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I j Pr~i;.'; lk 1113rc prcq:-iim rcsou~:o?s for struc!.ural solut i  mr, and p ~ l i c y  reforrr~ 
opportunities arising from projects, particularly capi tal  markets and international 
trade and investment. The synergy between project ac t iv i t i e s  and policy dialogue is one 
of the strengths of the program's cmprehensiDe approach to  private sector development. 

2 )  Wrk w i t h  financi.al ins t i tu t ions  that; w i l l  l a i d  t o  target mrke t s  with lover 
s u k i d i e s  than a r e  currently provided. Restrict  s i z e  of credit  projects £,or small and 
rrr%ki.urrr scale  cnte~:pr i ses  t o  arnxmts that  allow com~er cia1 banks t o  e x p x  imen t w i t h  
changes i n  lending procedures withmt incurring u~accnptable costs or risks.  

3 )  Shift  enp!lasis from i n s t i t u t i m a l  development t o  ins t i tu t ional  performnce, 
concentrating resources on ins t i tu t ions  that,demonstrate greatest  effectiveness and 
p r o s p c t s  for sustainabi l i ty .  Inlake greater provision for sustainabi l i ty  of projec:ts 
through targeting lower risk small and med ium scale enterprises, providing loans not 
grants for F\'O lerltiing programs, and encouraging NXs t o  charge fee  for services. 

i ) Focus t r  a i n i n ~  and technical assistance a c t i v i t i e s  that  support program level 
c)i:,-jc?::ki7~e~ i n  p l i c y  reform and capi tal  m~rke t  cievelopxnt. Include training of 
t r~ ine r : ;  i n  the progrim. 

5 )  L;:;!~su~c,. t h a t  the iq.xt data rqmrting requirements of irrplaenting agencies a re  
s t r ic t ly  cnforce3. 
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To adciress these constra ints ,  USND's p r iva te  enterpr ise  program a c t i v i t i e s  a r e  
2ivided i n t o  three  elements: finance and equity market development, entrepreneurship 
and mnagcment development, and policy dialogue a c t i v i t i e s .  The r'inance and equity 
m r k e t  e lanent  includes technical ass is tance t o  the  newly formed Capital  Markets 
Authority, funding fo r  the nascent equity c a p i t a l  industry i n  Kenya and several  
c r ed i t  programs designed t o  demonstrate the  benef i t  of mobilization of cap i ta l  from 
s o u r e s  within Kenya. I n  entrepreneurship and mnag2ment development, programs 
incluck the  In te rna t iona l  Execiltive Service Corps, Entrepreneurs International., 
t r a in ing  of bank c r e d i t  managers, t r a in ing  of loan rec ip ien ts ,  and support t o  two I 

local N G a ,  b ~ t h  providing technical ass is tance and t ra ining 'LO s m d l  business, with I 
o w  extending c r ed i t  prcqrans t o  l m a l  PVOs fo r  on lending t o  t h e i r  clilznts. Policy 1 
dialogue i i c t i v i t i e s  include i n s t i t u t i ona l  developmnt silpport t o  the  Inves tmnt  I 

r)ro;nAion C a t r e  ( a  pa ra s t a t a l )  and funding of p l i c y  s tud ies  through the Kenya i 
Assxia t  ion of P'lanufacturers t o  improve pr iva te  sector dialogue with the  G9K. The I 

1 
CIF pc(yi:am is considered in the policy dialogue elern~nt. ! 

T h e  eval.uation was undertaken in Narch-Apr i.1, 1989 in  preparation fo:r updating 
USiJD/I.ienycl's pr ivate  sector s t ra tegy  for  the  1990-1995 Country Program Strategi'c 
PI a9 ( G S P )  , t o  prc:7ide r e c o n m n d a t i o : ~ ~  for improving implementation of current 
~ c t i v i t i e s ,  t~ pro\ri.de i n f o r m t i m  on the  r e l a t i v e  effect iveness  of the  m l t i p l e  
j:;.;i.;.-!t i on: , czr~d t o  c3:1cim:nt: aq;~recjate ef fectlvcness of the Missi .mls ef for?:s i n  
pr o::t:~ti ng p r  i-{a t e  sector  developvmt . I t  was COT@ e-nented by the I.;anual f a r  Action 
i r ,  the Pr iva te  Sector (I~APS) ac t i v i t y ,  a l so  condilcted i n  1989. 

TIE evaluation of the  prozjmm, a com?lex set of i n t e r v e n t i o : ~ ~  in various stages 
of iniplesrxtation, was designe3 t o  provide d3ta a t  t h r w  levels :  t h e  ovsral l  program 
Icvcl., ';!E e1e;;lcnt lwel (fina!.irial & equiiy r;sr kets,  e n t r e p s s ~ e u r i a l  & r l~nn3~~n:cnt 
dt:..vel.o;)x.;lt, policy dialsguo),  and the  i nk rven t ion  level. of the  inc i iv id~a l  
c'ictivitie:;. Thi! evaluators were a h 3  azl:ed t o  review the m:)r;it3rir~a en5 evsluation 
systen, including a c l i e n t  data base. D2ta was extracted froin project  p a p r s ,  
,- :!LC. --.. iogs project. evaluations,  t r i p  reports and iriternal wmoranda a s  \el1 a s  
I.!. terviews with key in fo rmnt s  in USAID, the  Governrent of Kenya, im?lemen t ing 
orc;~nizat io; ls  and a s a v l e  of b \ ~ s i n e s s c s ~  t h a t  received one or mxe of the services 
pralided with USAID support. Descriptive and eveluative matrices of conmon 
indicators  were deve lqed .  The f o r m r  ampared stage and pace of inplmentatio:l,  
costs  t o  da te ,  se rv ices  rovided, and cost  t o  recipient ;  the  l a t t e r  compara outputs, 
expend1 tu re s ,  silstainabi !i? i ty, administrat ive burden and irrpac t measured by employment 
created and increases i n  sales and investment i n  businesses served by the  interventions.  
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1 '!.l:lqr3;i\ j 
.c- ------ l.ie C V ~ J  ;:I.QI c l '  ne compi men t a r  : ., : the program a s  an 

i ~ r ~ l x ; r x L r i r ~ L  ,;tri:.ncjth, notinq : 1) ssrrc of the  c r ed i t  and equity programs a r c  
pff.cct..i;~:l;l r;~!p\:nrted h ; t  t ra ining and  technic?^]. z x i s t a n m  a c t i v i t i e s ,  2 )  c r c d i t  and 
r-quit}? ecL i.v it: ic.s lmvc hi c~trligli t.eB the im~or tance  of policy .3ia1ogucI and 3 )  trai.ni.'r~g 

s t ~ . ~ d j r  t c~u r s  and technical  assistance a c t i v i t i e s  can 1 : ~  designed t o  s u p p r t  w l i c y  
d j  ;locjul- a ~ ~ d  i ~lr;t;i.tut-.ior.~ building. TIIC ccrnplcrrmtar j 1.y could be f u~ ther i.ncrea:;cd by 
us ing  Llle I4j s s i o n ' s  technical  o f f ices  (Agriculture,  P o ~ ~ l a t  ion & Health, Humm 
r-rc!sourccr,, and Program) t o  put fort:h p r iva te  sector p o l i q  issues rel.ated t o  t he i r  
prrsrjranre w11icl.1 muld b& pursued a s  w r t  of t h e  p r iva te  en te rpr i se  d iv i s ion ' s  
agcnd:~ . 

TIT findings and conclusi.ons i dcnt i f ied several  constra ints  . In t e r e s t  r a t e s  and 
erjility nr3rl;et.s cons t i tu te  major cor~scraints  t o  U 3 . 1 D 1 s  c ap i t a l  mobilization e f f o r t s  
as  a r e  the s c a r c i t y  of pr ivate  sector p l i c y  analysis  c a r u b i l i t i e s  and sound business 
proposals from indigenous entrepreneurs. The recommendations focused on increasing 
the  "bang for the  buck1' of c r ed i t  progran~s, a s s i s t i ng  i n  the self-sust .ainabil i ty 
e f f o r t s  of t h e  IJGO implementins organizations, and improving the  impact reporting 
s ys t; em . 
The evaluators  l i s t e d  ac t i v i , t i e s  w i t h  fur ther  p t e n t i a l :  encouragement of mrginal  
changes i n  3cnding prac t ices  of IFIs, increased agribusiness lending, estab1ishm;nt 
of rr~echanisn~s t.o recycle E A I D  funds for lending t o  tarqzted busiiless, and funding t o  
promising p i l o t  programs for  SEE lending on a se lected basis  t o  demonstrate 
rep1 i c a b i l i t y  and cost  efficiency.  For both equity and e f f ic iency  reasons, i t  is 
i m p r t a n t  t ha t  microenterprise programs provide benef i ts  t o  large numbers of 
businesses,  pa r t i cu l a r ly  t o  address t h e  need for  emplcyment generation for the  
rapidly increasing population. To accomplish t h i s ,  programs mst build the  capcity 
of l oca l  i n s t i t u t i o n s  i n  SLGE lending and demonstrate t o  the I F I s  a p rof i tab le  rmdel 
for sus ta inab le  micromterpr ise  c red i t  assistance.  

For t h e  CPSP process,  the  e v a l u a t i a  i den t i f i ed  intervent ions  not i n  the  program 
but which have s ign i f ican t  po ten t ia l  i n  Kenya: t rade and investnent prom~tion for  
its key r o l e  i n  providing errployrent o p p r t u n i t i e s  and increasing econornic a c t i v i t y  
i n  general ,  developiqg entrepreneurship skills t ra in ing  programs w i t h  t ra in ing  of 
Kenyan t r a i n e r s ,  and s t r a t e g i c  planning for  NGOs inp lment ing  the  a c t i v i t i e s  t o  he lp .  
these i n s t i t u t i o n s  becorns sustainable. 

Financial  and eau i ty  m r k e t s  e l e m n t  : The findings and conclusions w x e  based on 
L- 

r ~ r i e t :  of in tervent- ims i5lhich had len t  n'early $11~ t o  1700 recipients ,  accounted f o r  
45-f t h e  administrat ive burden and 28% of the  p i q r a m  rzsourms. USAID is p y i n g  
substaqt i a l  subsidies for  c r e d i t  programs i n  Which funds are  generally not recycled. 
T h i s  was not seen as ju s t i f i ed  unless t h e  p r o i e c t ' s  demonstratian e f f e c t  encourages 
repl icat ion.  Otherwise, the  impact is not sustainable.  The s in?  ' 2  most j.rnprtant 
m n s t r a i n t  i n  c r ed i t  projects  is the QX's i n t e r e s t  r a t e  w i l i n g ,  mking SMSE lending 
unprof i table  f o r  IF I s .  Training of bank 10311 o f f i c e r s  a project  v i a b i l i t y  vs. 
m l l a t e r a l i z e d  lending has ken benef ic ia l  howver,  and m x e  term loans a r e  being 
rn3de. The  lack of a viable  stock market and transparency i n  businesses nuke equity 
in\:est.nent d i f f i c u l t ,  although IBAID's equity m r k e t  a c t i v i t i e s  have plzyed an 
i n p r  t a n t  c a t a l y t i c  r o l e  in  Kenya ' s cap i t a l  msrket devel~pment . 

The r e c ~ m ~ n d a t i o n s  for  the developnent of f inanc ia l  and q u i t y  markets r e l a t e  
p r i m r  i l y  t o  cos t s  and e f f i c i enc i e s  of the interventions . Subsidy ra t iona l iza t ion  
and irr,~ro-,7ed "pricing" is needed on t h e  c r e d i t  programs. Conpetition ktween I F I s  on 
c r ed i t  prozrarns should be encouraged. The e f f ec t i ve  t ra in ing  of loan o f f i ce r s  on 
pro jec t  v i a b i l i t y  based lending should be continued. Until the  c r e d i t  c3 i l ing  and 
i n t e r e s t  r a t e s  regulat ions  a r e  l ibera l ized ,  the  ammnt of funds i n  c r e d i t  programs 
should be kept small enough s o  I F I s  can expcr imnt  m'thout diver t ing l a rgs  ammnts t o  
" urprof i table"  loan program. More focus shmld  b~ given to  I F 1  s tha t  r a i s e  and lend 
funds t o  SIISEs and r u r a l  mrkets. Rapid assessmmt audi ts  to. obtain i p c t  data on 
c r e d i t  programs should be funded by USAID s ince  the I F I s  consider i m p c t  unnecessary 
for t h e i r  management purposes. 

Management and entre2reneurship ele-nent : The findings and conclusions wsre based 
on review of in tervent ions  which haa reached 5560 c l i e n t s ,  accounted for  31% of the  
cdn in i s t r a t i ve  burden and 9% of program resources. The findings and conclusions 
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!'l:,llr,< CTY investme:lt r?la;~cnt: The  findings and conclusions here G G S C ? ~  GI] revie'd ------- 
fr!: i I - , ;  .-:!-vcn Lii~iis, excludinq th-~omnodj. ty Import Proqram, which accounted for 13% of 

cl..~:ic!ic.te,A 1.1;::~ pointed o ~ t  the s ca rc i t y  of Kenyan professiona1.s w i t h  experience i n  
1-oliey a]-~al;rsis, a constra int  t o  b L h  i r rple~~entat ion an? long-term sustainabil i . ty.  
The evalust ion c i t ed  the  po ten t ia l  for  U3AID-suppor ted policy s tud ies  t o  s e t  the 
:;t.x.:d3,rd for  i rrproved p l i c y  research in 3enya and recomnded aecii. t ional  resour ~s 
t ,. !:::i . lt-3 tlit: i m t i t u t i o n a l  capchi i i ty  of u r g m l z : ~ t i o r ~  t o  C O ~ ~ J C ~  , ~ : t u i j  e:;. 
I n s t i t u t i o n a l  irrpacts realized are:  the  Mairchi Stock Exchanp is showing s igns  of 
v i t a l i t y  and expansion, import l icensing is being streamlined, the  Kenyz Ass9ciation 
of Manufacturers has established i t s e l f  a s  a major mnt r ibu tor  t o  f o r m 1  p l i c y  
dialogue between the  GOK and the pr iva te  indus t r ia l  sector.  A m j o r  strength of 
USAID/Kenyals pr ivate  enterpr ise  program was iden t i f i ed  a s  t he  synergy between 
project  a c t i v i t i e s  and policy dialogue. To strengthen its in t e rna l  mamgement 
procedures fo r  identifying and dealing with policy issues ,  the  f o r m t i o n  of a policy 
cmunittee wi th in  the  Mission m s  recommended. I t  is v i t a l  t o  recognize t h a t  t he  
p l i c y  agenda is s e t  nationally and LEND'S grea tes t  usefulness now and i n  t he  next 
few years is l i ke ly  t o  be i n  terms of "show h w "  i n  the  nunagement of policy change. 
To mximize the  inpact of new GOY, po l i c i e s  as  they a r e  inplenented, it ms 
recomended tha t  USAID provide spec i f i c  t ra ining t o  a s s i s t  p r iva te  sector players i n  
ri,sl:ing t he  msasures o p x a t i a ~ a l l y  s u c c ~ s s f u l .  

I+;nitor ing and evalu3tion system: The evaluation tem found gooil r e p r  t ing  a t  
the output l e v e l ,  inclu6ing gender disaggregatim of data ,  but only scat tered 
inforrration a t  t he  i m p c t  level .  Shif t ing the administrat ive burden of co l lec t ing  
and ar,~ilyzing inpact  dsta from USND t o  the i ~ l e n e n t i n g  organizations was C 

rccomonded , P?i  t h  the numyer of NGOs irn2lementing a c t i v i t i e s ,  t h i s  shi  f t  w i l l  a l so  
aiidress t!ie increase  i n  i n s t i t l ~  t i m a l  c a p b i l i t l e s  . Since IFIS administering credit.  
Pr:l;rs;ns sf-? inyxct dzta as  u:necessary for t he i r  m;nzgeme!it nee&I USAID sho-lld 
c.;nsiSer funsing rapid i r r p c t  assessments on credit. programs. Recomind3tiot-1~ w r e  
r;,.2de for  stre3mlining the col lect ion of c l i e a t  baseline in formt ion  t o  czpture only 
~ s s m t i a l  key contact  and inlficator d3t:a for  each clieiit. Project: rnmagers should 
n x i t o r  t h e  iinplementing agencies repart ing of outpl t  and impact d3ta t o  assure 
r:-3yl.z.r an2 t i m l y  r e p x  t ing.  

7n-iivi ctitl, a c t i v i t y  intervention l ~ j ~ l :  The r e c o m e n d a t i a ~ s  for mid-course 
Irr,pl c..;nent3 :-.ic changes or foll,3,,r-on zc'iivTties for each of t he  24 s p c i  f i  c 
in te rven t i  ms were mde.  

Lttailhr:ent 111 t o  t h i s  s m r y  includes the  evaluat ion 's  de ta i led  rc3com-r1~ndatio!1s 
and ~ S A I D ' S  responses on a l l  24 i n t e ~ v e n t i o n s  as well a t  the  program level  and a t  
t element l eve l  ( f inancial  & equi ty  market, nunagement & entrepreneurial  
development, an3 policy dialogue 1. 
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The evaluation was t i i ~ d  to ass i s t  in  the development of the 1990-1995 Country 
Program Strategic Plan (CPSP). The combination of the evaluation and the Manual for 
Ac t ion  i n  the Private Sector (E'lkPS) act iv i ty  proved extre~nelj, beneficial t o  the 
!,li.sr;irzn i n  the developnent of the private enterprise strategy for  t h i s  CPSP p r  i0.j. 

n w  private enterprise developnent, project, due for E Y  1991 ,  w i l l  rely !~eavily on 
the eval .u~t ionls  recomndations i n  the areas of policy di.alogue, trzin,inq, and 
:nicroe:~tnrprIsc activi t i c s .  

knother purpose of the evaluation was also served well. Mid-course 
implements t ion changes recommended by the evaluation mesh well w i th  the Development 
Fund for Africa 's concern for focusing prgram act iv i t ies ,  docum~nting i r p c t  of .the 
interventions and the long-term benefits "for the next generatim. " Two example!; 
follow. In the mzinagenient and entrepreneurial area, technical assistance and 
training programs w i l l  be targeted to  support policy issues, capital  mobilization 
priori t ies  and specif ic  cl ient  groups, such a s  rural,  indigenously-o~med 
agribusinesses with high potential for  reaching women-owned firms, Attention w i l l  be 
given to '  the s t ra tegic  planning and self-sustainability of Z O s  inpleinenting program 
ac t iv i t i e s .  

Dde in  pzr t  t o  the lack of p r imry  inpact data, one cbjeztive of the evaluat.ion 
was not met. The !.lission sought t h e  evalut ors '  guidance on how t o  focus the 
program, red~cing both nun~kr of interventions and the administrative burden 
associated w i t h  the large number of diverse ac t iv i t ies .  A lesson learned for the 
design of a private sector pro3ran level evaluation is that ,  in the absence of 
current impzct data, a cost effective rapid im2a.ct assessment ?y a local contrakbr 
should be conducted before bringing in an expatriate evaluation team. 

The findings a d  lessons learned generally cc~rici?r w i t h   conclusion^ of USP.ID sb f f  
anci host country re2resentatives. The evaluation's recominendations for increased 
ac t i v i t i e s  i n  the palicy dialogue area, for derrmstration models of sustainal~le 
credit  programs reaching. large nudxrs  of borrcfiers, and for project mm,mnents w i t h  
high p ~ t e n t i a l  for enployment 'generation were also confirmed by the MAPS ac'civ i ty .  



USAID PRIVATE SECTOR PROGRAM EVALUATION 

PROGRAI~I RECOMMENDATIONS 

1. Program ~bjectives: Until now, USAID/Xenya has had a 
priv'qtc sector strategy (i.e., experimentation, demonstration 
and institutional building), but no clear, unified set of 
program goals. The Mission is now in an excellent position to 
consider evolving towards a program based on a clearly 
specified set of national level program objectives. A 
suggested model for the private enterprise program to be 
considered during the Mission I s  strateqy formul a t i  on ~xcrcise 
is: a program goal of increased priv2r.e sector invcxtmcnt. 
The Program Sub-goals recommended arc.: (i) policy reform, (ii) 
export promotion, (iii) capital markets dcvelopmcnt, and (iv) 
entrepreneurship development. Whether or not this particular 
model is adopted, USAICfs goals would be well served by 
sclccting particular organizing objectives that direct 
resources toward a single national goal and a set of strategies 
designed to make a meaningful contribution to it. 

USAID Response: 

The evaluationrs recommen6ations for a private enterprise 
strategy were relied on very heavily during the development 
of the 1990-1995 Country Program Strategic Plan (CPSP). 
Following the evaluationrs recommendations, policy reforms 
and export promotion sub-goals will assist the Mission in 
the identification of activities that will have large scale 
effects and complement each other in achieving a single 
private sector development goal. Export promotion and 
policy reform will be the main thrusts of the new project 
being designed for an FY 91 start. AID/W has, however, 
requested additional analytical data to support the focus 
on investment. Entrepreneurship development will not be a 
focus in the private enterprise strategy but is being 
reviewed for possible prcgramming in the training 
activities of the Mission's Human Resource Development 
Division. 

2. Focus on Institutional Outputs: In the future, USAIDrs 
focus should probably shift from institutional development to 
supporting increased output and outreach by the most successful 
of the institutions with which USkID has worked. Performance 
measures such as client base, cost recovery, efficiency (i.e., 
cost per unit of product or service), and possibly impact 
should become criteria for the renewal of institutional support. 

USAID Response: 

Agree. As the expiration of existing grants and 
cooperative agreements approach, USAID decision for any 
follow-on activities will be based on performance. 



3. Sustainability: Ensuring sustainability of private 
enterprise services should be a critical consideration in 
future USAID programming. Encouraging and assisting 
institutions to charge adequate prices for services and/or to 
obtain long-term government, donor or charitable support is 
critical to this effort. Any short or long-term USAID 
subsidies should be undertaken with the sustainability 
perspective in mind. 

USAID Response: 

Agree. U S A I D  is actively seeking ~ustainabili ty options 
for the programs it supports. Examples of current 
activities are: negotiating with the GOK to reduce 
subsidies for the second phase of the Jua Kali loan 
program; designing technical assistance for the NGOs 
implementing the program in financial self-sustainability; 
encouraging NGOs to charge fees as close as possible to 
costs for training activities and other services; and 
establishing a revolving fund for the reflows on the Rural 
Private Enterprise project. 

4 .  Technical Assistance and Training to Suppart Private 
Enterprise Program Sub-goals: Technical assistance and 
training (TAT) should be viewed as complementary and 
subordinate to the Mission's principal private sector 
development objectives, and should be designed and evaluated 
according. In general, there is a need for the program to 
focus TAT activities on more clearly defined program objectives. 

USAID Response: 

Agree. Although the several existing TAT programs, such as 
IESC, REP and K-YAP, are funding PVO or firm-level 
assistance, the focus of other TAT activities funded under 
the Private Enterprise Development Project has shifted. It 
now supports primarily policy and investment activities. 
Additionally, the Private Enterprise Division has expressed 
its interest for NRDA funds to further support unique 
training opportunities in the U.S. for Kenyans from the 
private sector so they can respond quickly to policy 
changes in such areas as privatization, export promotion 
and capital markets. 



5. Policy issues arising from projects and policy coordination: 
The Mission should continue to strengthen its internal 
procedures for identifying and dealing with policy issues, 
perhaps by establishing a Policy Commj.ttee, which would meet 
periodically. Additional training and consulting resources 
should be provided to support policy improvements by the 
Governmeat of Kenya. 

USAID Response: 

The Statement gf Work for the Private Sector Policy Advisor 
who joined the Private Enterprise Division in April, 1990 
calls for quarterly reports to the Mission management on 
policy issues in general, as well as those arising from 
projects. Policy issues are a major focus of the new 
project being designed for an FY 91 start, A Statement of 
Work has already b e ~ n  drafted for a consultant to review 
the investment pakterns in Kenya in an effort to determine 
how Kenya's current relatively high level of investment can 
be made more productive. Resources will be made available 
for training both public sector repreccntatives to enhance 
the operationalization of the policy reforms and private 
sector representatives to be ab1.e to immediately respond to 
the changes in policy. 

6. Commodity Assistance: The Commodity Import Program's 
resources, while obviously important to Kenya and to USAID'S 
credibility, are relatively minor in terms of Kenya's needs and 
result in less obvious impact than do certain of the Mission's 
project activities. A gradual redirection of program funds to 
other areas is indicated, particularly if on-going economic 
restructuring enables Kenya's export earnings to grow at a more 
rapid rate than payment requirements for imported commodities 
and debt servicing. 

USAID Response: 

In the fall of 1989, USAID determined. that the import 
liberalization support under the World Bank structural 
adjustment program had been so successful that USAID1s 
private sector CIPs, with their cumbersome bureaucratic 
procedures and source/origin requirements, are no longer 
attractive or necessary. USAID is continuing only CIP 
assistance for DAP fertilizer since bulk ordering costs 
make it a competitive program,, 



7. Selecting the right institutions. Based on the 
recommendation for the gradual. shift in the perspective from 
institutional strengthening to institutional performance, the 
Poll.owing activities are possible recommendations for 
additional funding: a follow-on project with an additional 
$2-3 million to IPS, if the seven year program achieves its 
objectives; looking for discrete assistance opportunities for 
short-term, quick response assistance in the 1990s such as 
funds for computerization served in ,the 19'80s; and exploring 
"second tiervu commercial banks or NBFIs as possibilities for 
providing credit services at a lower rate of subsidy. 
Additionally, USAID should terminate agreexents with NGOs, and 
likewise REP should terminate agreements with PVOs, that have 
not made significant progress toward covering their costs by 
the end of the current funding cycle. 

USAID Response: 

Agree. The evaluation and monitoring of both impact of the 
organizations being supported as well as their progress on 
financial self-sustainability will be key considerations 
for any follow-on activities. Selecting the modalities for 
any new credit program will be contingent on cost 
efficiency, programmatic effectiveness and outreash, and 
ref low design. 

8. Attacking Financial. Market ~egulations: Little progress 
can be made to increase the availability of credit to smaller 
businesses unless there are significant changes in current 
interest rate regulations. It is impcrtmt therefore to use 
directive lending projects (such as KCFC, PED, and REP) only 
under one of the following circumstances: (i) there is a strong 
possibility of the activity continuing because of pending or 
recently completed financial market deregulation; (ii) the 
activity encourages financial market reforms; and/or (iii) 
credit services can be provided to the target group through 
continuing subsidies, either from the GOK or from donors. 
It is important to continue to provide the government and the 
relevant financial institutions assistance in implementing 
financial market reforms. This assistance could be in the form 
of technical consulting, training, and demonstration projects. 
Continued emphasis on empirical studies and the formulation of 
policy options is recommended. To the extent possible, the 
Mission should strive to ensure that studies it finances are 
models that. can be imitated by others in the future. 

USAID Response: 

Agree. The impact of policy on the existing credit projects 
in the portfolio indicates that resources.to address the 
policy issues, including technical assistance for "show 
howvt to government officials and analytical studies, will 
be primary to discrete credit activities in the design of 
the new project scheduled for start in FY 91. 



9. Opportunities arising from other USAID Programs: It is 
important during the planning of USAIDrs future private sector 
strategy not to overlook the rich possibilities offered by the 
Mission's agriculture, heslth, housing and generait training 
programs. It may be worthwhile to establish a mechanism, such 
as appointing one specific staff person as a trade and 
investment action officer, to act on U.S.-Kenyan trade and 
investment opportunities arising from projects. 

USAID Response: 

The complementarity of aspects of the ~ission~s program was 
thoroughly reviewed during the development of the 1990-1995 
CPSP. Projects from both the Private Enterprise Division 
and the Agriculture Division contribute to the Mission's 
strategic objective of increased private investment, 
exchange earnings, employment generat i on, and production. 
Members for the design teams for follow-on and new 
activities are now selected to insure representation by 
other technical divisions to enhance the overall 
complementarity of the Mission's program. Because Mission 
personnel routinely refer U.S. trade opportunities to the 
Commercial and Agricultural Attaches at the Embassy and 
refer domestic investment opportunities to the Investment 
Promotion Centre, the designacion of a person as a trade 
and investment officer is redundant to current practice. 

10. Microenterprise Program: For both equity and efficiency 
reasons it is important that microenterprise programs.provide 
benefits to large numbers of businesses. To accomplish this, 
programs must build the capacity of local institutions to 
provide this assistance and must demonstrate a model for 
microenterprise assistance that is sustainable over the long 
run. Any future microenterprise project should begin by 
formulating a strategy to reach large numbers of 
microenterprises, identifying any long-term subsidies that may 
be required to serve Jua Kali borrowers, and be focused on 
developing means of making microenterprise credit profitable 
for private sector institutions. 

USAID Response: 

Sustainability of microenterprise credit activities is 
dependent on a deregulated environment. Pending the 
expected deregulation by the GOK, the Mission is 
positioning its credit activities to respond to policy 
liberalizations by using these recommendations to modify 
existing programs and design future activities, such as the 
second tranche of the Jua Kali Loan Program. REP has 
responded to the recommendations by a new program piloting 
non-subsidized minimalist credit schemes.that will reach 
large numbers of borrowers, many among the poorest of the 
poor. In May, 1990, REP'S Board of Directors revised its 
policy on interest rates; new loans to end borrowers will 
be at commercial rates. 



11. Program Impact Data: U S A I D  should insist that all private 
sector projects and activities ac:ccpt responsibility for 
documenting their effectiveness in terms of stated objectives 
of thc program. This will require estahlishncnt of an adequate 
program data base and implementation of procedures to collect 
valid impact data on a periodic basis. Collecting impact data 
will require: (i) enforcing reporting requirement for 
collaborating institutions and (ii) some form of independent 
periodic impact audit to help assure the validity of the 
information obtained by the implementing agency. At the firm 
level, impact data-should be collected by the implementing 
agency and reported to U S A I D  on changes in sales, employment, 
and fixcd investments. Institutional development objectives 
could be based on improvements in quantity and/or quality of 
outputs; increased demand for services; programmatic 
self-sufficiency and financial self-sustainability. Training 
could be evaluated against factors such as client satisfaction, 
demand for services, and willingness to pay fees. 

USAID Response: 

At the close of the second quarter FY 90, the results of 
the component managers work with the implementing agencies 
to develop their capabilities in conducting and reporting 
impact assessment was demonstrated. Reports were submitted 
by the implementing organizations detailing the results of 
impact assessments they had conducted and providing 
quantified data on their programs' direct development 
impact in terms of sales, employment generated, investment 
and foreign exchange earnings. The Private Enterprise 
Division will, during the third quarter of FY 90, 
collaborate with the agencies to (i) re-enforce the 
importance of monitoring and evaluation planning in their 
annual work plan and its implementation, (ii) enhance their 
capabilities in conducting the evaluations/impact 
assessments, and (iii) design new report formats for output 
and impact indicators and institutional development 
activities. Consideration is also being given to 
requesting that the agencies develop and submit to U S A I D  
two or three mini case studies on clients sewed in each 
quarterly or semi-annual report. 

12. Training U S A I D  Staff in Private Enterprise Subjects: 
Because of the highly technical nature of many of the issues 
involved in financial and equity market reform activities, it 
would be worthwhile for the Mission to consider additional 
training to Private Sector staff in business and finance where 
appropriate 6-12 week courses can be identified. 

U S A I D  Response: 

Agree. Despite OE constraints on discretionary training, 
staff development opportunities which will directly 
contribute to the effective supervision, management, 
implementation and evaluation of the private sector program 
will be sought and supported. 

. . 
\ - 



FINANCIAL A N D  EQUITY I4AI'XET A C T I V I T I E S  

COIJCLUS IONS AND RECOMI~ElJDATIOIJS 

1. The! loan to training mix is very ef i'cctivc!. Continue 
providing substantial training inputs to I F 1  personnel under 
credit programs. 

USAID response: Agree. 

2. More consideration should be given to the cost structure of 
local financial markets and to pricing U S A I D  credit activj.ties 
accordingly. Subsidies provided should be reduced over time, 
and competition among financial institutions for USAID1s credit 
resources should be cncouraqed. Given the interest that banks 
have expressed in USAID-funded training for bank personnel, it 
is likely that USAID could decrease the subsidies for training 
by ch~rging higher user fees. 

USAID response: 

Agree. U S A I D  has developed credibility within the 
financial sector for providing high quality training to 
I F 1  personnel; now that the value of the training is 
known, there should he little resistence to paying higher 
fees. Decreasing levels of subsidies and competition 
between IFIs are being addressed in project design and 
second phases of existing programs, such as in the Jua 
Kali loan program. 

3. U S A I D  credit, equity market and venture capital projects 
are demonstrating many important policy constraints and issues 
in capital market development. These policy issues should be 
(a) identified at the project level on a periodic basis 
(perhaps once a year), and (b) acted on using Mission policy 
dialogue resources, such as the Strategy Support component of 
PED. 

It is essential that these policy issues be addressed 
independently from credit project activities. If policy issues 
are not isolated from project activities that give rise t.o 
them, then Kenyans may begin to view U S A I D  credit projects as 
policy dialogue efforts that infringe on local sovereignty of 
policy matters. 

U S A I D  Response: 

Agree. In the scope of work for the Private Sector Policy 
Advisor who joined the Private Enterprise ~ivision of the 
Office of Projects in April, 1990, a quarterly report on 
policy issues was included for presentation to Mission 
management. 



1. Fl.nancial, inctitutiona gcnorully view t w n  1)ulwf j t c  I ronr 
U S A I D  credit projcct~ -- chcnp fundr: on uttrilct.:ivc* tormr: and  
good public relations with GOK. I n cantraot, Il!:AID ncclcr: t:ho 
dcmonctration cffcct~ of cxpcrimcmtatjon w k t h  new c ~ ~ c ' I I ~ . L : ,  
1 cncling proccdurcs and atnnclardc . It it; imjmrtirnt t 1 1 a t  pro:] oc:t 
designers and evaluatoro understand t h c  lack of agracmc?nt on 
project objectives among USAID, thc GOK and local bankc. Ucnkr; 
have little incentive to changc lending practiccc na long uc 
current financial market conditioa~ exist. Undar thacc 
circumstances, program planners and cvaluatora chould not 
expect significant institutional changcc; to rc~ult from crc!djt 
projects involving commcrcial banks. 

U S k I D  Response: 

U S A I D  will continue the ongoj.ng policy di.alogua with th 
GOK on the interest rate regulations which discouraga 
lending to nontraditional borrowers. To complement tha 
dialogue, IJSAID will continue discrete training activit 
with banks' loan officers to position them to react 
quickly to policy changes which may open up commcrcial 
bank lending to small and r~oncollateralized borrowers. 

5. Until credit ceilings and interest rate regulations are 
liberalized, it will be difficu.lt to make significant 
institutional impacts on local co~nmercial banks and finance 
companies. Keep the amount of funds provided to any single IF1 
small enough so that the institution can experiment without 
diverting substantial resources to wunprofitableu lending 
activities. 

USkID Response: 

U his recommendation will be considered during the design 
phase of the new private enterprise development project 
scheduled for a FY 91 start. 

6. Officers at both KCB and KCFC mentioned that they feel that 
they have lost money under U S A I D  credit projects because AID 
has not upheld certain parts of their loan agreements. Whether 
correct or not, these statements reflect a need for U S A I D  to 
carefully maintain its relationship with local financial 
institutions. Time spent in clearing up outstanding 
misunderstandings is essential to maintziining good working 
relationships with the hanks and building credibility in the 
market place. 



7. Knrc attention s h o u l d  be gjvcn to XFIG that both ra i sc :  and 
lend iunds within SMSE and rural markcts. 

USAI. I.) Response : 

?'his recommendation will bc considered during thc design 
phase  of the new private enterprise developmcnt project 
scheduled for a FY 91 start. 

8. !JSATD shou1,d continue to investigate the feasibility of 
using alternative financial institutions as intermediaries for 
its credit projects. Specific suggestions include: 1) further 
experimentation with finance companies as credit intermediaries 
for rural SMSE credit; 2) continued investigation of the 
potential of credit societies, "second tiervt banks, 
coopern?',e~ and credit unions to operate U S A I D  small and 
micro-enterprise lending programs on a cost effective basis; and 
3) institutional building to improve the perfomlance of credit 
unions and savings societies. 

U S A I D  Response: 

This recommendation will be considered during the design 
phase of the new private enterprise development project 
scheduled for a FY 91 start. 

9. Jua Kali lending programs are not profitable for commercizl 
banks and are not sustainable without continuing subsidies 
exceeding 100% of the amount lent, USAID could (i) mak'e a 
policy decision within the privzte sector program concerning 
t h c .  lcvel of subsidy that is acceptable as a cost of providing 
loans to Jua Kali businesses, (ii) target future Jua Kali 
lending prog-ams at specific sub-markets, and (iii) use 
alternatives to the normal commercial banking system, such as 
cooperative savings societies and credit unions. 

U S A I D  Response: 

Discussions with government officials regarding the design 
for the second phase of the Jua Kali program indicate that 
only the first two of the three suggested options are 
acceptable to the GOK at present. 



10 .  1'3r.1nkr; a r c  n o t  co l l c l c t i .ng  t h c  bus:;incss-lcvcl,  mpi-ict d a t a  
t h a t  IJSAII)  nc!cds t o  d c t c r m l n a  project impac t .  A program of 
pcl:iotlic ~1i.rnpact wou1.d h e l p  o b t a i n  v a l i d  and r e l i a b l e  
i m p a c t  d a t a .  

Agree. The c o n t r a c t i n g  for t h e  rapid. assc:;s?~111. impac t  
a u d i t s  cou ld  bc  u t i l i z e d  t o  ccrvc s e v a r a l  purpoces .  A 
U.S. c o n t r a c t o r  a c c c s s o d  t o  p c r i o n n  t h e  first of t h e  
p e r i o d j c  a u d i t s  couAd s u b - c o n t r a c t  w i t h  a Kenyan firm t o  
enhance l o c a l  c a p a b i . 1 i . t ~  f o r  s u b s e q u e n t  a u d i t s  and cou1.d 
n3.so bcl con t l -nc t cd  t o  conduct  some i .n~pr~ cc  cjsscssn~ent 
t r a i n i n g  f o r  personnel  from t h e  NGOs imp1 m e n t i n g  o t h e r  
components i n  t h e  program. 



MILNAGI~ME;NT AND EIJ?'REPIZEIJEURSIIIP DEVELOPMENT AC'IIIVI'I'IES 

CONCLUSIONS AlJD IZECOEIMDNDATIONS 

1. It will probably never be possible to attribute direct 
dcvcl~,pincnt impact to rclativcly modest training and consulting 
intcrvcnti.ons. Thc rationale for these efforts should ccasc to 
be stated in terms of direct development results and should 
increasingly be seen and plarmed in terms of: (1) strengthening 
an? enhancing the credibility of policy-relevant organizations; 
(2) promoting the image of the private sector more gcncrally; 
and (3) strengthening the staff and systems of key financial 
market institutions. 

U S A I D  Response: 

Disagree. Preliminary results of i~pact assessments of 
modest training activities, such as KAMfs technical 
seminars and K-MAP counselling activities, are encouraging 
enough to continue tracking employment, sales and 
investment increases as well as changes in knoyledge, 
attitudes and practices. 

2. Training and consulting should be subordinated to the two 
principal objectives of the private sector program, policy 
reform and financial market development. The two exceptions to 
this policy might be a serious initiative in the field of 
entrepreneurship development which, if undertaken, should be 
expressed to justify itself in terms of direct development 
impact, and TAT to support a trade and investment objective 
under a future private enterprise strategy. 

USAID Response: 

The program includes specific activities, such as the 
training programs supported through KAM, REP and K-YAP, 
which address the institutional development of the 
implementing agencies. USAID notes that these training 
programs have the potential for revenue generation as well 
as provision of services to clients/menbers and believes 
that these existing programs should be maintained for 
their potential to assist in the both the programmatic and 
financial self-sustainability of the organizations. 
However, training under the Strategy Support line item of 
the Private Enterprise Development Proj'ect is being more 
closely monitored to provide priority support to training 
opportunities that complement the financial and policy 
areas. 



3. ~ustainability and self-sufficiency can and should be 
crit icdl con~iderations in any continuation of assistance to 
j.ntc.rrnc!diary organizations for training and consulti.ng 
a c t j  v j  ties. U S A I D  assistance should include h c l p  ro thcsc 
orgnnization!~, wh,xc appropriate, i n  i dcntifyj.ng, l ong-term 
sources of financial support. USkID assistance should, in ~ n y  
event, be of fixed duration. 

U S A I D  Response: 

Agree. U S A I D  is seeking an IESC consultant for technical 
assistance in NGO/PVO and tradc association prorjr-an~nmtic 
and financial sclf-sustainability. The volunteer 
e x ~ c u t i v c  will he tasked to visit the several  of the 
agcncies implementing the program tc assist them in their 
current strategic planning activities. Major emphasis 
would be placed on the development of plans for financial 
self-reliance. 

4. The RPE and REP project activities should increasingly 
focus on training of trainers activities and PVO sustainability. 

U S A I D  Response: 

Agree. REP has been proactive in examining its 
programmatic focus and sustainability issues. U S A I D  will 
discuss the option of technical assistance, as described 
in the response to Recommendation 2 above, with REP. 

5. Local demand for management and entrepreneurial 
development exceeds the supply of available resources and 
expertise. In addition, there is evidence of the ability and 
willingness of clients to pay higher fees for training and 
consulting services. Jua Kalis, PVOs, and small business 
owners should be charged training and consulting fees. U S A I D  
should encourage participating institutions to charge fees for 
services whenever feasible, and to identify alternative means 
cf neeting the financial costs of service delivery. 

U S A I D  Response : 

Agree. Component managers cre encouraging the 
participating agencies to utilize standard costing 
principles to determine the actual costs of the training 
programs conducted, including in the costing prorata of 
salary and other expenses currently funded by U S A I D .  
Once these costs are determined, the agencies are 
encouraged to charge fees which come as close to full cost 
recovery as possible given the ability-to-pay of the 
majority of their clientele. 



6. The absence of targets for female participation has 
resulted in limited participation by women in many activities. 
USliID should reinforce agcncy guisdelines in this area, and each 
project should design and conduct marketing campaigns to 
identify and attract more female clients. 

U S A I D  Response: 

Both through a buy-in to the Genesys project and a TDY by 
staff member of PPC/WID, the Mission plans to conduct 
training during FY 90 for both USAID and counterpart 
personnel. The objective of the training will be to 
develop greater awareness to WID issues (and reporting 
requirements) and to develop programs for extending 
services to a larger percentage of fcmale clients. 

7. Data being collected on service delivery and impacts of 
technical assistance and training are not adequate for routine 
performance evaluation purposes. USAID should request that 
intermediary agencies produce monitoring and evaluation plans 
and work plans for ddta collection and analysis. USAID should 
also assist projects in establishing evaluation indicators for 
measuring the impact of their activities on target populations. 

USAID Response: 

Agree. In addition to providing U S A I D  and AID/W with 
valuable information on the program, the development of 
monitoring, evaluation, and impact assessment capabilities 
within the implementing agencies strengthens these 
organizations and, with evaluation data to demonstrate 
high development impact, can be used for attracting 
additional financial resources such as endowment funds or 
higher membership fees. 



POLICY DIALOGUE ACTIVITIES 

1. Assistance in creating an increasingly favorable climate 
for both foreign and local investors, including continued 
support to the commodity import program, policy studies, and 
advisory services which focus on the implementation of the 
enabling environment, should be continued. 

U S A I D  Response: 

Ayrce. This pursuit of improvements in the investrmnt 
climate and enabling environment will continue to be a 
prime activity area for private ei-kerprise devel.opmcnt 
strategy as detailed in the 1990-3.93 Country Program 
Strategic Plan (CPSP) submitted in February, 1390. 

2. The strengthening in policy capabilities of the Mission 
through staff appointments and internal management procedures 
as well as through the direct commission of selected policy 
studies should be continued. 

USAID Response: 

The statement of work for the Private Sector Policy 
Advisor who joined the Private Enterprise Division in 
April, 1990 as well as the management of the design team 
working on the new project to start in FY 91 demonstrate 
the efforts to develop the recommended policy 
capabilities. Direct contracting for private sector 
studies is underway in connection with the new project 
design. 

3. Policy studies which are empirical and present policy 
options, detailing implementation plans and the Kenyan Shilling 
impact of changes recommended, could be designed.. To the 
extent possible, the Yission should strive to ensure that the 
studies it finances are models that can be imitated by others. 

USkID Response: 

Agree. This recommendation meshes well with the GOK 
request for "shot? howtt on the operationalization of the 
enabling environment ztrategy. 



4. Keep agrccrnents sirftplc and focused on major goals, The 
proposed mc?chanisms for achieving goals a r e  important pieces of 
back-up information but can be recognized from the start as 
1il:r-:I y t.o rcquire mid-course ad justmcnt in response to 
expc:rience. 

Agree. Consensus building on goals prior to program or 
project agreemcmts smooths the inplenwntation process but 
realistic expectations for mid-course adjustments should 
be maintained. 

5. All projects should be reviewed for policy ~mplications. 
Mechanisms, both within the Mission and between GOK and USAID, 
could be strengthened for quarterly or scai-annual review of 
project experience in order to exploit fully the policy lessons 
learned. 

U S A I D  Response: Agree. Policy implications are increasing a 
focus for the Private Enterprise Division as well as in the 
Office of Program and Office of Director. 
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Anncx 4 . 3  : RURAL PRJV9TE ENTERPRISE 
(Finance Component) 
J'rojcct 635-0220 

1. Loans for retail activitie, "hould be given equal priority 
with production enterprises if they provide a distribution 
out 1 ct for dcln~esticslly produced items. . 
1JSI:l.I) Response: 

Whi.1.e retail activities are productive, the project's 
design emphasizes manufacturing activities because a 
credit shortage was identified in this area. The 
designers addressed this area of need and specifically 
excluded from the project loans for traders, except for 
traders of agric.ultura1 products. 

2. In order to give greater incentives to strive for 
sustainability, future support to well-established NGOs should 
be in the fonn of loans, which should be on-lent to borrowers 
at commercial rates. 

USAID Response: 

This was recognized in the design of the follow-on REP 
Cooperative Agreement under the Private Enterprise 
Development (PED) Project (615-0238). Since the two 
projects are concurrent from 1987 to 1991, those NGOs who 
are well-established receive loans under FED, not grants 
from RPE. 

3. NGOs should be encouraged to become more business-like in 
their administration of credit programs. 

USAID Response: 

In response to this recommendation, a credit survey of all 
loans to NGOs and from NGOs to the end-borrowers was 
conducted in April, 1990. Rationalization of the credit 
terms is underway. In May, 1990; REP'S Board revised its 
interest rates for new end borrovers; new loans will be at 
commercial rates. For NGOs receiving project support for 
credit program, REP is currently providing technical 
assistance and training on credit administration and 
monitoring systems. 

4. Relending of repayments should be, maximi+zed to the extent - 
possible. 

USAID Response: 

A revolving load fund from repayment is under design. 



5. REP should havc better control of disbursement of funds 
advanced to NGOs. Punds that arc not on-lcnt to borrowers 
within a reasonable time shou1.d be repaid to REP. One way to 
reduce id1.e funds is to require NGOs to have approved 
applications in hand before funds are disbursed. This and the 
new U S A I D  reporting requirement will require an improvement in 
the information systems at NGOs. This is the line with the 
audit recommendation to Itrequire that sub-grantees provide 
documentary evidence that they are ready to disburse loans 
before providing cash advances for the loans, and immediately 
liquidate any exce~sive advances still retained by 
sub-grantees." 

USAID Response: 

REP has instituted the audit recommendation and, 
therefore, has established an improved disbursements 
system. 

6. REP should explore the possibility of developing other 
cost centers/sources of income in a move toward 
self-sufficiency. 

USAID Response: 

R E P  i s  highly conscious of the need to develop its own 
capital basis, independent of a single donor. REP'S 
activities on the self-sustainability issue include 
setting up cost centers on its various strengths, such as 
training, and expanding its sources of donor assistance. 

7. Although REP should continue to request monthly 
liquidation reports from NGOs, the NGOs should make quarterly 
estimates of the expected loan demand. The net capital needs 
after deducting estimated repayments (which can be re1e:nt) 
should be the amount of monthly disbursemen% . These 
disbursements would not be made until the liquidation reports 
are received by REP. However, knowing that these reports may 
not be possible every month USAID should make quarterly 
disbursements to RE? based on the quarterly estimates from 
NGOs. This will reduce the administrative burden for USAID and 
provide needed liquidity to REP.  

USAID Response: 

This recommendation has been adopted. 



Annex 4.2: KENYA EQUITY MANAGEMENT li KENYA EQUITY CAPITAL 
(Finance Component) 
Project 615-0238 

Annex 4.2: ~ecommendations: 

1. continue support for the development of capital market 
institutions. - ~echnical support in the GOK1s efforts to reform capital 

market policies and to form new capital markets 
legislation. 

- Assistance to both the GOK and the Nairobi Stock Exchange 
in establishing an independent capital market authority. 

USAID Response: 

USAID support to the Capital Markets Authority, 
established in January 1990, will continue during the 
start up of its operations. 

2. Limit USAID involvement in selecting investments. It has 
been noted by several respondents that this project is first 
and foremost a capital markets development project, and only 
secondarily a mechanism for providing long term funds to new 
starts. Given that the company is under pressure to make some 
investment, it may be advisable for the company to give most 
priority to the financial viability of the first few projects 
business and only later elevate developmental criteria for 
screening projects in the project selection process. Making 
several first lldealsll is essential to the viability of the 
venture capital experiment at this point in the project. 

It is also important that the capital market development 
processes initiated by the XEM/KEC venture capital project are 
viewed as long term in their development. Given the 
constraining factors of finding viable projects associated with 
good entrepreneurs, and lack of well developed exit routes, it 
will probably take a long time to develop a local venture 
capital industry. 

USAID Response: 

USAID is not involved in KEC/KXM investment decisions. 
Due to intensive and extensive marketing activities, two 
projects have been approved as of December, 1989 and 
approximately a dozen viable projects are in the pipeline. 



3 .  Encourage compl innca  w i t h  USAID reporting r c q u i r c m c n t c .  
lXI4 j~ supposcd t o  p r o v i d e  q u a r t e r l y  p r o g r e s s  r e p o r t s  t o  U S A I D  
s t a r t i n g  March 31 ,  1989.  T h i s  r e q u j r e m c n t  was n o t  met a s  of 
A p r i l  17, 1989. 

1!E13 has been rout:ine,l.y s u p p l y i n g  quar ter1 .y  r e p o r t s  s i n c e  
t h e  p e r i o d  ending J u n e  3 0 ,  1 9 8 9 ,  and h a s  d e m o n s t r a t e d  i ts  
commitment t o  make the report an  i n t e r n a l  management 
v e h i c l e  a s  well. 



Annex 4 . 3  : IIJDUSTI? JAL I)I?OMOTIOIJ SERVICES 
( F i n n  ncc Component) 
I ' ro jcc t  '515-0238 

Anncx 4.3: Recommendations: 

1. The project is doing well. Other than encouraging IPS to 
meet its investment projections under the USAID/IFC project, 
there are no pressing management issues that require USAID 
attention. 

U S A 1  D Response: 

This recommendation is a continiung activity 

2. Advice from IPS staff on technical assjstance and training 
requirements under various USAID/Kenya projects may be helpful 
in identifying specific skill. deficiencies and technical 
reqaiscmcnts. 

USAID Response: 

USAID will look to IPS as a resource. IPS personnel 
participated in the MAPS activity conducted in 1989. 



A 4 . : ~tccommcndati ons:  

1. RCP should  c o n t i n u c  t o  exp lo rc  a d d i t i o n a l  s o u r c e s  of 
inco~nc.  One p o s s i b i l i t y  i s  s t a r t i n g  to p u b l i s h  i n fo rma t ion  on 
some of' t h e  l e s s o n s  l ea rned  and s c l l i n g  t h e s e  t o  o t h e r  
i n s t i t u t i o n s  w i th  s i m i l a r  i n t e r e s t s  both w i t h i n  Kenya and i n  
o t h c l -  cour i t r i .as .  T r a i n i n g  m a t e r i a l s  de'vel.opcd f o r  REP u s e  
could a l s o  be so ld .  t o  o u t s i d e  o r g a n i z a t i o n s ,  

REP is p r o a c t i v e  on s e l f - s u s t a i n a b i l j t y  i s s u e s .  They now 
a r c  a  vc2ndor of t r a i n i n g  program! L r a j n i n g  l i t e r a t u r e  and 
look t o  other E a s t  Afr ican  countries, n o t  s o l e l y  Kenya, i n  
thc! i r  mnr):etinrrj a c t i v i t i e s .  

2. REP shou ld  i n v e s t i g a t . e  t h e  p o s s i b i l i t y  o f  working w i t h  
c r e d i t  un ions .  C r e d i t  un ions  t e n d  t o  have a wide o u t r e a c h  and 
many of  t h e i r  members a r e  mic ro -en t e rp r i s e s .  The n a t u r a l  
l ink-up  would be KUSCCO, t h e  n a t i o n a l  f e d e r a t i o n  o f  credit  
un ions .  

U S A I D  Response: 

REP is v e r y  committed t o  a c o n t r o l l e d  growth of  its 
o r g a n i z a t i o n  w i t h  a  h igh  l e v e l  of concern  f o r  
s e l f - s u s t a i n i n a b i l i t y , ,  Because t h e  government ha s  
r e c e n t l y  r e l a x e d  some r e g u l a t i o n s  f o r  c redi t  un ions ,  t h e  
i n c l u s i o n  of  c r e d i t  un ions  a s  t a r g e t s  f o r  REP a s s i s t a n c e  
nay be  a more v i a b l e  o p t i o n  now than  a t  t h e  t i m e  of  
p r o j e c t  de s ign .  I n  RE:P1s c u r r e n t  s t r a t e g i c  p l ann ing  
a c t i v i t i e s ,  t h e y  a r e  i n v e s t i g a t i n g  a l l  such  o p t i o n s  f o r  
expanding t h e  programmatic ou t r each  t o  g r e a t e r  numbers of  
borrowers .  



7 
L .  7 1 a credit pro jec t  I r, 01) i c lc t  i vc* i :; t r~ r . .  t , l ) ) l  j : . I1  n 
I i I l r d  r - r  f I -  T I  U I : , hc.1 r l c  t n 
targct market that is profitable for the 1F1 urldcr u n c u h s i d i z e d  
conditions. If A.I.D.'s target market will be unprofitable for 
the IF1 under current financial market conditions, the IF1 will 
continue lending to the target market only if it receives a 
continuing subsidy. Thcrcforc, if A. J. D. decides to target a 
SMSE nlarlcet that is not profitable, t h e n  a continuing source of 
subsidy needs to be idcntitied and devalopcd. 

USAJD Response 

In future programming of the second tranche, this 
recommendation will be followed. 

3. According to KCFC staff, there is n wide variation nnong 
small bcrrowers in their profitability and ability to service 
loans properly. Bank staif reports that the cost of operating 
3 SMSE loan program are heavily influenced by the types of 
businesses targeted. 

It would be valuable for the l$iission to collect 
information from KCFC on the profitability of various 
sub-markets among the target businesses of the KCFC/PRE 
project. This information will help to determine which 
businesses will need continuing subsidies if they are to 
receive credit from local lenders, and which can reccivc 
unsubsidized loans. 

USAID Response: 

This differentiation between sub-markets will be pursued 
in future programming. 



2. I1hora ilra privatc sector clcvelopmont opportunitic~ for 
LJSAID aricing out of tho projcxt in thc arcas lictad in IV.4. 
above!. (IV. 4. "'Ithe* project h i l ~  raisccl important private sector 
dcvclopment ~ . G E U C ~  in the following arcas: 

a .  export inccntlvcs and licensing; 
h .  import regulations; 
c, cnvironmcntal protection ctandards; 
d. animal husbandry and livestock extension doficiences 

and opportunities. ' I)  

USAID Response: 

USAID, ~ince the evaluation was conducted has funded a 
GOK-sponsored study on export processing zoncs and a 
WiM-sponsored study on export incentives. USAID 
Agricutural Division is more appropriate to follow-on the 
latter issue. 

3. Given the success of the LIK project, it would be 
worthwhile for USAID/Kenya to identify and develop more 
agribusiness projects in the future. Long term, direct loans 
are an effective means of supporting this kind of project. 
When direct loans are not possible, it may be feasible to use 
financial intermediaries to lend to promising agribusiness 
pro-j ects. 

USAID Response: 

Disagree. The Mission has neither the management time nor 
the expertise in loan management to administer direct long 
term loans. However, agribusinesses are receiving 
increasing USAID support through IESC consultancies and 
the FED-funded start-up assistance to Agri-Energy 
Roundtable (Kenya). Closer coordination between USAIDrs 
Private Enterprise Division and Agricultural Division has 
proved useful in identifying linkages between the 
projects, and finding appropriate project assistance in 
this sector. 



1,vcnucr; to pcrf:orm coct:. cl ' f . ic ic .nt  r sp i .d  imj:mct: assessrrrcrrt::; 
of this project are being cxpl,ored by USAID. 

2. Reduce costs by reducing paperwork. Loan application and 
approval procedures ncccl to be sirilplificd to reduce 
administrative costs and dclayc. To the extent that USAID can 
reduce the proccduree that it rcxpiras of KCB, UShID can also 
reduce its subsidies under the program. 

USAID Response: 

This re,commendation to reduce administrative procedure and 
costs will be a negotiation point with KCB in the design 
of the second phase of the loan program. 

3. Rationalize Jua Kali Program subsidies. The 
administrative subsidy provided to the bank under the program 
should be rationalized. The subsidy now seems high, and the 
bank may be willing to accept considerably less incentive to 
carry out Jua Kali lending. It may also be worthwhile to offer 
the program to other bcnks, to encourage competition among 
commercial banks for the earnings available under the program. 

USAID Response: 

Both portions of this recommendation, rationalization of 
administrative subsidy and the extension of the program t.o 
other commercial banks, will be considered in the design 
of Phase I1 of the program. Because the program is 
implemented with GOK-owned local currency, the ultimate 
determination of the financial intermediaries is the GOK's 
prerogative. The sustainability of 'the 'program, even with 
the suggested modifications, will be contingent on 
deregulation of the financial sector. 



5. Make loan terms more flcrxihl.c?, T h e  loan ropaymcnt period 
~ - ~ c . c : t l  not. l : . , ~  U ~ I ~ % O I - J I I  for a1 I borrowctru. Lotin t .c!rmr;  ~ h o u l d  
dc~pc.:~id on ability to pay. Some borrowers can pay 1.arycr 
p ~ ~ y ~ : ~ c l n t : s  i ! n d  can usc!  ~;hor.C-cs term I o a n s .  

U S A I D  Response: 

The program allows acceleration of loan payment. No issue 
exists on this recommendation. 

6. Renew loans to good borrowers. As long as they repay on 
schedule, it should be possible to renew loans on completion of 
repayment. 

USAID Response: 

The program allows second loan to bori-owers. NG issue 
exists on this recommendation. 

7. Collect delinquent loans. It is essential to demonstrate 
resolve in collecting Jua Kali loans. If this is not done, 
then borrowers will treat 1,oans as grants. In addition, the 
bank suggests that there be no public announcements that the 
GOK is involved in the program because this public knowledge 
encourages borrowers to view loans as grants. 

USAID Response: 

The collection of delinquent loans as responsibility of 
KCB, has been discussed with 1;CD officials. The second 
part of this recommendation will be relayed to the GOX for 
their consideration in the announcement on Phase I1 of the 
program. 



U S A I D  Response: 

(i) F'ccs arc p r o h i b i t e d  by Banking Act, but IJSAID 
u n d c r s t . a n d s  t h a t .  t h e  GOK informally a3.l.os:s t e e s  
for f r o n t  end servj,ccs i n  a n t i c i p a t i o n  of 
deregulation. 

(ii) 18% is aI.lowcd on tcrm 1 . c n d i . n ~ ~  ovcr 4 years only. 
(ii i )  'I'hc GO]; h a s  i.riclicntcd ta U S A I D  i t s  desi re  t o  

continue subsidies lor t h e  client served by this 
1 oan pi-ogrnrn. 



n :  4 . U : M O I W Y  AN11 CATJJrJ'AL MARKET DEVEL0PML:IJ'I' 
(l'ini\nca Component ) 
I1ro-jcct C15-0240 & G15-0238 

r . ; :  4 , 3 : I;!ccorn~~~c!ndati on:;: 

!t'his is an  area that has signi.ficant, potai7ti.al. for 
mobi.lizing local resources and encouraging long term i.nvcstmcnt 
in productive assets. USAIDts assistance to date has been 
relatively small in terms of dollars, but this help has 
resul t.cd in not:i.ccnbl.e progress in the capital markets. 
F;cvc!l-ni speci i i.c recommcndat i ons for further programmi.ng in the 
c ; ip i t a l  and money nlarkets areas include: 

I .  P r o v j  dc i.m,i\\od j a tc. a z r , j  stance to the CNDAC i.n drafting 
js::uc papers .  This assi.st:t;nce should be targeted directly 
t . c n : ~  !..d the spec:i f i c rccju i rc..mcbnt s of the CMDAC. If not proper3 y 
t i ;  ~ . c ; c .  t . a d ,  the ;.lsr.i st.clnccj 'v:i.lI not be accepted or used. It is 
critical that the person providing the assistance have the 
requisite understanding of the technical issues involved in 
improving a relatively undeveloped equity market. 

Use this technical assistance as an opportunity to 
carefully encourage the GOK to limit its involvement in 
securities markets, and to establish an independent CMDA. 

USAID Response: 

This assistance was provided. The Capital Markets 
Authority was established in January, 1990. 

2. Continue training, technical assistance, study tours and 
other small-scale activities with the NSE. They have used the 
resources productively in the past, and are interested in 
continuing to formulate and implement a development program. 

USAID Response : 

The NSE Chairman was sent on a stedy tour in October and 
November, 1989. 0 t h ~ ~  support activities will be pursued. 

3. A long-term view of capital markets development is 
essential.. Continued progress in capital and money markets 
depends upon several interrelated factors that change slowly: 

i. Elimination of the price setting function of the CIC; 
ii. Establishment of an effective CMDA; 
iii. Development of a fair and orderly NSE; 
iv. GOK provision of incentives for selling public equity; 
v. Rationalization of taxation on earnings from stocks; 
vi Building public confidence in the public equity 

markets. 



It is likely that a program to encourage changes in these 
factors will take years or even decadcs to accomplish. 

U S A I D  Response: 

Policy dialogue with GOK will be main focus of new project 
scheduled to start in FY 91. The new project will provide 
budget for technical assistance to GOK to operationalize 
policy changes. 

I 



I :  4 . 9 : Rccommcndnt j ons : 

,'I . I!tdu(:c! the! nnlax.il:~urn Icl;,;:~ s i z c  (ort'ly 205; 0 1  Lhc! 1o;:rrr:; wrrc 
fur rnorc t h a n  IZ:.;h 0. 5 mi.l:Lion) sincc KCh 1 mill i o n  is really 
too ~nuch for working capital loans. If more i s  nccded by a 
borrower a second loan could be made. This would allow morc 
borr.o~:crs to be assisted with the funds available. 

U S A I D  Response: 

U S A I D  will recommend the reduction in maximum loan size to 
the GOK. 

2. Make the program more attractive by increasing the spread 
to approxi.mate the normal commercial spread. 

U S A I D  Response: 

U S A I D  will initiate discussions with GOK on increasing the 
spread on this program. 

3 .  Open the program to more branches by training more 
menacjers. 

USAID Response: 

This type of lending, a modification of KCBrs loans to 
larger firms, does not indicate additional training of 
branch credit managers is needed. 

4. Simplify the application process. 

U S A I D  Response: 

This recommendation will be pursued as simplification is a 
definite need. 



Anncx 4 .10 : TclJRAL PI<TVATE ENTERPRISE 
(Management & Entrcprcncurchdp Component) 
Project 625-0220 

Anrrcx 4.10: Rccommcndations: 

1.  raining should increasingly focus on future financial 
sustainability of the PVO institutions. 
USAID Response: 

REP is currently providing training to PVOs on 
self-sustainability and is encouraging PVOs to be 
innovative in fund raising activities. 

2. USAID should assist REP, ~ n d  by extension the PVOs, t o  
develop a strategy for sustainability. 

USAID Response: 

REP is proactive in finding solutions to the 
self-sustainability issue. In December 1989, REP'S Board 
of Directors approved setting up cost centers for REP'S 
activities. REF is currently charging fees for training, 
training material and brochures. 

3 .  Increased attention should be placad on training PVO 
trainers. 

USAID Response: 

REP has been doing training of trainers and also 
encourages NGOts to use USAIDts PVO Co-Financing project 
for short-term skills development training, e.g. in 
training material development. 

4. DNS should continue to expand its bank training, focusing 
on training bank trainers to integrate long-term lending 
training into ongoing bank courses. (Supported by Barclays and 
KCB . ) 
USAID Response: 

Although training of bank's trainers will not be a major 
focus of D I E  's contract through the Project ,Assistance 
Completion D a t e ,  DHS has provided this training in the 
past. 



Annex 4.11: I<ENYAIJ ASSOCIATIOIJ OF MJINUE'ACT'IJJWRS 
(Management & Entrcprcncurchip Component) 
Project 615-0230 

1. A survey of small busi.nesscs, crossing sector committee 
lincs, may indicate one or more seminar topics of gcncral 
interest to this size of busS.nesc, The seminar on Irduntrial 
Maint.cnance, which also crossed sector committee lines, was by 
far the best attended seminar. This may be a worthwhile 
approach for at least a portion of the seminars. 

USAID Response: 

USZITD will work with IrAM to identify training ncods across 
industrial sectors. 

2. YA13 should be encouraged to pursue its'strntcqy of making 
personal contacts with non-nember companies invited to seminars 
as a means of increasing membership. 

USAID Response: 

USAID will encourage YAM to pursue this strategy to 
increase non-members interest in the seminars and 
therefore, in KAM membership. 

3. USAID and KAM can coordinate the design of a report from 
USAIDts M & E system to be supplied to KBM. 

USAID RESPONSE: 

USAID and KAII will jointly design a form providing 
participant demographics for YAM'S analysis and reference* 

4. There is no target for women in the Cooperative Agreement 
with KA?I. USAID may wish to initiate discussions with KAM to 
determine what level of information KN4 has on women owners and 
women employees of its member firms. Based on those 
discussions, topics that have the potential to serve more women 
participants mi~ht be identified. 

U S k I D  Response: 

Greater participation of women in KAM seminars will be 
pursued by following this recommendation. 



U S A I D  a n d  KAM ar j  rcr: w j  th this rcr.commcndnt;i.on, 

6. When thc CJSAI:D Coopcratlve Agrcc!mcnt cxpircs, KAM wanto to 
hc? .i 1-1 a positi.on to d[rn;l.)rlr;tratc to its mclnbcrs what its 
scniinnrs have yicl.clccl i.n t h e  past. USAID can coortlinatc with 
K?:M t h e  developmcnt of both a post-training tclephone curvey 
f'or.111 w h i c h  col I c c t  t l . ' i ~  i r ~ i  1 1 q  jnlj.~act d a t a  r;nd a report format f 91- 
d i  :il.)l.ayincj t h e  data. USA1 1) cou1.d examine morc c1.oscl.y t h c  
t r i1 . j  ning nccc's arsc?:;cr~c.nt and dcl.ivcry systcrr,~ i.n ordcr to hc!l.p 
i n l p ~ . o v c  a n d  ) ~ r i r ) g  to ' " s t a t  c .:of 'ihc a r t H  sophi.r;tication the 
traini ng programs. 

USAID Response: 

Instjtutional devclopmcnt of 1ViM's expartise in needs 
azsessncnt, design of training programs and evaluation 
vehicles will continue over the life of the grant. 

7. USAIP/Kenya should take advantage of the cooperative 
climate with 'W3 to see if technical afssistance in 
institutional dcvclopm'ent would be desired. The timing on this 
action should be immediate given the level and number of staff 
changes in proccss. Funding of a computer and MIS assistance 
is a possibility. 

U S A I D  Response: 

USAID will pursue this recommendation. 

8. WILY should bc aided to take advantage of E.I. funds to 
support a person from kAl4 to visit the U. S., NAI3 and other 
associations for educational purposes. An organizational 
twinning arrangement or association with other similar 
organizations in other countries should also be assisted. 

U S h I D  Response: 

USAID will pursue this recommendation. 



1 .  K-MAP counmlorr: chou1.d bc providcd with trai.nhy to 
improve their consulting skillu. Thoce actionc are ulraady 
incl.udcd on thc K-MAP 1389 workplan. 

U S A 1  D Response : . 
):-MAP in 1.909, pub1 l.r;hed both a ~Counscll.orts Guj.doH and a 
ttCounccl.lortc llandbook" which providc thc voluntacr 
counscl.1or~ thcorctical. background and practical advice. 
Counsellor trai.niny sccsions are r;clicdulcd for i.n K-MAlVs 
1990 Work 1:'I.an. 

2. The  seminar^ should be rcfocused on specific rather than 
generic interests and targeted to smaller audiences so that 
more participative and skill focusad training designs could be 
used. In addition, ~cminars focusing on sectoral interests 
could be organized to provide t h e  op,por:tunity for some 
busincssas to mcet thcir own technical assistance needs 
directly. These actions are included i n  the 1989 K-MAP 
workplan. 

USAID Response: 

K-MAP initiated sectoral workshops in September, 1989. 
The K-NAP training committee supports both the generic and 
sectoral wor:rshops although a size limitation will be 
placed on the generic workshops in 1990. 

3. While media usage is helping to attract clients, publicity 
should be monitored carefully especially attribution claims or 
increased sales and employment generation. Validation of 
K-IUiPts ongoing monitoring and evaluation needs to be conducted 
by U S A I D  in this regard. Also, since K-MAP'S financial 
resources currently limit its counseling services to Nairobi 
area clients, all press releases and media coverage should 
specifically mention this geographic restriction. 

UShID Response: 

K-I4AP has increased its own impact assessments which USAID 
will validate. USAID will encourage K-MAP to cite its 
geographic area in media communications. 



This is an ongoing activl.ty. 

5 .  O n c c  K-MAP rccolvc~ current programmatic and funding 
c:on::t.rrjj n t s ,  it s h o u l d  l x  a b l  c to focus on r c ~ g i n n a l .  and  
! , ( * (  I 1 , 1 ' 1  c ! i  vc r s i l  i c ; ~ t i o n  w i t h  a d c c c t r ~ t r r r l  izcd administrative! 
:.;y:;?.c 111 , 

~ ~ ? ; T L I I I  n r l r c e s  w i t h  this rccornmcndati~n but cmphasizcs that 
t tic r ~ ~ o l u t i o n  of cur r c n t  prorjr';rrnrnclt-ic constl-ilj n t  in 
providing counscling scrvices and K- i . i P t s  dcvelopmcnt of a 
self-sustainability plan are necessary before branch 
offices are opened. 





U S A I D  Rcsponsc : 

1 . W C  co~-~c-luctcd eval.untions i n  I h x c i n L ~ ~ r  13U3 on 1 8  pr-o:jcc:L:; 
con~plctcscl during the past year .  J ESC anal y z c d  and 
tabulated t11e rt?sultc nrld reported to U S A I D .  This is an 
ongoiny ncti-vity; PCSC will report. impact r e s u l t s  t o  USATP 
on a quarterly basis. 

3. I C S C  shou1.d provide technical a s s i s t a n c e  to groups of 
clicnts with similar needs, and consider conhining technical 
a s s i r  ancc from I E S C  with other programs to r;nkc consultancics 
more ef f cctive and efficient . 
tJST,ID Rcsponsc: 

4 .  IESC should focus marketing activi t ic,c cln p ~ - c ) j  cc-t-.s t:h;tt 
will last 2-3 months to qualify for USAIDts highest 
contribution. 

USAID Response: 

In view of evaluations conducted by IESC an analysis can 
now be done on the correlation of the length of project 
and the impact. If impact from projects in 1-2 month's 
duration is high, USAID will encourage IESC to maximize 
the use of Volunteer Executives' time in country to reach 
a broader audience by developing training programs or 
clusters of short consultancies to multiple clients. 



U S A I D  concurs. 

2. USAZD should pursue the refinement of the pre-departure 
briefing, following up with AID/W to obtain the previously 
requested on-arrival briefing given in New York. Part of the 
pre-departure procedure could be a closer monitoring to help 
assure that the last minute cancellations are minimized. 

USAID Response: 

USAID concurs. 

3 .  Continued correspondence and dialogue with AID/W regarding 
logistical ar-angements and briefing requirements should be 
coordinated by PRJ and HRD to make the participant's travel- 
portion of the program as problem-free as possible. HRD, which 
conducts the briefing, may as appropriate request an American 
from PRJ to sit in if the participant seems particularly 
interested or apprehensive about American cultural differences. 

USAID Response: 

This is continuously evolving function. Additionally, HRD 
is redesigning the pre-departure briefing. 

4. HRD and PRJ, in accordance with Handbook 10, may wish to 
coordinate follow-up Ifalumni associationu activities wing ICAM 
as an organizing vehicle. A by-product of such an 'fEI Alumni 
Groupg1 would be the refreshing of nlessons learnedu by the 
participants and an added motivation to implement any which 
were still not translated into action. 





IIShl'Il Responsc : 

USAID is monitoring this trilnci:er of skills. 

? When and i .P U S A I D  procures computer cquipmcnt for ot11~1- 
c ) r c j o l l . i z n t i  onc, a b r i e f  survey of: who is to bc! trained and 
the i r  currcnt keyboard skills would bc beneficial in designing 
the lcvel of instruction. 

U S A I D  Response : 

USAID concurs. 

21. For futurc evaluation purposes, 
from KNCCI the following information 
inf orination once existing membership 

a) total active members in 

USAID will want to obtain 
immediately Eollowing 
records are entered: 

each branch 

menbcrship 

c 1 number of members in each category of membership 

d 1 total number of inactive members 

e 1 inactive members by membersh,ip category 

USAID Response: 

U S A I D  can now obtain this information from KNCCI with 
exception of gender disagregation of membership. KNCGI is 
modifying the structure of its data base to include gender 
and that information will be available in 1990. 



LJSAII) hnr; r a i c c d  this l.csuc i.n a lcttcr to thc 14:i.ni.r;try of 
IQnancc  ;rr, a discussion point for thc dccign of Phase I1 
of tllc loan program, 

2. Follow-up and n~oni:toring on a fee for a c ~ x i c e  basis could 
also be suhcontractcd to the private sector. 

U S A I D  Rccponse: 

KCBts monitoring of the repayment rates will provide an 
indirect impact assessment of the training componcnt of 
the Jua Kali loan program. Additionally, any impact 
assessmcnt done on loan recipients will include survey 
questions regarding value of training. 

3. U S h I D  could assist KCR and its private sector training 
sub-contractors in providing guidance on evaluating training 
impact. 

U S A I D  Response: 

U S A I D  concurs. 



1. Ilaving fiinanccd this o:pcrimcnt, USALD necds to interact 
with IPC both at the project lave1 and at the management lcvcl. 
in ways that Eoatcr autonomy, accountabil.ity and cor~structivc 
action. It would be premature to apply cvaluati.on cr.i.teria in 
terms of' macro-economic indicators such as c?nrploymcnt, 
invc.r:t.rncnt, production or cxports, since IPC i.s only a small 
j . ) ; i r - i . .  rlf. the systcarn that produccs thcv;.;c! results. Uut i t  is and 
xi11 continue to be worthwhile to expect and to Pacl.litatc 
npccjf ic instru~nc.ntal., proxy or work-task outputs such as 
pol . j .cy,  sector and feasibility E ~ u ~ ~ . c E ; .  ISeanwhile, systems 
s h o u l d  bc dcsigned not only to track the progress of investment 
p r o p o s a l s  registcrcd with IPC but also to monitor the Ccntrets 
ef i c c t  on thc work1 odd of lawycrs, accountants and other 
Nairobi consultants on whom investors had come to rely to 
obtain clearances before the "one stoptt approach was initiated. 

USAID Response: 

USAID is tracking outputs and establishing indicators for 
longer term assessment of IPC1s activities. A 
computerized tracking system for investment proposals has 
been in operation at IPC since September, 1989. U S A I U  
does not concur with recommendation to monitor workloads 
of lawyers, accountants and other Nairobi consultants. 

2. It would seem wise for U S A I D  internally to rely on one 
officer to coordinate all aspects of the IPC component, 
reporting frequently to a senior officer who will be in regular 
contact with IPCfs Managing Director. Every effort should be 
made to relax the distinction between policy, sector and other 
categories of "studiesIf in order to provide a prompt, flexible 
and expert response to IPCts varied needs. 

USAXD Response: 

USAIDts activities with IPC continue to be coordinated by 
an officer but the Chief, Private Enterprise Division, now 
meets regularly with IPC management. USAID concurs that a 
flexible approach to studies will enhance IPCts 
institutional development. 



3. Uoth IiPC and Il::r'rID a s  well ac othcrr: conccrncd with 
r;u::t:a i.nab1.e and cqu j tablc clcvcl.apmcnt in Kcnya wi I 1. havc to 
cont. j . r luc to look for ways both to cnlargc the ef'fcctl.vcner,r, of 
IIV (for i.n:~tancc!, ) ~ y  qiving it true i.ntcrdcpartmcntn1. ctiiturc 
;rnd authority, poss j  bl by convcrtj.ncj i.t into a Prcsi dcnt:i al ,  
Cor;~n~j r:ci.on) and to clcrc.?gul;rtc: thc economy j n  more r a d i c a l  ways 
thi.11. tlircctly a n c o u r ~ ~ y c  j.niti.ative, riclts, exports and growth. 

k?hil .c this rcxommendation is not specifically a USAID 
action, it Is notcd and will be thc subject ol continued 
di.al.oguc? with GOIi.  

4 .  Should IPC1s Managing Director rcquest a full-time, 
long-term resident advisor to assist with investment promotion 
and with policy studies, the Mission .should give sympathetic 
consideration to that possibility. 

U S A I D  Response: 

A long term advisor was envisioned in the project 
agreement. IPC had acted on this recommendation and as of 
February, 1390, has short-listed candidates for the 
long-term advisor position. 

5. Mission personnel (Economist as well as Project Officer) 
should aim to develop clcse working relations with IPC staff in 
defining Terms of Reference for studies they propose to 
commission. The list of twelve possible studies is very broad, 
and the numerous items under each of those headings suggest a 
shopping list or almanac approach. To obtain good value from 
studies it commissions, IPC will have to work to develop a 
theory of the case, a working hypothesis or two, and a sharp, 
even narrow, focus for the options it wants explored in 
preparing recommendations for government and/or investors. 

USAID Response: 

USAID1s Private Enterprise Division in the Office of 
Projects new Private Sector Policy Advisor will arrive in 
Spring, 1990. He, along with the other USAID personnel 
cited in this recommendation, will provide input for IPC1s 
studies. 



Anncx 4 .  19: KI::NYA ASSOCJ:ArKI"N OF NAlJUF'ACrl'lJRESt,Cz 
(PoI.lcy Compancnt) 
I'ro'jcct 625-0230 

Anncx 1 . I  3: ~ccommendationa: 

1. Maintain this component at the current pl.anncd level. 
yivc:; good value (in terms of useful output) at low 
adn~in i  strative and reasonable cash cost. 

USAI'I:., Response: . 
U S A I D  concurs. 

2. ~xpedite performance on requests from KAM for 
coniplcmcntary support. For example a word processor would 
v e r y  useful and is said to be on-order. Also, the report on 
rural. industrializatim recommends that KAM play a catalytic 
role  in initiating follow up studies and other collaborative 
work (pp.63-4) ; a cost sharing arrangement , ~ ~ . i ? h  USAID might 
expedite the proposed follow-up by universjty researchers, 
economi.sts at the Kenya Industrial Research and Development 
Institute, private consulting firms, The Kenya Economic 
Association and the Institute of certified Public Accountants. 

U S A I D  Response: 

USAID will review KAlgfs  work plan and kerform a needs 
assessment on any requests received for complementary 
support such as a word processor. USAID in January 1990, 
pursued the recommendation on follow-up studies with KAM; 
discussions are corltinuing on avenues available within 
current grants or through grant amendments to build KAMrs 
follow-up studies capabilities. 

3 .  Given the fact that USkID itself has many spigots from 
which flow funds for policy studies (broadly defined), even 
within a single project like No.615-0238, and that there are 
several other indigenous and external sources for such funding, 
it mciy be necessary to encourage some coordinating mechanism 
and perhaps eventually a common Research Review Boerd, to 
facilitate complementarity and follow-up. Meanwhile, the 
IGM-sponsored studies are to be commended for their careful 
review and candid references to prior work on which they build. 

U S A I D  Response: 

USAID heartily endorses this complementarity and follow-up 
between donors, NGOs and private enterprises. The World 
Bank has taken the initiative to establish a sectoral 
committee on private enterprise. The Private Sector 
Policy Advisor, once on board, will be the coordinator for 
USAIDfs participation. 



U S A T D  and KAM concur  wi th  t h i s  recommendation. U S A I D  is 
d r a f t i n g  Coopcrn t ivc  Agrccmcnt Amcnc2acnt t o  p rov ide  
r e c o g n i t i o n  of l ; A M f s  i n s t i t u t i o n a l  dcvclopmcnt i n  
conduct ing p o l i c y  s t u d i e s  through dec:rcasing numbcr of 
1JI;AI 1) approva l s  rcquj rc!d i n  t h e  procurcmcnt p roces s .  
s e l f - s u s t a i n a b i l i t y  i s s u e s  a r e  a l s o  be ing  d i s c u s s e d .  

5. Mission pe r sonne l  would do w e l l  t o  make it a p r a c t i c e  t o  
c o n s u l t  wi th  M r .  Ita froin time t o  t i m e  abou t  o t h e r  p o l i c y  
i s s u e s  USAID c o n s i d e r s  worth s tudy ing  ( e . g . ,  r a i s i n g  i n t e r e s t  
cha rges  on l o a n s  t o  sma l l  e n t e r p r i s e  t o  make such  lencll.ny 
a t t r a c t i v e  t o  p a r t i c i p a t o r y  banks) .  HE? is l i k e l y  t o  have good 
a d v i c e  on t h e  t i m e l i n e s s  of such i s s u e s  and t h e  most e f f e c t i v e  
tact ics  t o  use i n  p r e s e n t i n g  a l t e r n a t i v e  o p t i o n s  to t h e  
Government. 

U S A I D  Response: 

M r .  I t a  is no l o n g e r  w i th  IM. However, USAID r o u t i n e l y  
seeks c o u n t e r p a r t s '  i n p u t s  on p o l i c y  i s s u e s .  



U S A I D  ~ h i l r c s  the evaluation's gcncral concern for 
focilitatincj prjvatc cector access to jmportcd matcrialr; 
and cqu ;pmctrt, and for contl rluj ng support for p o l  l c.y 
i11.i t l a t  i vc  s i i l ~ d  i 11r:ti tutionill ei~anrjc. .  l lowc vcsr , jrnl~ort. 
liberalization support under the World Bank structural 
adjustment program has been so successful that USAID8s 
private sector C I P s ,  with their cumbercome bureaucrntic 
proccdurcs and source/orjgin requircmcnts, arc no longer 
attractive or necessary. U S A I D  only plans to continue CIP 
assistance for a sjngle commodity, DAP fertilizer (where 
bulk ordering and U.S. costs make for a competitive 
program). Although structural adjustment and 
macro-cconomic policy reform are not a major strategic 
emphasis of USAID'S program, limited technical assistance 
for tax liberalization, budgeting and resource management 
are planned to continue until 1993. 

2. The ~ission may find it useful to commission ad hoc 
studies to deal with specific implementation problems as they 
arise. The evaluation team is not clear how the authorities 
dealt with the finding two years ago that 50 percent of 
potential importers were having difficulties arranging credit; 
this would appear to be the type of problem that could be 
addressed expeditiously mainly by local consultants and 
academics. As similar problems arise in future, they can be 
researched, and if verified, practical alternatives for 
mitigating the problem can be laid out by consultants for 
consideration by government. 

U S A I D  Response: 

U S A I D  accepts this recommendation in pri.ncipl,e and 
intends, for example, to hire a policy advisor to develop 
a U S A I D  policy agenda, monitor policy implementation and 
recommend appropriate USAID interventions. To date, U S A I D  



U S A I D  Response: 

U S A T D  has and will continue to turn to the World Bank and 
1F:t' t o  t a k e  the lead role on macroc?conomic policy d i a l o g u e  
with the GOK. In addition, U S A I D  is act:ively promoting 
t h e  establishnent of a n  i n f o r m a l  donors group t o  discuss 
and coordinate policy agendas. 


