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This document draws upon the Institute for Dcvelopment Studies®
evaluation of the SRDP as well as other selected analysges. It is
intended as a summary for discussion within Government of issues
energing from the SRDP which relate to rural developmnent,
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IESSONS FROH THZ SFECIAL
RURAL DEVELOP;ENT PROGRAIMIE:
A SUMMARY

le The discussion below is designed to draw from the rzcently completed
IDS evaluation of the SRDP (as well as from selccted other analyses) the
most significant lessons lecarned from the SRDP expcrience, The recommen-—
dations made arc prescnted ‘in abbreviated form without, in most cases,
presenting the analysis upon which they arc hased. With regard to
gsolccted ipsues some analysis is given in the appendicce attached; with
regard to others it is nccessary to refer to tae original reports, the
major onc being the IDS cvaluaticne The intent of this brief is to list
those aspects of the SRDP expericnce winicli appear to have applicability
to future rural devclopment cfforts in Kenya, and to form the basis for
discussion within Government.

2« Though it is not nccessary to detail the hictory and odjectives of
the SRDF here, it should be recalled that the SRDP was intcnded as an
experimental programme to hclp evolve an effective strategy for bringing
about rural dovielopment in Kenra. In pursuit of this goal six areas
werc chosen to represent diffezrent yet typical human and environmental
characteristics of Kenya. The arcas werce South Kwale District at the
Coast, MNorth Tetu in Nyeri District, Mbere in Imbu District, Vihiga in
Kakamcga District, Kapcaguria in VWest Pokot Distriet and Higori/
Kihancha in South liyanza. A serics of pilot projcets was sclected to
comprise an intosgratcd experimental programme which would be subjected
to rescarch and cvaluation to accertain its replicability in other parts
of the country. The overall objective was to raise the productivity,
income, and the level of welfare of the rural populaticn. The SRDP
commenced in 1971 and the lest of its activities will oe concludcd/takcn
over as ongoing activitics of operating ministries in mid — 1977

3. The activitics which have provided the moct useful lessons include
development administration, crop cxpcrimentation, group cxtension mcthods,
extencion of unsccured credit to smoll farmers, beef production as it
relates to the stockroute system, lebour intencive road consiruction,

the women's programmc, and functional litcracy. In addition, valuable
insights havce been goincd through monitering the rural industrial
development activity of  the RIDP and the livestock (dairy) deveclopmnent
programme. DBach of the above is cencidered in turne

4. Developmont Administratioc:n — One important aspect of the SRDP was
the testing of a system of development adminiciration tint might have
replicability to dir*rict developmeat. Four features of Lhe system
emerged as particularly significoab: the Rural lanagement Systen, the
desirnation of Area Coordinators for cach SRDF, Project Committecs for
pfoject planning and implementation on the locnl level, and a linkman
system with the central Ministrics in ilairobi.
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The rcvised Rural Management System proved to be a useful project
monitoring tool, parts of which can bz replicated in district
develomment planning. Its deficicencies were a) it addecd unnecessary
formalism to a project planning and implemcntation process which,

by its nature, must be able to adapt to different local situations,
and b) it was not an cffeciive systom of project evaluation (as
opposed to monitoring project progress) or project planning in

that the information neccessary for these activities was not

gathcred and utilized through the systcom. Approaches for
alleviating these problemz have becn proposed and revolve around
developing a local level project planning and cvaluation systeme.
They arc presently bein - tested in Turansta.

The system of designating Arca Coordinators for the SRDP's improved
local level project implcmentation, but becausc these officers had
no fisc2l control their effectiveness was limited by their manage-
ment skills and their abilities to work with officers of the
operating ministrices (their abilitics to affcct samc coordination

of diverse programmes of different ministries). Though this problem
has been alleviated to some extent in the casc of DDO’s by the
institution of thc Rural Develepment Fund, bottlenecks are still
occuring because of limitz2d local fiscal control.

Proicct committces which werce able to accomplish substantive

project planning anl monitoring werc those which achicved maximum
involvement of local etatt ond local rcsidents in project deciscion —
making. This expericnce points to the need to fiand means to

achieve local participation in {isirvict planninge Thie re-constitutad
District Dcvelopment Committecs have a potential for better filling
this role than was previocusly the cace Ein that a wider spectrum of
local leadersiip is noi represcnted), but in wmany instances they
exhibit some of the weaknessco of the Froject Committees - they
become forvas for infermition disseministion concerning projects,
failing to perform a substantive planning and monitoring role and
they arc not an cffeetive vebiicle for veprescating the views and
participation of local residents who cre ultimately affcected by

the projects.

The nced for coordination / communication botivicen the [icld and
Nairobi and betwzen ministri-s in Hnirobi weg addresced in the

SRDP throush the linlanan sysicale  That necd is magnified in

dictrict developmeat activity. An attemnpt to strenethen the gyatem
has been made by appointiag high lov Y ministry officers ne linkmene
Follow=up nceds to be done to sec thet these officials deuignate
appropriate of “icers to he in chlarg s of gpocific nctivitics and that
effective communication linl:a are developeds  Vhiere thiao is not
achicved modifications Lo the system muct be madea
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5e Agriculturc — 1In the agricultural ficeld therc were more than forty
crop develepment projects of variouz types, covering crop production,
credit schemes for particular crops, and crop cxtencion. In addtion, a
limited aumber of projects in livestock devilopement were implemented.

A. <Scveral cases of rapid adortion of crovs can be cited in the SPDP
arlas, C.ge, hybrid maizc in Figori, Tetu and Kepanguria, soya beans
in ligori, sunflower in Kapenguria end liexican beans in Mberc.

In cach instancc a combincotion of factors were present which help
explein the high adoption rates: offective extension (sec comments
in B below), adequatc provision of inputs, reliable marketing
arrangements, favourable prices, and a high level of participation by
farmers with government staff in project planning and implcmentation.
In cach instance credit was a weak cxplanatory variable for the high
rates (sce (c) below)e It is cssential that cach of these variables
be taken int~ acconnt in planning futurc crop development projects
(eeg. I4DP proiccts); such has not nccessarily beea the case in the
paste

Bs Methods wer. doveloped of effectively orconizsiag and implementing
agricultural exteoncicn sirvices a2imed at reachingr lavrse nunbers of

o

smallholdcrs, specifically, incishts weee pained with regard tos

(a) How to maximize the diffusion of asricultural innovations
to smallholders. The mos® rositive rogsults were obtained
through focucing cxtonsioa activitics on averase farmers
(a: opposed to the most or least proyrossive)s  The most
effective method to insurc thnt averare {armors were
reached wos to conceatrat. estinsion nctivitices on arca
based grouns of farmers, i.c., farmers with adjacent farms
groupcd {or purpoces of xrension (this aporoach ia bascd
on the fact that more na’ looo procressive farmers aro
distrivbated rotior nermelily ovor oosiven peographical
arei)e

(b) How « 1oy or amb v of noillholders can bl reached without
increusing oot of cxtension ctivity.  An effective
aprroeach to croun cxeension b Heen doveloped in South
Lyensa vheroe Paemere erpmice Jrenna cnmons themselves
(t}nrrnxgr‘ arrienltaral Villaeo Conmittoen) and choose group
lowwdors vho beocom s B0 preney contact pornts with extengion
gtafte Por farorr crtonocien costs have boen reduced
markedly Crom bthose tneurrod when faroere are contacted
individu lly, sdepticn coten beve inpravedy and the system
has ¢ ooved oft ctive for nebiioin: the farmeret own
initintive for cxtension aetivaities,
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(¢) How the working perfomance of the extonsion staff can
be improved. A combination of two systems werce tested
and found coffcctive: day to day manzgement of 2xtension
activities were greatly improved through the Agricultural
Extcension Staff lManagement Systcem developed in Mbere
which consisted of a reporting system for lowcr extension
staff and locational monthly menzgement mectings. The
introduction of ncw extecnsion projects or changes in
extension strategics are being effectively done in South
Nyanza throuzh stzaff inscrvice training.

C. The appropriatc placc of credit in smallholder dcvclopment.1 The
primary lessons lcarned includes

(a) Smallholder credit sclemes tend to have exceedingly
high cost/benefit ratios. A4s a facdtor to stimulate
the production of a varicty of crops credit is often
not nccded, administrative costs arce hiigh, and frequently
tihe intended beneficiarics arce not reaclicd., Small-
holder credit should be promoted only for those crops
and in those arcac uvhcre a need cin be showne

(b) Where it carn be shown that such improved inputs as
synthetic fertilizcr arc neccecsery and credit needed
for their pruchase, rccomucaded amountsz should be those
that arc cconomically (as cpposed to agronomically)
optimal,

(c) Improving husbandry practices and encouraging the
application of such non—-purchosed inpats as compost
and animz2l manure through c'ctension cfforts should
be regarded as the major vehicle for increasing
production of smallholders (rather thoen throush credit ),
Bach of thusc issucs has direct applicebility to district
planning and to the design of IADP projects.

of dairy cnttle have not bacn, by »n' lorpee, spocific to the SRDP arcas and
so can noct be defined strictly s special, experimentil activities.
Neverthiloens, soveral of the projects — specifically those ascociated with
sm21llholders — verce closely M’;nitO[‘x.‘d/r'Hl&lyZ(,‘(‘_ ursler the SRDP, and as o
result come gencral lossons coan be draun ubieh have implic- tions for
livestock development atratopy in Kong e

D. Projccts aimed at promoting th. adoption and iwmproved husbondry

(a) There are, in livestock (deiry) developmenty cuertain
"indivicibilitics®™ zentered on the entlle diseas
probleme This ic ancociat.d with the fact that
grivie ¢t e are highly sonoitive to tick—=horn
dicensess  As o oresult, the offorts of Yprogroooive

An extended anclycis of smallholder credit io iven in Appendices ¥ oand 1le
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small farmers to maintaiua grade cattle often turn out

to be a costly failure, due to the spread of disease from
surrounding plotse. At the same time farmers owning Zebu
cattle and without ithe same investiment have little
incentive to support cleansing ordinances, if they exist,
or to dip conscientiously. Only if a large proportion of
farmers in the area have a private interest in improved
cettle and diseasce control will the social interest be
pursued., Thus a comprehencive or "frontal" assault on
livestock development consisting of a variety of activities-
investment in comprehensive disease control, possibly loans
to farmers and/or artiricial insemination for livestock
improvement, and improving marketing facilities in a
particular area (much as was done in Tetu) - appears to

be much more effective than piccemeal attempts at partial
disecase control or the encouraging of grade cattle
acquisition without first adequately addressing the

discase problem.

(b) To accomplish the above grade cattle development needs to
be based on a strategy for consolidating and extending
existing 'clean' (discasc—free) and 'semi~clean' arcas.
This indicates pricrity arcas for major cfforts: Bungora,
Kakamega, llandi and Kerichc in the Vest (with mouthern:.
parts of Elgeyo larakwst and Baringo), and ller:, Zmbu
and part of lachakos in Central Kenyae

(e) The maintcnance of cattlc dips in the country as a whole
is seriously inadequatcs Becuuse of extcernaldiscconomics
from non=dipping (social benefits from dipping), we
recommend ac a radical proposal frec dipping, if not in
all Kenya then in strategic develonment arcas as the
basis for a comnprechensive approach to the di sease
control/dairy d¢evelopment probleme This would be tor
a minirum transitional period  of, say, thirce years.
Testing and maintaining the strength of acaracides
should be taken over by the Veterinory Department.

Coots should be financed from taxation (porhaps on
cattle sales) as with other public r;00d5, such as roads,
yicldin,; social benefitg.

Ee Beef production and the stockroute sycteme A major development
effort is underway in Kenya to provide morketing facilitics for live-
stock, particularly [{rom the more remote rangre areas where the

potential for commocrcial production irn thougsht to be hish but constrained
by the lack of marketing chionnels and fLocilities.  The present approach
is for the movement and mariceting of livestock teo be accomplished through
a chain of stoclroutes and holding, (rounds provided uith adcquate
grazing, waterines, and discase control freilitices.  Stockroutes were
cobabliched in tuo ol the SRDE arcas, Kapenpniria nd Higori, and though

a comprehenzive stratery did not cmerge from this esperience enough wais
lcarned to 2llou proposals to be moede for mogjor medifications in the
precent pysten relatbed to disoase and land rights issuces.  These proposily
arc osummariscd b:lov,
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(a)

(b)

(c)

It is essential that in the process of establishing
holding grounds for cattlc and other links in a stockroutc
chain the issuc of l1and rights be censidered sacrosanct. The
logic of a stockroutc requires that theee land units be as
free as possible from trecpass , grass poaching and stock
theft, all presently scrious problems. Resoluticn i of land
rights is particularly difficult in arcas whcre land inm
communally held. It is cssential that the problem of
recompense to the existing users of the land should not be
igaorcd, but that the provision of some scrvice that

would bc particularly desirable and accescible to those
uscrs would be a way of solving the distrilutional problem
and minimiging conflict.

One of thc most scrious problems in movipgg cattle from the
pastoral arcas is the transmission of discasc, and the
conscquent issuc of how to minimize thiis transmission

whilc Inhibiting as little as possible the officicney of the

Y

markcting system for cattle., The current cmphasis on guaran-
tining cattlc in a final holding ground should be replaced
by an cmpiasis on radially impreoved rcporting of disecase

in thc whole arce from which the cattle arce funnclled.
Farkedly liberalised movement along ihe stockroutes when
quarantince resirictions are not neccssary should be
combined witii far greater efforts o clamp down on stock
movement < ulien cuarantines are warranitc: and such
movement s weuld involve unacceptavic levels of risk. If
movcment alon; the officinlly rccoznised routes were
liburaliced, an additional advantaze would be relative eace
with wnich disease probloms could be mcenitored, with a
minimum of »olicing,

In the cose of contoyrious Bovin Dleuropacumonia (one of the
seriows and croily tronsomitted st e disearce) present ly

o three ment. quarancine period is imposcd while the cattle
are tested ann vaceinatod.  Hewever, if there had been an
outbreck of the disense in the aren servad by the steclroutc,
thic would ot be Jony: enoush to cnsure that the discase

wan not tranomitted terough the cuppoucd barriers. I thoe
arca from obyeh the enttle are deaer is known not to have had
an outbreals for yoora (s is the case for the Rift Valley
Province), « throo—month delyy b o arbitrary point for
quarantine roosonc cncourogres teadors to bypass the system
and io very bord te justify. Once asnin this approach should
be repleced by inproverents in the dinnage reporting cystoem
and by an qwilily Lo inpose the neceonnry quarantines and
cattle movemon! restrretions, nlong vith the olher CBPP
control woviarer, thoald any cuthreak occur.s (Vo enphasise
the work Tnccounary; aa cubtbeo o in Conlera doosn not make

it necconary Loompone quarans ine restrictions in Karapokot
merely becuase both e i the "“lorthorn rrentier”,)
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6e Labour Intensive Road Construction — Expericnce gaincd in the SRDP
is alrcady making a cignificant contribution to thc Finistry of VWorks?
rural acccss ro§d programmc. The principlc recommcendations for this
programme arc :

A. Sequential Phasing = New access roads should be built in
phascs, the first phasce consisting of relatively low cost
clearing and shuping (the minimum investment nceded for all
weather passage), a second phase consisting of improving the
quality, ctc. The ratc of improvemcnts should be determinced
by dircct obscervation of road usc (bcncfits accruing from the
roads). Large volumesz of traffic for productive purposcs
justify priority being given for road improvcment.

Be Maintcnance — Labour intensive maintenance should be planncd as
an integral and permanent feature of the road network creatcd
undcer the rural accegss roads prosramme. Once the supervicory
structurc is crcatad and local labour hagcome cxpericnce in
road building, A capability for road maintcnance on a
decentralized lavour intensive basis is also cstablished.

Ce Planning/Siting — Loczl involvement in the siting of road
sagments can have a powerful motivating force both in the
success of the roads programme and in other complementary
development c¢fforts.

D. ‘agcs — Optimally wages should boe peaid at o level barcly
sufficient to recruit the needed number of vorkers from
agricultural purcuits during the slack scasons. If higher
vages arce paid, special ceffortc must boe made to avoid the
drain of labour away from arriculturce ot pcak planting and
harvest tinesce  In addition, decisions on the
extent to which lobour - intcensive projects should he
pursucd chould be made usings the lower prevailing agricul-
tural vare no o Tshadeu' pricce.

E. Suporvision — Adequete leadership and supervision for the
conctruction of rural access resds can he recruited and
trainced from the Ronds Inspectorate of Ministry of Works
(for dir.cting a local level programme) and frem local talent
(Yor hundmen). Training should centre on mnnagement and
human relaticons in the case of the Roade Inspectorate.

Fo Budgeting — The necd for considerable local flexibility
dictates fiscal manngement at the district level,
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Te Rural Industry - Thoush it wac not included as a specific SRDP activity,
monitoring and c¢valuation wag carriod out on the Rural Industrial Devclopment
Programme (RIDP), one of tuo Irlmu1) rehicles used for the rromotion of small
scale inlustry in Kenya (the sccomi is the industrial estates programme under
Kenya Industrial Dstates, Ltd.). The siratesy of the RIDP has been to

establish local centr2s, comprised of relabively cxiencive buildings and

ceniral workshops, to act as ‘basec" for cxtension efforts to local scattered
artisans. This extencion programme ha., howzver, nroved to have only minimal
impact and to be excessively costlve Lt the sam: time the Centres themscelves
have not been jeored to servicing many cleiats eon thedlr premices or functioning
adecuately 2s industrial estates.e Vot 15 called for is on intermediate solution
between the cstate approach wud the extension approach.  This would provide very
simple workshops at central sites for large nmanbers of artisans who would have
ugce of specialized machinery ecadequipment @s common faciliticse These would in
effect be "werkchop clusters' rather thon industrizl estates. Specific
recommendations include

A. FPolicics related to rurzl industrial development nced to make a clear
distinction bctuween mederate-sized industries and craft industries, and
to rccosnize that a substantial part of rural industry promotional
activities in the near futurse will L dirceted towards craft industries
(the rrimary focus of theo RIDP how boen bowsrd thoce industries)s The
approyriate ferms for proiction of craft unl of mnderate-sized
industries are different,

Be Up to nou the K.ol.ge and the R.T.D.P. have heen inclined to different
approiachern, the K.T.l. touivds wers heavily-capitalined centres with
elicnt assistance the centre sepcwhat zlon, the lincs of industrial
estates, and the R.T.D.0. towards an extension approach with assistance
at the clients' oun promices. A primsry problem with the extension
apprcach to clients han boen the fact that it has not been able to
address o contral constraaat oot by tnall sroducers: the lack of
capital in tho Yorm of promysos, pooery Lools, and materials,  Total
rclience should not be mede en Lias cppeoach 1n the ffature,

Ce The alternative form for ceraf andastry development of orkochop clusters
appears to heve cirom e codvantoges over Y cot dbe and extonsion
ap;rorchese  Greeifie 1lyy 14 oo preposel Lhats
(n) Bxiciiag Contres in woumsio s would be trancCorsd by bailding

thirty Lo ierty choan e ls or vorkshop unite wroanl the extosting
bui I,

(b) In cmallor raral eoaters, cndlloe clasters off fivwe Lo ton
untto o vonld Lo obau b oaroaet oo v tor ot e connon
frciliticss  Tie coct of oaety Jh o cheald he oach that
articon tenante corld af ol Lo oy oot which wonld cover

the full bopeccuibron of the b lline .
Dy This approch ohieald serve e o pedel for the 1ar nwabor of

QIDCYs proposd tor concrepaction tn LYhe current doevelopment
pl«'l“ *

L
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8. Womun's Programme ~— In th: SRDP the Yomen's Programme has consisted
of strengthening women's groups by training lcaders in a variety of fields
related to family welfare and community development. The orogramme is
essentially an excrcice in cxtension in that it diaws upon the field staff
of a numder of operating ministrics to coordinatc the work. As o result
of this need for inter—minis: coordination the prcgramme has provided

n ideal oprortunity for deveicping appreaches to integrated development
act1v1tles, Soie projects enccuraged have been income-—generating, such as
poultry keeping and handicrafts. and others have been primarily in the
field of welfare, such ar malnutrition and the cstablishment of subsistence
vegevable gardens.

Far and auvay the most signifécant contribution of this work hag
been the evolution in the JRDP’S of a local level plonning system for
women's groups activitices. To date it has been implemented in fourteen
districts and has iwmplicatiorsfov district level planning throughout the
country. The objective of the system is to develop project planning and
implementing procedurcs which (o) effectively co-ordinabe the efforts of th
various ministries involved and (b) gutucer sufficient local level data ior
effective planning and involve local level staff, leaders, and residents in
the procesz of project planaing and irplement atloﬂ.

The system lias been brolen into reven 'tasks! as follows:

Ao Scttinz up District Planning asd Imnlementaticn Tcams (DPIT) —
these teams are organized at district worlishoprs and
composed primarily of district level stafi who are involved in
the viomen's croups wctivitics, The coordinatorc of the teams
vary by disirict, anl the tear is the primary project planaing
and implementing bodya

B, Community Zcminors — o soriecs of sqniinars ~re held with local
residents to develop ' dialogue conceraing the concept of the
progvamne anl Lo drac ideas on notentinl prorramme activitics
and hou theyr mioht 1»:35 } rana

C. Collecticn of Iifor.ati n from Yeron®s Groupsn—isnta for projoct
identifcation ard I ooaing are identifiod and eollected
throv. L the ,niduucr o the DEIT. Menitoring data are cathered

as vhe progects arec 1 plonented.

D. Sclection o ™ojoets - baced upen “nlovrmtion sathered through
tack: B anl € above, project noleciion 1s underdaken by the
DPIT.

Fe Project iamingg = detniled projoct donivn is then dene, aluo by
the DpiT.

Fo Trowning ond Betoaston Dduc o tion = a0 syveten has been doveloned Lo
bralo crvension ot oo will be responsible tor the oxtencion
work and to train vonoats crour beadorse The braining i corried
in formal serarone ab bteaining cootren and inforeally in tho
ficld,

SROR
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G. Implementation and Evaluation of Field Activities — this
work is co-ordinated by the DPIT.

The valuc of the system is that it is building on the initial
efforts at dietrict planning to develop the machinery necessar,
to deal with all aspects of project design and implementation
at that level.

9. Functional Litcracy

While the results from the functional literancy programme in the
SRDP were disapppointing, i.c., gencrally high drop out rates and few
trained, the cxperience provided a wealth of information concerning how
the programme might be structurcd to better achicve its objectives. 3
The experience did, in fact, recult in comprehensive proposalg for
revising the course. What will be rcquired are fundamental changes in
three areas: teaching methods, course content, and programme administra—
tion. Several of the most important conce. 15 zre summorized below
ga number of these arce technical recommendations uhich require cvaluatim
and, in fact, have beca cvalunted) by persons quglified in functional
literacy training mcthods. They form the basis for inproving the prosramme

L.« The tcachinz mathod being used at present places too much emphasis on
the vhole~word approach, Advantaic should be taken of the phonetic
naturc of the Swahili languaie by introdusting studentc 4o the soundg of
individual vowels and consonants carly in the learning sequence, gso that
after a limited nunber of lessons they can coastruct new words on their
own and arc no lorger dopendent on lcarning, by rote meomorisation.

B . The order ir which words arc introduced should be plannced carcfully,
Words mnade up of simple gy 1lables chonld be introduced before more
complex words, and the syllables and sounds should be introduced
systematically and with adequate rerctition,

C.. Better advantaye chould bLe talen of the pupllztprevious familiority
with Swahili by introducing: slaple, commonly used vicrds in the introduce
tory lcusons and only later addin:: difficult, little tanown words.

3

The recommendations of the SRDP anilysis arc basel nn the agsumption
that expenditurcs on functionnl literacy, relative to other proJrammess,
arc jurtificds This amumpticn has heon quusiioned by others. The
recormendations here focus on unys to make the pro,ramne mere cost -~
effective,
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4e Yords with more than one meaning should first bo introduced with
their common everyday meaning, and other legs widely known mecanings
introduced later.

5« The rcasoning hehind common farming practices in Kenya should be
carcfully investigated, and different practices should only be rccommend.ed
in the functional litcracy rcaders if it is quite certain that these
practises would in fact represent an improvement,

6. Following these recommendations, the booklets for tho Functional
Literacy Programmec should be rceuritten and the teaching methods revised,

The writing should Le done by a team consisting of, at minimum, a

literacy expert, a Swahili speeialist and pcople with extensive ficldwork
expericnce in agriculturc and domestic  scicnce education. The first two
booklets should be conceried mainly with tcaching rcading and vriting, and
the adult cducation component :hould largely be reserved for subscquent
booklets, Separate cditions of the later booklets would need to be prepared
suited to local conditiong of clirate and soil and local cconomic factors,
Local field staff should be fully involved in Writing these editiong.



APPCNDIX I

SMALLHOLDZR CREDIT ~ SRDP EXPERIENCE

The discussion below centros around the rcecemmendations of the 1DS
with regard to smzllholder credit and is bascd largely on an analysis of
the Vihiza maizc credit schems. Alternative recommendations for Governnent
policy (considerel to be sccond-best by the IDS) arc discussed in Appendix
II.

1. The IDS analysis argues for increasing smallholder producticn other than
throush the provision of credit, They specifically recommend that small-
holder credit schemes, when they arc financing a crop for which therc is

no mcnopoly buyer, c.g., most food crops, bc dropped in favour of other
methods. This conclusion is based upon the following:

~ the benefits accruing from Vihig~ have been fewe While the rate
of adcption of hybrid maizc and chemical fertilizer among Vihiga
farmers has been impressive, litulc of it can be attributed 4o
the credit programme. Such a conclusion results from the fact
that a) the distribution of the loan was such that an cxceedingly
high percentage of the recipients hed alrcady adopted the
improved inputs (in 1973 93% of thc loences had provided the
initial demonsiration prior to rcceiving the loan (in that thcy
had alrecady uscl the inputs)e.

- there is a general tendency in such smallholder credit schemes
toward low bonefits. As o factor ncecessary to stimulate the
production of a varicty of crops among smallholders, credit is
often cxaggerated, i.c., many farmers do not nced credit in
order to improve crop yiclds and to emphasize it more often
than not diverts attcntion from these problems that arce truly
important.l

Fven if 2~ smallholder docs not have the resources tc purchase a
reccommencod package of improved inruts, 1t is not always as
neoessary as assuned for farmers to start of £ by ueing large
amounts of, for instonce, chemieal fertilicer (for many <rops
the most cxpensive of the improved inputs). There is
considerable cvidence that substantial yicld increases can be
obtained threough improved husbandry practices as well an with
the application cf cempost and animal manurce In addition,
problems of secil dopletion can be pobtly solved by the usc of
locally available fertilizers, interplanting, aad crop
rotation; at the least, the neecussary quentitics of synthetic
fertilizor are likely far belew waot is usually recomicndede
Probloms of proper husbandry ~nd the optimal usc of compout and
manure ~re usually far greotor thon the necdt for credit to
purchase ewpensive manufacturced inputse

A sccond factor limiting benefits io that credit often
dows aot runch thosc who need it the most (asain, this is well

1That this is the cnose ir Vihiga igs well documzented. Sce Vihiga
Discussion Paperas 1 = 5,
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documented in thc Vihiga casc)e AFC, and mest lending institutions,
are not intercsted in the high risk smallholder (and so tend to focus
on the larger, lowcer risk farmers) and cxtension agento often do

the same; this hanpencd in beth Vihiga and Tctu,

— the coste in Vihiga have been highe A subsidized intcerest rate plus
a very low rcpayment rote have resulted in a bencfit/cost ratio so
low as to make the scheme not viable.

~ there is a gencral tendency toward high costse Pirst, it is
inevitebly cxpensive to scrvice large nunbers of small loans, and
so administrative costs arce high.  Sccond, for many farmerz the
surplus procduced over family consumption needs (in the casc of
maize) will be insufficicnt to repay the loan, thus addibg to the
rate of default. Third, it is claimed that there is a tendency
in unsecurcd loans toward low repayment, largely bcezuse the
incentivé to rcpay of establishing a good crodit rccord sc as to have
zvailable futurc credit is insufficent among many farmcrs ~ likely
many farmers do not forcsce the nced for credit in the futurce.
Likewisc, smallholder schemes that rcouire title deceds as sccurity for
loans may cxpericnce high default rates as welly the cost of forc—
closing on significant numbers of loances will be too greet for the
lending institution to becar, thuc forcing them tc Fely on voluntary
compliance with rcpayment rcquiremcnts (as in thc case of unsccured
loans). The issuc of the influcnce of loon sccurity is discussed
furthor in Appendix TT.

In sum, the rcport recommends that, because of the low bcnefit/cost
ratio, there is not justificetiecn for continuing the Viniga credit programmc
and onc must bc generally wary of premoting similar sahemes in the future.

o, As altcrnatives to credit the report emphasizes a) condiderably improved
extension services and b) subsicization of improved farm inputs (whcre nced
for such inputs is cstablishcd). Spcecifically, it sugpests that the extcnsion
gorvice should be regarded as the major vehicle for increasing production

and r2ising income levels of smellhelderse  This recemmencation is bascd on
the fact that a) production levels ean bo raised by improving farming methods
that do not involve thc introduction of cxpensive inputsg, b) the repayment
problem has been the mogt severc omong the poorest farmers receiving loans

in Vihiga; where the credit prograame is guccessful in rzaching lower income
farmers the ropayment problem is likely to hecome more severe, a situation
thnat reinforces the argument that effective cxtension work is particularly
important ulicre the aim is to benefit the most disadvantaged, and e) there is
considerable room for improving the effectivencss of the cxtension scrvice

in recachins farmers of »verage and below average incomre The rceccommendations
for improved cxtcnsion revolve around the sroup epproach to extension, an
approach whicli, thoush not now, 1o siven considerable weirbt by IDS.

3. Tho analysis further surresty that, where the nced for them is
established, improved scele and synthetic fortilizers chould be digtributead
to emallholders at subsidized pricese The primary advantage of thisg
approach is that, likce cffective extonsion, subsidices can reach the smallost
formery (many of whom likely weould not gualify for gmallholder loans). The
major objeciion is that the cost could be substintial, thoughy depending

erenee/3
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upon the extent of the subsicdy, it could be far less than the cost of a
nation-wide smallhclder credit scheme (becausc of the possible high rate
of default),

4. 45 strong argument is madc for a moratorium to be declercd on the
cncouragument of synthetic fertilizer usc by msmallholders, pending the
outcome of rescarch establishia~ the arcas where it is ncccssary and
volumes that arc cconomically ortimel. The purpose of this recommendation
is not to suggest that synthetic fortilizer has no value but to switch the
burden of proof. Instcad of assuming thuot it is vital and must be used
unless it can be schown that it ic not nccessary, it siould bc assumed that
gool husbandry, incluling rotation of crops and usc of compost and manure,
are sufficicent to malntaln ool yields unless it can be shown thav they
arc not,

Phis rocommendation is based on a) the fact that while syathetic
fertilizer may not always be as cxpensive as it is now, its prices is
likely to remain high, L) the ficld tricls guoted in the rerort case douht
on its cffecctiveness relitive to good husbandry practiccs, c c) that crop
rotation, composting and manurc arc good substitutacs, 4) that, notwithstanding
the first threce points, in seme arcas farmers may not be able to obtain gocd
yiclds from improved sced withcut synthetic fertilizer and c) that if it is
necessary the amounts ncedcd may not be as larpe as thosc currently
recommended,

5 It is further recommended that the necess nry rescarch be undertaken te
establish where, if anywherc, fertilizer is indispensable and in what
quantitics. If fertilizer is found to be nccessary in some arcas it should
bz distributed to smallholders ol subsidized pricese

6. The above rocommendations have sisnificant imylications for both the
Intcgrated fArricultural Develo;ment Programme ond the USAID supported
Loricultural Development Loang both of which hiave substantial smallhclder
loan components. It is important thzt both of these projects be examined
in ligzht of the 105 findings on smzllholder credit ir. order to avoid
repcating past mistakes.



APPENDIX IT

SHMALIHCLDER CREDIT -~ ADDITIONAL ISSUSS TO
THOSE RAISED BY THE IDS EVALUATION

The IDS cvaluation of the Vihiga smallholder credit project indicates
that the costs of thc scheme far outweigh the bencfits, and thus it cannot
rcasonably be justificde. The recommendation is not only that the Vihiga
project be dropped but that similar schcmes (where there is no moropoly
buyer of the output for which the credit is ziven) not be undertaken.

A stronz casc is made that Government policy vis a vis smallholder development
should rcflect this peoition.

Alternatively, onc could examine the experience oi' past smallholder
programmes to dctermine ways of overcoming some of their major preblems,
i.ce, of increasing the bencfits relative to costs, and recommcnd project
design modifications based upon this cxperience. The IDS position is that
any such recommcndations would reflect choices that are sccond hest to
their suggestions of concentrating on improved ex’ »asion services to
smallholders and aubsidized agriculiural input prices. lNevertheless, in
vicw of the fact that the Government will be chmnnelling iarge sums into
smallholder credit through the IADP, these issucs nccd to be revicewed.

Is A primery Pactor contributing to exceedingly hizh costs in past
smallholdcr schemes is the unacceptably high rate of default among loances.
If repayment cannot be improved, programmes much as thosc tried in Vihiga

or Tetu caanct be juctified. Both the Vihiga and Tetu expericnces gherd
light on the question (much of the data below werc collected subscquent to
the IDS work and so arc not included in their report):

A, Rcpayment in Tetu was better than that in Vihiga (roughly 804
for the thrce loans ziven in Tetu and ranging from a high the
first ycar in Vihiga of 90% to a low in 1973 of 33% — with
44% repayment in 1974).

Bs There were tuo important differenceez in the loen designs
between Tetu and Vihiga. In Tetu loances were (a) rcquired
to attend a training course at the MPC's where the loan and
rclated issucg concerning the farmer's skambas were discussed
in dctaii and (b) in parts of Tctu an organized cffort was
made through chiefg and subchiefs at loan collection.
Neither of thece olements was included in the Vihiga nroject
until the initiation of credit bwrazas (where loances met to
digcuss the loan in particular and farm problems in gencral)
nzar the end of 1974. Though the Tetu data are not
sufficicnt to ascctain for certain, it apyears that these
two factors werc importunt in explaining the hetter
repayment rate in Tetu.

ceacscesf?
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C. There is considcrably better data for Vihiga which has
important policy implications. In my minutce in file
EPD/SC 237/010(3) at folio ( ) tho experimental design
fFor the 1974 Vvihiga lo.n is described. its primary feature
is that ir allows monitoring rcpayment behaviour among
diffecrent categories of farmers in on attempt to determine
ways of encouraging repayment.  Farmers vere divided into
four categorics: the First consisted of locnees required to
present title deeds as 1c.n security, & sccond vere farmers
divided into groups of berween 4 and 11, wit® the stipulation
that no mcmber of o group could obtoin 1 su' -equent loan
until all members in his group rcpala, & third of loances
who had repaid previous 1oans and werce given unsecured loans,
and a fourth of ncvy individual loonces issued unsceured
loans. In turn, cach crtegory was dividcd into loanees who
needed credit and thosc who did not. This design was an
attempt to test different hypotheses with regard to incent-
ives to repay the loan. Docs, @s 15 often claimed by
financial institutions, raquliring title deeds give  an
incentive to repriy? Does dividing farmers into groups as
vas donc cxert socicl presoure to repay among farmers in
each group? Could one cApect farmers wvho had repaid a
prcvious lonn to repyy o agan and o have o botter repayment
record than the fourth cateqgory of new individual unsecurced
loanees?  And finally, do those who really need the credit
realize the velue of fnother 1o m i o cubcoquent year and
SO repay more readily thin those vho do nots

L}
In addition to the 2bove design, credit berazas (referred
fuere to abova)Aicld and roeopds coptoof the farmers who attonded
in order to menitor U pPos.ible impact of these meetings on
repayrint.  Tho most interosting results »f the experiment
arc given b loor,

l. Fercent of 1oan repatd, May, 1274 13.6%
Poercont ropaid - e Coteqgorys 414.6%
Percent pepaid - No Lced Catoqory” 143.1%

2. Percent of Loan Repoaid - by Crtegory of Loance.

11 vill not go into an explanation here of how nced vas determined,
If such n cxplination i dogired | vould be happy to address it
ldt('r‘.
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solve the repayment prohlem of smallholder schemes. One could
not cxpect, for instance, ovecrall repayment to be increased from
44% (the prcsent repayment rate for the 1974 Vihiga loan) to, say,
90%. Some farmers likcly will not foresce the nced for credit in
the futurc and so the nced to establich a2 good credit record by
repaying a present loan. Others will not become involved because
they pcrceive better uses for their time and higher priority

uses for their cash incomc than loan repayment. HNevertheless, the
experiment does focus on o critical element that nceds close
attention in designing future loan schemese.

De Again, the Vihiga and Tetu cxpericnces point to the nced to
incorporate into the designs of the Integrated Asricultural
Development Programme ways to affectively communicate with
farmers, a mechanism whoercby the loan recipientst nceds and
desires can influence chrnges in loan design, and effcctive
follow—up in loan colicction (a5 was denc, at lcast to some
extent, in Tctu).

II. A final point nceds to he made on the proper role that credit
provision ghoulda play. A5 noted earlier, IDS argucs that policy
should be focused on improved extension goervices and subsidized
gericultural input prices.  An alternative arsumont is that credit
to smhllholdermchould be used when it con be shown that it io
nceded in order to obtain rood yiclds and, vhen credit is used, it
chould be thougsht of as on adgunct to a ool extension scrvice.

As i discusscd in the swamary of the 1DS smallholder credit report

in Appendix T, yrields of an numbor of crops nre not as dependent

upon hirsh cost purcnagsed inputs g the case for credit provision
assumese.  The aryument con boe made that the extension service

should concentrate on improvine the stondiard of husbandry and tho
usc of compocl and monure fairct and oncournse the uge of such

inpats as rynthetic fortilicers (for which crodit might be needed)

ornly when fermers have obtoaned pocl yrelds without it.  Thio

appronch placen the burden of preot’ on those who arsue in favour

of providineg credit to chow thot high cost injputs are necegsary and o
the croedat it which to purchace them, rather than initially assuming
that theoe anputs are necenonrye. A demonctration of the need for puch
inputs in any jiven goosraphicesl area conld be a requirement for credit
provision in the denien of smallholder eredit programmen in the future.
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