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REMARKS:

Attached is the paragraph for inclusion

in Mr. Clausen's brief on the occasion

of Fin.Min. Arthur Magugu of Kenya.

FROM: ROOM NO.: EXTENSION:
Jochen Kraske A1013 72491



I understand that Mr. Arthur Magugu, Minister of Finance of

Kenya, may call on you Qaaa.Tr7. Mr. Magugu has been shifted to the

Finance portfolio from the Health portfolio only fairly recently;

the purpose of his call is presumed primarily an occasion to introduce

himself to you. The Finance Minister may refer to the $130 million

structural adjustment operation which we have just negotiated and

plan to take to the Board on June 8. The structural adjustment program

covers reforms in Kenya's system of quantitative tariff protection

with a view to stimulating export ortiented production. It also

covers more efficient procedures in investment planning and budgeting

by the Government and monitoring of external debt. It includes a

study of the regime for grain marketing and strengthening of the

planning capacity in the Ministry of Agriculture, a more rational

approach to investment planning and the energy sector and the

establishment of a population council. However, we do not expect

the Minister to raise any specific issues nor do we suggest discussion

of the details of the program.



August 20, 1981

Tom:

My conclusions regarding the Kenya CPP are as follows:

1) Para. 12 in the Summary puts the conclusions the

wrong way around by suggesting that if Kenya
should fail to implement its structural adjustment
program satisfactorily we would reduce our lending
program. I believe that the slow progress that
Kenya is making in bringing about policy changes
warrants only a much more modest program for the
next two years and that the Region should be asked

to come back with another assessment 12 months
from now.

2) Compared to a proposed lending program for FY82 and

83 of $560 million I would propose a lending program

of $450, of which no more than $250 million should
be from the Bank (compared to the $335 million

proposed).

3) Before we can consider an expansion of Bank lending
to Kenya a thorough analysis of Kenya's creditworthi-
ness should be undertaken.

4) In light of the above the number of projects proposed
should be reduced (by about 3) and there should be a
commensurate reduction in reserve projects.

5) The Region should prepare a more useful analysis of

the disbursement problems than is presented in the
CPP.

6) In terms of Bank financing vi total project expenditures,
Kenya's performance is not such as to warrant a special
effort by us. In order also to stimulate cofinancing I

would limit Bank financing to the foreign exchange cost

or 60% of total project cost whichever is higher. In
case of cofinancing we would be prepared to have total

external financing reach 90%.

7) The sectoral discussion in the CPP is weak and action

programs for the public sector enterprises,industry and

the price structure should be prerequisites for any

structural adjustment lending.

Ernie



WORLD BANK / INTERNATIONAL FINANCE CORPORATION

OFFICE MEMORANDUM
TO: Mr. A.W. Clausen DATE: August 14, 1981

FROM: Mahbub ul Haq, Director, PPR9AP

SUBJECT: KENYA CPP - Major Policy Issues

1. Compared with most other countries in Sub-Saharan Africa,

Kenya's growth record over the 25 years since independence has been

good. In recent years, however, Kenya's economic situation has

deteriorated to a point where a zero growth rate in per capita GDP is

projected for the next five years. Underlying this grim economic situa-

tion are such factors as:

" a population growth rate of 4 percent per annum - among the

highest in the world;

" poor performance of the agriculture sector, growing at only

2 percent per annum during the 1970s, or at one-half the

rate of population growth;

* a heavily protected, inefficient industrial sector which

cannot readily compete in external markets;

A e a 35 percent decline in theterms of trade, due to higher

petroleum prices and a sharp fall in coffee prices;

o heavy external borrowing, resulting in a 1980 debt service

ratio of 13 percent, which could rise to 32 percent in 1985

if exports grow at 3 percent per annum.

2. In the face of these adverse economic circumstances, the Kenyan

authorities have demonstrated a willingness to implement adjustment

policies. Some have been included in the SAL 1 program. Among others

that still have to be vigorously addressed are the following:

i) Rapid population growth: This is Kenya's "most difficult,

pervasive and urgent development problem" (para. 56). In

addition to the two population projects proposed in our lending

program, the population control orientation that we are requir-

ing in projects in other sectors, and the planned population

policy dialogue with the Government, we recommend, as a pre-

condition for the second population project scheduled for FY82,

that the Region require the Government to develop a set of

monitorable policy measures (e.g., number of clinics, acceptors,

field supervisors) to achieve well-defined objectives for

population control.

ii) Stagnant agricultural production: To help revitalize agricul-

.tural production and encourage intensive cultivation, the CPP

calls for an improvement in the land distribution system
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Mr. A.W. Clausen - 2 - August 14, 1981

towards more sub-division of land holdings. Equally important,

however, is the need to:

" raise producer prices for major crops including coffee, tea,

maize, and livestock and products; and

" increase the role of the private sector in agricultural

marketing, and gradually decontrol most of the prices.

iii) Parastatal reform: To reduce parastatal operating losses,

especially those in the agricultural sector, measures will have

to be taken to:

" reduce the number of parastatals, through mergers and/or

liquidation;

" adjust the selling prices to cover operating and capital costs;

" consider the recommendations of the Ndegwa Commission Report

to decide which of these should be supported by the Bank for

implementation.

3. The above-mentioned policy reforms can be linked both to our

project lending and SAL operations. Since last year, we have introduced

a series of structural adjustment operations to serve as a major vehicle

in our policy dialogue with the Government. The SAL 1 program, focussed

on rationalizing the tariff regime and export promotion. The CPP pro-

poses two follow-up SAL operations in FY82 and FY84. These should be

used as a vehicle for our assistance strategy. Their successful implemen-

tation would also help strengthen Kenya's creditworthiness.

4. As regards the size of the IBRD/IDA lending program for FY82-86,

we support the increase proposed in the CPP, provided that the Kenyan

authorities demonstrate evident progress in addressing the policy issues

described in para. 2 above. We also share PAB's concern, expressed in

Mr. Vergin's memorandum of August 14, regarding Kenya's continued

eligibility for IBRD funds. We recommend that in view of the uncertain-

ties surrounding Kenya's future debt burden, the Region should be asked

to submit a status report on Kenya's creditworthiness about 12 months

hence.

5. Among the studies proposed in the Economic and Sector Work

program, we attach the highest priority to the following:

i) the determinants of private savings mobilization;

ii) local government finances; and

iii) the study of parastatal management.

If feasible, these studies should be advanced to the FY82-83 period

rather than undertaken in the FY84-86 period as presently planned.

cc: Management Review Group



COMPARATIVE COUNTRY ANALYSIS

Kenya's real per capita GDP growth is barely positive and is considerably
lower than that of its comparators, all of which are SAL candidates. Its
modest export growth, however, compares quite favorably with the others
except Malawi. In spite of a large energy bill, both its debt service and
resource gap to GDP ratios are relatively low. Kenya's population growth

is very high, while its other social indicators are on par with its
African peers, but falls short of Sri Lanka's record.

KENYA SUDAN MALAWI MOROCCO SRI LANKA

Economic Structure a/

Population 1979 (millions) 15.3 17.9 5.8 19.5 14.5
GNP Per Capita 1979 ($US) 380 370 200 740 230
% Agriculture in GDP 1979 34 38 43 19 27
% Industry in GDP 1979 21 13 20 32 31
Energy Consumptions Per Capita 1979 f/ 180 141 70 315 140
Debt Service Ratio 1979 8.4 b/ 33 9.4 29.4 6.5

Economic Performance c/ 1972-81 b/ 1970-79 1970-79 1970-79 1970-79

Real GDP Growth Rate a! 4.1 4.3 6.3 6.1 3.8

Real Exports Growth Rate a! 2.8 - 4.4 4.6 1.3 - 3.0

1977-79 1977-78 1978-80 1977-79 1977-79

Gross Domestic Investment/GDP 25.2 15.5 27.8 25.9 20.8
Exports & NFS/GDP 29.1 8.6 21.2 18.2 34.6
Resource Balance/GDP - 5.1 - 7.8 -14.1 -15.0 - 5.5
Gross Domestic Savings/GDP 20.1 7.7 13.7 10.9 15.3
Government Revenue/GDP 20.6 14.8 15.4 -- 23.7
Energy Imports/Total Exports 1978 a/ 30 24 22 28 18
Gross International Reserves in
Months of Import Coverage 1979 a/ 3.7 0.7 1.7 2.1 4.1

Recent Social Indicators d/ 1976-79 1976-79 1976-79 1976-79 1976-79

Population Growth Rate % 3.9 b/ 2.6 2.8 2.9 1.7
% Change in Crude Birth Rate 1960-79 a/ - 1.3 0.9 - 3.6 -12.0 -22.3
% Change in Crude Death Rate 1960-79 a/ -42.7 -26.2 -31.0 -38.5 -18.7
Child Death Rate (per 1,000) h/ 15 29 25 16 3
Life Expectancy (years) 54.7 47.3 46.9 56.4 65.6
Adj. Enrollment ratio - Primary 99 50 59 72 94

- Secondary 18 16 4 20 52
Adult Literacy Rate 45 20 25 28 85

Lending Program e/ FY76-80 b/FY81-85 b/ FY76-80 FY81-85 FY76-80 FY81-85 FY76-80 FY81-85 FY76-80 FY81-85

Nominal IBRD/TW M$US 586.4 833 32 - 29.2 100 953.5 1805.5 - -
Nominal IDA M$LS 260 520 349 495 98.1 238.3 - - 311.2 650
p.c.p.a. Lending ($US) 10.6 17.7 4.4 5.7 4.4 11.7 10.1 19.1 4.3 9.1
p.c.p.a. Grant Equivalent 4.9 8.5 3.8 5.1 3.4 8.1 2.3 4.3 3.9 8.1
p.c.p.a. in Constant 1981 $ 13.6 15.3 5.2 4.8 5.7 10.4 12.4 16.4 5.1 7.8

FY82-86 FY82-86 FY82-86 FY82-86 FY82-86

SAL/Program Lending M$US ./ 250 b/ 45 130 345 160

a/ World Development Indicators, 1981, unless otherwise indicated.
b/ Kenya CPP, Review Draft, July 1, 1981.
c/ International Financial Statistics, IMF, June 1981, unless otherwise indicated.
d/ Social Indicators Data Sheets, May 1981, unless otherwise indicated.
e/ Latest Table IV, PAB, February 27, 1981, unless otherwise indicated.
f/ In Kilograms of Coal Equivalent.
_/ Regional Proposals, 1981.
h/ Ages 1-4 years

Program Review Division
Policy Planning and Program Review Department

July 31, 1981



WORLD BANK / INTERNATIONAL FINANCE CORPORATION

OFFICE MEMORANDUM
TO: Mr. A. W. C1 usen DATE: August 13, 1981

FROM: Heinz Vergin\ Director, PAB

SUBJECT. KENYA - Country Program Issues

1. In the last management review of the Kenya country program held in

June 1979, the discussion centered primarily on Kenya's creditworthiness
and the Bank's exposure. Since then, Kenya's balance of payments and
overall resource position have deteriorated further, and despite
commendable efforts of Government, the country's creditworthiness and the

Bank's exposure now have to be viewed with even greater concern. Kenya's
current situation underlines the need for a reform program which
accelerates economic growth, improves creditworthiness, and deals with the
country's longer-term development problems. The structural adjustment
component of the proposed lending program would serve as a vehicle for Bank
assistance in the design and implementation of this reform package.

Major Issues

2. The following issues deserve discussion at the Review Meeting.

Does the country's creditworthiness warrant the scale of IBRD
lending proposed? We note that in the "most likely" economic
scenario, real growth in GDP is so severely constrained that
per capita GDP grows only marginally and per capita consumption
would decline by 1% p.a. in the medium term. Yet, even this
bleak projection is based on several optimistic assumptions
including: (a) an acceleration in export growth to 5.9% p.a.
during 1981-85 from 0.4% p.a. during 1976-81; (b) an import
elasticity of only 0.1 during a period when external trade is
being liberalized; (c) a high marginal national savings rate
of 0.64 during 1981-85 compared to a real decline in national
savings during 1976-81; and (d) an increase in external
borrowing from $580 million annually in recent years to over
$1.0 billion, with half of this amount to come from traditional
sources (including the Bank Group and IMF). Under these
assumptions, the external debt service ratio is projected to
increase from 13% in 1980 to over 19% by 1985 and the Bank's
exposure would rise from 18% of Kenya's debt in 1980 to 22% in
1985. With this outlook, we regard the proposed IBRD lending
program of $900 million for FY82-86 as supportable only if the
Government follows prudent debt management policies and increases
its commitment to a forceful program of structural reform.

Do the decline in the overall disbursement rate and the
implicit increase in project_,,i*mentation difficulties
indicate that therear-absorptive capacity problems which
need to be a C kith urgencJ If so, we should not plan
on as large a numbeg Qfkprojects as proposed in the CPP until
the causes of theAdifbursement problem have been identified
and resolved. Staff res e ' e.s to be devoted to the preparation
of the large number offeerve projects (12) might be better

deployed on project implementation assistance.
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. Could the changes in Kenya's system of industrial protection
which we are trying to bring about under the Bank's SAL
operations be complemented by more direct assistance for
rehabilitation, reorganization, and re-equipment of potentially
viable industries? To what extent can the IFC be drawn into

the proposed assistance strategy to strengthen private sector
development?

. Could we intensify the Bank's role in mobilizing and coordinating
external assistance in light of Kenya's highly constrained
resource situation? The recent Consultative Group meeting
may have provided additional information on the realism of the
ODA assumptions employed in the Region's creditworthiness
analysis. Finally, the role of the Bank Group as a catalyst for

increased private capital flows, particularly through private
co-financing of Bank Group projects, deserves discussion.

Recommendations

3. We recommend:

. That the proposed IBRD program of $900 million for FY82-86 be
made contingent on the Government taking tangible steps toward
structural adjustment and improved debt management. With regard
to the latter, the formulation of a satisfactory external
borrowing program and agreement with the IMF on an EFF program
should be included among the required steps.

. That the proposed IDA program of $600 million for FY82-86 be
given priority in the allocation of IDA funds. However, if
this program is not feasible given the need to provide for
China while ensuring adequate levels of assistance to least
developed countries, the reduction in Kenya's IDA allocation
should not be replaced by increased IBRD lending.

. That greater priority be given in the country assistance plan
to helping Government in the utilization of existing aid
contracts, in aid coordination and in securing co-financing.
To the extent that this assistance requires additional staff
resources, these might be obtained from a consolidation of
the proposed lending work program, particularly through a
reduction in the number of reserve projects.

. That the Bank Group (including IFC) increase its assistance
to Government in the design and implementation of adjustment
programs for specific industries.

4. A management review of the Kenya Country Program Paper should be
held within 12-15 months.
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Annex 1 compares the lending program proposed for Kenya
in this CPP with programs approved earlier.

The Management Review Meeting is scheduled for Friday,

August 21, 1981 at 10:30 a.m. in Room E-1227.

Attendance: Eastern Africa Regional Office

Messrs. Clausen Messrs. Wapenhans, RVP
Stern Kraske, Programs Director
Qureshi Adler, Projects Director
Baum Gulhati, Chief Economist
Gabriel Sandberg, Div. Chief, 1A
Haq Greene, Sr. Economist
Horsley McBride, Sr. Loan Officer
Vergin
Waide

LaFourcade
Landell-Mills
Robless

cc: Messrs. Chenery (o/r)
Paijmans



KENYA Annex 1

FY80 FY81 FY82 FY83 FY84 FY85 FY86 FY81-83 FY84-86 FY79-83 FY81-85 FY82-86

Operations Program (No.)

Approved, July 1979 8 7 2 6 3 .. .. 15 .. 30

Proposed, July 1981 7 3 7 10 8 7 7 20 22 34 35 39

Lending Program (No.)

Approved, July 1979 6 5 4 5 6 .. .. 14 .. 27

Std. Table IVi, February 1981 7 3 6 5 5 5 .. 14 .. 28 24

Proposed, July 1981 7 3 5 5 7 5 5 13 17 27 25 27

Lending Program (Cur. $m)

Approved, July 1979 IBRD 101 105 110 175 195 .. .. 390 .. 702

IDA 82 80 70 75 70 .. .. 225 .. 347

Total 183 185 180 250 265 .. .. 615 .. 1049

Std.Table IV, Feb. 1981 IBRD 70 83 165.2 160 180 200 .. 408.2 .. 689.2 788.2
IDA 122 50 136.0 105 100 80 .. 291.0 .. 453.0 471.0

Total 192 i33 301.2 265 280 20 .. 699.2 1142.2 1259.2

Proposed, July 1981 IBRD 61 83 125 210 195 220 150 418 565 690 833 900
IDA 122 50 170 55 160 85 130 275 375 437 520 600
Total 183 133 295 265 355 305 280 693 940 1127 1353 1500

Lending Program (Const. FY81 $m)

Approved, July 1979 IBRD 108.6 105 102.7 153.4 160.9 .. .. 361.1 .. 715.3

IDA 88.2 80 65.4 65.7 57.8 .. . 211.1 .. 345.9

Total 196.8 185 168.1 219.1 218.7 .. .. 572.2 .. 1061.2

Std.Table IV, Feb. 1981 IBRD 75.3 83 154.2 140.2 148.5 155.5 .. 377.4 .. 698.3 681.4
IDA 131.2 50 127.0 92.0 82.5 62.2 .. 269.0 .. 446.8 413.7 ..

Total 206.5 133 281.2 232.2 231.0 217.7 .. 646.4 .. 1145.1 1095.1

Proposed, July 1981 IBRD 65.6 83 116.7 184.0 160.9 171.1 110.0 383.7 442.0 694.9 715.7 742.7
IDA 131.2 50 158.7 48.2 132.0 66.1 95.4 256.9 293.5 434.7 455.0 500.4
Total 196.8 133 275.4 232.2 292.9 237.2 205.4 640.6 735.5 1129.6 1170.7 1243.1

Commitment Deflator (FY81 = 100) 93.0 100.0 107.1 114.1 121.2 128.6 136.3

Note: April 1980 Review Group decisions- FY81-83: IBRD $410 million
IDA $285 million

FY81-85: IBRD $790 million
IDA $465 million

PAB/CP
7/31/81
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The attached Country Program Paper
on KENYA is scheduled to be discussed

at a meeting on Friday, August 21,
1981 at 10:30 a.m. in Room E-1227.
The meeting will be chaired by
Mr. Clausen.

FROM: ROOM NO.: EXTENSION:

C. L. Robless D-1348 75533
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c/
IBRD/IDA Lending Program- ($ million)
FY/b-dU FY61-85 FYbz-b6

1979 Population: 15.3 million a/ IBRD(TW) 554.4(32.0)b/c/ 833.0 900.0

1979 Per capita GNP: $380 a/ IDA 260.0 520.0 d/ 600.0 d/
Total 814.4 1,353.0 1,500.0

Current population
growth rate: 3.9% p.a.

No. of Loans/Credits 29 25 27

No. of Loans/Credits
per million pop. 1.89 1.63 1.76

Current Exchange Rate:
KSh. 7.5 = US$1.00

Average Lending Per Capita Per Annum: Current $ (Const. FY81 Commitment $)

IBRD/IDA 10.6(13.6) 17.7(15.3) 19.6(16.3)

IDA 3.4 (4.4) 6.8 (5.9) 7.8 (6.5)

a/ World Bank Atlas, 1980.

Ib/ Excludes a notional one-half share of loans to the East African Community ($7.5m.)

in FY76.

c/ The FY81-85 lending program proposed in this CPP compares with the program for

the same period approved at the last Bankwide lending program review in April 1980

as follows:

FY81-85 Lending Program Percentage Change

Approved Proposed Proposed/Approved

No. of Loans and Credits . 23 25 +9%

Current $ million 1,260.0 1,353.0 +7%

Constant FY81 Commitment $ 1,099.6 1,170.8 +6%

Per capita per annum
(Constant FY81 Commitment $) 14.4 15.3 +6%
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KENYA

SUMMARY AND RECOMMENDATIONS

1. Kenya faces difficult economic and social problems which, if not

resolved, could have severe political repercussions domestically and inter-

nationally. Some of these are long-term in nature and result from geographic

and climatic conditions or deeply ingrained cultural traits. Others are of

more immediate concern and result from changes in the international environ-

ment or from annual variation in the amount and timing of rainfall.

2. The country's long-term development problems stem directly from

the facts of nature; the arable land resources that must sustain the popu-

lation and, at the same time, provide the foreign exchange resources needed

to operate and expand the modern sectors of the economy, are severly limited

by climate and have by now largely been brought under cultivation. The known

domestic energy resources needed for domestic fuel and to operate the expand-

ing industrial and transportation sectors which can help provide employment

for increasing numbers of people are small and will soon be fully utilized.

The effects of these two fundamental constraints are greatly exacerbated by

one of the h;ighest population growth rates in the world which causes the

pressure on land and energy resources to grow at an alarming rate. The

gravity of the situation has been brought home to the Government by the

partial crop failure in 1980, which had to be offset by large grain imports,

and the effect of rapidly rising oil prices which have -drastically increased

the proportion of export earnings used for oil imports and reduced the room

for other urgently needed imports. In the medium term the rapid growth of the

population will, given the shortage of arable land, result in increasing

fragmentation of farms, impoverishment of smallholders, and landlessness and

severe pressure on non-agricultural labor markets to provide the needed

employment opportunities.

3. If Kenya is to prosper, it must develop and implement long-term

policies and programs designed to conserve its scarce natural resources and

maximize the return from their use. In agriculture this implies land use

policies that maximize and balance the output of food and export crops while

protecting arable and grazing land from degradation. It also implies maximum

growth of productive employment opportunities in all sectors of the economy.

That every effort also must be made to reduce population growth as quickly as

possible goes without saying.

4. To carry out a long-term strategy along these lines will not be

easy and Kenya will need to generate savings and foreign exchange resources

to finance the large investments required in agriculture, industry, transport,

education and all other sectors of the economy. Unfortunately, the Kenyan

economy is not well structured to generate the necessary resources. For

foreign exchange earnings she is dependent on agriculture commodities facing

soft world markets and stagnant or falling prices, e.g., coffee. To keep her
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high cost industrial and transport sectors (parts of agriculture also for that

matter) operating at reasonably high capacity utilization she must import oil,
raw material and spare parts at rapidly rising prices, while for investment

she is dependent on imported capital equipment. The result has been growing

balance of payments problems, recently exacerbated by crop failure and food

imports, restrictive import, credit and fiscal policies, and a marked slow-

down in economic growth; in fact, per capita GDP growth has been negative in

each of the last two years and the outlook for the next several years is not

much brighter.

5. To deal with those problems and to encourage the economy to resume

its earlier healthy growth, which is needed to increase available foreign

exchange resources and domestic savings,. the Government is carrying out a

program of policy reform designed to restructure the economy by making indus-

try more export-oriented. In the meantime it is maintaining restrictive

credit and fiscal policies while making improvements in the allocation of

foreign and domestic resources. To address its long-term problems, the

Government has also recently begun work on major policy initiatives in dealing

with the food and energy problems.

6. While the problems facing the country are daunting by any standard,

Kenya is fortunate in having an able civil service which has shown skill and

imagination in dealing with difficult-problems. Political considerations have

sometimes affected decision-making as exemplified by the virtual paralysis in

decision-making at the Cabinet level that characterized President Kenyatta's

last few years as well as several recent examples, of politically motivated

decisions taken by President Moi. The recent decline in Mr. Kibaki's pre-

viously strong position in economic matters has also contributed to a certain

degree of uncertainty in economic decision-making. At the same time diffusion

of power in a now much larger and more active Cabinet has not only increased

participation in decision-making but also the opportunities for obstruction

and procrastination in difficult policy matters. There is also a tendency to

try to regulate the economy in more detail than Government could and should

do. Finally, frequent shifts at the senior civil service levels have led to

problems and slowness in policy implementation. However, notwithstanding

these weaknesses in economic policy making and implementation, on balance, we

believe that there is no lack of will or commitment on the part of the

Government when it comes to making difficult policy decisions and confronting

its problems. Thus, policy changes and restructuring of the economy are

likely to proceed, albeit at a slower pace than would be desirable.

7. The Government's efforts to deal with its many difficult medium-

and long-term problems deserve strong support. Its past performance has

been good and it has been responsive to Bank and IMF advice; when we have had

policy differences they have invariably been settled amicably and reasonably.
Similarly, Kenya's record in implementing the program agreed under the First

Structural Adjustment Credits has been acceptable, if slow, while project

implementation was one of the best in Africa until recent balance of payments

and budgetary problems caused performance to deteriorate.
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8. Our projections show that Kenya will have a balance of payments gap

of $5.2 billion in 1981-85 even if it reduces its growth rate to about 4.3%

i.e., very slow growth in per capita GNP. To help cover this gap we propose

that the total lending program be increased from the presently approved level

of $1,255.0 million for FY81-85 to $1,500.0 million for FY82-86. We propose

an increase in Bank lending of $112.0 million above the presently approved

lending program for which Kenya is creditworthy and an increase in the IDA

allocation by $35 million. The proposed increase in the IDA allocation to

the relatively high level of $7.8 per capita per annum is justified on the

basis of Kenya's balance of payments situation and its serious efforts to

deal with its economic problems.

9. The key elements in the proposed lending strategy are two Structural

Adjustment lending operations amounting to $250 million or 17% of the total

lending program. These credits would be made in support of the Government's

efforts to restructure the economy and be based on clear monitorable programs

of policy actions; the content of the program for the proposed second Struc-

tural Adjustment operations is being developed and includes continued indus-

trial policy changes, policies to promote exports and revitalize agricultural

production as well as to conserve and develop energy sources. Should our

expectation that the Government will make steady, if unspectacular, progress

in its restructuring policy prove too optimistic, we would have to re-examine

not only the proposed program of structural adjustment credits, but also the

proposed project lending program as well in order to determine which opera-

tions remain viable in such an economic environment.

11. Structural adjustment lending would be supported by lending for

projects that would help address the major problems facing the Government,

i.e., family planning, energy development, agriculture production and

processing, industrial investment, education and transportation. The economic

and sector work program is also designed to support the objectives of the

structural adjustment lending program.

12. In summary, in this CPP we seek approval for: (a) a total lending

program for FY82-86 of $1,500.0 million, of which $250 million for structural

adjustment lending; and (b) an IDA allocation of $600.0 million. Finally,

should Kenya fail to implement satisfactorily its structural adjustment

program, we would reduce the lending program by deleting remaining structural

adjustment credits and would review whether a reduction in project lending

would be appropriate.



A. Introduction

1. The last CPP for Kenya was reviewed by Mr. McNamara in July 1979. A

Country Economic Memorandum (2441-KE) was distributed on March 28, 1979. The

second Basic Economic Report is about to be completed and an economic updating

memorandum will be distributed shortly. The last CPP identified the combina-

tion of a favorable domestic political climate and an unfavorable external

economic environment as a unique opportunity for increased Bank Group

assistance to help underwrite significant development policy changes. This

year's CPP stresses the need for continued Bank assistance to help the Govern-

ment implement its program of policy changes necessary for the resumption of

sustained economic growth. Without access to adequate financial and technical

assistance at the present critical juncture in Kenya's development the Govern-

ment may face serious constraints in its attempts to restructure the economy

and bring about economic and social development.

B. Country Objectives and Performance

Recent Political Developments

2. In light of the peaceful national election held in November 1979 and

the far-reaching Government reshuffle in June 1980, it seems that President

Moi and his associates are, at least for the time being, in control of the

bureaucratic, political, military and para-military foci of state power.

During the process of power consolidation, President Moi has struck out on

his own in some domestic areas such as the school milk program, adult literacy

program, and the campaign against corruption. Externally, Kenya seems to be

reaching out to a new, more activist role in African and world politics. But

in spite of the apparent control of the President, the current political

situation in Kenya contains underlying tensions, largely as the result of a

historical political conflict that is taking a more open and concrete shape

under Mr. Moi's leadership than during Mr. Kenyatta's rule.

3. Under Mr. Kenyatta, the President's power base was the Kikuyu people

of Central Kenya. With their backing he succeeded in turning back all

challenges to his leadership, including in 1969 that of the Kenya People's

Union (KPU), dominated by the Luo of Nyanza and led by Mr. Oginga Odinga.

In the mid-seventies many Kikuyu from the North, especially from Nyeri,

were openly critical of the influence of politicians from Kenyatta's home

district in the south, Kiambu. The "Kiambu clique" was accused of corruption

and manipulation of the President for personal, tribal and regional interests.

However, due to the Government's prompt and strong reaction to this criticism,

an open conflict was averted; but it continued to cloud the last years

of Mr. Kenyatta's regime. Following the election of a non-Kikuyu President

and a Vice President from the Kikuyu Northern division, it appears now that

the North-South Kikuyu conflict is escalating again with Vice President

Kibaki representing the North and former Attorney-General and now Minister of

Home and Constitutional Affairs Njonjo trying to lead the South.
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4. President Moi, on his part, seems to be capitalizing on the rift

between Mr. Kibaki and Mr. Njonjo to consolidate his rule and to strengthen

his own plans for a second term in 1982. But Mr. Moi's aim of consolidating

his own power base goes further and is demonstrated in his efforts to bring

Kenya's non-Kikuyus including his own group, the Kalenjin, and the second

largest tribe, the Luo, closer towards the center of political life.

5. Whatever the nature and dimension of the ongoing power struggle,
the outcome of which is difficult to predict, there is a good deal of politi-

cal nervousness in Kenya. To this should be added the uncertainty created by

frequent and rapid shifts of senior civil servants and a considerable expan-

sion of the Cabinet itself. While this has resulted in increased partici-

pation in and, hopefully, commitment to, decisions taken there are much

greater opportunities for obstruction and procrastination; many major policy

programs have been presented to the Cabinet numerous times and still have not

been approved. At the same time, the President has shown a tendency to make

decisions without adequate consultations in Government often with detrimental

economic consequences, e.g., the sudden ban of all truck traffic between 6

p.m. and 6 a.m. All these factors make for increasing slowness and uncer-

tainty in economic policy and decision-making.

Economic Background

6. Kenya was able to absorb the initial impact of the world oil price

changes in 1974 without severe disruption of the economy. The comfortable

foreign exchange reserve position at the beginning of 1974 and the high

levels of business inventories helped Kenya weather the crisis. In addition,

although the deficit on the current account reached a record of $314 million

in 1974, net capital, especially private, inflows increased considerably

and Kenya also drew on her facilities with the IMF and received a program

loan from the Bank. The outlook was, however, for continued deterioration

in Kenya's external position, primarily because of worsening terms of trade

and slow export growth. The Government therefore introduced a comprehensive

program, spelled out in Sessional Paper No. 4 of 1975, to restructure the

pattern of economic growth. Broadly, this involved restraining the con-

sumption of both the public and private sectors, and channelling investments

to areas of immediate productive potential. Domestic inflation was to be

held below world inflation so as to encourage the use of domestic resources

and to maintain Kenya's competitiveness in export markets.

7. The Government relied mainly on the use of fiscal and monetary

instruments to carry out the program; taxes on income and sales taxes on

luxury goods and gasoline were raised; the three-year Forward Budget was

revised to shift resources into exports, agricultural production, and in-

dustries using more labor-intensive techniques; growth of both Government

consumption and development expenditure was reduced from the Third Plan

levels; the shilling was devalued by 15% against the dollar; and, a 10%

subsidy on manufactured exports was introduced. In addition, Kenya applied
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an incomes policy that kept average annual wage increases to no more than 75%

of the increase in the cost of living, but with those at the bottom of the

income scale receiving full compensation for the cost of living increase.

These measures, and the world recession in 1974-75, led to a slow-down in

Kenya's economic growth rate from 6.4% in 1973 to 2.6% in 1974 and 2.3% in

1975.

8. However, a frost in Brazil reduced the world coffee crop and led

to skyrocketing coffee prices in 1976 and 1977. Kenya's economy rebounded

as a result of the external stimulus and grew by 5.6% and 8.6% respectively in

1976 and 1977. With increased resource availability the Government adopted

an expansionary budget in 1977/78 to compensate for curtailment of development

expenditure in the previous three years. By mid-1977 the coffee prices had

already peaked and began a gradual decline. The expansionary impact of the

relaxed fiscal and monetary policy caused the balance of payments, which had

achieved an unusual surplus on current account in 1977, to deteriorate in

1978. The import bill increased by more than 40% over 1977, and the terms of

trade deteriorated sharply. As a result, Kenya had to draw down its reserves

substantially. Real GDP still grew by 5.7% in 1978, but economic activity was

slowing down.

Recent Economic Developments

9. The problems that began to affect the Kenyan economy in 1978 con-

tinued and accelerated in 1979. The restrictive policies introduced in late

1978 were effective in reducing imports and, although the terms of trade

continued to deteriorate, the current account deficit declined from $675

million in 1978 to $483 million in 1979, the overall balance of payments

was in surplus and gross reserves increased by $179 million. Money supply

grew fairly rapidly as a result of rising foreign assets and a large budget

deficit of $286 million or 6% of GDP in 1979/80, achieved after deep cuts

primarily in development expenditures, but the rate of inflation never-

theless declined slightly (from 12.5% in 1978 to 10.8% in 1979). The overall

performance of the economy was, however, unsatisfactory with the value of

agriculture production falling and the growth of industrial activities

declining; the overall rate of growth of real GDP was only about 3% and GDP

per capita declined for the first time since 1975.

10. Rapidly rising oil prices and poor weather, which caused widespread

crop failure, added to Kenya's problems in 1980. Total imports grew rapidly,

in part.because of the importation of about 250,000 tons of food grains, and

the overall balance of payments showed a deficit of $242 million which was

only in part financed by drawings on the IMF and non-project foreign assistance.

The resulting decline in the foreign exchange reserves combined with a

restrictive fiscal policy reduced the growth of money supply to only 2.2% in

the first three months of the fiscal year (July/September 1980) reflecting a

rapid increase in credit to the public sector and very slow growth of credit

to the private sector. However, food shortages, increased oil prices, as well
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as a wide range of price increases to compensate for earlier inflation (e.g.,

electric power rates) pushed prices upward by an estimated 13% in 1980. The

overall result of the very restrictive economic climate and the poor weather

conditions was a second year of very slow growth of the economy; real GDP

was estimated to have grown by about 2% implying an equal decline in per

capita GDP.

11. Both 1979 and 1980 were difficult years for Kenya and 1981 is not

expected to be much better. Since prices of Kenya's major exports have shown

no tendency to improve, it is expected that the balance of payments will

continue to be in deficit. Concerned about the rapid decline in foreign

exchange reserves in 1980, the Central Bank of Kenya tightened its restric-

tions on credit for imports further and began to curtail imports by slowing

down or refusing to issue licences and in February 1981 the Kenya shilling

was devalued by 5% in relation to the SDR. As mentioned above, the 1980/81

budget is also tight, with additional expenditures (including a general salary

increase) likely to result in an overall deficit, as is the budget framework

for 1981/82. As a result of continued restrictive monetary and fiscal poli-

cies it seems likely that the real rate of growth of GDP will again be below

the rate of growth of the population, although better weather in late 1980 and

early 1981 should lead to some growth in agricultural production and an

improved food balance.

Development Objectives and Strategy

12. After independence in 1963, and in the first post-independence

decade, the Government's main policy objective was rapid economic growth. But

with widening social and regional disparities and rapidly mounting employment

pressure, the Government broadened its policy objectives in the 1974-78 Third

Development Plan to explicitly encompass employment and income distribution

objectives; the major concern was rural development with smallholder farming

as top priority. Contributing towards the Government's new strategy were

ILO's Report on Employment, Income and Equality and the Bank's first Basic

Economic Report (BER). Both reports focused their recommendations on agri-

culture and other domestic resource-based sectors, employment problems, income

distribution, increased family planning efforts, and reliance on the market

mechanism rather than on direct controls to ensure efficient resource

allocation.

13. The Fourth Development Plan (FDP), which covers the years 1979-83,

focuses more sharply on problems and policies and embodies a pronounced shift

in Kenya's development strategy with regard to population issues. The Plan

emphasizes restoring growth to the levels that prevailed before 1974 (i.e.,-

6.3% GDP growth on average per annum), while alleviating poverty through

creation of income earning opportunities and provision of social services to

meet the basic needs of the population. The Plan correctly identifies the key

problems that Kenya faces and sets forth a development strategy appropriate

to their solution. It is explicit in its recommendations, and shows a sound

awareness of the constraints affecting Kenya's development.
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14. The Fourth Plan recognizes the strong link between agricultural

growth and poverty alleviation. It proposes increased access to land through

legalizing subdivision of high potential large farms and establishment of

a National Land Commission to review ways of encouraging land use intensifi-

cation and labor absorption. The Plan also proposes that marketing and pric-

ing policies pay closer attention to the structure of domestic and inter-

national prices and the marketing system be made more competitive and effi-

cient to improve prices to farmers. Research and extension services are to

be more closely linked to the needs of small farmers. Finally, in addition

to projects to increase large scale commercial and smallholder production,
a series of integrated rural development projects in semi-arid areas is

proposed to redress the neglect of these areas.

15. The major thrust of industrial policy will be to effect a transi-

tion from import substitution to a strategy emphasizing industrial efficiency

and export diversification. This will involve further rationalization of

tariffs and elimination of quantitative restrictions on imports over a five-

year period.

16. The Plan proposes no fundamental change in Kenya's traditionally

liberal policy on foreign investment with the important exception that

review and approval of projects for which special concessions or Government

participation are being sought will rely more on economic criteria and will

be centralized in the Ministry of Finance. On the whole, the Plan calls

for a more limited role for Government in terms of direct participation and

intervention. However, efforts will be made to restructure industrial in-

vestment incentives to encourage employment and decentralization. Finally,
while there are doubts in Kenya about how dynamic a role the informal sector

can play in the development process, the Plan is more specific in its recom-

mendations for aid to small firms (provision of financial and technical

support and ending of unnecessary licensing and other restrictions) than the

previous Plan.

17. The Fourth Plan acknowledges the heavy burden rapid population

growth places on the economy and emphasizes family planning. The target

for new acceptors during 1979-83 is 700,000, compared to 280,000 recruited

during 1974-78. In order to achieve this, the number of field educators

will be more than tripled (from 430 to 1,300) and the number of fixed delivery

points doubled (315 to 630). Although Kenya is doing more to promote family

planning than most other African countries, the rate of population growth is

projected to remain extremely high (3.9%) because of strong cultural and

social factors and even greater efforts will be required to bring about a

significant decline in fertility. The motivation to limit family size in

rural areas will need to be seriously addressed.

Development Issues

18. The Government's overall development strategy,which seeks to

combine growth with income distribution and employment creation, is appro-

priate in its long-term approach to Kenya's problems. But, in the framework
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of the country's political system, as well as the acute socio-economic prob-

lems now facing Kenya, there are a number of issues which require, within the

overall policy framework, closer attention in the years to come. Several of

these issues, including food and energy policy, are being addressed in govern-

ment papers that are in the final stages of preparation or under consideration

by the Cabinet.

19. Population Growth and Socio-Economic Development. The present very

high population growth rate of 3.9% is a formidable constraint to Kenya's

socio-economic development. It upsets Kenya's balance between investment and

consumption, straining fixed natural resources, increasing the demand for

social services to satisfy basic human needs, and calling for ever higher

levels of production and employment just to maintain current consumption

levels and living standards.

20. Although Kenya is a large country, more than 80% of cultivable

land has very limited potential on the basis of present technology. As the

pressure of population has built up in the high potential areas, big farms

have heen subdivided and landlessness has emerged as a significant phenomenon;

it is estimated that 11% of rural households are landless. Attempts have also

been made to take up cultivation in marginal lands without adequate safe-

guards, thereby leading to degradation of soils.

21. During the period 1960-70, the number of new entrants to the labor

market increased by 3.2% per annum. If fertility remains constant, the

expansion of the labor force would tend to accelerate to more than 4% per

annum at the turn of the century and the number of workers would rise from

4.6 million in 1970 to 8.5 million in 1990 and to 12 million in 2000. Em-

ployment in the modern sector (consisting of medium and large scale private

enterprises, as well as Government and other public sector agencies) rose by

3.8% per annum during 1968-76, but absorbed only 17% of the total labor force

in 1976. This expansion occurred in a period when overall GDP was increasing

by 6.5% per year. The capacity of the modern sector to absorb large numbers

of entrants into the labor force in a period when GDP growth is likely to be

much lower is obviously limited. Agriculture can provide substantial addi-

tional employment opportunities during the remainder of this century, but this

will require a land policy, supporting social and economic infrastructure and

other agricultural policies strongly oriented to smallholders. Nevertheless

it is clear that, unless there is a significant reduction in fertility,

socio-economic development will be slow at best.

22. A third important consequence of rapid population growth is the

increased public expenditure required to provide basic needs services:

education, health, water and housing. Altogether, annual average Government

outlays on these services amounted to KL54 million (1970 prices) during

1970-75, or about 30% of total budget expenditures. It has been estimated

that to provide these basic needs services for all by the year 2000 would

require an increase in annual Government expenditure to about-KL255 million

(1980 prices) per year during 1995-2000, if fertility remained at its present
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level or to about KL197 million (1970 prices) if fertility were gradually

reduced to half its present level. In either case, it is most unlikely that

the goal of providing basic needs services for all by the year 2000 can 
be

achieved.

23. Income Distribution. Conventional wisdom holds that the benefits

of Kenya's economic growth have failed to reach the mass of the population --

that there are glaring and increasing inequalities between rich and poor,

educated and uneducated, urban and rural, formal and informal sectors, and

commercial and subsistence farmers. The Bank's study of Kenyan poverty and

income distribution suggests that, while inequality is a major problem, the

dimensions and trends are less unfavorable than frequently supposed. Analysis

of the 1974/75 Integrated Rural Survey shows that urban-rural links in Kenya

are much stronger than anyone had suspected; 40% of smallholder household

income is derived from off-farm sources, including remittances. The links

have helped alleviate rural poverty. Access to urban jobs and markets has

provided both a stimulus to agricultural production and the wherewithal to

finance innovation. However, regions close to Nairobi and better-off small-

holders who can afford more education for their children have benefitted more

than others, so that rural income distribution has worsened. There is also

some evidence that holdings within smallholder areas are becoming more con-

centrated partly due to purchases of land by those with access to urban

incomes. Limited time series data suggest that the proportion of people in

absolute poverty in smallholder areas has declined substantially, but the

absolute number has probably increased because of the rapid population

growth. Some of the policy implications of the Bank study are that provision

of modern sector jobs outside Nairobi (particularly in western Kenya) could

be a major source of agricultural development and poverty alleviation and

that policies to prevent the concentration of land holdings are essential.

24. Two other improvements in income distribution are worth noting.

First, the gap between urban wage earners and peasants has been reduced

because of price and wage policies. Second, the premium for educated labor

has been reduced as the labor market and employment expectations have adjusted

to an increased supply of educated labor. Against these gains, however, must

be set, first, the failure of the benefits of growth to reach most pastoral-

ists, the landless, and farmers in marginal areas and second, the apparently

high growth of non-wage urban incomes which has probably worsened the distri-

bution of income between high and low income groups. The failure to reach the

hard core rural poor is a much more intractable problem. In semi-arid areas,

technical packages for raising incomes are simply not yet available in many

instances. In higher potential areas, adoption of known agricultural tech-

niques could frequently raise incomes of the poorest smallholders, but provi-

sion of essential supporting services and resources to give them the incentive

to undertake the risk of innovation will require time. Non-agricultural

employment growth will be critical to efforts both to provide employment 
for

the landless and to provide supplementary income to rural smallholders.

Finally, without a decline in the rate of population growth there is little

prospect of eliminating poverty in Kenya.



-8 -

25. Industrialization. Kenya's trade and industrial policies were

originally designed to enable the country to build its own industrial 
base

behind a high wall of protection. This tendency had been further strengthened

by the existence of preferential markets in Tanzania and Uganda 
within the

framework of the East African Community (EAC). But when the EAC broke up in

1976, Kenya's industry suffered since high protection had never exposed 
the

industry to international competition.. Faced with an internationally uncompe-

titive industry and a high level of idle capacity, the Government has recog-

nized the need to change the pattern of its industrial and trade policies.

As mentioned earlier, the Government has already moved to bring about the

necessary policy shift. It is important that the ensuing problems for

particular industries be carefully analyzed and that policies for helping

potentially viable firms improve their efficiency, be examined. 
The financial

resources required for such an undertaking will also have to be quantified

and possibilities of generating them explored.

26. Energy. Kenya has no domestic supplies of petroleum and its other

energy resources are extremely limited. Oil accounted for more than 80% of

total modern sector energy consumption (i.e., excluding fuel wood and char-

coal, the traditional sources of energy), hydro- and thermal-electricity for

15% and coal and coke accounted for about 5% (1978 data). Kenya is an

importer of crude petroleum and an exporter of refined products. 
While the

gross volume of Kenya's petroleum imports has been declining, 
net imports and

the import value have increased substantially in recent years. Gross petro-

leum imports in 1979 accounted for 22% of total imports. In 1980, the oil

bill was estimated at 24% of imported goods and 43% of merchandise exports.

Measured as a share of GDP at current prices, gross oil imports accounted for

about 4% in 1978, while estimated to be around 7% in 1980.

27. Concerned about its lack of a coherent energy policy and knowledge

about possible alternative sources of energy, as well as uncertain access to

petroleum supplies and the pressure of net petroleum imports on the balance

of payments, the Government has started to develop an energy policy; as a

first step it has recently set up a new Ministry of Energy. While the Govern-

ment is justifiably concerned about the petroleum situation, it must not lose

sight of the problems of energy use in the traditional sector. 
Use of wood

for fuel and charcoal appears too high in relation to the country's forest

resources. This could result in, and in some cases has already caused,

deforestation and desertification. This is exacerbated by the already men-

tioned growing pressure on marginal land for agricultural purposes. Special

attention will have to be paid to energy research with the major task to adapt

energy technology to the Kenyans' need and to conservation.

28. Food Self-Sufficiency. In 1979 and 1980, Kenya experienced short-

ages, in varying degrees, of maize, wheat, rice, dairy products and, to -

some extent, meat. Various factors have contributed to this situation:

poor but not extreme weather conditions, inappropriate distribution of storage

facilities, poor management, cancellation of the guaranteed minimum return

(GMR) credit system without alternative provisions, and a price 
structure and
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purchasing system unfavorable to farmers. These resulted in reduced acreage

under cultivation and a shift away from major food crops to other profitable

crops such as barley and sugar cane. With regard to maize, Kenya's main

staple food, the present shortages are largely due to poor planning and

management, and drought. However, given the high rate of population growth,
limited arable land, and dependence on cash crops for exports, it is now

essential that the food issues (including the question of resource availability

and resource use balance) are looked at in the context of an overall agri-
cultural policy, which may or may not imply total self-sufficiency for all

major food crops.

29. Public Finance. The Government budget showed large deficits in

1979/80 and 1980/81, despite small increases in real recurrent expenditures

and a decline in real development expenditures in 1980/81. In order to again

expand the Government's development activities without incurring an unmanage-

able budget deficit, the financing of which would seriously restrict credit to

the private sector, the primary objectives are to bring public sector revenues

and expenditure more in line, and adopt a more equitable tax system which

would raise the level of revenue collection without jeopardizing incentives

to work and save. It is also important to improve budgeting and control

system particularly in the parastatal sector.

30. The share of Government revenue in GDP has remained constant at

29% in the last three years; that share, while impressive when compared to

other countries, could be higher if efforts were made to deal with a number of

problems of tax evasion, poor tax collection, insignificant non-tax revenue
from parastatals operations, and a limited and undiversified tax base. There

is an urgent need to strengthen tax administration, to bring into the tax

system the increasing number of small businesses, and to enforce the tax laws.

31. Because of poor performance of public parastatals and corporations,
Government non-tax revenue remains at insignificant levels; in fact, several

public enterprises have become a heavy burden on the Government budget. To

improve their performance, the Government will have to refrain from subsidizing

inefficient parastatals and oblige them to operate on a sound financial

basis, inter alia, by establishing financial performance criteria which will

be applicable to all public enterprises. This requires, however, that the

Government accepts rational proposals for tariff and price increases by
parastatals and also provides them with efficient management.

Short-term Prospects

32. The Fourth Plan was prepared at the end of the most recent coffee

boom. As a result, while it addressed the major long-term development prob-

lems facing Kenya, it failed to anticipate and deal with the critical balance

of payments and budgetary problems that occurred in 1979 and 1980 and which

continue to dominate Kenya's economic prospects. As noted above (paras. 9-11)

the Government succeeded in keeping the balance of payment deficit manageable

through restrictive monetary and fiscal policies; the result was a slowing

down of the growth of the economy to the point where real GDP per capita
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declined in both 1979 and 1980. In these circumstances it is not surprising

that implementation of the Plan has so far been very slow and that the Govern-

ment has had to reassess the Plan's targets. This was done in Sessional Paper

(SP) No. 4 of 1980 which also included an economic program to deal with the

short- and medium-term problems consisting of restrictive fiscal and monetary

policies agreed with the IMF and structural adjustment measures agreed with

the Bank.

33. However, it is now clear that even the revised annual average growth

target of 5.4% between 1979 and 1983 is much too optimistic. Our projections 1/
indicate that an average growth rate of 4.3% in 1981/85, rising to 5.3% in

1986/90, is more realistic, although as detailed below even these low growth

rates would require an annual average increase in export volume of 6% in addi-

tion to very large capital inflows and determined action to restructure and

revitalize the economy. The prospect therefore is for continued stagnation or,

in some years, even a decline in per capita GDP in the short and medium-term

with some hope for improvement in the longer run.

34. In addition to the restrictive fiscal and monetary policies required

to keep the balance of payments and budgetary deficits at manageable levels,
the Government needs to carry out the structural reforms outlined in the Plan

and initiated in SP No. 4 in order to lay the basis for a resumption of more

vigorous growth in 1986-90 and later years. These include measures to:

(a) revitalize agricultural production through a gradual change in the Govern-

ment's marketing and pricing policies towards a more competitive system

relying increasingly on market forces, price intervention only in the form of

floor and ceiling prices and elimination of food subsidies; (b) continue the

process begun under the First Structural Adjustment Credit to change the

industrial protective system by replacing quantitative restrictions by equiva-

lent tariffs, and to support and encourage industrial exports; (c) continue

the policy of pricing energy (except kerosene) at its full cost and develop
a comprehensive energy policy focusing on energy conservation (covering both

petroleum and wood-based energy) and development of new energy sources;
(d) mobilize additional domestic resources through more efficient tax collec-

tion, better financial performance of parastatals, by charging and collecting

reasonable fees for public services by parastatals and local governments, as

well as by encouraging private savings through, inter alia, appropriate

interest rates; (e) review carefully investment projects included in the

forward development budget to ensure that projects that are undertaken are

fully justified and in line with available resources for investment and

recurrent expenditures; and (f) review carefully all proposed borrowing abroad

and monitor and manage the external debt within the framework of a compre-

hensive borrowing plan.

35. The economic situation will clearly make it very difficult to carry

out these structural reforms, particularly since they are unlikely to have

-1/ These projections assume a gradual decline in the incremental capital

output ratio, a return of import elasticity to a "normal" level by

1986-90 and some further deterioration in terms of trade by 1985

and little change thereafter (c.f. Attachment 3B, page 35).
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much impact in the short-term. On the other hand, they are essential if the
Government is to achieve the twin objectives of a significantly positive rate
of growth of per capita GDP in the second half of the 1980s and at the same
time keep the economy in reasonable balance. Based on the Government's
previous record and expressed willingness to deal with its problems we believe
that slow but significant progress will be made in all these areas; our
projections are based on this judgment. Should our expectations prove
unfounded it seems likely that the growth rate will fall considerably short of
population growth and that inflationary pressure and balance of payments
difficulties will become unmanageable, unless there is an unexpected, and
unlikely, improvement in Kenya's terms of trade.

C. External Assistance

36. Balance of payments projections (Table 1) show that Kenya will need
much larger amounts of external assistance than foreseen in last year's CPP
if it is to achieve even a minimal growth of per capita GDP and, at the same
time, continue its program of structural adjustment, in the face of declining
terms of trade and rapid population growth. The projections indicate that an
average annual GDP growth rate of 4.3% (less than 0.5% in per capita GDP)
during 1981-85 would require more than $1.0 billion per year in external
financing (in addition to public grants), provided Government policies and
good weather combine to achieve 6% annual growth of export volume, i.e.
considerably greater than in 1976-81 but about equal to the growth achieved in
1972-76. Traditional donors, including the Bank Group and IMF, could finance
perhaps half of this amount, while the rest would have to be raised from
suppliers' credits, private capital (including banks) and non-traditional
sources such as the oil exporting countries. Although it will be difficult,
we believe that Kenya could raise the required external capital without major
debt service problems, provided the Government continues to plan its foreign
borrowings and manage the increase in its foreign debt carefully and makes
every effort to increase the flow of concessional financing from bilateral
sources and the proportion of non-project aid; both these objectives will
be focused on at the Consultative Group meeting in July 1981.

37. However, it should be recognized that both the projected rate of
growth of exports (6% per annum) and the level of foreign borrowing, while not
unrealistic, are high and may not be achieved. As detailed in Attachment 6,
lower export growth rates would lead to unmanageable balance of payments and
debt service problems unless the rate of growth of GDP is reduced drastically
and/or there is a sharp improvement in the terms on which external resources
are raised. In short, even in the best of circumstances Kenya faces a period
of very low real per capita GDP growth and the very real possibility of a
decline in per capita GDP.



- 12 -

Table 1: EXTERNAL CAPITAL REQUIREMENTS AND THEIR FINANCING
1981-85

US$ million %

Current Account Deficit 3,342 64

Amortization 1,522 29

Reserve Increase 325 7

Total 5,189 100

Private Direct Investment 748 14

Public Medium and Long Term Loans 2,542 49

Private Medium and Long Term Loans 1,688 33

Use of IMF Resources 212 4
5,189 100

Includes $269 million in public grants under "current transfers."

Creditworthiness and Bank Exposure

38. Kenya's total public debt (disbursed and undisbursed) reached $3.5

billion at the end of 1980, including military debt and a notional 50% share

of the debt of the East African Community Corporations. The current debt

service ratio is 12.9%; even if Kenya achieves a 6% rate of growth of exports

in 1981-85, exercises great care in its foreign borrowing and follows prudent

debt management policies the debt service ratio is expected to rise to 19% by

1985 and to gradually decline after 1987 reaching about 18% by 1990. Payments

on public debt have accounted for a low and constant share of GDP (2%) in

recent years but are projected to reach 5.8% in 1985 and decline slowly after

1988. Debt service payments to the Bank accounted for 14.5% of total debt

service payments in 1980; the IDA share was 0.7%. The Bank's share of total

debt service payments is forecast to rise to about 16.0% by 1985 and to 18.1%

by 1990; while IDA's share will be 1.0% in 1985 and 1.3% in 1990. The IBRD

holds 18.5% of Kenya's debt outstanding and disbursed at the end of 1980;

this ratio will rise to 22.4% in 1985 and is projected to be about 21.3% in

1990. IDA is presently holding 11% of Kenya's public debt, but this share is

forecast to increase to 14.5% in 1985 and 17.7% in 1990.

39. The level of Bank exposure implied in the recommended lending pro-

gram, including $900 million from the Bank, is acceptable provided: (a) the

Government follows prudent debt management policies and in particular imple-

ments a suitable external borrowing program; and (b) reasonable progress is

made in implementing the program of structural reform underlying our projec-

tions. The sensitivity analysis presented in attachment 6 indicates that
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the debt service ratio could be above 30%, unless the rate of growth of GDP
were sharply reduced and/or the terms on which external funds are raised were
much softer than expected. Nevertheless, while the Bank Group's share of
Kenya's total external public debt (excluding the IMF) could rise as high as
40% and its share in total debt service to about 20% in 1990, in part due to
the repayment of loans with short-term maturities and the switch by other
donors from loans to grants, the debt service ratio on Bank Group borrowing
would not exceed 4% in 1990 if the two conditions mentioned above were met.
We would, of course, have to reevaluate the level of Bank lending, as well as
the-lending program as a whole (see para. 51 below), should our expectations
that these conditions will be met prove to be wrong or export earnings rise
much more slowly than forcast.

D. Progress Towards Prior Year Goals

40. The principal aim of our strategy at the time of the last CPP was
to support Kenya's efforts to implement the Fourth Development Plan. Our
major objectives were to help the Government sustain a reasonable rate
of economic growth, to encourage the carrying out of needed policy changes
proposed in the Plan, and to assist in improving the capacity of key Govern-
ment ministries and agencies.

41. At the time our strategy was conceived we were using two important
assumptions, namely:

(i) that better financial and economic management, particularly
budgetary and balance of payments policies, would relieve
the strain on Government counterpart and recurrent funds; and

(ii) that continued reasonably satisfactory implementation of
ongoing projects and future projects could be expected.

42. Since the last CPP review ten projects including one structural
adjustment credit, have been approved for a total of $183 million, of which
$172 million on IDA terms. All these projects are well conceived and in line
with Kenya's development objectives.

43. Project implementation in Kenya has historically been good, compared
to other countries in the Region, e.g., the proportion of problem projects
and of projects with major problems has been relatively low. However, the
last few years have seen a disturbing deterioration in Kenya's disbursement
performance (see Table 2). While the decline in the disbursement rate since
FY76 can in part be explained by the disbursement of a program loan in that
year and the high levels of new project commitments in subsequent years, there
must be other reasons for the declining absolute level of disbursements since
then which is well below the level of commitments.



Table 2

KENYA: IBRD/IDA Disbursements

(in US$ million and FY)

1981

1976 1977 1978 1979 1980 1st Half

1. Undisbursed balance at end of FY 234.2 342.9 398.9 581.2 712.9 633.7

2. Commitments during FY 118.0 155.0 113.0 251.0 192.0 -

3. Total disbursed during FY/ 90.3 46.3 57.0 68.7 60.3 79.2 1/

4. Disbursement rate (3 t 1 = %) 38.56 13.50 14.29 11.82 8.46 12.50

5. Comparators (%)

(a) Disbursement rate for total

of other loans in the region 20.66 23.26 18.79 19.61 16.51

(b) Bank-wide IBRD/IDA average
disbursement rate 2/3/ 26.83 23.61 19'.59 20.15 19.87

2/
(c) Selected comparators:-

Costa Rica 19.76 27.10 20.88 15.84 19.76

Ivory Coast 22.11 15.29 19.91 24.18 16.80

Tanzania 18.96 20.54 18.39 17.19 15.73

1/ Of which $55.0 under Structural Adjustment Credit.

2/ Excludes exchange adjustments on IDA credits.

3/ Excludes IFC loans.
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44. One explanation for the poor disbursement performance is the diffi-
culty and inefficiency in preparing and submitting reimbursement claims by
the project agencies and the Treasury. Since an increase in the pipeline
of expenditures eligible for reimbursement from the Bank Group and other
donors is an important drain on Kenya's scarce foreign exchange reserves, the
Treasury has now set up a working party to look into the reasons for delays
and devise ways and means of speeding up the process of reimbursement as a
matter of urgency.

45. While slowness in presenting reimbursement claims may be partly
responsible for the poor disbursement record, the main problem may well be
deteriorating project implementation performance. While such a trend does not
as yet show up in supervision reports, a review of the portfolio of agri-
culture projects carried out in preparation for review of the- agricultural
sector (Country Implementation Review) in January 1981 confirmed that there
were severe and increasing problems of project implementation in the sector.
While the review identified budgetary problems, stemming in large part from
the Government's stringent budgetary policy as having an across the board
impact, the main conclusion was that most problems were project specific. The
implication of this conclusion is that greater care must be taken in design-
ing, appraising, and supervising projects to ensure, in particular, that the
organizational and administrative arrangements are adequate. We should also
carefully review the appropriateness of the size and complexity of proposed
projects to avoid making them too ambitious. Finally, we should continue to
hold periodic Country Implementation Reviews with the Government to discuss
overall project implementation; the next review to be held early in the Fall
should focus on the poor disbursement record and try to determine whether, on
balanceit reflects general and severe implementation problems and limited
absorptive capacity.

46. Progress has been made in the area of policy changes in part as
a result of discussions in connection with the First Structural Adjustment
Credit (SAC). The agreement reached within the framework of the SAC provides
for the introduction of a more rational trade regime, an export compensation
scheme, improvements in forward budgeting and the preparation of an external
borrowing plan. There has been substantial progress in all these areas:

(a) Rationalization of the Trade Regime, Improvement in Export
Compensation. In July 1980, the Government abolished the
"Letters of No Objection" privilege and replaced most non-
tariff barriers with equivalent import duties. Moreover,
the Government increased the export compensation rate from
10% to 20% of FOB value of exports and ordered a shift
of compensation payments from Customs to the Central Bank of
Kenya. But while implementation of the shift is still await-
ing the solution of some legal obstacles, the combination of
the increased rate of compensation and the threat that Customs
might lose this function has resulted in-acceleration of pay-
ments. Businessmen are pushing harder and paying more atten-
tion to their paperwork and Customs is being more accommodating.
The purposes of the action have thus been accomplished;
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(b) Forward Budgeting. The forward budgeting process (covering

three years) has been moving ahead fairly well. The macro-

economic framework was satisfactory, providing for about a 4%

per annum real increase in expenditures. Guidelines circulated

to the ministries for preparation of their submissions also

appear to have been satisfactory. Procedures established for

review of submissions are being applied carefully. The major

problem, however, is that budgetary submissions have been

delayed by some ministries in anticipation of a decision on a

general civil service salary increase. But since the increase

has already been granted, the review process is expected to be

completed soon;

(c) External Borrowing Plan. Work on the plan can hardly be said

to have begun. There are, however, some hopeful signs and

positive developments. The Ministry of Finance has been re-

organized and clear responsibility for debt reporting has been

established. Positions have been approved for some additional

staff in the external debt unit. With the help of two missions

from the Bank, a debt reporting form has been devised and sent

to all ministries and parastatals. This form requires reporting

of transactions on outstanding loans and of borrowing plans for

the next fiscal year. Most of the forms have been completed by

the various organizations, but the quality of reporting is poor.

It will be necessary to visit each organization individually to

clean up the data. This will be a time-consuming and staff-

intensive chore, but it is necessary if the statistical base is

to be built for a proper debt exercise. For the moment, work on

the borrowing plan has been delayed to allow staff to complete the

abovementioned study of delays in reimbursements of expenditures

financed by external aid. The Government has been told,
however, that it will not be possible to appraise a second

structural adjustment operation until an external borrowing

plan has been formulated.

47. While it is too early to pass a judgment on ongoing efforts to

strengthen the capacity of important Government operating ministries and

agencies, it is our feeling that we have made some progress in assisting to

improve the research and advisory capacity of at leas.t two key ministries,
namely those of Finance and Economic Development and Planning through ongoing

UNDP financed projects for which the Bank is executing agency.

E. World Bank Strategy

48. To date, Kenya has received 36 Bank loans, including three on

Third Window terms, and 34 IDA credits amounting to $1,321.6 million, which

support 62 projects. In addition, Kenya has been one of the beneficiaries
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of 10 loans totalling $244.8 million which have been extended for the devel-

opment of common services operated regionally for the three Partner States

of the East African Community. Through FY75 the Bank Group lent to Kenya

$368.6 million for 30 projects. Between FY76-78 and FY79-81 the Bank increased

its lending to Kenya by 47%, and the number of operations by 13%.

49. The primary aim of Bank strategy in the next few years should be

to assist Kenya to implement the program of structural reform, which is neces-

sary for renewed per capita GDP growth in the medium term, and the revised

Fourth Development Plan. The main vehicle would be quick disbursing assis-

tance designed to provide short-term balance of payments support before the

results of the reform measures are felt; such assistance would be closely tied

to progress in carrying out the structural reform program. The proposed

structural adjustment lending would be supplemented by lending for projects

which directly support the Government's restructuring effort (i.e. Grain

Storage and Marketing) or which directly address some of Kenya's long-term

development problems (i.e. Second Rural Health and Population Project). The

economic and sector work program has also been designed to deal primarily

with issues that arise in these areas.

Level of Lending

50. In the past, the Bank Group has maintained a comparatively high

level of lending to Kenya despite high Bank exposure both in terms of the

share of total external debt outstanding, and the share of debt service

(para 35). This was justified by Kenya's projected long-term creditworthi-

ness as largely determined by the Government's responsiveness to advice

and willingness to accept and implement relevant policy measures. We believe

that this is still valid and therefore propose a total lending program for

1982-86 of $1,500.0 million for 27 projects and average Bank Group financing

of close to $56 million per project ($50 million excluding two proposed

structural adjustment operations). Under the proposed lending program the

Bank Group would provide about 27% of total financing requirements and 52% of

total projected disbursements of public medium and long term loans (excluding

the IMF) in 1981-85. While the levels of lending would be considerably higher

than in recent years these ratios are not significantly different from those

prevailing in FY 76 and 77. The proposed lending program which is somewhat

lower than that proposed by the Region in November 1980, represents an

increase of $98 million over the presently approved FY81-85 program primarily

to permit an increase in the amount of the proposed structural adjustment

operations without an undue reduction in project lending.

51. The proposed lending program, and in particular the proposed

structural adjustment operations, is based on the assumption that the Govern-

ment will continue to take the necessary policy measures to achieve economic

recovery and structural changes. We would therefore have to re-examine our

whole lending program should the Government fail to introduce and implement

such policies, and not only delete any structural adjustment lending but also

review all project proposals to determine their priority and feasibility in

the then prevailing economic environment.
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Program Lending

52. The Kenyan economy is highly import dependent and lack of sufficient
foreign exchange for essential imports has a pervasive and strangling effect
on all sectors of the economy. As discussed in para 34 above, our projections
indicate that in order to achieve a level of imports necessary to sustain an
annual average growth rate of a modest 4.3% during the period 1981-85, Kenya
would need average annual inflows of foreign exchange of more than $1.0
billion a year. To achieve this level of inflows without seriously impairing
its future creditworthiness by borrowing on unsuitable terms, Kenya would not
only have to reach agreement with the IMF on an EFF but also persuade bilateral
donors to increase total aid and, at the same time, increase the proportion of
quick disbursing non-project assistance. Since Kenya's financing requirements
are now considerably greater than we had earlier thought, it is important that
the Bank increase its own program lending in order not only to help fill the
gap but also to encourage others to increase their quick disbursing assistance.
We therefore propose two structural adjustment operations, one of $130 million
in FY82 and one of $120 million in FY84.

53. The structural adjustment operations should be seen as steps in a
process of policy formulation and action designed to result, over a three to
five year period, in sustained growth and a manageable balance of payments
situation. These operations would, therefore, be conditional on adequate
progress in carrying out a detailed and coherent policy package along the
lines discussed in para. 34. Execution of the program supported by the first
operation has been relatively successful; a policy package that will form the
basis for the proposed Second Structural Adjustment operation has been
completed and discussed by the Loan Committee recently. While the
details of the program are not yet finalized it includes a continuation of
the process of rationalization of the system of industrial protection and
measures to improve incentives for exports. It also covers policy measures
designed to revitalize agricultural production and to develop a coherent
energy program. In addition, we propose to raise with the Government the
advisability of an early exchange rate adjustment. The proposed credit would
be dependent on the adoption by the Government of an acceptable development
budget for 1981/82 and forward budgets for 1982/83 and 1983/84, as well as an
acceptable foreign borrowing plan. Finally, we expect that Kenya will reach
agreement with the IMF on fiscal and monetary targets for the next fiscal
year and that these agreements will be adhered to so that Kenya will remain
eligible to draw on IMF resources. We do not expect to have major disagree-
ments with the Government on any of these conditions, some of which have
already been referred to in the Finance Minister's budget speech, although
there may be differences of view on questions of emphasis and timing of some
measures.

Terms of Lending

54. In this CPP we propose an increase in the presently approved FY81-85
IDA allocation for Kenya from $465 million (equal to 37% of the lending
program), to $561.5 million (41%), and $600 million (40%) in FY82-86. The
proposed level of IDA lending would be equal to $7.8 per annum in per capita
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terms. In the current IDA-VI (FY81-83) period, the proposed lending program
would result in total IDA credits of $291.0 million which is $6 million above

the presently approved level; for the following three years, total IDA lending
would be $420 million. The increase is justified on the basis of: (a) Kenya-s

rising debt service ratio and high Bank exposure through most of the 1980s;

and (b) Kenya's performance which is expected to improve substantially over
the next five years as a result of the structural reforms already in progress
and expected to be supported by the proposed structural adjustment lending.

It is further justified on grounds of comparison with other countries in the

same per capita income group. In addition, we believe that Kenya's recent

performance and the Government's unchanged commitment to social and economic

reforms qualify Kenya for the proposed increase in IDA allocations.

Domestic Cost Financing

55. In recent years there has been a rapidly growing gap between the

growth of public revenues and public expenditures. Efforts to balance these

have so far been at the expense of development expenditure by delaying the

implementation of some projects. As a result delays in project implementation

due to lack of counterpart funds is becoming worrisome and it is likely to

be some years before public savings can be restored to adequate levels. In

order to help the Government achieve this objective by carrying out its

program of policy changes and at the same time avoid costly delays in project

implementation, we recommend that the Bank Group continue to lend up to at

least 75% of total financing requirements (including all cofinancing) and to

continue to finance local costs of projects where appropriate. While for the

larger projects cofinancing will be mobilized and assuming that the Government

makes an adequate public savings effort, this would also provide adequate

support for particularly important development projects under the prevailing
severe financial constraints.

Population Policy

56. Rapid population growth remains Kenya's most difficult, pervasive

and urgent development problem. There are no easy solutions to this problem

which is rooted in Kenya's society and culture. Although there is now growing

understanding of the effects of rapid population growth among the political

leaders, a large family (more than seven children) is still a goal of most

women. Their attitudes must be changed if Kenya is to achieve any substantial

decline in the rate of population growth. However, it does appear that fer-

tility has declined among certain groups and in certain situations, i.e., in

urban areas, among women with more than minimal education and among women who

participate in the labor force. This indicates that deliberate efforts in

other areas of social development to affect attitudes towards family planning

and family size are likely to encourage the use of family planning and reduce

fertility.

57. The Bank can assist in this area in several ways. First, we have

included in the lending program two population projects; they will have large
information and education components designed to increase the demand for

family planning services, as well as components aimed at improving the supply
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of such services. Second, given the importance of information and education,
as well as high level political support, the establishment of a National
Council on Population and Development located in the Office of the President
will be a condition not only of negotiations of the next population project,
but a condition of the proposed structural adjustment operation as well.
Third, projects in all sectors, but particularly in rural and urban develop-
ment, as well as education and smallholder agriculture will be reviewed with a
view to including design features supporting trends which have been shown to
help reduce fertility and change attitudes towards family size, e.g., by
improving access to education and increasing the opportunities for wage
employment among women in rural areas. Fourth, discussions will be initiated
with the Government on feasibility and desirablility of introducing more
general incentives and/or disincentives designed to affect actual family
size; these might include e.g., reintroduction of school fees for the third or
fourth child in a family. Finally, in order to ensure that the population
problem is explicitly addressed wherever appropriate in project and economic
work, the Region has decided to establish a working party of programs and
projects staff to consider how the Bank can most effectively help the Govern-
ment deal with the problem; its first task will be to draw up an action
program to be implemented over the next several years.

Economic and Sector Work Program

58. The economic and sector work program, which is set out in detail for
FY82-83 in the agenda of studies in Attachment 7, has been designed to improve
the Bank's understanding of the key structural relationships in Kenya's
economy and policy issues facing the Government and to improve the analytical
basis for our lending and policy recommendations. Studies which are about to
be completed include the Basic Economic Report, an Agriculture Sector Memoran-
dum and an Economic Memorandum for the Consultative Group; the field work for
an Urban Sector Memorandum and Energy Sector Study has been completed. The
conclusions and recommendations of these studies, particularly the Agriculture
Sector Memorandum and the Energy Sector Study have been,or are being, incor-
porated in the First Structural Adjustment Credits and the Initiating Memor-
andum for the proposed Second Structural Adjustment operation. Other studies
in FY82-83 will concentrate on key issues in agriculture (including pricing,
marketing, credit and interest rates, land use and institutional efficiency,
e.g., cooperatives) and industry (including a continuing review of the effects
of changes being made in the protective system, investment incentives, effi-
ciency of key financial sector institutions.and agroindustries), themes which
will be continued in FY84 and FY85; the program in those later years will also
include follow-up work to the Energy and Urban studies particularly in the
areas of energy demand management and urban (local government) financing. The
economic work program will concentrate on reviewing and reporting on economic
performance, including progress under programs agreed in connection with
structural adjustment lending, and analysis of the Fifth Development Plan
scheduled to go into operation in mid-1983. Other studies that will be
carried out in FY84-86 will include additional work needed to better under-
stand the determinants of fertility and family size, as well as private,
including corporate, savings. Increased emphasis will also be put on public
administration, in particular the parastatals sector. Finally, it should be
noted that considerable analytical work in connection with the efforts to
project for which the Bank is acting as executing agency.
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Resident Mission

59. The significant increase in our lending to Kenya over the last few
years and the policy initiative agreed with the Government as a basis for our
structural adjustment lending have emphasized the importance of our discussion
and coordination with the Government. In addition, in attending Country
Implementation Review meetings and various donor coordinating meetings for
especially complex cofinanced projects, the Resident Representative provides
useful support for our work in Washington. The current arrangement under
which the Director of the Regional Mission in East Africa is also Resident
Representative in Kenya, assisted by a Deputy Resident Representative, is
satisfactory and will be continued.

International Finance Corporation (IFC)

60. IFC has committed a total of $44.2 million for six companies in
Kenya: Pan African Paper Mills Ltd.; Kenya Hotel Properties Ltd.; Tourism
Promotion Services (Kenya) Ltd.; Rift Valley Textiles Ltd. and Development
Finance Company of Kenya. A credit line for medium- and small-scale enter-
prises was extended to the Commercial Bank of Kenya. As of October 31, 1980,
IFC held for its own account $32.6 million comprising $26.6 million of loans
and $9.4 million of equity. We are working in close cooperation with IFC
and may be involved in co-financing a project to expand the production of
soda ash. IFC's involvement depends on agreement being reached between the
Kenya Government and ICI/Magadi Soda Company on the future structure and
expanded operations of the company; the Bank may be called upon to provide
finance for improved infrastructure. IFC is providing a loan of $5 million to
Pan African Paper Mills to help finance an increase in its unbleached paper
capacity and a mechanical pulp mill, which will enable the company to
produce newsprint. IFC is also considering a second credit line for medium-
and small-scale enterprise, a venture capital project with the Aga Khan
Group, a pulp export project, a project with Bamburi Cement to convert from
using fuel oil to coal, a tinplate project, and a project to manufacture
milk packaging materials. It has also had preliminary discussions concerning
the improvement of the Mombasa refinery, a project that may be cofinanced with
the Bank. IFC's Five Year Plan calls for between one and two new investments
annually in Kenya. IFC investments in Kenya will be consistent with the
Government's restructuring program and in support of policies agreed with the
Bank in the context of its structural adjustment lending.

F. World Bank Program

61. In this CPP, we recommend a five year lending program (FY82-86) of
27 projects for $1,500 million. This includes two Structural Adjustment
operations for $250 million. The sectoral distribution of the proposed
lending program (Table 3 below) suggests 41% to directly productive projects,
26% for infrastructure projects in transport, communication and power, 16% for
social projects in the areas of population, education, and urban development,
and 17% for program lending.
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Table 3: PROPOSED LENDING PROGRAM FY82-86: SECTORAL DISTRIBUTION

Total Amount % of No. of % of
Sector ($ million) Total Projects Total

1. Agriculture 485.0 32.3 10 37.1
2. Industry 140.0 9.3 3 11.1
3. Social Services 240.0 16.0 6 22.2
4. Infrastructure 385.0 25.7 6 22.2
5. Program Lending 250.0 16.7 2 7.4

Total 1,500.0 100.0 27 100.0

Agriculture and Rural Development

62. We consider that the most important issues in agriculture at present
are the need to increase agricultural production both for export and for
domestic consumption and to improve distribution systems; the problem of
clarifying land policy issues in view of population pressure on land, equity
and efficiency concerns arising from tenure patterns; and concerns with
protection of land resources. The resolution of these issues will require a
more systematic approach to the development of appropriate institutional
arrangements for the sector, including strengthening of research and extension
services, reviewing the role of cooperatives and parastatal institutions in
agricultural development, and improving investment planning and financial
control systems. It will also require a program of action on marketing and
pricing policies, Government regulation of land tenure and resource protection
programs, and provision of credit for agricultural development. The Govern-
ment is specifically addressing many of these issues through policy papers
being considered by the Cabinet; we plan to assist through financing agri-
cultural and technical assistance projects as well as through sector work
focusing on areas of critical concern.

63. To assist the Government tackle these critical issues we plan a
number of operations. First, we will continue lending to the Agricultural
Finance Corporation which will in turn relend to farmers in both the high and
low potential areas for expansion of agricultural output. Secondly, we plan
to continue our assistance for the Integrated Agricultural Development Program
(IADP), the main vehicle for smallholder development policy. In the context
of this program we will through a series of projects address the problems of
extension services, cooperative credit and support to institutions, cotton
development, assistance to farmers in the older settlement areas and on sub-
divided large farms and consolidation of development in areas concerning the
first two projects. A major problem in legalizing unofficially subdivided
large farms will be the land survey capacity; we will therefore consider
assisting Government to increase the country's survey capacity. In connection
with securing essential food supplies we have brought forward a planned Grain
Marketing and Storage project from FY84 to FY83 and may seek to respond
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quickly to urgent needs through an even earlier pilot project. Regarding the
development of marginal crop lands we plan to introduce a second Arid and
Semi-Arid Areas project which would incorporate findings of the ongoing
Baringo project. Our proposed lending program also includes a Third Forestry
project to help the Government in its reforestation and soil conservation
efforts. We plan to initiate discussions of a possible Agricultural Research
project and support for Small Scale Irrigation Development. Finally, dis-
cussions have started with Government about a Pyrethrum project.

Industry

64. The main issue in the industrial sector will continue to be the
Government's ability to implement a program of trade and industrial policy
reform to increase sectoral efficiency and promote export-oriented produc-
tion. With the implementation of the policy measures agreed under the First
Structural Adjustment Credit the Government has taken the first of a series of
steps necessary for implementing the policy reforms; these will be followed up
in the context of the proposed structural adjustment operations.

65. Our strategy will also continue to emphasize financial inter-
mediation, which has been our major involvement in the past, through the
Industrial Development Bank (IDB) and the Kenya Industrial Estates (KIE).
To date, we have provided four loans to IDB and one credit to KIE. In the
proposed program, we intend to approach the next assistance to large and
medium scale industry possibly through a common financing channel which could
be the Ministry of Finance or the Central Bank. Such an approach would
reduce our traditional emphasis on institution building, per se, and concen-
trate Bank Group project assistance increasingly on industrial policy issues
and on providing funds to the industrial sector through a number of suitable
intermediaries. Assistance to small scale industry will, however, most
likely continue to be channelled through KIE.

66. Although we have not yet seen very good progress on this front, we
will renew our efforts to assist industrial projects directly. Recognizing
the serious industrial project preparation delays occasioned in part by the
creation of a new Ministry of Industry which is still inadequately staffed
and directed, we nevertheless believe that at least one industrial project
(viz. soda ash development/export) can be ready for financing by the Bank
during the period FY82-86. In addition, we may, as noted below, consider
financing investments in the cement industry to reduce their use of important
fuel.

Energy

67. Kenya is a net importer of petroleum and her other energy resources
are extremely limited, and, in the case of her forests, are being rapidly
depleted. In this situation there is an urgent need to formulate a compre-
hensive energy plan designed to conserve energy and to develop alternative or
supplementary energy soruces. As noted above, energy planning and demand
management will be one of the issues discussed in connection with structural
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adjustment lending; institutional support will be provided under a proposed
Petroleum Exploration Promotion project. In addition, the lending program
includes several projects which would help develop existing or new energy
sources or assist in the conservation of energy.

68. The Bank has had a long and continuous involvement in the power
sector; four previous lending operations have assisted the development of
Kenya's hydroelectric and geothermal power potential. The Bank has now been
asked to assist in and coordinate the financing of another 140 MW hydro-
electric power station at Kiambere on the lower Tana River, with a total cost
of $306 million, of which about $200 million in foreign exchange.

69. High priority has also been given by Government to the acceleration
of oil exploration. The Bank will assist with the proposed Petroleum Explo-
ration Promotion project which is designed to help attract experienced oil
exploration companies to carry out exploration programs under conditions
suitable to both parties.

70. In the course of its field work the energy sector mission identified
tentatively a number of investment opportunities in energy conservation that
might be suitable for Bank financing. These include conversion of existing
cement factories from fuel oil to coal and fuel conserving changes in their
production processes, installation of a cracking plant at the refinery in
Mombasa to improve the product mix there, as well as the conversion of exist-
ing home electric water heaters to solar energy; a refinery project has been
included in the lending program in FY84, a cement project appears in the
reserve program for FY83, and we are -exploring the possibility of including
financing for heater conversion in another Bank-financed project. Finally,
conservation has been one of the major focuses of the Third Forestry Project
and discussions have been held in this context about the possibility of
including a small component in the project to introduce improved woodburning
stoves.

Transportation

71. The main issues in the transportation sector continue to be inter-
modal, coordination and planning, particularly between rail and road, alloca-
tion of resources between maintainance, rehabilitation and new construction
in the highway subsector and the need to improve efficiency and reliability
of railroad services. Concern about energy conservation has exacerbated the
need for careful consideration of the most efficient allocation of traffic
between modes not only to minimize cost, but, especially important, to mini-
mize fuel consumption. These issues will be addressed in the context of the
preparation of a recently initiated transport memorandum. We will also
pursue these issues through the proposed Second Highway Sector loan under
which we would continue to support the Government's road maintenance program,
upgrading of the existing road network and construction of new rural roads.
Through a Second Railway project we proposed to provide assistance to Kenya
Railways to continue improving the efficiency and reliability of its service.
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Education

72. In general education there is a need to improve the quality and

efficiency of the education system and to expand it to meet identified man-

power needs within the Government's financial capacity. There is also an

urgent need to train manpower for priority development projects, since the

lack of qualified personnel has been a serious constraint in the implemen-

tation of various programs by the public sector. The Government is under-

taking a manpower survey, and new estimates of manpower requirements by sector

and skill level are expected to be available when this survey is completed.

This would form the basis for a sixth education project designed to meet the

most urgent needs of the sector and most likely continue the main thrust of

the Fifth Education Project which provides assistance to Kenya for the train-

ing of managerial staff for primary and secondary schools, and for the provi-

sion of higher and middle level technicians in agriculture, water development

and industry. The project also includes a pre-investment study to identify

the needs and availability of business education and training in the country,
since qualified personnel in the business field, such as managers, accountants

and bookkeepers are in particular short supply; this area could become the

focus of future Bank Group assistance for the education sector.

Urban Development

73. One of the major issues in this sector is the need for changes in

the structure of local authority finances, since the Councils are incurring

large increases in capital and recurrent expenditures while their revenue

base is constrained. The Bank has supported efforts by the Government to

improve municipal finances by requiring the revaluation of property and the

improvement of municipal debt' collections, by providing technical assistance

to the Ministry of Local Government, and by assisting in the implementation of

accounting and management information systems. However, a long-term resolu-

tion of the problem of inadequate financial resources for local authorities

will require implementation of structural reforms on a national level, many of

which are currently being reviewed by Cabinet. The Bank is holding discus-

sions with the Government of Kenya to encourage resolution of this outstanding

issue. An urban sector review mission is planned for April 1981, to examine

this and other related issues of improving resource mobilization and appli-

cation for urban development in Kenya.

74. It is Government's policy to encourage the growth of a number of

selected towns of all sizes from market centers to major secondary cities

throughout Kenya, partly to divert urban migration away from Nairobi and

Mombasa and partly to provide an integrated urban network to provide employ-

ment, and support economic growth in all sections of the country. The pro-

posed Third Urban project would support this policy by increasing the housing
stock for the low income population, improve the supply of basic and essential

services for that category of urban dwellers and increase available income

earning opportunities in a number of small and medium sized urban centers.

Further, the National Housing Corporation (NHC) the implementing agency for

this project and future projects of a similar nature, will be strengthened.
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The proposed fourth urban project would continue the Government's decen-
tralization strategy by supporting infrastructure and urban administration
improvement in Kenya's secondary cities.

75. The proposed urban transport project is the first transport project
in the urban sector in Kenya. The project addresses key urban transport
problems in Nairobi and Mombasa, specifically inadequate public transport
services and traffic congestion in Nairobi and deterioration of roads in
Mombasa. In both cities the project would also address the transport needs
of low income groups and would assist matatu (informal mini-buses) owners/
drivers to purchase new vehicles, adequately maintain them and improve the
safety and level of service offered to the public.



Population 15.3 million (1979)
GUP Per Capita : 300 (1979)2 -27. Attachment IA
Aron 582.647 keo

Literacy Rate 40% (1975)

KENYA: ACTUAL AND PROPOSED PROGRAM OF LENDING OPERATIONS THROUGH FY86
($ Million)

Through Actual Current Program Total Total Total Total Reserve

FY75 FY76 FY77 FY78 FY79 FY80 FY81 FY82 FY83 FY84 FY85 FY86 FY71-75 FY76--80/ FY81-85 FY82-86 Projects

Agri ulture
Agricultural Credit I IDA 3.6
Agricultural Credit II IDA 6.0
Agricultural Credit III TW/IDA 5.0/20.0
Agri-ultural Credit IV IBRD,'DA 25,0/10.0
Agricultural Credit V 1DA 50.0

Agric. Processing III IBRD 50.0*
Cotton Processing

& Ibarkcting IDA 30.0
Cotton Production IDA 15.0
FIsheries I IDA 10.0
Integrated Agri. Dev. I TW/IDA 10.0/10.0
Integrard Agri. Rev. I IDA 46.0
Inttgratd Agri. Dev. III IDA 55.0
Iotorated Agri. De. IV IDA 50.0
Narok AgriuLtural Dev. I IDRD 13.0

Naroi Agric. Dev. II * 20.0(FY85)
Croup Fros Rehob. IBRD/IDA 7.5/7.5
GrIn lark-ting IDA 55.0
Irritotl I(Rnra West) IBRD/IDA 34.0/6.0
Irri tion II (Bur. East) 13RD 60.0
Tea Developm-nt I IDA 2.8
Te Do-vlop-,nt II IDA 2.1
Cea Roads IDA 3.0

Ta F-ctories IBRD 10.4

SDallolder Coffe- IDA 27.0
SD irulture 1A OA.D(FY83)
Segr I IBRD 25.0
Sugar II IRD 72.0

Llvestock I IDA 3.6
Livotock II IDA 21.5

Livstook III IDA 20.0(FY86)
Forrstry I IBRD 2.6
Foreotry II 1110D/IDA 10.0/10.0
Forotry III IBRD 75.0
Land Sot1lmcnt I IRRD 8.4
ArId & Smi-Arid Areas I IDA 6.5

Arid 4 Smi-Arid Areas T IDA 45.0
AgriouIturoI Roads IDA 5.3
African Agriculture IBRD 5.6

Eduction
>.a Ct ioo I IDA 7.0
Education II IDA 6.1
Eda,,,0In III IBRD 10.0
Oloatono IV IDA 23.0
Eci..tlon V IDA 40.0
Education VI IDA 50.0

Idi t r
DPC I IBRD 5.0
DEC I1 IBRD 10.0
DFC III IBRD 20.0
DFC IV 11uD 30.0
DFC VI IBRD-
Sml1 5c.10 Industry I IDA 10.0
DF0 V IBRD 45.0
Indontry I (7*da Ash) IRD 25.00
Industry tO (Leather) 11R 35,0(FY83)

Ondustry 11 (oda Ash) IORD 70.0(FY85)

n 1v I Icocont) BRD 40.0(Y85)

Populotion I IDA 12.0
Popula-tion E IDA 40.0
Population III IBRD/IDA 20/40

Pecroboum Exp. & PromotIon 0ID I.0
R r IBRD 50.0
Power I IBRD 23.0
Pocr TI CBRD 63.0
Power II (0lkaria IBRD 31.0

C e -a1*00 11
Power IV IBRD 05.0
Po r V IBD/IDA 100.0 (FY 86)
0Dk-rL Coothermal IBRD 9.0

Engineering

W-tr Supply I (Nairobi) IBRD 8.3
Otet 

4
upIy II (Coast) 010 35.0

Wator upply III (N. irbi) IBR1D 30.0
Rorl Wter Supply I IBRD 20.0
Rural oter Supply II IDA 30.0

-r!n &r -ad I BRD o a
Wildf and To"rlen

11dlife and Tourino I Tw 17.0

Jligh.oays I IDA 4.5
lighwaya II IDA 10.7
liighcayc III IBRD 23.5
Flig hwya IV IDA 22.0
Highways V IBRD 29.0
fitghwnay MaIntenance IDA 12.6
11,0h0y Srtor I IBRD 90.0
Highway Sector II IBRD
Oil Products Pipeline IBRD 20.0
Nairobi Airport IBRD 29,0
Rural Accns Road. IBRD/IDA 4.0/4.0
Roilayu IBR 58.0
Railwcys II IBRD 80.0n
H-rbura IBRD 40.0(FY84)

Tolocooauoiatcons

Telecn. I IBRD 20.0 50.0
Toicon. ID 10BR5D,

Urba., Dvclnpment I IBR/IDA 8.0/8.0
Urban DOclopment II IBRD/IDA 25.0/25.0
urban Transport IBRD 30.10'

Ur1bas D'volopont III IBRD 40.0

(Small Tocon.)
Urban Developmnt V IBRD 50.0(FY85)

Structural Adjustment Lond n
Program Loan IB.0 30.0
S trctural Adj. Cr. I IDA 55.0
Strutural Adj. Cr. II IBRD/IDA 45.0/85.0
Structural Adj. Cr. III IBR/IDA 80/400
Strutura_ Ad . C I. ID 1)1A _ _ _ _ _f _ _ _)
Tehuilca AooIstonce IDA 4.5

(Export Promotion)
Technicl A-si-tance (Agri) I DA 1.
LENDING PROGRAM IBRD/TW 220.3 118.0 83.0/32.0 55.0 211.0 61.0 83.0 133.0 210.0 195.0 220.0 150.0 180.2 522.4 /32.0 833.0 900.0

IDA 148.3 - 40.0 40, 0 1220 I, 1-o.40 55.0 160.0 ,5.0 130.0 996 260.0 520.0 600.0

Totol 368.6 118.0 035.8 103.8 251.0 183,0 153.0 7 265 355_1 305.0 20 279.8 011.0 1353.0 1500.0

Number -30 4 7 4 7 7 - 5 5 3 5 5 18 29 25 27
(of which. IDA) (18) (-) (-) (2) (2) (5) 1 2 2 2 1 (2) (7) 19) (8) (9)

Lending Program in Constant 188.5 219.5 143.9 292.2 196.8 133.0 275.4 232.3 292.9 237.2 205.4 512.5 1740.9 117.8 1243.2
FY81 Conmntment $

3/
Comitment Deflator (FY81 - 100) 62.6 70.6 78.5 85.9 93.0 100.0 107.1 114.1 121.2 128.6 136.3

Standby Projects IBRD 30.0 105.0 140.0 80.0
IDA 55.0 . 45.0

Total 200.8 185.0

Number (2) (3) (3) (1)

I/ Exnludus EAC
2/ Inolode. NORAD Particiation EAN CPIA3/ Estimated

Standby projects July 8, 1961
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KENYA

Summary of Yank Group and Other Official Lending

Si.CTORAL DISTRIBUTION OF TOTAL TOTAL T0TAL AL

hogNK GROUP ComMT-ENTS (h.g CURRENT T T FYT6 F -6-Y-2

FY75 FY76 FY77 FY78 FY79 FY80 FY81 FY82 F8 FY84 FY85 FY86 FY7-75 FY76-0 FY--8- 2

Agric. and Rural 0ev. 29.8 - 71.0 - 44.6 34.4 26.3 33.9 26.4 14.5 58.5 35.7 26.1 34.9 31.0 32.3

Energy I/ -
- - 1.6 - 10.5 - -- 3.3 3.0

Indo, ry 1.4 8.5 12.9 8.8 - 16.4 - . 17.0 6.6 - 25.0 1.8 8.6 5.2 9.3

Pwer 6.2 - - 3.6 16.9 - 22.6 - - 8.2 12.6 4.4 4.0

Pop. ,Hal h F Nutrition 3.3 -
12.9 - 22.6 - 4.3 - 7.4 6.7

T wle rv ficati.fls - 8 .0 - 18.9 - - - 2.5 3.7 3.3

Traportction 41.0 - 5.2 - 35.9 - 43.6 - - 23.7 - 28.6 40.2 12.0 10.9 11.3

rban Development 4.3 -2 - - - 9.7 15.1 - 18.9 - 5.7 6.1 8.9 8.0

Water Supply 2.3 29.7 - 26.5 8.0 - - - - 10.7 3.0 10.4 - 2.0

Other 11.7 8.5 11.0 20.4 - 32.5 30.1 41.9 - 44.7 - - 10.7 13.4 1 25.1 20.0

Total 100.0 100.0 100.0 100.0 100.0 100.0 100.0 L70.0 100.0 100.0 101.0 100.0 -0 100.0 100.0

0,1 G8007 D30SBUR3EMENT3 (71$ illlon)

IB /s incl. ndibirsed 212. 3/ 322.7 4/ 443.7 5/ 526.0 61 747.2 7/ 817.0 8/ 890.2 1014.1 1189.3 1395.5 536.1 1641.1

exrl. undisbursed 83.3 T/ 158.4 4/ 395.7 T/ 260.9 / 319.8 7/ 362.8 '9/ 408.3 520.1 650.5 774.7 939.6 1071.3 .

- 71.0 33.1 38.5 46.7 41.6 55.2 127.6 150.4 153.0 203.2 177.7 75.2 239.9 689.4 811.9

le ss D. r sbtiz ur e n 7.- 1.7 0.9 4. 4 4. 9.- 11.0 15.8 20.0 28.8 39.3 45.0 7 7 
5 9.4 114.9 148.9

eqoaln - e. diab-rsese, ta 77.1 77.8 32.2 34.1 41.8 33.6 44.2 111.8 130.4 124.2 163.9 132.7 1. 219.5 5.5 30

leas; Interests 1. chargens 1.1 11.7 13.2 19.2 23.7 28.9 32.6 37,6 48.0 59.7 74.2 90.1 11.9 96.8 252.1 309.6

equals: net trans fr 63.0 66.1 19.10 14.9 11.1 4.7 11.6 74.2 82.4 64.5 89.7 42.6 61.8 122.8 322.4 353.4

3 8 q u/1 1 : C n e t r s f rd * 
1 1 5 .3 3 2 2 .6 . 1 1 2 4 .8 1 2 6 7 .8

IBlDbr. sennts 154.0 90.3 46.3 57.0 6S.7 60.3 126.3 219.0 265.0 216.8 297.7 269.3 1.6 20.5 119.8 154.9

lesn/ amrtizationl 7.1 1.3 1.1 4.7 3.9 9.5 11.6 10.5 20.9 29.9 40.9 46.7 1.6 20.5 119.8 154.9

nes: netization146.9 89.0 45.2 52.3 64.8 50.8 114.7 202.5 244.1 186.9 256.8 222.6 113.7 302.1 1005.0 1112.9

leas; interest &s charges 32.3 12.3 13.9 20.0 20.3 29.9 33.8 39.4 50.5 63.0 78.0 135.1 13.8 96.4 264,7 366.0

equals; net transfer 114.6 76.7 31.3 32.3 44.5 20.9 80.9 163.1 193.6 123.9 178.8 87.5 205.7 740.3 146.9

kc tool 
ProJected

CyAcu - ' 798q6P" =13 1984 19R5 1990
1T V75 3 576 197 96 37 1q80 ___ 1839324 19... 1---

11177 
18017b1 1 oF, L

IBR. Disbursementn/TOtal 41.9 37.0 44.5 14.6 10.7 9.9 22.1 -
25.4 16.6 15.4 15.2

r1s8 D s urTotal DOD t 18.6 24.2 37.7 25.2 22.2 18.4 20.3 20.5 22.7 22.6 22.4 21.3

IBRD Deb Ttal e-j.TD

1880 Debt Service/Total 17.7 29.7 31.3 21.0 28.6 13.4 12.0 13.6 13.6 15.8 16.0 18.1

COMIITMENTS FROM OFFICIAL OURCES (US$ Millin(

Granta G5.1 110.6 141.7 / 157.7 9/
Total Granta 08 1.

Germany, Fed. Rep. of 14.8 11.3

Netherlands 8.0 41.0

Norway 9.3 8.9

Sweden 14.8 20.0Swdn12.8 25.7
United Kingdon 5.- 7
United States 5.7 0
European Dev. Fund 5.7 0.9

Otier 28.7 25.9

Concessional Loans- 76.2 15.0 65.7 151.5 101.1
Total Bilateral 0.8 - 1.0 - 58.1

Canada . 8.3 - 16.3
Denmark . -

-eml 1 
.31.3 -

France 6 6 . . 1. .
Germany, Fed. Rep. of 16.6 5.4 8.3 41.0 39.6

Japan 16.5 - 2.8 16.1 -
Netherlands 20.0 - 2-.1 19.5 -

Saudi Aralia . - - 25.7 -

United K~idot. 
6.8 - 0.1 -

United States 13.5 - 24.0 20.2 3.4

other 2.0 1.3 1.4 1.6 -

Total lultiLerai 3'.' 46.0 85.0 100.1 56.1

African Dev. Fund -- - - 10.3

BADEA/ABEDA 5.0 .0 - -

European Dev. Fund - - 30.0 - -

European Invest. Bank 2- - 15. -

1860 
27.0 5.0 ..

IbA 25.5 14.0 36.0 61.0 27.0

IMF Trust Fund - 6.0 18.5 18.8

OPEC Special Fund - - 8.0 5.3 -

Other 7.2 - - - -

Non-conrcsional Loans

Total lilateral 17.5 20.4 3.3 22.4 32.3

Germany, Fed. Rep. of - ..2 - - -

India - 2.6 - 2.5

Japan 2.5 - - -

Netherlansa -1.8 7 .

United Kingdom, - 11." 1.7 16.3 29.8

United States 15.0 0.8 1.6 6.1 -

Total Multilateral 193.5 9.7 102.0 161.1 123.4

African Den. Bank - 3.5 5.8 5.1 6.5

European Invest. Bank - 2.2 17.2 - 6.9

1uRp 193.5 4.0 79.0 156.0 110.0

IBIN 10/

TOTAL CNImTMENTS 415.0 201.7 397.7 592.8 (312.9) (492.3)

1/ Coal projects should be classified in the energy sector.

T/ As of che end of the fiscal year.

3/ The exchange adjustment of $6.2 million as of June 30, 1975 has been included in these figures.

E/ The exchange adjustment of $5.6 million as of June 30, 1976 has been included in these figures with ai d crease of $2.6 million since FY75.

5/ The exchange adjustment of $8.6 million as of June 30, 1977 has been included in these figures with an increase of 55.0 million since FY76.

6/ The exchange adjustment of $39.8 million as of June 30, 1978 has been Included in these figures with an increase of $31.2 million since F777.

7/The exchange adjostnent of $56.8) million as of June 30, 1979 has been incloded in these figures with an increase of $17.3 nillion since FY78.

The exchange adjustment of $66.3 million as o f June 30, 1980 has been included in these figures with an increase of $9.4 million since FY79.

/ Data not available on a country/agency basis 
after CY1976.

10/ ( ) - preliminary
NOTE: All data in this table reflect e/s amounts and transactions of loans sold to Third Parties. EAy CIA

Jully 8, 1981
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808YA

fts. I. . 3
ETA: CU1ML6ATY LST3MATED AMM A0.2AL DUS1URh0IRME8 ON 10A10 AIM CED1TS

(O .1121...)

As t0 Jmmp 30. 1980

AmMeult. Dag.,
- or01 al.. - Appr-*d FT.79 FT -10 .

- CAhtuhL1d _ Sisgd C1I60g f7r*806t
7ro0*68 & U.. - Dff0800. 3. 0* 9'7S 1 1 3 . 3 F ,4 _ FT1 ?7,80 _'!8 .Y,6 f *.'6 IT ,7

818h.7y 12.6 12/22/70 Otis. 6/30/75 0/20/70 - - - - - -

- 12/28/70 th" 12/31/79 7/20/79 10.8 10.8 11.2 1.7 12.2 12.5 12.6 - - - - - - - -

201 22 12.6 -18/71 6*03 - - 10.8 10.8 10.8 10.8 10.8 10.8 12.6

Ui.0bi 29.0 5/30/72 Otia 12/31/76 5/16/72 - - - - - -

Aitp-2t - 0/ 2/72 LhV1 12/31/79 6/30/78 - 28.5 28.7 28.8 29.0 - - - - - - -

.130 326 29.0 7/ 7/72 0t*: - - 28.3 28.3 23.3 28.5 28.5 23.3 28.5 23.5 29.0

Fifth 29.0 9/14/73 Otig 12/31/77 7/25/73 - - -- -- - - - - - - -

0l2h86y - 1/ 6/73 0.*t 12/31/79 9/30/79 - - -- - - - - -28.3 28.3 29.0 - - --

1100 132 29.0 11/ 9/73 A6t. - - 20.0 22.6 22.6 23.4 25.7 26.8 28.2 28.9 28.9

17C 3.0 11/20/73 or,. 3/31/78 10/31/73 5.0- - -- - - - - - - - - - --

fr.0j0. - 1/20/73 U..- 9/30/79 - - - -- - - - - - - - - -

1UD 846 5.0 3/26/74 Act, - - 4.4 4.4 4.4 4.7 4.9 3.0 5.0

La16on 12.0 3/19/74 Otig: 6/30/78 3/ 7/74 - - - -- - - - - - -
t.J0.t - .1 1/74 A.: 12/31/79 12/31/78 8.8 10.1 10.3 11.3 12.0 - - - - - - - -

22A 468 12.0 7/31/74 At. - - 9.0 10.1 10.5 10.5 11.1 11.6 11.6 11.0 12.0

3.0o0 21.5 3/20/74 Otis, 12/31/80 S/ 9/74 20.5 20.7 20.9 21.0 21.3 21.5 - --

"'n4..- 6/ 5/74 1.- - 6/ 6/80 - - - - - - - - 4.7 1.5 18.0 21.5 - - - -

IDA .77 21.5 12/ 2/74 Act. - - 2.6 3.3 3.6 3.8 4.2 4.3 4.6 4.7 4.8

T7a 10.4 5/14/74 Otig. 6/30/80 S/ 2/74 8.7 8.9 9.1 9.4 9.7 9.9 10.1 10.4 - - - - -

-try - / 5/74 0..s - 4/10/0 - - - - 7.0 7.0 0.0 0.5 9.0 10.3 - - - - - -

.310 993 10.4 8/23/74 jot, - - 4.7 3.3 6.2 6.3 6.0 1.3 7.7 8.3 0.7

'-p F.. 7.3 3/11/75 ovlgj 12/31/81 2/14/75 5.8 6.7 7.5 - - - -- - - - -

0.61blitatio - 3/26/73 3A-. - 9/18/79 - - - - 3.0 3.. 4.0 4.5 3.0 7.0 7.5 - - -

MA 537 7.5 9/30/75 "ot; - - 2.1 2.6 2.8 3.0 3.0 3.5 3.3 3.7 3.8

/1*.. 9080 7.2 3/11/75 Ong.8 12/31/81 2/14/75 - .1 1.1 2.1 3.3 4.3 5.3 6.1 7.3 - - -

06h1bilitati"o - 3/26/75 8.: - 12/ 7/79-- - - - - - -- - - - - -

188 1093 1/ 7.5 9/30/75 Acts - -

316. 0.4 0.0 A/79/75 Otis, 6/30/80 4/14/75 0.0-- - - - - - - -- - - - - -

0.r2to. - S/ 5/75 It-. - 8/18/76 8.0- - - - - - -- - - - -

21 363 3.0 9/25/75 ACts - - S.6 6.2 6.A 7.0 7.5 7.9 7.9 0.2

Sit: .6d 9.0 /19/73 tigs: 6/30/80 4/14/73 4.5 5.4 6.2 6.7 7.1 7.6 8.0 - - - - - -

' .vi.. - 5/ 6/75 Re., - 8/18/76 .5 3.46 6.3 6.6 7.1 7.5 8.0 - - - -

03AD 1103 Z/ 8.0 9/25/75 Aot - - - - - - - - - 1.2 2.3

3-, y 10.0 6/19/75 Otis; 12/31/81 6/ /75 0.6 S .2 8.0 12.0 - - -- - - - - -

71806026,0 - 527/75 1*. . 11/ 7/79 4.5 S.6 .7 7.3 0.2 8.1 10.0 - - - - - - - -

MA 565 10.0 /25/75 Act: - - 4.4 4.6 6.7 7.2 8.6 9.0 10.0

300,0d Voras.y 10.0 6/19/75 3*.: 12/31/81 6/ 6/73 - - - .4 1. 2.6 3.7 4.9 6.1 9.3 10.0 - -

/1,06.11,0 .1 6/27/73 w!. - 12/ 7/7 3.3 3.6 3.8 4.2 4.7 5.2 5.7 6.9 8.1 8.9 - - - -

0902 92 3/ . 0/2/75 hot: - - 3.7 3.8 3.8 3.6 .1 5.1 3.1 6.4 0.1

011 Prod3,71 :3.2 /190/75 01g; 2/ 1/78 6/ 6/73 - - - - - - - - - - -- -
.17,116* - 6/27/715 t-: 3/31/60 6/30/7 i9.7 20.0- - - -- - - - -

.80 1133 20.0 12/ 2/71 A*t - - 13.7 19.7 19.7 19.7 10.7 19.7 19.7 19.7 19.7

zi1r, 63.3 7/ 1/73 *10.i 12131/79 5/23/75 35.0 57.0 0.3 60.0 61.3 12.0 63.0 - - - -

y.. 1/15/71 0.., - 6/10/80 :9. 34.0 . 33.0 36.2 37.2 57.1 37.6 . - - -

.302 1 57.6 1/i9/76 2*6: - - .2.. 66.2 50.2 50.9 56.5 56.5 56.) 57.2 37.2

.02',.on 1:-.da6e1, 1.. 7' !/75 Ong; 7/ 1/79 3/19/73 9.0 10.0 10.0- - - - ---- -
4.,6.0*..01 100* - "21173 10.: 6/30/80 -.-. - . ..-.- - - ---

'.13 1.d 11. 1/ 9/75 At: - - i.7 7.0 7.1 7.7 8.7 9.7 0.7 9.7 10.0

06** 35.0 10/ 7.'75 0,1g: 6/30/30 10/ 7/75 13.0 16.5 22.0 23.5 27.0 30.2. 32.0 34.0 35.) - - -

11/11/75 5... - 1/17130- - - - - - - - - 23.0 26. 03.1 - - - -

.L21 ,7 3.2 1:13/76 8*: - - 6.2 13.1 13.4 17.1 1.6 18.2 19.2 22.3 23..

7h - 10.0 12/10/75 rig. 4/30/02 10/30/75 5 4.. 3.3 7.3 0.0 0.0 9.2 0.6 0.7 11.1 - -

.1340214 - 12/21/735 R.- - ./10/80. -. -. . . . . . . - .- 2.1 .. 0.0 10. - - - -
.202 113 10.0 3/17/76 jot: -! .9 1.0 1.0 1.1 1.1 2.2 1.3 1.3 1.3

--l 1.0 7/ 1/76 Ori1; 12/31/81 7/ 1/76 3.1 4.1 5.2 6. 7.8 0.1 10.0 - - - - -

"...1--0t - 7/ /76 0._1 - 2/29/00. . . . . . . -. . . . . .6.2 10.0 - - - - -

=A 65J 10.0 3/15/77 0*t. - .. 1.1 1.1 1.1 1.3 1.3 1.3 1.3 .. 8

/66r1442/u1 11.2 7/ 1/76 '3*1: 12/31/81 7.' 1/76. -. - -. . . . .. 4 1.6 2.0 7.7 12.0 - -

2.,01,,t,7. 0 - 7/ 9/76 .19 - 2/29/20- - - - - - - - - - - -. 3.0 7.0 - - o
'.0D 23 , 1.0 3/15/77 Mot: -

41142. .04 27.1 7/ 1:78 0ri: 6/30/82 3/31/76 ,.9 '.0 0.0 13.1 11.2 12.3 12.2 14.0 16.7 16.7 1 .1 - - -

7 3 - 7- 3/7W 0 1- - 9/0U,70 .1 1.7 3. '.9 1.5 7.6 A.b 14.2 21. 13.1 17.1 - -

231 11), 17.1 11/22/76 ,.t: - - .1 .1 .6 -. 5 2.7 2.7 3.6 3.. .. 3

-..3 7 1/71 - -r.: t[30/81 612 3.6 ... - - - - - - -124 '/79 2. 2 J.7 /0 - - - - .o .2 .1 3 7. .
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ENTAI C7ULA?3M0 ESTIYATEZ AND ACTUAL DIS0MMUMT8 07'? ANS A D COEDITS

(S 1ina.1)

A. f8 Jb- 30. 1980

- orlsid'l - appr0d Clsn _______ ____4_______

6ro ~Canc lle. - C - co . ' 37 133 f 7 '83 FY'86 F 9

z...4 6.0 7/ 1/76 0,4 6/30/01 6/ 3/76 1.2 1.8 3.3 2.9 3.4 3.8 4.0 - 4 - - -

Intel An...- 7/ 9176 - 6/30/79 .3 2.626.0 2.- .. 0

I1UD 1305 j/ 4.0 10/ 7/76 ACCt

. 39/77 Og 3/31/83 3/ 477 .8 3.6 6.6 3.6 6.7 7.0 9.4 11.1 12.8 .9.5 24.1 2.0 -

.6 3/277 8... / 1014/7 . - 7.8 8.3 . 16.3 36.0 2 3.0 2 Q

P1 3 - 411 /77 1-,: - / 1.3 2.0 2.3 3.7 4.6 7.1 8.6 9.0 12.8
I~m 1389 25.0 U1/ 3/77 Act:

Thrd 20.0 3129/77 Otig: 12/31/80 3/ 2/77 8.6 10.6 12.6 15.0 17.4 19.6 30.0 - -

AT..o.or0* 9 6W37 3 - 331/79 - - - . 13.0 1,7.0 30.0 - - - - - - - -

Ad331 60 4/15/77 Me: - / 3.3 4.3 4.4 4.3 12.8 12.9 12.9 16.7 16.8
IDA 692 20.0 9/14/77 A".183. .

Third 5.0 3/29/77 OIg 12/31/80 3/ 2/7.. - - - -0 -

6.IC03... I3 3v 6/13177 low - /31/79-- - - - - - - - - - -
An iculu, )11 . 41/77 SA.: 33

130 1390 / 5.0 9/14/77 8. -

32.0 3/31/77 orig: 7/ 1/82 S/ 5/77 1.6 2.8 4.1 5.5 7.0 8.6 10.2 11.8 13.5 20.0
-bird lad-tial I2?.- - .-

- 6/22/77 Ra. - - - 1.7 2.2 0.3 3.1 4.1 5.9 6.6

L10 1638 20.0 11/10/77 Act'. -

Irrilci.. 6.0 6/ 7/77 orig. 6/30/84 6/ 7177 .2 6.0-5.5 60 60 6.0 6.0

?ra art - 6/Z2/77 1s - .0/16/ -- .5 .5 .6 1.1 1.6 1.6 2.6 6 -
we, 722 6.0 6/a7/78 Act. -

36.0 owl7s:7 6/30/86 6/ 7/771.6 4.0 6.3 9.3 12.1 14.9 18.0 31.3 28.5 34.0 -

Ir. 6/37/77 8.vg 6/ 1016/79 -- ---.- - - - -- .3 17.3 37.1 32.1 34.0 -
6/ 2277 10116* 9 - -

IU1D 1449 7/ 34.0 6/27/78 MCI

Uric1: 12/31/8 10/31/77 6 . .4 2 4 3.3 6.6 3.5 6.3 7.0 9.6 10.0 -
4o7 -10.0 11/28/77 .5,o / 3/ 7 - . . 1.3 3.3 3. 4.5 5.4 6.2 8.9 10.0 -

1.4.-y - -t 1 -7 V- 1_,8- - . : 4
M8A 750 10.0 6/26/78 At. .

Secod w.. 1 30.0 2/14/78 oig. IV3112 1125/78 .1 .7 3.0 3.5 5.0 7.5 10.0 31.0 28.0 30.0 -

I0..47...//. - 1.5 2.5 4.0 15.0 31.0 30.0

S0pply - 3/27/78 8a.; 111/- 1.5 1.5 2.7
3310 1320 30.0 12/20/78 881:

Lm2L52 3.0 ,120178 0Act. 3/ .6 1.1 .7 2.7 3.9 5.9 8.9 25.0 -
sacnd 25. 0 4/191/79 oris 12/31/33 V/23/78*- - -

- 5/ 5/78 Re' --- -- .2

=A 791 25.0 10/ 3/78 Act:

Sec.0d 23.0 ./19/7: OrI&: 12/31/83 3/23/78.....1.6 
.0 -

U06.n - 5/ 5/78 R...- -

13UD 1550 j/ 25.0 10/ 3/78 A.

Z0ur00 33.0 S/ 9/78 oi01 12/31/82 4/17/78 .. 7 .3 3.3 3.9 1 17.3 Z2. 23.0 -

Edu..I: - 6/ 7/73 Rev: - /22/30 .3 .7 .9 1.0
16 7 23.0 8/25/78 Act

Olkri Gooheral 9.0 10/31/76 01 : 6/30/81 10/31/78-- 
-

EIg3.0.r1ng -- / /-- ---- 3.0 2.5 2.8 3.3
300 3-la 0.0 6 /30/79 60t

1 7. 4/38/779 .8 1.8 3.2 3.7 S.9 12.7 39.2 47.0 59.7 67.3 72.3 -

8u6612-0 17/8 8 /31// 0 10 32 0.7 8.9 12.7 16.7 -10.7 34.8 38.2 47.0 59.7 61.7- -
M biu-tL.. - . - 0 - 3 1.6

3'0 1636 72.0 9/20/79 AcC! - -
AD 1.3 1 .1 --5. 1.1 2 .0 --

16 -11 Wa0.0 :.0 12/ 3/78 Orig: 7/ 2/8 10/31/7 .. 2 2 7 25.7 19.3 20.0

2.7oi~ - 13/33/78 8.0: - 7/13/9 . . . . . ... 3 73 1.7 201 30

BRD 1 37 20.0 1124/80 Ad.C

4-01 Agrul."Vll 13.0 12/ 1/70 2.1:12/31/03 9/30/78 .2 .4 .3 1.-

.o-.. - 22/22/70 w ---- RAVI --
:DA $5/ -3.30 '/28/79 AtCo

- 230 2/27/79 g ./*30/83 3/ 5/79 - . 2..5 106 .-.-
ol9 8. - 1/26/79

208 2680 0E 20.0 a/16/79 .ACC

80.0 -2'.179 arig! 6/30/93 1/ 6/79-- -- -- -- 5 3.2 3. 20 .. 3 6. .3 0. -. 35 . :2- .6 . 9 7 a5.5 90.0 -

2816,0 - 6/30/79 R.- / 10/3./79-- . 22. .9.9 60.4 3.3 0.

1080 1686 90.0 6/19/709 Ac: -
7. -4. 2. --

Seel0hod0 27.0 5/22/79 019: 3/31/84 5/10/797 - --

Iffeeholdaf Learovn- /17 a
L06 314 27.3. 21.0 33. 43- / 0 -

- 2.d 300.8ra1.d .0.3 12/ .179 ftig: 4/30/86 11/13/79. 
9,3 21.2 33.2 .3.2

Agr ral D-. 8 23/0 R e 6/ 2 1. 33.2 43.0

-- )2 59 .6.j S.0. Act:
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CTA, ULATOVE EST00ATE AND ACTUAL tSauRSEUT ON LOANS AND COEDITS

(S .lliono)

A. of J 30. 1980

essuet: Doss
- OlisiNal - AopV-.Od y79 'y M0

- C.oo.l1d - Sigo.4 Clo.4S FoO.o.t __ Fr 13 ___ r 3.

.. Dot. D.C.3 A - . .3 .Z 18 3.3 5.6 6.5

IoLsgo Pilot 6.3 12111/79 oft,: 10/31/84 11/12/79 - . - -

M-A "id Ares 
- 3/10/SO S.a - -

2DA 962 6.5 6/10/80 At:

4Okati. 60.0 1/22/80 OovV 12131/83 12/20/79 7.0 -. 0 30.0 -

4/23/80 t4 ---

.300 0799 40.O 0.0. ActI .3w. 09.40 17.2 26.2 29.6 -

rortob Ind.8 a. 30.0 3/25/80 Orit, 12/31/5 2/28/07 
-

O.-IPopwt Bok - 4/W 30 P.. -

1S10 1917 30.0 5.1. Art -

Otouturto. 55.3 3/25/80 OrW,: 9/30/80 3/U/ ---- 
--

.SdjutOO .- /10/80 087 - .

;aA 999 i/ 55.0 6/ 9/80 Act: -
.

E r c 4.0 6/12/80 oriV3 6/30/85 5/21/80- - - - -

216h 19l 6..-t-0*01 -

IDA 1045 ..5 A- t. .2 .8 2.o . 5.5 7.5 10.0

7060.00.8 10.0 6/24/80 Oro: 9/30/87 8/ A/80-- 
-1

Project --- -

=A 1051 10.0 - Art

* Wal0 .. 0odatsreiflt* .

1/ To be di butSd efter Credit 537 PE.

.1/ To be d.8.0.8d fter CoodIt 543 K.C thee the bslssss Of 1132 im for s3.33.
-/ in0.4s 5 6.67 HOAD G0.00 Pelt lC14tion to be disbursed irst. th.. t0. Credit 363 XI in fl..3

i/ To be .18b.0r.d .ft.r Credit 650 I.
0/ To be di. buted .:2- CradIt O1 0.
V/ To be 41. bued ... Credit 692 01.
7/ To be disbursed Aft0 Cgodl0 722 0.

T/ To dia.burfood &f.. Credit 791 K".

9/ to nt o E0 SiEC 56.
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TABLE 3A
KENYA - SOCIAL INDICATORS DATA SHEET

KENYA REFERENCE GROUPS (WEIGHTED AVE ES

LAND AREA (T OUSAND SQ. KM.) - MUST RECENT ESTIMATE

TOTAL 582.6 MOST RECENT MIDDLE INCOME MIDDLE INCOME

AGRICULTURAL 60.4 1960 a 1970 l ESTIMATE / AFRICA SOUTH OF SAHARA LATIN AMERICA & CARIBBEAN

GNP PER CAPITA (US$) 100.0 170.0 380.0 794.2 1616.2

ENERGY CONSUMPTION PER CAPITA
(KILOORAMS OF COAL EQUIVALENT) 150.4 122.1 180.1 707.5 1324.1

POPULATION AND VITAL STATISTICS
POPULATION, MID-YEAR (THOUSANDS) 8189.0 11253.0 15274.0

URBAN POPULATION (PERCENT OF TOTAL) 7.4 10.2 13.8 27.7 64.2

POPULATION PROJECTIONS
POPULATION IN YEAR 2000 (MILLIONS) 34.1

STATIONARY POPULATION (MILLIONS) 109.0

YEAR STATIONARY POPULATION IS REACHED 2095

POPULATION DENSITY
PER SQ. KM. 14.1 19.3 26.2 55.0 34.3

PER SQ. EM. AGRICULTURAL LAND 145.2 191.4 244.4 130.7 94.5

POPULATION AGE STRUCTURE (PERCENT)
0-14 YRS. 47.6 48.9 50.0 46.0 40.7

15-64 YRS. 49.8 48.6 47.6 51.2 55.3

65 YRS. AND ABOVE 2.6 2.5 2.4 2.8 4.0

POPULATION GROWTH RATE (PERCENT)
TOTAL 2.4 3.2 3.9 2.8 2.4

URBAN 5.2 6.4 6.8 5.1 3.7

CRUDE BIRTH RATE (PER THOUSAND) 52.0 52.7 51.3 46.9 31.4

CRUDE DEATH RATE (PER THOUSAND) 24.0 17.5 13.4 15.8 8.4

CROSS REPRODUCTION RATE 3.6 3.8 3.8 3.2 2.3

FAMILY PLANNING
ACCEPTORS, ANNUAL (THOUSANDS) .. 30.9 61.0

USERS (PERCENT OF MARRIED WOMEN) .. 1.0

FOOD AND NUTRITION
INDEX OF FOOD PRODUCTION
PER CAPITA (1969-71-100) 99.0 100.0 86.0 89.9 108.3

PER CAPITA SUPPLY OF
CALORIES (PERCENT OF

REQUIREMENTS) 99.0 99.0 88.0 92.3 107.6

PROTEINS (GRAMS PER OAY) 70.0 68.0 52.0 52.8 65.8

OF WHICH ANIMAL AND PULSE 29.0 28.0 20.0 16.1 34.0

CHILD (AGES 1-4) MORTALITY RATE 34.0 22.5 15.2 20.2 7.6

HEALTH
LIFE EXPECTANCY AT BIRTH (YEARS) 41.3 49.1 54.7 50.8 64.1

INFANT MORTALITY RATE (PER
THOUSAND) 126.0kc 119.0 91.0 .. 70.9

ACCESS TO SAFE WATER (PERCENT OF
POPULATION)

TOTAL .. 15.0 17.0 27.4 65.7

URBAN .. 100.0 100.0 74.3 79.7

RURAL .. 2.0 4.0 12.6 43.9

ACCESS TO EXCRETA DISPOSAL (PERCENT
OF POPULATION)

TOTAL .. 50.0 55.0 .. 59.9
URBAN .. 85.0 98.0 .. 75.7

RURAL .. 45.0 48.0 .. 30.4

POPULATION PER PHYSICIAN 10690.6 7830.9jd 11625.21d 13844.1 1728.2

POPULATION PER NURSING PERSON 2230.0/c d 1474.1/d 185.7Ld 2898.6 1288.2

POPULATION PER HOSPITAL BED
TOTAL 807.U0c 774.1 770.8 1028.4 471.2

URBAN .. .. 602.1 423.0 558.0

RURAL .. .. 802.8 3543.2

ADMISSIONS PER HOSPITAL BED .. ..

HOUSING
AVERAGE SIZE OF HOUSEHOLD

TOTAL .. 4.7

URBAN .. 4.7
RURAL .. 4.7

AVERAGE NUMBER OF PERSONS PER ROOM
TOTAL .. ..

URBAN 2.5: ..

RURAL .. ..

ACCESS TO ELECTRICITY (PERCENT
OF DWELLINGS)

TOTAL .. ..

URBAN .. ..

RURAL ..
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TABLE 3A
KENYA - SOCIAL INDICATORS DATA SHEET

KENYA REFERENCE GROUPS (WEIGHTED AVEAGES
- MOST RECENT ESTIMATE)-

MST RECENT MIDDLE INCOME MIDDLE INCOME

1960 /b 1970 /b ESTIMATE lb AFRICA SOUTH OF SAHARA LATIN AMERICA & CARIBBEAN

EDUCATION
ADJUSTED ENROLLMENT RATIOS

PRIMARY; TOTAL 47.0. 640.0 99.0 73.7 101.7

MALE 64.0 70.0 105.0 96.8 103.0

FEMALE 30.0 49.0 94.0 79.0 101.5

SECONDARY, TOTAL 2.0 8.0 18.0 16.2 35.3

MALE 3.0 12.0 22.0 5.33.

FEMALE 2.0 5.0 14.0 14.8 35.6

VOCATIONAL ENROL. (% OF SECONDARY) .. 2.0 2.0 5.3 30.1

PUPIL-TEACHER RATIO
PRIMARY 42.0 34.0 33.0 36.2 29.6

SECONDARY 15.0 21.0 -5.0 23.6 15.7

ADULT LITERACY RATE (PERCENT) 20.0/c 30.0 45.0 -- 80.0

CONSUMPTION
PASSENGER CARS PER THOUSAND

POPULATION 8.0 8.5 8.0 32.3 42.6

RADIO RECEIVERS PER THOUSAND
POPULATION 7.0 44.4 36.8 69.0 215.0

TV RECEIVERS PER THOUSAND
POPULATION 0.3 1.4 4.2 8.0 89.0

NEWSPAPER ("DAILY GENERAL
INTEREST") CIRCULATION PER

THOUSAND POPULATION 13.0 13.8 11.2 20.2 62.8

CINEMA ANNUAL ATTENDANCE *PER CAPITA 1.0 .. 0.4 0.7 3.

LABOR FORCE
TOTAL LABOR FORCE (THOUSANDS) 3299.8 4319.7 5530.0

FEMALE (PERCENT) 34.5 34.3 33.5 36.7 22.6

AGRICULTURE (PERCENT) 86.0 82.0 78.4 56.6 35.0

INDUSTRY (PERCENT) 5.0 7.0 9.6 17.5 23.Z

PARTICIPATION RATE (PERCENT)

TOTAL 40.3 38.4 36.2 37.2 31.8

MALE 53.3 50.9 48.5 47.1 49.0

FEMALE 27.5 26.1 24.1 27.5 14.6

ECONOMIC DEPENDENCY RATIO 1.2 1.3 1.4 1.3 1.4

INCOME DISTRIBUTION
PERCENT OF PRIVATE INCOME
RECEIVED BY

HIGHEST 5 PERCENT OF HOUSEHOLDS .- 20.2/e
HIGHEST 20 PERCENT OF HOUSEHOLDS .. 52.6/e

LOWEST 20 PERCENT OF HOUSEHOLDS .. 3.9/ .

LOWEST 40 PERCENT OF HOUSEHOLDS .. 11.7/ "

POVERTY TARGET GROUPS
ESTIMATED ABSOLUTE POVERTY INCOME
LEVEL (USS PER CAPITA)

URBAN ... 150.0 381.2

RURAL '' 112.0 156.2 187.6

ESTIMATED RELATIVE POVERTY INCOME
LEVEL (USS PER CAPITA)

URBAN .* '' 179.0 334.3 513.6

RURAL 106.0 137.6 362.2

ESTIMATED POPULATION BELOW ABSOLUTE

POVERTY INCOME LEVEL (PERCENT)
URBAN - ** 10.0
RURAL 55.0

Not available
.fot applicable. NOTES

/a The group averages for each indicator are population-eighted arithmetic means. Coverage of countries

among the indicators depends on availability of data and is not uniform.

/b Unless Dtherwise noted, data for 1960 refer to any year between 1959 and 1961; for 1970, between 1969

and 1971; and for Most Recent rstiate, between 1976 and 1979.

/c 1962; /d Registered, not all practicing in the country; /a Urban only.

May, 1981
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DEFINITIONS OF SOCIAL INDICATORS

Sates: Although the data are drawn from sources generally judged the st authoritative aod reliable, It should also be voted that they nay cot be inter-
nationally comparable because of the lack of standardized definitions and concepts used by different countries in colleCtig :he data. The data are, nones-
theless, useful to describe orders of magnitude, indicate trends, and characteria certain major differences between countries.

The reference rnupe are (I) the tans country group of the nubject country and (2) n couehry group aitb onehat higher average income than the country group
of the eubjint country (except r "Capital Surplan Oil Exportets" roap oern "Mtddi Income NOrh AfrIce and Middle East" I- chne. bhecase of stronger
sociu-ulturnal ffinittee). In the reference troop date the ecerasms are poplatiouowetghted ahItheec ces Err ouch lnd Icator and titaun only when

najonity of che countries in a group bus dacu for tha Indicator. Since the covruge of coutr.o voong thin Lodi tors doponds on the avilability o doat.

and is tnt ufom,. catin east be exercised in relating averages of ona indicator to another. Thse averaqes are only useful In coparing :he calue of
one indicator at a time among the country and reference groups.

LAND AREA (thousand sIt.) Fvnciativc ynr Hoopitol 00d - total, utbar. coo rurul - Pcpulation (total,
Total - Tunel surface area comprising land area and inland waters, urban, cud rural) divided by Zthir respec nve ;ucer it hospital beds
Aricultural - Estimate of agricultural area used temporarily or permnently available in public and private general and specialtiod hospital and e-

for crops, pastures. market and kitchen gardens or to lie fallow; 1979 data. habilitation centers. HOsytals arm estahbl eant- permanently staffed
by at least one physician. Establishments providitg princivally cesto-

GNP PER CAPITA (US) - GNP per capita estimates at current market prices,. cal- 1,t care ore tot included. total hoepItalo, over, incude health
culared by sans concerein method as World Bank Atlas (1977-79 basis); 1960, and mediral coter o t ar.anntly tuffed by u phybc.ian (but by -
1970, and 1979 data. vedicul asistant, cures, midwife, eto.) which offer anpatient accoen-

datiot end yroidn a limited range of medical facilities. For eradis-
ENERGY CONSUMPTION PER CAPITA - Annual consumption of commercial energy (co tr l Furyposee cebon hopitule inrIude pOt principal'gneral buepltals,

and lignite. patrolsam, natural gan and bydro-, nuclear and guothermal alec- and rural Icepliala locci or rarni hospItals and madinal and sernsity
trioty) in kilograms of coal equivalent per capita; 1960, 1970, and 1979 connter. pecIlied hnpeltuls are included only under total.
data. .dmissions ar .osrntal Bed - Totul number of admissions to or discharges

from hospitals divided by the number of beds.
POPULATION AND VITAL STATISTICS

Toral FoOulation, Xid-Year (thousands) - As of July 1; 1960, 1970, add 1979 HOUSING
data. Avere Se of cocashold (rersots our household) - total, urice, nd rural-

Erbee Populaton (percent of total) - Ratio of urban to roral populatiom; A household cotulous of a group of indloidals abc chars loine quaters
diff eret definitions of urban areas may affet comparability of data and their main maal . A bourder or lodger may or nay not be included i.
among countries; 1960, 1970, and 1979 data, the bouacold .or .tat.tlcul yarpnse.

PopTItn Proct e Asru unoueber ofo oea per room - o , urhan. and EnuI - Averagen m-
Populatios in year 2000 - Current population projections are based on 1980 ier of yenscne per voor In all urban, and rudel ocoupled conentlonel

total population by age and sex and their mortality and fertility rates. dwellings, respectively. Dwellings esulude nen-pernanant ernotaras and
Projection parameter. for mortality rates comprise of thfea levels a..5m- an.arupiud parta.
inn life epecrency at birth increasing with doutry'. per capita incoe Access c. Eleericity (.urcent of dtelline) - coral, urban. and rural -
level, end female lIfe expectancy stabiliing at 77.5 years. The pare- Canvectionel duallinge nt eleotrictty In living nquarters as percentage
meters fer fartility rate also have three levels assuming decline in of total. urban, and rural dwellings respectively.
fertility according to Iooms level and past family planning performance.
Enb country is then assigned one of theme nine c-blnations of mortality EDUCATION
and fertility trends for projection purposes. Adicstid Er.llSeni teitos
gtetionar, O ulation-Ina stationary p.pulotlon there is cn growth sinue Prioary school - total. nale and fosala - Gres total, sale and female
the birth Iate Is egal to the death race, and also the age etructcre te- enrollment of all agee at the primary level as percentages of respective
maina. constant. This is achieved only after fertility res decline to primary enhbol-aga populutiena; remally includes children aged 6-11
the replacement level of unit net reproduniun vase. when ssnh genaertin yearn baudlauted fo different lengths of primary education; for
of enene replnusa heenif uxaculy. The .tatinary p.pularirn si e uas countries with uhiversal educuaion enrollmet may esued 10 percent
aetImated on te basis of the projected characteristics of the population since sose pupils ure below or above thb official ho.ol age.
in the year 2000. and the rate of decline of fertility rate to replace- Sncoudary schcol - otul., male and femels - Computed as above; secondary
meet level, .education requires at least four years of approved primary instruction;

Year stationary o onlatice is resthed - The year when stationary population provides general, onational, or teacher trainIng .n.trucelces for pupil.
sIne hao been reached. - usually of 12 to 17 years of age; correepondeece nOurses are generally

Populetioz Deseit excluded.
Per sq, k. - Mid-year population per square kilometer (100 hectares) of Vocational enrolme r (cement of secondary) - vocational inatituties

total area; 1960, 1970 eand 1979 data. include techen'al, Industrial, or cher prgrams which operate indepeed-
Per en. ka. aeciculural land - Computed as above for agricultural land eatly or as departments of secondary institutions.

only; 1960. 1970 and 1978 data. npiel-tmacher retia - pridxr, and ,e Ondary - Total stdent enrolled in
Population As Structure (Percent) - Children (0-14 years). working-age (1S- primary and secondary levels dIvided by nuamers of teaher in the

64 yere), and retird (fs yes and over) as percentages of mid-year pops, - 'Onreponding lesvle.
lation; 196g, 1970. ed (6979 data. Adult lineracy rate ',orcnt) - Literate adult. (able ne read and rit.)

Population Grenth Rats (perrent) - total - Annual growth rates of total eid- as s percentage of total adult population aged 15 years and over.
year populationn let 1950-hf. 19h0-70, and 1970-79.

PPulaion Growth Rate (rercent) - urban - anual growth rates of urban popu- CONSUMPTI0N
lations for 1950-60, 1960-70, and 1970-79. Pmseener Care (pmr nhousad psoulatihn) - P.sseger se s compria entor

Crude Birth Rats (per thousand) - Annual lIve births par thousand of mid-year cars seating less then eight persons; excludes ambulances, hearses and
Iopulation; 1960, 1970. und 1979 data. military vehicles.

Cleds Deth hans (pe thousand) - Annal deaths per thousands of mid-year Radio Rensivers (nerhunand necalatton) - All types of receivers for radIn
populanion; 190, 197., and 1979 data. brosdus!se to general publln yer thaotand of pop.larion; excludes.

Grnoe Rerductin nate- Average number of daughters a wans will bear in licensed rensivere is ountriss and in yeses ee registration of radio
her nreal reproductIve period if sh enperiences preser age-Psacific far- sets eas in effect; data for recent year. may not be -emparable sinc
tillty rates: usually five-year aver.ge. ending Re 1960. 1970, and 1979. - mast runeries hbliabed licensIng.

Family Plamia - Accers, An lO d) Aualal number of acceptec TV ReusieEr (pnr thousand Peculation) - TV receivers for broadcast to
of bhrth-cuntrl devIces under aus ices of natisal family planning pregrm, gen'ral public per thousand pelatiee; ennihdes selleensed TV reeirs

Faily Plantng-Ussrs (_eruent of erried sme) - oerntage of married in countries and in year. wheo registration of TV sets was in effect.
women of child-bearing age (15-44 years) who use birth-control devices ta Newspaper Cirtoultion (ee thoenand o.ulat ) - Sh the average nit-
all married semen in sane age group. oulation of daIly general istereat neespepec", defined as a periodical

publication devoted primarily to renOrdlng general news. It is dnsidered
FOOD AND NUTRITION to be "daily" if it appears at least four times a wek.

Ind.x of Food Productian ost Capita E1969-71-10) - Inde of per capita annual Cinema Annual Attendancs per Capita per year - Based on the number of
production of all food commoditie. Pendactiun salode. sed and fend and tickets sold during the year, including admissions to drive-in cineses
is an calendar year basis. Commodities cover primary goods (e.g. agardnes and wabile units.
instead of sugar) which are edible and contain nutriensc (e.g. ceffea and
tea are eacluded). Aggregate production of each country i baed cc LABOR FORCE
natIonal averegs pcoduner price weights; 1901-h, 1970. and 1979 daT. Total Laber Forte (thousande) - Economically entive parens., including
Per scapta surely of calories (cerent of requiements) - Computed 1rum rmeedf hn ecluding housewives, students, etc..

nnergy equicnsat of nt fond supplies aosileblu I, country per cpina covnring population of all ages. eintione in vrlous ountties arn
per day. Available eupplins comprise domestia production, inpures eee not comparable 1960, 1970 and 1979 data.
exports, and changes in stock. Net supplies elde animal Seed, seds, Female (e -Fermal labor force us serceetAuS of total labor force.
quantites uSed in food processing, and losses in distribution. Require- Aur'cul an derceeR) - Labor force in farming foreet.y, bu -tg and
eats etre estimated by FAO bused on physiological needs for normal acti- fishing as percentage.of total labor fures; 1960, 1970 end 1979 data.
vity and health considering ovirocmantal tnmperatre, body weights, age 'nduetry (Pereet) - Labor force in mining. construction, manufacturing
and sun dIstribution of pupulatlon, and allowing 10 percent for waste at and el:tricity. water and gas as percentage of total labor force; 1960,
household level; 1961-65. 1970, and 1977 data. 1970 and 1979 data.

Per copic supply of notein (raoms per day) - Protein content of per capita Pacruip on pae 'rer.ret) - l- Partiipato or
net sussly of food per day, vet supply of food is defined as above. Ru- actiity rates ate ceputed as dtal, sale, end temals luber forsas
quirements for all countries established by USDA provide for minimum percentages of total, male and female population of all age. respectively;
allowande oi 60 grme of total protein per day and 20 grams of animal and 190, 1970, and .979 data. These are based on ILO's participation rates

pulse protein of ohioh 10 grams should ha animal protein. These egand- reflecting age-sex structure of the pepalation, and long time trend. A
ards are lower than those of 75 rama of total protein and 23 grams of few .acinace are from national sorrce..
animal prote us averags for the world, proposed by FAO in Ohs Third foonneloicoDpedenry Rutlo - Ratio of Population under 15 and 65 and over
World Food S.nv5y; 1961-65, 1970 and 1977 data. to the total labor Earns.

Pec canita protein aupply Frm anmal and puls - Protein supply of food de-
rived from a nala and pulses in grams per day; 191-65, 1970 and 1977 data. INCOME DISTRIBUTION

Child (ages 1-4) Mortality Rate (per chausand) - Annual deaths per thousand in Pnrcentage of Prioate Income (both In cash and kid) - Oaceived by richest
age group 1-4 years, to children in this age group; for -ost developing con- 3 percent, richest 10 peroent. poorest 20 percent, and poorest 40 percent
tries data derived from life tables; 1960, 1970 and 1979 data. of hauaeholds.

'HALTHt POVERTY TARGET GROUPS
lif. Expectancy at Birth (yare) - Average number of years of life remaining The following estimaces are very approximare measures of poverty levels,

at birth; 1960. 1970 and 179 data. and should be interpreted with ronaiderable caution,
Infart Sortmlity Roa (per rhousand) - Annual deaths of infants under one year Estimated Absolute Poverty Income Level (US$ pa capitr ) - rban and rural -

of age per thousand lIve births. Abeulate po1ry income level Is that Intone level below which a minimal
acress to Safe Otter (perent of populanionS- turd., ubse, and rural - 9am- nutrinianally adequate diet plus essential ion-fnod raqucrnta 15 cot

oar of people (tutel, orbac, and rural) uithneasrtableuccess no afs affordable.
outer supply (includes treated surface eaters or untreated but uncontaenated Estimated Relative Poverty Income Level (US$ Per cooita) - urban and rural -
enter sorb as than from proteneed hoe , pins snity wells) as Rural relative poverty income level i neth id e ecaptpercentages of their respective popuaios I ouorbanrn a pbic itsoa :fue ofascouy ra 0. sdrve rg e ral

fountain or standpost located not more than 200 meters from-a house may be lannl inth adjutsmett for higer cuen of living in urban arete.
aoneideced as helne within rease.able eccees of that house. In rural areas Eatimated Popolaion Olow Absolute Po.rty Income Level (derent) - urban

reasonable access cculd inply thou the housewife or members of the household and rural - Poment of population urban and coral) cheo re "aboluom
do not hove to spand a disproportionate part of the day in fetching the
f.mily' sater aneds.

Ahcesa isEcra Disposal (percent of populatio - cogel. urban, and rural -
Sombar of perpls (tunal, cehan, and crel) served by encreca diepsal as
perceneaes of ceir reepsptive populations. Excreta disposal may inolude
uhe culaluetio and dieposni, with or without treatment, of human entrete Economic and Social late Diviionend wants-water by water-borns systems or the use of pit scietes end ii* Ecorcu Analysis and yrujettooee leparrent
lar installations. May 1981

Population Per Physician - Pepuleeion divided by number of practicing physt-
cians qunlifid fron a sedical school at uniersity level.

Population Psr Nursing Person - Population divided by numbar of practicing
male and female graduate ourees, practical nurse, and useiseent caren.
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KENYA
AttaChment 3B

Economic Develolent Data Sheet

Actual Preliminary Pboiactad Average annual Rate of Growth 1978

1976 1977 1978 1979 1)80 1981 1985 1990 1972-76 1976-81 1981-85 1985-90 Share of
GDP

A. National Accounts
(Million US $ at 1976 prices)

1. GDP 3474.1 3767.0 4077.8 4176.0 4282.6 4405.5 5218.6 6759.4 3.2 4.9 4.3 5.3 100.0

2. Gains from TT - +344.5 +26.3 -17.6 -62.1 -106.1 -159.0 -191.2 . . 0.6

#. GDY 3474.1 4111.5 4104.1 4158.6 4220.5 4229.5 5059.6 6568.2 1.9 4.4 4.2 5.4 100.6

4. Imports 1103.2 1300.3 1621.4 1344.1 1413.0 1358.5 1467.5 1782.8 -3.2 4.3 2.0 4.0 39.8

5. Exports - Volume 1127.4 1094.4 1104.2 1045.4 1083.5 1151.1 1449.6 1949.1 5.8 0.4 5.9 6.1 27.1

6. Exports - TT adjusted 1127.4 1438.9 1130.5 1027.8 1021.3 1045.1 1290.6 1757.9 -0.8 -1.5 5.4 6.4 27.7

7. Resource Gap - TT adjusted -24.2 -138.6 490.9 316.3 391.7 313.4 176.8 25.0 , . . 12.0

8. Total Consumption 2746.7 3021.1 3426.8 3610.1 3742.9 3718.5 4164.9 5198.0 1.2 6.2 2.9 4.5 84.0

9. Investment 703.3 951.8 1168.2 864.6 869.3 894.4 1071.5 1395.1 -3.2 4.9 4.6 5.4 28.6

10. National Savings 604.6 906.8 665.1 528.0 466.3 557.1 848.0 1334.1 -0.4 -1.5 11,1 9.5 16.3

11. Domestic Savings 727.4 1090.4 677.3 548.3 477.6 581.0 894.7 1370.2 4.6 -4.4 11.4 8.9 16.6

12. GDP at current US $ 3474.1 4493.5 5324.1 6037.3 6912.4 7821.9 12030.6 19887.8 13.8 17.6 11.4 10.6

(Shre of 0G1' at 1976 prices)

1. Manufacturing Industry 16.2 17.0 17.9 18.7 18.6 18.7 19.0 20.3 2.4 5.0 4.8 6.8

2. Agriculture 37.9 38.3 37.3 36.0 35.3 35.2 34.2 32.2 2.3 3.4 3.6 4.0

3. Other 45.9 44.6 44.8 45.3 46.0 46.1 46.8 47.5 3.3 6.1 4.7 5.6

C. Prices

1. Export Price Index 100.0 143.5 132.6 145.5 162.7 172.2 236.7 337.2 17.1 11.5 8.3 7.3

2. Import Price Index 100.0 109.2 127.9 149.3 178.1 199.9 284.1 397.1 25.0 14.9 9.2 6.9

3. Terms of Trade 100.0 131.4 103.7 97.5 91.3 86.1 83.3 84.9

4. GDP Deflator (US $) 100.0 119.3 130.6 144.6 161.4 177.5 230.5 294.2 13.9 12.2 6.8 5.0

5. Average Exchange Rate
(us $/KL) 2.390 2.416 2.588 2.675 2.667

1972-76 1976-80 1981-85 1986-90

D. Selected Indicators

1. ICOR 9.2 6.1 5.0 3.9

2. Import Elasticity -1.4 -0.3 0.1 0.7

3. Average Domestic Savings Rate 20.0 17.7 15.9 19.8

4. Average National Savings Rate 17.8 15.9 15.1 19.0

5. Marginal National Savings Rate 2.41 -0.05 0.64 0.33

6. Imports/GDP 37.9 34.2 29.1 27.0

7. Investment/GDY 23.9 22.6 21.0 21.4

8. Resource Cap/GDY 3.21 5.0 5.1 1.6

E. Employment 1975 1976 1977 1978 1979

1. Labor Force Total 6,400.000 '

2. Wage Employment 819,100 857,500 902,900 911,600 972,300

Provisional
F. Public Finance 1972/73 1973/74 1974/75 1975/76 1976/77 1977/78 1978/79 1979/80

(KF million)

1. Recurrent Revenue 149.0 190.4 226.3 269.2 314.1 471.4 490.1 590.5

2. Recurrent Expenditure 139.6 162.7 207.4 246.8 285.1 400.1 467.3 522.0

3. Recurrent Surplus 0+.4 +27.7 +18.9 +22.4 +29.0 +71.3 +22.8 +68.5

4. Development Project Earnings and
Other Miscellaneous Receipts 0.6 0.3 - - 6.4 0.8 0.5 0.3

5. Foreign Grants 0.5 3.2 8.2 7.0 10.5 9.0 13.3 18.1

6. Surplus Available for Financing
Development Expenditure 10.5 31.5 27.4 29.4 45.9 81.1 36.6 86.9

7. Development Expenditure 61.8 67.4 94.2 126.3 124.7 190.2 220.3 236.9

8. Overall Deficit -51.3 -35.9 -66.8 -96.9 -78.7 -109.1 -183.7 -150.0

9. Financing of the Deficit:

External Loans 24.7 14.5 20.1 43.7 29.8 43.2 81.8 96.6

Domestic:

Long-term borrowing 21.3 18.8 15.5 52.8 25.0 66.9 88.6 36.6

Short-term borrowing 6.8 2.9 12.7 32.5 29.7 -29.3 68.5 16.8

Grants 0.02 - - - - - - -

Changes in Cash Balance .1.5 .5.6 +18.4 +32.0 .5.8 -28.3 55.3 -
(Increase = -)

EAN CRIA
June 8, 1981
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Attachment 3C

Import Detail

1976 19W7 1978 1919 1980 1981 1982 1983 1984 1985 1990

A. Convtankt 1976 Prices

(Nillions of dollars)77

34.8 58.9 84.8 72.9 191.2 119.5 71.7 71.1 71.7 71.7 71.1

1.2 other consumer goods 86.7 110.5 112.3 76.5 86.0 84.8 8 84234.4 241.8 282,9

21 troum oil lubric248.8 259.2 265.5 269.8 212.5 216.4 221.7 22. 44,4 446.5 553.6
2.1 PetroleUirm oil lubricants 325.2 367.7 392.4 331.7 382.4 391.8 402.7 415.4 400.9 411.9 499,3
2.2 other intermediate goods2794 374.7 606.6 441.7 381.9 379.1 384.3 390.7 4.9 1258.8 1503.5

4. Total goods (CIF) 974.9 1171.0 1461.7 1192.6 1254.0 1191.6 1164. 185 7 196.9 208,7 279,3

5 Nonfactor services 158.0 135.2 159.7 151.5 158.9 166.9 175.2 1375.9 19.5 14675 782,8

6. Total goods and IS 1132.9 1306.2 1621.4 1344.1 1413.0 1358.5 1339.8

8. price index (1976 - 10018. PrceIn175.46- 00 222.9 245.9 271.2 299.1 4a,.

100.0 112.8 117.6 121.1 143.8 175.4 22. 249 211.2 228.0 305.1 
1.1 Food 100.0 111.2 132.2 137.9 155.2 169.2 183.5 198.2 213.1 411.0 644.1

2.1 Ptroum o u c 100.0 109.2 114.9 145.8 239.2 269.1 301. 33. 370.6 240.0 321,2
2.1 petr iem, Oil, lubricants 100.0 105.7 118.7 145.2 163.4 178.1 193.2 208.7 249,4 266.9 357,2

3. Capital goods 100.0 115.5 140.9 161.5 181.7 198.0 214.8 2.0 262.5 284.1 397.1

4. Total goods (CIF) 100.0 110.5 127.9 149.3 178.1 199.9 222.0 241.8 245.2 262.4 351.2

5. Non-factor services 100.0 109.1 135.5 158.8 178.7 194.7 211.3 228.2 245.2 281.0 389.9

6. Total goods and NS 100.0 110.4 128.6 150.3 178.2 199.3 220.6 239.9 260.1

C. Current Values
(Millions of dollars) 294.4

34.8 66.4 99.8 88.3 274.9 209.6 159.8 176.3 194.4 214.5 294.4
1.1 Ot u 86.7 122.9 148.5 105.5 133.5 143.4 154.4 168.0 182.6 198.1 293.1

2.1 petroleum, oil, lubricants 248.8 283.1 305.0 393.3 508.2 582.4 668.0 760.7 868.1 994.0 1778.3

2.2 other intermediate goods 325.2 388.7 465.7 481.7 624.8 697.7 778.2 866.9 .5 10. 1783.3
3. te i rdgoods 279.4 432.8 850.3 711.2 692.4 749.4 824.7 905.5 999.1 1098.7 17.3
3. Capital goods 974.9 1293.9 1869.2 1780.1 2233.7 2382.5 2585.1 2877.4 3209.4 3576.7 5911.2

. No or C 158.0 147 5 216.4 240.6 283.9 324.9 370.2 423..85 980

5. Non-factor services -214 057 22. 576 20. 2955.2 3301.2 3692.2 4124.3 692.
6. Total goods and NFS 1132.9 14414 2085.7 2020.7 2517.6 2101.3 2.

n
EAN CPIA
April 13, 1981



KENYA

Attachment 3D

Export Detail

1976 1971 1978 1979 1980 1981 1982 1983 1984 1988 1990

A. Constant 1976 Prices
("illions of Dollars)

1.1 Coffee 223.1 256.2 245.5 226.3 233.1 244.3 261.4 281.0 295.1 307 379.9

1.2 Tea 75.9 90.1 109.0 120.5 111.0 124.1 130.3 136.7 143.2 15.4 197.9

1.3 Petroleum products 109.9 147.2 123.3 103.2 118.8 124.7 129.7 134.8 140.2 145.8 177.4

2. Manufactured goods 65 3 153.7 121.4 135.3 143.4 152.0 161.1 170.8 182.7 196.4 310.6

3. Other goods 269.6 128.6 116.9 109.0 112.3 119.0 126.1 133.7 141.7 150.2 201.0

4. Ttlgos(0)743.8 775.8 716.0 694.3 718.3 764.1 808.6 857.1 903.3 951.7 1266.9
. 4. Total goods (FOB) 34.07. 160 643 78374.0 412.2 439.0 467.5 497.9 682.2

5. Non-factor services 387.9 410.4 388.1 351.1 365.1 387.0 122 49.0 1370.8 1449.6 1949.1
6. Total goods and NFS 1131.7 1186.2 1104.2 1045.4 1083.5 1151.1 1220.8 1296.0

B. Price Index (1976 - 100)

1.1 Coffee 100.0 182.0 131.6 133.4 123.2 112.9 113.3 123.9 135.6 148.3 217.9

1.2 Tea 100.0 192.9 150.3 139.8 146.8 157.0 169.5 181.7 194.8 208.8 278.1

1.3 petroleum products 100.0 118.9 126.7 176.5 247.1 279.7 313.3 341.4 385.3 427. 669.6

2 Mafatedgos100.0 109.1 135.6 158.8 181.0 199.1 216.0 233.3 250.8 268.4 359.1
2. Manufactured goods 0 7 9. 0. 219.2 293.4
3. other goods 100.0 110.1 121.3 130.9 147.9 162.7 176.5 190.6 204.9 219.7 23.4

4. Total goods (FOB) 100.0 144.9 132.6 145.5 162.7 172.2 184.7 200.5 217.9 2

5. Non-factor services#0. 0. 3. 158.8 178.6 194.7 211.3 228.2 245.2. 262.4 351.2

6. Total goods and FS 100.0 132.5 133.6 150.0 168.1 160.3 172.7 187.2 202.7 218.9 342.1

C. Current Values
(Millions of Dollars)

1.1 coffee 223.1 466.3 322.9 302.0 287.1 275.9 296.1 348.3 400.1 456.5 827.9

1.2 Toe 75.9 173.8 163.8 168.4 162.7 194.8 220.9 248.4 279.6 316.2 550.5

1.3 Petroleum products 109.9 175.0 156.2 182.2 293.4 348.7 406.2 468.5 540.3 623.2 1188.2

2. Manufactured goods 65.3 167.7 164.6 214.8 259.6 302.6 348.1 398.5 458.3 527.2 1115.5

3. other goods 269.6 141.6 141.7 142.6 166.0 193.5 222.6 254.8 290.4 329.3 589.8

4. Total goods (FOB) 743.8 1124.4 949.3 1010.1 1168.8 1315.6 1493.9 1718.5 1968.7 2252.5 4271.9

S. Non-factor services 387.9 447.1 526.2 557.5 652.2 753.4 870.8 1001.8 1146.6 1306.5 2395.9

6. Total goods aod UPS 1131.7 1572.1 1475.5 1567.6 1821.0 2069.1 2364.7 2720.2 3115.3 3559.0 6667.8

EAN CPIA
April 13, 1981
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Aitohwent 4A

balmnc* of Payment, and 8xiecal Aeeleianoe
(us$ Million)

Ac in. I lcelal.Pc~ei1i
1976 197 1978 1979 1980 1981 1982 1983 1984 1985 1990

A. S....ry of balance of P.yP.-L.

1. 1.ioi.(tol 332 531 ~145. 1676 82.0 2069.1 2364.7 2720.2 3115.3 359.0 6667.8

2. Eaporte (tact. NFS) 113.9 14.4 2085.7 2020.7 2517.6 2)07.3 2955.2 3301.2

. eoce810c-1.2 
130.7 -610.2 -.453.1 -696.6 -638.2 -590.5 -581.0 -576.9 -565.3 -284.2

4. Ngetinc . nc o d -1.l an3c -142.4 -142.3 -178.5 -221.9 -269.2 -308.0 -347.3 -395.6 -602.0

4. Net Fact-r Service oine -137.4 -113.8 -145.9 -45.5 8.2 -122.2 -144.4 -168.8 -192.0 -222.9 -307.8
4 nctr cet onPo6o -4 LI Lou.(1-34.7 -12.1 -5.2 -2.4 -6.8) (-129.2) (454.8) (-183.4) (-210.7) (-246.5) (-364.7)

4.1 Net neet &y-ensts ao (hic): -13.8 (-21.3) (-5.2) -2.5 -'4-6 -157.1 -165,0 -181.5 -199.6 -219.6 -353.6
(Intorest an Public H & Lf Loa) -16. -142.5 - 49.6 -5. 1

4.2 Direct Invest..et I-,-- (Net) -113.8 - 43.0 5.444.

4.6 Worker*' Reaittanc (Net) ) 34.7 12.1 50.0 55.7 59.3 51.4 40.2 42.3 44.3 46.9 59.4

5. tCri Facofre ( 1..6 11.3 10..0 105.6 160.6 180.3 202.4 227.3 255.2 286.6 491.64.4 8 e o Correct icom (Net) 713 103.1 105.6 -714.5 -679.9 -657.3 -661.8 .669.0 -674.4 -394.7
5. Current Trmfec (ne t 217 -649.5 -489.8 --95.8 122.4 134.6 148.2 163.0 179.3 288.8
6. balance on Current AcCoUna 12. 5 67.7 _T.O9.
7. rivate Direct Investment 22.9 179 331.1 512.0 440.6 584.0 490.0 515.0 707.6

Public -19.4 -1.7 1.0 7 -41.2 -59.6 -86.3 -94.8 -121.6 -228.6

. ni n 6a n. 7 159.9 167.5 319.4 464.9 381.0 497.7 395.1 393.4 479.2

1. Netr ilb.a'a 67.8 79, . 5. 6.

Privte N & LT Line 16.2 14.4 310.2 289.0 427.6 511.0 424.4

---------- 12. 11 2TLon 208.9 295.4 173.6 243.4 -23. .-333.9 -643.1

3. D.buarcnente t 1.9 1 -48.3 -47.7 -109.6 -148.3 -173.6 -213. -438 -183.1 -218.7

13. t DLebursaiun~n it ".0 1 U.7 160.6 247.8 58.6 -3.9 136.6 75.9 -300
14. U.. ot I131keHF no 19.8 13. 8.0 -10.0 73.3 146.5 65.1 - -

15. Shirt-tete Capital Trn.ctone -5.0 737 35.0 187.0 - -
16. Capital Tran...ctin., .e... -2.6 -4.3 25.1 0.0 - - - -0.0 -72.9 -81.5

17. Change in Reerve (- incra-e) -104.9 -217.4 193.2 -189.5 167.4 -50.0 -60.0 -6

I. Great and Lon C-oeniten.oE

1. Official Great* 
40.3 40.0 40.0 40.0 40.0 44.0 48.4 53.2 58.6 64.4 82.2

2. PublicH 34 LT en. 210.6 356.7 537.1 566.2 562.4 532.5 839.6 664.1 1036.7 1105.1 1242.1

2.1 1LR 31.0 84.0 156.0 110.0 92.5 111.5 167.5 215.0 207.5 165.) 294.1

2.2 ID 14.0 36.0 61.0 27.0 184.8 110.0 120.0 107.5 115.0 13i '4

2.3 0 10.7 67.1 44.3 57.0 50.0 27.3 29.7 32.4 .5.3

2.3 Otbhrenie 35.5 69.0 373.9 136.7 125.0 189.6 205.7 223.3 242.4 263.1 397.7

2. oena 35c.nncrlypc. eoin .0 69 0 0.0 0. 00.0.0.0.0 0.0 0.0
2.4 gor ne 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0.0ofadic, etrll pane eonmis56.5 19 .4. . 30.0 30.0 50.0 52.S 51 404.2
2.5 Suppliers Credits 2. 1.4 10.0 03.0 016. 6. 3. 381.5 47.1 .
2.6 Financial lastituti... j/ 620.9 8. 2 00 23.S 0.1 64.2 26.7 233.4.

2.7 Banda 0.0 0..0 0.0 0.00.000000000
3. Other H 6 LT Lo... (wh.r. ve lle) 7.5 0.0 0.0 0.0 0.0

C. eMonidimee 45.9 46.5 28.3 33.6 25.8 23.2 38.6

1, Grant E .9nto TtAl Covultmnt- 23. 36 34. 35.0 . 6. 269.6 169 5.2

2. avtr aceInteerest (Percent) 6.4 5.2 8.5 8.5 4.1 4.9 6. 6.08.6 16.9 24.9

3. Averogin inrity (Years) 17,5 25.6 31.0 30.0 30.2 28.8 19.9 21.

j. Include. financing of p-ojecied bflanoc of p.y.nct. dtci3 t (1980-199) n coamenal t-. EA. .A

2/ Inclodlcoo.a-itieu.na on goptill. 
tunl 8, 19b,
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D It / and Crd1twortneos

1976 1977 1978 1979 1980 1981 1982 1983 1984 1985 1990

6. 11o4Ioo ad Lo*g-term Ddt (labor.ed OlyS
( ). 319. 3169.5 4358.1 4941.1 7219.6

1. Total Debt outstan418 (DOI: End1 of Period) 100.5 917.1 1290.7 1616.7 21*9.2 2655.6 3419.4 4979.1 5677.2 6326.7 9095.6

2. Tocal D1b8 1u7t.dI.6eg (DOD: End of Period)133112 1700.4 2343.7 2841.9 3470.9 3808.0 4414.4 42.1 541.2 -32.7 -0956

2. cluding UndiSobursd 4 -57.3 -121.9 -118.2 -248.1 -324.5 -381.9 -482.8 -549.4 -102.0 -1236.4
3. Public Debt Service -2.9 -32.4 -52.6 -68.2 -:06.8 -129.1 -154.8 -183.4 -210.8 -246.5 -364.1

3.1 Itoreat .. 9-- -- -

4. Otbar U L LT Debt Service

1. DRbt SWr 4.4 7.8 8.4 12.9 15.1 15.9 17.3 17.2 19.2 18.2

2. Du /4.4 13 R.t 2.0 3.6 4.1 4.4 4.9 5.1 5.8 6.2

2, Debt servi.cbp Rt 4 1.3 2.3 2.0 3.6 - 420.5 21.1 24.2 25.8

3. Public Deb t S ervc-dGoVr-at lev... 6.6 6.1 10.5 8.4 14.9 17.2 18.4

C. Par4
3.4 3.5 4.1 4.2 4.9 4.9 4.9 4.8 4.8 5.0 5.1

1. Inter-t o Total DD/Total DOD 7.1 6.2 9.4 7.3 11.3 12.2 12.2 12.8 12.6 14.2 17.1

2. Total Debt service/Ttal DO 7 D.7

1. Dependency gatiou 1r H & 8TD ) 15.9 16. U1 23.3 20.6 24.2 25.4 26.4 24.9 25.0 16.3

1. Gr... uabburae-etalimporta (Owl. UPS) 1 15. 14. 3.7 75

2. ~t Ta*1o~1*~0t*(lol.89) 1.6 12., 14.2 19.6 15.0 17.0 17.5 11.41574.37
2. Net Traosfr/Import- i c. t) 12.6 I..2 81.0 84.3 72.8 70.2 68.9 65.1 63.1 55.9 23.0

3. Uat Trausfer/Gro a Diaburavaunts -

.3.0 44.5 14.6 10.1 9.9 22.1 16.9 25.4 16.6 15.4 15.2

2. 8 Dj*bG . Drlburenta/Gvo*s Total Diabur.-en 11.0 22.6 20.1 16.4 21.9 41.8 25.8 3b.7 25.7 23.9 27.3
2. Bank Group aburs nts/Gros Total Diabursement2 377 25.2 22.2 18.4 20;3 20.5 22.7 22.6 22.4 21.3
3. IND DOD/Tta O DUOD 220 34.2 35.1 31 4 29.4 34.2 34.2 37.3 3.1 36.9 39.0

4. 1nk Group DD/Total DOD 29. 31.2 21.0 28.6 13.5 12.0 13.6 13.6 15.8 176.0 18.1
6. BRD Debt Srvice/Total Debt Service 75 33.2 22.1 29.9 14. 12.9 14.6 14.6 16.8 11.0 19.4

6. S.nk Croup Debt B.-vIcc/Tot.1 Debt ServLc- 31.5 322. 991.

I 1nclude. Knyh'. ,h-tr of u notiol 50 perct of EAC delt.
FAN CPLU

Ju-e 8, 1981
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CLASSIFICATION OF PROPOSED LENDING PROGRAM FY 82-86 BY DEVEL.OPMENTAL OBJECTIVES

Benefit Promote Spatial. Foreign Foreign Promote

Loan Amount Low Income Agricultural Create Diversifi- Institution Exchange Exchange Industrial

Project US - $ Group Production Employment cation Building Earnings Savings Production

FY 82

Population II 40.0 X

Urban Transport 50.0 XX

Forestry III 75.0 X X XX

Cotton Processing & Mktg. 31.0 XX

Structural Adj. Credit II 130.0 X X X

Industry I (Soda Ash) 25.0

FY 83

Cotton Production 15.0 XX

Urban Dev. III (Small Towns) 40.0 X XX

Grain Marketing 55.0 X

Power IV 60.0 XE -

IDB V/SSI II 73.5 X X XX XX

FY 84

Highway Sector II 90.0 X

Structural Adj. Credit III 120.0 X X X

IAOP III 55.0 XX X

Energy II 52.0 XX

Education VI 50.0 X X

FY 85

Arid & Semi-Arid Areas II 45.0 XX X

Irrigation II 60.0 X X

Population III 80.0 X

Urban Dev. V 70.0 X

Agricultural Proc. III 80.0 XX X X

VY 86

DFC VI 80.0 X X XX XX

Railways II 72.0 X X

Power V 1)0.0 XX

IADP IV 56.0 XX X

Agricultural Credit V 6b.0 X X X

XX Primary objectives
X - Secoslary objectives
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Sensitivity Analysis on Kenya's Creditworthiness

Percent

Base Sensitivity Analysis Runs

Run I II III IV

GDP Growth (1980-85) 4.1 4.1 4.1 3.0 1.0

Export Growth (1980-85) 6.0 1.0 3.0 3.0 3.0

Debt Service Ratio (1985) 19.2 41.5 32.2 29.6 25.1

Current Account Deficit (1985) 674 1,490 l,203~ 1,049 817

(US$ million)

The above table shows Kenya's debt service ratio in 1985 under

alternative assumptions regarding GDP growth and export growth. The base

run, which assumes an average GDP growth rate of 4.1% for 1980-85, an

export growth of 6.0% and an import elasticity of -0.8 for 1980-82 and

0.7 thereafter, results in a debt service ratio rising from 12.9% in 1980

to 19.2% in 1985. All the sensitivity runs assume lower export growth,

lower GDP growth or both. If export growth were to be about 3% per year, and

a growth rate of GDP equal to that in the base run (4.1%), the debt service

ratio would be 32.2% by 1985; even a GDP growth rate of 1% per annum would

result in a debt service ratio of 25.1% in 1985.

All the alternative scenarios also imply a larger current account

deficit than in the base run. Since the base run represents the probable

maximum external financing that could be mobilized, it would appear that a

rate of growth of exports of less than 6% could only be handled through a

decline in GDP. This conclusion is supported by the following two sensitivity

projections which assume the same level of external financing as in 
the base

run; with an export growth rate of about 1% per annum there is a decline 
in

GDP of almost 2%.per annum between 1980-85, while an export growth rate of

about 3% per annum is associated with a GDP growth rate of 0.5% per annum.

Percent
Base Sensitivity Analysis

Run Runs
V VI

Level of external financing (1981-85)

(US$ million) 5189 5189 5189

Export Growth (1980-85) 6.0 1.0 3.0

GDP Growth (1980-85) 4.1 -2.0 0.5
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Economic and Sector Work Program (FY81-83)

The fundamental development issues facing the Kenyan Government are

discussed in paras. 18-31 of the CPP, while the measures needed to deal with

some of these problems are listed in para. 34 and the Bank's strategy in

paras. 48-57. The economic and sector work described in this Attachment forms

an integral part of the Bank's strategy and is designed to improve our under-

standing of the key structural relationships underlying Kenya's economic per-

formance and development prospects in order to assist Kenya.in dealing with the

problems facing it and underpin the Bank's lending in support of the Govern-

ment's efforts. While the economic and sector work carried out and planned

for FY81-83 is set out in some detail, the agenda of studies for later years

is still incomplete and consists only of fairly general ideas, discussed below,

for studies to be undertaken in FY84-86.

The economic and sector work progr'dm over the last couple of years

has been largely focused on completing the Basic Economic Report (started in

FY78) and laying the basis for the First Structural Adjustment Credits approved

in FY80. The work on the.Basic Economic Report, which is now in yellow cover,

has been successful in analyzing and directing attention to some of the major

development issues in Kenya through a series of working papers, special reports

and annexes to the main report;- included was a report-on Population and Develop-

ment in Kenya and an annex on Poverty and Growth. In addition, major portions

of the report deal with the major structural problems in agriculture and industry.

This work has formed the basis for the more detailed analysis carried out in

preparation for the First Structural Adjustment Credits and the Initiating Memo-

randum for a Second Structural Adjustment operation. Thus, while it is doubtful

that the concentration of effort on the Bank's Economic Report over an extended

period was the most effective use of available manpower, the results of our

economic and sector work have been worthwhile and have supported our discussion

with the Kenyan Government both on questions such as population growth and income

distribution, and also on the specific restructuring measures agreed on as part

of our structural adjustment lending.

In our economic and sector work program for the next few years we will

concentrate on areas of fundamental importance to Kenya's long-term development

prospects and restructuring of the country's economy. Major problem areas in-

clude: agriculture, to provide both the analytical basis for project lending,

and also for policy discussions in connection with structural adjustment lending;

industry, to continue the technical work already begun under the First Structural

Adjustment Credits and the UNDP-financed Bank-executed planning project; energy,

to help define specific demand management policies and identify investment oppor-

tunities to develop new sources or reduce the use of energy. With respect to

other long-term policy concerns, we intend to follow up on the population report

to support the efforts to promote family planning and a change in attitude to
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family size. Work will also be done in the area of resource mobilization; an

urban sector mission is addressing the problem of local government finances, a

planned study of agricultural cooperation will analyze their 
role, e.g., in

mobilizing rural savings, and a financial sector study will deal with the major

financial intermediaries and their effectiveness in mobilizing domestic and

foreign resources. Finally, we will begin to address the issue of public

administration. The proposed updating of the education sector memorandum will

deal with the education and training system; other issues, such as parastatal

efficiency, will be the subject of separate, as yet undefined, studies.

II. Agenda of Studies FY-81-83

FY81

(1) Basic Economic Report (Completion): The completion of the BER

started in FY79 has been delayed because staff had 
to. be diverted to the

appraisal of a structural adjustment loan. The BER will focus its analysis

on two themes. First it will attempt to evaluate economic policies and pro-

grams since the early 1970s. Particular attention will be given to assessing

both past performance and the need for further restructuring 
of industrial

policies, financial institutions,..tax and expenditure 
systems and regional

development.

The second major theme will be long-term historical consequences

of development for Kenya's rural and urban poor, with 
special attention

being devoted to.diagnosing the mechanisms through which the poor have bene-

fitted (or been impoverished> Based on this diagnostic analysis and taking

into account (a) the long-run demographic pressures facing Kenya and (b)

the likely profile of opportunities and constraints 
posed by the external

environment and internal resources, the report will attempt to sketch the

strategic policy choices and options that must be confronted 
to provide the

best hope for self-sustaining development skewed in 
favor of poverty alle-

viation. in- carrying out analyses of these two themes, the BER will rely

heavily on the portfolio of completed special studies 
which have been

designed to dovetail into the BER.

It is likely that the most significant linkage between 
these two

themes is to be found in policies designed to raise 
the income levels of those

dependent on agriculture. Therefore, an important part of the BER will be

devoted to an analysis of trade policies as they affect 
both traditional

and non-traditional exports, a study of farm productivity, and already 
com-

pleted work on the impact of population pressure 
on rural landholdings,

incomes and rural-rural migration.

The BER will also !analyze the efficiency of resource 
use in the

industrial sector, the nature of interactions between 
the urban formal and

informal sectors, trends in wage employment growth and factor 
productivity

in the modern sector, progress to date and future potential for 
developing

an African entrepreneurial class, and the usefulness 
of financial instru-

ments as well as Government expenditure policy in achieving restructuring

and poverty alleviation goals. The BER is directly linked to our objec-

tive intensive dialogue with the Government on 
policy issues. (Audience:

Bank, Government and Consultative Group; staffing 
EAlDA 25.)
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(2) Memorandum for Consultative Group: This paper will review the

major developments in.the Kenyan economy since the issuance 
of the last CEM

in May 1979. Particular attention will be paid to the progress of the pro-

gram being supported by the structural adjustment credit. 
Balance-of-payments

prospects will be reviewed in the light of recent developments 
with a view

to determining the need for further non-project assistance by the Bank and

other donors. This study will provide part of the analytical background for

the next structural adjustment operation and will serve as a basic document

for the May 1981 Consultative Group meeting. (Audience: Consultative Group,

Bank; staffing EAlDA 13, YP 10.)

(3) Problems of Structural Adjustment: While the major studies leading

to a change in the regime of industrial protection are funded by UNDP and

involve roughly 100. manweeks per year of consultant time, continued staff

input will be required to review terms of reference and the studies 
them-

selves. This time is not budgeted in structural adjustment lending. The

studies will involve: (i) designing specific measures to bring about a trans-

itioh from a quantitative restriction-based trade regime to one based on uni-

form and moderate tariffs; (ii) analysis of the problems such as shift poses

for particular industries; and (iii) examination of alternative policies for

helping potentially.viable firms improve their efficiency. This study aims at

supporting our objective of assisting the Kenya Government to restructure 
its

economy. (Audience: Government and Bank; staffing EAlDA 12, DPS 6, required

specialty-familiarity with the problems of industrial transition.

(4) Agricultural Sector Memorandum: General review of sector, issues

and strategy for Bank Group lending focussing on marketing and pricing,

institutional structure and role of parastatals and ministry organizations.

This document is expected to provide the background necessary for a possible

approach to use of structural adjustment or sector lending as a tool for

an intensified policy dialogue. To be completed in draft by June 1981

and issued in yellow cover March 1981 (following discussions with Government).

(Audience: Government and Bank; staffing EAP 15.)

(5) Internal Transport Analysis: This study will assess the impact

of the Government policy changes required to obtain a more rational allo-

cation of traffic between rail and road, especially after completion of a

road user charges study to be completed end 1980. It will examine the effi-

ciency of Kenya Railways (established in 1976 after the breakdown of the

EARCO) and evaluate the implementation of the 1979-83 transport sector plan.

The TSM will also attempt to study the road transport subsector and to make

recommendations on policy issues and data collection systems. The SM would

substantially intensify our dialogue with the Government on policy issues.

(Audience: Bank and Government: staffing, EAP 15.)

(6) Small Livestock Survey (Completion): To be issued in yellow

cover March 1981. This SM would review potential for subsector development

and identify investment possibilities as well as financial resources required.

The SM is expected to shed light on our lending prospects to the small livestock
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subsector. FY81 input 10 staffweeks. Report completed in draft. To serve

as basis for discussions of subsector and possible project identification.

(Audience: Bank and Government; staffing, EAP,4.8.)

(7) Agricultural Credit and Interest Rates. This paper is expected to

review the present institutional arrangements for delivering credit to the

agricultural sector, especially as it meets the needs of small farmers. The

problems of rates to final borrowers and intermediation costs will 
be

addressed, as will the issues of timeliness of credits, determination of the

amounts lent (both to the sector and in individual operations) and repay-

ment problems. FY81-FY82; to be issued in white cover final and discussed

with Government. (Audience: Bank and Government; staffing, EAP 1, Consultants

10, EAlDA 4.)

(8) Agricultural Pricing Study: Report would elaborate on current

system of pricing policies and control mechanisms, identify issues and pro-

pose general approach for Bank Group dialogue with Government. (Audience:

Government and Bank; staffing EAP 10,Consultants 8, EAlDA 7.)

(9) Urban Sector Memo: The Bank's planned urban lending program for

Kenya anticipates its third and fourth projects in the next two to three

years. In this context, the memo aims at reviewing past and future Bank

urban development strategy and its consistency with the objectives of the

Fourth' Development Plan and beyond. The recent creation of an operating

ministry for Housing and Urban Developnent has made the timing for ini-

tiating policy dialogue with the Government propitious. However, this

requires a more solid factual base. (Audience: Government and Bank; staff-

ing URBD 32, Consultants 12, EDI 5.')

(10) Industrial Sector Updating: To update and analyze recent data on the

the industrial sector, particularly on manufacturing, and examine the

possibilities of export-oriented opportunities in order to understand 
the

effect of adopting a strategy of moving substantially away from new import-

substitution investments. A few recently produced reports will be used in

this analysis. (Audience: Bank: Staffing EAP 10.)

(11) Energy Study: The study will analyze the economy's dependence on
foreign oil and its-short- and longer-tdrm implications for economic growth

and poverty alleviation. It will also attempt to identify domestically avail-

able alternative energy sources, especially in agriculture, including char-

coal and other biomass alternatives. The emphasis of the study will be on the

policy choices the country will have to face, including pricing of domestic

energy sources. The findings of the study are expected to intensify our policy

dialogue and lay out some options for expected future Bank activities in the

sector. (Audience: Government and Bank; staffing CPS and Consultants 57, EAP 2,

EAlDA 9.)
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-FY82

(12) Investment Incentives Study: This study will follow the ongoing
technical assistance project's study of Kenya's trade and tariff regime. The

paper is expected to review the present system for fiscal and other non-

tariff incentives offered to foreign and domestic firms to promote industri-
alization. Criteria for selecting private projects for public financial or

equity participation will also be reviewed. The study will support policy

changes to be implemented in the course of future structural adjustment

operations. (Audience: -ank and Government; staffing EA1DrA 15, Consultants
10.)

(13) Financial Sector Study: This study will examine the roles of and
relationships among Kenya's main financial intermediaries, Kenya Commertial
Bank, KTDC, DFCK, IDB, KIE, ICDC, KCB and its, subsidiary "KCFC" in terms of
coordination, coverage, duplication and areas of optimal specialization and

efficiency in mobilizating domestic and foreign resources for financing

industrial development. Special attention will be devoted to the additional

financing requirements of domestic industry imposed by structural adjustment
and how these can best be met. (Audience: Government and Bank: staffin2
LAP 8, Consultants 12.)

(14) Agro-Industrial Sectoral Study: Agricultural products are the

largest single source of domestically produced raw materials and offer the
greatest opportunity for export-oriented industrial investment. This study

will examine the prospects for and obstacles to increased production and

export of processed agricultural products. Production problems, 'credit,
marketing, and other areas will be examined and recommendations will be

proposed for Government action. (Staffing EAP 9, Consultants 9, EAlDA 7.)

(15).Agricultural Cooperatives Study: This study will concentrate on
the analysis of the efficiency of cooperatives both in mobilizing rural
savings and in the extension of credit. It will also attempt to draw the
necessary policy conclusions for improving the efficiency of cooperatives.
The study is expected .to support our objective of poverty-oriented lend-
ing. (Audience: Gbvernment and Bank; staffing EAP 10, Consultants or CPS
10, EAlDA 5.)

(16) Land Concentration: The study of income distribution prepared
for the BER found some evidence of increasing land concentration in small-
holder areas. Speculative holding of land in large-farm areas also poses
problems for efficient use of land and for equity. This study will review
the role which agricultural taxation, or alternative measures, could play in
Improving land distribution and use in Kenya. It is hoped that the study will
contribute to an intensive policy dialogue on the new National Land Commission.
(Audience: Government and Bank; staffing EAlDA 15, EAP 15, Consultants 10.)

FY83

(17) CEM: Preparation for the 1983 Consultative Group meeting will
include a review of economic performance during the Fourth Plan period (1979-
83), including an analysis of progress under structural adjustment. A pre-
liminary appraisal of lines of action for the Fifth Plan will also be offered.
(Audience: Government, Bank, and Consultative Group; staffing EAlDA 30,
DPS 10.) -
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(18) Budgetary Policy: The CEM and BER found an imbalance between
recurrent and development expenditure. This is becoming a widespread
problem in the Region and results in inadequate maintenance of existing
capital. It- will examine the efficiency of public expenditure and suggest
possible budgetary reforms for coping with the problem. This study will
also review the contribution of foreign aid procedures to the problem and
to its solution. This task is related to our objective of continuously
improved policy dialogue with the Government. (Audience: Government,
Bank, and Consultative Group; staffing, EAlDA 7, DPS 25, required specialty-
public finance.)

(19) Kenya Education Updating Sector Memorandum: The memorandum will
update the sector memo of June 17, 1980. The menorandum will review whether
the education and training system is responding to socio-economic changes,
and will attempt to determine what adjustments should be made for the system
to be more responsive to the social needs of the country. The memorandum
will also review the cost-effectiveness of the education and training system
and define possible areas to be improved in producing the needed output.
The results will provide important focal points for policy discussions with
the Government. (Audience: Government, Bank: staffing, tAPED 10)

Other Studies (FY84-86)

(20) Energy Demand Management. Kenya's domestic energy resources are
limited and the country must use available resources with care. The Energy Sector
Study (11) has identified a number of specific actions that can be taken in the
field of energy conservation but additional work is likely to be needed, parti-
cularly with respect to traditional (woodbased) energy sources.

(21) Local Government Finances. Sector and project work in the urban sector
has indicated an urgent need to improve the financial management and finances of
urban authorities. Progress in this area is a precondition for lending for urban
projects. In addition, however, it seems likely that studies of specific problems
will be required to help develop appropriate policies.

(22) Private Savings. Relatively little is known about the level of sources
and disposition of private savings and the factors affecting them. The Govern-
ment will be asked to study these questions in connection with the proposed
second structural adjustment operation. In addition, however, the Bank should
undertake studies in this area as a supplement to the Financial Sector Study (13).

(23) Fertility Determinants. As noted in the text (para. 57), we intend
to design appropriate projects in the lending program so that they support
efforts to reduce fertility by changing attitudes towards family planning and
family size. While much is known about the factors that affect fertility, and more
information is being collected and analyzed, additional work will be needed to
effectively apply this knowledge in the design of specific projects.
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(24) Public Administration. While Kenya has a fairly effective civil

service, public administration suffers from considerable weaknesses. These

relate to manpower planning, training and allocation, salary levels and

structure (including the policy of allowing outside business interests), as

well as planning, budgeting and control processes and procedures. The manage-
ment and control of the parastatal sector is a particular and important problem.

While specific issues in these areas are often encountered and resolved in our

project work, the time has come to treat them in a more comprehensive fashion,
and considerable manpower will need to be devoted to this task.

(25) Ongoing Research by Outside Institutions:

a. The Formation of Migration
Expectations Rockefeller Foundation

b. Drought, Population Dynamics
and Public Policy: A Socio-
Economic Study of Kitul, Kenya Rockefeller Foundation

(26) Ongoing Studies Financed under Bank Projects:

a. Sugar Sector Studies Sugar I (S. Nyanza)
b. Ground Water Availability for Irri-

gation in the Ramisi Zone Sugar Rehabilitation Project

c. Ministry of Works Reorganization
Study Highways III

(27) Ongoing DPS Research:

a. Pricing and Financing of Urban Public
Services: Water Supply and Sewage

Disposal
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Summary of Proposed Studies, FY81-FY83

(Staffweeks)

Formal/
FY81 FY82 FY83 Total Informal

Completion

Economic Reports
1. Basic Report 25 25 /81
2. Memorandum for Consultative

Group 23 23 1/81
15. CEM 40 40 F/83

Special Reports
18. Budgetary Poliky 32 32 1/82
10. Investment Incentives Study 25 25 1/82
3. Structural Adjustment

of Industry 4 14 18 1/82

Sector Reports -
4. Agriculture Sector Memo 15 15 1/81
5. Internal Transport Analysis 8 7 15 1/82
11. Financial Sector 20 20 1/82
12. Agro-Industry 13 12 25 1/83
6. Small Livestock Survey 4.8 4.8 1/81
7. Agricultural Credit and

Interest Rates 9 9 I/81
8. Agricultural Pricing Review 10 15 25 1/82
13. Agricultural Cooperatives Study 15 10 25 1/83
14. Land Concentration 10 30 40 1/84
16. Urban Sector (COPD) 37 12 49 1/82
17. Energy Sector (COPD) 1/ 52 16 32 68 1/82
9. Industrial Sector Update 2 8 10 1/82

19. Education Sector Updating
Memorandum 10 10 1/83

CPP 15 15 15 45

Total (norm 396) 204.8 170 149 523.8

1/ Financed by UNDP.



S U D A N
LAKE.

.A'Forao E T H O P IA-
Ai it BOyO Mondera/

Fergusons G4300

SUDKAN A

Eliye Springs o -0

2 Lodwor

/T

S. Fornot

ES SpNAMA L I

WAi

U GA NDA a
V L L. E Y
Ir N R H R PUBLIC

-~~ M'NA

Kitole

o"
LANE

Eldr L7A7EEY N

Bugr " omPU LI

AN0E s R

KAKAMEGA BACORIA
Butere

oloi Meru

-By saiMU Nyahjrsru Nonyuki
MTrNYA- 

NAKURJN

LondiTAi 
NYERI

Kericho IAKF NArNYER GARISSA

Git l l ErMBU

Io $a oti kavs
HNatiBnylNvFort H1

Krsn
NAMVArHAr-

-4.Mhoro \
- orokER N

NAIROBI Kitul

IT TANA ,NER
MaChokos

eonKoa r d

Knnnodo
Mogadi

LAKE
MACA 

- - oud

0 
C OtA Tnd omK4 0nw C E A N

WLIFR OV CE k ~ - RVNC V K Ibwez ILa

ws eOV;,E EAT R RVN

- YA,'1A PR V CE&

wasma NrF A I, A IN PROVINCE

RI iYK4/A JA R

A F R I C A International airports
National airports

KerYav National capital
!"Al PPOVINCF

1A, Provinciol capitals
-4A ) Cities and towns s

eMOMBASA _Trurk roads

Kongo - - Secondary roads
0 40 go :20 60 D'aru llw y

rump a m a w-..-.-International boundary

rose,~~~ Ia u, oe o a w 0 4 0 2 C -- - - - Regional boundofy

agraph36* 40'r 0Moee lE .-- ,- strict boundary



This news item appeared on page 32-33 of the June 1981 issue of:

"AFRICAN BUSINESS"

(London, England)

KENYA

INTENSIFIED EXPORT PROMOTION
"The recession in the developed coun- .untries are of necessity strictly limited and own aircraft during the high (European
tries will have the effect of curtailing de- {ETA cannot afford to appear in any show winter) season. Horticultural exports, princi-

mand for primary commodities from the mr any one country more than once a year, if pally to West Germany and Britain, bring in

developing countries, including Kenya", Dr. that. Within these limits, KETA has over Ellm, as against E2m in 1974.

Zachary Onyoka. Minister for Economic managed to show the flag in most of the key Soda ash remains one of the best export

Planning, observed in presenting his 1980 industrial and developing countries, the last performers, with output steadily rising from

half-yearly report. At 418m, exports were ocCasion being the OAU trade fair in 200.000 tons to a projected 300,000 tons oy
down last year by 6% on the 1978 Khartoum. 1982, the bulk of it going to overseas glass

performance. Until last August, coffee prices In common with other Lom6 countries. the manufacturers, earning some ElOm in

had been higher than in 1979, but have since authority has had some promotional assist- return. Soda ash has always been the most

slumped by 30%. Tea output is expected to ance from EEC funds. It has also been helped important of mineral exports. followed by

decline by about 12%, from 99m tonnes last by the Export Market Development Division cement (its difficulties in 1979 were of a

year to 87m tonnes this year, but there has of the Commonwealth Secretariat. Exhibi- passing nature), and one should not overlook

been no catastrophic fall in prices. From tion costs are often shared with the Ministry the small but steady overseas trade in

being one of Africa's three (along with South of Tourism and Kenya Airways. gemstones.

Africa and Zaire) net exporters of food, A combination of fuel costs, inflation, 1981 is likely to prove a difficult year for

Kenya is today importing maize, wheat and drought and electricity cuts which affected Kenya's exporters. The international cli-

rice. Indeed, at the time of writing there was 70% of industry in 1979 led inevitably to a mate is not promising and conditions at

a total ban on all food exports. substantial drop in productivity. KETA will home will be difficult: an export industry is
In this situation, Kenya has turned be hard put to it to find commodities and only as good as its domestic base, Kenya's

increasingly to export promotion, to earn manufactures to promote in new markets. manufacturers and industrialists are further

more export revenue. President Moi's visits to China, Iraq, Saudi hampered by having to import about 75% of

In the main, Nairobi is content to leave tea Arabia and the United Arab Emirates were their raw materials at ever increasing costs:

and coffee promotion to the international in part to stimulate trade. The problem for the national fuel bill shot up last year from

bodies that deal with them. Kenya has been Kenya is to produce the goods: manufactur- E145.7m in 1979 to C220m. Crude oil
an active member of the ICO from the very ing and industrial output is up by only three averaged 88 a tonne for the first five months
beginning and, more recently, has become a per cent, compared to 13% in 1979. of 1980. compared with' E42.9 for the

corporate member of the International Tea Agriculture and food processing are down by comparable period in 1979.

Producers' Association based in Rotterdam. nearly a third, and it is in this area that These and many other burdens notwith-

At the same time, the Kenya External Trade Kenya could hopefully look to improved standing. Kenya remains one of the most

Authority (KETA) never loses an opportun- export performance as overseas demand export-oriented countries in black Africa. Its

ity to project the country's two leading remains high. Demand for cement is also performance will improve if and when it

sources of foreign exchange. good, but with output down by 40% in 1979, recovers its immediate regional markets in
KETA was created two years ago from the Nairobi has had to buy in cement to honour Uganda and Tanzania, which have only

old Export Promotion Council. It forms part export contracts. been partially offset by improved trade with
of the Ministry of Commerce and its director There are, however, some shafts of light in the Sudan and Zambia. Further afield, West
is the energetic and resourceful Mr. A. G. the gathering gloom. After years in the Germany and Britain traditionally top the

Barve. The authority has the active support doldrums the cotton industry is on the move Kenya export table, with the Germans'

of most related government departments, again, and provided there is no slippage insatiable thirst for Kenya's high-grade
institutions and private undertakings. Its there should soon be an exportable surplus of arabica coffee, and the British thirst,
activities are only limited by the restrictions quality staple commanding good prices. Last needless to say, for Kenya's equally
on its budget. The fact is that compared with year saw the emergence of Kenya as a net high-grade tea. By and large Kenya has
most of its overseas competitors, KETA exporter of sugar. And in horticulture, maintained its reputation for quality tea and

operates on a shoestring. It conducts exports of fruit, vegetables and flowers are coffee. It has no difficulty in selling what it
seminars for Kenya exporters, and stages or hampered only by airfreight charges: there is produces at a premium. But the better end of
participates in exhibitions anc trade fairs. a special low rate for these products, but only the market is as susceptible as the lower to
But it does not have the funds to give Kenya when space is not taken up by full-rate cargo. world prices, and Kenya's earnings from its

.the range of coverage required. The target Brooke Bond Liebig's subsidiary Sulinac, the two main commodities have fallen. Here,
largest horticultural exporter, charters its promotiwn is left mainly to international

bodies 0
Arnold Raphael



ing it, in the time range that was

suggested, is necessary. This is, after The way you describe the Administra-

all, the President's budget; it isn't tion's approach to the aid program, s

something at the State Department seen as a positive force, not da ging

or somebody lse proposed, but the to American jobs...

budget the Presi nt proposed. I think, over the relatively ort term,

certainly clearly over period of

The President is like., to attend the time, it is very defi ' ly a positive

Ottawa summit this su er, and the economic impact u n the US.

Canadians are expected t put de-

velopment issues on the age a for ... yet rather gative things have

that meeting. Can you give us me been said out foreign aid in the

indication of what the Administratio ' context of oth the campaign and the

thinking is on development in that transiti period. One would expect

context? dram ic turns in the US aidprogram...

Well, we're in the business of prepara- I t ' k that the President hys always

tion for Ottawa, and I don't want to try that foreign aid was important

to prejudge those, except to say of o this country to extend, but he has

course that the United States bilateral felt at the money had to be spent

and multilateral aid budget is very wisely, wisely in the sense that you

substantial. We continue to think that have to ve tough economic feasi-

the needs of the third world are of great bility crite and controls on how

importance to all the world, and that the money spent. You have to

attitude will be reflected in upcomi make sure tha it's spent for what

conferences. you think it's goi to be spent; and

we're doing those t ' gs. The whole

business of moving a from trans-

AID channels much of its po ulation fer of resources, except hen there's

assistance through private agencies, great need, to building insti tions and

some of which support a rtion as a self-help kind of orientation, is just
means of birth contro Given the absolutely consistent with w the

domestic controversy er this issue, President is doing and thinking a-
do you foresee any c ges in AID's mestically, as a matter of fact. This

population program clearly a strong reemphasis.
Shortly after I arriv here, I made the

decision that t relatively small .

amount of mone that was being spent

by the Agency research for methods

of abortion uld not be extended,

and that d . on is being implemented.
In addition, are making certain that

any grant that we extend to groups

are caref ly segregated, and no US

AID m ney is spent on abortions

themse es. I think that in fact this is

not a oblem or a real issue because of

our t sensitivity to the matter.

We' e simply not supportive of

a ion.

,../



FOR IMMEDIATE RELEASE

World Bank
1818 H Street, N.W., Washington, D.C. 20433, U.S.A. e Telephone: (202) 477-1234 0

BANK NEWS RELEASE July 30, 1981

CONSULTATIVE GROUP FOR KENYA

The following announcement was made today by the European Office of V
the World Bank at the end of the Kenya Consultative Group Meeting in Paris:

The sixth meeting of the Consultative Group for Kenya was held in
Paris from July 28 to 30, 1981, under the chairmanship of Mr. Willi A.
Wapenhans, Vice President of the Eastern Africa Regional Office, World Bank.
Representatives of Canada, Denmark, Finland, France, Germany, Italy, Japan, The
Netherlands, Norway, Sweden, the United Kingom, and the United States attended
the meeting. Also represented were the African Development Bank, Arab Bank for
Economic Development in Africa, European Economic Community (the Commission of
the European Communities and the European Investment Bank), International
Monetary Fund, Nordic Investment Bank, Saudi Fund for Development, and the
United Nations Development Programme. Switzerland, the Development Assistance
Committee of the Organization of Economic Cooperation and Development, and the
International Fund for Agricultural Development were represented by observers.

The Kenyan delegation was led by His Excellency, the Honorable Mwai
Kibaki, the Vice President and Minister of Finance, and included the Minister
for Economic Planning and Development, Dr. Z. T. Onyonka,and Mr. Duncan Ndegwa,
Governor of the Central Bank of Kenya.

The group discussed Kenya's economic prospects and the need for s ruc-
tural adjustment, in the wake of the recent deterioration o the country's
international terms of trade and poor weather which had adversely affected export
production and domestic food supplies.

The group agreed that revitalization of the agricultural sector which
dominates the economy would be the key to future growth. It was agreed that the
government's strategy for intensifying and improving land use, conserving and
using more effectively soil, water, and forest resources, improving pricing and
marketin9 structures, and accelerating project implementation warranted support
ro-r rapid impeme ntation.

The discussion of industry focussed on the government's program for
improving the efficiency and international competitiveness of the sector and
improving incentives for exports. There was a broad consensus that this process
was vital and that policies for implementation should be pursued vigorously.

/...
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Because of Kenya's lack of fossil fuel-based energy sources and the

depletion of the wood-based fuel which supplies 7O% of the country's energy, the
e"ed to develop a comprehensive energy strategy and an investment program for

energy production and conservation was emphasized.

Finally, the development implications of Kenya's very high rapid rate

of population growth were widely noted. Population issues are receiving a high

level of attention in Kenya and family planning is officially endorsed and

supported.

The meeting concluded with a discussion of Kenya's external financing

requirements, emphasizing the need for rapidly disbursing assistance in the

light of the unfavorable world economic outlook and the structural adjustment
measures the country must undertake over the next few years. Those present

strongly endorsed Kenya's policies and programs of development and structural

changes and indicated their continued support.

-0-

office of the President
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