In D859 the Unitea Nationg!

an intevest ip the Mariskani Milk Scheme, ang Suggested that
they shoula Provide new SQuipment §

Lo
loan, +tne ehayment of

S objects,

The Mariakani Milxy Scheme wasg established in 1949

to en

by the Veterinary'Depsrtment

able the disposal of milik
broduceq by Africansg in

the Kwale and Kilifs Districts,

Reconstruetion

the Plant Was handed over

to the Kwale
though the Veterinary

okeraticn,

1or a fee ang then transported

by tne sSindicate +q M ale,

tonbassa Tor s

4, The Specific objects of the Seheme, which werpe
achieved, wers; -
(a) to provide 4 cash income to the beople of the
Hinterland; and
(b) to provide g Cheap, but healthy miix Supply
to Mombasa,
S




Be Advantage was taken by the Government of the
interegt shown by the Uniteq Nationg! Gﬁildrenfs Mund in the _
Scheme, ang o mission was sent out by the Fung in 1960 to |
eXamine the Project in detail,

7o : As g result; a drart agreement between the Fund ang
Govermment has been preparped (Appendix A), Briefly the drart
Provides for the srection of o new'plant; with the Government
Providing the building aﬁd certain of the machinery at g4 cost

of approximately £34, 500 from the Scheme!s Te5erves which are

African District Councils toncerned who, as ig stateq hereafteg
are regarded sgs the owners of the plant, These resepves are

€stimated to pe abproximately £44,000 at the eng of 1960,

B 12,6850, or sbout £06,000 in a11., T4 le expected that the
insﬁallation will bhe completed ang in operation in July 1961,
and repayment, (by way of issues of free millc which will bhe
distributeq by the Ministry of Health & Welfare) will
Commence in July, 1962, and pe completed over g beriod of
eight years, The plant installieq will be the most modern ang
Up-to~date in the Colony. The financigl brospects of the
bProject are get out in Appendix B; and show that the bProject
Will not oniy 'epay ite loan from.U.N;IﬂCoE,Fo but will Tully
derreciate the Plant gt the Same time,
S Some difficulty nas heen BXperienced 1in deciding
the bhest Way to adminigterp Such g scheme, because of’:

(é) Some uncerteinty on purely legal grounds as

to the ownership of the blant which isg



() the rTesponsibilities of +the Government torp

the execution or the bProject, for the loan and

for the distribution of milke It igs not

bPosgible to cslablish a board under local

government legiglation, neither can the

Provisions of the Marketing or African Produce

Ordinance (CAP.184) pe applied if it ig 40 be

€nsured that the Fesponsibilities of the

Government arpe discharged. The formation of

g company woulgd delay unduly the execution

of the project,
9, It has therefore been decided, afterp consultation
with the Provineial Administration and with the agreement of
the African District Councils, that responsibility fop the
Scheme wil] be re-assumed by the Government sng that it wilq
be administereqg by the Ministry or Agriculture with the
aséistance of an advisory‘board, the composition of which ig
given in Appendix A, on which local views will be fully
represented, At the eng of the period of loan Tepayment

af'ter which the Government’s direct reg onsibilitieg would
P

creation of o board op COmpEny on which local interests would
be represented,

10, The Government Now intends to Proceed to enter

into an agreement with UoloT.CLE.F., on the lines given in

Appendix A,

Ministry of Agriculture, Animal
Husbandry & Water Resources,

NATROBZ,

19th DGCGH@GP, 1960,




PLAW OF, OPERATIONS
MARTARKANT MTIx SCOHEME, KENYVA
T poialll, KENYA

UNICEFR/BAAD
NATRORT
3rd June, 19460,

g The Government of Kenya, hereinafter referred
- 10 as "the Government”, the Tnitegd Nationg! Children's
Fund, hereinafter referred to ag "UNICERY, ang the

Food ang Agriculture Organisation of the Uniteg Nations,
nereinafier referred to as "FAOQM,

Being desirous of cbbaining mutual asrecement
Concerning the eXpansion angd development of g milk ‘
brocegsing bProject in Mariakani, Coast Province, Kenya,
particularly With reference G0 The PUrposes of the
project and the Tesponsibilities which shall he

aseumed by each of the barties,

Declaring +hat Thege Tesponsibilities will
be fulfilled in a gpirit of friendiy Co-operation,

HAVE AGREED AS POLIOWS :
ARTICLE T

The Basic Agrecment conciuded on 7in October
L1953 between the Government - of Grest Britain and
Northern freland ang UNICEF, and the Basic Agreement
concluded on 254h Avgust, 19531 between the Government
of Greagt Britain ang Northern Irelana and FAO, provide
the basis for the relationship between +the
Government and the Co-Operating parties in +thisg project,
The Articleg of this Plan of Operations shall be
interpreted in the light of these Basgic Agreementsg,

ARTICLE IT
ket g

The Gﬂverﬂment, with the assistance of
UNICEF gng PAC, has the following objectives in
relation to thig Pproject.

1. Liong-Term Objectives

(a) 7o develop & safe ang cheap milk supply and
improve the nutrition of the neediest groups
of the popalation, especially of mothers and
children;

(b) 4o promote a sound national policy of milik
improvement baged on lmproved anims]
husbandry, increased production, improved
nandling by adequately trained bersonnel,
and guality control of milk Supported by
suitable legiglation,

2. Immediate Objectives

(a) To implement ang expand the Government!'g
millk policy within the districts of Kilirfi
and Kwgle sng Mombasa;




(¢) +q develop apg ©xtend fros gng Subaidigeq
distribuﬁion OF mijyk and milxk Powde
the‘Mariakani Plant +4 Pre-schon] and
Schoo] Children ama

o there through;
(1)

Centrg] an

d locgl S0ve
Ospitalg

Tment institutions,
and Centres;

voluntary educatiomal and Socig]
AgencieS;

uneii Repre
Ouncijy Repreg

y Kwale
Provincial

Kilifq
v Kwale
gt Syndicate

aominateg DY the

Tinary Officer.

(e) Shall g the following;
(1) Enploy ap effic
direcy the OVergly

lent axea
ariakgni Scheme.

Cutive staff tq
“Perationg 0f the

ement g and
and enforoement.

he Cverall Price g
, through a :
“onducive ¢

C the Promot;
8 whole,




(vi) Sponsor and Promote training of person@el
for animsl hasbandry, dairy management and milx
plant Operation,

(vii) Change +the OPErating principles whioh
have eXisted%Bretofore and to purchase and own
milk ih order to fulfrily its commitments o

(viii) Promote gng establish = producerg!
Co-operative 4if such an Operating procedure
appears‘desirable.

ARTICLE ITT
gy L1l
Plan of Action

. The Government from the Scheme ' g accumulstegd
Tt8erves fung Will erect all new tuildings reguired for
“he enlarged Plant ang Wwill purchase stuch esgsentig]
JQUipment gg ig requiregdg subject to the understanding
that the Tirst charge on the reserve fund shall pe the
hzintenance of the working capitgl 28 required under
vara. 26 of 4hpig agreement,

2. During the flush Season, it is expected that
the Mariakans plant wiij handle~approximately 20,000
litreg of milk daily, Of this, about 10,000 litres will
be liguig whole milk which will pe distributed ip bulk

other milk Utilisation will be €Xplored in Mombasa, .

and shoylg Such a demang appear to exist, +the Government
will consiger introducing any necesgary legislation
authorising and Sricouraging +the controlled sale o
distribution through health institutioms of such Jow-

Jistribution
4, Beginning after the first fuli year of

operation of the enlarged plant the Government Wwill
Provide for g period of § years, liguid mily and gskim
Lilk powder for free distribution through Government,
African District Council or Voluntary Agency chamnels,
in accordancs with a distribution plan to ne establiisheq
n a yesrly basig by the Government, The Juantity

PEX annum will equal the value of abouy 1049 . the

The average retall price of whole milk 3,59 fat in
Mombagg during the JEAT 1959 wag four shillingg
ber gailon.,




wwwww V4oLvne UNLURF egquipnent, haged for'skim
Milk powder on the yearliy Bverage wholesale price in
£enya. ang for liquid mily on the sctual cost price ex
Mariakany Dairy, This cost Price to be established
=S indicated 1g Annexe T, It is anticipated that
2dditiona] quantitieg of millk may be burchased by the
Municipality of Mombasa? and other Sovernment ang
Lirican District Council bodies, for expanded free or
sUbgidigeq distribution,

Milk Scheme at cost price providing mijy is not available
More Cheaply elsewhere, The Muanicipa] Council hasg set
aside a gum of £5,000 for this PUrpose for +pe year 1960,

7. Upon Completion of the 8-year periog of

free distribution, the Government Will, within the
inancial limits of the Scheme, Congider the Possibilitieg
of Providing up tq 30% of its output of mily productg

at cogt Price o Government, Local g0vVernment op voiuntary

Agencies fop free or Subgidiseg distribution. The -

Government will, subject to budgetary possibilities,
continue these distributions To mothers and children

through the school feeding ang M.C.H, Serviceg,

Pricing

8. The price Paid to farmers for raw miix ang
the price at which 1t will pe sold to retailers after
being Processged gt the plant wWill be determineg by the
Governmentq

milk shall be sold for free Or subsidisgeq distribution
to nothers and childrer,

Training

in Mariakany making thege Students eliginia for

aDpropriate employment With the Kilifi ang Kwale African
Pletrict Councilg’

11, In addition, refresher Courses will pe

Srranged fom veterinary scoutsg already employed by the
111ifi ang Kwale African Digtrict Councilg,



owevos LialS0N Wlll be maintained between
the Centre and the dairy plant so that fullest advantage
for training can be taken of these practical demonstraltions
both of animal husbandry and of dalry plant operation.

13, On a territorial seale the Government will
develep and co-ordinate its national milk policy. through
the medium of the Kenya Dairy Board., Thig will cover
progressively all aspects of milk production, processing
and distribution, including prices and standards of
mille,

Target Time Schedule

14. The Goverrnment, UNICEF and FAO will, ag far
28 possible, meet the Tollowing $ime schedules—

Slgnature of plan of operations by Government
UNICEF and FAD Januvary 1961

Start of new buildings October 1960
Preparation of contracts

by UNICEFR October 1960

Bulldings ready to receive
equinpment March-April 1961

Installation of new
equipnent ' April 1861
Plant to start expanded

operations July 1961

Revayment distribution to
start July 1962

Administration ana Asgignment of Respongibility

15. The Ministry of bgriculture, Animal Husbandry
and Water Resources will assume the overall respongibility
for carrying ocut the objectives of thig plan of

operations and the Ministry of Health will provide
technical COo-operation and agsisbhance in carrying out

the plan.,

Reborting

16. The Government will keep UNICEF informed of
the progress of the project and, in particular, will
forward in duplicate to the UNICEF area oifice in
Kampala the Tollowing reportg:—

Ruarterly progress report covering building
congtruction and plant erection,

Uperational reports twice yearly including
guantitics and prices of dairy products
bProcegsed,

Quarterly renorts of free and subsidiseqd
milk distribution.

.JL_.'".“_“;;L_?:_L_-W'_._..A..‘ S



ARTICLE TV
Semmwnlh AV

UNTCER Oommitments
= Y Ommltment g

17, UNICEF will Provide within the limits of funds
allocated fqr this PUrpose by itg Executive Boarg the
followimg Supplies ang €guipment s~

Heception eguipment
Refrigeration equipment
Pasturisatiou vlant
Centrifugal clarifiers/geparators
Bulx storage Tanks

Butter churns

Ghee plant

Milk powder equipment
Laboratory equlrment
Yoghourt eGuipment

Field Cooling units
Boilers

18. These supplies Will be delivereq by UNICEFR
&l the end of 3hip's $ackie at the port ofF Mombasa,

PTovision of the Supplies ang equipment listed ang net
to the egtimated dollar valye thereor,

20. Title of 11 Sguipment provided by UNICEF will
remain with UNICEF until the miik Conservation Plant in
Mariakans brovided for herein ig in full operation ang
the installstion hag been inspected gng found to be

Title 4o 1he Government UNICER will, nowever, continue
To maintain a technical interest in the plant during the
lifetime oF this plan of ObPerations with respect to the

ARTICLE vI
et VL

Commitments of the Government

PTOVigion of g1 bersonnel], Laterial, Supplieg, equipment
and financing necessary for the €xecution of thig plan
Of overstiong EXcept as provigeqd by UNICEFR 28 specifieq




e L TUULCING 1temg

24,
bProvision

(a)
(b)
{c)

(a)

(e)

(£)

25,

The Government Will provide op ensure the

of':—
Lend for the site of the eXpanded plant;
suitable buildings to house the new equipment;

generators and other blant equipment no+
provided by UNLCER, ;

labour, materials angd Supervision for installing
all servicesg including steamn, waler, sewage,
electrical bower andg lighting;

Lecessary work Surfaces for the plant site such
as roads, levelling, fencing, ete,

erection and installation of‘equipment, including
edulpment provided by UNICEF, and Ioeal

living cogtbg of erection SURErvisors provided

by UNTCEE, ;

sufficient +o Cover pogsible logges during _
the dnigial Period of expanded operationg until
the plant g trought into full production.

,Hecurrimg ltemg

The following shall he Congidered gs integral

parts of the bagic Oberational costs of the plant;

(2)

(b)

(c)

26.

the carrying out of itg commitmentg contained in this
plan of Operationg,

27,

cfpendable items required for the OpPeration of the
plant, replacement parts for equipment gnd unforeseen
contingency 1tems,

of this broject, with g certified statement of actual
exXpenditureg incurred in the operation of this bProject,.

the maintensnce of working capital at the level]
reguired for meeting normal and unforeseen
Unning expenses throughout the fiscal year,

The accumulation of reserves for depreciation
and replacement of €duipment, vehiclesg,
bulldings ang octher capital aggetg,

Punds for normal growth ang eXpangion of ;
fadilitieg,

The Government undertakes +o assure fundg for i
n ut i

The Governmen+t will facilitate the import of

The Government cgrees to provide UNICEF,
of each of itq fiscal years for the duration







UNICER Commitments
o v ONml thents

L7, UNICEF will brovide within the limits of Ffunds
allocated for this purpoge by its Executive Board the
following Supplies angd cQuipment: -

Eeception equipment
Refrigeration egulpment
Pasturisation plant

Centrifugal ¢larifiers/separatory
Bulk storage tanks

Butter churng

Ghee plant

Milk powder egulpment

Laboratory equipment

Yoghourt egulpment

Fielg cocling units

Boilers

(See Annexe TT for detailed Iists).

18. These supplies will be delivered by UNICEF
at the end of ship's fackle at the port of Mombasa,
Kenya, '

15. The UNICEF commitment pertaing only to the

Provision of the Supplies ang equipment listed and not
to the estimated dollar value thereof,

Operating satisfactorily in execution of this plan.
At that fime UNICEF will arrenge to transfer title
title to the Government. UNICEFR Will, however, continue
to maintain g technical interest in the plant during the
lifetime of this plan of Operations with respect to the

execution of the plan,

ARTICTIRE v
e Y

FAQ Participation

ARTICILE VI

Commitments of the Government

23. The Government will provide or ensure the
Provigion of z11 bersonnel, material, supplies, equipment
and financing necessary for the execution of this plan

of operations except as providea by UNICEF as Specified
in Articie IV, -




o

Minimum equipment re
Dairy to handle on

SECTION T

AT T ACEME N T IT
e e T IT

.

Reception

Pasteurigat

Tankg
Refrigeration

Milk piping,

Lah.,

Steam boiler
Diegel generators

Installatson

TOTAL

SECTION IT:

Ghee
Cold

quirements fo
1y bulk pasteur

lon clarification

can filler

freight - 10%

equipment plus Treight
Polythene pracking
store refrigeration
Degasser
Transport

TOTAL

T re-equipping Mariakani
ised milk angd ghee.




Do

If possible to be supplied by UNICEF:-
2,000

1 degasser Z
Extra lab. equipment A 2,000
Cheese vat - 2,000 litres g 2,000

Transport:

1 Tand Rover )

A1 ton pick up truck) 5,000

i
£ 11,500
# 1,150

Freight - 10%

TOTAL 2 12,650

B. Scheme Investment

y I. Buildings sebe. £20,000 = 2 56,000
£ IT. Electriczl fittings) C -
piping, etfc. ) £ 6,000 = # 16,800
LII. Tdesel generators, o
2 % approx.120 Kw. £ 7,500 = £ 21,000
IV. 2 polypack machines £ 1,000 = g 2,800
£34,500 = Z£100,000 approx.
Mechanics subsistence Allowance : 2 750

Contingency allowed for by trading
in existing diesel engines £2,000

Depreciation and loss of interecst
on thig capital:-

- 4% on £20,000 = £800
" 10% on £ 6;000 = £600
15% on £ 7;500 :£1;125
30% on & 1,000 = £300

Average interest
logs 2% = £690
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A,

APTACHMENT 1

Equipment proposed to be supplied by UNICET:

1.

10.

11,
13,

Receptkon:

Dump tank -~ 2,000 litres )
Can washer - ¥ per minute
Drip Tray

Roller conveyors

Pasteurisation:

Pasteuriser - 5,000 litres/h.
Clarifixator

Separator

Steam chest

Cleaning unit

Storage tanks:
2 x 10,000 itres )
L x 5,000 litres )

Refrigeration:
2 x 90,000 k.cal/n
Milk piping and Can filler
lab., equipment
Drying equipment; 1600 litres/nh.:

Preheater plus pump
Milk piping

Balance tank
Condensate pump
Roller grinder
Knife grinder

Butter/Ghee equipment:

Cream vessel - 2,000 litres
Churn - 500 litres working
capacity

Cream pump
Ghee pot ~ 500 litres

Yoghurt processing vessel -
2,000 litres

Celd store refrigeration — 9,000
k.,cal/h,

Steam boilers, 2 x 80 H.P.

Field cooling

Total
Freight,
10%
P.M. Installation
L L

g 8,000

£ 19,000

g 9,000

2 186,000
g 6,000
g 3,000

& 18,000

£ 8,500

# 2,500

£ 3,000
£ 18,000
£ 8,000

5121?000

# 12,100
g 4,000



NOTE

Sy
TOTAL: 284.9

Cost brice pasteurised milk
Delivery and general cogts

Cost price Mombasa
Propoged selling price

- Margin

267,67
31

298,67
300,00
1.33

cts/gallon
ots/gallon

cts/gallon
cte/gallon
Cts/gallon




B. Costs on drying per gallan in cents:

Depreciation,
interest

Preprocessing of milk (steam
labour, milk

electricity, water,
losses,’maintenance,
Drying steam
Drying electricity
Drying labour
Drying packing (vags)

Drying maintensnce eto,

amortigation loss of

C. Cests on ghee ner gallen in cents

Depreciation ete.

Cost of packing in tins

Steam

Lzbhour

Blectricity
Maintenance and Water

D. Bxtra cogts for packing milk:

{(over pasteurissd millk)
in cents mwer gallon

Pelythene
Depreciation, ete.
Labour

Operating cold store
Maintenance

field cooling 17.7
18.8

2.4

3.4

4.5

2.0

Tetal 1.3
3.7

4.5

0.5

3.3
0.15
0.85
Total 18.00
42,4

19.0

2.5

3.0

2.0

Total 6.9 = 70 cts/gall.

|

REVIEW OF OPERATION TN MILLION

CENIS

L. Pay to producers:
1,100,000 at 150
gall. cts. = 165

g

2. Costsa: Processing
Pasteurised milk
90C, 000 x 60¢(
gall, ctg, = 54

3. Cests: Processing ghee
and milk Powder
200,000 x 100

gall. cts. = 20

4. Pay to Trader:
900,000 x 51 =
200,000 x O =

33.

Cost price pasteurised milk
900,000 x 267.07
zall. cts. = 240,9

Selling Milk Powder
(200,000 galions)
150,000 x 120

1bs. cts. = 18
Selling ghee
(a5 42
80,000 x 325
pounds = 2b




—o_

TPhis is %0 be distributed as followgs—

On pasteuriged milk £8,500
On drying £2,500
Orn ghee/butter £ 800
On packed willk £ 250

£12,050

C. On g 100,000 Scheme capital:

Per vear £3, 515

This to be distributed as followgs:—

On pasteurised milp £2,000
On drying £ 750
On ghee £ 65
On packed milk £ 700

£3,515

D. Capital cogts Per year per gallon ef milk 4in cents

On pasteurised milk: 23.3 on 900,000 gallons

On drying: 32.5 on 200,000 gallonsg
On Ghee/Butter: 8.7 on 200,000 gallons
On packed milk extra :

over 1: 19.0 en 10C,000 gallons

PROCESSING COSTS

A. Costs +to Tocess pagteurised milk per gallon in centg:
P g

i . 1.

-1 ST L 1N
- » L

Depreciation, amortisation

and loss of interegst 23.3
Maenagement 6.7
Administration 7.8
Milk Losseg 5.0
Steam, ¢lectricity, water

and labour : 8.7
Haintenance, detergents,efc, 3,0
Field cooling on 20% of

milk 1.0

Total ..... 55.5
Allewance 4.5

60.0 ct/gall,



NOTES TN CONNECTION WITH THE PINANCIAT, OPERATTON

OF THE PROPOSED NEW MARTAKANT MIIK PLANT

L. Capital investment to congbruct and equig
4 medern millk processing plant at Mariakani (Kenya ).

ZLAND SPRCIFICATION:

‘The Plant to handle, initially, 5,000,000
litres (1,100,000 gallons per year) with = daily
intake varying from 10,000 - 20,000 1itres per day
(2,200 - 5000 gallons per day).

Allowance is Provided for cergency intake
of up to 30,000 Litres (6,600 gallens) per day,

Initiaily +the millk +o be processed into:

(a) 800,000 gallons pagteurised milk (bulk
despatched),

(b)  Packed pasteurised millk (100,000 gallons)
polythene bags (if +thig type of packing
proves to be suitable).

(¢} Yoghurt ang white cheeges if degirable.
The seasonal milk surplussegs, initially

200, 000 gallong, to be Processed into ghee, butter
and milk pawder.

]

in

The design of the bullding allews for Tuture

exftensiong,

Biguipmant for trialg on milk cooling on the

intake routes, with the object of improving the milk
quality and extending the miik intake is inciuded,

INVESTMENT :
S A

I

UNICEY approximately; £ 150,000

£53,570

Dairy Scheme approximately: g 100,000 - £35,700

For details see Attachment T,
CAPITAL COSTS PER YEAR

A, Bagisg of Calculation:
—=mE Yo vEsculiation:

Depreciation on machinery and cquipment

v " diegel generators

n " buildings '

. " electrioals, Piping, ete,
Polypack machincs
fmortisation Unicef capital
Average loss of interest on scheme

capital

B. On 2 150,000 Unicef Capital:
Per year # 33,750 = £17,050

10%
15?
4%
10%
30%
12.5%

2%




”

&

At on.

ARTICLE VIIT

Final Provisions

29, This plan of operations snall come into effect
Upon signature by the parbies and will remain in ceffect
from the start of expanded production in +the plant, it
being understood that the objectives stated in Article
1T remain +the Governmentls permanent objectives with
regard to this rroject, .

30, This plan of operations may be modified by
muitual consent of the Government, UNICEF ang FAC.

DONE IN SIX COPIES IN ENGLISH.

For the Government of Kenya

For the United Nationg!
Childreng! Fungd

At on

For the Food and Agricultural
Organisation of the United
Nations



