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EXECUTIVE SUMMARY
 

The Republic of Kenya's Sessional Paper No. 1 of 1986, "Economic Management for
 

Renewed Growth," sets forth the government's approach to long-term economic
 

development. An integral part of that approach is "rural-urban balance," a
 

strategy of local level investments meant to take advantage of the opportuni

ties for development of small towns and secondary cities associated with
 

expanding agriculture. Rural-urban balance explicitly recognizes the inter

dependence of agricultural development, urban development, and the creation of
 

off-farm empi.oyment opportunities for members of rural households.
 

One important mechanism for implementing rural-urban balance is the Rural Trade
 

and Production Centre (RTPC) Programme. As described in the Sessional Paper,
 

"The purpose of this programme is to concentrate scarce resources for urban
 

infrastructure in a limited but growing number of selected rural centers which
 

have the best potential for supporting agriculcure and its linked productive
 

activities, including processing, manufacturing and services." Kutus is one of
 
the first designated RTPCs.
 

Th:s study of rural-urban exchange in Kutus town and its hinterland was under

taken for three primary purposes: to yield insights into potential RTPC inter

ventions in Kutus and the iearby vicinity, to develop baseline information on
 

the area especially suited to evaluating effects of the RTPC Programme several
 

years hence, and to provide guidance for rural-urban balance policy and imple

mentation of the RTPC Programme. The research effort was also intended as a
 

first experimental step toward developing a field research approach that could
 

be used for otner RIPCs.
 

Because it was desired that findings of the study be useful to other endeavors
 

related to rural-urban balance in addition to the RTPC Programme, the
 
researchers were instructed not to limit their consideration of potential
 

interventions in the Kutus area to the basic infrastructure investments called
 

for under the RTPC Programme.
 

OVEVIEW OF THE STUDY AREA 

Kutus town is located northeast of Nairobi, about an hour and a half away by
 
motor vehicle over paved roads. It lies more or less in the center of the
 
settled area of Kirinyaga District, at the convergence of major roadways
 
linking the larger settlements of the district with each other and with larger
 
cities such as Embu to the east and Nairobi to the south. The study area can
 

be roughly described as a circle with a seven-kilometer radius around Kutus
 
town, and it can be characterized as a midlands transition area. It encom

passes lands ranging from relatively steep-sloped, at elevations up to about
 

4,800 feet in the north, to gently-sloped, at elevations down to about 3,900
 

feet in the south. It includes areas designated as coffee, marginal coffee,
 

sunflower-maize, and cotton agricultural zones (see maps in Chapter II).
 

The population of the study area in 1987 was estimated to be about 48,000 with
 

nearly 5,000 in Kutus town. The population of Kutus town has been growing at
 

an average of 9.4 percent per year in recent years, due in large measure to in

migration. There has been little migration to the farming portion of the study
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STUDY AREA POPULATION ESTIMATES, 1987
 

Kutus Farm Other 

Town Households Nontown Total 

Number of households 
Average household size 

Population 

1,294 
3.69 

4,775 

4,527 
8.37 

37,891 

1,020 
5.33 

5,437 

6,841 
7.03 

48,103 

Percent of total 
study area population 9.9 78.8 11.3 100.0 

Percent of District 
population 1.2 9.4 1.4 12.0 

area. A large proportion of migrants to Kutus have been attracted from outside
 

farm households virtually all heads of
 the district, while among study area 

to the area are from Kirinyaga District.
 households and 94 percent of migrants 


A further possible indication of the perceived econcomnic health of the area is
 

that in the age group representing prime working years 
the proportion in the
 

The average age is youthful but
 
study area exceeds chat in Kenya as a whole. 


higher than nationwide.
 

Kutus households derive nearly 90 percent of self-employment 
earnings, 78
 

Among
 
percent of wage earnings, and 87 percent of all earnings from Kutus. 


Kutus self-employment activities in which residents engage, 
commercial
 

Average household self-employment earnings from 
service
 

activities dominate. 

and commerce activities in Kucus are easily two to three times the average
 

earnings from industry. The services sector provides the highest level of
 

Kutus household earnings from wages.
 

A large number of Kutus households earn self-employment 
income from farming,
 

Yet self-employment cash
 
and nearly 20 percent from farms in the study area. 


income from farming inside or outside the study area is substantially less than
 

Thus, farming is a
 
from any other sector inside or outside the study area. 


significant self-employment activity for Kutus reridents 
but apparently for
 

reasons other than maximizing current cash income.
 

Study data show that farm households in the Kutus area 
also derive substan

tially more of their cash earnings from nonfarming 
activities than from
 

farming, and are even more diversified than Kutus households 
in their nonfarm
 

It is not an uncommon practice for farm households, especially the
 activities. 
 to a lesser extent
 
more prosperous ones, to engage in commercial businesses 

and 


Farm households in the study area derive
 in service businesses in Kutus town. 


about 25 percent of their cash income from farming self-employment, 
and of
 

Overall, only about 40 per
this, 23 percent from farming in the study area. 


cent of farm household cash income in the study area is derived from local
 

rural activities; another 28 percent is derived from activities 
in Kutus town,
 

and 32 percent is derived from activities outside the study 
area.
 



Nevertheless, agriculture appears to be central to the economy of the region on
 

at least three counts. First, apart from providing a significant amount of
 
income to farm households and most income to less prosperous farm households,
 
farming appears to provide a food source, safety net, and revenue base for
 
undertaking noufarm entrepreneurial activities. Second, the commercial sector
 
in Kutus in particular is closely linked to and heavily dependent upon agricul
tural production and marketing. Third, both commerce and services in Kutus
 
depend heavily on spending by farm households from the study area.
 

The following table summarizes estimates of basic crop production statistics
 
for the study area. Coffee clearly dominates as the main source of agricul
tural cash income, yielding 1.75 times the gross revenues of all other crops
 
combined on a per farm basis. It is grown by nearly 90 percent of farm house
holds in the study area. All coffee is marketed through the Kirinyaga District
 
Coffee Cooperative Union facilities in Sagana.
 

STUDY AREA AGRICULTURAL PRODUCTION STATISTICS, 1987
 

Per Farm Household
 
Avg. % of Ann. % of 
Acres Yield Value HHs that 
Grown Sold of Sales Grow 
(Acres) (% (KshT M 

Crop 

Coffee 1.12 100 16,778 86 
Maize 3.19 4) 3,475 100 
Beans * 2.87 41 2,721 100 
Tomatoes .12 79 1,182 32 
Potatoes .26 17 606 71 
French beans .02 99 133 5 
Other .81 61 + 1,468 80 ++ 

Some acreage is double-counted owing to intercropping, a practice especially
 

common for maize and beans.
 

Acreage for fruit trees is not included, as farmers reported these in num
bers of trees rather than acreage.
 

+ Ranges from 0% for peas to 97% for sugar cane.
 

++ Ranges from 10% for sugar cane to 80% for fruit.
 

Maize and beans are grown by all farmers in the study area, often on the same
 
acreage, for both consumption and sale. Both crops are 41 percent commercial
ized, and, except for portions marketed locally for home consumption, by regu
lation they are marketed through the National Cereal and Produce Board facili
ties in Sagana, with traders in Kutus acting as agents for the board.
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Tomatoes represent a relatively high-value ard highly commercialized crop, and
 

they are traded on the open market. Tomatoes yield the fourth highest gross
 

revenue of any crop in the study area on a per farm basis, and are grown by
 
nearly a third of farm households.
 

Other crops include potatoes, french beans, sorghum, peas, sugar cane, and a
 

range of vegetables and fruits. Among these, sorghum and bananas are the most
 

prominent.
 

On the whole, farms in the study area are small: 28 percent are between 4.5 and
 

6.5 acres, with a like percentage smaller in size. On average, small farm
 

revenues amount to 41 percent of large farm revenues, but earnings vary con

siderably in accordance with capital intensity. For large and small farms
 

combined, low-capiral farms average 46 percent of the average gross revenues
 

per year realized by high-capital farms.
 

Coffee production is an important factor in cash income from farming. Regres

sion analysis reveals that an additional acre of coffee yields a farmer in the
 

study area approximately fifteen times the additional annual net income yielded
 

by an additional acre of all other crops combined.
 

Economic activity in Kutus town is not only vibrant but surprisingly diverse. 

The industrial sector includes sawmilling, cart manufacture, furniture making, 

hides and skins preparation, leatherworking, tobacco processing, transformer 

manufacture, slaughtering, brake bonding, shoe manufacture, tailoring, basket 

making, and diverse crafts. The commercial sector includes general retailing, 

bookselling, hardware, bicycles, agricultural bulking and trading, cement 

retailing, soft drink wholesaling, household goods, personal care goods, food 

sales, textiles, and other goods in larger and smaller shops, kiosks, stalls, 

and in the open air market. The services sector includes restaurants, hotels,
 

hairstyling, manual small-load hauling, transportation, metal goods repair,
 

vehicle repair, tire repair, a petrol station, mechanical repair, electrical
 

repair, guards, barbers, teachers, administrators, real estate, religious
 

services, drivers, and much more.
 

The 377 iusinesses in Kutus that operate out of fixed places of business employ
 

an average , between one and two employees full time, and about one employee
 

part time. Tis means that each such business can be thought of as occupying
 

the equivalent of about three workers including the owner and quite often at
 

least a small amount of family or other unpaid labor as well.
 

Industrial enterprises have the smallest average number of full-time employees
 

of the three urban sectors, and the largest number of part-time employees,
 

despite its relatively high average wage rate. As might be expected, startup
 

costs are highest in industry; but the capital/labor ratio and profits per
 

worker are lovest. These could be further indications that industry is the
 

least vibrant of the three sectors and perhaps has the least potential for
 

significant expansion, except for micro-enterprises requiring little capital.
 

By contrast with industry, commercial establishments, which include trading
 

businesses, have the highest average number of full time employees, the lowest
 

average number of part time employees, the highest capita-i/labor ratio by far,
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and nearly twice the median profits per worker as the other 
two sectors
 

combined.
 

PERCENTAGE DISTRIBUTION OF KUTUS BUSINESSES
 

BY AVERAGE NUMBER OF EMPLOYEES, 1987
 

Average Number of Employees
 
4 5 >5 Total
0 1 2 3
Businesses 


Fixed Places of
 
Business (FPB):
 

Industry
 
4.5 0.5 0.5 2.5 16.5
% of total 3.5 2.5 2.5 


15.0 100.0
% of industry 21.0 15.0 15.0 27.0 3.0 3.0 


Commerce
 
0.5 0.0 3.0 26.0
6.5 1.5
% of total 9.5 5.0 


36.5 25.0 6.0 0.0 100.0
11.5
19.0 2.0 


Services
 
% of total 4.5 3.5 1.5 2.0 0.5 0.0 2.5 14.5
 

% of commerce 


10.0 13.0 3.0 0.0 17.0 100.0
% of services 31.0 24.0 


All FPB
 
% of total 17.5 12.5 9.0 8.0 1.5 0.5 8.0 57.0
 

% of FPB 30.5 22.0 16.0 14.0 2.5 1.0 14.0 100.0
 

Open Air Market (OAM)
 
0.0 0.0 35.5
% of total 24.5 5.0 4.5 1.5 0.0 


69.0 14.0 12.5 4.0 0.0 0.0 0.0 100.0
% of OAM 

Transportation
 

% of total 3.0 3.0 4.0 0.0 0.0 0.0 0.0 10.0
 
100.0
% of transp 30.0 30.0 40.0 0.0 0.0 0.0 0.0 

100.0
Total All 45.0 20.5 17.5 9.5 1.5 0.5 8.0 


Notes: Includes full- and part-time employees, but not owners.
 
totals do not actually add to
Figures have been rounded to nearest 0.5; 


100 because of rounding.
 

On the whole, businesses in Kutus are quite small, most being a part of 
what is
 

The table above shows that when all
often referred to as the informal sector. 


businesses are included 45 percent provide employment only for the owner and 
65
 

percent provide employment for the owner and one other worker e:ther
 

full or part time. Only 8 percent employ more than 5 full or part time
 

workers.
 

Half of all businesses in Kutus were started in the past five years, and over
 

80 percent of all current businesses were started since 1970. Survey data
 

suggest a Kutus town economy that has had a measure of strength for some time
 

and has seen acceleration in growth of numbers of both small and large
 

businesses in recent years.
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Of the 377 Kutus enterprises operating out of 
fixed places of business, 92 are
 

in nearby neighborhoods. The
 
located in the new southern commercial 

area or 


observer wandering through the new commercial 
area sees tidiness and solid
 

modern structures, including a new open 
air market that remains unutilized
 

an unhurried pace.
 
owing to lack of utilities, but a lightness 

of activity at 

the main road, on the other
 

The older northern commercial area situated 
on 


hand, is somewhat ramshackle, untidy, and chaotic, 
but teems with economic
 

activity conducted mostly in the open air.
 

If the new commercial area is properly 
served with utilities and convenient
 

made in the old commercial area, Kutus
 
access, and if certain improvements 

are 


will have the physical conditions for efficient long-term economic expansion.
 

If the current rate of economic expansion 
in Kutus continues unabated, both the
 

likely to be thriving by the turn of the
 
old and new commercial areas are 


century.
 

COFFEE, MAIZE, AND TOMATO MARKETING AND 
INPUT SUPPLY IN THE KUTUS REGION
 

Rather than viewing agricultural production 
as a broad aggregate, this study
 

the rural-urLan exchanges and income multiplication 
effects
 

focused on 

associated directly and indirectly with 

marketing and input supply related to
 

coffee, maize, and tomatoes. Coffee
 
three "key" commodities in the Kutus area: 


selected because it is the dominant cash 
crop; maize was chosen because of
 

was 

its importance both as 3 staple grown 

by virtually all farmers and as a com

modity for domestic markets; and tomatoes, 
representing the fourth highest
 

a class of
selected as representative of 
gross sales per farm household, were 


commodities in the region with similar 
potential and unregulated marketing
 

channels.
 

reflected in coffee, maize,
 
On the whole, agriculture in the study region, 

as 


and tomatoes, is prospering. However, the results of this study suggest 
sev

eral possibilities for improving levels of production, 
producer prices, input
 

costs, vaiue added, and income multiplication 
associated with agricultural
 

marketing and input supply in the study area.
 

Marketing
 

Productivity in coffee production is limited by payment delays from the coffee
 

Delays in payments accruing to societies 
from
 

union to the coffee societies. 


coffee sales force coffee cutbacks in credit extension 
upon which many farmers
 

depend for purchase of production inputs. 
The fact that the productivity level
 

of farmers who do not use fertilizer is about one-third the level 
of those who
 

do use fertilizer suggests that eliminating 
payment delays would have a
 

material beneficial impact on coffee production.
 

The prices farmers receive for maize is 
depressed by delays in payment to maize
 

store traders from the NCPB, the marketing parastatal. 
Payment delays inhibit
 

store traders from purchasing maize from 
farmers and thereby force farmers to
 

The price a farmer receives
 
sell at lower prices to open air market traders. 


from store traders is roughly 10 percent higher than from open air market
 

traders. Procedures resulting in more timely payments 
to traders would
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increase competition among buyers and likely result in improved producer
 
prices.
 

The producer price for maize is also depressed by controls placed on marketing
 
that commodity. Relaxation of price and movement controls would likely draw
 
additional traders into the market and broaden marketing options for farmers,
 
yielding higher producer prices that in turn would stimulate expanded
 
production. To the extent that more maize trading took place in Kutus, higher
 
levels of income multiplication in Kutus and the surrounding area would also
 
result. The same applies to beans.
 

Farmers unable to grow tomatoes under i.rigation have half the number of har
vests as those who irrigate. Moreover, off-season prices for iomatoes are as
 
much as five to seven times higher than regular season prices. Increased use
 
of small-scale irrigation technologies in tomato growing areas near water,
 
particularly in the eastern part of the study area, would substantially
 
increase returns to tomato production.
 

Roads connecting coffee societies and factories that become impassable in wet
 
weather interfere with collection of coffee for delivery to Sagana. This has
 
the effect of increasing costs of society operations, which narrows the margin
 
farmers receive for their product. It also effectively lowers productivity
 
owing to spoilage. The problem is most severe in the highest potential coffee
 
areas in the northern part of the study region, where slopes are steepest and
 
rainfall is heaviest.
 

Poor farm to market roads increase costs of transporting both maize and toma
toes and thus decrease farmer returns. Of the 45 percent of surveyed farmers
 
who complained of difficulty in getting their goods to market in Kutus, the
 
vast majority listed impassable roads as the major reason. The problem is more
 
severe for tomatoes than maize, as farmers make higher cash outlays for trans
po:t of tomatoes, and tomatoes are more perishable. Thus, priorities for
 
addressing this problem should focus on the eastern portion of the study area.
 

A high differential prevails between the prices paid tomato farmers in the
 
Kutus market by long-distance traders and the prices those traders receive in
 
Nairobi. The margin amounts to roughly 42 to 67 percent, accounted for in part
 
by high expenditures on transportation costs and labor outside the study area.
 
Measures that would capture for study area households more of the value added
 
in the Nairobi price would increase returns to farmers and facilitate higher
 
levels of capital investment, that could result in expanded production. This
 
would also increase income multiplication in the study area, to the benefit of
 
both farm and town households.
 

Input Supply
 

The coffee union's tendering and ordering process results in shortages and
 
delays in the supply of important inputs to farmers, which reduces productivity
 
and raises input costs. In the worst cases, inputs are completely unavailable
 
to farmers for a period of time. Sometimes when the ordered stock of inputs is
 
delayed the union is able to purchase stocks locally, albeit in smaller quanti
ties and at higher prices, which are then passed on to farmers. Since supply
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of most inputs for all crops in the study area comes through the coffee union,
 
this matter affects all commodities. A more timely and efficient tendering and
 
ordering process would improve productivity and rcduce input costs to farmers.
 

The import licensing process also causes shortages and delays in the supply of
 
inputs to farmers. Relaxed regulations and a more administratively efficient
 
process on the part of the government would expedite the supply of imported
 
inputs and increase agricultural productivity in the study area.
 

Roads connecting coffee societies and factories that become impassable in wet
 
weather also interfere with supply of inputs from socie,.v to factory to farmer.
 
Once the society obtains inputs there is no certainty they will arrive in the
 

hands of farmers in a timely manner. During rainy seasons it becomes extremely
 
difficult for societies to distribute inputs to factories. At worst, farmer
 
productivity suffers from lack of inputs. At best, transportation costs
 
increase to societies and farmer returns are reduced. Again, this affects all
 
crops in the study area.
 

Controlled prices of fertilizers and seeds have the potential benefit of
 

keeping input costs to farmers low. Unfortunately, the same low prices also
 

serve as a disincentive to private traders who might potentially stock the
 

goods. Given the undependability of input supply through the coffee union,
 

facilitating greater private sector involvemert in input supply through relaxa

tion of input price controls would have a beneficial effect on farmer produc

tivity and input costs, and it would also improve income multiplication in the
 
study area.
 

a
 

lack of labor for production. Almost 30 percent of farmers in the study area
 

mention lack of labor as a constraint on current production. In addition, ten
 

percent of coffee growers who claim they would like to expand production say
 

they are unable to do so because of labor shortages. Any mechanism that would
 

improve farmer access to wage labor would not only result in higher levels of
 

production in both the short and long term, but would also have direct and
 

indirect income generation benefits for Kutus town and the study region as a
 

whole.
 

Paradoxically, in a region with 15 percent unemployment, farmers complain of 


RURAL-URBAN EXCHANGE AND INCOME MULTIPLICATION IN THE KUTUS REGION
 

Overall, survey data reveal a healthy pattern of rural-urban exchange in the
 
study area, with shares in the vicinity of 80 percent of the final prices of
 

coffee, maize, and tomatoes accruing within the region as profits and labor
 
wages or the second round of other expenditures on marketing and production.
 

The total value of sales of these commodities amounts to over KSh. 96,000,000
 
annually. These sales, in turn, result in an accrual of over KSh. 7,500,000 in
 

Kutus and over KSh. 70,000,000 within the rural portion of the study area. In
 
the second round of economic impact, farm households then spend over
 

KSh. 50,000,000 annually on household consumption in the study area, of which
 
over 40 percent accrues to Kutus.
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However, a substantial portion of production, marketing, and consumption
 

spending that does not accrue to Kutus is actually spent in Kutus, but
 

ultimately accrues to study area farm households that market their agricultural
 

commodities in Kutus and have household members engaged in husiness or working
 

in Kutus. Farm households drive the town economy, from which both town and
 

farm dwellers gain and then make 60 percent of their household expenditures in
 

the study area, from which they gain again. This is the sort of rural-urban
 

exchange dynamic desired in RTPCs.
 

The rural-urban exchange and income multiplication data generated by this study
 
some
also reveal further opportunities for economic growth in the study area, 


of them echoing observations made in the previous discussion of coffee, maize,
 

and tomato marketing and input supply.
 

Inputs to coffee marketing have relatively low income multiplication effects in
 

the study area. This is due in part to the nonprofit nature of the cofiee
 

societies: what would otherwise be profits are reflected in better payments and
 

other benefits to farmers. But it is also due in part to the fact that 90 per

cent of administrative costs accrue outside the study area. These administra

tive costs cover not only coffee marketing per se but other activities of the
 
To the extent that more of the costs associsocieties, such as input supply. 


ated with input supply were spent within the study area, and within Kutus in
 

particular, the local economy to which study area farmers are most closely
 

connected would benefit. An arrangement to make this possible might be worth
 

pursuing as part of an effort to improve the coffee input supply situation
 
mentioned earlier.
 

A comparatively low share of the final price of maize accrues to farmers in the
 

study area. The combination of price and movement controls and delays in NCPB
 

payments to traders introduce market distortions to the disadvantage of
 

farmers. Measures making possible more competition in maize trading would
 

provide farmers with improved market options and probably yield better producer
 

prices and lower trader price margins. To some extent, this would amount
 
But improved
merely to shifting benefits from local trad~rs to local farmers. 


producer prices are likely to call forth more production, which would result in
 

more trading in the commodity, to the benefit of everyone.
 

Tomato marketing has comparatively low income multiplication effects in the
 

study area and in Kutus, The reason is because large portions of this com

modity are marketed through long distance traders who incur transportation and
 

labor expenses outside the study area. To the extent that this arrangement
 

best suits the needs of farmers and yields them the greatest effective returns,
 

the study area is well served despite the low income multiplication effects
 

from marketing. However, there may be arrangements possible that enable
 

farmers to play a larger role in marketing their tomatoes in Nairobi and there

by improve both their direct returns and income multiplication in the study
 
area.
 

Though roads are sometimes impassable in wet weather, on the whole farms in the
 

study area have relatively reasonable access to Kutus. Farm households utilize
 

this access heavily to buy and sell to and through Kutus as producers, as urban
 

entrepreneurs and wotkers, and as consumers. This phenomenon highlights the
 



x
 

importance of access for tapping the inccme generating power of rural-urban
 
exchange, but also hints that even more such spending could be facilitated by
 
further improved access and urban commercial facilities. It is likely that
 
improved commercial facilities would also yield more spending in Kutus by Kutus
 
residents, who now purchase a variety of goods and services elsewhere for lack
 
of local suppliers.
 

POTENTIAL INTERVENTIONS
 

Following are suggestions generated by this study for potential interventions
 
to improve rural-urban exchange, strengthen the role of Kutus as a rural
 
center, and accelerate economic growth in the Kutus area. These should not be
 
taken as recommendations per se, since detailed examination of feasibility,
 
funding, implementation, management, cost recovery, government policy, and
 
related matters pertinent to specifi. recommendations was beyond the scope of 
the research effort. These suggestions are offered for further consideration 
by the government, local authorities and other institutions, donors, and citi
zens in their efforts to promote rural-urban balance in the Kutus area and 
elsewhere in Kenya.
 

A. Physical Capital
 

1. Market Infrastructure in Kutus
 

2. Small Workshop Space in Kutus
 

3. Coffee Input Supply Depot in Kutus
 

4. Wholesale Produce Bulking Depot in Kutus
 

5. Improved Society-to-Coffee Factory Roads in the North of the Study Area
 

6. Improved Farm-to-Market Roads in the East and South of the Study Area
 

7. Irrigation Technology for Tomatoes
 

B. Institutional Capital 

8. Cooperative Tomato Marketing through Kutus
 

9. Kutus Labour Excnange in Kutus
 

10. Revolving Loan Fund for Small Businesses in Kutus
 

C. Policy and Procedure
 

11. Relax/Remove Price and Marketing Controls on Maize
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12. 	 Eliminate NCPB Payment Delays to Traders or Shift Incidence of Delay to
 

the Public Sector
 

13. 	 Relax/Remove Agricultural Input Price Controlj
 

14. 	 Streamline Procedures for Agricultural Input Importation
 

15. 	 Expedite Coffee Union Tendering/Ordering of Farm Inputs
 

16. 	 Eliminate Coffee Union Payment Delays to Societies or Shift Incidence of
 

Delay to the Source
 

LESSONS FOR RURAL-URBAN BALANCE AND THE RTPC PROGRAMME
 

In some respects the selection of the Kutus area for this pilot study was
 

initially thought to be an unfortunate choice. It was suspected that Kutus
 

would be found to have been relieved of much of its potential regional urban
 
is so
 economic role by the several larger towns and Nairobi to which access 


convenient from the area, and this would deprive the s,.udy of a typical case of
 

an RTPC. The high agricultural potential and relatively high levels of income
 

in the area, and also the relatively good rural road network, were further
 

concern that the Kutus case would not yield broadly useful insights.
causes for 


to have been an extremely fortunate
The researchers now believe the Kutus area 

selection. Many of its characteristics offer clues to the potentials of suc

cessful RTPCs. Kutus was found to be playing a major and pivotal role in the
 

economy of its surrounding area despite the competition of larger urban cen-


And the role it is playing is very much the sort of role envisioned in
ters. 

Yet, in Kutus and its surrounding
rural-urban balance and the RTPC Programme. 


area research identified no shortage of opportunities for public investments to
 

enhance rural-urban exchange, agricultural development, urban development, and
 

creation of off-farm employment opportunities for members of rural households.
 

Nevertheless, readers are cautioned that the following lessons for rural-urban
 

balance and the RTPC ,Programme are based on a single case study.
 

Lessons for rural-urban balance:
 

1. The government's decision to stress agriculture as the basis of rural

urban balance is correct.
 

2. The emphasis in rural-urban balance on linkages between rural and urban
 

activities as a means of increasing agricultural productivity is sound.
 

3. The government's objective of encouraging a broad spectrum of small-scale,
 

nonfarm activities in small towns is feasible and sound.
 

4. The expectation underlying rural-urban balance that small towns can absorb
 

rural population is correct.
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5. Price controls and associated procedures and regulations on certain agri
cultural commodities generate effects that run counter to the objectives of
 
rural-urban balance.
 

6. Import quotas and price controls on farm inputs generate effects that run
 
counter to the objectives of rural-urban balance.
 

7. Policies designed to promote large-scale industria] operations at the
 
expense of small-scale operations run counter to the objectives of rural-urban
 
balance.
 

Lessons for the RTPC Programme:
 

Regarding RTPC selection:
 

8. RTPCs should be located in areas with reasonably good agricultural
 
potential.
 

9. RTPCs must be reasonably accessible from larger towns or regional centres.
 

10. Tnere must be, or be the potential for, a critical mass of agricultural
 
production and farm population within an area of relatively easy access to the
 
RTPC and in which the RTPC has a comparative advantage as a trade centre.
 

Regarding RTPC research needs:
 

11. Determination of RTPC investments should be supported by research on
 
linkages and exchange between the town and its hinterland.
 

12. RTPC research should explore ways of increasing income from agricultural
 
production as well as multiplying this income in the local area.
 

13. RTFC research should examine linkages between the RTPC and larger towns
 

and regional centres.
 

Regarding .TPC interventions:
 

14. Good access be;-ween the RTPC and farms in its hinterland is essential for
 
RTPC success.
 

15. Facilitating trade and commercial exchange within the RTPC through suppor
tive infrastructure is a high priority.
 

16. The order of growth potential for sectors within RTPCs appears to be
 
commerce, services, industry. However, there is potential for very small scale
 
operations in all sectors, and facilitating such operations will enable the
 
unique hidden economic growth opportunities of each RTPC to emerge over time in
 
response to market demand.
 

17. Interventions should not be restricted to physicel infrastructure; techni
cal assistance, training, financial services, and local administrative and
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regulatory reform, sometimes at locations other than the RTPC, may be just as
 
important.
 

ADAPTING THE STUDY METHODOLOGY
 

On the whole, the study methodology as described briefly in Chapter I of the
 
full report is appropriate and suitable for application to other RTPCs. How
ever, some modifications in the research focus are in order, some measures to
 
increase research efficiency should be taken, and some hard decisions con
cerning resouices dedicated to RTPC research need to be addressed before
 
engaging in additional efforts of this sort.
 

A. Research Focus
 

1. 	 Expand research on internal operations of the RTPC economy.
 
2. 	 Expand research on rural-urban investment patterns.
 

3. 	 Expand research on recent patterns of change.
 

4. 	 Study the designated key commodity systems in greater depth.
 

5. 	 Study forward and backward linkages further afield, including linkages
 
with other towns.
 

6. 	 Study macropolicy issues in greater depth.
 

7. 	 Deemphasize the baseline aspects of research.
 

B. Improving Research Efficiency
 

8. 	 Prepare a handbook of research procedures.
 

9. 	 Define the study area more carefully.
 

10. 	 Train research teams to undertake RTPC studies.
 

11. 	 Adapt the commodity system approach to realities in each case.
 

C. Research Resources
 

12. 	 Target the research and define its objectives very carefully, and provide
 
funding adequate to the task.
 

13. 	 Formulate an RTPC research program that includes preparatory work, such as
 
development of an RTPC research handbook, and identifies a sequence of
 
RTPC studies coordinated with selection of RTPCs and implementation
 
schedules for RTPC investments. The program should be institutionalized,
 
and a permanent coordinator should be designated.
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I. INTRODUCTION
 

A. Context And Purpose of the Kutus Area Study
 

The Republic of Kenya's Sessional Paper No. I of 1986, "Economic Management for
 
Renewed Growth," sets forth the government's approach to long-term economic
 
development. An integral part of that approach is rural-urban balance. The
 
term "rural-urban balance" refers, as discussed in Chapter 4 of the Sessional
 
Paper, to a strategy of local level "...investments [that] will take full
 
advantage of the opportunities for small town and secondary city development
 
that will arise from a rapidly growing agriculture." The Sessional Paper not
 
only sees agriculture as the primary basis for orderly and productive expansior
 
of small towns and secondary cities, but notes as well that "...market centres
 
throughout rural areas [are] essential to support the expansion of agriculture
 
and to facilitate the growth of related off-farm employment opportunities."
 
Rural-urban balance thus explicitly recognizes the intei-dependence of agricul
tural development, urban development, and creation of off-farm employment
 
opportunities for members of rural households.
 

The Sessional Paper is clear about the government's intent to rely on the
 
private sector to accelerate rural economic growth, and about the role of
 
government in facilitating this in the context of rural-urban balance: "Over
 
the coming years, government guidelines to District Development Committees and
 
local authorities will place greater emphasis on building infrastructure that
 
helps the private sector to create more productive employment in small towns
 
and market centers. These government guidelines will incorporate three general

principles: giving priority to infrastructure that supports productive activ
ities; strengthening linkages between secondary towns; and channelling
 
resources to smntii urban centers of high potential."
 

One important inecanism for implementing rural-urban balance is the Rural Trade
 
and Production Centre (RTPC) Progratmie. As described in the Sessional Paper,
 
"The purpose of this programme is to concentrate scarce resources for urban
 
infrastructure in a limited but growing number of selected rural centres which
 
have the best potential for supporting agriculture and its linked productive
 
activities, including processing, manufacturing and services." A package of
 
investments in an RTPC is meant to comprise "...basic infrastructure required
 
to support agriculture and other productive activities,...and typically would
 
include some combination of rural roads, water, power, post office, telephones,
 
youth polytechnics, markets and other facilities directly related to agricul
ture or small scale manufacturing and trading enterprises."
 

As the government was formulating preliminary guidelines for the RTPC Programme
 
and identifying the districts from which the first group of RTPCs would be
 
selected, it sought to begin to address the need for research in support of the
 
programme. Research was needed: to shed light on the types of investments
 
that would yield development returns envisioned in the program most efficiently
 
and effectively; to establish baseline data for RTPCs to compare with similar
 
data collected after completion of RTPC investments so as to be able to evalu
ate the program; and to examine fundamental assumptions behind rural-urban
 
balance and the RTPC Programme and develop further guidance for carrying them
 
out. 
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The Settlement and Resource Systems Analysis Cooperative Agreement (SARSA), a
 
research and field support project of the U.S. Agency for International Devel
opment, Bureau for Science and Technology, Office of Rural and Institutional
 
Development, possesses specialist capabilities in a number of subject areas
 
related to regional development, including rural-urban dynamics. SARSA was
 
asked to lend its research capabilities, in collaboration with a senior Kenyan
 
researcher and local field survey enumerators, to addressing research needs in
 

support of rural-urban balance and the RTPC Programme. A modest initial
 

research effort focusing on one out of the first group of eight RTPCs was
 
agreed upon.
 

Thus, the study of rural-urban exchange in Kutus town and its hinterland that
 

is reflected in this report had three primary purposes: to yield insights into
 

potential RTPC interventions in Kutus and the nearby vicinity, with emphasis on
 

strengthening means by which the town and the surrounding farms each promote
 

economic growth of the other; to develop baseline informntion on the area
 

especially suired to evaluating effects of the RTPC Programme several years
 

hence; and to provide guidance for rural-urban balance policy and implementa

tion of the RTPC Programme. Secondary purposes were to take the first steps
 

toward developing a field research methodology that could be used for other
 

RTPCs and identifying minimal research support requirements for the RTPC
 

Programme. Because it was desired that findings of the study be usefil 
to
 

other development endeavors related to rural-urLdn balance in addition to the
 

RTPC Programme, the researchers were instructed not to limit their considera

tion of potential interventions in the Kurus area to the basic infrastructure
 

investments called for under the RTPC Programme.
 

Overall design of the research effort evolved through a series of exchanges
 

among the Government of Kenya, A.I.D., and SARSA that extended aj st a year.
 

This dialogue produced three documents that defined the scope, e,. Ises, pur

poses, and approach of the research: "Rural-Urban Balance: The Private Sector
 

Key," (9 May 1986); "Keys to the Rural-Urban Balance Strategy," (8 September
 

1986); and "Research Workplan for Keys to the Rural-Urban Balance Strategy,"
 

(13 March 1987). The research parameters spelled out in these documents are
 

reflected in the SARSA research methodology discussed below. It was recognized
 

by all parties to the research that great prudence would need to be exercised
 

in drawing broad conclusions from research concerning a single RTPC and its
 
hinterland. B.it it was felt that important knowledge could be gained neverthe

less, and that such a pilot experience was crucial to clearer articulation of
 
loaiger term RTPC research needs.
 

B. The SARSA Research Methodology
 

The methodology employed in the Kutus area study is based on SARSA's Rural-


Urban Exchange (RUE) research framework. This framework is particularly well

suited to the study because, like rural-urban balance, it takes agricultural
 
production as the lead economic activity in the income generation and develop
menL process. The basic proposition behind the RUE framework is the same as
 

that behind rural-urban balance and the RTPC Programme: economic exchange
 
between farms and towns is the main engine of broad-based income generation in
 

rural areas, and rural economic growth is therefore most effectively fostered
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through measures that enable farms and towns to expand their roles as suppliers
 
and markets for each other.
 

Under the essential RUE conceptualization, farm-town exchanges can be thought
 
of in terms of three broad categories: exchanges related to mirketing agricul
tural commodities, exchanges related to purchasing agricultural inputs, and
 
excha*.ges related to farm household expenditures. In the first instance,
 
income is generated by marketing agricultural commodities. That income is
 
multiplied into additional income, particularly for people in towns in the
 
area, when it is spent locally on agricultural inputs and farm household goods
 
and services. It is multiplied still further when it is "respent" locally on
 
inputs to town-based activities and on goods and services for town households.
 

The intervention identification methodology that derives from this entails
 
three basic steps: (a) field surveys to document the three categories of farm
town exchange and the iLcal income multiplication effects associated with them;

(b) analysis of the data for indications of potential interventions to
 
strengthen local income generation in the three categories of exchange; (c)

further analysis to derive a set of preferred potential interventions at
 
specific locations in the area.
 

Rather than viewing agricultural production as a broad aggregate, SARSA adap.s
 
the basic methodology to a particular rural area by concentrating field
 
research on the rural-urban exchanges and income multiplication effects linked
 
to key commodity systems in the region. Under the RUE framework, the term
 
"commodity system" refers to the system of production, marketing, input supply,
 
and household expenditures asscciated with a particular agricultural commodity.
In other words, a commodity system is made up of the three categories of rural
urban exchange as linked to a specific farm commodity. 

Focasing ol a small number of key commodity systems limits field research to 
economic exchanges and other activities from which most income connected either
 
directly or indirectly to agriculture in the region is earned. This makes it
 
possible to cover the most important economic activities in the area, from a
 
rural-urban exchange perspective, with a limited research budget. It also
 
means that the interventions ultimately identified will be ones that improve

the income generating capabilities of important systems of production and
 
exchange already working in the region. These interventions will therefore
 
tend to be of a type that makes it possible for local farmers and other entre
preneurs to iacrease their incomes through measures 
that build on existing
 
skills and activities.
 

For the Kutus area, coffee, maize, and tomatoes were selected as the key com
modity systems. Coffee was selected because it is the dominant cash crop,
 
grown by nearly 90 percent of farm households in the study area. Maize was
 
chosen because of its importance both as a staple grown by virtually all
 
farmers and as a commodity for domestic markets. While tomatoes are not a
 
commodity that is now especially promiient in the study area, they appear to
 
have a growing market and are representative of a class of commodities in the
 
region with similar potential and unregulated marketing channels.
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Interviews, survey questionnaires, and reviews of records were employed to
 

collect information at the Kutus market and small "shopping centers" in the
 

countryside, and from farm households, town households, commodity traders, town
 

in the Kutus area. Data
businesses, institutions, officials, and others 


relating to the three key commodities and the region as a whole were also
 

Information collected included
collected from various sources in Nairobi. 


primary statistical information, secondary statistical information, anecdotal
 

information, previous studies, subjective evaluations, and documentation of
 

policies and procedures.
 

Two broad types of information were collected, one documenting the systems of
 

economic incentives and responses operating in the key commodity systems, 
and
 

the other documenting factors in the larger socioeconomic and administrative
 

environment that heavily influence the system3 of incentives and responses.
 

the systems of economic incentives and responses included basic
Information on 

economic information such as prices, quantities produced and traded, 

costs of
 

production and trade, price margins, typical forms of payment, natures 
of
 

buyers and sellers, frequency of trading, and related types of information, all
 

for each of the points of transaction in each of the commodity systems. Data
 

the larger socioeconomic and administrative environment included 
information
 

on 

family structure and household member roles, infrastructure, technologies
on 


and production methods, other sources of household income, finance 
and invest

ment, institutional arrangements and procedures, related macropolicies, final
 
as to
This information was organized so


market characteristics, and the like. 

provide an account of each of the key commodity systems, with special attention
 

to their spatial manifestations and rural-urban exchange characteristics.
 

that is, analysis of each key commodity system in turn
"Horizontal" analysis --

was then undertaken to devalop economic indicators of potential intervention
-_ 


various points in the Kutus area.
opportunities for each commodity system at 


Examples of such indicators are low productivity, low producer prices, 
high
 

inpur costs, high price margins to the disadvantage of the local economy, and
 

Information on the larger socioeconomic and
low income multiplication effects. 


administrative environment was analyzed to explain these indicators and to
 

develop initial ideas about possible interventions that would yield increased
 

farmers, increased nonfarm value added in association with the
returns to 

commodity, expanded trade between farms and towns, and/or increased 

local
 

income multi.plication effects.
 

This was followed by "vertical" analysis, in which initial findings for each
 
The aim of this exercommodity system were compared among commodity systems. 


cise was to identify points of spatial and functional overlap among commodity
 

systems and potential interventions related to them, so as to highlight 
inter

ventions likely to have the most widespread benefits. An iterative process of
 

examining intervention options was then undertaken to assess their effects 
on
 

associated income multiplication in Kutus
all three commodity systems and on 

Though not required in the workplan, the
 town and the surrounding area. 


researchers intended to run a quantitative assessment of intervention 
options
 

in semi-simulation fashion, but research resources were exhausted 
before that
 

was possible.
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The results of this methodology are the basis for the following chapters of

this report. These chapters, however, are not organized in accordance w.ith the
 
sequence of steps in the methodology. Rather, they are organized in accordance

with the presumed interest of most readers to gain insights into (a) the char
acteristics of rural-urban exchange and income multiplication in Kutus and its

hinterland, (b) possible interventions to enhance local income generation in
 
the Kutus area, and (c) lessons for rural-urban balance and the RTPC Programme
 
as a whole.
 

C. Outline of This Report
 

The next chapter provides an overview of the Kutus region, with emphasis on
 
expressions of its current economic expansion and on rural-urian relations and
 
comparisons. While the information presented generally is not integral to 
the
 
analytic aspeCLs of the study, it does constitute a significant component of
 
the "baseline" information requested by the Government of Kenya. Information
 
in Chapter II is also important to a full apprec:Lation of the more limited
 
scope presentitions in subsequent chapters.
 

Chapter III L:c,.mt._,2.ns discussions of the marketing and input supply aspects of

the coffee n:,-ze, arid tomato cemmodity systems in the study area. These are
 
followed b',,
aiconclusions section that summarizes indications of economic
 
growth opportunities inherent in operations of the three the commodiL, 
systems.
 

Chapter IV focuses in greater detail on 
the statistical expressions -.f rural.
urban exchan.,.- and income multiplication associated with Jilc three commcldity
 
systems, bi.! 
 :idresses as well rural-urban exchange and income multiplication

associated wljn-,,;onsumption expenditures in the study area. These thenare 
combined in s6-imiary section that examines Lne rural-urban exchange and incomemultiplicaLion effects in particular on 
the Kutus town economy, followed by
 
conclusion:, regard .ng opportunities for economic growth in the study area.
 

Chapter V .suggesLL lb possible interventions to improve rural-urban xchange, 
.- , engthen the role o. KuLus as a rural center, and accelerate economic growthin the Kuti:s area. based on material in the previous chapters. These are
grouped by physical capital, institutional capital, and policy and procedure.
 

Chapter VI !s.et.s out. lessons for rural-urban balance and the RTPC Programme
derived frorn research in the Kutus Region. First, data from the Kutus area 
study are employed to examine assumptions behind rural-urban balance and the 
RTPC Programme. Then, findings regarding policy and implementation programming 
are listed and explained.
 

Appendices A and B are for the reader concerned with details of the sampling
procedure and the questionnaire modules used for farm households, town house
holds, town businesses and small scale enterprises, and marketplace traders and 
artisans in the study area. 

Appendix C provides observations on adapting the study methodology for further
 
use in the RTPC Programme. 

http:L:c,.mt._,2.ns
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II. KUTUS REGION OVERVIEW
 

The emphasis in this report is on the current and potential role of rural
urban exchange as an income generating and development force in Kutus town and
 
its surrounding area. The present chapter provides minimal essential back
ground information in terms of the locational setting and the institutional,
 
demographic, employment/income, agricultural, and urban contexts at the time of
 
the study. The focus in much of this material is on relations and comparisons
 
between Kutus and its hinterland.
 

The reader interested in more background information on the study area, and on
 
Kirinyaga District in which it is located, is referred to "Kirinyaga District
 
Development Plan 1984/88," published by the Ministry of Finance and Planning,
 
Republic of Kenya. Some material has been borrowed from the District Plan to
 
round out this chapter; as a general rule, however, information available in
 
the District Plan is not repeated here.
 

Most of the information in this chapter was generated during field survey work
 
for the Kutus area study. While this information is not an integral part of
 
the fundamental analysis of the study, it does constitute a significant com
ponent of the "baseline" intormation requested by the Government of Kenya.

When the Kutus area is studied again after completion of investments under the
 
RTPC Programme, changes in characteristics documented in this chapter will
 
yield important insights into rural and urban development consequences of
 
rural-urban balance policies and local implementation of the RTPC Programme.
 

A. Location of the Study Area
 

1Kutus town is located northeast of Nairobi, about an hour and a half away by
 
motor vehicle over paved roads. It lies more or less in the center of the
 
settled area of Kirinyaga District to the south of Mt. Kenya Forest. The study
 
area can be roughly described as a circle with a seven-kilometer radius around
 
Kutus town. It covers about 11 percent of Kirinyaga District and 14 percent of
 
the district outside of Mt. Kenya Forest.
 

The study area can be characterized as a midlands transition area. It encom
passes lands ranging from relatively steep-sloped with high agricultural poten
tial at elevations up to about 4,800 feet in the north to gently-sloped with
 
medium agricultural potential at elevations down to about 3,900 feet in the
 
south. Mean annual rainfall ranges from about 1,200 mm. in the northwest to
 
about 800 mm. in the southeast. It thus includes areas designated as coffee,
 
marginal coffee, sunflower-maize, and cotton agricultural zones. However, no
 
sunflower or cotton were found to be grown in the study area.
 

The market center character of Kutus is reinforced by its location at the
 
convergence of several major paved roadways linking the larger settlements of
 
the district. In fact, it is the hub of a network of trunk roads linking the
 
district with larger towns and cities such as Embu to the east and Nairobi to
 
the south. The rail connection for the sudy area, however, is at Sagana, 20
 
kilometers to the southwest.
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Kutus also lies at the convergence of Mwea, Ndia, and Gichugu divisions of
 

Kirinyaga District, and includes portions of each of them within its
 

boundaries. District administrative offices, however, are located at Kerugoya,
 

ten kilometers northwest of Kutus.
 

B. Development Institutions
 

GOVERNMENT
 

Central government ministries support urban and agricultural development
 

directly through district level offices, such as the District Agriculture
 

Office which provides extension services. Direct central government ministry
 

support to economic development in the district expresses itself most effec

tively and extensively through an expanding network of infrastructure,
 

including primary and secondary roads that link the area to markets and supply
 

sources outside the district, major bridges, water supply, and electricity.
 

The Kirinyaga County Council covers the portion of the district outside the
 

jurisdiction of the Kerugoya/Kutus Town Council. It operates four major
 

Departments: Community Development, Veterinary-Agriculture, Markets and Trade,
 

and Works-Roads. The County Council is responsible for provision of rural
 

social services such as housing, nurseries, and vocational education, for
 

veterinary services, for market town development, for minor bridge repairs,
 

and for maintaining rural roads, including access roads to coffee factories and
 

rural shopping centers. Table 2.1 summarizes income and expenditure for the
 
In three of the past six years he coun-
Kirinyaga County Council in 1985/86. 


cil has run a deficit: its responsibilities are extensive and its revenue
 

sources limited. The Kirinyaga County Council has limited capacity to support
 

local economic development from either a financial or technical standpoint.
 

The Kerugoya/Kutus Town Council was upgraded from urban council to town council
 

status in 1987. It includes an Administration Department, Civic Department,
 

Education and Social Services Department, and Markets and Trade Development
 

Department. It is responsible for nursery schools, sports, and training;
 

development and maintenance of market facilities and town infrastructure; trade
 

and business applications, fees, rents, and charges; town plans; and market
 

supervision. Table 2.1 summarizes income and expenditure for the Kerugoya/
 

Kutus Town Council in 1985/86. The council has run a surplus over the past six
 

years, and it has shown keen interest in utilizing its resources for market
 
It has created a new commercial area
development, especially in Kutus town. 


the other side of the main road from the old market, and
about a kilometer on 

is in the process of extending water and electricity to it.
 

The District Development Committee (DDC) provides the 'ramework for cooperation
 

and coordination among central government ministry offices and the local
 

authorities. The DDC has a variety of sub-committees, such as the Executive
 

Committee, Joint Loans Board, Land Control Board, District Licencing Board, and
 

District Works Committee. Administrative authority at the district level rests
 

with the District Commissioner, who is assisted by a Divisional Officer at the
 

a Chief at the location level, and an Assistant Chief at
division level, 




Table 2.1
 

KIRINYAGA COUNTY COUNCIL AND KERUGOYA/KU'TUS TOWN COUNCIL
 
INCOME AND EXPENDITURES 1985/86
 

(inKenya Pounds)
 

.Department K.C.C. K.K.T.C. 

Income Fipenditure Income Expenditure 

Administration 87330 169091 4250 33339 
Civic dept. 0 21980 0 7050 
Edu./soc. serv. 20275 200709 3500 21663 
Mkts./trade dev. 112281 63483 90898 33076 
Land rates, 

plot rent 20800 0 7400 0 
Poll rates 4500 0 1500 0 
Crop cess income 406562 0 30702 0 
Play grnd., 

park, cemetery 800 1784 0 0 
Agr./veterinary 4780 61469 0 0 
Works/roads/rental 
& housing/water 
supply 122300 454104 0 0 

Totals 779628 972620 138250 115128
 

Surplus/Deficit -192992 23122
 

Source: Ministry of Local Government and Urban Development
 
Budget Estimates 1985/6
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These administrative heads are also 
the chairmen of devel

sub-location level. 


opment commilttees at their respective 
levels.
 

The development committees are composed 
of technical staff of government 

min

istries at each level, representatives 
of local authorities, and leaders 

from
 

They are expected to meet regu
local community and business organizations. 


larly to make local policy decisions and 
coordinate implementation of local
 

for example, decide on
 
The DDC and its sub-coimrjittees,


development projects. 

allocations of district grants, funds. 

loans, tenders, and licenses.
 

Development committees at
 
In practice, only the DDC has been 

fully active. 


not yet effectively operational, and 
chief's meetings, called
 

other levels are 

informed of decisions from higher 

levels and
 
at which people are
"barazas," 

debated, remain the main form of local 
participation.
 

local matters are 


PRINCIPAL PARASTATALS
 

The National Cereal and Produce Board 
(NCPB), with district headquarters and
 

beans, and other crops
 
depot in Sagana, is responsible for marketing maizk, 


from the study area other than what 
is sold for local family consumption.
 

Traders purchase and sell these commodities 
as agents of the parastatal.
 

discussed in the following chapter.
 
Procedures associated with the NCPB 

are 


The Agricultural Finance Corporation 
is a parastatal located in Kerugoya 

that
 

assists development of agriculture 
and agroprocessing by making loans to
 

farmers and cooperative societies.
 

see Kirinyaga Coffee Cooperative Union, below.
 
The Coffee Board of Kenya (CBK), 


OTHER INSTITUTIONS
 

There is a wide variety of other institutions 
and organizations that play
 

These include committees of
 
economic development roles in the 

study area. 


local business people and artisans, 
women's groups, self-help (Harambee)
 

groups, church based organizations, 
school committees, producer cooperatives,
 

A few of the more prominent among
 
technical schools, and private ventures. 


them are mentioned below.
 

The Kirinyaga District Coffee Cooperative 
Union (Union) is made up of local
 

The
 
coffee societies, each of which incorporates 

several coffee factories. 

Each
 

five coffee societies in the study area account for 35 coffee factories. 

It is
 

coffee factory services coffee farmers 
in its immediate vicinity. 


through the union, with headquarters 
in Kerugoya and warehouse in Sagana, 

that
 

coffee is collected, initially processed, 
and delivered to the Coffee Board 

of
 

The union also supplies production 
inputs and credit to
 

Kenya depot in Sagana. 


coffee farmers. Operations of the union are discussed 
at length in the
 

following chapter.
 

The Kenya Grain Growers Cooperative 
Union (KGGCU) is a nationwide farmers
 

It has recently established a store 
supplying farm inputs in Kerugoya,
 

union. 
 purchase supplies there.
 
and some farmers in the study area 

have begun to 
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There are four financial institutions in addition to sources of credit men
tioned earlier, all located in Kerugoya. These are the Cooperative Bank and
 
three commercial banks: Commercial, Barclays, and the Central Finance Bank.
 

The Kirinyaga Technical Institute (KTI), in Kutus, provides grade II training

in carpentry, tailoring, construction, electrical work, plumbing, and mechani
cal work. The institute has also a 60-acre coffee farm and a tea farm outside
 
Kutus. Many small enterprises in the Kutus area have been launched by KTI
 
graduates.
 

AHITI Ndomba, the Animal Health and Industry Training Institute, near Kutus, is
 
a national instirute currently training 400 middle level animal health officers
 
on its 600-acre facility. In addition to its animal health training and
 
research activities, the institute offers a variety of animal health support

services to farmers in the area.
 

C. Population
 

The District Plan projects the 1987 population of Kirinyaga District at
 
401,757. Field surveys put 1987 population estimates for the study area at
 
48,103, as shown in Table 2.2.
 

Table 2.3 summarizes a few of the current characteristics of the study area
 
population. It shows that more 
than one-third of Kutus households have been in
 
place less than three years, while this is the case with only about one farm
 
household in a hundred. Indeed, the population of Kutus town has been growing
 
at an average of 9.4 percent per year in recent years.
 

A large proportion of migrants to Kutus have been attracted from outside the
 
district. 
The table shows that only half the heads of town households were
 
born in Kirinyaga District, and over half of total migrants to Kutus are from
 

Table 2.2
 
STUDY AREA POPULATION ESTIMATES, 1987
 

Kutus Farm 
Other Town Households 

Nontown Tot.1 

Number of households 1,294 4,527 1,020 6,841
 

Average household size 3.69 8.37 5.33 7.03
 

Population 4,775 37,891 
 5,437 48,103
 

Sample Percent of total
 
study area population 9.9 78.8 
 11.3 100.0
 

Sample Percent of District
 
population 
 1.2 9.4 1.4 12.0
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Table 2.3
 
STUDY AREA DEMOGRAPHIC STATISTICS, 1987
 

Kutus Farms
 

Length of time RH at present location 
0-2 years 35% 1% 
3-10 years 28% 12% 
11-20 years 8% 14% 
21-50 years 26% 51% 
over 50 years 5% 22% 

Heads of HHs born in Kirinyaga District 50% 97%
 

Proportion of migrants to the area
 
not from Kirinyaga District 53% 6%
 

Female proportion of the population 52% 53%
 

Female/male proportion
 
under 18 years 1.0 ratio 1.2 ratio
 
18 years or older 1.2 ratio 1.0 ratio
 

Average age of head of HH 36 years 52 years
 

Study area/Kenya proportion in age groups
 
0-14 years 0.8 ratio 0.8 ratio
 
15-45 years 1.2 ratio 1.2 ratio
 
over 45 years 0.7 ratio 0.7 ratio
 

Average age 19 years 23 years
 

Level of schooling completed
 
by people 18 years or older
 

none 14% 25%
 
standard 1-4 14% 16%
 
standard 5-8 42% 32%
 
form 1-4 29% 23%
 
form 5-6 1% 4%
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outside the district. The situation on the farms of the study area is quite
 
different. Virtually all heads of farm households and 94 percent of total
 
migrants to the area are from Kirinyaga District. The subject of migration is
 
examined further in Chapter VI.
 

In both Kutus and on the farms of the study area women outnumber men. But
 
analysis by youth and adult categories reveals that on the farms younger women
 
outnumber younger men, while in Kutus adult women outnumber adult men,
 

Heads of households are substantially younger in Kutus than in the surrounding
 
area. This reinforces other indications that the farming portion of the popu
lation is largely associated with households long established in the study
 
area, while a sizeable part of the Kutus population is accounted for by new-
comers with less mature families seeking fresh economic opportunities. -

A further possible indication of the perceived overall economic health of the
 
area is in its population age statistics. In the age group representing prime
 
working years, the proportion in the study area exceeds that in Kenya as a
 
whole. The average age is youthful and higher than nationwide. Average age is
 
higher on the farms, suggesting fewer youthful newcomers than in Kutus.
 

Not unexpectedly, town dwellers have considerably more formal education than
 
members of farm households. Yet, for reasons about which no firm statements
 

can be made at this time, a higher proportion of farm household members in the
 
survey sample reported having completed their secondary education than was the
 
case among town household members.
 

D. Household Employment and Income
 

Data on employment and earnings must be taken against the background of a
 
significant force of unpaid labor, which is common both in Kutus and on the
 
farms. Unpaid labor is usually, but not always, provided by a member of the
 
household. The household member is often a member of the nuclear or extended
 
family and may be a temporary member of the household. In some cases, unpaid
 
labor may be reported by the owner of an enterprise, by a household, or by the
 
laborer as an employee, and in other cases not.
 

The data in Tables 2.4 and 2.5 are based on household surveys, not enterprise
 
surveys. A single household, therefore, may be represented under more than one
 
work category. Nevertheless, Table 2.4 shows that most Kutus households earn
 
self-employment income inside Kutus. Those engaged in nonfarm self-employment
 
activities outside Kutus do so exclusively outside the study area, not in the
 
nearby rural area. Within Kutus, commercial activities dominate self
employment, with service activities a distant second place. Unfortunately,
 
included in the random sample was the owner of a substantial hotel-restaurant
 
in Kutus, which skewed the earnings statistics for services. Even if the self
employed earnings figure is as much as five times the true average, however,
 
average earnings from services and commerce would still be two to three times
 
the average earnings from industry.
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Table 2.4 

SOURCES OF STUDY AREA TOWN HOUSEHOLD EMPLOYMENT AND EARNINGS
 
FROM INSIDE AND OUTSIDE THE STUDY AREA, 1987
 

Self Employment Wage Employment 
Percent ot Avg. Ann Percentof Avg. Ann 
Households Earnings of Households Earnings of 

Sector Location 
of Work of Work 

With M nmber 
Working 

[iH From 
Work (KSh.) 

With Member Til From 
Workin& Work (KSh.) 

Farming Kutus 
Rural 

0 
19 

0 
5,075 

0 
15 

0 
3,982 

Outside 13 8,142 0 0 

Industry Kutus 4 15,750 4 10,800 
Rural 0 0 0 0 
Outside 0 0 2 11,616 

Commerce Kutus 63 45,684 4 9,600 
Rural 0 0 0 0 
Outside 6 23.604 0 0 

Services Kutus 6 154,260 10 22,200 
Rural 0 0 0 0 
Outside 6 6,000 0 0 

Examples of activities in the various categories are:
 

Kutus 
Industry: : ..nil]. cart manufacture, artisanal.
 
Commerce: r zail trade, soft drnk distributor, transportation.
 
Services: hairstyling, restaurant, tyre repair.
 

Rural
 
Industry: coffee factory, tailor, charcoal making.
 
Commerce: retail kiosks.
 
Services: teaching, water pump rental, driver.
 

Kutus business is discussed more fully in Section F, below.
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Few people leave che study area daily for wage work. 
 Data frGm the sample show
that those whc work in the rural portion of the study area are wage workers in
farming, as opposed to other rural activities. However, it is kiaown from other
sources that Kutus residents do work in coffee factories in the countryside of
the study area. 
The services sector appears to be the sector that provides the
highest level of household earnings from wages, with industrial activities both
inside and outside the study area and commercial activities in Kutus all within
 a range about half as 
high.
 

The figures suggest that with respect to 
both self-employment and wage
earnings, Kutus industry is not 
a major income 
source for Kutus households, a
finding nct surprising for a small market town. 
 More will be said about this
in the last section of this chapter.
 

Of special interest is the tact 
that a large number of Kutus households earn
self-employment income from farming and nearly 20 percent from farms in the
study area. Yet, self-employment cash income from farming inside or 
outside
the study area is substantially less than from any other sector inside or
outside the study 
area. 
Thus, farming is a significant self-employment activity for Kutus residents, but apparently for reasons 
other than maximizing cur
rent cash income.
 

On the whole, it appears to pay Kutus residents to do business and work in
Kutus and the immediate vicinity to a surprising extent in light of the proximity of other larger urban centers.
 

Table 2.5 provides the 
same data for farm households in the study area as
Table 2.4 provides for Kutus households. 
 It shows that by and large even farm
households derive substantially more of their cash earnings from nonfarming
activities than from farming.
 

With respect to nonfarm self-employment earnings, farm households are diversified in their pursuits of economic activities in Kutus, the rural portion of
the study area, and outside the study 
area. 
 In Kutus, most engage in commerce,
which yields the highest earnings, followed closely by services. 
Commerce and
services in Kutus also provide by far the highest levels of earnings of any
activity inside or 
outside the study area.
 

Wage employment among farm households in the study area shows a different
picture in some 
respects. In this case, activities in the rural portion of 
the
study area and nonfarm activities outside the study area clearly dominate the
proportions of households with members engaged in wage employment, and this
holds even if local farm wage employment is not 
counted. The lowest wage
earnings are derived from farming in the study area, followed by industry in
Kutus, then by rural industry in the study area. 
 In short, Kutus is not particularly attractive as 
a source 

extent that it does 

of wage employment for farm households; to the
serve as a source of such employment, the highest proportions work in the services sector, and accordingly, most 
income is derived from
 
that sector.
 

Taken together, Tables 2.4 and 2.5 reveal that farm households in the study
area are 
far more diversified than Kutus households both in terms of proportions
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Table 2.5
 

SOURCES OF STUDY AREA FARM HOUSEHOLD EMPLOYMENT AND EARNINGS
 
FROM INSIDE AND OUTSIDE THE STUDY AREA, 1987
 

Self Employment Wage Employment 
Percent of Avg. Ann Percent of Avg. Ann 
Households Earnings of Households Earnings 

Sector Location With Member HH From With Member HH From 
of Work of Work Working Work (KSh.) Working_ Work (KSh.) 

Farming Kutus 
Rural 

0 
100 

0 
6,608 

0 
5 

0 
2,820 

Outside 8 5,427 0 0 

Industry Kutus 
Rural 

0 
10 

0 
14,266 

1 
2 

8,400 
11,760 

Outside 2 22,200 4 15,090 

Commerce Kutus 11 48,960 0 0 
Rural 2 10,797 1 15,600 
Outside 2 24,000 4 17,550 

Services Kutus 4 44,000 11 13,590 

Rural 2 5,240 13 18,450 

Outside 2 22,000 17 24,322 

Examples of activities in the various categories are:
 

Kutus
 
Industry: sawmill, cart manufacture, artisanal.
 

Commeice: retail trade, soft drink distributor, transportation.
 

Services: hairstyling, restaurant, tyre repair.
 

Rural
 
Industry: coffee factory, tailor, charcoal making.
 

Commerce: retail kiosks.
 
Services: teaching, water pump rental, driver.
 

Kutus business is discussed more fully in Section F, below.
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engaged in different sectors and locations and in terms of levels of earnings

in different sectors and locations. Furthermore, it is not an uncommon prac
tice for farm households (other data indicate that these are the more 
prosper
ous farm households) to engage in commercial and services businesses in Kutus
 
and in wage employment in the Kutus services sector. 
 Except for farming and
 
for coffee factory wage employment, Kutus households do not turn to the rural
 
portion of the study area for self-employment or wage earnings. This, together

with the high proportion of Kutus households with economic bases concentrated
 
in Kutus suggests that, in effect, the economic power of the rural market comes
 
to Kutus.
 

These findings are supported by 'fable 2.6. This table shows that Kutus house
holds derive nearly 90 percent of self-employment earnings, 78 percent of wage

earnings, and 87 percent of all earnings from Kutus. 
 Farm households in the
 
study area derive about 25 percent of their cash income from farming self
employment, and of this, 
23 percent from farming in the study area. Oveiall,
 
only about 40 percent of farm household cash income in the study area is
 
derived from rural activities; 28 percent is derived from activities in Kutus,
 
and 33 percent is derived from activities outside the study area.
 

Tables 2.4, 2.5, and 2.6 paint a picture of Kutus as a strong market center and
 
source of livelihood for all households in the study area, with particularly

vibrant commerce and services sectors. 
 This, however, does not mean that
 
agriculture is not central to the economy of the study area. 
It is central on
 
at least three counts. First, apart from providing a significant amount of
 
income to farm households and most income to less prosperous farm households,
 
one can infer from the data that farming plays a major role in the in-kind
 
income, overall cash income, and long-term, risk-management strategies of both
 
farm and town households. Farming appears to provide a food source, safety
 
net, and revenue base for undertaking nonfarm entrepreneurial activities.
 
Second, the commercial sector in Kutus in particular is closely linked to, and
 
heavily dependent upon, agricultural production and marketing. And, as will be
 
seen later in this report, both commerce and services in Kutus depend heavily
 
on spending by farm households from the study area.
 

E. Agriculture
 

There are approximately 4527 farm households in the study area. Table 2.7
 
summarizes estimates of their basic crop production statistics. Coffee clearly

dominates as the main source of agricultural income, yielding 1.75 times the
 
gross revenues of all cther crops combined on a per farm basis. It is grown by

nearly 90 percent of farm households in the study area, with over 80 percent of
 
these households devoting 1.75 or fewer acres to it. All coffee is marketed
 
through the Kirinyaga District Coffee Cooperative Union facilities in Sagana.
 

Maize and beans are grown by all farmers in the study area, often on the 
same
 
acreage, for both consumption and sale. Both crops are 41 percent commercial
ized, and, except for portions marketed locally for home consumption, are

marketed through the National Cereal and Produce Board facilities in Sagana,

with traders in Kutus acting as agents for the board. 
 Tomatoes represent a
 
relatively high-value and highly commercialized crop in the study area. They
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Table 2.6 

AVERAGE ANNUAL HOUSEHOLD INCOME IN THE STUDY AREA,
 
BY TYPE AND LOCATION OF SOURCE, 1987
 

(in KSh.)
 

Type of Location of Source of Income
 
Income Kutus Rural Outside Total
 

KUTUS HOUSEHOLDS
 
Self Employment 39,055 979 3,860 43,876
 

Town Business 39,055 0 2,764 41,801
 
Farming 0 979 1,096 2,075
 

Wage Employment 2,919 613 223 3,755
 
Remittances 40 217 359 616
 
Total Kutus
 

Per HHi 42,014 1,809 4,424 48,247
 
Per capita 13,075
 

FARM HOUSEHOLDS
 
Self Employment 6,617 8,311 4,159 19,078
 

Town Business 6,617 0 3,719 10,336
 
Rural Business 0 1,703 0 1,703
 
Farming 0 6,608 440 7,048
 

Wage Employment 1,223 2,533 4,980 8,736
 
Remittances 30 242 188 460
 
Total Farm 3,379
 

Per HH 7,870 11,086 9,327 28,283
 
Per capita 3,379
 

Total Kutus and Farms in the Study Area
 
Per HH 32,721
 
Per capita 4,464
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are traded on the open market. Tomatoes yield the fourth highest gross revenue
 
of any crop in the study area on a per farm basis and are grown by nearly a
 
third of farm households.
 

Potatoes account for about a quarter of an acre per farm on average but are
 
grown primarily for household use. French beans represent a highly commercial
ized crop, with Europe as the final market, and that crop is reported to be
 
expanding rapidly in the study area. Other crops include sorghum, peas, sugar
 
cane, and a range of vegetables and fruits. Among these, sorghum and bananas
 
are the most prominent in terms of acreage devoted to them.
 

On the whole, farms in the study area are small. The histogram in Table 2.8
 
shows 28 percent of farms to be from 4.5 to 6.5 acres, with a like percentage
 
smaller in size. Only 7 percent occupy 15.5 acres or more.
 

Earnings from farming appear to vary considerably in accordance with capital
 
intensity. Table 2.9 shows gross farming receipts per farm household for large
 
and small farms employing low and high amounts of capital. On average, small
 
farm revenues amount to 41 percent of large farm revenues, but low-capital,
 
small farm revenues are only 28 percent of average revenues of high-capital
 
small farms. On the whole, low-capital farms average 46 percent of the gross
 
revenues per year realized by high-capital farms.
 

Table 2.10 shows that average annual farming net income per acre for farms in
 
the study area is KSh. 3,244. For farms below the median size, the figure is
 
KSh. 2,478, which amounts to about 62 percent of the KSh. 4,023 average for
 
farms above median size. The amount of coffee grown influences the relation
ship. For small and large farms with below median proportions of acreage in
 
coffee, average net income in the former is 69 percent of average net income in
 
the latter; for small and large farms with above median proportions of income
 
in coffee, net income in the former is only 50 percent of average net Income in
 
the latter. Regression analysis rpvels that an additional acre of coffee will
 
yield a farmer in the study area approximately fifteen times the additional
 
annual net income yielded by an additional acre of all other crops combined.
 

F. Business in Kutus Town
 

The casual observer passing through Kutus on the Sagana-Embu road cannot help
 
but notice the intense economic activity in the vicinity of the old market
place. Economic activity in Kutus is not only vibrant but surprisingly
 
diverse. The industrial sector includes a sawmilling, cart manufacture, furni
ture making, hides and skins preparation, leatherworking, rice milling, tobacco
 
processing, transformer manufacture, slaughtering, brake bonding, shoe manufac
ture, tailoring, basket making, and diverse crafts. The commercial sector
 
includes general retailing, bookselling, hardware, bicycles, agricultural
 
bulking and trading, cement retailing, soft drink wholesaling, household goods,
 
personal care goods, food sales, textiles, and the like, in larger and smaller
 
shops, kiosks, stalls, and in the open air market. The services sector
 
includes restaurants, hotels, hairstyling, manual small-load hauling, transpor
tation, metal goods repair, vehicle repair, tyre repair, a petrol station,
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Table 2.7
 

STUDY AREA AGRICULTURAL PRODUCTION STATISTICS, 1987: FARM HOUSEHOLDS
 

Avg. % of Ann. % of 
Acres Yield Value HHs that 
Grown Sold of Sales Grow 
(Acres) (% (Ksh) (%) 

Coffee 1.12 100 16,778 86 

Maize 3.19 41 3,475 100 

Beans * 2.87 41 2,721 100 

Tomatoes .12 79 1,182 32 

Potatoes .26 17 606 71 

French beans .02 99 133 5 

Other *- .81 61 + 1,468 80 ++ 

* 	 Some acreage is double-counted owing to intercropping, a 
practice especially common for maize and beans. 

Acreage for fruit trees is not included, as farmers reported
 
these in numbers of trees rather than acreage.
 

+ Ranges from 0% for peas to 97% for sugar cane.
 

++ Ranges from 10% for sugar cane to 80% for fruit.
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Table 2.8 
HISTOGRAM OF STUDY AREA FARM SIZES, 1987
 

Acres Per Farm Proportion of Total Farms
 

0.00 - 1.49 3% ***
 
1.50 - 2.49 4% *- *
 
2.50 - 3.49 13% ************
 
3.50 - 4.49 7% ** **
4.50 - 5.49 14% *************
 
5.50 - 6.49 14% *********4*
 

6.50 - 7.49 12% ************
 

7.50 - 8.49 5% *
 
8.50 - 9.49 4% ***
 

9.50 - 10.49 5% ,1****
 

10.50 - 11.49 3% ***
 

11.50 - 12.49 1% *
 
12.50 - 13.49 2% *
 

13.50 - ]4.49 4% ***
 

14.50 - 15.49 5% *****
 
15.50 - 16.49 1% *
 

16.50 - 17.49 i% *
 
19.50 20.49 1% *
 

21.50 - 22.49 1%*
 
29.50 - 30.49 1% *
 
32.50 - 33.49 1% *
 

44.50 - 45.49 1% *
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Table 2.9
 

ANNUAL GROSS FARMING EARNINGS PER FARM HOUSEHOLD,
 
BY SIZE AND EQUIPMENT HOLDINGS, 1987
 

(in KSh.) 

Small Large All 
Farms Farms Farms 

Low Equipment Holdings 7,221 27,816 16,783 

High Equipment holdings 25,306 45,832 36,129 

All Farms 15,618 37,315 26,369 

Explanation: Equipment holdings refers to estimated current value of farm
 
equipment, not including implements. Low and high and equipment

holdings refer to holdings below and above median equipment

holdings. Small and large farms refer to farms below and above
 
median farm size (about 6 acres). The figures exclude acres and
 
earnings associated with bananas.
 

mechanical repair, electrical repair, guards, barbers, teacher-s, administra
tors, real estate, religious services, drivers, and more.
 

Table 2.11 shows that the 377 businesses in Kutus that operate out of fixed
 
places of business employ an average of between one and two employees full
 
time, and about one employee part time. This means that each such business can
 
be thought of as occupying the equivalent of about three workers including the
 
owner, and quite often at least a small amount of family or other unpaid labor
 
as well.
 

Industrial enterprises have the smallest average number of full time employees
 
of the three urban sectors, and the largest number of part time employees,

despite its relatively high average wage rate. 
 This may partly explain the
 
relatively low levels of household participation and wage earnings associated
 
with this sector that appeared in Tables 2.4 and 2.5; industry does not seem 
to
 
offer reliable continuous employment. As might be expected, startup costs are
 
highest in industry; but the capital/labor ratio and profits per worker are
 
lowest. These could be further indications that industry is the least vibrant
 
and perhaps has the least potential for significant expansion, except possibly

for micro-enterprises requiring little capital.
 

By contrast with industry, commercial establishments, which include trading
 
businesses, have the highest average number of full time employees, the lowest
 
average number of part time employees, the highest capital/labor ratio by far,
 
and nearly twice the median profits per worker as the other two sectors
 
combined.
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Table 2.10
 

ANNUAL NET FARMING INCOME PER ACRE PEk FARM HOUSEHOLD,
 
BY FARM SIZE AND PROPORTION OF ACRES Iid COFFEE, 1987
 

(in KSh.)
 

Small Large All
 
Farms Farms Farms
 

Low Proportion 	of Acres in Coffee 1,290.0 1,876.0 1,620.3
 

High Proportion of Acres in Coffie 3,369.7 6,796.5 4,838.3
 

All Farms 	 2,478.4 4,023.1 3,243.8
 

Explanation: 	 Low and high proportions of acres in coffee refer to farms with
 
below and above average ratios of coffee acres to non-coffee
 
acres. Small and large farms refer to farms below and above
 
median farm size (about 6 acres). The figures exclude acres and
 
earnings associated with bananas.
 

Table 2.11 
EMPLOYEES AND CAPITAL FOR BUSINESSES WITH 

FIXED PLACES OF BUSINESS IN KUTUS, 1987 

Avg. No. Median Avg. Fixed Capital Median 
Employees Wage ** Startup Cap/Labor Profit +" 
Full Part Rate Capital Ratio Per Worker 

Sector Time Time (KSh.) (KSh.) (KSh.) (KSh.) 

Industry 1.24 1.64 542 50,891 10,084 409 

Commerce 1.29 0.57 480 30,077 35,794 1,792
 

Services 1.25 0.79 450 16,725 21,438 588
 

Total 1.26 0.92 32,274 24,944
 

Paid employees 	only; does not include owner.
 

* Monthly 
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On the whole, businesses in Kutus are quite small, most being a part of what is
 
Table 2.12 shows percentage distrioften referred to as the informal sector. 


This table covers all
'ution of Kutus businesses by employee size class. 


businesses in Kutus--those operating out of fixed places of business in the
 

northern and southern commercial areas, food and nonfood traders in the open
 

air market in the old northern commercial area, and transportation businesses.
 

When all businesses are included, 45 percent provide employment only for the
 

owner, and 65 percent provide employment for the owner and one other worker
 

either full or part time. Only 8 percent employ more than 5 full or part time
 

workers.
 

As might be expected, all businesses in Kutus with over three employees operate
 

out of fixed places of business. Nearly 70 percent of traders in the open air
 

market employ only the owner, and another 14 percent employ only one worker,
 

often part time. Proportions of open air market businesses decline steadily as
 

employee size classes rise, reaching zero percent at four employees. Enter

prises in fixed places of business, however, after an initial steady decline in
 

proportions through 0-2 employee size classes, show variable patterns there

after; and all three sectors have significant proportions of businesses in the
 

over-5-worker size class. Commercial enterprises in fixed places of business
 

account by far for the largest proportion of businesses and have both the
 

largest propo:tion of enterprises in the 0-2 worker range compared with other
 

sectors and the largest share of enterprises with over 5 workers from among the
 

total of businesses.
 

Table 2.13 shows percentage distributiott of all Kutus businesses by year of
 

start-up. Half of all businesses were started in the past five years, and of
 

these, half operate out of fixed places of business. Since the start of the
 

decade, 62 percent of all businesses, 80 percent of open air market businesses,
 

and over 55 percent of enterprises in fixed places of businesses were launched.
 

Over 80 percent of all current businesses w~re started since 1970, and no
 

known in Kutus before that time. The
present transportation businesses were 

evidence is not conclusive, since data on business failures and growth of
 

individual businesses are unavailable, but the figures suggest a local economy
 

some time and has become especially
that has had a measure of strength for 


spirited, with some acceleration in growth of numbers of both small and large
 

businesses, in recent years.
 

What the casual observer passing through Kutus on the Sagana-Embu road will not
 

located near the main residential district of
notice is the new commercial area 

Of the 377 Kutus enter-
Kutus one kilometer down an unpaved road to the south. 


prises operating out of fixed places of business, 92 are located in this area
 

in the nearby residential area. The-northern and southern commercial areas
or 

have roughly equal proportions of their respective totals of operating enter

prises in the industrial, commercial, and services sectors. Industrial enter

prises in the newer southern area tend to be larger in terms of number of
 

employees, probably owing to a shortage of expansion space in the older area.
 

Ccmmercial activities, however, tend to be smaller in the southern area--kiosks
 
There is
rather than shops--though a number of larger shops stand unopened. 


also a well-equipped, new, open air market in the new commercial area, which
 

has remained unutilized for some time owing to lack of utilities. The
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Table 2.12
 

PERCFNTAGE DISTRIBUTION OF KUTUS BUSINESSES
 
BY AVERAGE NUMBER OF EMPLOYEES, 1987
 

Average Number of Employees

Businesses 
 0 1 2 3 4 5 >5 Total
 
Fixed Places of
 
Business (FPB):
 

Industry

%of total 3.5 2.5 2.5 4.5 0.5 0.5 2.5 16.5 
% of industry 21.0 15.0 15.0 27.0 
 3.0 3.0 15.0 100.0
 

Commerce
 
% of total 9.5 6.5 
 5.0 1.5 0.5 0.0 3.0 26.0
 
% of commerce 36.5 25.0 19.0 6.0 2.0 0.0 
 11.5 100.0
 

Services
 
% of total 4.5 3.5 
 1.5 2.0 0.5 0.0 2.5 14.5
 
% of services 31.0 
 24.0 10.0 13.0 3.0 0.0 17.0 100.0
 

All 	FPB
 
% of total 17.5 12.5 9.0 8.0 1.5 0.5 57.0
8.0 

% of FPB 30.5 22.0 16.0 14.0 2.5 1.0 14.0 100.0
 

Open Air Market (OAM)
 
% of total 24.5 5.0 4.5 1.5 0.0 0.0
0.0 35.5
 
% of OAM 69.0 14.0 12.5 4.0 
 0.0 0.0 0.0 100.0 

Transportation
 
% of total 3.0 3.0 4.0 0.0 
 0.0 0.0 0.0 10.0
 
% of transp 30.0 30.0 40.0 0.0 0.0 0.0
0.0 100.0
 

Total All 
 45.0 20.5 17.5 9.5 1.5 0.5 8.0 100.0 

Notes: Includes full and part time employees, but not owners.
 
Figures have been rounded to nearest 0.5; totals do not
 
actually add to 100 because of rounding.
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Table 2.13 

PERCENTAGE DISTRIBUTION OF KUTUS BUSINESS STARTUPS
 
BY YEAR OF STARTUP, 1987
 

Businesses in Fixed Businesses in Transpor-

Place of Business Open Air Market tation 

Year % of % of %of r of of %ol: Total 
Started Total FPB Total OAM Total Tans 
1987 8.5 15.5 6.0 18.0 0.5 9.0 15.0 
1986 8.5 15.5 6.5 20.0 1.5 8.0 16.5 
1985 2.0 4.0 2.0 6.5 0.0 0,0 4.0 
1984 3.5 6.5 3.0 9.0 1.5 8.0 8.0 
1983 3.0 5.0 3.5 11.0 0.5 9.0 7.0 
Total 
83-87 25.5 46.5 21.0 64.5 4.0 54.0 50.5 

1982 3.5 6.5 0.0 0.0 0.5 9.0 4.0
 
1981 0.0 0.0 1.5 4.5 0.5 9.0 2.0
 
1980 1.5 2.5 3.5 11.0 0.5 9.0 5.5
 
Total
 
80-87 30.5 55.5 26.0 80.0 5.5 81.0 62.0
 

70-79 12.0 22.0 5.0 15.5 1.5 18.0 13.5
 

<1970 13.0 23.0 1.5 4.5 0.0 0.0 14.5
 

Total 100.0 100.0 100.0 100.0
 

Note: Figures have been rounded to nearest 0.5; totals do not
 
actually add to 100 because of rounding.
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observer who wanders through the new commercial area sees tidiness and soiid
 
modern structures, but a lightness of activity at an unhurried pace.
 

The older northern commercial area offers an instructive contrast. With the
 
exception of concrete structures bordering the main road, the old market area
 
is somewhat ramshackle, untidy, and chaotic, but teems with economic activity
 
conducted mostly in the open air. It is conveniently located for purposes of
 

most enterprises, especially commercial businesses that trade heavily with farm
 

households in the study area, and is served with basic utilities. It is com
pact, and the visitor can conduct many different types of business conven
iently. Thus, locational suitability, basic utilities, low transaction costs
 
for both buyers and sellers, economies of agglomeration, and perhaps the
 
greater social opportuniLies all this in turn creates. result in a bustling
 
commercial center.
 

The future of the new commercial area is uncertain. For the moment it is
 

occupied primarily by businesses that serve the nearby residentia. area in
 
particular or for which space is more tmportant than traffic, such as manufac

turing enterprises, and that do not need or can supply their own utilities.
 
Once provided with utilities the new commercial area allows for modern business
 

growth that simply cannot be accommodated in the older commercial area, though
 
some expansion is still possible there. Paving the road between the two areas
 

is likely to add to the viability of the new area without detracting from that
 
of the old.
 

If the new commercial area is properly served with utilities and convenient
 

access, and if certain improvements are made in the old commercial area, Kutus
 
will have the physical conditions for efficient long-term economic expansion.
 

If the current rate of economic expansion in Kutus continues unabated, both the
 
old and new commercial areas are likely to be thriving by the turn of the
 
century.
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III. COFFEE, MAIZE, AND TOMATO MARKETING AND INPUT SUPPLY
 
IN THE KUTUS REGION
 

This chapter discusses the marketing and input supply systems for coffee,
 
maize, and tomatoes, the designated key commodities for this study. Coffee was
 
selected because it is the dominant cash crop in the area, grown by nearly
 
90 percent of farmers. Maize was chosen because of its importance as a staple,
 
grown by all farmers in the area, and as a commodity for local and domestic
 
markets. While beans are the third most widespread, this crop has marketing
 
and input supply characteristics very similar to maize, is commercialized to
 
precisely the same degree, and is often intercropped with maize; it was felt
 
that much of what was learned about marketing and input supply from studying
 
maize would be applicable to beans as well. Tomatoes, therefore, were selected
 
as the third key commodity. Tomatoes are grown by about 30 percent of study
 
area farmers; the zrop is 79 percent commercialized and provides the fourth
 
highest level of cash income among all crops to farmers in the study area.
 
Tomatoes are representative cf a class of commodities in the region with simi
lar potential and unregulated marketing channels.
 

A. Coffee
 

Eighty-seven percent of farm households in the region grow coffee. The average
 
amount of land under coffee, for those farm families that grow the crop, is
 
1.3 acres. The average yield of coffee growers is 2,484 kilograms and the
 
average gross return on that production is KSh. 19,402 annually. Revenue from
 
coffee accounts for 81 percent of total crop revenue in the region.
 

Coffee production in the Kutus Region, as everywhere in Kenya, is strongly tied
 
to the Kenya Planter's Cooperative Union. At the head of the coffee coopera
tive structure in the district is the Kirinyaga District Coffee Cooperative
 
Union, located in Kerugoya, ten kilometers from Kutus. Its responsibilities
 
include ordering and supplying farm inputs, providing technical and educational
 
services to coffee farmers, &nd coordinating and delivering financial services
 
to the member cooperative societies of the union.
 

Under the union are the coffee cooperative societies. Four societies operate
 
in the Kurus Region: Baragwi, Inoi, Kabare, and Mutira. In addition, there is
 
another "Society," Urumandi, that is not a member of the cooperative union.
 
Societies are physically housed at one of their member factories. Societies
 
distribute inputs to factories and make deliveries of coffee to the depot of
 
the Coffee Board of Kenya (Board) in Sagana, 20 kilometers from Kutus.
 

Each society represents a number of factories. The five societies operating in
 
Kutus Region were in charge of 35 factories at the time of the survey. Baragwi
 
and Inoi each oversee ten factories, Kabare nine, and Mutira five. Urumandi
 
Society, located in the marginal coffee area in the lower and more gently
 
sloping, southeastern portion of the study area, has only one factory.
 
Factories store inputs for farmer purchase, receive coffee deliveries from
 
farmers and carry out initial processing, and distribute coffee payments to
 
farmers.
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At the bottom of the cooperative hierarchy is the coffee farmer. A farmer is a
 
member of one factory, usually the one that is closest to him. Farmers buy
 
inputs at, deliver coffee to, and collect coffee payments from the factory at
 
which they are members.
 

All coffee producers in the Kutus Region, with the exception of Kirinyaga
 
Technical Institute, market their coffee through the coffee cooperative system.
 
Farmers may be allowed to sell their coffee directly to the board if they have
 
at least ten acres of land under coffee and have their own processing opera
tion. All farm households that produce coffee in the Kutus Region have less
 
than the required amount of land under coffee.
 

MARKETING
 

Coffee farmers deliver their product to the factory for initial processing.
 
Most farmers live within a very short distance of the factory to which they
 
belong, the average being 3.1 kilometers. Farmers belonging to Urumandi Society
 

have somewhat less access to factories as the average distance they travel is 6
 
kilometers. Coffee farmers usually transport their product by foot, bicycle, or
 
cart. Farmers also sometimes use public service vehicles to deliver coffee to
 
factories: farmer cash outlays for transporting coffee to the factory average
 
KSh. 50 per year. Poor roads increase the cost of coffee delivery for the
 
farmer altnough most coffee growers do make deliveries in all types of weather.
 

During coffee harvesting season coffee farmers pick their coffee in the morning
 
and deliver to the factory in the afternoon. The quantity delivered on any
 
given day varies and is a function of the labor available for picking and the
 
means available for transporting, but ranges from less than one to several
 
ninety-kilogram bags. The average amount traded annually is just over thirty
 
bags per farm household.
 

Farmers are not paid upon delivery of coffee. Rather, they are paid at
 
several, usually five, times during the course of the year. Farmers from
 
Kabare Society were paid in May, June, September, November, and February for
 
the 1985-86 coffee year, for example. Payments to farmers vary across fac
tories as a function of quality of coffee and operating expenses. The average
 
payment to farmers in our sample was KSh 7.80 per kilogram. Farmers receive on
 
the order of 85 percent and higher of the price that the union receives.
 

Farmers use revenues from coffee for a variety of production and consumption
 
expendilzures. Some expenditure is tied directly to the coffee cooperative
 
through the credit services it offers. The society extends credit to the farmer
 
tased on production levels over the previous three years. Credit is available
 
for purchase of inputs supplied by the cooperative and other production expend
itures, as well as for large consumer items such as school fees, hospital
 
expenses, and home improvements.
 

At the factory the coffee cherry is sorted, pulped, dried, bagged, and stored.
 
The society arranges for transport of the partially processed coffee parchment
 
after a sufficient quantity has accumulated at its member factories.
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Societies transport coffee to the board depot in Sagana from one to several
 

times a month during the picking season. Societies have their own lorries for
 

the transportation of ccffee, and when enough coffee has accumulated at the
 

factory level a movement permit is obtained from the district offices in
 

Kerugoya and coffee is delivered. Poor road conditions sometimes hamper the
 

ability of societies to coJlect and deliver coffee. Occasionally this can
 
result in loss of sales. Staff at the Kabare Society, serving the high
 
potential steep-sloped area in the north of the study region, reported that
 

last year, for example, hundreds of kilograms of coffee parchment spoiled
 
during a period when collection was thwarted due to impassable rcads during the
 
rains.
 

Coffee revenues make up the bulk of society revenues, perhaps 55 to 60 pelcent.
 
Societies receive on the order of 10 percent of the gross revenues from coffee.
 

Societies use their coffee revenue for a variety of operational purposes.
 
Approximately one-third of their expenditures are for labor costs. Since
 
laborers are almost exclusively from the study area, and workers spend the
 

bulk, over 85 percent, of their earnings regionally, income multiplication from
 

the societies' labor expenditure is quite high.
 

The union deposits coffee revenues into an account set up for each society.
 
Sometimes delayed payments hinder society operations. Personnel at Baragwi
 

Society, for example, reported that they were forced to cut back on credit
 
delivery to farmers as a result of cash flow problems caused by payment delays.
 

INPUT SUPPLY
 

The major inputs to coffee production include coffee seedlings, fertilizers,
 
pesticides, tools, equipment, and labor. Most of these inputs are purchased
 
inside the region. Seventy-nine per cent of the coffee seedlings, 94 percent
 
of the coffee fertilizer, and 81 percent of the coffee pesticides were pur
chased in the region. Sixty-nine percent of the value of equipment, excluding
 
vehicles, was purchased in the region. Approximately 63 percent of the paid
 
full time labor and 97 percent of the paid part time labor comes from the Kutus
 

Region. Table 3.1 shows average expenditures on all coffee inputs and the
 
proportion purchased locally.
 

Farmers have access to current and capital inputs from the coffee cooperative
 

and private traders in the study area. The majority of current inputs are
 
purchased from the cooperative. For example, 94 percent of fertilizer pur

chased in the region is purchased from the cooperative and 96 percent of
 
locally purchased pesticides come from the cooperative. On the other hand,
 
small capital goods such as pnngas, jembes, water tanks, and wheelbarrows are
 
more likely to be purchased from private traders. Farmers purchase labor inputs
 

from both farm and town households in the region.
 

The farmer obtains inputs through the coffee cooperative from the factory, to
 
which they are distributed by the society to which the factory belongs. The
 
society obtains them from the union, which orders directly from manufacturers
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Table 3.1
 

AVERAGE ANNUAL COFFEE GROWER INPUT EXPENDITURE (KSh)
 

% Purch.
 

Category Avg. Exp. Amt. in Region in Region
 

Seedlings 109 79.0 86
 
94.3 493
Fertilizer 523 


58 87.9 51
Herbicide 

80.9 377
Pesticide 466 


Storage 0 0.0 0
 

Sacks/Ropes 79 87.8 69
 
100.0 216
Animal Rent 216 

100.0 34
Fuel 34 


Machine Rent 30 100.0 30
 
Repairs 210 73.8 155
 
F.T. Labor 530 62.6 332
 
P.T. Labor 442 97.0 429
 
Tools 119 100.0 119
 
Equipment 682 69.0 470
 

Input Trans. 34 100.0 34
 
100.0 44
Mkt. Trans. 44 


Other 9 100.0 9
 

3,583 82.3 2,947
 

Revenue 19,402
 

Private traders in Kutus are supplied by outside distributors
or distributors. 

and sell to other traders in the region as well as directly to farmers.
 

The union places orders for inputs with its douiestic suppliers twice a year,
 
before the long rains and before the short rains. Delivery to the union
 
warehouse in Sagana can take up to two months or longer. The union has
 
recently started to import some current inputs directly, notably fertilizers,
 
and that process is carried out just once annually and is set in motion with
 
the beginning of the government fiscal year in July. Delivery can take as long
 
as six or seven months.
 

Delays in union tendering, ordering, and purchasing process for domestically
 
supplied farm inputs causes problems in dependability of supply of those goods
 
to the farmer. As noted above, the entire input ordering procedure routineiy
 

takes two months or longer. Since the process is not initiated until a short
 
time before the rains begin, the result is that important inputs may not be
 
available to farmers at critical points in the farming cycle. It seems that
 
the structure imposed by the union fiscal year arid budget cycle, which begins
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in October, may be a key factor in causing delays, at least before the short
 
rains.
 

Delays also exist in the direct importation of fertilizers. From the perspec
tive of the union, the process, which involves the Ministries of Agriculture

and Commerce and the Central Bank as well as tenderers and transporters, is a
 
rather inefficient one. This year, only the second that the union has been
 
involved in importing fertilizer, for example, it was hoped that fertilizers
 
ordered for the short rains would finally arrive in time For the beginning of
 
the long rains.
 

These delays, whether on the domestic or the international front, force the
 
cooperative union to purchase inputs where and when they can as stop-gap
 
measures. The resultant stock is more limited in quantity and higher priced

and farmers suffer accordingly.
 

Once the inputs have arrived in Sagana it is the responsibility of the society
 
to pick up its allotment. Thiz they do immediately upon the 9tock's arrival
 
and on an as needed basis thereafter. The price the society pays is the cost
 
to the union plus a three percent markup plus the cost of transportation to
 
Sagana.
 

The society distributes its stock of inputs to its member factories for resale
 
to farmers. Poor rural roads can inhibit the steady supply of inputs to
 
farmers. Cooperative personnel at the society level note that even if they can
 
get timely access to inputs farmers may not always be able to. During the
 
rains it sometimes becomes impossible to distribute inputs to factories due to
 
impassable roads. During the time of the survey, for example, as farmers were
 
complaining of the lack of fertilizers, one could see bags of fertilizers piled

high at the societies awaiting distribution.
 

Farmers collect their inputs from the factories on an as needed basis. This
 
usually translates into more 
or less frequent purchases of small quantities, a
 
bag of fertilizer or a can of pesticide per trip, for example. Farmers make
 
very little cash outlay for transportation for the collection of inputs, the
 
average being only KSh. 37 per year.
 

Farmers are charged a two percent markup by the society plus the cost of trans
portation to the factory, 
or the controlled price in the case of fertilizers,
 
whichever is less.
 

Forty-five percent of the farmers in the survey complained about inadequate
 
fertilizer supply in the Kutus Region. 
Lack of access to fertilizers reduces
 
coffee productivity. Coffee farmers who use fertilizer had an average produc
tivity level of KSh. 14,071 per acre while farmers who used no fertilizer
 
averaged on]j KSh. 5,063 per acre.
 

Private traders in Kutus have supply sources in various places outside the
 
study area, although most seem to be located in Nairobi. They make orders on a
 
biweekly or monthly basis, and in some cases the traders collect the inputs
 
from the suppliers themselves while in others the inputs are delivered. Turn
 
around time is usually a week to ten days. No trader in Kutus imports capital
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or current goods directly from overseas. Private stockists sell goods directly
 

to farmers and also to other traders located in the rural shopping centers for
 

eventual resale to farmers.
 

Stockist prices to farmers are in most cases higher than the society prices for
 

they buy in smaller quantities from distributors and take
comparable goods, as 

a profit of perhaps twenty percent or higher. In general, private traders do
 

wide a range of coffee inputs to farmers as the cooperative does,
not offer as 

although the flow of inputs that they do provide seems more reliable. For
 

example, private traders as a rule do not stock fertilizers because the con
that makes it unprofitable.
trolled price undercuts their margin to an extent 


be
Their supply of some chemicals and hardwares on the other hand is known to 


more dependable, and farmers more frequently buy such goods from private
 

traders, both inside and outside the region.
 

Although low prices are of course valued by farr.ers, if the resultant supply is
 

inadequate the point becomes moot. A relaxation of prices may at least open up
 

other supply channels by providing incentives for private stockists to carry
 

that input.
 

purchase inputs to their production.
Town input suppliers use their revenues to 


Table 3.2 shows average expenditure on inputs by a sample of Kutus input sup

pliers. The major expenditure item is, not surprisingly, commodities for
 

resale, incorporating about 88 percent of the total costs of operation. Only
 

0.4 percent of commodities for resale are purchased in the region. Other
 

expenditure items such as labor and maintenance, though a much smaller percent
 

of the total costs have muzh higher regional input. About 80 percent of total
 

labor and 75 percent of maintenance services is supplied from the Kutus Region.
 
percent of their total expenditure in the
Input suppliers make only about seven 


region. Most of the profits of input suppliers, however accrue to people who
 

reside in the region, as over 90 percent of input supplying businesses are
 

owned by people from the Kutus area.
 

Most labor input to farm production comes from the farm household. On average,
 
their own farms. Farmers also
farmers "hire" 4.68 family members to work on 


employ full and part time wage labor. Farmers spend an average of KSh. 1,371
 

on labor for farm operations yearly, of which approximately 60 percent is used
 

for coffee production.
 

Both farm and town households in the region supply wage labor to farm produc

tion. Five percent of farm households and 15 percent of town households in the
 

region earn some money during the course of the year working on farms. About
 

one quarter of farm households interviewed complain of a lack of sufficient
 

labor supply for farm operations. This is somewhat striking given that
 

approximately 15 percent of working age individuals in both the farm and town
 

household samples are looking for work. A possible explanation is that labor
 

demand is highly seasonal and simply outstrips supply at certain key times
 

during the year, for example during plant.ng, weeding, and harvesting. In any
 

case, insufficient labor may limit production of coffee or at least divert
 

resources away from other, perhaps more efficient uses.
 

http:plant.ng
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B. Maize
 

Maize is Ehe major subsistence crop in the Kutus Region. One hundred percent
 
of the farmers in the area grow maize. The average amount of land under maize
 
is 3.19 acres and the average yield of maize growers is 1,742 kilograms.
 

Seventy-five percent of maize farmers market at least some maize and the aver
age amount sold is 945 kilograms. Overall, about 41 percent of the maize grown

is marketed. The rest goes to home consumption, seeds, gifts, or is exchanged

for other goods and services. The average maize farmer who markets at least
 
some of the crop earnts KSh. 1,846 per year doing so. Maize revenue is seven
 
percent of the total crop revenue in the study area, and the imputed value of
 
production of maize is 13.5 percent of the total imputed value.
 

Maize is a controlled commodity, and can only be sold locally for home consump
tion or through the National Cereals and Produce Board (NCPB), with district
 
depot in Sgana.
 

MARKETING
 

Farmers market their maize through two main channels in the region: traders in
 
the open air market and store traders. Open air market traders sell to final
 
consumers, and store traders sell to the National Cereals and Produce Board
 
(NCPB) in Sagana. Open air market traders also sometimes sell to store
 
traders. Farmers may also sell directly to consumers or to the NCPB, although

these channels are of lesser importance.
 

Farmers transport their maize to open air traders in the market, traveling an
 
average distance of 5.2 kilometers to the market and spending an average of 34
 
KSh. per year on transporting the crop. Farmers sometimes have difficulty

getting their crop to market due to poor roads. Forty-five percent of farmers
 
in the survey complained of difficulty in getting their goods to market. In.pas
.ale roads was the single biggest cause of the difficulty.
 

Farmers who sell maize to open air market traders do so in relatively small
 
quantities on a fairly regular basis. Prices fluctuate seasonally: during the
 
course of the survey, prices in the Kutus market ranged from KSh. 1.80 to KSh.
 
6 per two-kilogram tin. All transactions between trader and farmer are 
in
 
cash. Farmers in the Kutus Region earn an average of KSh. 1,414 on maize sales
 
annually.
 

Farmers use their maize revenues for the purchase of inexpensive everyday items
 
in general. Maize is usually stored after harvest and sold off in small
 
quantities as the need for household items or farm inputs arises.
 

Open air market traders, in turn, sell to customers in small quantities for
 
home consumption. Most customers are from the study area, although some come
 
in from outside to buy. Maize traders can be found in the Kutus market seven
 
days a week. Open air market traders of can trade as much as 55,000 kilograms
 
of maize and other grains per year. Prices to the consumer vary between KSh. 2
 
and KSh. 7 per two kilogram tin. Trader margins vary, but hover around one
 
shilling per tin.
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Table 3.2
 

SELECTED KUTUS RETAIL INPUT SUPPLIER'S MONTHLY EXPENDITURES (KSh.)
 

Avg. Exp. 	 % Purch In Amt. InCategory 


192 	 0 0
Permits 


74 	 1,762
Maintenance 	 2,381 

2,000
Fuel 2,000 	 100 


100 393
Transport 393 

79 
 100 	 79


Water 

0 	 0
Electricity 179 	

24
75
32
Raw Materials 

0.4 	 347
86,643
Commodities 


97 	 363
374
Rent 

78 	 2,312
F.T. Labor 	 2,964 

100 	 51
51 

0 0
 

P.T. Labor 

Equipment 	 3,296 


7.4 	 7,331

Total 	 98,584 


Total Sales 	 146,029
 

store traders if stocks accumulate to a
Open air market traders will sell to 

This they are encouraged to do by
sufficient level and consumer demand is low. 


store traders, who add a bit to the price that they normally give to farmers.
 

Open air market traders would prefer to sell all their stock directly to
 

consumers, which provides them with a rather higher price margin.
 

Open air market traders make minimal expenditures on inputs to their trading.
 

What they do buy, however, is buught almost exclusively in the study area.
 

Table 3.3 shows the average open air market maize trader expenditure pattern.
 

The biggest expense is on goods bought for resale, and most buy maize from
 

study area farmers who bring the commodity to the market. Traders have few
 

other intermediate good purchases. Profit is the only value added item of any
 
The
significance, and it is largely retained by people in 	the study region. 

come
 

from the Kutus area.
 
vast majority of open air market maize traders interviewed in our sample 


Farmers sell to store traders in larger amounts and less frequently. Most
 

store traders insist on buying larger quantities than is normal in the open air
 

Farmers usually bring maize to the store, though occasionally store
market. 

traders send agents out to farms for collection. Farmers receive a better
 

price from store traders than they do in the open air market. At the time
 

the survey the price to farmers from store traders was about Ksh. 200 
per


of 

90 kilogram bag.
 



41
 

Store traders in turn sell to the NCPB in Sagana. When stocks have grown to a
 
sufficient level traders get the required movement permit from the district
 
offices in Kerugoya and transport the maize in hired lorries. Transport costs
 
to store traders average around Ksh. 8,400 per year.
 

The price at Sagana is fixed at KSh. 227.65 per 90 kilogram bag. Store traders
 
are not paid immediately for their deliveries and sometimes wait up to six
 
months for cash payment. These delays in payments to store traders seem to
 
have a deleterious impact on farmer revenues from maize. When payments are
 
delayed to store traders cash flow problems result, and store traders are
 
constrained from making purchases of maize at least temporarily. This means
 
that farmers have no option but to sell to open air market traders from whom
 
they receive a lower price.
 

Price and movement controls also serve as a disincentive to production and
 
marketing of maize. Much has been written on the effect of these controls on
 
the production and marketing of maize in Kenya. A consensus appears to be
 
building within the government that some measure of reform or relaxation of the
 
controls needs to take place. Suffice it to say here tnat the controls serve
 
to narrow the market and probably negatively affect the price that the farmer
 
receives for maize.
 

Store traders require more purchased inputs to their operations than do open
 

air traders, including expenditure on transportation, maintenance, labor, and
 
capital servIces. Table 3.4 shows average expenditures for a sample of store
 
traders. The -ast majority of these inputs, with the exception of capital
 
services, are purchased in the Kutus area. In total, 99 percent of traders'
 
input expenditure is made in the study area. All store traders in our sample
 
are from the re~ion, so profits accrue to local residents.
 

INPUT SUPPLY
 

The major inputs to maize production include maize seed, fertilizers, pesti
cides, tools, equipment, and labor. As with coffee, the majority of inputs is
 
purchased ins -,k the region. Seventy-one percent of the seed, 90 percent of the
 
fertilizer, and 87 percent of the pesticides are purchased in the region.
 
Average expenditure un maize inputs and the study area proportions are shown in
 
Table 3.5. Farmers purchase slightly less of their maize inputs in the region
 
than they do for coffee. Maize is often intercropped with beans in the Kutus
 

Region and so expenditure levels for some items, for example storage costs, may
 
include a portion actually spent on beans. The effect is believed not to be
 

severe, howcv., and the table probably reflects input expenditures for pro
ducing maize renronably well.
 

As with coffee, maize inputs are obtained through both the coffee cooperative
 
and privati: t.raders. Purchase of inputs from the cooperative is limited
 
restricted to coffee growing member;. Most inputs purchased inside the study
 

area are purchased through the cooperative system. Ninety-nine percent of the
 
fertilizer and 80 percent of the chemicals purchased in the region are obtained
 
through the union.
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Table 3.3 

SELECTED KUTUS OPEN AIR MAIZE TRADER MONTHLY EXPENDITURE (Kh.) 

Category Avg. Exp. % Purch In Amt. In 

Permits/Lic. 21 0 0 
Maintenance 0 0 0 
Fuel 0 0 0 
Transport 115 100 115 
Water 0 0 0 
Electricity 0 0 0 
Raw Materials 0 0 0 
Commodities 5,275 100 5,275 
Rent 50 0 0 
F.T. Labor 0 0 0 
P.T. Labor 0 0 0 
Equipment 2 0 0 

Total 5,463 99 5,390 

Sales 6,230 

Table 3.4 

SELECTED KUTUS STORE MAIZE TRADER MONTHLY EXPENDITURE (KSh.) 

Category Avg. Exp. % Purch In Amt. In 

Permits/Lic. 72 0 0 
Maintenance 26 100 26 
Fuel 0 0 0 
Transport 700 100 700 
Water 50 100 50 
Electricity 9 0 0 
Raw Materials 0 0 0 
Commodities 18,542 100 18,542 
Rent 0 0 0 
F.T. Labor 0 0 0 
P.T. Labor 250 100 250 
Equipment 226 61 138 

Total 19,875 99 19,706 

Sales 26,625 
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Table 3.5
 

AVERAGE ANNUAL MAIZE GROWER INPUT EXPENDITURES (KSh.)
 

Category Avg. Amt. % Purch In Amt. In
 

Seeds 161 70.8 114
 
Fertilizer 169 95.9 162
 
Herbicide 10 90.0 9
 
Pesticide 8 87.5 7
 
Storage 30 86.7 26
 
Sacks/Ropes 14 85.7 12
 
Animal Rent 38 100.0 38
 
Fuel 6 100.0 6
 
Machine Rent 5 100.0 5
 
Repairs 37 73.0 27
 
F.T. Labor 252 62.7 158
 
P.T. Labor 194 96.9 188
 
Tools 21 100.0 21
 
Equipment 121 69.4 84
 
Input rransporc 6 100.0 6
 
Mkt. Transport 26 100.0 26
 
Ot Ner 2 100.0 2
 

Total 1,100 81.0 891
 

Revenue 1,414
 

Maize input supply via the coffee cooperative and private traders is similar to
 
that described for coffee.
 

C. Tomatoes
 

Tomatoes are grown both for home consumption and for sale as a cash crop.
 
Thirty-five percent of the farmers in the region grow tomatoes and the average

land under tomatoes is .37 acres, Of those that grow the crop, 41 percent sell
 
it for income. Among those that market the crop the average volume sold is
 
1,838 kilograms and the average earnings from sales is KSh. 4,200 per year. At
 
present tomato revenue is only three percent of total crop revenue in the area,
 
although potential may exist for increasing its share significantly.
 

Tomatoes are grown both by rain-fed means and under irrigation in the Kutus
 
area. Most production of tomatoes is rain-fed. Under rain-fed conditions
 
tomatoes can be harvested two times a year, at the end of the short and long

rains. Under irrigation, tomatoes can be harvested up to four times a year.
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MARKETING
 

Tomatoes grown in the region are marketed with two types of traders in the
 

Kutus open air market: those who sell directly to consumers, and those who
 
market the produce outside the region. Tomatoes that leave the region are most
 

often destined for the fresh produce market in Nairobi, although Embu is also a
 

frequent destination. Quantities of tomatoes grown outside the study area are
 

also brought to the Kutus open air market for bulking and transport to final
 

markets outside the region.
 

During harvest farmers pick ripe tomatoes and carry them to the market for sale 
on tlie same day. The average amount spent on transporting tomatoes to market 
is KSh. 132 annually. Farmers sell in relatively small quantities to open air 

traders and relatively frequently during harvest periods. 

At the time of the survey traders ii the Kutus open air market were paying 
farmers KSh. 2.50 per kilogram for tomatoes, and the price ranges between 

KSh. .50 and KSh. 3.50 during the year. 

The latter price is received by farmers during the off-season for tomatoes that
 

are grown tinder irrigation. Irrigation technologies in the study region are
 

simple, involving the use of watering containers or in some cases water pumps. 
Easy occes.; to a river or stream is a necessity for pump technology. Rivers 

and sti&ams are esp2cially plentiful in the northeast section of the study 
area.
 

Open air traders sell to area consumers by at between KSh. .60 and KSh. 2.50
 

per four medium-sized tomatoes. At the time of the survey the price was one
 
shilling per four tomatoes.
 

Open air market traders run very small operations and have little in the way of
 

input expenditure. Average expenditure for a sample of tomato traders is shown
 
in Table 3.6. What little expenditure there is, is made in the study region.
 

All open ;air market traders interviewed in the sample were from the Kutus
 

Region; tL.is, all profits accrue to individuals in the area and the majority of
 
net income expenditure is also made in the area.
 

Farmers sell in relatively larger quantities and relatively less frequently to
 
long distante '.raders, usuelly only on market days. Farmers receive better
 
prices from iotig distance traders. At the time of the survey the price paid by
 

long distance traders was KSh. 3.50 per kilogram. Prices offered by long
 

distance traders vary seasonally from Ksh. 1.00 to Ksh. 5.50.
 

Lo,., distance tomato traders are generally not from the Kutus Region. They, or
 

their employees, travel to Kutus, usually on the morning of market day, to bulk
 

tomatoes for transport out of the area the same day. Some own their own
 
transport, some hire transporters. Hired transport is from outside the region.
 

Long distance trade of tomatoes is done in large quantities, that is, by full
 
lorries.
 

Long distance traders were selling in the Nairobi market at KSh. 300 to KSh.
 
350 per 60 kilogram box of tomatoes at the time of the survey.
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Table 3.6
 

SELECTED KUTUS OPEN AIR TOMATO TRADER MONTHLY EXPENDITURE (KSh.)
 

Category Avg. Exp. % Purch In Amt. In 

Permits/Lic. 16 0 0 
Maintenance 0 0 0 
Fuel 0 0 0 
Transport 0 0 0 
Water 0 0 0 
Electricity 0 0 0 
Raw Materials 0 0 0 
Commodities 600 100 600 
Rent 0 0 0 
F.T. Labor 0 0 0 
P.T. Labor 70 100 70 
Equipment 0 0 0 

Total 686 98 
 670
 

Sales 1,000
 

Long distance traders,have more significant input expenses than their open
 
air market counterparts, though not as much of it is made in the study area.
 
Table 3.7 shows input expenditure for long distance traders. Commodities pur
chased for resale and labor are from the region while transport, maintenance,
 
and capital services are from outside. Profits also leave the study region, as
 
long distance traders live outside the area.
 

INPUT SUPPLY
 

Basic inputs to tomato production are similar to those for coffee and maize.
 
As with coffee and maize, most inputs to production are purchased inside the
 
region. In fact, a larger proportion of total inputs for tomatoes is purchased
 
inside the region than for either coffee or maize. Ninety-eight percent of the
 
seeds and seedlings, 85 percent of the fertilizer, and 84 percent of the
 
pesticides are purchased locally. Average input expenditure for tomatoes is
 
shown in Table 3.8.
 

In the case of tomatoes, more of the locally purchased inputs are supplied by
 
private traders. One hundred percent of the seeds and seedlings and 83 percent

of the pesticides are purchased from private traders. Fourteen percent of the
 
fertilizer is purchased from private traders.
 

The systems of cooperative and private trader input supply are similar to those
 
described earlier.
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Table 3.7 

SELECTED KUTUS LONG DISTANCE TOMATO TRADER MONTHLY EXPENDITURES (KSh.) 

Category Avg. Exp. % Purch In Amt. In 

Permits 48 0 0 
Maintenance 32 0 0 
Fuel 0 0 0 
Transport 
Water 

2,840 
0 

0 
0 

0 
0 

Electricity 
Raw Material 

0 
0 

0 
0 

0 
0 

Commodities 5,500 100 5,500 
Rent 0 0 0 
F.T. Lbor 0 0 0 
P.T. Labor 560 100 560 
Equipment 5 0 0 

Total 8,985 67 6,060
 

Sales !1-,000
 

D. Conclusions
 

On the whole, agriculture in the study region, as reflected in coffee, maize,
 
and tomaties, is prospering. However, the foregoing suggests possibilities for
 
improving levels of production, producer prices, input costs, value added, and
 
income multiplication associated with agricultural marketing and input supply
 
in the study ?rea. These are summarized below.
 

MARKETING
 

Productivity in co.fee production is limited by payment delays from the union
 
to the soci tias. b,lays in payments accruing to societies from coffee sales
 
force cutbacks in creuit extension upon which many farmers depend for purchase
 
of production inputs. The fact '"nat the productivity level of farmers who do
 
not use fertilizer is about one-third the level of those who do use fertilizer
 
suggests that eliminating payment delays would have a material beneficial
 
impact on coffee production.
 

The price farmers receives for maize is depressed by delays in payment to maize
 

store traders from NCPB. Payment delays inhibit store traders from purchasing
 
maizp from farmers and thereby force farmers to sell at lower prices to open
 
air market traders. The price a farmer receives from store traders is roughly
 
10 percent higher than from open air market traders. Introduction of proce
dures resulting in more timely payments to traders would increase competition
 
among buyers and likely result in improved producer prices.
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Table 3.8
 

AVERAGE ANNUAL TOMATO GROWER INPUT EXPENDITURES (KSh.)
 

Category Avg. Amt. % Purch In Amt. In
 

Seeds 17 100.0 17
 
Fertilizer 37 83.8 31
 
Herbicide 6 100.0 6
 
Pesticide 159 84.3 134
 
Storage 0 0.0 0
 
Sacks/Ropes 9 100.0 9
 
Animal Rent 23 100.0 23
 
Fuel 3 100.0 3
 
Machine Rent 3 100.0 3
 
Repairs 23 74.0 17
 

F.T. Labor 0 0.0 0
 
P.T. Labor 0 0.0 0
 
Tools 11 100.0 11
 
Equipment 71 67.6 48
 
Input Transport 3 100.0 3
 
Mk[. Transport 54 100.0 54
 
Other 0 0.0 0
 

Total 418 85.7 359
 

Revenue 1,617
 

The producer price for maize is also depressed by controls placed on marketing
 
that commodity. Relaxation of price and movement controls would likely draw
 
additional traders into the market and broaden marketing options for farmers,
 
yielding higher produder prices that in turn would stimulate expanded produc
tion. To the extent that more maize trading took place in Kutus, higher
 
levels of income multiplication in Kutus would also result. The same applies
 
to beans.
 

Farmers unable to grow tomatoes under irrigation have half the number of
 

harvests of those who irrigate. Moreover, off-season prices for tomatoes are
 
as much as five to seven times higher than regular season prices. Increased
 
use of small-scale irrigation technologies in tomato growing areas near water,
 
particularly in the eastern part of the study area, would substantially
 
increase returns to tomato production.
 

Roads connecting coffee societies and factories that become impassable in wet
 
weather interfere with collection of coffee for delivery to Sagana. This has
 
the effect of increasing costs of society operations, which narrows the margin
 
farmers receive for their product. It also occasionally effectively lowers
 
productivity owing to spoilage. The problem is most severe in the highest
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potential coffee areas in the northern part of the study region, where slopes
 

are steepest and rainfall is heaviest.
 

Poor farm to market roads increase costs of transporting both maize and
 

tomatoes and thus decrease farmer returns. Of the 45 percent of surveyed
 

farmers who complained of difficulty in getting their goods to market in Kutus
 

the vast majority listed impassable roads as the major reason. The problem is
 

more severe for tomatoes than maize as farmers make higher cash outlays for
 

transport of tomatoes, and tomatoes are more perishable. Thus, priorities for
 
the eastern portion of the study area.
addressing this problem should focus on 


A high differential prevails between the price paid tomato farmers in the Kutus
 

market by long distance traders and the price those traders receive in Nairobi.
 

The margin amounts to roughly 42-67 percent, accounted for in part by high
 

expenditures on transportation costs and labor outside the study area.
 

Measures that would capture for study area households more of the value added
 

in the Nairobi price would increase returns to farmers and facilitate higher
 

levels of capital investment that would result in expanded production. This
 

would also increase income multiplication in the study area, to the benefit of
 

both farm and town households.
 

INPUT SUPPLY
 

The coffee union's tendering and ordering process results in shortages and
 

delays in the supply of important inputs to farmers, which reduces productivity
 

and raises input costs. In the worst cases, inputs are completely unavailable
 

to farmers for a period of time. Sometimes when the ordered stock of inputs is
 

delayed the union is able to purchase stocks locally, albeit in smaller
 
farmers. Since supply of
quantities and at higher prices that are passed on to 


most inputs for all crops in the study area comes through the union, this
 

matter affects all commodities. A more timely and efficient tendering and
 

ordering process would improve productivity and reduce input costs to farmers.
 

The import licensing process also causes shortages and delays in the supply of
 

inputs to farmers. Relaxed regulations and a more administratively efficient
 

process on the part of the government would expedite the supply of imported
 

inputs and increase agricultural productivity in the study area.
 

Roads connecting coffee societies and factories that become impassable in wet
 

weather also interfere with supply of inputs from society to factory to farmer.
 

Once the society obtains inputs there is no certainty they will arrive in the
 

hands of farmers in a timely manner. During rainy seasons it becomes extremely
 

difficult for societies to distribute inputs to factories. At worst, farmer
 

productivity suffers from lack of inputs. At best, transportation costs
 
Again, this affects all
inc:ease to societies and farmer returns are reduced. 


crops in the study area.
 

Controlled prices of fertilizers and seeds have the potential benefit of
 

keeping input costs to farmers low. Unfortunately, the same low prices also
 

serve as a disincentive to private traders who might potentially stock the
 

goods. Given the undependability of input supply through the coffee union,
 

facilitating greater private sector involvement in input supply through
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relaxation of input price controls would have a beneficial effect on farmer
 
productivity and input costs, and would also improve income multiplication in
 
the study area.
 

Paradoxically, in a region with 15 percent unemployment, farmers complain of a
 
lack of labor for production. Almost 30 percent of farmers in the study area
 
mention lack of labor as a constraint on cuirent production. In addition ten
 
percent of coffee growers who claim they would like to expand production say
 
they are unable to do so because of labor shortages. Any mechanism that would
 
improve farmer access to wage labor would not only result in higher levels of
 
production in both the short and long term, but would also have direct and
 
indirect income generation benefits for Kutus and the study region as a whole.
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IV. RURAL-URBAN EXCHANGE AND INCOME MULTIPLICATION
 
IN THE KUTUS REGION
 

This chapter analyzes rural-urban exchange and income multiplication in produc
tion and consumption in Kutus town and its hinterland. Section A analyzes the
 
percentage distribution of gross revenues from the production and marketing of
 
coffee, maize, and tomatoes in order to determine what proportion of sales is
 
retained in the study area and what accrues to areas outside the region.
 
Section B is a similar exercise for farm and town household consumption expen
diture. Section C focuses more sharply on implications of rural-urban exchange
 
and income multiplication for Kutus town. Section D provides observations
 
regarding opportunities for economic growth based on the foregoing material.
 
Agricultural production cost data in this chapter reflect only costs associated
 
with commercial production.
 

A. Marketing and Production of Coffee, Maize, and Tomatoes
 

Tables 4.1, 4.2, and 4.3 show the percentage distribution of gross revenues
 
from production and sale of key commodities among marketing and production
 
inputs and profits, and also how gross revenues are distributed spatially. The
 
first column shows how one hundred percent of gross revenue from a particular

commodity is distributed between marketers and producers. The second column
 
shows how those percentages are distributed among various inputs to marketing
 
and producing the commodity and also the percentage profit, or net revenue,
 
accruing to marketers and producers. The remaining colmnns show how those
 
percentages of marketing and production input expenditures and profits are
 
distributed inside the study area, between the urban and rural portions of the
 
study area, and outside the study area.
 

Percentages in the columns showing the inside, urban, rural, and outside
 
"share" distributions are calculated to show the area to which value accrues as
 
a result of providing inputs to the first round of revenue distribution. For
 
example, in Table 4.1, 3.5 percent of the final price of coffee goes to the
 
Kenya Planters Cooperative Union, the Coffee Board of Kenya, and the Kirinyaga
 
County Council; 10 percent goes to the Coffee Society, and 86.5 percent goes to
 
the farmer. A 5.73 percent share is spent by the farmer on current inputs. Of
 
that, a 1.53 percent share of the final price accrues inside the study area.
 
The 1.53 figure is a function both of where the inputs were purchased by the
 
farmer and from where those inputs, or the labour and materials to produce
 
them, were obtained by the supplier. Thus, the inside share (1.53), urban
 
share (0.44), rural share (1.09), and outside the study area share (4.20) of
 
current input expenditures are "second round" accruel shares. Shares for all
 
other inputs to marketing and production, with the exception of paid labor and
 
net revenues, are calculated similarly.
 

Shares to paid labor and net revenue are based on where the laborers,
 
marketers, and farmers live. For example, in the same table, a 4.51 percent
 
share of the final price of coffee goes to labor hired by the farmer. The 3.52
 
share inside the study area reflects the fact that 78 percent of coffee wage

laborers live inside the study area (4.51 x .78 - 3.52). The 3.52 figure is
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further divided between urban (1.40) and rural (2.12) portions of the study

area, in accordance with where coffee farming wage laborers live. 
 Similarly,

the 0.99 percent share accruing outside the study area reflects wages of
 
workers who live outside the study area.
 

For coffee, gross revenue refers to the price paid to the coffee Cooperative

Union (CU) by the Coffee Board of Kenya parastatal; the "marketing shares"
 
include distributions to and by the CU, the Kirinyaga County Council (CC),

the coffee societies. For maize, gross revenue refers 

and
 
to a weighted composite


of the price received by store traders from the NCPB parastatal and the price
received by Kutus open air market traders from final consumers; the marketing

shares, their distributions, and the producer share (price) are composites

similarly weighted to reflect proportions marketed through the two marketing

channels. For tomatoes, weighted composites were derived in similar fashion to
reflect marketing through long distance traders in the Nairobi market and
 
marketing through traders in the Kutus open air market. 
Gross revenue flow

tables in this chapter are based on the same composites. Composite price and
 
share data were derived for this chapter in order to develop estimates of

rural-urban exchange and income multiplication in the study area. The figures

in this chapter, therefore, may not always agree with those in Chapter III,

which are actual recorded values associated with the individual commodity
 
systems on which the chapter concentrates.
 

MA RK EFING 

The proportion of the final price that goes to marketing operations is 13.50
 
percent for coffee, 18.35 percent for maize, and 15.00 percent for 
tomatoes.

The marketing share of gross revenue comes 
from two sources: marketing inputs

and marketing profits.
 

The percentages of gross revenue that go to marketing inputs for coffee, maize,
 
and tomatoes are 13.5, 3.45, and 4.8, respectively. The figure for coffee
includes the 3.5 sum which is the com.ned share of KPCU, CBK, and the County

Council. 
Still, if one ignores that part, 10 percent remains as coffee's share

of gross revenue allocated to marketing inputs; the relatively high figure is a

function of the rather large share to administrative costs, which maize and
 
tomato traders have little or none of, and 
a relatively higher paid labor
 
share. Most maize traders employ very little paid labor, if any. 
Tomato
traders in the open air market employ equally little labor, although long

distance tomato traders hire a few part time workers to 
package and load boxes,
 
especially on market days.
 

Percentage profit for coffee, maize, and tomato marketers is zero, 14.90, and
 
10.2, respectively. Although the 
zero profit figure for coffee is somewhat

misleading, it is still safe to say that maize traders 
are getting a signifi
cantly higher margin than traders of other commodities. At least part of the
explanation lies in NCPB operations and the dualistic marketing structure for
 
maize. As noted in Chapter III, farmers sell maize to traders in the open air

market and to store traders. When store traders cannot buy maize due to cash

flow problems that result from NCPB payment delays, farmers are obliged to 
sell
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Table 4.1
 

PERCENTAGE DISTRIBUTION OF GROSS REVENUE FROM COFFEE
 
MARKETING AND PRODUCTION*
 

Total Inside Urban Rural Outside
 
Share Share Share Share Share
 

Gross Revenue 100
 
CU & CC 3.50
 

Operations 3.50 0.00 0.00 0.00 3.50
 
Society Margin 10.00
 

Admin 4.09 0.40 0.40 0.00 3.69
 
Maint/Fuel/Transp 0.60 0.30 0.22 0.08 0.30
 
Labor 3.10 2.42 0.96 1.46 0.68
 
Travel 0.37 0.00 0.00 0.00 0.37
 
Educ 0.74 0.00 0.00 0.00 0.74
 
Housing 0.42 0.18 0.11 0.07 0.24
 
NSSF 0.17 0.00 0.00 0.00 0.17
 
Other 0.51 0.00 0.00 0.00 0.51
 

Total Mkting 13.50 3.30 1.69 1.61 10.20
 

Net Rev 0.00 0.00 0.00 0.00 0.00
 

Producer Price 86.50
 
Current Inputs 5.73 1.53 0.44 1.09 4.20
 
Farm Expenses 2.32 0.87 0.31 0.56 1.45
 
Transport 0.36 0.27 0.21 0.06 0.09
 
Tools & Equipment 3.71 1.28 0.90 0.38 2.43
 
Paid Labor 4.51 3.52 1.40 2.12 0.99
 

Total Inputs 16.63 7.47 3.26 4.21 9.16
 

Net rev 69.87 69.87 2.10 67.77 0.00
 

Totals 100 100.00 80.64 7.05 73.59 19.36
 

* A full explanation of this table is provided in the introductory paragraphs 

of this section. 
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Table 4.2
 

PERCENTAGE DISTRIBUTION OF GROSS REVENUE FROM MAIZE
 

MARKETING AND PRODUCTION*
 

Total Inside Urban Rural Outside
 

Share Share Share Share Share
 

Gross Revenue 100
 
Trader Margin 18.35
 

0.34 0.00 0.00 0.00 0.34
 
Permit 


2.06 1.54 1.19 0.35 0.52
 
Maint/Fuel/Transp 


0.00 0.04
0.04 0.00 0.00
Water & Elec 

0.00 0.00 0.00 0.00 0.00
 

Raw Mat 

0.69 0.30 0.18 0.12 0.39
 

Rent 
 0.12
0.04 0.01
0.17 0.05
Equip 

0.10 0.02
0.15 0.13 0.03
Paid Labor 


3.45 2.02 1.44 0.58 1.43
 
Total Mkting 


14.90 12.07 7.15 4.92 2.83
 
Net Rev 


81.65
Producer Price 

1.25 7.18
9.28 2.10 0.85
Curren- Inputs 


0.27 0.52 1.28
2.08 0.80
Farm Expenses 

0.19
0.76 0.57 0.44 0.13


Transport 

0.35 2.20
3.36 1.16 0.81
Tools & Equipment 

4.96 2.32
10.56 8.24 3.28
Paid Labor 


5.65 7.21 13.17
26.04 12.87
Total Inputs 


2.78 52.83 0.00
55.61 55.61
Net Rev 


17.43
100.00 100.00 82.57 17.02 65.54

Totals 


* A full explanation of this table is provided in the introductory 
paragraphs
 

of this section.
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Table 4.3
 

PERCENTAGE DISTRIBUTION OF GROSS REVENUE FROM TOMATO
 
MARKETING AND PRODUCTION*
 

Total Inside Urban Rural Outside
 
Share Share Share Share Share
 

Gross Revenue 100 
Trader Margin 

Permit 
Maint/Fuel/Transp 
Water & Elec 
Raw Mat 
Rent 
Equip 
Paid Labor 

15 
0.45 
1.95 
0.00 
0.00 
0.00 
0.00 
2.40 

0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
1.32 

0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.53 

0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.79 

0.45 
1.95 
0.00 
0.00 
0.00 
0.00 
1.08 

Total Mkting 4.80 1.32 0.53 0.79 3.48 

Net Rev 10.20 6.26 3.64 2.62 3.94 

Producer Price 
Current Inputs 
Farm Expenses 
Transport 
Tools & Equipment 
Paid Labor 

85 
10.91 
2.49 
2.73 
3.91 
0.00 

3.58 
0.94 
2,05 
1.35 
0.00 

2.31 
0.34 
1.57 
0.97 
0.00 

1.26 
0.60 
0.47 
0.40 
0.00 

7.33 
1.56 
0.68 
2.55 
0.00 

Total Inputs 20.04 7.92 5.19 2.73 12.12
 

Net: Rev 64.96 64.96 0.00 64.96 0.00
 

Totals 100 100.00 80.46 9.36 71.10 19.54
 

A full explanation of this table is provided in the introductory paragraphs
 
of this section.
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at lower prices to traders in the open air market, resulting in a higher aver
age trader margin. If competition among maize marketers were not depressed
 
artificially consequent to NCPB operations, maize trader margins and profits
 
would be more in line with those of other commodities, to the benefit of
 
farmers.
 

At the regional level, the marketing share (both inputs and net revenue) of
 
gross revenues is 3.3 percent for coffee, 14.09 percent for maize, and 7.58
 
percent for tomatoes. Marketing inputs from inside the study area account for
 
3.3, 2.02, and 1.32 percent for coffee, maize, and tomatoes, respectively. At
 
the regional level then, the figure for coffee only slightly exceeds those for
 
maize and tomatoes. A relatively small portion, 24 percent (see Table 4.4), of
 

Table 4.4
 

SUMMARY OF TOTAL AND INSIDE SHARES OF GROSS REVENUES
 
FROM COFFEE, MAIZE, AND TOMATOES
 

Coffee Maize Tomato
 

Total Inside % of Total Inside % of Total Inside % of
 
Share Share Tot Share Share Tot Share Share Tot
 

Mkt 13.50 3.30 24 3.45 2.02 59 4.80 1.32 28
 

Net Rev 0.00 0.00 0 14.90 12.07 81 10.20 6.26 61
 

Prod 16.63 7.47 45 26.04 12.87 49 20.04 7.92 40
 

Net Rev 69.87 69.87 100 55.61 55.61 100 64.96 64.96 100
 

TOTALS 100.00 80.64 100.00 82.57 100.00 80.46
 

* An explanation of the numbers in this table is provided in the introductory 

paragraphs of this section. 

the coffee society share goes for operating expenditures inside the study area.
 
The regional share figure for tomatoes drops below that for maize because
 
transportation expenses of long distance tomato traders, as well as a large
 
proportion of their labor expenses, are incurred outside the region.
 

The share of trader profit that stays inside the study area is zero percent for
 
coffee, 12.07 for maize, and 6.26 percent for tomatoes. As noted, coffee
 
societies are assumed to make no profit. The figure for maize is significantly
 
higher than that for tomatoes because a large of portion tomato profit accrues
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to long distance traders who live outside the study area. The vast majority of
 
maize traders in Kutus are from the region.
 

PRODUCTION
 

The bulk of the final prices of coffee, maize, and tomatoes in the study area
 
go to production costs, including inputs and farmer net revenue. The produc
tion share of gross revenues is 86.5 percent for coffee, 81.65 percent for
 
maize, and 85 percent for tomatoes.
 

The percentage of gross revenue that goes to producer inputs is 16.63, 26.04,
 
and 20.04 percent for coffee, maize, and tomatoes, respectively. The relative
ly large figure for maize is a function of disproportionately large current
 
input and labor shares, which may be partly accounted for by the practice of
 
intercropping beans with maize. The percentages of gross revenue that go to
 
producer profit are 69.87, 55.61, and 64.96. The low profitability of maize is
 
at least partly accounted for by the lower producer price discussed earlier.
 

Regional shares of the portion of gross revenues that go to prodLction are
 
77.34 percent, 68.48 percent, and 72.88 percent for coffee, maize, and toma
toes, respectively. The percentages of gross revenue going to producer inputs
 
that stays in the study area are 7.47, 12.87, and 7.92. The high figure for
 
maize is again due to a relatively high labor share. Most farm wage labor,
 
regardless of the activity or crop for which it is employed, is from the Kutus
 
Region.
 

The bulk of the regional share figures is accounted for by producer profit, all
 
of which, by definition, accrues to farmers living in the region.
 

In sum, 80.64 percent, 82.57 percent, and 80.46 percent of gross revenue for
 
coffee, maize, and tomatoes respectively stays in the study area. There is
 
surprisingly little variation in the bottom line in terms of regional retention
 
of gross revenues. Revenues accrue to the study area to similar degrees for
 
all three commodities. The common wisdom that cash crop revenues, as opposed
 
to food crop earnings, leak out from a region appears not to hold in the case
 
of the Kutus study area.
 

Although the regional share figures appear to vary little among the three
 
commodities, when looked at in terms of absolute value of aggregate sales of
 
the commodities picture changes dramatically. Table 4.5 shows total sales end
 
the value that accrues inside arid outside the study area from the three com
modities. The table shows the extreme dominance of coffee in the region, at
 
least in terms of cash sales. Eighty-seven percent of sales of the three key
 
commodity is from coffee production and marketing.
 

B. Household Consumption Expenditures
 

Tables 4.6 and 4.7 show the percentage distribution of total expenditures by
 
farm and town households across various categories of items and also how total
 
expenditures are distributed spatially. Column one shows household expenditure
 
on a particular item as a percentage of total expenditure. Columns two through
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five show expenditures, as a percentage of total, that accrue inside the
 
region, to Kutus, to the surrounding rural area, and outside the region. The
 
regional shares are again a function of where the item is purchased and where
 
the inputs that are used in producing the item are purchased.
 

Table 4.8 summarizes farm and town household expenditures as a percentage of
 
total consumption and shows shares retained in the region. In addition
 
regional shares are expressed as a percentage of total shares in order to
 
highlight its relative importance among expenditure items and town and farm
 
households.
 

The three biggest budget items for farm households are food, education and
 
health, and consumer expendables. Together the three account for 78.67 percent

of the average farm family's budget. Town households spend the majority of
 
their money on food, consumer expendables, and housing. The town household
 
budget share for those three items is 77.33 percent.
 

It is not surprising that food is the biggest budget item for both farm and
 
town households, and the tables show that farm households spend 47.61 percent
 
of their total budget on food while town households spend 53.59 percent. The
 
difference is explained by the fact that farm households provide for more of
 
their subsistence with home grown food than do town households.
 

The biggest difference in budget allocations comes in the education and health
 
category. Farm families spend almost 20 percent of their budget on education
 
and health while town households spend only 5.35 percent. Most of the expendi
ture in this category is on education, and the difference in budget shares
 
between households is at least partly explained by the number of children in
 
school. Children of school age in farm households exceed those of town house
holds by a factor of two. Still, farm households spend almost twice as much
 
per school age child as do town households.
 

The housing share of the budget is bigger for town households than it is for
 
farm households. Town households spend 8.23 percent and farm households spend

only 1.2 percent of their respective budgets on housing. Included in the
 
figure on housing is home improvements, a relatively minimal amount, and rent,
 
the bulk of expenditure in this category. The difference in expenditure be
tween farm and town households for housing is explained by the fact that town
 
households pay rent and farm households do not.
 

Town households spend a slightly larger share of their budget on coiisumer
 
expendables, 15.51 percent compared to 11.07 percent for farm households. 
The
 
difference is largely a result of higher levels of spending by town households
 
on utilities such as water and electricity.
 

Looking at the data from a spatial perspective, the study area share of farm
 
household expenditure on food an a percentage of the total food share is
 
smaller than the comparable figure for town households. This is so because
 
farm households are widely dispersed in tie study area and may in fact live
 
closer to outside food suppliers, and they choose to buy at those locations
 
occasionally.
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Table 4.5 
GROSS REVENUE FLOWS INSIDE AND OUTSIDE 
THE REGION FROM COFFEE, MAIZE, AND TOMATO 
MARKETING AND PRODUCTION (KSh per annum) 

Gross 
Revenue 

Gross 
Inside 

Gross 
Outside 

Coffee 84,401,388 68,061,279 16,340,109 

Maize 

Tomatoes 

7,836,237 

3,942,260 

6,469,598 

3,171,942 

1,366,639 

770,318 

Totals 96,179,885 77,702,819 18,477,066 

Table 4.6 

Item 

PERCENTAGE DISTRIBUTION OF TOTAL CONSUMPTION 
BY FARM HOUSEHOLDS 
(Cash Purchases Only) 

Total Inside Urban Rural 
Share Share Share Share 

Outside 
Share 

Food 
Clothes & Footwear 
Consumer Expendables 
Housing 
Transport 
Consumer Durables 
Education and Health 
Personal Services 
Social Obligations 

47.61 
5.22 

11.07 
1.20 
3.99 
2.39 

19.99 
1.45 
7.08 

31.42 
1.72 
5.16 
1.03 
2.99 
0.57 
9.99 
1.45 
4.60 

8.80 
1.12 
3.61 
0.87 
2.30 
0.40 
6.00 
0.00 
1.15 

22.62 
0.60 
1.55 
0.16 
0.69 
0.17 
4.00 
1.45 
3.44 

16.19 
3.50 
5.92 
0.17 
1.00 
1.81 

10.00 
0.00 
2.48 

Totals 100.00 58.93 24.25 34.68 41.07 
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Table 4.7
 

PERCENTAGE DISTRIBUTION OF TOTAL CONSUMPTION
 
BY TOWN HOUSEHOLDS
 

(Cash Purchases Only)
 

Total Inside Urban Rural Outside
Item 

Share Share Share Share Share
 

Food 53.59 37.51 10.50 27.01 16.08
 

Clothes & Footwear 4.84 1.26 0.82 0.44 3.58
 

Consumer Expendables 15.51 7.29 5.10 2.19 8.22
 
4.63
Housing 8.23 3.60 2.16 1.44 


Transport 4.33 3.24 2.50 0.74 1.08
 

Consumer Durables 3.74 0.60 0.42 0.18 3.14
 
1.01 2.68
Education and Health 5.35 2.67 1.66 


Personal Services 0.54 0.54 0.54 0.00 0.00
 

Social Obligations 3.88 0.90 0.22 0.67 2.99
 

Totals 100.00 57.60 23.92 33.68 42.40
 

Table 4.8
 

SUMMARY OF TOTAL AND INSIDE SHARES OF FARM AND TOWN
 
HOUSEHOLD CONSUMPTION
 
(Cash Purchases Only)
 

FHH THH 

Item Total Inside % of Total Inside % of 
Share Share Total Share Share Total 

Food 47.61 31.42 66 53.59 37.51 70
 

Clothes & Footwear 5.22 1.72 33 4.84 1.26 26
 

Consumer Expendables 11.07 5.16 47 15.51 7.29 47
 

Housing 1.20 1.03 86 8.23 3.60 44
 

Transport 3.99 2.99 75 4.33 3.24 75
 

Consumer Durables 2.39 0.57 24 3.74 0.60 16
 
50 5.35 2.67 50
Education and Health 19.99 9.99 


Personal Services 1.45 1.45 100 0.54 0.54 100
 

Social Obligations 7.08 4.60 65 3.88 0.90 23
 

100.00 57.60
Totals 100.00 58.93 
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The regional share for housing is relatively much higher for farm households
 
than it is for town households. Housing costs for farm households are largely
 
home improvements the inputs for which are mostly locally acquired materials
 
and labor, On the town side, housing costs are almost exclusively a function
 
of rent p;ayments which not infrequently accrue to landlords living outside the
 
study area.
 

The regional shares for clothes and footwear and consumer durables are rela
tively lower for town households than farm households. This may reflect a
 
propensity on the part of town dwellers, who also have higher levels of house
hold cash income, to consume imported items within those general categories.

The relative differences are not extreme, however, and the total shares for
 
those budget items are not particularly large.
 

In the final analysis, the figures on the regional dimension of household
 
expenditure reveal that a similar percentage of total expenditure made by farm
 
and town households is retained in the region. Almost 59 percent of farm
 
household expenditure is retained in the Kutus region while about 58 percent of
 
town household expenditure stays in the area. These figures imply a rather
 
high income multiplication effect from consumption expenditure of both farm and
 
town hcuseholds.
 

Table 4.9 shows absolute regional expenditure flows from household consumption
 
expenditure. It is evident that farm households dominate final demand,
 
accounting for about 80 percent of total consumption expenditure in the study
 
region.
 

C. Rural-Urban Exchange Summary
 

MARKETING AND PRODUCTION
 

Table 4.10 summarizes Kutus town shares of gross revenue distribution of
 
marketing and production inputs and profits. Coffee has the lowest urban share
 
at 7.05 percent, maize the highest at 17.02 percent, and tomatoes lie between
 
the two at 9.36 percent. The relatively high urban share for maize is
 
explained to a large extent by marketing profits. Urban shares for marketing
 
profit are 7.15 percent for maize, 3.64 percent for tomatoes, and zero percent

for coffee. As noted earlier, a relatively large share of gross revenue for
 
maize goes to trader profit. Maize traders are by and large from Kutus so a
 
large share of trader profits goes to the town. Coffee has no profits and the
 
profit share of tomato trader is lower, with a good deal of it accruing to long
 
distance traders from outside the study area.
 

Maize also shows a slightly higher urban share for production inputs. The
 
figures are 5.65 percent for maize, 5.19 percent for tomatoes, and 3.26 percent
 
for coffee. This is mainly due to a larger total share for production inputs

and not to a relatively larger amount accruing to urban areas, as can be seen
 
by the percent of total figures: 20 percent, 22 percent, and 26 percent for
 
coffee, maize, and tomatoes, respectively. Maize shows a higher urban share
 
for producer profits as well. This is due to the fact that urban households
 
grow and sell maize to a slightly greater extent than they grow and sell other
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Table 4.9 

TOTAL EXPENDITURE FLOWS INSIDE AND OUTSIDE 
THE REGION FROM FARM AND TOWN HOUSEHOLD 

CONSUMPTION (KSh per annum) 

Total Total Total 
Expenditure Inside Outside 

Farm HH 

Town HH 

85,320,369 

21,957,886 

50,285,916 

12,647,556 

35,034,453 

9,310,330 

Totals 107,278,255 62,933,472 44,344,783 

Table 4.10 

Total 
Share 

SUMMARY OF TOTAL AND URBAN SHARES OF GROSS REVENUES 
FROM COFFEE, MAIZE, AND TOMATOES 

Cof fee Maize Tomato 

Urban % of Total Urban % of Total Urban 
Share Total Share Share Total Share Share 

% of 
Total 

Mkt 

Nt Rev 

Prod 

Nt Rev 

13.50 

0.00 

16.63 

69.87 

1.69 

0.00 

3.26 

2.10 

13 

0 

20 

3 

3.45 

14.90 

26.04 

55.61 

1.44 

7.15 

5.65 

2.78 

42 

48 

22 

5 

4.80 

10.20 

20.04 

64.96 

0.53 

3.64 

5.19 

0.00 

11 

36 

26 

0 

TOTALS 100.00 7.05 100.00 17.02 100.00 9.36 
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crops. In sum, maize marketing and production generate more income for Kutus
 
town per KSh. of final sales than do marketing and production of the other
 
crops.
 

At the absolute aggregate level, the story is once again somewhat different.
 
Table 4.11 shows the urban-rural breakdown based on total sales of the three
 
key commodities. The table once again confirms that the level and proportion
 
of total sales from key commodity production that accrue to Kurus and its
 
hinterland are mostly determined by coffee production and sales. Seventy-eight
 
percent of the money flowing in to Kutus from key commodity sales comes from
 
coffee.
 

Table 4.11
 

GROSS REVENUE FLOWS TO KUTUS AND HINTERLAND
 
FROM COFFEE, MAIZE, AND TOMATO MARKETING
 

AND PRODUCTION (KSh per annum)
 

Commodity Total Prod Urban Total Rural Total
 

Coffee 84,401,388 5,950,298 62,110,981
 

Maize 7,836,237 1,333,728 5,135,870
 

Tomatoes 3,942,260 368,996 2,802,947
 

Totals 96,179,885 7,653,022 70,049,798
 

HOUSEHOLD CONSUMPTION EXPENDITURES
 

Table 4.12 shows Kutus shares of the distribution of farm and town household
 
consumption expenditure items. Town households have a higher urban share for
 
food, 10.5 percent, than do farm households, 8.8 percent. This is principally
 
because the food share of total expenditures of town households is higher than
 
for farm households, and not because the urban share of food expenditures is
 
relatively higher for town households, as the food figures in the "Total Share"
 
columns show.
 

A similar situation is found for spending on consumer expendables. The town
 
household urban share is 5.1 percent and the comparable figure on the farm
 
household side is 3.61 percent. The higher town household urban share is
 
really a function of the larger share that consumer expendables represent of
 
the total.
 

Farm and town households have similar levels of urban shares for the categories
 
of clothes and footwear and consumer durables. The relative urban shares are
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higher for farm households, as seen in the "% of Total" column, suggesting that
 
town households buy more of these items outside Kutus, and indeed outside the
 
study area.
 

Farm households show a higher urban share for health and education than do town
 
households. Again this is explained by higher total shares to health and
 
education and not relatively higher urban shares.
 

Town households have a significantly higher urban share, 8.23 percent, than
 
farm households, 0.87 percent, for housing expenditures. This is because of
 
the higher total share to housing for town households, and not because of a
 
relatively higher share of housing expenditure going to Kutus. In fact it can
 
be seen that the farm household urban share as percentage of total shares is
 
significantly higher than the town household urban share, 73 percent as against
 
23 percent. As mentioned earlier, inputs to farm expenditure on housing are
 
materials and labor, and these inputs come from Kutus town for the most part.
 

Town household housing expenditure is primarily for rent, which accrues to
 
landlords who for the most part Jive outside the region or in the rural portion
 
of the study area.
 

Despite some differences in urban shares among categories of household expendi
ture, expenditures by farm and town households benefit the Kutus economy to a
 
very similar degree in proportional terms. Approximately 24 percent of both
 

farm and town household consumption expenditure in the study area flows to
 
Kutus town.
 

Table 4.12
 

SUMMARY OF TOTAL AND URBAN SHARES OF FARM AND TOWN
 
HOUSEHOLD CONSUMPTION
 

FHH THH 
Item Total Urban % of Total Urban % of 

Share Share Total Share Share Total 

Food 47.61 8.80 18 53.59 10.50 20
 
Clothes & Footwear 5.22 1.12 21 4.84 0.82 17
 
Consumer Expendables 11.07 3.61 33 15.51 5.10 33
 
Housing 1.20 0.87 73 8.23 2.16 26
 
Transport 3.99 2.30 58 4.33 2.50 58
 
Consumer Durables 2.39 0.40 17 3.74 0.42 11
 
Education and Health 19.99 6.00 30 5.35 1.66 31
 
Personal Servizes 1.45 0.00 0 0.54 0.54 99
 
Social Obligations 7.08 1.15 16 3.88 0.22 6
 

Totals 100.00 24.25 100.00 23.92
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The earlier household consumption expenditure discussion noted that almost
 
59 percent of farm household expenditures accrue to the study area and about
 
58 percent of town household expenditures accrue to the study area. The dif
ference between those figures and the 24 percent that accrues to Kutus town is
 
accounted for by farm household purchases in rural shopping centres, by farm
 
household ownership and labour inputs to Kutus enterprises, and especially by
 
sales of locally grown food in Kutus.
 

Table 4.13 shows urban--rural expenditure flows in absolute aggregate terms for
 
farm and town households. Total farm household expenditure greatly exceeds
 
total town household expenditure. This is due largely to the greater number of
 
farm households, though, as will be seen in Chapter VI, farm households in the
 
study area also report slightly higher average levels of household expenditure
 
than do Kutus households. Four-fifths of the total accrual of study area
 
household spending to Kutus is accounted for by farm household expenditure
 
patterns.
 

Again, a significant portion of the over KSh. 37,000,000 per year that accrues
 
to the rural portion of the study area from household expenditures reflects
 
ownership and employment inputs by farm households to town enterprises, a
 
significant form of urban and rural purchases from farm households. Hence, the
 
overwhelming market power is in the hands of rural households in the study
 
area, but rural-urban exchange takes place physically, by and large, in Kutus
 
town.
 

Table 4.13
 

TOTAL EXPENDITURE FLOWS TO KUTUS AND HINTERLAND
 
FROM FARM AND TOWN HOUSEHOLD CONSUMPTION 

(KSh per annum) 

Total Urban Rural
 
Expenditure Amount Amount
 

Farm HH 85,320,369 20,620,485 29,665,431
 

Town HH 21,957,886 5,311,870 7,335,686
 

Totals 107,278,255 25,932,355 37,001,117
 

D. Conclusions
 

Overall, the data reveal a healthy pattern of rural-urban exchange in the study
 

area, with shares in the vicinity of 80 percent of the final prices of coffee,
 
maize, and tomatoes accruing within the region as profits and labor wages or
 
the second round of other expenditures on marketing and production. The total
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value of sales of these commodities, amounting to over KSh. 96,000,000
 
annually, result in an accrual of over KSh. 7,500,000 in Kutus and over
 
KSh. 70,000,000 within the rural portion of the study area. Farm households
 
then spend over KSh. 50,000,000 annually on household consumption in the study
 
area, of which over 40 percent accrues to Kutus.
 

However, a substantial portion of this spending that does not accrue to Kutus
 
is actually spent in Kutus, but ultimately accrues to study area farm house
holds that market agricultural commodities in Kutus and that have members
 
engaged in business or working in Kutus. Farm households drive the town econ
omy, from which both town and farm dwellers gain and then make 60 percent of
 
their household expenditures in the study area, and then gain again. This is
 
the sort of rural-urban exchange dynamic desired in RTPCs.
 

But the figures also reveal further opportunities for economic growth in the
 
study area, echoing to a great extent observations made in the conclusion
 
section of the previous chapter.
 

Inputs to coffee marketing have relatively low income multiplication effects in
 
the study area. This is due in part to the nonprofit nature of the coffee
 
societies: what would otherwise be profits are reflected in better payments and
 
other benefits to farmers. But it is also due in part to the fact that 90 per
cent of administrative costs accrue outside the study area. These administra
tive costs cover not only coffee marketing per se, but other activities of the
 
societies, such as input supply. To the extent that more of the costs associ
ated with input supply were spent within the study area, and within Kutus in
 
particular, the local economy to which study area farmers are most closely
 
connected would benefit. An arrangement to make this possible might be worth
 
pursuing as part of an effort to improve the coffee input supply situation
 
mentioned in the previous chapter.
 

A comparaLively low share of the final price of maize accrues to farmers in the
 
study area. The combination of price and movement controls and delays in NCPB
 
payments to traders introduce market distortions to the disbenefit of farmers.
 
Measures making possible more compeLition in maize trading would provide
 
farmers with improved market options, and probably yield better producer prices
 
and lower trader price margins. To some extent, this would amount merely to
 
shifting benefits from local traders to local farmers. But improved producer
 
prices are Ik-ly to call forth more production, which would result in more
 
trading in tae commodity, to the benefit of everyone.
 

Tomato marketing has comparatively low income multiplication effects in the
 
study area and in Kutus. The reason is because large portions of this com
modity are marketed through long distance traders who incur transportation and
 
labor expenses outside the study area. To the extent that this arrangement
 
best suits the needs of farmers and yields them the greatest effective returns,
 
the study area is well served despite the low income multiplication effects
 
from marketing. However, there may be possible arrangements that enable
 
farmers to play a larger role in marketing their tomatoes in Nairobi, and
 
thereby improve both their direct returns and income multiplication in the
 
study area.
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Though roads are sometimes impassable in wet weather, on the whole farms in the
 
study area have relatively reasonabe access to Kutus. Farm households utilize
 
this access heavily to buy and sell to and through Kutus as producers, as urban
 
entrepreneurs and workers, and as consumers. This phenomenon highlights the
 
importance of access for tapping the income generating power of rural-urban
 
exchange, but also hints that even more such spending could be facilitated by
 
further improved access and urban commercial facilities. It is likely that
 
improved commercial facilities would also yield more spending in Kutus by Kutus
 
residents, who now purchase a variety of goods and services elsewhere for lack
 
of local suppliers.
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V. POTENTIAL INTERVENTIONS
 

Following are suggestions generated by this study for potential interventions
 
to improve rural-urban exchange, strengthen the role of Kutus as a rural
 
center, and accelerate economic growth in the Kutus area, based on material in
 
the foregoing chapters. These should not be taken as recommendations per se,

since detailed examination of feasibility, funding, implementation, management,

cost recovery, goverment policy, and related matters pertinent to specific

recommendations was beyond the scope of the research effort. 
 These suggestions
 
are off,'red for further consideration and study by the government, local

authorities and other insti-utions, donors, and citizens in their efforts to
 
promote rural-urban balance in the Kutus area and elsewhere in Kenya.

Sinr:e the supporting material for these suggestions appears in the previous

chapcers, the potential interventions are presented below in cursory form.
 

A. Physical Capital
 

1. Market Infrastructure
 

Market infrastructure refers to the array of possible basic economic
 
infrastructure investments in Kutus that have been under discussion for
 
some time, as well as some that have not. These include: a bus stage; a
 
paved road connecting the new commercial area to the main road; water and
 
power extensions to the new commercial area (already underway); new struc
tures in the old market; paving the old market; improved drainage in the
 
old market; water and power connections in the old market; and improved

vehicle access and pedestrian and vehicle traffic control in the old
 
market.
 

The needs for many of these improvements, the benefits and beneficiaries
 
as well as possible losers, funding and cost recovery mechanisms, and
 
related matters have been and continue to be matters of intense debate.
 
The fundamental needs, with regard to both the old and new markets, are to

provide basic utilities to enable businesses to operate and expand; to
 
facilitate access and reduce transaction costs for buyers, sellers, trans
porters, and input suppliers; to lower operating costs; and to generate

local authority revenues. The history of recent economic development in
 
Kutus is the prime indication of opportunity such investments offer for
 
economic development.
 

The main issue at this point is one of priorities and associated implemen
tation and management, funding, and cost recovery matters. This study

confirms the opportunity that market infrastructure investments in Kutus
 
offer, but was not designed to incorporate comparative feasibility or

cost/benefit analyses of individual investment possibilities. Field
 
observation, however, makes two points very clear. 
 First, in the absence
 
of massive funding availability, objective study is warranted not of
 
individual market infrastructure investments but of alternative packages

of such investments. Certain investments in combination will reinforce
 
each other, and others in combination will be counterproductive; certain
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investments in combination will work to the detriment of particular groups
 
or sectors, and others in combination will have all beneficiaries and no
 
losers. Second, cost recovery and revenue generation considerations
 
should be given careful attention, so that the Dublic sector expands its
 
revenue base commensurate with the economic expansion that it facilitates.
 
Together with that, care has to be taken not to introduce levies, license
 
requirements, and fees thac discourage commerce and constitute barriers to
 
entry for small enterprises.
 

2. Small Workshop Space
 

There is a need for suitable workspaces with inexpensive utilities in the
 
Kutus market area for small enterprises. Small enterprises represent the
 
sector with the greatest growth potential and are often the seeds of
 
future larger businesses. Businesses that can sustain only very low
 
start-up costs need to be encouraged with access to suitable facilities in
 
appropriate locations. Some variant on the nyayo shed program should be
 
undertaken by local authorities, perhaps through a public/private partner
ship wherein the public sector provides the land in return for private
 
development under favorable conditions for small enterprises.
 

3. Coffef Input Supply Depot
 

Farriers require more dependable input supply, as discussed at length in
 
previous chapters. One possible solution is for the cooperative union to
 
establish, perhaps with the help of local authorities, a coffee input
 
supply depot in Kutus as a supplement or partial alternative co the
 
existing system. Separate accounts would be kept for the different socie
ties, and the costs would be charged against those accounts when farmers
 
withdrew inputs. This would solve many of the distribution problems and
 
constitute a considerable convenience to farm households. A further
 
possibility is to incorporate a coffee drop-off station in the depot. In
 
addition to providing farmers with alternatives that would increase their
 
efficiency and productivity, there would be further income multiplication
 
benefits for Kutus.
 

4. Wholesale Produce Bulking Depot
 

Tomatoes are currently bulked in the open air market in Kutus. As agri
culture expands in the unregulated commodities, the transaction costs of
 
this arrangement will mount. A bulking depot that allowed for efficiency
 
in the bulking/wholesale trading process could be a commer'.ially viable
 
private operation, and would capture locally more of the value added in
 
the final prices of bulked commodities, including those brought to Kutus
 
for bulking from outside the study area. Local authorities should
 
undertake consultations with private developers to explore the options for
 
public/private partnership toward developing this facility oriented to
 
accommodating long-term agricultural expansion and diversification in the
 
study area.
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5. Improved Society-to-Coffee Factory Roads.
 

The needs, benefits, and indicators of opportunity for this intervention
 
have been fully covered in previous chapters. It should be stressed that
 
the area of greatest need for improved access in rainy seasons is the
 
region of highest coffee potential, in the north of the study area. Some
 
of the factors that make this a high potential region are the same as make
 
passage particularly difficult in the rainy seasons and makes the logses
 
most severe when passage is not possible. It should also be stressed that
 
productivity in crops other than coffee would gain from more dependable
 
access, since inputs from the societies are used on all crops.
 

6. Improved Farm-to-Market Roads
 

The needs, benefits, and indicators of opportunity for this intervention
 
as well have been covered at length in previous chapters. In this case,

the target commodity is tomatoes in particular, owing to the higher trans
portation costs associated with them and their high rate of perishability.
 
This means that the priority improvements would be in the eastern portion
 
of the atudy area.
 

7. Irrigation Technology for Tomatoes
 

The benefits of tomato irrigation are documented in Chapter III. 
Increased opportunities for such irrigation prevail particularly in the 
east and south of the study area. The study team was unable to determine 
whether irrigation is not more widespread because of problems of marginal
 
cost, financing, egress, equipment availability, repair/maintenance avail
ability, some other, or a combination of these. The potential is clearly
 
great, and the matter warrants a program of study and facilitation. It
 
should be noted that other study area high-value crops such as french
 
beans would also benefit from irrigation.
 

B. Institutional Capital
 

8. Cooperative Tomato Marketing
 

There is a high differential between the price tomato farmers are paid in
 
Kutus and the price long distance traders receive in Nairobi. More of the
 
value added in the Nairobi price could be captured and multiplied in the
 
study area if tomato farmers controlled a larger proportion of the
 
marketing through a cooperative or alternative joint marketing arrange
ment. Farmers would obtain higher prices and more of the marketing input
 
expenditures would accrue to the study area. The matter warrants careful
 
investigation to see if the necessary conditions exist, and if so, the
 
best means for assisting establishment of the endeavor.
 

9. Kutus Labor Exchange
 

There is at the same time a serious unemployment problem and a labor
 
shortage in the study area. A labor exchange might be established in
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Kutus by the local authority on an experimental basis as a means both of
 
obtaining greater insight into the nature of the problem and attempting to
 

provide a solution for it. The potential benefits to the study area in
 

terms of improved productivity, expanded production, and increased income
 

generation and multiplication are suLstantial, if reports recorded by the
 

study team are accurate. If successful, the labor exchange could be
 

transferred to the private sector.
 

10. Revolving Loan Fund for Small Businesses
 

Successful models abouud for the revolving loan fund and related
 

approaches to foster.ing small enterprise, including many in Kenya. Small
 

and micro-entrepreneurs constitute the highest growth component of the
 

Kutus economy, and are often shut out of the formal credit system. In
 

addition to the obvious immediate benefit of facilitating business expan

sion 	in Kutus, such a fund administered by a nonprofiL organization gives
 

starting entrepreneurs the opportunity to develop a credit history that
 

enables them more easily to gain initial access to formal financial
 

institutions as their enterprises grow and their credit needs expand.
 

Ideally, such a fund would be coupled with managerial and technical sup

port 	and training to onrrowers.
 

C. Policy anC Procedure
 

There follow references to six potential interventions related to opera

tional procedures and government policies that have a major bearing on
 

agricultural producer prices, productivity, input costs, price margins,
 

rural-urban exchange, and income multiplication effects in the study area,
 

as described in previous chapters. These operational procedures and
 

government policies currently have a depressing effect on the aconomy of
 

the study area. The essence of the potential intervention in every cases
 

is to examine the feasibility, and if feasible to design a program, for
 

altering the policy or procedure so as to promote the objectives of rural
urban balance in the study area.
 

11. 	 Relax/Remove Price and Marketing Controls on Maize
 

12. 	 Eliminate tCPB Payment Delays to Traders or Shift Incidence of Delay to
 
the Public Sector
 

13. 	 Relax/Remove Agricultural Input Price Controls
 

14. 	 Streamline Procedures for Agricultural Input Importation
 

15. 	 Expedite Coffee Union Tendering/Ordering of Farm Inputs
 

16. 	 Eliminate Coffee Union Payment Delays to Societies or Shift Incidence of
 

Delay to the Source.
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VI. LESSONS FOR RURAL-URBAN BALANCE AND THE RTPC PROGRAMME
 

The purpose of this chapter is to derive lessons from the analysis of the Kutus
 
case and to draw conclusions about the implications for government policy for
 
rural-urban balance and the RTPC Programme. The first part of this chapter
 
examines a number of assumptions or propositions about the nature of rural
urban development that are implicit in government policy and the RTPC Pro
gramme. In light of these findings, the second part discusses the relevant
 
implications for current policies and what they mean for the RTPC Programme.
 

A. Examining the Assumptions.
 

Implicit in both the strategy for rural-urban balance and the RTPC Programme
 
are a number of assumptions based on a model of rural-urban development that
 
F-iisions a virtuous circle, or mutually reinforcing set of exchanges, betwerl
 
small towns and their rural hinterlands which spurs the growth of both agricul
ture and nonfarm activities. According to this model, rising rural income
 
leads to economic growth and diversification of urban activities in small
 
towns, which absorbs surplus rural labor, in turn zaising demand for rural
 
produce, and contributing to increased agricultural productivity and again
 
rising rural incomes.
 

The model can be broken down into a number of propositions that will be ex
amined using Kutus and its hinterland as a test case. Some of these proposi
tions are implicitly addressed in Chapters II and IV, but others require addi
tional analysis. The discussion is arranged around eight statements that
 
summarize the main assumptions underlying government policy. These cover: the
 
role of small towns in agricultural production and marketing; the relationship
 
between agricultural productivity and the composition of farm household
 
incomes; the impact of farm household expenditures on nonfarm activities in the
 
small town; the nature of nonfarm businesses in the small town; their impact on
 
fari household incomes; and, finally, the cumulative impact on migration into
 
the area, and Kutus town in particular.
 

1. Small towns can improve farmer access to the inputs and services they need
 
to raise agricultural productivity.
 

A first assumption behind the RTPC Programme is that a network of well dis
tributed small towns makes it easier for farmers to obtain necessary inputs and
 
therefore encourages their use. To test this assumption, we determined the
 
extent to which local farmers make use of intermediate innuts, and what propor
tion of these are obtained from Kutus town. Farmers were asked about four
 
types of inputs: fertilizers, pesticides, sacks, and manure.
 

Table 6.1 shows that as much as 90 percent of farmers use inputs like sacks and
 
manure, while only 64 percent use fertilizer. In terms of distribution
 
channels and the location of their purchases, farmers obtain the bulk of their
 
sacks froh private traders in Kutus town, but for pesticides and fertilizer
 
they depend mainly on cooperatives or factories located not in the town but in
 
the surrounding rural areas. This difference is explained in part by the lower
 
price and credit facilities offered by the coffee union, and also by the fact
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that prices of these items are controlled, and private traders do not find it
 
profitable to distribute them. 
 In the case of manure, farmers almost without
 
exception obtain it from their own animals. 
However, farmers obtain most farm
 
equipment from Kutus town.
 

2. Small towns can serve as marketing centres for rural produce.
 

High transport costs for shipping goods to market reduce farmers' returns and
 
makes it unprofitable for 
some at the margin to enter the market. At the same
 
time, high costs of collecting produce from many dispersed producers acts as a
 
disincentive to traders, with the result that buyers and sellers fail 
to meet.
 
Implicit in the RTPC strategy is the notion that a system of small towns, well
 
connected to both producers in their hinterlands and larger urban centres of
 
consumption, helps to remove bottlenecks in marketing agricultural produce,
 
raises incentives to producers, and hence increases incomes to farm households.
 

One measure of the opportunities, or lack of them, that farmers face in mar
keting their produce is the proportion of total output that is sold. Other
 
things being equal, a low proportion suggests that farmers in the area have
 
limited opportunities to market their produce, while a high proportion suggests

that the marketing system is working effectively.
 

Table 6.2 shows there is a marked difference among the five major commodities
 
produced in the Kutus Region, which reflect the marketing systems associated
 
with each. 
 At one extreme is coffee, where 100 percent of production is sold,
 
all of it through the coffee union. Since this is strictly a cash crop, the
 
result is to be expected. At the other ev"treme 
are maize and beans, where the
 
proportion sold is a little over 40 percent. 
 The relatively low figures for
 
these commodities reflects in part the fact that they are staple consumption

items for rural households, but it also suggests that controls on the pricing

and marketing of these commodities may be impeding sales. In between these two
 
Pxtremes are 
tomatoes at 80 percent and bananas at 52 percent, the marketing of
 
which is not subject to price or movement controls.
 

In the context of the RITC Programme, it is of interest to know what role the
 
town of Kutus plays in marketing farm produce. At first sight, the data in
 
Table 6.2 suggest it plays a minor role. 
In terms of the value of farm output,

Kutus accounts 
for only 16 percent of the five major local commodities. This
 
is because coffLe far outweighs all other commodities in value, and all of this
 
is collected and marketed through the factories and cooperative societies
 
located in the rural areas outside Kutas toin. 
 If coffee is left aside, how
ever, a radically different picture emerges, in which 1O percent uf tomatoes,
 
nearly all the maize and beans, and three-quarters of bananas are marketed
 
through Kutus. For these commodities the local town does indeed play a major

role as a market canter.
 

Can we expect the same to be true of other small towns, or is Kutus an excep
tion? Casual impressions suggest that compared to other small towns of a simi
lar size, Kutus is i,,usually active. To a large extent, this would seem to be
 
due to its favorable location as a collection and exchange point at the con
fluence of three producing regions to the west, east, and south of Mount Kenya,

within close distance of the major consumption market of Nairobi. But the
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Table 6.1
 

USE OF AGRICULTURAL INPUTS AND LOCATION OF SUPPLIER
 

% Farmers No. Purchases Yearly by Surveys, Farm HHs
 
Item using input Town Coop KGGCU Outside Home
 

Fertilizer 64.0% 12 109 5 1 0
 
Pesticide 78.0% 30 143 37 2 0
 
Sacks 91.0% 87 14 0 0 0
 
Manure 86.0% 0 0 0 0 86
 

Total: 236 293 42 3 86
 

Table 6.2
 

MARKETING CHANNELS FOR MAJOR FARM COMMODITIES
 

Percent value sold to:
 
Amount / Value Kutus Local Coop Outside
 

Commodity Unit Output sold sold KSh.(00) trader HH society region
 

Coffee kgs 237470 237470 100.0% 1862 .0% .0% 99.9% .1%
 
Maize bags 2150 881 41.0% 156 95.7% 2.6% .0% 1.7%
 
Tomatoes boxes 4278 3406 79.6% 61 100.0% .0% .0% .0%
 
Beans bags 765 306 40.0% 123 93.3% 1.3% .0% 5.4%
 
Bananas bunch 1170 604 51.6% 40 75.0% 25.0% .0% .0%
 

Total: 2242 15.8% .7% 83.0% .5%
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lesson for other small towns is that Kutus appears to be reasonably well

connected to producers and consumers within its hinterland, despite farmer
 
complaints of impassability in wet weather, and the town serves as an effective
 

collection and bulking point for local producers, making it an attractive venue
 

for traders buying for larger urban markets outside the region.
 

3. Increased agricultural productivity raises farm household incomes.
 

A third proposition implicit in rural-urban policy is that higher productivity
 

and levels of marketed output substantially increases incomes of rural house

holds. To test this, farm household incomes were broken down into their con

stituent parts to find out, first, what share is derived from agriculture, and
 
This indicates to what
second, how these shares change as income levels rise. 


extent households are dependent on farming, and to what extent an increase in
 

farm income associated with increases in productivity affects household
 

inzomes. The data are preseiuted in Table 6.3.
 

At the aggregate level, income from agriculture appears to represent a surpris

ingly small fraction of total farm household income. According to our sample,
 
estimated average annual per capita income among farm households is KSh. 4,121,
 

of which only one third comes from farming. Anotherv third comes from wage
 

labor, one quarter from town businesses operated by farmers, about 6 percent
 

from farm-based nonfarm activities, and a small remainder from remittances.
 

When the sample is disaggregated into income quintiles, a close relationship
 

emerges between level of income and income diversification, suggesting that as
 

households diversify into other activities outside farming, incomes start to
 

rise. Those that rely almost entirely on agriculture, with little or no income
 

from other sources, except perhaps remittances from other members of the fami

ly, are among the poorest in the sample. (The poorest quintile is shown as
 

having a negative average income from farming since cash outlays exceed
 
to
earnings, a not uncommon situation where the primary purpose of farming is 


feed the family.) The first form of income diversification is into wage labor,
 

as indicated by the proportion of households with members earning wages, which
 

rises markedly as income levels increase, from a low of 4 percent among the
 

poorest group to a high of 73 percent for the richest. Wage employment also
 
constitutes the second major source of income for all farm households.
 

The next form cf income diversification is into farm-based nonfarm activities
 

involving 14 percent of middle income families, and 23 percent of the richest
 

families, although the returns from these activities remain a small part of
 

total household income, no higher than 7.5 percent for any quintile, which is
 

rather less than suggested by some earlier researcherz in Kenya. Eventually,
 
as incomes rise, households begin to set up their own businesses in town; while
 

less than one in ten of middle income families operate such a business, the
 

proportion rises dramatically to almost one in two of the richest households.
 
Profits from these activities contribute between 25 percent and 30 percent of
 
total income for households in the top two quintiles.
 

The diversification into other activities means that farming's share of total
 

income declines from nearly a half for the third and fourth quintiles to a
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Table 6.3
 

FARM HOUSEHOLD INCOME BY SOURCE AND QUINTILES
 

Amount (KSh) per capita per year: 
 Income quintiles

Source 
 1 2 3 5
4 All
 

Farming 
 4827 1649 755 246 
 -789 1338
Farm-based nonfarm 
 780 251 112 39 0 
 237
Town business 
 3819 1471 
 65 58 0 1083
Wage labor 4279 1534 643 156 
 280 1379
Remittances 
 267 95 
 12 19 
 28 84
 

Total: (KSh./yr) 13972 5000 1587 518 
 -481 4121
 

Percentages:
 
Source
 

Farming 
 34.5% 33.0% 47.6% 47.5% 
 n.a. 32.5%
Farm-based nonfarm 
 5.6% 5.0% 7.1% 7.5% n.a. 5.8%

Town business 27.3% 29.4% 
 4.1% 11.2% n.a. 26.3%
Wage labor 30.6% 
 30.7% 40.5% 30.1% 
 n.a. 33.5%

Remittances 
 1.9% 1.9% 
 .8% 3.7% n.a. 2.0%
 

Total: (KSh./yr) 100.0% 100.0% 
 100.0% 100.0% 
 n.a. 100.0%
 
13972 5000 
 1587 518 
 n.a. 4121
 

Number of households:
 
Source 
 1 2 3 4 5 No. HHs
 

Farming 
 22 22 22 22 22 110
Farm-based nonfarm 
 5 1 
 3 2 
 0 11
Town business 
 10 9 
 2 2 0 23
Wage labor 
 16 11 10 
 8 1 46
Remittances 
 17 11 
 7 11 
 14 60
 

Total: 
 22 22 22 22 22 110
 

Percentage of households:
 
Source
 

Farming 
 100.0% 100.0% 100.0% 
 100.0% 100.0% 100.0%
Farm-based nonfarm 
 22.7% 4.5% 13.6% 9.1% .0% 
 10.0%

Town business 
 45.5% 40.9% 9.1% 
 9.1% .0% 20.9%
Wage labor 72.7% 
 50.0% 45.5% 36.4% 4.5% 41.8%

Remittances 
 77.3% 50.0% 31.8% 
 50.0% 63.6% 54.5%
 

Total: 

110
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third for the upper two quintiles. Despite this 
decline in the relative impor

tance of farming, the absolute amounts of income from farming continue to
 

increase as total household incomes rise.
 

Returns from agriculture have to do with many factors, among 
them the amount of
 

land under cultivation; levels of productivity reflecting the use inputs 
such
 

as fertiliser, pesticides, labor, and mechanical equipment; 
the mix of cash
 

crops and staples that are planted; and the proportions of staples that are
 

these decisions reflect the farmer's assessment of the risks
 sold. Many of 
 a source of
 
For farmers who depend almost entirely on farming as 
involved. 


of feeding their families, the risk is
 
income, and more importantly as a means 
 lower.
 
high; but for those with alternative sources of income, 

the risks are 


In other words, the opposite is happening to what was 
anticipated. Although
 

rising agricultural productivity and increased 
sales of farm produce do raise
 

farm household incomes, more important is that increased 
household income
 

arising from diversification into other revenue 
generating activities is making
 

Alterna
it possible for farmers to raise their productivity in agriculture. 


sources of earnings provide a form of insurance to 
farmers, in the event
 

tive 
their investment in agricuilture are less than anticipated, 

or
 
that returns on 

in the worst case are totally wiped out, due for example 

to crops failing, or
 

prices collapsing.
 

4. Rural households create demand for urban goods and 
services, much of which
 

can be met by small towns.
 

A fourth proposition underlying the government's rural-urban 
policy is that
 

spending by rural households on urban goods and 
services can spur the growth of
 

This assumes firstly that rural households create demand 
for
 

small towns. 

urban goods and services, and secondly that small 

towns can meet much of the
 

not depends on the extent
 
demand from rural households. Whether this is so or 


spending by rural households is captured by the 
small town or
 

to which consumer 

it to other towns nearby or larger regional centers 

farther
 
leap-frogs over 

away, places that can offer a wider range of 

goods, possibly at lower prices.
 

these questions, household respondents were asked what 
they pur-


To answer 

chased, where they purchased it, and whether it was locally produced. Using
 

additional information on trader margins and sources 
of retailer stocks,
 

spending on individual items was d-stributed between 
the town, its hinterland,
 

this analy
and outside the study region. One interpretation of the results of 


same basic
A different version of the 
sis was presented earlier in Chapter IV. 


information is presented in Table 6.4.
 

Looking at the assumption that rural households create demand for 
urban goods
 

and services, the evidence from Kutus shows this 
is true, but not quite in the
 

The demand is not so much for items manufactured in 
urban areas,
 

way expected. 

but primarily for the items sold there, mostly food, 

and secondarily for the
 

services provided there. A breakdown of earnings in Kutus town derived from
 

rural spending shows that these are derived mainly 
from market traders and
 

ser
shops selling food items, from people employed in teaching 

and medical 


vices, and from transport services. A relatively small part comes from
 
some part of which is
 

retailing of consumer expendables, shoes and clothing, 


made in Kutus town.
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Looking at the assumption that demand from rural households can be met by the
 

small town, the analysis shows that Kutus does indeed play a vital role as a
 

shopping center for rural residents. It is estimated that for every 100
 

shillings of rural household spending, 41 accrues outside the study area, but
 

59 are captured by the region. In view of the relatively small size of the
 

region in question, this share is surprisingly high. This is partly due to the
 

high proportion of household spending that goes to food, the greater part of
 

which is produced locally. But it is also because the majority of the region's
 

rural households do most of their shoppinf in Kutus itself, which is somewhat
 
superior amenisurprising, given the number of other towns with comparable or 


ties within a short distance, such as Kerugoya, Karatina, Sagana, and Embu.
 

Possibly, the added time and cost of travelling to those towns acts as suffi

cient friction to deter local residents from shopping there.
 

Of the 59 shillings of rural household spending captured by the region, two
 

fifths, or 24 shillings, is retained by the town, and three-fifths, or 35
 
not
shillings, goes back to the rural area itself. This shows that Kutus is 


only important to rural residents as a shopping center, but also as a market

place for their goods, generating substantial revenues which return to rural
 
households.
 

5. 	As rural incomes rise, demand for goods and services in the small town
 

increases, but a higher proportion of spending is done outside the region.
 

If spending by rural households creates demand for goods and services in the
 

small town, then presumably rising rural incomes ought to generate increased
 

demand for the town's goods and services. This much seems uncontroversial, but
 

the interesting question is whether a larger or smaller proportion of spending
 

is retained by the region or is lost to the outside.
 

To test this assumption, rural households were sorted into five groups by
 

level of total expenditures to see how spending patterns differed as shown in
 

Table 6.5. Using information on place of purchase, place of production, and
 

trader margins for different items, shares accruing to the study region and
 

outside from final demand by each of the five groups were estimated, as shown
 1 
in Table 6.6. 


First, three items dominate con-
Several features stand out from Table 6.5. 

sumer spending at all levels: food accounts for close to half of total average
 

spending over all groups; health and education about a fifth; and expendables
 

about a tenth. Second, spending on food does not fall consistently as total
 

spending rises. It fluctuates over a broad range, from a high of 53 percent
 

for 	the lower middle group, to a low of 41 percent for the upper middle income
 
group, yet the poorest and the richest groups both spend about the same 46 to
 

48 percent. This fluctuation reflects the transition from subsistence to
 

commercial farming, and the parallel sub3titution of purchased food for home
 
produced items. In absolute terms, however, average per capita food consumption
 
among the richest quintile is over ten times the poorest. Third, compared to
 
other countries, spending on education and health is high across all house
holds, even the poorest ones, but rises proportionately among wealthier ones.
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Table 6.4
 

DISTRIBUTION OF CONSUMER SPENDING BY FARM HOUSEHOLDS
 

Average annual spending per household, (KSh.):
 

Average Outside Within -- Of which --

Category per HH region region Town Rural 

4264
Food 8973 3051 5922 1658 


Shoes & clothing 983 659 324 211 113
 
972 292
Expendables 2087 1115 680 


Housing 227 32 195 164 31
 

Transport 752 188 564 434 130
 

Durables 450 342 108 76 32
 
Ed & health 3767 1884 1883 1130 753
 

274 0 274 0 274
Services 

217 650.
Obligations 1334 467 867 


18847 7738 11109 4570 6539
Total: 


Percentages:
 
Average Outside Within -- Of which --


Rural
Category per HR region region Town 


Food 8973 34.0% 66.0% 28.0% 72.0%
 

Shoes & clothing 983 67.0% 33.0% 65.1% 34.9%
 
2087 53.4% 46.6% 70.0% 30.0%
Expendables 


Housing 227 14.1% 85.9% 84.1% 15.9%
 
752 25.0% 75.0% 77.0% 23.0%
Transport 


29.6%
Durables 450 76.0% 24.0% 70.4% 

3767 50.0% 50.0% 60.0% 40.0%
Ed & health 


Services 274 .0% 100.0% .0% 100.0%
 
1334 35.0% 65.0% 25.0% 75.0%
Obligations 


Total: 18847 41.1% 58.9% 41.1% 58.9%
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These spending patterns largely explain why the study region's share of final
 
demand increases marginally from 57.1 percent for the poorest group to 59.3
 
percent for the richest. Spending on food remains a high proportion of total
 

outlays, and most of this is produced within the region. Similarly, spending
 
on education and health is generally high, and rises even higher, a large part
 

of which stays in the region in the form of wages to teachers and medical
 
personnel.
 

The town of Kutus itself captures a slightly smaller share of final demand as
 

household spending levels rise, dropping from close to 45 percent for the
 

lowest group, to 39 percent for the highest group. Once again, this is largely
 
explained by the high proportions spent on food, but also by a drop in the
 

share going to expendables, much of which accrues to the town, and a rise in
 

the share for social obligations and personal services (domestic servants) that
 

primarily benefits the rural areas. Hence, a significant sha1; of spending by
 

farm households in the study area is retained in the region, and this share
 
remains high, even increases, when levels of expenditure rise.
 

6. The majority of new businesses in small towns will be informal sector
 
activities.
 

Sessional Paper Number 1 of 1986 argues that given the country's limited
 
resources of capital, the bulk of new jobs to be created in the years ahead are
 

going to have to be in the informal sector, defined loosely as small, family

owned enterprises with few workers requiring limited amounts of capital and
 
minimal entrepreneurial and management skills. It is also anticipated that
 

most formal sector manufv,-turing plants-larger production units designed to
 

take advantage of economics of scale--are likely to be located in bigger towns
 

and cities, since they require access to a wide range of inputs and supporting
 
services, large pools of skilled labor, and regional if not national markets.
 

Conversely, it is assumed that the majority of businesses in small towns will
 
be informal sector activities catering primarily for the local market.
 

A review of several indicators of businesses in Kutus town and shopping centers
 
in the surrounding rural area demonstrates clearly that this assumption is
 

Table 6.7 shows that on average, the number of full time equivalent
correct. 

workers in the survey sample is less than 2.0, a little higher among industrial
 
activities, lower among commerce and services. The median wage rate for
 
employees is KSh. 489 per month for all businesses in the sample, and ranges
 

across a narrow band from a high of KSh. 542 in industry to a low of KSh. 450
 
in services. Given these wage levels, it is strange to find that the median
 
capital/labor ratio is lowest in industry and highest in services, although for
 
the sample as a whole it is a low KSh. 6,400.
 

The largest variation between the sectors is to be found in the capital
 
required at start-up; the median ranges from a low of KSh. 1,000 for industrial
 
businesses to five times that amount for commerce, no doubt reflecting the cost
 
of initial stocks that a retailer or wholesaler needs to.carry. Median monthly
 
profits per worker are KSh. 719 for all sectors combined, which is modest by
 
any standard, although the median for commerce is over four times higher than
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Table 6.5
 

PERCENTAGE COMPOSITION OF RURAL DEMAND BY TYPE AND SPENDING LEVEL
 
By spending levels
 

High Middle Low Average

Category 1 
 2 3 4 5 all
 

Food 
 48% 41% 50% 53% 46% 47%
 
Expendables 
 10% 10% 15% 141 16% 11%
 
Transport 4% 4% 6%
6% 5% 5%
 
Shoes & clothing 4% 7% 7% 7% 7% 
 5%
 
Ed & health 21% 24% 16% 
 15% 19% 20%
 
Durables 3% 2%
1% 3% 2% 2%
 
Services 2% 1% 
 1% 0% 0% 1%
 
Obligations 
 F% 9% 4% 3% 3% 7%
 

Total: 100% 100%100% 100% 100% 100%
 
Monthly amount 5642 2594 1666 1170 686 2351
 

per capita (KSh.)
 

Table 6.6
 

DISTRIBUTION OF FINAL DEMAND FROM RURAL HOUSEHOLDS BY SPENDING LEVEL.
 

Average Outside ---- Within region-------

Category per HH region Total: Town 
 Rural
 

Lower 
 686 42.9% 57A% 44.8% 55.2%
 
Lower middle 1170 42.4% 57.6% 
 41.8% 58.2%
 
Middle 1666 41.9% 
 58.1% 41.2% 58.8%
 
Upper middle 2594 41.8% 58.2% 42.6% 57.4%
 
Upper 
 5642 40.7% 59.3% 39.3% 60.7%
 

All households 2351 58.9% 58.9%
41.1% 41.1% 
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These spending patterns largely explain why the study region's share of final
 
demand increases marginally from 57.1 percent for the poorest group to 59.3
 
percent for the richest. Spending on food remains a high proportion of total
 

outlays, and most of this is produced witlin the region. Similarly, spending
 
on education and health is generally high, and rises even higher, a large part
 

of which stays in the region in the form of wages to teachers and medical
 
personnel.
 

The town of Kutus itself captures a slightly smaller share of final demand as
 

household spending levels rise, dropping from close to 45 percent for the
 

lowest group, to 39 percent for the highest group. Once again, this is largely
 

explained by the high proportions spent on food, but also by a drop in the
 

share going to expendables, much of which accrues to the town, and a rise in
 

the share for social obligations and personal services (domestic servants) that
 

primarily benefits the rural areas. Hence, a significant share of spending by
 

farm households in the study area is retained in che region, and this share
 

remains high, even increases, when levels of expenditure rise.
 

6. The majority of new businesses in small towns will be informal sector
 
activities.
 

Sessional Paper Number 1 of 1986 argues that given the country's limited
 
resources of capital, tlhe bulk of new jobs to be created in the years ahead are
 

going to have to be in the informal sector, defined loosely as small, femily

owned enterprises with few workers requiring limited amounts of capital and
 

minimal entrepreneurial and management skills. It is also anticipated that
 

most formal sector manufacturing plants-larger production units designed to
 

take advantage of economies of scale--are likely to be located in bigger towns
 

and cities, since they require access to a wide range of inputs and supporting
 

services, large pools of skilled labor, and regional if not national markets.
 

Conversely, it is assumed that the majority of businesses in small towns will
 

be informal sector activities catering primarily for the local market.
 

A review of several indicators of businesses in Kutus town and shopping centers
 
in the surrounding rural area demonstrates clearly that this assumption is
 

Table 6.7 shows that on average, the number of full time equivalent
correct. 

workers in the survey sample is less than 2.0, a little higher among industrial
 
activities, lower among commerce and services. The median wage rate for
 

employees is KSh. 489 per month for all businesses in the sample, and ranges
 

across a narrow band from a high of KSh. 542 in industry to a low of KSh. 450
 
in services. Given these wage levels, it is strange to find that the median
 

capital/labor ratio is lowest in industry and hig st in services, although for
 

the sample as a whole it is a low KSh. 6,400.
 

The largest variation between the sectors is to be found in the capital
 
required at start-up; the median ranges from a lo4 of KSh. 1,000 for industrial
 

doubt reflecting the cost
businesses to five times that amount for commerce, no 

of initial stocks that a retailer or wholesaler needs to carry. Median monthly
 
profits per worker are KSh. 719 for all sectors combined, which is modest by
 
any standard, although the median for commerce is over four times higher than
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Table 6.7
 

SELECTED INDICATORS OF TOWN BUSINESSES
 

Indicator Commerce Industry Services 
 All
 

Number: of cases 4.2 25 24 91 
Full-time paid workers 1.29 1.25
1.24 1.26
 
Full-time unpaid workers .24 .2 .17 .21
 
Part-time paid workers .57 .79
1.64 .92
 
Part-time unpaid workers .05 .12 .08 .08
 
Total full time equivalent workers 1.84 1.86
2.32 1.97
 
Median wage rate (KSh./month) 480 450
542 4d9
 
Median start-up capital (KSh.) 500,0 1000 1395 2496
 
Median capital/worker (KSh./worker) 6250 8025
5188 6396
 
Median profit/worker (KSh./worker/month) 179:2 409 588 719
 

industry, which is one reason perhaps why this sector attracts so many
 
businesses.
 

7. Growing business activity in small towns generaces increased income for
 
rural households. 

The development model implicit in government policy envisages the mutually
 
reinforcing economic exchange between urban and rural areas as completing its
 
virtuous circle through the impact of town business activity on 
farm household
 
incomes. The assumption is that economic growth in the town also helps to
 
raise incomes among rural households. This can take place in three ways:
 
through demand for intermediate inputs to urban businesses from agriculture;
 
through demand from urban households for farm produce; and most directly

through wages paid to rural labor employed in urban businesses and profits from
 
urban businesses owned by farm households.
 

As mentioned earlier, it has been claimed that development of agriculture

depends in part ont demand, from urban industries for intermediate agricultural
 
outputs. As economies advance, it is to be expected that more and more urban
 
industries will require an increasingly wide array of agricultural inputs for
 
all kinds of manufacturing purposes. Given that modern, large-scale industries
 
will for 
the most part be located in larger towns and cities, we can expect
 
that the major part of demand will com- from those cities, rather than smaller
 
towns.
 

An analysis of the situation in Kutus suggests that at present urban industries
 
create little demand for local agricultural outputs. In the first place, 
as
 
Table 6.8 shows, at the aggregate level, Kutus businesses purchase only one
eighth of their raw material inputs from within the study area. Of local
 
purchases, just over haif are provided by farmers in the area, and the rest
 
from other manufacturing zirms in the town itself. Some two-thirds of demand
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from Kutus businesses for local agricultural raw materials comes from the
 

commercial sector, mainly for fresh food items, and one third from marlufac

turing, chiefly timber for the sawmills. Demand from services is
 

insignificant.
 

The second way in which economic growth in the town affects rural incomes is
 

through demand from urban households for farm produce. Table 6.9 shows that
 

over half, or 58 percent, of final demand is met by producers inside the study
 
As might be
region, of which nearly three-fifths accrues to the rural sector. 


expected, given the high proportion of total household spending that goes to
 

food, the greater part, or 80 percent, of urban demand for rural produce is
 

for food. Other components include expendables and rent for town housing owned
 

by rural households.
 

The third way in which town activities spur rural household incomes is through
 

wage payments to rural residents, and profits from town businesses to rural
 

Based on data from the field survey, it is estimated that one-third of
 owners. 

all profits from town businesses and market trading accrues to owners living in
 

farm households, and two-thirds of all wages paid by town businesses goes to
 

If these shares seem high, it should be remembered that 90 perrural labor. 

cent of the population of the study area lives outside Kutus town itself.
 

The 	large proportion of urban wage earnings that goes to rural households is
 

also broadly consistent with the earlier observation that 42 percent of farm
 

households derive some part of their income from wage labor.
 

8. 	Increased local nonfarm job opportunities slows out-migration from the
 

area, and draws rural migrants to the small town.
 

to
Ultimately, a key objective of rural-urban policy and the RTPC Programme is 


avoid the excessive concentration of population in Nairobi and other large
 

cities that results from rural to urban migration. While it is recognized that
 

there will inevitably be a significant movement of population out of rural
 

areas in the next two or three decades, it is intended that the flow of
 

migrants should to a large extent be deflected to secondary cities and smaller
 

towns.
 

In order to fully determine the nature of migration flows affecting the study
 

region, we would need information on both arrivals and departures. We have no
 

data on the number or destination of people who have moved out of the region,
 

but 	we do have data on those coming in. Table 6.10 shows the district where
 

rural and urban heads of households previously resided and their reasons for
 

moving.
 

There is very little in-migration to the rural portion of the study region at
 

all. Of all the heads of farm households, 46 percent have not changed their
 

Of those that have moved, 95 percent were already
residence since birth. 

5 percent came from
living previously within Kirinyaga District, and a mere 


The 	vast majority of households
elsewhere, or 2.7 percent of the whole sample. 


heads, 93 percent, changed their place of residence for reasons associated with
 

land, while most of the remainder moved for family reasons, and only a small
 

fraction for job opportunities.
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Table 6.8 

PURCHASES OF RAW MATERIALS BY BUSINESSES IN KUTUS TOWN. 

Purchases Purchases by town businesses 
from 	 Industry Commerce Services All % Total
 

Within the region 	 64283 157640 23599 245522 12.5%
 
Acrirulturp 	 45869 87810 203 133902 6.8%
 
Agrirulturp % 	 34.3% 65.6% .2% 100%
 
Tndiistry 18414 69810 23396 111620 5.7%
 

Outside the rpgion 102440 1387210 222505 1712159 87.5%
 

Total: 	 166723 1544850 246104 1957677 100.0%
 
Per cent total: 8.5% 78.9% 12.6% 100.0%
 

Table 6.9
 

DISTRIBUTION OF FINAL DEMAND FROM TOWN HOUSEHOLD
 
(Average monthly household consumption. KSh.)
 

Average Outside ---- Within region 
Category per HH region Total: Town Rural % Rural 

Food 9093 2728 6365 1782 4583 80.2%
 
Clothing & footwear 822 608 214 139 75 1.3%
 
Expendables 2632 1395 1237 866 371 6.5%
 
Housing 1397 786 611 367 244 4.3%
 
Transport 734 184 550 424 126 2.2%
 
Durables 634 533 101 71 30 .5%
 
Education & Health 907 454 453 281 172 3.0%
 
Personal Services 91 0 91 91 0 .0%
 
Social Obligations 659 507 152 38 114 2.0%
 

Total: 	 16969 7195 , 9774 4059 5715 100.0%
 
100.0% 42.4% 57.6% 41.5% 58.5%
 



Table 6.10
 

IN-MIGRATION TO THE KUTUS REGION
 

A. Heads of rural households
 

Previous
 
Residence Land Job Family Other Total % Total
 

Kirinyaga 53 0 3 0 56 94.9% 
Nyeri 0 1 0 0 1 1.7% 
Embu 0 0 0 0 0 .0% 
Muranga 1 0 0 0 1 1.7% 
Meru 0 0 0 0 0 .0% 
Other 1 0 0 0 1 1.7% 

1 3 0 59 53.6%
 
% moves: 93.2% 1.7% 5.1% .0% 100.0%
 
No change 51 46.4%
 
Total sample 110 100.0%
 

Total moves: 55 


A. Heads of town households
 

Previous
 
Residence Land Job Family Other Total % Total
 

Kirinyaga 0 11 2 2 15 31.9% 
Nyeri 0 3 0 0 3 6.4% 
Embu 0 5 0 0 5 10.6% 
Muranga 1 7 0 1 9 19.1% 
Meru 0 3 0 0 3 6.4% 
Other 2 6 4 0 12 25.5% 

Total moves: 3 35 6 3 47 92.2%
 
% moves: 6.4% 74.5% 12.8% 6.4% 100.0%
 
No change 4 7.8%
 
Total sample 51 100.0%
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For Kutus itself, there is dramatic evidence that the town has been attracting

rural migrants, both from its hinterland and beyond. Our sample indicates that
 
a mere 8 percent of current household heads in the town have lived there all
 
their life; the overwhelming majority, 92 percent, previously lived elsewhere.
 
Of the in-migrants, 32 percent come from the district of Kirinyaga, 43 percent

from surrounding districts, and 25 percent - or a little less than a quarter of
 
all household heads currently living in Kutus - arrived from other parts of the
 
country. With a few exceptions, all those who moved to Kutus previously lived
 
in rural areas. Three-quarters came because of job-related opportunities, and
 
one in eight for family reasons. This suggests that under the right conditions
 
small touws with a vigorous economy like Kutus can attract substantial numbers
 
of rural migrants, even from far afield.
 

B. Conclusions for rural-urban policy and the RTPC Programme.
 

LESSONS FOR RURAL-URBAN POLICY
 

1. The government's decision to stress agriculture as the basis of rural-urban
 
policy is correct.
 

Agriculture is indisputably the engine driving development in the Kutus area.
 
The majority of the working population is engaged in farming and the greater
 
part of household incomes of all residents in the study area is derived
 
directly or indirectly from agricultural earnings. Farm households gain about
 
half their income from agricultural production and employment, and most of the
 
rest from wages or profits from town businesses. Town households earn less
 
from farming and more from business, but nearly all local businesses depend
 
primarily on spending by rural households.
 

Evidence from the Kutus area also indicates that local final demand generates
 
strong income multiplication effects within the region itself, and these get

stronger as incomes rise, particularly for rural producers. Currently, close
 
to 60 percent of all household spending is retained in the study region, and
 
almost 60 percent of that returns to study area farmers. It was also found
 
that as incomes rise these proportions increase and are a powerful stimulus to
 
the growth of local agriculture as well as nonfarm activities. In short, the
 
evidence provides strong support for the basic premise underlying rural-urban
 
policy that efforts to promote rural economic development and the growth of
 
farm incomes must start with agriculture, not manufacturing.
 

2. The emphasis in rural-urban policy on linkages between rural and urban
 
activities as a means of increasing agricultural productivity is sound.
 

The Kutus case shows clearly that small towns can play a crucial role in sup
porting agricultural production and raising productivity. This happens in two
 
ways. First, the town acts as a center for the distribution of farm inputs,
 
and for the collection and marketing of farm produce. In this respect, Kutus
 
is not a typical case, since most input supply and all the marketing of the
 
major commodity is undertaken by the coffee union through factories located in
 
the surrounding rural areas. Nevertheless, the town functions as a major
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regional market for other agricultural Produce from its own hinterland and
 

further afield.
 

Second, the town raises agricultural productivity by providing an alternative
 

source of income for farmers. Evidence from Kutus suggests there is a connec

tion between sources of income and farm household decisions affecting farm
 

Higher income farm households have substantial earnings from
production. 

sources other than farming, and also derive higher earnings from agricultural
 

production, due among things to more intensive use of inputs, a shift away from
 

staples to higher value cash crops, and the sale of a higher proportion of
 

staples. In ocher words, by providing opportunities for farm households to
 

spread risk among a diversity of activities, small towns can indirectly con

tribute to raising agricultural productivity.
 

This has important implications for agricultural policies designed to promote
 

the wider use of modern production inputs and a shift to higher value crops,
 

which warrants further research.
 

3. The government's objective of encouraging a broad spectrum of small-scale,
 

nonfarm activities in small towns is feasible and sound.
 

The Kutus case provides impressive evidence that small towns can stimulate the
 

small-scale nonfarm activities. Since 1975, the
growth of a wide range or 

excluding market traders and transport activities number of town businesses 

has increased fourfold, and in the three year period preceding the survey,
 

approximately 140 new businesses were established creating more than 250 new
 

jobs. The small-scale nature of these activities is underlined by the small
 

1.47 per business, and the relatively small
number of employees, an average of 


amounts of capital used to get started, generally under KSh. 10,000.
 

Three points need stressing, however. First, these nonfarm activities, par

ticularly commerzial activities, generate substantial income for rural house

holds through demand for farm produce, through wages to employees from farm
 

households, and through profits to owners from farm households.
 

Second, nearly every one of these businesses caters to local demand, and their
 

proliferation is another manifestation of the strong multiplication effects
 
derived from coffee. Small towns,
associated with farm household revenues 


therefore, Ere unlikely to be suitable locations for larger firms, especially
 

industrial plants, serving larger regional or national markets.
 

Third, small-scale manufacturing activities generate little demand for inter
directly or indirectly from
mediate farm outputs: most of their inputs come 


Thus,
other firms in the manufacturing sector, chiefly outside the region. 


efforts to promote manufacturing in small towns should be oriented to fostering
 

town employment and enterprise opportunities, not as a means of spurring agri

cultural development.
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4. The expectation underlying rural-urban policy that small towns can absorb
 
rural population is correct.
 

The Kutus case provides dramatic evidence that under the right conditions a
 

small town can attract significant aumbers of in-migrants, even from quite far
 

afield. According to the survey of town households, 92 percent of the heads of
 
town from some other place. More than a
•Kutus households had moved into the 


third of the in-migrants previously lived elsewhere in Kirinyaga District, and
 

a little less than a half in surrounding districts, but more than a quarter
 

have come from more distant locations.
 

5. Price controis and associated procedures and regulations on certain agricul

tural co1',:r.oties generpte effects that run counter to the objectives of
 

rural-urb.an bz'lcnce. 

A single fi ,:cd price for an agricultural commodity acts as both an incentive 
and a disincentive to farmers. As a floor price, it encourages a producer to
 

enter the market by providing a minimum guarantee of return, but as a ceiling
 

it acts as a disincentive to greater investment in that it removes opportuni

ties for the producer to take advantage of favorable market conditions. To the 
extent that a fixed price reduces revenue that might otherwise have accrued
 

under free Li:et conditions, such policies effectively diminish farm household
 
to depress production, The movement and trading restrictions
incomes and serve 


that accompany price controls also remove competitive trading incentives and
 

trade option.' for farmers. Expanded trading activity would likely reduce the
 

relatively a trader margins associated with maize, which were discussed in 

Chapter IV, nd incraase producer prices. In the case of the Kutus area, 
traders whc , lv buy produce for delivery to the NCPB are occasionally 
forced to s i purchases because of NCPB payment delays. Demand then 

weakens and farm,-ers are forced to sell at lower prices to small traders in the 

marketplace wh, srl only for local consumption. 

Thus, in the sily area, the incentives of market opportunities are removed for 
maize farmer. on the one hand, and the benefits of a minimum price guarantee 
for maize p.,ctirn are underminod on the other. Farm income and production, 
rural-urban train, and local income multiplication are all depressed, counter
 

to rural-urban b--lance objectives.
 

6. 	 Import qic:- us and price controls on farm inputs generate effects that run
 
counter to the objectives of rural-urban balance.
 

Improving ac'-,:e3 t farm inputs is not merely a function of physical access but 

also availability and price. Among Kutus farmers, the survey recorded wide

spread complaints about inputs not being available when needed. This was
 

traced in pact to import restrictions and price controls on farm inputs that
 
limit supply .Ird curb potential profits for private traders, reducing their
 

incentives to stock them. Improved availability of farm inputs would result in
 

higher productivity and increased rural-urban trade and income multiplication
 

in line with rural-urban balance objectives. In other small towns, where no
 
cooperatives or cther government agencies are distributing controlled inputs,
 

availability is likely to be an even more serious problem.
 

http:rural-urb.an
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7. Policies designed to promote large-scale industries that do so at the
 

expense of small-scale ones run counter to the objectives of rural-urban
 

balance.
 

In Kutus, the number of posho mills has declined in recent years, apparently
 

aue to government policy restricting local milling in order to promote large
 

scale plants in big cities. Especially in light of the relative scarcity of
 

capital and abundance of labor, such policies run counter to the objective of
 

rural-urban balance to create nonfarm job opportunities. If large plants
 
an
cannot be viable except by restricting small ones, it is indication that
 

they represent an inefficient use of resources. Small-scale plants catering to
 

local markets, particularly those that make use of farm produce, help to multi

ply 	income within the region and strengthen local agriculture.
 

LESSONS FOR THE RTPC PROGRAMME
 

Regarding RTPC selection:
 

areas with reasonably good agricultural
8. RTPCs should be located in 

potential.
 

The 	dynamic growth of Kutus in recent years is largely attributable to produc

tion of coffee, which generates substantial revenues from outside 
the region.
 

revenues from farming are derived from coffee, representing
Some 80 percent of 

percent of total farm household income. Small towns serving rural
about 40 


areas that benefit from strong denwand tor their produce from outside the region
 

are 	more likely to succeed in generating nonfarm jobs and attracting 
rural
 

migrants. Without the stimulus of outside demand, growth will be weak and
 

there is little chance of achieving the objectives of rural-urban 
balance.
 

regional centers.
9. RTPCs must be reasonably accessible from larger towns or 


Part of the reason for the success of Kutus as a small town is that 
it is
 

closely linked to several larger towns nearby and is accessible from Nairobi.
 
to serve as an effective market
Good access is crucial if a small town is 


center for supplying major urban centers of consumption directly, for func

tioning as a supplier to regional centers acting as forwarding point to 
larger
 

urban centers, and for distributing goods produced in larger cities to the
 
hinterland.
 

be the potential for, a critical mass of agricultural
10. 	There must be, or 

production and farm population within an area of relatively easy access to
 

the RTPC and in which the RTPC has a comparative advantage as a trade
 

center.
 

Another part of the reason for the success of Kutus as a rural center is that
 

an area of relatively dense agricultural
within a seven-kilometer radius is 

production and a rural population that is nine times its own population. 

In
 
an
the 	nearby vicinity there are rural shopping centers, a town that is 


administrative center, and other smaller towns, all of which have their 
roles,
 

but 	none of which even approach the comparative advantages of Kutus as a trade
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center. In the case of other RTPC:i, some of these features can be provided
 
through the RTPC Programme: for example, improved connections with a larger
 
hinterland can to some degree substitute for nearby density of agricultural
 
production and rural population. But it must be recognized that there are
 
small towns that do not have and cannot be provided with the necessary endow
ments, or simply lack the comparative advantage as against other nearby towns,
 
to become successful trade and production centers.
 

Regarding RTPC research needs:
 

11. 	Determination of RTPC investments should be supported by research on local
 
linkages between the small town and its hinterland.
 

Since the investments to be made uider the RTPC Programme represent relatively
 
large sums for the areas concerned, it is important that they be supported by
 
appropriate research. Experience from Kutus suggests that valuable insights
 
can be gained from research on the principal characteristics of the local
 
economy, the nature of exchange mechanisms between agriculture and nonfarm
 
activities, and the income multiplication effects of local production. Given
 
the special focus on rural-urban exchange, much of the information required is
 
unlikely to be found in conventional sources, and will require original data
 
collection from the field.
 

12. 	RTPC research should explore ways of increasing agricultural production as
 
well as multiplying this income in the local area.
 

Analysis of the Kutus case reveals that although agriculture is the driving
 
force behind local economic growth, more than half of all household income in
 
the region is derived from nonfarm sources, most of it associated with local
 
consumption expenditures. This strongly suggests that in formulating proposals
 
for RTPC packages special attention should be paid to exploring ways of cap
turing larger shares of local spending and converting a higher proportion of
 
agricultural revenues into profits and jobs in nonfarm activities. This means
 
examining patterns of local consumer spending including the origin of goods and
 
services purchased.
 

13. 	RTPC research should examine linkages between the RTPC and larger towns and
 
regional centers.
 

Of particular interest are forward links from local agriculture, both for final
 
consumption and for industry. In the Kutus case, these were not explicitly
 
examined, although it appears the principal 1-inks with industry are to Nairobi,
 
where maize is milled and where coffee is processed for national consumption
 
and 	for export abroad. Experience from other countries shows that as an econ
omy advances, the development of agriculture is increasingly driven by demand
 
for intermediate farm outputs used by agro-processing industries. In Kenya
 
today, these links are not widespread, but they can be expected to expand in
 
the 	future.
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Regarding RTPC interventions:
 

14. 	Good access between the RTPC and farms in its hinterland is essential for
 
RTPC success.
 

The 	high volume of market activity in Kutus, and the rapid rowth of nonfarm
 
businesses there, is partly due to the relatively good access it has to
 
producers and consumers in its hinterland. Improved access allows a small town
 
to function more effectively as a bulking and collection point for agricultural

produce by reducing the time and money farmers spend on transporting their
 
goods to market. Improved access also stimulates the growth of nonfarm
 
business by expanding the effective catchment area of potential customers for
 
the 	town's goods and services. In designing RTPC investment packages, special

attention should therefore be paid to farm-to-market roads linking producers
 
and 	consumers to the small town.
 

15. 	Facilitating trade and commercial exchange within the RTPC through suppor
 
tive infrastructure is a high priority.
 

In the Kutus case, commerce and trade accou,its for a large part of nonfarm
 
activity, providing employment to many. Much of this activity is associated
 
with marketing and retailing food, which represents nearly half of all house
hold spending. This suggests that special consideration should be given to
 
facilitating these activities. Among the options that might be examined are
 
infrastructure such as water, power, marketplace improvements, storage facili
ties, areas for loading and unloading produce, and even street lighting to
 
improve security at night for retail premises. Moreover, the objective of
 
raising revenues for local authorities through fees and licenses needs to be
 
carefully balanced against the goal of facilitating commercial activity.
 

16. 	The order of growth potential for sectors within RTPCS appears to be
 
commerce, services, industry. However, there is potential for very small
 
scale operations in all sectors, and facilitating such operations will
 
enable the unique hidden economic growth opportunities of each RTPC to
 
emerge over time in response to market demand.
 

About half the town businesses surveyed in Kutus are commercial in nature, and
 
commerce appears to be the sector of greatest strength and growth potential.
 
But all sectors have been experiencing healthy growth in recent years, and
 
there has been especially rapid growth among very small enterprises. Among the
 
highest priorities for RTPC investments should be those that ease market entry
 
and establish favorable environments for small enterprises.
 

17. 	Interventions should not be restricted to physical infrastructure:
 
technical assistance, training, financial services, and local administra
tive and regulatory reform, sometimes at locations other than the RTPC,
 
may be just as important.
 

As suggested in the concluding sections of Chapters III and IV and in Chap
ter V, as well as in earlier discussions in this chapter, many of the oppor
tunities for enhancing rural-urban exchange and accelerating economic growth in
 
the Kutus area are believed to be in the realms of managerial and procedural
 



93
 

improvements, including some in Sagana, institutional innovations, training,
 
financial services, and even policy reform beyond the scope of local interven
tions. In addition, local authority rules and regulations affecting business,
 
the levels of fees and licenses, and other attributes of local administration
 
have an enormous effect on the entrepreneurial options of area households. All
 
these determine the efficacy of infrastructure investments, and should not be
 

.precluded from the scope of RTPC investments.
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APPENDIX A
 

SAMPLING METHODOLOGY
 

The formal survey instrument used in this study consists of four modules: farm
 
households, town households, town businesses, and maiket activities. The
 
survey instrument is contained in Appendix B. The sLmpling methodology for
 
each module is described below.
 

A. Farm Households
 

For purposes of the research, a random sample of farm households living in the
 
study area would have been ideal. A listing of all farm households in the area
 
from which to draw such a sample, however, does not exist and developing one
 
was out of the question due to limitations on resources. A random sample of
 
land parcels in the area proved to be the next best option. The land registry,
 
from the District Office of Lands and Settlements, was used to develop a
 
listing of all parcels of land in the study area. iarcels on the derived list
 
numbered 6,790. Parcels listed with the land registry include both privately
 
and publicly held land and also parcels that have been closed due to subdii
sion. As parcels were selected, if the land proved to be government-owned or
 
closed the parcel was discarded. The end result was a random sample of 150
 
parcels and their respective (private) owners.
 

Occasionally, farm families in the study area own more than one parcel of land,
 
so households with multiple parcels were more likely to be chosen in the sample

than households with just one piece of land. This has the potential to inter
fere with the ability to generalize from the sample about households. Tests
 
for bias proved negative however, and therefore generalization from the sample
 
to all households in the region is permissible.
 

Of the 150 owner-parcels interviews were conducted for 111. The 39 remaining 
were found to be one of the following: nonexistent; parcels of land without 
residences, either beipg owned by businesses or by private individuals living
 
elsewhere; or established households that were unavailable for interviewing.
 
The location of interviewed households appears on the following map.
 

An estimate of the number of households living in the study area is desirable
 
for obvious reasons. A sample from the listing of land parcels showed that
 
approximately 33 percent were either publicly owned, closed, owned by house
holds with more than one parcel, or owned by concerns living elsewihere. Given
 
6,790 parcels in the study area it is estimated that the study region contains
 
4527 farm households.
 

B. Town Households
 

A simple random sample of households from the population of town households in
 
Kutus was drawn. A count of households in the town revealed 1,294 such resi
dences. The households were numbered, and a random sample of 55 was generated.
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Of the sample 55, three proved impossible to track down and we were left with
 
52 town household interviews in the sample.
 

C. Town Businesses
 

A random sample of fixed town businesses was developed for the town business
 
.module. In total, 78 businesses were selected from a population of 377 and all
 
were eventually interviewed. Strictly speaking, since the population was not
 
stratified by sector of production or by locntion, one should not make general
izations about sector or place-specific activities based on our sample, but
 
only about the set of Kutus businesses. Such generalization is inevitable in a
 

study such as this, however and, with the above general caveat in mind, we feel
 
warranted.
 

D. Market Activities
 

The population of market activities in Kutus town was stratified into categor

ies of food, nonfood, and transportation. There are approximately 502 food
 
traders, 370 nonfood traders, and 273 transport operators. From the above
 
population, samples of 28 food traders, 20 nonfood traders and, 15 transport
 
operators were generated. A total of 63 interviews were conducted. Since the
 
samples were generated on site, at the marketplace, randomness was, strictly
 
speaking, only approximated.
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SURVEY QUESTIONNAIRE
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n........................... 	 a- - - - - ........................- aaiC = = = n~. l~~s .....
 

I. 	 : I a aI I a a I
 
a a a a a a aI I
 

2. 	 a: a I a I a a I a 
a a * : a a I 

3. 	 a aI a aI a a * II 
II I I 2 I I aaI 1 I 

4. 	 I a I a a a a I 
I Ia I I I a 	 a I 

a..a a a a l a I I II 
. 2I I I I :I I I * aI 

6.
 

aI aa a a Ia aa 	 I 
7. 1 I a a a 	 I I 

a 	 I I a a la I I 
e. aI 	 I a a I I a I a aI 

9 .	 a a "" a a a a • a a a 
a aI a I 	 a a a I 

10. 	 : a a I * a a * a 

I a a a 	 a a * a IaI I a a I 	 I a 
I:. 	 I a I a I I a a a * 

13. 	 . . I a I a a a I 

14. 	 a a a a a a ,a I 

Reident status Relatinn To Head of 	 Ethncilty
 

I. Member usually residing H ousehold 1. il-uyu 7. Klenjiln
 

at household 
 I. 	licad It. Other relative 2. Luo 8. other (sp.)
 

2. 	Member awiy worl.ng 2. Wife/husband 1:. Servant 3. Luhya
 

3. 	 Member away at school 3. Sen/datighter 13. ,enant 4. Meru Rea2on for 

4. 	 Member of family living 4. Fathe'r/mother 14. Not related 5. Embu chanqing residence
 

in a land elsewhere 5. Saste-/brother 6. lamba I. Land
 

Foe-mal Edication 	 2. Eoployment
5. 	Visitor 6. Nicce,nephew 

4. 	 Fore 2-4 3. lamrlage/ 

Form 5-6 familiy 
6. 	Servant 7. Son/daughter in law I. Ncne 


B. 	S: z.itobrcthor "i2law 2. Std 1-4 5. 

law 3. Std 5-8 6. University 4. Other tsp.) 

Ii. Grand son/de-.tr 
9. 	Father/mothe,"in 


15. Wat Is the usual household siae tnvt.ter o' p-ope% per year 7 ............
 

http:son/de-.tr


__ 

______ _____ 

LMEAN I43JEHODS [A3 FOOD.I F9URAL AND-, COrjSUP*'T1NSECTION 
.7.4.6.2.. ... .... ......-.-. "m.. I .
 

I.- IWas It. IHo- far IRE It waslkhat is Iht prcpor-IIIhch food IHow auch was IWas 
thisl
 

Ithis *purcited I-as it Ipucha5eiethe priceiilon of 
litmes were Iconsumed Ifood item I


Ipu,ch- #locally $of this
Iltuw Ifrom aIconsumed bylyesterday I
I* It tfoLd Itemlonsuened by
las *.sed
IrC-IIOCal
Ithe house- I 
l - '' Ithis HH in &Ih S I Ilocally lin the 


Ihold at anylQuant-: value l &Se A1et 
lyearis hoa.l 

IY/N Itlutus I Iproduced irieket 

Itime in thelity I 

I Inow Ip,'duced I 
=.,,...-,-..
Spast month I I I I region l MI(m) 

. ". "".... .. 
...................
I .- . I1 II I II I 

II I I 

I I
1 6 , _ 

I

IS, ps~ st: slII .I _ I _ I 

1 U __ ___ I I
1 


I
II I
I I I S I.t_I .17, Wh+ I' I
I I
IIIII 1I1. I II I I I I_I C I II_II U_ I _ __ __ __I

I_ _ I._U_ _ _ 
16. E~','d I 2 U 1 _ 

.__ ______II "'1_ U I ____I 
__ S___17. Wheat ___ ____ 


UI
 . ... I 

_ _ U I I! _ . .. __ 

U_____ I I______U_________ I 
. U . I ___ ____ I _____ - I U IIi..1L11___ U II I 

* I U Ia I U 
I U I_____U_______ I 

____ IU____ II_____ ___ 

I I U 

I I a 

I__________ I ______I ______ UI_______
U
I I,), ever~iae I _____ 

Iil. voeti- I ______I___ I II I
I U- i I 

I bies I I I I________I _______I______ ____ ,..... _I " 

U IU 


II:. nati 
I 2 I U I 

_ _ _ _ __II 
* I __ I .I____ _ _ U_I _ _ I __ _ _ _I 

113, tl ,dt I U III I U
U U I I____U_____ 

__ I I____ I 
_ ___.U I

i tAL.E s i IIII I U I
U I I 

__ I___ _ _ _ UI_.__.I
: . i I __ _ _ _II . ananas}l 

. I I_____I 
* UI___I.U ____ I I___ .

11. :hcienI aI U a 
I I : I U I 

.. I______
______I I ____ U _ I 

117,oaIs/fatlI I I
 
U I 
 : I I I I I 

I 41II I II U II U IIle. alt Ia_ ___ : I II ____ .I... ____I I____U_____ I
I o L,_.+r 1_ ____ U 

I II U1P- I I UI 
l * *'''I.ti 



skt 
you could not Si ote 

1ao0. Werehen therg ti@5 in the past onie year9. 

get to the market% 

ab- fo ies 	 Wen ho tld 

centers do you uwually purchase the 	 2
9. What marl:et 
 Yes (1) No (2) ) i


riborepn okm 

and what time 
not possiblewas itII. Why 	 ?of the yea- was is 


... .
... ..
... ..
a h r twhen -mooth/5easOn)ds imp a sF n 	 thvP
b.......... 	 b 
. . . . . .. ..........
c 

...............


b. Loci 	 of trar'spr-1-

................
 c. Other (Sp.) 

['J HOS.jJ MrID UT|LITIESCOSJ.IFTlONI 

does this household occupy ? 
12. W-at hoises 0.
d. 
 m*55555 	 mb. C. s ~ = ~ = *5=mwlml55 l 


I¢ ==== 5 l
= 
a. 

l= = 555m == = =n = = 

Puros 
~	 e edoPOb-O1K.
tD,-elliflc/ 	 Year J.-1ain I.De~n1 1. Dwelling of head ofmhaterials 	 o % h l 

If OI lusedttFurpose Ibuilt l :floor lr '°flIBLI&Idin3 I IspaceI d I IIi.-a 	 dwelltnS2. ODLughte''s 
.
 .............


I I I I |3. 	 3~ Son's dwelling 

4. Wi4e s dwellin
 
I II 	 II I II Isp.)

I. (Main) 

I * 

l 	 I i I 
1=. 
 II I IIII 

I. Wa~l"I brick 2 stone.I I I I * I 
3 eath 4 ttmer 

I 	 5.%pces 6 other Isp.)
I14.I 	 I | I earth 2 cementI . FIoor"

1 I I other IF.)I2IS. 	 I I 3. Roof a I grass 2 tilvSI 	 II II III 
4 other (,,p.) 

I 	 3 iron sheets 

17.I 	 : II 
17o I I I 

?
 
other building structu"es does this 

household use 


13. What d. e.
b. C.
A. 

tother INum4Ner I I 	 I
I Ottet..ui dng

irain materialslof bt-lYe"aibuilding IIldangs 	Ibuilt lused:
Istructures I.all:floo.:rCofl
I 	 a 1. Stores(by purpose] 	 .
I 	 ..... .......... 
 Cow shedsI .......................... II. I I-I2. 

I 	 3.3.Ktchen 

t 	 .1.Other (sp.)
 
II. I II 	 I i 


I I 

14. 


III 
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14. Is your' dwelling place owned or rented 7 1. owned 
2. rented >20
 
15. 

9 paynents on the dwelling 7 

Do you make morta.

1. yes
 

2. no >19 3 

16. 
How much was your last payment ? 
 Ksh.
 

17. To whom is the mortage paid ? 
 I. bank 
 2. other (sp.) .... g
 

18. Where is the mort-age paid ? 1. Local enterprise 
 I t 
2. Outside enterprise
 

19. If 
you had to put up this dwelling how much would it
cost you ? I I Ksh. 
>23 

20. How much does the household pay In rent
dwelling ? for this
 
I Ksh. per month
 

21. What is the 
source of payment for 
thi rent ' I
A. fvoa household earnings 

2. from relataves/f -iends 
3. froma. plvoer
4. other (sp.) ........
22. Where does the landlord/owner reside 7 r--I. in the local area (rural) 
 I
 

2. in the local town
 
3. outside F.Ltus area (sp.2. 

23. What is the source of drinking water for your household ?I. indoor- tap (individuel1"
 
2. %sVetgvendor 
3. outside tap (coerunal) 
4. river/well >27
 

24. Who 5. other (sp.) ........
pays for your water ? 1. Household 
I
 

2. landlord 
 >27
 
3. ot)her :sp.) ..... . 

5. How much was your he.Jsehold's last wter bill ? sh 

6. What amount 
of time was covered by that bill 
 I1 days.
 



----- ----

- - - -

----------- 

the 	water supply source from your dwelling 7 Em. - 
27. 	How far is 


::. 	 rio you use paraffin ? Yes a No 2 > 30 

29. 	How much do you spend for it per month ? J Vsh. 

3e. 	Do you use chArcoal 7 Yes I No 2 
I Ho 2 . 

30. 	 Do you use electricity ? Yes 

K How much do you spcnd for it per month 7 Ksh.
 

:I. 
No.# much is spent for it per month 7 Ksh. Z9. 

7 	 1. martLetycu Set charcoal 
use gas - Yes I r4o 2 I 1 (sp.) ........ 

40. 	 whierc do 
Z2. Do you home made 3. ott.er 


far do you travel to get charCoal km. r----n
 
- 41. How 

3-. 	 How much is sptait for it per month ? 

42. 	Do you use sawdust ? 7 Yes I No 2
 

7.4. 	 Do yoj use wood Yes I N~o , -

How much do you spend for it per month? Ksh. r---"
 

Z5. How much is spent for it per month ? - 41. 


44. 	Do you use telephone ? Yes I No 2 
b.ood 1I. 4orwst
1-6.Where do you get 


3. 	 ma-ket L-.----- Kah. ",-- 2. own farm 	
45. How much do you spend 4or it per month 7 

-" 	 I km. v 
37. 	How far do you travel to SLt wood • _ 

OTHER EXPENSES;C] 	 EDUCATION IHALTAH/MNS!u.PTIO0I I 
47. 	How much has this household spent 

on tjiIM 

46. 	How m.uch has this household spent in the past 12 months 7
servica*

the 	past 12 months 7 
on ed 	cation in 


a. 	 b. o - - - ut I Kh.) 
... .. .. ........... 
 ................
1. Medicine 

:Amount IM) p nd tr :Aovnt 	 I.Md!ii

Ksh. 

S on: Doctors fee


:E.,pcndature 

:" etc ..........
 

. n2. 

...............
3. Other Isp.) ..... 


:1. 	 Ur.I fors. 

o--------------------------

ITotal
 

,2 uiin --o/- - - - ---
------TU-t- - - - - - - - 
* 	 f2.fees :I 

3. 	 E-%i Id ing 
48. How fa is the most frequently used health
 

# und n * 

tlis household 7 Kmfacility froe 

*:4. 	Stationary: 

L the main primary school 
attended 

by the
I bool.s 4?. How far Is 

:5. Pocket o-: this household 7
chld,-en of 	 ----

ney 

.6. Other Isp.2 the main bus/lhatatu station used by this
 

50. Flow far is 

:----
 ...---	 Km.household ? 


I: Total 

:---------


Ksh.5ch,.i.............. 
a. 	 Uork .......... Ksh. v. 

spent 	 on transportation .sh. d. Other (sp.) ....... ksh.
has 	 this household'I. 	How much c. Hospital ....... 


the 	past one month I 
for 	the folio-4in9 in 
[exclude farm related transportation]
NB: 




---- 

6 

the past one a4orth ? 
5-. How much has the household spent on t- following other cwpenses in 

SAo, insecticides, brompS etc.) Va. Home maintenanc.- pr-oducts I detergents 0.9 
Ksh. 

g- -----care products ( toothpaste. oil, soap) 	 Ksh.
 
b. Personal 


54. INVE14TORY OF flEE QvOODSI
53. 

a. b. C. d. e.
 

a. 	 b. c. d. 


i~uy- :Wa-ere wasIDoes the I Y/1

;Has the household SHo i nuch , Where Is the 

: did this :was the 'item I household I% :How |ing :the item 
:spent money on the 


I lmany lprica:purchased

:following Items over: household:itea p- ,producedi Ihava t.e-


Ise items I : ? : lisp.) ..... 
;thm past year |Y/NI spend :tirchased:in KutusI 

I . -----I 
I 	 ---- ---- :reglo n 4 1----- --- --.-

I II-------1i.Shoes and : 

: clothing I I I £ I
 

* I 	 1I I:2. Watches/ jew-I I 

I. Gas st-I I I I 

IRy I I I 	 I 
I v I I V, I' 

:3. R-palrs of I I I I 


I 1 12. Refrig-; I I I 
: vehicles etc. 1 I 

)erators I I I I 
I (i.e inputs3 I 1 I 1 

I 1 13. Radios I I I I 
.4. Furniture Ia I I 

* 	 : a a Ii a* 

I I 1 14. Fans : : I
 

:5. Kitchen uteri-I I 

I I I I I
 

sils I : 
Camerasl I I
I.
---------------------------------------	 a : : :a : 

16.Tlevi- I I I
I I I 

I sgn set I I I 
:l. Loan repaym*-: 3 

17. Eicyclet I I I 
I nt (personal) : I 

:7. Hkouse serv- I I 
 I 	 I I I a 

I s 18. Motor I : I 
, ants [for I 

cycle I I I 
I town HH only]: I I "I 

-	 19. Cars/

1. Gifts/H %rambe* I I 	 1a i 

_ lother van-: t I-
Wher [) was prchased licles I ; 

a. within Kutus region Ii). Others: 	 I 

I (sp.) I 	 Ib. outside kutus region in 


this divtrict 	 I • • I 

c. elsewhere in Kenya
 

d. imported
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HH fEMPFERSED] REMITTANCES FRCII 


of this household sent
 
55. Cut'ing the past 12 obonthS hat anV member 

? I Yes I | 
any relatives and friends living away 

money am- 9 oods to 
r- 1 2. N4o )59 

goods - Ksh. 
56. How much money or money worth of 

i 

in the past 12 months ?have you send 

| I 58. ;-Mere does the person 
the person who received the 
57. What is the relationship of live ? Distance
7 1. husband/wife Place 
money, to the head of household 2. child 


3. other sp. 

s RECEIVED BY HH MfEMERS
 

59. How much Income did members of 
your household got from remittances ?
 

c. d.
b.
a. 
. .........
 . . . . . .
 

.. 

a ... . .
 . .
. . . . . 

is the :wthue does the I
.
. .
 

:Hlow much ctney:WhatIMembet" of :person who senti
 :/money worth ;relationship n s h i
,household rt
RelatiO
the :rEmittfnce Stayl
:with
J.ho has recelv-:oi Soods ws 
 1. Father/mother
(sp.) ........
:person who save I 

any remitta-: received
led i 2. Prother/sister
Ife-cm relatives:the greatest 1 

Ince during tlie i 3. Son/daughter* 
ipas. 12 months :/irtlends in :amount-. 

a 4. In-lawI:past 12 mcnths; -
I --------------- -------------..... 5. Gthcr" (sp) 

.Where (a-re.

I
I i. within Kutus area
 

I*. 

I I . outside Vutus area within thisI 

I 3. Outside this district in Kenya

S* 

I I 4. Outside KenyaI65. 


k h -- W - It'-' 
" 9 V)0rI re ( -

I.I. 
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SECTION 3# FARM FRC!DUCTION ! [I L-Pa 

1. During the past 12 months has this household worked far-s or fields of it) own or rented 7 
Yes I No 2 > Saction 4
 

2. 	How many hectares of land ( including that rented and on fallow) had the household 

used during the past 12 months ? [Fill below 

LAND OWNED VY THE HOUSEHOLD (indicate hectares or ara'esz 1 hectare - 2.47 acresl 

a. b. 	 c.- i d. 

Land that is within rK. of ,utu, Land out,%ie Kutus I Land owned elsewhere 
. I region in thic distrctl (outside this district)

Total I I7. it iii. L. ,i-. I .i . fit. 

ILand owned I e 
ITotal size oa i S:e of that ISi- of that Size I Size Size ISi:. : Size 3 Si:e 

I Ithis owned I land which islland which I;all): titledI fallow (all) I titled I fallow 
I Iland I titled or ad-lis fallow I I•I 

I Ijudicated I .I. ." 1 
I I - -- : * I 

lIndividuallyl I I I I 
i I 

I ------------ I--------- I------ 2---------- -------- --------- --------- I
----- -------- -------	 I------

IJointly I 	 I I I 

II I 	 I I I I 

LAND RENTED BY THE HOUSEHOLD
 
a. b. c. 	 d. 

Total land iTho si: oi that The st-e of that land ITV. size of that land i 
I rented Iland within 1.0 eIitside utus region lelsewrnere outside I 
I by lof Kutus lwithin this district Ithis district I 

IHousehold Ihall ha.) r lail) ha. Ihalt) ha. 

I-------------- .. I I------ ----------------:- .--.------: 

I I
I ....... 

|Msh. :Fallow 
:-... .: 

I 
I .. . . 

:Ksh. :Fallow I 
g . . . 

:Ksh. 
. . 

:Fallow j 

II : I I a m 
II I I I I I I I I I 

Si:e 	 Price 

3. 	Has this household leased out or rented out land 
during 	 the past 12 montlhs ? Within Kutus I I 

region I------------ I----------------- I
 
Yes I No 2 >4 I I 	 Outside Kutus I I 

region 
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Size Price 

4. Have members of 
durin9 the past 

If No 7 

the household 
12 months 

sold any land Within Kutus 
Wegion 
Outside Kutus 

-----------
I 

I-- -------------
I 

I 

5. For what purpocs2 was the above land sold ? 

a. land unproductive 

c. raisq money to support farming 

e. de)tadnas3 

b. raise money for lee;. home use 

d. rase money rt town business 

I. other Isp.)................ 

6. Where did the buyer come .rom' ? C for land 

1. same division (rural) 

.ax.e division (Town) 

difierent division same district 

(rural) 

within 1Kutus) 
4. different division 

5. Other (sp.) ....... 

same district (town) 

7. Where is the person who sold the land residing now ? 

I. on the remaining land 

2. on a land of a relative 

3. on a new land elsewhere 

4. in town sP............. 

B. For how much could you sell land ei:actly like that r 

used by your household during 
the past 12 

months ?

9. Has any member of your household bought land over the past 12 months 7 

Within : Outside tkutus 

I.utUs area I in this district 

yes I No 2 > 

I Outside 
this district 

11 * 

Si:e of land 
bought 

-------------------
I
II 

I 

": 

I 
I2 

* 

I 

Price sh. I 
S--------- -

10. Is the purchased land contiquous with a presently owned plot ? Yes I No 2 S . 

11. Has any member of your household tried to buy or lease land but was unable ? Yes I No 2 >13 I 

12. Why was she/he unable to purchase the land ? 
a. Land unavailable 
b. Price was not affordable 

c. Was too far from present owned land 

d. Other (sp.) .............. 

13. If the household leaves some land fallow why does it do so ? 

a. insufilcient labor c. to conserve quality 

b. irsufticzent capital d. other (sp.) ......... 



10
 

forL Yild 	 from land within Kuti - -S--- > 
[2] CEO9_L <--


k. .I. ah. 1. j.d. 0. f. 9-14. a. b. c. 

IHow I ow much:For how :How How muchWhich :where ITo 	 At 
lHJie the 	 :Was I.lo" :How much| 


:far

Was |of 	Ed] tauch has:much of:of the Iother :was the :hos Iwhat 

Imeasses ofithis []many I 

Icrop do :crop (&];did Iprice Idid I
 

3household ISrown :hict-:obtasned:harvest t(el been:tdl was:har est 


:kept :was tyou usu-:sold? :You Idid Iyou I
 
19rown the 	I on :ares/l4yieid) Ihas been:sold 


Isold in I :for kept forialy : Isell Iyou Itravel: 
Ifollo-ing |land :quan-ldurin9 


lintrcr-Iluse Ithe |sell Ito I
 
Icrops dur-:wit"intln ty :the past:the past: :home 	 :seeds 

:corsum-I lop with I "Nhere"tlain I( ks Imale I
 
jin 3 the :M:utus taIs :- mont-:12 mont-I 

Ipast 12 :region:Srown:hs from :hs I :ption I :this I codes :part II., Ithat I 

Icrop I 	above lyoU lbags, [sale I
 
imonths ? 	 :Y/N I ;"ithin':within Ivolume I value I I 

I Isold :etc) I I
 
1( circle) YIN :Iu.tus:Ic.Utus I tsh. :I 

I 	 I
I :al-ea :region 	 I I I I 

. . .... .... ... =..Iss
 
. . . . . . ..... .. . . . ..
I. .s. ...... ..... . (volume) .. ...... 

II. coffee I i a *l 	 3lI 1 1l IlI 
I 	 I 

I 	 I I
1!. tea 	 l I I I a 	 I a : aIII I I I 

13. maize 	 a I |I 1 a 

I 	 I

14.tomatoesI 	 I I 


I I 	 I
I . ns 	 I I I I |Il 

I 
15. 	 beans l 


a a a I I I
 

16. bananasl I II 
lI 	

II 1I I
I III 	 I I 

I I 	 I 
17. cotton 	 I 1 a *aI I a I a 


a

18. tobaccol I I I 	 I I I
I 1 I 	 II I I 

19. sugar I I 2 l
 

I cane I I I I I
 
II 	 I110. French: I I I 	 IaI 	 II baa•7 	 :| 

Ill. potat-I I I I 	 I I 
Iae$ I I I I 	 I I
 

I a
I12. rice I I I 	 I I I a 
I2I I II I I 


I I I Ia
113. fruit 	I I 

I 

I treesI I I I I 1 

114. peas I I I I 	 I I 

115. veget-I I I I 	 I I I 
I I I

I ables 	 I * I I I I 

116. heat 	 I I I II I I 

I17. 	Sorgh-I I I I I I I I I I I 

II I 


I18. Other a a I a a l
 
I ulm • I 

I 	 II (sp.) 	I I I : I I 

To hoa oldl a. local 104 b. trader in town c. Co-op society d. crop board d. other Isp.) .......
 



--------------------------- ----------------- 

---------- ---- 

-------------- -------- -----------------------

-- -------------- ------- -------- -----------

------------------------------------------------------------------------ 
-----------------------------------

II
 

yluju qkpI tI toraittptirt yntir prndLICt to the marLet ? 

Applo. total costIt,. wl, t %a% the .Ails ari'115 of traflh.'O:t 	 0 

Means of transport32 months 7durzng the past 

. I .. . .o. ' ' '
 

Coffee ... .. ... .... 

.. . . .	 '
 

............................. 	 ........... 
....
....
. ....
ha 

I cropsOther 	 ----------------------

(33 RIT IL 
Which of the above c-ops would you liI: 

7 Codes during 
16. 


to expand production 	 seods/seedlings
21. has your household bougEht 


I No 2
the 	past 12 months 7 Yes 
fron expanding17. 	What prevents you >2322.

of the above cops ?product ion 	 b. C. 
b. inaoeguate transportation a. 

a. 	 |acl of land 

lack of capital 
 =

c. IAc1 of labor d. 	 where [] was 
,For which ;HoDw much: Where did 

pricee 	 I bought,-. poor crop 	 Icreps did :Was spw-: you Set the 
f. delays in payment • • 	 I NE. Use whereI seeds or
Iyou buy Int on 


18. Was there tae in the pat year when you 	 I plants (sp.).I codes
 
Iseeds/ Iseeds 


got yOur crops to the 

were unable to 	 Ifor 11 : 

, -. iseedling

arl.et ? Yes I • "I
No 2 	 tin the I 

I :last !2 1 
were you unable to maa,-et your crops
19. 	Why I lmonthe I Dista-


I IPlacq Ince
 a. road impassable 	 I 
- I
 

b. lack of transport 

I |1
 

in obtaining transport/market It. 

c. delay's 
 Fm.hm 

permit I 
I boUght
I 


1 

other (sp.) .......... 	 12. 

a. private traders 
I 

d. I I I 

1 within KutuaI 


20. 	Has any member of the household received 13. 
I b. Farmers Co-np
I I

in farm any 	training or attended courses I 
1 1 C. FGGCU

14.
Yes 	 I No 2 traderproduction 	 2 d. private
I II
I 
 outside Kutus
1
15. 1 I 

r. home made 

during

2. 	 Has your household used fertilizer f. other (sp.)...
 

the past 12 months ? Yes I No 2 > 25 


From whom 
was 

24. 	 What types and amoont of fertilizer were used ? 
Proportion uaed for 3 


I Amount bought I 

Type of fertilizer where 	

97h I coffee :malze :tomatoes:cther crops :it bought
 
produced I kg 	 - II -I 

- I --	 --- ------- .---------------------- --------- ----------	 - -----------I ---- ------- ----------- -------------------------------- ----------------- --------	 I 

- I -------------


in the countrytehere produced: a. 
b. imported 



your 	household used pest icioes/fungicides
29. Hs 

25. 	 Has your household used manure/compost 

V.------1 
during the p;%t 12 months 7 Yws I No 2 )31 

No 2 )27 ---- J
£2 months Yes I
during the past 


30.
C.26. a. 	 C. d.e. a. 	 b. 
. a. a. ..	 . . .... ... 


..-much hl at pro- :From whor 	 I 
IFrom whomIWhvre is
 

I 

IH 	 :What proportior.Iype of pe-IHow ruch 

:po,tion :was the 	 Iwas Ca] Ithe El as
Imanure was 
Istcide/ :Was spent :of the pesticide v ';

lused ;-% all:o the 
Ito buy [a] I/ fungicide Ibought Iprod
:. nure 

ibough I Ifung-cide I a. re%.yaI !manurc 	 I was used ri I 

ibought


Iwas used : 	 I I b. 'sFort-I
Imeight/ 
I
Ivalue :fors 	 I 

I I " 

I Ksh.1
Ivol 	 ------- I
I 	 ----I -----------------I 
 S.-----------

Cofee
S- I---------

I I I I
 
:ICoffee I 


I
I aI I 

toatosI I I


Imaize I 

I ItomatoesI I 


I a aI I
 
1 a to 

:other I I
 

:tomatoesa 	 1 1a other isp.) .... 


bought
From whom was manur@/pUStICldU/fUnlcideI
:crops 	 utus
a. private trader within 


b. farmers ccooGrative 
27. Has your r-ou-.shold used herbicide 

c. I:GGCUI No 2 >29i2 months 7 esduing the past 	 d. private trader utside Kutus __ ._ 
e. home made 
I. othe-r (sp.) .......... 

How much was spend on or ccatainlers26. 	 It ? 
31. Has your household bought sacks, ropes 


T!_peL Amount the past 12 months No 2 > 74
du0ring 	 Yes I 


32. 4ow much was spent for the above Items in the past 
.......
.................. 
 Vsh. 

12 months 7 

above itees bought 7


33. Where were the 

Diztance ..............
Place ....... 


have 	 you spent orj
34. Over Ma.e past 12 months how such 

the above inputs
transFortation in purchasing 

manure
fertilizer. pesticides s 


sacks, ropes and containers etc.) V-

Ksh. I I
 

I sceds/seedlinSs, 




_ ____ 

----- 

------
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on storage over the past 12 mivths ? 
:5. 	IHas your household had expenses 1. Yes 2. Ne 314I 

that cost was fortt 37. What proporti-n ofof storin9 rZ6. 	t~hat was the cost coffee ... IAizD..... .....-.-c . 
all 	your crops in the past Sh. • 

all other crops .....toeatoes......of insecticide12 nonthz - .,ncl. cost 

and 	pesticide) Ksh.
 
on 	 labor dt'ting the

Z8. 	Has your household had e)rFenss | 
I. Yes 2. No '.46 r past 12 months 7 


? Ieonthu (including part-tie. labor) 
: 9. 	 Ho" much esney all tc;Setlier was spent on labor in the past 12 

46. 	During the past 12 months have you 
b. c. d. 


40. 	 a. had any problems obtaining farm
 

ilabor, seeds, fer-tillicr
 
How many 1 Wage per aI.nputs
INumber of: Now many 	 7 Yes I No 2manure, etc)
I wee 1"oro I month/I.o0"| es : weee "4 - -----

I * relatives; IKutus region: day 
: -- 47. What problems -ave .ou hud 

Z. unavailatle locally 4sp..1Full time 

won'l .c a * :b. 
 couldn't afford 

I
 --- C.. lacL of transport 

other (sp.) ............
d.I

Fart time I * 1 
3 48. During the past 12 months has there 

workers l I I 
been a time when any of rou.r farm 

for lack oft
Machines lay :dle 

a. repair ser-viCa Y/N
 

spare parts Y/N 4circle)
 
the 	above total labor coot went to producings be 


41. 	What proportiont of 
 all other crops........
ma ae ...... tomatoes.......
coffee ....... 


49. 	During the past 12 months -as there
 
42. 	 Ilow many unpaid persons (family and non-famil-' ,jembers) were 

& time ,hen youj needed Zheaworlk an the past 12 monthsusually doing farm 	 assistance of an eftensitr, agent 

but 	could not get one ?
 
the following farm expances


43. 	 How much did your household spend on Yes I No 2 >51 
in the past 12 months? 50. Why could you not get the assistaace? 

A. 	nnting of animals Ksh. Iavailable
a. there wasnt one 

F.sh..............
b. 	 Irrigation charges po- transportsn . .............
C. 	 Fuel oil 


c. other (sp.) ...........
 
. ............
d. 	 Electricity Ksh 

Ranting machinery Ksh.....-........
0. 

.. .............
f. 	 Repairs P.sh 

g .	 Other Isp.) Vsh ...............
 

44. 	 tIowt many tiates did your household get farming adviCe froo 

extension agents in the past 12 months ? I I
 

get 	advice from an extension officer ? 
45. 	For which crops did you 

C. . ............ d.. .......
 
a .............. b............ 




----------- 
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-1. Has any member of your household processed any of hie/her crops for sale during the past 12 

months ? Foe- enample (mas z- meal. tobacco, brewing) Yes I 

d.
52. a. b. C. 

:o~. mjchIWhat crop . Where was :Ho0 much
 
I t1s I'si.huC It l Af.u y Wat3i.0-0setioi Lushtm- I fie yoat " 

learn from ICI sold Ispent onladitles wer* 
IprocessingImade :all your I 

S:years salol Dista-3[ I
 
:of [] :Placelnce I
 

-------- ----- I-----------

12.I m I3 82 * iI 
313. 3 3 3 

34. 1 l 3 2 

53. Has ny member of your houshld raised livestock€or poultry during the past 12 months 7 
I. Yes 2. No )60
 

b. C. d. a. f..- h. 1. J. k. I.
54. a. 


|Animals/ po-IHo. :Estimated~low manylTotal :Where w.ere LHow 	 ;Price~bhere :How manytHow
 

1paid :were C1II] were [many
lultry ,-aised:-'azny do:value cf !"ere :money :the [3 sold :&any 

:you now:stock :sold Ireceived| 	 :11 Ifor Ibought Irecelved;C] werel
Iduring the 


I :Wee :all I :as gift :eatenlpast 12 Mon-own :today :during Ifrom the 
Iths I :past 12 :&ale I IDista-boughtl I for giv-I 

I ',months I I Place Inca I I I len free 

3 1 I 3 III. Cattle I 3 1 3 
II 	 I I I I I I I 

12. Sheep I I I I I II 	 I 
I I III I I I 

I I13. Goats I I l I 	 I III I 3l I I 	 I 

14. Chicken II II II I 
* 

II -	 lI III 
* 


I 
5 1I I 1 1 3 3 I 	 I Il I15. Pigs 	 a 3 I" I 


I 	 II
16. Donkeys I 	 1 1 I 

I l I 	 III 	 I 3 
I 1 3 1 

.l l I17. Other I 	 I 
* I (sp.) I * I I 1 	 I2 1 * a .. . .. 

ihet-e was _1_ve-storlh bought? sceld,
 

a. within Kutus region b. outside Kutua in this district c. outside this district.
 



the past tZ months have any members of your household55. 	During 
sold any product from their animal% such as milk ? 

. Yes 2. No '57
 

many times has 	 your household got
57. 	HNowd.56. a. b. C. 	 - -. advice from a livestock agent 

...... X .............. 

during the past 12 months?
(3 sold
:value of:Whars 	was tranzp-J;Ho. much :amount : Dista-Have you :ssold
Isold 


:Sold JPlacanca :*ort costi
,l(olume)
I 	 58. Has any aeeuers of the household spent
-
I------------ ------- - - 

2 	 money on tho following items in the past 
It. Milk 
 No 	2 >60
12munths ? Yes I 

i b. C. d.


i 
1 59. a.1
12. Cheese 	 :......
= 
.......... .....
30==
I t 

I 	 I IWas I
I

13. Eggs tI 
 IHow muchIta] I 
I :noney ifrom 

Iteas bought I 

1.I I 

14. hides I 
1 I I" I Y/N :spent MI:utuni 

I 
I ...--------------- ---- Y/N I 

15. Other 	 I I ----- III. 	 Building and 


I maintenance of I I 
I of fences/sheds I I 

_ 

I12. Animal feed/salti

Whore Prpdujt was sold, 

I 	 . I I 
a. "ithin Iutus region (15 km.) 	 2 I
13. Veterinary serv-2 


this district
b. outside Kutus in 

I 	 ice * medicine ; I 

c. outside thia district (sp.) ...... 

I bought in the ! I 
I marl:et/town 2 

II 	 i 
I 

I 
14. Other tsp.) .... 

60. 	 How many of the following .tols are owned by your household 7 

I 	 I 4. ares I I 5. sickles I I 
hoes I I 2. pangas I I 3. shovels1. 
 L....L...L..J( embe) L 

chains 7. wheelborrow 8. boxes 9. other (sp.)


6. 

a 	 I I ItI 



of the household
 
61. 	 what Equip- . owedfrented out/rented by members 

during the past 12 months ? 

9. h.0. f-a . b. C. d. 
... a . . .. .


U Saa...... ....... -* 

aa f 	 ~ ~ S - .......................... 
...................... 


:Have :How muchtDid you:Hot. IFcr hoelWhere :How farS:14o.. many :Value 
;was 	paid:reit :much :long didl 

:did 	you:away did:you
IEquipmant| :are owned:of all 

:rented :by whoe-lany of 	Iwas lyou rentl
 

I I Ithese 	 :buy the'you buy 

:out any:ver IE] in 	:paid Ithe I
 

Ito loquipme-l
:y/* Itcday 	 Iones ithem 

in -ented |the 


Ithe ItC :past 121rent Int
IN I 	 Iyou 1 I[] 

a I 	 lbought I 
:in the Ipast 12:Ksh/per :months I I 

: past 12M oontiis I II 
- I 	 I"
a :months I 


II 2(locat-I I Y/N I I
 

|" :ion) I
 

I I I 
-------- I .--------- -------.- -:--:..........-----------
-....-------

I I
 

ors I I I
 
It. Tract-I 


h
P *I I 	 I 

I I I 	 I I

I I
13. Carts I I I 
 IIII I5IIII 

I14. Tani% I I 

I


I ifetal)I I I 
-

15. cPray I I I I I
 

I rs I I 
 I I I 
I I I 

16. 	Vehic-- I I I I I I
 

I
I le I I I 
I
 

17. Oxen I I 	 II IIIIg
I * I 	 I 
I11. Other I I I 

5 Isp. ) I I 3 
I S
 

62. Which of the above equipment .ere used for the farming of t 

coffee maize tomatoes other crops 

.................... ....... ...
 

any of the above equipmentunable to purchase or ren%
63. During the past 12 months have you been 


as you needed ? Yes I No 
 2 > Section 4s (Farm)
 

64. Why were you unable ? a. Unavailable at the local market 

b. Lack of transport 	 S I 

c. Lack of mon;.y 	 | 
d. Other Isp.) 



I
 

SECTION 41 CFARM-BASED) NON-FARM ECONOMIC ACTIVITIES.
 

1. 	 Does any member of your household carry out any of the following non-fare enterprises at the farm ? 
(cii-cle as appropriate) 

I. brick making 2. basket making 3. quarrynS 4. carpentry 	 5. pottery
 

6. kiosk/retail 7. weldlnglblacksaith G. barb.v/aaloujn 9. tailorinS/knitting 10. posho milling 

I. herbalist 12. midwifo srvile 13. on.ter'-:ement 14. painter/decorator 15. choeshine/repair 

16. charcoal mal:ing/sale 1". wood carving i. masonary/construction 19. tb-cco producto
 

20. photoeraphy 21. boor brewing 22. other (zp.).........................
 

2. Profilo of main entarprises done.
 

a. b. C. d. 0. f. S- h. i. J. I.
 

.........................................................................
.............. ................. I
 

Main non- Bu.:Doez this :What are :-hcr. IDoos it :Do you IHoW much :What are gValue of:In Sene-I 

|farm acti-I :business :the main :wau the :operate :require :capital did:the total. :any :ral to 

Ivmtiat at IT :occupy a t9oods/ :buinesouthrouqhcut:a licence you have 3sales of goods of to whom 

Ithe farn I y ;fined utr-tcervice% :,Lill :the year to do itito.start Ithis busi-Ithis (I do you 

I4au above) p lucture :sold or Ilearnt :or not I :this busin-:neso pvr tconsumed:sell 

|I a 2 produced a I top.) I BCsS :.month tunpaid 190od I 

I I (names) I I by your of this 

I 1 Y/N I II HH in a businessl 
I I.1 	 1 
 I (normai)j
 

I ! I * I I I ,I Imonth I
 

-:-------------------- I - ---------- I - - - -- -------------- -

II. 	 I I I I I*I
 
I 	 l"I I - 1 I". "* '"I , ' 

12. I I ! 	 B I ... 
I 	 i I I I I I " 

13. 1 I I I I I 
I • 	 1 £ I I I lI 

14. c I w 	 l A i I r
I 	 1 I I l I II III 

I 	 I I I r .IS. 	 1 2
I 	 I I I I 1 

. s r 1 2n I I I c L 

I 	 I : a I I I I 

: - : ! I I 

[.,JsuneqS I:',p-, 	 Tb whos your" proucts 4e gO4 

a. commerce : r'etaa , *holesale 	 ;. Households in l.utu regison for" farm/ 
b. .ndusteiall .sanuiactu,'e -metal/electrical/chemicai 	 business input (eg. repairs. tools). 

c. andustri|iii manufacturo-ac~ro- forestryl pr'ocessing b. Households in Kurus regioen #or consumption
 

d. services a restaurants, garages, transport, repairs, c. Local iB'utus) traders 

medical, entertainment 	 d. Other (sp.) ..................
 
s j I Whp.,e bus iness _fL s I !arnt 

A. home from pareits b. school C. apprenticeship away fron home d. other (sp.) ................
 



- - - -- 

__ _ _ _ _ _ _ _ _ _ _ _ __ _ _ 

2 

3. Rw 1aterials/ %spplies 	 5. Comp";,dities for Retail and wholesaig
 
9.a. b. C. d. 

a. b. C. d. *. 

IlNhat major raw :iow much :baere do Imow Where as I IW-hat cot-od-2Hos.car horu 1140o I
 
materIals; :do you :you Lssua-Odo you I[I prcdu-I ttes loss Imch doldo 1car o
you dootal 

Istipplies does, :usually lily buy :usually ;cad Iyour anterp-:you us-lbuy (2 Iyou Icost of
 

:Itiavel I Frise usuallylually I Itraveollhose
Iyour business :spend in a:[] 
on 1 :to buy I I purchase Ispend I Ito buy:importedl
Ipurchase :month 

I tin a I 1t] tin the:[I flocation :E) :Zon th I I past 12 

I ;* Icategory] son ( I I :months I 
I I I I -- --- 2- --- .. .I -

I II. I 	 a
12. : 


I I 
 I * 	 12. a aI 

13. Other tsp.) 1 I _ I _ _ _ _ _ _ _ _ _ 	 _ _14. I.1. Ia a __ __ 

iere (I is to.,q! t/ produced 	 15. " I 
16.a. within Iutus region 	 1 

I 
I 

I 
ab. outside JKutuz region In this district 	 17. 3 

C. outsida this district in 1.enya 	 18. I 1 

d. imported 	 19. I a 

4. Eqgipmentl/ machinery
 
h.
8. b. C. d. e. f•. 

Iwbat major :ii cwred~lher@ IHow* #ar :Does IHow much~l# leased how Wl~here is it I r._g orieslr 

?leased from 7 I a. 1oodstuffs/taquipmernt, ' l-hat is :did youldid you 1your did you Imuch do you pay 
in a year I 	 m beveragesIlachinary 'Ithe val-:purcha-:travel :businesslearn tfor it 


la'o owned/ lue of Clise It :to buy :ever 1e-Iduring I I I b. clothes/
 
laso out Ithe past2 	 I ootw.are/leased by 'today *(ocat-:(] 

I I 	 jaorylyour enterp-I ti~a0 	 :this [1 :12 mont-I 
I 	 €. stationary
Irise 	 1 I Ito Shz in 

"1 lothers fleasing I I d. medicines/ 
I I IY/H tout (3 1 I chemical% 

-- ---- I-------- - --------- I---------I------------------------ I e. hardwares 
I. I I 3I I II 	 I 4. detergents/ 

1 	 I I I I I soap/ oils 
I I animala- feed/
12. I 2 	 I 


seeds/ sped-
I I I I I 	 I 
I liangs13 	 I 
I 	 I h. other tsp.).II 	 I I I 

14. I I I I 	 8 5IIII I I I * 


I5. other I * I I I I
 

Wvqere CI "s b_ouhtl leased 
a. within KutusIregion 
b. outside Kutus region in this district
 
c. outside this district in Kenya 
d. imported 



3.
 

the above businesses 7
help in 


How many persons (including relatives) usualli 	
d.
6. 	 C.
b.
A. 


|1-aw many of the
 
,Usual -age of lHow many paid 


INumber of INumber of unpaid 	 are t..0ers are
 
Ith ,paid Iworlers(family,Ipaid tworl:rs 	 lIfrom Vutus regionifemaleIworkers
family)I"oriS.Or |non-

I. I I 	 I(per month3 I I 
III 	 " IiFull-Time IWolC5III 


WorkI I 
Ii(per day]
3ii. I 

I I 	 3* i
IPart-Time I _JJ I

Worlers I J 

the following items. 

12 months how atuch money 
did your businessOs above 

spont on 


7. During the past 	 Wher_ do you purfCal ]r

much per month Whe 	 ......YIN 	 ...............
Item 	 ......... 


I. Maintenance/repaLr 
 ...............
 
2. Fuel isp.) 	 ............... .-
-...
3. Transport 	 ........... ..... ".
 ....... 

4. Water 

5. 	Electricity 


........ ....
*...............
 
6. LiCence fees/rates 	 . . . ...
 

............ 

7. Sent for space 


What problems did you have 
In obtaining any
 

9. 

12 mor-ths did your enterprise 

have 
the past 	 of the above items
S. D-ring 
 the above items 


any problems obtaining any 
of 	 a. none
7 


raw materials, commodities 
for retail etc) 


(fuel, 	 b. unavailable
 
r-
Yes I No 2 	 I c. lack of transport 5I 

d. lack of money
 

e. other (sp.) ....
 

1 U:3 2activity do you operate a 
town business 	7
 

" -Yes 

from the above 

' farm based nan-fare economic 
9. Apart 

10. What are the town businessos you operate 
7 

distiknc

p1ace/location
mature/ntam 	 ...........
.............
..............
 .........................................................................
 

. ... 


11. 14ow such incoase do you usually earn fros the above town businesses per month 7 Ksh. 

• 
12. Hob much time do you spend on a. on'your farming business 

-

b. on your non-farm farm-based 
businesses 

c. onl your town business 

http:I"oriS.Or


----- --------

SECTION 41 CT014N) NON- FARM sJSINESSCS (Incl, SMALL SCALE ENTERPRISES] 

1. 	Have you or your household operated a non-farm business Iuring the past I I 
12 months ? 1. Yes 2. No > 25 

2. 	Parmonal profile of the owner/person in charge of th* business# [For to..n business only).
 

a. b. c. d. *. f. 9. h. i. J. k. I. 

I Name f ge :Highest ttlothe,'-lt this :Do youthf not,:14here Or.noru iFrev- Ar. |Ho,. 

| Iformal ed-:tongue :bu$i1nasslon !giwe Idoes the:occupa-lioug you louchi
 
I .ucation (Ethni-9fuil- Ithis Irelati-o:.ner :tion loccu-paad :per
 

:[grade com-:city) tise tbuvin-.on withllive :pati- wage Imon-

I tpleted I IY/N les Y/N~o**ner I ..I to of there Ith
 

---------.------- - - - - --------------------------
 - - owner -
I 2 1 1 I 2 aI :. -.. £ 

I I I 1 I I 2 I I I I 

WhetC the _qpner lives 	 rAStfo with th jpL__.r 

a. ,ithin kutus region 	 a. son/daughtwr 
b. 	 outside l utus region in this district b. -tff/htsband 

C. 	 outside this district c. otter isp.l..... 

d. 	 No relation
 

4
3. Do you i.oup rezord; on your buslness operations 1&g. entry book, sale- lecr) ? Yes 1 1 o-

E3.j;inal* profJIa. 
4. a. b. c. d. e. f. g- h. i. .. k. 

I : Eu. Oces th Is !Wh~t are !When was:Does it What is :How much :-Thzt zr ?Valu5 ? oft In gener-I 
liatura of I ;business !the man :thit :operate :the type Icapital diditho tota. tany :ral to I 

Ibusiness I I :occupy a :goods/ :businesslthr'oughout :of busin-byou ha :.;ales of :Docds of:to whom I 
to.0 I y :Oiied %tr-:service :started :the year less :to sta-t ;that bui-lthis C) :do you 
Iretail. I p lucture :sold or I tor not :c-nershipfthi3 bustn-!nesc pzr :coniumed:sexl
 
lrertauant, e : :produced I (sp.) :a. indivless :Month lunpzid lgoods
 

lia-miln , : I ; (namez) I ---------- lb. partn-l I :b- your :of this I 
larage, I I Y/N I I I ershipt I HH in a Ibusinessi 
lbtacl-s.mith, I I Ic. corpo-: I ;no-male I 
Istore.etc. I *: 2 t rate I ]month I 
I -------------------------- ------- -I :d. family! . ----------- ----------

I I 1 2 2 2 2 ------- I * I I
 
I 2 I I I 2 1 2
 

Lusl ness Type, To 	 whsc.your product5 ar" 1__ 
a. 	 commerce : retail, wholos~le a. Households in kutus region for #am/ 
b. 	 industrial: manu!actura -m.talelectrical/chemical business input leg. repairs, tools). 
C. 	 industrial: manufacture-agr-o- forestry/ processing b. Household% in Kutus rvaion for consumption 
d. 	servicas i restaurantsq Sarages, transport, repairs, c. Local (Mutus) traders
 

medical, entertainment 	 d. Other (sp.) .................
 

http:tbuvin-.on


2
 

S. 	 How &any persons (including relatives) usually work in your business 7 
d. 	 a.a. 	 b. C. 

of 	 theINumber of INumber of unpaid lUsual wage of IHow many paid IHo.' many 

Ipaid tsorlers Ifamily, Ithe paid Iworkers are Iworlers are 
lSoriers Inan- family) fworkers Ifrom Kukus regionifemala
 
l I 	 I 

1. I I liper month) A I 
Full-Time I I I I I 

IWorl1es I I 	 l
I I I 	 C 

ii. II Iper day) I I
 
Part-Time 
 I I I 8 I
 

NorLeS I I I 
 I 	 I 

6. 	 Have you or any of your employees had formal training or attended a business 

management courses in the past 2 years 7 I. Yee 2. No 

7. How many times did you receive advice on your business from
 
a government agent during the past 12 months ?
 a a 

B. 	Did yoa require any permit/lIicnse to start this
 
this enterprise ? I. Yes 2. NO > 12 i I
 

9. 	 Where did you go to obtain such permit/license 
I. 	 Local office (in Kutus region) 
2. 	ODstrict office (District HQs, Provincial ItQs)
 
3'. 	 National officg (Niirc.bil 

10. What was/is the cost of the permt/license ? Ksh.I I per ........
 

II. 	 What problems do you have in obtaining business licenses/permits ? a. None 
b. 	 Not available in local area c. Delays in application process d. Other tsp.) 

22. 	DurInq the past 12 months did your enterprise spent money on the following items ? 
Y/N HQ" gquch per month Whery do you purch . fI Ko" far 

i. Maintenance/repair ............... ............. . --
.2. Fuel Isp.) .............................. ....
 

3. Animal feed .............................. 	 ......
 
......
4. 	 Iransport .............................. 


S. 	 Water ............... ............. ......
 
6. 	Electricity ....................................
 
7. 	 Licence fees/rates ....................................
 
8. 	Rent for space ....................................
 

13. Does your business oEns a. building Y/N ... value...............
 

b. land YIN ... value ...............
 



------- 

| s -f and h_ lkl1E~*O RWtsfl 

Ra 3 t~ t454.,L~~'rli|-3 

. g 
e.b. c. d. 

. . . . .
 
C ~r e its . .
 - . . S..14.brt _. .. ..... . 

= le,' do :11o" jat
I.hat eajor ia.. 1k. c-"" Wl d........o.. aW - ----- IRa~ t Commod-lHow %Where 1.
. .= IHO
............................ 


Ifar dolTotal
 
:you usua-:do you Icost of
:c] produ- lities does Imuch doldo you 


|Ihat 'aj/ :do you 1your enterp-;you us-lbuy C) yOu 

isuppi3eS :udo 

tcd iris@ usuallyluallY I ltravellthose
Susualbyu ly buy :usually Icced I 


I ly buy :usall
busnes ly pnd Ito buylimportedlyiur bsiesis ;penc in-al tavpurchas 

Ipurchase Imonth on I Ito buy In I tin the
 

toponthsI (]Ilocation [i I e c y :on aE3 I past 121 
.. . ~a :month I
 . . . .
: ----------S . .........
I.- .------------


.I- ---- I--- ---I 
5----- I 


I
12.
a 3I I3I 
I I132.

1:7. 

5I 

1
Other sp.) 34.15. "
 

Lb.:K I
 
w _e[ _boucht/ p-oduCe 3. 

7
 
. 

. ;i n
 
a, within t.utus regiO 17. I l I
 

region in this district 3 Ib. outside Kutus 9. I 
c. out9.de this district In :enya 9
 

d. imported 

,. .q o L
 

= ==
=
==
h r- = = == = =15. men / Mahn == = == ...... = ._____........ 
_ .....
.. .. .
.. .. .
 ... .. . .. d. *.S I 3giLL1
C. -a.b. where is it

leased ho" 


III owned:Wheore 

:Does Howm,&ch:ilf a. foodstuffs/Illow far lleased from ? 


3What major ldid you :much do you pay beverages
Idid youldid you :your I
:what is Ifor it in a year
iaquipment, b. clothes/
1businesslean I
Ithe val-3purcha-:travel I
loachlery :ever le-:during 3 ootwa,'/
lue of (Ilse it 'to buy I

|are owned/ las& out thv pastl . jeary

Itoday Itlocat-IC] I


3Ieased by I IthiS (1 112 mont- c. stationerylion)
Iyour anterp-I in I
:to :hs d. medicines/
I
Irise 

I Ileasing I chemicals
lothers 

(3 1 . arge ns
I I 

IY/N tout fe h ad

I ioils
lsoap .hardw.ares
lII --------------------------------------------
II. ----------------------


I.----------------------

g. antmal feed/ 

i 6 1 I ~ ~ seds/ seed-
I
S lings
32. I
I -I t 113 

I h. other Isp.). 
1 I5 II3 
 3I II5I 5I14. II 


,- 1
 
I
1 I15. other 

Wlj b us qht leaSed
 

a. within 1utus region 
region in this district
b. outside lutuS 

c. outside this district in Kenya
 

d. imported
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17. 	During the past 12 months did your enterprise have 19. What problems did you have in obtaining any
 

any problems obtaining any of 
the above items 	 of the above items ?
 

(fuel, raw materials. commodities for retail etc) 7 a. none 

Yes I No 2 )19 b. unavailable 3 g 

I I 	 C. lack of transport 3 I 
S---- Ad. lack of coney - "
 

Re. other isp.)....
 

19. 	Has your enterprise obtained credit in stock or loan in the past 7 Yes I No 2 3 j 

20. Does your enterprise have any loans outstanding 
now 7 ics I No 2 22 I I 

21. a. b. C. d. e. 4. 

ITo whom does Ibhnat tWhat waslWhat is :What is the :What is :For what I To whom money is owed
 

lyour enterprisetysar did~the ori-Ithe balan-linterest Ithe payme-luse was the a. bank b. co-op
 

lowe money 7 :you get Iginal Ica outsta-Irate (p.a) Int period Icredit C. relative d. friends
 
Itho loannamount Inding I Iof the lobtained e. money lender
 

:of loan I Iloan I (sp.)... f. credit unions
 
I s. informal savings/
 

I 
 I 	 credit group
 
h. other (sp.)..
I------ -------------------------------------------------

I 
..--------------- -- -

I 111I
 
I 2
 

I I lFor what ws credit
 
I I Iobtained
 

* 	 I I a. working capital
 
a 	 I I Ib. investment " 

I I c. other (sp.).. 

22. During the post 12 months did your enterprise have difficulties obtaining credit from any 

institutions 7 Yes I No 2 >25 

23. 	From which institutions did you try but fail to obtain credit ?
 

a. b. 	 C. 

24. 	Why wFpre you unable to obtain credit ?
 
a. Did not 	have raquis-ed security (collateral)
 
b. did not 	qualify Isp.) ............
 
c. bad credit record
 
d. other (sp.) .......
 



2 ) [E.| I 
25. Do you engage in farm activity ? Yes I No 

rented ......... (ha. or acres] ? 
...... 4b)

the land farmad is (a) oned
26. How much of 

above lands ? 
27. What ar the aain crops you grow 

oand_jr. 
in the 

Iatad epLinrMiis E1Ie grwnq/uanti% 
1oc.%ion-0f.lfndfIslZ ............ ............... .............................................. . . . . . . .. .. ... .. ... .... ... .. .. . . . . . . . . . . . . . . . . .2 .. .. . ...... . .............. 

.............. 

... ..

............................
.. ... ..
 .. ......
4 . ... 

" 
much income do you usually earn from your fare business per year ? Ksh. 

28. How 

you have any of your land rented out ? Yes 1 No 2 " m 
29. 0o 

30. How much land is rented out ?
 

on your farm ..............................

average) do you spend La)

31. Hop much time per day (on the (b) on your town business ......................
 

(c) on other business ...........................
 

(E.13 a End of Interview. Thank you.
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AND TOWN HOUSEHOLDS
 
5e OTHER FINAIJCIA 4|FORMATION . FOR FAR

SECTION 
household
 

1. How many.memberS of the household are employed earning wage income 
outside the 


own residents)
from doing farm wage labor -e.g by

linclude income earned Wh r rk n
businesses ? W4here working
..........................
 

Member Occupation Where working Status a. within Kutus region ffarm)
 

b. -ithin lutus region ttown
 
c. outside Kutus region in
 

Kirinyaga
................... 

. .-. .d. Nairobi
 

.......
I No 2 I I e. other (sp.) 

2. Are there membees of this household who receive 

pension ? Yes 


3. What were their previous occupations and grade ? 

gr'ade
occupation 


to which you make use of credit (e.9 loans from banks, coops, money
 
would like to know the e:tent
4. We 
 . Have you used
 

frends or other institutions) for non-production/busnitss 
uses 


lenders, relatives, 
 >6 g-t
Yes I No 2 

any credit in the past 12 months ? 

f.
d. e.b. C.5. a. 

Source of credit/loan
 
was aFor whatltlow much IWhat waslHow muchi 
ILoans IWhat 

a. bank b. co-op society

1purpose Iwas borr-1(is) thethas beeni

I(co-edit) Ithe source d. money-lender
I lof the cre-lwas the :owed linterest:repaid I c. relative 


I e. friend f. Government (sp.)...

I rate
a adit/loan :credit 

S. other (sp.) ................

I I :borrowed: I (p.a) I 


I----------- I -------. I--------- ------- I-------- I
 

I I 
 I I 
ILoan I I 

I Purpose of credit/loan 
I I I 

a. pus-chase consumer itemsI I
I
ILoan 2 I I b. pay school/college fees
 
I II I 

I I c. pay medical cost
 
ILoan 3 1 a 

d. other (sp.) ...........
a . Ia aI 

ILoi.n4 I a aa 

ILoan 5 a a a"" 

forms do members of your household save their 
money ?
 

6. In what 

a. in banks, post office, bonds, credit unions 

group savings societies)
b. informal savings (e.9 




------- ------- -------- 

SECTION 	6: MARKET SURVEY ON t TRADERS/ HAWKERS/ CRAFTSMEN/ ARTISANS 

I. Trader's/ arti;an's personal p,-ofile. 
a. b. c. d. 	 e. f. g- h. i. J. I. 1. 

A IHiscs :h -- ;;- bu:;fner Do you!If no t 'MC-. IOtqncrz Prev-;(Are :How IName 
:Io:'ran od-Itcngu: :z ftl , [F3 lown If;ivc Idoc theloccupz-liou. iyou :muchl 

4 :ucaion I Ethni-crP part-tic P]lthis 1,elati-:oiiner Ition loccu-lpaid Iper 

* glade LJr-:city) :activity for :busin-ldn with:liye I Ipati-lwage :mon-j
I 	 Ipleted t :you les Y/Nbowner * 1 Ion oflnere th 

I " :I------ 1 - - bo~ner:I . . .! . . 
.. -f..I 	 I I I I o i 

I .I;I 	 I I I z 
-- - - -__-	 I -- I - I,- l-:-- -----

Pusiness Profile.
 

2. Type 	of business (by main category) a. Manufacturing/ fabrication/ processing
 
b. Distributive/ Commercial (incl. retail, wholesale.) 
c. Services (incl. transportation, repairs,restaLrants) 

If a. >3 b. >4 c. >5 

3. Manufacture/ Processing/ Fabricatina 
a. b." "'". c. d. e. f. 9. h.- I . 

Irlatu;'o 	 o :What items;To ;Wlhat iwhat I-a" 114cH muchWhera :)-ow far-:14here I Mre inPut ,; tounht/ 
Ibilsiness :do you p :do you fdo you 'do you ?is the I prodruced 
leg. :produce' ;do do 1ddo you pu-lbuy thio5usuallylusuallyl input I a. with i - Vutus region 
Iblacl:smith:proces% :you :you 1:-chase to inp,- :buy the'travel :producedf b. outsido t.utus region 
Icarpentry :here :sell:sell Iproduce :per linput :to buy I I in this district
 

111wmall I I[) I1 the I tomm Iweek I It) I C. aelnwhni- iii V:nya
 
I I d. imported
Icraits I I I Iln [a] I I 


-------------------- - ------------ I --- I-- I
 
II. I II. . I I I 
:2. 1 12. I I I I To whom do You sell 

-13. 1 i .	 z , I a. households in .utus area 
I vr farm/business iput 

:5. I 1 5. I I II b. households In Kutus area 
14. 1 1 14. 	 I I io 

l. i J6.I 	 I I for consumption 
17. I 17. I I I I C. Other traders 
:8. V- I I I I I d. other (qp.) ............ 

4. 	 Does this business occupy a fixed structure 7 Yes I lo 2
 
. 



-------

5. Commerce 	: wholesale, retail
 
9. h. i. J.
 a. b. c. d. e. 


--------a--------------a
s a--- --a=== =- - s - ==- =_ ---- s 

is ITo lValueils the 31f boug-1Where I-ow farlWhere I
 
INature of 	 :What items:What 

:do you lis 	the : Categorle, of 
Ibusiness 	 :do you :the total lwhom:of litem prod-tht for :do you 


:sell 7 :valtie of :do :salesluced by :how much:buy it :usuallylitem I goods
le.9 

lyou [sp.J?Ido you I ? :travel Iproducedl a. foodstuffs/
Iretail 	 :(see cate-:this item :you :per 


Ito buy I I beverages

jwholesale 	 19ories) Iyou norma-:sll:monthI :spend * 


I b. clothes/
"lily have Ill 2 I Y/N :per 	 lit I 
I I .Imonth I I I clothing 

------- C. detei-gents/--------- .----------	 .: - -
-
 I. 	 It. . I soap/oil% 

I d. stationery:2. : 2 I 12. I I 
2 , I e. 	medicines
 

2. 	 $ |. I I 

f. hardwares
24. 	 I 1 14. I I 1 I 


I 	 I 9. animal feed/
15. 	 I I 

seeds/ seed

:5. I I 

I6. 	 1 1 16. 

I lings17. 	 i 
I I I h. other (sp.).. 

27. 1 I 1 I 	 I 

e. I 	 1 I I I 

-see abov2 ]
C For categories of where / to whom sold/ bought 


6. Services 	lincl, transport/ repairs]
 

a. b. 	 c. d. e. f. S. h. J. 

IWhere tHo farlWhere I
INature of :What serv-lWhat :To :Valuells the :What 

:price do :whom:of litem prod-:inputs Ida you :do you lis the 8Ibusiness 	 lices do 

le.g :you sell ?:you norma-!do Isalesluced by :do you Ibuy it lusuallylitem I
 

Itransport I lily :you Iper Iyou [sp..]?!buy to 1 7 Itrastel Iproducedl
 
Ito buy I
Irestaurant 	I Icharge sell:monthi :prodic. I 

I[] I Y/N Ithis I lit IIshoeshine 	 I (sp.) I 
:service I 	 IIbarber 	 1 I I 

-- :-------- I------------ I-------- -------- ------- I-------

:1.I 
 II. 
I 	 12. 12 I . I
 

:3. 13.I
 
I 	 :4. I I4. : i I 

15. I I : 	 25.1 I I 

I 	 16. 1 I I :6. 1 I 

5 	 :7. ,O I I 17. 1 I
 
I
t wI s b uhI 	 :8. 


C For categories of where / to whom sold/ bought -see above 3 



Yes I No 2
 
7. Do you keep records on your business transactions such as sales liedger, entry book ? 

in this business 7B. 	How many workers do you employ 


...........
 on marLet days ............on non-market day 


Pay per day .......... 
 ..........
 

non-market days ............
.......... 


r-j 12. When did you start selling in this market ?
 

9. How Mary unpaid 	family members help with worl. on a marl:et day 


10.Do you own machinery or equipment in order to produce/ 

1 	 ..........


sell/ deliver your produce/ see-vice ? Yes 1 No 2 1 	
in this market ?L---J 13. How often do you sell 


yes, what are they and how much do you buy eacl. ? days in a week .............
 
II.If 
 -hat months .............
 

Equipment 	 Value/cost Where bought 

. . . ...............
I ... . . . . .. 

14. 	What are your total sales per week ? Ksh. -

J 16. W.hat -eans of transport do you
15. How far do you travel to come to this market ? km. 


use to transport your goods ?
 
Means o; transport
 
a. lorry b. bus/"matatu"
 
c. cart d. foot
 

e. own vehiclu
 I I 

Do you pal anv ;eR5/char9e
cost you on transport "1.
17. How much does it 


to - in t.ll-c 	 nara-Iu0 ? 
per trip ? 

Yes . No 2 >23 

1 I 1 19. flow rich ? K<h............ 
19. How much does permit and licence cost you 7 


P 	 L 
2Z. flow di.J you obtain the capital 7, 

a. savings b. credit/loan
use to start this enterprise 7
21. How much capital did you 	 * 

c. other (sp.) .......
 

23. Do you require permit to transport your goods ? Yes I No 2 > 	25
 

24. How much does the permit cost Ksh. per yr/mth ......... //.......
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C1 OTHER MARKETS
 

25. Do you operate in other marLets doing this same business ? 1. Yes 2. No )27 

27. What other income generating activities
b. c.
26. a. 

do you have/operate ?
 

e. f.
C. d.

jWhat other RMhat twhat arel a. b. 


n==- ==ass -. nan = - mann.=a=-= =*S=C==== 	 nImarlets Idays !)your I 

lWhen did lWhat proporti-I


Ido you Ido Idaily I lOther income 	lWhere is lHow far lHow much 
a weeks
 

loperate in lyou :sales I Igenerating 	 IC locat-Ifrom lmoney do you startlon of 


led Ithis learn from Ithis time do you

latte-Ithere Iactivities 


I lmarket :it per lother Ispent on otheri
 
:nd I 

I I Imonth 	 activity lactivity
 
-. I 


I 	 IIIIII 


I11. Farm/ I 
I I
livestock I 


12. Business I I I 
I in town I I 
13. Wage I I 
I employmentl I 

1 14. Other sp. I I	 
IIIII12II 

28. Which of the following problems do you face in operating your business ?
 

bi obtaining trade licence
 a. pu-chasing inputs/ raw materials 

d. lack of suitable place to locate in the market
 

c. getting to the market 

e. insufficient capital 	 f. other (sp.) ...........
 

................

29. What problems do you have expanding your business ? (sp.) 

[E.13 - End of Interview. Thank you. 
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APPENDIX C
 

ADAPTING THE STUDY METHODOLOGY
 

This research effort was experimental in that it was the first in Kenya to
 

focus explicitly on rural-urban exchange and the first field research under
taken to serve rural-urban balance and the RTPC Programme. The work of the
 

principal researchers was plagued with frustration because as the story of the
 

economy of the Kutus study area unfolded during the course of work, new ele

ments warranting deeper research than had been planned were continually pre
senting themselves. Time, personnel, and money resources were severely
 
limited, and the energies of the researchers had limits as well. All the
 

research and analysis that could have been done, and perhaps should have been
 

done, could not be done. The researchers had to content themselves with noting
 

considerations that should be taken into account for such research efforts in
 

the future, and recording them in what follows to ensure at least that the
 
lessons of the experiment would be known.
 

On the whole, the study methodology as described in Chapter I is appropriate
 

and suitable fur application to other RTPCs. However, some modifications in
 

the research focus are in order, some measures to increase research efficiency
 

should be taken, and some hard decisions concerning resources dedicated to RTPC
 

research need to be addressed before engaging in additional efforts of this
 
sort. These are summarized below.
 

A. Research Focus
 

Following is a list of recommended improvements in the focus of future RTPC
 

research efforts. These recommendations are offered without regard to cost
 
considerations.
 

1. Expand research on internal operations of the RTPC economy.
 

More detail is desirable on detailed categories of town businesses, on the
 

foruard and backward linkages of these businesses, especially to agriculture
 

in the study area, on the growth patterns of these businesses, and on the
 

characteristics of their principal markets. More detail is also needed on
 

the operations of various institutions that play a role in the town economy,
 

including local government, cenural government, parastatals, trade
 

organizations, and training institutions. More detail is also needed
 
regarding infrastructure and its effects on different categories of local
 
business.
 

2. Expand research on rural-urban investment patterns.
 

SARSA's rural-urban exchange research methodology as applied to the Kutus
 
area focuses primarily on current patterns of exchange, not longer-term
 

patterns of surplus transfer. Many farmers in the study area have invested
 
in town businesses, and many town households have invested in farms, though
 

apparently not generally as a major source of current income. More research
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into rural-urban investment patterns in the study area would yield improved
 
insights into the longer term development implications of improved rural
urban exchange and generation of current income.
 

3. Expand research on recent patterns of change.
 

The research methodology applied to the Kutus area assesses needs and likely
 
responses to change based largely upon current patterns of production and
 
trade. More attention to patterns of change in response to altered
 
conditions and incentives in the recent past would yield better insights
 
into needs and likely responses to RTPC interventions.
 

4. Study the designated key commodity systems in greater depth.
 

In particular, more research should be conducted into agricultural produc
tion methods and the spatial variations within the 3 to 6 designated key
 
commodity systems. These could significantly affect priorities among RTPC
 
interventions, and also the responses to them.
 

5. Study linkages further afield.
 

More research should be conducted especially on forward linkages from
 
agriculture to trade, processing, and final market centers outside the study
 
area because exchange patterns external to the RTPC area can have a bearing
 
on how exchange patterns within the study area will be affected by various
 
intervention options. Similarly, more research should be undertaken on
 
linkages between the RTPC and other towns, especially in connection with
 
forward and backward linkages of enterprises that figure prominently in
 
agricultural marketing and input supply or trade with rural households.
 

6. Study macropolicy issues in greater depth.
 

The effects of macropolicies loom large in local economies. Interventions
 
that make sense under one set of macropolicies may make no sense if those
 
policies are changed. Research needs to concentrate on how patcerns of
 
exchange in the local area are conditioned by the current macropolicy
 
environment, the consequences of past macropolicy changes, and alternative
 
intervention opportunities under current and altared policies. This would
 
not only serve the RTPC, but would also serve policy reform deliberations.
 

7. Deemphasize the baseline aspacts of research.
 

As a routine matter, it probably does not pay to devote resources to
 
developing baseline data for future reference beyond the data necessary for
 
analysis associated with intervention assessment. Generating broad baseline
 
data consumes enormous resources and diverts attention and energies from
 
concerns with the best package of RTPC investments.
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B. Improving Research Efficiency
 

Following is a list of recommended measures to improve the cost-to-quality and
 
quantity of output ratios of future RTPC research efforts. These recommenda
tions are offered without regard to cost considerations.
 

1. Prepare a handbook of research procedures.
 

Frocedures developed in the course of the Kutus area study and the wisdom of
 

hindsight could both be put to good use to improve the cost-effectiveness of
 
future RTPC research efforts. A handbook should be prepared as a starting
 
point for future RTPC study teams. The handbook should contain recommended
 
procedures, cautionary advice regarding pitfalls, and coordinated and pre

codtd standard survey questionnaire modules that can be adapted to the
 
unique needs of each study area. In addition to improving research
 

efficiency, this would introduce consistency into RTPC research that would
 
enable comparative analysis among RTPCs and would help ensure useful post
implementation research.
 

2. Define the study area more carefully.
 

The study area should not necessarily be thought of as a contiguous piece of
 

geography. It should represent the principal economic "catchment" area of
 
the RTPC, the potential catchment area, and aspects of other settlements
 

outside the immediate vicinity to which the RTPC has significant
 
socioeconomic links.
 

3. Train research teams to undertake RTPC studies.
 

One or a small number of teams should be trained to undertake all RTPC
 
studies, so that experience and efficiency will cumulate.
 

4. Adapt the commodity system approach to realities in each case.
 

Not only must the key commodities be carefully selected, but the approach
 

itself should be modified in accordance with the character of the study
 
area. For e :ample, the Kutus study area is a small one and the rural
 
portion is ethnically hom;ogeneous. No significant spatial or economic
 
pat.terns of farm household consumption were discerned in association with
 
individual commodity systems. In similar RTPC study areas, it would pay
 
from the outset to deal with farm household consumption as a subject unto
 
itself rather than in association with commodity systems.
 

C. Research Resources
 

Researchers always feel that financial resources available are inadequate to
 
the task that needs to be done, and the Kutus area study provides no exception.
 
In looking to future RTPC research efforts, however, there are some serious
 
decisions that need to be made that have a significant bearing on financial
 
resources and their use. Research costs money. Quality research costs a good
 

deal of money. But substantial investments will be made in RTPCs, and guiding
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those investments with quality 
research is the most cost-effective 

way of
 

proceeding with the RTPC Programme.
 

1. Target the research and define 
its objectives very carefully.
 

Research such as was done in 
the Kutus area, improved as discussed 

above,
 

It is essential that the target 
and
 

could be very expensive indeed. 


objectives of RTPC research 
be formulated with great care 

so that only the
 

minimum research necessary 
is carried out, but carried 

out with clear
 

Once the purposes and limits of the research are well defined,
 

direction. 
 be appropriate to the task.
 
funding should be carefully measured to 


R'TPC researcb programme.

2. Fornulate an 


A long term
 

Future RTPC research should 
not be undertaken piecemeal. 


research program shculd be 
formulated that includes preparatory 

work such as
 

development of the handbook 
mentioned above, and identifies 

a sequence of
 

RTPC studies coordinated with 
selection of RTPCs and implementation
 

The program should be institutionalized,
 
scnhdules for RTPC investments. 
 The RTPC research program
 

and a permanent coordinator 
should be designated. 


should be coordinated with, 
and perhaps associated with, 

the research
 

program for the Rural-Urban 
Marketing Programme.
 


