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MEMORANDUM TO THE EXECUTIVE DIRECTORS AND THE PRESIDENT

Kenya: Country Assistance Evaluation

Attached is a Country Assistance Evaluation (CAE) on Kenya prepared by the Operations
Evaluation Department. A draft of this evaluation was distributed to CODE in May 1998. This
report is now being re-issued for the purpose of public disclosure.

The economic, social and governance conditions are poorer in the 1990s than they were
in the 1970s. GDP growth rate is lower, inflation rate is higher, and almost half the population
lives on less than a dollar a day. The pre-shipment loan scheme created to provide financing for
exporters defrauded the Treasury of some $400 million in 1992 (6.5 percent of GDP). Failure to
ensure accountability for this fraud, corruption in energy sector projects, and political interference
in the operations of the customs department led to the elapse of the IMF ESAF arrangement in
July 1997.

Between 1980-96, total Bank commitments in Kenya were nearly $3 billion. Kenya
complied only weakly with Bank conditionality, frequently backtracking on reforms.
Disappointing progress occurred under the first two structural adjustment credits (1980-83), as
well as in the subsequent six sectoral adjustment credits (1986-92). Implementation of a new
structural adjustment credit approved in FY96 has also fallen short and the second tranche release
has been delayed. Slippages, as in the past occurred in critical areas of parastatal reform, civil
service reform, and in improving the composition of expenditures. New lending commitments in
FY96 and FY97 and lagging disbursements have created a large undisbursed balance in the IDA
portfolio.

OED overall satisfactory outcome ratio of 57 percent for Kenya was lower than that for
the Africa region (63 percent) and Bankwide (75 percent). Sustainability was likely in 21
percent, and institutional development was substantial in only 6 percent of commitments. Some
of the factors adversely affecting outcomes at the sectoral level were deficient Bank monitoring
and evaluation systems, inadequate ministerial financial systems, reluctance of the Government to
consult widely with the potential target communities, and difficulties in observing IDA guidelines
on procurement. High Bank managerial turnover, particularly for human resource development
projects, and barely acceptable quality at entry of two infrastructure projects approved in FY96
were also noteworthy.

The objectives identified in the most recent (1996) CAS were relevant, but the approach
could have benefitted from greater attention to governance, income distribution concerns, and the
analysis of gender constraints. The area of comparative advantage of the Bank vis-à-vis other
donors, and the role of the resident mission in creating and nurturing partnerships should have
been brought out more clearly.

Given Kenya’s history of weak compliance, the current situation of poor governance, and
inadequate commitment of the Government to take decisive action to resolve pending issues, only



a very limited lending strategy for small targeted interventions would appear to be justified. It is
important that such a strategy not be undermined by pressures to lend. Substantial commitments
prior to the finalization of the CAS may undermine the credibility of the Bank vis-à-vis the
partners and the Government.

Robert Picciotto
by Gregory K. Ingram
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1. Historical Perspective: Poor Long-term Performance

Economic Conditions

1.1 Kenya performed relatively well in the first decade after independence in 1963 but after
1974, expansion of smallholder cultivation, introduction of high-value crops, adoption of high-
yielding maize varieties, and import-substituting growth that had fueled development tapered off
and a number of structural constraints became evident: the extremely rapid growth of
population; the inward-looking pattern of industrialization and sluggish and undiversified
exports. In 1976 when international coffee prices began soaring the Government stepped up its
public investment program, increased its purchases of military equipment, and expanded the civil
service. When coffee prices began to decline in second half of 1977, growth decelerated and the
budget deficit rose from 5 percent of GDP in 1976/77 to 10 percent in 1978/79.

Figure 1.1 Figure 1.2
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1.2 During 1980s the GDP growth averaged about 4 percent. This period included a year of
political crisis (1982), one year (1984) of exceptionally severe drought, and a period of higher
coffee and lower oil prices. The Government, as before, responded to the favorable external
environment by increasing Government expenditures (in 1986/87 to 33 percent of GDP). The
budget deficit (excluding grants) averaged 7 percent.

1.3 The early 1990s witnessed an increasingly unstable performance on the macro and
structural fronts. Expenditure control and composition remained the central issue since the scope
for revenue increases was limited by an already high ratio of revenues to GDP (excluding
grants). The expansion in the wage bill primarily reflected an increase in the number of civil
servants. The number of ministries increased, as did the number of committees with overlapping
functions. The scope for restructuring of expenditures (in favor of basic functions) was further
limited by the high share of interest payments in GDP, and in total expenditures and net lending,
raising questions about the efficacy of the Bank’s efforts at early interest-rate liberalization.

1.4 Significant economic adjustment was achieved between 1992/93 and the middle of 1996.
Inflation was reduced and economic growth resumed even though deficit was reduced primarily
as a result of ad hoc measures such as, increased collection of tax arrears and an across-the-board
increase in import tariffs by 25 percent. Targeted net reductions in the civil service were
achieved. Further progress was made toward establishing a fully transparent and nondistortive
trade system. Kenya also undertook reforms in the financial sector, which led to fundamental
changes in the conduct of monetary and exchange rate policies.
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1.5 Despite a turnaround in the economy between 1992/93 and mid 1996, the average growth
rates in the 1990s were lower than in the 1970s. Inflation increased from 8.9 percent during the
1970s to 14.5 percent in 1994-95, while gross domestic investment declined from 23.6 percent of
GDP to 18.9 percent (Appendix Table 1). Budget deficits have remained high on average at
about 7 percent of GDP in the 1980-91 period (Appendix Table 2); the improvement witnessed in
1995/96 (Figure 1.2) is once again being reversed.

1.6 In general, progress towards external viability, has been elusive (Table 1.1). The ratio of
debt service to exports has deteriorated. This ratio exceeded 25 percent in 1995-the upper end of
the benchmark range in the framework for the Highly Indebted Poor Countries (HIPC) initiative.

Table 1.1: Indicators of Progress Towards External Viability (percent)
Pre-SAF (1985-87) 1992-95

Debt-service ratios
Exports 25.7 29.2

GDP 5.6 8.8
Exceptional Financing Ratio 0.0 1.0
Notes: Exceptional financing is defined as the sum of net change in arrears, rescheduling and debt
cancellation. The ratio is to exports of goods and nonfactor services.
Source: Background paper for ESAF Internal Review.

Social Conditions

1.7 Population in Kenya has been growing at about 3 percent per annum and in 1995 its
population was estimated to be 27.5 million. With slow economic growth and high population
growth, GNP per capita declined from $370 in 1980-85 to $275 in 1994-95. In parallel, the
percent of the population living below the poverty line increased and by the 1990s about one-half
of Kenya’s population was living on less than a dollar a day (Table 1.2).

1.8 Some social indicators improved and currently compare favorably with SSA. Infant
mortality rates, and illiteracy rates decreased in the 1990s compared to the early 80s, although
infant mortality rates still fell short of the Development Assistance Committee (DAC) FY96
baseline estimate of 60 per thousand live births. The proportion of the population with access to
sanitation declined and the prevalence of malnutrition increased in the 1990s.

Table 1.2: Indicators of Poverty
Kenya Sub-Saharan Africa

Early 1980s Early 1990s 1990s
Population below $1 a day 50.2 39.1
Infant mortality (per thousand live births) 77 67 99
Illiteracy (% of population age 15+) 35 31 50
Malnutrition prevalence (% of children under 5) 22 22.5 n.a.
Safe water (% of population with access) 27 49 49
Sanitation (% of population with access) 44.4 43 42

Notes: The numbers for sub-Saharan Africa are medians (except for population living on less than a
dollar a day).
Source: World Development Indicators, 1997.

1.9 The gender picture appears to have improved (Table 1.3), although, at 30 percent, adult
female illiteracy was still considerably higher than that for males.
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Table 1.3: Gender
Early 1980s 1995

Fertility rate(births per woman) 7.7 4.7

Illiteracy rate, adult female(% of female 15+) 41.5 30 (22)

Life expectancy at birth(female) 58 60 (58)

School enrollment, primary, female (%, gross) 96 91(92)

Note: The illiteracy rate in the second column is for 1990. The numbers in brackets refer to males.
Source: World Development Indicators, 1997.

Governance Conditions1

1.10 Since President Kenyatta’s death in 1978, the integrity of public sector institutions has
been systematically undermined. Political priorities have taken precedence over the public
interest. Public institutions have become part of a patronage system that is geared toward
ensuring the political survival of the ruling party.

1.11 The financial irregularities identified in past reports of the Parliamentary Public
Accounts Committee and Public Investment Committee for 1992/93, 1993/94, and 1994/95
remained unaddressed. Purchase orders were issued by the Ministry of Health without the
required signatures or the budgetary allocations. Public sector real wages have declined by 21
percent between 1986/87 and 1994/95.2 According to long-time observers of the Kenyan
economy there has been increasing politicization of the civil service, and susceptibility to
bribery.

1.12 Despite the round of economic reforms carried out in 1993 through early 1996, as of
1997, the private sector still lacks an enabling environment for development. Government
control over all spheres of economic activity is pervasive. While the Government of Kenya
(GOK) did pass regulations to ease controls on private businesses, the regulations were not
implemented. Corruption is widespread. In the Corruption Perception Index compiled by
Transparency International for 54 countries, only two countries were perceived to be more
corrupt than Kenya. Reform of public enterprises and the financial sector is slow, nominal
interest rates on commercial loans are high (26-28 percent), funds are scarce, and infrastructure
is decaying. Since the mid-80s, IFC commitments have also declined in line with the overall
deterioration in the country’s economic performance and the investment climate.

Bank Assistance (1980-97)

1.13 Between FY80-97, IDA commitments for Kenya were about $3 billion of which nearly
half were for adjustment (Appendix Table 3). Per capita assistance was $106 compared to $31.3
in Ethiopia, $181.7 in Ghana, $160.9 in Malawi, $83.9 in Tanzania and $90.6 in Madagascar.

1.14 Following the second oil shock in 1979, Kenya requested adjustment assistance from the
World Bank and IDA provided two Structural Adjustment Credits (SACs), in 1980 and 1982.

1
According to Governance and Development, World Bank, 1992, governance is the manner in which power is

exercised in the management of a country’s economic and social resources for development.

2
ESAF Review (1997).
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According to the OED audit reports of the SACs, while the Bank did help the borrower in
understanding the constraints facing the economy and in supplying an agenda for regular joint
reviews of progress, the conditions for tranche release were too wide ranging and covered too
many sectors straining the country’s capacity to carry them out. Also, a lack of continuity among
the Bank staff involved was a factor adversely affecting the SAC outcomes.

1.15 In 1986, the Bank shifted focus to specific sectoral constraints through adjustment
operations in agriculture (ASAO, 1986), industry (ISAC, 1988), and finance (FSAC, 1989). It
was hoped that addressing specific sectoral constraints via sectoral operations would yield more
favorable outcomes than the two SACs. A multisector credit was also approved in December
1990. Quick-disbursing commitments under the four operations were about $600 million.

1.16 The Bank’s objectives and the thrust of the strategy in the sectoral operations were
relevant though the ASAO had some of the design problems encountered earlier in the SACs.
These included, setting too many conditions with loose definitions, underestimating the time it
would take to carry out difficult reforms, and too great a reliance on a small number of key
individuals in the Government. The loose definitions posed a particular problem when the staff
who designed the project was replaced by other staff who had to interpret the conditions. The
action program in the subsequent ISAC was, however, well designed facilitating the monitoring
of time-bound programs. Although comprehensive, conditionality was not excessive. The
quality of ESW supporting the operations was uneven; good for ISAC but not for FSAC.

1.17 Between 1991-93, the Bank approved adjustment operations in agriculture (ASAO II)
and in education (EDSAC) but governance, macroeconomic and structural policy implementation
deteriorated. In October 1992, the GOK reimposed the ban on maize movement, thus reversing a
previously implemented condition of the ASAO II. IMF/IDA review missions found significant
abuse of the pre-shipment loan scheme. The “Goldenberg scam” in which a private firm got
advances against exports of gold, diamonds etc. but never actually exported them defrauded the
Treasury of some $400 million (equivalent to 6.5 percent of GDP) in 1992. Some commercial
banks also had unwarranted access to Central Bank of Kenya’s overdraft and rediscount
facilities. IDA delayed the release of new tranches of existing commitments on the multisector,
EDSAC, and ASAO II. These actions proved to be effective leverage tools to get the reform
effort back on track although not for long.

1.18 An active program by the GOK to address pending issues was initiated in July 1993. The
Bank took the lead in coordinating and working with the IMF and bilaterals in this achievement.
Excellent work for the Policy Framework Paper (PFP) and Public Expenditure Review (PER)
work provided the framework for a dialogue with the GOK. In June 1996, a SAC was approved,
almost 17 years after the first SAC of 1980.

Kenya’s Compliance with Bank Adjustment Programs: Weak Record

1.19 Implementation of substantive adjustment measures under the early SACs were reversed.
Progress was recorded in areas of lesser importance (for example in import administration, debt
management and arrangements for preparing public investment programs and forward
budgeting). Under the sectoral adjustment operations (SECALs) also the implementation of key
measures was less than satisfactory (Box 1.1). The implementation of the 1996 SAC has also
fallen short of expectations, and the second tranche release has been delayed.
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Box 1.1: Weak Compliance

SAC I (1980) and SAC II (1983): Initial progress made was substantially reversed by 1984-85.
Quantitative restrictions were intensified, customs tariffs were raised and industry was little exposed to
foreign competition. The preparation of the Forward Budget for three fiscal years (to provide a realistic
framework for public expenditure) was incomplete and also ineffective because of weak submissions by line
ministries and limited coverage of the parastatal sector. In December 1983, the Government informed the
Bank that the National Cereal and Produce Board (NCPB) would be a buyer and seller of last resort but, in
July 1984, the Government formed cooperatives which could prevent the entry of private traders.

SECALs (1986-92): Between FY86 and FY92 six SECALs were approved. This was also a
period of stop and go reforms, with reversals and an increasingly unstable macro performance. Under
ASAO, efforts slackened after the release of the second tranche. Disappointing progress occurred in:
removing supply constraints in fertilizer availability, managing parastatal reform and rationalizing the
composition of sectoral public investments. “The Government focused efforts on fulfilling tranche release
conditions, defined as narrowly as possible...” (Project Completion Report, ASAO, June 1990, pg. 16)

Little progress was made under the ISAC (1988) in divestiture of public enterprises and trade
reform (key areas under the credit). Average tariffs for consumer and intermediate goods increased
considerably between FY87 and FY89. The level and variability of protection was adversely affected by
the high frequency of ad hoc and arbitrary duty exemptions. Price controls remained and although the
Restrictive Trade Practices, Monopolies and Price Control Act was amended in 1989, the provisions of the
Act to promote competition were not systematically applied. Under FSAC (1989) the Government failed to
establish a competitive bond market and continued the restriction on free retention and sales of foreign
exchange. The Central Bank established reserve requirements, but these became superfluous because credit
ceilings were continued. Large depositors, mostly parastatals, were given equity positions in the newly
consolidated banks causing them to lean more heavily on the Government budget. “...Government officials
were more interested in obtaining the Kenyan shilling equivalent of the FSAC and to use it for budgetary or
parastatal expenditures, than they were in the FSAC’s financial reform proposals or in the availability of
more foreign exchange for imports.” (Performance Audit Report, FSAC, July 1993, pg. 10).

The performance of the Export Development Project (1991) was marred by problems on the
macroeconomic and governance fronts. The preshipment loan scheme created to provide financing for
exporters suffered serious abuses. The main investment component of the project, the export processing
zone, was completed but only one firm was operational at the time of the audit in early 1995. During 1991-
93 the Government reversed import liberalization reforms. On the regulatory front, while the letter of
conditionality was met, there was continued lack of transparency in procedures (for example in verification
procedures prior to investment approval , and in foreign exchange transactions processed through the
Banking system). The record of ASAO II (1991) and EDSAC (1992) was also one of partial compliance.
Very limited progress was achieved in improving the efficiency of public expenditures in agriculture and
education. In abrupt reversals the Government first reimposed maize movement controls in November of
1992, removed them in December 1993, reimposed them in August 1994, removed them in September
1994, reintroduced the ban in April 1995, and lifted the ban in June 1995.

Source: OED Audit Reports, Implementation Completion Reports, President’s Reports.
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2. The Bank’s Recent Response: CAS, 1996

Relevance

2.1 The 1996 CAS objectives (Box 2.1) were relevant but for over a decade the Bank had
been in pursuit of similar objectives with negligible success. The CAS analysis could have
benefitted from a more credible strategy to deal with poor governance although at that time such
analysis in the Bank was in the initial stages and considerable deepening has occurred in the last
two years. It could also have paid greater attention to sequencing, poverty alleviation, human
resource development, gender, and partnerships, although accelerating growth was and currently
remains the central challenge facing GOK.

Box 2.1: 1996 CAS Objectives and Bank Assistance

The prime objective was maintenance of macroeconomic stability. Additional policy objectives
were to reallocate public expenditures towards the basic functions of the Government, to continue civil-
service reform, and to accelerate public enterprise reform and privatization. Poverty was to be reduced by
promoting an efficient private sector, improving public sector efficiency, promoting human capital
development and targeting interventions for the disadvantaged. Particular attention would be given to
efforts aimed at increasing participation at all levels of education, increasing the access of women to
preventive health services, and improving women’s income earning opportunities through more gender-
focused agricultural extension and research activities.

The sector policies emphasized four major sectors: agriculture, environment, infrastructure and
human resources. The focus was on agriculture with restructuring of marketing boards (including the
commercialization of NCPB).

The Bank’s supporting strategy was a SAC to improve public sector efficiency together with a
number of large infrastructure investment projects (Nairobi-Mombassa Road Rehabilitation, Urban
Transport Infrastructure, and Energy Sector Investment) to address important constraints to private-sector
activity. The Early Childhood Development Project and an Arid Lands Resource Management Project were
designed to provide targeted support for many of the most disadvantaged.

Source: CAS 1996.

2.2 Governance: The CAS did express concern about the Government’s commitment to
improved governance and to manage the economy effectively. However, the CAS should have
emphasized that strategies in the public sector and interventions to promote poverty reduction
were not workable unless there was credible and strong evidence that the Government had
effectively dealt with the governance issues. Several Board members in the February 1996
discussions were skeptical about the proposed trigger to determine passage between lending
scenarios. The trigger for base-case lending (deemed most likely), should not be avoidance of
major misuse of funds, but a major improvement in overall expenditure management.

2.3 In its Board statement at the time of CAS presentation, the region stated that the country
situation justified moving into the base case and the Board agreed with this assessment. The
same day the CAS was presented, two credits were approved for Kenya, one of $50 million for
the Nairobi-Mombassa Road Rehabilitation Project and another of $115 million for the Urban
Transport Infrastructure Project. However, with these projects, there was little flexibility left, at
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least in FY96, to return to the low-case in case governance issues were not satisfactorily
resolved.

2.4 Sequencing: Some sequencing issues were important and ignored in the CAS. The lack
of an enabling environment for the private sector meant that, even though some successful
reforms may have helped in restraining some forms of Government intervention, not enough was
done for the private sector to step in. For example, in agriculture, as part of liberalization of the
maize market, the World Bank asked for a reduction of the NCPB’s monopolistic role in
agricultural produce marketing. In fact, the Bank had been asking for reform of the NCPB since
1980. However, it did not give sufficient thought to marketing after NCPB. The assumption was
that withdrawal of state institutions, such as the NCPB, would be matched by expansion of the
private sector, but given the poorly developed trader and storage situation in the private sector,
this was unlikely to happen. CAS strategies of public enterprise and civil service reform needed
to discuss in more detail explicit measures to mitigate the hardship of workers losing jobs since
such measures can be important prerequisites in generating support for reform.

2.5 Poverty Alleviation, Income Distribution, Human Resource Development and
Gender: A poverty assessment of excellent quality was done in 1995. While the 1996 CAS was
consistent with its recommendations, it did not show who the poor are, how many poor were
expected to benefit under the proposed interventions, and how the impact would be monitored
and evaluated. In Kenya, baseline surveys have either been absent or very limited, impeding the
evaluation of outcomes and impact in the social sectors. The capacity to manage at the local
level is directly linked to the effectiveness of poverty-alleviation strategies but this requires
political decentralization, i.e., constitutional reform to allow greater political autonomy and
financial responsibility of local governments, an issue that deserved some attention in the CAS.

2.6 While restoring growth was undoubtedly the core issue at the time of the CAS, an
explicit discussion of income distribution concerns was important given that Kenya’s Gini Index
is 0.575 (the second highest in SSA). Countries with Gini coefficients greater than 0.5 (such as
Kenya) have been found to have an estimated poverty elasticity of only about -0.5, implying that
growth rates in excess of 8 percent would be needed to decrease the number of poor. In Kenya,
the better connected individuals in society, who mostly belong to the high income groups have
captured significant economic rents and profited greatly from structural distortions, thereby
worsening income inequality. The CAS gave little attention to wage issues and determinants of
employment in Kenya, both of which are of significance in determining income distribution.
Absence of schemes to absorb labor made redundant by Bank encouraged rationalizations will
inevitably add to the already high urban unemployment rate of over 20 percent.

2.7 The CAS should have addressed more directly the efficiency and equity aspects of social
spending. Inequities in social spending and ad hoc cuts in the development budget also impact
upon income distribution. The latest work-in-progress on evaluating efficiency of government
expenditures in Africa finds that, despite annual average education spending by Kenya of
6.5 percent of GDP between 1987-95, the spending facilitates relatively lower rates of literacy
than in Madagascar, Niger, and Sao Tome and Principe, where average annual Government
spending on education was only 4 percent of GDP. The Poverty Assessment showed the
inequitable aspects of public spending. For instance, the bottom 50 percent of the population got
only 31 percent of the total subsidy on secondary education. The health expenditures were
biased towards curative health care (68.8 percent of recurrent public expenditures in health in
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FY91 versus 8 percent for preventive and promotive care).3 Increasing prevalence of
malnutrition would have required greater attention to preventive and promotive care. The
curative health subsidies were also not well targeted as the lowest subsidy per visit was on health
centers, the most frequently used public facility by the poor.

2.8 The gender diagnosis and strategy in the 1996 CAS were too standardized and did not
reflect the particular situation of women in Kenya. According to the CAS attention would be
given to increasing female participation at all levels of education, but it was the extremely low
levels of secondary school net enrollment that were the cause for concern (for both males and
females). At the primary level, enrollment for males and females was similar, but fewer girls
completed primary education. The CAS did not mention ownership and access to land. Kenya’s
Poverty Assessment stated that, while causes of poverty among the female-headed households
were several, ownership and access to land appeared to be the critical factor. Gender analysis
has shown that women who lack access to land also lack access to inputs such as credit.

2.9 Partnerships: The Consultative Group (CG) meetings and five Informal Meetings
between 1992-95 have served to strengthen and improve coordination between the bilaterals and
the Bank. This coordination has been instrumental in restoring multi-party democracy to the
country. The disciplined approach to overall lending did have an impact on the GOK and does
provide lessons for a future strategy in Kenya. Strong coordination efforts between the Bank and
the IMF were also noteworthy. However, even greater efforts may be required since recent
missions by OED, and informal discussions with representatives of several concerned
organizations, revealed that some aid-coordination groups, Non-Governmental Organizations
(NGOs), and the private sector felt left out of the reform process. While the donors looked to the
World Bank to take the lead, the Bank tended to dominate the “partnership.” Instances were
cited (not only by bilaterals but also other multilaterals) where the World Bank “competed” for
providing technical assistance with others who were offering grant assistance. The CAS could
have brought out more clearly the areas of the Bank’s comparative advantage vis-à-vis other
donors. The importance of the role of the resident mission in creating and nurturing partnerships
with the Government and with other organizations in the field should have been emphasized.
The overwhelming concern of partners now is with governance.

2.10 A background paper prepared by OED on the contribution of NGO in selected Bank-
supported projects in Kenya recommended that the Bank should become better informed about
the NGO community in Kenya. Bilateral donors in Kenya have long-established relations with
the NGOs that has enabled them to increase the development effectiveness of their assistance.
Within the Bank, despite an awareness of the value of early participation of potential partners in
project design, efforts to involve NGOs in projects at the design stage has been modest.

Efficacy

2.11 The objectives of the 1996 CAS were not achieved. The overall budget deficit was
reduced to 1.4 percent of GDP in 1995/96 primarily by ad hoc reductions in development
spending. On July 31,1997 the IMF decided to let the second tranche of the first annual ESAF
arrangement lapse, following the failure of the GOK to satisfactorily address specific governance
issues (corruption in energy-sector projects, failure to ensure accountability for the “Goldenberg”

3
FY91 was the latest year for which data was available from Kenya’s 1995 Poverty Assessment.
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fraud,4 political interference in the operations of the customs department5). Two power contracts
in 1996-97 were awarded in a manner that was deficient, non-transparent and out of line with
competitive bidding procedures. While 21 “nonstrategic” enterprises were divested by June
1996, the IMF was concerned that the Government may not have received a realistic price for the
public enterprises sold, and that the process lacked the desired transparency. The GOK also
delayed its audit of the Emergency and Drought Recovery Program (EDRP) approved in
February 1993 for $27 million (closed two years later than the anticipated data). Despite
requests by the Region, the Government did not provide to the Bank a final report regarding
possible areas of misappropriation of project funds on selected expenditures involving primarily
civil works and the corrective action to be taken. As of March, 1998, these issues remain
unresolved.

2.12 In 1997 GDP growth was estimated at around 2 percent. The fiscal deficit increased, and
gross domestic investment declined to less than 20 percent of GDP in 1997 from 25 percent in
1987-90. The GOK resorted, as on many earlier occasions, to some ad hoc revenue-enhancing
measures, cuts in development expenditures, and operations and maintenance. The problems are
expected to be compounded with the drought conditions brought on by the El Nino phenomenon.

2.13 The overall World Bank performance rating for structural reforms improved in 1996 over
1995 but deteriorated in 1997. Country risk ratings compiled by Euromoney worsened between
March 1997 and September 1997.

2.14 Reprioritization of expenditures, a major CAS goal, was not achieved. Civil service
numbers were reduced but a teachers union strike was resolved in October only through
substantial wage concessions, dissipating the gains achieved from the reduction in the size of the
civil service. Concessional foreign financing is declining because of governance issues. Some
of these funds have been replaced with more expensive domestic finance, so interest
expenditures have been larger than projected making restructuring of expenditures even more
difficult.

2.15 A Public Expenditure Review (PER) was undertaken. The PER has emphasized the very
large number (1,169) of projects and the poor quality of investments in the PIP for Kenya. The
Public Investment Program was completed at a rate of 3 percent per year, compared to a target in
Kenya’s budget of 25 percent. GOK capacity to undertake new investments was limited in the
medium-term. It highlighted (as did the past PERs) the need to address expenditure anomalies
within a Medium-Term Expenditure Framework (MTEF).

2.16 Slippages, as in the past, occurred in critical areas of parastatal reform. First, the post
and telecommunication parastatal was yet to be separated into three entities, and the
establishment of the new telecommunications company with private capital was delayed.
Second, the Government delayed the preparation of legislation to establish a regulatory authority
for the energy sector and to allow active private participation in power generation. The
electricity tariffs were raised several months behind schedule. Third, railway transport continued
to deteriorate. Finally, the target to privatize 20 “nonstrategic” parastatals by June 1996 was

4
In June/July 1997, the High Court threw out the case.

5
The Commissioner for Customs and Excise who was interested in improving the operations of the customs collection

was removed by influential persons involved in a large scale sugar import racket, evading customs duties.
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missed and divestitures at the end of 1996 were 21 compared to a target of 40. By February 1997
an additional five “nonstrategic” enterprises were divested raising the total to 26.

3. Bank Lending and Current Portfolio: Disappointing
Results

OED Evaluation Results

3.1 As of October 1997, 90 loans/credits and $2.4 billion in commitments had been rated by
OED. Some 40 percent of OED evaluated commitments were for adjustment. Sector-wise, the
two top sectors were agriculture and industry/finance (Appendix Table 4).

3.2 The overall satisfactory outcome ratio of 57 percent for Kenya was lower than that for
the Africa region (63 percent) and Bankwide (75 percent). Sustainability was likely in only
21 percent of commitments (versus 31 percent for the Africa region) and, only 6 percent of
commitments were considered as having substantial institutional development (compared to
22 percent for the Africa region and 37 percent Bankwide) (Table 3.1). The satisfactory
outcomes in Industry/finance (37 percent), and Agriculture (54 percent ) the two sectors with the
largest commitments were lower than the average for Kenya as a whole (Appendix Table 5).

Table 3.1: OED Evaluation Findings
Country No. of Projects

rated
Value $
million

Satisfactory
Outcome (%)

Likely Sustainability
(%)

Substantial Instit.
Dev. (%)

Kenya 90 2,413 57 21 6

Africa 1,456 33,605 63 31 22

Bankwide 19,350 213,031 75 57 37

Source: OIS/MIS, OED Database, Financial Database.

3.3 In terms of institutional quality ratings compiled by the International Country Risk
Guide, Kenya was in the medium range for 4 out of 5 indicators in 1995 (Appendix Table 6).
OED ratings, and conversations with stakeholders, paint a much more pessimistic picture. Poor
institutional quality has implications for impact because the state has an enormous sway over a
country’s economic and social development, and whether that development is sustainable.6

3.4 Recently completed OED audits, reviews of Implementation Completion Reports,
ongoing OED studies, and OED missions to Kenya in the context of special studies suggest that
the factors adversely affecting outcomes at the sector level have changed little over time.

• Deficient Bank supervision and monitoring and evaluation systems preventing mid-stream
corrections and evaluation of project effectiveness (Cr. 2204, Cr. 1718, Cr. 1387, Cr. 1051,
Cr. 2058, Cr. 2147).

• Inadequate ministerial financial systems contributing to delays in processing of payment
authorizations, payment to suppliers, preparation of project and institutional accounts and

6
World Development Report (1997).
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delays in submission of project audits (Cr. 2204, Cr.1973, Cr.1820, Cr. 1904, Loan-2409,
Cr. 1673.

• Reluctance of the GOK to consult widely the potential target communities leading to an
inadequate understanding of beneficiary situations.7 (Cr.1675, Loan 2359, Cr. 1673). The
lack of participatory approaches needs to be remedied systematically.

• Poor design of the Technical Assistance Component (Cr.1820, Loan 2591, Cr. 1051,
Cr. 1673, Cr. 2147).

• Difficulties in observing IDA guidelines on procurement procedures (Cr.1973, Cr. 1904,
Loan 2359, Loan 2591, Cr. 1051).

• Weak donor coordination leading to fragmentation and uncoordinated assistance (Cr. 1849,
Loan 2409, Loan 2359). Several reasons were cited for this, the most important being the
lack of leadership from the GOK. Others were: a large number of donors; widely dispersed
actors. even within sectors; the overwhelming dominance of the World Bank, and its
preoccupation with macro-policy dialogue at the expense of sectoral and institutional issues.

3.5 According to an ongoing OED study on the effectiveness of rural development in Kenya,
some important achievements have been witnessed in specific projects in the agricultural
services, namely agricultural research. The accomplishments of National Agricultural Research
Programs I and II included generally strengthened in-service training, as well as external training,
the successful operation of the Agricultural Research Fund to finance contract research, and the
effective reorganization of adaptive research arrangements at the regional level through a system
of Regional Research Centers focused on local needs.

3.6 Results achieved by the Swedish International Development Cooperation Agency’s
(SIDA) despite reduced allocations to Kenya stand in sharp contrast to those of the Bank’s and
provide lessons for Bank’s assistance. A recent analysis conducted by SIDA showed that three
factors have been responsible for the success of their assistance in Kenya: (1) reallocations to
areas with greater impact on poverty reduction and quality of life, such as, health, soil and water
conservation, water supply development and roads in rural areas; (2) a shift from capital-
intensive inputs in the form of fixed facilities and equipment towards simple technologies, and
(3) the concentration on participation and capacity building at the community level.

Ongoing Portfolio

3.7 As of November 1997, 22 projects were under implementation with net commitments of
about $1billion (Appendix Table 7).8 Of the 22, 10 projects were at risk comprising 47.7 percent
of commitments. This was somewhat higher than for SSA (41.6 percent) and substantially higher
than the 22.3 percent Bank wide (Table 3.2). In fact, 4 of 10 projects at risk were “problem”
projects (with both implementation progress and development objectives rated unsatisfactory).
This is despite an increase in the supervision effort in Kenya since FY90 (Appendix Table 8).
Between FY88-97, the average supervision effort at 20.9 staffweeks per project was higher than
Bankwide (16.7 staffweeks) and for the Africa region (17.5 staffweeks).

7
See draft note prepared by J.R. Anderson on the Initial Brainstorming of the Kenya-World Bank Agricultural Sector

Impact Study Advisory Committee held in September 1997 in Nairobi, Kenya.

8
According to the Region, one operation has been closed, nine more will close by end 1998, and one will be formally

restructured.
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3.8 In the actual problem projects, the most frequently cited factors adversely affecting
ratings were, managerial performance, procurement problems, and slow disbursement.

Table 3.2: Profile of Ongoing Projects (as of November 1997)
Country Net Com at risk (% of

total commitments for
ongoing)

Actual Problem
Projects (% of total

ongoing)

Potential problem
projects (% of total

ongoing)

Total projects at risk
(% of total ongoing)

Kenya 47.7 41 5 45.4
Africa 41.6 24 14 38.5

Bank-wide 22.3 15.1 9.8 25
Source: QAG.

3.9 Sector wise, 4 of 10 problem projects were in the education/population and health and
nutrition areas (Appendix Table 9). This amounted to 80 percent of ongoing projects ( a total of
5) in these areas. The only one not yet at risk was the Early Childhood Development Project
approved in April 1997. Bank-wide also these two sectors together accounted for the highest
number of projects at risk and of commitments at risk as a percentage of total net commitments.
The eventual number of OED rated unsatisfactory project outcomes at completion could, in fact,
be even higher despite satisfactory implementation progress and development objective ratings,
since the “disconnect” for Kenya is at 31 percent, higher than for the SSA (22 percent) and
Bankwide(18 percent).

3.10 The two infrastructure projects approved for a total of $165 million in January 1996,
(approved the same day as 1996 CAS presentation to the Board) were in the sample projects
studied by the Quality Assurance Group (QAG) for quality at entry, and were rated a 3 on a scale
of 1 to 4 showing that the analysis was barely acceptable or marginal. However a project
approved in July 1996 ($12.8 million), similarly analyzed by QAG was rated a 1.9

Managerial Issues

3.11 There has been a high turnover of task managers in recent years. For instance, between
April 1995 and October 1996, at the macro/departmental level there have been four different
country directors for Kenya. At the micro/project level, during the past twelve months, there has
been a change in task managers in nine (almost 43 percent) out of 21 operations (Appendix
Table 10). The turnover was the highest in human development projects. OED audits from
1984-85 first pointed to the need for maintaining continuity in the Bank staff involved in Kenya.
This was also a recurring theme in audits of project assistance (para 3.4 first bullet).

3.12 In 1996, the Country Director for Kenya was stationed in the field. While it is too early
to evaluate the effectiveness of the decentralization strategy, interviewees were generally
positive. It was felt that such a strategy in the longer term would have a favorable impact on
projects, particularly in those areas that cannot be so readily managed from headquarters (e.g.,
agriculture, human resources, environment). A resident country director could be used to foster

9
A rating of 1 indicates that a project has a good or better economic analysis that fulfills all the criteria defined. A

score of 2 is used for an acceptable or average analysis that meets many, but not all, of the appraisal criteria. A rating
of 3 is applied where the analysis is barely acceptable or marginal. Analyses that fail to demonstrate the projects’
economic viability are rated a 4.
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the policy dialogue with the GOK, and to help in reaching a common position with donors. The
Economic Governance Group chaired by the field Country Director was welcomed. A positive
change in Bank attitudes towards other partners was also noticed. Recent efforts at sectoral
coordination were viewed positively (for instance, the proposed structure of fewer core sector
groups with greater government participation). On the somewhat negative note, a general
concern (not specifically for Kenya) was the difficulty of ensuring objectivity in the face of close
proximity with Government officials, and the danger of “taking over” indigenous capacity. On
the efficiency side, there were some concerns about cost-effectiveness.

Level and Composition of Bank Commitments (FY96 and FY97)

3.13 Total lending commitments were $313.8 million and $231.9 million in FY96 and FY97,
respectively. The FY96 commitments were only marginally lower than the all-time high reached
in FY92. The high commitments followed a period (FY93-95) of relatively low commitments of
about $50 million per year. Large new commitments in FY96 and FY97, and lagging
disbursements, have led to a rising undisbursed balance on the IDA portfolio (from $281 million
in FY90 to $449 million in FY96 and $640 million in FY98). The undisbursed balance was two-
thirds of total original allocations. The disbursement lags reflect a number of underlying
weaknesses in project design and implementation.10 These have been mirrored in an average
portfolio rating of only 5.8 (on a scale of 1-10) of 19 projects included in the Portfolio
Performance Review in December 1996.

3.14 In contrast to lending commitments, resources devoted to economic and sector work
(ESW) peaked in FY87 at 29 percent of total resources and have continued to decline, with the
decrease being particularly sharp in FY95.11 In FY96 and FY97, only 8 percent and 9 percent of
resources, respectively, were allocated to ESW.

The Efficiency of Bank Assistance Program12

3.15 The average cost of an ESW product and the average completion cost per project from
pre-appraisal to board approval over the ten-year period FY88-97 have been higher than in the
Africa region, and in other comparator countries (Appendix Tables 11 and 12). In Kenya, the
average completion cost per project increased from 1.6 staff years in FY95 to 2.8 staff years in
FY96, and to 3.5 staff years in FY97. A large part of this increase can be attributed to the growth
in dropped projects in FY95 and FY96. In the same ten-year period, the total direct cost of
country programs measured in terms of staffyears spent per approved project (estimated from
Appendix Tables 13 and 14) was also higher than in half of the comparator countries.13 The cost
of supervision increased, in line with the general trend in the Africa Region, and the Bank,
reflecting the growing importance attached to portfolio management from FY94 onwards.
Projects in Kenya had higher cost of supervision, on average, than did the Africa Region. It was
also significantly higher than in Ghana, Uganda, and Zambia.

10
Country Procurement Assessment Review (1997).

11
Planning and Budget Department.

12
Dollar cost data were not used as they have tended to be less reliable.

13
Comparisons with the region could not be made as the region’s total staffyears include those which were not directly

related to country programs.
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4. Choices for the Future

4.1 Kenya has a history of complying weakly with economic reforms. It has succeeded in
the past at undertaking reforms to obtain quick disbursing assistance, only to reverse them or
water them down. A lack of compliance has rendered Bank assistance ineffective. Even now after
more than two decades of Bank assistance, only a few key individuals (such as the Minister of
Finance and the Central Bank Governor) are perceived to support the reform process, whereas
elsewhere there is strong opposition. This finding dates from OED audits of nearly a decade ago.
Official Development Assistance given to countries with poor policy environments can delay
reform and have adverse effects on economic and social development. In Kenya fundamental
reforms have not taken place, per capita growth rates have declined and poverty has worsened.

4.2 Many stakeholders blame the Bank for pouring money into Kenya in spite of serious
unaddressed governance concerns. At the present juncture, the stakeholders are looking for a
partnership with the Bank for helping to build a framework of good governance and broad-based
support for reform. Until decisive action is taken to improve economic governance, a very
limited lending strategy (limited to small targeted interventions to reduce poverty) would seem to
be justified. Such a strategy also appears more desirable given the relatively high level of
lending in FY96-97, subsequent low disbursements, the overall poor portfolio rating, the need for
a better policy dialogue, and the relative underfunding of ESW.

4.3 Under a limited lending strategy resources could be redirected towards critical
nonlending activities. There are areas where nonlending work by the Bank could be particularly
useful. Sector-level expenditure reviews continue to be important with the aim of eventually
helping to rationalize public expenditure and public investment programs. The policy dialogue
with the GOK could focus on institutional change using the PER of 1997. Service-delivery
surveys could provide insights into how programs are delivered, and into patterns of bribery.
Accountability mechanisms, such as the public tendering system, or Parliamentary Oversight
Committees, need strengthening. Leading institutes are not doing much research on Kenya.

4.4 Bilateral donors as a group would have to follow through with the limited lending
strategy and not get “taken-in” by piecemeal efforts at political reform. Typically emerging
governance concerns cause donors to hold back commitments. GOK would then make some
cosmetic efforts at reform and woo the donors back. Governance concerns then would re-emerge
and the cycle would return to stage 1 (Box 4.1).

4.5 The strategy should not be undermined by internal pressures to lend. Ongoing project
preparation could lead to sectoral operations being pushed for Board approval despite unresolved
governance issues. In FY97 an Energy Investment Project of $125 million was approved. The
present flood conditions in Kenya will also undoubtedly lead to demands by the GOK for
assistance though much of the damage could have been avoided or reduced if appropriate road
maintenance standards had been consistently applied by the GOK in the past. Substantial
commitments prior to the finalization of the CAS may compromise the Bank’s stance with the
GOK and undermine Bank credibility.

4.6 Kenya is currently in the low case. No investment operation has been approved during
FY98 to date. Strong and sustained actions to improve governance by the GOK should be central
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in moving to a higher lending strategy. Such a strategy would be consistent with strategic
selectivity emphasized by the Bank’s management, and the Africa Region’s own findings
presented to the Special Program of Assistance to Africa (SPA) in the June 1995 Plenary.

Box 4.1: Relationship with Bilateral Donors

CG (November 1991) Dissatisfied with progress on political governance. Postpone making new
pledges.

CG (November 1993) Government agreed to multi-party system. Relationship on the mend.
CG (December 1994) Mixed feelings regarding governance but make new commitments of

$800 million for 1995.
CG (March 1996) Considerable concern on both governance and noneconomic governance

matters. GOK assures donors that budgetary transparency and accountability are
being addressed. Parliamentary and Presidential elections in end-1997 will be
fair and free. Constitutional reform will be undertaken after the elections.

CG (1997) Postponed. IMF program canceled on governance issues.

Source: CG documents.

4.7 The country team is making governance the central theme of the CAS Concept Paper and
has consulted widely with a range of stakeholder groups. It has openly discussed the possibility
that the Bank may be in a very low case scenario indefinitely. However it considers that, “a very
strong last ditch SAC (1996) effort by the new Government would be a basis for beginning the
transition to the base case (lending) scenario” although the tranche conditions for parastatal, and
civil service reform in the SAC were relatively weak.14 OED work has shown that signing
contracts, submitting legislation, or “satisfactory” implementation have not worked in the past to
achieve public enterprise reforms that are sustainable. Civil-service reform conditionality in the
SAC was similarly quite weak, primarily asking for development of rationalization plans for
ministries.

4.8 In the Concept Paper, the preparation of a new budget support operation could be
triggered by: (i) resumption of discussions on the second-year ESAF arrangement with the IMF;
(ii) preparation of the PFP; (iii) agreement on a Medium-Term Expenditure Framework (MTEF).

4.9 An ESAF arrangement and a PFP are standard for IDA countries. For more than a decade
the Bank has produced good quality ESW in the area of public expenditures. A 1984 report
examined the processes and procedures employed in the preparation of the MTEF for programs
of the GOK. In 1986, a review of the forward budget covering the medium-term (1987-89) was
carried out by the World Bank . This was followed by another review in 1989 which emphasized
clearly that improved management of public resources must be a core component of the GOK’s
development strategy. Since the objectives of the MTEF of 1989 (mirrored in the 1996 CAS)
remain valid after eight years, a careful assessment is required of what the GOK is prepared to

14
Of the seven conditions of second tranche release for parasatal reform, two conditions asked for satisfactory

implementation of the privatization program and the NCPB commercialization program, and three conditions asked for
signing contracts to improve the management of existing parastatals. One asked for submitting legislation to
Parliament.
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do. While an MTEF can provide a strong analytical anchor, in the end it is for the Government
to believe that it is a sound approach to public expenditure management.15

4.10 In Kenya, past experience leaves little room for optimism. The budget in previous years
was based on a specific set of institutional arrangements, but, immediately following the
adoption of the budget, supplementary expenditures (not in the approved budget) were incurred,
thereby distorting the stated budget priorities. For instance, sizable extraordinary expenditures
were incurred in 1995/96 (Eldoret Airport, the Presidential airplane, and the national identity
card project). The ministries, including the all-important Ministry of Finance had little control
over the implementation of the budget. Despite extensive technical assistance to build capacity
for budget formulation and execution, indigenous capacity for budget formulation remains weak,
with excessive reliance placed by the GOK on technical experts financed by various donors.
Some of these experts have been in the GOK for decades.

4.11 Finally, it is recommended that the new CAS give attention to topics related to income
distribution, gender, and partnerships. The country team’s active management of the current
portfolio by closing poor performers and retrofitting others should be continued. Turnover of
task managers in projects should be reduced to a minimum.

15
According to the Region, this time a sound MTEF will be a central yardstick of performance. They believe that the

MTEF is stronger this time around.
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Appendix Table 1: Kenya: Selected Indicators
1970-79 1980-85 1986-90 1991-93 1994-95

GDP growth 7.3 3.1 5.6 0.3 3.6
GNP per capita (US $) 238 371.7 378 320 275
Gross Domestic Investment (% of GDP) 23.6 24.4 24.0 18.5 18.9
Gross Domestic Savings (% of GDP) 20.2 20.1 19.4 19.5 17.1
Inflation (GDP Deflator) 8.9 10.3 8.2 19.0 14.5
Current Account Balance (% of GDP) (6.0) (5.0) (5.1) (1.2) (1.5)
Source: World Development Indicators.

Appendix Table 2: Kenya: Central Government Budget (1986-96)
1980-85 1986-91 1991/92 1992/93 1993/94 1994/95 1995/96 1996/97p

As percentage of GDP
Total Revenue 23.6 23.1 24.0 23.3 27.5 28.4 29.2 27.3
Expenditure and net
lending

31.0 30.4 28.8 34.2 35.0 30.7 30.5 28.6

of which:
Development and lending 7.6 6.0 5.5 6.1 6.6 7.0 5.9 5.4
Total Recurrent 23.0 24.4 23.3 28.1 28.4 23.7 24.7 23.2

Wages & Salaries 8.0 8.1 8.8 9.0 8.4 9.7 9.2 8.5
Interest 3.4 5.7 6.2 11.5 12.5 7.2 7.5 6.2
Subsidies and Transfers 4.1 2.8 1.3 1.8 1.1 1.0
Others 6.4 5.5 6.3 5.7 5.7 7.0

Overall balance on
commitment basis
(excluding grants)

(7.3) (6.8) (4.8) (10.9) (7.5) (2.3) (1.4) (1.2)

Notes: Figures for 1980-85 and 1986-91 are annual averages.
Source: IMF Staff Estimates, 1997 PER. For 1996/97 projections a recent IMF Staff report.

Appendix Table 3: Kenya: Adjustment Loans (1980-96)
Fiscal Year Adjustment Loan Net Commitments (millions of $)
1980 SAC 55.0
1983 SAC II 130.9
1986 SECAL (Agriculture) 60.0
1988 SECAL (Industry) 165.7
1989 SECAL (Finance) 231.3
1991 SECAL (Export Dev.) 149.1
1991 SECAL (Agriculture II) 75.0
1992 SECAL (Education) 100.0
1996 SAC I 126.8
Total SACs and SECALs 1,106.0
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Appendix Table 4: Kenya: OED Evaluated Sectoral Commitments
(through October 6, 1997)

In millions of US$ In Percent of Total
Sector No. of

loans/credits
All

loans
o/w

Adjustment
All

loans
o/w

Adjustment

Agriculture 32 460.7 97.2 19.1 21
Education/Population, Health & Nutrition 10 264.6 100.0 11.0 38
Industry/Finance 9 468.9 397.0 19.4 85
Transport 11 336.4 0.0 13.9 0
Water Supply & Sanitation 5 81.1 0.0 3.4 0
Urban Development 3 75.8 0.0 3.1 0
Power/Energy/Oil& Gas/Telecoms 13 355.1 0.0 14.7 0
Public Sector Management 2 4.3 0.0 0.2 0
Multisector 5 365.8 365.0 15.2 100

TOTAL 90 2412.7 959.2 100.0 40

Source: Financial Database.

Appendix Table 5: Sectoral Distribution of Outcomes

Sector
No. of Projects

Rated satisfactory
or unsatisfactory

Satisfactory
Outcome (%

of rated
commitments)

Likely
Sustainability

(% of rated
commitments)

Substantial
Institutional

Development (% of
rated commitments)

Agriculture 32 54 40 2
Education/Population, Health
& Nutrition

10 81 11 11

Industry/Finance 9 37 0 0
Transport 11 27 3 3
Water Supply & Sanitation 5 98 16 0
Urban Development 3 21 0 0
Power/Energy/Oil& Gas 10 98 65 32
Telecom 3 33 100 0
Public Sector Management 2 0 0 0
Multisector 5 58 0 0
Note: Rated commitments vary in columns 3 to 5.
Source: OIS/MIS, OED Database, Financial Database.
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Appendix Table 6: Kenya: Institutional Quality Rating (1995)
Value Reference Rating

Corruption in govt. 3 3.1 B
Rule of Law 4 3.6 B
Repudiation of contracts 7 6.5 B
Expropriation risk 9 8.2 B
Bureaucratic quality 4 2.8 A
Rating: A= High outlier, B=Medium, C=Low outlier
Source: ICRG.

Appendix Table 7: Kenya: Status of Bank Group Operations - IBRD Loans and IDA Credits in the
Operations Portfolio

Original Amount is
US$ millions

Last ARPP
Supervision Ratinga

FY Project IDA Undisbursed Devt. Obj. Imp. Prog.

No. of closed loans/credits: 126

Active Loans
1990 Population IV 35.00 25.34 U U
1990 Coffee II 46.80 5.88 S S
1990 Third Nairobi Water Supply 64.80 11.37 S U
1991 Agric. Nat’l. Extension II 24.90 11.71 S U
1991 Forest Development 19.90 3.72 S S
1992 Wildlife Services 60.50 13.34 S HS
1992 Mombasa Water II Eng. 43.20 8.71 S S
1992 Health Rehabilitation 31.00 16.73 S U
1992 Universities 55.00 33.32 U U
1993 Agric. Sector Mgmt. I 19.40 7.69 S S
1993 Parastatal Reform TA 23.32 10.50 S S
1994 Micro & Small Enter. 21.83 19.12 U U
1995 Sexually Transmitted Inter. 40.00 29.83 S S
1995 Inst. Development 25.35 18.09 U U
1996 SAC I 90.00 42.29 S U
1996 Nairobi Mombosa Road 50.00 45.57 S U
1996 Urban Transport 115.00 102.54 S S
1996 Arid Lands 22.00 18.38 S S
1997 Energy Sector Reform 125.00 118.52
1997 NARP II 39.70 34.90 S S
1997 Lake Victoria Env. 12.80 11.93 HS S
1997 SAC I 26.60 25.32 S U
1997 Early Childhood Devt. 27.80 26.41 S S

Total 1,019.90 641.21

a. Following the FY94 Annual Review of Portfolio Performance (ARPP), a letter-based system was
introduced (HS = highly satisfactory; S = satisfactory; U = unsatisfactory; U = unsatisfactory; HU = highly
unsatisfactory).
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Appendix Table 8: Supervision Intensity (SWs Per Project)
FY88 FY89 FY90 FY91 FY92 FY93 FY94 FY95 FY96 FY97 FY88-97

IBRD/IDA 12.9 11.4 12.9 13.6 15.9 17.9 19.8 19.1 20.9 22.1 16.7

Africa Region 13.0 11.7 14.2 15.0 17.5 19.5 20.2 18.9 22.6 22.7 17.5

Ghana 16.3 11.8 14.7 13.2 16.3 16.7 21.1 15.4 20.0 22.2 16.8

Kenya 17.4 15.6 15.1 15.3 18.7 19.1 23.3 18.2 33.5 32.9 20.9

Malawi 8.9 8.2 13.7 13.5 16.7 17.6 27.5 21.1 23.8 40.8 19.2

Tanzania 15.0 12.8 14.2 18.2 18.5 24.9 21.4 24.5 28.1 25.0 20.3

Uganda 12.9 9.6 17.7 16.5 17.0 16.2 16.3 19.9 27.1 25.2 17.8

Zambia 7.1 3.2 5.7 4.4 21.6 18.5 16.0 17.4 28.0 19.8 14.2

Source: PBD.

Appendix Table 9: Kenya: Sectoral Distribution of Ongoing Commitments and Projects at
Risk (as of November 1997)

Sector
Commitments

(millions of US$ )
No. of

Projects
Agriculture 25 1
Education/Population, Health & Nutrition 143 4
Industry/Finance
Transport 50 1
Water Supply & Sanitation 108 2
Urban Development
Power/Energy/Oil& Gas/Telecoms
Public Sector Management 25 1
Multisector 153 1
Total 504 10

Source: OPR.
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Appendix Table 10: Kenya: Project and Task Manager Turnover (from end-1994)
Project end-1994 end-1995 end-1996 current

Agriculture
Coffee II a a a a
Forestry Dev a a a b
NEP II a a a b
ASMP II a a a a
NARP II a b b b

Private/Public sector &
finance
Parastatal Reform a a b b
Micro & Small Enterprise a b b c
Institutional Dev. a a b b

Human Capital Dev
Fourth Population a b b c d
Universities Investment a a a a
Health Rehabilitation a b b c d
STI a b b c d
Early Childhood Dev a a b b

Infrastructure
Third Nairobi Water a a b c
Second Mombasa Water a a b c
Urban Transport a a a a
Nairobi-Mombasa Road a a a a
Energy sector a a a a

Environment
Protected areas a a a a
Lake Victoria Environ. a b b b

Adjustment
SAC a a b
Note: a=no change; b=new task manager; c=another new task manager; d=yet another
new task manager

Appendix Table 11: Formal Economic and Sector Reports (SWs per Report)
FY88 FY89 FY90 FY91 FY92 FY93 FY94 FY95 FY96 FY97 Average

IBRD/IDA 58.4 55.2 61.5 56.5 52.3 61.6 75.3 66.7 63.3 71.7 62.2
Africa Region 55.7 45.6 71.6 46.3 42.1 50.6 57.2 56.1 63.7 67.2 55.6

Ghana 89.5 31.2 81.7 54.7 49.7 82.1 12.7 141.9 --- 10.1 61.5

Kenya 72.2 56.8 72.2 41.0 73.7 88.4 210.5 --- --- 81.8 87.1

Malawi 24.7 41.4 52.6 55.3 65.9 55.7 2.8 52.3 8.2 112.7 47.2

Tanzania 35.6 17.3 --- 64.3 93.7 --- 75.2 93.9 77.1 40.6 62.2

Uganda --- 40.6 --- 83.9 71.8 55.4 44.0 48.5 7.5 4.8 44.6

Zambia --- 46.5 --- 41.1 85.2 24.3 31.4 48.2 110.3 --- 55.3

Source: PBD.
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Appendix Table 12: Average Completion Cost Per Project (SYs)
FY88 FY89 FY90 FY91 FY92 FY93 FY94 FY95 FY96 FY97 Average

FY88-97
IBRD/IDA 2.1 2.1 2.2 2.5 2.3 2.2 2.5 2.3 2.3 1.9 2.3
Africa Region 2.1 1.9 2.2 2.5 2.1 1.9 1.9 2.4 2.5 2.0 2.2

Ghana 2.2 2.2 2.3 1.8 2.2 1.8 2.0 2.2 2.5 1.6 2.1

Kenya 3.6 2.2 1.4 3.5 2.5 1.3 3.3 1.6 2.8 3.5 2.6

Malawi 1.7 1.8 2.4 2.3 2.6 3.4 2.1 2.1 2.1 4.5 2.5

Tanzania 3.2 2.1 2.3 2.3 2.3 1.9 1.4 1.4 3.4 1.8 2.2

Uganda 1.0 0.9 2.3 2.4 1.9 2.3 2.8 1.6 2.3 1.1 1.9

Zambia - - - 2.2 1.6 1.9 1.2 3.4 1.9 2.0 1.4

Note: Costs include from pre-appraisal to board approval and do not include supervision costs and project review costs.
Source: PBD.

Appendix Table 13: Total Staffyears
FY88 FY89 FY90 FY91 FY92 FY93 FY94 FY95 FY96 FY97 Total SYs

Africa Region* 780.5 819.6 932.5 847.1 900.0 914.3 904.2 849.0 873.7 849.0 8669.8
Ghana 30.6 34.0 35.6 28.1 33.8 31.5 45.1 34.8 35.2 33.7 342.5
Kenya 29.5 30.5 29.9 30.3 29.2 28.8 33.1 28.3 33.2 32.0 304.7
Malawi 17.0 19.3 22.0 18.1 18.8 23.1 24.5 27.3 26.3 22.6 219.0
Tanzania 28.4 24.6 35.5 27.5 25.6 32.6 28.8 30.3 32.6 28.1 294.0
Uganda 18.6 18.0 27.6 26.5 28.0 26.5 28.4 31.7 31.4 27.7 264.3
Zambia 13.5 6.1 11.4 16.2 17.3 18.9 23.7 24.8 21.7 20.7 174.3

* Region's total staffyears include those which were not directly related to country programs.
Source: PBD.

Appendix Table 14: Total Number of Projects
FY88 FY89 FY90 FY91 FY92 FY93 FY94 FY95 FY96 FY97 Total

No. of
Proj.

Total IBRD/IDA 217 225 222 229 222 245 228 242 256 241 2327
Africa Region 80 81 86 77 77 75 60 58 53 49 696

Ghana 6 6 4 7 5 7 3 6 5 2 51
Kenya 3 3 5 4 5 3 1 2 4 4 34
Malawi 3 3 3 3 3 2 1 2 3 1 24
Tanzania 1 4 5 2 4 4 2 1 2 4 29
Uganda 4 5 3 4 3 5 5 2 3 2 36
Zambia 0 0 0 3 2 4 3 4 2 3 21

Source: PBD.
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Annex

Input was sought and received from many of the following:

Office of the Executive Director
-Africa
-Japan
-Netherlands
-Nordic countries
-U.K.
-USA

IMF
-Desk officer
-Former resident representative

The Region
-Country team (Headquarters and Nairobi) -Former country economist
-Former Resident Representative -Former Deputy Resident Representative
-Former manager of AFTM2 -Office of the Chief Economist
-AFTI

OED
-R. Vandendries -J. Datta-Mitra -M. Gautam -G. Zanini
-L. Goreux -J. Johnson -A. Evans -C. Gibbs
-J. Gwyer -C. Reyes -C. Fumo -J. Anderson
-L. Dove -J. Murphy -R. Buckley

Others
A. Marshall---African Affairs, GCA
G. Negatu---FAVDO
C. Jebuni---Centre for Policy Analysis, Accra, Ghana
J. Loup---Director Développement des Investigations sur l’Ajustement a long terme, Paris,
France
J. Barker---Institute for Peace
J. Pendergast---Center for Concern
G. Schwartz---USAID
Per Karlsson---SIDA
Ong’wen Oduor---Econews Africa
S. Appleton---Centre for the Study of African Economies, Oxford
Poul Engberg-Pederson---Director, Center for Development Research, Denmark
F. Mwega---Associate Professor in Economics at University of Nairobi, member AERC
H. White---Institute of Social Studies, Hague, Netherlands
David Gordon---ODC

Findings of missions to 10 African and 10 donor countries in the Context of the Special Program
of Assistance to Africa, managed by OED, were incorporated in this note.


