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Chapter 6

The Functions of R.ILD.C. and Analysis of iis Operation

Project Selection and Financing
Geographical Restraints on Project Selection and Financing
In the four R.1.D.C.’s established experimentally, the R.1.D.C. manager and advisers

from the supporting country selected and evaluated their projects.

Taking the Nyeri R.LD.C. as an example of the range of their activities, 70% of the
persons registered as financing recipients are operating within a radius of 30 km,

as shown in Table 6-1. Although a good number of craft industries are scattered
throughout Muranga, Kiambu, and Nyahururu, the fact that the selection of projects
and financing them cannot be applied throughout Central Province indicates that

a radius of 30 km is the range in which the R.1.D.C. can provide satisfactory service.
At greater distances, transportation expenses become large, the costs for one
R.LD.C. increase, and efficiency falls off.

It can thus be expected that establishing new satellite R.I.D.Css in Nyahururu,

Muranga, and Nanyuki will permit more precise service and make the selection of
the project more suitable to the conditions present in the region concerned.

Table 6-1 Distance to Recipients of R.ED.C. Financing

0 10km 11 Thunsoma, Kiganjo, and
i1- 20 11 Nyeri regions.

21 — 30 5 Including Karatina.
31— 40 0

41 — 50

51 —- 60 1 vuki

61— 70 D Nanyuld

71— 80 - 1

81— 90 0

a1 - 100 0
101 — 200 3
201 or more 4 Kiambu

- (Source) Operaling records of Nyeri R1.D.C.

Guidelines for Profect Evaluation
Regarding the selection and evaluation of the pmjects the DANIDA report pomts oul
that there must be a distinction belween the following two matlers:
1) Pro;ects already existing in the region which are highly economical and con-
tribute to the elevation of the level of the region’s industry. ‘
2) Projects which spread new technology in new types of industry.

Particutarly in regard to the R.[.D.C., the report suggests that it shou!d be fostered

with the emphasis on the former of these two points. (A Report of ithe Consul-
tants to DANIDA; Dr. Inukai, Prof, Okelo.} This is related not only to the policies
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. for selection of industrial projects for the estates but to every R.LD.C. activily

in the Nyéii regton, but basically, emphasis in the evaluation should not be placed
only on the economic evaluation of loan repayment performance, either short-

term or fong-term, using such éval_uation for decisions of what kind of project

should or should not be chosen, nor should policies be instituted fos introduction

of new industries for whlch there is no industrial foundation or for the spread of
high-level technology alone. Instead, thought should be given to the social bencfils
of spreading new technelogy in already existing craft industries and to policies

which witl permit ﬁnancmg of the mtroductmn of such néw and effective technology.

T he existing craf t industries have the_ir own specific needs for the introduction of
new technology, and it is necessary to set up financing authorization standards
which will support such needs.

The next point concerns the procedures for approvat of R.LD.C.s which should be
catried out in Nyeri region. In the past, the R.1.D.C. manager and the fechnical
adviser have simply evaluated the projects, with those fequiting no more than .
50,000 ksh in financing being decided by the Nyeri Project Financing Approval
Commiftee and thosc ¢xceeding théit_ amount being subject to the approval of the
Financing Committee of the K.LE. Board of Directors. In the future, however, it
will be imporiant for each R.I.D.C. to be carried on centered on the Nyert industrial
~ estate, with approval and authorization hopefully being conducted as shown in Fig.
6:1. In other words, instead of commg out strongly with policies for the financing
of new, highly ecoriomical projects in addition to the lypcs of industry already
existing in the industrial estates, the R.1.D.C. should, it is proposed, approve the
financing of introduction of new technology for exlslmg industries, taking into
account the benefit to society and the ripple effects. Based on {his proposal, proj-
ccts below a given sum (at present 50 ,000 ksh) should be selected and evaluated

by the R.1.D.C. and should be authorized independently by the loan committee for
cach district. . The R.1.D.C. would provide the financing and presmt an accounting
report to the tcgional manager of the Nyeri industrial estate every quaiter. In ordes
to expand the range of the craft industries covered by R.1.D.C.s or diversify {he
present praduct mix, even if only on a small scale, projects of such a seale should be
carried oul experimentally, centered around the vanous lndmdual RILDCs

Next, as shown in Fig. 6-2, project financing for prmccts whnch are of somewha(
greater scale and can be called small factories should be evaluated by the R.i.D.C.
‘manager and the technical adviscss together with the economics of the Nyeri industrial
estate, with the resultant comments presented to the provmcna! loan comimittee. Such
' projects would consist of existing craft industries in the transitional stage of beoommg
small factories, and the R.1.D.C. would perform after-financing service; in addition,
problems in the transition from operations as a household-industry fo operations as
a craft industry would be fed back to the R.I.D.C,, and in this sense, the R1.D.C.
should participate actively in selection.
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Fig. 62 Projects for which R.I1D.C, and Nyeri Industsial Estate Conduct Seléction and Evaluation Together (Case I1)
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Fig. 6-3 Large Scale Projects to which RI.D.C. Does Not Contribute (Case III)
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TFable 6-2 Status of R.1LD.C. Financing
(June 30, 1976)
Cases Amt. Approved (ksh) " Amt. Financed (ksh) B/A
A . B
Embu 13 2,743,130.00 1,625,929.05
(RIDC)| (avg) (211.010) (125,071) 59%
Nyeri 29 885,942.10 82412695
(RIDC)| (avg) ( 30,550) ( 29,039) ‘ 3%
Machakos 18 310,545.55 289,085.75 .
(RIDC) | (avp) { 17,253) ( 16,060) ) 3%

Source: K.IB.recordsas of June 30, 1976.
Note: Total number of cases eounted from 1972,
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Finally, as a supplementasy note, Iif the scale becomes considerable, as shown in Fig.
6-3, the cvatuation of projects that seem likely to have even a small effect on the
economy should be left to the Nyeri industrial estate staff even when the projects’
are within the areas covered by the R.1.LD.C.s. Furthermote, the approval should be
made by the K.LLE. and the financing also provided directly by the K.LE. In such
case, it would be possible for such projects to enter the free design arca of the Nyeri
industrial estate, and it would be ideal if future projects for which the selection is
conducted by the R.LD.Cs were designed to provide producers goods to the large
pro_lec(s

hnancmg Acnvmes of rhe R I D. C
Next, let us turn to the scale of activities of pm}ects for poteutlal ﬁnancmg by the
R.LD.C. Ascan be seen from Table 6-2, records of past activities indicate that the

* total financing on the average for Nyeri, Embil and Machakos is from 20,000 to
- 30,000 ksh, and the scale of ﬁnancing for mdmdua! projecis is oomparably small.

Accordmg to Nyen R.L D C. matcnals for March 19?7 howe\ er, ﬁnancmg of
40,000-50,000 ksh account for approximately one-half (sce Table 6-3). In addition,
financing for the maximum amount of 50,000 ksh conies in 10 cases, 25% of the
whole. These cases represent coltage industries, but there have been complaints that

“because of the limit on financing, there are restrictions on equipment and facilities

investment and it is impossible to carry out operations with sufficient efficiency.
Inflation can also be thought to have had its effects, so that it appears essential to

raise the upper limit of financing by 20-40%. At the same time, it also seems necessary

to adjust the maximum amount of financing foy those cascs where the Nyeri indus-
trial estate and the R.1.D.C. together conduct selection and evaluation (Case 11). In
shost, it will also be beneficial in fostering the mdus!ry of the province as a whole for
the Nyeri mdusinal ¢sfate to give a strong indepcndence and to give respons:bihty
for selection and evaluation. -

Table 6-3 Statusof Nyen R.I1D.C. Fmancmg, 59721976

(Total Cases)
0-10000ksh - - 2 cases
--20,000 4
30,000 il
—40,000 - : B
-50 000 . ¥

Loan (omnuttees and Theur Membershrp
llnally, let us deal with the loan commitiee of the R.LD.C. At already mentioned,

‘ pro;ects that have bcen given an cconomlc evaluatlon af cach of thc RALDCs

are at present n,fcrred to a loan comrm{tee of ihc local govemment for the area (at
the province level), where the project must receive approval. The follovwng is a list
of the members making up the loan committee for Nyeri Province.

. (1) Provincial planning officer (economic planner)

(2) Provmmal trade officer
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(3) Provincial LC.D.C.

(4) Provincial physical ptanning officer
(5) ‘Town clerk :

(6) R.1D.C. manager

{1 K.LE.staff

The main purposés of the conmittee are as follows: :

(1) To prevent intercession of political pressure regarding the financing of specific
projects. _ '

(2) To prevent collusion between the operator (loan applicant) and the R.1L.D.C.

(3) To apply to the LC.D.C. oi a bank for the toan and clarify the process or its
rejection. : E : '

It can be thought that such a committee will continue to be necessary in the future

for approving R.LD.C. loans for projects in Central Province, but thought must be

given to local characteristics in selecting the composition of the committee. The
following, for example, might be considered.

Comniittee Composition : .

(When the specific R.LD.C. is centered on the Nyeri industrial estate)

(1) Provincial planning officer (P.P.0.), or Deputy planning officer (D.P.O.)
(2) Distcict trade officer s

(3) Regional manager of the Nyéri industrial estate (LE.)

(4) R.LD.C. chief advisor or R1.D.C. manages

(5} Town elerk {or municipal council) -

(6) District development officer

This arrangement shifts the loan commiittee from the provincial fevel to the district
level and brings participation by the regional manages of the Nyeri industrial estate
in place of the K.LE. sfaff. However, in the case of somewhat large projects for
which the sefection and ecaluation are conducted centered on the Nyeri industrial
estate {in other words, Case 111), procedutes would be as in the past, with approval
being given by the loan committee on the Central Province level.

Projects for Financing and Estintated Amount of Financing

Toltowing the establishment of each R.1.D.C,, detailed financing plans shoutd be

drawn up by the technical advisors and the R.I.D.C. manager, and at present, the
Nyeri R.1.D.C. does have the outlines of projects which should be selected by each
of the local R.1.D.C. (Nyahururu, Muranga, Nanyuki, and Nyeri). Since, however,
these projects have not yet been given concrete evaluation, it is dangerous to decide
such latent R.ID.C. financing projects at this tiie and calculate the aniounts lo be
invested at a later point. ' R '

However, judging from the experi'e.n(:es of the four R.I.D.Cs é!reaﬂy established,
the average amount invested in individual projects handled in Central Province (an
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amount which it must be remembered represents the investment by the R1D.C. in
the financing institution) has been around 30,000 ksh. Assuming that the projects
approved for futuse R.1.D.C. loans are the 23 projects given as an exaniple in

Table 6-5, the amount of thé loans would be approximately 6 miltion ksh. Even
judging from the past record of the Nyeri R.I.D.C., it can be assumed that the -
various R.LD.C.s of Central Province would likely finance projects with the scale
and aumbess illustrated by Table 6-4. For Nanyuki, however, since the performance
around Nanyuki suggests that the number of potential projects for financing would
not approach the numbers for Nyeri and Embu, the estimated values are also low.

Tabk 64 Estimated Inyestments by R1.D.C.

Muranga 30 projects  x 30,000ksh= 900,000ksh
Nyahuruo 30 projects x 30,000ksh= 900,000ksh
Nanyuki 15 projects  x 40,000ksh= 600,000ksh "
Nyeri - : 40 projects % 30,000ksh = - 1,200,000ksh
.TOTAL . : 3,600,000ksh

Table 6-5 Projects Approved by Embu R.1LD.C. (as of February 1977)

o Project Location
1. SawMill Embu Township
2. Salt Grinding Meru Township
3. Bakery Project Embu Township
4. Auto Garage Kivanguz-Embu
5.  DiyCleaner and Laundry Chuka-Meru
6. Fruit Canning Embu Township
7. ' Honey Refiriery Embu Township
8. SawMill Ngaya Forest-Meru
9. Leather Products Embu Township
- 40. . -Tubular Steel Furniture . Kianyaga-Kirinyaga
11.  Cotton Spining Meru Township
12.  Concréte Blocks Isiolo Township
13.  Wood Workshop Embu Township
14.  Tailoring and Dressmaking Embu Township
15.  Block Board Products " S8agan Township
16.  Metal Workshop Mesu Township
17.  Metal Workshop Ena-Bmbu
18.  Welding Workshop Embu Township .
19.  Panel Beating Embu Township
20.  Metal Workshop Mesu Township
21.  Wood Workshop Mekinduri-Méru
22, Conerete Blocks Chuka-Meru
23, Knitwear Meru Township

(Source) Embu RED.C. matersials.
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6-2 - On-the-Job Training in Workshops and Extension Service Related to Repairs

6-2-1 On the-Job Training
At the time of the estabhshment ofthe R.LD.C.s, DANIDA proposcd the following
to promote technological guidance and the spread of technology.

Instruction in the use of tools and machmcry that can be used in coltage industries.
Even if guidance is provided in machinery with a high leve! of technology, it will not be possible
to reflect such instruction in cottage industries, and frustration ¢an also result from not being
able to purchase the machinery whose usc has been learned. For such reasons, technical guidance
provided in the R.E.D.C. common workshop should have the aim of permitting a better product
mix of the individual producis currently being produced.

The R1.D.C. workshops were begun based on this basi¢ policy, and these workshops
were provided with three divisions, one offering the necessary tools, one for wood working, and
one for sheet metat working. Policies were then set up for offering technical guidance, practice,
and production and sales promotion suited to specific needs. In Nyeri, however, pait of the work-
shop was renfed to nearby operators of cottage industries, so that it has been used in ways apart
feom the above aims,

As is clear from fooking at specific use conditions for individual machines, there is a
division between those that receive a lot of use and those that are used almost not at atl. For
example, machinés recewmg less than ten hours of use a year include the bench drilt, bench
grinder, and power saw for the wood workshop:, the sheet metal folder and the power bending
roller in the sheet metal workshop: and the band saw blade sharpener in the repair shop. In
contrast, there is relatively great use of the universal wood working machine, the electric welding
machine, the universal center lathe, and the like. '

_ Table 66 (1) Use of Machinery at Nyeri R.1.D.C. Use of Machihe'ry in Wood Workshop June 1975-July 1976

Type of maéhine His. of use l Use cost (ksh)
Universal wood working ' 2143 : 929.50
Band saw - 721/4 72.25
Lathe for woodwoxkxng 361/2 36.50
Belt sander 421f2 _ 42.15
8ench drill 3344 375
Bench grinder . 34 040
Power saw _ 5 ' 500

TOTAL 37375 },690.15
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Tab‘e 66 (2) Use of Machmety in Sheet Metal Workshop -

Use cost (ksh)

Type of machine Hrs. oi use
Etzeteic welding machine 33812 757.00
Pedat guillotine . 21 3500
Universal bendes 25 2500
Sheet metat folder 6 18.00
Powee bending coller 26 1800
Welding machine 31/4 14.25
Gas welding machine 201/2 108,00
Die : 2034 §24.50
TOTAL 461 1,159.75
Use of Machinery in Repair Shop
Usiversal centre lathe M2 460.75
Pillar drilling machine §91/4 89.25
Band saw butyl welder 20 58.50
Power hacksaw- 17812 183.25
Tool post grindec 5914 295.25
Band saw blade sharpener 2 6.00
Lathe 2 3/4 21.00
TOTAL 426,25 1,114.00
GRAND TOTAL USE COST 3,342.90 ksh

Table 67 Geographic Distribution of Persons Registered with Nyeri R.1.D.C.

Nyeri 50
Klrmyaga : 5
Nyandarua (mcludmg Ny ahururu) 5
Muranga 8
Laikipia (including Nanyuki) |
Kiambu (including Fika) = . 6

TOTAL 75

Source: R.AD.C. registration fist

Fables 6-6 and 6-7 indicate the houss of use, the days of use, and distance distribution
for registrants with the Nyeri R.I.D.C. When the operators of the craft industrics concerned are
listed up as R.1D.C. registrants, it can be seen, as shown in Tablc 6-7, that over 65% are operating
in the Nyeri district. In particular, almost all of the registrants using the w01kshop are from within
the Nyeri district. :

cht as shown in Tab[e 6-8, there wen, sevcn rcg;strants using the facilitics for 60
hours or mose, and these persons togcther represent 83. 5% of the total use time.- In other words,
a mere seven persons account for 83. 5% of the use of the common workshop and repair shop, an
undesirably low tevel i in terms of the spread of technology. The reason is not that the unused
machinery is dif ficull to opcrate or that it reqmres spcc:al technology lnstead the foilow:ng
reasons can be cons:dered :mportant (l) Snmply that the jobs or {ypes of industry requiring such
machinery are not present near the R1.D.C. among the RIDC. registrants, (2) The RLD.C. it-
self does not have the policies to foster the concemed types of new industry, so that it cannot
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create the need for the use of such machinery, and (3) Instead of creating such needs, the R.1.D.C.
is renting part of the common workshop to operators without such workshops as a simple means
of gathering workshop use fees.

Fable 6-8 Use of Machinery in Common Workshop and Reépair Shop of R.LD.C.

Hrs. of use No. of users - Tota} use time %
0-10 6 27 21
1120 5 73.25 - 56
2130 3 71.25 6.1
31-40 | 32.50 2.5
4150 0
51-60 0 )
66.5 1 66.50 52
7 1 I ¥i 6.0
101.25 f 101.25 8.0
169 i 169 13.3
292,50 1 292.50 229
358 1 358 281
TOTAL 22 1,274.75 100.0

Source: Fob cards for 1975-1976.

The resolution of the above three problems isin part related to the distance over
which the R.1.D.C. can prowde service, but it is essential to have a firm grasp of what kind of
machinery can serve what degree of needs within a radius of 30-40 km.

In other words, in establishing future R.1LD.C.s, the status of nearby industsy and
_the needs for the R.1.D.C. workshop should be investigated in advance and a more detailed

program for the spread of technology in the cottage industries should be prepared so that
machinery and facilities with high use value can be provided. As part of this process, it is
necessary to study what level of technology should be introduced and spread. Ideally, policies
for the spread of technology should be arranged so that over a year at least 20 to 30 persons
would use the workshop and repair shop machinery an average of around 180 hours, and such
matters must be taken into account in the program.

Regardmg Nanyuki, it can be judged that it has a!ready passed the stage at which the
industrial structure should center on cottage industry to reach the stage where there is a low
degree of need for the spread of technology ofiented toward the craft industries through the
R.LLD.C. workshop. The total number of manufacturing operators involved is only $3,and ina
district where there is the potential for the promotion of activities relating to large-scale industry,
it is best to think that there is no need to establish an R.I.D.C. workshop. To the contrary, it
would seem more desirable {6 take a long-term view (that is, considering the possibility of estab-
lishing a Nanyukl industrial estate), build a structure for repair shop use which could als¢ become
management offices and a techinical service center as well, prov:dmg it with repair machmery
appropriate to the existing neéds: at the same time, it would also bé desirable to éxperimentally
erect an L.P.A -{ype shed and, when large-scale factorics are established, to infroduce the types of
industries that can supply cap:tal goods to such farge—scale factoncs
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Finally, regarding Lhe cost of the machinery installed in the R.LD.C. common work-
shop and repair shop, it is impossible to make detailed calculations of cost because the machmery
maust be approp_nate fo the specific needs of the given area, but for reference, the cost of R.ID.C.
machinery purchased during 1972 was as follows. :

R I.D.C. Machinery Cost June-December 1977 _
Wood workshop 39,985

General repair shop 64,471
_ Sheet metal workshop . 75.894
" TOTAL - : o 180,350 (ksh)

In terms of the types of machmcry which are actually necessary, the following main
types may be considered a minimum, though some adjustments may be necessary.

Woad Workshop

Universal Woodworker

Band saw

- Lathe for woodworking

Belt sanider

Bench drili

Bench grinder

Power saw
Repair Shop : _
Universal center fathe
Pillar drilling machine
Band saw buff-welder
Power hack saw
Tool post grinder
Band saw blade sharpéner
Sheet Metal Workshop

Electric welding mauhme

Power bending roller

Sheet metal folder

Pedal guillotine

Universal bender

Gas welding machine

Die

622 Technologlcal Semce as Part of E.xtcm:on Service

' © As one of the RLD.C. services, ‘when machinery that the R.LD.C. has fnanced
breaks down, the R.L.D.C. provides repair service. The R.1.D.C. repair shop thus performs two
different functions: repair of machinery aiready owned by ruglslcud operators, and cepair of
machinery fmanced by the R.LD.C. -

In ealher case, thc Nycn R L.b.C. has in the past first conﬁrmed whether the bmkcn
machinery can be repaired in the registrant’s own repair shop (which naturally includes reg-
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istrants who theémselves operate repair shops), and only in casés where this is impossible are the
repairs conducted by R.ID.C. technicians at the R.LD.C. repair shop. If it is also impossible

to répair the machinery at the R.I.D.C. repair shop, it is taken to the Technical Service Center
(T.S.C.) in Nairobi for gepair. In the future, this policy of promoting the locat repair shops
should basically be followed, and the R.LLD.C, and the industrial estate’s T.S.C. should never be
in the position of competing with local repair shops. Whatever the event, they should always play
a supplementary rofe. '

Thus, oonside’ring the overall development of Central Province centered around the
Nyeri industrial estate, the fepair of machinery financed by the various R 1.D.C.s should be
carried out according to the following order of pnontles

Local repair shops

R.LD.C. repair shop and R.I.D.C. technicians

Nyeri industrial estate T.S.C.

6-2-3 Managerial Training and Circulating Guidance

‘ In general, industrial development in agricultural ateas tends to present larger
problems in managemeat matters than in techanical matters. In many cases, there are plenty of
persons skilled in providing fechnical instruction, but again in many cases there is no system
available that can provide managerial sense in carrying out an operatioﬁ.

The report from DANIDA also emphasized this point. It proposed that since the
R.1.D.C. staff designed to fulfill an instructive rote (one R.1.D.C. managet, one technical adyisor,
three technicians) is far from sufficient to provide satisfactory managerial guidance, the Manage-
ment and Advisory Training Center (M.A.T.C.) classrooms should be used to offes lcctur»s in
management

These M.A.T.C. lectures offer one and two week courses, the former being the re-
sponsibility of the district trade officer, the lattes the responsibility of the provincial trade
officer. The contents consist of (1) bookkeeping, (2) inanagement and sales promotion, {3)
control finance and credit facifities, and {4) a special course in import and export trade, held
in a location offering lodging facilitics and providing the operators of cottage industries or small
factories the knowledge they need for their operations.

In reality, such leciures were offered for two years after the establishment of the
Nyeri R.1.D.C., once or twice a year, bul they have not been held for almost two years. The
reason is that, fisst, there are no lodging facilities at the R.1.D.C., placing severe limits on the
number of persons who ¢an altend even a one-weck course of tectures; and second, that the
M.AT.C. simply offered the same lecture course once in each district and at the provmc:al level
so that the content of the lectures overlappcd

There is thus little meaning in the R.LD.C. hblding‘ the same type of course, and the

necessity of offering a new system that will sirenghen and promote managcmcnl remains a major
problem. There are two possible appmaches to this problem.

—178-



First, the M.A.T.C. could eariy out short-term courses on subjects not yet offered,
prowdmg such courses for the R.ED.C. registrants. Such courses could, for example include
methods of artangmg show dlsplays and prachcal strategles . .

SéCOnd, the MAAT.C,, the R.I.D.CA, and the industrial estate could strengthen the
functions which tHe them to the individual operators in their areas. For instance, it is important
for these organizations to maintain close communications and form a system whereby information
on the lectures offered could be spread throughout Central Province through the industrial estate
and the R.1.D.C. Such a system would make it possible to grasp the needs within the region,
approach M.A.T.C. to offer lectures sitited to such needs, and efficiently report the contents of
the M.A. T.C. lectures to the R.I.D.C. registrants, thus seekmg greater measures of guidance in

managerial prob!em

63 Funclmns Lacking in Exlslmg R I D C s - - .
In the past, the functions of the existing R.1.D.C.s have been seen as broadly divided

into the following categories: (1) grOu_ndwo:k and financing for projects; (2) circulating guidance
in technology and management; and (3) the spread of technology through on-the-job training.
" Here, let us consider the supplementary functions whlch permit these major functions to be per-

formed effectively.

{a) Promotion

Promotion has a varicty of meanings, such as the following:

(1) Animportant point in the devetopment of villages’ industry is that when items
are produced through the spread of technology, ther¢ must be promotion of
the products so that they bring greater profits. Going beyond simple managerial
guidance, this requires that there should be efforts in marketmg promotion and
also marketing techniques. :
With the establishment of an industrial eslate in Nyen there may be the pos-
sibility that the products being promoted by the R.I.D.C. can be used as pro-
ducess’ good for the estate. It is thus necessary to maintain communications
between each R.I.D.C. and the industrial estates’ economists or m:jtketing or
procurenient specialists.

(2} To raise the level of the managers, lectures are held through M.A. TC as described
above, but it is also important to gather such information and promote it for
the operators in the region.

(3) Inorder to encourage the spread of new technology among operators in the
vicinity, there should be publicity urging use of theé workshop and promotion
so that the people of the vicinity will make efficient use of the machmery
provided in the workshop. -

(b} Procurement _ C SR : :
Here, “procurement” refers to both the procurement of the machinery and the

procurement of raw materiats. Regarding the former, since the R.1.D.C, holdsa
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6-4

- morigage on the machinery it has financed, it conducts carefully considered advice.
Regarding the materials, howevet, it does not provnde advice. It has been suggested
by Nairobi Umversnty Working Paper No. 210 that in terms of lowering manufactur-
ing costs, consideration should be given to a syst_em that permits bulk purchases.

This shiould be furiher expanded, contact should be make with the procurement
officer of the Nyeri industrial estate, and the R.1.D.C. should be equipped to perform
the function of carrying out communications so that if the procurement ofin-
axpensive, hlgh -performance machinery and bulk purchases of materials by the estate
include items that can be utilised by the R.I.D.C. registrants, these can become

avaitable to the registrants.

Staffing and Operatlonal Cosls
‘The staff deemed necessary to operate the R.LD C.is basically the same as the stafl
deemed neccssary in the past for the Nyen R.LD.C.

In other words, it has been suggested from time to hme that the operating cosls of
the R.1.D.C. arc extremely high, but let us assume that it is necessary to maintain the staff working
at the Nyeri R.1.D.C. at the absolute minimuin (see Table 6-2). Particularly regarding Muranga and
Nyahururu, their operations can be expected to become quite active, and it would be difficult to
reduce this fevel of staff and cut down operating cosls.

Table 6.9 Nyeri Monthly Operating Costs Up to June 1977

(Unit: ksh)

Basic pay/fmo.* = Housing cost *

. RLDC. Manager 2,646 864
Technical Adviser - 1,800
General Mechanic 658 324
Sheet Metal Technician 658 324
Wood Work Technician 658 324
Center Cashier 1,051 576
Stores Clerk 392 288
Receptionist - 392 288
Office Messenges 277 288 -
Driver : 277 288
Driver 277 288
Unskifled Worker 271 - 288
Station Hand 217 288
Watchman L7 . 288
- Watchman ) 871 432
Copy Typist N7 288
TOTAL 9,265 1 7,236 -2
Other costs: Cars(2) 8,400
Office supplies & facilities 1,800 Totfal 15,000 3
Otheér operaling ¢osts - ¢ . . 4,800 : :

‘l976valuesplu520% 1.+ .2 ¢+ 3 = 31,501 ksh’

3
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However, for the time being the Nanyuki facility will continue to have one center
manager, one technical adviser, and one’géneral mechanic. The repair shop will be reinforced as
necessary, but since the RI.D.C. does not include a WOrkshop, it will bc desirable to have the
compos:t;on shown in Table 6- lO N

Table 6 10 ijected Monthly Operalmg Cqsts for Nanyuk; R.IDC.

x

W (Unit: ksh) -
L : Basic Salasry Housing Costs
 Center manager _ ‘ . . 864 - 2,646
_Shorthand typist . 432 ' 87
Bookkeeper 576 1,051
Clerical officer T -.288 : 392
Store ¢lerk L 288 - 500
Driver N _ : 288 _ S 392
Telephone receptionist ' 288 : 1814
Mechanical engineer : 684 - 658
General mechanic 324 : 349
Unskilled worker . 288 _ 277
Station hand ~ 388 277
Watchman & messanger 288 M
7 _ o 4 596 | 9,504 2

Figures are based on 1976 plus 20%. 1 + 2 = 14,400 ksh

Automobile (one) 4,200

Office supplies and l'aﬂht:es 1,800 .

Other opérating costs - 4300

Adviser housing allowance 1,800

' 12,600 3

112 +3= 21,oooksh

In the l'uture by placing the Nyen R D L. a!ong with the industrial estate, under
the management of the manager of the regional office, it can be thought that the expenses for
the manager, bookkeeper, shorthand typist, etc., would be inctuded in a systein whereby the
industrial estate would beconie responsible for such expenses, so that it would be necessary to

.include only the expenses for the following persons: .
- Basic Salaty - Housing Costs

General mechanic - 658 324
Woodwork technician 658 324
Sheet metal technician 658 324
Diiver co Co 277 . 288
Watchman. : 2717 288

2,527 1 S 1,548 2

"1 +2 = 4,075 kshfnonth
Other 0pemlmg costs: none

The operatmg budgets for the four R.LD.C.s in Nyeri, Nyahumm, Nanyuki, and
Muranga can thus be expected to be the following per month.
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Nyesi : 4,075 ksh

Nyahurury - . 31,501
Muranga 31,501
Nanyuki’ 26,723
TOTAL 93,800 ksh

{(Annual oullay is 93,800 x ¥2 = 1,125,600)
In the case of the technical adviser, in the past the technical advisers have been
assigned to each R.LD.C, from Denmark on a grant basrs, with the advisor providing tech-
nical advice for the promotron of the industry in each region. This function will continue to be
extremely lmporlant in the future, and it is essential in tenns of spreading the sponsormg country’s
technology, so that the stationing of such technical advisors should be continued in the future.

At the same time, however, if the expenses for the technical adviser are included in
the operating expenses, the R.1.D.C. cosis increasé greatly. In other words,_ when the expenses
for the advisor, including the absence fee for the period he is out of his home country, are cal-
culated, they amount to about 500,000 ksh pér person per year, making the R.1LD.C.’s operating
costs impractically high. In the above calculations, these expenses have thus not been included
in the costs, and we suggest that these expenses be ensured within the range of the techuical
assistance from the supporting country. '

6-5 Suggesiions regarding Establishment of R.1.D.C. and ls Management

6-5-1 Physical Set-up

(1) New R.I.D.C.s established in Nyahururu and Muranga shou!d cargy forth the functions
performed by the present Nyeri R..D.C.

(2) The Nanyuki R.1.D.C. will have no workshop, and it will place the emphasis on the
project financing function rather than on spread of craft industry technology; the aim
should rather be the fostering of small factories. As the fizst step, it would be good
for a small factory shed of the LP.A. type to be established experimentally to provide
a basis for continuation of this function as an industrial estate,

(3} In Kasating, establish an I.P.A_ and conduct its management through the Nyeri
regional office or Nyeri R.LD.C.

(4) The present functions of the R.I.D.C. in Nyen should be continuved, but the manage-
ment should be conducted through the Nyeri regional of. fice. For this reasons, the
regional office should use the present R.LD.C. offices.

6-5-2 Organization

(1) There should be an organization of the R.1.D.C.s which will promote the industsial
development of Central Province as a wholé, centering on the core provided by the
Nyeri industrial estate. .
‘Each of the R.1.D.C.s should be oontrolled by the regional office of the Nyeri indus-
trial estate, and each R.LD.C. manager should submit a status report to the regional

- manager ¢ach quarter.

(2) The existing R.L.D.C. at Nyerr should come under the drrect con!rol of the regional

manager.
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@)
: relahonshlp w;lh the T. S C.of the Nyen mdustnal estate

6-5-3

The accounting function of éach R.LD.C. should be careied out in conjunctlon with
the accountant of the régional office.:

The accountant of cach R.1D.C. should repott to the senior accountant of the
regional office every quarter in the report of settleriient of accounts regarding the
status of R.I.D.C. financing and future estimates as well as the status of general
operatmg expenses.

The functions of the répait shops of ¢ach R.LD.C. should be carried in an orgamc

Stafi :
Bas:cally,each R.1.D.C. should rnaintain the staff of about 18 persons that has been

in actual use in the Nyeri R1.D.C. However, in thc case of Nanyukl there is no néed for a
technical staff since, for the tlmc being, it will not be provided with a “orkfshop

6-5-4
a.
.
2.
3.
4.
b,
.
2.
3.
[
1.
2.

Funchons of R t.Dn.C

Project Selection, E l'afuanon, and Ifmancmg
The R.1.D.C. should finance projects consisting of cottage industries, and the amount

atthorized for maximum ﬁnancmg should be 60,000 ksh at each R.LD.C. (district
level).

 The emphas:s should not bé’ placed merely on evaluatton of purely econonic répay-

ment in the short or tong term. Consideration shoutd also be given to social benefit,
and financing limits should be set with such matters in mind.

The R.LLD.C. financing in the cnd takes as its subject the promotion of cottage indus-
try, but the cvaluation of financing of small factorics outside the Nyeri area for which
the scale of financing would be relatively large should be conducted in conjection

with ihe staff of the Nyen industrial estate. HOWCH‘I‘ the fnanc:ng itself would be
conducted by the Nyeri mduslnal estate itself.

Loan conimittees to approve the projects to be financed by cach R.LD.C. should be
established at the district level, and they should be composed of the staff of the
Nyeri industrial estate and the R.L D.C. manager with the addition of members from
that d:stnct )

On-the- Job 7 mt’m’ug

Policies should be' formulatcd and carried out to prowde ms{mchon only in such
technology as can be spread in cotlage mdustry

Strategies and programs should be prepared for lhe spread of téchnology so that the
workshop can be put to effective use.

The types of machme:y to be installed in’ the workshop should be decided only
after repeated detailed investigation of the local needs.

Extension Service: Techiical Setvice, Managerial Service o

The RID.C. should not offer training courses that are offered by the MLAT.C.
However, information on weck long courses of fered by othcr training centers (at
the district level} should be supphed to the R.I D.C. reglstrants Through such means,

“duplication of M.A T C. ¢courses and RAD.C. managenal training should be avoided.

The technical scrvices (mc[udmg repanr service, etc.) for machmery financed by
RI.D.C. and the managcnal semce should be sub_;ects of a program actively carried
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6-5-5

out as patt of the R.I. D.C. promot:onal activities. -

_ The procurement and marketing functions should be assrgned to each R.ILD.C., and

consideration should be given to linking these functions to the same functions

- carried out by the Nyeri industrial estate.

'_ Summ ary

This survey of the estabhshment of Rl D C.s placed the emphasis on evaluation of

the functrons of each R.ED.C. and calculated the costs of operatron and activities (inctuding
workshop machmcry) However, in order to have each of the R1.D.Cs perform its functions

of financing and the spread of technology effectively, it is necessary to make detailed studies of
selection of the projécts for financing the local needs for the spread of technology. Study should
be again carried out in particular regardmg the following matters:

1.

2.
3.

66

Determination of the projects for financing by each RID.C. {cartying out of FIS

preparation of financing schedute).
Determination of the types of machinery to be installed in the workshop.

Preparation of specific proposals for technology diffusion programs and manage-

" ment trainiog.

Preparatron of specsﬁc measures regardmg functions lacking in the existing R 1DCs
(promotton procurement, markelmg, etc).

Clarification of the number of technicians to be dispatched to each R.1.D.C. and the
functions of each.

Qutline of R.1.D.C. and LP.A.

Karar!na IPA,

a. Location
Approxrmately 400 m east of the center of town {the open air markel), adjoin-
ing the railroad station {the line joining Nairobi and Nanyuki) on the western

~ side. To the east of the site planned for the 1.P.A, adjoining a railway side-
line is land designated for mdustnal use.

b. Conditions of Site o :

" The site is almost totally fat. The scale of the division as a ‘'whole is approximately
one hectare, and the LP.A. will occupy one part of the site. The site is bounded
on three sides by roads (each of which is approximately 20 m in widih) and
the road to the west is a major urban route of Karatina.

¢. Type and Location of Facrlltres o
Type of Facilities ' :
Ten workshops (lwo \vorkshops occupylng one bur!dmg for a total of five build-
©ings).
- Workshop scale is 60 m? each wrlh constructron of light steel remforced con-
struction.
Location of Facrhtles
‘_The s:te is approached by the road on the east and a smgle road runs through the
. site, with the workshops on both sides of this road '
The totat area of the snte is appwximately 3 §00 m?

2 Nanyuki R.ID. C

a. Location - :
Approximately 1,600 m west of the center of the town, with a railroad stahOn
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4.

(the present teniinal station) approximatety 500 m to the southeast of the site.
The site is surrounded {on the west; south, and western edge station road sides)

- by land designated in the town development plan (set up by the Ministry of
- Land and Setttement, Department of Physncal Plannmg) for industrial use.
+ Conditions of Site -

The site stopes slightly to the southeast (w;th a gr:’adlent of approxunately 2-3%).
The site is 10,5 hectares, and the present R.LD.C. is located on part of the site.
In the town development plan, the site is planned to be bounded on all four

" sides hy roads. ‘The road on the éast side (planned for a width of approxunately

80 m) is to be a majot route in the town of Nanyuk1

Type and Location of Facilities :

Type of Facilities T L

Six workshops and a administration bu;ldmg The workshops will be the same
as those for Karatina. ‘'The administration building will occupy a site of 250 m?
and will have the same floor-space as the site area. It will be a single-level
buitding of RC construction. - - . :

Location of Facilities

The site will be approached from the planned main urban road on the east side
of the site. A single road will run through the site, with the workshops and the
control buitding on either side of this road. The total area of the sitc is approx-

imately 7,700 m?.

Mumnga R.ILD.C

a.

- Location

Approxlmately 1,000 m west of the center of town, where a jail is currently
located. The areas to the north and east of the site arc residential areas, and
according to the town development plan, an agricultural training center is to
be located on the west side.

Conditions of Site

The site is inclined to the southeast. The gradient is fairly steep, about 15%
for the Site_ as a whole, though the inclination is less on the southern side
{approximately 5%}. '

The cntire site occupies approximately 4.6 hectares, and the present R.I.D.C.
is located in part of the site at the southern side (where the incliine is less). The
site itself is separa(ed froim the area’s main road, but according to the town
development plan, an approach road is planned.

Type and Location of Facilities

Type of FaCi]l(iBS

* The number, scale, and ¢onstruction of the workshops and administration

building are the sanie as for the Nanyuki R.[.D.C. The workshops and admin-
istration building will be located to branch off the one road to run through the
site.

The total area is approximately 5,300 m2

Nyahurure R.ED.C.

a.

Location '
Approximately 700 m meters southcast of the center of town, adjoining rail-
road {racks on the west side. The site lies just outside of the Nyahururu business
district.
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‘,Cond:h-fms of Site’ + .- a o
‘The site slopes gently to the east {wath a gradlent estlmated at about $%). On
the east side, the site is bounded by a still-unpaved road, but under the town
' i'deveIOpment plan, that road is planned to become a circumferential road
(approxmlately 50 m in width) runmng thtough the area outside of the
. Nyativrura business district. . :
- Type and deatlon of Fac:htles

L TFype of Facilities

- Eight wotkshops and an admlmslratmn bulldmg The seale and construchon
of the workshops’ and the administration bunldmg are the qame as for Nanyuki

and Muranga. - :

Location of Facilities R c

The site is approached by the foad on the east sxde of the snte The location of

the wotkshops and admmlstratnon bmldmg will follow the same pattern as for

Nanyuki. -

The total area of the sﬂe is approxlmately 5 400 m?
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Chapter 7

Management System for Industeial Develnpment in Nyeri Region

7-1  'Basic Concept

The purpose of the Nyen reglonal industrial deve!opment plan is to produce a new
industrial structure for the region thiough the encouragement and development of small factories,
‘thereby contributing to the social and economic development of the region as a whole; one im-
postant strategic feature of this development plan is the premise ofa system which can conce-
trate the geographleal!y scattered markets on Nyahururu, Nanyuki, Muranga, Karahna and, at the
center, Nyeri, wnth a planned maiiagement system.

In other WOrds the concept of the Nyeri set-up is to control the growing process on
the economy in Nyeri Region and promote the development through a total system encompassing
every industrial development project in the reglon together with local systems working through
the R.I.D.C.s, industrial estates, and other agencies and organizations located in the various dis-
{ricts.

At present the Nyeri fegion cannot necessarily be said to offer a firm industrial
foundation or an abundant market. Accordingly, in order to foster an industrial foundation, aim-
ing patticularly at smail factones, it can be thought that appropriate strategies would be nccessary
for the expansion of markets to some possible economic scale, and it would be also necessary
that these localized mar'kels are controled under a common purpose. :

_ Based on such prentises, it is possible to contro] the industry of Nyen Nyahururu
Nanyuki, Muranga, Karatina, and other afeas so that (hey have their own economic spheres in ac-
cordance with their own amassed potenhals but at the same time do not compete within the market
of the Nyen region as a whole. The econontic scale within such arcas will also act as factors promot-
ing the expansion of the economies of other arcas within the Nyeri rchon and based on this process
of development, smali factorics can be expected to develop and lead to the take-off process for the
tegion’s advancement. '

~In :other words, in carrying out the development plan, the following become necessary
to t'ulﬁllmg the followmg conditions: ' '
(1) Provision of the energy to |mt|ate the develnpment
(2) Creation of an environment in which the process of development can lead to autono-
Nots systems.
- {t is necessary for the management of the plan to maintain these conditions as a func-
tion of the operation of the plan.

Regarding point (1) above, the introduction of the funds generally at low interest
would be expected. The use of such funds can be considered in, for example, the following ways.
1. . Improvement of the infrastructure,
2. Financing for plant and equipment investment, operating funds to enterpreneurs.
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3. Investment for the rationalization of technical instruction, management guidance,
and other company activities.

These can be summarized under two headings.
—  Direct investment in companies that can serve as a leading force of industsialization.
—  Investment for the pr‘ovisions of conditions needed for industrialization.

In the former of these two, those industries that can be expected to have expanded
effects on the reg;onal economy will probably be given preference, and for the fafter, extremely
close consideration must be g_wen to cxpansion of the benefit to tocal economy through provision
of such conditions as well as to effective use of the available funds. Needless to say, the concept
of gathering together a number of enterprises in an industrial estate also adheres to basically the
same approach.

'Re'garding point (2), this point refers to the organized distribution of benefits being
assured through the mtegratlon of localized markets when the operation of a single entesprise
cannot deal with the market in a greater economic sphere.

The profits derived from the effective use of such lunds and the organization of the
region brace up the internal economy as far as the region is concerned and the externat economy
as far as the enterprises are concerned, and the Nyeri regional industrial development plan must
be developed in keeping with such an approach.

In this way, in order to optimize the functional sub-systenis (in this case, the various
local systems) comprising the overall system, the system of control and management tying together
the overall system (the Nyeri region) should fulfili the following major functions.

1. Formulation of plans and preparation of development programs.
2. Carrying out and controlling programs (conduict of system in each district).
3.  Adjustment and optimization of programs through feedback from actual performance.

Particularly in regard to the formulation of the development program. It is necessary
to make up the plan from a standpoint of the benefits offered by organization in terms of the
characteristics of the region, amassed potential, effective use of existing resources, incorporation
between enterprises and between regions, determination of the contents of industries, and the
like, so that it is essential to provide the staffing needed to make such studies and plan formu-
fation possible. '

From the above, it would be desirable to follo_w the concept of the sel-ub for Nyeri
industrial developiment and to manage this program through the struciure illustrated following.
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{Nairobi)

Regional Managemeht System for Proniotion of
Nyeri Region Industrial Development

ﬁyeri Indus- N:yahur;Jm Muranga Nan’yuki Nyeri
trial Estate RIDC. R.UDC. RIDC, RIDC. Karatina
Management Managemént ' “lipA.
System System

7-2 Manageinetit System

i) Regional managemerit system (R.M.S.)

This systent has its function the overall aperation and management of Nyeri industrial
development, and it conducts managerial contro} over each of the local systems in Nyeri region, the
Nyeri industrial estate, the R.1.D.C.s of Nyahururu, Nanyuki, and Muranga, and the Karatina
1.P.A. .

As the body tying together alt of the K.LE. activitics being undertaken in the Nyeri
region, the organization centers _aro‘urid the regional manager, and the staff is composed of the
accountant-cconomist, regional planner, industrial-cconomist, and other. It is also desirable that
it have advisors to assist in important specific themes.

 The following can be considered as the main activities of the R M.S.
(1) - Preparation of Nyeri region industrial development programs.
() Conducting the surveys and studies necessary to formulate such programs.
(3) Controtl at the regional level of pmduction distribution, markets, etc.
{4) Control and guidance of the inanagement of the vanous R. l D.C.s and mdusmal
esfates carrying oul the development programs.
(5) Short- or long-term assignment of advisors and the like in response to the stal‘fmg or
" the various: -agencies and local derwand.
- {6) Adjustment of accountmg reoords for opcrattons at each level and for the rcgion as a
whole:
(7) Provision of financing to enterprises for plant and equipment investment, etc., and
control of the repayment of such loans.
(3) Inducernent and se!ectlon of appropriate enterpnses
(9) ' Strategic response to markets in and competition with other regions.
{10) Promotion of linkage with medium- and targe-scale industries.
{11} Preparation and exccutlon of orgamzcd programs for techmcal guidance, managerial
; ‘guidance, etc.
{12) Domestic and international public relations activities for the region s industry.
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(13) Establishment and effective use of an information network tying together the

varicus districts.

From the above, it is also desitable that the manager of cach of the R.I1.D.Csand

industrial estates be included in the R.M.S, staff. In addition, it is also desirable that there be
an industrial economist available as advisor to deal from the start with the important question
of which kinds of industrial development are most critical to progress in the region.

Furthermore, it would be appropriate for the R.M.S. to locate its office within the

Nyeri industrial estate.

ii}

Nyeri Regional
Manager
Advisor
Accountant- —~Project
economist and - Promotion
other staff ~Market
: : Analysis’

Nyeri industrial estate management system
This management system shall be organized around the estate manager and shall

exercise general controf over the industrial estate. Its activities, shall include the following:

().

2)
(3)
Y
(3
(6)

N

(8)
(9
(10)

(1D

Formutation of planning and designs for the industrial estate.

Contrel and execution of construction.

Cooperation with the RM.S. in selection of enterpnses l'or location in the estatc
Managerial guidance for the enterprises.

Selection and proposal of the machinery and facnlntles needed by the enterprises.
Evaluation of neoessary and appropriate financing and cooperation with the R.M.S.
in the cxecution and control of such ﬁnancmg

Setection and provision of equipment needed by the T.S. C.

Technical guidance through the T.5.C.

Management of the canteen, utilities, and other COMmMon facilitics. .

Provision of the R.M.S. with information on the district’s production, dlstnbutlon
markets, etc.

Provision of the R.M. S w;th materials on the status of the industrial estate’s op-
rafions.

In keeping with the above, the org'an'izatibn should consist of thosé stuffs as an

accountant, coonomist, engineer, ctc., and it is also necessary to have experts in technical guid-
ance to serve as advisors.

Wlth the exccptlon of the adwsors the following can be cons:dercd an apptopnate

proposal for K.LE, staffing.
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12. Watchmen

13. Foreman

14. Genera) mechanics

15. Electrician

16. Machiné operator-tumner fitter
17. Unskilled workers

1. Estate manager 1
2. Economist 1
3. Engincers p
4. Steno-typist i
5. Accountant I
6. Clerical officer |
7. Telephone/receptionist |
8. Stores clerk 1
9. Messenpers 2
10. Station hands 2
11, Drives 1
2

1

2

1

2

2

Moreover, in light of the relationship between the Nyeri industrial estate and Nyeri
R.L.D.C., it is necessary that it use a rational system involving such features as sharing of the
7.S.C. and R.1.D.C. workshops and joint use of advisors for technicat guidance, etc. Since the
industrial estate nianagement system occupies the same offices as the R.M.S., rationalization of
staffing can also be sought thiough this relationship.

Nyeri industrial
Estate Manager
Advisor

. —Technieal :
Accountant, Guidance (T.S.C.
Economist, Training)
Engineer, and —Managerial
other staff Guidance

The following presents a proposal for the staffing of the K.LE.

Telephonefreceptionisi
Leather technician
Mechanical engineer

10.  Genéral mechanic .

11, Tiel officerwood work
12, Wood work technician
13, Sheet metal téchnician
14, Field officer-metal work
15. Unskiller worker

16.  Spray painter

17. Potitery technician

18. Stalien technician

19.  Messenger

20. Watchmen

1. Ceatral manager - :
2. Shorihand typist

3. " Bookkeeper

4. Cletical officer

5. Storesclerk - -

6. Drivers

7.

8.

9.

Do) bt btk bt i et E A Y S et M e ) e s e e
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i) R.I.D.C Management system

For the guncral management of the RI1.D.C. (in the case of the Nyeri, also including
the Karatina 1.P.A ), the organization is as described in Chapter 6, centered on the R.L.D.C.
manager.

R.1.D.C. Manager

RAD.C. staff Advisor
(mentioned above) —Technical
Guidance
73 Nyeri Industrial Development Piogram

The main activitics in industrial development of Nyen are as follows
Provision of industrial foundation.

2. Financing of enterprisés’ plant and equipment investment.

3. Establishment of system for guldancc in technoiogy and managcment

[
.

Point 1 involves the eslab]ishment of lhe Nyeri industrial estate, Nanyuki RID.C,,
~ Muranga R.1LD.C., Nyahururu R.LLD.C., and Karatina LP.A. and the provision of related infra-
structure.

Point 2 involves the financing of production machinery and other facilities neces-
sary to enterprises entering the Nyeri mdustnai estate and financing of registrated enterprises of
the various R1.D.C.s. ,

Point 3 involves the assignment of expert technical advisors to the RM.S., the
industrial estate, and the R.I1.D.C.s.

The above represents the contents of the various operations in the industrial develop-
ment program. The Nyeri industriat development and the Nyesi set-up are plans which expect to
derive benefit through the overall organization of the region and which seek o generate the take-
off to economic development, and they are plans which seek to provide the basics of an indus-

“trial foundation. Thus, insofar as is possible, it is desirable for the set-up to be achieved.

i} RMS developmeui progran
Study is being conducted on a proposed program ‘which would have the completion
of the Nyeri set-up achieved during the ten years from 1977 to 1986. .

When the R M.S. is considered as the organization that would tie together all the
Nyeri industrial development activities, it becomes urgent to formulate the implementation
program for such development. For this purpose, it is thus necessary for the K.LE. to urgently
select a Nyeri regional manager and the major staff and formulate a master plan for development
and an implementation program. '
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Meanwhile, in order to establish the contents 0!‘ the industry for such development, it
is desirable that the selection of the concetned Industries be begun, inctuding studies of the orien-
tation of the markets concerned, through the cooperation of the advisor.

As an advisor, it is appropriate to use a specialist with expertise in the ficld of indus-
trial econontics. Since the R M.S. office is established within the Nyéri industrial estate, it is
desirable that the RM.S. project team be formed and located in the Nairabi K.LE. or the Nyeri
R.I.DC. to perform the abovi-mentioned activities before the establishment of the industrial estate.
It can be thought that in 1979, following the establishment of the R M.S. office, the R M.S. can
begin all of its activities in Nyen region. _

ii) - Nyeri industrial estate developmnent programn -
It is desirable that the civil engineering and works related to utlhtles be completed

by FY 1979, including the design period. Following the construction of the above, in FY 1980,
it is necessasy for the machinery nceded by the T.S.C. be installed, preceded by the assignment of
advisors for technical guidance and the selection of the T.8.C. machinery, taking into account the
characteristics of the region and the demand for the location of specific industries. It is assuméd
that the enterprises concerned will enter the estate during the five year period of FY 1980 through
FY 1984, and that advisors will be available to give managerial guidance Lo ¢state enterprises for an
cight-year period, including the year before the beginning of location in the estate, FY 1979, through
two years after thg entry penod

Fmancmg for the enterpnses in the estate can be considered to be gencrated by the
level of progress in entry of enterprises.:

iti} Nyeri R.1.D.C. developiment prograni x -

The facility itself has already been conipleted, but the machinery and equipment
installed cannot yet be called sufficient. What is important for the R.1LD.C. is the provision that
can answer immediately to the demand in the district, and to make this possible, it is necessary
to assign an advisor and take other steps in téchnical guzdance including the ophmum selection
of mvachinety and facmtlcs : ‘

Furthermore, the advisor to the R.1.D.C. should be made available in principle fof
four years, mcludmg two ycars of planmng and construction and the following two-year period.

In the case of the Nyen R.L D £, the advisor shou!d be available accordmg to plans
until FY 1979, and it is desirable that he provide guidance in the planning and design of the -
Karatina L.P.A. during this period.

iv) - Karatina LP.A. development program : b

Regarding the amassed industry in the Karatina dlstnct a survey has already beén -
condticted, and sufficient study has been given to the establishment of the Karatina 1.P.A. Thus,
insofar as is possible, it is desirable that its construction be conducted at an early period. In
addition, the management of the Karatina LP.A. , including its construction, should be exercised
by the Nyeri R.ILD.C.
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v) Development program for Nanyuki, Muranga, and Nyahumm R.IDCs

Study has been ntade of the construction in the order Nanyuki, Muranga, and
Nyahururu, but the formulation of the R.M.S. operations progrant must be accompanied by a
lhoughtful re.study of this matter.

“In general one condltmn foran R.1 D C.isthe oompatablhty of the service it offers.
and the characteristics of the district, and in this sense it is necessary to follow the appropriate.
advice of the advisor in drawing up plans. For example, it is pointed out that in the case of the
Nanyuki R.1.D.C., the characteristics of the district do not require the R.L.D.C. to have work-
shops (sc¢ Chapter 6). :

The conditions for the advisors to these R.I.D.C.s aze the sante as for the Nyeri
RIDC.. C '

The above development programs are illustrated in the following table:

7-4 ‘Expenses for De\elopment
The investment necessary to the Nyeri region mdustnal developmcnt plan fall under
the followmg headings:

Conslrucﬁan .

Expenses for the construction of the Nyeri industrial estate, Nyeri R i.DC. Nanyukl
R.L.D.C., Muranga RID.C., Nyahururu R.ID.C,, and Karatina 1.P.A.: regarding the Nyeri indus-
trial estate, expenses for related infrastructure in the vicinity of the estate.

Mackinery and facilities '
Expenses for machmery and facilities for the Nyeri mdustnal estate T. S C.and the
various R.1.D.C. workshops.

Financing ‘ _ .
Expenses for financing of plant and equipment investment, etc., by the industrial
estate, enterprises setting up therein, and enterprises participating in the R1L.D.C.s.

Maintenance and control .

Administrative costs nceded for the mamtenance and control of the various systems;
however, since the R.M.S. tepresents the K.L.E. in its headquarters functions, its maintenance
costs are to be procured from the K.1LE.

Assignment of expert advisors
Personnel expenses for advisors for the various systems, including the RMS., and

as otherwise necessary.

The above expenses are estimated as in the following table,
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Expenses for Nyeri industrial estate

(A} Construction Expenses -
Calculations have been made based on the proposed draft plan for the Nyeri
industrial estate. The method of calculation, range of the calculated estimates,
and the results of the estimate calculations are as follows:

(a)

(b)

Method of Rough Calculation

The rough calculation of expenses for the works in this plan are based on
reports of hearings with consultants from private construction companies
in Nairobi and collected data, corrected as appropriate in light of records
from existing industrial estates, local calculation materials (Construction
Cost Index, 1975), etc.

—Civil Engincering

Gradlng :
Operations within the site were calculated dmdmg them into dirt removal
and filling, and fo find the cost of each, calculations were converted into
units of square meters.

Road work within site (paving)

‘Calculated by subtracting planted area and building area from the total area

of the site.

Planting

Catculated from the estimated area involved.

—Constmctlon -

This total floor space by type of structure was sought, and the construction

works were divided into the various types of construction and facilities

Related facilities outside of the estate

Estimated from the type of work, number of persons involved, scale of

construction, and area. - ‘

Miscellaneous constnuction (fences, fates, elc.) _

Estimated from the planned total circumference of the site.

Range of rough cateulations

1. Cost of land purchase is exctuded from calculations.

2. Calculations of the various facilitics are limited to the K.1.E. proposed
site, and the extension area is excluded.

3. Forthe I.P.A. and R.1.D.C.s, the range was taken into consideration
in keepmg with the appended illustrations.

4.  Electrical facilities were calculated only lor clectrical reception
facilities within the utility site, and work outside the site was con-
sidered separate work (provision of infrastructure).

S. For water Tacilities, calculations were made for water reserve tanks,
pumping faciltities, and pipe laying within the site, and work outside
the site was considered separate work (provision of infrastructure).

6. ‘Treatment facilitics were calenlated as simple water treatinent facil-
ities, soakage pits, and teash burners.

7. Communications facilities were calculated as telephone switchboards
and telephones.

-207--



8. Other expenses exclude the expenses for installation and conngction
of water, electricity, telephonges, etc. ‘
9. ' Design expenses and admlmstratwe expenses are taken to be 15% of
total expenses.
10.  One ksh was taken to equal 40 yen at onc US$=¥270.
11. Materials from abroad paid for in foreign currency are handled at
F.0.B. cost, and marine transport costs and domestlc transport costs
: are not included.
(¢) Results of rough calculations
The resulls of the rough calculations are as given following. (Table 7-1)

Expense Hem
Land a¢quisition

Construction
—Civil engineering
—Construclion
—Facilities

construction
—Other constiuction

Surveys, design

Provision of related infia-

stcucture

{Separate works)

{(Work outside estate)

Contents of Expense

Since the site planned for use is parl of the municipal lands of Nyeri,
no particular land acquisition costs have been ealculated.

Including expenses needed for gradmg, toad works, paving, and
planting.

Expenses for construction of administration building, canteen,
T.8.C., and ten standard workshops. -

Expenses for construction of facifities for the structures given above.

Expenses needed for fences, gates, water drainage (ten pipes laid

within site}, water supply (pipe laying within site), electrical facilities
(transformets, panel board, wiring}, communications facilities (P.B.X s,
lelephones) waler polluhon {acthues (watet treatment tanks), water
pumping facilities.

Expenses for designing, etc., after 'the_ basic plan.

Electrical facilities—Expenses for electricat transmittal facilities
(approx. 8 km) from Kiganjo transformer station (including instal-
lation of ste pdown transformer within district).

Water supply facilities - -Expenses for drawing water feom Muringato
River {(approx. 600 m), water supply pumps, water treatmeént equip-

ment, ele,

Water piping facilities for transfer of treated watet 10 Murmgato River
(approx. 600 m), and expenses for plpmg (excluding piping within
wite).
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Tal_)le 7-1 Constraction Cost Breakdown for Nyesi Industrial Fstate

Work Type of Work Area,e l‘..gngth, Unit cost Amount Remarks
1. Civil engineering a) Land grading, etc. |48,820M% |US$ L1 | USS$ 53,702
b) Road work 8,124 M? 185 150,294
¢) Paving 12,400 M? 74 - 91,760
d) Flora 32,124 M? 13 28,761
324,517
Sub-total . 7325000
2. Construction a) Administration 360 M? Uss 222z tUSS 79,920
Bidg.
b) Canteen Bldg. 192 M? 185.2 35,558
¢) T.S.C. 420 M? 519 21,798
226 9,492 t Steel reinforce-
ments 10 tons
d) Shed 5,200 M? 563 292,760
226 117,520 | Steel reinforce-
ments 130 tons
Sub-tofal 557,048
AS557,000
3. Construclion a) Administrafion 360 M? USS 556 | USS 20016 | Interior wiring
facilities Bldg. . : . Lighting
b) Canteen Bldg. 192 M? 464 8,909 | Elec. sockets
c) TSC. 420 M? 18.5 7,770 | Water supply &
d} Shed 5,200 M? 18.5 96,200 | discharge facil-
132 895 | ities fire
_ Sub-total _ M133000 | extinguishers
4. Others a) Fence pates 1,I60M ° |USS 37 | USS 40,700
' b) Water discharge i070M 6.7 7,169
{¢6" steel pipe)
Installation 1,070 M 175 18,725
c) Water supply 1420 M 19 2,693
(82" steel pipe)
Installation 1420 M 56 7952
d) Elec. reception 1 set 185,185
Instatlation I set 27,718 | Elec. panel
band,
Transformer,
Fence,
Foundalion
¢} Communications 1 set 9,259 | Switchboard &
facilities telephones
Installation t set 3,704
f) Simple water
treatment lanks
Incinerator 1 set 18,519
Collection tank
Soakage pils
g) Water pumps 2 £ 852 3,704
Installation I set 1,852
Sub-total 327245
A327.000
_ Tofal US$1,342,000
5. Administrative Expenses x 15% |uS$ 201,000
expenses
Grand Total US$1,543.000
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Work

[Area, Length,

Amount

Type of Werk ete Unit cost Remarks
6. Separaie works {Provision of
. infrastructure)
a) Elec. trans. _ } .
1. Poles 8,000 M Uss 63 | USS 50400
2. Wiring 8,000 M 18.5 148,000
3. Installation 8.000M 10 30,000
. Subdotal 278,400
_ A278.000
b) Wateér supply
facilitles
1. Water pipe 600 M UssS 89 |USS 57340
($32) |
2. Installation 600 M 5.6 3,360
3. Treatment 3 33,000 99.000
Facilities
(2001fday x 3
= 600t fday)
4. Installation -1 set 3,104
5. Water pump 1 set 3,704 | (2)
6. Installation 1 sat 1,852
7. tnstallation 60 M? 111 6,660
cosis
_c) Water discharge - 600M 37 22,200 { Materials costs
(RC fume pipe
2500)
Sub-total Us$145 3820
_ A146000 |
Toltal US3$424 600
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(B) Expenses for Machinery and Facmtles : :
The breakdovm of expenses needed for machmery and facilities required by
the T.S C. includes one set ¢ach of machinery, tools, measuring instruments,
spare paits, and training machmery.
- Machmery _
‘Engine Lathe, m:llmg machme, dnll press, grindet, ¢tc.
— Tools
. Twist drill, tap, nullmg cutler, spanner, umversal file, etc.
- Measuring instruments
Micronieter, vernier calipers, etc.
Total = US$600,000
(C) Financing :
~ Financing consists of financing for investment in plant and facilities by enter-
“prises in the mdustr;al eslates. playmg an important role in industrial develop-
ment activities. :

In building up small-scale industsy in agricultural areas, it is generally thought
that the important points lie in providing infrasteucture through the construe-
tion of industrial estates, téchnical and managerial guidance to the industries
concerned, and technical training service, but in addition, an essential elenent
in the promotion of industralization is financing of funds for industrial pro-
motion and the purchasé of niachinery and facilities.

The K.LE., in order to lulfilt these conditions, has in the past purchased
machinery and equipment for the enterprises entering the industrial éstates
and then leased these to the enterprises. This has represented one incentive to
the enterprises entering the industrial estate. Through the R.1.D.C., it has also
carried out lending operations for enterprisés oufside the estate which are reg-
istered with the R.E.D.C. primarily for theif purchase of machinery and facil-
ities.

It is thus very important for the operations of the K.LE. that it possess the
funds for such fi inancing activities for enterprises. The result of the K.1.E.’s
fostering and promotion of small industry has been marked by the demand
for financing from such industries, and this has in turn led to the improvement
ofthe financial performance in K.l.E. Oper_ations.

The agency supenor to the K.LE. isthe LC.D.C,, and this carries on financing
activities for the enterpnses but such fi inancing is in different territorics from
that of the K.LE. The target of LC.D.C. financing is projects of a scale lagger
‘than that handled by the K.1.E. ., and thus in principle it divides industries into

“small industriés (or craft industries handled through the R.ID.C. ) and, on the
other hand, mediwn and large industries. (There are, however, many cases where
a clear dividing line cannot be drawn.)
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Under the regional manager, the K.LE. seeks to offer an organization that will
promote comprehensive, coordinated industrialization by region, and amidst
_such circumstances, financing for the industrial projects mentioned above has
been placed under the overall coordination of the K.LE. This is a matter that
has bearing on the K.LE.’s future operational stiategies, and in this study, we

woitld like to refrain from dealing with this matteér.

Here, it is possible to divide financing activities for enterprises into a number of
fields, and this study deals only with those fields essential to the development
of industrial estates. :

First, turning to the types of financing, one type is financing of funds for
purchase of machinery and facilities and operating funds. Operating funds can
be considered very important in terms of promoting enterprises poor in their
own capital and is thus essential in the area of establishing and developing small
industries in rural areas.

" Next is the enterprises takcn as the subject of fmancmg In the narrowest”
defi nition, such enterprises are those entering the industrial estates, and it is
also possibte to expand this to include those enterprises registered with the
R.I.D.Cs. In addition, the broadest definition would include all industrial
projects with-in the whole region. .

Funds for Purchase - Operating Funds
of Machinery and
Equipment
Enterprises entering - A - B
industrial estate
R.EDC. registrants _ C
Enterprises within area E F
' ' (f) A Areas directly refated to development
Target reglons (& AtB - of industrial estates
(broad definitfon) (3) A+C :

(4) A+B1C+D

Among thcsc various ta:get areas, those essential to mdustr;al estate develop-
ment operations are ﬁnancmg of machmery and facilities for enterprises
entering the industrial estates and financing of operahng funds. In the case

of the industrial estate for the Nyeri district, it is essent:al to estimate from the
present status what level of funds clemand there will be for such financing.

‘ . Thisis because it is still impossible to dctermme the types and scale of project

to be mtrod_uccd

- As reference materials for the rough calculation of necessary operating funds
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for Nyeri industrial estate devslbpmént estimates have been made of the
amounts of funds necessary for purchase of machmery and facilities for enter-

‘prises in the industrial estates, using two different appmaches The first ap-

Type,

Kisumu Estate
Eldoret Estate

Kakamega R1.DC.

Embu RIDC,
Nyeri RIDC.

Machakos RI.DC, '

TOTAL

proach is estintates based on the experlences of enterprises already established
in other industrial estates. ‘The sccond approach supplements the above with

assumptions about the contents of operations of a number of projects assumed
to be introduced into the mdusmal estate, estimating the machinery and facil-

ities costs theref rom.

First, let us look at the ﬁnancmg records of loans to enterprises in the existing

_ mduslnal estates and the R.I.DC.s.

Accordmg fo the K LE, operatmg reports :cgardmg l’nancmg in the two exist-
ing industriat estates and four RIDCs, financing has been conducted as shown
in Table 7-2. The Eldoret industrial estate is currently under construction, and
only one enterprise has been decided for {ocation therein. Moreover, thisisa

comparatively large paper plant, so that the amount of ﬁnancmg per enterprise

is large. As shown in Table 7-3, when all enterprises in the two industrial estates

are consideted, the average amount of financing per company becomes
US$30,000.

Next we sought to prcpare a list of compames receiving loans in decreasmg order

of financial size of the projects. According to this list, the average for large-scale
financing projects (A) of $200,000 or more was approximately $300,000. For
medium-size financing (B), the average was $114,000, and for relatively small
projects, the_average amount of financing was $32,000. (See Table 74.)

In the case of the Nakuni lndusmal estate, financing by the K.F.\. was for .
purchase of machmery alone, and this was applied along with financing of local
costs and working capital by the 1.C.D.C. The amount disbursed as given in Table
7-5 is the total of these two types of financing. It is not possible fo divide financ-
ing by company into K.F.W. financing and 1.C.D. C. financing, but in the total
amount of loans as shown in Table 7-6, including both ¥ F.W. financing and
1.C.D.C. financing, 68.5% represenls K.F.W. financing. In the case of the Nakusa
esfate, the amount of K.F.W. financing (funds for machinery purchascs) was

an average of $53,000 per company. '

Table 7.2 K.i.E. Loan Record to Enterpnses (Es(a(e and R1.D.C))

‘A, No. of B. Approved C. Amount
enterprises amount disbursed B/A (ksh) /8 (%)
15 2188412 1,404,512 145,894 64
1. 1,709,180 1,606,992 1,709,180 94
10 3,594,289 2,548 441 359,429 71
13 2,143,130 1,625929 211,910 59
29 885,942 824,127 . 30,550 93
18 310,546 - - 289,086 “17283 0 . 93
86 11431,499 - 8,299,087 132,924 73
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Table 7-3 Loans to Enterprises in Industrial Estatés (Eldotet and Kisumu)

. A. No.of B. Apptoyed C. Amount .
Typ ? enterprises anfgum disbursed B/A (ksh) C/B (%)

Farm Machinery o 170,400 90,000 170,400 53

Metal Works 3 123,000 $5,000 41,000 69

Clothing Factory 4 454,512 416012 113,628 92

Leather Works 1 200,000 75,000 200,000 38

Confrationety 1 788,000 400,000 788000 51

Craft Paper | 1,709,180 1,606,991.9 1,709,180 .94

Plastic Goods i 140,000 140,000 140,000 100

Handicraft 1 8,500 8,500 8,500 100

Carpentry 1 304,000 150,800 101,333 63

TOTAL 16 3,897,592 3,011,503.9 243,599.5 77

: : : . C N (243,599 ksh = 30,450 USS)
Fable 74 Loan Record to Enterprises in Industrial Esfates

‘Type of industry (estate) Loan disbursed (8 kshfUS$)
A Production of Sugar (Kakamega) 3,290,000 ksh - 411,250 US$
A SteelCullesy (Nakumu) 2,836,535 ksh 354,567 USS
A Bicycles and Spare Parts (Nakuru} 1,738,023 ksh 217,253 USS
A Cralt Paper (Eldoret) 1,709,180 ksh 213,648 UsS
B Lead Pencils (Nakusu) 1,048,718 ksh 131,090 USS
B Susgical Bandages (Nakuru) 1,023,158 ksh 127,895 USS
B Milk Churns (Nakuru) 985,676 ksh 123,335 USS
B Bicycte Chains (Nakuru) 863,843 ksh 107,980 US$
B Confectionery Products (Kisumy) 788,000 ksh 98,500 US$
B . Bifurcated Rivets (Nakuru) C 757470 ksh 94 684 USS
C  Printing Press (Nakurv) - 413,976 ksh. 51,747 USS
C . TinCans (Nakuru) 367,947 ksh 45,994 USS
C Catdboard Tubes (Nakuru) 385,159 ksh 39,395 USS
C  Leather Works (Kisumu) 200,000 ksh 25,000 USS
C  Corrugated Cartons (Nakure) 178,460 ksh 22,308 USS
C  Farm Machinery (Kisumu) 170,400 ksh 21,300 USS
C  Plastic Goods (Kiswmu) 140,000 ksh 17,500 USS

Average At 299,180 USS
B: 113,900 USS
C: 31892083

Table 7-5 Loans (Machinery Purchase Funds) by K.1.E. to Enterﬁtises in Nakuru Indusirial Estate
 A.No.of .

enterprises | B. Amount dlsbur-sed AfB
19734 9 1,783,407 ksh 198,156 ksh
1974/5 9 3,317,162 ksh 368,574 ksh
1975/6 il 2,470,035 ksh 224,549 ksh
TOTAL®* 8 7,570,604 ksh 420,589 ksh

(420,589 ksh = 52,574 USS)

* The to{a! number of ente;pnses is lower than the cumulative tofat for each year because
the sanme enlerpnse may in some cases have received a loan for two or three years
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Table 76 Loans to Enterprises in Standard Workshops

B-Type. C-Type ~ Amount of Loan
0 20 o 640 (0008)
1 18 690
2 16 740
3 14 - ) 790
4 12 ' 840
5 10 890
6 8 - G40
7 6 920
3 4 1,040
4 2 1,090

10 0 1,140

Table 7-7 Loans to Enterprises in Free Design Arca

A-Type BType Amosunt of Loan
0 13 .. 1,480 (0008%)
1 12 . 1,690
2 H _ 1,850
3 10 S 2,040
4 9 ' 2,230

5 8 - 2,410
6 7 2,600
7 6 2,780
8 5 2,970
g 4 3,160
io 3 3340
11 2 3,530
12 1 3,710
13 0 3,900

Judging from the above records, Iet us conssder the amount of funds nceded
for enterpnses in the Nyeri industrial estate '

Let us assume that the 30 industrial p’rojects hypothesized earlier consist of
17 projects for the construction of standard factories and 13 projects for
application of free design. When divided into thrée standard types, the demand
for necessary funds may be estimatcd as l'ollows ‘

A © $300,000/enterprise :

“$114,000/enterprise

C  $32,000/enterprise
However, the A type is not applicable to standard factones and projects for the
free design area belong to types A or B.

Standard factories Bor C

Free design area " AorB
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~ Ten of the standard factories are to be built, bt here, it is assumed that one
B-type investment project will accupy one factory and that two C-type projects
will o¢cupy one factory, and necessary investment funds éstimates have been
made on this basis. Morcover, regarding the 13 projects in the free design area,
it is assumed that they are distributed between types A and B. Based on such
assumptions, the estimated amount of loan funds is as follows.
Standard factories (10 buildings)

Mininium $ 640,000

Maximum $1,140,000

Average - § 890,000
Free design area

Minimum $1,480,000

Maximum $3,900,000

Avetage .. $2,690,000

In reatity, a'quick method would be to set the amount of funds that the K.LE.
should have in order to provide financing of machinery purchase funds and
operating funds for enterprises in the Nyeri industrial estate. Taking the ten
buildings of standard factories proposed in Chapter $ as a premise, the amount
would be $900,000 to $1, 100 000, and if all of the 30 projects proposed in
Chapter 4 are considered recipients of the financing, including those in the free
design area, the amount of funds needed would be $3,600,000-$5,000,000.

Since the practicability of the free design area has not yet been ascestained at
the present survey stage, in carrying out economic evaluation of the industrial
estate in the next chapter, the amount of financing provided to enferprises there-
in is assumed to be $1,000,000.

(D) Maintenance and Control
The expenses for maintenance and control come to $96,000 per year, taking
into consideration est_imates on personnel expenses for the staff considered
appropriate for the proposed K.LE., with the conirol staff centered around
the estate manager, as well as other expenses. ‘

(E) Assngnment of Adwsors _ :
The necessary advrsors consist of one techmcal adv;sor per year for eighf years
and one managenal advisor per year for eight years. The expenses of assign-
ing the total of 16 man-years of foreign advisors would thus be
US$45,000/personfyear x 16 years = USS720 000

ii) Expenses for R. M S, o

Since the office of the R.M.S. would be in the admlmstratlve bmldmg of the Nyeri
industrial estate, no particular construction costs would be requlred being included in the con-
struction of the industrial estate. Furlhermore, as mentioned above, it is thought that the R.M.S.
maintenance and control expenses would be included in the expenses of the K.L.E. headquarters.
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Basic Housing

Name No. Salasy . Allowaace Total

1. Estale Manager 1 2,205 720 2,925
2. Economist 1 S1,512 570 2,082
3. Engineers 2 304 L140 4,164
4.. SienofTypist 1 “- 876 ' 430 1,356
5.  Accountant i 1,512 = 570 2,082
6. Clerical Officer i 27 240 567
7. Telephone Receptionist 1 327 © 240 567
8. StoresClerk i 327 T 240 567
9. Messengers 2 462 480 942
10. Station hands 2 462 480 - 942
11. Diiver 1 417 240 657
12, Watchmen 2 462 430 942
13. Foréman 1 1,512 570 2,082
14.  General Mechanics 2 1098 . 540 1,633
15. Efectrician . ‘ 1 549 270 - 819
16. Machine Operator, Turner 2 582 480 1,062

Filter ' : '

17.  Unskilled Workers 2 582 480 1,062
TOTAL 24 16,236 8,220 24,456
Motor Vehicles 2 7,000

Office Equipment 1,500

Other Runaning Costs 4 060
Advisors’ Housmg Allowance . 1,500
TOTAL EXPENDITURE ' ' 38,456

The advisors are needed at once, and it is expected that they would be a’ssighed for
the ten year period through the Nyeri set-up period until 1986. :

iii) Expenses for Karatina 1.P.A. ) ‘
When the construction-related expenses are roughly calculated based on the proposed
basic plan for the Karatina L.P.A_, they are as given in the following table.

it should be noted that no other expenses are needed for the IP.A..

iv) Expenses for the various R.I.D.C.s
{A) Construction
The followmg table gives a rough calcutation of the construction expenscs based
on the proposed draft plan for cach R.L.D.C.

(B) Machinery and Facilities Expenses '
This represents the machinery to be installed in the R.L.D.C. workshops. It is
important that the machinery offered fits the type of demand in the specific
district, and careful and appropriate selection must be made for this purpose.

Thus, it is difficult to assume the contents of the selection, but judging from
the records of other R.LD.C. use and purchases, the amount of US$40,000 per
R.LD.C. can be thought appropriate. However, in the case of the Nyeri R.1.D.C.,
it is thought that half of the machinery for the initial goals has already been in-
stalled.
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(C) Financing Expenses
Refer to Chapter 6.

(D) Mamtenance and Control Expenses
In light of the personnel expenses for the R.I. DLC. staff, based on the X.LE.
proposal and centeted around the R.1.D.C. manager, and other ¢ experises as
estimated, the maintenance and control expenses are roughly calculated as
US$84,000 per year.

(E) Assignment of Advisors _
The construction preparation period and the construction period for the
R.I.D.C. are téken_ to be a total of two years. It is also thought that two years
after the completion of construction will be needed for the R.1.D.C. functions
to settie into good operating order. Thus, advisors should be assigned for the
period of four years. In the case of the existing Nyeri R.L.D.C., however, this
period would be two years.

Thus; the total mmiber of advisors required by the four RI.D.Csis 14.

: Basic Housing
Name No. Salary Allowance Total
1. Centre Manager . 1 2,205 720 2,925
2. Short-hand Typist 1 126 360 1,086
3. Book-keeper 1 876 _ 480 1,356
4.  Clerical Officer 1 37 240 567
5. Stores Clerk -1 32 240 567
6. Drivers 2 834 480 o 1,314
7. Teléphone Receptionist 1 n . 240 567
8. Leather Techaician 1 549 270 819
9. Mechanical Engineer 1 1,512 . 570 2,082
10.  Geéneral Mechanic 1 549 270 819
11, Field Office—Wood Work 1 549 270 - 819
12. Wood Work Technician 1 549 270 819
13.  Sheel Metal Technician 1 549 270 819
14.  Field Officer-Metal Work 1 549 270 gty -
15. Unskitled Worker 1 291 ~240 531
16. Spray Painter 1 549 270 819
17. Pottery Technician 1 549 270 819
18. Station Hand 1 231 1240 471
19. Messenger 1 231 240 471
20. Watchmen 2 - 462 480 . 942
Total 22 12,741 6,690 19438
Motor Vehicles 7,000
Office Hquipment 1,500
Other running costs 4,000
House allowance for adviser 1,500
Total expenditure £33431
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Table 7-8 Cost Breakdown for Karatina I P.A .

Work Type of Work Area ;i;fn?‘h’ Unit cost Amount Remarks
1. Civil engineering a. Land grading 3,500 M? US$ 1.1 | USS 3,850
b. Road work . 360 M? 185 6,660
c. Paving 394 M2 74 6,616
d. Planting 320 M? 1.3 416
Sub-total US$17,542
A 18,000
2. Construclion a. Shed 500 M? Us$74.1 US$44,460
_ Sub-total _ US$44,000
3. Construction & a. Shed 600 M? US$18.5 | USS11,100 | Intestor wiring
facilities Sub-total US$11.000 | Lighting, Elec.
sokets, Water
supply, dis-
charge, &
hygicne
facilities
Fire
. extinguishérs
4, Other works a.” Fences, gates -
b. Water drainage - 1HOM Uss 6.7 uUss 737
(6" steel pipe) .
Installation 110 M 17.5 1,925
e Watersupply pipe | . 110M 19 209
($32)
Installation 110M 56 616
d. Commuaications - 1set 222 | Switchboard,
facililies telephones,
(switchboard) wiring
Installation I set 2,593
€. Simple water
treatment
facilities
Incinerator I set 1,852
Water collection
fank
Soakage pits
{. Water pump -
Installation
Sub-total USS 8,154
A 8,000
Total US$81.,000
S. Design & Expenses x 15% Us$32,000
administrative
expenses
Grand Total US$93,000
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Table 7-9 Construction Cost Breakdown for Nyakururu RLD.C.

20—

Work Type of Work Area;}.:nglh, Unit cost Anmount Remarks
1. Civil engineering a. Land geading $400M? | UsSS 1.1 US$ 5,940
b. Read work 504 M? 18.5 9,324
¢. Paving 1410 M2 1.4 10,434
d. Planting 1,139 M? 13 1,481
Sub-total Us$ 27,179
_ A 27,000
2. Construction a. Adniinistration 250 M? Us§222.0 | USS 55,500
b. Shed 360 M? 74.1 26,676
Sub-lotal US$ 82,i76
A 82000
3. Construction & a. Administration 250M? | USS 556 | US$ 13,900 | Interior wiring
facilities b. Shed 360 M? 18.5 6,660 | Lighting
Su-tolal US$ 20,560 | Efec. sockets
A 21,000 | Water supply,
drainage, &
hygiene
facilities
Fire
exlinguishers
4. Other works a. Fences, gates
b. Waler drainage 134 M uss 67 |Uss 898
(6" steel pipe) .
tnstallation 134 M 17.5 2,345
¢. Water supply pipe 134 M 1.9 255
($32)
tnstallation 134 M 56 750
d. Communications I set 5,556
facilities
(switchboard) _
fnstallation I set 1,852
e. Simple water
treatmient
facilities :
$ncinerator i set 1,852
Water collection
tank
“Soakage pits
f. Watér pamp -
Installation
Sub-total US$ 13,508
A 14,000
, Total US$144,000 |
5. Design & Expenses x 15% Uss 22,000
administrative :
expenses
Grand Total US$166,000



Table 7-10 Consfruction Cost Breakdown for Muranga RI1D.C,

Arca, Length,

Work Type of Work ele Unit cost | Amount Remarks
1. Civil engincering a. Land grading 5265M lUSS 1.1 | USS 5792
b. Road wotk 642 M? 185 11,877
c. Paving 1,189 M? 74 - 8,799
d. Planting 94 M? 1.3 © 1223
Sub-total : | UsS 27,691
A 28,000
2. Construction a. Administration 250 M2 UsS$2220 US$ 55,500
b. Shed 360 M? 74.1 26,676
Sub-total ' USS 82,176
_ A 82000
3. Construction & a. Administration 250 M? USS 556 USS 13,900 | Interior wiring
facilities b. Shed 360 M? 18.5 6,660 | Lighting
Sub-total ' US$ 20,560 { Elec. sockels
A 21,000 Water supply,
discharge, &
hygiene
factlities
Fite
extinguishers
4. Other works a. Fences,gates -
b. Water drainage 137 M Uss 67 |USE 98
pipes
(6" steel pipe) _
Installation 137M 7.5 2,398
c. Water supply pipe PITM 19 260
(432)
Installation 137 M 56 - 761
d. Commiunications
facitities I set 5,556
(Switchboard})
Installation I set 1852
¢. Simple water
© trealment
facilities
Incinerator | set 1,852
Water collection
fank
Soakage pils
f. Water pump -
: Installatio
5. Design & Subtofal US$ 13,603
administrative A 14000
expenses Total US$145,000
Expenses x 15% Us$ 22,000
Grand Total US$167 000
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Table 7-11 Construction Cost Breakdown for Nanyuki R.LD.C.

222

Work Type of Work Atea,_ﬁléenglh Unitcost ~ | Amount Remarks
1. Civil engin¢ering a. Land grading 7,700M* | USS L1 | USS 8470
b. Roads T20M? 18.5 13,320
¢. Paving 1,294 M? 74 9576
d. Planting 711 M? i3 Lo
Sub-total US$ 32,290
_ _ A 32,000
2. Construction a. Administeation 250M% | US$2220 | USS 55,500
b. Shed 360 M? 74.1 26,676
Sub-total US$ 82,176
. & 82,000
3. Construction a. Administration 250M? lUSS 556 | USS 13,900 | Interior witing
facilitics b. Shed 360 M? 18.5 6,600 | Lighting
Sub-tofal US$ 20,560 | Elec. sockels
A 21,000 | Water supply,
discharge, &
hygiene
Fire
extinguishers
" 4. Other works a. Fences, gates - _
_b. Water diainage 120M Uss 67 |USS 384
pipe :
(06" sleel pipe)
Installation 120 M ‘1725 2,100
¢. Water supply pipe | - 120M 19 228
($32) ‘
Installation 120M 5.6 672
d. Communications I set ' 5,556
- facilities
(swilchboard)
tnstatlation 1 set 1852
e. Simple watler
freatment
facilities
Incinerator 1 sel 1,852
Water collection
tank
Soakage pits
f. Waler pump -
Installation L
Sub-total USS 13,064
14 13,000
Total Us5148,000
S, Design& Expenses x 15% Uss$ 22,000
adnministrative : ’ C .
expenses
Grand Total US$170,000



Chapter 8

Economic Evaluation of Industriat Estate Development

The economic evaluation of the industrial estaie can be made from two aspecls.
One is the effect of the industsial éstate on the external economy, i.¢. an evaluation based on the
standpoint of the national or regional economy. The other evaluation is from the standpomt of
the proﬁtabrhty and cost-and profit analysn of the industrial estate.

8-1 Evaluation from the Standpaint of the Natlonal and Regionat Economics
" In consideration of overall government industrialization policies, it is expected that
this project will have many good éffccts on the national economy including correction of the
unfavorable balance of payments, increased employment, improved incomes and technical advances,
A quantitative evaluation of the development of an industrial estate for the small-scale industries
which were the subject of this survey has little significance from the standpoint of the national
economy. Ifan evaluation is made, it is synonymous with describing the suitability and rationality
of government policy. :
(1) Economic modernization and creation of nwesﬂnem opportunities for Africans
with Kenyan sationality .
Most of the modern industrial ficlds are controfled by Asians who do not have
Kenyan nationality and the fostesing and promotion of small scale industries will
gradually shift industrial contrel into the hands of Kenyan citizens and aid in assuring
- their economic independence and seif-sufficiency. -
(2) Correction of the imbalance belween urgan and rural areas
The modern monetary cconomy is centered in the large cities and in the agricultural
areas, the self-supporting, self-sufficing non-n1011étary economy remains to a great
extent. This has created an imbalance in econotic growlh power and inconie
opportunitics. Industrial estates and R.1.D.C. activities in rural areas are expected to
{1) promote economic modernization in agiicultural areas, (2) expand employment
opporslunities, (3} promotion of agricuttural modernization and rationalization, (4)
a correction of the imbalancebetween rural and urban areas and {5) a check on exces-
sive urbanization of the population and the large unemployed and semi-unemployed
pepulation of the urban areas. :
(3) Added values increases by the effective zmhzauon of regional resources
The establishment of industrial projects which will effectively utilize the resources
as industsial raw materials in rural regions where raw materials are shipped outiside
the region or exported to foreign countries will increase the added value of the
resources or primary products with respect to both the nationat and regional economies.
This will have major c¢ffects on the national economy especially in cases where ex-
- ported industrial products will be reatized on the basis of the rural resources.
(4) Protection of consumer beucfits and economic welfare -
In the casc of regional economy, the range is smaller than in urban areas and the
establishment of markets for industrial products and supply to such markets is mainly
by impeorts from foreign countries or shipping in from other regions, especiatly urban
areas on the one hand and dependent on supply by locat manual industries in the case
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of fractionated local markets on the other hand. In the case of such market formation,
conditions often atise where consumers are burdencd with exorbitant prices and they
must purchase inferior products with no chance of selection. The foaiéring of small-
scale indusirics and rationalization of local handicraft industries lead to the pro-
tection of consumer benefits and the promotion of econonsic welfare in such regional
markets. oo . : :

The provision of an industrial basis including industrial estates is necessary for the
establishment of conditions for the realization of industrial projects which will have
the above results. However, the 30 types of industrial projects which are considered
possible to realize by construction of the industsial estate as part of the establish-
ment of an industrial base have already been decided on the basis of a qualitative
investigation of their effects from the standpoint of the national and regional econo-
mies. This evaluation is given in Chaptler 4 but it will be repeated here for each factor
involved. :

Regional economic evaluation factors :

A-1 Industrial projects with a comparatively high employment capacity
Meat processing, starch, carpets, bamboo processing and wood products, urea
resins, pine resin refining, rubber sundries, leather tanning, leather processing _
products, glass sundries, ironworks, agricultural implements, construction fixtures,
electrical parts, plastic processing products, sporting goods, machinery repait
shops. :

A-2 Industrial projects wnth hlgh mu!hpl;ed effects
Domestic animal feed, plant oils and fats, starch, cardboard, tanning agents
(Cr), urea resins, pine resin refining, leather processing products, ironworks,
irrigation equipment, electrical parts, machinesy repair shops.

A-3 Indusiries which contribute to the promotion of other industries such as
forestry, agriculture and construction .
Meat processing, domestic animal feed, plant oils and fats, fermenlatlon pro-
ducts, starch, carpets, towels, plywood, bamboo processing and w_ood products,
cardboard, sawdust fuel, leather tanning, glass sundries, kiln products, iron-
works, agricuitural implements, construction fixtures, irrigation equipment,
valve products, plastic processing products, machineey repair shops.

Nahonal economic evaluation factors

B-1 Industries with a high added value
Domestic animal feed, plant oils and fats, !'ermentahon products, carpets, ply-
wood, bamboo processing and wood products, cardboard, tanning agents (Cr),
pine resin refining, sawdust fuel, rubber sundrics, leather tanning, leather proces-
sing products, glass sundries, kiln products, agricuttural mlplcmcnts sportmg

. goods, machmc:y repair shops

B-2 Industries with high foreign currency accumulahon effects {export oriented type)

Starch, carpets, plywood, pine resin refining, leather tanning, sporting goods.
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B-3 Industries with hlgh foreign currency conservatlon effects (import replacement
type) :
Fermentation products; towels, bamboo processing and wood products, card-
board, tanning agents (Cr), urea resins, pine resin refining, rubber sundries,
" leather processing products, glass sundries, kiln products, ironworks, agricul-
tural 1mplements, construct:on fixtures, irrigation equipment, vatve products,
: electncal parts, plastic processmg products

~ Next, the concepts. concerning repayment of investment and operatmg costs with
respect to the earning from the work shop rental fees will be established for the R..D.C. but, as
has already been described, the industries for the R.1.D.C. ate alf small companies with little capital
above that needed for entering the industrial estate and since the role of the R.ED.C. is to foster
such companies, the evaluation of feasibility will have to be made from the standpoint of social
development. This will have to be achieved by longer-term, fower-interest financing than the indus-
trial estate. - Actually, technical and economic cooperation grants have been made to the Kisii
R.ED.C. by S.1.D.A., to the Kakamega and Nyeri R1.D.C. and the Machakos [.P.A. by the DANIDA
and to the Embu R.LD.C. by NO.R.AD. S.I.D.A. is also aiding the Kisumu industrial ¢state with
a grant for cooperative facilities and T. S.C. project expenses (covering 30% of the site construction
expenses). Therefore, in the Nyeri set-up, it is desirable that the basic cqunpment for the R1.D.C.
(including the LP.A) apply a gratis cooperation system. K

However, concerning the company machinery and equipment investment and operat-
ing cost financing among R.1.D.C. activities, the objects of the financing are petty or smatl scale
companies and it is necessary to procure as much long-term, low interest funding as possible. How-
ever, if only advisory services to arouse funding deinands are attempted, it will be possible to
devetop financing activities with the possibility of sepayment. In this case, the source of long-term
low intesest capital is not so abundant in this country where the capital supply system such as
G.1.S. or G.S.1.S. is not improved yct. Therefore, the source of capital will have to depend on
foreign aid.

32 Economic Feasibility of Industrial Fstate Development Work
The economic feasibility of this work has been evaluated by the N.C.F. methed in
which the work profit is based on the hypothesis of a single entesprise underaking the industrial
estate construction, maintenance and management. This evaluation method is characterized by
the fact that it determines if work management with sound financial aspects is possible in ac-
cordance with the annual cash flow. Since the actual management system can not be established,
a sensitivily analysis is attempted on the basis of hypothctical conditions and the ways of achiev-
ing sound work management aré investigated. .
N7 FPrerequisite conditions
e  The project life of the industrial estate wull be 50 years
+ T he elenients forming the cash flow will be as follows:
A, Outftow
a. = Construction costs of mdustnal estate: 2 cases, ie. US$] 550,000 and
.. US$1,317,500
b. Financing of companics !ocatmg in lhe estate (mauhmery purchase): 2
cases, i.e. US$1,000,000 and US$1,500,000
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¢.. Administration costs: 3 cases, i.e. US$56,000/year, US$48,000/year, and

US$0/year
d. Repayment of prmmpal and interest of long-term Ioan

A-a The Conslrucllon construction cosls in a. will be all paid in the first year of site

opeiation. :
A-b The financing oflocatmg compames in b. will be disbussed in accordance with

the tempo of companies entering the estate. The locating of companies in the
~estate will be completed within 3 years Three cases of this tempo are projected
as' shown in Tab[e 8-1.

Table 8- Tempo of Companies Locating ou the Site

) ist year 2ad year 3rd year 4th year Sth year
Case 1 O 10% . 25% 45% 0% 100%
Case 1 _ 20% © 40% 60% - 80% 100%

Case lHI 36% C55% 5% 90% 10G%

A-c The managenient expenses will be the total expenses calculated from the first
year of operation. There are three cases: US$96,0600, US$48 000 or no ex-

penses annually.

B. In- ﬂow
a.  Leasing fees for standard sheds: Accordmg fo lhc K.LE. leasing feé calcu-
lation method, these will total US$169,800 (US$32.6/m?) when the oc
“cupancy fate is 100%. Housing leasing fees are at US$25/m? Jycar.
b. Machinery leasing fees from locating companies (According to the amount’
- of equipnient purchased). :
¢. Income from long-term loans (aceording to credit demand).

B-a Shed leasing fees will be proportional to lhe occupancy rate.

B-b Machinery purchasing costs will be paid in full by the K.LE. when the company
locates in the estate and the company wilt I¢ase the machincey. The leasing
conditions will be an interest year of 8% annually with a repayment pcnod of
eight years for the principal and interest {one year deferment).

B-¢ In the case of the long-term loans, the toans will be made when the sife ¢on-
sifuction and machinery purchase costs arc both paid.

C. Loan conditions - - : ‘
C-a There will be 4 cases for interest: 2.5%, 3.5%, 4.0% and 4.5%.
C-b There will be two repayment cases: 20 years and 30 ycars with a five
year dcfcrment

(2} N.C.F. calculation :

'In accordance with all of the above conditions, the annual net cash flow (N.C.I7.)
was first calculated as shown in Table 8-2. Table 8-3 shows the ca!culaixon results for 35 cases.
The symbols at the top of Table 8‘2 are as follows: .-



LD: Loans RF: - Shed leasing income

RM: Repayment of machinery and operating eXpenses by locating companics
RE:  Total inflow (LD + RF + RM)

CC: - Construction costs

EM:  Machinery purchasing costs-

OE:  Management costs

TA:  Loanrepayments . .

EX: Total outflow (CC+EM + OE 4+ TA)

AB:  Annua! balance

CB:  Cumulative balance

Table 8-3 shows the resutls of the N.C.F. calculated on the basis of the above condi-
tions with the break even point starting from the year when the estate construction begins. This
shows part of the possible combinations. On the basis of these initial evaluations, a sensilivity
analysis will be made when other cases are successively taken up and conditions changed.

(3) Evaluation of project profitability
Among the previous calculations, No.1 will be taken first as the standard case. The
conditions hypothesized for this case are as follows:
a) Construction costs: US$1,550,000
When the shed leasing fees are calculated by the K.1. E method on the basis of
these fees, they have a basic price of US$32.6/m?[year which amoun(s to an
annual leasing income of US$1,698,000 when the estate is 100% occupied.
b) Long-term loan interest: 4% per year
¢} Repayment conditions: 20 years after a five year grace perlod
d)}  Occupancy rate: Case Il (30%, 55%, 75%, 90%, 100%)
¢) Management expenses: US$96,000/year

Table 8-3 shows the format of the N.C.F. under these condilions calculated for a
S0-year project life. In this case, the cumulative batance goes into surplus in the 4tst year. The
deficit continues for 15 years after all of the loans are paid back.

Wiien the Tund procurement conditions are towered by only 0.5%, the pay-back
period is decreased by only two years as shown in casc No. 2. Even when the interest rate is 2.5%
financing for locating company in the estale is raised to USS$1,500,000), the pay-back period is
36 YCa'rs. When the management costs are half of those for case No. 1, i.e. in'case No. 3, the
cumulaiive balance first shows surplus in the 250h year (cumulative batance goes into surplus
before loan repayment is complckd) If the management costs are procured as special funds and
are not involved in the project profit (cases No. 5 and 6), the figures to into surplus in a short time.

Considering the burden on the companies tocated in the estate, the shed rental fecs
of US$32.6/m? /ycar ar¢ higher than those of existing estates {US$12.6/m? [year for Nakuru,
US$17.1/m? fycar for Nairobt and US$22.5/m? fycar for Mombasa). If the machinery purchasing
fees are USS$ 1,500,000, the leasing fee becomes US$55.4/m? fyear and the company has to pay a
lotal annual teasing fec of US$88/m?. Tl_lis' is high when compared with the average cxpense of
US$61.4/m? in Kusumu and it will affect the profit of the companies enterzing the estate.
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: Tab!_e 83 Résuhs of NCE. Cﬁlc’ulatiOﬁ (Typical examples} - -

Construction s . Management ; fod
Case No. Expensés - R&".“g(}%e"- ' Interest (%) Expcﬁses | Pay -{BYazi:r:’)enod

: Coste00) | T b (S1,000fYears) | - *

KE- 1,5500 . | 1698 4.0 960 | 41,
T2 1,55060 | 169.8 T3S %0 | .39

3 1,5500° | 1698 40 48.0 \ 2

4 1,5500 - | 1698 . 35 - | 480 - 23

5 1,5500 169.3 40 0 g 2

6 1,550.0 169.8 3.5 0 2

7 1,317.5 169.8 .40, | 960 _ 36

8 1,317.5 169.3 35 - 960 34
9 1,317.5 169.8 40 48.0 3

10 13125 | 169.8 '35 48.0 3

1 1,317.5- 1698 - . 4.0 0 2

12 1,317.5 - 169.8 33 o 1

13 1,550.0 144.3 4.0 96.0 A

14 1,55008 | 1443 C35 96.0 A

15 11,5500 144.3 40 - 480 31

16 1,550.0 144.3 1s © 480 29

17 1,550.0 1443 - 40 0 3

18 1,5500 - 144.3 .35 0 2
19 13175 144.3 4.0 96.0 A
20 13175 144.3 35 . 960 . A

21 1,317.5 144.3 4.0 480 27

22 1,317.5 144.3 ' 3.3 48.0 26
23 1,317.5 . 1443 40 0 2

24 1,317 - 1443 3.5 -0 -2
KE—- 50 i,317.5 2080 | 40 . 96.0 24
51 1,317.5 2080 . 3.5 96.0 23

52 1,317.5 208.0 4.0 480 3

53 £,317.5 208.0 3.5 480 3

.54 1,375 1820 4.0 96.0 31
55 1,317.5 1820 3.5 © 960 30
56 1,3175 - 1820 40 48.0 : 3
.87 1,317.5 1820 35 48.0 © 3
58 1,375 . 1560 4.0 96.0. - 44
59 131750 | 1560 .35 96.0 41
60 1,317.5 1560 - 40 . 480 R
61 13175 1560 3.5 43.0 ° 23

22



If the lea'si'n'g fee is lowered to US$25/m? fyear (cases No. 13- 18) and the tolal
management expenses are calculated in the project payments the cumulative deficit can not be
ovércoine within the 50 yeass of the project life. Even when the management costs ate halved,

a pay-back pcnod of 2931 years is required. Thre is also no change when both the construction
¢osts and leasing fees are lower snmullaneously (cases No. 19-24). If the construciton cosis are
cul by 15% and the compames must pay a high leasing fe¢ of US$¢ID]m2 [y<ar, profits ¢ can be
obtained in 23—24 years even if the total management costs are paid (cases No. 50— 53). There
are also cases where the leasing fee is US$3SIn12Iyear as tn cases No. 54—57, and US$30/m? fyear
as in cases No. 58-61. .

As was described previously, increasing the leasing fees makes the profitability of the -
industrial estate sound but this places a heavy burden on the companies locating in the eslate and
this goes against the promotion of industrial projects. These make it difficult to évaluate the
econoniic feasibility of the Nyeri industrial cstate, which has the aim of fostering small scale
industrics in an agricultural region.

For reference and separate from Table 8-3, Table 8-4 shows the pay-back periods
required for typical cxamples among 80 cases when a response analysis was performed by changing
such factors as shed leasing feés, fund procurement conditions, occupa'ncy rate and management
costs with the machinery aiid operating expenses for a company entering the estate sel at
US$1,500,000. The results were the same as in the case of previovs analyses. Bul only in the case
of the occupancy rate was there a case of more favorable condition in Table 8-3. However, in
Table 8-4, an effect on the projecl balance could be seen aceordmg to the location tempos. Asa
result, it is evident that the threc different location tempos have little actual effect in accordance
with the prercquisite that the estate becomes fully occupied in five years.

The LR.R. obtained for reference for cases No. 21 and No. 60 in Table 83 was
about T%.

Irom the above results, it will be necessary for the shed and machinery leasing fees
to be reduced to make the estate profitable and lighten the burden on the companies locating in
the estate. The K.L.E. headquaters or the Kenyan government will have to assume most of the
burden for the management costs. For cxample if the shed leasing income is US$130,000 at
100% occupancy, the interest rate is 4%, the pay-back conditions are 20 years with a gracc period
of $ years, the occupancy tempo is 10%, 25%, 45%, 70% and 100%, and the management costs are
US$48,000fyear, the cumulative balance will be in deficit after 40 years and the company burden
will be leasing fec of US'MSIm2 Iyear which is not too much hlgher than the US$22.5/m? fyear
for Mombasa.

Finally when excellent industrial projects are estabhshed via R.LD.C. services in the
arca of ils authority, capital demand is created, and R.LD.C. financing activitics become flourish-
ing, profitability can be questioned, but the su pply of basic services for the fostering of a good
cconomic environment, the fundamental aim of this work, must depend on government assistance
or grantis foreign aid. However, as was pointed out in the previous chapter, the creation of a high

tevel of benefit by the effective utilization of public funds can be considered on the ¢conomic,
-personned and organizational foundation supperted by R.A1.D.C. acuvmcs in the project accounting
system of the Nyeri District as a whole.
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‘i‘ab_lg 84 Results of Sensiﬁvity Analysis

Shed leasing
FEES
{31,000)

Interest

(%}

~Léan pay-
back period
(yeatrs)

Oécupancy
- tate

(%)

PAY-BACK PERIOD

Managemént costs

55 (51,000)

0 .

80 [ 48

130
{USs
25{m? fyear)

25

20

Casel - -~

14,25, 45,10,
160

Casz I}
20, 40, 60, 80,
100

Case 111

30, 55,75, 90,

79

75

77

- 3

30

100
S |
|
Hi

90
88

92

40

20

!
H
H

65 | 40

30

1
i
Il

4.5

20

H
it
Hi

30

i |
i
i

169.8

(KIE cal-
culalion
method)

(US $

25

20

i
I
I

30

I
il
1]

80 | 40

32.6/m* [yean)

4.0

20

i
[H
ifl

37 | 28

30

I
i
i

a6 ] 33

45

20

I
I
113

30

1
I
1H§

\
i .

1800
190.6
200.0
2100
2200
225.0
2300
2350

45

30

Note) Pay-back period indicates the time when the cash balance changes from deficit to sucplus.
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