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I understand thag Mf' Arthur Magugu, Minister of Finance of
Kenya, may call on you ga;h;é;éﬁﬁ#aMr. 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.



el 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
CEP.

6) In terms of Bank financing g5 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 907%.

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
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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
t !
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TO: Mr. A.W. Clausen DATE: August 14, 1981
FROM:  Mahbub ul Haq, Director, PPR PV W
C S
SUBJECT: KENYA CPP - Major Policy lssues * B
oy
Ve 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:
e a population growth rate of L percent per annum - among the
highest in the world;
e 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;
e a heavily protected, inefficient industrial sector which
_fcannot readily compete in external markets;
L 4?:0 a 35 percent decline in theterms of trade, due to higher
S petroleum prices and a sharp fall in coffee prices;
-_‘_il E)!"'
o e heavy external borrowing, resulting in a 1980 debt service
W K ratio of 13 percent, which could rise to 32 percent in 1985
gr 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
o addition to the two population projects proposed in our lending
o’y v program, the population control orientation that we are requir-
, : o ;/ff ing in projects in other sectors, and the planned population
W ) policy dialogue with the Government, we recommend, as a pre-
; X condition for the second population project scheduled for FY82,
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Mr. A.W. Clausen =@ = August 14, 1981

towards more sub-division of land holdings. Equally important,
however, is the need to:

e raise producer prices for major crops including coffee, tea,
maize, and livestock and products; and

e 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:

e reduce the number of parastatals, through mergers and/or
liquidation;

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

e 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 | 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.

L, 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.

|f 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 ANALYS1S

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

In spite of a large energy bill, both its debt service and
resource gap to GDP ratios are relatively low.
is very high, while its other social indicators are on par with its
African peers, but falls short of Sri Lanka's record.

except Malawi.

Kenya's population growth

KENYA SUDAR MALAWI MOROCCO SRI LANKA
Economic Structure a/
Population 1979 (millions) 1543 17.9 S48 19.5 14.5
GNP Per Capita 1979 (S$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 ¢/ 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
1577-79 1977-78 1978-80 1977-79 1977-79
Gross Domestic Investment/GDP 25,0 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 i s B Tad 13.7 10.9 15.3
Government Revenue/GDP 20.6 14,8 15.4 e 237
Energy Imports/Total Exports 1978 a/ 30 24 22 28 18
Gross International Reserves in
Months of Import Coverage 1979 a/ FaT (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 LT
% 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 V2 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 FYB1-85 FY¥76-80 FY81-85 FY76-80 FY81-85 Fy76-80 FY81-85
Hominal IBRD/TW M5US 586.4 833 32 - 29.2 100 953.5 1805.5 = o,
Nominal IDA MSUS 260 520 349 495 98.1 238.3 = - 311.2 650
PaCeped. Leqding (sus) 10.6 17.7 4.4 5.7 G4 1l.7 10.1 19.1 4.3 9.1
p.c.p.a. Grant Equivalent 4.9 B.5 3.8 5wl 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 L 10.4 12.4 16.4 5.1 7.8
FY82-86 FY82-86 FY82-86 FY82-86 FY82-86
SAL/Program Lending MSUS ﬁf 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/ 1In Kilograms of Coal Egquivalent.

g/ Regional Proposals, 1981.

h/ Ages 1-4 years

Program Review Division
Policy Planning and Program Review Department
July 31, 1981
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!
TO: Mr. A. W. Clausen DATE: August 13, 1981

FROM: Heinz Vergin,\Director, PAB

SUBJECT: KENYA - Country Program Issues

14 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.l 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 1976-8l; 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 227 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 dimplémentation difficulties
indicate that there.are absorptive capacity problems which
need to be addreBsed with urgency? If so, we should not plan
on as large a number inﬁroﬁects as proposed in the CPP until
the causes of theMdf&bursement problem have been identified
and resolved. Staff resqlirees to be devoted to the preparation
of the large number of’reserve 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.

4-

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 Govermment 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.

A management review of the Kenya Country Program Paper should be

held within 12-15 months.



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)
Pai jmans



KENYA

Operations Program (No.)

Approved, July 1979
Proposed, July 1981

Lending Program (No.)

Approved, July 1979

Std. Table IVi, February 1981

Proposed, July 1981

Lending Program (Cur. $m)

Approved, July 1979

Std.Table IV, Feb. 1981

Proposed, July 1981

IBRD
IDA
Total

IERD
IDA
Total

IBRD
IDA
Total

Lending Progran (Const. FY81 $m)

Approved, July 1979
Std.Table IV, Feb.

1981

Proposed, July 1981

Commitment Deflator (FY81 =

IBRD
IDA
Total

IBRD
IDA
Total

IBRD

IDA
Total

100)

Note:

FY80

e B I =}

93.0

April 1980 Review Group decisions:

FY81

W w

105
_80
185

83
30
133

83
50
133

FY82

L =

102.7
65.4

168.1

154.2
127.0
281.2

107.1

Fi83

WL

175
_75
250
160
105
765
210

265

FY81-33: IBRD $410
IDA  §$285
FY81-85: IBRD $790
IDA  §465

FY84  FYBS  FY86

3 .s ¥

8 7

6 - .

5 5 "

7 5 5
195 =63 i
_710 s L5
265 i e
180 200 i
100 80 ..
280 280 e
195 220 150
160 85 130
355 305 280
160.9 .s -
_57.8 .. .
218.7 . o
148.5 155.5 n
_82.5 62.2 ..
231.0. 217.7 s
160.9 171.1 110.0
132.0 66.1 95.4
292.9 237.2 205.5
121.2 128.6 136.3

million
million
million
million

Annex 1

FY81-83 FYB4-86 FY79-83 FYB1-85 FY82-86

15
20

14
14
13

22

565

940

30
34

27
23
27

702
347
1049

689.2
_453.0
1142.2

690
_431
1127

715.3
345.9
1061.2

698.3
446.8
1145.1

694.9
434.7

1129.6

35

24
25

. =
.

788.2
471.0

1259.2

833
=229
1353

715.7
455.0

1170.7

.

39

900
600
1500

742.7
_500.4
1243.1

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.

Mr. Clausen.

in Room E-1227.
The meeting will be chaired by

FROM:
C. L. Robless

ROOM NO.:
D-1348

EXTENSION:

J2933
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COUNTRY PROGRAM PAPER

KENYA

IBRD/IDA Lending ProgramE/ ($ million)

FY/6=-80 FYB1-
1979 Population: 15.3 million_g/ IBRD(TW) 554.4(32.0)Ef5j 833.0 900.0
1979 Per capita GNP: $380 a/ IDA 260.0 520.0 d/ 600.0 d/
Total 81l4.4 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) 17.7015.3) 19.6(16.3)
IDA 3.4 (4.4) 6.8 (5.9) 7.8 (6.5)

a/  World Bank Atlas, 1980.

b/  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 +97%
Current $ million 1,260.0 1.353.0 +77%
Constant FY81 Commitment $ 1,099.6 1.370.8 +67

Per capita per annum
(Constant FY81 Commitment $) 14.4 153 +67%



COUNTRY PROGRAM PAPER

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 highest 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, tramsport,
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
Ad justment lending operations amounting to $250 million or 177% 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 transportatiom. 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
ad justment credits and would review whether a reduction in project lending
would be appropriate.



A. Introduction

15 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. & 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 107
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 Govermment 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.

5 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. 1In 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 creationm, 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 47% 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 Govermment 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 ad justed
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. O0il accounted for more than 80% of
total modern sector energy consumption (i.e., excluding fuel wood and char-
coal, the traditional sources of emergy), 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%Z 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

ma jor 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 1980/8l1. 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. 1In 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 emergy) 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.
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Table 1: EXTERNAL CAPITAL REQUIREMENTS AND THEIR FINANCING

1981-85
USS million %
Current Account Deficit 3,342 64
Amortization 1,522 29
Reserve Increase 325 7
Total 54189 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%7 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. OQur
major objectives were to help the Government sustain a reasomable 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.

R 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

ad justment 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 7129 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 )/
4. Disbursement rate (3 + 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:—j

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 I 18 15:73

1/ Of which $55.0 under Structural Adjustment Credit.
gj Excludes exchange adjustments on IDA credits.

3/ Excludes IFC loans.

_l‘:"-[-
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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
balance, it 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;

(¢) 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 Govermment 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 least 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 operatioms 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 Govermment”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 277% 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 4.37% 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, onme 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 377% of the lending
program), to $561.5 million (417%Z), 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 initiatives 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

6l. 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 10 371
2. Industry 140.0 9.3 3 11.1
3. Social Services 240.0 16.0 6 22,2
4. Infrastructure 385.0 2557 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. 1In 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 comnection 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

1. 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.

795 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.
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KENYA: ACTUAL AND PROPOSED_VROGRAM OF LENDING OPERATIONS THROUGH FYB6
(5 Million)
Through Actual Current Program _gg_n_L_U _‘rl:_ui_” _Total _Total Resorve
Y75 FY76 v FY7E F¥79 FYa0 FYB1 FYs2 Fi83 FY84 FY85 FYBE& FY71-15 FY76-80~ FY81-B5 FY82-86 Projects
Apricul ture
Agricultural Credic I IDA 3.6
Agriculteral Credit IT IDA 6.0
Agricultural Credit ITI  TW/IDA 5.0/20.0
Apricultural Credit IV TERD,'IDA 25.0/10.0
Agricultural Credit V DA 50.u
Apric, Processing TTL 1ERD 50.0%
Cotton Processing ¥
& Marketing IDA 30.0
Cotton Produecion 1na 15.0
Fisheries I oA 10.0
Integrated dgri. Dev. T  TW/IDA 10.0/10.0
Integrated Agri. Dev. II IDA 46.0 *
Integrited Agri. Dew, ILIL IDA 55.0
Intogroted Agri. Dew, IV DA 50.0
Narok Agricultural Dev, I LHHD 13.0
Marob Agric. Dev. II Ik 20.0(FY85)
Group Farme Rehab. LBRT IDA 7.5/1.5 *
Grafn Marketing 1A 55.0
Irrigation E(Bura West)  THRD/IDA 34.0/6.0
Irvigation IT (Bura East) LERD 0.0
Tea Developmant T IA 1.8
Tea Developaont IT Toa 2.1
Tea Roads InA 3.0
Tiea Factorles TERD 10.4 &
Smaliholder Coffee 104 27.0
Serlculture 164 L. b(FY83)
Sugar T ITRD 3.0
Sugar IT ImRD 72,0
Livestock 1 InA 3.6
Livestock IL REIAY 1.5
Livestosk IIT I 20, 0(FY86)
Farestry 1 LERD 2.6 1
Forestry II TARD/1DA 10.0/10.0 =
Forestry IIT IHRD 5.0
Land Bettlement T IERD B.4
Arid & Semi-Arid Areas I IDA 6.5
{Barinzo) -
Arid & Semi-prid Areas TD IDA 45,0
Agcicultural koads IDA 5.3
African Agriculture IBRD 5.6
Education
Fil tlon T DA 1.0
Education IT IDA 4.1
Education IIL TERD 10.0
Rlucation IV oA 23.0
Eduration V Ina 40.0
Education VI N 50.0
Indu
DFC THRD 5.0
pre 11 TBRD 10.0
DFC IIL IBRD 20,0
DFC IV THRD 30.0
brC VI THRD st
Small Scaie Industry I T 10.0
gyﬁ vt o i o 1880 45.0 i
nduste 2ada Asl IRRD :
‘L'.\dur.:rfr 11 {Leather) IERD 35.0(FY83)
Industey TIT (ficda Ash)  IRRD T0.0(F¥B5}
industry 1V (Cement) I BED A0-0{FYRR)
Saall Scale lodustzy 11 iGL L R | it i = | _20.04Fv8L
Population
Population I Iha 12.0
Population LL 10 40,0
Population TII IBRD/IDA 20/40
Encrpy & Water Supply
oteum Fxp, & Promotion IBRD 3.0
Rebinery 18kD 50.0
Power 1 THRD 23.0
Power 11 L#RD 63.0
Power IT1 {Olkarins TERD 3.0
Ceothermal)
Power LV 1BRD 85,0
Power ¥ IBRD/IDA 100.0 (FY 86)
Olkarta Geothermal LERD 9.0
Engincering
Waver Supply I (Nairobi) IERD 8.3
Watar Supply I1 (Coast) I#RD 35.0
Water Supply I1L (Nairobi) IBRD 3o.0
Rural Water Supply I IERD 20.0
Rural Water Supply IL 1DA 0.0
irbap Water Supaly |ﬁ5ﬂ 20 00L5¥81%
Wildlife and Tourism
Wildlife and Tourism I ™ 17.0
Transportation
Highways I 1A 4.3
Highwaya IT DA 10.7
Highways TII TBRD 23.5
Highways IV oA 22.0
Higloways V ORI 29,0
Hiphway Maintenance IDA 12,6
Highway Sector I 1BRD 90.0
Highway Sector IT 1BRD 90.0%
M1l Products Plpuline IBRD 20,0 g
Nairohi Adrport IRRD 29.0
Rural Accoss Roads IBRDSIDA 4.0/4.0
Railways IBRD 8.0
Railways IT THERD B0 0
Harbours IBRD 40, 0(FY84)
Telecomminicatlons
Telecom, 1 IBRD 20.0 50.0
Telecom. T1 IBRD =
Urban
Urbaa Development I TBRD /DA B.0O/B.0O
Urban Developmant I T8RO/ 1DA 25.0/25.0
Urban Transport 1BRD 30. 0w
Urhas Development IIL 1BRD 40.0
{small Towna)
Urban Deveclopment ¥ 181D 50.0(F{8S)
Structural Adjustment Lending
Program Loan IBRD 30.0
Structural Adj, Cr. I D& 35.0
Structural Adj. Cr. II IBRD/IDA 3. 0/85.0
Structural Adj, Cr. TIL IBRD/TDA RO/ 40
Structural Adi. Cr. IV 104 50.0 (FYAG]
Technicas Assistance oA 4.5
(Export Promotion}
Technical .ﬂ.sslstame{d\sril LA L5.0 == s =
LENDING PROGRAM THRIHTW 220.3 118.0  83.0/32.0 55.0 211.0 61,0 125.0 210.0 150.0 180.2 522.4 /32.0 833.0 900.0
oA 1483 =& 40.0 58,0 40,0 122.0 170.0 33.0 99,6 260.0 520.0 6000
Total 368.6 113.0 251.0 183,90 I50 50 79,8 Bli.4 13530 1500.0
Number » 4 7 4 7 7 3 5 5 7 5 18 75 27
{of which, IDA) (18) (-} (=) 2y (2) (5) I 2 2 z 1 ) (8} (9
Lending Program in Constant : : ? i g, o 5
FYaL Comaténsnt § 188.5 219.5 143.9 292.2 :I.Na.l!;‘Jll 133.0 215.4 232.3 292.9 237.2 5.4 % %] 1040.9 1170.8 1243.2
Comaitment Deflator (FYH1 = 130} 62.6 70.6 8.5 85.9 93.07 100.0 107.1 114.1 121.2 128.6 136.2
T it 30.0 105.0 1i°-° 80.0
oA 35.0 _95.0 5.0 0 o
Total 850 2000 M2 B0
Mumber @ ™ (3 )
L
1/ Excludes EAC
S} Includes NORAD participation EAN CPIA

3/ Estimated
* Standby projects

July #, 1981
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() = preliminary
ROTE:

The exchange adjustment of $8.6 million as of June 30,
The exchange adjustment of 539.8 million as of June 30, 1978 has been
The exchange adjustment of $56.9 million as of June 30,
The exchange adjustment of 566.3 million as of June 10, 1980 has been
Data not available on & country/agency basis after CY1976.

All data in this table reflect ¢/s amounts and transactions of

1979 has been

1577 hae been included in these figures with
included in these figures with an
included in these figures with an
included in these figures with an increase of $9.4 million

loans sold to Third Parties.

an increase of $5.0 million since FY76.

increase of $31.2 million since FI77.
{ncrease of 517,.1 million since FY78.
since FY79.

Through CURRENT
FY75 FY76 EY2? FY78 FY7139 FY3( FY81 Y82 FY83 FYB4 FYBS FYB6
Agric. and Rural Dev, 29.8 - 71.0 - 44,6 T 26.3 33.9 20.4 14.5 58.5 35.7
Enerpy 1/ - = - 3 - - o 1.6 - 10.5 -
Industry 1.4 B.5 12.9 8.8 - 16.4 - - 17.0 6.6 = 25,0
Power 6.2 - - 3.6 16.9 - - 22,6 - - -
Pop., lleal*h & Nurrition 3.3 - - - - - - 12.9 - & 22.6 -
Telecommunications - - - - 8.0 - - = 18.9 - - -
Transportation 41.0 - 5.2 - 35.9 - 43.6 = - 23.7 a 28.6
Urban Development 4.3 - - 44,2 - - - 9,7 15,1 & 18.9 -
Water Supply 2.3 i = 26.5 8.0 5 - - = - = 10.7
Other 11.7 8.5 11.0 20.4 - 32.5 30.1 41.9 - 44.7 - %
100.0 100.0 100,0 00,0 100.0 100.0 100,0 100.0 100.,0 100.0 100.0 100.0
RAME CROUP DISBURSEMENTS (Uss iillion)
138D o/s inel. undisbursed 212,2 3/ 322.7 bf 4A2.7 5/ 526.0 &/ 7.2 1 817.0 &/ #90.2 1014.1 1189.3 1395.5 i536.1 1641.,1
excl. undisbursed 83.3 3/ 158.4 & 195.7 5/ 260.9 6/ 319.8 1/ 362.8 B/ 408.3 520.1 650.5 776.7 938.6 1071.3
IPRD Gross Disbursements kit 79.0 i | 3 4647 42.6 55.2 1216 150.4 153.0 203.2 b o
less amurtization 7.0 1.2 0.9 o,k 4.7 9.9 11.0 15.8 20.0 28.8 39,3 45.0
equals: net disbursements 77.1 77.8 32.2 RIS | 41.8 33.6 44,2 111.8 130.4 124.2 163 .9 132.7
less; Interests & charges YhoX 11.7 13.2 19,2 3.7 28.9 2.6 7.6 48.0 59,7 74.2 a0, 1
equals: net transfer 63.0 66.1 19.0 14.9 18.1 4.7 11.6 4.2 82.4 64.5 89.7 42.6
IBRD/IDA Gross Disbursements 154.0 50.3 46.3 57.0 68.7 60.3 126.53 219.0 265.0 216.8 297 .7 269.3
less: amortization 7.1 1.3 1.1 L,7 3.9 9.5 11.6 16.5 20.9 29.9 40.9 LE=7
equals: net disbursements 146.9 49.0 45.2 52.3 64.8 50.8 114.7 202.5 244.1 186.9 256.8 222.6
less: interest & charges 32.3 12.3 3.9 20.0 20.3 26.9 33.8 39.4 50.5 63.0 78.0 135.1
equals: net transfer 114.6 T6.7 9 32.3 44,5 20.9 80.9 163.1 193.6 123.9 178 .8 B1.5
Actual g Projected
cY 1975 1976 1977 1978 1979 1280 1981 1982 1983 1584 1983 REELE
1BRD EXPOSURE (%)
1BRD Disbursements/Total 41.9 37.0 44.5 14.6 10.7 9.9 2.1 15@9 25.4 16.6 15.4 15,2
Gross Disbursements
IBRD DOD.Total DOD 18.6 24,2 37.7 25.2 22.2 18.4 20.3 20.5 22.7 22.6 22.4 21.3
1BRD Debt Service/Total
Debt Service 17.7 29.7 31.3 21.0 28.6 13.4 12.0 13.6 13.6 15.8 16.0 16,1
COMMITMENTS FROM OFFICTIAL SOURCES (USS Million)
Grants
Total Grants 95.1 1106  161.7 3 157.7 3/
Germany, Fed. Rep. of 1.8 113
Netherlands 8.0 110
Norway 9.3 8.9
Sweden 14.8 0.0
United Kingdon 12.8 5T
United States 5.0 7.0
European Dev. Fund 5.7 0.8
Other 28.7 25.9
Concessional Loans
Total Bilateral 6.2 1540 65.7 151.5 101.1
Canada 0.8 - 1.0 - 58.1
Denmark - 8.3 - 16.3 -
France - - - 11.1 -
Germany, Fed. Rep. of 16.6 5.4 8.3 41.0 39.6
Japan 16.5 - 2.8 16.1 -
Netherlands 20.0 - 28.1 19.5 -
Saudi Aratia ~ - = 25.7 =
United Kingdos 6.6 - 0.1 - -
United States 13.5 - 24.0 20.2 3.4
Other 2.0 1.3 1.4 1.6 -
Total twltilateral el 46.0 85.0 10d.1 56.1
African Dev. Fund - - - - 10.3
BADEA/ABEDA - 5.0 - - -
European Dev. Fund - - 30.0 - -
European Invest. Bank - - - 15.3 -
IBRD - 27.0 5.0 - -
1oA 2545 14.0 36.0 Gl.u 27.0
IMF Trust Fund - - 6.0 18.5 18.8
OPEC Special Fund - - 8.0 5.3 -
Other 7.2 - - - -
Mon-concessional Loans
Tatal Dilateral 1745 0.4 3.3 22.4 32.3
Germany, Fed. Rep. of - 4.2 - -
India - 2.6 - - 2.5
Japan 2.5 - - -
Netherlanis 1.8 - - -
United Kingdom - 11.0 16.3 29.8
United States 15.0 0.8 1.6 6.1 -
Total Multilateral 193.5 2.7 102.0 161.1 123.4
African Dev. Bank - 3.5 5.8 5.1 643
European Invest. Bank - 2.2 17.2 - 6.9
1BRD 193.5 4.0 79.0 156.0 110.0
10/
TOTAL COMMITMENTS 415.0 201.7  397.7 502.8  (312.9) (492.3)
Coal projects should be ¢lassified in the energy seciloT.
As of the end of the fiascal year.
The exchange adjustment of $6.2 million as of June 30, 1975 has been included in these figures.
The exchange adjustment of $3.6 million as of June 30, 1976 has been inciuded in these figures with audicrease of $2.6 million since FY73.

TOTAL TOTAL TOTAL TOTAL
FY71-75 FYT6-E0 FYR1-8% FYRZ-8h
26.1 34.9 31.0 32.3

= - 3.3 3.0
1.8 B.6 S 9.3
8.2 12.6 &b 4.0
4a3 5 7.4 6.7
- 2.5 3.7 3.3
40,2 12.0 10.9 11.3
5.7 6.1 8.9 8.0
3.0 10.4 & 2.0
10.7 13.4 s 25.1 20.0
100.0 mng.n 100.0 100.0
75.2 239.9 B89 .4 811.9
1.9 L4 114.9 148.9
7.7 219.5 574.5 663.0
o % 96.7 252.1 309.6
6l.8 122.8 322.4 353.4
115.3 322.% 1124.B 1267.8
1.6 20.5 119.8 154.9
113.7 30241 1005.0 1112.9
13.8 96,4 264.,7 366.0
99.9 205.7 740.3 146.9

EAN CPIA

July 8, 1981
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EENYA: CUMULATIVE ESTIMATED AND ACTTAL DISSURSEMENTS ON _LOANS AND CREDLITS
{3 millions)
Aa of June 10, 1980
hmount Daca:

= Origioal = Approved rre7e
- Capcslled = Signed Closing Forecast

Project & No. - Nt = Effsctive Dats Date POTN: L Zs o il o 08 BT . 1T . dd FY'8)  FY'As FT'85 Fe'86

lural Access w.d LT Orig: 5/30/81 & 2T l.2 1.8 2.3 L3 b 1.4 MO - - - - - - -
ioads - M oATe Rav: ! 5/30/7% - = - = = - - - =3 2.4 a0 = = -
ap L3053 ] 10 H1e age: - - - - - - = - -
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Projeec - WLS/TT dav: - 10/21/7% - ol = - = - 7.8 8.5 9.3 i8.0 6.0 5.0 - - - -
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Third lodustrial 0.3 3430477 orig: 1 us2 5/ /7T L.& 2.8 4.1 5.5 T.0 8.6 10.2 L11.8 13.3 20.0 . - - A - =
Swvelopmant = 5/22/77 dav: - - - - - - - - - - - - - - - - - -
134D 1438 m.0 w/rTT Actt - - - i 1.7 2.2 &5 3l Al 59 BB

Irrigacion 8.0 8 1T orig:  &/30/8a & 17 5.2 4.0 - - - - - - - - - - - - - -
Profject - 8/22/77 Ravi - 10/16/79 = - - - - - - 4.0 5.5 6.0 5.0 4.0 8.0 - - -
ioa 722 8.0 &/27/78 Asti = = - -3 -3 6 Ll 1.6 L6 2.6 L& .

lrrigacion Ja.0 al 117 orig: 6/ 30/84 8/ T/T7 = 1.6 4.0 5.5 9.3 12.1 149 18.0 1.1 8.5 4.0 m - = s =
Pra ject - 822477 Rav: - 10/16/79 - - - - - - = - 5.2 17.5 7.1 2.1 3a.0 - - -
IBRD Léa3 T/ 34.0 &/27/78 Aet: - - - - - - - - - - -

Small Scald 10.0 1L/ 22/77 orig: 12/31/82 10431477 - b l.é a3 e 5.5 6.3 LD 9.6 10.0 = = - - =
Zaduscry . 11/ 8477 dav: - 5 378 . = IS T O B 7 | 1.6 &S5 34 62 5.3 10.0 = - - - !
Da 730 0.0 6/26/78 At - - - = - - - - - 1 o

Second Yacar 0.0 L1478 orpig: Ll2/31/82 1/23/78 = - ol 7 .0 %5 5.0 7.5 i0.0 .o 8.0 30.0 = = - -
Sunply = ¥/ 78 Rav: - 1/14/80 = = = = e ol 1.3 L5 &0 15.4 .0 0.0 ol = - p
ISRD 1520 .0 12/20/78 At = - B - L L. - - 1.5 1.3 .7

Second 5.0 41878 orig: 12/31/83 3/23/78 = - b Ll LT .7 33 5.9 &9 15.0 = = - = - =
Urban & 5/ /78 Rav: - - - - - - - - - - - - - - - - -
o4 791 5.0 1/ 378 act: - - ad - - - = - - - o

Sacond 5.0 +/18/78 orig: L1/31/83 3/23/78 = = - = - - = = - 3.3 .6 4.0 - = = -
Uroan - 5 5/78 Gaw: - - - - - - - - - - - - - - - - - -
1380 1550 &/ 5.0 10/ 378 sct: - - - - - - - - - - -

Fourth 3.0 3 3478 orig: 12/11/82 4/17/78 - = - .3 T 1.3 .3 L3 Al 17.3 22.3 3.0 ) ot = -
Zducation o 8/ 7/78 Rew: = 4/22/80 - - - i - - - - 1. 10.0 0.2 3.0 - od = =
Dk 737 3.3 B/25/78 Ace: - = ' - = - - ] 7 -9 L.0

Olkazris Geothermal 3.0 10/31/78 oeig: &/30/31 10/31/78 . - - = - = = - - = = - = - - -
Zopglceeriog = iz L/7s Rave - - - - - - - - - - - - - - - - - -
I3RD 3-12 2.0 5 &/30/79 har: - - - - - - - 2.0 L5 LB A3

72.0 L2/ 5/78 Orig: 373185 11/17/78 - - = .3 1.8 L2 3.7 5.9 1.7 al.0 9.7 7.2 7.2 - -
. 12°20/78 Rav: - 10431479 L3 1.2 5.7 2.3 12.7 16.7 0.7 4.8 3.1 59.7 6l.7® o i = -
7.0 3/20/79 Aot - - - - - - - - - - 1.6

fural Jatar 0.0 12/ 5/73 Jrig: T L/83 10/31/78 - - - = - o2 Pt ] -3 1.1 4.0 7 ide? 9.1 0.2 ° = =
Suaaly = 11/20/78 2av: - 141379 - - - =, - - = " - 2.0 1.0 15.7 9.1 0.0 - 1
L3AD 1237 0.3 1 24/30 At o = - = - o w L - -1 i

Harce Agriculeural S ) 12} 517 origs  L2/31/83 30478 - = e - - 2 .4 .3 l.8 5.2 %L ii.5 P = - -
Sevalopment = i2/30778 v - - - - = - - - - - - - - - - - -

DA 333 3.0 a/28/79 her: - - - - - - - - - - -

Firac 3.0 rig: EYRLTLE] ! 5179 - ) - = i - - = 1.3 F ey ) B = =

Telecommunizaclons o Aav: - 10/ 18/ 79 =) o, = = e 5] - = L.2 15.3 e -1 0.0 =
IBRD 1880 RE 0.0 s - - - - - - - - - - .9

dighway 0.0 ID/TY Trig: a/30/23 N 679 i - - ” - - 1.5 3.3 Saa 2.9 b d a7.n 15.3 .0 -
jectar = 4/ 30/73 Raw: = 1063479 - - = ok o - = . 2.8 “9.9 59,4 35,3 9.3 =
138D leds 30.2 6/12/79 Azt - - - - - - - - - - -

Saa lino Lder it.0 arig: 131434 5710/79 = = = = = " - -2 .. .2 e .2 7.3 il i =
Zaffeanoldar Laprovament o B, davt = ° = - - - - - - - - - - - - - - = =
DA 314 2.0 af 3/40 At : - - - - - - - - - -

Iad Integraced 0.0 L3 «i79 T H afl0/88  11/15/79 o = - = = iy s - - led 3.4 1.2 alad 8.2 =
Agriculturai Seve - «' 23 B0 Aav: - & 5/30 = - - -3 - - = - - i3 i M 130 ES M whad -

DA 359 Bl ¥.Z. Agt: - - - - - - - = & =2
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Attachment 2

LEINYA
Page 1 of 3
KENYA: CUMULATIVE ESTTMATED AND ACTUAL DISBURSEMENTS ON LCANS AND CREDITS
(5 millicns}
As of Juse 10, 1380
Amount : Sace:
= Origioal = Approved 19 i
- Cabcalled - Signed Closing  Forecast o Lasd.

Project & %o = et = Effective Date Data [ g ol M TR TR A 4 mn o Fadd b O a4 CUS o - TN ik | S 4 ik

Raringe Pilot 8.3 12/1/79 orig: 10/11/84 11/12/79 - - - - - - od e & L.8 3.a San 6.5 = - -
Semi-arid Areas = /11780 Lav: - - - - - - - - - - - - - - - - -
DA 962 L afL0/80 Acel - - - - - -

Olkaria 0.0 1/22/30 oeig: 12/31,83 12/20/79 = - - i - - e = 1.0 4.0 1.2 8.0 #0.0 - i -
Towar = 4{23/80 Rav: = = - - - - - - - - - - - - - - - -
13D 1792 0.0 H.E. Ak - - - - - - - - - -

Fourth Ilodustrial 0.2 3/15/80 drig: L2/IL/E3 1/18/30 - = - - - =- cx - - 1.7 T4 172 8.1 9.6 - -
Dmvelopment lank - 4/16/80 Raw: = - - - - - - - - - - - - - - - - -
138D 1817 0.0 2.5 Act: - - - - - - - - & - e

3eructurel 53.3 3/25/80 orig:  9/30/80 11/80 - - - - - - - - - 55.0 - - - - - -
Ad juscmant - &/10/80 dev: - - - - - - - - - - - - - - - - - -
Da 999 ¥/ 55.0 & 9/80 PP - - - ) - - I - - = -

Zxport Promotion 4k 6/12/8C orig:  6/10/85 s/u/so - = S5 - = = - - - -3 1.5 3.0 a3 - = =
Techalcal Assistazce o = Rav: = - - - - - - - - - - - - - - - - -
IDA L0435 a5 - AcE: - - - - - - - - - - -

Fiaheciss 10.0 5/ 24/B0 9/30/87 & 4/90 - - = - i = - o - ad -3 .9 $ - 5.3 7.5 0.0
Projact - - - - - - - - - - - - - - - - - - - =
IDa 1051 10.0 - - - - - - - - - - - -

Salance lndscermioate.

To be disbursed after Credir 337 KE.

To ba disbursed after Cradic 343 EE.

HORAD Crant Participatios to be disbursed fizsc, <hem tha Cradit 563 EE ia full, thea tha balance of 1132 B for 53.33.

aftar Cradit 350 KX,

after Crediz a3l IE.

after Crediz #91 TZ.

afcer Crediz i1 EE.

afear Credic Tl TE. Coucrollec's
Jolmt wiza EEC 5é. /13780




= J2 = Attachment 3a

Page 1
TABLE 3A
KENYA = SOCIAL INDICATORS DATA SHEET
. KENYA REFERENCE GROUPS (WEIGHTED AVE ES

LAND AKEA (THOUSAND SU. EM.) = MOST RECENT ESTIMATE

TuUTAL 582.6 MOST RECENT MIDDLE INCOME MIDDLE INCOME

AGRICULTURAL 6U. &4 1960 /b 1970 /b ESTIMATE /b AFRICA S0UTH OF SAHARA LATIN AMERICA & CARIBEEAN
GNP PER CAPITA (USS) 100.0 170.0 380.0 794.2 161642
ENERGY CUNSUMPTIUN PER CAPITA

(KILUGRAMS UF CUAL EQUIVALENT) 150.4 122.1 180.1 707.5 1324.1
PUPULATLUN AND VITAL STATISTICS

PUPULATION, MIL-YEAR (THUUSANDS) B8189.0 11253.0 15274.0 . .

UKBAN PUPULATIUN (PERCENT OF TOTAL) 7.4 10.2 13.8 27.7 64,2

PUPULATIUN PRUJECTIUNS

PUPULATION IN YEAR 2000 (MILLIONS) 34.1 . .
STATIUNARY POPULATION (MILLIONS) 109.0 . o
YEAR STATIUNARY POPULATION 15 REACHED 2095 \ . .
PUPULATION DENSITY

PER 5(Q. KM. lé. L 19.3 26.2 35.0 34.3
PER 5(. KM. AGRICULTURAL LAND 145.2 191.4 244.4 130.7 94.5

PUPULATIUN AGE STRUCTURE (PERCENT)
O=14 IRS. 47.6 48.9 50.0 46.0 40.7
15=64 YKS. 49.8 48.6 47.6 51.2 55.3
65 YHS. AND ABUVE 1.6 2.5 2.4 2.8 4.0
PUPULATIUN GROWTH RATE (PERCENT)

TUTAL 2.4 3.2 3.9 2.8 2.4

URBAN 5.2 LI 6.8 5.1 3.7
CHUDE BLRTH RATE (PER THOUSAND) 52.0 52.7 51.3 46.9 3l.4
CRUDE DEATH RATE (PER THOUSAND) 24.0 17.5 13.4 15.8 B.4
GRUSS REPRUDUCTIUN HATE 3.6 3.8 3.8 3.2 2:3
FAMILY PLANNING

ACCEPTURS, ANNUAL (THOUSANDS) we 30.9 61.0 . 0

USERS (PERCENT OF MARRLED WOMEN) .e L.U .e .e M

FUUL AND NUTRITIUN

INDEX UF FUUD PRUDUCTIUN

PER CAPLTA (l969=71=100) 99.0 100.0 86.0 89.9 108.3
PER CAPITA SUPPLY UF

CALURIES (PERCENT UF

REQUIREMENTS) 99.0 99.0 88.0 92.3 107.6
PRUTEINS (GRAMS PER DAY) 70.0 68.0 52.0 52.8 65.8
UF WHICH ANIMAL AND PULSE 29.0 28.0 20.0 16.1 34.0
CHILLD (AGES l-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 Ghd.l
INFANT MURTALITY RATE (PER
THUUS AND ) 126.0/¢c 119.0 91.0 o 70.9
AUUESS TU SAFE WATER (PERCENT UF
PUPULATIUN)

TUTAL we 15.0 17.0 27.4 65.7

UK BAN .e 100.0 100.0 74.3 79.7

RURAL .e 2.0 4.0 12.6 43.9

ACCESS TU EXCHETA DISPusAL (PERCENT
UF PUPULATIUN)

TUTAL .e 50.0 55.0 we 59.9

URBAN .e 85.0 98.0 s 75.7

RURAL .s 45.0 48.0 .e 30.4
POPULATIUN PER PHYSICIAN 10690. 6 7830.9/d 11625.2/d LiBss.l 1728.2
BOPULATIUN PER NURSING PERSUN 2230.0/e,d 1474.1/d LUBS.7/d 1898.6 1288.2
PUPULATIUN PER HUSPITAL BED

TUTAL B07.0/c 774.1 770.8 1028.4 471.2

URBAN ae .o 602.1 423.0 558.0

RURAL .. .e 302.8 3543.2 as
ADMISSIUNS PER HUSPITAL BED .o . P v it

HUUS ING
AVERAGE SIZE UF HOUSEHOLD

TUTAL .e 4o 7 e .e .e

URBAN s [ .e - e

RURAL e Ge 5 e e
AVERAGE NUMBER UF PERSONS PER RUUM

TUTAL .o i e i v

URBAN 2.5f¢c & i as .

RURAL . . .o va e

ACCLESS Tu ELECTRICLITY (PERCENT

UF UWELLLNGS)
TUTAL A e e e e
URBAN - - e . .

AUsAL . .. . e
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Page 2
TABLE 3A
KENYA - SOCIAL INDICATORS DATA SHEET
KENYA REFERENCE GROUPS (WEIGHTED AVEBAGES
- MOST RECENT ESTIMATE)—
MOST RECENT —WIDDLE INCOME _ WIDDLE INCOHE
1960 /b 1970 /b ESTIMATE /b  AFRICA SOUTH OF SAHARA LATIN AMERICA & CARIBBEAN
EDUCATION
“ADJUSTED ENROLLMENT RATIOS
PRIMARY: TOTAL 47.0 50.0 99.0 73.7 101.7
MALE 4.0 70.0 105.0 6.8 103.0
FEMALE 0.0 49.0 94.0 9.0 101.5
SECONDARY:  TOTAL 2.0 8.0 18.0 1642 5.3
MALE 3.0 12.0 22.0 25.3 34,9
FEMALE 2.0 5.0 16.0 14.8 5.5
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 25.0 23.6 15.7
ADULT LITERACY RATE (PERCENT) 20.0/c 0.0 45.0 - 30.0
CONSUMPTION
PASSENGER CARS PER THOUSAND
POPULATION 8.0 8.5 8.0 2.3 42.6
RADIO RECEIVERS PER THOUSAND
POPULATION 7.0 Lhod 6.8 59.0 215.0
TV RECEIVERS PER THOUSAND
POPULATION ' 0.3 1.4 4.2 8.0 39.0
NEWSPAPER ("DAILY GEWERAL
INTEREST") CIRCULATION PER
THOUSAND POPULATION 13.0 13.8 11.2 20.2 52.8
CINEMA AMNUAL ATTENDANCE (PER CAPITA 1.0 v 4 0.7 3.2
LABOR FORCE
TOTAL LABOR FORCE (THOUSANDS) 3299.8 4319.7  5530.0 § ‘
FEMALE (PERCENT) 34.5 .3 13,5 36.7 2.6
AGRICULTURE (PERCENT) 36.0 32.0 8.4 56-6 35.0
INDUSTRY (PERCENT) 5.0 7.0 9.6 17.5 3.2
PARTICIPATION RATE (PERCENT)
TOTAL 40.3 8.4 36.2 37.2 3.8
MALE 53.3 50.9 48.5 47.1 49.0
FEMALE 27.5 26.1 4.1 27.5 14.6
ZCONOMIC DEPENDENCY RATIO 1.2 1.3 1ok 1.3 1.4
INCOME DISTRIBUTION
~ PERCENT OF PRIVAIE LNCOME
RECEIVED BY
4IGHEST 5 PERCENT OF HOUSEHOLDS . 20.2/e . . o
HIGHEST 20 PERCENT OF HOUSEHOLDS .. 52.6/e . .o v
LOWEST 20 PERCENT OF HOUSEHOLDS .- 3.9/ a . o
LOWEST 40 PERCENT OF HOUSEHOLDS . 11.77e .- . o
POVERTY TARGET GROUPS
TSTIMATED ABSOLUTE POVERTY INCOME
LEVEL (US§ PER CAPITA)
URBAN w o 150.0 81.2 e
RURAL o e 112.0 156.2 187.6
SSTIMATED RELATIVE POVERTY INCOME
LEVEL (USS PER CAPITA)
URBAN . “ 179.90 33443 513.6
RURAL © e . 106.0 137.6 362.2
ESTIMATED POPULATION 3ELOW ABSOLUTE
POVERTY INCOME LEVEL (PERCENT)
URBAN . " 10.0 = o
RURAL . e 55.0 o o
+s Mot available
. Mot applicable.
40TES

/a The group averages for each lndicator aire population—weighced arithmetic neans. Coverage of countries

among the indicacors depends on availabiliry of daca and is not uniform.

/b Unless otherwise noted, daca for 1960 refer Co any year serween 1959 and 1961; for 1970, berween 1569
and 1971; and for Mosc Recent Zstimate, bdetween 1376 and L379.

fc 1962; /d Regiscered, aot ail practicing in the country; /e Urban only.
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DEFINETIONS OF SOCIAL INDICATORS

Yiotes: Although the daca are drawn from sources generally judged the most authoritarive and reliable, it should also be noted that they may not e incer-
nationally comparable because of the lack of standardized definicions and concepes used by different countries in collecting the daca. The data are, nons=
thaleas, useful to describa orders of magnictude, indicate crends, and characterize certain major differences herween councries.

The referance groups are (1) che same councry group of the subject councry and (2] a counery group with somewhs: higher average income chan che counEry Froup
of the subject country (except for "Capital Surplus 0il Exporce group where "Middle Income North Africa and Middle Ease” s chosen because of scronger
socio=-cultural affinities). In the reference group daca tha averages are populacion weighted arithmeriz mesns for aach indicacor snd showm cnly whan
majority of che countries in a group has data for thac ind - Sinca the of countrizs among the [ndicacers depends on tna availabilley ot data
and im not uniform, caution musc be exercised in relacing aversges of coe indicacor to another, These averages are only usetul in comparing che value of

one indicator at a time among the countty and Teference groups.

LAND AREA (rhousand sq.ka.)
Total - Toral surface area zomprising land area and inland waters.
Agriculstural - Estimate of agricultural area used temporarily or permanencly
for crops, pastures, marker and kictchen gardenas ar to lie fallow; 1978 daca.

GNP PER CAPITA (US$) - GNP per capica estimates at current =markac prices, cal-
culated by same conversion mechod as World Bank Aclas (1977-79 basis); L3960,
1370, and 1379 data.

IMERCY CCNSUMPTION PER CAPITA - Annual consumption of commercial snergy (coal
and lignite, petroleum, natural gas and hydro-, nuclear and geothermal alac-
triciey) ia kilograms of coal equivalent per capita; 1960, 1970, and 1979
daca.

POPULATION AND VITAL STATISTICS

Iotal Fopulacion, Mid-Vear (thousands) - As of July 1; 1960, 1970, and 1379
daca.

Urban Populacion (percent of total) - Racio of urban to tozal population;
differenc definitions of ucban areas may affect comparabiliey of data
among councries; 1960, 1970, and 1979 data.

Fopulaticn Projecticns
Population in year 1000 - Current population projections are based on 1980

cotal population by age and sex and thelir morcalicy and fercility races.
Projection parameters for mortality rates comprise of three levels assus-
ing life ac birth 1 with country's per capita income
leval, and fsmale lifa axpectancy stabilizing at 77.5 years. The para-
mecers for farcility race also have three lavels assuming decline in
fartility according to inccme level and past family planning performance.
Each country is then assignad one of chese aine combinacions of mortalicy
and fartilicy crends for projaccion purposes.

Stacionary population - In a stationary population chare i3 no growth since
che birth rate is equal co the death rate, and also the age structure re-
maine constant. This i3 achieved only after Fertility ra decline to
the replacement level of unit net reproduction rate, whan sach generation
of women replaces itself exaccly. The scationary population sizs was
esrimated on the basis of the projected characteriscics of the populacion
in the year 1000, and the rate of decline of fertility rate to replace=
ment level.

Faar staciomary population is reached - The year when statlcnary population
size has been reached.

Population Demsicy
Par 3g, km. - Mid-year population per square kilomecer (100 hectares) of

total area; 1960, 1970 and 1979 daca.

Par . k=, agriculcural land - Computed as above for agricultural land
anly; 1960, 1970 and 1378 data.

Populacion Age Structurs (percent) - Children (0-14 years), working-age (15-
%4 years), and tatired (563 years and over) as percentages of mid-year popu-
latiom; 1960, 1970, and 1979 daca.

Population Growth Rate (percent) —total - Annual growth races of cotal mid-
year populations for L950-50, 1960-70, and 1970-79.

Population Growth Bate (percent) - urban - Asnual groweh rates of urban popu-
lations for 1950-60, 1960-70, and 1970-79.

Crude Birth Rate (per thousand} - Annual live birchs per thousand of aid-year
sopulation; 1960, 1970, and 1979 daca.

Crude Death Rate (per thousand) - Annual deachs per chousands of ald-year
population; 1560, 1970, and 1379 data.

Gross Reproduction Rate - Average number of daughrers s woman will bear in
her normal reproductive period if she experiences present age-specific fer-
:l.u:y un usually five-year .wlrasn ending In 1960, 1970, and 1979.

E; a = Acceptors, Asnu a) - Annual aumber of accepeors
0! btr:h«wo:rnl devices under mpl:el of pacional family planning program.

amily Planning - Users (percent of sarried women) - Percentage of married

women of child-bearing age (l3-44 years) who use birth-control devices o

a1l married wvomen in same age Zroup.

FOOD AND WUTRITION
Index of Food Production per Capita (1969-71=100) - Iadex of per capita annual
production of all Eood cosmodicies. Production excludes seed and feed and
is on calendar year basis. Cosmodicies cover primary goods (e.g. sugarcane
instead of sugar) which are edible and concain nutrieacs (e.g. coffea and
tea are excluded). Aggregate production of each country ia based ca
national average producer price weighes; 1961-65, 1970, and 1579 daca.

Per capita suppiy of zalorias (percent of reguirements) - Computed Erom
anergy equivaleat of net food supplies available in country per capita
per day. Awvailabla supplias comprise domsstic produccion, imporcs lass
axports, and changes in sctock. Net supplies exclude animal faed, sesds,
quantities used in food processing, and logses in discribution. Reguire-
ments were estimated by FAQ based on shysiclogical needs for normal acei-
vity and health considering environmencal tesperature, bedy weights, age
and sex distribution of popularion, and allowing 10 percenc for wasee at
nousehold level; 1961-53, 1370, and 1977 daca.

T capita supply of protein (grams per day} - Frocein content of per capieca
aet supply of food per day. Her supply of foed ia defined as above. Re-
quirements for all countries established by USDA provide for minimum
allowance of 60 grams of tocal proctein per day and 20 grams of animal and
pulse protein, of which 10 grams should be sni=al protein. These stand-
ards are lowsr than those of 75 grame of coral protein and 23 grams of
animal protein as an average for the world, groposed by FAD in che Third
World Food Survey; l%l‘éiv 1970 and 1977 data.
from animal and pulse - Protedn supply of food da-
rived from animals iM pulses in grams per day; 1961-65, 1970 and 1377 daca.
Child (ages 1-4) Mortality Race (per thousand) - innual deaths par chousand im
age group l-4 years, o childrem in this age gfoup; for most devaloping coun-
cries caca derived from life tables; 1960, 1370 and 1379 data.

HYEALTH

Life Expecraney ac 3irth (years) - Average number of years of Lifs remaining
ac %irch; 1960, 15970 and 1379 daca.
Infane Mprralicy Race (per thousand) - Annual deaths of infants under one year

of age par chousand live birch

2

ber of pacple {total, urban, and rural) with reasonable access to safe

vacer supply (includes treated surface waters or but

water such as that from protecced boreholes, springs, and sanitary wells) as

af their populations. In an urban area a public
fountain or scandpost located not more than 100 meters from-a houde =ay be
considered as being within reascnable access of that house. In rural areas
reasonable iccess would [mply chat che housewifis or meabers of che househeld
do not have to spend a dispropercionata part of che day in ferching che
family's water needs.

Access to Excreca Disposal (percent of populatiom - socal, urban, and rural -
Sumber of pecple (total, urbam, and rural) served by excreta disposal aa
parcentagas of cheir respective populations. Excreta disposal may laclude
the collection and n.uaoul.. with or withour trearmenc, of human exereca
and by ot the use of pit privies and simis
Lar inscallacions.

Populacion par Physician - Population divided by number of praccicing physi-
ciana qualified from a =madical school at university level.

Fopulation per Sursing Parson - Population divided by number of praccicing
male and female graquate nurses, practical nurses, and assistant nursed.

Dopulacion per Hesploal Jed - coral, urbar, smd rural - Population (total,
urban, ina rural) divided by thier respeccive numbar oi hospital beds
available in public and priva genearal and specialized hospiral and re-
habilitation centers. Hospitals are escablishments permanently scaffed
by ar leasgt sna physizian. Eacablishments providing principally cuses-
dial care ars nor included, Bural hospitals, sowever, izelude health
and medical cesters not permaneatly acaffed by a shysfclan (but by a
aedical assistant, nurse, aidwife, etc.) which offer in-patient accommo=
darion and provide a limiced range of medical facilicies. For stacis-
tical purposes urban hospicals include WAOs principal/general hospita
and tural hospitals Local ot rural hospitals and medical and maternity
cencers. Specialized hospitals are included only under total.

Admiseicns per Hogpical 3ed - Total nusber of admissionsa to or discharges
from hospitals divided by the aumber of beds.

HOUSTHG
Averaga Size of Household (persons per household) - ctotal, urbam, 3nd ruzal -
A household 2onsisrs of a Froup of individuals who shara living juaters
and their main meals. A boarder or ledger =ay or may net De included in
che heusenald for scacistical purposes.
sversge number of parsons per rocm =~ toctal, urban, and rural - Average nus—
ber of persons per room im all urbanm, and rural cccupied convantional
dwallings, tespectively. OIwellinga exclude non-permanant acructures and
unoccupied parcs.
Access to Elecericity {percene of dwellinge) - tocal, urban, and rural -
Conventional dwellings with electricity in living quarters ae percentage
of tocal, urban, and rural dwellings respectively.

EDUCATION
Adjuscad Enrollment Bacios

Primary school - total, male and female - Gross total, male and female
anrollment of all ages at che primary level as percentages of respective
primary school-age populations; normally includes children aged &-11
vears but adjusted for different lengths of primary aducacion; for
countries with universal educacion enrollment aay exceed 100 percent
since some pupils are below or sbove the officisl school age.

Secondary school - toral, male and female - Compucted as above;
education requires at least four years of approved primary lﬂltwutuu.
provides general, vocarisnal, or tescher training instructions for pupils
usually of 12 to 17 years of age; corraspondence courses are generally
excluded.

Vocational enrollment (percent of secondary) - Vocational inscitutions
imclude technizal, industrial, or ocher which op te 1
antly or as deparrmencs of sacondary insricucions.

Pupil-teacher catio - prisa. and secondary - Total students emrclled in
primary and secondary levels divided by numbers of tsachars in the
=orresponding levels.

Adule racy race (percenc) - Literace adults (able to read and write)
as a percentage of total adult population aged 15 years and over.

cuusm'rrml

er Car et thou a) - Pasasager cars comprise motor
yuru seating less chan eight persons; axcludes smbulances, hearses and
milicary vehicles.

Radio Receivers (per thousand lation) = All types of receivers for radioc
broadcascs to general public per thousand of populatiom; axcludes un-
licensed receivers in countries and in years when registration of radis
sets was in effect; data for cecent yeara may not be comparable sincs
sost countries abolished licensiag.

IV Recelve: Ehou opulation} = TV receivers for broadcast to
general public per thousand population; excludes unlicensed TV recedivers
in countties and in years when registracion of TV s was in effect.

Mewspaper Circulation (per thousand populacion) - Shows the average cir-
culacion of "daily genaral interesc newspape dafined as a perisdical
publicacion devoced primarily to recording general news. It is coosiderad
to ba "daily" {f ir appears at least four times a week.

Cineman Annual Attendance psr Capita per Year - Based on the number of
tickers sold during the year, including admissions to drive-in cinemas
and mobile units.

LABOR FORCE
Total Labor Force (thousands) - Economically scrive persons, including
armed forces and unemployed but excluding housewives, studencs, atc.,
covering populacicn of all ages. ODefinirions in various countries are
not zomparable; 1960, 1970 and 1979 data.
Female {percenc) - Famale labor force as percentage of tocal labor faorce.
Agriculture (percent) - Labor force in farming, foresctry, humeing and
hing as percencage of zotal labor force; 1960, 1970 and 1379 daca.

Induscry {percant} - Labor forte in mining, conscruction, manufaccuring
and alectricicty, wacer and gas ias percentage of total laber ferce; 1360,
1970 and 1979 daca.

Parziciparion Race (parcent) - tocal, =ale, and femals - Pactlcipation or
activicy rates ara computed as total, male, and female labor force as
percencages of total, mala and famale population of all ages raapecrtively;
1960, 1970, and 1379 daca. Thesa ara based on ILO's parcicipation rates
reflecring age-sex structure of the pepulation, and long time tremd. A
faw sscizaces are [rca nacional sources.

Eccnemic Dependency Aatio - Raclo of populacrion under 15 and 85 and over
co  che zozal laber farca.

IMCOME DISTRIBUTION
Barcentage of Privace Income {both in cash and kind) - Amceived by tichast
3 perceat, richest 10 perceac, poorest 0 parcent, and pooresc &0 percent

of households.

POVERTY TARGET CROUPS

fallowing inaces an very approximace oeasures of poverty levels,
and should be i with iderable caution.

Eatimatad sbsoluts Povercy Income Level (USS jar capita) - urban and rural -
Apsolute povercy inmcoma lavel is that income lovel balow which a minimal
autriricnally adequace diet plus essencial non-food requirements is not
affordabla.

Esrimaced Relarive Poverty Income Lavel (US§ per capita) - urban and rural -
Sural relacive poverry income lavel is cre=-chird of average per capita
personal income of che ccuncry. Crban lavel is derived from the rural
level with adjuscoent for higher cosc of living in urban areas.

Estimated Population Below Absclute Povercy [ncome Level (percene) - urhan
and tural - Parcent of population {urban and rural) who are "absoluta
poor”.

Zeonomic and Social Daca Dlvisicn
Zconomic Analysis and Projections Cepartment
May 1081
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National Accounts

THillfon US 5 at 1976 prices)
1. GDP

2. Gaina from TT

e GhY

4. Importe

5. Exports - Volume

b. Exporte = TT adjusted

7. Resource Gap - TT adjusted
8. Total Consumption

9. Investment

ld. National Savings
11. Domestic Savings

12. GDP at current U5 §

Sector Qutput
TShare of GDF at 1976 pricea)

le Manufacturing Industry
2. Agriculture

3. Other

Prices

1. Export Price Index
2. Import Price Index
3. Terms of Trade

4., GDP Deflator (US §)

5. Average Exchange Rate
(Us §/Kk)

Selected Indicators

1. ICOR
2. Import Elasticity

3. Average Domestlic Savings Rate
4. Average National Savings Rate
5. Marginal National Savings Rate

6. Imports/GDP
7. Investment/GDY
B. Resource Gap/GDY

Eﬁgloxﬂent
1. Labor Force Total

2. Wage Employment

Public Finance

KE million

1. Recurrent Revenue

2. Recurrent Expenditure

3. Recurrent Surplus

4, Development Project Earnings and
Uther Miscellaneous Receipts

5. Foreign CGrants

6. BSurplus Available for Financing

Development Expenditure
7. Development Expenditure

B. Overall Deficic

v

» Financing of the Deficit:
External Loans
Domestic:

Lung-term borrowing
Short-term borrowing
Grants

Changes in Cash Balance
(Increase = =)

1976

34741
3474.1
1103.2
1127.4
1127.4
24,2
27467
703.3
604.6
727.4

3474.1

16.2
37.9
45.9

100.0
100.0
100.0

100.0

2.3%0
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Economic Development Data Sheet

Actual . Preliminary Proisctad
1977 1978 1979 1730 1981 1985 1990
3767.0 4077.8 4176.0 4282.6 4405.5 5218.6 6759.4
+344.,5 +26.3 =17.6 -62.1 =106.1 =-15%9.0 =191.2
4111.5 4104,1 4158.6 4220.5 4229.5 5059.6 6568.2
1300.3 1621.4 1344,1 1413.0 1358.5 1467.5 1782.8
1094.4 1104.2 1045.4 1083.5 1151.1 1449.6 1949.1
1438.9 1130.5 1027.8 1021.3 1045.1 1250.6 1751.9
-138.6 490,9 316.3 391.7 1134 176.8 25.0
3021.1 3426.8 3610.1 3742.9 3718.5 4164.9 5198.0
951.8 1168.2 864.6 869.3 894.4 1071.5 1395.1
906.8 665.1 528.0 466,3 S5T.L 848.0 1334.1
1090.4 677.3 548.3 477.6 581.0 894.7 1370.2
4493.5 5324.1 6037.3 6912.4 7821.9 12030.6 19887.8
L
17.0 179 18.7 18.6 18.7 19.0 20.3
38.3 17.3 36.0 35.3 15,2 34.2 3.2
Lby .6 46,8 45.3 46.0 46.1 46, B 47.5
143.5 132.6 145,5 162,7 172.2 236.7 337.2
109.2 127.9 149.3 178.1 199.9 284,1 3%7.1
131.4 103.7 97.5 91.3 86.1 83.3 84.9
119.3 130.6 144.6 161.4 177.5 230.5 294.2
2.416 2,588 2.675 2.667
1972-76 1976-80 1981-85 1986-90
9.2 6.1 5.0 3.9
=, -0.3 0.1 0.7
20.0 17.7 15.9 19.8
17.8 15.9 5.1 19.0
2.41 -0.05 0.64 0.33
37.9 34,2 29.1 27.0
23.9 22.6 21.0 21.4
3.zl 5.0 5.1 1.6
1975 1976 1977 1978 1979
6,400,000 i L 2 A
819,100 857,500 902,900 911,600 972,300
1972/ 73 1973/ 74 1974775 1975/ 76 1976777
149.0 190.4 226.3 269,2 314.1
139.6 162.7 207.4 246.5 285.1
+9.4 277 +18.9 +22.4 +29,0
0.6 0.3 - - 6.4
0.5 3.2 8.2 7.0 10.5
10.5 31.5% 27.4 9.4 45.9
61.8 67.4 94.2 126.3 124.7
-51.3 -35.9 -66.8 -96.9 =-78.7
24.7 14.5 20.1 43,7 29.8
21.3 18.8 15.5% 52.8 25.0
6.8 2.9 12.7 32.5 29.7
0.02 - - - -
+1.5 +5.6 +18.4 +32.0 +5.8

Aversge Annual Rate of Growth

1972-76 1976-81 1981-85
3.2 4.9 4.3
1.9 b.b 4.2
=-3.2 4.3 2.0
5.8 0.4 5.9
=-0.8 =1.5 5.4
1.2 6.2 2.9
-3.2 4.9 4.6
=0.4 ~1.5 11.1
4.6 =b.4 1.4
13.8 1%.6 11.4
2.4 5.0 4.8
2,3 3.4 1.6
3.3 6.1 4.7
1.k 11.5 8.3
25.0 14.9 9.2
13.9 12,2 6.8
Provisional
1977/78 1978/79 1979780
471.4 490.,1 590.5
400,1 467.3 522.0
+71.3 +22,8 +68.5
0.8 0.5 0.3
9.0 13:3 18.1
81.1 36.6 86.9
190.2 220.3 236.9
-109.1 =183.7 -150.0
43.2 81.8 96.6
66.9 BB.6 36.6
-29.3 6B.5 16.8
-28.3 5533 =
EAN GRIA

June 8, 19381

1985-90

10.6

1978
Share of
GDP

100.0
0.6
100.6
39.8
27.1

27.7

28.6
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Constant 1976 Prices
(Milllona of dollars)

Food

Other consumer goods
pPetroleum, oil, lubricants
other intermediate goods
capital gooda

Total goods (CIF)
Non-factor services

Total goods and NFS

Price Index (1976 = 100}

Food

other consumer goods
petroleum, oil, lubricants
ocher intermedlate goods
Capltal goods

Total goods (CLF)
Non-factor services

Total goods and NFS

Current Values
(Millions of dollars)

Food

Other consumer goods
Petroleum, oil, lubricants
other intermedlate goods
Capital goods

Total goods (CIF)
Mon-factor services

Total goods and NFS

pary
o
-~
-2

|

34.8
86.7
248.8
325.2
279.4
974.9
158.0
1132.9

100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0

3.8
. B6.7
248.8
325.2
279.4
974.9
158.0
1132.9

1977 1978
58.9 84.8
110.5 112.3
259.2 265.5
367.17 392.4
314.7 606.6
1171.0 1461.7
135.2 159.7
1306.2 1621.4
112.8 117.6
111.2 132.2
109.2 114.9
105.7 118.7
115.5 140.9
110.5 127.9
109.1 135.5
110.4 128.6

aa.a‘i‘h 99.8
122.9 148.5

283.1 305.0
388.7 465.7
432.8 850.3
1293.9 1869 .2
1475 216.4

14618 2085.7

KENYA

Attachwment 3C

[mport petail

1919 1980
72.9 191.2
76.5 86.0

169.8 212.5
331.7 282.4
441.7 381.9

1192.6 1254.0

151.5 158.9
1344.1 1413.0
121.1 143.8
137.9 155.2
145.8 239.2
145.2 163.4
161.5 181.7
149.3 178.1
158.8 178.7
150.3 178.2
88.3 274.9
105.5 133.5
393.3 508.2
481.7 624.8
1111 692.4
1780.1 2233.7
240.6 283.9
2020.7 2517.6

119.5
84.8
216.4
391.8
379.1
1191.6
166.9
1358.5

175.4
169.2
269.1
178.1
198.0
199.9
194.7
199.3

209.6
143.4
582.4
697.7
149.4
2382.5
324.9
2707.3

7.7
84.2
221.7
402.7
384.3
1164.6
175.2
1339.8

222.9
183.5
301.4
193.2
214.8
222.0
211.3
220.6

159.8
154.4
668.0
778.2
B24.7
2585.1
370.2
2955.2

71.7
84.8
227.6
415.4
390.7
1190.2
185,7
1375,9

245,9
198.2
334,2
208.7
232.0
241.8
228.2
239.9

176.3
166.0
760.7
B66.9
905.5
2877.4
423.8
3301.2

1.7
85.7
234.4
430,0
400,9
1222,7
196.9
1419,5

271.2
213.1
370.6
224.3
249.4
262.5
245.2
260.1

194.4
182.6
B68.7
964.5
999.1
3209.4
482.8
3692.2

1985 1990
71.7 7.7
86.9 96.0

241.8 282,9

446.5 553.6

411.9 499.,3

1258.8 1503.5

208,7 279.3

1467.5 1782,.8

299.1 410.6

228.0 j0s.1

411.0 644.1
240.0 321.2

266.9 357.2

284.1 397.,1
262.4 351.2

281.0 389.9

214.5 294.4

198.1 293.1

994.0 1822.1

1071.8 1778.3

1098.4 1783.3

3576.7 5971.2

547.6 580.9

4124.3 6952.0

EAN CPIA

April 13, 1981
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Congtant 1976 brices
(Millions of Dollars)

Coffee

Tea

Petroleua products
Manufactured goods
Other goods

Total goods (FOB)
Non-factor services
Total goods and NFS

Price Index (1976 = 100)

Coffee

Tea

Petroleum products
Manufactured goods
other gooda

Total goods (FOB)
Hon-factor services
Total goods and NFS

Current Values

(Millions of Dollars)

Coffae

Tea

Petroleum products
Manufactured goods
Other goods

Total goods (FOB)
Non-factor services
Total goods and NFS

100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0

223.1
5.9
109.9
65.3
269.6
743.8
387.9
1131.7

256.2
90.1
147.2
153.7
128.6
715.8
410.4
1186.2

182.0
192.9
118.9
109.1
110.1
144.9
109.1
132.5

466.3
173.8
175.0
167.7
141.6
1124 .4
447.1
1572.1

245.5
10%.0
123.3
121.4
116.9
716.0
388.1
1104.2

131.6
150.3
126.7
135.6
121.3
132.6
135.6
133.6

322.9
163.8
156.2
164.6
141.7
949.3
526.2
1475.5

KENYA

Attachment 3D

Export Detail

197%

1980

233.1
111.0
118.8
143.4
112.3
718.3
365.1
1083.5

123.2
146.8
247.1
181.0
147.9
162.7
178.6
168.1

1821.0

1151.1

112.9
157.0
279.7
199.1
162.7
172.2

194.7

160.3

275.9
194.8
348.7
j02.6
193.5
1315.6
753.4

2069.1

1982

261.4
130.3
129.7
161.1
126.1
B08.6
412.2
1220.8

113.3
169.5
313.3
216.0
176.5
184.7
211.3
172.7

296.1
220.9
406.2
348.1
222.6
1493.9
870.8
2364.17

1983

281.0
136.7
134.8
170.8
133.7
857.1
439.0
1296.0

123.9
181.7
3474
233.3
190.6
200.5
228.2
187.2

348.3
248.4
468.5
398.5
254.8
1718.5
1001.8
2720.2

295.1
143.5
140.2
182.7
141.7
903.3
467.5
1370.8

400.1
279.6
540.3
458.3
290.4
1968.7
1146. 6
3115.3

EAN CP1A

148.3
208.8
427.3
268.4
219.2
236.7
262.4
218.9

456.5
316.2
623.2
527.2
329.3
2252.5
1306.5
3559.0

april 13, 1981

217.9

342.1

827.9
550.5
1188.2
1115.5
589.8
427.9
2395.9
6667.8

- lf -
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{Us§ HMillion)

e} jminary Projectlon
1976 1979 1980 1983 1984
A
3 1821.0 2720.2 3115.3
1. Expurte (iucl. NES) niy iﬁg:? 2517.6 3301.2 3691.2
2. Iuports (lacl. NFS) 132.9 4531 -696.6 -581.0 -576.9
3. Besvurce Balance -1.2 ~142.3 -178.5 ~308.0 -347.3
4, Het Factur Service Income -137.4 _55.5 -86.2 -168.8 =192.0
4.1 Met Interest Payments of which: -3h.7 (_”") (~106.8) (~183.4) (=210.7)
(Interest on Public H & LT Lowns) (-12.7) Nios _i49.6 -181.5 -199.6
4,2 Divect Investwent Income (Hetr) -113.8 ¥
4.3 Morkers' Weadttsnce (Met) ) %.7 12.1 55.7 59.3 42.3 44.3
4.4 Other Factor Service Income (Net) ) ¥ = 105.6 160.6 227.3 255.2
5. Curvent Transfers (Het) 1.6 7.3 -489.8 -714.5 -661.8 -669.0
6. Balanca un Current Accuunt =12k, 58.2 -5 . ~35.8 148.2 163.0
7. FPrivate Direct Investment 2.9 17.9 %
Public M & LT Louns 351.1 584.0 490.0
3 Tabursenents ar.2 80.7 1‘::': T -86.3 -94.8
9.  Amoirtization -19.4 -1.7 167‘5 1194 497.7 395.1
10, Net Disbursements 67.8 79,0 %
Private M & LT Loans 168.2 289.0 427.6
11. Dlsbursements 1 127.9 05.2 i:g‘: 168 & 2131 “243.8
12, Amortization 1 -1.9 -1.3 2478 58.6 5.9 183.7
13. HNet Disbursements 1/ 126.0 1n3.7 b/ o = i
14. Use of IMF Resocurces 19.8 -54.8 ll?‘ﬂ = = =
15. Short-term Capital Transactions -5.2 E.T o = i =
16. Capital Transacticns, n.e.i. -2, =h.3 ¥ -60.0 -72.9
17, Change in cves (- - increase) -10h.9 —217.h -189.5 167.4
8. Grants and Losn Coussltucnts
1 B.6
1. official Graots 40.3 40.0 40.0 40.0 :lll |,536 .
2. Public M & LT Losns 210.6 156.7 566.2 562.4 Bb4 . i,
2.1 1BRD Lo B84.0 110.0 91.5 215.0 07.5
14.0 36.0 27.0 184.8 107.5 115.0
2.2 1o 3.4 353
2.3 Other malcilateral 10.17 €7.1 - #0 223.3 2.4
2.4 CGovernments 35.5 69.0 136.7 125.0 0'0 O-Il
of which, centrally planned econoulcs 0.0 0.0 0.0 0.0 32.5 55.1
2.5 Suppliers Credits 56.5 19.4 0.0 .0 233‘4 3&1.5
2.6 Financlal Institutions 2/ 62.9 81.2 235.5 B0.1 . o.o
2.7 Bonds 0.0 0.0 0.0 0.0 0.0 .
3., oOther W & LT Loaus (wherc avallable) 1.5 0.0 0.0 0.0 .
€. Hemorandus 1iens
EEN 5.4
1. Grant Elesent of Total Cuemitments 3.0 1.0 45.9 5.0 5.6
2.  Aversge Interest (Fercent) 2" 8.5 4.1 21.9 18.4
3.  Average Maturiry (Years) 17.5 w.u 0.2
1 Includes flnuncing of projected balance uf payaents def tedt (19B0-1990) on commercial terms.

e
-

[ucludes comsliuents on gaptill.

-
oo
-k

1990

479.2

424.4
-643.1
-218.7

-30.0

=124.7

e
s
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Debe L/ and Creditworchiness

Agrual Projected
1976 1977 1978 1979 1980 1981 1982 1983 1984 1985 1940
A, Hediwa and Long-ters Debe (Disbursed Only)
(Us § willion)
1. Total Debt Outstanding (DOD: End of Pericd) 100.5 'Jg.l 1290.7 1616,7 2189.2 2655.8 31i9.8 3i69.5 4358.1 4951.7 7219.6
2. Including Undisbursed 1311.2 1700.4 2343.7 2841.9 3470.9 3808.0 hilh. 4 4979.1 5677.2 £326.7 9095.6
3, Public Debt Service -49.4 -57.1 -121.9 -118.2 -748.1 =324.5 -387.9 ~482.8 =549 .4 =702.0 -1236.4
3.1 Interest -23.9 -32.4 -52.6 -68.2 -i06.8 -129.1 -154.8 ~183.4 -210.8 -246.5 -364.7
4. Other M & LT Debt Bervice . L T = . .. e .- s =
B. Dubt Burden
1. Debi Service Racio 4.4 1.6 7.8 8.4 12.9 15.1 5.9 17.3 17.2 19.2 18.2
2. Debt Sesvice/GDE 1.4 1.3 2.3 2.0 3.6 4.1 b4 4.9 5.1 5.8 6.2
3, Publlc Debt Service/Government Hevenue b.6 6.1 10.5 B.4 14.9 17.2 18.4 0.5 21.1 26.2 25.8
c. Terws
1. Iucerest on Total DOD/Total DOD 3.4 3.5 4.1 4.2 4.9 4.9 4.9 4.9 4.8 5.0 5.1
2., Total Debe Service/Total DOD ¥ 6.2 9.4 1.3 11.3 12,2 12.2 12.8 12.6 14.2 17.1
b. Pependency Batioy fop M & LT Debt
1. Gross blsbursesents/lmports (Incl, HFS) 15.9 le.l 17.5 23.3 20.6 24.2 25.4 26.4 24.9 25.0 16.3
2. Het Transfer/Imports (lucl. dFS) 11.6 12.1 14.2 19.6 15.0 17.0 17.5 17.4 15.7 14.0 3.7
3.  Het Tranafur/Gross Dlsbursuments 72.6 75-2 B1.0 B4.3 72.8 70.2 68.9 65.7 63.1 55.9 23.0
E. Exposure '

s IBRD Disbursemecuts/Gross Total Disburscments il1.0 44.5 14.6 10.7 9.9 22.1 16.9 25.4 16.6 15.4 15.2
2. Bank Group Disbursemcnts/Gross Totul Disbursemcnts 15,0 21.6 20.1 16.4 7.9 41.8 5.8 38.7 5.1 23.9 21.3
3. TBED DOD/Total DOD 2.2 37.7 25.2 2.2 16.4 20.3 20.5 22.7 22.6 22.4 21.3
4, Bank Croup DOD/Total DOD . 22.0 4.2 35.1 3 4 9.4 35.2 34%.2 37.3 37.1 36.9 39.0
5. 1BRD Debt Service/fotal Debt Bervice 29.7 3.3 21.0 28.6 13.5 12.0 13.6 13.6 15.8 16.0 18.1
6. Bank Croup Debt Bervice/Total Debt Service 3.5 31.2 22,1 29.9 14.1 12.9 14.6 14.6 16.8 17.0 19.4

& »
1/ Tocludes Kenys's shave of a notionsl 30 percent of EAC debt.
EAN CPIA
June 8, 1981
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Froject

FY 82
Population 11
Urban Transport
Forestry 1I1

Cotron Procesatng & Mhig.
Structural aAdj. Credic I1

Industry 1 (Soda Ash)

FY 83

Cotton Production

Urban Dev. LIL (Small Towns)
Graln Marketing

lower IV

LB V/551 1T

¥Y B4

Highway Sector II
Structurgl Adj. Credit IIL
IabP 111

Energy I1I
Education VI

FY 85

Arld & Semi-Arid Areas II
Irrigation 11

Populatlon 111

Urban Dev. V
Agriculwural Proc. II1

FY HE

DFC VI
Rallways I1
Power V
Lapr Lv

Agricultural Credic V

XX = Primary objectives
X - Secundary objectives

KENYA

Attachment 5

CLASSIFICATION OF PROPOSED LENDING FROGRAM FY 82-86 BY DEVELOPMENTAL OBJECTIVES

Benefit Promote Spatial Foreign Foreign Promote
Loan Amount Low Income Agricultural Create Diversifi- Institution Exchange Exchange Industrial
us - § Group Froduction Employment cation Building Earnings Savings Production
40.0 X
50.0 XX
75.0 X X XX
31.0 XX
130.0 X X X
25.0 - XX
15.0 XX
40.0 X XX
55.0 - X
60.0 XX
73,5 X X XX XX
90.0 X
120.0 X X G e
55.0 XX X
52.0 ) XX
50.0 ) X ' X
45.0 XX X
6010 X X
H0.0 X -
70.0 X
B0 XX X X
80.0 X X XX XX
72.0 X X
100.0 X
S XX X
600 X X X

-0n -

¢ IuBmYIEIIY
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Sensitivity Analysis on Kenya's Creditworthiness

Percent
Base Sensitivity Analysis Runs
Run I 11 III v
GDP Growth (1980-85) 4.1 4.1 4,1 3.0 1.0
Export Growth (1980-85) 6.0 1.0 3.0 F0 350
Debt Service Ratio (1985) 19.2 41,5 32.2 p8.68 25,1

Current Account Deficit (1985)

(US§ million) 674 ~ 1,490 1,203 1,049 817

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 17 per annum would
result in a debt service ratio of 25,17% 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 VL
Level of external financing (1981-85)
(USS$ million) 5189 5189 5189
Export Growth (1980-85) 6.0 1.0 3.0

GDP Growth (1980-85) 4.1 -2.0 QD
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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 program 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 portioms
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 bath 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 FY/9 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, finmancial institutioms, tax and expenditure systems and regional
development. i

The second major theme will be long-term historical consequences
of development for Kemya's rural and urban poor, with special attention
_ being devoted to.diagnosing the mechanisms through which the poor have tene-
fitted (or been jmpoverished)» 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 precvide 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 EAL1DA 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-
ition 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 EAIDA 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 organizationms.
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
ard issued in yellow cover March 1981 (following discussions with Government).
(Audience: GCovernment 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 S¥ would review potential for subsector development
and identify investment possibilities as well as financial resources required.
The SM is expected to shed light om our lending prospects to the small livestock
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subéectnr. 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
addressad, 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; stafiing, EAP 1, Consultants
10, EAIDA 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 znd Bank; staffing EAP 10, Consultants 8, EAILDA 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 Developrent has made the timing for ini-
tiating policy dialogue with the Govermnment 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 Studv: The study will analyze the economy's dependence on
foreign oil and its short- and longer-term 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 alternmatives. The emphasis of the study will be on the
poiicy 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: GCovernment and Bank; staffing CPS and Consultants 57, EAP 2,
EA1DA 9.)

o™ e, P -
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(12) Investment Incentives Studv: 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: Bank and Government; staffing EAIDA 15, Consultants
10.) ; - »

(13) Financial Sector Study: This study will examine the roles of and
relationships among Kenva's main financial intermediaries, Kenya Commercial
Bank, KIDC, 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: staffing
EAP 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 preoduction and
export cf processed agricultural products. Production problems, ‘credit,
marketing, and other areas will be examined and recommendaticns will be
proposed for Government action. (Staffing EAP 9, Consultants S5, EA1DA 7.)

(15)2gricultural 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: Government and Bank; staffing EAP 10, Consultants or CPS
10, EAIDA 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 EAIDA 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 EA1DA 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, EAIDA 7, DPS 25, required specialty-
public finance.)

(19) Kenva Education Updating Sector Memorandum: The memorandum will
update the sector memo of June 17, 1980. The mermorandum 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, EAPED 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



= Bl = Attachment 7
= Page 8 of 8 pages

KENYA
Summary of Proposed Studies, FY81-FY83
(Staffweeks)
: Formal/
: FY8l Fy82 FY83 Total Informal
' : Completion
Economic Reports
1. Basic Report . g 25 23 F/81
2. Memorandum for Consultative
Group 23 23 I/81
15. CEM 40 40 F/83
Special Reports i
18. Budgetary Polity ’ 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 I/82
11. Financial Sector 20 20 1/82
12. Agro-Industry . 323 12 25 1/83
6. Small Livestock Survey 4,8 4.8 1/81
7. Agricultural Credit and ' ;
Interest Ratés 9 9 1/81
8. Agricultural Pricing Review 10 15 25 1/82
13. Agricultural Cooperatives Study 15 10 25 I/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 I/32
19. Education Sector Updating .
Memorandum 10 10 1/83
cep 15 15 15 45 .
Total (norm 396) ' 204.8 170 149 523.8

1/ Financed by UNDP.
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This news item appeared on page

32-33 of the

"AFRICAN BUSINESS"

June 1981

issue of:

(London, England)

KENYA

INTENSIFIZD EXPORT PROLIOTION

“The recession in the developed coun-
tries will have the effect of curtailing de-
mand for primary commodities from the
developing countries, including Kenya”, Dr.
Zachary Onyoka, Minister for Economic
Planning, ohserved in presenting his 1980
haif-yearly report. At £418m, exports were
down last year by 6% on the 1978
performance. Until last August, coffee prices
had been higher than in 1979, but have since
slumped by 30%. Tea output is expected to
decline by about 127, from 99m tonnes last
year to 87m tonnes this year, but there has
been no catastrophic fall in prices. From
being one of Africa’s three (along with South
Africa and Zaire) net exporters of food,
Kenya is today importing maize, wheat and
rice. Indeed, at the time of writing there was
a total ban on all food exports.

In this situation, Kenyva has turned
increasingly to export promotion, to earn
more export revenue.

In the main, Nairobi is content to leave tea
and coffee promotion to the international
bodies that deal with them. Kenya has been
an active member of the ICO from the very
beginning and, more recently, has become a
corporate member of the International Tea
Producers’ Association based in Rotterdam.
At the same time, the Kenya External Trade
Authority (KETA) never loses an opportun-
ity to project the country’s two leading
sources of foreign exchange.

KETA was created two years ago from the
old Export Promotion Council. It forms part
of the Ministrv of Commerce and its director
is the energetic and resourceful Mr. A. G.
Barve. The authority has the active support
of most related government departments,
mstitutions and private undertakings. Its
activities are only limited by the restrictions
on its budget. The fact is that compared with
most of its overseas competitors, KETA
operates on a shoestring. It conducts
seminars for Kenya exporters, and stages or
participates in exhibitions and trade fairs.
But it does not have the funds to give Kenya

.the range of coverage required. The target

~ountries are of necessity strictly limited and
KETA cannot afford to appear in any show
i1 any one country more than once a year, if
that. Within these limits, KETA has
managed to show the flag in most of the key
industrial and developing countries, the last
wccasion being the OAU trade fair in
Khartourn.

In common with other Lomé countries, the
authority has had some promotional assist-
ance from EEC funds. It has also been helped
bv the Export Market Development Division
of the Commonwealth Secretariat. Exhibi-
tion costs are often shared with the Ministry
of Tourism and Kenya Airways.

A combination of fuel costs, inflation,
drought and electricity cuts which affected
70% of industry in 1979 led inevitably to a
substéntial drop in productivity. KETA will
be hard put to it to find commodities and
manufactures to promote in new markets.
President Moi’s visits to China, Iraq, Saudi
Arabia and the United Arab Emirates were
in part to stimulate trade. The problem for
Kenya is to produce the goods: manufactur-
ing and industrial output is up by only three
per cent, compared to 13% in 1979
Agriculture and food processing are down by
nearly a third, and it is in this area that
Kenya could hopefully look to improved
export performance as overseas demand
remains high. Demand for cement is also
zood, but with output down by 40% in 1979,
Nairobi has had to buy in cement to honour
export contracts.

There are, however, some shafts of light in
the gathering gloom. After years in the
doldrums the cotton industry is on the move
again. and provided there is no slippage,
there should soon be an exportable surplus of
quality staple commanding good prices. Last
vear saw the emergence of Kenya as a net
exporter of sugar. And in horticulture,
exports of fruit, vegetables and flowers are
hampered only by airfreight charges: there is
aspecial low rate for these products. but only
when space is not taken up by full-rate cargo.
Brooke Bond Liebig's subsidiary Sulmac, the
largest horticultural exporter, charters its

own aircraft during the high (European
winter) season. Horticultural exports, princi-
pally to West Germany and Britain, bring in
over £11m, as against £2m in 1974.

Soda ash remains one of the best export
performers. with output steadily rising from
200,000 tons to a projected 300,000 tons by
1982, the bulk of it going to overseas glass
manufacturers, earning some £10m in
return, Soda ash has always been the most
important of mineral cxports, followed by
cement (its difficulties in 1979 were of a
passing nature), and one should not overlook
the small but steady overseas trade in
gemstones, )

1981 is likely to prove a difficult year for
Kenya's exporters. The international cli-
mate is not promising and conditions at
home will be difficult: an export industry is
only as good as its domestic base. Kenva's
manufacturers and industrialists are further
hampered by having to import about 75% of
their raw materials at ever increasing costs;
the national fuel bill shot up last year from
£1457m in 1979 to £220m. Crude oil
averagred £85 a tonne for the first five months
of 1980, compared with £429 for the
comparable period in 1979.

These and many other burdens notwith-
standing. Kenya remains one of the most
export-oriented countries in black Africa. Its
performance will improve if and when it
recovers its immediate regional markets in
Uganda and Tanzania, which have only
been partially offset by improved trade with
the Sudan and Zambia. Further afield, West
Germany and Britain traditionally top the
Kenya export table, with the Germans'
insatiable thirst for Kenya's high-grade
arabica coffee, and the British thirst,
needless to say, for Kenya's equally
high-grade tea. By and large Kenya has
maintained its reputation for quality tea and
coffee. It has no difficulty in selling what it
produces at a premium. But the better end of
the market is as susceptible as the lower to
world prices, and Kenya's earnings from its
two main commodities have fallen. Here,
promotion is left mainly to international
bodies B

Arnold Raphael




ing it, in the time range that was
suggested, is necessary. This is, after
all, the President’s budget; it isn't
something that the State Department
or somebodyNelse proposed, but the
budget the President proposed.

The President is likel to attend the '

Ottawa summit this suniger, and the
Canadians are expected b, put de-
velopment issues on the agenda for
that meeting. Can you give us Sene
indication of what the Administrations
thinking is on development in that
context?

Well, we're in the business of prepara-
tion for Ottawa, and 1 don’t want to try
to prejudge those, except to say of
course that the United States bilateral
and multilateral aid budget is very
substantial. We continue to think that
the needs of the third world are of great
importance to all the world, and that
attitude will be reflected in upcoming
conferences.

AID channels much of its population
assistance through private jagencies,
some of which support abprtion as a
means of birth controlf Given the
domestic controversy oper this issue,
do you foresee any changes in AID's
population program

Shortly after 1 arrivgd here, 1 made the

decision that thé relatively small .

amount of money that was being spent
by the Agency gh research for methods
of abortion would not be extended,
and that decislon is being implemented.
In addition, Ave are making certain that
any grants/that we extend to groups
are carefully segregated, and no uUs
AID mpney is spent on abortions
themseldes. 1 think that in fact this is
not a groblem or a real issue because of
our great sensitivity to the matter.
We'fe simply not supportive of
abgrtion.

The way vou describe the Administra;,
tion's approach to the aid program, jt's
seen as a positive force, nol damdging
to American jobs. ..

1 think, over the relatively ghort term,
certainly clearly over agy period of
time, it is very definifely a positive
economic impact upbn the US.

...yet rather /negative things have
been said afout foreign aid in the
context ofyboth the campaign and the
transitiofl period. One would expect
dramglic turns in the US aid program...
I thihk that the President has always

that foreign aid was important
Ok this country to extend, but he has
felt Yat the money had to be spent
wisely\wisely in the sense that you
have to have tough economic feasi-
bility criteNa and controls on how
the money 1% spent. You have to
make sure that\it's spent for what
you think it’s going to be spent; and
we're doing those things. The whole
business of moving awsy from trans-
fer of resources, except When there’s
great need, to building institutions and
self-help kind of orientation) is just
absolutely consistent with what the
President is doing and thinking\do-
mestically, as a matter of fact. This's
clearly a strong reemphasis.

i.i/
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CONSULTATIVE GROUP FOR KENYA o

The following announcement was made today by the European Office of 0}? “
the World Bank at the end of the Kenya Consultative Group Meeting in Paris: 5
v
The sixth meeting of the Consultative Group for Kenya was held in Q @w ‘F
Paris from July 28 to 30, 1981, under the chairmanship of Mr. Willi A. £§ P
Wapenhans, Vice President of the Eastern Africa Regional Office, World Bank. 0 4@
Representatives of Canada, Denmark, Finland, France, Germany, ltaly, Japan, The ¢ ‘;)
Netherlands, Norway, Sweden, the United Kingom, and the United States attended rr
the meeting. Also represented were the African Development Bank, Arab Bank for 00
Economic Development in Africa, European Economic Community (the Commission of
the European Communities and the European Investment Bank), International ,§) E5
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 struc-
tural adjustment, in the wake of the recent deterioration of 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 tRe key to future growth. Tt was agreed that the
government's strategy for intensifying and improving Tand use, conserving and
using more effectively soil, water, and forest resources, improving pricing and
marketing structures, and accelerating project implementation warranted support
TorTapid implementation.

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
deE]etion of the wood-based fuel which supplies 70% of the country's energy, the
need 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.
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