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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 bzlance explicitly recognizes the inter-
dependence of agricultural development, urban development, and the creation of
of f-farm emp.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
activiries, including processing, manufacturing and services." Kutus is one of
the first designated RTPCs.

This study of rural-urban exchange in Kutus town and its hinterland was under-
taken for three primary purposes: to yield insights into potential R1PC inter-
ventions in Kutus and the nearby 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 other R1PCs.

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.

OVERVIEW 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 cot.on agricultural zones (see maps in Chapter 11).

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 1,294 4,527 1,020 6,841
Average lousehold size 3.69 8.37 5.33 7.03
Population 4,775 37,891 5,437 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
the district, while among study area farm households virtually all heads of
households and 94 percent of migrants to the area are frem Kirinyaga District.
A further possible indication of the perceived econciic health of the area is
that 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 but
higher than nationwide.

Kutus households derive nearly 90 percent of self-employment earnings, 78
percent of wage earnings, and 87 percent of all earnings from Kutus. Among
Kutus self-employment activities in which residents engage, commercial
activities dominate. Average household self-employment earrings from service
and commerce activities in Kutus 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,
and nearly 20 percent from farms in the study area. Yet self-empioyment cash
income from farming inside or outside the study area is substantially less than
from any other sector inside or outsige the study area. Thus, farming is a
significant self-employment activity for Xutus recidents 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
activities. It is not an uncommon practice for farm households, especially the
more prosperous ones, to engage in commercial businesses and to a lesser extent
in service businesses in Kutus town. 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. Overall, only about 40 per-
cent of farm household cash income in the study area 1is derived from local
rural activities; another 28 percent is derived from activities in Kutus towr,
and 32 percent is derived from activities outside the study area.
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Nevertheless, agriculture appears to be central to the economy of the region on
at least three counts. First, apart Irom providing a significant amount of
income to farm households and most income to less prosperous farm households,
farming appears tec provide a food source, safety necr, and revenue base for
undertaking nonfarm entrepreneurial activities. Second, the commercial sector
in Kutus in particular is closely linked to and heavily dependent upon agricul-
tural production and markating. Third, both commerce and services in Kutus
depend heavily on spending by farm households from the study area.

The follcwing table surmarizes estimates of basic crop production statistics
for the study area. Coffee clearly dominates as the m@in source of agricul-
tural cash income, yielding 1.75 times the gross revenues of all other crops
combined on a par farm basis. It is grown by nearly 90 percent of farm house-
holds in the study area. All coffee is marketed througih 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) §4) (Ksh) (%)
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 6l + 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 977 for sugar cane.

++ Ranges from 10Z 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 cousumption, 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 banapas 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 indusrrial 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 nore.

The 377 tusinesses in Kutus that operate out of fixed places of business employ
an average -f between one and two employees full time, and about one employee
part rime. Tlis 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 lowest. 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 capit«l/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
Businesses 0 1 2 3 4 5 >5  Total

Fixed Places of
Business (FPB):

Industry
Z of total 3.5 2.5 2.5 4.5 0.5 0.5 2.5 16.5
2 of industry 21.0 15.0 15.0 27.0 3.0 3.0 15.0 100.0
Commerce
Z of total 9.5 6.5 5.0 1.5 0.5 0.0 3.0 26.0
9 of commerce 36.5 25.0 19.0 6.0 2.0 0.0 11.5 100.0
Services
2 of total 4.5 3.5 1.5 2.0 0.5 0.0 2.5 14.5
7 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. 9.0 8.0 1.5 0.5 8.0 57.0
% of FPB 30.5 22.0 16.0 1:4.0 2.5 1.0 14.0 100.0
Open Air Market (OAM)
7 of total 2.9 5.0 4.5 1.5 0.6 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
4 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.

On the whole, businesses in Kutus are quite small, most being a part of what is
often referred to as the informal sector. The table above shows that 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.

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
located in the new southern commercial area or in nearby neighborhoods. The
observer wandering through the new commercial area sees tidiness and solid
modern structures, includinz a new open air market that remains unutilized
owing to lack of utilities, but a lightness of activity at an unhurried pace.
The older northern commercial area situated on the main road, on the other
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
access, and if certain improvements arc 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 likeiy to be thriving by the turn of the
century.

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

Rather than viewing agricultural production as a broad aggregate, this study
focused on the rural-urtan exchanges and inccme multiplication effects
associated directly and indirectly with marketing and input supply related to
three "key" commodities in the Kutus area: coffee, maize, and tomatoes. Coffee
was selected because it 1is the dominant cash crop; maize was chosen because of
its importance both as 3 staple grown by virtually all farmers and as a com-
modity for domastic markets; and tomatoes, representing the fourth highest
gross sales per farm household, were selected as representative of a class of
commodities in the region with similar potential and unregulated marketing
channels.

On the whole, agriculture in the study region, as reflected in coffee, maize,
and tomatoes, is prospering. However, the results of this study suggest sev-
eral 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 area.

Marketing

Productivity ir coffee producticn is limited by payment delays from the coffee
union to the coffee societies. Delays in payments accruing to societies from
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 farmere 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
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. 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 depressec by contrcls placed on marketing
that commodity. Relaxation of price and movement controls would likely draw
additional traders into the market and broaden marketing optiocns 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 irrigete. 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 effectively lowers productivity
owing to spoilage. The problem is most severe in the highest notential 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 ma jority listed impassable roads as the major reason. The problem is more
severe for tomatoes than maize, as farmers make higher cash outlays for trans-
port 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 prucess results in shortages and
delays in the supply of importart 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,
facilirating greater private sector involvement 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.

Paradoxically, in a region with 15 percent unemployment, farmers complain of a
lack of lahor for production. Almost 20 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.

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
nver 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 business 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
also reveal further opportunities for economic growth in the study area, some
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 effacts in
the study area. This is due in part to the nonprofit nature of the cofree
societies: what would otherwise be profits are reflected in better payments and
other benefits to farmers. But it is also due in part to che 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 berefit. 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 ¢f 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
merely to shifting benefits from local traders to local farmers. But improved
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 workers, and as consumers. This phenomenon highlights the
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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, zovernment policy, and
related matters pertinent to specific 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. Phvsical 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 Exchange 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 Controls
14. Streamiine Procedures for Agricultural Input Importation

15. Expedite Coffee Union Tendering/Ordering of Farm Inputs

16. Eliminate Coffee !nion Payment Delays to Societies or Shift Incidence of
‘Delay to the Source

LLESSONS 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
economic role by the several larger towns and Nairobi to which access is so
convenient from the area, and this would deprive the s.udy of a typical cace of
an RTPC. The high agricultural potential and relatively high levels of incone
in the area, and also the relatively good rural road network, were further
causes for concern that the Kutus case would not yield broadly useful insights.

The researchers now believe the Kutus area to have heen an extremely fortunate
selection. Many of its characteristics offer clues tc 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-
ters. And the role it is playing is very much the sort of role envisioned in
rural-urban balance and the RTPC Programme. VYet, in Kutus and its surrounding
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 anc 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 onbjectives of rural-urban balarce.

7. Policies designed to promote large-scale industrial 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.

1N0. 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 muitiplying this income in the local area.

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

Regarding RTPC interventions:

14, Good access bei.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 ro 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 METHODOLCGY

On the whole, the study methodology as described briefly in Chapter 1 of the
full report is aporopriate 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.

£~

Study the designated key commodity systems in greater depth.

W

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 morz carefully.
10. Train research teams to undertake RTPC studies.

l11. 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 PTPC 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 coordinato:r 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. 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. The
term "rural-urban balance" refers, as discussed in Chapter 4 of the Sessional
Faper, 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 frem 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 interdependence of agricul-
tural development, urban development, and creation of off-farm employment
opportunities for members of rural househlolds.

The Sessional Paper is clear about the government's intent to rely on the
private sector to accelerate rural economic growtli, and about the role of
government in tacilitating this in the context of rural-urban balance: "Over
the coming years, government guidelines to District Developmen: 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 tu small urban centers of high potential."

One important mecnanism 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 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 districus 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 Settleimment 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
Dlevelopment, 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 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 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 usefnul to
other development endeavors related to rural-urlan balance in addition to the
RTPC Programme, the researchers were instructed not to limit their considera-
tion of potential interventions in the Kutus 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 ai ‘st a year.
This dialogue produced three documents that defined the scope, er 1ises, 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 "Researcl 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. Bit it was felt that important knowledge could be gained neverthe-
less, and that such a pilot experience was crucial to clearer articulation of
loager term RTPC research needs.

B. The SARSA Research Methodology

The methodology employed in the Kutus area study is based on SARSA's Rural-
Urban Exchbange (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-
meut 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
excharges related to farm household expenditures. In the first instance,
income is generated by marketing agricultural commodities. That income is
multiplied into addicional 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 mulriplied still further when it is "respent" locally on
inputs to town-based activities and oin 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 lucal income multiplication effects associated with them;
(b) analysis of the data for indications of potential interventions to
strengthen local income generation in the tliree 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 adapts
the basic methodology to a particular rural area hy concentrating field
research on the rural-urbun exchanges and income multiplication esfects linked
to key commodity systems in the region. Under the RUE framework, the term
"commodity system" refers to thie 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.

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



4

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
businesses, institutions, officials, and others in the Kutus area. Data
relating to the three key commodities and the region as a whole were also
collected from various sources in Nairobi. Information collected included
primary statistical information, secondary statistical information, anecdotal
information, previous studies, subjective evaluations, and documentation of
policies and procedvures.

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 systems of incentives and responses.
Information on the systems of economic incentives and responses included basic
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 transactiocn in each of the commodity systems. Data
on the larger socioeconomic and administrative environment included information
on family structure and household member roles, infrastructure, technologies
and production methods, other sources of household income, finance and invest-
ment, institutional arrangements and procedures. relatced macropolicies, final
market characteristics, and the like. This information was organized so as to
provide an account of each of the key commodity systems, with special attention
to their spatial manifestations and rural-urban exchange characteristics.

"Horizontal" analysis -- that is, analysis of each key cormodity system in turn
—— was then undertaken to devalop economic indicators of potential intervention
opportunities for each commodity system at various points in the Kutus area.
Examples of such indicators are low productivity, low producer prices, high
inpur costs, high price margins to the diszadventage of the local economy, and
low income multiplication effects. Information on the larger socioeconomic and
administrative environment was analyzed to explain these indicators and to
develop initial ideas about possible interventions that would yield increased
returns to farmers, increased nonfarm value added in association with the
commodity, exranded trade between farms and towns, and/or increased local
income mult.plication effects.

This was followed by "vertical” analysis, in which initial findings for each
commodity system were compared among commodity systems. The aim of this exer-
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
all three commodity systems and on associated income multiplication in Kutus
town and the surrounding area. Though not required in the workplan, the
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 with 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-urvan relations and
comparisons. While the information presented generally is not integral to the
analytic aspects of the study, it does constitute a significant compcnent of
the "baseline” information requested by the Government of Kenya. Information
in Chapter II 1is also important to a full appreciation of the more limited
scope presentations in subsequent chapters.

Chapter IIl cuntuins discussions of the marketing and input supply aspects of
the coffee ws.ze, and tomato cemmodity systems in the study area. These are
followed bv « conclusions section that summarizes indications of economic
growth opportunities inherent in operations of the thrse the commodily systems.

Chapter IV focuses in greater detail on the statistical expressions of rural-
urban exchany: and income multiplication associated w-th rhe three commcdity

systems, b:: «idresses as well rural-urban exchange and 1income multiplication
associated w:itrn consumption expenditures in the study area. These are then
combined in ¢ summary section that examines the rural-urban exchange and income

multiplicat:on effects in particular on the Kutus town economy, followed by
conclusions regarding opportunities for economic growth in the study area.

Chapter V supgescs 16 possible interventions to improve rural-urban exchange,
swiengthen the role wt Kutus as a rural center, and accelerate economic growth
in the Kutus area. based on mzterial in the previous chapters. These are
grouped by physical capital, institutional capital, and policy and procedure.

Chapter VI sets out lessons for rural-urban balance and the RTPC Programme
derived from 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.
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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 Xutus and its hinterland.

The reader intzrested 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" information requested by the Government of Kenva.
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

Kutus town is loczted 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
Kirinyaga County Council jn 1985/86. In three of the past six years vrhe coun-
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 1087. 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 mar ket
supervision. Table 2.1 summarizes income and expenditure for the Kerugoya/
Kutus Town Jovacil 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
development, especially in Kutus town. It has created a new commercial area
about a kilometer on the other side of the main road from the old market, and
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
division level, a Chief at the location level, and an Assistant Chief at




Table 2.1

KIRINYAGA COUNTY COUNCIL AND KERUGOYA/KUTUS TOWN COUNCIL
INCOME AND EXPENDITURES 1985/86

11

(in Kenya Pounds)

Budget Estimates 1985/6

. Department K.C.C. K.K.T.C.
Income Fxvenditure 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
l.and rates,
plot rent  208G0 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
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sub-location level. These administrative heads are also the chairmen of devel-

opment commit:tees 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
local community and business organizations. They are expected to meet regu-
larly to make local policy decisions and coordinate implementation of local
development projects. The DDC and its sub-committees, for exemple, decide on
allocations of district grants, funds. loans, tenders, and licenses.

In practice, only the DDC has been fully active. Development committees at
other levels are not yet effectively operational, and chief's meevings, called
"barazas," at which people are informed of decisions from higher levels and
jocal matters are debated, remain the main form of local participation.

PRINCIPAL PARASTATALS

The National Cereal and Produce Board (WCPB), with district headquarters and
depot in Sagana, 1is responsible for marketing maize, beans, and other crops
from the study area other than what is sold for local family consumption.
Traders purchase and sell these commodities as agents of the parastatal.
Procedures associated with the NCPB are discussed in the following chapter.

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.,

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

OTHER INSTITUTIONS

There is a wide variety of other institutions and organizations that play
economic development roles in the study area. These include committees of
local business people and artisans, women's groups, self-help (Harambee)
groups, church based organizations, school committees, producer cooperatives,
technical schools, and private ventures. A few of the more prominent among
them are mentioned below.

The Kirinyaga District Coffee Cooperative Union (Union) is made up of local
coffee societies, each of which incorporates several coffee factories. The
five coffee societies in the study area account for 35 coffee factories. Each
coffee factory services coffee farmers in its irmediate vicinity. It is
through the union, with headquarters in Kerugoya and warehcuse in Sagana, that
coffee is collected, initially processed, and delivered to the Coffee Board of
Kenya depot in Sagana. The union also supplies production inputs and credit to
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
union. It has recently established a store supplying farm inpute in Kerugoya,
and some farmers in the study area have begun to purchase supplies there.
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There are four financial institutions in addition fto 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 cea 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 institute 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.Z.

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 shous 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 HH at present location
0-2 years 35% 17
3-10 years 287 127
11-20 years 8% 147
21-50 years 26% 51%
cver 50 years 5% 227
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
18 years or older 1.2 ratio 1.0
Average age of head of HH 36 years 52
Study area/Kenya proportion in age groups
0-14 years 0.8 ratio 0.8
15-45 years 1.2 ratio 1.2
over 45 years 0.7 ratio 0.7
Average age 19 years 23
Level of schooling completed
by people 18 years or older
none 147 25%
standard 1-4 147 162
standard 5-8 427 322
form 1-4 297 232

form 5-6 1% 42

ratio
ratio

years
ratio
ratio

ratio

years



15

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 cacegories reveals that on the farms younger women
outnumber younger men, while in Kutus adult women outnumber adult men,

Heeds of households are substantially younger in Kutus than in the surrounding
arez. This reinforces other indications that the farming portion of the popu-
lation is largely associated with households long estahlished 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 opportuniries. -

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 sccondary 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 hcusehold 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 ore
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 Emplovment Wage Employment
Percent of Avg. Ann Percent of Avg. Ann
Houscholds FEarnings of Households Earnings of
Sector Location With Hember HH From With Member HH From
of Work of Work Werking Work (XSh.) Working Work (KSh.)
Farming Kutus 0 v 0 0
Rurai 19 5,075 15 3,982
Qutside 13 8,142 0 0
Industry Kutus 4 15,750 4 10,800
Rural 0 0 0 0
Qutside 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
Qutside 6 6,000 0 0

——

Examples of activities in the various categories are:

Kutus
Industry: cowmill, cart manufacture, artisanal.
Commerce: r~-:ail 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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Few people leave che study area daily for wage work. Data frcm the sample show
that those whe work in the rural portion of the study area are wage workers in
farming, as opposed to other rural activities. However, it is kaown 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 beoth
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 ma jor income source for Kutus households, a
finding nct surprising for a smzll 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 activ-
ity for Kutus residenrs, bt apparently for reasons other than maximizing cur-
rent cash incone,

On the whole, it appears to pay Kutus residents to do business and work in
Kutus and the immediate vicinity to a surprising extent ir light of the proxim-
ity 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 rarming,

With respect to nonfarm self-employment earnings, farm households are diver-
sified 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 kighest levels of earnings of any
activity inside or outside the study area,

Wage employment among farm households in the study area shows a differant
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 vage employment is not counted. The lovest wage
earnings are derived from farming in the study area, followed by industry in
Kutus, then by rural industry in the study area. 1In short, Kutus is not par-
ticularly attractive as a source of wage employment for farm households; to the
extent that it does serve as a source of such employment, the highest propor-
tions worl 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 wWork (KSh.)
Farming Kutus 0 0 0 0
Rural 100 6,608 5 2,820
Qutside 8 5,427 0 0
Industry Kutus 0 0 1 8,400
Rural 10 14,266 2 11,760
Outside 2 22,200 4 15,090
Commerce Kutus 11 48,900 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
Qutside 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 hcuscholds with economic bases concentrated
in Kutus suggests that, in effect, the economic power of Lhe rural market comes
to Kutus.

These findings are supported by Table 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. Overall,
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 ma jor 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 entreprencurial activities.
Second, the commercial sector in Kutus in particular is clcsely 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, vielding 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 4] 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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AVERAGE ANNUAL HOUSEHOLD INCOME IN THE STUDY AREA,

Type of
Income

KUTUS HOUSEHOLDS
Self Employment
Town Business
Farming
Wage Employment
Remittances
Total Kutus
Per HH
Per capita

FARM HOUSEHOLDS
Self Employment
Town Business
Rural Business
Farming
Wage Employment
Remittances
Total Farm
Per HH
Per capita

Total Kutus and Farms in the Study Area

Per HH
Per capita

BY TYPE AND LOCATION OF SOURCE, 1987
(in KSh.)

Location of Source of Income
Kutus Rural Qutside Total
39,055 979 3,860 43,876
39,055 0 2,764 41,801

0 979 1,096 2,075
2,919 613 223 3,755
40 217 359 616
42,014 1,809 4,424 48,247
13,075

6,617 8,311 4,159 19,078
6,617 0 3,719 10, 336
0 1,703 0 1,703

0 6,608 440 7,048
1,223 2,533 4,980 8,736
30 242 188 460
3,379

7,870 11,086 9,327 28,283
3,379

32,721

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 vear 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 reveals 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) (%)
Crop .
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 4+

# 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 10Z 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 37 e
1.50 - 2.49 47 Ak
2.50 - 3.49 137 3RS
3.50 - 4.49 77, HHtite it
4,50 - 5.49 147 #3HER B
5.50 6.49 147 HHHEEREEHBHEHE
6.50 - 7.49 127 #BtRERHER
7.50 - §.49 57 ¥
8.50 - 9.49 47
9.50 - 10.49 5% “HtiHtit
10.50 - 11.49 37w
11.50 - 12.49 17 #
12.50 - 13.49 27w
13.50 - 14.49 47 et
14,50 - 15.49 S7 R
15.50 - 16.49 17 #
16.50 - 17.49 17 #
19.50 - 20.49 17 #
21.50 - 22.49 17 #
29,50 - 30.49 17 #
32.50 - 33.49 17 *
44,50 - 45,49 17 *
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Table 2.9
ANNUAL GROSS FARMING EARNINGS PER FARM HOUSEHOLD,
BY SIZE AND EQUIPMENT HOLDINGS, 1987
(ir 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 15,5618 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 mediun 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, teachers, 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 Iil 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 Cofice 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
Emplovees *  Wage #* Startup Cap/Labor Profit ##
Full Part Rate Capital Ratio Per Worker
Sector Time Time  (KSh.) (KSh.) (KSh.) (KSh.)
Industry 1.2  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
often referred to as the informal sector. Table 2.12 shows percentage distri-
sytion of Kutus businesses by employee size class. This table covers all
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 S workers from among the
total of businesses.

Table 2.13 shows percentage distributiou of all Kutus businesses by year of
start-up. Half of all businesses vere 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 vwbre started since 1970, and no
present transportation businesses were known in Kutus before that time. The
evidence is not conclusive, since data on business failures and growth of
individual businesses are unavailable, but the figures suggest a local economy
that has had a measure of strength for some time and has become especially
spirited, with some acceleration in growth of numbers of both small and large
businesses, in receut years.

What the casual observer passing through Kutus on the Sagana-Embu road will not
notice is the new commercial area located near the main residential district of
Kutus one kilometer down an unpaved road to the south. Of the 377 Kutus enter-
prises operating out of fixed places of business, 92 are located in this area
or in the nearby residential area. The.northern and southern commercial areas
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 te be larger in terms of number of
employees, probably owing to a shortage of expansion space in the older area.
Cemmercial activities, however, tend to be smaller in the southern area--kiosks
rather than shops--though a number of larger shops stand unopened. There is
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 >S5  Total
Fixed Places of
Business (FPB):
Industry

%Z 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
Z 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
Z of services 31.0 24.0 10.0 13.0 3.0 0.0 17.0 100.0
All FPB
Z of total 17.5 12.5 9.0 8.0 1.5 0.5 8.0 57.0
%Z of FPB 30.5 22.0 16.0 14.0 2.5 1.0 14.0 100.0
Open Air Market (0AM)
Z of total 24,5 5.0 4.5 1.5 0.0 0.0 0.0 35.5
Z of 0aM 9.0 14.0 12.5 4.0 0.0 0.0 N.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
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 ir Fixed Businesses in Transpor-
Place of Business Open Air Market tation
Year Z of % of Z of % of &% of %Zof Total
Started Total FPB Total OAM Total Trans
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 solid
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. [t 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, cconomies of agglomeration, and perhaps the
greater social opportunities 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 residential area in
particular or for which space is more important 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 tiie new commercial area is properly served with utilities and convenient
access, and if certain improvemenrs 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 hy the turn of the
century.
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ITI. 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. Coffsee was
selected because it is the dominant cash crop in the area, grown by nearly

9 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 leurned 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 crop is 79 percent commercialized and provides the fourth
highest level of cash income among all cronps to farmers in the study area.
Tomatoes are representative ¢f 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. SO per year. Poor roads increase the cost of coffee delivery for the
farmer although 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 afterncon., 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 frcm 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 ccffee. 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
expenditures. Some expenditure is tied directly to the coffee cooperative
through the credit services it offers. The society extends credit to the farmer
btased 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 transportaiion of ccffee, and when enough coffee has accumulated at the
factory level a movement perwmit is obtained from the district offices in
Kerugoya and coffee is delivered. Poor road conditions sometimes hamper the
ability of societies to collect 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 ccffee 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 percent.
Societies receive on the order of 10 percent of the gross revenues from coffee.

Societies use their coffee revenue fcr 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 8] percent of the coffee pesticides were pur-
chased in the region. Sixty-nire 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 coonerarive. On the cother hand,
small capital goods such as pangas, 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
Fertilizer 523 94.3 493
Herbicide 58 87.9 51
Pesticide 466 80.9 377
Storage 0 0.0 0
Sacks/Ropes 79 87.8 69
Animal Rent 216 100.0 216
Fuel 34 100.0 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
Mkt. Trans. Lb 100.0 44
Other 9 100.0 9
3,583 82.3 2,947

Revenue 19,402

or distributors. Private traders in Kutus are supplied by outside distributors
and sell to other traders in the region as well as directly to farmers.

The union places orders for inputs with its domestic 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 routinesy
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 and 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 €or 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. This they do immediately upon the stock'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 Kegion. 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 only 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
comparable yoods, as they buy in smaller quantities from distributors and take
a profit of perhaps twenty percent or higher. In general, private traders do
not offer as wide a range of coffee inputs to farmers as the cooperative does,
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-
trolled price undercuts their margin to an extent that makes it unprofitable.
Their supply of some chemicals and hardwares on the other hand is known to be
more dependable, and furmers more frequently buy such goods from private
traders, both inside and outside the region.

Although low prices are of course valued by faruers, 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.

Town input suppliers use their revenues to purchase inputs to their production.
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 much higher regional input. About 80 percent of total
labor and 75 percent of maintenance services is supplied from the Kutus Region.
Input suppliers make only about seven percent of their total expenditure in the
region. Most of the profits of input suppliers, however accrue to people who
reside in the region, as cver 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,
farmers "hire" 4.68 family members to work on their own farms. Farmers also
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 produvztion.

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.
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B. Maize

Maize is che 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 averuge 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 4l 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 a:t least
some of the crop earus 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 Sagana.

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. Impas-
sable 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, bhut hover around one
shilling per tin.
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Table 3.2

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

Category Avg. Exp. % Purch In Amt. In
Permits 192 0 0
Maintenance 2,381 74 1,762
Fuel 2,000 100 2,000
Transport 393 100 393
Water 79 100 79
Electricity 179 0 0
Raw Materials 32 75 24
Commodities 86,643 0.4 347
Rent 374 97 363
F.T. Laboer 2,964 78 2,312
P.T. Labor 51 100 51
Equipment 3,296 0 0
Total 98, 584 7.4 7,331
Total Sales 146,029

Open air market traders will sell to store traders if stocks accumulate to a
sufficient level and consumer demand is low. This they are encouraged to do by
store traders, who add a bit to the price that they normaily 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 trzders 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
significance, and it is largely retained by people in the study region. The
vast majority of open air market maize traders interviewed in our sample come
from the Kutus area.

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
market. Farmers usually bring maize to the store, though occasionally store
traders send agents out to farms for collection. Farmers receive a better
price from store traders tnan they do in the open air market. At the time

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

90 kilogram bag.
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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
carital services. Table 3.4 shows average expenditures for a sample of store
traders. The vast 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 reygion, so profits accrue to local residents.

INPUT SUPPLY

The major inpurs to maize production include maize seed, fertilizers, pesti-
cides, tools, aquipment, and labor. As with coffee, the majority of inputs is
purchased insid2> 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, howev., .  and the table probably reflects input expenditures for pro-
ducing maize reasonably well,

As with coffee, maize inputs are obtained through both the coffee cooperative
and private traders. Purchase of inputs from the cooperative is limited
restricted to coffee growing members. 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 (Kth.)

Category Avg. Exp. % Purch In Amt. In
Permits/Lic. 21 0 0
Maintenance )] 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. Z 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



43

Table 3.5

AVERAGE ANNUAL MAIZE GROWER INPUT EXPENDITURES (KSh.)
Category Avg. Amt. %Z 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 26.9 188
Tools 21 100.0 21
Equipment 121 69.4 84
Input Transport 6 100.0 6
Mkt. Transport 26 100.0 26
Orher 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 regicn 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 the 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 in 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 vyear.

The latter price is received by farmers during the off-season for tomatoes that
are grown under irrigation. Irrigacion technologies in the study region are
sinple, involving the use of watering centainers or in some cases water pumps.
Easy access to a river or stream is a necessity for pump technology. Rivers
and streams are espacially plentiful in the northeast section of the study
area.

Upen 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
jin Table 3.6. What little expenditure there is, is made in the study region.
All open n~ir market traders interviewed in the sample were from the Kutus
Region; tlus, 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 distance 'raders, usuzlly only on market days. Farmers receive better
prices from iung 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.)
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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 fcr 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
Pernmits 48 0 0
Maintcnance 32 0 0
Fuel 0 0 0
Transport 2,840 0 0
Water 0 0 0
Electricity 0 0 0
Raw Material 0 0 0
Commodities 5,500 100 5,500
Rent 0 0 0
F.T. Labor 0 0 0
P.T. Labor 560 100 560
Equipment 5 0 0
Total 8,985 67 6,060
Sales 11,000

D. Conclusions

On the wiole, agriculture in the study region, as reflected in coffee, maize,
and tomatoes, 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 2rea. These are summarized below.

MARKET ING

Productivity in co.fee production is limited by payment delays from the union
to the soci-tias. UL-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 tu maize
store traders from NCPB. Payment delays inhibit store traders from purchasing
maize “rom 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
Mkt. 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 producer 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 aiso 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 regicn, 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
addressing this problem should focus on the eastern portion of the study area.

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 completaly unavailable
to farmers for a pericd of time. Sometimes when the ordered stock of inputs is
delayed the union is able to purchase stocks locally, albeit in smaller
quantities and at higher prices that are passed on to farmers. Since supply of
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
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 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 columns 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
Counry 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" accruzl 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), and
the coffee societies. For maize, gross revenue refers to a veighted 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.

MARKETING

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 con..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
functicn 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 lictle 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



53

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 GF GROSS REVENUE FROM MA1ZE
MARKETING AND PRODUCTION*
Total Inside Urban Rural Outside
Share Share Share Share Share
Gross Revenue 100
Trader Margin 18.35
Permit 0.34 0.00 0.00 0.00 0.34
Maint/Fuel/Transp 2.06 1.54 1.19 0.35 0.52
Water & Elec 0.04 0.00 0.00 0.00 0.04
Raw Mat 0.00 0.00 0.00 0.00 0.00
Rent 0.69 0.30 C.18 0.12 0.39
Equip 0.17 0.05 0.04 0.01 0.12
Paid Labor 0.15 0.13 0.03 0.10 0.02
Total Mkting 3.45 2.02 1.44 0.58 1.43
Net Rev 14.90 12.07 7.15 4,92 2.83
Producer Price 81.65
Curren: Inputs 9.28 2.10 0.85 1.25 7.18
Farm Expenses 2.08 0.80 0.27 0.52 1.28
Transport 0.76 0.57 0.44 0.13 0.19
Tools & Equipment 3.36 1.16 0.81 0.35 2.20
Paid Labor 10.56 8.24 3,28 4,96 2.32
Total Inputs 26.04 12.87 5.65 7.21 13.17
Net Rev 55.61 55.61 2.78 52.83 0.00
Totals 100.00 100.00 82,57 17.02 65.54 17.43

* 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 PRODUCTIOQNt
Total Inside Urban Rural OQutside
Share Share Share Share Share
Gross Revenue 100
Trader Margin 15
Permit 0.45 0.00 0.00 0.00 0.45
Maint/Fuel/Transp 1.95 0.00 0.00 0.00 1.95
Water & Elec 0.00 0.00 0.00 0.00 0.00
Raw Mat 0.00 0.00 0.00 0.00 0.00
Rent 0.00 0.60 0.00 0.00 0.00
Equip 0.00 0.00 0.00 0.00 0.00
Paid Labor 2.40 1.32 0.53 0.79 1.08
Totel 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 85
Current Inputs 10.91 3.58 2.31 1.26 7.33
Farm Expenses 2.49 0.94 0.34 0.60 1.56
Transport 2.73 2.05 1.57 0.47 0.68
Tools & Equipment 3.91 1.35 0.97 0.40 2.55
Paid Labor 0.00 0.00 0.00 0.00 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
grnss revenues is 3.3 percent for coffee, 14.09 percent for maize, and 7.358
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 tigure for coffee cnly 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 1Inside Z of Total Inside % of Total Inside % of
Share Share Tot Share Share Tot Share Share Tot

Mkt 13.50 3.30 26 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 10G.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 exp2nditures 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 production 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 and
the value that accrues inside and 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 miniwal 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 consumer
expendables, 15.51 percent compared to 11.07 parcent 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 as 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 tlhe 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 Gross Gross
Revenue Inside Outside
Cofiee 84,401,388 68,061,279 16,340,109
Maize 7,836,237 6,469,598 1,366,639
Tomatoes 3,942,260 3,171,942 770,318
Totals 96,179,885 77,702,819 18,477,066
Table 4.6
PERCENTAGE DISTRIBUTION OF TOTAL CONSUMPTION
BY FARM HOUSEHOLDS
(Cash Purchases Only)
Item Total Inside Urban Rural QOutside
Share Share Share Share Share
Food 47.61 31.42 8.80 22.62 16.19
Clothes & Footwear 5.22 1.72 1.12 0.60 3.50
Consumer Expendables 11.07 5.16 3.61 1.55 5.92
Housing 1.20 1.03 0.87 0.16 0.17
Transport 3.99 2.99 2.30 0.69 1.00
Consumer Durables 2.39 0.57 0.40 0.17 1.81
Education and Health 19.99 9.99 6.00 4.00 10.00
Personal Services 1.45 1.45 0.00 1.45 0.00
Social Obligations 7.08 4.60 1.15 3.44 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)
Item Total Inside Urban Rural Qutside
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
Housing 8.23 3.60 2.16 1.44 4.63
Transport 4.33 3.24 2.50 0.74 1.08
Consumer Durables 3.74 0.60 0.42 0.18 3.14
Education and Health 5.35 2.67 1.66 1.01 2.68
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 1Lnside & 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
Education and Health 19.99 9.99 S0 5.35 2.67 50
Personal Services 1.45 1.45 100 0.54 0.54 100
Social Obligations 7.08 4.60 65 3.88 0.90 23

Totals 100.00 58.93 100.00 57.60
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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 payments 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 prcfit. 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 85,320,369 50,285,916 35,034,453
Town HH 21,957,886 12,647,556 9,310,330
Totals 107,278,255 62,933,472 44,344,783
Table 4,10

SUMMARY OF TOTAL AND URBAN SHARES OF GROSS REVENUES
FROM COFFEE, MAIZE, AND TOMATOES

Coffee Maize Tomato

Total Urban % of Total Urban 2 of Total Ucban 2

Share Share Total Share Share Total Share Share Total

of

Mkt 13.50 1.69 13 3.45 1.44 42 4.80 0.53
Nt Rev 0.00 0.00 0 14.90 7.15 48 10.20 3.64
Prod 16.63 3.26 20 26.04 5.65 22 20.04 5.19
Nt Rev 69.87 2.10 3 55.61 2.78 5 64.96 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 Kutus 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 KEVENUE 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 3.6l 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 towa
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 live 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 7% of Total Urban 7 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
Per<onal Services 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 chat 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 househoids 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 comparaiively 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 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 merely to
shifting benefits from local traders to local farmers. But improved producer
prices are iikely 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 generate< 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, govern.ent policy, and related matters pertinent to specific

recommendations was beyond the scope of the research effort. These suggestions

are offured for further consideration and study by the government, local
authorities and nther instirutions, donors, and citizens in their efforts to
promote rvural-urban balance in the Xutus area and elsewhere in Kenya.

Since the supporting material for these suggestions appears in the previous
chapiers, the potential interventions are presented below in cursory form.

A. Physical Capital

1. Market Infrastructure

Market infrastructure refors to the array of possible basic economic
infrastcructure 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 merket; 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 hsve 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
locsers. Second, cost recovery and revenue generation considerations
should be given careful attention, so that the public 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. Coffes Input Supply Depot

Farmers require more dependable input supply, as discussed at length in
previous chapcers. 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 to 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 commercially 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 losses
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 irrigationm.

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 fcr 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 abound for the revolving loan fund and related
approaches to fostering small enterprise, including many in Kenya. Small
and micro-entrepreneuars 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 nonprofi. 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 ant¢ Procedure

11.

12'

13‘
14.
15.

16.

There follow references to six potential interventions related to opera-
tional procecdures 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 2conomy 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.

Relax/Remove Price and Marketing Controls on Maize

Eliminate !'CPB Payment Delays to Traders or Shift Incidence of Delay to
the Public Sector

Relax/Remove Agricultural Input Price Controls
Streamline Procedures for Agricultural Input Importation
Expedite Coffee Union Tendering/Ordering of Farm Inputs

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-visions a virtuous circle, or mutually reinforcing set of exchanges, betwern
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 raising 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
ferm 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 prouuctivity.

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 from private traders in Kutus town, but for pesticides and fertilizer
tiiley 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

prefitable 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 prcduce, while a high proportion suggests
that the marketing system is working effectively.

Table 6.2 shows there is a marked difference among the five ma jor 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 extreme 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 mav be impeding sales. In between these two
Fxtremes 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 RTPC 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 ma jor local commodities. This
is because ccffie 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 Kutus tosn. If coffee is left aside, how-
ever, a radically different picture emerges, in which 100 percent of tomatoes,
nearly all the maize and beans, and three-quarters of banenas are marketed
through Kutus. For these commodities the local town does indeed play a major
role as a market center.

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 wnusually active. To a large extent, this would seem to be
due to its favorable locaticn as a collection and exchange point at the con-
fluence of three producing regions to the west, east, and sovth 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

2 Farmers No. Purchases Yearly by Surveys, Farm HHs
Item using input Town Coop KGGCU  OQutside Home
Fertilizer 64.072 12 109 5 1 0
Pesticide 78.07% 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 OQutside
Commodity Unit Outfut sold sold KSh.(000) trader HH society region

am

Coffee kgs 237470 237470 100.0% 1862 .0% .02 99.97 A
Maize bags 2150 881 41.0% 156 95.72 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% 02  5.4%
Bananas bunch 1170 604 51.6% 40 75.0%2 25.0% .0% 0%

Total: 2242  15.8% .72 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
second, how these shares change as income levels rise. This indicates to what
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 presented in Table 6.3.

At the aggregate level, income from agriculture appears to represent a surpris-
ingly small fraction of total farm househcld 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. Another’ third comes from wage
labor, one quarter from town husinesses 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
earnings, a not uncommon situation where the primary purpose of farming is to
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 c¢f 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 researchers 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



Table 6.3

FARM HOUSEHOLD INCOME BY SOURCE AND QUINTILES

Amount (KSh) per capita per year:

Income quintiles

Source 1 2 3 4 5 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% 47.67 47,57 n.a. 32.5%
Farm-based nonfarm 5.62 5.02 7.17 7.52 n.a. 5.82
Town business 27.3% 29,47 4,17 11.27% n.a,. 26.37%
Wage labor 30.6% 30.7% 40,57 30.1% n.a. 33.57%
Remittances 1.9% 1.97 .82 3.7% n.a. 2.07
Total: (KSh./yr) 100.0Z 100.07 100.0% 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 S 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 100.0Z¢ 100.0Z 100.0% 100.0%Z 100.0% 100,0%
Farm-based nonfarm 22,72 4,52 13.67 9.1% 0% 10.0%
Town business 45,572 40.97% 9.1% 9.1% .0% 20.9%
Wage labor 72.7% 50.0% 45,57 36.47 4.5% 41.87%
Remittances 77.3% 50.0% 31.8% 50.0% 63.67% 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
sold. Many of these decisions reflect the farmer's assessment of the risks
involved. For farmers who depend almost entirely on farming as a source of
income, and more importantly as a means of feeding their families, the risk is
high; but for those with alternative sources of income, the risks are lower.

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
it possible for farmers to raise their productivity in agriculture. Alterna-
tive sources of earnings provide a form of insurance to farmers, in the event
that returns on their investment in agriculture are less than anticipated, or
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
small towns. This assumes firstly that rural households create demand for
urban goods and services, and secondly that small towns can meet much of the
demand from rural households. Whether this is so or not depends on the extent
to which consumer spending by rural households is captured by the small town or
leap-frogs over it to other towns nearby or larger regional centers farther
away, places that can offer a wider range of goods, possibly at lower prices.
To answer these questions, household respondents were asked what they pur-
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,
and oucside the study region. One interpretation of the results of this analy-
sis was presented earlier in Chapter IV. A different version of the same basic
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
way expected. The demand is not so much for items manufactured in urban areas,
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
shops selling food items, from people employed in teaching and medical ser-
vices, and from transport services. A relatively small part comes from
retailing of consumer expendables, shoes and clothing, some part of which is
made in Kutus town.
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Looking at the assumption that demand from rural households can be met by the
sma)l 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 shopping in Kutus itself, which is somewhat
surprising, given the number of other towns with comparable or superior ameni-
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
shillings, goes back to the rural area itself. This shows that Kutus is not
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
in Table 6.6. '

Several features stand out from Table 6.5. First, three items dominate con-
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 substitution 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.



80

Table 6.4

DISTRIBUTION OF CONSUMER SPENDING BY FARM HOUSEHOLDS

Average annual spending per household, (KSh.):

Average Outside Within ~- 0f which -~
Category per HH region region Town Rural
Food 8973 3051 5922 1658 4264
Shoes & clothing 983 659 324 211 113
Expendables 2087 1115 972 680 292
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
Services 274 0 274 0 274
Obligations 1334 467 867 217 650.
Total: 18847 7738 11109 4570 6539
Percentages:

Average OQOutside Within -- O0f which --
Category per HH region region Town Rural
Food 8973 34,07 66.0% 28.07 72.07%
Shoes & clothing 983 67.07% 33.0% 65.1% 34.97%
Expendables 2087 53.4% 46.6% 70.0% 30.07%
Housing 227 14.12 85.9% 84.17 15.9%
Transport 752 25.0% 75.0% 77.0% 23.0%
Durables 450 76.0% 24,07 70.47% 29.67%
Ed & health 3767 50.0% 50.0% 60.0% 40.0%
Services 274 .0% 100.0% .0% 100,07
Obligations 1334 35.0% 65.0% 25.0% 75.0%

Total: 18847 41.1% 58.9% 41.17% 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 39.3
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 sha.: 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 husinesses 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 manuf:-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
correct. Table 6.7 shows that on average, the number of full time equivalent
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 tour times higher than
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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% 417 507% 537% 467 477
Expendables 1072 107 157 147 167 117
Transport 42 6% 47 S 6% 5%
Shoes & clothing 4z 77 7% 7% 7% 57
Ed & health 217 247 167 15% 197% 207
Durables 3Z 17 22 3% 2% 27
Services 27 17 17 0% 0% 17
Obligations RZ 9% 47 3% 37 7%
Total: 1007 1007 1007, 1007 1007 1003
Monthly amount 5642 2594 1666 1170 686 2351

per capita (KSh.)

Table 5,6

DISTRIBUTION OF FINAL DEMAND FROM RURAL HOUSEHOLDS BY SPENDING LEVEL.

Average (utside --—— Within region -w——e--
Category per HH region Total: Town Rural
Lower 686 42.9% 57.1% 44,87 55.2%
Lower middle 1170 42.4% 57.6% 41.8% 58.2%
Middle 1666 41.92 58.17% 41.27% 58.8%
Upper middle 2594 41.872 58.27% 42.67 57.47
Upper 5642 40.77% 59.37% 39.3% 60.7%
All households 2351 41.17 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 39.3
perceat for the richest. Spending on focd 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 prrsonal scrvices (domestic servants) that
primarily benefits the rural areas. Hence, a significant share of spending by
farm households in the study ared 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, femily-
owned enterprises with few workers requiring limited amounts of capital and
minimal entrepreneurial and management skills. It is alse 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 nct 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
correct. Table 6.7 shows that on average, the number of full time equivalent
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 ic 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 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 fcr 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
Numbe: of cases 42 25 24 91
Full-time paid workers 1.29 1.24 1.25 1.26
Full-time unpaid workers .24 .2 .17 .21
Part-time paid workers .57 1.64 .79 .92
Part-time unpaid workers .05 .12 .08 .08
Total full time equivalent workers 1.84 2.32 1.86 1.97
Median wage rate (KSh./month) 480 542 450 439
Median start-up capital (KSh.) 5000 1000 1395 2496
Median capital/worker (KSh./worker) 6250 5188 8025 6396
Median profit/worker (KSh./worker/month) 1792 406 588 719

industry, which is one reason perhaps why this sector attracts so many
businesses.

7. Growing business activity in small towns generatces 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 s that economic growth in the town also helps to
raise incomes among rural households. This can take place in thres ways:
through demand for intermediate inputs to urban businesses from agriculture;
through demand frem 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 on 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 orher manufacturing rirms in the town itself. Some two-thirds of demand
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from Kutus businesses for local agricultural raw materialg comes from the
commercial sector, mainly for fresh food items, and one third from manufac-
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
region, of which nearly three-fifths accrues to the rural sector. As might be
expected, given the high proportion of total household spending that goes to
food, the greater part, or 80 percent, of urban demaad 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
owners. Based on data from the field survey, it is estimated that one-third of
all profits from town businesses and market trading accrues to owners living in
farm houscholds, and two-thirds of all wages paid by town businesses goes to
rural labor. If these shares seem high, it should be remembered that 90 per-
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 frem the
area, and draws rural migrants to the small town.

Ultimately, a key objective of rural-urban policy and the RTPC Programme is to
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
residence since birth. Of those that have moved, 95 percent were already
living previously within Kirinyaga District, and a mere 5 percent came from
elsewhere, or 2.7 percent of the whole sample. The vast majority of households
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 rezion 64283 157640 23599 245522 12.5%
Aoriculture 45869 87830 203 133902 6.87

Aericulture 7 34.3% 65.67 2% 1007

Tndustry 18414 69810 23396 111620 5.7%
Out.side the region 102440 1387210 222505 1712155 87.5%
Total: 166723 1544850 240104 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 QOutside --—-— Within region

Category per HH region Total: Town Rural Z 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 786 611 367 264 4,37
Transport 734 184 550 424 126 2.27%
Durables 634 533 101 71 30 .5%
Education & Health 907 454 453 281 172 3.02
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% 42,47 57.6% 41.5%2 58.5%
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A. Heads of rural households
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IN-MIGRATION TO THE KUTUS REGION

Previous

Residence Land Job Family Other Total %2 Total
Kirinyaga 53 0 3 0 56 94.97
Nyeri 0 1 0 0 1 1.7%
Embu 0 0 0 0 0 .07
Muranga 1 0 0 0 1 1.7%
Meru 0 0 0 0 0 .0%
Other 1 0 0 0 1 1.7%
Total moves: 55 1 3 0 59 53.6%
% moves: 93.27 1.7% 5.12 .0Z 100.07

No change 51 46.47
Total sample 110 100.0%
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 6.47
Embu 0 5 0 0 5 10.67%
Muranga 1 7 0 1 9 19.1%
Meru 0 3 0 0 3 6.47
Other 2 6 4 0 12 25.57
Total moves: 3 35 6 3 47 92.27%
2 moves: 6.42 74.57 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 towns 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 ma jor
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regional market for other agricultursl produce from its own hinterland and
further afield.

Second, the town raises sgricultural 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
production. Higher income farm households have substantial earnings from
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 opporrunities 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
growth of a wide range or small-scale nonfarm activities. Since 1975, the
number of town businesses - excluding market traders and transport activities -
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 thess activities is underlined by the small
number of employees, an average of 1.47 per business, and the relatively small
amounts of capital used to get started, generally under KSh. 10,000.

Three points need stressing, however. First, these nonfarm activities, par-
ticularly commercial 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
associatad with farm household revenues derived from coffee. Small towns,
therefore, zre 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-
mediate farm outputs: most of their inputs come directly or indirectly from
other firms in the manufacturing sector, chiefly outside the region. Thus,
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 cerrect.

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
Kutus households had moved into the town from some other place. More than a
third of the in-migrants previously lived elsewhere in Kirinyaga District, and
a little less than a half in surrounding districts, but more thar a quarter
have come frem more distant locations.

5. Price controls and associated procedures and regulations on certain agricul-
tural comrcdities generate effacts that run counter to the objectives of
rural-urban tolance.

A single fixed 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 taviet conditions, such policies effectively diminish farm household
incomes and serve to depress production, The movement and trading restrictions
that accompanv price controls also remove competitive trading incentives and
trade option: fer farmers. Expanded trading activity would likely reduce the
relatively large trader margins associated with maize, which were discussed in
Chapter IV, and incroase producer prices. In the case of the Kutus area,
traders whe noriclly bay produce for delivery to the NCPB are occasionally
forced to suzj purchases because of NCPB payment delays. Demand then
weakens and farmers are forced to sell at lower prices to small traders in the
marketplace who sell only for local consumption.

-

Thus, in the study area, the incentives of market opportunities are removed for
maize farmers on the one hand, and the benefits of a minimum price guarantee
for maize pr.:ucticn zre undermined on the other. Farm income and production,
rural-urban trude, and local income multiplication are all depressed, counter
to rural-urban bnlance objectives,

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

Improving access to 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 part to import restrictions and price controls on farm inputs that
limit supply «nd 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 smail towns, where no
cooperatives or cther government agencies are distributing controlled inputs,
availability is likely to be an even more serious problem.
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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
cannot be viable except by restricting small ones, it is an 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:

8. RTPCs should be located in areas with reasonably good agricultural
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.
Some 80 percent of revenues from farming are derived from coffee, representing
about 40 percent of total farm househ>1d income. Small towns serving rural
areas that benefit from strong dewand tor their produce from outside the regior
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-urdan balance.

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

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.
Good access is crucial if a small town is to serve as an effective market
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.

10. There 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
center.

Another part of the reason for the success of Kutus as a rural center is that
within a seven-kilometer radius is an area of relatively dense agricultural
production and a rural population that is nine times its own population. In
the nearby vicinity there are rural shopping centers, a town that is an
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 RTPCs, 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 ir 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 links 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 qrowth of nonfarm
businesses there, is partly due to the relatively gocd 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 accouuts 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
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improvements, including some in Sagana, institutional innovations, training,
financial services, and even policy reform beyond the scone 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 METHNDOLOGY
The formal survey instrument used in this study consists of four modules: farm
households, town households, town businesses, and market activities. The
survey instrument is contained in Appendix B. The scmpling 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 wnuld 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 subdivi-
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 beinpg 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 thzn one parcel, or owned by concerns living elsevhere. 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, thre= 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 leccation, 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 trensport operatcrs. 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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spend

Where
iwag the

ils the
titea

tregton

s ou 08 6 Be e AN =8 BT e Ss en

tproduced]
turchased:in Kutus|

R

]
!
Loan repayme-:
nt (personalll
House serv- H
ants [ for H
town HH onlyl!
Girétx/Harambee

ot ®e ve oo oa ve 3o se
~
.

]
H
!
!
H
L
i
!
H
H

a.
b.

Ce

where () wag purchagsed
within tutus region
outside kutus region (n
this district

els2where 10 Kenya
imported ’

much has the househoid spent on the following other cxpenses’tn the gast one sonth ?
a. Home maintenancs products |( da2tergents e.9 Ono, insecticides,

bromms etc.) e r——

eeeed FghVe

e——— Kah,.
L

Sa. INVENTORY OF DURABLE GOQDS;
a. b. c. ag. ..

|Does trhe ! Y/7i tE#uy- Where was |
thousehoid | M (How {ing Ilthe {tem |
Jrave the- ! tmany {priceipurchased |
{sa items | A tisp.decacsld
j-———————— R R | —=—==- jomm——————— ]
' 3 H ] ! [l
[] 1 1 H 1 1
] $ ! t H ]
Ii. Gaa st~} t ! H ]
] ove 1 H Rt AR = ]
2. Rofrig=-} 1 ! t []
ferators ! ! H H ]
13. Radios 1 $ [} t 1
] H H $ ! §
14. Fans H H 1 1 [
] t H ! H [
|S. Cameras! 1 H 1 i
] : H : ] ]
14. Televi-i 14 H H ]
§ ston set ! 1 1 ] []
(7. Eicycle! H ! t [
] 4 1 ] H ]
8. Motor I} : H H ]
f cycle H H 4 H [}
19. Cars/ H H t [
fothase ven-: H H H [ ]
licles 1 H ] H [}
f1v). Others: H H ] ]
I tsp.) H H 4 t ]
] : : ! H [}
[ % ']




(o} REM]TTANCESS EROM_HH _HEMPERS

SS. During the past 12 months has any mesber of thi

——
4. How much edney or money worth of goods ——— Ksh.

have you send in the past 12 months ?

a housshold sent ey
s.oney O gocds to any relatives and feiends living away ?2 1 Yas |

2. Nc 259 t———u!

—
%7. What is the relationship of the person who received the [ ] ] 8. bvhare does ths person
noney, to the head of household 7 1. husband/wi fe L live ?
2. chiild Flace Distance
3. other sp. seseasnse eesscesscns

1 _RECEIVED BY HH MEMPERS

=9. How smuch incosas did sermbers of your houschold get from reaittances ?

egecases esvseenscssas

a. b. c. d.
-ﬂ".‘l:..--t--------ﬂﬂ-.---.-.---:--‘-.-..H--‘S--S"---‘--'----.-
{iember of tHow much mcnayiWhat is the tWhere does the
thousehold {/money worth irelationship tperson who sent|
fwho has receiv-iaot JOOdEs wes {with the tremittonce stayl Relationships
led any remitta-—i received tperson who save 1 (SPadecnasccse [} 1. Father/mother
tnce during the 1§:cm relatives!the greatest ! ] 2. Prother/sister
lpass 12 months i/ieclends in tamount-. : ] 3. Son/daughter
[} tpast 12 mocnths: H 1 4, In-law
jrmmmmmme = HE ittt |mem—m— e i ] %. Gther (sf.)
it : H H i '
[] ! H 1 § . Where laresl
Ine H H : ] 1. sathin kutus ares
] t ! H ] 2. outside hutus area within this
1z H H H H district
] : $ : ] 3. CGutside this district in Kenya
1y, H : : 1
§S. ! 1 t [ ] 4. Outside Kenya
[ — }
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SECTION 33 FARM FRCODUCTION 1 1) LAND
$. During the past 12 months has this household worked farms or fields of lt_J own or rented ? e—————
Yes 1 No 2 > Saction 4 [ ]
———
2. How many hectares of land ( including that rented and on fallow) has the hcusshold
used during the past 12 monthg ? [Fill balow)
LAND OWNED BY THE HOUSEHOLD tindicate hectares or agres: 1 hectare = 2.47 acres)
a. b. C.- ) a.
r T b ¥ ]
] t Land that is nithin/}fn. of Kutus I Ltand ocutside Futus f Land owned elsewhere ]
1 1 7' i regqiron 1n thin distrct] (ocutside this district) []
L] Total ] f. 1i. ift. ti. ‘. i, 1 i. it. it ]
ILand owned ¢t Y v + 4 4
] ITotal s1:@ Oof | Size of that [Size of that!iSize ! Sice | Si:ce {Size | Size I Size ]
1 fthis owned 1 land which isfiland which {all)! titled! fallow (tall) ! titled ! ¢fallow |
] fland j titled or ad-lis fallow ] H - H ] H [ 1
( ! i Judicated ! i 1 - r i} ' 3 1
] + + + + : : $ H i ]
1lndrsiduallyd ] [ | H ! [} t 3 ]
1 i ] 1 1 : { ] ! H 1]
| e i [ el intabeit |I-—————————— = | Et® Rttt oo~ I-- : 4 []
tJointly 4 1 ! ] H H ] 1 $ [
] L ] ] 1 H ] 4 H [
[ 2. A y 3 A b 3 1‘
LAND RENTED BY THE HQUSEHOLD
a. b. c. d.
jTotal land $The sice of that iThe stze of that land I'te s1-e 0¢ that land ]
I rented fland wrthin t.a loutside tutus reqion lelsewnere outside [
] by jof Fulus 1 Iwithin this district Ithais distract {
{Household jtall ha.? ttall) ha. ttall) ha. t
f-mmm——m————- o= el ettt = tomm——— fmmm e ———— ] [
] [] tKsh. (Fallow | HLX 1: 18 Fallow ] []
] | B LDt T Rt R | ettt t————— et ] [}
[} ] ; : ! ! i § ]
] L] ! ! L} § ! L ]
Sice Price
3. Has this household leased out or rented out land e T —
during the past 12 months ? Within Kutus [ | ] 1
——— region i- -—1- - [}
Yes 1 No 2 >3 | [] Outsice Kutus 1 ] []
S region . 4. a




4.

&.

7.

9.

10.

12.

13.

Size Price
Have maenmbers of the nhousehold sold any land . -— v .
during the past 12 months ? Wwithin Kutus 1 ] ]
1¢ No 27 ’ region ] - e |
Dutside Kutus § | ] []
regiLon L - —d
For what purposns was the above land so0ld ?
a. land unproductive b. raise money for fees, home use ey
c. raise money to support faraing d. razse mcney for tawn business ] ]
e. dedtodness §. other (spcdececsevcccccee L ————

Where did the buyer come {vom % ¢ for lana within Vutug)
. di1fferent division zame district (tawn)
Other {(SPedacesces

1. came division {ruirral)
o, gaxe division (Townd

4,

.

%. difiarent divisicn sam@ district fr———3
(rural) 1 1
[ SRS |
Where is the parson who so0ld the land residing now ?
1. on the remaining land p————
2. on a iand of a relative e
3. on a new land elsewhare
&, 10 town {SP.d.cecccseccs
For how much could you szil land exactly like that r—
——d

used by your housenhoid during thae past 12
months ?-

Has any aember of your household bought land over the past 12 months ? yes 1 No 2>
Within : Outside Futus ! Outside
lutus area H in this district @ this district
- H : v
Size of land ] 1 ] []
bought ] t 1 l
--------------- i : : —
] i i 1
Price ¥ah. 1 ] : 1 ]
L H : —t
No 2

is the purchased land contiquous with a presently owned plot ? Yes

Has any member of your housahold tried to buy or lease land but was unable 7?7 Yes

Why was she/he unable to purchase the land ?
a. Land unavailable

b. Price was not affordable
c. Was too far from present ownaed land
d. Other (sp.)iceccccnesacs

1¢ the household l2aves some land faliow why does

1t

do so ?

a. snsufiicient labor c. to conserve quzlity
b. irsufitcient capital d. othaer (sp.leccccececn

11 1

Na 2 >13 |
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14, 3. b. c. d. e. : f. g. h. i. 3. ke BN L)
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JHa2 the I(Kas iHow iHow muchiKow muchifor how (How tHow muchlWhich tHhare iTo 1At iHow H
Imcabers ofithis (Imany | was tof [d) tsuch hasimuch oflof the lother iwas the !whom I(what lfar !
thousehold lgrown thict-:obtained harvest i(e) beani(d] wastharvest lcrop do icrop (elidid tlprice {dad H
fgrown the ! on tares/!iyiald) lhas beenisold ihept twas tyou usu-isold? {you 1did fyou !
jtollowing tland !quan-iduwring isold 1n ! {for ikept forially H {sell 1lyou ftravel?
lcrops dur—lwitinintt:ty Ithe pastithe past: thome iseeds lintercr-ifuse {the iselld ito !
iin3 the thutus twaw 12 mont-!12 mont-i icorsum-1 lop with § “where“isain 1( kg Iimale
'
!
!
1
t

lpast 12 iregionigrownihs trom ihs 1 iption 1! ithas { codes lpart 1., tthat ~
jmonths 2 (Y/N / jwithiniwithin ivolume vajue !
1t circla) 1YSN tlutusikutus i t *ah, ! ! tsold ietc) 1
] H tarea !rejion H H H ! H ) ] t

'-I---Il----------------- (volune) RSN STrISES ST T E A S S IR P I A R L TSI ST RIS S TSN AYTAESRERRE

icrop t above Iyocu ibags, lsale

11. coffea { 1
1

2. tea

. maize

14. tomatoes

15. beans

14. bananas!
]
7. cotton !
[ 1
18. tobaccol
] t
19. sugar
[] cane
110, French
[ beand
113. potat-
| es
$12. rice
]
113, fruit
] treos
114, peas ¢
] H
11S. veget-l
1
1

-
-t Gu B DS BE O GO GO G0 G4 G0 4B TG 06 OO Ce 06 44 Gv wu S0 00

| ables
14, wheat
117. Sorgh-t1
] um !
j18. Other !
] (sp.) |
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1
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1
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!
|
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Yo _whom_sold) a. local HW{ b. trader 1n town c. Co-op soclety d. crop board d. other (sp.) .....



16.

17.

19.

11

Whatl was (he matn scans of transpost you used to tranwport y
dur:ng the past 1I months 7 Heans of transport

Cofice teeesessressseceseseencasseves
Nace ceeseesrssesssccssensseraasneny
ioratoes J T T LR R R R

.Other cropc

tihich of the above crops would you like (31
to expand production ? Codass

Appro. total cost

our product to the market ?

H

2f{. Has your household bought sceds/seedlings during
What prevents ycu from expanding the past 12 months ? Yes t No 2 ——
production of the above Crops 2 22, 23 et
a. lacl of land b. inaceguate transportation a. b. <.
c. lact of labor d. lachk of capntal --::::------zz--------------------u-
«. pPOOr Crop pricec — }Far which iHow muchi Whera did { where (] was
§., delays in paysent | e fcrops did iwds spe~i you get the bouaht,
Wag there tise in the past ycar when you lyou buy int on { seeds Or i NE. Use where
were unable to get your crops to the tseeds/ isceds 1 plants (ep.d. ! codes
gmarlet ?2 VYes 3 HNo 2 —— iseedling tfor 83 1 * !
L ——— [} tin the ] !
Why wera you unable to aarlst yous crops ? [ tlast 2 1 !
— t jmonths | Dista- !
2. road iapassable —eed ] 1 tPlace Ince 1
b. lack of transport t : -i- I~ !
c. delays in obtaining transport/sarket It. [} ] H -1
permit 1 1 ] 1 t From whom wg3 1}
d. other (8p.).ceccsacss 12. H ' { ! boyght
] 1 H § { a. private traders
Has eny member of the household receivad 13. 1 ! { ! within Kutua
any training or attended courses in fare 1 1 1 ! t t. Farmers Co-op
production Yas 1 No 2 ta. ] ] 1 i . VGGCU
——— - - ] ] H H 1 d. private trader
§S. 3 1 H ! outside Futus
Has your household used fertilizer during . e. home made
the past 12 months ? Yes I No 2 2 I3 f. other (sp.l...
What types and asount of fertilizer were used ?
Froms whom
Type of fertilizer where 1 Aaount bought 1 Proportion used for 1 was ]
produced { kg wah |} coffee Imarie ttomatoces:cther Crops tit bought !
________________________________ Sl Rutntatatiedes 4

her roguced a. in the country
b. imported



25, Has your household used manure/compost [ 29. Hes your housetold used pesticioes/fungicides
during the past 12 aonths Yes 1 No 2?27 tem————t during the Zast 12 months ? Yes § No 2 231
——————
26. a. b. c. 30. * ————d
-:a:--n----------u----.u.-e-----a-n 3. b. Ce 9. . ®e
{How anch ‘What Pl‘a-:Fro. whos 3 -u-----.--u-------:---'------------tu-------------------------.--
lmanura was iportion iwas the i (Type of pe-iHOw ruch iWhat proportion [From whoalWhere is ]
tused :n 2llloé the tmanure ! Isticide/ twas spent lof the pesticide flwas (a) ithe £2Y s |
] Tmanurc iboughi H jfungrcida 1to buy ta) i/ fungicade Ibought tprodus vt ]
Iwesght/ fwzs usaed 1 fbought H twas used oni [ ! a., Veuya §
ivalue tfors 1 H ] ! ] H ! b, isfrort-]
! : 1 ! ] Ivol 1t Ksh.l! s ! 3 ]
] § ! i [P R | -m— ———— - ! : [ ]
|-—m———————- mm——- t : H t 1 . lcoffze L} 1 ]
| icoifee ! 1 ] ! i 1 ] ¢ )
[} H $ { ] H ! imaize L} i ]
[] imarze t g ] ! H { ] 1 ]
[] ] ! H 1 H ! ttomatoes [ ] ' []
] itomatoes ! : ] $ $ $ ] { ]
1 H : ! ' t ! tother tsp.d)c... |} H i
1 tother ] $ . . 2 —
[ icrops : ! m whom was manure/ h
I = H a. private trader wilhin hutus
27. Has your houtshold used herbicide b. farmers co-olp@rataive
during the past 12 sonths ? vyes ! No 2 0529 c. HGGCU
 mmamm— d. private trader utside Kutus
——t e. homs made
26. How much was spend on it ? f. other (sp.).csceacscsse
Ispe Amguh Cost 31. Has your househpld bought sacks, ropes or ccnisirers
evsesecevsne esecare esecaca cduring the past 12 mcnths
eseccsvsans cecsna vossene Yes § No 2 > T4
esssecsscna sevsns [P %2. How much wat spent for the above ftems in the past
12 months 7 [ X 1. 18 r————
33. Where were the ahova iteas bought ?

35,

Plac® ccosssccoses DISLARCP ccovscsessonee

Over the past 12 months how such have you spent ow

transfortation in purchasing tha 2bove inputs
( seeds/seedlings, fertilizer, pesticides , msanure
sacks, ropes and containers etc.) ————
Ksh. 1 !

[ G- ]
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5%. tas your household had expenses on storage over tha past 12 eacnths ? r——

1. Yss 2. No >38 L I |
—
T4, What was the cost of staring pre——y 37. Wnat proportirn of that cost was {forsy
all your crops §n the past Sh, t—mmm————J coté@@.eocone MB120cccensacanccses
12 months 7 f1ncl. cost of insecticide tomatnesecesse all other cropscecee-
and pesticide!
¥8. Has yocur household had ergenscs oOn labor during the Ksh.
past 12 months ? 1. Yes 2. No 46 — ——
[ i 1
=9. How emuch ~aney all tcsether was spent on labor in the past 12 months {including part-tise labor)} ?2 1 ]
—
40, a. b. C. d. 445. During the past 12 months have you
- 1 had any problems obtaining farm
INurtber of! How many | How many } Wage per | inpute (laber, seeds, fertilizer
[T-IR K T 3 : were { werae from t aonth/ 1 aanure, etc) ? Yes 1 No 2 g—
] H relatives: Hutus ra2gioni day [] -48 P
$ : : H 4 47. What problems Fave you hed °
Full time ] : : : { a. unavallatle locally vep..?
worl ars 1 : : 3 [ ] b. couldn't afford * p———
+ ' H H 41 C., leck of transport | §
Fart time ] : ! 4 [] d. other (sp.l..cscscccns ——t
warkars [ ¥ 1 H [} 48. During the past 12 months has there
] ! 1 ! [} been a time when any of your farm
= H 4 : = cachines lay :dle for lack oft
a. repair service YI/N
4}]. Wnat proportiont of the above total labor cosct went to producings b, spare parts Y/N {circle)
colfe® .cccesv ®BITO@..csee TOMALOBS..ccsvo 21t other Crops.cccce-o
42. How many unpaid persons (iamily and non—tamil) aenbers) were 459. During the past 12 months was there
usually doing farm work in the past 12 msonths ? a time when you necded he
Serrreeeed assistance of an ertension agent
43, How much did your houschold spend on the following farm exponces but could not get one ? —
in the past 12 months? Yes 1 N 2 531 b
a. BRenting of animals KGh. .cevncancscnse 30. Why could you not get tha assistance?
b. Ilrrigation charges Ksh. aesssvccssone a. there wasa't one availadvle r———
¢. Fuel orl tsn. sosansssssssane b. poo:~ transport ] []
d. €Electricity KSh. .coecoveccccsos ce. Other (Sp.lececesccasns b
@. Ranting eachinery Kah. cessasmenarse ’
{. Repairs keh, esesscsessvene
g. Other tep.) HKsh. cesrassccnsens

3&. How amany times did your household get farming advice from er——
axtension 29ents in the past 12 monthas ? [ ] 1
: [—

4%. For which crops did you aet advice f(rom an extension officer ?

B eacessnses De coecasces C. eecceccssssse e oseccces
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%1. Has any agnber of your household processed any of his/her crops for sale during the prst 12
sontns ? For enample (masrze meal, tobacco, brewing) Yes 1 e |

’ No 23> S3 ] ]

32 a. b. [ d. [ S ]

----------------u----------a-----a-----e-u.--------

{Wrhat crop ‘How mi:ch i(Where was tHow auch ]

fproducta/Zeomm-ldid you Plhe printuct Janney was |

jodities ~ere {earn {from 1{) sold tspent on 1

faade 1all your ! iprocessing |§

] iyears salel Dista-1{] 1

] tof () tFlaceince H []

1 - |ommm— e f————- i jemmmmme—e=|

1. ] H H H [

[} H H ! ? !

12. i 1 : t ]

1 1 1 ! s :

13. H t H H )

1 : H : : ]

1s. ) 1 H H ]

.

=3. Has ony member of your household raised tivestock or poultry during the past 12 sonths ? ¢F—m————

1. Yes 2. No >0 el
54, a. b. Co d. 2. €. 9. b, t. IS k. 1.
----..---------ﬁ---------------I--l--ﬂ--.--’-'Jﬂ-------------I----'-.-----l‘--------S-------------.-----.
fARnimals/ po-lHow iEstimatediMow many!Total tHhere were iHow iPriceiWnere (How many !How ]
Jultry raisediaany doivalue cf lmere tmonay tthe {3} sold twany tipaid iwere [)I1(] were Imany ]
fduring the tyou nowi:stock tsold lreceived! H®! tfor t!bought !recervedi() werel
tpast 12 mon-iown ttoday tduring lérom thel H iwere (all I tas gift leaten |
iths H ! lpast 12 lzale H i1Dista—-:bought! ] 1] lor giv-|
! H ! imonths | ! Flace Ince ! L ! ! ten freel
¥ ']
If. Cattle @ i : : 1 ! 1 1 1 ' ] C
] ! t H H 1 1 ! 1 ] ! 1
12. Sheep ! H ! 1] ] H ! [} ! 1 H ]
[] H 4 ] ] ! t 1 ! ] ! ] ]
13. Goats 4 ! ! H H ! ! H . 1 1 1
] 1 ! ] H ! ! ! ] ] ! t !
14. Chicken ! ! 1 H i ) . t ’ ! ! t i [
[] ! ! t H ] ! ! ] ! ! ] 1
15. Figs H H ! 1 ! ! ! t ! 1 1 1
[} ! ! ] ! 4 4 H H ! ! 1 1
{4. Donkevs ! H t H $ H ! H ! ] H t
] 1 ! t H } ! 1 ] [ ] 1 i
§7. Other ! : ! ! H ! t H H ! ] ]
[} (sp.) 1 : ! ! ! H ! A ! ! H ]
! ceevecse : H ] : ! ! ! ! ! ] 1
y ]

Where was_ jjivestock: boughts sold,
a. within Kutus regton b. outside Kutug in this district c. outside this district.
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2%, During the past 12 sonths have any members of your household

sold any procuct from their 2animals auch as milk ?
No ~57

-

—ed

1. Yes =. S e ey

Sb. a. b. c. d.
--’Ic----un-nn-’t--u--z----l-uuu----lx--:--n.--lsu------
lHave ycu iHow euch !Value ofiWhore was () sold ]
sold iwas sold !amount Dista-— transp-§
] t {volume) so0ld {tPlaceince tort costi
jmmm—————— - e et R R R tmm—————- t
1. Hilk ] ! 1 $ H [
] 1 ] 1 1 i ]
{2. Cheese 3 t H H H []
] ! H H ! t §
13. Eggs t H ! 1 t ]
] : H : 1 1 y
14. hades H H t } H [
] H : 1 ! 1 [}
15. Other H H H ] ! 1
[ —

whore nrodust was sold,

a. within hlutus region (IS ka.)

b. outside Kutus in this district

c. outside thia district (sp.dececee

&0. How many of

1. hces | | 2. pangas | I 3. shovels | [}
(jembe) —2 —3 [—
&. chains 7. wheelborrow 8. boxes
] 4 ] ] ]
Pa— [es—— ] : [—

ares

57. How many times has your household got
advice from a livestock agent
during tha past 12 sonthe?

e
L

£8. Has any ecmbers of the household spent
mongy on the following items 1n the past

12 months ? Yes | No 2 )>60
359. 8. b. C. d.

] { [} fuwas
§ Items bought t tHow muchifal
] } tooney iérom |
1 - 1 Y/N lispent ikutus |
jommmmm e ———— fmmm e fomm————— t Y/N
1. Building and
§ maintenance of |

] o¢ ¢ences/sheds |

12. Animal fged/salt!
] R |

13. Veterinary serv-!

] ice ¢ aedicine |
L] bought in the
[] marlet/town

j4, Other (sp.)....

.o %0 S5 Be e @s e BE s m ev S8 b
e @8 SR B= T3 = S8 o4 eu " o= oo
h o on or ah o =D o0 OB B S8 "N

-
.s % e oo

the following tgoly are owned by your household ?

other (sp.)

— g———ny
L] . S. sickles 1 ]
— ——
—
1 !

I
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81, What Equjpment owned/rented ocut/rented by sembers of the household
during the past 12 months ?

a . b. c. d. ©. f. 9. h. i. ].
--H--.---------t-.-l-lﬂ.-lﬂ--I.IIJ-I-----I-a--.-ﬂ--‘l----ﬂ-I---'--‘----'-----.------.-.-----
] s iHow many !Value IWhere IHow far (Have tHow much!Did youiHow 1Fcr how |
lIEquipaant! iare ownediof all :did youlaway didiyou iwas paidirent tmuch 1tong did]
] - {these Ibuy the!you buy lrented lby whoe-lany of lIwas lyou rent}
[ 'Y/l itcday l!ones ithea fout any!iver 1€} in lpaid ithe [}
! IN I ! tyou H i) in irented Ithe 1to lequipme-1|
] ] H ! tbought 1 ithe 1L tpast 121rent int [}
] H : { t1n the ! tpast 12:Ksh/pe~ Imonths 1 1 ]
[} 1 3 1 ipast 120 imontis ! t : H [
] ¢ 3 : imonths | I B ! : cs ’ | R ! ]
] : ! ] ttlocat-1 ! ¥Y/N 1 | t ] ]
1 S ! tion) L ! ! ! ! L ]
] | I H H t 1 t ! 1 1 ]
etttk Bl | 1= w—fm—m———— Rl 1 Rttad ! === ! ]
1t. Tract-t ¢ 1 ! H ] 1 { 1 t ]
] ors [ B | 1 H H ! 1 ! 4 ! ]
12. Flough! 1 t ] ] ! ] ! ] ]
[ LI | ! ! 1 ! ! ! ! ] [
13. Carts ¢ 1} 1 H 1 H t L 1 ! ]
1 1 1 t 4 H 4 H ! H t ]
14, Tanks | I ! ! ! i ! ] L} ] 1
[] (retald! ] t ] } 1 H 1 1 ] []
IS. Spray-1 1 ! ! 1 H s ! ! 1 ]
] ers LI | ! ! $ ! ! ! ! { ]
164, Vehic-! ! 1 4 3 L J H L 1 )
] les 1t H H ! L ! ! L H ]
7. Oxen t ! ! ! H 1 1 1 t ]
] HE | H ! 1 ] 1 ! ! H ]
jé. Other { 1 1 ! [} 1 H H 1 3 ! ]
} (sp.) H H H H H H H H H H [
4 4

82. Which of the above esquipment were used for the faraing of 1@ '

coffee aaize tomatoes other crops

43. During the past 12 months have you been unable to purchase or rent any of the above eguipment

as you needed ? Yes 1 No 2 > Sectton 431 (Farm) —————
—_—

64, Why were you unabdble 2 a. Unavailable at the local market ey
b. Lack of transport ] ]

c. Lack of moniy ] L]

d. Other (s3p.) ———d



SECTION 44 FARHM-BASED NON-FAR v .

1. Docs any member of your household carry out any of the following non-farm enterprises at the fara ?
{(cticle as appropriate)

1. brick making Z. baskaet making 3. quarrying 4, carpentry S. pottery
&. kiosk/retail 7. weldingsblackseith B. carber/saloon 9. tatloring/knitting 10. posho milling
11. herbalist 12, midwife service 13. entertizinement 14. painter/docorator {3, shoeshine/repair

14. charcaal making/sale 17. wood carving 13. masonary/construction 9. tob:irtca products
20, photagraphy 1. beer braewing 3. other (tPp.)eccecccscncerinnessaces

2. Profile of aain entarprises done.

2. b, c. d. . f. * G h. i. J. k.
----.----‘-.ﬂ---E’-IE-----ﬂ---:-a‘--’ﬂ----D----.---'H-ﬂ---------ﬂ“-’ﬂ--n“"‘-‘I--ﬂ-.---ﬂﬂ------.----S---.-.---E‘
IMaan non= Bu.!Doges this I(What are iWhere I|Boes it D> vou !How much tWhat are (Value ofiln gene-|
jftarm acti-| tbustiness tthe main twan the !cporale irequire Icapital did!the total, !any tral tao ]
Ivitigz at 1! T loccupy » tgoods/ ibuzsinesothroughcutia licence!yocu have lsales oOf igoods cfito wnom |
ithe farea 1 y i{fized cotr-lcorvices Izkill ithe year ito do itito start tthis busi-ithais (} ido you
jtas abovel)! p lucture tsold or ilcarnt tor not H tthis bBusin~iness per lconsumedisell []
] l a ¢ tproduced | 1 (sp.) ! fess tmonth tunpaid {goods ]
1 1 i ! tnames) ¢ 1 ! I ! iby your lof this |
[} 1 t Y/N 4 ) ! H H i , ! IHH in a !busincess |
| 1 t ! ! -3 ! S ! 1 tnarmai)! |
[} .1 1 1 L} (] ! ', H tmonth ! [}
PR —— R B f———— H 1 § - : : e R —1
it. § 1 t H 1 : ! : 1 ] ]
] vt H . | B k] I IR ¢ v ' ] ! |
2. s ' t H t ! [ ! t : |
[ H H H ! H 1 H i i 1 ]
13. ! ! H H H ! ] ! 1 |} ]
H . H ] ! ] H H ! ! ! 1 [}
14, ] ] : 4 ! ! [} ] ] t H
] H ] H ] H ! ! i H 4 ]
15. H H ! ] H ! H ] H . 8 ]
] L : H ] H : H ] H H 1
16. H ! H H H H ! 1 H L [ ]
] 1 : 1 1 ! H H ! H ! ]
7. H ! H ! H H H H H 1 ]
[} HA H H H H H ! ! H H []

Puatiness typs, ’ T6 whoum your products are sold
a. commerce 1 retail, wholesale 4. Households i1n Lutur region for farm/
b. sndustrialt asanujacture -metal/electrical/chzaical business 1nput {eq. repairs, tools).
c. industrial: manufacture-agro- forestry/ psocessing b. Households in Kutus regron for consumption
d. services 1 restaurants, garaqes, transport, repairs, c. Local iKutus) racders
sedical, entertainment d. Other (SP.)ececcecsacccncans

Where buginessg skjll -aas learnt
a. home from parents b. school c. apprenticeship away from home d. other (sp.) ....ccccceencne




3.

Raw Materjalss aveplics
b.

Ce

d.

fWwhast major raw How asuch tWhere do {How far iWhere 1s |
Imaterials/ tdo you {you usua-ido you 1] prcdu-}
tsupplies doey lusually tl1ly buy lusually iced 1
lyour business ispend in aif) itravel [} [ ]
lpurchase iaonth on H tto buy H §
L] H @ tlocation i3 ! ]
Jommm e m e R et R tommmmm e R it i
. : t : ! ]
1 ¢ H ! ! ]
iz. : H 4 ! 1
] ) 1 : ! [
15. Other tsp.) 1} 1 1 ! ]
[s —
wWher wart/ _pro

a. within llutus region

b. outside Kutus region in this district

c. outside thia district :n henya

d. 1mpcrted

4.

-I--l---.ls------....--l!Ba’I----.--.:-.:-:--.----.-Il:-ﬂ..-.I----.------‘--.’.---------.----
fWhat aajor 1§ ownediWhere
fequiprent,
faachinery
fae
jleased by

Equipsent/ Machjnery

e. b.

" Iwhat s

o owned/
i tocay

lyour enterp-1

jri
]
]
[]

Ce.

d.

iHow far

tdid youldid you

s Jthe val-!purcha-!travel
fue of C()lse 1t

ito buy

ttlocat—-:(]

lion)

1.
]
12.
1
13
t
14,
1
15.

other

[}
]
[}
]
[}
|
t
|
]

.
»

Does
your

ase out
this £)
to

lothers

Y/K

S. Commodjities ¢or Retail and wholesale
a. b. d. [
AN PSS T AN AP U E SN PTET A ENSE TS S FE T RO ANSAEERER
f{What comeod-iHow {Where tHOw ] ]
fities does l!such doldo you !far dolvotal [
jyour enterp-!you us-tbuy () iyou icaost of |
frise usuallylually ! tiravellthose []
lpuirchase Ispand ) 1to buy!limported]
(] tin a ! 1{1 tan the |
[] tmonth [} H tpast 12 |
j{category) ion () ] ' iaonths |
\- -1 H : o= -1
1. ! 1 ! |} ]
2. i ! 1 ! 1
13 ! 1 : ] ]
14. ! ! H ! ]
15. I 4 ! ! ]
16. 1 1 1 : [
12. L] 1 ! ! ]
18. ! ! ! H 1
19. i 1 i 1 ]
[N y '}
9. h.
Lalide]
iWHhere is {t cateqories

ttHicw much!lé leased how

idid you
tbusinessiearn

tever le-!during
tthe past?

ths

12 soONnt-
in
leasing

tout ()

imuch do you pay
tfor it in a year

tleased froa ?

a. foodstufés/
beverages
clothes/
footware/
jewery
stationery
medicines/
chemicals
hardwares
detergents/
soap/ oils
animal feed/
seads/ seed-~
lings

other (sp.).

b.

Ce.
d.

e.
L

Where ()}

15_bought/ jeased

within Kutus region

b. outside Kutus region in this district
outside this district in Kenya

C.
d.

imported



&. How many persons tincluding relatives) usually help in the above businesses ?

a. b. C. d. e.

EREER -ﬂll”-ﬂﬂ”ﬂﬂﬂ--ﬂﬂ---H--EBHSH---B-'.------3-“’------------5-.--------..-----------.---’- .
|Nurber of INumber of unpard jUsual wage of |How aany_Paid fHow many of the ]
iparg tworters (family, ithe pard {workers are {worlers are ]
ot ers tnon- family) jworkers f{roa Kutus regionjfemale ]
L. 1 b3 LN i 1
A L4 L] L | e v

te { § jiper monthl ] [] ]
Full-Time [} L ¢ 1 L N §
worlers | I ’ L ] | t
s s . s N .

L] ) 4 L] R ] T |

ti. ] s i(per dayl 1 i ]

Fart~Tiae ] ] ] . H ’ . | ]

Worl ers ] L ] . ] i L}
2 A I3 A I e

7. During the past §2 monthg how auch saney did your businesscs above spant o0 the following items.
jtem Y/N How _mugh per month Where ¢0 YyOU purchasge @] How far

1. ﬂalntenancclrepair . cesenssecacsecan cesessenecsssscns asessse
‘o, Fuel ssp.) R woescesssesccne cecons
3. Transport ceeresececscanee cesacsasensvoase [RP
4. Water csecssecsvscsse cessoesssscrone essena
5., Electricaity cecssssscsnsnee csesssscvssasae cevene
&. Licence fees/rates [ ) etesvesveseasee sevense
7. Rent {or space eacseesscesavenss ............:.. ceseasn
8. During the past 12 months did your enterprise have 9. what problems did you have in obtaining any
any problems obtaiming any of the above items of the above itcms ?
(fuei, raw materials, commodities for retail etc) ? a. none ey
Yes 1 No 2 3 b. unavailable ] []
] t c. lack of transport ] t
S d. lack of money L

e. other (sp.)....

9. Apart 0£o- the above farm bvased ran-farea econamic activity do you operate a town business 7

Yes 1 No 2 oy
—d
10. ¥nhat are the town businessas you opearate ?
nature/nane place/loca n djstance
11. How such incoae da you usually earn from the above town businesses per manth 7 Ksh. ey

[
12. How such time do you spand on |

. I I ,
a. on your farming business

b. on your non-farm farm-based businesses
c. on your town business -


http:I"oriS.Or

SECTION &3 {TOWN} NON- FARM 1 PUSINESSES {incl, SHALL SCALE ENTERPRISES]

g
1. Have yaou ar your household operated & non-fara business Zuring the past ] [l
12 months ? 1. Yes 2. No » 23 et

2. Personal proiille of the owner/parson in charge of ths buninesss ([For town business oniyld,

“. b. c. d. e. f. 9. . he i. $. k. 1.
--ﬂ-----.--ﬂ-ﬂ---,--aﬁﬂﬂ-’--ﬂn--2‘I-‘-,.-I---.------.--..--“-lTﬂ..UB--.--..--..S.-.H--Hﬂ-------.ﬂ------
[] Nana ! Nga iHighest tHother-1les thias (Do youllf not, ikhere iCwners (Frev~lAre 1HDw
] t {formail ed-itongue lbusingssiown igive !dows the'occupa-tiocus lyou fauchi
] ! .ucation tEthn(~-3ful i~ Ithis Irelati-lowner ition iaoccu~-tpaid lper {§
[} H igrade coa-icity) itime tbunin~-ion withliltive : ipati~lwage lmocn-{
[} 4 tpleted i ty/N tes Y/Nliowner 1 .3 fon oflhere 1th ]
| Rt ittt e e B e e R e T Dl e et L S et == —————lOownerl-—~==-te---a{
[ H t L H 1 H H I -« et | ! t
] H ! ! L H ! L i 1 H ] [1
L H H H 1 ! ] H : H H H 4
Whereg the owner Jlives Relation with thg owngr
a. wmithin kutus region a. son/dauvghter
B. oculside futus regqion in this district . wife/busband
C. ocutsida this district . c. other {(sp.t.....
d. Ho relation
F———
S. Do you lLeep rezorcs on your business cperations {e¢g9. 2ntry book, salese ledguzr) ? Yes 1 Ho 2 [ SO
T {sp. )...............................................-....................................
Businegy rrofije,
4. 2. b. c. dg. Q. [ g. h. i. 1. Kk,
:unt:.uunnncnz:l:.ﬂ-z--c:--.-:-=u:-::=--:-:t:s:-n---x::l--ue---n‘::zng:n:mu::;—:z::‘-’~uu-‘---nzn:au1--x-‘-u:---:
§ i1Tu., c0Ccea thise !ihat are iWhen wasiDoes it iWhat is iHow such tEhet Sreo iValue of:iln geng-}
Hature of ibusiness {the main  iihis ioperate {the type lcapital did!the toltai iany iral to 1
{Lusinecss { T loccupy a tqoods/ ‘business! throughoutiof busin-lyou hevae tsotles of lgocds ofito whom |
fe.a { y tiixed str-liservicez lstarted (the year less tto start ithie buesi~fthis () :go you H
fretail, I p lucture isold or | for not lownership?’ihia busin-lnesc por iconqumedisell !
frecstaurant, « | iprodguced H { (sp.) t&. Iindiv.less imonth lunpaid {goods 1
liawmill, : H ¢ (names? l———————=- b, partn-} i by your 1of this !
f3eraege, ! ! Y/N e t H 1 ershap! H iHH in a lbusiness!
Ibtaclsaith, ! ! ! ! lc. corpo-! : linormalll )
fstore,etc. ! : H 1 ! $ rate {° { Imonth } 3
jrmmmm e e HE e R ettt ! j—————— H id. familyl---r~e-mm e i R 1
] ! ! H ! H e bt | H i t H
] 1 H ! H ! ] ! 1 H 1 ]
L J
Pusiness Tyre, To_rhom your products are 3glg
a. commerce 1 retail, wholosale a. Houscholds 1n kutus region for facm/
b. I1ndustriais manufacturaea -matal/electrical/chemical business i1npu’ (eg. repsirs, oo0lsa).
c. industriasly amanufacture-agro- forestry/ processing b. Houscholds in Kutus re3tion for consuaption
d. servicas ¢ restaurants, garages, transport, repairs, c. Local (Nutus) traders .

medical, entertainment d. Other (sp.)..i.iuiccivececaaans


http:tbuvin-.on
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%. How many persons (including relatives) usually work in jour business ?
8. b. c. 8. ..
---‘-----.I-'----I.----B-----------------...‘-------.----_--.-I---------------.-------------.'
INusber of {Number of unpaid (Usual wage of fHow many paid jHo= many of the !
fpasd fworiers ({amily, [jthe paid fworrkere are fworikers ara [ ]
jworters Inon- family) jworkers jéiroma Kutus regionifemala (]
I & 3 A A ]
L] v L 7 L] .
' [] H j{paer sonth) [ ] [ ¢
Full-Time ] ] ] [} [} ]
Worlers ] ] ! ¢ ] ?
4 -l A e A &
s, ] ] j{per dayd [] ] [ ]
Fact-Time ] ] { | ] ] ]
Worlers ] ] ) | | ]
&. Have you or any of your emsployees had formal triining or attended & business r——
ssnagement courses in the past 2 yeoarc ? 1. Yeso 2. No L ——
7. How many tiees did you receive advice on your business froa
a governsent agent ouring the past 12 months ? ———
] ]
Snd
8. Did you requi~e any permjt/license to start this r————
this enterprise ? {. Yes 2. No > 12 ] §
d
9. Whers did you go to obtain such perait/license re————
1. Local office (in Kutus region) et
2. Disktrict office (District HOs, Frovincial HQs)
X. Nationel offica (Kairoudi)d ey .
10. What was/is the cost of the perajt/license ? Vsh. 1 } PEr cocccces
18. what probleas do you have in obtaining business licenses/peraits ? a. None
b. Not available in local ares c. Delays in spplication process d. Other (sp.)
12. During the past 12 months did your enterprrise spent soney on the following itces 7
I1tea Y/N How such per month Where do_you purcheo- i 1V How far

1. Maintenance/repalr
. 2. Fuel (sp.)

X. Animsal teed

4. Transport

S, Water

6. Electricity

7. Licence fees/rates
B. Rent for space

esseescscscacccene "eeecrsevavvaces

eesssesedssnsse @eevesessescssres

eseecccecassess eessmcactosvasvse

s sscoansesssee s eessoesasecenocs

§13. Does your business owng a. Y/N ...

building

ValU@.cscocssosencns

b. land Y/N ... valU@, ccvecescesannse

esesesve
sssvsas
esev e
ceesece
DR M N ]
easccee
sseecse



14. Raw Hatarials/_sveplies_
a. L. c. d. a.

-.:----=--=-Iz.--uuu-n-a---a--s:---n'--I---IUI-.---------

I¥hat majorr 1raw ttow such {Where do (How §ar iWNhere i §

16. cngQﬁliLt!“122_515111_12!_=hnl:1!1s
L. c. .

L

fwhat commod- | How

tWhere

tHo

i
lfar dol!Total ]

3

{S. other

imatciraals/ 1do you tyou usua-do you 1) produ-} {sties docs {much cGoldo you
jsupplies dozs tusually 11ly buy iusually iced i jyour enterp-iyou us-libuy €3 tyou tcost of |
jyour business izpenc in.ail) ttravzl ! t jrise usuallyiually | tiravaltthoee 1
jpurchase leonth on 1 tto buy ] lpurchase tspend ! tto buy:inportedl
1 H @] tlocation i0) H t ] fin a 1 1l 1in the |}
f-—mmmmm = [ (- ————— e ———— e ———— [} 1 tmonth ! H tpast 12 |
3t H H i ] ] {categery3 lon €3 ¢ ! tmonths 1
1 i 1 t s ] - i-- -1 t L -=1
i>. i } ! H {] It. i i 1 1 ]
1 1 ! I 1 1 12. ! 1 ] I ]
;3. Other tep.) 1| H 1 ] [ ] 13. ! H ] { 1
L — 14, 1 ¥ H ! [}
wpere [} i3 bought/ produced 1s5. ' ! ! | 1
a. within hLuluz region 16. ! J 1 1 1
b. outside Kutus region in this district 17. 1 ! $ ! [
c. outzide this district In Kenya 18. ] H ] 1 1
d. isported 9. ! t H ! 3
[ 8 )
1S. Equipment/ Machinery
2. b. c. d. e. f. 9. e

B-’-l..ﬂﬂ‘.'-’--ﬂﬂ--,-----,-’--------S--IIIII--.'.ﬂ--“------ﬂ-----ﬂ---I--------H--.-----I-.--' ‘. ommog‘t!
jwhat sajor t1f owned iWhere tHow far iDoes tHow auchilf leased how iwhgre is it [ gategorieg
jaguipment, twhat is ldid youldid you iyour tdid you imuch do you PpPay lleased from 2 1 a. toodstuf fs/
jaachinery ithe val-tpurcha-itravel tbusinessiearn tfor #t in a year t beveraq®s
fare ownzd/  lue of [lise 3t ito buy tever le-iduring | ) 1 } b. clothes/
{ieas=d by stoday ttlocat-1C] tase ocut tha past! ] ] footware/
tyour antacp=-1 11on) 4 tthis (3 112 mont-1 t [ jewery
Iriss t s t ito ths in 1 ! \ ! c. stationery
t H ] 1 tothers Ileasing | ! i d. medicines/
[ ' t H 1Y/N tout (3 1 ] 1 chemicals
! i = $-= —lem——m—= i- -1 i | e. hard-ares
1. 4 ] g 1 i ] [} § ¢. detergents/
[} ] H H ] [} ] ! [ soap/ oOils
2. L ! 1 1 ] 1 1 it g. anmimal faed/
] ! t H 4 1 ] L} 1 seeds/ semd-
3 H ! ! ] 1 1 t [} 1ings
1 ! ] ! ] 1 ] [} i h. other isp.}.
8. 1 t 1 : t ! ! ]
1 t H 1 ' ! ] 1 [

H 1 1 : [} 1 t [ ]

-]

where () 1% bought/ jeased

a. within Xutus region

b. outside Nutus region in this district
c. outside this district in Kenya

d. imported



17. During the past 12 months did your enterprise have 18. What problems did you have in ob!.lnilng any
any problems odtaining any of the above iteas of the above itess ?
(fuel, raw matarials, commodities for retail etc) ? 4. none O —
Yes 1 No 2 319 — b. unavailable ] []
] [ c. lack of transport 3 ]
o d. lack of ascnsy [S——
CREDIT e. other tsp.)....
—
19. Has your enterprise obtained credit in stock or loan in the past ? Yes | No 2 [] [
—
20. Does your enterprisae have any loans cutstanding — -
now ? Yes § No 2 ~22 [ ]
. ——
21. a. b. c. d. e. [ 9.,
n-.---l---'-----ﬂ-.-a-'-.-----'n--------:-------.--..--------------.-..-ﬂ'.-.---.ﬂ
1To whoa doss Iwnat tWhat wasiWhat is IWhat is the (What is iFor what § 1o whom_soney {3 owed
lyour enterpriselyear didithe ori-ithe balan-linterost tthe payme~luse wac thel a. bank b. co-op
joue eaonsy ? ‘you get lginal 1ze cutsta-irate (p.2) int period lcredit | c. relative d. ¢friends
1 tthe loaniamount inding ] lof the fobtained f e. money lender
[ : tof loan 1} ! {loan i (sp.)eee )} ¢. credit uniona
] ! H | 1 ! i ! 9. informal savings/
] ! 1 i ! : H 1 credit group
I- e et Bt L lommmom oo R -1 h. other (sp.)..
] t H 1 1 t ! i
) 1 3 1 1 i t '
! 4 ! ! ! ! ! i Eor what was credit
[} 1 3 t ! ) ) [] tajne
] 1 ! ! ! H ! } a. working capital
] t 1 H ! ! 1 I b. investaent *
! t H 1 ! 1 1 ) c. other (sp.)..
22, During the past 1T months did your enterprise have difficulties obtaining credit froa asny
tnstitutions * Yes 1 No 2 >I5 fr———
[ ——
23, Froa which institutions did you try but fail to abtain credit ?
a. L. C.
T4. Hhy were you unable to obtain credit ?  esammme
a. Did not have raquired security (collateral) ——s
b. d1d not Qualify (sp.l.ccccacevcrns
c. bad credit record
d. othar (sp.)...c.ee



S

..

. —
2%, Do you engage in farm activity ? Yes 1 No 2> IE.ID Y T}
e

26. How much of the land farmed is (3) owned (..c. tb) rented ccceaccss (ha. oOr acres) ?

7. What 2rz the &ssln crops you grow {n ithe above lands ?

location_of_ land/stig gwned_/rented eain Croex pize grown/quantity
cesecavsesessecene essasescencese | O sesssesvesssc s
ceecsasnssascensss ceessascsnacs Diieeaccacsene seesessssssaces
eesenessescssces ceacsssensen Beteccsconnces ceccsscscsncsse
Q.cveecccnsnsn Wesssessssssecse
———t
28. How much incose do you usually earn frrom your fara business per year ? Ksh. L
—
29. Do you have any of your land rented out ? Yes 1 No 2 ——eerd
—
30. How much land 18 rented out ? e

31. How much time per day {(on the average) do you spend ta) on your farm ....ccssccccccsrrsovencescccces
(b) on your town bDUSINESS .ccececccocvoccnccnree
(c) on other busSinEss .csscvcscrsscscscscccecacrace

(E.1) = End of Interviaw, Thank you.
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NFORMATLO FOR FARH AND TOWN HDUSEHOLDS

SECTION St NAN

1. How many members of the household are employed earning wage income outside the
{include income earned froa doing farm wage labor -2.9 by town residents)

businesses ?

es e s sesassenemesesERRSes Al

Status

Occupation Where working

Member

es s s s escensnsosse sessconscsacve secscssse

2. Are there members of this household who receive pension ? Yes 1 No 2

X. What were their previous occupations and grade ?
occupation grade

4. We
lenders, relatives,
any credit in the past 12 months ?

¢ritends or other institutions) for non-production/bu
Yas 1 No 2 »>& —————y
——
3. a,. b. c. d. e. f.

=::=====.:-’B==--.ﬂ......‘:.‘“ﬂ---H-==’B’----ﬂﬂ---ﬂa---.-ﬂ--. '

would lite to know the extent to which you make use of credit (e.g loans from

household

phere working
a. within Kutus region ‘farm)
b. within Kutus rregion stown
c. outside Kutus region in
Kirinyaga

gy d. Naircbi

) . other (sp.).ccsecss

banks, coops, money
s $ Have yaou used

fLoans {What was {For whati!How much IWhat wasiHow much] Source of credjt/loan
l{credit) {the source !purrpose lwas barr-1{is) thelhas beenl| a. bank b. co-op society
] tof the cre-lwas the lowed tinterestirepaid | c. relative d. money-lender
(] tdit/loan lcredit ! lrate 1 | e. friend ¢. Government (sp.)...
] t tborrovwed! t (p.a) ! ] g. other (sp.)...ccccccccscnce
frmm——m—————— H 1 - -1 - e j i
fLoan 1 ! ! H H ! ]
4 H : H i H | Purpose of credit/loan
jLoan 2 H H H ! ] [ a. purchase consumer items
] ! 1 H H 1 ] b. pay schoal/ccllege fees
fLoan 3 4 L H H ! | c. pay medical cost
| t ! ! ! - ! ] d. other (sp.l.cccccceacee
fLoan A ! ! ! ! 1 [
(] ] ! ! ! o1 | .
fLoan S ! ! ! ! o | ! .
] : ] 1 $ ! : ]
) H t H H ] ]
1 ! t ! ! L i
1 ! ! ! H ! !
[\ ' ]
-~

&. In what foras do mambers of your household save thzir money ? ] (]

a. in banks, post office, bonds, credit unions L a——

b. informal savinys (e.g group savings societias)
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SECTION 61 MARKET SURVEY ON : TRADERS/ HAWKERS/ CRAFTSMEN

/_ARTISANG

i. Trader’'s/ artizan's peisonal pi.ofile.

a. b. c. d. e. f. g. h. i. J. k. 1.
=:==:==z====n=====s==:=:u:r::x:u::=======:=:==:z::::::::::x::::x====g=nu==!==lx:n=:l=nzzz:r=Bcn:nnn:--a:unu:nnn:nz:zna===:l
H Name i Ag= tHighest tiiotheir-ils this tusiness!Do youlld not, itthere {Owners {Prev-!Are tHow |
H H tiorma: ed—-iitongus ta full timc LF] lown fgive tdoes theloccupa-lious iycu tmuch }
i H tucation {(Ethni~-!lor part-tice [PIithis lrelati-iowner ttion loccu-ipaid lper
] H igrace com—icity! tactivity for tbusin—-idn withiiive $ Ipati-liwage imon-t
i : Ilpleted ! tyou les Y/Nilgwner " ! H ion oflinere ith |
e e o tmm—————— e —— B ettt R e Dt D Rt e - lowner ! ——-——- HE
| P ! 1 ! 1 H 1 s fme—e ! 1 '
(] : ! ! ! } $ H ! ! ! H !
L H H : H i ! : H H H H 3

Business Frofile.
r— -,
2. Type of business (by main category) e a. Hanufacturing/ fabrication/ processing
b. Distritutives Commaercial (incl. retail, wholesale.)
c. Services (incl. transportation, repairs,restauvrants’
I{ a. >3 b. >4 c. >S5 )
3. Hanufacture/ Progessing/ Fabricating
a. b.” 7 c. d. e. f. B h.” i.
====:='_‘:‘:3:"::':2Hﬂ::!ﬁﬂ:l:’_’:==:!==============ﬂ:=======:ﬂ==============='==g====’=.
[Hatuite of tWhat iteas!iTco IWhat iWhat rew tHow muchiWhere tHow farilWhere ! Where input i touacht/
{business I(do you iwhemiprice imaterlals {do you (da you ido you lis the | groduced
feg. tproduce., {do ido fdo you pu-ibuy thisiusuallylusuallylinput H 2., =ithin utus region
Iblacksaithipirocess tyou iyou firchase ta tinput ibuy thetftravel (producedf b. outside lf.utus region
lcarpeatry iheare isellisell lproduce iper {input {to buy ! f in this district
l=uwmi 1) i ey 10} Jthe {teme lweok ! 10} | | €. alaswhare in bKenya
lcraifts H 1 t lin [a) ! ! ! ! [} d. fimported
- Rttt -l ———— j-———m————- = = f—————— o ]
] 1. 1 L It. H A ! ! ’
1 12, t s 12. ! I ! ! ] o _whom do you_ sell
] 13, t H 1x. ! 1 H ' 1 ] 2. houszeholds in kutus area
] 14. H H 14. ! 1 ! ! ] for farm/business irput
] 3. ! : 15. ! H 1 ] ] b. houssholds in Kutus area
] 16. i ! i&. ! 1 ! ! ] for consumption
] 17. ! ! 17. { H ! A i c. other traderg
i :8. T H 1 H H | H ] d. other (dp.)...cecceeccns
L : ) 2
4. Does this business occupy a fixed structure 7 Yes 1 tho 2 —
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S. Commerce @
a.

wholesale, retail )
b. ) c. d. e. f. 9. “h. i. §e

SO TI=TIIS :I“:::I‘ﬂ:l-:l.--3-’.8’.’92.!3::":!'-n-=:=l=:I‘=8-8828-:=l-’====’=’=---Ialx---a--'-----

INature of !What itemsiWhat is tTo t(Valuells the 11§ boug—-!{Where I!How farlWhere H
lbusi1ness ido you {the total !whomilof litem prod-itht for i{do you ido you lis the !
le.g tsell ? tvalue of tdo !salesljuced by thow muchibuy it lusuallylitem i
iretail t{see cate—-ithis item (you lper fyou Csp.i?ido you ! ? ttirravel lproduced!
Iwholesale !gories) _iyou norma—isz=llimonth] ispend H {to buy ¢ 1
I H illy have 1C) ! ] Y/N iper 1 tit H !
{ : ! : ! | {month [ LI ' !
[————————— §——— $ e -§-- -1 ! }mm———— | —————— 1
| HE I } H H . H i ! { $
] 2. H ! ! 12. H ! H 4 |
1 HIN H $ H 13 H l. !, } 1
[} HE H ! H ia. ! H !, H !
] H-18 { H K I15. ! 1 I| H !
] 16. t H H 14. H H ! { !
I 17. ! H H 7. ! § L ! !
(] ‘8. ! H H | i ! ! |} ‘ $
L H A
{ For cateqories qf where / to whom sold/ bought -sea_abgve )

4. Services C(inc). transport/ repajrs]

a. b. c. d. .. f. g. h. i. : §.
==l=====S:l!:l==l=IBﬂ:.B--'-ﬂlﬂﬂlﬂ.‘:'::::--::ﬂa--:B.==lﬂ:::'ﬂﬂﬂ::.ﬂﬂﬂﬂ"’---ﬁ-ﬂ--ﬂ----’.-------
INature of !(What serv-iWhat 1To :Valuells the ‘What lWhere IHox farlWhere 1
jbusiness {ices do iprice do (wheoaiof fitem prod-!inputs {do you {do you lis the |
le.g tyou sell ?!{you norma-ido tsales luced by {do you {buy it lusuallylitem |
Itransport | illy !you lper |(you (sp.}?!buy to ! ? {traval lproduced!
frestaurant ! icharge {seilimonth] iproduce {to buy ! H
Ishoeshine (sp.) ! 1€y 3 | Y/N tthis 3 1it ! $
jbarber ! H H ! ] tservice ! R | ! ]
jm—————————— | jom—m—m———— {e===! 1 - ——— e : §—- H 1
] HE I : $ 3 t 11, ! | $ [
0 12. H H ! ] 2. H ! ! $
1 H : H t ] 13. H H ! !
| 4. : H : I t4. 1 H ! H
] 15. : H H i 15. L ! ! [}
1 16. H H H ] - $ ! ! H
] 17, o ! H ] 17. H ! H ]
| 8. ! s ! ! H H ] H 1
i ! 1

H
[ For cateqories of where / to whom_sold/ bought -see abaove 3.

ateqorie

of

gocdsy

a.
b.
C.
d.
e.

f.
9.

h.

foodstuffs/
veverages
clothes/
clothing
deteigents/
soap/oils
stationery
medicines
hardwares
animal {eed/
seeds/ seed-
lings

other (sp.l)..
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7. Do you keep Fecords on your bgsine!s transactions such as salies ledger, entry book ? ch' § No 2 L —
8. How many workers do you esploy in this business ?

on martet days .cccccec.s ON non—-market day .....c.c000

Fay per déy cessecnces cecessensen
9. How mary unpaid family members help with work on a marlet day ... coccne non-market days ccccceccnces

10.Do you own machinery or equipment in order to produce/ ¢ 12. When did you start selling in this market ?

se@l11/ deliver your praduce/ service ? Ves 1 No 2 1 1 ceesrveessesscan
*—3 13. How often do you sell in this market ?
11.1§ yes, what are thcecy and how much do you buy ®ack ? " days In a3 week c..ceccccccncn
Egquipment Value/cost Where bought what months cesseseenve s
I. e e 22 80 PE GOS8 e e 89 s 0 e e e ® o " 8 6 6060 8 a2V
2- ® o 8 s a8 000 ® % 89 0000000 O P E e "R o0
3' lll'lllll.l. ® m e s 00080 o 8 » 8 88 060690 o0
—
14. What are your total sales per week ? Ksh. e
— .
1S. How f3r do you travel ta come to this market ? km. e 14, ¥hat means of transport do you

use to transport your goods ?
Means o+¥ transpor}

a. lorry b. bus/"matatu®
c. cart d. foot
e. own vehicla ——y
i |
! O
e
17. How much does it cost you on transpart —_—t {8. Do you pay anv rees/charge
per trip ? . to opuirate in thls market ? —
. — s Yes ' No 2 >22 —_—
19. How much does permit and licence cost you ? ! i H 19. How much 7 Kzh. c..cccecacns
'l A el .
P L

27. How did you obtain the capital ?,
21. How much capital did you use to start this enterprise ? ———— 2. cavings b. credit/loan
L2 ¢, other (sp.).cceces

23. Do you require permit to transport your gaoods ? Yes 1 No 2> 25 —_—

24. How much does the permit cost Ksh. per yr/mth acvesveas/livenena



Cs OTHER_MARKETS

25. Do you operate in other markets doing this sama business ? 1. Yes 2. No >27

25. a. b. Cc. 27. wWhat other income generating activities

T EEEOIEAEERAESISNARNTIIBSIINE do you have/operate ?

{What other !What iwhat arel a. b. c. d. . f. .
lmal'l.ets ldays Xyour uzg-a:-.:-.-na-=s==--.====-=n-ﬂ.------::-.--.-n:-:'--------u-.ua---s-

14. Other sp.

!
jdo you ldo Idaily ] jOther income iHhere is lHow far lHow much iWhen did IWhat proporti-|
loperate in fyou Isales ] lgenerating 1C) locat-ifronm imoney do lyou startlicon of a weeks |
{ latte-ithare ] lactivities led ithis tearn from lthis Itime do you ]
i tnd 1 [ ] 1 lmarket (it per tother lspent on other|
fommmmm———— S | ———————— ] } R ! imonth tactivity lactivity ]
| ! ! i | l ! t ! 1 1
| ! ! (] jom—mmmm s e - == §=—- 3 —_—— 1
t ! ! ] it. Fara/ ! t ! -. 1 ! i
] ! ! i ] livestock ! | i ! 1 ]
1 ! ! ] 2. Business | ! ! ! ! i
(] ! ! | ] in town ! ! t ' ! 3
] ! ! ] 13. HWage 1 ] H H ! i
] H ! [ ] | emp loyment! L} } | 1 1
| ! t 1 ! t ! ! 3 i
i ! ! i ! ! ! ! 3 ¢
[y 4 a

28. Which of tha following problems do you face in operating your business ?

a. purchasing inputs/ raw materjals b; ocbtaining trade licence
c. getting to the market d. lack of suitable place to locate in the market
@. insufficient capital f. other (sp.lecececcccsce .

29. What probless do you have expanding your business ? (SP.) ccececesconcsnas

f€E.1]1 = End of Interview. Thank youl
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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 1 is appropriate
and suitahle for 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, central government, parastatals, trade
organizations, and training institutions. More detail is also needed
regarding infrastructure and its effects ou 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 erea 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



132

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.

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 chenge in response to altered
conditions and incentives in the recent past would yield better insights
into needs and likely responses to RTPC interventions.

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.

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 exchanrge 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 lirkages of enterprises that figure prominently in
agricultural marketing and input supply or trade with rural households.

Study macropolicy issues in greater depth.

The effects of macropolicies loom large in local econcmies. Interventions
that make sense under one set of macropolicies may make no sense if those
policies are changed. Research needs to concentrate on now 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 altered policies. This would
not only serve the RTPC, but would also serve policy reform deliberations.

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 efforrs. 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 bz prepared as a starting
point for future RTPC study teams. The handbook should contain recommended
nrocedures, cautionary advice regarding pitfalls, and coordinated and pre-
coded 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 "catciment" area of
the RTPC, the potential catchment area, and aspects of other settlements
outside the immediate vicinity to which the RTPC has significant
sociveccnomic links.

3. Train research teams to undertake RTPC studies.

One or a small anumber 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 example, the Kutus study area is a small one and the rural
portion is ethnically homogeneous. No significant spatial or economic
patterns of farm household consumption were discerned in agsociation with
individual cemmodity 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 rescurces 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 ve 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,
could be very expensive indeed. It is essential that the target and
objectives of RTPC research be formulated with great care SO that only the
minimum research necessary is carried out, but carried out with clear
diraction. Once the purposes and limits of the research are well defined,
funding should be carefully measured to be appropriate to the task.

2. Foraulate an RTPC research programme.

Future RTPC research should not be undertaken piecemeal. A long term
research program shnuld be formulated that includes preparatory work such as
development of the nandbook mentiored above, and identifies a sequence of
RTPC studies coordinated with selection of RTPCs and implementation
schadulaes for RTPC investments. The program should be institutionalized,
and a permanent coordinator should be designated. The RTPC research program
should be coordinated with, and perhaps associated with, the research
progran for the Rural-Urban Marketing Programme.



