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The objective of this paper is to outline Kenya's agricultural situa-~
1he informe

Tanzanwa, Malawih

belng

and Hambia.

policies on national-cbjectives vigz:
(output),
earnings

3
since independence in order to evaluate agricultural pricing'and
y The comparison will be for a model
developed in Zimbabwe to determine the links and trade-offs
from different zgricultural crop prlclng and formal wage employment
empleyment.,

wage policies and in Pgrthular the11 eifect on output and employment.

ticn will be used in comparison with the policies in

income distribution,
Work alrandy undertaken in thage
N

"-\ k3!

food ”elf~uuff101ency and foreign currency .

growth
cnny e bs
collated and used as eV1dence and, whilst it is not ant101pated that
any new evidence will be brought to light for any one country,
. VO

.,..-|'|
hoped that the comparison may highlight some important issues.

information on other African countries.
writer and
Management.

it is

This iz a background paper on Kenya's agricultural sector. The
paper is being circulated within Zimbabwe because we have so little _
‘rice A comprehensive bibliography
is included and copies of documents marked with a star are held by the
Arrangementq can be made to photostat any materlal

which readers may wish to take away.

who generously funaed

-

=8

i11l be available for reference at the Department of Land

I should like to, thdnk the Commonwealth‘Fuhd for Technical Co-operation
irtere

y

scholershlp to enable me to travel to Kenya.
to meet and work with my—counterpdrts in Fast Afrlca has been most

Backgrdund (l)g

Contact between developing countries is 1mportant and the opportunity
ElLo and 1nformdt1v o
Kenya

I
has liwited natural resources and a high population growth rate.
Only 17.5% of the land area (10 million ha) is of high or medlum
annum and 5.5% over 700 mm.
caput.

-less tnun LOO mm per enhum

of GDP at

potentlal arable land with'12% receiving over’ 857 mm-of rain per
of less than 600 mm per annu? glth about 60% of total area receiving
2

Kenya's
factor cost. .

In 1979 this represented 0.6 ha per |

The remeinder of the land area received unreliable ralnfall
wminerd.. ~>+“ntﬂal

limited - currently mining and quarrylng account for less than O. 2%

Although there is scope for exPan51on of the

'1(‘

'\rcry
(1) -

\
’

(2)

from the Kenya Government Cen
. Surveys,

] '
Except where otherwise stated all 1nformatlon and data are taken -
Statlstlcal Abstract

-

Economic
s and Digests of Statistics 1960-1981
The percentuge of high and medlum potential” ‘land glven in the ILO
Discre
the

tral Statistical. Office:
mission report (page 33) is 7 and b, 5 percent respectlvely

pancies were noted in other documents but all' emphasised
scar01ty of land rece1v1ng adequate rawnfall for cropping.
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'flshlng, tourlst and manufacturlng 1ndustr1es, Kenya is going to rely *
"1ncr:*e1ngly on 1nten51f1cabion ‘of agricultural production .to meet
,  the needs of the rapidly expanding ‘population. Kenya's economy, °

© like thst of most developing countries, is strongly dualistic with a

relatively small proportion of the population involved in the formal -
money ecenomy. ' Most of the. people live in the rural zreas and producef

_rrlmuxlly for sut s1stence. ’ n’wxow1ng number are, however, becoming._ -

involved in the modern economy and.the shatre .of smallholder marketea
outnut increased from 20% - in 1960 to 5)m in 197C -(3)
, ] .

-‘.Kenyalc populatlon is growine at ayproxlmctelv AW ner annum which oy

plotes heavy demands on the economy if it rs'vo pruvide increasing
welfare to the maaorlty of the populatlon, most of whom llVe in the

-rural arean.

henya s pOﬂulatlon. Total 14.3 mllllon persons in 1977
“ urban ' S 1”4:m.,,. 9.7% - . C
- smallholders 10.5 m. - 72 9% - -
large-farm sector 026 m. -4 1%
pastoral . ' 0.7 mo . k.74
rural non- , , 1.2 m. 8L 6%
N o rzcultural L C ot ) .
(Sharpley).'

- t

bstlmates of average earnings are glven below for 1974 which is the
only vear for Wthh ‘there is comprehen51ve rural survey data:

. : K&,
sgrlculture. wage workers (average annual earnlngs) 2 340
~ ...+ smallholders (average farm operatlng o2 081
' ‘ surplus).’ . : , ' -
‘Urban¢'1 private sector (average annual earnlngs) €& 084 ' -

_publlc sector (average annual earnlngs) 8 520

i

'Untll the early l°7bs, henya's 1mage of stablllty attracted

substantlal inflows of private capital and the balance of payments.
s1tuatlon was relstively favourable with an adverse balance of trade -

" always being more than offset by net capital inflows (Heyer) The
" 1974 o0dil crisis, however, resulted ‘Th balance of payments difficulties

" for the next few years but a sharp upturn in coffee prlces, continued

. investwment and increased tourist revenue resulted in' a surplus on

current . account of X£24 million,and an overall surplus.of K&£1l2.7
million in 1%77.  The position fluctuated for the next few years and

>thcn fell badly in. 1980 with further .0il price hikes and a large
increase in the volume of wmports resulted in a current account-
"deficit of K£333 million. - The volume of 1mports was hit by the’ .
.neces51ty to 1mport substantlal quantltles of 'maiZe and wheat._< With

primary commodlty prices for Kenya“s principal exports depressed, the

¥

- - ’ ° o . D !

U
\

(3)- There was a brea& in the series in- 1964 and the, 1960 flgure.ls
llkely to be between 10 and 20% underestlmated -
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 The Agricultural Sector and the Economy’
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situation doeb not look promising for the immediate future as terms of
trade are expected to continue to decline and the need to 1mport food
is likely to be present for the next decade. ' : )
Terms of Trade - Ly76 " 100 .
, . 21977 131 ' &

) 1978 105
: 1979 97 L L
S . 15380 89 (sconomic Survey, 1981)

Agriculture accounts for 33, of GDP and manufacturing, the next most
important- sector, accounts for 13%. Agriculture provides employment .
for 3%2% of the nation's formal wage workers and the rural areas
accommodate &35, of the population (70% of the economically actlve)

In 1980 agricultural’ exports accounted for approximately 56% of total

exports and coffee (as the principal agrlcultural export 'and until 1980
the highest export.earner) accounted for 22% of total exports. . In
1977 coffee reprek,no(l Lz gf a2ll- expérts and total agricultural
exports accounted for 70% of the value of domestic exports.« The
international .coffee situation 51gn1rlcant1y affects Kenya's balance of
trade and greatly influences the share of agriculture in total exports°

Coffee's share of, exoort earnlnes varied between 18% (1974) and 43

L (977).

N

- In thé past Kenya has been predominantly self- sufflclent in food

although there have. been’ periodic crises. Kenya is considered to have
the poteuntial. to DQCOM\‘uelf sufficient. but uecrlnlng per capita.food
production in the last two decades has meant tnat Kenya's food problems

are ssrious. An annual growth rate of between 6 acd 9% is required to
achieve maize self- -sufficiency by 1989 and ‘a rate of approx1mately 15%
for wheat flour .(Sessional Faper No. L/81, page 49). ~Unless the terms

of trade were to move unexpectedly in Kenya s favour she will need to
rely on Iood imports at concessional terms or. reduce. other imports
which will oer;oasly affect manufacturlng, commerce and the agricultural -

inputs so necessery for agrlcultural expan51on.

Fer capita GDP in heonya 7% lgoc was &14%0 per annum with average wage,
earnings £611 per annum. hgricultural wage employees earned an

average-£215 per annum but estimates of 1980 average incomes in the

rural asreas are not giver for the un}fOYiﬂdtely 88% self- employed on
household farms. - Cnly &% oi ;the economically ective rural labour force
Were .engaged in prlvate wage - cmployment S :

The Integrated Rural Survey carrled out in 1974/75 ¢1ves estlmates of
household incomes -and populatlon dlstrlbutlon as follows:

4

i

=
fab]
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Kshld = 251 (Lugust 1982)



Average farnm operating surplus' T  s1ok per annum
hverage .income per household (includes £183 per annum
remittances, employment, ete,) ° v -
Per capita income ) \ ’ & 26 per annum
Total number of holdings - ’ 1 483 422
Total rural populatlon'A 10 3ho elo)
Total urban population : ' 1 560 000.
Large farm and pastoral populatlon . 1 56C C00

: 13 299 000

Total population

Py
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Government Folicy Objectives R =

o

The national pollcy obJectlves at lndependence emph351sed pelltlcal
equality, sogial justice and human dignity which were ranked above
_freedom from wan};. disease; equal opportunities and growing per
capita ingomes equitably distributed (4frican Soeialism... page 2). °
In this first major policy statement, Kenyanisation was heavily"
emphasised and the first phase after independence was gearod towards
~this goal. Heyer stated that by 197 :

"Although the government -is not yet eatlsfied with the
performange, the aghievements have nevertheless been
“impressive., . Kenya has succeeded in putting Africans .in
senior positions throughout the government and in the
private seotor at relatlvely low cost in terms of

efficiengy ies Kenya is very sensitiye to the issue of
Afriganisation and the government tries hard to keep the
non-Afrlcan presenge to a mlnlmum 1

The transfer of land from white farmers to local blacks was a. maJor
issue, Some of the farms were bought by phe Government and divided up
for smallholder settlement schemes. others were transferred intact to
black owners. ; -

The First Development Plan (1964-70). in line with the pollcy of
Afrlcan.SOGIAllSm. emphasised Kenyanisation. In 1963/64 taree-
quartess of government spending in agriculture was for land traunsfer

although after 1968 this dropped to less than half.  4verage growth in -

-the plan period~was 6. 3%, Agrlgultural yroduet;on fell short of
targeted output mainly due to peer goffee and sisal rgalisations. .
Qereal -production was up as-a result .of the 1ngreased yields aSSOClated‘
with the 1ntroduct10n of hybrids. '
" The Second Development Plan (1970 74) empna51sed growth and in
partigular agrigultural growth. - The plan called for Government.
expendlture to concentrate on increasing effieieney and agricultural
ineomes. An overall . growth rate of 6.7% was aehicved although
expenditure and emphasis on agricultural development fell short of the
apparent emphasis glven in the development plan. R

‘The Internatlonal Labour Offlce Employment, Incomes and uoulty Mission
. to Kenya acknowledged government's aghievements in Afrlcanlsatlon and .
. growth ‘but were dlstu:bed with the distrlbutlon record. . Their report

! !

-~



(116, p. 106). , The Miksion's principal and most controversial

’

emphasised ‘the very ufgent problem of increasing employment dppoftﬁnities

~in Kenya. The Micsion, roactlng to the Sessional Paper;on African ‘

Socialiem, suggested that there should be no uremdture dlsplacement of
persons with essential, high level skills but that there should be
maximun utdlisation of the skills, experience and capital of non-citizens

. who should be heavily taxed rather than displaced.

“wWith regard to agriculture they suggested that the Tost . urﬂeﬁ:areas were
- intenzification of land use.directed at the poorest sector, the

redistribution of land into small, more labour-intensive farm units -and

. settlement of unused and uUnder~utilised land. The Mission recognised

that government policy would have to be dirveted i

s redistribution
#with growth since the country was so poor that redistribution alone
would undermine the, productive syétém it reliéd on without. making a
significant contribution to easing poverty. - To achieve its aiims the
eccnomy would have to grow at 7% per annws {or 3% per.capita per ‘annum).
With 'a high population growth rate any fa.l in the economic growth rate
would Lave a disproportionately severe effect on per cdblta income and
would significantly delay the attainment of the minimum income target
recommendztion for both increasing employment and. greater equlty was

that government should *talie measures for land to be used more 1nten81vely
by encouraging the subdivision of large farms and the introduction of

a land tax'(Clayton); : o - '

The Government reolled to the lission's reyort w1th a Se551onal Paper on
Employment which accepted most.of the recommendations made in theé report-
and the maper and subsequent development plans placed much greater
stress.on & ucreaslng employment and income distribution. The paper
emphasised that growth and development would be pursued primarily for
the benefit Lf tnose without land or work, pastoralists in arid areas
and of the sma holuers garning less! than £6J per &nnum per household.

The Third Development Plan (1974-78): s‘tresse@ ‘eguality but stated that
ecual Opnortun ities'and not equal incomes, was the .goal. It expressed

'governMenr‘s intention to tackle the serious differeuces in opportunity
"between rural and ur ban areas. A A :

,

‘-The FruItL'D:JJIOPHCHE 1lan (1979 :8%) came after. a dramatic’ decllne in,

Kenya's tuerds of trede: and balance of payments difficulties as a ‘result
of oil ;r‘. stion, and - dintor nutlonal recession. it was reccgnised
that government e}pendlture would have to be cut back but projections
werg still opt-uletlc and equity still received a prominent place -

it is a mejor obJectlxe of the present plan to reduce further the
degres of incguality' (¢

ti Devsloprment Plaun, page 5). Targets were
set at the overaIL sim of alleviating poverty through the creation of
employrment ouvportunities and the- prov181on of basic needs. Food
securilty wao ¢cCO5nl°€d as ‘a Botentldlly serlouo }roblem in the

future. : "

These . targets ﬁraved optimistic and- id 1980 a “'ss*onal;Paper on the
economic prospects und .olicies.was brougit out to revise the targets
4and redirect the pclicy objectives. = The Paper emphasised the
necessity to cut uzack the budget deficit by controlllnb expenditure
(Sessional Faper: /50, page 11} and improving fovenue collections.
The' rvmts would no lon[\r alm at 1ncrea81ng ner capita social - and




4 economic.services but at. ”maintaining the per Cabité availability of-
services, and to improving distribution throughout the nation'™"
(Sesglonal Paper 4/80, page 14). . Greater incentives were to be given
to the private sector to expand social andeconomibsérvices.~ -Growth,

- emphasised for both agriculture and ilndusiry, was to be directed toward
1ncrea81ng exports rather than import substitution - with the exception
. of food. Food security was a serious problem and it was predicted
- that the bovernment would be’ forced to buy Kéiz2?7 mllllon imported grain
- and mllk Wthh would strain both foreign reserves and. the government
budg .4 famine relief budget was implemented which meant further

Luts in other government expenditure. squlty continued tb be stressed

and the stated pelicy was to try to invest for —row’™ wsing labour

. Intensive production systﬁms and in those areas which would. benefit the

“poorest sectors, . Government programmes’ which were not incomé generating,

however, were to be’ sharply reduced. ) '
After a poor hervest.in 1980 the food situation in Kenya became critical’
as reserves had been run down and there was a period of severe _shortages
of the s»apie cereals until 1mports were received and distributed. -
Increased food production became & major. government objective and in the
‘opening paragraphs of the Se851onal taper on' matlonal Yood. Folicy, this
- was clearly outlined: :

"One.of the major objectives of Kenya's development policy
during the course of the next decade will be_to'meet an
-ever increasing deméhd for food, stemming from a rapidly
expanding population and rising per caput income. The™
agricultural sector must continue to play the leading role:
in Kenya's development and nearly.all the nation's food .
requlrementS<w1ll-need to be met from domestic production.
'In addition, the agrlcultural sector must continue to
generate foreign exchange earnings to pay for oil, capital
equipment and other imports and, at the same time, it must
be the major source of new Jobs Ior the rapidiy.growing
-labour force.

"To meet these needs, Kenya's. agrlcultural development
strategy i1s aimed at the continued- eyPans1on of productive
investment, with the primary objective of the provision of.
basic needs and the alleviation.of poverty through growth
in agricultural output. The need to conmsry. ational
resources is now well r. cognlzed as an essential part of - o

Athls strategy i

(beselﬁn al Papcr 4/81, page l)
The paper did not outllne detailed policies but set Jp five Food Policy
Committees to deal with different aspects of ‘the problem:
1- Increasing food production = “ : - .
Agricultural inputs ' | ‘ |
Processihg znd marketisg-
Nutrition

Mid and long—term pollcy issues. This committee to look
intos ‘

o E W



- the optlmal land use pattern for focd crops; ’ B

- the optivium mix of food and export crop% and measures for

' ~ their realisation; :

/= the rblatlve advantages of the intensificationof froductlon

- on rain-fed land and the extension of 1rr1gated land;

- the extent to which nutriticnal output per hectare, rather
than short~-term market forces, should be used to .
determine whiich foodstuffs should bé produced;

- marﬂet versus administered pricing tne use of base p01nt

. ' pricing; price intervention to encourage the productlon
' and consumptlon of don-luxury .ané nutritionally '
_ efficient foods stuffes; - .
= the extent to which Government should 1ntbrvene in the
. - marketing of foodstuffs; . and 4 _ .
‘ -~ the changes in ‘Consumption patterns necessary to accommodate
7 food availability. and nutritienal efficiency. wi

_ (on._01t., page 26)-
To achieve .the goéls a substantial increase will be,requlred in the
proportion of government resources devoted to agriculture (op. cit.,

page 12) Although food is-the mrimarylcdncern of the paper,

"As a general prlnclple, there. snould be no dlver51f1catlon

of land under export crops, the earnings from which are
essential for national' development, nor should there be
further destruction of forests,.which must be retained for -
ecological reasons..,. Any tiajor increase in food production
in these areas must come from increases in crop yields and
from the adoption of more 1ntenslue techniques of animal '
husbandry.” ‘

(op. cit., page 13)

‘Structﬁfe:of Agriculture

Agriculture, ‘as with the rest of Kenya's economy, is dualistic. In~

. 1964 ‘the small farm sector produced approximately 41% of marketed
output; this,rose to 56% in 1978 but dropped back to 53% in 1980

. following the poor season. - The area planted to crops in the large~scale
sector has remained relatively static despite  the decline in total

area- of large farms (517 00C ha at 1naependonce and 483 OO in 1979.)

. Arable land is scarce in Kenya w1th 60% of total land area reéeiving-
less than 400 mm per annum. The lsrge scale .erms occupy only O.34%
of Kenya's land but a greater proportion of high potential land
(approximatsly 30k ). Before the implementation of the Swynnerton

.plan, certain sreas were restricted to white farmers and these . areas
are still referred to as 'the former Scheduled Areas'".” Land holdings
in these areas tended to be over 700 ha, with a few extensivel&-farmed k

- large ranches of ov~r'2C 200 ha. - The farms were privately owned on an
individual tenure busis and predominantly owner-operated, with the

-exception of some of the larger plantations and ranches which were
owned by 1ntcrwqtlopal companies. After independence a number of the .
larrﬁ farms were "ought by government and reaettled - the settlement
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schemes involving about 35 QU0 people {(Hayer). ‘b) Other large farms
were bought. from whites by black Kényans with governmsnt aid and loans
and the size of these holdings uoua¢ly remained unchanged. In 1962
there were 5606 large farms on 3.5 -million haj; 1% 1970 3175 on 2.69
million hay rand in 1979 3555 on 2. 67million hka, \© In the rural
survey carried out im 1974/75 a total of 1 4832 422 smallholdings were

ddentified outside the pastoral and large farm areas with an estimated

10.3 million people living on 3k. 3 -million hectarea. - Most land
outside fcheduled dreas was communally o«ned before independence- but,
sincs then a policy of registering individual holdings and granting
individual tenure has been followed and by 1979 just over one mllllon

'holding ﬂdd ‘been registered. ) - :

. Kenya, w1th uuch varied cllmatlc ccndltlons and altitudes, is able to

produce a diversity of’ agrlcultural products. faize is Kenya's staple

‘grain and ‘accounts for approximately 5C% of the total arca planted by

smallholders and 20% of the areca under crops in the large-farm sector.

- Maize yields fluctuate markedly depending on .the anntial rainfall..

Hybrid seed intrqduced in the late 195Cs has greatly increased yield
potential and. the area planted to improved malze increased from 13 6CO
ha in.196L4 to over 300 000 ha in.1972.. ©No accurate figures are

‘available on total harvested productlon as most of the output is-:

consumed at the sukaistence level. National production of maize for
1981/82 was forecast at 2.25 million tonnes whereas in 1980 it was
qstimateu at 1.5 millicn tonnes. - In. spite of this hoped for record

‘harvest, Kenya will 5till need to import 200 OCO tonnes in 1981/82 to

meet consumptlon and build up natlonal stocks (Mlnlstﬁy of ngrlculture,
personal communwca+10h). - : 3

wh&ab is ézown ci ﬂl&h and medium potuntlal Wand, mainly between 1850

and 3000 metres, by large-scale farmers using modern powered equipment -
subsistence zonsumpiion is- not 51gn1flcant "In the” mid- 19605 Kenya
was able to export substantial quantities of wheat but production has

‘since declined and consumption. requirements have increased sharply.

Wheat Pro_uutloﬂ reached a peak in 1567/68 talling to a low in 1973/74,
recovered briefly and then fell again in 1077/8u* Production picked up .

in 1580/6) after a risé in price was arnounced in early 1980 together -

with the intraduction of a new seasonal credit scheme. Congumption
has been -increasing at the rate of 9% per annum since 1968 so that
despite the increzsed production forecast for 1 981/82 it is antlclpated
that 130 COC tonnes will kave to be imported which would cost

approximately K&15 oislion 1 purchiased entiriiyon a. commercial  basis. -

-wheat’ ﬁroductlon’neeus to be -expanded and schemes have been implemented

in Narok. The area is Trust land h»ld by the pastoral ] Wasul who are

A

- (5) TFor'a more, ‘detziled background on land’ dﬂstrlbutlon in Kenya

se¢ Heyer Ch°ﬂ+"“ 5. 3

(6) The increassd large holdings dué principally to dividing larger
holdings into medium-~sized holdings - the tqﬁal trea of the - -
holdings having ccontinued to decline. = .o

~
[
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not familiar w1th grop farming and most of the personnel involved are
drawn from outside the area with the Masai tribesmen receiving rent
payments for their land, If used to the full potential the Narok

‘distrigt has” approxlmately 400 000 ha suitable for wheat (Ibrahlm and
’Qox) v ‘

N

' . . ' T . . :: .. s .« - . 4 / .
Rige is produeed mainly under irrigation oa. approxlmately 8 0060 ha.
Produetion has remained relatively static and sinee rice imports have.
been limited, there have been shortages and a reduction in rer ca jita

. consumption. It is an important component in the diet of some of the

coastal people. - Cther gereals grown inc¢lude barley which is grown ou'

" contract for gommercial breweries. - Cf growlng imnorvecce -5 the

marglnal areas ape seorghum and bullrush and finger millets. These

© Crops are }lanted_prlmarlly for subsistence and yields are low.

'

The pulses aré sccond to maize ih terms of planted area.. They are
predomlnantly planted fer subslstence and are frequently 1nterplanted
with waize and other grops. Qilseeds remain relatively minor although
sunflower seed marketing is now.controlled- and efforts have been made

to increase: seed coffon for beth the lint and seed. . There. is some =
copra produced in the coastal region, - Groundnuts sre grown by . ‘
smallholders, who produce mainly the confectionery variety but yields
and prices are low and the high labour requirement competes with

- subsistence crops.  In. 1977 imports of animal and vegetable oils and

. fats accounted for almost 3% of total imports including peitroleum

fuels.

-Sugar is Kenya s third moot important.crop in terms of marketed walue.

4 survey carried out in 1977 .. indicated .that Kenya was one of
the lowest-cost produgers in the world, even though it has very large
productivity reserves. Most of the ¢rop is . rain-fed. It is

anticipated that even with r151ng demand Kenya will continue to have

about lbO COO tonnes exportable annual surplus.

N

Coffee is Kenya's mo st 1mportant agrlcultural commodity'in'terms of

marketed.value, gross farm revenues and foreign exchange earnings.

Apart from small qaantltles of robusta and unwashed arabica, Kenya
produces mild arabica coffee, = Sixty percent of. Kenya's coffee is

grown by smallholders, and tetal production increased from 50 000

tonm in 1962 to 91 000 tonnes in 1980.. DMore than 95% of Kenya's

coffee is exported, mainly to the ZE(. #with the relntroductlon]of
quotas by thie International goffee Crganlsatlon ecoffee will either have -
to be storasd; or sold at low priges . on non-quota markets. This will

“affect Kenya at a time when she ls faced with serious foreign currenﬁy

and growtun Lrom;ems
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Tea productlon\lncreased an average 12% per annum from 1562 to 1970 .
with 16 5GO ‘tons produced in 1962 and 41 100 in 1970, It contlnued
to incredse, reaching a peak of 99 275 tonnes in 1979 but fell slightly
~in 1980. Smallholders produce just over onc third of marketed black
tea and this share is expected to rise. . Eighty-thrze percent of the
national tea output in 1980 was exported.  orld demand for low and
meditm quality teas is uncertaln and sunply appears to be outpac1ng
demand on world mdrkets. , ,

. - { R
Cotton was first introduced in 1904 but- although heavy 1nvestmrnts were
made produc¢tion remained 1nolgn1flcant and marketed output was not
reportﬂd for 1962. Froduction ‘did increase to cver 5 (CC tons in
1966, rising to 15 COC tons in l9?b where it remained relatlvely
static until 1976. During those jyears Kenya imported cotton from
Panzania and Uganda. However, after the closure of the. Tanzania
" border, government took steps to encouraée production and increased
output followed 1ncreas;d prlces. .

Sisal was 1ntroduced in Kenya at the beglnnlng of the century on large
plantations and in 1962, 60 000 tons of sisal was produced. In the
mid-sixties production declined and by 1972 only 41 oo tons'was,
produced. - Following high urices productlon rose again to 36 000
tons in 1974 dWorld prices decllned again and by 1979 only 36 GO0
tons was wroduced. towever, prices were lhigh in 1975 and production
has risen agaln. " An importapt fdctor in this latest incregse has
been the expansion of hedgerow sisal by smallholders who produced

11 0CO tonnes in 198C and who could produce up to 20 OCU tonnes of
sisal per annum. - ' : :

. Pyrethrun production.has also fluctuated in response to world priges.
There was a 22.5% average annual decrease Yetween 1962 and 1971, when
demand fell off as & result of the substitution of other chemicals,

- But the environmental dangers of substitutes renewed. lntereqt in
pyretr?un 2nd over 15 000 tonnes of pyrethrum flowers were produced
in 1974.  Iroduction declined again though mainly in the smallholder
sector who =re dlsadvantaged by thc marketlng system.

Kenya Prodvceq a numbar of other aarlcultural products. Cashewnut
© production peaked in 1970771 although there have been recent moves to
try to encourage production with higher prices, but magadamla nuts have
not fulfillcd their earlier promise. . Tobacco was originally supplied
by Tanzania and Uganda but with the closure of the border emphasis
was given to a programme to meet projected requirement for imported
tobucco and it is ant1c1pated that becausée the programme has been .
successful, from 1963 only negligible cuantities will be imported for
blending.. One of the major constraints to production is wood fuels
for curing ang¢ farmers on the programme are -encouraged to plant 1000
trees annuzlly to meet their fuel requirements. Vegetable produgtion
obviously plays .an important role for subsistence. but there is an - /
increasing demand for vcgetables and fruit for cannlng Latterly
exports of fresh I-uit and vegetdbles have become more promlnent and
“in 1980 fhey earned JV 34 L1l mil llon in foreign currency.

[ee
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‘Agricultural Marketing . - N

7

‘Controlled marketing for most of Kenya 5. 1moortant food "and export . .
crops has been in .operation for many years. The igricultural Production
Marketing fct was introduced in 1936 zt the reguest of white settlers
in response to the economic uncertainty of. the depression years.

By 1945 marketlng boards had been established to handle maize, coffee,
sisal, . pyrethrum, passion fruit, flax, legumes, ‘oilseeds: and dalry ang,
pork products (Livingstone .and Ord). The Defence Peguiatlons intro-,
duced in- 1944 yromulaated detailed rules regarding maize movement .
control and compulqory sales to -the Board with the express intent of

producing an export surplus for the allied wur £fiurt (Hescolmark).
The existing laws on maize movement control and compulsory_sales trace
their origin to these regulations. Initially there was no price

discrimination but in the 1950s prices vere rield below export perity
and the refunds from the eguzlization fund were paid on an individual.
basis only to white farmers. The refund due to the many small
farmers was paid into African Trust Funds or as-a dirsct bonus to
farmers with certificates of good husbandry, "who vwere not necessarlly[
the farmers who had produced the maize for waich the\bonus was paid.
In later yéars when export losses re- appeared a quota system was
introduced which shifted the whole burden of export loss financing to
small farmers (Hesselmark). The guota system was abolished just
before 1ndependence but the marketlng controls viere not removed.

‘ The Maize Malkebin% Board Was'establldhed in: 1959, its functions being
to ”regulate, control and 1mprove the collection, storage, marketing,

- distribution and supply of maize and maize products' (Livingstone and.
Ord, page 26l).  After 1955 the marketing boards did make more ‘effort
to service the small farmers. Many of the administrative functions of
the national marketing boards were decentralised and handled by
Provincial ‘Marketing Boards which acted as agents for the major marketing
boards. This led ‘to a proliferation of boards and in 1966 all those
dealing with maigze and other Spe01f1ed food products were merged into a
single Maize and General FProduce DBoard. The Maize Marketing Ordinange
gave the Board powers to ”regulate, control .and improve maize supply and
marketing'. The 'Board has monopoly power as the sole buyer and seller
of maize. Farmers are permitted to seld maize within.their own
districts but a mevement permit. must be obtained to transport -maize from
one district. to - another, In practice a substantial proportlon of the
‘maize crop is elthur marketed through other channel_ or used for home
consumption, - The Maize and Produce Board only handled approxlmately
©10% of the total maize crop in 1966 (Heyer). - The Board operates
through aboul thirty-three storage deoots throughout 'the .country
although these tend to be found more in the producing than the consuming
areas.. - Farmers may deliver a minimum quantity direct to the depot -~
otherwise they use co-operative agents or agents licenfed to .buy maize

., from producers znd deliver it to the nearest depot. 'There is usually
only one agent in each market. They zre required to buy. at a fixed
price from the faruwer and sell at a fixed price to the Board. . The

Board then deliver meize from the dépots to millers and wholesalers at -
a fixed price and {zwse thern deliver to retailers who sell the maize at
a fixed price. The most important function of the Board is to ensure
equitable distribution of maize from areas of surplus to areas of .-
‘deficit in Kenya as weéll as to flna\out51de markets for national
surpluses or arrange for imports in times of shortage. The fallure of



the Board to fulfil these responsibilities has resulted in a growing .
illegal trade between districts and the actual prices paid to Tarmers
and by consumers differ markedly from those. fixed by the BOQrdu o

" The Maize and Produce Board was merged with the. Wwhest Bozrd in 1972 to
form the National Cereals and Produce Board (NCFB). This merger did
not mean any substantial change in the regulations nor in the problems
and thus in 1980 with the sericdus maize shortage the producer prices in
some reglons were up to four tlmes breater than the official price
(Ibrahlm and Cox). . :

The Natlonal Cereals snd kroduce Board iz ths wmost ¢nﬁoz,aﬁt domestlc

marketing board with the widest powers but the Kenya Mcat Commission and

Kenya Dairy Board also directly control prices and marketing on the
.domestic market. °~ Froducer co-operatives play an important role in -
'procesulng dnd'markethg certain smallholder cash crops, partlcularly
coffee and pyrethrum and for the dlstrlbutlon of inputs’ and credit,
but government involvement in agricultural commodity marketlng has
\dellberdtely limita d the private Sector s role.

The export markethg boards do have more producer and prlvate repre-
sentation and with the exception of cotton and- pyrethrum government
- are not involved in price sciting. The Coffee, Tea, pryrethrum and
Cotton Boards are directed toward external mdrketlng of the commodltles,
quallty control, crop aevelopment and to supplylng inputs, extension,
_'credit and research facilities. Uenorally the organizations handling:
-the main export crops have managed to keep costs down and compete on
world markets aznd have,performed more satisfactorily than ‘the : '
marketing organizations handling domestic commodities which have
tended to have very high adminiotrétive,'stopage and marketing costs.
'Overheead charges for maize averaged 34% of the' domestic border price-
f.o b. Mombasa (sharpley) : :

>Marke£ Sf:uqture in_genya'

1 -Parastatal ' \
a) Mdrnctlng Boards S - S - _— ,

i) those involved in tradlng as well as processing,
- market andlproductlon_p;omotlon and researchi’
) Fational. Cereals and Froduce Board
. Cotton Lint and Seed Marketing Board
. .. ‘Fyrethrum Board
A o ~Tea Board ‘ : -
- o ' : uoifee Board of kenya o

ii) those w1th primarily a supcrv1sory role 1nclud1ng
: soie resesrch and market promotlon.
: $isal Board
~ _ Kenya Dairy Board
/ o , Pig Industry Board Y



b). DeVelopment Authoritigs:
. - . . Kenya Tea Development Authority
C - Horticultural Crop Development Authorlty
Kenva Sugdr Authorlty

"¢). Others: S
. Kenya Meat Commission

2  Co-operativess o : o

' Kenya Farmers Association »

Kenya Coffee ,sroducers Union

: ' KEnya Co- ooe‘ﬁt\ve Creameries

/ T

3 Frivate or publlc companles w1th a high degree of market
power. . :

: Kenya wattle Manufacturérs Association -
[ . , DrltiSh american Tobacco (BAT)

v
v

,4 " Unregulated markets 1nclude poultry, eges and the domestlc
marﬁct for frult ‘and vo”etables

For & more detalltd descrivtion of thc marketing system for 1nd1vidual
produgts readers are referred to neyer, chapter lO.

A
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‘Agricﬁlturéi?Commodity Pricing-

Government intervenes in both produce» and comsumer pricing of

“saheduled crops and animal .products. ¥Producer prices for major
~agricultural commodities are set in the annual Frice Keview and announced
in December (pre-plantirg since the main rains are in Apr:l/%ay) _

The most important of these commodities include melze, wheat, rice, milk, -
beef, ‘sugarcane, pulses, cotton and pyrethrum. Government does not '

set export grices or® producer yprices for coffee and tea. For the
scheduled commodities ''the Ministry of Agriculture submits prlce )
recommendaticns based on the aralysis of domestic and international

cost, price apd supply trends. = The prices are reviewed by the .
Ministries of Finance and ZLconomic }lannlné and' then sent to Cabinet °
for a final decisicn’ {(Ibrahim and Cox, page 535, The producer price

recommendation by the Ministry of Agriculture includes recommendations .
for consumer prices but these are set by the Price Controller in the
Ministry orﬂxvnance with Cabinet agproval and are largely related to
the effect c¢f price chonges on the urban congumer price index.

.. N - / -
The Frice Review =xamines both domestic and international production
and pricing trends and in recent years prices have been linked to .
import and export parity. - The high overhead charges. for ndrketlng and
transport5facilities in Kenya widen the margin between import and
export parity prices and afford a measure of protection to domestic

producers. Une of tie problems of the rrice Review is that it has not
. glven much weight to relative incentives among crops so that “there is
little consideration of substitution effects. Producer prices have

latterly tended tc ek%ceed export. parity prices (except for beef and
waize) but most consumer prices have been neld below world prices so
that Government Lzve. had to cover the deflCltS- incurréd by. the

parastatal Lurx€tlp8 boara S ’

B



Price Determination.of Individuél Commoditiés

Maize: -price setting for maize is “aimed at obtalnlng self—cufflclency.
Gaven the high variability in yields it is not possible tc grow exactly.
the required quantlty. If government sets a price which encourages
large surpluses, as happened in 1978, the country finds itself with
inadequate facilities to handle the surplus and because of Kenya's high
bridging costs, exports of maize normally inveolve losqee On the
other hand with the large gap between import and export parity, ,
1mport1ng maize 1s costly in terms of both revenue and scarce foreign
exchange. Furthermorb maize is the most important staple for the
- majority. of the ‘peaple and and delays or difficulties in obtalnlng
supplies from outside have serious repercussions both nutritionally and
politically.  The farm-gate price for maize dropped in 1979- after’ the
large surpluses in 1978 but started to rise again in 1980

Wheat: is another 1mportant staple commodity, partlculerly in the urban
areas and although demand is presently outstripping supply and wheat.
‘has been imported for several years, the price is still below the import
parity price.  The producer price for 1981/82 was set at -Ksh.16l per
100G kg and the import parity price was estlmated to be Kshk.211 (Mlnlst!y
of agriculture, personal communlcatlon) .
L
) R;ce. plays an 1mportant role in-the ‘diets* of some of the ethnlc
groups and although the official retail price is 4.6 sh. per kg, the
klack market prlce was up to. 15 sh. at the end of 1981. It is suggssfed
that. the offieial retall prd.®#e should be increased to approx1mately
12 sh. per kg which will allow a substantial inerease in the farm-gate
prlge and increase domeéstic production’of rain~fed rice. The produger
prices for the main vcrletles were less than half “their 1mport parlty
priges in 1981. . : : .

Fyrethrum: producer prices. are set annually by the Pyretlrum Board of.
" Kenya on the hasis of export. realisatione. An interim price is
established per kg- of pyrethrin and then a price per kg of dried flowers
1s caleulated for the different contents of pyrethrin. . At the end .of
the season a final payment is made to farmers in accordance with the
overall trading result. This makes fair reéturns to small. farmers, who
market -predominantly througn co- 0peratvvet,d1ff¢cvlt Individual
smallholders hzve little incentive to produce high quanlty flowers
-since their crop is communally analysed for pyrethrln content and they
re¢eive the average of. the co-operative's delivery content. In
addition, .deductions are made on their payments to cover county council
. cess, unlon levy and the co-operative society commission. Large
. fédrmers get the full interim payment in accordanc; ‘with the actual
- eontent of ecach delivery and have. no deductlons, and thus it has been
mainly the lergv farmers wito hcve responded to the recent price
J.ngrea&,s . . . -
A bashews. ln":.n cs dincréesed 12C% between 1976 and 1981 and recent
production has reflected the response to these increases which i
encouraged .greater attention to holdlngs. Processed nuts bring in
much. greater export earnings and a fdctory has been established which
. processed 10 000 kg in 1980 and is expected to process 13 GO0 kg in
- 1982, The rést’ (aoout half of tatal yroduCtlon) is sent to India for -
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processing; The farmers have been.subsidising the local factory with
farm~gate prices less than half the export parity price.’ NCPB sells
to the factory at an- agreed price which 1s well below the export parity.
yrlCe of the raw nuts. - -
Coffee. large scale farmers dellver their crop dlrect to the Coffee
Board whilst most of the smallholder crop is marketed through co-
operatives. An initial payment is made after deductions for the Board's
curing and marketing costs. Final 'payment is made at the end of the .
trading year. Kenya is a member of the International Coffee Organiza-
tion and is subject to export cuotas.  With the himh prices in the
late seventies no quotas were lmposed unaer the Agrecment from 1976 to
. 1979. As ‘a result of falllng world prlces ICC reintroduced quotas 'in
1980. Kenya has been left with’ large stocks as the quota was reduced
four tlmes during 1080/81 . .

‘Tea. grown on estates is marketed through individual tea companies.

Any tea exporter requires a tea export licence issued by the Tea Board
of Kenya. The Tea Act of 1979 requires tea manufacturers to deliver

a mandatory quota at a fixed price to Ketepa which packages for the

home market and- thus local tea prices to consumers are kept artlflcially
low. '~ The tea companies market the export tea either by private treaty
with overseas tea blenders or through the Mombasa or London tea auctions.
Smallholders s11 their tea to the Kenya Tea DeVelopment . uthorlty who
then. sell the tea in the same way as the private companies. Growers
get an initial uniform first payment and then at the end of the season

a second payment is made whlch differs from factory to factory dependlng
on the. sales realisations of each factory. = In 1980/81 the.producers .
received 66% of the export reallsation, the rest covers KTDA processing,.-.
marketing and administrative costs -plue subsidising Jomestic consumption.

-8isal: demand for sisal tends to depend on the reletive prices of .
petrochemical fijre. _ There is no. fixed producer price for sisal, the
bulk of which is produced on large estates.. The Kenya Sisal Board is
considering settlng a producer prlce for smallholders to encourage
hedgerow development. | Twenty percent of Jpresent production is used

locally. . There are¢ nine appointed sisal agents who handle- export and
local sales and seven companies licensced to purchase from smallholders.
and sell to the agents or loeer'spl iners. - Most of the sisal is

exported as raw flbre although some goes as cordage.

Tobacco: is all marketed throubn BA’r who ar<¢ a monopoly controlllng
both the purchase of unmanufactured tobacco and its manufacture and

sale. .Tobacco is grown for local consumption only. . The tobacco is
» bought according tc =z complex grade and price schedule. . Target average.
producer prices ar¢ negotiated annually with the Ministry of Agrlculture
but variations in quality result in differences in actual average

prices. Fire-cured tobacco is lower priced than flue-cured though it
has increased at a faster rate in the last few years to encourage
. production. . The ferm—gate price is. below estlmated import parity price.

/
\
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“Employment and wages Policies

Kenya's initial concern after 1ndependence was with Africanisation and
no significant changes were made ‘to existing wage pollc1es in either
the utban or rural sectors, | Minimum wage regulations had been
introduced by the colonial government ‘and. they .continued to be enforced
by the 1ndependent government.

Initially, colonial policy aimed at providing wage labour at below its
competitive ‘price but this changed after World War II. and in 1949 the

first centrally organised Trade Unions were established. 4 Minimum
Wage Ordinance had first been promulgated in 1932 and in 1952 the first
Statutbry Wages Council was set up. Bach industry was responsible

for setting wages within. that industry and by 1973 there were seventeen
different wages councils’ which has led to considerable dlfferentlals

between industries (Blgsten) Between 1955.and 1963 real wages in.
Kenya rose toggther with output and labour productivity but employment
fell back - (Harris and Todaro) Bigsten considered that it was only

during this period that minimum wages had an effect in ralslng the
wages of unokllled urban workers.

‘ In 1963 an agricultural dages<Board was . established and the first

minimum wage was iniroduced in 1967 (Regulation of iages (Rural General)
Order). The wagé was Ksh.60 per month for males over 18 .years and '
Ksh 36 for all others. The statutory minimum in Nairobi at that time

was Ksh.175 per month. In January 1968 the Regulations of dages
(Agricultural Industry) Order brought the agricultural wage up to

 Ksh.66 and Ksh.44 per month. It also intnpdueed legislated differentials
for particular jobs and the highest were farm foreman at. Xsh. 215 and -
clerks at Ksh.225 per month (Blgsten) _ .

The minimum wage 1oglslatlon affected mixed crop farms more than the.
plantation sector where each major commodity had its own council and
wages were negotlat d.in the same way as .the urban private sector.

The ILO employment mission considered that such councils had an
_advantage over government wage setting as the parties concerned agreed
to the level of remuneration  -and therefore'felt more committed to it.
However, it was difficult for a fair wage to be negotiated where wage
.earners were either unvonhlst;cated or had little bargalnlng power.

- Emplovment wes not one of government's major concerns in eltqer the

' first Development Plan or. the sessional'paper on African Socialism.
However, due. to some economic stagnation in' the building and construetion
sectors,. increased labour wproductivity and the break up of large mixed
farms, employment fell 1325 between 1960 and 1963 (Ghai, 1970).
‘Government recognised that employment was. to become a problem and in
the revised first Flan 'showed concern for the increasing capital-
intensity of 1ndustrmllsation and suggested the. use of wages and tax
policies, among others, to increase employment' (Nigam, page 56).
In 1964 Government introduced the Tripartite 4dgreement according to
which the unions :greed to kaep down wage claims provided that
government incranc employment by 15% and the ' private sector by  10%.
To fulfil their side of . the contract Government initiated a number of
public projects (in particular road bulldlng) which required outside’
financing. This proved to be very expensive and was discontinued
‘after the completion of the agreed projects. Despite these projects

~
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government did not fulfil their part of the bargain. . Altogether some
34 000 jobs were created but there is much controversy centred around
the effectiveness of these igreements particularly as it is contended
that the perceived additional job prospects increase rural-urban
mlgratlon and urban unemployment., :

another measure for increasing cmployment was Lfrics u1c1t10n but the
-total (éven if all non-citizens were replaced) would -have meant only
an additional 46 COC -employment opportunities, most ¢f which involved

B ekills which could not be immediately replaced. 1o the extent that
accelerated Kenyanis ation has some adverse cffecte on output’ growth in

the shiort-run, its net effict on emyloyment 1= furtiler mduced and could
conceivably be negative” (Ghsi, yuoo ll) ' ' :

The major thrust towards 1ncrea51ng employment opportunities was the
break-up of large farms. There were no studies carried out to moniter
_the effects of these schemes on employment and incomes but Hunter makes
‘the assumption that employment and incomes on settlements must have
‘increased "if agriculture is efficient". By mid 1968, 45 00C families
had been settled under various types of schemes, including squatter
settlement schemes.  Recorded wage empleoyment in Agriculture.and
Forestry fell from 245 500 in 19%52 to 173 C00 in 1968, a loss of some -
72 500 jobs. Since these figures include women and Jjuveniles employed
fulltime it is not possible. to calculate the net loss or gain to
employment from the settlement schemés without more information..
Govepnment estimates of a growth of 7.8% in wage employment in
smallholder agriculture (1964-68 Development Flan 2néd) have been

- questioned since this would mean a falling labour product1v1ty of about
2% per annum when all the other sectors, 1nclualng the large-scale
farming sector, . - recorded significant increases 1in labour
productivity. ' B : : -

~In 1993, Government intrpduced polirles bPLlelcally de51gned to
increase employment and keep wage awardc uLlOW or in line with the
rate of inflation. "Kenya has developed. a national wage and incomes
policy with the aim of inducing wage moderation in the modern sector
as a significant element in its anti-inflationary, 'employment and
equity policies’ (Odwox=~ Otiens ‘page 115). = To achieve
this the government introduced «age Guidelines which restricted the’
'percentage increase in wages whith could be awarded by industrial -

agreementu. In 199% the governsent dttem“taa to nold wages down to
well below price increases but had to relax this policy to avoid labgur
unrest. ~In 1976 wages werc to be zgld to an average of two-thirds of
price 'increases. - The coffee boom resulted in some relaxation of this
.policy and wages werc allowed to rise in line wivh productivity over
and above the cos®t of living allowances. . Lowever, by 157$ the overall
wage increase.was to be held to hazlf the cost of l*v1ng rise, spread
over two yeers. . The effectiveness of the wage guidelines policy has

been GchtloLad since most of the industrial agreements were within
the ‘ceiling under the guidelines which would .suggest that market-foreces

had a greater. inflnencs bdun actual wage levels than government
regulations 4id.. This was particularly marked in the agricultural.
eouncils where wage increases were Xept to. well within the guideline
ceilings.. This whs probably because government were more generous

" with the c¢dlings for agricultural workers and because the agricultural
workers werc less aOPhlbthated bargalners than their urban counter—z
parts : :

Vo



The 4ffectiveness of Wage Guidelines

. in the Agricultural Sector N . L
YEAR AVERAGE . BSTIN ATED - ,
| ' PAY INCREASE . . -+ ‘GUIDELINE CEILING
1974 T 1B.3% - . 33,5% |
1975 S 193 : k8.0,
1976 . - 31.9 R S
1977 . 2001 ©25.8
1978 . -2r00 , 32.0 7 -

(Source: Oducr-Gtieno)

There has been very little work carried out on wave em}loyment in the

.agricultural sector and the approximately 6CO UG . persons 11v1ng in the

large-farm sector (oharprey/ are -almost totally ignored by

government and outside agen01es and rcstarch ‘workers..

The henya Tea &rowers-assocratlon members employea approx1mately
50 GO0 labourers at a minimum wage of Xsh.ll.3(0 per day (ipril, 1982),
(Ksh. 34@ per month since Sundays end public holidays were paid-even

{though they were not "orhcd) These rates were higher when labourers
were involved in appiying nerb1c1des or prunlng the. tea. Most of the
labour involved. in tea grow1ng is required for plelng ' On one '

estate growing 15C ha of tea, 40 people were employed full tlme on the
daily rate and approx1mately 166 on a contract basis of: 39 cents per
kg of tea plcked. The smallholder tea_growers actuzlly paid higher
contract and daily rates (approximetely Ksh.l1l5 per day) because they -

1,were unabls to offer ‘the benefits offered by the larger estates,.

1nclud1ng ou51ng, pald maternlty leave and eecurlty of employment

The Kenya Cozfee hrowers As«001atlon members are the other major
private wage emvlojers in. the agricultural sector. For 90 ha of

coffee one estate employed 100 permanent labourers and between 110

and 13C casual reapers who came in. from the nelghbourlng towns and

- villages to reap -the coffee. The daily rate for permarent workers.

was Ksh.11.7C (Aprily 1982) per month for men and women .and was :
shortly expected to go up to nsh.l,h“O or Ksh.50¢0 per month. Coffee
reapers wesre paid 5/~ per 2 gallon tln, with most reapers picking
around five tins per day and soue as many as ten and in rare cases

fifteen tlns per day.

A recent stuuv by Vandemoortels and’ Pgola looks at the minimum cash

income reqarlemcnts 6f urban and rural wege-workers. They show. that

the minimum cash reguiremcnts for an sgriculturel worker's household.
is Ksh.598.1C per month znd an urban houseliold Ksh,1700 per month.

~ The rural household is likely to be larger than the urban household
‘but its cash axpenses for transport, houslnb and fuod are less. The

urban household is estimated to have 1,173, income earners per poor
household so that &an urban worker's minimum . wage should be. . :
approximately. Ksh. 145 per.month. Vandétoortele makes the assumption

" that there is only one income earner in the rural household and thus
to meet the minimum cash requlrements an agrlcultural worker should
"earn a minimum of Ksh:1000 a month.  On most estates and plantations

it is, however, mcst unlikely that there is only ong cash income
earner per family, where many of the'wives are employed on-a full time
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basis and where contract work is carrled put by . the famllles of the

permanent male employees. y

1
'

As peinted out earlier, few researchers looking at emgloymcnt and incomes
in Kenya have given any consideration to agricultural wage labour. -

Most writers teke for granted that'the break-up of large farms into
smallholdings resulted in significant additional employment without any
careful study of the actual situation.(Clayton; Hunter; ILO). ~ The -
Tripartite Agrecments have been heavily critieised as ineffective
although the estim&ted increased employment as a result of these
Agreements is greater than the increase from settlement schemes. (7

Empirical evidence on the employemeént effects of settlement is _
‘searce and the writers themselves would appear toc be uncertain. On
the one hand Clayton sces the settlement schemes as-the most importent
aspect of the Covernment's employment policy stuting that "the former
large farms are providing incomes for more, and mors families'. Whilst
further on (when he iz discussing foreclosures of those smallholdings
where farmere have been unable to repay loans) he goes on torsay 'the
more successful farmers are buying up these holdinou and there is
concern that this is extending the number of those who are landless.
‘If, however, it is the more able cultivators wiho zre extending their
holdings, this should increasce productivity and absorb the landless

‘as hired labour' (Clayton, page 317). Issentially the number of

job opportunitics depends on the proportion of land under crops, the
crop mix and the factor mix. Heyer shows that total cmployment per
aers is inverscly releted to farm. size, particularly on the séttlement
schemes where. lobour inputs pér 1000 mcres were ten times greater on
farms of less than 10 acres cach then on thosec. of 7C acres each. - The
difference in the lerge ferm ssctor was also marked (6 times greater
on farms of léss than 250 acres than on tliose of 2000 acres or more).
This was principally as = result of a smaller arza.of the faru being
planted to crops and the greater use of capital equipment.

Part of the reason that cmployment did not dppear to incrcaué as a

esult of the ssttlement schemes from 1962 to 1968 could be. that the
settlers moved on to estates which had been growing labour-intensive
¢rops and the settlers werce more concsrred with food <rops. The
other reason is that loabour productivity on the large farms was
inercasing so thaot ''while employment in the nodorr"furming-séqto; -
has been declining at the ratec of 2.3% per annum since 1964, total
Qutput has risen ¥y about 1% per annui, What seeus to hove been
happening in large farms is that rising costs coupled with stegnant
or falling prices of sgricultural products have forced farmers to.
ecororise on the urc of lubour by ioproved manugenent and more
mechanised production technigues® (Ghai, 1970, pege 6).

(7) &2 cbove 34 000 -jobs from 1964 Trifartite igrecement;

45 000 fumiliés settled on former large farms; 72 500 less
people Lloyca in large farm sector. :
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' Vandvmoortele 5 ooper, whlch looks at employment end carnings in tne
wodern sector - from 1972 to 1979, states. that "The available data
suggest that especially in the agricultural plantation 1ndustry, the -
factor use is very clastic with an important substitution between
‘regular enploymcnt on the one hand and mechanisation and casual :
labour on the other' (Vandemoortele, page 11). This was purtlcularly
notiecable in 1976 after the 1975 inerezse in the minimum wage. = He
found that the impact of minimum wages on employment deoorded on the
"sgetor invoelved. . In bqncrml, in the private secctor ar l.crease in
 the minimum wage -had . a negative effect on employment but left the
average wage rate. unchangod.- He estimated that if the minimun wage.
- had not changed in 1975 cmployient: from 1972-78 in the private sector
- would have risen 3.3% instead of 1%; i{.c. 40 000 extrs jobs in 1978
in the modern privete scetor. Minimum weages, a5 expoctod, had no
_ rlgnificﬁnt sffect on employment in the public roctor. The number of
persons carning less than Ksh.200 per month (ro~f1& in -agriculture)
"deelined steadily over the psriod but wes not significantly affected
by the 1nereased minimum wage in 1975. :

Vandemoortele locks brisfly at the fea51b111ty of 1ncrea51ng the
minimum wage to ‘the normative wage -implied by the poverty-datum’ line
estimate of Ksh,1l450 p per month for urban workers and concludes that
-under present economlc eonditions it would have serious effects on
growth and employment. He suggests instecad that measures should be
underteken to reduce. the high degree of inequality in the- wage .
distribuiion, sececondly an attempt should be made to halt the - . !
declining sharc of wiages in total value and thirdly a new formula of
-some sort of differential indexation should be employed to protect the
lqow income’ groups against the affaots of inflatlon w&ihout campfomls;ng
the: growth rats of total gugloyment. _ , ) o

Agrlgu;tural Perzormance (8 : A ' . .
- In 1962, at independenca, durlaulture was, tho ldrgest formel wage
" employer accounting for 47% of total omploymcnt.- Rainfall in 1961
had been unfavourable and togsther with the doepscsed acrenge, this .
ause¢d production and farm incowos to fall and employment dropped by .
'gm. ,-"Reducnd orofltabll¢ty «vs in conjunction with rising wage o
rates and polltlcal uncertainty, may have caused farmers to utilize
labour more conomically" (Economig Survey, 1962, page 20) from mid~
1961l.  ~This decline in employmont continued although siricultural
output remained steady in 1962 with slightly more favourzble prices,. -
In 1963 the volue of agricultural production rose 9 - in large
measure duc to o 50% incrsase in sisal prices and despite a slight
drop in ecofrce and tes prices. . Preduction in the large-scale sector

(8) Inf\ mutlop on. thls section has been taken almout exclu51vely
from the Annuol Lconomlc Surveys publlshed by the Kenya Government
Gor+r R EERAS .~t4tlst1cs.

) -



‘1965 was a bad rainfall T

The producer priew for the following year wa

increased despite the Qecroasejin the rumber of farwe but smployment

coktlnucd to fall. - This decline was seen zs a result of the sale of
large farms, falling 1nveqtnevt snd ‘over and cbove 211 this it is

clear that wage increases have exceeded oroductivity thf»“"LS “ e

and résulted in a more capital intensive sgricultur:® {Zconomic Burvey,
196k, page 40). The value of zgricultural productign increased in
1964, princip=lly &s a'result of high coffee zud tea prices.
Unfavourable éxport conditions and pricecs begausth: declins in the
value of sisal and pyrethrum production, i rehieved wheat
self-sufficiency for the first time in 1964 but there was a sharp
decline in meize deliveries as 2. result of low producer prices in

~the previous two yesrs and because of the incremssd tireat of theft om

large farms which caused them to switch to wheat (Econcric Survey,

-1965, page 24). . .

which roc.lt.ou food shortages =znd the
nsed to import mzize.. The laported yollow maizc was unpopular and
delzys in receipt and difficulties in distribution resulted in a
Commission of Inguiry being estatlished to look into the 1965 shortage.
Rainfoll and weather wore fzvourable in 1666 and incressed local
productlon»lmft the governsent with unsalenblé stocks of ths less
popular imported yellow ricize. There was an incrsase in ¢xport crop
produetion but prices were poor. In 1967 total production was down
11% and prices continued to decline for .ecxport crops. Cercals were
surplus to local requirements. Nationsl wage enployment increased
34 despite @ drop of 12 000 (7%) in the ‘large farm section.. This
f21l rosulted woinly from difficultics in the coffée and sisal

1nduutr1bu. 1968 wao . 2 good year for all the crops except coffee

but exports wer: affccted by the devalustion of the pound and prices
wers. 1ow. Cereal production, und in particulszr naize, continued in
surplus 2znd it wos considerced that production would continue to be

‘dbove domestic requirenmcnts There was @ Keh.lh per bag subsidy on
naize oxports and it was decided tc reduce the producer price. It

was also anticipated that the noye to bulk handling would result in
. 3 k) . - » v

cheaper movenrent of maize and g riduction of betwsen EIsh.5-6 a bag.

# te be Prought . in line

with export parity. ° wheat, which was wxp.rt.d for. th. first time in
1967, continued in surplus at & Ksh.40 loues per tog 4od thue the price

cf wheat wze dropped 15%. 1969 brouuhﬁ'pcorluc thvr «nd a marked .

drop in food producticn. Despity the previous year's furscast of no
future shertoges, pome yellow maigze wasm impertsd to substitute for.
white maize in livestock fuedm. ' ' '

This pattern of Tluctuations between aapenﬁivezshortagés and surpluses
was te continue and by 19%2 thwre was onc: agin @ surplus of naize
for export. In tiot yeer both enployment wuid esrnings in the large-
farm sector rose together for the first tine. Marketed output was up

" 22% =fter & fovourzble ysar and farn roceipts were the highest'ever.

By 1974 neize.reserves fell be low. the mirdrmus Xirdt of two million
»ags and the nmaizé price wag increased by 38% for the. following years

Wheat prices hid been railsed five times since 1972 when the fast

increasing demend started tc cutstrip sﬁpply and with tl« wheat price
at Ksh.1l00 for 1975 (against 57/-,for 1973) larger acrzagsf Were
expected. The price of sugar was alsc drasatically increased by 40%
with the aim o0f cchieviag self-sufficisncy in “white® "ugarﬂprodGCtlon.
by 1978. ° 175, hwwﬁv-r, wurouaet o good year for m st cropszw1th the
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exception of maize which was once again in swrplus. 1976 was very
favourable with good coffee and tea prodtction which resulted in an
incrpase in.employment. - Substantial coffee and tea price rises were
the main cause for the favourable shift in the terms of trade for
agricultures. . Marketed output of all crops but sugar increased
significantly. 1977 was also a boom year for agriculture,. particularly
coffec and tea w1th favourablé weather conditiens .and very high prices.
The Kenya Malze and rroduce DBoard was unablu to purchase large

. quantities of the surplus maize because of limited storage capacity
and hlgh stogks held.over from 1976, Worlcd prlces were very low and
"with the board holdipg almost 4 million .bags of malze, restrictions

.on the free movement and direct purchasc of maize from farmers were
lifted, Thies meant that despite the high prcplantlng prices promised

. by the board, most farmers recsived _very low prlces since th ey were

unablu to sell to the board.

From 1975 to 1977 agrigulturec almo st doubled ite comtribution to GDP . -
‘at gurrent prices but in 1978 there was = decline as & rassult of,péorer:
weather conditions and a significant drop :in coffee and tea prices,
Wage employment f£ell by 8.4% although average wage- carnings rose by
18 €% Thlu was primarily the result gf the cut-back - in casual
workers. . .Sales to the marketing boerde fell 21%.  Although the
offieial prenlantlng price for maize in 1978 was the same as that for
© 1977 . both acreage and hyb»id seed sales were down. Many of the
small faymers had lost faith in the offiecial marketing system after
the Board's failure to purchase the 1977 crop. Maize purchases in

- 1978 were low. howbvcr the stoeks held by the Maize Produce Board
remaijned at almost 4 millfon bags at the. end of 1978 because of high
carry-over stogks from 1976 and 1977. %ith the unfavourable world

. priees ths. Boapd held bhagk exports. - The storage capacity for maize
was ingreased but ‘despite this the preplanting producer prlce was’
dropped by 13%. The gonsumer demand for wheat continued to increase
and 90 000 tonnse had te be imported in 1978. It vas predicted that.
over the next. fiye years wheat produgrtion would inersesc by 1% whilst
eonsumptior would incrcase by 7%,  Tke whuat price was increased to
try to engourage farmers to change from maize to wheat Uroductlon.
Gottan production ingrcased as @ result of inercasing prices, better
gredit sghemes and input services., In 1979 marketea,product;on fell
1.8% in volume and 349w in ‘value. ‘Output. from the small-farm sector
- fell, Total maize production was low as a Tesult offa smaller acrcage
and a drop in the use of hyRgrid seced and fertilise Markcted output
of maize, however, was slightly up on.1978 as fle rusult of the
rcintrodustion of stringent maize morketing restrictions. The
minimum wage for agricultural workers wes increased from Ksh.1l75 per
wonth to Ksh.215. - In 1979 the Guurantood Mininug Return credit
scheme was m;tndrawn-Although it was replueed in 1980 with a seasonal
gredit sghene, “the gonditions of the_new uCthb were. not as favouralle
to MQle and whoat produecrs. v .

- Sugar, cotton, ‘goffee, gal and pyrpthrum output incressed in 1980
ulthough relatively unxavourablu priges for most of the crops,
particularly coffee, mecant that together with thc lower maize and tea
production agriculfural value added in constent prices fell for the
third ycar running. Total estimated maize production in 1980 fell
fairly sherply compared with both 1978 and 1979 and the lower
production .o rofleeted in o drop in deliveries to the Hational

S
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Cersals and Produce Board =-with. marketed output =ccounting for only -
1h4% of total sstimsted production. Meize stocks had been exportéd
during 1979 so that the reserve was less than half 2 million bags &t
the bcglrnlno of 1080 and maize to. the value of K£25 million had to

‘ba 1mporthd Ma steceke had been raised to alwost one million

bags but this wLu Stlll considered insufficient. This nmaize shortage -
was the result of the weather plus reduced plantings in respenes to
lower prices, the inability to sell maize quickly and efficiently to
the MPRB during surplus yesrs ond the withdrawal »f the Guaranteed
Minimun Return scheme. © '"During 1980, the NCPB purchase price for
maize was increased, @ new systom of scasonal credit was estzblished
and new buylng centres werc introduced. Foraers respondéd. to these
incentives and to the food shortages sncountered by planting a record
area under maize for the loang rains. - Unfortunzately, thisg response

was largely offsct. by unfavourable growing conditions’ and Kenya: went

. o~ - . | : . . . -~ .
inte 1961 expectirg to have to purchase some 350 0U0 tomnes of maize.

(Sessional Piper 1981 wn National Food Folicy, page 6).  The
cetinctions of future domand aed supply predicted that Kenya would

i

not be self-sufficicent in mailze, whedt, rice beanu and milk by 1983

mor by 1969, ' Froducer prices for both WQLHL wmd maize were

substantially raisud in mld-lQoul;n line with' governm rent pollcy to
tuke definite 'tupc to increase food producticn.

o
{
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MABLE 1. OFFICIALLY MARKETED OUTPUT  OF -PRINCIPAL CROPS.

000

ATR.CT 1000

§h/100 Kg.

¥

. : P:‘}l
LRI o 1962 1966 1967 1968 1969 1975'; 1970 . 1972 1973 19%4 - 1975 1976 1977 . 1978 ‘1979"‘
R 152.5 134.3 248.8,  352.6 ° 280.3 205.7 256.6 373.0 440.8 36%.4 487.8 ° 564.7 424.0 236.3 241.7 -

ST PADIY  15.2 1646 15.9 © -18.7  22.7 28.5 30.0 33.8 . 36.1 33.2 32.1 39.3 4l.4  35.8 37,5

L : 84.2 128.4 162.2, " 216.3 241.6 221.5 192.9 '1F3.0 124.6 159.5 = 145.5 186.8 169.9 165.9 207.2
BRI 50.0  5€.9 48.0 39:6  52.4 - 58.3. 59.5 62.0 71.2 70,1 66,2 80.3 . 97.1  84.3 75.1.

16.5 21.4.. 9%.8 . 29.8 - 36.1 41.1  36.3 5343 56.6 53.4 .0 56.7 62.0 | 86.3 93.4 99.3

nfa 514 10 947 1376 15517 1576 1562 _1542 1719 1655 1653 1888 2349 3148

5.4 1444 12,7 14.3 17.1  14.0 16.8  17.0 16.2 15.0  16.1 15.8 16.3 27.2 27.6

CEETACT . 13 143 0 © 0.2 0. 0. 0l 0 - 8,20 0.2 0.2 S0 0 0 e

SISAL © 99.6. 84,0 5103 50.7 - 50.0 - - 44.0  44.8 4¥.2. W1 T .5 43.6 33.6. 32,2 31.5 36.5
- ‘ ‘ | _Sourees Statistical Abstracts 1971 and 197¢
Kenya Statistiecal Digest, Sept. 19¢

TLBLE, 2 f‘:AVERAGE: PRODUCER _PRICES FOR -?R;NCIPAL CROPS K.Sh./100

407 1962 1966 1967 1968 1969 1970 1973 1972 19% 2974 2974 1976 © 1977 1978 1979
L IEE 26,0 41.1 36,1 31 27.T 27«7 = 33.3 '58.2 38497 4644 - 69.8 76,6 88,9  88.%  17.5
F125 1ADDY nfa  44.2 45.5 45.8 5449 50.7 0.7 5.8 = 50.1 58.6 -104.9 136.9 136  144.9 150.8
fasdelT C52.2 5445 56.8. 56.3  54.5 45,1 50.6 50.6 56.7  80.4 104.7 120.3 133.3 1333 - 343.6
COEEEL 669.9° 654.6 * 583.0. 640.4 617.1 . 7P47.8 636.5 T78.9 - 920.7 1007.8 1068.6 2523.8. 3975.0 2818.1 2815.1
- 845.8 780.0..783.0 585.0 618.9 .673.8 650.4 601.5 592, 7 T720.6 ~ 807.8 1056.9 2149.2 1583.2 1356.7
n/a  nfa 4.2 4.5 . 4.5 4.5 4.5 5.0 5.2 . 6.2 8.9 10.5 1277 - 13.3 0 13.3

113.3 .95 95 98 © 97.5 . 99.2 104.8 115.5 121.6 1953 192.1 208.6 -288.3 315,3 328.1

LIsNL " nfa 122.4 .107.8 92.6 .~ 9¢.0 78.1 67.8 90.4 ° A9M3  443.0  343.5 202.6.- 306,1 282.4 - 373.2
TRATT HUM 34.3  AL.6 . 39.7 " 34.4 32,50 31.00 . 35.7 39.6 43,9 430 - 4447 49,2 55.9  72.0 . 100.6

Sources: Statistical Abstrac
and 1979
Kenya Statistical T
" Sept. 1981,
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