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List of Abbreviations

Government Agencies

RLA -

RMD =

LMD =

DVsS -

RWD -

AFC/RD .

External

Range Livestock Authority

Range Management Division
Livestock Marketing Division
Department of Veterinary Services
Range Water Division

Ranch Division of the Agricultural Finance Corporation

Agencies

IDA =

SIDA -

USAID -

PMEA

International Development Association
Swedish International Development Authority
United States Agency for International Development

IBRD/IDA Permanent Mission in Eastern Africa (which name was
later changed to Regional Mission in Eastern Africa)
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PREFACE

Credit 129-KE, signed in September 1968, was fully disbursed in
July 1974 and closed in TDecember 1974. This audit report reviews the design,
implementation and achievements of the project supported by the credit. The
audit was based first on information contained in the project's appraisal
and supervision reports, the Project Completion Report (PCR) issued in
February 1976 by the Eastern Africa Regional Office, other material from Bank
files and several reports submitted by the Government; and secondly on dis-
cussions with Bank staff in Washington and Nairobi, and with Government
officials and participating ranchers in Kenya.

The audit agreed with most of the analyses and with the main con-
clusions presented in the PCR. Because of the unusually exhaustive length
of that document, it is not included under this cover (it is available in
the regional Projects Department). The following chapters highlight the
most outstanding of its conclusions, expand on some of its analyses and
comment on some additional issues.

A special study on "Technical Assistance in Agricultural Project
Implementation" was prepared in the Operations Evaluation Department, using
the Kenya Livestock I Project as a case study. It was submitted to the
Board on August 19, 1976 (Sec M76-592)., Though that study and the present
audit report treat the same project, their interest and focus are different.
The former dwelt on a particular variable: technical assistance, using ‘the
livestock project as a sample case and analyzing mainly the elements rele-
vant to that purpose, The latter dwells on the project as a whole and, tak-
ing additional factors into account,comes out with a more balanced judgment
on the project itself. Nevertheless, the two reports concur in most of their
conclusions. The main contrast stems from the narrower definition of "tech-
nical services" adopted in this report, where it refers only to advisory
services to participating ranches.

The valuable assistance provided by the Govermment of Kenya and

the ranchers visited in the preparation of this report is gratefully
acknowledged.



BASIC DATA SHEET

Kenya: First Livestock Development Project (Credit 129-KE)

A. Amounts (in US$ mln)

Exchange i As of 6/30/76
Original Disbursed Adjustment™— Repaid Outstanding
Credit 129-KE 3.600 3.600 0.326 - 3.926
B. Project Data
Originsl Plan Hevisions Actual
First Mention in _
Bank Files 12/31/65
Government's Application 10/24/08
Board Approval 08/13/68 c8/13/66
Credit Agreement 09/26/68 09/26/63
Credit, Effectiveness 12/01/68 03/01/69; 05/01/69 05/01/69
last Disbursement July/Th
Credit Closing 12/31/73 12/31/74
Total Costs (mln) US$1l.L Uss$1l.s
Economic Rate of Return  15.3% . /b

C. Mission Data
Month/Year No. of Persons No. of Weeks Manweeks Date of Report

Preappraisal ) Mar.-Apr.
Appraisal ) ©1967 L L 16 11/28/67
Total 16
Supervision I Oct./68 3 T 3 11/18/68
Supervision II Feb./69 2 2 L 03/04/69
Supervision III Nov. /69 5 % 2 2 12/11 /69
Supervision IV Mar./70 2 E 1 2 oL/23/70
Supervision ¥V Oct./70 s 2 6 12/30/70
Supervision VI Jul./71 2 2 L 08/27/71
Supervision VII Jan. /72 T 1.5 1.5 Ol /06/72
Supervision VIII /d /e Oct./72 2 145 3 11/13/72
Supervision IX /d_ Apr-May/73 2 1.5 3 05/21/73
Supervision X/d  Mar./7h 1 1.5 1.5 ol /08 /7L
Total 30
Completion *Jul. /75 1 3 3 02/12/76
Total 3

D. Follow-on Project

Credit L77-KE of US$21.5 mln, signed June 5, 197h for Second Livestock Development Project.

Adjustment to reflect the devaluations of the United States dollar in 1972 and in 1973.
See paragraph 5.08.
Plus one SIDA representative.

Supervision missions sent by the Permanent Mission for Eastern Africa, in Nairobi.

P P P P Py

The Second Livestock Project was appraised by another mission of 6 experts sent from
Headquarters in October-November 1972.



Project Performance Audit Report

KENYA FIRST LIVESTOCK DEVELOPMENT PROJECT
(Credit 129-KE)

Highlights

The audit reviews progress under the first livestock project, which
provided funds to finance ranch and water development and the improvement of
livestock marketing and ancillary Government services. The Swedish Inter-
national Development Authority (SIDA) co-financed the project. It was a
well-conceived and imaginative project, which addressed the development of
the traditional cattle raising system.

After initial delays, the project was completed and the credit fully
disbursed only seven months after the original closing date. The project
looks successful when its pioneering nature is taken into account, but rather
unimpressive when analyzed according to the usual Bank standards. The main
factor behind the project's rather successful image was good project prepara-
tion. The main factors hampering its implementation were severe initial
delays (four years between the Government's application and the first dis-
bursements), and organization and management problems (paras. 2.03-2.07, 4.05,
4.13, 5.04).

The project resulted in partial development of 108 ranches and
increased beef production and exports. Rates of return could not be computed.
On the other hand, it resulted in an increased risk of degeneration or destruc-
tion to some rangelands and to wildlife.

IDA participation and supervision was satisfactory, though it is
partly to blame for the factors that hampered project implementation (paras.
2.03-2.05, 2.07, 3.01-3.03, 4.17-4.19). Further, the lessons that could have
been learned from this project were not fully taken into account when the
second, larger livestock development project was prepared, appraised and
approved (paras. 6.05, 6.08, 6.09).

The following additional points may be of special interest:

- weakness in combining credit with technical services (paras. 4.02-
4.03, 4.05, 4.09);

- most successful component used the least amount of credit (4.09);

- overcommitment of the project proceeds (4.03-4.04);

- water charges for operation and maintenance have neither been
designed nor levied (4.15); .

- increase in international beef prices increased profitability
of the ranches and the project alike, but the project would
have survived even without this development (5.06); and

- useful role of a socio-anthropologist in the appraisal mission
(1.02), and effects of the absence of an expert in public
administration (2.03-2.05).



Project Performance Audit Report
KENYA FIRST LIVESTOCK DEVELOPMENT PROJECT

(Credit 129-KL)

SUMMARY AND CONCLUSIONS

45 In September 1968, IDA lent US$3.6 million (Credit 129-KE) to the
Government of Kenya to assist in promoting beef production in the rangelands.
It provided funds to on-lend to group, individual, company and commercial
ranches; to improve livestock movement and marketing; to develop water
facilities in North East Kenya; and to improve technical services. The total
project cost of US$11.4 million was to be financed jointly and in equal
shares by IDA, the Swedish SIDA and the Government, plus a token contribution
from the participating ranching enterprises. This was the first livestock
project financed by either IBRD or IDA in Africa.

Main Characteristics of the Project

24 The project's most impressive features were its innovative character
and its relevance to the specific condition of the Kenya rangelands. Imagina-
tive schemes were designed or adapted to meet the requirements of different
ethnic groups (the pastoralist Masai, Somali, Boran and Galla; the heretofore
agriculturalist Taita; the commercial, mostly European, ranchers) in regions
with diverse ecological conditions Morth East Kenya, Masailand, the Taita
lowlands, Laipikia, etc.).

3 The project's most troublesome feature was the controversial
organization set up for its implementation. IDA required that three new
agencies be created to implement the project, in addition to another three
that also had to have a hand in project implementation; that the project
management be centered in the credit agency instead of in the Ministry of
Agriculture, as desired by GCovernment; and that the three new agencies be
headed by experts recruited internationally.

Project Approval and Implementation

4. Almost two years elapsed between Government application and the
signing of the credit agreement, and another two years before the first
credit funds were disbursed. Thereafter, project implementation progressed
at a faster pace than expected; the credit was fully disbursed only seven
months after the original closing date.

1) The On-lending Component

5 The on-lending component suffered severe delays. Organizational
and staffing problems, as well as AFC/RD's overly cautious lending approach,
prevented commitment of funds during the first year and a half. After both
the Ceneral Manager of AFC and the Head of its Ranch Division were replaced,
the lending policy was changed and the funds quickly committed - in fact,
overcommitted by some 50%. Although that rate was too high, overcommitment
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greatly reduced the then prevailing delays in disbursement. This allowed
the credit to be disbursed almost on time, but reduced the technical impact
the project could have produced.

G Long~term ranch development investments were less than forecast,
while short-term loans for working capital (including funds for the purchase
of steers and short-term financing of other operating expenses) were

greater, reflecting both the appraisal report's overly optimistic assumptions
about ranch development and the poor capitalization of the ranches. Adequate
flexibility in the allocation of the credit proceeds is to be praised,
although its consequences in terms of reduced ranch development must not be
overlooked.

T More credit than expected went to commercial and company ranches,
and, to a certain extent, to individual ranches. Group ranches fell far
short of lending targets. This was the most difficult and ambitious ranch-
ing scheme in the project; it took much longer than expected to set up and
man the governmental structure to deal with the Masai who, in additionm,
proved reluctant to invest in their group ranches as heavily as planned.

3. The physical development achievements and the changes obtained in
the herds' technical parameters are very difficult to estimate, for almost
no records were kept on ranch performance. Combining credit and technical
services, one of the project's main purposes, was obtained only to a

limited extent. Repayment of the sub-loans' principal and interest has been
rather good; arrears in the project sub-loans are lower than in the rest of
the agricultural portfolio of the AFC.

ii) The Other Components

9. The livestock marketing component was implemented according to
schedule and eventually more facilities than planned were built or improved;
operating the marketing system proved to be far more difficult than envisaged.
A watering scheme smaller though more intensive than envisaged and rather
different in concept was also eventually implemented. No satisfactory

method of raising fees for operation and maintenance has yet been devised.

Technical services were improved. A special study on livestock prices and
marketing was never completed.

iii) Project Supervision and Costs

10. IDA supervision was satisfactory and well scheduled. However, the
study of livestock prices and marketing was ignored after the fifth super-
vision mission. At times IDA also ignored SIDA's interest in participating
in the supervision missions and in being informed promptly of their findings.
This was the only drawback in an otherwise good relationship between the

two co-financiers.

11. Final project costs are estimated to be close to the appraisal
estimate of US$1l.4 millionm.
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Preoject Impact

12., Taking into account that this project was the first livestock
project financed by either IBRD or IDA in Africa and that it addressed the
development of the traditional cattle raising system, it can be considered

a successful effort. It promoted ranch development, contributed towards
improving livestock marketing and technical services, and helped some ethnic
groups to become progressively more adapted to living conditions in a
developing society. A more integrated and stratified beef industry emerged
as a result of the project. Good project design is the main reason for

this result. 1In addition, good weather, higher beef prices, and rather good
performance of the project technicians did help.

13, However, project performance looks rather unimpressive when it is
judged by usual Bank standards; most of the objectives established at apprai-
sal were only partially achieved (coupling credit with technical services,
improving technical parameters, developing the participating ranches, etc).
The main reasons explaining these shortfalls are the unnecessarily complex
organization set up to implement the project, flaws in project management,
poor management of many of the ranches, and the lack of good and lasting
technical services to ranches.

14, The shortage of reliable production data prevented both the PCR and
this audit from making current estimates of the project's estimated eco-
nomic and financial rates of return.

15, Without detracting from its benefits, the project has increased
the risk of rangeland destruction in Masailand, the Taita plains, and North
East Kenya. Government is well aware of these risks and is doing whatever
it can to control them. IDA is making its own contribution to the solution
of the North East Kenya problem by financing two new rangelands/livestock
projects in southern Ethiopia and southwestern Somalia.

IDA Performance

16. IDA is to be praised for accepting, improving and financing a very
innovative and relevant project, and for allowing reasonable flexibility in
the allocation of the on-lending component proceeds once the local and inter-
national conditions had changed. But IDA is to blame for most of the delays
occurring from appraisal to effectiveness and for the controversial organiza-
tion set up for project implementation.

17. The main reasons for the delays between appraisal and negotiatioms,
negotiations and signing, and signing and effectiveness were, respectively,
the depletion of IDA funds, the Government's difficulty in having the Land
Adjudication Act ratified by Parliament and the recruitment of the three
expatriate division heads. Most of these delays were unnecessary, since

the problems could have been partly circumvented: (1) an IBRD loan could
nave been offered to Kenya to finance the project; (ii) ratification could
have been requested earlier (while waiting for the IDA funds) or later
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(as a condition to effectiveness); (iii) ratification need not have been
made a condition for the whole project since it was related only to the
on-lending component for group ranches (accounting for 16% of the whole
credit); (iv) a more comservative approach to project organization and
management (see next paragraph) could have made the recruitment of managers
from outside Kenya unnecessary; and (v) no reason could justify delaying
the implementation of any component because the head of the division in
charge of another component could not yet be hired. Perhaps up to half of
the more than two years that elapsed from appraisal to effectiveness could
have been avoided had IDA assumed a more flexible and staggered approach in
setting its conditioms. g

18. The proliferation of new administrative units that the Government had
to set up to meet IDA requirements put an unnecessary burden on the limited
national supply of qualified technicians, exacerbated tensions between the
units, and led to the establishment of an authority to coordinate those units
which never could perform this job. There was no Project Manager in the
sense envisaged by IDA, either in the credit agency or in the Ministry of
Agriculture. IDA was not properly prepared to handle these kinds of issues,
lacking the necessary expertise and underestimating the complexity of
effecting such a change in the Government's organizationm. IDA's requirement
that the head of the three newly created units be recruited internatiomally
also seems unjustified. It would appear that Government had staff members
qualified to perform those jobs satisfactorily. In retrospect, require-
ments related both to institutional design and foreign recruitment

seem to have been unnecessary; project implementation could have worked at
least as well as it did with the original governmental structure and staff,
possibly with the aid of one or two experts hired as advisors or trainers

but not for line positionms.

19, In 1972, a second livestock project was appraised and approved.
Although the first project had, by them, at last gained some momentum and
most of its problems had been overcome, it had nevertheless encountered
serious bottlenecks. However, a large, complex second project was designed:
the number of activities, co-financiers, agencies and ministries was greatly
increased; new fields of activity were included; the precject cost was in-
creased fivefold; the organization set up for the first project, which was

at last partially working, was changed. If some of the problems of the first
credit were reduced, others were aggravated. This second project has recently
run into severe difficulties, and IDA and its co-financiers have had to
review it in depth. It may have been more useful to Kenya's livestock
development had IDA restricted even more the larger project proposed by
Government and accepted a simpler follow-up that would have consolidated

the progress already achieved under the first project before becoming
involved in more ambitious endeavors.



I. GENERAL INFORMATION

1.01 In November 1966 the Government asked the World Bank for fimancial
assistance to develop the beef industry in the low-potential rangelands of
Kenya. The proposal envisaged a total expenditure of US$26 million over
five years, of which the Bank was asked to contribute US$16 million.

1.02 The application was prepared in the Ministry of Agriculture by the
Range Management Division (RMD) with the aid of a UNDP/FAO team. The appraisal
mission, made up of three livestock experts and a social anthropologist,1l/ in-
troduced several useful immovations. Because of doubts concerning technical
and economic viability and social feasibility, as well as limited experience
with the proposed ranching schemes the appraisal mission suggested a drastic
reduction in the size and scope of Govermment's proposal. The revised project
would cost US$11.4 million, with US$7.2 million financed externally. The Gov-
ermment would finance another USS$3.6 million equivalent, and participating
ranching enterprises the last US$0.6 million equivalent.

1.03 Since the Bank did not wish to lend to Kenya on hard terms,

an IDA credit was selected. But since IDA funds were almost depleted, the
Swedish SIDA was invited to co-finance half the costs.g. A US$%3.6 million
.credit (Credit 129-KE) was made to the Government of Kenya in September
1968, together with an equivalent one by SIDA.3/

1/ This was the first occasion on which a mission appraising an agricultural
project included a social anthropologist (a consultant, since the Bank
staff did not include social anthropologists). He checked the appro-
priateness of the solutions proposed and assisted in selecting the areas
in which the project should be located. The then Africa Department memo-
randum to the Loan Committee acknowledged that "he contributed signifi-
cantly to the findings of the appraisal mission'; as a result of his
outstanding performance, he was included again in the team that appraised
the second livestock project. This experience suggests that such a
specialist can make substantive contributions during preparation and
appraisal of projects in which complex ethnic situations are involved,
or when the types of ranching organizations and productive methods included
in the project are likely to alter tribal systems of livestock production.

2/ However, the possibility of considering an IBRD loan, if IDA replenishment
were delayed much further, was explicitly mentioned in a letter to SIDA of
October 1967. SIDA's willingness to finance half the cost on soft terms
did help to make the IDA credit materialize.

3/ Both credits were to be disbursed together and in the same categories
(annex 1). Subsequently, appreciation in the value of the Swedish krona
increased the SIDA share to US$4.1 million. The exchange adjustment to
reflect the US dollar devaluations in 1972 and 1973 increased Government's
debt with IDA to US$3.9 million.
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1.04 Several Government agencies had a hand in executing the project
under the coordination of an official committee designated as the Range
Livestock Authority (RLA): the Range Management Division (RMD), the Live-
stock Marketing Division (LMD), and the Department of Veterinary Services
(DVS) in the Ministry of Agriculture; the Range Water Division (RWD),
formerly in the same ministry and later in the new Ministry of Water Develop-
ment; the Ranch Division of the Agricultural Finance Corporation (AFC/RD);
and the Ministry of Land Settlement. Three of these agencies (LMD, RWD, and
AFC/RD) and the Authority (RLA) were established by the Government as a con-
dition of the credit agreement. The credit agreement also required that the
principal officer of those three agencies be recruited internationmally.

1.05 In the first four years the project moved very slowly. Almost two
years elapsed between the Government application and the signing of the
credit agreement. After the credit was signed, organizational and staffing
problems in the Kenya Government, as well as an initially over-cautious
lending approach of AFC/RD, delayed the start of disbursement of funds for
two additional years. Once through the start-up period, however, the project
progressed at a faster pace than expected; the proceeds of the credit were
fully disbursed only seven months after the original closing date.
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II. PROJECT CONCEPTION AND APPRAISAL

2.01 The Project was conceived as the first stage of a comprehensive
approach to develop a more structured beef industry in the Kenya rangelands.
Its principal objective was to increase beef production, particularly by the
traditional pastoral societies. The main emphasis was put on fatteming - to
such an extent that heifers were not allowed to be financed with the loan
proceedsmif The project: (i) provided funds to ou-lead for the development
of group, individual, company, and commercial ranchesZ ; (ii) financed faci-
lities to improve livestock movement and marketing, and to develop water
resources in the North East Kenya rangelands, and (iii) financed the improve-
ment of the ancillary technical services provided by the Ministry of Agri-
culture. This project complemented the dairy cattle component of the earlier
smallholder credit project (Credit 105-KE) for high potential areas in the
development of Kenya's livestock industry as a whole.

2.02 The project's most impressive features were its innovative character
and its relevance to the specific conditions of the Kenya rangelands. In 1965
and 1966, when the project was being conceived, many persons in East Africa.
were skeptical that the Africanm livestock systems could, and even should, be
developed and, as a result, proposed parastatal ranches for some countries in
lieu of directly assisting the traditional system (Tanzania, Zambia, Uganda).
The outstanding feature of the Kenya project was its attempt to address the
traditional livestock sector. Imaginative schemes were designed or adapted

to meet the requirements of different ethnic groups in regions with diverse
ecological conditions: group ranching for the pastoralist and semi-nomadic
Masai tribesmen, with some individual ranches as "starters" and demomstration
units; company ranching for the more commercially-oriented Taita people in

the heretofore unused rangeland surrounding the Taita Hills; and support to
the already existing commercial ranches supplying the bulk of Kenya's meat
production. This effort, the Bank's first in Africa, was greeted with
skepticism by quite a few persons knowledgeable about Africa.

1/ A regulation that had to be dropped when the rise in beef exports

=~  and the development of feedlots increased demand for feeder cattle beyond
the supplies then available and indicated that No?th_East Kenya was not
an inexhaustable source. Financing of breeding herds in the Taita

company ranches was then authorized by IDA.

2/ The meanings of these terms are presented in annex 2. Development of the

= ranching enterprises would be limited to that requiring the simplest
inputs, and would not emphasize pasture establishment and/or improvement
in this stage. Because there was little experience in Kenya with public
financing of this type of development,and uncertainty regarding pastoral
society responses, a pilot approach was used. Respective components of
the project were confined to specific regions, selected on the basis of
development potential and social feasibility (map 1).
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2.03 The project's most troublesome feature was the controversial orga-
nization set up for its implementation. In examining the Government proposal,
IDA rightly identified certain functions and tasks that had to be performed
by the Government to carry out the project and boost livestock development

as much as possible, functions which the existing group of organizations did
not appear to be well prepared to perform. However, IDA seems to have over-
extended its role, undertaking to design a new governmental organization
which it thought could perform those functions and tasks, and required its
implementation as a credit condition. This design included: (i) existing
agencies, such as RMD, DVS and the Ministry of Land Settlement, whose tasks
and responsibilities were somewhat modified; (ii) three new agencies to be
established: a Ranch Division in AFC, seeking to combine credit with tech-
nical services to ranchers; RWD, under the Water Development Department, to
handle range water development; and LMD, to be separated from DVS, its parent
department. This proliferation of administrative units put an unnecessary
burden on the limited nationmal supply of qualified technicians; exacerbated
tensions and created conflicts between the original and the new agencies, as
well as between the new agencies themselves; and forced IDA to request that
another organization, the Range Livestock Authority (RLA), be created to serve
as coordinator. This Authority, lacking a clearly defined leadership,
functioned only until 1970 and never accomplished its duties as a coordinator.L/

2.04 The Government wanted Project Management to be centered in RMD,
which was its specialized unit for handling range livestock activities. IDA
found RMD to be mainly oriented towards comservationist and regulatory
functions, rather than development,2/ and succeeded in getting Project

1/ Although IDA's insistence omn establishing several new organizational units was
inappropriate, that does not mean IDA should have exerted no pressure on
Government to set up an institutional structure which could manage the
project. But IDA should have restrained the impulse to design the
changes and should have gotten the Government to propose a workable orga-
nizational set-up that could have better fit its own possibilities and
restrictions. This kind of approach usually takes more time during project
preparation, but since the Government itself develops the solution and gets
more comfortable with it, project implementation can be made smoother and
faster, as would almost certainly have been true in this case.

2/ This is still a disputed issue. The IDA staff members involved in the
project still think that "these people were well-qualified in regulatory
functions, but were inexperienced in a development concept combining
credit and technical services to maximize production and marketing in
all sub-sectors and phases of the livestock sector." The Government
officials argue that ''the Bank guessed wrong here'", and that "while
true that the then head of RMD was a conservationist, most of the princi-
pal officers in RMD were development-oriented." According to these of-
ficials, RMD was already handling a development-oriented project (financed
with Covernment funds) whose future expansion (planned by them) called for
additional funds (this being the reason for applying to the World Bank
for a loan to support this expansion, application which eventually became
Credit 129). IDA staff members still describe this application as a pro-
posal which "amounted to a budgetary assistance credit to the Government.
to enlarge the on-going regulatory functions of the Ministry of Agriculture.”
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Management placed in the Ranch Division to be established in AFC. This was
an unfortunate decision: the head of AFC/RD could not perform as Project
Manager since the heads of the other agencies involved had a similar or
even higher rank than his in the Government hierarchy. He had neither the
power nor the status to influence the performance of the other agencies.
Only the head of RLA could have been expected to perform such a management
role; but RLA, which served to some extent as a compromise between the
Government's desire to center authority in RMD, and IDA's insistence on
placing it in AFC, was designed not as an authoritative body as its name
would suggest, but as an advisory one to give '"overall Project guidaf?e."
In fact, there was no Project Manager in the sense envisaged by IDA.=/.

2.05 Since organizational problems - some of them existing already, but
others exacerbated or created by IDA's complex institutional requirements -
plagued project implementation, and since this is the major project flaw
attributable to IDA intervention, it is worth asking whether IDA was pre-
pared to handle these kind of issues, particularly to diagnose Government
organization and propose rather far-reaching reorganization. In fact, IDA
was not properly prepared; in particular, it lacked the necessary expertise.
The Livestock Division employed no expert in Public Administration or Manage-
ment;2/ none of the members of the appraisal mission had had formal training
in these areas; and IDA had no specialized unit for backing them up in this
complex and sensitive field. IDA required the organizational changes without
thoroughly analyzing the structural and functional problems of the new scheme
and the double line of command it implied, and without duly weighing the
burden it would impose on the available qualified staff. In short, IDA under-
estimated the problems andB?omplexity of effecting such a change in the
Government's organization.=

2.06 In addition to that institutional design, IDA required that all
three new agencies be headed by experts recruited internationally. The
following comments can be made with respect to this point: (i) a more con-
servative approach to project organization could have made the recruitment
of division chiefs from outside Kenya unnecessary; (ii) even accepting that
IDA was right in requiring the creation of the new agencies, it seems that
the Government had some staff members at that time, European and African,
who were qualified and experienced enough to be able to perform those jobs

1/ The head of AFC/RD was thus wrongly named '"Project Manager", a mis-
take that brought about several problems and misunderstandings during
implementation. :

2/ Most of its livestock experts had had experience as project managers or
Government administrators, however.

3/ The PCR's treatment of project organization demonstrates the same
problem. Its analyses lean unjustifiably toward RMD, and its recom-
mendations show the same kind of over-simplified approach to Governmental
organization already mentioned with respect to the original set-up.
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efficientlyl/; and (iii) the Bank did not duly consider the fact that the
perceived cost of internationally recruited expatriates looked very high
when compared with the salary scale established by the Kenya Public Civil
Service - and even with Parliament salaries - and that many psychological
and political problems would arise as a result. It seems that in countries
such as Kenya it is no longer possible to program expatriates }nto important
line positions - advisory roles are all that can be expectedug

2.07 These institutional and recruitment requirements and the problems
arising therefrom delayed and hampered project implementation (see chapters iii
and iv) and worsened relations between IDA and the Government, moving the Minis-
ter of Finance to comment harshly in his statement at the 1970 Joint Annual
Meeting of the Governmors of the Bank and the Fund.3/ In retrospect, it seems
that these requirements were either ill-designed or unnecessary, and that

project implementation could have worked at least as well with the original
governmental structure and staff, possibly with the aid of one or two experts
hired as advisors or trainers but not for line positionms.

1/ 1In this respect, Kenya is rather unique among the Black African countries
(and among most developing countries), for it has a lot of well-qualified
technicians who may, on balance, satisfy most of IDA's requirements for
the internationally recruited experts.

2/ See "Audit Report on Technical Assistance in Agricultural Project Imple-
mentation - A Pilot Case: Kenya Livestock I", OED Report No. 1279,
August 19, 1976, distributed to the Board on the same date (SecM76-592).

3/ Taken from the Statement by the Hon. Mwai Kibaki, Minister for Finance
and Governor of the Fund and Bank for Kenya, at the 1970 Joint Annual
Meeting:

"There is a tendency for project missions to forget these
wider economic questions but yet have plenty of time to question
the administrative and even political structures within which a
project will take place, even though these have little bearing on
the viability or return of the project in question. If I may say
so, there is a need for Bank missions to exercise greater caution
when they question the organization of governments and they need
to show rather less enthusiasm for setting up new government de-
partments and institutions simply to operate individual projects.
There is, I fear, some regrettable tendency on the part of some
missions toward arrogance in their beliefs and a reluctance to
consider local views contrary to the preconceived views of their
members. It is sometimes the case that local institutions can best
be considered by local people. Representatives of the local govern-
ment may frequently be in a better position to judge the political
aspects of a project which are frequently unrelated to its viability

anyway."
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2.08 Two other points call for comments. First, it was assumed during
project preparation and appraisal that the commercial ranch participants
would be European and not in need of technical help. Therefore, no tech-
nical services for them were provided for in the project. However, during
negotiations and project implementation, Black Kenyans took over most of

the commercial ranches and applied for project loans: they needed techni-
cal services that could not be supplied. Nobody could have asked the
appraisal mission to forecast the rate at which these ranches would be
Kenyanized, but in the late 1960s it was no longer possible to take European
commercial ranches for granted. The appraisal mission should have forecast
that several commercial ranches would be Kenyanized before and during project

implementation; and should have included technical services for them in the
project.

2.09 Second, the rate of development assumed in the project was too
fast. To attempt to fully develop ranches such as the group and company
ranches in just four years was physically difficult to achieve and would put
a heavy front load of principal and interest on new African ranchers. Ranch
development plans should have been spread over more years, even though this
extended period could have been longer than IDA's usual project period.
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III. UNNECESSARY DELAYS FROM APPRAISAL TO EFFECTIVENESS

3.01 Negotiations were put off for six months because IDA funds were
almost exhausted when the appraisal report was ready. Presentation of the
project (already negotiated) to the Board was deferred another five months
because the Government needed more time than expected to have the Land
Adjudication Act ratified by Parliament (ratification of this Act had been
defined at negotiations as a precondition of signing). After signing of
the Credit Agreement, seven additional months had to pass to recruit the
expatriate heads of LMD, RWD and AFC/RD, as required by the Credit Agree-
ment (see table 1). These delays deferred project implementation unneces-
sarily, decreased its impact, and made the achievement of some of its goals
more difficult.

302 The following comments can be made on the IDA requirements and

their consequences: (i) Negotiations were delayed because IDA funds were
depleted at that moment, but negotiations could have proceeded immediately
and an IBRD loan could have been offered to Kenya to finance the project,

(ii) It was not necessary to wait until IDA funds were available to request the
Government to have the Land Adjudication Act ratified by Parliament. Further-
more, this act was needed only to establish the group ranches; there was no
reason to defer the development of North East Kenya range water and of the
stock routes, holding grounds and quarantine statioms, nor to hold up the
lending to individual, company and commercial ranches. (iii) As already men-
tioned, a less complicated approach to project organization and management
could have made the recruitment of division managers from outside of Kenya un-
necessary (see para 2.06). (iv) IDA did not provide the Government with enough
support to recruit the expatriate technicians IDA itself had insisted were
essential to project success; a list of alternative candidates that IDA had
committed itself to make available was not timely submitted to the Government.
(v) Even accepting the need for expatriates, no reason could justify delaying
the implementation of any component (water development in North East Kenya,
for example) because the manager of gnother division (the head of AFC/RD,

for example) could not yet be hire 1/, Expenses under each of the categories
in the agreed List of Goods (annex 1) could have been declared eligible for
reimbursement after the conditions specified for that category had been €,
regardless of whether or not conditions of other categories had been met=',

1/ Of course, this statement is valid only in the short-term (let's say, three
to six months). Both temporal and functional relationships existed among
the different components; delaying the implementation of any of them
during a longer period of time would have jeopardized the implementation
of the others. :

|2
~—

Such an approach was later adopted by IBRD in the Zambia Livestock Project
(Loan 627-ZA). Investments made on each of the state ranches involved
were eligible for reimbursement after the Government produced the legal
land titles for that specific ranch. The use of the "Kenya project
approach” to effectiveness in Zambia would have delayed it for two or
three years, until the titles of all the ranches could be produced.
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Table 1

Delays From Aopolication to Effectiveness

Length of [a
Date Stage Delay Main Reason for Delay

11/66 Government's Application
12/66

1/67

2/67

3/67 Appraisal Mission

L/67

5/67

6/67

7/67 Appraisal Heport Ready
8/67
9/67
10/67
11/67
12/67
1/68
2/68 Negotiations
3/68
L/68
5/68
6/68
7/68
8/68 Credit Approved

9/68 Credit Agreement Signe
10/68
11/68
12/68
1/69
2769
3/69
L/69
5/69 Credit Effective

6 IDA funds exhausted
months

5 Government's delay in having
months the Land Adjudication Act
ratified by Parliament

T Recruitment of the ex-
months patriate heads of IMD,
RWD, and AFC/RD.

N N N e e e s (), S S S St N St M N S N

/a Other requirements had to be met before signing of the Credit Agreement and
effectiveness, but these were not critical in determining the length of the
delays.
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3.03 It can be concluded that perhaps up to half of the more than two
yvears that elapsed from appraisal to effectiveness could have been avoided
had IDA assumed a more flexible and staggered approach to conditions of
signing and effectiveness. An earlier date of effectiveness would have
allowed an earlier reaping of project benefits, would have allowed an
easier development of the Masai's group ranches (since they were under-
stocked at that time), and would have expedited the on-lending process,
making it possible to use the ranch plans prepared by the FAO/UNDP Range
Management Project during project preparation (most of which were outdated
five years later when actual lending began; see para 4.05).
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IV. PROJECT IMPLEMENTATION

A. The Implementation of the Project Components

4,01 After some reasonable delays following effectiveness, the livestock
marketing, water development and technical services components of the project
were implemented. The on-lending component, however, suffered severe initial
delays; thereafter, it was implemented at a faster pace than expected.

1. The On-lending Component

4,02 The on-lending component suffered severe delays after effective-
ness. Organizational and staffing problems, as well as AFC/RD's overly
rigid, cautious and sophisticated approach to lending, prevented commitment
of funds during the whole first year. By October 1970, only 10 ranch loans
had been approved, for US$210,000 (out of US$6.4 milliom to be sub-lent) and
US$6,000 had been disbursed by AFC to ranchers; no claims had yet been pre-
sented to IDA. By December 31, 1970, 20 months after effectiveness, only

23 sub-loans - worth 14% of the total amount to be sub-lent - had been
approved by AFC; less than 1% of the credit proceeds for ranch development
had been disbursed by IDA (the appraisal report had forecast that about one-

third of the proceeds in this category would be disbursed by IDA by that
date).

4,03 Meanwhile, some changes were taking place which were soon to be
reflected in &accelerated disbursements. A new General Manager of AFC had
been appointed;—f another expatriatifwith credit expertise replaced a
livestock expert as head of AFC/RD;=' and AFC/RD lost its independent

status in AFC (stipulated in the Credit Agreement) and was made a section
within AFC's Loan Department.gf An agressive lending policy replaced the
former cautious approach and the funds were quickly committed; in fact, the
funds for long-term lending were overcommitted by 70%, and those for short-
term lending by 40%. The overcommitment greatly reduced the delays, allowing
the credit to be disbursed almost on schedule, and preventing the long post-
ponement of the closing date that supervision missions had been forecasting
(annex 3). Although the rate achieved was too high, the audit mission

agreegfthat some rate of overcommitment was needed to disburse the funds on
time .=~

1/ Approved by IDA as a condition of the Smallholder Agricultural Credit
~  Project (Credit 105-KE).

2/ 1IDA agreed fully with the removal of the first head of AFC/RD, who had
no credit expertise, but reluctantly accepted the new appointee cn Fhe
grounds that livestock expertise was more useful than credit expertise
for the satisfactory execution of this job.

3/ This explicit breaching of an Agreement covenant was not challenged by
~ IDA.

4/ Eventually, some of the funds overcommitted under this credit had to be
T  honored with proceeds of the second livestock project (Credit 477-KE).
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4,04 This faster rate of commitment brought about its own problems. The
time needed to process each sub-loan application was greatly reduced - a

badly needed improvement; but it seems that the processing of applications was
sometimes speeded up too much, beyond what was needed for their thorough
technical, economical and financial analysis. The audit mission heard
allegations that in the rush to commit the funds, some of the loan applica-
tions had been processed with undue speed and that, later on, some of the
funds had been misused by loanees. No evidence was found for either supporting
or rejecting these allegations, but files of some of the loans made in this
late period lack part of the documentation needed to support them.

4,05 The division of tasks and responsibilities between the old RMD and
the new AFC/RD regarding the preparation of ranch development plans was never
well defined or implemented. RMD used to prepare such plans. IDA required
that AFC/RD be created to prepare those plans together with the credit appli-
cations, but staffing it satisfactorily proved to be a difficult task. An
agreement defining complementary roles for both agencies in preparing those
plans was difficult to achieve given the controversy that accompanied the
establishment of AFC/RD (this agency trying to become independent from RMD,
and RMD feeling it had been sidetracked from a project it had conceived and
prepared). In addition, there were personality clashes between the heads

of both Divisions. Eventually, working agreements were achieved in the

field; most frequently ranch plans were prepared mainly by RMD, with the

help of RWD, and then reviewed, turnmed into credit applications, and appraised
by AFC/RD. Sometimes better and sometimes worse, these rather informal agree-
ments worked during most of the implementation period. The ranch development
plans that had been prepared by the UNDP/FAO Range Management Project in 1965
and 1966, during the livestock project preparation period, were outdated in
1970, when the lending process actually began.-

4,06 Long~-term ranch development investments actually financed under

the credit were less than forecast; short-term working capital was greater

than forecast. These changes reflected both the appraisal report's overly
optimistic assumptions concerning the rate at which the ranches (particularly
the group and company ranches) could be developed, and the increased demand for
working capital for steer purchase and other operating expenses, a consequence of
the poor capitalization of the ranches. The shift in the use of credit pro-
ceeds to support the fattening industry, including the financing of some
feedlots not contemplated at appraisal, allowed Kenya to increase its meat
exports just when international beef prices were increasing. Adequate
flexibility in the allocation of the credit proceeds when the national and

1/ The unnecessary delays from appraisal to effectiveness (already dis-
cussed in paras. 3.01-3.03) and the delay in starting on-lending (see
para. 4,02) are to blame for this waste of effort.
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international market conditions had changed is to be praised, although its
consequences in terms of reduced ranch development investments must also be
noted.

4.07 Most of the money in this category was lent to commercial, company
and individual ranches: US$3.6 million was lent to 42 commercial ranches
(instead of a forecast US$2.4 million to 20 ranches); US$2 million (instead
of US$1.4 million) went to the 10 company ranches envisaged; and USS$0.36 mil-
lion (double the amount planned) was borrowed by 41 individual Masai ranches
(compared with only 10 ranches envisaged at appraisal). On the other hand,
only 15 of the 20 group Masai ranches planned were actually developed by the
project, and only US$0.28 million (a bare 15% of the US$1.9 million envisaged)
was borrowed by them (see annex 4). Several reasons explain this shortfall:
(i) It took much longer than envisaged to set up and to man the Govermment orga-
nization (which remains understaffed) to deal with group ranches, and to issue the
regulations that allowed it to register the groups and to give them titles

on the heretofore communal land. (ii) This was the most difficult and
ambitious ranching scheme included in the project: besides there being new
enterprises to be created (a feature in common with the company ranches),
developing the group ranches implied changing the Masai's traditional cattle
raising methods and working with a pastoralist tribe which was not used to
commercial activities (the Taita in the company ranches were used to cash
crops). (iii) The Masai proved to be reluctant to invest in their newly
appropriated lands (formerly communal lands) as heavily as expected during
project preparation and appraisal.

4,08 The physical development achievements and the changes obtained in the
herds' technical parameters are very difficult to estimate, for almost no
records were kept on ranch inputs and outputs; reporting on ranch performance
was virtually absent throughout most of the project period.

4,09 One of the project's main purposes was to establish a lending system
combining ranch credit and technical services. However, this combination was
obtained only to a limited extent; the actual situation can be illustrated by
referring to the ranchers themselves and to the performance of two of the ex-
patriate officers involved in project implementation. It was assumed during
project preparation and appraisal that the commercial ranch borrowers would
be Europeans and, as such, not in need of special technical help. As the
project progressed, Africans took over the European ranches and applied for
AFC loans. Little technical service was offered to them by the project, and
since they lacked capital, the commercial ranch sub-component of the project
turned in part into a kind of salvaging scheme to keep some of the new own-
ers solvent and the cattle alive. Just the opposite happened to the group
ranches: they got the most intense technical assistance effort in the
project, but they used practically no credit. 1/ As for the foreigners

L}

1/ Most participants and observers consider the group ranch development the
most successful part of the project, which means that the part of this
"credit" project which has worked the best so far is the part which used
the least "credit."
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involved in project implementation, the first "Project Manager" tied up the
on-lending process while attempting to combine credit and technical services
through a quite detailed farm development planning procedure. The on-lending
component only began to move (in the sense of accelerated commitment and dis-
bursement of funds) when the Bank and the Government agreed on replacing that
project manager, a livestock expert himself, by a credit expert. Then the
"floodgates" of credit disbursements were opened. The technical standards of
the ranch plans which accompanied the accelerating credits have been criti-
cized by many observers, and some plans may never have been prepared in detail.

4.10 The IDA credit to Government was made at the standard service
charge of 3/4 of 1% for 50 years, including a 10-year grace period. Govern-
ment re-lent IDA funds to AFC at 3% for 18 years, with a grace period of 5
years. Long-term sub-loans to participating ranches were made at 7.5% for
12 years, with a 4~-year grace period. Short-term loans were made at the
prevailing interest rates.

4.11 Some of the long-term sub-loans plus most of the short-term working
capital have become due. In 1971/72, the small amount due was fully repaid
to AFC. 1In 1972/73, 21% of the then due amount was left unpaid; in 1973/74,
the unpaid portion increased to 25%, but in 1974/75 it was reduced to less
than 13%. These figures are equivalent to 7.4%, 13.8%, and 4.4% of the
respective outstanding balances and compare favorably with the percentage

in arrears of AFC's total agricultural loams (17.1%, 16.2%Z, and 11:0%,
respectively). By the end of 1975, 12.8% of the amount due for repayment was
in arrears, the company ranches showing the best record (3.0%Z), and the
individual ranches the worst (35.3%Z). Commercial ranches (7.3%) and group
ranches (12.2%) stood in between. If the present cost/price squeeze con-
tinues, as well as drought and overstocking (see para 5.07), arrears in AFC
will increase.

2. The Livestock Marketing Component

4.12 The project provided for physical facilities (establishment or
improvement of stocking routes, holding grounds, veterinary facilities,
quarantine stations, etc.) and organizational structures (the creation of
LMD) to ensure a steady flow of "immatures' (feeder cattle) from the low
potential range breeding areas to the higher potential range fattening areas
(a long-term move to facilitate further development and stratification of
Kenya's beef cattle industry) and to provide the "immatures'" required by the
project ranches. This component progressed according to schedule. Con-
struction or improvement of facilities and marketing objectives were achieved
(and usually surpassed).

4.13 Operating the marketing system proved to be far more difficult than
envisaged. LMD had to buy the "immatures" in North East Kenya and walk or
drive them south through the stocking routes provided for or improved by the
project. Some losses were expected. However, during the periods of droughc,
stringent veterinary regulations prevented further movement of cattle that
had already been bought by LMD or was already being driven through the routes;:
tens of thousands of heads of cattle were lost during the first three years
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of operation. There is no evidence that the ultimately disastrous action of
quarantining the movement of "immatures' south was deliberately imposed by
DVS to frustrate LMD activities. However, it may be guessed that if DVS had
remained in control of the marketing channel (i.e., if IDA had not required
as a credit condition that LMD be established as a separate unit outside of
DVS), DVS probably would have found ways to move its own animals, a liberty
it chose not to take when regulating to the letter of the law the movement
of cattle under the control of LMD. The possibility that the head of LMD,
in his efforts to be independent of DVS, did not effectively liaise with

DVS in working out his buying program to ensure that the stock routes were
considered disease-free before he did any buying should also be mentioned.

3. The Water Development in North East Kenya Component

4,14 Contingent upon a more detailed survey to be undertaken and financed
under the credit, the project provided for the construction of water points

at 20 mile intervals in a 20,000 square mile area in North East Kenya, selected
on the basis of the "water discipline' of the pastoral tribes concerned,
cattle populations, and development potential. The detailed survey was
carried out by a USAID team, who proposed a three-mile grid scheme on a much
smaller area - a scheme more intensive and conceptually different than that
originally envisaged. A revised proposal, covering 12,400 sq. miles with a
distance between water points in some blocks of only 5 miles, was prepared

at Government's and IDA's request. The number of facilities eventually
provided was greater than appraisal estimates but fell short of the revised
targets. In terms of area, only 3,000 sq. miles were developed, as compared
with the appraisal 20,000 sq. miles and the revised 12,400 sq. miles. The
audit agrees with the PCR and other reports that have supported the original
Government/IDA proposal and criticized the overly intensive development
actually carried out.

4,15 The Government still operates and maintains the dams and bore-
holes. 1Its services are generally satisfactory, although there have been
problems from time to time; repair costs are high due to dirty diesel oils
and inexperienced operators. No satisfactory method of raising fees for
operation and maintenance has yet been devised. The Government's argument
is that '"this cannot be accomplished until the users in the various areas
have been defined" and that '"the identity of users cannot be established
until much larger areas are developed and a pattern of range use can be
roughly determined. When the people can be more readily identified with
the land, a method of payment for maintenance can be worked out."” It is
difficult to say if something better could have been done in an arid area
with semi-nomadic pastoralist tribes wandering around, but one may wonder
whether certain tribes or clans could have been associated with the develop-,
ment of certain watering facilities from the very beginning, having them
discuss and approve their type and location, and partly finance their
construction. Besides having them involved in the construction, operation
and maintenance of such watering facilities, this kind of "ownership" or
"allocation" could have helped prevent or reduce the severe overgrazing that
came about associated with the years of drought which followed that develop-
ment (see para. J.11).
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4. The Ancillary Technical Services Component

4.16 As a complement to the direct techmnical services to borrowing ranch-
ers, the project provided for the strengthening of the ancillary technical ser-
vices of RMD and DVS through the financing of additiomal staff, operating budgets,
vehicles, equipment, diagnostic and laboratory facilities, and education and
training facilities. This component was implemented with only minor problems.
Staff costs in RMD were less than anticipated, but building costs were about
twice as much as planmed. Since only 43 houses were built instead of 53, RMD
spent a bit more than envisaged (US$0.63 million instead of US$0.54 milliom).
DVS spent only 63% of the appraisal estimate (US$0.18 million instead of
US$0.28 million) because of: (i) delays in getting new posts approved (in
some cases, not establishing them at all); (ii) salaries lower than expected;
(iii) delays in building, which resulted in the laboratory and officers' houses
at Wajir not being constructed; and (iv) as a result of the delay in the start
of the project, the Goverrment completed the vaccine laboratory at Kabete with
its own funds. Total expenditures in this category were slightly under the
appraisal estimate of US$0.82 million.

5. The Study on Beef Prices and Marketing Compomnent

4.17 At appraisal, IDA realized that there was not enough information on
livestock marketing and pricing to support the formulation of a sound and
permanent marketing and price policy. Thus, a special covenant was included in
the credit agreement requiring that Govermment prepare a study of livestock
marketing, movement and pricing in Kemya. Later om, the Govermment and IDA
agreed on reviewing and completing a study already prepared by the Institute

of Development Studies of the Nairobi University College. A committee was set
up to undertake this job, but it never completed it. The Government never
fulfilled this covenant under the first project. 1/

B. Project Supervision

4,18 IDA supervision was satisfactory and well scheduled. The technical
assistance provided to the Govermment by the supervision missions was useful
in securing improvements in project implementation and management.

4.19 However, the implementation of the study on livestock pricing and
marketing, referred to above, was overlooked by the sixth and following super-
vision missions and never completed. None of the participating IDA staff
members interviewed during this audit could recall what eventually hap-

pened with the study or why no further reference to. its progress was ever made.

1/ Such a study was included again in the second livestock project (Credit 477).
Arrangements were under way for this study to begin in August 1976.
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It seems that the matter was just forgotten by IDA. A checklist in each super=-
vision report calling the attention of subsequent missions to important matters
deserving follow-up (actions to be taken, expected results or events, matters
of concern, covenants or deadlines to be accomplished, etc.) might have pre-
vented this oversight.

4,20 From time to time, IDA ignored SIDA's interest in participating in
the supervision missions and in being informed promptly of their findings.
This was the only drawback in an otherwise good relationship between the two
co-financiers (annex 4).

C. Project Cost

4,21 The lack of accurate information prevents a precise calculation of
the final project cost. The PCR roughly estimated it to be US$1l.5 million,
almost in line with the appraisal estimate of US$11.4 million, with Govermment
and ranchers' contribution slightly smaller than expected and SIDA's contribu-
tion slightly greater.

4,22 Of total project costs, 587 was spent on ranch development, 18% on
livestock marketing, 177 on water development, and 7 % on the Government
ancillary services. More than planned was spent on the first three categories:
water development (507 over appraisal estimates), livestock marketing (187 ),
and ranch development (5%), the additional monies coming from "Category V, Un-
allocated" (ammex 5)., Disbursements from the credit followed a similar pat-
tern (annex 6),
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V. PROJECT PERFORMANCE AND IMPACT

A. General Comments

5.01 The project performance and impact has to be analyzed according
to a double standard. On the one hand, it must be taken into account that
this wag the first livestock project financed by either IBRD or IDA in
Africari/ that it addressed the development of the traditional cattle
raising system and was innovative in many respects related to pastoral
cattle raising, and that there were substantial constraints affecting imple-
mentation. Seen in this perspective, the project succeeded in promoting
both livestock and social development. It resulted in partial development
on 108 ranches rather than full development on only 60 as envisioned in the
appraisal report; it helped to increase herds in quantity and to improve
their quality,}/ and to develop rangelands and range water. Stock routes
were improved and a new agency was set up to market the northeasterm "im-
matures." Water facilities in North East Kenya were developed more in-
tensively on a smaller area than planned. The project contributed toward
improving techmical services. A spatially more integrated and functiomally
more stratified livestock industry emerged as a result of the project. 1In
the field of social development, the project helped some Masai tribesmen

to become progressively less nomadic and more sedentary and to begin to
adapt to the demands of commercial ranching., It also helped the advance

of the Taita people towards fully commercial activities.

5.02 On the other hand, it must be taken into account that this was
another livestock project financed by IDA whose performance must be judged
by usual Bank standards. Seen in this other perspective, the project looks
rather unimpressive: credit was not well coupled with technical services:
ranch-level records on inputs and outputs were scanty; reporting on ranch
performance was virtually absent throughout most of the project period;
funds were extended more for operating costs than for capital development;
technical coefficients seem to be far below the appraisal estimates; off-
take of "immatures" from North East Kenya for finishing off in higher po-
tential range areas was below expectations; and area with water development
in North East Kenya was well below the appraisal and revised estimates.

1/ It preceded by a short time the contemporaneous Uganda and Tanzania
first livestock projects, and by almost a year the Zambia one
(Credits 130-UG and 132-TA, and Loan 627-ZA, respectively).

2/ 1DA and Government expected that the proposed on-ranch investments,
including working capital and supporting techmical services, together
with better herd control and improved management, would result in an
overall improvement in herd and ranch output, with improved weaning
rates, reduced mortality, higher carrying capacity, and increased off-
take. Production has increased and herds have been improved, but
although the information collected heretofore on herd performance is
still inconclusive, progress already made in herd technical coefficients
seems to be disappointingly low if compared with the rather optimistic
projections made at appraisal.
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503 The main reason behind the rather successful aspect of project
performance was good project design. The loan application was prepared by
technicians knowledgeable about Kenya range livestock production, with the
help of a UNDP/FAO project staff, after years of experience and research.
The appraisal mission improved the Govermment proposal, gave the project
its final design, and rightly cut it down to a more manageable size (see
paras. 1.02 and 2.02). In addition, rather good weather during the first
years of implementation, the good performance of most of the project tech-
nicians (including most of the expatriate technicians hired for the proj-
ect), and the increasing international beef prices helped project imple-
mentation.

5.04 The main reasons that prevented a better project performance were
the controversial organization set up to implement the project, the in-
ability of the executing agencies to coordinate their work and to achieve

and retain good standards cf management, l/ the poor management of many of the
ranches, and the lack of good and lasting technical services to ranches. IDA
and the Government are to blame for most of these shortcomings; IDA is also
delinquent for not pressing the Government enough to improve project imple-
mentation. Three dry years in a row and the recent decline in the inter-
national beef prices have made the difficult situation of the ranches and

the project itself quite apparent.

B. Economic Results and Rates of Return

5.05 The project resulted in increased beef production. Since this in-
crease was made when international markets were favorable, the project re-
sulted in increased beef exports and foreign exchange earnings too. The
exact amount of those increases cannot be calculated because farm level
data is scanty,.

5.06 Beef prices in the international markets rose substantially during
the early 1970s. This increase helped both project implementation and
profitability. It increased the country's external exchange earnings. It
also allowed some increase in the price at which ranchers could sell cat-
tle bound for the export market and for some sold through certain market-
ing chamnels for the internal market.2/ In turn, this internal price

1/ The Government has rightly complained that management standards should
be kept as uncomplicated as possible, but in several fields, such as
monitoring and reporting, not even minimal standards were achieved.

The Government has also rightly complained that "one way of achieving
this (to keep standards as uncomplicated as possible) is to try as much
as possible to adapt the existing Government set-up."

2/ High export prices were not fully passed on to the producer, A part of
them was used to finance long-term capital developments at the Kenya
Meat Commission (KMC) and to maintain low consumer prices. Neverthe-

less, prices of cattle rose from 30% to 80% (depending on grade) from
1971 to 1975,
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increase boosted the demand for both cattle and AFC loans, spreading the
expanded income among cattle fattemers and breeders, and eventually al-
lowing commitment (in fact, overcommitment) of the on-lending project
funds with only a short delay. However, the project would not have col-
lapsed had the cattle price increase not occurred; it was sound and strong
enough for adequate development under the appraisal price assumptions.

5.07 Beef prices in the international markets have decreased since
their highest level in 1973; and the ranch development and operating costs
have substantially increased in the last two years (costs have risem from
407 to 3007 between 1972 and 1975, depending on the kind of input and the
kind of works), bringing about a cost-price squeeze that is jeopardizing
the economic and financial situation of all kinds of ranches. In addition,
Kenya has experienced three successive years of drought; and livestock
numbers have continued to increase above safe stocking limits. Therefore,
most ranches seem to be mow in a bad financial situation.

5.08 The shortage of reliable production data prevented the PCR and

this audit from producing current estimates of the financial rates of return
for each of the four ranching schemes supported by the credit or of the
economic rates of return for the project as a whole and its main componeT s.
There are three sources that can provide some information on this field,—
but all their computations are based on models, forecasts and guesses, and
practically no actual ranch-level data. If the audit had to venture a guess,
it would be that a present estimate of the project's rate of return would be
far below the appraisal estimate of 15.3%. ‘

C. Risks Brought About by the Project

5.09 Without detracting from its benefits, the project has increased
the risk of rangeland destruction in some of the areas involved, mainly
Masailand and North East Kenya. These risks were anticipated in the project
design, but only to a limited extent and perhaps without following through
to all the relevant implications.

5.10 When the project was conceived, the Masai were understocked as a
result of the drought of the early 1960s. It might have been relatively
easy at that time to convince them to limit their livestock increase to a
certain safe amount that could prevent overstocking. But delays in both
project approval and issuing regulations to implement the Land Adjudication
Act and the Group Registration Act set back the introduction of the needed
services to the Masai by almost four years. In late 1970 and in 1971, when
lending to the group ranches began, their lands were already, at best, on
the verge of being overstocked, and herds were still increasing. Persuading

1/ (i) H. Jahnke, H. Ruthenberg and H. Thimm: Range Development in Kenva:
A Review of Commercial, Company, Individual and Group Ranches, Studies
in Employment and Rural Development No. 4, Development Policy Staff,
IBRD, Washington, D.C., September 1974, mimeo, 86 pages plus annexes;
(ii) IDA, Appraisal of Second Livestock Development Project, Report
No. 193a-KE, May 9, 1974; and (iii) Kenya Second Livestock Development
Project, Draft Review Mission Report (August, 1976).
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the Masai to reduce their stock to a more secure level, compatible with the
actual carrying capacity of their land, has proved a very difficult task.l/
On the other hand, the project has increased the availability of water.

This increase has permitted a better utilization of existing rangeland
pasture resources, formerly constrained by the lack of water. But now the
Masai, having more water, can hold many more animals than the amount that
their prairies, under good management, could suppcrt - animals that would
have died of thirst without the watering facilities constructed with the
project proceeds. In view of the importance of daily milk supply to provide
their subsistence needs, the Masai regard cattle numbers of paramount
importance, particularly female breeding stock. The increasing human popu-
lation provides more hands for herding and puts greater pressure on cattle
to provide more milk to meet subsistence needs. Therefore, development of
the group ranches has allowed individuals to increase cattle numbers even
beyond the safe carrying capacity: to meet their subsistence needs, achieve
some economic independence, and maintain their position in society, but has
risked the contingent degeneration or destruction of the range pastures._2/

Sl North East Kenya is ecologically and ethnologically akin to southern
Ethiopia (Sidamo Province) and the southwestern part of Somalia (Upper and
Lower Juba, west of the Juba River). Closely related Somali and Galla speaking
tribes wander with their cattle over those parts of the three countries, moving
from one to another according to the local availability of grass or water and
the variations in the price of cattle. The project increased the availability
of water in only one "third" of that geographic area. In addition, the
development of stocking routes and holding grounds allows the Kenyan agencies
to buy in North East Kenya at prices somewhat higher than those usually pre-
vailing in the neighboring countries. 3/ since no similar development had

been made in the other two parts before the closing date of the credit, both
factors could lead to a higher density of cattle and, almost certainly, of
people in North East Kenya than would have existed had the water and marketing
facilities not been built. Such increased density of cattle could lead to

1/ Perhaps the need to repay the loans is going to force them to sell a
portion of their cattle.

2/ Under the Group Ranch registration, stock quotas were to be fixed and
were in fact set on some ranches. Attempts were made to implement them,
but the pressure from overstocked areas outside the project area limited
their efficacy. Now a few ranches have begun to attempt to limit intru-
ders, and it is hoped that as the social system changes and the value of
permanent settlement becomes more marked, the importance of respecting
boundaries will become more important and so allow stock control to be
implemented by the owner of the land.

3/ Higher, that is, as a long-term average, though in particular years the
reverse may be true, such as in 1975 with reference to Somalia.
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overgrazing, making the range-water-livestock system more fragile and vul=-

nerable, and threatening the range pastures here also with degeneration or
complete destruction. 1/

1 The project has brought about the risk of destruction to another
area: the Taita plains. Company ranches were located in a low, erratic
rainfall area previously ungrazed by cattle. The range quality was good
and, with capable management, large live weight gains could be achieved.
However, this range must be carefully used and monitored because permanent
overgrazing would destroy the perennial grasses and encourage the encroach-
ment of undesirable thicket species. This kind of range degeneration is
almost irreversable.

5.13 Government is well aware of these risks and is doing whatever it
can to convince Masai, Somali, Galla and Taita ranchers and herders to reduce
their stocks to safe amounts and to control overgrazing of their ranges. A
persistent and increased effort will be needed to attain these goals.

5.14 IDA is making its own contribution to the solutiom of the North
East problem, financing two new rangelands/livestock development projects

in Somalia and Ethiopia. In Somalia, the Trans-Juba Livestock Credit
(Credit 462-S0, signed on February 5, 1974, and effective October 29, 1974)
provides for the comstruction of five permanent cattle markets, one new
holding ground, and development of water supplies and staging points on more
than 1,000 km of existing stock routes. In Ethiopia, the Rangelands Devel -
opment Project (Credit 603-ET, signed on January 16, 1976, and effective
May 18, 1976) will provide for the construction of some 15 large water ponds
and the upgrading or impE?vement of some 220 smaller rainy season ponds in
the southern rangelands.—' The implementation of the two neighboring
projects will relieve some of the above-mentioned pressure the Kenya project
has put on the North East rangeland.

515 In addition, the project has exacerbated the conflict between live-
stock development and the wildlife preserve. Cattle has always shared the
Kenyan rangelands with wildlife - antelope, elephants, and others - and con-
flicts between both kinds of range users have arisen from time to time,
mainly in the dry years. The project, through the financing of water
development, has allowed both the grazing of ranges formerly inaccessible
to cattle because of their lack of water, and an increase of the cattle
that can be maintained in ranges already in use. The project financed the
buying of the additional cattle, too. This has sharpened the competition
between cattle and wildlife for the range resources and has increased the
cattle losses to predators. In addition, wildlife drinks the water pumped

1/ This risk has been exacerbated by the severe drought which followed the
development undertaken under this project. Livestock was concentrated
in the rather small developed area with the result that this area has been

severely overgrazed. The overgrazing would not have been so severe had
water development covered a greater area, as originally planned (see
para. 4.14).

2/ To avoid or minimize the threat of range pasture destruction, the Ethiopia
- project provides for close integration of water development and range
management in order to prevent overgrazing of hitherto protected areas.
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and stored with the project financed facilities, and some species, partic-
ularly the elephants, damage or destroy some of these facilities, increasing
both the ranches' operating and maintenance costs. Therefore,l?any ranchers
have been trying to get rid of the wildlife, either killing it=' or trying
to block or hinder the influx of wandering flocks or herds of wild animals
onto the ranches by measures that sometimes border the limits of legality.
Because both livestock raising and tourism are important industries and
sources of income and foreign exchange in Kenya, the development of either
should not jeopardize the other. The second livestock project has tried

to tackle this problem, providing for water development within the wild-
life preserves to help keep wildlife inside.

1/ Some ranchers have bought "hunting rights" from the Government and
have re-sold them to private hunters, getting rid of some wild
animals and getting some additional income at the same time.
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VI. THE FOLLOW-ON PROJECT

6.01 Another credit (Credit 477-KE, for US$21.5 million, signed June 5,
1974) was prepared and approved and is being implemented as a second phase fol-
lowing Credit 129-KE. It provides for the development of 60 group ranches, 100
commercial ranches, 21 company or cooperative ranches, and 3 feedlots. It

also provides for the development of 10 million acres of communal grazing

land in North East Kenya by providing water facilities and access roads.
Marketing facilities will be extended and improved, and transportation
facilities will be augmented. Three wildlife areas will be developed to

help overcome the resource competition with livestock. Finally, the project
provides for technical services, livestock census, training, project monitoring
and evaluation, and future project preparatiom.

6.02 Total project costshave been forecast at about US$60 million.
Foreign credits of about US$34 million will finance foreign exchange costs

of USS19 million and about 35% of local currency costs of US$41 million. The
IDA credit of US$21.5 million was made on standard terms to Government. USAID
funds - US$7.3 million - will finance water development and some ranch
development. Canadian funds - US$1.3 million - will finance water develop-
ment and the wildlife census and monitoring unit. UK funds - US$3.7 million -
will finance the livestock marketing component.l/

6.03 More than 12 separate departments in six different ministries are
involved in project implementation.2/ A Project Coordination Unit was
established in the Ministry of Agriculture to coordinate and supervise imple-
mentation of the project; its personnel includes a Project Coordinator, an
Assistant Project Coordinator, and supporting staff.

6.04 This second livestock project was appraised in October 1972. By
that time, the first project's water and marketing development in North East
Kenya was proceeding without major problems, the on-lending component had
finally gained momentum and most of the early organizational, management,
staffing, and personality problems had been solved or were being ironed out.
A system had eventually been designed for the preparation of ranch develop-
ment plans. The coordinating unit (RLA) was '"dormant" and had provided no
coordination at all.

6.05 The first livestock project was not a very simple ome. It proved dif-
ficult to set up an adequate administrative organization to carry out its imple-
mentation and to make it work; IDA's institutional requirements did not help to make
it easier. Irrespective of this experience, a large, complex second project was designed.

1/ The Canadian CIDA participation figure was amended according to the tables

B presented in the Review Mission Report. If the Appraisal Report figure
for CIDA (US$2.4 million) were taken into account, the total participation
of the extermal co-financers would add up to more than the total of Us$34
million referred to in the Appraisal Report.

9/ It must be pointed out that this second project did not proliferate new
governmental agencies, as the first one did, other than the coordinator's
office. The second project organizational complexity is rather attributable
to adding more old units to the interlocking structure established under the

first one.
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The activities to be developed were greatly inbreased, both in quantity and
quality, including the financing of Government action in new fields: wild-
life development and game preserves. The project cost was increased five-
fold. One concomitant result was the need to increase the number of foreign
and international financing agencies from two to four. Moreover, SIDA, which
decided not to participate in this second project, was only a kind of "passive
co-financier" with no substantive participation in the first one. The present
co-financiers are "active" ones, who insisted on separate appraisals, have
their own people in the field, participate in supervision and require separate
epproval of the decisions to be taken during project implementation. In
addition, the organizational structure set up for the first project, which

was at last working after the initial difficulties, was changed; the number

of agencies and ministries involved increased; and a new coordinating unit,
exhibiting and confronting the same kinds of problems as its unfortunate
predecessor, was conceived and implemented.l/ If some of the organizational
problems that plagued the implementation of the first phase were lessened,
others were aggravated.

6.06 Besides the increased complexity and organizational troubles built
into this second phase of livestock development, the continuing drought and
the cost-price squeeze have changed the highly favorable economic environ-
ment for beef production to one that no longer justifies many investments.

6.07 As a result of all of these problems, the second livestock project
has run into major difficulties., 1IDA and its co-financiers reviewed the
project in depth in February/March 1976, paying particular attention to
project organization and management, economics of beef production, and the
escalation of project costs.

6.08 Both IDA and Government are to blame for the excessive size of
this second project. IDA decided that, in the interest of making the best
use of scarce expert manpower in the Bank and in Kenya, it should try to
increase significantly the size of individual projects in the agricultural
sector. Encouraged by IDA's admonition about more and larger agricultural
projects, the Government prepared a very large project (US$81.5 million)
to be financed by the Bank and other donors. Attempts by the Permanent
Mission in Eastern Africa, which was assisting the Govermment in pre-
paring the project, to scale down both the annual and the total project
costs, were not accepted by the Government. The appraisal mission reduced
the total project cost from US$81l.5 million to US$50.9 million and, later,
USAID decided to defer consideration of the meat processing plant that it
wanted to finance, bringing costs down to US$43.4 million. This figure had
to be updated to take inflation into account and had to be increased to
meet the new IDA guidelines for contingencies, resulting in the present
figure of US$60 million.

1/ The personal qualifications and capabilities of the coordinator, and the
support he or she gets from the highest sector officers, are indeed impor-
tant factors in determining the quality of the coordination that can be
obtained in a certain situation. However, the quality of the design of
the organization to be coordinated is a far more important factor in
determining the maximum degree of coordination that can be achieved, and
even in determining whether a certain organization set up can be coordi-
nated at all.
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6.09 In spite of the net reduction, the second livestock project added
an enormous additional burden to the Govermment structure and created more
problems than it eliminated. It may have been more useful to Kenya's live=-
stock development had IDA restrained even more than it was able to the ex-
pansionary elements proposed by Govermment, and financed a simpler, more
straightforward follow-up project that would have comsolidated the progress
already achieved under the first one, before becoming involved in more ambi-
tious endeavors.



Alloc2tion of the Proceeds of the IDA Credit

As Presented in the Credit Azreemént

Y

(Amounts Expressed in US} Equivalents)

Category I - Part A of the Project

A, Iorg-%erm lcans for investrent
in ranch development

B. Supporting technical services
for ranch development

C. Short-term credits for working
capital

Category II - Part B of the Project

Development of facilities for
livestock movement and marketing

Category IIT - Part C of the Project

Range water survey and development

Category IV - Part D of the Project

A. Ancillary technical service of
the Range Management Division

B. Ancillary technical service of
the Veterinary Services Department

Category V - Unallocated

Total

$ 1,100,000

160,000

630,000

50,000

100,000

270,000

140,000
360,000

$ 3,600,000

&

o

1/ The pattern is jdentical for the STDA credit of US33.6 million.



ANNEX 2

Types of Ranching Enterprises to be Created

and/or Financed Under the Project

Supplementary Letter No. 6 of the Credit Agreement stated that

the following terms have the following meanings:

A. "Group ranching enterprise" means 2 ranching enter-

'~ prise located in the Kaputiei Section cf the Kajiado
District and opsrzted by a group of families having
grou.c representatives who are registered under the
Iand (Group Representatives) &ct 1988 and are the
registersd propristors of the land, the group Tain-
taining agreed stocking levels, marketing surplus in
rotation and herding their livestock as sex/age
aggregates, and yet continuing to own their livestock
separately.

B. "Cospany ranching enterprise" means a ranching enter-
prise located in the Taita District or adjacent arsas
of the Kwale or Kilifi Districts and operated by a
corpany whose land is leased from the Covernment with
its shareholders putiting up cattle or cash for shares
in the company.

C. "Tndivicdual ranching enterprise’ means a ranching enter-
prise located in the Keputiei or adjacent Sesctions of
ths Xajiado Distric® and cterated by an individual who
is the registered proprietor of the land, and has
given his herd a market-oriented structure.

D. "Commercial ranching enterprise" means an existing
ranching enterprise located in the lachakos, Iaikipia,
or Nakuru Districts or adjacent areas of the [lyandarua
or Nyeri Districts, which is oriented to the commer-
cial production and marketing of beef cattle.



By the
end of
1969/70
1970/71
1971/72
1972/73
1973/
1974 /75
1975/76
1976/77

Date of last
Disbursement

Closing Date
By the Orig-

inal Closing
Date,Dec/73

Percentage of

Total Amount

TDA Disbursements:

Sehedule of

Forecast and Actual

(US$ million)

Supervision Estimates

—— e

Appraisal v
Estimate Dec /70
0.74 ~
12 0.60
2.88 1.20
3.30 1.80
3.60 2.60

3.0

3.60

Dec/73 Jun/76
Dec/73

3.60 2.00

100 56

Mission Number

VI VII VIII
Aug/71  Apr/72  Nov/T2
0.l 0.Lbk 0.Ll
1.30 1.03 1.15
2.30 1.95 2.60
2.70 3.00 3.60
3.10 3.60
3.50
3.60
Sep/76 Mar/75 Jd1 /7L
Dec /7L
2.50 2.55. 3.10
70 87

/a By October 31, 1970.

/b By July 31, 197L.

/c By Jamuary 31, 197L.

ANNEX 3

Actual

0.06
O.Ll
1.15
2.50
3.60

Jul/7lL
Dec /7L

2.95

82



ANNEX &4

Involvement of SIDA in Project Supervision

SIDA did not participate in the first three supervision missions,
but IDA at least sent it a copy of its reports. Om January 14, 1970, SIDA
mentioned that it desired participating in project supervision and did so in
the fourth and fifth supervision missions. On November 26, 1970, SIDA asked
IDA to give them more notice than they had been getting as to the dates
supervision missions were likely to be in the field, suggesting at least one
to one and a half months notice before the departure of an IDA mission to
supervise any of the four projects that were then being financed jointly.

On July 12, 1971, SIDA had not yet received the fifth supervision report,
issued on December 30, 1970, and asked IDA when it was planning to send the
next supervision mission. But this one, manned only with IDA staff members,
was already in the field. 1Its report, issued on August 27, 1971, was not
sent to SIDA until November 1971, when SIDA had to ask for a copy. No
advance information was given to SIDA about any of the following supervision
missions;1/ SIDA did not participate in them. The latest supervision reports
for all the IBRD/SIDA and IDA/SIDA jointly financed projects in Kenya,
including the eighth supervision report on this livestock project, were sent
to SIDA on December 15, 1972, when SIDA requested them. No reference can be
found in the files indicating whether the ninth and tenth (last) supervision
reports were sent.

The Bank took steps, later, to ameliorate similar problems that had
arisen in other IBRD/SIDA and IDA/SIDA jointly financed projects.

1/ This means that IDA did not send written advance information to SIDA head-
quarters. PMEA staff members orally informed the SIDA representative in
Nairobi, however,



1. Total per Category

Cat. I Ranch Development
Cat. II Livestock Marketing
Cat. ITI Water Development
Cat. IV Govermment Services
Cat. V Unallocated

Total

2. Breakdown of Category I
per Ranch Type

Cat. I A-C Ranch Type
Commercial
Individual
Company
Group

Subtotal

Cat. I B AFC Ranch Division

Total Cat, I

3. Financing

IDA

SIDA
Govertment
Farmers

Project Costs and Financing

Forecast and Actual

__Appraisal Es timate/2

ANNEX 5

Actual Expenditures

No. No.

of Acres of Acres

$(000) % Ranches (000) $(000) _% Ranches (000)
6,250 55 - - 6,634 58 - -
1, 800 16 - - 2,115 18 = -

1,330 12 - 12,800 1,990 L7 - 2.520
800 7 - - 803 7 - -
1,200 10 - - - - - -
11,400 100 - - 11,542 100 - -

2,360 37 20 600 3,620 55 42 417

156 2 10 20 361 5 41 62
1,390 22 10 . 640 2,023 31 10 237
1,810 _30 20 700 280 4 15 545

5,716 (91) 60 1,960

6,284 (95) 108 1,561

534 9 - -

350

6,250 100 - -

3,600 31
3,600 31
3,800/b 34

400/h &4

11,400 100

5
6,634 100

3,600 31
4,136 36
3,480 30

328 3
11,542 100

/a As adapted by the PCR on the basis of the first side letter, which allocated the credit pro-
ceeds into the Categories of Goods.

/b  Amount allocated was slightly different from the appraisal report figure (US$3.6 million and

US$0.6 million) because of differences in original allocation between categories at appraisal
which reduced farmers' contribution from US$0.6 million to US$0.4 millionm.



Cat. I Ranch Development
Cat. 1II Livestock Marketing
Cat. III Water Development
Cat. IV Government Services
Cat. V Unallocated

Total

IDA Disbursements by Category:

Forecast and Actual

Original Allocation

ANNEX 6

Actual Disbursement

%

7, Increase

$ (000)  of Credit

1,890 53
540 15
400 11
410 11
360 10

3,600 100

% over

$ (000) of Credit Allocation
1,990 55 5
611 17 13
597 17 49
402 11 - 2
- ) - 100
3,600 100 0
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DEVELOPMENT OF STOCK ROUTES AND HOLDING GROUNDS
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Mr. John A. King, Assistant to the Vice President, October 7, 1976
CcPs
Kenneth A. Bohr, OED _
Project Performance Audit Report on Kenya First Livestoﬁk Project,
Credit 129.

We have reviewed the above report im the light of the comments
contained in the memorandum of September 27 from Mr. Yudelman to Mr. Baum,
a copy of which was sent to Mr. Rice. In response we have made some
changes in the text to clarify the references to project preparation
and to strengthen the paragraph summarizing the reasons for the success
achieved (cee attachments). These are in direct response to the com-
ments in the memorandum at the bottom of paragraph 2.

I have also confirmed to my satisfaction that other specific
comments made in the earlier memoranda attached to Mr. Yudelman's note
had been incorporated into the text of the version of the report under
discussion and that differences of opinion on certain aspects had been
clearly noted.

The attached memoranda by Mr. Olivares, the author-of the
report, set out in some detail how we have responded to the earlier
comnents received from CPS as well as those contained in this recent
memorandum. We are well aware that there is not a consensus of view
on this project among the various individuals who have been assoclated
with it and we do not expect a2ll to agree with our interpretation of
this experience.

Attachments.

ce: Mr. Yudelman [ | (A -



Mr. Warren C. Baum, Vice President CPS September 27, 1976

M. Yudelman, Director, Agriculture and Rural Development
KENYA - Projeet Performance Audit Report on Xenya First Livestoek

—_Development Project (Credit 129-xE)

p Weiner's memorandum to you and Wapenhans, dated
SBeptember 21, 1976, asks the question "are you satisfied that the com-
ments of your staff have been adequately taken into consideration.” We
mast reply in the negative.

i On April 23, 1976, Don Stoops commented on an earlier draft

of that audit report, and attached a copy of the comments of Gus Schumacher.
The main thrust of these remarks is contained in paragraph 2 of Stoops'
memorandum (eopy attached). It is simply this: evaluation and audit
reports, in gemeral, tend to dwvell on problems and "failures”. This Xenya
project has been labeled & success both in the POR and the Audit Report
(PPA) (paragreph 12). This view is strongly supported in the “Audit
Report on Technicsl Assistance in Agricultural Project Implementation -

& Pilot Csse Study: Kenya Livestock I (Credit 129-XE)", submitted to the
Board on August 12, 19T6. Paragraph 4.02 of that report states: "Soth
the author of the Project Completion Report (PCR) and the author of the
Project Performence Audit (PPA) placed Kenye Livestock I among the most
successful agricultural projects financed by the Bank or IDA ——-.” In
these eircumstances, we believe Bank staff would benefit most if the

PPA dvelt on an assessment of what were the ingredients (policy, managerial
and operational) that made the projeect a success. It is stated in para-
graph 12 of the FPA that "Good project preparation is the main reasen for
this result”. This is not true. 4As pointed out in paragraph 2 of Stoops’
April 23rd memorandum, the originsl preparation was very poor and had a
very narrow focus. Major preperation occurmed only at appraisal and was
done by the Bank appraisal mission.

3. On the other hand, the Audit Report on Techniecal Assistence
of August 19 doew dwell on whet some of the ingredients for the Project
being sucecessful really were.

k. We believe the PPA of September 17, 1976, attached to Mr. Veiner's
memorandum of September 21, 1976, should be more consistent with the Andit
Report of August 19, 1976 with its more positive and comstructive approach
and which has already been submitted to the Board.

DS%oops :mam
ec: Messrs. Darne
Rice

Hendry
Walden

Sehumacher



Mr. C. Willoughby, Director, Operations and Dvaluations April 23, 1976
Don Stoops, Livestock Advisor, CPS J’J

Project Audit Report on Kenya Livestock Dévelopment Project (Credit 129-KE)

1 Attached you will find a copy of the memorandum Gus Schumacher
sent you on April 6, 1976. Since I agree completely with his comments
there is no practical point to be served by repeating them in this memo.

2. I do wish, hovever, to amplify some points. The report is critical

of the cost and make-up of technical assistauce, maintaining that ihere were
plenty of qalified expatriates and some well-qualified Africens in the

country et that time who could have administered the Project, These people
were well-qualified in regulatory functions, but were inexperiented in a
developrent concept combining eredit and technical services to maxiumize
production and marketing in all sub-sectors and phases of the livestock

gector. In fact, the project preparation report, which was prepared
principal}¥y by the expatristes serving in the Kenya Government, proposed S

what amounted to a budgetary assistance credit to the Government to enlarge'#rwhﬂ”
the on~going regulatory functions of the Ministry of Agrlculture of Kenya. |
These were the same professionals who had been working in Kenya for several
Years, during which time no real development project was apparent in the
lifestock sector. Consequently, I think it important to emphasize that
without the help of the Bank and some more cevelopment minded expatriates,
the "innovative" project, which the Audit Report states has been guite
successful, might never have been born. As the project progressed, some

of the long-tern expatristes did participate in vafious aspects of the
project and their experience ws most useful.

3. The second point I wish to raise in one on which I have commented
in some previous reports and is particularly striking in this report.
Despite labeling the project as successful, I find very little comment on
what the ingredients and factors were whlch made it successful. Most of
the report deals with problems and functions that could be improved.
While not suggesting for one moment that these latter observations should
be glossed over, I strongly believe that it would be helpful to all
Operational Regions to have the Audit Reports on those projects which

are considered to be "successful", dwell heavily on what made them success—
ful. Moreover, it would certainly give & more positive and balanced
perspective to the Bank's top management and to the Executive Directors.

L. One furdfAer minor point, the statement in paragraph 2.07 "IDA's
Livestock Divieion, in charge of the Project, employed no expert in Public
Administration or Management: none of the members of the appraisal mission
had formal training in these sreas; —--" is both inaccurnte and has no
place in this report. The leader of the appraisal mission had directed

S itu s




C. Willoughby -2 - April 23, 1976

Colombia's livestock development program, including livestock research,
for ten years. Other members of the mission had also had extensive
experience in administering important functions and units in their own
countries. Lastly, the chief of the Division had not only been Deputy
Director and Acting Director of what was then the largest USAID program
in the world, but had also been V.P. for one of the leading lManagement
consulting firms in the U.8. Other members of the Division hsd similar
national and international experience in public administration.

DStoops :mam

cc: Memsrs. Yudelman
Darnell”
Rice
Schumacher




WORLD BANK / INTERNATIONAL FINANCE CORPORATION

OFFICE MEMORANDUiM

. TO:  Mr. C. R. Willoughby, OED _ DATE: April 6, 1976
, FROM: A, Sc g.'acher, CPS, A&RD

o

;_UBJECT: KENYA 129a Audit Revort "’

®
A
e

s Ted Rice asked me to dictate & few quick thowrhts on this draft
before leaving on mission. Principally, I find the repcrt unbalanced. While

concluding the Project was a "success", that it was distursed on tine and Y ek

that it was innovative as a first "cut" at Bank involvemsnt in African live- 7
stock, it gets too bogged down in some rather minor detsils. Since it was a D
"success", I would like to know "why" it was a success. Was it high cattle
pPrices; was it designed correctly; was it adainisteres well; was it super-
vised closely; did it basically have Government commitaent; what, in sum, were
the balance of factors that OED concludes led to its "steeess"?

s One area that is lacking in the report is the "setting"., In 1965
and 1966, Kenya had only been independent for a few vears, Very little aside
from veterinary assistance had been done to develop the traditional livestock
system in Kenya. In fact, many perscns in East Africa sere sceptical that the
African livestock systems should be developed and, as a result, proposed a
string of government-owned parastatal ranches in lieu of iirectly assisting
the traditional system (Tanzania, Zambie, Uganda). The outstending feature
of the Kenya project was its attempt tp address the tracitional livesto ¥ sec-

(&]
£

2 ot ¢t

tor. This effort, the Bank's first in Africa, was greeied with scepticisn, vl
verging on derision, by quite a few persons supposedly mowledgeable abcut
Africa. By bringing in a couple of externally recruited persons with ne bias
against the traditicnal sector, an effort was made by tre Eark to offset to

some extent this blas in the traditional "colonial" approach to livestock
developrent in the implementetion of the Project.

3. Also, I wmiss very much some of the mcre detailed ex roste studies

of the innovative "bits". No mention is nade of the hizaly competent "foreigners"
such as George Murphy, etc. who worked with the ¥asai arzd in the Taiti groups,
Also, little mention is made of the problems of the Livistock Merketing
Department. When I supbervised this project in 1970, ths Government had insisted
that LMD drive large numbers of cattle out of the NFD ip the dry period. The
losses were huge. -

L. On the institutional side, the report gives ihe impression that
IDA invented all those "complexities'. First, I don't think the Project wes

all that complex. Second, it was my impression that rary of the arrangerments
were suggested by local Kenyans as a way of getting a nunber of the local expat-
riates moving towards a development approech. To use tle existing line agencies
in 1967, agencies still dominated by "foreigners" would, in my opinion, have
doomed the effort to failure.

I.J’-' e e
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Mr. C. R. Willoughby -2~ April 6, 1976

Se Bringing in some non-British foreigners, in my opinion, provoked a
great deal of "creative tension" which basically made the project a flyer as
it shifted line agency thinking fror pure administration znd control functions
to a more developnent-oriented effort. What is also disturbing about this
eriticism of institutional complexity and foreign staffing, is that the second
project, which does not have this complexity of foreigners in line agencies,
is judged to be in a mess (pages 26 and 27).

6. I find OED's harping on overdesigned and complex Phase II and

Phase III livestock projects both tirescme and inappropriate. 1 have comnmented
several times on this issue to your Depariment. By exante evaluation, OZD
tends to usurp the supervision function so that Borrowers do not know which
Bank missions to believe and, more importantly, OED itends to give the
Borrowers the impression that these projects are already failures and that no
nore effort should be made to implement them. In fect, during our supervision
work in the late sixties and early seventies, we had all, if not more, of the
problens alluded to in the OZD report and wovxed with Government to overcone
the constraints. The denya project, distursed to schedule, with higher
econonic rates of return and with a fair degree of success in addressing the
traditional sector on the first "cut", is an exanmple of this. If OZID feels
that subsequent supervision work wes no+ as effective (work shifted to
Nairobi), then it should say so. I do not believe this is the case though.

Te Some nention is mede of AID's intensive range menagement approach,
I suggest that those involved in AID's reconmendations on this matter be given
an opportunity to comment on OED's criticism.

8. On rates of return, I find the 18-19% mystifyirg, Certainly, the
ecological factors on over-grazing by the Masai are not ftlly taken into
account, If they only invested in the most profitable "gccdies" from a short
tern point of view (water holes), these are just the investments leading to
overstocking and, effectively, & reduced carrying capacity in the lecnger term
leading, I would posit, to lower economic rates of return on & 20-year basis,

9. I will be away for a month and would be pleased to discuss this
draft with your staff when I return. I sugbest you should obtain Chisholn's
view -- he was on the various surervision nissions and is also very knowledge-

able on Kenya. Also, I suggest you send & cory to Fred Krobel in California
as he is keen to contribute at no cost to reviewing such reports where he
participated in supervision efforts.

ASchuracher:vng

cc: Messrs, E.B. Rice
J. Olivares :
Ds Stoopsh////
J. Fransen (o/r)
F. ¥nobel (California)
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INTERNATIONAL DEVEL AENT | INTERNATIONAL BANK FOR INTERNATIONAL F L"
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT | C ON Lrr P

L

OFFICE MEMORANDUM /"~ * =

TO: Mr., Shiv S..Kapur DATE: October 4, 1976

FROM: 3, Olivares

SUBJECT: Mr. Yudelman's Memorandum on Kenya First Livestock Project (Cr. 129-KE) iafé

e

1. The '"successful" label - The first draft PPA report labeled the
project a success, Some of the comments that we got on that first draft
\criticized the "rosy" approach of the report and presented evidence to sup-
port their view. After all the comments were taken into consideration, the
!files and our interview notes reviewed once again, and the matter thoroughly

F-M )
i ) s~V |discussed within the agricultural evaluation group, we got a mew picture of

L.‘_’M:he project: a quite successful project when its pioneering nature and the
|strategy it tried to implement are taken into account, but a rather medi-
‘ocre one (we said "unimpressive' in the report) when analyzed in the light
of conventional economic criteria. We think that this picture reflects

the project more fairly and correctly and, therefore, we amended the report
L'+ accordingly, presenting a less rosy and more sweet-and-sour image.

o Gl \’
: A/ ,#“E.' b The lack of analysis of what made the project successful - This
4 v ~+?
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|L.-observation was made by Mr. Stoops and Mr. Schumacher in their comments on

- the first draft report (memos attached to the memo discussed here). We

" found this criticism valid to some extent and amended the first draft re-
port accordingly. The final draft report, as sent to Mr. Weiner, contained
a new paragraph, explicitly stating our judgment on what had given that suc-
cessful aspect to the project (para. 5.03). 1In addition, we modified, ex-
panded and strengthened the paragraph dealing with the (in our view) most
important factor (good project design) of the project's successful image
(para. 2,02), using for that purpose another of Mr. Schumacher's comments,
and added another new paragraph to explain who had prepared the project
(para. 1.02). The Bank's role in project preparation was highlighted in

V/hll three paragraphs, as well as in others (e.g., para. 2.03). Therefore,
we thought we had correctly answered in the final draft the correct criti-
cism we received on the first draft. ’ jﬁ

3. The judgment on what gave the project a successful image - We con- _(f
cluded that ''good project preparation" was the main reason for this result, g
but the memo does not agree with this conclusion. We still think that that .
was the main reason, however. In our view, the project, as it was approved oy
by the Bank, was nicely designed and, besides the organizational flaws we $J;'5
/ w

think its design contained, was very inmovative and quite well suited to

Kenya's possibilities and constraints for livestock development. Indeed,

we presented good project preparation as the most outstanding project feature“{f v W
(paras. 1.02, 2.02, and 5.03, already mentionmed). In addition, the memo dis- JP #f*
criminates between two stages: '"original preparation" and "preparation at '

appraisal," and says that the first "was very poor and had a v narrow |/ gy
focus." We still think that important contributions were made during both \'Q’ ;f
stages, and that the original application already contained many of the Lo D*
features that we have praised. ‘kﬁ



4, Sometimes, '"project preparation' has been narrowly defined as

the process of preparation by Govermment of the loan/credit application.

We prefer to define '"project preparation' as a process that goes up to

the moment the project is fully prepared and ready for appraisal, whoever
handles the preparation job (the country, the Cooperative Program, UNDP,

a consultant, or even the appraisal mission). To avoid such confusion, we
have now introduced further though small terminological changes, partic-
ularly in para. 5.03, substituting for the words '"good project preparation"
the phrase ''good project design'" in the final draft PPA report.

5. In conclusion, we think that the final draft PPA report duly took
into account the comments received, that the small terminological changes
introduced now can prevent future misunderstandings, and that no further

changes should be (or need to be) introduced.



TO:

FROM:

SUBJECT:

INTERNATIONAL DEVEL ENT | INTERNATIONAL BANK FOR INTERNATIONAL FINANCE
REC

ASSOCIATION ONSTRUCTION AND DEVELOPMENT | CORPORATION
OFFICE MEMORANDUM
Mr. Shiv S. Kapur DATE: October 4, 1976

J. Olivar

—
Comments by Mr. Schumacher (his memo of April 6, 1976)

1. Para, 1 - We agreed to this comment and amended the draft report
accordingly (see my memo on Mr. Yudelman's comments, para. 2).

2, Para. 2 - We agreed to this comment and amended the draft report
accordingly. Moreover, we used some of his own words in the final draft
(para. 2,02). We only disagree with the emphasis put in the last sentence
on the role of the expatriates in offsetting the '"bias against the tradi-
tional sector," emphasis which we find unbalanced.

3. Para, 3 - We added a sentence mentioning 'the good performance of
most of the project technicians (including most of the expatriate techni-
cians hired for the project)" as one of the reasons that helped project im-
plementation 1/ (para. 5.03). A new paragraph was added to mention IMD
problems (para. 4.13).

4, Para. 4 - We amended the wording of paras. 2.03-2,07 so as to pre-
vent any "IDA inventing" impression and to stress the Bank's positive role
in identifying flaws in Govermment organization. It was not the complex-
ities of project organization that was criticized in the PPAR, but the lack
of relevant expertise in the Bank to design major changes in complex organ-
izations. Thus, the wording was changed to stress this point; the word
"complex" was deleted altogether,

5. Para. 5 - "Creative tension'" is only a euphemism; the clashes
between the "British foreigner'" Meadows and the "non-British" (but from the
British Commonwealth) Miles can be described only as '"destructive"; project
implementation and, therefore, the country suffered., The "shifting" over
"line agency thinking" did not "make the project a flyer"; it kept it

grounded for a couple of years.

6. Para, 5 - The second project does have a very complex organiza-
tion. This sentence should have come at the end of paragraph 4,

P Para, 6 - This comment does not refer to the PPAR, but to a gen-
eral OED policy.

8. Para. 7 - They were given such an opportunity.

9. Para. 8 - We dropped all the original paragraphs on rates of return

except the one that said rates of return could not be computed.

10, Para, 9 - We got Chisholm's and Knobel's comments.

1/ Qualifying George Murphy as either a "foreigner," as Mr. Schumacher put
it, or a Kenyan, is quite a difficult task,

717
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M. Warren C. Bauws, Vice President CPS September 27, 1976
M. Yudelman, Pirector, Agriculture and Rural Development

KEGYA - Project Performarce Audit Report, on Kenya First Livestock
Development Froject {Credit 129-XE)

: 18 lervyn Yeiner's memorandum to you end Wapenhans, dated
Septexber 21, 1978, ssks the question "are you satisfied that the com-
ments of your staff hove been adeguately taken into consideration.” We
must reply in the negative.

2. Cn April 23, 1976, Don Btoops commented on an earlier draft
of that sudit report, and atlached & copy of the corments of Cus Zchumacher.
The nain thrust of these remarkes {3 contained in paraseraph 2 of Stoova!
meporandum (cony attachied). It is sisply this: evaluation and sudit
reports, in general, tend to dwell on problems and "failures”. Tais Xenya
project haa been labeled & succesns voth in the PCR and the Audit Report
(PPA) (parasrepn 12). Tois view is strongly supported in the “Audit
fReport on Tectnies) Asziastance in izricultural Project Inplementation -

& Pilot Csse Stady: Kenya Livestock I (Credit 129-XE)™, subnitted to the
doard on August 12, 1074. Tarasraph 5.02 of that report states: "Soth
tbhe author of the Projszct Completion Report_(??ﬁ) and the guthor of the
Projeet Performance Audit (FPA) placed Kenva Livestock I ewong the rost
successful azricultursl projects financed by tha Yank or IDA —--." In
these circumstances, we Lelieve Bank staff would benefit most £ the
PPA dwelt on an sssessmont of what were the ingredients (policy, mannserial
and operational) that _u49 the project 8 success, It is stated in pauq
groph 12 of the FPPA that "Good project vreparation is the rmain reascn for
this result”. This is not true. £3 pointed out in parasransh 2 of Stoops®
April 23rd mmmarandus, the originzl preparation was very poor anll had a
very narrcwy focus. Hajor preperation oceourrzed onlr at appraisal anl vas
done by the Dank appraisal mission.

75 On the other hand, the Audit Report on Technieal Assistance
ef fugust 1% doaw dwell on vaet some of the ingredients for the Projzct
beingz succesalful really vere.

4, We believe the PPA of Septemher 17, 1975, sttached to Mr. Veiner's
nenorandum of September 21, 1976, should be rore consistent with the Andit
Repgort of Aupust 19, 1G76 with its more positive and constructive approzch
and which has already been subnitted to the Board.

DS%oopsinan

¢c: iessrs. Darne
Iiice
Hendry
Valden
Schumacher



ALD BANK / INTERNATIONAL FINANCE CORP( TON

September 21, 1976

To: Mr., Baum
f.&—..h._?ygﬁ%% / yﬂ wﬂx

From: Mervyn L. Hemer

Subject: Project Performance Audit Memo on
Kenya First Livestock Project

Are you satisfied that the comments
by your staff have been adequately takeu into

account?



TO:

FROM:

SUBJECT:

WC ) BANK / INTERNATIONAL FINANCE CORPORA W

OFFICE MEMORANDUM

Mr. Mervyn L. Weiner, Director-General, DATE: September 17, 1976
Operations Evaluation 4
Shiv S. Kapur, Director, OED

Project Performance Audit Repoft on Kenya First
Livestock Development Project (Credit 129-KE).

I am attaching for your approval the Project Performance Audit Report
on the Kenya First Livestock Development Project supported by Credit 129-KE
of 1968. The report has been revised in light of comments provided by the
Eastern Africa Regional Office, the Central Projects Staff, other persons
in the Bank once associated with the program, the Regional Mission in Eastern
Africa and the Ministry of Agriculture of the Government of Kenya.

#

1 - -
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Attachment

G
cc: Messrs. Baum O\ \
Pleage LUq,){nf-\nr\s - A\
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1165 FOR KAPUR DIRECTOR OED

REMYTEL 1149 JUL 30 KENYA LIVESTOCK, NORTH HAS ASKED SULAIMAN TO
FOLLOW UP WITH GOVERNMENT. REGARDS DEWAR
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Telegrams: ‘“MINAG”, Nairobi
Telephone: Nairobi 335855
Wheé replying please quote

Ref. No. "pRP,.E{iEE-GRD /7/1/14 P.O. Box 30028, NAIROBI

MINISTRY OF AGRICULTURE
KIL "™ ‘O HOUSE
CATHEDRAL ROAD

..... 3rd.August,...... 19..76

3. Ya Olvanes

Mr. Christopher R. Wiloughby,
Operations Evaluation Department,

The World Bank, \J

1818H. Street, (

WASHINGTON D.C.20433. e /
QL:W

Dear Mr. Willoughby,

COMMENTS ON PERFORMANCE AUDIT
REPORT CREDIT 129 KE - BY MR. JOSE OLIVARES

Thank you for giving us the opportunity of reviewing the
subject report. Ithas been examined by the agencies with
responsibilities for Project Implementation as you requested.

We find the report well documented and we will therefore
confine our comments to the clauses which we feel need some
clarification.

Para. 4.03 - The rather small area of inteinsive
development in the North-Eastern Province under Phase I of
Livestock Development Programme has probably created a bad
impression of theentire North-Eastern component. This is
unfortunate because the original layout of the North-Eastern
programme called for a much wider distribution of water.
Nevertheless, the severe overuse that the development area has
had come about largely because of a severe draught which followed
that phase of development. Livestock were concentrated in the
rather small developed area with the result that the area has
been severely overgrazed. This gvergrazing would not have been
so severe if water development had been less intensive. Houwever,
it was impossible to control livestock numbers in the area because
the surrounding areas did not have water.

The Government is aware that an error in development
policy was done. The fact that the decision to develop the area
intensively was done on the advice of a donor does not reduce

' the Governments' responsibility in any way. It does however make

us more conscious of the fact that such misjudgements must be
closely gurded against in the future.

We do agree that no satisfactory method of raising fees
for maintenance of dams and for operating boreholes has been
formulated. However, it should be realized that this cannot
be accomplished until the users in the various areas have been
defined.

& 5;060
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Telegrams: “MINAG”, Nairobi

Telephone: Nairobi 335855

Whé replying please quote

Retls Moo
and date

MINISTRY OF AGRICULTURE
KILTMO HOUSE
_ATHEDRAL ROAD
P.O. Box 30028, NAIROBI

It seems most reasonable although further delay is unfortunate,
that the identity of users cannot be established until much larger
areas sre developed and a pattern ofrange use can be roughly
determined. When the people can be more readily identified with
the land, a method of payment for meaintenance can be worked out.
Maintenance schedules and cost of the maintenance are currently
being worked out.

Para. 4.12 = The Kenya Government is asware of the
need for & continuous review of our livestock marketing and
pricing policies. In keeping with this aswareness, arrangements
\are under way for a marketing, pricing and processing strategy
o study of Kenya's meat industry to begin in August this year.
Hor . ,The study is quite comprehensive covering aspects of meat
Jpruductiun, marketing and processing in some details as well as
h»ﬂ*“ ; examination of policies and programmes that may help to increase
' V A the gquality and guantity of Kenya's meat output in the coming
g .., |years. The results of the study will be used to re-examine

W ~ |policies related to livestock and meat prices to determine if
o~ further changes are required. UWe consider this approach more
* logical than arbitrary adjustment of livestock prices.

o die ® In conclusion, I wish to apologise for the delay in
kﬁl”” submitting our comments and wish to inform you that the delay
L »* was due to the fact that we wanted to give various implementing
s’ agencies a chance to comment.

CeC.
Permanent Secretary,
Treasury,
NAIROBI

Mr. North,
Regional Mission of East Africa,

NAIROBI



July 30, 76 INCOMING TEIEX From Nairobi ¢ Setd sd

-

Distributions

Mr. Ka G10
e T8

1149 FOR KAPUR, DIRECTOR OED

FURTHER MY 1096 KENYA LIVESTOCK I.

OPERATIONS EVALUATION REPORT.

I HAVE BEEN UNABLE, NIN SPITE OF REPEATED REQUESTS, TO OBTAIN

THE GOVERNMENT COMMENTS ON REPORT. THEY HAVE PROMISED THESE FOR
MONDAY AND HAVE ADVISED ME THAT THEY WILL REQUEST MINOR AMENDMENTS
BEFORE SUBMISSION TO ED'S, HOWEVER IN VIEW OF PAST FAILURE TO
OBTAIN THE DOCUMENT, I HESITATE TO GUARANTEE THAT THE COMMENTS
WILL BE SUPPLIED ON TIME. IF THEY ARE I WILL PRECIS MAIN ISSUES
AND SUBMIT IN TELEX. REGARDS DEWAR

Hel=a
7/30
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1052 FOR RICE

KENYA FIRST LIVESTOCK PROJECT AUDIT REPORT

IN URTEL 1143 OF JUN 18 YOU ENQUIRED WHETHER KENYA GOVERNMENT
INTENDED TO COMMENT ON AUDIT REPORT. HAVE BEEN ADVISED THEY ARE
COLLECTING DATA AND HOPE TO HAVE COMMENTS COMPLETED BY END OF JULY.
REGRET DELAY IN REPLYING. REGARDS DEWAR
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CEMMUNICATIONS
IN URTEL 1143 OF JUN 18 YOU ENQUIRED WHETHER KENYA GOVERNMENT SECTION

"ENYA FIRST LIVESTOCK PROJECT AUDIT REPORT

INTENDED TO COMMENT ON AUDIT REPORT. HAVE BEEN ADVISED THEY ARE
COLLECTING DATA AND HOPE TO HAVE COMMENTS COMPLETED BY END OF JULY.
REGRET DELAY IN REPLYING. REGARDS DEWAR
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JUNE 17, 1976
105k

PLEASE CHECK IF GOVERIMENT IS GOING TO SEND US ANI COMMENT ON DRAFT AUDIT
REPORT KENYA FIRST LIVESTOCK PROJECT (CR 125-XE) AND IF S0 WHEN STOP

REGARDS
E.B. RICE

Credit 129-K8
J. Ulivares

E.B. Rice
Operations Bvaluatiom




2873 P'b&- .-ligan DI‘. ] NO.2
Walnut Creek, Ca 94595
June 3, 1976

Mr. Jose Olivares

Operations Evaluation Department
The World Bank

1818 He St. N.W,

Washington, D. C. 20433

Re: Project rerformance Audit Report-
Kenya Livestock Development Project
Credit 129-KE

Dear Mr. Olivares:

This is the first opportunity I have had to respond to your letter of
May 11 transmitting a copy of the referenced report as I have been away
on a 4-weeks trip to the Midwest. Even though my comments may be too
late to be of use I shall offer a few for whatever they may be worth.

l. Under Project Impact most of the space is given to the financial

rate of return (FRR) for each of the four ranching schemes. I find
such analyses quitemeaningless, first, because of the short period

of time involved, and second, because oif the lack of substantive dats.
Any FRR calculations to be significant would need to be based on
inputs/outputs over a period of at least 10 years, would need to be
accurately maintained, collated, and evaluated. To believe that such
would be done in the African environment is unrealistic. What seems
to be missing or rather not enough emphasis has been given to what
effect, if any, did the Project have upon such objectives as improve-
ment of animal husbandry practices, better animal health care in-
cluding facilities and services, what was the feeder cattle takeoff
from the Northeast Region and does the marketing scheme now provide
the Northeast nomadic livestock people with a better market outlet.
(No mention is made of the problems incurrdd with the implementation
of the marketing component and, as I recall, there were some serious
ones). Referénce is made that technical coefficients were below
appraisal estimates - I am not suprised but nothing is said as to
possible reasons e.g., lack of good breeding bulls, drought condi-
tions, unwillingness of the livestock people to accept better man-
agement practices or lack of capable technical services to assist
them.

In summary, if as a result of the Project there is a growing aware-
ness and increasing demand among the livestock producers to improve
their productivity it then was a successful project regardless of
how high the FiR's. (I have a feeling from this audit as well as the
one on the Tanzania Livestock Froject, Credit 132, that the audit
teams have not included a practical livestock economist).
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I find various references to the role of the Hange Livestock
Authority (RLA) to be inconsistent. Para $.19 infers that it
never performed its job; para 5.20 states that the organization
set up for this project finally was working but was changed for
second project; and para 2.05 that RLA never functioned as a
coordinator and did not function at all after 1970. It is my
recollection that RLA did function during the first years of the
Project. I think that Chisholm and I did Supervision IV in March
1970 at which time we had an excellent meeting with RLA. Hence,
it is misleading to state that it never functioned. Furthermore,
if it ceased to function after 1970, why did it collapse.

The report criticizes IDA for not being more flexible to effect
quicker implementation. I think that this is largely in retro-
spect and does not reflect the prevailing Bank/IDA policies in the
'60's., Perhaps so but I never knew that an IBRD loan could have
been made pending possible replenishment of IDA funds. Even so I
doubt that any borrower would %ccept such a contingency. Another
point is made that it would no een necessary to await compliance
with all conditions for effectiveness before declaring certain com-
ponents eligible for financing. Reference is made to the Zambia
project (para 3.02) as a precedent. However, I believe that the
Zambia project came after the Kenya project.

Thank you for an opportunity to review this audit report though it
should be kept in mind that my involvement with the Kenya project was
largely the one supervision that I did.

A

cc:A.Schumacher Fred H. Knobel



Headquarters:
Washingion, D.C., U.S. A.

t INTERNATIONAL »ANK FOR RECONSTRUCTION ANy DEVELOPMENT
AR T . Cable Addross - INTBAFRAD LONDON
LONDON OFFICE:
NEW ZEALAND HOUSE, HAYMARKET, LONDON SWI1Y-4TE, ENGLAND
Telephone - (01) 930-3886/3887

lst June, 1976.

Mr. Josd Olivares
Operations Evaluation
The World Bamk

1818 H Street, N.W.
Washington, D.C. 20433
Vs 55 #s

Dear Mr. Olivares,

re. Project Performance Audit Report
ZAMBIA Livestock Development
Project (Loan 627-ZA)

Many thanks for your letter of May 6th and a copy of your first
draft. I have found it fascinating reading and congratulate you on it
for its most satisfying blend of factual information and philosophical
questionings on project lending.

As you will see I have confined my remarks to specific points
(of criticism of the Project) with which I am acquainted although I
realise that these apply to a very early stage and that thereafter much
water flowed over the dam. I am very sorry I lost touch with the Project
so soon and was only on the fringe of the preliminary discussions of those
who came to discuss the second Project. Perhaps the Area Control of Projects
which has occurred since my time is now leading to better continuity and
specialisation in both preparation and supervision which can only be to the
good for technical and 'personal' reasons, i.e. maintaining the contacts
and enthusiasms of those originally involved.

I hope that when you have time you will tell me about the
'missing link' I mention in my notes —-- the C.S.B. connexion, so crucial
to marketing. The C.S.B. Manager was first class and I almost shuddered
to hear him talk of perhaps packing-up and returning to Scotland to farm.

I do not know how many audits of this kind have been done. As
Chris knows, I became interested in the subject in South America where I
found it difficult to measure results (in increased production) from
numbers of loans for beef production in Uruquay and Paraquay; and tried
to promote the idea of monitoring the production facts of a project from
the beginning. Obviously it was wrong to judge 'success' by speed of
disbursement of loans whose terms, with the inflation raging at the time,
were gifts to the recipients.



Mr. Jose Olivares -2- 1st June, 1976.

I am not sure if you came across the notes of our final
meeting with the Zambian authorities and so I am enclosing a copy.
You will see how I summarised our views on the Project.

Kind regards and also to Chris to whom I hope you will
show these notes.

Yours sincerely,

hedu

J. Edwards

Enclosures
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liotes of Meeting, Ministry ef Finance, Lusaka,

Pemarks of Dr. Edwards

Ir. BEdwards thanked Mr. Kasonde and Ir. ¥hasita for the con-
nlr‘emble amount of their time that had been put at the disposal of
the Mission during its visit; and also Mr, Dennint and his collearuss
who hax] made most effective arrangements so that the Mission had been
able to see all it wanted to see and meet all those with whem it
wished to discuss Mission matters.

The Project Dr. Edwards stated that in the view of the Mission, the
project and its objective of increasing beef and milk supplies within
the country was basically sound at present costs and prices, provided
it was well manaped.

He said that the iission would propose sase conceptual
changes in aspects of the project and therefore he would describe First
the ways in which beef and mdlk production in Zambia might develop.

For beef, there was likely to be a use of the extensive
rancling area for the rmoc‘uciion of weaners in 'extensive' conditions
and a separation of the fattening function (except at Mbala and Chisinca)
which could be concentrated upon elaculiere.

By the removal of ateers as wesncrs nunbers of breading cous
on rost ranches could be almost doubled and therefore many more
weaners would be available for fattening.

As for finishing or fattening, Dr. Edwards expressed the Le-
lief' that this would increasingly became an intensive operation on
fab hirh eneroy rerimes such as maizes The fact that Zaabia could producs
Tilze cleaply and efficiently should be rade use of by the animal
inclustry,

Creraticnal  Intensive fattening could take rlace in larre feed lots
but ~ould equally wall be developed in smaller units under the conticl
of traditional farmers or cooperatives. The aim should be to {inish
steers at around 15 to 18 months rather than at up to 43 years as at
present,

Conzequential Chanses  The chanpes just referred to would nean Gyocial
attention to breeds and crosses for the purpose and to new feedin,
tocl"uqubgn

fs for breedg, it would be desirable to select a hady Do Live
oo well suited to the extensive rancidne environsant ond Cel] n.,.i--
Thcuch not too laree itself, of producing a lampe weancr calf uhen
cronsed for beef preducticn, In addition, tiis weamer calf if v
fer finishing on Ligh encroy feeding vould recuive to pessess lean-noat
qualities., A breed or cress friven to easy fatteningT at anall live
woilphts would be wost undesirable.



Dr. Ldwards said that fortunately both for information on
breeding in the future and on feedinp systems on high enerpy diets,
thz research work now in propgress at ikizabuku and at Mt. iikula would
help enomously in throwing light on these questions. He dso
mentioned that the Mission had asked M, Martin to draw up Mn:‘

lans, short term and long term, with the help of authorities In
the country such as Messrs. Cruickshank, Gordon and Addy.

Milk Supplies In discussing the dairy situation, Dr. Idwards said
that the Mission had naturally been very interested in the comparative
economics of fresh v, reconstituted milk and was much in favour of
closing the pap in supplies by increasing supplies of fresh milk i.e.
of a larger Zambian Dairy Industry. He pave two reasons for this :

i. the fact that Zambia could not count indefinitely
on importing milk powder for reconstituticn at
present low give-away prices, and

ii. that the flourishing dairy industry based on
fresian cattle could also make a considerable
contribution to Zambia's beef supplies.

Dr. Edwards cave the Mission's reasons for discarding the
Kafubu dairy scheme, which,besides the laterite problem, had unidesir-
able hiph cost features. In place of this the Mission was very much
in favour of a number of 400 cow units in low cost areas of production
with the new feature, not previously considered, of a feed lot for
fresian steers attached to each and capable of producing 200 {resian
bullocks anrually on high ernerpy diets such a8 maize, Animals feedins
ad 1ib on these diets should be capable of reaching 850 1bs live
weight at 12 nonths. Dr. Edwards said that production of becf on
these lines as a profiteble adjunct to dairy farming was now well
proved in countries such as Israel, Yuposlavia and Great Eritain
and that Dr. Addy of the ARC's animal productivity unit was about to
start similar work with fresian cows.

Dr. Edwards mentioned parenthetically that being so ceriein
of the result he would like to see an immediate end to the slaupiiter
of at least 3,000 fresians steer calves which, if salvaged, could pro-
duce 750 tons of beef per annun,

Suraary of possible lon situation . Fawarxds said that in the
absence of certain essential financial facts it was not possible to e
procise about the size of the leoan, but that it was likely tihat it
vould not vary greatly fraa the oripinal amount as conceived,  Th
scope of the project would be likely to inclwle two weanor/latton v
ranches, at least 8 ranches for weaner production only and pevhig s

3 to 4 400 cow units for dairy production in addition to Cravitts
farm already in operaticn.




Meat Marketing Cuestions  Local problems were likely to arise in the
country around Mbala and Chisinpa areas but discussions bad taken
place with the Cold Storape Board which was likely to accept
responsibility for finding a solution.

Hationally, it might be possible that the increasing produc- |
tion of weaners could create a marketing problen and to solve this it [
would be necessary to strengthen the functions of the Cold Storage ¢
Board, including its credit operations.

Manarement Dr. Edwards said that it was not easy to assess the

. management abilities of the ADC and ZCDL since neither was yet properly
in hamess but a consideration of the structures of each led to tle
conclusion that they would require strenpthening on the commercial and
business side and that the ZCDL would require additional support for
the development of the dairy propramme. . The Mission hoped that {1
discussions that had already taken place betwicen ZCDL and Messrs.
Cocper Brothers, that the latter fimm which the Mission had interviewed
would lead to a first class service of ranch management and costin s
which was considered essential to the commercial success of the ZCiL,

The Timne Teble Dr., Edwards described how work would projress on the
lMissions return to Washington, but said that it would be impessible to
finalise estimates ete., until the Mission was in pessecssion of the
balance sheet reflecting existing as sets, cash flow projections enlcu-
lated in Zambia, proposals for the equity share capital structure for
70D, Orip,inally the Mission was glad to have received the pronice
that this would be pested not later than 10th Decemter to arrive in
Washington on the 15th December, but was now deliphted to hear that
Mr. Khasita was to be in Washinpton at this time and would hold himself
responsible for bringing the necessary documentation with hin.

Futwwe  Dr. Ddwards concluled by saying that as all knew, even vilan
the plans of the pregent project had care to full fruition, ther? v
still likely to be a larve pap between these supplies of heme procduced
mcat and milk and the denand \-fmcn would continue to increase with
e rising affluence and_ths rising populaticn,  Thorelore the vap
lvn'nun the 1wo would nothing like be closed and because of thin tr..
illesion was greatly ¢ 1'1‘d't1.|..Lf‘.d Ly the r-ruuptx.’\*f* which ihe Finistyy o
Arrd.culture hr_ld set up a Werldng Party to consider plans for the nouo
stare of development. The Cank would be only too pleasad to 11“1‘,\ in
any way pessible and particularly (in answver to a quoastion by Ir.
¥hasita) by providing expert help should this be needed to help tos
Comnittee in its deliberations.



ZAMBIA: (Draft) Project Audit Report, 6.v.76

Even without the benefit of hindsight I agree with two Audit
criticisms of the project: that a smaller project, with fewer ranches,
would have been better; and that a commercial bank should not have been
invited to become involved, at least, not in the first Project.

The size of the Project:

Reflecting on our Mission's work, it seems to me that there
were two reasons for mistakenly agreeing to the number of ranches listed
by the Preparation Missions. Firstly, we were affected by the 'drive'
in the Bank to increase its lending and, therefore, in its likely interest
in large projects rather than small. (Although the Agricultgre Projects
view was that this should not lead to a lowering of standards of acceptability,
there was an incompatibility). Secondly, our inspections of ranch sites
revealed that the work of the Preparation Missions had not been as thorough
and complete as we had expected as regards the boundaries, tenure or
farming potential of the ranches. (Mr. Cameron Chisholm, ranch expert
on the mission, could elaborate on this.) As a result there were many
uncertainties affecting certain ranches to be cleared up even at the time
of negotiations in Washington and it would have been better to have listed
such ranches separately for subsequent incorporation or rejection.

0f the dairy farms in the Project only two were available for the
Mission's inspection and one was immediately rejected as unsuitable. (It should
never have been included and, again, inadequate P.M. inspection is
suspected). I cannot comment on the other four dairy farm sites selected
since they were not available for inspection at the time of the Mission's
visit although we were shown the kind of dairy farming land that would

become available and it seemed good.



A commercial bank involvement:

Again, as with the size of the project, we were influenced by current
Bank thinking on the desirability of commercial bank involvement in projects
wherever possible and by the desire, for its own 'political' reasons, of
the commecial bank to play a part. The time was not right for this;
commercial (white) farming was in the doldrums because of political uncertainty
and, as our inspections showed, there were very few 'emerging native farmers'
likely to becomg 'bankable' commercial clients in the forseeable future.
It was not necessary to expose the project to the psychological shock of a
commercial bank suspending disbursements and withdrawing: the Zambian
Government was in a sound position to finance the project on its own and
regarded the loan as a way to bring expertise and discipline into a
completely new field of its livestock development.

The emphasis on weaner production:

I do not agree with the Audit criticism that the emphasis on
weaner production was wrong. Our optimistic view of the demand for
weaners was not based solely on 'a few meetings with villagers'. It
included discussions with the Manager of the C.S.B., an extremely well
informed person at the centre of meat marketing and weaner supplies for
the Grazier Scheme and for co-operative fattening schemes; and, (Annex 4,
Project Report) we took note of the situation in the Southern Province where
there were long waiting lists of participants enthusiastic to expand and
where, as also in the Eastern Province Grazier Scheme, 'the major constraint...
is the shortage of weaner stock'.

The Cold Storage Board and the Cattle Finance Company of Zambia:

In thinking about reasons for the failure of the demand for
weaners to come up to forecasts, I note the omission from the Audit Report,
which I think should be made good, of any reference to the operations

of the C.S.B., its Grazier schemes and the development of the Cattle
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Finance Company of Zambia. The latter Company was, partly at the Mission's
instigation, brought into being to further the all-important financing and
marketing arrangements essential to the bridge between Government ranches and
native farmer beef production. As is said in the Audit Report, the Project
was essentially a simple one which, given weaner production from Government
ranches, a rising demand for beef and native farmers capable of fattening
stock,required the financing and marketing expertise of the C.S.B. type of
organisation to ensure success and a failure to perform as expected could
have been most critical.

Given the inadequate market for weaners there was an alternative ==
fattening in feedlots —- to the slower finishing of weaners on ranches with
its attendant cash—-flow problems. (Please see my Notes of the Mission's
final meeting at the Ministry of Finance, 8th November, 1968, paras. A.
and A.1.). With cheap and plentiful supplies of maize in Zambia, there
was evidence both on experimental stations and on private farms of the
ease and spéed with which high-energy diets could be introduceﬂ to improve
beef production. It was obvious to us that if there was one thing the
native farmer understood it was feeding maize to cattle; commercial (white)
farmers were already finishing crossbred cattle (Bred out of native cows
by exotic sires) up to European standard for growth rate and quality and the
FAO Feedlot Project in Kenya was showing what could be done on a large scale,
although in Zambia it could be repeated with a much lower capital outlay.
Management:

The Mission gave much thought to the credentials, personality and
ability of the first Manager of the Project before recommending him and

it appears (Audit Report) that in many ways he came up to expectations.
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We reported back on Government criticism of his salary -- not that it
was considered too high for the size of the job, but that, if paid
within the country (i.e. as‘part of the Project budget), it would be
embarrassing, being much in excess of the highest Government salary.
Could a way be found, we were asked, to pay an appropriate salary within
the country and bank the remainder outside? While this problem was not
new to the Bank it was one for which a solution was apparently most
difficult to find.

The second Manager appears to have been less successful but I
cannot comment, not knowing anything about him.

As for the next level of management —-- that of Senior Ranch Manager
and Senior Dairy Manager —— I see no reference to their appointments which
were to be made in consultation and agreement with the Bank. We regarded
them as key appointments and I hope that their selection followed the
agreed procedure.

General Comments:

A most perceptive question is raised in the Concluding Remarks
of the Audit Report (p.50): "where," (affecting the objectives and
assumptions of a project) "should the line between optimism and pessimism
be drawn?"

A first Project in a new country which is sadly lacking in the facts
and figures needed to draw up 'a national livestock development strategy'
approximates to an act of faith. Optimism develops as essential elements
for success become evident such as natural assets of good land in plenty,
individuals -- native and expatriate -- of ability and enthusiasm, a native
farming population unused to a money economy but with an excellent cattle
sense, a marketing organisation (the CSB) in being and research stations

with first-class work in cattle breeding and feeding close to the stage at
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which it is ready to be applied; and, for the economy of the country,
an outlet for increased beef and milk production which is almost open-ended
and can be an import-saver.

I had no doubt at the time of our Mission —-- or now == that the
start made was the right one: a simple project of Government-owned
ranches and farms to provide milk and beef and breeding and fattening
stock for small farmers; and providing a training ground for Zambian livestock
producers of the future. This could be the shape of thingsin Zambia for a
long time ahead, much more predictable (and immediately productive) than
a prospect of numbers of large 'emergent native farmers' on private enterprise
lines coming on the scene to be one day 'Bankable' in the conventional
way. (Similar enterprises exist in developed countries: e.g. the very
large holdings of the Government Lands Division in New Zealand) .

There is no doubt that the Mission helped to develop a spirit
of optimism, bringing together livestock interests hitherto working
independently and separately, with what has been described as a catalytic
effect. A part of the act of faith lies in hoping and trusting that those
_brought together will be able to remain joined in the enterprise -long
enough for it to establish its own momentum, The western dictum that no one
is irréplaceable does not apply where there are no replacements —— an
eventuality, which may have occurred, at more than one link in the chain of
Government control, marketing and finance and ranch and farm management.

In my view this is a risk that has to be taken with a first project or a

start might never be made.

"-"-
18 VIO i
z;ep,&
J. Edwards
London, May 1976.
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Your Project Performance Audit Report on above project
has been studied by the Association for Swedish Livestock
Breeding and Production whose comments you will find
attached. The Association is frequently assisting SIDA

as consultant in the field of animal husbandry and has

a wide experience of the livestock sector in Kenya,

I regret that it has not been possible to forward the
comments until now. Although the comments are too late
for your completion of the report I hope that concerned
officials in the Bank will find them of interest.

When the final report is completed I would appreciate
receiving two copies.

Tf,.___ = e s e

Yours sincerely

(:E%Z;azzcx_ ;Eiz¢224¢aaa¢<__

Goran Bergman ~
Evaluation Section

/19
b/

Address
510525 STOCKHOLM, SWEDEN

Office Telephene Telegram Telex Postgiro
Birger Jarlsgaian 61 08-150 100 sida stockholm 114 50 sida sthim 1 56 34-9
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1976-05-13
SHS/LW

Comments by SHS (Association for Swedish Livestock Breeding and Production)
on the Project Performance Audit Report of the IDA/SIDA Kenya First Livestock

Development Project.

j Sources

IDA supervision reports and the draft project completion report have

not been available for our study. Below comments are therefore based
on the Project Performance Audir Report (PPAR) only and information

gained in preparation of other development projects in Kenya and

elsewhere.

We are suprised that so little of the socio—economic effects of the
project are discussed in the PPAR and particularly by the fact that
these aspects, which were exte msively discussed in the Jahnke,
Rutheberg, Thimm report (referred to on page 18 in the PPAR) have nct

been presented and commented.

y/ Such a discussion would in our opinion provide a much deeper under=

standing of the ultimate results created by the project.

2. Project Conception and Appraisal

The innovative character of the project deserves wide attention

l and praise. The project has greatly contributed to the creation of
a more integrated and specialised beef industry in Kenvz and will
undoubtly be of major importance for a development of a more productive
use of the available resources in one of the few fieids in which a
strong demand exists both now and in the long term. A major part
the resources in Kenya“s range areas have little alternative usa. why
livestock development is of vital importance for the pastoral pecples'’

future livelihood.

3. Problems experienced

The project has, however, also created - or rather aggraveted - serious
\ problems. These problems seem not to have beeun seriously consideved

in the design and implementation of the Second livestock Project.

y/ Most of the problems are mentioned in the PPAR like the cwerstoching,
bush~encroachment, destruction of grazing areas, difflieculzier €0

ajudicate areas for the group ranches which aie lovpe eneizh to provide
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conditions etc. and problems of project administration and management.

Other problems are not given proper attention as the socio-economic
short— and long—term consequences, problems of movability of stock

due to disease, price-policies for various kinds of animals etc.

Suggestions for investigations i

It is suggested that in-depth investigations are carried out ita. to

a. determine the possibilities to increase off-take rates -
and thereby improve productivity and reduée pressure on
the range—areas — by means of i.a. increase price—incentives,
improved movability of stock (ﬁ.B. the SIDA-sponsored Livestock
Disease Control Programme), increased marketing services,
alternative forms or increased responsibilities for producer-
organizations for the promotion of their joint interests in

both the prodwetion and marketing sectors; !

b. define the scope for increased utilization of bull-calves
from high—-potential areas and for finishing of cattle on
feed with high energy yields per land area (e g sugarcane or

cassava) or industrial waste {e molasses);
4 3

G analyze the socio-economic effects for different types of
producers (i a breeders, backgrounders, finishers, feed-lot
operators), KMC and the government at various price— and

marketing policies;

d. determine requirements of investments and social services
outside the livestock sector to secure employment for those
pastoralists who will not find employment in a modernized

ranch operation.

It seems particularly important that the above-mentioned aspects are
considered when the operations of the Second Livestock Development Project

now are reviewed.

The present "cost-price squeeze' is likely to increase the reluctance
among producers to make longer—term investments by means of credit and
should increase the importance of the highly profitable investments in the
marketing field and for disease control measures (to increase moveability
and off-take rates) and inexpensive fattening operations,

The ahove studies mav result in workable solutions in these directions,

which would provide a basis for a less capital-intensive livesteck develop-
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ment policy for Kenya.

Administrative performance

We generally agree with the analysis of the PPAR on the organizational
aspects and administrative performance of the project and would like to
suggest that future appraisal teamsactively are reminded about these

experiences of i.a. specific organizational units set up particularly

for a project and the disadvantages of international recruitment of staff.

It is finally suggested that SID%@taff comments on the description of the

collaboration between the Bnk group and SIDA included in Annex 5.

e
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INTERNATIONAL DEVEL INT ] INTERNATIONAL BANK FOR INTERNATIONAL FINANCE
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION

OFFICE MEMORANDUM

TO: Mr. J. Olivares DATE: May 25, 1976

FROM: E. B. Rice

SUBJECT: Comments on your Draft PPA on Kenya Livestock I.

1) My visit to Nairobi May 11-14, allowed me to discuss reactions to
your draft briefly with three individuals, Messrs. Khouri (RMEA), Meadows
(MinAg) and Hoffarth (USAID). The discussions included Mr. McKitterick's
report as well, and my two memos to him, dated May 25 and 26, will add
other background material.

2) Khouri was particularly concerned about the development of the rate
of return analysis in your draft. He felt it was based on prior work by
Messrs. Ruttenberg and Jahnke that itself was based on mostly guesses and
practically no actual data. Khouri apparently feels that their projected
rates of return were not only uncertain but inflated; and that the upward
bias has been only further aggravated by the problem exacerbated on ranches
of diverse types (but particularly in Taita) by the third year of drought.
He does not dispute that the project has impressive elements of strength, but
he thinks some of your general remarks about success are too "rosy" and
that your rate of return discussion is misleading. If he had to make a
guess, it would be that the updated rate of return estimate would be below
the appraisal estimate.

3) RMEA sent OED a short cable summarizing Khouri's misgiving about
your rate of return analysis. Khouri had also drafted a 3-page memo to
Dewar which was not sent, but which is attached here for your information.
It develops the point further.

4) Khouri argues also that more ought to be said about the "fantastic'" lack
of ranch level data which he found when RMEA supervision began in 1972.

There had been no progress reports, and it appeared that neither AFC nor

RMD had records of what was happening on any ranches (Hoffarth made this
point too). All RMEA was presented with by the Government was applications
for reimbursements from the Bank, applications showing only how much in

total was spent on each category of ranch and how much of that was eligible
for Bank disbursement. The RMEA staff pushed hard for "records and plans,
plans and records'", hoping to force Government to get serious about the
ranch planning and accounting systems which had been an implicit feature

of the original project design. He thinks there has been good progress,

and wishes to point then not only to the years without data but to the
useful work done by RMEA supervision (though he never claimed RMFA was solely
responsible for data development).

5 Khouri also seemed nervous about Jahnke's use of the Taita ranch
models for comparative purposes in his PPA on the Tanzania state ranches.
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Khouri says there was probably better field data by then on Tanzania than
Taita, and that Jahnke's basis for comparison were the same forecast
estimates about whose validity I have already commented.

6) Meadows had no serious objections to your draft. Most of my talk
with him concerned McKitterick's report, and it was only in conclusion
that he ventured he felt your paper was good and that he had no important
comment to make to me verbally.

7) Presumably Meadows will nevertheless pass a few written comments to
Mr. Chege, who is waiting now for comments from nine different offices
(he had received none when I met him May 11).

8) Hoffarth had no special disagreements with your draft report, though
again most of the conversation was devoted to McKitterick's report.

9) I am left with a haunting feeling that there is a very unusual twist

to the project story that has yet to be revealed in either yours or McKitterick's
paper. It concerns the Masai group ranches, which seem to attract the most
favorable comment in Kenya even though they used practically no credit and
helped lead to the downfall of Mr. Miles. I'm fairly convinced that McKitterick's
presentation of the essential and agreed strategy of combining ranch credit

with technical services cannot be supported: that the essence of the project
(and its successor) is in fact the continuing struggle to develop an effec-

tive combination, that the part of this "credit" project which worked the

best so far is the part with the least "credit'", and that an important point
follows from that contradiction. (I'm oversimplifying the situation.)

10) Several other points made in my May 25 memo to McKitterick which
might usefully be built up in your final report are: (a) the division of
labor for technical services (KC&4 ); (b) the fact that the commercial
component was originally conceived for Europeans and was converted from a
ranch development design to almost a survival design to keep the new African
owners solvent (KB3 ); (c¢) ranch investment plans should have been spread
over more years, to avoid the heavy front load of principal and interest
on new African ranchers, even though this longer period may be twice as
long as the Bank's usual project period. The Bank's conventional farm
planning horizon and budgeting period should not be allowed to dictate the
process of ranch development in East Africa (KC9).

Attachment

EBR/clf



May 11, 1976

Mr. J.C. m
Trig Road
Waihi R.D.1

Dear Mr. Gerring:
Re: Project Performance Awdit Reports -
(Credit 129-KE)

José Olivares

Jo/be



May 11, 1976

Mr. Fred Knocbel

2873 Ptarmigan Drive No. 2
Walnut Creek, California 4595

wmuwmw
—iCredit 129-KE)

Dear Mr. Knobel:

Cus Schumacher suggested that we obtain your views on our draft
Project Performance Audit Report on the Kemya First Livestock Project,
copy of which is enclosed herewith.

P

José Olivares

4
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May 11, 1976

MD-
ITALY
Ret Project Performsnce Audit Reports -
Kenya First Livestock Development Project
(Credit 129-KE)

mummmrmm
~—{loan 627-24

Dear Mr. Chisolm:

Gue Schumscher that we obtain yowwiews on our draft

I lock forwmrd to hearing from you.
Very truly yours,

José Ulivares



Headquarters
Washington, D.C. 20433, U.S.A.

INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT
INTERNATIONAL DEVELOPMENT ASSOCIATION

Regional Mission in Eastern Africa BN

L {ET L

Extelcoms House - Haile Selassie Avenue - Mairobi, Kenya
Mailing Address : P. O. Box 30577 - Telephone 24391 - Cable Address : INTBAFRAD .,

.

May 11, 1976

Mr. T. Rice,
c/o RMEA,
Nairobi.

Dear t/l;'-(

)

Discussions in RMEA

You will have received our cables regarding the availability
of staff for discussions in RMEA. Unfortunately, there is a
further change - Jack Kordik left last night for Vienna and will
not be available (his daughter is seriously ill). Mr. Khouri and
Mr. Gregor are however available. As they have just returned
from missions they have not had an opportunity to study the Completion
Report for Madagascar, nor has Khouri had an opportunity to see
either the Zambia Livestock report or the Kenya Livestock
Memorandum from Mkitterick.

As requested in your manuscript letter, two copies of
the McKitterick report were sent to the Ministry of Agriculture
one to Arthur Chege, Coordinator of Livestock II and the second
to Lucas Ayuko, Head of the Range Management Division. I believe
they have made other copies for distribution.

Yours sincerely,

Gutles

R.J. Dewar

ce: Mr. A. Denness
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NAIROBI 49 5 161§

HILTON HOTEL
TANANARIVEMADAGASCAR

FOR TED RICE WORLD BANK STAFF MEMBER
APPARENTLY OR LAST CABLE REGARDING STAFF MOVEMENTS DID
NOT REACH YOU BEFOR LEAVING WASHINGTON ATEST TRAVEL AS FOLLOWS
KORDIK ~ CERTAINLY AVAILABLE FROM MONDAY 14TH POSSIBLY
ALSO AVAILABLE 14TH
“ARTIN AVAILABLE FROM MAY 17
.a0URI AVAILABLE FROM 1RTH
REGARDS
DEVAR

COL 14TH 1QTH 17 18TH
o

HILTELS TANA
W3 PTT TANA
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Mr. A. Chege,

Ministry of Agriculture,
Kiliro lcusze,

Nairobi.

Dear Arthur,

You will recall that when our Audit Eveluation Mission
from Weshincton was in Kenya earlier this year, it wes accomvanied
by Mr. Mellitterick. Mr. lMcKitterick's report has now been received
and I have been asked to forwverc two copies to the Governrent,
one for ycurself and the other for Mr. Ayuko; your copy is attached.

Mr, Ted kice, from our Opecretions Evalustion Derartment
in Washinrton, will be in liairobi from May 10 for a few days and
would like to take the orportunity of meeting you and diecussing
the report. He will pet in touch with you uron his arrival.

¥ith kind regerds,

Yours sincerely, <

R.J. Dewar
; Chief of Agriculture

Enclosure:

iy

e

e e




Headquarters
Washington, D.C, 20438, U.S.A, ; '

INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT
INTERNATIONAL DEVELOPMENT ABSOCIATION
O e Reslide'nt Representative in Kenya

Extelcoms House- Haile Selassie Avenue = Nairobi, Kenya

T A -
%‘ %} 5 Mailiog Address: P. 0. Box 30577 ~ Telephone 24391 - Cable Address: INTEAFRAD
Y :
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May 6, 1976

Mr. Lucas Ayuko,
Ministry of Agriculture,
Kilimo House,

Nairobi.

Dear thaa;

You will recall that when our Audit Evaluation Mission
from Washington was in Kenya earlier this year, it was
accompanied by Mr. McKitterick. Mr. McKitterick's report
has now been received and I have been asked to forward two copies
to the Government, one for yourself and the other for
Mr. Chege; youw copy is attached.

Mr. Ted Rice of our Operations Evaluation Department in
Washington will be in Nairobi from May 10 for a few days and
would like to take that opportunity of meeting with you and

discussing the report. He will get in touch with you upon
his arrival.

With kind regards,

Yours sincerely,

5 R.J. Dewar
Chief of Agriculture

Enclosure:




May 6, 1976

Mr., Hans Reichelt,
Resident Representative,
World Bank,

Lusake,

Zembia

Dear Hens,

Zembia Livestoeck Develonment Froject

I have been azked to pess on the above report to you

by Ted Rice our our Operations Lvaluation Derartment in

Washington,
With kind regards,

Yours sincerely,

£

R.J. Dewar
Chief of Agriculture

Enclosure:
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C FICE MEMORANDL A

TO: Mr. Christopher R. Willoughby, Director, OED DATE: April 30, 1976
Vo
FROM: Jameé? fp%indry, Assistant Director, Eastern Africa Projects
SUBJECT: Projec&‘Performance Audit Report on

Renya First Livestock Development
Project (Cr. 129-KE)

Attached please find detailed comments on the draft audit
report for the First Livestock Development Project in Kenya (Cr. 129-KE).
The comments from our Livestock and Agricultural Credit Division have
already been transmitted to Mr. Olivares, of your Department, and some
discussion of these points have taken place. Telexed comments from RMEA
in Nairobi have just been received and are also attached hereto.

cc: Messrs. Adler, Loh

JBHendry:cha
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FROM:

SUBJECT:

C"FICE MEMORANDL ™

Mr. M. J. Walden - Chief, EAPCL DATE: April 2, 1976

J. R. Peberdy }&?

KENYA - Project Performance Audit Report on
First Livestock Development Project
(Credit 129-KE)

T, The audit reflects well the performance of the Project.

& I have spoken to Mr, J. Olivares, the author of the report,
and suggested the following (which are also particularly pertinent to
our review of Livestock II):

(a)

(b)

(c)

(d)

(e)

Less emphasis be placed on the role of rising interna-
tional beef prices up to 1974 in the provision of
incentives for the Project because these were only

partially passed on to the producer (paras 4.08, 5.02d,
5,00, 5.07).

A paragraph on Government pricing policy and trends
during the Project period. How high export prices were
not all passed to the preducer but were used to finance
long~term capital developments at KMC and to hold down
consumer prices (Anmnex 25 of Completion Report, including
KMC annual report extracts).

Flag the coming cost price squeeze which has resulted in
the review of the Second Project. Between 1972 and 1975
investment costs rose from 40 to 388% (CR, Annex 11) while
producer prices of ranch produced cattle rose from 38 to 647
depending on grade (CR, Annex 25 Table 1).

Conclusions on IRR and FRR are more positive than expressed

in the Completion Report. While these IRR's might have

been applicable while producer prices in relation to costs

were favorable during Project disbursement period (and to

some extent were reflected in Ranch Company balance sheets

up to 1974), it should be added that in 1974/1975 these

must have been declining since increasing costs were not matched
by increasing producer prices. This has subsequently been
corroborated by recent company balance sheets which show losses

. on many company ranches starting in 1974 and increasing in 1975.

The position has beer exacerbated by overstocking, drought and
low equity participation by ranchers on some ranches.

Include a warning in para 4.11 that if the cost/price squeeze
continues, as well as drought and overstocking, then arrears
in AFC will increase.



Mr. M, J, Walden =g = April 2, 1976

(f) Recent information has shown that total feedlot production
has surprisingly not declined greatly although some lots
have closed down.

Fu In view of the likely delicate nature of future discussions with
Government on Livestock IT which will be centered on costs and prices

I think we should add the above suggested riders before the draft report is
sent to Government. Mr, Olivares is agreeable to producing a revised draft
for sending to Kenya.

4. In addition to the above, I have made the following suggestions
for changes and additionms.

Para 2.02 - A rewording "this Project complemented the dairy
cattle component of a former IDA smallholder credit
(Credit 105-KE) for the high potential area."

Para 4.06 - A rewording of the section to read "misapplication
of funds by loanees.”

Para 4.08 - Last sections of page 14 "demand for working capital
for steer purchase needed to maintain cash income on
the basically undercapitalized ranches'" rather than
"to reap short term benefits -- fron rising interna-
tional prices."

Para 4.09(i) - The Group Ranch Register still does not have his
accounts staff to supervise Group ranches properly.

Para 5.02(e) - Group ranches: indicate what are "profitable
investments."

Para 5.02(d) - Producer prices for feedlots did not fall - they
did not rise fast enough to keep pace with increasing
feed prices and other costs,

Para 5.07 - I agree that dangers of overgrazing should be stressed
but would suggest a rewording of last sentence of last
paragraph on page 21 as follows: '"In view of importance
of daily milk supply to provide Masai subsistence needs
Masai regard cattle numbers of paramount importance,
particularly female breeding stock. The increasing
human population which provides more hands for herding
and leads to greater unequalities in stock wealth,
puts greater pressure on cattle to provide more milk to
meet subsistence needs, and inevitably leads to indivi-

- duals increasing their numbers beyond the carrying
capacity to meet their subsistence needs, achieve some
economic independence, and to maintain their position



Mr, M., J, Waldewn

Para 5.08 -

Para 6,04 -

-3 = April 2, 1976

in society (which is governed by how they meer

their subsistence, economic social needs). Under
Group Ranch registration stock quotas are to be
fixed and were in fact set on some ranches,

Attempts were made to implement them but the
pressure from overstocked areas outside Kaputei
limited their efficacy. For the first time ever

a few ranches have begun to attempt to limit
intruders and it is hoped that as the social system
changes and the value of permanent settlement
becomes more marked, the importance of respecting
boundaries will become more important and so allow
stock control to be implemented by the owners of the
land, It is clear that the provision of more water
without control of stock numbers must lead to future
disaster,

Not many private butchers buy in the North East and
while prices paid to producer in the North East may
have been higher than in neighboring countries
during the Project period, in 1975 the converse was
sald to operate, at least as far as Somalia was
concerned.

Timely preparation of ranch development plans is
still a2 problem.

Should a remark be included to say that LMD met its buying
targets but operated at a substantial loss representing a considerable
subsidy to cattle owners in the North East?

Should audit recommend continuing supervision of the Project
in conjunction with Livestock TTI?

JBP:bsc

cc: J. Olivares - Operations Evaluation
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INTERNATIONAL DEVELOPMENT INTERNAT|ONAL BANK FOR [ INTERNATIONAL FINANCE
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION

OFICE MEMORANDUM

TO: Mr. Christopher R. Willoughby, Director, OED DATE: April 30, 1976

FROM: James ndry, Assistant Director, Eastern Africa Projects

SUBJECT: ProjectlPerformance Audit Report on
Kenya First Livestock Development
Project (Cr. 129-KE)

Attached please find detailed comments on the draft audit
report for the First Livestock Development Project in Kenya (Cr. 129-KE).
The comments from our Livestock and Agricultural Credit Division have
already been transmitted to Mr. Olivares, of your Department, and some
discussion of these points have taken place. Telexed comments from RMEA
in Nairobi have just been received and are also attached hereto.

cc: Messrs. Adler, Loh

JBHendry:cba
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SeCTION

£33 FOR HERDRY/WALDEN
KEHYA: PERFORMANCE AUDIT REPORT- LIVESTOCK I

OUR CNLY POINT OF SURSTANCE IS THAT RATES OF RETURN (FINANCIAL
T ARD ECONOMIC) HAVE BEEN CALCULATED ON BASIS OF ESTIMATES RATHER
THAN ACTUAL RESULTS (PARA 5,02 &ND 5.,05), THESE WE BELIEVE mAY
GIVE AN INFLATED RATE OF RETURN BUT PERMAPS THE FIGURES FOR

LIVESTOCK 11 REVIE® WILL BE MORE REALISTIC. RECARDS DEWAR
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FROM:

SUBJECT:

——— - A -

WORLD BANK / INTERNATIONAL FINANCE CORPORATION

OFFICE MEMORANDUM

Mr., M. J., Walden - Chief, EAPCL DATE: April 2, 1976

J. R, Peberdy }ﬂp

KENYA - Project Performance Audit Report omn
First Livestock Development Project
(Credit 129-KE)

L The audit reflects well the performance of the Project.

Zs I have spoken to Mr, J. Olivares, the author of the report,
and suggested the following (which are also particularly pertinent to
our review of Livestock II):

(a)

(b)

(e)

(d)

(e)

Less emphasis be placed on the role of rising interna-
tional beef prices up to 1974 in the provision of
incentives for the Project because these were only
partially passed on to the producer (paras 4,08, 5.02d,
5,05, 5.07).

A paragraph on Government pricing policy and trends
during the Project period, How high export prices were
not all passed to the producer but were used to finance
long—-term capital developments at KMC and to hold down
consumer prices (Annex 25 of Completion Report, including
KMC annual report extracts).

Flag the coming cost price squeeze which has resulted in
the review of the Second Project., Between 1972 and 1975
investment costs rose from 40 to 388% (CR, Annex 11) while
producer prices of ranch produced cattle rose from 38 to 64%
depending on grade (CR, Annex 25 Table 1),

Conclusions on IRR and FRR are more positive than expressed

in the Completion Report, While these IRR's might have

been applicable while producer prices in relation to costs

were favorable during Project disbursement period (and to

some extent were reflected in Ranch Company balance sheets

up to 1974), it should be added that in 1974/1975 these

must have been declining since increasing costs were not matched
by increasing producer prices. This has subsequently been
corroborated by recent company balance sheets which show losses
on many company ranches starting in 1974 and increasing in 1975.
The position has been exacerbated by overstocking, drought and
low equity participation by ranchers on some ranches.

Include a warning in para 4,11 that if the cost/price squeeze
continues, as well as drought and overstocking, then arrears
in AFC will increase,
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w B April 2, 1976

(f) Recent information has shown that total feedlot production
has surprisingly not declined greatly although some lots
have closed down.

3, In view of the likely delicate nature of future discussions with
Government on Livestock II which will be centered on costs and prices

I think we should add
sent to Government.
for sending to Kenya.

the above suggested riders before the draft report is

Mr, Olivares is agreeable to producing a revised draft

4, In addition to the above, I have made the following suggestions
for changes and additions.

Para 2,02 -

Para 4,06 -

A rewording '"this Project complemented the dairy
cattle component of a former IDA smallholder credit
(Credit 105-KE) for the high potential area."

A rewording of the section to read "misapplication
of funds by loanees."

Para 4.08 - Last sections of page 14 "demand for working capital

for steer purchase needed to maintain cash income on
the basically undercapitalized ranches'" rather than
"to reap short term benefits -- from rising interna-
tional prices."

Para 4,09(i) - The Group Ranch Register still does not have his

accounts staff to supervise Group ranches properly.

Para 5,02(e) - Group ranches: indicate what are "profitable

investments,"

Para 5,02(d) - Producer prices for feedlots did not fall - they

Para 5,07 -

did not rise fast enough to keep pace with increasing
feed prices and other costs.

I agree that dangers of overgrazing should be stressed
but would suggest a rewording of last sentence of last
paragraph on page 21 as follows: "In view of importance
of daily milk supply to provide Masai subsistence needs
Masai regard cattle numbers of paramount importance,
particularly female breeding stock. The increasing
human population which provides more hands for herding
and leads to greater unequalities in stock wealth,

puts greater pressure on cattle to provide more milk to
meet subsistence needs, and inevitably leads to indivi-
duals increasing their numbers beyond the carrying
capacity to meet their subsistence needs, achieve some
economic independence, and to maintain their position
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Para 5.08 -

Para 6.04 -
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in society (which is governed by how they meet
their subsistence, economic social needs¥. Under
Group Ranch registration stock quotas are to be
fixed and were in fact set on some ranches.

Attempts were made to implement them but the
pressure from overstocked areas outside Kaputei
limited their efficacy., For the first time ever

a few ranches have begun to attempt to limit
intruders and it is hoped that as the social system
changes and the value of permanent settlement
becomes more marked, the importance of respecting
boundaries will become more important and so allow
stock control to be implemented by the owners of the
land, It is clear that the provision of more water
without control of stock numbers must lead to future
disaster.,

Not many private butchers buy in the North East and
while prices paid to producer: in the North East may
have been higher than in neighboring countries
during the Project period, in 1975 the converse was
said to operate, at least as far as Somalia was
concerned.

Timely preparation of ranch development plans is
still a problem.

Should a remark be included to say that LMD met its buying
targets but operated at a substantial loss representing a considerable
subsidy to cattle owners in the North East?

Should audit recommend continuing supervision of the Project
in conjunction with Livestock II?

JRP:bsc

cc: J. Olivares - Operations Evaluation
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Mr. José Olivares
The World Bank

1818 H Street, N.M.
Washington D.C. 20433
UsS.As

Dear José,

Your first draft of the PPAR reached me only to
day. I have no major problems with it and I think
that you present a fair picture. I attach a list
with some comments I had. I should be grateful for
a copy of your final draft.

s E. Jahnke

HEJ/mk

P. O. Box 5689 Cable ILCAF/ Addis Ababa — Tel. 15-13-22
Telex ILCA ADDIS 21207 15-13-94
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ot |/ not 5 : 20 but § : 20

oA~4 /p.18 The third author is Thimm

pP.21 I consider the cost-price squeeze much more important
than weather for the long-term success of the project

H and also stock control much more important than

weather. A point to raise or stress more is that

even on the ranches the overstocking problem has not

been solved by the project although the basis may

have been lain for a solution in the long runa Another

catastrophy like the one in 1960 may be inevitable.

5.13 Insufficient
VI Must bring in - to be fair - the fact that the economic

environment for beef production changed from a highly
favourable one to one that no longer justifies investments.
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KENYA - First Livestock Project - (redit 129-LE
—~ _Project Performsnce Audit Report .
vl SRR VN

The audit report in fact says "Good on Kenya it designed

an innovative and imaginative, livestock development project

(para 2.01), end implemented it successfully (5.01) despite the
complications in organizetion and managem.nt (para 2.07-2,10)

and the delays in implementation introduced by IDA (3.ul and
3.82)." This conclusion is based not on an analysis of documented
records and production data (para 5.02) because there is an acute
paucity of these but on two reports the former by H. Jahnke, .
Ruthenberg and H. Trim who usdd "typical" rench models to come

up with some "guess estimates" snd the latter by J. Feperdy the author
of the project completion report, who before joining the Bank, headdd
the Kenya Government Range Management Division and prepared the
project in question and who for the same reessons estimated and
did not calculate the financial rates of retwrn. Messrs Peperdy
and Jahnke participated in reviewing the Kenya Second Livestock
Project last month and came up with quite different results for
basically the same types of ranches. In this latter study group
ranches were found to have the highest rete of return (mainly
because of low operating costs) whereas in their previous study
company and commercial ranches were shown to be more viable. What
I'm trying to say is that Jalnke and Peperdy have dealt with
recipies, models and assumptions not with records, facts and
figures - afterall the proof of the pudding is in the eating and
conclusions are only as good as the assumptions they are based on.
The disturbing fact is that the audit report did not sttempt to
analyse records and production dsta for itself but regurgitated
the conclusions of other writers. The Audit Report also s

to accord more importance to the disbursement of funds than/ sctusl
achievements (paras 4.0k and %.05).

2. Frankly I fail to see how a project can be depmed to have
been successfully implemented when:

(a) records of inputs and outputs can at least
be described as scanty (para 5.02);

(b) funds were extended mainly for operating
costs and not for cepitel development of
ranches as was envisaged by appraisal (5.01);

cscses/2
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(¢) technical production coefficients on the ranches
were far below the estimates of appraisal and the
accepted attainments of commercial ranching (para 5.01);

(a) offtake of inmatures from North East Province for
finishing off in higher potential sareas of the country
was below expectetions despite the establishment of
necessary infrastructure (para %.02);

(e) range development in North East Province was 1l/7
the qgrsi;al estimate and a quarter the revised estimate
(para 4.03);

(f) servicing and maintenance of range water installations in North
East Province was neglected because Government failed
either to provide sufficient funds or te introduce a
system of collecting fees from beneficiaries (para 4.03);
end

(g) numbers of Project generated cattle marketed locally or
exported abroad are unavailable (paras 5.04 and 5.05).

How can rates of return be calculated under these circumstences?

3. The Project is certainly not an utter failure as one may conclude
from my foregoing paragraphs. On the other hand it is certeinly not a good
example of a successfully implemented Project as the Auflit Report would lead
one to conclude. The Oxford dictionary defines "sudit" as en examination
of sccounts. Accounts are essentially a record cf transactions that have
taken place over a period of time. An accurate sudit is therefore impossible
when records have been incompletely or improperly kept. This has been the
case with the above project and I'm of the opinion that the audit report
does not present a true picture of implementation and benefits. If I were
to hazard a guess I would say that Project benefits are slightly below
appraisal estimatess

k. The Audit Report states that :-

(a) the second Livestock Project, Credit WJT-KE, was overly
large and complicated (Chapter VI). As you know I fully
concur with this conclusion;

(b) the IDA ignored SIDA's interest in participating in the
supervision missions and in being informed promptly of
their fundings (para 4.13). I supervised the project
three times starting October 1972 and on each occasion
contacted the SIDA office in Hairobi and asked the officer
concerned to participate. To the best of my recollection
they never participated in field work but vere slways present
at wrap-up meetings. With regard to supervision reports
these were supposed to be forwarded to Sweden by Headquarters;
and

0-‘.....!3
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(e) the last five supervision missions failed to report on the
livestock marketing, movement and pricing study (para 4.12).
I assume responsibility for this ommission in the last
three reports. BSomehow there were far more important
matters to cover in much too short a time.
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OFFICE MEMORANDUM 2

TO: Mp. C. Willoughby, Director, Operations and Evaluatiom@ATE: April 23, 1976

FROM:  pon Stoops, Livestock Advisor, CPS yﬂ[

SUBJECT:  project Audit Report on Kenye Livestock Development Project (Credit 129-KE)
©

.
1z Attached you will find a copy of the memorandum Gus Schumacher
sent you on April 6, 1976. Since I agree completely with his comments

there is no practical point to be served by repeating them in this memo.

2. I do wish, however, to amplify some points. The report is critical
of the cost and make-up of technical assistance, maintaining that there wvere
plenty of qualified expatriates and some well-qualified Africans in the
country at that time who could have sdministered the Project. These people
were well-qualified in regulatory functions, but were inexperien ed in a
development concept combining credit and technical services to maximize
production and merketing in all sub-sectors and phases of the livestock
sector. In fact, the project preparation report, which was prepared
principelly by the expatriates serving in the Xenya Government, proposed
what emounted to a budgetary assistance credit to the Government to enlarge
the on-going regulatory functions of the ¥inistry of Agriculture of Kenya.
These were the seme professionals who had been working in Kenya for several
years, during which time no real development project was apparent in the
livestock sector. Consequently, I think it important to emphasize that
without the help of the Bank and some more develorment minded expatriates,
the "innovative" project, which the Audit Report states has been quite
successful, might never have been born. As the project progressed, some

of the long-term expatriates did perticipate in various aspects of the
project and their eperience was most uselul.

3. The second point I wish to raise in one on which I have commented
in some previous reports and is particularly striking in this report.
Y/’Despite labeling the project as successful, I find very little comment on
what the ingredients and factors were which made it successful. Most of
the report deals with problems end functions that could be improved.
While not suggesting for one moment that these latter observetions should
be glossed over, I strongly believe that it would be helpful to all
Operationzl Regions to have the Audit Reports on those projects which
are considered to be "successful", dwell heavily on what made them success-—
ful. Moreover, it would certainly give a more positive and balanced
perspective to the Bank's top management and to the Executive Directors.

' One furkhpr minor point, the statement in paregraph 2.07 "IDA's
Livestock Division, in charge of the Project, employed no expert in Public
Administration or Management: none of the members of the appraisal mission
had formal treining in these areas; --" is both inaccurate and has no

place in this report. The leader of the appraisal mission had directed

i
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Colombia's livestock development program, including livestock research,
for ten years. Other members of the mission had also had extensive
experience in administering important functions and units in their own
countries. Lastly, the chief of the Division had not only been Deputy
Director and Acting Director of what was then the largest USAID program
in the world, but had also been V.P. for one of the leading Management
consulting firms in the U.S. = Other members of the Division had similar
national and international experience in public administration.

DStoops :mam

cc: Messrs. Yudelman
Darnell
Rice
Schumacher
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OFFICE MEMORANDUM

TO: My, C. R. Willoughby, OED DATE: April 6, 1976
, FROM: A, Scl'rq cher, CPS, A&RD

SQBJECT: KENYA 129a Audit Report s
1. Ted Rice asked me to dictate a few quick thouwzhts on this draft

before leaving on mission. Pilncipally, I find the repcrt unbalanced. While
concluding the Project was a "success'", that it' was distarsed on time and

that it was innovative as a first "cut" at Bank involvemsnt in African live-
stock, it gets too bogged down in some rather minor deteils. Since it was a
"guccess", I would like to know "why" it was a success. Was it high cattle
prices; was it designed correctly; was it adainistered well; was it super-
vised closely; did it basically have Government commitment; what, in sum, were
the balance of factors that OED concludes led to its "smcess"?

2o One area that is lacking in the report is the "setting". In 1965
end 1966, Kenya had only been independent for a few years. Very little aside
from veterinary assistance had been done to develop the traditional livestock
system in Kenya. In fact, many persons in East Africa were sceptical that the
African livestock systems should be developed and, as a result, proposed a
string of government-owned parastatal ranches in lieu ol directly assisting
the traditional system (Tanzania, Zambia, Uganda). The outstanding feature

of the Kenya project was its attempt to address the traditional livestock sec-
tor. This effort, the Bank's first in Africa, was greeied with scepticisn,
verging on derision, by quite a few persons supposedly mowledgeable abcut
Africa. By bringing in a couple of externally recruited persons with no bias
against the traditicnal sector, an effort was made by tie Bark to offset to
some extent this bias in the traditional "colonial" approach to livestock
development in the implementaticn of the Project.

3. Also, I miss very much some of the mecre detailed ex roste studies

of the innovative "bits"., lo mention is made of the highly competent "foreigners"
such as George Murphy, etc. who worked with the Yosai ard in the Taiti groups.
Also, little mention is made of the problems of the Livzstock Merketing
Department, When I supervised this project in 1970, thes Government had insisted
that LMD drive large numbers of cattle out of the NFD in the dry period. The
losses were huge.

L. On the institutional side, the report gives the impression that
IDA invented all thecse "complexities". First, I don't think the Project wes
all that complex. Second, it was my impression that mamy of the arrangements
were suggested by local Kenyans as a way of getting a nmber of the local expat-
riates moving towards a development approach., To use the existing line agencies
in 1967, agencies still dominated by "foreigners" would, in my opinion, have

- doomed the effort to failure.
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Se Bringing in some non-British foreigners, in my opinion, provoked a
great deal of '"creative tension" which basically made the project a flyer as
it shifted line agency thinking from pure administration znd control functions
to a more development-oriented effort. What is also disturbing about this
eriticism of institutional complexity and foreign staffing, is that the second
project, which does not have this complexity of foreigners in line agencies,
is judged to be in a mess (pages 26 and 27).

6. I find OED's harping on overdesigned and complex Phase II and

Phase III livestock projects both tiresome and inappropriate. I have commented
several times on this issue to your Department. By exante evaluation, OED
tends to usurp the supervision function so that BorfEEEFE'HE'EEE'EﬁEE‘which
Bank missions to believe and, more importantly, OED tends to give the
Borrowers the impression that these projects are already fsilures and that no
nore effort should be made to implement them. In fact, during our supervision
work in the late sixties and early seventies, we had all, if not more, of the
problems alluded to in the OED report and worked with Government to overcone
the constraints., The Kenya project, disbursed to schedule, with higher
economic rates of return and with a fair degree of success in addressing the
traditional sector on the first "cut", is an example of this., If OED feels
that subsequent supervision work was not as effective (work shifted to
Nairobi), then it should say so. I do not believe this is the case though.

Te Some mention is made of AID's intensive range rmanagement approach,
I suggest that those involved in AID's reconmendations on this matter be given
an opportunity to comment on OED's criticism,

8. On rates of return, I find the 18-19% mystifyirg. Certainly, the
ecological factors on over-grazing by the Masai are not fully taken into
account. If they only invested in the most profitable "gcodies" from a short
term point of view (water holes), these are just the investments leading to
overstocking and, effectively, a reduced carrying capacity in the longer term
leading, I would posit, to lower economic rates of return on a 20-year basis,

9. I will be away for a month and would be pleased to discuss this
draft with your staff when I return., I suggest you should obtain Chisholn's
view =~ he was on the various supervision missions and is also very knowledge=~
able on Kenya. Also, I suggest you send a copy to Fred Knobel in California
as he is keen to contribute at no cost to reviewing such reports where he
participated in supervision efforts.

ASchumacher:vmg

cc: Messrs, E.B. Rice
J. Olivares
D. St.oops\/
J. Fransen (o/r)
F. Knobel (California)
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OFFICE MEMORANDUM

TO:  Mr, C. R, Willoughby, OED DATE: April 6, 1976
FROM: A. Se cher, CPS, A&RD

SUBJECT:  KENYA 129a Audit Report

Te Ted Rice asked me to dictate a few quick thoughts on this draft
before leaving on mission. Principally, I find the report unbalanced. While
concluding the Project was a "success", that it was disbursed on time and

that it was innovative as a first "cut" at Bank involvement in African live-
stock, it gets too bogged down in some rather minor details. Since it was a
"success", I would like to know "why" it was a success. Was it high cattle
prices; was it designed correctly; was it administered well; was it super-
vised closely; did it basically have Government commitment; what, in sum, were
the balance of factors that OED concludes led to its "success"?

2. One area that is lacking in the report is the "setting". In 1965
and 1966, Kenya had only been independent for a few years. Very little aside
from veterinary assistance had been done to develop the traditional livestock
system in Kenya, In fact, many persons in East Africa were sceptical that the
African livestock systems should be developed and, as a result, proposed a
string of government-owned parastatal ranches in lieu of directly assisting
the traditional system (Tanzania, Zambia, Uganda). The outstanding feature
of the Kenya project was its attempt to address the traditional livestock sec-
tor. This effort, the Bank's first in Africa, was greeted with scepticism,
verging on derision, by quite a few persons supposedly knowledgeable about
Africa. By bringing in a couple of externally recruited persons with no bias
against the traditional sector, an effort was made by the Bank to offset to
some extent this bias in the traditional "colonial" approach to livestock
development in the implementation of the Project.

3. Also, I miss very much some of the more detailed ex poste studies

of the innovative "bits". No mention is made of the highly competent "foreigners"
such as George Murphy, etc, who worked with the Masai and in the Taiti groups.
Also, little mention is made of the problems of the Iivestock Marketing
Department. When I supervised this project in 1970, the Government had insisted
that LMD drive large numbers of cattle out of the NFD in the dry period. The
losses were huge.

L. On the institutional side, the report gives the impression that

IDA invented all those "complexities". First, I don't think the Project wes
all that complex. Second, it was my impression that many of the arrangements
were suggested by local Kenyans as a way of getting a number of the local expat-
riates moving towards a development approach, To use the existing line agencies
in 1967, agencies still dominated by "foreigners" would, in my opinion, have
doomed the effort to failure.

b
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5e Bringing in some non-British foreigners, in my opinion, provoked a
great deal of "creative tension" which basically made the project a flyer as
it shifted line agency thinking from pure administration and control functions
to a more development-oriented effort, What is also disturbing about this
criticism of institutional complexity and foreign staffing, is that the second
project, which does not have this complexity of foreigners in line agencies,
is judged to be in a mess (pages 26 and 27),

6e I find OED's harping on overdesigned and complex Phase IT and

Phase III livestock projects both tiresome and inappropriate. I have commented
several times on this issue to your Department. By exante evaluation, OED
tends to usurp the supervision function so that Borrowers do not know which
Bank missions to believe and, more importantly, OED tends to give the
Borrowers the impression that these projects are already failures and that no
more effort should be made to implement them., In fact, during our supervision
work in the late sixties and early seventies, we had all, if not more, of the
problems alluded to in the OED report and worked with Government to overcome
the constraints. The Kenya project, disbursed to schedule, with higher
economic rates of return and with a fair degree of success in addressing the
traditional sector on the first "cut", is an example of this., If OED feels
that subsequent supervision work was not as effective (work shifted to
Nairobi), then it should say so. I do not believe this is the case though.

Te Some mention is made of AID's intensive range management approach,
I suggest that those involved in AID's recommendations on this matter be given
an opportunity to comment on OED's criticism.

8. On rates of return, I find the 18-19% mystifying. Certainly, the
ecological factors on over-grazing by the Masai are not fully taken into
account. If they only invested in the most profitable "goodies" from a short
term point of view (water holes), these are Just the investments leading to
overstocking and, effectively, a reduced carrying capacity in the longer term
leading, I would posit, to lower economic rates of return on a 20-year basis,

9. I will be away for a month and would be pleased to discuss this
draft with your staff when I return, I suggest you should obtain Chisholm's
view -- he was on the various supervision missions and is also very knowledge-
able on Kenya. Also, I suggest you send a copy to Fred Knobel in California
as he is keen to contribute at no cost to reviewing such reports where he
participated in supervision efforts.

ASchumacher:vmg

cc: Messrs. E.B. Rice
J. Olivares
D. Stoops
J. Fransen (o/r)
F. Knobel (California)
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First Livestock Development Project
p———
The audit reflescts well the performance of the Preojsct.

Hr. M, J. Walden - Chief, EAPCL
EENYA ~ Project Performance Audit Report om

J. R. Peberdy
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Include a warning ia para 4.11 that 1f the cost/price squeese

(e)



Mr. M. J. Walden -2~ April 2, 1976

(f) Recent information has shown that total feedlot productiom
has surprisingly not declined greatly although some lots
have closed down.

3. In view of the likely delicate nature of future discussions with
Government on Livestock II which will be ceantered om costs and prices

1 think we should add the above suggested riders before the draft report is
sent to Covermment. Mr. Olivares is agreeable to producing a revised draft
for sendiag to Kemya.

k. In addition to the above, I have made the following suggestions
for changes and additioms. i

Para 2.02 ~ A rewording "this Project complemented the dairy
cattle component of a former IDA smallholder credit
(Credit 105-EE) for the high potential avrea.”

Para 4.06 ~ A rewording of the section to read "misapplication
of funds by loanees.”

Para 4.08 ~ Last sections of page 14 "demand for working capital
"to reap short term benefits -~ from rising interma-
tional prices.”

Para 4.09(1) ~ The Group Ranch Register still does mot have his
accounts staff to supervise Group rauches properly.

Para 5.02(e) ~ Croup ranches: indicate what are “profitable
investments."
Para 5.02(d) - Producer prices for feedlots did mot fall - they

did not rise fast enough to keep pace with increasing
feed prices and other costs.




April 2, 1976

Mr., ¥. J. Valden

Pars 5.08 ~

mmmmm i _m
d_maﬂ mmmmm
Hn
hmm Mmm
m: il
mum mm

Para 6.04 - Timely preparation of ranch development plans fs

still a problem.

‘ Should a remark be imcluded to say that LMD met its buyiag
targets but operated at a substantial loss representing a considerable

subsidy to cattle owners im the Nerth East?

Should audit recommend ceatinuing supervision of the Preject

in conjunction with Livestock II?

JEPibse

eet J. Olivares ~ Operations Evaluation



R S 5 Pebruary 17, 1976

Fr. P MAlna

Cenoral Manager

Agrievltural Flnance Corporatm
t"ﬁ- B(m 30367 '

mimbi

Doar Mre Ednss

h’a wiszh to express our sppracistion to you; Mr. Xachuls sud the
merners of the AFC fleld staff who did ae such to meke vur recent vislt
to Kerya mo productive. e realizs thal you do not lack for viszilors
inouiring about your affairs. Your genercsity towards ug is particulzely
appreciated in these clrcuastances.

As :mu know, Bohn Peberdy 1s about to lesve to hand the remvpraioal
dpsion. We had a long talk with him on our rejuawvn snd hope that ths gu-
6Ty iea will bmrove understanding on both sidss. ZXeny= has & groat fuiurs
in wrehing A0 only there arg tize and resources W bulld on ihe sbart ywm

HEVE 4.-.1(.: G

¥ir. Ei'uﬂmrick hag talked with Ceorpe Motcalfe of Techrcoerve
Finne his rotum to report on his visit mt,h Grepg Wiitala of allisd lorhe
ing Services during our fileld trip. He is porticularly interestod in e
iGaa c-i? cosron ssreice comanies, and hopes to have a chance in Lhe juhwe
2o gee bt thls 1dsa develops under youwr guidanca.

-

A n.l wa thuny you for your recoplion end wizh yuu the very begh
of negotintions in the immediate futwrs.

Sinceraly,
Joss Jlivares Rathanlel Mc¥ittsrick
Coerations Dvaluation Cangultant
Departiment :
Pt i S 0 i el L R ST B o AR h I o e A o g e b e o i T L N et s e
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Februvary 17, 1776
Yir. Arihur Cheaa ")
- I& Projoect Coordinator ; , g =
Hinlstry of Agriculture B L EL 2
Hairobi
Kenya
Dear Arthurs
Thanks largely to the time you, i, Hwcya end oiliers cn woupe
staff gave to us, our visit to Xenya wos particularly productive. I
you are, indsed, poinp to be in Washinston this year, rou 25t fesl
free to call on either of us for eny help you mey nusd.
As you know, John Peberdy 18 aboub to lsave to hesd ha e
appraisal mdesion. Ve had a long talk with hin snd Fils o0 en
we hops very much that the coming exsrcime will Insrove
ing on bolh eldes. Thers imm't any question bubt that Her o
graat futurs in renching if culy there is thie &ng vessue
on tha stard you hsve wmads. :
Again ourilenks, which T hope you will emecisily vors on ta
Hire Mreya who added & lot to the wortn of our fisld Lavit in
we hops 1o see you soom in Washington.
Sincerely,
doge Olivares Fathandel HcKitterick :
Coeraticng Bvaluation _ Comenlisnt
Departament
].
". \
e = Errrciin P AT AR N S 020 N T AR R
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" moses in your Fome

- hopa that th Fohs

Pebguary 17, 1976

. Robert Dewmr

Reglonal Migsion im Zaisterm Alvica
Extelcoms Houss

Hedle Sclassie Averuo

Hnirobi

Beamya

Deay Bobs

¥either vou &« ren bosts lack for visitors sticking thelir
o summ, &0 We are perticuiarly sporeciative
o graye Yo lsarnsd a lot. e parilcularly

3 cosreizel lends to closer understanding on

of your jwlp ¢

both sidss.

Jo"';n Pelavdy 1o s 8 tilite uncflicial copy of HoRitterick's 19~
© Loe Lo feans 5 oyeckni. Otherwies forget 1t. fThe
4 efinial chanvels in the usal way.

;_"t"z't 3?‘

disle 27 0n nriud My lenthe of Perscnnel to pass on the
ST vy hie close friend who bolds the il
s tha Tsland of Dondndcz in the Wost Indieve
15 . frlaboflersonts shon), hes £ood referonces

h-v w3 and &y 35 fa Vagt Afrdea. Fodibterick thinks he would
aeoant "31 mysolicho’ ol 1Sl od & firsi-class sourca of supervision
telant. Yf you arg oenssied and weat MeE Hbterick to mals & sounding,
15'\& ueg }:.l.x-fﬁo

= 4 - 5 . F 24 s
ros o A e ¥ . g i ThEnaTds
ﬁ?fijn plafilie A4 o S LRy b iy v 15 0 4 @

vincoralys

inthenisl MeKitterick
uatdon Consultant




February 17, 1276

¥r., S-D. Gathiung
Permanent Secretary
Ministry of Agriculture
Nafirobi

Kenya

Dear ¥r. Gathiunis

We wish to exprass our snyprecistion to you for permitting so
rayy of your st2if Lo be of such grest heln 4o us during our recent
visit. ¥r. Cheoge and his staff and ¥r. Ayako and his presented us
with & great deal of useful inforsaticn. We icarmed & lot both 4n
Redrobl and in the fleld. There ian't 2ny cusstion bub that Kergya
has a groat futurs in ranching if only we 21l can gev over the #uvles
iramadiately ohead. That we hope will ba so. .

Thenking yeu sgain for your genorous reception, we are,

Glneoraly,
Jose Olivares ; fiathaniel MeXitterick
Oparations Iveluation Congulisut

dppartmenis

e T =



 Pabruary 1T, 1976

 Ranch Division
Agricultural Flnance Gcmpomt.im :

P.0. Box 30367
Hatrobd , Ly
Kenya '

. attentions Mr. Kechuls

Dear Mr. Kachula: &

Hany tharks for tht tine you gave us in Hadlrohd §nd in the field
ont our recent visit. Ve are rmuch betier Informsd tharks to your guldance.

As you lnow, John Peberdy is aboul to leuwve o hesd tha forih-
codng resperaisal wission. Wo had & lopg talk with him on our retum
a2nd hope 4inat the exmorcise will dapreve undershanding on both sldes.

¥re MoKitterick also mooka with Mr. Fiitcalfes of Technoserve aboud
his talk wilh wou and Oreg Wiitala of Allisd Ranching Services. Ho ie
particularly intsrasted in tha couzon ssrvices coipray ldss snd hopes
Kemys can prove the worth of id,

If wm ecculd gond you one thing 1t woiuld be a pood April rein.
Danching in Keays heg a grest future if only ..]U..u are tire and roegsources
+0 bullcé om the bepginnings you have nmuis. -

Vary thanks 622in and plonge Ieel frcn {9 call on ug if your
itinersvy ehould Inelude Washingion. )

Slacarely,
Josg Uliveres _ . Kathandel MeXitterdick
Cparetions Eveluation Consul boak

Dopartment

Nl T =
AT SR T LA



Telegrams: “Mivac", Nairobi
Telephone: Nairchi 35855
When replying please quote

O R —— PROJ/COORD/7/1

and dite

Mr. J.R. Dewar,

T. BB,
P.0. Box 30577,
NATROBI

Dear Mr. Dewar,

r 1 'l‘-i--\{;, !Mt O v At
MINISTRY OF AGRICULTURE
KILIMO HOUSE
CATHEDRAL ROAD
P.O. Box 30028
NAIROBI
.21st January, 19..76

WORLD BANK AUDIT MISSION

I wish to refer you to the proposed itinerary for the World
Bank Audit Mission ref. PROJ/COORD/7/1 of 6th January, 1976 which
was copied to you and fto inform you that arrangements have now been

made for ranch visits on January 28th and 29th.

is as follows:

I

" INTL. ROUTING

“"January 26th 1976

Creyke B

Ameur

Byron
__.—ﬂ'_m
Clough i

Denness

= ?anuary 27th 1976
ewar i

{ Duane 'i

Golkowsky

Gregor

January 28th 1976

The complete itinerary

A.M. =~ 9.00 Project Coordinator
- 10.00 Mr. Indwasi
P.MI - 2-15 MI‘- Mail’la
- 2.45 Mr. Kachula & Mr. Murphy
A.M. - 8.30 Mr. Meadows
10.30 Mr. Mutitu  Jecd Naunter
P.M. - Mr. Ayuko, Koros, Mr. Sadera &
Mr. Maluki.
A.M. = 8.30 Auditors to be collected

from their hotel by a member of Project
Coordination Unii staff and proceed to
Athi River arriving 9.00 a.m.
Visit -~ IImameu Group Ranch

Kiboko Group Ranch

J Soliteifs Ranch.

2.00 Lunch at Hunters Lodge.

3.00 Proceed to Voi for a night
stay.



/2

January, 29th 1976 A.M.

January, 3%0th 1976 A.M.

Yours Sincerely,

8.30 Visit Rukinga Ranch
11.00 Visit Lualenyi Ranch

2.00 Sandwich lunch
3.00 Return to Nairobi.

9.000 Mr. Wairagu

10.30 Wind~-up meeting with
M/S Chege, Meadows, Murphy,
Kachula, Indwasi, Mutitu,
Ayuko and Maluki.

PHOJECT GOORDINATOR

Gtn The Head,

Ranch Eeciiom,
A.F.C.

The Head,
Range Management Division,
AGRICULTRRE

P.S/Agric.

D.A.
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33 /
FOR GLIVARES
RENY LETTER MOVEMSER 24 AKD YOURS OF JANUARY 5 ALL APPOINTMENTS
CONFIRMED AS PLANMED EXCEPT EDWARDS, DR EDWARDS VOULD LIXE
TO MEET _YGU AT 6 Ph AT 5, CHESTZR OLOSE, CKESTE® STREET
ot J;NJAHY 21 AND AFTERWARDS FOR DINNER
REGARDS
CORDERY 3.‘)"1'
JAN 201276

S19462 WORBNK &



;/A-ﬁ e, /,?,:?j’

CORDERY JANUARY 20, 1976
LONDON OFFICE
TELEX 919462
(Ext. 4910)
ENCLARD

REURTELEX 33 APPRECIATE DR. EDNARDS' INVITATION BUT UNFORTUNATELY I AM
ARRIVING THURSDAY JANUARY 22 AT 7:45 AM.
OLIVARES
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() - .19, 716 gl Mr. R

L {1 _.“‘ 19 74; | RECEyg, DhSMEANSMont g “;;.““’
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.. 02 A4 1975 (1 129

"L‘F“’UHI;AH-.UHS //A& a/zj
SECTigN
%4 FOR RICE

REURTEL 74 OF JAN 16
WE MAVE MADE NOTEL RESERVATIONS FOR JAHNKE IN JAN 25 OUT FEPR 02

/AT SIXEIGHTY, HAUE, ADVISED HIM ACFURDIHBLY. DEWAR JANig ‘:ﬁﬁ

2y
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INTBAFEAD
RALRUBY Telex 22022 (5137)
KEMYA

OED BAS INVITHy JABNEE TO JOTH OLIVARES AND WCKITTERICK FOR TWO GAY FIELD
RIP JANUARY 37 Axp 3% 10 TAXE AOVANTAGE SIS BARLIER STUDY OF LIVESTOCK
PROJECT STOP WE ALSC WANT ENCOURACE COLLASURATION BETWEER JAZNEE'S
RESEARCH BRIT AT ILCA AND FUTURE OED WORK TN AFRICA STOP JANNKE REQUESTS
YOU TRY ARRANGE NAIROB] BOTEL ANSESRRXTINNE ACCOMMODATIONS JANGARY 25
THRG FEBAUARY 1 COMMA PREVERABLY AT HOTEL 680 WITH OED MISSION STOP OB
WILL COVER AIRFARE AND 1LCA WILL COVER OTHER KXPENSES STOP PLEASE
ADVISE STOP RECARDS

Edward Bice
Operations Zvaluation

EBR:td)



440096 |BRD ul - g
MO M _LUCOMING TELEX wii/ -§/ sd

3 Feiye %

440098 IBRD UI Jan 14, 76

Mr. Rice
Mr. Willoughby

TELEX TO IBRD 440098 OR 248423 WASHINGTON DC
ADDIS ABEBA, JANUARY 1%, 1976

FOR E+B .« RICE
OPERATIONS EVALUATION

REF 130/ECON/T

NO NEED TO BE EMBARRASSED. FEARED OVERLOADING GOVERNEMENT
INTERVIEWS MYSELF AND THEREFORE OFFERED AVAILABILITY IN
NAIROBI QUOTE AS OLIVARES REQUIRES UNQUOTE. STILL THINK
THAT MY ARRIVAL NAIROBI JANUARY 25 AND MY AVAILABILITY

AS REQUIRED BY YOU ACCOMMODATE YOUR INTENTIONS.

REGARDS JAHNKE
ILCA ADDIS 21207

Distribution :

N#[

1
o 4

-

ETEREDL



440098 IBRD Ui

INCOMING TELEX -‘z/ /(// sd

/,/'2174
Distribution:
TELEX TO IBRD WASHINGTON DC 440098 OR 248423 Yir, (Siee
Mr. Willoughby
ADDIS ABEBA, JANUARY 12, 1976 i

FOR E«B .« RICE
OPERATIONS EVALUATION

REF 91/ECON/6

| PROPOGSE TO ARRIVE NAIROBI JANUARY 25 FOR & DAYS. SHALL BE
AVAILABLE TO OLIVARES IN NAIROBI AS HE REQUIRES AND ACCOMPANY
HIM ON BOTH RANCH VISITS, PLEASE NOTIFY IBRD NAIROB I ACCORDINGLY
AND ARRANGE HOTEL ACCOMMODATION FOR OLIVARES AND ME. PLEASE

AUTHORIZE MALONE, ADDIS TO ISSUE TICKET. ILCA WILL ADVANCE
OTHER EXPENSES.

REGARDS JAHNKE
ILCA ADDIS 21207 (Telex WO.)
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caav:an VE, UILL MEET YOU AT. aﬁuu's LONDON OFFICE 10,30 AM
thhnkaav Jaiuaav zaun.‘: REGRET THAT SINKER IN UNAVAILABLE
bv:ne T0° A caunt CASE' BUY AM ENDEAVOURING TO annnuaz PntstICI oF
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CLASS OF
- & : SERVICE: LT

COUNTRY: ETHICPTA
g 139
TEXT: YOUR GENEROUS RESPONSE TO QUR INVI TATIDDTASOI"IEWHAT EMBARRASSING STOP

ks OLIVARES IS ACCOMPANTIED BY CONSULTANT MCKRKITTERICK WHO IS CONDUCTING
PARALLIL STUDY OF EXPATRIATE CONTRACTOR PERFORMANCE IN SEVERAL COUNTRIES
STOP WE WERE WORRIED ABOUT OVERLOADING GOVERNMENT INTERVIEWS WITH PERSONS
ON SPECIAL ASSIGNMENTS OR FROM OTHER ORGANIZATIONS STOP NEVERTHELESS
BZCAUSE OF YOUR STRENGTHS ON KENYA PROJECT COMMA USEFULNESS OF BANK
ILCA COLLABORATION COMMA AND SOMEWHAT MORE RELAXED FORMAT OF FIELD VISITS
WE FELT WORTHWHILE TO TEMPT YOU TO ACCOMPANY TEAM ON FIRST TWO DAY FIELD
VISIT TO ALLOW OLIVARES CHANCE TO EXCHANGE VIEWS STOP INCIDENTLY FIRST
FIELD TRIP CONFIRMED FOR JANUARY 27 AND 28 BUT SECOND FIELD VISIT MAY
NOT BE NECESSARY STOP PERHAPS WE HAVE MISINTERPRETED YOUR PLANS FOR
EIGHT DAY VISIT TO NATROBI BUT OED MISSION PLANS FOR COLLABORATION ARE
RESTRICTED TO THAT TWO DAY INTERVAL PLUS OF COURSE UNLIMITED HOURS AFTER
HOURS ON THE TOWN STOP PLEASE ADVISE WHETHER YOUR INTENTIONS CAN ACCOMMODATE
OURS AND WE WILL CABLE RMEA AND MALONE FORTHWITH STOP REGARDS

RICE

NOT TO BE TRANSMITTED

2UTHORIZED BY: CLEARANCES AND COPY DISTRIBUTION:
=2
o
NAME Edward Bf,/ﬁd.éﬂ
&7
DEPT. Operations Evaluation

SIGNATURE

{5IGNATURE OF INDIVIDUAL AUTHORIZED TO APPROVE)

REFERENCE: Kenya Livestock - Cr. 129-KE For Use By Communications Section

EBRice:clf
ORIGINAL (File Copy)
{{MPORTANT: Sea Secretaries Guide for preparing form) Checked for Disparch:




ADDIS - . : ; a3

ETHICPIA

THANKS FOR QUICK COMMENTS ON TANZANTIA ALL OF WHICH ACCEPTABLE STO? COMMENT
FROM SENIOR BANK OFFICIAL WAS QUOTE A FINE REPORT REFLECTING THOUGHT AS
WELL AS WORK UNQUOTE STOP DRAFT PCR OF KENYA LIVESTOCK EXPECTED IN FOUR
DAYS STOP JOSE OLIVARES OF OED ASSIGNED TO PPA OF SAME PROJECT AND
SCHEDULED ARRIVE NAIROBI JANUARY 25 FOR EIGHT DAYS THENCE TO ZAMBIA STO?

HE PLANS NATROBI INTERVIEWS 26 27 AND 30 AND TWO SERIES RANCH VISITS
= AND 31
28 29/a00 FEBRUARY 1 STOP WE WONDER WHETHER YOU INTERESTED JOIN EITHER

SERIES OF RANCH VISITS AND IF DATES CONVENIENT STOP OED WILL FUND TRAVEL

EXPENSES STOP REGARDS

RICE

MOT TO BE TRANSMITTED

AUTHORIZED BY: CLEARANCES AND COPY DISTRIBUTION:

NAME

DEPT.

SIGNATURE

7

Edwa;:ii/:?. Rice

Operations Evaluation

REFERENCE:

(SIGNATURE OF INDIVIDUAL AUTHORIZED TO APPROVE)

Tanzania Beef Ranching - Cr. 132-TA For Use By Communications Saction

Kenya Livestock - Cr. 129-XE
ORIGINAL (File Copy) EBRice:clf
(IMPORTANT: See Secretaries Guide for preparing form) Chisckid For DREEEN e o o




LNCOMING TELEX s8

I RIBUTION:
OM: NATROBI Mr. Olivares -/
muary’9 1976 r. Willoughby
- SEENABRS PROJECT COORDINATOR CHEGE
REURTEL 1982 KENYA LIVESTOCK CRED 129 PROJECT CPPRDOMATPR CJEGE ek
. . )
HAS ARRANGED ITINERARY AS FOLLOWS fonisar Sake e
JAN 26/76 AM 9 .004PROJECT COORDINATOR o &Bﬁmm:ﬁmﬁﬁ
1 10,00 WINDWASI C(LAND ADJUDICATION) e
PM 2415 WMAINA (GEN MGR, AFC) *“ﬁ'{‘ﬂ*irf
Mu '_l(v— N

2 J45WKACHULA /MURPHY C(AFC)

JAN 27/76 AM 8,30 MEADOWS (LIVESTOCK MARKETING DIV) a R@ D et O M
10.30 “N MUTITU CRANGE WATER)
PM 2400 < AYUK® (MINAG RANCH MANAGEMENT) (mc Qo/é¥c) [ ooy ki i 7
KOROS (PROVINCIAL RANGE OFFICER) RfF n
SADERA (PROVINCIAL RANGE OFFICER) (o ©

MALUK! C(RANGE MANAGEMENT)

JAN 28 AND 29 1976 VISIT TO RANCHES
JAN 30 1976 AM 9,00 WAIRAGU C(TREASURY) N .nN&Aw6A
10,30 WINDUP MEETING

CHEGE 1S ALSO ATTEMPTING TO ARRANGE MEETINGS WITH OTHERS LISTED
BY YOU STILL IN GOVERNMENT BUT NO LONGER DIRECTLY INVOLVED WITH
PROJECT . OTHERS HAVE LEFT GOVERNMENT SERVICE AND WOULD SUGGEST
ARRANGEMENTS TO MEET THEM AWAIT YOUR ARRIVAL. | HOPE THESE
ARRANGEMENTS ARE SUITABLE . DEWAR



Jenuary 9, 1976

Ms. Janet C. M. Cordery

Administrative Assistant

International Bank for Recomstruction
and Development

New Zealand House

Haymarket

London S.W. 1, England

Dear Ms. Cordery:

Thank you for your letter of Decemwber 2, 1975 with the list
of appointments made on my behalf.

Since my travel plans are going shead smoothly, I would
like to have all those appointments confirmed, as you suggested.

Thanks again for all your help in this matter.
Sincerely,

Jose Olivares
Operations Evaluation Department

Jo/elf
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The World Bank / 1818 H Street, N.W., Washington, D.C. 20433, U.S.A. ¢ Telephone: (202) 393-6360 ® Cables: INTBAFRAD

January 8, 1976 P
‘Letter Number 12 '

Mr. Dewar
Resident Mission
World Bank

P.0. Box 30577
Nairobi, Kenya

Dear Mr. Dewar:

I would like to apologize for our delay in establishing the exact
schedule for our trip, but the Zambian Government took its time to agree with
our proposition.

I will be arriving in Nairobi at 09:10 a.m., Sunday, January 25 on
Alitalia AZ 814. Mr. McKitterick will be arriving at 08:15 a.m. on the same
day on BA 031. The Travel Office has hooked us at the Hotel "&80%,

If you or one of your deputies would like to share a late lunch or dinner
vith us and in the process give us an orientation, we should be delighted to
a « We do not want; however, to intrude on anvbody's Sunday rest. If
at all possible, ve would like Lo have delive
appointments you have made for us, This will

to our hotel a 1ist of the
elp 18 burden the Kenys

When one returns from

= v % s A e = : .5
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Form No, 27
(3-70)
INTERNATIOMAL DEVELOPMENT INTERNATIONAL BANK FOR INTERNATIONAL FINANCE
. ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION
OUTGCGOING WIRE
DEWAR
L INTBAFRAD g DATE:  pecember 19, 1975
NATROBI ot b
CLASS OF TELEX 22022
SERVICE:
(Ext. 2745/46)
COUNTRY: KENYA
TEXT:
Cable No.: REUR TELEX 1770/1798 MISSION CONFIRMED JANUARY 26 THROUGH FEBRUARY ONE stop

WILL CONTINUE TO LUSAKA MONDAY FEBRUARY TWO

stop HOPE CONDUCT NAIROBI

INTERVIEWS MONDAY TUESDAY FRIDAY WITH FIELD VISITS WEDNESDAY THURSDAY AND

FOLLOWING WEEKEND IF NECESSARY stop REGARDS

OLIVARES

NOT TO BE TRANSMITTED

* AUTHORIZED BY: o T R‘fé/l
>

NAME . ~
Jose Olivares/lc AN S
“EPT. Operations Evaluation
SIGNATURE e
(SIGNATURE OF IND!VIDUAL AUTHORIZED TO APPROVE)
REFERENCE:

¥

ORIGINAL (File Copy) "

(IMPORTANT: Sze Secretaries Guide for preparing ferm)

CLEARANCES AND COPY DISTRIBUTION:

For Use By Communications Seciion

Checked for Dispatch:



Form No. 27

(3-70)
INTERNATIONAL DEVELOPMENT INTERMATIONAL BANK FOR . INTERNATIONAL FINANCE
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION
OUTCGOING WIRE
TO: WAIRAGU DATE: December 19, 1975
FINANCE
NATROBI CLASS OF LT

SERVICE: (Extension 2745/46)

COUNTRY:  KENYA

CableTIrEﬂxoT-: REUR CABLE DECEMBER 9 RE AUDIT FIRST LIVESTOCK PROJECT CREDIT 129-KE stop
WISH INFORM YOU EVALUATION MISSION WILL BE IN KENYA JANUARY 26 THROUGH
FEBRUARY ONE stop EKERXKRER HOPE CONDUCT NAIROBI INTERVIEWS MONDAY TUESDAY
FRIDAY WITH FIELD VISITS WEDNESDAYYAND FOLLOWING WEEKEND IF NECESS8ARY
REGARDS
OLIVARES
NOT TO BE TRANSMITTED
e 7
AUTHORIZED BY: Edward Rice /S = CLEARANCES AND COPY DISTRIBUTION:
NAME Jose Olivares, i
) A
nEpT. Operations Evaluati e
SIGNATURE 5 e o
(SIGNATURE OF INDIVIDUAL AUTHORIZED TO APPROVE)
REFERENCE: - For Use By Communications Section iz
ORIGINAL (File Copy)
{(IMPORTANT: See Secretaries Guide for preparing forn) Checked for Dispatch: . i N
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Dec. 1 ._J - ,"/'.\
Di Stribution:
Mr. Olivares 1

1798 FOR OLIVARES COPY WILLOUGHBY S "3-3-1'-?‘-131'?13;;"
FURTHER MY TEL 1770 EVALUATION MISSION - KENYA GRATEFUL YOUR
CONFIRMATION DATES JANUARY 26 THROUGH 31 FOR MISSION. DEWAR

sd

ek W



istribution:

Dec. 9, 1975 _Dcime | Tan /
From: “f?'-*_*f»":\':’ 4 /_9)
i B,
Qa?ny
(4%
G

1770 FOR OLIVARES

EVALUATION MISSION - KENYA
REUR 1905 PLEASE CONFIRM YOU WILL NOW BE IN KENYA MONDAY
JANUARY 26 THROUGH SATURDAY 31 TO ENABLE US ARRANGE APPOINTMENTS

AS REQUESTED. DEWAR



2484238 IBRD UR N—
RCWI AZCZC 248424
YWB730 RMFS533 FRQA139 UWS343 BDA21S GPA324 CO94

URVT CO KENI 037 1_97505&9 3. g
MAIROBI 37/36 9 1050 PP
ETAT

SLIVARES INTBAFRAD

VASHINGTONDC

REURCAB BDECEMBER 4 AUDIT ON FIRST LIVERSTOCK PROJECT

CREDIT 129 KE STOP EYE CONFIRM JANUARY SUITABLE FOR MISSION
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December 9, 1975

Ms. Janet Cordery
Administrative Assistant

The World Bank

New Zealand House

15th Floor

Haymarket

London, SW1, Y4TE, England

Dear Ms. Cordery:

This is to acknowledge receipt of your letter of December 2. As you
have suggested, I will confirm these appointments nearer the date.

May I also thank you for your assistance and take this opportunity to
wish you seasonal greetings.

Yours truly,

Jose Olivares

JOlivares:clf



December 8, 1975

Mr. Verne Miles
1085 Castle Hill Crescent
Ottawa, Canada K2C 2A9
Dear Mr. Miles:

A belated thanks for taking the trouble to visit us last month.
What you had to say was very helpful. Now if we can only get to Kenyal
The trip has been postponed, lastly until the end of January.

I hope the new job pans out and we can have the pleasure of seeing
you around here sometime in the future.

Sincerely,

Nathaniel McKitterick

NMcKitterick:clf



December 8, 1975

Mr. Sheldon Ward
Route #2

Winslow, Maine 04901

Dear Mr. Ward:

A belated thanks for visiting with us last month. What you had to
say was most helpful. Unfortunately our visit to Kenya has been post-
poned twice; lastly until the end of January.

If you have not received your expenses, they are on their way, through
the labyrinth of this institution. I know, because the clerks have called
me three times for an explanation.

With many thanks again, I am,

Sincerely,

Nathaniel McKitterick

NMcKitterick:clf



December 8, 1975

Mr. Henry Lowe
1702 South Highway 39

P. 0. Box H260

Zephyr Hills, Florida 33599

Dear Mr. Lowe:

A belated thanks for taking the trouble to visit us last month. What
you had to say was not only fascinating, but very helpful. Now if only
the Kenyan Government will permit us to pay a visit, we can wrap up this
investigation. Our trip has been postponed twice, lastly until the end
of January.

I got a letter from George Aiken last week, It read in its entirety
"Ihn glad I'm not in jaill" A happy man, he.

Sincerely,

Nathaniel McKitterick

NMcKitterick:clf
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November 25, 1975

Mr. Victor Bunderson
Project Manager
DP/S0M/72/003

UNDP

P. 0. Box 24
Mogadishu, Somalia

Dear Mr. Bunderson:

As an old hand at scheduling missions, you will understand that nothing
ever works the first time.

My task is to appraise, as part of a regular IBRD "post-audit" exercise,
the technical assistance input in the Kemya Livestock I project that resulted
from conditions set forth in the original IDA credit. This is the first in
2 series of case histories commissioned by the IBRD Executive Directors who
are inquiring into the scale and character of the demand for technical assis-
tance generated by Bank/IDA loans and credits.

Vern Miles was in the office last Saturday. Earlier in the week Henry Lowe,
General Manager of the AFC during much of the project, and Sheldon Ward, Miles!
successor, visited us. John Peberdy, who conceived the project in the first
place, is now in IBRD, serving as Agricultural Officer for Kemya among other
things. We have also interviewed a large number of IBRD officers who at one
time or another filed past the project. We, are, in short, better informed
than one usually is in these cases.

I would accordingly like to talk to you by telephone from Nairobi if a
convenient time can be arranged. (I will be staying at the Hilton.) You
were head of the UNDP/FAO program in Kenya, which I understand was at that
time the largest of its kind anywhere. With this in mind, I would like to
discuss with you three fundamental points:

1) Vould the project have evolved better had the IBRD concentrated
its attention and influence in the Range Management Division of the then
MAAH rather than the APC? Would it have been possible for the IBRD to insist
that both the Livestock Marketing Division and the Range Water Development
Division be folded into the Range Management Division? Should the Project
Manager have been located in EMD rather than AFC? (Miles claims Meadows was
in fact the project manager, but the IBRD considered that Miles was.)

2) Was it a good idea to name an economist to the post of manager of the
Ranch Division in AFC? The IBRD, you will remember, insisted on expatriates
filling the RD post, the LMD post and the KWD post. All of Bruce McKenzie's
candidates were turned down, yet the IBRD had no real candidates of its own.
Would you, for example, have been willing to take the post that Miles took?



Mr. Bunderson -2 - Novemwber 25, 1975

3) The IBRD philosophy at the time was clear: credit and technical

services should be combined. This philosophy has been weakened in recent

years, but not replaced by any other. Was it an applicable philosophy in

Kenya at the time you were there? To put the same question another way:

was it practical at one and the same time to try to pioneer group and
to

company ranches while using the same loan bolster the financial structure
of the AFC?

What I am looking for here, of couwse, is judgement rather than factual
answers. Many of the issues raised in Kenya Livestock I are live issues
today in other countries and to some extent in Kemya. I will value your
comments, which, of course, will be kept in confidence and anonymous.

I will attempt to reach you by phone when I get to Kenya. Thanking
you in advance for your help, I am,

Sincerely,

Nathaniel McKitterick
Consultant
Operations Evaluation Department

NMcKitterick:clf



November 24, 1975
Letter No. 772

Mr. Thomas C. Creyke

Director, Regional Mission in
Eastern Africa

P. 0. Box 30577

Nairobi, Kenya

Dear Mr. Creyvke:

The Operations Evaluation Department is preparing the Project Performance
Audits referred to in 0. M. 3.50 for both the Kenya First Livestock Project
(Cr. 129-KE) and the Zambia Livestock Project (Ln. 627-ZA). At the same time,
a study on the use of expatriates in key governmental positions as a Bank
requirement is being conducted by Mr. Nathaniel M. MeRitterick, a consultant
with the Department. The Kenya Pirst Livestock Projest was selected as case
study for this purpose.

Therefore, we would like to interview:

i) you and those in your staff who were associated with both projects.
Particularly we are thinking of Mr. Khouri and Mr. Martin. I met with
Mr. Dewar Friday afternoon and understand that Mr, Xhouri will be on vaca-
tion until January 11 and will leave for Tanzania on January 12. Since he
supervised both projects in their last stages, meeting him is most important
to us. Would it be possible to meet with him for at least twe or three hours
between his return from vacation and his departure for Tanzania?

ii) some top relevant Govermment officials in the Ministry of Finance,
the Ministry of Agriculture, AFC, APC's Ranch Division, Project Coordimating
Unit in Ministry of Agriculture, Range Management Division, Livestock Marketing
Division, Range Water Division, and Land Registration Depertment, both at
present and during the life of the project.

Some important people from our point of view:

Michuki, who we understand is now President of one of the commercial
banks. Meadows of LMD; Philip Ndegwa, Chairman of AFC during the project;
Francis Maina, AFC General Mamager; Kibe, now permanent secretary at Minmag,
who was & major contact with IBRD while in the Ministry of Finance;
Vnmo!mmeamuu;um-u.m-umnuuumm-
nent secretary at the Ministry of Education, but was permanent secretary at
Minag when the project started.
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We would particularly like to see Bruce McKenzie if possible. If possible,
we would like to make a field trip with George Murphy of AFC's Ranch Section.
1f AFC's District Officers Behrens and Bergman, both USAID fimanced, are still
on the job, we would like to talk with one or the other about training.

Perhaps Abercrombie at USAID can help.

Other possible contacts: Ayuko at RMD; Chege as Livestock II project
coordinator; Sedera. Feel free to add or delete names according to your

judgment .

After receiving confirmation of our cable of November 20, 1975 that our
proposal is convenient for both the Govéraoment and you, we plan to arrive
early Wednesday morning, January 7, 1976. Mr. McKitterick will retura to
Washington and I would leave fo» Lusaka in the evening of Tuesday, January 13.

Your earliest confirmation of these arrangements will be appreciated.
Looking forward to seeing you, I remain

Yours sincerely,

Jose Qlivares
Operations Evaluation Department

cc: Messrs. Loh
Dewar
McKitterick

JOlivares:clf



November 24, 1975

Miss Janet Cordery

World Bank Furopean Office
15th Floer

Haymarket

London, SW1l, Y4TE, England

Dear Miss Cordery:
Re: le o 197

In accordance with the Bank's standard procedures, an ex-post
evaluation (called "project performance audit" in Operational Memorandum
3.50) has to be prepared on each project after its completion. I am working
now on the audits of Kenya Livestock I Project (Cr. 129-KE) and Zambia
Livestock Project (Ln, 627-ZA). For that purpose, I need to interview
several people. Three of the persons assoclated with the Zambian project
are now in London:

1) Mr. Joseph Edwards, former Bank ssaff member, now retired,
whe was the Head of the Appraisal Mission.

2) Mr. Heath, a staff mewber of Barclays Bank D.C.0,, which
co~financed the project.

3) Mr. Sinker, a staff member of Hunting's Technical Services,
the consultant who prepared the Govermment's application
for a second livestock project, which was rejected by the
Bank.

I scheduled the field mission for early December; these interviews
were going to be held in the Bank's London Office on December 16, 1975.
Unfortunately, the Kenyan Govermment requested us to postpone the mission
until January. 1 am scheduling it now from January 4 to January 23. 1I
would appreciate it 4if you could contact these persons and ask them to
reschedule the interviews to Thursday, January 22, 1976,

Looking forward to hearing from you, I remain

Yours truly,

Hose Olivares
Operations Evaluation Department

JOlivares:clf
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BE PREFERABLE. REGARDS CREYKE

me
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ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION

OFFICE MEMORANDUM G- 121

INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR | INTERNATIONAL FINANCE /
/‘\/

TO: Mr. Christopher Willoughby DATE:  November 13, 1975
FROM: Messrs. Olivares and McKitterick %
SUBJECT: Luncheon - Tuesday, November 18th

We have reserved a place for you at 12:30 PM, Tuesday, November 18th,
in the event you would like to join us. In attendance besides our-
selves will be:

1. Mr. Henry Lowe, who was the last expatriate general manager of the
Agricultural Finance Corporation in Kenya. He was funded by USAID; this
was his first overseas job; he had been administrator of farm rentals

(or something like that) in the U.S. Farm Home Administration. He fitted
in well with the Kenyans, or so we gather, but was not considered a mover
and shaker. Considering that the major organizational objective of the
Kenya ILivestock I Credit was to strengthen the AFC vis-a-vis the Ministry
of Agriculture, his recollections are of key importance.

2. Mr. Sheldon Ward, who was the second project manager, or head of the
AFC Ranch Section. He was funded by USAID. His appointment came after

the Kenyans objected to any expatriate replacing the first project mana-
ger, Vernon Miles, whom we are interviewing in Lesotho. Mr. Ward is also
out of the U.S. Farm Home Administration. He and Mr. Lowe are now retired.

3. John Peberdy, who until 1967 was head of the Range Management Division
of the Kenyan Minag. and was the author of the original submission to IDA
that resulted in the credit under study. Peberdy founded the RMD which
in his day was staffed entirely by European Kenyans and is now completely
Africanized. He feels that the Bank was wrong in using its leverage to
increase the authority of the AFC at the expense of the RMD. He is the
author of the forthcoming project completion report and is now a projects
officer in East Africa.

li. We are talking separately with Mr. ward in the morning and Mr. Lowe
in the afternoon. Mr. Ward is driving down from Maine and will have to
be provided with some sort of expense reimbursement. Mr. Lowe has been
taken care of.



November 12, 1975

Mr. Henry Lowe

1702 South Highway 39

Box H 260

Zephyr Hills, Florida 33599

Dear Mr. Lowe:

You should shortly receive notice of a pre-paid ticket, Tampa-Weshington-
Tampa, for Tuesday, November 18, 1975.

I have booked you out on Eastern Flight #180 which leaves Tampa at 9:25 and
arrives Washington, 11:22. I have booked you back on an Eastern flight that
leaves Washington at 5:35, with a change at Atlanta. The Atlanta flight leaves
at 8:06, erriving Tampa at 9:21. There is a non-stop Eastern flight leaving
Washington at 7:47 and arriving Tampa at 11:42. You may wish to change to that,

We are most grateful for your willingness to come to Washington.
Mr. Sheldon Werd is also coming that day and will join us for lunch together with
John Peberdy who was head of the Range Management Division before your time and
who drew up the original credit application to the IDA. We will talk with
Mr. Ward in the morning and continue our conversation with you after lunch. We
will value your judgments very highly since the AFC was the focus of the IDA
recommendations.

I will plan to meet you at the airport. If I am not immediately in sight,
please teke a taxi to 1800 G Street and come to room 1055 where you will find
myself, Mr. Ward and my colleague in this investigation, Sr. Jose Olivares. If
you need to get in touch with me before you come, the telephone number is
202-477-4910.

With many thanks for your cooperation, I am
Sincerely,

Nathaniel MeKitterick
Operations Evaluation

NMcKitterick:clf
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xEEERKKEE PERFORMANCE AND COST EXPATRIATE STAFP IN AT PROJECT STOP
TRUEY TIMING CONVENIENT UNQUOYE PLS FOLLOW UP WITH NGANGA $TOP GFED
HAZ SUGGESTED TEAT THEY WOULD LIEE TO MEET WITH BRUCE MCKENZIZ COMMA
MLANBA COMMA KILE COMMA MEADOVWS COMMA MATHA COMMA V0N EAUFHAN AND
SULTABLR RWPRESENTATIVES OF LAND BECISTRATION DEPARTMEWT STCP OTHER
HAYES SUGGESTED COLOW LDWAST COMMA SADERA COMYA LERAKENY COMMA MURPHY
AND Ll BROWN STOP TunY WOULD APPRECIATE YOUR OR RHOURI'S ASSIETANCE IN

HAKING THE APPOINIMENTS STOP LETTER FOLLOWS ST0P RECARDS

LoH

Ping-cheung Lok, Chief e Messrs, Glivatewyﬁgﬁitterick
Country Programs Division
Esstarn Africa Regicual Office

Rekitterick/2CLoh/ebb



KABBAH . _ _  NOVEMBER 7, 1975
UNDEVPEO ' .
LT

HASERY

LESOTIO

1§ CONNECTION REGULAR IBRD PERFORMANCE AUDIT KENYA LIVESTGCK PROJECT
NATHANIEL MCKITTERICK, CONSULTANT, PLANS TO VISIT LESOTHO TO INTERVIEW
WILLEM BRAKEL AND VERNON MILES BOTH OF WHOM HAD CONSIDERABLE EXPERIENCE
WITH PROJECT. MEZSSAGE ALREADY SENT MILES BUT WOULD REQUEST YOU NOTIFY
BRAXEL. MCKITTERICK PLANNING ARRIVE MASERU MONDAY DECEMBER 8. RECARDS

-

" SULLIVAN
INTBAFRAD

Roger Sullivan, Loan Officer cc: Mr. MeKitterick (G 1055)
Mr, Gisle
EA2DB
RSullivan:si
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- NGARCA : R HOVEMBER 7, 1975
FIHARCE _
NAIROBI

&1

KEXYA

FOR PROJECTS ALRZADY COMPLETED THR BANK IS REQUIRED 10 €ONDUCT
PERFORMANCE AUDYT AND SUBMIT AUDIT REPOXTS TO GOVEBRNMENT AND

BOARD STOP CR 129-Xp Zax LIVESTOCK PEOJECT IS REING AUDITER AND IN THAT
CONNECTYON OLIVARES OF OPERATIONS EVALUATION DEPARTHENT WOULD LIZE TO
VISIT KINYA DECEMBER TWO 70 SIX TO DISCUSS WITH OFFICERS I4 Your
HIHISTRY COMMA AFC AMD MINAG STOP RE WILL BE ACCOMPANIEZD BY

‘ HCKITIERICK COMMA CONSULTART COMMA WHO WILL DISCUSS FERFORMARCE

AND COST EXPATRIATE STAYP IN THAS, PROJECT STOT TRUST TIHING CORVENYENY
BARRX STOP RuCARDS

LOH
IHNTEAFRAD
¥ Qs
Fing-cheung Loh, Chief ce: Haasra.Jﬁgivarea/McKitﬁsrick

Couutry Prograus Divigion
tastern Alrica Regional Office

HieRitterick/PCLoh/ebl
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INTERMATIONAL DEVELOPMENT INTERNATIONAL 2ANK FOR

INTERMNATIONAL FINATICE

ASSOCIATION RECONSTRUCTION AND DEVELCPMENT CORPORATION

COUNTRY:

OUTGOING WIRE

MR VERNE MILES DATE: NOVEMBER 5, 1975
DP/1ES/70/502
Pe 0 BOK 27 CLASS OF
MAPUTSOE SERVICE: LT
4910
LESOTHO
ts,

WORLD BANK OPERATIONS EVALUATION DEPARTMENT'EVALUATING BANK-FINANCED
TECHNICAL ASSISTANCE PROGRAM STOP KENYA LIVESTOCK (CR 129-KE) CHOSEN AS
PITOT STUDY STOP IN VIEW OF YOUR KEY ROLE IN THIS PROJECT T PROPOSE
VISITING LESOTHO ON DECEMBER & bR ¢ TO INTERVIEW YOU STOP I WILL ALSO BE
IN NAIROBI DECEMBER 1 TO 5 STOP GRATEFUL CABLE BANK WHETHER PROPOSED
ARRANGEMENTS CONVENIENT OR ALTERNATIVE PROPOSALS STOP REGARDS

NAT MCKITTERICK
CONSULTANT - OED

INTBAFRAD
o NOT TO BE TRANSMITTED

AUTHORIZED BY: ; CLEARANCES AND COPY DISTRIBUTION:
""-. E. ot

NAME Jean-Jacques Schul

DEPT. Operations Evaluation

SICNATURE

(SIGNATURE OF INDIVIDUAL AUTHORIZED TO AFPPROVE)
REFERENCE: Cr. 129-KE

(IMPORTANT: Seo Secretaries Guide for preparing form) . Checked for Dispatch:

Fo-a' Use By Communications Section

NMcKitterick:clf
ORIGINAL (File Copy)
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INTERMATIONAL CEVELOPMENT | INTERNATIOMAL BANK FOR INTERMATIOMAL FilANCE
ASSCCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION

OUTGOING WIRE

TO:

COUNTRY:

TEXT:
Cable No.:

MR BUNDERSON : DATE: NOVEMBER 5, 1975
PROJECT MANAGER

DP/S0M/72/003 CLASS OF

C/0 UNDP SERVICE: LT

P, 0. BOX 24 4910

MOGADISHU ¢

SOMALIA

WORLD BANK OPERATIONS EVALUATION ﬁEPARTNENT IS EVALUATING BANK-FINAWCED
TECHNICAL ASSISTANCE PROGRAM§ STOP KENYA LIVESTOCK (CR 129-KE) CHOSEN AS
PILOT STUDY STOP IN VIEW OF YOUR KEY ROLE IN THIS PROJECT I WOULD LIKE TO
GET YOUR PERSONAL VIEWS STOP I WILL BE IN NATIROBI DECEMBER 1 TO 5 STOP
PRCPOSE MEETING YOU IN MOGADISHU DECEMBER 4 OR 5 STOP GRATEFUL CABLE
WHETHER THESE ARRANGEMENTS ARE CONVENIENT OR ALTERNATIVE PROPOSALS STOP

REGARDS

NAT MCKITTERICK
CONSULTANT - OED
INTBAFRAD

NOT TO BE TRANSMITTED

AUTHORIZED BY:

NAME

DEPT.

SIGNATURE

CLEARANCES AND COPY DISTRIBUTION:
D
Jean-Jacques Schul?

Operations Evaluation

(SIGNATURE OF INDIVIDUAL AUTHORIZED TO APPROVE)

REFERENCE:

(IMPORTANT: See Secretaries Guide for preparing form) ' Checked for Dispaich:

Cr. 129"'K_E For Use By Communications Section
NMcKitterick:clf

ORIGINAL (File Copy)
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INTERNATIONAL DEVELCPMENT INTERMATIOMAL BANK FOR | INTERMATIONAL FiNANI
ASSOCIATION RECONSTRUCTICN ANLC DEVELOPMENT

bf ke

‘ CORPORATION

QUTGOING WIRE

TO: HANS JAHKRKE
C/0 1LCA

ADDIS ABARA

COUNTRY: ETHIOPIA

DATE: OCTOBER 24, 1975

CLASS OF
SERVICE: LT
4910

TEXT:  REYURCAB 1863/ECON/21 PEBERDY COMPLETION REPORT EXPECTER FOR NOVEMBER STOP

Cable No.:

PPAR SCHEDULED FOR LATE DECEMBER STOP WILL FORWARD BOTH WHEN AVAILABLE

STOP RECARDS

OLIVARES

NOT TO BE TRANSMITTED

AUTHORIZED BY: : ‘.;.1 \( _S————-—
é %__._. : } 2

NAME Jo T Schul
DEPT. Operations Evaluation
SIGNATURE

(SIGNATURE OF INDIVIDUAL AUTHORIZED TO APPROVE)
REFERENCE: Kenya Livestock - Cr. 129-KE

Olivares/clf
ORIGINAL (File Copy)
(IMPORTANT: See Secreizries Guide for preparing form)

CLEARANCES AND COPY DISTRIBUTION:

For Use By Communications Saction

Checked for Dispatch:




248423A IBRP UR
ILCA ADPDIS INCOMING TELEX

IBRD E.B.RICE
REF NO. 1863/ECON/21

ATTENTION MR. E.B.RICE

OPERATIONS EEATFUL |
IF YOU WOULD SEND ME AT ELCA ADDIS A COPY OF PEBERDY
OF KENYA LIVESOTCK PHASE ONE

REGARDS JAHNKEDDJ

ILCA APPISJJJJJDDO
248423A IBRD UR
ILCA APDISS

nez

sd F:\;ng,

——

Distribution:
Mr. Rice G1055

Mr. Willoughby
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