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contract signed between Chemonics International Comsulting Division
and the Ministry of Agriculture dated Auwgust 27, 1976.

This draft final report is presented for the review of the
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in the review. Upon campletion of the review, we will be prepared to

discuss with the Ministry any changes in the report considered
necessary, and to prepare 30 copies of the Final Report.

In presenting this draft report, we would like to express our
thanks to all of those in the Ministry of Agriculture who provided us
with information, documents, advice and other assistance. These
include the Project Coordinator, Mr. Arthur Chege, his Deputy,

Mr. Evans Mveya, Mr. John Larsen and the senior officials of the
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Econamic Planning Division, the Animal Production Division and the
field staffs in most of the provinces. Valuable assistance was also
received fram the Agricultural Finance Corporation, the Kenya Meat
Camission, the Central Bureau of Statistics, and several other
agencies of the Government of Kenya, as well as the World Bank and
USAID. .

missuﬂyhasbemveryintezwestmgarﬂravardh)gforﬁmm
and we would like to express our appreciation to you and to
the Ministry of Agriculture for giving us this opportunity.

smcere17 y yours,
Thuarston F. Tesle



Fregne g oy
Ao
B.

‘I INTRODUCTION AND SUMNARY

Introducttqn\
Sunmary

CHAPTER II DEMAND FOR MEAT

A.

B.

Domestic Demand

l. Iantroduction .

2. Demand is not Consumptio

3. Development of a Model of Demand

4. The Pattern of Household Demand
in Kenya

S. A Model of Urban Demand

6. Application of ‘the Model of Urban
Beef Demand

7. Estimating Urban Beef Purchases
from the Model

8. Rural Demand for Beef

9. Projection of the Demand for Beef
in Kenya to 1990

10. Sheep and Goat Meat

Export Demand

1. World Meat Market Trends
2. Major Areas of Interest to Kenya
3. Conclusions

Annex II-1 Rural and Urban Population of

Kenya, 1962-1975, projected to
1990

Annex II-2 Estimation of Resources Available

for Consumption in Rural and
Urban Households, 1964-1975

Annex II-3 Beef and Sheep and Goats

Procurement Tables

CHAPTER III SUPPLY OF LIVESTOCK

A.

Introduction, Sources and Problems

1. Introductory Comments
2. Sources and Problems

Cattle, Sheep and Goat Output

l. Beef Output
2. Sheep and Goat Output

Basic Projections, Land Availability

~ and Current Practices

‘1. Analytical Approcahlf
‘8« Situation in 1975
3. Projection to 1990

21
al

al
al
22

22
23

27

31
32

34
38
42

42
43

8l

84

86




B, 'Present Policies

1. Broad Policies

3. Detailed Policies as observed
a. Bocial Policy and Constraints
b. Cattle, Sheep and Goat Policies

and Priorities

c. Animal Health
d. Rangelands Development (Blocks)
@. Ranch Development
£. Transportation and Stratification
g. High Potential Areas
h. Price Policies
i, Planning and Policy Formulation
j. Aggregate Impact on Supply of

Present Policies 188
E. Supply Projections Based on Current
Policy 188
F. Recommended Policies which would Impact
on Supply 190
1. Social Policy 190
2. Sheep and Goat folicies and Priorities 190
3. Animal Health 197
4. Rangelands Development (Blocks) 202
5. Ranch Development 208
6. Transportation and Stratification 211
7. High Potential Areas 216
8. Price Policies 222
9. Planning and Policy Formulation 235
10. Aggregate Impact on Supply of
Proposed Policies 236
G. Revised Supply Projections Assuming
Recommended Policies 237

H. Conclusions : Supply and Demand in 1990 239

Annex III-1 Estimates of the Supply of
. Cattle, Sheep and Goats,

VAT -_—-—Aa 1TAams 241

Annex III-2 Methodology used for Determing
Land Availability, Use and :
Carrying Capacity 258

Annex III-3 Net Available Land in Ha. by
Ecozon2 and District 267

Annex III-4 Calculation of Impact of FMD
Outbreak on meat output, ‘
2,000 Animal Herd S 274

 Annex III-5 Summary of Research Program
- Related to Livestock . - amn



?h‘wfaa”‘vIV_IP SoING

A.

CHAPTER
A.
B.

Present Situation

1. Capacity
2. Description of Facilities - Modern
3. Description of Pacilities - Local

Recommendations

V MARKETING
Export-Domestic Market Tradeoff
Dcmestic Marketing

l, Competitive Ability to Attract
Livestock
2. Breakeven Analysis for KMC

3. Policies to optimize KMC's Operations

a. Price Policy
b. Subsidies

c. Inspection and Health Standards

d. Grading Practice
e. Custom Slaughtering

4. Drought Year Marketing Assistance to

Pastoral People
Export Marketing

1. Kenya's Competition

2. Steps to Improve Kenya's
Competitive Advantage

3. Target Markets

4. Export Marketing Recommendations

5. Export Slaughterhouses

Annex V-1 Grading

CHAPTER VI KMC MANAGEMENT STUDY

Introduction

Aim and Role of KMC

The Controlling Authority
Line Functions

Personnel and Staffing Levels

Management and Accounting Information
and its Processing

Offices in Nairobi
List of Recommendations

a8l

261
281

283

285
286

289

289
291

291
294
302
302
302
304
306
312
313
315
315
317
318

320
324

327

337
337
338
341
342
348

351
357

358



lane: VI=l"
lnn.:JVI-z

vhnncx VI=3

Annex VI-4
Annex VI=-5
Annex VI-6

Annex VI-7

General Annex I

KMC Performance 1971=1914

Job Description. for. Operations:
Director

Job Description for Marketing
Director

Job Description for Financo
Director

Proposed Format, KMC Monthly
Management Report and Plan

Information Bases
Proposed Organisation

References Used

Ay
362
363
365

366
367
368

369



CHAPTER I
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‘CHAPTER I
.INTRODUCTION AND SUMMARY'

A. Introduction

This is a report of the results and findings of the
Livestock and Meat Development study which was carried out
between September 1976 and March 1977, for ‘the Ministry of.
Agriculture. In this initial chapter we provide a brief
introduction to the study and summary of the major findings.

The study was carried out by Chemonics International
Consulting Division, Washington D.C., in association with
Havkina & Associates, a Kenyan consulting firm based in
Nairobi. The work was done under a contract signed on
August 27, 1976 between the Ministry of Agriculture and
Chemonics International Consulting Division. The contract
was approved by USAID/Kenya, since the financing of the study
is part of USAID‘'s participacion in Kenya's Second Iivestock
Davelopment Project, which also involves IBRD, British and
Canadian financing.

The Terms of Reference for the study were prepared by the
Ministry of Agriculture. Under the terms of reference, the
Consultant was to prepare a comprehensive study of the
livestock and meat industry in Kenya which would deal with a

-wide range of aspects of the industry, answer specific
questions and make policy recommendations. The basic task was
to project demand for meat up to 1990 and to project the
amounts of livestock and meat which would be supplied to 1990
based on existing livestock and meat policies, and on the
Consultant's recommended policies. Another important element
in the study was a special management study of the Kenya Meat
Commission.

The study was carried out and the report written almost
entirely in Kenya. The study team reviewed a very wide range
of documents and previous reports which have a bearing on the
problem. Numerous individuals involved with or knowledgeable
about the industry were interviewed, some many times. Field
trips were made to all livestock producing regions of Kenya.
The study team carried out extensive analysis of the data. On
at least three occasions, formal meetings between members of
the study team and key Government officials were arranged at
which data and ideas were presented and discussed. Government
officials and others also reviewed material informally and made
comments and suggestions. The final results, however, are the
responsibility of the Consultant. '

A total of 13 people served on the study team. A listfdf.
team members with the approximate dates of their participation
- follows. o






oy recommendations.

-+ Chapter IV is a relatively brief chapter on livestock
-processing, containing a discussion of existing processing
plants and our recommendations regarding additional plants.
Chapter V, Marketing, contains detailed discussion and .
recommendations regarding both domestic and export marketing
cf meat. The final chapter, Chapter VI, is a report on our
management study of the KMC.

In most chaptars, there is a basix text and a number of
annexes. The annexes contain technical information or further
details which may not interest some readers. Identifying the
material through the use of annexes is for the convenience of
these readers. : -

B. Summary

In this summary, we set out the main results and
recommendations of each chapter of the report.

(II) Dr.and for Meat

(A) Domestic Demand

Damand for meat in Kenya is projected to
increase with continuation of growth in both Kenya's
population and incomes per person. A continuation of
population growth at 3.5 percent a year will itself increase
demand by 68 percent by 1990. We examined the past rates of
growth in spendable incomes for both urban and rural households
always using shillings of constant value. A continuation of
these past rates of growth will see these urban real incomes
increasing at 2 percent a year, rising 34 percent by 1990 and
rural real incomes increasing by 1.15 percent a year. We
estimated the effects of these increased incomes on household
purchases of the major meat -- beef -- studying both urban
and rural households. We concluded that the projected
increases would of themselves increase demand by 16 percent.
Then with the increases in population and incomes working
together we projected a domestic demand for beef rising from
131,000 tons in 1975 to 288,000 tons in 1990, a 120 percent
rise. Similar increases are to be expected in the demand for
the meat of sheep and goats.

We also examined the effect of rises in the real price
of beef on the likely levels of its procurement by urban and
rural households. We found very little data on the
responsiveness of Kenyan households to changes in the price
of beef. However, in view of findings elsewhere we concluded
that households in Kenya are likely to be quite resvonsive to
changes in the price of beef. Further, our model of beef
purchasing by urban African households, incorporating our
findings on price and income elasticities, seemed to be
consistent with the available data on quantities of beef
‘purchased by these households. Using this model and a similar

;,one £or rural households, we estimated that if beef .prices
iere,to be increased by 20 percent in terms of shillings:of:
ARSI A ' Cee i
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oonatant valus, the projected demand for Lief in'1990 winld'he
226,000 tons or 72.5 perceant higher than 1973 instead of
208,000 tuns without the price rise. 1If in addition there
were to'be a further real increase in prices of ‘one percent-a
ar from 1980 to 1990 the projected domestic demand would he
99,000 tons in 1990, a 52 percent increase over 1975. '

(p) Export Demand

An extensive study was made of the production
and consumption of meat in countries of present or potential
interest to Kenya. Kenya over the past several years has
exported caznned corned beef almost exclusively to the United
Kingdom and chilled and frozen meat to a very wide range of
countries. Those to which 500 tons or more have been
exported in any one year since 1972 include Greece, Holland,
Hong Kong, Libya, Djibouti, South Yemen and Zaire.

various sources have projected that East Africa will
become a gradually more important net exporter of beef and
sheep and goat meat by 1990, but Kenya is regarded as an
exception which will become a net importer of both types of
meat before 1985.

We have examined the supply and demand projections for
several countries in Africa. Three countries, Nigeria, Zaire
and Eqypt, appear to offer particularly good potential
markets to Kenya, and KMC already has relationships with the
first two. Nigeria, with its booming economy and continued
port congestion, which requires all meat to be flown in, seems
to offer particular advantages to Kenya.

The Middle East appears to be the market of the future.
Projections show large requirements for beef and even larger
requirements for sheep and goat meat in 1985 and 1990. Iran's
projected requirements alone are very large, especially for
sheep and goat meat.

Several European countries have projected import
requirements which are much increased over present levels, as
do Japan and, especially, the Soviet Union.

Aggregating the figures for the countries selected for
examination, which include some African and European countries,
Japan, the Soviet Union and most of the Middle Eastern
countries, we calculate a projected import requirement for
beef and veal of about 969,000 tons in 1985 and 1,903,000 for
1990. For sheep and goat meat, the projections are even
higher, 515,000 tons in 1985 and 2,542,000 tons in 1990.
Comparing these projections to projections for world trade in
these products, we find that the world-wide beef and veal
projections support the projected increases in import demand
in the selected countries, but those for sheep and goat meat
do not. Either the projections for sheep and goat meat are
overstated, or there will be a sharp increase in world trade.

World prices for meat have been depressed since 1974; but,
assording to IBRD projections, should begin to recover is 1977



1y 1ive, are currentiy very attrective i the LU

" ‘We conclude that thers is ample scope fOr mBat eXPOFLS

fxoa Renya, especially in nearby African -ndm.dahunum -
markets, if Kenya can produce enough meat to maintain an
sxgort surplus, or i¢ it should be decided to reducs domestic

consumption to support &an export program.

(III) Supply of Livestock

(A) Introductory Comments

In this chapter, we calculate the production of
beef, sheep meat and goat meat in 1970 and 1975. We then
prepare three projections of supply for 19%0. The first, our
basic projection, assumes no significant change in technology
and, therefore, is based on availability of land for livestock.
The second projection is based on the assumption that existing
livestock policies, as we understand them,continue through
1990. The third assumes that our recommended policies are
adopted.

(B) Cattle, Sheep and Goat Output

The quantity of livestock and meat supplied has
been estimated for 1970 and 1975, using a variety of sources
including data on hides and skins. According to our
estimates, in 1970, 115,000 tons of beef were produced and
42 ,000 tons of sheep and goat meat, for a total for these
three types of ruminants of 157,000 tons. These figures are
believed to be somewhat below the trend line. The production
figures for 1975 are considerably larger : 143,000 tons of
beef and 66,000 tons of sheep and goat meat, or a total of
209,000 tons.

(C) Basic Projections : Land Availability and
Current Practice

The basic projection for supply in 1990 is
built on the concept that a certain amount of land in each
ecological Zone in each region of the country is and must be
used for various non-livestock purposes, such as crops,
gervices, forests and national parks. Subtracting all other
uses, we calculate that, in 1975, there were a total of
50,310,000 ha. of potential grazing land in Kenya. Analysing
this by ecolnogical Zones, we ha'e 'the following availability
of grazing land for 1975 :

Zone II ) 2,005,000 ha.
Z2one III ) high potential 3:967:000 ha.
Zone IV ) 5,375,000 ha.
gZone V ) semi arid 26,042,000 ha.
. Scne VI arid 12,821,000

»Potal 56, 220,000 Wy












mumiia l'l beef. !h.:. are: nu-monazumxl
eve high potential area production’ec

includin production of fodder, . p&ltur ‘Amprovenss
alto:nat ve cropping, herd improvement through: qolgctﬁcp anﬂ
breading, rcduction in calf mortality and other -anaqon.nt
improvements, increased utilization of by-products and, perhaps,
raising of dairy bull calves for meat. The Government has
programs in most of these areas, but we balieve present

de facto policy is not to put sufficient resources into those
Jevelopments. Secondly, most of these improvements require
investaent on the part of the producer, now usually a small
farmer. Prices are still inadequate to generate much
investment. As a result, we assign no supply impact to these
daevelopments in the high potential area under current policy.

Price Policies : We believe that present livestock and
meat prices are retarding the development of the livestock
industry. The Government controls all retail prices,
wholesale prices from forequarters of FAQ grade carcasses down
through all standard, commercial and manufacturing carcasses,
and minimum producer prices. Other prices, such as LMD buying
and selling prices are at least indirectly controlled by the
Government. Retail prices, some wholesale prices and producer
prices, especially for standard grade, have decreased in real
terms in the past several years. We estimate a real reduction,
using the middle income index of producer prices as a deflator,
of about 25 percent. At the same time, production costs have
increased sharply. We believe that, if present policies
continue, that 1s, if price increases continue to lag and
ratios between prices continue to be incorrect, there will be
a further negative supply impact by 1990. The estimated
negative supply impact is 3,200 tons from the ranches and an
additional 4,000 tons from the high potential areas.

Planning and Policy Formulation : There are a great many
agencies in Kenya involved in planning and policy formulation
in the livestock industry. This is not unusual, but we .
believe that the lack of a strong, central coordinating body
is serious.

Aggreqgate Supply Impact of Present Policies : Some of the
present policies will, if continued, result in a loss of
production relative to our basic projections for 1990, others
will result in a gain. According to our estimates, there will
be a net gain of 6,100 tons of beef per year by 1990.

(E) Supply Projections Based on Current Policies

We project no supply impact for sheep and goat
meat resulting from present policies. Therefore, the figure
from the basic projection, 54,000 tons, remains unchanged. For
beef, our supply projections for 1990 on the assumption that
present policies will continue is 117,000 tons, i.e. the base
projection of 111,000 tons plus the 6,100 tons net positive:

impact.
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Socinl Policy : We recommend that, although it 18
desirable to take oxiltinq and traditional ways into" lccount
in livestock development, the Government make a special
effort to change traditional ways as they pertain to grazing
control. We recommend no change in the high priority given to
land and income distribution. With regard to the consumer,
and especially the urban consumer, we believe that his interast
in low cost meat must give way to the requirements of the
various producers for adequate prices and margins.

Sheep and Goat Policies and Priorities : We recommend
that sheep and goats production be given a much higher
priority than at present. This recommendation is based on that
fact that, even with sheep and goat management at a much lower
level in Kenya than cattle management, energy requirements are
lower for a kg of sheep and goat meat than a kg of beef.
There are several other advantages to sheep and goat production
as well. We estimate that, should our recommendation be
accepted and implemented, output of sheep and goat meat by
1990, over our basic projections of 54,000 tons, would be an
additional 27,000 tons. There would be, according to our
estimates, a trade off in the form of a reduction in beef
output of 13,500 tons.

Animal Health : We strongly recommend a much more
effective effort to control livestock movements, both
internationally and within Kenya. We also recommend more
adequate funding of the operations of the Department of
Veterinary Services. With regard to specific diseases, we
recommend :

e That serious consideration be given to
nation-wide control of Foot and Mouth
Disease.

e For East Coast Fever, in addition to
movement control, a strengthening of
Government control over dip management
and discipline, and continued pursuit
of an effective vaccine.

e That an effort be made to achieve full
control over CBPP, especially since great
pProgress has already been made on the
disease.

e For Trypanosomiasis, that the present
approach of control by chemotherapy and
prophylacis coupled with extensive -
research, be continued.

e For other diseases, continued improvements:
. in control moasurcl now undexway.
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» Parmanent water points ohould be spaced
not less than 25 km apart, which is the
present approach, and, in absence of
strong grazing control, permanent water
should be placed on about half of each
block. 1If control can be assured,
permanent water should be evenly spaced
throughout the blocks.

e The most important improvement in the
project would be to obtain grazing
control, preferably by making as many
arrangements as possible before the
water development begins.

¢ We recommend strengthening of the
extension and training programs in the
North East.

e We also recommend an improved system for
monitoring the grazing resource, an
improved research component to the
project as well as expanded efforts to
utilize existing research, and a grass
seed testing and production program.

Based on these recommendations, the estimated supply
impact of the range development program, over and above our
basic projections, 1s 5,412 tons of meat per year by 1990.

In addition, we believe that implementing these recommendations
would greatly improve the quality of the range over the long
term.

Ranch Development : Our recommendations for the ranch
development program are that greater efforts be made to
achieve grazing control and proper stocking rates on the
ranches, improved management, finance and planning, and
technical assistance. For the present ranch development
project, we estimate that the supply impact, as a result of
implementing these policies, would increase from 6,400 tons’
under present policies to 8,000 tons of meat by 1990.
Assuming a second ranch development project in the 1980s, with
similar supply impact, the total impact of ranch development
by 1990 would be 16,000 tons of meat pe:r year.

T ansportation and Stratification : With regard to. LHD
‘operatfonl, wEIcE we generally BOIIOVB to be goinq woll a!t.:

X .We recommend that the Government.: xet
thnt LMD playl a vc;y,vpluablguxpru
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g6 farmers to.raise. irtes:

. Ppice 1 We vecommend that'the bisic price systas
in: Kenya, s based on grading carcasses and eéztzblishing:
prices based on those grades which assign considerable value: to
quality improvement, be retained. We further recommend that e
xetail and wholesale prices for FAQ grade and above be o
decontrolled, and that retail, wholesale and producer pricas
for standard grade and below be increased. The recommended
incresss for standard is a little over 20 percent. We also
recommend that prices be reviewed annually, as is now the case,
but that the Ministry of Agriculture establish a beef price
index, combining the middle income index of consumer prices, an
index of beef production costs, and an index of export parity.
This index would be the basis of annual price increases of all
producer, wholesale and retail prices controllad by the
Government.

Our recommended prices for each item, grade and level
are given below. Since we recommend decontrol of retail and
wholesale prices for FAQ and above, the prices shown below
for those items are intended to be illustrative. Further, we
recommend that the Ministry of Agriculture apply the proposed
beef price index to these prices before the end of 1977 to
achieve further increases. Should the recommended increases
in retail, wholesale and producer prices for standard grade
be considered too severe for a single year, they could be
spread over a longer period, say four years.

RECOMMENDED LIVESTOCK AND BEEF PRICES
June 1977 Sh per kg.

Recommended :
Item without 1976 BPI Present Increase
Retail prices
Choice Sirloin and
other top cuts 17.50* 14,75 19
Other cuts In proportion**
FAQ Sirloin and
other top cuts 16.25* 14.75 10
Other cuts In proportion** -
Other Sirloin and
other top cuts 14.75 14,75 -
Bone in Bone in 8.85 ' 7.40 20
Bone out Bone out 10.25 .8.60 19
" Wholesale prices : ' -
Choice Hindquarter 11.20* 10.15 ‘10
o A Forequarter 8.90* ' 8.45 .5
‘TAQ  Hindquarter 10.55* 9.90 T
Forequarter 8.35 6.10

13






, tes, the aggregate supply: impact of. our.

X policies would be 70,252 tons of ‘beef, over and
above our basic projections, and 27,000 tons of sheep and. =
goat meat, T

(G) Revised Supply Projections Assumin
'!icommanaes Policlies r

. Adding the aggregate supply impact of our
recommended policies to our basic supply projections for 1990,
we have the following supply projections for 1990 : ‘

Beef 181,000 tons, sheep and goat meat 81,000 tons.

(H) Conclusions : Supply and Demand in 1990

Putting supply and demand projections together,
we find that, under present policies, there will be a very
large deficit in meat by 1990. Even under recommended
policies, there will be a small deficit unless there is a
significant price increase.

(IV) Processing

(A) Present Situation

At present there are two modern slaughterhouses
operating in Kenya, KMC Athi River and KMC Mombasa. A third,
Halal, is nearing completion near Nairobi and is expected to
begin operations in April 1977. The total, normal daily
single shift capacity of these three units is about 1,400 head
of cattle and 1,420 head of smallstock. KMC Athi River can
work longer hours or even a second shift, which could bring
the total annual capacity to about 546,000 head of cattle per
year.

There are apparently no firm figures on numbers of
capacities of local slaughterhouses, which is not surprising
considering their small size and low investment. A conventional
figure is 200 units and a capacity of 500,000 head per year.

The KMC slaughterhouses are modern with a high level of
sanitation. Based on its plans and an examination of the
construction site, Halal is also to be a modern, good quality
slaughterhouse. The existing small local plants represent a
very small investment and are of a very low sanitary standard.
Some are currently being inspected by the Department of
Veterinary Services. According to present plans, some 50 new
municipal slaughterhouses with reasonable sanitary facilities
are being planned, in part to replace the local slaughterhouses. ..
over the next 10 years.

(B),Hnecommendatiohs

-W“,feeommana.thaeunpﬁnew,moacngasxgugggjgﬁaagii&
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Beléutablished until the existing three are operatindiaé
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B, KMC Athi River g BRLLCE,
bha considered cerore

Expansion of the Nombasa plant could alse be.
new plants are plamned.

(V) Marketing
() Bxggttfnomostic Market Tradeoffs

‘ Currently, export of chilled and frozen meat is
made at a small profit or loss because of low international
meat prices. In the short term, . this should change and prices
increase. Within a few years, however, domestic demand will
overtake supply and exports will only be possible at :he
expense of domestic consumption. We recommend that they be
continued, but that maximum possible returns be sought.
Exports under these conditions, or any increase in exports,
results in real domestic price increases.

(B) Domestic Marketing

KMC Competitive Ability to Attract Livestock : KMC is at
a competitive disadvantage in attempting to attract livestock
because of its price rigidity and its need to accept any
animal. Further, its costs are much higher than those of the
private slaughterhouses. Taking 1975 throughput and late
1976 prices, and assuming all carcasses are sold on the
domestic market with no canning and no export, we calculate
that KMC's operating costs were Sh 2.42 per kg CDW, consisting
of a margin of Sh 1.50 per kg, a fifth quarter recovery of
Sh 0.86 per kg, and a loss of Sh 0.06 per kg. By contrast, we
calculate the local slaughterhouses costs as only Sh 0.48 per
kg CDW, and he enjoys a margin of Sh 1.00 per kg and a fifth
quarter racovery of Sh 0.70 per kg. ‘Thus, KMC can be expected
to have great difficulty in competing. :

Break Even Analysis for KMC : Using the same assumptions
as above, a break even analysis was carried out for KMC. With
a margin of Sh 1.50 per kg, KMC's theoretical break even point
is 137,000 head. As we vary the assumed margins, the break even
changes. At 100 percen f assumed capacity (275,000 head), a
margin of only Sh 0.75 per kg CDW would be required.

Policies to Optimize KMC's Operations : We discuss several
specific policy matters raised in the Terms of Reference.
Price Policy : We believe that the price schedule
described in Chapter III will lead to an average annual

throughput of 180,000 head and an average margin of Sh 1.20
per kg., which should allow KMC to at least break even.

. Subsidies : We recommend an export rebate for chilled
and frozen meat similar to that recently granted for canned '
corned beef. We believe consideration might also be given to a
specific subsidy to compensate KMC for inherent inefficiencies
4n being a buyer of last resort. We have not deveioped a -
‘spacific system for this subsidy, which:may not be necessary-
1&!§§thgrﬁrdcommendationsja:qgtollowtd; iy '

16



‘PEivite slaughtexhouses. Thers is no CORpPArison, : : SCand
KNG are very good. Those at the private slaughterhouses:jre
very poor. DVS inspections are carried out at the.private .
plants visited, but under poor conditions and by lay inspectors.
Based on 1975 statistics from Coast Province, the rate of =
condemnations at KMC is mugh higher than at private
slaughterhouses inspected by DVS, which may suggest lower
standards. We consider this situation a competitive problem
for KMC and a public health problem for Kenya. It may be that

the new municipal slaughterhouses will ease both problems.

Grading : Grading is carried out on carcasses at KMC
by DVS graders. For carcass grading we recommend adding a
maximum age standard for FAQ and additional minimum weight
standards for certain grades. We would modify the present
maximum fat cover for FAQ and above to a modest penalty for
excess fat cover.

We recommend the establishment of a system of live grades
and training both KMC buyers and DVS graders in the art of
live grading. We believe that live grading at time of
purchase, followed by standard carcass grading, would
strengthen KMC's competitive position in times of shortage.

Custom Slaughtering : We do not recommend that KMC
enter into custom slaughtering as a way to increase throughput.
We believe that this would unduly interfere with KMC's main
business. '

Drought Year Marketing Assistance to Pastoral People :
we believe that increased purchasing and transportation
operations by LMD are the best approach to providing this
needed assistance. We do not believe that mobile or field
abattoirs are needed or desirable.

(C) Export Marketing

Kenya's Competition : Kenya's chilled and frozen meat
exports are very widespread and Kenya faces competition from
virtually all of the major meat exporters. These are all
more experienced and have much higher volumes to sell. We
believe that Kenya does have a good chance to maintain and
improve markets in Africa and to carve out small but effective
markets in the Middle East.

Steps to Improve Kenva's Competitive Advantage : There is
little that can be done across the board to improve Kenya's
competitive advantage. Large scale price cutting ls not R
recommended, although if the recommended export rebate 1is
granted it should give KMC a bit more price flexibility. We
believe that KMC should explore markets other than the UK
for its canned corned beef, markets such as Nigeria.

_ Targot Markets : We recommend that KMC attempt to focus
‘on a small group of target markets and commit as many
‘fesources as possible to the development of those markets.
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] To assume KIC': role a6 i’ agsut of Coverhrent):
and tu cocrdinate all plenning and poliey dévelopaent i he .
livesicolx and meat industry, we recommend the astablishuent of
a Livestock and MHeat Industry Authority. 3 SR

iD) Line !unétiohs

We make zeveral specific recommendations designed
to strengthen the management of KMC. : :

Operations : We find that the Managing Commissioner has
too many separate units reporting directly to him. Theref re,
we recomnend the appointment of an experienced, highly
qualified individual to a new post of Operations Director.

He would supervise the Production Manager, Athi River,
Livestock Manager, Chief Engineer and Mombasa Manager, under
the direction of the Managing Commissioner. A major task
would be to try to level out the throughput to increase the
level of efficiency.

Marketing and Sales : To strengthen these functions,
especially in the area of market strategy and planning, and to
ensure that all actions of KMC are built around marketing
requirements, we recommend the creation of the post of
Marketing Director and the appointment of an experienced
individual. This is in addition to the existing sales staff.
With this strengthening of marketing staff, positions should
be redeifined to permit the Sales Manager to concentrate on
supervising the sales force and a Sales Administrator to
handle administrative details related to marketing.

Accounts and Finance : We find that the Accounts
Department is large and very important to KMC operations, but
there is considerable confusion as to who is performing what
functions. We recommend that it be organised into clearly
defined sections. Standardization is needed, and we recommend
that an accounting manual be drawn up and followed. Finally,
financial planning is weak. To implement these recommendations
and strengthen the financial planning and management of KMC,
w2 recommend that the post of Financial Director be created
and an experienced individual appointed.

(E) Personnel and Staffing Levels

Although we were not able to study staffing
requirements unit by unit, we find that KMC is overstaffed with
permanent personnel. This means there is little flexibility
to vary the work force with the work load. In times of high
throughput, a large labor force is nccessary, but when it
falle off, much of the craff is not needed. We believe that.
the KMC permanent staff of about 1,400 could be reduced by as
much as 400, and the shortfall made up, in times of high
throughput, by overtime and casual labor. W%a do not .~ .
ahdemmend that 400 peocple be decléred redundant, but tie s
#iotion be done through wastage, using a strict Wixring'







CHAPTER II

DEMAND FOR MEAT



. CHAPYER: IT

This chapter covers our analysis of the demand for meat.
The £irst part, Section A, covers the domestic demand, urban
~.and rural, for beef and meat of sheep and goats.  Section B
covers net demand, with projections to 1990, for beef, sheep
and goat meat in a number of countries of interest to Kenya.

A. Domestic Demand

1. Int:oduction

The likely growth in the demand for meat is the topic
of this chapter and consideration is given to both the
domestic and export markets. In Kenya the main questions are
how much households will be prepared to spend on beef and
other meats and how many people will there be eating this
meat. Thus we will have to examine changes in earnings, meat
prices, the numbers of people in urban and rural areas and
the bearing of all these changes on the domestic demand for
meat.

The spending behaviour of Kenyan households and the
plans to export beef need to be related to how much beef is
likely to available. The size of the imbalance between
projected spending plans and production plans may then show
the scale and direction of efforts needed to maintain
adequate supplies in the future, the topic of Chapter III.
This kind of forward planning<is -especially necessary in
beef production where it takes many years for the country to
make up for shortages or eve£ cut:back on output that is
excessive and the cause of finahdial losses. Furthermore,
the cost of planning errors in animal production is usually
high due to the years of effort involved in the cycle of
production, and the fact that the first efforts to improve
the situation usually make it worse! Thus if a drought,
disease or low prices lead to a fall in cattle numbers and
output, the first step in raising cattle numbers and output
is to reduce the offtake of females and young males, thus
reducing output still further.

2. Demand is not Consumption

Thus far we have discussed intended spending on
meat, the demand for meat. No mention has been made of meat
consumption because we contend that in rural Kenya the level
of consumption of meat exceeds the level of economic demand.
'This difference is due to the fact that some of the:
consumption costs virtually nothing, is almost an:accident
due to disease, or malnutrition and is not transferabie

bstween people in one place and those .in:another:: :In
fome. meat that is consumed cannot:be marketed.. Thu
okl . is about to die but is hastily slaughtered.a

at:i;that is consumed would:otherwise have:

shore:




o ujﬁfu: b was: nothing' alsé-to 'be done with 'ie: -

wusehold slaughters a calf that could well h
or- ‘veared to yield more meat or more money; thsn
calf has a cost and is the result of a spending decision.
Thus while a household's 'spending' or procurement of the
produce of its own land is part of the demand for meat, ,
accidental consumption is not part of the’ demand ‘for- nhat., It .
is hard to know how much consumption is not part of demand ‘and
we have assumed that it is equivalent to consumption where the
hide or skin of the animal consumed is not sold. Thus -
excluded from demand is most of the consumption of calves, kids
etc., and some of the older animals consumed in remote areas
where even the hide or skin does not reach a hides and skins
buyer. This orientation is in keeping with attention to
commercial demand and supply requested by our Terms of
Reference.

3. Development of a Model of Demand

There is very little data on the quantities of meat .
procured by households in Kenya. There are a few studies of
the patterns of household expenditure but no data on year by
year changes in spending in response to changing conditions.
We decided that the available data did not justify an attempt
to make new estimates of the response of spending on meat to
changes in income and the price of meat (income and price
elasticities of demand). Further, our review of earlier
analyses of demand showed that results were only available for
all meat and for beef. Expenditure on the meat of sheep,
goats and other animals was too-small to be reported
separately. Thus most attention will be given to the demand
for beef by households and the likely increase in the number
of households with the growth of popualtion.

Using the available contributions to demand analysis
we propose a model of demand for beef in Kenya. Our model .or
demand function will show the changes in quantities procured
likely to follow real changes in household incomes, numbers
in the household and the price of beef. Estimates of incomes,
prices and the size of households in some of the years since
1963 are then fed into this model of demand. The resulting
estimates of the quantities of beef 'bought' or procured are
compared with estimates of the level of beef procurement or
supply in each of the years studied. Having checked our
model as far as the data would permit we then use it to
project the level of demand in 1990 under various assumptions.

4. The Pattern of Household Demand for Beef in Kenya

All studies of the spending patterns of Kenyan -
households have selected either urban or rural: households.
Thus we propose separate models are needed for urbanlan Fie
rural households and these will be constructed: for;
meat == beef. Using separate models overcomes 3
of :the great.differences betwéen urban &nd ru:éi o ”'f;-h .
, thotr,ugnberlhip, levels of iincome’ and patteing of Jeke

otirement and the fact' that:these Hav ¢ ol IEah e
an:An rural houlehotdl*OVbr BNE BRIt I8 LS
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U!n additional data eolloctod in Mombasa’ aad lilu-n :
beef buy of non-African households is likely to Aiffer.

considerably from African households. Hindus for example do -
not eat beef. What is more the relative rmount of beef :
purchased by the non-African part of the population has fallen
considerably since 1963. Thus, three models are used for the
urban households, one for African, one for Asian and one for
Buropean households. The Asian and European models are very
simple as thexe is no Kenyan data and it is considered that
their beef buying has probably changed very little over the
years. It is assumed that Europeans would buy 40 kg of retail
beef per head per year in view of

e The pattern of meat consumption in
Western countries especially Great
Britain.

e The high proportion of income earners
in the European population.

e The generally high standards of living
of the European population and the
relatively low prices of beef.

The amount of beef bought by Asian households is taken
to be an average of 12 kg per person after allowing for half
the households not eating beef and the lower level of beef
consumption in other households relative to those in the
European population.

The model for expenditure by African households used by
Massell and Heyer (1969) and by the Central Bureau of
Statistics (Statistical Bulletin June 1972) was :

log E=a+blogY¥+ClogN+u

where : E is the household's expenditure on, say, beef
Y is the spendable income or total expenditure
of the household in shillings of constant value
N is the number of adult equivalents in the :
household - people under 16 years old counting
as half an adult equivalent.

a is a constant.

b is the income elasticity of expenditure on the
food - say, beef.

C is the corresponding effect of household size
on expenditure E.

u is the difference between the eatimated and

actual levels of expenditure on beef, the
‘error' term.

i TH rosultl of analysing household: oxpond‘ i
:‘;;§4¥£“£:;;:q this model are shown ifthe fir
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atities of mutton and othér ‘meat purchased.
6. ‘ipplication of the Model of Urban Beef’Demii

: : ‘Restimates of household 1nco-o|. houo.hold siso and’
‘the prices paid for beef were made and used in “he model for
each of the years 1963, 1964, 1967, 1970, 1974 and 1975, Data
for 1967 were used to estimate the constant term 'a' and the
model then showed the quantities of beef likely to be ‘
purchased in the other years.

The quantities of beef purchased or procured and the
prices are stated in terms of beef with bone as this is the
common way for buying beef. It is only in the shops licensed
to sell named cuts of beef that beef is normally sold
without bones. Elsewhere the butchers will usually refuse to
sell beef without its bones, selling all parts of the carcass
at about the same price. The retail price of low grade beef
on the bone is published in the Central Statistics Office
series of average retail prices and its maximum retail price
as specified in the Kenya Gazette.

a. Beef buying in Nairobi

Estimates of the quantity of beef purchased in
Nairobi can be obtained from studies of household
consumption and from estimates of supplies entering the city.
However, the latest published figures showing spending on
beef by Nairobil households are from the 1963 survey. The
middle income African households surveyed in July 1963 spent
Sh 38.50 a month on meat, beef expenditure being about
70 percent of this figure. Thus in 1963 households were
spending Sh 26.95 a month on beef and as the price was
Sh 3.44/kg of beef with bone, average purchases per household
were 7.83 kg a month or 94 kg a year.

Aldington and Wilson (1968) estimated the quantities of
beef supplied to Nairobi. We used their figure for 1967 and
deducted from it our estimates of the quantities purchased
by Aslans and Europeans to derive the quantity purchased by
African households. Our estimate, in Table II-2, that
African households purchased 88.6 kg per household refers to
all African households while the figure of 94 kg for 1963 is
only for middle income African households whose purchases of
beef would probably be higher than the average fiqgure.
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‘Population Number of.  Level:of: bogi Tbtal .LOF.
estimate housoholdl ] obi

African 327,000 83,846 8%, 6/‘nouuho1d:

_ ~ , = 22.7.kg/head.
Asian 75,000 15 kg/head'®)-
Europear . 21,000 : . 50 kg/head(ﬁ)
Total 423,000 22.7 kg/head
Notes :

(a) Derived from retail weights of 12 and 40 kg assuming a
carcass yield or retail cuts of 80 percent.

(b) Aldington & Wilson (1968) p.62 and 64.

b. Other Urban Beef Buying

: The level of beef buying in towns other than
Nairobi is probably lower than in Nairobi. This is not only
to be expected but may be seen in the analysis of data from
Kisumu and Mombasa collected by the 1968/69 Survey (Kenya
Statistical Digest 10 No. 2 p.7). Thus it has been assumed
that households in Nairobi buy 10 percent more beef than the
National average leaving urban African households outside
Nairobi buying about 10 percent less than the National
average.

c. Estimates of Household Size

The next step is to develop data on other parts
of the model, specifically on household size, household incomes
and beef prices. Household size was recorded in the 1969
census. The average size of households in towns with 2,000 or
more people was 4.2 persons, and in Nairobi 4.3 persons.
Estimates for other years were constructed by comparing:
estimates of the population and numbers employed in Nairobi
(Table II-3). The notable fall in people per employee since
1970 probably understates the change since then due to the
steep rise in the number of people earning a livelihood in -
ways other than formal employment as shown in data for the
Informal sector (Economic Survey 1976 p.39). There has also
been a slight fall in the proportion of children in the city
and this may be seen in a slower growth in primary school~
enrolment than in the city's population. We assume that the

' average consumption of urban households throughout: xenya has
. been similar to that in Nairobi as shown by the 1969 census.



URBAN ‘POPULATION, EMPLOYMENT AND HOUSEHOLD SISE'
"'BSTINATES FOR NATROBI AND ALL TOWNS 196275 ':

NAIROBTI . SIZE OF APRICAN HOUSERXDS
Pecple Nairob-1i -All Towns
Popu~ BEmploy- per : Nurber " Nustbex
000 000 (1) + (2) head head: head equiv. head equiv.
(1) (2) (3) (4) (5) 6) (7} 8) (9
1962 267 :
1963 293 ) 3.2 2.7
1964 321  149.9 2.14 2.1 1.0 3.1 2.6 3.2 2.7
1965 352 150.3 2.34
1966 346 152.3 2.53
1967 423 163.7 2,58 2.4 1.5 3.9 3.15 4.0 3.2
1968 464 163.7 2.83
1969 509 163.6 3.11 2.8 1.5 4.3 3.55 4.2 3.45
1970 546 164.0 3.33 2.9 1.4 4.3 3.60 4.2 3.5
1971 585 178.1 3.28
1972 627 192.3 3.26
1973 673 204.4 3.29
1974 721 227.0 3.18 2.8 1.3 4.1 3.45 4.1 3.45
1975 773 ... 2.8 1.3 . 4.1 . 3.45 4.1 3.45
Notes

Col. (1) Population - Annex Table II-1.2

Col. (2) Employment - Annual Enumeration of Employees,
reported in the Statistical Abstract.

Col. (4) to (8) Household composition for 1969 from the Census
in that year. Figures for other years were estimated.

d. Levels of Household Spending, Urban and’Rural

Estimation of changes in levels of spendable
income in African urban households poses many probalems. None
of the accessible statistical series measures changes in urban
incomes or urban expenditure. The main methods of estimation
that were considered were :

e To divide the 'Private Consumption'
figures given in the National accounts
between urban and rural populations.

e To use data on wages paid to urban workers,
especially those in Nairobi, and deduct an
estimate of income taxes paid.

\ It wal considered that use of data: on wages’ paidwwouIng
1gqprnrth¢ large changes that have occurred in the: ]
ﬁg, Vvh'urban incomes.. Wages, for example, do not:
&f-gexnings: from lcli employment. be it through propris




of ‘businesses such as shops or sarnings from the activities nut
ocovexed by the Series on employees' earnings. However, the
National Accounting approach required estimates of both
resources available for consumption in rural areas and also
urban consumption by non-Africans. Yet having made these
est’ w.ates as detailed in Annex II-2, it was found that ths:
results were in confqormity with expert opinion. Furthermore
these estimates referred to the same groups of people as were
covered by household budget studies and elasticity estimates,
namely African urban and rural households. Our approach also
takes cognizance of survey findings that a part of rural
household income is derived from non-agricultural pursuits.
It was not, however, possible to produce independent figures
for 1963 so 1964 data was adjusted back to 1963 by the change
in earnings from employment.

e. Conversion to Shillings of Constant Value

Deflation of prices and incomes to shillings of
constant value or purchasing power is the last step in
preparing data for use in the demand model. The middle income
index of consumer prices, Nairobi, was examined for this
purpose. The series was extended back to 1964 using figures
from the Central Bureau of Statistics publication 'New Lower
and Middle Income Cost of Living Indices, 1971'. This series
was then compared with the series of deflators implicit in the
National Accounts data for 'Private Consumption' at constant
1964 prices. It was found that differences between these two
series were less than one unit except in 1964 and 1974. The
prices of beef and incomes were then adjusted to shillings of
constant value using the middle income index of consumer prices
-~ Nairobi, with August 1971 = 100 (Table II-4).

TABLE II-4

MEASURES OF INFLATION AND BEEF PRICES IN CURRENT
AND CONSTANT VALUE SHILLINGS (Notes next page)

Middle income Beef-Constant Sh
index Inplicit DBeef-Current prices g9, _"105

of Deflator Low Sirloin Low Sirloin

Consumer for grade high grade grade high grade

Prices 'Private " on bone boneless on bone boneless
Year Aug 1971 =100 Consumption' Sh/kg Sh/kg - Sh/kg Sh/kgq
1963 83.0 3.34 6.75 4.02 8.13
1964 83.8 88.3 3.51 7.28 4.19 8.69
1965 85.0 3.75 8.49 ~ 4.41 9.99
1966 88.5 3.97 8.49 - 4.49 9.59
1967 91.0 91.8 4.56 9.87 5.01. 10.85

1968 91.6 4.56 9.87 4.98 10.78 -
92.6 5.27 10.82 5.69 11.68
94.8 94.8 5.34 11.76 5.63 12.41
I 100.0 5.87 11.00 5.80 10.91
105 0 105.4 5.84 11.00 5.56 10.48
"~ 118.4 119.4 6.40 12,28 5.40 10.37
134.7 137.0 6.40 12.60 4.75 9.35
199 6 7.23 - 12.93 4.53 810
71 1 7:.40° - 13.88 4.32 - J5 0§



feuxges and Motes
Niddle Inccme Index of Consumer Prices N
Souxce : Statietical Abstract and Central Rureau of
Statistics.
Note + Pigures arc for December in the year statea,

Isplicit Daflator
Source : Statistical Abstract : National Aeeountl, '‘Private
Consumption' (1964 = 100) as a percentage of the
same figures at current prices.

Beef Prices - Current : Statistical Abstract : Average retail
prices and Gazettud prices for later years. '

Beef at constant prices : Current prices divided by middle
income index of consumer prices.

7. Estimating Urban Beef Purchases from the Model

Having developed estimates of the size of urban
households, and the levels of spendable incomes and prices in
shillings of constant value, we insert them into the model :

logQ = a+ 0.4 log¥Y¥ + 0.282 log N - 1.2 log P

The figures used and the resulting estimates >f "Q",
the quantity of beef likely to be purchased by African urban
households, are given in Table II-5. Estimates of purchases
derived from the model seem to be in fair conformity with
the other figures we have found on urban beef purchasing. The
major discrepancy is that che model shows beef buying falling
between 1964 and 1967 when most of the other evidence indicates
a rise in beef purchases. However, from 1963 to 1967 food
prices rose almost twice as fast as other prices and thus the
deflated price of beef used might have been too low relative
to the prices of foods in 1967.

Alternative figures for deflated beef prices were
developed for 1963 and 1964 using the price of food in these
years relative to 1967 food prices. The resulting fiqures,
set (b) in Table II-5, results in the figures for beef
purchanes for households in 1963 and 1964 being slightly below
those for 1967.

The estimates of beef purchases by African households of
98 kg for 1974 and 107 kg for 1975 seem in keeping with
indications from other sources. Dividing these figures by the’
number of persons per household of 4.1 in 1974 and 1975
(Table II-3) gives an estimated purchase of beef per person
of 26 kg for African urban households in 1975.

We then decided to use this same model for making
projections of beef purchases by urban African households in
the absence of a better one.






in incosés siroe 1963 and the consequen
of further changes in. income on ‘besf pr

‘There are no estimates of the effects of changes in-beef

- prios’ on rural beef procurement. However, price changes are

1ikely to have a larger effect than in towns due to the lower
incomes in the country and we have assumed an elasticity of
-1.3. But at what price do rural households 'buy' their ‘beef:
In his 1972 article Massell uses a subsistence ratio to allow
for the price of food to some families being the price at
which they sell while for others it is the price at which' they.
buy food. We assumed that the cost of beef procured by the
ousehold is somewhat related to the price at which KMC buys
standard or third grade beef.
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Thus we propose a model of demand for beef by rural
households with an income elasticity of 1, a price elasticity
of -1.3 and have omitted the effect of household size as it is

assumed to be fairly constant.

The model for a rural household may then be written {
log Q" = a + 1.0 log ¥* - 1.3 log P*

where Q° 1is the quantity of beef procured by the
: rural household
Y’ 1is the spendable income of the household
in shillings of constant value
P~ 1is the price paid for beef also in shillings
of constant value

Only one survey report was found to show the actual
quantities of food consumed. Bohdal, Gibbs and Simmons
collected data for only two weeks in various areas, mainly
Central Province and Nyanza, over the period 1964-1968, as
part of a health and nutrition survey. Data from the
Integrated Rural Survey I is too aggregated to show
expenditure on beef or even meat but the data seems to be
consistent with procurement of beef in the range 5 to 8 kg
per person per year.

We have derived estimates of the quantities of beef
procured per year using data from our estimates of beef
supplies. Our estimate is that overall rural households had
about 8.1 kg per person in 1970 and 7.6 kg per person in 1975,
and further details on these figures are to be found in ‘
Annex Tables II-2.1 and 3.2. : L

Inspection of data relevant to the model of rural beef:
_procurement in Table II-6, shows that there was very littla.
variation in any of the data over the three years 1967, 1970
and 1975.  Further, the estimates are not accurate 'shough to
ich much significarce to the small ichanges seen i 00 s
Thus it wes decided to.rely on data fxom othes X,

that the model propossd dbove: desard
i il households i Keays.:
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of using shillings at 1975 values was, howsver achi
the cost of introducing a set of figures that appsar to.
differ from data in other tables where shillings of constant
valgo referred to their value in 1971, as for example Tables.
II-5 and II-6.

TABLE II-7

ASSUMED INCOMES AND PRICES (IN 1975 SHILLINGS)
AND BEEF DEMAND PER YERSON FOR 1990
Kg per person

BEEF PRICE ASSUMPTIONS IN SHILLINGS OF CONSTANT VALUE

Assumption Assumption Assumption
1 2 ' 3

Income
No change Price rise Price rise
. Assumptions in prices 20% plus 20% over 4
yrs then 1%
a year
Rural Sh 4.85/kg Sh 5.95/kg Sh 6.64/kg
A. No change
Sh 700 per
year 7.4 kg 5.7 kg 4.9 kg
B. Increase at
1.15% a year
to Sh 840 a
year 8.9 kg 6.8 kg 5.9 kg
Urban Sh 7.40/kg Sh 8.85/kg Sh 9.75/kg
A. No change
sh 4,120 per
year - 25.9 kg 20.7 kg 18.5 kg
B. Increase at
2% a year
to Sh 5,540
a year 29.0 kg 23.4 kg 21.0 kg

The following three sets of price assumptions we}e‘used s

e Assumption 1 : Prices unchanged from
1975. |

e Assumption 2 : Frices rise by 20% to
1990. : ' .

. Assumption 3 ': . Prices.
»thoir 1975¢‘ Y.



'porecnt prico riao nulltt the effe
;ladﬂl‘l on the demand for beef even thouqhhig,;g,
projected to rise 20 percant between 13
incomes to rise 34 percent by 1990.

The overall rate of growth of Kenya's pcoulaticn was
assumed to be 3.5 percent as agreed at the Firsi Panel. The
- resulting population projections,given in detail in Annex II-1,
were multiplied by figures of demand per person in Table II-7
to give the projection of total demand for beef in Table II-8.

TABLE II-8

PROJECTED DEMAND FOR BEEF IN 1990
WITH A POPULATION GROWTH OF 3.5 PERCENT

Price Asgumptions
Income 1 2 Pricg rise
Assumptions No Price rise 20% plus
Change 20% approx. 1% p.a.from 1980
Procurement 000 m.t.
A.
No change Rural 136 104 90
. Urban (a) 112 90 - 80
Total 248 . 194 170
B.
Increasing Rural 163 125 108
incomes Urban (a) 125 - 101 ' 91
Total 288 226 199

(a) Projected requirements ¢f African households plus 1,000 mt
for non-African households and 1,000 mt for Tourists.

Population growth, and its especially rapid increase in
urban areas, leads to a projected demand of 248,000 tons of
beef by 1990, nearly double the 1975 figure of 131 000 tons. .
The assumed increases in incomes adds a further 40,000 tons to
give a projected demand of 288,000 tons (B.l) - a percentage
rise of 120 percent over 1975. Then if prices were to rise by
20 percent from their 1975 level in shillings of constant .

value, the projected demand would be reduced to 226,000 tons
(B.2), 70 percent higher than in 1975. 1If there were to be an
additional price rise of one percent a year from 1980 to 1990
making 31 percent in all, a demand of 199,000 tons is
projected (B.3), still 52 percent higher than in 1975

- We examined the effects on the projection. of‘a diff.ront‘

'rlto of population growth. Instead of the middle Y )
Ate of growth of 3.5 percent used in: ‘Table .

3.8 percent a year being . the higl

likely rates of population growth:.: T




population growth raisés the projected:ds
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"TABLE II-9

.~ PROJECTED DEMAND FOR BEEF IN 1990 '
WITH A POPULATION GROWTH OF 3.8 PERCENT

Price Assumpiions
2 3

1
Income Price rise
Assumptions No Price rise 20% plus
‘ : Change 20% approx. 1% p.a. from 1980
Procurement 000 m.t. '
A.
No change Rural 143 110 95
Urban 110 88 78
Total 253 . 198 .73
B.
Increasing Rural 172 131 114
incomes Urban 123 - 99 89
Total . 295 . 230 203 .

10. Sheep and Goat Meat

Closely associated with the market for beef is that
for sheep and goat meat. Not only do these animals compete
with cattle for the same forage but they are usually considered
to be in competition with beef in meat markets. Thus if only
beef prices rise, more sheep and goat meat will be sold.

At present the amount of sheep and goat meat and offals
bought in towns is much smaller than the amount of beef
purchased. Due to its minor importance, relative to beef,
expenditure on these meats has not been stated separately in
household expenditure surveys. However, sheep and goats
provide considerable quantities of meat and offals, notably
in the rural areas as shown by Table II-10. : '





















~'yehz) and revenves (around Ksh 30 million per year), ' Selow
- a¥e cCamants on cartain entries in Table II-132) chtained ix:
- dlacrasions with KNC marketing personnel. They are included”
because they add flavor to the statistics and throw some lighe

on current status of KMC export marketing, which is discussed
in much mores detail in subsequent sections of the report.

Cormments on Table II-12A

e KMC's Marketing Manager states that KMC
can now sell frozen beef to Austria and
Switzerland. Shipment to Switzerland
has stcpped, but may be resumed.

e Shipments to Greece have diminished, but
discussions in late December 1976 may
revive them.

e Ivory Coast was a new market (in 1976).

. o Liberia -- new market in 1976 -- Ministry
of Agriculture wanted to see a sample.

e Shipments to Libya stopped in April 1976,
because :

o Libya found a cheaper source,
according to KMC.

o Payment took 3 to 4 months
== "through a New York bank and
around and about”.

o Libya claimed lack of confidence
in the genuineness of KMC Moslem
slaughter ritual certification.

e KMC states that, "Any time we want to
take the kind of price they are willing
to pay, we can go back with Libya."

e Regarding Nigeria's 50 percent duty on
meat, the Marketing Manager states
that the Nigerian State Trading Company,
which imports meat, is subsidised to
cover that. KMC is now sending 7 tons
a month by air to Nigeria.

e To Qatar, a 39-ton plane is used. It
is a problem getting the big plane but
KMC is now ".. very very out for Qatar
and hopes to sell 40.tons per week of
FAQ and Choice sides."

e Shipments to Zaire stopped in March 1976
and will resume when Zaire has money.

e South Yemen has made up fgr the loss of
Libya.















'Dried bovine and

) equine
hides and skins (211 101)

Wet salted bovine and
equine hides and skins
(211 103) :

¥Wet blue chrome bovine
and equine hides and
skins (211 104)

Wet salted calf and kip
skins (211 202)

Dried goat and kid skins
(211 401)

. Pickled goat and kid
skins (211 402)

Wet blue chrome goat and
kid skins (211 403)

Sheep and lamb skins
with wool on (211 600)

Sheep and lamb skins
without wool - dried
(211 701)

Sheep and lamb skins
without wool - pickled
(211 702)

Sheep and lamb skins

without wool - wet blue
chrome (211 703)

Total value

812,489

57,403

84,820
2,072
969,555
6,000
1,404,669

85,689
481,900
72,837

705,507

9,191

5,638
23
5,357
41
11,538

1,617
3,475
318

3,702

4,263

6,972

30

14,149

94

18,862

744

6,057

548

6,658

96,122

Source : Annual Trade Reports 1973, E.A. Customs &
Excise Department. ‘ '



of, and comments on, various forecasts and: pm::loci:i
possible future msat production and consumption’ for eortnin,
mostly meat-deficit areas and countries of 1ntorolt to Kcnya‘

The data, projections and forecasts given 1n thelo ‘
sections are based mainly on information provided by the FAO .
in a variety of reports and publications studied. Other
sources were also used, as noted. 7Tt should be stated that
the methodologies and assumptions bachind the material used
were not uniform and varying forecasts for the same items are
available to anyone who reviews a variety of gources.

Actual developments, such as changes in agricultural
policy, unforeseen economic developments, and even weather,
will inevitably differ from those assumed. Hopefully, the
projections indicate directions and orders of magnitude that
can be helpful in picking target markets where developments
can be closely watched, and specific market opportunities
explored. The projections also make clear that there should
be an adequate and growing market for Kenya if it can be
exploited.

(1) Africa as a Whole'(Excegg Southern Africa)

Before dealing with the projections for
individual African countries, it may be of interest to examine
the projections of the FAO Intergovernmental Group on Meat for
Africa as a whole. The FAO Group projected (in 1974) that
Africa as a whole, except Southern Africa, would be a net
exporter of beef and veal in 1980, and a net importer of lamb
and mutton. Eastern Africa would be a net exporter of both
categories. The data, including our extrapolations to 1990,

are given in Tables II-1l3A and E.











http:onsumption.15



http:Andiv.dL

"‘-,’ é« PR ,;?:

s ey ‘Migeria 187an ecesoals GLENE Whone
" gtoss naticesl preduct is’ equil to allithe rest of Mlack

" Africa combined. ' While:the ‘country's ‘redent spending :
- may ‘lead to a tapering off of the rate of increase O g
the oil-fed boom continues. ‘

The Intergovernmental Group on Mesat 1. projects that ~
Nigeria's total demand for beef and veal, mutton and lamb, .pig
meat and poultry will each about double by 1380 over 1968/69.
The report does not give production estimates, but does say,

» . at the present rate of growth in food supplies, Nigeria
will not be able to meet its domestic requirements. Major
production improvements Or ;ggorts will be necessary to
improve or even to maintain the present level of meat
consumption.” The report comments on the lack of reliable
data for use in making supply projections.

Chemonics has attempted to make projections of production,
consumption and import requirements for Nigeria to 1990, based
on the data provided by the Intergovernmental Group on Meat
and other sources. Figure II-2A has been prepared to show the
possibilities.

This figure contains two arbitrary supply (production)
projections for Nigeria to 1990, one assuming a 50 percent
increase in production, from 173,000 tcus in the 1968/69 base
period to 260,000 tons in 1990, and cne assuming a 100 percent
increase -- to 346,000 tons. We wculd expect even the former
to be optimistic from Nigeria's point of view.

The demand projection for 1980 is 420,000 toms. -
Extending the 206,500 tons (196§69) through 1980's projected
420,000 tons, and on to 1990 would give about 600,000 tons
"projected" demand. Reducing this latter figure by 10 percent,
and also by 20 percent (see figure) results in a possible 1990
demand for beef and veal in Nigeria of from 480,000 to
540,000 tons.

The figures just mentioned should be referred to as
possibilities perhaps, rather than projections. However, when
the highest production "possibility" is subtracted from the
lowest "demand" possibility (480,000 tons, minus 346,000 tons)
one can easily foresee beef and veal import possibilities of
134,000 tons, or 4 times the 1968/69 amount (of 33,000 tons)
by the year 1990.

1. PFAO Summary of Selected National Meat Production. an@ =i:i'

"~ ;Dsmand Studies and Comments on the FAQ Meat Production and:
‘Demand Projections to 1980. Committee on Commodity “: !
Toblems, Intergovernmental Group on Meat. ' CCPIMR:

_—
v

t1975.

RAEABY
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210 thousand tons by 1990 assuming data from the Inter-
governmental Group on Meat and assuming the alternative
production and consumption percentage increases used in the
beef and veal example.

Nigeria is also quite likely to require significant
imports of pig meat and poultry. Again, using the basic
projections of the Intergovernmental Group on Meat, we can say
that should Nigerial production increase by 50 percent between
1968/69 and 1990, by 1990 the Country would need to import
28,300 tons of pig meat. 1In the case of poultry, should
projected increases in consumption take place to 1990, and
should 1968/69 production increase by 50 percent during the
period, required imports would be about 112,000 tons.

Summing up the Nigerian market situation, the Country is
quite likely to be a major importer of beef and veal, mutiocn,
lamb ‘and goat maat over the years. It may also bea * =
- significant importer of pig meat and poultry, but thé Cluntry
~ 4s:better able to expand production of these items thai the

oShei’ animals, so the projections must ba tre&dssImtitdy;




(b) Zaire

Saire has been a significant market
for Keaya in the past, with over 800 tons shipped in 1975, The:
Countxy curriently has serious payment difficulties, mostly
because of the current fall in tha price of copper. It should
be a good potential market for the future. Unfortunately, none
of the material gathered for this study provides a basis for
specific projections.

(c) Uganda

Uganda is also experiencing severe
payment problems, but, according to data from the Inter-
governmental Group on Meat, projected to 1990 for this study,
should offer a large market for the future.

Meat (mostly beef) production and demand projections are
shown below for Uganda, along with estimates of 1970 production,
net trade and total consumption.

TABLE II-15
UGANDA : MEAT (MOSTLY BEEF) PRODUCTION, TRADE AND

CONSUMPTION IN 1970, AND PROJECTIONS FOR 1980 WITH
ITEMS EXTENDED TO 1990 BY STRAIGHT LINE

Item 1970 1980 1990
('000 tons)
Production 49 52 55
Net Trade 24 41 63
Consumption 73 93 118
(d) Egypt

Although traditionally a
"Middle East" country, Egypt is located in Africa. Further,
and as a matter of considerable interest, it is a country in
which there is a definite consumer preference for becf over
mutton, lamb and goats, in contrast to most other Middle
Eastern countries. As such it is a potentially interesting"
market for Kenya. Table II-16 below gives basic projections
for 1980 and 1985 taken from unpublished sources, and extended
to 1990 at the same rates of change.
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COMSUNPTION, n«-n Amm. "AND PR ™
1980 WITH ITEMS RXTEMDED 70 1990 BY .nmm,:z.m

Item 1969=71 Av. 1980 990
| (000 tons)
Production 89 91 93
Net Trade 48 89 130
Consumption 137 180 223
(b) Italy

. Italy has been a significant importer
of beef and vcal and a lesser importer of mutton and lamb for
years. It appears that import requirements for both will
increase, and FAO and Italian Government projections reviewed
make this clear. However, in reviewing these projections, we
find that they may be too high. Although, in 1967, per capita
Italian consumption was 87 percent of the EEC average,
published projections for 1980 are based on per capita
consumption above the EEC average. Since we see no reason why
this should be the case, we have reduced the projected values
to retain the 87 percent figure. The projections below are
made on this basis. It should also be noted that Italy
imports a high relatlve percentage of veal compared to most
countries; about 30 percent of normal beef and veal imports
are veal. With regard to mutton and lamb, total consumption
figures are very much smaller, but Italy is projected to
import more than half of her requirements by 1980..

TABLE II-2]1A

ITALY : BEEF AND VEAL PRODUCTION, NET TRADE AND
CONSUMPTION IN 1967, AND PROJECTIONS FOR 1980
WITH ITEMS EXTENDED TO 1990 BY STRAIGHT LINE

Item 1967 1980 1990
(*000 tons)

Production 667 1,009 1,365

Net Trade 443 481 501

Consumption 1,100 1,490 1,866






(@) SvitmElia

P Switserland may be of special
_intezest becauss of past trade with Kenya and because it is
Tequiremeats Pegaraing shateols Ameip s v cract I,

’ reg P : .’ - JEAtS
facilities for suspect meat. Accordz:q to the projections
derived from the Intergovernmental Group on Meat, Switserlana
is not expected to become a major importer of beef and veal;
but inmports will continue and be large enough to be of :
interest to Kenya. '

TABLE II- 23

SNITZERLAND : BEEF AND VEAL PRODUCTION, NET TRADE AND
CONSUMPTION, 1969-71 AVERAGE, AND PROJECTIONS FOR
1980 WITH ITEMS EXTENDED TO 1990 BY STRAIGHT LINE

Item - '1969=71 Av. 1980 1990
('000 tons)

Production 131 167 213

Net Trade 36 39 41

Consumption 167 206 254

(el United Kingdom

The Intergovernmental Group on Meat
reports an FAO projection for 1980 indicating an import
requirement for 165,000 tons of beef and veal, and another, by
the Government of the United Kingdom itself, showing net
exports of 37,000 tons. Although this is a wide variation,
both figures are much less than the 483,000 tons of beef and
veal imported annually by the U.K. in the 1969/71 base period.
The consensus of all authorities checked is that the United
Kingdom is moving toward self sufficiency in beef and veal
production.

However, virtually all the Kenya's meat exports to the
United Kingdom are in the form of tinned corned beef. In
terms of tonnage, the amounts are small but the approximately
Ksh 30,000,000 per year represented by this tonnage are
important. The maintenance of these exports is not really a
function of the U.K.'s overall meat balance but rather the
continuing demand for this specific product. It is a popular
belief that the long term trend of demand for this product is
downward, since it is a product of interest mainly to lower
income people, but given Britain's economic difficulties which
may result in decreased standard of living in the next few
 yOars, we are not certain that such decreases will ececur.






TABLE 1X-25

SOVIET UNIOM : BERP AND VEAL PRODUCTION, NET TRADN AMD
COMSUNIIION, 19€9-71, AND PROJECTIONS TO 1980
WITH ITEMS BXTENDED TO 1990 BY STRAIGHT LINE

Tten 1968=71 Av. 1980 1990
('000 tons)

Production 4,675 5,592 6,689

Net Trade 75 745 1,765

Consumption 4,750 6,337 8,454

3. Conclusions

a. Gross Import Projections, Selected Countries

The previous sub-section, Sub-section 2,
provided a number of projections for production, consumption
and net trade for beef and veal, lamb and mutton and sometimes
goat meat for selected countries. The countries were selected
because they are in East Africa and/or because they appear to
be possible export markets for Kenya. Here we aggregate the
projections for net trade for most of the countries discussed
above, omitting a number of countries with minor trade
projections, and the Soviet Union, because the very large
import requirements pProjected are very questionable and would
distort the totals.

Table II-26 below provides the summary or aggregate
figures for beef and veal. It shows that, of the countries
selected, the European importers accounted for most of the
total net imports in 1969/71 but that Africa and the Middle
East will take a growing proportion of the net imports in 1980
and more than half in 1990. East Africa, notably excluding
Kenya, is projected to be a growing net exporter of beef and
veal. The net import figures shown in the table are :

1969/71 783,000 tons (mostly Europe), 1980 969,000 tons and
1990 1,903,000 tons. Excluding East Africa, a net exporter,
the net import figures are 1969/71 797,000 tons, 1980
1,164,000 tons, 1990 2,411,000 tons. Again, based on the
projections, if one assumes that East Africa's net exports all
go to the selected net importing countries, then the first set
of figures above would be the required imports from outside of
the countries covered, that is, from traditional large meat
exporting countries.

These are very large figures indeed, especially those for
1990. They may well prove to be very much off the mark, but
may indicate orders of magnitude. 1In order to check on their
pPlausibility as part of overall world beef and veal production
and export trends, the data in Table II- 27 1is of interest.

It shows 1975 world beef and veal production as about

40 miliion tona, a figure which increased at an average annual
.oate of 2.4 parcent 1965-75. World groes exports in 1978 were
about 5.6 million tons, having increased by an average annusl
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ANNEXES



19621975, PROJECTED TC 1990

l\eoanns of population in Kenya wa-'tnkon in 1962 and
1962. The 1969 census provided additional information of . .
particular interest to this study such as B

e Datails of the population in aliltownl
with 2,000 or more people.

o Details of the average composition of
households in Nairobi and all towns
with 2,000 or more people.

In Annex Table II-1l.1 the population in towns of 2,000
or more has been entered as Urban and the rest of the
population in each district ente~2d as Rural.

The rate of population increase continues to rise in
Kenya. A middle of the range figure of 3.5 percent growth per
year in the National pupulation was adopted by the study at
the first panel. However, urban population is projected to
grow at 7.2 percent per year from 1969 to 1980 and at
6.2 percent thereafter. Within this general growth in urban
population, the population of Nairobi is projected to grow
at 7.2 percent to 1985 and at 7 percent thereafter. These
projections are of the same order of magnitude as those in
the Nairobi Urban Study Group Report 1973, Vol. II, tables
1.8, 1.9 and 1.12, 1.13. 2fter deducting the urban population
from the National population, rural population is found to
grow at figures close to 3 percent a year.

We have not distinguished between districts in applying
the assumed rates of population growth except for districts
in the Northern Region. For Districts in the Northern
Rangeland Region, our view of the very limited scope for
increases in livestock production for these mainly pastoral
people cautioned against projecting any growth in the human
population beyond the numbers estimated for 1975. Our
projection of the population in the Northern Region was thus
for 870,000 pecple in 1990 but with an increase in urban
population by 15,000 to a total of 70,000, and rural
population decreasing by 16,000 to 800,000.

Thus the projection for 1990 shows a National population
of 22,535,000 of whom 18,303,000 are rural mainly in the =
Small Farm Regions (16,044.000). Urban areas are projected to
have a population of 4,232,000 of whom 2,173,000 are projected
to be in Nairobi. o
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ESTINATION OF RESOURCES AVAILABLE FOR COMSUMPTION
IN BURAL AND URBAM HOUSEHOLDS 1964 - 1975

Bstimates of the resources available for cousumption .
were required for the model of demand. These estimates vere
derived by using the National Accounts to estimate the
resources available for consumption in rural households and
then deducting these figures for the entire economy as in
Annex Table II-2.1. -To arrive at the resources available for
consumption in Urban African households it was decided to
estimate the earnings of other non agricultural employees as
these were more accessible from the Annual Enumeration of
Employees, were of declining importance and were also easiest
to adjust to an urban basis. It was decided that the possible
overestimation of consumption b, non-Africans from using
earnings figures would probably be counterbalanced by the
underestimation of their incomes through using data from the
Annual Enumeration of Employees.

ANNEX TABLE II-2.1

DIVISION OF RESOURCES AVAILABLE FOR CONSUMPTION
BETWEEN RURAL AND URBAN HOUSEHOLDS. K€ 000,000

1964 1967 1970 1972 1974 1975

Rural

GDP at Factor Cost:

Product outside

monetary economy 89.0 107.0 119.6 146.6 175.7 220.9

Monetary economy

Agriculture,

Forestry, Fishing 55.8 60.0 77.3 94.4 129.9 136.1
Total 141.8 167.0 196.9 241.0 305.6 357.2

Deduct capital

formation and

change in stocks =-12.3 <-17.3 -41.8 =27.5 =46.4 -40.0
Government (@ 50%) 21.3 26.5 38.2 52.° 68.0 79.3
Building and

Construction

(@ 33.3%) 2.3 4.2 5.6 8.1  14.5 15.2
et e 153.1 180.4 198.9 274.3 341.7 411.7
g;::"mpmnm 92.7 112.8 145.8 182.6 299.1 321.6
g:::;;ﬁ::“ 245.8 293.2 344.7 456.9 640.8 773.3

(l) By 4ifference.
’l‘txel of data : National Account as publinhod An Stagissienl
rtnoe and Bconomic Survey. 1976. ’










HORY, TNE T1-3.2
YERP FROCUNDMENT 1978

bt Human Rats of ‘ 2
Mt | supplise] POPAlation | procurement | Total Procuremsnt
fraa from | Urben|Rural |Urban | Rural | Uxban Rural

District! othex -
slauchter| Regicns (8)+(4) | (5)x(3) | (1)+(2)=(7)
000 mt | 000 mt 000 kg. per head 000 mt
(1) (2) (3) | (4) (5) (6) (7) (8)
N% 4.4 ss| 815| 26 | 3.7 1.4 3.0
Southemn 5.5 -2.4 4] 250 26 8.0 0.1 3.0
Total
Range R 9.9 2.4 59| 1065 | 26 | 5.6 1.5 6.0
Small
Fam R
Coastal 4.4 | -1.0 391 717 | 26 | 3.4 1.0 2.4
Eastern 16.7 | =5.6 3512160 | 26 | 4.7 0.9 10.2
Central 8.1 | =2.0 68| 1952 | 26 | 7.3 1.8 14.3
Rift A 12.5 - 361184 | 26 | 9.8 0.9 11.6
Nyanza P/  26.8 - 66| 2489 | 26 |10.1 1.7 25.1
Westerr @ 14.4 - 16/ 1578 | 26 | 8.9 0.4 14.0
Small 92.9 | -8.6 260l10080 | 26 | 7.7 €.7 77.6
Farm R
Large
Fa R 11.0 170| 667 | 26 | 9.9 4.4 6.6
Nairobi| 14.1@|+11.0)8 770 - | 28.6 22.0 -
Marbasa +3.5)0 3715] - | 17.6 6.6 -
—
Grand
Total 127.9 |+ 3.5 1634J11812 | 26 | 7.6 | 41.2 90.2
Notes :

Col. (1) From Annex Table III-1.6. (a) from Table III-1.7.

Col. (2) Estimates of movement of meat. (b) Total of meat moved into
Nairobi frowm nearby districts. (c) From KMC.

Col. (3) and (4) Annex Table II-1.1

Col. (5) Urban rate of Procurement
Data from model of demand, Table II-5,
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SUPPLY OF LIVESTOCK
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‘SUPPLY ‘O LIVESZOCK

A. Introduction, fHiources and Problems
1. Introductory Comments

This chapter is the central one in the whole report.
It deals with the supply of livestock, which is the key issue,
since the supply is in part dependent on land availability,
which is decreasing, and, with domestic demand increasing and
with reasonably attractive export markets projected to be
available, it is vital to increase the supply of livestock
available to these markets.

The discussion is based on three sets of supply
projections. In the course of developing the three sets of
projections, we must deal with current livestock development
policies as we see them, make our rather extensive
recommendations on policy, and most important and difficult,
estimate the effect on supply to 1990 of both existing policy
and our recommended changes if implemented.

The three projections developed are (1) supply
projections based on land availability and current practice,
(2) revised supply projections based on our interpretation of
current livestock policy and the assumption that these
policies would continue without change and (3) further revised
supply projections assuming that our recommendations are
implemented.

~

2. Sources and Problems

A very wide range of sources has been used to carry
out the work of this chapter. For our estimates of current
(1975) livestock and meat production, we have made extensive
calculations using data on hides and skins production,
movement of animals between districts with veterinary
permits, KMC slaughter data and other raw data.

For basic projections, we have used an approach based
essentially on land availability. All land in Kenya has been '
classified into ecological zones, I through vil., and for each
we have adopted an animal carrying capacity in livestock units.
The first priority land use in the higher rainfall ecological
zones especially, is cultivation of crops. The balance of the
l1and suitable for agriculture, after deducting requirements
for cultivation, is the land available for livestock productim.

1. Pirst developed in Pratt, Greenway and Gwynne, "A
Classificetion of East African Rangeland” in the Journal
‘of Applied Ecology, November 1966, pp. 309-393,;&hq;§1ﬂc.;
‘modified. o R
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We Lived made calculations on this basis for 197Q and 1%7%,
and then 1990. For 1975 we also have: estimates of actual’
nusibers of livestock in each district and these data have
been factored in. For our basic projections of livestock
supply for 1990, we make certain asaumptions regarding the
utilization of available grazing land, basically that, -
assuming current practice, available land in each region will
be used to the same extent it is now used.

Existing policies were developed in two ways. First, we
atzempted to determine what Kenya's broad policies in the
livestock and meat area were. A list of such policies was
made up and presented to the first panel meeting on the study,
November 11, 1976. Modifications were suggested. The
original list and the modifications as received are included
in this Chapter as sub-section D.l. It is clear that they
only serve as a backdrop to more detailed policy discussion.

Detailed description and discussion of present livestock
policy was worked out as follows. The various specialists on
the study team examined the existing status of the various
elements of livestock policy, such as social policies, cattle,
sheep and goat priorities, animal health, ranch development,
rangeland development, transportation and stratification,
pasture improvement and pricing. They held discussions with
officials of many differert agencies and organisations, in
Nairobi and the field, with producers and with others. They
reviewed reports and they travelled throughout the country
to observe first hand livestock policies being implemented.
On this basis, they came to conclusions as to present and
projected de facto livestock policy.

For each policy area, we have attempted to determine the
supply impact of present policy, that is, the effect of
present policy in the area on the basic supply projections.
This can be done in only the broadest way, of course, since
there are many factors which must be estimated. These
estimates normally assume that all other policies remain
unchanged. However, it is clear that there is considerable
interaction between policy areas, with price policy perhaps
the most important in this respect.

Our policy recommendations have been done in much the
same way as our determination of existing policy. The
specialists have made recommendations in their respective
areas and these have been consolidated and an attempt made to
determine the supply impact of their implementation. The
third set of supply projections is made on this basis.



. Eztinates of output were Gonstructed to mest the foliowing::
obilectives @

e To show the contribution to meat
supplies beiig made by the different
regions of the country and by the
three species.

e To provide a base for examining the
effects of various policies and for
making projections.

e To provide data for estimating the
pattern of supply utilisation and the
levels of meat procurement in each part
of the country.

Attainment of each of these aims was central to the tasks
set out in the Terms of Reference and thus much effort was put
into output estimation. Our approach, described in Annex III-1,
was to use data on hides and skins output and the movement of
livestock between districts, following the approach used by
Spinks (1966) and Aldington and Wilson (1968). We put most of -
our effort into making estimates for 1970 and 1975.

1970 came at the end of a series of years favorable to
livestock production while the drought of 1971 marked the
start of a series of years of poor plant growth in many
range areas, culminating in 1976. These changes in output
over the years are illustrated by annual data on the output
of hides (Figure III-1) and sheep and goat skins (Figure III-2).
The temporal pattern of output of sheep and goat skins
resembles that of cattle even though sheep and goats are less
affected by dry conditions than cattle. Yet the greater
resistance of sheep and goats to dry conditions leads to them
being used as a reserve to meet times of crisis in the cattle
economy. Diseases, such as Contagious Caprine Pleuro
Pneumonia, may also account for part of the large fluctuation
in the output of sheep and goats.

1. Beef Output

: Our estimates for the cattle population in 1970 is
8,716,000 head, and for beef output 115,200 tons. For 1975,
these figures are estimated to have increased to a population:
of 9,697,000 and a beef output of 142,600 tons. Table III-1
provides the details.

There appear to have been dramatic changes in the pattern
of beef populations and output between 1970 and 1975. The
estimated population of cattle in the Small Farm Regions has
iacreased by nearly 2 million head. On the other hand. the -

_ gsenty data on the Range Regions indicates a fall ini:recorded.
output and cattle populations. The fall in cutput Zrom th:
rsuoe regions is probably 4due to the lack of rain and 7isnk,
giowth starting with the drought in 1971,  Thus incraredd.
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. Output fvom sheep and goats was estimated for 1970 -
and 1975. Our estimates in Table III-2 show (A) theé output
of weat and offal and (B) the output in terms of carcass cold
Based on CDW, output is estimated to have
increased from 27,340 tons in 1970 to 42,190 tons in 1975.
The upward shift in numbers and output of sheep and goats

dressed weight.

from 1970 to 1975 is similar to that of cattle.

However,

there are interesting differences in the composition of
output. In the Range Regions sheep ané goat production is

estimated to have risen while cattle production fell.

This

has further increasci the contribution of sheep and goats to
rangeland output and they now produce almost as much meat

and offal as cattle in the Range Regions.

The contribution

of sheer and goats in the range regions to National output
has fallen but at 26.3 percent in 1975 was twice the

contribution of rangeland to cattle output (13.5 percent).
Large increases in output were also recorded in the other
regions. However, we have not been able to establish the

reasons for this upward shift in output.

It appears from

Figure III-2 that part of the rise might simply be a return
to earlier levels of population and output rather than
entirely new growth in the numbers and output of sheep and

goats.

SHEEP & GOAT POPULATION, OFFTAKE
AND MEAT OUTPUT 1970 & 1975

TABLE III-2

Output
(a) (B)
Population Offtake Meat & Offal Meat CDW
000 head 000 head 000 mt 000 mt
1970 1975 1970 1975 1970 1975 1970 1975

Range Regions '

Northern 2827 3678 | 474 566 |12.4 14.3 8.15 9.40

Southern 855 850 | 143 128 | 2.9 2.6 1.91 1.71
Total Range R 3682 4528 | 617 694 |15.3 16.9 }|10.06 11.11
Small Farm R

Coastal 363 744 71 140 1.3 2.7 0.85 1.77

Eastern 1607 1879 360 737 | 7.1 14.6 4.67 9.59

Central P 697 1211 ] 109 207 | 2.8 4.5 | 1.84 2.96

Rift A 1553 949 280 311} 5.6 6.3 3.68 4.14

Nyanza P 1000 1718 | 206 454 3.9 8.6 | 2.56 5.65

Western P 203 245 34 98 | 0.7 1.9 | 0.46 1.25
Total Small
Farm Regions 5423 6746 | 1060 1947 | 21.4 38.6 14f06v25.36
Large Farm R . 435 566 | 159 226 | 4.9 8.7 | 3.22 5.72

. TOTAL 9540 11840 | 1836 2867 | 41.6 64.2 | 27:34 42.19
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~Capdinal' to our view of the courss of: l1vestook  proguc

in'Kenya are projections of land use and agriéultural =
productivity. We see the amount of meat produced as dependent
ont '

e The amount of land of each level of
agricultural potential available for
livestock production.

e The productivity of eich of these areas
of land in terms of its output of
animal nutrients, especially energy.

e The utilization of the available feed
by domestic livestock and the
efficiency of its conversion into
animal products, especially meat and
offals.

-

We have concentrated our attention on domestic herbivores
-- cattle, sheep and goats -- as they can produce valuable
food from feeds that are not eaten by the human population.
Furthermore, the production of forage for herbivores can
either form a part of an efficient cycle of land use to
maximise the output of human food as demonstrated by Kitale,
or the forage comes from areas of low potential for
cultivated crops. ' We make little mention of meat from non-
herbivores like pigs and poultry. We acknowledge that pigs
and poultry do contribute to the supply of animal protein but
a large expansion of output of meat would lead to them
competing for foods against the needs of the human population.
There is thus no great scope for using pigs and poultry to
achieve a large increase in the supplies of relatively cheap
meat.

1. Analytical Approach

Oour methods of projecting land use are similar to
those used by the Town Planning Department and discussed by
Mbithi and Barnes (1974, p.37-48). However, realising that
highly productive land will become increasingly scarce in the
face of rapid population growth, we have not projected an
increase in the amount of cultivated land per person in
farming, except to compensate for extension of cultivation
onto land of lower agricultural potential. Our projection
methodology, described in Annex III-2, projects the increase
in areas of land put under cultivation with the increase in
population up to 1990. There will thus be a continual
. reduction in the amount of land available for livestock

_production, especially in regions of high agricultural
potential. However, current upward trends in productivity of
‘the livestock sector will probably make up for scme of the '
‘reduction in grazing land. We see trends favorable to- o
.Ancreased productivity as : , S o



‘o Increased planting of land to highly..
productive grasses and fodders, and

e B8killful management of temporaxy and
permanent pastures that seems to have
enabled farmers in some high potential
areas to support high levels of S
livestock activity per hectare.

We consider these trends a naturul result of increased
cropping and land pressure on livestock production in the
high potential areas, and therefore consider them compatible
with our "present practice"” assumption.

In order to assess the present situation and make a
projection to 1990 we assembled and analysed data on the
following :

e The rural population in each district :
estimates for 1975 and projections to
1990 as in Annex II-2.

e The area of land under cultivation in
1975 in each region.

e The area of land in each of the ecological
zones depicted on the map on the
following page, and the amount left after
deducting land under cultivation, housing
or otherwise unavailable for producing
fodder.

e The livestock carrying capacity of land
in each ecological zone using estimates
of the number of hectares required to
sustain a livestock unit of one 450 kg
cow and her calf. For example, for
Zone II, 0.6 ha. would be required per
1ivestock unit compared with 42 ha. per
livestock unit in Zone VI. Higher levels
of livestock carrying capacity were also
assigned to the increasing areas of
fodder and intensively managed grassland.

e The numbers of livestock and their food
needs expressed in L.u. for each region.
Thus it was calculated that a typical herd
of small East African Zebu cattle had a
feed requirement of 0.29 Megajoules per
head equivalent to 0.49 L.u.

e The amount of meat produced in each
region and hence meat production per L.u.

.. The results of these calculations are set out in Tazble.
-32I-3..  In the next two sub-sections we indicate the;major.
points and make somo analysis. o o
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contribution of shoep eand goats i6, in large measuis, 2 yomale
of tho rotativaly low priority which has been placui on thin
avpest ¢f tho indvustry in Eenya. One nead only lowik ab tha -
relative nupbor of projects and sums spent for the

developnent of shuep and goate as compared with cattle. %“hare
has Leon, to our knowledge, only one significant sheep and

goat project carried out in recent years and that, although
succerafnl, i coming to an end.

pieg oa this point are given in Section C above ane
spg Qu thie raport. Wa belicve that tho velotivaly snall’

We balieve that ona of the reasons for this relatively
low priority is the lower degree of interest, traditionally,
displayed by the African herdsmen in smallstock. Traditionally,
smallstock has been the province of the women in the family
while the men managed the cattle.

The priorities have resulted in a lower than optimum ratio
of smallstock to cattle in Kenya and, therefore, to lower
overall meat production. In Section F below, where we make
our recommendations, we recommend greater emphasis on
smallstock on the basis of our analysis of the most economical
sources of animal protein.

We might also note that there appears to be a growing
belief in Kenya that the past priorities have been somewhat
misplaced and that sheep and goats should have a hijher
" priority.




©. Mnimal Healt.
{3) - gsnezal Commento.

- Animsl healih was not: listed ppecifically
in tha Yoreoz of Referenze us a pelicy area to boe coversd.
However, we have chosen to include ii becauss of 1tg
importance as a factor in livestock production and thersfora
the supply of livastosik. ) '

Animal diseases constitute one of the most important
constraints on an efficient and profitable livestock industry.
In Kenya, disease lossz is probabkly between 30 percent and
40 percent, although we have been able to obtain no official
or vesearch-based figures on this point. If malnutrition and
"hollow belly” are included, the loss percentage would be
still higher. And these high loss fiqures are in spite of
Kenya’'s having one of the best Dapartment of Veterinary
Services in Africa.

It is sometimes argued that developing countries suvch as
Kenya put too much emphasis on animal health, with the result
that cattle populations, relieved of the worst epidemics of
highly fatal diseases such as rinderpest, grow too rapidly
and cause overgrazing, range deterioration and erosion
problems. We do not accept this argumcnt, and, rather, believe
that overgrazing and other problems must we attacked directly,
rather- than depending on disease tc control populations. A
possible.exception is tsetse infestation, which is discussed
in some detail below. Generally, we agree with the idea that
a modern livestock industry cannot be developed or maintained
until and unless the major epidemic diseases are controlled.!l-

(2) Basic Animal Health Policy

We interpret Kenya's basic animal health
policy as taking a strong leadership role in the control or
eradication of major epidemic diseases, notably rinderpest,
which has been eradicated in Kenya, coupled with a pragmatic,
areas-based policy on other diseases. 1In the recent past,
this has meant the establishment and maintenance of a
"pDisease Free Zone" (DFZ)2- in the central, high potential
part of the country, with compulsory vaccinations and strict
quarantine procedures to prevent the entry of diseased '
animals from outside of the zone. 1In other areas of the
country, the policy has been to do some preventative and
curative vaccination work on an area by area and disease by
disease basis, but not to attempt any full scale eradication
programs. A major reason for not doing so, other than cost,

1. Prichard, W.R. Animal Disease Constraints to World Food
Production. Theriogenclogy, August-September, 1576,

2., The DPZ is better callad a Specific Disanse F:QQYZQﬁdf
{SDPZ) and now, with PHR outbreaks, a “Coupulsosy
Yacainstion Zone". '
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fudin, with the result that disease can easily re-emerga evern
Lf it were eradicated in Honya. Thoe result of not eliminating
major diseases in most of the country's area is that very
heavy dependence is placed on qusrantine proceduros.

A further element in Xenya's animal health policy is the
continuing support of rasearch into many areas of animal
health. The Dapartment of Veterinary Services carriaes out
considerable ressarch as to a number of local and intewvnational
institutiong located in Kenya. More is given on thiz subject
in Annex III-5 , covering research programs in Kenya.

In gupport of its animal health policy, Kenya hag created
and supports an excellent Department of Veterinary Services,
one of the hest in Africa. The Department has several
operational units, which indicate the coverage and
responsibility. These include Field Services - Disease and
Pest Control, Research and Vaccine Production, Hides and
Skins, Meat Inspection, Artificial Insemination and Clinical
Services, which has recently been added. A partial
organisation chart giving the authorised staffing is given at
the end of this section.

(3) Major Problems

Based on observation, discussions and a
review of pertinent reports, there are two major problems with
Kenya's de facto animal health policy. First, although the
Department of Veterinary Services is an excellent and well-run
operation, it has inadequate financial support. There is
adeguate, or nearly adequate manpower but much of the manpower
appears to be less than fully effective because of a lack of
operating funds. There are too few vehicles, petrol and
maintenance funds are lacking and, we understand, even
essential equipment such as syringes, needles and drugs are in
short supply. This is a situation common to Government
services in many countries, but with a department which is
basically so strong, and whose role is =o crucial to the
industry, it seems very short sighted to starve it for
operating funds. Continuation of this policy can lead to a
serious deterioration of the whole Service and industry.

The second major problem is that of illegal movement of
cattle, which appears to be growing. As noted above, Kenya
relies very heavily on guarantine and movement control to
prevent the spread of disease from those areas not under full
control into those key areas which are under control. Illegal
movement defeats the system, and illegal movement from areas
suffering outbreaks to other areas also spreads disease. This
is & trend which could get progressively more serious unless
it can be reversed. Reversal will require a major de facto
pelicy change coupled with increased financlal support for -
wewamsnt control. We are aware that the- racent drought hde -
. prchbebly caused part of the upswing in illegal movement,
~this doas not change the basic puint. Ce T
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(4) Specific Diseases:
(a) Foot and no'uth' Discase - (FHD)

_ FMD is a major epidemic ‘disease in
Kenya. It has serious economic effects. Although' ‘mortality
is usually low, the number of animals affected is high and the
disease cauzas loss of milk production, abortions and some '
calf deaths, lameness and gereral loss of condition. Surviving
animals may never return tc normal. It is difficult to place
a figure or value on the economic losses, especially since
there are four major types of FMD active in Kenya (of the
seven identified worldwide), A, O, C and SAT2, which differ in
their effect on cattle and which require differing vaccination
programs. FMD also has an important effect on the export
program, particularly to Switzerland, which was dependent on a
reasonable degree of assurance that the cattle slaughtered for
that purpose are free of the disease. Export to Switzerland
is currently suspended.

The Government clearly recognises the seriousness of FMD
and operates a special FMD laboratory at Embakasi. Further,
with the help of a special Livestock Disease Control Program
(Swedish assisted) has extended the compulsory vaccination
area to Kajiado and Narok and is carrying out the vaccination
campaigns.

Nevertheless, it appears that the problem of FMD is
becoming more serious. The annual reports of the Veterinary
Services Division in each province cover the number of FMD
outbreaks and we have been able to review these, with the
assistance of the Ministry of Agriculture Economic Planning
Division, for 1973, 1974 and 1975. These reports show for
all provinces combined approximately 240 FMD outbreaks in 1975
as compared with approximately 130 in 1973 and 135 in 1974.
We say approximately, because we were not able to locate all
provincial reports for each year and had to do some minor
estimating.

The major problem areas in 1975 were Eastern Province
which reported 81 outbreaks, far above normal, and Central
Province, with 41 compared with 7 in 1974. Note that the
entire Central Province is located within the former DFZ,
although the current map of the "compulsory vaccination area"
for FMD, furnished by DVS, excludes parts of the Province.

We do not have data for 1976 but have heard from several
sources that it was also a bad year for FMD. '

The main problem is clearly illegal movements, as stated
and agreed by virtually all veterinary and other officials
'with whom the matter was discussed. Kenya's policy is
obvicusly to stop illegal movements, but de facto we do not
see 1t happening, since it requires both a a major political/
paliﬂy decision and resources to implement the policy. A
- ‘'seccnd problem is that some FMD outbreaks are' inevitak
1@ﬂ “as tho area-bazed policy remains in effdnt. = Ia gl

~ﬁu, the only way to control FMU completely: ifi/any part: c.
nhnya, ‘48 to control it in all parts of the country through «







‘ouumtry-wide program of massive vaccination,

Since current policy does not conteaplate either countrys'
wide control or 2n end to illegal movement, we must assume i
gradual worsening of the problem. It remains to make an
estimite of the supply impact. There are two aspects to
examine : the dircct losses attributable to the disease itself
and the restrictions to movement brought about by the
quarantine.

For the direct losses, we might assume that a normal
nuomber of FMD outbreaks, on which our initial projections might
have been based, would be 120 per year. We have no recent -
information on the number of cattle affected per outbreak, but
a study by the Economic Planning Division in 1970 l- indicated
that a figure of 2,000 per outbreak would not be unreasonable.
Thus, in a "normal® year, 240,000 cattle would be infected
with FMD.

~ The same report provided inputs to a calculation of the
supply impact of FMD. We have taken these data and made a
calculation of the supply impact of each outbreak affecting
2,000 head of cattle. In making this calculation, we have
used Zebu cattle rather than grade cattle, which has the
effect of minimizing the loss, since grade cattle are much
more seriously affected by FMD. The calculation, which is
found in Annex Table III-4, shows the losses from an outbreak
extending over three years and totaling ten pexcent of the
potential meat output. Again based on the assumptions in the
calculation, this amounts to a little more than 7.0 tons of
meat per outbreak. Thus, the "normal” level of FMD outbreaks,
120, would cause a loss of 840 tons of meat compared to a
situation in which there was no FMD.

In 1975, there were about 240 outbreaks, which wculd
mean a doubling of the estimated meat loss, to about 1,680 tons.
With de facto policies as they are, we would not assume that
the outbreaks would double every vear. But we do believe that
the number will continue to increase, and for projection
purposes we would estimate an annual increase of 20 outbreaks
per year with a base of 240 in 1975. Thus, by 1990 there would
be 540 outbreaks affecting 1,080,000 head and resulting in a
loss of 3,780 tons of meat.

The losses attributable to increased quarantine
requirements are even more difficult to quantify. The basic
quarantine system, designed to protect the compulsory
vaccination area (former DFZ), may be taken as given, since
this program will be required as long as the area-based policy
is in effect. It is the specific quarantines which must be
placed on individual or groups of farms when there is an
outbreak which are additional. Many more animals are affected

‘ 1. Constable, M. Draft Evaluation of the Proposed Phasa Ona
- mxtension of the Foot and Mouth Dissase Control Prcgramie
in Xenya, MoA, Economic Planning Diviaion, Bept. 19270.




i'by thoce: quazantines than by ths disease itself. ' The loes of
cvondition eto. is clearly less sevure than with the dise
itself, but the quarantines requirc uneccncmical holding: ot
asimals otherwise ready for slaughter, scmetimes carry animals
over into the dry season where grass is less available and -
weight loss is possible, und there are lozses simply due to
delayed sales. W2 believe that these would add up to a loss
in potential meat production of 50 percent of the direct contn
of the disease itself.

Thus, the 1990 "cost" of the present policies continuing
could be over 5,600 tons of meat.

(b) East Coast Fevef (ECF)
and other Tick-borne Diseases

ECF is the major killer of cattle in
Kenya. The mortality rate is high; about 90 percent of fully
susceptible cattle die when infected with this blood protozoa.
It is reportec that, in endemic areas, 10-30 percent of calves
die from this desease. The Department of Veterinary Services
(by Dr. W.P.H. Duffus) has estimated that approximately one
half of the total cattle population in Kenya lives in areas
where the main tick vector, Rhipicephalus appcndiculatus, 1is
present. Total ECF deaths in cattle more than one year old
are estimated to be 50,000 to 70,000, with very large numbers
of calf deaths as well. A recent IDS paper l- indicates that
35 percent of all heifers produced by A.I. never calve,
80 percent cf them because they die of tick-borne diseases.
The paper estimates that of 112,000 A.I. heifers born in 1973,
28 percent, or more than 30,000, died of ECF. Presumably a
similar number of grade bull calves also died. We might
estimate that there are as many as 100,000 calf deaths annually
due to ECF and related disecases. This disease hits grade
cattle and improved local breeds very hard, thus increasing the
economic loss. An important hidden cost is that, in infected
areas, the risk of ECF discourages upgrading of cattle. And
there is the direct effect of ticks on cattle, which involves
loss of blood, abscesses and toxins which interfere witl
metabolic processes and liver functions.

Currently, the only protection against ECF is short
interval dipping or spraying with acaricides, as often as
twice weekly. This is expensive, but its worth is widely
recognised in Kenya and dipping is actively pursued by all
types of cattle producers and the Department of Veterinary
Services. Outside of cost, the main problem is poor dip and
spray maintenance, with chemicals not up to strength, and poor
dip discipline. There are still not enough dips, presently an
estimated 4,500 in the country with a requirement for 1,500
more.

1. Hopcraft, P.N., Musangi, R.S. and Ryanga, R.B. Ap
Evaluation of the Kenya NDairy Improvement Progxmm, IDSs,
oocasional paper No., 20, 1976,
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.. crypancscuiasis, traneai’ted by the
tsetes flv. is & major disease problem over about two-thizds
of trcpical Africa, including perhaps half of the actua) and
potential grasing area of Kenya. It is a highly contzoversial
gubject. Some regara it as the largest single factor '
inkibiting livestock production in Africa; others look upon
it 2z the moct important factor preventing overgrazing and
zange deterioration.

Unlike Uganda and Tanzania, Kenya has engaged in
relatively few lzrge scale tsetse fly eradication programs.
Currently, there is some bush clearing carried ocut to reduce
infestation, and there are other areas, such as the Kerio
valley, which appoar to offer good returns from bush clearing
and other eradication efforts. Basically, Kenya's policy is
to control the damage by the disease through chemotherapeutic
preventive prophylaxis and treatment, while encouraging and
supporting extensive research on the subject, particularly at
the International Laboratory for Research on Animal Diseases
(ILRAD) at Kabete. Present policy is to continue this
approach and to refrain from large scale eradication programs
until (1) land use is intensive enough in the area to be
clear=s, such as the Coast, to justify the very high cost and
(2) population density is high enough so that the bush will
remain cleared and reinfestation prevented. In the case of
the Coast, item (1) may be a long time coming and item (2) may
never come even with full ranch development. Therefore, it
may be that Kenya can and should continue the present major
dependence on drug inoculation.

This report is clearly not the place to try to settle the
complex issues surrounding tsetse fly and trypanosomiasis.
The disease is definitely a problem in large parts of Kenya
and especially at the Coast. Kenya is depending heavily on
increased cattle production in Coast Province. The presence
of tsetse fly has been and will continue to be an obstacle to
full development, although development of ranches is moving
ahead. We believe that the tsetse fly will prevent the
theoretical optimum utilization of the Coast area for cattle
grazing if major dependence is placed on chemotherapy and
prophylaxis. There are surely areas of fly concentration so
high that this approach will not work and the land will not be
usad for cattle. This will mean that the Coast will not
achieve full theoretical wtilization shown in the basic
projections under present policies and present technology.

However, we are reluctant to state that present policies
definitely mean that full utilization of the Coast lands for
livestock production cannot be achieved. We offer two S
possikilities. First, in areas where cattle cannot be raised
with chemotherapy and prophylaxis, it is quite possible that
othzr animals, such as goats, may be. Secondly, with the high
level of research under way in Kenya and elseviiere, it is -
quite possible that a major breakthrough will develop whioh -
w431 pezmit an eradication program with less cost and less. .
pAxopmenta). risk than is now the case.  Tiaerefors, alth
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DVS
DDVS
PVO
Vo
CVRO

SVRO

svo
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Director of Veterinary Services

Deputy Director of Veterinary Services

Provincial Veterinary Officer

Veterinary Officer

Chief Veterinary Research Officer

Deputy Chief Veterinary Research Officer

Senior Veterinary Research Officer -

Senior Veterinary Officer

Livestock Officer
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S A major livestock development nolicy in.MK:

to increase the production of livestock in certain, vauy.

pastoral areas through range or block developmant Proyrams.
%hcae programs are being carried out in the North Fugtern
pyrovince and part of the Eastern Province, in disiricts that
are entirely in ecological Zones V and VI. o

(1) Description of Projects

There are two major range development
projects. The most important is the North Eastern Range b
Development Program, which has completed Phase I and is now P
implementing Phase II. These phases have been carried out '
under the First and Second Livestock Development Projectis i
respectively, and are financed largely by USAID. The gecond ;
project is the Isiolo Range and Water Development Progran,
also included under the Second Livestock Development Project,
but with Canadian funds. This project is just getting under
way and will not be discussed further.

oo g

v et fes—— 4
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Kenya which reflect policy to develop rangelands and livestock.
An example is the USAID-supported Masai Range and Livestock
Development Project. We do not deal specifically with these
projects, and assume for convenience that their contribution to

supply are part of the base projection.

l“ There are also other rangeland development projects in

Phase I of the North Eastern project began in 1970 and was
completed in 1974. It involved 924,000 ha.l of rangeland in
North Eastern Province in three grazing blocks : West Mado
Gashi, East Mado Gashi and Kalalut, plus partial development of
two more. The project involved providing water sources through
a combination of boreholes, deep pans (dams) and shallow pans.

1. There is considerable difference in interpretation over the
area developed in Phase I. The figure of 924,000 ha. is
from the World Bank Review Mission Draft Report, pP.26. Current
maps of the original three blocks add up to 944,000 ha. The
original USAID feasibility study in 1970 used 1,745,000 acres,
or 706,000 ha. In 1971, several other blocks were added to
Phase I, but funds were exhausted before they could be completed.
In its Capital Assistance Paper (CAP) for Phase II, released in
1974, USAID took the position that the actual develcopment in the
first three blocks was.1,408,000 acres (570,000 ha.) but that
half of block 5 (Buna) was also developed (576,000 acres/
236,000 ha.), which would bring the total to 806,000 ha. Mr.
Frank Abercrombie of USAID would add one half of Giriftu Block
(800,000 acres or 324,000 ha.) to Phase I &3 well. Phase II,
according to the CAP is 14,336,000 acres or 5,804,000 ha. This,
added to USAID's 806,000 ha. for Phase L, brings the total for
- the t¢wo projects to 6,610,000 ha. This is the total £1qurc“?ﬂ*
~used in the World Bank Review Draft. Thus, we will base. 2yz '
ralysis of the project on 6.6 millicp ha.. ... . . ' ’
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‘the pastoralists, the facc that:
_both facilities (transport) and ince
_to spend as much time as. they shoul
the pastoralists, and the natural
susceptibility to political prolluro ‘of
officials to "turn on the water" when.
there are shortages, in spite ot the
damage to the range.

e Grazing control replaces Nature's 1mpersona1
and often harsh control over the size of
1ivestock and human populations in a region.
Thus inevitably if grazing is to be
managed the managers have to limit the
number of livestock and eventually the number
of people. There are obvious attractions in
avoiding these hard decisions and leaving them
to the even stricter control of the unmanaged
natural environment.

e For development organisations, putting in
the water development is a relatively
straightforward activity, involving the
application of funds and technology with
easily measurable results. There is a
natural tendency to push ahead with this
development in spite of the failure to
achieve effective grazing control.

The fundamental problem of water without control, and
the resulting overstocking and range degredation, is very
common, because the elements listed just above are common to
many countries.

This does not alter the fact that the overstocking has
and will, under present de facto policies, lead to a
progressive degredation of the range, following on the heels of
the progress of water development. The ultimate result may
well be a range which will support a lower, rather than a
higher, livestock population.

(5) Supply Impact of Present Policies

We believe that everywhere that permanent
water is provided without effective grazing control,
overgrazing will result and the average livestock carrying
capacity of the land will be reduced. When determining the
effect of present de facto policies, we assume that the
permanent water will have a radius of 13 km. (spacing of 26 km)
around each water point, a spacing adequate to avoid the
destruction of much of the range even without grazing control.

To determine the effect on carrying capacity of

~ overzrazing, we divide the range into concentric circles around
- each permanent water point. As we get further from the water
chlnt, the range destruction, which is assumed to be: cwmplete -
‘within ‘one km., gradually decreases, and the carrying‘dapaﬂi&yf
%lccoxdinqlv ‘increases. The circlea and the carrying -canscity -
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(Von Kaufman)

‘Commiercial
‘Ranching

State Lands

TABLE III-5

RANGELAND AREAS - VON KAUFMAN 1.

~ Form of ' Development

Former

Commercial Ranching

cow/calft

cow/calf-finish

backgrounding/
finishing

Unused (lacked
water, trypano-
somiasis)

Common Grazing

Present-Future

Some commercial
unchanged.

Some new commercial

Company Ranches

Directed
Agricultural
Companies

Cooperatives

Company Ranches

Directed i
Agricultural
Companies

Cooperatives

Group Ranches

Individual Plots.

(group services)
(demonstration)

quor Groups

Europeans

African
African

African

African

African
African

African

Masai
Samburu
Tugen

Groups

Groups

Groups

Groups

Groups
Groups

Groups

a of Vi"f ;

Laikipia
Nakuru .
Machakos

Cantral Province

Coast Province:
(Taita/Taveta)
Kilifi .

Kaalef

Narok =
(Rwale):
Samburu






(14) staistics.

‘ ‘ : - mall ﬁﬁdtiitiénfon,thh,thnchxggﬁ'“‘ 5
.-sppear to be difficult to obtain. Table III- - g!¥e 8ic
 information on all company, cooperative and group rancies
which we have been able to obtain. It also gives data.on
commercial ranches under the Livestock Development Project
loans. The summary data on these ranches, plus commercial
ranches located in Laikipia District not under the program, is
as follows. We have not beon able to obtain similar data on
commercial ranches not in the program located in other
districts. These data have been provided by several sources,
including the Ranch Section of AFC, the Range Management
Divigion of the Ministry of Agriculture, the Ministry of
Cooperative Development and the Kenya National Farmers Union.

TABLE III-

BASIC SUMMARY DATA ON ALL GROUP, COOPERATIVE AND
COMPANY RANCHES, ON COMMERCIAL RANCHES IN THE LIVESTOCK
DEVELOPMENT PROGRAM AND OTHER COMMERCIAL RANCHES
IN LAIKIPIA DISTRICT

1. Commercial Ranches

Number Ha.
Phase 1 34 133,733
Phase I and II 2 “8,275
Phase II 16 - 83,287
Sub-total 52 225,295
No Loan in Laikipia 86 563,872

2.- Company Ranches o

Number Ha.
Phase I only 6 103,346
Phase I and II 4 397,768 1
Phase II only 3 49,532
No Disbursement 1 © 10,121
Total Ranches 14 560,767

fig “Ia¢ludes 300,000 ha. for Galana









-SUHNARY - SURPLY IKFACT BATA
FRON IBRD BANCE uonuxs

1. Group Ranches Hodol 16, ooo Ha.
rull Developmént

Pre Project ' Year 7 onward ‘Increment
No Animal ugitc Co
held Model *° 2,461 3,555 - 1,094
No Animal units
held 60 Ranches 147,660 213,300 65,640
Stocking Rate
A.u./ha 6.5 4.5 2.0
Sales A.u.
- Model 317 994 677
Sales A.u. )
60 Ranches 19,020 59,640 40,620
Extraction Rate
% 12.9 26.5 13.6

2. Company Ranches Model 28,000 Ha.

No. A.u. held

Model 1,187 3,000 1,813
No. A.u. held .

21 Ranches 24,927 63,000 38,073
Stocking Rate

A.u./ha 23.6 9.3 14.3
Sales A.u.

Model 185 ' 881 .696
Sales A.u.

21 Ranches 3,885 18,501 14,616
Extraction Rate

] 15.6 24.9 9.3

1. An Animal unit as used here is any bovine except a weaner.



‘3, ‘Commercial Nan

ches -

MNo: A.u. held

" Model 970"
No. A.u. held .

-100 Ranches. 97,000
Stocking rate
A.u./ha 3.5
Sales A.u.
Model 208
Sales A.u.
100 Ranches 20,800
Extraction Rate
2 21.4

Aggregate

No. A.u. 269,587
Sales 43,705

383

38,300

27.3

389,200
116,441

175
17,500

5.9

119,613
72,736



Aralysing these data, we see that very heavy dependenc
18 piated on supply increments from the group -ranches: (more:
‘than .5 parcent cf tha total) even though: the: problems -faen
‘in developing these ranches are probably more difficult: thar
‘for other ranches. With regard tc the relatively modest -
projections for the commercial ranches, it might be noted that
much of the investment in these ranches is needed to prevent
serious output reductions, sc, compared with output without
the project, the project would presumably be responsible for
®incremental” production considerably in axcess of the figures
shown. Company ranches at the Coast are expected to provide
the zmallest component of incremental increase, 14,616 animal
units annually. This may be reasonable considering that
development must start almost from scratch on these ranches,
but this is a very small proportion of the increment we
believe must come from the Coast if Kenya is to produce
adequate supplies of meat. :

(3) Status of Ranch Development

The ranch development under the Second Livestock
Development Project has gone somewhat more slowly than
expected. There appear to be several reasons for this,
including a slowdown in the planning and application
procedures, management problems and financial problems faced
by existing ranches because of the drought, price problems
and others. Following is data from the IBRD Review Mission
Draft Report on the present status of the program, from the
point of view of loans approved (not necessarily disbursed)
and hectares covered. There have been some minor changes
since this information was prepared, but they are not
considered significant. The summary below also gives the
estimates of the Review Mission regarding the number of loans
and hectares which will be covered at the end of the five
year project.

NUMBER AND AREA OF RANCHES GIVEN LOANS
UNDER PHASE II; AND REVIEW MISSION PROJECTIONS

Original - Review Mission est.

Type Estimate To date ' - End of Project
Commercial (ex Feedlots)

No. Ranches ‘ 100 15 46

000 Ha. © 350 71 204
Company '

No. Ranches 21 8 29

000 Ha. 588 268 659
Group , S

No. Ranches ' 60 7 29

000 Ha. - 960 27. 650

Source : Adapted from IBRD quiqw_ﬂ;qg;on.D;nftgagﬁoyt{
Annex 23. , ow Bi48ion Dralt.Report,
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REVISED SUPKLY IMPACT OF. REVISED BANCEING PROCRAN:
Orlgggglbq fllV§jidl
Cbiiitctil -
Ha. developed, 000 ‘ - 350 204
A.u. marketed, Incremental 17,500 10,150
Company
Ha. developed, 000 588 - 659
A.u. marketed, Incremental 14,616 16,370
Group
Ha. developed, 000 960 650
A.u. marketed, Incremental 40,620 27,215
Total A.u. marketed, '
Incremental 72,736 53,735
Percent change ' - 26%

Source : Derived from IBRD Review Mission Draft Report,
Annex 23.

This analysis covers only the slower rate of development,
not problems such as poorer than planned results in developed
ranches because of overgrazing, range deterioration and other
factors. Taking these into consideration in a very broad
way, we would estimate that the current ranch development
program might result in an annual increment of 40,000 a.u.,
equivalent, at 160 kg CDW per head , of 6,400 tons of meat
per year.

This would make only a small contribution to Kenya's
overall meat requirements by 1990, but would still represent
enough of a success SO that the Government and the donors
would probably follow the existing program with similar,
perhaps improved programs in the 1980s. We would estimate
that, by 1990, these new programs would have resulted in a
further annual incremental production at the same level, say
40,000 a.u. and 6,400 tons of meat. Thus, by 1990, we can
estimate that the present policies for ranch development, if
continued, will result in an overall increase in mzat supply
of about 12,800 tons annually.
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.Lgh. casn, also tad suffer:d from drought and hed 1o qrsst

& R iw pn:chuod animals. It would seed £had¥ LiD was -
govexaed by a polisy of trying (not very successfully) to: ltnk
purchases with sales, rather thon having as & mwaln pricrity
the purchase of animals frum the North East o halp the
pastoralists and reduce range dcgredation.

A second element regarding the impact on the peastoralists
is the role and influence of the private traders. Ir thae past
two years, with LMD making few and rather sporadic buying
expeditions in the North East, a large proportion of il
animals that were purchased were bought from private traders
rathexr than directly from producers. LMD pald a good price
for the animals, but the producers, who lacked information
about LMD's plans and the resources to make the sale direct,
received a relatively small proportion of the receipts. This
has the effect of encouraging the traders, who do have a role
to play, but discouraging the producers, whose role is much
more important.

We understand that, with the opening up of more of the
buying stations with weighbridges, it should be possible to
give the pastoralists themselves a better chance to sell
directly to the LMD. It is the intent of LMD that this be
done.

(11) Quarantine Problems

A major service of the LMD is
to provide quarantine holding grounds and to hold animals in
FMD and CBPP quarantine before allowing them to move South
into the Specific Disease F.ee Zone. This should require
holding animals for three or four months, but in recent years
it has often been necessary to hold them for much longer
because of the presence of reactors and sick animals in the
herd. This has reduced LMD's capacity to handle animals and
potentially caused serious losses to the Divizion because of
loss of condition. The holding grounds tended to become
seriously overgrazed as well.

(111) Mortaiitz

LMD's mortality experience has
been rather poor, thus increasing operating costs and, of
course, reducing meat production. LMD mortality experience,
according to the IBRD In Depth Review Draft Report, has
fluctuated between .5 percent and 27 percent, with an
average of about 11 percent. This is in part because of the
need to hold animals for a long time in large, crowded holding
grounds, but more because of the practice of purchasing animals
in poor condition.

(iv] LMD Operatihg Losses

LMD has suffered continuous

go?dtating losses. This is because (1) trading profits, the

Al {hctnhc- between prices paid and prices ruzw;,_J, have
é: besn negative or, if positive, very cmail, {2} through-~
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ot hae ccem low reiative to cspital investment and steffiny:
and (3) ‘gperaxing cosats, including wortality, havs been high.
S of Chews Trotors are a rasnlt of inefficiency, but wa. .
believa & lzvyer proportion result from deliberats nolicy, as
fov Gremsla, to pay a good price for ciaitle or to subsidise .
cose ¢f cha services. As such,; much uf this loss does ,
conntitute & subsidy to the livestock industry, especially th
pastoralist (and irader) and tha ranchers who purchasa the
anizils without paying the full transportation aud quarantine
cosis. Ws believe that if LMD attempted to cover all costs,
including m:nagement ard debt service costs which 4o not now
appear :: part of LMD losses, the marketing system would
collapse because it could not bear the full costs. On the
other hand, costs can be reduced, and consumer prices
increased to pernit wider margins to LMD and the private
traders using LMD facilities. This is duscussed under price

policy.

(b) Supply Impact Under De Facto Policy

We do not believe that the various
problems just cited should significantly affect the supply
impact of the marketing program. We believe that LMD is well
on its way to solving some of the more severe problems and is
not likely to attempt to become self sufficient by charging
all costs, including quarantine, against the industry, which
means in effect the producers, at least until there is a
significant price increase at the consumer end to permit wider
margins throughout the system.

However, under present policies, we do not believe the
supply impact will be as high as that estimated by the World
Bank. In our discussion on range development in sub-section
d. above, we estimated that, under current policies, the
number of livestock units on the 6.6 million hectares of the
North East project would be 244,000 rather than the 345,000
projected for the project. Stated in terms of head, this
would be about 443,000 head rather than 627,000. Taking a
two percent increase in offtake rate as attributable to the
marketing improvements, the shortfall from the original
projections wouid be about 3.7 thousand head. With other
shortfalls elsewhere in the system, under the present policy
assumption, we would project that the marketing improvements
would result in an increase of 40,000 head per year by 1990,
rather than the 50,000 head projected by the IBRD. It should
be stressed agaln, however, that this is a result of lower
animal populatior ; rather than any serious difficulty in
increasing offtake rate ihrough the marketing improvements.

(2) Backgrounding

This is i1eally part of ranch development
policy, since it is intended that most of the new ranches use
significant portions of their land and resources to feed
immature steers raised in the pastoral areas, especi:lly the
Mnoelh Zast. ‘Thue, the ranchkes are an important link in the
chain, and must funct.on if the prograr to wcve immatuves. Off
4z forth Exzst rangelands as soon as vossible and into beiter -

‘:Dd
iy
‘o
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‘tinder present policies, we would not project any
sighificant exparzion of thesa practices beyond. that used ir:
our basic projcations. Althouch there is research, there is
1ittle appiicnt extension activity. Thers is. a belief among.
meny that there ts little land available for grazing that is
raaily suitable Zor these practices on which they do not
alvandy exist, although our data and observations suggest.
oth<rivise. Under the present policies assumption, then, we
would assign no further supply impact to these potential
improvements.

We might add that price is an important factor here.
pasture improvement and the other techniques discunsed
require significant investment, which in turn requires that
beef productinn be profitable. If farmers do not halieve
prices are adejuate to ensure profits, they are unlikely to be
willing to make the improvements discussed.

(2) Herd Imprcvement

The high potential areas have significant
numbers of grade cattle, mostly for dairy but also for meat.
In a situation in which the amount of grazing land is
gradually declining, it clearly makes sense to improve the
herds to increase yields per hectare or ton of food consumed.
Over the years Kenya has been a leader in livestock breeding
and herd improvement, and the improved cattle types do provide
much of the higher grades of carcass beef and higher meat and
milk ylelds.

It is Government policy to continue to promote herd
improvement through breeding and selection, and several
stations are involved in experimentation. Further, there are
the dairy and recently established beef recording schemes
aimed at recording the results of progeny in an effort to
select improved stock for further breeding.

However, in several respects, we must conclude that this
policy is not being supported at a level adequate to achieve
notable results.

First, it appears that the base for herd improvement is
contracting, rather than expanding. The number of people in
the industry maintaining high quality breeding stock has gone
down in recent years. Secondly, the beef recording scheme is
still very limited in its coverage; only three ranches at
present. Thirdly, the Government policy of effectively
banning the export of breeding stock acts as a disincentive to
those who engage in the production of improved stock, since
demand for their stock is reduced and, more important, profit
opportunities sharply curtailed.

We have not studicd these matters in detail, but must
conclude that, under present policies the opportunity for
significant increases in production in the high potential wone
thiough Lherd luprovemen’ will not be realized, and thers will
_ba no sirnificant supply impact. - ‘ '
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' Development Project ::, and group ranches 2-all facwivery
gsvere financial problems, including bankruptzy, at preseat
pricus, and reccrzaend in each cune an izmediace incrczse 4in
YA) prices frox Sih 7.00 to Sh £.05, and in standard prices
from 8h 4.88 tc 8h 7.25 (30 percent plus 15 percait) to save
the ranches. - a

However, the ILMD Mission uséd as average carcass
weights Ly arade at RMC the follcwing : FAQ 206 kg, standard
152 kg, and commercial 109 kg. These are the approximate
weights wiiich were reported in the KMC annual report for 1967.
The 1975 annval report sirows 199 kg., 126 kg. and 93 kg. for
the same grades, and preliminary 1976 figures obtained from
KMC, partaining to Athi River only, are 184 kg., 122 kg. and
87 kg. Thesse 1976 weights are 10 and 20 percent lower than
the 1967 figures. Applying the system used by the IBRD in
Appendix 3 Table 5 of the Draft Report, we estimate that the
difference in average weights per grade, in FAQ, standard and
commercial; means an increase in ranch revenues of 10 percent
if we use 1975 weights and 15 percent if we use 1976 weights.
In other words, a higher proportion of the animals would be
FAQ and a lower proportion standard.

We are unable to assess the impact of these changes on
the IBRD's models and recommendations; we understand that the
IBRD has done so. However, in spite of these changes in
average weight, which may constitute a de facto increase in
producer prices3-, we still Lelieve producer prices are too
low to make many of the newer ranchee, with high capital
costs and relatively weak management, viable. Further, for
the older ranches, which produce mainly FAQ in any case, we
believe that the present prices may be adequate to allow them
to continue operationz, but inadequate to encourage them to
make output-increasing investments.

Ther=fore, we do not agree with the IBRD In Depth Review
Mission Draft Report that, with present prices, the ranch
development program should and probably will ccme to a halt.
We would, however, project a further slowing down of
development and a negative supply impact resulting from
present price policies. In our discussion of ranch
development policies in section e. above, we projected an
annual supply impact from the ranch development program of
12,800 tons of meat by 1990. We would reduce this by
25 percent, or by 3,200 tons of meat, as a result of present
price policies. For older ranches, we would assign 1no
negative supply impact to present price policy which would
affect our basic projections.

1. 1IBRD, In Depth Review Mission, Draft Report, p. 17,
2. 1Ibid, p. 24.

3. This phonomenon may not be entirely a de facto price
increcse, since it may also reflect, in part, the
dlacontinuance vf{ heavy cattle, such as dairy cattle, .
which srade standard. : o
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considering

tho'-nchlgprgcr

hy 1990. ‘will mean that'a

out: of: oqunbzua and-per capita: cemupuan ' 1{ ..:aa ve!
- 1f these estimates are corract; it
‘ve.rtainly noco--ary to modity pronont poltcioo..

such reduced.

' We have made an ot!ort to diltributo tho various. Deer:
supply impacts among the different regions of the countmy, 1n ~
crder to show the projected output by region in 1990 unuor :

present policies.

BEEF
PRESENT POLICY SUPPLY IMPACT BY REGION

The results are below.
TABLE III-10

ﬁ

ragion its“

i

E

3

Southern 7xxn
Coastal 4,000
Eastern 19,000
Central 16,000
Nyanza 19,000
Western 8,000
Rift A 15,000
Rift B 11,000

Total 111,000

-900 +3,100 +200 +3,000- -250 17,150
-400 +3,400 +2,000 -1,100 10,900
-800 +6,000 -1,650 7,550
-2,000 +2,000 -850 18,150
-1,300 4500 -750 14,450
-2,000 -900 16,100
-400 +500 =400 7,700
-900 +1,200 +500 =950 14,850
=400 -350 10,250
-9,100 +3,100 +12,800 45,000 +1,500 =7,200 117,100
















TABLE I11I-12

HERD OUTPUT AND NET METABOLISABLE ENERGY REQUIREMENTS 3
SMALL EAST AFRICAN ZEBU IN KENYA

Yield of meat Total meat M
and offal cutput per head Total MJ
Herd Group - Percentage Numbex kg per head kg _gerday_purdly
““Calves & of cows 36.7 279
. Mortality % of calves 25.0 69.8 __(b)
Calves < 1 yr 209.2 10 2,400
- Mortality 10.0 20.9
-Heifers 1=-2 yrs 188.3 25 4,707.5
125 kg, Iw Gain 0.17 kg/day
‘Mortality(a) 10.0 -18.8 28 526.4 _ .
‘Heifers 2-3 yrs 169.5 28.7 4,864.65
‘186 kg, Iw Gain 0.11 kg/day
‘Moztality (©) 10.0(c) 2.8 42 117.6
" Gfft 37.7 84 3,116.8
129.0
10.0 76.0 58 4,408
7.0 53.0 115 6,095 o
760.0 39.3 29,868

1,327.0 14,313.8 41,640.15

DU
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y ~ In view of thc aupa:ont advantagal “of" sheep’ and’.
goat -.at production over cattle and besef, we. recogmend that_i
higher priority be given to improving the lhl‘p and goat
_industry in Kenya.

We do not have a specific program to suggest. We do
suggest that a program include the following elements. .

e Continuation and strengthening of the
Sheep and Goat Project.

e Strengthening the sheep and goat
component of the range research activities
and in the training programs for range
management personnel.

e Increased emphasis on sheep and goat
disease prevention and research.

e Increased attention in the marketing
chain to sheep and goats. Specifically,
we recommend that the ban on exports of
live sheep and goats be lifted and that
either KMC or LMD explore the possibilities
of live animal exports to the Arab world.
Private groups might also be permitted
:0 export live animals. If this proves
possible, as we believe it will, LMD
should be authorised to make special
export purchases from producers of sheep
and goats, at premium prices, with the
prices tied at least generally to the
live animal export realization price.
This would have the multiple advantage
of (1) giving and incentive and income
to producers, (2) removing currently
excess animals (males) from the range and
(3) opening a trade in live animals with
the Arab world and earning foreign
exchange.

In considering how many of the Guvernment's relatively
gscarce resources should be committed to sheep and goat
development, we would suggest that, as a first approximation,
the resources be divided in accordance with the amount of meat
currently produced (using 1975, 143,000 tons to 66,000 tons).
However, since we believe the benefit/cost ratio on resources
committed to she=p and goat development would be higher than
cattle, at least initially, we believe extra resources should
be comuitted to sheep and goats.

‘ Further,” since relatively 11ttle is now known about sheep
and goat ;.oductivity, we recommend that the situation be
reviewed ra2refully on a periodic basis, at least ewvary: fiva
years. It uay ucve1ox that the returns on sheep and qaat
development ar - _ven higher than. suggested and that an. eve1



higher proportion of resources davotdd €o'ilissh and gosts:
would be justified. | o

d. Supply Ispact

In our basic projecticns of meat supply in"1990,
we proiectod 1990 output of sheep and goat meat at 54,000 tons,
down from 66,000 tons (18 percent) in 1975. This was somewhat
less than the projected reduction in beef output (22 percent)
because less land in the major sheep and goat production areas
is expected to be removed from livestock production.

We believe that, if sheep and goat production is given
high priority along the lines suggested above, meat output can
be at least 50 percent above the level provided in our basic
projections, or 81,000 tons rather than 54,000 tons. There
would be some trade off with beef production, although not on
a one-to-one basis.

A shift from cattle to sheep and goats would, according
to our calculations, bring a 20 percent increase in meat output,
but with the other advantages mentioned, we would suggest, for
i{l1lustration, that Kenya could add two tons of sheep or goat
meat at a cost of only one ton of beef, within the ranges
being discussed. Thus, implementation of our recommendation
would increase sheep and goat meat by 27,000 tons while
reducing beef output, by 1990, by only half that amount, or
13,500 tons.



3. Animal Health

In the discussion of present animal health poliocy as
we have interpreted it, we noted two fundamental problems 3
the dependence on an area-based strategy, which requires
extensive use of quarantines within the country and strict
movement control, and the growing failure of movement control
and illegal stock movements. These, we believe, will lead to
a growing negative impact on supply, particularly from FMD and
ECF, in spite of the high level of work done by the Department
of Veterinary Services.

Therefore, our recommended changes in health policy begin -
with a major effort to re-establish movement control, both
within the country and across international boundaries.
Secondly, we recommend adequate financial support for the
Department of Veterinary Services. Thirdly, on specific
diseases, we make recommendations which, if carried out, will
lessen dependence on internal movement control and
quarantines. However, we are aware that some of these
recommendations are both difficult and expen-ive, and we have
not carried out cost/benefit analyses. So the basic
recommendation is movement control, which, of course, is
Kenya's stated policy today.

a. Control of Livestock Movements

Illegal livestock movements make control of
animal diseases virtually impossible. The Department of
Veterinary Services must be given the authority and the
support to control all livestock movements. Some will say
that the Department already has this authority and on paper
this is true, but support is obviously lacking. The stock
owners must be educated to the dangers of illegal movements.
All politicians and government authorities must support this
concept. The police and other security forces must cooperate.
The courts must impose severe penalties for those involved in
illegal cattle movements. During severe droughts like the
present one stock owners must receive special assistance so
that they are not forced to engage in illegal movements in an
attempt to survive. Without strict control of livestock
movements most disease control programs are doomed t failure.

b. International Cooperatioa on Livestock
Disease Control

Kenya is particularly vulnerable to incursions
of livestock diseases across her extensive international
boundaries, particularly to the North and East. These
diseases know no political boundaries and nomadic cattle
owners pay little or no heed to international boundaries. The
Department of Veterinary Services curren’ly vaccinates some
100,000 cattle annually for rinderpest and CBPP that cross the
borders into Kenya from Somalia and Ethiopia. This is done
willingly in the interest of international cooperuation and to
help protect the Kenya livestock industry. The Governgent’ 6f
Nenya should make a strong appeal through the OAU for Patter:
_gooperatlon on livestock diseass control from he:r neighbore.-
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attrsstive and deives mureinal’ prodicory
inte othar activitied. . S ~

For the purposes of this study, we guantify the benefi:s:
of our proposéd programs as Zollows ' ' ‘

D

Institute effective movement Bring loss rate back to'

control 1973 level, estlinated at
about 840 tons of meat

per year.  Saving of
2,940 tons of meat by 1990.

Full control of FMD Eliminate all losses.
Further saving of current
estimated logs of 840
tons of meat plus reducing
risk of much higher losses.

Improved policies on ECF Reduce projected loss of
18,000 tons of meat down
to about 500 tons, a
saving of 10,500 tons
compared to current
estimates and 17,500 tcns
compared with current
policy 1990 projections.

Other improved policies Estimate an additional
.3 percent increase in
livestock supplies
annually to 1990. This
would amount to about
380,000 additional head
and, using an offtake rate
of 20 percent an an
average CDW of 125 kg, an
additional 9,500 tons of
meat.

Aggregating all the estimates, and assuming full control
of FMD, we estimate that an additional 30,780 tons of meat
could be obtained compared with our estimates based on current
policy, if all recommendations were carried out. Compared with
present loss levels, ignoring our estimates of increasing
iosses due to.current policies, the additional meat which might
be produced is 22,940 tons. ' a
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__ piret,- that ‘an-expanded. training:program:be organiees. and:
sponsored by APC:for ranch managers. This would:gc: hayond:
ff‘ﬂq‘filHIQQt.ntZtrlininq[whibhiaatfpr&la@tiﬁIQQquawmytaﬁi ,
believe:is enough for ranch managers. The course would cover,
in addition to range management, animal husbandry, disease =
control, marketing, budgeting and finance and personnel
management. It would not attempt to cover all of these
subjects in depth since the students would have some o
‘backaround in most of the areas already. We would suggest a
conceiitrated six month course at Egerton College followed by a
several month, clearly directed apprenticeship at a well
managed company or commercial ranch. Managers so truined

would be placed in ranches of various types as a condition of
financing by AFC, a concept which is already well accepted.

A second approach recommended is to select young men from
the group ranches for special on the job training at well
managed company or commercial ranches. Following training,
they could be appointed as assistants to the group ranch
manager and perform as field extension advisers to extend the
reach and the scope of the manager's influence over technical
developments.

Finally, we recommend that more emphasis be given to
management through management firms. We understand that the
management assistance provided by Allied Ranching has been
very valuable. There are other groups and firms in Kenya
with exteunsive ranching experience which could assist in
difficult cases. Their services tend to be expensive, and,
especially in times where profit margins are narrow, it may
seem impossible for the ranches to carry these management
costs. On the other hand, the costs of failure of the ranches
because of continued bad management, with the resultant large
losses in production and in AFC loan funds, would be much
greater.

(3) Finance and Planning

. The ranch development program is based on
loan financing through the AFC. The AFC therefore can have a
very great influence over developments. The IBRD Review
Mission Draft Report covered the subject of financing
policies and options in very great detail. Here we only
highlight a few items which we consider to be of key
importance.

It seems clear that more equity is needed. Developing
ranches on the basis of owner equity of less than 20 percent is
very poor policy. It creates a very heavy debt burden and, at
the same time, encourages individuals or groups with very
limited resources, and presumably experience and management
ability, into the industry. The aquity requirements for
ranch development with AFC financing must be sharply
increased, even if this means a slower rate or development,
which it probably does. S S

_ Ranch development must be done more slowly and in a wore
- gost conscioua way. There is a tendency to try to do N

i2G9





http:implementation,.of









http:ss�,*.ad



http:supplies'.or




%,  Bich Potential Areas
~ .In'thiz section we make recommendations. for policy
chengs toward livestock production in high potentidl areas,
recommendations which cover the few topics raised in Section D
- present Policies, Lelow. We give special attention to the'
matter of dairy bull calves sincc this was specifically
requested in the study terms of reference. .

a. Intensive Fodder§~Paature Improvement,
ternate Husbandry |

We are convinced that there is considerable
further scope in the high potential areas for increasing
1ivestock and meat output through an expansion of these
techniques. We recognise that prices must be considered right
before these investments will pay and therefore have any hope
for implementation. Further, we believe that a much greater
research and extension, especially extension, effort is needed
to promote these practices among small farmers in the high
potential areas. In Narok and Kajiado, of course, it is
probable that major changes in land tenure and way of life
would be necessary, even if the land officially designated
7one ITI and II in those districts is really suitable for such
improvement.

According to our estimates in Section C above, there will
be 1.56 million ha. of land in Zone II and 2.92 million ha. of
land in Zone III still available for livestock by 1990. We '
have calculated that 270,000 ha. of Zone II land and 42,400 ha.
of Zone III land are already under one or another of these
forms of improvement. Our basic projections assumed that, by
1990, there would be 252,000 ha. in Zone II and 130,600 ha. in
Zone III under these improvements, a natural result of the
increase in cropping and related activities. On the basis of
our study of land characteristics, we estimate that a further
50,000 ha. in Zone II and more than 800,000 ha. in Zone III
would be suitable for these improvements. with an active
policy of research and extension, we would estimate that
30,000 additional ha. of Zone II and 300,000 ha. of Zone III
could be put under one or more of these systems by 1990.

The supply effect would be considerable. For Zone II,
land so improved would have an increase in carrying capacity
from .6 ha. per L.u. to .3 ha. per L.u. Thus the carrying
capacity of the 30,000 ha. would increase from 50,000 to
100,000 L.u. For the 300,000 ha. of Zone III land, the
carrying capacity would increase from 1 ha. per L.u. to .5 ha.
par L.u., or from 300,000 L.u. to 600,000 L.u. The total
potential increase would be 353,000 L.u. Using an offtake
rate apprcpriate to improved pastura in these zones, »
20 percent, and a CDW of 200 kg per L.u., the incremental meat
supply per year would be 14,000 tons. ' o

b. Herd Improvement

.. We roccamend that further attention be.given to.
Jherd; laprovement. Thﬁ_bhqt;;g§§g§}aq;FQQQMa;QhQuld;ﬁgﬁ
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.8 Price poll f

This section provides our recommendaiicng Wil rounrd
to price policies, and our estimates ot_tho3suﬁp1y~1mnaetfa£yi‘
the recommended policies. B : ¢

a. Scope of tha Problem

As discussed in Section D 2 ‘h., Present Price
Policies, the question is complex and there are many different
levels at which prices must be considered. Figure III-
beginning on the following page gives an analysis of the
various price levels, based on the parties within the industry.

b. Two Questions for Decision

Any recommendations regarding price policy must
deal with two separate questions. First, what should the
prices be? Secondly, how should these prices be achieved?

That is, should the prices be achieved through direct controls,
indirect controls, or no controls. If no controls, this means
that the specific prices- are only suggested and it is assumed
that economic factors and the actions of Government agencies
will more or less result in these prices. At present, certain
livestock and meat prices are controlled directly or indirectly,
and others are not controlled at all.

In sub-section c. below, we recommend a set of prices on
the assumption that all prices would be controlled. In sub-
section d., we make our recommendations regarding which prices
should be controlled.

In summary, we recommend the prices be increased, in
varying amounts, all through the production and consumption
chain. Although we make specific price recommendations for all
grades at all levels, we recommend that wholesale and retail
prices for grades FAQ and above be de-controlled. .

c. Recommended Price Levels

(1) Prices Recommended

In considering what price levels to
recommend, we have .used the following guidelines.

e For retail prices, there is a role for
equity or fairress in setting prices.
Consumers should not be unduly favored
or penalized.

e Retail prices also have an impact on demand,
or quantity demanded, and in viewof = 7 O °
population increase and land limitations,
increases in irea) consumer prices areé |
generxally desirable. ’

.e . For producer prices at variout levels,.the
' objective should bz to provide adequate




ﬁPartz
. Primary Producers
~1, Pastoralist - N.E.

2. Pastoralist - Southern

3. Breeding Ranch

-4+ High Potential

‘Middlemen
Tty Tragers

FIGURE III-5

LIVESTOCK AND MEAT PRICES
PARTIES AND PRICES WHICH AFFECT THEM

" Prices which affect

Immatures - LMD buying
(KMC Realization)

0l1d range fed
(KMC Realization)

Various, KMC producer

Immatures - Feedlot
buying.

Matures - KMC and others.

Immatures - Feedlot
buying.

Matures - Mostly non-KMC.

Set own buying prices -
compete with LMD,

Selling prices : RMC,
ranches, other processors.

Risk if'iuadeqnate

Will not sell except
in crisis.

Will sell less.
Probably small impact.

Will keep on ranch.

Will lose money and
fail. Could mean
serjous output loss.

Will keep.

Will switch to other
activities. Could
mean very serious
output loss.

If margins too low,
may withdraw from
business.

Current Status

Pricei'adpquggg

Prices probably’
adequate.
Prices low.

Prices low.

Prices 193,

Prices very

low.

'érébiglig
adequate.’



Farty
2.

-<atteners
"71. R Ranches

2. Feedlots

;Prcﬂaasors‘

‘2;72rivate abattoirs

Prices which affect

Set prices, buying or
selling.

LMD ranch prices

KMC purchase prices
(standard, FAQ)

LMD immature prices.
Ranch immature prices.
Backgrounder prices.
KMC producer prices,
FAQ and Choice.

Feed and input prices.

Producer prices
wholesale and ultimately
retail prices.

Export prices

Same as KMC, but no control
and generally no export.

Risk if inadequate

Curr-ntVSthsggf

If producer price too Probably

low, could lose
throughput.

If ranch price too

high, unable to sell.

If margins too

narrow, lose excessive
- amounts.

If margins too
narrow, may fail.
Could mean serious
check in supply
increase from this
source.

If margins too
narrow relative to
feed costs, reduce
or close down.
Result would be
serious loss of
Choice and FAQ.

Low producers make
KMC uncompetitive
buyer, reduvce
throughput.

Low margins cause
losses, weaken KMC
in market.

Costs so0 low no
problem.

adequate, but
margins conld
be wider.
Ranch pricos
perhaps too’
high.

Margins lqy,

Margins s
adequate for

operations, ta
FAQ. - Iaadoqn&taf
for choice or
new 1nvoltl.at

Producer priceﬁq
low, . speﬂialljﬁ
choice and”
standard.

Some grada
margins low.:

Prices adequa‘e



Poriy
fonsy:2rs -
1. Tcurists

2. Hich income urban

3. Low income urban
4., Rural

Prices which affect

Wholesale and retail prices,
FAQ and Choice.

Retail price, FAQ

Retail price, Standard

Retail price, Standard
and Commercial

e inlaiain

Risk if inadequate 2“_“_‘:23.53'*}&::

Tourist <rary little Prices low
price elusticity of

demand, but hotels

and restaurants

considerable.

Considerable p~ice Prices =¥
elasticity, estimated

at -1.2., If prices

rise, consumption

should drop.

High price elasticity Pricss 10!
probable (use -1.3)
but little eviaence.
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__ %his can most easily be done by compsring: the Sevents
estimates made by the IPRD for two specific average weights of:
ranch-produced animals with the rcvenues under current .
average weights by grade and our proposed prices.

Revenue calculated 'Revenue using .

S by IBRD 1976 avarage weights
Weight of ExIsting recommended ExIsting recommended
carcass " prices prices prices prices
160 kg 5.16 7.30 6.16 7.00 '
180 kg 5.96 7.66 6.85 7.71

Based on these two weights, our recommended prices would
have about the same revenue effect as the IBRD recommended
prices, once the difference in average weights by grade is
taken into account.

It is true that the IBRD recommended a very low LMD
selling price for immatures, Sh '1.91 per kg. liveweight,
equivalent to the value as commercial meat. However, since
many LMD animals grade standard, this is not a realistic price.
_ We believe our proposed prices are realistic. Although they
are higher than those proposed and assumed by the IBRD, we
believe that they still make the ranches viable, especially if
management and other improvements recommended in section 5
above are implemented.

For the feedlots, the proposed increases in the producer
price for standard and the proposed LMD selling prices will
naturally increase animal purchase costs. On the other hand,
our proposed increase' in KMC FAQ prices and our relatively
large proposed increase in choice should help considerably.
The proposed opening of a significant differential between
FAQ and choice (up from Sh 0,10 to Sh 0.40) should encourage
the feedlots to return to the activity they do best, fattening
ranch bred cattle from standard or FAQ to choice. With the
very narrow current differential, this activity has almost
disappeared, with a corresponding drop in the percentage of
choice animals sold to KMC.

We perhaps should recognise that KMC currently hds
difficulty in getting mor» money for choice than for FAQ,
either in the domestic or export markets. Thus, KMC would
prefer a minimum FAQ-Choice differential. However, we
bélieve our various merchandising and grading recommendatiomns
may 3olve this prcblem.

We believe that the proposed prices will, on balance,
benefit thc feedlots. However, we reiterate the point that an
even more impcrtant recommendation to the viability of ,
 feadlots is that of finding ways to help the feedlots obtain.
‘feedstuffs at reasonanle prices.






My 1978, Appiying these percentages to the.presant:Sh

:9.00'
- qupozt-price, we would have 12.00 in 1977 &nd 14.50 in-1978.
'These wiuld be reasonable prices rolativc~t9.propoqod;pzq¢ucq:,

and wholescle prices.

Secondly, we balieve that there is scope for improvea. ..
export marketing by KMC, as described at some length in
Chapter V. This includes selection of target markets and, for
a small volume at least, special high quality exports to high
priced markets. We believe that thesc activities will make
the returns to KMC from exports more attractive than at present,
even at prasent general export price levels.

Thirdly, we recommend that the Government give to KMC an
export rebate similar to the rebate recently granted for
canned corned beef and beef extract exports. We believe this
ig reasonable since chilled and frozen meat is a processed
product. Should the rebate be 10 percent at current prices, it
would increzse KMC's return from Sh 9.00 to Sh 9.90 per kg, FAQ.
This would still be less than the proposed wholesale price for
FAQ hindquarters, but the gap would be narrowed.

With regard to canned corned beef, as noted elsewhere,
the product is made from commercial grade carcasses with some
standard and trim from the higher grades. We have proposed a
very modest increase in the producer price of commercial. With
the relatively favorable current price of about Sh 150.00
(US$ 18.00) ex factory per case (24 x 12 oz), and the recently
approved 10 percent export rebate, we believe that the canning
operation will remain profitable with reasonable throughput.
In Chapter II we explain our view that, in spite of frequently
expressed opinions that the demand for the product is decreas-
ing, we believe that it will remain strong. Further, we
believe markets other than the Uhited Kingdom can and should
be explored, and could provide greater profits.

d. Recommended Extent of Price Controls

The above price recommendations -were made on the
assumption that all prices would be controlled. However, all
prices are not controlled even today and we believe that some
diminution in the degree of control would be desirable.

We believe that the previous recommendation, made by the
Ministry of Agriculture in late 1976, that the FAQ, Choice and
Prime grades be freed, is basically valid and we support it.
But we would limit decontrol to the wholesale and retail puices.
In more detail, this would mean the following.

For retail prices, the prices on FAQ and choice cuts wouid
be freed from control. Butchers could charge what they liked
for these cuts, although competition would prezuniably tie
- prices to KMC prices. However, ungraded cuts, prazsumably made
£rom 3tandard carcasses, would remain price continlled. - This
would siso give the opportunity to the price control mechanlim .
to ‘control the use cof tie designation'choice'andvptit*fOngtha;f
cuts. Retail prices for bone-in and bone-out meat would remain
veatrolled. o S D


http:prfir.on.th



http:1a~u.'.to







‘probable that the supply impact would 'be ‘mors: seric
;luggoutod by wur: oltinaton.

Revised Supply Projoction. Assumin R.cbullnd‘f Policias_
We have estimated that a total of. 97 252 ‘tons.of meat,

6vor and above the 165,000 tons in our basic projoction.. wonld
be produced in Kenya by 1990 if the recommendationl set out in

Section F are followed.

The total projection would be as follows, in 000 tons.

Sheep and
Beef Goat meat Total
1975 . 143 66 o 209
1990 Basic Proj. 111 54 ‘ 165
Supply Impact 70 27 97
1990 Revised
Projection 181 81 262

This is a significant increase, amounting to 25 percent
between 1975 and 1990, or an average annual increase of a
little less than two percent. It will still mean a
decrease in per capita consumption in Kenya from 1975 levels
and further mean that, if there are to be exports, a positive
program involving further, small, reductions in per capita
consumption will be required.

As in Section' E above, we have attempted to allocate the
individual supply impacts among the regions of the country to
produce an estimate of production by region by 1990 assuming
revised policies.

The results are on the following page.
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waight factors adjusted to cold dressed weight. Howewer, it.
is.2lear from.Annex Table III-1.3 that waights of carczcses in.
1973 were couacidarably below those in 1970. The question was
- vhether to raise t2 weights for 1970 or lowerx: those for 1373,
Tt was found that using Aldington and Wilson's weight factors,
the average cold dressed weight of carcasses in 1970 camé to-
108.5 kg -- only slightly above the weight of cormercial grade
carcasses in that year. However, cattle slaughtered in. the
districts are likaly to include those that would grade as
standard and some cattle even heavier than is normal for
standard grade. Thus there scamed to be a case for using
weights in 1970 11.1% higher than Aldington and Wilson's
while using their original weights for 1975. Aldington and
Wilson suggested that their weight factors might be on the low
side (p. 9). Higher weights have been used by Peberdy
(1970 p.24) and subsequent authors estimating beef output in
1970. :

An estimate of the supply balance sheet was drawn up to
check the consistency of the figures for supplies and their
utilisation (Annex Table III-1.4). In the balance sheet it .
is estimated that imports of livestock were equivalent in
meat to the smaller number of heavier cattle that were o
exported to Uganda etc. It also appears that the high level
of KMC supplies to the domestic market in 1970 provided most
of the meat required to .supply Nairobi and ‘Mombasa -in a year

of depressed urban beef consumption.



ANNEX TABLE III-1.3

AVERAGE COLD DRESSED WEIGHTS OF CA_RCASSES REPORTED BY K.M.C. (XG)

~ Carcass Grade’ 1966 © 1967 . 1968 .. 1969 . 1870 1e71 . 1972 .. 1973, 1974 . 1975 19387
Baby Beef 224 229 226 225 - - - - - -
Pirst/Prime 253 253 . 265 . 246 218 237 249 256 243 2M
éaQ/Choice 220 237 246 242 242 226 226 229 226 215
FAQ - 200 205 215 221 222 209 197 207 205 199
Third/Standara 154 1s2 . 156 155 154 146  153- 155 143 126
Fourth/Commercial 114 109 .. 120 111 108 104 103 103 94 93
Manufacturing 106* ~ 100%° 109 103 99 95 100 102 80 89
Reject . 150, . 124 . 132 .. 136 . . 111 . 127 . lo4d . 117 95
°"?§21§h223§a93 147 142 158 145 140 132 143 148 126 125 WK

‘A weighted average of Manufacturing "A® and "“B".

. Athi River only.

‘Sourcs : KMC Annual Reports.



Teoms cow

g Izons N
~ supply 000 mt
(1) Recorded Kenyan output ~ - 115.3-
(2) Imports (unofficial, approx. 54, 000 head) 5.4
(3) Supply - 120,7

Utilization of supply

(4) Slaughtered within district of :
production 86.6-

(5) Meat equivalent, Cattle supplied
directly to Nairobi and Mombasa 1.1
(6) KMC procurement 27.5

Exports of livestock

(7) Official (9,706 head) 1.4

(8) Unofficial (approx. 30,000 head) 4.0
Total 120.7
Sources :

Row (1) Annex Table III-1.2, col,(9)
Row (2) Meyn’(197o) p-23
Row (4) Annex Table III-1.2, col.(7)

Row (5) A residual but related to Annex Table III-1.2 col. (8)
minus KMC Procurement.

Row (6) KMC Annual Reports.
Row (7) Trade Statistics
Row (8) Meyn (1970) o.23

Cur estimated output of 115,000 tons in 1970 is compared
with other estimates in Annex Table III-1l.5 below.



AWNEX TASLE III-1.5:
'COMPARISON OF RSTIMATES OF CATTLE OUTPUT 1970

o Offtake  C.D.W.  Output
Sources . 000 head kg. per haad (CU mt
‘Phis study . 957 ' 120 115
Pebardy (1970 p.24) 1,464 93.6 - 137.1

(Calves) (432) - (27.2) (11.7)

. (Cattle) (1,032) (121.5) (125.4)
UNECA (1972) : 912.7 150 136.9
Moyn (1970) 1,712 101 173.9

(Calves) (497) ‘

Meyn : Offtake - Appendix 3, Table 5-9
Output - Appendix 3, Table 12

Our estimate is consistent with Peberdy (1970) when
figures for calves and unrecorded hides etc. are excluded
so as to come closer to the 'commercial supply'. The UNECA
report of 1972 assumed that carcass weights were 30 kg higher
than those used here or those used by Peberdy, thus resulting
in a higher level of output. Meyn's figures for the number of
cattle produced in 1970 are probably higher than ours due to

e Inclusion of calves, which also depressed
the average weight per head.

e Inclusion of cattle in the output which
are part of losses in remote areas and
for which even the hides are not marketed.

e Other differences arising from his
methodology based on herd structure

D. Estimation of Cattle Output 1975

Our estimates of cattle output in 1975 were based on the
same sources as those for 1970, supplemented by early results
from the Integrated Rural Survey I. The figures for +he weight
of edible tissue per head of offtake, equivalent to carcoss
CDW, were 10 percent lower than those used for 1970 as stated
in discussion of Annex Table III-1.3 above. Lower carcass
weights were also to be expected in 1975 afier sevcral dry
yeers and raduced forage supplies in many rangeland areas. Our
estimates of output in Annex Table ITI-1l.6 are related to
utilization in Annex Table III-1.7. Data from this bhalance
sheet ware then transferred to tables in Chapter Ii on the
pattern of prccurement. : :







upply :
(1) Recorded Kenyan output | 1£2.5
(2) Imports (unofficial approx.19,000 head) ;2.4
(3) Supply | o 144.9

Utilization of supply
(4) Sluushtered within district of

production 113.8
(5) Meat eqnivalent, Cattle supplied
directly to Nairobi and Mombasa 14.1

(6) KMC procurement 16.7

Exports of livestock
(7) Official (2,704 head) 0.3

Total ' 144.9

Sources
Row (1) Annex Table IIXI-1.6, col. (9), Supply 1975

Row (2) Estimated from data on cattle movements Annex
Table III-1.6, col.(3).

Row (4) Annex Table IIXI-1.6, col. (7).

Row (5) A residual but related to net exports of Districts
plus international movement of cattle minus KNC
procurenent.

Row (6) KiiT Annual Reports
Row (7) Trade Statistics
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| Although mot dirzectly concerned with livestock, the
MW is vitally interested in grazing conditions especially in
National Parks and on game migration routss.

The Kenya Rangeland Ecological Monitoring Unit (KREMU)
secks to provide broad scale ecological data on which to base
range managemsnt plans. Specifically it is interested in
changes in animal distribution with season and changes in
primary production with rainfall. The project began in 1976.

B. East African Community (EAC)

1. The East African Agricultural and Forestry Research
GrganIsatIon lEAAP%ES

This is funded by the EAC with its headquarters at
Muguga, north of Nalrobi. Their Animal Production division,
which does research relevant to this study, is staffed by
eight research officers. Staffing is made difficult by low
salary scales, the demand for Tanzahian and Ugandan
researchers in their own countries, and the current political
climate within the EAC.

Current research is entirely associated with Boran and
Zebu in marginal areas. Activities fall into three areas of
investigation - plant introduction, silage production and
evaluation of existing vegetation.

e Plant introduction - the division has
a 1600 hectare station at Athi River
(Ecozone 4) where 30 to 40 varieties of
grasses and legumes for reseeding and
oversowing are being evaluated.

e Silage production - in cooperation with
the Beef Research Station at Lanet,
crop husbandry trials are being
undertaken on various crops to determine
their suitability for silage production
in Ecozone 4.

e Evaluation of existing vegetation - using
cuttlng experiments, researchers are
attempting to develop a predictive model
to relate rainfall regime, grass and soil
type to the probability of forage °
production and the resultant effect on
bresding and meat production.

2. The East African Veterina:y Research quanisation

o This i also funded by the EAC and has its
;§§y4quaxtarl at Muguge *together with EARAFRO.



C. ; _“, ‘ ‘
1. The International Cesntor for Insect Physiology and.
"~ Eeclogy (XOYP®Y -

This oryanisation concentrates (as its name says)
on the physiological aril ecciogical aspects of insect life and
‘the implications this reveals for insect control. 1In this.
respect thelr ragearch may be thougnt of as innovative as
opposed to directly pioductive. Of dirsct cuncern to the meat
industry is their research into tsetse fly and tick -- both
very important livestock disease vectors.

2. The International Laborator for.Research on Animal
Diseases (ILRAD)

ILRAD is supported by the Consultant Group on
International Agricultural Research, a consortium of donor
couni:ries and agencics. ILRAD's emphasis is on trypanosomiasis
and thelleriogcis (East Coast Fever). The center is scheduled
to be at full operatiiig strength by mid 1978 although the
research program on both diseases has started.

3. The International Development Research Center (IDRC)

This is a Canadian Government sponsored research
organisation based in Ottawa which seeks to support research
by indigenous scientists into local problems. In Kenya they
are supporting trypanosomiasis and East Coast Fever
investigations and the EAC (see Section B). At the
Commonwealth Institute of Biological Control in Curepe,
Trinidad, a related program in tsetse fly control is being
assisted and is coordinated with efforts in Kenya.

D. Organisation for African Unity (OAU)

The Interafrican Bureau for Animal Diseases performs a
coordinating function among member states in information
distribution. At the raquest of members it also helps to
identify projects and to find suitable funding agencies.
Currently it is involved with three projects in various states,
including a survey of food and feed for beef, distribution
of disease resistant animals and rangelands development on
border areas.
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the further ex , g, at this’
time. The reasons are 1 T e
e The present single shift capacity of the

modern plants (including Halal) of 1,400

head of cattle per day or 364,000 per

year, is already in excess of apparent

cequirements for modern slaughter. KMC's

highest annual slaughter since 1971 was

about 210,000 head and the 1975 figure

was about 134,000. Even with the various

improvements proposed elsevhere in this

report, and by many others, there is’

unlikely to be a strain ~n this capacity

for some time to come.

e Wwhile it is true that seasonal
requirements, in the dry weather, can
sharply increase the short term capacity
requirements, much can be dcone with
overtime (as KMC demonstrated in the
autumn of .976) and even more with two
shifts ac Athi River. Although it might
be theoretically possible to run two
shifts at 1,000 head per day each at Athi
River, we feel the practical limit is
750 per shift and the ideal figure would
be two shifts of 600 each. This would
permit expanded operations with
practically no increase in staffing.

e Should it develop that additional
capacity is required, we imagine that it
will be in Coast Province as a result of
ranch and feedlot development and
improved transport from the North Fast.
The Mombasa Plant should then be
expanded, probably by adding additional
chill room space, blast freezing
facilities, and facilities for expanding
slaughter of smallstock as well as
cattle. It would probably be desirable
to add a canning line as well.l- We
estimate that 48 months lead time is
necessary for a major expansion or a

1. We understand that, as a result of a visit by a leading
Arab financier in December 1976, the KMC is seriously
considering the addition of a canning line in Mombasa
which would cost $5 million. KMC is making its own o
feasibility study. Frankly, we believe this is premature
and not justified on the basis of (1) the condition and:’
present utilization of the canning line at Athi River,

-and. (2) . the current demand for canned corned bee :
‘& project built with a’"soft Arab loan costs money:!




enginsering, four sonths $oF &

4 acceptance of otfers ‘any 24
for oonstruction.' We 4o nOt b
‘that availabilities will incres
rapidly that 48 months iead tis
be a problem.

Should further capacity be required
eventually, consideration might be given
to a new plant at a location such as
Archer's Post. The primary purpose
would be for processing smallstock
produced in the North East, but the plant
might also have 40 head per hour gravity
rail system for slaughtering cattle in
drought periods.
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" CHAPTER V

* MARKETING

This chapter provides our analysis and recommendations .
on domestic and export marketing of meat. It is, of course,
tied in with material in other chapters of the report, such
as demand (Chapter II), price policy (Chapter III) and
KMC's operations and management (Chapter vI).

There are three sections to Chapter V : A - Export Market

"=Domestic Market Trade Offs, B - Domestic Marketing and
C - Export Marketing.

A. Export Market-Domestic Market Trade Offs

Under current supply and demand conditions, the export
of meat performs two very useful functions, in addition to
providing Kenya with much needed foreign exchar.ge. Export
of canned corned beef provides an important outlet for
commercial grade beef which might be difficult to dispose of
on the local market, as well as fat and trim from higher
quality carcasses. Export of chilled and frozen meat
provides an outlet, normally at very favorable prices, for
high quality carcasses which may be in excess of local market
demand. Of course, in the past year or two, with export
prices depressed and local production costs increasing,
export of high quality meat has been less profitable.

Taking all the costs, including indirect costs such as
those involving the selectivity of some export markets,
which leaves KMC with large numbers of forequarters or other
parts which are difficult to dispose of locally, export has
been taking place at a loss.

In the short term, that is the next few years, we
believe that export heef prices will recover and that KMC
will be able to export at a profit again. If the
recommendations designed to improve export marketing in
_subsequent sections of this chapter are adopted, this
should enhance the potential level of exports and their
profitability, as will the recommended export rebate. During
this period, exports should continue at a relatively high
level and continue to clear the market of surplusses in
specific grades, and earn valuable foreign exchange.

within a few years, however, it appears that domestic
meat demand will overtake supply, especially of beef. Our
projections indicate this, as do projecticns of other P
_ authorities. When that happens, any exports will be at the -
| awcanse of a reduction, or a further reduction, in



‘per capita meat consumption in Kenya. The questiox. thsn:

s vhether the Government should make a special effort to.
continue exports under these conditions. o : o

¥We believe that the Government sliould do so. However,
we would recommend, as we do in more detail in section C
below, that under these conditions, it 4r very important -
for exports to earn the maximum possible return per ton. - °
This means export of high quality sides or cuts to special
high quality markets, and canned corned beef to markets
which pay the highest possible price.

Exports have an impact on domestic prices under these
conditions. 1In fact, any change in the level of exports will
affect domestic prices, which is part of the domestic market
-export market trade off. We have made a calculation to
illustrate the trade off. We have assumed an increase ln
exports in 1980 by 11,000 tons of meat. &Hpplying projected
consumption figures, populat:ion, income, urban and rural
demand and other factors, and assuming our recommended
retail price increase of 20 percent in real terms, we
calculate that such an increase in exports would mean an
8.5 percent decrease in domestic supply and a six percenat
increase in real domestic prices.

Should Kenya be in a position of no export surplus at
current prices, an export program which resulted in an
export of 11,000 tons would have a similar effect. Of course,
any changes in the conditions or assumptions would change
the price effect, but prices would certainly go up.



. Domestic Marketing
| Domestic marketirg of meat in Kenya is handled at the
wholesale .evel by the KMC and by private slaughterhouses,
and by a wide range of retailers at the retail level. The KMC
supplies a relatively small proportion of the total local
demand and is widely considered to be uncompetitive with the
local slaughterhouses. In the first sub-section below, we
examine KMC competitive pcsition vis-a-vis the private plants
and find that, under present conditions in Kenya, and in the
KMC, KMC is very uncompetitive indeed. The second major sub-
section below deals with several special KMC issues such as
health standards, grading practices and custom slaughter.

l. Comgetitive Ability to Attract Livestock

a. General Comparison

A review of KMC's present methods suggest strongly
that KMC is not very competitive with the local slaughterhouses
in purchase of livestock. The main points follow :

® KMC purchases livestock on a CDW basis
and generally pays the minimum prices
fixed by the Government. Higher prices
are paid for high grade cattle purchased
from feedlot operators. Exceptions are
also made on rare occasions when high
grade cattle are required for export
orders. However, almost 98 percent of
the purchases are on CDW basis at
minimum prices. :

private slaughterers do not operate on
a fixed price policy. They buy
liveweight cattle at market prices,
which are ever changing.

e KMC has a very unaggressive policy on
procuring livestock in the numbers and
quality required, at different times.
Except for high grades which are
purchased from established commercial
ranchers, receipts of cattle are not
planned. More than 75 percent of the
cattle are purchased from pastoralists
who bring in cattle at their convenience
and KMC accepts whatever is brought in.
KMC has, therefore, little or no contzol
over its daily throughput. Very wide
fluctuations have been recorded in
KMC's daily throughput.

On the other hand, private slaughterers: ..
appear generally to be able to obtain the.
roquired number of cattle,. at required:.
times, and-in required:quality:by.theixr

£ollowing 'an aggzessive:policy.of.going
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SCHEDULE V-3

KMC PRICE D.rFERENTIALS - PRODUCER PRICES VERSUS SELLING PRICES, LATS 1976

Sh per kg.
Beef Grade  and Type Producer Selling Price Differential
Pasgsed or N & :
Grade “retained Quarter Pri?e Quarter . Average :
Prime - Passed Fore ) 8.55%)
Hind ) 7.20 10.25%) 9.43 2.23
Choice Passed Fore ) - 8.45 )
Hind ) 7.10 10-;5 ) 9.34 2.24
FAQ Passed Fore ) 6.10 )
Hind ) 7.00 9.90 ) g£.08 1.08
Retained Fore ) 6.10 )
Hind ) 6.30 9.90 ) 8.08 1.78
Standard Passed Fore ) 5.70 )
Hind ) 4.85 6.30 ) 6.02 1.17
Retained Fore ) 5.70 ) .
Hind ) 4.45 6.30 ) 6.02 1.57
Commercial Passed . Fore ) 5.50 )
S Hind ) 4,25 6.00 ) 5.76 1.51
Retained Fore ) 5.50 ) - '
Hind ) 3.90 6.00 ) 5.76 1.86
Manufacturing Passed & Fore ) 4.20%) .
R Retained  Hind )  2-43 4.70%). 3-46 2.01

xlﬁhxaQe}of all grades (weighted) 5.265 6.763 1,498

ptimated =
ased on 52/48 Hindquarter/Forequarter ratio












“Throughput (000's head
of cattle

Percentage of plant capacity
“based on estimated capacity
of 275,000 head a year

Price differential required
. between buying and selling
prices to break even

Sh per kg. (based on 1975
level of fixed expenses)

SCHEDULE V-7

KMC BREAK EVEN CHART
FRICE DIFFERENTIALS REQUIRED AT VARYING LEVELS OF THROUGHPUT

(1975)

132.4 150.0
48.2 54.6
1.56 1.37

Pifferéntial at late 1976 was Sh 1.498 per kg.
Average CDW per head estimated at 125 kg.

175.0

63.6

1.18

200.0

72.7

1.03

225.0.

81.8

0.92

25@.6

50.9

. 0.82

2750

- 100.0:

0.78



~ Tne Terus of Referarce for the studyask us to
consider a number of policiss ‘which might imprcve orioptimize
KMC's operations. In view of the discussion of KiC's . '
coxpatitive ability to attract liivestock and the breakeven .
analysis fcr KMC in the two sactions just abave,~1t~qo¢ml_nlea:§
that KMC should work t¢ increase throughput and decrease costs
i1f it is to optimize its operations.. In tho sub-sections

which follow, we cover a number of specific points requested in
the Terms of Reference : price policies, subsidies, health
standards, grading practices and custom slaughtering. We .
should also point out that, in Chapter VI, we report the
results of our management study of the KMC and make a great
many recommendations.

a. Price Policy

Price policy is discussed in considerable detail
in Chapter III. Basically, we recommend that KMC producer
prices remain controlled but that they increase by varying
percentages in order to make KMC more conpetitive in
purchasing animals, especially standard grade, and to: provide
an incentive for increased output. We recommend that
wholesale prices be increased as well, by a slightly lower
proportion on average than producer prices, with the
objective of giving KMC a weighted average margin of about
Sh. 1.20 per kg. CDW. Retail prices should be increased in a
similar way. For wholesale and retail prices, we recommend
that prices be decontrolled for FAQ grades and above.

The objective of these price recommendations, from the
point of view of KMC, is to help KMC increase the throughput
of animals in order to make a margin which is lower than that
required in 1975 but adequate for a slight profit at a
throughput of 180,000 head, which we consider a reasonable,
minimum long term target.

b. Subsidies

On the basis of our analysis, two possible
subsidies might be considered for KMC : an export rebate and
a subsidy to compensate for KMC's service as a buyer of last
resort of any animal offered.

(1) Export Rebate

Although we have not found it explicitly
stated anywhere, we believe that the Government wishes to ,
at least maintain exports of meat at a minimum level, even at
the cost of reduced per capita consumption in Kenya. We agree
with this policy; Kenya needs foreign exchange. However, in -
a market economy such as Kenya's with the exporting - ’
enterprise under some pressure to operate comparcially and be:
profitable, it may be difficult to maintain exports.in the.
ace of declining per capita output and risin . domestic prices.
ather this in fact occurs depends in large "
’- rices, which are expected’to:incraasdBus auky

tional p



' herefors, to help ensure a minimum level of exports;’we
recommnd that the Government p:ovid.;xnczuitgwgq;ggnqgﬁi,J
rebate for fresh meat, similar to that provided for canned:

corned besf. The level might be the same 10 percent provided
for canned corned beef, or soma other level appropriate to: the
export rebate system. . : - ,

This recommendation is discussed in more detail under
price policies in Chapter III. : ' ‘

(2) 'ﬁuzer of Last Resort Subsidy

As a buyer of last resort, KMC is forced
to accept certain inefficiencies in its operations which it
could avoid if it were free to purchase ox reject animals at
will. The major result is ar uneven throughput which either
requires KMC to maintain a plant and staffing higher than
would be the case if throughput were more even, or to pay
considerable amounts for overtime and casual labor.

At the time of large scale distress sales of pastoral
cattle in late 1976, we considered proposing a subsidy payment
on each such animal that the KMC was required to accept, since
the cattle were very poor in quality. However, on the basis
of KMC's preliminary figures for 1976, these large scale
purchases resulted in a very high throughput for the year,
lower unit costs and profits. Thus, this approach to subsidy
does not seem feasible.

We must conclude that the development of a feasible
formula for such a subsidy requires more work, and we are not
prepared to make a specific recommendation. It may be that if
KMC follows the various other recommendations made in this
report, including those in the Management Study, Chapter VI,
and if our price recommendations are accepted, KMC can operate
at a reasonable profit level without an additional subsidy,
even though, in theory, such a subsidy could be justified.



‘o. Inspection and Health Stindard

 ore ot the sdvantages the private:sleughtet-
" houses have over the KMC 'is the lowér health: standards they.

follow and the lower level of health inspection they are .

subject to. ' For this study, health and inspection ‘standards

'in the two KMC plants and two of the better private slaughter-
houses were evaluated by the Team Veterinarian, - - e

(1) KMC Facilities

The KMC plants have been the subject of
meat and hygiene inspection by the Department of Veterinary
Services for a number of years. A review of the current
situation indicates that the level of sanitation at the plants
remains very good and the inspection procedures are very
thorough by international standards. Observed cooperation
between the Meat Inspection Service and KMC management is of a
high order. At both plants, there is ample hot water and live
steam for cleaning purposes. The meat and hygiene inspection
covers sanitation and hygiene in the plant itself and both
ante-mortem and post-mortem inspection of each animal.

The thorough nature of the inspection program is
illustrated by the results. For example, in 1974, the
inspection service recorded a C. bovis (measles) infestation
rate of 23 percent and there were more than 1,000
condemnations (21 or more cysts) at Athi River, .7 percent of
the kill. Liver flukes were found in 38 percent of the heef
livers resulting in condemnations of the livers. Total
carcass condemnations from all causes, including emaciation
and dropsy, C. bovis and severe bruising, came to 3,311,

2.8 percent of the kill. Parenthetically, these figures also
serve to illustrate the seriousness of the measles problem in
Kenya. '

(2) ' Private Slaughterhouses

The small local abattoirs have a much
lower standard of sanitation than the KMC plants. The
facilities examined were overcrowded. There were no head
racks or wooden tables on which to carry out the work or
health inspections. Floors were dirty and hot water was
lacking for cleaning. The only refrigeration was a small
freezer for storage of carcasses having one to five measles
cysts, in order to hold them 10 days to kill the cysts before
gale. Hot meat was loaded directly into metal lined pick up
trucks for rapid delivery to customers. Although these trucks
should be thoroughly cleaned each day, at least one observed
had clearly not been cleaned at the end of the previous day.
The Team Veterinarian and Abattoir Specialist concluded that
there was no way that these plants could be brought up to
reasonable sanjitary standards. As such, they are considered a
public health problem. : ' '

I7ﬁ¢tTho two plants visited are under regular‘inquctionﬁpygg'

fispectors from the Department of Veterinary Service




‘6 1974, the DVS inspected only the milnu.bugmmt
ar the Sexvice was assigned responsibi ity for meat - -
‘{::;o'cuon“thrwﬁ\out ‘Kenya. Through the ond of 1976, the
Service had assumed responsibility only in the major towns
including MNairobi, Mombasa, Nakuru, Eldoret, Kisumu, Kitale,
Thika and Nyeri. It is planned that the Service expand to-
cover the entire country in 1977, although with a current :
staffing of 15 veterinarians and 56 lay inspectors, this might

be difficult.

In any case, in spite of the low level of sanitation in
these private plants, regular inspections are carried out.
However, because of the conditions, and because of the fact
that inspections are by lay inspectors with, apparently, rare
supervision by a veterinarian, the inspections do not appear
to be as thorough as at the KMC. Regarding conditions, it was
observed that head inspections were being carried out on the
floor in one plant because there were no tables or head racks
for the purpose. Further, although examinations for measles
are carried out, and mildly infested carcasses can be stored
in the freezer to kill the cysts according to regulations,
there is no practical way to divert carcasses with 6 to 20
cysts to heat processing and canning as can be done at the
KMC. Since the alternative is condemnation and complete loss,
there is a very large incentive to evade the regulations and
put the carcasses on the market, with or without the freezing
treatment. .

Additional evidence that inspections are less thorough at
non-KMC plants is in the lower condemnation rates recorded by
DVS in such plants. Data for Coast Province was quoted in
Chapter IV and is repeated here. In 1975, DVS reported a
cattle carcass condemnation rate at KMC Mombasa of 1.9 percent
while the two private slaughterhouses at which inspections
were reported had condemnation rates of .l4 and .07 percent
respectively. There may be several reasons for the rather
wide difference, including better buying or intake on the part
of the private plants, but one cannot escape the conclusion
that the inspection standards must be lower.

We believe that the lower ganitation standards and,
perhaps, less thorough health inspections constitute both a
public health problem and a distinct competitive advantage for
the private plants and can only assume that the standards at
the private plants under DVS inspectionann.considerably higher
than at non-inspected plants outside of the main areas or those
operating illegally within the main areas.

Both of these problems may be eased by the planned
development of municipal slaughterhouses in many centers
throughout the country. These facilities, while not up to
KMC standards, will have considerably higher sanitation
standards than the existing plants, which they will replace in
whole or in part.












‘more skill: and knowledge and training. ~Fvsa 1£-81aught

cattle auctions are used so that gradee do not rave to.bal:
explicitly and formaily and openly used, 'the KNC'and:other
packer buvers at the auction must be able to *grade” (evaluats)
the animais they buy, predicting the weight and quality of
carcasses tha: the aninals will produce. :

The third problem is that the presence or ahsencs of
"Mgasles” is not apparent in live animals but causes :
devaluation when later discovered in the carcasses. However,
KMC has complete data cn the extent of downgrading due to = |
measles and can “insure” itself by bidding down on live cattle
by an easily-computed amount to cover this anticipated loss.
We understand that abcut 20 percent of the 1975 kill was
" downgraded by one or more grades because of measles. It is
also understood that the incidence of measles is lower in the
lower grades, and in certain areas of the country. This means
that the "insurance" discount does not have to be uniform and
that allowances can be made for factors that might increase or
decrease the probability of getting an infected animal.

(c) Applying Live Grading to Mature
Cattle E :

We recommend that the same grades be
used on live mature animals as on carcasses, since the
objective is to make KMC more competitive by moving the
grading and buying operation, from the point of view of the
seller, up tc the live animal and possibly field location
stage. Therefore, the live grading waould be. by the KMC buyer
and not by the Veterinary Service, since the official grading
for merchandising purposes would still be on the carcass. The
KMC buyer would simply try, using the system described below,.
to come up with the same grades on the live animal as the DVS
grader does on the eventual carcass.

Clearly, if the buyer is able to do this with some degree
of consistency, and assuming that RKMC maintains up to date
records of carcass yields by grade, the live animal price for
each grade can easily be tied to carcass value.

Of course, there remains the problem of live weights. 1If
the buyer is working at a place where there is no weighbridge,
and if the objective is to purchase on the spot for
competitive reasons, the buyer will have to estimate the
weight at the same time that he is live grading. This, of
course, increases the possibility of error, but the graders'
training program would be designed to minimize this as well as
grading errors. : : R ‘ o

.. There may be times when official live grades are .
required, for export of live animals for example.. In:sugh:
cases, it will be necessary for ‘the live grading to:be:dons:by
'DVS graders, who would have to undergo the ‘same traiaing as
:m‘ m "b\w.rl ¢ S SRR Coa e ki e R T
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" In this section of thowa.pott'..vn‘:pmido;;gi;ﬁ;maudn of
competitive sources of oughply 4in potential markets and Kenya's .
comparative advantages wi respect to those markets. We -
discuss 3teps to improve Kenya's compe-itive position in. thosz
markets and specific target markets on which Kenya micht
concentrate. We make a range of marketing recarzmandations
aimed mostly at export markets but with implications for
domestic marketing as well. Pinally, we cover the matter of
export slaughterhouses, and conclude that, for the present and
foreseeable future, the existing slaughterhouses are adequate
and no new facilities need be built. 1In all of this _
discussion, we assume that the export surplus will remain
rather limitea and that the main objective will be to obtain
the optimum returns from the limited amounts of meat which are
exported. .

1. Kenya's Comgetition

Since Kenya's export pattern, especially for fresh,
chilled and frozen beef, has been and is widespread, it faces
competition from most major meat exporting countries. In the
European market, the main suppliers are Eastern Europe,
Argentina, Australia and New Zealand. The Middle East is very
heavily supplied by Australia and New Zealand. African
markets are satisfied by a wide variety of suppliers, including
many in Europe, especially for high quality, well packaged
products. .

In Europe, Kenya would appear to have little comparative
advantage in fresh, chilled and frozen meat products. Other
countries have a well established name, a high volume,
extensive marketing experience, no questions about health
standards and even a transportation cost advantage, because
of shipping rates and volumes.

To illustrate the point about volumes, below are
Australia's shipments to selected destinations by volume
(net shipped weight), in 1973 and 1975. These years are
selected because 1973 was a relatively high year and 1975 a
‘relatively low one, because of EEC restrictions and other
problems. Note, however, that the exports to the Middle East
have increased sharply between 1973 and 1975.






1;&&%&;&1;:qflilbacutﬁing?ohn:t~balcdxenalocilgﬁzqgngg&gQﬁm
\Aﬁpttllilnjﬁytictiﬁi‘ahd“l‘lllt.r.eipqﬁhobk&f3fbtllﬁ‘ o
prcnsttcual‘oxpoudttu:.--tor.tho:uiddlq«!altginw1974£5yupq§,ﬂ
'A% 77,000, second only to Japan and Asia where ths Bcard spent
A$ 3%7,000. Thess expenditures and emphasis are clearly aimed
not at existing lévals of exports but at much larger levels
expected in the future. ' R

It would seem impossible for Kenya to. compete directly, -
head to head, with the major axporters such as Australia. The
fact that total Australian meat exports in 1975 were about
575,000 tons (of which 475,000 tons were beef and veal and
most of the rest mutton and lamb), which constituted less than
half of the Country's production, means that Australia, and
the other major exporters, can afford high level promotional
and marketing campaigns and dominate markets almost at will.

on the other hand, although Australia exports mostly
beef and veal, most of her exports to the Middle East fexcept
Egypt) are mutton and lamb. Beef and veal exports are
relatively minor. Thus, there are opportunities for Kenya to
export relatively small quantities of beef to the Middle East
by picking specific areas and customers overlooked by the
major exporters, or too small for their attention.

2. Steps to Improve Kenya's Competitive Advantage

We do not believe there is a great deal which can or
should be done to improve Kenya's overall competitive position
in the export markets. This does not mean that there are not
things which should be done to maximize Kenya's experts and
the yield from those exports; these are discussed in the
sub-section below. However, with regard to overall
competitive position, we believe that Kenya's potential
volume of exports is so low compared with the major _
competition, that broad steps, such as price cutting, are not
indicated.

Wwith regard to price, it is frequently stated by KMC and
others that Kenya's export selling prices in various markets
are high. Currently it is said that the Australians are
underselling Kenya by 25 percent in the Middle East, and that
some sales are being lost for this reason. No doubt some
sales are lost. On the other hand, there is no one price for
meat, or even a specific type of meat; prices fluctuate and
depend on supply and demand situations of the moment. In:
situations in which the major competition is interested and
willing to quote low prices, Kenya wiil not be competitive and
should not, in our opinion, attempt to be, since this would
mean subsidised exports. But we are certain that: there have
been, and will continue to be, situations in which Kenya can.
make competitive offers, all factors considered, without “: -
cutting prices. ’ o

~ We believe this to be the case even: at the present:
-exdliange rate for the Kenya ghilling, which:is:/genexs
fggl;iqugtp;be?qvurva;ued.~'Putt1nguthcishﬂliingf; %
'walde would; iof course; make: Kenya "9 meat: exports- more :|
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are adequate from & technical pein €
wview, including level of sanitation,

and from ths point of view of capacity:
There Appear to be two possibic areas
of inadequacy i they do not meet EEC
requirements for separate handling of
suspect carcasses and they are aot both
within the Specific Disease Fres Zone
(athi River is, Mombasa is not) .
Neither of these is very important,
considering the recommended target
markets.

The Halal meat plant, under construction,
is also expected to be of excellent
export quality. Assuming it has or will
receive an export licence (we have
conflicting information on that point),
it will absorb a portion of the
exportable animals and, generally, increase
Kenya's export slaughter capacity. We
recommend that it be permitted to export,
since, otherwise, it will have to sell on
the domestic market where the competition
for KMC will be more serious.

Should the high quality export program be
very successful and generate a high level
of sales, it may require some improvements
or expansions in the existing plants.
These would be in specific areas, such as
ageing facilities, rather than in overall
capacity. These would be relatively
modest investments, much less than would
be required for new plants.
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ANNEX
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A. Introduction

This Annex provides additional material on grading. First,
we provide ar illustrative example of an exsrcise for uss in
selection, training and monitoring of graders. At thec end of
the Annex can be found a reproduction of the K«C carcass grade
standards and photographic charts of cattle used by USDA as
part of its live grading systen.

B. Illustrative Procedure to Improve Accuracy of Graders

Figure 1 is from work done by Michael Creek at Lanet. It
was used as the basis for the following grader training
example. In this hypothetical example, two graders are asked
to look at 11 feedlot-finished cattle and estimate the
percentage yield of export cuts. They could as well be asked
to estimate the carcass grade of each animal. In this case,
each grade would have been numbered consecutively from highest
to lowest, and the numbers used in exactly the same way as the
percentages are used in the following example.

After the exercise, the export cuts from the 11 carcasses
would be kept separate by carcass number, and carcass weight
and export cuts weights would be recorded.

Annex Table V-l.lgives the results of this hypothetical
exercise. Grader No. 1 averaged coming within 1.3 percentage
points on the 11 animals in his estimating of export cuts
percentages. Grader No. 2, on the average, estimated the
lot's export cuts percentage yield exactly, doing better than
grader No. 1 on the average. )

On closer examination, looking at data on each individual
carcass (which must be done for each individual grader), we
see that although grader No. 1 was off more on the average, he
was more skilful in lining the carcasses up in order of cut
yield. ‘

Thus, we note that grader No. 2 appeared to accidentally
and randomly guess on each animal. There is no apparent
relation between his guess and the actual cut out yield.

Grader No. 1, on the other hand, though biased a bit,
did an excellent job of lining the live cattle up in order of
cut yield. He can do the job. He must just reset his sights
l‘ bito :

Two rules in training and evaluating graders could be :

e Do not worry about the bias --'it can
be corrected o

m



ANNEX TABLE V1.1

HYPOTHETICAL EXAMPLE OF A TEST OF PERFORMANCE OF
TWO GRADERS ESTIMATING YIELD OF TRIMMED EXPORT CUTS

Actual .. ..Grader -No. L - - - . ... Grader -Mo. 2 4
;*An.imal PEexrp%e;:t - - Estimated Minus Actual cimat - Estimatsd Minus Actual .
Humbex Cac:':t:s:fiit.‘ matimate Difference . ot égﬁ:::gce . .E.s‘ cee -e‘ . Difference . D siffo! ::3“ :
1 35 37 + 2 4 32 -3 9

2 29 29 o 0 32 +3 9

'3 32 32 ) ) 32 0 0

4 27 28 +1 1 28 +1 1

5 26 - 26 0 ) 32 +6 36

6 25 27 + 2 4 28 + 3 9

1 31 33 + 2 4 30 -1 3

8 33 36 +3 9 28 -5 25

‘9 30 31 +1 1 28 -2 4

10 C 28 30 + 2 4 30 +2 4

) . - 34 . . - 35 - + 1 1 - 30 - - ‘ . __15

’ 330 344 14 28 330 0o 114

3a . .31.3 + 1.3 o= 30. - Q. i




‘o Be concorned ‘about . the SUSLLET.OF &
grader's estimates around the actuxl

figures.

| Have each grader fix up a table like Teble V-lifor each.
training exercise. A statistical formula should be used for

. computing the scatter in order to give graders a score each
time =-- and in order to be able to rank thea in'a contest.
Mmuch of the work for computing the scatter, or the variance of
the differences between individual estimates and actuals for
each grader has already been done in Table V-L1 .

Starting with that :

The sum of all

Take the sum '
' v differences, .
of the individual Subtract tity squared ,.

squared cifferences g%ﬁﬁ;;—ﬁz-ﬁazaars

Number of animals minus 1

x

* means "divided by"

For grader No. 1 :

28 - (14)%/11 = 1.02 = "Scatter"
10

For grader No. 2 :

: 2
114- (0 /11 _ i3 4o = "Scatter”
10

The numbers to be squared etc. are usually small enough
that the graders can do their own calculating with pencil and
paper.

Twenty animals would be a better number than 11 for
statistical tests, but with fewer animals at a time, it is
easier to recall each live animal when looking at its carcass
or cuts. This writer has usually used 20 animals and their
carcasses per test of two or more graders..

Graders should also go through this exact same exercise
repeatedly to learn to estimate dressing percent (carcass
weight as a percentage of live weight). The plant would need
to supply live weight on each animal in the test, and carcass
weight. Dressing percent would be estimated by the graders
while viewing the live animals and they would check their
bias and scatter just as explained above. The procedures
outlined herein should also be used to sharpen trainees'
ability to estimate live weight.  Many tests or exercises
‘oould be run with the data on one set of cattle. .









LEGAL MOTICE NO. 278"
THE KENYA MEAT COMMISSION ACT
(Cap. 363) |

IN ﬁX!RCiSB of the powers conferred by section 24 (2) of e
the lenya Meat Commission Act, the Minister, after consultation
with the Commission hereby makes the following Regulations :-

THE KENYA MEAT COMMISSION (GRADING)
(AMENDMENT) REGULATIONS, 1974

1. These Regulations may be cited as the Kenya Meat

Commission (Grading) (Amendmen;) Regulations, 1974.

2. The Kenya Meat Commission (Grading) Regulations,Aare
Sub. Leg. amended by substituting for the Schedule

. thereto a new Schedule as follows =

SCHEDULE
SPECIFICATION OF GRADES iy
BEEF - "PRIME" GRADE |
Eligible slaughter stock-steers, maiden heifers 3
and bulls. |
CDW Limits - Maximum 320 kilos. |
Fat cover - Maximum 15 mm. "KMC
Age - Maximum 30 months, in case of bulls PRIME
18 months. f
Dentition - Maximum 4 incisors (2 pairs) in case

of bulls 2 incisors (1 pair).

Final grading of carcasses meeting the above :
specifications will not be done until after they have |
been chilled overnight and quartered between the 10th
and 11th rib for inspection of the rib eye muscle. ;

"PRIME" Grade beef shall be derived from carcasses
with very good conformation and shall be well finished. ;
The fat covering shall be evenly and moderately :
aistributed over the entire carcass. The fat shall be E
a white/creamy colour and of firm consistency. The rib'
eye muscle shall be well rounded with a bright cherry |
red colour and a moderate amount of marbling. The lean
muscular meat shall have a fine texture. '

The carcass must be free of blemishes other thih“7
statutory excisions. Carcasses retained for measles .. .|
3gr.‘gxc;uded,from this grade. '

venginn L e recir ol




SPECIFICATICH OF GRADES | CRarsl
g - , L - WARK
BEEF - “CHOICE" GRADE |
Eligible slaughter stock - stcers, heifers and
bulls. ~ '
CDW Limits - Maximum 320 kilos.
Fat cover - Maximum 20 nm. KMC
Age - Maximum 42 months, in case of bulls CHOICE
maximum 18 months. .
Dentition - Maximum 6 incisors (3 pairs), in
case of bulls 2 incisors (1 pair) ;
“CHOICE" Grade beef shall be derived from well g
proportioned and well fleshed carcasses with evenly
distributed fat. The hindquarters shall be free from
blemishes but superficial blemishes shall be allowed
in the forequarters. Carcasses retained for measles
are excluded from this grade. ! .
BEEF - "FAQ" GRADE
Eligibla slaughter stock - steers, heifers, cows
and bulls.
CDW Limits - No limit.. ;
Fat cover - Maximum 20 mm. . KMC
Age - No limit, except 18 months for FAQ
bulls. '
Dentition - No limit, except 2 incisors (1 pair)
for bulls. v
"FAQ" Grade beef shali be derived from fairly well
proportioned and fairly vell fleshed carcasses with ;
fairly evenly distributzd fat not excessively yellow :
or oily. Quarters shall be free from extensive and §
penetrating blemishes. !
BEEF - "STANDARD" GRADE | i
Eligible slaughter stock - All. i KMC
COW Limits - No limit. ¥STAN-
Fat cover - No limit. :

Dentition - No limit.

"STANDARD" Grade beef shall be derived from
carcasses with some covering of fat. Carcasses |
having extensive and penetrating blemishes 5 |
affecting the prime cuts shall not be included in |
this grade.




SPECIFICAZION OF GRADES ~
BEEF - "COMMERCIAL® GRADE

Bligible slaughter stock - 5 All.
CDt Limits - No limit. g Sy
Fat cover =~ No linit. ' e
Age - No limit. | ERCIAL

*"COMMERCIAL" Grade beef shall be derived from
plain carcasses of steers, heifers, cows or bulls.
This grade shall include beef from higher grades
which are severely blemished.

BEEF .~ "MANUFACTURING" GRADE

At an abattoir where manufacturing facilities
exist, "MANUFACTURING" Grade beef shall be derived
from beef carcasses so severely and extensively blemished
as to be unfit for resale as fresh meat and from beef
carcasses of such inferior quality as to be unfit for
resale as fresh meat and from beef carcasses containing
between 6 and 20 measles cysts.

BEEF - "REJECTED" GRADE

At an abattoir where no manufacturing facilities
exist (Nakuru and Ngong), "REJECT" Grade beef shall be
derived either from carcasses so severely and extensively
blemished as to be unfit for resale as fresh meat or from
beef carcasses of such inferior quality as to be unfit
for resale as fresh meat. Beef of this grade shall
include carcasses which at the discretion of an authorised
meat inspector have to be cooked or boiled due to measles
being present in the meat. :

Made this 25th day of October, 1974.

J.J.M. NYAGAH

MINISTER FOR AGRICULTURE
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KMC MANAGEMENT STUDY
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‘amoag :ths pastoral tribes,. K C has. providsd a’guaran!
‘ainisum price for low quality animals. In times

when it has been difficult or impossibie. £0. k08D WALl Of
als alive ENC has acted as a buyer of last ‘resort and

80 doing has provided what has amounted t°’l‘nit1¢ﬁiiﬁptg!§q;g;A.
ice which has perhaps been deserving of greater recugnition
than has been given. . e s

In acting as a buyer of last resort in times of drought,
KMC finds it has_to use its operational capacity to the full
as well as working considerable cvertime. When a drought
finishes it can f£ind itself working at wa’.l below capacity for
prolonged periods. So far it does not swem te have proved
possible to procure an even throughput throughout the year so
as to avoid carrying for long periods a wasteful excess of
plant and manpower resourcas.

Throughout its existence KMC would appear to have been
producer oriented in the way it has operated and in its Board
composition -- over the years there has been a bias towards
the appointment of distinguished politicians, government.
officials and producers. Experience in commercial and
financial management does not seem to have been given the
priority that might have been expected if KMC was to run as a
viable commercial undertaking.

There are those who would like to see KMC operated as a
profit making commercial enterprise, whilst others would
prefer to see it providing as high a producer price as
possible whilst accepting losses on the bulk of its meat sold
on the local market.

In the past when KMC has had a good year the Board has
tended until recently to vote for bonus payments' to producers,
these payments being in addition to the prices already paid.
The creation or improvement of financial reserves by
allocations from profits has not until recently appeared to
receive any priority.

In purchasing livestock KMC is in competition with a
rapidly increasing number of abattoir operators and local
butchers, whose licences it is itself recommending. Local
butchers supply the bulk of the local market; KMC supplies
low quality meat for local use and for canning which goes
mainly overseas. At the same time KMC endeavours to supply
overseas markets and some local buyers with limited quantities
of high quality fresh meat. KMC buys all livestock regardless
of quality offered to it at minimum prices laid down by the
Government. Its competitors on the other hand go out and
choose the quality of animals they wish to buy and then
negotiate a price.

~ KMC incurs annual expenditure of the order £k million ir
. paying the cost of tranlportation_of,livpltock,tc‘ngg;pgpa5_
 abattoirs.. . Its competitors do not incur this type of expense
- to :anything like the same extent. S ‘
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‘e “The aosounting functions should bs
csxzied out by clearly desicnated
sactioas. : o

e Each of these sections should have a
senior member of the accounts staff in
charge of it, who should raport directly
to the Chief Accountant. Job ,
descriptions for these senior statff
should be drawn up.

Elsevhere it is recommended that Head Office be moved to
Athi River. when this has taken place it will become possible
to eliminate duplication between sections. The accounting
sections are then likely to be :

Stocks and Cost Accounts - preparation of stocks and sales data,
reconciliations, costings.

Debtors Accounts - handling of debtor information,

reconciliation of debtors.
Treasury - cashier's functions, bank accounts
Salaries and Wages - calculation and payment for all
staff
Machine accounting - processing all machine accounting
data
Management accounts - monthly accounts and management
reports.

There is an utter lack of standardisation of accounting
policies and methods throughout KMC, even to the extent that
different codes are used for the same products in different
places. There is no accounting manual and there is not even
an up to date list of account names. This non-standardisation
and lack of written instructions makes KMC dependent on very
junior staff knowing exactly what to do, means that there is
inflexibili*ty in the use of accounting staff and makes it
difficult to get information out of the accounting system.
Also, as a result of this non-standardisation many more staff
are employed than need be.

e An accounting manual should be drawn
up.

Besides these accounting functions the Chief Accountant is
also responsible for the Computer, Internal Audit and :
Purchasing. )

Nearly all the activities mentioned so far savor of _
historical accounting. No staff in the Accounting Department -
have the tim: and direction to look forward. The planning and- .
projecting of the cash position, even two or three months,
ashead, is utterly inadequate. The whole balance of. .the.y;

Departsent i: disiorted and the study of the‘nourqda“lnqm;
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