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KENYA 

SECOND LIVESTOCK DEVELOPME~T PROJECT - CREDIT 477-KE 

Review Mission - February 22 - March 26, 1976 

I. INTRODUCTION 

1.01 This report is based on the findings of a review mission that 
visited Kenya betyeen February 22 and ~rch 26, 1976 compose~ of Mr. J.R. 
Peberdy, ~s. D. Lallement (IDA), ~essrs. B. Falconer (ADS), H. Jahnke and 
~. Creek (Consultants), R. Hofforth, and F. Abercrombie (USAID), J. ~1orris and 
B. Hal~in (ODM) and H. ~cGill (CIDA). Itinerary and list or ~ersons met are 
presented in Annex 1. Round-up meetings were held at the end of the ~ission 
with representatives of the various Departments and Divisions concerned of the 
~inisl~ies of Agriculture, Water Development, Treasury and APC. 

II. BACKGROUND 

2.01 The beef industry is one of the largest industries in the agricul-
tural sector in terms of lalue of production. At present, there are seven 
main sources of beef supply: 

(a) Smallholders in the high potential and marginal 
areas; 

(b) Large :ar.ns in the high potential areas; 

(c) Commercial Ranches which have been developed 
by settlers and are being Kenyanised; 

Cd) Cooperative and Group Ranches which are being 
developed in traditional smallholder range 
areas on communally owned or tribal land; 

(e) Company or Coooerative ranches which are b~ing 
developed by small tanners from adjoining areas 
on poorly managed underutilized or unoccupied 
Government lands in Coast Province; 

(f) Pastoralist areas, some of which are being 
subdivided into Group Ranches or, as in the 
case of the ~orth East and Isiolo, into grazing 
management blocks. 

(g) Feedlots on farms in the high potential areas 
taking cattle from the above sources. 
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Four main grades of beef are being produced: 

The Comm~rcial Grade is the lowest quality of beef. 
It basically shows none of the quality factors. 
The average weight (CDW) of a commercial grade c~r
cass at KMC is 109 kg. The commercial grade 
is mainly produced by the smallholder and pas
toralist. Perhaps 60% of the animals slaughtered 
are in this grade. 

The Standard Grade is the next quality above the 
commercial grade. It carries an adequate amount 
of muscling but no finish. The average CDW of a 
standard grade carcass is 152 kg. It is produced 
by all sectors and perhaps constitutes about 30% 
of animals slaughtered. 

The FAQ (Fair Average Quality) Grade is the next 
grade above the standard grade. It carries an ade
quate finish, irrespective of age. The average CDW 
of an FAQ carcass is 206 ~g. and is mainly produced 
by company and commercial ranches, large farmers and 
feedlots. 

The Choice Grade is one of the best quality of beef 
produced in Kenya. It carries an additional degree 
of finish over the FAO Grade, and only young animals 
qualify (not ~ore than 6 mature teeth). The average 
CDW of a choice carcass is 232 kg. It is produced 
by feedlots, large farmers and ranches which manage 
to produce early ~aturing steers. 

The consumption of the various grades follows the following pattern: 

The Commercial Grade is mainly consumed in the pas
toral and smallholder rural areas; most of the sur
plus is exported as canned beef; 

The Standard Grade is consumed mainly by higher 
income groups in the rural areas and in the low
income urban zones; 

The FAQ Grade is co~sumed domestically in the 
upper-income ur.ban zones and by tourists; the 
surplus is exported; 

The Choice Grade is consumed locally and exported. 

Annex 3 gives background to supply and demand of b~ef. 
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A. The First Livestock Project 

2.04 As part of an overall long-tp.rm program for the development of the 
range areas, the First Livestuck Project was appraised in 1967. It provided 
fund9 for: the development of commercial, company, group and individual 
ranches; facilities for marketing cattle; range development in the North 
East and the provision of technical ser~ices in the Ministry of ~~ricul
ture and Agricultural Finance Corporation (AFC). Due to problems in meet
ing terms of effectiveness and an initially cautious lending approach by AFC 
the project did not ceally get underway until January 1971. Thereafter it 
proceeded at a faster rate than expected and IDA disbursement was complete 
only seven months after the original closing date. The Project Completion 
Report (PCR) esti~ated that p~oject costs probably exceeded US$12.3 million 
of which IDA provided US$3.6 million and SIDA US$4.1 million. IDA disburse
~ents were completed in July 197~. 

2.05 The project wcs generally successful in providing range develop-
ment and institution building. It ac~ieved: 

(a) Full or partial development on 108 ranches compared 
with the p~ojected full development of 60 ranches. 
Overall, 0.67 million ha were affected compared 
with an appraisal estimate of 0.8 million ha, 
although th~ degree and emphasis of dev~lopment 
of the different ranch types differed considerably 
from that forecast. 

(b) TIle anticipated livestock market~ng target of 
50,000 animals. 

(c) With the funds available only one fifth (0.9 
million ha) of the planned range development 
in the North East due to overly intensive devel
opment of water supplies. 

(d) Improved service~. 

(e) Promotion of social change in the range areas 
and the testing of different ranch types. 

2.06 The peR report noted that problems in July 1975 included over
stocking; appearance of a cost-price squeeze affecting ranch profitabil
ity; and the need to improve ranch and project management. It recommended 
continued supervision. 
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B. The Second Livestock Project 

2.07 The Second Livestock Project was appraised in 1972 and became 
effective in December 1974. Similar in concept to the successful first 
project the second project was designed as a broadly based S-year inte
grated program to increase Kenya beef production and improve range infra
structure; it also contains a wildlife development component. Its main 
features are: 

(a) Establishment and/or improvement of: 

(i) 21 Company and cooperative ranches (590,000 ha) 
in unoccupied, or underutilized, or poorly man
aged land in Coast Province and Kitui; 

(ii) 100 existing" commercial ranches (340,000 ha) 
in Nakuru, Laikipia, ~yandarua and ~chakos 
districts; 

(iii) 60 group ranches in the pastoralist (960,000 ha) 
areas of Kajiado, Narok and Samburu districts; 

(iv) 3 feedlots outside the disease free zone, one 
each in Narok, Kajiado and Western Kenya; 

(b) Development of 2.8 million hectare of gra~ing land 
in the ~orth East Provinc~ and 1.2 million hectare 
in Isiolo District through provision of water 
facilities and access roads; 

(c) Improvement and/or construction of new livestock 
marketing facilities and services, holding grounds, 
stock routes; provision of cattle trucks and 
trailers; 

(d) Partial development of the Amboseli Park and 
Maasai ~ra Game Reserve and extension of the 
Nairobi Park;. 

(e) Establishment of a census and monitoring unit to 
provide up-to-date baseline data on wildlife, live
stock and cultivation in pastoral areas; 

(f) Pro"ision of technical services, including: 

(i) support of AFC Ranch Section; 

(ii) a pleuropneumonia mobile testing unit 
for the Veterinary Department; 
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(111) overseas training; 

(iv) a feasibility study of the l1vestock and meat 
industry; 

(v) project monitoring and evaluation and future 
project preparation; 

(vi) a proJect coordination unit set up in the 
Ministry of Agriculture to coordinate and 
supervise proj ect operati.ons. 

2.08 The total project cost· was US$59.7 million of which IDA was pro-
jected to meet US$21.5 million; USAID at least USS7.3 million (for some 
ranch development and North East water); UK not less than US$3.7 million 
for livestock marketing; the Canadian Government not less than US$2.4 mil
lio·.1 for Isiolo water development and the census and monitoring component 
of wildlife development; the beneficiaries US$8.6 million; and Government 
the remaining US$16.2 million. 

III. SUPERVISION REPORTS 

3.01 The first mission to visit the second livestock project was a 
start-up mission in June 1974; this was followed by two supervision missions 
in May and November 1975. From the outset supervision reports raised the 
following issues: 

(a) Weak project coordination leading to slow imple
ment<ttion. 

(b) Particularly slow ranch development (AFC had 
approved only 16 loans by November 1975). No 
satisfactory ranch p'.ans were being drawn. Ranch 
investment costs ·were far above appraisal esti
mates. 

(c) General escalation of project costs. 

(d) Continued Government control on prices, thus 
endangering the financial and economic viabil
ity of beef production. 

(e) Various outstanding problems associated with the 
wildlife component. 

By the end of September 1975 IDA had only disbursed US$285,OOO as compared 
with an appraisal estimate of US$6.3 million. 
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3.02 In view of these serious issues the second supervision recommended 
an in-depth review paying particular attention to project organization and 
management, the current economics of beef production, and the escalation of 
project costs. This was agreed with the Kenya Government. the terms of 
reference prepared for the present mission are given in Annex 2. 

IV. MAIN ISSUES AND ANALYSIS OF I~IDIVIDUAL PROJECT COMPONENTS 

General 

4.01 The second project was·designed to be an integral part of the Gov-
ernment's overall program to develop the range areas. Problems now beset
ting the project affect its ve~J viability. An examination of them, however, 
should not obscure the very ~reditable progre~s that Kenya has made in its 
attempt to develop its range· areas. In answer to a Kenya criticism that 
reviews tend to dwell on problems without giving sufficient acknowledgement 
to progress ~ade or the difficult nature of some of the problems, the fol
lOWing broad achievements should be recorded. the overall range program 
has been successful in: 

(a) Testing and developing suitable ranch and range 
organizat~onal structures adapted to different 
social requirements; there is no precedent to 
guide them in this work. In the pastoral areas 
radical changes are involved. Many problems 
remain but important social changes and bene
fits have been achieved in the pilot areas 
including desires to alter life styles, in
crease formal education and desire for the 
adjudication and registration of land. 

(b) Aiding Kenyan individuals, companies and 
cooperatives with no previous experience 
in ranching, to take over existing commercial 
ranches or develop previously unoccupied land. 
Ranches so far affected under the first and 
second projects cover a fifth (200,000 ha) 
of all previously commercially owned land 
and half a million ha of unoccupied land. 

(c) Developing necessary institutions including: 

(i) an increasingly well staffed Range 
Management Division with personnel 
at all levels who have received spe-

I 

cialized training in range management 
and who are now acquiring practical 
experience in implementation; 
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(11) a specialized ranch unit in AFC; 

(111) special legislation and 
ment to deal with range 
and orlan1zat1oa ~ 

Government d.pare
laad reaistration 

(iv) a livestock marketing division which haa 
tripled its handling capacity since forma
t10n; 

(v) a range water section, which. despite a 
slow start, enabled the first project to 
complete its program only 6 months late; 

(vi) specialized range education courses at 
diploma, certificate and Farmer Institute 
level; 

(vi!) a range research program and stations; 

(d ) Last-lY'. but not;- lea,c"; lava-Iving the Government 
in undertaking considerable expenditures in the range 
areas. 

4 .02 Keuya has been a leader in Africa in its attempt. to arrest the 
degradation of its rangeland through changes in traditional systems. A 
f eature O F Kenya's experience, however, has been a growing appreciation of 
the complexity of the problems (a reflection of the increasing knowledge of 
this previously little studied subject), and the tUJ\ I~ t takes to achieve 
results. Unfortunately, human population growth anQ. .. ·t he meeting of human 
subsistence and cash requirements f r q,l"A. Ii fully utilized llv ~}t:!);tock resource 
is proving to be a major proplem af<t:"~~1ng the introduction' of technical 
solutions. This could in many areas ~ndermine the technical innovations 
that are being attempted and which by their very aature take time to 
develop. 

4.03 After satisfactorily concluding the first project the second ana, 
eighteen months after signature, had run into serious problems in all com
ponents. The ranching development program has been slower than expected, 
particularly the development of the group ranches. Returns f r om ranching 
are depressed because producer prices between 1973 and 1976 increased about 
38%, while ranching operating costs increasea 90% and some capital invest
ment costs even more; as a result new comrany ranch2s with less than 20% 
participant equity are on the verge of bankruptcy and other ranching en
terprises have been making little, 1f any, profit, thus increasing the 
risk of major loan defalcation to AFC and eliminating tbe iacentive for 
further investment. Overstockiag was becoming a major problem as project 
commercial and company ranches vainly ,tried to increase their incomes by 
keeping more cattle and pastoralists were unable to maintain the alreed 
group ranch stock quotas. Feedlot production had levelled off at 20,000 
head per annum, and those operators without contracts at special price. 

http:no-leat-,-invo-lv.ng
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(i.e. all the IDA financed lots) had reduced or 3topped producing. The 
Livestock Marketing Division, having successfully built up its capacity, 
has 50,000 feeder cattle from the North East unsold in the holding grounds 
with no one with grass or money to buy them; it is losing KSh 5.0 million 
,'er ye,r. The North East range management and water program was proceed
ing but with market prospects for immatur~s dimmed, and the problem of 
responsibility and payment for operating the facilities already constructed 
causing problems. The Kenya Meat Commission lost Ksh 10.0 million in 1.975 
because the corned beef made from unfinished range cattle could not be sold 
profitably and because deliveries of good quality cattle declined - the lat
ter being the only type of cattle that could be sold and cover costs. In 
view of the stock available for fattening, the available market for quality 
stock and I01C's financial position, it is not irrelevant to note that in 
1975/76 the Maize Marketing Board (MMB) had returned to the familiar pat
tern of the 1960s and was losing large sums of money on maize exports; about 
30% of the producer price was apparently lost on every bag of maize it ex
ported. (E~idently, no eff~t was made to determine whether the combined 
losses of L~, ~lC and MMB could have been reduced by feeding the maize to 
cattle.) The wildlife component was going very slowly. 

4.04 The analysis of the livestock problems which follow will show that 
from this bleak picture six main issues are identifiable where the Govern
ment is in a position to take positive action which would go a long way to 
putting the progr~m back on course. They are: 

(a) Provision of adequate producer prices - without 
which the ranches cannot succeed and AFC finan
cial viability will be seriously affected. 

(b) Provision by ranching participants of sufficient 
capital and operating contributions - essential 
to ensure the sound financial structure of the 
entities and the conti~ued and proper operation 
and maintenance of the faL:~ities provided. 

(c) ~intenance of correct stocking rates - without 
which the ~~oduction and income objectives will 
not be met. 

(d) Good ranch budgeting and close financial super
vision accompanied by simple ranch plans an~ man
agement systems for the ranches, and in the case 
of group ranches advice to individual members 
without which the full benefits from the program 
will not be achieved. 

(e) Need to find markets for immatures from the North 
East and other pastoral areas.- to provide income 
for the range people, maintain better stocking levels 
safeguard investments and reduce L~s losses. 

(f) Single overall direction fo the program by the 
Departmellt elected by Government to be responsible 
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for range development - without which the 
above issues cannot be adequately kept under 
review and the program is unlikely to be im
plement~d in a steady systematic manner at a 
pace at which the ranchers can absorb and 
undertake the program in an orderly fashion. 

4.05 There are in addition two interesting and contentious questions 
of fundamental importance which cannot be answered now but on which s~e 
real indication of acceptance by the participants must be achieved in the 
next three years: 

(a) In Masailand, based on promise~ to cooperate 
on stock numbers, water is being supplied to 
increase range productivity in an overstocked 
situation where perhaps 20 to 50% of the fam
ilies have insufficient cattle to supply inde
pendently their present essential subsistence 
requirements. So far no feasible method of 
ensuring compliance with agreed stock numbers 
has been discovered while any solution to the 
problem of achieving a satisfactory resolution 
to this issue may prove very difficult, some 
conclusion on this problem must be reached. 

(b) In the North East, where stock wealth distribu
tion is more satisfactory, water is beinJ sup
plied on the basis that the people will agree 
in future to use the water points and follow 
the new grazing patterns laid down. Failure 
to come to early agreement could leave the 
Government with major operat.ional financing 
problems and the possibility of a major stock 
disaster in the future. 

4.06 BecaUSe of the first project's slow start, much emphasis was placed 
by IDA and Government on achieVing full disbursement by the due date; this 
policy led to an insufficient emphasis on the quality of implementation, 
particularly with regard to the stocking policy on company ranches a~d a 
properly controlled program for th~ group ranches (Project Completion Rep~rt, 
para 30.I(c». The second project, which was appraised before the first one 
was half completed, called for an optimistic threefold increase in ~~e ranch 
area ~o be developed before ffiany of the first project problems had been over
come. While the review mission has proposed a reduction in the area by 20% 
and suggested a less int,ensive capital investment program, even this revised 
target is still very optimistic if the job is to be done properly (i.e. not 
just disbursing the ~Ioney). The mission believes that the gains of the 
first and second projects must be cons~lidated and that management must 
first do a thoroughly good job on the ranches and schemes it tackles; no 
attempt. should be made to move on before solutions have been found to prob
lems already identified. This ~onsolidation should be carried out even at 
the expense of not meeting disbursement targets. The mission, however, 
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agrees that this will be difficult to achieve, not for political reasons, 
but because long term success on one ranch or area may be dependp.ot on neigh~
boring areas receiving assistance so that some sort of balance \ .lS to be 
reached between prudence and the need to accept good faith in an effort to 
get broad progress. When such decisions have to be taken, howeve~, a time
table of expectations from such action should be drawn up together with any 
follow up actions necessary. 

4.07 When the mission was in Kenya the Government was reviewing pro-
ducer prices, and in June 1976 it freed prices for prime and choice grades 
and raised the FAQ grade by 20% to KSh. 7/00 per kg with feedlot cattle con
tinuing to receive their quality and quarantine bonus of KSh. 0/80 per kg. 
The prices of the standard grade remain unchanged. The effect of these 
changes will be discussed under the different ran~h types but in general 
it should benefit significantly the existing feedlots and developed com
mercial ranches which produce mainly FAQ stock and to a lesser extent the 
underdeveloped ones with a reasonable production of FAQ animals. However, 
it will not make a significant difference to the new company ranches, group 
ranches or North East Development which at this stage in their development 
produce mainly standard and commercial grade animals. 

A. Ranch and Feedlot Development Program 

4.08 Under the first project, ArC approved 108 loans an~ disbursed 
KSh. 49 million over a 3-1/2 year period for the partial d~velopment of 
672,000 ha. Eighteen months after the second project had become effective, 
AFC had approved 31 loans for KSh. 47.2 million for the development of 
366, 000 hectares or 19% of the area estimated for development at appraisa.1.; 
this represents 25% of the funds apportioned for ranches excluding price 
contingencies (54%). ArC had disbursed KSh. 15.4 million by March 1976. 
In terms of land area to be developed, approvals of company and commercial 
ranches have been generally at the rate that might have been expected for 
an increasing pace of development over five years. (The appraisal report 
predicted in the circumstances an unrealistic 68 ranches in the first year 
with 184 ranches and feedlots forcast approved by the end of the third 
year.) For planning an~ other reasons group ranches were much behind 
schedule. In view of unfavorable prices, the l'hree feedlots' remain un
planned although a repeater loan ~as given to o~e of the first project 
operations. If the loan for Galana is excluded inves~ment CGsts per hec
tare have been ~n average 54% above appraisal estimates. ~ess money than 
expected has gone into capital investment; 56% of the loans have been used 
for working capital (compared with 21% forecast), reflecting lower par
ticipant contributions and sales income not keeping pace with inc~easing 
costs due to the fa~lure to adjust producer prices with inflation. 
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Company Ranches (Annex 4) 

4.09 Under the Kenya range development program, 1.7 million ha of land 
is provisionally planned for development at the Coast, of which 1.4 million 
acres would be under company ranch or cooperative ranch development and the 
remainder group ranches. As part of the First Project, ten company ranches 
on previously unutilized land were established or assisted covering over 
520,000 hectares and 50,000 head of cattle. 1/ The AFC presently has 51% 
or KSh. 21.0 million of its first project portfolio outstanding to these 
ranches. In March arrears were 3% of the amount~ disbursed and due for 
repayment. 

4.10 Under the Second Livestock Development Project (Credit 477-KE) 7 
company ranches have received assistance; four of these ar.e ranches estab
lished under the first project, and the other three are new ranches covering 
an area of 49,000 hectares. AFC loans committed to these ranches amount to 
KSh. 20.8 ~illion (KSh. 13.l million for repeater loans, KSh. 7.6 million 
for new ranches), or 44% of all ranch loans so far approved under the second 
project. 2/ 

4.11 Despite incomplete development on some ranches, the physical imple-
~entation under both projects ha~ been generally successful. Management has 
been undertaken by Kenyans many of whom have had no experience in ranching. 
With this background it can be said that creditable progress has been ms~e. 
Ranching knowledge of Ranch Directors and staff at all levels can be greatly 
improved but on the best ranches, after 6 or 7 years, they have achieved, 
despite some dry years, weaning rates of 65%, acult mortality of 3% and 
average annual steer growth rates of 225 grams per day on properly stocked 
land. The mission had a lively discussion on typical technical and finan
cial matters with the chairman of the Taita ranches. 

4.1Z Despite this creditable start most ranches now face bankruptcy. 
The prime cause is the failure of Government to sufficiently increase pro
ducer prices at a time of rapidly rising costs. In addition, there are 
three other factors which have aggravated the r.ituatj~n: overstocking, 
low participant equity and a policy of building up a breeding herd rather 
than relying on fattening steers in the early years. Both Government and 
its agencies along with IDA must accept responsibility for the latter prob
lems. Before the advent of the IDA projects, AFC loans were matched by 

1/ This includes all Galana ranch which is being developed mainly with 
its own finance. Of the 304,000 ha set aside for beef development at 
Galana, the first project lZ9-KE probably assisted with 40,000 ha 
(the area mentioned in the PCR); there are 16,000 cattle on the ranch 
now. 

1/ The company portfolio (Annex 8, Table 7) includes Kitui cooperative 
ranch for KSh. 3.6 million; this ranch is not included in the total for 
the Coast ranches. 
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producer equity in cash or kind and money for stock was mainly given for 
steers. The rate of development was slow because it was geared to a pru
dent equity structure based on what the producers could contribute. The 
two Project budgets, however, forecast the quick build up of a breeding 
herd, only 20% equity participation, 10 and 12 year loans and 9% interest 
rates. This approach was, however, only feasible if producer prices re
mained very favorable. AFC staff recommenced in 1972 and 1973 the purchase 
by the ranches of a large number of young heifers instead of steers; it will 
be 6 too 7 years before these animals produce income, and in the meantime 
they increase the debt burden of the ranche~. Between 1973 and 1976 annual 
operating costs rose 100% from 90/- to 180/- per animal (excluding interest) 
while the price of standard grace, the grade these ranches generally pro
duce, rose from KSh. 3/67 to KSh. 4/85 per kg (32%). In an attempt to com
pensate for the rise in costs AFC gav~ large working capital loans to ~ur
chase steers. This overstocked the ranches and, to mak~ matters worse, 
coincided with four drier than average years (295 to 437 mm on Rukinga, 
normal average for the area o- 450 mm), The result has been that the live
weight gains of steers and other cattle have dropped from 225 grams per day 
to less than 170 grams per day, and the animals which are costing 180/- per 
year to keep cannut be fin~shed. Teita Ranching Co. has had some of its 
steers f.or three years. Only now is action ~eing taken to reduce the steer 
numbers by selling unfinished animals. 5ecause of the desire to develop the 
land ra~idly and to achieve the disbursement targets, insufficient attention 
has been given to equity participation so that many ranches have contributed 
less than 20% equity. The result of this poor financial management has been 
that since 197~ ranches have plunged into debt, and are being kept afloat by 
the provision of working capital loans by AFC. There has been a rapid and 
serious build up of debt burden so that on ~ugeno, for example, the cost 
of interest alone on each animal carried has now reached KSh. 80/- per 
anlmal. The revision of prices in June 1977 will make very little differ
ence since most of the cattle produced on the ranches grade standard and 
the price of this grade was not altered. 

4.13 Profits made on these ranchp.s in the past have generally been 
reinvested and most participants have never received a dividend. In the 
final meetings with Government in the ~inistry of Agriculture attended by 
representatives of AYC and the various Government departments, the mission 
explained the dire financial state of the ranches and urged: 

(a) an early change in beef prices and a review of 
L~ steer sale price policies; 

(b) that before more money was lent to existing 
ranches a group consisting of AYC, range man
agem~nt and possibly outside experts with 
accounting and ranching experience should be 
convened to visit and prepare a new ranching 
and financial strategy for the existing ranches; 
that further loans be restricted to making the 
strategy work before further finance is given; 
and that in impossible cases AYe should propose 
foreclosure. 
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ee) AFC disbursement on company ranch loans already 
approved should not take place and new company 
ranch applications should not be considered until 
the financial prospects of ranching in Coast Prov
ince have improved. 

The danger to AFC's financial structure, if decisive action was not taken. 
was stressed. 

4.14 Conclusions and Recommendations. The mai~ problems besetting the 
company have been analyzed in detail in Annex 4 and from this study the fol
lowing conclusions and recommendations emerge. 

4.15 Using data from ranches the mission has proposed a model illus-
trating the financial returns that might be expected from new ranch develop
ment at the Coast. Obviously costs vary from ranch to ranch but, as in 
the case with other ~odels prepared in this report, the costs and returns 
represent the best estimates at this time or until other information becomes 
available. The company ranch ~odel i~cicates that in order to achieve a 
reasonable financial rate of return (16:), satisfactory loan repayment and some 
incentive to producers on new ranches in Coast Province carrying a breeding 
herd, it will be necessary to inc~ease producer prices for FAQ to KSh. 8.05 
per kg CDW, standard Erade to KSh. 7/25 per kg CDW (Annex 4, paras 30 to 39). 
The price of commercial grade cattle would remain at KSh. 4/25 per kg CDW, the 
price it earns as corned beef. Unfinished ~orth East steers, whose only 
other alternative would be for sale as co~ed beef, would be purchased by 
ranchEs at the commercial grade price i.e. KSh. 1/9i per kg liveweight com
pared with KSh. 2/10 to KSh. 2/30 today. The loan period should be increased 
from 10 to 15 years to give a reasonable in~om@ tn ran~hers and some leeway 
for bad years. Ranchers ~ust supply at least 30% equity. With this low 
equity it is clear that working capital will have to form a higher percentage 
(up to 67:) of the total loan than the 28% at appraisal (and explains why the 
present working capital loans compri~~ 60% of borrowi~gs). 

4.16 For new enterprises, operations should be restricted to steer 
fattening in order to maintain flexibility, make best use of seasonal water 
and grazing, simplify management and, from a national point of view, provide 
a steady mark~t for the projected increase in flow of ~orth East steers 
(see para 4.70(7)). (Excluding Galana, the 1 million hect~res of unoccupied 
land being developed or proposed for development would go a long way to 
meeting the embarraSSing surplus of ~orth East steers.) Breeding herds on 
existing ranches should be reduced and more ehlphasis placed on steer fattening. 
Providing fattening steers could be purchased at commercial grade prices, 
satisfactory financial rates of return might be obtained if FAQ remained at 
KSh. 7/- per kg and Standard were raised by 30% to KSh. 6/30 per kg. However, 
at these prices ranches would run into cash flow problems and would not be 
able to meet their financial obl~gations. Also, the steer operation is very 
sensitive to changes in throughput and 'prices of immatures, which may endanger 
the financial viability of the ranches. It is therefore recommended that 
producer prices be raised another 15r.. i.e., the FAQ grade to Ksh. 8/05 per kg 
CDW and the Standard grade to Ksh. 7/25 per kg CDW. 
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4.17 Slower and more cost conscious methods of development must be 
established. The development plan and. investments should be phased com
mencing with the minimum requirements to start the project and making fur
ther investment conditional on satisfactory progress and participant con
tributions. It should not matter that only a portion of the property is 
developed in the first phase providing such development is financially 
viable in itself. Emphasis must be placed on minimizing costs. ensuring 
adequate equity contribution at the outset and using purchased steers as 
the basis of the program in the early years. 

4.18 Technical and financial planning and regular reviews by AFC and 
~~ staff must be better and more organized than at present. Training of 
ranch staff should be intensified through special on ranch and training 
center courses. 

4.19 Bec~use many of the areas are untested. ~~ (in cooperation with 
the research section). must·institute a recording and monitoring program to 
record changes in animal and range productivity on these ranches. RMD staff 
should be in a position at all times to be able to answer questions on each 
individual ranch's productivity and to introduce programs to improve them 
where ~ecessary. 

4.20 Coast rangeland now under some stage of development totals 647.000 
ha (including land being developed utilizing resources outside the project) 
with a further 1 million ha requiring development (including group ranches). 
Most of the project development to date has occurred on the 217,000 ha of 
Taita rangeland. The mission believes that the organization aspects of 
development in the next phase of ranches in Taita, Kilifi and Kwale is going 
to be ~ore difficult because in many areas it involves land that already has 
stock; some members will have little experience with stock while others. 
having been associated with the ~riakani milk scheme, will have thejr own 
ideas. It will, therefore, be important that ~~ and AFC work at a pace 
commensurate with the participation. It is estimated that development on 
some 16 ranches (611.000 ha) could commence in the next 3 years if problems 
of adequate equity part~cipatioQ can be solved (Annex 4, para 53). KSh. 43 
million in loans has been estimated for this development phase. Combined 
with a further KSh. 10.4 million for financing existing ranches it would 
bring the total loans for Company ranches to 29 for KSh. 78.2 million cov
~ring 659.000 ha compared with the appraisal estimate of 21 ranches 558,000 
ha and KSh. 28 million in loans. Finally, as part of these recommendations, 
it is assumed that a review of all existing ranches is being or has been 
undertaken. 

Commercial Ranches (Annex 5) 

4.21 Before Independence it was estimated there were 150 commercial 
ranches covering 1 million he~tares. Under the First Project 38 ranches 
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and 4 feedlots covering 170,000 ha received KSh. 25 million in .loans (KSh. 
18 million for the ranches). Repayments have reduced the amounts outstand
ing to KSh. 15 million or 35% of the 129-KE portfolio. Under the second 
project, 15 ranches 11 with 71,000 ha have received or we=e about to receive 
loan approvals for KSh. 17 million representing 36% of the funds so far ap
proved for ranches; two of the ranches also received loans under the first 
project. Under the first project arrears are now 7.3% of the amounts dis
bursed and due for repayment. Under the second project some are in arrears 
on interest repayment. 

4.22 The loans are a~sisting in the development of existing established 
ranchers and financing the establishment of ~ew ranchers on newly purchased 
commercial ranches or in traditional areas outside Coast Province where 
small~olders wish to ranch their land under cooperative management. The 
number of shareholders in a ranch can vary from 1 to 2,600 people and equity 
can var:, from 20 to 80:. On ranches where there are many ~embers, AFC has 
insisted on th~ formation of ~anagement committees, accounting methods and 
employment of a manager with some livestock experience. Herd performance data 
is inadequate on the newly taken over ranches. Calving rates appear to be 
low, bet~een 50 to 60%, due probably to insufficient minerals and high 
stocking rates. The new ranches might be getting 30 to 60: 0f their sales in 
the FAQ grade at present compared with 70 to 80% on well run ranches. The 
minimum of improvements and ~aintenance were being undertaken because of the 
desire of members to build up cash surpluses for land purchase elsewhere. 
~eighboring ranches taken over but not financed by AFG are in a very much 
worse state. Progress is being made on project ranches but ~uch needs to be 
done before t~e commercial ranch program can be considered a success. Although 
RlID has staff in the Districts concerned there was little evidence of an 
active extenion and education program for management and staff. There is also 
need to update and regularly review budgets and help committees and management 
draw up long term development plans, credit needs and policies, including 
policies on the distribution of profits (continued failure to pay dividends 
could be divisive among members). Investment policies need examination. 
Since these ranches are usually partially developed and their productive 
potential is not ner.essarily twice that of the company ranches there is a 
danger that these ranches are being over-capitalized especially as a number of 
them are small. 

4.23 The miss"Jn was not successful in collecting current information 
on the project ranches finances. AFCs collection of audited accounts of 
this sector i; poor and needs improvement. The few accounts available for 
1974 and those for 1973 show ranches making a profit. At a ranchers meeting 

1/ 16 ranches if the B2 Yatta Kitui Ranching Company classed under company 
ranches is included. 



- 16 -

in ~yahururu ~he mission was told that beef pri~es were too low and had not 
kept pace with costs; established ranchers find it difficult to cover costs 
and would not invest at present prices. It is likely that in 1975/76 those 
with large loan burdens would have found it difficult to meet the necessary 
operating expenses. 

4.24 The appraisal model ranch started with a fairly well run ranch 
with a weaning rate of 60% moving to 75% in 4 years. The Government deci
sion in June 1976 to raise the FAQ price to KSh. 7/- per kg could raise 
the financial rate of return of the model from 5% probably prevailing in 
Februa~J 1976 to 11%. If the Standard grade were also raised (to KSh. 6/30) 
the rate of return would increase to an acceptable 16%. This percentage, 
however, is based on a low opera~ing cost of KSh. 166/- per animal and a 
10% increase in costs could drop the rate of return to 12%. It would seem. 
therefore, that in the case of experienced established ranches or those with 
75% equity and over in their ranches that the change in prices for FAQ to 
KSh. 7/- per kg CDW combined with an increase in Standard grade to KSh. 6/30 
per kg CDW might e~~ourage some investment although ranchers attitude could 
still be adversely aCfected ~y a combination of 9% loan interest, taxation 
at 40%, present inflation rate and Government's recent poor record in adjust
ing producer beef prices to keep pace with inflation. 

4.25 However, tbe majority of new commercial ranches now and in the 
future that will receive loans are not in a developed ranch situation. It 
has to be recognized that the high loan burdens that the new ranches must 
carry as part of the cost of the transfer program now have to be included 
in the cost of any quality beef production program (as it must be in the 
development of new land). It is also important that the Government provide 
income incentives if it wishes shareholders to ranch the land properly as 
a unit. .\ssuming no other ~ebt on the ranch and a 15 year loan repayment 
period, the average annual surplus (with FAQ at KSh. 7/- and Standard at 
KSh. 6/30) in the model 3,400 ha ranch in the first 10 years is KSh. 73,000 
(US$8,900) after paying 40% tax. Commercial ranches with perhaps only 30% 
equity and trying to repay land purchase, fixed assets, breeding stock and 
operating cost debts would find it very difficult with prices of KSh. 7 for 
FAQ and KSh. 6/30 for Standard and it will be necessary to increase these 
by 15% to KSh. 8/05 for FAQ and 7/25 for Standard. At the round up meeting 
in the ~nistry of Agriculture the mission recommended that: 

(a) Further lending should only be done after very 
careful examination of budgets. 

(b) Since many ranches may have high loan burdens 
a review of commercial ranches with loans should 
be undertaken to ascertain their financial state. 
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4.26 Recommendations and Conclusions: 

(a) To make many of the newly purchased commercial 
ranches a satisfactory financial investment pro
ducer prices for FAQ and standard grade should be 
raised to KSh. 8/05 and KSh. 7/25 per kg respec
tively. 

(b) The financial state of all commercial ranches 
with loans should be reviewed. 

(c) In esti.mating loan requirements more emphasis 
should be placed on utilizing existing fixed 
assets and greater use of purchased steers at 
the expense of breeding cattla. 

(d) AFC must receive regular financial statements 
from the First and Second Project ranches and, 
in conjunction with ~~, undertake annual reviews 
of their programs. 

(e) ~~ must institute a more intensive extension and 
training program on 129 and 477-KE ranches. Dis
trict Range Officers should undertake regular 
visits and reports. 

(f) In the next three years an attempt should be made 
to develop a series of ran~h models which justify 
and reflect broadly the main needs of the different 
ranching groups now requiring loans. 

(g) It is estimated that another 30 ranches covering 
132,000 ha might qualify for project loans totalling 
KSh. 18.5 million. The project would therefore fi
nance 46 ranches (204,000 ha) totalling KSh. 37.7 
million compared with an appraisal estimate of 
100 ranches (350,000 ha) for KSh. 91.0 million. 

Group Ranches (Annex 6) 

4.27 The group ranching program has evolved from demands by pastoral-
ists for range development. It is designed to replace nomadic practices 
no longer meeting the needs of the people by a land management system based 
on land tenure rights accompanied by range improvements. The basic premise 
being that if· the growing human population in these areas is to take a full 
part in th·~ development of the country, families, whenever possible, must 
be able tc rationalize the land use, increase productivity and settle down 
to allow their increasing surplus population to follow alternative pursuits 
inside and outside their districts. As part of a British aid program, large 
areas of land in Kajiado and Narok Districts have been demarcated into group 
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ranches ready for development. According to the list of ranches given to 
the mission by RMD, 600,000 ha (5,000 families) out of the 1.7 million ha 
in Kajiad.o (12,400 families) have been registered and 300,000 ha (2,500 
families) out of 1.5 million ha in Narok (17,800 families). Adjudication 
of 95,000 ha (2,900 families) of 1.7 million ha of Samburu's rangeland 
(9,700 families) is in process of completion. 

4.28 Sociologically the program is having a major impact on pastoral 
thinking in Kajiado and Narok but technically or in investment terms it 
has been disappointing. Compared to the KSh. 28 million investment expected 
to be loaned under the first project only KSh. 3.0 million was lent to IS 
ranches covering 220,000 ha and 1,800 families in Kajiado. Fifteen boreholes 
were drilled, sufficient to provide grazing within 3 miles for 109,QOO ha of 
grazing, 13 dips were built and an unspecified number of Sahiwal bulls pur
chased. Under the second project after two years of planning, out ~f KSh. 48 
million 5et aside for groups (60 ranches - 960,000 ha) only KSh. 3.7 million 
has been lent to 7 small ranches covering 27,000 ha in ~arok. While dis
appointing to financiers, the Masai prudence in limiting their loan require
ments in the present unsettled situation should be appreciated. 

4.29 Since 1961, when the last catastrophic drought occurred, the cattle 
populations of Kajiado and Narok have grown as fast as nature would allow. 
These Districts are now in a seriously overstocked state, grazing is degen
erating, and in due course another catastrophe will occur unless the situa
tion can be reversed. In Kajiado cattle numbers have increased from about 
280,000 to over 700,000 head in 15 years, passing the corr~ct stocking level 
of 550,000 head around 1969-70. Government had hoped to mount the present 
group ranch program between 1965 and 1970 Nhen there was room for manoevre 
but for various reasons described in the Completion Report of the First Proj
ect development did not commence in earnest until 1971. The legislation cov
ering group ranch development incorporates provision for the limitation and 
allocation of stock quotas but for various administrative ar.d other reasons, 
including the desire to achieve agreement by persuasion rather than force, 
these provisions have not been enforced although at least 5 ranches have 
allocated quotas. Because of the overgrazed state of the land in Kajiado 
in particular, ~sai are now having to roam throughout their districts in 
search of grazing, and chis state of affairs is likely to continue while 
the present level of overstocking prevails. The social ties and need to 
preserve goodwill for future reciprocation has prevented groups from pro
hibiting foreigners and r21atives using their grazing, although for the 
first time, there ha~ been talk in group ranch committees of such action. 

4.30 The last supervision rightly questioned whether the group ranch-
ing program was more a concept than a working proposition - more an exer
cise in acquiring title to land than an effective means to commercializing 
beef production. This mission believes that there is grave danger that 
this could prove to be true unless Government takes a more pos~tive hand in 
dealing with the problem of achieving ~~re acceptable stocking levels. On 
the other hand the mission recognizes that the project is dealing with a 
very complex socio-economic problem and that the Masai social and material 
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environment is undergoing cousiderable change and that the ownership of 
title has and will lead to further changes in attitudes, hopefully in the 
right direction. The problem is one of time and guidance. Since some 
social change is evident and there is no alternative feasible solution at 
present it is recommended that the program be continued with the changes 
suggested in this report. The group ranches are definable units within 
which groups of people can try to come to some agreement on how best they 
can manage their land to their mutual advantage. The Government has pro
vided legislation and services to support their efforts, and the techni
cians have a greater understanding of the complexity and dimension of the 
problem. 

4.31 The benefits so far ~chieved from the program are discussed in 
more detail in Annex 6. They can be summarized as follows: a belief by 
many Masai that something like group ranching is necessary and offers a 
solution; appreciation now that land is finite and that at some time in 
the future people will determine ~o stay within their boundaries; an appre
ciation of their population problem and the wish of an increasing number to 
settle down and educate their children so that they can move outside the 
pastoral environment; the perception that the prcblem of distribution of 
stock wealth and stock quotas will have to be solved. On the few group 
ranches that have operated, members have listed the following benefits: 
rejection of nomadism, cattle watered daily and dipped weekly, reduced 
mortality, increased milk yields, higher prices for crossbreds produced 
from improved bulls, better housing, building of schools and trading cen
ters, adop~ion of consumer attitudes (purchase of modern style clothes, 
bicycles, radios) atte~pts to cultivate and sell milk to milk collection 
centers. 

4.32 Because of the complexity of the problems and the need to under-
stand them they have been discussed at length in Annex 6. In a sim
plified form the major issues requiring attention can ba summarized as 
follows: 

(a) The need to find a way of implementing stock quotas 
on ranches that want to adopt improved methods, to 
determine whether to accept or alter the present 
disparities in stock wealth in assessment of quotas, 
and to determine how the quotas should be initially 
allocated and administered. 

(b) The need to solve the problems which outsiders 
moving onto the ranches creata for those already 
on the ranch who are trying to follow a development 
program. 

(c) The need to direct attention to the increasing num
ber of poor stock owners whot'pose serious economic 
limitations on the implementation of a stock quota 
system and t .. ho ultimately require alternative em
ployment. 
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(d) Acceptance in the medium term of an overall herd 
composition of 40% mature female cattle and the 
development of suitable systems of offtake to 
accommodate them. 

(e) The need to overhaul drastically the present ranch 
planning methods to make them more applicable to 
the needs of the individual in tbe groups. 

(f) The need to develop a cohesive Government range 
organizational structure that will work under cen
tral direction with the Masai to achieve the objec
tives of the program .. 

At the final roundup meeting in the ~inistry of Agriculture the mission 
stressed the above. 

4.33 Conclusions and Recommendations. In the analysis of the vario~s 
problems in Annex 6, a general strategy is proposed which is summarized 
briefly in the following mission conclusions and recommenuations. 

4.34 The Ministry of Agriculture should call a meeting of all depart-
ments associated with the group ranch program, review objectives and estab
lish targets for the next three years. 

4.35 The special Kajiado Range Development Commi:tee should be rees-
tablished and it should be given specific functions; similar committees 
should be considered for ~arok and Samburu. 

4.36 Some recognizable headway must be made over the next 3 years in 
the application of stock quotas if the i~' 'stment program on the present 
premises is to have any justification. The Masai have debated the issue 
fully and it is now clearly the classic one of rich versus poor. The final 
solution can only come from Government who mu~t decide on the policy which 
it considers most equitable and in keeping with its overall philosophy of 
land ownership (because that is what a stock quota is). It will also have 
to provide some muscle to see that it is implemented (Annex 6 paras 11 to 
13) • 

4.37 The numbers and effect of the poor stockholders on the develop'" 
ment of groups is not fully appreciated. Special measures will have to 
be devised by Government to deal with the increasing problel!l. If it j,s 
assumed that 15 mature cows might on average provide 75% of the subsistence 
for a family plus some income from sale of offspring then perhaps 40 to 50% 
of the stockholders in Kajiado and Narok may be at the basic subsistence 
level or lower. (This compares wi th about 60% of the landowners in Central 
Province who have holdings of 5 acres or less.) While poor stockowners 
inhabit every rancQ, Some groups have a high proportioo of poor people e.g. 
io Kaputei there are 1,010 families 00.'"66,000 hectares (4 ranches) while 822 
families occupy 155,000 hectares 00 11 ranches. The poor distribution is 
not a resalt of bad adjudica-r:ion but a normal distribution found between 
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rich and poor in a relatively heavily populated society (and which is foun~. 
throughout the smallholder areas in Kenya). This skewed distribution has 
many consequences and group ranches per se, credit, good extension services, 
organization, etc. will not be sufficient to alter their fortunes with the 
present system of stock management and subsistence presently being planned 
for these ranches. New livestock enterprises are required especially de
signed for the poorer members as well as training facilities so that the 
excess population can be moved off the land into other pursuits (Annex 6 
paras 14-21). Legislation and rules were passed to provide an organiza
tional framework in which the people could operate and regulate relations 
between each other. The system being developed should not be regarded as 
immutable. The possibility of subdivision within ranches of the various 
stock wealth groups could be ~onsidered while still maintaining common 
facilities (Annex 6, para 32). Group ranch legislation and rules should be 
reviewed and revised where necessary. 

4.38 Planners should accept that 40% of the cattle herd are matur~ 
females and consider commercialization of milk production on a seasonal 
basis on some of the Group ranches. This would help the poor and paradox
ically reduce th~ dependence on milk for subsis:ence. More dual purpose 
milk and beef bulls should be introduced, particularly Sahiwal. 

4.39 If 40% of the herd remains mature females to provide subsistence 
(a reduction at this stage would reduce the availability of milk for sub
sistence and so affect human nutrition) then the correct stocking rates 
will only be maintained if 24-36 month old steers and heifers are removed 
for: 

(a) fattening on commercial ranches; 

(b) fattening by other specialist Masai groups 
or individuals in groups: 

(c) fattening in special fee~lots. 

If Kajiado and Narok were stocked with 1.0 million head (compared with 1.5 
million now), in order to stabilize the herd under average management, fat
tening arrangements would have to be made for 180,000 young steers and 
heifers annually. This number would nearly fill the presently comme~cially 
ranched areas. The solution to this problem rests with the national plan
ning of a properly stratified beef industry. 

4.40 Cropping and mixed iarming should be introduced wherever possible 
to improve incomes of the poorer members. 

4.41 While ranches are generally overstocked groups should contribute 
more to running expenses. 

4.42 More infrastructure should be provided - schools, roads, dispen-
saries, banking facilities, range and other training programs for pastoral
ists, etc. (Annex 6, paras 37-38). 
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4.43 Government should consider implementing a guaranteed minimum re-
turn progr~ for group ranches maintaining correct stocking rates, during 
periods of drought. Clearly an individual who should reduce his cattle 
numbers from 15 to 10 cattle in order to save his cattle and the land (but 
which takes him below the subsistence level) is in a different category from 
a commercial individual rancher who should reduce his cattle from 3,000 to 
2,000 head (Annex 6, paras 35 to 36). There are problems of creating prece
dents which might be claimed by smallholder cultivator/liv,':!stock farmers 
in marginal areas ~here it would be difficult to introduce' lch a program. 
The benefits from the achievement of correct stocking rates in national 
terms must be considerable and the method of administration is relatively 
easy and cheap; before a decision was made, it would be necessary to consider 
its operation and esti~ate costs and benefits. 

4.44 Several suggestions were made by AFC and RMD that the Kenya Treas-
ury should guarantee AFC loans to group ranches in view of the high risks 
involved. The mission recognizes the risks but ~elieves that for the time 
being no special arrangements should be made (Annex 6, paras 33 to 34). The 
present arrangement should ensure that AFC adopts the utmost prudence in 
handling this sectoL and must maintain responsibility for seeing that the 
needs of the ranches are properly assessed. A change in arrangements could 
lead to less examination followed by default and an unintended subsidy. If 
subsidies are to be given or the terms of development changed then they 
should be considered on their merits. 

4.45 Implementation of the progr~ requires a more coordinated effort 
than has been shown to date and better t::liinis.-.,p.ossible under the present 
Government division of responsibiiities. Within the reorganized structure 
of ~~ (para 5.06) there should be a Senior ~nge Officer responsible 
for the group ranch program 'Jhose duties are giv(',n in Annex 6, paras 39 
to 40. 

4.46 In view of the complexitie~ of i~?lementing the rdnch operation 
side of the group ranch legislation, consideration should be given to trans
ferring that part of the legislation referring to grcup ranches to ~~ or 
placing the Registrar of Group Ranch Representatives in the Ministry of 
Agriculture as part of ~~ (Annex 6, para ~l). 

4.47 A phased strategy with limited objectivea should be developed. 
It is suggested that the most logical place to start ~ould be with the 
first project ranches where: (a) development is now complete, (b) they 
have promised to control numbers, (c) tilOay have loans to repay, and 
(d) they now form a fairly solid block which should be capable of pro
tection. For the next year efforts shot'ld be direc,ted to introducu{g
changes in production systems, redesignlug budget~~:herd structures 
and -d-e-veloping a s-e1l'IId range education and extension progra~ for these 
ranches. To put 220,000 hectares under -reprcrdue-1ble ~d' managementrover 
the -next three years would be a maj or achievement (Annex 6, paras 42 'to 47), 

I 

4.48 As a contribution to the 301ution of the group ranch stock prob-
lem it is believed that a major psychological gain would be made if the 
~attle of individual owners are restricted to the individual ranches alla
;ated to them. Alternatively, providing the group-agreed, the individuals 
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r~nch would be absorbed by the neighboring group. These owners should not 
be allowed to conti~ue to have the best of both worlds (Annex 6, para 47). 
Individual Masai ranch loans have the highest default rate with 35.5% in 
arrears. This should be examined. 

4.49 Because of the failure to overcome the stock problem and the rel-
atively poor disbursement record it can be argued that group ranch invest
ment under the project should cease until better prospects are ap~arent. 
However, the problems are complex and although the methods f9r overcoming 
the most worrying problem of overstocking have yet to be proven, there 
appear to be social changes takin~ place which, if supported and channelled 
in the right direction, could lead to at least partial improvement in range 
management. The mission, therefore, thinks that further efforts to achieve 
group ranch development under the project are warranted, at least for the 
duration of the project. However, efforts must be increased and concentrated 
in the first instance in Kaputei which has the infrastructure to make the 
proposals work< Developments elsewhere should be based in establishing 
centers of development fro~which to expand oun'ards. Because of the prob
lems of obtaining compliance ~o the stock quota problem the development pro
gram for Masai must remain very tentative. A list of 31 ranches covering 
770,000 ha has been prepared for development and there would be more avail
able before the project is completed. The mission suggests that investments 
per- hectare be reduced to a lower level than presently being loaned. KSh. 
16.6 million should be set aside for group development of 528,000 ra in 
Kajiado and Narok making a total of loans for this component to KSh. 19.9 
million and 554,000 ha. This compares with an appraisal estimate of 960,000 
ha and KSh. 48. ° million". The new estimate could prove optimistic but the 
mission does not wish to diminish the enthusiasm of the staff or be respon
sible for a shortage of funds should some breakthrough be made. 

4.50 The mission did not visit Samburu District but was told that 19 
small ranches covering 96,000 ha with 2,880 families were ready for group 
ranching loans. The -. .Jhole District has 1.7 million ha and 12,000 families. 
~1ile accepting the need for group ranch development in the District the 
mission is concerned about the small siz~ of the ranches and the large popu
lation. No information was given on whet.l-ter the ranches were to be inte
grated into other areas of the District. Before approval is given it is 
requested that the economics of the enterprises be closely examined and 
that a Bank supervision ~ission visits the area before final approval is 
given. A sum of KSh. 2.9 million has been included in the cost estimates 
for the development of 96,000 ha in Samburu (Annex 6, paras 55-59). 

4.51 Although sympathizing with the objectives, the mission does not 
agree to the use of project funds for the development of gr0up ranches in 
Coast Province since the problems there are somewhat different from those 
in the truly pastoral areas and much more information is required. It 
suggests that experience be gained wi.th the Mwereni group being partly fi
nanced with British funds before further expansion is considered. Excess 
cattle ft a these areas could be used to stock up the proposed company and 
cooperativ~ ranches proposed for Kwal~'and Kilifi Districts (Annex 6, paras 
60-66) • 

4.52 At this stage in development the ranches produce mainly standard 
and commercial grade beef. Because the June 1976 prices do not increase the 
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price of standard grade the new prices do not achieve acceptable financial 
rates of return on group ranches. If the standard grade is increased 30% 
to KSh. 6/30 p~r kg CDW the financial rate of rp.turn is 9%. If benefits 
are increased by 15% the rate of return rises to 12%. It is recommended that 
the standard grade is raised to KSh. 7/05 and, as soon as corned beef prices 
warrant the level of commercial grade also be increased. 

4.S3 It is recommended that loan repayments should take place over 15 
years. In their present overstocked state calculations suggest that net 
income could fall in the first year relative to the present overstocked 
state. Long-term benef! ts however are e-,ident, especially if prices are 
increased as recommended., So far there has been an investment demand for 
loans although it has not been accompclOied by stock limitation, thus for a 
short time pastoralists have enjoyed the short-term benefits of overstocking 
combined with bet~er water and veterinary facilities. Much more attention 
should be paid to the development of realistic budgets for group ranches and 
their members. 

4. S4 The mission is concerned abo'.Jt the small size of the ranches 
approved in Narok, and recommends that they be revi~wed before loans are 
disbursed, par~icularly with regard to a reduction in working capital and 
steers. The mission recommends that loan applications received for ranches 
below 7,000 ha need special examination to justify approval. 

Feedlots (Annex 7) 

4.SS Feedlots commenced operating in Kenya in 1971 following a revision 
of prices which made feeding of cattle economic. By 1973 12 farms had devel
oped feedlots with a total capacity of 50 to 60,0.)0 head, four of which were 
fi~anced under the first project with loans for KSh. 8.4 million on farms 
with 2,750 ha. No new f.eedlots have been financed under the second project 
a:though one has received a repeater loan for KSh. 2.0 million. Three feed
lots were planned at appraisal involving loans of KSh. 8.0 million; these 
were to be located outside the disease free zone and were to offer an outlet 
for cattle which would otherwise not be able to enter the other feedlots. 
:::::::-:::ers of teLl Ud,c;"V'round cattle before putting them on feed and rations 
consist principally of home grown fodder purchased crop by-products such 
as ~yrethrum marc, cotton seed cake, molasses, chopped straw and some grain. 
About 2S% of cattle fed come from the North East. Output from the lots 
quL::kly buUt up to 25,000 head by the end of 1973 and have helped compen
sate for the declining deliveries of good quality cattle (FAQ grade and 
above) to KMC fr~m ranches so that in 1975 they provided about SO to 60% 
of the 30,000 head of quality cattle deliver.ed to KMC. One of the outcomes 
of the feedlot program has been the acceptance in certain European markets 
of Kenya beef and the provision of a small EEC quota. The value of this 
entree is the certificate of veterinary warranty which can be used in other 
markets to show that Kenya beef is acceptable. KMC now offers a premium on 
specialy contracted cattle of SO cts/kg for fed beef and a further 30 cts/ 
kg if it meets export veterinary requirements. This has led to a division 
of feedlots into those known as the "Swiss feedlots" which have received in 
practice about 12% more for FAQ grade than the "non-Swiss feedlots," between 
IS and 2S% of cattle fed receive "non-Swiss" prices." Between SO and 7S% of 
production from 129-KE feedlots receive non-Swiss prices. From 1974 onwards 
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prices worked against feedlot operations and by 1975 "non-Swiss" feedlot oper
a.tions werg losing money and some began to close down. "Swiss" feedlot oper
ators continued to function since they could still cover operating costs and 
they were carrying stocks of feed given in the previous year. In early 1976, 
however., it was apparent that feeding generally was unprofitable and that 
increased prices were needed for them as well. 

4.56 The mission considers that at KSh. 7/80 per kg, which would be 
the June FAQ price plus 80 cts./kg bonus many existing feedlot op~rators 
should find it profitable to feed cattle if they could obtain fattening cattle 
at KSh. 2/30 per kg LW. In 1975 Swiss feedlot operators were receiving 
KSh. 6.49 per kg COW for their stock when liveweight prices for their feeder 
steers were about KSh. 2/30 to KSh. 2/50 per kg (KSh. 6.35 to 6/90 per kg 
edible tissue). In July 1975 the Beef Research Station calculated that 
these operators would require KSh. 8.00 per kg if the price of immature 
ranch cattle rose to KSh. 3/56 per kg (the recent increase from KSh. 5/85 
to KSh. 7/- per kg for FAQ ranch produced cattle might raise ranch immature 
prices to over KSh. 3/- per kg LW). !r.e mission has not estimated what 
prices should be for existing operators because of the differing operations, 
but has estimated the returns from a ~ew feeding operation using North East 
or Masai steers and sorghum forages. With FAQ at KSh. 7/80 per kg and North 
East steers at Ksh. 2/25 per kg and about 20% measles incidence, the financial 
rate of return is 23%. If the price of steers rose to 25% (which is the 
premium that feedlots would have to pay for better quality of immatures) and 
the rate of measles incidence were 3%, the financial rate of return would fall 
to 14%. 

4.57 Conclusions and Recommendations. Provided gazetted prices ot.ce 
again become attractive for feed, it is recommended that: 

(a) Priority be given to improving the occupancy rates of existing feedlots. 

(b) As the project has only 3 years left before completion, and as the 
objective of the project was to experiment on cattle feeding outside 
the disease free zone, the mission recommends that at least one of 
the three proposed feedlots be consid~red. The siting, organization 
and benefits should be carefully investigated. Finance for one lot 
has beeh included in the present estimates. 

4.58 If feedlots are to be rezarded as a necessary and integral part of 
the agricultural industry then more attention must be paid to: 

(a) Maintenance of adequate producer prices (e.g. more aggreSSive sales 
promotion, custom feeding for particular markets and better prices 
through long term contracts). 

(b) Maintenance of a satisfactory feed price policy. 

(c) Realistic North East feeder cattle prices. 

4.59 Gove'ment should maintain beef cattle and feedlot experimentation in 
proportion to the size and importance of the gross pr~duction of the industry; 
this includes staffing with well-trained personnel experienced in feedlot work. 
These staff should be sufficiently experienced to advise feedlot operation and 
continue the monitoring operation. 
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B. Nor~h East Range Develooment Program (Annex 8. 
Tables 1 and 2; Full Annex to be supplied by USAID) 

4.60 Be~een 1970 and 1974. 924,000 ha of rangeland in the North East 
Province were developed under the first project for KSh. 11 million (KSh. 
11/84 per hectare). Pe~anent water was provided at an average radius of 
9 km compared with the Government's original intention of permanent water 
on a 33 km grid; the intensity of development has been criticizied. Under 
the secc~d project it was planned to develop 2.8 million ha for KSh. 12.8 
million (KSh. 4/50 pe~ ha); permanent or semi-permanent water (large dams) 
was to be provided at an average. 13 km radius. 11 ',.[hen completed both proj
ects would have developed 3.7 million ha of the 9.9 million ha in Wajir and 
Garissa Districts. However, in March 1976, the program and costs were re
vised (Annex 8, Tables 1 and 2). lne final report was not available for 
inclusion in this draft but the area to b~ developed under the second proj
ect has been expanded to 5.1 million ha making a total of 6.6 in ha with 
development under the first project. Construction costs have more than 
doubled and with the increased number of ~ater points to cover the expanded 
program, costs have risen to a tentative KSh. 59.7 million (US$7.2 million) 
or KSh. 10/52 per ha. A permanent water point covers an average radius of 
13 km or about 55,000 ha. Operating costs have also more than doubled. 

4.61 Planning of the grazing blocks is ahead of physical implementa-
tion. Despite delays in water development it is e::pected that, by July 
1976, 1.2 million ha of development under the second project would be oper
ational (plus 0.9 million under the first project). Two dam construction 
units and one track construction unit are working. The ~ork of the dam 
units has been seriously delayed through lack of spare parts due mainly to 
cumbersome Government procurement procedures - thus increasing costs of de
velopment significantly. A third dam and a secoud track unit and supply 
vehicles for aILS units were due to be in operation by July-August 1976. 
All personnel have been recruited. A contract for the fir~t 12 to 18 bore
holes has been made and, of the first 7 drilled, only 2 have satisfactory 
water. 

4.62 The program should be completed on time if the procurement prob-
lems can be solved. The main problems which are besetting the scheme and 
which are interrelated in varying degrees are: 

(a) the high capital costs per hectare related 
to intensity of water development and 
returns; 

(b) high operating costs related to density of 
water supplies; 

1/ Permanent water is not necessarily distributed evenly since areas are 
divided into wet and dry season grazing area. 
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(c) difficulties in selling sufficient stock; 

(d) how the facilities are to ~e maintained and 
paid for; 

(e) grazing management control; 

(f) stock number control; 

(g) power and constitution of Grazing Commit
tees. 

4.63 It must be questioned whether the intensity of development in this 
low potential range is justified at this stage when there is little evidence 
that the people are going to be able to maintain good grazing practices to 
maintain this intensity. ~ost ~orth East cattle fetch commercial grad~ 
prices either as meat Ot imniatures, and because of world and local prices, 
the retur~s from this grade at KMC rose only 16: from KSh. 3/70 to KSh. 4/30 
between 1974 and 1976. oetter management could improve the overall steer 
grade to standard and better prices for FAQ could raise i~ature prices to 
above that which they ' ... ould receive for cOl!lIDercial grade corned beef. 

4.64 There have, however, been problems selling the immatures. In 1975 
only two sales were held by L~ in the ~.E. purchasing only 25,000 head; LMD 
in ~rch 1976 had a total of 50,000 cattle unsold (para 4.73). The appraisal 
~ission has estimated that 85,000 cattle aunu~lly would require marketing 
from 6 districts through L~ by the fifth year and 250,000 by the ~Oth year 
:he level of investment planned should be related to market prospect3 for 
stock and likely returns. If the Government is to move the number of stock 
planned through the L'1D system it ' ... ill have to do much more at the marketing 
end than it has done so far (i.e. preparing fattening ranches and KMC to 
receive them). Also in the next five years it would appear that because 
of marketing and likely pricing policies that the sale price to L~ of both 
immatures aLd slaughter cattle will be averaging nearer commercial than stand
ard grade if they are to sell large numbers of ~orth East cattle. 

4.65 The more water supplies tJrovided in a given area the higher the 
operating costs. Since 1970 the ~stimated cost to the Government to main
tain facilities constructed has .. ncreased from KSh. 0.10 per ha to Ksh. 
0.44 per ha at appraisal of the second project and now to Ksh. 0.68 assuming 
the maintenance of 61 boreholes, 305 dams on 6.6 million ha of development. 
This does not in many cases include the borehole operator and fuel and oil 
for runr.ing the boreholes (another KSh. 0.08 to KSh. 0.16 ha). It is not 
certain whether the revised sum of KSh. 4.5 million for operating costs 
will be sufficient, especially as this represents only 6% of KSh. 70.6 millio~ 
shillings capital required to be spent on ~orth East water (excluding co~
tingencies) and may not cover other water suplies established by earlier 
schemes. At present there is one borehole maintenance unit working; pas
toralists complain of repair delays although generally the unit appears 
to be coping. No maintenance has been undertaken on dams constructed under 
the First and Second Projects and many are showing signs of silting (USAID 
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estimate they are losing 10% of capacity annually) and destruction of pro
tective fences erected to reduce silting and erosion of walls. This seri
ously reduces the life of the dams and the water they hold thus hastening 
the time for their replacement and reducing their reliability and the stock 
they can carry. When Government agreE',d to take responsibility for mainte
nance they thought that they ~ould have been able to purchase equipment 
under a Japanese Yen loan. Because of problems of replacements this was 
never done. The USAID range staff are therefore proposing that this equip
ment now be purchased with an extra loan under USAID. The m1.ssion supports 
the proposal and would also support any assistance in the provision of funds 
for the start up of the Unit (see para 4.65). 

4.66 Under the project the Government has the reeponsibility of meeting 
the operating costs. Originally it was intended to pass the maximum possible 
to the producers, since on present arrangements the producer receives capital 
costs of development free. Local Grazing Committees were to be formed which 
would supervise and operate" the facilities and follow R..'1D grazing manage
ment plans. Although Committees have been formed, no satisfactory method of 
raising fees for maintenance of dams and running of boreholes has yet been 
devised. Boreholes in the first project area are usually administered by 
local committees; some cattle owners bring their own diesel, others are 
charged as they bring their stock to water. Repair costs are high due to 
dirty diesel and inexperienced operators. 

4.67 Grazing programs in the first project area operated to some extent 
in 1973 and 1974 but, in late 1974 and early 1975, broke down because drought 
elsewhere ca'lsed an influx of pastoralists frem outside the areL The pro
gram is bein~ restored. Chiefs are confident people will adopt the schemes. 
Stock mortality has been reduced and people say they are getting more milk. 
There are indications that some outsiders are t~ling to settle in the area; 
however, because of the migratory nature or the population exact population 
and stock figures are not available and elders have been reluctant some
times to discuss these aspects with range staff. Range staff estimate 
stock numbers at water points but do not know for certain how many people 
are in the blocks or ~ho have rights there. Stock registers have yet to be 
compiled to monitor changes in stock numbers, stock ownership, and herd com
position. Stock owners and ~ommittees are not discussing with range staff 
to the extent they should the stocking problem that will undoubtedly arise 
in the near ruture, as increased grazing capacity allows the herds to in
crease (the problems will be similar to those in Xasai - see Annex 6). As 
human population and cash needs increase there will be increasing pressures 
to overstock. Xany graziers will acce~t organization others will not. With
out strong Government guidance, supported at times by legal sanctions uncon
trollec (or unmarketed) stock increases could lead to a major stock disaster 
in the future; hastened perhaps by the drying up of dams in 5 or 10 years 
time due to the failure to institute satisfactory maintenance procedures 
now. Presently the dangers of major stock disasters are reduced because 
the widespread nature of permanent water puts a premium on good stock man
agement (and past a certain herd size 'the labor capability of a family 
becomes limiting) but the provi:;ion of water. even within 20 len radii, 
will allow even the most inept to build his stock numbers to the detri-
ment of all. 
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4.68 A valuable meeting was held with Provincial officers in Garissa 
on grazing management and water maintenance charges and ~t was apparent 
that if real progress is to be achieved with pastoralists on these points 
a more active approach to the local pfople will have to be made. The North 
East graziers (Somali people) obviously benefit from the present loose ar
rangements and will wish to maintain their commitments as low as possible 
in terms of rules and charges; grazing schemes and dams have been imple
mented in the past (over 100 dams and 30 boreholes were constructed in North 
East Province in 1950-58) but the general agreements on which they were 
introduced have never had to be honored with the result that many old water 
points are now completely silted. 

4.69 At the round up meeting and the Provincial meeting the mission 
stressed: 

(a) The need to develop a workable management 
system for the North East grazing blocks 
worked out and operated in conjunction with 
the people and backed by legal powers (using 
perhaps the cooperative or group ranch legis
lation) to institute grazing management stock 
limitation, marketing procedures and levy 
charges. 

(b) The need to commence a regular borehole and 
dam operation and maintenance program now, 
supported preferably by charges with govern
ment meeting any shortfalls. 

(c) Concern was expressed that unless solutions 
could be found to (i) and (ii) there was 
severe danger of range destruction and a 
major stock (and human) disaster in future; 
it will also result in the poor use of a very 
large sum of government money. Pastoralists 
say they ~ill pay for water and follow grazing 
rules to get it. ~ow that some areas have 
water, consideration should be given to 
applying the corollary that further water 
to new areas should be dependent on the 
implementation of the program in the de
veloped areas. It was recommended that 
a program of intensive discussion over a 
period of time be made, with a timetable 
for achieving certain agreements. 

4.70 Conclusions and Recommendations. The mission makes the tollowing 
conclusions and recommendations: 
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(1) The mission agrees with the objectives of the 
program but recommp.nds a program of consultations 
be drawn up immediately with the relevant author
ities and groups of pastoralists to renew or 
determine as appropriate: 

(a) The system of water maintenance to be adopted 
in the North East. Costs be reviewed. Deter
mine the amounts to be charged and the method 
of raiSing the fees. Who will be responsible 
for the different parts. It is suggested that 
discussions at Government level should be com
pleted in 6 months and the program implemented 
over the next 12 months in the areas with water. 
It is not suggested that capital costs should 
be charged at this stage, only operating costs. 
However, in view of the scale of the program 
in the future and the policy of loans in other 
areas, consideration should be given to includ
ing at least a nouinal capital charge in the 
first instance which would be increased as the 
project develops. IDA and the other donors 
would wish to be kept informed of developments 
during supervision missions. 

(ll) Whether the present grazing committees are 
adequate. Establish, in full cooperation with 
the pastoralist~, stock registers and the com
pilation of data on a regular basis by com
mittees and ~~ staff of stock numbers, 
ownership, herd composition, and stock 
quotas. Annual recording of raL'.ge condi-
tion and trend would be undertaken by field 
staff. 

(c) The best methods for overcoming the present 
spare parts procurement problems. 

(d) Whether special legislation is required to 
make the water and grazing committees func
tional. Determine the extent of the govern
ment assistance that will be required to help 
the committees enforce their rules. 

(2) Efforts should be made to continue and intensify 
the extension program of explaining objectives and 
getting the people to fully participate and take 
responsibility for the organization and administra
tion of the schemes. Long term success will be 
dependent on this. 
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(3) Now that some areas are developed and government 
has shown it is acting in good faith, development 
of new areas should be based on more commitment 
and participation by the pastoralists than is 
presently evident. 

(4) The present costs of development in relation to 
benefits and operating costs to producers should 
be examined to ensure that the new proposals are 
economical. It has not been possible to revise 
the economic or financial returns of this sub
component although the USAID team estimate the 
financial return from the introduction of the 
dam maintenance unit to be 10%. In view of the 
changes in costs and prospects for marketing and 
pricing it is suggested that a study be undertaken 
in the near future'so that adjustments can be made 
in the expenditure program if necessary. Present 
indications are that at this stage physical devel
opments may be too intensive in relation to im
mediate benefits, capital costs, maintenance and 
operation costs and response from graziers war
rants. It may be necessary to have a more exten
sive water system. Capital investment must be 
related to. returns. Capital and operating costs 
per hectare and per grazier should be calculated. 
Provision of the revised sum of KSh. 59 million 
will require extra funding from the Kenya and US 
G~vernments and the full expenditure of such funds 
should be dependent on a satisfactory analysis of 
the situation (see recommendation 5 below). 

(5) USAID is presently considering a request to ex
pand the loan for ~orth East Water Development 
by US$3.25 million from USS5.3 to USsa.55 to help 
pay for: 

(a) Reservoir maintenance including the equipment; 

(b) Staff houses in the ~orth East; 

(c) Vehicles and equipment for the North East 
team; 

(d) A spare parts revolving fund. 

Conditional on reccmmendation 4 above the mission 
supports the request and consjders that it should 
be part of a review of the steps to be taken to 
achieve long term funding of the operation and 
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maintenance program on the North East·. It is the 
mission's belief, however, that it is Government 
and donor responsibility to see that long te~ 
operation and maintenance is adequately funded 
and grazing control implemented. Otherwise the 
program will be largely wasted and there will be 
grave danger of serious ecological disaster. 

(6) As the grazing block program expands, contingency 
planning for movements of stock between tribal 
groups in times of drought must be roughly worked 
out and methods developed to reduce the damage 
caused as well as providing compensation for 
those who give relief grazing. 

(7) Annual offtake targets for the different types 
of cattle in the North East should be established 
and a determination made (with the help of L~) 
as to how and when these animals are goi~g to 
be removed. This will me~n relating directly 
their offtake with ranch steer fattening, feed
lot operation and [XC intake. Thes~ targets 
should be reviewed at least annually. 

(8) On a question of principle it is noted that the 
Masai are being asked to pay for the full capital 
and operating costs of their water supplies. In 
view of the problem of the poor stocko~~er this 
policy poses a number of problems but it would 
seem that in the light of likely future expensive 
development requirements in the range areas it is 
wise at this stage to try and maintain the policy 
of self help and getting the ~eople to pay for 
what they want. However, in the ~orth East we 
have a situation where people are relatively 
better off in terms of stock wealth and yet at 
present pay nothing directly towards range devel
opment and very little towards operating costs. 

C. Isiolo Range and Water DeveloDment Program 

4.71 The project agreement was signed on ~ovember 29, 1974 and became 
effective immediately. At present this sub project is behind schedule due 
to Canadian personnel ~ecruitment problems; these could be overcome by 
August 1976. It is expected that this delay will entail an extension of 
one year and concomitant cost increases which CIDA will undertake to meet 
as a result of this delay. Ord~rs have been placed for the dam construc
tion and access track equipment, deliveries are scheduled for late 1976 
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and the first half of 1977. The Canadian team 'are to be provided with aug
mented resources to facilitate travel and accommodation within Isiolo Dis
trict, this cost ~ill be met fro~ grant funds. CIDA also plans to increase 
the support equipment package to be provided to Range Management Division 
from the increase in the loan. Revised project estimates are given in 
Annex 9, Tables 1 and 2, but these do not take into account any provision 
for spares beyond the initial supply provided at time of delivery. It is 
unlikely that any pLovision could be made in the CIDA roan for the long
term supply of equipment spares. Costs have risen from KSh. 6.4 million 
(US$920,000) to KSh. 38.5 million (US$4.7 million). Cost estimates are 
found in Annex 9. 

4.72 Project and operating ·costs have escalated. Planning of the area 
has not been undertaken so it is not possible to assess capital costs in 
relation to intensity of development. The appraisal report estimate was 
based on the development of 1.2 million hectares. Isiolo, however, totals 
2.5 million hectares. If total project costs are regarded as capital in
vestment then the cost of development of 2.5 million ha would be KSh. 15 
per ha which is 50% more than USAID estimates. At this stage it is recom
mended that the planning team pay special attention to the capital and oper
ating costs. Similarly attention will be required to deter.nine the method 
of payment for the operation and maintenance of facilities. The population 
of the Dis~rict is variously estimated at 30,000 to 65,000. The Boran, who 
form the majority of the stock owners in the District, are supposed to have 
greater stock wealth per family than many other pastoralist groups in the 
country. 

D. Livestock Marketing (Anney. 10) 

4.73 The project objectives are to increase the number and effective'· 
ness of L~s markets, holding grounds, stock routes and transportation facil
ities so that it can handle 300,000 head of cattle per annum, increasing 
the present capacity of 5G,000 head which was established under the first 
project. In 1974/75 90,000 cattle used the marketing system of which 70,000 
came from the ~orth ~ast. Due to lack of demand L~ was left with 50,000 
immatures unsold of the 62,000 animals it purchased; it had not been able 
to move them by ~rch 1976. The lack of demand was due to (i) drought on 
ranches, (ii) many ranches were carrying breeding rather than purchased 
steers, (iii) falloff in demand from feedlots, (iv) lower than expected 
demand from new project ranches. Although demand in the last two years 
has been disappointing L~ has done a good job moving stock from the ~orth 
East in the last 5 years purchased stock valued on average at KSh. 17.5 
million annually. 

4.74 The development program is on schedule; capital costs are expected 
to rise by 91% from Ksh. 19.7 million to KSh. 37.6 million. UK will consider 
extra funding after a further program tevision. Recurrent estimates however 
for the project period have increased from KSh. 5.2 million shillings to KSh. 
31.4 million, although the latter includes categories not previously estimated. 
During the 1970s, L~ has consistently made substantial financial losses. 



- 34 -

Cattle purchasing operations have lost an average of KSh. 128 per head sold 
(average selling price KSh. 340 to KSh. 480). It has lost KSh. 5 million 
annually in the last two years, the main causes for these losses are: 

(a) Paying too much for animals in an attempt to help 
pastoralists; partly a reflection of political 
pressures; 

(b) Because too much has been paid L~ tends to expect 
toe high a price from purchasers thus depressing 
demand and discouraging a change to steer fat
tening; 

(c) High average mortality (11%); 

(d) Insufficient attenti'Jn to forward marketing 
prospects; 

(e) Possibly insufficient appreciation of the high 
cost of animal health and quarantines. 

If present policies and expenditures co~tinue it is difficult to see losses 
being reduced in the immediate future. On present forecasts a throughput 
of 200,000 head would be required to meet expenditure. L~s subsidies dis
tort beef production systems and have eliminated the private traders in the 
type of operation L~ does, reduced incentives in L~D to make a profit and by 
supporting a high price has distorted the economies of fattening and finishing 
enterprises. There may be arguments for continuing subsidies but these should 
be fully justified and the consequences spelt out. 

4.75 Conclusion and Recommendations. The mission has the following 
recommendations; most of these wer.e discussed at the final round-up meeting 
in the Ministry of Agriculture. 

(1) L~'s operatiJns should be put on a sound financial 
basis and ca~ital investment and recurrent activi
ties of L~ should be revised in the light of its 
purchasing and other activities. L~ should nor
mally operate at a profit and any diversion from 
slch policy should be justified so that the eco
nomic effects of any distortion can be evaluated. 
Government should consider and establish the rate 
of return which L~ should be required to return 
on its investments. It may be necessary to review 
the livestock policies and objectives of the divi
sion in the light of the financial policy to be 
adopted (or vice versa). 
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(2) In the past, the Division has suffered for the 
lack of a full time economist. It is strongly 
recommended that high priority be given to keeping 
the post filled. 

(3) The operating costs and investment program should 
be listed separately fo~ the North and the South 
and LMD should proceed with its proposals for es
tablishing cost accounts for each region. 

(4) Consideration should be given to L~ henceforth 
purchasing and selling only by weight and at a 
purchase price which will enable L~ to cover all 
its operating costs. As required in the Develop
ment Credit Agreement L~'s prices should relate 
price paid to carcass 'lalue. L~' s proposal that 
they should try a-margin of 50 cents per kg live
weight between purchase and sales price to cover 
operat ~g costs is supported. In practical terms 
this would mean reducing the price of 210 kg LW 
annual in the North East from the present price 
0f KSh. 400 to 440/- to about KSh. 300/- which 
would then allow it to be sold profitably to the 
KMC at the commercial grade price of KSh. 1/91 per 
kg LW .. This may have serious political problems 
but one way or the other the present situation 
should be rationalized. Large numbers of stock 
must be moved from the North East if present devel
opments are to be justified and this can only be 
done if they are offered to the purchasers (ranches 
and KMC) at prices that they can turn a profit. 
This means, at present, either lower prices to 
the producer of immaturesor a subsidy to L~; the 
latter course immediately eliminates the private 
trader and indirectly means a subsidy to exports 
either as corned beef or fattened animals. 

(5) LMD should continue sales and purchaSing activity 
~nly in the absence of private trading activity 
and it should be prepared in the medium term to 
concentrate or. providing facilities to traders 
fvr quarantine, marketing, movement on stock 
routes and transport and only acting as a buyer 
of last resort by providing a floor price based 
on .realization price at KMC. 

(0) Consideration should be given to providing a 
quarantine service to the private traders in the 
north and in the south at a more subsidized charge 
in order to give them sufficient incenti'le to accept 
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the con,id.rabla uncertainty which thlY incur in 
quaraatininl their ovn aaimals a. th.y ar. unaura 
how loal the procl.' will taka. Thi. vill Inabl. 
control of the quaraatia. proca •• , yat, will not 
effactivIly exclude the tradar blcaua. of the 
quaraatiaa requirl.lot which provtde. a bln.fit 
to the whole live.tock "ctor. 

(7) Effort. Muat be made to r.duce mortality. One po.
.ibillty i. to avoid buyinl cattle 1n a dlstr •••• d 
condition unl ••• they can be qu1ckll moved to .1aulh
tar. Considlration should 41so be givln to h.vtn, 
& price diff.r.nti~l fbr such cattle so that the 
nlcesaBry transportation cost can be cov~rld. 

(9) Consideration should bl given to providing ~~ ~ith 
.1 tnding "ccount 'fund .!nd requiting theM to r.
sttict any loss to the 5i:. at that fund rathlr 
than the Traasury givtng thl. purchase .oney and 
subsequently collacting any .41.5 revenUl5. Such 
a trsdins ccount should includ • .lny opardtlng 
cos ts st p,.sant includld io thl profit 4nd 
loss dccount. 

(9) Prior t o th~ above examination being carrild out 
by thl KdnYd Covernmeqt it is suggest.d that spart 
from thl wllghbridges and any other critical Invlst
m~nts thlr. should b~ B pausl Ln thl lavlstmlnt pro
s r~mma ~nd La any lncra.se in recurrent activitIe •• 
n,ls wlll dnabl. th~ Inva.tment programme to be 
ruvis~d ~nd ruph4s~d if nacu8sary to taka account 
of th~ r~vlslon8. tn particular Account should b. 
t<lk~n of: 

(~) cost .~c3l~tioni 

(b) ~ffuct of buying ~nd sllllng by wlight .t 
fixad prices: 

(e) dumand for lmmatures. 

( 10 ) FlnAl C3plt41 fund ~.quiramlnts from ~ and Cov
drftmlnt would bl dlcided .ftlr tha lnvISt.lnt 
program has be~n ravised in the lilht ot thl.1 
suggeations. 

(11) It should be noted that UK aid tunds are not avail
able for gen.ral rang. development ln the North 
East and should continue to ~. available only tor 
the splcific dlvllop.lnt of ~~·s marketina tacil
ities. 

- --

-
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E. Wi.ldlife (Annex 11.) 

4.76 Th~ wildlife component of the project has two main ob~ectives: 

(a) to support the establishment of the Amboseli Game 
Reserve into a National Park and to ensure its 
continued viability as well as the viability of 
the Nairobi National Park and Maasai Mara Game 
Reserve. The areas under the jurisdiction of 
the Nairobi National Park and the Maasai Mara 
Game Reserve are to be extended. Human settle
ments and livestock ar'e to be excluded from the 
areas of the parks and reserve and special arrange
ments are to be made to protect wildlife in the 
"dispersal" areas surrounding the pc.rks and re
serve. Cattle owners who had been USing the 
parks and reserve for dry season water and graz
ing and who are to continue to protect wildlife 
in their grazing areas are to be compensated 
through provision of some free water a-~a and 
annual cash cocpensationj 

(b) to improve the data base on wildlife, live
stock and utilization of natural resources in 
Kenya. 

Except for the Amboseli Wat~r S~pply Scheme, implementation of the wildlife 
component is very much behind schedule. However, it may be possible to 
complete this component within the time remaining if solutions and agreements 
can be quickly reached. Much will depend on Government commitment to finding 
solutions. 

4.77 Amboseli. In Amboseli, in order to keep Masai cattle outside 
Lhe Fark, the Government with IDA assistance is providing a water supply 
schem'~ outside the Park at a total cost of about KSh. 7.0 million. In addi
tion, animal cash compensation is to be paid to Maasai cattle owners for 
protrcting wildlife grazing on their lands in the dispersal areas and for 
potential income losses from livestock. Although simple in concept Govern
ment's proposal has involved and still is involving, intricate bargaining 
between the Government, the cattle owners and their leaders. To show good 
faith the Government is constructing the water scheme before final agreement 
on all points has been reached. 

4.78 According to the Development ';redit Agreement, agreement on wild
life protection and fair compensation '.as to be reached prior to investment 
in the water scheme. Construction hO~'el7er has gone ahead and is near com
pletion while negotiations, which are progressing, have still some way to 
go before the necessary agremeent is tp be reached. Government defended 
their position by saying they wished to show good faith. The Government 
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should be able to deal satisfactorily with two problems which have arisen 
relating to the construction and design of the water supply system; one 
is the omission of a small amount of piping in the tender documents and 
the other to the choice of waste water disposal area at Serena. A t~lird 
problem, which is unsatisfactory from IDA's position, has been the construc
tion of 8 miles of piping to the water tank of an existing privately owned 
borehole which is not operated. The inclusion of this pipeline is neither 
justified on economic nor on "compensation" grounds. Even though the water 
supply scheme is to be completed shortly no decision has been taken, nor 
a draft of institutional arrangements made, to (a) ensure the operation and 
maintenance of the water supply scheme, (b) secure and administer the neces
sary budget and (c) supervise the scheme or make provision for monetary 
compensation for cattle owners •. 

4.79 At the round up meeting in the Ministry of Tourism and Wildlife 
the mission presented the following recommendations with regard to the Amboseli 
Park; the first three point~ were particularly stressed. 

(1) Maasai cattle owners should reach an agreement 
with the Government as soon as possible whereby 
they would agree to abstain from using the park 
and to protect wildlife in the dispersal area. 
The owners should receive fair compensation for 
lost water and grazing rights and potential in
come losses through the water supply scheme, the 
extension of Slnet swamp, the exchanges of por
tions of the Park for a drier portion outside 
the Park. Agreement on monetary compensa-
tion should be reached as soon as possible; 
this agreement should be submitted for IDA's 
approval; and it should be made a condition of 
disbursement against expenditure on the Amboseli 
component of the project. 

(2) The necessary arrangements for satisfactory oper
ation and maintenance and supervision of the water 
scheme should be reviewed by IDA and be made a 
condition of disbursement against the Amboseli 
component of the project. 

(3) Procurement procedures should be reviewed with 
all parties concerned in order to avoid further 
violations of reB p~ocedures. 

(4) No disbursement should be made against items 
which do not seem justified; in particular, the 
repairs of tank I and the 8 miles of piping from 
the main pumphouse to tank I, nor against pay
ment of the "guaranteed miniIjrum return" as the 
funds are to be generated from the Park's rev
enues; and 
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(5) lOA's financing of the Amboseli component of the 
project should be raised from KSh. 1.1 million 
to KSh. 3.0 million due to the vital importance 
of this project for the coordination of develop
ment of the tourist and livestock industries. 
This amount represents 50% of the total costs of 
this component less KSh. 451,000 for the repairs 
of tank I and the 8 miles of pipiog from the main 
pumphouse to tank I. 

4.80 Xaasai Mara. In order to protect the Maasai Mara Game Reserve 
the Government proposed extending the boundaries on the northern flank into 
areas presently grazed by livestock. As at Amboseli the Government proposed 
obtaining an agreement ~ith cattle owners: (i) to provide a water supply 
scheme outside the Park boundaries so that graziers would not have to enter; 
and (ii) to provide an annual cash compensation for potential income losses 
from livestock. lne Maasai-for their part would agree not to enter the 
Reserve and to protect wildlife in the dispersal area. IDA is to assist 
with provision of the water supply. 

4.81 Progress on the compensation agreement is presently well advanced; 
no orogress is reported on the water supply scheme. The finrl feasibility 
study and cost benefit analysis of four possible alte:natives have yet to 
be done. Close cooperation should be established with RMD and ArC over 
the final choice since they will be responsible for the development of the 
group rar.ches that receive the water •. Both the Ministries of Water and 
Wildlife assured the mission that the highest priority would be given. 
The study is not likely to be completed before 1977 and 15 months will be 
required for construction taking the likely operational date to early 1979. 

4.82 On Maasai Mara the mission made the folloWing recommendations: 

(1) The agreement between Government and Maasai cattle 
owners to abstain from using the Reserve and to 
protect wildlife in the dispersal area, and to 
receive fair compensation for lost water, grazing 
and salt lick rights, as well as for potential in
come losses (compensation to be given via the water 
supply scheme, the excisions from the Reserve and 
monetary compensation) should be obtained as soon 
as possible. This agreement should be submitted 
for IDA's approval and be made a condition of dis
bursement against expenditure on the MAasai Mara 
water supply scheme. 

(2) Land adjudication in Siana and in parts of blocks 
No. 3 and No.5 should be given first priority in 
order to ensure the implementation of the compensa
tion scheme. 
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(3) The water supply feasibility study should be given 
top priority and the Maasai be consulted on the 
final design, on the location of camping sites, 
as well as on the annual evaluation of the mone
tary compensation. 

(4) A realistic schedule for the construction of the 
water supply scheme should be established and 
the necessary funds mobilized. 

(5) The extent of the water supply scheme should be 
carefully considered in order not to jeopardize 
the development of the Reserve and of the .1dj a
cent group ranches and that assurances be obtained 
that alternative sources of water be provided to 
ranches affected bv the excisions ~ut not included 
in the scheme. 

(6) The amount of IDA's financial contribution be kept 
as agreed in the Development Credit Agreement until 
the feasibility study and cost benefit analysis 
have been made. If the final option proves more 
costly than the amount of money marked up, addi
tional financing could be made available out of 
the unallocated category of the credit. 

4.83 Kitengela/Nairobi. The Kitengela dispersal area i$ of vital im
portance for the Nairobi National Park. Wildlife normally migrates to and 
breeds in Kitengela during the wet season and comes back to the Park to give 
birth during the dry season. It is therefore important that *ildlife be 
protected in the d~spersal area. For many years the Government has wanted 
to integrate the area into the Nairobi ~ational Park and to davelop it into 
a game viewing area with roads, trails, gates, housing and water points. The 
project provides finance for this infrastructure. The urgency of the matter 
has already been brought home in the 1960's by the claiming of individual 
~anches in the area and requests to adjudicate and register these ranches 
~nd larger group ranches. Permanent structures on incipient ranches are 
being constructed in Kitengela making it more difficult to reach agreement 
or implement a development plan to accommodate both wildlife and livestock. 
Poaching of wildlife is also taking place. The rationalization of the land 
problem in Kiten8ela is therefore urgently needed. 

4.84 So far little progress has been made and this sub-project is well 
behind the implementation schedule set at appraisal. The UNDP/FAO Wildlife 
Project team submitted a plan to the Ministry of Tourism and Wildlife in 
1971. Several meetings took place in 1972 at which some agreement was 
reached. There appears to ha' .. e been little follow up to these meetings. 
The mission therefore made the following recommendations on which it strongly 
urged Lnmediate action. 
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(1) Negotiations should be reopened and an agreement 
~ith the Kitengela livestock owners reached. 

(2) A development plan should be prepared. 

(3) A sc~edule of action on Kitengela should be 
established before the next supervision 
mission. 

(4) Some conclusion with regard to land adjudi
cation in the area must be reached by Gov
ernment. 

(5) IDA's contribution to the development of 
costs of Kitengela should remain at 50% of 
total costs (except for the compensation) 
or U55351,634 equivalent. 

4.85 Wildlife Covenant in Development Credit Agreement. Covenant 4.06 
(b) requires a "written" agreement between the cattle owners and the Govern
~ent on the arrangements made for the three parks. Previous supervision 
missions had been informed that Masai cattle owners refuse to sign any 
agreeme~t because of the precedent of 1904 that caused their loss of 
Laikipia. It had been agreed by IDA that minutes of the barazas (general 
meetings) at which the agreement is reached would be acceptable legal docu
~ents. However, the Review Mission's opinion is that this argument is no 
longer fully relevant. Group ranches now enter into written agreements. 
for example in land registration and when taking a loan from ArC. The 
mission therefore recommends: 

(a) that the agreement requested be a written 
agreement as negotiated and agreed in the 
Development Credit Agreement; 

(b) that the text of the Development Credit 
Agreement be amended to allow for the cases 
when it will not be feasible to have a written 
agreement. It is proposed that the Development 
Credit Agreement be amended along the lines of 
the text of the Development Credit Agr~ement 
of the recently negotiated Wildlife and Tour
ism Project (see Annex 11. Appendix III). 

4.86 Wildlife Project Institutional Arrangements. The implementation 
of the wildlife component of the project has been slow even when taking into 
account personnel and institutional changes. In view of this experience the 
mission recommends: 
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(a) that a full-time staff member of MrN be seconded 
to the under-secretary in charge of the imple
mentati~n of the project component. Such a 
person could carry on the day-to-day tasks 
related to the project as well as ensure the 
efficient coordination between all the Govern
ment agencies. The project manager for the Wild
life a~d Tourism Project who has already been 
selected could be appointed to such a position 
until the new project is approved. He would 
thereby gain experience with project management 
and Bank operations; 

(b) that a follow-up and supervision of the water 
supply schemes at Amboseli and Maasai Mara be 
coordinated with the supervision work of IDA's 
Public Utilities Division in the context of the 
Wildlife and Tourism Project. 

(c) The census and monitoring component of the proj
ect was selected by the Canadian Aid (CIDA) for 
their participation in the project. Progr~ss 

has been slow and is well behind schedule and 
although the CIDA-COK Project Agreement was 
signed on November 12, 1974 the project only 
became effecti.ve on December 12, 1975. The 
project manager (a Canadian) and four of the 
five Canadian scientists have arrived. Delays 
have occurred in nominating counterparts, and 
lack of office space has also been a constraint. 
As a work program is now being formulated, first 
priority should be given to th~ census and moni
toring of the Amboselj, Maasai Mara and Nairobi 
eco-systems as was determined at appraisal. 

F. Technical Services 

4.87 Project Coordination Unit. The Unit still ne~ds to recruit a Fi-
nancial Analyst. Major c=iticisms concerning project direction have been 
made in supervision reports. The mission feels that these criticisms might 
be the result of misunderstanding of what the unit can accomplish. This 
report will suggest alternative coordination and direction arrangements 
involving the amalgamation of the unit with the Range Management Division. 
This will be discussed further under Organization and Management and in 
Annex 14. The Coordination Unit costs have been revised upwards from KSh. 
1.3 million to KSh. 2.0 million (Annex 12). 
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4.88 Very little money has been spent from'the funds earmarked for 
Project Evaluation. investigational work and technical training. Costs 
estimates however, have increased from KSh. 3.4 million to KSh. 4.4 million 
although it is doubtful whether all these funds will be used (Annex 13). 
So far nine people have received fellowships for training and more are due 
to go. Th~ !<Sh. 648,000 for this activity is likely to be spent as are 
funds for pr't'ject preparation and project evaluation. No investigational 
research~, :ies have yet been planned while funds set aside for the Meat 
Marketing study may not be required in the light of ~he recent tender and 
proposed funding by USAID (para 10.10). 

4.89 Range Management Division. The Range Management Division (RMD) 
is the responsible executive agency in the Ministry for range development. 
In order to achieve better project implementation and follow up it is sugges
ted that the ~~ is reorganized and strengthened. As the missions proposals 
affect other departments and divisions the subject is dealt with under Organi
zation and Management (para~ 5.01 to 5.07 and in Annex 14). At appraisal 
Government agreed to provide from its own resources the funds necessary for 
extra RMD staff required for the program. However, further strengthening of 
RMD will require additional money. It is proposed to provide this under the 
project. KSh. 2.0 million is required for temporary housing and vehicles 
and KSh. 1.3 million for extra staff and operating costs (annual expenditure 
KSh. 0.8 million). Disbursement of IDA funds would be the same as that 
agreed in the Credit Agreement for Technical Services. 

4.90 Ranch Planning is the responsibility of RMD. Part III of Annex 14 
describes the operation of RMD'g two ranch planning units at the Coast and in 
Rift Valley. The planning process is presently too slow, expensive and does 
not give sufficient attention to the financial aspects of ranch development 
or the individual financial well being of ranch members, particularly in 
the case of Group Ranches. The ranch planners should be familiar with 
budgeting and ranch management so that these aspects can be dealt with in 
the plans. The economics of the operation as they affect individual members 
of a ranch should be clearly explained and an evaluation made as to whether 
the proposals made offer sufficient incentive to the individuals participat
ing. The exercise must be seen as having a strong human, social and economic 
bias superimposed on the physical planning aspects of the ranch. Planners 
should be selected for their competence in this regard. Since much of it 
will involve r.ew concepts and situations, emphasis should be placed on flex
ibility and the building up of relevant information of value to future plan
ning work. The USAID report on Ranch Development is given in Annex 15. 

4.91 There appears to be confusion concerning the working relationships 
and allegiance of the American planners vis a vis USAID and RMD. The problem 
is probably best settled in bilateral discussions between the Government and 
USAID. 

4.92 Agricultural Finance Corporation (ArC) (Annex 16). AFC's total 
loan portfolio at 31st December. 1975 amounted to KSh. 373.3 with Ranch 
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loans accounting for 15%. AFCs accounts for the nine months to 31st 
Decp-mber. 1975 show a small profit of KSh. 1.9 million. The ranching 
loans may have a serious effect on AFC's future results if the recent 
unprofitability of the ranching sector continues. The amount disbursed 
under the First Livestock Project is KSh. 39.0 million, arrears KSh. 1.5 
million and interest accrued KSh. 2.2 million making a total outstanding 
of KSh. 42.7 million. On the surface the arrears position, 4.5% of amount 
outstanding, appears satisfactory. However, only 26% of the amount dis
bursed is in the repayment period. When arrears are measured against dis
bursements due for repayment the percentage iucreases to 12.8%. On this 
basis arrears for individual ranches in Xasai are 35.3%. Groups 12.2%, 
Companies 3.0% and Commercials 7.3%. 36 of the 69 loans in the repayment 
period are in arrears. 47% of the arrears were 9 - 12 months overdue, the 
remainder less. Under the second project KSh. 28.0 million had been approved 
acd KSh. 15.7 million disbursed by end February 1976; none w~re due for re
payment yet. 

4.93 The Ranch Division has an Acting Head and is 2 staff short of 
the level required at appraisal. There is some concern that if new loan 
approvals cannot be made that it will be difficult to earn sufficient to pay 
the operating costs of the Division; conversely there is serious apprehension 
about the unprofitable state of the beef industry and deteriorating posi
tion of many of the new company ranches. The Corporation sees its immedi
Ite commercial future in the expansion of loans to commercial and company 
ranches. It wishes to see group ranch development but feels that this is 
,ery much social development with many risks and the loans to this sector 
3hould be guaranteed by Treasury. Despite the poor disbursement perform
lnce of these AFC groups ha~ taken special measures to retain the services 
)f one of its staff with many years experience with Xasai ranchers. 

,.94 The mission presented the following conclusions and recommenda-
:ions: 

(1) Ranch loans are becoming a significant proportion 
of AYCs loan portfolio and could have a markedly 
unfavorable effect on AFCs future financial posi
tion if the recent unpro£itability of the ranching 
sector continues. 

(2) No more loans should be made to new company ranches 
in the coast area until an improvement is evident 
in the financial prospects of this sector. 

(3) APC should only lend to the ranching sector while 
prices are favorable to the ranches concerned. 
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(4) At this stage with so many uncertainties the mission 
does not support the proposal to widen the geograph
ical distribution of project loans beyond that sti
pulated in Schedule 2 of the Development Credit 
Agreement (PSA letter of 4th February to RMEA 
refers). 

(5) The mission's recommendations will reduce the amount 
of loan funds to be lent by AFC. There will also be 
an effect on AFC cash flow from the lengthening of 
the repayment period on the majority of development 
loans. Because of the discussions to be held on 
these recommendations the mission has not done a 
cash Flow table to see the effect these will have 
on t~e profitability of the Ranch Division. This, 
howe~~r, will require to be done as soon as the 
amounts to be loaned are agreed. The effect on 
the staffing level of the section will need to be 
assessed. Loan repayments to Treasury will also 
have to be revised an1 rather than use a fixed 
repayment schedule as in the case of 129 KE the 
repayment schedule should be related to the actual 
drawdown from che Treasury by AYC. Repayments would 
be made over 20 years from the drawdown date accord
ing to DCA Section 3.02. 

(6) Loan Procedures. A more searching investigation 
should be made of the financial position of loan 
applicants and greater insistence should be plac~d 
on the production of audited accounts and tax re
turns. Ranch~rs should contribute at least 30% 
of capital required. Loans should be geared to 
what he can afford - preferably 50% even though 
it will mean a phased investment over a long 
period. Standardized procedures should be drawn 
up and followed for determining the ranchers 
minimum 30r, investment contribution. The mission 
ranch cast. flows give some indication of how this 
might be done. Loan repayment periods must be 
based on the ability to repay from projected 
profits. Loans should not automatically bene-
fit from the maximum period. This could be a 
topic for future supervision missions. 

(7) The mission is reluctant to lay down the number 
of shareholders a ranch should have before it 
qualifies for a loan since the circumstances 
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vary so greatly. The mission prefers to rely 
on the spirit of the agreement. It knows that 
Kenya's established commercial rauching sector 
ranches may have from 1 to 5,000 members. 
Naturally, it would seem wise from Kenya's 
viewpoint to use IDA funds for ranches that 
find it diff.icult to get credit from an alter
native source although there is no stipulation 
about this. The Coast ranches are somewhat dif
ferent. It is understood that this is mainly 
unoccupied land. Such land is scarce and it is 
understood that Government intends that the 
maximum number of people should be allowed to 
take advantage of it. For that reason, it is 
expected that "a company ranch will have at 
least 50 shareholders." (PSA letter of 4th 
February to ~~.) 

(8) Considerable progress has been made in resolv
ing differences in responsibilities between 
AFC and RMD. Further meetings should be held 
to resolve any outstanding problems. ~~ must 
understand AFC staff responsibilities to its 
corporation and accept that there will be some 
overlapping in duties. However, it should be 
possible to develop a good and workable com
~lementary work program for the development 
of project ranches both at Headquarters and 
field levels. 

(9) AFC aud RMD have gone some way to defining their 
ranch planning and loan procedures. Further 
meetings should be held to produce a single 
operation form which will prevent duplication 
of work. Applications and plans should be left 
as simple as possible. 

(10) At the time of loan approval, AFC and RMD should 
prepare a detailed program of follow-up and report
ing on the recipient ranch which each agency will 
undertake. 

(11) While AFC has some expertise in cattle purchasing 
which some ranchers lack, the practice of the lender 
acting a~ broker is not satisfactory and should only 
be resorted to in exceptional circumstances. 
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(12) Ranch accounting. :u:C should involve'themselves 
more in establishing good ac~ounting practices on 
the ranches and they should follow up more closely 
the productir~ of audited accounts. Allied Rauch
ing is a service company formed by most of the 
participating Project ranches in Coast Province. 
It manages their accounts and provides services 
for maintaining water supplies. Although still 
in the early stages the scheme seemed to be work-
ing satisfactorily and there might be a case for 
investigating whether the Allied Ranching type of 
operation might not be extended to ranch accounts 
(and services) in other parts of the country. RMD 
should be associated with the improvement of account
ing practices on ranches. 

(13) AFC should review "the investment plans, financial 
accounts and budgets of ranches on a regular basis, 
not less than once a year, and insist on sound 
cattle and pasture management plans being carried 
out. 

(14) Credit Control. Re~ponsibility for credit control 
of all ranch loans should be vested in the Credit 
Control Department and they be staffed accordingly 
to deal with the growing problem of arrears. An 
immediate review should be conducted of first 
phase loaus to establish the position and action 
to be taken. Procedures should be formalized and 
action and comments recorded. 

(15) Investigations should be impleme~ted to find ways 
of improving the quality and flow of information 
of loanee accounts. 

(16) APC ranch department staff should be brought up 
to full strength and all the top five personnel 
should receive courses on financial analysis and 
related matters. 

(17) A manpower study in APC incorporating job motiva
tion, definition and grading should be carried 
out. 

4.95 Ministry of Water Development. A Range Water Division was estab-
lished under the First Project. It has responsibility for (a) investigation 
and survey; (b) construction and development, including work carried out on 
a contract basis; and (c) where required, the operation and maintenance of 
all range water installations under the' Project. ~orth East Range Develop
ment is funded under the USAID project. There is a special Ranch section 
dealing with Project Ranches. Its establishment was funded unrler the First 
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Project but no funds ~ere provided under the Second. It operates .a design 
unit at headquarters, a survey team, two planning teams and 2 construction 
teams; the planning and construction teams working in Coast and Rift Valley 
Provinces. All teams are now suffering from inadequate transport and a 
request was made for KSh. 1.2 million for vehicles for these teams. In 
addition, in order to cope with the increased work under the Second Proj
ect, the Division has requested a third ranch construction unit (Ksh. 1.7 
million). borehole equipping unit (KSh. 1.7 Dlillion) and a small dam con
struction unit (Ksh. 19.6 million). The mission supports the need for the 
vehicles and extra construction and borehole equipping units (total cost 
KSh. 4.6 million with details Annex 17), but requires that more supporting 
information be supplied on the dam cons~ruction unit, including work load 
and availability of alternative ·equipment including the Ministry of Agri~ 
culture and Soil Conservation Service. Disbursement of IDA funds would 
be the same as that agreed in the Credit Agreement for Technical Se~7ices. 

4.96 Veterinary Department. Funds are available for establishing and 
operating another Pleuropneumonia mobile testing unit. The unit has not 
been formed yet. Revised estimates in Annex 18 show an inc~ease in costs 
from KSh. 3.3 million tu KSh. 5.7 million. 

4.97 In-Service Training. Throughout this report there has been a 
criticism of insufficient attention to regular budgeting on ranches. anal
YSi3 of accounts and ranch productivity and the need to train ranch staff 
on the ranch. At an early stage, therefore, in service courses should be 
arranged for officer staff for the discussion of relevant topics, and the 
definition of policy and objectives (short and long-term). Two of immediate 
importance are: 

(a) Ranch Budgeting and Management procedures; 

(b) Group Ranch Development - problems arising, 
how they are to be overcome, budgeting and 
supervision. 

V. ·ORGANlZATION AND MANAGEMENT 

Organization 

5.01 There are 17 Departments or Agencies whose operations in some way 
affect the project; all but one have executive functions in the main stream 
of Government activities or are statutory agencies. To co-ordinate and imple
ment the project, IDA and the donor agencies persuaded Government to estab
lish a small independent Project co-ordination unit in the Ministry of Agri
culture. Although not stipulated in the Unit's Terms of Reference it was 
the implied intention that this unit was to have the powers that an in-line 

I 

Government executive agency might have. The latter has not occurred and 
although the Unit has access to the Permanent Secretary for Agriculture his 
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pressure of work is such that, under the Credit Agreement, supervisory re
sponsibility devolves on the Director of Agriculture who directs all tech
nical Departments in the Ministry. The sup~rvision missions have been 
critical of the Coordination unit, holding it responsible for many of the 
shortfalls in the project and requiring it to achieve more: 

(a) direction; 

(b) coordination; 

(c) control; 

(d) follow-up in managemertt, extension and 
education, to aSSUl"e long-term benefits. 

5.02 There is no doubt that the project would benefit from these re-
quirements but it would seem that a level of interdepartmental direction 
is being requested from the Coordination Unit that is not possible in 
any normal Government Service. Each of the Departments and Agencies asso
ciated with the project has a level of autonomy that no co-ordination unit 
as presently established could interfere. Departments 'iork with each other 
through established channels. Discussing the problem with various Depart
mental heads, it was clear that there can be no question of them taking 
instructions from the Coordination Unit. 

5.03 When fully staffed, the Coordination Unit has the capability of 
being able to monitor a representative sample of operations in order to 
identify potentially serious problems at an early stage. It can, therefore, 
warn the implementing agencies of impending problem areas. It is also in 
a position to pass an opinion on ranch loans submitted for approval but 
it is not in a pOSition to re-examine them in detail. These functions cannot 
lead to the type of leadership needed and it is feared that, unless a change 
is made, the broad criticisms will continue to be levelled at the Unit rather 
than directed at the Executive Agency responsible which is in a position 
to take immediate action. 

5.04 There are two possible ways of achieving better direction. The 
first, and from a purely project oriented viewpoint, probably the best, would 
be to create a Range Project Development Authority, which would be responsible 
for all areas under development and have under its control sections represent
ing all Departments of Government associated with Range Development. There 
is a precedent for this with the creation of the Settlement Department which 
deals with all settlement matters and works well. The secund possibility is 
to accept the status quo of existing Departments in Government as agencies 
for change in the rural areas and build into them the organization and execu
tive functions necessary for the project. Because of the nature of Govern
ment Organization the Coordination Unit cannot have the executive and 
directional powers that either of these two alternatives offer. The Direc
tor of Agriculture was critical of th~'donors desire to use the Coordination 
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Unit in the way conceived by the donors, and a~ the final round up meet
ing with the Permanent Secretary expressed stron~ reservations about the 
Coordination Units position in the Ministry structure and urged a return 
of the functions of the Coordination Unit to a pcsition in the Ministry 
of Agriculture where they can be performed more effectively. He was in 
favor of using existing Ministry channels and ~ot in favor of an Authority. 

5.05 Since the present coordination unit has not generally met expecta-
tions and since it does not apparently fit i~to the Kenya Ministry of Agricul
tu=e organization, the mission believes (with one dissension), that at this 
stage in the project a change should be made which should attempt to meet 
both Kenyan ~s well as donor wishes. aSAID mission members expressed the 
view that no change is necessary as in their view the Unit was working much 
better now and should not be disturbed. It is apparent that at this stage 
a reorganization could present some problems which will require considera
tion. Rather than take a film position on any particular line of action 
to improve the direction of· the project, the mission would prefer to dis-
cuss three alternatives with the Government: 

(a) Replace the Coordination Unit with an Authority; 

(b) Abolish the Coordination Unit as an independent 
entity but incorporate the functions into the main 
Department responsible fer Ranch Management develop
ment which is RMD; at the same time strengthening 
auxiliary Departments where necessary; 

(c) Retain the Coordination Unit but define the objec
tives and targets of participating departments more 
closely and strengthening them where necessary. 

5.06 At this stage, it is believed that the second alternative offers 
the best opportunity to get better prcject direction and implementation. 
The Range Management Division in the Ministry of Agriculture is responsible 
'or Governments range developm~nt and it is preferred to strengthen this 
institution so that it can provide the necessary direction to the project. 
The Division would be split into four sections: Development, Extension, 
Training, and Management Studies. The Development Section would have 4 
units dealing with (Chart and Duties, Annex 14, Tables 1 and 2): 

(a) commercial, company and individual ranches; 

(b) ~rGup ranches; 

(c) project monitoring; 

(d) cartography. 

This section would provide the detailed program of work for the project and 
supervise and monltor progress. The extension services of the Division 
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would be responsible for implemeuting the program, i.e., preparation of 
ranches; planning, in consultation with AFC, the preparation of loan appli-" 
cations and the d.evelopment and running of ranches; training of staff. The 
project Coordination Unit would be absorbed into the Develo?ment Section 
which would be strengthened by the addition of new staff and staff from 
RMD's existing establishment. It is proposed that the posts of HRMD, 
Provincial Range Officers and several field officer posts should be up
graded. 

5.07 Annex 14, Part II, describes the staffing of RMD in the field and 
suggests the level of staffing that should be on full time project work. The 
Tables and Appendix to this Annex provide the following: 

Table 1. Organiz3tion Chart of RMD. 

2. Duties of the different units in the Development 
Division of RMD. 

3. Existing HQ Staff of &~. 

4. Disposition of RMD field staff, area of range
land, no. of ranches likely to be covered. 

5. New staff requirements and regrading of RMD 
staff • 

6. Costs of new staff and Equipment for RMD. In
vestment costs amount to KSh. 2.0 million and 
new staff and operating costs to KSh. 828,000 
annually. 

Appendix 1. Responsibilities of the Main Departments Asso
ciated with the R3nge Program. 

As part of the reorgani~ation, it is =ecommended that: 

(1) At least one Cooperative Department staff member 
should be seconded to the Range Management Division 
to deal entirely with the accounts of Cooperative' 
ranches. 

(2) Consideration be given to vesting many 
of the Group Ranch Registrar's placing respousibflities 
for the supervision of the group ranches the 
Ministry of Agriculture. This could involve change 
in the legislation and the transfe~ of group ranch 
representative st~ff to Agriculture. 
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VI. COST ESTIMATES 

6.01 The length of the project has not been altered (completion date 
June 30, 1980). Based on this and component revisions the revised project 
costs are estimated at U5$74.4 million of which U5$33.8 million or 45% 
represent the foreign exchange requirements. Details are summarized in 
the following table. 
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6.02 Project costs as estimated by the Review Mission have increased 
by 25% despite the slower rate of development now envisaged for the ranching 
component. Taxes and duties on project goods have been included in costs; 
direct imports for the project are exempt from duty. As likely procurement 
patterns for some of the donor contributions could not be quantified with 
certainty at this stage, an estimate of taxes and duties was not made. 
Depending on policy de~isions for L~, revenue could be expected from LMD 
activities. All estimates were updated by the Review Mission, as far as 
it was possible to March 1976 prices (for details see Annex 19). Physical 
contingencies of 15% for equipment and infrastructure have been allowed. 
Costs due to expected price increases amount to 18% of project base costs 
(including physical contingencies); the following rates of inflation were 
assumed for 1976/77,1977/78,1978/79,1979/80: for civil wor.ks, 18%, 15%, 
12% and 10%, respectively; for equipment 9% in 1976/77, 8% thereafter; for 
operating costs 10% through 1978/79, 8% for 1979/80. 

6.03 Because of difficulties in quantifying them the following items 
have not been included in the project estimates: 

(a) land adjudication and registration expenditure in Masa~ 
and the Coast; 

(b) the cost of Range Xanagement Division services and 
Veterinary Department Services in the project area; 

(c) the US$5.0 million loan from USAID for technical 
services for ~orth East and ranch development as 
well as training and other assistance to ~~; 

(d) USAID technical assistance to AFC. 
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VII. FINANCING 

7.01 The revised project costs (including contingencies) would be 
financed as follows: 

-----Review Mission----- - AEEraisal 
KSh. US$ KSh. US$ 

million million Y .. million million 11 ..L 10 

IDA 122.8 15.0 20.1 153.5 21.5 36.0 

USAID 105.4 12.85 17.3 54.2 7.6 12.7 

CIDA 54.8 6.7 9.0 9.3 1.3 2.0 

N.Y. Zoo Society 1.1 .14 0.2 

UK 22.0 2.68 3.6 26.4 3.7 6.2 

Beneficiaries 134.8 16.4 22.1 61.4 8.6 14.4 

Government 169.2 20.6 27.7 120.4 17.0 28.5 

TOTAL 610.1 74.37 100.0 426.3 59.7 100 -
Unallocated Portion 

of IDA Loan 56.6 6.5 

1/ In 1972 USS1.00 - KSh 7.14. In 1976 US$l.OO 3 KSh 8.20. 

7.02 The IDA credit to be used by the Project as redesigned by the 
Review Mission, and along the lines and terms or disbursements defined in 
the Credit Agreem~nt, would amount to US$15.0 million; the unallocated 
portion of the loan, US$6.5 million, would be a subject for discussion 
with Government. Of the USS22.4 million to be provided by other donors, 
U.S. financing would be for not less than US$12.85 million for ranch 
development, water development in the North East, and for the Meat and 
Livestock Study. UK financing would be for not less than US$2.68 million 
for livestock marketing development. Canadian financing would be for not 
less than US$6.7 million for later development in Isiolo and for the Census 
and Monitoring Unit. The New York Zoological Society financing would be 
for not less ttan USS14Q,OOO for the water supply componnt of the Amboseli 
sub-project. ,;overnment of Kenya financing would amount to US$20.6 million 
for the balance of project costs. Details of the financing arrangements 
are shown in ftnnex 20, Table 1. 

http:US$12.85
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7.03 IDA's financing of US$15.0 million equivalent would represent a 19~ __ 
percentage point decrease in IDA's contribution to total project costs (from 
36% to 20%). IDA's contribution to each component is summarized below: 

---Review Mission-- ----AEErai s a 1-----
·-(KSh million)------------- Change in 

Total IDA Total IDA Percentage 
Costs Amount i. Costs Amount % Contribution 

Ranch Development 294.9 63.5 21.5 307.3 106.1 35.0 - 13.5 

Wildlife 17.5 7.5 43.1 15.5 5.7 36.9 + 6.2 

Technical Services 33.3 20.0 60.2 22.4 8.6 38.4 + 21.8 

The ranching component is tne only component for which IDA's contribution 
in percentage terms of total costs is less than at appraisal. This is due to 
the restructuring of the program and in particular to the fullowing factors: 

(a) the change in the number of ranches and feedlots to 
be financed, from 21 company ranches, 60;;t'oup ranches, 
100 commercial ranches, and 3 feedlots. to 18, 49, 49 
and 1 of the respective ranch categories; 

(b) the change in initial shareholders' equity contribution 
from 20% to 30%; 

(c) the change in the amount of cattle to be financed from 
50% of total costs of this component to 30%. 

7.04 In Annex 20. Table 2, an attempt has been ~ade to reconcile the 
review mission and appraisal estimates on the basis of three different hypo
theses; these demonstrate that IDA's percentage contribution to total costs of 
the ranching component would remain unchanged (35%) if the program had not 
been restructured. The effect on the other donors is as follows: (1) USAID. 
The US share of the financing would increase from USS7.6 million (excluding 
the US$5.0 million technical assistance loan) 11 to USS12.85, if agreement is 
reached on the proposal to provide !JS$3. 25 million to, finance the track and 
reservoir maintenance unit in the northeast. USAID's contribution would be as 
follows : 

1/ See note 1 to table on the following page. 

http:US$12.85
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Original Pro,Eosed Revised Contribution 
Loan and TA KSh. USS % 
USS million million million of Costs 

Ranch Development 4.1 33.5 4.1 11.4 

~orth East Water Development 5.3 70.1 8.55 82.4 

~eat and Livestock Study 0.2 1.6 .2 100.0 -
Total. Loan (615-Y-008) 9.6 105.1 12.85 

Technical Assistance Loan L!.. S.O 41.0 ...i:..Q. 

Total 14.6 146.3 17.85 24.0 

. 
.L!.. Part of a 10 year USAID Technical Assistance Nati.onal Range/Ranch Dev-

elopment Program (FY 1973-82), which is present being revised. This 
amount was not included in the project cost or financing tables. 

U5AID's contribution to the ranch development component (U5$4.1 million) 
would ~ount to 55% of cattle purchase costs for company, group and com-
mercial ranches. (2) CIDA. The CIDA contribution would increase from U5$1.3 
at appraisal 1/ to U5$~million mainly because cost overruns with the census 
and monitoring unit and the Isiolo grazing block development. (3) UK. The 
capital loan currently amounts to U5$2.7 million, which would be a decrease of 
about US$I.0 million since the time of appraisal due to the devaluation of the 
Pound Sterling. In addition, UK provides some technical assistance estimated 
at US$J.25,000 at appraisal and now increased to US$200,000. However, the UK 
representatives on the mission indicated that they would be willing to reconsider 
the amount of their contribution conditonal to the restructuring and performance 
of the livestock marketing component. (4) The ~ew York Zoological Society ',.ras 
approached by the Government of Kenya after the original IDA documents were 
prepared and h~ve agreed to finance US$140,000 towards Amboseli costs. 

7.05 Foreign Exchange - The appraisal estimated foreign exchange re
quirements to be U5$18.9 million or 31% of total project costs of U5$59.7 
million. IDA and the other donors' contribution amounted to US$36.2 million 
or 60% of Project costs. Following the review, project costs have increased 
to U5$74.4 million of which US$33.8 is estimated to be foreign exchange. 
The donors' contribution will now be U5$37 ~illion or 50% of project costs. 

7.06 Completion Date - The mission has chosen not to lengthen the 
period of the project beyond June 30, 1980 in order to allow more ranches 
to be developed .1:; a means of utilizing the unallocated portion of the 

1/ CIDA's commitment in 1974 following their own appraisal was Cdn $2.7 
million for 1siolo and Cdn $2.4 million for the Ecological Monitoring Unit. 
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IDA credit. This decision was made as the mission believes that in two 
to three years time the project should be reviewed in depth again; this 
might best be done as part of another appraisal. Also, the mission thinks 
that a :aster rate of sound development may be difficult to achieve. and 
believes that the mission's own targets could prove optimistic. 

8. 01 The 
this draft as 
Nairobi. The 
agreed in the 

VIII. DISBURSEM~TS 

revised schedule of disbursements has not been prepared for 
changes could be made following discussions of the report in 
terms and disbursements would therefore remain the same as 
Credit Agreement: 

I. SO% of total expenditures for the eligible portion of 
sub-loans channell~d through ArC to company. group, and com
mercial ranches and feedlots; the elegible portion of 
sub-loans being defined as the total sub-loan amount minus 
55: of cattle ?urchase costs to be financed by USAID; 

II. SO% of total expenditure for the Amboseli. Maasi Mara and 
Nairobi components of the wildlife sub-project; the entire 
costs of the ~~nsus and monitoring unit will be assumed by 
CIDA and Goverment; 

III. 100% of foreign exchange costs or 50% of total expenditures 
of technical services; 

IV. 50% of total expenditures of project r~lated Ministry of 
Agriculture costs (Project Coordination Unit and Range 
Management Division). 

V. 50% of proj ect dated AFC costs (logistical support to 
Ranch Unit). 

The conditions of disbursements are stated in the recommendations for 
eac:h component. 

8.02 Regarding che USAID contribution to the ranch develop~ent component. 
different percentages of costs for disbursement have been considered. IDA 
therefore recommends that USAIJ's contribution of US$4.1 million be disb~rsed 
against 55% of all cattle purchase costs. with IDA and meeting the remainder 
in equal proportions. 
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IX. MISCELLANEOUS IS'SUES 

IDA's Role as an "Umbrella" Organization 

9.01 The Government has suggested that there should be more coordination 
between the donor agencies. They see IDA as the umbrella organization and 
spokesman for the four donors and as the organization with which the imple
menting agencies deal. The bilateral agencies also see IDA as the main 
coordinating unit. IDA accepts this view inasmuch as the individual bila
teral loan agreements with the Kenya Government allow. However, it is clear 
from the intricate nature of this project and the size of the components 
that the individual countries may wish from time to time to take a greater 
interest in their component than IDA or other donor time may allow. All 
donors have dgreed to participate in the regular supervision missions and 
it is to be hoped that this·will provide the vehicle for more official com
munication between Gcvernment and the donors. IDA will do its best to see 
that this is done, but if a ::lore formal arrangement is required it would 
be necessary for Kenya to renegotiate part of its bilateral agreements with 
the countries concerned. 

Income Tax 

9.02 The Mission was not competent to investigate the nature of the 
country's income tax structure or to analyze the effects of all tax 
deductions allowable on new development. It was noted, however, that 
income tax could reduce incentives to develop beef enterprises and suggested 
that the Economic and Planning Unit of the ~linistry of Agriculture might 
investigate the matter further. Two points of interest are: 

(a) The effect of income tax on cash flows of new 
enterprises. 

(b) The disincentive (and inequity?) of charging 
corporate income tax on profits made on a ranch 
owned by 50 or more relatively poor individuals. 

Legal Document Changes 

9.03 The Ministry of Agriculture made requests for changes in the 
followi.lg sections of the Development Credit Agreement. The sections 
are quoted together with the mission's views. 

1) Section 4.03. "The Borrower shall: 

(a) within one year of the date of this agreement present 
to the association a pl~n for a new grading and pricing 
structure for livestock/marketing relating liveweight 
and grades to carcass value." 
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Ie is noted that although delayed, provision has been made in th2 Meat 
Industry Development Study terms of reference for such an assessment. 

(b) "within three years of the date of this agreement 
phase out all price controls in respect of production, 
processing and marketing with the objective of ensuring 
(i) the encouragement of production and export of beef 
and beef production, (ii) the financial viability of 
cattle production and (iii) a reasonable allocation 
of investment resources in beef cattle and other 
sectors." 

It is noted that the ~eat Industry Development Study will prOVide recom
mendations on pricing and grading policy. These recommendations will be 
given serious consideration by Government when formulating changes in 
pricing policies for beef as well as for other meat. Rather than waive 
the three year period as requested by Government, the mission recommends 
that no further action is taken until the report is out. 

2) Section 4.04 "The Borrower shall cause L'1D to (11) conduct 
its operations (including setting its scales of fees and 
charges) at an adequate level to ensure that it covers 
its total cost of operations." 

The Government maintains that experience so far gained by L'1D has shown 
that the livestock marketing component is a necessary but risky venture and 
one in which the absence of loss cannot be guaranteed. The purchase and 
holding, sometimes for long periods in quarantine, of large numbers of 
cattle in areas of poo~ range conditions is a capital risk that the 
private sector is as yet unwilling to accept. There are also economic and 
political factors associated with this component that affect the issue or 
cost. Thus, although a policy of covering total costs would be desirable, 
it is impossible to guarantee. Government would, therefore, like to 
change the wording and has suggested the following which tne Mission agrees 
is probably more realistic: 

3) 

"(ii) make every effort to conduct its operations in 
such a way as to cover its total cost of operations." 

Section 4.05 "The Borrower shall: 

(c) within one year of the date of this Agreement (or such earlier date 
as may be agreed between the Borrower and the Association) employ con
sultants to carry out a study for a future strategy for the meat pro
ceSSing industry, the qualifications and experience of such consultants 
and the terms and conditions of their employment to be satisfactory to 
the Association." 
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(d) "Pursuant to the recommendations of the consultants referred to 
in (c) of this Section, ensure the construction of a meat processing 
plant to be located, except as the Association shall otherwise agree, 
in the disease free zone and meeting standards satisfactory to the 
Association." • 

Government suggested that clause (d) should be deleted as it presupposes 
that the consultants referred to in (c) will see a need for construction 
of a new meat plant. If left as it is, this clause may have undue in
fluence on the recommendations of the consultants referred to in clause (c) 
The mission does not think that this will unduly affect the consultants, 
although it notes that unless the consultants thought otherwise, clause (d) 
is redundant as a result of t~e USAID study in 1974 which did not support 
this proposal. It could, therefore, be deleted if there is to be a general 
review of the documents. 

9.04 The mission noted that the following aspects were not in accord 
with the Development Credit Agreement (DCA): 

(a) According to Section 4.05b of the DCA, KMC was supposed 
to use technical assistance. The need for such assistance 
will presumably be considered when the Meat Study Group 
investigates the operations of KMC. 

(b) Agreements with livestock owners in Amboseli prior to 
water Ddvelopment was not reached. 

(c) ICB procedures were not altogether followed in the 
allocation of the Amboseli water supply contract. 
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x. LIVESTOCK MARKETING AND PRICES 

Supply and Demand (Annex 3) 

10.01 An estimated 1.25 million cattle were slaughtered in 1975. The 
Kenya Meat Commission (KMC) purchased 150,000 of them and exported 40% to 50% 
by weight. Except for some local and seasonal shortages supplies generally 
meet demand. Since 1968, KMC's intake has declined from 30.1 million kg to 
18.4 million kg meat. This has been due to the gradual freeing of the maLL 
urban markets to local slaughterhouses and cattle supplies not increasing 
sufficiently to fulfill these new outlets and maintain the level of supplies 
at KMC, particularly the choice, FAQ and standard grades. Exports of FAQ, 
choice and corned beef have decl-ined in the past two years; increased export 
opportunities exist for all three although at present only the first two 
grades may be exported profitably; corned beef has been unprofitable for the 
past two years. 

KMC Cattle Deliveries and Meat Sales 
--------------------Year--------------------
68 §.2. 1Q. 71 72 II 74 75 

Av Carcass 
Cattle Delivered wt kg 

FAQ Choice ('000) 210 48 34 30 33 46 46 33 29 

(Feedlot deliveries) (10) (18) (19) (20) 

Standard ('000) 152 53 1Q. 57 53 56 39 1Q. 1Q. 

Top 3 grades sub 
total (000) 101 84 87 86 102 85 63 59 

Commercial and man-
ufacturing cattle 
delivered (' 000) 109 85 99 107 120 93 67 91 71 

Disposal of ~eat 

Local Carcass meat 
sales (m kg) 16.6 14.2 15.6 13.6 12.7 11.8 8.4 8.3L.!:.. 

Cut beef sales mainly 
export (m kg) 2.5 1.5 2.2 1.6 1.6 2.5 2.1 2.1 

Export Carcass meat 
sales (m kg) 0.5 0.5 0.5 1.0 2.4 1.3 1.2 1.2 

Canning meat (m kg) 10.5 10.0 9.7 9.7 10.1 ..LQ 6.7 ..1.:..Q. -,'- -
Total m kg 30.1 26.2 28.0 ~ 26.8 ll:i 18.4 18.0 

l1. Quantities and disposal of meat in 1975 are estimates. 
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10.02 Choice and FAQ grades are mainly produced by ranches, feedlots and 
from large far.ns as a by product of the dairy herds. KMC supplies come from 
ranches and feedlots; the latter have become an important source of quality 
beef as ranch deliveries have seriously declined. Perhaps a total of 50,000 
to 80,000 animals are produced annually of these two grades. Supplies of 
standard grade cattle come frGm ranches, pastoralists, smallholders and large 
farms; KMC gets its supply from the first two. Perhaps 300,000 to 400,000 of 
this grade of animal are produced, mostly from the traditional areas at "no 
cost." If the sharp fall in deliveries to KMC since 1973 aJ:'e an indicator 
it would seem that the supply of standard grade from existing sources is 
coming under pressure; this is confirmed if traditional herd structures 
are examined. It is becoming a grade who~e increase will be dependent on 
ranch develapment or improvement of grazing in pastoral or smallholder areas 
to allow animals to fatten in these areas; the latter grazing is presently 
insufficient in relation to total cattle population and the situation has 
been aggravated by two drought years. Deliveries of commercial grade tend 
to be seasonal and the KMC use it for canning; mixed with custs from higher 
grades, it produces a high quality corned beef. The overstocking of much 
of Kenyas range country and project development of the North East suggest 
there is still an ample reservoir of this poor quality meat. However the 
decline in average carcass weight between 1964 and 19J4 for the two grades 
produced from the traditional areas illustrate declining range productivity 
and pressure to sell more animals at a younger age to meet income require
ments and demand and give a warning of shortages in the future. 

~~C - Comoarison of Average Carcass Cold Dressed Weight 1964-74 (kg) 

Commercial Standard FAO 

1964 121 161 209 

Average: 1964-68 115 155 205 

Average: 1970-74 103 150 208 

1974 94 143 205 

10.03 The mission did not undertake a close examination of future demand 
as this will be investigated more thoroughly by the Meat Industry Development 
Study later this year. However, preliminary projections suggest that for 
FAQ and standard grades demand could outstrip supplies in the next several 
years. The project will only supply a relatively small proportion of re
quirements. 
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Estimated /1 Estimated Estimated KMC's 
Consumption Required Ranch Project Intake 

1975 1985 Production 1985 /2 1975 
-(kg million)------------

Choice 0.7 2.0 2.4 

FAQ 10.0 20.0 1.5 n.a. 

Standard 82.0 97.0 3.9 2.0 

Commercial 62.5 82.5 3.5 6.7 

/1 E.xcluding iOlC's demand for various grades in 1975. 

/2 Does not include ranches which have already received loans for which 
no data is available, nor North East production, nor increased livestock 
marketing activities. 

~e sources of likely future supplies is given in Annex 2, para 14. Govern
lent should establish targets and decide 'In the means by which the extra pro
luction will be forth coming. Adequate prices to producers will be essential 
.f t~e present supply of choice, FAQ and standard grade are to be produced 
iince grades are dependent on ~ash inputs. Past records show that producers 
If these grades respond to price incentives. 

0.04 ?rices. The Government fixes the minimum producer prices by grades; 
t also establishes the consumer prices. In practice, except for a bonus for 
eedlot cattle, 01C has generally only paid the minimum prices since 1972. 
etween December 1972 and April 1975 gazetted producer prices were increased 
etween J2~ and 45% for the four main grades. In June 1976 choice grade was 
econtrolled and FAQ increased a further 20%. However, in order to maintain 
onsumer prices of the cheaper grades it has not increased the price of 
tandard and commercial. 

Gazetted Minimum Producer Prices 1972-76 -
Av. % % 

CDW KSh./kg CD~ Increase June Increase 
Grade fu) Dec. 1972 Apr. 1975 Since 1972 1976 Since 1972 

Choice 232 4/67 6/15 32% Open 
FAQ Fed 7/50 70% 

Grass 206 4/41 5/80 32% 7/00 59% 
Standard 152 3/42 4/85 42% 4/85 42% 
Commercial 109 2/94 4j?t:. 45% 4/25 45% 
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The last three years have seen an expans1.on of cattle slaughtered in newly 
opened local abattoirs in and around Nairobi and Mombasa. Because of 
lower overheads and other factors, butchers slaughtering in these abat
toirs have been able to offer a higher price than lO1C (perhaps 10%) and 
have supplied an increasing amount of meat to the Nairobi and Mombasa mar
kets at the expense of lO1C. Generally speaking producers get a relatively 
better price from butchers for standard grade animals than KMC pays ~lile 
for large deliveries of FAQ and choice animals KMC prices are often com
petitive. 

10.05 On the export market KMC appears to have been able to sell it~ FAQ 
and choice grades profitably fo~ the last 5 years. Corned beef prices were 
very good until 1974 and generally producer price for commercial grade up to 
that time were generally below realization price. However, in 1974/75 prices 
fell from $24 per carton to $13 per carton and have since risen to $16 to $18. 
lO1C estimates that they neeq $20 per carton to break even on present com
mercial producer prices. 

10.06 The table below presents a comparison of produce beef prices 
with the key price indicators for the industry. 

% Increase for 
the 1973/76 (June Period) 

~iddle Income Consumer Index Ll 

Lower Income Consumer Index Ll 
Beef Retail Prices il 

All cuts with Bone 
All cuts without Bone 
Beef Fillet/Sirloin 
Sirloin with Bone 
Stewing steak 

Procuces Prices /2 
Commercial 
Standard 
FAQ 
Choice 

) mostly 
) standard grade 
) mostly 
) standard 
) and FAQ Grades 

Produl!tion Costs for Standard 
and FAQ Grades 

41.6 

48. a 

13.2 
15.6 
17.0 
19.6 
28.3 

33.23 
32.15 
51.84 
20.1 

90.0 

Ll Source: Kenya Statistical Abstract 1975: 1971 - 100. 

Ll From Gazetted Prices. 

% Annual 
Increase 

15.1 

17.4 

4.5 
5.4 
5.8 
6.7 
9.7 

11.4 
11.0 
17.8 
9.6 

30.8 



- 66 -

It is evident from the summary table above that over the 1973-76 period, 
the Government's policy of controlling prices has depressed beef prices 
in real terms. Even after the last price revision (June 1976), producer 
prices are still 20-25% and 15% below the levels required for the pro
fitability of the industry for the standard and FAQ grades respectively; 
consucer beef prices are still depressed by about 20% in relation to the 
consumer price index, although it has been kept artificially low by the 
Government. 1/ Producer prices paid for immatures in the North East are 
the only exception to this Government policy: they are about 10-15% above 
the equivalent price per kg CDW currently paid for commercial grade 
animals. This deterioration in the terms of trade of the industry has led 
to the following: 

(a) most new ranches are facing hankruptcy; 

(b) fattening operatiqns are no longer profitable 
because of high immature prices and low prices 
for finished animals; 

(c) no f"..Irthar investments in the industry are 
jus~ified until a major improvement in the 
level of producer prices takes place. 

10.07 The mission therefore recommends that: 

(a) Producer prices be reviewed as follows: 

June '76 Price Proposed Price 
------------------KSh/kg---------------

Immatures (kg/lw) 2.10 1.90 

Commercial (kg/COW) 4.25 4.25 

Standard Grade (kg/COW) 4.85 7.25 

FAW (kg/COW) 7.0 8.05 

Choice free free 

These prices were e~timated by the mission from the analysis 
of ranch models for consideration by Government. They 
represent minimum prices at which the industry would regain 
profitability. The top grades, FAQ and standard, are in 
line with export parity prices for the various grades and 
would not therefore affect their competitiveness in the 

1/ Especially on account of the fact!' that beef consumption amounts to 
18% at the commodity basket surveyed for the calculation of the 
consumer index. 
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world market. The commercial grade deserves to be examined 
more thoroughly, because it is intrinsically tied to the 
efficiency of KMC's canning line; th±s examina~ion will be 
carried out by the forthcoming medt study. 

(b) Consumer prices be reviewed in order to support the 
recommended producer prices. This review would include 
two elements. First, the correction of consumer prices 
so that they keep pace with price increases of other 
food products; and second, the correction of consumer 
prices as function of. beef production costs. This would 
mean bringing the retail price of the lower quality 
(standard grade) to Ksh 11/- or 12/- per kilogram. If 
the Government decides on subsidizing low income beef 
consumers, the subsidy ought to be clearly established 
and financed through public funds but not through a 
squeeze in producer prices. 

(c) At this stage the·mission supports the Development Credit 
Agreement stipulation that within three years of the date 
of the agreement all price contracts be phased out in 
respect of production, [rocessing and marketing of beef. 
Government made a strong plea that controls should be 
retained for the lower grades at least. Unless new evidence 
is raised by the Meat Industry Development Study and Kenya 
Government it is recommended that this conditiJn remain. 
It would appear that this is the ideal time to free prices 
since export realisation prices of most grades appear to be 
are similar to those proposed. Cheap commercial grade meat, 
similar to that cons~ed in some rural areas, could be made 
available in the JIain urban areas. Those who want better 
beef should compete with the export price. The place of 
the local butcher with his favorable cost structure would 
ensure that the home ~arket obtained its supplies of 
quality meat in competition with ~lC while KMC would put 
the floor price on beef with the price it achieved on the 
overseas markets. 

10.08 Grading. The carcass grading system administered by the Veterinary 
Department, and in operation at Athi River and Narok, is an effective system 
for distinguishing the various qualities of meat in relation- to their market
ability. 

10.09 ~~C. After considerable debate KMC spent KSh. 26 million (US$3.6 
million) to improve and expand its facilities at Athi River and Mombasa 
(particularly refrigeration and equipment designed to expand corned beef 
production) using forecast annual profits to finance it (profits were about 
KSh. 6 million annually at that time). Up to the end of 1973 KMC benefitted 
from rising world market prices and generally obtained higher prices from 
these markets for carcass and corned beef than on local markets. Although 
it increased pr)ciucer prices somewhat ,it used a large proportion of these 
export trading benefits to keep down local consumer prices and to pay for 
its long term investment program. In 1974 world meat prices collapsed and 
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KMC made a relatively small loss of KSh 5 million which was followed by a 
loss of KSh. 11.2 million in 1975. During this' time the cost of KMC' 5 in
vestment program escalated to KSh. 56 million (USS6.9 million). 

10.10 Presently, the Athi River and Xombasa plants are operating at an 
annual capacity of about 65 and 35% respectively. The unpaid long term 
debt has been met by a short term loan from Treasury due to be paid in July 
1976. Clearly ~lC ~. not in a position to pay and satisfactory long term 
funding arrangements will have to be made; the future interest charge alone 
of this debt will be a mdjor drain in the cammission's operations. KMC is 
applying a policy of attrition to its labor force in an effort to cut its 
relscively ~ell paid over manned work force which has a depressing effect 
on producer prices (or makes e..'Cports less competitive). The K}lC "profit 
plan" for 1976 shows the Commission breaking eVen but it is based on an 
increased throughput of high and low grade cattle and a return to a break 
even level of SZO per case for corned beef. For the KMC it is cheaper to 
handle a ZOO kg carcass than a 100 kg carcass. With present producer price 
incentives the increase in high grade supplies is doubtful while the highest 
price for corned beef so far this year has been S19.5 per case. Future prof
itability of KMC and hence the price producers can expect is going to depend 
on: the price KMC gets for its products; an adequate throughput to cover 
overheads; its success in cutting costs; and the method of funding its long 
term debt. 

10.11 Conclusions and Recommendations. The ~eat Industry Development 
Study being commissioned 11 will investigate more fully the supply and demand 
position and the marketing operations of ~lC. The mission, however, makes 
the following recommendations: 

(1) The beef industry (and certainly the meat industry) 
is probably the largest sector in terms of value of 
01.tput in the agriculture industry. It is a sector 
which in the colonial past received little attention. 
Subsequently Government has constructed, through the 
formation of departments, agencies, projects, etc., 
the various pieces that can produce the completed 
picture of this complex industry. If the industry 
is to achieve its potential and provide assured 
beef supp11es in the future the Government through 
the ~linistry of Agriculture's Planning, Animal Hus
bandry, Range and Veterinary Divisions, will have 

11 Both the USAID and IDA legal documents call for a feasibility study 
to determine a strategy for the development of the meat processing 
industry in Kenya for which US$200,QOO are provided by the former 
agency and US$100,000 by the latter. The study is behind schedule. 
Delays took place in dr;>,wing and finalizing the terms of reference. 
The terms of refer:nce prepareri in September 1975 by the Kenyan Gov
ernment (and agreed upon by the Bank) calls for a much broader study 
than was originally envisaged. Bids by consultants have been made 
and a consultant firm chosen. The work should commence in September 
1976. As the bid came within the financial limits of the U.S. allo
cation the study will be funded by them. 
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to first put these pieces together into a =ohesive 
structure. This will involve defining the roles of 
the different segments of the industry and in the 
case of range production stratifying the ranching 
areas into feeder, holding and finishing components; 
demand projections for the next ten years should be 
developed and matching supply projectiuns made, show-
ing the ~xpected number of cattle by grades to be 
supplied by feedlots, commercial ranches, ~ew ranches, 
~orth East and the high potential farming areas. 
A national flow chart of cattle production and 
marketing should be prepared defining present and 
expected future patterns. A start could be made with 
the latter by introducing a policy directive that, at 
least until ranchers are in a pOSition to supply their 
own equity to allqw them to make their own free choices, 
all 1 million hectares of land now proposed for develop
ment at the Cuast should be largely used for fattening 
UID steers; and the same should apply to the commercial 
sector where suitable. In the K .. -ale ranches some 
priority for new company or cooperative ranch membership 
should be given to members Imo are causing the overstocking 
of the proposed Kwal~ and Kilifi group ranches. Large 
sums of money will be required to improve productivity and 
bring about social change; these investnents will only be 
secured if the development policy is accompanied by 
correct pricing and marketing policies. Unlike other 
agricultural commodities there is no single agency 
to keep a full time watch over this industry, and KMC is 
not a suitable body for this purpose as it has its own 
special investments to safeguard. The Planning Division 
of the ~nistry of Agriculture should be strengthened 
to enable it to maintain an up-to-date picture of the 
industry and all its segmer:.ts to enable. the Hinistry 
to develup a comprehensive and continuous beef policy. 
High priority should be given to Kenyans to undertake this 
work. 

(2) To secure and encourage investments in ranching, 
the producer price of beef should be revised in line 
with the recommendations set forth in para 10.07(a). 

(3) Kenya's beef industry cannot be developed on corned 
beef as the price support !:o pay for investments. 
There will be a place for a. canning line but the 
support for ranchin~ and unproved range practices 
will be dependenr on the ~1C developing markets 
locally and overseas for b'!t~er quality carcasses 
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or special cuts. ~C should try to reduce its 
reliance on canning and should develop the marketing 
opportunities for all grades of carcass meat. The 
more volume it can generate the cheaper its costs 
should be. KMC must cut costs :0 the minimum in 
order to pass the ~aximum beneiits to the producer. 
As with other commodity 30ards, ~C should see it
self as serving the producer and acting as catalyst 
for faster beef production development. 

:4) Government should assist ~C in making satisfactory 
long-ter:n arrangAments for its ?resent debt. As 
KMC's position is ?artly due to Government's consumer 
pricing policy (w~ich has restrained production of 
the grades the C~~mission can sell) consideration 
should be givec to Government neeting some of the 
debt as a grant; especiall~T as this debt will now 
have an adverse effec': on pre,jucer prices. 
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XI. BENEFITS AND JUSTIFICATION 

Additional Output 

11.01 At appraisal it ~s estimated that incremental production by 1985 
would amount to 23,000 tons from ranches. Because of uncertainties in the 
~orth £ast dnd livestock marketing it is not possible to provide a reliable 
figure for total incremental output from the revised project. Production from 
the rev~sed ranches and feedlot operations might amount to 10,QOO tons. The 
appraisal report suggested that e.xports would i.ncrease from 10,000 to 14,500 
tons. The review mission believes that in view of ~ikely demand most, if not 
all, incre::'lel1tal production from the revised project -..rill go towards local 
consl.lI:lption. ~!ore .:orned beef, however, might be expected if more cattle 
could be iJurchased in tb..e pastoral areas at prices ... hich would allow the 
?rofitable canufacture cf tHe product. Similarly incr~asing exports of better 
quality meat .~ll probably be dependent on feedlot operations and the ~arket 
and ?rices that ~1C can obtain ~or these operations. 

?rodu~e~ Benef~ts 

11.02 The :inancial rate of return on incremental investment would 
range from 14;~ to 2.2~~ on the ranches and 23~~ on the feedlots if prices 
.... ere incn!dsed as suggested in para 10.06. The increases in incomes and 
financial rates 0:' retur:! .... ould be scficiently high to make the proposed 
invest~ents attractive to individual ranchers but it remains to be seen 
whe~her they will be sufficient fo:: ranches with large me1!lbership. A. 
com?arison of returns is given in ~~nex 21. The livestock marketing 
ccmponent :5 not likely to g":'ve acceptab le financial returns unless 
present ?oiicies are altered (Annex 10). There are, however, other benefits 
from this facility which are difficult to quantify. The rates' of return for 
the ~orth East and Isio10 .... ere not em as it is understood that USA.ID intends 
to und~rtake the exercise after the ~at ~~rketing study has been completed 
(and wnen more is known about ~arketing prospects for cattle from the area). 

Economic Rate of Return (Annex 22) 

11.03 The economic rate of retur:! for the revised ranching component 
(excluding ranches already financed) is estimated at 17.25%. Production 
was valued at international prices adjusted for handling and transport 
costs. Foreign e.xchange costs and benefits were shadow priced at KSh. 10 per 
$1 (the official exchange rate is KSh. 8.20 per US$l). An increase of 10i. 
in costs .... ould lower the rate of return to 14%. The cost of services 
provided by the project for the ranching component were included. 



- 72 -

The economic rate of return for each ranch model are: 

Company Ranch 13.65% 

Co~ercial Ranch 18.15% 

Group Ranch 21.65% 

The difference i~ the e~onomic profitability of each ranch model is mainly 
attributable to the difference in the levels of physical development and 
therefore the higher level of foreign exchange costs with higher level of 
development. The Company ranches being created in areas with no existing 
facili:ies dt all require m~~h higher investment costs than Commercial or 
Group ranches. It also relates to the fact that the higher production per 
hectare required, the higher the inputs (see Annex 24). 

11.04 The mission did not attempt to ~ake an economic evaluation of 
the wildlife cnmponent as its net benefits have been integrated into the 
recently nego t :'ated Wildlife and Tourism Proj ect for which an economic 
rate of return of 16% was est:'mated, without shadow prices. With shadow 
prices, the economic rates of retur~ calculated for Amboseli and ~~ra are 
28% and 25~, respectively. 

11. 05 hl1ile the potential for e..'!:panding the livestock sector is great 
the problems of implementation, social change and prices, as have been 
seen to date, could adversely affect the situation. While it is too early 
to assess he impact of group and company ranches because of the social and 
technical factors enough experience has been gained to indicate that improve
ments will have to be made in past perfo~ance if the full benef~ts are to 
be achieved. 

Employment and Income Distribution 

11.06 The mission has not examined the employment aspect in detail as 
there seemed to be little evidence that this would have changed from 
appraisal. About 104 ranches might be affected under the Project and their 
approximate membership might be as follows: 

No. Ha. No. of 
Ranches • QQQ. Members 

Commercial 46 204 10,000 1.1. 

Company. 29 639 2,300 

Group 29 650 4,000 

Feedlots 1 5 

1.1. 2 ranches have very large membership. 



In addition. ranches ~ill employ labor. ~\~ doubLing of the area to be 
developed in the ~orth East could increase the number of people affected 
there (see Annex 23 for S'.l\nmary of development program far ranches). 
In terms of income per capital and income distributi~n success will be 
largely dependent on the i~ppovement in producer pri~es. 
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The following is the main travel schedule - the mission split 
to see various Project activities: 

February 22-28 - Nairobi - meetings. 

February 26 - Ms. La1lement to 40ngopito Cattle Sale. 

February 29 - March 2 - Meeting with Taita Ranches - JESSEL Ranching Co; 

March 3 - 4 

March 5 - 7 

• March 8 - 9 

March 10 - 11 

March 12 - 14 

March 15 - 16 

March 17 

March 18 

March 19 

OL MOISOL Commercial Ranch; Kikapu Farmers Cooperative; 
ERERI Ranc hing Co. 

- Coast Ranches: Ta.ita Ranching Co.; Lualenyi; Hugeno; 
Rukinga. 

- Meetings in Coast Province including P.C.; Provincial 
efficers and Coast Ranchers • 

- Nairobi. 

- North East; Garissa meeting with Provincial staff; 
visit Mado Gashe grazing area; part of party also 
visited Waj ir t Buna (March 9 - 14) • 

- Nairobi eMs. Lallement to Amboseli March 13). 

- Group Ranches t Kaj iado, Poka, Kiboko, Orkarkar. Mbllini 
Ole Soleitei ranch. Ms. La1lement to Amboseli. 

- Narok Group Ranches: IL'!A SHARIAN I , OLAIMUTIAI. Meeting 
with DC and Narok Range and Wat:er staff. Ms. Lallement 
to Masai March 17/18. 

- Nairobi. 

- Meeting with Commercial ranchers in Nyahururu. 



March 22 - 27 

Marcn 26 

March 27 

March 28 

March 29 
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- Meetings Nairobi. 

Wildlife roundup. 

- Ministry of Agricul':ure Departmental officials 
Rnd AFC rounc.up. 

Final meetinl~ with Permant!llt Secretary and 
Director of A~riculture. 

- Mission disperses. 
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Terms of Reference 

1.. n or ab"ut February 23, 1976 you will commence the review of 
the Second LivestC'c.k Project. 

2. Hr. Pebl~rjy will lead the mission and coordinate its activities. 
In consultation w:.th other members of the mission he will investigate 
project manage~er.~ and coordination, and work with Governmant and AFC 
officials cn ,;:,repara~ion of uepartn;ental 'Jork pragrams. H;a ..nll eY.llmine 
problems cf Group r~nches including the effectiveness of present legislative 
and administrative ~e2sures auj investigate 'd~lays on issue of title to 
coopany ranches and land problems affecting the wildlife component. 

3. Mr. Jahnke will e~amine profitability of project ranch types 
(comcerci<ll, compar.y, group) and revise ranch investment, operating costs 
and income schedules, assess· ... ng the impact of changes on project financing. 
He will suggest ways in r,. .. nich more. North East .:attle could be utilized 
throu~h'a change in present ranch policies. He will examine present ranch 
pla~ning~prc~~J~re~ and ~Eaknes3es in ranch nana~ernent and make proposals 
for suitable training programs. ~Hth ~~. Peberdy he will make recommenda
tions for ~onitoring activities under the Project. 

4. Hr. Faulkner r..ri.1l exani:1e Project accounl.:s. lIe will e.. ... .amine 
the present state of ranch loans in ArC and their importance to the 
organization's over~ll financial and operational st=ucture. He will 
reviuw the capabil i.ty of AFC' s ranch clivision, the loan -::-ecord system and 
the terms and conC:itic;ts under ~."h~ch loan~ are being oade. He vill 
assist Hr. Jahnke 1.1 ranch budget financial analysis and prepare consolidatC!d 
Project costs and Government cash flows. 

5. Mr. Creek will ~~amine cattle and beef prices an~ grading 
structure at diff.erent levels (producer, LMD, ~C, local abattoirs) and 
their adequacy for prr-~iding incentives for increasing prociuction and 
Project needs. Where necessary he will m2ke recocmendations for change3 
and <!lso on the role of re!e and local abattoirs in the Hructure of the 
industry and their co~~etitiveness in local and export ~rkets. He will 
make reco~enciatioas on ieedlot5 and deal with the veterinary component. 
He will work closely wi th ~!r. Jahnke and Hs. Lallcment. 

6. }fs. Lallement \.Till ""ork closely with Mr. Creek on prices and in 
particular eX:Jllline ~he consequences on consut:!er prices of any·producer 
price .:hanges. She .... ·ill, in consultation with the ODX team clod Hr. Creek 
ax.1Iiline l.:he economics of the present L.'1D m.lrkcting system and its relevance 

http:assess-.ng
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to present proGtc~r prices. She ~~11 examine the wildlife and ~ational 
Park aspects of the Project, the implications of the cost overruns and 
progress on solving the land tenure problems, the latter in collaboration 
with Mr. Peberdy. She would assfst in drafting the report. 

7. Terms of Reference will be issued by the oth~r donor agencies 
detailing the specific duties and responsibilitias of t,eir staff. These 
terms of reference should aim not only at recasting, recasting and rephasing 
the various compol1<;!nts of the Proje':t but will ensure that the following 
aspects of the Pruject are covered: 

"JSAID 

(a) Preparation and processing of ranch development plans; 
(b) Provision of extension services to ranches being developed; 
(c) Procurement of heavy earth moving machinery, supply ~f 

spare parts and maintenance of equipment; a~d 
Cd) Operation and maintenance of range water install~tions. 

ODM 

eIDA 

Cattle trading operations of the Livestock Marketing Division. 

Integration of monitoring activities under the Project to 
ensure that they are complimentary and to avoid duplication 
and overlappinz. 

8. The mission should work closely with the Resident Mission and keep 
it fully info~ed of its activities. The mission should complete its field 
work by mid-March. Consultants report should be completed by end March with 
the aim of produc:'ng·a review report i .. 1 April but the fina'. t~.ming will, to 
some extent, be atfected by the problems cncQunterp.d. Hr. Peberdy will have 
~ecpon~ibility ror completiIlg the report and he will consult with Mr. Walden 
and Mr. Dewar Ll N~irobi on whether the report is to be completed in 
Washington or Nairobi. 
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Beef Marketing and Price Policies 

A. Project Objectives at Appraisal (1972) 

1. Project objectives at appraisal were: 

(a) To increase beef production by 23,000 m.t. by 1985 (circa 

160,000 animals per year). 

(b) To increase the proportion of beef exported as chilled or 

frozen by comparison with canned. 

(c) To review the number) size and location of slaughter plants 

as part of a study to determine the strategy of the industry. 

(d) To phase out price controls on all grades of beef within 

3 years. 

(e) To establish a grading and pricing structure relating 

liveweight to carcass value to provide adequate incentives to 

producers. 

B. Background 

2. National production of beef and supplies prior to 1976 - In 1968 

it was estimated that just over 1 million head of cattle over 1 year old 

were slaughtered or consumed for meat in Kenya producing 123,700 tons. Of 

these animals 196,000 head were slaughtered at KMC producing 29.4QQ.~ 

carcass beef of whi.ch about 8,000 tons were exported, 7,500 tons as coned 

beef. The mission was not in a position to determine accurately present 

http:29.4QQ.an
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total national production (this will be done by the forthcoming meat 

study). Rousa estimate (see paras 47 et seq). however, suggest that in 

1975 1.2 million animals may have been slaughtered producing about 154.500 tou. 

meant. KMC's share had fallen to about 130,000 animals producing approximately 

18,000 tons meat of which 3,300 taos were exported, 9-10,000 tons chilled or 

frozen, and as corned beef. Per capita consumption may have fallen. 

3. Traditionally, the main urban centers of-Nairobi, Mombasa, Nakuru, 

Eldoret have received most of their meat supplies through the KMC, principally 

high grade and standard grades of meat, while the rural and other urban areas 

have received their supplies through local abattoir from small and large 

farms, ranches and the pastoral areas. Since urban and rural butchers effec-

tively give higher prices to producers KMC has served as the buyer of last 

resort- a.nd t.heu---~orted surpluses- as. carcaS£-ati.d -canning meat; about-- 1-{}--to-20% of 

hf"g!Cgrade-surpluses-are exporteaas-thnled-or -frozen-meat and 90-to-lOd%--6f the 10' 
cammercial grades is exported as corned beef. The KMC has been the weather 

vane of the industry since any supply shortages of any grade to KMC presage 

future shortages for the industry as a whole. KMC's supplies and markets can 

be differentiated into three main grades of meat: high grade, standard and 

commercial. The pattern of supplies over the last 10 years and is given in 

Tables 1 and 2, and is a reflection of Governme~t policies; an analysis suggests 

ways in which future supplies are likely to be produced. 

Supplies of High Grade Cattle 

4. High grade cattle of Prime, Choice and FAQ grades are produced under 

commercial conditions requiring invescment, operating costs and a certain 

standard of management. In the late 1950's and early 1960's most of this 



ANNEX 3 
p;g;-3 

grade was produced from beef and dairy herds on large scale mixed farms 

in the high potential areas. Supplies from this source declined after 

1962 from 60,000 head to 41,000 head in 1965 as: (a) farms were taken over 

for smallholder settlement, (b) farms changed hands and moved to dairying, 
smallholder 

and (c) most importantly, more could be sold locally as the demand from new / 

settlers grew and local villager sprang up. By 1968 very few animals came 

from this source. To offset this decline the Ministry of Agriculture in 

1964 urged ranchers to invest more, introduce more intensive management 

methods and early offtake of beef. In 1904/6: ranching was little affected 

by land transfer and ranchers accepted this challenge; it also coincided with 

benefits from the improved breeding programs instituted by ranchers in the 
good quality cattle 

previous ten years. The result was an increased supply to 50,000/head by 1967. 

With no more high grade cattle coming from the large farms and increasing 

demand for this type of meat from butchers,ranchers began to supply increasing 

numbers to butchers rather than KMC, and further increases to KMC stopped and 

began to decline. t.fhile total numbers of ani.mals produced by the ranching 

sector overall may not have declined since 1968 they probably haVE! not risen 

greatly because: (a) some expatriates have reduced the rate of investment. 
"(bJ" prices for beef because less attractive between 1968 and 1970, 
(c) the takeover of ranches has greatly increased, and (d) on some takeover 

ranches production of good quality beef fell considerably. 

5. By 1970 supplies to KMC from ranches had dropped to 33.000 head 

and there were seasonal shortages which KMC suggested might have to be met 

by imports. This situation had been foreseen by the Ministry in 1968 and 

work had been undertaken by UNDP on developing a program for feeding cattle to 

augment meat supplies from the ranching sector and to deal with the large 

numbers of immatures that the traditional livestock areas produced from their 

f b ci1 ~ A (ann for which there was no grass to fatten them on). large emale ree nr; .. er"" 

Following a price increase of 20% for FAQ grade cattle 1971 designed to stimulate 
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ranching investment and encourage feeding some 12 feedlots were established and 

between 1972 and 1975 have fattened 20,000 cattle annually. In 1972 and 

1973 this source increased supplies of high grade cattle to KMC despite a 

continuing transfer of ranch cattle to local butchersJthe latter being 

further encouraged in 1971 by Government endorsing the expansion of local 

abatto~~rs in competition with KMC. Despite a capacity for 60,000 head 

feedlots throughput did not expand beyond 20,000 head and in 1974 and 1975 

producer pri~es for this type of production for the local market were 

inadequate. In 1974 and 1975 therefore, total supplies of top grade 

cattle to KMC declined because of increasing butcher demand. 

6. Kenya's development plans over the past 10 years have advocated 

expansion of beef production for export and to that end Government has invested 

considerable sums of Government, USAID and IDA money in range development. 

In the early sixties annual carcass m':at exports were between 2,000 and 3,000 

tons but between 1967 and 1970 they fell to around 500 ton~. With the intro-

duction of feedlots exports began increasing in 1971 to 2,385 tons in 1972 

since then they have declined as the local market demand has increased and 

feedlots have failed to increase their throughput. In 1974, 6,988 tons 

of better quality meat were produced. 1,299 tons of carcass meat was exported. 

If all carcasses exports are top grades then exports represent only 20% 

of KMC high grade supplies. It is clear that the mlrplus of quality meat is 

not great and if feedlot and ranch rlevelopment are not expanded shortages of 

this grade of cattle could quickly occur. Since the lead time on new ranch 

development is in the region of 5 ye~rs immediate increased supplies of higher 

grade cattle are likely to have to come frou supplementary feeding of cattle 

from the North East and new ranches in Taita; the latter may initially find it 

http:abattoi.rs
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difficult to produce FAQ grade stock. The range areas, however, have 

suffered severe drought over the past two years and supplies of high 

grade stock frOM ranches to KMC could improve temporarily in the next year 

or two if weather conditions improve, but generally the trend of supplies 

to KMC from this source is now down. Therefore, if the country wishes to 

supply adequate quantities of this grade of beef in the future for its home, 

let alone export market, it will have to offer prices which will provid~ the 

incentive to: (a) develop new ranches, (b) increase development on existing 

ranches, (c) encourage supplementary feeding of ranch and pastoral cattle, 

and (d) perhaps encourage the collection and feeding of bull calves presently 

slaughtered in the dairy herd. 

Supplies of Standard Grade Cattle 

The second major class of beef is the standard grade which comprise 

mainly the better animals on ranches and large farms. KMC now gets over 50% of 

this grade from the pastoral areas and new ranches. It could be said that 

the majority of these animals were produced at "no cost" or relatively low cost 

as part of the communally grazed national herd. Standard animals are much sought 

after by butchers in all areas. Until 1972 KMC obtained adequate supplies of 

this grade having increased supplies between 1964 (32,000 head) to 1970 (57,000 

head) reflecting the successful policy of the Ministry to get more cattle 

(standard ann commercial grade) out of the pastoral areas for KMC to offset 

lost supplies from the high potential areas. After 1970 supplies to KMC flat-

tened out and in 1973 and 1974 declined considerably. This latter development 

suggests that unlimited supplies of this "no cost" grade of animal are coming 

to an end unless steps are taken to produce more through inves~ent. It is, 

of course, probable that the position is to some extent aggravated by the 
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drought but if the herd composition of traditional herds are examined it 
here!' 

will be seen that male animals over 3 years old are a small proportjon of the total/ 

and that it is most likely that the supply of this grade cannot be expected 

to increase greatly without development. Thus, it would appear that further 

production of standard grade is likely to be dependent on investment. The 

North East l~ater Development program should help future supplies but if more 

standard grade are to be produced they will also have to come from Group 

ranches and new ranching develo?ments at the Coast; the future of both 

thesA develonments are denender.t nn oriceA. Little stAndRrd ~rAde is 

exported so that producer prices are dependent on local market conditions 

rather than export prices. The grade does, however, provide some meat for 

the can and with the help of fat and other waste from the higher grades helps 

to make Kenya corned beef a premium grad&. Decline in supplies of this grade 

are partly responsible for a drop in corned beef production from 10,133 tons 

in 1972 to 6,743 tons in 1973. 

Supplies of Commercial Grade 

8. The commercial grade of cattle (and manufacturing grades) are still 

available in large numbers although the consumption of them in the rural areas 

(animals up to 3 years old and old cows) must be increasing rapidly and the 

meat content of the carcasses is low. Supplies of commercial grade to KMC 

have been limited by movement restrictions and ability of KMC to fit them into 

the delivery schedule which tends to give priority to the upper grades. Between 

80,000 to 90,000 per annum are usually taken and they are the main constituent 

of the 7,000 to 10,000 tons canning beef exported. One factor which SU&6ests 

that there might be some pressure on supplies, however, is that carcass weight 
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has dropped by 10% from 115 kg to 103 kg if the supplies for 1964-68 are 

compared wiLh those for 1970-74 (standard has also fallen); 

suggesting that younger animals are being sent in since older ones are les8 

available. Because most of this grade is exported in the can KMC must set 

the grade price in line with what it can get on the export market. Kenya's 

canning grade benefits from fat, cuts and fillers it gets from the standard 

and FAQ grades and should these not become available lower. prices for Kenya 

corned beef would result. Feedlots play an important part in this process 

since fat from their animals is mixed with the commercial grade animals that 

are the main supply from the range areas out of season (fat ranch cattle are 

se.180na11y suffered). As an example of the importance of quality in 1975 

Kenyan corned beef fetched US$13 to US$16 per carton when Tanzania corned 

beef fetched U5$9 per carton; Tanzania has few better quality cattle to 

add to its can. 

9. It should be pointed out that past and likely future prices for 

canning beef will not support range development and that this operation is a 

means to remove surplus poor quality cattle from the range areas. The present 

corned beef export and the large numbers of poor quality cattle in the national 

herd which supply this grade represent a major meat reserve to the country. 

If no action were taken to stimulate production of standard grades and higher, 

it could still be possible to make up any resulting deficiency of these grades 

by supplying commercial grade meat to urban markets and reducing exports of 

corned beef. There would be some consumer resistance and prices of the top 

grades would likely rise even in the face of any Government action to try and 

control them but m2at would still be available at relatively low prices to the 

consumer. It is not possible to determine how long this supply could last but 

it could be 5 or 10 years but when it ceased meat supplies would become critical 

and beef prices would rise rapidly (development of alternative meat sources, 

pigs, poultry are hampered by the presently antific1ally low meat prices -

and additionally the lack of development here reduces t:1&r!~et opportunities for 

production of surplus cereals and crop by products). In the meanttm., opportunitiea 

for organized range development may have been irretrievably lo.t. 
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Availability of Supplies to the Va~ious Xarkets 

10. The main urb4n markets traditionally supplied by KHC (and nov 

incraa.inlly by butchers) have lenerally received adequate supplies of 

lood Irada and standard meat alth~ulb there are increasinl seaaoual short-

ales of the better Irades. Rural and ~ther urban markets have also been 

able to let reasonable supplies althoulh they do suffer from periodic 

and seBsonal shortales which are preseutly thoulht to be distributional 

problema althoulb for the atandat'd Irade at least, coulJ be increaa~c:ly 

due to competition from urban markets. The last study on livestock marketinl 

in rural areas was done in the early 1960' 5 (whicb brought to lilht tbe distri-

butional problems) and a new study is probably warranted. milht also give 

scme attention to this problem. 

11. Supplies to KHC are given in Tables 1- and~. Further discussion 

on demand is given in paras. 47 et seq. 

Prospects for Future Supalies 

12. The estimated cattle population in 1970 3nd cODaUQption in 1969 was 

distributed roughly as follows: 
COOOl 

Human 
Population 

8886 

(604) 

2007 

(1,070) 

1.-EJ 
10,083 

1970 Cattle Nos. 
Cattle 

('000) Area Population Consumotion 

High potential (HP) 3,350 565 
Ex Range areas 44 

Large Fart:lll (300) 

Range areas 4,560 

(Range Smallholdars) (940) 

(Large ranches) ....ill.Q) 

7,910 

KMC deliveries: 
FAQ (mostly rsnches) 
3rd & 4th from high pot areas 
3rd & 4th frolll nnlle an ... 

217 

(30) 
(47) 

..Q.Qll. 
1,008 

Source: Xin. of Agr. "Animal Production 1970-1980 and beyond". 

17% 
(25% if "calves 
died included) 

8.4% if KMC and 
lIP consumption 
included; 20% if 
estimat •. of "calve." 
eaten or died are 
included. 

1962 
48 
75 
50 

deliveri .. 
(monly large 
farma 

Recent surveys and censuses 5U~ge.t a cattle popUlation of over 9 lIIillion. 

Breakdown into different area. ia not available but the proportional di.tribution 

may be similar; some-of this increa.e, however, is dUi to gro •• over.tocking and 

is not necessarily a beneficial net increa.e to the national bard unl ••• it i. 

accompanied by il:ve.cment in carrying capacity improvemanta. 
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13. While there is considerable potential for rapid development of 

beef fattening on smallholder and large scale farms it is likely that at the 
grass land meat/milk 

present pace of/improvement (and/prices) that all improvements in cattle and 
benefit 

grassland management wilt the dairy herd while beef will remain very 

much a second enterprise. Increased numbers of range area cattle are being 

marketed in high potential smallholder rural markets to augment deficiencies 

in high potential meat production. Any beef expansion in the high potential 

smallholder areas would almost certainly involve supplementary feeding 

and the product would likely be consumed locally. Work at the Beef Res~arch 

feed conversion of smallholder stall fed beef cattle are not as gond as in 

carefully controlled feedlots but that supplementary feeding of dairy cattle 
smallholder 

under I conditions is highly profitable and should be actively pursued. 

Expansion of beef production from large scale farms is not likely to take 

place other than in feedlots since any improvements in grazing or feeding 

techniques can be used more profitably by their dairy herds. 

14. Expansion in supplies must hherefore come from the range areas. 

The commercial ranch cattle population in Laikipia, Machakos, Nakuru Districts is 
(250,000 head) 

relatively small'/ '~~' under n~tu~al graz1Ilg cond1tion~ ~,th;e foreseeable 

f_utu,-:e-is unlike"li to have an offtake grea'ter than 20% Tdespite the-fact th&t--the best 

ranches have doubled the District average of 10 lbs beef to 20 lb/acre by 

reducing maturity to 3 years and could get it to 30 lbs per acre with supple-

mentary feeding and offtake at 2 to 2 1/2 years of age). The pastoral and 

other range areas offer the greatest immediate scope for increasing production 

but most cattle herds in these areas have 35 to 45% mature females on 

generally overgrazed l~ and the animals are kept basically as milk herda, 
• 

and are likely to remain so for some time while milk is so important to the owners. 

It is impossible to fatten properly the large numbers of young stock produced 
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from these herds unless their production systems are changed or alternative 

areas are found to fatten their cattle. Production systems have started 

to be changed, but it must be r~cognized as a slow process while the 

finding of alternative fattenJng areas is dependent on developing new 

ranching areas in Coast Prov ~.nce and feedlots. The Coast ranches initially 

are likely to produce a higher proportion of Standard than FAQ grade animals until 

the land becomes more developed. Thus future supplies of the different 

grades are likely to be from the following sources: 

FAQ and above Feedlots feeding cattle from the North 

East and ranches (includin2 IDA financed 

new ran~hes are the most immediate source. 

- Existing developed ranches. 

- Extension or development of existing 

ranches. 

- Developnent of new ranches in most 

favorable areas at the Coast 

Standard Grade - North East Development. 

- Group Ranches. 

- New ranches at the Coast. 

Commercial Grade Increased marketing development in 

the Range areas. 
The Second Livestock Project is assisting in all these areas. 

C. Kenya Meat Commission (KMC) 

Performance of KMC 

15. Following losses in 1967 KMC ma~~ profits from 1968 to 1973. In 

1971 KMC embarked on a KSh. 26 million (US$3.2 million) renovation program 

at Athi River and Mombasa factories to be paid from trading profits. By end 
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1973 KMC had accumulated a surplus of KSh. 20 million to help pay for the 

improvements. Unfortunately, costs had escalated to KSh. 54 millicn. In 

1974 and 1975 KMe suffered severe losses of KSh. 5 million (U5$0.6:m) and 

KSh. 11 million (05$1.4 million) due to: 

(a) Drop in world meat pric2s which, as far as KMC was concerned, 

primarily affected corned reef,reducing prices from U5$24 per 

carton to U5$13 to US$16 per carton. 

(b) A .:~ .. ~ ..... drop in local carcass sales from 15,610 tons in 

1971 to 8,000 tons (rough est.) in 1975 due to:- clo~ure of 

the Nakuru and Ngong abattoirs; and the movement of meat into 

Nairobi from rural area. 

1975 
(c) A decline in throughput from 210,000 head in 1971 to 130,000 head inl 

which may have reduced trading losses of corned beef but also 

increased unit costs. 1974 also saw a 28% decline in supplies 

of quality cattle. 

The effect of these losses has been to leave KMC with a large sum 

remaining to be paid for its investment program. Treasury has funded this 

debt on a short term basis but no decision on long term funding arr.angements 

have been made. It will be vital that satisfactory long term funding 

Interest charges and repayments of principal 

are likely to be a considerable burden on producers in futur~ Inview 

of the benefits consumers have received th9ug~ ~ ma1ntainin~ low~priea •. in rec~t 

years consideration might be given to providing the money to KMC on a grant, 
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The following table summarizes KMC's operations between 1968-73: 

---'000---------- Plan 
1968 1969 1970 1971 1972 1973 1974 1975 1976 

No. of cattle purchased No. 188 186 197 210 198 154 159 130 
No. of animals FAQ and 

above No. 48 34 30 33 46 46 33 27 
Purchase of livestock K£ 4063 3758 3960 4242 4914 4512 4820 3751 
Sales Kf 5858 5593 5873 6291 8394 7106 6819 6085 
Surplus Kf 16 103 140 231 314 256 (253) (564) 
Cumulative surplus K£ 16 119 260 413 726 1024 771 

(NOTE: Purchases, sales and surplus ~efer to all livestock products but 
cattle are the major component (Table 2». 

4772 
8797 

56 

l~. The impact of the ircreased local butcher trade will affect the KMC 

in t~ ways. First of all, directly;it reduce$its throughput and hence fixed 

costs assume a larger proportion of total cost per unit of throughput. Secondly, 

there is an indirect effect by virtue of the fact that the butcher value of :1l!Ima-

tures will increase, which becomes an 1ccreased input cost fur further fattening. 
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Thus, grazier/feedlot activities will be reduced unless high quality prices 

are increased further. 

19. The KMC's ability to pay attractive producer prices was seriously 

affected by the collapse of world market beef prices in late 1974. Up to 

that time the unit prices received for meat exported were higher than those 

from sales on the local (controlled) prices. But as the main supplier of 

meat to Nairob~the KMC found itself under political constraints to keep the 

local market supplied by foregoing sales to the export market. It was for 

this reason that KMC saw advantages in encouraging other operators to supply 

the local market, leaving itself free to concentrate upon exports. Had the 

world market prices remained buoyant this strategy would have worked well, 

since the higher prices which KMC could have rqtd from its export sales would 

have stimulated extra production. 

20. While prices were high, the KMC made the cardinal error of retaining 

pro~its to finance its capital developments and it did not pass higher returns 

to the produc~r (which it was free to do under the price control rules which 

only laid down minimum produ'_er prices). Thus additional ranch investments have not 

been forthcoming to boost the supply of cattle to KMC to compensate for the 

quantity of meat now being processed for the local market by local butchers. 

21. A study of the total intakes shown in Table 2 shows a disturbing 

downward trend over the years 1973-75 of high quality and standard grade cattle. 

The feedlots have supplied an increasing percentage of the high grade cattle in 

1974 and 1975, ~'ld by implication) if they were not operating} the !{Me would lose 

most of its high grade meat. Likewise, the intake of standard grade cattle is 

at a distinctly lower level than the preceding seven years. Presumably this 

represents the state of affairs where local butchers are buyieg this grade 
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directly from the farmers and supplying the public direct with the cattle 

by-passing the KMC. 

22. Any possibility of a fall in volume of throughput leads naturally 

to a discussion of costs. In 1970 when the cost analysis was prepal~d by 

Mr. Beddoes of the UNDP Beef Project head office, costs were calculated at 

21 cents per kilogram processed, in the profit plan for 1976 these costs 

stand at 63 cents per kg. on a 22,000 ton planned throughput. A fall to 
tons 

19,000 or 20,000/will increase cost by 6 to 10 cents which will further blunt 

the competitive edge of the KMC. Since the head office costs, which admittedly 

contain the interest charge on the full loans from Government, form only 321. 

of the total fixed expenses the importance of volume changes becomes immediately 

apparent. 

23. Variable costs too have risen substantially since 1970 (256%); 

transport (266%) and packaging (260%0 give an indication of the 

diff1culty faced by KMC in attempting to keep up its producer payments in the 

face of a falling market. On the other hand it should be emphasized that the 

CCB they produce is a premium product which has maintained its price extremely 

well by comparison with some of its competitors. 

Role of KMC 

24. The present role of the KMC can therefore best be described as 

providing the floor. price to the industry by virtue of the value which it can 

?lace on commercial grade beef for canning. In this regard it is interesting 

to analyze the role of T~ vis-a-vis the KMC. On average LMD sells some 

33,000 head of stock into the central area of Kenya, 11,000 directly to KMC 

and the remainder to ranches. If we assume that the carcass weight of the 



ANNEX 3 -Page 15 

latter is increased by 50% before they are sold (i.e. they are. standard 

grade rather than commercial), this means that LMD is responsible for 

providing the equivalent of some 44,000 carcasses or about half of the 

intake of the canning line. This is not to argue that all LMD carcasses 

go to the canning line at the present time. On the contrary less than 

half probably do. But if there was not this cattle delivery it must be 

safe to assume th~t the butcher market would divert other animals which are 

currently being canned. 

25. The other role of the KMC should both be that of an aggressive 

marketing agency for high quality beef. Indeed, the ability of the KMC to 

pay an attractive price differential for high quality beef is an integral part 

of the whole 3trategy of the Dank loan Essentially, 

since the major part of the high quality intake comes from feedlots, the fact 

that feedlots have seldom operated at over 50% capacity on an annual basis and 

that currently they are cutting back their crop production plans (and two 

have closed) indicates that the KMC is not fulfilling this second role as 

effectively as its first one. lYhile part of the problem undoubtedly lies 

with the price control system which prevents it exploiting quality differences 

to the full, it is also true that to date it has failed to capitalize on the 

advantage of being able to obtain regular supplie~ of specified grades which 

can be tiad into higher value contracts. 

26. For the future, the KMC seems intent upon trying to recapture the 

local market by campaigning for stricter hygiene rules together with more rigid 

enforcement. While this may allow them to recapture some of their lost market 

for standard grades it is unlikely to enhance their competitiveness in selling 

high grade beef. It is to this latter aim that the efforts of the KMC should 

be focussed if it is to fulfill its main function of injecting some dynamism 

into the industry. 
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27. It is of interest to speculate on the likely effect of de-control 

of FAQ and FAQ Choice grades such as is currently mooted. It would. of 

course. allow the KMC to promote the sale of a "luxury" quality of aged. fed 

beef in a way which is completely impossible at the present time. But if 

they attempt merely to increase the price of indifferent"high" quality beef 

(e.g. such as from an FAQ cow carcass) there is no reason to believe that they 

will improve their competitive position against the butchers who are in a 

position to provide an identical product. On the whole it is likely that the 

price of FAQ beef will rise thus assisting in improving the grade differential. 

Carcass Grading at KHC 

28. The carcass grading system, administered by the Veterinary Depart-

ment. and fully supervised only at Athi River and Nairobi generally is used 

as a basis for pricing throughout the country. Research work by the FAO/UNDP 

Beef Industry Project has established that the grading system effectively 

distinguishes carcaases with differeing ratios of bone to edible tissue. The 

mean weight 0: carcass for each grade, its composition and the ruling price 

are shown as follows: 

CDW % 1975 
Grade ~~ % Fat 

Commercial 109 23.0 10.3 
Standard 152 20.0 15.6 
FAQ 206 17.0 21.9 
Choice 232 15.9 24.7 
"Swiss Export" 245 16.5 23.2 

Price 
KSh./kg 

4.25 
4.85 
5,80 
6.15 
6.60 

Total 
Price (KSh.) 

463.3 
'/37.2 

1.194.8 
1.426.8 
1.617.0 

Kg. ::dible 
Tissue 

83.9 
127.6 
171.0 
195.1 
209.5 

29. The main quality indicators used in the visual grading 

(a) Muscling of the carcass 

(b) Finish - or external fat cover 

(c) Quality - as affected by age 

(d) Size - which is affected by breed 

Price/kg 
Edible 
Tissue 

5.52 
6.06 
6.99 
7.31 
7.72 

system are: 

Kg. 
Bont! 

25.1 
30.4 
35.0 
37.1 
40.4 
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30. In the following paragraphs each grade will be discussed in terms 

of its quality factClr~, origin and utilization. 

31. Commercial Grade is the poorest of the four grades, and basically 

it shows none of the quality factors. In numbers it forms the major grade of 

intake by the KMC originating principally in direct purchases from the range 

ateas in Masailand. Eastern Province and direct purchases from the stock routes 

particularly at Mombasa. The preferred utilization of this grade is the 

manufacture of Canned Corned Beef (CCB), however, since the average fat content 

of the carcass is only 10.3% it is debatable as to whether there would be 

adequate fat on a year round basis to meet the ~ormula requirement if this was 

the only grade used. The comcercial grade is also consumed in rural markets 

and on farm consumption. 

32. Standard Grade carries an adequate amount of muscling, bet no finish. 

Thus, looking at the table in para 3 it is apparent that on average the carcass 

has 20r. more bone than commercial grade but 50r. mvre edible tissue. The better 

cattle in the purchases above will fall into this grade, particularly cattle 

which have been grazed for a period after coming off the stock routes. It is 

liekly to be the principal grade produced by the Project ranches. In previous 

years this grade was the main carcass supply to the Nairobi wholesale market 

(58%) by weight, 68% by number of head). Some of the carcasses are exported 

as hind quarters or cut beef while a small residual amount finds its way into 

CCB. 

33. FAQ Grade is derived from any animal, irrespective of age which 

has an adequate finish. In past years this grade with Choice came mostly 

from ranches in the high potential range areas, or from the mixed farming areas, 

but over the last 2-3 years over 60% of the KMC high quality beef intake haa 

come from the newly established feedlots. 
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34. Choice Grade carries an ~dditiional degree of finish over FAQ 

grade, but in addition there is an age limit of not more than 6 mature teeth 

which ensures that on average this grade, being younger, will have a better 

eating quality. Although this grade and the preceding one are distinguished 

when purchasing them from the producer, when the KMC sells them in its turn 

(at least on the export market) it mixes both together and sells them as 

"high grade". The origin of this practice stems from the time when intakes 

of Choice (in tho~e days GAQ) and FAQ grades fluctuated widely month by month 

during the year. In this situation the mL~ing of grades allowed the KMC to 

meet export contra_ts t when it may otherwise have had to forego the order, or 

substitute an alternate grade. Export shipments are made in the form of side, 

• hind quarters and pistola cuts with a certain ~ount of cut beef as demand 

indicates. 'In the past more high quality meat has been consumed within Kenya 

than has been exported. 

35. "Swiss Grade" - This is not a grade at all, but is produced under 

contract by certain feedlots with veterinary approval. The contract stipulates 

that the carcass should have a minimum weight of 240 kg CDW, at least an FAQ 

finish and should come from a younger animal than Choice (only 4 teeth). Ideally, 

to achieve the correct carcass weight these carcass~s are derived from crossbred 

cattle. Over the past 12-18 months carcasses produced under these contracts 

have in fact been exported to markets other than Switzerland (often with carcasse. 

from non-Swiss feedlots). 

Producer Prices Paid by KMC and Butchers 

36. Government reviews producer prices at least annually and since 1972 

has gazetted minimum prices to be paid by KMC. Although it has the power to 

do so it has seldom exceeded the gazetted price except in the case of quality 

grades when it has sometimes come to special terms with ranches and feedlot 
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39. The national cattle herd is generally estimated at approximately 

9.5 million head, half of which are in the sparsely populated rangelands 

while the remainder are in the densely populated high potential and marginal 

agricultural areas. The Project aims to increase production from the range 

arPRR. ITlR('>fAr AR h .. of pro~uction is concerned t~ere 

are no projects aimed at the high potential farming areas. Since land is 

at a premium in these areas, and as incomes increase with cash cropping it 

is unlikely that they will contribute any surplus beef for consumption. On 

the contrary, it is to be expected that they will increasingly become deficit 

areas. 

40. In the development of the 181 ranches envisaged in the Project there 

are two factors which will affect the production schedules (a) the numbers of 

ranches actually established and their phasing, and (b) the precision with 

which they achieve their production targets. In terms of the volume of beef 

produced by the Project the first factor is undoubtedly the most impcrtant, 

but as far as the quality of beef is concerned the second will have the 

greater effect. 

41. Taking the numbers of ranches as la:1.d out in the appraisal report, and 

assuming five years initially to get them set up, the production models would 

not reach maturity until year 17, i.e. 1990. The anticipated production from 

the ranches by grade (Standard = 152 kg FAQ = 206 kg) would appear to be as 

follows: 



Grade of Beef: Commerc1al 

1990 Production from --. 
100 Commercial Ranches 480 m. t. 

21 Company Ranches 

60 Group Ranches 

Total 480 m. t. 

Total Production Pre-Development 1 2225 

(745) 
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Standard 

2,550 m.t. 

1,558 m.t. 

6 2108 m.t. 

10,216 

.5 1422 

4,794 

FAQ 

3,410 m.t. 

1,678 m.t. 

6,192 m.t. 

11,280 

2 2951 

8,329 

42. Altogether t~is leads to a total increase in production of 12,378 m.t. 

It should be stressed that it is unlikely that the production mix would be as 

shown at KMC grading. Rather the average animal will be closer to FAQ grade 

than to standard grade - a product which is probably ideally suited to, and best 

paid by, the local butcher market. 

43. The production from the feedlots can now be superimposed upon the ranch 

models by withdrawing 19,584 animals (6528 x 3) from the standard grade - 2977 

tons - for feeding into FAQ grade producing 3955 tons. 

44. Thus, the final marketing mix f~om the ranching/feedlot sector of the 

Project will be: 

Metric Ton 

FAQ 15,235 

Standard 7,239 

Commercial 

22,954 tons 

45. Fa%' an overall increase for this" sector from the pre-development 

level of 9,598 tons, of 13,356 tons. The fact uhich emerges strongly from 
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thea dodds, however, is that there is a significant shift in quality, 

the premiums for which are presumably the main engines of development. 

46. The final marketed production to be taken into account is that 

resulting from the North East development and the stock routes, namely 

128,000 from the North East region (year 18) and 135,000 from the Southern 

region. llowever, since the latter region overlaps with the ranch developmenl 

it is presumed that only 70,000 will come from the pastoral area, giving a 

grand total of 198,000. As these are not destined to be used in either the 

ranches or the feedlots at maturity, and as they will be of commercial grade, 

it is presumed they are destined for canning. Since this amounts to 21,600 

tons it will be a significant quantity in relation to present canning usage 

(8 - 10,000 tons). 

D. DEMAND FOR BEEF AND THE PROSPECTS FOR MARKETING 
THE PROJECT PRODUCTION AT PRICES ADEQUATE TO 
PROVIDE INCENTIVES 

47. There is no recent in-depth study of demand for beef in Kenya. 

The lastest paper produced by the Ministry of Agriculture still uses sume 

of the previous studies by Spinks (1964) and Adl1ngton and Wilson (1967). 

It is in the terms of reference of the forthcoming Meat and Livestock Mar-

keting Study to update these studies. Although it was not feasible for the 

Review Mission to investigate in detail the demand situation and prospects, 

it did some estimates of demand in order to appreciate the possible trends. 

48. Total demand was estimated at 154.4 thousand tons for 1975 and 

would increase to 217.5 thousand tons by 1985 (see Table 7). Over the 

next five years the annual rate of increase of demand would be of 3.8%, 

of 3.2% over the next fifteen years i.e. that it would keep pace with 

population growth. These estimates do not include, however, the demand 

for KMC canning line, nor the demand for fresh and chilled beef for the 

export market if Kenya were to opt for a definite export policy. 
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49. An attempt was made to estimate demand by grade of beef in 

order to appreciate which grade will be most demanded and when, aud where 

will new investments be necessary. It was therefore assumed that the 

pastora1ist (25r. of the rural population) assume mostly the commercial 

grade. Any surplus of commercial grade is sold to KMC, LMD and/or to 

ranches for further fattening. Settled rural consumers of the high poten-

tia1 areas (75% of the total rural population) and about 60% of the urban 

population would have a preference for the standard grade. The other 40% of 

the urban population would consume FAQ. Finally, Tourists would mostly 

consume choice grade. 

50 It is apparent from these projections that the pressure will 

mostly be for the standard grade. New investment would therefore be 

required for company and group ranches, ~hich are most likely to produce 

the standard to FAQ grades, provided that the price structure for beef allows 

for these new investments. Alternative, the production of other sources of 

animal proteins such as sheep and goats, pig and poultry should be developed in 

order to receive the pressure from beef. These other livestock are actually 

complementary not to livestock production but also to agricultural production. 

51. An attempt was made to evaluate the contribution of the forthcoming 

project ranches to supplying the demand (Table 7). At full development (1985) 

this contribution would only amount to about 9,000 tons i.e. 4.1% of total 

demand, and to 3.5% of the demand for the standard grade. 

Discussion of some factors affecting unfuture role of KMC 

52. The tentative demand projections give some indication of the 

changes of the structure of the industry as the Project comes on stream 

with its production. The four production centers concerned are: 



(a) North East Kenya where the marketing division will 

cllannel cattle into central Kenya. One factor Which 

could affect this development will be the value of ca 
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cattle in Somalia as that country develops its natural 

market for live cattle into Saudi Arabia. At present 

cattle more in both directions across the border as 

producers/traders seek markets and better prices. 

Evidence in conflicting about who pays the most and it 

appears that. this can vary from mouth to mouth. Higher 

prices in Somalia could of course affect delevents to 

KMC in future. 

(b) The Southern areas from where the marketing division expects 

to purchase the preponderance of its cattle. Here, there is 

no external market to compete with, although it can be surmised 

that local butchers will become increasingly active, parti-

cularly to the extent that they are prepar~d to purchase 

commercial grade cattle for their markets. 

(c) The ranches which are currently supplying the greater proportion 

of their output to the local carket ~nd will presumably 

increasingly do so. 

Cd) The feedlots which are generally tied into the KMC on account 

of their need to market a quality product with precision. 

53. A production center wh~ch is not catered for by the Project is the 

cattle herd of the densely settled agricultural areas, most of the cattle fraM 
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which do not currently pass through ~~C hands in any event. With th~ 

competition for land in these areas, and their proximity to urban centers, 

it would seem likely that demand will outpace supply and they will become 

deficit areas. 

54. As the residual market and the main price setting aget:..:y KMC will 

find itself facing two challenges: 

(a' Can it continue to attract an adequate q~lntity of canning 

grade meat in the face of competition for i~s supplies from 

the settled agricultural areas and from Kenya's northern 

neighbors? 

(b) Can it develop profitable markets. both domestic and foreign 

for the high grade beef that it purchases? 

55. The key to its performance in this task will be the price spread 

between the low grade and high grade meat. While the traditional thinking 

has been that however low the price of low grade meat it would still come to 

tr~ plant since there was no other outlet there are signs that this will 

change were it not for the efforts of UID it is .~ c:).ost certain that plant 

throughput would have been sever~ly restricted in 1975. furthermore, any 

shift in the urban consumer pret~rence for the better grade standard beef 

towards commercial grade will further erode supplies. 

56. Thus the attention of the KMC must be firmly focussed upon the 

task of improving the marketing of its fresh, chilled and carcass meat, as 

the only method of improving the price spread. It would be valuable to go 

as far as to 1et up a separate sales section dealing only with these lines, 

and possibly embracing procurement as well since certainly some of the higher 

grades should only be produced against a contract. 
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57. to assist in product differentiation the existing grades do an 

effective job and are well understood by the producers. The only area 

where a modification could be of sone value would be to reduce the finish 

requircmen~s for Choice grade. but it is important that this grade is 

maintained to provide the valuable incentives for encoun'.ging youth and carcass 

size. which should also eventually be reflected in better prices for the 

product when marketed by KXC. 

58. Finally. therIa is the important point that the easily exported 

content of a carcass is approximately the same quantity of meat that is added 

during the finishing pt:ocess. Viewed in this \Jay there should be no conflict 

between production for local use or for export since it is possible to have 

the exportable cuts in addition to the quantity of beef in a standard carcass 

prior to finishing. The key to this solution lies with the KMC since they should 

actlvely seek to sell the lower quality cuts on the local market (e.g. stew or 

mince). In this respect, the prr:.posal to control forequarter meat while freeing 

hindquarter prices should be welcomed as a step in the right direction. 
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"y. W.tgh~ Iw", .. al" 

Torat COlI l,o PTI~e ~"' -en All Cattle u r . carcan .:.. , ~., 

'" ". 2.22 

'" ." 2.26 

'" ". 2.20 

". '" 2.31 12.150 

'" '" .., 12,14& 

10' '" 2.49 12.nlo 1.106 

lU '" ,." 1l.!)4 3,011 

16,01>4 2,)10 ." '" ,." I6,CJ.,Io 2.S10 

10. '" 2.66 14,221 1 ,498 

'" '" , ... IS , HS 1,158 

'" '" 1.a, 1l.~82 1,809 , .. '" l . 11 12,616 1.607 

'"~ ." 3.10 11.191 2,Ul 

... '" 4 . 14 8,4)0 2 , 120 

!c.". 

• 

f .... 0. ...... 

-- ----Eaf'Gcl ------ I_lila _ DC ••• ca.-.,. •• c.nnl", 

2 ,117 10,309 Care . .. uporu .. ___ .. 

_ppUu " f .... p ... 
2 , OJ6 10,2H cattl. 4ec U .. ... 1-..1 

1 ,147 11,128 
" ......... tl_ ' .. n... . 

"7 U,J14 

'K 10,521 

m 9 . 916 { "'" 1_ 1 _I •• ""11_ .. 
other ......... .... U olu 

'" '.692 t_ . .... ... " U ... 

'" '.103 Co~lIt tr... toea! -"Me 

2,385 10,1)) 
a.c:_r.... l oed ."t.totr. . 

CUe ... ..,.:we... t.., ...... .. 

1 ,:J01 '.915 
.... tela .... .... 1,. 1_1. _""at ..... t"'lot ... tU. 
,..._, ........ 11 • • • 

1, 2" 6,743 



KEnYA 

SEcmm LIVESTOCK DEVELO~MPIT PROJECT - CREDIT 477-KE 

REVIEH HISSJON - FERRUARY 22 - HARcn 26, 1976 

KMC 

INTAKE OF CATTLE BY r;RADE 

1967 - 1976 

Grade 1967 1 %8 1969 1970 1971 1972 1973 1974 1975 1./ 
Average CDW/I1ead 143 l5R IllS 14n 127 165 149 112 

Baby Beef 123 lZ0 J 01 
First /Prime 40() 24J 77 132 80 28 56 . 34 22 
GAQ /Choice 2] ,411 21 ,604 11 ,513 JO,215 8:113 8,704 12,043 11,295 10,132 
FAQ /FA0 27, fil·R 21i ,30) 22,06n 19,R22 25,176 37,162 33,685 21,598 17,174 
Third /Standard 44,7GS 52,694 5n ,273 50 ,593 52,659 56,034 38,606 29,882 34,252 
Fourth /Commercia1 100,93R 75,048 89,930 93,716 112,294 86,~04 63,554 82,814 64,492 
Manufacturing 16,443 6,3l11 8,561 7,948 8,063 7,044 3,629 8,666 3,604 
Contract ll53 3,166 578 
Reject 192 8)9 517 579 323 312 242 206 (154) 
Total Accepted 212 JE, 

~- lRo~ .!.~.h66r:!. 191'.J.J~0~ 206,713 195,281.: .!.51,815 154,495 129 1 830 
ConJemnations 3,276 1,776 2,003 2,629 3,140 2,850 2,920 5,019 1,424 
Deaths and Losses 2 Ii 10 7 
Purchased for Sale Liveweight 2.144 n,J62 1,660 57 

Total Purchases 217,738 194,482 lR7,JJ3 196,6~ 209,853 198,138 154 1 735 159,514 131 1 254 

Athi River Dis~osa1s 

Local Sales Metric Tons NA ~IA 9,410 10 ,168 7,063 8,548 8,397 5,242 
Export Sales 9,648 10,005 11,365 13,436 10,371 9,231 

19,068 2n,173 18,428 21,984 18,768 14,473 
Total 

Annual Feedlot Ple,cements N.A. N.A. 18.UOO+ 18,584 20.460 

!! ProvisIonal. 

July 6, 1976 
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eUti 
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111 ... _ .. SUlk 
ToplJ1~. 

! - !olll Staat 
Sta..-tn, 'ruk 
H~loll1 
S ~rlo1n Otl the .. ,. 
~11\"rlt,h 
Sr hkat 
Sond ... Shi n 
~ull 

Ox L:!"tr 
!!..an 
Tongue 
~lnc:d Stuk 
!r:lpn r.~ tlClbo) 
Cal! U'IU 
Loob 

1967 196!' 
'!:in. 

"b, 4 .18 '.19 
Flrst/Pr 1.l:01 (!) 3.36 3.85 
r..A.Q./Ch~1ee p 1.011 3.41 , 2.92 3 . 011 
F.A . Q. , 2.86 3 . 311 

, 2. 70 2.91 
Thlrd/Stlndard P 2.5) 2.75 , 2. ~9 2.65 
rO\lrtll/r."...ue1a1 I 2.31 2.40 , 2.20 2 . 30 
Manllfae t\lrins 1.10 

Y r.ran F.d • 1 . 00 Po, • 1 .50 

.Iuly 6, 1976 

3.60 5.80 6.40 .... '.00 , .6'1 

'" 11. 00 H.60 

'" 9.00 10,00 

'" '.00 8,90 

" 10 . 00 U.OO 

'" 6 . 00 1.flO 
SA 11 .00 12.60 

'" 10.00 11.00 
"-' 1.00 7.90 
:IA 6.50 7.40 
)fA ~. 5t' ! . OO 

'" '.50 ~.70 ,. '.00 5.50 

"" 3.50 4 . 90 

'" '.00 6.80 
I~ 6.50 7.9a 

'''' I<A 

'''' 

,. C.. IUld Producer Prit •• 

(Marcil) 1971 19n 1912 
'!all. !Itn. )(all. Jill)' Fib . Dae. 

"'"' ""' 4 . 10 "" 4.50 4.70 4.70 
4 . 111 3,80 " .. 4.26 4." 4.67 
3.77 
3 . 75 3.55 '." '." 4.20 4.41 

3. 42 3. 18 3.42 3.18 3.18 3.34 
2.91 2.90 3.25 2.75 l . l.l 3.42 
2.87 2.65 2 . 812 .65 2.65 2.78 
2,60 2.55 2.85 2.60 2 .80 2.94 
2. 50 2.30 2.50 2.30 2.30 2.42 
1.10 1.10 1. 10 1.10 LSD 1.58 

7. 40 
8.60 

13 ,00 
10.40 
9.30 

11.40 .... 
11.00 
11.40 
8.30 
1.80 
5.40 
S.10 
6.20 
5.30 
1.20 
! ,30 
LSO 

1973 1974 1975 
Jill, T.b. 

4 . 90 5 .35 5.90 
4 .11 5.30 5.U 

4.61 5. 211 5. 50 

4.3 1 
3. 67 4.20 '.n 
3.39 
3.19 3.70 4 .25 
2 . 89 
Z.2C 2.20 2.20 . 

16.00 
10.50 
9.30 

10.40 
'.00 

12.00 

6 . 00 

•• )Q .... 
11-12 

1976 ,-
.' 
Fn. 
rne 

1 . 40 
e.60 

14.75 
12. 15 
11 .0' 
13.15 
9.75 

14 .75 
13-" 
10.05 
, .,~ 

5 ,40 
S.10 
6.10 
S.30 
7.2('\ 

10 .OS 
4.50 

l~u·.all 

1911-191S 

u : I 9.50 p.a . 
54: 111.4 p.a. 

1.5011551 I U .S p.a. 
1." 
4.85 '" Il).11 p.a. 

4 .:!5 671 I U.8 p .a. 

lOGS I 191 

http:2.872.65


Grade. 1967 1968 

Baby Beef 3.24 3.4S 

Fint/PrtJ118 2.87 2.78 

G.A.Q./Citoice 2.62 2.53 

F.A.Q. 2.44 2.35 

Third/Standard 2.15 2.08 

Fourth/Commercial 1.85 1.90 

Manufacturing .91 .91 

Contract 1.91 .91 

Reject .85 1.14 

1/ S~i.. Export 

Source: KMC Annual Report •• 

SECOND I.IVESTOCK IH.Vt"!.OPMfliT PI!OJEl'T ~ CREDfT 477-KE 

~~!..!£!:...S..!~)dl1ct!~_ ~!£~S Paid.!?L Ie H. C. 
(Ksh/Kg) 

1969 1970 1971 1972 

4.19 

3.64 3.96 4.26 4.63 

3. 30 3.49 4.06 4.40 

3.16 1.12 3.76 4.07 

2.72 2.71 2.84 1.01 

2.39 2.38 2.49 2.51 

1.10 1.10 1.10 1.42 

1.10 

1.05 1.06 1.10 1.06 

1973 1974 197~ 

February 

4.81 5.36 6.30 11 
4.76 5.10 5.85 

4.42 S.OO 5.50 

3.46 4.20 4.8S 

2.99 3.70 4.25 

1. 70 2.20 D .•• 

1.28 2.20 n.a. 

NOTE: KMC annual average producer price. laver than gazetted price. becaule of differencea In gazettiDI date. and condemnation. in a grade. 

April 

6.60 11 
6.U 

5.80 

4.85 

4.n 
n .... 

n.a. 

~Ii .- .. 
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T .. n totdU 

IICOIP LIDIl'OCI DmtpnpI DCIJICt • Cl&J!Il 411=«1 

!t.t:", ""de· ft"Dtt" 2Z .. !laIC" n. un 

rOPlf~tloa 
Urb.1I l"nUl lIdrobi}/ 

a11110a . - ----. ----- .~--- ('000) --------------- ____ po_po_e . ('000)------_·_·_· 

1973 12.90 1,U3 11, .... ' '" 1,190 
191'" 13 . 34 1,)51 11,713 '" 1,275 
1975 13.78 I,UD 12,110 '" 1,34) 
1974 14.23 1,190 u..,,",0 fl' 1 .... ,0 
1977 14 .10 1,920 12.,110 "" l,5H 
1918 15.18 2.0n 13,123 '" 1,U5 
19f9 B . l 0 2,205 ll ,4h 1,024 1,'03 
1980 16. 2.0 2,365 n,835 1,098 1,9'00 
1981 16.14 2,512 110,221 1,177 2,060 
1982 11. 29 2,667 14,614 1,260 2,18' 
1983 11.86 2.833 15,021' 1.315 2,323 
"84 18 ." 3,008 15,442 1,410 2,4" 
1985 19, 0& 3,192 U,kl l,nt 2,611 
198b 19 . 70 3 , 390 16,310 I,blll 2,180 
1981 20. 34 3,600 16,1110 1, 730 2,950 
1988 21.00 ),82) 11,171 1,150 3,13' 
1989 21.10 4,060 11,640 1,980 J,3)0 
1990 22.42 4, 310 18,110 2,120 3,313 

11 At 3.3% p.a . 
It Il r ball rate of ItrOvth , 1.2% p.a. 1973 - 1980: IlI ral" 2,r.% p.a. 
I I At 7. 2:': 197) - 1985, a t 1.0% p.a. thar .. ttar. 
!t Population of HOI. yun old and abo" •• 8a:: o~ total pOf'lIlulon. 

9,)85 '50 
9,r..O , .. 
',930 '" 10,200 '"' 10,480 73' 

lO,7bO 780 
11,000 84' 
11,345 .. , 
11 ,610 ." 11,990 1.035 
12,120 1,080 
12.6'0 1,155 
13,010 1.240 
13,315 1,325 
13,130 1,420 
14,085 1,513 
14,465 1,6ll 
1:'.130 1, 140 

tou:tht Pop. 

411 .. , 
50. 
'" ... 
'" '" ... 
'" '" 1,084 

1,192 
1,311 
1,442 
1,381 
1 , 74' 



ANNEX 4 

KENYA 

SECOND LIVESTOCK DEVELOPMENT PROJECT - CREDIT 477-KE 

REVIEW ~ISSION - FEBRUARY 22 - MARCH 26, 1976 

Development of Company Ranches in Coast Province 

Definition 

1. Company ranches were originally defined under 129-KE to be 

enterprises in which land, usually unoccupied, is leased from Government or 

County Councils to prospective shareh0lders who make a contribution - usually 

cattle, seldom a cash equivalent - for shares. Animals are owned by the 

Company and profits distributed according to the shareholders? In order to 

avoid confusion, the term company ranches should be used: 

to describe only the development efforts in the coastal area, 

i.e. the Districts of Taita-Taveta Kwa1e, Ki1ifi, Tana River, 

and Lamu. 

to include in that term the efforts to develop cooperative 

ranches although the method of shareholding is different. 

to continue using the term Company ranches for those ranches 

that were established under Phase I of the Livestock Develop-

ment Project (and not to reclassify them as ongoing Commercial 

ranches) . 

A. Present Position of Company Ranches 

2. Ten eompany ranches in Coast Province were established or assisted 

under the First Project covering over 520,000 11 hectares with over 50,000 

head of cattle. Since project completion disbursement to these ranches has risen 

from KSh. 14 million to KSh. 20 million using repayments from the Commercial 

ranch sector. Together with arrears KSh. 21.0 million is outstanding in these 

ranches or 5li. of the l29-KE portfolio. 

11 This includes Galana which has 304,000 ha for beef a4d 16,100 head of 
cattle; the project may have helped develop 40,000 ha of this ranch 
which would make a total of 257,000 ha that might be ascribed directly 
to the project. 
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3. Three ranches with 97,000 ha have received additional finance under 

477-KE (KSh. 7.2 million approved). Three new ranches (49,000 ha) have received 

approval for ISh. 7.6 million and Galana will soon receive another KSh. 6.0 

million. If the B2 Yatta ranching company in Kitui is excluded from the portfolio 

the Company ranches at the Coast represent 44% of the 477-KE ranching portfolio 

(ISh. 20.8 million). 

4. The first ranches began development in 1964 and 1965, but the major 

thrust for development came under the first project between 1971 anQ 1974. 

Taking into account the completely untried nature of the new land and ranches 

the physical implementation of the program has been generally successful; 

serious financial problems have recently appeared directly related to a cost 

price squeeze but also connected with ranch stocking and ~quity policies; 

their solution will rest very much with Government. Experience on these ranches 

provides a good insight into the likely performance of future new c~mpany ranch 

development. This is important since the company sector now represents half 

the amount disbursed by APC on IDA financed ranch loans (Annex 16). Progress 

can be examined in the light of ranch management, technical extension advice, 

tE~~~ical coefficients achieved, financial performance and effect of Government 

policies. 

5. Management has been undertaken by Kenyans many of whom had no 

experience of ranching. With this background it can be said that creditable 

progress has been made. Ranching knowledge of Ranch Directors and staff at 

all levels can be greatly improved but on the best ranches after 6 or 7 years 

they have achievec weaning rates of 65%, adult mortality of 3% and steer 

average annual growth rates of 225 grams poer day on properly stocked land 

which suggests that they are becoming more experienced. Certainly the mission 

had a most lively and enjoyable discussion on typical technical and financial 

ranching matters with chatrmen of the Taita ranches. At least one ranch 

manager has a Kenya certificate in Range Management and more are SOulbt. While 
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management will remain a factor for improvement, ranch budgeting and 

producer prices have to take account of the realities of this· learning 

process if ranching is to remain a part of the Kenya agricultural scene. 

During this period the Kenyan Range Management and AFC field staff have 

also had to learn their job. This has compounded the problems of inexperience. 

With more trained staff available with several years field experience this 

situation should now be changing and it should be possible for RHD and AFC to play 

a more positive role in teaching and "supervi.::ing" the development of the new 

ranches. This is an aspect that needs much more attention. 

6. While management and technical coefficients are factors among the 

present problems fa~ed by Taita ranches the principal problem now being 

encountered on the company ranches is financial. Increases in producer prices 

have not matched increases in investment and operating costs and most company 

ranches are now operating at a loss and being kept from going bankrupt by AFC 

providing working capital. A complete review of all ranch accounts was not 

~cssible, but it seems that only Galana (300,000 ha and 16,000 cattle) is 

operating at a profit, others have only recently moved into the red and several 

like Mugeno and Sagalla are in very major financial trouble. The problem has 

been seriously compounded by: (a) the adoption of the wrong breeding herd/steer 

policy, (b) too optimistic a stocking rate p1anne~ aggravated by failure to 

destock when the recent drought arrived, and (c) lax enforcement of the 20% rancher 

equity rule, which, as a result of price/cost changes has in itself become 

hopelessly inadequate. The Government and AFC must take the major blame for 

this situation. As one Provincial Range Officer put it: "If the Government 
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does not do something quickly we are quite unfairly putting these people 

further and further into debt out of which they will not rise. It will kill 

a project for which the people had high hopes and thought the Government 

fully supported." If nothing is done to change the situation further losses 

will not only lead to a negative return on past investment of ranchers hut 

also to the economy. 

B. Action Required to Save Present Company Ranches 

Stocking Policy 

7. By past Kenya commercial ranching standards the Taita ranches are 

of lower carrying capacity than most existing commercial ranches in 

Laikipia, Machakos or Nakuru Districts and receive a m0re uncertain rainfall. 

This means that investment costs per unit of meat produced are likely to be 

higher and that the bllilding of a breeding herd is likely to be slower and 

more costly; finishing steers to a high grade will be more difficult. 

Profitability on the ranches will be more sensitive to producer beef prices. 
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To counter these problems the ranches must have a stocking policy 

which will allow flexibility to destock in dry years (the rainfall varies 

40% around the mean) and to allow ~ slow build up of the breeding herd at 

a pace that can be afforded. It must be borne in mind that unlike develop-

ment of a traditional ranch where a single owner may devote his entire life 

to development of his ranch and live on minimum income these ranches are 

owned by up to 50 people, many quite poor, and they want to see some return 

in the foreseeable future if their beneficial interest is to be maintained. 

9. The first ranches to commence development in 1965 (Taita and 

Lualenyi) we~e based mainly on fattening steers anrl a small breeding herd, 

and a rate of development that could be afforded by the ow'ners. This policy 

was changed during the first project and in 1972 to 1974 a large build up of 

young breeding stock took place sufficient (with their offspring) to stock 

up most ranches in good yea~so removing flexibility that fattening of 

purchased steers allowed. It has produced a serious cash flow problem 

especially as it has coincided with a decline in relative producer prices 

and with a series of drier years which have reduced the numbers and liveweight 

gains of steers supposed to provide the income for these breeding herds and 

their proge y. In an attemrt to meet the cash flo~ problem and counteract 

the fall in producer prices many ranches have become overstocked with the 

result that the steer liveweight gains have not been achieved and instead of 

finishing their purchased steers in one and two years they are taking two aud 

three years. While there may be arguments about th~ correct stocking rate 

a visit to the ranches will show that there is now little good grazing available 

to fatten the animals. The results of overstocking are illustrated by the fact 

that despite a rise in producer ~rices the average value of steers sold this 

year has dropped to KSh. 840/- per animal compared with KSh. 940/- in 1974. 
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The UNDP/FAO project survey showed that 1iveweight gains of 227 grams per 

day were possible on average in Taita with North East steers (local steers 

somewhat lower) and prices obtained for cattle sold in 1974 would suggest 

that these gains were being obtained while the drop in prices in 1975 suggests 

that the 1iveweight gains are now lower, possibly in the repion of 172 grams 

per day or less. With operating costs now averaging KSh. 180/- per head per 

year such loss in 1iveweight gains becomes crucial. The problem is that the 

ranches are now in a self-defeating situation. They need steer profits to 

carry their breeding herds yet the overstocking resulting is causing serious 

reduction in daily 1iveweight gains so reducing the margins to carry these 

herds. 

10. It is the mission's view that planned stocking for the ranch with 

the present type of stock in average rainfall years should not exceed one 

animal per unit (all animals excluding calves) to 7.28 ha (18 acres) and that 

to allow for flexibility breeding here: stock should not exceed 1:10.8 ha 

(26 or 27 acres). In many years this stocking rate will prove too high. Taita 

ranches may average about 400 to SOC ~ per annum but in the four years between 

1972 and 1975 Rukinga ranch averaged 334, 295, 437 and 295 mm yet in 1973, 1974 

and 1975 it was carrying 1:8 1:4.6 and 1:5.2 cattle per hectare. It is not 

surprising that it lost 2,500 head in late 1975 (60% of young stock, 25% dams, 

12% steers). It should have begun reducing its stock in 1973 possibly down to 

1:12 or 1 to 16 by end 1975. Under 477-KE Rukinga received KSh. 2.4 million 

for purchasing breeding stock. Fortunately, this is the only ranch which 

suffered from such ~ad management but some were v~ry close to it and will 

suffer similar losses if stock are not reduced. This loss, however, will take 

many years to recover and means a rescheduling of loan payments. Stocking 

rates on ranches in May 1975 is given in Table 1. 

11. The UNDP/FAO Range Management team strongly recommended that Talta 

ranches rely principally on steer fattening ope.rations in order to maintain 
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flexibility in stocking rates on a range area whose production characteristics 

were still uncertain. The profitability of steer fattening operations, however, 

depends on the immediate availability of stork and'E. Ledger in a paper in the 

East Africa Agricultural Journal has described how critical this is; improved 

livestock movement under the Project should make steers readily available but 

this factor will require close attention. Since Government, through AFC, 

controls the finance these ranches get there should be no problem in directing 

policy. While the new ranches have a basic liking for developing their own 

breeding herd it ~~st be pointed out that AFC has encouraged them to do so. 

Another point is that ~ny of the new ranch ~Oareholders have lived with over-

stocking in their home areas for many years and do not always share the 

horror of overstocking that the technician does; the difference on the ranches, 

however, is that instead of having free grazing each animal has to provide 

KSh. 180/- production for its own upkeep and at the moment this money is coming 

from Government via AFC. Range and AFC staff therefore must bring home to 

ranchers not just the fact that overstocking causes range deterioration but 

that it also in this case actually costs them money. 

12. Unless AFC wishes to foreclose and lose some of its money it is 

clear that it will have to provide mo~e working capital to the ranches to 

get them out of trouble. Before it does so, however, it should carefully 

review the situation on each ran.ch to ensure it does not waste 

money. It should review the stocking policy on all ranches, s~lling 

off all stock in excess of carrying capacity and crediting the proceeds 

towards loan repayment or putting it aside for working capital. Maungu which 

sold unfinished steers to obtain cash and reduce numbers is the only new 

compqQY ranch to have covered its operating costs last year. Taita ranching 

company on the other hand has steers which are gaining very little weight but 

costing money to keep. The review should include a reductiol in brecJing 

stock on most ranches to allow greater flexibility on stocking with purchased 
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steers in order to ensure that reasonable liveweight gains are made o~ 

correctly stocked ranches in poor years and t~e advantages of good years 

can be gleaned by stocking up with more steers as soon as it is apparent 

that the grazing is there. Well fattened purchased steers will be more 

profitable. 

Operating Costs 

13. Operating costs need to be carefully examined. It should be 

ascertained that sufficient is being spent on the essentials for ranch 

performance, i.e. correct quantities of minerals, salt, dip and veterinary 

medicines. While overgrazing has caused lower performance it is possible 

that undersupply of the latter items may be a factor also. Costs of dips, 

salt and minerals on project ranches in 1975 appears to have been in the 

region of 20 to 30/- yet established commercial ranches budget KSh. 42/-; 

higher expenditure here might reduce mortality and i~~rease calving and 

growth rates. 

14. Some scope may exist for pruning operating costs. A comparison 

of costs per animal in 1974 between a commercial Kenyan operated ranch in 

Nakuru district and Mugeno in Taita gives the former at 153/- per animal 

and Nugenc .. ~ K"h. 180/- while in the same year costs at Galana ranch were 

in the region of KSh. 140/- to 145/- (Table 2). In 1975 established 

commercial ranches estimated costs at least KSh. 180/- per animal - one high 

potential beef ranch in Eldoret quoted KSh. 230/- per year, but this involved 

fairly intensive management; for Sagalla, Mugeno, Maungu, Lualenyi and Galana 

ranches costs varied between KSh. 182 and KSh. 229/- but there are significant 

differences in their composition as can be seen from the follOwing table. 



Museno Sasa11a MaunE Lualenzi Galana 

Main Operating Costs 117/- 130/- 124/- 150/- NIA 

Cattle Expenses, Dips, 
Salt, etc. 22/- 26/- 30/- 20/- N/A 

Operating Costs 139/- 150/- 154/- 176/- N/A 

Depreciation 43/- N/A 75/- N/A 

182/- N/A 229/- N/A 179/-

Providing AFC and the Range Management Division insist on ranches maintaining 

and producing proper accounts it should be possible for every field officer to 

prepare a comparison between ranches and a time series of costs. With regard 

to the latter for example it is interesting to note that operating costs 

between 1971 and 1974 at Ereri rose 22% while during the same period produce~ 
(Table 2). 

prices for standard grade rose 26%/ This data is essential for proper manage-

ment advice and for providing Government with information on profitability 

of heef production. Work on this could commence immediately especially as 

Allied Ranching is preparing data on Taita ranches. Additional information 

can ,~ obtained from private ranches. 
Ranching Contribution 
1). Orie of the Dost critical areas needing attention is ranchers 

contribution. When the first new ranches were being established in the 1960's 

before the first IDA project commenced, loans were dependent on ranchers 

producing at least 50% of the capital in the form of cattle, money or fixed 

assets (some of which had been provided by Government grant money under 

earlier schemes). It was accepted that partial development of ranches would 

have to be accepted and further loans for further development would be 

contingent on the ranch building up the necessary equity. Under the f:f.rst IDA 

project (Credit l27-KE) full ranch development was encouraged from the 
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beginning and ranchers equity \o/as reduced to 20% for developuent and working 

capital. Interest was then charged at 7 1/2%, the loan period was 12 years 

with a moratorium on interest of 3 years. This lending period was based on 

the supposition of average to good ranct coefficients, relatively stable 

prices and costs and, most importantly, a financial rate of return of 16% 

or more. Cash flows under this situation were adequate although in retrospect 

it can be argued that insufficient attention was paid to providing for taxation 

(40% of profits) and income for the participants. Under th€ second project the 

loan repayment period was reduced to 10 years, the rate of interest 9%. The 

financial rate of return was 15% and an unfunded cash deficit was forecast in Year 4 

which would have affected ranches cash balances in years 5 and 6 also. Budgets 

and loan repayments under Phases I and II were tight and in 1974 and 1975 when 

drought conditions appeared and opel'ating and investment costs outstripped 

producer p~ices ranches began running into troub1e. Prior to this balance 

sheets show cperating prcfits and better debt equity ratios although principal 

repayments in the terms allowed would have been a problem. The ranches and AFC's 

present predicament has become extremely serious because of the tendency to 

accept an increasingly lower rancher ~ontribution so that for example the 

1974 balance sheets for the three rRnc~es topred ~p under Phase II, Rukinga, 

Lualenyi and ~ugeno, show a rancher contribution of 6%, 5% and 4% of the total 

paid up capital and loan outstanding. Loan approvals for company ranches for 

477-KE suggest a rancher contribution of only 9% of total development costs 

and 4. O~~ if the .,'orking capital loan is included (Annex 16. Table 10) 

Producer prices have to be particularly favorable if loan repayments are to 

be made in a reasonable period under these circumstances. The change from 

the policy of running a mainly steer herd with phased partial develop-

ment of ranches (with equity participation ranchers can afford) to full 
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development over a short period has helped lead to this. Ranches like 

Muleno will soon be canyinl KSh. 84/- per animal in interest charges 

alone. A steer purchased at today's LMD prices plus transport~costs 

KSh. 500/- landed on the ranch~ Its upkeep over eighteen to ew.nt~fo~ 

'montha costs KSh. 300 to 360/- and is sold to KMC at standard grade at 

ISh. 840/- at present prices. At these price levels it can not possibly 

cover these interest chgrges. Although not strictly comparable, if the 

balance sheets of Galana and the commercial ranches of ~nyanyoni, Katoteni 

and Erer1 (given in Annex 16 Appendb 1) are examined, the advanta8e of a 
re&80D&ble equity contrubitim1 eam b~ aee:n.--- - - ------

1975 1974 1974 1973 1974 
Ranch ~1.dnga Mugeno Lualenyi Galana Ereri 

Hectares ('000) 34 22 39 303 3.3 
Stock Numbers 6,800 3,300 5,000 6,900 1,300 

c.: KSh. ('000) 
Share Capital (incl. reserve accouD,t) 

Issued and Fully Paid 318 193 132 2,944 506 
Accummulated Profits/Losses (1,032) (1,003) (64) 20 12 
Loans AFC 4,649 3,725 3,560 3,434 699 

Fixed Assets 633 678 564 2,168 385 

Current Assets (Other Assets/Fees) 

Stock 3,833 1,909 3,350 4,876 759 
Debtors 102 218 190 10 31 
Loans to Shareholders 77 
Cash/Deposits/Others 23 103 3S 199 49 

Goodwill 530 

Cunent Liabilities 
Creditors (267) (16) (247) (310) (7) 
Proposed Div1dent (220) 
Bank. Overdraft (81) (307) 
Taxation Equalization (130) ~180) 1 

4,136 2,916 3,629 7,261 1,224 

:iJo 

11 Details are shown in Annex 16 Append1:t 1 - figures lOt exact because of roUDd~ 
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16. The Bank's position onranch~rs equity in discussion with APC has 

been that rancher~ ~hould subscribe a minilnum of 20% of both investment and 

costs or whatever amount above this thought prudent. AFC 's position is that 

the IDA loan agreement states that ranchers need subscribe only 20% investment 

costs (but the appraisal report puts working capital in the investment table). 

In practice discussion on this point is not of much value. AFC loans are 

repaid by the ranches not IDA. It is APC's job to see that their loans are as 

secure as possible and repaid over a reasonable term; IDA appraisal budgets 

are only meant to give an indication of likely profitability and each ranch 

has to be taken on its merits. If it i~ nccessa~y-for ranches to have a 40, 

60, 80% equity to achieve this then that must be AFC's lending position. If 

ranchers cannot provide sufficient equity then no development should take 

place. It is then up to Government to make the necessary adjustments by means 

of prices, direct subsidies to AFC or ranchers or whatever other method they 

deem r.ecessary if they want development to take place in that type of ranch or 

in that area. The implications to Government are that if it wishes to develop 

ranching with a scall equity from producers it has to build an element within 

the price structure to pay for debt service since this is now an important 

cost of production (which is a different situation from the 1960's when 

production came from assets already paid for). As will b~ explained under 
at least 

the ranch model it would seem that an equity contribution of/30% and 

preferably 40 or 50% is necessary when interest rates are 9% and financial rates 

of return are in the region of 15 to 20%. Only if producer prices are sufficient 

to give over 20% rates of return should 20% equity participation be considered 

unless unduly long repayment periods are to be accepted. 
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Producer Prices and Government Action 

17. Two other aspects must guide AFC in its decision whether to 

continue financing the present company ranches. These are in the hands 

of the Government. While it may be possible to reduce stock numbers to 

carrying capacity, improve liveweight performance, hold or reduce costs 

it is clear that present prices for standard grade - the grade most 

company ranch cattle reach in the early years - are at best only likely to 

cover operating costs. Present prices will not meet all interest charges, 

principal repa~~ents, depreciation and an adequate income for ranchers. 
standard 

Prices for/~ grade must be increased or the ranches or AFC given soree compen
and as explained later prices for FAQ may also require raising. 

satory grant~ The second point is the price of LMD steers. At present and 

likely future meat prices, ranches should only pay ~b.e same price for steers 

that pay for their meat value rather than the present LMD policy of trying 

to sell them at nearer standard or even FAQ liveweight prices. 

Recommendations at Meeting with Hinistry of Agriculture 

18. In the final meetings with Government in th~ Ministry of Agri-

culture attended by representatives of AFC and the various Government 

departments, the mission explained the dire financial state of the ranches 

and urged: 

(a) an early change in beef prices and a review of LMD steer 

sale prices policies. 

(b) that before more money was lent to existing ranches a group 

consisting of AFC, range management and possibly outside 

experts with accounting and ranching experience should be 

convened to visit and prepare a new ranching and inancial 

strategy for the existing ranches; that further loans be 

restricted to making the strategy work before further finance 

is given. In impossible cases AFC should propose foreclosure. 
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(c) APC disbursement on company ranch loans already approved 

should no~ take place and new company ranch applications 

not considered until the financial prospects of ranching 

in Coast Province improved. 

Cd) the danger to AFC's financial structure if decisive action 

was not taken, was stressed. 

The problems now being encountered by existing ranches are discussed further 

in considering prospective budgets for new ranch development. 

Recommendations for Adoption by AFC 

19. In order to ensure the survival of many of the existing ranches it 

is clear that APC will have to provide further working capital (irrespective 

of their present financial status this was implicit when AFC overcommitted 

its funds under 129-KE by 50%). Further disbursements by AFC on loans 

already agreed under 477-KE and consideration of new loans, howe~er, should 

be contLngent on a complete review of the financial state of the ranch and 

the preparation of a new detailed budget. These should be accompanied by a 

regular supervising and reporting program to be undertaken by AFC and Range 

Management field staff. As part of the program the present and future 

financial aspects of company ranches not requesting loans should also be checked. 

20. IDA cannot continue to disburse in a situation which if it continues 

unchecked will lead to an unacceptable rate of return to both ranchers and 

the economy and which endangers the future viability of an important financial 

institution. The APC Ranch review therefore should ~e undertaken as quickly as 

possible and it is recommended that further IDA disbursements on loan expen-

ditures incurred on Company ranches should be contingent on the 

provision of an acceptable budget and review of the ranch incurring the 

expenditure accompanying the disbursement request to IDA. 
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21. Since acceptable returns will be largely dependent on an increase in 

producer prices of Standard grade the Government is urged to make this change 

as soon as possible. Also in view of the importance of steers for fattening 

the pricing policies of LMD should also be reviewed. 

22. The repayment periods of loans will have to be revised but this should 

be done in the light of the future financial project coats of the ranches under 

the new prices and after st~enuous efforts have been made to increase ranches 

equity. It is recommended that no change be made in the IDA loan documents on 

these points until the review has been completed; in general, it is recommended 

that loan repayments beyond 15 years should be considered. 

23. If AFC wishes to employ one or two outside experts with an accounting 

or practical ranching experience to help with the review it :I.s recommended that 

50% of the cost of their consultancy be met under the IDA loan up to a limit of 

3 months each. 

24. 

C. Prospects for New Company Ranch Loans 

Phase II loans are required for: 

(a) continuing development or financing existing Taita ranches. 

Carrying capacity 6 to 12 ha (15 to 30 acres) per animal 

per unit. 

(b) development of nww company or cooperative ranches in Taita, 

Kwale, Kilifi and Tans River Districts, carrying capacity 

6 to 16 ha (lS - 40 acres) per animal per unit. 

(c) development of new ranches in Lamu District. Carrying 

capacity may in some places be as low as 1 A.U. to 4 ha 

(10 acres) although 1 A.U. to 6 to 12 ha for thoae ranches 

farther from the coast may be more prudent untU more is 

known about them. 
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25. The new company ranch model proposed (Tables 3 to. 9 ) reflects 

the basic physical devalopment necessary to keep a breeding and purchased 

steer herd on a fully stocked basis all the year round; the original 

appraisal model involved steer purchase in the early years only. Costs and 

performance coefficients were discussed and agreed with AFC. A ranch model 

of 28,000 ha has been chosen with a carrying capacity of 3,900 animal per 

unit (A.U.), A.U.'s beiug all cattle excluding calves. Taking into account 

the variable climatic conditions and desire of most ranchers to run both 

breeding and steer fattening activities parallel it is proposed to reserve 

two thirds of the carrying capacity for the breeding herd and at the same 

time to limit the breeding herd by loan conditions to that size. The 

remaining grazing is used for the fattening of purchased steers; in the 

first five years there would be a greater number of purchased steers. It 

is recommended that providing steers remain freely available, a higher than 

33% ratio of steers be kept. Experience shows that it is unrealistic to 

expect a one year steer turnover because the types of steers suitable for 

one year fattening are not always available at the right time (or price) 

and the weather conditions in Taita are too uncertain to rely on being able to 

fatten them in one year. A two year fattening period has therefore been used. 

It can be argued that an uneven pattern of steer purchase and sale should be 

used to reflect more accurately the climatic hazards and quarantlne problems. 

This has not been done because the average working capital loan needs would 

be difficult to define. This problem, however, should be borne in mind in 

determining the loan repayment period. 
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26. For determining production increases from the breeding herd the 

data in the UNDP Range Survey Report on Taita. 1910, has been used. The 

report gives liveweights of the type of cattle normally provided as equity 

and the improvement in these cattle after six or seven years using improved 

bulls. From this it is assumed that the following improvements in liveweights 

will take place in 7 years. 
First Year Seventh Year 

Kg LW (Lbs Ul) Kg LW (Lbs LW) 

Breeding Cows 209 (460) 280 (620) 
Bulls 295 (650) 500 (1,100) 
Weaners 61 (135) 98 (215) 
Heifers 12-24 129 (284) 177 (398) 
Steers 12-24 138 (303) 187 (412) 
Heifers 24-36 182 (400) 232 (511) 
Steers 24-36 182 (400) 278) (612) 
Steers 36-48 227 (499) 370 (814) 
Steers 48-60 272 (599) 

27. From these liveweightS it is estimated that over 7 years the 

average cold dressed weight of animals sold would rise from 115 kg to 160 kg 

per animal (115; 120; 125; 133; 140; 150; 160). In the sensitivity 

analysis a comparison was made assuming a much heavier basic herd at 

establishment than has been the experience so far and an increase in cold 

dressed weights of animals sold from 130 to 170 kg liveweight (130; 135; 140; 

147; 154; 161; 170). 

28. With the steer herd it has been assumed that steers would be 

purchased at 212 kg, the weight of animals recently purchased from LMD at 

Longopito. They would be sold after eighteen to twenty-four months after a 

liveweight gain of 150 kg or 204 grams per day. Under present grazing conditions 

gains of only 170 grams per day or less are probably being made while in 

the past gains of 230 grams per day ~~ve been achieved (L~~P Taita report, 

page.27). North East steers normally weigh heavier than Ta1ta or Coast stock and 



ANNEX 4 
Pag_ 18 

the model assumes a carcass weight sold of 173 kg COW. One aspect that 

could affect the budget is that in the past animals purchased.from LMD 

have often averaged 240 kg liveweight which would mean higher loan 

requirements for steer purchase (15%) and a higher sale weight after stmilar 

daily weight gains. 

Price of Purchased Steers 

2Q. A most important aspect of budget calculations different from 

present practice is the assumption that purchased steers will be purchased 

from LMD at KSh. 1/91 per kg liveweight which is the present price for 

commercial grade paid by KY~, plus KSh. 70 transport to the ranch. This is 
liveweight 

the/price that KMC would pay for these animals if sent to the abattoir, but 

is lower than that paid by LMD to North East stockowners (see Annex 10) 

that at which LMD offer the stock, K~g. 2/10 to KSh. 2/50 (i.e. near standard 
for ranches 

to near FAQ grade). While it is normal/to share some of the profit with 

producers of fattening steers any decision to encourage ranchers to purchase 

from LMD at above commercial grade prices means tbat the producer prices of 

the end product needsto be increased. 

Producer Prices 

30. Financial viability of the model has been examined under four 

different price reg~ es: 

(a) KMC prices 1975/76. 

(b) Prices being considered by Government during the mission's 

visit and passed in June which involved increases in FAQ to 

KSh. 7/- but maint.aining the same price for Standard and 

Commercial grades (Annex 3 Table 5B). 

(c) June prices plus a 30% increase in Standard ·grade (Annex 3 Table 5C). 

(d) A 15% increase in proposed prices at (c) for FAQ ·aDd ~~aD~ard. 

The feasibility of KMC selling meat at. this price i8 discu •• ed 

in Annex 3 .. 
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31. It has been assumed that the price of FAQ and standard meat in 

real terms will increase 3% p.a. until 1980 and then 0.2% p.a. to 1985 

and commercial grade at half that rate. These are about the present 

increases forecast for world meat prices. The effect of no price growth 

and alternatively a real increase of 6% and 3% were estimated in some cases. 

32. KMC' s" grading can be related to average carcass weight; commercial 

grade on average weighs 109 kg CDW, standard 152 kg CDW and FAQ 206 kg CDt.]. 

In trying to determine the price of animals being sold off the ranch it can 

be estimated that if the average weight of animals sold off a ranch is 180 kg 

then half the animals will grade FAQ and half stalldard so that an average 

price of these two grades could be used. This is probably the case with 

commercial ranches in Laikipia but in the case of Coast ranches most animals 

sold seem to grade standard when sold to the KMC even though the North East 

steers often average between 160 and 180 kg CDW. However, when ranchers sell 

to butchers they do receive much higher prices. For this reason, for weights 

between Commercial. Standard and FAQ,average weights,~he models use prices 

intermediate between these grades which are related to the carcass weight of 

the animal. This method could be a major source of error and more work is 

needed to determine the average price that ranchers received from butchers and 

KMC for any particular weight. In the financial analysis this assumption 

becomes more critical as the price spread between the grades widens. It is 

there.fore important that staff collect annually information on weight, 

sale vt'.lue and sale outlets so that 

realistic values can be ascribed to production and promote a more rational 

system of estimating ranching profit~bility. The following are the four 

different price scales used for the three main grades in the first year; the 

prices for the intermediate weights and annual increas~s in prices is given 

for Band C in Annex 3 Table 5. 
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?AQ Grass Fed 

Standard 

Commercial 

Alternative Models 

A 
Present 

5/50 

4/85 

4/30 

B 
Proposed 
March 
1976 

7/-

4/85 

4/30 

C D 
Proposed C 
plus 30% plu. 
Standard ~ 

7/- a/os 

6/30 7/25 

4/30 4/95 

33. In addition to the model breeding and steer herd, alternative 

stocking policies were tested involving either a doubling of the model 

stocking rate (possibly applicable to Lamu ranches) or a policy of only 

f:o.ttening purchased steers. 

Financial Rate. of Return 

34. It is considered that with the risks involved and the present 

opportunity costs of capital in Kenya a financial rate of return of 16% to 

201. is desirable. As will be explained later such a return is also necessary 

if ranchers are to provide less than 50% of the capital required as equity. 

35. 
Prices prior to June 1976 (when only FAQ was increased to 

KSh. 7/- per kg CDW) give positive financial rates of return but they 

do not reach acceptable levels as can be s~en from the follOwing 

table: 
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St.oclUq bte 

Stoc1dna Polley 

-+,,---- 1: 7.2 h& ---~.~ 4iiI:~--1: 3.6 ba -----)rI1tII 

Avera.e sale w.ight of 
raACh-breedinS- stock 
hucCkg CDW a-t -full 
developm~nt (7th year) 

DaUy weight gains of 
~chased steers/grams 
per day 

(Average wt:. of purchased 

Breedina ~ Steers Steers B ~ S 

160 160 160 173 160 

172 204 224 204 

steers sold) (160)(173) (185) (173) 

8% 

3% 

17% 11 

Costs f 10% 1/ 

Benefits f 20% 11 

0% 4% 

0% 0% 

12% 

8% 9% 

2% 

Steers only 

173 

204 

(173) 

10% 

3% 

25% 11 

The importance of liveweight gain and average weight of cattle sold on the 

gross margins earned by animals sold from the breeding and purchased steers 

herds at full development can be seen from the following figures: 

Breeding Herd 3/ 

Gross margin of auimals if sol~ ~ 160 kg CDW 131/- each 
~ 170 kg CDW 268/- each 

Steer Herd 4/ 

Gross margin if daily gain 172 grams to 160 kg CDW 76/- each 
Gross margin if _4.~ily ,g~in,_~04~taJl1.LtCLl13 kg cow 2Jl/~_each 
Gross margin if d,a!.ly ..&.ain _224 grams to 185 k2. CDW 390L- each 

Si~ce the proposed prices did not give acceptable returns the prices were 

ir.creased by assuming a 30% increase in the standard grade. It can be Sden 

thAt under Taita ranching conditions the breeding operation is still very 

marginal with an 11% rate of return but the pure steer operation is acceptable 

(22%) if liveweight gains of 204 grams per day are obtained. If twice the 

stocking rate per_hectare._~ be ob\~:tned tllen the ,returns on, the breeding. ~dd 

rea~~_ acceptable levels as can be seea from the follOwing table: 

Roughly equivalent to steer pUlchase price rising 20%. 
Equivalent to about 30% increase in standard grade or if the steers put on 
240 grams/day. 

11 Total income from breeding herd less costs at 180/- per animal per unit 
(ISh. 466,OCI0/-) divided by number of an1;l.als, sold. 

4/ Value of stflers sold less purchase price (212 kg x KSh. I- 70/- coats) and 
two years operating costs<! ISh. 180/- per year. 
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Stocking Policy Breed f Steers Steers only Breed plus Steers Steers only 

Average sale weight of 
breeding herd stock 
kg CDW at full deve
lopment 

DLWG of purchased steers/ 

:.60 

grams per day 204 

(Average wt. rourchased 
steers sold -kg· CDW) 173 

FRR 11% 

Costs plus 10% 7% 

plus 20% 

Benefits plus 10% 16% 

204 

173 

22% 

15% 

8% 

30% 

160 

204 

173 

16% 

11% 

6% 

221. 

204 

173 

23% 

15% 

9% 

31% 

36. Another one possibility was investigated by assuming that the average 

weight of cattle sold from the breeding herd was heavier than the FAO report 

indicated and that average cattle weights would rise from 130 kg CDW to 170 kg 

CDW and this was combined with the June prices and an assumption that Government 

wished to increased prices in real terms by 6% p.a. to 1980 and 2% to 1985. The 

heavier runch herd carcass improves the rate of return by about 2% but does not 

make the proposed new prices acceptable. The value of increasing the real meat 

prices by 6% in the next four years is sig~ificant &nd would make the breeding 

herd and steer herd policy acceptable if prices of Standard grade were also 

raised 30%. 

Stocking Rate < 1:7.2 ha , 
Stocking Policy c;;:iC Breeding stock and steers > !! 
Sale weight of ranch 

bred cattle <:: 170 kg ". 

DUvG of purchased 
steers ( 172 grams/day )-

Prices June Prices 

Prices Changes No increase 3% 1976-85 6% 1976-1980 
O.~% 1981-85 2% 1981-1985 

YThe effect of purchasing steers e ~ry two years instead of annually •• 
tested and this resulted in the loss of about 1 percentage point in the FAQ. 



F1Ul -1% 2% 7% 

Benefits I- 20% Y 6% 9% 14%. 

Benefits I- 40% 12% 17% 22% 

Costs I- 10% -5% -2% 3% 

Costs I- 10% 
Benefits I- 40% 8% 12% 

Ranches Equity, Loan Repayment Period and Income 

37. Financial rates of return by themselves, however, are not 

sufficient to ensure viability. The amount of the ranchers contribution 

(equity), terms of the loan, effect of taxation and cash income to ranches 

are also of importance. 

38, Cash flow tables have been prepared for the breeding and steer 

herds assuming (a) 30% price increase in standard O-Ter presently proposed 

(Tables 5 and 6), and (b) a 15% price increase on (a) Tables 7 to 8). Similnr 

information have been extrapolated for pure steer enterprises (Table 9). The 

fnllowin2 summarizes the viability of the possible alternative. 

(a) Proposed prices plus 30r, .fo1". Standard grade on ranches with a 
carrying capacity of 1:7.2 h~. 
(i) A ranch with breeding herd plus steeld is"only viable" 

if ranchers contribute more than 50% equity and terms 

of loans are 20 years with 3 years moratorto-. There 

would be little income in first seven years. If a 10-year 

loan maturit, was given the first annual surplus would be 

in year 12 by which time a large deficit woul~ have been 

formed (~able 5). 

£I Equivalent to about 30% increase in standard price. 
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COIlclusiOl1s 

41. BasK on the model, the JUDe 1976 prices are inadequate. Any 

further new Company or Cooperative ranch development at the COLst should 

only be considered: 

(a) In the case of ranches with breeding herds if the JUDe 

prices include an increase of 30% for Standard grade and 

the P'AQ and Standard grades are further increased by 15% to 

XSh. 8.05 for P'AQ and KSh. 7/23 par kg for Standard, followed 

by a 3% real annual growth in prices until 1980). The loan 

period should be increased to 15 years to give a reasonable 

income to ranchers and some leeway for bad years (for which 

a reserve fund equal to one year's sales should be gradually 

built up by the ranch). Ranchers must supply at least 30% equity. 

(b) It would be possible to develop a ranch carrying only steers 

if j~e. _ prices are used including an increase of 30% in 

standard grade (followed by a 3% real annual growth in prices 

until 1980). 

42. It is also apparent that a slower and more cost conscious method 

of development must be established the principles of which may include the 

following: 

(a) Phasing of investments starting with a single water point 

and one dip only and mak.:1ng all further investments condition.al. 

upon satisfactory performance and cont.ributiOl1 fr~ members. 

(b) Insisting on the minimum of investments i.r .• in particular 

with respect of housing only construct roundavels in the 

first instance, the manager could be awarded a cash 

compensation of KSh. 1,000 p .a.J. _~ _ ;he_ ~~.~~_ v~Elc1:~ __ . 

instead of a tractor and trailer and a landrover cost1Da 
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ISh. 180.000 togethe~ purchase a 1 ton pickup for KSh. 40.000 

and hire a tractor for cutting and clearing firebreaks. 

(c) Restrict operationS initially to a steer fattening euterprise 

to: 

(i) maintain maximum flexibility. 

(ii) make best use of seasonally available water and thus 

of seasonally increasing stocking rates to increase 

long term average; on this bas:l.S al though only a 

quarter of the ranch might have permanent water a wider 

area could be utilized. 

(iii) simplify management. 

(iv) provide a market for LMD steers. 

43. The adoption of a minimum investment plan could give greater 

financial rates of return than the model although development would be 

slower. A clause in the loan agreement should limit and specify the 

maximum number of breeding stock to be kept in the ranch. 

44. In more favorable areas consideration should be given to reducing 

tne size of the ranches restricting them to areas that can be served by one 

or two permanent boreholes 8,000 to 16,000 ha ranches. This might encourage 

greater numbers of members to join the ranch and equity needs would be less 

daunting. 

Recommendations 

45. It is recommended that no new company ranch development take place 
(prices suggested). 

until prices are more favorable/ On new ranches where loans have been 

approved by AFC but disbursement not taken place, the loan should be withdrawn. 

AFC should give consideration to stopping disbursement on other loans where 

only a little disbursement has taken place. AFC would have to investigate 

the legal implications of such action before taking it. 
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46. When new ranch development loan. are given, emphasis should 

ba placed on minimizing co.ts, ensuring adequate equity contribution at 

tha out.et, adopting a phased. program and use purchased. steers as the 

ba.i. of the program in the early year •• 
Management 

47. The Range/Division with its field staff should institute a 

recording and monitoring program to record changes in anilDal and range 

productivity on these new ranches. Tra:ln1ng of ranch staff should be 

intensified. 

Prospects for ~ew Company and Cooperative Ranches at the Coast 

48. The Coast Provincial list of ranches identified to date as under 

development and to be developed is given in Table 10. Coast rangeland 

under some form of development amounts to 647,000 ha with a further 1 million 

ha requiring development. 

• Ha '000 
Under To be 

Devel0E!ent lJ Developed Total 

Taita (Company/Coops) 223 (12) _142 (ll) 36S.. 
Kwa1e (Company/Coops) 21 ( 1) 222 ( 6) 233 (6) 

Group Ranches -174 ( 5) 174 (5) 
Kilifi (Company/Coop) 26 ( 1) 181 ( 3) 207 (4) 

Group Ranches 82 ( 5) 82 
Galana Ranch 304 ( 1) 304 
Tans River (Company/CoOp) Sl ( 1) 123 ( 6) 174 
Lamu (Company/Coop) 22 i.!2. 113 1J2.. 135 -

647 (16) 1~0~-1- ~~6.?4-

1/ Includes ranches not financed under 129/477-KE. 
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49. Delays have occurred in the registration of ranches in Kwale 

and Lamu; the first because of the desire not to register land that cannot 

be used because of lack of water and the latter because the needs of the 

local people had to be fully taken into account. Differences of opinion 

have had to be resolved but according to the Lands Department and Provincial 

Commissioner, Coast Province, these unforeseell. but necessary delays have been 

overcome and registration is now taking place, 

50. The Coast Range program will require close supervision and 

monitoring by extension staff of RMD and AFC. The organizational aspects 
the previously unoccupied areas of 

could prove more difficult than in/Taita. The proposed Kishushe and Osa 

ranches in Taita already have graziers using them; reorganization Dn the lines of 

the Kitui cooperative ranches.may take time. 

51. The four big Kwale ranches are on unoccupied land (except for 

some Masai who have moved in from Tanzania) but the people who could best 

contribute stock for their development from the overstocked areas of Kwale 

still prefer to remain there and sell milk to the Mariakani milk scheme. 

Membership of the proposed new Kwale ranches could be increased and used to help 

destock some of the Group ranches that are planned for Kwale. Mwereni for 

example, with an assessed carrying capacity of 7,000 cattle has 14,000 cattle 

owned by 203 people. Many of the owners loan their cattle to stockless 

people who herd them and in return can milk them selling the milk to the 

Milk Scheme. Other Kwale Group ranches have similar problems. The develop

ment of the new Kwale Company ranches therefore could be integrated into 

overall Kwale development objectives even if it takes time to organize. 
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Loan Requiremnts for Existing Ranches 

32. Most of the new ranches established under 129- w ul benefit 

from further development, particularly more wte points, reticulation, 

handling facilities and a few dips. Topping up loans so far have been for
 

the
operating costs, and more money will be required for this purpose if 


ranches are to survive. It is estimated that the following might be
 

required for existing ranches. More pvecise estimates are depenAent on the
 

suggested review. KSh. '000
 

6 water points, equipping and
 
and reticulation C KSh.302,000 1,812
 

4 dips and yards (2 KSh. 30,000 120
 
5 operating costs@X'.h. 600,000 3,000
 
5steer_ purchaseq KSh. 1,800,000 9,000
 

Total required 13,932
 

Loans if members subscribe 30% equity 10,352
 

Total Loan Requirements for Project
 

53. Present information suggests that a further sixteen new Company
 

ranches (611,000 ha) could come forward in addition to the 3 new ones
 

already approved (49,000 ha). They comprise:
 

mailto:costs@X'.h
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AreaDistrict 	 Ranch Nme (a .!000) 

Taita 	 Wananchi 16
 
Kishulhe 31
 
Osa 24
 
Msamuli .6
 
Shako 3
 

Kwale 	 Lunga Lunga 41
 
Kwale Ranch 32
 
Mwambeja 48
 
Dakota 10
 

Kiliffi 	 Kilifi 41 
Kilifi ADC 100 
Chakama 40 

Tana River 	 Givitu 39
 
Wachu 31
 
Kitangale 24
 
Kondertu 12
 

Lamu 	 Amu 
 33 
Tullu 40 
Witu angoro 32 
Buyra 
 8
 

16 ranches 
 611 hectares
 

Average size 
 41,267
 
The following table compares size and utiiization of loan funds for the
 
3 new Coast Company ranches with loans so 
far approved under 477-KE
 

(Annex ler. 

KSh. per Hectare - e-_.

Ranch 
 W.C./ 
 Steers 
 Total
Size Ha. Dev. 
 Interest 
 Loan
 

Original appraisal

model costs 28,000 43/- 3/-
 14/- 60/-


Loans approved so far 16,300 66/-
 20/-
 69/- 155/-

New model total 	costs 28,000 61/- 77/- 43/-
 181/-

New model loan (70%) 
 - 42/-	 54/-
 301- 126/-

If AFC met 30% of the investment costs then loan requirements for development
 

of these ranches would amount to:
 

Dvlopment 
 O Steer Purchase Total
 
KSh.'000 25,662 
 32,994 
 18,330 
 76,986
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54. It is estimated that development might take place on half the 

area or half the ranches before the end of 1979. 
 For convenience the
 

ranch model has been used for annual loan requirements based on 5 ranch
 

models being started annually.
 

55. The full development on these ranches will not take place for
 

the following reasons:
 

(a) Review of existing loans will take time and priority should
 

be given to consolidating and improving their position.
 

(b) Producer price adjustments have to be made.
 

(c) The increase in equity contribution to at least 30% and
 

preferrably 50% will delay the start of 
some and allow
 

partial development only on most since the equity will be
 

slow to be found.
 

(d) New project ranches are being situated in new districts with no
 

previous history of development and as with Taita at the begin

ning organization, management and financial aspects will need 

more attention.For this reason KSh. 43,440 or just over 50%
 

of the funcb required for full development have been included
 

for the new ranches, i.e. half the area would receive full
 

investment or the area would receive funds for 50% of its
 

development. 
In view of the above constraints this could
 

prove optimistic but the mission believes that there is
a
 

need for development to take place quickly and that it could
 

take place if the excess cattle in Kwale/Kilifi could be
 

mobilized as equity.
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56. 
 The following table anticipates 5 new ranches per year being
 

added to the program:
 

--- Loan Requirements 1/---

Year Development 

No. of 
Ranches 

Ha. 
('000) 

(KSh.'000)
Development Operating Total 

1/2 Existing ranches 
already approved
(excl. Kitul) 4 - 4,500 6,300 10,900 

2 Galana 1 - 2,000 4,000 6,000 

1/2 New already approved 3 49 3,249 4,357 7,606 

Sub-Total 8 49 9,749 14,657 24,406 

2 Existing ranches to 

3 

come forward 

New ranches 2/ 

5 

5 

-

200 

1,352 

5,855 

9,000 

11,715 

10,352 

17,570 
4 I 5 205 5,225 11,610 16,835 
5 it 6 205 3,470 5,565 9,035 

Sub-Total 21 610 15,902 37,890 53,792 

Total Loans 29 659 25,651 52,547 78,198 

Appraisal Total Investment 21 588 25,227 9,677 34,904 
Loans - - - - 28,000 

1/ New ranch loans will provide 30% equity participation.
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HUGM-

964 

53.03,3 

20 3 .6 1. 

12,0~4 

-KASIGAU, :56, .616 3, 

N ~ TWI~~UNGA 

TAITA Fanching' Co, 

1 85.0. 

94.0 

4. 3 

5.4 

.4 

5.8 -

6.8 

-6.2-' 

12, ~1< ji Q 

(E.~~~~~ MAml)2/19 11 

I. MWAIGUNDA 

IDA SA CADANA 

Sub-total 3/ 

Apprais'al stocking.rat. 

~GALANA-

- 

yr. 12 

5.1 

50.8 

537,6 

750.0 

00.5~ 

-1.24 

12.0 28.14 

*--' 

;6.9A13.6--

10 

42.3 

34, 15,6 

24. 3'~1800 

~161 & 46.5 

. 

r4 

ki 

TOTAL' 1,287.1 18. 41, 50.4 

l/ No diffcrentiati.on between calves 'and.olde stock' ~~ ~n[ae

2/ In aiddtion tojits own cattle Taita- Ranching Compa'ny ,is, carryingcattle.
.4~,-for'kitc cliairmntIr. Edward tsav who is waiting - or- waeter,-ob7 

supplied tohis own ranch aind about1450,head Eave been maintaind on 
a grazin feebase Lor butecrL Bell ;of 'ombasa: 6' uojufu1 :i1ncom2e,; inthw
early days an osbeslgout~etQ. 'Lkor.- Of aiIarefwtr 

- _~upyj to asiau ranch Tai.ta auJu y wa a upplyibs 
4watar~for the YKasigau,herd on 15 days per ,lnnth ;-some grozigbytc 

3/-alaaR-?nh c'nie aed.before the pro]c anc~a2i- a.ta'wildlicttr 4 anch~ng crnt(-rp j~, 6vering ,750 000 acrps.'I-It hasbeew' ass'umedthe Missio tfjat 1s1 
-intit ie'tjneyi_ cnt was sufizii t develop ,1OO,00Sacres 1buL1Ais--is'an artiitrary uL~supton "sice, he ines~mea p 1

com11rcnvTotht)--;which in 4 ttbaffe ;te& a rn,7mjor rI g re.4-1Lonno Lor Cuk-ra-ich (25,00' acres)- Fi,). F.(,00~ -0 
C~ ~~~~I er app'Yovt.d~div,972 but, according to the ,1oa_ balances'fo rcl 

fni'pc, -t~ir~r V' Cdh.Le a 
-1jE-. 1 Ct "i izd iu' rrm 1± 
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Qratin Fxa dtureu, sni adwtancht. 1971'and 1974 

7r~~F2723~~ StfadN 64h,, F,8,2 146/8 34'ffi~m :"4-3 '3~ l117, F67~ 

Sunte&nmnt 427 2/7 1v9/4
Dntone 29201Xse 

Vehiclea Licenses 5020 
 -1SInsuirance7 29 3 5
 

Transport adTctr9,458 2 4- 9,~57 7/ 6o 3,125 2/40~
*..~~Tractor Expenses 9;75 130 9Q1ir /0

Drugsand trnary 967 -/75 10,394~ 7/ 99 Drugsandetehnary14, 110 4,863 *'
 

~Dip Fluid 12,8 0 12/-
SokFeed 12,831 9 5I5 91400,7 7 0'~7/00.Livestock Facilities 2576,570- "~ 

Roads and Firebreaks 2 , 6 8 / 80 - > ' 

Maneaneo oosadEquipment 4,073/.. 1/2 4-4 33Maintenance of Building
Lighting 3,8220 1/15
Printing and Stationery "400- 4~ "'' 3& 

'';'3 -1/0K
Postage and Teleconnuinications 755/-i -/25' 1310l~ 1/00


A Human Drugs 
 48 -,3
4,26/ 1/28

Land Rent 426-V8' ~' Audit Fees' 8,l197~; 2/48 -'' I:E'l~2l&1G'775 /6o~ 
AleFes3,500 3,600 y" '-. ' 1 5Q00Allied~~ Fe .'3/25 4/00 6/v''go~
 

BnChrges 85 -/25 438 -/3 1 84i 1/05
 
Court Fines ~ 345 87~ 0/0
Miselan"'3us530 '-/80Micl11us*~r 5,5 465 174 2 4 2 ' 2/41
 

Sub-Total 41,3'12/011152 8
'43,3 12/4 43,031 110/- 1452 E/~ ~Loan Interest Paid '~'39,421h / ~/95 '23,076 17/70 ' 
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ANNEX 5 

KENYA 

SECOND LIVESTOCK DEVELOPMENT PROJECT 
- CREDIT A77-KE 

REVIEW MISSION - FEBRUARY 22 - MARCH 26. 1976 

Commercial.Ranches
 

General
 

1. 
 Before Independence it was estimated that there were about 150
 

Commercial ranches covering 1 million hectares in Rift Valley Province,
 

Central Province and Machakos (Table 1); 
a few other ranches existed or have
 

since been developed in Muranga, Kitui, Meru, .Embu and Kirinyaga, Since
 

1967 increasing numbers of ranches have been changing hands from expatriate
 

to Kenyan ownership and over 50% of the ranches are probably now oumed by
 

Kenyans. 
Under 129-KE and 477-KEAFC has approved loans for 
51 ranches with over
 

200,000 hectares ranchland.
 

2. Loans are required for:
 

(a) 
Further development on existing established ranches.
 

(b) Financing the establishment of new ranchers on newly
 

purchased land accompanied by some development; the least
 

developed ranches have tended 
to be the first to change
 

hands because they are cheaper. The alternative 
to not
 

providing finance to assist in the 
transfer of ownership
 

of these ranches, however, as has been seen on ranches not
 

receiving credit, is 
a drastic fall in production, and a
 

breakup of the unit into small 
 farms owned by
 

shareholders from which they harvest 
 little and from
 

which there is a very low level of animal production. In
 

national economic 
terms financing and supervision of new
 

Commercial ranches prevents a decline in production as well
 

as making an attempt to redistribute income.
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(c) Continuing to finance Commercial ranches financed under
 

129-KE.
 

(d) Financing new cooperative ranches in areas like Kitui,
 

Machakos, Meru, Kirinyaga where traditional livestock
 

owners wish to manage their land under cooperative
 

management.
 

3. 
 Under 129-KE, 38 ranches and 4 feedlots covering 170,000 ha
 

received disbursements totalling just over KSh. 25 million; 75% 
of which
 

was for working capital and steers. 
 25 of the ranch loans went to new
 

Kenyan ranchers. 
KSh. 15.0 million is presently outstanding on these loans.
 

4. 
 So far 10 ranches and 1 feedlot with 46,000 ha have received 477-KE
 

loans (11 ranches if the Kitui ranch classified under Company ranches is
 

included) totalling KSh. 9.6 million; 
56% for development if the KSh. 2 million
 

for the feedlot working capital is excluded, of which 45% is for development
 

purposes. 
A further 6 loans with 25,000 ha for KSh. 9.5 million is in the
 

process of being approved, of which 62% 
is for development. About 73% of the
 

approved development loans are being used on purchasing breeding stock and the
 

majority of the remainder for water supplies (Annex 16 
Table 9). Most of the
 

ranches are owned by new Kenyan ranchers. Two ranches, Ereri and Kikapu, and a
 

feedlot Midas, receiVed loans under the First Project.
 

5. Although Commercial ranches originally received the most
 

funds disbursed under 129-KE repayments have reduced the amounts out

standing under the program to 
35% (KSh. 15 million) of the 129-IU port

folio. 
 The KSh. 19.0 million approved under 477-KE represents 40% of
 

the money approved making Commercial lending a close second to Company
 

lending (51% outstanding under 129-KE and 52% of 477-KE approved). 
 Under the
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first project arrears are now 7.3% of the amounts disbursed and due for
 

repayment. 
Under the second project some are in arrears on interest
 

repayment.
 

Financial Position and Returns from Commercial Ranches
 

6. The mission visited a number of Commercial ranches. With the
 

exception of Ereri ranch and several ranching cooperatives it was not
 

possible to 
obtain any financial information as AFC's collection of audited
 

annual accounts of this sector is poor and needs improvement. At a ranchers
 

meeting in Nyahururu the mission was told that beef prices were too low and
 

had not kept pace with costs; established ranchers found it difficult to
 

cover their costs and they would not invest at present prices. One estimate
 

given during the mission was that since 1972/73 (Appraisal) operating costs
 

had risen 100% and beef prices 38% 
for ranch cattle; investment costs had
 

risen even higher.
 

7. There is no basic example of a Commercial ranch since the require

ments of each ranch are different. 
The appraisal model reflects development
 

requirements on a partly developed ranch. 
By updating the appraisal model
 

investment costs (Table 3), doubling operating costs to KSh. 166/- per animal
 

unit and increasing sales income by 38% it is possible to 
see that at March 1976 

prices the finaficial'rate of return on these ranches has dropped from 12% 

at appraisal to 5%. The increase in prices in June 1976 increases the 

f1inanc,-ialI rate of return to 11%.. Iftfhe Sadrdgae ee
 

raised also by 30% the rate of return would be in the region of 16%. 
 The latter
 

return, however, is very sensitive to increases in costs. 
 The animal unit costs
 

of KSh. 166/- per animal unit compared to the often quoted figure of KSh. 180/
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may be low. An increase of 10% in costs would reduce the return to 
12%.
 

Prices used in the budet are based on a graded price depending on weight
 

which is supposed to reflect the proportion of animals that might go into TAQ or
 

Standard (Annex 3 Table 
 ). However, this may well overestimate the returns on the
 

poorer ranches where finishing may not be done well and where ranchers must
 

rely on higher butcher prices to get good returns for their cattle, other

wise, a high proportion of their animals will grade Standard and receive a
 

lower price than budgeted.
 

8. It would seem therefore that in the case of experienced established
 

ranchers or 
those with 75% equity and over in their ranch that a change in
 

prices for FAQ to KSh. 
 7/- per kg CDW and Standard grade to KSh. 6/30 per kg
 

CDW might encourage them to invest although their attitude could still be
 

adversely affected by a combination of 9% loan interest, taxation at 40%, 10%
 

inflation, and Government's recent poor record in adjusting producer beef
 

prices to keep pace with inflation. Assuming no other debt on the ranch and
 

a 15 year loan repayment period the average annual surplus before tax in the
 

model in the first 10 years is KSh. 125,000 (US$15,200) which after 40% tax
 

would still provide an incentive for an individual (Table 4). However, it
 

would not be so attractive if it had to be shared by 100 members, and if there
 

was an appreciable ranch purchase debt to repay. 
 Commercial ranches with
 

perhaps only 30% equity and trying to 
pay off land purchase, fixed assets,
 

breeding stock and operating cost debts would still find it difficult with
 

these prices, and the model indicates that prices need to be increased by a
 

further 15% (i.e. FAQ 8/05 Standard KSh. 7/25), 
if adequate incentives are to
 

be provided for these ranchers and often their iany members. 
As with new
 

Company ranches these newly purchased Commercial ranches should rely much more
 

on fattening of steers from the No'rth East.
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9. 
 The actual pattern of AFC lending with a high percentage of loan
 

funds going for breeding stock and working capital suggest that the majority
 

of loans are being used for helping with the takeover of ranches rather' than for
 

development; also that the low nroducer nrices ncessitate 
ore working capital
 

since ranch income is not meeting increasinR coats (Table fnllwinR 
nr. q)*
 

Appraisal missions and Government have overestimated the funds required for phy

sical development at this stage in the takeover cycle. 
The review mission has not
 

altered this emphasis on development in the model(since it believes there is
 

room for more 
than is taking place and prices should improve), but suggests
 

that a closer look be made at this sector to deternine what are the actual
 

needs. 
The mission model provides only 29% (KSh. 52) of the KSh. 180 per ha
 

for working capital, 
compared with KSh. 103 per ha at present. It 
is possible
 

that for the further period of the Project more working capital will be required
 

at the expense of investment but closer scrutiny must be maintained on require

ments. 
Maximum equity participation must b 
obtained and producer prices must
 

be kept in line with rising costs.
 

Use of Loans
 

10. 
 There are some apparent inconsistencies requiring examination in AFC's
 

lending pattern to this 
sector when compared with New Company ranch lending
 

at the Coast. 
As will be seen from the following table, investment in facilities
 

on a per hectare basis on Commercial ranches is 50% more than that put into new
 

Coast Company ranches yet the Commercial ranches are supposed to be going concerns
 

already having some development. 
Even though stocking rates in Laikipia are
 

double that at 
the Coast, loans for breeding stock are high and consequently have
 

had to be and are matched by a high operating cost 
loan. Greater reliance on
 

fattening purchased steers could lead to 
a reduction in size of loans, better
 

cash flows and possibly greater profits. 
Presently, these Commercial ranches
 

are being financed by AFC as 
though they are new ranches as is shown by the
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fact that the Company ranches with stocking rates similar to Co mercial
 

ranches give similar rates of return to the model, 16% 
(Annex , para 34).
 

Another aspect that needs careful attention is that ranches are generally
 

small and there is therefore a desire to overcapitalize and overstock in
 

attempt to get more out of the ranch than it is possibly capable of producing
 

with the present production system. By keeping costs to a minimum the model
 

reduces the amount of loan to KSh. 180/- per hectare compared with KSh. 239 at present.
 

Investments and Loan KSh. per Ha
 
Actual 129-KE 1972 1975 1976
 
Disbursed 477-KT Appraisal Actual Ranch
 
1970-74 Estimate Loans Model
 
Appraisal Total Approved Total
3 New Compan,: 
 Est. in Brackets Investment 477-KE Investment
 

Ranches 
 Required Required
 

Commercial Ranch
 

Development Capital
 
Facilities 16 (50) 61 
 36 107

Breeding Stock 19 (5) 
 16 101 12Existing Stock N/A 142 N/A 
 201
 

35 (55) 219 137 
 320
 

Working Capital
 
Steers 34 ( 8) 36 58 50
w/Capital 39 (20)-
 13 46 
 28
 

73 (28) 49 104 78
 

3 New Coast Company Ranches
 

Development Capital

Facilities 18 (18) 
 17 24

Breeding Stock 16 ( 1) 9 42 

55 
5Existing Stock N/A 17 
 NA 17
 

34 (19) 43 66 
 77
 

Working Capital
 
Steers 30 (17) 14 
 69 43Working Capita" 7 ( 6) 
 3 20 42/-

Interest N/A - .1 

37 
-

17 89 100/
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Future Demand
 

14. It is estimated that another 30 ranches might apply over the next 

3g years requiring KSh. 18.5 million making a total of KSh. 37.6 for this 

sub-proj ect. 

No. Ha. Development Working 
Ranches ('000) Loan Capital 

Loan Total 

1 
2 

10 
6 

46 
26 

4,250 
5,474 

5,334 
4,086 

9,584 
9,560 

Sub-total 16 72 9,724 9,420 19,144' 

3 
4 
5 

10 
10 
10 

44 
44 
44 

5,603 
5,603 
2,366 

2,314 
2,310 

338 

7,917 
7,917 
2,704 

Sub-total 30 132 13,572 4,962 18,538 

Total loans 
Appraisal 

46 
100 

204 
350 

23,296 
74,420 

14,386 
16,833 

37,682 
91,250 

Total 
investment 
Cost 

Appraisal 
Total 
Loans 73,000 

Round up Meeting 

15. At the round up meeting in the Ministry of Agriculture the mission
 

recommended that: 

(a) Further lending should only be done after very careful
 

examination of budgets.
 

(b) Since many ranches may have high loan burdens a review of 

Comercial ranches with loans should be undertaken to ascertain 

their financial state. 

Recommendations and Conclusions
 

(a) To make many of the newly purchased Commercial ranches a
 

satisfactory financial investment producer prices for FAQ
 

and Standard grade should be raised to KSh. 8/05 and KSh. 7/25
 

per kg.
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b) 	The financial state of all Commercial ranches with loans should
 

be reviewed (ifthe work has not already commenced).
 

(c) In estimating loan requirements more emphasis should be placed
 

irstilizing existing fixed assets and greater use of purchased
 

steers at the expense of breeding cattle.
 

(d) 	AFC must receive regular financial statements from 129 and 477-KE
 

ranches and in conjunction with MD undertake annual reviews of 

their programs. 

(e) 	RMD must institute a more intensive extension and training
 

program on 129 and 477-KE ranches. District Range Officers
 

should undertake regular visits and reports.
 

f) In the next three years an attempt should be made to develop
 

a series of ranch models which justify and reflects broadly
 

the main needs of the different ranching groups now requiring
 

loans.
 

(g) 	It is estimated that another 30 ranches covering 132,000
 

hectares might qualify for Project loans totalling KSh. 18.5
 

million. 
The Project would finance 46 ranches (204,000 ha)
 

totalling KSh. 37.7 million compared with an appraisal estimate
 

of 100 ranches (350,000 ha) for KSh. 91.0 million.
 



- -

~mu 5 

Im
 

SECOND LIVESTOCK 	 DEVELOPMENT PROJECT w-CREDIT 477-U 

RE7IEW MISSION -	 FEBRUARY 22 - MARCH 26. 1976 

Distribution of Existing Ranches (in 1958) and 
Estimated Area Covered Under Credits 129/477-4 

Distribution of Ranches 11 1958
 

Area Laikipia Rift Valley 2/ Machakos Total 
(He) No.. Z No. % No. z No. Z 

0-2,000 26 28.3 14 46.7 11 32.3 51 32.7
 
2,000-4,000 16 17.3 8 26.7 7 20.6 
 31 19.9
 
4,000-8,000 21 22.8 1 3.3 7 20.6 29 18.6
 
8,000-12,000 12 13.0 4 13.3 9 26.5 25 16.0
 

12,000-16,000 7 7.6 1 3.3 - - 8 5.1
 
16,000-20,000 2 2.2 2 6.6 - - 4 2.6
 
Over 20,000 8 8.7 - 8 5.1
 

92 99.9 30 99.9 34 100.0 156 100.0
 

Ranching Area
 
('000 ha) 696 139 162 997
 

Average Ranch
 
Size (ha) 7,567 4,643 4,754 6,447
 

Total 
Loans Approved 129-KE.: 	 Including
 

Other 
Laikipia Rift 	Valley 2/ Hachakos Districts 
No. Ha. No. Ha.- No. Ha. No. Ha 

('000) ('000) (000) ('000) 

Naivasha - - 7 19) 
) 26
 

Nakuru 3/ - - 8 7)
 

Nyahururu 18 88 - -

Nanyuki I" 88' 

Machakos 	 . . . . 5 19 

Total 18 88 15 26 5 16 38 1)
 
Kitui/Karugoya 
 4) 	(37)
 
Loans Approved 477-1 (excluding senond loam to 129-UaE): 

Naivasha " " 9 . . . . 
Nakuru - - 4 6 . . . . 
Nyatiru- - 1 12 . . . . 
Nanyuki 4 17 

sachako 	 - _ 2 14 
4 17 6 27 2 14 12 58 

murans--	 1 3 

1/ 	From 3. Morrison, A Report on a Survey of Ranching in Kenya Eighlamds.
Maso., Nairobi, 1958. The report covers the previously European 
owned ranching areas and relates to the ranch types covered by Comercial 
ranches under the Project.

2/ Fr c arative purposes with 1958 distribution Nyaktm is Included 
in Rift Valley Province. 

3/ Distribution of ranheas betwe districts subject to revisima. 

Anmus 30. 1976 
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ANN~EX
 

KENYA 

SECOND LIVESTOCK DEVELOPMENT PROJECT - CREDIT 477-KE 

REVIEW MISSION - FEBRUARY 22 - MARCH 26, 1976 

Group Ranches - Narok, Kaliado. Samburu & Kwale 

Part I - Kaliado and Narok Group Ranches 

1. The November 1977 Supervision mission called for a review of
 

the Group ranch program observing that "they appear at present to be
 

very much more a concept th-; a working proposition --
and more an ox.rcise
 

in acquiring title to 
land than an effect [.vL means to commercializing beef
 

production." The report questioned whether group oniership of grazing and
 

individual ownership (a m-f 
 i communAl svste:z) 
 could result in proper
 

management of cattle and pastures. 
Because of the lack of control within
 

the groups it noted the serious overstocking situation building up in
 

Masailand due to:
 

(a) installation of additional water leading to overall
 

increases in stock numbers.
 

(b) reluctance of Masai to reduce cattle numbers and their
 

desire to increase numbers.
 

(c) reluctance to 
give up the nomadic existefnce.
 

Overstocking
 

2. The prevailing stock situation is serious and gives concern
 

not only for the environment and the possibility of future human suffering
 

following major stock losses but also because it reduces considerably the
 

possibility of bringing about agreed change with the minimum of coercion.
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The Project is not responsible for the overstocking. The build up of
 

stock numbers was inevitable and necessary under the traditional system
 

whereby individuals wish to feed themselves from their own cattle and
 

achieve a degree of (temporary) independence. The problem has not neces

sarily been due to 
the people's intransigence but to the time it has taken
 

(since 1964)to develop the framework in which the necessary fundamental
 

changes in the traditional system can take place. 
First of all the Group
 

ranching idea had to 
be accepted (1965) then registration passed and money
 

found to adjudicate the land 
(1966-70) followed by delays in investment
 

(1969-71), by which time overstocking began to present problems in the
 

allocation of quotas (only 6 groups had agreed to quotas by 1975).
 

Since the time of 
the last catastrophe in 1962 the cattle DoDula

tion in Kajiado has increased from about 250,000 head in 1962 to 700,000
 

head in 1975. 
 The correct stocking level in relation to existing infra

structure i.e, 50,000 head was reached about 1970/71 when the First Project
 

got underway. 
As the Masai said frequently up to 1972, "we have had land
 

adjudication 
 but nothing has changed, as far as improvements to our grazing
 

is concerned." An appreciation of the historical perspective gives some
 

clue to the problems of the present.
 

Cattle Population
 

....-
Kajiado District----
 ----------Kaputei Section-------
(2.1 m ha.) Stocking

Cattle Nos. 
 Rate Area Cattle Nos, Stocking
Year ('000) (ha.) ('000 ha.) 
 ('000) Rate
 

1944 
 347 
 6.0 324 
 90 
 3.6
1952 
 500-580 4.2 to 3,6 
 324 NA 
 NA
1961 
 757 
 2.8 324 150 
 2.2
1962 
 200-300 
 10 to 7.0 324 
 30-38 
 11 to 8.5
1965 
 350 6.0 221 
 4.6

1968 
 450 4.7 221
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Oblectives
 

3. Using the Project as a major tool the Government aims to
 

achieve in Narok and Kajiado (and Samburu) the following interrelated
 

goals:
 

(a) Gradually change the pattern of livestock production
 

from one of basically milk subsistence production to
 

cash production from milk and meat products.
 

(b) Replace the high value milk and meat products in the
 

diet by alternative cheaper foods.
 

(c) 	Bring about a more stable production by ratiotalizing
 

land use and limiting stock to the correct car ying
 

capacity in one year by permitting groups of people to
 

manage their land to their best mutual advantage without
 

interference from outside.
 

(d) 	Provide the condition for major investments (on loan terms)
 

which can increase the net output from the land several
 

fold over a ten year period.
 

(e) Increase the incomes of the poorer members (the majority)
 

through increased production and depending on the wishes
 

of the people, some redistribution of stock wealth which
 

might be possible if stock carrying capacity can be
 

increased.
 

(f) Incentives for wealthier members might be provided through
 

herd 	stability, greater incomes, less responsibility for
 

the 	poorer members (perhaps controversial in view of its
 

socio-political aspects).
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(g) 	Definition of the depth of the poor pastoralist problems.
 

(h) 	Apart from increasing production to accommodate growth of
 

population it is intended to improve education and
 

other service 
to allow the surplus population to be more
 

mobile and employable.
 

(i) 	Bring about a fundamental change in social relationships
 

from one of deep interdependence to 
a much looser society.
 

(j) 	To be successful in broad terms the advantages of each of
 

these goals individually and collectively must provide
 

sufficient incentive for the majority to appreciate the
 

advantage and be willing to enforce the change from the
 

traditional to the new system through their own self-enforced
 

discipline, calling on Government where necessary to assist
 

them in overcoming outside or minority interference.
 

Achievements
 

4. In physical terms the two projects have had little impact on the
 

Masai problem. 
The impact has been mainly sociological, making the Masai
 

discuss their problems and the few improvements made by the Project have
 

demonstrated the value of mcre water, dipping and better bulls. 
While the
 

technical improvements 
are very much accepted, it remains to be seen whether
 

the program will lead to long term changes and improvement in land use. 
Not
 

so much because of traditional attitudes per se but because of the serious
 

nature of the basic economic problems to be solved by the method being
 

introduced. The traditional system now being used will lead to certain
 

destruction of the land in the long term. 
The Masai utiderstand this but
 

their personal time scale 
in terms of life span and immediate need
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to provide everyday sustenance is short term and the traditional methoda
 

have so 
far been the only ones to satisfy them. It is nearly 15 years since
 

L. H. Brown, Kenya's Chief Agriculturalist, first described the essential
 

problem of the pastoral people of Kenya. 
The problem was serious then. 
The
 

time scale for most traditional livestock projects to have major impact is
 

10 to 15 years. 
What is being done today must have relevance to a population
 

that will have doubled in 25 years time. 
 It must be capable of replication
 

quickly and relatively cheaply. 
Progress in this component of the Project
 

has to be measured not only in the number of gallons of milk and weight of
 

beef that will be produced but also what will happen not just to 
the land but
 

to the human beings in 25 years time if 
nothing Is done now. 
However
 

imperfect the present impact is 
it is probably better and may be cheaper in
 

the long run than stopping investment now because one is worried about land
 

degeneration (which will take place anyway  with or without investment).
 

4. 
 Under 129-KE only 5% of the funds loaned to ranchers went to groups;
 

in fact individual ranches in Masai received more money. 
By March 1975 only 5
 
groups had drawn fully on their loans, 2 were 50% complete and the remainder
 

less than 15%. 
However, 15 boreholes were drilled, sufficient to provide
 

grazing within 3 miles for 109,000 ha of grazing. Only about 250,000 ha of
 

Group ranches or 8% out of a possible 3.3 million ha range in Kajiado and
 

Narok districts land adjudication has been completed. 
Development so far has
 

allowed people to overgraze more land or more intensively than they otherwise
 
might have done and if more water is introduced without some stock control it
 
will allow stock numbers to increase beyond past crisis levels and so not 9nly
 
increase grazing destruction but increase the risk of a proportionately
 

bigger catastrophe in the future. 
No development has taken place so 
fir 

under 477-KE. After two years of ranch planning 7 small loans on 27,100 ha 
for Ksh 3.7 million have so far been approved. The following table gives the 
loans disbursed to date, amount of range covered by them and the area remaining. 
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Kajiado and Narok Group and Individual Ranches
 

Percentage

No. Ha Loans KSh.'000 Disbursement Cost/Ha KSh.
Date Ranches 
 ('000) Approved Disbursed Development Approved Disbursed
 

A.- Group Ranches------
Loans Approved Under 129-KE
 
July '74 15 221 1,828 52%  -

Dec. '75 15 221 1',580 2,982 NA 57/- 14/-


Loans Approved Under 477-KE (Narok)

Feb. '76 7 27 3,672 - 39% 137/- -


Other Groups Registered July 1975 - available for loans
 
Kajiado 13 370
 
Narok 18 300
 

Land Remaining to be Demarca':d.,-or-Adjudicated or Registered (July-1975)
Kajiado - ijoo -. . ... 
 .
 
Narok - . 1.200 

B. Individual Ranches (Kajiado) 
 - ._
 

129-KE (Kajiado)
 
July '74 41 25 4,720 2,556 45% 188/- 101/-

Dec. ' 41 25 3,746 2,314 -  _
 

Other Individuals Registered (July 1975)
Kajiado 20 23 - -
Narok 44 22 - 
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5. The Completion Report for 129-KE explained the problems that
 

have prevented more progress and suggested solutions (see Annex 19
 

of PCR). The Review mission examined the problem aga 

and ar-ived at the same conclusions, namely that Group Ranch development 

is dealing with a very complex socio-economic change which will take time
 

to solve but at present there is no better altdrnative. There is no doubt
 

that it has brought about considerable changes in Masai thinking and their
 

,readiness to consider and accept change; just as 
important it has given
 

Government and technicians a greater understanding of the complexity and
 

dimension of the problems. 
The Group ranches are definable units within
 

which groups of people can try to 
come to some agreement on how best they
 

can manage their land to their mutual advantage. The Government has
 

provided legislation and services which 
can support their efforts. In the
 

1960's when the land was generally understocked the Government had the best
 

opportunity to establish the stocking rights with the minimum of dislocation;
 

now the problem is more difficult,
 

6. Many Masai have said they would lVke 
to give up their nomadic life 

and settle down to ranching, and given the deteriorating prospects of the 

traditional system the mission believes this view to be genuine. The people
 

are realizing that there is not enough land for everyone and their children
 

must obtain better education and eventually work outside. The few Group
 

ranches visited that have operated for a while were insistent that apart
 

from community development advantages their stock management obtained real
 

advantages from the investments and practices adopted which included lower
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stock mortality, faster growth rates and higher milk yields and faster
 
steer growth from cross breds where Sahiwal bulls had sired the progeny.
 

Land Tenure and Stock Numbers
 

7. The major problem 
not Yet able to overcome
 

satisfactorily has been the question of controlling stock numbers.
 

Discussion on 
the subject among the Masai has now reached the stage where
 
it should be possible to 
come to 
some conclusion on how the stock quotas
 
are to be administered. 
When the land adjudication legislation was conceived
 

the allocation of stock rights was 
to be 
a central part of the legislation
 
in 
the same way that land rights in land adjudication were determined. 
 Stock
 
number rights were to be allocated as 
part of adjudication. 
This in fact was
 
not covered and it left 
this task to a new undermanned Registrar of Group
 
Ranches Department. 
 The Group Registrar in cooperation with AFC and Range
 
Management has reached agreement on quotas for 5 Group ranches and 
some
 
selling of stock took place but the benefits and continued application of the
 
quotas have been adversely affected by the general overgrazing throughout
 
Kajiado,forcing graziers to find grazing whenever they can and persuading
 
these groups to 
take some of their cattle. 
 For very good and obvious reasons
 
Masai want 
to help each other (as ranchers try to 
do in more developed
 
countries) and will not as yet stop others coming on to 
their land providing
 
they ask permission. 
It is possible to accommodate such a system in a
 

controlled manner under the Group Ranch rules.
 

8. 
 At conception it was believed that land allocation would lead
 
some groups to want to become independent and control their land. 
Dis
cussions with groups that have had improvements suggest that this is occurring
 
and that people want to restrict and select those from outside who -equire to
 
use 
their grazing and certainly request that they pay for any dipping or
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pumped water supplies they use. 
Many say they see the day when people
 

will not be able to cross boundaries without payment of a fee. 
 They perceive
 

that some people within a Group (those with large numbers of stock) get more
 

advantage than the poorer people and believe that they muot be controlled.
 

The perceptions of the Poor, however, conflict with the interests of the
 

wealthy since they (the poor) believe that they must be allowed to keep more
 

stock to provide sufficient for their needs at the expense of the wealthy.
 

The richer members, however, believe that their position 
has been
 

obtained through ability, good stockmanship and the right relations and
 

that the others are importunate and would be better off remaining as
 

herders and helpers for those who know best how to manage stock. 
 These
 

differences will have to be carefully examined and reviewed. 
They are
 

serious but no more serious than those that had 
to be resolved and supported
 

when the traditional form 
of land tenure in the cultivation areas, with all
 

its inequities and vested interests, was replaced by a system of individual
 
a 

tenure which was regarded as/more equitable system by the majority.
 

9. As with the development of the new land tenure 
system in cultivation
 

areas, the opportunity for a progressive ranch to administer quotas will not
 

occur unless the Ranch is certain of long 
term support from Government to
 

restrain outsiders coming on 
their land or more likely if there is a general
 

reduction in cattle numbers throughout the District brought about by Govern

ment inducement or catastrophe. Additionally, the Program will not succeed
 

unless real cash and subsistence advantages accrue to the majority parti

cipating. Initial experience on 
the first groups has been encouraging but
 

the sensitivity of the ranch models and the over-populated nature of 
some
 

groups suggest that much more attention will have to be paid to the economics
 

of the individual in these ranches.
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10. 
 Of course, a more pessimistic interpretation of the present
 

situation is possible. 
It can be argued that the Masai, who are still
 

basically a very close community, have no wish to pursue a proper stock
 

quota scheme and give these explanations as a placeb to. 
This could be
 

demonstrated by the manner in which families have arranged to have social
 

connections in different ranches which could militate against the
 

development of sanctity of boundaries. 
The Masai could be regarding land
 

registration as a means of preventing further loss of land to 
other
 

activities and a way ofconning the Government into providing more water.
 

There are probably Masai who do 
see the situation this way. They do not
 

see how a settled existence can fit with their cattle holding tradition.
 

The distribution of cattle among families 
 establishes the socio-economic
 

structure of the different sections. 
 The distribution of this wealth is
 

constantly changing not only between one major stock loss disaster and
 

another (due in the past 
to disease now more often by drought) but also
 

between families within such cycles caused by the general stockkeeping
 

capacity of a family and the numbers of herders it 
can command. The
 

establishment and administration of quotas within a stocking rate ceiling
 

by elected group representatives must affect the status quo. 
 In its present
 

form Masai society is one of 
laissez faire capitalism with a safety net of
 

socialism feeding the poorer members of the community. The vested interests
 

in maintaining such a society are obvious. 
 However, as the human population
 

increases,the opportunity for all to 
benefit decreases and the possibilities
 

to succor 
the poor decline and are required to be taken over by the state.
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The evolution of this situation is seen in the kaleidoscope of declining
 
in the various pastoral groups
pastoral systemsAin Kenya as each one 
in turn begins to fail to cope
 

with the demands of unrelenting populatioa growth and development of a monetary
 

economy. Thus the present ample stock wealth of the Boran and the Galla make
 

the
them the main "free" pastoral groups remaining. The Somalis, and/Samburu are
 

beginning to have difficulty in obtaining all their needs under the traditional
 

system. 
The Masai have serious problems while many of the Turkana and Pokot
 

have little hope of maintaining themselves from livestock alone and present
 
presently conceived
serious economic problems incapable of solution using 
 /economic methods
 

of development based on livestock. 
 In the case of the Turkana the result
 

has been a breakdown of many tribal customs and constantly recurring famine
 

relief.
 

11. 
 The root of the problem and discussions in Kajiado and Narok is the
 

complex relationships between rich and poor in Masai society using cattle as
 

currency. These relationships are little different from the relationships
 

of the rich and poor in any other society. To advocate that the Masai are
 

not interested in change is to 
ignore the economic, social and outside
 

pressures for change that are 
being exerted on their society at present.
 
stock management


Change from the present/system, however, will only occur 
if the new proposals
 

clearly bring advantage and protection to the majority.. 
The Government
 

certainly believes that the desire for change is real and is backing it up
 

with large sums of money. 
For the mission, and probably the Government the
 

question is not one of whether something should be done but whether what is
 

being dcne is enough or whether it could be done more effectively. Th:
 

following lists some of the problems and factors that must be taken into account:
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Ranch Stock Quotas
 

12. Correct stocking rate and land use is the only way that:
 

(a) subsistence and income can be increased, (b) 
more intensive systems
 

of livestock keeping can be introduced - milk production, fodders, etc.,
 

(c) and more people maintained on the land. 
 Without too many improvements
 

land productivity from domestic stock in Kajiado and Narok can be increased
 

two 
cr three times, withuut stock control,productivity will be erratic and
 

in the long term decline. As with sanctity of title and correct land use
 

in the cultivation areas 
of Kenya, the proper application and maintenance
 

of stock quotas by ranchers and their members is essential from the outset
 

in any development program. While some flexibility in the early stages
 

might be justified by agreeing to investment before stock numbers are reduced
 

there is no justification at a later stage allowing investments to 
be
 

disbursed before some progress has been made in allocating and achieving the
 

correct stocking rate. The availability of credit must be used to 
its
 

maximum to induce change.
 

13. The method of allocation and observance of stock rights is of
 

critical importance and it must be asked as to whether the present methods
 

are adequate. When originally designed the conflict between rich and poor
 

was foreseen and came out very forcefully in the many discussions at Poka
 

Group Ranch in 1964 and 1965. 
 For that reason RMD requested the Land
 

Department to pass legislation which would require stock quotas to be fixed,
 

after consultation with the Group, at the time of land adjudication. This
 

has not been done and it 
is now up to the elected Group representatives
 

to allocate and administer quotas. These representatives are elected and in
 

view of the preponderance of smaller stockowners might sometimes be more
 

representative of them,thus losing the confidence of the wealthier members
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who must be relied upon to make the greatest stock reductions (whether
 
on a pro-rata basis or even greater numbers to help the smaller members
 
increase their stock quota) and who need least the extra money generated from
 
such sales. 
 The wealthier stockowners point out that elsewhere in Kenya, land
 
(inthis case equivalent to stock rights) was adjudicated in relation to what
 
a man had at the time; in the case of smallholder land owners there is no
 
committee that remains to reallocate any portion of his land seasonally, the
 
man can dispose of his land how he wishes. 
A major reason for the breakup
 
of the original Poka Group ranch was 
the failure of the Group to arrive at
 
an acceptable quoua system which could be administered. 
The wealthy and the
 
poor accused each other of not observing the quotas. 
 Both were right and
 
the outcome was unofficial subdivision of the ranch. 
This has not been
 
successful and they are now re-forming to 
try again, as 
they found the
 
advantages of the Group were worth having 
 -an indication of 
the desire
 
to arrive at a satisfactory solution. 
 It will, however, fail again, perhaps
 

irrevocably, unless the Government gives real assistance.
 

14. In ranching there must be some 
flexibility in fixing the stocking
 
level from year 
to year in relation to weather conditions but within this
 
there must be some basic security for the stockowner to ensure his rights
 
are not reduced over a period of time through quota manipulation. 
Should
 
he have a basic minimum quota based on his present stockholding? 
 Perhaps
 
assessed at a conservative rate for example of 1: 12 ha with any increase,
 
which could go as high as 1:4 ha in 
some years, being assessed either strictly
 
on a pro-rata basis or on a differential basis designed to help in different
 
degrees certain stock wealth groups. 
While there can be flexibility in the
 
methods used to administer quotas within ranches according to the people's
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wishes there is no doubt that groups need more assistance from Government
 
staff in developing such systems (and if necessary making legislative
 
changes). Government staff must know what system is being adopted, monitoring
 

its application and the satisfaction that the various stockowners receive
 
from it. 
 This will not be enough. Having obtained the stock quotas for each
 
person to be applied under various conditions the extension service must plan
 
the overall management program for the ranch and equally vital (and a necessity
 
if the overall plan is 
to have any meaning) must examine and advise each
 

member of the group on how best he 
can maximize his subsistence and income
 
within the limits that govern his use of the ranch land.
 

Disparities of Stock Wealth and Some Consequences
 

14. The acceptance 
 and administration of 
 correct stock quotas
 
by stockowners must be accompanied by a recognition by 
Government
 
that these quotas are only likely to be maintained in the long term if the
 
Government does something about the below subsistence level stockowners who
 
will multiply with the increasing population growth. 
As with defining the
 
poor among cultivators it is equally difficult to define below subsistence
 
level stock owners; the latter's position is further complicated by the fact that
 
in an ovqrstocked situation poorer people might temporarily have enough stock
 
while under correct stocking rates they would have insufficient stock ( halving
 

a man's cow population to the correct stocking rate would not 
necessarily
 
give him twice as much milk 
-
certainly not immediately 
- nor would it help
 
supply milk throughout the year). 
 Similarly the effect of seasons are of
 
major importance; where fluctuations in rainfall of 40% around the mean is
 
common, should an above subsistence level holding be classified as one that
 
has enough cattle to supply milk in all seasons? As with szallh61ding sizes it 
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is necessary to talk in general terms.
 

15. 
 If it is assumed that 15 cows might on average provide 75% of the
 

subsistence for a family plus some income then perhaps 40 to 50% of the
 

stockholders in Kajiado and Narok may be at .the basic subsistence level and
 

below (.able S shows that 15 
cows is probably very conservative
 

and it may be nearer 20 to 25). This compares with about 60% of the land

owners in Central Province who have holdings of less than 5 acres in size
 

(40% of the land area). 
 Unlike the Central Province farmers where the other
 

40% of families can intensify operations and employ more labor, the Masai
 

have few alternative work opportunities (other than herding a wealthier man's
 

cattle) and few educational or technical qualifications to offer people outside
 

the district. 
The Masai are seriously concerned and when they have been able to
 

settle down (on the early Group ranches) have rapidly subscribed to schools and
 

tried some cultivation where possible. 
 The following table illustrates the
 

serious nature of the subsistence problem in Kaputei Section of Kajiado and
 

the areas so 
far registered in Narok by comparing stockholdings on 
the
 

ranches so far registered. 
 For example in Kaputei 56% of the families are
 

concentrated on Olkinos, Emboliol, Mashuru and Nkama ranches and had on
 

average only 10 cows 
per family in 1972 when the area was 
probably 15 to 20%
 

overstocked. 
While there are individuals with larger stockholdings on these
 

ranches there will be members with less. 
 Similarly ranches with an "acceptable"
 

average have many stockholders with below subsistence level holdings (certainly
 

if there was pro rata destocking),
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Total Cattle No. Cattle No. Cows
No. of No. Ha. Ha./ Nos. 1/ Per Per
Families Ranches ('000) Family ('000) Member 
 Member 2/
 

Registered Land 
Kaputei 129-KE Ranches 

High Family Ranches 1,010 
Remainder Kaputei 822 

4 
_i 

66 
155 

65 
188 

25.8 
46.0 

26 
56 

10 
22 

Total 1,832 15 221 121 71.8 39 16 

Narok Ranches Approved 
477-KE 506 7 27 53 11.6 23 9 

Total Narok Registered 
No Lans Approved 2,562 23 320 125 102.4 40 16 

Ranches with Under 25 
Cattle/Members 1,095 13 56 51 22.4 21 8 

Ranches with 25 to 50 
Cattle/Members 429 6 53 123 17.8 42 17 

Ranches with Over 50 
Cattle/Members 1,038 4 211 203 62.0 60 24 

16. 
 Group ranches per se, credit, good extension services organization, etc.
 

are not sufficient to alter their fortunes if the present system of stock manage

ment and subsistence presently being planned for these ranches continues. 
What is
 

required to change the situation is 
to develop livestock management systems and
 

alternatives which are sufficiently attractive to individuals and which will
 

increase income and hasten the present trend of moving from milk to maize for sub

sistence. The macro scale models aggregating all the individual herds into a
 

single big herd obliterate 
the problem of the individual. Thus on average all 

but I of the 15 Kaputei ranches are over 6.500 ha and according to the Group ranch model
 
enough to. $rvicea 

(part 4 and Tables 2 to 6) are big /loan yet in practice in Kaputei at least
 

.L/ Kajiado 1972 Census, Narok 1975.
 
2/ 40% Cattle nature females.
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8 of the 129-KE ranches with 73% 
of the families have members whose individual
 

incomes must be very much under pressure, since they have on average 15 or less
 

cows. 
All but one of the 8 ranch loans in Narok are for ranches of less than
 

6,500 ha in size and all members have on average less than 20 cows.
 

No. of Ranches Whose Families
Kaputei 
 Have on Average 1/
 

Ranches with loans approved 
No. of 
Ranches 

0 to 10 
Cows 

11 to 15 
Cows 

16 to 20 
Cows 

Over 20 
Cows 

Up to 6,500 ha. 
6,500 - 11,000 ha. 
Over 11,000 ha. 

1 
3 

11 

1 (106) 
-

2 (342) 

-
1 (68) 
4 (815) 

_ 
-

1 (113) 
2 (90) 
4 (298) 

15 3 (448) 5 (883) 1_(I13) 6 (388) 
Percentage Families 25% 48% 6% 21% 

Narok
 

Ranches registered on which stock data available
 

Up to 6,500 ha. 
 8 (479) 5 (284) 1 (66) 
 -6,500 - 11,000 ha. 
 3 (375) 1 (43) 
 -
Over 11,000 ha. 

- 2 (243) 3 (972)
 

23 11 (810) 6 (327) 3 (309) 3 (972)
 

34% 13% 13% 40%
 

17. 
 Where cattle are short income becomes more important to purchase food
 

and greater pressure to increase stock numbers and so 
overstock. This clearly
 

presents a problem in itself for the ranch planners. 
No recent data is available
 

1/ Total number of families - both rich and poor 
- on the ranches is given in
 
brackets.
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on the former aspect although in 1965 figures from Poka Group ranch and
 

proposed ranches in Ildamat in Narok showed a very high extraction rate of
 

young males from the poorer mr-mberz herds while among the larger stockowners
 

the male herd structure became more normal. 
Although differences in ecological
 

zones in Narok must affect interpretation of data the ranches with the greatest
 

proportion of poor families would appear to have the highest stocking rates as
 

can be seen from the following table:
 

Stocking Rate Cattle/Ha. 1975
 

Families with less than 10 cows 
 2.50
 

Families with 10-20 cows 
 2:97
 

Families with over 20 cows 
 3.40
 

Average 
 3.13
 

18. -
In Kaputei the figures are more variable but if the four


most heavily populated ranches in terms of fewer hectares per family and less
 

than 15 cows per family there was 
the following situation in 1972 (since when
 

the herds will have increased further).
 

Cattle/Hectare 1972
 

Nkana, Nushuru, Olkinos
 
and Emboliol Group
 
Ranches (1,010 families) 2.56
 

Remaining 11 ranches 
(822 families) 3.37
 

Average 
 3.13
 

NOTE: 
 The Project model in year 1 suggests a stocking rate (including
 
calves) after improvements have been made of 1:3.5 ha. building

up to 1 to 
3.2 in the fifth year with a higher proportion of
 
immature stock. 
This could prove optimistic.
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this means 
that those ranches with the poorest stock wealth should reduce
 

their stock the most.
 

19. 
 The average Masai ranch herd usually has 40% mature females and
 
a total female cattle population of 70%. 
While ownership of these animals
 

has a skewed distribution the interdependence of families on supplying each
 

other milk is 
a feature of society and essential where there are no shops.
 

The search for independence, however, means that poorer families try to
 
increase their stock a., much as possible and at the same 
time tend to have
 

a slightly higher proportion of female stock (because the extraction rate
 

is highest). 
 This makes the planning of a poor man's herd very difficult
 
and the large number of females gives the ability to increase numbers quickly.
 

Because of human pressure on available milk cows and introduction of the
 
monetary economy the pattern of interdependence is slowly changing and is
 

indicated by the early appearance of shops on some of the Group ranches (or
 
increased trading activity in a nearby center). 
 It will be hastened by Govern
ment's efforts to commercialize production even though there will be strong
 

traditions which will work against such changes. 
 However, the ranch planner
 

must appreciate that subsistence with needs come first and this has to be
 
taken account of in his planning. Government will therefore have to be
 
prepared to do more for the under privileged in the ranching community; depart
ments should determine how best they can 
 help in this transition period.
 
Income Distribution and Capacity to Pay for Improvements
 

20. The Group ranch model suggests that 
on a macro scale a satisfactory
 
rate of return can be achieved if the June 1976 prices are increased by 15%
 
after adjusting the Standard grade by 30%. 
Because of the relatively high
 
level of production at this stage in the stocking up cycle there is 
an
 
apparent decline in overall income to meet running costs and debt service. 
While
 
the former income is not sustainable in the long run and therefore rather artificial it is real for the Masai at this moment. Also the income has to be shared
among a large number of families. With the skewed distribution of stock wealth
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it is evident that some families will have difficulty in repaying their
 

share of the loan. The wealthier people who own at a guess
-


perhaps 60 to 
70% of the stock should have no problem in repaying the
 

loan and it remains to be 
seen whether the increased production will be
 

sufficient to allow the poorer members to repay or whether their wealthier
 

members will pay the debt. 
This 	matter is discussed further in 
 Paft"'4
 
of Group ranch loans and developmentpara 	 75 to 86 ). The advantages/as perceived by the Masai appear to be: 

(a) 	Increased milk yields.
 

(b) Despite an apparent initial fall in income there are prospects
 

of increasing income at a later date 
despite increases in
 

families.
 

(c) 	Prospects of financial independence of members from each
 

other (although among the poorer members thin will in practice
 

be difficult to achieve).
 

(d) 	The prospects of abandoning nomadism and settling near clean
 

water followed by the building of schools, dispensaries and
 

trading facilities.
 

(e) Improvement in appearance of stock and increased prices for
 

some 	animals.
 

21. 
 The model projects modest increases in meat production from 3.6 kg
 

per ha to 6.7 kg per ha plus an increase in milk production. Laikipia
 

commercial ranches average about 8 kg meat per ha, while the best ones gross
 

over 22 kg/ha and have a target of 44 kg/ha. At Makaveti square mile in
 

Machakos, in 525 mm rainfall, yields of 17 tu 48 kp/ha 
 eat ere obtained from
 

Kamba bullocks in half acre paddocks (Emp. J. of Exp. Agri. 29, 1961). 
 It
 

is possible in gross production and net income terms to do better than the
 

model. 
It is clear that while the present program of land registration,
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stock number; 
 control and investment in basic productive improvements provide
 

the framework in whi.h development can start it is important that Government
 
commence immediately to develop ways in which greater output can be obtained
 
from the land. 
 Education facilities must be improved sufficiently to allow,
 
if necessi.ry, the movement of labor that cannot find employment in Range
 
Management to other areas of the economy. 
It is suggested tiat the following
 

short and long term possibilities be considered or given much more emphasis
 

(many of the suggestions are part of the program).
 

Commercialize Milk Production
 

22. Measures should be considered to turn the present dairy ranching subsistence
 
qystem into a commercial enterprise. 
A number of successful Laikipia and
 
Machakos beef ranchers have covered their ranch operating costs by milking
 
their cattle in the 
 flush season. In Masai milk commercialization could be 
done through hastening dietary change by encouraging the development of Group
 
ranch trading shops on each of the large Group ranches (through loans to traders)
 
and the sale of maize meal and alternative basic foods. 
At the same time
 
develop carefully controlled seasonal milk collection centers for butter fat
 
production, the skim being returned to the children through the schools. 
In
 
some cases whole milk delivery runs could be developed similar to the Mariakani
 
Scheme at the Coast. 
 In theory the 34,000 gallons milk consumed on the 16,000 ha
 
model ranch could be replaced in calorific terms by 340 bags maize sold to the
 
consumers for 34,000/-. 
If only KSh. 2/50 (instead of the KSh. 3/50 presently
 
paid for all whole milk) were obtained for the milk it would bring a return
 
of KSh. 35,000/- or an extra KSh. 51,000/- cash income. 
It could be argued
 
that the milk could be used for producing more meat on the poorly grown calves.
 
At a rough conversion ratio of 1 gallon of milk worth KSh. 2/50 to 3/50 to
 

1 lb. liveweight gain worth KSh. 1/91 to 3/50 depending on grade the
 
profitability of such an operation is doubtful, especially when the milk is
 
sold today and the calf in four years time. 
A milk scheme, however, has real
 

http:necessi.ry
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dangers. Experience at Mariakani has shown that dairy ranching can lead
 

to sole interest in cows for milking at the expense of stocking rate and
 

calf growth with result that the herd size and productivity per animal
 

degenerates. 
The same of course is happening in Masai without this
 

increased emphasis on milk but at a slower pace. 
Since 1962 several milk
 

collecting centers have been opened on Kajiado and experience with these
 

could be examined.
 

Dual Purpose Bulls
 

23. With more emphasis on milk for either subsistence or cash sales
 

a major program should be initiated to increase the number of young ordinary
 

Sahiwal herd bulls for sale to Group ranches (at meat prices). 4aulls from
 
the Naivasha Sahiwal selection program and Sahiwal bull calves from the
 

ordinary herd especially reared for that purpose could be used. 
 This program
 

which was popular in the 1960s appears to have been reduced yet must be one of the
 

major benefits that can come from the maintenance of the Sahiwal Stud. 
Masai
 

farmers spoke highly of increased milk and meat production from the early Sahiwal
 

steers of the same age in the local markets. At the same time investigations
 

should be made into the performance of the Sahiwal Ayrshire and Ayrshire Zebu
 

crosses introduced into individual ranches around Kajiado in the middle 19609.
 

Results at Ngong Livestock Center support the contention that Ayrshire/Sahiwal
 

cows are capable of sustained milk production under difficult conditions.
 

Need to sell young steers and heifers to maintain correct stock numbers
 

24. 
 If 40% of the herd are 
to remain mature females then the correct
 

stocking rate can only be maintained if young 24-36 month old 
steers and
 

heifers are removed and sold for:
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(a) fattening on established commercial ranches in Rift
 

Valley (at present not possible because of Pleuropneumonia 

problems ). 

(b) 	fattening by other Masai Group ranches who must be encouraged
 

to specialize in fattening their neighbors steers.
 

(c) 	fattening in special feedlots.
 

25. 
 If Kajiado and Narok were stocked with 1.0 million head (compared
 

to 1.5 million now), in order 
to stabilize the population, fattening arrange

ments would have to be made for 180,000 young steers and heifers annually,
 

this 	number would alone nearly fill up the present commercially ranched areas.
 

Masai ranchers themselves can be encouraged to specialize but it will take
 

time 	to develop such enterprises on a large scale-
 Possibilities exist for
 

developing better pastures on Group ranches in the high potential areas of
 

Narok but where this is possible there is also higher population pressure
 

and 	opportunities and need to obtain greater returns per acre from crops
 

particularly wheat dairying and wool sheep. 
 It is clear in both the
 

short and long term that if the necessary substantial number of animals are to be
off the range to maintain the correct numbers

moved/ then some feedlotting of Masai cattle will have to be done. 
While the
 

strictly financial return may be marginal from such an operation (because of
 

the lower quality and high condemnations in the early year) a Little and
 

Mirrless Social cost benefit study along the lines undertaken by D.G. Newbery
 

in 1972 would probably once again show clear benefits for the country to
 

handle the cattle in this manner 
(in 1972 depending on assumption the analysis
 

gave returns of 32 to 52%). 
 The model based on a 1.2% condemation rate yields 

to % (Annex 7). 
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Development of Masai Farmers Specializing in Fattening Steers
 

26. To deal with the fattening steer problems more effort must be
 

made to encourage the development of specialist fattening operations
 

among the Group ranch members. A number of Masai already engage in
 

purchasing young steers for fattening but this should be encouraged
 

more definitely during Group Ranch discussions and planning. In the early
 

planning of the Poka Group ranch it was 
quickly evident that the best way
 

to help the poorer members was to 
switch them from keeping a few cows and
 

followers to a 6 month 18 month fattening operation in a properly stocked
 

ranch rather than trying to make them develop impossible steer fattening
 

operations based on 
five or six cows with quctas for only similar member of
 

followers (when they would need a quota of 20 to support a balanced operation).
 

Steer fattening enterprises had the advantage of reducing the pressure (ability)
 

to 
increase numbers from at least one section of the ranch membership and
 

removed a fear among the middle and bigger stock owners 
that the poor would
 
up


gradually build/their stock numbers at their expense.
 

27. The first loans to Poka were based on giving individual steer loans
 

to the poor. In practice, in 
terms of income and loan repayments this appeared
 

to work although excess income from sales was apparently used to purchase
 

breeding stock once the stock limitation discipline broke down. In granting
 

loans under 129-KE and 477-KE, AFC moved away from the concept of individual
 

steer loans to 
one of giving the loan for steers to the group as a whole (which
 

was easier). 
 The Group then used any surplus over expenses for maintaining the
 

steer herd to pay for all ranch costs with any further balance being distributed
 

to the poorer members. Apart from the fact that in times of 
 stress no one took
 

responsibility for the animals (e.g. Kiboko where 
"AFC steers" were
 

unattended when the ranchers moved off the ranch in search of grazing) such a
 



ANNEX(
 
Page 25
 

scheme benefitted mainly the wealthy who did not have to sell any cattle
 
to pay for the running costs of their large herds. 
Also once the ranches
 
became fully stocked with their own breeding stock there was no room for
 
such an operation again. 
It is strongly recommended therefore that some
 
Group members (big or small) put aside some or all of their quotas for
 
steer buying operations. 
Groups could give preference to poorer members
 
in good years for them to purchase steers. 
 The loans would be made to
 
individuals with the guarantee of the Group Ranch Committee behind them,
 
If a Kiambu farmer can specialize and put aside all his holding for coffee,
 
tea, or dairying then the Masai farmer should be able to 
 maintain a
 
specialist steer operation providing it 
is practical for him to b- able to
 

use the money to purchase food.
 

Introduction of Cropping and Mixed Farming
 

28. 
 The growing of crops in most areas of Kajiado has not been thought
 
feasible because of climate and game. 
 Now that game is declining in certain
 
areas perhaps some consideration might be given in a few climatically favored
 
areas to growing Sorghum for fodder or grain using a short or 
long rains
 
fallow system. In 1960 at Katumani in 8" rain Tada Sorghum yielded 16 bags
 
per acre while Taboran maize yielded 8 bags per acre. 
Apart from the economics
 
of the operation which would need careful examination the dangers of land
 
destruction are obvious and plantinx should only takeDlace under a careully
 

controlled situation.
 

29. 
 While the growing of any crops in Kajiado range areas would be a
 
very contentious subject, not only among technicians,but perhaps more especially
 
wildlife specialists, the development of farming systems in Narok on 
the
 
smaller group ranches in wheat growing areas is essential if the expandinR
 
population there is to be satisfied. 
 Now that land adjudication will have
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removed a major obstacle to wheat development in Masai, it should be
 
possible with care, 
to develop proper farming systems 
on these Masai
 
Group ranches ensuring that the proceeds go fairly to all members rather
 
than a few fortunate ones. 
 While share cropping will undoubtedly have a
 
place, efforts should be made to teach the 
owners of the Group ranches on
 
farms 
to undertake their own cultivation. 
An essential part of such a
 
program will be proper farm plans 
prepared by the Ministry of Agriculture Soil
 
Conservation Service and the introduction of a rotational system with planted
 

grasses.
 

30. T
In 
 arok the settlement of stockless Masai or people with small
 
numbers of animals on individual holdings in the higher areas of the Masai
 
suitable fnr smallholders should 
be considered. 
 They can be settled as
 
individuals as 
part of an overall Group ranch plan or 
 settled separately
 

in special schemes.
 

The national resources of Narok are such that no Masai should be
 

destitute.
 

Contributions fromGroup Members
 

31. 
 Group members are 
supposed to 
supply 20% of investment costs
 
including operating costs. 
 There is evidence from the loan applications
 
that ranches 
are not contributing to either. 
The new model ranch budget is
 
based on ranches contributing at least 30% for investment and operating costs.
 
The case 
for a low investment contribution was first developed in the 1960's
 
when ranches were still building up their herds and many below subsistence
 
level stockholders had well below subsistence level stock numbers. 
The latter
 
problem still exists to a 
lesser degree but the general overstocking on the
 
ranches represents a realizable cash asset which should be capable of being
 
used. 
Why for example should not a man with 300 head of stock not pay his
 

full share of the investment costs from the cattle he should reduce 
perhaps
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he could lend any surplus cash resulting to the Group. Perhaps he would
 

be more interested in seeing that othets kept in line with their stock
 

numbers if he was a main contributor to investment. 
At the moment the
 

ranches are being offered something for nothing. An argument sometimes
 

used by AFC and Range officers is that the people need to be encouraged
 

to cooperate. 
 But perhaps this view may now be outdated. There is no other
 

community in Kenya with such readily realizable assets which can at a stroke,
 

without loss of benefit to the owner, be used for the benefit of production.
 

The tragedy is that a major drought could wipe out this asset and leave
 

behind just a picture of land degradation and human suffering. 
The value
 

of the present assets can be appreciated when it is reali7ed that on 
the
 

16,000 ha model if estimated present stock numbers were reduced by 20% from
 

5,600 to 
4,500 it could yield over KSh. 456,000/- if each animal dressed out
 

at 100 kg CDW. The total investment requirement for the ranch is KSh. 417,000
 

and operating costs for the first year are KSh. 167,000.
 

Changes in Group Ranch Organization
 

32. The subdivision of Masailand into Group ranches was primarily
 

designed to eliminate the impossibility of dealing with a whole tribe and their
 

stock as a monogenous problem and to replace it by a rational land use system
 

based on giving responsibility and opportunity for smaller units of people to
 

manage their own affairs to their advantage. The ranches were supposed to be
 

viable grazing units on which the people would be able to remain throughout
 

the year maintaining correct stocking numbers. 
Legislation and rules were
 

passed to provide an organizational framework in which the people could
 

operate and regulate relations between each other. 
 However, the management
 

and organization system being developed should not be regarded as immutable
 

since the legislation gives flexibility to change in the light of experience.
 

The possibility of subdivision into smaller units is a constant discussion
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point among the Masai but the majority seem to see 

advantages in retaining group management for the time being. However, 

there is no reason why consideration should not be given to segregating 

wealth groups within a ranch with perhaps individual units for the wealthiest
 

stock owners, mini-Group ranches for the next wealthiest and a concentration
 

of the poorer members in the remainder (which would contain schools, etc.);
 

each sector would have common facilities. The important aspect is to develop
 

an organizational system that generally fits the needs of the people.
 

Treasury Guarantee to AFC for the Group Ranch Loans
 

33. Several suggestions were made by AFC and RMD that the
 

Kenya Treasury should guarantee AFC loans to Group Ranches in view of the
 

high risks involved. The mission recognized these risks but believes that
 

for the time being no special arrangements should be made. 
The present
 

arrangement should ensure that AFC adopts the utmost prudence in handling
 

this sector and must maintain responsibility for seeing that the needs of
 

the ranches are properly assessed.
 

34. If further examination of the problem reveals that it is not
 

feasible for the poorer members to repay the full value of their share of
 

loans they receive then perhaps some 
 form of subsidy on certain improvements
 

such as water and dips might be considered. But this could establish a
 

precedence which may be undesirable and would require much more study.
 

Guaranteed Minimum Return for Maintaining Correct Stocking Rates
 

35. Production falls seriously in bad drought years and special
 

Government assistance might be warranted on similar lines to the guaranteed
 

Minimum Return for crops. GMR's in exceptional drought years could be promised
 

to ranches maintaining the correct stocking rate through those droughts.
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Droughts are regarded as risks of the trade in other Range Countries
 

but in Masai it 
is not a case of large ranches supporting one or two
 

families but people receiving subsistence from stockholdings of 1 to 300
 

cattle  a completely different proposition. Paradoxically it is the man
 

with the most cows in these disastrous years who has the best chance of
 

survival and a GMR would therefore remove the present practice of over

stocking to meet this need. 
 It could also provide sustenance for those who
 

might have to depend entirely on steer fattening operations. A GIR program
 

might be the incentive which would encourage Masai to follow a sounder
 

stocking policy since it
overcomes one of the main reasons why Masai need
 
to keep so many cattle  to supply milk in dry times. 
 The economic benefits
 
obtainable from correct stocking through a GMR program incentive might well
 
be more beneficial than the long term degeneration of range land accompanied
 

by an increasing population.
 

36. An interesting adjunct to 
a GMR system would be a Stock Bank system
 
(as suggested by Dr. W. Goldsch, University of California), whereby pastoral
 
cattle owners could Bank their excess cattle with a special livestock Bank and
 

get their equivalent back when the better season returns.
 

Infrastructure (Banking, Schools etc.)
 

37. Earlier mention has been made of 
the need to develop trading
 
centers to provide food and consumer articles and to develop milk collection
 

centers. 
 If large amounts of money are to be distributed to the larger stock
owners some thought should also be given to a providing mobile banking
 
facilities to serve the Group ranches. 
In this respect it is a pity that AFC,
 
with its close contact with Group ranches,is not a savings society as well.
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Neither, unfortunately, can the Group Ranch Registrar, who is responsible
 

for overseeing Group Ranches accept savings in the 
same way that the
 

Cooperative Department can advise Cooperative Societies to use the Cooperative
 

Credit Bank. 
There would obviously be some advantage in having one of the
 

banking concerns develop a range banking program to absorb savings of the
 

richer members who are unlikely to spend all their 
 income from seasonal
 

stock sales which will be necessary to maintain proper quotas.
 

38. 
 A major review cf schooling opportunities (both technical and
 

formal) for Masai children on Group ranches should be undertaken and where
 

necessary funds should be sought 
to 
improve them as a special education
 

program. The 
Isenya and Narok Range training centers have done excellent
 

work but the range education program over the next 20 years must be consi

derable if the 14 to 
15,000 families that will be involved are to 
be able
 

to contribute effectively. 
Objectives and targets should be established.
 

Organization for Implementing the Program
 

39. Implementation calls for a more coordinated effort than has been
 

shown 
to date and is possible under the present Government Division of
 

responsibilities (Annex 14). 
 The original Project application for 129-KE
 
a 

in 1.965 called for/special development section in the Range Management
 

Division of the Ministry of Agriculture consisting of 
a Chief of Section,
 

3 Kenya Range graduates (supervising Group, Company 
 and Commercial ranches),
 

2 USAID Range Advisors and 2 Kenya Ranch Consultants, in the event responsi

bilities were divided among a number of separate agencies. The suggestions
 

which follow are not criticisms of the heads of Divisions who have been
 

responsible for implementing the program tc date but are meant as a means to
 

improving the present situation.
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40. 
 The overall responsibility for the whole Project should be
 

firmly in the executive division of the Ministry of Agriculture responsible
 

for Range development; this is the Range Management Division. 
The Division
 

has normal well established means of communication with the various sections
 

of Government associated with the Project. 
Within RMD should be a Range
 

Development Section under dRMD dealing entirely with direction of the Project.
 

Vithin this Section would be a Senior Range Officer responsible for the Group
 

Ranch Program who would be responsiblp for:
 

(a) the development of a carefully phased and monitored Group
 

ranch program.
 

(b) scrutinizing and ensuring plans, budgets, reports, accounts,
 

are produced on 
time on each project ranch by DRO and AFC.
 

(c) from visits and reports, monitor and ensure,where necessary,
 

that:
 

- Implementation takes place as 
planned on schedule.
 

- Ranch improvements are appropriate.
 

- The production program is sound and benefits adequately
 

all members.
 

-
 Stock quotas are maintained (in conjunction with Group
 

Ranch Registrar).
 

- The financial position is sound.
 

-
 Action is taken on problems.
 

- Special problems are brought to 
the attention of relevant
 

Government agency (through HRMD).
 

(d) Initiating training and extension programs through relevant
 

channels.
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(e) Ensuring follow-up on ranches that may have repaid their
 

loan.
 

(f) Liaising closely with Group Ranch Registrar (GRR) to ensure
 

that Group ranch sizes being registered are adequate and
 

all aspects of Group ranch legislation necessary for sound
 

ranch management are being covered and enforced.
 

(g) In conjunction with (GRR) improving social and commercial
 

aspects of Groups Ranch Development.
 

(h) Keeping legislation and rules under review and recommending changes
 

where necessary.
 

41. The implementation of the intentions of the Group ranch legislation
 

pose serious problems. There are three parts to 
the Group Ranch Registration
 

program. The Registration of Land itself which is strictly a lands matter,
 

secondly, the continued administration of the title which is also a lands
 

matter and thirdly,. there is the proper running of the established ranch which
 

is t;ie main justification of tl~e money spent 
on the registration programs.
 

The running of 
a Group ranch is a technical matter involving administrative,
 

financial, ranching, farming and community development techniques; the Range
 

Management Division was established to undertake these tasks. 
 Before the
 

Group ranch legislation was passed it was originally envisaged by RMD that
 

land matters would be the responsibility of the Lands Department and the other
 

functions would be carried out by a cooperative type staff in RMD who would
 

supervise the organization and accounts of these ranches with the DistrictRange
 

officers DROs. Instead a completely separate Department in another Ministry
 

deals with the latter matter. Cooperation between the registrar of Group
 

Representatives (RGR) and HRMD is good but RGR has been understaffed and it
 

has not been possible to get the integration between DRO and RGR staff that
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is necessary. Apparently one or two years ago the Lands Department
 

and the Ministry of Agriculture did consider placing the Registrar of Group
 

Representatives ranch supervisory functions in the Ministry of Agriculture
 
because the Lands Department felt that some of the functions 
were not
 

strictly lands matters. 
 It is recommended that this matter be reconsidered.
 

Possible Strategy for Implementing the Program
 

42. 
 Large areas of Kajiado and Narok have been adjudicated yet the
 
Districts are now overstocked beyond the level at which people are likely
 

to be prepared to destock readily on a major scale. 
 How can the program
 

be implemented in such circumstances? 
Many Group ranches are ranches in
 
name only and do not yet have the infrastructure to maintain stock at the
 
level of the model projections. Above average rains may offer some respite
 
and 
some ranches might be prepared to return to their boundaries and make
 

a fresh start; others will return on a temporary basis. 
 How can the program
 

be implemented in such circumstances when the future of ranches wanting to
 
develop must depend on other ranches respecting th sanctity of their boundaries
 

(this is a reason why Masai must be tackle. as a whole). It could be argued
 

that further progj *ss wil, 
-ot be made until another drought causes major
 
stock losses bringing stock numbers well below carrying capacity and giving
 

a better opportunity to introduce and enforce stock quotas 
on a wide scale.
 
The introduction of more water at 
this stage will only delay such an event
 
which on past records, could still be 10 years away. 
On this basis there

fore investment should stop now and recommence after either disaster or real
 
progress on quotas had been made. 
 If such a policy were followed Government
 
shculd prepare itself to act immediately after the next catastrophe (as well
 
as preparing to provide large amounts of famine relief). 
 Also, in another
 

10 years the population will have doubled since the last disaster in 1961;
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there will be a higher number of below subsistence level herds arA even
 

the big herds with the potential for major economic output will have 
been
 
reduced in size (and provide less incentive for improvement). 
 There will
 

therefore be less chance of solving the problem in an economic manner.
 
43. 
 Such a decision, however, would be a return to the old stop go
 

policy of the past which divided opinion on 
the subject simply between those 
-
(a) who believed that no expenditure should be undertaken until the Masal
 

mended their ways, and (b) the other view that if water were supplied the
 

Masai would change their ways on their own.
 

Neither of these two policies have proved effective because they have not
 
attached the basic problem of the interrelationship of four 
 changing factors,
 

subsistence needs, human aspirations, population growth and distribution of
 
6Lock wealth. 
It is clear from the data on Masai that if the Hasai range
 

areas are not to sink to a serious level of poverty three basic changes in their
 
mode of life will have to 
be made and that these are contingent on the dev-olop

ment of education and its effect after a relatively long time span (20 years).
 

Thus, it 
can be argued that unless Government is prepared to exert force in
 
enforcing stock limitation that general overstocking of Masai can be foreseen
 

for the next 20 
to 30 years. The employment of force on 
a large scale could
 
be 
seen as counter productive in Government's long term efforts to get the Masai
 

people to manage their 
own land without undue pressure from the court and
 

bearing in mind that livestock catastrophes relieve grazing pressure every
 

so 
often then the Government might weigh the "benefits" of doing little to
 
reduce the general overstocking situation with the long term irreversible
 

damage that will be done to the rangeland 
over the next 20 to 30 years. It
 

could react the view that if the period were only 20 tc 30 years some
 



ANNEXC.
 
Page 35
 

some deterioration could be tolerated if it led to a final solution.
 
Kenya's territory in this century has been one of rapid change. 
 The
 
change in Masai attitudes over the past 20 years on many aspects has
 
been very evident and the change over the next 20 years could be more
 

remarkable.
 

44. 
 Change through education in its widest sense and contact is
 
limited while the population remains nomadic (Halderman's report on Poka
 
quoted Appendix para 9 contrasts nomadic with settled Group ranch). 
 Group
 
ranch land registration allows people to settle in certain areas and gives
 
them the opportunity to become responsible for a piece of land. 
If accom
panied by development of water, schools and shops the population will
 
become increasingly sedentary. 
Overgrazing could continue but education
 
will take place which will allow the surplus population to become more mobile and,
 
through the 
success of individual projects could lead people to follow a more
 
rigid land use discipline. 
As the other land route to districts such as
 
Dachakos, Kitui, Baringo, Kwale, etc. where such centers have existed for 20
 
years 
or more must discredit the view Lhat it will all happen by itself. 
 Past
 
experience in Kenya and other parts of the world suggests that Government has
 
to take a hand in enforcing land use discipline and that it can b(e 
done with
 
the people's general agreement of the system of farming being advocated
 
providing the necessary iDcentives. 
 The problem of water investment led to
 
social change 
- a hen and egg problem.Some water has to be provided first to
 
allow people to 
settle but, before investment is spread 
too widely Government
 
has to assure that the other part of the bargain is kept. 
 Thus, in Masai it
 
would 
seem that from the outsiders point of view some appreciation of the
 
time scale to achieve both social and technical change is needed (IDA's
 
experience even with simple livestock projects that have been successful
 

have demonstrated the length of time it has taken to put a reasonable
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proportio.a of land under better management). On the country wide scale it is
 

also evident that success will not be achieved without some Government
 

intervention to ensure that land management progress is made. 
Also it
 

will have to 
take active steps to improve education and other infrastructure
 

facilities. 
Information and justification on these latter aspects are
 

unavailable to make any provision for them at this stage in the Project
 

but it is an aspect that needs investigation now so 
that their importance
 

can be assessed if further projects are contemplated.
 

45. 
 At this point it would seem that it should be accepted that the
 

Masai really do want change but require some real Government muscle at
 

the critical points, particularly the stock quota issue. 
The first step
 

should therefore be for Government to go back to the people on the Group
 

ranches, explain the need to justify further investment by implementing
 

stock quotas and determining what the next steps must be. 
 On stock limitation
 

staff should firstly, help the Masai to decide how they should organize their
 

stock holdings, secondly, help them enforce the initial quotas and thirdly,
 

that people from outside do not come in without Government approval. 
These
 

three points should not be construed as a meturn to police grazing control but
 

as a backup to the desires of the Masai. 
The present drought conditions could
 

possibly give a good starting point. 
 It should also be realized that the
 

ideal will not be immediately achieved but by following an agreed strategy it
 

should be possible to make some headway in the next 10 years. 
Group committees
 

will have to play a more important part in any new program. 
At this point with
 

our present knowledge, and so 
far relatively small financial involvement it
 

would still seem justified to continue to support a carefully regulated
 

development program made dependent on some progress being made in the adaption
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of grazing quotas. 
The point is that the longer the issue on stock quotas
 

is delayed the less chance there is in the long run of ever producing a
 

viable ranching program which will benefit more than 50% of the people.
 

46. The Government must attempt to get 
the groups ready for
 
not
investment and those/ready for investment to adopt stock number control. 
The
 

obvious carrot is the opportunity to get credit for water and dips. 
This
 

causes a quandary. 
On the one hand there is danger that if investment is
 

undertaken too quickly people could 
soon 
 forget promises to control
 

numbers while if 
it goes too slowly, as it did in the late 1960s early 1970s,
 
the pressure from outside to 
trespass will remain high. 
While these conflict

ing aspects warrant attention the prime objective must be to get one area at least
 

working properly,to 
test its premises and to 
serve as an example to others.
 

In Kajiado the most logical solution would be to 
start with the 129-KE ranches
 

where (a) development is now complete, (b) they have promised to 
control numbers,
 

(c) they have loans to 
repay and (d) they now form a fairly solid block which
 

should be capable of protection. 
For the next year efforts should be made to
 
concentrate on 
this area introducing changes in production systemsas desirable.
 

Redesigning budgets and individual herd structures on present ranches will take
 

time and should take precedence over other Croup ranch development. Attention
 

must be paid to the range education program for the project ranchers.
 

46. 
 It may not be desirable or practical to stop Group Ranch Development
 

entirely in other areas but development in such areas should be based on
 

establishing centers of development from which to expand outwards.
 

47. 
 A small but important point in this program is the status of
 

the individual ranches. Individuals often graze their excess cattle on
 

Group ranches causing considerable discontent among Group members. 
Some
 

individuals are not keen to 
see groups become organized for this reason.
 

With individual title and a greater share of 
 land available than the ordinary
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family is likely to have, these individuals are in a privileged position.
 

Some of them have AFC loans and have on 
average the highest default rate
 

of all ranch loans with 35.5% in arrears compared with 12% for Groups.
 

7% for Commercial and 3% for Companies (Annex 4 para 7). 
 As a first step
 

to bring numbers under control Government is recommended to stop these
 

individuals grazing on Group ranches where the groups do not want it or are
 

overstocked,and at the same 
time reduce the arrears.
 

Group Ranch Investment Program in KaJiado and Narok
 

48. 
 Immediate attention should be given to completing and consolidating
 

the program started under 129-KE in Kaputei. The mission was given a list of
 

15 ranches which were said to require funds for development during the next
 

three years (Table I). 
The total area of these ranches exceeds 750,000 ha
 

(Table I 
, figures are incomplete). It should be possible to start develop

ment on 
these ranches in the next year but development of all of them would
 

not be justified unless some program on stock quota is made in the next three
 

years.
 

49. 
 In Narok loans for 7 small ranches have been approved. The proposed
 

expenditure seems uneconomic and 
 should be reviewed.
 

The loans should be reviewed with regard to 
(a) their contribution to
 
investment and operating costs, (b) the availability of grazing for the
 

proposed steer purchase, and (c) the ability of the different individuals to
 

repay the loans in view of the relatively poor stock wealth.
 

50. 
 Of this 16 other Group ranches whose registration has been or 
is
 

near completion in Narok. 
8 ranches are below 6,500 ha in size 
(25,000 ha
 

total area), 3 are between 6,500 and 11,000 ha (21,000 ha), and only 5 are above
 

11,000 ha (247,000), 
two of which may be benefitting from investments under 

the wildlife project. As explained in Annex 16 ranches below 6,520 ha present a 

special problem and must remain doubtful. Budgets for the small ranches require 
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careful scrutiny before any loans are approved. 
 These should be carefully
 

examined during subsequent supervision missions.
 

51. 
 In view of the problems of obtaining compliance to the stock
 
quota problem the development program for Masai must remain very tentative.
 

Considerable delays could be encountered in sorting out the stock
 
quota problem and consolidating the existing position. 
 It is therefore
 
impossible to determine with any accuracy the number of ranches that might be
 
developed. 
 If the strictest interpretation of 
the stock quota question is
 
imposed then no development might take place. 
 If a policy cf gradual
 
compliance is apparent and thought sufficient to be acceptable then some
 
development could be undertaken. 
It is quite clear to the mission that the
 
present and prospective human needs justify development and if funds were
 
withheld now because of 
the present uncertainties it would be a major blow
 
to staff and Masai morale and there is no 
evidence from past experience that
 
it would make the Masai more "cooperative"; the situation would continue to get
 
worse and money will have to be 
spent at a later date more for socio political
 
rather than economic reasons. 
 It must be remembered that money has only
 
recently become available for Masai development after years of promise and if
 
it is intended to 
stop investment because of 
the stock quota question then
 
they should be given adequate warning now. 
The mission is therefore proposing
 
to allow some 
funds to be available until the end of 
the Project but during
 
this period Government will have to make 
some progress on the issue of stock
 
limitation or make a different and plausible argument for the continuation
 
of investment in water and other livestock facilities. It will have to tell
 
the Group ranchers that unless some progress can be made in the field it may
 
be difficult to get assistance in the future for Group farming development.
 
220,000 ha was developed in 3 years under 129-KE with over half occurring in
 

the last year. For the remainder of 477-KE a target of 
554,000 ha in proposed
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starting with 150,000 ha 
in 1977 and building up to 350,000 ha in 1979
 

It is appreciated that a higher figure in terms of develop

ment needs is desirable. 
 The rate of development will be limited
 

by the time it takes to get agreement with the ranchers and the rate at
 

which the water and building program can be undertaken. In terms of
 

physical inputs the 
target represents a doubling of the achievements under
 

129-KE between 1971 and 1974.
 

Group Ranches Year 

Target Ha./Year ('000) 1/ 
1 
96 

2 
176 

3 
256 

Total 
528 

129-KE 
220 2/ 

Boreholes/Dams No. 6 11 16 33 15 

Site Facilities No. 6 11 16 33 15 

Company Ranches 

Boreholes/Dams 20 20 20 18 
Faciliti.es Sets 20 20 20 22 

1/ Ranch area targets are multiples of model ranch.
 

2/ AFC Completion Report.
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52. Costs derived from tables 
 2 and 3 
 have been used to determine
 
total requirements. It 
is assumed that ranchers will subscribe all breeding
 

stock (except a few purchased bulls) and 30% of the investment and operating
 

costs.
 

Ksh Per Hectare
 

Ranch
 
Size Ha
 
('000) 
 Dev. WC Steer Total
 

Loans approved so far 
 4 53 53 31 
 137
 

Appraisal estimate 
 16 42 8 
 50
 

Model total costs
 
(excl. breeding herd) 16 27 11 
 5 43
 

Model loan (70%) 
 16 19 
 8 
 4 31
 

53. The following loans would be required for the revised target of
 

554,000 ha:
 

Loan Requirement Ksh ('000)
 

Year Deve!coment 
No. oflJ 
Ranches 

Hal 
('000) 

Develop
ment Operating Total 

(Model Eq.) 

2 Approved 7 26 1,425 2,247 3,672 

3 New Ranches 3(6) 96 1,864 1,104 2,968 

4 6(11) 176 3,399 2,02L 5,423 

5 10(16) 256 4,944 2,944 7,888 

26(33) 554 11,625 8,317 19,941 

Appraisal estimate 60 
 960 40,860 
 7,620 48,000
 

'.] 	 Ranch area targets are multiples of model ranch but ranch
 
numbers bear some relation to the size of ranches of
 
the ranches listed.
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54. 
 To give some idea of the cost of a faster rate of development
 

the following loans would be required if 480,000 ha (10 ranches) were
 

developed in Kajiado and 270,000 ha (8 ranches) in Narok (Table I).
 

Loan Requirement KSh. ('000)
 

No. of Ha. Deve-
Year Development Ranches ('000) lopment Operating Total 

2 Approved 7 26 1,425 2,247 3,672 

3 New Ranches 4 I44 3,024 1,728 4,752 

6 256 5,376 3,072 8,448 

8 352 7,392 4,224 11,616 

25 778 17,217 11,271 28,488 

55. 
 A 1 million acre program similar to that envisaged at appraisal
 

would have
 

Loan Requirement KSh. ('000)
 

No. of Ha. Deve-

Year Development Ranches ('000) lopment 
 Operating Total
 

2 Approved 
 7 26 1,425 2,247 3,672
 

3 3 (5) 150 3,150 1,800 4,950
 

4 
 5 (7) 350 7,350 4,200 11,550
 

5 
 10 (10) 500 
 6,00 16,50
 

(29) 1,026 2 14,247 36,672
 

A Summary of Action Required
 

56. A summary of the principal features requiring action are as
 

follows:
 

(a) The Range Division should carry out its functions of
 

coordinating and directing the Range Management Program
 

with vigor and authority. Consider where the Division
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needs 	strengthening including the provision of a special
 

Range 	Development Section with a Group Ranch Supervising
 

Unit;
 

(b) Review and revise the present Group ranch legislation and
 

rules where necessary;
 

(c) 	Review and where necessary strengthen the Group Ranch
 

Registrar's Office; the Group Ranch Registrar must work
 

closely with RMD and ser±ous consideration should be given
 

to:
 

(i) 	include the Group Registrar as a section of the Range
 

Management Division; 
or
 

(ii) 	divide the Group Registrar's functions.leaving him
 

solely with land adjudication matters, and putting
 

all matters concerning land use, auditing, running
 

ranches in a special section of the Range Management
 

Division.
 

(d) Reestablish the special Kajiado Range Development Committee
 

and give it specific functions; consider similar ones for
 

Narok and Samburu;
 

(e) 	Increase social services in the area, especially schools
 

and develop trading center schools, etc.
 

(f) 	Review the viability of existing ranches particularly with
 

regard to numbers of families in relation to stock numbers.
 

Prepare detailed management plans for each ranch. 
With
 

rainfall norma-ly varying 25 to 40% about the mean plans
 

should include destocking in poor years (automatically to be
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considered when rainfall falls below a certain point)
 

and stocking up with fattening steers in goA years.
 

Investigate the possibility of expanding the dairy
 

ranching techniques used now by some individual Masai (and
 

exploited so successfully by some ranches in Kenya in the
 

past). 
 Introduce mixed farming where practicable.
 

(g) More extension and educational courses must be held for
 

all those involved. 
 (1,000 people have attended 3-4 week
 

short courses on ranching at Isinya near Kajiado).
 

(h) 	Begin to tackle the problem of pastoralists with below
 

subsistence level stockholding and resettlement of people
 

where necessary. 
Richer members should also be included
 

in cultivation projects as this could provide work for the
 

"landless" (and oxen ploughing).
 

i) 	Ensure that ranches get the maximum income for tolerating
 

game on their land.
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Part II - SAMBURU Group Ranches
 

57. The Government proposes to extend the Group ranch loan program
 

to Samburu District where the pastoral Samburu are having their land adjudi

cated. 
 The mission did not visit the area or obtain a clear picture of the
 

strategy to be employee in the District. 
A list of 19 small ranches (Av. 5000
 

ha.) with 2880 families situated in the high country was given to the mission
 

as being ready for loan considerations. Samburu District has 1.7 million
 

ha of rangeland and an estimated 12000 families. 
 In the 1950's 500,000 ha
 

in the higher areas was 
supplied with water and organized into grazing schemes.
 

Although in the past there have been periods when cattle and families have
 

remained 
in an area for some time as soon as cattle numbers build up there
 

is considerable movement between the high and low country. 
 This move

mentresulting in overstocking of the highland grazing schemes
 

led to the breakdown of the grazing schema in the-past,
 

58. 
 Because of their relative isolation the Samburu have been
 

regarded as 
a people wedded to tradition. Paul Spencer in his study of the
 

Samburu I 
 .etieen 1957 to 1961 speaks often of "the tenacity of the Samburu
 

to tradition". 
He discusses the cattle problem and relationships of people at
 

length. 
 The following extracts are of relevance to the problems of establishing
 

Group Ranches in Samburu.
 

"The economic and social value of having large numbers of
 
cattle is unquestioningly accepted by most Samburu. 
The
 
Samburu argue that with large herds of cattle, they can afford
 
to lose considerable numbers in a drought or 
an epidemic, where
as with small herds such ltsses could be catastrophic. They
are very sensitive to their own poverty and to the slender margin

which separates them from utter starvation. Compared with many

other Kenya tribes, they may be rich, having in their stock a

nourishing source of food and a valuable commodity for trade.
Yet the severity of recurrent misfortune has left an indelible scar
 
on 
the minds of most of them resulting in a inflexible attitude
 
towards the problem. Between the years of 1939 and 1961, there
 
was nothing that did more to 
impair the generally cordial relations

between the Samburu and the British administration than the
 

l/ The Samburu - a study of Gerontocracy in a Nomadic Tribe. 
 Routledge and
 
Kegan Paul 1965
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question of limiting the total number of stock and restricting

grazing in certain areas. 
With the administration this control
 was a major issue of policy in order to reclaim the land and
improve the quality of 
the herds. With the Samburu it was the

main issue of resistance and non-cooperation. The drought of
1959 to 1961 did more 
to solve the problem of over-stocking

than 20 years of spasmodic control by the administrators, and it
left 
the Samburu more convinced than ever of the logic of their 
own
point of view
....... 
The irregular and unpredictable rainfall results

in migrations of large parts of the population in similarl; 
irregular and unpredictable ways. 
 Dispersed clusters of settlements

form as pecple group and regroup themselves at various points over

the countryside. An independent stock owner generally confines
himself to certain areas and migratory tracts which he knows well.
Then possible he will move 
to a site close to 
the ones he previously

used where he knows many of the advantages which the countryside

has to offer: 
grasses, browse, water points, paths, dangerous places
to be avoided and so on. 
 His nomadic pattern is affected by the
size of his herds and the labour force at his disposal. In theory
the Samburu are free to move as 
they please; in practice their

freedom is 
limited to several choices.......... A deep-rooted

Samburu ideal is 
that each man should have his own herd and
ultimately be able to manage it independently. The inescapable

fact that no Samburu can be 
entirelv independent of his fellows,

that to 
a large extent theirs is a collective economy in which
each man must continually seek help from his neighbours does not
weaken 
this ideal; but it does give an enhanced prestige for those
who normally have enough surplus 
to be the givers rather than

receivers in this interdependence. 

the
 
Those who are forced to rely
on the generosity of others would never admit to being scroungers


and would still try to 
retain their social autonomy ....... A herd
of cattle may increase in size quite steadily or alternately decrease
rapidly according to 
the care with which it is handled. It is
important that 
the size of the homestead should be well adjusted

to the size of the herd if it 
is to enjoy a measure of independence.

It is rare that 
such an exact balance exists and neighbours must

rely on one another for help 
so that, while it 
is ideal that each
home-stead should be 
a self-contained unit, it is 
more usual for
it to be dependent on other homesteads of the settlement, and

economically it is the settlement which emerges as a more 
selfcontained unit. 
 The necessity for this wider co-operation is
increased by the unpredictable demand for hospitality by frequent

visitors and the frequent absence of the stock owner or another
member of his family engaged on some errand. Neighbouring families
 are 
essentially interdependent, and, as we 
shall see, this lack
of real economic independence within the homestead is 
concurrent
with a lack of social autonomy= to a significant extent each Samburu
is answerable to others for his actions and in the final resort the
 
running of his homestead is not solely his 
concern."
 

In L.H. Browns review of stock wealth of Kenya's pastoralists in 1962,
 

he pointed out that the human population/stock ratio is 
still satisfactory in
 

59 
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Samburu but that 
they were likely to 
soon run into trouble. One of the
 

symptoms was the widespread overgrazing taking place not 
only on the plains
 

but in the Matthews Range forest 
reserves.
 

60, Nearly 15 years later the Samburu families must 
now be increasingly
 

under pressure and the mission supports the need 
to do something in the area.
 

However, the Samburu are probably still closely wedded to 
their pastoral system
 

since there are'still few alternatives to 
their diet of milk and meat. 
Trading
 

centers are far apart. 
 The country is also less homogenous than Masai rangeland
 

and planning the use of the high country should not be done without some 
under

standing of the management of the large areas of dry 
 iuntry (going down to
 

10' rain) and the inter-relationship of the 
two. 
 A number of questions remain
 

to be answered before loans 
are granted. 
Will the grazing on 
the Group ranches
 

demarcated in the high country be used in times of need for relatives who came
 

up from the low country? 
 Should this be included in the planning? Some of the
 
Samburu high country is suitable for cropping; 
Should cropping be incorporated into
 

the system?
 

61. 
 The mission does not know the general state of stocking in Samburu or
 
details of agreements being made with the Samburu to maintain the correct stock
 

numbers on 
the Group ranches. Another point 
that gives cause for 
concern at
 

this stage is the small ranch size and the relatively high population densities.
 

From examination of the small Narok Group ranches these groups would be 
too small
 

to produce subsistence from milk for each family (each family would only have 33 ha)
 

These matters 
should be discussed further 
 when the mission discusses
 

its recommendations with Government. 
 For costing purposes it is recommended at
 

this stage that funds be available for a 100,000 acre pilot area to be developed
 

between 1977 and 1979. 

Loan Requirement 
KSch. ('000) 

Ha. Develop- Operating Total 
V-000 ment. 

96 1,850 1,100 
 2,950
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Part II - KMALE GROUP RANCHES
 

62. Kwale is not 
one of the districts 
in which proposed funds were to be
 
spent on Group Ranches. The development of these ranches using project funds
 
requires further examination and at 
this stage should not be approved. While
 
there are similarities with the pastoral Group ranches being planned they present
 
a different set of the problems and pressures. 
 The people concerned grow crops
 
and many cf them are stockless. 
 The land has been seriously overstocked for
 
several decades resulting in poor grass growth, bush regeneration and a reduction
 
i'i the size of stock. The 
area is marginal for cultivaLion and crop failures or
 
low yields are common. From time 
to time special relief has had to 
be provided.
 
The pecple and the area 
is in need of assistance. 
At the root of the problem
 
has been the paucity of water and the land 
tenure situation whereby all grazing
 

land is communally-owed.
 

63" Overgrazing in the proposed Group ranch areas became serious following
 

the development of the Mariakani milk collection scheme and the provision of
 
boreholes and dams 
in the 1950's 
(see AILDEV report 1940-62). A little success
 
was achieved in the 19503 trying to 
organize grazing schemes in the proposed
 
Group ranch areas but these later broke don and subsequently there has been
 
much silting of dams. 
 While further water distribution is needed for smallholder
 
cultivators 
 its present distribution is sufficient to allow cattle to graze
 
extensively over much of the area. 
 The Mariakani Milk Scheme operates a number
 
of milk collection routes 
(including collection centers and roadside collection
 
points) through some of the area and up to 120 miles from Mariakani. 
 It has
 
collected 1.5 million gallons annually - the total cattle population of Kwale
 
and Kilifi is 180,000 head but not all supply milk to 
the scheme. Mariakani
 

has profoundly affected the areas economy and land use.
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The cattle are kept primarily for milk, much of which is sold 
to
 
Mariakai. 
As with Masai there is 
a high extraction rate of male stock leav-

Ing 70 to 75% 
of the herd female (40% mature females). At Mwereni Group
 
ranch where 
a census has just been taken 203 of the 380 families have stock.
 
Ownership of stock is complicated by local custom. 
There is considerable dis
parity in stock wealth of individuals on 
the list shown to the mission but the
 
disparities may have been greater since it is 
the 
custom for a man with consider
able stock wealth to give some cattle to 
friends and relatives to herd for him;
 
in censuses the herders do not always distinguish between their own 
and herded
 
cattle. 
 In payment the herders 
can milk the 
cows and sell milk to Mariakani.
 
The owner, however, keeps all offspring. 
Yhus, there is the situation that the
 
herder is mainly 
 interested in the milk he can extract and the owner
 
the number of cattle he has and the number of young males he 
can sell. The
 
result is that calves are only fed as much milk as will keep them alive and
 
cattle numbers are well in excess of the stocking rate. 
Cattle and overgrazing
 
tend 
to be concentrated along the main milk collection routes. 
At Mwereni there
 
are 14,000 cattle on land technicians say can keep 7,000 tr, 
 -),000 anima..s. The
 
following gives the 
structure of the Mwereni cattle herd 
- the age groups given
 
by the Range Management Division appear somewhat narrow and a slightly older
 

age grouping is suggested.
 

Mwereni Group Ranch 4 600 Ha
 

Census 

Mission Revised
 

-Designation 
 Female 
 Male 
 Total 
 A~e Groups

Cows 
 5,664 
 - 5,664
0-6 months 1,C64 1,090 2,154 

Cows
 
6-12 months 1,060 0-9
 

929 1,989
12-24 months 2,877 9-24
 
727 3,604 24-26
Over 24 " 562 
 562 
 36
 

10,665 
 3L308 13,973
 

76% 
 24%
 

No. per stock holder (203 families) - 69 cattle
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65. The people have become dependent on the Milk Scheme and the
 
cattle owners have become attached to the cormunal system of grazing
 
since it allows them to utilize greater areas of land than if 
the area
 
were to be registered as smallholdings. 
 In the past general meetings
 
rejected the' idea of individual land tenure and the proposal was to give
 
the small farmer with no cattle or a few cattle 10 to 20 ha concentrated
 
around trading centers and village points on.iYhich he could develop a
 
farming system based on crops and two or 
three Sahiwal milk cows. 
 The
 
major stockowners would have had to reduce their animals and although they
 
might have a plot near a trading center would have had 
to graze their
 
animals in special grazing blocks individually or communally owned in less 
accessible areas. 
To alleviate the overgrazing problem the wealthier stock
owners could have subscribed their surplus stock as equity in the Company
 

ranches proposed for the Hinterland.
 

66. 
 The mission supports the effor-:s of the Government to organize

the farming in these hinterland areas but questions whether the problem is
 
not one of village or Group farming rather than purely Group ranching. 
To
 
be successful the agriculturalists should be involved with Lhe Range managers.
 
The system of tenure or land allocation within the Group to the different
 
sectional interests must produce a stable situation in which development can
 
take place in a way that all will benefit.
 
67. 
 Before approval for use of Project funds could be considered for
 
the Coast Hinterland groups more information on them would be required
 

including:
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(a) an overall plan of the ranch apportioning the land for
 

grazing and cultivation.
 

(b) the farming system to be adopted by:
 

(i) the cultivators with no cattle.
 

(ii) the cultivators with a few animals.
 

(III) the cultivators with large herds.
 
(c) the organization of the grazing taking into account the
 

large number of females and the dependence on the Milk
 

Scheme.
 

(d) who will benefit and pay for the investments, maintenance
 
and operatng costs bearing in mind that the present
"

surplus cattle are reasonable asset.
 
(e) how will the groups be elected, organized and managed and
 

what will the rules be and will there be separate ones for
 

cultivators and graziers?
 
(f) benefit-s for the various types of farmer involved.
 

68. 
 It is noted that the U.K. is involved in financing development

in the Mwereni Group ranch and it is suggested that the development is
 
used as a prototype for the other Group ranches and that other ranches
 
should not be started until the organizational details have been agreed
 
upon and some implementation progress has been made on this Project, 
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PART IV
 

Model Group Ranch - Assumptions and Benefits
 

Problems of Development and the Model Group Ranch
 

69. Pastoralism as a means of providing subsistence eventually
 

leads to overstocking unless there are checks in the growth of either
 

the human or stock populations. Such checks occurred in the past but
 

in the last 70 years changes have occurred in Kenya pastoral areas which
 

have reduced the efficacy of the pastcral system. Grazing areas have
 

been reduced, human populations have increased several fold so increasing
 

the capacity to herd and at 
the same time increasing subsistence demands.
 

Cash needs have also appeared and increaeed so exacerbating the situation.
 

Cattle diseases are better controlled and fatal epidemics avoided. There
 

is now therefore an inbuilt tendency and necessity to overstock while the
 

traditional pastoral subsistence production system remains. 
As a result
 

the pastoral districts of Kajiado, Narok and Samburu where Group ranches
 

are planned are now overstocked. In Kajiado there are over 700,000 cattle
 

on 1.7 million ha (1:2.4 ha including calves 9nd 1:2.9 to 1:3.0 ha excluding
 

calves). This was the stocking level at which two thirds of the stock died
 

in the drought of 1960/61. Apart from grazing availability the correct
 

stocking rate depends on the size of animal and general age of the herd.
 

The UNDP Range Management teams developed a carefully thought out Kenya
 

Livestock Unit but while this is satisfying to the technician, it is not
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at this moment a practical instrument in general extension work. 
This
 

report is therefore returning to 
the Kenya ranching practice of calling
 

any animal not a calf an Animal Unit. 
For the Masai type cattle and the
 

early offtake recommended it is considered that 
a stocking rate of 1 to 
4
 

or 5 ha to thi animal unit may be sufficient although this will depend on
 

experience; certainly in some years the stocking rate will have to 
be lower.

(1:7 or more).
 
70. The appraisal report used a Group ranch model size of 16,000 ha.
 
Most of the land area in Kajiado has been registered as
 

-larger Group ranches 
 However, it is a convenient minimum
 

unit size since it would zepresent a ranch that may have one naturaJ water
 

point but requires a second to bring water within 3 miles of all stock or
 

villages (on the basis of 1 water point every 8,000 ha). 
 The stocking rate
 

chosen is one Animal Unit to 
4.3 ha which is high but has been chosen since
 

as described in 
 Part I 
it will be difficult to 
reduce cattle numbers
 

quickly to the safest levels. It .s also recognized that ideally it would
 

be desirable to understock to provide a quicker recovery of overgrazed land.
 

71. If the Project is to have any success 
iu terms of raising production
 

and productivity and of sustaining safe production levels the stipulation must
 

be that the Group ranches reduce their stocking rate a safe level which
to 


at the moment probably means a reduction of about 20%. 
 It is only then that
 

through very prudent mAnagement the Group ranch can be steered along just
 

clear of an overstocking situation as production coefficients improve due
 

to the Project.
 

72. 
 Pressure to keep a high and even increased number of females in
 
order to provide milk for subsistence will probably be the overriding concern
 

from the Masai's point of view; under these circumstances the management
 

alternatives are quite limited. 
This need accomodated in the model
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and 	a high proportion of females are kept throughout. Since the area
 

is already fully stocked there will be little room for steer purchases
 

and sales will be dependent on 
home produced irmatures. The budget is
 

relatively simple but as explained in 
 Part 	I 
 consideration
 

must be given to the plight of the poorer stock owners and who will buy
 

the immatures produced. 
On a number of ranches/more complicated system
 

working with production and specialist steer fattening may have to be
 

introduced. 
The model is characterized by the following features:
 

(a) 	Destocking to 
the correct stocking level before investments
 

are made. 
At present this may be about 20%.below present
 

stocking levels but it will depend on seasor
 

(b) 	Destocking should be carried out in a way that if possible
 

the proportion of cows 
in the initial herd should not
 

exceed about 36% in terms of numbers and 43% in terms of
 

A.U. 	and that the proportion of females in 
the hard does not
 

exceed 10%.
 

(c) 	While it is realized that a steer purchasing and fattening
 

activity is important for a successful implementation of the
 

Group ranch concept the number of steers purchased are kept
 

to minimum in order to stay safely within the carrying capacity.
 

It is appreciated that the purchase of steers is an important
 

incentive to the members.
 

(d) Improved bulls particularly Sahiwals to increase milk
 

production are important.
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(e) It is essential to insist from the start 
on an
 

intensification of the culling policy. 
Given firm
 

insistence from the advisory agents an increase from
 

8? to 15Z may be possible.
 

(f) Growth of the herd can only be contained if it is
 

agreed to sell progressively younger stock. 
This is
 

implied in the increasing culling rate for 
 cows,
 

it also means that the males have to be sold as 
izatures
 

of about 2 to 3 years and that a proportion of the
 

S3 year-old heifers have to be sold. 
 Special provision 

will have to be made for this by Government.'P. 

(g) As a result the commercial extraction rate for sale
 

of the herd would increase from 6.5% 
to a stable
 

14? (in terms of AU from 8Z to 18Z) within some 5 years. 

This is-believed to be the maximum rate of progress that 

can realistically be expected.
 

(h) Increasing the contribution of the Masai to 30% of investment 

and working capital. While the Group has a large asset
 

backing in its breeding herd it should be noted that that 

improved management should result in a reduction in numbers 

and income from such a reduction could be used to meet their
 

contribution (see also para 31).,
 

73. 
 The following chart sumarizes the major production coefficients
 

and their development:
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------Year------

Pre-Dev. 3 6 9-20 

Cows as % of Total A.U. 43 46 46 46 
Weaning Rate (%) 50 55 60 60 
Addition to herd gross (%) 21.5 25.3 27.6 27.6 

Mortality & Homeslaughter 
as X of total A.U. 10.7 10.2 9.8 9.6 

Commercial Ext. Rate as %of total A.U. 7.9 10.5 17.9 17.9 
Herd growth Z 2.9 5.5 - 0.1 0.1 1/ 

1/ rounding error; 
the herd is stable and not
 
groving any more.
 

It is believed that the proposed model 
-
while being very demanding on
 

supervisory staff 
- has several advantages that makes
 
acceptance possible. 
Milk production for home consumption increases and
 
although availability of meat for consumption declines somewhat initially
 
but returns to earlier levels later. 
 In view of the need for milk to meet
 
population growth it is important that the model allows for an increase in
 
cow numbers. 
This, together with increased calvings and increased yields of
 
milk and meat from crossbreeding with Sahiwal'bulls, should be attractive
 

components of the model.
 

74. The model ranch tables include:
 

Table 1: Herd Projection

Table 2: Production Data
 
Table 3: Investment Costs
 
Table 4: 
 Income and Operating Costs
Table 5: 
 Cash Flow and Loan Repayments
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Production and Benefits
 

75. Masai assess the value of their herds by how well they
 

provide milk and meat for subsistence, cash for daily requirements
 

and how their asset value increases in 
terms of numbers. To begin
 

to have acceptance the Group ranch should satisfy the subsistence and
 

cash requirements of an 
expanding population with increasing cash needs.
 

On the question of asset values it remains to be 
seen whether the Masai
 

in general would prefer 
to see surplus assets held as cash in a
 

Bank, or whether they.still prefer to 
take the chance of outliving their
 

assets the remainder of his life time. 
At the point when he might be
 

prepared to try cash it 
is ironic that inflation could undermine the
 

of such a decision!
 

76. 
 It is difficult to assess present production levels of herds
 

that provide milk and meat for consumption, cash and increases in cattle
 

numbers. 
 For this exercise the average weight of the different age grades
 

in the herd have been assessed at 10% less than those measured by UNDP in
 
cause
 

Kaputei in 1968,/of overstocking and drought that has rpevailed in Masai
 

since 1971. 
 The UNDP survey data on mortality and local consumption has
 

been adopted. 
 At this moment in the cycle the returns (consumption, cash,
 

herd growth) from the present cattle population could be relatively high
 

although they are not 
sustainable over long periods. 
They are now probably
 

higher than they would be in the year following a reduction of 20% to the
 

correct stocking level as postulated in the model.
 

77. In determining the base production level for the financial and
 

economic rates of return a model should ideally be constructed showing 
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the rise and fall of incomes over the period of a stocking up cycle
 

followed by catastrophe and compared with sustained yield under correct
 

management. 
The model in some way would also have to project the fall
 

in land potential from one cycle to another caused by erosion and the
 

cost of famine relief from time to time. 
 This would be a complicated
 

exercise fall of interesting assumptions. To simplify matters for the
 

model for this report it is proposed to take for the base year the produc

tion that would be produced with the correct stocking rate using present
 

liveweights and high mortalityon the admittedly arguable basis that it
 

represents the mean position over 
the cycle between understocking and over

stocking. All benefits of decreased mortality, weight gains, improved milk
 

yields would be ascribed to the investments on the basis that they promote
 

better use of presently used land.
 

78. Because Group ranches have a large percentage of female stock and
 

problemsare encountered in finishing animals, most of the offtake can be expected
 

to grade standard and commercial. The June 1976 gazetted prices do not
 

include increases in these gradefonsequently rates of return on the model are
 

too low. Therefore in the model income from sales of livestock have been based
 

on the proposed prices by Government plus a 30% increase in the price of Standard
 
grade according to 
the price table in Annex 3 Table C.
 

79. Immediately prior to development it is estimated that meat production
 

per hectare will be about 3.6 kg and that this 
 would increase over 9 years to
 

6.7 kg. per 1,a which, if 
some benefits were given for milk production would be
 

roughly equivalent to the average yields on Laikipia ranches in the 1960s,
 

estimated to be about 7.8 kg per ha (the best ranch in Laikipia has an output
 

on the
 
of over 22 kg/ha). Meat and milk production/ranch would rise about 80%; total
 

offtake,including mcrtality,would rise from 18.7% to 27.5%.
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Project Model - 16,000 ha
 

Immediate Pre-Development 
 --- Year 9 -...
 

No. Cattle 
 % No. Cattle Z 

Deaths and Home
 
Consumption 
 396 
 10.8 374 9.6
 

Sales 
 213 
 7.9 697 
 17.9
 

Total Offtake 
 609 
 18.7 1/ 1,071 27.3
 

Meat Consumed kg C'000) 
 19 
 18
 

Meat Sold kg ('000) 39 89
 

Meat Production kg/ha 
 3.6 
 6.7
 

Meat Production kg/AU 
 15.8 
 27.6
 

Milk Production gals. ('000) 48 
 86
 

Est. Meat Equivalent of
 
Milk Production
 
kg Meat ('000) 
 11 (0.7 kg/ha) 
 20 (1.3 kg/ha)
 

80. Because the June 1976 
changes did not increase the price of the standard
 

grade the new prices do not produce acceptable rates of return. 
However,
 

if the standard grade in increased 30%. The financial rates of return is
 
4% rising to 
11% if benefits are increased 15%. The economic rate of 

return based on a 15% price increase for meat over that used in the model is 
22%. With a 9% interest rate on borrowed funds a financial return of 15%
 
should be the target; the orthodox view is that interest rates in Kenya should
 

be in the region of 12% rather than 9%. 
 A further 15 to 20% 
increase in
 

prices is therefore required 
to provide a reasonable rate of return.
 

Financial Rate of Return Standard Ksh 6/30
 
per kg Commercial KSh. 4/30 per kg 

Rate of Return 
 11% 

Benefits , 10% 13%
 

Benefits , 15% 14% 

Benefits 1 20% 15%
 

Costs 4 10% 9%
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81. The loan should be repaid over 15 years. 
 Since there are many
 

members the cash return to each is low and presents a major problem. The
 

estimated cash income (including an element for herd growth) in the present
 

overstocked state is higher than income immediately following destocking 

although the former is not sustainable over a long period and therefore
 

should not strictly be used as a form of comparison; the Masai, however,
 

would not necessarily accept the latter conclusion. 
The introduction under
 

the project of basic operating costs, consisting mainly of veterinary
 

materials, interest and loan repayments make serious inroads into income
 

of the people even though gross income is rising. Thus, if there were 130
 

families on the ranch their cash income on the prices used on the budget
 

(Standard KSh. 6/30, Commercial 4/30) would fall from 1,500/- (US$182) to
 

200/- (US$24) in the first year and would not return to the original figure
 

until the ninth year.
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Estimated Income from 16,_n00 ha Model Fr,., Ranch
 

Based on
 
Immediate


Present Day 
 Development

Pr o ducti o n Cor r ect -- - - Year - - - ---


Over 
 Stocking

Stocked 
 Rate 
 1 
 5 9 
 16
 

Value
 

Home Consumption

- Milk KSh. ('000) 159 

- 112Meat KSh. ('000) 120 181 204 204
100 
 81 
 81 68 
 81 
 81
Cash .SalesMeat KSh. ('000) 
 305 
 224 
 228 340 504 
 504

Total Production KSh.('000) 
564 
 417 
 429 589 
 789 789
Operating Costs KSh. ('000) 
 41 
 34 
 205 226 
 222 
 222
 

Interest and Loan Repayment KSh
KSh. ('000) 

- 44. 85 
 67 -


Surplus as 
Cash or Stock
KSh. ('000) 

264 
 190 
 20 2/ 29 215 282
If No. of Families 1/ 
 85 
 85 
 85 94 
 103 
 123
 

Av. Cash Income/Family
KSh. ('000) 

3.1 
 2.1 0.2 2/ 0.3 2.1 2.3
If No. of Families 1/ 
 130 
 130 
 130 143 
 158 188
 

Av. Cash Income/Family
KSh. ('000) 

2.0 1.5 0.2 2/ 0.2 
 1.4 
 1.5
 

(Av. Cash Income if Prices
Increased 15%) 

(0.2). (0.6)(1.8) 
 (1.9)
If No. of Families 11 240 
 240 
 240 265 
 293 
 348
 

Av. Cash Income/Family
KSh. ('000) 

1.1 
 0.8 
 0.1 2! 0.1 
 0.7 
 0.8
 

1/ 
Population increased at 2.5% p.a.; 85,130 and 240 families represents the three
average levels of population density adjusted for area, found in the 11 
least
populated Kaputei ranches, the average and the 4 most populated.
Loan repayments were made to 
ensure some income.
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82. 
 Future income levels will affect ranchers attitudes to the Project
 

and loan repayments. A number of factors from the above table should be
 

borne in mind.
 

(a) 	That if model prices are increased 15%, which is the minimum 

level to achieve an acceptable financial rate of return, then 

the picture improves considerably after the fifth year and 

allows a real increase in income to and by the ninth year 

(KSh. 1,800), taking into account increases in the number of 

families and price increase, and will have exceeded the pre

development period income per family (KSh. 1,600 year 9 and
 

KSh. 1,400 year 15). 

(b, If milk presently consumed could be sold and replaced by a 

cheaper food from the proceeds then income could be increased
 

substantially - only possible if the group can settle around
 

a central point.
 

(c) 	If some members, particularly the poorer ones,could specialize
 

in steer fattening their annual income levels could increase
 

appreciably - only possible if the group can settle down to
 

good grassland management and near a point where alternative
 

food can be purchased.
 

83. The problems of the immediate short term income position, however,
 

must appear to remain a disincentive to accepting a loan or adopting better
 

veterinary practices. It has not, however, been a disincentive to taking
 

loans in Kaputei but there they started at a full stocking rate and never
 

seriously followed a stock limitation program, thus getting the best of both
 

worlds. The following benefits appear to be present:
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i) the main incentive so far has been milk production, which 

under the model is a real benefit right from the beginning.
 

(ii) 	 the cattle improve In appearance and a number of them will 

be sold at higher prices than normal. 

(iii) 
stock wealth is often heavily skewed and the wealthier members
 

who have modest income requirements have hitherto put most of
 

their "income" into cattle growth and so are not alarmed at
 

having to pay out large sums 	of mon-f since it does not hit 

their 	pockets. They get increased herd growth from lower
 

mortality. 
In some cases they have cunningly accepted the
 

purchased steer herd as a ranch herd and defrayed expenses of
 

the whole Group ranch herd before distributing the remainder
 

to the 	poorer members.
 

(iv) 	 the wealthier members who have a social responsibility to
 

provide milk for their poorer brethren must be relieved to be
 

able to provide milk rather than cash for the services.
 

(v) 	 both wealthy and poor see this as a long term opportunity to 

change to a cash economy and to achieve a measure of independence,
 

although for the poorer members this could still prove to be a
 

mirage.
 

84. 
 A major alteration to the program which is not quantifiable are 
the
 
prospects of abandoning nomadism and settling near clean water followed by the
 
development of schools, dispensaries and trading facilities (see Completion
 

I'?
Report 	Annex~for description of these benefits).

85. 
 While the long-term na,i.nal advantage from Group ranch development
 
can be seen it is obvious that in the short term there could be many disappoint
ments 	for individu!ls which coulA affect attitudes and encourage people to
 
renege on their loans. Loan repayments will be based on a charge on stock.
 
If 60% 	are owned by the wealthier members then repayments on 60% of the loan
 
are assured. 
It however remains a problem for the poorer members particularly
 



those who own 20 to 30 of the animals. According to the budget these
 

people will pay for each animal unit KSh. 20/- for dip, KSh. 15/- for
 

drugs and vaccines, 
 KSh. 7/- for salt and KSh. 10/- for ranch running
 

expenses of which about 
half will be for water; for this KSh. 52/- they will 

obtain an income of about 80/- to 90/- per head plus milk. 
Experience in
 

the early Group ranches indicates that people reduced expenditure on drugs,
 

salt and office expenses. It remains to be seen how much this can be done
 

at the correct stocking rate and achieve the budgeted weaning percentage of
 

65%. It is quite possible that this can be doneas in the early 1960's
 

following the drought, weaning percentages of 70% were obtained under the
 

traditional system with little expenditure and no dipping.
 

86. To summarize 
 there is conflicting evidence on the
 
soundness of the present program. 
On the one hand there is much evidence to
 

show that it does not pay the individual initially.on the other the Masai
 

seem to want the program for a variety of contradicting reasons. Unfortunately
 

the evidence so far is still speculative and opinions still have to be based on
 

qualitative rather than quantitative judgement. 
The risks are obvious and high.
 

n balance it would appear that the program of more water and dips accompanied
 

by better Range Management is the only one that can be followed at present
 

providing much more work is done in the early stages of Project implementation
 

on the improvement of income of the poorer groups. 
Also attempts should be
 

made to get the wealthier members to contribute more to running expenses
 

and perhaps to total equity so reducing the overall debt burden. 
Over the next
 

three years particular attention must be given by RMD and AFC to providing the
 

data base on which any further extension of the project in 1980 can be
 

justified, bearing in mind that repayments on loans may prove difficult in
 

future but this should be verified from experience. Unfortunately the evidence
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87. It can be argued that in the short term the attainment 
of just the correct stocking rate would have a major effect on productivity
 

at little cost but the Masai do not want this and in the end it will be
 

necessary to introduce water and veterinary products of the land is to carry
 

all the people. As explained in Annex 
_ each year ifdelay means lower
 

incomes per family and a higher proportion of those that cannot pay or find
 

it difficult to contribute to costs. A subsidy for these people would be
 

the answer in a developed country but in Kenya it is not feasible and attempts
 

to solve the problem are warranted.
 

The Problem of Ranch Size
 

88. All calculations have been carried out for the model Group ranch
 

of some 16,000 ha. 
 Unaer Phase 2, however, a consider&jle number of very
 

small Group ranches have been formed, are being planned and are expected to
 

come forward for loans. 
 The following loans to Group ranches have
 

already been approved and are at the moment going through legal procedures.
 

Name 
 No. of Members 
 Size - Ha.
 

Ockeri 
 18 
 981
Olaimutiai 
 18 
 3,726
Murua 
 84 
 2,169
Nkairamirani 
 88 
 4,370
Ilmashariani 
 97 
 4,992
Morijo Narok 
 21 
 1,514

Olimisimis 
 180
 

26,759
 
The average size is 3,822 ha. 
Excluding Ollimislmis, the only one which
 
approaches the order of magnitude of the assumed model Group ranch, the
 
average size is 2,959 ha. 
The loan requirements per ha are double those
 
estimated for the model. 
 Their development loans as approved (again
 
excluding Olimisimis) total KSh. 850,600 or KSh. 48 per ha compared with
 

KSh. 20/- estimated for the model.
 



ANNEX
 
Page 66
 

89. 
 In addition the smaller Group ranches appear to be allocated
 
unacceptably large working capital loans with KSh. 66/- per ha compared
 

with the model KSh. 11 per ha.
 

90. 
 Since the returns per hectare are not likely to be any higher
 
it is clear that the internal rate of return on these ranches must be at
 
an unacceptable level at June prices unless the investment program is
 
revised and severely cut. 
 It is therefore recommended to reconsider the
 
economic and financial viability of the small Group ranches, immediately,
 
including Olimisimis, and to carefully reexamine their loan burdens and
 
repayment capacities especially where the loan amounts per ha and per
 
A.U. considerably exceed the levels given for the model Group ranch.
 

The investigation should also include the effect on individuals in the
 

group.
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Table 

KENYA
 

SECOND LIVESTOCK DEVELOPMENT PROJECT - CREDIT 477-KE
 

Review Mission - February 22 - March 26, 1976
 

Group Ranches registered but not yet planned for
 

loans in KaJiado, Narok, Kwale and Samburu Districts
 

KAJIADO DISTRICT
 

No. Members Hectares
 

122 25,685
Kilonito 

n.a. 46,444
Torosei 

n.a. 59000
Elongatauas 

162 66,506
Oldonyonyokie 

199 21,012
Olkerramatian 

366 62,689
Shombole 

435 38,629
Osilalei 

544 6,000
Kuku 

512 38,265
Rombo 


Kimana/Kitondo 167 25,120
 
257 n.a.
Enkaroni 

171 n.a.
Nkoile 

72 n.a.
Esoka 


118 n.a.
Oloiyankalani 

88 n.a.
Olkiloriti 


15 ranches 3,213 
 480,010
 

Ranches already covered by loans 129-KE and 477-KE
 

1,810 221,000
15 Groups 

41 Individuals 
 41 25,000
 

Kajiado total 1,739,000
 
40
unusable 


unavailable for Agriculture 317,000
 

Total 21096,000
 

Estimate population (1969) 86,600
 
Estimate No. families (1969) 12,400
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NAROK DISTRICT
 

No. Members 
 Hectares
 

Over 11,000 ha
 

Ewaso Nyiro 
 136 27,704
Olkinyei 

195 78,725
Koiyaki 
 290 87,625
Suswa Kitet 
 487 39,790
Ole Tukat 
 107 13,776
 

1,215 247,620
 

6,500 to 11,000 ha
 

Oloombokishi 
 134 7,629
Ololtoto 
 122 6,571
Naibor Ajijik 
 119 6,927
 

375 21,127
 

Under 6,500 ha
 

Oloisiusiu 

66 5,398
Olopito 
 127 6,280
R. Oimakongo 

69 
 1,661
R. Kolikash 
 28 
 959
Nairasirasa 

67 2,849
Ilkurman 

35 1,829
Keyian 

44 
 891
Lemanent 

66 4,968
 

502 24,835
 
Total Narok 16 ranches 
 2,092 293,582
 

Ranches already covered by loans
 

7 Groups 
 470 26,917
 

Narok
 

Total usable land 

1,570
Unavailable for Agriculture 
 241
Unusable 


40
 

Estimate population (1969) 
 124,500

Estimate No. families (1969) 
 17,800
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SAMBURU DISTRICT
 

No. Members Hectares 

Lodokejek Section: 

haringun 307 4,800 
Lmisigioi 94 4,300 
Kirimum 245 9,900 
L. Kiloriti 338 5,000 
Lodokejek 436 12,000 
Nonkeek 145 12,000 

Poro Section: 

Loiting 70 1,200 
Seketet 191 2,400 
Serataoirobi 201 4,400 
Naunaerri 161 6,060 
Ngejunumung 66 2,320 

Mukogodo-Ildikiri Section: 

Koija 148 6,372 
Ilmotiok 59 3,320 
Tiamamut 106 5,417 
Kijaibe 123 5,523 
Musul 82 5,214 
Nkiloriti 33 2,758 
Ilpolei 47 1,050 
Mumishoi 30 856 

Total Samburu 19 ranches 2,882 94,890 

Samburu Total Usable for Agriculture 1,702,000 
Unusable 49,000 
Unavailable for Agriculture __330,000 

2,081,000 

Estimate Population (1969) 67,800 
Estimate No. families (1969) 9,700 

Estimate Cattle Population (1970) 395,000 
Estimate No. Cattle/family (1970) 32 

Prevteus Grazing Schemek 500,000 ha with overall stocking capacity of
 
1:8 ha (range 4.1:4.5 to 1:10)
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KWALE DISTRICT 

No. Members Hectares 

Mwereni 46,000 
Samburu South 44,000 
Ndavaya 28,000 
Chenge 32,000 
Nwarumbo 24,000 

174,000 
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KENYA 

SECOND LIVESTOCK DEVELOPMENT PROJECT - CREDIT 477-KE
 

REVIEW MISSION - FFBRUARY 22 - MARCH 26, 1976
 

Feedlots
 

Background and Experience of Existing Feedlot Operations
 

1. In 1968 the UNDP/Kenya Beef Project 
commenced investigations
 

into all aspects of fattening beef in the high potential areas, 
Costs
 

of production of grass, fodders and grain were defined. Prices at KMC
 

were investigated and 
some assessment made of marketing opportunities
 

for various qualities of cattle • In 1970 and 1971 beef prices and
 

grading were reviewed making it profitable to finish cattle in feedlots.
 

Since 12 commercial feedlots with an annual capacity of 60,000 head
 

have been established. 
At the time of the Second Livestock appraisal most
 

were in operation. Six feedlots supply a special market through KMC, known
 

as the "Swiss Market" which gives a greater return to producers. Feedlots
 

produce Choice and FAQ grades of cattle which are mainly sold to KMC but an
 

increasing share (10 to 
15% of the total) are sold to butchers who pay a
 

higher price than KMC (one operator custom feeds and sells all his production
 

to butchers). 
 In 1971 KMC began paying an extra 20 cents/kg, known as the
 

feedlot bonus for cattle produced in approved feedlots or under supplemental
 

feeding providing they met age and grade requirements. In 1973 a further
 

33 cents/kg was added for cattle meeting certain export requirements known
 

as the Swiss feedlot bonus. The present feedlot bonus stands at 
30
 

cents/kg and Swiss bonus 
50 cents/kg.
 

2. No accurate figures are available on the breed of cattle fed but
 

it is estimated that in 1972/73 rouhlv 30 tO &n% 
# the cattle fed 

were Boran from LMD and the North East but .that this percentale has 
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dropped to 20% because of increasing measles incidence and because exotic
 

grade cattle 
more easily reach the grade required for the Swiss-feedlot bonus
 

which is
now vital for the financial viability of the lots.
 

3. Producer prices for feedlot cattle were favorable until 1974 when
 

increases in prices failed to match the substantial increase in costs
 

(compared with 1971 by 1975, feeder cattle prices up 75%; 
 higher feed costs 

cotton seed up 43%; molasses 66%; maize 61%; silage 100%; producer
 

prices during this period rose 38% for Choice and FAQ grades, Table 1). 
The feedlots
 

have been closely monitored by the UNDP Beef Project and a review in July 1975
 

demonstrated that margins since 1973 have generally declined but that cattle
 

in 1975 fattened for the Swiss or similar priced markets with a special price

S 

premium (KSh. 6/30 per kg compared with non-Swiss at KSh. 5/80 per kg)
 

continued to provide satisfactory margins in line with target margins while
 

margins of those feedlots selling to "non-Swiss" markets had declined to a
 

level that will not repay capital or cover any loan repayments or interest.
 

Under the First Livestock Project four loans to feedlots were made by AFC
 

of which over KSh. 900,000 remains outstanding. Unfortunately AFC feedlots
 

have a high non-Swiss market throughput (75% in 1975) and between 1973 and
 

1975 this resulted in them having lower occupancy rates 35%, compared with 63%
 

for Swiss market lots and a target of 80%. 
Since July 1975 margins have
 

declined further and 
have become less attractive resulting in a decline in the
 

occupancy rates of Swiss feedlots to 48% (33% for non-Swiss) by January 1976.
 

Despite the fall in margins and partly because food is grown in
one year for
 

feeding in the following year throughput of cattle held in 1974 and 1975 although
 

1976 placements are down on a year ago. 
According to the Beef Research Station
 

records which record about 80 to 90% of all cattle fed, the following have been
 

produced in feedlots since 1974:
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Non Swiss "Swiss" 
Market Market Total 

1974 3,482 15,102 18,584 

1975 5,412 15,048 20,460 

Placements in 
February 1976 655 1,360 2,015 

4. Supplies of feedlot cattle since 1971 have been of critical
 

value to KRC in maintaining their throughput at reasonable levels,
 

assuring a supply of quality beef and reducing the effect of seasonal
 

shortages.
 

5. 
 Since 1973, feeding costs have increased greatly, At the same
 
time immature costs have continued to rise in reflection of the butcher
 

prices paid for partially finished immatures:
 

Feedlot Grade Price of Ranch Bred
 
2-Year Old Feeder Cattle
 

Liveweight price Equivalent CDW price 
 KMC
KSh./kR 
 at 48% dressing FAQ price
 

1973 
 2.10 
 4.37 
 4.55
 

1974 
 2.42 
 5.05 
 5.00
 

1975 
 2.71 
 5.64 
 5.68
 

January 1976 2.90 
 6.04 
 5.80
 

6.. 
 The feeding of cattle originating from LMD auction sales has
 
diminished because (a) these cattle will not finish to a suitable standard
 

for the present Swiss Export requirements, and (b) there has been 
- notice

able increase in the measles incidence in such cattle which increases the
 

uncertainty on the part of the buyer. 
 Prices over the past years have not
 

been sufficient to cover these risks.
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7. These factors combined have led feedlots to change their strategy.
 

Where possible they graze cattle for a longer period before feeding, and
 

operate more on a seasonal basis feeding cattle from October through June.
 

Somewhat surprisingly more cattle were placed on feed during 1975 than in
 

1974 (20,460 head compared to 18,584). This is partly explained by the need
 

to use supplies of silage carried over from previous years. Overall the
 

existing feedlot capacity was only used to the extent of 42% of its possible
 

throughput. In view of this excess capacity, plus the poor response to the
 

LMD auction sales, it is questionable whether additional capacity should be
 

added at the present time. However, feeding cattle outside the disease
 

free zone would still deserve experimentation.
 

Effect of Proposed Price Increases
 

8. As suggested in March, if the basic price for FAQ grade is raised
 

by RMD from KSh. 5/50 to KSh. 7/50 per kg, and feedlot and Swiss bonus continue
 

to be paid in addition, then feeding cattle will once again become profitable
 

for producers. Grade and well bred Boran cattle from ranches for feeding will
 

be in demand but supply of this higher grade stock will be limited and could
 

become increasingly so as more ranches are taken over and not followed by
 

measures to preserve their output. Providing North East stock are not sold at
 

much higher prices than their grades would fetch in the KMC it should be
 

possible to fatten increasing numbers of these cattle providing measles do not
 

affect the grading unduly.
 

9. Research work at the Beef Research Station has continued in two
 

main areas: (a) the use of available by-products for cattle feeding, and (b) iden

tification of feeding systems applicable for use outside the disease free area.
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More 	economic analysis should be done by the Planning Division on the
 

profitability of feeding maize (and other cereals like sorghum which could
 

be grown by smallholders in marginal areas who are searching for cash crops),
 

if it is the intention of Government to increase the production of this crop.
 

It is possible that in some circumstances it might be more profitable to feed 

maize to cattle (and all livestock for that matter) than to export it at a
 

financial loss. 
 The same bag of maize might earn more foreign exchange if it
 

were fed to cattle and then exported as beef. During the 1950s and 1960s the
 

internal producer prices of maize were often set too high to be exported
 

profitably. It is understood that in 1975 considerable losses were again
 

suffered. 
 If the maize had been available at farm gate export parity prices
 

it would have been interesting to calculate whether it might have induced
 

existing feedlot operators to increase operations and what effect and economic
 

advantages that this might have had on the following interrelated problems
 

of 1975: 

(a) LMD losing money because it could not sell 50,000 head of
 

cattle.
 

(b) 	Pastoralists in turn could not sell their animals.
 

(c) KMCs loss of KSh. 10 million due to low total throughput
 

(affecting overheads) and low availability of quality
 

cattle which, according to the previous Managing Com

missioner could have been exported profitably.
 

(d) 	The advantages of maintaining in operation AFC financed
 

feedlots that had to close.
 

(e) 	Maize Marketing Board earnings.
 

(f) 	Foreign exchange earnings.
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Prospects for Developing More Feedlots Under the Second Project
 

10. Under the Second Livestock Project it is intended to establish
 

three strategically placed feedlots outside the disease free zone to
 

increase offtake from those areas. Two were to be located in Narok and
 

Kajiado to fatten cattle produced by group and individual ranches in those
 

areas (whose 40% mature females would provide a good source of young fatten

ing cattle). The third lot was to be established in West Kenya to utilize 

surplus molasses using cattle from West Kenya and Narok. The Project would
 

provide funds for feedlot development through AFC; these would be owned
 

either by private individuals or by Masai cattle owners, and organized as
 

companies or cooperatives w-Ith or without Government participation.
 

11. On the basis of the new information available, three new feedlot
 

models have been prepared for high level molasses feeding and sugar cane
 

feeding in addition to a sorghum-based unit. All three have been planned
 

for the same size of throughput (6,400 animals at 80% capacity) to make them
 

comparable and the following production coefficients and prices used.
 

Production Coefficients and Prices
 

Sugarcane Molasses Sorghum 

Average purchase weight (kg) 220 220 220 
Average price/kg liveweight 1/ 2/25 2/25 2/25
 
Average purchase price/head 495. 495 495 
Liveweight out of feedlot 340 340 340 
Daily liveweight gain (g) 700 800 950 
Days on feed 171 150 126 
Dressing percent 51 51 51 
CDW sold 173.4 173.4 173.4 
KMC price 1,017 1,017 1,017
 
Conversion ratio (DM:Lwght) 8.73:1 11.2:1 7.35:1
 
Puruhased feeds (KSh./kg DM) 0.56 0.43 0.45 2/ 

1/ LMD floor price equivalent to KSh. 5.55/kg CDW less 10%.
 
2/ Only 50% of ration is purchased, remainder is home grown sorghum silage.
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12. The price of mixed feed which stood at KSh. 24 per 100 kg dry matter 

at the time of appraisal has increased to KSh. 45 now. Furthermore, this price 

results from the heavy use of by-products, substituted for the ingredienta 

formerly used, in order to reduce costs to the minimum. At the time of maximum 

cattle feeding in 1974 shortages developed in these by-products such that prices
 

were forced up towards those of the main ration ingredients that they replaced. 

Thus, with an increase in the throughput of the existing feedlots, it is 

anticipated that feed costs will rise to about KSh. 54 per 100 kg DM. At this 

price, which allows for maize to be included at the equivalent 

of KSh. 58.50 per bag, the growing of sorghum for grain must become 

competitive in some of the drier areas. 

13. At the prices ruling in March 1976 none of the alternative 

options for cattle feeding under the Project were attractive. The low 

level of activity in the existing local feedlots supports the view that 

feeding was not a viable activity, moreover this was true in aa area of 

the country without disease risks and where the fixed investments were 

already committed at pre-inflation prices. Thus it must be expected that 

should prices once more become favorable the existing feedlots will operate
 

closer to capacity before new feedlots are built.
 

14. Investment, operating, ration costs and cash flows are given in 

Tables 1 to 4. The liveweight of steers to be fattened has been changed to be 

closer to those provided for the North East. No allowance has been made for 

pasturage since it is assumed that gains on pasture will be credited to pasture 

feeding and any investment here would be covered by this income. 
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15. Feedlotting is very sensitive to variations in costs and benefits.
 

In assessing the accuracy of the model the mission is assuming that the feed
 

input costs of the grain forage model are likely to be the most accurate at
 

this moment and that the greatest difficulty and variation is probably in the
 

prices to be paid for the immatures and the grading that the North Eastern
 

and pastoral cattle will obtain.
 

16. In the analysis of the financial profitability of the Forage model,
 

three hypothesis were studied:
 

Hypothesis I where the feedlot would operate at 80% capacity
 

(annual throughput 	of 6,400 animals), the
 

price for FAQ in year 1 would be KSh. 7.80/kg,
 

and the average price for immatures is KSh. 2.25/kg.
 

The financial rate 	of return would be 39.7%. If
 

costs were to increase by 10% the financial rate
 

of return would fall to 24.7%. Benefits were to
 

decrease by 10%, the financial rate of return
 

would fall to 7.45%. These financial rates of
 

return do not include tax payments.
 

Hypothesis 	II - the feedlot would also operate at 80% capacity, 

but its output would be downgraded as a result 

of a higher incidence of measles from 3% to 10% 

so that instead of having all the animals graded 

FAQ, they would have the following grading: 

70% FAQ (passed), 10% FAQ (retained), 20% Standard
 

(retained). The prices used are shown in Table 5.
 

The financial rate 	of return would be 23%.
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Hypothesis III  the feedlot would also operate at 80% capacity, 

but the price of immatures would be raised by 

about 25%, from KSh. 2.25 per kg to KSh. 280/kg, 

which represents the premium which feedlots
 

would have to pay to obtain feeders from ranches
 

rather than feeders from the Northeast. All
 

animals would grade FAQ. The financial rate of 

return would be 14.13%. The financial rates of 

return for the sugar cane and molasses models
 

were estimated at 29.8% and 21.25%, respectively. 

Some Requirements for Successful Development of Supplemental Feeding
 

17. If feedlots are to become an integral part of the Kenya beef
 

industry then Government will have to develop a long term policy towards 

Cand where necessary, keep under review) the following major points in
 

order to maintain stable conditions conducive to development:
 

(a) the maintenance of adequate producer prices in relation
 

to costs. Prices could be improved through more active
 

KHC sales development of FAQ and Choice grades and the
 

introduction of more custom feeding for certain marketable
 

grades for the home and export markets which could be
 

developed on a long term contract basis.
 

(b) the provision, as far as is possible, :if stable feed prices. 

Cc) realistic prices for feeder cattle from the North East if., 

those cattle are to be used in feedlots in any quantity. 

It is usual in countries with relatively stable producer and 

feed prices for feedlot operators and producers of fatteners 
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to share the returns from grade improvement in the prices 

paid for fatteners. However, LZD for North East steers was 

recently claiming the full grade improvement to FAQ in its
 

prices (KSh. 2/50 per kg liveweight) at a time when the
 

industry clearly could not even pay the grade the unfinished 

animal was receiving at K{C (commercial grade KSh. 1/91 per kg 

liveweight), and when measles incidence was rising. 

(d) The above will need constant attention by the Economic Division 

of the 'Kinistryof Agriculture. In addition to these points, it 

will be necessary to maintain experimentation at the Beef Research
 

Station into improved forage vaneties and systems of feeding. 
Most
 

important, experienced staff must be available to advise feedlot
 

operators and backgrounders and to monitor their operations
 

so that the up-to-date information now obtained is maintained
 

to facilitate the correct national policy decisions.
 

18. It is suggested that before investment in new feedlots is 
considered, throughput of existing feedlots should be improved. It is 
appreciated that the 3 lc- under the Project w'l take cattle that would not 

normally go to the commercial feedlots but first priority should go to safe
guarding the existng-investment-.- -..
 

ropoedMasai 
eedlots 
 ....... 

19. -

. 
'roviding w"C can tae an= increased quantity of FAQ type beef 

produced from North East and Masai steers then further thought should be given to
the rIting ana da1opment70fr th f -_for
-tw p-oJetf -iilo__ M-sai.in the t
 

years with a f i'd -acIii6- i6 -ad**-n'-tfireayars time , 7&i this stage, becmsf 
of the risks involved, it would seem that Government, through ADC or some 

other quasi Government body, will have to undertake the initial feedlot 

http:M-sai.in
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development in Masai (or outside Masai for Masai stock) or as 
a Government-run
 

project in cooperation with a group ranch. Proposals should be closely examined
 

by the Economic Planning Division and IDA supervision mission before investment
 

takes place. The social, environmental and economic benefits from increasing
 

the offtake of young stock from Masai could be considerable as well as providing
 

a market for fodder and other crops produced in the high potential areas. A
 

major problem will be to find a suitable site and crop; Nairobi would seem to
 

have the highest potential. Some irrigated development might be considered for
 

Kajiado or the growing of sorghums in more favorable areas (also in Narok)
 

although such areas may be some distance from the KMC Athi River plant. 
With
 

the location and degree of mechanization uncertain, it is difficult to provide
 

accurate forecasts of costs.
 

Proposed Feedlot for Crop By-Product Feeding (Western Kena)
 
20. The most cn ercially feasible new feedlot could be the one
 

proposed for Western Kenya using molasses. Suitable organization to
 

undertake the by-product feeding of molasses, pineapple and sisal are the
 

factories concerned. The sugar factories in Western Kenya presently have export
 

markets for 90% of their molasses production and are keen to see export
 

parity prices for the product and are presently not willing to take the
 

risk and invest in feedlots. It is possible that the new feedlot prices
 

will allow molasses to be fed profitably at average export parity prices
 

but even if it does not,there is a case for evaluating the benefits in
 

social and economic terms (Government, foreign exchange, KHC costs, railways,
 

preferential tariffs, environmental, pastoralists, maize growers) of feeding
 

molasses to ±Lvestocit in Kenya and exporting the product; the same applies to
 

coLton seed cak and Pyrethium ma-ipart of general livestock rations in Kenyi 
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21. It would seem that feeding sugar cane also could be run as part of 
sugar factory operations although alternatively consideration might be given
 
to establishing it in a sugar cane growing area aot presently considered for 
sugar factory development. Unfortunately, it is not possible to cost this 
operation accurately because it is difficult to forecast the location and
 

degree of mechanization involved. 

22. The only commercial concern feeding large amounts of home produced 

by products is Delmonte at Thika who are feeding beef cattle to get rid of the 
large quantities of pineapple waste. 
While the operation is achieving the
 
latter objective its technical efficiency could be improved. 
However, if
 
they choose to make improvements it is unlikely to take a loan from AFC.
 

Recommendations
 

23. 
 In conclusion, it is recommended that provided gazetted prices
 

once again become attractive for feeding that:
 

(a) Priority be given to improving the occupancy rates of
 

existing feedlots.
 

(b) As the Project has only 3 years left before completion, and
 
as the objective of the Project was to experiment on cattle
 

feedings that at least one of the three proposed feedlots be
 

considered. 
The siting, organization and benefits should be
 
carefully investigated. 
Finance for one lot has been included
 

in the estimates.
 

If feedlots are to be regarded as a necessary and integral part
 
24. 


of the agricultural industry then more attention must be paid to:
 

(a) Maintenance of adequate producer prices (e.g. more aggressive
 

sales promotion, custom feeding for particular markets and 

better prices through long term contracts). 
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(b) Maintenance of a satisfactory feed price policy.
 

(c) Realistic North East feeder cattle prices.
 
(d) Maintenance of beef cattle and feedlot experimentation
 

in proportion to the size and importance of the gross
 

production of the industry; this includes staffing
 

with well trained personnel experienced in feedlot
 
work. 
These staff should be sufficiently experienced
 

to advise feedlot operation and continue the monitoring
 

operation.
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ANNEX 7
 
Table 2 

KENYA 

SECOND LIVESTOCK DEVELOPMENT PROJECT - CREDIT 477-KE 

REVIEW MISSION - FEBRUARY 22 - MARCH 26, 1976 

Rations Used - Dry Matter Basis (100% DM) 

Forage Sugarcane Molasses 

Silage 50.0 -
Corn 
Cotton Seed Cake 
Straw 
Minerals/Urea 
Molasses 
Minerals-Urea-Molasses 

37.0 
2.5 
-
-

-
iO.5 

-
13.0 
-
-

-
10.0 

20.00 
8.75 

18.80 
1.85 

50.60 
-

Sugar Cane - 77.0 

Feed Costs:
 

Price/ton
 
Fresh % DM
 

Silage 
 - 23%
 
Corn 1/ 
 610% 86%
 
Cotton Seed Cake 
 1,000% 92%
 
Straw 
 360% 90%
 
Minerals-Urea-Molasses 
 370% 69%
 
Molasses 
 140% 75%
 
Sugar Cane 
 105% 32%
 
Minerals/Urea 
 1,300% 100%
 

l/ Price is blend of corn grain (722 Z/ton), and maize germ

and bran meal (450%/ton)
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Table 3
 

FOOTNOTES;
 

Silage Model - 10,080 tons silage would be made. Silage 
item costs include KSh. 270,000/- for seed and fertilizers, KSh. 100,000
 

storage and feeding including mixing with purchased feeds, repair, fuel
 

and maintenance includes KSh. 230,000/- for land preparation, cultivation
 

and handling and 40,000/- for running of vehicles. Included under salaries
 

is KSh. 169,000 for management and KSh. 40,000 for labor. 
Replacements
 

depreciation and interest are estimated by Beef Research Station to be
 

KSh. 400,000/-. 
Total cost per ton silage is 120/-.
 

Sugar Cane Model 
-
Silage costs would include making some silage
 
from the purchased cane. Purchased feed would consist of 16,130 tons sugar
 

cane at KSh. 76/- per ton (KSh. 1,226,092/-) and KSh. 1,311,800/- of purchased
 

feeds (1,542 tons DM). 
 Transport of 
cane and feeds at KSh. 15/- per ton.
 
Repairs, fuel and maintenance include handling and chopping of cane and mixing
 

with purchased feeds and feeding at KSh. 29/- per ton cane, KSh. 467,000/-,
 

plus 40,000/- for running of personnel vehicle.
 

Molasses Model 
-
Purchased feed would count of KSh. 645,000/- of
 

straw and KSh. 3,047,000 of other feeds.
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ANNEX 9 

Table 2 

KENYA 

SECOND LIVESTOCK DEVELOPMENT PROJECT - CREDIT 477-KE 

REVIEW MISSION - FEBRUARY 22 - MARCH 26, 1976 

Isiolo Range Water Development Project - Revised
 
Canadian Estimate of Canadian Contribution
 

COSTS
 

LOAN FUNDS
 

As estimated in IBRD appraisal document 193a-KE, 1974
 

Local 3J6o,ooO
 

Foreign $460,000
 

Total $920,000 (U.S.)
 

As estimated by CIDA in 1974 1976
 

Dam construction and access
 

track equipment $i,004,OOO sl,8OO,OOO
 

Borehole equipment 280,000 350,000
 

Contribution to drilling
 
costs 225,000 282,000
 

Shallow well development 6,000 7,500
 

Local operating and service
 
costs 100,000 125,000
 

Equipment package, Range
 
Management Division 85,000 107,000
 

$ 1,8OO,O00 $2,671,500
 

GRANT FUNDS 1974 1976 

As estimated by CIDA in 

Cost of Canadian project 
personnel $ 730,000 $ 800,000 

Project equipment for 
Canadian team 90,000 135,000 

Training 30,000 30,000 

Miscellaneous 30,000 30,000 

TOTAL s 880,000 5 995,000 

Total Project Funding (Cdn. S) S 2,680,000 53,666,500 



KENYA
 

SECOND LIVESTOCK DEVELOPMENT PROJECT CREDIT
- 477-KE 

REVIEW MISSION - FEBRUARY 22 - MARCH 26, 1976
 

The Role of the Livestock Marketing 
Division
 

1. 
 The Livestock Marketing Division is responsible for providing market out
lets for livestock in those areas where the private sector is either limited in its
 
activities or 
is unable to comply with disease quarantine requirements.
 

For the most part these areas are 
in the rangelands where sale of livestock
 

is the sole form of income.
 

2. 
 In addition to its own direct participation in marketing the
 
Division also offers facilities for quarantine and movement to the private
 

sector.
 

3. 
 The marketing program is directed largely towards the offtake of
 
immature male animals from the northern Districts of the country for supply 
to ranchers and other secondary producers in the higher potential areas of
 
the southern half of the country. 
Slaughter stock are also purchased and
 

disposed of to 
the Kenya Meat Commission.
 

4. 
 The expansion of activities proposed under the Livestock Development
 
Project for the southern Districts relates almost exclusively to the procure

ment of slaughter stock, while expansion in the north is largely be based on
 

immature purchase. 

5. 
 Animals from the northern areas are a disease risk to the central
 
and southern areas were they to be moved without exacting quarantine procedures, 
and conforming with these procedures is one of the Division's most important
 
functions in the marketing operation. It is one which would not lightly be 
undertaken by the private sector because of the long periods of time frequently
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involved 
with the livestock confined to low production range conditions
 

for an indefinite period of time.
 

6. There is thus a high risk element in this part of the marketing
 
program and one that only a Government organization can be expected to
 

accept. 

7. 
 The Divisions overall role may be summarized as follows: 
(a) The purchase of livestock in pastoral areas, thereby contributing
 

to national income distribution and to control of livestock numbers
 

is 
a very sensitive environment.
 
(b) The supply of quarantined feeder animals,to secondary
 

producers.
 

Cc) The supply of slaughter stock to the Kenya Meat Commission.
 

Cd) The provision and operation of stock routes, and quarantine
 
stations, holding grounds and livestock transporters for use
 
both by the Division and the private sector in furtherance
 

of national marketing objectives.
 

Project Objectives 

6. The Project objective is to increase the number and effectiveness 
of LMD's markets, holding grounds, stock routes and transportation facilities
 
so that LM can fulfill its role in the livestock sector. Marketing facilities 
for about 300,000 head of cattle per annum are being established IMDs own capacityI 

is being increased from 50,000 head per annum to 148,000 by the seventh year of
 

the project.
 

Cost Escalation
 

7. 
 Over the investment period (1974/75- to 1978/79) capital costs have
 
escalated from KSh.19.7 million to KSh.37.6 anmillion increase of 91Z. Recur2ent 
costs have increased from KSh.5.2illion to KSh. 31.4 
million though the latter figure includes several categories which were eacluded 
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in the Project appraisal document and now also includes the full cost of
 

operating Markets and 
 transport development for 5 years instead of one (KSh. 4.7 

million p.a. (Table 8). UK aid is committed to supplying £1.388 million Sterling
which

/at the March 1974 exchange rate is Ksh.1.11 million. Part performance of the 

Division is given in Tables I to 5 and revised cost estimates in Tables 6 and 

7. Appendix 1 de3cribes the revision of project date.
 

Numbers of Cattle Handled by LMD 

8. In the IBRD appraisal report, 183,000 head of cattle were forecast
 

as passing through the marketing system in the first year of the Project,
 

54,000 from the North East and 129,000 from the South. 
In 1974/75, effectively
 

the 
first year of the Project, probably around 90,000 head of cattle used the
 

marketing system, 70.000 from the north east and 20,000 from the south. 
How

ever, although LIM purchased about 60,000 head of cattle in the north east they
 
sold less than 20,000 head. AlthougK 1975/76 is now effectively the first year
 

of the project, the overall level of marketing activity is considerably less than
 

-foeCast.-.n-the Previou- year th-ere had been severe decline in the-ma::Ketlng
 

activities of IMD. 
 Just over 
23,000 head of cattle were purchased, 57% less than
 

1972/73, and just tnder 14,000 head sold, 76% 
less than in 1972/73 (Table 1).
 

9. This reduction in both sales and purchase activity by LI 
since the
 

middle of 1973 would appear to be caused by a lack of demand. Since the end of
 

1972/73 cattle on hand have increased from 12,089 to 50,012, a level three times
 

the average of the previous seven years. 
 The price at which LMD is prepared to
 

sell its cattle must of course have an effect on the level of demand. However,
 

at an auction of 4,000 head early in 1976 only about half of the cattle were
 

sold because the four or 
five buyers present quite clearly did not physically
 

require any further cattle even at a substantially reduced price. One general 

reason given is the uncertainty in the industry and the poor iC price. .--

10. A particularly severe dry season during 1975 on the group, company,
 

and commercial ranches has resulted in some fall-off of demand as they have been
 

http:Ksh.1.11
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unable to finish their cattle for slaughter and they have not purchased
 

further cattle. 
Delays in issuing land title certificates and organizing
 
new ranches at the coast have meant that LM 
have not been able to sell to
 

this market as forecast.
 

Past Financial Performance
 

11. 
 During the 1970s LMD has consistently made a substantial financial
 

loss. 
 In 1973/74 and 1974/75 it made a loss purely on its cattle trading
 

activities. 
Thin is illustrated in Table 2 which provides 
 financial data on
 
LMD's operations during the last seven years. 
 This table excludes depreciation
 

and either interest charges or return on capital to show the cash implication
 

of LMD's cattle operation. 
Apart from 1974/75 when head office staff were
 
absorbed into the Ministry of Agriculture's personnel vote all of LMD's non
project staff are included, although some 
perform an extension function and are
 

unrelated to LMD's direct marketing activity.
 

12. Table 5 relates LMD's loss to 
the cattle sold. 
Over the last seven
 
years LMD's loss has never been less than KSh.60 per head and in one year was as
 
much as KSh. 360 per head. Over the period as 
a whole the average loss per head
 
was KSh.12F.The very poor performance in 1970/71 was principally caused by a
 
high mortality and large expenditures on transporting cattle out of drought
 
areas. 
 The even worse performance in 1973/74 and the poor performance in 1974/
 

75 were due to the relative small numbers of cattle sold.
 

13. 
 These tables understate LMD's operating costs as development staff
 

employed on the first phase of the project, yet retained for operation, are
 
not included in LMD's 7ecurrent costs. However, they do include the costs of
 
operating the stock routes and employing staff with an extension function which
 
provide a service to the industry as a whole. 
From 1974/75 the salaries of
 

head office staff are not 
included. 
LMD's profit and loss account also
 

understates LMD's loss as 
depreciation is based on an incomplete list of
 
current assets and no. allowance is made for interest charges 
on working capital.
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On the whole, LMD has controlled its operating costs adequately altnougn staff
numbers may be in excess of that warranted by throughput in 1975/76. 
 Its
 

losses have been mainly due 
to:
 
(a) Paying too high a price for the animals in an attempt to
 

help the pastoral people.

(b) As a result of (a) asking too high a p rice from producers
 

thus depressing demand.
 

(c) High average mortality.
 

(d) Paying insufficient attention to forward marketing prospects,
 

thus, finding itself having large numbers of animals unsold
 

incurring increased operating costs and greater risk of 
mortality.
 

(e) Possibly insufficient appreciation of the high cost of the
 

animal health and quarantine costs which are part of the Govern

ment's attempt to protect disease entering the high potential
 

areas.
 

Prices
 

14. 
 Since 1971/72 there has been a substantial increase in the purchase
 
price paid by LMD for their cattle. 
There was a 35% increase in 1972/73, a
 
further 34% in 1973/74 and 4% in 1974/75, overall an 88% increase. The sale
 

price increased by 18% in 1972/73, 42% 
in 1973/74 and fell back by 4% in 1974/75,
 
an overall increase of 59% 
 In two years, 1972/73 and 1974/75 the average sale
 
price received by LMD was actually less than that paid by LMD. 
Thus over 1972/73
 

to 1974/75 IM bought at an average price of KSh.376 and sold at an average price
 

of KSh.396 (Table 3).
 

15. 
 Without taking into account mortality and operating costs it would
 
seem from the prices paid for the animals that LMD was paying at source a higher
 
price than their intrinsic value on meat, certainly between 1972 and 1974.
 
Liveweights of animals purchased are not available and while some animals off
 
the stock route may fetch standard grade at KMC many grade as comercial and
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certainly the liveweight value of immatures, the majority of stock purchased,
 

would be ccmmercial grade if sent to KMC. 
 It could be argued that immatures
 

should fetch slightly higher prices but the financial state of the industry
 

recently has been such that ranches have been reluctant to pay high prices and
 

are anxious to keep as much of the grade improvement as possible for themselves.
 

The following table illustrates the commercial grade value of steers weighing
 

210 to 260 kg liveweight. Forth East imnmatures weigh between 200 and 240 kg
 

(the average at the recent Longopito sale was 209 kg) while the average weight
 

of a commercial grade animal going to KMC is 240 kg.
 

------- .-------. 
1969 1970 
 1971 1972
Price/kg CDW 2-/40 "2/40 2/80 

1973 1974 1975
2/60 3/19 3/70 4/25
Price/kg LW 
 1/08 1108 1/17 1/26 1/66
1/43 1/91
If 260 kg LW 280/- 280/- 304/- 371/-
327/- 431/- 496/240 kg LW 
 259 259 280 302/- 343/- 3/98 458
210 kg LW 227 
 227 246 264/- 300/- 348/- 401/-


Actual average paid

by LMD (Table 1) 210/- 217/-
 252/- 340/- 456/- 475/- 425/-
Price sold 290/- 246/- 330/-
271/- 468/- 447/- 478/

16. 
 The position has improved somewhat in the current year, 1975/76.
 

During the first six months a sales price of 
KSh.478 was achieved as against
 

a purchase price of KSh.426. Yet 
even so, with an 11% mortality LMD are only
 

just covering their purchase price.
 

17. 
 It was noted that LMD has been paying substantially higher prices
 

to traders than the traders themselves were paying to individuals and some
 

mark ups of 100% were quoted. 
While thts might be due to high traders margins
 

it also reflects the over pricing by LMD and the traders appreciation of their
 

own operating costs, costs of money, losses and sometimes the length of time
 

they have to hold cattle before they can eell them.
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Mortality 

18. Animal mortality has varied from .5 to 27Z (average ll%);in 4 years out of 7,
Table 4.it has been 5Z or lessj The high mortality years reflect the early problems
 

with the stock routes and periods when cattle had to be held for a long time.
 
However, there are indications that mortality is often higher than that which
 
traders would sustain and this suggests that some cattle are being'bought in 
extremely poor condition. 
That this mortality is 
not due to the grazing
 
available to LM and the range management performance is borne out by the
 
privately owned herded cattle suffering a very much lower mortality rate. 
 For
 
example in a recent analysis of cattle moving on the same stock route privately
 
owned cattle suffered a mortality rate of the order of 1% 
at a time when LMD's
 
mortality was about 8%.
 

Market Forecasting
 
19. On several occasions in the past LM has had oflarge numbers 
cattle on hand unsold; presently it has 50,000 head. 
Part of the problem
 

is quarantining which sometimes delays cattle movement 
so 
 missing the time when ranches or KKC are prepared to take the cattle.
 
Uncertain weather is 
also responsible since cattle have to be available
 

for purchase before it is known whether ranches have had 
 good rains and 
consequently can take cattle. 
Recently, cost inflation not matched by
 

producer price increases has often altered ranchers investment intentions
 

and at the same time made LHD more anxious to obtain better prices to lower
 
its own increasing margins. 
 The present situation, however, in large 

measure due to inadequate forecasting of new ranch cattle needs and the slow 

pace of development at the coast. 
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Quarantines
 

20. 
 While cattle theoretically should be held up for only 3 months
 
LMD and traders are often forced to hold them longer. 
Government believes
 
that stringent quarantine regulations are required to protect high potential
 
area livestock development (from Pleuropneumonia and Foot-and-Mouth) and
 
safeguard export markets. 
There is thus a case for maintaining that the
 
pastoral people should not have to meet all the quarantine costs.
 

LMD's Future Prospects
 

21. 
 LMD is currently losing on average about KSh. 5.0 million annually without
 
taking depreciation capital charges and some hidden costs into account (Table 2).
 
Govornment has to date accepted this loss as part of its efforts to increase
 
the income of pastoral people. 
 Since 1971 annual purchases have averaged
 
about KSh.17.5 m. (range KSh.10.5 to KSh.29.4 m.). 
 The grades marketed are
 
mainly commercial and standard and so 
this subsidy also benefits canning
 
exports and the local consumer of standard; in fact it can be argued that it
 
benefits 
(or subsidies) canning exports entirely since standard grade
 
is also canned and immatures that are fattened only release other
 
animals from elsewhere in the pastoral areas to go into the can.
 
22. 
 If present policies and expenditures continue it is difficult to
 
see these losses getting less in the immediate future. 
As can be seen in
 
Table VI, based on LMD's forecast operating costs and 10% mortality trading,
 
losses of KSh.5.0 m. to KSh.6.0 m. per year will be sustained while the present
 
level of sales (averaging 35,000 immatures for the past 4 years) are
 
maintained and this estimate assumes a 25% mark up between purchase and
 
selling price which has so 
far not been achieved(and must also imply a
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reduction in purchase price while commercial and standard producer prices
 

remain the same);without this mark-up future losses could therefore be
 

greater. 
It is not until UM achieves a throughput of 200,000 head 
(fore

cast by year 7 or 8 in the appraisal report) that 
 total operating costs
 

are covered (Table 9). 
 The rate of return on investment is of course negative. At
 

the present time it is not clear whether thIs throughput can be achieved and
 
it would seem that it will only be obtained through a combination of LMD
 

and trader activity with the latter paying for quarantine charges. 
If
 

recurrent costs could be drastically reduced from current forecasts, purchase
 

price reduced by 25%, and mortality reduced to 5% 4hen a break even point might
 

be achieved between 70,000 and 100,000 head with the latter giving a low
 

financial rate of return 2.3%; 
a throughput of 200,000 would return 8.6%
 

(see Table kO).
 

23. 
 The following table gives some indication of margins and the
 

price L1D could pay to North East graziers if the purchase price were
 

dropped, and costs and mortality reduced 
so that LM could make a
 

trading profit. 

Proposed 
 Present Forecast 

210 kg imature 300/- 1/42 per kg LW 439/- 2/09

Costs 50/-
 140/-

Mortality 5% 
 15/-
 40/-

Materials 
 10/- 10/-
Interest on 
 3/-
 4/

378/- = 1.80 per kg LW 
633/-
Margin 
 23/-
 Loss
 

Value as coercial 401/- 1/91 per kg LW 401/-

Value as standard 
 2/28 " " " 478/
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Conclusions and Recommendations
 

Conclusion
 

24. Capital and recurrent costs have escalated as follows:
 

Appraisal Report 
 Present Estimate
 
(including price contingency)
 

Capital 
 KEO.99 million
 

Recurrent 
 KEO.26 million
 

The "present estimate" includes a price contingency at 10% per annum.
 

25. 
 The UK aid contribution is presently fixed at Sterling £1.388 million
 

which is KSh.22million at the 1974 exchange rate. 
There is also some Technical
 

Assistance which contributes to the recurrent costs. 
As presently agreed any
 

additional funds have 
co be provided by the Kenya Governmeut.
 

26. 
 In the last two years there have beer. serious problems over the
 

demand for cattle from LMD.
 

1972/73 1973/74 1974/75
 

Sales 
 58,518 13,858 
 19,746
 
Purchases 53,976 23p043 62P227
 

27. Since 1970/71 prices paid by LMD have substantially increased
 

at a faster rate than prices received. Furthermore, LMD appear to be 
paying considerably more to the traders than the traders are paying to 

individuals.
 

28. 
 LMD have been making a large and consistent operating loss before 
depreciation and interest charges: KSh.4.9 million per annum average over the last 
five years, KSh.4.8 million in 1974/75. This is with no charge for working capital 

Cat the beginning of 1975/76 Financial Year about KSh.20 million) and investment 

(presently estimated at KSh.50 million from Phases I and 11). 
 Losses have be&

due to: 
(a) too high purchase prices, (b) high mortality, (c) purchasing
 

cattle when forward marketing opportunities were uncertain.
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29. 
 There is considerable uncertainty over the demand for LMD's cattle.
 
Given the current negative profitability of the ranching sector in the short
 
term there may be a much reduced demand for immature cattle for finishing than 

forecast at appraisal. 

30. The main medium term function of LND would appear to be providing 
quarantine, stock route and transport facilities. The need to continue to 
purchase cattle, especially in the south, after the marketing infrastructure 
has been established will depend on the rate of expansion of the private
 

traders.
 

31. 
 The financial prospects of LMD look poor given current projections
 
of recurrent costs: at 50,000 head of cattle the incremental cost per head
 
is KSh. 215. 
 At 100,000 head it is KSh. 137 (10% mortality). 
 With reduced
 
operating costs and 5Z mortality the figures are KSh. 82 and KSh. 66, respectively.
 

Recommendations
 

32 .
 It is suggested that capital investment program and the recurrent
 
activities of LED should be revised in the light of the numbers of cattle it
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is required either to buy and sell and to provide with suitable marketing 

facilities.
 

33. 
 In order to assist this process it is suggested that the operating
 

costs and the investment program should be listed separately for the North
 
and the South and that LND should proceed with its proposals for establishing
 

cost accounts for each region.
 

34. 
 In view of the importance of moving cattle from the N.E. and Masai
 
in order to pay for the water supplies and range facilities LMD; RMD and KMC
 

should decide on the best strategy to increase the movement of cattle from
 

these areas.
 
35. 
 It is suggested that full consideration should be given to LMD
 
henceforth purchasing and selling only by weight arffl at a purchase price which
 

will-enable LMD to cover all its operating costs. 
 LMD's proposal that they
 

should try a margin of 50 cents per kg liveweight; between purchase and sales 

price is supported.
 

36. It is. agreed that LMD should continue to regard its 
sales and purchasing activity as being justified only in the absence 
of private trading activity and it should be prepared in the 
medium term to concentrate on providing facilities to traders 
for quarantine, marketing, movement on stock routes and transport
and only acting as a buyer of last reaort at a floor price. 
37. 
 It is suggested th,-.t consideration should be given to
 
providing a quarantine service to the private traders in the 
north and in the south at a more subsidized charge in order to 
give them sufficient incentive to accept the considerable uncertainty
which they incur in quarantining their own animals as they are 
unsure how long the process will take. This will enable control 
of the quarantine process yet will not effectively exclude the 
trader because of the quarantine requirement which causes a benefit 
to the whole livestock sector rather than the individual. 
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38._ Full consideration should continue to be given to ways
 
of reducing mortality. One possibility is to avoid buying cattle
 
in a distressed condition unless they can be quickly moved to
 
slaughter. Consideration should also be given to having a price
 
differential for such cattle so that the necessary transportation 
cost can be covered. 

39. LMD has 12 holding grounds totalling over 260,000 ha. They represent
 

a wajor range (ranch) management exercise. LMD should review its managerial 

activities on these properties to determine whether its management dapabilities
 

in this field are adequate.
 

40. Government should consider and establish the rate of return 
which LMD is required to earn on their investment. 

41. It is suggested that full consideration should be given to 

providing LMD with a tradixi account fund and requiring them to 
restrict any loss to the size of that fund rather than the Treasury
 
giving them purchase money and subsequently col-lecting any sales 
revenues. Such a trading account should include any operating costs 
at present included in the profit and loss account.
 

42. Prior to the above detailed work being carried out by the 

Kenya Government it is suggested that apart from the weighbridges
 

and 	any other critical investments there should be a pause jLn the
 
investment programme and in any increase in recurrent activities.
 

This 	will enable the investment programme to be revised and 
rephased if necessary to take account of the detailed work. 
In particular account should be taken of: 

(i) the cost escalation;
 

(ii) 	the effect of buying and selling by weight 

at fixed prices; 

(iii) the demand for immatures for finishing.
 



43. Prior to the above considerationa.it would not, be
 
appropriate to finalize the capital funds necessary for the
 
project.
 

44., 
 UK aid funds are not available for general range development
 
in the North East and should continue to be available only for
 
the specific development of LMD's marketing facilities.
 

http:considerationa.it
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KENYA 

SECOND LIVESTOCK DEVELOPMENT PROJECT CREDIT 477-E
 

REVIEW MISSION FEBRUARY 22 - MARCH 26. 1976
 

LIVESTOCE :TIN, PROJECT 

RBVISION OF P2OJWCT DATA 

. Caacity f the TIMl Transport Fleet (Acnraisal .nex Table I)
1.1. As a result of changes in the capacities of the cattle
trains and trucks and a reduction in their average speeds the
maximum number of cattle transported by the trains each year is
51,590 (a reduction of 10% from 57,000) and by the cattle trucks is102,960 (an increase of 43% from 72,000). A revised table is
 
presented at Table 8. 

2. Cattle assing trough the Stock Route Ssem (Azraisal 
Annex 3 Table 2) 
2.1.. As U, do not purchase all the cattle passing through themarketing system and as there are parts of the system where no
charges are made Z.M can only guess at the marketing of privately
owned cattle. 
It is thus not possible.from It'D's data to revisethe forecasts for the number of cattle passing through the 3toc!k 
route system. 

2.2. In the project document several assumptions were made
Which are not valid today. The main changes are: 

i)Cattle- marketed by L':, do not average 250 kg
live-weight. Those purchased are thought to 
-average 190 kg and the immatures considerably 
less. Verification of this is not possible
until the wsighbridges are i=tm.lled. 

(ii) There is no market charge. 

(±ii) There is no charge for the use of stock routes. 

(iv-) There is no veterinary charge other than for drugs. 

(v) A charge is made for the use by private traders 
of holding grounds_ and their facilities. 
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3. fattle Marketed from the North East (AaDraisal Anzex 3 Table 3 
3.1. There indicatioa theis no that surplus of cattle a-Tailable 
in the north east is differeat from that projected: i.e. 54,000
 
in 1375 increasing to 92,000 1980in and 132,000 in 1985. The 
indications are that supply of cattle from the north will not be
 
a oonstraint on the Livestock Derelopment Programme. For this
 
reason the substantial research .*equired to establish the current 
livestock population is not required at this time. 

4. .iattleMarketed from the South (ADnraisal Annex 3 Table 4) 

4.1. Similarly there is no indication that the supply from the 
southern region is likely to be any different from projected in
 
the project document i.e. 
129,000 in 1975 increasing to 187,000
 
in 1980 and to 258,000 in 1985. For the reasons given above no
 
investigation of the cattle population in the south is proposed
 

at this itage. 

5. Details of Investments in Iarkets and Transport Developments 

5.1. The locations and nature of investment facilities have
 
'beenrefined by 
=D since the project document. The present
 
proposals for locations detailedare at Appendix 2.The following 
section describes tLs revision of the programme.
 

5.2. Sales Yards

These will be established at the sites listed at Appendix 2. 

tacn Yard will oe provided witn a loading ramp.
 

5.3.- Yeighbridges 
These will be located at the Sales Yards mentioned above. In
 
addition two weighbridges will be installed at sites where sales
 
facilities already exist. 
 Instead of purchasing 5 large weighbridges 
at KShs:3C,000 each, IVID felt it more appropriate to buy 33 of 
intermediate type at a cost of 1Shs:33,000 each. The weighbridges
 
have all arrived in Kenya. 
Four have been installed and a contract
 
for the inst1lation of the otiers has been agreed.
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5.4. Two Way Radios
 
These are now considered unnecessary 
by I=W and have been omitted. 

5.5. Housing and Buildin
 
The requirement for housing for this section has been reduced
 
although cost escalations have increased the total amount required. 

6. Market and Transoort Development:
 
Operation and Maintenance Costs (Apraisal Annex 6 Table 20)
 

6.1 . eihbridges
 
There will be 36 of 
 these (including 	three already eisting 
before the project). The cost of maintenance will be !Shs:36,000
 
per year, in contrast to 
the 32,000 allowed in the project appraisal
 
document (see Table 6). 

6.2. 
 Other Facilities
 
At 5% 
 of the total investment in sales yards, loading ramps and
 
buildings including housing and maintenance costs wil amount to: 

KShs:
 
1975/76 1976/ 
 1-7778 1978/79 

22,000 69,000 108,000 122,000 

If the building pro-gramme is accepted then provision must be
 
made for this maintenance.
 

6.3. Tzranasort
 
The figtu.es given 
 in the project appraisal document (Table 20

of Annex 6) for mileages for the cattle 
trains have been revised 
in Table 8. 

6.4. Other roenses
 
Iravelling expenzes, and Other Zpenses (such as uniforms, postal

.charges, office equipment, stationery etc) are not included in 
the project appraisal document. The following sums have been 
extracted from the ILinistry's estimates: 

KShs: 

1975/76 
 1976/77 .1977/78
 

708,000 800,000 860,000
 

http:figtu.es
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6.5. Technical Assistance
 
The figures given in Table 6 are actual expenditures for theyears up to 1974/75, &.ad estimates for 1975/76. Sums are also
forecast for 1976/77. 
Because of the late starting of theproject, provision has been made for .the technical asistance

staff to remain for one more year than was originally planned.
 

6.6. Staff
 
The revised staff requirements 
 are shown in Tables 6 and 7. The postof "weighmaster" is now abolished as weighing will be carriedout by the marketing overseers. The post of "Livestock 1.Larketing

Officer" replaces that of "Buyer", the duties being the same,

but the title being more 
descriptive of them.
 

7. 
 Details of Investment in Holding Grounds (Aouraisal An-ex3 
Table -5 and .nex 6 Table 19) 

7.1. 
 The locations and nature of investment facilities have
been refined by 11D since the project document. The presentproposals for locations are detailed am 'Appendix 2. The following
section describes this revision of the programme.
 

7.2. Develooment of Holdinm Grounds - Clearina BushM . now- requires to clear only 3,000 hectares of land, not 40,000as stated in the appraisal document. 
However the cost mentioned
in that document, KZhs:20 ner hectare, is one exceeded many yearsago. 
 For the 3,000 hectares a more likely cost of ZShs:3,CO0,oCO

(ZShs:1,000 per hectare) has been inserted. At this cost theextent of bush c.earance needs to be further reviewed to see ifi:t is economicaly sound bearing in mind that the clearing of the3,000 hectares -dill eliminate tsetse fly challenge from a muchlarger area, and it is to this greater area that the benefits of
 
clearing must. be 
 applied. 

.7.3. Boreholes 
IM now considers that ten boreholes will prove sufficient.
Boreholes are being drilled at Bombing range, Mitengela, Namanga
and Bissel, and prospecting for borehole sites has been requested

fcr Turbi Holding Grcund, 
.Lrsabit (two boreholes), 3erolzvi,

lAo Gashu, Xula 
 !awe, Zal Katulo, Debel, a point some 16 ks 
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south of Bun-, on the Wajir-Xerti road 110 kms from vajir and

also 145 kms from wajir. It is expected that at least six
 
successful boreholes 
can be found from these ten investigations.
 

7.4. Storage Tanks and Surface 'ater Ponds 
The numbers of these have also been reduced by LI-D 
to the level
 
of need and two tanks will be erected at each borehole.
 

7.5. Water Troughs
 
Two are now required for each water tank.
 

7.6. Pining 
This item was not included in the appraisal but was subseauently
 
inserted by ;.-.


7.7. Sora7 Races/Dips
 
In the appraisal document 48 spray races wer? sited almost at
 
random through the country, ignoring 
the ecological fact that
 
there is no purpose in tick control in the more desert areas 
to

the east and north, such as 'Jajir, Garissa and Harsabit districts. 
Only two 
species of tick, neither known to transmit disease to
 
cattle,.are to be found in 
 any numbers in these desert areas,

Rhipicerhalus ulchellus 
 and a aLma species (Walker, 1974).
IZ- consider that spray races, properly maintained and used, are
 
more efficient than dips and have therefore chosen to install
 
these. The sites chosen are listed at Appendix 2. 

7.8. Fencinz
 
L,,I consider it unnecessary to provide all the 350 miles of 
fencing mentioned in the appraisal document, and that 205 miles
will suffice. This will consist of 30 miles of "Flextella" 
fencing around certain sales yards where there are problems
of trespass and damage, at a cost of zShs:3,000 per mile, and 
17.5 miles of s'imple post and wire fencing elsewhere at a cost 
of ZShs-: ,800 per mile. 
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7.9. Launch and Jetties 

These were intended to provide a means of travelling between 

the mainland and Lamu Island,. but there 13 now a sufficiency 

of Government and public transport at this point. These items
 

have therefore now been omitted.
 

7.10. Tractors, Trailers, D4 Tractor, Caternillar Grader, 

Water Trailers 

These items were not in the appraisal document but have been 

found necessary by LIM. The tractors and trailers are to be 

used as general transporters for material, fodder etc. The
 

D4 tractor and caterpillar grader are to be used to maintain
 

and develop roads in the Holding Grounds. The water trailers
 

are to be used to supply water to temporary encampments within
 

Hold 4ng Grounds. Usually, herders choose to camp near water,
 

and this restricts grazing. With these trailers the cattle
 

camps can be situated far from water-points, and the cattle 

grazed around the camps, trekking down to the water-points
 

or rivers only for their own watering. 

7.11. Low Loader
 

This has been omitted as it is not now necessary as the 11inistry
 

of Works or Land and Soil Conservation Division transport can be 

used on the few occasions when it is necessary to move heavy
 

*equipmant. For the lighter equipment the D4 tractor will fit
 

inside the aippo lorries.
 

7.12. Hous in9 

In the project appraisal document the total,number of houses to 

be built Was insufficient for the number of staff it will be 

necessary to employ. fIO have altered the housing programme 

accordingly. 

7.13. Office/Stores 

A realistic current cost is ZShs:30,000 each which was obtained 
from the Ministry of Works. This has been inserted instead of 

the figure of KShs:10,000. 
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8. Stocc Route and Holdint 
Ground Develoment:
O station and Mainten-nce (Table 6)
 

8.1. Staff
btimates of the Ministry of Agriculture Show that posts nave
been created for 356 extra staff, of whom 143 are to be employed
Or are already employed in 1975/7. 
 (Tables 6 & 7).
is difficult to Justify this increase in staff at the present
 

- While it 
moment, if the project is to develop and succeed, many of these
men will be required. A decision as to whether they should be
recruited therefore depends on the complete review of the whole
 
Programme.
 

8.2. oreholes

The sum of KShs:5,000 per year per borehole for maintenance is
too little. 
It is considered by i:M that a more realistic
figure would be 
 18hs:15,000 per year.
 

8.3. 
 Water Ponds11iD now suggest 20 .iater ponds instead of 62. At 5% of theinvestment cost, the maintenance and cper'ation costs are estimated
 
at:
 

107/781/7/7 
- 60,000 
 130,000 200,000
 

8.4. StooRoutesand FoldimGrounds ane neThe figures mentioned in footnote 4 of the appraisal's Table 21
were purely notional. The following revised figures have been
obtained from 
 NID,.
 

Kam1 
290,000 400,CO 400,000 400,000 

8.5. Vehiclesincluding tractors, graders, etc.
The Land Rovers are already covered in the :'arketing Section.
followings 3ums are required for the operation of the other 7ehicles:
 
The
 

1975/76 
 170/77 
 1977/7 
 18,000
 
120 
 I60,0jo. 
 180,000 
 180,000
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KENA 

SECOND LIVESTOCK DEVELOPMENT .PROJECT CREDIT 477-KE 

REVIEW MISSION FEBRUARY 22 - MARCH 26, 1976 

1. jfT- FO . '.'QIGtf.Iif G 3. Lj Y,1.1DS D LOADI'G IrAS 

UORTH FST."2AI PROVINCE RIFT VALLEY. PROVIUCB 

Garissa District West Pokot District
 

Garissa Town Lacheliba/longelai 

Dadab Nasukuta
 

Wajir District Narok District 

WaJir Tom-m -arok Town 

Habaswein IHlot 
zhot mhot Zajiada District 

tMandera District. jado Town 

Lak Zati±lo Kuku 

Gari Hill.s Samburu District 

rilele.
 

COAST 2ROVl'TC3 Ama ya.
 

Lamu District Barino District
 

Bodbai Ryinyan
 

Tana River District IMariga. 

Eu,rawa Tikioia DistricA

I.enj i Dol Dol 

South Typanza District
 

E R1ZTN l2ROVElC Lichota
 

EacalderIsiolo District 

Garba Tulla Kericho District
 

I. erti Bbmet 

Iarsabit District Blaeo t _rsket 

Bodasa Sergoit
 

!."oyale Tar!Zna District.
 

Zitui District Lotongot.
 

K~pni 

tiat ito 

-achakos Disbriat 

Zibwezi 
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Appendix 2 

2. SITES O SPRAY R-C3S/DIPS ..VrD 10LMETI 

Sites for dips or spray races and water pipelines have been 

found at 
Zttegela 

the 
(2-) 

following placest 
IdJalt 

Bombing Range. 

L choto 

Nginyang 

Longopito (2) 

Kibwezi rsiolo (2) 

Lot ongot
"Nanyuki Stock Rutq (2) 

Zacheliba 
Ierti 

iarok 3bdasso 

Bamba 
•Dcalder 

Nguni
l tt 

M!ado Gashi Naiakuta 

FKula Nawe Luoni ek 

Susva Eamut e" 

Dol Dol Ilutare Stock Route 
(TOTAL z 30) 

3e. HOLDING GROUDS 

(a) The following are being obtained for qTarantine purposes: 

ha ha 

M-isho I,100 Wenj e 15,000 

ir min 12,000 Lirawa 16,000 

Isiolo Complex 

La=u Complex 

150,000 

40,000 

Luoniek 

Zibiko 

20,000 

1,000 

Bombing Bange 

Kitengela" 

2,000 
4,000 

NIacalder 
Amay& 

i,200 

4,000 

209,100 5,72,000 

(b) rI wishes to purchase: 

ha
 

•armar 20,000 

D.,jie 20,000 

and the Isiolo complex and 
which lie between the Lak?.pia grounds 

L;.M to move cattle into the disease free area which 
will enable 

these two grounds abut.
 



-3- AM10 
AppendLr 2 

4. LOC.ATIO- op PoND9s 

I.M is proposing that Range ianagement Division should install 
identical ponds to those put in by USAID and that WO should
 
be able to use R=.lts facilities.
 

5. ZOCATITN OF TROUGHS 

Two will be installed at each pond, others on pipelines.
 

6. LOCkTIOT OF BOROLEH 

Borehole sites cannot be named until prospecting is complete and
 
a successful bore 
 has been made. Investigation has been made by

geologists at the following sit's and 
contracts have been sied
 
for drilling:
 

Bombing Range • 

Zitengela 

Namanga 

Bissel
 

Investigation has been requested for:
 

Turbi Holding Ground, Irsabit (2 boreholes) 
Serolsvi 

11ado Gashe
 

TulaIMa.re
 

Lak Katulo
 
Debel
 

Buna 
N.ajir Ierti Road (I 10 km from Jaj ir) 
lfajir Ilerti Road (145 km from '/ajir) 

It ia hoped that successful bores can be made from these 10
 
investigations.
 

7. LOCATIT 0? T!'ES 

"wo will be installed on each successful borehole.
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ANNEX 10
 
Table 9
 

KENYA 

SECOND LIVESTOCK DEVELOPMENT PROJECT CREDIT 477-KE
 

REVIE; MISSION FEBRUARY 22 - MARCH 26, 1976
 

zd of Programme
 
2orecast Cost in Relation to NIumbers
 

of Cattle Hiandled (1976 prices)
 

£'000
 

'000 Head of Cattle 
 50 100 
 150 200
 

Recurrent Costs 
 350 350 
 350 350 
 350
 
Haterials 
 13 
 25 50 75 100
 
iortality at 10% 
 50 100 
 200 300 400
 
Workirg Capital 
 5 9 18 28 37
 
ota Operating Costs 
 418 484 
 618 753 
 887
 

Revenue from 25% markup 
 113 225 
 450 675 900
 
Profit/loss with 257, markup 
 (305) (259) (168) (78) 3
 

incremental Cost
 

Per head (Shs) 
 372 215 
 137 112 98.6
 
Per kilo (3hs) 
 1.96 1.13 
 0.72 0.59 
 0.52
 

d . 

(a) Avera-e weight 190 kg. 

(b) 10,. mortality.
 
(c) £20 purchase price i.e. Shs:2.10 per kg live weight.

(d) Hecarrent costs as 
currently projected by I4fl 
(1976 prices).
 
(e) Haterials at Shs:10 per head. 
(f) Cattle held on average for six weeks.
 
(g) interest charged at 8% on working capital. 
(h) Capital investment taken as 1:2.5 million as 
at March 1976
including estimated planned expenditure 1976 
-
1978 at 1976 prices.
 

http:Shs:2.10
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Table 10
 

KENYA 

SECOND LIVESTOCK DEVELOPMENT PROJECT CREDIT 477-K!
 

REVIEW MISSION FEBRUARY 22 - MARCH 26, 1976
 

End of Programme
 
Costs in Relation to Numbers of
 
Cattle landled (1976 prices
 

£ 000
 
'000 Head of Cattle 
 25 50 100 15_0 200
 

Recurrent Costs 
 100 125 175 
 225 275

i.Laterials 
 13 25 50 
 75 100

Mortality at 55 
 19 38 
 75 113 150
 
orkin, Capital 
 3 7 14 21 28
 

Total ODerating Costs 
 135 195 314 
 434 553
 
Revenue from 25% markup 
 89 178 356 534 
 713
 
Profit/loss with 25% markup 
 (46) (17) 42 
 100 160
 

Incremental Cost
 

Per head (Shs) 
 114 82.1 66.1 60.9 
 58.2

Per kilo (Sihs) 
 0.60 0.43 
 0.35 0.32 
 0.31
 

Rate of -leturn (2.5) (0.9) 2.3 5.4 
 8.6
 

AsS u' t ions 

(a) "veir:e live weight 190 kg. 

(b) 5o zortalitY.
 
(c) £15 purchase price.
 
(d) Recurrent costs reduced from levels currently projected


by LiLD (at 1976 prices). 
(e) Materials at Shs:10 per head.
 
(f) Interest charged at 8% on working capital.
 
(g) 
 Cattle held on average for six weeks.
 
(h) 1976 - 1978 investment programme reduced by 50f%. Capital
invested taken as £1.85 million as 
at "larh 1976 expenditure


at 1976 prices.
 



ANEX 11
 

KENYA
 

SECOND LIVESTOCK DEVELOPN"rM 
PROJECT - CR. 477-KE
 

Review Mission 
- February 22 
- March 26 
 1976
 

Wildlife
 

I. PROJECT AS APRAISEDAD APQROVED
 

Background
 

1.01 
 The inclusion of 
a wildlife component in the Second Livestock
 

Development Project was dictated by the necessity:
 

a) to overcome the competiticn for grazing and water resources
 

between wildlife and livestock in three eco-systems of Kenya;
 
Amboseli, Maasai Mara and Kitengela/Nairobi 


; and
 
b) to protect wildlife in the dispersal 
areas and maintain
 

the income generated from wildlife mainly through the tourism
 

industry.
 
1.02 
 The three eco-systems selected have 
the following characteristics:
 

a) They have been traditionally used both by the Maasai for
 
grazing their livestock and by the wildlife, because of the
 
presence of high-quality grasses and of year-rcund grazing
 

and water. 
People, cattle and wildlife have cohabited for
 
years in these eco-systems. 
 Pastoralists traditionally regard
 
wildlife as 
their "second cattle" which may provide emergency
 

food supplies in the event of periodic decimations of cattle
 

through drought and disease.
 

b) 
 They have similar utilization patterns: 1) movement/dispersal
 

of wildlife and livestcck away from the area of permanent water
 
and grazing during the wet seasons, and progressive concentration
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Page 2 

of livestock and wildlife towards the area of permanent water
 

and grazing during the dry seasons; 2) complementary
 

utilization of various areas 
and grasses by livestock and
 

wildlife species according to the seasons and the status of the
 

vegetation.
 

c) Wildlife spends approximately 70% of the year in the dispersal
 

of the eco-systems and only 30% 
in the areas chosen for the
 

Amboseli National Park, the Nairobi National Park and the
 

Maasai Mara Game Reserve. 
The latter three areas represent
 

the dry season concentration areas within the eco-systems
 

and are 
therefore ideal for tourists' game viewing.
 

1.03 
 The traditional mechanism which secured the survival of wildlife in
 
the dispersal areas are 
rapidly eroding. The dispersal areas are being
 

divided into ranches held by small groups cf fairilies co which land 
is
 
adjudicated, largely in order to provide the basis for higher livestock produc

tivity through controlled stocking rates and range improvement. 
 In view of
 
the importance of the parks and of wildlife for the further develcpment of the
 
tcLrist 
industry of Kenya it therefore became imperative to prc"'ide for
 
both the prctEction of wildlife and ranch development in the dispersal areas.
 

0bjectives
 

1.04 
 The wildlife component of the project had two main objectives:
 

a) to support the establishment of the Amboseli Game Reserve
 

into a National Park and 
to ensure its continued viability as
 

well as the viability of the Nairobi National Park and Faasai
 

Mara Game Reserve. The areas 
under the jurisdiction of the
 

Nairobi National Park and the Maasai Mara Game Reserve were
 

to be extended. Human settlements and livestock were to be
 

excluded from the areas of the parks and reserve and special
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arrangements were 
to be made to protect wildlife in the
 

"dispersal" areas surrounding the parks and reserve. 
 Cattle
 

owners who had been using the parks and 
reserve for dry season
 

water and grazing and who were to continue to protect wildlife
 

in their grazing areas were to be compensated through provision
 

of some free water area and annual cash compensation;
 

b) to 
improve the data base on wildlife, livestock and utilization
 

of natural resources in Kenya.
 

Description of the Wildlife Component of the Project
 

1.05 
 The International Development Association (IDA) agreed to provide
 
financial support for the following items requested by the Government of
 

Kenya:
 

a) the development of a water scheme in the Amboseli eco-system
 

(1,800 km2) which would provide permanent sources of water for
 

cattle owners outisde the proposed boundaries of the Amboseli
 

National Park;
 

b) the development of a water scheme in the Maasai 1!ara eco-system
 

to provide permanent sources of water for cattle owners outside
 

the 1,872 km2) earmarked for the Haasai Mara Game Reserve;
 
c) 
 the provision of infrastructure to 
extend Nairobi Park Game
 

dispersal area to 
include an additional 350 km2 contiguous to
 

the said park; and
 

d) the establishment of a census and monitoring unit to provide
 

up-to-date baseline data on wildlife, livestock, and cultivation
 

in pastoral areas. 
 The program would cover 255,000 km2
 ; the eco

systems of Amboseli, Maasai Mara, and Kitengela/Nairobi would
 

get first priority.
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a) IDA ogreed to finanee-50OoLall_exenditures 
n
 

Ksh '000 
 US$ '000
 
Inver tmcnt 


8,522.0 
 1,193.56
 
Recurrent cost 
 1,436.0 
 203.12
 

Sub-total 

10,00C.0 
 1,401.68
 

Physical contingencies 
 1,000.3 
 140.17
 
.f .3 1,541.85
b) 100% of foreign or 50% of total expenditures under Part F7i.e.,US$497,360
 

Ksh '000 USCL 1 
Investment 

3,946.0 552.66 
Recurrcnt 

L,098.3 153.82 
Sut-tctal 

5,044.3 706.48 
Physical contingencies 

504.4 70.65 

Total 

5 543 7 
 777.13
 

CIDA. the Canadian International Development Agency, agreed to finance
 
the costs of the Wildlife and Monitoring Unit. 
The GOK also
 
approached the New York Zoological Society which agreed to 
finance US$140,000

against the costs at Amboseli. 
 The balance of proJect costs would be met by
 
the Government of Kenya.
 

http:1,541.85
http:1,401.68
http:1,193.56
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II. IMPLEMENTATION
 

AMBOSELI
 

Background
 

2.01 
 Because of its relatively small size (150 km2), the Amboseli
 

National Park suffers two major problems. The first problem is the over

grazing caused by the intensive utilization of its water and grazing resources
 

by wildlife and, to 
a lesser extent, livestock during the dry seasons
 

The second problem is Its great reliance on the adjoining "dispersal" area
 

to 
support its wildlife population during the wet seasons.
 

2.02 
 To overcome these problems, the Government proposed obtaining
 

agreement with cattle owners on the following:
 

a) 
 to provide a water supply scheme outisde the Park boundaries
 

so that grazers would not have to enter; and
 

b) 
 to provide annually a cash compensation to Maasai cattle owners
 

for protecting wildlife grazing on their lands in the dispersal
 

area and for potential income losses from livestock. In
 

return the Maasai would agree to stay outisde the Park and
 

protect wildlife in the dispersal area. 
The Government's
 

proposal was acknowledged at appraisal of the Second Livestock
 

Development Project and IDA was to support it under the Project and
 

agreement on the package was supposed to be obtained before
 

the project commenced.
 

2.03 
 Although simple in concept the Government's proposal has involved
 

and still is involving considerably intricate bargaining between the
 

Government, the cattle owners 
concerned and their leaders (some of which have
 

gone on for a number of years preceding the project). To show good faith
 

the Government is implementing 
the water scheme before the final agreement
 



on all points has been reached with the Maasai cattle owners. 
As the latter
 

have claimed compensation for lost grazing in addition to water, a point
 

which was apparently neglected at appraisal, the Government is now also
 

proposing to 
return two small portions of the Park (in exchange for a drier
 

portion outside the Park) where additional grazing is to be created through
 

the extension of the Sinet swamp outside the Park. 
As far as 
IDA is concerned
 

the following aspects of the project need to be considered: a) the agreement
 

with Maasai cattle owners 
on wildlife protection and fair compensation for
 

lost water and grazing rights and for potential income losses; and b) the
 

implementation of the water supply scheme.
 

Agreement with Maasai Cattle Owners
 

2.04 
 Although the agreement on wildlife protection and fair compensation
 

was to be reached prior to investment in the water supply scheme (see para 1.04),
 

it i still pending. This is 
not in accordance with the Development Credit
 

Agreement. The Government explained it had started the scheme before 
con

cluding any agreement with the laasai, because of time pressure and rapidly
 

increasing costs; 
it also thought that its negotiating position with the Maasai
 

would be reinforced if 
it had a concrete achievement to 
preient before concluding
 

the terms of the agreement.
 

2.05 
 The assurance 
that wildlife will be protected in the dispersal
 

areas and that the Maasai will no longer use 
the Park area is still pending
 

until agreement on fair compensation is reached.
 

2.06 Compensation for lost water rights is to be provided through the
 

water scheme which is at an 
advanced stage of implementation (see paras 
2.10

2.14 below). However, there are indications that the M-aasai were not fully
 

consulted on the design of the scheme and many appeared to learn about the
 

details only after the initiation of construction. 
Some have therefore also
 



ANE 11 
Page 8 

expressed their dissatisfaction with the location of water tanks and troughs
 

which may cause inefficient grazing utilization. They reported their
 

grievances to the Park Warden and to the resident engineer who canrot do
 

anything about it at this late stage of implementation.
 

2.07 Compensation for lost grazing is to be provided 
in two ways,
 

through 2 excisions from the park, in the southern and south-western part
 

of the Park in exchange for a plot of similar area in the drier eastern part
 

of the Park (Kintana ranch) (see map); and through the extension of Sinet
 

swamp which will create additional grazing in the south-western excision. The
 

two excisions from the Park were agreed upon in principle at a meeting
 

between elders of the Maasai and the President in 1975. They have yet to
 

be exactly determined by survey of Kenya and to be degazetted. The extension
 

of Sinet swamp is to 
include: upgrading of the causeway on the Enkongo/Narok
 

streams in order to permit a greater flow of water, building up two weirs
 

downstream, grading the channel to lake Conch which is to become a permanent
 

lake, and grading the south-western part of the swamp. 
Total costs are
 

estimated at Kshl60,000. 
 The plans were drawn in 1974 by the Ministry of
 

Water Development and were submitted for approval to the Ministry of Tourism
 

and Wildlife. 
They do not seem to have received further consideration and
 

have not been included in the contract for the water supply scheme. 
The
 

implementation of the swamp extension is however a condition of disbursement
 

in the agreement between the Government of Kenya and the New York Zoological
 

Society for the financing of the works at Amboseli (see para 2.18 
 ) 
2.08 The compensation for potential income losses is 
to be provided in
 

two ways: through the provision of a Guaranteed Minimum Return (GMR) and
 

through the creation of alternative sources of income. 
 An estimate of the
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Guaranteed Minimum Return was made by the consultants who prepared a
 
Development Plan for Amobseli at the time of appraisal of the Wildlife and
 
Tourism Project; it amounted to El,000 per annum. 
Since these calculations
 

were uiade in 1973, this figure of K1l,000 would have to be updated
 

by the rate of inflation 
which would give approximately L15,500 (ksh3lO,OO0)
 

This figure is only a guideline which would have to be reviewed. 
 The
 
formula to be used is explained in Appendix I. 
The substitution ratio would
 
also have to 
be revised in the light of information that has become available
 

since 1973. 
 The Guaranteed Minimumn Return wculd be distribued to 
the
 
four ranches in the dispersal area, in the following proportions: Lolarashi, 80%;
 
Makutana, 10%; Lengisim, 8% and Kimana Tikondo 2%. 
 This distribution was
 
estimated on 
the basis of grazing utilization by wildlife on the various
 
ranches. 
The Guaranteed Minimum Return would be reviewed annually and would
 
be decreased, eventually eliminated, as alternative sources of income arose
 
The Guaranteed Minimum Return would be financed from the Park revenues, and
 
the transfer of the compensation would be supervised by the Kajiado County
 

Council. 
The final decision and arrangements for the provisicn of the GNR
 

have yet to be made.
 

2.09 Three alternative sources of income are 
currently being considered:
 
income from hunting blocks, income from development of camp sites, and income
 
from new employment opportunities arising from the development of tourism.
 

Progress has been made only on 
the hunting blocks.
 

Implementation of the Water Supply Scheme
 

2.10 Implementation Schedule. 
 The engineers' design was comiJeted by
 

the first quarter of 1974. Invitations to tender were published on
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April 9, 1974 and the closing date was set at October 1974. 
The contract
 

was awarded on January 7, 1975 to 
a Kenyan firm: Kundan Singh Construction
 

(Kenya) Ltd. 
 Work at Amboseli started early 1975 and has been progressing
 

satisfactorily. 
At the time of the review mission, progress of the works was
 

as follows:
 

Item 

% of Construction
 

Main pump house 

35.0
 

Booster pump housE 

80.0
 

Grade 9 house 1 
 90.0
 

Grade 9 house 2 
 0.0
 

20,000 gal tanks 
 40.0
 

50,000 gal tanks 
 35.0
 

Water points 

35.0
 

Water troughs 

60.0
 

Pipe installation 

80.0
 

Construction of the scheme should be completed by mid-July 1976, with a
 

two-month delay over 
the original schedule.
 

2.11 
 The major delay occuired in the construction of the main pumphouse
 

for the following reason: 
some objections were raised to the location of the
 
main pumphouse because it was within hearing and sight of Serena Lodge's
 

residents and visitors, although the engineers' design had been approved by
 

the Ministry of Tourism and Wildlife. 
The Ministry of Water Development,
 

which is the executive agency for UTW for this component of the project, was
 

asked to study an alternative less noisy system, i.e., electrical power
 

(vs. diesel power) and to propose an alternative location. 
The generator for
 

Serena Lodge could have been used but prcved of insufficient capacity for
 

the pumping scheme. 
The costs of a new generator and of procuring and
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installing electrical pumps were estimated to be an additional Ksh314,000.
 
This alternative was therefore dropped for lack of funds but might be implemented
 
later cn when funds become available. 
It was agreed to locate the pumphouse
 
50 meters further away from Serena Lodge than originally planned; the pumphouse
 
is now rather well hidden by trees and bushes; it is also sound proof.
 

2.12 
 Problems requiring attention by Government. 
Two major problems
 
relate to 
the construction and design of the water supply scheme. 
The
 
first problem is the completion of the booster pumphouse. 
 The inside parts
 
and piping for the booster pumphouse necessary to connect the pumps to the
 
rest of the scheme were apparently omitted from the awarded contract, and
 
the contracto- claims that he is not therefore responsible for procuring
 

these items and completing this part of the scheme. 
 However, a careful review
 
of the tender document indicated that a line had been entered for items possibly
 
omitted and that the contractor's responsible for making the scheme work as
 
5% of his bill is to be retained for 12 months following completion of works
 
as 
a guarantee against operational deficiencies. 
The costs incurred by the
 
contractor to procure and install the inside parts anu piping of the .,ooster
 
pumphouse ought 
to be covered therefore in his provision for contingencies
 

and it is expected that the Ministry of Water Development, which is the
 
executive agency of the Ministry of Tourism for the construction of the scheme,
 
will soon take the steps necessary for the scheme to be completed on schedule.
 

The second problem is the proximity of the waste water disposal
 
area of Serena Lodge to 
the source of water supply for the scheme. The
 
water disposal area might pollute the source by infiltration. This problem
 
has teen brought to the attention of Serena Lodge's managers but no 
decision
 
has yet been taken. 
It is also worth mentioning that the actual design of
 
the scheme is not fully satisfactory. It appears that there would have been
 
more efficient and less costly alternatives which do not seem to have been
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fully investigated prior to the final decision on the scheme. 
However it
 
does not seem feasible to change the design of the scheme at this late
 

stage of implementation.
 

2.14 
 The third problem requiring Government's consideration is the
 
operation, maintenance and supervision of the scheme. 
Even though the
 
water supply scheme is going to be completed very shortly no decision has been
 
taken, rcr a draft of institutional arrangements madey 
to ensure the operation
 
and maintenance of the water supply scheme, to secure 
and administer the
 
necessary budget, and to supervise the scheme as well as the provision of the
 
monetary compensation to cattle ou-ners. 
 The Ministry of Water Development
 
indicated that it 
can provide the manpower for the operation and maintenance
 
of the water supply scheme. The funds have to 
be provided by the Ministry
 
of Tourism and Wildlife, but no indication was given to 
the mission that
 
such funds were already available. 
 It is not clear either who in the
 
Ministry of Tourism and Wildlife will be responsible for supervising the
 

scheme.
 

2.15 
 Tender and Procurement Procedures. The Amboseli water supply contract
 
was awarded in violation of IDA procurement procedures as explained in
 
Schedule 
 s5 
 of the Development Credit Agreement. 
Although the correct
 
international competitive bidding procedures were followed, neither the
 
tender documents nor the bids were submitted to 
IDA for its review and approval.
 
In addition, the contract was awarded without informing IDA (not even the
 
Project Coordinator) until a month later. 
 This issue has been discussed
 
extensively with the Government and several explanations were given: 
lack
 
of familiarity with the procedures, time pressure becanse of cost escalation etc.
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Costs and Financing
 

Total costs of the Amboseli component of the project are now
 

estimated at Ksh7.0 million (US$853,700), which represents a 285% increase
 

over the costs estimated at appraisal. 
The major cause of increase in total
 
costs is the cost of PVC piping (+295%) which has Itself increased because of the
 

in costs of all petroleum products. 
Details of revised costs are presented in
 

Table 1.
 

2.1 7 
 However, it first must be stressed that part of the cost of the final
 

increase must be attributed to 
the change in water supply scheme design since
 

design of the water supply scheme differs from the appraisal design. 
The
 

comparison of the two designs, which is shown below, indicates that the final
 

design includes more items than the appraisal design.
 

Unit Appraisal Engineer's Design 

Pipeline installation (miles 45 55 

Storage tanks capacity (gal. '000) 110 170 

1 main tank (gal. '000) unspecified 50 

5 secondary tanks (gal. 20,000) " 100 

Pumps & diesel engines No. 5 4 

Main pumphouse No. unspecified 1 

Booster pumphouse No. " 1 

Water troughs No. 0 10 

Cattle No. 0 5 

sheep & goats 1o. 0 5 

Water points No. 0 5 

Pump operator houses No. 0 2 
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Most of the items included in the final design of the scheme are deemed
 

indispensable for its adequate operation. 
There is one exception, the
 

inclusion of tank I into the water supply scheme, which has entailed the
 

unjustified construction costs of 8 miles of expensive pipeline. 
Tank I
 

is located south-east of the Park and already exists. 
 It is in fact the water
 

tank of an existing privately-owned borehole which is not operated. 
 The
 

inclusion of tank I in the scheme is neither economically justified nor
 

justifiable on "compensation" grounds like the remainder of the scheme.
 

2.18 Also, part of the cost increase must be attributed to the costs of
 

the grazing scheme and of the monetary compensation, which had not been included
 

in the appraisal estimates although they are an 
integral part of the project
 

costs.
 

2.19 IDA had agreed 
to finance about Kshl,131,600 or 50% 
of estimated
 

total base costs plus pbysical contingencies. 
 The New York Zoological Society
 

has agreed to finaitce Kshl,148,000. 
At the current exchange rate of
 

Ksh8.20 = $1, these contributions would 
cover Ksh2,279,600, which leaves a
 

balance of Ksh4.8 million to 
be financed by the Government of Kenya.
 

Feconmmendaticns on Amboseli
 

2.20 
 The mission recommends:
 

a) that Maasai cattle owners 
reach an agreement with the Government
 

as soon as possible to abstain from using the park and to protect
 

wildlife in the dispersal area, and to 
receive fair compensation
 

for lost water and grazing rights, and potential income losses,
 

through the water supply scheme, the extension of Sinet swamp, 
the
 

exchanges of portions of the Park for a drier portion outside the
 

Park, and a monetary compensation be reached as 
soon as possible;
 

that this agreement be submitted for IDA's approval, and that it
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be made a condition of disbursement against expenditure on 

the Amboseli component of the projectl (paras 2.04-2.09); 
2.21 b) that the necessary arrangements for satisfactory operation and 

maintenance and supervision of the water scheme be reviewed by 

IDA and be made a condition of disbursement against the Amboseli 

component of the project (para 2.14); 

c) that procurement procedures be reviewed with all parties concerned 

in order to avoid further violations of ICB procedures (para 2.15); 
d) that no disbursement be made against items which do not seem 

justified in particular, the repairs of tank I and the 8 miles 

of piping from the main pumphouse to tank I (para 2.16), nor against 

payment of the Guaranteed Minimum Return as the funds are to be 

generated from the Park's revenues (para 2.08); and 

e) that IDA's financing of the Amboseli component of the project 

be raised from Kshl.l million to 'sh 2 -9million due to the vital. 

importance of this project for the coordination of development 

of the tourist and livestock industries. This amount represents 
50% of tle total costs of this component less Ksh451,000 for the 

repairs of tank I and the 8 miles of piping from the main pump

house to 
tank I, and less the costs of the Guaranteed Minimum Return
(Ksh 1,058,500).
 
h'ASAI ARA
 

Background
 

In order to protect the Reserve the Government proposed extending
 
the boundaries of the Maasai Mara Game Reserve on the northern flank into
 
areas presently grazed by livestock. 
As at Amboseli the Government proposed
 
obtaining an agreement with cattle 
owners a) to provide a water supply scheme
 
outside the Park boundaries so that graziers would not have to enter; and
 

2.22 
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Page 1611b) to provide an annual cash compensation for potential income losses from
 
livestock. 
The Maasai for their part would agree not to enter the Reserve
 

and to protect wildlife in the dispersal area.
 

Because the Maasai also requested compensat:'on for lost grazing and
 
salt licks, the Government's proposal is 
now to excise three portions of the
 
Reserve rather than extending its boundaries. The Reserve will still be
 
protected as assurances will be obtained that wildlife will be protected in the
 
dispersal area. 
Although progress has been made there are outstanding issues on
 

the compensation agreement and on 
the water supply scheme.
 

Agreement with Maasai Cattle Owners
 

progress on the compensation agreement is presently quite well
 
advanced. 
 The assurance that l!aasai will abstain from using the Reserve area
 

and will protect wildlife in the dispersal area is still pending on the
 

provision of fair compensation for lost water, grazing salt licks
 

rights and potential income losses. 
 Compensation for lost water rights is
 

to be provided through the water supply scheme (see paras 2.33 to 2.36 below)
 

2.25 Compensation for lost grazing and salt licks is to 
be provided
 

through three excisions from the Reserve. 
They were proposed by the Minister
 

of Tourism and Wildlife in a letter dated April 1975 to 
the Narok County
 
Council and at a meeting attended by members of Parliament and Representatives
 

of the Narok County Council on June 6, 1975. 
 The three excisions would be
 

as follc.ws (see map):
 

') Oloololo area - 20 km2 from the game camp in a straight line to 

the Mara river. Governor's camp would remain within the 

Reserve because it is the most important tourist area in the 

Reserve; 

ii) 

i~) 

Talek area - 48 km2 from Doinyoloi up to Tsetse fly camp; and 

Siana area - 94 km2 from the game reserve boundary due north of 

the source of the river Olaimutiek following Olaimutiek in the 
southern direction then following the base of Olenteroto Hill 

http:follc.ws
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to the Kenya-Tanzania boundary.
 
As Maasai settlements are within the boundaries of the three excisions proposed,
 
no families would have to be displaced as was originally thought at appraisal
 

(Appraisal Report, Annex 2, para 14).
 

2.26 
 At a meeting on February 12, 1976, the Game and Forest Committee of the
 

Narok County passed the following resolution:
 

"That the Game Committee highly appreciates the sympathetic
 

consideration of the Minister for Wildlife and Tourism for agreeing
 

to 
excise parts of the Game Reserve to 
give the Maasai adjacent to
 

the Reserve access to important water sources and Salt Licks"
 
It was reported to the mission that the Narok County Council had azeed
 
t. the proposed boundaries. However, the minutes of the February 12, 1976 meeting
 

also state 	the following:
 

"It 
was generally observed that two most important water sources
 

and Salt Licks were not accessible and the Committee recommended
 

that the Minister be requested to 
consider a further excision on
 

Olare-Orok and Oloolaimutia points'.
 

It seems therefore that the boundary question is not quite solved yet, although
 
much progress has been accomplished. The recommendation on 
the three excisions
 
of the Game and Forest Committee has to be approved by the Narok County Council
 
itself, and the question of Olare-Orok and Oloolaimutia will have to be
 

solved.
 

:onetary compensation for potential income losses from liTestock
 

would be provided through a Guaranteed ltinimum Return (GI 
 ), and through
 
income generated from photographic fees, hunting right3, camping fees and from
 

the development of a new lodge.
 

2.27 
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2.28 
 The Guaranteed Minimum Return will be determined and reviewed by
 
the Game Department as a function of wilelife utilization of natural resources
 

mainly on 
the Koyaki and Olkinyei group ranches.(Fewer game is dispersing on
 

Siana group ranch which is 
not yet fully adjudicated).
 

2.29 Photographic fees, which up to 
now were collected by the Narok
 
County Council, will now be a direct source of income for the Koyaki, Siana
 

and Olkinyei group ranches which have been marked as photographic block
 
while the rest of Narok district has been divided into hunting blocks (see
 
map). 
 Income from photographic fees is estimated at Ksh80,000 -150,000 a year.
 
2.30 
 15% of the gross income of hunting blocks No. 7 (west), No. 1 and
 
No. 2 (east), and No. 3 and No. 5 (east) would be given to 
the photographic
 

block (Koyaki, Siana, part of Olkinyei). 
 It would not be justified to
 
require from hunting Liocks Nos. 4 and 6 to 
contribute the 15% 
because of
 

their more distant location from the dispersal area. 
The total annual income
 

for the photographic block would therefore be Ksh261,421. 
However, if the
 
total income of the photographic block becomes superior to 
the income of
 
hunting blocks, the 15% contribution 
will be reduced to 
5% or possibly the
 

photographic block would contribute to hunting blocks.
 

2.32 
 The development of camp sites in the photographic block will be
 

encouraged. Camp sites concessions will be selected by the Ministry of
 

Tourism and Uildlife in agreement with group ranches and put to tenders.
 

Concessicrs will be granted on an annual tenancy basis. 
 A Guaranteed Minimum
 
Return from the camp site will be paid by the tenant to 
the owner in order to
 

encourage the promoter to develop his own business. 
Additional revenues
 

will be paid on a per bed occupancy basis. 
 Income generated from camp sites
 

could amount to Ksh200,000 per annum.
 

2.32 
 Three lodges currently exist in Maasai Mara Game Reserve: Musiara,
 

Keekerok and Mara Serena Lodge. 
A fourth one is going to be built outside
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the Reserve boundaries. 
The income generated would go to Siana group ranch
 
and to two group ranches (yet to be determined and adjudicated) from hunting
 

block No. 5.
 

Water Supply Scheme
 

No progress is reported cn the water supply scheme at Maasai Mara.
 
Preliminary surveys were made by the Ministry of Water Development in 1974 but
 
the final feasibility study and the cost benefit analysis have not yet been
 
done. 
Four alternatives would be possible: 1) to pump water from the Mara
 
river; 2) to pump water from the Nyongore river; 3) to 
build a dam and
 
reservoir in Koyaki; and 4) to build boreholes whichever of the 4 solutions
 
is finally adopted, water will have to 
be treated in order to be potable.
 
2.34 
 Two reasons were advanced to explain this delay in implementation:
 
first reason that priority was given to 
the Amboseli Water Supply Scheme;
 
second reason that the Ministry of Tourism and Wildlife first wanted to settle
 
the compensation 
icsue with the 'aasai (see paragraphs below). 
 The mission
 
was given assurances by the Ministry of Tourism and Wildlife that Maasai Mara
 
was now going to put 
on their project list. 
 The Ministry of Water Development
 

which will be the executive agency of the Ministry of Tourism and Wildlife for
 
the construction of the water supply scheme may not be able 
to finish the
 
feasibility study before 1977. 
Assuming that 18 
months will be necessary
 
for construction, the scheme could start operating early 1979, i.e. six
 
months before the project completion date. Also, as 
for development under
 
Livestock II, there will be need 
to coordinate with the Range Management
 
Division of the Ministry of Agriculture and with the Agricultural Finance
 
Corporation, the design and implementation of the water supply scheme.
 

Koyaki and Olkinyei group ranches will be the majcr beneficiaries
 
of the water supply scbeme. 
 However cattle from other ranches from hinting
 

2.35 
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blocks No 1. 3, and 5, 
come down to Maasai Mara in the dry season mainly to
 

drink water. However it is not currently envisaged that the project water
 

supply scheme be extended to 
their areas because it is felt that alternative
 

sources of water could be developed.
 

Costs and Financing
 

2.36 Total base costs of the water supply scheme had been estimated at
 

Kshl,828,700 at appraisal. 
The latest estimate available dated October 1973,
 

is of Ksh200,OOO for design and Ksh3,400 for construction and 1 year
 

supervision which would give 
a total cost of Ksh3,600,000. If updated by the
 

rate of inflation since 1973, this figure would become approximately
 
Ksh5.0 million. A similar figure was derived by the mission for an update
 

of a pumping scheme for Maasai Mara on the basis of the costs at Amboseli. However
 

it is unsatisfactory to 
put down a cost figure before the feasibility study has been
 

done. 
 The original cost figure has therefore been kept as cost estimate of
 

the project, but only half a year of recurrent costs have been included
 

the cost of the Guaranteed Minimum Return has been added, as well as some
 

money for financing the feasibility study. 
The total cost for this component
 

of the project is therefore Ksh 1,7 million. With contingencies, the costs
 

could be raised to Ksh 2.4 million. 

Recommendations on Maasai Mara 

2.37 The mission recommends that: 

a) 	 -that the agreement between Uovernment and Maasai cattle owners 

to abstain from using the Reserve and to protect wildlife 

in the dispersal area, and to receive :air compensation for 

lost water, grazing and salt lick rights, and potential 

income losses, through the water supply scheme, the excisions 

from the Reserve and a monetary compensation, be obtained as 

soon as possible; that this agreement be submitted for IDA's 
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approval and that it be made a condition of disbursement
 

against expenditure on 
the Maasai Mara water supply scheme
 

(paras 2.22-2.30).
 

b) that land adjudication in Siana and in parts of blocks No. 3
 

and No. 5 be given first priority in order to 
ensure the
 

implementation of the compensation scheme (paras 2.26 and 2.30);
 

c) that the Maasai be consulted on the final design of the water
 

supply scheme, on the location of camping sites, as well as
 

on 
the annual evaluation of the monetary compensation;
 

d) that a realistic schedule for the construction of the water
 

supply scheme be established and the necessary funds mobilized
 

(para 2.32);
 

e) 	 that the extent of the water supply scheme be carefully
 

considered in order not to 
jeopardize the development of the
 

Reserve and of the adjacent group ranches and that 
assurances
 

be obtained that alternative sources of water be provided to
 
ranches affected by the excisions but not included in the scheme 2.33)(para
 

f) 
 that the IDA's financial contribution be kept as agreed in the Develop

ment Credit Agreement. 
In an amount of Ksh 1.1 million until the
 

feasibility study and cost benefit analysis have been made. 
 If
 

the final option proves more costly than the amount of money marked
 

up, additional financing could be made available out of the
 

unallocated category of the credit (para 2.34).
 

KITENGELA/NAIROBI
 

Background
 

The Kitengela dispersal area is of vital importance for the Nairobi
 

National Park. 
Wildlife normally migrates to and breeds in Kitengela
 

2.38 
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during the wet season and comes back to the Park to give birth during the
 

dry season. 
 It is therefore important that wildlife be protected in the
 

dispersal area. 
For many years the Government has wanted to integrate the
 

area into the Nairobi National Park and to develop it into game viewing area
 

with roads, trails, gates, housing and water points. 
The project provides
 

finance for this in frastructure. The
 

urgency of the matter has already been brought home in the 1960's by the
 

claiming of individual ranches in the area and requests to adjudicate and
 

register these ranches End larger group ranches. 
 There is now poaching of game
 

taking place in Kitengela. The rationalization of the land problem in
 

Kitengela is therefore an urgent need.
 

Progress to Date
 

So far very little progress has been made on the Kitengela part
 

of the project and it is well behind the implementation schedule set at
 

appraisal. 
Following appraisal the Ministry of Tourism and Vildlife commissioned
 

to UNDP/FAO Wildlife Management Project to prepare the development plan for
 

Kitengela (the main objective of the Wildlife Management Project was to
 

prepare a development plan for the whole of Kajiado District). 
 This plan
 

was submjited to the Ministry of Tourism and Wildlife.
 

2. 40 
 A meeting took place in mid-1972 at the headquarters of the Kajiado
 

District Council, with representatives of the Kajiado District Council 
 of
 

the Ministry cf Tourism and Wildlife, and of the Maasai to discuss the
 

proposals. 
 Agreeme-nt on the proposed development of Kitengela wa 
reached.
 

Kitengela were 
tn receive every year a minimum of Ui0,000 plus 50% of the
 

National Park revenues. 
The money would not be paid to individuals but to
 

a committee of the people which would decide on the utilization of the money
 

tschools, dispensaries, etc.) provided that they agreed to the development
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strategy for the area. 
However, there appears to have been little follow
up to this meeting. An incident took place towards the end of 1973 when
 
some Maasai cattle trespassed the park boundaries and were shot by the staff
 
of the Park. 
This incident caused a complete break in the relations between
 
the Kitengela Maasai and the Government. Relations do not appear to have
 
improved although the cattle cwners concerned received monetary compensation

for the animals that were shot. 
Changes in Ministry of Tourism and Wildlife
 
staff dealing with Kitengela have not helped continuity.

2.41 
 The reasons advanced by Government for slow progress at Kitengela
 
are that priority was given to Amboseli and that time waL needed to allow for

the tension to ease following the 1973 events. 
 Further delays could reduce
 
the potential for compromise. 
 The more permanent structures are erected in

the incipient ranches the more difficult itwill be to implement a development

plan that accommodate both wildlife and livestock. 
It is clear therefore that

if development is to 
take place at Kitengela immediate attention will have to
 
be paid to:
 

a) coming to 
some agreement with the Kitengela livestock owners; and
 
b) 
 preparing a development plan and machinery for implementing
 

such a plan.
 

Land Adudication
 

2.42 This is the major issue. 
Until solved, little progress can be

expected on the other aspects of the project. 
Adjudication in Kitengela was

already an issue back in 1967. 
Given the importance of the area for the survival
 
of the Park it had been agreed by Cabinet that Kitengela should not be adjudicated,
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but that it should become an integral part of the Park. (There were talks
 

at some point to purchase Kitengela).
 

2.43 
 This Cabinet decision was rejected by the local population. Pressure
 

was made for land to be aeludicated. 
In 1972, a verbal agreement was reached
 

between the Ministry of Tourism and Wildlife, the Lands Department, the
 

Iinistry of Agriculture, the Kajiado County Council and.representatives of the
 
Maasai, that land would be adjudicated in Kitengela to one group ranch but that
 

there would be no individual ownership. The Kitengela component of the project was
 

approved on the basis of this agreement although this agreement was never
 

legalized.
 

2.44 In spite of the terms of this verbal agreement, individual cattle
 

owners have started setting up permanent structures. 
At the same time, pressure
 

to proceed with land adjudication has been increasing. 
The current situation is as
 

follows: land claims have been submitted to the Lands Department for one group
 

ranch and 47 
(or 50) individual ranches. Development of these ranches mainly
 

for water development has been started in some cases with private financing.
 

2.45 The mission did not receive any clear statement from the various
 

Government bodies of the steps which they intend to take with respect to 
the
 

final adjudication of these ranches. The Liinistry 9f Tourism and Wildlife 

has asked the Ministry of Land to slow down on adjudication in Kitengela until
 

the development plan for the area is finalized. 
The Ministry of Land is cooDerating
 

as much as 
it can but it is pressed by local politicians and by the Kajiado.
 

County Council to finalize land adjudication. The final decisicn on land
 

adjudication in Kitengela is of extreme importance and urgency for the future
 

of Nairobi National Park (see para 2.36 above).
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Cost and Financing

Totl costs are estimated at Ksh 7.8 million with contingencies


2.46 
 /In the absence of a final development plan for Kitengela, it was
 

difficult for the mission to update costs. 
Costs of items identified at
 

appraisal were updated on the basis of unit costs included in the Wildlife
 

and Tourism Project. 
Costs have been revised to take into account the
 

el.mination of year 4 investment items and to include the monetary compensation
 

since the project is running behind schedule. Total costs have therefore decreased
 

by 10% over the appraisal estimates.
 

Recommendations on Kitengela/Nairobi
 

2.47 
 The mission recommends:
 

a) 
 that a schedule of action on Kitengela be established and
 

submitted to IDA before the next supervision mission:
 

b) that land adjudication be given first priority for, 
as long as
 

as 
the decision is not taken, the development plan cannot be
 

finalized since the landowners will have to agree to it; and
 

c) that IDA's contribution to the development of costs of Kitengela
 

remain at 50% of total costs(except for the compensation) or
 

US$427,659 equivalent.
 

CENSUS AND MONITORING UNIT 

2.48 
 The census and monitoring component of the project was selected by
 

the Canadian Aid (CIDA) for their participation in the project. Progress has
 

been slow and is well behind schedule although the CIDA-GOK Project Agreement
 

was signed on November 12, 1974 the project only became effective on
 

December 12, 1975. 
 CIDA's report is attached as Appendix III to this Annex.
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2.49 
 The Kenya Rangeland Ecological Monitoring Unit /Kremu was established 

on February 13, 1976 in the context of the wildlife (Conservation and
 

Management) Act of February 13, 1976. 
 The project manager (a Canadian) and
 

four of the five Canadian scientists have arrived. 
The aerial photography expert
 

still has to be found. CIDA is also to provide 3 pilots; none has arrived
 

yet. Delays have occurred in nominating counterparts. A project co-manager
 

had been assigned but left because of some conflicts with the technical
 

assistance team. A replacement has not yet been found. Only two of the
 

other counterpart positions have already been filled. 
 Lack of office space
 

has also been a constraint.
 

2.50 All the vehicles for Kremu have _frrivei
itr IVenya. :Iost
 

of the technical equipment has been procured andiswaiting in
 

storage in Montreal until storage space is made available in Nairobi. The
 

equipment should arrive around July 1976. 
 No schedule of activities or com

prehensive work program have yet been fully 
established. Attempts are made to
 

coordinate census and monitoring activities undertaken by several other parties,
 

both under the project and in Kenya as a whole, namely by USAID (Satellite
 

monitoring), UNESCO/UNEP (arid lands), ILCA (ground monitoring) FAO/UNDP
 

(Kajiado), and individuals (Amboseli, Tana River, Samburu etc.).
 

2.51 The work program is being formulated and the mission stressed that
 

first priority should be given to the census and monitoring of the Amboseli;
 

Maasai Mara and Nairobi eco-systems as was determined at appraisal.
 



COVE:AFT IN DEVELOPMENT CREDIT AGREEMENT
 

2.52 Progress on the agreement between the cattle owners and the
 

Government of Kenya has been discussed in detail in the sections of the report
 

dealing with Amboseli, Maasai Mara and Kitengela/Nairobi. However, a specific 

point concerning the text of the covenant has to be clarified. 

353 The covenant (see para !.C requires a written agreement betjppn
 

the cattle owners and the Government. 
 The previous supervision missions
 

had been informed that cattle owners 
 refuse to sign any agree

meat because the precedent of 1904 that caused their loss of Laikipia.
 

It had been agreed by IDA that minutes of the barrazas (general meeting)
 

at which the agreement is reached would be acceptable legal documents.
 

2.54 
 However, the Review Mission's opinior is that this argument
 

is no longer fully relevant. Group ranches now enter all the time in
 

written agreements, for example when taking a loan from AFC. 
The mission
 

therefore recommends:
 

a) that the agreement requested be a written agreement as
 

negotiated and agreed in the Development Credit Agreement;
 

b) that the text of the Development Credit Agreement be amended
 

to allow for the cases when it will not be feasible to have a
 

written agreement. 
It is proposed that the Development Credit
 

Agreement be amended along the lines of the 
text of the Development
 

Credit Agreement of the recently negotiated Wildlife and Tourism
 

Project (see Appendix III).
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INSTITUTIONAL ARRANGEMENTS 

2.55 Several institutional changes have taken place since appraisal. The 

Ministry of Tourism and Wildlife is still responsible for implementing the wildlife
 

component of the project. 
However, the National Park's Administration is no
 

longer a separate Government entity; it has been incorporated into the Ministry by
 

virtue cf the Wildlife (Conservation and Management) Act of February 13, 1976.
 

The National Park's Administration is henceforth a department of the Ministry like
 

the Game Department; L.ie latter keeps the responsibility for game reserves such as 

Maasai Mara Game Reserve.
 

2.56 The implementation of the wildlife component of the project has been
 

slow even when taking into account the institutional changes that took place
 

and some personnel appointments. 
 Progress has been slow on the compensation
 

and agreement issues in the three project areas, on the development plan in
 

Kitengela and on the Maasai 
1ara water supply scheme. Coordination with the
 

Project Cocrdination Unit as well as with other Covernment agencies could be improved.
 

2.57 
 In view of this experience the mission recommends: a) that a full-time
 

staff member of MTW be seconded to the under-secretary in charge of the implementation
 

cl t.-e ?rc;_cz ccz-_ouen:. Such a person could carry oa the day-to-day
 

tasks related to c,:e project as well as 
ensure the efficienL coordinacion
 

betwieen all the Government agencies. 
The project manager for the Tzildlife and
 

Tourism Project who has already been selected could be appointed to such a
 

position until the new project is approved. He would thereby gain experience
 

with project management aud Bank operations; and b) that a follow-up and
 

supervision of the water supply schemes at Amboseli and Maasai Mara be coordinated
 

with the supervision work of IDA's Public Utilities Division in the context
 

of the Wildlife and Tourism Project.
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Costs and Financing
 

2.58 
 Total costs and financing arrangements of the Wildlife component
 

are sumnarized below.
 

Item 1/ Total 

Costs GOK 
IDA 

Agreed Proposed 
CIDA New York 

Zoological 

KSh '000 -- - Societyoi t 

Amboseli 7,322.0 3,267.7 - 2,906.3 1,148.0 
Maasai Mara 2,377.7 1,266.3 - 1,111.4 -

Kitengela/Nairobi 7,780.8 4,274.0 - 3,506.8 -
Census and Monitoring 

Unit 

28,765.8 5,186.7 - - 23,579.1 -

Total 46,246.3 13 994.7 6560.0 7524.5 23,579.1 1 148.0 

1/ Physical contingencies are 
included in total costs.
 

The mission recommends that IDA's total contribution be increaded frrm US$800,000
 
to US$917,600 in order to meet part of the cost over-runs. 
IDA's contribution
 
would represent 16.3% of the total costs of the wildlife component. 
 The GOK's
 

contribution will now amount to US$1,7 million.
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CONCLUSION
 

2.59 Except for the Amboseli water supply scheme, implementation of the
 

wildlife component is very behind schedule. A revised implementation
 

schedule is shown on the individual investment tables for each of the parts
 

of the component Tables I and 2 and the Project Cost Table Annex 19. 
 The
 

mission feels that it is possible to complete most of this component of the
 

project withia the three and half years which are left to implement the Project
 

if solutions and agreements 
can be quickly reached. However, the successful
 

completion of this component of the project will very much depend on the
 

Government's commitment to finding solutions to the issues which are still pending.
 

Failure to solve these issues would present a major obstacle to IDA's disbursements
 

against the various parts of the component.
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KENYA 


SECOND LIVESTOCK DEVELOPMENT PROJECT -
CREDIT 477-KE
 

Review Mission - February 22 - March 26. 1976
 

ASSUMPTIONS USED IN CALCULATING THE GUARANTEED MINIMUM RETURN
 

1. 	 The wildlife/livestock substitution rate is assumed to be 1:1. 
This
 
will overestimate the forage losses to the farmers,.but since a more accurate
 
substitution ratio is not available, it is considered a useful first approximation.
 

2. 
 The average annual biomass occupancy of Park animals 
on the surrounding
 
ranches is calculated from the difference between the dry season biomass counts
 
in the Park and those of the wet season, data being drawn from the Amboseli
 

Ecological Monitoring Program. 
The value is calculated at 0.48 x 105m kg/annum.

3. 
 The average value of each unit of livestock is assumed to be Ks.134 per
 
annum, based on 
the value of the subsistence herd to 
the ranchers.
 

4. 
 The average weight of each stock unit is assumed to be 180kg, 
a value
 

close to 
the average weight of zebu cattle, taking a herd cross-section.
 

5. 
 The average cost of herd management is taken as 52sh/stock unit, again
 

based on 
the assumptions set forth in the Development Plan.
 

The Calculation of Guaranteed Minimum Return
 

6. The opportunity costs of the National Park animals to the surrounding
 

ranchers can be calculated by the equation:
 

C=B V- M
 

Where:
 
C = opportunity costs
 
B = assumption 2)
 
W I" 4)
 
V f3)
 
M =5)
 

The value calculated for the W.U.F. (or opportunity cost) on this basis is
 
E10,935, or for all practical purposes, E10,000, allowing that there is an
 
upward bias introduced by a substitution rate favorable to 
the ranchers.
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7. It is to 
be expected thet the W.U.F. will increase as the size of the
 
Park wildlife herds build up with the exclusion of cattle following the
 

completion of the water compensation scheme. 
 However, it cannot now be envisaged
 

that the pipeline will be complete before 1976, 
so little increase in the
 
W.U.F. will be incurred before 1977 or 
1978. 
 Since the herds will presumably
 

continue to be monitored throughout, adjustments to the fee can be made after
 
evidence of such increases. Ecological monitoring flights should continue to be
 

used as a baseline for such calculations. There is 
no value in attempting
 

to calculate the W.U.F. fees beyond 1977, and for the present planning purposes,
 

the calculated figure can be used as a base projection of costs that will have
 

to be met by the Park.
 



Kenya Rangeland Ecological Monitoring Unit (KREMu)
 
1. 
 The project agreement was signed on November 12, 1974, and the project
 
became effective on December 12, 1975 with the arrival of the three project
 
aircrafts(Cessna 185's) in Nairobi. 
 We are therefore only in year one of the
 
project although the Kenya Second Livestock Project is in year two. 
 Given
 
the difficulties presently being encountered, it is likely that further
 

slippage will occur.
 

Personnel
 

2. Candidates have been nominated to 
the Government of Kenya for all
 

the positions to be occupied by Canadians, including the pilots, however,
 
response has been given only on five of a 
total of nine. 
The staffing of the
 
photo-technician has been at issue since October 1975, 
and the staffing
 
proposal for the pilots has been outstanding since the end 
 of January 1976.
 
None of the work invclving use of the aircraft can be planned, let alone begun,
 
until staff are available for these positions. 
To date CIDA has fielded the
 
project manager, senior aerial biologist, systems ecologist, aerial biologist
 
and junior range ecologist, all having arrived in Kenya from December 1 1975. 
 A
 
major problem with nominations has been the length of time taken by the
 
prcject steering committee to !,a convened and- to 
consider the candidacies,
 
this we feel has caused some delay in our assigning staff to 
the field.
 
3. The matter of counterpart staff is 
now becoming a problem. According
 

to project agreements the Government of Kenya is to provide counterparts
 
for the six professional/scientific positions initially to be staffed by
 
Canadians, most critical of which is the position of co-manager, to be occupied
 
by the person who in four years assumed responsibility for the Unit. 
To date
 
the action we have seen relates solely to the range ecologist positions. 
We
 
are most concerned that no candidates have been put forward for the position
 
of project/unit co-manager. 
 Furthermore with the recently undertaken re
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organization of the Game Department and National Park's authority with the
 

Ministry of Tourism and Wildlife we believe that a realignment of the
 

administrative arrangements for our project is in order.
 

Logistics
 

4. The present accommodation for the unit is unsatisfactory. Given the
 

requirement for data processing facilities, key-punch equipment, mathematical
 

computing facilities and laboratory space as well as office facilities, the
 

unit is in serious difficulties. Present plans call for renting the required
 

space. This we feel is unacceptable and we are requesting that priority be
 

given to the construction of a permanent facility designed to meet the units
 

specific'requirements. There also are problems regarding the storage of the
 

unit's scientific equipment and in the absence of any steps to guard against
 

pilfering we have not been able to deliver any of it from Canada as 
yet. The
 

Ministry Tourism and Wildlife are also rather slow in providing basic office
 

support, this has held back the development of project operations as well.
 

Equipment
 

5. The project aircraft have been delivered and now await the arrival of
 

the pilots (see above). The ten landrovers for the field survey work have been
 

delivered and handed over to the Government of Kenya as has..a Peugeot station

wagon. The remaining vehicles, a 
 bus and two lorries, are presently being
 

shipped to Kenya. The scientific, laboratory and computing equipment has been
 

purchased and we await confirmation of the availability of secure storage before
 

shipping. Technical, camping and office equipment which are to be provided
 

by the Government of Kenya have not yet appeared.
 

Other
 

6. CIDA is to make a contribution to project operating costs, i.e. aircraft,
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vehicles, and certain of the laboratory costs. 
As none of these functions
 
can be said to 
be underway, no funds have been transferred, nor are 
they likely
 

to be until the aircraft is operating.
 

7. The project manager is to 
be an ex officio member of the project
 

steering committe2, 
as yet he has not bean included in its meetings. The
 
project's technical advisory committees have not been established.
 
F. 
 Phase I of the project, scheduled to last eight months, is now half
 
over and approximately one-sixth of the activities for this phase has 
been
 

completed. Expenditures 
are W of the total.
 

Kenya Rangeland Ecological Monitoring Unit
 

Costs - Loan Funds
 

9. 
 Estimate made by CIDA in preparing project agreements in 1974:
 

Eqaiipment (aircraft, vehicles, laboratory equipment) 
 $400,000
 
Vehicle spares and aircraft price contingency 
 157,500
 

Contribution to project operating costs 
 540,000
 

Total (Cdn $) 
 1,097,500
 

Grant Funds
 

10. 
 Estimate made by CIDA in preparing project agreements in 1974:
 

Scientific, technical, and air service personnel 
 $1,182,500
 

Training 

120,000
 

Project manager imprest account 

25,000
 

Contingency 

75,000
 

Total (Cdn $) 
 $1,402,500
 
It may become necessary to increase the provision for scientific, technical
 
and air service personnel by $250,000 due to increases in salaries and overheads
 
since early 1974 when the above calculations were made. 
This would increase
 
the grant portion of the project to $1,652,500 and the total project cost
 
to $2,750. 
No other increases are contemplated.
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Extracts from Development Credit Agreement for Wildlife
 
and Tourism Project
 

i. Section 3.07 (a) Except as 
the Borrower and the Bank shall otherwise
 

mutually agree, and subject to the provisions of paragraphs (b) and (c) of this
 
SEction 3.07, the Borrower shall: 
(i) enter into agreements in writing with
 

the Narok, Samburu and Isiolo County Councils providing, inter alia,for the
 

Borrower to undertake to manage, on behalf of said County Councils,
 

respectively, the Masaai Mara, Samburu, Buffalo Springs and Shaba Reserves,
 

and for the payment by the Forrower to 
the said County Councils, of certain
 

minimum returns from their respective Reserves; 
(ii) enter into agreements in
 
writing with all (or, if the Bank shall so 
agree, substantially all) competent
 

authorities (including, in the case of Trust Lands not yet adjudicated, the
 
respective County Councils) in the wildlife dispersal areas associated with
 
the Park and Reserves included in Part I of the Project and the Marmar Ranch,
 

providing inter alia for such competent authorities to undertake to follow (or
 
in the case of such County Councils, 
to agree to take all necessary measures
 

as will ensure that the persons ordinarily resident 
on such Trust Land will
 
follow) prescribed ranching and (if applicable) cultivation practices consistent
 
with continued wildlife migrations, and for the Borrower to undertake to pay to the
 
said competent authorities such amounts as shall be required to provide the
 
guaranteed minimum return from wildlife and to assist competent authorities to
 
earn direct returns from wildlife; and (iii) consult with the Bank, prior to
 
entering into any such agreement, regarding the form thereof and the terms and
 

provisions to 
be included therein.
 

(b) In the case of wildlife dispersal areas which have not yet been fully
 

adjudicated into group ranches and are held in trust by the relevant County
 

Councils, i.e. in particular, at the Samburu, Buffalo Springs and Shaba Reserves,
 
and at the Macmar Ranch, the Borrower shall initially enter into agreements
 

under paragraph (a) of this Section 3.07 with the relevant County Council,
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and thereafter, as the land is adjudicated, with the competent authorities
 

to whom such land is adjudicated. Such agreements with County Councils shall,
 

without limitation, include specific undertakings on the part of the County
 

Council that any grazing schemes administered by such County Council on behalf
 

of pastoralists shall be consistent with the wildlife conservation objectives
 

for the relevant Reserve and its associated wildlife dispersal area and that a
 

substantial portion of the revenues accruing to 
the County Council pursuant to
 

such agreement in respect of each such Reserve shall be applied to benaefit
 

the pastoralists in the respecti e adjacent wildlife dispersal area under the
 

jurisdiction of such County Council.
 

(c) The parties recognize that it may not 
be feasible, initially in particular
 

and in all cases, to 
enter into written agreements with competent authorities other
 

than County Councils as envisaged in paragraph (a) of this Section 3.07. 
Where
 

it appears that written agreements with such competent authorities are impracticable
 

as so envisaged, the Borrower shall consult with the Bank with a view to
 

formulating, and the Borrower shall implement, other arrangements under which
 

the purposes intended to be achieved under such written agreements can be
 

achieved. Such arrangements may include (i) the recording of minutes of meetings
 

(barazas) between the Borrower's and competent authorities' representatives,
 

recording verbal ageeements/understandings reached, signed or acknowledged (by
 

thumb print or otherwise) by the said representatives, together with the
 

Borrower's undertaking to take all appropriate measures to enforce such verbal
 
agreements/understandings, 
or (ii) other statutory measures provided pursuant to
 

the Act or regulations adopted thereunder.
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ANNEX 13 
KENYA 

SECOND LIVESTOCK DEVELOPMENT PPOJECT - CREDIT - 477-KE 

Review Mission - February 22 - March 26, 1976 

Costs of Project Evaluationv__lnvestigational work and Technical Training 
(Ksh '000) 

Year 1 Year 2 Year 3 Year 4 Year 5 
 Total Foreign Exchange Comp. Appraisal Report
 

Project evaluation and
 

monitoring 120.0 240.6 240.0 120.0 
 720.0 50 360.0 
 (720.0)
 

Investigational research 
 120.0 240.0 240.0 120.0 720.0 
 30 216.0 (720.0)
 

Project preparation 
 180.0 360.0 180.0 720.0 
 50 360.0 (720.0)
 

Meat marketing, pricing and 1/ 
 1,230.0
processing strategy study-
 1,000.0 640.0 1,640.0 75 
 (720.0)
 

453.6
Education and training 
 96.0 159.0 126.0 123.0 
 504.0 90 
 (350.0)
 

Overseas study 
 48.0 48.0 48.0 144.0 30 43.2 
 (144.0)
 

336.0 1,867.0 1,654.0 591.0 4,448.0 
 60 2,662.8
 

Appraisal report (846.0) (846.0) (846.0) (846.0) 
 - (3,384.0) 

I/ Quotations for meat study had not been received at time of Review Mission. 
See comments
 
about financing of study in main text para
 

August 20, 1976
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Livestock Developmnt Project 477-KE 

Review Mission - February 22 to March 26, 1976 
Or2anization, RMD Field Requiremezts and Ranch Plan.n 

Part I. Organization
 

1. These are 	 17 Departments or Agencies whose operations in some way
 
affect the project; all but one have executive functions in the main stream
 
of Government activities or 
are statutory agencies. To coordinate and
 
implement the project, IDA and the 
 donor agencies persuaded Government to
 
establish a small independent Project co-ordination unit in the Ministry of
 
Agriculture. Ic was theitmplied intention that this unit was to have the powers 
that an in line Government executive agency might have. 
The latter has not
 

occurred and although the Unit has access to the Permanent Secretary his
 
pressure of work is such that much 
 of the supervisory responsibility 
dev6lves on the Director of Agriculture who directs all technical Departments
 
in the Ministry. The supervision missions have been critical of the Co-ordination 

unit, holding it responsible for many of the shortfalls in the project and requiring 

it to achieve more:
 

(a) direction
 

(b) co-ordination
 

(c) control
 

(d) follow up in management, extension and education, to assure
 

long term benefits.
 
2. 	 There is 
no doubt that the project would benefit from these requirements
 

but it would seem that a level of interdepartmental direction is being requested
 
from the Co-ordination Unit that is 
not possible in any normal Government
 
Service. 
 Each of the Departments and Agencies associated with the project has'
a-level of autonomy with which no coordination unit as presently established could
interfere. 
Departments work with each other through established channels
 
and Jealously guard their responsibilities. Discussing the problen with 
various Departmental heads its was clear that there can be no question of 
them taking instructions from the Co-ordination Unit. 
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Pale 2
3. There are two possible ways of achieving direction. The first is to
 

creat a Range Project Development Authority, like the Settlement Department,
 

which would have under its direct control sections representing all Departments
 

of G ,ernment associated with range development. It could incorporate credit
 

Zinctions instead of using AFC 
 although this would be a retrograde step. The
 

Authcrity would "take over" for a given length of time all areas coming under
 

th_ Praject. Thus,for example,all existing staff of the Range, Group Ranch 

Registr&r, W'ater, Veterinary and Co-operative Departments associated with range
 

'.n Kajiado, Narok, Laikipia. and Coast Province range areas would become staff of
 

the Authority during the period when the Authority had responsibility for the
 

area. A subdivisional or substitute arrangement might involve the formation of 

a Masai Range Development Authority or a Coast Range Development Authority.
 

An authority would require gazettment under the Agriculture Act and would 

require special action of the Treasury and Director of Personel. It could 

provide the executive single line direction that is most desirable.
 

4. The second possibility is to recognise the status quo of existing
 

Departments in Government and that, they are the executive agencies that Government 

generally uses for change in the rural areas. The long term success of 

their activities can be seen in the progress that is apparent in many of Kenya's 

rural areas. If existing agencies are to be used, as they are at present,
 

then the most important should be recognized and be built into 

directional and executive function of the Project as much as possible.
 

Because of the organizational structure of the Kenya Government, 

one Department will, from its terms of reference, occupy a pivotal position 

and should provide the overall policy direction and determine the
 

roles of the supporting departments in an agreed plan.
 

5. The co-ordination unit falls between these two positions. Under 

the first and second projects institutional arrangements have been super imposed 
Departmental

which do not fit the Government structure. As several/Directors mentioned, 

the Head of the Unit is in an impossible position. It is clear that the 

choice should be between a real Authority or the strengthening of existing 
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institutions. 
The Director of Agriculture was critical of the donors desire to 

use the Co-ordination Unit in the way originally conceived and, at the
 
final round up meeting with the Permanent Secretary expressed strong reservations
 

about the Co-ordination Units position in the Ministry Structure and
 
urged a return of the fwnitior of the Co-ordination Unit to a position in the
 
Ministry of Agriculture where they can be performed more effectively. 
He does
 

not favor an Authority.
 

6. 
 The mission, with one dissension, believes that, at this stage in the
 
project a change should be made which would meet both Kenyan as well as
 

donor wishes. If over the next three years the arrangements do not prove
 

satisfactory then perhaps thought should be given to establishing an Authority
 

over all or part of the project (possibly the group ranching areas which have
 

particular problems). USAID mission members expressed the opinion that 

the present arrangements were working much b-Pter and that they should not
 

be disturbed.
 

7. It is intended to discuss the three alternatives with
 

Government when the report is presented to 
come to a decision.
 

(a) Replace the Co-ordination Unit with an authority (b) 
 abolish the
 

Co-ordination unit 
as an independent entity and incorporate its function
 

into the main Department responsible for Range Management Development; at
 

the same time strengthening ancillary Departments where necessary. 
(c) Retain
 

the Co-ordination Unit but define its objectives more clearly and define
 

the objectives and targets of participating Departments more closely strengthen
ing them where necessary, 
Except for USAID which favors the status quo (c) the mission 

generally would at this stage for the reasons given in the following paragraphs,
 

like to attempt (b) since it accords more natually with the preses± Ministry
 

of Agriculture structure.
 

3. Range development will be a long term program. The insti

tution chosen to spearhead 
the program must be fully integrated into the
 

Government machine and rely principally on Kenya Staff. 
The 17 agencies
 

associated with the program can be conveniently divided into three separate
 

functions.
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.ith reponsibility for Policy. 	
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Direction and Execution
 

in Ranze Affairs 

Range Manageownt Division (Ministry of Agriculture)
 
9. The Department responsible in the Ministry for range development 
policies. The policy directive ratified by the Permanent Secretary in May 
1964 states "All matters relating to the conservation, management, development 
and usage of rangelands shall be referred to the Range Management Division
 
for information, advice, action, or approval as 
necessary"
 

Group Ranch Registrars Department(Mnistryof Lands)
 affair. 
and
 
10. 	 Responsible for organising, supervising and overseeing the/finances 

of Group Ranches
 
B. Departments -Ith executive function forparticular physical aspects 

of projectimplementation
 

11. (Acting on programs or submissions from others) Livestock Marketing 
Division (Ministry of Agriculture) Range Water Section (Ministry of Water 
Development) Agricultural Finance Corporation (Ministry of Agriculture) Co
operatives Department (Ministry of Co-operatives) Ministry of Commerce
 
(eompanies and Directed Companies Ordinance). Ministry of Works. 
C. Overall Beef Policy and other Institutions
 

12. Economic Planning Division (Ministry of Agriculture) Kenya Meat

Commission. 
 Ministry of Finance and Planning. Department of Wildlife 
(Ministry of Wildlife). 
 Animal Production Division (Ministry of Agriculture)
 
Crop Division (Ministry of Agriculture). 
Maize and Produce Marketing Board.
 

Directorate of Personnel.
 
13. 
 Since RPMD is the Department officially responsible for range

affairs it would be logical to make RMD responsible for the overall direction
 
and execution of the project. Unless the Government believes otherwise it 
is recommended that this should be tried for the duration of this project

and that the Division be reorganised to undertake its responsibilities. 
The Division has been insufficiently forceful in guiding and developing
 
policy in the project; the overstocking of the Coast ranches and the continued
 



approval of steer loans for ranches in overstocked L2geU 14 
Masai are cases in point.RMD must take some responsibility for this but the emphasis given firstlyin 129-KE to AFC and latterly to the Co-ordination Unit has placed othersections in the forefront and has inevitably blurred responsibility with theresult that RM has 
 not been able to control 
the pace or direction of


development properly and has no special unit to do so.
Since the project represents the major financial contribution to range
development it is difficult to see how RMD staff can be justified ifare not fully integrated with the project. 

they 
As an official executive arm ofGovernment it has contacts along recognized channels with other Departmentsof Government and within the Ministry of Agriculture it is the direct linkbetween Ministry and range stock owners and ranchers. With some additions

and modifications the Division has the resources to regulate the pace of the
program, prepare areas, help AFC plan ranches, carry out extension andtraining, during and after disbursement and monitor progress. 
 If the long
term viewof Range development is taken it is clear that RMD must be capable
of undertaking these functions. 

Resolving Differences of Interest
 
14. 
 It should be recognised that there are differences of interest
between the agencies associated with the program. The two most difficult to

resolve are those between RM and AFC and RHD and the Group Ranch Registrar.
The one most in evidence at present is that between AFC and RHD and it is
important that both understand each othersproblems. AFC is meant to runa commercial basis. 
on 

Interest from loans must cover running costs. 
It must
therefore have a fair idea of how many loans it will issue and 
gear its
staff- levels accordingly before the applications arrive so that they can
be processed properly. 
In the range projects it has been tho Government's

Planning Division, supposedly in consultation with the Range Division,

which has established the targets for Development and therefore induced
AFC to staff up to 
 eTected levels. It has been the Range Management Divisionthat has had to produce the plans for the Company and Group ranches becauseRJD has the level of staffing that can do this time consuming task (it 
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being much more complicated than evaluating an existing commercial ranch).
 

Lastly, the Water Departments capacity 
 to instal supplies has controlled 

disbursement.the pace of In both 129-KE and 477-KE, overestimates were 

made on the number of ranches to be developed, planning output and physical 

implementation. This has put AFC in a difficult position and, consciously or 

unconsciously has led them 
 to take independent action, in both
 

the Company and Group ranching sectors to get its loans moving and the
 

interest coming in; 
the granting of large short term loans for steer purchases
 

to company ranches under 129-KE was partly an effort to improve the AFC's Ranch
 
Division cash flow but 
 was not in accordance with good range management. 

It has been IDA's philosophy (backed by experience) that in order to avoid
 

complicated linkages Credit Insqtitutions should have the capacity to undertake
 

the whole task on their own from planning, appraisal, implmmntation and
 

follow-up and this is why so much emphasis was 
(unsuccessfully) given to
 

this expect under 129-KE. 

15. 
 Kenya Government maintains that the preparation process in traditional
 

areas (both range and smallholder) is too long and intricate with many failures 
for AFC to do it alone


,/and that it should be up to the Government service to bring them to the 

stage of application. There is no 
doubt that at this point in range develop

ment the present level of AFC staff are insufficienz to be responsible for Gopar 
present weaknesses it is apparent that more must be expected from Government 

than AFC
 
services/if they are going to achieve the targets 
 In practise this
 

is only likely to be done by concentrating as much of the executive power
 

as possible in one Government Department and making it very clear to
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and Group ranch formation and that the level needed would be in excess of 
the interest rate they could charge for solving what is partly a social 
change. 
If Kenya wishes to develop its rangeland, using a number of different
 

agencies it must solve this central problem of meeting AFC's requirements 
by supplying it with a realistic program and then keeping it on schedule. 
While the objective of this analysis is not to apportion "blame" for the
 

independent supporting departments what their responsibilities are and the
 
targets they are supposed to achieve. 
 This central Unit must be in a position 
to point out, through the usual channelsy the weaknesses in any particular 

supporting unit and the action required to rectify them. 
Working relationships between RMD and and the
are good. The Group Ranch Registrarproblem between andRMD the Group Ranch Registrar is whether 

the technical and financial aspects of Group ranching can be successfully
 

introduced if they remain in what it essentially a non 
technical Department.
 

To take an analagous situation, all legal technical power governing coffee growing
 
are held by the Ministry of Agriculture while Cooperative membership and
 
financial matters are held by the Ministry of 
 Cooperatives; the latter is
 
not entirely satisfactory to some agriculturalists but at least the maintenance
 
of good coffee culture rests in the Ministry of Agriculture. Unlike a Coffee
 

Co-operative nearly all the activities of a Group Ranch have to 
do with better
 
and more productive range management. 
This problem is discussed in more


The Ministry of Agriculture has to be more involved.
detail in Annex 
9 and the Completion Report to 
129-KE./ It is understood
 

that two or three years ago the Ministry of lands recognised this problem 
and discussed the possibility of transferring some of the powers and perhaps
 

the Registrar's office to the Ministry of Agriculture. It is strongly
 
recommended that the subject be reopened. 
This administration of 

Ranch program and the setting of objectives needs much more attention paid to it
 
than it has received so far by better Government and donor agencies.
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to Provide Their Direction
Organization of M 

If the RID is to provide the necessary direction and supervision16. 


of the project is will have to form a special Development Section. The
 

Section could absorb the staff, and functions of the present Co-ordination Unit.
 

The Development Section be divided into sub units to provide the necessary daily
 

attention to the main components of the project. Using a reorganization paper
 

prepared by RM as the basis of its proposals it is recommended that R56bidivid,'d 

&E0-6 four main Sections:
 

Extension Services responsible for the efficiency of the
 

field services and implementing the
 

development program at field level.
 
and :29-=


Development Section - responsible for 477-KE/project activities
 

with the following sub units at head

quarters
 

(iV,Commercial/Company/Individual ranches.
 

(ii) Group ranches.
 

(iii) Project Monitoring.
 

(iv) Cartography.
 

Training Section
 

Management Studies
 

17. 	 The Development Section will maintain liason with other Departments
 

through regular meetings. If possible the Development Section should have
 

seconded to it:-

Department
 

(a) Co-operative/staff to supervise the specialised cooperative ranches in the
 
Commercial ranch sector.
 

- Group Ranch Registrar staff to organise the Group Ranch program.
( ) 


An organisation chart and list of responsibilities is given in Tables 1 and 2.
 

An opinion was sought from the mission whether Research and the Range Training 

Institutions should once again come under the direct control of RMO. This ais 
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Ministry organization problem which the mission was not able to examin
 
properly although it warrants further attention by Government. 
 However, it
 
is apparent that at this stage only very applied research is required and that
 
much valuable information can be achieved from monitoring and analyzing
 
existing programs. Observing and recording-range trend and livestock performance
 
data in the various schemes and under different ecological conditions
 
would, iu themselves, provide a 
wealth of new practical data for application
 
in the field. Strong links, therefore, must be forged between field and
 

research staff.
 

18. proposed
Table 1 describes the =w/organization of the Range Management Division.
 
The service staffing level of the different sections is given with an asterisk
 
showing new posts. 
Table 2 describes the responsibilities of the various people
 
working in the Development Section.
 

19. 
 Part II of this annex explains the role and needs of the RMD extension
 
service to cope with the development expected. 
 Tables 3 and 4 give PTO the
 
present distribution of staff, the range area covered and an estimate of the
 
ranches and work they may have to handle under the project. Since the
 
project must form a major part of RMDs activities staff within the mission
 
should be used on project work as a first priority. However, at headquarters
 
and in the field some extra staff will be needed.The mission is also
 
recommending the upgrading of the Head of Range Management Post, the
 
officer in charge of the proposed monitoring section and the 4 ?rovincial Range
 
Officers. 
The Head of RMD prepared a paper in January 1976 suggesting that
 
the ratio of different grades of posts in RMD was sometires adversely
 
different from their Departments in the Ministry; 
 this obviously affects
 
morale (as does g reported lack of transport funds) especially in a 



Department that has to work under difficult physical conditions and
 

with human problems of great complexity and in need of dedication
 

and perseverance if they are to be solved. 
Four unnamed posts
 

have, therefore, been included for upgrading in the field. 
 Staff
 

requirements and upgrading have been given in Table 5 while costs
 

of the new posts are given in Table 6. Included in the latter costs
 

are prefabricated housing, vehicles and motor bikes. 
On the
 

question of PTO the upgrading of HRMD, it is clear that the
 

grading of the senior post directly responsible in Government for
 

this major program (over $60 million) is grossly undergraded. In
 

it
 
view of the wide responsibilities of the post/should be upgraded
 

to the level of other Heads of important technical divisions in the
 

Ministry of Agriculture. In terms of comparable status, this would
 

help when dealing with Heads of Departments in the Ministries.
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Part I.- Field Requirements of RPD
 

20. 
 The Range Management Division is responsible for introducing
 

land management over 45 million hectares of Kenya. 
land
 

This/supports over
 
2.0 million pastoralists, semi-pastoralists and subsistence cltivators
 

who depend significantly on livestock for their well being (Kenya 
- 58
 
million hectares 23 million people). 
 Each district has a District Range
 
Off ice ~(rno
( several Range assistants whose task is to encourage and find
 
people who wish to adopt improved practices and to receive financial
 

It is policy to add

assistance. 
Assistant Range officers and further Technical officers
 

as development warrants.
 

21. 
 IDA projects 129-KE and 477-KE are the main outside source of
 
funds for Range Development and success is vital for verifying the Range
 

management strategy being tried and for obtaining 
continued financing.
 

Since 
 477-KE now touches 
to some degree most districts it 
can be said
 

that the raison d'6tre of the Range Management Division must be the accom

plishment of the 477-KE objectives. 
Only through a successful project can
 
further funds for Range management be justified on the basis so 
far proposed,
 

and alsothe continued employment of the increasing numbers of Range staff.
 

It has been assumed, therefore, that except for DRO and a
 

few Range assistants who 
have more general duties to perform all other staff
 
should be directing their full time attention to gettingthe Project underway
 

and ensuring its successful performance. 
Their duties include:
 

(a) Locating the Ranch Projects 
-
involving many discussions on
 

agreements, etc.
 

(b) Where necessary,land adjudication and registration  discussions
 

with the staff of the Registrar if the Group Ranch Representatives.
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(c) 	 Preliminary rough ranch plans - discussing 

general objectives with the people 
- getting their agreement in
 

principle to: financial contributions, rules that will be
 

applied, the type of organization etc.
 

(d) 	Definitive Ranch plans and budgets worked out in cooperation
 

with 	the Provincial Planning Teams, Water Department, AFC
 

and 	where necessary Registrar of LandS.
 

(e) In cooperation with AFC and Water Department ensure: 
(i) that
 

the physical development takes place as scheduled,(ii) breed

ing cattle and steers of the right quality are purehased
 

(iii) that the ranch committees function, (iv) that improved
 

Ran6 e and livestock practices are undertaken.
 

(f) 	Frequent follow-up visits ou pre-scheduled work programs to
 

help with Ranch field,office and financial organization~calling
 

in the relevant specialistswhere necessary. 
In cooperation with
 

the AFC representative undertake 
annual revision of budgets
 

and plans including stocking rates.
 

(g) 	Extension and Range Education Work with committee members and
 

ordinary members 
arranging courses as necessary.
 

(h) 	Gathering information on physical and financial performance of
 

Project ranches for analysis at both District and Headquarters
 

level.
 

(i) 	Maintaining Project targets and performance at District level.
 

22. 
 The numbers and type of staff needed for the Project are dependent-on
 

a number of factors: Level of extension needed; number and type of ranches;
 

number of members; distances to be covered. 
Government originally estimated
 



ANNEX 14 

Page 13 

that in order to establish new Company, Group or Cooperative ranches there
 
the following staff would be needed for every 80,000 ha of new ranch development:
 

1 Assistant Range Officer and 2 Range Assistants
 

1 Accounts Officer and 1 Accounts Inspector
 

1 Veterinary Assistant and 1 Veterinary Scout
 

Under 129-KE only 7 AFC personnel were financed and Government
 
provided staff it thought necessary. 
Range and veterinary staff have been
 
provided but not accounting personnel.
 
23. 
 If the 477-KE 
 revised mission targets are met, some 2.5 million hectares
 
of land would be organized into ranches involving KSh. 210 million loan approvals
 
producing KSh. 144 million annual income at full development. 
 To achieve
 
this,Extension staff will require to concentrate particularly on productivity,
 
financial control and organization. 
It will require a sound knowledge of
 
these factors and considerable vigilance and attention to detail.
 

Combined 129/477-KE Area 
 Productivity and Loans
 
(Details in Table 4)
 

Commercial Company Group Ranches Total 
Area ha ('000) 391 1,205 923 2,519 
Estimated No. Members 14,260 1/ 2,790 5,820 -

Model Grrss Income/Ha.
Ksh. 

Gross Income/A.U. KSh. 
Gross Production m.

KSh. 

Estimated Loans Approved 

94 
280 

36 

52 
259 2/ 

63 

49 
203 

45 144 

or to be Approved m.KSh. 73 96 41 210 

i/ Two ranches have 5,600 members.
2/ Ranch herd projeitions exclude purchase steer returns.
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Commercial Ranches
 

24. 
 Commercial Ranches, which include companies and cooperatives,
 

are being financed in Rift Valley Province and Eastern Province. AFC and
 

RMD know very little about the financial state of many of the companies
 

while the accounts for the cooperatives usually appear co remain with the
 

Cooperative Department who are responsible for their audit. 
Over 50% of
 

the ranches now being financed have been purchased with a high loan element
 

by groups of people who have little or no previous experience in ranching.
 

25. 
 In Rift Valley Province if development takes place as forecast
 

up to 70 Commercial ranches (and feedlots) covering a quarter of the commer

cially owned rangeland may receive KSh. 56 million (US$6.8 million) in 477-KE
 

development loans in addition perhaps to 
land purchase loans. RMD has not had
 
much influence

/on trese ranches to date and for such a major component of the Project their
 

staffing appears inadequate compared to other Districts. Apart from DRO's
 

in Nakuru and Laikipia Districts there are just 5 technical assistants. AFC
 

has had more influence with its three Branch Managers and 
two assistants to
 

deal with the total ranch and farming program in Nakuru, 'aivasha and Laikipia.
 

No special planning team works in the area.
 

26. 
 Some of the ranchers now receiving loans may not require much
 

assistance but the majority do. 
 With the growing transfer program of ranches
 

in the area occupying the 
time of the DRO's it is recommended that two Assist

ant Range Officers be posted to Nakuru and Laikipia Districts to work on the
 

Project Ranches in particular. 
 They would be assisted by two Range Assistants.
 

In view of the need for a fairly sophisticated form of management in these two.
 

districts consideration should be given to upgrading the DRO posts to degree
 

level personnel. In cooperation with AFC staff,the Assistant Range Officers
 

would pay special attention to budgeting)ranch planning and finances of
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these ranches. In conjunction with AFC staff 
RMD would ensure that the
 
companies accounts were kept up to date and consideration should be given
 
to developing an Allied Ranching type organization for accounting in the
 
area if the present situation cannot 
be improved. 
Range officers would work
 
closely with the Cooperative Department to see that the Cooperative accounts
 
are kept up to date. 
Range officers would examine the stability of 
the
 
ranches in relation to 
the number of members 
 and the importance
 
of income for them. 
 It is assumed that Veterinary advice 
is adequate in view
 
of the extra attention the area receives because it is 
in the Disease 
Free 

Zone. 

27. The number of Range staff in the Eastern Province districts of 
Machakos is sufficient .. . . ..Kitui, Embu and Meru/for the number of Project ranches being developed 
in those districts. 
It is proposed that motorbikes should be made available
 
to two Range Assistants in Machakos and 1 each in Kitui and Embu so 
that
 
Project ranches can be supervised more efficiently. A work program for regular
 
supervision visits to ranches is required for the DRO and his staff. 
 The
 
Cooperative Department staff would be responsible for ensuring that the
 
Cooperative Ranch records are 
in order. 
The AFC Branch Manager or Assistant
 
Branch Manager at Machakos would be responsible for AFC affairs in these
 

ranches.
 

28. 
 The following table roughly summarizes the scope of the Commercial
 

ranch program in Rift Valley and Eastern Provinces:
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Commercial Ranch Development
 

Total Estimated
 

Area Loans
Province/ No. 
 Hectares Rangeland Approved
 
Districts Ranches Members ('000) 
 Ha ('000) KSh.'00
 

Existing 
 Rift Valley Prov. 
 45 9.270 153 
 - -
1971-76
 

Eastern 
 13 1,456 103  -

Est. New 
 Rift Valley 25 
 3,040 112  -
1977-79
 

Eastern 
 5 500 23 
 - -

Total Rift Valley 70 12,310 
 265 1,040 56,176

1971-79
 

Eastern 
 18 1,956 126 3,170 
 16,966
 

88 1 
 391 4,210 73,142
 
(NOIE: Figures are approximate (see footnote to Table 
 ) 

Range Management Staff
 

Present Proposed Full Time on Project Work
 

Range Management Staff No. Vehicles No. 
No.
 

Staff No. Vehicles Motorbikes
 
RVP East 
 RVP East
 

Range Officer 
 - -
 - Upgrade DRO, RVP
 

Technical Officer 
 - 1 1 
 2 1 2 
 -


Technical Assistant 
 5 13 
 - 2 3 3 

*-
 Already supplied by existing establishment.
 

Agricultural Finance Corporation Staff
 

Rift -
Nakuru Branch Manager (no expertise in range).
 

- Naivasha Branch Manager and Asst. Branch Manager*
 

- Nanyuki Branch Manager and Asst. Branch Manager*
 
Central Province
 

Eastern/- Machakos Branch Manager and Asst. Branch Manager*
 

- Kerugoya Branch Manager
 

- Kitui Branch Manager
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Company Ranches
 

29. 
 The needs of the 
 Company ranches in Coast Province have been

explained in Annex .
 In view of the fact that the whole of the Teita
 
Range program is concerned with the Project DRO's can be expected to
 
participate full time. 
 It should therefore be possible for the DRO Teita;
 
the Technical Officer and 6 Range Assistants 
 to develop a good
 
management and extension program for the 17 ranches under their control.
 
Their first task in cooperation with AFC and Allied Ranching will be to
 
revise the present ranch plans and budgets of most of the existing ranches
 
In Kwale and Kilifi DROs will also be involved in Group Ranching and other
 
Range matters but the Technical Officer and the 3 Range Assistants
 
should be able to 
cope wi-h the ranches expected.Range staff in Lamu and
 
Teita are adequate. Pre-fabricated housing is required for all Technical
 
Assistance staff so 
that they can live out on the ranches. 
 They will also 

require motorbikes. 

30. AFC Branch Managers and their Assistants at the Voi and Mombasa 
office will be concerned with AFC affairs. It is assumed that Allied
 
Ranching well continue its accounting services to all Teita Ranches and that
 
its services coulk be used in other Districts. 
 If this is not possible then
 
Range Mangement should employ or obtain on Secondment a cooperative accounts
 
man 
for three years to assist in developing proper accounting methods.
 
31. 
 The Ranch Planning Team in Mombasa will have to produce 20 new Project
 
Ranch plans in the next 
three years. 
 It should be possible to do this if they
 
stick to essentials for Ranch establishment and concentrate particularly 
o
 

the budgeting and financial aspects.
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Company-Ranches 
- Coast Province
 

Total Estimated
 
Area Loans
Estimated 
 Rangeland to be
No. 
 No. Hectares Ha. 
 Approved


Ranches 
 Members ('000) 
 ('000) (KSh.'O00)
 
Existing 1971-76 
 17 1,149 294 
 -"
 

Estimated New 1976-79 
 20 1,640 611 -


Total 
 37 2,789 905 
 6,140 96,382
 

Range Management Staff
 

Present 
 Proposed for Project
 
Vehicles Motor-
 Prefab-
Staff No. Vehicles Staff Nos. 
 Nos. bikes Houses
 

Technical Officer 
 4 4 
 4* _ 
 -

Technical Assistants 25 
 -
 19 
 19 19
 

Cooperative'Accounts
 
Officer 
 - 1 1 

- Posts already exist and filled. 

AFC Staff
 

Voi - Branch Manager
 

Mombasa -
Branch Manager and Assistant Branch Manager
 

Group Ranches
 

32. 
 The main work on 
the Group ranches will be large numbers of
 

meetings (often in conjunction with the GroupR'anchRegistrar) with various
 

groups on the ranch:
 

(a) To get agreement with all members to the proposals before
 

investment takes place.
 

(b) To 
ensure that action is taken to observe the agreements,
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(c) Implementing the development plan,
 

(d) Implementing the Range and stock improvement program
 

once the investments are made.
 

(e) Discussing with every individualthe stock improvement
 

program for each of the 
family herds.
 

(f) Meetings to 
resolve problems as they occur.
 
Each staff member will have to work to a carefully prepared program of
 
work which will need constant supervision and revision. 
 The key men in
 

the program should be the Range Assistants who must live ua thn ranches.
 
The Technical officers must be in constant touch with them ,helping them
 
with their problems and taking back problems that they 
ranrt solve for
 
immediate attention of the relevant authority 
- Administration, Develop
ment Committee, 
 Group Ranch REgistrar , 
Wildlife or Veterinary Departments.
 

TOs should see thatField staff are 
supplied with what they need. 
 Those
 
living 
on the ranch must be familiar with all aspects of Group ranching and
 
special short courses will have to be arranged for them so that they are
 

fully aware of what is required of them.
 

33. 
 The following is the Group Ranch Program in Kajiado and Narok:
 

Total Estimated 
Areas Loans 

No. 
Ranches 

No. 
Members 

Hectares 
('000) 

Rangeland 
Ha 

('000) 

to be 
Approved 
(KSh.'000) 

Existing 1971-76 22 2,180 248 

Est. New 1977-79 19 3,460 550 

41 5,820 798 3,310 40,733 
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Range Management Staff
 

Present Proposed for Full Time Work on Project
 
Prefab 

Staff No. Vehicles Staff Vehicles Motorbikes !A__simn 

Technical Officers 6 6 6* - -

Technical Asst. 22 - 18* 18 18 

- Posts already exist and established.
 

AFC Staff
 

Headquarters - Ofii;cer I/C Group Ranches.
 

Athi River - Branch Manager and Assistant Manager
 

Group Ranch Registi -c
 

2 Assistant Registrar of GrouT ranches.and two vehicles.
 

2 Accountants and two vehicles.
 

34. There a:i; sufficient TOs and TAs if their programs-are organized. It
 

iour of the 22 TAs undertake general duties discussing the future program
 

with Group ranches outside the Project and Individual ranch problems this would
 

leave 18 Technical Assistants for 22 existing ranches established with 2,180
 

members. One Technical Assistant should be able to manage during the Project 

perimd-Group- ranches-witLt-ar- aggr.eg te -f-about--250 fami1±ew-as-th-mnbmum-. -

The 41 ranches that would be developed by 1979 would have about 5,800 members 

and the 18 TAs should be ab le to manage these providing they are supplied with 

motor bikes and prefabricated housing placed on one of the ranches under their 

guidance. 

35. Accounting and administration matters on Group ranches-are un-complicated
 

but the people or staff have no experience of what is involved. It is
 

essential that they are properly supervised and kept up to date. This is the
 

Group Ranch Registrar's duty. The Assistant Registrars of Group ranches are
 



so far have had little time to deal with the matters associated with
 

normal ranch training. The accountants have only recently been employed.
 

There must still remain doubts as to whether the proposed level of staffing
 

is sufficient and it will be up to RMD to 
backstop where necessary. -- 'This 

aspect will require careful attention by RMD and future supervision and
 

immediate strengthening if arrangements are insufficient.
 

Costs
 

36. Investment and Recurrent costs are given in Annex 6. Investment
 

requirements, mainly for field staff amount to 
 K sh 2 million while the
 

staff and operating costs amount to KSh. 828,000 annually.
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Part III -
Ranch Planning Procedures
 

1. Ranch Planning Units
 

RM has two Ranch Planning Units (RPU) 

Mi) based in Narok - mainly concerned wit h the planning of group 
ranches in Kajiado, Narok and Samburu districts. 

- based in Mombasa (ii) mainly concerned with the planning of
 
the Company ranches 
(and some other ranch types) in Co&st Province
 

RMD also has a range planning unit in the North East
 

Each RPU is basically composed as follows:
 

Range Planner (USAID) 
 and a Water Planner (USAID)
 

Counterpart 

Counterpart
 

Technical Assistants 
 Technical Assistants
 
Depending on the tasks there is a certain flexibility in the organisation
 
and staffing. 
Thus the team in Narok is presently composed a3 follows:
 

Range Planner (USAID 
 Water Planner (USAYD)
 

Counterpart 
Counterpart 

Counterpart
 

Narok Samburu Kajiado 
1 

6 TA's 2 ARO's 3 TA's 4 TA's 

IARO 

i.e. a total of 2 expatriates
 

3 senior counterparts
 

13 	technical assistants
 

3 assistant range officers
 
Each RPU has one vehicle but in addition is normally able to use vehicles 

of the Government agencies with which they cooperate.
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2. 
 The Planning Procedure
 

37. 
 The identification of the ranches to be planned 
 in the case
 
is
of the group ranches/mainly done by the Registrar of Group Ranches, while
 

it
in the case of the coastal ranches/is mainly the function of RMD and AFC.
 
38. 
 The actual planning starts with a discussion with the ranch owners,
 

with the TA's doing a ranch inventory and with the mapping of the ranch.
 

The further planning is in principle done in consultation between the RPU
 

and the ranch on one side and on the other between the RPU and the other
 

government agencies involved on the district level. 
 The latter liason is
 

in the c-se of group ranch planning organised as follows: As 
a subcommittee
 

of the District Agricultural Committee Chaired by the District Commissioner
 

there exists the Range Working Party (RWP). 
 For this RWP an Executive
 

Committee has been formed consisting of:
 

District Range Officer 
 - Chairman
 

Assistant Registrar of Group Representatives - Secretary
 

Agricultural Finance Corporation 
 - Member
 

Range Planner ,
 

Water Planner
 

This Executive Committee has full authority to establish priorities. The
 
EC not only calls a meeting with the representatives of each group but also
 

works continuously together with them in developing an acceptable proposal
 

development plan. 
Once the RPU is satisfied with the plan they have produced
 

it more or less automatically implies that the EC is also satisfied since
 

they have been in close working relationship. The working party is then
 

called, the plan endorsed by the EC and sent on to 
the HRMD with a copy to
 

the PRO. 
The HRMD bears the ultimate responsibtlity for the technical
 

aspects of the ranch plan. 
Once accepted the plan is passed on to the
 



ANNEX 14 
Page . Z4 

Ministry Coordination Unit from whereif accepted,it is given to AFC to be 

used as a loan document. At the same time the local AFC officer may have 

prepared the loan application forms with the ranchers. 
 Both sets of
 

documents are then analysed by AFC to ensure that they are compatible and
 

financially sound.
 

3. Problems
 

39. 
 The planning and arproval procedures have been changed several
 

times over the years and never 
laid down clearly until recently. It is
 
still not clear what the ranch plan should contain and what the different Dar-

ties expect from it. 
While RMD and AFC have their -wn idea of what the plan
 

should contain there is no single agreed form that should be used to 
 reduce
 

duplication of work. 
The greatest weakness 
 I concerns the financial and
 

economic aspects. 
Here it is strongly recommended that the AFC Branch manager
 

ensures as his major responsibility in the working party that all
 

physica financial and economic projection sheets the AFC is using for loan
 

appraisal be also used as 
part of the ranch play.. These sheets should be
 

filled out by a ranch planner with the assistance of the AFC branch manager
 

and it may be advisable for him to 
send a copy to headquarters to make sure
 

at an early stage of planning that the plans are acceptable from the
 

financier's point of view.
 

40. 
 The donors should examine the ranch plans when and if considered
 

necessary in the course of 
the regular supervision missions.
 

While the procedures as suggested above may speed up the approval
 

process it still appears that the ranch planning as set up at present is
 

41. a slow and expensive activity. 
Thus the annual cost of personnel
 

alone of the Narok RPU may be estimated as follows:
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Co ts per Unit Total 
KSh. KSh. 

2 Expatriate Senior Plannexa 320,000 640,000 

9 Technical Assistant 20,000 180,000 

3 Assistant Range Officers 15,000 45000 

865,000
 

In-addition transport costs may be estimated at some xsh 90,000 (i.e. using 
2 Landrovers for 30,000 km p.a.). Together with the costs for offices, 
equipment and material the RPU's annual coots are probably in the order of
 
1 million shillings. According to the 
2'U in Narok,some 5 to 6 plans can 
be expected to come out evEry year which puts the average planning cost per 
ranch at a figure between sh. 160,000 ard sh. 200,000. Considering that 
the average ranch invests only some sh. 5,)0,000 altogether (physical develop

ments, breeding stock, and working capit;L. 
for steer purchase and operating
 
costs) the planning costs are excessive. 
Ways should be sought to reduce
 

the costs to about 10% of the total investments. 

42. 
 The present situation is somewhat analagous to the farm
 

planning problem in the Kenya Smallholder areas 
20 years ago when complicated 

farm plans with descriptive detail of physical conditions, elaborate rotations 
and complicated forecasts were produced. It was soon realized that the 
farmer kept to the simple aspects and these plans were replaced by farm
 

layouts which could be prepared in half a day and concentrated on the
 
essentials; 
when the farmer later showed competency in any particular
 

enterprise he was given more specialised assistance. Similarly with the 
r.mches comprehensive range resource inventories are made and management 
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program produced but little is done 
 to explain how the members of groups and
 

companies are going to get to 
the starting point i.e. reduce their stock,
 

how they should manage their stock within the limited stock quotas or in the
 

case of companies how they should go about providing equity 
 ard how
 

AFC loans should be disbursed in relation to an equity position which may
 

rise over a period of time to the required level. Farm planning
 

procedures must be reviewed with the objective of 
providing in less than a month a
 

practical working document.
 

43. 
 The ranch plarners should be familiar with budgeting and ranch
 

management 
so that these aspecti 
can be dealt with in the plans. The
 

economics of the operation as 
they affect individual members of a ranch
 

should be clearly explained and an evaluation made as 
to whether the proposals
 

made offer sufficient incentive to 
the individuals participating. The
 

exercise must be seen as having a strong human, social and economic bias
 

superimposed, on the physical planning aspects of the ranch. 
Planners
 

should be selected for their competence in this regard. Since much of it
 

will involve new concepts and situations emphasis should be placed on
 

flexibility and the building up of relevant information of value to future
 

planning work.
 

44. There appears to be confusion concerning the working relationships of the 

allegiance of the American planners vie a vis USAID and PKD. The problem is probably
 

best settled in bilateral discussions between the Government and USAID.
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KENYA 

LIVESTOCK DEVELOPMENT PROJECT
 

Review Mission 22 February - 26 March, 197f
 

Responsibilitiep of the Main Departments Associated
 

with 	the Range Program (based on Papers Submitted by the Departmen.)
 

A. Range Management Division
 

Range Management Division is the Executive Agency of the Govern
ment responsible for the development and rehabilitation of the Republic's
 
range lands, and the IDA Livestock Development Project, and all the other
 
agencies work to it. Specifically RND is responsible for:
 

(a) 	azranging for land-use surveys to be carried out, 
as
 
a basis for detailed range development planning, in areas
 
where such surveys are not available;
 

(b) 	determining the forms of sub-division and organization
 
(ranch units, rehabilitation areas and grazing blocks)
 
which are most appropriate to the range condition;
 

(c) 	consulting with the Commissioner of Lands, the Director
 
of Land Adjudication and the Registrar of Group Represen
tatives in respect of Letters of Allotment. Adjutdication
 
and Incorporation of the forms of sub-division and organi
zation as determined above (1l.b);
 

(d) 	establishing priorities in development of ranch units,
 
grazing blocks and rehabilitation projects;
 

(e) 	production of acceptable management plans for all ranch
 
units for which development in planned. Such management
 
plans will be produced by the respective Range Planning

Team responsible for the area in which the unit Lo be
 
developed is situated, and in a manner and procedure
 
approved by the Project Coordination Committee.
 

(f) 	ensuring orderly implementation of approved development
 
plans and adequate management programme to ensure:
 

(i) 	effective control over stock numbers;
 

(ii) proper utilization of the grazing and water;
 

(iii) proper breeding programme;
 

(iv) effective disease control facilities; and
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(v) 	effective dissemination of reserach results
 
to ranchers.
 

(g) 	To achieve the above, RMD shall, in consultation with the
 
other agencies involved in the Livestock Development
 
Project:
 

(i) 	control and coordinate all livestock pur
chases in consultation with the Livestock
 
Marketing Division to ensure proper dis
tribution of available immature cattle,
 
and to control stock numbers on ranches;
 

(ii) 	assist the MaLagement of ranches to imple
ment the approved ranch and grazing manage
ment plans;
 

(iii) assist the ranches in acquiring improved and
 
acceptable breeding bulls and heifers as per
 
the Development Plan.
 

(iv) 	advise ranches on disease and predator
 
control measures;
 

(v) 	extend to ranchers up to date research
 
information which would aid in solving
 
range development probiems.
 

(h) 	In consultation with the Economic Planning Unit
 
KMC and LMD establish the range development policy
 
and targets necessary to releive the overstocking
 
situation and ensure the maximum sale of immatures
 
from pastoral areas for fattening purposes on
 
ranches (and in feedlots):
 

(i) 	In consultation with LMD and AFC determine priority
 
areas requiring markets and deciding on ranching
 
developments that should be need for immature
 
fattening. Establish targets and a monitoring agen
cy which will allow LMD to relate its purchases more
 
accurately with likely future sales.
 

(j) 	RMD will cooperate and assist in the implementation
 
of cooperative programmes such as:
 

(i) 	Kenya Rangeland and Ecological Monitoring
 
Project by the Canadian International
 
Development Association (CIDA).
 

(ii) 	The Monitoring and Evaluation of On-going
 
Project3 by International Livestock Centre
 
for Africa (ILCA).
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(iii) 	The Development of Game Parks and Game
 
Reserves in Kajiado and Narok Districts.
 

(Based 	on RMD's paper of 15th January, 1976 to the Project Co-ordinating
 
Committee).
 

B. Agricultural Finance Corporation
 

The Agricultural Finance Corporation has the ultimate responsibility
 
of accepting a loan. In order that it can undertake its functions properly
 
AFC has established a Ranch Department RD) whose tasks under the project
 
include:
 

1. 	 Administering the ranch development operation of
 
the project as they affect AFC.
 

2. 	 Approving and recommending loans to AFC's Loan
 
Committee.
 

3. 	 Providing supporting technical services to partici
pating ranching enterprises, assisting them in the
 
preparation of individual development plans and
 
supervising the execution of plans for which loans
 
are made.
 

4. 	 Maintain an active interest in the progress of the
 
ranches during the period of the loan at a level
 
sufficient to ensure, as much as possible, the
 
Safety of the loan.
 

5. 	 Liasing with other agencies associated with the
 
program and ensuring that AFC's interests are
 
not adversely affected or that AFC, actions do not
 
conflict with overall national raise policy.
 

(Based 	on some of the points raised in AFC's letter AFC/RD5102/REMK/DCW of
 
21st 	January, 1976 to the Co-ordinating Committee).
 

C. Water Development Department
 

General
 

Range: Development (including the North East)
 

1. It is WDD responsibility to plan, construct, and maintain Tracks,
 
Reservoirs and Boreholes and related equipment in the Range Water Programme
 
in accordance with priorities established by Range Management Division,
 
MIMAG. In the absence of such priorities, it is our duty to utilize our
 
resources in the most effective way possible to further the objectives of
 
the programme.
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Ranches:
 

2. It is our responsibility to plan water installations on the
Ranches in accordance with priorities established by Range Management Divi
sion, MIMAG.
 

3. It is our responsibility to advise and supervise design, construction, and maintenance of water installations on the ranches based on
priorities established by the Coordinating Committee.
 

Maintenance of installations:
 

4. 
 It is our responsibility to maintain Range Water installations
in the N.E.P. for the forseeable future. Financing of this work comes
under the recurrant budget with the exception that spare parts and fuels
Pnd lubricants of the maintenaace equipment is piovided out of project

funds.
 

(Copy of the Director of Water Departments undated paper WD/2/3/354 to
the Project Co-ordinating Committee).
 

D. Ministry of Lands and Settlement
 

The responsibilities of the Director of Land Adjudication and
Registrar of Group Representatives is laid down in the Ordinances and
gazette notice governing their activities.
 

E. Responsibilities of the Livestock Marketing Division
 
1. 
 The Division is responsible for providing market out.ets for
livestock in those areas where the private sector is either l",ited in its
activities or is unable to comply with disease quarantine ruluirements. For
the most part these areas arc in the rangelands where sale cf livestock is

the sole form of income.
 

2. 
 In addition to its own direct participation in marketing the
Division also offers facilities for quarantine and movement to the private

sector.
 

3. 
 The LMD marketing programme is directed largely towards the
offtake of immature male animals from the northern Districts of the country
for supply to ranchers and other secondary producers in the higher potential
areas of the southern half of the country. Slaughter Flock are also purchased
and disposed of to 
the Kenya Meat Commission.
 

4. 
 The expansion of activities proposed under the Livestock Development
Project for the southern Districts will relate almost exclusively to the
procurement of slaughter stock, while expansion in the north will largely
be based on immature purchase. Movement of northern stock will involve

quarantoring animals.
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5. 
 LMD will liase with the Economic and Planning Unit to determine
the most effective National Marketing program. 
It will leave with AFC and
RMD on the Provision of immatures.
 

(Based on undated paper for L1D to the Project Co-ordination Unit).
 

F. Duties and Responsibilities of the Project Co-ordinating Unit
 

The 	following lists the duties and responsibilities of the present
Project Co-ordination Unit as prepared by them in January 1976. 
 If a 	special
Range Development Section were established in the Ministry of Agriculture
these duties would be incorporated into the 
 duties presently conceived
 
for that Division.
 

The Unit is responsible for the general co-ordination of the
Livestock Project. 
More specifically, duties and responsibilities of the
 
unit include the following:
 

1. 
 Maintain an up-to-date record of physical project
 
progress and expenditures.
 

2. 
 Maintaiiu liason between and among implementing agen
cies in the project.
 

3. Keep policy makers in the Ministries involved with
 
project implementation. Fully informed of the project

and project related issues.
 

4. 
 Planning and scheduling donor missions to the project.
 

5. 	 Identification of existing and potential problems

related to project implementation and take action
 
to resolve existing problems and 
to act or suggest
 
means of preventing potential problems of developing

into a state whereby project progress is hampered.
 

6. Identification of project components where corrective
 
action or quidance toward corrective action requires

reserach or technical studies.
 

7. 	 Development of terms of reference for reserach and
 
technical studies.
 

8. 	 Arrangements for and advise on selection of consul

tants and other specialists required for the project.
 

9. 	 Co-ordination of monitoring activities of the project.
 

10. Evaluate and approval of ranch loans.
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11. 

12. 

Arrangements for and decisions on selectton of per
sons for training under the project. 

Liason between donors aad Government Ministries'and 
departments. 
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hUGEO"- YEBRUAY 2 MAC 6 17 

Costs of xtra~Staf f mburets n Equipsm for N 

Cos
- -- Yer3-' Yar4 Ya Total Component13 
; e 

Profa Hous~p-ing M-U 10 37 (37 370% 40Q'148.0
L,~u4andrvueu 44 35 (6 8) -~ 352 65 28. 

YC Recurrent Costs '- .- CP'' 

"--> Staff CC''C'" '' -.- 4v 

Upgrading Posts l/ ',"X ''C 9 10 - 90 ~C'"C 90 ~ 90';Y~"~ 270 C' 

,~aneffcr K~~/ 'C'32 3- 96'' 96 --- 96 288 -'-

Seior ~Technical Officer (K)3/,27 3 81~ , 1 1,23'~-~ "C"~C~ 

'>-,-*Cartographer (Div./Sec,) 16 1~ C 16 16, 16 , . 48 
SDrivers "CC 7 56' - ' 56 56' 16 

'C ' ~393 'C 393 393," 1,179 ' C'CC 

<Operating CostsI ' CCCC ' 

.'''CCC"CC~' Landrovera ' 20 160 (7) -160 -. ' -160>'~-~' A', 50 24O04 8 0 

"'' n>. Motorbikes 6 240 (40) 240 ~"C-..~240 >~CC720' 50 3'C60.0 
Subsistence, 25 2..... -25-'A j '75' 

. CEducation and D)emonstration 'C C ' C'CCy>C. 

'Waterials .' 



'CC . ~ . 

-A'--'-'~ Total Operating Costs ' 415 .. ' 435 CCC'45"'' 1,~305 46 0.'-CC 
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KENYA
 

SECQ=D LIVESTOCK DEVELOPMENT PROJECT - CREDIT 477-KU 

REVIEW MISSION - FEBRUARY 22 - MARCH 26% 1976 

USAID Report on Ranch Development 

The Project Review Mission was composed of the IDA Mission leader,
 

two financial anlysts, an agriculture economist, representatives of 
USAID, CIDA, ODM and all GOK agencies concerned. 

During this review, meetings were held with the Project Coordinating Comwni
ttee, Range Management Division, Economic Planning Division, and 
Livestock Marketing Division. A meeting was also scheduled with the 
Managing Director of AFC. 
Only the Washington IDA representatives
 

were included in this meeting. 
Field visits included two commercial
 
ranches, one co-operative ranch, five company ranches and five group
 

ranches. 

During the fielo visits, meetings were held with the Allied Ranching
 

Board of Directors and employees, ranch representatives in Coast
 
Pi.;vince and the Ranch Planning 
team for Rift Valley Province.
 

Most of the areas visited were suffering from drought conditions.
 

The ranches visited Included ranches started under Phase I; opera
tions continuing under Phase II assistance, on-going ranches
 

receiving Phase II assistance and new ranches with proposed or
 
approved loans for Phase II financing..
 

There was evidence of improved ranching operations on some of the.
 

Phase I ranches despite difficult conditions, also improved livestock
 
and facilities were in evidence on several ranches as a result of 

Phase I and II assistance.
 

Oni of the Mission's primary objectives was to examine the present 

vial ility of ranches finauced under the project by AFC. The economist
 
and financial analyst examined the available ranch records. Prelimi
nary examintions indicated that most ranches were in serious cash 
flow diffic'!ty. This resulted largely from operating cost 

increases of the magnitude of 50-30C% while prices for slaughter 
cattle remained fairly stable due, in part to government price
 

controls in retail mat markets. 
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Newly establiched ranches-were incurring heavy expenditures for
 
developmeit and livestock purchases as well as overhead costs. 
 Most
 
ranches were also suffering from prolonged drought conditions.
 

The examinations of available financial accounts indicate that
 
ianches in 3rd-5th yearslof operation (Phase I plus additional
 
Phase II financing) were in 
some cases incurring heavy losses. Most
 
were, at best, marginal operations under present conditions. Ranches
 
under the greatest stress appear to be the company type operations
 
on which there was little or no previous development and few or
 
no livestock available at the start up point of ranch operations.
 

The co nmercial ranches which were on-going operations appeared to
 
require modest improvements or livestcck increases. 
 Group ranches
 
were generally fully or even over-stockedtand had modest development
 
inputs. Both the commercial and group ranches appear to be in
a
 
fairly sound financial position. However individual members of group
 
ranches may bo under considerable stress to meet their share,of loan
 
repayment with very small stock holdings.
 

Ranch development and operating models developed by mission members
 
utilizing present costs, and projected livestock prices further subs
tantiated the above described situation. The difficult economic
 
conditions have been often aggravated by other management factors
 
wbich could probably be modified by governmental agencies and/or
 

ranches themselves.
 

Some of these factors and examples arc:
 

2. The heavy front end load of capital investments, in ranch
 
developments (often over extending inexperienced management)
 

with little owner equity in the operations. This places a
 
repayment burden on the ranch which could be extremely
 
difficult to meet even under expert management and very
 
favorable economic conditions.
 

2. Heavy eaily investment in breeding herd operations. These
 
operations require a high degree of management skill and
 
require a much longer period for full returns to be realized.
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3. There appears to be a conscious government policy of buying
 
i 
 ture cattle from livestock traders in N.E. Province, at prices
 
vhich are reported to be close to 100% 
above producer prices.
 
This inflated price 
plus handling and transport costs of moving
 
the cattle to growing/fattening ranches often results in nil profit
 
to these ranches. Direct purchases from the producer (if such a
 
system can be established) would almost surely result in better
 
prices to producers while at the same 
time lowering costs to
 
ranchers, thus improving returns to each.
 

4. There appears to be 
a practice of loan approvals and disbursments
 
to ranches for livestock (steer) purchases for the sake of (paper)
 
cash -flow improvements in financial projections without due consi
deration for the ranches' capability to support increased herd
 
giza. 
 Some ranches have suffered very 6eavy cattle losses resulting
 
from large livestock purchases without sufficient forage and/or
 

water.
 

5. Range Management officers must accept and fulfil their role of
 
advising both ranchers and AFC on the proper stocking rates. 
 This
 
is particularly important with regard to the time of sales and
 
purchases of livestock.
 

6. While there may be 
some merit to AFC's belief that it has expertise
 
in cattle purchasing which some ranchers lack, the practice of the
 
lender also acting as 
the broker is considered inappropriate for a
 
sound lending operation. 
 Past events have also shown that insuffi
cient coordination of stock purchases with capacity of ranches to
 
carry the livestock can produce adverse effects.
 

7. The role and capability of the Ministry of Water Development in
 
assisting ranches develop and maintain livestock water systems
 
should be made known to all officers in Range Management and
 
AFC and ranchers concerned in ranch development.
 

8. Project donors should recognize that the original project appraisal
 
reports were far too optimistic concerning the early profitability
 
of ranching enterprises and their ability to make early repayment
 
of loans. 
 That loan repayment periods for ranches should in many
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cases be by at least Theextended five years. original planned 
loan diapursement schedules should also be revised theto reflect 
caution required at present in providing sound financial assistance.
 

9. The Project Coordination Unit (PCU) should complete its staffing
 
by including a financial analyst at the earliest possible date.
 
They should then accept the responsibility of monitoring a repre
sentative number of operations in order to 
 identify potentially
 
serious problems at an early stage. The implementating agencies
 
could thus be warned and better able to deal with the problem areas.
 

The PCU should continue to be strengthened but should for the
 
forseable future retain its present locus in the government
 

structure.
 

10. Ranch planning teams (working parties)% including AFC branch
 
managers must take care to reconmend only viable development/
 
management plans even if this means very modest development in
 
the ranches' early stages. 
 Such plans must give attention to
 
the carrying capacity of the ranches, realistic cash flow
 
projections, levels of capital development, ability to repay loans,
 
environmental considerations, managerial capability, and a
 
realistic time frame in which the ranches can become self-sustaining,
 

profitable operations.
 

It must be understood that once accepted and approved, ranch
 
plans are a flexible basic working document. As modifications are
 
required, the concerned agencies should reach agreement and make
 
the necessary changes. The most important issue is that the agent
 
requesting the change must accept the responsibility of informing
 
all parties concerned. 
Finally close working relationships must 
be maintained. 

As is true in most beef producing countries of the world, the
 
beef industry in Kenya is presently operating with very narrow
 
margins. This is a phenomenawhich is experienced in 
a fairly
 
regular cycle. 
 Now is the time to act with caution and considera
tion. Investments in beef producing units must 5e carefully
 
phased and overhead cost must be reduced to the minimum consistant 
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with sound ranching practices. 
The very closest scrutiny

should be given to proposed investments 
to insure the ability
 
to repay interest, particularly during the early and medium
 
years, without sacrificing capital investments. However,

the beef industry ip Kenya should not be allowed to stagnate

and revert to disorganized and unmanaged production systems.

As a result of the biological nature of its product, the beef
 
industry has a slow response rate. 
 If the industry is allowed
 
to fall into disuse and disrepair during the periods of low
 
economic returns and over supplied markets it cannot respond

quickly to favorable economic conditions. 
 This industry must
 
therefore be maintained in
a healthy and growing (through

perhaps more slowly in lean times) condition if the country and
 
people are to receive real benefits from an economic activity

for which this country is 
so well suited. Kenyan beef has a

role to play in meeting the ever expanding need for more food
 
throughout the world.
 



KENYA 

SECOND LIVESTOCK DEVELOPMENT PROJECT 
- CREDIT 477-KE
 

REVIEW MISSION - FEBRUARY 22 - MARCH 26, 1976 

AGRICULTURAL FINANCE CORPORATION
 

A. AFC - FINANCLAL RESULTS 

1. AFC has during this year started 
to produce its results on a quarterly
 

basis and the figures for the 9 months to December 31, 1975 have been
 

included in the annual statement of accounts 1970-76, in tables 1 to 
4.
 

However, it must be noted that these accounts are internal documents and
 

are 
subject to year end adjustments and audit. 
 As at December 31, 1975
 

AFC is showing a profit of KSh. 1.19m, which is in line with the revised
 

budget. The turnround from the 1974/75 loss is due to a rise in interest
 

being received on the increased protfollo. 
On the basis of the interest
 

received for the nine months, expressed as an annual figure, the increase
 

would amount to 24%. 
 However, if a detailed review of the provision for
 

doubtful debts is made at 
the year end an increase in the provision may
 

be required and at this stage it 
is safest to 
assume that the final results
 

will be closer to a break even situation. 
The financial controller also
 

expresses 
some doubts that the year end position will show a profit in
 

view of the fact that the provision for doubtful debts on ranch loans
 

may have to be increased.
 

2. 
The total AFC agricultural loan portfolio continues to increase. 
The
 

1970 loans were KSh. 17 8 .1m, 1975 were KSh. 3 73.7m. 
The last two years
 

have shown an increase of just over 20% per annum. 
Ranch loans amount
 

to KSh. 57.2m or 15% of the total portfolio. Ranch loans this year have
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shown a slower rate of increase. The annual increase in ranch loans
 

as a percentage of the annual increase in total portfolio for this
 

year is only 17% as against 27%, 67%, 33% an. 
81% for the preceding
 

four years (Table 1).
 

3. 	On the basis of the figures AFC administrative costs do appear to be
 

more under control and on a yearly basis costs in 1975/76 may be only
 

slightly increased (5%) over 1974/75. When measured as 
a percentage
 

of the increased portfolio the increasing percentage from 1970 to 1975
 

has been reversed and there has been a healthy fall from 4.37% in 1975
 

to 	3.6% from 1976; this is, however, still short of the 3.0% recorded
 

in 	1971 (Table 2).
 

4. 	The Ranch division had at March 31, 1975 accumulated losses of KSh. 5.38 m.
 

The rine months accounts shown a profit of KSh. 0.31m, but in view of the
 

remarks on prov!oion for doubtful devts it is questionable if this
 

position will be maintained (see para 1.2). It is possible that the Ranch
 

division will have an unfavorable effer:t 
on AFC's future results because
 

of the likely deterioration of ranches being able to meet their commitments.
 

5. 	The financial analyst, who has recently joined AFC, has made an attempt
 

to project the cash flow situation forward by quarters until March 31, 
1978.
 

However, this document is not supported by profit and loss and balance
 

sheet projections at this stage. They are about to 
start on the preparation
 

of the 1976/77 budget. 
 The cash flow does not take account of arrears or
 

bad debts and is based on the due dates for repayments of capital and
 

interest from beneficiaries. The net result of the forecast is that very
 

large cash surpluses are forecast as from the end of the current
 

financial year, rising in due course to well in 
excess of KSh. 100m.
 

The variance at the end of the third quarter was 11%. 
 In 	view of this
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situation a detailed projection over the next three years should be
 
prepared 
so as to assist AFC management in policy decisions regarding
 

the cash surpluses.
 

6. The accounts for the year ended March 31, 1975 have been audited but
 

still await the approval of the Board.
 

B. FIRST LIVESTOCK PROJECT LOANS
 
7. 	As at December 31, 
1975 the development capital loans approved were
 

KSh. 2 5 .5m, working capital KSh. 33.5m, making a total of KSh. 59 .0m.
 
The amount undrawn was KSh. 20.Om which made the 
amount disbursed
 

KSh. 39.0m. Arrears were KSh. l.5m (Tables 3 and 4). 
 On the surface
 

the arrears position, 4.5% of amounts disbursed, appears satisfactory.
 

However, this does not reflect the true position because only 26% of
 
the amount disbursed has finished the grace period and is now in the
 
repayment period. 
When arrears are measured against the amounts disbursed
 
and due for repayment the percentage increases to 
12.8. 
 On this basis
 

the arrears 
on the different types of loans are Individuals 35.3%,
 

Groups 12.2%, Companies 3.0% and Commercial 7.3% (Table 5).
 
8. 
There are now 69 loans in the repayment period of these 36 
are in arrears
 

(52%). An aged 
arrears schedule was compiled from the records available
 

and this showed that 16% 
of arrears were 0.3 months overdue, 37% 4-6 months
 

overdue and 47% 
9-12 months overdue (see Table 6).
 

9. 	While the total percentage provision for doubtful debts is in line with
 

the actual arrears 
there is reason to be concerned with repayments,
 
especially in the Company and Group sector where the security in :and is
 
of 	little value. 
The companies visited were not in a good financial state
 
(see Appendix 1) and this sector represents half the total amount disbursed.
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C. SECOND LIVESTOCK PROJECT LOANS 

10. Loan Approvals, Disbursement and Investment Costs 
- As at 

February 29, 1976 a total of 10 Commercial ranch loans and 7 Company ranch
 

loans for KSh. 28.0 million were approved and in the disbursement stage.
 

Included in this number 1 Co-1ercial ranch loan and 2 Company ranch loans
 

had not begun disbursement. In addition to those loans which were operative
 

a further 6 Commercial ranch loans, 7 Group ranch loans and 1 Company ranch
 

loan had been approved for KSh. 19.2 million by the loans committee but were
 

not processed through all the legal procedures. The position of approval
 

and disbursement on these loans is summarized as 
follows: (details Tables
 

7 and 8).
 

Loans Approved Development Loans Working Capital Loans Totaland in Process 
 No. Ha. Approved Disbursed Approved Disbursed Approved Disbursed
of Disbursement 1/ 
 Ranches (000) (KSh.'000) (KSh.'000) (KSh.'000)
 

Commercial Ranches 10 46 4,251 5,178 5,334 3,300 9,585 5,478 

Company Ranches 7 168 7,749 3,624 10,657 6,392 18,406 10,016 

Sub-Total 17 214 12,000 5,802 15,991 9,692 27,991 15,494 

Loans in Process 
of Approval 

Commercial Ranches 6 25 5,474 - 4,086 - 9,560 -

Company Ranches 1 1/ 2,000 - 4,000 - 6,000 -

Group Ranches 7 27 1,425 - 2,247 3,672 -

Sub-Total 14 52 8,899 - 10,333 - 19,232 -

Total 31 266 20,899 5L802 26,324 9,692 47,223 -

1/ Galana 303,000 ha - game/catle ranching enterprise. 
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At appraisal it was estimated that 100 Commercial ranches covering
 

350,000 ha involving KSh. 90.0 million investment would require loans;
 

21 Company ranches 588,000 ha KSh. 35.7 million; 60 Group ranches,
 

960,000 ha KSh. 60.0 million; 3 feedlots, KSh. 9.6 million.
 

11. 
 Fifteen months after the 5 years Project became effective,
 

loans have been approved reprcsenting 17% of the number estimated for
 

development at appraisal. 
 The funds committed, KSh. 47.2m represent 25%
 

of the funds estimated at appraisal, excluding price contingencies. AFC
 

has disbursed KSh. 15.4 million by end of February 1976 (8% of funds estimated).
 

The 
total cost per hectare in the appraisal report is calculated at
 

KSh. 98.9. The actual loans approved work out at a cost of KSh. 54.1
 

per hectare. However, the loan approved for Galana Game and Ranching Limited,
 

distorts the figures because of the size of the ranch 
- 607,017 hectares.
 

If this loan is excluded the cost per hectare is then KSh. 155.1, nearly
 

57% above appraisal indicating the increase in costs since appraisal.
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12. In terms of numbers, approval of company and commercial ranch
 

loans have been generally at the rate that might be expected. Because of
 

delays in the Range Planning Teams providing satisfactory Group Ranch plans
 

these have not been up to schedule. Details of loan approvals are as
 

follows:
 

(a) 	8 company ranches or 38% of the company ranches planned for
 

the Pro 4 ect; loan funds committed, KSh. 24.4 million, are
 

70% of funds estimated required at appraisal for all company
 

ranches excluding price contingencies. KSh. 10.0 million
 

has 	been disbursed by AFC. Four of the ranches, Lualenyi,
 

Rukinga, Mugeno and Galana are continuing their development
 

started under the first project while a fifth, B2 Yattas
 

Ranching is a cooperative ranch that received a loan under
 

the first project and should be classified as a commercial
 

ranch. Therefore, only three ranches are new ranches.
 

(b) 	16 commercial ranch loans or 16% of the ranches planned for
 

the 	Project; loan funds committed, KSh. 19.1 million, are
 

21% 	of the funds estimated required for commercial ranches
 

at appraisal excluding price contingencies. KSh. 5.5 million
 

has been disbursed by AFC. Two ranches Ereri and Kikapu and
 

a feedlot, Midas, among these approvals, also received finance
 

under the First Project.
 

(c) 	7 Group ranch loans in Narok or 12% of the ranches planned
 

for the Project; loan funds committed, KSh. 3.7 million, are
 

6% of the funds estimated required for groups at appraisal
 

excluding price contingencies. Although approved the loans
 

have not yet completed all legal procedures and no funds have
 

therefore yet been disbursed.
 



ANNEX 16
 
Page 6
 

(d) No new feedlot loans have been considered although one
 

ongoing feedlot, Midas, financed under the First Project
 

has received a second phase loan for working capital.
 

However, as it 
is an ongoing feedlot it has been classified
 

under the commercial ranch category.
 

13. 
 Company ranch sizes have been roughly as expected while commercials
 

have been a little larger. The 13 new commercial ranches loans under this
 
Project added to the 42 commercial ranch loans given under the First Projec6
 

means a third of the commercial ranching sector is receiving loans from AFC
 
(estimated at 150 ranches in 1958). 
 At 3,820 ha each, the Group ranches are
 

much smaller than expected (16,000 ha).
 

14. 
 Compared with appraisal estimates development loan funds approved
 

per hectare are greater than expected on company ranches reflecting higher
 
costs. 
On groups development loan funds per hectare are 
the same as appraisal
 
and on commercial ranches less than expected at appraisal due in both cases
 
to less development being undertaken. 
 In all three ranch types the working
 
capital requirements are several times that forecast at appraisal due in part
 
to 
the low contribution of the participants in meeting ranch running costs
 
and in the case of ongoing company ranches due to the failure of sal-s to
 
cover operating costs (Tables 9, 10 and 11, 
for analysis of loan expenditures).
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Investment and Loans Per Enterprise and Per Hectare -
KE 477
 

Company 
Excluding Including 

Commercial 
Ranches and 

Groups 

Galana Galana Feedlots 

Average hectares/ranch
Appraisal 
Actual to date 

28,000 (20) 
24,000 ( 7) 

28,000 (21) 
96,870 ( 8) 

3,400 (100) 
4,440 ( 16) 

16,000 (60) 
3,820 ( 7) 

Average total investment/ranch
 
Appraisal total investment
 

(Ksh.'000) 


Appraisal loan estimate
 
(KSh.'000) 


Actual loan (KSh.'000) 


Average development capital/ranch
 
Appraisal total investment
 

(KSh.'000) 

Actual loan (KSh.'000) 


Average working capital/ranch
 
Appraisal total working capital
 

1,662 ( 7) 1/ 1,662 (8) 912 
( 16) 2/1,010
 

1,330 1,330 730 
 808

2,629 ( 7) 3,486 ( 8) 
 1,196 525
 

460 
 460 168 159

1,776 ( 6) 2,093 ( 7) 607 ( 16) 
 321 (7)
 

(KSh.'000) 
 1,202 1,202 744
Actual loan (KSh.'000) 1,549 ( 5) 1,624 ( 6) 
851
 

589 ( 16) 204 (7)
 

Average total capital per hectare
 
Appraisal total investment
 

(KSh.) 
 591/ 268 2/ 63
Appraisal loan estimate
 

(KSh.) 
 48 
 215 
 51
Actual loan (KSh.'000) 109 (155/) 3/  269 137
 

Average development capital per hectare
 
Appraisal total investment
 

(KSh.) 
 43 
 219 53
Actual loan (KSh.'000) 
 46 (66/-) 3/ 
- 137 53 

Average working capital per he(tare
 
Appraisal total investment
 

(KSh.) 
 17 _ 
 49 10
Actual loan (KSh.'000) 63 (89/-) 3/ 84
 - 132 


1/ Includes pre-development breeding herd valued at KSh. 474,000 (at 17/- per ha)
with purchases valued at KSh. 234,000 (8/- per ha).
2/ Includes pre-development breeding herd valued at KSh. 485,000 or KSh. 142/
per ha with purchases valued at KSh. 16/per ha.
3/ 
Includes ranches already receiving loans. 
Figures in brackets give investment
 
costs of new ranches, Ikuki, Giriama and Taru.
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15. 
 There are 3 commercial ranch applications, 1 company ranch and
 

3 group ranches in the pre-loan committee stage.
 

16. Classification of Ranches. 
There is currently some inconsistency on
 
the classification of ranches between Commercial and Company in the Second
 
Livestock Devleopment Project by AFC. 
The Development Credit Agreement states
 
that "Company or cooperative located mainly on range lands in Taita/Taveta,
 

Tana, Kwale, Kilifi and Kitui districts and established on land leased from
 

Government or on land with appropriate title" and that "commercial ranches
 
located in Nakuru, Laikipia, Nyandarua and Machakos districts". Clearly
 

the intention is that new ranches on previously undeveloped land in the
 
coastal area should be classified as company ranches even if they have
 

received a loan under the first phase.
 

17. 
 Arrears of Seond Livestock Project Loans. 
The position on the
 

first phase livestock loans is summarized in para 7. 
On the second phase
 
livestock loan all loans are in the grace period. 
 However, interest payments
 

are due every six months and the total interest accrued at February 29, 1976
 
was KSh. 851,038. 9 of 
the 14 ranches are in arrrzs on their interest payments.
 
18. Reimbursement Claims. 
 The total amount incurrl4 
in Ranch loan disburse

ments, up to December 31, 1975, 
i±s KSh. 14,082,000 and for the technical 

services KSh. 1,567,000. IDA's contributon is 50% of this amount, KSh. 7,775,000, 
of which KSh. 2,048,000 was reimbursed in 1975. AFC submitted to 
the Treasury
 

in late February their reimbursement claim for expenditure up to December 31,
 
1975. 
 This should be forwarded to IDA before the end of March. 
The amount
 
due from USAID is KSh. 1,978,000 and this is to be paid soon. 
Claims for
 
reimbursement will be made in future on a quarterly basis direct to the
 

Treasury.
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D. RANCH VISITS, ACCOUNTS, AND FINANCIAL STATE
 

19. Ranch Visits. Visits were made to four ranches in the Laikipia
 

district and three ranches in the Taita district. In addition discussions
 

were held with the Allied Ranching Company in which seven of the nine
 

members are ranchers in the Taita district. Discussions were held in
 

Mombasa with several ranchers, who are awaiting letters of allotment, and
 

in Nyanhururu with a group of commercial ranchers. A report on visits made
 

to ranches, accounting records of ranches and balance sheets of six ranches
 

are contained in Appendix 1.
 

20. Ranch Accounts. Production of audited accounts by the ranches
 

is generally slow with the exception of the ranches covered by Allied
 

Ranching. Examination was made of the iiles in the Ranch section of AFC of
 

21. In the case of Company ranches, Allied Ranching has produced and
 

implemented with five of its members a simplified accounting system which
 

enables the ranches to produce their own profit and loss account and balance
 

sheet on a monthly basis. The other two members will be implementing this
 

system shortly. It is claimed that the system can be taught in 4 to 8 weeks
 

to ranch accountants with standard VII education and some accounting background.
 

Company ranches will probably rIv on Allied Ranching for some time for
 

financial interpretation of the accounts. The Allied system of accounting is
 

technically sound and has definite possibilities of expansion to other ranches
 

in the program. It produces basic information quickly and keeps them up to
 

date on their progress. The next stage of development of budgets and cash
 

flows is to be implemented shortly.
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22. No examination of ranch accounting records on old established
 
commercial ranches was possible as the only ranch visited in this category
 
did not have records available. 
Also the files examined in the Ranch
 

section of AFC contained no accounts in this category.
 
23. 
 The records of newly owned commercial and cooperative ranches seem
 
to be well kept but the annual accounts are prepared by accountants off the
 
ranch and this leads to long delays. With the exception of the accounts of
 
the B2 Yatta Cooperative Ranches shown in Appendix 1 only old accounts prior
 

to 1973 wEre found to exist on AFC files.
 

24. 
 No accounts were found for Group ranches. 
The Registrar of Group
 
Companies is
aware of the problems. 
Accountants posts for supervision should
 
have been established several years ago, howeveT, the Director of Personnel
 
has only recently approved the posts and staff are now being recruited.
 
Immediate attention should be paid to establishing proper accounting and
 

auditing procedures.
 

25. 
 Serious Financial Position of Company Ranches. 
AFC has a serious
 
problem with loans disbursed to company ranches. 
The state of the company
 
ranches examined is not good. 
Most over the last two years have been losing
 
money because of drought, overstocking, cost increases and low produce prices
 
and now are experiencing extremely difficult cash flow problems. 
AFC is
 
currently faced with a situation of adding to their investment to keep the
 
ranches operative. 
All the Company ranch balance sheets examined show a
 
badly under-capitalized position. 
One ranch visited, Mugeno, has accepted
 
this situation and will soon be holding a meeting when it hopes to persuade
 
its members to increase their equity stake by issue of additional shares to
 
existing members or by introducing new members. 
Unless the profitability
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of these ranches can be improved those ranches that are due to make repay

ments will only be able to do so by selling of some of their livestock.
 

Lualenyl was curr ntly in the position of selling 300 steers to KMC in
 

order to meet their commitments to AFC. 
Balance sheets for Mugeno, Lualenyi,
 

Rukinga and B2 Yatta are reproduced in Appendix 1. The balance sheets of
 

Galana Game and Ranching are produced to show the progress of a ranch which
 

is obviously prospering under good management and a better capital structure.
 

26. 
 Including the First Project, the total amount disbursed to company
 

ranches is KSh. 30m and the security to this investment does not cover this
 

amount. An immediate review must be made of each ranch to devise plans for
 

dealing with the situation on a technical and financial basis. 
A rescheduling
 

of the loan repayments will be inevitable but consideration of this must only
 

be given when the full review and revised plans to keep the company afloat
 

have been drawn up.
 

27. 
 With the current state of the industry it will be very difficult
 

to establish new company ranches in
new areas of Coast Province on a sound
 

financial base without greater equity participation and better returns.
 

Until the financial situation improves consideration of new company ranch
 

loans should therefore be curtailed. In future it should be noted that the
 

untried nature of the ranchland, the erratic rainfall and the inexperience
 

of the new ranchers must mean that only average performance can be expected
 

in early years. It is therefore, important that special attention be paid
 

to cash flows, phased investments and the length of the terms of the loan.
 

There can be no short cuts in consideration of ranch and investment plans
 

as it is wrong that the individual members of these new ranches should be
 

placed at the financial risk they are now facing.
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28. 
 Need to Improve Financial Position of All Ranches. 
In view
 
of the increased costs which have not been accompanied by adequate beef 
price increases it is clear that all ranches under the Project 
aust be
 
under a severe cost price squeeze and AFC and RMD should pay special
 
attention to the financial position of all ranches under the first and
 
second projects. 
Actions that can be taken by ranches to improve their
 

overall trading results can include:
 

(a) Ranches should examine the possibility of increasing their
 
equity stake in order to replace or minimize loan finance.
 

(b) Ranches should examine critically their over head structure
 
to eliminate all possibility of excess costs. 
Items of expen
diture such as directors allowances, travel and entertainment,
 

vehicle expenses and labor should be reviewed.
 
(c) Gre.t restraint on any divident policy in early years should
 

be employed until a sound financial base has been established.
 
(d) Where hunting rights are granted on ranches the income from
 

this source should be maximized.
 
29. Ranchers 20% Investment Contribution. 
In many cases, it is evident
 
that ranchers are not contributing the full 20% investment due to the manner
 
in which the contribution is estimated. 
 The Subsidiary Loan Agreement
 
between IDA and AFC states that "Ranchers and feedlot operators shall be
 
required to contribute a minimum of 20% of their investmnet cost". 
Investment
 
is then further defined as being development and working capital. 
AFC follow
 
this in respect of development loans but not in the case of working capital
 
loans. 
For working capital they fix a ceiling of 80% on the loan with the
 
remaining 20% as a contingency which is at the option of AFC. 
No rancher
 
contribution is required. 
 In the early stages it would appear that ranchers
 
contributions were not shown at the time the loan was being approved.
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Som of the rancher's contributions supplied by AFC for a schedule 

produced in the December supervision report would appear to be overstated. 

30. The main area of concern is in the category of company ranch loans.
 
Frou discussions held in Mombasa 
 with prospective loanees it was stated by
 

AFC that the 20% contribution was taken over the 
life of the loan and not at
 

the point of investments. If this is continued it can only further increase
 

the problems of these new ranches and it is recommended that either the 

loans should be declined or a phased investment program should be drawn up 

to match the ranchers contribution. 
Rancher investment 	should be established
 

by a valuation of assets, excluding value of new leasehold land (20 years
 

and under), less depreciation allowance and loans outstanding. 
This would
 

then lead to uniformity in loan consideration. Equity participation is discussed
 

further for Company ranches (Annex 3 paras 15 and 16) and for Group ranches
 
(Annex 6 paras 31 and 72) where it is concluded that the minimum 20% should be
 
raised to 30% and in the case of Company ranches a higher rate would be more
 
prudent even if it 	means stowing development of a ranch.
 
31. Taxation. Taxation is a major problem on new company and other new
 

commercial ranching enterprises using large proportion of loan money. 
Payment
 

of tax often causes cash flow problems and on ranches when there are large
 
numbers of relatively poor shareholders, such as in cooperative 
ranches;
 
taxation can take a relatively large proportion of their income and because
 
net returns are not as great as under the communal badly managed traditional
 
system, could encourage the break up of large holdings into small individual
 
units owned by the same individuals who would not have to pay tax. 
A note on
 
taxation is included in Appendix 2.
 

E. 	AFC LOAN PROCEDURES, CREDIT CONTROL AND ORGANIZATION 
AND TRAINING 

Loan Procedures
 

32. 
 The Loan procedures are comprehensive and the majority of the 

information that is supposed to be supplied is usually made available 

(details of Loan procedures is shown in Appendix 3). Some of the areas which 

will require attention are:
 



ANNEX 16 
Page 14 

(a) More insistence should be made on beneficiaries producing
 

up to date audited accounts, tax returns, etc. to help in
 

establishing "ieoverall financial position of the
 

applicant.
 

(b) The investment plan should always be drawn up on the most up
 

to date information available.
 

(c) More note should be taken on the ranchers 20% investment
 

contribution and standardized procedures should be drawn up
 

to provide uniformity in interpretation. This is discussed
 

more fully in para 7.
 

(d) Closest cooperation must be forged with Government departments,
 

in particular Range Management Division, if the best results are to
 

be obtained for the beneflciaries. The lack of cooperation
 

between the parties weakens the examination of loan requests
 

and mistakes that may result will always accrue to the
 

financial detriment of the loan applicant.
 

In discussions with the new company ranches there were indications that the
 

full financial implications of taking a loan to develop had not been
 

sufficiently explained. These discussions should emphasize such points as
 

equity participation and dividend policies.
 

Credit Control and Collection
 

33. The Accounts and Computer departments supply the following
 

information for credit control:
 

(a) Large scale loans - A listing by branches of all accounts
 

in arrears is produced quarterly, on request from credit
 

control, but apparently it is not usually available until
 

two months after the end of the quarter.
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(b) Small scale loans - Full computer print out by account
 

produced monthly and is usually available about six
 

weeks after the end of the month.
 

(c) Ranch loans  there does not appear to be any regular
 

list issued.
 

(d) Aged arrears - None of the listings provided give the
 

ageing of debts. However, a summary by branches is produced
 

for the IDA credit loans (105-KE and 344-KE) on a quarterly
 

basis. This however does not individually list the accounts.
 

The September 30, 1975 listing showed on the first IDA loan
 

(105-KE) to have arrears 
of KSh. 5.9m of which 49.2% were
 

more than twelve months old.
 

34. 
 The Credit Control Department is currently staffed by a credit
 

controller, 1 accounts clerk, 1 general clerk and 2 secretaries. The
 

Department is responsible for all loanee accounts, but it would appear that
 

it is only able to handle adequately large scale farm loans due to their
 

limited staff. 
This they do by writing to the Branch Manager with details
 

of approximately the top ten outstanding accounts in each branch, and the
 

Branch Manager reporting to Head Office within two weeks of progress. 
Small
 

scale loans are handled directly by the Branch Manager. -
Ranch loans are
 

currently handled by the ranch accountant, who is situated in the general
 

accounts section, and the branch manager. 
There are no formal procedures
 

for ranch loans. All collection procedures are backed up by a sound fore

closure system.
 

35. A reorganization plan was submitted by the Credit Control Depart
ment in January 1976, as part of the reorganization of AFC, and this requests
 

an expansion of the department to twelve to cover the full list of AFC loans
 

CAppendix 4),
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36. Undoubtedly a lot of effort is put in by individual employees
 

of APC but modificationsand additions to staff and procedures could lead
 

to improved performance. 
Such actions might include:
 

(a) Increase in level of staffing in credit control.
 

(b) Investigations be made to try and improve the time factor for
 

producing of current information on arrears.
 

(c) Investigations be implemented to examine the possibility of
 

producing the aging of arrears information by individual
 

accounts.
 

(d) Investigations be implemented to examine the possibtlity of
 

producing consolidated infromation of a loan account. For
 

example Machakos Ranching was in arrears on a tractor loan
 

but unknown to the credit Controller they were also in
arrears
 

on interest on the second phase livestock loan.
 

(e) Ranch loan control responsibility be placed with the Credit
 

Control Department as soon as 
staff are available.
 

(f) Aged arrears statistics and control information on ranch
 

loans be made available as laid out 
in annexes and this
 

information took less than a morning's work to produce.
 

(g) A review of the loans under phase one livestock loan be
 

conducted as soon as possible to decide action to be taken
 

with each beneficiary. 
Procedures should be formalized and
 

action taken should be written and placed in beneficiary
 

files for future use.
 

(h) A detailed review be carried out at March 31, 1976 to examine
 

the adequacy of the provision.
 

37. In discussion with various people within AFC it became evident
 

that political pressures did impede at times the progress of credit collection.
 
The effect of this was impossible to judge,
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AFC Organization and Training 

38. 
 AFC is currently in the process of a reorganization and the
 
proposed organization chart with ranch loans department and credit control
 

department charts are included in Appendix 4 and 5. If the credit control orga
nization is approved then with the increased staffing some progress may be
 

able to be made, even if the ideal support information is not readily
 

available.
 

39. 
 The Ranch Department currently has four of the five posts filled

filled but it is possible that group loans processing officer may be
 
leaving. Functions and responsibilities are qiven in Appendix 6. 
It is
 
imperative for the continued operation of the Ranch Department that the
 
department be at full strength as soon as possible. 
The Ranch Department

should ensure 
that the files are brought up to date and kept up to 
date with
 

the audited accounts of the ranches. 
When the accounts are received they
 

should be sent with comments of the state of the loan and any other pertinent
 

points to the AFC Financial Controller, who should make his comments and
 
action to be taken. All accounts should be kept on 
the herd register files
 

in the Ranch Department. 
The Ranch Loan Agreement requires the beneficiary
 

to produce annually audited accounts.
 

40. 
 It would be advantageous if the top staff within AFC Ranch Depart

ment were given a short course on financial analysis and interpretation.
 

The head of training in AFC should investigate possible courses 
- (IBRD/EDI
 

Courses).
 

41. Discussions should be held with the "Kenya Institute of Management"
 
or similar type organizations to see what assistance can be given towards the
 
training of ranch personnel and support staff in the basic understandings of
 
accounting interpretation and management.
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42. Consideration should be given by AFC to the better use of its
 
manpower. 
 The corporation has grown considerably over the years and
 
there is a further need in
for development the field of job descriptions,
 
grad.ng and 
 the defining of lines of responsibility. Some confusion on
 
job responsibility 
was found to exist. Systems of motivation and job

definition and 
grading such as that operated by HAY MSL might be appropriate.

It is understood 
 that USAID will be providing shortly three experts in the 
fields of credit, finance and data processing. 
 This should then enable AFC
 
to investigate these crucial areas of the Corporation's operation and there
fore hopefully resolve 
some of the underlying problems which are hampering
 
an expanding business 
concern. 

Revised Costs of the Ranch Division TechnicalS1rvices.
 
Costs of Project Technical Services are estimated to increase from
KSh.5.9 million to KSh.6.2 million over the period of the project (Table 12)
Conclusions and Recommendations (Including replies to queries raised in
 

correspondence with RMEA).
 

1. 
 Ranch loans are becoming a significant proportion of AFCs loan

portfolio and could have a markedly unfavourable effect 
on AFCs future financial
 
position if the recent unprofitability of the ranching sector continues.
 
2. 
 The mission strongly supports the maintenance of AFC as 
a strong

financial institution and the changing of interest rates which, providing the

Corporation is run efficiently will maintain it in that way. 
It does not
 
support the lowering of interest rates or lengthening of loan periods to
 
support an industry whose prices are naturally or artificially depressed;
 
In such circumstances AFC should not lend (Permanent Secretary of
 
Agriculture (PSA) letter of 4th February to RMEA refers).
 

.. 
 No more loans should be made to new company ranches in the coast
 
area until an improvement is evident in the financial prospects of this sector. 
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3. 
 AFC should only lend to the ranching sector while prices are
 

favorable to the ranches concerned.
 

4. At this stage with so many uncertainties the mission does not
 

support the proposal to widen the geographical distribution of project loans
 

beyond that stipulated in Schedule 2 of the Development Credit Agreement (PSA
 

letter of 4th February to RNEA refers).
 

5. 
 The mission's recommendations will reduce the amount (ifloan funds
 

to be lent by AFC. 
There will also be an effect on AFC cash flow from the
 

lengthening of the repayment period on the majority of development loans.
 

Because of the discussions to be held on these recommendations the mission
 

has not done a cash Flow table to see the effect these will have on the
 

profitability of the Ranch Division. 
This, however, will require to be done as
 

soon as the amounts to be loaned are agreed. 
 The effect on the staffing
 

level of the section will need to be assessed. Loan repayments to Treasury
 

will also have to 
be revised and rather than use a fixed repayment schedule
 

as in the case of 129 KF the repayment schedule should be related to the
 

actual drawdown from the Treasury by AFC. Repayments would be made over 20
 

years from the drawdown date according to DCA Section 3.02.
 

6. Loan Procedures. 
 A more searching investigation should be made
 

of the financial position of loanee applicants and greater insistence should
 

be placed on the production of audited accounts and tax returns. 
Ranchers
 

should contribute at least 30%. 
 Loans should be geared to what he can afford 
-


preferably 50% 
even though it will mea:, a phased investment over a long period.
 

Standardized procedures should be drawn up and followed for determining the
 

ranchers minimum 30' investment contribution. The mission ranch cash flows
 

give some indication of how this might be done. 
Loan repayment periods must
 

be based on the ability to repay from projected profits. Loans should not
 

automatically benefit from the maximum period. 
This could be a topic for
 

future supervision missions.
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7. 
 The mission is reluctant to lay down the number of shareholderc a
 

ranch should have before it qualifies for a loan since the circumstances vary
 

so greatly. 
The mission prefers to rely on the spirit of the agreement. It
 

knows that Kenya's established commercial ranching sector ranches may have
 

from 1 to 5,000 members. Naturally, it would seem wise from Kenya's viewpoint
 

to use 
IDA funds for ranches that find it difficult to get credit from an
 

alternative source although there is no 
stipulation about this. 
The Coast
 

ranches are somewhat different. It is understood that this is mainly unoccupied
 

land. Such land is 
scarce and it is understood that it is intended that the
 

maximum number of people should be allowed to 
take advantage of it. For
 

that reason, it is expected that "a company ranch will have at least 50 share

holders." 
 (PSA letter of 4th February to RMEA).
 

8. Considerable progress has been made in resolving differences in
 

responsibilities between AFC and RMD. 
Further meetings should be held to
 

resolve any outstanding problems. 
RMD must understand AFC staff responsi

bilities to its corporation and accept that there will be some overlapping
 

in duties. 
 However, it should be possible to develop a good and workable
 

complementary work program for the development of project ranches both
 

at Headquarters and field levels.
 

9. 
 AFC and RMD have gone some way to defining their ranch planning
 
and loan procedures. Further meetings should be held to produce a single
 

operation from which will prevenc duplication of work. Applications and plans should
 

be left as simple as possible.
 

10. 
 At the time of loan approval, AFC an% RMD should acquire a detailed
 

program of follow up on the recipients voucher which each agency will undertake.
 

11. 
 WhIlc AFC has some expertise in cattle purchasing which some
 

ranchers lack, the practice of the 
lender acting as broker is not
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subsidiary and should only be resorted to in exceptional circumstances. 

12. Ranch accounting - AFC should involve themselves more in establish

ing good accounting practices the ranches and should follow upon they more 

closely the production of audited accounts. 
The Allied Ranching system of
 

accounts should be investigated further to 
see whether it might be possible
 

to install the system at other ranches. PMD should 
 associate themselves
 

with the attainment of these objectives.
 

13. AFC should review the investment plans, financial accounts and
 

budgets of ranches on a regular basis, not less than once a year, and
 

insist on sound cattle and pasture management plans being carried out.
 

14. Credit Control. Responsibility for credit control of all ranch
 

loans should be vested in the Credit Control department and they be staffed
 

accordingly to deal with the growing problem of arrears. 
An immediate
 

review should be conducted of first phase loans to establish the position and
 

action to be taken. Procedures should be formalized and action and comments
 

recorded.
 

15. Investigations should be implemented to find ways of improving
 

the quality and flow of information of loanee accounts.
 

16. 
 AFC ranch department staff should be brought up to full strength
 

and all the top five personnel should receive courses on financial analysis
 

and related matters.
 

17. A manpower study incorporating job motivation, definition and
 

grading should be carried out.
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KENYA 

SECOND LIVESTOCK DEVELOPMENT PROJECT - CREDIT 477-KE 

REVIEW MISSION - FEBRUARY 22 - MARCH 26. 1976
 

Ranch Visits and Accounts
 

1. Visits: 
 Visits were made to four ranches in the Laikipia
District and three ranches in the Taita District. In addition discussions were held with Allied Ranching Company, which has out its
nine members seven ranches in the Taita District and with commercial

ranches in Nyahururu.
 

2. 
 The ranches visited with comments on accounting are as follows:
 

Jessel Ranching Company 
 - Nobody present so no examination
(Commercial Ranch Laikipia) 
 could be made.
01' Maisor 
 - Family company. All information
(Commercial Ranch-Laikipia) 
 kept in haphazard manner, no
 
records available.
Kikapu Farmers Cooperative - Baaic books well kept and up to
Society, Ltd. 
 date but the accounts are compiled
 
off the ranch so no real knowledge

of current situation. Latest
 
Blanace Sheet available at Ranch
 
was 1971. However, led to under
stand that 1974 Balance Sheet had
 
been prepared by Accountants and
awaited their collection.
Maai Mahiu Co. Ltd. 
 - Basic books kept at ranch and
(Commercial Ranch-Laikipia) 
 trial balance produced. Final
 
accounts prepared off the ranch.
 
No accounts at Ranch office were
available for inspection. Current
 
financial situation not known.
Lualenyl Ranching Co. 
 - Currently in progress of up dating
(Company Ranch-Taita District) 
 on books written up to March 31,
 
1975. Audited accounts for 1974
 
available for review.
Mugeno Ranching Co. 
 - Operating on Allied Ranching
(Company Ranch-Taita District) 
 Company accounting system and
 
records up to date. 
December 31,

1975 accounts (unaudited) were
 
available for review together with

budget for 1976. 
Manager had a

good understanding of financial
 
position.
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Rukinga Ranching Co. 
 - Currently changing to Allied

(Company Ranch-Taita District) 
 Ranching Company accounting
 

system. 
June 30, 1974 audited
 
accounts available for inspection.
 
1975 accounts were with the
 
accountants in Nairobi. 
Manager

had no detailed knowledge of
 
financial position.
 

Allied Ranching Company Accounting System
 

3. 
 The Allied Ranching accounting system is simple and can be operated
by ranch accountants with a basis of standard VII education and some accounting background. It 
is claimed that it has been possible to train up ranch
accountaats 
in the operation of the system within a period of 4 to 8 weeks.
The system allows for the presentation of profit and loss account and balance
sheet withiA days after the closing of the transaction for the month. 
The
system also takes account of debtors and creditors and therefore very little
year end adjustment is required. 
 Five of the seven ranches who are members

of the company are already up to date,
 

4. It 
is claimed that the ranch accountants are able to advise the
management of variations in figures, but the real financial advice is still
vested in Allied Ranching. 
The use of the figures is obviously fundamental
in the progress of the ranch and these must remain considerable doubt that
this will be forthcoming from the ranch accountant for a long time to come.
 

5. Allied Ranching stated that 
'The Kenya Institute of Management' is
prepared to visit to Taita District to gi-. 
their assistance to the ranch
Directors and Managers in the basic understanding of management principles.
This undoubtedly can only help in the progress of these ranches.
 

6. 
 Development is taking place in the preparation of budgets but as
yet no attempt has been made with cash flow projections.
 

7. 
 The system is technically very sound and has obvious potential for
expansion. If it were possible to expand this to other ranches it would be
to their advantage. 
Allied Ranching does not currently have the resources
or time to 
implement this outside their members or an individual basis.
However, if there were enough ranches prepared to participate it would
certainly be worth investigating. 
Allied Ranching claim a 50% reduction in
outside accounting changes but against this must bc offset a charge of
KSh. 20,000 per annum as their service charge - no doubt it would be higher
for non members and there would be a consultancy charge for implementation.
 

AFC Files
 

8. 
 AFC's files on ranch accounts is very badly in arrears on current
information. Examination was made of the files in the Ranch section of 17
ranch loans which are operative under the second phase livestock development
project. 
Eleven of the files contained no ranch accounts, one contained
1972 as the latest accounts, one contained 1973, three contained 1974 and one

contained 1975.
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9. 
 Every effort must be made to improve the situation for collecting
the required information to monitor the financial position of the ranches.
When 	accounts are received they must be studied and interpreted so that AFCcan 	take appropriate action on their loans. 
 The 	financial controller has
stated that he has requested Ranch section to provide him with accounts of
ranches but he does not receive them. 
In the reorganization this function
will 	be the responsibility of the loans servicing section.
 
10. 	 A summary of accounts for six ranching enterprises follows:
 

Table 1 - Galana - A Coast Company Ranch showing the value of a better
 
financial structure and a phased development program.
 

Table 2 - Lualenyi 
- A Coast Company Ranch
 
3 - Rukinga 
- A Coast Company Ranch
 
4 - Mugeno - A Coast Company Ranch
 

All these ranc'"es have a poor capital structure and are in financial
 
difficulties,
 

Table 5 
- Kanyanyoni and Katoteni Ranching Cooperatives in Kitui 
- demonstrating that a sounder capital structure can be built by 
 multi
member cooperatives(or Companies.
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ANNEX 16 
AzDendix 1 
Table 2 

SECOND LIVESTOCK DEVELOPMENT PROJECT - CREDIT 477-KE 

REVIEW MISSION - FEBRUARY 22 - MARCH 26, 1976 

LUALENYI Ranching Co. Ltd. 

Balance Sheet as at December 31, 1975 

1972 1973 1974 

Share Capital 
Issued and Fully Paid 
Accumulated Profits/(Loss) 

90,720 
71,023 

90,720 
225,526 

132,960 
(63,852) 

AFC Loan 

161,743 

492,837 

316,246 

1,501,409 

69,108 

3,560,394 

Fixed Assets 
Survey Fees 

Current Assets 
Livestock 
Tax Refund Due 
Debtors & Deposits 
Loans to Shareholders 
Cash 

691,589 
32,196 
4,072 

1,272 

654,580 

277,257 

1,668,988 
16,882 
27,828 

143,197 

12817j655 

254,240 
70,834 

3,349,754 
16,882 
190,853 
77,750 
18,777 

3,629,502 

564,722 
58,333 

729,129 1,856,895 3,654,016 

Current Liabilities 
Creditors 
Bank Overdraft 
Taxation 
Divident Provision 

(277,117) 
C24,377) 
(54,488) 373,147 

4,176 

(184,322) 

(179,992)1,492,581 

-

(247,077) 

(179,992) 
(220,500) 3,006,447 

-

654.580 1 817 655 3,629,502 
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KENYA 


SECOND LIVESTOCK DEVELOPMENT PROJECT 
- CREDIT 477-KE
 

REVIEW MISSION - FEBRUARY 22 - MARCH 26, 1976
 

MGENO Ranching
 

Balance Sheet as at December 31, 1975
 

1972 
 1973 
 1974
 

Share Capital

Issued 7 Capital Reserve 149,225 
 168,665
Accumulated (Loss) 192,915


(193,526) 
 (479.034) 
 (1,002,505)
 

(44,301) (310,369) 
 (809,590)
 
Loan AFC 
 1,005,042 
 2,789,254 
 3,725,380
 

960,741 2,478,885 2,915,790
 
Fixed Assets 
 353,754 
 535,212 
 678,416
Sharehold in other Co. 


20,322

Share Assets
 
Livestock 
 573,390 
 1,954,900 
 1,909,150
Other Debtors 
 5,354 
 218,883
Cash 49,393 _203,072 103801
 

622,783 
 2,163,326 
 2,231,834
 
Current Liabilities 
 _17,284 
 605,499_ 221_141 1,942,185 .16270 
 2,215,564
 

Preliminary Expenses 
 1,48& 1,488 I1488
 

960,741 
 2,478,88 2915790
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KENYA
 

SECOND LIVESTOCK DEVELOPMENT PROJECT - CREDIT 477-KE
 

Taxation
 

1. Companies currently pay corporation tax on the adjusted profit

for tax.purposes at a rate of 45%.
 

2. Adjusted profit for tax purposes specifically excludes depre
ciation charged in the accounts. In its place capital allowances are
 
given as follows: 

Tractors, combine harvesters, heavy earch moving 
equipment and such other heavy self-propelling 
machines - 37% 

Other heavy self-propelling machines - 25% 

All other machinery, including ships - 12% 

The percentage is based initially on cost and then on the reducing balance.
 
Balancing deductions and charges are made in the year in which the item is
 
disposed of.
 

3. Private Limited Companies (Controlled Companies - usually family

businesses) are subject to further rules on retention and distribution of
 
profits.
 

Profit 
 100%
 

Corporation Tax 45%
 

Balance Available 55%
 

Maximum Retention (55%) 30.35%
 

Minimum Dividend that must be
 
declared 24.25%
 

4. There is a special provision for exemption of Cooperative Societies
 
where the following condition can be fulfilled.
 

"The income of a cooperative society registered under the

Cooperative Societies Act derived solely from selling on behalf
 
of its members agricultural produce, dairy produce, the products

of animal husbandry, handici.fts or fish of which the me_ ers of
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the society are the prime producers if the gross income (sales
before deduction of any expenditure) of such cooperative

society when divided by the number of its members does not
 
exceed KSh. 3,000."
 

This exemption would only apply to smaller cooperatives and would be
unlikely to exempt any of the cooperative ranches. 
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SECOND LIVESTOCK DEVELOPMENT PROJECT - CREDIT 477-KE 

REVIEW MISSION - FEBRUARY 22 - MARCH 26, 1976 

Loan Procedure
 

1. The ranch initially approaches the local Branch office with its
 
request.
 

2. An application form is sold to the applicant (cost KSh. 10).
 

3. 
 The Branch Manager then assists the applicant in completing

the loan application form. 
At this point in time the Branch Manager may

make his field inspection.
 

4. 
 The loan application form is then forwarded to the District Range
Officer (RMD) for the completion of the ranch plan by that division.
 

5. 
 If problems of finance or doubts concerning the application it is
quite probable that a representative from the AFC head office will attend
 
the field visit.
 

6. 
 When this stage is completed the loan application form and ranch
plan are forwarded to the AFC head office. 
 Other information to accompany

this is:
 

-
 Memorandum and Articles of Association/Company
 
- List of shareholders/members
 
- List of directors
 
- Minutes of last meeting
 
- Resolution to borrow from AFC
 
-
 Authority to borrow if a cooperative
 
-
 Management if by agent, copy of management agreement

- Management if by employed manager mention of auditors
 

and secretaries
 
- Ranch plan, development program and ranch layout
 
-
 Loan amount required breakdown by items of expenditure
 
- Security offered, document proof
 
- Any financial projections
 
- Latest balance sheet
 
- Latest land register
 
- Ranch inventory
 
- Financial commitments and mortgages
 

7. At the time of application form, ranch plan and other information
being forwarded to AFC head office, the District Range Officer forwards the
Ranch Plan to RED at Ministry of Agriculture for clearance.
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8. The loans processing officer in AFC head office examines and

clears all outstanding points with Branch Manager and RND. 
When he is
satisfied this is then passed to the Head of Ranch Division.
 

9. The investment plon is now prepared and a report is prepared

for the loans committee.
 

10. The format of the report has been standardized and contains
 
the following:
 

- Organization structure
 
- Structure formation
 
- Location
 
- The Sponsors
 
- Shareholders/ownership
 
- Directors and management
 
- Technical aspects
 
- Acreage and carrying capacity
 
- Ranch planning
 
- Costs and Income projections
 
- Costs, fixed, variable, income
 
- Financial Analysis
 
- Investment Structure
 
- AFC Investment Development and working capital 
- Financial Structure 
- Break Even Sales Analysis 
- Income Statement Analysis 
- Cash Flow Analysis
 
- Discounted Cash Flow Analysis
 
- Debt/Equity Ratio
 
- Conclusions and Recommendations
 

This is then forwarded to the Loans Committee.
 

11. 
 If approval is given, it is then forwarded to the Legal Section
who follow up on all conditions of the loan and complete the legal forma
lities and the loan agreement.
 

12. The loan paper are then signed by the General Manager and
 
Chairman.
 

13. The final stage is that the Legal Section issue a form to state
 
that the loan can become operative.
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ANNEX 16
 

KENYA 
SECOND LIVESTOCK DEVELOPMENT PROJECT - CREDIT 477-KE 

REVIEW MISSION - FEBRUARY 22 - MARCH 26, 1976 

Ranch Department 

Head
 
Ranch Department
 

Loans Processing Section 
 Loans Serving Section
 
Loans Processing 
 Loans ProcessingP 
Loans Supervision
 

Other Types 
 Group Type 
 and Servicing 
 Records
 

Head:
1. Ranch Department 
-
The Head of the Department would hay, to be
 
preferably a graduate from a recognized university with a post graduate in range
 
management and with or a minimum of 5 years experience in credit administration.
 

He should be conversant with:
 

- Credit procedures and policies.
 

-
 Economic policy formulation and analysis.
 

- Institutional studies and translation of contractual
 
agreements.
 

-
 Livestock development inputs and requirements.
 

- Project analysis and evaluation.
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2. Job Description - He will be responsible to the Assistant
 

General Manager (Loans Division) for the general conduct of all aspects
 

of the Livestock Development Project credits.
 

3. 
 He will coordinate, liaise and work with other Departments (AFC),
 

the Government of Kenya Departments, and credit donor agencies such as IDA,
 

USAID, etc.
 

3. Loans Processing Section - Loans Processing Officer (other than
 

Group Ranch) -
A.Senior Loans Officer preferably a graduate inAgriculture
 

from a recognized University with a minimum of 3 years experience of
 

relevant field experience, or a diploma in range management w~th a 
minimum
 

of 5 years experience in credit administration. 
He should be conversant with:
 

- Credi. procedures and policies.
 

- Economic policy formulation and analysis.
 

-
 Livestock development inputs and requirements.
 

-
 Project analysis and evaluation.
 

4. To avoid overstaffing in Head Office this section will be headed
 

by head of Ranch Department.
 

5. Job Description - He will be responsible to the Head of Ranch
 

Department for the processing of all new loans, except for the group and
 

individual ranches in group ranches areas. 
 He will be responsible to the
 

Head of Ranch Department for keeping the project commitments on schedule
 

in accordance with the Project Agreements with other agencies involved.
 

6. Loans Processing Officer (Group Ranch) -
A Senior Loans Officer
 

preferably a graduate in Agriculture (Animal Production, or Agricultural
 

economics) with a minimum of 3 years experience in group ranch program or
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a diploma in range management with a minimum of 5 years in group ranch
 
program. 
He should be very conversant with credit procedures and policies.
 

He should have good training in livestock techniques and animal production.
 

He should have good industrial relations background.
 

7. Job Description -
He will be responsible to the Head of Ranch
 

Department for all group ranch aspects of the Livestock Development P"nject.
 

He will be responsible to the Head of Ranch Department for all individual
 

ranch aspects in the group ranch areas of the Livestock Development Project.
 

8. Loans Servicing Section -
Loans Servicing Officer 
- A Senior
 

Loans Officer preferably a graduate in Agriculture (Animal Production) from
 

a recognized University with a minimum of 3 years experience with Kenya's
 

rangeland development program; 
or a diploma in rangeland management with a
 
minimum of 5 years experience in Credit Administration. In addition,he
 

should be conversant with:
 

- Credit procedures and policies.
 

-
Formation and translation of contractual agreements.
 

He should have good training in livestock techniques and animal production
 

and 
 he should have good industrial relations background.
 

9. Job Description - Responsible to the Head of Ranch Department for
 
the supervision of the on-going company, cooperative and commercial ranch
 

loans. 
He will be responsible for the field extension services to the
 

on-going company, cooperative and commercial ranch loans.
 

Loans Records Officer 10. A Loans Officer, preferably a diploma in
 

Agriculture with a minimum of 3 years fild experience in Credit Adminis

tration. 
He should be conversant with livestock development inputs and
 

requirements. 
He should be very conversant with Credit procedures and
 
policies, and with statistical accounting and bookkeeping.
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11. Job Description - He will be responsible to the Head of Ranch
 

Department for company, cooperative, commercial and group ranches loans
 

disbursements; checking the authencity of the documents and passing them
 

for payments. 
He will be responsible for all data collections, recording
 

and processing in Computer Section. 
He will be responsible for all data
 

collections, recording and processing of invoices, advances, reimbursements,
 

quarterly reports, etc., 
as required by Departments recording system and by
 

the agreements with donor agencies.
 

12. Secretarial Services:
 

(a) Secretary/Stenographer -
A very good secretary to be in
 

charge of all Secretarial Services of the Department;
 

(b) Clerk/Copy Typist -
To assist with special clerical and
 

secretarial duties such as data extraction, copy typing
 

and filing.
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* ~ ~ *.-.Agricultural Fiance Corporatin Thea..&I Zzpeudituree 197041975 ... ~ ~ *~. 

197171 3.72 1973 1974 1.975 Dec. 31,1975~
 (Unaudited)~v< 

Iirest-receivb Ci 


rnterest receivable IDA UI477-iEZ - 0.03 .51 


~- L -723691 1-.7 .5.36 16.52 189 7 
1.27 2.0 3G4 2.87
Agency comissions receivable 1.05 1.10 1.64~ 2.34 2.07 3.10 2,25
Operating income. 
 0.91 1.00 1.31 1.22 1.08 1.57 1.02
 

Sub-Total 14.65 15.23 18.63 20.69 21.67 26.71 23.70 

Profit on sale of assets 0.05 0.12 0.18 .18 .9 '9Bad debts recovered and written 

back -. 0.0 - 2.86 .10 -

Gross Income -14.71 15.55 18.63 20.871 .24.71 27.00 23.89 

MIPENSES PAID 

Interest paid (others) 7.45 7.83 -'8,27 8.63 8.98 9.68 7.78Interest paid IDA 129-11/477-UE N/A .. 03 .7 .53 .97 1,37 01i42
 
Staff mnd board expenses (othera) 4.56 4.24 5.53 6.97 6.95 8.27) 7.99Staff and board IDA 129-11/477-XE V/A 0.42 - .57 -. 17 .43 .48 .47 
Miscellaneous operating expenses

(others) 1,05-0.82 1.20 1.52 2.51 4.21 1.75
Miscellaneous operating epenses r-.-i " 

IDA 129-KE .N/A .04 .04 .05 .17 .21 .20 
.',, 

Depreciation (others 0.28 .040 - .64 . -. 74 .81 1.04 .77: 
- ,- - + ++++ ++ +i+>;Depreciation IDA 129-11/477-U - .03 + +++- .4-4n4 

-4 
I!++++,+++++++i +:v++++++++ S+: - .034t .02 .03 .06 .{ 04 -s-.:~4 

-+? ++++ +'+i;. !+,+IP'.-.-yt +- -+k +++ + .. : ++ + + ++++++"++ +; 
-- - -i ;+;+-.7++ +'7+,I+-4 +7- - ,--.--+-.-+---'t - -t- T+Provision for bad and doubtful
 +;+ +l?++#.+ + 

debts (others) 3.79 2.24 2.57 2,16 
 1.96 1.48
 
Provision for bad and doubtful ,1 

.5 -- debts IDA 129-11/477-U , -- - -++
 

mount written off 1.0i 

' .U .22 - .56 2.79 2,38 - 0.81 '-'-

.06 '- .05 .60 -K00) 
.... .... .........: .. . "+ . .. . + l +++:i i ++ +
Cross Expenses 17.91 16.39 19.30 -21.35 23.59 30.26 22.70 ~. . 

Net Income (or Loss) . (3.20) (0.84) .- (0.67)- (0.48) 1.12 (3.26) 1.1 

Prof it/(Los) for 129/477-UM included ., (2.26) (1.28) 0.31
Administrative costs as percentage '~: 

of total assets - 2.51 2.51 3.01 3.25% 3.39%-3861 3.46%1/.. 
-Administrative costs a~j percentage 
- J of total loan portfolio .3.22 .. 3.01. 3.71 

.

. 3.82% 4.042 4,37%'~ 3.62Z1/ 

1/ Administrative costs pro-rata for a full year basis. *~ ' " 

Source: AFC figures and financial reports. .'; . .- > 

A f . Q : 
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! wMet# 190-5 adDcme 11975 Uadtd 

191~ 97 1975,4~~97 

L~~1oans '&"rvowed 129-n1 

Develomen 
 2.82 7,48k 24,09,~ 23.79/ 23.41 ~ 25.52~ 
Worin Cpt.a~ 7.72 ~14.23 31.24 36.99 ~'36.89 ~33.50 

10.54 21,7 5533 L 6.78 ~60.30 9.02Least NIotyet dran '-<a76 10a.69K&34.18 31.47 19.30 1.9 

* ~ 1,78 11r~i,02 ;~115T 29,31~ 41.00~ V90Addt Accrued intees 
 .0 .70 5246 .62: 2.817 


11 1..8 21.77' 30.01 ~43.28 ~42.73
 
Loans approved 477-a1 1.81 31.48 21,77 30.01 ~4.8 -Development - 43.28 

Wrking Capital - -2842 8 16.95 

*L.1 27.144 jLoss: Not yet drawn -R 13.68
 

Add: Accrued interest 5.22 13.46 *

arrers 0.60
Less: Provision for doubtful debts .11 1.33 .89 3.68 6,0 ' 0.3; 
'' 

1,7n 11.15 20.88 26.33 42.44 14.43 '> 

Fr SES.07 05 05CnMASSETS.0 .05 .07 68 h
 

Debtors 
 - 01 .02 .6 .04 .19'
L vestcIk on hand (inves.t.t) - - .09 '.S0 - 12.00Bank balances ' 39 1.67 3.14 2.50 335_ .4,
 

Sub-Total assets 0.9 .68 
'

3.25 6.38 7 13.02 


TOTALASSETS 2.16 12.88 24.18 45.9532.78 63.31 
CtIIRRENTLIABILITIES 

Accrued interest on capital .03 .19 141 .17 
 .24 2 1.28 "2-V 
222-Creditors and accrued charges .:09 _.062 .12 .11 .05 2 054 ' ~ 2'22 

.12 .25 J53 .28 .29 2 1~82' 

2 .04 12.63 223.63 32.50 45.66 ~'61.49 -22/ 2 222~ 

FINANCED B?: 2222 2.2 ~ *2 ,2242 ~ 
22 ' Redeemable loans 1294 U 2.20 9.48 224.43 35.97 . 37.69 ~2 49.92, 

222 ~477-.U - -  2 2 12.56 2.16.65/ 2222222Advances by AFC 


- 1.10 4.93 1.06~ .63 '.79 *' 
3.30 14.41' 25.49 36.60 ,S1.04,~ 66.57 ' 

222 Carried forward for. (.67) (1.26) (1.78)~ (1.84) ~4l)' 53) 
2- Iev Ler.5f 22 .06) (2.26) 1, l28) 20.30 

'.20 

--- -- 122--- 23.65 2 32.50. ;\'5.662 61.49 P 

Surce:
------- AFC figures andfinsocial1 reports. i2~" 222222- - - - -

2222 222 222 222 2 2 2 2 4 * 2 2'' 2J" 

22222> 222SIR2 2 
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Loan Aproved But Not Yet Thouhega ?oeeures 

*Typ ~ Shar~~~eholder Hectares- Served. 0o 

Ekrl 

Kiur 

came ~ 
Kerre Farm 

-<My Ndrugebe -

Gatarakva,rarmers Co, 

~ 

Public Co.~ 

Patnrhi 

Privae C, 

Private Co.~ 

Private Co, 

'Public Co., 

134 ~A~~8,340. ±Rawaaa 

0 l~i,i6 Nny 

28,1 i ie 

250 *& 2,319 <Nakuru 
2,< 1,217 Nakuru 

3,000 3,290< Nenyuki 

25,185-V 

1,215,000 70,0 

3520 26000 

1,680,000 ~~1,154,0Q00~~ 
60,000~~;~ 625,000~, 

478,500 70,0 

1,679,O000 671,000 

5,473,500 408, 0 

-Nkiramirm 

Olkeri 

Qilautiai 

Y ua 

Ilasariani 
jo ,.ro 

Coual 

Communa 

Comunl 

Comnanl 

Counal 

roramal 

'lom\'miComunanl 

-

'-

is 

is 

84 

88 

97 

21~ 

1 

931 

3,2 

2,169 

~,43O 
4,992 

1,54-.o, 

9'~,5147 

Nrk73,600 

Narok 

Narokr 4 

Nerok 

Narok~ , 
4 Nark 

Naro1 

15,0 

113,000 4. -330,0004'4 

0,0''4''5,O:;

211000 306,400 

252,000 " -'188,000 

07, Of"-548,0M 

5'7,000~ 1,066-~4,000 

% 

- C0O4PANY(1)4 

Galena Privae Co.' 8 

2675 

4. 

607,017 . 4 Hoibase 

p'-

1,45,0-0 '4 

4' 

'2.000000G 

2247,5O00~' 

4,000,00.0 

, ri 23, 1976 ''. 
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Wt. CostTotataos 

1 Dsrvn toam 1: Station wagon 82.0 '- ' C) 8.
 
(1)s- 73.00''~ -ik~ 


2 7, . ' C) 3 ,73.r0 '' 90 ~ 65.
 
Coarcitea 3 rukw un' 460 (3) 46. 746.0 90 221.4'-struck carr 2.0t () 2.0 -- 20-.6 90 206.86~ 4 I wtrucak troklu -- 41.0 (1) 41.0 -- ' 41.0 -- 90 ''36.94'I$ 
fs igtm ; tailr wa rt= va2.0 () 1236.0 23.0 90 4.11pick-up 73. 
 (1) 205.0 205.0 * 90' - 85-

S --1: t.- "hSon 82.0 (1) 92.0 82.0start= 90 73.--
Cl.() 71.0 734.0, 90 653.7 '---

'1. 3ub-total --- - -- ( ) 1 04 1 0 90 142.9 

coa racin k 0' (1)EZ, n -17u 24n 0 4t-r3 aecd 

-~ truck C arr al 2. '8.0 , -,. 90 2 1.82.0 90 73 .
-truck pick-up 7.0 C) 1041 - - ', -4. ' 00- 369? -,'-- - parts - (1 " 124.0 90 6- 9 tra l r, n 123.0 Cl 2.0 

-trailer car v an 205.0 (1) 205.0 ~25.0- 90 1 7 
tra l geer atuaor 82.0 - 20' S2.0 ~ 9 0 -- 7B3 

-trailer , ce ms or - 41.0 - r(1) 42.0 ,42.0 I' - 90 7&3a A' 
tra l waer .atr 1,500 . l ' 8. (1) 10 - 4180 90 -16 :9~~' 

'01 to2i(1 lot-20 -(1) 8. 0 ,82.0 is 90 ,-y73.8-'
.' rad ioist - 41.04 (l)-41.0,- 41.0 90 - 36.9~'4 ;
-.- - spaer  561.7. 361.7 90 505.5

-Subt tal  ,685.1 
 1,516.
 
Sub -t j
oanc watsoen cta 

2,7. 
 28t.
 

s wrstincona/W section,062) -4±
 

Boehl *uppn unit trc W19. 
 1) 4. 2609021. 

essalotrailer purds van 123.0ancea (1 123.0- , V' 

12. go 1' ) 7
 
21,. 1976 t~ :r: cuna ''0-5.0 90 


tr~il 

20 . 1&4,5
 

trilr waer -- 5D 
 -0:4V 
tools- 82.0~$ (1 20-: 

90gas (1) 1 IS' 4 162.
 
0 7,
 

rai set '4. (1 
 At 4 1,- 0- ' 90-5--- )6.9'"~-

"a- ~Toa -netnn 4J56.3 " V ~-~

4,556-


D- c '' _ _ _ _unit 
---------- ---------- ---- 15.6) 

C~~~~~~~~st~~~~~untrqetd-prvlwol'ed~of1- * m *frb V.AContrati 

exmnto reqest haet - 1-
of wol V'n4 -sfmc~tSni 

=#""1" 21,V -'5, 1976 V 

*1 - AIX-~4-,--/-'~----1-~~5~~sj~' I5 f~5 

V -- -Q 

JV~I Vi~S41 

v 



--- 

7, ..~.... 

~It@gaatstin -t 10. IM "0 0 , 71 

r~~~ 0 ~ 0~-----3, ~ ~ .() 1.~ 2 90.0ho~ ~ ~ ~ ~ 1, 14.4; 

Vehicle
booslov No 19.0: (2) 380.0 (2) 110.0 (2) 110.0 33. 0 19. 

. 2800 (2) 30-0(2)~~j (--2)380,022~390.0 

S0. go0.0 
 31 3) 9718.0 (6 930.0 7,07.0 48.0 1*o6--

Laboratory aosit4t1)o~aa 7.3.0 
Cipo Str %St.3 (5) 21.3 (3) 21.3 (3.o 9.a o r 110.tot .0
2a8ye (1) 5 (1) 4 0 ( ) 4 0 ( ) 4 01 . 800 3234.L2. 

Driv Su-oa . 95a9ea(2) (2 ().0 0 3.0.0 4. ,7.() 1.0 13 1.0 

Laborory as Kan-yast 4.3 (6) 27.0 (6) 22.0 (3) 27.0 (6) 27.0 108.0Laboatory anda loeonc CO-t 60.0 (1) .0(f ) .0 (1) 4.0L(1) .01 16.0 ,0 22 
8ayba total2 128.0 2 128.0 2 126.0 2 18.3 514.0 ,. 

Vetatar ofta Ks. year 38.5 (6) 27.0 (2) 27.0 (6) 11.3 (6) 113.5 106.30 ' Lesiyas ounianne cot20.0 yearna~c  (1) 60.0 (2) 40.0 (3) 60.0 *(3) 60.0 10.02- 1. 21 
Aniall~a~h asstnMn ea 75 ()12.5 (6)2S.5~Z 19.0( 190.0 514.050. 120. 

Veria ryof r Man-year 38.3 (2) 185 (4) 77.0-(6) 113.04(3) 115.05 365 'v- -'i 
Allowance. a-year 4.5 (7) 31,5 (14) 63.0 (24) 108.0) (24)' 108.0 - ~ 310.5Vehicle asiotensoca 4 rsonitiS costs 30.0 - - (2) 60.0 (4) 120.0 (6) 160.0 (6) IS0. 540.0~ "0Laboratory coxpem... 970.0 '

12.0 - 12.0 24.0 - 36.0 36.0 r108.0 O0lousemaintenance-2lj% of cost 12-0 24,0 40. 
 _.U00.
Sub cotan~ 19935 411.0, 658.5 - 674.S L,943.5 18.k 3 {4t-

Total racurrent cost. .5J 

Total cost. 


- $39]JIl JLDBSO.IZ ?,457,5 L.7LZkK-4 

In 1,a9313 1,527a0 LaIZ7a0 --JE 37
I iTotal coltsat appraisal -(814.0) 
 (820.1) (1,031.5) (597.7) -(3,281.3)- . . 

L/ Hi1ghcost due to location -~ -~a~- 

'~~ ~~ .1Jun29, 1976 - 4 -



ANNEX 19 
Table 1
 

Notes
 

Project Costs and Financing
 

For existing ranches, for which loans have already been approved,
 

no costs estimates have been provided, nor their income. 
This is a mis

leading element in the calculation of total project costs as well as in the
 
financing of the Project. 
It is therefore assumed that any additional cost
 

will be met from ranch revenues.
 

oreign exchange costs were estimated on the basis of the percen

tages calculated respectively for investment and operating costs in the
 

models done by the Mission.
 

Census and Monitoring Unit
 

Project Costs were arbitrarily spread over the last three years
 

of the project as no detailed information was provided by the Canadians.
 

Isiolo
 

Cost estimates are very rough. Investment costs provided by the
 

Canadians apparently do not include transport to project site. 
 10% has
 

therefore been added for transport.
 

Recurrent costs seem underestimated in documents provided by
 

Canadians to Financial analyst- on the mission. 
E.g., no information on
 

house allowances, and other social benefits.
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01mG ZXTO RAXCHUG O00U 

V oal A 
C.Loans 

IDA 
Amount, 

o 
total coats 

Total 
Cost 

4A!C 
Loan 

IA 
Aoi 

Z of'~at~ 
toa costs...... .... ; 

jZ29 4.9, 160.9 
"V 207.3 145,1 

63.5 
72.6 

21. 
35.0 

194.6 
162 

13642 
9. 

51.3 
47.7 

26 
3 

~ 4.5 

-7-! 
Catt 

Costs 

As zof Total cost 3050 

asestimated bisaon 

s 

a estimated at appraisal 

Company 
G~roup 
Commercial 
Feedlot 

Equity Contribution 
IDA Loan Amount 

18 
494 
49 

13 
30 
50% of 

21 
60 

100 

20 
AFC Loan Amount net of USAID net of. 

Hvohess2Same 
Cattle; 
cOsts 

No,;of Ranchess 
Company 
Group 

Comril49-Feedlot 
Equityk Contribution 

IDA LoQan Amount 

as Hypothesis I 
as estimated 

by Review M~ission 

18 
49 (449 

1 
30 

Same basis a 

As estimated 
appraisal 
oaer unit 

18 

49 
1. 

20 
Hypothesis I 

at 

5. 

Hypothesis 3cost's -. , *siay as++ estiate pru i .7+ ++ +7 +A'++ 

S 

V ''<No. of Ranches: ~ (Sa-eas Hypothegss2) 

Equity Contribution A 30 
IDA Loan Amount Sane basis 

-'Hypothesis 4 

-Cattle: As percentate of total coats 30 
"'Total Amount "KSh. millionm; -87.6 '"' 

in APC loan -K~h. million: 61.3 

as 

- -

30, 

Hypothesis 1 

j30 
'58.4K 

40. 

-

'~ 

--

45t'~~4 

S4S ,'4~"4-54' 

4 

4' 7 -

-<Costs 

No.'of 

mo n 

Ranches 

'. 7 557 "'5 

547-l 
- exclude cattlea, 
'Fsoaexclude cattle 

sa sin Hypothesis 2-'"-

7 7 7 7 ; 7 > "} 77 !;'7 
, 

<, : t 

i~i '++ 
exclude 
ex l d 

catl 

cattle5ss~s' 

Equity Contribution 30 '~ ~. ~ 7 ,,30 5 ~ 
IDA Loan Amoun 50%of £AFClb= Amount 

555ID 

ID ~LoaAmout woulbemr when~cattle pvrChaes are. xluded,'b 
La is to be used ol f cattle purchases. 

" n 

j - 4 ' , '754,<;'5 . 



0 Pro 

sum. of Ffnancial Rates of Return on Ranbuadel 

Comercial' C zPa.y Ranch Mde at
 
_~coe 


C"'n C~~sapait Ranch~~1AU73he IAU:3.6 ha Moadel. 

Purclh*ad pu
 

Prdce rie.gTd Steers3 sars Steers Steers-

A) Appraial Estimate, 12% 
- 23 

SB) Prices TebuarY 1976 5% not runa-tu~ 
C'NwPricesJune 976 

ZB-. 

D) 
' 

New Government Prices 
Plus 30% increase in 

11 

' 

0% 9% 8% 10%, not run 23%21 ~*-

standard gra".i 

160R 11% 16% 23% %3%/ 

E) 

Costs + 10% 

New Government Prices-,-
30% standard and a~~'further, 15% increase in -

-1% 

12% 7% 

~ 
15% 

% 

11% 15% 14~% 4-422*'?

all prices - -

./This i.sthe model ranch. 

'''.' 

21NrhEast tyecattle Purchase price of. SteersIStandard (Retained) K Sh 5/80 per kg 
ICSh 2/25 per kg Sale price AQK Sh 7/80 perkCWanCDW. 

y4 

4 

41) - --' - - b 



Emu 

Riview Misiion Fba 2 h2617 

Econouic' Evalidatlon 

* ecnoi rate of return was astimated'to be' 17.25X The 

Calculations are gliyqnin~ Table 9 'The basic data for this tabls e 
~ *turuore 

Ranch Modal is ie blw
 

ofReturn Costs +1 o.*010% ot Ba. lzn. 

Company RanchMdal 13.65 10.45 6.2.5~ 7.05> 

VCunercial Ranch Model, 8.15% 14.85% 10095% 11.ssz5% 
Group Ranch Model. ~ 21-.5% 18.75% 15.15% . 15.75% ~ 

Ranching Comiponent 17.25% 4.5< 9.95% ~ ,10.652 

,(see pars.2) 

The differene between the econzomic profitability, of each ranch model i.s 

mainly attributable: to the difiference between.the levels of physical1j '"' 

devlopent anteeoato the highertlevel of foreign exchagecst 

with higher level of developmnt..<A the company ranahes are being set up 

in areas with no wdsting, facilities.'at all,, they require imuch more costly 

investments than comrcial or group ranches., ~ 

44. 4. 44 44 W 



a tz4;~. n$oa±~ tpnche h irq 1 hie4 a7~ -return' 

the AFC copee lo ittle' ins orat4i 4s.aviable on th.e inra 
Swhich these ranches have already generated.~ was not possible to estimate'it 

whatthefutre oeraingcts and revenue f these ranches ill be until a 
complete, rassmnof their performance i~s done as recommended by the~ 

missi.on. 
4: 

Feedlots: Lack of information on value of by-products of sugar industry. 

Range Water Development: Only incomplete information2 has so far been~ received by
 

the mission from USAID, which finances the Northeast Province Grazing~Block 
~ 
Development, and' by CIDA,lihich finances the,,Isiolo'zGrazingl Block Development.
 

4It 
 is 'notclear whe Ither the costs which they4 provided are in line with the
 

other cost estimated for the' others components of4 theproject, i1n particulart 
some of their costs seem to be fob. Mombasa whieother project costs are 

','delivered 'at 'site'. 'Also, nei"ther of~the co-financers sent ,the required
estimate of' the benefits from~their r4 espective component. -


4'Livestock2Marketing: 
 This-componenti beinfinanced bythe British

aid., There are similar problems as those mentioned for theRagWte 
Development component of project. ~j''''-the 

''>y' ' 

,'C4 Wildlife:, The mission did not attempt to make- an' economic evaluation 'of; this 
co~-"~jqmponent as its net beeishave been. integrated' into' he recently notiat'd 

~ '"4~~ WildlifeandTourismProject, for which an economic rate of r1eturn' of 
approimtely 3.5 has been calculated,- 'ithout4,~ shadow prices. itshd 

S4.prices, the economic rates of return calculated' for Amboci and 

Mara are of and; 25Z reivl. TeWildlie T m 

-'''" 
1J4

http:missi.on


cc 'on; palroi t e~ 

An ~ ~~~ ~ ~e~ ~ ~ ~ute~Q~b ~ u. reoo~e alIsed fp1 

untilsa a, f~o 
-asblty e 

eo b'pi'asupton 'he s jusedti~ wnlyih there urornt mi 

a) heecnoiclie f heproject was assumed, toibe 20 e~s 
takngyea 3 ofthe project as agreed in J n 9 4 Bs y a 

of~.the economic life of the project. j~ 
b),Ol the Company, Commercial,; and Group Ranches which aregoing 

6o :Come! forward in the last three yearsothprjchaebn 

'inluedinthe economic ~evaluation of Ranch Devlpet The 
feedlot operation was left out of the global eauto o h 

reasons mentioned~in paragraph 2 aoe 

C) Price contingencies, and import taxes and duties were excluded from",, 
the cost estimates; : -$K+- i' 

d) Physical contingencies (9 Zof base costs) were included. q 
e) Foreign exchange costs were shadow priced at KshLO $1 'toreflec~t: 

-. ~~ 'the~scarcity value of foreign exchange. 

~f) Production was Vvalued atV international prices adjusted for_ 

transport and handling costs, as wias ,done in the financial aals as 

Ithe various ranch models. ,The basic''price is' of h7Ks.25/gc 

-' ~ ~for--the standard 2Grade of beef., Likewise, the financia 'price 

-of milk used in the valuation "f milk production o Gou 

&4R*.hes-was deemd tobe the econoc price.L ._- 'I 



baadc n~ ..........
~ 

1) 100% f~ t hq ~v~nadlf~t~~~4~~ toi 

yei 'esandupet 

1% of the 'purci se p ce of the breedingherd_and-',Ofs tee '-u 

00ofoperati.on~ and maintenanceos; uukilled'labr 
cotswreshdw priced at '50%ofh mrtcosof the market wage'as in thie 

origina ap raisal.of the project 4 

iv) some of the costs of thtechITa sevcs.were inzcluded. ,LI2 

The cost of the vetenizinary, services wasnio t included as it'bears 

elaiontotheRanh3evelopment Componet
no iret 
 like-. 
APwise f>or the cost of the project evaulation, investigational If 

work and technical training. ' 4Costs of the other technical. 
~j ~ ~S>~ ~services are fo11ows;: > >as 

. 

4> 100% of the incremntal, investment, operation 3and 

43maintenance costs of the Ranc~h Section of th 

>Agicultural Finance Corporation. >54, 

2) 80% of the investment, Operationsand maintenance costs 5 

ofteProject Coordination ntfo'er1truh7a 

-5 20% of these costs thereafter; I 

3) 100% of the" investment costs of the4'Ranch and Range 

Water Development Secti ons of tfie.Ministyof Water' 

K'~5" Development. Their operation. and maintena !nce '.costs are" 

incude in' the> investment, operation and. .maintenanc~e 

~4 '4 ~>4j5>5454>455454.45 3, .'.>.s ~ 454costs of 5''the-various >ranches. 
54555 4>54) T100% of the incremental, inetment oeaio an 

4.o 

--Ran>5
 

-4- maintenance costs ofthe. Rnh anagement Invision 

of the Ministry. of riculue. 

http:00ofoperati.on
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'ofrYG a a 2 rch 
oRauc Dve opment'Pro 

~KO,12947
STotal Loans I/ Aprasa Acul 'eib iso
 

yDisbused E>i~e 

~Commercial Ranches (excludig feedlots), 
/Lreaooo ha) ~ 166 ~ 3O'f~7
 
Loans (K Sh , mu111on) 
 18 *<~~'~a 73 ~ 17 ' 

Ar a,,o oh ) 5,3 
 8 6 2/ 659
 

-- GruupRanches ,. Aw; 4 

"'
 

Area (ooo ha) 2ii'>~2
~Number,'Ranches ~ 2 

22 96''' 7:I2-. 650, 
-~~Loans (IKSh mili1on~)' 15s 60 7" 29 

Area '(ooo ha) 
-"v-(-~ ~ ~~-62~ '6y A Numbe r oL a c s/ e d ts -

3 9 
' - - - 1 8 . , 181Ioans - -

L (KSh million)7' - -- - 2 ~ 4 ~5 513 1 4/ ~ O~~~~~ 8c~ 2'~~<4~ 5 

AICe r e,cdA f e"dis
u se ts out tan in (66 .0,lio )5ne13Ta~~ 1h3 

Loas Kl29 aion) 57 
 48 157 a
 15o3o41idvdalrnhsa2,0 


IncDue t aud ntsoo
e o fhort term adinves-tment otanc'Khesstarted
ll tride;V
 

3S/ 40,000'ha ofGalana: Rach incueA 
 A .19
4/' Developed under ke.429A7
. i 

A 

A~A d A 




