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ACTION MEMORANDUM FOR THE ACTING ADMINISTRATOR 24 SEP 1380

THRU : ES pC, ] l

2
THRU: AA/PPC, Mr. Alexander Shakox GLELL
FROM: AA/AFR, Goler T. Butcher

SUBJECT: Kenya Commodity Import Program Grant, Project 615-0200

Problem: Your approval is being requested to execute a $14.5 million
Commodity Import Program Grant from FY 1280 Eccnomic Support Funds to
the Government of Kenya (GOK), and for a source waiver for the procure-
ment of ocean transportation services.

Discussion:

A. Project Description

The propnsed grant, in conjunction with the efforts of other donors,
will help mitigate Kenya's current balance of payments problems and
will generate local currency fihds to be uscd for development acti-
vities in support of increased agricultural production, manpower
development, and other priority areas. The foreign exchange provided
under this grant will be used to import three types of manufactured
fertilizer which will contribute to increasing food production and
help reduce a substantial shortfall, beginning in the 1980/81 crop
year, in donor-supplied fertilizer imports. Kenya imports virtually
all of its manufactured fertilizer requirements, which for the
1979/80 crop year exceeded 160,000 metric tons, representing over
$37 million in foreign exchange. The grant will finance the purchase
of fertilizer manufactured in the U.S. and included in the A.I.D.
commodity eliglbility list. The proposed $14.5 million grant lS to
be obligated in Fiscal Year 1980 and disbursed in accordance w-.th
AID Regulation 1, except as AID may otherwise specify in writing.
Fertilizer imported under the grant will be handled and distributed
by the Kenya Farmer's Association (KFA), which is the GOK's duly
authorized agent for handling all Government-procured and donor-
provided fertilizer in Kenya. The KFA will serve as consignee of
the fertilizer and have responsibility for receiving, clearing,
storing, dlstrlbutlng and selling the fertilizer, and depositing
local currencies resulting from the sale of fertilizer financed
under the Grant. Proceeds from fertilizer sales will be placed in

a special account for use in development activities jointly agreed
to by the GOK and AID.




The proposed AID grant constitutes only a portion of GOK balance of
payments requirements. Its overall balance of payments deficit will
amount to $273 million in CY 1980, and it is expected that substantial
deficits will continue at reduced levels through 1983 despite de-
creased expenditures in both the current and development accounts.

The AID contribution will complement additional external resources
being provided to the GOK by the International Monetary Fund, the
World Bank/EEC, United Kingdom and the Netherlands. Financing from
these sources will provide approximately $204 million to Kenya in

CY 1980, leaving a gap of $68.6 million. The proposed AID grant of
$14.5 million will meet 21% of this unmet foreign exchange requirement
for the current calendar year.

B. PFinancial Summary

The proposed $14.5 million will be utilized to procurz manufactured
fertilizer and to cover commodity-related costs, including ocean
transportation costs.

C. Socio-economic, Technical and Administrative Considerations

The -analyses presented in the Program Assistance Approval Document
(PAAD) show the project to be economically, technically, and admin-
istratively feasible. The proposed program is based on a careful
analysis of the Kenyan economy and of the agriculture sector which
accounts for 35% of total GDP, employs 80% of the Kenyan workforce
and represents 60% of total exports. Foreign exchange shortages

and budgetary imbalances have emerged in the last few years as key
constraints limiting Renya's growth to unacceptable levels and
restricting the Government's ability to carry out important social
policies and planned structural reforms. Rather than restricting
the development of the entire Kenyan economy for short-term balance
of payments considerations, the PAAD fully substantiates the case
for a properly designed program which supports structural changes
that alter the trade-off between external balance and intexrnal growth
in favor of the latter. Fertilizer is the commodity identified for
this program assistance for the following reasons: (1) It will have
a direct effect on increasing food production; (2) it has potential
benefit for smallholders; (3) it is easily procured in the U.S. and
distributed in Kenya; and (4) there would otherwise be a substantial
shortfall in donor-supplied fertilizer imports beginning in 1980/81.

From a technical standpoint, the project is sound. The three
fertilizers to be financed were selected by USAID/Kenya in consulta-
tion with Kenya's Inter-ministerial Fertilizer Committee chaired by
the Department of Agriculture. A number of selection criteria were
applied, including Kenya's overall fertilizer requirements, U.S.



availabilities, competitiveness of U.S. pricing for each type of
fertilizer, and selection of those fertilizers best adapted in a
technical sense for application to food crops, given Kenya's current
shortage of marketed grains.

Administrat?! ve arrangements under the project assure that the imported
fertilizer will reach Kenyan farmers prior to the "long rains" of
March through May. Detailed procedures, introduced in 1979, govern
the import and distribution of fertilizer in Kenya. The Kenya Farmers’
Association (KFA), a parastatal cooperative, is the GOK's authorized
agent for all Government=-procured and donor-provided fertilizer; it
has full operational capability to handle the fertilizer to be imported
under this grant from dockside receipt to final distribution and sale.
Administrative arrangements under the project further assure that

local currency to be generated under the grant will be utilized so as
to have maximum impact on priority development problems as determined
jointly by AID and the GOK.

D. Environmental and Human Rights Considerations

The Assistant Administrator for Africa determined on September 23, 1980,
that a negative determination is appropriate regarding the anticipated
environmental impact of the grant. The Bureau of Human Rights and
Humanitarian Affairs provided its clearance of the proposed grant on
September 24, 1980.

E. Conditions and Covenants

No special problems are anticipated in negotiating the Project Agreement
or in reaching agreement on uvtilization of fertilizer sales proceeds.

A covenant in the draft agreement stipulates that AID and the GOK shall
agree on a plan for the disbursement of local generations within six
months from signature of the Agreement, and sets forth priority areas
for which local generations are to be used which include agricultural
activities that result in increased production and manpower develop-
ment activities, particularly for in-service training of COK agricul-
tural field staff. The Africa Bureau expects to provide additional
guidance to USAID/Kenya on the use of local generations to ensure that
funds are programmed in support of GOK agriculture development and in
areas consonant with AID's own assistance strategy for Kenya. It is
envisaged that the activities to be supported would be those which

most directly address constraints to increasing food production and
marketing; increase rural employment; and assist in the development

of small scale ag.i-business.

Government of Kenya officials have participated with USAID/Kenya staff
in developing the proposed grant, and have approved informally the
draft Grant Agreement in substance. We are confident that the GOK
will be able to sign the Grant Agreement by September 30.




F. Waiver Requested

A procurement source waiver is requested to permit procurement of
ocean transportation on vessels of AID Geographic Code 899 (Free
World) flag to the extent necessary to move the fertilizer in a
timely fashion if U.S. flag or other Code 941 flag vessels are not
available.

G. Conmmittee Action and Congressional Notification

The Project Committee considered the project on September 16, 1980,
and recommended approval with two stipulations: (1) That guidance on
criteria to be used in determining priority uses of sales proceeds be
included in the Program Assistance Approval Document and otherwise
communicated to USAID/Kenya to ensure that proceeds are related more
specifically to needed improvements in Kenya's agriculture sector;
and (2) that USAID/Kenya undertake an in-depth examination of GOK
agricultural policy by updating its 1976 agriculture sector assess-
ment during Fiscal Year 1981.

The project was reviewed and recommended for authorization by the
Project Committee and Project Review Meeting and, thereafter, at a
meeting chaired by AA/AFR on September 19, 1980.

A revised Advice of Program Change was provided to the Congress on
September 12; the waiting period will expire on September 26, 1980.

H. Implementation

USAID/Kenvya's Agriculture Division will have direct responsibility
for program administration under the direction of the USAID Director
and in cooperation with support offices in AID Washington and the
REDSO/EA Supply Management Office. The Agriculture Division will be
responsinle for assisting GOK officials in the proper and effective
use of grant funds and for maintaining appropriate Mission procedures
governing grant documentation and control.

The major Government of Kenyz entities responsible for implementing
and administering the grant are the Ministry of Agriculture (MOA),
Ministry of Economic Planning and Development (MEPD), and the Kenya
Farmers' Association Ltd. (KFA). The MOA will have overall responsi-
bility for managing fertilizer procured under the grant and determin-
ing its selling price. The ¥FA, as official GOK agents for all
Government-procured and donor-provided fertilizer, will be responsi-
ble for clearing, storing, distributing and selling the imported
fertilizer and for deposting the local currencies generated by the
sale of fertilizer in a Special Account designated by the Ministry

of Finance. Disbursements from the Special Account will be made on



the basis of a plan mutually agreed to by the MEPD and AID within
six months from signature of the Grant Agreement,

The USAID project manager responsible for the project is Charles Hash;
the Africa Bureau Project Officer responsible for the project is
Christina Schoux, &.../DP/EAP.

Recommenations:

1. That you sign the attached PAAD, thereby authorizing the proposed
grant in the amount of $14.5 million; and

2. That you sign this Action Memorandum, thus approving the procurement
source waiver requested in Section F, above, for which a detailed justi-
cation is provided in Attachment B to this memorandumn.

Approved:

Disapproved: (%57

Attachments:
A. Project Design Schedule
B. Procurement Source Waiver for Ocean Transportation
C. Program Assistance Approval Document (PAAD)

Clearances:

DAA/AFR:WHNorth e Date ?/vw/ ]2
AAA/AFR/DR:JWKoO G . N Date 7 UNS R B
AFR/DR:NCohen [U//h hay Date 2/ xS
AFR/DR/EAP:SCole |* . frpll . Date  §/24] ¥T
AFR/DP:RStacy / 7, ok, &%) Date af:y { %o
AFR/EA:HJohnson N\ e\ Date @G\RW\ XU
GC/AFR:EDragon __ A& &N Date ¢ jaid/8e
AFR/DR/ARD:HJones {draft) Date  9/24/80
AFR/DP/PPE:FGilbert (draft) Date 9/24/80
SER/COM:PHagan (draft) Date 9/24/80
GC:NHolmes (O, Date 4|15/ 350

ARA/PPC/PDPR:JEriksson »;{AAJ,AIJp, Date (411&\?7.
1 \

Drafted:AFR/DR/EAP :csm%%ﬁ?‘fdh :9/23/80:X28286




PROJZCT DESIGN SCHEDULE

PAIP (PID equivalent) Submission Date
PATP Approval Date
PAAD (PP equivalent) Submission Date

PAAD ECPR Approval Date

ATTACHMENT - A

July 21, 1980
July 29, 1980
September 11, 1980

September 19, 1980




ATTACHMENT -~ B

PROCUREMENT SOURCE WAIVER FOR OCEAN TRANSPORTATION

Problem: An Ocean Transportation Waiver is required in order to broaden
the eligible source (flag of vessel) for ocean freight to be used to
carry fertilizer to Kenya under an AID Commodity Import Program grant
(Project No. 615-0200) so that vessels from AID geographic Code 899
(Free World) countries may be used to the extent that the freight tender
demonstrates that U.S. flag or other Code 941 flag vessels are unavail-
able.

Discussion: The source of procurement of fertilizer and related services
under the above program grant is the United States. The fertilizer tender
calls for approximately 38, 000 Metric Toms to be financed, with shipments
to take place during January 1981,

Handbook I, Sup. B, Ch. 7, Section 7B4b (1) (c), (incorporating Section
7-B4a (1) (b)), authorizes a waiver from Code 000 to Code 899 vessels
when the United States, cooperating country, and Code 941 vessels are
unavailable, the cargo is ready for shipment, and it is reasonably evi-
dent that delaying the shipment would subject either the Supplier or
cargo to additional costs, or the importer to significantly delayed re-
ceipt of cargo.

Kenya has no available foreign exchange to finance ocean freight on the
fertilizer and thus all ocean freight must be financed under this pro-

gram grant. Moreover, Kenya has no ships of its own to move fertilizer from
the United States, and it appears uncertain that appropriate 94l vessels
will be available in this trade. We will not know until the commodity and
freight are tendered and offers received whether there will be sufficient
U.S. flag vessels available at fair and reasonable rates to meet the
quantities and loading dates of the fertilizer offers. However, in view

of other heavy demands which will be made upon the limited supply of
suitable U.S. flag vessels during approximately the same period (e.g.,
200,000 metric ton shipments each of fertilizer to India and corn to Egypt),
it seems probable that insufficient U.S. flag vessels will be offered to
transport the commodity during the required period,which is dictated by

the need to have the product in Kenya by February for the growing seasom.

It is proposed that the Fmbassy of Kenya issue a freight tender for U.S.
flag vessels to the extent that they are available, and for Code 899

vessels to the extent that U.S. flag vessels are unavailable. Fertili-
zer bids are scheduled to be opened on November 17, 1980, with awards
to be made no later than November 21, 1980.
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The entire freight tender must be conducted during this brief period
because the fertilizer awards will be made partly based upon the avall-
ability of vessels and the c-mputation of the lowest landed cost of the
comodity. Thus, it 1s necessary to tender for both U.S. f£lag and Code
899 vessels at the same time. Similarly, because of the brief span of
tine, it is necessary now to process a waiver for the use of Code 899
vessels contingent upon the unavailability of U.S. flag vessels.

The total cost of non-U.S. flag freight to be financed for fertilizer under
this waiver, if approved, cannot be known until freight offers are re-
ceived and matched with fertilizer bids. It is estimated non-U.S. flag
freight may cost about $115 per metric ton. Thus, a single chartered
non=U.S. flag ship of 15,000 tons would cost about $1.7 million which
would exceed AA/SER's waiver authority of $500,000 under Delegation 40.
If all shipments had to move on non-U.8, flag vessels, the amount of the
waiver could reach $4.4 million or slightly more if relatively low ferti-
lizer prices permit procuring somewhat more than 38,000 metric tons of
fertilizer with available grant funds. It may be noted that in a simi-
lar procurement of fertilizer by Zambia this year, U.S. flag ships were
available to carry one-=third of the tomnage.

The interests of the United States are best served by permitting the
financing of ocean transportation services on ocean vessels under flag
registrv of Free World countries other than the cooperating country
and countries included in Code 941.

Reccmmerdation: That the Administrator authorize the financing of ocean
transportation on vessels of any Code 899 flag to the extent necessary

to move the fertilizer in a timely fashion if U.S. flag or other 941 flag
vessels are not available.




ATTACHMENT - C

l »
9/30/75 M 41} siom. Att 1 to App 38, Ch 3, HB 4
ALD 11201 . PAAD NO.
te-08) DEPARTMENT OF STATE 650-0200
AGENCY FOR 2. counTAY
T
INTERNATIONAL DEVELOPMEN PEDIRLIC OF KENYA
3. CATHGORY
PAAD PROGRAM ASSISTANCE Commodity Financing - Standard
APPROVYAL DOCUMENT Procedure
4. DATE
September 9, 1980
3. TO: 8. OYG CHAMNGE NO,

DOUGLAS J. BENNET, JR.
AOMINTSTRATOR, AT .D.

o

ey mw ¢ é%ri%c,w“’wﬂ—k

Aarlis
Director, USAID/Kenya

8. OYBD INCAEA3E

$14,500.000

TO BE TAXHEM FRQOM:

ESF Funds FY 1980

9. APBROVAL REQUESTED FOA COMMITMENT OF!

s 14,500,000

10. APPROPRIATION = ALLOTMENT

1, TYPE FUnDIaa3 | 12. LOCAL CURRENCY AARANGEMEMT

[TLoasw T7l1snanT [CJinFORMAL T FORSAL [C]NONE

13. ESTIMATED O%LIVERY PERICO

Naov 1980 -Feh

14, TRANSACTION ELIGIBILITY

DATE
September 30 , 1980

1981

19. COWw=OOITIELS FINANCHDO

Manufactured Fertilizer

‘e, PERMITTED SOURZE

17. ESTIMATEO SOURCY

1.5. only: $14, 500,000 u.s.: $14,500,000
Limited F . W.: Industrialized Countries:
Froe World: Local:

Cash: Othor:

10. SUaARY CEISCRIPTION

The 1330 Commodity Imporct Program Grant will provide assistance to the
Goverrment of Kenya for basic balance of payments and budgetary support

while

financing imports of required agricultural inputs (fertilizer).

Local Currency generations will be deposited in a Special Account from
wnich disbursements will be made for jointly agreed activities in support
of agricultural production and manpower development.

19. CLEARANCES OATE 20. ACTIOM
AA/A,FR, GTButcher// ¥ FirpProvED TJ oisaseroveo
DAAN/ATR, weENorth (Y 6 /2y/q 0
AKI7AFR/DR, JWRoskring (& _ V/YI[D bl sl Sl le g5
AFR7DX, NCohen 1) N AN AL EYSTM

I

AFR/DR/EAP, SWColb Aarale géiyzi
AFR/DP, RStacy YN on

~ THORIZED SIGNATURE
Jogeph\ C. Wheeler
Acting/ Administrator

ALy 1 X AID
AFR/EL, EJonnson  « ANA | apoan ALY TToe
GC/A¥R, EDragon__ /1 % 9/24/80° SER/COM, PHagan(Draft) 9/24/80
AFR/DR/ARD, HJones(Drdft)* 9/24/80 GC, NHolmes W (C[C_ L.~ q/Lrle0
AFR/DP/PPE, FGilbert(Draft)* 9/24/80 AAA/PPC/PDPR" JEriks‘son'(” ;;:\ Mgl - ~a:

Fas

%*Same as Action Memorandum
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I. Summary and Recommendations

A. Proolem

e eoe—

Since 1978, foreign exchange shortages and budgetary
imbalances have emerged as key constraints limiting Kenya's:
growth to unacceptable levels and restricting the govern-
ment's ability to carry out important social policies and
planned structural.reforms. Although Kenya's balance of
payments recovered last year from the crisis of 1978 due to
tough gnvernment measures, it is expected that the basic
balance deficit in 1980 will be larger than that recorded
in 1978, and that substantial deficits will continue at
reduced levels through 1983. As the experience of 1978 has
made clear, efforts to control balance of payments deficits
have broad effects on the level of activity in the economy

as a whole, as well as on government reveunues and expendi-
tures.

Deterioration in the external terms of tradz, and govern-
ment restraint in fiscal, monetary, and import policies have
reduced revenues which will be available to government during
the current Five Year Plan, thus limiting the government's
ability to implement its long range policies in both the
industrial and agricultural se.tors. Current Account expendi-
tures have been reduced in each of the forward budgets
through 1983, Such reductions have been ¢ifficult particu-
larly in the face of rising defense expenditures required as
‘a result of deteriorating regional security. More than two-
thirds of the overall budget cuts have come from the
Devealopment Account. pevelcpment expenditures have been
reduced by some 18 percent over the period of the Plan as a
whole. Such cuts will result in postponement of new project
starts, and in reducticn of the level of government invest~-
ment and direct loans to private enterprises.

Athough the government of Presidant Moi has shown itself
willing to apply orthodox me hods to return foreign exchange
reserves to acceptable levels, an important question 1is whether
the government should restrict development of the entire
econony for short term balance of payments considerations,
or seek to make structural changes that would alter the
trade~off between external balance and intermal growth

in favor of the latter. The continued application of
orthodox methods alone during the remaining years of the
current Five Year Plan will not permit adequate financing of
the structural changes required to achieve either long term
improvements in the balance of payments, or desirable rates
of long term growth.




B. U.S. Response

At the Consultative Group Meeting of May 1979, the
Government of Kenya (GOK) presented plans to make structural
adjustments in its economy designed to increase the contri-
bution of exports to national growth, as well as to promote
Job creation. Aware of Kenya's increasing balance of pay-
ments constraints, the United Statecs and other donors .
indicated their willingness to provide necessary assistance.
In June 1979, Kenya officially requested program assitance
from the United States Government of approximately 20 million
dollars for 1979 or 1980. The GOK Ministry of Economic
Development and Planning presented a similar request to the
U.S. Ambassador to Kenya on February 8, 19°f0,.

During his visit to the U.S. in late February, President Moi
was told by President Carter that in addition to the assistance
already budgeted (and set forth in the Congressional Presenta-
tion. for 1980 and 1981) the United States would make available
10 million dollars in PL 480 Title I funds, and an additional
10 million dollars this year and next from the Economic Support
Fund. The PL 480 funding was provided by an amendment to the
1980 PL 480 agreement. USAID/Kenya is now recommending
guthorization of ai14,5million dollar Commodity Import Program
Grant frcm Economic Support Funds to be obligated in FY 1980.
Local currencies will be generated under the program grant
-through importation of fertilizer into Kenya. Fertilizer is
the commodity identified for this program assistance for the
following reasons: (1) it will have direct effect on increasing
food production; (2) it has potential benefit for smallholders;
(3) it is easily procured in the U.S. and distributed in Kenya;
and (4) there will otherwise be a substantial shortfall in
donor~-supplied fertilizer imports beginning in 1980/81. The
proposed $14,500,000 U.S. grant will permit import of approxi-
mately 38,000 metric tons of fertilizer, depending on prices

at the time of tender. AID-financed fertilizers would then
replace approximately 57 percent of the gap in concessionally
financed fertilizer needs. Local currency generations from
sales of fertilizer will be deposited in a Special Account

in the Central Bank of Kenya. Disbursements from this account
will be made for jointly agreed activities in support of
programs to increase agricultural production, and manpower
development.




C. Recommendations

USAID/Kenya recommends that a fourteen and one half million dollar
($14,500,000) grant from Economic Support Funds be
authorized to the Government of the Republic of Kenya for
financing the importation of selected commodities, subject
to the following provisions:

-= Procurement will be restricted to A.I.D. Geographic
Code 000.

/

-= Such other terms and conditions as A.I.D. may deem
advisable.

D. Environmental Analysis

In accordance with AID Regulation 16, paragraph 216-2(f)
and (g), it has been determined that a negative determination
is appropriate regarding the envirommental impact of this grant.
As the proceeds of the grant will not be used for the purpose
of carrying out a specifically identifiable project or series
of activities, an Environmental Assessment or Environmental
Impact Statement is not required.




II. Special U.S. Interests

Kenya is a key country for U.S. African policy. U.S. inter-
ests cover a variety of political, strategic and economic
factors. Kenya's stability is unique in Africa. This
stability is reflected by the peaceful and constitutional
transfer of power which took place following the death of
President Kenyatta in 1978; by Kenya's pattern of regular
and peaceful elections; and by 1ts acceptance of a wide

range of ideological beliefs within its single party
structure.

Kenya is also a strong supporter of human rights at home
and abroad -- it has no political detainees. Its parlia-
mentary elections in 1979 saw the defeat of almost a third
of all Cabinet members and half of all MPs -- clear indi-
cation that the political structure can be effectively
altered through the democratic process. The success of

the Kenyan model serves as a model to the rest of the third
world. It is a graphic demonstration that authoritarianism
is not a necessary prerequisite to economic and social
development.

Internationally, Kenya and the United States share similar

views on a wide variety of issues. Kenya has been outspoken
on such important issues as Afghanistan, the Olympic boycott,
‘and U.S. hostages in Iran. Kenya regularly speaks with a

voice of moderation and compromise in third world councils,
and is an effective spokesman in such important croupings

as the G-77. Kenya is also sensitive to efforts by the
Soviet Union to expand its interests and ideology in Africa
and elsewhere. This concern is reflected in part by Kenyan
willingness to provide increased access to U.S. military
ships and aircraft supporting the U.S. Rapid Development
Force in the Indian Ocean. This is of great strategic
importance, since Kenvan air and sea ports are the best avail-
able to the U.S. forces along the Indian Ocean littoral.

Kenya is also important to the U.S. as a demonstration that
economic development can successfully take place in a rela-
tively free-market environment. Economic development here
is especially important as an international model for




energy-poor LDCs. Kenya has, in fact, been one of the
most vocal supporters, outside the developed world, of
the U.S. position on the effects of energy prices on
economic growth and development. Kenya is also an
attractive location for U.S. firms. Over 120 firms with
local and regional interests have offices in Kenya, and
U.S. private investment exceeds $200 million.

East Africa will grow in impcertance to the U.S. in the
coming decade. Conflicts between Ethiopia and Somalia,
unrest in Uganda, and political turmoil throughout the
area are threats to U.S. interests. Kenya's continued
stability and independence in this crucial area are thus
also a key factor in our long term national interests,

and could be the key element in the success of our policy
in the region. -

U.S. interests in Kenya are additionally addressed in
the annual Goals, Objectives and Resource Management
Cable (Nairobi 02834) submitted on February 13, 1980.
Messages transmitted in connection with the visit to .
the U.S. in late February 1980 of Kenya's President Moi
should also be referred to as required.



III. Economic Analysis

A. Structure of the Economy

Despite more than a decade and a half of
substantial economic development since gaining indepen-
dence on December 12, 1963, Kenya remains a relatively
poor country with a 1979 Gross Domestic Product of 341
U.S. dollars per capita.* There are pronounced imbal-
anc3:s in employment and in income levels between urban
and rural areas, with urban dwellers totaling 14 per-
cen: of the general population and earning approximately
30 percent of national income. In urban areas, the
poor basically include the unemployed and the under-
employed. In rural areas, they include the landless,
the pastoralists, squatters and a large class of small-
holders typically farming less than 2.1 hectares.

The structure of the Kenyan economy has changed somewhat
over the past fifteen years. The relative share rep-
resented by the traditiomal (non-monetary) sector has
remained low and has fallen to only 5.1 percent of

GDP in 1979. Agriculture still dominates the economy
accounting for 35 percent of total GDP., The manufactur-
ing sector has expanded to account for 13.2 percent of

GDP last year compared to 10.3 percent in 1964, (See

table III, page 9.)

Kenya is a "mixed" economy in which investment, pricing
and other decisions are made by both the private and
the public sector. Organization for production takes
diverse forms, combining private enterprise with a
significant amount of government participation and
guidance. The share of overall CGovernment services
(excluding parastatals) in 1979 GDP amounted to 14 per-
cent of the total. The Central Government accounted for
20 percent of formal wage employment in 1979, while
parastatal bodies accounted for another 17 percent. An
additional 2.4 percent of wage employment was accounted
for by enterprises with majority control by the public
sector. The private sector has remained a dominant
element of the economy, however, accounting for 76 per-
cent of 1979 consumption and 56 percent »>f investment.

Kenya has a limited resource base. More than 73 percent of
Kenya's land is arid; another 9 percent is semi-arid; and

* provisional. GDP at Factor Cost was 1.97 billion Kenya
Pounds, equivalent to 5.2 billion U.S. dollars, converted
at the mean 1979 exchange rate of 1KE = 2.66 US$. Pop-
alation in 1979 was estimated by government at 15.4
million.
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only 18 percent is classified as having high or medium
agricultural potential. Among the 19 countries in East
Africa, Kenya ranks among the lowest in relative land
availability with approximately .2 hectares of cropped
land per capita (about the same level as China).

No significant mineral wealth has yet been discovered in
Kenya. Mining and quarrying in 1979 accounted for less
than three-tenths of one percent of GDP. Given the limi-
tations of its natural resources, Kenya has actively
pursued policies designed to encourage a relatively high
rate of capital formation. Investment in 1979 equaled
22.4 percent of GDP, with 61 percent of this investment
financed from domestic savings, and 39 percent flnanced
from external grants and 10dns.

B. Development of the Ecoﬁomy

1. General.— During the first ten years after
independence in 1963, Kenya's economy exhibited a ' high and
relatively stable rate of growth. Real Gross Domestic
Product (at Factor Cost) grew at an average rate of 6.6
percent per year, and per capita GDP rose at an average
annual rate of 2.9 percent. Xenya's second development
decade has so far been less promising. .GDP growth during
the period 1974-79 has averaged only 4.4 percent annually,
and per capita GDP growth has average no more than 0.5
percent. This second decade has demonstrated Kenya's
. vulnerability to external economic events including the
oil price increases beginning in 1973; the international
recession of 1974/75; the collapse of the East African
Community; and the end of the export boom of 1977. See
Table I below:

Tabie I

Kenya: GDP Growth Rates, 1972-79

Year 1972 1973 1974 1975 1976 1977 1978 1979

GDP Growth Rate
in Real Terms 6.8 4.3 1.1 4.1 2.4 8.8 6.6 3.3

The quadrupllng of oil pfices in 1974 was accomﬁanied by a
drop in the growth rate to 1.1 percent (i.e. minus 2.8 per=-
cent per capita). Economic revival was touched off by the
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boom of 1976 and 1977 when unprecedented prices were
reached for Kenya's two principle agricultural exports,
coffee and tea. Kenya's economic performance peaked in
1977 when a growth.rate of 8.8 percent in real terms
was achieved. Thereafter, export prices began to fall
while oil and other import prices continued to climb.
The growth rate fell to 6.6 percent in 1978 and to 3.3
percent in 1979.

2. Labor. As is indicated in Table II below,
wage employment since 1964 has failed to keep pace with
Kenya's rapidly growing labor force. Between 1964 and
1969, wage employment rose only 1.3 percent per annum,
while the labor force increased by 3.7 percent. Between
1969 and 1976 the opposite was true, and employment
actually increased more rapidly than the labor force.
Nevertheless, during the period 1964-1976 as a whole ‘the
labor force increased by about two million persons, with
only 270,000, or 13 percent of that increase, absorbed
by wage employment. Strictly comparable figures for
the period 1976-1979 are not currently available. Never-
theless even in urban and semi-urban areas, unemployment
is currently estimated by Government to exceed 20 percent.

Table IT
Employment
(Thousands)
Annual Average - Annual Average
_ Growth Rate Growth Rate
Wage Employment 1964 1969 1964-69 1976 1969-76
Private-Agriculture 211 179 - 3.2% 197 + 1.4%
Private-Maunufacturing 50 58 + 3.0 88 + 6.1
Private—- Other 145 153 F1l.1l 197 + 3.7
Private - Subtotal 406 390 - .8% 482 + 3.1%
Public 182 237 + 5.4 376 + 6.8
Subtotal - Wage Hrployment 588 627 + 1.3% 858 + 4.6%
Smallholder Ag. & Rural
Mon-Ag ‘n/a 3,178 n/a 4,101 + 3.7
Other Urban - Informal n/a 96 n/a , 125 + 3.8
Pesidual (unemployment
and underemployment) n/a’ 40l n/a 526 + 3.9 4
Total Labor Force 3,580 4,302 + 3.7% 5,610 + 3.9%

Source: Crawford and Thorebeck, IIO Consultancy, 1978; and 1979-1983
Develcpment Plan.
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3. Capital. Kenya has achieved a relatively
high rate of capital formation since independence, and
in the 1970s the proportion of GDP being invested aver-
aged 24.1 percent a year. Overall, the proportion
financed domestically was 74.5 percent, while 25.5 per-
cent was covered by external grants and locans. Athough
the capital output ratio in the early years of 1970s
(1970-72) averaged 3.24, theoverall ratio for the last
years of the decade (1975-79) averaged 4.35. While
such ratios calculated over short periods of time are
notoriously volatile, the available evidence suggests
increasing difficulty in achieving desirable rates of
growth without increases in rates of investment, in
industrial efficiency, or both.

Table III below summarizes major sectoral changes over
time, indicating a small decline in the importance of the
agricultural sector since 1964, and the increasing impor-
tance of both manufacturing and the government services
sectors. The evolution of the non-government, directly
productive, sectors are discussed separately below.

Table III

Kenya's Share of Gross Domestic Product
by Sector; 1964, 1974 and 1979

1964 1974 1979
Agriculture 36.0% 32.5% 34.6%
Manufacturing 10.3 12.7 13.2
Government 12.2 17.0 14.5
Other Sectors 41.5 37.8 37.7
Total 100.0% 100.0% 100.0%

Source: Ministry of Finance and Planning,
Economic Surveys, various years.

: 4. Agriculture. The agriculture sector has
provided Renya with: (1) substantial export earnings; (2)
a base for industrial and commercial growth; (3) the
majority of basic food regquirements; and, of greatest
importance, (4) approximately 80 percent of )
employment. Between 1964 and 1973, the agricultural
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sector grew at the annual rate of 5.5 percent due to (1)

a dramatic increase in crop acreage which rose 21 percent
during the period; (2) a significant increase in yields,
attributed to the introduction of highly effective tech-
nologies, such as hybrid seeds (average maize yields
increased 45 percent); (3) increased use of purchased
inputs and improved husbandry (coffee and tea yields
doubled); and (4) a switch to high value crops (incre-
mental smallholder coffee and tea production, for example,
accounted for about 50 percent of the increased value).

Between 1973 and 1979 however, growth in the agricultural
sector slipped to an average annual rate of 2.7 percent,
largely due to the limited quanity and marginal quality

of new land being brought into cultivation, to the reduced
rate of introduction of new technologies, and to the GOK's
production inhibiting_agricultural pricing, input and
credit policies, as well as to vagaries of the weather.

5. Manufacturing. The manufacturing sector
has shown the greatest consistent growth, with the volume
of production increasing by 8.5 percent per annum between
1964 and 1973, and by an impressive 11.0 percent from 1973
to 1979. Apparently, the competitiveness of Kenya's
manufactured exports has fallen dramatically since 1973.
The volume of manufactured exports has decreased in each
year beginning in 1974. The level in 1979 was 55 percent
of that prevailing in 1973. (See export quantum indices,
Table 9, Annex A). Such decreases occured despite (or
perhaps because of) an increase in the price index of
Kenya's manufactured exports by more than 275 percent

between 1973 and 1979. (See export price indices, Table 8,
Annex A).

6. External Sector. .The external sector has
become increasingly important to Kenya, with the value of
imports of goods and services rising from 32 percent of
GDP in 1973 to 37 percent in 1979%. Imports of goods in
1979 accounted for 18 percent of GDP. Imports are crucial
for growth in Kenya's industrial and commercial agricultural
sectors. Machinery and transport equipment accounted for
36 percent of the value of goods imported in 1979, with
industrial supplies representing 29 percent, fuels 20
percent, food and beverages 5 percent, and
other consumer goods only 6 percent. (See Table 11, Annex A).
In the overall economy, 31 percent of all intermediate '
inputs are accounted for by imports. 1In the manufacturing
sector, imports account for between 75 and 85 percent of




overall value added. (By comparison, only 4 percent of
value added in agriculture is accounted for by imports).

The value of exports of goods and services has not kept
pace with import growth falling from 31 percent of GDP
in 1973 to 27 pexcent in 1979. As a result, the current
account deficit has.risen from 6 percent of GDP in 1973,
to 9 percent of GDP in 1979. Kenya has been attempting
to develop new markets in the Middle East but little
tangible evidence of success can be noted and no major
breakthroughs are expected. The 1977 Tanzania border
closing resulted in a major market loss for Kenya, with
exports to Tanzania (including re-exports) falling from
Kb 33.4 million in 1976 (1O percent of total exports) to
Kd 4.1 million in 1979 (1 percent of exports). The
Uganda export market has dropped from K& 60 million in
1977 (10 percent of total exports) to 37.7 mllllon in
1979 (4 percent of total exports).

Slmllarly, Kenyan worldwide exports have fallen from
Kb 480 million ($1,208 million) in 1977 to K% 385 million
($1,024 million) in 1979, with nearly the entire decline
due to the lower value of coffee expoyts (down Kk 94
million). (See Tables 12 and 13, Annex A). Tea exports

have fallen in the same period by Kb 9 million, while refined

petroleum exports have fallen more than XKk 4 million.

As Table 8, Annex A indicates, claims of damage to Kenya's
economy ‘since 1972 hased on the terms of trade argument
might more accurately relate to the variability of the
external sector than to the trend. Actually, the terms of
trade for all items (including petroleum products) have
deteriorated only 5 percent in the seven year period 1972-
1979. The non-oil terms of trade fe¢ll by nearly the same
amount (3 percent). The overall quantity of exports has
risen by only 9 percent since 1972. Given the slight
decrease in relative prices, the purchasing power of ex-
ports has increased by only 4 percent over the time period

as a whole. By contrast, GDP has increased by 4.4 percent

per annum during the same seven year span. The failure of
the export sector to expand or diversify has implied in-
creasing relative shortages of imports as overall GDP
continues to expand. )

C. Important Development Issues

l. Overview. The 1980 Commodity Import Program
Grant is designed to address important short term and long
term macroeconomic problems facing Kenya, while providing
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substantial assistance to the agricultural sector through
the financing of imports and through selective programming
of local currency generations. In the short term, a
serious balance of payments deficit must be overcome to
permit Kenya the foreign exchange flexibility required to
implement industrial rationalization aimed at Kenya's long-
term problem: employment generation. Revenue shortfalls
(caused, at least in part, by efforts to slow the economy
in order to protect the balance of payments position) will
also be partially met. Local currency generations will be
programmed in a manner which will permit additional resources
to flow into priority areas in the agricultural sector as
identified in the CDSS. The basic long term development
problems facing Kenya are summarized below.

2. Population. Kenya's population growth rate
is currently estimated at 4.0 percent, the fastest rate of
increase in the world+ Rising fertility rates and declining
mortallty have pushed the population up from 8.6 million
persons in 1962 to an estimated 15.8 million in 1979.1/ At~
current qrowth rates the population is expected to reach
24 million in 1989 and 37 million by 200Q. Population growth
upsets Kenya's balance between investment and consumption, '
. straining fixed natural resources, increasing the demand for
social services to satisfy basic human needs, and calling
for ever higher levels of production and employment just to
maintain current consumption levels and living standards.

Table IV

Kenya: Population and Labor Force, 1969-2000

1969 1979 1989 2000

Total Population (mn) 10.9 - 15.8 24.0 37.0
Rate of Natural Increase 3.2%° 4.0% 4.1% 4.0%
Percent Under 15 Years 48.4% 49.9% 52.2% 53.0%
School-age (mn) 3.2 4.4 7.3 8.8
Labor Force (mn) 4.4 6.2 8.9 l3.8

Source: Population Studies and Research Institute,
University of Nairobi. Recent Demographic
Trends. 1979. .

1/ Preliminary raw census data for 1979 places the popu-
lation at 15.3 million. Subsequent statistical adjust-
ments are expected to raise the final figure close to
the current estimate of 15.8 million.
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3. Employment. The current population growth
rate will swell the labor force from 5.6 million in 13976 to
an estimated 13.8 million by 2000. If non-agricultural
employment continues to grow at a rate of 6 percent per
year (Korea managed to sustain a 7 percent rate during
the 1960s) through a massive expansion of export produc-
tion, it would manage to absorb 3.5 million of the pro-
jected 8.2 million labor force increase between 1976 and
2000. Agriculture would still be left'with the task of
absorbing 4.7 million new workers. g )

4. Incom2 inequality between rural and. urban
areas, and between the poor rmallholder and pastoralists
and the wealthier commercial farmer must be adequately
addressed during the next 20 years if Kenya is to achieve
its development objectives without political unrest. The
80 percent of the population employment in agriculture
only receives 47 percent of the national income.

5. Kenya's energy requirements impact adversely
on foreign exchange reserves, commercial production, and
the environment. Prices of mineral fuels imported into
Kenya have increased 697 percent since 1972, and future
prices and supplies are far from certain. Net imports of
0il have increased from O.l1 percent of total imports in
1972, to 1l percent of imports in 1979. Commercial
enterprises directly account for 25 percent of petroleum
purchases, with another 28 percent consumed by the sector's
transportation requirements. :

6. Industrial Rationalization. Import sub-
stitution has run-: its course in Kerya. As a consequence
of the country's pricing and import policies, too much of
of Kenya's manufacturing sectcr is geared toward produc- .
tion for the domestic market, often at price levels above
those prevailing in international markets. Relatively
capital-intensive manufacturing has been encouraged and
protected, and industry operates with an increasing
dependence on imported inputs and foreign exchange avail-
abilities. Kenya's attempt both to balance its external
payments and to protect certain industries has resulted
in substantial reliance upon guantitative. import restric-
tions, and in a probable overvaluation of the Kenya Shilling.
Protection. (and effective subsidy) of certain industries
has been considerable, representing a tax on the rest of
the economy, including, of course, agriculture.

Kenya's trade restrictions have included import bans,
quotas, licenses and prior deposit redquirements in addi-
tion to traditional tariffs. S
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Quantitative restrictions gained prominence while Kenya

was a member of the East African Community and was, by

the nature of its membership, unable unilaterally to

alter exchange rates or tariffs. The restrictions have

a certain measure of bureaucratic (and political) appeal

in that industry-specific concessions can be made. Finally.
GOK equity or loan participation in selected ‘industries has
created pressures to use quantitative restrictions to shore
up these specific GOX investments. Dismantling this increas-
ingly inefficient system, and development of a more open,
price-oriented economy with improved prospects for continued
long term growth is the key development problem fac1ng the
modern sector in Kenya in the 1980s.

7. Agricultural Sector Development. With regard
to the AID target group, development of the agricultural
sector in Kenya will remain the most important Mission
priority in the immediate years ahead. The sector's im-
port.once in terms of employment and income has already
been alluded to. In addition, however, £ood production
will be a primary concern during the current decade as the
population increases by another 8.2 million persons. Food
production will need to increase at a 4.5 percent annual
rate just to keep pace with population growth and to
eliminate the most serious cases of hunger.

Farm income and farm production are of course closely
related. The keys to increasing Kenya's food crop
production over the next five years lie in (a) ameliorating
post harvest losses; (b) increasing intensity of use of
high and medium potential lands, and (c) rationalizing
pricing and marketing policies.

Recent efforts on the part of Government to initiate
development of a National Food Plan, and to improve the
collection efforts of marketing boards, together with
announced increases in the prices paid to farmers for
both maize and wheat, all indicate that some progress is
now being made on the policy front. Changes announced
on August 27, 1980 increased the price to the producer
for a 90 kilo bag of maize from 80 Shillings to 90
Shillings, an increase of 12.5 percent (to approximately
$137 per metric ton). Wheat prices were raised from

135 shillings to 150 Shillings per 90 kilo bag i.e.

by 11.1 percent (to approximately $228 per metric ton).



Given such progress, efforts to increase marketed produc-
tion become more attractive. The availability of additional
high and medium potential land in Kenya is limited. 1In
addition, although expansion of crop land is possible in
the arid and semi-arid lands, the cost per unit of produc-
tion can be expected to be relatively high. The arguments for
reducing post-harvest losses, and for intensifying produc-
tion on currently cropped land are clear. The Mission's
on—farm crop storage project addresses the first possibility
directly. ' ;

Increased productivity remains as the second part of

the strategy. Agricultural productivity 18 constrained
by insufficient access to known technologies, by the

lack of new relevant production technologies and by in-
adequate and inaccessible inputs. A production strategy
should emphasize investments in agriculture directed at
reducing access constraints (planning, research, training
and credit, for example). Such a strategy calls for a
significant increasz in the capacity of the extension
service, the co-operatives, the marketing boards and the
credit mechanism, as well as in the institutional capabi-
lities of the Ministry of Agriculture.

D. Recent Economic Difficulties

As previously indicated, Kenya has become increasingly,
v:lnerable to rapid fluctuations in levels of economic

activity as a result of changes in its external sector.
That vulnerability has been demonstrated in the course of
events following the end of the export-led boom of 1977.

Kenya's balance of payments crisis in 1978 was the worst
of the decade with an overall current account deficit of
KE 252 million (US $654 million) equivalent to 14 percent
of overall GDP. (See Table 2,Annex A). The basic balance

was in deficit a total of Kb 81.5 million (US- $210 million).

Table 8, Annex A, indicates that Kenya's overall terms of
trade deteriorated by more than 14 percent between 1977
and 1978. Since the quantity of exports also declined by
7 percent, the overall purchasing power of exports was

20 percent less in 1978 than in 1977.
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In December 1978, the GOK elected to undertake severe
measures restricting imports including: (a) suspension of
all import licenses granted in October, November, and
December 1978, (b) introduction of an import deposit
scheme, with some deposits being 100 percent of the wvalue
of imported goods, and (¢) placing restrictions on inter-
national travel, profits and dividend remittances, and

on borrowing for imports. Net foreign exchange reserves
bottomed in -March of 1979 (see Table 6, Annex A) ard

then improved throughtout the remainder of the year. The
lag in response was due primarily to the approximate six
months of import inventories already in the country and

to the placement of import orders before the restrlctLOns
were imposed.

With foreign exchange reserves rising and with the import
restrictions choking economic growth, the GOK relaxed
restrictions somewhat, effective November 30, 1978. Re-
quired’ import deposit levels were lowered, and the require-
ment for 90/180 days overseas credit was withdrawn. Restric-
tions on overseas profit and dividend remittances and travel
were retained however. '

Budgetary controls and credit restrictions were also part
of the overall package designed to bring the balance of
payments back into line and to reduce the need for external
borrowing. It should be pointed out that the orthodox
credit/budget/import restrictions of 1978/79 have had tneir-
desired effects. 1In 1979 the current account deficit nar-
rowed by K& 74 million, the value of imports of goods and
non-factor services declining by more than 6 percent while
exports of goods and non-factor services rose by greater
than 4 percent. The physical quantity of imports declined
by 35 percent, while export quantities rose by 6 percent. ,
The total decline in imports of K& 102.2 more than accounted
for the increase in gross reserves of K 101 which Kenya
achieved in an attempt to strengthen its reserve position.

Sharp curtailment of imports along with associated macro-
economic restrictions resulted in a significant decline in
Kenya's overall level of economic activity. In 1979, the
Kenyan economy exhibited negative per caplta growth in
Gross Domes:ic Product for the third time in the decade of
the 1970s. The 1979 GDP growth rate of 3.8 percent, when
combined with rapid increases in population, resulted in a
per capita decrease in GDP of .8 percent. Absorption of
increases in the labor force once again arose as a major
sroblem. In 1979, President Moi "announced" that wage
employment in the modern sector would increase by 1O
percent. In any event, public sector employment rose by
8.9 percent and private sector employment by 5 pexcent,
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for a weighted averaged increase of 6.7 percent. While

the absolute number of persons employed in the modern sector
rose by some 60,000 persons, the total number of persons
registering for such employment exceeded 260,000. The fact
that total output rose only 3.1 percent in the face of such
increases in "employment" indicates the limitations of a

one dimensional approach and the need for substantial struc-
tural adjustment.

IVv. Grant Justificiation

A. Statement of the Problem

1. Balance of Payments and Budget. The government
of President Moi has shown 1itself willing to apply orthodox
methods to return foreign exchange reserves to acceptable
levels. The important question is whether the development
of the entire economy should be restricted for short term
balance of payments considerations, or whether a properly
designed program could support structural changes that
would alter the trade-off between external balance and
.internal growth in favor of the latter. The
Government of Kenya has initiated a program of industrlal
rationalization, employment creation and export expansion
which will in the long run act to increase the country's
ability to earn foreign exchange while improving the pros-
pects for long term growth as well. 1Introduction of measures
to reduce quantitative import controls and overall pro-
tection of domestic industry will be particularly difficult-
to carry out in a period of projected foreign exchange
shortages. The current Wortd.Bank/EEC structural adjustment
credit, equivalent to 70 million US Dollars, is designed
to assist the government of Xenya in ipplementing required
adjustments in the foreign exchange regime and industrial
structure. USAID analysis supports the desirability of
the proposed reforms. The 1980 CIP grant will provide
additional balance of payments support to assist the govern-
ment of Kenya in carrying out desired changes.

In light of the experlences of 1978~ 79 forelgn exchange sho_-_ges'
and budgetary imbalances have emerged as key constraints
limiting Kenya's growth to unacceptable levels and restrict-
ing the government's ability to carry out important social
policies and planned structural reforms. The purchasing
power of Kenya's exports has grown only 4 percent since

1972, the last full year before the OPEC-induced aid crisis.
Restricted imports of capital equipment, of required inputs
(inciuding fuels), and of consumer goods have resulted in
reducad capacity utilization, lowered output, and decreased
tax revenues. Although Kenya's balance of payments recovered
last year from the crisis of 1978 due to tough government
measures, it 1s expected that the basic balance deficit in
1980 wiil be larger than that recorded in 1978, and that
substantial deficits will continue at reduced levels through
1983. As the experience of 1978 has made clear, efforts to
control balance of payments deficits have broad effects on
the level of activity in the economy as a whole, as well as
on government revenues and expenditures. o
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Government and donor analysts now agree that Kenya will be
unable to meet the original development targets of the 1979-
1983 Economic Plan. According to a recent government white
paper, planned per capita growth rates (which were to have
averaged 2.4 percent per year over the plan period) have

been revised downward to 1.5 _2rcent. The revised estimates
are themselves based on levels of government expenditure,

and foreign exchange availability, which will not be attained
without increases in external assistance to meet remaining
unmet foreign exchange requirements.

Deterioration in the external terms of trade, and government
restraint in fiscal, monetary, and import policies have
reduced revenues which will be available to government during
the current Five Year Plan, thus limiting the government's
ability to implement its long range policies in both the
industrial and agricultural sectors. Current Account expend-
itures have been reduced in each of the forward budgets
through 1983. Such reductions have been difficult partic-
ularly in the face of rising defense expenditures required

as a result of deteriorating regional security. More than
two-thirds of the overall budget cuts have come from the
Development Account. Development expenditures have been
reduced by some 18 percent over the period of the Plan as a
whole. Such cuts will result in postponement of new project
starts, and in reduction of the level of government invest-
ment and direct loans to private enterprises.

Analysis indicates that overall GOK budgetary imbalances will
be most pronounced during FY 1980/8l. Despite reduced expend-
itures in both the Current and Development Accounts, the over-
all budgeted deficit for the period 1979/80 =~ 1982/83 will
increase by some 16 percent to a total of 533 million Kenya
(1.55 billion U.S. dollars). (see Table V below and Table 1,
Annex A, for individual line items).

Mealal ~ 17
Table V
e

Government Revenues and Expenditures,
1979/80 - 1982/83

(Million Kenya Pounds}

Plan Revised
Current Revenue 2754 2393
Current Expenses by Ministries 1914 1758
Interest on Debt - 267 - 318
Current Surplus 574 217
Development Expenses of
Ministries 1202 991

Overall Deficit : 503 583
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A similar analysis shows that the foreign exchange con=-
straint for Kenya will be at its most severe this year and
next. The overall balance of payments deficit will amount
to Kk 102 million (US $273 million) in CY 1980, and to

K& 83.6 million (US $222 million) in CY 1981. See Table 2,
Annex A, for projections of individual line items in Kenya's .
balance of payments by year through 1983. (See also

Tables 3 and 4, Annex A, for details regarding the exports
and imports of goods and services which underlie projections
of Fhe Qeflcit on current account.) Balance of payments
projections consistent with the revised Five year Plan now
indicate a substantial deficit rather than a surplus for

the period 1979-1283 as a whole, as is indicated below:

Table VI

Kenya: Balance of Payments, 1979-83
(Million Kenya Pounds)

Original Revised
Plan Plan
Current Account Balance =511 - =1026
Capital and Reserve Items 571 823
Overall Surplus Deficit 60 - 203

Current Mission analysis indicates that estimates presently
available from Government may in fact be overly optimistic
given the 0il price increases announced in July, and given
the likely continued fall in the unit price of coffee exports,
together with a possible drop in the quantity of coffee
available for export of up toone-third. The following .
table summarizes Kenya's need for balance of payments assist-
ance over the current planning period and indicates the
foreign exchange gap remaining after identified sources of

assistance (excluding the proposed CIP grant) have been taken
into account.

Table VII

Kenya: Foreign Exchange Ga.. 1980-83
(Millions of Kenya Pounds)

1980 1931 1982 1983

FX Required 10.25 B83.6 44.1 47.3
Identified Sources 76.7 50.0 15.6 -
Unidentified Balance 25.8 33.6 27.5 47.3

Unidentified Balance
Expressed in US$ 68.6 89.4 73.2 125.8
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At the Consultative Group Meeting of May 1979, the Govermment
of Kenya requested an increased level of program assistance
from the donor community and subsequently initiated structural
changes designed to promote 1industry and exports. This
request has drawn an initial response from the World Bank,

in addition to responses from individual donors, Additional
assistance will be required, however, if even the minimal
goals of Kenya's revised Five Year Plan are to be reached.
Prompt U.S. action on commitments to provide program
assistance will permit foreign exchange generation which

will have maximum impact on the short range constraints
limiting Kenya's development, while assisting the GOK to
fully implement 1its current structural adjustment policies,

2. Food and Fertilizer. Kenya currently faces
a shortage of marketed food grains that i3 only partially
being met by increased shipments financed under PL 480,
Government-held food stocks fell to zero in May 1980
although the normal reserve 1s set at 180,000 metric tons
of basic food grains. Shortages in marketed supplies will
continue into 1981 even under the most favorable of growing
conditions, although recent increases in government-set
prices for wheat and maize should lead to expanded output.

It has also become clear that Kenya faces a considerable
shortfall in donor-supplied fertilizers in 1980/8l. 1In
1979/80, extermal support for fertilizer imports was
provided through a series of short term programs by three
external donors (Holland, Norway and Japan). Together the
three provided a total of 67,000 MT of fertilizer (over 40
percent of Kenya's overall requirement). None of the current
programs, however, were designed to extend into fertilizer
year 1980/81. No other donor is prepared to act in the

time frame required for deliveries to be made at the start
of the "long rains" (March-May). The shortfall is equiva-
lent to 31 percent of the projected requirement for 1980/81.

Programmiag of 14.5 million dollars of U.S. grant assistance
will provide approximately 38,000 metric toms of fertilizer

in 1980/81, an amount which would replace 57 percent of

the gap in concessionally financed fertilizer needs that X
will not bz filled by other donors. The AID contribution to
overall fertilizer needs would then be approximately 18

percent.
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B. Corrective Measures

l. Government of Kenvya

a. GOK Policies and Plans. The GOK's
Fourth Development Plan, 1979-1983 sets forth the twin
development objectives of poverty alleviation and self-
sustaining economic growth. The Plan focuses on insur-
ing basic human needs for the majority of Kenya's people,
on extending the benefits of development to those groups
which have thus far not shared equitably in Kenya's growth,

and on increasing employment opportunities and income
levels.

The Plan's sector specific policies include: (A) greater
emphasis on rural development; (B) efforts to strike a
balance between rural and urban development in order to
diminish existing income dichotomies; (C) additional efforts
to implement decentralized planning; (D) an increased em-
phasis on establishing manufacturing industries in rural
areas and increased:. efferts on export promotion; (F) increased
attention on access to rural infrastructure, including rural
roads and water, and initiation of a rural housing policy:;
and (G) efforts to extend rural health services and primary
education more widely. Increased export production, in-
creased off-farm employment, and increased labor intensive
production form a common thread linking together several
sector policies into a cohesive sub-strategy.

‘The major thrust of the Plan's industrial policy is an
attempt to bring about a shift ia emphasis from production
chiefly for domestic markets to a strategy stressing
penetration of export markets. It is recognized that this
will require five years. In particul .r, "Letters of No
Objection", a system of protection under which domestic
manufacturers have been allowed to influence Government
decisions on the licensing of imports (including requests
for total bans), would be eliminated. The tariff would

be made the major form of protection, and tariff rates
would be increased and made more uniform,

The Plan recognizes that reduction of protection and
increased industrial efficiency, while necessary to mount-
ing a sustained export drive, may not be sufficient. In
this regard, the Plan calls for: (a) strengthening the
Kenyan External Trade Authority; (b) extending the role of
the Kenya National Trading Company; (c) establishing export
houses; (d) implementing an export credit guarantee scheme;
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and (e) ratlonalizing the existing export incentive program
by linking the level of export subsidies to the value of
local content. It is clear that the Government will have to
provide some assistance (possibly in the form of credit) to
firms experiencing transitional problems because of the
reduction in their protection. Moreover, it seems evident
that Kenya will need additional external resources to

reduce the balance of payments constraint if it is to be:able
to carry out this program. ‘

b. GOK Actions. Planned reductions in both
Current Account and Development expenditures by the GOK dur-
ing the period 1979-1983 have already been discussed above.
Results for FY 1979/80 (which ended on June 30) indicate
that the overall Government deficit was reduced to 4.5
percent of GDP, an outcome which surpassed the policy target
of 6 percent of GDP established for the first year of the
current IMF Stand-By Agreement. The budget for FY 1980-81
as submitted on June 19, 1980 provides for increases in rev-
enues of 22 percent, with increases in expenditures limited
to 19 percent. The deficit would remain near 4.5 percent of
GDP if revenue estimates prove accurate. In CY 1979, in-
creases in the money supply and in credit grew at similar
rates of about 13 percent, very close to the growth in normal
GDP. Substantially lower rates of increase are projected
through the end of FY 1980/81.

t

The Government of Kenya has also’ indicated the seriousness
of its intentions with regard to its new industrial policy

. in the 1980/81 budget just submitted. Additional revenues
will be generated by the new customs tariff which became
effective at midnight on June 19, 1980. The current export
compensation scheme has been broadened to include all non-
traditional exports (approximately 38 percent of total
exports). The level of compensation has been doubled to

20 percent of f.o.b. value; and payments will be made di-
rectly through the Central Bank of Kenya in order to expedite
claims. The increased rate of export compensation and the
wider coverage are designed to elicit a supply response in
all potential exports except those which are not thought by
authorities to be price elastic at current price levels and
exchange rates. Finally, in addition to the above measures,
the "Letter of No Obj ~tion" privilege was abolished
simultaneously with th. introduction of the new tariff
schedule, although it remains to be seen how the existing
structure of protection hased upon previous concessions
will be administratively dealt with.
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2. Other Donors

The GOK has been successful in mobilizing some of the
additional external resources it will require over the
next few years. In August of 1979, the GOK entered into
a two-year Stand-By arrangement with the International
Monecary Fund. The arrangement involves the upper
tranches through the fourth, and will provide 157 million
U.S. dollars (122.5 million SDRs). In addition, Kenya
has been permitted to purchase 89 million U.S. dollars
(69 million SDRs) under the Fund's compensatory financing
facility. Drawings under the Standby are scheduled
quarterly ending March 31, 1981l. : '

Kenya has also obtained IBRD-administered credits totaling
$70 million, including a $15 million credit from the
European Economic Community Special Action Fund (on stan-
dard IDA terms; to help finance essential imports) and

$55 million in direct IDA credits. The $15 million EEC
credit and $35 million of the IDA credit were available
for disbursement after March 30, 1980. The remaining $20
million of the IDA credit is scheduled for disbursement
during 1980, assuming acceptable progress on the part of
the GOK in meeting IBRD conditions.

In support of the GOK program of industrial reor.anizationy,

IDA has also recently approved a 4-year technical assistance
program totaling $4.5 million to finance studies and train-

ing related to production and export marketing.

.~ Major donors who have responded to the GOK request for
assistance in 1979 by offering new program loans, or by
re~-channeling proposed project assistance into the program
format, include the Netherlands ($19 million) and the United
Kingdom ($61 million). Adjusting for shifts from project
to program assistance, national and international donors
have so far responded with additional resources totaling
$250 million in the near term. Some further program
assistance may be forthcoming during the current planning
period as well. Finally, in addition to concessionary
financing, the Jovernment of Kenya in 1979 drew down $99
million of a $200 million Eurocurrency loan contracted in
August 1979. Given the high costs of such commercial
borrowing, however, it is not the intention of Government
to use external commercial borrowing for budgetary support
during FY 1980/81 over and above the $200 million already
negotiated. All of the above financial transactions have
been fully reflected in the discussion concerning the
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remaining foreign exchange gap facing Kenya during the
remainder of the current planning period, and have been
included in the projections presented in Table VII above
and in Table 2, Annex A below.
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V. Proposed U.S. Assistance

A. Levels and Commodities

A Commodity Import Program Grant is proposed in the
amount of 14,500,000 U.S. dollars for obligation in fiscal
year 1980. Such a level would be equivalent to approximately
21 percent of Kenya's unmet foreign exchange requirements for
the current calendar year, while assisting to meet budgetary
imbalances projected to continue (although at declining
levels) through the end of the current planning period. The
proposed level of assistance leaves considerable opportunity
for supplementary contributions from other donors, as well
as for additional self-help measures, while providing overall
levels of program assistance in keeping with prior U.S.
commitments.

Fertilizer has been identified as the commodity most appro-
priate for achieving significant impact on agricultural output.
Kenya imports virtually all of its manufactured fertilizer
requirements, an amount that exceeded 160,000 metric tons in
1979/80, and which represented over 37 million dollars in
foreign exchange. As indicated above, although 67,000 metric
tons of fertilizer were supplied by other donors in 1979/80,
none of the existing programs were planned to continue into
the current fiscal year. The proposed$l4,500,000 U.S. grant
will permit import of up to 38,000 metric tons of fertilizer,
depending on prices at the time of tender. AID-financed
fertilizers would then replace approximately 57 percent of
the gap in concessionally financed fertilizer needs that

will not be filled by other donor programs. The AID comn-
tribution to overall fertilizer supplies would be approxi-
mately 18 percent.

In determining the quantities and types of fertilizer to be
finaunced, the Mission has had the full co-operation of the
inter-ministerial Fertilizer Committee, chaired by the
Department of Agriculture. Selection criteria considered
included the following:

(1) Renya's overall fertilizer requirements by type
for fiscal year (and fertilizer year) 1980/81.
(See Section VII.A. below which analyzes demand
requirements. Table IX in Section VII.A. contains
the 1list of 1980/81 requirements submitted by
the Fertilizer Committee);

(2) U.S. availlabilities given the short programming
time and the necessity to ensure deliveries in
time for the "long rains" in March-May;
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(3) the competitiveness of U.S. pricing for each
type of fertilizer;

(4) the desirability of shipping high analysis, high
unit value fertilizers to maximize final impact
of imports given high shipping costs; and

(5) priority for fertilizer types best adapted in
a technical sense for application to food
crops, given Kenya's current shortage of market-
ed grains (See Annex E for current technical
recommendations of the Kenya Farmers Association).

The following fertilizers have been selected for financing:

(1) Diammonium Phosphate (DAP) = 16,000 metric tons
at approximately $250 per ton;

(2) Mono-Ammonium Phosphate (MAP) = 11,000 metric
tons at approximately $260 per ton;

(3) Triple Super Phosphate (TSP) - 11,000 met.ic tons
at approximately 35215 per ton.

AID-financed imports would then represent approximately 66
percent of 1980/81 requirements for DAP; 60 percent of re-
quirements for MAP; and 8l percent of requirements for TSP.
Mar gins have been left for private importers whose outlets
in some areas may represent a necessary addition to those
provided by the Kenya Farmers Associations network of
supply points. Estimated prices are all f.o.b. vessel,
bagged, loaded and stowed and represent latest available
quotations. Bulk importation with ship-side bagging using
portable facilities 1is being investigated as a possibility
and may represent substantial savings. USAID has been
adv'sed both by the Kenya Farmers Association and by other
donors that import of fertilizers in bags is much to be
preferred if ship-side bagging proves impossible for the
current program. Shipping costs are currently estimated at
$156 per metric tom on U.5. bottoms and about $115 per
metric ton on board foreign vessels.

B. Counterpart Generationsg and the Special Account

The Government of Kenya has agreed to deposit into
a special account an amount of Kenya shillings equivalent
to the proceeds of local sales of commodities rinanced for
import under the proposed grant. The U.S. fertilizers to
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be financed are 1in general competitively priced but the
additional costs attributable to delivery on U.S. bottoms
may make some of the imports more costly than local averages.
Additional costs would have to be borme by the Exchequer,

by the Kenya Farmers' Association, or by the purchasers

of fertilizer themselves. The Mission concurs with the COK
contention that all fertilizers of equivalent formulation
should be sold to farmers at the same price based on
competitive costs at Mombasa plus required costs of distri-
bution (see Section VI.B. below on implementation). Com-
petitive pricing of U.S. fertilizers imported under the
current grant will help assure that sales proceed smoothly,
avoiding the problems of extended storage and accountability
that might arise 1if such fertilizers were sold at prices
above those prevailing in local markets for the same or
similar products. Therefore, to the extent that direct
costs of the imported fertilizers, attributable to the cost
of shipment on U.S. bottoms, will exceed competitive costs,
local currency generations can be applied to cover such

costs in lieu of deposit in the special account.

C. Use of Local Currency Generations

The Commodity Import Program grant will generate
substantial amounts of local currency which represents
an important resource for use by the Government of Kenya
in pursuit of its development objectives. The Ministries
of Finance and Economic Planning and Development have
agreed that the use of these currencies should be carefully
planned to ensure that they are applied in a manner to
gain the maximum impact on priority development problems.
A definitive agreement will be reached within six months
of the signing of the C.I.P. grant (to be expressed
in an exchange of letters between the Ministry of Economic
Planning and Development and USAID/Keanya which will serve
as a sub-agreement to the basic C.I.P. Grant Agreement)
on the objectives and criteria to be applied in uses
of the local currency. A.I.D. will require an annual
report on the anniversary of the Grant Agreement
specifying details of allocations, disbursements and
balances in the account.

It 1s the intent of this project that local curremncy use
shall be programmed in support of GOK agriculture
development and in areas consonant with A.I.D.'s own
assistance strategy for Kenya. Criteria for selecting
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activities for local currency application will be refined
in the process of negotiating the definitive agreement

on local currency use which will provide specific
guidance. It is envisaged that the activities to be
supported would be those which most directly address
constraints to increasing food production by small
farmers; increase rural employment; and assist in the
development of small-scale agri-businesses.
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VI. Implementation,

A. A,I.D.

1. Administrative Repsonsibilicies,

A.I.D. will administer the program through the
USAID/Kenya Agriculture Division under the direction of the
USAID Director and in cooperation with support offices in
A.I.D. Washington. The REDSO/EA Supply Management Office
will also provide assistance as necessary, The USAID Progran
Office will be the principal focal point for all matters per-
taining to macroeconomic policy matters while the Agriculture
Division will focus orn implementation of the Commodity Import
Program and be responsible for guiding and advising host
country officicls in the proper and effective use of Grant
funds, and for maintaining appropriate Mission intermnal
procedures for Grant documentstion and control.

2. Eligible Commodities.

The grant will finance the purchase of fertilizer
manufactured in the U.S. and included in the A.I.D. commodity
eligibility 1list. The grant will not be utilized to finance
the acquisition or importation of goods and services other-
wise financad ty the U.S. Government or financed under other
non=U.S. technical or economic assistance to Kenya. It will
be prohibited to finance, under the grant, commodities for
delivery or transfer by the importer tc any military force.

3. Procurement and rinancing Procedures,

Procurement and financing procedures under
this Grant will be those set forth in A.I.D. Regulation 1.
Financing will be carried out through dire.t letters of
commitment (L/Coms) to suppliers.

4. Procurement Restrictions.

This grant will be restricted to Code 000
source and origin for commodities and related incidental
services., Procurement and utilization of commodities and
commodity related services financed under it are subjec:
to the terms and conditions of A.I.D. Regulation 1 as from
time to time amended and in effect, except as A.I.D. may
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otherwise specify in writing. If any provision of A.I.D.

Regulation 1 is inconsistent with a provision of this

agreement, the provision of this agreement shall govern.
B. GOK

1. Administrative Responsibilities.

The Kenya Government's Fertilizer Committee,
established in the Ministry of Agriculture, has primary
responsibility for the terms and conditions of fertilizer
procurement in Kenya. The Kenya Farmers Association (KFA)
is Government's duly authorized agent for handling all
Government procured and donor provided fertilizer to
Kenya.

As its_official agent, KFA is consignee of
the fertilizer and responsible for receiving, clearing,
storing, distributing and selling and depositing local
currencies resulting from the sales of fertilizer financed
under the Grant.

2. Import and Distribution of Fertilizer

The follcwing procedures, initiated in 1979,
are currently in force in handling fertilizer either
consigned to the Government by various Donors or purchased
by the Government I Kenya.

a. Appointment of Distributors and Sub-
Distributors

The Kenya Farmers' Association (co-op)
Ltéd. (KFA), 1is appointed sole agent for handling and
distribution of fertilizers. Aprcintment of sub-agents
for internal distribution may Le made by the KFA on terms
which may be mutually agreed between the two parties con-
cerned but sub-distributors have the right to appeal to
the Ministry of Agricultuvre if their requests for appoint-
ment as sub-~distributors are not accepted by KFA.

b. Shipping Documents

The Government of Kenva or its fertilizer
supplier provides the KFA witl shipping documents listed




below at least two weeks before the arrival of the
carrying vessel at Mombasa. The KFA may be held
responsible for additional surcharges for port storage
and late documentation. The documents are:

(i) Letter of Release in the name of
KFA or by Import License,

(ii) Two original and two copies of
suppliexrs Commercial Invoice
showinyg FOB value (port of loading),
freight charges, and insurance
premium in case of CIF prices.

(iii) Three negotiable and two non-
negotiable full sets of clean on
— board shipping company's Bills of
Lading to order blank, endorsed
and marked 'notify KFA',

(iv) ©One original and one copy of
certificate of origin.

(v) One original and one copy of
chemical analysis.

(vi) One original and one copy of
weight notes.

(vii) The original and two copies of
Insurance Certificate (policy)
when fertilizers are bought on
CIF Mombasa basis.

The KFA appoints the Kenya National Assurance
Company (KNAC) to provide Insurance cover for Go rernment
Fertilizers imported and accepted on CIF basis.

c¢. Clearing and Forwarding Services

KFA is responsible for the appointment of
clearing and forwarding agents. '
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d. Railage and Road Transport

. Rail and transport charges are pald
according to Tariff 9 of the Kenya Railways.

4 -

e. Storage

The KFA is given priority by the Port
Authority and the Kenya Railways when discharging these
fertilizers. Only PL 480, Title I commodities have
precedence in discharging priority.

f. Import in bulk

(i) KFA forwards bulk shipments to
Nakuru or to other fertilizer
— bagging facilities.

(ii) Bagging is done in polypropylene
bags of 50 kg net.

3. Pricing, Credit and Sales

a, The Ministry of Agriculture and the KFA
agree on a price to be charged by the KFA based on the
selling price at Mombasa plus the costs of handling,
clearing, forwarding and storage. The KFA's gross margin
is the difference between the price charged to KFA and the
FOB Mombasa price.

b. The Government through the Ministry of
Agriculture consults and obtains the approval of the
KFA before any changes are made to the selling price.

c. Fertilizer loans are made to farmers who
are eligible to take part in the seasonal credit scheme.
Large farmers deal with the Agriculture Finance Corporation
(AFC) and small farmers (less than 20 acres of land) deal
with the Cooperative Bank of Kenya (CBK). The financial
institutions approve loan applications.

d. Large farmers redeem their chits at KFA
and small farmers deal through their respective cooperative
societies for fertilizer deliveries.
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e. AFC and CBK then apply to the CSFC
for reimbursement, in the amount of the chits they now
hold, to pay KFA for fertilizer distributed to farmers.
The KFA then repays its outstanding loan with CSFC which
it used to purchase the fertilizer in the first instance.

4, Special Accounts and Disbursements

a. The KFA keeps separate records for each
lot of fertilizer transactions and records all purchases
and sales.

b. The KFA remits sales proceeds to the
special account in a repository so designated by the
Ministry of Finance. )

c. Disbursements from the account will be
based on a plan agreed to by the USAID and Ministry of
Economic Planning and Development within Six Months from
signing of the Grant Agreement. The plan will consider
rapidity of disbursement for activities that had to be
deferred as a result of the Government's recent budgetary
adjustment prcgram.

d. Internal Financial Analysis. The
generations of local currency are expected to begin in
the first quarter of CY 1981 and deposits in a special
account to be designated by the Ministry of Finance will
be made guarterly by KFA beginning with March 31, 1981.
Although fertilizer sales will be virtually completed
by September 1581, minimal fertilizer stocks are expected
to remain for a period beyond the first Twelve Months of
sales. However, at the request of the Ministry of
Finance officials to obviate the necessity to prolong
the period of local currency accumulations, thus lessening
its impact on the economy, KFA will close the account by
depositing therein all such amounts as may be outstanding
by the 15th month following signature of the Project
Agreemnment.

5. Disbursement Period

The grant's Terminal Disbursement Date (TDD)
will be Eighteen Months from the date the Grantee satisfies
the Conditions Precedent in the Grant Agreement except as
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A.I.D. may otherwise agree in writing. The Grant
Agreement specifies documentation requirements and

general covenants.

C.

i

Implementation Schedule

September 26,

September 30,

October

October

October

October

l, 1980

1, 1980

—

3, 1980

15, 1980

November 17, 1980

November 21, 1980

November'Zl, 1980

January
January

January

2, 1981
15, 1981
31, 1981

1980

1980

Authorization of Grant
by AID/W.

Grant Agreemen£ signed.

Implementation Letter No. 1
issued with CPs attached.

AID/W approves IFB -
submitted with PAAD.

IFB advertised in Export
Opportunity Bulletin and

Commerce Business Daily.

Conditions Precedent met.

Bid closing date.

Contract signed.

GCK submits financing request
to A.I.D. for Direct Letter

of Commitment to be transmitted
to AID/W by cable.

First delivery to dock.

Second delivery to dock.

Third delivery to dock.
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VIl. Basic Market Analysis

A. Demand for Fertilizer

As is indicated in Tables VII and VIII below, the
index for fertilizer prices has been rising more rapidly
since 1972 than the price index for other material inputs
into agricultural production, and more rapidly than the price
indices of major crop categories. As a result, fertilizer
demand has shown little overall change from CY 1972 through
CY 1979 although the value of fertilizer inputs has risen
substantially. Both the trend of fertilizer use, and th
trend of imports have been erratic, so that conclusions
regarding use should not be based on observations in a
single year. (See Tables 15 and 16, Annex A for annual
imports of fertilizer by type.) Moreover, since cropping
cycles in Kenya do not coincide neatly with calendar years,
imports and use patterns are difficult to follow using
calendar vear data. Ta obviate such problems, the Fertilizer
Committee has recently established a "fertilizer year" which
extends from July 1 through June 30. Planned and actual
imports of fertilizer by type during the 1979/81 fertilizer
year are indicated in Table IX below, along with official
projections of demand for 1980/81.

Projecteda overall increases are based on a number of factors,
including improvements in fertiliser distribution and handling,
in credit availability, and in government support for agri-
culture that is in keeping with President Moi's recently

. announced policy of regarding food self-sufficiency as a key
objective in overall economic planning. Elements of the
policy have already included authorization of higher grain
prices as mentioned above, along with improved marketing
opportunities in many areas of the country. While relative
prices have moved against fertilizer since 1972, most of the
increase occurred in one year, 1974. Agricultural prices in.
Kenya have shown a general upward trend, and it is problemat-
ical to try to project whether fertilizer prices in Kenya will
rise more rapidly than food prices over the long run. Kenya
Farmers Association's spokesmen are convinced of the value

of increased fertilizer applications in areaswith which they are
familiar, and are also in general agreement with the projec-
tions of the Fertilizer Committee with which they work closely.

Comparatively speaking, demand for fertilizer in Kenya is
quite low, especially for a country whose ratio of cropped
land to population (using very broad definitions) is lower
than that of India, and about as low as China. (See Table X).
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Table VII

Kenya: Fertilizer Demand Indicators, 1972-1979

Value of . Total

Fertilizer  Fertilizer Fertilizer Material Inputs

Inputs Quantum Price Quantum  Price
Year (1000 K%) Index Index Index Index
1972 4,224 100 100 100 . 100
1973 5,893 97.2 143.5 100.9 117.6
1974 12,876 99.1 307.4 “110.2 170.0
1975 9,974 88.8 266.0 106.8 - 176.0
1976 9,664 89.3 256.2 119.9 175.0
1977 13,756 97.8 333.2 136.7 217.1
1978 14,781 106.0 330.2 148.4 233.1
1979 13,500 92.7% 344.6% 135.6*  248.6*
*Provisional

Table VIII

Kenva: Price Indices of Marketed Crops, 1972-1979

' Temporary

(1972=100) Industrial Permanent
Year Total Crops Cereals Crops Crops
1972 100 100 100 100
1973 113.7 103.4 104.5 118.7
1974 142.1 131.7 118.9 151.6
1975 150.7 186.2 143.4 144.2
1976 231.7 209.5 167.2 260.1
1977 366.1 238.2 208.8 433.7
1978 291.3 241.9 230.6 318.8
1979 285.2 240.4 239.1 306.7

Source: Ministry of Finance and Planning, Economic Surveys,
1977,1978, 1979, 1980.

Figures for 1978 and 1979 converted from bace year
1976 to base year 1972. - '
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Table IX

Fertilizer Importation, 1979/80 and 1980/81

Quantities in Metric Toms

?

. . Projected

Fertilizer 1979/80 1979/80 1980/81

Type Planned Actual Importation
Sulphate of Ammonia | 21,900 26,720 ' 28,000
Urea 6,800 7,£18 - 8,500
Calcium Ammonium Nitrate 13,800 11,300 | 21,500
Ammonium Sulphate Nitrate 12,500 9,600 18,175
Calcium Nitrate 800‘ 800 ,.1,006
Single Super Phosphate - 15,000 14,145 6,006
Hyperphosphate 2,000 2,000 2,000
Triple Super Phosphate 13,000 12,000 16,900
Di-Ammonium Phosphate 25,500 24,030 33,350
Mono-Ammonium Phosphate 19,000 19,000 25,000
Muriate of Potash 1,500 1,500 3,600
Sulphate of Potash 1,500 1,000 1,575
NPK ‘

17:17:17 5,500 5,500 19,700

15:15:15 9,600 9,600 -

20:20:0 6,700 6,700 10,850

20:10:10 17,900 16,966 19,400
Other ] 500 500 1,350

Total 172,500 162,579 216,900

Source: GOK = Fertilizer Committee
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Table X

Fertilizer and Agricultural Production
Indicators By Country, 1975-77

Annual Change  Per Capita

Fertilizer Per Capita Cereal in Cereal Cereal
Consumption  Cropped - Yield Yield Consumption
(kg/ha) Land (ha) (ton/ha) (Aug 1969-71 kg/yr
1976 1976 ) 1975-77 Nov 1975-77) 1975~1977
East Africa
Burundi * 0.3 1.1 1.3 81
Comoros .o 0.3 1.3 3.8 102
Djibouti . - “e , cen .o
Ethiopia 2 0.5 1.0 cee 174
Kenya 25 0.2 1.3 0.8 160
Lesotho 4 0.3 1.0 6.8 222
Madagascar 3 0.4 1.8 -0.4 301
Malawi 11 0.4 1.1 1.4 253
Mauritius 269 0.1 2.9 -1.1 160
Mozambique : 4 0.3 0.7 -5.8 90
Reunion 202 0.1 1.1 7.4 208
Rwanda * 02 1.1 0.4 55
Seychelles ‘e . con cen ‘e
Somalia .en 0.3 0.6 0.4 110
Swaziland 57 0.3 1.3 7.4 233
Tanzania 1.2 0.4 0.8 2.0 113
Uganda * 0.5 1.2 1.1 137
Zambia 13 1.0 0.9 2.0 252
ZimbLabwe 63 0.4 1.8 3.2 266
Other
Brazil 63 0.3 l.4 1.4 279
China 49 0.2 2.1 1.7 295
Colombia 48 0.2 2.3 4.8 146
Congo 5 0.5 0.7 -0.9 39
Egypt 210 0.1 4.0 0.8 305
India 20 0.3 1.3 2.0 214
Korea, South 287 0.1 4.5 4.4 352 -
Mexico 42 0.4 1.6 1.4 290
Philippines 34 0.2 1.4 0.9 233
Sudan 14 0.4 0.6 -3.5 145
Thailand 13 0.4 1.8 -1.5 305
Taiwan 776 0.1 3.3 1.4 339

Source: International Agricultural Development Service, Agricultural
Development Indicators, 1980.

Note: * Less than .5 kg/ha.
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Kenya's cereals yields per hectare are not outstanding compared
with those of other East African countries, and are well below
those of many of the major developing countries cited in Table
X. Kenya's performance in increasing cereal yields has been
unimpressive in recent years as the data in Table X suggest;
and its cereals consumption per capita remains low even for
East Africa. Given the broad differences in demand for fertil-
izer among less developed countries, one would have to con-
clude that institutional factors rather than price factors are
the major determinants of differences in comparative fertilizer
use. Kenya is in the process of reducing a number of the insti-
tutional barriers to increased fertilizer use that have pre-
vented 1its agricultural performance from more closely matching
more successful programs of other countries within the region
and elsewhere.

B. Patterns of Fertilizer Use

Information concerning the pattern of fertil-
izer use by province in Kenya 1is presented in Table XI.
Data are summarized from the latest published round of the
Integrated Rural Survey which sampled farms of 20 hectares or
less. Ironically, much less is known about fertilizer use on
large farms (20 ha, or more) since such farms were not included
in the Survey work plan. In 1974/75, such large farms would
have accounced for 44 percent of land in farm holdings, for
more than half of marketed farm production, and for three
quarters of fertilizer purchases, in terms of value. Table XI
indicates that fertilizer use on small farms was quite low,
averaging 42 shillings per holding or 24.7 shillings per hect-
are (less than $3.50 per hectare at the average exchange
rate). While the average price at which small farmers purchased
fertilizers is unknown, the average dockside price of fertilizer
in 1974 was over $.22 per kilo, so that average use would have
been less than 15 kilos per hectare of cropped land (ignoring
internal distribution costs which would have beem substantial
in many cases.)

Fertilizer use was most intensive in Rift Valley Province

where the chief small farm crops included primarily hybrid

maize, local maize and finger millet, in that order, and almost

to the exclusion of other crops (based on area planted).
Fertilizer use in Central Province was also high, with major

crops including tea, coffee, local maize, hybrid maize, potatoes
and beans, in that order. Usage in other provinces was relatively
much less, the heaviest applications being made in Eastern
Province where coffee, local maize, potatoes, beansa, cow peas

and  hybrid maize were the major crops.
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Table XI

Kenya: Average Small Farm#***
Fertilizer Use By Province, 1974/75

Average Farm Area

Under Cultivarion Average Average Average
E— M Farm Farm Crop
Province Short Rains Long Rains Total Production Sales Sales
(hectares) : ' (Kenya Shillings)
Central 0.9 0.7 1.6 3139 1491 780
Coast 1.6 0.9 2.5 1220 549 - 170
Eastern 1.2 1.0 2.2 2487 1334 658
Nyanza 0.6 0.7 1.2 3103 1184 1186
Rift Valley 0.8 0.8 1.6 4036 1906 590
Western 0.5 1.0 1.5 1521 . 550 311
Average 0.9 0.8 1.7 2660 1192 759
Calculated
Fertilizer
Fertilizer Index of Inputs
Purchased Fertilize: Inputs Fertilizer Per Ha
Province Crop Inputs Inputs Per Ha Usage* (kg)**
(Kenya Shillings) (Avz=100)
Central 271 85 53.1 215 32
Coast 31 2 0.8 3 0.4
Eastern 202 41 18.6 75 11
Nyanza 137 10 8.3 34 5
Rift Valley 391 125 78.1 316 47
Western 96 17 11.3 46 7
Average 185 42 24.7 " 100 is

Source: Central Bureau of Statistics, Integrated Rural Survey, 1974/75,
Statistical Abstract, 1979, pp 123, 126 and 128.

Note: *

*%k

k%

Average Use = 100. Average use is 24.7 Shillings of fertilizer

per hectare. :
Based on average 1974 import price of fertilizer of 1.67 Shillings per kilc
Actual average usage will have been generally lower reflecting

internal distribution costs, and will have varied from that

calculated above depending upon the average mix of fertilizer

actually applied in each province and upon differential internal

costs of distribution.

The 1974/75 Integrated Rural Survey included all farms 20 hectares
or less.
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Table XII

Kenya: Average Small Farm#*#**
Fertilizer Use By Income Class, 1974/75

(Kenya Shillings)

Average Average Crop
Income Group Production* Sales* Sales
0-999 258 191 87
1000-1999 869 586 278
2000-2999 1,668 769 441
3000-3999 2,377 950 647
4000-5999 3,515 1,492° 855
6000-7999 5,185 2,072 1,251
8000 and over 9,180 3,318 2,575
Average 2,660 1,192 759
Index of
_Purchased ~ Relative
Crop Fertilizer Fertilizer
Inputs Inputs Usage*#*
0-999 44 4 78
1000-1999 .75 8 49
2000-2999 131 32 122
3000-3999 173 34 © 89
4000-5999 222 38 75
6000-7999 . 311 108 146
8000~and over 346 78 51
Average 185 42 100

Source: Central Bureau of Statistics, Integrated Rural
Survey 1974/75, Statistical Abstract, 1979, p. 128.

Notes: * Includes production and sales of crops,
livestock and milk.

*% Average Use = 100. Average use is 42 shillings
of fertilizer per 759 shillings of crop sales, or
.0553 shillings of fertilizer per shilling of
crop sales.

*** The 1974/75 Integrated Rural Survey included all
" farms 20 hectares or less. )
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*

Table XII provides some additional information reagarding
farms under 20 hectares, indicating fertilizer usage by
income class. Of course, average usage was the same as that
recorded in Table XI. In terms of attempting to identify
the beneficiaries of imported fertilizers, Table XI indicates
no very clear relationship between income class and relative
fertilizer use (based on the ratio of fertilizer use to crop
sales.) In relation to their sales of crops, small farmers
seem to have used as much fertilizer as large ones at least
within the range of incomes measured in the survey (up to
KSh. 8000 or approximately US$ 1100).

C. Fertilizer Supply

Kenya. currently relies on imports to supply virtually
all of its requirements for manufactured fertilizers. Fertilizer
plants in general are energy and capital intensive, while Kenya
is facing an energy shortage and is seeking to rationalize
its industrial structure with the goal of maximizing labor,
rather than capital inputs. Kenya has no known commercial
deposits of natural gas or of minerals which might make con-
struction of a domestic plant attractive or profitable. The
last serious attempt to establish a fertilizer manufacturing
facility in Kenya was in 1975. The so-called Ken-Ren facility
was to have been powered by excess heavy oils from the Mombasa
Refinery which were not then easily salable éelsewhere. Other
inputs were to have been imported. At the time, difficulties
ensued over the unavailability of the originally selected site,
over product mix, and over control of the enterprise; the pri-
vate partners withdrew abandoning the project. The economics
of such a plant in Kenya appear less attractive now than at
the time initial plans were formulated over five years ago.

As Table 14, Annex A indicates, 24 cbuntries have supplied Kenya
with significant amount of fertilizer during the five calendar
years 1975-1979. European nations have traditionally supplied -
much of the market given their generally lower transport costs.
No single supplier has a dominant share of the market, although
West German deliveries have been the largest during the 5

year period in question. The US has been the second largest
supplier with the following market shares:

1975 - 8%

1976 - 13.4%
1977 - 12.8%
1978 - 21.3%

1979 - 0.1%
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The 1975 figure includes some imports financed under Program
Loan 615-H-J007. Of the commercial sales during the period
1976-79, the fertilizer types supplied by the U.S. included
chiefly the single, double and triple superphosphates;
ammonium phosphates; and lesser amounts of unspecified
phosphatic and nitrogeneous fertilizers falling into the
"other" categories in the breakdown utilized in the official
statistics and summarized in Tables 15 and 16, Annex A.
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VvIII. Other Considerations

A. Impact on the U.S. Balance of Payments

All of the procurement of commodities and shipping
under the proposed program grant is anticipated to come from
the United States, improving the US balance of payments on
current account by an equivalent amount (less any displc-e-
ment of commercial sales which might have occurred in any
case in the absence of the CIP grant). Precise determination
of displacements,if any, of commercial sales would be dif-
ficult. The market for fertilizers in Kenya is highly
volatile, and the US share of this market over the last
five years has ranged from as high as 21.3 percent of the
total in 1978 to 0.1 percent in 1979. To the extent that
users are satisfied with the performance of U.S. suppliers
in terms of gquality, packaging and delivery, an increased
demand for continued imports of similar US products may be
created. Increased familiarity of Kenyan purchasers with
U.S. scurces and market conditions., and increased familiarity
of U.S. supprliers with Kenyan purcaasers and requirements,
may have a similar effect of increasing trade between the
two nations.

B. Relation to Ex-Im Credits

Ex-Im has provided financing for a sugar mill expansion
project in Kenya's South Nyanza District and for a polyester
textile mill in Nanyuki. During the days of theé East African
Community it also financed aircraft purchases for East Africa
Airlines. Fertilizers do not aprear to be within the scope
of Ex--Im programs for Kenya, tnerefore, it would in all pro-
bability not cbject to this Commodity Impcrt Program.

C. Relation to OPIC Program

Virtually all U.S. business ventures in Kenya are
covered by OPIC insurance with about $100 million in force
today. None of the U.S. ventures cirrently are involved
with fertilizer manufacturing or distribution in Kenya.

D. Status ofthe 1973 Fartilizer Loan to Kenva
(615-H-007)

l. Overview

The USAID program loan to Kenya, 615-H-007, was author-
ized in February 1973 for $10.0 million and the loan agreement
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was signed in Marxch 1973, The loan financed the purchase of
23,700 m.t. of fertilizer at a cost of $6,665,625. The com-
modities were delivered to Mombasa port during the period
December 1974-October 1975. The value of fertilizer in Kenya
shillings was 53,524,481.90.

The fertilizer was sold to ten private firms by the Kenya
National Federation of Cooperatives (KNFC), consignee for

the Government of Kenya. These vendors were responsible for
the ultimate disposition of the fertilizer. A total of

2,134 m. t. of the commodity was lost as the result of damage
arising from humid conditions at Mombasa where the fertilizer
was stored. The lo.s was further exacerbated by the poor
quality of bagging materials used by U.S. manufacturers.

The value of distressed cargo was estimated at KShs. 4,801,275
calculated on the basis of invoiced sales price. The Kenya
Treasury had authorized the write-off of this amount according
to a statemement in a letter from the Ministry of Agriculture
in 1977. -

In addition to cargo losses, short landed cargo amounted to
952 bags or 47.6 m.t. for a value of KShs. 99,989.87. Al-
though claims were lodged with the insurance firm the matter
is unsettled.

The lack of a systematic procedure for accountability of
various donor fertilizer that arrived in Mombasa about the

same time, a drop in the price of fertilizer on the world
market after USAID fertilizer was sold to private distributors,
and the loss of identity of the fertilizer with the original
consignment as it was transpcrted up country contributed to
difficulties in tracing distribution and sales. Additionally,
distributors made large pericdic payments to the Excheguer
against account balances without reference to the type or
source of fertilizer.

A precise accounting of the amount deposited in the USAID
account in the Exchequer is not available in the Ministry of
Agriculture (MOA) since changes in venue of accountability
in 1977/78 resulted in the MOA losing control of receivables
related to the Fertilizer Shipment.

2. Purchases and Payments by Private Distributors

Ten private distributors received the entire shipment
of fertilijizer wvalued at KShs. 53,524,481.90. Although,
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Ministry of Agriculture vouchers valued at KShs. 28,465,000
ware paid into Treasury Account No. 9-188-001-006, amounts
as high .s KShs. 39,054,005.90 have been alleged to have
been deposited therein by government. The discrepancy may
be partially attributed to traders whose deposits did not
identify source of fertilizer shipments. In any event,
both FAO and FRG fertilizer programs were enmeshed in the
same confusion as their shipments arrived during the same
period. ‘

Government's official accounting of transactions for the
USAID shipment follows in summary:- :

Proceeds of Sales KShs., 46,283,290.40

Amount uncollected from
distributors . 7,241,191.50
‘Amount due to Treasury 53,524,481.90

Less amount deposited
in Treasury 48,465,000.00

Amount due to Treasury
account 5,059,481.90

3. Insurance Claims for USAID Fertilizer

, Insurance claims were filed against Reed-Shaw,
Stenhouse, Inc. for 952 bags (47.6 m.t.) valued at Shs.99,989.87
in June and July 1975. The claims were for distressed cargo
aboard the ships MV Griffin, MV Gulf Trader and MV Zinnia.
After about two years of negotiations with the insurance firm,
satisfaction was not obtained by Government. The consignee
for the fertilizer, Kenya National Federation of Cooperatives
(KNFC), abolished its merchandise department, the instigator-
of the claims, after which demands on the insurance firm
ceased. The Attorney General was not formally requested to
enter litigation, thus the matter remains unsettled.

4.

Conclusions and Recommendations

The 1973 program loan was nastily conceived and
implemented by A.I.D. Implementation requirements were neither
firmly communicated by the Mission nor clearly understood by
government. As a result, fertilizer shipments were co-mingled
with other donor fertilizers thus obliterating a clear audit
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trail required by the Attormey General to prosecute distribu-
tors who were 1in arrears in payment for the fertilizer.
Another factor, unforeseen at the time of the purchase of
fertilizer, was a sudden drop in prices for the commodity.
This forced distributors to hold fertilizer in storage for
prolonged periods while commercial fertilizer purchases
became available at lower prices.

While all of the fertilizer was eventualiy sold or otherwise
accounted for as distressed cargo, complete payment for the
fertilizer was not made to government. Government has a
ligt of private traders who owe 1t subsgtantial amounts for
fertilizers over the past 7 years.

In recent months the Director of USAID approached the President's
Office and initiated a dialog to ‘find a solution to the prob-

lem and to close the books on the program loan. As a

result, the President's Office instructed the Ministry of
Agriculture to convene a task force to look into outstanding
matters on the fertilizer loan and to resolve the issue.

The Permanent Secretary, Ministry of Agriculture, was

appointed chairman of the task force, which includes a
representative from USAID.

An investigation into the matter revealed that virtually no
follow=up action was taken by government to collect outstanding
amounts 1in recent years. It appears that after an initial

two years of vigorous action by Government to collect out-
standing debts and insurance claims, personnel:changes in
management positions in goverument resulted inm the loss of
continuity and interest in the problem. Other donors in
addition to the U.S. were also affected by these events.

Unlike the U.S., however, other donors continued to provide
fertilizer during the interim, but with greater persistence
in bringing about changes in government procedures for han-
dling donor commodities and local currency generations. In
1978 the Attorney General's 2ffice drafted procedures for
accountability of fertilizer purchases and in 1979 1instructed
implementation of these procedures. Donors who have used
these procedures have expressed satisfaction with these pro-
cedures and the USAID's detailed review of govermment's pro-
curement process supports thig optimism.

The Mission has discussed the matter in detail with
Ministry of Finance officials, who were in government
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during the period of the fertilizer activity and who are
acquainted with the details of the matter. Ministry
officials are interested in closing the books on this
matter as prolonged debate is increasingly becoming a
counterproductive exercise. The Government is consldering
options for bringing the matter to a close.

Government can attempt to ascertain the exact amount
deposited in the Development Account in Treasury
attributed to USAID fertilizer sales or failing that

to determine the tota. amount deposited for all domnor
fertilizers during that period. On the basis of this
information, it may choose to transfer funds to cover the
shortfall. The USAID and Government will continue to
pursue the matter.

Another alternative 1is for the U.S5. to pursue a course

of action initiated earlier which was designed to hold
government accountable for procedures which did not exist
at the time of arrival of the fertilizer and had not

been developed by the U.S.A.I.D. and GOK. USAID finds
this option counterproductive at this jumcture of U.S.
relationships with Kenya, particularly in view of the

fact it has learned from jts past mistakes with the
establishment of clear guidelines for handling all govern-
ment purchased fertilizers.
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IX. Conditions and Recommendations.

A. Conditions and Covenant

In addition to the standard conditions included
in AID Project Agreements, the following conditions and
covenants are proposed:

1. Conditions Precedent to Initial Disbursement.

(a) The GOK will provide a statement
representing and warranting that the named person or
persons have the authority to act as the representative
or representatives of the Grantee together with a speci-
men signature of each person certified as to its authen-
ticity.

(b) The GOK will designate a repository
and special account for deposit of local currency genera-
tions from the sale of commotities financed under the
grant.

2. Covenant
The GOK and USAID will agree on a plan for the
disbursement of local generations within Six Months from

signature of the Agreement.

B. Recommendations

. million dollar
USAID/Kenya recommends that a fourteen and one half/

($14,500,000) grant from Economic Support Funds be authorized
~to the Government of the Republic of Kenya for financing the
importation of selected commodities, subject to the follow-

ing provisions:

-- Procurement will be restricted to A.I.D.
Gengraphic Code 000.

== Such other terms and conditions as A.I.D. may
deem advisable.
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Table 1

Kenya: Summary of Government Budgets
1979/80 - 1982/83

(Missions of Kenyan Pounds)

1979/80 1980/81 1981/82 1982/83

Current Revenue 545.2 580.5 614.5 652.9

Current Expenditures 472.2 510.1 535.5 558.1

Current Surplus 73.0 70.4 79.0 94.8

Foreign Grants 21.3 22.1 22.9 25,2

Development Expenditures 243.0 244,8 244.7 258.4

Overall Deficit =149.,9 =-152.3 -142.8 =138.4
Financed By:

Net External Concessional Loans 97.9° 75.0 72.3 75.8

Net External Commercial Loans - 1.3 - = 12.1 - 18.9

Net Domestic (Non-Bank) 36.6 38.6 38.6 38.¢

Total Net Non-Bank Borrowing 133.2 113.6 98,8 95.5 ,

Residual Deficit - 16.7 ~ 38.7 - 44,0 - 42.9 |

Residual Deficit Expressed |
in U.S. Dollars¥ = G444 -102.9 -117.0 -114.1 |

Source: GOK: Sessional Paper No. 4 of 1980,
page 33.

Notes: *Exchange rate calculated at 1Kf = 2.66 US dollars




Table 2

Renya: Projected Balance of Payments, 1980~1983
(Millions of Kenya Pounds)

1980 1981 1982 1983
Inports of Goods and NFS 818.3 896.9 980.6 1088.8
Exports of Goods and NFS 640.8 711.6 797.9 894.7
Resource Balance ~177.5 ~185.3 -182.7 -194.1
Investment Income, Net = 65.0 - 72.0- = 77.0 - 82.0
Other Factor Income, Net - 14.6 = 15.0 - 15.0 - 15.0
Transfers, Net 45.0 56.0 65.0 73.0
Current Account Balance -212.1 -216.3 =209.7 -218.1
Private Long Term Capital, Net 75.0 80.0 85.0 90.0
Public Long Term Capital, Net 91.5 82.3 89.3 94.4
Other Capital, Net - 33.7 - 13.9 8.0 8.0
Capital Account Balance 132.8 148.4 182.3 192.4
Additions (=) to Reserves
Desired (Related to
Increased M) - 23.2 - 15.7 - 16.7 - 21.6
Overall Surplus (Deficit:-) -102.5 - 83.6 = 44,1 - 47.3
Additional Financing Required 102.5 83.6 44,1 47.3
Of which:-
IMF 24.2 29.0 5.8 -
IBRD 26.9 - - -
Probable Program Loans 16.3 11.0 10.8 -
Unidentified (Gross) 35.1 43.6 27.5 47.3
Reduction in Reserves 9.3 10.0 - -
Unidentified (Net) 25.8 33.6 27.5 47.3
Unidentified (Net)
Expressed in US$ 68.6 89.4 73.2 125.8

Source: GOK: Sessional Paper No. 4 of 1980, p. 32.

Note: *Exchange rate calculated at 1KE = 2.66 US$



Table 3

Kenya: Projected Changes in Export of Goods
and Non-Factor Services, 1978-1983

%978 1979 1980 1981 1983 1983
Coffee ,
Price (K£/ton) 1,461 1,439 1,500 1,500 1,450 1,450
Volume (ton) 85,405 76,648 80,000 84,000 95,000 102,000
Value (K£ million) 124.7 110.3 120.0 126.0 137.8 147.9
Tea
Price (Kfton) 746 683 725 725 750 750
Volume 84,735 91,068 93,000 100,000 103,000 108,000
Value (K£ million) 63.2 62.2 67.4 72.5 77.2 83.7
Petroleum Products
Price (Kfton) _ 21.0 30.0 7.0 7.0 7.0
Volume (ton) -20.0 8.0 6.0 5.0 5.0
Value (K£ million) 39.6 38.4 53.9 61.1 68.6 77.1
Other Goods
Price % 5.0 7.0 6.0 6.0 6.0
Volume 7 -3.2 6.0 6.0 7.0 8.0
Value (K& million) 139.0 141.1 160.0 179.8 203.9 233.4
Total Goods 366.5 352.0 401.3 439.4 487.5 542.1
Non Factor Services
Value (£ million) 200.3 199.6 239.5 272.2 310.4 352.6
Total Goods and Non
Factor Services
Value (K€ million) 566.9 551.6 640.8 711.6 797.9 894.7
Prices % 3.5 13.4 - 3.8 4.6
Volume % -6.0 2.4 10.9 8.0 7.3
Value 7 ’ =2.7 16.2 11.0 12.1 12.1

Source: GOK-Ministry of Finance and Planning, provisional data.

Note: Projections based on partially revised data for 1978. Provisional
data for 1979 indicate that export projections have been somewhat
underestimated. :



Table 4

Kenya: Projected Changes in Imports of Goods
and Non-Factor Services, 1978-1983

1978 1979 1980 1981 1982 1983
Crude Petroleum
Prices % 25.0 / 35.5 8.0 7.0 7.0
Volume % =9.0 4.0 4.0 4.0 4.0
Value (K£ million) 88.0 106.5 150.1 . 168.6 +87.6 208.8
Petroleum Products
Prices % 21.0 30.0 7.0 - 7.0 7.0
Volume % -39.0 4.0 4.0 2.0 2.0
Value (K€ million) 24.0 17.9 24,2 26.9 29.4 32.1
Other Goods
Prices 7 12.9 9.3 6.3 4.8 7.2
Volume 7% =23.5 5.1 2.1 3.7 3.7
Value (Xf million) 611.3 613.9 736.7 610.5 663.6 737.7
Total Goods 723.3 613.9 736.7 806.5 880.6 978.6
Non Factor Services
Value (K£ million) 64,1 71.3 81.6 90.6 100.90 110.2
Tota’ Goeds and Non
Factor Services
Value (K€ milliomn) 787 .4 685.2 818.3 896.9 980.6 1,088.8
Price % 11.9 13.6 6.7 5.3 7.0
Volume 7% -22.2 2.2 2.7 3.8 3.8
Value % -13.0 19.4 9.6 9.3 11.0
Source: GOK-Ministry of Finance and Planning.
Note: Projections based on partially revised data for 1978. Provisional

data for 1979 indicate that import projections have been underestimated
to a greater degree than the export projections in the previous table.
Overall, the deficit in the Resource Balance during 1979-83 has in all
likelihood been underestimated.



Table 5

Kenya: Balance of Payments, 1972-79
(Millions of Kenya Pounds)

1

1972 1973 1974 1975 1976 1977 1978 1979%

\

586.5 786.8 734.4

) 459.1
Imports of Goods and NFS 214.2 253.0 431.2 412.1 b
Exports of Goods and NFS 194.2 239.4  351.3 354.5 469.5 645.1 ;gé.; ai;g.g
Resource Balance -20,0 -13.6 = 79.9 =57.6 10.4 58.6 - . .
Investment Income, Net  =12.3 =35.7 - 36.1 =35.4 =57.5 -63.; - 53.2 - 43-%
Other Factor Income, Net = 5.7 =53 = 2.9 =9.4 «10.9 = 9, . .
8 6.9 18.5 6.1 27.5 39.8 37.4

Transfers, Net 13.6 7. ) ) 11.4 =252.5 -178.3
Current Account Balance =24.4 =46.8 =112.0 -83.9 -51.9 . . .
Private Long Term -

Capital, Net 15.3 31.3 41.6 14,7 62.3 48.0 76.4 80.7
Public Long TErm -

Capital, Net 15.3 16.8 29.4 42,7 28.4  35.9 84.0 100.3
Other Capital, Net 2.2 5.0 14.8 11.5 - 2.1 18.5 10.6 69.9
Capital Account Balance 32.8 53.1 85.8 68.9 88.6 102.4 171.0 250.9
Overall Surplus

(Deficit:~) 8.4 6.3 =26.2 =15.0 36.7 113.8 - 81.5 72.6
Net Debits with IMF

(Credits:=) 0.0 .2 -25.4 -18,1 - 8.3 22,7 - 3,0 3.9
Other Changes in Assets

(Decrease:=) 9.0 -10.7 = 5.0 1.2 43.9 90.0 = 74.6 66.7
Errors and Omissions - .5 - 4.6 4.2 1.9 1.1 1.1 - 3.9 2.0

Source: Ministry of Finance Planning
Economic Survey, 1975-1980 inclusive.

Note: #1979 - provisional., Data for all other years are as revised
and presented in the most recent editions of the Economic Survey

Data for all years have been adapted to fit a common simplified
format.




Table 6

Kenya: Foreign Exchange Reserves =- 1972-1979
~ (Million Kenya Pounds)

Foreign Exchaﬁge ;Net Use - Net Exchange
Reserves of Central of IMF Foreign Rate US$
End Of Monetary Authorities Fund Credit¥* Exchange Per K€
1972 66373 4664 71037 2.80
1973 76297 - 511l 81408 2.86
1974 68799 ~14013 54786 2.80
1975 70555 ~33109 37446 2,72
1976 113997 -41070 72927 2.39
1977 208591 -23015 185576 2.42
1978 ces v . 2,59
Mar 203709 ~23015 180694
Jun 176915 -23015 153900 cae
Sep 149084 ~21868 127216
uec 133328 ~-25256 108072 e
1979 o . cas 2.6h6
Mar 140819 -32888 107931
Jun 173340 ~-32888 140452 oo
Sep 225569 -52980 172589 ‘e
Dec 234540 -52980 181560

Source: Ministry of Finance and Planning,
Economic Surveys, 1977, 1979, 1980

*Figuras in minus indicate use of Fund Credit
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Table 8

Export and Import Price Indices; and

External Terms of Trade, 1972-1979

All Items - 1972=100

Non-011 Ttems - 1972=100

Export Import Terms of Export Import Terms of
Prices Prices Trade _ Prices Prices Trade
1972 100 100 100 100 - 100 100
1973 115 119 97 116 120 97
1974 152 178 85 139 158 88
1975 175 225 78 150 194 77
1976 238 261 91 214 225 95
1977 337 281 120 321 245 131
1978 287 279 103 264 248 106
1979 306 323 35 266 275 97
Kenya: Export and Import Cuantum Indices; and
Purchasing Pow2r of Exports, 1972-1979
All Items -~ 1972=100 Non-01il Items - 1972=100 )
Export Import Purchasing Export Import Purchasing
Quantum Quantum Power of Export Quantum Quantum Power of Exports
1672 100 100 100 100 100 100
1973 117 97 113 120 98 116
1974 111 109 94 113 108 99
1975 101 2 79 104 78 80
1876 107 79 7 112 76 106
1977 111 9% 133 114 96 149
1978 103 120 106 108 124 114
1979 109 78 104 115 75 112
Source Ministry of Finance and Planning; Economic Survevs, 1977, 1978, 198&0.
Niote: 1979 figures converted from base year 1976 to base year 1972.
Purchasing Power of Exports calculatad as the the product of the Export Quantum
Index and the External Terms of Trade.



Table 9

Kenya: Export and Import Quantum Indices
By Category, 1972-1979

Exports - 1972=100

1973 1974 1975 1976 1977 1978 1979

1. Food and live animals 117 102 100 116 134 130 133
2., Beverages and tobacco 125 93 62 66 102 79 85
3. Crude materials inedible 112 133 120 122 104 99 114
4. Mineral fuels 103 102 94 92 98 82 74
5. Animal and vegetable -

cils and fats 165 152 133 192 48 24 33
6. Chemicals 123 130 91 87 74 77 65
7. Manufactured goods 121 105 103 102 75 69 67

8. Machinery and
transport equipment 170 176 143 147 78 68 61

9, Miscellaneous manu-
factured articles 120 167 90 69 54 52 55

Imports - 1972=100

1. Food and live animals 87 89 37 39 45 67 54
2. Beverages and tobacco 82 137 95 139 80 138 149
3. Crude materials inedible 119 171 103 108 162 111 101
4, Mineral fuels 94 114 100 92 96 98 99
5. Animal and vegetable

oils and fats 116 144 96 146 132 161 148
6. Chemicals 100 129 71 62 90 96 75
7. Manufactured goods 107 119 69 78 90 100 86

8. Machinery and

transpert equipment 92 94 57 81 100 171 122
§, Miscellaneous manu-
factured articles 94 89 73 83 89 Q3 92

Source: Ministry of Finance and Planning Economic Survevs, 1977, 1978, 1979, 1980.




Table 10

Kenya: Export and Import Price Indices
By Category, 1972-~1979

Exports - 1972=100

1973 1974 1975 1976 1977 1978 1979

(-

. Food and live animals 110 131 137 224 375 276 263
2. Beverages and tobacco 98 80 116 145 139 165 156

3., Crude Materials inedible 141 184 160 180 202 220 229

4, Mineral fuels 108 230 322 387 ’434 436 559
5. Animal and vegetable

oils and fats 114 174 227 262 272 332 353
6. Chemicals 115 126 163 205 216 197 275
7. Manufactured goods 118 134 183 219 280 305 325

8. Machinery and
transport equipment 114 131 166 211 253 269 315

9, Miscellaneous manu-
factured articles 129 1

i

0 148 208 258 261 271

Imports - 1972=100

1. Feood and live animals 124 126 238 238 208 205 181
2. Beverages and Tobacco 108 116 147 168 193 219 21

3. Crude Materials inedible 101 109 137 178 177 219 214

4, Mineral fuels 113 339 452 534 575 568 697
5. Animal and vegetable

oils and fats 115 158 212 19¢ 270 259 277
6. Chemicals 134 208 276 342 341 346 456
7. Manufactured goods 122 174 192 205 223 243 259
8, Machinery and

transport cquipment 115 141 172 219 250 238 264
9, HMiscellanecus manu-

factured articles 118 166 189 195 214 237 239

Source: Ministry of Finance and Planning Economic Survevs, 1977, 1978, 1379, 19&0.




Table 11

Eenya: Total Imports By Broad Econemic

Category, 1972-79
(Million Kenya Pounds)

—

1972 1973 1974 1975 1976 1977 1978 - 1979.

Food and Beverages 19,494 21,813 25,395 21,393 26,310 27,459 38,503 32,900
Primary 4,951 4,932 4,675 6,609 2,786 4,977 . -11,729 9,868
For Industry 2,455 4,815 2,654 4,712 393 2,894 7,245 3,138
For Household Consumption - 2,496 2,117 2,021 1,879 2,393 2,083 4,484 6,730
Processed 14,543 14,881 20,720 14,734 23,534 22,482 26,774 23,031
For Industry 3,883 4,692 7,806 8,925 11,379 14,575 16,937 14,262
For Household Consumption 10,660 10,189 12,914 5,859 12,145 7,907 ™ 9,837 8,769

Industrial Supplies (Non-Food) 68,506 88,978 f33.094 105,007 124,011 160,780 179,812 179,849
Primary 5,114 5,360 9,281 7,734 11,488 13,147 . 13,350 7,731
Processed 63,392 83,618 143,813 97,273 112,523 147,633 166,462 172,118

Fuels and Lubricanta 20,903 22,321 81,565 95,805 103,884 117,147 117,778 146,798
Primary 14,,816 16,708 67,465 87,242 94,159 101,007 93,861 120,934
Processed 6,087 5,609 14,1c0 8,563 9,725 16,140 23,917 25,864
Hotor Spirit . 1,270 1,079 2,200 -1,0C6 796 2,652 5,000 5,538
Other 4,817 4,530 11,900 7,557 8,929 13,488 18,917 20,326

Machinery and Other Capital Equipment 37,797 42,728 43,028 61,660 75,521 103,006 141,074 125,036
Machinery and other Capital Equipment 34,500 39,580 38,918 56,307 63,259 91,439 126,052 94,151
Parts and Accessories 3,297 3,148 4,110 5,353 8,262 11,567 15,022 30,885

. .

Transport Equipment ) 28,290 27,641 464,373 46,789 44,116 76,054 126,652 95,688
Passoenger Motor Vehicles 5,967 4,760 ~ 9,495 6,230 8,410 12,412 20,182 11,173
Cthar 9,704 9,135 12,652 19,072 16,955 38,502 63,706 58,666
Industrial : 9,481 8,985 12,393 18,836 16,618 38,059 62,735 57,574
Non-Industrial 223 150 259 . 236 337 443 971 1,092
Parts and Accessories 12,619 13,746 22,226 21,437 18,751 25,140 42,764 25,850

Consumer Goods not elsewhere specified 21,706 24,617 35,304 31,273 35,219 46,355 55,299 38,786
Durable 4,571 5,385 7,179 5,277 7,009 9,034 12,365 8,313
Semi-Durable 9,098 9,924 15,657 12,989 16,578 21,431 21,202 11,956
Non-Durable 8,037 9,309 12,468 13,007 11,632 15,890 21,732 18,517

Goeds not elsewhere specified 1,153 456 1,116 559 9316 644 2,007 647

Total 197,851 228,552 383,875 362,536 406,997 531,446 661,125, 619,704

Percentage Shares

Food and Beverages 9.8 9.5 6.6 5.9 6.5 5.2 5.8 5.3
Industrial Supplies (Non-Food) 34.6 38.9 39.9 29.0 30.5 30.3 27.2 29.0
Fuels and Lubricants 10.6 9.8 21.2 26.4 25.5 22.0 17.8 23.7
Machinery and other Capital Equipment 19.1 18.7 11.2 17.0 17.8 19.4 21.3 20.2
Transport Equipment 14.3 12.1 11.6 12.9 0.8 14.3 19.2 15.4
Consumer Goods not elsewhere specified 11.0 10.8 9.2 8.6 8.7 8.7 8.4 6.3
Goods not elsewhere spcified 0.6 0.2 0.3 0.2 0.2 0.1 0.3 0.1

Total 100.0 100.0 16C.0 100.0 100.0 100.0 100.0 160.0

Source: Ministry of Fianance and Plaoning, Economic Survevs, 1977 and 1980.




Food and Beverages
Prinary
For Indusctry
For Houschold Consumption
Processed
For Industry
For Household Consumption

Industrial Supplies (MNon-Food)

Primary
Processed

Fuel and Lubricants
Primary
Processed
Motor Spirit
Other

Machinery and other Capital Equipment
fachinery and cther Capital Fguipzent
Parts and Acces3Sories

Transport Equipment
Passenger Motor Vehicles
Other
Industrial
Non-Industrial
Parts and Accessories

Consuzmer Goods not elsewhere specified
Durable
Scmi-Durable
Non-Durable

Gocods not elsewhere specified

Total

Foed and Beverages
Industrial Supplies
Fuel and Lubricants
Machinery and other
Transport Equipneent
Consumer Gonds not elsewherc specified
Goods not elsewvhere specified

{Non~Food)

Capital Equirment

Total
Source:Ministry of Finance and Planniang,

Note: Excludes re-exports

Tablas 12

Xenya: Total Exports By Broad
__Category, 1972-79

Economic

(Million Kenya Pounds)

1972 1973

1975 1975

222 2200 _ 1977 1978 1979
62,679 74,983 €3,028 82,417 159,586 315,102 217,688 216,643
48,951 59,912 67,328 67,676 135,873 289,158 198,338 186,248
26,906 37,310 40,532 36,278 . 95,926 206,258 126,025 116,555
22,045. 22,602 26,796 31,1398 39,947 82,901 72,313 69,693
13,728 15,071 15,700 14,741 23,713 025,943 19,350 30,394
1,051 ' 1,970 2,275 2,395 2,805 S 2,117 711 8,673
12,677 13,101 13,425 12,346 20,908 23,826 18,639 21,721
“

32,919 56,651 75,415 65,196 78,480 64,790 65,973 73,793
14,952 28,630 36,888 30,617 34,836 27,911 30,182 31,278
17,967 28,021 38,527 14,579 43,644 36,879 . 35,792 42,515
19,451 21,673 46,035 58,957 69,730 83,198 68,985 77,172
69 88 98 268 323 220 215 14
19,382 21,585 45,937 58,689 69,407 82,978 + 68,771 77,158
2,902 3,317 6,027 8,246 8,966 13,578 10,1390 23,994
16,480 18,268 39,910 50,443 60,441 69,400 58,381 $3,164
1,930 3,272 5,390 5,303 6,589 1,228 1,489 1,509
1,807 2,934 4,710 4,338 5,319 1,162 1,450 1,286
123 , 338 680 905 1,270 + 66 39 223
1,946 4,026 4,199 4,190 4,605 *999 965 1,079

50 156 196 460 484 - - -
245 322 1,057 1,570 1,283 492 448 631
245 318 1,053 1,467 1,269 488 443 604
- 4 4 103 14 4 5 27
1,651 3,548 2,946 2,160 2,238 507 518 449
8,732 13,657 14,473 14,092 16,712 14,627 14,615 15,060
264 582 595 528 762 346 510 601
2,932 4,861 4,400 3,279 3,925 4,113 5,414 4,151
5,536 8,214 9,478 10,285 12,025 10,168 8,691 10,308
190 157 223 200 293 314 250 272
127,848 174,420 228,763 230,356 335,395 480,259 369,695 385,528

Percentize Snarcs

£9.1 3.0 36.3 35.8 47.56 65.6 58.8 556.2
25.8 32.5 13.0 28.3 23.4 13.5 17.8 19.1
15.2 12.4 20.1 25.6 20.3 17.3 18.6 20.0
1.5 1.9 2.4 2.3 2.0 0.3 0.4 0.4
1.5 2.3 1.8 1.8 1.1 0.2 0.3 0.3
6.8 7.8 6.3 6.1 5.0 3.0 40 3.9
0.1 1.0 0.1 0.1 0.1 0.1 0.1 0.1
100.0 100.0 160.0 1¢0.0 100.0 100.90 103.0 160.0

Economic Surveys, 1277 and 1980.




Table 13

Kenya: Value, Volume and Prices of

Main Exports, 1972-79

1972 1973 1974 1975 1976 1977 1978 1979

(Value in Million Kenyan Pounds)
Coffee, unroasted 24.8 35.8 38.4 35.2 93.3 204.4 124.7 110.6
Petroleum Products 15.3 16.1 38.0 48.7 56.9 72.4 60,2 68.0
Tea 16.5 17.0 19.4 22.9 31.8 71.8 63.2 62.8
Hides and Skins 3.8 5.2 A 5.4 8.6 8.0 9.8 13.8
Pineapples, canned 0.9 1.5 1.4 3.6 7.0 10.5 9.6 9.3
Cement 2.7 2.7 4.5 6.0 8.1 - 8.6 9.0 8.3
Soda Ash 2.0 2.9 2.1 2.4 3.0 2.7 3.7 5.6
Pyrethrum Extract 3.8 2.9 4.6 3.5 5.7 5.0 4,1 5.5
Sisal 2.1 4.8 17.0 7.4 4,2 4.1 4.0 4.8
Meat and Products 5.2 3.9 4.7 5.1 8.4 7.6 2.7 2.7

(Volume in Thousand Metric Tons)
Coffee, unroasted 63.1 75.3 71.7 67.6 77.6 94.3 85.4 78.8
Petroleum Products#* 1.9 1.9 1.8 1.8 1.6 1.6 1.4 1.2
Tea 47.3 51.5 49.6 52.6 59.3 70.2 85.0 94.0
Hides and Skins 10.5 8.2 9.1 11.9 14.2 11.4 10.9 13.1
Pineapples, canned 9.8 13.4 8.7 20.0 29.9 45.3 42.1 41.0
Cement 469 449 531 549 628 662 610 510
Soda Ash 150 205 140 81 101 102 161 216
Pyrethrum Extract .5 b .5 .3 .5 A .3 .4
Sisal 38.8 44,9 72,1 42.7 29.4 24.9  26.7 26.0
Meat and Products 11.0 6.7 6.8 8.3 9,8 9.3 3.0 2.6

(*Billion litres)

(Value in Kenya Shillings per Unit)

Coffee, unroasted kg. 7.8 9.5 10.7 10.4 24.1 43,3 29.2 28.6
Petroleum Products

1000 1t. 165.2 172.8 425.8 636.8 736.6 866.2 860.9 1159.5
Tea kg. 7.0 6.6 7.8 8.7 10.7 20.4 14.9 13.4
Hides and Skins kg. 7.2 12.6 9.8 9.1 12.1 14.1 18.0 21.1
Pineapples, canned kg. 1.9 2.2 3.3 3.5 4,7 4.6 4.6 4.5
Cement mt. 105.5 122.2 171.3 218.7 256.8 258.8 295.3 327.2
Soda Ash mt., 267.4 279.4 387.4 601.3 599.8 525.0 459.0 515.3
Pyrethrum Extract kg. 184.5 163.8 192.0 223.3 225.9 238.2 312.7 281.8
Sisal kg. 1.07 2.13 4,71 3.34 2,85 3.30 3.03 3.73
Meat and Products kg. 9.6 11.9 11.5 12.6 17.2 16.3 18.0 20.3

Source: Ministry of Finance and Planning,
Economic Survey 1980; Statistical
Abstracts, 1977, 1978 and 1979.




Australia
Austria
Belgium
Canada
Denmark
Finland
France

Germany, W.

Greece
Hong Kong
India
Israel
Italy
Japan
Korea, S.

Netherlands

Norway
Rumania
Spain
Sweden

Switzerland

Uganda

United Kingdom
United States

Zambia

Other

Total

Source:

Table 14

Kenya: Imports of Fertilizer By Country, 1975-79

(Kenya Shillings)

1975 1976 . 1977 1978 1979
- - - 2709043 -
349186 10543375 - - 429421
22010443 12483176 9517758 28266846 7284990
40851565 54590 - - -
- - - - - 15478414
- 14572265 5410905 - ’ -
15868174 2634591 3689876 . 363588 - 870346
15489903 2487455 53577651 25054998 39627710
- - 7063355 - -
- - 6009 349 2335
5625135 2119833 1685955 4057231 3100648
41678448 — - 21146473 18950830 9168992
- - 6398571 - 9020421
- - - - 17066655
2823772 520106 13942854 22771874 88461
- - - - 310792
- - 5490778 8088718 -
- 13187251 - 11298601 -
- - - - 89213
- 15252438 27862877 5696693 194729
- - 160000 351005 -
34252161 16640469 2559751 29911397 4055803
18719465 13998940 24265071 42714450 9975
38121 3394 - - -
- - 6687200 - -
223120327 104497883 189467084 200235623 106795305

1975 and 1979, Working Documents.

Ministry of Finance and Planning: 1976-78, Annual Trade Reports;




Table 15

Kenya: Value of Fertilizer Imports by Type, 1975-79

(Kenya Shillings)

1975

1976

1975 977 w8 11
Sulphate of Ammonia 24172670 7211 13158324 19953761 13126838
Ammon.ium

Sulphate Nitrate 13688247 3879502 33958812 18846576 3128043
Urea 1576 1256 78111 752705 -
Calcium Ammonium

Nitrate 20039981 1219506 19003918 16359456 17456055
Ammonium Nitrate 440698 865345 56769 3247710 3903273
Other Nitrogeneous 29385226 15540595 36131736 31734234 19616152
Single Super t

Phosphate 4762359 27185034 10117238 9162740 2624574
Double and Triple :

Super Phosphate 15666202 12154695 27563767 11527063 2012292
Other Phosphatic 40851088 627694 894300 95841 14679958
Muriate of Potash 579407 3043713 679388 1511925 560419
Sulphate of Potash 247977 1912351 960631 12722419 -
Other Potassic 273858 228434 8610791 - 131701
Ammonium Phosphate 30203249 15252438 22007858 17835642 145427
Other 42807789 22580100 16245441 56485551 29610573

Total 223120327 104497883 189467084 200235623 106795305

Source: Ministry of Finance and Planning: 1976-78, Annual Trade Revnorts;
1975 and 1979, Working Documents.




Table 16

Ker-ra: Volume of Fertilizer Imports, By Type, 1975-1979

(Metric Tons)

175 1976 1977 1978 1979
Sulphate of Ammonia 13534 2 14989 21701 9354
Ammonium _

Sulphate-Nitrate 7291 4560 32220 17479 2000
Urea - - 22 500 -
Calcium Ammonium

litrate 14000 1001 17737 15517 13317
Anmonium Nitrate 155 299 20 965 2188
Other Nitrogenous 9375 14242 23213 22008 11515
Single Super

Phosphates 5005 19995 10160 10438 2000
Double and Triple

Super Phosphates 5000 10000 22815 9137 1000
Other Phosphatic 16500 254 525 50 8455
Muriate of Potash 414 2549 750 1502 1
Sulphate of Potash 150 1227 738 9250 -
Other Potassic 120 144 5850 - 90
Ammonium Phosphate 14340 10980 15258 11000 10
Other 17960 14574 11651 35632 10823

Total 103884 79827 155948 155179 60735

Source: Ministry of Finance and Planning:
1976-78, Arnual Trade Reports;
1975 and 1579, Working Documents.
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1. Examination of Nature, Scope, and Magnitude of
Environmental Impacts

A. Project Description

This project proposes to provide a commodity import
grant of 20 million US dollars to the Government of Kenya from
Economic Support Funds to be obligated in FY 1980. The
primary purpose of the grant is to provide for basic
balance of payments and budgetary assistance while financiny
imports of high priority agricultural inputs. Fertilizer has
been identified as the commodity most appropriate for
achieving significant impact on agricultural output. Local
currency generations from the sales of fertilizers will
be deposited in a special account to be established in the
Central Bank of Kenya. Disbursements from this account
will be made for jointly agreed activities in support of
programs to increase agricultural production, manpower
development, and/or Administrative uses of the U.S.
Government.

Foreign exchange and budgetary imbalances have
emerged as key constraints limiting Kenya's growth to
unacceptable levels, and restricting the governments'
ability to carry out important social policies and planned
structural reforms. The purchasing power of Kenya's exports
has grown by only 4 percent since 1972, the last full
vear before the OPEC-induced o0il crisis. Restricted imports
of capital eguipment, of reguired inputs (including fuels),
and of consumer goods have resulted in reduced capacity
utilization, lowered output, anc decreased tax revenues.
Increased balance of payments deficits are projected
through 1983 with peak ceficits in 1980 and 1981.
Government budcet deficits will peak in fiscal year 1980/81.
Expenditures under Kenya's current Five Year Plan have
been reduced in each of the forward government budgets
through 1983, More than two-thirds of the overall budget
cuts have come from the Development Account, and planned
development expenditures have been reduced by some 18
percent overall. Projections of per capita GDP growth
have been revised downward to 1.5 percent per annum from a
planned level of 2.4 percent. The revised estimates are
themselves based on levels of government expanditures, and
foreign exchange availability which will not be attained
without increases in overall external assistance of which
the proposed U.S. program grant frems an important part.



Kenya imports virtually all of its manufactured
fertilizer requirements, an amount that exceeded 160,000 MT
in 1979/80, and which represented over 37 million dollars in
foreign exchange, Through a series of short term programs,
67,000 MT of fertilizer were supplied by three external donors
in 1979/80. None of the current programs, however, will '
extend into fertilizer year 1980/8l. The proposed AID
grant of 20 million US dollars will permit import of
approximately 55,000 MT of fertilizer at current market
prices, depending on the portion of each type ultimately
delivered. If the full amount were programmed during 1980/81,
AID-supplied fertilizers would then replace 80 percent of
the gap in concessionally-financed fertilizer needs that
will not be filled by other donor programs. The AID
contribution to overall fertilizer supplies would be
approximately 25 percent. ‘

B. Identification and Evaluation of Environmental Impacts
The impact of this program on the environment is
likely to be slight. Since the proceeds of the grant will
not be used for the purpose of carrying out a specifically
identifiable prcject or series of activities, an Environmental
Assessment or Environmental Impact Statement is not required.
Balar.ce of payments and budgetary assistance provide funds
that are essentially fungible within the limits of the basic
agreement between the two governments. Funds provided by
the proposed agrant have been programmed to finance purchase
of fertilizer imports within the limits of quantities and types
projected for government licensing in 1980/81. To the
extent that provision by AID of necessary foreign exchange
will guarantee the delivery of required fertilizer imputs,
overall fertilizer usage may be greater in 1980/81 than
would otherwise have been the case.

The environmental impact of any potential increase in
fertilizer usage would be related primarily to changes in
soil character, and in the chemical and possibly, biological
state of water. In general, Kenya soils are normally
deficient in nitrogen ané phosphates while potassium is
generally well supplied. The phosphate and nitrogen/phosphate
formulations proposed foix financing under the 1980
Commodity Import Grant are of the specific types being
recommended primarily for application to maize, wheat,
barley and other food crops. When applied to crops, such
fertilizers are capable of causing changes which may be
adverse, beneficial or of no significant consequence.
Improper use by inexperienced handlers and farmers is a
possibility for limited guantities of fertilizer. For the
most part, however, fertilizer will be obtained by established
farmers who have used them previously, and there is no
indication that cases of negative impact would be

extensive or permanent. .In general, applicitions of :
fertilizers will increase vields per hecta e which are very low.
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The use of fertilizer will thus have a significant beneficial
effect on the welfare of farm households with a low
probability of adverse effects on the land.

Overuse of phosphate and nitrogen/phosphate complexes
poses the possibility of negative effects on water quality.
The permissible criterion for nitrates (determined as
nitrogen) in public drinking water is 10 milligrams ver
liter. Satisfactory records are not available on the
nitrate content of drinking waters, nor are we aware of any
evidence of the incidence of hemoglobinemia, the dlsease
caused by high nitrates.

Overuse of nitrates and phosphates may also contribute
to over-growth of objectionalble plant forms in lakes and
other standing bodies of water. In general, overall
fertilizer use in Kenya is quite low, averaging 25 kilograms
per hectare of cropped land in 1976. Comparable natiornal
averages for other East African countries in 1976 range
from less than .5 kg/ha in Ugande, *o 63 kg/ha in Zimbabwe,
and to 269 kg/ha in Mauritius. A list of comparable 1976
figurcs (in kg/ha) for important developing countries
ocoutside the region might include the followi. ,: Brazil (63);
China (49}); Colombia (48); Egypt (210); India (20);

Mexico {42); Philippines (34); South Korea (287); Taiwan (776).
While conditions among countries vary widely, it is clear

that Kenya falls nearer to the bottom than to the top of

the list of major developing countries in terms of comparative
fertilizer use.

It is also clear tnat fertilizer application in Kenya
has become more exact as the result of increased efforts
by government extension agents, and by the Kenya Farmers
Association. Moreover, the cost of fertilizer in Kenya
has incireased rapidly since the o0il crisis of 1973. Between
1972 and 1979, the index of fertilizer prices has increased
by over 340 percent, whilz the index of fertilizer usage
in the same period de - lined by some 7 percent According
to the 1574/75 Integrated Rural Survey, farmers with holdings
of 20 hectares or less averaged fertilizer use of 24.7 shillings
(less than $3.5vu) per hectare of cropped land. Average use
ranged Irom approximately $11 per hectare in Rift Valley
Province to $.11 per hectare in the Coast Province. The
average dockside price of imported fertilizer in 1974
was over $.22 per kilo so that average usage by small
farmers even in the Rift Valley would not have exceeded
50 kg/ha., (ignoring internal distribution costs). While
small farmers are least likely to be aware of correct
technical procedures and application rates, they are also
less likxely to be able to afford or to have access to large
amounts of fertilizers.
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Ironically, much less is known about fertilizer use on
large farms (20 ha, or more) since such farms were not
included in the last coirpleted Integrated Rural Survey.

In 1974/75 such large farms woa:ld have accounted for
approximately 44 percent of land in farm holdings; for more
than half of marketed farm production; and for three-quarters
of fertilizer purchases. While such large farms clearly
had higher overall rates of fertilizer use, it is just such
large-scale farmers who have greatest access to correct
technical advice and who are most likely to seek to
optimize rather than to maximize rates of fertilizer
application.

Overall, the beneficial effects of Kenya's relatively
low rate of fertilizer application is likely to far outweigh
potential and unproved adverse effects. Required fertilizer
imports of specific types will be assured by the 1980
CIP, but import of quantities and types beyond those
already projec. :d for licencing by government are not
contemplated. Thre Commodity Import Grant will have its
effects primarily through improvements in the balance of
payments and through increases in devclopment revenues
available to government in agreed-upon areas. Such effects,
though important in underwriting significaat and ongoing
structural adjustments in the Kenyan economy, are generalized
rather than specific and affect the overall environment in
a manner that is primarily indirect.

TI. Reccmmended Environmental Action

In accordance with AID Raegulation 16, paragraphs 216-2(f)
and (g), it has been determined that a negative determination
is apprcpriate regarding the environmental impact of this
grant. As the procceds of the grant will not be used for
the purpose of carrying out a specifically identifiable
project or series of activities, an Environmental Assessment
or Environmental Impact Statement is not required.



IMPACT YDENTIFICATION AND EVALUATION FORM

Impact Areas and Sub-~areas

A.

P

1. Physical state of water

LAND USE

1. Changing the character of the land through:

a. Increasing the population

Impact
Identification
and
Evaluation

=

b. Extracting natural resources

c. Land clearing

d. Changing soil character

—_—

2. Altering natural character

3. Foreclosing import uses

2 |2 0 |2 (<

4., Jeopardizing man or his works

1

5. Traffic access

zZ =

6. Land use planning

/7. Squatter, other development

2 |1

WATER QUALITY

2. Chemical and biological states

3. Ecological balance

ATMOSPHERIC

1. Air additives

N

2. Air pollution

3. Noise pollution




D. NATURAL RESOURCES
1. Diversion, altered use of water N
2. Irreversible, inefficient commitments N
3. Wildlife N
E. CULTURAL
1. Altering physical symbols N
2. Dilution of cultural traditions N
F. SOCIOECONOMIC
1. Changes in economic/employment patterns N
2. Changes in population H
3. Changes in cultural patterns N
4. Dislocation and relocation of area residents N
5. Support facilities N
G. HEALTH
1. Changing a natural environment N
2. Eliminating an ecosystem element N
3. New pathways for disease vectors N
4, Safety provisions N
H. GENERAL
1. International irpacts N
2. Controversial impacts N
3. Larger program impacts N
4. Aesthetics N
N - No environmental impact L - Little environmental impaég
M - lioderats enviromental impact

U - Unknovn environmental impact

H - High environmental impact




Annex C

APPLICATTION FOR PROGRAMME LOLK

Application is hereby made by the Government of the
Republic of Xenya Lo the Unitud States of America for a
Programmo Loan of K&£7 million.*®

Tho juztification for thiu application is basad oﬁ the
balance of paynonts problems Kenya is faecing &t present and
in future. Kenya's balanco of paymente has deterioratad
sericusnly in recent vears and is likely to remain in o gtate
of deficit for soveral years to come. These difficultics can
be attributed to a number of concurrent evcnts largely
beyond the nation's control. Theso include:

(1) Tho sharp fall in coffece prices accompanicd by
bad weathor which have reducoed coffee export value fron KﬁlZ&.?
million in 1978 to K& 110.3 million in 19795 coffee crruings
aro cxpacted to ramain low throughout the reacssions just

now begirning in tho industrialized naticnsg

(2) "The need to refurbish port, railway and teclecomnuni-
cations facilities following tha brealt up of East Africsan

Comvon Servicces Organisations;

{3) The need to strungitcn our defence posture in tho
face of growing uncertenities on mrany of Kenya®s kardsars in

recent years;

(4) The increase in debt rervicing chargec which are
nov growing very rapidly (by approximately 50 per cent betwecon
1979780 end 1986/31);

{5) The rising valuo of imports of pelroleum products
which 1in 1979 will amount to over KE£ 124 million or over

20 per cent of total goods imported.

* Egquivalent to U3 § 18.2 millien




Ono cdﬁhequenco of theso adverse effeccts on Kenya's
balance of payments is a sharp reduction in Kenya's rate of
growth., In contraast to the 6.3 por cont growth establishoed
in tho Development Pian (publisghed in March 1979) even the

revised targat of 5.4 per cent now seems cptimistic. Given

a rate of pdpulntion growtl: of 3.9 per cent, there is

little scope for improving standards of living over ihg

curront plan period without substantial additional aspistance

from frlendly countries. -

—. - -

In anticipation of the balance of payments problem,
the Goverument has taken several measures which will in the
long term bring balance of payments in equilibrium, These
include agricultufal, industrial, trade-and tariff policies.
The impact of these measures will, however, take time to be
felt. 1In the chort-term, the policy changes and the pattarn
of public gector expenditures né outlined in the 4th Development
Plan, are unable to reduce the balance of payments deficit

substantially. In order mot to lower the planned growth of

the economy to an unacceptable low rate, it has become

necensary for Kenya to seek balance of payments support from
the donors,

* Several governments and mu]tilatlal agencies have ]
responded sympathetically to Kenya's requentsa for bnlnnce of
payments assistance. Discussions with the IMF were initiated
in June, 1979 and it seems rcasonable to expect that a stand-by
arrangement for KL 59 million will be concluded; discussions
with IZi!D have been finalized for K£26.9 million; the
Netherlands has agreed to provide KL£7 millionj; a request
for K£ 22.6 million is being considered by the U.K.; and
other sources may also come to Kenyal!s assistance. As some
of the bilateral arrangements represent transfers of project
lending to programme lending, the net balance of paymecnts
support is in these caves estimated to amount to 50 per cent of
the gross loans. In addition Xenya has negotiated a Euro-cradit

loan on commecrcial terms and has drawn K£37.2 million in 1979;
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The additiqnal finance estimated to be roquired are set
out below in K& million:

i 1980. 1981 1982 1983
Additional finance required ~ 102.5 ' 83.6 44,1 42.3

As has bcen mentioned above, some of theso sources have
alroady been identifiod and what remains to be financed is as
follows in t  wmillion:

© 19890 1981 1982 1983

Y

Unidentified Sources 25.8 33.6 27.5 47.3
More detailed projections aro provided in the attached
tables.

In the light of theae overall rcsidual needs for balance
of payments nuﬁgng;Eéﬁe ﬁépublic of Kenya roquests the
Government of the United States of Americurfd considu} a loam
to Kenya on IDA-équivalent terris intended to assist in the ]
finhncing of the amounis mnontioned above. The funds neédcd for
balance of paymenta support over the years 1980 and 1981, would
amount to ngf%dvmziliun. It ahould be noted by way of
cemparison that Konya imported goods valued KZ41.1 million in

1978 from tho United Stateca of America,

The loan is requcsted on soft terms hecause Kenya is
clcarly entering a prolonged period of balance of payments
deficits whieh will be further aggravated as debt servicing
requiremcents mount., Kenya proposecs, therofore, that the loan
carry intcrest at 3 of tho one per cent per annum with a
moratorium on priucipal repayments for the first ten yenrs,
the principal over the succeding thirty years in equal annual
insrtalments, It is anticipated that the loan would be drawn

ag follows (in KE million cquivalents):

1980 1581

3.5 3.5



Apartlr}oﬁ'the financial assistance sought for balance
of payments support for 1980 and 1981, the Republic of Eenya
will also request the government of the United States to finance
K£22.5 million® of grain import noeded in 1980. A secparate

application under PL 480 agreement will be submitted for this
request,

\
.

of soleccted imports of raw materials, capital and intermediate

goods esscntial to sustain the continued growth of the economy
of Kenya. - T

v

As in the case of the VWorld Bank Programme lLoan, it is

proposed that programme loan would be administerad as follows:

a) Procuremrnt: The programne loan would be disbursed

against pgoods imported by the private sector on approval of an

dmport licence and through normal commercial channels. To this

end the private sector iz suificiently diversifiecd to secure
competitive procurements and rogulations are in forco to enaure
that imports over K&£1,000 ore subject to pre-shipment quality
and quantity inspaction.

b) Disbursement: It is recommended thet an initial advance

be extended to be csubseguently supported by & fully dbcuggqigd
claim.

¢) Counterrnart Funda: The local currency equivaleut

of imports financed by the Programme Aid will be credited to

the Exchequer and will be utilised on the one hand to alleviate

the Government's burden in Tinencing local costs on development

projects as well as pressing roecurreat needs, and on the other

hand provide the much needed capital for agricultural credits,
N 5y

£rop purchasecs and crop movement.

* Equivalent of US $38.4mjillion



ANNEX D

CHECKLISTS

Country Checklist - 3A (1),
Country Checklist is up to date.
Referen~e Kenya Rural Planning II Project

. (615-01.3), authorized and approved

August 22, 1980.

Non-project Assistance Checklist - 3A(2).
Attached below.

Standard Item Checklist - 3A(3) has been
reviewed.



A:bummeoo'x 4, App 3A

THANS, MLMO KO,

VFAGE KO,

3A(2)-1°

EFFECTIVC OATE

November 2, 1977

3A(2) - MONPROJFCT ASSISTANCE CHECKLIST

The criterfa 1isted in Part A are applicable gonerally to FAA funds, and should be used

frrespective of the program's fundina source.
criteria applicable to Security Supnorting Acsis
Assistance.

A.

] i

A, CROSS-REFERENCES: 1S COUNTRY CHECKLIST UP TO DATE?

REVIEWED?

GENERAL CRITERYA FC2 HOMPROJECT ASSISTANGE

1.

App. Unnuubered; FAR Sec 653(h)

(a) Describe how Cormittcas on Appropric-
tions of Sunzte and House have been or
Will be notificd concerning the nonproject
assistance;

(b) 1s assistance within {Qperatioaal
Year Budgzt) country or inizrrational
organizavion zllccation rosoried—to the
Congress (or rot more than S1 millicn
over that figzure plus 105)?

FAA Sec. €1i7e}{2). If further legis-
Tative aciion is recuiret within recipicont
country, wiav is basis Tor rroasenabie
expactation that such sciicn will be
ceapleted in tina to perwit orderly
accomplisr.zat of purpose of the
assistance?

Ry

FAA Sec. 20, £192,
efficicntly erl effectivaly given threugh
regional or r:itilater:l crounizzzions?

If so why {s assistance arl w0 given?
Information «rd conciusic whether assist-
ance will enrcurage regisnzl developooent
programs. 1f assistanca is for newly
independent country, is it furnished
through i cilateral er-anizations or in
accorcance with sultilaszril plens to

the maxinum extent appropriute?

m o
—
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o
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FAA Sec. 6Cile); (and Srz, 20Y(F) €ar
daveloy rant voens). Inioviziion and

CONCIUSIoNS * 2ingr assistince will
encourige efforts of tho country to:
(a) incressc tae flew 67 Sucernational
trade; {b) Taster private iinitiative
and competiticn; (c) enzcuraca devaicon-
ment an¢ use of cocpara*ives, crecdit
unions, and savings and ‘oan associations;
(d) discourz~a manopclistic practices
(e} improve technical efficiercy of
industry, coriculture,and curmerce; and
(f) strengtien free latur unions.

Selection of the apprepriate criteria will d

In Part B a distinction is made between the
tance and the criteria applicable to Development
epend on the funding source for the program.

IDENTIFY. HAS STANDARD ITEM CHECKLIST BEEN

Normal CN procedures
have been followed.

Yes

No further legislative
action is required.

No

(a), (b),(c),(e). Assistance
will support GOK program of
export promotion, trade
liberalization and indus-
trial rationalization, '
including reduction of imgort
controls and other trade :
restrictions. Counterpart -
generations will be spent
chiefly in support of
Agricultural Secteor.

(c) ,(£). Little effect.
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B.

5. Fge Sec. 601(b).

oF

FUNDING CRITERTIA FOR

Inforration and coen-
sion on how assistance will ercouragje
.S. private trade and investment 3bvoad .
and encourage private Y.S. particinition
in foreign assistance programs (irzitding
use of private trade charnels and tne
services of U.S. private enterprise).

FAA Suc. 612(b); Scc 626(h). Describe
steps taken to assuro that, to the

maxirun extent possible, the country is
contributing local currencies to neet

the cost of contracioal and other cervices,
and foreign currencies awned by the Jnited-
States are utilized to weet the c¢ost of
contrectual and other services.

FA4 Sec. 612{d). Dnes the United Stutes
own cxcess foreign currency and, if so,
what zrrangements have been made for its
releasc? ‘,

SOILGITCT ASSISGATSE

1.

r Security

a. FAA Sec, B31. Hrw will
SUpPO:cL prosote escasiil or policical
stabiiity? Is trh2 cruntvy amons the 12
countrias in whinlh S=_orting fnsis.ence
may te provided in tnis fiscal your?

this arsistanca

Cevelep ori

konproject Critevic for
a

tively involve ti2
extencing 2ccess to (curomy at i
; i

: .7\ e D“‘Ck g

sprezding investTo
sriall tovns and b
develiop cooperct
urban ¢sor to hei:
botter life, nrﬂ our e i
denocratic privats ard
institutions?

3, NsSist ru

1
¢
‘f°1vcs tr' rd
-

b. z%{jggl____*

107, Is assis

Tinctude only ¢ :

e.c., a, b, eLc -- vhich corre s
1o scurces of funis used. If & than

one fund souxcc is us2d for assis
includs relevant para
source. )

ce,
sraph for each fund

s00ds procured with this
assistance will be obtained
from private U.S. companies
in the U.S. and at least 50%
of the goods will be shipoed
on U.S. ships.

Not applicéble; there are no
contractual or .other services.

The U.S. does not own excess
‘foreign currency.

This assistance will help cloce a
growing balance of payments gap by
providing foreign exchange for the
importation of agricultural onaiuctlcmf\
inputs. Thus it will make a direct p
contribution to economic as well as
political stability.

The remainder of the checklist is not
applicable since it pertains only to
Develomnent Assistance, Loan and
Alliance for Progress funds.
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3A(2) -~ MOMPROJECT ASSISTANCE CHECKLIST

The ¢riterfa 1isted in Part A are applicable generally to FAA funds, and should be used
irrespective of the program's funding source. In Part B a distinction is made betwcen tne S
criteria applicable to Security Supporting Assistance and the criteria applicable to Development -
Assistance. Selection of the appropriate criteria will depend on the funding source for the progran

CROSS-REFERENCES: IS COUNTRY CHECKLIST UP TO DATE? IDENTIFf! HAS STANDARD ITEM CHECKLIST BEEN
REVIEWED? o

A. GENERAL CRITERIA FOR MONPROJECT ASSISTANCE

1. App. Unnumbered; FAA Sec 653(b)

{a) Describe how Cormittees on Appropria-
tions of Senate and House have Leen or

will be notified concerning the nonproject
assistance; )

{b) is assistance within (Operaticnal
Year Budget) country or international
organization allocation reported to the
Congrass (or not more than St million
over that figure plus 10%)?

2. TAA Sec. 611(a)(2). 1If further legis-
Tative action is reguired within recipient
country, what is basis for recsocnable
expectation that such action will be
corpleted in timo to permit orderly
accomplishment of purpose of thas
assistance? )

3. FAA Scc. 209, 515, Ts assistance more
efficiontly ard effectively given through
regioral or maitilateral o q_P]’ut1GﬂS7
If so why is assistance rot so given?
Information 2n4 conclusion whather assist-
ance will encrourace regicnal GevelorTent
programs. IT assistance is Tor newly
independent country, is it furnished
through multilateral organizations or in
accordance with multilateral plans to
the maximum -<tent appropriate?

4. FAA S:c. 601(a); (and Sec. 201(f) for
daveiopient 1cans).  [nformation and
conclusions whethisr assistance will
encourage efforts of the ccuntry to:

(a) increase the fiow of interrational
trade; (b) foster private initiative

and competition; (c) enccurage davelop-
ment and use of cooparatives, credit
unicns, and savings and loan associations;
(d) discourage mononolistic practices;

(e} improve technical efficiency of
industry, agriculture,and comrerce; and
(f) strengthen frce labor unions.
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(1) [103] for agriculture, rural develop=
ment or nutritfon; if so, extent to

(}:p*which activity is specifically designed

' to increase productivity and income of
rural poor: [Y03A] if for agricultural
research, is fuli acccunt taken of’
needs of small farmers;

(2) [104] for population planning or
health; if so, extent to which activity
extends low-cost, integrated delivery
systems to provide health and fami'y
planning services, especialiy to rural
areas and poor; extent to which assist-
ance gives attention to interrelation-
ship between (A) population growth and
(B) developmient and overall improvement
in 1{ving standards in developing
countrfes. Is activity designed to
build motivation for small families in
programs such as education in and out
of school, maternal and child health
services, agriculture productisn,
rural developwent, and assistance to
urban poor?

(3) [105] for education, public administra-
tion, or human resources deveiopment;
if so, extent to waich activity
strengthens nonformal educaticn, makes
formal education rore relevant,
especially for rural families and
urban pocr, or strengthans ranagement
capability of institutions enabling
the poor to participate in development;

(4) [106] for tecknical assistance, erergy,
research, rcconstruction, and seiected
development problems; if so, e«tent
activity is:

(a) to help alleviate energy problem;

(b) reconstructisn after natural or
manmade disastur;

(c) for special cevelopment problem,
and to_cnable preper utilization of
earlier U.S. infrastructure, etc.,
assistance;

(d) for proyrams of urban devalicpment,
especfally s»all lator-intensive
enterprises, marketing systems, and
financial or other institutions to
help urben pocr participate in
econrmic and social devaicpment,

(5) [107] by grants for cocrdinated pri-
vate effort to deveiop and disseninate
intermediate technolcgies approfriate

for developing countries.

Hovember 2, 1§77
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c. FAA Sec. 207; Sec. 113, Extent to
‘uhich assistance reflects appropriate

¢~ empaasis on: (1) encouraging development
> of democratic, economic, political, and .
social Institutions; (2) self-help in
meeting the country's food needs; (3)
{mproving availability of trained

vorker-power in tne country; {4; programs
designed to meet tha country's he2lu
needs; (5) other important areas nf

eccnomic, political, and sccial develop-
ment, including industry; free “akor
unions, cooperativas, and Voluncary
Agenc1es, transoortation and cannunication;
plenning and r;hlic administretien; urban
development, and medernizatinn of existing
laws; or (6) 1ntnqraL1ng woni2n into the
recipient country's national ccondy.

d. FAA Sec. 281(h). Describe extent to
which progran recugnizes the particular
needs, desires, and capacitics of the
pcople of the couatry; utiliice the
country's intelicctual resources to
encourage instituticral dewa;r;.«nt, and
upports civic education and r:in1ng in
skills required for eifective pirticipa-
tion in goverr—oatal and po?itica]
processes essential to self-covernment,

2=y

SRS YANR -(8)
Dues Lhe act1'1.J Cive reasoiu romise
of cow*ribut1*g 10 the deve1:;;unt of
economic rescurces, or to thz increase of
procuctive czpacities and s2iv-sustaining
econcnic grewsh; or of cducatisnnzl or
other institutions directzd to.ard social
progress? Is it relaoted to aa? censistent
vwith other devc?c ~2nt activitics, and

will it contritutie to realizavle long-
range objectives?

f. FAA Sec. 271(hj(€); Sec. 21113)(5),
€). Infor~ iio» &nd conciusiun on
possible ,f.k,f of Lthe assistoirce on U.S.
econ :y, with spzcial reference to areas
of substantial 1aLcr surp1L<, znd extent
to which U.S. cur-odities and éassistance
are furnished in a marner c&.\1 tent with
improving cr safejuarding thz ULS,
balance-of-payments position,

Honprnject Criteria for Development
Pss1sgaﬂcc {Lozns enly)

a. FAA Sec. 207 /n)(1). Infor.ation and
concTusion on aviilzility of financing
frem other frea-world sources, insiuding

private sources vithin the Unitcd States.
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iy b. FAA Sec. 201(b){2): 201(d).
_~mvY Informalion and conclusion on (1) capac-
Lo ity of the country to repay tne loan,
lﬁybf‘ including rezsonatleness of reosayment
B

procpects, and (2) reasonableness and
leqality (under laws of country and
United States) of lending and relending
terms of the loan.

c. FAA Sec. 201(e). If Yoan is not made
pursuant o a rultilateral plan, and the
amount of the loan exceeds $130,000, has
country sutaitted to AID an application
for such funds together with assurances

to indicate that funds will be used in an
economically and technically cound manger?

d. FAA Sec. Z02(a). Total emount of
money under loan which is coing directly
to private enterprise, is going to
intermediate credit institutions or other
borrowers for use by private enterorise,
{s being used to finance imports from
private sources, or 15 oth:irwise being
used to financc procurements from private
sources?

4. Additional Criteria for Alliarce for
Frogress

[Note: Alliancs for Prcgress assistance
~should add the follcwing two items to a
nonproject checklist.]

a. FAA Ser, 281{5){1)-(8). ODoes
assistance tzxe into acccunt principles
of the Act of Lacote and Chorter of Punta
del Este; and to wkat extent will the
activity contrizute to the econonic or
political integration of Lztin America?

—

b. FAA Sec. 25175){8); 251({h). Ffor loars,
has tnere tezn (zzzn 1.To wccount the
effort made Ly racipient naticn to repa-
iriate cepital invested in othar countries
by their own citizens? Is loan consistont
with tre findings and recormardations of
the Inter-fmzrican Commitiz2 for the
Alliance fer Pregress (now “CEFCIES," tha
Permarent Executive Cormittze of the CAS)
in its annual review of nziional
developaient activities?




Annex E: Fertilizer Application:
Illustrative Technical Bulletin

ILLUSTRATIVE PLERIGODIC
TECHNICAL BULLETIN FOR

FERTILIZER USERS ANNEX E
From: Manager Fertilizer To: All Branch/Depot ManaJjers
Kenya Farmers Asso-
ciation
Ref: Fert/9/a/2 Date: 25th August, 1980
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Fertilizer Circular No 3.

Recommendation for Fertilizer Usage:

Agronomy stands for Agricultural Economy - The science of
making plants (Crops) grow better and more econcmically.

FERTILIZER is PLANTFOOD which make crops grow bhetter.

a) Primary or Major Plant foods are Nitrogen (N), Phosphate
(P,O.) and Potassium (K,() - so called as plants
reduire large quantities of these.

5) Secondarv Plant Foods are cxilcium (Ca), Magnesium and
sulphur (S), required in medium quantities.

c) Minor Plant Foods of which plants reguire only very
small guantities.

e must apply fertilizer plant focd because our soils are
iacking sufficient plant food for the production of

optimum economic crops. A common method of finding the
amount of available plant food in the soil is through soil
Analysis which shows available plant food in soil so we

can supplemnent thos plant foods which are lacking by Chemical
fertilizers.

Law of the Minimum: That »lant food element which is in
shortest supply will determine the final yield of the plant
(Crop). so if phosphate is deficient in a soil the final
yield will be determined by this low level of phosphate
availability. The aim of fertilization is therefore to
supplement natural plant food in the soil by adding
chemical fertilizer plant food in such a manner as to

raise the yield potential to the highest possible optimum
without wasting either soil or fertilizer applied
plantfoocds. 1In general, Kenya soils are normally deficient
in phosphate and often deficient in Nitrogen, with Potassium
in general well supplied.




Types of Fertilizer

a) Straight Fertilizers: Contain only one of the major
plantfoods (Single or Triple supers, A.S.N., C.A.N,
sulphate of Ammonia, etc.)

b) Complex Fertilizers: Contain 2 or more cf the major
plantfood elements complex fertilizers are divided into:
Compound fertilizers and Mixed fertilizers.

COMPOUND FERTILIZERS are chemically compounded giving a
fertilizer where each and every granula contains the
nutrients stated on the bag in the correct proportions.

MIXED FERTILIZERS are physical mixtures of 2 or more basic
materials. 1Individual fertilizer granules in such a
mixture remain as the Original basic materials.

How are the Nutrient Contents of Fertilizers Expressed?

NITROGEN: in elemental N (Nitrogen) percentage (%)
PHOSPHATL: in P205 (Phosphoric acid) percentage (%)
POTASLIUM: in KZO (Potassium oxide) percentage (%)

Which are the Main Straight Fertilizers?

a) Nitrogen - Sulphate of Ammonia 21% N, Ammonium Sulphate
Nitrate (A.S.N) 256%N, Calcium Ammonium rlitrate (C.A.N.)
26%N and Urea 46%N.

b) Phosphate - Single Superphosphate 18% P205 and Triple
Superphosphate 45/47% P°C5'

c) Potassium - Muriate of Potash 60/62% K20 and Sulphate of
Potash 50/52% K20.

How are the Primary Plant nutrient contents expressed

in complex/compound Fertilizers?

Percentages of the three primary plant food nutrients in
complex/compound fertilizers are always expressed in the
same N-r-K order, in the form of % or units of N, P205 and
K,0 (1 unit = 1 Kg/lb acre/ha of N, PZOS or KZO)'

1) Nitrogen (8N) 2) Phosphate (%P?OS) 3) Potassium(%KZO)

Thus a N-P-K fertilizer reading 20-10-10 contains 20%

Nitrogen, 10% P205, 10% KZO'
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The two main Kenyan Compound fertilizers are:

Compound 11-52-0 (11% Nitrogen, 52% P,05 and K,0} and
Di-Amm phosphate 18-46-0 (18% Nitrogefi, 46% P2 5 and O K20).

Other compounds are 15-15-15, 16-16-16, 17-17-17,
20-20-0, 23-23-0, 20-10-10, 25-5-5+55 etc.

Functions of Primary Plant Food Elements:

1) Nitrogen (N) - Gives dark green colour to plant. Fromotes
capid growth. Increases yields. Improves quality of
particulary leaf crops. .

2) Phosphate (PZO ) stimulates early root formation and
growth. Givés rapid and vigorous start to plants.
Hastens maturity. Stimulates flowering and promotes
seed formation (Yield).

Common Hunger (Deficiency) Sign in crops:

1) Nitrogen Deficiency - A sickly yellowish ~ green colour.
A distictly slow and éwafed growth. Drying up or ‘firing’
(Yellowing) of leaves which starts at the bottom of the
plant, proceeding upwards. In maize the 'firing'
(Yellowing) starts at the tip of the bottom leaves and
proceeds along the midrib.

2) Phosphate Deficiency: - Slow growth and delayed maturity,
with some varieties purplish leaves, stems (Branches).
Small slender weak stalks which bend or break easily
(wind or rain damage with maize). Uneven and poor seed
setting on the cob. Low yield of grain.

FERTILIZER APPLICATION

How should varicus fertilizers be applied to be most
efficient and economical?

Fertilizers containing as main plant food phosphate suvch as
straight supers or compounds with a high phosphate content
(11-52-0 etc) should preferably be applied slightly

below and to the side of the planted seed.

With maize 1-2 inches to the side and below the maize seed
is ideal. As stated above phosphate stimulates rapid root
development and growth in the early stages and shculd
therefore be available very early on in the maize plants
life. Phosphate does not travel very much through the
soil, and thus placement is of the utmost importance.
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NITROGEN - Should partly be incorporated with the phosphate
at planting for early 'get-away' of plants and because it
enhances overall phosphate availability to the plant. The
main Nitrogen application should be applied as a so called
'top - dressing' i.e. an. application put on the soil

surface during the growing period of the plant. For

maize the best time is around 6 weeks after planting,

when the young maize plants are some 3 feet h.gh.

GENERAL INFORMATION

NITROGEN (N)

Promotes rapid early growth’and development.

Stimulates leaf development.

Increase the yield of leaf, Fruit and Seed.
Is a constituent of plant proteins.

PHOSPHORUS (P)

Stimulates eariy root development.

Gives rapid and vigorous start

to plants.

Promotes flowering, fruit and seed formation

Accelerates maturation.

POTASSIUM: (K)

Affects formation of proteins and fats.

Regulates the transfer of starch,

Strengthens the stalks.

sugars oil.

Improves the quality of fruit and seed.

NO. 1 SYMBOL - N.P.K. = COMPOUNDS

COMPOUND S ANALYSIS RECOMMENDED FOR

1) 15x15x15) 16% Nitrogen ) Complex fertilizer can be used
16x16x16)* 16% P,0 ) for all plants N.P.K. fertilizer

2°5 , .
of a high nitrogen such as
17x17x17) 16% KZO ) 1l:1:1: rations, and are
(Potassium) ) favoured where stress is laid

upon strong green foliage growth
and carbohydrates production
e.qg. for grassland, sugar-beet,
fodderbeet, sugarcane, tea,
coffee and all (horticultural)
Vegetables, onion, potatoes,
(Sweet-Potatoes) carrot,

egg plant tomato, cabbages,

and lettuce etc.
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2) 20x20x20 20% Nitrogen ) 20-20-0 will do well on potasﬁ -
23x23x0 20% P205, ) rich soils in arid climates, :
where potash is not needed
0% K20 )

for the soil, and where K20
extracted from the soil

i is replenished naturally and
rapidly. Maize, coffee and
General garden crops need
these elements.

3) 20x10x10 20% Nitrogen 20x10x10 is adapted to soils
10% P205 well supplied with phosphate
108 K.0 and potash, or where plentiful
2 N is. needed. Also used

when nitrogen +op dressing
is not feasible for coffee,
tea, horticultural crops
which require high potassium
in addition to Nitrogen and

phosphate.
4) 25%5x5+5% 25% Nitrogen )
5% P205 )
52 Kzo y e Coffee and Tea fertilizers.

5% Sulphur )

5) MAP - 11x52x0 11% Nitrogen )
52% P,0

273 ) Wheat, Barley, Maize and
% KZO ) general crops.
6) Di-Amm.
o <
Phosphate 18% Nitrogen ) W=2at, Maize Potatoes Folder
18x46x9 46% P205 ) Crops and general garden crops.

NO. 11 EY1BOL -N-NITROGEN FERTILIZER

Better known as "straight" fertilizers, are normally used
for top-dressing and should only be applied during rainy
conditions. Maize responds well to nitrogenous top-dressing.
Wheat does not give any appreciable response. Other crops
do not respond well.
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1) A.S.N,. = Ammonium Sulphate Nitrate (26% Nitrogen)
Recommended for use on maize, tea, coffee
and pastures.

2) S.A. = Sulphate of Ammonia (Z1% Nitrogen)
Recommended for use on soils of poor sulphur
contents and where Nitrogen is in slowex
acting Ammonia form. Best use on pastures.

3) C.A.N, = Calcium Ammonia Nitrate (21% Nitrogen)
Recommended for use on maize, pastures,
coffee and other crops grown cn somewhat
acid soils.

4) UREA = Because of its biuret contents urea is

suitable if used correctly as a stock-feed.

Note: Urea is not generally recommended as a fertilizer
without prior advise from Agricultural officer etc.

NO. 111 SYMPOB -P- PHOSPHOROUS

This element is usually known as "phosphate", and is
expressed as ..% water soluble P,0.. Many undeveloped/
uncultivated/virgin lands in Kenya~ lack phosphate. Black
Cotton Soils indicate some response to phosphate. For
each succcssive crop, application of phosphate should be
maintained at a high level.

1) S.S. = Single Superphosphate 20-21% water soluble

P205.

Used mostly for sugar cane, maize, pyrethrum, sunflower
and pastures.

2) T.S.P. = Triple Superphosphate 44-46% P205 (minimum

43% P205  soluble in water)

* Used for maize, wheat, barley, sunflower, sugar cane,
horticultural crops, pyrethrum and pastures.

3) D.A.P. = Di-Ammonium Phosphate ~ 18% Nitrogen

46% P205 and 15-45-0

Is normally used for planting maize, wheat and barley.




NO. IV SYMBOL -K- POTASH

Past beliefs have generally been that Kenya soils were
adequate in Potash. But as we continue using nitrogen
and phosphate, chances are that; an imbalance of nutrients

in respect of Potassium will occur. Svmptoms of Potassium
deficiency are: =

a) Scorched leaves.

b) Premature drying when high levels of other
fertilizers are used: particularly, in potatoes
and maize.

Potassium can most conveniently be obtained in a N.P.K.
compound, and it is also obtainable by itself, and can be
applied as a "straight" fertilizer. :

1) MURIATE Or POTASH: _ = Analysis 60-62% KZO'

* Muriate of Potash (Potassium Chloride) is recommended
for use on cereal crops, maize, wheat etc. but due to
its high chlorire contents, it should not be used in
quantity on Potatoes and Tobacco crops.

2) SULPHATE OF POTASH = Analysis 50% = K20
* Sulphate of Potash (Potassium Sulphate) is recommended

for use on all crops including potatoes and tobacco
crops.
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ANNEX F: SPECIMEN INVITATION FOR BID

Tl KINYA FARMERS' ASSCCIATICN (M-OPTRATIVE) LIMITED

P. 0. BOX 35,
NAKURU, KINYA.

INVITATION IR BIDS FOP FIRTILIZER (TFS%)

A. IFB No: 611-X-00S - NAMBOARD 80-1
B. Date of Issuance:
C. Types and Approximate Quantities:

WITATIC! FCD DIDS (IFB):

(a) The Keriyz Farmers' Association (Co-operative) Limited (XFA),
hereinafter cullcd the Purchaser, solicits offers, on C & F Mcrbasa
Liner Terns bicis, finds controlling, for fertilizer ccnforming

to the specifications set forth in Appendix (A) to this IFB.

L) Art.cie 4 of this Invitation for Eids specifies the total
aaan*ity of fertilizer being scught. DPidl2rs are requested

1o offer any ousatity, sthisct to the minir-za of Section S(a),
+tich trey are in a positica to furnish. Bidders are advised
that award ray h2 mde for any quantity or portion thereof whicl
is offered.

RRTECTICH NF ALL OFFENS:

1

Hatuithstandipe any of the rrovisions coutained in this IF3, the
Mirciager recsrves the ric-t fo reject any or all olfiirs surmitted
in response kereto. He further reserves the right to roject amy
of for not iully rasponsive to all terms and conditions of this

It Ame pascrial deviatien, reservatioun or  erxccption to the
teres =nd concirtions may be 3 cause for rojection. In the cvent
of reiectim, tlz Sidler will jave no claim ca the Rurchaser for
cnv ewronzes incurred by hin ot damages sustained by hin in
subnitting his offer.

FTNOTNG OF £0ARD:

Althouth the Yurchaser will be resmensible for peyrment, crders
rosulting from this 108 roy be finanecd, in whole cr in part,

with fimds rads available by the United Stizes Agzency for Intermaticmal
Poveloseent,  Su-mliers rectiving contracts uader this IFB must conform
tn the mrovisinns of ALILD. Ramiiztion 1, 22 C.F.R. Part 701, as

from tima to tive smenvled and in effect. Cories of Regulation 1 roy
ta ohtgired froo the OFfice of S0all hesiness, Acency for Internationsl
Develesment, '—chington, D.C., 23523, T21. (703) 215-5119. e
uthsrized rao-ranhic cole o1 Loth scurce and orizin of commxedity
Fforad g8 dofinod in AL1.D. Teeulatiocz 1, shall be A.I.D. Geographlc
Colde ¢00 (Unitea States).

TUTLIZER DT ITPINENTS AR SHITPDYG SCTLULE:

FIOATTMTG RUIR AN OVALITTTY TURICh:

izer zrd chirming schediile are given
given reriod of Jdelivery to the
a2da aviilabie at the pert

(1)
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QOAMODITY APPPOXTMATE IELINERY AT THE PORT OF LOADING
- AT PUPCHASER'S CALL (Cuantity in Metric Tons)

Mixad Fertilizer (Complex)
(Chemically Mixed)

A1l of thc above to "¢ in bags filled to a net weinht of
50 kilos each. Cormodities and bags must meet the specifications
contained herein.

() Bid Opening Date

. Bids will bte oxaned in puhlic on at
hours, ¥ashinatan, D.C. tirma in the Frbassy of the Republic of
Xenyz, 2249 R Street. N.®., Vashington. D.C. 20CO8.

(c) Validity Period

Dids to be resmomsive, rust remain valid for Purchaser's
accentance from the Bid Onening Tate specified in parg'ra')h 4(b)
wntil Midnight ¥ashington, D. C. time

AVADD OF CONTUACT:

(a) Purchaser will notify successful Eidders of award by telex
or telegran.

" The Notice of Award'.

The Naotice of frurd will be suhsesuently cenfirmed in writine by
Confirmation of Avard in the fomm of Appendix "D attached hereto.

M) The reeultine centraoct shall te effoctive unen distatch of
tho Yotice of Mrav 6 -xd shiil te ceamosed of this ITR, Arsendices
herata, the bid, ire MNotice of Award, the Ccnfir?zticn cf feard,
ant f"e terrs of Vomulatien 1. In ease of c¢enflict, Regulation

1 shall prevail, and the terms of the bid shall defer.

(<) The Motice of Award a:*.d Confis ;atic-n of Award will specify
the ouontity of farrilizer to te rurchased, the period er reriods
when Purchaser w11l acespt delivery t!‘ﬂrf'a*, and the povt cr ports
at which Purchacer will accept delivery thereef.

CLICTRLE SUPPLIERS:

Bids ave invited frem eligiblie Suppliers, os defined in A.ILD.
Regulation 1, Irex A.IL.D. Geoographic Cede 00O,

SUTASIISY OF BINS:

(a) Bids rust b2 received in the Embassy of the Rerublic of
Kerya, 2249 R S$zrcot. NJof., Vachington. D.C. 20008, not later
than ‘rn,x_,, Washinatcn, D.C. tire,

2s enecified in this rarooredh., Bids delivered by hand should
bz Solivered o €03 [ hzsey or thz Lo phlic of Ken \iashington D.C.
2244 R strect. ..., ¥ashia-ion, RIS R gt

i VAU T
Mailed ofrers should k2 addressed to the same address.

Bids ¢hiould be subritted in quadruplica te (4) vuler sealed
covers suarseriled with IF3 racer, dus c,tﬂ of orneur\g and
romaclature o the e of i'r*‘iluﬂr. Ti.a Bidler is res—onsible
for assvring U2t t‘= b1d, incluling redification or withirmals,
is setwlly reo~iael dn tire ot the addices L.?fl'_'.'\atC(] in this
173, 10 hid vt -i.—-.\d after ¢i-2 and datz srocified for raceint in
this mareoranh v i1 be eonsid sred for o mless its lete arrival
et lat addrass 15 attribuscd to mishondling of the bid documents by Purcha

(2)

1
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10.

In no case will the Purchaser consider a bid which was not
received at the place of public opening befors the award was
made,

Bids must include the cumpleted, signed Proforma Offer
to Sell attached hereto as Appendix "B".

(c) Telegraphic bids will not be accept:ed.

(d) Bids must be of 5,000 Metric Tons or mpre for each bagged
conmodity and for each delivery period and from one safe port.

(e) Bids must be in accordance with spocifications in Appendix "A".

(€3] Bids must state total quantity offered, the quantity to
be shipped from each port and whether loading will entail any
special berth, draught, length, or special navigational ccnsideration.

QUANTITY VARIATION:

(a) The quantity offered for shirment in any period specified by
the Bidder at the snecified price ard for delivery at a single port
of shiprernt shall constitute an offer. Th~ Purchaser shall have
the tight to accept any gquantity of 5,000 retric tons or rore for
bagged product at the price per ton qusted for the total quantity
offered.

(b) Contracted quantities at time of zward will be subject to
a plus-or-rinus 5% Purchaser's option, for purpose of shiprent,

(c) Purchaser reserves the right to award a contract for a quantity
in excess of the quatity for which bids are submitted or in excess

of the quantity requested in Paragrach 4 of this IFB. Such additiocnal
quantities shall be purchased on the same temms and conditions

as those sct ferth in this IFB.

BID ECND:

(a) Bids rust be acccrpanied by a U.S. dollar bid bond, or
adequate evicence satisfactory to Purchaser that such bond has
been estzblished prior to the time of bid closing,

(b) Said bond shall be in the form of a certified check, cashier's
check, or clean irrevoczble letter of credit on a bank with sufficient
assets to asswre payment and must be vi.lid for thirty (30) days from
the bid orening date per paragranh 4(b) of this IFBE. If the bidder
is a U.S. Supplier, caid bid bond may also be in the form of a U.S.
dollar surety bond issued by a surety ccrmany approved for government
centracts by the Treasury Department of tne U,S. Governrent, The

bid bond shall be in 2n amownt not less than five per cent (5%)

of the bid price, and shall be in favour of the Purchaser and
collectible by him upon the failure of the Ridder to hold his

offer onen in accordance with the terms of this IFB, or to give

the required Ferformonce Dond specified in Paragraph 11, Appendix
"C', if the Bidder is awarded a contract.

(c) Insuccessful Bidders will be released from their bid bonds
upcn expiration of tieir ofiers.

@ If Purchaser has issued a Notice of Award to Bidder prior
to said dute, the bid bond rchall be released only when Bidder
furnishes a Perforrance Pond to the Purchaser as described in
Appendix "C', Paragraph 11,

EVALUATION £F 0TDS:

landed cost por nutrient trn of s ¢ <edity.  For pummeses of
evaluatior, cluan trans~orTation cost wiil ho applied to each
quoted € & F imahasa Liner Terms price fvom the poit stated
in the bid. The ocean triisportaticn cost te ke applied wiil

™

Bids will bte evnluated and awards rade on the basis cf the lowest
t
’
?
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12.

13.

14,

reflect actual freieht quntations received from ocean freight
carriers for cumtities oifered by lidders as a result of this
IFB. The Murchaser reserves the risht to reject any bid hercunder
{f freisht quotatiens are not offered from the stated port

of loading or are insutficient to cover the total amount of

cargo offcred by Bidders from any one vort of loadirg, Purchaser
reserves the rioht aiter evaluatica and sward to rake whatever
ocean trmisncrtation arrmigement are necessary in order to corply
with the roquirerents of law and reculations pertaining to cargo
preference waich govern the Agency for Internaticnal Dsveloprzent.

INSPECTIM: ,
(a) Fertilizer insrection will be performed by an indemcndent

inspaction firm for the accont of the Summlicr in accoréance
with specificaticns c<t iorth in /preudix “A7 anl Appendix *'C.

®) Bids sust incli-'» the name of the inspection fimm chosen,
and the rnz-e of the luboratory to be used if other than the Bidder's
own loborewory.

(c) Mnalyens perforced in the rmamufacturer’s lzhoratory wmder
the inc=ccticn fim's simervision are an wmacermtable substitute
for ths inspection fira's own szpling and chemical analyses

() Roasrding comrodity shirmed frea non-U.S. saurces, if

1o indamvnint laborotory accentstls to AJLLD. is available locally,
the ins-ectica fitm rust airesil ite conselidocnd, official sxmle(s)
to an olicimative laboratsory accepishle to the Azency for Intermaticnal
Develormznt.

CCURN TRA SOOTTATION:

Durclacer +wil1l arres~2 for all ccean tramsportation.  Successfud
Ridcurs Lo commditizs end oceon tronsportativn will be requwdred
£o cr~c.. lmnte en o1l shitments of fevtilizer purchased under

C & Flwiozsa Liner Tenzs.

SPETT TANS - SOUCIAL TUONTTANT:  SYOTT DYPIY NS amgamtine to
o v s €t (28] O 1+ toial Ui~s sulpoed rast sccormany each
shiprzat. Smnliers ara emstior»d hat failure t5 ship necessaz
Spare iars will result in witnholling of five por cent (5%3) of

price ner Yitric Ten of b2ored coooriity for ¢oc Srare nan not
shiraed, Iuviherzers, if Dchasct inturs loss of cermedity

becziiza of failure of Sslier to rrovide ety bats, Sumdlicr
sisll o 1ianle for 1licuidated demaces in the crount of 5% of

the prico vor wetric ton, per bag.

AGENT'S OO 7' IES I

In the evsnt a centract materializes, on the basis of the bid,
poyront of my cewmicsion will ba m2d» in accordince with ALLLD.
Reowintinn 1, as smended, and the foreign exchangs regulations

r
‘-

of tha nonubiic of Xooya,

LITIATICTS ATTACGT D 1T

(4)




APPENDIX "A" (1)

SPECIFICATTIONS

MIXED FERTILIZER: (Complete) (Chemically Mixed)
Triple Super Phosphate 44~-46% P,0
(TSP) - - 22
minimum 43% 0205 Soluble in
water
Di-ammonia Phosphate 18% - N
(DAP) 46% P,0
2°5
Mono-ammonia Phosphate 11% - N
(MAP) 52¢ - P,0
_ 2°5
- K,0
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APPENDIX A" (3)

TECHNICAL BAG AD LDER STECIFICATIONS:

A. Cuter Bacs
(1) Polyproprlenc Pacs

(2) Capacity: 50-kg net
STTAb) Pabric: ®

Bags sliall be mado of 100V ultravioict-stabilized polypropylens
resin with a wveipht of not less than 2.6 oz, per square yard and possess
tho propertics deseribed wnder test methoads (paragreri(c) below).

The colour si:zll be light tan ot beigs. A coloured identification
zarker (yarn) shallbe inscrted in the weave by the fabric mamufacturer.
The identificction marker is to be rcported to A.L.D.

The fatric formins the top cr Lottem of the {urnished bags
shall be 2 tucked selvedss or a patural selvedge coataining not
less thsa thoe nizber of c.ds prevalent in the body of thie fabric.
Alternatively, the selved-a ray be hest cut and fermzd a minimm
of l-inch wide with a ninimm of 20 wzrp threads per inch.

The fshric must be woven to a censtruction tight enough
to prevent cxcessive product sifting in the event bsz liner
failure ocouas.

The bottom semm is to be flat s=zwn in accordencs with
Pederal Stm'ard 751a, S3a-1, regardlicss of heet cut cor tucked
sclvedge fabric., The sic2 scom “Exrort TyTe'" shall be in
accordance with Federal Siandsrd 7351a, 5Ig-1. bdans siall be
turncd go scuns ar? insida, e sewing thread shzll be ULV,
stabilized, volypropylcne nmdnal 1520 dender with test strezgth
of 5 groms/denier. Taecre is no thread coleur regquircaent.

(©) Te:st Yothods:

Ultraviclet Stability Test Materlal sad thread 53t have
not less thuin 70} strenarh retention aftcr 200 bow s e, suxe
in weathercueter. The U.V. testing weatherometer expoaure riothod
is 5304 Federal Stemdard 191,

Strerath warp and £111, each 105 1bs, averace (10 saples
shall be tested in each dirsctica with no single test bolcw 30 1bs.
Tensile Strenzth - ASY Mathod D-1632 (CGrab Msthod).

Alr permcability of the {sbric in an wngtressed stata
should not exceed 100 cunic feet ner ninute per squaro foot:
Permsability - = ASM Motnod D715-75,

B. Liner (Irmer Pan)

Irner loose tibular liner shall L2 of 4 =l poivethylens fiim.
The lincr sholl boheat-sesled ot the bottom. The filnm shall be
of low slip plastic.

(1) Toot Yetizds

(a) Thicimess = = A, 0374, 4 =1 polyethylcne flim.

(b) Ir+ct Resist.nce - = ASM, DI703. An Impoct
veslstance of 105 gram,

(<) Riratde Coalfiziants of Friciicm = = ASL,BI00Y,

(:santie coefiicient of friciica 0.8 m/s wcaxisass).



APPENDIX TA" (4)
C. Methods of Closure

« (1) Outer bsg: Top sema stitching shall be a minimum

< of cs inch fTom thc sclvedse. The sewing thread shall be 200
& hours U.V. ctabilized, polypropyleme neainal 1000 denier with
S test strenpth of 5 grams per denler, Thare is no threod colour
requiremcat. Tts outer Lag shall be scun above -~ not to the

7 (2) Liner : Tho polyethylene liner shall be closed
at the top by oue of the following methods after exhausting
the excess air: .

(a) Heat Sealing. -

)  Mechanically applied acid resistast clip of
0.150 inch winiram dicxiirT (9 gauge) coanletely circling che
polyethylen: liner to herzetically seal it,

(c) Mechanically applied bag tie 4] inches long,
plastic-coverad wive with a § inc.. inside loop cn cucn end.
The wire sholl be a minimm of 17 gaizge before being covered
with plastic to a minimm of 16 gauge.

D. Baz Yarking

(1) All bags furnished by corrodity Suppliers used in
the shircent of fertilizers purchesed under this I3 will be
rzrked in tiras (3) colours wmaximem in clear, legible and
indelible carmer as follows:

. (g7) Pu-chaser’s desisnated branch nare and =mark
(twocolours) to be proviled directly oo Survlier and Surplicr's
loccal agent (if any) by Purchaser ircediately afteor awards are

ALL BACS ATZ T EE FUTITR MATIED WITH A LADGE CPITN CTSS AMD
SR S R S S IR N P R
| S ORI S PR ISR I S SOt
speciricaticus 1o oe Drovidad at tims or fwird.

®) One Side

(1) Product Hame (e.g. Cozpound
{(2) A.1.D, BEoblem
(3) Camtry of origin
(4) K.F.A. Esblem
(5) Rsze of Surplier
(6) Contract Mucher and [ate
(7) "Use mo lisoks”
© Omasite Side

(1) Product Ma=e and Analysis

(2) Net kg. weicht per bag
(3} K.F.A. Imblem
(4) Distributcd by: The EKenya Farrers'
Associcticn (Co-cperative) Limited;
P. 0. Lox 35, Nalgu, icuya.
{4 Except for "Use Ho Hooks" in red, the cclowr
of tus lettering skall be s3 follows:
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APPEMDIX "A" (5)

{1) green for Compoumd "X, and (2) ved
for Capound "R,

INSPECTICH, SAPLING AD TESTING

A, Siirments ot fertilizer will be insnected at time of
loadirg onto vessels. Inspecticn will be nade by am independent
inspection firm to cerzify that ths commodity supolied meets or
did rot et specificacions of this IFB, and to deteraine by
standard methods that plmnt food nutrient equals or excecds
guarantced malysis printed ca the begs. Aclitionally, inspection
will te cade cm the follawing itozs:

(1)} Packaging test for bag specificaticns
(2) Proper markicg for shipment

(3) Moisture content

(4) Mechanical condition of waterial

(S} Filled w2ioht of bars if bags were mmmually filled
and weiched, '
B. The cost-of inspecticn is for the accoimt of the S..slier
and is to be includ:d in the cffered price. A certifiad cony
of the Inepncction Cortificate for ecach shipment will bz subsitted
by the instcction fim to:

THE OFFICE OF COTODITY MIACDENT
CELODITY A PRLCIREENT SUPTCRT DIVISION
PO g 20 ENTZIATIT AL CEVELS T LNT
WASHINGICH, D.C., 20523 LSA

C. Cortificote of Inspectiza issund by ooy of the following
Inderondent imspecoicn firrs will be accepted. Bids must includs
the m2 of the irsrecticn firm chosen, end the nazz of the
laborztory to be uscd if other than its o,

SGS CCHIRIL SERVICES 17 DATIIRY PLALS 1TTT%
: MEW YORK, NY 10234
RC2LRT ¥W. 1INT & (0. 810 SCUTH CLINTCH STRLET
QHICAGD, IL 60307
U.S. TZSTIG (. 1041 PARR AVEIAZE
HOZOYEN, ¥J 07020
AVERINSPECT CC%P. 17 DATTE™Y PLACE X004
NG YCIK, NY 10804
THORWTCH LASORATORIES P.0. ZOX 23!}_’), TAPA, TL 33601

LGN & BRDRE, (NG 6252 TALLS ROAD, TALTDCRE, D 21209
SHILSTXLE TESTING LAD., DX, P.C. BOX 13163, 1OGSTON, TX 77019

D. Succliers wishing to use inemection firms other than
thosz ol sbeve rust receive prior eyproval from AlILD.,

ST

SLiR/CC /UPS, in Lashincten, D.C. teifore the vee of another firm.

E. In =4dition to the freraing, the Somlier agrees to
rotifr 2i» desim~aiad ingrectic: eoeacy in wrizinz at least
ten (7)) <avs in olvance of comzlocien of manuracture tiat the
fertilizer s ready {or {inal inspectica.
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Sanpling and Testing

7

R

()

Pepansibility and Scope: General Instructions to

the Insn=ctor

(a) The official insmection flrm/labtoratory,
or othor firm amnroved by A.I.D., shkall follow the
procedures as covered herein.

(b) The official symles shall b2 taken at

the last point where the raterisl is handled prior

to ship loading, HKaterial chall bte somoled periodically
gt the tire of banoing before the 2ro is clesed wheasver
poasible. The Inspection firm s ramired to draw the
official sroies 1t<n1F ad arran~= l-boratory
analysis cf scoo in accordance with procedures

gpecificd Lerein,

(c) Tho official camles obteined by procedures
snecified in the following Sectiom 2, F,(3), (Collection
andd Precaration of 0f7ic:al Sgmlas), roy be used

in the event of a distute regarding cuality of
coemodity.

(D Each camodity specificaticn ircludes, wncer
the Leading "Analytical ‘bthods of «uality Control',
precise cralytical petiodsfor checkinn cosplisnce

vith A.I.D, s,:ecificat;o".s. thless otlerwise indicated,
the nirmerical citaticas shown for chonical recuircrents
refer to ansiytical z:aticds inthe 12th faition(1975)
of the Aszc-iaticn of Cfficinl Analvticzl Cherists
(A.0.A.C) 'srmpl, CIVICTAL VTNV OF ANALYSIS,
Citaticre for phvsical T-rarereal  ona for 12mmtified
crermicel remiires=its relsr to the .d Tdition (1274)
of the Fertilizer Inctiswrte (TFI) b ~ual, (EOTILIZTR
SAPLTS O RMALYTIC, UGG, DPeth ronmnls e

well (TN T POTeiGis 3'* 12 [nited Statas and zbread
who werlh with arricvitural chomicals. Tha ALCUALC,
Manual ray be cbtainzd from the Associaticn of Official
Analyticel Tosnists, Pl O. Zox 840, .caisman Franklin
Statien, ‘;':-5311:151:(.’.1, D.C,, 0048, T.z 1Tl ‘omual zay
te obtained frem tlx Fertilizer Insritute, 1015 13th
Street, :.3/. Hashington, D.C., 20036.

Snecial wormimts
(a) The inspectizn fiyvo shall rerforz its

sawpliny and insrection duticy e bazs of fertilizer
at vnouvowaced tices, but ot L terveis uot excecding
cignt (2) hwours bagging.

M) 'x";ze inspccto* stail bo rearozsible for ..a&.ing
srrarer °ents with te “"" ing flros to folloy the
sazpling p'ow..Jr"s a3 n‘uicated in varegraph 2.5.3.,
opendix "AY (6), belov.

(o) The In. . ctor shall assure that vesscl bolds
are clean, cry, and rexiy to receive ca.-ﬂo, tat the
carso is loalad gteard vossel, that loading is ceased
“rpine jrcieo~ent weatnor or ‘or yer~oas which oy
darag? the careo, and tihint the stoTnce TrOCcHduTes
are sixh that they will rot dzsase tie cargo ner
result in Mecharging difficudtics.




—-

LB

ASPI2DIX W (7)

(4] ‘nm Certificates of Insrection, Simline
and Aralysis s'all be i:ssund by the fnsecrion avrmey
to the I‘urr. 30T, Seller, and AJl.D., &7 the others
“that ray b Cosignated, within ten (10) cays of
the £inal s rtplmg. '

(e) Vrere 1shoretory snalyses sre included
in tre ceedity specificaticns, the inspection
certificata rust include ectual laboratory results
for coch 1 avired test. I inspzcticn and/or
aralvsis roverl any deviatim tr,‘cv*-'n tie actual
comndity or enpdities and tha enecifications
as stated in this IFR, the inspecticn i nust
notify the Par ‘1ra‘. Srmlicy, and AJLDL/SER/
COM/CDS of cuch discrenicics in’.'.:diatrlv. 1f
the coroadity or corwolitics saet the spccificaticns
without excenticn, the insrecter shall corclinds
his report st: Lx*a if tnwe, that the fertilizer
meets contruc 5""”'1..».1&."1015 (in tho stated IFD),
and that the t\ £5 &snear to meet spcc1‘;at10*:s
upon visual inspectien.

(3) Collection ond Premarstion of Officlal townles

(=) Pacred Fertilizor

(i} Cira=d """5 - = Matericl shall be
sarpled as smecifi-d Al 112 i muber of

bass to ha soonled S } in the swmlirt scholule(R).
The Tinctired 1ary ¢804 atly patehed with printed
1gtels, prescure sccsitive taffs, ot s.-g,z‘.i smtchivg waterial.

ateorial ghall be sooplad
v arn cles:

Ly taling com s:gnles Lro
ire Q-——-r-leL ("t’!]“ -l. T—' Jiv
,l_w'nc::dix et (R) o the m aring O‘V"I‘.."C"“fl to
ticns of tha entivr let, “5 T

5 specifizd in the followis ne g -':ln g sc..c;l, c.

(1'-) fo--dire Sobrlile - - Yhere stioan samnling
s rat 1 : o ofricizl fertilizer
sar—les, for s ,um", tenaed or tulk

materinis ¢

ro. of Basns to be Harnled
TS (m.t) or ipercrents (o te taten
15,000 TSP 300,000
22,000 DAP 449,000

15.000 MAP 300,000 i

Voovde r i

en ‘u.i'“" cile
rl..u. vTe ‘JLT"ti "
te ia ceoordane
4051,

te
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(4) Distribution of 0fficial Sawple

Thoofficial ccnsolidatod sawple shall be divided
into four (4) parts, prior to grinding, by means of riffling,
usiny the procecure specified in Szmple Preparation (4), One
of the four (4) parts shall be analyzed by the ofrficial
inspector, cne is x2de availzble to tie Seller upon
reqizst, and the rorcining two (2) such parts shall be
reteired by thevfficial inspector for a mii’.um period
of six (6) eonth.; for possible use by a third referee
chenist in the cvcr.':,of a Jdispute or reserve purposes.

(5) Collection of 23z Cermles

The inspection firm shall cbtain at least four (4)
cormleto samples each of the cuter hags and of the liners
being used, and retain such samples for a minisum period
of six (6) months. : ‘

G, Certification of ¥eicht

(1) The indererdent inspecticn fira shall attest, om
or prior to tho date of the Bill cf Lading, as to the
welghts of the commadity or comedities describad i

the invoice. _

(2) Tre insvecticn firm shall chock the bazzing scales
and tere waishits at intervals not to exceed 16 tnrging
kours. Thelnsrector shall also spot check broead material
alresdy stcchkpiled in tho wareicuse at intervals not to
exceed cicat (8) L zning hours. For purpeses of checke
wei, .57, o accurate platform scale edjacent to the
bagzfaz line should he maintained, k2pt clean and in
balai.ca.

(3) Theinsnecticn fim shall essure that scales are
checled ot intomaals Jurdng borgine end shadl roweigh
begs periodically during the cperatiem, keeping a record
£ these weight checks.

EVALUATICN

A. Sinnle-'trerient Fertilizers

Pertiiizers will Lz evaluated on the busis of tl2 minimm
cuaranteed annlysis in incveronts of cne unit cof Plent hutrient
(7); e.g., triple supcrgosphate renging frem 46.0% to and
including 45,971 B will be evaluztad as 464,

B. Mppltinutrient Fertilizers

Fertillzers must be guarmtead and will be evaluated only
on the busis ol the snalysis requested in the Tander; e.i., 13-46-0
will be cvaluated as 18% nitromen and 463 P O or a total of

64 units of Plunt Autrient. 2 S
DISCOUNTS
A Rates of Niscoumt

When a shirment £uils to mect the rrade of Tlant Mutrient as
cuaranteed, thic folloewine discount schizdule will apply:
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A ARV con bavietion from Cuarantaod Analysis Adjustment Factor

(1) vhe.. the deficlency of any Nutrieat
guarantced is 0.° units orless. -0

(2) vhen the deficiency of any Nutrient
gusranteced is morce than 0.5 but
less thsn 1.0 units ' 2

(3) When the deficiency of any Nutrient
guarenteed is 1.0 units or more 3

The sbove discounts will apply to each Hutrient guarmteed.

No allowance will be rade rfor excess over guarantco of ane
nutrient to balance deficicncy of anotwer nutrient. Plant
Nutrient value will be calculated on tae basis of the contract
price per ton of comrodity.

B. Pxermlo of Computation

(1) Analysis of triple superpiosphate euaranteed by
the Scller is 46% on a let of 1,00 tons nriced at 3575.00 per
ton. Upon testing, the Flmt Nutricct coatent vas found to be
45.2% viz., Jdoficiency was 45.0 minus 45.2 @ 0.5 of a wnit.

Price ndjustment (discount) is computed as folliows:

0.8 (wit deficicncy) times 2 (a. justment factor) times
$1.63 (plmt nutriont valdc) = $75.00 Jdivilied by 46 times
1,000 {piker of tons) ecuals $2,608.00 therefore, the
total discount would be $2,403.00.

(") Analysis of 16-16-8 cronular wired fertilizer
guarantead ty tho Sur-lier are 1647, 164 2, Q and 84 K O on
g8 lot of 5,07 teas vricsl et 8O0 cA - 3 2
per. ton. L‘m tcsttrt' the Plant Mutrients were feund to be
15.3%M, 15.1‘1 P Q0 ald.8t KO0

2 5 2

viz., deficicncy was 16.0 nirmma 15,3 = 0.7 of a wnit,

Price Adjustrent (discoumnt) is cormuted as follows:

Althouvzl both Dz Q and }2 0 exceeded guarantee, no

allowance is mads for these excessss to ! lanca the deficiency
of M.

C. Discmmt for Trcerlinz Chlorine Tolarance in Potassium Sulfa

0411 loann toleraice of 0.5% above specifications will be
rermitted witivut disccuit. For every 7.°1 in encess of thuis
tolerrnce, 8 discount of 5% of the compuced contrect cost will
be chzrgod.

D. Non-*Mitri=:t Deficicrcies

1f, aflter insmection, o~ [ertilizer is deteorrined by thn
Marchaser ~t ths Fort of Loading to v so deficicnt as to be
waccentabie, thetirnrchazor ray decline to accept tha commedity
nd exerciz. pprooricie lerel reowedias.  IE, heeaver, in snite
of defjcimicizs , the Murghiser dorayrines to gctint the comrodity,
tha Purchnzer shall ke cennmitied, I 20y event, to a reisonablie
adjusteent in thae quoted C & T Mrbosa Liner Tcms Frica.
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APTIGTX VR
PROFORVA OFFERS TO STLL:  INVITATICH 1O,
4
TYPE OF FERTI-| ilil MM SPECIFIC P7RIOD| PRICT PR YTOM | IETATLED PACK-| ponr or
NAME OF LIZER OFFZRED | (orypanop | OF SATLAILITY | CTTRE 05 - | ING SHCIF- | g
SUPPLIER 'X;":""ﬂ;‘(_"r)k FOR SiidaT LUCT) IN TOLIARS | CATICHS e REMARKS
TROT PO (C & F Pymian
LIMER TC7HS)
1 2 3 4 5 6 7 g
\

Offors shall be submitted in quadruplicate (4) end properly authcaticated by persons preparing the offers.
CEPTIricAan e

carplies with all the terrs of the IF3, its appeadices and amen trents.

The undersimned submits cffer and certifies on btoelslf of the niwed Sunplier that except as hereinzfior represcnted, this ofivr

exception. Ixcepticn may result in rejectiom cf blid).
Source:

(Excentions, if enmy, must be clearly stated, incorrorated in the above bid, and clearly and expressiy identifiel as oo
(Country)

Oricin: (Country)
Nams of La2boratory performing analyscs '
(if other than Inspecticn Fire's own lab:

Naae of Icssection Plim:

(Signature & Title)

{Fing)

(Date)




APPENDIX "C' (1)
AGREEMENT TERMS

Payments:

(a) Within five (5) business days after Purchaser has dis-
patched the Notice of Award(s) to Supplier(s), Purchaser shall request
A.1.D. to open a Direct Letter of Commit;ment in Supplier's favour,
in an amownt equal to the contract price and payable in U.S. Dollars.
The Direct Letter of Commitment shall be operable only after A.I.D.
has received nrotice from t'e Purchaser that Purchaser has received
frgm the Supplier a Perfornance Bond acceptable to both the Purchaser
and A.I.D, .

®) The Direct Letter of Commitment shall provide for
payment upon presentation of the documents listed below to:

OFFICE OF QO'%ODITY MANAGRENT (OCM/SE)
ACGENCY FCR INTFMATICMAL DEVELOPMENT
VASHINGTON, D.C., 20523

ATTN: MR. C. EUGENE CLARKE
1) Pill of Lading: One original and cone copy of a simed,

clean, necotiable on-poard Bill(s) of Lading, showing that the
conmnodity hos been consigned directly to the Purchaser. The
Bill(s) of Lading shall be rarked "CN-BOATDY'.

(2) Sumplier's Invoice: The original and one copy of the
Supplier's cetalled D1iwoice showing the following:

(a) The name and address of the Purchaser, and the
™™ and noti  of Award numbers;

; 2 quantity and commadity descrintion shirpped
. =ui. .ic .. .etail for ready idsntirication;

(¢) 1he total gross sales price;

(d) The total net sales price, determined by deducting
from the total gross sales price the amcunmts recuired to be
deducted wmdor Section 201.65(h) of Legulation 1, as amended,
all trade discowts to wiich the Purchacer is entitled, and
all connission and service payrents to the extent they are
ineligitle for dellar financing wundsr Section 201.65 of
Regulation 1, as amended;

(e) The delivery terms;

(f) Tre dollar amount of any incidental services which
are not included in the price of the commodity for which payment
is claimed;

(g) To the extent that tho comodity includes other
comedity-ralated services, a description of such services and
the dollar awiumts attricutable to such services.

(3) Smplier's Certificzote: The original and one cony of
the Sum~T1icY ™5 Ceroizacaes (comm AJILD. 232) executed hy the

Sumplier of the cormodity covering tiwe cost of the commodity-
related serices furnished by the Sugtlier.

Note: Tue oriniral of each Svnplier's Certificate (Form
A.T.D.2%2) shall be sirmzd by hand and shall bind
the person or ormanizzticn in whese behalf the
execiution is mode.
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4 A.I.D, Veucher: A.I.D. voucher (SF 1034) with three (3)
copies prepared by the addressee of the commitment or by the
bank as assignee or agent for the addressee of the commitment.

(5) Certification of Inspection: A Certificate of Inspectioa
and Approval, so label:d, must be issued Ly an independent
inspection firm approved by A.I.D., The certificate shall
state, if true, that upon its inspection, sarpling, and
testing of the named commodity, at the tire of loading on to
vessel, the comodity conforms to all the requirements of
the stated IFB, that the bags mcet the requirements of the IFB
upon visual and other testing by the inspection fim, and that
the vessel inspection requirement of the stated IFB has been
met acceptably and in full. The inspection certificate shall
be signed by an indivicdual authorized to bind the inspection
firm and shall be issued in an original and one (1) copy.

(6) Test Certificate: Certification in original and one(1)
copy issued bv the mznufacturer of the Fertilizer showing that
the Fertilizcr conforms to specifications of the contract at
the timeof delivery to the Port of Loading.

(7N Certificate of Weight: A certificate cxecuted by an
inderendent inspection agency in an original and one (1) copy
and dated on or prior to the date of the Bill of Lading, as
to -2 net and gross weight of the commedity or cormodities
described in the invoice. _

(3 Transmittal Letter: OCne (1) copy of Freight Forwarder's
transmittal evidencing trat aa original Dill of Lading was forwarded

to the consignee imnediately on sailing of thc vessel.

)] Certificate offag ‘nufacturer: A Certificate, in orjiginal
and cne (1) copy, frui lag ‘aniaacturers that Dags supplied

meet snecifications of tiis IT3. For polypromylene bags and
polye<hylene liners (liners only in the casc of jute bsgs),

such certificate shali include: actual laboratory results for

the tests reauired in "Test Mcthods'', Appendix "A" Section 1.A.l.c.,
and Anpendix "A" 3ection 1.B.1., if semarately requested by the
Purchaser. The certificate shall ident’<v the transaction agajnst
which the bags were furnished to the Supplier and tl.e A.I.D. Bag
Specifications contained in this IFR.

(©) If the supplier is paid throush a A.I.D. Letter of

Commitment is issuel lirectly to hinm, the Letter of Cormitrent
shall centain a staterment that ALILDL mny deduct from the payment
amount specified in the Letter of Corritrent ronjes cwed by the
beneficizry to A.I.D. anl covered hy A.I.D. Bills of Collection.
The A.[.D. Letter of Conmitment or any fimds due or to become Aue
under it ray be assigned only in accordsnce with provisioas of
Assignrent of Claim Act of 1949 (C.U.S.C. Secticn 203 and 41 U.S.C.
Sectior 15). A copy of a proforma A.I.D. Letter of Ccrmitment cam
be obtained for review by rmaking such reauest directly to A.I.D.,
SCR/FM/EFD, Washington, D.C., 20523.

Breach and Darages:

(a) The failure of Sumplier(s) to deliver the commodity
murchased heraunder in accordance with the terms and conditicns
hereof shall constitute breach of this Agreement and Spplier(s)
shall be liszbdle to Purchaser for domages suffered. The Purchaser
shz'1 have the right to exercise one of the following options:
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(1) Grant Supnlier an extencion of time. In this case,
Supplier shall pay Purchaser liquidated damages in an amount of
one percent (1%) per week, or fraction thereof, of the contract
price of the delayed commdity, up to a maximm of ten (10)
percent.

(2) Purchase on behalf of Supplier, and Supplier shall
pay Purchaser the difference, if any, between the price paid
by Purchaser and the contract price.

(3) Cancel the contract and foreclose upon the
Performance Bond.

(®) The failure of Purchaser to accept and te rake arrangements
for the payment for the ccmmodity purchased hereunder in accordance with
the terms and conditions hereof, shall crmstitute a material breach
of this Agrcement, and the Purchaser shall be liable to the Supplier
for damages suifered by the Supplier. :

Shirment Terms:

(a) C & F Liner Terms ¥cwhasa Vessel shall wean any and all shipments
hereunder, and terms of sales shall be on the basis of "C & F Liner
Terms Mcmbasa vessel port of shirment' which shall be defined for

this contract as ""ioaded and stoved or trirmed on beard averseas
vessel at named port of exrort, free of exvense to Purchaser'.
Supplier agrees to make quintitics of fertilizer offered and awarded,
available wit-in the delivery peried to the Purchaser in accordance
with the Agree—ent terms «nd Netice of loading clausc (see rara.3(b),
below). It shail be the responsibility of the Supplier to do the
following:

M Provide for, and pay and lear, all charges incurred in
placing -z cormodity sctually on board the vessel designated
and provided by or for the T[urciczer cn the date or within
the pericd fixed.

(2) Surply commedity cn board in such condition that a
ct2an on board ocean bill of lading can be issued.

(3 "c resmensible for any loss or damege, or bota, until
the coradity has been nlaced actually cn board the vessel on
the date ot vithin tie prried fixed <! clean on bLeard ocein
bill nf 1s'ig or clemn rate's recaipt is delivered to the
Purchaser or the agents rominated by the Purciaser.

€)) Pendar Purchazer or his authorized agents assistance

in obtaining thedociTents issued in the country of origir, or
shipment, cr both, hich may be reccuired for mupose of importa-
tion at destination.

{5) Be resnonsible for co-ordinction of leading schedule
“with “he designated carrier, or its agent, in accordance with
"Notice of Loading'* to be provided hy the Furchaser, as specified
herein below.

(b) Notice of loading:

The Purchaser asrees to require the contracted carrier to zive
fourteen (14) days' notice of vessel's exmocted reaciness at first
part of loadiny *+ the Teonlier. Such notice shall also state the
axict quantity of cargo required to be loaded. If tio loading vorts
are to "~ us-, the carrier, or his agont, are also to declare to
the Sumplioy the suantity of cargo reauired at second loadport nct
less than six (6) doys uwrior to comencement of loading at the second
loading port.
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(c) Notice of Arrival for Loading:

Seven (7) days' notice of arrival of the ship at the port
of loading will be given by contracted vessel to Supplier and
expected time of arrival will also be notified by the master
of the ship.

(d) Lightering:

Any Lightering required for loading will be for Supplier's
account.

(e) Dunnage:. .

Any Dunnage required for loading will be for Supplier's
account,

(f) Safe Rerth:

Delivery shall be made by the Supplier at safe Berth(s) and
safe port(s), at the Supplier's option, subject to the other
terms of this Agreement.

(g) Vessel Shifting Costs:

Time and cost of shifting from 1lst berth to 2nd berth at
the port of loading will be for Supplier's account.

(h) Rate of Loading and Unloading:

Supplier(s) agrees to load, stow and trim Purchaser's vessel
to an average rate of not less-than 1,250 metric tons per
weather working day, including Saturday forenoon, notwithstanding
higher stevedoring or other charges payable if any, Saturday
afternoon, Sundays and Holidays are exempt from the foresgoing.
At each port of loading used, time for loading will commence
at 8.00 a.m. on the next business day after the tendering of
notification of readiness, whether in berth or not. Should
Supplier(s) fail to load as above, Supplier(s) shall be
responsible for the payment of vessel's demurrage, as incurred.
Carrier agrees tc an average rate of unloading of not less
than m.t. per weather working day, including
Saturday forencon.

(i) VESSEL'S GEAR - LOADING LIABILITIES:

Average rate of loading set forth herein is based upon
the Purchaser's making available a vessel(s) with a minimum
of five (5) hatches, fully geared. The stevedoring will be
at Supplier(s)' account. The opening and closing hatch
covers and initial rigging of cargo gear will be at vessel(s)'
expense.

(j) INDEMNIFICATION:

The Supplier(s) shall indemnify the Purchaser for any
liability of the Purchaser to the vessel(s) owner, including
demurrage, dead freight, or any other damages attributable
to delayed or shortloading of the cargo. Despatch money
earned at the loading port will be returned to the grant
for use by the borrower. If the Supplier fails for any
reason to provide a vessel(s) within delivery period specified
in the "MNotice of Award", then, to the extent that the
Supplier(s) after a fifteen (15) day period beyond the final
delivery date specified in such notice incurs reasonable
storage charges and other reasonable expenses for purposes
of making the commodity available to the Purchaser, the
Purchaser shall be responsible for such charges.

ASSIGNMENT:

Supplier(s) may not assign or delegate any of its obligations
under this Agreement to any party whatsoever without the
prior written consent of the Purchaser and A.I.D.
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The provisions of this paragraph shall app., to, but shall not be
limited to, ti:e following circumstances:

(a) Subcontracting for the procurcment of the commodity
purchased hereunder.

®) A sale or encumbronce of substantially all of Supplier(s)
shares or assets; a merger of Supplier(s)' business or insolvency
or receivership proceedings in receipt to Supplier(s)' business.

VAIVER:

The failure of either party to invoke or enforce any of the terms
and conditicrs of this Agrs - -at shall rot te deeued a waiver of
its conditions or an amendrent of its terms, nor shall a waiver of
any breach of the terms and conditions hc oof be deemed a waiver
of such tems or of any subsequsnt terms.

TERER AN TR TS

This Agreement contains cach and every representation, warranty,
proviso and condition of thz Agreement between the Sumplier(s) and
the Purchaser and shall stmerccde any prior written or oral agreerent
beti:een Supplier(s) and the Purchaser. This Agreczcnt may uot ve
snended or ssm-lermented in any r.:;ect except in writing, auly
executed bty rarties concerned. ’

Anplicable Law:

Suzmlier(s) snd the Purchaser exnressly acree that the terms and
conditions of this Acrecient shall be ccastrued to the laws of the
State of New Ycrk.,

Notices:

Evcent as ot>cr-ise snmecified, all rotices heraumder shall be in
writing, shall be effective upon dispatch, and shall ke given by
Ceposit in thz .S, mail, first class postage prenaid, by tested
telcx, by catla, or by hand delivery, addressé as folicws:

To Purchaser : Address designated in paragraph 1 of the IFB
With Cony to : SER/COM/ALT, Poom 709 RP
Acency for International Nevelomment
Viashingtan, D.C. 20523
To Supplier : Address desionated in the bid

or to such other address in the United States as the respective party
may desigazie in accorrdance with this rarzqraph.

Disputes:

A1l disputes arising in cernecticn with this controct shall be finally
decided wder tre fules of Cenciliation and Arbitre+icn of the
International Chamber of Cerwerce in Mew York, New York, by one or
more arbitrators appointed in accordance with the Rules.

Force “ajeure:

(a) Time is of the cssence relctive to Sir~ilier's performimce.
Hoever, nmeither party will beliable to tie other nor will this Asrocoant
be cdecmeu orcaci 2d excent 2s nrovidad in this rarcTrarh, for delays or
interruption in performing onlications hereimder rraxiwarely reosuiting

- . = >

from the follewing, disturizices, including but not llidted to fires,
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strikes or explosions; or any other casc ’eycnd the reasonable
control and s-itheut fault of the party ccncerned. Delays or
interrumtion in Sumplier's performance shall not be considered
beyond his reasonable control if arising from the non-performance
under sub-contracts for supplies or services if such supplies or
services were reasonably obtainable from other sources in sufficient
time to permit the Supplier to neet the required delivery schedule.

®) The party whose performance may be impaired by the
occurrence of any of the events referrad to atove (hereafter referred
to as ''the affected Party") will prcrptly nc“ify the other of the
fact, indicating the steps required to minimize the impaimment and
its pro~able effect on the delivery date or tuc schedule of
delivery dates. :

{c) If the probable effect of s-°" irpairment is to delay
perforrance of this Agreement for a period in excess of 60 days,
the affceted varty wiil furnish to tho other party weekly reports
together with any reports of other significant events which may
effect the situaticn,

Perforrance Bond:

{a) within fifteen (15) days from the date of the !©tice
or Award, Supnlier si~ll Arnis’ ™irchaser with a Perforraice Bond
indernify~ - Purchnser from any loss it may suffer as a result of
Supplisr's failurc to perfomm a~; of the terms of this Aprecrent,
It shall be issued in favour of the Furchaser in '.S5. dollars in an
amount rot less then ten percent (17) of the contract price.

M) The Performance Bend shall be in the form of a certified
checl, cashier's check, bank boind or clean itrevocable letter of
credit, issued hy a bt with sulficiznt csoots to assure Tayrzat.

If Sn ~lier is a .G, Splier, the Perior—min ?end may oleo be
in the form of a surety bend it~ 2! Ly a suerely corpamy arorovad

)
7
-

for govermment contracts by the U.S. Treesury ¢ narteent.

(c) The Perfor—ance Pond shzll be r-1:2sed within 15 days
after S—mlier's rrccentation of the payrent < -~ments listed in
parazrast 1 of this ampendix. I'-ever, if & ‘otice of MAwerd rcrovides
for more thmm ome Anlivery, the Performance T may be decreased
by ten norcont (179) of the value ofthe delivery, sfter vresentation
of the pmyTent doc ments covering that delivery.

() Murchaser's collection of any sums from the Bid Rend
or Performance Rerd shall not precluds it frem pursuing any other
reredy that it may have at law, at equity, or otherwise.

Sevarahility:

Shonld mnv provisicns of this Arrcement herealtor te determirad to
contravema any lav or public rolicy of the Unitcs States of America
or the Purchaser, the remainine rrovisicns hereof shall continue
and rerain in full force and effcct ond be constirued to irplerent
to the roximun rossihle extent, the intent of the parties expressed
herein.

Clearance Docrentation:

Prom?tl}r'fallloz-.-j[_nj felivery to vessel at the Tert of Loading, Supplicr
shall 1ail the folleiirs clearance camentatica to the folicwing
aidress : £ th-e the Jdoczents arrive at lcast ten (10) Guys in
advance of the schaduled arrival o¢f the vessel cairrying the coamodity:
» 4
(2) REPURLIC OF YA

THE :laa FARMERS! PESOCTATION (CD-OFERATIVE) LIVITED
P, 0. 12X 35, NAKERH, XINYA,




APPENDIX "C" (7)

Documents to be forwarded One (1) Originsl and one (1) ccpy
of the Bill(s) of Lading.

One (1) copy of Supplier's Invoice.

One (1) copy of Supplier's
Certificate (Form A.I.D. 282)

One (1) copy ~F each certificate
listed in Paragraph 1 of this
Appendix.

(b) EVBASSY OF Ti{E REPUBLIC CF KENYA
2249 R STRFET., N.W. WASHINGTON D.C. 20008.

Documents to he forwarded: Tvo (2) Original Bill(s) of Lading
and two (2) copies of Bill(s) of
Lading.

Tv.o (2) copies of Supplier's Invoice

Tvo (2) copies of Supplier's
Certificste.

Tvo (2) conics of each certificate
licted in Paragrarvh 1 of this
A endix.
(¢} U.s.A.I.D./Director
; U.S.A.I.D./Kenva
P.O. BOX 30261
Nairobi, Kenya
Docurents to be” forwarded @ Cre (1) copy of the Bill(s) of
Ladino.

Ore (1) comy of Sunnlier's Invoice

One T1) copy cf Smplier's
Certificote. (Form A.I.D.282)

Cne (1) covy of cach certificat.c
listed in Pararrasih 1 of this
Anzendix.
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CONFIRMATION OF AWARD

No:
Date:
TO:
FROM
Gentlemen:

We herehy confirm as Purchaser our purchase from ycu of the fol-
lowing cuontity of fertilizer offered by you wunder the terms and
conditions of Invitation-For-iids (IFB) No.
dated . The cenirazct for tiis purciiase snall
be coimosad 0f thae Im, the aLpendices, the Bid, the Yotice or Award,
this Confirmation of Jward, ana the terms of /ID Regulaticn 1.

The bacs shall mzet thesp cifications set forth in the IFR.
A lead timra of several weeks beoween o“.wmrT and s ulvery may be
reeded fcrhag nrecure~ent of the necessary £ags in orcer to assuwe
theilr timely avaitonility to you.

This award is conditioned upon your fuumishing Purchaser with
a Perfomnce Bond as set forii w1 the contract docusents within
fifteen (15) days of receipt of iwtice of Award thercof.

TYTE & PORT OF DELIVERY
LINTITN PACKDNC CTTITY pRICE  RELIVERY PERIOD

Sincercty yours,
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A.I.D. Grant No. 615-0200

COMMODITY IMPORT GRANT AGREEMENT

Dated: September , 1980

Betweeh

R

THE REPUBLIC OF KENYA ("Grantee")

THﬁ UNITED STATES OF AMERiCA, acting through the

AGENCY FOR INTEBNATIONAL DEVELOPMENT ("A.I.D.")
Article 1l: The Grant

To finance the foreign exchange costs of certain
commodities and commodity-related services ("Eligible Items")
necessaryAto assist the Grantee in meeting a serious foreign
exchange shortage, achieving development objectives and
improving the stardard of living of Kenyans, the United States,
pursuant to the Foreign Assistance Act of 1961, as amended,
agrees to grant the Government of Kenya under the terms of
and One Half

this Agreement, not to exceed Fourteen/Million United States

dollars ($20,000,000) ("Grant").

Article 2: Conditions Precedent to Disbursement

Section 2.1. Conditions Precedent. Prior to the first

disbursement under the Grant, or to the issuance by A.I.D. of

documentation pursuant to which disbursement will be made,
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the Grantee will, except as the Parties may ctherwise
agree in writing, furnish to A.I.D., in form and
substance satisfactory to A.I.D.:

(a) A statement répresenting and warranting
that the named person or persons 5ave the authority
to act as the representative or representatives of
the Grantee pursuant to Section 7.2, together with
a specimen signature of each person cértified as to
its authenticity.

(b) The designation of a repository and special
account for deposit of lbcal currency generations from
the sale of commodities financed under this grant as
provided in Section 5.1(a).

Section 2.2. Notification. When A.I.D. has

determined that the ccnditicns precedent specified
in Section 2.1 have been met, it will promptly notify
the Grantee,.

Section 2.3%. Terminal Date of Conditions Precedent.

If all conditions specified in Section 2.1 have not been
met within Two Weeks (15) days from the date of this
Agreement, or such later date as A.I1.D. may specify in
writing, A.I.D., at its option, may terminate this

Agreement by written notice to Grantee,
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Article 3: Procurement, Eligibility,'and Utilization of
Commodities

Section 3.1. A.I.D. Regulation 1. This Grant and the

procucement and utilization of commodities and commodity-
related services financed under it are subject to the terms
and conditions of A.I.D. Regulation 1 as from time to time
amended and in effect, except as A.I.D. may otherwise specify
in writing. If any provision of A.I.D. Regulation 1 is
inconsistent with a provision of this Agreement, the provision

of this Agreement shall govern.

Section 3.2. Eligible Items. The commodities eligible

for financing under this Grant shall be those mutually agreed
upon by the Parties and specified in the Implementation

Letters issued to Grantee in accordance with Section 7.1 of
this Agreement. Commodity-related services as defined in
A.I.D. Regulation 1 are eligible for financing under this
Grant. Eligible Items will be subject to the requirements

and Special Provisions of Parts I, II, and III of the A.I.D
Commodity Eligible Listing which will be transmitted with

the first Implementation Letter. Other commodities or services
shall become eligible for financing only with the written
agreement of A.I.D. A.I.D. may decline to finance any specific
commodity or commodity-related service when in its judgment
such financing would be inconsistent with the purposes of the

Grant or of the Foreign Assistance Act of 1961, as amended.
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Section 3.3. Procurement Source. All Eligible Items

shall have their source and origin in the United States of
America (Code 000 of the A.I.D. Geographic Code Book as in
effect at the time orders aré placed or contracts entered
into for such ﬁliqible Items) except as A.I.D. may specify
in Implementation Letters or as it may otherwise agree in
writing.

Section 3.4. Eligible Date. No comrmodities or commodity-

related services may be financed under this Grant if they were
procured pursuant to or@ers or to contracts firmly placed or
entered into prior to the date of this Agreement, except as
A.I.D. may otherwise agree in writing.

Section 3.5. Procurement for Public Sector.

(a) With respect to procurement under this Grant by or
for Grantee, its departments and instrumentalities, the pro-
‘visions of Section 201.22 of A.I.D. Regulation 1 regarding
formal competitive bid produres will apply unless A.I.D.
otherwise agree in writing.

(b) Grantee will undertake to assure that public sector
end-users under this Grant establish adequate logistic mana-
ment facilities and that adequate funds are available to pay
banking charges, customs, duties and other commodity-related
charges in connection with commodities imported by public

sector end-users.




-5-

Section 3.6. Special Procurement Rules

(a) None of the proceeds of this Grant may be used to

finance the purchase, sale, long.term lease, exchange or

guaranty of a sale of motor thicles.

(b) The source and origin of ocean and air shipping
will be deemed to be the ocean vessel's or aircraft's
country of registry at the time of shipmentf

(c) All international air shipment financed uﬁder this
Grant will be on carriers holding U.S. certification to per-
form the service, unless shipment would, in the judgment of
the Grantee, be delayed an unreasonable time awaiting a
U.S.~-flag carrier either at point of origin'or transshipment.
The Grantee must certify to the facts in the vouchers or
other documents retained as part of the Grant records.

Section 3.7. Financing Physical Facilities. None of

the proceeds of this Grant shall be used for the purchase
of commodities or commodity-related services for use in the
construction, expansion, equipping, or alterations of any
physical facility or related physical facilities.

Section 3.8. Utilization of Commodities

(a) Grantee will assure that commodities financed under
this Grant will “e effectively used for the purposes for which
the assistance is made available. To this end, tﬁe Grantee
will use its best efforts to assure that the follbwing pro-

cedures are followed:
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(i) accurate arrival and clearance records are main-
tained by customs authorities; commodity imports are promptly
processed through customs aé ports or entry; such commodities
are removed from customs aﬁd/gr bonded warehouses within ninety
(90) calendar dgys from the date the commodities are unloaded
from the vessel at the port of entry, unless the importfer is
hindered by force majeure or A.I.D. otherwise agrees in writing; .

(ii) proper surveillance and supervision are main-
tained to reduce breakage and pilferage in borts resulting from
careless or deliberately improper cargo handling practices, as
specified in detail in Implementation Letter; and

(iii) the commodities are consumed or used by the im-
porter not later than (1) year from the date commodities are
removed from customs, unless a longer period can be justified
to the satisfaction of A.I.D. by reason of f. -~ce majeure or
special market conditions or other circumstances.

(b) Grantee will assure that commodities financed under this
Crant will not be reexported in the same or substantially the same
form, unless specifically authorized by A.I.D.

(c¢) Grantee shall use i1ts best efforts to prevent the use
of commodities financed under this Agreement to promote or assist
any prcject or activity associated with or financed by any country
not inciuded in Code 935 of the A.I.D. Geographic Code Book as in
effect a- the time of such projected use, except with the prior

written consent of A,I.D.

Section 3.9. Minimum Size of Transactions. No foreign

exchange allocation or letter of credit issued pursuant to

this Agreement shall be in an amount less than
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except as A.I1.D. may otherwise agree in writing. The minimum
- size of transaction restriction is not applicable for end-use

importers.

Article 4: Disbursement

Section 4.1. Letters of Commitment to Banks. After

satisfaction of the conditions precedent, ‘the Grantee may
obtain disbursements of funds under this Grant by submitting
Financing Requests to A.I.D. for the issuance of letters of
commitment for specifiéa amounts to one or more banking
institutions in the United States designated by Grantee and
satisfactory to A.I.D. Such letters will commit A.I.D., to
reimburse the bank or banks on behalf of the Grantee for
payments made by the banks to suppliers or contractors, under
letters of credit or otherwise, pursuant to such documenta-
tion requirements as A.I.D. may prescribe. Banking charges
incurred in connection with letters of commitment and dis-
bursements shall be for the account of Grantee and may be
financed by this Grant.

Section 4.2. Other Forms of Disbursement Authorizations.

Disbursemcnts of the Grant may also be made through such other
means as the Parties may agree to in writing.

Section 4.3. Terminal Date for Requests for Disbursement

Authorizations. No letter of commitment of other disbursement
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authorization will be issued in response to a request received
after twelve (12) months from the date the Grantee satisfies
the Conditions Precedent in Section 2.1, except as A.I.D. may
otherwise - agree iﬂ writing..

Section 4.4. Terminal Date for Disbursemen:. No dis-=

bursement of Grant funds shall be made against documentation
received by A.I.D. or any bank described in Section 4.1. after
eighteen (18) mcnths from the date the Grantee satisfies the
Conditions Precedent in Section 2.1, except as A.I.D. may
otherwise agree in writing.

Section 4.5. Date of Disbursement. Disbursements by

A.I.D. shall be deemed to occur on the date on which A.I.D.
makes a disbursement to the Grantee, or its designee, or to
a bank, contractor or supplier pursuant to a Letter of
Commitment or other form of disbursement authorization.

Section 4.6. Documentation Requirements. A.I.D.

Regulation 1 specifies in detail the documents required to
substantiate disbursements under this Agreement by Letter of
Commitment of other method of financing. The document number
shown on the Letter of Commitment or other disbursing authori-
zation document shall be the number reflected on all dis-
bursement documents submitted to A.I.D. In addition to the
above, the Grantee shall maintain records adequate to establish
that commodities financed hereunder have been utilized in

accordance with Section 3.8. of this Agreement. If additional
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documents are required by A.I.D. with respect to specific
commodities financed herein, details of those documents will

be set forth in Implementation Letters,.

i

Article 5: General Covenants

Section 5.1. Taxation. This Agreement. and the Grant

will be free from any taxation cr fees imposed under the laws

in effec: in the Republic of Kenya.

Section 5.2. Reports and Records. In addition to

requirements in A.I.D. ﬁégulation 1, the Grantee will:

(a) furnish A.I.D. such reports and information relating
to the goods and services financed by this Grant and the per-
formance of Grantee's obligations under this Agreement as A.I.D.

may reasonably request;

(b) maintain or cause to be maintained, in accordance
with generally accepted accounting principles and »ractices
consistently applied, such books and records relating to this
Grant as may be prescribed in Implementation Letters. Such
books and records may be made available to A.I.D. or any of
its authorized representatives for such periods and at such
times as A.I.D. may reasonaly reguire, and shall be maintaired
for three years after the date of last disbursement by A.I.D.
under this Grant; and

(c) permit A.I.D. or any of its authorized representatives

at all reasonable times during the three-year period to inspect
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the commodities financed under this Grant at any point,
including the point of use.

Section 5.3. .Completeness of Information. The Grantee

confirms:

(a) that the farts and circumstahces of which it has
informed A.I.D., or caused A.I.D. to be informed, in the
course of reaching agreement Qith A.I.D. on the Grant, are
accurate and complete, and include all facts and circumstances
that might materially affect the Grant and the discharge of
responsibilities under this Agreement; and

(b) that it will inform A.I.D. in timely fashion of
any subsequent facts and circumstances that might materially
affect, or that it is reasonable to believe might so affect,
the Grant or the discharge of responsibilities under this
Agreement.

Section 5.4. Other Payments. Grantee affirms that no

payments have been or will be received by any official of

the Grantee in connection with the procurement of goods or
services financed under the Grant, except fees, taxes, or

similar payments legally established in the country of the
Grantee.

Section 5.5. Periodic Discussions. Periodically, but

no less than annually, the Grantee and A.I.D. will met to
discuss the status of the economy, associated economic issues

and the relationship of the A.I.D. program to those conc=rns.
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Section 5.6. Use of Local Currency

(a) Grantee will estab..sh a Special Account and deposit
therein currency of the Government of Kenya in amounts equal
to proceeds accruing to the Grantee or any authorized agency
thereof as a result of the saie or importation of the Eligible
Items. Funds in the Special Account ma& be used for such pur-
poses as are mutually agreed upon by A.I.D. and the Grantee at
the time this Agreement is signed, provided that such portion
of the funds in the Specilal Account as may So designated by
A.I.D. shall be made available to A.I.D. to meet the require-
ments of the United States.*

(b) 'The Grantee ard A.I.D. will identify priority areas
for iocal currencies uses relat2d to the current five year

develcepment plan. An agreemenrt on local currency uses through

an exchange of letters will be issued within six (6) months
of the date of signature o7 this agreement. Ceneral areas of

generations include 1) agricultural
activities which directly imract on increased production for
which additicnal rescurces would increase, a) the rate of
implenentaticn or b) broaden the scope of the activity; and
2) new undertakings in manpower development, particularly

g or retraining of GOK agricultural field

*In addition, to the extent that direct costs of the imported fertilizers,

attributable to the cost of shipment on U.S. bottoms, will exceed com-
petitive costs, local currency generations may be applied, upon mutual
agreement by A.I.D. and the Grantee, to cover such costs in lieu of de~

posit in the special account.
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Article 6: Termination; Remedies

Section 6.1. Termination. This Agreement may be

terminated by mutual agreement of the Parties at any
time. Either Party may terminate this Agreement by
giving the other Party thirty (30) days written notice.

Section 6.2. Suspension. If at any time:

(a) Grantee shall fail to comply with any provisions
of this Agreement; or

(b) Any representation or warranty made by or on
behalf of Grantee with respect to obtaining this Grant

or made oOr
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required to be made under this Agreemént is incorrect in
any material respect; or

(c) An event occurs Ehat A.I.D. determines to be an
extraordinary situation that‘makes it improbable either that
the purposes of the Grant will be attained or that the
Gruntee will be able to perform its obligations under this
Agreement; or ‘ -

(@) Any disbursement by A.I.D. would be violation of
the legislation governing A.I.D.; or

(e) A default shall have occurred under any other
agreement between Grantee or any of its agencies and the
Government of the United States or any of its agencies;
Then, in addition to remedies provided in A.I.D. Regulation
l, A.I.D. may:

(1) suspend or cancel outstanding commitment docu-
ments to the extent that they have not been utilized through
irrevocable commitments to third parties or otherwise, or to
the extend that A.I.D. has not made direct reimbursement to
the Grantee thereunder, giving prompt notice to Grantee
thereafter;

(2) decline to issue additional commitment documents
or to make disbursements other than under existing ones; and

(3) at A.I.D.'s expense, direct that title to goods
financed under the Grant be vested in A.I.D. if the goods are

in a deliverable state and have not been offloaded in ports
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of entry of the Republic of Kenvya.

Section 6.3. Cancellation by A.I.D. If, within sixty

(60) days from the date of any suspension of disbursements
pursuant to Sectioﬁ 6.2, the cause or causes thereof have
not been corrected, A.I.D. may cancel ény part of the Grant
that is not then disbursed or irrevocably commitied to
third parties. |

Section 6.4. Refunds

(a) In addition to any refund otherwise required by
A.I.D. pursuant to A.I.D. Regulation 1, if A.I.D. determines
that any disbursement i; not supported by valid documentation
in accordance with this Agreement, or is in violation of
United States law, or is not made or used in accordance with
the terms of this Agreement, A.I.D. may require the Grantee
to refund the amount of such disbursement in U.S. dollars
to A.I.D. within thirty (30) days after receipt of request
thereof. Refunds paid by the Grantee to A.I.D. resulting
from violations of the terms of this Agreement shall be con-
sidered as a reduction in the amount of A.I.D.'s obligation
under the Agreement and shall be available for reuse under the
Agreement 1if authorized by A.I.D. in writing.

(b) The right to require such a refund of a disbursement
will continue, notwithstanding any other provision of this
Agreement, for three (3) yecars from the date of the last dis-

bursement under this Agreement.
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Section 6.5. Nonwaiver of Remedies. No delay in exer-

¢ising or omitting to exercise, any right, power, or remedy
accruing to A.I.D. under this Agreement will be construed as

a waiver of such rights, powers, or remedies.

Article 7: Miscellaneous

Section 7.1. Implementation Letters. From time to

time, for the information and guidance of both parties,
A.I.D. will issue Implementation Letters and Commodity
Procurement Instructions describihg the procedures applicable
to the implementation of the Agreement. Except as permitted
by particular provisions of this Agreement, Implementation
Letters will not be used to amend or modify the text of

this Agreement.

Section 7.2. Representatives. For all purposes relevant

to this Agreement, the Grantee wili be represented by the
individual holding or acting in the office of Permanent
Secretary, Vice-President's Office and Ministry of Finance
and A.I.D. will be represented by the individual serving
or acting in the office of the Director, USAID/Kenva, each
of whom, by written notice, may designate additional re-
presentatives. The names of the representatives of the
Grantee, with specimen signatures, will be provided to
A.I.D., which may accept as dully authorized by instrument
signad by such representatives in implementation of this

Agreement, until receipt of written notice of revocation of
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their authority.

Section 7.3. Communications. Any notice, reqi “t,

document or other communication submitted by either Party
to the other under this Agreement will be in writing or by
telegram or cable, and will be deemed duly given or sent

when delivered to such party at the following address:

To the Grantee:

Mail Address: s " Permanent Secretary
Vice President's Office
L, . ~and Ministry of Finance
P.O. Box 30007
Nairobi, Kenya

Alternate address for "cables: Finance, Nairobi, Kenva
To A.I.D.:
Mail Address: Director

A.I.D. Mission to Kenva
P.O. Box 30261
Nairobi, Kenyz

" Alternate address for ccbles: A.I.D., American Embassy,
Nairobi, Kenvya

All such communications will be in English unless the Parties
otherwise agree in writing. Other addresses may be substituted
for the above upon giving of notice.

Secticn 7.4. Implementation and Marking. The Grantee

will give appropriate publicity to the Grant as a program to
which the United States has contributed, and require goods
financed by A.I.D. to be marked as described in Implementation

Letters.
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IN WITNESS WHEREOF, the Grantee and the Unitcd States
of America, each acting through its duly authorized representa=-
tive, have caused this Agreement to be signed in their names

and delivered as of the day and year first above written.

THE REPUBLIC OF KENYA: UNITED STATES OF AMERICA:
BY: BY:
TITLE: Permanent Secretary TITLE: Director
Vice President's Office A.I.D. Mission to
and Ministry of Finance Kenya
BY:

TITLE: U.S. Ambassador






