or a cash equiv'slent for shares. Animals are collectively owned
mid disposed of, and profits shared according to established agreement. Man
agenment are paid wnd operate under a policy-making board of directors. There 
are .enerally at least 50 shareholders pe: company, and in the cane of 'directed' 
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companies (Government representative on board of directors), the number ofshareholders Is much larger. 
Cooperative ranches are similar in nature except
for. the method of shareholding. Comiercial ranches are ownedindividuals or a company on freehold'land; they 
by one or nore 

areagricultural usually located in highareas.•otential
gradually purchased by Kenyans. 

Ranches cwned by European settlers are being 
form company 

Usually a large number of-Kenyans (200-500)a or cooperative- to provideranch.. Part of the 
the funds to purchase an existingranchis normally used aas settlementmainderis operated area and the reas a comrercial ranch with paid maragement. 

3- Emeds 

The indigenous Zebu, with, amont important tyrc of 
total of about. 8.8 million head, is thelivestock in Kenya. Twoiatenitediate stal-Tcri can be 

subtypes and a nio'ber ofiden tified. The Large Esat--Africanoccupitt tile Northern and Northeastern Zebu which 
head. :-eige areas, totals aboutThe 1.6 millionSmall East-African Zebu is indigenou- to the highladsen range areas, and and Southtotals about 5.1 rillion head.are of ±ntermediate size. The rmjor part 

Some 2.1 T.?.lion head 
cattle is composed of improved 

of the country's coiucrcial beefDoran and its crossesthere. are about 500,000 such 
with exotic breeds;animals in Kenya. The majority of dairyare ,rmed by smallholders cattleand settlement farmers in Central province, andthese are increasing rapidly in the high potential areas of Western Kenya.
The annual increase' in tie number of dairy cows is currently abouL 8%,a large proportion of andthe dairy herd are crossbreds of exotic dairy breedsand the indigenous Zebu. 

4. AnimalHealth 

The major animal dicuease problems of KenyaEast Co:,st other include T:,ypanosOmiasisand t.iek-bon'i fevers, Contagiousand Foot and Mouth Bovine PleuropneumoniaDisease (FRO). Rinderpest, once a major problem,been almost conmplittoly eliminated. has 
Kenya Its good and 

The standard of veterinary services inan active program of disease control is being pursued.. 

Diease control problems are aggravated bygame, the unauthorized movement the movement of wildof cattle in spiteand the of rigid restrictions,largely free movement of cattle across national frontiers.
 

Foot and
important constrain't 

flouth Disease (FND) is widespread and represrents anto the proposed
isendemic in 

export of meat to -Europe. The disease
the .main pastoral regions where outbreaks are now
by restrictions on stock movement. hcontrolled
In the central areas of the country,bifanual vaccination of about one million cattle has largely eliminated
l). The disease causes minimal production losses in indigenous Zebu cattle
If Widespread vaccination of these animals is of questionable economic
.mrit. The crossbred cattle of the higher rainfall areas show greater lossesn 
infected and their protection by vaccination and'movement control is
,opt desirable. 

di00se free. zone, 

As.carcass meat for export must come from the present FMD
the economic merit of any expansion of this controlled 
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area is closely linked to the potential surplus of "good quality cattle for 
export and to the price differential available between those marketo (e.g. 
Europe) requiring meat from FMD disease free areas and those which are less 
stringent in this raquirement (Libya, Hong Kong, Saudi Arabia and Zaire). 
The price differential. between these markets is presentiy minim~al. 

An FM control policy for Kenya necessitates the minimization of 
the FW threat to existing control areas and the inclusion in new v.ccination 
campaigns of those areas with a rapidly expanding proportion of grade cattle. 
An extension of the FMD campaign on the scope proposed by Governi.:-nt, (three
million additional head vaccinated/year) may not represent.ithe most cost
effective iwe of resources. The threat of FIM infection from Hasailand 
could bt, avoided by iini:miing cattle moverient by constructing faztening 
and vlaughtor facili,:is in Karok and Kajlodo, rother than by initiating
mi expensive and opcrationally difficult. FM0 campaign in Masailand. The 
construct.ion of tvio .faw.d lots In this area would ensure sufficient .capacity 
to market the offtake fruon the proposed group ranches. The areas where the. 
proportlon of grade cattLe nualers are inc:ZLsing and which are .e: surplus' 
areas in teri:ti of cattle wovemeiit: include parts of Machakos, Kitui. Barengo
and EJ.geyo Marakwet. These are likely to be the priority zones foi. any 
extension of future oniJ1ulsory vaccination campaigns.. SnallholdEcr areas with 
increasing ntabers of grade cattle, but which net import areas, ofare are 

less strategic importance and can be protected .by voluntary vaccination
 
campaigns.
 

Contagious Bovine Pleuroneurnonia has been confined to the North-
east provinces and all animalu mcved from t:his area, as well as from 
Nasailand, are subject to a most rigorous program of bloodtesting and vac
cination. Cattle scheduled to go to the large farm areas of Kenya for 
further fnttening must paus three confiecutive tests at least six waels apart 
before they are reknaned from Government holding grounds. This testing.
and clearance procedure frequ,.untly requires up to six months. The holding 
ground charges are panied on to the 'erd oi ners in the pastoral areas by
lower purchase prices. Feeder cattle re.caaed fro.- the holding ground in 
1971 realized about Kuhl.40 per kg livewelpht, whereas prices paid in 
cattle markets in the Northeast were of the order of KshO.90 per k-g live
weight. The indirect costs of combating the disease are thus vca.ry high. 
The feasibility of leus stringent tLest requirements should be exiained in 
an effort to mininize marketing coats and reduce the incentives for illegal
 
cattle movameut.
 

Trypanasonmiasis is confined to the coastal strip and certain river 
lands. Seasonal movement of cattle in such areas, coupled in Some cases 
with drug-induced trypanocidal protection, provides*reasonably satisfactory 
interim measures to tsetse fly clearance.
 

East Cost 'Fever is 'he most important of the tick-borne fevers. 
These are controllable by regular dipping, and increasing evidence now shows 
that thete in a substantial decline in calf mortality in all breeds follow-
In& Ouch treatment., 
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Beef 	measles (cystercicosls) is common, particularly in the

Southern ar-as of Kenya. The meat from such animals must be frozen for
10 days prl r to use and infected carcases are subject to a price penalty
of about 25Z. 

5. Nutrition 

In spite of serious disease problems, high death losses and low

herd productivity 3re mainly attributable to nutritional causes. 
 Periodic 
droughts and the consequent concentration of cattle on permanent waterpoints cause high mortality, while the low energy, protein and mineralcontent of all rangelands, particularly in the dry season, limits the
proquctivity of both breeding and dry stock. 
Improved dry season watering

facilities, better grazing movemient, the stratification of breeding and
fattening areas, and where practical, the strategic supplementation of
grazing resources by pi )tein and phosphorus supplements provide, inassociation with disease control, the key husbandry practices required
to increase beef cattle numbers and offtake rates in Kenya. Intensive andsemi-intensive fattening of immature and unfinished animals on improved
pastures in better areas and in feedlots is required to add weight to
 
range-bred cattle. 

6. Agricultural Research
 

Responsibility for agricultural research in Kenya is widely dispersed among various government departments, the East African Research Organization (EAFRO) and the University of Nairobi. Rangeland research is largely

limited to the survey work being carried out in association with an FAO/UNDP
project, while pasture improvement studies in the higher rainfall areas 
are confined to Emll-scale work 	 at Kitale. Research into veterlnaiy
problems is more'6eveloped with Goveranmant, EAFRO and FAO/NDP active inthis field. Research on animal production problems is mainly confined tothe fattening studies of FAO/UNDP at Lanet and the work of German and Dutch
bilateral aid groupfi 
on cattle breeding and intensive dairying re.ipectively.

FAO/UNDP are now commencing studies on sheep and goat production. 

Fields of study in which large returns for small expenditures 

might be expected include:
 

a) 	 Incorpcration of pasture legumes into rangelands; 

b) 	 Optimal stocking rate and stock management systems for 
the alternative production systems of rangeland 
farmers and cattle keepers; 

c) 	 Simple rearing systems for young calves bred in feed
deficit areas; 

d) 	 The role of minimal strategic supplementation of mincrals,
protein and energy in raising the productivity of breeding
stock during periods of nutritional stress; the supply
distribution and credit needs for thcae supplements also 
require study. 
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7. Internilve Beef Cattle Feedin 

The optimal strategy for developing the beef cattle industry ofKenya involves breeding immnature cattle In the drier pastoral areaz: and
fattening these anitrals to heavier weights on improved grazing and/or
in feedlots. The present average weight of cattle being killed is around
130 kg carcase weight, and most animals killed are capable of considerable
Improvement in weight and quality by further feeding. In the short term,the addition of weight to these animals is the simplest and least expensive
means of increasing national. beef production.-


Pasture improvement, particularly in the rangeland areas, is'
virtually unexplored in Kenya. 
 I- the higher rainfall areas where improved
pastures can be established there is little information available on grassproduction and utilization, although it is estimated that stocking ratescould easily be doubled with the adoption- o modern techniques.. However,competition for' land use and lack of modern techniques limit cattle
 
fattening.
 

The price structure for cattle of varying weight and quality
reflects the present lack of adequate fattening facilities and the resultantshortage of we'll-finished stock. The weight and price for the main carcass 
grades are given in Table 2.
 

In 1970 the offtake of'immature steers from the exporting districts
of Kenya's traditional. farming 
.areas was 297,000 head. A further 32,400
head came from Somalia and Ethiopia, giving a total "source" in Kenyn of
some 329,700 head. 
 (Meyn 1971). Of these, only 153,000 were sold and the
remaining 177,000 were slaughtered locally. 
These 153,000 head., 65,000
Boran and 88,000 amaller Zebus, are now availble for possible fattening.
In addition, the 177,000 immatures consumednow locally could be considered as potentially available for purchase as feeder steers.
 

The avaiilability of high energy feed for cattle is determinedlargely by the supply of maize. 
The marketed production of maize, about
300,.000 tons annually, represents only 25% of total production. The introduction of hybrid maize varieties is greatly increasing crop yields, andexport surpluses in excess of 400,000 tons annually are now projected by theDevelopment Plan. 
Also about 15,000 tons per annum of maize bran and maize
germ meld are available from local maize milling. 
As each animal fattened
cons umes approximately 0.4 tons of high energy feed, grain and grain byproducts are available to fatten over one million head of cattle, numbersfar in excess of the cattle available. The export parity price of maize exfam In estimated at about Ksh17 per bag. 

The economic aspects of intensive beef feeding in Kenya have been
examined in considerable detall over the last four years by an FAO/UNDPproject near Nakuru. The promising results of this project have led torecent private Investtient in feedlot capacity (presently estimated at 30,000
head per year).. These private feedlots are located the .disease
In free 
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zone and are located so as to maximize financial returns. Further public

Investment in strategically placed feedlots outside the diseeae free zone
 
to now required in order to maximize offtake rates from range areas, to 
minimize disease control problems and to provide additional value-added
 
to cattle slaughtered. It is these feedlots that the proposed Second Live.
stock Project would support.
 

In Kenya the killing out pe:rcenLage of fattening cattle increases 
by approximately one percentage unit 'for each 15-18 kg of livaweight gain.
Cattle weight and carcarr grade are correlated; Boran cattle iniprove their

grade to fair average quality or better when liveweight reaches about
 
340 kg.
 

Feed costs vary with the energy densi:y of the ration and the
varying cost of ration componc:nts. The average and relatively constant 
cost of a medium energy ration providing one kg of liveweight gain per day
is about 8.6 Kenyan cents per Megacalorie (approx. Ksh24 per 100 kg dry

matte) or Kshl.8 day Boran steer. Non-feed costs includlng yard, manage-.

meunt, interest and cattle losses add a further KshO.S6 pe: animeal per day. 

The conversion efficiency of feed to 
carcass gain is approximately

40 to 45 Megacalories per kg, depending on age and weight (approximately

7 kg dry matter per kg liveweight gain in the 250-350 kg weight range and

8:1 in heavier cattle). Investment and financial projections for a feecdlot
 
fattening 6,400 head an an area of 500 ha is given in Annex 6, Table 14,

Silage would be grown on 
160 ha each, and a second crop used only for grazing

would be grown in the short rains. Improved pastures would account for 
'DO ha, and with second crop grazing is estimated to provide for a live
weight gain of 24 kg per anima1 purchased (450 kg/ha on pasture and 116 kg
on crop grazing). A further 40 ha would be in feedlots, roads, etc., (1,600

head yard capacity). Production coefficients and prices are swmmarized below:
 

Production Coefficients and Prices 

Average Purchase Weight (kg) 240 
Average Price/kg (incl. freight) (Ksh)
.Average Price Head (Ksh) 
Liveweight Gain Grazing (kg) 
Livoweight into Feedlot (kg) 

1.85 
450 
25 (60 
265 

days) 

14vewoight out of Feedlot 
Days on Feed 
Drensing Percentage 

(kg) 340 • 

75 
51 

Carcass wt Sold 
J04C Price (Kul) 

(kg) .175.6 
711 

Conversion Ratio (kg D.M./kg gain) -7:1/1 

/I Excluding current bonus of 5Z for feedlot cattle.
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C. LIVESTOCK MAKETmIG
 

The rapidly growing world demand for beef provides Kenya, which.has about 9 million catt.le and about
(180,000 square mil'c), 

80% of its total area in ra,'Lgelandwith a u,.iique opportunity to increase beef exporto.The main coatral6to to incra.:-ed production include: 

a) Diff:Iculities in marketing cattle from the rangela,.d areasdue to inadequate' marketing facilities and disease controlregulations involving costly vaccination and quzra..::ine; and 
b) Controlled beef prices leading to depressed pricr to cattleproducers which in turn lead to depressed offtake rates and 

uverstocking. 

Kenya's beef production is stratified; cattle are bred on the
rangeland and moved for fattening to high potential grasslandsCattle are or feed lot,moved on the existing stock route network fromNorthea.t.l and tha Sc.-ath2/ (ip). 
tWo surplus regio.i,

The Northeast is an undereve,.,)edsemi-arid region, with endemic Ple,,ropneumonia (2% incidence).cattle required Northeasare to undergo stringent diseavebeing .oved and i,,i 
control 3/ procedures befo:.eaverage of fivefour to mouths elapse betwce. purchaseand a]e. All other provinces are without Pleuropnetunonia, but irDendemiLc fooutside the (.'seasc free zone. Veterinary regulations -aquire thatcattle ha vaccinated agaii, t strains "A', "0", "C" and "SAT I" before beingmoved, and cattle cannot be moved from an FM outbreak area. 

Pleuropneumonia controls impose severe constraints on the movement of cattle by foot, but infected cattle may 
 be moved by trutc providedthey are intended for slaughter. 
Besides adequate disease controls, the
existing stock route/holding ground system lacks such basic facilitiea as
water and physical infrasarucrure. 
Cattle moved on these routes exhibit
a high mortality and live %yeightlosses through lack of feed and water. Dueto the lack of water, cattle cannot be moved from the Northeast except

imediately after rain.
 

I/ Includes Carisas, Isiolo, Mandera, Marshait, Samburusand WaJir Istrictse.2/ Includes Sariiuso, Kajiado, Kitui, Lanu, Narok, South Nyanza, Tana River,Turkena and West Pokot Disicricts.3/ AlI roactova to the Piuuropjuatmonla test slaughteredare i -ediately.All non-reactors must be vaeccinatca and rtaated eight weeks later; anyreactors aire slatihtered Inumediately. Roct at six ueek intervals, coutlhues uat±I the whole hard ha. passed through couecutive test.. 
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 controls, inadequate-stock route/holding grounds, and(
lack 	of regular markets are the three principal constraints to ragular
movement of cuttle from the producing to the consuming areas. 
 The livestock
marketing componont of the proposed Project alms at overcoming these con
straints.
 

i. The L vsrock rketkiS )ivision (LMD) 

The Liveatock KnrKeting Division (IU)culture has a staff of about 	
of the Ministry of Agri500 and is responsible for ensuring that rangelivestock producers ae-, provided with market outlets which return thehighest pos,?Ible pr c,!s. 
 Although LMD has responsibility for developing
livestock mrketing ttC.':,ghout Kcnya, priority has been given to devolopingfacilities to serve thz. Northeast. 

LMD purchased about 50,000 cattle 1/ in 1971/72 and expects to
purchase 55,000 cattle 2/ in 1972/73. 
 Funds for cattle purchase come from
a Kenyan Govarnnsont grant of KE1 million operated as a trading account.
In 1971/72 the expandi.tir.es under this account were IM753,000;
estimate for 1972/73 K1 	

the 
is million. 

The majority or cattle purchased by LMD originate inpastoral arcus 	 the Northernof Kenya. lPurchares are
with 	 made at'auctions organized by DMD,12.1) 	 as thc niJor (um:ua.ly the only) buyer. Wkring the past three years
the cattle purched wort, 607. iinmatures and 40% slaughter stock,pi-Nr'c of Ksh250 sud av-raze weight. of 	

at an average
about 250 kg. Purchased cattlethen moved to one of the LMD's two i, 	

are
aJor 	holding ground complexes, Isiolo 

or Bodhai/Bargoni.
 

Moemenz is mainly on foot, but recently three cattle transport
train3 3/ f'.nancfr under the 
irut 	project have b.een used. 
Since the bulk
are still moved on fot, LD'u pu'rchasing is heavily dependent on favorable
climatic and quarantine conditions. 
 If water and grazing are available
along the stock route, the herds a:,e broken into lots of 200 animals enid
one lot per day is moved 15 to 20 miles. Experience with cattle trains has
been 	encouragIng and UD .semphasizing mcvment by lorry; 
this 	would reduce
dependence on rainfall and quarantines and would enable LMD to hold markets
at regular intervaln, Although Kenya has 
a network of stock routes
(approxim 
 :.:ly 5,000 :i1':) 
 and holding grounds (500,000 acres), facilities
at thv, axisting holneig 
 ounda are inadequate and additional grounds are
 
required.
 

1/ 	 It purchased 15,000, 32,000, 29,000 cattle in 1968/69, 1969/70 end 1970/71respectivuly. (S3cru,'ce: UID records). 
2/ 	 By October 1972 it had purchrsed 33,000 animals in that year. 
3/ Tractor pulling C-to trailers (72 cattle/trip).
 

http:um:ua.ly
http:expandi.tir.es
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2. Ldvestoca Marketing Comroneni 

The Proposed livestock marketing componentnecessary marketiug would provide theinfrastructure and services on a country-wideand would enable beisLMD to move cattleslaughter points. from rearing to finishing areasThe component has three parts: or 

a) Development of markets and transport service; 
b) Developmnt of stock routes and holding grounds; and
 

c) Development of sheep and goat markets.
 
The Project would 
establish 5 large (500 head/day) andcattle markets and 26 smell (200 head/day)would provide 5 trainswould provide and 10 cattle z-,cks. V
water points and physica. structures 

It
 
holding grounds, on stock routi_ andand would develop abput 500,000ing grounds. The acres of additional hold-Project wouJ.d also establish markets for sheep andin Turkana, Harsabit goatsand Isiolo. 

a. Markets 

The markets would be constructed on holding grounds and would
provide a sales yard, a loading ramp and a weighbridge.
markets 2/ would be located in Lame, 
Five large

Garissa, WaJir, West Pokot, and Isiolo
Districts, and the twenty-six small markets 3/ would be located in Mareabit,West Pokot, Kara Pokot, South Nyanza, Kajiado, Kitui and Machakos d14stricts
(Map, IBRD 10311).. Large markets would hold monthly sales and waald havea throughput of about 30,000 cattle/year.

every two Small markets would hold nalesweeks and would have a throughput of about 135,000 cattle/year.
 

b. Cattle Taijq 

The cattle transport fleet would include five cattle trains and
ten cattle trucks. 
The cattle trains would transport cattle from the
Northeast and the cattle trucks would transport from Narok* Kajlado amd
other districts in the South and East. After about four years :he trainand truck fleets would have the capacity to trensport 57,000 and 72,000
animals per year respectively (Table 1).
may be moved from 
With motorized transport cattle
the Northeast duringthe the dry season and onwet season. The foot duringnumber of cattle passing through the market/stock routesYstem are given in Table 2.
 

-.1 
 Tractor with one trailer (36 animals/trip).

.Y At Bargoni, Carlssa, Waj1r, Kachellba/Konf-elaL and Garbe Tula.3/ At Marsabit, Ki6nunet, Kseel, Migori, YzcaldersNakor. Ngorengora, Suawa, Emarti, 

Mine, Un~dlatified, 
Nmanga, Xajldo, l'yle 46, rfen3nln, Bn.-1,Cuku, Htshuru, Emali, Athi Tiva (Kamutet),t)ingi, Kcnaondi, J1utiko,Hachakos, Xiangini, Kona Rock and Hakuenl. 
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The projected cattle offtake and the projected number passing
throuSh the marketing system in the Northeest are given in Table 3. Incremental offtake from the Northeast is estimated to reach 52,000 after
10 years, 30,000 of which are generated by the marketing system and 22,000

by araxing scheve developments. 

Projections for cattle offtake fron the South are given in Table 4.Thu 	incremental offlake from 	market and ranch developments is 43,000 by year10, 	10% of vhich may be attributed to market development. The number of
cattle moved by year five is estimated at about 58,000; the remaining 118,000
would move over stock routes on foot.
 

O. Stock Routes and Holding Grounds
 

The propomied Project vould provide suppl--rental cervices whcre
facilities are lacking. 
Land clearing, 17 boreholes, 108 surface water point'
48 spray raceJ/dips, 72 fenced cattle paddocks with crushes would be provided
on about 0.5 million acres of new holding grounds. Development details aregiven in Table 5. It is expected that by Year 5 about 160,000 ani1-it will bemoved through the stock route system; about 40,000 of these will be from the 
Northeast. 

d. Sheep end Goat Markets
 

Shcep and goat inarkets would be established in Turkana, t71::rabi:
and Iciolo. Although a minor component bf the Project, this is a fir-t stepin providing outlets of umall stock. 1/ Sheep and goats are mainly con3uned
by producers in rural arevs 
but it is 
desirable that urban consumption

of mutton be encouraged and developed.
 

e. oGt___ 

The cost of the proposed livestock marketing component over a
three-year period io est:.mated at Ksh25 million (US$3.5 million). 
 -(D"ta.l.are given in Annex 6, Table 19.) The relatively high foreign exchange ccat,
about US$2.1 illion, is due mainly to the pprchase, operation and ma.ntenance (for one year) of the transporc fleet and the development of water
 
points.
 

1/ 	 National flock aotim:ited at five willion -heep and five mllio, goats
 
In 1972.
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r. Technical Asistance 

The proposed Project provides technical assistance in the form of
 
a co-ordinator for organizing markets, one transport officer for the first 
year, five maintanonce supervioors for five years who will train local 
counterparts, and'one cost accountant to develop an accounting framework 
which identifies the cost of each component of LD's marketing operations. 

. enefits 

The livestock marketing component would:
 

a) increase live.stock offtake through better market facilities;
 

b) Reduce mortality and weight losses iv transporting animals; and
 

c) Regularise the flow of cattle to ranches and slaughter plants.
 

Estimates of the incremental cattle marketed from the Northeast and the Sout:1h 
are given In Tablea 3 and 4. The benefits arsociated with tra.Gor:, bascd 
on a12)PPAO 1/ study and local experience, are sammarized as follows: 

Losses in Transporting Catte 

Northeast South
 
With Without With Without
 

Project Project Project Project
 
Trekking Cattle
 

Mortality Rate (%) /1 4 4 .2 4 

Weight Loss (%) /2 8 10 4 6 

Trucking Cattle
 

Morteality Rate (.) 2 - .1 
Weight Loss (%) 5 - 3 

PrLicekg Liveweght Koh
 

On-range 1.25 1.25 1.25 1.25 
At Sale Point 1.75 1.75 1.75 1.75
 

Losses due to deaths en route.
 
2 Weight loss in transit.
 

1/ Trasiport of cattle from North Kenya, Axelson C.g. UNDP/Fio NairobI-. 
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Benefits from regularizing the '.low of cattle, better utilizatioA 
of processing capacity etc., vtlthouGh iuportanrt, are difticult to quautzfy 
and therefore are not included in the rate of return calculations. The (
estioated rate of return is 19%. 

h. Enloynent and Incoia Distribution Effects 

By year five the proposed livestock mark.ting component w*ould c'.atntc.
 
additional employment for 900 unskilled and 150 skilled workers through the 
op3rations of the markets and stock routes. Of thtse, 200 tri.nkilled and &'. 
the skilled would be d:rcctly employed by the LM; the remainl.ag 700 uo: .lic 
would be used as herders on the stock route systev.. The increwntal offtck 
from the pastoral areas will result in increased iincomnes for the producer . 
In the Northeast Jone it ic estimated that an adeitional 30,000 nnit.S-l 
will be marketed by year 10. 1ith a value of K1Mi. b/aawlb, 011-- ilvolv(w. 
an injection of an edditional Ksh470,000 into the region. 

i. Comparison of Cattle Trucking !. Cattlc Trekking. 

The objective is the developi:ant of an integrated cattLe tran.jiA-. 
bystem which would permit trekkng an well a-s trucking. The relative 
advantages of the two approaches depend on the spcciflc route; : n tha Nort;;-. 
east trucks have the advantage of permittiang year rcund mover-ent, thus f..:..
tating regular markets and bLttez- overall vtiliza-.on of range resources. !I-, 
the FAO study cited ebove, kxels:cn has conr.,ared the two systems of trannpo.-, 
He concluded that trekking should be used over short distances (kesa thaa 150 
miles) when the stock route has edequate feed and water facilities and whee 
waih and ED, nlty Iosooz Z nor.exc~d~s. 

The two modes of moving cattle from El Walk to evelos (330 mil.-:) a.'e 
co i;pared in Table 6 under the ascur.ption that the same numb,,r of cattle n.c.)'.-' 
Transport by truck, however, is capital and foreign e:.change intev.sive, with 
high recturent cost. . which in turn are foreign exchange internivz; when
shadow prices are used the econo-.ic rate of retur-a is about 10%. This,
 
however, is a narrow basis for ccmparisoa given the substantial inter
relationuthlps between Project components. Cattle trucking is ccn-idered 
worthwhile since it pernait'j cattle movement on a year round basis from the 
Northeast. 

j. Finarcial Impact of :he Prect 

LMD is at prescnt operating at a loss; it incurred an estimated 
loss of Ksh83,000 in 1971/72. Ita main revenue is the marg±n between 

http:econo-.ic
http:vtiliza-.on
http:remainl.ag
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sale and purchase price of cattle. 
 In 1971/72 the average purchase and sale
prices. were K h246 and Ksh267 per animal respectively. The margin was thus'only rah21, and was.substantially below the cost incurred per animal sold of;
Kah53. 

In order to finance its cattle purchases, in 1970 the Governmentof Kenya gave IMD a grent of KIM million to operate a trading account.LMD's inabliity to operate regular markets has forced it to buy cattle inlarge numbers and to hold them for substantial periods of time (up to 9ontim); this has t!.ed up its capital. In a normal connercial operationthe interest charges on the capital alone would have been about Kvh50,000/year, over ind above the Kuh83,000 loss incurred. Cumulatively, suchlosses would be unb.arble without subsidies from Government. 

The Project is expected to increase the numiber of cattle marketcd.The markets would b6 held regularly and as the result of the increzLedtransport capacity the average holding time for cattle would be less thana month. In addition, the margin between sale and purchase price wouldincreased from about1Koh0.20/cj lveweight to 
be 

ebout KshO.50/kg livewei.ght. Furthermore, a market charge of Ksh5/animal would be i osed.The stock route/holding ground charge would be maintained at Koh 2 0/aaimel.A projection based on these prices and charges (Annex 6, Table 22) indicatesthat LM1 would make a profit in the first year, and would gradually increaseits surplus from n.11 ,000 in year I to over KL200,000 by year 5.Interest charges are not reflected in the projection. It is estimated thatthe trading account ofA- 1i% vdlll:ton should be adequate to finance yearlycattle purchase of up :o 300,000 animals, I/ and that LND can cover interestcharges from its projected surpluses. Reagular operation of markets and a
steady flow of cattle through -he system should enable LD to operate as afinanciply viable entity, and Vcchnical assistance is included in the Project to ensure that these objectives can be realized. 

It is proposed that LM) organize its operation under two sectipns:one dealing with th tnarketing and transporting operations in the Northeast, rand the second with the South. This specialization would be usefulin view of the special problems presented in the Northeast. 

L/ 300,00 animala/year is equivalent to about 25;000 enimals/ronth orabout 16400,O0 per lot. if the avorege holding period "s 2 rxnthsthen about K6800,000 will be tied up during any one time Interval. 
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A. LandUse 

1. 
General Conidition and History of the Landscape
 

(a) Area Comparison
 

Kenya's Northeast Province, with a surface area of about 49,000
square miles comprises about 21 percent of the country's total area.
 
(b) Weather
 

The annual rainfall at Garissa in the south central part is
about 12.7 inches. 
The southern extremity of cattle range in the Province
receives nearly 25 Inches of annual rainfall but the bulk of the Province is
fairly well represented by the record at Garissa.
 

"Normal" weather in the Province provides two growing seasons
and two dry seasons annually. 
Each wet-dry weather cycle is normally sufficient
to permit forage plants to develop and mature. 
Thus two range forage crops per
year are usually produced although almost a total loss of one crop andoccasionally of both crops may be experienced through periodic droughts extend
even 

ing through two growing seasons, especially on small local areas. 
Small areas
are often missed by the "narrow front" thunder showers that do occur.
maximum temperature is usually in the high 80s or low 90s throughout the year.
It is perpetually warm or hot and usually dry.
 

The daily
 

(a) Topography, Barriers and Elevation
 

The topography of the southern two-thirds of the Province is flat,

with naturally vegetated, mostly red sandy clay and/or grey to black loam soils.
Complete access is hindered in some local areas by dense bush, but otherwise
there are practically no barriers to livestock. 
The elevation ranges from less
than 600 feet along the Ewaso Ngiro (Lak Dera) to about 1,600 feet south of Banane.
 

(d) Vetion
 

Vegetation and soil are deteriorated where they have been subject to
 
continuous excessive grazing by livestock. 
Such areas are normally limited to
within about six miles of permanent water sources or along heavily used driveways.
 

(e) Indll 

Livestock production now supports most of the people living in
 
the Province.
 

080URCEi Development.Plan and Feasibility Study on a Pilot-Development Project,
Nortfieast Province,' Kenya. 
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(f) Range Resourc,s and Disciplines
 

Wherever dominant climax grasses are being maintained in good 
vigor and density, they are good forage producers, especially in the deeper
 
soils. They are preferred and readily taken by cattle in both the wet and dry 
seasons and are adequately nutritious (depending on the degree of maturity) to
 
provide satisfactory gains.
 

The delicate balance between good forage producing grasses and 
low or non-producing "bush", annuals, or bare ground, is easily upset by the 
impact of continuous livestock grazing over extended periods. This is true of 
preferred forage plants where and when they are found in low rainfall areas 
common to semi-arid climate. There is ample evidence to indicate that good
 
vigor, density and production can be maintained on the forage producing grasses,
 
where basic non-continuous grazing management practices are employed. Conversely
 
there is also ample evidence to confirm that the range resource could be rapidly
 
destroyed wherever new permanent water sources were created and used by livestock,
 
without following prescribed grazing management practices.
 

The area has the essential climate, topography, soil and
 
vegetation suitable for the managed production of livestock within the above
 
listed natural disciplines. 

(g) Crrent Land-use Pattern by Cattle - Water riented
 

The present land use consists of the nomad herdsmen following
 
the rain with their cattle during the rainy season, and retreating back to the
 
seriously depleted ranges adjacent to the widely separated permanent water
 
sources, for the duration of the dry seasons. In this process the cattle are
 
dispersed over the larger areas with no permanent water points, for only a very
 
brief period during the rains, but during the dry season which invariably
 
follows,.the cattle are necessarily concentrated within nine miles or less, of
 
permanent water. Distances of over one hundred miles between permanent water
 
points are typical in many areas during the latter part of the dry season.
 
Many, or perhaps even most, cattle herds are watered only every third day and
 
travel five to eight miles each way between water and forage as a general practic(
 
during a typical dry season. They may travel up to 94 miles to 10 miles maximum
 
between feed and water for short-duration stress periods. Instances of cattle
 
herds of a thousand head or more walking for five continuous days without water, 
in moving from a dried 'water hole to the Tana River, are uncommon in the typical 
dry season.
 

From a situation of a forage supply without water, it then
 
becomes another difficult situation for the livestock operator of finally
 
having available water, but with little or no forage for his cattle within walk
ing distance of the permanent water, because of the deteriorated range condition.
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(h) The Trend 

These grossly inadequate permanent water supplies permit only
very inefficient and damaging range use. 
With the programs of disease and tick
control, cattle buying and water development that are being extended into the
area, continuing damage is occurring to more acreage of range adjacent to
permanent water points recently developed. At the same time the great majorityof the area, in the absence of water supplies correlated with range managementplanning, is still greatly under-utilized. 

(i) Need for Planned Water Development and Management for

Stabilized Livestock Production
 

Most of the stock water ponds, both natural and those constructed
so far, still go dry shortly after seasonal rains stop. Those which have been
successful in holding water for the longest periods through the dry seasons, are
those which are the deepest and situated on strong water courses so as to more
effectively trap and deliver water quickly and hold it with a minimum of evaporation loss. Unfortunately, most of the reservoirs are subject to heavy siltation
and require periodic cleaning by heavy equipment in order to restore them to
their original capacities.
 

There is great need then for developing water points according
to an overall plan that can be managed for stable forage production and which
will provide a dependable source of livestock water when it is needed to meet
the grazing schedule in the range management plan. The location of these water
points should be within reasonable distance to areas producing suitable livestock
forage, and the water supply sufficient to maintain a cattle herd in balance with
the forage supply, as far as practical. 
Nomad herdsmen tend to experience more
difficulty in maintaining pumping and storage equipment at borehole water points,
than they do at successful catchments. To that extent they tend to prefer
reservoirs to boreholes, if the reservoir can provide the water when it is needed.
Reservoirs can provide adequate water if properly engineered and constructed and
the herdsmen nzintain good water discipline.
 

There is also a ne-d for temporary watk' 
storage facilities on
areas to be designated "wet season grazing areas" in the management plans so as
to extend the period of grazing for a reasonable time in these areas, beyond the
date when the rain stops.
 

2. The Livestock Producers of Northeast Province
 

(a) Background Information 

A study, sponsored by the Government of Kenya, of the present
social structure, relationship and outlook of the people presently producinglivestock in Northeast Province was made in August-September, 1969, by-Dr. RobertJ. Chambers. 
His observations made during visits with the.livestook operators
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in the Province are covered in an unpublished report from which considerable
information was utilized for this report. 

(b) Basis of Livelihood
 
s Livestock use is characterized principally by little more 

than subsistence level economic patterns of long standing. 

is grazing of cattle, 
The basis of livelihood for people in Northeast Province,camels, sheep and goats,operator has been , and is, 

Though the lot of the livestock 
they can, 

very rugged, they have succeeded in living the bestwithin the climate, topography, soil, vegetation and weatherthe benefit of community-wide and withoutplanned development and use of this substantial 
resource.
 

Cattle owners frequently ownpack animals few, no camels, except for milk andand if any, goats, sheep or donkeys. Camel owners rarely owncattle, but frequently own large numbers of sheep and goats. 
The ownership of
sheep and goats as a primary animal is 
rare. 
These typical nomadic and seminomadic people tend to be good herdsmen, and their system of stock raising
characterizes land use in Northeast Province. 
It has evolved over centuries,
under conditions over which they have had little or no control, other than to
credit their very existence to their strong will, natural pride and "know 
how"
in tending their livestock.
 

(c) Aptitude for Producing Livestock and Maintaining the
 
Resources
 

The apparent intent of these livestock operators to perpetuate the range resources, if given a reasonable opportunity,is commonly
documented by several indicators. For instance, the usual presence of a strip
of fair to good condition forage plants, still growing up to the very edge of
some key watering points (such as along certain sections of the Golana Gof), 
is
the result of self-.imposed restraints of grazing witiin the immediate proximity
to permanent water sources which have been used annually for centuries. 
This is
also an indicator and evidence that forage producing vegetation will respond
successfully even under considerable grazing pressure, if a favorable situation
Is provided to the forage plants through-grazing practice.
 

It is also an indicator of theability very important naturaland desire of all herders, to have complete control over the choice
of area their livestock may graze atanytime orplace. This can only be considered a very valuable capability. It eliminates the need for control fencesbetween management pastures, which is normally the one most expensive necessity
of range improvement over so much of the managed dry land cattle ranges of
especially North America. 

management 

This is a distinot and tremendous advantain roerof cattleon dry landranges in semi-arld climates. Thisadvanta-
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-5can bevery much reflected in the directi substantall higher prootofavani range development funds to develoing stable livestock wateringOfacilities to the fullest extent. Thefor ostly management fences could avings apparent by eliminating'te needo f infully exploiting the waterpotential inNortheast Province.
 

General deterioration of the key livestock forage areas
accessible from permanent water sources has occurred over long period of
subsistence living. 
The primary task of the livestock operator up to now, has
apparently been one of surviving through short-range planning alone, in
petition for forage and water with others. com-

Often fully aware of the situation,
he is obliged to carry on without a community-wide long-range program.
it So far
seems there has been little or no opportunity to develop, use and stabilize
the range resource, so as to provide its optimum, rather than minimum, benefits
to the people.
 

The nomadic herdsman from Northeast Province often lacks
formal education and money, but he does have the very important interest,
attitude, aptitude and natural skill in many tasks necessary for successful
livestock production.
 

(d) Promising Local Source of Range Managers
 

The first students to enroll in colleges in Keny~k offering
training in range management, who were als. "raised" in the Northeast Province
environment, have graduated, with formal qualifications for administrators of
range management 
ad have started to perform their role as range administrators
inNortheast Province. 
They tend to be outstanding. 
A very important key to
the successful implementation of this development project will be the unusual
skills associated with the heritage of the nomadic livestock operators in
Northeast Province.
 

3. Livestock in Northeast Province
 

(a) Livestock Census -
Northeast Province
 

The Livestock Census prepared for the Kenya Ministry of
Agriculture in 1969 reports the following for Northeast Provinces'/
 

Districts 

Garissa Wair Mandera Total 
Cattle 
 361,000 155,500 
 80,500 597,000
Camels 
 95,000 76,ooo 90,500 
 176,000
Sheep and Goats 
 74,000 74,500 143,000 291,000Donkeys 2,000 500 160 2,600 

I/Northeast Province Livestock Census, 1969, Watson
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The above estimates for cattle indicate an increase of 39%,
 
i%,and 58% respectively over the 1964 census for the three districts in
 

the order listed. All other livestock shrwed a substantial decrease in all
 
districts.
 

(b) Production
 

In a typical herd, maturity is apparently quite slow.
 
Females tend to first calve later and males tend.to require five to eight years
 
to reach mature size. Production is relatively low, with calf losses (one
 
year and less) averaging about 35 percent. I/ The ratio of births to mature
 
cows is 60 percent or less. The average annual available take-off is con
siderably less than is normally expected to be produced on developed, managed
 
rangeland in similar climate and vegetative types.
 

(c) Low Cattle Production is Related to Range Development Needs
 

Low cattle production is believed to be caured primarily
 
by inadequate water facilities, poor forage conditions near existing sources
 
of water and low level nutrition during key growth and production periods.
 
Moreover, it 3eems probable that lack of transportation facilities, uncertain
 
markets and the shifta activity have been major delaying factors for motivat
ing better cattle production.
 

4. Correlation with Other Uses
 

The grazing treatmenEpre.cribed are expected to increase forage
 
plant vigor and density and soil mulch. 'his will improve the general health
 
and composition of the range and tend to improve the habitat for cattle, people
 
and wildlife,
 

The increased density of surface water reservoirs will'tend
 
to increase thearea of yearlong habitat for some wildlife, including
 
elephant, zebra and possibly other species.
 

i_/ The following reference and discussion with others, tend to substantiate
 
this. Northeast Province Livestock Census, Watson, 1969. Measurement of
 
weighi and size and herd composition of cattle in GOK-FAO Cooperative
 
Project, Isiolo.
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Emphasis should be direoted to permit only structures on the range and
eapeoially at water points, which are designed to be subject to the very
minimum disturbance of any species of wildlife. 
The use and value of
wildlife will probably tend to increase and be more closely associated
with livestook'production in the future.
 

It is probable that use of forage by game will be a
significant oompetitive factor in management of the grazing block if the
prescribed grazing treatments by lvestock which are designed to restore
and maintain the range in good vigor, density and production, along with
optimum stable cattle production, are accomplished by the livestock owners.
 

5. Ownership of Land
 

All land in the unit beyond a short radious of villages
already withdrawn from beef production is under jurisdiction of the Government of Kenya.
 

A. the barazas attended by the team members, which were
arranged by Dr. Chambevs as a part of his study, it seemed apparent that th
livestock owners were not interested in owning land except possibly for sma]
shamba use in
a few instances. 
Leaders and chiefs who were assumed to be
speaking for the people urged community use of the rangelands.
 

B. Range Development
 

Surface reservoirs will be constructed at locations where the average
distances between stored water and cattle forage will average 2-3 miles with
a usual maximum of about 4 miles and the most, in the corners, about 5-6
 
miles.
 

1. Deep Reservoirs
 

Reservoirs designed to 30 feet depth, when practical, will be
constructed in the pastures designated to be principally grazed during dry
seasons. 
These deep reservoirs will be constructed to collect and store
sufficient water through the preceeding twelve to fifteen month-period, to
normally provide adequate livestock water for the full cattle stocking
scheduled for the pasture, during the season it is scheduled for use in the
grazing treatment sequence. These reservoirs are planned to provide adequate
water within a reasonable distance, of suitable quality and quantity forage, to
provide up to about 150 days grazing, when necessary.
 

2. Temporary Reservoirs
 

Reservoirs located in the pastures designated to be principally
managed for wet season grazing, are planned to be used as livestock watering
points during and immediately following the rainy seasons. 
These reservoirs
will be constructed for the purpose of storing sufficient water to normally
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provide for the full cattle numbers scheduled for the designated pasture

during the rainy season for six weeks or more following the rain. The
 
purpose of this type of reservoir is to:
 

(a) extend the grazing period to make the fullest use of the green

forage crop in the wet season pastures,
 

(b) minimize the length of period it will be necessary to provide

livestock water in the pastures scheduled for dry season use, so as 
 to
 
accumulate and save maximum storage in the deep reservoirs for p ssible sub
sequent drought conditions whenever practical,
 

(a) provide time for forage plants to become fully made (deferred

use to past "peak" of grass flowering) on pastures planned for dry season

grazing to maintain full grass vigor, density and cattle production. These
 
temporary reservoirs are designed for relatively small storage capacity for
short duration only, and will be relatively shallow, usually 12 feet or less
 
in depth.
 

C. The Range Management System
 

1. Grazing Treatments and Cattle Management
 

The heart of each management plan for each grazing block then, con.
 
sists of accomplishing two simple steps:
 

Step 1
 

Graze cattle in the wet-season areas, scheduled for the first wet-dry

season cycle Just as soon after the rains start as there is enough green feed
 
on these areas to carry the cattle. This is usually in the March-April period

and the October-.November period. Cattle are kept out of other parts of the
 
grazing block during that wet season.
 

Step P 

When the cattle run short of water or feed ii the wet-season grazing

area, designated for grazing in the first wet-dry cycle, then move the cattle
into the dry-season grazing areas, scheduled for the first wet-dry cycle,

Where there will be water and feed to last through the usual dry season.

Cattle are kept out of areas designated for rest through the dry season. ',hen
the next wet season comes, repeat steps 1 and 2 as scheduled for the second
 
wet-dry season cycle.
 

By making these two steps, the herder is helping to make a favorable

situation for the range to produce more and better beef, on a stable program.

From that point on, the herder can "let things happen" and forage conditions 
will tend to get better and better on the range. 
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Beyond these two steps, the responsibility of the livestock owner is to work 
with the water reservoir and dip custodians and the field representatives of 
his range committee and to take good care of his cattle. This latter will
 
mean keeping the cattle in good grass, plenty of water, free from ticks, bad
 
flies and disease, all with a minimum of disturbance, or Walking. The goal
 
of the herder in this regard will be to make the most weight gains with the
 
fewest losses and cooperate in regularly accomplishing the two steps outlined
 
above during each wet-dry season cycle.
 

. Grazing Blocks Divided Into Pastures
 

In the sequence of grazing treatments scheduled for each of the
 
designated "pastures" usually six of the seven or eight, or nine designated

"pastures" are scheduled to be grazed some time during each wet-dry season
 
cycle. On the average, three pastures are grazed during the wet season and
 
three additional or more pastures are grazed during the dry season. Usually
 
two pastures (one wet and one dry season pasture) are rested throughout each
 
complete wet-dry cycle. Pasture boundaries are marked by a Vehicle track.
 

The grazing formula prescribed for the range manager for each
 
grazing block, is designed to produce optimum quality and quantity livestock
 
on the apecific range conditions, on each block. At the same time to stabilize
 
the range resource, the grazing formula has a mandate to maintain good grasses
 
where they occur now, as well as to restore trends on "poor" and "fair"
 
condition ranges towards better production, through grazing treatment.
 

3. Sequence of Grazing on Wet Season (growing season).Pastures
 

A review of the grazing order which provides the sequence of
 
grazing treatments for four consecutive wet-dry season cycles, as follows:
 

lst treatment: Grazing in wet season (growing season). 

2nd treatment: Grazing in wet season (growihg season). 

3rd treabment: Deferred grazing "after peak of flowering" 
(dry season) or alternate with the 4th treatment. 

4th treatment: Rest completely through wet-dry cycle or alternate 
with 3rd treatment. 

In carrying out this grazing schedule through four complete wet
dry season oy3les (a 2-year period) each wet season pasture is grazed during
 
the growing season, for two consecutive years. This is followed by a treat
ment of deferment through the third growing season, thus grazing it in only
 
the dry season after the "peak of flowering". This provides the opportunity
 
for forage plants grazed during the wet seasons of the previous two cycles tc
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regain vigor and produce seed for the natural seeding process to be completed

by the ae grazing. 

Vhs deferment is followed in turn by the 4th treatment which is
complete rest from grazing throughout the fourth and last wet-dry cycle ofthe sequence. 
This treatment permits the re-establishment of forage plant
seedlings, together with soil mulching and aeration and permits further

restoration of forage plant vigor.
 

By carrying out the above four treatments on the wet season
pastures, optimum forage utilization and livestock production, to the full
capability of the land to produce beef in sustained yield, is expected to
be obtained. 
At the same time, this treatment is expected to maintain 
and
improve the range resource through providing a favorable situation for upward

trends.
 

4. Sequence of Grazing on Dry Season Pastures
 

A similar review of the scheduled grazing order for the dry
season pastures is as follows:
 

1st treatment: 
 Grazing in wet season (growing season)
 

2nd treatment: Deferred grazing until after peak flowering
 
(dry season grazing).
 

3rd treatment: Rest completely through wet-dry cycle
 

4th treatment: Deferred grazing until after peak of
 
flowering (dry season grazing).
 

In the first treatment of the sequence for grazing dry season
pastures, each of the dry season pastures in turn is scheduled to be grazed
during the wet season (growing season) of the first wet-dry cycle. 
 This is
planned in order to utilize this substantial crop of available forage, while
it is green and most nutritious for good,beef production gain. 
This is
considered good business here, because it can be done in this sequence while
other pastures are available by the plan, to carry the livestock through the
dry season to follow. 
This same pasture in the second treatment is not grazed
until the dry season of the second wet-dry cycle. This will permit the forage
plants grazed during the first treatment to regain vigor, full root production
and food storage, prior to the grazing during the dry season. 
 This deferment
also will permit opportuntty for, and assist natural seeding and provide more

time for reservoirs to fill for dry season water needs.
 

Complete rest ii provided this pasture in the third treatment,
through the entire wet-dry cycle. 
This makes a favorable s"aCion for
seeding establishment a full wet-dry cycle period for re-charging the
 
reservoirs.
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This is followed in the fourth treatment by deferred grazing again'
for protecting seedling from pulling and maintaining favorable conditions for

restoring plant vigor and for additional water storage.
 

5.-	 Treatment Order to be Repeated as a Common Practice
 

The treatment will be repeated every two years except for minor
modifications that may be introduced to utilize on-the-ground opportunities

noted and applied by the range manager in continuing evaluations. It is
anticipated that he will try to observe the rule that range management plans
should be modified if there is a very good reason but they will usually lose
 
most of their benefit if modified without a very good reason.
 

From a study of rainfall records, runoff tables and other known
factors, it has been estimated that within the iverage ten-year period,
there is likely to be drought conditions exteruding across the equivalent

period approximately two years. 
During such drought periods the reservoirs
 may not fill completely, nor provide the full volume of water specified for
 
the regular grazing schedule.
 

It is important, therefore to set up and maintain alternatives
 
to the regular grazing schedules to make additional water supplies available
to meet emergency needs brought about by expected periodic, prolonged droughts.
 

6. 	Herd Composition and Cattle Quality Response Expected From Planned
 
Improvements and Management of the Range
 

The composition of a typical herd grazing on the improved and managed
grazing unit, will be quite different from the herds grazing the area today.
 

(a) Average cattle will mature at four years and more heifers will
calve as three-year olds. 
 The 	average gain on cattle will be greater and
cattle will weigh more at the same age. 
 The average age of steers sold will
be lower. It is anticipated that there will be a continuing demand for
immatures (1, 2 and 3-year olds). 
 There will also be a market for good larger
cattle, especially as transportation facilities improve. 
There will be a
tendency for ranchers who have good grass and water to hold cattle to older
 age classes. 
This, together with the existing backlog of over-aged cattle
will mean that there will be a supply of some older steers for some time to
 
come.
 

(b) Death losses of calves will be reduced from the present 35 per
cent to less than 10 percent.
 

(c) Death losses of animals other than calves will be reduced. The
net result of these improvements toward producing more, larger and better
quality cattle in a shorter period, on the 
same acreage will be apparent, by

comparing the number and weights of cattle sold in 1960 and 1970 with expected
 
take-off from a projected composite herd of Boran cattle.
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Both, the increase in the numbers of the grazing herd as well as the
Increased number, size and quality of saleable cattle which may be producedin the same period, on the same acreage, on a more suitable schedule, are
indicators of some of the obvious benefits to be realized through implementation of the range development project. 
In actual practice all of these
benefits are not likely to take place over-night. They will more likely be
.realized within a period related to certain and various fragmented circumstances andat about the same rate as prescribed practices are phased into
actual practice, on the ground. 
Take-off numbers are kept conservative to
allow for such continuing loss items as lion kills and thefts, the elimination

of which may not be entirely within the control of the range manager.
 

D. Administration of Grazing Block
 

Initially there will be a need for close Province-level coordination
with certain leaders and livestock owners to develop common understanding of
the range development project and to formulate and correlate action plans in
the communities involved. Responsibilities for carrying out the range management project on the three separate grazing blocks can well be delegated to one
grazing block manager on each, with one assistant and one clerk. Each block
 manager will need to be equipped with a travel vehicle and portable trailer

house for residence, office and field quarters.
 

The estimated managerial field job load required to administer each
grazing block wIl be outlined in the management plans to be prepared for

each of the grazing blocks.
 

A suggested check list of tasks to be accomplished on time schedules
by the grazing block managers and their staff is provided in each management
plan, together 'with suggested recording forms for control records.
 

The owners of livestock that graze on each of the grazing blocks will
comprise a cooperative organizAtion that would meet at least biannually for
briefing on grazing plans for the next wet-dry season cycle. 
 Indicators are
that this group will probably include fifty to a hundred owners on each grazing
blook, These livestock owners probably can best assist in the routine
management matters of the range if not more than a dozen or so elected representatives cf the owners will meet the Grazing Block Manager periodically.
 

This group then, which may be referred to as the Range Coz.mittee, car.
elect one or more individuals of their group who can make themselves available
to accompany the grazing block Manager on regular trips to the range. 
In this
way the committee will be currently represented in routine on the ground

decisions made jointly with the Block Manager. The individual chosen to rep
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Repritsentative. 

About 130 field days of actual on-the-range field inspection andsupervision time Will be required annually on each of the grazing blocks by
the managers and/or their assistants.
required An equal amount of time will be.for the range representatives of each Range Management Committeefor each grazing block. The Range Representative is a key man and normallyshould be encouraged to accompany the manager on all field trips on a grazing
block. 
In addition, a substantial amount of time, up to that available to.
the Block Managers and their assistants, will be required for arranging for
and conducting group meetings and special training and show-me 'tours on the
grazing blocks. 
It will be necessary to train and involve the livestock owners
in current management planning and decisions. 
This will be vital for obtaining
and maintaining fullest common understanding and solution of the usual circumstances needing current attention for good results on the range.
 
E. Administration of ConstructionandMaintenance of RangeImprovement 

Field administration of the engineering, construction and maintenance
staff will be the responsibility of the Chief Agricultural Engineer in cooperation with the Range Officer on the project. 
All aspects of engineering
involved in the survey, design, layout and supervision of construction and
maintenance of surface water reservoirs shall be under the supervision of the
Engineer, who shall have the authority to inspect all materials, equipment and
workmanship entering into the work to furnish all instructions and informationregarding design plans and specifications that may to him seem necessary and to
point out to the construction and maintenance crews any disregard of any of the
provisions of the design plans.
 

Plans and schedules for maintenance of improvements on a specific block
will be planned Jointly and correlated with the Grazing Block Manager, who with
the Grazing Block Range Committee will provide recommendations annually for
maintenance needs to be provided by the Government of Kenya crews.
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TABU 1 

"UMMARY 01,' RECIJRRENT AND CAPITAL COc., 

(TABLEJ 2 THRIJ 4) FOUR - YEAR TOTAI- ($O00's) 

FORE GN. LOCAL. 
EXCIAN2' COSTL2 TOTAL 

(Dollar 
Equivalent) 

Recurrent Costs 

Water Department 
Range Management 

9.4 
57.9 

493.1 
606.9 

502. 
664.8 

67.3 I,00.0 l,167.3 

Cap:ttal ot I C 

Water Department 1,921,6 2,g44.0 4,765.6Range Manageiuen b 180.1.77.3 557.4 
Maintenance Equipment
and Personnel 514.8 
 - 514.V 

2,616.5 3,221.3 
 5,837.8
 

Total Recurrent & Capital 2,683.8 4,321.3 7,005.1
 
Add 10% for physical
 
contingencies 


700. 
(and Total for Northeast Project 7,705.6 

April 07, 1974
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TABLE 1A 

__UMMAYY OF All) AND GOK FINANCED COCTS 1 

a IC TOTAL, rC 

Water Department 

Recu:M- t.49. 
RC-tal 9.4 - 9.4 493.1
.Capital 1,921.6 1,971.6 3,893.2 872-4
 

Range Mnnngenrent 

liocurrent 57.9 126.0 183.9 40.9(' tnl 180.1.• -. ' 180.1 377.3
 

Maintenance Equipment 
and Peroormel . 514.514.8 " 

.2,683.8 2,097.6 4,781.4 2,223.7 
Add 10% Physicel Cant 268.4 209.7 4222, 

.2,952.2 2,307.3 5,259.5 2,446.1 

V " roj 'robles 2, 3 and 4. 
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TABIE 2 

WATER IEPARTMar COSTS - FOUR. YEAR TOTAl S ()0n' 0:) 

loreign Local 03 L
 
Exchange b'ollar Equiv) Total
 

Recurrent Cots -


Salaries (ex.PASA) 199.2-: 199.2 
Headquarters Operations _82.9Y 82.9 
Maintenance 220.4 
Tracks' 9.4 3..0 (1O ./ ) 

oreho.es - 180.Ox (180.0) 
Total hecurrent 9.4 493.1 502.5 

Capital Costs
 

Construction . 
Reservoirs 
 - 2,315.5 
POL. 1,220.1 (1,220.1)"
Personnel 529.1y (52 9.I 
Spares 531.3-(. " . )
Equipment 35.0 (35.))

Tracks . - 208*(
POI- 11.3 (111.3)
Personnel - 48.3- (48.3)

Spares 48.4 (48.4)


Boreholes  1,227.6 
Drill ing 4;..4 .x %W8.4)
Equipment 3/3.2 343.2 (686.4)
Testing 52. (52.


Construction lequipment
 
and Vehicles 8/9.7 3.C :/N

Wajir Workshop ; .0O ,C.

Procurement Sprvices 65.0 65.0
 
Totfal Capital 1,921.6 2,844.0 4,765.6 

* Connotes cost to be assumed by the Government of Kenya 

Costs to be split between the United States and the Government of Konyi
(244.2 each) 

i/ Includes 10 percent price excalation to date of purchase; other item,:
include 8 percent per annum for inflation or an average of 16 percent
over the 4-year construction period, except POL for which cost has been
increased 100 percent in yenr one and nothing thereafter 

I/Living 'arayans. (to he procured locally) 

April. 07, .1974. 

http:oreho.es
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TA1LE 3 

RANGE MANAGEMENT CSTS - FOUR-YEAR TOTALS ($000's) 

I,'(I E~fN ],('AlU COST 
NXCPI!ANGE (,b]lar Equiv) TYr i 

RECURRENT (;W~TI; 

,alarien (ex PAA) - 410.5* 410.5 
Vehicles (ex drivers) - 145.0 

POL 101.5 (101,5). 
Maintenance (spares) 43.5 - (43.5) 

Motor Bike -

operations & maintenance 8.6 8.15 17.. 
Aircraft Charter - 16.0 16.0 
Range Travel Teams 5.8 70.4 76.2 

Total Recurrent 57.9 606.9 664.8 

V-All-ITA. CW . 

Housaing - 376.3,
 
Vehicles I/ 107.8 107.8
 
,otor Bikes I/.' 16.5 16.5
 
Equipment ,/ 38.6 38.6
 
Range Trend Teams 17.2 1.0x 1S.2
 

Total Capital 	 180.1 '377.3 557.4
 

w 	 Connotes costs to be asstumed ,yGOK 

_/ 	Includes 10'percent, orprice escalation to
all other items include 8 percent per annum ror inflation or an 
average of 16 percent over the 4-year construction period., 

Aptl 07, 1974 
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TAnLZ 4 

tALINTENANCE, EQUIPMENT AND PERLSONNEJ. 

FOUR YEAR TOTAW ($000's,
 

FOREIGN LOCAL 
EXCHANGE COSTS. TOTAl 

Equipment I/ 174.8 174.S 

"'pecialhlstv 1// 330.0 330.0 

Procurement ,Orvtcvs ).0.0 - - 10.0 

514 .8 514., 

i/ 	Includes 10 percent inflation to date of purchase
 

2/ 	Includes two master mechanics for six man-years, one logistic,
 
and accounting specialist for 3.5 man-years and one shop supervi.sor
 
for 2.5 man-years for total of 12 man-years at average of $27,500
 
per year.
 

April 07, 1974.
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TABLE 5 

RANGE MANAGEENT DIVISION EQUIPMENT 

FOUR.YEAR TOTALS-. ($)00 s) 

Quantity Total 

Costs 

Vehicles 

2 -1-ton pickups 

2-ton 4 x 4 pickups 
.Totor Bikes 
Water Tink Trailers 

15 
15 

5 

8.0 

90.0 
15.0 

5.0 

Camp Equipment. 42 12.6 
.;urvey Equipment 5 7.5 
litdlos 
 12 6.0 

lMiscellancomus Office Equipment 4.0 

148.1 
Add 10% price escalation 
 1.4.2
 

162.9
 

w Iev not includte e(luipment for RMinge Trend Study Tans (Table 6C 
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TA-I, 6 

RANGE TREND STUDY TEAMS '(2) 

FOUR.YEAR TOTAZ 1/ 

Recurrent Costp 

Salors (4)000
Vehicle Operations,


and maintenance 

Printing 


Capital Costs
 

Vehicles (2) 

SaCari Gear (2 sets) 

Cameras, Instruments, etc 

Drafting Equipment 

Radios (2) 

Miscellansous Supplies 


Add 101 I'Ivsica]. Contingencies 


FOREIGNj LOCAL. 

EXCHANGE COST3 T+OTAL 

5,760 13,440* 19,200 
- i,000y. 1,000 

5,760 70,440 76,200 

13,200 . 13,200 
- 500 500 

2,000 
1,000 
1,000 

-

. 
-

2,000 
1,000 
1,000 

-_ 500 500 

]7,200 1,000 I 
94, 449 

103, .?40 

I/ Assumes. (LSiWill take over costs in fifth year 

Connotes coon to be assumed by GOK 
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NortheSt Project 

Basts for Selected Cost Assumptions 

1. 	New .quirsent for Construction of Reservoir and Tracks: The 
target objectives of the Phase II project were translated from 
completed reservoir in gallon capacity and miles of tracks to 
Dixey Unit and track construction production capability. Net 
available working time of equipment was estimated to be 0.50 
based on a 2,000 hour year. This condition is believed to refle 
the average work condition to be experienced during this Phase II 
project based on the situation during the Phase I project.. On 
this basis it was determined that one additional Dixey Unit and 
one additional track unit would be needed to meet the construction 
objectives of years 1-4 of the project.
 

Unit construction costs (including POL, personnel and spares) for
 
reservoirs are assumed to be as follows: large - $24,900; medium 
$15,0001 small - $5,000. Cost of equipping large reservoirs is 
estimated to be $3,500 each. 

2. 	Maintenance Equipment and Facilities to Support Equipment
 
Operations: The USAID/REDSO/Consultant review of maintenance
 
support for existing equipment and new equipment procurement showed
 
that a sub-standard condition existed at the construction site with
 
regard to available facilities, tools and maintenance equipment
 
support. Maintenance requirements were then established with the
 
related inputs of facilities, tools and equipment. These requiremer
 
were costed to establish the minimal investment necessary to support
 
project operations.
 

Spare parts costs were estimated on the basis of a percentage
 
parts replacement of the residual value of the existing equipment
 
and a percentage parts replacement of the estimated purchase cost
 
of the new equipment spread over the four years of the life of the
 
project.
 

3. 	Borehole Development: These costs include drilling, casing and
 
well development and were compiled by the PASA ground water hydrolog
 
from past reference data under the Phase I project and recent Water
 
Department contract costs, all upgraded to estimated January 1974
 
prices. Unit costs are assumed as follows: drilling and equipping 
$27,5001 equipping only - $14,3001 drilling only - $13,200.
 

4. 	Pump Storage Tanks, Gabion, and Reservoir Site Development: These
 
costs were compiled by the PASA Field Engineer and Ground Water
 
Hydrologist from past Water Department projects, upgraded to January
 
1974 prices.
 



5. 	 Staff Housing: Those costs were obtained from the Range 
ftnagement Division, Ministry of Agriculture, from past projects 
an# contract work. 

6. 	Recurrent Operations: The recurrent operating costs were
 
established from the Water Department budget year based on' 
incurred operating costs during the Phase I project. 

7. 	EqSipment Procurement: It is planned to use the services of 
a U.S. based Procurement Agency for procurement of all AID 
financed equipment. It is anticipated that such services 
wll be obtained by negotiations on a fee basis. 

8. 	 Technical Assistance: A total of twelve (12) man-years of TA 
would be provided during years one to four of the Project at an 
average cost of $27,500 per man-year. Housing will be provided 
by the GOK. 

9. 	Range Management Operations: Vehicles and equipment have been
 
provided under the Project to support the operations of a staff
 
of 15 Assistant Range Officers and 15 Range Assistants during
 
the four-year construction period. In addition equipping of two
 
range trend study teams is included. 
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Construction Schedule 

.Yer/Structure 1 2 3 4 Total 

Reservoir. 

Large 

Equip only 

7 

3 

12 

4 

13 

3 

13 

_ 

45 

10 
Medium 

Small 
4 

26 
6 

44 

7 

45 

7. 

45. 

24 

160 

Boreholes 
Drill & Equip 

Equip on17 

Drill only 

7 10 

4 

10 

4 

10 

-

37 

11 

4 

Tracks S0 750 750 600 2600 
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NORTHEAST PRJECT TABLE 2*
 

Water Structures by-Block 

Boreholes Reservoirs 

Block 
No. -

Drill & 
E 

Equip 
Only 

Large 
Equi 

Only Medium small: 

2 

3 2 

4 2 1 4 3 3 15 
5 2 1 3 6 25 
6 3 4 4 2 15 
7 7 3 15 

8 5 3 3 5 
9 7 8 2 25 

10 3 8 5 20 
11 4 8 3 20. 
15 4 . 7 3 20 

37- 11 45 10 24 160 

Net.of previously built structures except for those shown 

as Equip Only. 

-Does not include allowance for 4 dry holes. 



Table 3 
ANNEX VIII

rDrAzzaD COST ESTIMZ! - AMh FMIC KMM~ LIVE97=x 

Carditrtzionj Vehiclem ad Eqxluxuent 

A. 	 O:nstruction Equip.
 

1) 621 Mmlu Tractor
 
Scraper 


2) 824 Whwa Tractor
 
Dozer 

3) 120 Mftr Grader
Std. 

4) 814 Wheel Tractor 
Angle Dozer 


5) D-7 Tractor 
aill-Dozer 


B. Vehicles
 

1) 3/4 Ton 4x4 Pick-Up 


2) 1,500 Gal. Fuel Tanker 


3) 4x4 Truck.w/bech. body 


4) 7 Tcn 4x4 Flat-Bed
Truck 

5) 1,500 Gal. Water Tanker 

6) 1,500 Fuel TankerTrailer td. 

7) Truck Tractor w/winch
& 5th Wheel 280 H.P. 


8) lawbe Trailer Tamden 
Axle 


9) Living Canrm 

cost Total 

86,000 3 258,000 

90,000 1 90,000 

38,000 2 76,000 

51,000 1 51,000 

69,000 1 69,000 

Subtotal 544,000 

6,000 UI 66,000 

14,000 2 28,000 

14,000 3 42,000 

14,000 4 56,000 

12,000 2 24,000 

6,000 2 12,000 

32,000 1 32,000 

13,000 1 13,000 

7,000 4 28,000 

S301,000 



2. thnmimos3uiprent 

cost Total 
*1) Truc Mb. Lube Unit 16,000 3 48,000 

* 2) Mile PAPR Shop Trailer 
Wt. 38,000 2 76,000 

3) Electric Ckneratot 
25 'IR 7,000 1 7,000 

4) Electric Hand Drills 
1/4, 1/2, 3/4, w/drill 66.75 3 200 

5) Blackanith Set 800 1 800 

6) Air caipressor, 85-CMF 1,500 1 1,500 

7)Obygea Acetylene Torch 250 1 250 

8) Bench Grinder 200 1 200 

9) Tyre Dismounter 
Manual Type 200 1 200 

10) Tap & Dise Set 
NF & NC 350 1 350 

11) Electric Welding Machine, 
Acc. & Diesel Engine 3,200 3,200 

12) Skid mimted Lube Unit 
w/Fuel Tank 6,000 1 6,000 

13) Hydraulic Jack (20 Ton) 125 1 125 

14) ltdraulic Jack (10 Ton) 80 1 80 
15) General Purpse Tuol Kit 600 5 3,000 

16) Master Mechanic's Took Kit 1,000 1 1,000 

17) 50-Txr 
Gears 

Hydraulic Puller Set, 
1,000 11,000 

18) Electric Soldering Set 40 40 

19) Batte C(iar,12-24 Vblts 400 1 400 

20) lattery Twter Set 80 1 80 
To be assigned to construotion units. 



Pm; 3. 

21) Tube PatcAng Set w/Patd~es 40 1 40 

22) A-Fran, 3 Tan Capmity 800 .1 800 

23) Viom Beph-Type, 6 & 8 Inch 60 2 1.0 

24) Hand-Type Grease Gun 400 2 800 

25) Chain Hoist,
Capacty 

3-7on 
500 1. .500 

26) Radio Tranmsitting.Set 1,200 3 3,600 

27) Abor Press 75 1 75 

28) Die Rathread 
NF NC Set 80 1 80 

29) Oil Cans, 1 Quart ,2 2 4 

30) Rotary Hand Pump 15 2 30 

31) Bench Grinder- 10" WtIeM1 200 1 200 

32) Adjustable Wrench Set 
6-20 Inch 200 1 200 

33) Pipe Wrench 
6-24 inch 200 1 200 

34) Pipe Cutter 40 1 40 

35) Pipe Thread Set' 
3/8 to 1 Indh 220 1. 220 

36) Hydraulic Brake Bleed r Set 60 1 60 

37) Tube Cutting & Flang Set 20 1 20 

38) Socket Set, One Inch Square 
Drive 400 1 400 

39) Valve Grinder Set 
.Mual Type 50 1 50 

40) Pens, eys, Bolts, Ntas, etc. 2,000 lot 2,000 

Subtotal 158,864
 



Table O.TR
NalITrEST POJEcT AIN,, VIIV 

TABLE 4 - SPARE PAmS 

Yearas 
Value 2 

Amt Factor 

4 

1... 

2. 

3. 

Ne Equipment (Ent,) 

Shop Toole (Est.) 

Exiating Equipment .(Est.) 

3 yrs. old 

$1,000,ooo 

250,000 

350,000 
10% 

35,000 

5%. 
50,000 

2% 

5,000 

10% 
35,00 

5% 
50,000 

2%. 
5,00 

16% 
35,00 

i00,000 

2% 
5,000 

15% 
52,000 

Total 20,000 

.15,000 

122,000 

337,000 
35000 

372,000. 



TTA AEST5VII WATER DEPARTMENT EQUIPMENT 

No. Item Unit Price 

Dixey 2 
On New 

Hand Purchase 

Track Unit 1 
On New 
Hand Purchase 

Dixey 3 
New -

Purchase 

Track 
Unit 
New 

Purchase 
Wajir 
Shop 

Spare
Parts 
Man 
Nairobi 

Total 
Quantities 
On Hand 

NOw 
Procuremnt 

Total 
Coat 

1 Pick up, standard 

2 
4x 4 
Truck Ktd. Lb 

6,000 3 3 0 1 3 1 2 1 3 11 66,000 

Unit 16,ooo 0 1 0 0 1 1 0 0 0 3 48,000 
3 Truck Mtd. FuelTanker 1500 gals. 14,000 0 1 0 0 1 1 0 0 0 2 28,000 
4 Trucks withMechanical body

w/tcol, 4 x 4 4,ooo 0 1 0 0 1 1 0 0 0 3 43,000 

5 Truck flat bed, 
cargo 4 x 47tm 14,000 3 1 0 1 1 1 0 0 3 4 56,000 

6 Truck td. vater150041a ns 12,000 0 1 0 0 1 0 0 0 0 2 24,000 

7 Trailer Utd.Me tank
1500 gallcms 6,000 0 1 0 0 1 0 0 0 0 2 12,000 

8 trunk Tractor, 
-~-~tm axle 

v/winch and 5thvw1 280 H.P. 32,000 0 0 0 0 1 0 0 0 0 1 32,000 
9 Lofted trailer,

tadem axlegooseneck, 5CE 13,000 0 0 0 0 1 0 0 0 0 1 13,000 

trMil re3 shoptral1er Utd. 00r38,000 0O 1 0 0 0 0 2 76,4=O 



Dixey 2 and Track Unit A VI 

NO. Item Unit Price 
On 

Hand 
New 

Purchase 
On 

Hand 
New 

Purchase 

Dixey 3 
New 

Purchase 

TrackUnit 
New 

Purchase 
Wajir
Shop 

SpareParts 
N= 

Nairobi 

Total 
Quantities 

( Hand 
New 

Procureimt 
Totat 
cost 

11 Wheel tractor 
14/20 yd. 300 H.P. 86,ooo 0 0 0 0 3 0 0 0 0 3 258,000 

12 

13 

14 

15 

16 

17 

18 

Wheel tractor 
v/st. blade
dozer/push cup
300 H.P. (824) 

Wheel tractor/ 
Anglew/pushdozer 

cup,
170 H.P. (814) 

Motor grader/stdtype 125 H.P. 
(120) 

Track type tractor 
v/st. blade, bull
dozer v/push cup, 
rear mtd. 3 shankripper, 170 H.P. 
(D-7) 
D-6 Dozer, 150 H.P. 

9 6 6 Wheel dozer 

6 13 Scraper/8 yd. 

90,000 

51,000 

38,000 

69,00o 

-

-

-

0 

1 

2 

1 

1 

1 

3 

0 

0 

0 

0 

0 

0 

0 

0 

0 

1 

0 

1 

0 

0 

0 

0 

0 

0 

0 

0 

0 

1 

0 

1 

1 

j 

0 

0 

0 

1 

1 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

1 

3 

1 

2 

1 

3 

1 

2 

1 

0 

0 

0 

90,00 

51,000 

76,000 

69,000 

-

. 

-

19 6 7 p0r 14/ 200Y.- 2c0a2 0 0 0O 0 0 0 2 0 . 



Dixey 2 and Track Unit 
A1 V= 

Track
On Spareo. Item New On Dixey 3 UnitUnit Price Hand Purchase New New NAy Wajir Parts TotalHand Purchase Purchase Purchase Shop 
iMn Quantities a1w TotalNairobi20 7 Ton lorries On iand P-ocurement Cost- 2 0 0 0 0 0 021 Radio tranmitter 0 2 01,200 2 0 0 0 1 1 0 0 2 2 2,400 

Sub-total 91AA0 

10% Contingencies 9b.wo 

Total 1,038.-80 

Use *1,100,00 

2.Tbse Items are included as emintenance equipment in Table 3 
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ANNEXUNITED STATU GOVERNMENT 

Memorandum 
TO : Office of Capital Devoloymnt/Afrjica DATE:bureat" ribruary 22,1974 

uas : umo/ma 

uuBcr: Kenya LivoatOck Loan, Request for Proprietary
 
ProUreni waiver.
 

AID through FZDIO/EA is currently in the process of designirl a.

Capital Development Loan for the Government of Kenya (GOK) as a 
partof the Phase II Kenya Livestock Project. This Project ismulti-donor
financed of which IORD/Canado/Swden are the other major financing
agencies along with AID.
 

The tctal project financing is estimated at U.S. $52.0Omillion of which
AID wiLl finance the amount of U.S. $10.5 million for providing: 

(a) equipoenti
(b) technical assistance; and 
(c) local currency financing. 

The equipment portion, estimated at U.S. $2.3 m, provides for the
procurement of U.S. source and origin heavy construction equipment,vehicles, maintenance and shop tools, engineering equipment, spare parts,pumping equipment, and other miscellaneous equipment required for .ivestock 
Range Development. 

This Phase II project is a follow-on undertaking as an extension of a pilotRange Development Program started under a Phase I, IBRD/Swedish financed 
Program (1969-1973). 

Und' : the Phase I Project the GOK purchase specific pieces of Caterpillar
Construction equipment for excavation of Rango Livestock watering ponds
and construction of range track (low standard roads). 

The nature of the location of the pilot project, some.400 km. from theNairobi# supply center, with its extreme logistical supply problems, being
in the remote N.E. area of Kenya, and the level of support, both spare
part, service and equipment reliability, provided by the local Caterpillar
 
agency in Kenya, resulted in the OK purchasing 12 units of constructionequipment of Caterpillar manufacture for the project. No other heavyequipment makes were utilized. This present equipment will now be used
in the Phase 11 project. 

The proposed Project (Phase II) requires the procurement of eight additionalunits of heavy construction equipment of the same nowtype being used. 

mMIU.S.'Sakjs Rph R - Sawtasa Pyffl 
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th6 past erperience under the Phase I work and the present circumstances 
for the Phase lI, which nov places the work site some 700-1000 kn. from 
Nairobi and in a much more remote section of the N.E. area of Kenya,
dictates that equipment standardization, compatibility, service ability
and spare part availability should compliment the existing equipment 
on site to assure effective and efficient accomplishment of the project 
goals. 

The Caterpillar equipment now being used 
(along with the new equipment)

has proven service support and spare part availability. No other US

manufacture of similar equipment presently provides the level of support 
as that now provided in Kenya by Caterpillar Co.
 

The remote location of the project (2days driving from Nairobi) and the
 
extreme logistical problems involved requires the standardization of sparp
 
parts to the maximum extent possible. Due to the nature of the work,

requiring considerable movement from pond site to pond site, the mobility

factor is uppermost. 
This reflects providing the minimal requirements

for parts storage and support on site. Standardization of equipment will
 
minimize thils problem.
 

The ease of procurement of Cat. spares, both in Kenya and Regional

Warehouses in Europe assure a short lead time on servicing Cat. equipment.
 

The total estimated procurement costs of the eight units of caterpillar
equipment is $0.5 m. This represents 23% of the estimated total equipment 

.costs for the project being financed by the AID loan. 

It is hereby recommended that a proprietary procurement waiver for the 
purchase of the designated 8 units of caterpillar construction equipment

be approved by AID/W for the Kenya Livestock Project.
 



'
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ANNEXx
 

DIAORICULW AL FINANCE CPRATIR 

A. OrganlZAon and Procedures 

l. Establishment
 

The Agricultural Finance Corporation (AFC) 
was originally established as a government-owned statutory corporation in 1963. 
Under the
Agricultural Finance Corpora don Act of 1969 the AFC was reconstituted
with wider, additional powers and assumed all the liabilities of the
former Corporation as well as those of the Land and Agricultural Bank.
According to the act the "functions of the Corporation shall be to assist
in the development of agriculture and agricultural industries by making
loans to farmers, co-operative societies, incorporated group representatives, private companies, public bodies, local authorities and other
 
persons engaging in agriculture or agricultural industriesf,.
 

2. Structure
 

As a Statutory Board the AFC is responsible to the Office of the
President, while its management is under a Board of Directors. 
The AFC
Law provides for a Board consisting of not less than four and not more
than six persons appointed by the Minister responsible for AFC (of whom
at least two shall be appointed by reason of their knowledge of banking
or financial matters) and the Permfnent Secretaries of Finance and
Agriculture (or their designees). 
 The present Chairman of.the Board
is the Permanent Secretary of the Ministry of Finance.
 

On day-to-day business the AFC is closely involved with the Ministry of
Agriculture and major policy decisions always involve the Office of the
President. 
Since the AFC is a Statutory Board it is not subject to the
Companies or Banking Acts.
 

3. Personnel 

The doneral Manager of the AF, 
who is its cldef executive b~ta non-voting participant in Board meetings, is appointed by the Boazd with
the approval of the Minister. Thie current general manager is a Kenyan
appointed in June 1973 after serving for a number of years as Deputy
General Manager. 
The post of Deputy u ieral Manager is currently vacant
although the APC is actively recruiting and hopes to fill the position

by June 1974.
 

i-See Attachment I for a list of current Board members, and

Attaahuint II for the current AFC Organization Chart.
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An of June, 1973 AFC had a tota;/staff of about 350 of whom approximately
75 percent were professionals.-' 

Experts provided or supported through bilateral assistance currently

number 13 including the Head of Loan Department, the Chief Accountant,
 
the Head of the Computer Section, the Head of the Budget Section, the
 
Deputy Head of the Computer Section, four Area Supervisors, a Computer
 
Programmer, a Credit Specialist in the Ranch Section and the Head of a
 
Branch Office. in addition, the Financial Controller and the Head of 
the Ranch Section are AFC employed expatriates. Bilateral asriistance 
is also expected to provide an additional financial controller specializ.
ing in computer use. It is planned to completely Kenyanizv the AFC staff 
by 197. 

4. Lending Terms and Interest Rates
 

The law establishing the AFC gives the Board of Directors, with
 
the approval of the Minister of Finance, broad powers to establish
 
interest rates and security requirements. The law restricts the
 
maximum length of loan to 30 years or less.
 

Since January 1973 the AFC lending rate has been 8 percent on all new
 
loans and also on amounts overdue after that date. The previous rate
 
was 7.5 percent. Thts compares with commercial bank rates of 8-9 percent.
 

B. Resources, Operations and Demands
 

1. Resources
 

As of March 31,'1972 over Ksh. 222.56 million of the AFC's total
 
assets of Ksh. 242.23 million were provided by government. Irredeemable
 
or. ownership capital amounted to Ksh. 124.92 million, of which Ksh. 80.10
 
million earned an interest obligation of five percent. The remainder of
 
irredeemable capital was interesL free. "Redeemable" or long-term debt
 
capita] as of March 31, 1972 amounted to Ksh. 97.64 million and included
 
proceeds of loans to the Government from the World Bank's International
 
Development Association (IDA) and other external sources on-lent to the
 
AFC, mainly on 25 year terms. 

At March 31, 1972 the General Reserve stood at Ksh. 5.08 million. This
 
account has diminished in size over the past several years due to AFC's
 
continuing operating losses. Deposits are not a major source of funds,
 
amounting to only Ksh. 9.48 million. Approximately ne-half of this sum
 
was represented by land purchase deposits which-consist of borrower's
 
own payments of up to 40 percent for land purchases which are temporarily
 
held by AFC pending completion of transfer formalities which generally
 
require at least two months.
 

*_/ Professionals defined as individuals having a skill.
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2. Current Operations 

AFC operates some credit schemes on an agency basis, and is the

principal for others. The Guaranteed Minimum Return Scheme, pineapple

development loans and loans to 
cotton growers and cotton cooperative

societies are included in AFC's operations as an agent for other organi
zations which provide the funds 
 for each of these schemes. Amounts
advanced under these areprograms not reflected in AFC's financial
 
statements and are not further discussed in this analysis.
 

AFC is presently extending credit in the role of principal under several
large-scale and several small-scale programs. 
The large-scale schemes
 
include land purchase and development loans financed by the British Land

Transfer Program and ranching loans funded by the World Bank Group,

Sweden and West Germany. The small-scale schemes include smallholder 
development projects funded by the World Bank group and the West GermanGovernment and other programs which are funded by the AFC entirely with 
resources generated or made available locally. The small-scale programs
generally provide funds for specific purposes in amounts up to Ksh. 10,000
while advances under the large-scale schemes are for larger amounts and
often finance farm enterprises such as ranching, which are different from 
those typically promoted in small-scale schemes such as dairying and food
 
and cash crop production.
 

During the most recent fiscal year for which complete data are available
 
(April 1, 1971 - March 31, 1972), loans in the amount of Ksh. 46.5 million 
were made compared to Ksh. 39.4 million the previous year. Net loans
outstanding at year end (gross loans minus provision for bad debts)

amounted to Ksh. 200.55 million compared to Ksh. 193.07 million a year

earlier. 
Net large scale loans outstanding (for land purchase, large
scale farm development, ranching, etc.) amounted to Ksh. 178.03 millionand gross small-scale farm loans outstanding amounted to Ksh. 22.52 million. 

3. Finaicial Position
 

AFC's balance sheet as of March 31, 1972 (Table III) is summarized 
as follows: "
 

ASSETSl 
 UIABILTTIES
 
Crrent 
 Current 

Cash an nk 363,754 Deposits 473,964.
Balance 36Loans unissued .Other Current 248,761 Other 
 254,670 

Loani3 and Investments Long Term 
Large scale 8,901,401 
 Loans 4,882,088

Small scale 1,126,154 Total Liabilities -C 5,610,722 
nvstmnLs 1,162,394 Capital and Equity 

Fixed Assets 297,389 Capital- 6,246,338 
11.673 Reserves 254,466
St116 Total Capital & Equity 6,500,80 

Total Assets j 12,111,526 
Total Liabilities £ 12,111,526 

and Capital 
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AFC'a rate of current assets to current liabilities is 1.0:1.19 which
 
is satisfactory. 
The rate of long-term debt and guarantees to equity
is 0.75:1,00 which is well within the reasonable debt-equity ratio 
criteria utilized by AID of 3:1, and gives the AFC considerable ability 
to secure additional foreign capital.
 

4. Profitability
 

AFC's income statements for the past five years are contained in

Table IV. 
As can be seen AFC income has been steadily rising. However

operating losses continue to be incurred (Ksh. 673,500 in 1971/72) althoug

the substantial write off of doubtful debts (Ksh. 2.8 million) may be

exaggerating the losses. 
The January 1, 1973 increase in interest rates
from 7J to 8 percent should improve the income flow. Projections show

that the AFC should move into a profit situation in 1976. Administrative
 
costs and provisions for doubtful debts are expected not to exceed 3.5
 
percent of total portfolio, which is reasonable. Combined with the AFC's
 cost of funds, which is approximately 4 percent on a blended basis, there

is a need for average interest rates to reach the 7.5-8.0 percent range.

However, the fact that a sizeable proportion (30+%) of the present port
folio is long-term at a 6 peroent rate means a continuing period of

financial strain until the proportion declines and/or other interest
 
rates are raised further. 
A review of interest rates is scheduled once
the result of a credit survey financed under a previous IDA loan is
 
completed.
 

5. Accounts and Audit
 

Since 1970/71 the AFC has increased its accounting capabilities

through the introduction of new accounting machines. 
In the past year

all the accounts have been brought up to date with current information
 
on borrowers and repayments available to the branches in a timely manner.

A computer is being utilized and once the programs are completely "de
bugged" additional data and analyses will be available..
 

Three advisors pmovided under bilateral assistance are working steadily

on improving the AFC's use of computers. Additional Kenyan staff in
 
this area are required and are being recruited.
 

Presently the acoounts are audited by the Nairobi Office of Messrs.
 
Cooper Brothers and Co. 
For the past four years the annual financial
 
statements have received an unqualified opinion as to accuracy noting
Uiiit Special Emergency Loan Assistance Funds are excluded. 

http:1.0:1.19
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6. Forecast of Puture Operations
 

Projections prepared for the IDA Appraisal of the Second Livestock
Development Project show that the AFC should begin1976. 	 to show a profit inTotal agricultural loans are 	 658 milexpected to increase to Ksh.lion in 1976, With a net income of Ksh. 4.23 million (see Table V for
IDA's projections).
 

The 	projections assume that the provision for bad debts will continue to
be 2 percent of large scale loans and 30 percent of small scale loans.
However, with the improved accounting and control expected within AFC
 over the next few years it may be possible to develop a less arbitrary
provision policy.
 

C. 	The Ranch Section
 

1. 	Organization and Responsibilities
 

The Ranch Section of the AFC was established in 1969 to handle
AFC's credit responsibilities in the first Livestock Development Project
Loan. 
The section is under the Loan Department but has direct access to
the 	General Manager. 
The 	section nLaintains its own sets of accounts.
 

Responsibilities of the Section include:
 

1. 	Implementation of AFC rolicies as directed by the General
Manager and the Head of the Loans Department.
 
2. Accommodation and implementation of the directives of the
Project Coordinator within the framework of AFC's own


policies and organization.
 
3. 
Liaison with other agencies involved in the project.

4. 	Ensuring conduct of the project within the terms of agree

ment between aid donors and the GOK. 
.5. Maintenance of proper on-lending procedures particularly


by directing and training AFC officers in all project areas.
6. Ensuring that proper accounts and records are kept by

clients, branch offices and head office.
 

7. Preparatlon of nornal and special reports as required bythe General Manager, the Project Coordinator and other
 
interested parties.
 

8. 	Assistance in the formulation of project policy and the
preparation of future projects as and when required to do
so by the General Manager.
 



ANNEc X 

Page 6 
2. Personnel
 

The Ranch Section currently hasSection 18 a staff of thirteen. Thebeaded by a Kenyan-born expatriate with ature and local degree in agriculranching experience. The Deputy Head of Section is aKeran citizen with a degree in agriculture and considerable AFC fieldexperience. Other 
ist, two 

head office staff include a USAID/PASA credit specieaccountants, a records/accounts specialist and a secretary.The Manager of the AFC Branch Officeexpatriate at Athi River, a Kenyan-bornwith extensive livestock experience, is scheduled to becomea member of Ranch Section Head Office staff by March 1, 1974 with full
time responsibility for the group ranches (he is currently handling
group ranches along with his Branch responsibilities).
 

Field staff consists of six ranch/technical field loan officers withrecruitment for an additional officer underway. In addition, fourBranch Managers or Assistant Branch Managers from appropriate Branch
Officers have received two ofweeks training in ranch finance inanticipation of their key role in the making of ranching loans. 
The IBRD/iDA Appraisal Report calls for the Ranch Section staff to
include 14 Livestock/Credit officers, three accountants, three clerks
and four secretaries, plus head office management when the project is
fully underway. 

3. Operating Procedures 

To date, due to the small number of personnelall activities have been in the Ranch Section,performed on a closely coordinated basis. TheHead of the Section is thoroughly informed on all loans and takes an
active role in all facets of extending credit from loan application
preparation to loan implementation to loan monitoring and collection.
Because the Section maintains its own set of accounts, once a loan is
approved by the AFC, in day-to-day operations a considerable degree of
independence from the remainder of AFC has been possible.
 
The actual procedure for securing a loan from the Ranch Section is rather
long and complex, involving several steps and requiring the input and
approval of a number of GOK and AM, officials.

procedure to be employed under this project. 

Table VI outlines the
 
It is estimated that the
process of application through approval will require a mirtmum of 3-4
months and in some cases will probably take much longer.
 

After approval, implementation and disbursement begin which, particularlyif part of the loan is for ranch development, will require considerabletime depending on the complexity of the development, and various othercontrolled and uncontrolled factors. A number of current loansbeen approved for over two have years with development not completed. The 
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APC makes the funds available either through payment of vouchers and
 
Involes or, t1rough deposits in the borrower's bank account, the
 
utilization of which must be documented to AFC's satisfaction before
 
additional deposits are made.
 

Evidence of the time required between the approval and loan disburoement 
is shown by the December 31, 1973 financial report on Phase I IDA funds 
which has loan approvals of almost Ksh. 61 million and loans not yet 
issued of approxiartely Ksh. 19 million. 

4. Performance
 

Since the Section's establishment in 1969 through 9/30/73, over 
110 loans totalling Ksh. 60.9 million have been approved. The peak
 
year in approvals was CY-1972 when 45 loans for a total of over
 
Koh. 26.5 million were approved. The decline in CY-1973 to eight

loans approved for slightly over Ksh. 9.0 million reflects the lack
 
of available funds with the exhaustion of the funds provided under the 
First Livestock Development Project. 

Over the period, group ranch loan approvals totaled 15 in number and
 
approximately Ksh. 14.9 million in value. Ten loans to company ranches
 
-.ere approved in the amount of Ksh. 20.7. Individual loans valued at
 
Ksh. 4.7 million were made to 45 individuals and 43 commercial loans 
for.Ksh. 20.6 million were approved. Of the total of Ksh. 60.9 million,
 
funds for development amounted to Ksh. 24.6 million and steer purchase/
 
operating expense loans totaled Ksh. 36.3 million.
 

As of December 31, 1973 loans approved but not yet issued amounted to
 
apprnxtmately Ksh. 19 million, down from Ksh. 34 million six months 
earlier, demonstrating continuing progress but also pointing up the 
heavy implementation load still facing the AFC. For example, of the 
15 group ranhos, only three are in full procction with another 10 
under various stages of dovelopmenL. 'Be remaining two have yet to 
begin development. Vor the company ranches approximately 65 percent 
of approved loan amounts have been disbursed. For individual ranches 
53 percent of approved amounts have been disbursed and for commercial 
loans 89 percent. Of total operating capial/steer purchase funds,
83 percent have been disbursed while only 47 percent of approved 
development amounts have been paid out. 

The arrears position at March 31, 1973 amounted to Ksh. 2,702,331,115 
comprised primarily of operating capital loans. As of December 31, 1973 
arrears had been reduced to Ksh. 1,952,135; however, bank officials 
assert that the amount does not present an accurate picture because 
over Ksh. 1.0 million is owed by one ranch in quarantine (cannot market)
and approximately Ksh. 190,C90 is due from ranches currently suffering 
from the drought. 
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During the most recent fiscal year, income of the Ranch Section amounted
 
to Koh. ,,279,500 or more than double the previous year. The operating 
loss of the Ranch Section amounted to only Ksh. 56,o40 down from 
Koh. 524,800 the previous year. However, this is not a cash loss as 
the provision for doubtful debts was increased by over Ksh. 540,000. 

5. Current and Future Demands 

Current demands on the Rannh Section are at a lower than normal
 
level because available funds have been committed. No new loans are 
-being considered (a back log of applications is repo -ted to exist). 
Consequently Ranch Section staff are primarily engaged in the monitoring 
of loans and the implementation of approved but not yet fully utilized 
loans. 

For the future, projections by the Ranch Section indicate that in Year
 
One of the Second Livestock Project (approximately CY-1975) Ksh. 36.9 
million will be lent, giving an outstanding loan balance at year end
 
of about Ksh. 90 million (36 million plus approximately 54 million from 
the First Project). New lending will rise to Ksh. 66 million in Year 
Two and to 76 million in Year Three before declining to 36 Million in
 
Year Four and 10 million in Year Five. Amounts outstanding at the end
 
of the fifth year arc projected to be in excess of Ksh. 230 million and
 
will probably be closer to Ksh. 270 million. At this point, tuiless new
 
funds are available, the outstanding loan portfolio will begin to decline
 
as repayment by AFC of Livestock Project Loan funds begins. However,
 
due to probable disbursement and implementation lags it would appear
 
that the peak periods of Ranch Section activity will continue beyond
 
The fifth year. Based on the number of current borrowers and the
 
projected new loans, approximately 290 loans will have outstanding
 
balances at the end of Year Fiv of the project (1979).
 

D. Loan Considerations
 

1. Adequacy of Staff and Operatink Procedures
 

The AFC appears to have adequate numbe.rs of staff in most areas 
and is actively attempting to strengthen identified weak areas (account
ing for example) throuFh recruitment of additional qualified personnel. 
Au in any large organization the quality of staff is very uneven but 
new personnel and operating procedures (training, preparation of job 
descriptions) being developed should allow a gradual upgrading and more 
effective utilization of higher quality staff. Certain specialities 
which the AFC will increasingly require, i*c., computer specialists, 
will undoubtedly be difficult to recruit due to the short supply in
 
Kenya. 

/The discussion in this Section will deal primarily with the Ranch 
Section and only as specially indicated with the overall AFC.
 

http:numbe.rs
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For the future, given the current staff and the on-going attempts at 
upgrading and making staff more effective combined with the AFC salary
scales which allow the organization to successfully attract personnel,
staffing should not be a However,growing problem. the precipitous
departure of the existing expatriate experts or the departure of some
of the key Kenyan staff could seriously and quickly affect AFC per
formance. A continuing review of AFC staffing seems warranted and 
needed to ensure effective AFC and Second Livestock Project operation. 

The Ranch Section has a good core staff with a clear understanding
of the requirements and problems of ranch lending. To date the Section 
has been able to discharge its responsibilities with perhaps no more 
problems and mistakes than could be expected from a new AFC section
 
handling new types of loans. Procedures and modes of operation have
 
been developed which seem reasonable and which should facilitate
 
expanded operations. 

Although the staff is being expanded and current management is confident
 
that an increased work load can be handled, a note of concern still 
seems appropriate. 
While the loan funds from the First Livestock
 
Project are fully committed, they are less than half disbursed. The 
Ranch Section historically has played a heavy role in the actual 
implementation of loan financed ranch development and livestock 
activities. Combining the great deal of work which remains in imple
menting the approved First Livestock Project Loans with the new demands 
on Ranch Section staff imposed by the larger Second Livestock Project
could over-extend staff with resultant delays in loan approvals and 
project implementation. 
The Group Ranch Loans, which require the
 
heaviest time input and which are scheduled for the greatest expansion,
 
are the most likely to be affected.
 

In recogni.tion of these potential problems, certain organizational

changes have taken place within the Ranch Section creating a division
 
of responsibilities for new loan development and implementation and
 
monitoring of approved loans. 
In addition, responsibility-for all 
group ranch aspects of the Second Livestock Project, including the 
training and support of Branch officers on the structure and administra
tion of group ranches, will be assigned to one individual - a former 
branch manager who is thoroughly familiar with the group ranching 
concept. 

2. Potential Implementation and Sub-Loan Problems
 

As indicated in the previous section, staff and operating
procedures need to be periodivally reviewed. However, any required
changes can be implemented by the AFC. A potential problem outside 
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AF's direct control but with major importance to the lending program is 
the performance of the Range Management and Water Departments of the 
Ministry of Agriculture. W-nge management and water development plans 
form an important part of all loan applications. For group ranches 
the Range Management Department provides a ranch manager during the 
initial years of the ranches operation.
 

It is currently reported that the Water Department is unable to prepare 
required water development plans for potential borrowers due to a lack 
of recurrent budget. Because the AFC has fully obligated its ranching 
funds there is not a present bottleneck but the inplicatiors are severe 
if the situation persists. The Project Coordination Unit is aware of 
this problem and is currently working with the WaLer Department to have 
additional funds targeted for range water development. It is also 
reported that the quality of the ranch managers provided by the Ministry 
of Agriculture is not always satisfanLory. Admittedly the type of 
persons required may not be in abundant ,;uppl.y but every efrort. must 
be made to ensuro ti.ha conscientious hard working ;tL.aff able to mast,or 
the in trleaoies of boti, ranh managemont. and .1oan amimmiStraltilon are 
obtained. Without thom the burden ol,'nnlm managementI. will fall on the 
AFIVRanch Section. AMG has already anlticipated thl'; to some extent 
in agreeing to add 14 ].ivesLock credit officers Lo its stati'. 

A second pctential problem wlich may or may not as:sume imporLance is 
the ability and willingess of Kenyan firms to provide services required 
in a timely manner, i.e., contracted water development. To date the 
record is. good and it is reported that the capability exists for tle 
projected expansion in demand for services. However, presumably the 
most accessable and easily developed areas arc the first ones donle. 
In more remote areas contractors may be less willing to perform needed 
services unless higher prices are paid which in turn could reduce the 
economic viability of the sub-loans. 

A third potential problem which will be partly under AFC control is 
loan repayment. For Individua] loans made Lo economically viable 
operations the problems should be minimal. For group, cooperative and 
company ranches, where the opportunity for the greatest social/economical 
impact on the largest number's of people exists, the risks are high. 
Credit and loan. are not famiLiar to many of the people who will comprise 
these organizatdons. Borrowing requires a re-orlentation away from 
traditional at'itudes toward cattle as well as a new type of discipline 
and cooperation. Installing this ne-a outlook will require time and 
undoubtedly there will be difficulties and failures. To date, experience 
of the Ranch Section with these borrowers is not very good. A large 
number are slightly in arrears. However, the AVC is aware of the 
problem, is seeking innovative and replicable methods of dealing with 
groups and appears prepared to take reasonable steps to ensure repayment.
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3. Conclusions 

The Ranch Section is currently operating in a satisfactory
manner utilizing appropriate procedures. 
Staff appear knowledgeable
and well qualified. Suitable action is being taken to recruit additional staff to meet the expected increased work load resulting from
the Second Livestock Project. Nevertheless, the rapid or unexpected
departure of a very small number of key staff could quickly andseriously affect Section performance. Likewise, care needs to be
taken to ensure that the demands of implementing already approved
loans plus a large new loan program does not overwhelm Ranch Sectionstaff with resultant poor performance.
 

Outside the APC special attention must be given to the ability of
cooperating Ministry of Agriculture departments to fulfill their
responsibilities in a timely manner. This points up the need toensure that the overall Livestock Project Coordination Unit effectively
performs the key role it has been assigned.
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ATTACmwT II 

AORICULTURAL FINANCE CORPORATICN 

BOARD OF DIRECTORS 

Chai man - Mr. D. Ndegwa Permanent Secretary 

Ministry of Finance
 

Deputy Chairman - Sir W. lavelock Government Advisor/Farmer 

Members - Mr. J.0. Kibe Permanent Secretary 
Ministry of Agriculture 

- Mr. Pter N. Sifuma Farmer 

- Mr. William Bomett Farmer 

- Mr. W.A.O. Ayoki Business man 

- Mr. Simon Nyache Provincial Commissioner, 
Central Province 

- Mr. J.K. Gatuguta Member of Parliament 

Kikuyu Constituency 
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A'TACIIW. III 

Procedure for Processing an A'V Ranch Loan Application
 

N&Jor Activities 
 Steps to be Taken
 

1. 	Selection of ranches a. 
Ranch name, location, etc. submitted
 
to the Project Coordinator
 

b. 	Given a priority by tho Coordinating Committee
 

2. 	 Planning of ranches a. 	Purchase of AFC loan application form
 

b. 	AFC Branch Mgr, notifies AFC Ranch Section and
 
the Project Coordinator
 

a. 	Application is submitted to the Head of the
 
Planning team in the district, the (D.R.O.)
 
District Range Officer
 

d. 	The following are to be consulted by the Team
 
as indicated:
 

AFC Branch Manager
 
District Range Officer
 
Ass't Registrar of Group Representatives

District Cooperatives Officer
 
District Wildlife Officer
 
Technical Officer, Water Department
 
District Veterinary Officer
 
District Livestock Marketing Officer
 
Others -

e. 	Submitted to A.F.C. Branch Office with
 
copies to Range Management Division, Water
 
Department and the Project Coordinator
 

f. 	Ranch projections made in AFC Branch
 
Office
 

3. 	Initial approval of a. Submitted to the District Loans Advisory
 
loan 	 Committee by A.F.C.
 

b. 	Submitted to Ranch Section, AFC
 

c. 	Submitted to Project Coordinator/Committee
 
for initial approval/disapproval
 

.4. Water design on Group a. When approved above, water design work is 
type ranches carried out. 

b. 	Submitted to AFC Branch Offioo 
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MaJor Activities Steps to be Taken 
4 (cont.) o. Discussed with ranch people on the ranch 

with all relevant officers present 

5. Final approval of loan a. Submitted to Ranch Section, AFC 

b. Project Coordinator given opportunity to 
review and make his recommendation 

a. Submitted to the AFC Loans Committee 

d. Submitted to AFC General Manager 

e. Submitted to Board of Directors 

f. 	Passed to Legal Department for preparation of
 
necessary documents.
 

Notes: 
I. 	Activities No. 4 and No. 5 may proceed simultaneously if this iS 
considered advantageous. 

Ii. Activity No. 4.will not be necessary on more commercially advanced
 
ranches. 



TABIB I 

AORICULTUHAL PINANCE CORPORATION 

VINANCIAL flTA'I)U,4lT, 

FY 1968/69-1Y 72/73
 

12§69 1969/7o 197o/L .19011/72
 
ASSETS
 

Current
 
Cash and
 
Bank Balances 266,975 351,510 334,140 
 363,754

Other Current 120,210 172,523 
 142,790 248,761
 

Loans andInvestmonts 
Large 11cale 7,558,787 7,863,836 8, 691, 21I 8,901,410
Small Scale 396,624 6414,112 962,187 1,126,154
Investmonts 1,514,0.2 1,472,250 1, 180,768 1,162,394 

Fixed At;.;oL; 2., J.02 267,257 292,222 297,389 

OMher AsoetsTotal 21,619 21,140 ii,664 11,664k .1o,. 1.5,.. ,5'...icz0, 79, ..... : t ,h. 26. ' 6.,21(.:, ' 


LIABILITIFS AND CAPITAL 

Current 
Deposits 188,787 413,255 209,422 473,964
Loans Unissued 258,669 303,538 686,996 -
Other 223,524 246,156 257,557 254,670 

TCI__n
'; ']'(ril
 

]oans 2,7,0,830 '1, 3,934, 8P7
276,609 4,882.088 

Cap. ta. 6,206,139 6,210,557 6, 25"8,039 6,246,333 

huserves 5021.4 00 42, 513 288, ]4' 254,466
T'otal K1J,1 288 4i 1t 25,46,s 

Dcblt/Equi'ty Iatio 0.4:1 
 0.5:1 0.6:1 0.75:1
 

• 1 K - U.S. $ 2.80 
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TABLE 2
 
AORaJLIURML 
 FMANCE CORPORATION 

STAT NTs OF PROFIT AND LOSS (IC*) 

FY 1968/69-1972/73 

:i.-'o-e- 1968/69. 1969/7o O 19 M/_2Thtorent 
 772, A 4 6Yt,'176 656,496Minoellarneous 783,91497,561 iOO,789
Mid 1u,1189 147,552Do)t Rcovery .________Ii
 
Total3it 
 91,466
 

Interest 
 482,284 372,532 
 393,034 421,577
Administrative 306,027 269,048
Dad Debt Provision 186,993 287,778 367,1121.3,835 118,207 140,183
Depreciation 
 22,474 14,o8
Other 21,616' 33,342
1,81 -50,346 . . 11.,1
Total 2,930
KF961.59 
 K_965 1 ..... 

Profit or (Loss) ( 128,666 ) ( 84,179 ) ( 54,369 ) 

* 1 K 0 = U.S. $ 2.8o 

http:KF961.59


TABLE 3
 

S (ot)(0:?) 
Prv!u l~ivrnuhttfl roi 

*Ic'ut Wl'twertt 

ti. uoltl I.1 enot prtiv~ble
UaC(Illcotcl A!"(opy Ce0rxvii 
1'roit on Salo S*03 

yr..4s 0..aurtod (Gccamial) !q iprutic~w 

C-tjicg Souroca of )'Smndu
Liquiezc of vc5~. 
rloo1U of Lvroulv. rx. ;11o jtico
Ino' nCp1d ~' 
YIoroato 1*1 

Xourcxso in Lk--p-A 
,in~ i 0,Lh.r Uc,,U-c

U.ox'~ztio Im 0.hcr &'jot.-3 

ftiu-tcita1 

(1.3)1~l10: 
2.4 2.4;1 
.. . I 

2.1 2.0 
0.5 0.6 

.... 
(1.0) (1.0) 

.8 -6.4~ 

1. -

0.6 
1Ars~~Ci433.220:'r 
.1vu 0.9
0.3 1. 

2304 3.8 

-

(1.1) 

2.7 

2.,
0.9' 

~ -. 

(.13) 

--

50.&* 

5. 

(1.3) 
4-. 

-

2.9 
-

04;" 

53".? 
ISO 
9'.6 
0.3 

64.1 

J0.35).04 
5 

3.3 

.... 
2.65, 

10.7 

3V'q~ 

3.7 

.x. 

; 
6,; 

:3.? 

i0.3 

.2~'. 

3. 6 

),.mtw 1 

7/W':,1(u *~'n*~j~,22.) 
"±*

:.~c.1 c.~ 
2.)
2.1 
7'.6 

119.? 
2.6 
2.0 

21,.6 

!.5.1 
2.7 
2.Il 

70.0 
I4.3(
2.1)3:~ 

)o.9 

:~.5 

];-IGLA'ni4 (Not) 

.~t..:, n'~j.1t
.'~q~.Lt3 fof LWCt'Vnil i-ncl P,.i*,:;rtAC~ 

fur:',OV~cr I4,nbAtc.3 

(1,16t)--

0.9 
-I45 

0.6 

3o-

0.7 
-

3.7 

56fl 6 

0,0 
1.9C' 

--

0, 

X2" . 3ll. 

May 8, 1973
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inte-est ?ei_'-'a__csl 

Actual3/31/71 

13.13-313 

3/131/P,2 

214.231.1 

373/173 

*17.18 

Proiected
-313_1T0-h 

213.?.~722.1 

37317-15 

31273. 

-3l.31716 

rrojft ZSle f 
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TABLE 5.
 

Lotr.1. ~ ~ c 

Capattl Funda (Irrteemblo) 

Owzlral Ronerwo 

12),, C 

5., 
13-b-to1'130. 

121.8 

.6 

129.4 

121.0 

128.3. 

124.0 

,~ 

127., 

I4.te 

1o 

126.6 

't.!' 

O 

130.F 

rodeumablo C3ptal ~72 V80 21.1a.2 I.',?P174 

1I81 li0 ., d 
Oth.or currmt L tto, 

Sub-total 

Tot.d liabilti-Ml 

13.? 
$. 

1. 

.. 

38.3 
6.6 

210.0 

2fi6 

o.7 
2.9 

47.7 

11,,O 

$)Z.6 

69.O 

b.t07.2 

tO.3 

.3 

,. 

2...Y 

1. 

C,'o 

T 
to., x,,oc+J0!, 

Sub-tntal 

1,7 

M68 

191.3 
..{;=3, 
218.0 

2. 

z63.,8 

2C4.7 
_ .+ 

326.3 

16.9 
P) 

41!ss 

(.,..... 
(07.!1 

ihrcaro 

" 3''+ .'- 19.0 
.. 8 

2r.3 
6.0 

32,1 
0.6 

1:,1.1, 
0.5 

0' 
1;.,6 

r,. 

lkb-toth 10.5 23.; 29.8 37.3 IW.. 

Totl Ai.ottura Iono 

CAIIh endl Y,',Mll V,'3 ncoa 

TtO l 'TI.1d:1' .',otif, 

+Ix,,l , 
l anrr o, f , i ' v:;m d Lv or i )oIC 

Ir(4Wi00{:o (:o,..,t .ioin Iio
othor ,,;,,u,.. 

Tot,j) Aw;+,ots 

192.3 

23.6 

6.9 

222'.8 

5.;,.r,~t) 
0 1.h 
)..9
1.6 

23P.,,; 

241 .5 

20.1 

6.,3 

27.9 

6.1 
0.2 
2.5 
1.9 

28,6.6 

293.6 

" 

320.1 

6.4 
0 .2 
3.4 
3.3 

334+.0 

363.6 

23.6 

6'.a 

.51/.. 

6.e 
0 .? 
2.9 
3.3 

hol.72 

. 

o ..; 

12,9 

10 .1.Vl 

!.. 

7. 
o .:.2 

f... 
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5!!i.x6 
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Total Loan Amounts Tat 

For Cattle -rchase _/'/ (f) -
-'earl Year 2 Year 3 Year 4 Years Total 

Group 

1st 20 
2nd 20 
3rd 20 

3,656,000 3,358,400 
3,656,000 

-

1,020,800 
3,548,400 
3,656,000 

1,020,800 
-,548,40. 1,020,800 

3,656.000 7,0l4,400 • 8,225,200 4,569,200 1,020,800 24.485,600 

lst 7 
 3,771,60 
 751,520 1,218,000
2nd 7 - 3,771,6003d 7 751,520 1,218,000
 
, .771,600 751,520 1,218.000
 

3,771,600 
 4,523,120 
 5,741,120 1,969,520 
 1,218,000 17,223,360
 
Commercial 

1st 40 16,137,600 4,944,ooo
2nd 30 
 - .12,103,200 3,708,0003rd 30 

12,103,200 
 3,708,000
 

16,137,600 
 17,047,200 15,811,200 
 3,708,000 
 52.704,000 
-FeedLots
 
1st 1 1,008,800 1,112,64o.-2nd 1 1,008,800 
 1,112,640
3rd 1 



1,008,800 
 1,112,640
 
1,008,800 2,121,440 2,121,440 1,112,640 6.,364,320

Totalw/o Feedlots 23,565,200 28,584,720 
 29,777,520 
 10,246,720'
Total w Feedlots 24,574,000 30,706,160 2,238'800 94,412,96031,898,960 11,359,360 
 2,238.800 100,777,?80i/80% of incremental cattle purchase requirements.
S Loars each Rancher investment represents 20 percent.of first three years to Group and Company Ranches and 2 years to Commercial Ranches and. Feedlota 



Dollar Loan 

Amounts for Cattle 

(in U.S. dollars) 

T Year 1 Year 2 Year 3 Year 4 Years Total 
Group 
Coalokny 
Coanercial 

514,929 
531,211 

2,272,901 

987,943 
637,059 

2,4o,014 

.1,158,478 
808,608 

2,226,929 

643,5 
277,c 
5., 

143,774 
171,549 

-7,423,097 

3,448,673 
2,425,824 

Sub Total 3,319,041 4,026,016 4'194,015 1,443,199 315,293 13,297,564 

Feedlots 142,034 298,794 298,794 156,709 - 896,381 
TOAL 3,461,125 4,324,810 4,492,809 1.599,908 315,293 14,193,945 

/ Based on Table 6 
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ANEXX 

TABLE 9 

.,1 1,11"".)CK DEVE.L"T'I'IT PROJM'T 

- .VUD flRntrh_ 1ao 

Un lir Unit C0:,-t ¥o i. Yow Yc r 'rotal Forei'., 

XtVht t t" .".' 

2 60.0 40.o 40.0 40.0 120.0 is 
Tan'; 2(.0,30 Sal V 1 22.0 - 22.0 - 22.0 2$ 
Tai: 10,OCO gala 2 i.0 - 11.0 11,0 22.0 2C 
PI:4.5 7 lift 1*00 -42.0 h2.0 sL.O 80 

1 6.0 6.0 6.0 50
 
To~a 10 3.0 - I.0 15. 30.0 20
 

utb-Tcal 40.0 136.0 LO8.0 2E.0 

cttle Y'ardo and DM", 3 20.0 20.0 20.0 20.0 60.0 20 

bZi3/',1ibtore 3 4.0 4.0 h.0 b.0 12.0 20 
Houcing 4 10.0 2n.n 10.0 10.0 40.0 20 

Sub-Total 2 -. 11_.0 52.0
_ 1.0 

' r -1 .30.0 30.0 30.0 5 
Itorcy.3o 1 7.0 7.C - - 7.0 
Toolo (oot) 1 10.0 q.0 5.0 - 10.0 LV 

ab-t,,'. L.1 ._ - !:__. 

n 10.C 11.0 2" 
L1rc'wini bockl/ 162.6 157.7 63.8 32"'.1 D 
?trrbr:,.I rnd oada 100 !w .24 10,0 V.0 

/Wk*-2.n-, ca' ta.l Oth6. -! i2 

Total 3.3.0 137.1 209.8 1,00.2 

,/ For mr'u.bsrs noo i.noex X,jable 8 

dofined r.5 IC0.) :u.'cDhine tt'le'.50% of operating cets.
 
For L-.tcr pu.-(13so arA co:rn:, ooaVt, a,-., vx X TzSlo 10.


/ Wc.':z,. capltl 4.1 of E.rA 

Toa, Year 
1 2 

I00CX r Puteh' . 65.9 118.1
 
0 Cp tiJ tnmt3 d
37-f, 

Idcj7J O. 

Love predavolr-2nt 
kbrkinG C.pital 9.11 9-!.4 

94.4 159.1' 

ad,.7Inoromental vorkin- capital 94.4 

Maes 1973
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IWAI Sal.. U3610 268 

eseatos cmve 
Bowraiu n a06. 

0 6.200 
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aczt~rz -. o 7.000 
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6th.. 0 S00 
019.700 

u."So 26.640 
YCi.a4,922 13.33C8 

Saltin 0 3.30 
1.53 2.767 

?al18.1 _"6j.07, 

Staut P~biaea 0 65,i76 

total coats -MAU ~ 141.68 

flm;2R3 D.U8. I-23 

1/
IPPIng costa ha,. ban eatli..ted at KAb 10 Par animal unit.occie-3 costs bava 5baca esaz~tI.a-1 at Koh s per animal unit.21 Zc~l, Cott* IhMvmbe"n ettl.-t--d at Xsh 5 per anivral UAit. 

Serl~ expenses are at Keh 5 ptr bczd. 
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Model Group1'eh 
- 16.000 ha 

Kr 

Sc,.re of Fund's 
i-te lo aa 

"I"Z : =-'it-
Torl So.ree! 

102.1 

72.6 

465.1 

230.5 

87.5 

667.9 

288.9167.8 

1 .0-

498.7 

311.6 

311.6 

474.3 
-

474.3 

47 

467.5 

7 

.. 

479.9 479.9 9 479.; 

.e~ l S t 
3re5*-S:1 

b aot y 1m,
Total u.es 

1222.8 2M.1l/"Zr.l-%1Cj.0 215.0 
62. 6 157. 751 . 2 

51.2 
414.6 624.0 

18,.4146.0 

6j . 864.6 
6-S 

4S2.8 

237.6 

-_1ria 
2 

392.8 

171.5 215.1 

X zt.2 
155.2 155.2 

326.7 371.3 

1 

55.2 

311.3 

155.115-.1 

" 
155.2 

311.3 

" 

U5.2 

311.3 

55 .-
15 .2 

311.3 

Ammal Canh Surplua/ 
(eMflatiiaC. t) 50.5 25.9 (81.2) 

(defc t) - S0.5 43.943.9(dcflc9t) 
50.5 94.4 120.3 39.1 

T--.I - o0f- 2t oat &vzz Xx- Table 9.2! Iu~e.-t at E% pr ann, on C'stctazdins balunce of loan..-L. *[ ,7 ) -ira at 8.; ef8-t.3 yr.GIrc-p gn'L~a Lil1 0b 'iP ra-!::to 
_ut.1:a

1 
profits of lsh 139,000 

147.6 
186.7 

availrne 

96.2 168.6 
282.9 451.5 

for distribUtio, 

168.6 
620.1 

166.6 
78.7 

15.61 3. 
"37.3 1 

&lWI 4, 1973 

0* 
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Table 12
amth .-"o M h-

x ji nmu- , ' I Az I 'k
iuadlfi cas#16 1,II? 1,14 1,175 1,270 1,631 ,59lI. 1,6 1,40 1,40 3,490 I,4023 41 45 29 29 4226 4) 4) 

43 . 4 46. 49 49 . *! 4?: 143 622 U0 I2A M7 tters 9?4 1.055 1,036 1,06 1,0361 10 Ill1-34 let steer& lit Ise 317 519 443 41110 15 All 41714.14 matm ileor 106 lie 324 57 395 41 All1i t 7 0 0 427 443 467 407 49?124.3 psh St.r 0 0 0 . 49IN U 2 1 il 0 0ll 0 0M APt o th sel fle 11 o o 0 A0 it 42 37:M.41 116he N o o ooo 410 42. 441 477 60 .0 0 477036.46me . - 0 .0 0 
0 0 0 0 0 0 0 00 O__ 0 - 0 0 _0 0 

total wA*&e 1,I11 1,374 1,51) 1.733 2,071 3,337 2,4g3 2.41 Itil 2.8to 2,970So-tetal ,000 3,C-.0Metal t._A.V. l t .374 - d '---,-- Xt .% . ''"m k.+-I -- .p~eob4ad steer@ 0 224 '.1. , , ,,, =) + .O+ A .? 1 lit 11.2 *----''-=--'+2000 '+- 0:+ 

totll alt lts 1,161 1.140 1+I00 2.10 3,000 3.000 5.00 3.00 3,000 5,000 2,970 3.000 3,000 

IrsedigCm Is Is 55 45 44. 47 itto511 2 Is 54 H13 2 59 .s .9I-2 .,a 2 2 20 13 0 10 17 
2 2 .2 19-24 X'.t: suo 4 4 

2 0 53 31 39 41 41"5 5 9 13 41141 14 17 169.24 Peach steers*7-36 koerhI lflaue .$4 65 5. 1, •20 204 0 0 142 * 13 0 1670 10 190 0 2044-3 6 h e n tl t e r s . 5 4 5 5 6 1 4 1 5 1 17 108 100
3 -414 o ahe:.I .r 5 5 034-36heathstel, 5 5 . 

0 
0. 

0
0 0

0 
0
0 

0
0 

0
0 

00 
00 00 0 

4S0ah~1.. 5 0 0 0 0 0 041-60 heath ;!L(to 5 0 0 
0 0 0 0 0 0

60-71 NIkts 1 0 0 0 041.60 teersbth Steel$ * 01 A) 01 0 0 0 0 0 00 0 0 P 0 . 00 0 0 0 0 0 0
Sub-total 70 is A1 ii 6 113 126Purcheod stees 3 I ,i 17 144 15 157 160 76:37 27 20 1 7 0. 0Total 5 I 74 91 Ito 150 133 157 151 59 161 160 161m(. 
Is pAgiqe elers 0 20 250 0 0 0 0 0 0J 0 0 0 02lle 0 520 1 6 9 7 7 7Sub-tocal 4 220 litsteers 769721 7 7l7 929_ 663 .07 331 17 !17 0 0 7 

Total 
 1 44 476 767 934 971 514 339 1l 111 7 7 7 

s1411 " 44.36 Moth b ltere 0 0 
4 4 4 4 4A 4 5 50 0 0 5304-48 month steers 0 0 0 111 49 10 10 103 1353 134.1-60 OMch teers 22 I S3 47 

l1t 201 299 329 364 393 403 4310 0 0 i.500-172 0 0 0 0Hath Stoel 0 11 0 0 00 0 0'attening Cull Fee d0 
0 00 0 0 041 7 101 131 16 ALL 233O 0_7 

Sub-total too
206 236 ll 21 24? 374 547 554 433 602Fuvshae l geloo 0s 0_ 
435 745 133 

. 20 2137 Muj 3 7 16 80,0
ToIal 565 909 45 4q 1,245 1,163 1,072 fit 934 90o 53 6l
 

-anlealate 1 $0.00 10,00 55.00 60.00 61.00twlt lctolitty % 5.00 5.00 4.00 4.00 4,00 
70.00 10.00 70.00 70.00 70.00 : 70.00 70.03 70.0
auua.t*nl, SItol 4.00 4,00 4.00 4.00 4.00
1.59 11.15 1904 15.65 4.00 ,07 4.COVall output lots I 35.59 15.13 35.81 

11.0 15.91 21.94 11.95 2 2.31 2,60 23.46 23.07 34.'l35,04 15.Uevoel1oai rtrj% 34.719 10.41 is 34 
I$.96 21,0 21.93 22.Si 26.40 27.01 18.6. :..347.411l1/Cuw 41.74 40.20 31.46 30.73talo 1 5.00 5.00 4.00 31.4 27:7 2.13 " 1.473.30 3.30 5.0 3666wealling late 7 9,00 3.30 5.20 3.A0 3.309.00 10.00 10.00 12,00 3.33 53 3.20illCutling Sete 10.00 10.00 10.00 
15,00 10.00 20.00 20.00 120.00 20.02 20.03 10.0010.00 10.00tockie at eRa/A.U. 23.19 17.50 1ISM1 . 11. 0 33 
10.00 10.00 10.00 10.00 10.00 10.00 10.00 10.009.k4ule Se A.U./ o00.04 0.04 0.0 
9.35 .3 9.53 9.33 7.23 .43 .33 .336 0. 0.CJT 1. 0.11 0.1 0.1 0.11aiie ¢ap, 1,600 1,600 ,0 0 0 0.11 0.113,30,400 SO0 3,000 3,000 1.00 300 3,000 3,00
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VmD"v.V.W 1IW 	 Table 13 

* C- ..- Fisnob - 28,00h 

l~ob 000 

u Taaw T~e T0411 pwvi#gm 

amoatu nt c.t4immT 

I 	 60.0 40.0 40.0 40.o 120.0 so 
tar,, 20,000 ga. 1 22.0 - 22.0 - 22.0 20
 
rank, 10,000 gal 2 11.0 - 11.0 11.0 22.0 20
 
pi 10.ka 12.0 - 60.0 60.0 120.0 80
 
P6.0 	 - 6.0 - 6.0 90Froughs 	 10 3.0 - 15. 15.0 30.0 20 

sob-to ,40.0 	 154.0 126.0 320.0 

cattle Yards Migs 	 20.0 20.0 20.0 - 40.0 20 

Buildints 
Yr -3 -- 40.o 4.0 4.0 4.0 12.0 20 
(ouains 10.0 20.0 10.0 10.0 40.0 20 

ubh-tot 	 24.0 14.0 14.0 52.0 

lootiiVchiclau
rmcl'or ari ilT 1 30.0 - 30.0 - 30.0 90
41toor.volo 1 7.0 7.0 - - 7.0 90
eoo1a (03t) 1 10.0 -5.0 5.0 - 10.0 40 

Sub-toWt, 	 12.0 35.0 47.0 
.robrelk end Fads 100 m .24 10.0 10.0 4.0 24.0 20 

rodini st.okV/ 	 584.1 134.2 - n.3 0 
rnorwrnent 1rhra en uit 41 / 12.2 .5 . 38.0 46.8 2. 

Tota 	 811. 388.8 462.0 1,662.1 

V/ Ir nmbars ea Azwx X,o1bl 12
 

Working oapitnl la defiod As 1CI of-vtoi' pwoMee L.-r 5% of opewtlng oota.
 
For atcor purobaro and opo-criza* osete a',x X,Tbla 14.
 

12 	 14 
10% Stesr Prave 69.14 06.9 306.9 379.1

500 OpmttuW cost 9U 91_
It.-	 _____ 

I11o1 l 14.8 3W.2 40.8 

?V,,aPnt" 	opentin

oaplta2a 191.1 216 313,0*
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Smle e3 2. Y 3 34.07,71 
zz2 1 0 5,7 


M--431
14
hila2 1.492 2. 7 . 0 . 12 . 5 2 9.0.492 56.9Z8 3.2 3-?470.817 q~m92.60So 137.3U, 
 14715 
 13.712 • U4.1N.d.g 

.alfera24-36 
Steers 36-48 .182 62.47 70.02 77414 40362 2 27535 2r,675 1..3-S t e a ,rA.n 60 0. & 21 •. 0 0parcbmsd$eto= • 0 0 0 00 


S..L-t.t :l 6 7 
0 0 a
L°S,
 2l2,C30 12R.760 1.137115,179 4.967 3462S519,01 673.234 381.7 29.0591,207 a 0.2521.969. 6429445.022 46.129 413. 361,6.16Tat! Sleo 167W.109 262.237 252.167 590,218 768.214 72e$5'z 669.r2 6-.-0--
 60----
 -o- S3*1 

SalrsiS4aaries 70 1.401,.00€r0 ".4001.400Ofice 13 55,40016,000 55.40016.000 55.40013o-o0.r.0 16,000 •18.000 18.000 16.000 55.40018,000 16.000 55.4018,0.
1. ",oJ 16,00018o000 26,0007.2w00 1o .Seatic IF200 28,000 1as10 0 .20 2,.20 02700 60.0002 2,00 2,f'03 
.00 2.00 2.8002,00

.01M7200 2,0"

30,600 073.600 a98,600 9,600 "6
 938,00 

Dipa 1' 
16.000 
8,Vt.O 18009.000 2500012 500 15,c0.3rk~.• eayI 15.00030.000 1 3.000 •0.0009,.00~0 1.5 30.000 30.000,2I.COO 3006 14,852 29.SgTotl 33043 1S00026. 15.0002.152 15.01W32 15.000 14.632 1-.990 

t33,03 4 .6? 
3264, 

4763 4646 

Stoct ?uc.. 52,152_9.117 86. 64,9130 66.3243--935 3 127 65.917277 820 65.362213 578 1" 64.763Totel Costa 4.77 9.96153.06 9.962190,764. 457,68 7 542,640 642,74 438.095 308.660 
 249.157 217.942 172.516 
 272,647frlicz (&5.871) 63,524 
 (205,522) 
 47.57y 325,471 290,457 361.16 3 360,6417 312.25 414,924 3.620 00 

2 / c .. a , . .-. P t ! ., , LV et f. J -oL e 5 p r .u n i t . 3/ £u.,-I,., cos. h.wa be... eqtj,-,t:J at Klh per an~iesf-/ Saul,. wz~ne unit.4 
3 are at tah 5 peF head. 
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Sol"&..cer 
a.ber 

Lva 107.2649.0 
162.3 

262.3311.0 
77.8 

252.2369.6 
92.4 

590.2' 

-

768.2 

-

728.6 
-
-" 

69.8 EW .1 5075. 
8-

Total Sources 918.5 651.1 714.2 590.2 768.2 728.6 669.6 0=3AW.1 57.4 

-

547.4 

am of Fund 
r tlr 3 Costs 

Ficd Lxv atwemt 
srzeedit Stock 

153.1 
105.0 
584.1 

198.8 
233.0
134.2 

457.7 
144.0 

-

542.6 

-

442.7 

-

438.1 

-

300.6 

-

248.1 211.9 172.5 172.5 

-

Total Uses 

51.9-

865.1 

76.8 -

G42.8 

106.4-

700.1 

-255.4 

7S8.0 

--255.4 

C98.1 

255.4 

693.5 

255.4 

564.0 

M5A. 

503.5 

25.4 

47".3 

255.4 

42Y.9 

: 
-

172.5 
L- l Cash S3mrmlI(Dfleit) 

fNlat:Lv Cash Sarplue/(Dficlt) 

23.4 

23.4 

8.3 

31.7 

6.1 

37.1 

(207.8) 

(170.7) 

70.1 

(100.6) 

35.1 

(65.5) 

105.8 

40.3 

105.3 

145.6 

126.3 

272-4 

159.5 

431.9 

414.9 

5"6.A 
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i 

!wcbef 1uvnnest rpreauta of Lawest ttuteort at rm per an== an otstade balamne 
AI*ualty foe 7 yema at OZ. 

cost (An= 
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inneue I 2. £ I 1O 
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11%0 
VON"At""UUP 

l 
1116 

100re 

a108 10 

504it 
115 
lo 

31 A14, 
1N$ 

149 
1M 
two0 0 

,1 
306 

0 

. 
3s6 

0 
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ANNEX X 

Table 17 

IA 

""l t,-rnc - 3.1GO ha 

Yoa ifatx Total
 
Uri.tt Unit CO'. 1 2 Cot Yo"ni.r . 

Invemoviin C14WoOM" 

"3.oTL 1... 6o.0 30.0 30.0 60.0 
Plx 6.0 - 6.o 6.0 
Piping 5 10 12.0 - 60.0 6o. 80 
Troughs 2 3.0 - 6.0 6.0 20 
Tank# 10,000 Sa 1 11.0 - 11.0 .1.0 20 

30.0 113.0 143.0 

Cattle Tard adDiP 1 20.0 20.0 - 20.0 20 

antcrtrailer 22.0 - 90ni 1 22.0 22.0 

Jvot r.-k tir.Jroad 10 ).1i .5 c.0 - 5.0 20
 

11:10 1n 7.5 15.0 10i1. 7.5 

, 0 )a .2 1.0 1.0 2.0 

055 - 121.5' 

Ltrooding Stoc&€/ 
5014.3 32.9 537.2 

0 

Incr montal 

WorkIng 1OP-io 128.3 168.3 2 

Total 629.e 282.7 912.
 

1/ For nz.iber see knnx X T~blo 16. 

Viorkins cajital Is defixzed.as i00 of' taor r.m"ehaeo anet 50% of operating costa 

IOM Staw pirhace - i2.6
 
50% Opening. oivto I40.0 S.
 

40.o 168.3 

ZnoremAntal Vworlam epLtPI 40.0 1283 

APzi1 3, 1973 

http:defixzed.as


AM=X
 

Table 18 

161am *1 sa 

'm a 51. 6K sllim 

18 lenL 


Iko,0 U.1 '1 

I.Is WX
UeeeI4.M48,34

O66176 O0014
Ipnbaea4 lK l 

i "Soup " joys.7 

ttal fo rMoI 102,501 

610 poee Isom" 
 4150shla0pI

01,44 .3 0. ,000 Itoo 1,0 


e• IIuO 2,00,00 

62,3o0 46Il 8,60
.lle e16ade 

Total2 23,4N 
totalCoal6',6s 14,50 

I MIst beuleb mset bM bees 606610610d 4 1&b so PW MAWi 

W4ms4, am351g2m 

'1 ,. 34 

JY 

O 


O4,6 
0 


" 79 
0 

U9"6U 
,i5,101 


310,414 

41,300 

14,50

12,000 

t6o56
2 ,1021,660 
I 


U LM10 

2668186 

use, 

7 ,I w 

0 

0 

73,130 
0 

,3 

alsosa 

S01,o141 

41,300 
14,500
33,000 

0'00 

i,6t 


24, 

161,512 

15IM,103l 

0 

0 
016430 

0 
w $ 

wue 

61,M 

14,500 


20 


Il,I , 


i 

2,4812 

122,141 

733 

5 3 

MIJ 


pO" 


0 
.0O 


113.001 
0 

_!- _ 

Ui.,$sp 

138" S,40 

14!00 

1, 02, 

2,37112,M,/ 


PV 

,37 

1 ,1 0 

A 

0 

o 
0

123.7 

130,814 

225,I 

41,30 
14,50
4,00,c 

1i,00 0 , 


6 ,600 

1.0 

12. 

10.7 



=m Lvnmmv D~zynW-mP ioj=c 
W'el - C,.--retl it.,.A - 3400 .

ir,-re-,,e, . h Flo2_ 

gal" 

,,ws-t a I -

Tb&a Soc.e 

1" 

U54.8 

503.8 

824.6 

102.5 

226.2 

3S5.2 

310.5 

- " 

310.5 

4 

302.1 

302.1 

s 

26-.8 

26S.8 

238.5 

2Z.S 

229.9 

229.2 

229.9 

229.9 

229.9 

22".9 

n9.9 

229.9 

2 

29.9 

orhoufs 
'%4astu Costs 
.':L t85.5 

.~Zt. rea 2/:oc, -at7 .) 1 

Total Vaes 

1MMEU 
1 CO Strplu/Cfetf1it) 

3kwletLve Cash S pZpl(fjcLt) 

80.1 

504.340.3 

710.2 

114.4 

114.4. 

214.9 
121.5 

32.958.4 

127.7 

(42.5) 

71.9 

209.8 
-0-.0 

-58.4 

263.2 

42.3 

114.2 

162.5 

. 

14.2 
302.7 

(.6) 

113.6 -

122.1 

-
140.2 
262.3 

(3.5) 

117.1 

137.0 

-
140.2 

277.2 

(38.7) 

78.4 

107.0 

IAo.k 
247.2 

(17.3) 

61.1 

107.0 

-
1,,.2 
247.2 

(17.3) 

43.8 

107.0 

247.2 

(17.3) 

26.5 

o 

261.2 

(17.2) 

9.2 

10.0 

-

107.0 

122.9 

11 

/ 

FAr-CbeCr tawatmeat repesmcua 201 of fIvestaemt coat (Anmex X Table 17). latcrest st 8Z per am- oautatrarftn belance of locn.*naty for 7 7eare sc 8. 

l 4. 1973 

I-as

'.. 



AID-DLC/P-2024
 
April 1974
 

ANIEX XI 
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GRoP RANCHING
 

1. Land.Adjudication
 

Under Kenya's land adjudication program, tribal lands

presently held in trust as "trust lands" by the County Councils 
arc being converted through a survey and review process from conmmon
property into private property to be held by individuals or groups.

All members of a tribe possessing traditional claims are able to own
land. During the period 1970  1974, a total of about 5,105,000

hectacres will have been adjudicated. This represents about 10 per

cent of the total rangeland area of Kenya and includes 100 percent
of the Masai districts of Narok and Kajiado (about 4,079,000 hectacres). 

The program is designed to maximize the economic potential.
of pastoral rangelands by bringing them into commercial production and
 
to halt the rangeland deterioration now taking place under common
 
property ownership. Accompanying the adjudication program is legislation which enables a group to organize into a corporate body possessing

the legal powers to accept loans and conduct a business enterprise. The
 process of organization consists of electing a sfate of group

representatives (not less than three or more than ten), adopting a
constitution and electing a group committee. 
The group committee is the
functioning managerial body for the group and as such has responsibility
for encouraging good technical and commercial practices, securing credit
and managing funds for the benefit 
of members. The comnittee may alsopurchase or sell stock or other assets on behalf of members, may imposecharges for services performed, and is the decision-making authority
regarding the rights and obligations of any person in matters relating

to use of group assets, including land.
 

Although land is held in common by all members of the group,
certain property rights, such as residence rights are given to each

member of the group while others such as the rights to water, grazing

and tilling are retained by the group committee. Rights to sale of
property can only be exercised by the group representatives with government

approval.
 

I/ L;ource: ":'one Tssucs in the Evolution Organization and
Operation of Group Ranches in Kenya" by Robert K. David.
Reprint No.. 95, Land Tenure Center, University of IVisconsin. 



Aside from the advantage of allocating land in economic
units withoutocreating a landless class, the grcup ranch undoubtedly

provides a moans for capturing economies inof scale the provisionof water, purchase and sale of livestock and in grazing and health
 
practices.
 

2. Economics for Allocating Grazing, Quotas 

Although the land has value for redidence and tillage, itschief economic product is grazing. The group Committee will havefunctions with regard 
17o 

to grazing rights. One will be to enforce the
carrying capacities for the ranch which have been agreed upon in
consultation with the District Range Officer. secondThe will be toset up a mechanism for allocating grazing rights to individual member,

of the group. To the extent the government is successful in
getting the groups to accept and enforce limits on cattle numbers,
it will have achieved a long standing aim of range management policy.Excessive numbers of cattle relative to carrying capacities of grazing

areas is a problem created by traditional policiep of having large
individual herds. Added 
 to this is the common property character ofthe rangeland which gave no individual an incentive to conserve on the
 use of the rangeland. Assigning individual rights to specific group
ranch properties should give the group, but not the individual, all
incentive to find the optimum conservation policy for its ranch land.
 

3. Precedents for Group Ranching 

( roup .farming is found in sugar and cotton production inwestern Kenya where it has arisen spontaneously as a matter of self
help. 
In the northern plains of the US grazing associatiorlease land
which is placed under group management. The associations pay leasing
charges, collect grazing fees and other assessments to cover expenses

and distribute any profits among members.
 

The Israeli kwutzas and Tanzania's ujaama villages providethe best known examples of cooperative farning for comparison with 
group ranches. Pragmatic considerations of scale economies and financial

advantages of bigness provide an economic rationale for these examples
of cooperative farming. Group ranching, however, had developed without any of the ideological accompan!ment of these famousmore examples ofcooperation and one may reasonably conclude a pragmatic rather ideologicalsolution to the complex set of issues which have existed in asailand 
for a long time. 
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ECONOMIC ANALYSIS 

PROJECT (COMT BY YEAR (POTIAflS)-

CAPITAL COSTS DEVELOPMNT COSTS RECURREMIT COSTS. TOTIJ 
Year Water RIv D Water Water 'T2 C0,D 

1" 
2 

412,930 
984,710 

180,100 
237,300 

663,400 
1,028,200 

126,800 
152,800 

138,250 
223,150 

1,521,480 
2:.126,].U) 

3 
4 

90,000 
90,000 

134,500 
4,400 

1,069,600 
989,900 

179,800 
200,200 

253,850 
284 ,50 

1,727,'151) 
1,5(".6,05 

5 - . . 107,400 244,600 352,000 
6 .... 117,200 244,600 361,$00 
7 1119,00 3 3 600 
8 " - - 119,000 - 3('3, .( 
9

10
11 

-
-

-

. 

-
_ 

115,700 3({,30.v 

_ 

12 ..... 

13 - - _ 
14 - . . 
15 . • 
16 . _ . 
17 - - _ 
18 - . _ 
19 - . _ 
20 , . 115,70(1 244,600 360,300 
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TABLE 2 
ECONOMIC ANALYSIS
 

PRIMECT BENEMITS BY YEAR (DOLTARS) 

Incremental Value of 
Year Offtake _/ Incremental Salvage Values Total nenefits 

.(Head) Offtake f/ _2,1. .. . 

1 1,900 153,304 - 153,304 
2 7,945 640,993 . 
3 1,870 252,514 
4 5,990 262,939 	 .
 
5 8,625 441,796 300,000 	 741,796
 
6 12,105 668,561 - 668,561 
7 11,115 613,672 .. 
8 15,085 879,779 

.9 14,820 858, -81 

10 16,490 973,325 
11 - 1,090,9A2 

12. I,208,639 
13 1,326,297 
14 	 1,443,0954 
15 - 1,561,612 

16 - 1,679,269 . 
17 - 1,796,926 _ 
18 - 1,914,584 

19 2,032,241 
20 33,190 2,149,899 11,695,598 13,845,4,97 

_/ 	Based on the Biological Herd Model prepared by Frank Ambercrombie, AID,
 
using the following coefficients: calving rate increases from 60% to 701' 
by year 5; cull mortality decreases from 30,'. to 155; heifer's first.calf 
from 4 - 5 years to 3 - 4 years; replacement heifers 955; replacement
bulls 25%. These coefficients yield an average annual herd groyrth of 2;
with of'tnke increasing from 11.5'' before the project to 16! in year 20. 

2/ 	Based on the following prices (K. Shgs per head): cull cows - 452; cull 
heifors 2-3 years - 427; cull heifers 3-4 years - 439; cull bulls 599;. 
,toers 2-3 years 505; steers 3-4 years - 599; steers over 5 ytrs , 665. 

/ Salvage values an follows: $300,000 for equipment in year 5;. $2,-128,570
 
for structures (reservoirs and boreholes); $8,t67,028 for incremental
 
cattle (139,902 at K. Slig 450 per head) at end of year 20.
 



-" A.EL PATE OF ;ETURN ANALYSIS 

Iol -or- DISCOUNT DISCOUNTED DISCCI. DISCCUNTED 
-ZE FITS COSTS - -RE ICE FACTOR DIFFERENCE FACTOR DIFFERENCE 

- 153,304 1,521,480 - 1,674,784 .926 - 1,550,849 .93 - 1,495,582 

640,993 2,626,160 - 1,985,167 .857 1,701,288 .797 - 1,582,178 
- - 252,514 1,727,750 - 2,98r,264 .794 1,572,529 .712 - 1,409.947 

- 262,939 1,569,C5 - 1,30,I!I .735 - 959,991 .636 - 830,686 

-741,796 352,000 - 389,796 .681 + 265,451 .561 + 221,014 

668,561 361,800 306,761 .630 193,259 .507 155,528 
613,E72 363,6C0 250,072 .584 146,042 .452 113,032 

- 879,779 363,60C 516,179 .540 278,236 .404 208,536 

858,381 360,300 498,031 .500 249,040 .361 1,9,807 

-- 973,325 - 613,025 .463 283,830 .322 197,394 
-1,090,982 - 730,682 .429 313,462 .287 209,706 

" 1,208,639 - 848,339 .397 336.790 .257 218,023 

1,326,297 - 965,997 .368 355,46 .229 221,213 
1,443,954 - 1,023,654 .341 369,526 .205 222,149 
1,561,612 .1,201,312 .315 378,413 .183 219,840 

1,679,269 1,318,969 .292 385,138 .163 214,992 
- 1,796,926 - 1,436,626 .270 387,889 .146 209,747 

-- 1,914,584 1,554,284 .250 383,571 .130 202,057 
- 2,032,241 - 1,671,941 .232 387,890 .116 193,945 

13,845,497 360,300 13,04-,197 .215 2,&)9,317 .104 1,402,460 

,1,834,383 - 928,950 

134,33 -2,763,283 .4(pecentage ..nt betw:een 12:- and 81) = 690,833 

. ,i 3 -,,.-- -- (90,833 = 2..6 -1 = 0.'0 6 re-cet.-.- -

April 10, 1974 



.M...AzET PROWT 
T'!& 3a 

SENSITIVITY ANALYSIS I 

e6% 

Net + or Discount Discounted Discount 
Year Benefits Net Costs Difference Factor Difference Factor 

-168,634 1,673,628 -1,842,262 .926 -1,705,935 .943 -1,737,253 

2 +576,894 2,888,736 -2,311,882 .857 -1,981,283 .889 -2,055,263 

3 -277,765 1,900,525 -2,178,290 .794 1,729,562 .839 -1,827,5E5 

4 +236,645 1,725,955 -1,489,310 .735 -1,094,643 .729 -1,179,534 

667,616 387,700 + 280,416 .681 190,963 .747 + 209,471 

6 601,705 397,980 203,725 .630 128,347 .704 143,422 

/ 552,305 399,960 152,345 .584 88,969 .665 101,309 

8 791,801 399,960 391,841 .540 211,594 .627 245,684 

9 772,543 396,330 376,213 .500 188,107 .591 222,342 

10 875,993 - 479,663 .463 222,084 .558 267,652 

1. 981,884 - 585,554 .429 251,203 .526 308,001 

12 1,087,775 - 691,445 .397 274,504 .496 342,957 

13 1,193,667 - 797,337 .368 293,420 .468 373,154 

14 1,299,559 - 903,229 .341 ?"',001 .442 399,227 

15 1,405,451 - 1,009,121 .315 317,873 .417 420,803 

16 1,511,342 - 1,115,012 .292 325,584 .393 438,200 

17 1,617,233 - 1,229903 .270 329,644 .371 471,505 

18 1,723,126 - 1,326,796 .250 331,699 .350 464,379 

19 1,829,017 1,432,687 .232 332,383 .330 472,717 

20 12,460,347 396,330 12,064,617 .215 . 2,593,893 .311 3,751,096 

- 123,155 + 1,833,454 
S 

--sts increased 10 percent, Benelitc decreased 10 percent. 

:et L-read: 123,155 + 3,833,454 = 2,95C,60 ° 
- 2 (percentage points bet.een 6 8 ) 97E,334 

T.termol ation: iP33,454 -"':,, 3 - . -,101= P 



NOM T PROJECT 

TABLE 3b, SENSITIVITY ANALYSIS II - BENEFIT INCEESED 1C% 

NET NET (+ or -) 12% DISCOUNTED 18% DSLXME
1mR BNEFITS COEs DIFFERCE DISCOUNT DIFFERNCE DISCJNT DIPE M 

_ _ _FAC 
TOR 0 12%F AC I ., 

1 - 137,974 1,521,48o - 1,659,974 .893 - 1,482,357 .847 -.1.405.997
2 + 705.092 2,626,160 1,921,068 .797 1,531,091 .718 - 1.37926
3 227.263 1.727,750. -1,955,013 .712 - 1,391,969 .609 - 1.190.602 

-1 289,233 1,279,817 .636 813,964 .516 - 660,385+ 1,569,050 

5 815,976 352,000 
 + 463,976 .567 + 263,074 .437 22,'7576 735,417 361,800 373,617 .507 
 189,424 .370 138,238

7 675,039 636,600 311,439 .452 140,770 .314 97,791
8 967,757 363,600 604,157 .404 
 244,079 .266 160,7059 944,219 583,919 .361 210,795 .225 131,78110 1,070,657 710,357 .322 228,735 .191 135,678 

11 1,200,080 839,780 
 .287 241,017 .162 136,044
12 1,329,503 969,203 .257 249,085 .137 132.780

13 1,458,927 1,098,627 .229 
 251,586 .116 127,i440

14. 1,588,349 1,228,o49 .205 251,750 .099 121,576
15 1,717,773 1,357,473 .183 248,418 .084 114.027
 
16 1.847,196 1,486,896 .163 242,364 
 .071 105,569
17 1,976,619 1,616,319 .146 235,983 .060 96,979

18 2,1o6,o42 1,745,742 
 .130 226,946 .051 89.032
19 2,235,465 1, 875,165 .16 217,519 .043 80,632

20 15,230,o47 360,300 14,869,747 .104 1,546,454 .037 550,180
 

+ 268,618 - 2,215,101 

Net Spread: 2,215,101 + 286,618 = 2,483,719 6 (percentage pts between 12% and 18% = 413,953 

Interpolation: 268,618 413,953- .65 + 12% = 12.65% = IRR 

April 10, 1974 
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ANNEX XII
 

Table 4 

1. INCCME DISTRIBUTION EFFECT OF RANGE DEVELOPMENT IN NORTHEAST
 

Incrementl Populatign Incrementla1
 
Year 
 Inoome-' Affectedg Income/Capi alv/($0007 
5 441.8 46,813 9


10 973.3 51,685 19
15 1,561.6 
 57,065 27
20 2,149.9 
 63,004 34
 

1 From Table 2, Anrnx XII (Value of Incremental Offtake OnlSr)
2 
 Assumes beginning population in benefitted area of 42,400 growing at 2% p.
Per capita income before project Is assumea to be $45.
 

2. INCOME DISTRIBUTION EFFECT OF RANCH DEVELOPMENT!! 

ITcx'emontal 
 Populati 1 Incremeiital
 
Year Income Affected-' 3n/ome/Capita/Annum3/
 

1 965 10,000 96
 
2 2,090 23,000

3 3,908 91
 

35,000 110

4 5,707 51,000 ill

5 7,189 52,000 139
 

1/ 'Source: IBRD Appraisal Report
 
_ 
 Assumes all ranches in by year 5. 60 group ranches with an average


of 70 familles per ranch or 4,200 .'amilies or 21,000 persons;
21 company and (eo-dp ranches wit,h an average of 50 'familles per

ranch or 1,0i( ramllev:: or 5,25) persons; 100 commercial ranches
 
witfh an averilge of' 10 I'amille per ranch or I',000 families or

,0OO per':nonl-. TOI.nil population affected: 10,250 families
 
or 51i,2!i0 povu'onn. 

~Per v'apIl.a Ijne ome hol'ore projm.,,. Is asuned t.o be $5. 
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USAID TECIINICAl, AUISTANCE 

Kenya Livestock Development Project 

The National Range and Ranch Development (NRRO) Project
provides three teams of Range/Ranch Planners, 
 a Ground Water Specialist
and two Livestock Economists to the Ministry of Agriculture. 

Two teams of planners consisting of a Range Planner and anAgriculture Engineer work with RMD and WD officers to prepare detailed

plans for the development and management of group, company and
cooperative ranches proposed the Livestock
as under V)evelopment, Project.
This planning includes locations and types of structures required forwater, dips, firebreaks, housing, etc, numbers and types of livestock 
to be utilized, systems of grazing and overall management. They also
 prepare preliminary designs and cost estimates for water and building

structures and finance projects for each ranch 
unit. 

One range planning team will work in the northeast provincedevelopmenl, block. Thin team also is made up of one Range Plineer .indone Agriculture En;lneor. This tom, with counterpnrt,!, evaluates 
range arena and then plans the systematic development of manageablegrazing blocks with infrastructure development of water resources androads. 
 In addition to preparing managements plans for the blocks

implementation, they also design and supervise most of the actual
construction of facilities. At samethe time training for management
of the developed areas is carried out for junior range management staff
 
administrative officials and pastoralists in the area,
 

The Ground Water Specialist (hydrogeologist) serves the

three planning teams discussed above in matters of development of
ground water. 
This includes ground water surveys, site locations, designs

and cost estimates for development of facilities and quality and quantity

testing of water from facilities developed.
 

One livestock economist is the deputy to the Projcc 
 Coordinator

whone reuponalbilitlen and duties are described elsewhere in this report.
Tn the ponition or deputy 
 Coordinator his duties include a considerableamunt of financial tinulysin and projections in addition to assistir 
with other dutics dotcribed. 

The remaining Livestock Economist is the principal economistfor carrying out studies and developing plans Vor the livestock development
in the Economic Planning Oivision of the 'inistry of Agriculture. Thisincludes aliphases of the livestock industry in Kenya. 
It is on the
basis of these studies and planning that thedivision recomends actions 
to be taken to the Ministry of Agriculture. 
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IDA CONDITIONS AND RECCMENDATIONS 

During negotiations, assurances were obtained from the Government 
that: 

(a) 	 Present FMD regulations would permit or be modified 
to permit the movement of health cattle from the 
feedlots by truck to the Athi River plant, provided 
that cattle were from ranches without clinically 
infected animals and that vaccination and quarantine 
procedures were properly implemented and supervised 

(b) 	Prior to any investment in water supplies in either
 
Amboseli or Masai Mara Park, a negotiated agreement
 
would be reached between the Masai cattle owners
 
and Government on the exclusion of livestock from 
game reserves or parks supported under the Project
 
and the payment scheme for permitting wildlife or
 
ranch land
 

(c) 	 Terms of reference for carrying out the census and 
monitoring would be prepared in consultation with 
IDA 

(d) 	Within one year of credit signing consultants would
 
be employed to carry out a meat processing feasibi
lity study whose qualiCifcations, experience, terms
 
and conditions of employment would be accepted to
 
IDA
 

(e) 	Draft tender documents for all contracts expected to
 
exceed US $30,000 would be submitted to IDA for
 
approval before invitations are issued. A board
 
range of items of less than US $30,000 would be
 
purchased locally or, where appropriate, would
 
follow Government procurement procedures, live
stock for the Project would be procured locally
 

(f) 	 The Livestock Marketing Division would set up a 
satisfactory accounting system under an experienced 
accountant who would establish financial procedures 
and introduce cost accounting and control systems 

(g) 	 AFC and LMD would have their sccounts audited by 
independent auditors acceptable to IDA and that
 
aacounts and auditors' reports would be sent to
 
IDA no later than six months after the end of
 
their financial years
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(h) 	 DLwould charge fees which ensure financial
 
viabil t Ly
 

(1) During negotiations tn assurance would be ohtained
 
that a technical assistance contract would be
 
executed during the loan period between KICC and an
 
international meat processing company, the terms
 
and conditions of the contract and the suitability
 
and experience of the processing company subject
 
to IDA's approval
 

(j) 	Future appointments to Head of AFC Ranch Section,
 
Head of Livestock and Range Management Divisions
 
and Head of Range Water Division would be made in
 
consultation with IDA
 

(k) 	Price controls on all grades of meat would be
 
phased out over three years following a plan
 
acceptable to IDA
 

(1) A grading and pricing structure relating live
 
weight to carcass value and providing adequate
 
incentives to procedures would be established
 
in consultation with IDA within one year of the
 
signing of the credit, and
 

(m) 	An agreed staffing plan acceptable to IDA for
 
technical and managerial staff setting out the main
 
duties and responsibilities of the proposed posts,
 
and the type, qualifications and experience of the
 
staff to be recruited and the proposed dates of
 
appointments would be carried out.
 

It would be a condition of the Board presentation that the
 
Government would establish a Project Co-ordination Unit with appropriate
 
supporting services and would employ a Project Director, and Assistant
 
Project Director whose qualifications, experience and terms and 
conditions of employment would be acceptable to IDA.
 

Conditions of credit effectiveness would be:
 

(a) 	Subsidiary loan agreements acceptable to IDA would
 
be executed between the Government and AFC
 

(b) All other financing arrangements under the financing 
plan had been made effective. 

Subject to the above assurances and conditions, the Project would
 
be uitable for an IDA credit of US $21.5 million.
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DEPARTMENT OF STATE A XV 
AGENCY FOR INTER'ATIONAL DEVELOPME:4r 

WASHINGTON, O.C 20%21 

A.I.D. Lan No. : 
Capital Assistance Paper No.: 
Project No.: 

CAPIhIL ASSIS~TNCE LOAN AUTHORIZATION 

Provided from: 
 Development Loan Funds
 

Kenya: Livestock Developmnt 

A'nrivnt f*-the authority vested in the Adiv istr4tor of 41 ^.....for Inlternational Dcvelopment (hereafter called "A.I.D.") by theForeign Assistance Act of 1961, as amended, and the delegations ofauthority issued thereLuder, I hcreby author.ize the establishmentof a loan purstunt to Part I, Chapter 2, ritle I, the DevelopnnitLoan Fund, to the Govcr'rnuvt of I(enya (Borrower) not to exceed ninemillion six hundred thousand UniLod States dollarsassist in ($9,600,000) tofinancing the foreign exchange and local currency cost-,of livestock, equipment, materials, construction services, technical
services and related service for northeast Kenya range development,
Agricultural Finance Corporation subloans and dcmstic market surveys.
1his loan will be subject to the following terms and conditions:
 

1. Interest Rate and Terms of Rep 
 Borrower shall
 repay the loan to A.I.D. within forty (40) years frca
the date of the first disburseent under the loan,
including a 
grace period of not to exceed ten (10)years. 
Borrower shall pay to A.I.D. interest on the
outstanding balance at a 
rate of tio percent (2%) per
annum during the grace period and three percent (3%)

po annum thereafter.
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2. oft. 	 Provision shall be made forrqpsmnt of th lonand pay~rnt of the interest
 
In United States dollars.
 

3. 	 Other Twmn and Conditions. 

(a) 	 Goods and services financed by the loan shall
 
have their source and origin in those countries
 
ix !luded in Code 941 of the AID Geographic Code 
Book and in Kenya. 

(b)' he Loan shall be subject to such other terms
 
and conditions as A.I.D. may deem advisable.
 

Assistant Administrator for Africa 

Date 



.5 'U D A N,.7. 
N,,, ,, I ' 

E T H I 0 1 A 

," ' .. ', .•.,. . ,,..
 

UGANDA '".,.. 

I.Ip :I'~~', 

i "'":SA;, 

A 

tltR'U"':. 
~~t 

*:..,., "' "":A"A'":R 

': 

:!.1! 

, 

/ .. 

r0 

.-

'd~"cENTRAL 

:O ' / ,,. 

( 

.. 

./:..V. 

N..-S, 

Vol ; 

jr 

KENYAN 

, ~ r~r~Ak 81 ' 

A>NDIA 

L riI 

N 'R 

'ii,. 

v.,N*.... 

•SECOND LIVESTOCK PIROJECT Np 

RANGE AND RANCH DEVELOPMENT 

T A .i~N Z A~iooN I A 

- I)*I ~iV~i~ wo pr~c,,i qtr 

*~"4~ WIFN. C%('R ',mr...................N" 

,lkPv*rb,um. 1 P ' 

KENYA 

VZO----- 1>1lt t- 0 (not oi o," 

00a. 1W3bks
dt mnl 11InV0twbw coit 

A.(×,,T,.-

N 

. 

: o.j
~y 

'; 4. e, ",~ 

.-. 

, 

","ja 

/frm 

,, ,-h
IN,;.D.ICAN 

I 

.'NYA1.. 
,, 

:{;':...- ,- ,, g- .....,,'-.,,-,of .A....... .. 7 +, ,' . ., l"+Ii 




