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EXECUTIVE SUMMARY

Fertilizer Marketing in Kenya Prior to 1975

Kenya had in place a viable fertilizer marketing system prior to
1975. At that time the private sector planned and made decisions
relating to fertilizer imports, types and quantities to be importeg
and timing of such imports. The private sector arranged for
distribution and the Kenya Fertilizer Association worked cut
selling prices which were submitted to the Govermment for
approval. There was some competition and various services wera
provided. Government involvement was limited to payment of
subsidy, extension and research services. Ouring that tinfe,
fertilizers were available predominantly to the large-scale farmers
in time at the correct place. Availability and use by . small
holders was limited and this was of some concern to the GOK.

GOK intervention in fertilizer marketing

The o0il crisis in 1973 caused turmoil in the fertilizer markets
worldwide. The effects of the turmcil were felt in Kenya too. The
rapid escalation of prices as well as serious fertilizer shortaces
caused a great worry to Kenya and particularly the GOK. This
situation triggered increased Governmen: involvement and contrcl
in fertilizer marketing. The GOK's interventions incluced:

a) Rigorious applications of control on fertilizer prices.

b) Direct importation of fertilizer in the form of aid-in-kirz,

c) Use of fertilizer received as aid to keep the local sellinrg
prices of fertilizers low.

d). Granting of monopoly to the inexperienced Kenya Natioral

Federation of Co-operatives and later to KFA (now KGGCU) fcr
aid fertilizer distribution.

e) Introduction of fertilizer import quota allocation system.
f) Unsuccessful attempts to set up domestic fertilizer
manufacturing.

All these factors increased Government involvement and controls in
fertilizer marketing. This led *o: '

a) Reduced role of the marketing organisations (the majority of
them private firms). Private sector marketing decisions in
the fertilizer sector regarding types of fertilizers to be
imported, timing of importations, and prices were removed.

b) Price margins were kept too low, at times, and hence
unattractive to fertilizer importers and distributors.
c) The KFA {(now KGGCU) emerged as a virtual monopoly

controlling over 80 par cent of the fertilizer market in
Kenya. '
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3.

. With these developments, the commercial inarketing system was thrown

into disarray. Availability of fertilizer to farmers in correct
quantities and in time became a major problem, particularly among
small holders.

Aid Fertilizer

Kenya received aid fertilizer, for the first time, in 1974. Today
aid fertilizers account for over 60 per cent of fertilizer supplizs
to Kenya, In 1987/88, 225,265 metric tons were imported to Keny:z,
Out of this, 142,315 metric tons (6.3%) were supplied as
aid-in-kind.” USA is a major supplier of aid fertilizer to Kenya.

Through U.S.A.1.0, the US first supplied fertilizer to Keh?a in
1974, These fertilizers, as well as other aid fertilizer, did nct .
reach the farmers in time or at competitive prices since the
marketing system was in disarray.

Fertilizer Marketing Development Program

By 1982, there was already sericus concern on the part of USAID
about the inadequate fertilizer marketing system. It was therefcre
agreed that 14,200 metric tons of fertilizer supplied by USAID
under 1982 Development Assistance Grant would be distributed
through private sector firms. The fertilizer arrived in 1983/54
and was indeed distributed by 7 private sector firms including tre
KFA. The IFOC studies of 1984 and 1986 commissioned by USAID/Kerva
confirmed that the fertilizer marketing system needed -ef: -,
USAID therefore launched the Fertilizer Marketing Program as a
component of the Development Assistance (DA) Grant and Economic
Support Fund Agreement (ESF). Under this program, the US has, tc
date, supplied 134,301 metric tons of fertilizers worth US dollars
39 million.

The main objectives of the Fertilizer Marketing Development Program
are; -

a) to increase involvement of the private sector in fertilizer
marketing in Kenya; '

b) to improve the capacity of the Government of Kenya in
fertilizer planning;

c) to encourage those involved in agricultural inputs
distribution to invest in retail marketing network :nd

. services;

d) to increase overall supply of fertilizers in the country;

e) to increase farmers awaraness of the value and proper use cf
fertilizer;

The long term goals are:-

'é) rutting in place the founcations of a viable commercial

marketing system;

-

]
)ﬂ
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. b) ‘assisting the Government of Kenya to develop and implement a
national policy on fertilizer marketing;
c) increasing fertilizer availability and use in Kenya,
particularly by smallholders in rural areas, and;
d) helping the Government of Kenya o better define and play

its role in ensuring fertilizer availability to farmers as,
and when recuired.

The strategy for achieving the above goals anc objectives was in the form
of the Conditionalities and Covenants in the various ESF and OA
Agreements promoted as policy and procedures charges since 1983. The
sequence of policy and intended procedural changes, and the goals and
objectives to be achieved by them are illustrated schematically below, '

, *
I

Policy and Procedural Changes Goal/Objective

Year

1. Cancellation of GOK/KFA
sole distribution Agency
Agreement

1983 [i) To lead to wider
gengraphical cdistribution
of fertilizer in rural
areas through increased
number of distributors

i1)To encourage competiticn
at wholesale and retail
levels

2. Establishment of
Fertilizer Committee

1984 To create and increase
GOK's capability to
understand fertilizer
policy issues and to plan
and develop changzs to

I
I
|
|
|
[
|
|
|
|
|
|
|
|
I
|
|
|
} improve fertilizer
1
|
|
|
I
|
|
I
|
|
|
|
I
[
|
|

——— e

marketing efficiency

1584 To enable GOK to better
understand the country's
fertilizer requirements ty
type and gquantity and to
plan ahead for timely

delivery

3. Development and Publication
of Fertilizer Import Plan

1984 |i) To adequately compensate
fertilizer importers and
distributors '

ii)To establish wholesale and
retall prices on a timely
basis to enable farmers,
distributors and importers
to plan ahead

4, Review and Revision of
the Fertilizer Pricing

I
I
I
|
I
I
I
l
|
|
|
I
I
|
|
I
|
|
|
I
r
|
|
|
I
I
|
I
I
I
structure as appropriate :
|
|
[
I

—_—_——————n—t—_——_—_——————_——— e — ]

e e e e e e e e
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leaflets on fertilizer use
The leaflets to be
produced by the Ministly
of Agriculture in
conjunction with research
organisations

-awareness of the value and

proper use nf fertilizer

| Polity and Procedural Changes : Year i Goal/Objective
|
| | ]
| 5. Authorization of a | 1984 | To serve the smallholder
| surcharge on smaller | | farmers better by offerirg
| fertilizer bags other than| | for sale fertilizer ang
| 50kg bags to compensate | | more affordable smaller
| distributors for ! | bags. This was expected
| additional costs of | | to increase fertilizer use
{ handling ancd bagginrg : | by smallholder farmers.
I
| 6. Payment for Government aidl 1984 | To ensure GOK's exact
| fertilizers either in casni |  timing and collecticn of
| or by Bank Guarantee not | | counterpart funds amd
I to exceed 180 days I | instill accountability an-
I | | efficiency both at GOK and
| }_ } distributcr levels
|
| 7. The r~ to make timely | 1984 | To ensure that donor
| reque. . for donor | | fertilizers are -ielivered
| financed fertilizers. The| | in time
N GOK to communicate recuestl| |
[ to donors by August 15, | |
| of each year | |
| | )
| 8. Formation of Natiomal | 1985 | To create a forum for
| Fertilizer Association. | | fertilizer importers/
| The GCK was to facilitate | | distributors to voice
| the formation of the | l their needs and constzints
| Association by assisiing | | to GOK and to encourags
| in its registration. | | the development of
| The GOK was also to | | policies and procedures to
| inform the Association | | promote more efficient
| about formulation of | | fertilizer marketing
| imports plan and invite | | )
| its comments on the | |
| import pian ) | I
T - I T
| 9. Oevelopment of educational| 1985 | To increase farmers
| I |
| I |
| I |
| | |
I | |
| i I

e B i R e i e e el Saseel b
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pricing formular
establishirg wholesale and
retail prices based on
Benchmark International
Price (BIP)

importation and supply of
fertilizers at competitive
wor.d market prices and

ultimately reduce the cost
fertilizer to the farmers

. I |
Policy and Procedural Changes l Year { Goal/Cbjective
_ | [

10. Enforcement of | | To ensure that all firms
aistribution criteria by | | allocated fertilizers were
which importers are | | genuine and willing to
legible to receive USAID | 1985 | invest in distritution
financed fertilizers. Thel| | facilities
Government of Kenya was | I
to require that oniy | |
distributors meeting | |
certain criteria would | I )
receive USAID financed i I ~
fertilizers for selling | |

| |

11. Allow allocations to | 1986 | To increase overall
end-users to their proven | | fertilizer supply and
requirements. End users | | increase access to it by
were defined as I |  smallholdgers through
co-operatives with | | co=-operatives and hence
proven requirements of | |  increase fertilizer use
more than 2,000 metric | | by smallholders.
tons per year I [

| |

12. Import allocation | 1986 | To give incentives to
preference to be given to | | genuine importers ang
proven importers | | distributors to invest in

[ | retail services and exgand

| | distribution to small

{ | holder rural farming areas
I

13, Aniouncement of fertilizer| |  To ensure fertilizer
import allocations and | 1986 | supply and timely
prices by a specified I | availability by
date, specification on | | encouraging importers to
quota for each season and | | plan zhead and to make
periodic review and I | timely deliveries
revision of prices I I

[ |
14, Implementation of a new | 1986 | To encourage efficient
I I
I |
| |
I I
I |
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for improved co-ordination

and management of donor-
financed and commercial
fertilizer imports

I
I
I
I
I
[
|

fertilizers on commercial
importers willingness to
import and invest in
fertilizer distribution
network

| ] I I
= Policy and Procedural Changes } Year : Goal/0bjective |
!
| ! [ I
115. Establishment of Wholesale| 1986 | To encourage fertilizer !
| and retail margins with | | distributors in rural !
I adequate incentives for | | areas to invest in I
| .retallers to invest in | | expansion of distribution |
i retail marketing services | | network thereby increasing |
I | |  fertilizer supply to !
I | | smallholcer fetmers in !
| I | rural areas ) i
| | ! - |
|16. Establishment of | | To enable the GOK to |
| fertilizer Monitoring Unit| 1986 |  better carry out ifport I
| The unit was to monitor | | planning, price revievs I
I the national and world | | and monitor the import of
I fertilizer situation ana | | policy and procadural |
| develop a fertilizer | | changes and prodcedural I
| information system on | | necessary adjustments !
| requirements, prices, I I |
| imports, and cost/benefit | | |
| studies | | _
I | i T
|17. Increase total fertilizer | 1586 | To increase competition in !
| supply through commercial | | fertilize: marketing and
I fertilizers imports and | | . improve fertilizer |
| carry over stocks in each | | availability and use by I
| annual plan consistent I | smallholder farmers |
| with expected demand. ! } L
1 f i
|18, Undertake feasibility | 1986 |i) To enable t::? GOK to I
| study to review existing | | reduce its role in |
I import allocation | | fertilizer allocation and |
| procedures so as to ! | hence readuce I
I shorten time and reduce | | administrative costs of
| steps in the fertilizer | | GOK's involvement I
| import licensing process | |1i1)To improve the efficiency |
I I | of import allocations and |
| : | licensing system I
| | |
|19, Formulation and ' To eliminate the negative |
! announcement of a policy 1986 ‘ imports of donor I
!
l I I
| I I
I I I
| I |
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estimation of total
national fertilizer ’
requirements -

methocologies and data
base for making more
accurate forecasts of
annual requirements

.

I ; [ [ P
| Policy and Procedural Changes | Year | Goal/0Objective |
| | I I
| l | |
|20. Removal of certain types | 1987 | Instituted by the GCK to |
| of fertilizers from importl| | reduce its control to only |
I allocation system and | | those fertilizer types |
| deregulation of their | |  considered crucial for I
{ prices | | agricultural procucticn |
| | !
|21. Imnrovement in | 1987 | To lead to more accurate !
| | I 'l
| | I |
I | | |
I | | |

5, Observed Impacts from Charces

5.1 Impact on Avajlability to farmers

Fertilizer availability to farmers and particularly to smallholder
farmers in rural areas has improved over the last 5 years. Atout
40% of the farmers interviewed stated their fertilizer has tecome
more available. The distance whict: the farmer has to travel to

obtain fertilizers has been reduced considerably and 43% of %re

smallholders are now able to obtain tneir fertilizer requirements
within a kilometre from their location.

While wupto 4 years ago, 85% of farmers obtained their fertili:z
from KFA (now KGGCU) only 47.1% of the farmers interviewed sta
they were now obtaining fertilizers from KGGCU. Although KGGCU .3
still dominant due to its extensive distribution network, its shars
has been reduced and the farmers now have a wide choice of
suppliers and hence there is more competition than 5 years ago.
About 31.7% of the farmers interviewed stated they had changz=d
their suppliers.

cr (D
(L 3y
QW

Another indicatcr of availability is the timeliness of
fertilizers. Nearly 75% of the farmers interviewed stated that
timeliness in the availability and $upply of fertilizers had
improved, and 53.3% stated trey were able to obtain as much
fertilizer as they liked.

The most preferred package is the traditional 50kg bag. However,
the smaller packages of 25kg and 10kg bags a&are popular with
smallholders growing maize and horticultural crops. These
smallholders can now afford to purchase the smaller packages of
25kg and 10kg which reduce the cash outlay needed.

The improvement of fertilizer availability over the last 5 years
can be attributed to the following policy changes promoted Oy
USAID/Kenya:
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5.2

5.3

5.4

a) Cancellation of sole distribution agency agreement between
GoK 'and KGGCU.
b) Liberalization of the fertilizer marketing system and
’ increased involvemsnt and participatiz~ of the private
sectci in fertilizer distribution,
c) Authorization of surcharge on small fertilizer packages.
d) Timely allocation of fertilizer import quotas.

Impact on Use by Farmers

About 95.5% of farmers stated that they wused fertilizers

regularly. About 55% reported that their use of fertilizers has
been increasing. All wheat and coffee crops were fertilized whilis
90% of maize, potatoes and norticultural crops received scme
fertilizer. About 6l% of the farmers increased their fertilicer
use because it has been more availables than it was 5 years ago,
while 12.4% were more aware of the benefits of fertilizer use.

About 45.4% of all farmers stated that their use of USAID "DAP has
been increasing over the last 5 years. The reasons given for
increased use of USAID DAP by the farmers were its ready
availability, and that it was a good and strong fertilizer.

In summary, fertilizer use by farmers and in particular by the
smallholder farmers in rural areas, has increased over the last 5
years. This increase has resulted mainly from increased
availability of proper types of fertilizers in adequate cquantitices
and appropriate packages at the right time and at more ccmpetitive
prices which come about as a result of the various policy changes
promoted by USAID.

Impact on Farmers' Knowledge of Fertilizer Tyoes, and Benefits

Advice from the Agricultural extension service is the main source
of knowledge of reason for use of fertilizers by farmers. Only
23.8% of the farmers interviewed reported that they received
information from fertilizer dealers and only 21.l1% said that they
were being educated by fertilizer dealers.

About 39% of the farmers were more aware of the benefits of
fertilizers use now compared to the previous 5 years. About 72%
are today aware of the differences between various fertilizer
types. Farmers are also aware of the consequences of using wronj
fertilizers on their crops. About 85% stated that their knowledge
of fertilizers had increased and 87.2% had improved their farming
practices. There has, therefore, been an increase in farmers'
knowledge about fertilizer use in the last 5 years.

Impact on Proper and Safe Use of Fertilizers by Farmers.

About 91% of the farmers stated that fertilizer use increased their
yields. This is an indication that fertilizers are being uszd
properly. About 73% of the farmsrs were aware of the differences
between various types of the fertilizers and their use. They were
also aware of the consequences of using wrong fertilizers e.g. tney
stated that use of top-dressing fertilizer for planting would

result into reduction of yields.
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5.5

5.6

5.6

Impact on Distribution Cutside Major Market Centres.

The number of retailers (stockists) in the rural trading centres

" who stock fertilizers has increased markedly in the last 5 years.

Rural trading centres now have 3-4 fertilizer stockists who also
stock other agricultural inputs. Moreover, there are numerous
"seasonal"” stockists who deal in fertilizers and other inputs only
when the season is on. The various distributors reported that tne
had increased the number of stockists.

Co-operative Unions have also increased their involvement in
fertilizer distribution through Co-operative Societies in the rural
areas. The increased willingness and ability of distributors to
appoint or wuse stockists t> agistribute fertilizers is a result cf
increased supply of fertilizers with better margins now compared ' to
5 years ‘ago. Thus, fertilizer is now more available in the main
market centres and the surrounding rural trading centres.- This
increased availability in the last 5 years is partly due to

- increased participation of the private sector in fertilizer

distribution; a policy promoted by USAID.

Impact on ODistributors to Invest in Distribution Facilities and

Services,

Nearly 90% of the distributors interviewed operate a distribution
network. As stated above, however, the network is mainly the
various stockists. .Only 50% of the distributors actually cperate
branches or sub-branches. About 57% of the distributors have nct
done any investment in the distribution capacity such as storage
warehouses, lorries, etc.; and 18% repcrted that they had reduced
their distribution capacity. The reason given by distributors for
this non-investment in new capacity or its reduction is increasesd
competition from the new entrants in the market in the last 5
years. New entrants, however, view their new businesses in
fertilizer and agricultural inputs distribution as new investments;
and rightly so.

while 95% of the distributors stated they were providing essential
advisory services compared t2 only 76% who did so 5 years ago, tne
service provided is mainly the selling of fertilizers and advice cn
its use. Oruy 2 distributors operated a soil analysis laboratory
and only 10%¥ of the distributors made field visits to clients.
Thus, although there have been some investment in distributicn
network and services, the main investment has been in the form of
new agro-inputs businesses which have come up across the country in
the last 5 years as a result of the opening up of the market; a
policy promoted by USAID.

Impact on Wholesale and Retail Prices

About 35% of the stockists interviewed stated the profitability of
fertilizers was higher and 30% said that such profitability had
improved over the last 5 years. Increased profitability nas
enabled stockists to stock more fertilizers and attractea new
stockists to sell fertilizers. About 43% of the
importers/distributors found it easier to give discounts compared
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5.7

5.8

to 5 years ago. This is cue to increased profitability/marzins
obtainable on aid fertilizers and direct allocations to

.~ distributors who previocusly could not obtain direct allocatiors

from the Government,

The majority of the farmers paid the full Maximum Retail Price for
fertilizers. Only 12.3% of the farmers obtained discounts and
these were the largescale farmers. It appeared that the majority
of the farmers, particularly the smallhcldsrs, are not even aware
of the Maximum Retail Price. There is fertilizer price competition
at wholesale level and at major market centres. There is, however,
little price competition at retail level in the rural areas.

Impact on Imoorters to Import Correct and Sufficient Quantities <f
Fertilizers at tne "Right Time and at Comcetitive Prices

About 92% of the lmportera are better able to plan thelr/impor:s
compared to only 50% five years ago. Importers also now aoply
competitive methods of procurenent fo obtain fertilizers at
competitive prices., This hes been brought about by the application
of the BIP Pricing System.

However, importers bhave not been able to import sufficient
quantities of fertilizers in time. The main reason for this has
been GoK's involvement in determining Maximum Retail: Prices which
are often announced late. Although the demand forecasts are done
in time and imports targets are set, and allocations issued in
time, the targets are not met due to price uncertainty.

Impact on the GOK to devwlop and Inplement Imoroved and Useful
Policies and Procedurs

The study found that the following improved and useful procecires
had been developed ovar the last 5 years:

a) The estimates of requirements are based on more realistic
_ data compiled by the Inputs Monitoring Unit. Five years acgo
the estimates were theoretical. The Ministry of Agriculture
prepares the Fertilizer Anrual Plan.

b) The Ministry of Agriculture closely monitors stock levels,
sales and performance of the importers. The Central Bank of
Kenya is informed well in advance of the import
requirements, and allocations it order to ensure timely and
adequate availability of foreign exchange.

c) The GOK has encouraged the formation of the Kenya National
Fertilizer Association which it registered in 1986. The
Association is proving to be an effective forum for cialogue
between the Fertilizer Trade and the GoK on fertilizer
matters and allows the importers/distributors to speak with
one voice.

d) A standing steering committes on the Movement of Urgent
Public Traffic (including fertilizers) has been formec. The
Committee ensuras that fertilizer arriving at the port of
Mombasa is transported to strategic points of consumpticn as

soon as it arrives.
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e) The.GOK has recently published a Nationmal Fertilizer Policy
Paper in which the importance of fertilizer is clearly
recognized. In the policy paper, the problams of the
fertilizer industry and marketing are well articulated and
positive solutions to these problems are stated.

The GOK is clearly better able to assume a more positive role in
fertilizer policy and procedural matters to increase fertilizer
availability and use.

5.9

5.10

Impact on GOK to Improved Flanning

GOK's planning on fertilizer has improved tremendously over the
last 5 years. This is a result of the following measures:

a) The formation of the Fertilizer Committee whose members have
focussed a lot of attention on fertilizer matters and
thereby gained considerable experience and knowledge on
fertilizers.

b) The establishment of the Inputs Monitoring Unit in the
Ministry of Agriculture has ensured improved availability of
reliable data on imports, stocks, prices, requirements etc.
Five years a2go, such data was not readily available. :

c) The training of Government staff involved in fertilizer
matters through USAID sponsorships.

Impact on Donors to Finance Fertilizer Imports and Foster Marketing

Development through their Programs

The rumber of fertilizer donors and quantities of aid fertilizers
to Kenya have increased. Whereas in 1983/84 only 4 donors (USA,
Netherlands, Japan and F.A.0.) supplied 21,548 metric tons to Kenya
as aid, 1l countries are supplying over 140,000 metric tons of aid
fertilizers today. Italy, which did not supply aid fertilizer in
the past, started doing so in 1984/85. West Germany, which had
stopped supplying fertilizers in 1978/79, resumed its aid supplies
in 1986/87. The share of aid fertilizers has risen from 36% in
1984/85 to 63% of total fertilizer imports in 1987/88,

Through the initiative of USAID, there has been better donor
co-ordination. Following the example of USAID, there have been
attempts, albeit varied, by other donors to promote some fertilizer
policy changes. Japan, West Germany and Finland have agreed that
thetr fertilizer aid be supplied in the same system promoted by
USAID. The Netherlands have agreed to 504 of their fertilizers aid
supplies to be distributed in the same manner. Thus there is
increased support, by other donors, of the policy and procedural
changes promoted by USAID. It is clear that USAID has provided
important leadership in this context and that many donors look
forward to the success of the AID Fertilizer Market Development
Program.

A recent notable development is the apparent unanimous agreement
within the donor community that the most effective way to recuce
GOK involvement is to phase out aid-in-kind supplies of fertilizer
and replace it with other type of assistance, such as balance of
payment support which would greatly increase the role of the
private sector in fertilizer marketing.
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5,11 Impact of Donor Fertilizer on Commercial Fertilizer

6.

8.

Dornor fertilizer is of great benefit to agricultural development in
Kenya. However, it could hamper the development of a self
sustaining commercial fertilizer system. There is evidence that as
a result of the policy and procedural changes promoted by USAID,
Government's fertilizer management and planning have improved.
Such improvement has reduced the negative impact aof donor
fertilizers on commercial fertilizers.,

Progress Towards Meeting Objectives

There has been expended private sector involvement in the °
fertilizer sector in Kenya, improved GOK capacity to collect and
analvse fertilizer sector data for better planning and

decision-making; increased fertilizer retailing; increased farmars'
awareness of the benefits and proper use of fertilizers and
increased overall supply of fertilizers in the country. The
objectives of the USAID Fertilizer Marketing ODOevelogment Program
have therefore been broadly achieved., There is, however, need for
further attention to be given to encouraging distributors to invest
in retail marketing capacity and services since opening up of the
market has tended, in the short run, to discourage such investment.

Progress Towards Meeting Goals

Significant progress has been made towards achieving the goals of
USAID Fertilizer Marketing Prcgram. Specifically, fertilizer
availability in rural market centres and use by smallholder farmers
has increased. The GOK has developed a Nationmal Fertilizer Policy
on fertilizer marketing and is better able to define and carry cut
its role in the fertilizer sector. Indeed, the foundation of a
viable commercial marketing is taking form.

The Strategy for Future USAID Programs Aimed at Continued
:ﬁﬁiﬁvement of Fertilizer Marketing, Availabllity and Use 1n Kenya

A viable commercial marketing system is emerging in Kenya. Thare
is an increased involvement of the private sector firms who are
expanding their distribution network. This has resulted in
increased availability and use of fertilizer by the smallholcer
farmers. The GOK has pecun to liberalize the market. Although the
country is still far from having the same fertilizer marketing
system which was in place upto the mid-1970s, there have been
significant, beneficial, policy changes implemented since 1983

which, if continued with the same momentum, will result in a viable
commercial marketing system.

qp
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Remaining Constrainc<s:

" a) The supply of fertilizer aid-in-kind has necessitated
increased and continued involvement of GOK in fertilizer
management. This has denied the private sector the
opportunity to make the crucial marketing decisions on
importation and distribution of fertilizers. It has created
uncertainties which have mitigated against investment and
development of the marketing system. There is therefore,
need to supply aid fertilizer in forms tnat minimize GOK's
involvement, such as in the form of balance of payment
support.

b) Whilst the decision to open the market is sound, it has led
to allocations being granted to end-users. Allocations to
end-users have taken away the large-scale sectcr from the
distributors and left them with the, less profitable
smallholder market segment. The smallholder market segment
is limited and expensive to service and cannot alone support

-, a meaningfully large fertilizer private sector.

c) Price control remains a major constraint. GOK has not been
able to announce fertilizer selling prices on time., ° This
has often resulted in non-importation of fertilizers. It is
therefore desirable that fertiliZzer price control should be
removed. In the meantime, efforts should be made to
announce fertilizer prices simultanecusly with import
allocations before July 15 of each year. These prices which
should be reviewed at least twice a year to take care of
changes which might occur in the world market prices, should
incorporate adequate wholesale and retail margins.

d) The Inputs Monitoring Unit in the Ministry of Agriculture,
though already established, does not seem to be fully
integrated in the civil service adecuately enough to
guarantee staff terure and continuity. It is presently weax
and needs strengthening.

e) Lack of credit is a problem. The stockists play a crucial
role in distributing fertilizers %o the farmers who have nro
access to credit. With an effective credit system, rural
stockists would stock and distribute more fertilizers to tha2
smallholder farmers. The credit issue, particularly credit
to fertilizer stockists, demands urgent attention.

) The increased use of fertilizers has brought into focus the
need for improved soil management practices to reduce any
negative effects of fertilizer on soils and environment.

Desirability and/or Scope for Contirued USAID Involvement in
Fertilizer Marketing in Kenya

a) Validity of Current Gcals and Objectives

All goals and objectives of USAID Fertilizer Marketing
Development Program remain valid. Significant progress has
been macde towards their achievement, but a lot of scope
still remains. USAID has provided much needed leadership 1in
initiating and promoting the reform process necessary for
eventual full davelopinent of fertilizer marketing system in

] . | Y



Agriconsult

b)

c)

.Ken}a. The GOK sesms to fully appreciate USAID's efforts to

this end anc most other donsrs are gracually supgorting CCK
towards this. USAID's continued leadership will therefore
be crucial in ensuring that the development of a commercial
fertilizer marketing system remains on a firm founcation.

Areas Needing Continued, Refined or Expanded Attention

i) The other donors should be encouraged to review the
nature of their fertilizer assistance to Kenya, sO
that such assistance promctes the development of a
viable commercial fertilizer marketing system.

ii) Prices of all fertilizers should eventually be
decontrolled. In the short run, prices should te
announced on time and prices at stockist level in
the rural market centres be liberalized immediately
since there is no proper basis for setting such
prices,

iii) Opening up the market has resulted in a wide
private sector participation. The focus should now
be shifted from further expansion to strengthening
of private sector firms that have so far
demonstrated interest in contirued involvement in
the sector.

iv) There is need for the Government to appreciate the
need for, and to ensure, continuity of the Inputs
Monitoring Unit. -

Indications from GOK, Other Donors and Private Sector for

Contirued USAID Involvement in the Sector

The GOK welcomes contirued involvement by USAID subject to
the modalities of such involvement being worked out and
clearly understood by both parties. The donors are
generally supportive of the policy and procedural changes
promoted by GOK/USAID to develop a fertilizer marketing
system. Indeed, there is evidence that donors appreciste
USAID's leacership in this area. The farmers who have
benefited greatly from USAID Fertilizer Marketing
Development Program are happy with USAID's DAP. Although
the main distributors are concerned with "unfair
competition” from non-geruine distributors who receive
allocations, the private sector has benefited immensely fr<m
the program and looks forward to USAID's continued
involvemsnt in the sector.
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Strateqy for Future USAID Involvement

The USAID Fertilizer Marketing Program has progressively evolved
from one promoting improved GOK fertilizer management to one
promoting a viable commercial fertilizer marketing system
development, Significant progress has bsen made towards
achieving the objectives and goals of the program and a
foundation for a viable commercial marketing system nas teen
laid. The main obstacle to the development of this marketing
system, however, is the supply of fertilizers in the form cf
aid-in-kind by various donors which has necessitated aeeper
GOK's involvement in fertilizer sector particularly in
allocation and pricing. . _ -
It therefore seems clear that the best strategy for the future
is for the donors to provide assistance in the form of foreign
exchange for purchase of fertilizers while progressively and
selectively phasing out supnlies of fertilizers in the form of
aid-in-kind. In doing so, however, a system of disbursement of
fertilizer aid funds should be carefully designed and
implemented so as to avoid possible disruption of fertilizer aid
supplies. This strategy should be implemented in such a way
that it supports and complements GOK's fertilizer policies as
articulated in the National Fertilizer Folicy Paper.




A.

Background
ll

USAID/KEMYA FERTILIZER MAMVETING CZVELSPMYTHT IMPACT STLCY

CHAPTER I

The Fertilizer Sector

1.1

1.2

Growth and use:

The use of fertilizers in Kenya can be traced back to the
1950's. During that period, hcwever, fertilizer
availability and use was restricted to plantation crops
such as coffee, tea and sugarcane grown on large estates.

It was not until independence in 1963 that fertilizer use '
. among smallholders started. Cemand for fertilizers by the

smallholder African farmers grew remarkably folldwing the
introduction of hybrid maize, improved smallholder- access
to land with sub division of European owned estates and
approval to grow cash crops like coffee and tea. The
growth in fertilizer consumption during the 1960's was
estimated at 10 percent per year.

Market Structure - Historical Perspective:

The Government of Kenya (GOK) recognised the importance of
increased fertilizer use and in 1963 established a Vorking
Party to identify constraints to fertilizer availability
and use by smallholder African farmers (Mackenzie Repert
1963). The major impediments were seen to be poor
distribution (particularly to meet the growing demand by
-nallholders) and prices. The existing distribution
system catered mainly for the large scale farmers. A
fertilizer subsidy together with distribution by
co-operatives and stockists were instituted. Thus the
first attempt by the government to address the constraints
to increased fertilizer availability and use through the
development of marketing system began.

Growth in fertilizer use during 1970s and early 19805 was
variable but attained an average rate of 5 per cent jer
annum from 1975 to 1982. The major cash crops, inciuding
coffee, tea and sugarcane, account for over 65 per cent of
the fertilizer used in Kenya. Another 19 per cent to
maize, 12 per cent to wheat while horticultural products
such as beans account for another 4 per cent.

There are two distinct categories of fertilizer end users
(market) in Kenya i.e. a) the large scale farms and
estates and (b) the small holders. Vhile the large sca.le
farmers and estates account for the bulk of fertilizers
used in the country, the share of smallholders has grown
dramatically from 15 per cent in the 1970s to 42 per cent
of the total consuiptions in the 1980s. However, lhe
percentage use by smallholders could and should be much
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i higher as the increased amount of food needed to feed
Kenya's growing population, will come from smallholder
production,
Although fertilizer use in Kenya is high by Sub=-Saharan
African standards, it is still low compared to Latin
America and Asia. However, the Government of Kenya set a
- growth target of 20 percent per annum in Sessional Paper
No: 4 of 1981 on National Food FPolicy. The present
consumption of fertilizers is slightly over 200,000 metric
tons compared to a potential of 650,000 metric tons per
year. As will be discussed later, this gap is largely ue
to policies and marketing constraints which limit the
availability of fertilizers in the Country. s
Owing to a great diversity in soil conditions and crop
types many types and grades of fertilizers are used in
Kenya. Kenya soils are generally deficient in Nitrogen
and Phosphate but have an adequate supply of Potassium.
The fertilizers used are therefore of high nitrogen and
phosphate content.. In 1986/87 the composition of
fertilizers used were calculated to be as follows:
Straight Phosphatic ’ 7.0%
Straight Nitrogenous 27.0%
Ammonium Phosphates 29.2%
Complex (NPKs) 36.0%
Straight Potassic 0.8%
Table 1 below shows the different types of fertilizers
used in Kenya in 1986/87:
Table 1.1 Types of Fertilizer used in Kenya 1986/19&7
T TYPE l QUANTITY T
} | (METRIC TONS) |
| |
| Sulphate of Ammonia (SA) 21% I 3,000 |
| C.A.N. 26% | 48,000 |
| A.S.N. 26% I 8,400 |
| UREA 46% I 8,750 I
| Single Superphosphate 18% | 4,000 |
| TSP 46% | 8,000 |
| D.A.P, 18-46-0 I 63,500 |
" | M.AP. 11-52-0 I 1,000 |
| N.P.K. 20-20-0 I 18,000 |
| N.P.K. 20-20-10 I 23,000 |
| N.P.K. 25-5-5+5%S | 36,175 |
| N.P.K, 17-17-17 l 4,500 |
| NP.K. 6-18-4Mgo+0.18 | 1,000 |
| Muriate of Potash 60% I 1,500 I
| Sulphate of Potash 505 | 1,000 |
| Others (Trace Elements) I 40 %
| .

/
75

— o tp—
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.All‘the fertilizers used in Kenya are {mported

commercially by various organizations including the
private secter and as aid supplied by various donors. Mo
fertilizer is wmarnufactured in Kenya, although a small
plant to produce Single Superonosphate (SSP) will begin
operation in Thika this year.

The trend in commercial imports and aid imports from
1982/83 to 1987/88 is presented in Table 2. The share of
aid imports has risen from 27 per cent in 1982/83 to 63
per cent 1987/88. Table 3 shows total imports by
fertilizer types. Table 4 presents the detailed breakcown
of ald fertilizer imports by country and the share of .
USAID supplies against total aid fertilizers imported over
the years. Table 3 in particular points out the s
significance and variability of aid imports which leads to
potential problem in rationalising a marketing system as
described in this report.

The fertilizer selling prices are controlled by the
Government through the Price Controller whc issues the
approved Maximum. Retail Prices from time to time. Since
1977, the prices have been based ¢n the C & F cost price
at Mombasa and are calculated using a formular of : (C & F
+30% + kShs. 100.00 = Selling Price F.0.R. Mombasa). The
Maximum Retail Price for different centres is arrived at
by adding transportation (mainly by rail) costs and
differs from one district centre to another.

Prior to 1972, there was little Government involvement in
fertilizer marketing. The role of the Government was
limited to approval of a Selling Price List submitted by
the then Kenya Fertilizer Association, payment of
fertilizer subsidy, and promotion of fertilizer use
through extension, training and research services.

Fertilizer importation and distritution were carried out
by several private sector organisations and the Kenya
Farmers' Association which was registered and operated
both as a Co-operative and a private company. The main
features of the system were:

(a) There was no fertilizer import quota allocation
system, Importers could imnort the quantities
and types they thought the market could bare

(b) Price control on fertilizers was not applied
rigorously. The Government, through the Ministry
of Agriculture, merely approved the Price List as
worked out and submitted by the then Kenya
Fertilizer Association.

(c) The recommendations of Kenya Fertilizer
Association, which drew its membership from the
main fertilizer importers were a major influence
in the government's decision on fertilizer
marketing policies.
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(d) There was the Fertilizer Advisory Committee
consisting of Government officials and
representatives from the fertilizer trade.

(e) Fertilizer importers had first to be recognised
and registered by the Ministry of Agriculture.
The recognition and the registration were
accorded on the basis of the following criteria:

i. that the importer (organisation) must have a
‘ distribution network, or show evidence that it °
was endeavouring to establish such a network

particularly in the remoter areas of the céuntry.

ii. that the importer organisation must have'
qualified personnel capable of advising the
farmers on fertilizer use and benefits.

The importers individually planned, sourced and arranged
for the distribution of the fertilizers. Ouring that
period, fertilizers were imported and were available to
the farmers on time. There was, indeed, some competition
in the market although it has been argued that the Kenya
Fertilizer Association encouraged non-compe:itive
tendencies or practices. Individual companies conducted
fertilizer promotional programmes. There were serious
initiatives by the fertilizer importers to establish and
develop stockist distribution networks on an exclusive

basis throughout the country. Figure 1 shows the existing

marketing channels during the early 1970s.

Table 1.2: Total Fertilizer Imports into Kenya 1982/83 - 1987/88 (Metric Tens)

|
TYPES OF IMPORTS | 1982/83 { 1983/84 | 1984/85

TOTAL IMPCRTS

| ] | | |
i | | 1985/86 | 1986/87 | 1987/83
| | | | |
I ] [ [ [
Commercial 150,500 | 188,160 | 133,324 | 199,552 | 148,049 | 82,950
Aid (donated) | 54,671 | 25,148 | 73,100 | 145,589 | 82,000 | 142,315
! | :
| !
TOTAL | 205,171 | 213,308 | 206,424 ‘ 345,141 : 230,049 { 225,265
' [ | [
AID AS % OF | 27% | 12% | 36% : 42% } 37% l 63%
{ | [

SOURCE::

Ministry of Agriculture - Nairobi
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TABLE 1.3:

Total Fertilizer Imports into Kenya 1983/1984 - 1987/1588

(Metric icns)

: TYPE { 1583/84 { 1984785 1| 1985/86 | 1986/87 | 1987/88
l l |
| - [ [ I l |
| S.A. 21% { 14,426 | 22,974 | 12,974 | 3,000 | 3,500
| CAN 26% | 44,506 | 27,000 | 40,700 | 4,800 | 36,500
| ASN 26% | 28,791 | 9,500 | 11,200 | 8,400 | 15,000
| UREA 46% | 5,494 | 15,600 | 38,500 | 8,750 : 6,500
| SSP 18% l | 3,000 | 7,000 | 4,000 | -
| TSP 46% b2, 562 | 4,000 | 15,900 | 8,000 | 6,300
| DAP 18-46-0 | 40,574 | 48,000 | 67,538 | 63,500 | 78,500
j MAP 11-52-0 | 16,045 | - | 8,500 | 1,000 | 4,953
| NPK 20-20-0 | 24,700 | 19,750 | 45,349 | 18,000 | 18,000
| NPK 20-20-10 1 ,901 | 19,000 | 40,500 | 23,000 | 15,110
| NPK 25-5-5+5S | 22,098 | 25,500 | 44,000 | 26,175 | 26,000
| NPK 17-17-17 | - | 4,100 | 6,460 | 4,500 | 5,252
| NPK 6-18-20+4Mgo | - | 2,000 | - | 1,000 | 1,000
| NPK 15-15-6+4Mgo | | 1,600 | - | 1,500 | 1,500
| MOP l | 2,600 | 2,100 | 1,040 | 4,020
| soP. | 1,368 | 1,000 | 2,000 | - | 40
| NPK 21-7-14 | - | - | - | - | 2,300
| Hyperphosphate | 1,000 | - | 2,000 | - | 2,000
| Other : 843 : 800 | 420 | 184 | 1,238
| : | |
| TOTAL [ 213,308 | 206,424 | 35,141 1 230,049 | 225,265
| | | I | |
SOURCE: dinistry of Agriculture - Nairobi



TRELE 1.4: Fertilizer Aid Sucplied to Kenya 1579/1960 - 1987/1988 (Lly - Auust) Metric Tors

| ONR | | | | l | | | | |
| CONRY | 7%/80 | ™™ |a/g |8sves | 83/84 | 8u/85 | 85/88 | 86/87 | 87/88 |
| | | | | | | a L.
|borvay | 9400 | 4700 | 580 | - | &3 | - | 22000 | 1som0 | 170 |
lDemazk | - | = | = | = | = 112850 11750 | = | - |
|sekn | - | = | = | 7@ | = | = |1050 | 1000 1500 |
IFinlaed | - | = | = | = | = |70 1800 | - | = |
| Netherlds | 40000 | 1000 | 18000 | 4000 | - | 26400 | 20000 | X000 | X000 |
|3 | 852 | 7500 | e00 | XD | 20 | AW | &0 | - | 675 |
ITtaly | - | = | = | = | - |lz2ml200 | =~ | - |
IWGemmary | = | = | = | = | = | = | -~ | 70|20]|
IFAO. | = | = | = | @o | - Lol - | = 1| = |
|USA | - |47 |288 | - |28 |200 | 2219 | 2000 | 515C |
| | | | : | | I | | l
| TOTAL | 57552 | 62217 | 53586 | 54500 | 21548 | 700 [l4s5® | &0 11415 |
| l l 2 | | | | | | l
| AAS S | | | | | | | | | |
| OO, | | | | | | | | | |
|.AID | = | &% | 3% | - | 5% | 2% | 28 | 2% | 3 |
| | | l | | | | I | l

SLRE: Ministry of Agriculture - Nairobi
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FIGURE 1:

KENYA FERTILIZER MARKETING CHANMEL UPTQ 1975

| OVERSEAS SUPPLIERS |
I |
{
|
|

!
| SUBSIDIARY UR REPPESENTATIVE CFFICE |
} OF OVERSEAS SUPPLIER/MANLEACTURER I
|
[ )
l
l
l

IMPORTERS/DISTRIBUTCRS |
(MEMBER OF KENYA FERTILIZER ASSOCIATION)® !

l l
| l
I
} STOCKISTS/CO-CP'S | l
| l
! l
|
I

[ARGE SCALE

FARMERS . | | NUMEROUS SMALL SCALE !

AND LARGE ESTATES | | FARMERS |
|

See Annex VII for List of Members of Kenya Fertilizer Association

Despite these early initiatives growth of fertilizer use
among smallholders cnly increased slowly and in 1972 the
Government established a Working Party (The Havelock
Report) to make further observations and reccmmendations
aimed at enhancing fertilizer availability and use by the
smallholder. The major constraints at this time were scen
to be lack of competition which led to high prices. The
report called for a major restructuring of fertilizer
marketing.

In 1972, the recommendations of the Havelock Report were
accepted by the Government. Among other things, it
reccnmended the abolition of the Kenya Fertilizer
Association arguing that it was a cartel which encouraged
non-competitive tendencies. It also recommended Lhe
abolition of the recognition and registration of
fertilizer importers on set criteria stating that this
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requirement mitigated against competition as it tended to
bar new entrants into the market. The report stated that
it was, in any case, the duty of the Government extension
and research service to provide the farmers with the
necessary advise on fertilizer use.

Beginning 1973, the oil crisis brought with it a turmoil
in the fertilizer market worldwide. Shortages of
fertilizer became rampant and prices were escalating at a
rate never known before. Kenya was not spared this
experience and the.Government, with little information oh
the market, became suspicious of the importers who wvere

now increasing prices in line with the world market” trends.

The Government reacted to this situation by:

(a) applying rigorous price control procedures on
fertilizer prices;

(b) attempting to enter into direct importation of
fertilizers through the Kenya National Trading
Corporations (KNTC) a parastatal concern, fully
owned by the Government;

(¢) requesting, for the first time, fertilizer
donations through the various aid programmes, to
be distributed by the Kenya MNational Federation
of Co-operatives ( 'FC) and later by Kenya
Farmers' Association (KFA) as the sole
distribution agent;

(d) ' forming a joint venture company for the
establishment of a fertllizer manufacturing
complex; and

(e) introducing fertilizer import quota allocation
system

Certain Government actions at the time threw the existing
marketing system into disarray. Delays in releasing
selling prices created uncertainties and resulted in
delays in importation hence late arrival of fertilizers.
Although the Government did not carry out any direct
importation, aid fertilizers started arriving in late
1974. These included those from USAID. The Kenya
National Federation of Co-operatives (KN-C), despite its
inexperience in fertilizer business, was appointed to
distribute aid fertilizer. It was also envisaged that
KNFC would remain the main agent for the cistribution of
GOK aid fertilizer. Early in 1975, the Government
announced selling prices for aid fertilizers which were
30% below the prices of commercially imported stocks.

I\



Huge losses were incurred by the private sector fertilizer
traders including the Kenya Farmers' Association (KFA) ard
It had also been agreed in the joint

venture agreement that the ill-fated Ken-Ren Chemicals and

become the sole importer of fertilizers ore year prior to

involvement and controls in the market were increasing ang

The commercial importers reacteq

-
s

”

not importing fertilizers unless prices had been
approved at acceptable levels prior to entering

reducing or stopping investment in fertilizer
marketing or business because of uncertainties

By 1983, the negative impacts of Government intervention

IMPACT

Ceased trading in
fertilizers andg
closed all its
branches

Ceased its operations
Under receivership

Under receivership
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also by KNFC,
Fertilizers Limited, which was involved in the
establishment of a fertilizer complex at Mombasa, would
the commissioning of the fertilizer plant.
By 1975, it was therefore obvious that Government
would continue to do so.
by:
(a)
any importation commitment; and
(b)
created by Government interventions.
on fertilizer marketing could be summarized as follows:
COMPANY STATUS
Mackenzie (Kenya) Ltd Importer/Distributor
Kenya Merchants SupplyA Distributor
Intag Limited Importer/Distributor
Sapa Chemicals Ind. Importer/Distributor

Windmill E.A. Limited

Albatros E.A. Ltd

Kenya National
Feceration of
Co-operatives
(KNFC)

Importer (Subsidiary
of overseas Company,
¥iinamill Holland)

Subsidiary of overseas
Company (UKF of
Holland)

Importer/Distributor

Sold its interest in
Kenya

Closed its offices
in Kenya

Under receivership
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At the same time there were no proper arrangements for the
distribution of aig fertilizer consignments arriving in
the Country. Aid fertilizer consignments changed hands
three to four times among clearing agents and some less
known distributors. There was total lack of
accountability and large quantitiess worth millions of
shillings were lost and could not be accountea for.

It can be seen from the above that a viable commercial
marketing system with little govermment involvement was
operdting prior to 1975. Marketing networks set up by
private sector distributors made sure correct types of
fertilizers were available to farmers at the right time at
the right place at competitive prices. The institution of
government controls on importation pricing and .
distribution put the system in disarray. Marketing
networks were no longer in place, and the growth of
fertilizer availability and use stagnated. The aim of
USAID's involvement in the fertilizer sector in Kenya was
to address these problems.

Overview of USAID involvement in the fertilizer sector prior to 1983

USAID first supplied fertilizers to Kenya through the Agricultural
Sector Program Loan signed in 1973. The fertilizers started arriving
in 1974, From then on United States supplied fertilizers to Kenya as
shown in Table 5.

TABLE 1.5: USAID Fertilizer Supplies to Kenya 1974 - 1982

TITLE | + AMOUNT QUANTITY

EAR | | PRODUCT | | ARRIVAL
I | US$ | | METRIC | DATE
55 | . l | _TONS L
1574 | Program Loan | 10 million | TSP | 10,500 | December, 1574
| | | DAP | 5,250 | Jarwary, 1975
I | | TSP | 5,000 | February, 1975
1580/| Economic | 20 millicn | DAP | 31,924 | Jarwary, 1981
1981 | Support Fund | | MAP | 10,216 | March, 1981
| (Fertilizer | | TSP | 20,910 | October, 198l
| Grant) | I | | Jarwuary, 1982
1982 Development | 4.4 million| DAP 9,200 1983/
MAP 5,000 1984

I |
| Assistance | I
| Grant (Agric | I
| Sector Grant)| I
| - | |

SOURCE: USAID/KENYA

In these earlier programs, prior to 1984, USAID supported the
fertilizer sector simply because using monng to supply fertilizers
satisfied several objectives simultanecusly”. USAID financing for
fertilizer imports was used mainly for balance of payment and

-

,‘I

-

]
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budgetary support. There were ng substantial policy issues raised in
these programs. Whilst the lack of inputs was cited as a constraint
to agricultural prodiction plans to immediately aadress the inguts
problems were not offered. Thus between 1980 and 1983 the prcgram
assistance agreements were non-conditional and there were no leng
term objectives or a strategy to address marketing constraints,

In 1983, a detailed study was commissioned by USAID to determine what
could be learned from earlier experience with financing fertilizer
imports. The following issues emerged from the study:

(a) There was poor accountability by the GOK's distribution agent,
the KFA, for the fertilizers it sold and the local currency
generations which should have been ceposited to the Treasury,

e

(b) Suspiciorn and mistrust existed between the Gcvernment and the
private Companies involved in fertilizer business, resulting in
no constructive dialogue to make changes.

(c) Several private sector firms were withdrawing from distribution
because of the uncertainties in the market and deteriorating
profit margins.

(d) Due to initial pricing problems where some aid fertilizers were
more expensive than commercial fertilizers initially, the KFA
scld little aid fertilizer and was left with large stocks and
carrying charges into the next season., This problem was later
resolved.

(e) The granting of the monopoly on aid fertilizers "2 KFA was
probably the ceath blow to private sector marketing system
development. The aid fertilizers were distributed by KFA on
very favourable terms not obtainable by other commercial
importers and distributors. This resulted in restricting the
market and retarding its developient.

The KFA marketed more than 85 per cent of all fertilizers in the
country. The balance was imporved and distributed by 3-4 commercial
firms which sold mainly to estates and large scale farmers.
Fertilizer availability to smallholders was restricted to those areas
having KFA branch and the maximum allowable retail price was charged
due to lack of competition.

Current Programs (1984 and beyond)

With this experience USAID began a "policy dialcgue" to liberalize
Kenya's fertilizer marketing system and improve availability and use
through greater private sector participation. The first step was to
incorporate conditionalities into USAID/Kenya's 1982 Agricultural
Sector Grant and subsequent progyrams.

3 MADIA REPORT NO. 8
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The 1982 program under which fertilizers were imported in October,
1983, introduced the concept on a trial basis of allocating aid
fertilizers to private firms to sell to farmers under payment by bank
guarantees, Allocation to a numper of private firms expanded the
geographical distribution of fertilizers and payment by bank
guiiantees instituted accountability. The system worked extremely
well,

Whilst previously all aid fertilizers were being distributed by KFA
on exclusive basis the Government cancelled its agreement with KFA in
1983. All USAID fimanced fertilizers were allocated to a number of
private sector firms for distribution. In addition all other -
fertilizers were to be allocated in a similar manner. The rumber of
private sector firms involved in the distribution of aid fertilizers
has increased markedly from 1 in 1982/1983 to 65 in 1987/1988. Table
6 shows the various program agreements since 1984 to date., Table 7
shows the trend in private sector participation in USAJD fertilizer
distribution. Since 1984 USAID has financed the importation of over
167,000 metric tons of fertilizers, mainly D.A.P., worth US Dollars
49 million,
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TABLE 1;6:; USAfb Fertilizer Supplies tn Kenya 1984 - 1988

- 13

ot g em—

YEAR  AGREELMENT AL LOCATION T DISBURSED ] PRODUCT | QUANTITY [ ARRIVAL

us$ | | | MET. TONS |

1984 Agricultural 14726314 | 14724314 T 0AP | 20828 [ Apr 85
Development | | | 28500 | Oct 85
Program (615-0230 | | l |
a DA loan | | | |

14724314 {”1a7za3la { t 49328 }

1985 Structural Adj- 8500000 | 8500000 | DAP 152526 | aug <5
ustment Program I | | 13656 - | Cct 87
(615-0213) | | | 1000 | Aug 88
Economic Support | | I " |
Fund Grant | |

8500000 8500000 { 29912 {

1586 Structural Adj- 144415900 14441900 | DAP [ 4571 | Aug 86
ustment Program | | | 19000 | Aug 88
(615-0213) | | | 21993 | Dec 88"
Economic Support I I | |
Fund Grant : | |

14441500 14441900 % 45564 }

1987 Structural Adj- 11295000 11795000 | DAP 31450 [ Jan &8
ustment Program | | | 8007 | Dec 88:
(615-0240) I I | 2771 | Jan 89
Economic Support | | | I
Fund Grant | |

11295000 11295000 : 42268 (
GRAND TOTAL 48961214 46961214 I 167432 {
[}

SOURCE: USAID/KENYA
* To be shipped later
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TABLE 1.7: Trend in Aid Fertilizer Distributicn by Private Sector in
Kenya 1982/1983 - 1987/1988

YE R R T QUANTITY (METRIC TONS**) | NO. OF PRIVATE SECTCR
I l DISTRIBUTORS
1982/83 = 20910 { 1* .
1983/84 1 14200 : 7 2’
1984/85 ? 20808 { 16
1985/86 i 28500 { 24
1986/87 1 19827 : 13
1987/88 1 51436 } 65
E 155701 E 120

* KFA (Co-op) Ltd only (now KGGCU)

In Mly 1987, the IFDC (william and Allgood) was commissioned to
conduct an evaluation of the 1984 Agricultural Development Frogram.
The evaluation found that the Kenya fertilizer industry was "drifting
aimlessly". They stated that a complete fertilizer marketing system
did not exist in Kenya, and recommended the development of a
marketing strategy which would support intergrated marketing systems
with several centrally managed, autonomous, profit oriented self
sustaining distribution firms responsible for all marketing
decisions. It was found that the USALD fertilizer program had not
addressed this issue. The program was primarily formed for expanairg
availability and use through private sector distribution but was not
creating a self sustaining marketing system.

The report further pointed out that the Government had a key role in
encouraging the development of a fully intergrated fertilizer
marketing system and recommended that USAID take the leadership in
Kenya to make it happen. The USAID responded to this by shifting
emphasis from availability and use to the development of a fertilizer
marketing system.

The goals of the USAID Fertilizer Marketing Development Program were
refined to accomplish the following in the long terms:
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i) . ‘putting the foundations of a viable commercial marketing system
in place;

ii) assisting the Government of Kenya to develop and implement a
national policy on fertilizer marketing;

iii) increasing fertilizer availability ang use in Kenya,
particularly by smallholders in areas ocutside the major market
centres in the remoter areas,

iv) helping the Government of Kenya to better define and play its
role in ensuring fertilizer availability to farmers as and when
required.

»
s

In order to achieve these long term goals, the following objecti;és
had to be directly addressed in the USAID program: .

(a) to increase involvement and participation of the private sector
in fertilizer marketing in Kenya;

(b) to improve the capacity of the Government of Kenya in fertilizer
planning;

(c) to encourage those involved in agricultural inputs distribution
to invest in retail marketing network and services; .

(d) to increase the overall supply of fertilizers in the country,

(e) to increase farmers' awareness of the value and preper use of
fertilizers.

The strategy to achieve the above goals and objectives were
articulated in the form of a rumber of conditionalities and covenants
in each agreement. These conditionalities are reviewed from year to
year and necessary adjustment or new conditionalities made to effect
better achievement of goals and cbjectives.

The strategy elements are outlined in Chapter IV of this report.

Linkage between USAID Fertilizer Marketing Development Programme ard
increased agricultural Production in Kenya

Agriculture is the dominant sector of Kenya's economy. It accounts
for about one-third of Gross Domestic Product, 70% of the cauntry's
employment and about 60% of the export earnings. In addition,
agriculture provides nearly all the country's food. Kenya's
population has been increasingly very rapidly, the growth rate being
4% per annum. Agriculture has to meet the challenges of providing
adequate food for the burgeoning population, employment generation
and foreign exchange earnings to fuel the economic growth. Moreover,
increased agricultural growth has to be achieved in a less favourable
environment of a declining land base. Kenya is short of good
agricultural land.
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out of a total land area of 57 million hectares, less than 20% is
arable. Based on agro-ecological characteristics of rainfall, sol.:
and slopes only 7% of total land can be said to be good agricultural
land which can support arable agriculture without irrigation.
Arother 4-5% of the land can support cropping but there are high
risks of crop failure cue to drougnt. The rest of the land is
suitable for livestock keeping with varying degrees of intensity.
The cauntry's pastoralists and game parks are to be found there.

The government of Kenya has chosen land use intensificaton as the
best strategy of developing agriculture to meet the existing
challenges. (Kenya, National Food Policy Paper 198l and Sessional
Paper No. 1 of 1986). Fertilizer use is central to the land use-
intensification strategy. It is also one of the most important
inputs accaunting for 18% of total value of agricultural inputs in
1984, 27% in 1985 and 22.6% in 1987. (Annex III Table 1).

The national food policy Sessional Paper of 1981 called for an anruc.
growth rate of 20% in fertilizer use which has not been achieved to
date. Sessional Paper No. 1 of 1986 has re-emphasized the importanc.
of fertilizer and stressed that fertilizer use is economically
beneficial. There is clear evidence from research of the correlatic-
between fertilizer use and higher yields per hectare. In 1983/84 :5-
was estimated that one KShs spent on fertilizer yielded KShs 10 to -
in revenue to tea and coffee growers, KShs 4 to wheat growers and
KShs 3 to maize farmers. The benefit-cost ratios of econmomic ret. -
to fertilizer use in Kenya have been estimated to be 1.74 for mal:.
27.7 f-~ coffee, 1.24 for tea and 1.79 for wheat. USAID involver -
in the .gricultural sector and part:._ularly in fertilizer suct

of great importance. Fertilizer has direct effects on increas.

food proouction. It has potential income benefits for smallhol-

and the country.

Rightly, USAID has recognised that the greatest ratential inc:.

from agricultural production from increased fertilizer use is :
smallholders. Due to supply and availability constraints, the
smallholders do not always apply fertilizer at recommended levwc.
while others do not apply fertilizer at all when growing certe’
crops. The largescale farmers and plantatjons receive nearly
adequate supplies because they constitute the most lucrative Ze..
the fertilizer market. Tha largest gap in fertilizer use between
present and recommended levels is in smallholder produced maize wr~o.
varies between 5 and 43% of recommended rutrient levels. For
smallholder tea and coffee, it is about 33 and 35% of recommengec
levels respectively (World Bank, 1985). The targetting of increes:
fertilizer availability and use by smallholder farmers and efforts -
improve the distribution and supply by input distributors to
smallholders has great potential of contributing to increased
agricultural production in Kenya. The new government fertilizer
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policy paper identifies three principal constraints on fertilizer use
to include lack of availability, lack of information on use and
insufficient effective demand from farmers. The USAID programme is
geared to address these problems through the development of efficient
commercial agricultural input marketing system,

The commercial agricultural input marketing system which the USAID
Fertilizer Marketing Oevelopinent Program aims to assist the
government to improve is one element which contributes to increased
food production. Other elements incluce rainfall, producer prices,
output marketing policies, research, extension, etc. An efficient
agricultural input marketing system is needed to provide critical
inputs for farm production, including seeds, fertilizers and .
agricultural chemicals, to farmers at the right time, in sufficiént
quantities of the right type, at competitive prices, and with .
effective promotion to encourage proper use and increased farmer
demand.

Bl. Purpose of the Study and How Presented

The purpose of this study was firstly, to appraise the impacts on the
availability, use and distribution of fertilizer caused hy policy and
procedural changes promoted by USAID, the GoK and other donors since
1983, Secondly, to evaluate the strategy of the program and its
progress toward creating an efficient commercial marketing system ang
thirdly, to propose new directions for market development thrust,

The Scope of Verk of the study was adopted completely as stipulated
in the contract (No 615-0510-C~00-8058-- Item III). The study has
therefore attempted to:

A. Describe all changes in public and private sector policies and
actions since 1983 which have affected or were intended to affect
fertilizer imports, prices, availability and use in Kenya.

B. Identify factors, both internal and extermal to Kenya, which have
influenced these changes.

C. Assess the relative permanence of these changes and the
desirability of keeping them in place over the short-run (l-3 years)
and long-run (3-6 years) and icentify the potential factors which
could or should modify them.

D. Determine the Impact that these changes have had on the alttitudes
and actions of GoK policy makers, private sector
importers/distributors, and donors to pursue continued changes within
their control to influence improved fertilizer use and distritution
in Kenya.
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E. Identify the changes which have had a positive impact on
increasing fertilizer use and distribution, and provide
recommendations on how donors could help support or modify the
continuation of harmful policies and actions.

F. Analyse the impact of all changes in public and private sector
policies and actions since 1983 on availability and use.

The detailed Terms of Reference are covered by items F and G as |
indicated in Annex 1. Specifically the study addresses the policy
and administrative changes in tne area of fertilizer market - °
development resulting from conditions and covenants-in the 1984
Agricultural Development Program and the fertilizer marketing
components of 1985, 1986 anc 1987 Agreements.

An important aspect of this study was to asgess private sector
involvement in fertilizer marketing including importation,
distribution, investment in retail ocutlets and price competition.

B2. Methodology

The study began with a thorough review of existing literature
relating to policy and administrative changes in fertilizer imports,

- distributicn and use. The literature consisted of various reports of
the USAID, Government of Keriya, World Bank and other donors.

Primary data were gathered at various levels including:-

a) Farm level data pertaining to both small-scale and large
~ scale farmers.

b) Importer/distributors and retailers of fertiliiers, including
private and cooperative unions.

c) Government officials in the Ministry, of agriculture,
Commerce, Finance, Office of the Presldent, and parastatals.

d) USAID, World Bank and other donors, including the
Netherlands, Sweden, Norway, Germany and Finland.

A structured interview scheclule was developed separately for farmers,
importer/distributors and retailers (Annex II)., The questionnaires
were developed after the complete identification of impact indicators.
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Fazmeis were interviewed in 1l districts incluging Meru, Embu, Nyeri,
Murang'a, Trans Nzoia, Uasin Gishu, MNakuru, Kericho, Nangi, Kakamega
and Kisii. This list covers both large-scale and small-scale
districts. They also provide a wide ecological variation from low to
high rainfall. From each chosen aistrict a minimum sample of 15
farmers were interviewed, giving a total sample of 227 farmers.

The study sought to interview all the main importer/distributors anc
retailers., At least 21 importer/distributors were interviewed
together with 69 retailers/stockists. The latter were spread out in
the same districts as the farmers.

»
v

. P d
Erumerators were hired te interview the farmers and some stockists
and were supervised by the core ccnsultants, who also interviewea the
importer/distributors. The cdata were codeu and analysed using an
SPSS program,

Presentation

The report is presented in five main parts. Part I consists of the
Executive Summary of the entire report. Part II presents the
background of the study including a brief description cf the
evolution of the fertilizer sector in Kenya, and an overview of USAID
-involvement and current programmes in the sector. It also presents
the study purpose. Part III is divided into three sections. Secticn
A presents a description of the changes in GoK, USAID and other
donor, and private sector policies and procecdures since 1983, then
the rationale and expected impacts on fertilizer marketing
availability and use from these changes. Section B deals with the
observed impacts from changes, while Section C presents an analysis
of the impacts. The last part of the report, Part IV outlines a
strategy for future USAID programmes geared to improved fertilizer
marketing, availability and use in Kenya.
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CHAPTER 11

OESCRIPTICN AND ANALYSIS OF IMPACTS.

A.

Policy and Procedural Changes Introduced since 1583

This section outlines the elements of the strategy carried
out by USAID to achieve the goals ana objectives of its
Fertilizer Marketing Development Program as outlined in section
I1 A.3 of this report. It incluces the rationale for the
changes, and their expected impacts on fertilizer marketing,
availability and use.

Cancellation of Government of Kenya's sole agency agreement with
the Kenya Farmers Association (KFA)

In November 1983, the GOK on request from USAID, dissolved
its sole agency agreement with the KFA. This change was fully
implemented with the 1984 Agricultural Development Program.
Prior to this, the KFA distributed all donor financed fertilizer
for the government. Combinad with its own commercial imports,
the KFA distributed more than 85% of all fertilizer in the
country. The rest was imported by 3-4 firms which sold mainly
to estates and largeholder farmers. The sole agency agreement
had, inadvertedly, increased KFA's market share at the expense
of other fertilizer dealers in the cauntry. There were also
problems with the KFA repayment of counterpart funds.

The dissolution was expected to lead to a wider
geographical distribution of fertilizers in the rural areas
through an increased number of distributors, and to encourage
competition at the wholesale and retail levels making fertilizer
more affordable by farmers. The opportunity for new firms to
distribute donor fertilizer would give them experience in
marketing agricultural inputs.

As a result of this charge, 7,000 tonnes of DAP imported
under the 1982 Agricultural Sector Grant Agreement was sold
directly to 6 private sector firms for distribution and the
balance (2,000 tonnes of DAP and 5,000 tonnes of MAP was sold to
the KFA). In March 1985, a total of 16 private firms
distrituted 20,50C tonnes of USAID - financed DAP, and a further

'28,000 tonnes was distributed by 24 firms in October 1985. The

rnumber of firms distributing donor fertilizer is currently more
than 40.

Establishment of Fertilizer Committee

A condition precedent under the 1984 Agricultural
Development Program Loan Agreement required the GOK to establish
a Tertilizer Committee (FC) to implement and monitor fertilizer
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"sector policies, and to develop a national fertilizer import
" plan specifying types, quantities and timing of fertilizer

imports, as well as anticipated domor financing. The FC was a
response to the need to create and increase the GOK's

capability to understand fertilizer policy issues and to plan
and implement changes to improve fertilizer marketing
efficiency. It was expected that the GOK would be able to
better understand the constraints to increased fertilizer
availability and use, develop reforms in the fertilizer sector
once it had a core team of technical and managerial personnel in
key ministries who could advise policy makers.

Fertilizer Import Plan

P
4

A 1985 evaluation of fertilizer marketing in Kenya faund
that actual fertilizer demand by type, nutrients, seasorality
and regions had not been established in Kenya.

As a result, fertilizer supplies were not reaching distributors,
retailers/stockists and farmers in time for proper use. Poor
coordination between commercial and donor fertilizer imports,
due to the lack of national import plan, made forward planning
by commercial importers in what types and amounts of fertilizer
they should bring impossible,

Consequently, the FC was required to develop and putlicise
an annual Fertilizer Import Plan (FIP) showing current stock
levels, donor financing intentions and commercial import plans.
The FIP was promoted by USAID, and its purpose was to enable the
GOK to better .nderstand the ccuntry's fertilizer requirements
in terms of types and quantities and to plan ahead for timely
supply to the farmers.

Review and Revisicn of the Fertilizer Pricing Structure as
necessary

A covenant for the 1984 Agricultural Oevelopment Program
(ADP) Agreement required the GOK to review and revise, if
necessary, the then current fertilizer pricing formular in orzer
to adequately compensate fertilizer importers and distritutors,
and to institute incentives for retail’ marketing. The
objectives of such a review would be to establish wholesale and
retail prices on a timely basis to enable farmers, distributors
and importers to plan ahead; to implement a standardized price
structure for fertilizer of the same type arriving at different
times; and to establish price levels both wholesale and retail,
for various types of fertilizer buyers. The price reviews and
revisions were expected to enable the GOK and donors to
understand the constraints to the existing system and to make
recommendations for improvement.

(0
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3.

6.

Policy Authorising a Surcharge on Fertilizer sold in smaller bags

Under the 1984 ADP Agreement, the GOK was to develop a
fertilizer packaging policy incorporating the establishment of a
policy authorizing a surcharge on fertilizer sold in smaller
bags (smaller than the 50kg bags) to compensate distributors for
additional costs of handling and bagging. This change was
prompted by an observed need to serve the smallholcer farmers
better. The promotion of sales of the more convenient snd more
affordable smaller bags was expected to promote increased
fertilizer utilisation by the smallholder farmers. . .’
Payment for Government Fertilizers either in cash or bank
guarantee not to exceed 180 cays.

In 1984, it was agreed between USAID and the GOK for the
latter to ensuyre that distributors allocated Government
fertilizers pay either in cash or with bank guarantees not to
exceed 180 days. This would not only ensure the GOK of exact
timing and amounts of counterpart funds, but would also
encourage accountability and efficiency by distributors. A key
reason for switching to this system was because of previous
problems with the KFA not accounting for counterparts, thus
making it difficult for USAID to monitor its deposit and end use.

The GOK to make timely request for donor financed fertilizer

A covenant under the 1985 ESF Agreement between USAID and
the GOK required the GOK to determine the quantities and types
of fertilizer to be financed by each donor country, and to
communicate such requests to donors by 15th of May each year for
the short-rains, and the 15th of August for the long-rains.

This requirement was expected to ensure that donor fertilizer is
delivered in good time for planting.

Formation of the National Fertilizer Association (NFA)

A covenant for the 1985 Structural Adjustment Program
Grant Agreement required the GOK to facilitate the formation of
National Fertilizer Association by assisting in its
registration, informing it about the formulation of the import
plan, and providing it with an opportunity to submit its

- recommendations on the plan. The association was expected to

create a forum where private sector fertilizer .
importers/distributors can voice their needs and constraints to
the GOK technical managers and policy makers, and to encourage
the development of policies and procecures on the private sector
to assist in increasing the overall availability and use of
fertilizers through retail marketing development.
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lo.

11.

DevélOpment of educational leaflets on Fertilizer use.

Lack of educational and promotional programs was
acknowledged by both the GOK ang USAID (GCK Sessional Paper t.0.
1, 1986 and USAID, 1985), as one void in the fertilizer
marketing system. The cdevelopment and distribution of the
educational leaflet was a covenant under the 1985 Sturctural
Adjustment Program (SAP). The leaflets were to be giccCucec by
the Ministry of Agriculture in conjunction with research
organisations, and were expected to increase farmers awareress
of the value and proper use of fertilizer, and to stimulate
increased demand. 3

Enforcement of a Distribution Criteria by which Distribufors are
Legible to Receive Allocations of USAID Financed Fertilizer to

sell.

As a covenant under the 1985 SAP Grant Agreement, the GCK
was to ensure that only distributors meeting certain retail
distribution requirements could be allocated USAID - financed
fertilizer. This was to ensure that all firms allocated
fertilizers were genuine and willing to invest in distribution
facilities, and was expected to lead to investment in such
facilities. Too many traders and speculators were allocated
fertilizer who resold their allocation$ to genuine distributors
at reduced margins. This change was intended to encourage
legitimate distributors to invest in retail marketing facilities
and services.

Allow Allocations to End-Users to their Proven Requirements

This was promoted by USAID as a covenant for the 1986
Grant Agreement by which the GOK was to allocate USAID financed
fertilizer to major end-users, defined as Cooperatives importing
more than 2,000 tonnes per year, up to their proven
requirements. The intention was to increase overall fertilizer
supply and increase access to fertilizer by the smallholder
farmers through cooperatives. It was expected that this would
lead to increased fertilizer utilisation by the smallholcer
sector.

Allocation Preference to be given to Proven Importers.

This change, promnted by USAID under the 1986 Grant

. Agreement, was expected to give incentives to genuine importers

and distributors to invest in retail facilities and services,
and to expand their distribution to smallholder farming areas.
This would help in achieving the objective of encouraging
distributors to establish retail marketing programs and to
distribute fertilizer to smallholder farmers in rural areas. It
was also expected to leaa to the opening-up of new retail
outlets, and reduce the number of traders and speculators
receiving allocations. .
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13.

l'a.

15.

16. ’

Announcement of Import Allocations and Prices by a Specified
Date, and Periodic Review and Revision of Prices as world Market
Prices change.

This change, promoted by USAID, was to reduce uncertainty
in fertilizer supply availability by encouraging private
importers to plan ahead and make timely fertilizer celiveries
bearing in ming the crop seasons, and to improve the realisaticn
of the commercial import component of the annual fertilizer
import plan. Commercial importers were not importing their
allocation quotas due to the late announcement of prices and
allocations. At times when prices were finally anncunced they
were outdated by world market prices which increased the costs
of importing fertilizer to Kenya beyond the costs used'in

- establishing the retail ceiling prices. This policy change was

expected to improve the timeliness and availability of
fertilizer in the country.

Implementation of a Pricing Formula Establishing Wholesale and
Retail Prices Based on a Benchmark International Price (BIP)

A covenant for the 1986 ESF Grant required the GOK to
implement a pricing formula establishing wholesale and retail
prices based on a BIP. This was expected to encourage efficient
importation and supply of fertilizers at competitive worlad
market prices, and to ultimately reduce the cost of fertilizers
to “armers. The policy would also reduce the tendency for
importers to over-invoice their consignment, creating
artificially high fertilizer prices in Kenya.

- Establishment of Wholesale and Retail Margins with Adequate

Incentives for Retailers to Invest in Retail Marketing Services.

The purpose ci this change, promoted by both GOK and USAID
(GOK Sessional Paper No. 1, 1986 and SAP, 1986), was to
encourage fertilizer distribution in the rural areas by giving
retailers adequate profit margins to invest in fertilizer
marketing facilities and services. Distributors would be able
to cover their increased costs to market fertilizer outside the
major marketing centres. This change, together with increased
supply of fertilizer, was expected to lead to an expansion of
the retail network.

Establishment of a Fertilizer Monitoring unit.

As a covenant in the 1986 SAP Agreement between USAILD and
the GOK, the latter was to establish a unit to monitor the
national ang world fertilizer situation ang gdevelop a fertilizer
information system covering national fertilizer needs, prices
imports, sales, stocks, importers' performance and recent
information on fertilizer response trials and cost/tensfit
studies. Such information wculd be helpful in developing the
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anrual import plan. The establishment of the unit was to enable
the GOK to better develop import plans, prepare and review
fertilizer prices, and monitor the impact of policy changes ard
make necessary adjustments. It would also create and strengthen
a technical body in the government which would advise policy
makers on proper policies to promote increased fertilizer use
and availability and commercial marketing.

Increase Total Fertilizer Supply.

In 1986, USAID required that the GOK increases overall
fertilizer supply through commercial importation, donor -
fertilizer and carry-over stocks in each annual plan consistent
with expected demand. This was expected to increase the
likelihood of competition in fertilizer marketing and improve
fertilizer availability and efficiency to smallholder farmers.
As fertilizer supplies increased, the incentives to retail
marketing would also increase as the current situation was a
seller's market cdue to limited supplies.

Undertake a Feasibility Study to review existing Import
Allocation Procedures so0 as to shorten the time and reduce the
steps in the Fertilizer Import Licensing Procedure.

The purpose of this change, promoted by USAID (SAP, 1987),
was to enable the GOK to reduce its role in fertilizer
allocations, and hence reduce the administrative costs of the
GOK's involvement in the fertilizer market. The change was
expected to improve the efficiency of import allocations and
licensing procedures.

Formulation and Announcement of a Policy for Improved
Co-ordination and Management of Doncr-Financed and Commercial
Fertilizer Imports.

The intention of this change, promoted by USAID (SAP,
1987), was to eliminate the negative impact of donmor fertilizer
on commercial importers' willingness to import and invest in tre
fertilizer distribution network. Thé policy was expected to
ensure that the presence of donor-financed fertilizers helped
promote the developmrent of a self-sustaining fertilizer
marketing system.

Removal of certain types of fertilizers from the import
allocation schedule and deregulation of their prices.

This change recently instituted by the GOK (GOK Fertilizer
Policy Paper, 1988), was to reduce GOK's control on allocaticns
and pricing to only those fertilizer types considered crucial
for the agricultural sector, and to remove unnecessary
distortions resulting from blanket controls. Because of the
sensitivity of decontrol of this strategic input, this change
would have to be introduced gradually.



Agriconsult

21.

II. B.

- 26 =

Improvement in methodologies and data base for making more
accurate forecasts of anrual requirements.

Such improvement, entailing greater use of direct field

surveys of anticipated demand by large end-users and/or
organisations through which most fertilizer passes before
distribution to farmers (eg. Kenya Tea Development Authority,
British American Tobacco, the National Irrigation Board and
Co-operative Unions), was promoted by the GOK (The GOK
Fertilizer Policy Paper) and was expected to lead to more
accurate estimates of total national fertilizer requirements.
Thus, there would be better planning for proper fertilizeg tyces
and quantities.

OBSERVED IMPACTS FROM CHANGES

1.

Impact on availability to farmers

As discussed in the introduction, the supply of commercial

. and donor fertilizer has been increasing in the period

under review. This has been translated to increased
availability among farmers. Availability to largs-scale
farmers and estates has never been a problem and this has
hardly changed. The supply of fertilizer to this
sub-sector is the most lucrative to the
importer/distributors and hence the tendency to serve
these “armers first. In addition, the large-scale farmers
and estates appreciate the importance of fertilizer and
seek out available supplies.

buring the period under review the situation concerning
large-scale farms and estates has hardly changed.
Consequently, all the large scale farmers in Nakuru, Uasin
Gishu and Trans Nzoia did not have any difficulties
obtaining fertilizer.

Availability of fertilizer among co-operatives and hence
among small-scale farmers who are cooperatives has
improved. The increased supply of fertilizer as a result
of the fertilizer program has been translated into greater
availability among cooperators. Cooperative Unions have
been rather well treated in allocation of import quotas
and donor fertilizer (including USAID's) for distribution
to their members. In our study, we interviewed a total of
eight cooperative unions including Muranga, Kirinyaga,
Nyeri, Meru Central, Embu, Machakos, Nandi and Kisii.

These unions have extensive networks through primary
societies and coffee factories. The unions retail
fertilizers and other inputs to cooperators and
non-cooperators in their retail shops. Machakos
cooperative union has five consumer shops through which it
sells inputs including fertilizer (accounting for 25% of

QA
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total sales) and 35 cotton and coffee societies scattereg
all over the district (and accounting for 73% of the
total sales of fertilizer). By ccntrast the Kirinyaga
Union has four retail shops and eight societies with a
total of 68 outlets for irputs. The Muranga Union, on the
other hand, has four retail shops ana 18 coffee soclieties
with a total of 128 outlets for agricultural imputs. The
Unions have been increasing their distribution netwcrk
through the societies. Prior to 1984 orly Muranga Lnicn
was importing fertilizer but for the 1987/88 season =
total of eight Unions have tzen allocated import quc::s
these are Muranga, Machaxos, Mathira, Msru Central, —nou,
Kirinyaga and Meru South Ccoperative Union. Not all
however will be able to import. The Kirinyaga Oistpitt
Union imported 2,C00 tornes of CAN and 1,000 tonnes of OAP
in 1986/87. It pooled its import with Murang'a Union
which had greater experience in the business.

Just like the cooperators, the smallholder tea farmers
have been well served. The Kenya Tea Development
Authority just like the District Cooperative Unions has
had a good treatment in fertilizer allocation. Through
its extensive network of tea tuying centres, it has been
able to reach the smallholder tea producers. 0n 1986/87
the KTDA was allocated a total of 57,000 tonnes nearly all
of its requirement.

In our interviews, we used various impacts indicators to
establish whether there has been a change in fertilizer
availability. vhen farmers who had increased fertilizer
use in the last 5 years were asked to explain their
increase in fertilizer use, 38.8% in all areas stated,
inter alia, that fertilizer has become more available.
increased availability to farmers has stemmed from
increased fertilizer supplies nationally, from increased
rumber of stockists and supply in more appropriate bag
sizes, Some 43.2% of the farmers also indicated that they
had changed the choice of fertilizer types that they
used. Of those who had changed fertilizer types, 13.7%
reported that the new types were now more available.

Another indicator of availability is the distance which
the farmers had to travel from the farm to obtain
fertilizer which is summarised in Table 3.l. Rift Valley
North was defined to include Trans Nzoia, Uasin Gishu, and
Nakuru, while Rift Valley South included Nandi and Kericho
districts. Over 43% of all farms are located within a
Kilometre of a fertilizer dealer. Distances tend to be
longer in areas of large-scale farms and smaller within
smallholder areas. The distances to stockists have
declined compared to the pericd prior to 1984. As
discussed below importer/cistributors have increased their
distribution of fertilizer via stockists. The opening up
of the market througn USAIU program has led to a greater
number of stockists than hitherto.

SN
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TABLE 2.1: Location of farms from fertilizer supplier by distance &

Area (Percent)

Distance (Km)

Area l -5 6 - 10 11 - 12 21 - 30 Over 30
tastern 66.7 2.8 14.0 16.0 0
Central 51.3 12.1 21.8 9.7 4.8
Rift valley North 21.1 21.3 28.7 2.3 13.6
Rift Valley South’ 51.2 20.9 23.5 2.3 2,3
Western 41.5 12.2 29.0 14.6 > 2.4
All Areas 43.4 15.4 24.9 10.9 5.4

The respondents were requested to state the type of dealer
from whom they purchased fertilizers. Overall 47.1% of
all respondents obtained their fertilizers from the KGGCU,
28,.1% from stockists, 14.5% from Cooperatives and 6.2%
from Mea Ltd. A stockists is a retailer who purchases
fertilizers from import/distributors and sells it to the
farmers, Usually he/she is inclependent and sells other
product lines. The KGGCU is still dominant given a wige
distribution network but increasing competition tends to
reduce its market share.

When respondents were asked whether there had been any
change of fertilizer dealers in the last five years, 31.7%
of the respondents replied in the affirmative. Of these
about 16.7% stated that the distance to suppliers has
become shorter or nearer while a mere 2.6% stated that
distances had increased. On average, there were about
four fertilizer dealers in the areas where farmers
purchased their supplies. Less than 20% had 3 to 4
dealers and 41% had more that ‘four fertilizer vendors to
choose from. On the whole, the average rumber of dealers
has been increasing in the last five years as more and
more stockists have established business.

Another indicator of availability is the timeliness of
fertilizer availability currently when compared to 5 years
ago. The responses are summarised in Table 2.2
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TABLE 2.2: Timeliness of fertilizer supply, 1988 versus 5 years earlis:

Respdnses

Absolute frequency Relative frequercy
Increasingly more timely 170 74 .,9%
Increasingly less iimely 23 10.1%
No change 14 6.2%
Don't know 20 8.8%

Nearly 74.9% of all respondents stated that timeliness in
the supply of fertilizer had improved. THis means that
the majority of farmers could obtain fertilizer in goca
time for planting season to tenefit from the rains.- Cnly
a small proportion of the farmers (10.1%) complained that
fertilizer was less timely (Table 3.2.) The greater
timeliness in fertilizer supply is as a result of
increased fertilizer supply generally, better planning by
the GoK and the USAID programme.

The farmers were asked whetier they were able to use as
much fertilizer as they would have liked, and about 53.3%
responded in affirmative. As to reasons for not using as
mJuch as they would have liked about 18.9% blamed high
prices, and another 32.1% stated that they were short of
cash. However, 88.1% stated that the right types of
fertilizer were available.

A final indicator of availability has to do with
appropriateness of the sizes of fertilizer packs and the
pricing of the product. Fertilizer has been made
available in smaller packages of 10 and 25kgs, in addition
to the traditional 50kg pack. Availability of fertilizer
in smaller packs has reduced the cash outlay needed to
purchase fertilizer by small-scale farmers. This has led
to greater affordability by the smallholders. The smaller
packages were also said to te useful in planting odd
corners of large-farms. A few smallholder farmers wanted
still smalier quantities of fe-tilizer and hence purchasec
fertilizer loose by tne Kilogram.

Table 2.3. shows the farmers' preferred fertilizer package
size.

TABLE 2.3: Farmers preferences of fertilizer package size

Package No. Per cent
Loose 21 9.2
10 kg 14 6.2
25 kg 26 11.5
50 kg 166 73.1
Total

227 100.0
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The most preferred package is the traditional 50kg package which
is preferred by large-scale farmers and smallholder coffee and
tea farmers. Smaller packages of 25kg, 10kg and loose are
preferred by smallholders growing maize and other horticultural
crops. Fertilizer was sold loose in Central districts and went
to the proauction of horticultural crops.

In summary, fertilizer availability has generally improved in
the last five years, particularly in rural areas of the
country. Increased availability has arisen from a general
increase in fertilizer supply cauntrywide, from more ,
distributors, stockists and cocperatives. This has resulted in
greater timeliness of supply. I addition, fertilizer hag tzen
Iess costly for farmers {o obtain and the_stimulated price .
competition (see below) has led to-some reduction in prices in

. certain areas. The supply of fertilizer in more appropriate

packs has increased affordability by smallholders.

' Impact on Use by Farmers

About 95.5% of our respondents stated that they used fertilizer
regularly and this included both large-scale and small-scale
farmers. About 54.6% reported that their use of fertilizer has
been increasing in the last five years while another 33.5 stated
that their use has remained the same. The former were
encouraged to increase their use of fertilizer by several
factors including greater availability, a bigger rumber of
distributors, smaller bags, better prices and greater knowledge
and appreciation of benefits from fertilizer use. The greup
which did not increase their use consists of the large-scale
farmers whose fertilizer use is nearer optimal, and hence did

‘not need to use more and small-scale farmers who felt that the

situation had not changed dramatically, particularly with
respect to production incentives to warrant much change. The
increased fertilizer use in Kenya, therefore, is prevalent
strictly among the targetted smallholder farmer population, and
among this group slightly more than one-half who use fertilizer
have increased tneir consumption.

Fertilizer use among all types of farmers is widespread and
farmers appreciate its usefulness. When the farmers who had
increased fertilizer use were asked to explain why their use has
been increasing, 12.4% stated that fertilizers are more

_available (as documented in the previous section) while another

11% felt that their farm needs had increased. Another 4.8% had
reduced the use of manure in favour of fertilizer.

About 45.2% of all farmers stated that their use of USAID DAP
has been increasing over the last 5 years wnile another 6.2%
stated its use has decreased. Table 3.4. shows the pattern of
fertilizer use by area. The planting types DAP and 20:20:0 are

‘the most popular fertilizers.
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‘The type of fer.llizer used decends on the cropping pattern on
the crop mix. Maize was the most common crop grown by nearly
all farmers. Table 3.5 shows the rumber and prupoction of
farmers who applied fertilizer to the qgiven crop in the previous
season. One hundred per-cent of wheat and coffee received
fertilizer while over 90% of all tea, maize, potatnes and
vegetables received some fertilizer. The other crops category
comprised a wide range of crops including sisal, sugarcane,
pyrethrum, grasses, and some fruits. About 51.2% of these crops
and some fertilizer applied in the previous season,

TABLE 2.4: Type cf fertilizer used by area (Per cent)

Type Eastern | Central Rift Rift Western AL
Valley Valley Areas
North south T
OAPL 22.2 31.7 59.1 69.8 39.0 40
20.20.0 2.8 48.8 10.6 20.9 19.5 19.8
25.5.5+s 16.7 2.4 - - 14.6 5.7
20.10.10 - 4.9 - - - 0.9
17.17.17 2.8 - - - - 0.4
ASN 8.3 - 1.5 - - 1.8
Urea - - 1.5 4.7 - 1.3
CAN 41.7 9.7 7.6 2.3 - 11.0
SSP 2.8 - 1.5 - 7.3 -
TSP - - 1.5 - 2.4 2.2
Other NPK - 2.4 7.6 2.3 12.9 3.9
None 2.8 0] 7.6 0 4,9 3.5

Base? 36 41 66 43 41 227

1/ Diammonium phosphate, which is a planting fertilizer is more popular
in the Rift-valley and Vestern Provinces where it is used on maize
and wheat. 1In Central and Eastern Province it i's also used in
planting Irish pntatces.

2/ The base represents the absolute number of farms used to calculate
the percentages.
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TABLE 2.5 Proportion of farmers who aQrow various crops and applied
fertilizers to the crans (%)

Crop Absolute No. % of Farmers Fertilizer (%)
' of Farmers Growing Crop

Growing No.
Malze 213 53.8 _ 52.5
Beans 79 34.9 62.0
Coffee 54 23.8 100.0
Tea 7% 33.5 91.9 )
Wheat 13 5.7 | 100 ~°
Potatoes 60 28.6 92.3.
Vegetables 36 15.8 91.6
Other crops 67 29.5 51.2

In summary the use of fertilizer among farmers, particularly
armong small-holders has increased. The increase is explained by
greater availability of the commodity, greater number of
distributors, smaller packages and hence greater affordability,
more timeliness in supply and more knowledge and understanding
of benefits among farmers.

3, Impacts on users knowledge of fertil_cer types, application and
benefits

The farmers who used fertilizer were asked to explain what
influenced their decision to use the fertilizer types which they
reported. Their responses to this question are presented in
Table 3.6. :

Table 2.6: Farmer explanation of the factors which influenced their
declsion to use fertillzers by Area. i\Per cent)

Reason Eastern Central Ri?t Rift Western All

' Valley Valley Areas

. North South

Received cxtension 38.9 63.6 51.5 14 22.0 39.2
Prices Favourable 2.8 19.5 4.5 14 7.3 5.7
Types available 16.7 14,6 9.1 27.9 36.6 20.7
Other Reasons 4l1.7 2.4 25.7 44,2 22 28.6
N/A 0 0 9.1 0 12.2 5.7
Basel 56 41 73 43 41 227

I Total number of farms iln each area.
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‘The most common reason for using the given fertilizer is
extension advise. In the last five years, the Ministry of
Agriculture under the National Agricultural Project has teen
extending the Training and Visit (T and V) extension programme
to most of the districts. The new extension strategy has proved
more effective :han the previous strategy of one agent, one
farmer contact which also tended to te concentrated among
progressive farmers and which did not reach most small-scale
farmers. The extension service has also become more
knowlecgeable about fertilizer (given the training ccmpnnent).
There is however inadequate soil analysis to enable the '
extension service to tailor indivicdual farmer advice on nis soil
conditions. -

Another indicator on the knowledge of the use and benefits of
fertilizer use is the explanation given by the farmers for the
increase in their fertilizer use in the last 5 years. Table 3.7
shows the proportion of farmers who stated that there had been
an increase in fertilizer use and the proportion citing
increased awareness of fertilizer benefits.

Table 2.7: Proportion of farmers reporting fertilizer increase and
increased awareness of benef'its

Eastern Central Rift Rift Western All
Valley Valley Areas
North South

Proportion ’
reporting
increase 63.9 56.1 51.2 23.3 51.2 54.6

More awareness .
of benefits 100.0 31.7 54,5 14.0 29.3 38.8

Just over half the respondents reported that fertilizer use was
increasing and 38.8% of all the respondents stated that they
were more aware of the benefits. The situation however, varies
from region to region. From this table we conclude Lhat
_improved knowledge of a fertilizer is a major factor
contributing to increased use and that the extension service has
played a major part in providing the information.

A further indicator of farmers knovwlecge was gained when farmers
were asked whether they had changed the choice of fertilizer
types in the previous 5 years. For those who had changed the
types the reason for the change was sought in order to establicsh
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whether it was due to imcreased knowlecdge about appropriate
types. About 14.9% of the respondents stated that previously
they could not get the appropriate types and switched to more
appropriate types as they becamc available.

Another 13.7% of the farmers stated that they switched to new
types because the supply was increasing while another 1.7%
wanted to experiment with new types. Overall 43,2% of the
farmers had changed to a new fertilizer while another 51..%
maintained the same type of fertilizer. The latter weZe awars
that they were using the right types and were happy with the
effects.

. *

The farmers were asked whether they knew that there wsare ’
differences between the various fertilizers as a further gauge
to their knowledge. About 72.7% answered in the affirmative.
Another 7.0% answered in the negative while another 15.4% stated
that they did not know. The knowledge concerning the
differences in various types of fertilizer had been increasing
in the last five years and this helped the farmers to purchase
right types. This explains why for instance, the oemand for DAP
has increased as farmers have sought after it. Table 2.8
summarizes the information on knowledge of fertilizer types.

Table 2.8: Knowledge of Difference in fertilizer types

Eastern Central Rift Rift Western All
Valley Valley Areas
North South

Any differences: Yes 94.5 65.9 63.6 88.4 58.5 72.7

" " No 5.6 12.2 7.6 7.0 14.6 7.0
Don.t knOW - 1905 1802 a.7 24.4 15.4
N/A ) 2.4 - - . 2.4 4.8
Base 36 4l &6 43 41 227

In addition, the farmers were also asked to explain what would

 happen if planting fertilizer was used for top dressing. Table

3.9 shows how the farmers responded.
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Table 2.9: ¥What happens when planting fertilizer is used for top dressing

by area and_total

Response Per cent
Eastern Central Rift Rift Western All

valley Valley Areas
North Sauth

Reduction in

yield 20.6 29.3 43.9 90.7 41.5 47.6

Destruction of 3 h

crop/soil - 9.8 7.6 - 9.7 ~ 5.7

Reduced ) -

future yield . - 2.4 3.0 - - 1.3

Never tried 2.8 12.2 9.1 4.7 4,9 - 9.0

Other 6308 1915 405 - 7.3 la.z

D/K, No answer 2.8 26.8 31.8 4.7 36.6 10.2

Base I3 68 43 227

The most ccmmon guess of farmers is reduction in yield, Other
reasons included the observation that it would be wasteful to
use planting fertilizer for top dressing. Some farmers thought
that it may also not affect the yields. Such was the case of
19.4% of respondents from Eastern region. Qverall only 4% of
respondents thought so. This indicates that farmers who are
using fertilizer have a good understanding of its properties.
The data shows that this type of understanding has improved in
the past 5 years due to extension, advice and learning by doing.

The farmers were asked to state their information sources
concerning fertilizer use and the benefits to use. The Ministry
of Agriculture ranks highest. Ffertilizer dealers were reported
as sources of information by 23.8% (Table 3.10). Oealers are
not prominent as a source of information except in the Rift
Valley, particularly in Nandi and Kericho Districts and in the
large-~-scale districts of Trans Nzoia, Uasin Gishu and Nakuru.

e dealers are better placed to provide information to the
large-scale farms and estates.

4
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Table 2.10: Sources of information

Sources Eastern Central Rift Rift Western All
: Valley Valley Areas
North South

?Eitilizer

dealers 11.1 12.2 27.2 48.8 11.6 23.8
Ministry of

Agriculture 69 .4 75.6 54.5 41.9 48,8 57.3
Neighbours 2.8 7.3 1.5 - 7.3 3.5
Others 12.0 2.4 7.6 9.3 - 2.6
N/A 2‘8 2.a 901 - 2903 8.8
Base 36 4] 66 43 41 227

The study also attempted to probe from those who reported
dealers as their source of information whether the dealers were
educating rarmers more now about fertilizer use as opposed to 5
years ago. About 21.1% of the farmers responded in affirmative
and another 10.6% in the negative. The fertilizer dealers
themszlves claimed to be providing an information service and
advice on fertilizer use. As discussed beiow at least two of
the importer/distributors have soil analysis capabilities.

Overall, the study tried to gauge whether there had been an

“increase in the farmer's knowledge aboust fertilizer use in the

last 5 years.  About 84.6% of the respondents claimed that their
knowledge had increased and 87.2% reported that their farming
practices had improved. Table 3.1l summarizes the perception of
the farmers concerning their change in knowledge about
fertilizer use. :

Table 2.1l: Change in Fertilizer knowledge in the last 5 years

Change tastern Central Rift Rift Western All
- vValley valley Areas
North Scuth
Increase 97.2 52.7 8.03 50.7 65.9 84.6
No change 2.8 2.4 3.0 4.7 26.8 7.0
N/A, D/K 0 4.9 16.7 4,7 7.3 8.4
Base 36 41 66 43 41 227
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According to farmers perception, their knowledge about
fertilizer use and the benefits to uyse has increased as over the
last 5 years.

Farmers knowledge on proper and safe use has increased over the
last five years as discussed above. The information on proper
and safe use has been provided by the Ministry of Agriculture
under the T and V extension programme, by fertilizer
distributors and from special crop development programmes. The
Kenya Tea Development Authority promotes fertilizer use among
smallholder tea growers while private companies such as Kenya
Breweries Ltd provide advice on barley; 0il Crops Oevelopment
Ltd of East African Incdustries (EAI) on sunflowe: and.rape.seed,
and British American Tobacco (BAT) on tobacco.

A further illustration on farmers awareness about proper use of
fertilizer is their responses to the question why they used
particular types of fertilizer. As discussed earlier, these are
they based on extension advice and/or the of the fertilizer.
This can be amplified further by what the farmers thought about
the USAID DAP. The farmers views are shown in Table 3.12.

Table 2.12: Vhat farmers think about USAID DAP

Total (%)
Good and strong fertilizer 13.3
Better but expensive 6.2
Does well with maize 4,8
Gives higher yield ' 7.0
It is the best 15.9
Use it much 5.3
Not informed about it/never used it 22.9
Others - | 20.4

Most of the farmers comments are favourable but cost is a
concern for some, and some are not aware of it, despite its wide
availability.
Also related somewhat to proper and safe use, are

" decision-inaiking concerning furchase of fertilizer and its
application. Agricultural extension has been shown to favour
men rather than women. Vomen in Kenya on the other hand provide
most of the farm labour and it is important that women be better
informed.
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Table 2.13 indicates who decides on the type of fertilizer to
purchase while Table 3.14 shows who applies fertilizer.

Table 2.13: Decision-maker on fertilizer purchase

Person Eastern Central Rift Rift " Western All
Valley Valley Areas
North South '
Husband 77.8 58.5 69.7 95.3 82.3 76.2
Wife 19.2 39.0 10.6 4.7 7.3 15.4
Others 2.8 2.4 12.2 - 7.3 5.8

N/A - - 7.6 - 2.4 - 2.6

Decision-making on what fertilizer to purchase is dominated by men.
Women make fewer decisions (15.4%) except in Central districts where
the figure reaches 39%. '

Table 2.14: Applier of fertilizer

Person Eastern Central Rift l Rift Western All
' Valley Valley Areas
North Sauth
Husband - 69.4 39.0 30.3 8l.4 26.4 46,7
Wife 22.2 48.8 6.1 7.0 39.0 22.5
Others 8.3 12.2 56.1 11.6 31.7 27.8
N/A - A - 7.6 - 409 301

Women apply fertilizer much more than they make decisions concerning
the purchasing of this commodity. In Central districts, women apply
fertilizer more often than men. In the future the number of women
decision-makers on farm operations is likely to increase.

In summary, proper and safe use has increased over the last five
years. The information on proper and safe use has been provided by
Ministry of Agriculture extension staff, by parastatal crop
programmes and some private companies. In addition, fertilizer
distributors have done their part. The USAID program which has led
to opening up of the fertilizer market has contributed to the
increased availability.

To conclude this section the study examines what farmers thought

should be done to increase their fertilizer use. 44.9% felt that
prices should be reduced, about 22,5% felt that supply fertilizer
should be increased while 12.8% called for more farmer education.

H

{ A}
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Other suggestions include better credit for farmers (22.0%),
education for fertilizer dealers, and a more timely payment for
farmers produce.

As a summary of this section, knowledge about fertilizer use and
benefits has increased among farmers. The increased knowledge has
come about from increased T and V extension effort under the National
Agricultural Project., The fertilizer distributors have also done
their part particularly in the large-scale farm areas. The USAID
program wnich gznerally has helped to open up the market and to
increase available supply has led to some competition in the sector.
The distributors have therefore tried to promote fertilizer use by
providing information and sometimes by reducing prices. Farmers.
familiarity with fertilizer has also increased over the last flve
years as they have learnt by doing.

Impact on proper and safe use by farmers

Proper and safe use of fertilizer is partly related to users
knowledge as discussed in section 3 above. A major indicator of
proper and safe use of fertilizer is the favourable responses of
crops through increased yields. The farmers were asked whether the
use of fertilizer led to increased yields.

About 90.7% of the farmers interviewed stated that fertilizer use
increased their yields. Only 5.3% stated that it did not. The
farmers were also aware that there were differences among fertilizer
types. As discussed above, 72.7% of the farmers were aware of the
differences between various types. They cwuld anticipate deletericus
effects when planting fertilizers are used instead of top-dressing
types. The farmers are also aware of specific types of fertilizer
meant for particular crops such as for tea, coffee, maize, wheat,
potatoss etc, which are supplied under various crop programmes.

Impact on Distribution Outside Major Market Centres

- The major market centres can be defined as the main towns or

districts headgquarters served by rail or good roads, and usually
located in the major farming areas such as Ngirobi, Nakuru, Embu,
Meru, Eldoret, Kitale, Kisumu, Kisii, Nanyuki, Kakamega etc, etc.
Most fertilizer distributors are located in ore or more of these
centres. Outside these centres, there are rural trading centres or
markets. Smallholder farmers are closer to these rural trading
centres and rely on stockists (retailers) located there for the
supply of goods including fertilizers and other agricultural inputs.

It is evident that the number of retailers (svockists) in the rural
trading centres who stock fertilizers has increased markedly in the
last 5 years and particularly in the last 3 years. Whereas most of
the rural trading centres had none or only one fertilizer stockist

five years ago, it was found that many of them now have at least 2
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stockists and most have 3 to 4 stockists. These rumbers do not
include the "seasonal' stockists who could not te counted oduring the
field visits which were conducted during the fertilizer off-season.
This increase in the rumber of stockists can be attributed to the
remarkable increase in the mnumber of fertilizer distributors, all
over the country, and their increased willingness and ability to
distribute fertilizers through stockists. For example KGGCU reported
that it had increased its fertilizer/seed stockists from 2000 to 23CO
in the last 5 years. Mea Limited has 35 new stockists while Safina
Limited who had no stockist S5 years ago now has 25 stockists. Limuru
Posho Mills who .had no stockist 5 years ago is now distributing
fertilizers through 25 stockists. v

The increased willingness and ability on the part of distributors to
appoint or use stockists to distribute fertilizers is a result of
increased supply of fertilizers with better margins now compared to 5
years ago.

This finding i.e. that the number of stockists in the rural trading
centres has increased markedly is consistent with the finding that
the distance travelled by farmers to buy their fertilizers has
decreased over the last 5 years as stated in Bl of this chapter.
Whereas the majority of rural smallholders had to travel to the major
market centres to purchase their fertilizers, they are new in a
nosition to obtain it from the stockist at the rural trading centre
nearer his village. This has contributed to increased smallholder
farmer use and reduced the cost of obtaining it.

It was also found that the co-operative societies, who act as
stockists have increased their involvement in fertilizer distribution
as the Unions to which they are affiliated are now importing
fertilizers. The Co-operative societies are located mostly in the
rural trading centres.

In summary, fertilizer is now more available in the main market
centres and the surrounding rural trading centres such as Bahati,
Dundori, Sotik, Keroka, Cheranganyi, Webuye, Moi's Bridge, Moiben,
Kiambu, Lugori, Runyenjes, Ruiru, etc, etc. Availability in these
areas has significantly increased in the last 5 years due to
increased participation of the private sectbr in distribution of

_ fertilizers, a policy change promoted by USAID.

Impact on Distributors to Invest in Distribution Facilities and
Services

The facilities required for efficient distribution and effective
marketing of fertilizers include wholesale/retail shops, warehouses,
vehicles. Essential services in fertilizer distribution include
advisory services on use of fertilizers given by trained sales and
extension staff.

The majority of distributors interviewed (90%) are operating a
distribution network which consists of one or more of the follqwlng:
branches, sub-branches, sales depots, stockists, and co-operative



- 4] -

Agriconsult

societies. Only 50 per cent of these distrihitncs nperate dranches,
(wholesale/retail shops) and sub-branches. Another 50 nercent
operate their distributinn through stockists and societies located in
rural trading centres.

Most distributors (58%) have changed their distribution network in
the last 5 vears. Of these 82 percent nave increased their network
while 18 per cent have reduced it. The increase could be attritrited
to increased involvement of the private sector in fertilizer
marketing and also better margins to distributors and
retailers/stockists, It could alsn Le attributed to increasec use
for fertilizers by smallhclders as a result of increased sugply and
availability. The reasons given for reducing distribution.netvork
was increased compatitior. Closure of branches which appeared to te
reduction in network resulted into increased use of stockists:

The majority of distributors have not increased their distribution
capacity in the last 5 years. While 47.5 per cent have not done any
investnent at all in the distribution capacity, 9.5 per cent of them
have recduced it. Again the reason for reduction is given as
increased competition (4.8 per cent of the distributors who had
reduced their capacity). Thus only 43 per cent of the distributors
have invested in additional capacity such as vehicles and
warehouses. This additional capacity is mainly located in the major
market centres and storage at stockist level is still a problem.

Many of the distributors who have emerged over the last 5 years see
no need in investing in their own vehicles and warehouses. They
argue that warehouses and vehicles can be easily hired.

It is worth noting that KGGCU has opened 9 new branches since 1984.
Mea Limited, the second larges distributor had 4 fully fledged
branches in 1986 but has since closed 2 of these branches. Cnly 3
distributors in the country i.e. KGGCU, Mea Limited and Safina
Limited operate distribution network with branches. KGGCU has 55
branches, Mea has 3 and Safina Limited has 3.

The majority of distributors (95%) stated they were providing
essential advisory services to the farmers., Only 76 per cent were
providing such services 5 years ago. The type of services provided
are advice on fertilizer use (70%), soil analysis (9.5%) and field
visits by only 10% of the distributors. No distributor issues
leaflets on fertilizer use to farmers. Only 2 distributors, Mea
Limited and Orbit Chemicals Limited are operating soil analysis
laboratories.

A significant change which has taken place is the emergence of new
and therefore remarkable increase in the number of fertilizer
distributors all over the country. There are at least 34 geruine
fertilizer distributors (including Cu-operative Unions) today
compared to only 10 years ago. *ost of these new distrilxitors are
located in major markat centres and have no branches. The majority
of these (85%) focus their activities in their locality. This
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increase in the number of distributors is directly attributea to the
policy of opening the market and increased participation by the
private sector. As a result, fertilizer is more available in wider
geographic areas of the country as pointed out in part 1 of this
chapter.

Although the majority of distributors (90.5%) say they plan to invest
in distribution infrastructure in future, there is no evidence of
existence of concrete plans.

Almost all the distributors (95%) have invested in other agricultural
inputs such as seeds, agrochemicals, feeds and animal health
products. The sale of these or other inputs have increased over the
last 5 years. They also supply thase to the stockists outside the
major market centres who in turn supply them to the smallholder.

In summary, there has been some investment in distribution network
and services. The investment has been in the new fertilizer and
agro-inputs business which have come up all over the country in the
last 5 years. This is a result of the policy of opening up the
market promoted by USAID. It is clear that with reduced government
controls on imports and prices, the level of investment in
distribution facilities and services would be higher.

Impact on wholesale and retail prices.

' There is evidence of an increase in the number of stockists selling

fertilizers in the areas cutside the main marketing centres., There
are now 3-4 fertilizer stockists in the small rural centres where
there was only one or none 5 years ago. About 35% of the 69
stockists interviewad said that the profitability of fertilizer was
higher than that of other products, and 30% said such profitability
had improved in the last 5 years. Such increased profitability was
reported especially by stockists operating in the small trading
centres for which the maximum retail prices are not declared and who
charge the fertilizer transport cost separately so that they can
recoup their costs while still keeping within the price ceiling.
Increased profitability has enabled the existing stockists to stock
more fertilizer and attractad new stcckists to sell fertilizer.

About 43% of the 21 importers/distributors interviewed said it was
presently easier to give discounts compared to 5 years ago. Forty
eight percent find it more possible to sell at less than the Maximum
Retail Prices (MRP), and 57% find the relative profitability of
fertilizer to have increased in the last 5 years. The reasons for
these include better effective profit margins especiaily for donor
fertilizer, direct allocations from Treasury, and increased
competition. About S53%of the importers/distributors have used the
increased profitability to expand their distribution network thrcugh
appointment of new stockists and opening-up of new

branches/sub-branches.
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However, only 12.3% of the 227 farmers interviewed paid less than tre
MRP. Most of these were largescale farmers who are able to negotiate
qéantity discounts frem the distributors and members of cooperative
societies. (The majority of the farmers did not know what the MRP's
for different fertilizers were).

The pricing structure does not incorporate distinct wholesale ard
retail margins (the proposed price rev.sion, however, includes these)
and the imporcers/distritutor appear to pass-on margins to stockists
only when circumstances allow it, such as when the effective margins
are reasonable and fertilizer supplies are adequate. The effective
margins enjoyed by the importers/distritutors depend on the avenus
through which they cbtain their supplies; namely, 1) commercial
importation, with margins varying from firm to firm depending.on
their actual C & F costs relative to the aver: 2 C & F used in
canputing the MRPs, 2) the GoK supplies under the USAID/GOK system
of payment which guarantees 15-17% margins and 6 months interest-free
credit, and 3) the GoK supplies under the GoK/KGGCU system of
payment which guarantees KGGCU LO¥% margin and unlimited interest-free
credit but which other importers/distributors have no access to.

There is evidence of fertilizer price competition in some parts of
the cauntry. In Eldoret, for example, one of the distributors
(Eldoret Packers) sold S50Kg bags to distributors at KShs. 280.00 per
bag and to farmers at KShs. 282.00 per bag. The MRP was KShs. 295.70
in Eldoret. In Kitale, distributors compare prices of their
competitors on a daily basis, and reduce their prices by a shilling
in order to attract custoners. Distributors sold to .armers at
discaunts as much as KShs., 15.00 below the MRP, and most of the
stockists in Kitale displayed their prices to attract more customers.

The fixing of prices administratively affects importers/distributors
negatively by 1) making it difficult for some of them to import
comnercially (for two consecutive years, commercial importers did not
import due to late price announcements), 2) creating low profit
margins (14.3%) and 3) precipitating losses especially when prices
are ;evised downwards before previous stocks are completely sold
(14%).

In summary, there has been evidence of increased relative
profitability of fertilizers, increased scope for
importers/distributors to give discounts, and increased scope for
price competition in the last 5 years. The effect on ccmmercial
importers to import cue to prices is outlined in the next section.

Impact on Importers to Import correct and sufficient quantities of

fertilizers at the riaght time and at competitive prices

The ability of importers to import the correct fertilizers in
sufficient quantities at the right time and at competitive prices
depends on the following factors in Kenya:-

a) timely allocation of fertilizer import quotas by the Government.

<
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b)

d)

e)
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quantities and types allocated.

timely issuing of import licences and foreign exchange licences.

knowledge of the world fertilizer market situation and good
import and distribution planning.

timely annduncement of local selling prices with adequate and
acceptable margins.

The observed impact is as follows:

i) Allocations:

4

, »

L ”
Allocations. have become timely. This was not the case.5
years ago when there were consicerable delays in-releasing -
the allocations. The Covernment has been announcing
allocations between April and June of each year to
facilitate timely importations. This timely announcement
of allocations is a result of USAID conditionally that the
Government will process applications for commercial
imports by July 15 of each year beginning in 1985,

The quantity and types of fertilizers allocated have
increased and 91 per cent of the importers reported that
quantities allocated as a percentage of their requests for
allocations has increased. Whilst 5 years ago allocations
for commercial imports were as low as 200 metric tons, the
minimum quantity allccated is 1000 metric tons. KGGCU and
Co-operative Unions obtain the quantities and typas of
fertilizers they request for allocation. The private
sector importers do not necessarily obtain the quantities
and types they request. However this may be cue to the
fact that private sector importers tend to exaggerate
their requirements for importation in the realisation that
allocations may be done without due regard to the
quantities requested.

ii) 1Issuing of Import Licences and Foreign Exchange

Importers still experience serinus delays in issuance of
import licences and foreign exchange allocation licences.
Evidence was offered to demonstrate that several importers
including Co-operative Unions who had received allocatiors
in time failed to import fertilizers for their customers
due to delays in processing of import licences in 1987.

By the time the licences were issued, the price levels in
the world market had increased dramatically.

iii) Knowledge of the World Market Situation and Planning

About 92% of the importers stated they were better able to
plan their importers compared to 5 years ago. On;y S0%
thought they could plan well 5 years ago. The maln .

. reasons for this enhanced abhility are:
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- ‘as a result of better kncwledge of the world fertilizer
) market situation through more contact with suppliers and
training as reported by 33% of the distributors.

- having more qualified personnel..

The above could be largely attributed to the training programs
which USAID have provided. In July 1986 USAID sponsored 6
Kenyans from the private sector and one from co-operative Unicns
" to a Fertilizer Marketing Course conducted by International
Fertilizer Development Centre (IFOC) in Nairobi. Another 3
Kenyans from the private sector involved in fertilizer marketing,
are currently attending a similar course in the United States.

’

4

iv) Procurement Procedures and Methods

- In the past, fertilizer imports were purchased through
. private negotiations tetween buyers and sellers or through

agency agreements. The prices were not therefore
necessarily competitive. The last 5 years has seen a
remarkable change in the method of procurement as more and
more importers have emerged as a result of donor pressure
to increase the supply of fertilizers in Kenya. Due to
increased competition, procurement of commercial
fertilizer imports is done through widely published
tenders in order to achieve competitive prices. A recer*
tender issued by KGGCU for example, attracted over 29 bics
from international fertilizer suppliers. This has
resulted in importers importing at more comnetitive world
market prices now as opposed to 5 years agc. Also, the
introduction of the BIP pricing system has contributed to
more competitive prices since the importers kmow that they
have ta purchase at prices as close as possible to BIP C&F
price on which the Government bases the local selling
price calculations.

Generally, it can be stated that importers in Kenya are
willing to import the correct and sufficient quantities of
fertilizers when the allocations are timely and the retail
prices are right. This was clearly demonstrated in
1985/86 when out of 35 importers allocated 210,528 metric
tons of fertilizer 29 or 82% actually imported 190,283
metric tons representing 91% of the commercial allocatiors
that year.

In the last two years however, although the allocations
have been released in time, the performance of importers
has deteriorated largely because the approved selling
prices were announced late, and by the time they were
announced, the prices were not commensurate with the world
market prices. Importers have reacted as follows
depending on the market cr type of custuners they are
serving:
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1. Importers serving mainly the Estates and Plantations

These h-ive imported after entering special agreements with
their customers who have been prepared to accept prices
above controlled prices.

2. Co~-Jperative Unions -and KGGCU

Have refraimed from importing unless the selling prices
were acceptable to them,

3. Private Sector Importers for Smallholders L’
Have refrained from importing fertilizers unless- and until
approved selling prices were acceptable to them. In these
circumstances only large farmers and estates have been
able to get fertilizers. Smallholder farmers had to
access to fertilizers, as none was impo:ted.

The performance of importers in the last two years illustrates the
above reactions. In 1986/87 and in 1987/88 the allocations were
announced in time. In 1986/87 the government reduced selling prices
while the world market prices were on the upward trend. In this year
only 49 per cent of the importers allocated fertilizer import gquotas
imported 44% of 325,519 metric tons allocated to them, Fertilizer
year 1987/88 was even worse. The prices were revised upwards, but
the increase were not commensurate with the increases in the world
market prices. In this year only 1l importers (26%) out of 42
importers imported 83,908 metric tons of the 242,382 metric tons
allocated to commercial importers. Except in the case of KGGCU, most
of the imports in these two years were for Estates and Plantations on
special agreements with importers who cater for them. Table 8 below
illustrates the performance of commercial importers in the last 3
years.

Table 2.15: Performance of Commercial Fertilizer Importers in Kenya

Y NO. NO. OF % IMPORTED | TOTAL [ IVEORTED 1 2
| COMPANIES | COMPANIES | | ALLOCATION| M/TONS  |IMPORTED
| ALLOCATED : IMPORTED : : M/TONS = :

l .
1 | | | | I

1985/86-1 35 : 29 | 83% : 210,528 { 190,282 i 91%
| ]

1986787 | 53 : 26 : 49% : 325,529 { 142,849 } 44%
|

1987/88 | 42 : 11 : 26% : 242,382 : 83,908 { 35%

-
| | | | | |

SOURCE: Ministry of Agriculture, Nairobi _
- VoL
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In summary, importers have not b2en able tn import sufficient
quantities on time due to late arnouncement of prices. GCK
involvement in determining anag announcing Maximum Retalil prices has
been the main obstacle to increasing supplies of fertilizers. Even
though the Govermment sets targets for annual increased levels of
fertilizer increasing the number of impncts and the amounts allocated
to import, these targets are not realized because of pric1ng
constraints.

However, when importers do import, they have done so at more
competitive world market prices, which have benefited farmers in
Kenya, due to the intcoduction of the BIP pricing system, better
knowledge of the world macket situation, and their application of
marketing skills and tetter planning capability resulting frmn/
training.

Impact on the GoK to develop and implement improved and useful
policies and procedures.

Discussion with government officials indicated that in the las* 5
years, there has been a gradual departure from the mare Lhenretical
estimation of.national fertilizer requirements to :ssessiments based
on projected utilization in the main farming areas of the country.

The estimates are then counter-checked with projections made by the
importers/distributors and large end-users., This exercise has led to
improved estimates of natiomal fertilizer requirements and annual
targetted increases in fertilizer availability. Imorovemnents in this
regard resulted from training and experience gained by qgoverrment
persomncl employed in the Fertilizev Tapits Section.

All firms allocated fertilizer are required to make periodic returns
of their sales and stock levels. This requirement is enforced
rigidly and forms part of the basis of further fertilizer
allocations. Further, the Central Bank of Kenya recently established
a fertilizer register into which details of fertilizer import
allocations are entered and monitored up to payment. This
complements the Fertilizer Input Sections' efforts to monitor

zer importations, stociks, sales and prices.

6, the Kenya National Fertilizer Assoc1ation was registered
with-open membership to all fertilizer dealers in the country, It
has an initial membership of 5 firms, and has already had fruitful
interaction with the GoK. Recently, a stearing committee on movement
of urgent public trafflec (including fertilizer), chaired by the
Office of the Przsident and with the participation of Kenya Ports
Authority and Kenya Railways, was formed,

Members of the Fertilizer Committee have gained considerable
experience and knowledge as a result of their involvement in tho
sector. The Fertilizer Inputs Sections' stalf have also gainmed
experience on the data coequirenents for monitoring the sector and
preparing the fertilizer anmiwal plan. Participation by relevant
government officers and private sector personnel in USAID - sponsored
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Fertilizer Development Policy Workshops and Marketing Training
Programs, and involvement of local Kenyan Consultants and consulting
firms in fertilizer related assignments, have increased local
expertise to articulate fertilizer policies.

The GoK Fertilizer Policy Paper and Sessional Paper Number ) of 1986
draws heavily from recommendations by experts, and government
officers talked to in the course of this assignment expressed a
desire to discuss and react to the draft findings so that thy can
keep informed. -

Discussions with members of the Fertilizer Committee indicated that
government officers understand the intricacies of the fertilizer
sector very well. Most of their knowledge was acquired in the last
few years as a result of continued involvement in the sector. These
officers addressed frontier issues such as the desirability of
establishing a fertilizer terminal with private sector participation
and manufacturing low grade fertilizer from locally available
resource/rock with impressive ease and competence.,

T.ae GoK's Sessional Paper Number 1 of 1986, the National Policy on
Fertilizer Pricing and Marketing, and discussions with government
officers indicate that there is a clear perception by the GoK of the

‘country's fertilizer needs and necessary po!icy direction.

Additionally, there are numerous policy and procedural changes
implemented by GoK since 1533 to improve fertilizer availability and
use.

Overall, the indications are that the GoK's capacity to develop and
implement improved and useful policies and procedures has improved
significantly since 1983. This has resulted from improved ability to
assess national fertilizer needs, improved monitoring of fertilizer
allocations, establishment and/or promotion of support institutions,
improved availability of local expertise to articulate fertilizer
policy issues, and increased willingness by the GoK to consider for
implementation recommendations by experts. The GoK is clearly better
able to assume a more apgropriate role to implement the
recommendations of its Fertilizer Policy Paper, and to make sure that
proper policies and procedures are implemented to make fertilizer
more available and to promote its use.

Impact on the GoK to improve planning.

Indications observed in Section 9 above show clearly that the GoK's
capacity to improve fertilizer planning has improved since 1983. In
particular, there has been improved ability to assess the country's
fertilizer needs through improved methods, improved capacity to
monitor fertilizer allocations, expansion of support institutions and
development and implementaticn of appropriate policy and procedural
changes in the last 5 years.

A
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11, Impact on donors to finance fertilizer imports and foster marketing
development through their programs.

The rumber of fertilizer donors and quantities of donor fertilizer
imported to Kenya have been increasing. Italy joined in 1985/86 and
the Federal Republic of Germany recently resumed fertilizer
assistance to Kenya after a break of some years. Recently, Finland
comnissioned a study to strengthen its involvement in the sector.
Donor itertilizer increased frem 25,148 tonnes in 1983 to 142,315
tonnes in 1987, Donor involvement in the fertilizer sector has,
therefore, been increasing. Currently, there are ll fertilizer
donors to Kenya. These are Norway, Demmark, Sweden, Finland,
Netherlands, Jzpan, Italy, West Germany, F.A.0., the World Bank and
USAID. y
USAID was the first donor to pronote increased fertilizer . 7
availability and use in Kenya through the relaxation of restrictive
fertilizer marketing policies such as the sole agency agreement with
KGGCU, and the development of a commercial marketing system. Since
then, most donors have utilized their fertilizer programs to foster
some sort of market development (see Chapter III Section 4). The
impact of this trend has been better donor-coordination and a
likelihood to support the GoK's efforts at sector reforms outlined in
the fertilizer policy paper.

A number of donors leave it to the GoK to decide on fertilizer types
most desirable for Kenya, and there is a general agreement among
danors that fertilizer assistance should have balance of payinents
support as its primary objective. Donors are interested in
understanding and streamlining the mechanisms for providing
fertilizer assistance in forms other than in-kind.

Negotiations between the GoK and donors are evidently more timely,
which permits better forward planning by the GoK. The GoK and donors
are agreed on the framework expressed in the fertilizer policy paper,
and some donors have agreed on the anounts of fertilizer to be
supplied annually over a 5 year period, reducing the time taken in
seasonal negotiations and further enabling improved forward planning.

. The d¥itdence shows increased willirgness by donors to import
fertfiizer types beneficial to Kenya. The GoK decides on types and
quantties to request, and some donors have shown considerable
flexibflity in terms of sources of their aid imports. In 1987/88,
for example, NORAD supplied fertilizer from Romania.

More donors are presently willirg to import/distribute aid fertilizer
in accordance with GoK/USAID procecures, For example, Japan and
Netherlands have agreed to have some of their fertilizer distributed
through tender. Italy and ¥. Germany leavc it to the GoK to decide
on appropriate methods of disposal wihich has been essentially the
USAID introduced system. There is evidence of increased conor
support for the efforts by USAID to promote liberalisation of
fertilizer mariketing and all the seven interviewed donors expressed a
commitment to support the GoK in attaining its development objectives

in regard tc fertilizer marketing. _ (}f
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pDifférences in the systems of disposing aid fertilizer have been
reguced in the last 5 years, auring which some donors became more
supportive of programs promoted by GoK/USAID. GoK and donors agree
that the development of improved systems of fertilizer pricing is on2
of the most urgent needs of the sector.

On balance, the evidence shows that the impact on donors to finance
fertilizer imports and foster marketing development through their
programs has bcen positive. This is indicated by increased donor
participation in the sector, increased willingness to impcrt
fertilizer types with greatest cevelopmental impact, increased
willingness by ccnors to rationalise between aid-in-kind and other
types of fertilizer assistance, increased donor-interest in )
fertilizer marketing, more timely negotiations between GoK and |
donors, and increased willingness by donors to import/distribuze
fertilizer in accordance with GoK/USAID procedures.

Impact of donor fertilizer on commercial fertilizer.

Donor fertilizer is of great termefit to the agricultural sector in
Kenya. However, it could hamper tne development of a fertilizer
marketing system. The practise of supplying dormor fertilizer as
aid-in-kind residualises commercial fertilizer importation and
necessitates very delicate planning and management of fertilizer
supplies to recuce the possibility of either over importation or

- under importation, and tc ensure that government fertilizer is sclc.

cC.

There is evidence that the GOK's fertilizer management and planning
has improved as a result of policy and procedural changes promoted Ly
USAID as part of its rertilizer Marketing Czvelopment Program, ang &s
indicated in Sub-sections 9 to 10 of this section. Such improvement
is likely to have reduced the negative imports of donor fertilizer on
commercial fertilizer. :

However, the GOK's management and planning of fertilizer supplies,
however good, cannot guarantee private sector distributors adequate
fertilizer supplies to er::ole them to make plans for investment in
their distribution networks. Under the circumstances, distributors
have no control on what is available for sale, because supplies
depend on commercial import allccations and allocations of government
fertilizer. The distributors are unable to know w-at quantities of
fertilizer they will distribute in the future and are, therefore,
unable to make long term investment plans. A strategy for further
reduction of this negative impact of conor fertilizer on the
development of fertilizer marketing is proposed in Chapter IV.

ANALYSIS OF IMPACTS .

1. Linkages of impacts to policy and procecural changes.
This section relates the observed impacts to policy and

procedural changes. Some of the impacts can te easily lirked ts
policy and procecural changss that have been promoted but 6tnh2ts
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are more complex b2ing intertwined with long-term and on-going
 programmes of GOK and other organizaticns.

Following the cancellation of the GoK exclusive agency with the
KFA/KGGCU, a competitive marketing system began taking shape,
and this has led to some favourable consequences for the
farmers. The rumber of fertilizer distributors and stockists
has increased as pointed out in the previous chapter. Accoraing
to the impacts indicators specified above, this has led to
improved availability and use of fertilizer in the country. An
increased number of distributors have participated in the
distribution of GoK/aid fertilizer from ore in 1983 tn over 80
now. Increased rumbers of distributors also have been allocated
comrercial fertilizer import quotas which have helped to ,
increase the supply of fertilizer. Some end users, particularly
small-holder Cooperative Unions, have also benefited through
direct allocations.

. An indication of increased competition in marketing of
fertilizers can be dramatised by the call for protection against
competitors by traditional distributors in Kitale. B8y 1988,
five extra distributors had emerged compared to only four about
5 years ago. These distributors were rompeting with each other
for customers by reducing their prices and expanding their
distribution networks through stockists. Farmers benefited from
reduced fertilizers prices an lower costs to abtain their
supplies. Investments in new distribution outlets has not teen
as high as could be expected as explaired above. Certain
uncertainties still persist particularly with respect to
allocation and pricing. Moreover, in the short-run opening up
of the market has tended to dampen investments among the
established distributors, as discussed in Section III B Section
50

"One of the goals of USAID programme has been to increase
fertilizer use and availability in Kenya particularly by
smallholders and in areas outside the major markets. As
discussed above our study has established increased availability
and use among farmers. This is attributed to policy and
procedural changes promoted by tha USAID, the GoK and other
donors as discussed in Section III A, above.

An integrated retail marketing system is emerging but it needs
continued support in order to entrench it. Allocations to end
users, of their proven requirements particularly the KTDA anrd
Cooperative Unions, has been one methoc to increase overall
_supply of fertilizer and guarantee that at least a small segment
of the fertilizer users are assured of supplies. In the
long-run an integrated market system will emerge and be
rationalised to ensure that end users would no longer nced to
import fertilizers. Instead, specialized importer/distribtutors
will emerge and will adequately supply both large-scale and
smallholder farmers. The cost of supplying both subsectors will
he met by the market. Allocation of required quantities will te
dore by the market, in accordance to the government policy paper.



- 52 -

Agriconsult

The GoK has also improved its capacity in planning and
"management of the fertilizer sector. This is in accoraoance with
policy and procecural changes promoted by the USAID ang other
donors. Some of these changes include the establishment of a
fertilizer committee, establishment of a fertilizer monitoring
unit, development of fertilizer import plan, review and revision
of the fertilizer pricing structure andg the formulation of a
policy paper. An inputs section has been established in the
Development Planning Division (DPD) of the Ministry of
Agriculture and has also been working closely with the Farm
Management Division. The latter has fleld officers who have
assisted in the establishment of cemand levels of fertilizer at
the farm levels. The inputs section has led to ar improved
annual fertilizer plan as par conditionality of the USAID., The.
recent changes in the Ministry of Agriculture procedures has led
to more accurate estimates of fertilizer demand requirements.
The Government has also established a fertilizcor committee to
deal with fertilizer matters including technical and policy
matters. The committee has enhanced GoK's ability to deal with
policy matters on the fertilizer sector, in line with USAID
condition. The committee has supervised the implementation of
Private Sector fertilizer policies in line with USAID/GOK
Agricultural Development Programme Loan Agreement. It has also
developed a fertilizer import plan, specifying types, guantities
and timing of fertilizer imports. The committee has also
attempted to address the issue of performance by
importer/distributors. It has accepted good performance as a
criterion for allocation of import quotas. At least 80% of the
import quotas are to be restricted to geruine and proven
imnorter/distributors while the other 20% will te open to new

< trants.

The government has manaced to announce commercial fertilizer
import allocations in good times. This is due to policy and
procedural changes promoted by USAID; the GoK and other donors
as discussed earlier. The GoK has not been able to provide a
flexible pricing system. Retail prices have not been revised in
good time. Consequently commercial imports were just about
one-third of expected levels in the 1987/88 season. The same
could hold true of the 1988/89 season but is definite for the
short rains because nobocy is importing. Government fully
appreciates the constraints created by the current pricing
system and accepts the need to revise prices at least twice a
year. In the short-run it has not been possible to implement
new pricing procedures because of complex bureaucratic
procedures. Some ground-work has already been laid to this end

- and the policy paper calls for this to be implemented. The nced
to provide adequate margins is also fully appreciated. The
establishment of wholesale and retail margins with adequate
incentives for retailers to establish retail market services has
not been done.

The GoK has promoted appropriate and affordable fertilizer
packages for smallholders. Standard lOkg and 25kg packages have
been introduced. The GoX pricing policy has permitted the extra
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costs to be passed to the users in linme with USAID
conditionality. .The 10 and 25kg bags-recuce the cash outlay Ly
small-holders and hence improved affordability. The lOkg pack
is especially popular in Central and Eastern provinces and tne
importance of horticulture particularly vegetable, tomatces etc.
which are grown in small plots. The popularity of the 50kg bags
was found to be overwhelming in Rift Valley and Western areas of

. the courtry where maize and wheat are very important. It was
also very popular among the coffee and tea growers of Centrel
Kenya. The issue of appropriateness of bag size need further
investigaticn. In some of the areas of study the small bags
were a very recent introduction.

The GoK has also managed timely negotiations with ddnors”to
assure timely arrivals. This stems frem greater awareness of
need in timeliness on the GoK part, and pressure of donors,
commercial sector and the farming community. The payment system
for donor fertilizer has been rationalized with distributors
paying in cash or bank quarantees NTE 180 days. This has led to
greater accountability on the part of distributors. 1In
addition, an improved timing and amourt of funds has been
realized.

A Kenya National Fertilizer Association (KNFA) has been
established as per agreement. It has not been as active as the
Kenya Agrochemical Distributors Associations (KADA). KADA arn
KNFA can keep up the pressure on the GoK to implement useful
policies for the development of the private sector. The two
organisations can support and lobby for the implementation of
the fertilizer policy paper thus helping to support increased
availability and use of fertilizer, In addition, KADA and KNFA
will bring issues to the GoK as elaborated below.

The government extension programmes dominate i:formation sources
about fertilizer use by farmers. Under the Training and Visit
(T and V) extension system the GoK has been promoting tetter
fertilizer use among farmers. This has particularly been the
case with maize. Other special extension programmes dealing
with specific crops exist such as the Kenya Tea Oevelocment
Authority (KTDA) for tea, Kenya Breweries Ltd, for barley, ECast
African Industries for sunflower and rape seed, and Britisin
American Tobacco (BAT) for tobacco. MoA extension service in
many instances issue blanket recommendations which do not take
into account for specific environmnental requirements. The USAID

. conditions had called for the development, production and
dissemination of information leaflets on fertilizer use. So far
the leaflets have been developed but production and distributicn
is awaited. Extension efforts through the distributors may have
had even greater impact if this had been done.

The impacts which we have discussed abdve are largely bencficial

for farmers and importers/distributors. They are soundly based

in trying to promote greater fertilizer use by farmers which is

in line with Government policy papers (Sessional Paper Ho. 4 of /Qg
- 1981 and No. 1 of 1986, and the Developnent Plan 1984/88).
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. Fertilizer Market Development is also crucial because in the

long-run one could anticipate recuced aid fertilizer, In such a
situation the country would have to resort aid to greater
reliance on the commercial sector which neeas to be carefully
nurtured. The GoK has producad a balanced fertilizer policy
paper which provides a sound foundation to contirue the reform
process. Most of the objectives of the paper are in line with
USAID objectives and goals as elaborated below.

The negative effects as seen by participants in the sector
include the observation by importer/distributors that further
opening up of the fertilizer market will reauce incentives for
further investments. Simply put, the quantities handled coulc
become very small and hence marginal to their lines of
business. The importer distributors are unhappy with >
allocations to brief-case distributors, who in turn want to sell
back to them for the quick back. The appropriate rumber of
genuine importer distributors which the Kenyan fertilizer market
can support will be determined overtime through a
rationalization process. In the meantime it i1l be important
to maintain a naw system of free entry and exit until the
appropriate equilibrium is established.

Pl

Another potentially negative factor is related to the popularity
of DAP. The indiscriminate use of acidifying fertilizer such as
DAP on soils which are already acidic could lead to a growing
acidity of the soils and possible crop failure. The same ls
also true of the use of basic fertilizers on basic soils. As
stated earlier, blanket recommendations on fertilizer use are
given by extension. To overcome this problem, the USAID coull

~ liaise with the National Agricultural Laboratories which has

been undertaking a comprehensive fertilizer researcn. In tne
long run what is needed is expanded soil analysis facilities in
the country.

The GoK apprcciates policy dialogue and is also happy with the
progress bein: made in establishing a sound fertilizet marketing
system. There appears to be some misgivings among government
officials of donor involvement in what are considered
administrative matters of the GoK. Some USAID conditionality is
too specific and some of it deal with-low level cecisions anc is
too short-term. Some of the conventions and conditionality
provide very fine administrative details including specifying
specific dates within a calerndar year, administrative procedurss
and new institutions such as KADA. Rather, USAID should concerr

_itself more with policy matters, objectives and overall goals.

A medium to long run period of three to five years would be more

. appropriate than a short run period in this sector.

Progress made towards meeting the objectives of the USAID
Fertilizer Marketing Development Frogram.

The objectives of the Fertilizer Marketing Development Prcgram
signify actions which had to be ccmpleted in the short term
(1984-88) in order for the goals, which are long term, to have a
chance of being achieved. Although the purpose of this stuay is
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b.

not specifically to evaluate the Program, an assessment of
progress made towards achieving the objectives and goals is an

- important measurement of impact. As stated in the Background

Section of this report (Chapter II), an efficient commercial
agricultural input marketing system is one element needed to
expand agricultural production. This section and the next
highlight USAID's impact in cortributing to sustainable
agricultural production.

Expanding the involvement of the private sector in fertilizer
distribution in Kenya.

In terms of numbers, the Program has resulted in wider
private-sector participation in fertilizer distribution. There
are currently about 45 firms dealing in fertilizer, almost 10
times what there was in 1983 when the program begun. Some pf
the firms may not be bonafide, but most of them are and have
consistently tendered for the distributicn of government -
fertilizers. These firms have developed expertise in marketing
systems development and promotion of fertilizer use. Such
expertise is gained from h-nds-on experience and trairing. The
KNFA and KADA have become a forum for these firms to discuss
improved marketing with the government.

Increased private-sector involvement has led to wider
geographical distribution of fertilizers and has created s
competitive climate., In addition, it has increased
accessibility to fertilizers by farmers, and can supplement
centrally - provided extension services.

Improved GOK capacity to collect and analyse fertilizer sector
data for better planning and decision making.

Significant progress has been made towards improving GOK's
capacity to collect and analyse fertilizer sector data. This
has resulted from 1). increased expertise by government
personnel in the Fertilizer Inputs Unit, 2). Government

officers continued involvement in the fertilizer sector as a’

result of their membership in the Fertilizer Committee, 3).
interaction between the GoK, donors and the private sector and
4). jncreased availability of local consultants capable of
artioculating fertilizer policy issues. .

This increased capacity will enable the GOK to betler define and
carry out its role in the future development of ferciliZer
marketing, to monitor the impact of local and international
changes on fertilizer marketing and make necessary adjustinents
to improve fertilizer availability and use in the country.

Encouraging agricultural input distributors to invest in retail
marketing.

The: : is some progress towards achieving this objective as
evidenced by increased participation by the main distributors in
fertilizer retailing. However, such progress appears to have
been hampered by what the established firms see as 'unfair

:
~
0 .
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e)

‘competition' arising from the involvement of a larger number of

private sector firms including traders, some of whcm are seen
not to be seriously interested in making fertilizer distrituticn
one of their main lines of business. This has created some
uncertainty in fertilizer marketing especially for the more
established firms who seem to have decided to wait until the
dust settles befare they can make major investment decision.
There is some apprehension that if the process of expanding
private-sector participation continues, the quantity of
fertilizer going through each firm may be too little to justify
investments in retail marketing by individual firms.

There seems to be, therefore, a short-term conflict between

- expanding private-sector participation and encouraging > -

established firms to invest in retail marketing services.
Progress toward distributor investment is also hampered-by
inadequate profit margins and uncertainty of allocations. The
lack of significant progress toward this objective is not,
however, a major hinderance to developing an efficiert retail
marketing system. The expansion of private sector participation
and increased fertilizer availability in the country have led to
expanded fertilizer retailing. There is, however, tremendous
scope for firms to invest in retail marketing services.

Increasing farmers' awareness of the value and proper use of
fertilizer,

Farmers' awareness of the use of fertilizers has increased since
1983, About 40% of those interviewed said they had received
extension advice, and 5% of those not using fertilizer 5 years

" ago who are currently using fertilizer said they were not aware

of the benefits then. This increase in farmers' awareness
resulted from.the Training and Visit extension program supported
by the World Bank. The fertilizer information leaflets promoted
as part of the USAID Fertilizer Marketing Development Program
have not yet taken-off, and farmers' awareness of the benefits
and proper use of fertilizers would have increased more if the
leaflets had been distributed. However, farmers are definitely
more aware of the benefits to fertilizer use and its proper
application. There is demand for the ‘expansion of fertilizer
marketing development.

Increasing the overall supply of fertilizer in the country.

The supply of fertilizers in Kenya has increased from 206,424

“tonnes in 1984/85 to 225,265 tonnes in 1987/88 (Chapter II,
_ Table 2). This has resulted from increased donor importation, -

which increased from abcut 73,000 tonnes in 1984/85 to about
174,000 tonnes in 1987/88 (Chapter II, Table 3), higher
incidence of allocations of Cooperative Unions to their proven
allocations, as well as increased carry-over stocks. Increased
fertilizer supply resultsd in increased fertilizer availability
to, and use by smallholder farmers.

S . A



Agriconsult

a)

b)

There- has been expanded donor-participation in fertilizer
importation and the community is generally committed to
increased donor-fertilizer importation into Kenya. In additicn,
the private sector importers appear willing and able to import
fertilizer commercially provided they receive allocation on time
and prices are right and timely. Overall, the increasing trerd
in fertilizer supply in the country appears sustainable.

In summary, there has been expanded private sector involvement
in the fertilizer sector in Kenya, improved GOK capacity to
collect and analyse fertilizer sector data for better planning
and decision making, increased fertilizer retailing, increased
farmers' awareness of the benefits and proper use of
fertilizers, and increased overall supply of fertilizer in the
country. The objective of the USAID Fertilizer Marketing
Development Program have therefore, been broadly achievéd.
There is, however, need for further attention to be given té
encouraging distributors to invest in retail marketing services
and increasing farmers awareness cf benefits and proper use of
fertilizers,

Progress towards meeting the goals of the USAID Fertilizer
Marketing Development Program.

Putting the foundation of a Commercial Marketigg System in place.

Some progress has been made towards this, as evidenced by the
existence of expanded private-sector participation in the
marketing of fertilizer. There is, however, need to create an -
enabling environment for the firms to consolidate their
involvement in the sector. 1In particular, there is need to give
further incentives for the private sector firms to invest in
retail marketing and services. Such factors as uncertainty of
supply and prices, which result from the GOK's involvement, make
private sector firms hesitant to expand and invest in retail
marketing. These factors and the nature of GOK's future
involvement need to be rationalised.

While the USAID Fertilizer Marketing Development Program has
helped establish some foundaticn for a commercial fertilizer
marketing system, the program has been operating for too short a
time for the solidification of such a fcundation.

Assist the GOK to develop and carry-out a national policy on
fertilizer marketing.

Recently, the GOK released the National Policy on Fertilizer
Pricing and Marketing Paper. This naper contains proposals that
reflect the current thinking by the main participants in the
fertilizer sector; namely, the GOK, the donor community and, tnr
some extent, the private sector., The major recommendations
include improved methods of estimating national fertilizer
requirements, removal from the allocation system of certain
types of fertilizers, rationalisation of fertilizer assistance,
performance bonding to ensure that commercial-fertilizer

~.

P

i
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'importers carry out their role, improved prlc1ng of both

commercial and donor fertilizer including prov1510n for adequate
margins, and increased monitoring of fertilizer prices
especially in areas outside the main marketing centres, The
recommendations support improved fertilizer marketing by showing
the GOK's commitment to the commercial secter, a relaxation of
the administrative procedures and schedules, and a recuction in
the GOK's involvement in the sector.

The Policy Paper clearly indicates the GOK's desire to promote
the development of fertilizer marketing and to increase
fertilizer availability and use. The recommendations have yet
to be fully 1mpl°m°nted and the USAID and other donors need, tC
support the main thrust of the policy paper and assist the GOK
to carry-out the recommendations.

Increasing Fertilizer Availability and use in areas outside the
major marketing centres.,

" Most of the fural trading centres in the main farming areas of

the country now have 3-4 fertilizer stockists, compared to .one
or none 5 years ago. The wider network has resulted from
increased fertilizer supply in the country. About half of the
fertilizer distrioutors increased their distribution network
while 43% exp-nded their distribution capacity to better handlz
increased quantity of fertilizer. About 55% of the farmers have
increased their fertilizer use since 1983 and new farmers have
joined the ranks of fertilizer users. This has resultsd from
increased availability and accessibility of fertilizers
especially by the smallholder farm2rs as well as increasec
farmers' awareness of the benefits and proper use of fertilizers.

The indication is that there has been increased fertilizer
availability and use in areas outside the major marketing
centres. Fertilizer availability can be increased further by
incorporating adequate retail margins in the fertilizer-price
ceilings. Fertilizer use can be further increased by providing
enhanced extension to farmers and by promoting price competition
through decontrolling of prices in the remote areas.

Helping the GOK to better define and carry-out its role in
making sure that fertilizer is available tc farmers as when
needed.

Significant progress has been made towards helping the GOK to

" better define and carry out its role in the fertilizer sector.

This has been achieved mainly through policy and procedural
changes implemented since 1983, The establishment of the
Fertilizer Committee, the Fertilizer Inputs Units and other
support institutjons and the GOK Policy on Fertilizer Pricing
and Marketing are significant manifestations of that process.
The GOK has a clear perception of its role in the sector, tut

will need to keep on re=-defining such role because the sector is

dynamic.
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In summary, significant progress has been made towards achieving
the goals of the USAID Fertilizer Marketing Development

Program. Specifically, fertilizer availability and use in areas
outside the main marketing centres has increased, the GOK nas
developed a national policy on fertilizer marketing and is
better able to define and carry out its role in the fertilizer
sector, and the foundation of a commercial marketing system is
taking form,

The goals of the USAID Fertilizer Marketing Development Prograrm
are long term and needs encugh time for full realisation. Jhe
next chapter outlines why and how USAID should continue its
assistance in promoting the development of fertilizer marketing
in Kenya. ’
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CHAPTER III

The Strategy for Future USAID Programs aimed at Continued Improvement

of Fertilizer Marketing, Availability ana Use in Kenya

A.
1.

2.

The need for continued USAID involvement

The extent to which a viable commercial marketing system is in
place.

The functions and needs for a commercial fertilizer marketing”
system in Kenya have been explainsd in previous chapters, *As
pointed out in Chapter III, a viable commercial fertilizer
marketing system is emerging in Kenya. There is now a.
widespread coverage by private sector firms in fertilizer
marketing. Man,; of these firms are expanding their primary and
secondary distribution networks. As a result, there is
increased availabiliiy and use of fertilizer, especially at ths,
costly and often ignored smallholder sector, as well improved °
awareness of the benefits of fertilizer use. The GoK has also
bequn to libsralize the sector to enable a commercial system to
operate. GOK mistrust of the private ssctor in fertilizer
marketing has begun to soften as can be seen from the goals
expressed in the Fertilizer Policy Faper.

However, the marketing system is infantile and requires
continued support. The c-ivate sector firms require time to
develop sufficient conficsnce in the GoK's efforts to promote
the sector and for the marketing system to consolidate itself.
Likewise, the GoK needs continued support to satisfy itself that
this strategic input can be marketed fairly and efficiently by
the private sector to the benefit of the smallholder farmers.
The country is far from having the same fertilizer marketing
structure back in place which was in existence ‘prior to 1974,
but there have been significant beneficial policy changes
implemented since 1984 which if continued with the same
momentum, will result in a fully self-sustaining commercial
marketing system. :

Remaining Constraints

Aid fertilizer is appreciated by the GoK, the private sector and
the farmers, and contributes significantly to agricultural

-~ prodJyction in Kenya. However, the practice by the donor

community to supply fertilizer assistance as aid-in-kind
necessitates GoK involvement to plan and manage the sector.

This requires that national fertilizer requirements for each
season are estimated, donor intentiors are established and the
balance of national fertilizer requirements not met though conor
financing is allocated annually to private sector firms who
would have made requests, for commercial importation. Thus the
presence of aid fertilizer denies the private sector the

.
.
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decisions on how much of what types of fertilizers to import,
since firms can only imgort their allccated types and
quantities, As a result, the firms are uncertain about their
fertilizer supplies, which vary frcm y=2ar to year and arz often
inadequate. Private sector firms are :nable, therefore, to make
the necessary investment plans for their distribution networks.
Therefore, there is need to provide f2rtilizer in forms that .
minimize the GoK's involvement, arc n,mn it possible for the

* private sector to make most of the me cr decisions associatea
with type and quantities of fFertilizers imported into Kenya, and
which encourage private sector invesient in fertilizer
distribution. Section B of this chact:r presents a detailed
proposal on how fertilizer assistarnc: should be modified tg °
reduce the necessity for the GoK inv.lvement and.to enhance and
assist private sector involvement in the development.

The decision to literalize fertilize~ marketing is sound. Such
liberalisation has led to fertilizer c’locations to end-users
including Cooperative Unions. Allccatinns to end-users other
than Cooperative have, however, taken away the profitable
largescale sector from the private distributors and ieft them
with the less profitable smallhold:r sv:tor only. The

fertilizer market outside the lar¢zs7:le secter is limited and
costly, and cannot alone supgort ¢ .9'wingfully large private
fertilizer sector. While the malk will rationalise itsclf as

it develops, allocations should, in !> meantime, be encouraged
to private sector firms and Cooperati = Unions only.

All fertilizer sold in Kenya is subd__t to price contr . to
protect the farmers from possible exploitation by the private
sector. The establishment of meaningful price ceiling
reflecting the international fertjlizer prices and incorporating
domestic costs appears onerous, especially because of
difficulties associated with obtaining adequate and upto date
international C & F data. The Fertilizer Input Section, which
has the responsibility of assembling such data, and which has
been in existence for only 2 years, does not appear to have
either established reliable information sources or gained the

requisite experience. As a result, prices are not revised ir
time for private sector firms given lmport allocations to import
on time,

For two consecutive years, commerci~i luporters did not import

because the prices were anncunced '~ .z, In the current season
(1988/89) although the import allo~.:-.2ns were announced at the
beginning of July, the prices had - o cen released by
mid-September and the commercial f: . had therefore not decided
whether or not to import. When th= ::ices are finally
announced, the importers compare ti ~ ¢ 2ected profit margins
from commercial imports with those - : covernment (aid)
fertilizers. If the margins frca « .oroinent Fertilizer appear

more attractive, firms do not imgor ¢.en wien they are not
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assured of allocations of government fertilizer. This
complicates plranning and managing the sector. Eventually, all
fertilizer price controls shculd be removed, In the meantime,
prices of fertilizer types in imgort schecule A which are
subject to allocations should bte anncunced immediately after the
import allocations so that importers can make their Import plans.,

When the profit margins are small and fertilizer supplies are
limited, the major distributors are unwilling and unable to pass
any margins to their stockist. This makes it difficult for the
stockists to operate on a continuing basis. This problem w1ll
be solved as the market develops and prlces are gracually

freed. In the meantime, however, the price C°lllﬂg$ snculd
incorporate adequate wholesale and retail margins and adequate
fertilizer supplies should be ensured. .

The Fertilizer Inputs Section does not seem to be either fully
integrated into the civil service or adequately provided for to
gJarantee staff terure and continuity. The Section is expected
to play a major roles in monitoring the sector as the fertilizer
market develops. It is, however, presently weak and its future
uncertain. It requires strengthening.

Lack of credit is a problem at all levels of the sector.
Although some new distributors, btenefiting frem changes in the
last 4 years, have provided fertilizer to their creditworthy
stockists, more than 60% of the stockists did not receive any
credit, and the terms were hard for those who did. The majc- &
maintained credit as one of their urgent needs. The credit
issue demands a study to explore the extent ot the problen ang
the potential effectiveness of different systems of providing
fertilizer credit especially to the rural stockists and
smallholder farmers.

There has been an increase in the availability and use of
high-concentrate fertilizers such as DAP over the last 5 years
This has brought into focus the need for improved soil
management practices to reduce the likelihood of soil
destruction and reduction in crop yields through increased scil
acidity. There is need for more localised and regular scil
testing to monitor changes in acidity levels to reduce the
potentially negative effects of enhanced fertilizer use.

3. Desirability and/or Scope for Continued USAID Involvement in
Fertilizer Marketing in Kenya,

a.

Validity 6F Current Goals and Objzctives.

All the goals and objectives of the USAID Fertilizer Marketing
Development Program remain valid. Significant progress nas cesn
made towards their achievement, but a lot of scope still
remains. USAID has so far prov1d=d mich neeced leadership in
initiating and promoting the reform process necessary for tne

‘
~.



- 63 -

Agriconsult _ ’

eventual full development of fertilizer marketing in Kenya. The
GoK fully appreciates USAID's efforts towards this end, and most
of the other donors are gradually supporting the GoK towards
this. USAID's contirued leadership will be crucial in ensuring
that fertilizer marketing in Kenya remains on a firm foundation.

Areas needing continued, refined or expanded attention.

" The donor community needs to review the nature of its fertilizer

assistance to Kenya, so that such assistance promotes the

development’ of fertilizer marketing by passing on the major y
decision, such as types and quantities of fertilizer to import,

to the private sector and help reduce the GoK's involvement: to

monitoring of quality and prices only. Fertilizer assistance in »
the form of Balance of Payment Support would satisfy this :
requirement, subject to developing conditions to ensure that the

private sector fully utilizes the facility.

Prices should be gradually liberalised. In the short-run
however, the Maximum Retail Prices should be announrced on time,
and should incorporate sufficient margins to give distributors
and stockists a sound commercial justification for continued
involvement in the sector. The costs of supplying fertilizers
to farmers in areas outside the main trading centres vary
considerably. There is no proper basis for setting up price
ceilings in such areas. In the short-run, there should te no
price controls in areas outside the main trading centres, which
would be cortrolled indirectly through the price ceilings in the
aearest trading centres. The prices outside the main centres
snould be completely freed to promote further competiticn at the
grass roots, and to reduce the ccst of fertilizers to the
smallholder farmers. 1In the long-run, prices should be
liberalised completely.

Opening up the Fertilizer Market has resulted in wider private
sector participation. The focus should, however, be shifted
from further expansion to strangthening of the firms that have
so far shown interest in continued involvemerit in the sector.
The aim should be to promote 25-30 indifenous private sector
firms, supported by a wide network of stockists, consistently
involved in fertilizer marketing and with the recessary
investments in distribution facilities and services, There are
currently too many firms receiving allocations.

The GoK will need to reduce its involvement in the sector as the
fertilizer market develops. Simultaneously, the Fertilizer
Inputs Section will require strengthening and better access to
data to better carry out its role. The Section is expected to
undertake enhanced monitoring of quality and- prices as the
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market develops. There is need for both the GoK and the donor
community to appreciate the need for, and to ensure, the
Fertilizer Inputs Sections' continuity.

c. Indications frem GeK, other donors and private sector for
continued USAID - involvement in tne secter.

Kenya has Balance of Payments prcblems which are not likely to
disappear in the foreseeable future. It will continue to
welcome any assistance that will nelp improve the balance of .
payments position. The GOK seeks to maximise foreign exchange
and tries to maintain a mutually acceptable relaticnship.with
all its donors incluaging a willingness to discuss matters on
which it may hold a different opinion frc~n the donors. - OQur
interview with Government Officials indi:z:ted that the GOK fuily
appreciates USAID's efforts to promote fertilizer marketing in
Kenya, and is satisfied with achievements made so far. There is
no doubt that the GOK welccmes continued involvement by USAID,
subject to the mocalities of such involvement being worked out
and ciearly understood by the two parties.

There are differences in donor objectives and conditions of
assistance to Kenya. The donor community is, however, generally
supportive of the GOK's efforts to develop the country. A
majority of the donors have shown willingness to support golicy
and procedural changes promoted by GOK/USAID to develop ’
fertilizer marketing. Some have followed USAID's exz~-:le and
have developed some interest in fertilizer marketing. The
evidence is that donors appreciate USAID's leadership in this
area, and they would continue their involvement in the sector.

The farmers have benefitted significantly from USAID's
fertilizer marketing development program and are satisfied with
USAID's DAP. The main distributors are concerned with "unfair
competition" from firms receiving allocations who are no genuine
distributors which has resulted from the program, but the
private sector has, on balance, tenefitted and wculd not mind
continued involvement in the sector provided the modalities arz
streamlined to reduce scme of the possible negative impacts of
such involvement. .

4, Fﬁfure Role of the’donors

" This study includesd interviews with dorors who provice aid
fertilizer to Kenya including the Netherlands, Finland, Sweden,
Norway, Italy, West Germany, and the World Bank. The intervisw
sought to establish the perception of donors on fertilizer
marketing development and to icentify any strategies and
programmes which they may have.

The World Bank and the Netherlands have interests similar to

those of the USAID and could be expected to support scmewhat tne
-position of the USAID on market develgpment. The Gox- q
formulation of the fertilizer coliecv paoer and its . Q,

/
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‘under the Agricultural Program. Just like the USAID, the World
Bank is interested'in issues relating to pricing of fertilizer
(including the timing of price announcements), government
planning pertaining to fertilizer, the timing of fertilizer
imports and the implementation of the fertilizer policy as
elaborated in the government paper. Although the Bank does not
provide aid fertilizer in kind it is an important doror whicn is
likely to maintain the pressure to see that appropriate policies
in the fertilizer sector are implemented in the future.

The Dutch have recognized the negative role of aid-in-kind in
relation to the development of viable commercial fertilizer
marketing. Several studies on the fertilizer sector have been
undertaken under Outch sponsorship and funding. Some of their
recommendations have been incorporated jin the GoK fertilizer
policy paper while others are similar to'some of the

A

conditionalities of the USAID Agricultural Development Programme.

The Dutch have agreed to provide part of their fertilizer aid as
foreign exchange for Balance of payments support, rather than
continue providing all of it as commodity aid. If the system
works well there could be a total shift or changeover to balance
of payment support., Thus the Dutch, and the World Bank are
strong allies of the USAID in promoting fertilizer market
development, balance of payments support rather than
aid-in-kind, and in the overall liberalisation of the fertilizer
market.

Other donors who could be persuaded tc back the USAID and the
. World Bank are West Germany and Finland. The Germans are
wirrently satisfied to leave major decisions pertaining to the
f« L..izer sector to the GOK. They would however, be happy to
provide foreign exchange for the purchase of fertilizer under
balance of payments support. They also indicated that they
would bhe comfortable to co-ordinate their programme with those
of other donors. .

The Finns have also supplied aid fertilizer. At the time of our
interview, they had just completed a study on the fertilizer
sector which addressed such issues as pricing and fertilizer
stock policy. Many of the recommendations from their study are
similar to the positions advanced by the Dutch and American
conditionalities. These included the need for a more flexible
pricing system with the eventual possibility of a liberalized
system, supply of fertilizer in smaller bags of 10 - 25kg ard
increased support services including soil analysis, credit and
“extension. In addition, they recamend that the allocation
system should ensure that only serious distributors obtain
import quotas.
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Other donors such as the Norwegians (NCRAD), the Italians and
Swedish (SIDA), while providing aid fertilizer in kind, did not
concern themselves with fartilizer market cevelopment. The
Norwegians have a completely untied system of providing aid
fertilizer. The Swedish, like other Nordic dcnors, emphasise
that their assistance should go to small-scale farmers and hence
prefer a distribution system through cooperatives and
parastatals which serve smallholders. Their.concern is more
with the ability and efficiency of these organs in delivery of
fertilizer. The Japanese also provide aid fertilizer which
tends to cause special pricing problems because of its high cost.
Aid fertilizer is popular with donors and is likely to :
continue. Also given balance of payments problems, Kenya is
likely to continue to seek more assistance. ODonor co-crdinaticn
is, and will continue to be, an important issue if donors are to
assist the GoK to implement fertilizer policy as plannsd.
Increased supply of fertilizer from both aid and commercial
sources will play an important role in market development on the
lines suggasted by the USAID and the CoK. This is the only way
of maintaining the pressure and momentum towards an improved
market system,

Future Role of the GoK

Fertilizer is viewed by Government officials as a strategic
commodity and this is used to justify government involvement in
the sector. Government involvement in fertilizer business in
the future is hc-2ver circumscribed by the new policy paper.
According to the Fertilizer policy paper, the short term and

" medium term objective is to ensure that fertilizer is always

available to the farmer at the right time. In the short term
government will continue to be involved in pricing, allocation
of commercial imports and working towards a more liberal
marketing system as spelled out in the policy paper.

In the areas of pricing the short-run issue is to up-date the
pricing formula, improve the accuracy of the estimates of
benchmark (C & F) price and to ensure adequate margins in the
MRP for distribution in the rural areas. In addition, the
frequency in the revision of prices will be increased to reflect
changes ir international prices. In relation to allocation, the
GoK hopes to establish criteria for qualification of allocation
in order to ensure that quotas are adequately large to permit
economic procurement. The GoK will require performance bonding

" to ensure realistic application and also separate long and short

rains allocations.

In the long-run, Government role in the fertilizer business will
be restricted to monitoring and ensuring the importation of
appropriate quantities of the right types of fertilizer.
Fertilizer marketing will be liberalized and the donor, will
supply fertilizer funding of foreign exchange as part of balance
of payments support in ordsr to enable the government td recucs
.its direct involvement in allocations and policy.

[\
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Future Role of the Private Sector

Kenya has a fairly well developed private sector. The
Government of Kenya has recognised that the private sector has a
crucial role to play in development.

Kenya has in the past, had a history of a successful intergrated
fertilizer marketing system in which the private sector was a
major player. Although that marketing system went into disarray
its faundations were not totally dismantled., It is generally
felt that the private sector has not only a crucial role in -
rebuilding this system but also sustaining it. The future role
of the private sector can therefore be stated as follows: ~

a) to initiate dialogue with the Government officials in

‘ order to facilitate exchange of views and ideas on
matters affecting fertilizer marketing system
development. This can be achieved through increased
activity of the Kenya National Fertilizer Assaciation and
KADA which should serve as lobbing and public relations
bodies for the private sector.

b) to carry out effective planning, decision making and
efficient implementation of such plans and decisions at
company or orgainization level.

c) develop the distribution facilities and services by
investing in the expansion of distribution networks at
wholesale and retail leveis, provision of essential
advisory services to the Farmers on fertilizer use to
ensure that fertilizer is available to the farmers at the
right time and it is correctly used.

d) promotion of fertilizer use through field demonstrations
and advertising,

e) support research on fertilizer use development through
financial contributions and collaboration with research
institutions. ,

f) through efficient and effective importation and
distribution of fertilizers in the transition period,
establish credibility in the private sector and allay the

- fears that reduced Goverrmment involvement and controls in
the fertilizer marketing system would result in
non-availability of this strategic commodity - fertilizer.

g) facilitate the implementation of the Government
fertilizer policy paper.
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B. STRATEGY FOR FUTURE USAID INVOLVEMENT

1. Elements and Focus of the Current USAID Program

At the inception of the USAID program, the fertilizer situation was
considerably different from what it is now. Availability was a pressing
concern then, and little work had been done on the sector, particularly
with respect to pricing and marketing.

The program, being confronted with this situation, was directed at the
time, towards addressing the causes of the availability constraints that
could be tackled, and show impraovements, in the short-term. Thus, the
first foous was on promoting changes, some administrative, in the GCK
management of fertilizer that affected pricing and marketing. -

Having taken steps aimed at improving the climate for fertilizer
marketing, the program next focused on marketing development. In
negotiating with the GOK the opening of distribution of its aid supplies
to all distributors (rather than only the KGGCU), it achieved the first
reform in the process of marketing liberalization., The original system
was a constraint to the development of primary and secondary distribution
in the country, and particularly the growth of retail networks. '

Thus the focus of the program changed over the period of its existence,
and three elements can be identified, in the order they were addressed:

- improvement of GOK m--agement
- development of marke..ng
- improvement of farmers knowledge

The focus of the program has thus progressively evolved from one
promoting improved GOK fertilizer management to one promoting
institutional development and structural adjustment. This trend reeds to
be continued.

The recent issuing of the GOK Fertilizer Policy Paper has now provided
the necessary foundation to continue with the reform process. The USAID
program can now be further fine-tuned so that. it can more closely aahere
to the requirements of the stated GCK goals.

The Key Obstacle

The liberalization of fertilizer marketing the country is impeded by the
current practice of donors to supply fertilizer aid-in-kind. This
practice has prompted GOK intervention because, to avoid excessive
importation (particularly in times of foreign exchange constraints), the
GOK regulates commercial imports in accordance with aid supplies (which
may vary greatly). The relationship is best described by the following
equation:

IMPORT REQUIREMENT = AID SUPPLIES + COMMERCIAL IMPORTS
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Because of the need to maximize the use of available external funds,
commercial imports are managed so that they supply only the balance of
requirements. The mechanism Dy which imports are managed is the
allocation system under which importers are allocated import quotas,

R second GOK tool which directly influences commercial imports is the
setting of Maximum Retail Prices (MRP). If the prices set by GOK provide
suitable margins and announced on time, importers will import, if no,
they will not.

- GOK Fertilizer Policy

The GOK Policy Paper for fertilizer Pricing and Marketing states:
~ "™(j) in the long term, fertilizer importation shaild be liberalized,
with the role of the GOK limited - to monitoring the types and g
quantltles imported;" (p 7y

To achieve this long term goal will require sequential lmplementatlon of
the following:

1, Ratlonallzation of fertilizer aid.
2. Relaxation of import controls.
3. Decontrol of prices.

Given, the political sensitivity of fertilizer, the implementation of
such policy is very delicate and the manner in which it is carried out is
crucial. Dismantlement needs to be carried out at a pace that will not
disrupt either the agricultural sector or the supply sector.

Trus the GOK has embarked on a erategy of selective relaxation of
controls to be implemented over the medium term.

Under this strategy, the GOK does not intend to relax import controls on
all fertilizer types immediately, as this would be likely to disrupt the
affected sectors of the economy. Rather, it intends to relax controls
selectively and gradually. The most politically sensitive fertilizer
types, such as those used to grow the staple diet, maize, by small
farmers, will be decontrolled last.

The system adopted by the GOK to implement this strategy is to identify
suitable fertilizer types and remove them from the allocation system.
The removal is to be undertaken progressively, at a politically and
economically acceptable pace, which will also allow monitoring the
resultant effects closely.

To implement this system, the GOK has created two fertilizer import
schedules: Schedule A and Schedule B. Importation of fertilizer types
in Schedule A will continue to be controlled by the allocation system,
while fertilizers in Schedule B will not.
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The rationale for strategy adjustment

The GOK liberalization strategy can only be applied for fertilizer typas
which are not being supplied as aid-in-kind by donors. Yet, since the
GOK needs to maximize the aid available, it is reluctant to place any
constraints on donors. Since fertilizer is a crucial aid commoaity,
reducing this assistance is not a viable solution.

The GOK Fertilizer Policy Paper further states:

"(k) in the long term, donors should be requested to supply .
fertilizer aid in the form of concessional funding for lmportatlon
rather than as aid in kind." (p. 7) . o

Thus the key to further reform is to phase out aid-in-kind at an-
appropriate pace, without reducing the amount of aid that can be
absorbed, by:

1. Defining a number (progressively increasing) of fertilizer types that
" cannot be supplied as aid-in-kind (a number are not being supplied
anyway).

2. Phasing out aid-in-kind for the remaining types.

To implement the second action, some of funds available for fertilizer
aid will need to be utilized under a different disbursement system,
namely by providing funds for the import of fertilizer by the commercial
sector. This will allow donors to maintain the assistance at current
level (or even increase it), while phasing aut aid-in-kind.

In essence this will entail reverting closer to normal commodity import
practice, and will therefore require some donors to moderate the
conditions attached to this assistance (eg that the fertilizer be aimed
at specific market niches such as small farmers).

The inception.of such a syétém will require the active cooperation of
donors and, because of the different policies of donors, will have to be
arrived at through coordination and bilateral_negotiations.

As the USAID program has been supplying fertilizer aid-in-kind, it also
needs to reformulated in order to conform to the change advocated. The
strategy of the program will thus need to be redefined and an appropriate
disbursement system developed and adopted.

The chain of events envisaged and an indicative timetable are shown in
the following Table 4.1. .
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Table 3.1: Timetable of Events

Events 7 Timetable

l. USAID opens up.distribution of | - Achieved.
aid supplies

2. GOK issues policy paper on | = Achieved.
selective progressive
deregulation

3. Donors agree not to supply some | - Before 1989/90 season.

types as aid-in-kind L .
”

and -

DONORS progressively shift out | - Start 1989/90 season.

of aid=in-kind for the remaining -

types.

4. GOK progressively removes types | - Started in 1988/89 -
agreed by donors from allocation | non-maize types completed
system. | within 4 years,

5. GOK progressively removes or | = Started in 1968/89 -
reduces price control on types | non-maize types completed
no longer in allocation system | within 6 years. '

6. Eventually no types are supplied | - ?
as aid-in-kind and all types are |
|
|

freed from controls.

2. Recommended Future Strategy

Whereas the aims and objective of the USAID program remain valid, the
developments outlined above have made it necessary to adjust some
elements of its strategy to attain these aims and objectives.
Specifically, the strategy needs to incorporate the phasing out of
aid-in-kind, to enable the GOK to attain its stated long term goal of
liberalizing fertilizer marketing.

To phase out aid in kind without reducing the assistance to the
fertilizer sector, will require the development of a new disbursement
system that will make funds available for the importation of fertilizer
by the ccmmercial sector. This new system will exist side by side with
the old system while the former is being phased out. To avoid
dislocations, the shift needs to be gradual.

Such an adjustment will return more control on fertilizer marketing to
the commercial sector and gradually diminish official involvement.
Decisions such as fertilizer type, bulk or bagged, allocation, etc, will
return to the commercial importer.

-
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As official involvement in marketing diminishes, the need for specific
condition in the yearly fertilizer agreements will be progressively
eliminated, and dialogue with GOK focused on pclicy issues.

While the long term approach is being implemented, there may be need to
promote progress in:

a). Donor Coordination. The support of donors is determinant in the
eventual elimination of aid-in-kind which is the precondition to the
liberalization of marketing and therefore essential for progress in
reform, .

b). Liberalization of fertilizer types. Progress in snifting types from
Schedule A to B by the MOA is crucial if the momentum of reform is to
be maintained. 7

c). Derequlation of prices outside schedule centres. Since full
deregualtion of prices may take some time, progress in the
implementation of the GOK Sessional Paper No. 1 will be important.
In section 5.53 the sessional paper states:

"2, Control prices for fertilizer will be set for a limited number
of distribution centres only and retailers will be permitted to set
their own prices. This will encourage local dealers to move
fertilizer into more remote locations while assuring farmers the
opportunity of purchasing at controlled prices in the major centres."

d). The Development of Distributors. The activities already undertaken
by USAID in the institutional development of fertilizer distributors
need to be continued and wicened.

e). THE DEVELOPMENT OF THE INPUT SECTION L~ THE MOA. Since its
formation, the Section has not developed as fast as was expected. A
firmer commitment to its development is vital to provide the GOK with
the data it needs to refine its fertilizer planning.

Although the GOK strategy will boost development of fertilizer marketing
at all levels, it may take some time before it leads to goals of the
USAID program. To accelerate this development may require additional
short-term involvement in institutional development.

Whereas the GOK strategy will progressively decrease direct GOK
involvement in the sector, it will increase the need for monitoring. In
this respect, some assistance from the program may be needed to support
the development of fertilizer information systems within the GOK and the
monitoring of the fertilizer situation. In particular, progress in data
gathering and processing by the Input Section of the MOA needs to te
encouraged.

USAID monitoring of its supplies has proved very useful in the past, and,
therefore, ought to be continued as the information acquired is important
in streamlining the disbursement.



- 73 -

Agriconsult

More emphasis could be given to the dissemination of information to
farmers to increase fertilizer knowledge, and in promoting the provisiaon
of services by distributors to farmers,

Program adjustments

The advocated change in strategy will necessitate some adjustments to the
program on such aspects as:

- Time-frame to achieve goals.
- Flexibility to allow the program to respond to changes as they occur.
- Donor coordination.,

- Flexibility in disbursement between aid-in-kind and fertilizer import *

support (funding for commercial imports). .
- The adoption of a disbursement system for fertilizer import support

Program 7Time-Frame. The program's time-fram is a very important
parameter. Fertilizer developing countries has not only economic but
social and political implications as well. The time-fram for a program
aimed at liberalizing fertilizer marketing and eliminating direct
government involvement needs to take this into consideration. A program
with too short a time-frame may achieve the goals but disrupt the
market. Successful and sustainable change can only be achieved if all
the factors are taken into account. Hence the need to phase out of
aid-in-kind at a suitable pace. The time required for phase cut will
vary from type to type, with the maize types being phased out last. The
time-frame to phase out DAP aid-in-kind is likely to exceed four years.

Program Flexibility.. As changes occur in the sector, the focus of the
program may necd to be redirected (as happened in the current program).
Therefore flexibility w1ll continue to be an important factor of the
program.

Donor Coordination. Aid fertilizer is a popular form of assistance.

Many donors are involved. The efforts of one donor in the reform process
may provide the needed stimulus but may be counteracted by the .
impositions of other donors. For this reason, the cooperation of donors
is essential in rationalizing the aid to enable attainment of the GOK
goals. To accelerate the reform process donor coordinations needs to be
given due consideration in any future program.

Flexibility in disbursement. As the mode of disbursement is being
shifted to fertilizer import support (funding for commercial imports),
the amount that commercial importers will be willing to absorb may be
lower than the amount made available, as it will depend on a number of
factors such as stocks, demand, domestic prices, etc. which very from
year to year, To ensure that all available funds are utilized, will
reqdire fleéxibility in disbursement so that unused funds as a last resort
for aid-in-kind.

‘,l;
N
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System design. The design of the system will be crucial. It will have
to take into considerations the needs, rules, and regulations of the
donor, the GOK, and the marketing system in the country. A poorly
designed system may adversely affect the reform process. The system will
probably follow the following broad lires. Initially the total amount
available for fertilizer aid will be split between an amount for the
supply of aid-in-kind, and an amount to made available for funding
commercial fertilizer importaticn. The arrangements for the supply of
aid-in-kind will have to be updated to iron out any problems identified
in the current system., The funding component will require drawing up
guidelines for users of the facility. Prospective users will be invjted
to apply for use of the facility. To minimize official involvement, the
ground work for user selection should be carried out by independent
consultants (or banks) and a list of eligible applicants submitted to a
bilateral committee for final selection. Special consideration will have
to be applied for the amount repayable to GOK for imports since domestic
prices are controlled by GOK and USAID regulations require the use of US
vessels. Provisions will also have to made in the event that the total
amount allocated for CIP is undersubscribed. In this case the
flexibility element will become crucial in allowing the GOK to utilize
_the total amount available by, if necessary, increasing the proportion to
be imported as aid-in-kind. ’
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ANNEX I

Scope of Work

A-contractor shall address each of the following issues:

Ao'

D.

Describe all changes in public and private sector policies and
actions since 1583 which have affected or were intended to
affect fertilizer imports, prices, availability, and use in
Kenya. Consult goverrment officials, the private sector and
donors.

Identify the factors, both external and internal to Kenya, which
have influenced these cnangss. s’

Assess the relative permanence of these changes and the:
desirability of keeping them in place over the short run (1-3
years) and long run (3-6 years). Identify the potential factors

. which could or should modify them.

Determine the impact that these changes have had on the attitude
and actions of GoK policy makers, private sector
importers/distributors, 2»nd donors ta pursue continued changes
within their control to influence improved fertilizer use and
distribution in Kenya.

Identify the changes which have had a positive impact on
increasing fertilizer use and distribution, and provide
recommendations on how donors could help support or modify these
changes, or discourage the contirwation of harmful policies and
actions.

Anaiyze the impact of the changes identified in part A ébove.
(Quantify the impact where possible. Anecdotal information is
encouraged). Specifically:

The effects on the supply sector.

a) Describe the recently instituted incentives for private
sector importers and distributors to invest in retail
marketing facilities and analyze their responses.

b) Different importers cater for different market sectors.
For example, farmer ccoperatives cater for theri farmer
members, some importers are strictly wholesalers, some
importers are direct end-users such as estates, and some
.mporters are also retailers who cater to individual large
and smallholder farmers. What have been the responses of
the different categories of importers regarding their
decisions to import fertilizer in sufficiert quantities, of
the right type, at the right time, and at competitive
prices?
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c)
d)
e)
2.
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Determine the effect on donors' decisions to provide
fertlizer as aid, i.e. are donors increasing or decreasing
their fertilizer aid levels in response to policy and
administrative changes, and what are their intentions for
continued involvement in this sector? What has been the
response of the public and private sectors in Kenya to
increased or decreased aid levels? 1Is donor fertilizer aid
harmful and how can it be better integrated with commercial
importers?

Determine the effect on the willingness of retailers and *
distributors to sell fertilizer at below the maximum retail
price ceiling, and to provide differential prices for”
different types of buyers, i.e. single bag buyers, large
quantity buyers, rural stockists, cooperatives, etc.

Determine the impact on encouraging distributors to modify
their marketing strategy to address the specific needs of
smallholders.

The effects on the availability.

a)

b)

c)

d)

Determine the effect on the geographical distribution of
fertilizer to areas outside major market centres,

Indicate the extent to which there has been price
competition at the wholesale and retail levels as a result
of increased numbers of importers and distributors, and
quantitities imported.

Indicate the extent to which retallers have benefited from
pricing policy changes and passed these benefits on to
consumers. Identify the extent to which varicus types of
consumers (estates, large-holder/smallholder individual
farmers, members of cooperatives, etc) have benefited from
price competition.

Determine the changes in access by smallholder farmers to
fertilizer in the required quantities, of the preferred
type, at the proper time, and at compelitive prices.

GOK response.

.a)

Describe the financial and administrative costs to the GOK
and the impact on overall agricultural production from GOK
involvement in the fertilizer price and allocation
process. In view of this, describe the Government's
attitude toward its continued involvement in the planning
and administration of fertilizer. Vhat is the attitude of
the GOK to donor involvement in this sector?
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b) Determine if the developments and policy changes discussed

above have been influenced by efforts of the donors and thre
GOK to introduce meaningful reforms which encourage
expanded fertilizer distribution and increased use, or if
they ocaured accidentally. (Would these changes have been
implemented by the GOK without outside influence?)

c) Assess the GOK's capability to monitor the implications of
recent public and private sector policy changes and
actions, and to make the necessary adjustments.

The effects on consumption. -

a) With increased availability of fertilizer, determine-the
relative percentage increase in the use of fertilizer by
smallholder farmers, large estates, and largs scale
individual farmers.

. b) Determine the extent to which fertilizer use by smallholder

farmers has increased, and from what developments can this
increase be attributed to.

¢) Indicate the changes in farmer's understanding of the
technical and economic benefits to fertilizer use, and
changes in the methods and rates of application., Indicate
what the changes are attributable to. Give particular
reference to smallholder farmers.

d) Identify the primary, and secondary crops on which
fertilizer is used. For each crop determine whether it is
for sale, domestic consumption or both purposes and whether
the crop is under the control of a male or female housshold
member.

e) Identify key factors which limit increased use of
fertilizer in the smallholder sector, taking into account
econonic profiles of current users, gender differences and
farmers' perceptions.

Based on information gathered above, what is the outlook for the
fertilizer sector in the next 10 years? Are the current
policies and programs, and planned changes likely to make an
impact on improved fertilizer use and distribution? Indicate
the GOK policy and administrative changes, private sector

.actions, and donor programs which should be encouraged to

improve the distribution and use of fertilizer in Kenya.
Identify the appropriate roles for the GOK, private sector, and
donors. Develop a plan and time frame to carry out the
recommended changes and actions to achieve the goals of the
USAID Fertilizer Market Development Program, i.e. to have in
place a retail marketing system driven by the private sector in
which commercial marketing of fertilizers organisations
determine the types, quantities, and timing of fertilizer

- f1

<. ¥l
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imports, the areas for distriﬁJtion, provide promotion and
extension services, and competitively set the selling prices of
fertilizer in Kenya; and the government's role is limited to
monitoring for quality control, collection and analysis of
fertilizer statistics for better planning, and assuring policies
are in place to promote price competition. Address the question
of how long A.I.D. and other donors should continue to provide
fertilizer as balance of payment support to Kenya, and condition
policy change through fertilizer imports.
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ANNEX_II

1) LIST OF PEOPLE AND ORGANISATIONS CONTACTEOD:

Government/Parastatal Personnel

Mr. A.J. Kinyua

Mr. C.K. Mwaniki

Mr, Donald Kimutai
Mr., Edward Bwisa

Mr. John Karanja

Importers/Distributors

Mr. J.B. Muya

Shabudin Samnani
Mukund M. Patel
Dick Kamau

Musa Chebon

Mr. J. Khan

Mr. Kioko
Mr. J. Ndigwa

Mrs. S. Nyangi

-

Chief Traffic Manager
Kenya Railways, Nairobi.

Deputy Director
Directorate of Internal Trade _ °
Ministry of Commerce

Director, Budgetary Supply
Ministry of Finance

Senior Economist,
Office of the President

Development Planning Division
Ministry of Agriculture.

Director, Safina Enterprises

Director Wulji Mulji
Uchumi House, Nairobi

Director, Devji Mehji
Nairobi

Managing Director
Fags Ltd, Nakuru

Manager,
Nandi District
Cooperative Union, Kapsabet.

Commtrade Agencies Ltd, Nakuru

Fertilizer Manager
Machakos, District Cooperative Union
Machakos.

Stores and Supplies
Manager, Embu District Cooperative
Union, Embu.

Assistant General Manager
Meru Central Farmers Union, Meru.

_..,_.
e
o
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 Mr. A. Parlikar
r. Abdi Awale
Mr. F. N. Munyi

Mr. P. K. A, Sogomo
Mr. J. K. Senteu

A. M. Gadher

Ben»Gatheca

Amin Jiwa Munir

Joshuah Onderi

‘Obadiah Njihia

J. M. Githinji

Donors

Mr. Fakhruddin Ahmed

Mr. Jan Maas

Or. Heikki Haili

Dr. Bengt Svensson

- 8l -

Orbit Chemicals, Nairobi
Limuru Posho Mill, Limuru

Stores Supervisor/Merchandise
Manager

Kirinyaga District Cooperative
Union, Kerugoya

Kenya Grain Growers
Cooperative Union, Nakuru

Commercial Manager,
MEA Ltd, Nakuru

Gadher Enterprises Ltd,
Kitale

Managing Director,
Benchem Company Ltu, Kitale

Saboti Stores, Kitale.

Merchandise Manager,
Kisii Farmers Cooperative Union,
Kisii

Merchandise Manager
Murang'a District Cooperative Union

Ag. Merchandise Manager
Nyeri District Cooperative Union

Chief, Agriculture Operations,
World Bank Regional Mission for
Eastern and Southern Africa

Second Secretary,
Royal Netherlands Embassy

First Secretary,
Developnent Co-operation,
Embassy of Finland.

Economist, Swedish Embassy,
Development Cooperation Office



- 82 -

4

Agriconsult

Development Cooperation Office,
Embassy of the Federal Republic of Germany

Fertilizer Sector Specialist,
NORAD

Fertilizer Sector Spec1allst
Italian Embassy.
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ANNEX III

FARMERS' QUESTIONNAIRE

All responses will be treated in strict confidence.
Date of interview ....vieeevevencnnses

Name of interviewer ....ceeeeeevenoene

1. Name of resﬁondent setessescnns crtesseatens
2. District R R R R I
3. Divisidn S
4, Locafion o chetsisesnnsrerasrssaans
5. Village e ereae
6. Position of respondent in the firm
- Proprietor R PR E R PP R PR PR
Wife of proprietor teesacesasaraneesesarone
Manager Secessrencrnessesnantans
Other (specify) ° et teeeererreerereeeons
7. What is the size of the farm? ...........aCres

8. What major crops did you grow on your farm in the last season?

Crop : Acreage

OO 0O SB B ORGSO OEES PO 00 08 08P sL SOOI S OIS SR
@6 209080800000 9 060600 06080 95 0 ¢ 08 S0 B e
LI N B R B AN SR I I B 6 606002000 030 RNP O OREDS
aool.lc.l....co'loo a8 0000 PP S OGE PO SOOSTPRDLEBECR
29 0 00 S 00 s 0G0 OGS0 ® 00 008000000008 PR OSSO

9. Did you use fertilizer in the last season? Yes/No

v
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10.
11.

12,

13,

14,

15.

16.

If no, do you reqularly not use fertilizer? Yes/No

If you don't use fertilizer regularly, why don't you?

Unaware of benefits teserasrsasssenrasasnas
Can't always afford ereerersetaaraeeenaes
Fertilizer not always available A

Use farm yard manure (FYM) Cetsecsenserensesenneas )
Other (specify) ..............,.........................,:.. g

If you do use fertilizer, cculd you kindly provide the following
details of your fertilizer use in the last season?

Fertilizer Crop  Acreage Activity

Type Quantity Planting  Top Dressing

e s e 000 00 9@ 09 00 00800 ) L 30 B BN AN 2 000 l". ® 4090 00 e * 9 e D0 00000 LN ]
e 08 9 08020 e 8 06 00 0 0 88 000 L3R B B ) te o s 08 o8 8868000 ® 0 0 0 6000 b e
e 9 @00 ¢ 00 LI K B BN B B BB BN N ) L B I 0 00 e ¢ 080 000 e 0 @0 0 8 0 0 000
L] e, % 00 e e 0 96 00288 s 0o . L ] L] L] . LN # 00 6 08 28 08 000

Why do you use the fertilizer types indicated above?

Received extension cesscscscseseseeno e .
Prices favourable tesssesesesestssrsasae
Fertilizer types availablé .......... Cesecasrase

Other (SPECITY) veerereersosesronsscssnsssasoses

If you used DAP in the last season, was it the one with the hand
clasp? Yes/No

Who applies the fertilizer on the farm? Husband/Wife/other

Who decides on the fertilizer types to bﬁy? Husband/Wife/other

%,
-~
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17. How has your fertilizer use per acre been changing in the last five

years?

Has been increasing Crteserraaenennsseren
Has remained the same ereessessenssennnnes
Has been decreasing ..........,........;

Never used fertilizer 5 years ago ..eseeccesscecrcnses

18, If you never used fertilizer 5 years ago, could you explain why?,

rd

Had to travel too far to buy it P TR
Fértilizer not available at right time Cessessaresataerena
Did not have money to buy Ceeteeresratieseneas
Fertilizer prices too high tereceenrtasressaans
Used FYM . Cereaesaeseseien e
Fertilizer bag size wa; inappropriate ’ ceereseeitarrenee s
Was not aware of the benefits of using fert. ..................;.
Other (SPeCify) ceveviieerecnareonesnenans Crerereceereretacrantaes

18. If your fertilizer use has been increasing, could you explain why?
More aware of benefits of using fertilizer tessrtsesatanarsaanns

Fertilizer more readily available in an
appropriate location Ceertereseetertetaeas

Can get right fertilizer types at the right

time  siisiiiiiieniiieiiens
Reduced use of FYM | teessesesssnsies ceean
More appropriate bég size S
Farm needs increased fertilization S
Have better credit facilities feeecesreereartannnne
Are better able to buy ' Ceeesecneatasinsenans
Prices increasingly more reasonable ) Creersesatiasateranas

Other (SPECifY) ceeeverreeesuiiesraseeensssscasnanssssnsasessnnnes
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20, Has your use of the DAP‘with a hand clasp been increasing or
decreasing? Increasing/Cecreasing
2l. If increasing, could you please tell us by how much your use
increased in the last 5 years? .eceveencctncrotazsncssssasssocsnes
22. If decreased, could you explain why? ...cceciiiiniiiinnecseacnanaanns
23. Did you change your choice of fertilizer for wifferent cropplng
activities in the last 5 years? Yes/No
24. If yes, could you please give the following details?
Last Season Before the change
* Crop  Fert. type Activity Crop  Fert. type Activity
25, Why did you change the fertilizer types?
Could not get preferred types last season cesesssansissnee
Could not get preferred types before the change  .ecececeiare.un
Knowiedge of fertilizer types has increased cevseasseranaees
OLRET (SPECITY) teeeennnseeoreeasrnssoresnsaonsssrsnsnsronsesnsnss
26. Where do you/could you buy fertilizer tod;y?
Name of place' e eerreraseienenease
Type of dealer(s) Ceereesasesasassents
27. How far is it from your farm? .....eccceecKmMS
28. Has there been any change in the place or type of dealer where you

buy/would buy fertilizers in the last 5 years° Yes/No
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29,

31.

32.

33.

34,
35.

36.

37.

-

If yes, could you please explain the change?

Nearer Creteeretenienans (Give distance) ..ievevererencnss
FUTEREE  veevevennenenenns (Give distance) ...uvveevvevanenns
Change of type of dealer ........covenuveevess (Explain) ..........
Has the change influenced your fertilizer use? Yes/No , .

How do you transport fertilizer from place of pufchase to your farm?

Own transport cesssesasssrsanssnroasns
Delivered by dealer Cebirscasensasatsensanas
Public transport : cesscessasssasnsetssenase
Other (specify) R PR TR TR FRETR TR

How many fertilizer dealers are there in the centre from where you
buy your supplies?

What types are they?

l....l..l..‘l.!.-..!l..l...ll.....llt.ll.ll‘l..'l.lllbl...lll..

Branches of main distributor tecesrenseenennas
Stockists/agents of main distributor cecseserstsanssane
Retailers cessesssanssasnse
Open air vendors ' Certeeasenarsanes
Other (SPECAFY) tevvvenrronnuserosasesnsannsonssosassassssances

How many sell the DAP with a hand clasp? ..eeieecernenvananss
Are their prices less than the controlled prices? Yes/No

In general, would you say that the availability of fertilizers,
particularly DAP, has been increasing in the place from where you
buy fertilizer in the last 5 ycars? Yes/No

Did you use as much fertilizer in the last season as you would have
liked? Yes/No
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38 .

39.

40.

If.no, could you please explain why?

Prices too high | cencstatrseersrariass
Did not have enough money | eesesssesssesraanns
ﬁight types not available at right time ceecerereretetersanae
Not well prepared for the season B I A
Unanticipated change in prices ceesssearssanansanty e
Curtailment of credit lines S

Other (speciry) I.Oll.‘lI.ll....‘..l.’l....'.l.l.l.ll.ll..‘l‘.'...l.ll

How does the timeliness of fertilizer availability particularly DAP,
currently compare with 5 years ago?

Increasingly more timely. Ceeteceresesasastrssenes
Increasingly less timely Cecaessessreretsessiens
Hasn't changed ® ¢ 0 0 % 66 9 6 09 )OS U S SCEt e oD

_Were you able to purchase fertilizer types of your choice in the

last season? Yes/NO

Were you, in any case, better able to purchase the fertilizer types
of your choice in the last season compared to 5 years ago? Yes/No

What sizes of fertilizer bags do you prefer and why?

2kg cesesesssesesine ceserestretrsaconsases
10Kg = cecececvctcccnns Ceesarssssessesesanses
25kg cesssresesenacns R R AALARREEE .
50 cesevescarncases crsscesssasasesecessns
LOOSE ceccecescscancns cesensesiseteserteran
Other (specify) ceeveen. cesrcsensa Cetetseinics

Indifferent o6 6 5000608 0% s> O 8 6 6 & 60 08 008 00350000809 s
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43, Were you able to obtalu theéright fertilizer bags in the last
seasoi? Yes/No
44, ¥ere you, in any case, more:able to obtain the fertilizer bags of
_your choice in the last season compared tc 5 years ago? Yes/No
45, 1Is there any difference between types of fertilizers used for
different cropping activities? Yes/No/Con't know
46. If yes, what happens if you use planting types of fertilizers for:
top dressing? L.
Reduction in y.eld /
Destruction of crop Cesesseseesessies saeas
Destruction of soil ......................;
Reduction of future yields Cecseseasesseresnaranes
Cther (Specify) Cherecnerentananeeanens
Don't know ' Cetesesiaraaasenes
47, How did you gain this information and where do you usually go for
fertilizer information?
From fertilizer dealers ceseesisesasnaaarenes
From Ministry of Agriculture Cheeetiesaareanasarans
From local leaders Chreenee sereerennees .
From neighbour(s) Cerressetacaatareennes
Other (épecify) O DR
48. 1f from fertilizer dealers, would you say that these are educating
farmers now more than 5 years ago? Yes/No
49. Has your fertilizer knowledge increased in the last 5 years? Yes/No
50. Has your fertilizer use incieased your yields? Yes/No
51.

If yes, by how MUCh? ... iiiierennenocnannsnasssnsciossacanss ceranns

S 9 6 6 5 0 ¢ 8 20 50 8 60 0085 AN S S AN S S SOU S SAEN S0 AT UL T OSSN LGS
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52.

53.

54,

-

(4

-

Would you say that your general farm practices have improved in the
last 5 years? Yes/No

What do you think about the DAP with a hand clasp?

.'.......l.......‘..'.......II..O..".C.‘l.‘.l‘l....‘.l|.'l.l.llll..l
.

LA EE I B L R R A I N N A N A N N NN N N R R R R R Y
.

What would you like done so that can increase your fertilizer use?

g

LA I B B 2 BRI BN 2 B BN B BN 2 BN RN B BN BN IR BN AN BN N R A R N A I N I N N A N N N N NN NN NN NN NN NN L)
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10.
11.

12,

13,

14,

Could you please explain the cualifications for the above?

Type Qualifications

0 & 606 0 &6 095 5800 0808 s e ® 9 ¢ 60 0686 00 0 0 US 8850800858008 //"

Do you'focus on any particular part of the country? Yes/No

If yes, could you explain why?

Not served by other distribution seeresseaansne cevess

Greater use and demand of fertilizer relative

to other parts of the country ceccearearetaseasaras
" Historical A cettscersssannassanas

Others (SpeCifY) 0 08 06006008001 s 00 s 0 00

Have there been any changes ir your distribution network in the last
5 years? Yes/No

If yes, did you reduce or expand your network? Reduced/Expanded

If you reduced your network, could you please explain why?

Not allocated enough fertilizer ceesecasssataaans cene
Shifted to other lines of business : tesetesrrerieneananas
Too much competition cscessecscerrases
Lack of demand on fertilizer cesacetirraaraasansas
Heavy overheads ceesssss e sansasans oo

Others (specify) ' cestestscntscenanas .o
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15. 1f ydﬁ expanded, could you provide us with the following information?

Branches ‘ tetsrasesrasarans
Sub-branches/depots ceesanae
Sub-agents/stockists/dealers

Societies

LRI N BN B RE NS BN R R I NI I ] €0 ¢ 000000000000 e

Others (specify) Ceesentrectanenens A

LAL I R B NN N B B I B B I BB B B B R S B N B N I B B Y Y ]

16. Why did you expand?

LR R R I R R R N R R I A I R N N I N A A N N N N R N N NN NN N NN YRR ]

17. What type of distribution capacity/facilities do you have?

Lorries: Number Ceesedecneannrens

Total tonnage

Pick Ups Number .sivevrsesnsnnnnen .Total tonnage voieevennennens

Warehouse Number

Total tonnage

Location

18. Has your distribution capacity/facilities increased/remained the
same/decreased in the last 5 years?

19, If decreased, could you please explain why?

S0 0 €000 00 008 00600 OOOEOE SOOI OIESIDPLNOIEOEROSETSBSDS 0 0 08 0 20 000 OC O P OO SO0 PN PSIAETS OISO

20. 1f increased, could you kindly provide the following information:
From To

Number

Lorries:

Tonnage

Pick Ups Number

Warehouses

Tonnage
Number

Tonnage

LI N B0 BN BN BN B AN BN BN BN B B B AN

.......l......ll.'.l ) ‘}\v

-
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21,

24.

" 25,

26.

27.

28.

3l.

¢

wﬁy did you increase your capacity? ..ecieesecesesessscticcccinson
What factors made it possible for you to increase your capacity?

G 0 00 0000 600 006200 00 00O O0 PN E O C OSSO0 O PSSP O OO T IT OIS NN EOOOS e Se

Do you have any future plans for changing your distribution
capacity? Yes/No

If m, Why not? ......l...l......l."..'l.ll....'ll.;.......l.'l'lll.!.

......'....0..ll...l...llll.'lll.l..ll.l..lllIl..l.l.'l..l..l.l(/"ll'

'If yes, what kind of plans do you have° .........;........:,.......

O 6 0 2 000 ¢ O 8 000 00O O UGN OO OO QL O U OL U OGO 0000 000U OO OO SN OO EO OO IO IO POCETOSTOSTPSES

Do ydu_operate a separate marketing department? Yes/No

If yes, how decentralised is it?
'Aain Office or‘ly 90 00 5 00 8200608 Lo NN OO

Branch level 0 8 8 0 0 3000V E L OO RN OE 0D

.&lb-b.ranch . ' ...’...'ﬂ..‘l‘.'..'........'

Others (specify) Ceecessnssststntesensans

Have you reorganlsed your marketlng departhnt in the last 5
years? Yes/No

If yes, what kind of reorganisation?

Increasea marketing team e00 R0 eeE PO OOOIRNIOEOIOIECRTOEIOIOTLS

.Decentralised further ' eeesscss s tecessoneces s

...........................

Others (spec;fy) | ;.....;.................

-Why did you nake such reorganlsatlon and what factor< permltted it?

-

do.yod-ﬁroQide any advisory services to farmers? Yes/No
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32. if no, why not?
Too expensive ) et eneeiehrireanhens
.Competitors QOn't Cescersasesesrasseinas
Others (specify) tentesentansarannarans
33, If yes,'what kind of services?
Advice on fertilizer use ettt et e terereraaaae,
Soil analysis R R T
Demonstration plats T T T
’ Field visits Cesersssnarsarsassrnea
Others (specify) ceneeeitesererecananas
34, Did you provide such service(s) 5 years ago? Yes/No |

35. If no, what motivated you to start prov1d1ng such services and what
factors permitted it?

36. What kinds of discounts, if any, did you give to your
agent/stockists/members?

Fertilizer type Discounts

Main agent: DAP ctsetaseessasarsrasan
' CAN
©20:20:0

| 20:20:10 e
Agents CAN cesvsseassseasarense s
DAP

20:20:0

20:20:10 _
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éus-agents DAP . certecsnanns Cescrnrane
CAN Cereneressaseaiieiaes

20:20:0 ceecescenss cecssenas .

' 20:20:10 Ceeeeeereneeeaseiiens
Stockists/Societies DAP Cecestecenasiiisannas
CAN ' ceecsescacesssesnanne

120:20:0 teesessane Cerenenns o

W

20:20:10 eeeernertreeeierenes

ﬁembers/Farmers - DAP ...........::........
" CAN cecratsectassesansone

20:20:0 cessetsessaassarennae

20:20:10 cecasesersrsarresiens

37. Do you find it harder/easier to give discounts than 5 years ago?
Harder/Easier

380 If harder’ why? ....;'lDlC.ll:;l;I.ll.l.ll.‘l...'l.....l ..... LI

39. If easier, why? .o cesssse ceceereceressesaesaccusean s

.................

40. Have you ever retailed your fertilizers at less than the stipulated
T "t "Maximum Revised Prices? Yes/No '

41.‘ Ify‘es"u‘mer w‘hat ComitionS? l;l.!..l.....l....'.‘...‘..l.l.ll.ll

e . . . . :
...I...l.................l...l.OOOIIO.I..III......l“'... llllll s 000

42, 'DO’yol find it now more possible to sell at less than MRP compared
~ to 5 years ago? Yes/No ,

---------------

--------------- - - -
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44, 1If yes, which packages sell fastest?

asl

46.

47,

48.

49.

50.

2kg - o ¢ &2 PR QR BSIU OO N PES
lokg 8 8 58 80 44800880 b0
15kg Ceercaanaen ceriae
25kg ' D cou
Loose 0 0% 0 000 0 080tV
How does the profitability of the small bags compare with that of *
the 50kgs? - L.

. ' . P
More profitable Cedsesesetseanane
Same profitability ceecesraresrecans
Less profitable ceeesrsetecerases
Has the relative profitability of the small bags changed in the last
5 years? Yes/No
If yes, explain the nature of such changes. Relative profitablity
increased siiieeieeisenneeass  deCreased  siivecerensnecnrines
Have the retail prices become more or less certain in the last 5
years?
How much of what types of fertilizer did you request for import
allocation, and how much were you allocated for the 1988/89 season?
Fertilizer types Request (tonnes) Allocation (Tonnes)

(Please attach list if space is not enough)

How much of what types of fertilizers were you allocated from the
Treasury?
Fertilizer types Request (tonnzs) Allocation (Tonnes)



Agriconsult

51. Has the -percentage of allucation to requests changed in the last 5
years? Yes/No

52. If yes, has it increased or decreased? Increased/Decreased

53. Do you sell other types of agricultural inputs? Yes/No

54, If yes, are you selling more of such inputs now than 5 years ago?
Yes/No '

55, Did you request for an extension of your fertilizer import licence
any time in the last 5 years? Yes/No

56. If yes, could you please explain the circumstances? ..........,..1..

P d

57. Has the likelihood of requesting for such extension increased or
decreased? Increased/Decreased

58. Was you import allocation for the 1988/89 season timely? Yes/No

59. 1If no, when did you get the allocation and when would you have
preferred to get it?
Date allocated .......eceveeseves..  Date preferred .....oovcenen..

60. Has the timeliness of allocation improved or become worse in the
last 5 years? ~Improved/become worse

6l. When did your fertilizer shipments for the last season arrive at
Mombasa?
Shipment (fertilizer types) Date of arrival

62. Was that timely? Yes/No

63. If no, what caused the delay?

64. Has the timeliness of your shipments improved or worsened in the
-last 5 years? - Improved/Worsened ' ' T

65. If it has improved, could you please explain?

0 0 S 0 009 4060680 0680806060 ¢80 06060606000 008060 8035000600638 0000000580800ttt 00000002

%

. %’ ,

’ € L3 N
-, %,



- 99 - -

Agriconsult

66.

69.

70.

71,

72.

73.

What have you dore to reduce the landed cost of your fertilizer
imports? )

Pooled alloca;ions with others Cetierevaaverseareesevens
Shop around for competitive sources B R TR R R R
Not dore anything S
Others (specify) e eresesteserertestettnaeas
Were you able ﬁo meet your fertilizer import financial commitments , A

in the last season? Yes/No . ' s

If fo, could you please eXplain? .uuueesieseeseeesnnnanioseeiioannns

How would you rate your ability now to meet your fertilizer import
bills compared to 5 years ago?

Better able O 6 0 ¢ 0 6 0 06 4 0 00 00 S0 SO PSS 0 & 0 4 0 &
Amjt as able 'S EEREEERENEEN NI NN BN R BN BRI EE BB RN B BN B
Not as able ceeseessesesesetssaars st

If not as able, could you please explain?

How would you rate your ability to plan your fertilizer imports now
compared to 5 years ago?

Better . Ceestestataessesrarasertieraen
Same B P R R F T R TR R
Worse T I R
If your ability is worse/better, could you please explain? .........

Did you distribute aid fertilizer in the last season? Yes/No
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-

74, If yes, what type of fertilizer and from which source?

Fertilizer type Source

--------------------- 60PN OGN OOCCEOOINPSIEOECRTCSTTS
LR R R B BE BB B R B B B I B Y BN A LI LR BN B BN B B BN BN BN BN NN BN B BN BN BB I AN
® 0 0806006060580 00000000 8 00600680 080040606008 000848000
oooooooo LR B B R BB B R ] @ 6 08 26 0 0090 s0 90 s0r s

75. How do you rate the relative profitability of aid fertilizer
compared to canmercial fertilizer?

Better T T S SO

Same : S

Poorer e
76. Are you in contact with Kenya's fertilizer donors? Yes/No
77. If yes, could you please give us details of recent contacts?

Donor Date of visit Purpose of visit

e s 0000 80008000 S 000080t roReBOORS 90 6080 0600050088800
.I.'QO-OOOOICQOOOO Oo...lol?ovﬂtooo‘onc © 060 00 0060800000000 00 ® 00
.l.....l.'.’.l... 99 0008 000800000 ® 0 0 0 0 08 0 0000t 0000 SN
00 00 eSS GO s PO e e e s o0 00000000000 ® S 0 80600 SISO OEB B EPIEBEOEPOETOLDE

78. Has such contact increased or decreased in the last 5 years?
Increased/decreased/remained the same

79. What do your customers think about USAID DAP? ...eveevcnnncianianns

-

© 0 0 6 0 0 00 6 506000 ¢ 0006060000800 4 0600060560060 00060606000506060 0000007000003 0080006090s0e
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80.

8l.

82.

83.

84.

85.

87.

How do the margins and.relative profitability of USAID DAP compare
with those for other aid and commercially imported DAP?

Other aid Commercial import

&tter & 000 005 a0 S0 e 0 & 0 0 0 08P S0 OO0 NS SN e

Same ceasnns ceesrevan cesessesesesasreersennes

worse 90 4 4 0 0808000 00 s e 9 68 0 0 s b S 606060 80 00 s

What are the advantages/disadvantages of the USAID DAP allocatjon
systems and price procedures? 7

Advantages Disadvantages

CRCRCE B IR B S I I B R I I A I I IR I C 808 00 000050060 0SSN NN
00 0 80 8 0 0O EEOIREN A PSDS @ @ 8 50 08001 50 89048050 08000800
406000 8¢ 800 08000 BN e CIC BRI BB S B RE I BV B B R BN S IR BB B
@0 0 00 00 0 0PI OIS OEEIOEIPBSE N € @ 6000 00 0 0P P O OES O OEOIBEDIBELES

How have Government fertilizers in general affected you, if at all?

Has such effect changed in the last 5 years? Yes/No
If yes, could youAplease exXplain?  s.iiieiieiiienccesieetiacnteseans

How has the pricing of fertilizers affected you, if at all?

Has such effect changed in the last 5 years, and how? .....coeeeens
How would you prefer your fertilizer aid?
aid in kind ceteesissenasane Cheeseresssesas cees

foreign exchange assistance ....cveevvvvieninionenianiinens
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88.
89.

Who are your main custamers?

what, in your opinion, are the major problems facing fertilizer
importers/distributors like you?

IIOO."O.......l.l.l..l.OOQ.....l.l.0‘......0.'.&.00'.‘..l.....l.ll.
.

A

60 000 0806008 680608 8660600800000 0000800000001 0 0000000986000 0080008048000
»

s

d
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ANNEX V

STOCKISTS' /RE TAILERS 'QUESTIONNAIRE

All responses will be treated in strict confidence,

10.
11.

Date of interview ..cvevivevenensnnees

Name of interviewer ....evvceencenvens

Name of respondent secsessrrsratnetraer et
Name of store Geessesscsssasasseresns
Namé of Centre Ceereeseresessensiesnuns
Location Ceeresieierteaatitreenas
Division Ceebeeeereieereenraaaen
District D I

For how long have you sold fertilizer? ....c.ceeveveivaa. yeRAIS

" . If less than 5 years, could you explain why you decided to deal

in fertilizer?

R R R N A A A S A R R B A B B R R B R N RN A B A N R U N B I B B BN B BU I I BB A I L A
© 6 0 0 32 66 08 0060060080080 0000 Lo L ec 0038000 €9 0000 0000008
.

5 6 0 068 5 5 0 000 0 0606069060055 0660800000 0800605 8804606000800 06000080000

Who is/are your supplier(s}?

1. R R TP E R RN ERE Ceessaseesisvensuae
2. R R R R
3. et ee et enesereesesaretences et ot esostanaass
4, R I R R R R

Do you stock on exclusive agency basis?  Yes/No
If yes, could you please explain the terms?

0 0 0 00 9 606068060895 060850008 00600 H eI EPIOIINIIIIOSIEONOEESIOSTDOSIDPNDOILS
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4

12. Do you receive any credit from your fertilizer supplier(s)? Yes/No
13, 1If yes, could you please explain the terms?

14. How far is/are your fertilizer supplier(s)? ..ieieeeescsockm °

15. Has there been any change in that distance in the last 5 yeaf%?
Yes/No ' ) -

16. If yes could you please explain the nature of such a change?

17. How do you transport your fertilizer supplied from place of purchase?

18. How much do you pay for such transport? Kshs ......cc... per
bag/tonne '

19. Which types of feftilizer did you stock in the last season?
20. Why did you stock the types given above?

[EEEEEN NI I B B NI B R B S A R I B B 9 6 & 20 000 8¢ 6bs e 0o o e 00 0 8 a0
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21. whichisizeé of fertilizer packages did you stock in the last season?
2kg Ceeseesiicirats s nreas
- 10kg Ceessrescssctrtsesnassenns
25kg S
50 Cateciasaeresiearesennraes
Loose Gessereeiatasrsesesetnanes

22. Which of the above packages was most popular with your customers? .

7

23. Why do you think this was so?

.‘.......I'..lllll.ll..l..l’l"C-'...l....'ll.l'l..l.ll'llll.l.ll

24. Wwhat price did you charge for different types of packages?

Fertilizer type Type of package Buying Price Selling Price

98 606008 050800 0 S0 80 Q0002 080D e 00 s 00 0P 0000 ® 0 0 8 00 08 080 00 0
CRC R SR B R I I I BRI ) o0 00000000800 20 0 08 oo 0000 e s s s 000800500
e e e a0 s s o000 00 a0 00 eP PO OISO RS DOLE e s e s e 0000000 o0 008 s a0 s s ss s
600 008 80 000000500 e s 00 00000 00 s 00 e 0 e 0 s 00000000 a0 e e s e300
l.'.....l.!...;. ¢85 08 000000 LR BRI B ] LI ] oo 0008 0 966000 08

25. What other products do you stock in your shop?

26. How does the profitabiiity of fertilizer generally compare with that
of other types of products which you stock?

Higher- @0 0 000 080500 R SIS SeDNPOS

Am’t the Same 9 0 8 00 Q0P e PO IR0 TB RSSO OEDBS

Lower ® e 800 S0 d s F A IS B00 NS
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27.

28.

3.

32.

33,

35.

36.
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How Bas téat relative profitability changed in the last 5 years?
Increased :........................
Remained the same cesecsssessessssst ettt es
Can't remember Cecisessesarststtiersenee

Did you sell as much fertilizer in the last season as you would have
liked? Yes/No

IfmCWld )’w please exF)lain? 0 0 060 00 008 9 00 0000008 500 I ORI CEIPNTTIIEESITSLDS

\)

.......l..'....'l..l..".......l.....!I.....'l.....l...l..'..'l‘!ll
.
rd

............I..‘......Il.'ﬂ.il........l.l..!.'ll..'l....‘.."..'..'l

Were you able to obtain fertilizer from your source(s) of supply at
the right time in the last season? Yes/No

If m’ cmld ym please explain? 00 0 00 D S0 90 00 00 000 SO TN OCO SN OETS S

How did your fertilizer sales in the last season compare with 5
years ago?

More creesecnaans cesesenans
About the same ° Cresesssssssesereensae
Less etesecesesrerestasanae
Can't remember Cresessstensesseseenne |

If 1SS, WHY Was Q2 uueueeenreenccesssssocssssssssssasssnenes

.......0.....‘.....“...I..l.ll.'.i.".I,.!.........l..'l.ll'll

..000..0...0.0.....!.loco..ooo'on.oo.col'o..o.oaoooccooa.ol00'

Do your customers always know the types of fertilizer they need?
Yes/No/I don't know.

Are you able to distinguish between fertilizer types meant for
different cropping activities? Yes/No

If yes, could you explain how you acquired that knowledge?

.I..I........."..I.-..'.....l.‘.l.l..l."...........l.‘..‘l...
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37. Would you say that your'knowledge of fertilizer has increased in the
last 5 years? Yes/No
38. 1If yes, cculd you please explain how you gained the extra knowledge?
39. Do you stock other agricultural inputs?  Yes/No !
40. If yes, when did you start stocking other inputs? ............?.:..
41, Vould you say that ycu now stock more of such irputs than before?
Yes/No
42. 1If you don't stock other agricultural inputs, could you explain why?
43. How many other fertilizer stockists are there in this centre?

44,

45,

46.

Do you sell USAID fertilizer? Yes/No
If yes, what do your customers say about it?

L NI B I I S I B N R R S B R N B IR I R B R R R R A A A B R I BN B S I ] 6 06 0 8 ¢ 0 00 0600000080 [}

What would you like done so that fertilizer dealers like you sell
more fertilizer?

€@ 0 0 G0 5 0 % 98 08 E 00 TSROSO U SO EN OSSN ES 0d e L I R B B B N R I B N R B ]
¢ 50 980 08 08T 008 TS E TSN TN TSTS L R I R A A A A I U RE B B R BB B R B B N S S A )
@ 0 9 0 0 000 0T T B O AL E T CAS O N S CE e 9 6.0 00 80 0000000 T I OO0 NN

-
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ANNEX VI

Statistical Data

Table 1. Purchased Agricultural Inputs, 1982-86

76.42 11
: I

KShs/million
MATERIAL INPUTS [ 1982 | 1983 | 1984 | 1985 | 1586
| | | | | .
| | I [ |
Fertilizers .. .. .. .. ..l 14.68 | 14.36 | 21,12 | 32.94 % 34.08
Other agricultural Chemicals | 12.27 | 12.76 | 12.06 | 18.36 | 21.93
Livestock Drugs & Medicines | 5.80 | 5.33 | 8.87 | 9.68 | 10.33
Fuel and Power .. .. .. ..| 15.26 | 16.63 | 18.17 | 19.88 | 22.59
Bags’ ce ve e ee ool 5.8 ] 6.3 | 9.32° | 8.6l | 12.26
Manufactured Feeds .. .. .] 10.33 | 9.78 | 17.98 | 17.70 | 18.89
Purchasea Feeds .. .. .. | 4,46 | 6,14 | 17.59 | 15.77 | 23.73
Other Material Inputs .. ..} 4,66 : 5.08 : 6.64 | 5.47 | 6.91
I I
Total e 2T | 1.75 [128.41 [150.72
| I I |

* Provisional
Source: Economic Survey 1987, pllO Table 8.7

Table 2. Estimates of Margimal Returns to Fertilizer
Use Per Shilling Used for Fertilizer Applicatiocn
on Major Crops: 1980-1981 - 1983/84

1580/81 1981782 1982783 1563/84
Coffee 7.2 7.0 ; 9.4 -
Tea 7.0 4.9 7.5 13.7
Maize 2.5 3.0 3.6 3.0
Wheat . 4.0 3.7 4.5 4.3
Sugarcane 0.8 0.7 0.9 1.7
Sunflower 1.6 1.7 3.4 3.0
Barley 2.8 2.6 2.8 2.6

Source: Ministry of Agriculture, 1987
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STOCKISTS' RESPONSES
Table 3 SEX OF RESPONDENT
Absolute Relative
Frequency Frequency
Male 61 88.4
Female 8 11.6
Total ' 69 100.00
>
Table 4 CURATION OF FERTILIZER INVOLVEMENT
(Yrs) Absolute Cumulative
Frequency Relative
Frequency
_ 24 34.8
_ 38 55.1
_ 1o 56 81.2
_ 15 64 92.8
_ 20 69 100.00
Table 5 REASONS FOR BECOMING A FERTILIZER DEALER IN THE LAST 5
YEARS
Absolute Relative Adjusted
Frequency Frequency Frequency
Request by farmers 18 26.1 69.2
Help farmers to
obtain fertilizer 6 8.7 25.1
Other 2 2.8 7.6
Earlier than 5 years 43 62.3 -

TOTAL 69 100.00
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Table 6 . SUPPLIERS OF FERTILIZERS TO STOCKISTS
* Absolute Relative
Frequency Frequency
KGGCU 54 51.9
MEA LTD. 15 14.4
Coop. Unions 7 6.7
Farm Chem 2 1.9
Safina Ltd. 4 3.8
Turbo Highway 3 2.9
Other firms 18 17.3
Treasury 1 1.0
Total 104 100.0
Table 7 EXTENTION OF CREDIT FROM SUPPLIERS TO STOCKISTS
Absolute Relative Adjusted
Frequency Frequency Frequency
Receiving credit 22 31.9 33.8
Not receiving credit 43 62.3 66.2
Not applicable 7 4 5.8 -
Total 69 100.0 100.0
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Table 8. . MEANS USED 8Y STCCKISTS TO TRANSPCRT FERTILIZER
' Absolute Relative
* Frequency Frequency
Own transport 30 43.5
Hired transport 9 13.0
Public transport 24 34.8
Delivery by 3Supplier 5 7.2
Other 1 1.5
Total ‘ 69 100.00
Table 9 FERTILIZER PACKAGE MOST POPULAR WITH FARMERS
Absolute Relative Adjusted
Frequency Frequency Frequency
All 6 - 8.7 9.1
10Kgs 17 24,6 25.8
25Kgs 9 13.0 13.6
* 50Kgs 28 40.6 42.4
Loose 6 8.7 9.1
No answer v 3 4,3 -
Total 69 100.0 100.0
Table 10 OTHER PRODUCTED STOCKED
Absolute ‘ Relative
Frequency Frequency
Animal Feeds 9 13
Household items 21 30.4
Hardwares 7 10.1
Other agricultural inputs 24 34.8
Others 8 11.6

Total : 69 100.0
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Table .11 CHANGES IN RELATIVE PROFITABILITY DOF FERTILIZER IN THE
LAST 5 YEARS ‘
Absolute Relative Adjusted
Frequency Frequency Frequency
Increased 21 20.4 43.8
Remained the same 15 21.7 31.2
Declined 21 17.4 25.0
NO answer 21 30.4 ‘ -
Total : 69 100.0 100.0 _ .
. rd
Table 12 SALES OF FERTILIZER COMPARED WITH 5 YEARS AGO
Absolute Relative Adjusted
Frequency Frequency Frequency
More 34 49.3 55.7
About the same 12 17.4 19.7
Less 15 21.7 24,6
Didn't sell 8 11.6 ' -
Total 69 100.0 100.0
Table 13 CHANNELS OF ACQUIRING INFORMATION ON FERTILIZERS
Absolute Relative Adjusted
Freauency Frequencgy Frequency
Agricultural extention
officers & seminars 32 . 46.4 5.08
Experience 18 26.1 28.6
Fertilizer Distributors 7 10.1 11.1
Other 6 8.7 9.5
No answer 5 8.7 -

Total - 69 100.0 100.0
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Table 14 CHANGE IN STOCKISTS FERTILIZER KNOWLEOGE IN THE LAST 5
YEARS

Absolute Relative Adjusted

Freguency Freguency Freguency
Increased 56 8l.2 86.2
Not increased 9 13.0 13.8
No answer 4 5.8 -
Total 69 100.0 100.0 . °
Table 15 INCIDENCE OF SALES OF USAID FERTILIZER BY STOCKISTS

Absolute Relative Adjusted

Frequency Frequency Freguency
Selling 52 75.4 76.5
Not selling 16 23.2 23.5
No answer 1 1.4 -
Total 69 100.0 100.0

i
Table 16 WHAT THE STOCKISTS WOULD LIKE OONE SO THAT THEY. CAN

SERVE FARMERS BETTER
Absolute Relative
Frequency Frequency

Pay attention to prices 40 31.3
Imprové/assist in transportation 12 9.4
Improve buying terms/Better credit 35 27.3
Educate farmers 14 10.9
Increase number of distributors 14 10.9
Keep adequate fert. stocks 13 10.2
Total 128 100.0
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- 'Table 17. Estimatas of Fertilizer Use Sy Crop and Farm Size
1985/86 (M tonnes)
Large
Estates Farms Smallholders Total
Coffee 31,950 0 29,100 61,050
Maize 1,500 23,550 21,450 46,500
Tea 26,850 0 15,000 41,850
Sugar 19,050 0 20,700 39,750
Wheat 1,500 16,500 0 " '18,000
Barley 0 7,050 0 7,050
Other Hort. Crops 3,0q0~ 0 1,800 4,800
Tobacco 0 0 3,800 3,810
Potatoes 0 0 3,750 3,750
Rice 0 0 3,750 3,750
Sunflower & Rape 0 -2,685 0 2,685
Pineapples 3,000 0 2,400 2,400
Irrigated Crops
Total 86,850 47,785 101,760 238,995
Percentage 36 21 43 100
Source: Ministry of Agriculture, 1987
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Table 18 TYPE CF IMPORTER/DISTRIBUTOR
Absolute Relative
Frequency Frequency
Cooperative Union 7 33.3
Others 14 66.7
Total 21 100.0
-
Table 19 - DISTTE_TION NETWORK
No. of Absolute Relative
Outlets Frequency Frequency
(%)
_ 5 9 43
_lo 5 24
_ 20 3 14
Table 20 QUAL “I"TCATION FOR INCLUSION IN THE OISTRIBUTION NETYICRK
Absolute Relative
Frequency Frequency
(%)
Affiliation to Union 7 35
Ability to sell 5 25
Financial credibility® 4 20
Availability oi capital 1 5
Others 3 ‘ 15
Total 20 100.0

* This linked teg2 ~=r with credit worthiness and credit faciiities.
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Table 21 TOTAL WAREHOUSE CAPACITY IN TONNES
Tonnage Absolute Relative Adjusted
Frequency Frequency Frequency
100 - 250 5 24.0 26.3
251 - 500 2 9.5 10.5
501 - 1000 4 19.0 21.1
1001 - 2000 0 0 0
2001 - 5000 4 19.0 21.1
_ = 5001 4 19.0 21.1
No response 2 9.5 -
Total 21 100.0 100.0
Table 22 CHANGE IN DISTRIBUTION CAPABILITY IN LAST 5 YEARS
Absolute Relative
3 Frequency Frequency
Increased 10 47.6
Remained the same 7 33.3
Decreased 4 19.0
Total 21 100.0
Table 23 WHY INCREASED CAPACITY
Reason Absolute Relative Adjusted
Frequency Frequency Frequency
lncreased Fertilizer
Demand 3 14.3 30.0
Expectation of increased
Demand 1 4.8 10.0
- To improve efficiency 2 9.5 20.0
Other 5 23.8 50.0
~Not applicable 11 52.4 -
' 3 —100.0 150.0
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Table 24 FACTORS WHICH PERMITTED INCREASED CAPACITY

Factor Absolute Relative Adjusted

Frequency Frequency Frequency

Increased demand 3 14,3 25.0

Increased Coffee 1 4.8 8.3

Planting

Increased Development 1 4,8 8.3

Coop. Bank Finance 1 4.8 8.3

USAID Fertilizer 1 4.8 8.3

Coop. Unions Funds 1 4.8 8.3

Improved Capital to

Invest 1 4.8 8.3

Improved Price Margins 1 4.8 8.3

To diversify 1 4.8 8.3

Other 1 4,8 8.3

Not applicable 9 42.9 -

Total 21 100.0 100.0

Table 25 DG YOU FOCUS ON PARTICULAR PARTS OF THE COUNTRY
Absolute Relative
Frequency - Frequency

Yes 18 85.7

No 3 14.3

Total 21 100.0

&
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Table 26 RCASONS FOR FOCUSING ON A PARTICULAR PART OF THE CCUNTRY
Absolute Relative Adjusted
Frequency Frequency F requency
Greater Fertilizer use 6 28.6 35.3
Not served by other
distributors 2 9.5 11.8
Historical _ 1 4.8 5.9
Localised Markets 1 4,8 5.9
Operation confined . . -
to district 1 4.8 5.9
Other 6 28.6 35.3
Not applicable 4 19.0 -
Total ' 21 100.0 100.0
Table 27 CHANGE IN DISTRIBUTION NETWORK IN THE LAST 5 YEARS
Absoclute Relative Adjusted
Frequency Frequency Frequency
Yes 1 52.4 57.9
No 8 38.1 42.1
Not applicable 2 9.5 . -
Total : 21 100.0 100.0
Table 28 TYPE OF CHANGE OF DISTRIBUTION NETWORK
Absolute Relative Adjusted
Frequency Frequency Frequency
Expanded 9 42.9 8l1.8
Reduced 2 9.5 18.2
Not applicable 10 47.6 -

Total 21 100.0 100.0
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Table 29 TYPE OF EXPANSION
Absolute Relative Adjusted
Frequency Frequency Frequency
Branches 2 9.5 16.7
Sub-branches/Agents 2 9.5 16.7
Sub-agents/Stockists 5 23.8 41,6
Societies 3 14.3 25.0
Not applicable 9 42.9 -

A\

Total 21 100.0 100.0
Table 30 REASONS FOR DECREASING DISTRIBUTION CAPACITY
Absolute Relative Adjusted
Frequency Frequency Frequency
Problems renting space 1 4.8 33.3
Competition 1 4.8 33.3
Branch closed 1 4.8 33.3
Not applicable 18 85.7 -
Total - 21 100.0 100.0
Téble 31 FUTURE PLANS TO CHANGE DISTRIBUTIQN NETWORK
Absalute Relative
Frequency Frequency
Yes 19 90.5
No 2 9.5

Tctal 21 100.0
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Table 32 REASONS FOR NOT HAVING PLANNED CHANGES IN CAPACITY
Reasons ' Absolute Relative Adjusted
Frequency Frequency Frequency
Unfair competition 1 4.8 50.0
Present capacity
adequate 1 4.8 50.0
Not applicable 19 90.5 -
Total 21 100.0 100.Q -
Table 33 OPERATIONS OF SEPARATE MARKETING DEPARTMENT
Absolute Relative 7 " Adjusted
) Frequency Frequency Frequency
Yes ' 6 28.6 31.6
No 13 " 6l1.9 68.4
No response 2 9.5 -
Total 21 100.0 100.0
Table 34 DEGREE OF DE-CENTRALIZATION OF MARKETING OEPARTMENT
Absolute Relative Adjusted
Frequency Frequency Frequency
Branch level 3 14.3 75
Other ' 1 4.8 25
None ) 17 80.4 -

Total 21 100.0 100.0
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Jable 35~ RE-ORGANISATICN FCR MARKETING DEPARTMENT LAST 5 YEARS
Absolute Relative Adjusted
Frequency Frequency Frequency
Yés 6 28.6 46.2
No . 7 33.3 53.8
Not applicable 8 38.1 -
Total 21 100.0 100.0
p
Table 36 NATURE OF RECRGANIZATION OF MARKETING DEPARTMENT
Absolute Relative Adjusted
Freguency Frequency Frequency
Intensification of :
marketing 5 25.8 83.3
Reduction of staff 1 ‘4.8 16.7
Not applicable 15 71.4 -
Total 71 —1C0.0 160.0
Table 37 REASONS FOR RECRGANIZATION OF MARKETING DEPARTMENT .
Absolute Relative Adjusted
Frequency Frequency Frequency
More business 2 9.5 33.3
Reach more farmers 1 4.8 16.7
Improve effectiveness 1 4.8 16.7
Other 2 9.6 33.3
Not applicable 15 7.4 -

Total . ’ 21 100.0 100.0
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Table 38 UNDER WHAT CONDITIONS HAVE YQU SOLO FERTJLIZERS AT LESS
THAN MAXIMUM RETAIL PRICES
Absolute Relative Adjusted
Frequency Frequency Frequency
Due to competition 3 14.3 " 16.7
Quantity discounts 2 9.5 11.1
To large cash buyers 2 9.5 11.1
) . z
When cost is low 2 2.5 11.1
To Cooberatiye
Societies- 2 '9.5 11.1
Others 7 ' 33.3 38.9
Not applicable 3 14,3 -
Total 21 . 100.0 100.0
Table 39 FERTILIZER TYPES ALLOCATED FROM TREASURY DURING LAST
‘ SEASON
Fertilizer Absolute Relative Adjusted
Type Freguency F requency Freguency
DAP 12 57.0 . 85.7
CAN 1 4.8 7.1
ASN 1 4.8 7.1
None 7 33.3 . -
Total 21 100.0 100.0
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Table 40 EFFECTS OF PRICE CONTROLS ON IMPORTERS/DISTRIBUTORS
Absolute Relative Adjusted
Frequency Frequency Frequency
Unable to import 5 23.8 26.3
Loss due to prime '
decline 3 14,3 15.8
Low profit margins , 3 14.3 15.8
Others 8 38.1 S
No response 2 ‘ 9.5 -
Total | 71 100.0 100.0
Table 41 ISSUES OF CONCERN TO THE IMPORTERS/DISTRIBUTORS
- Absolute Relative

. Frequency Frequency
Pricing 6 28.6
Timeliness of supply 4 19.0
Import Licensing procedures 2 9.5
Liquidity/Financial problems 2 9.5
Inadequate stocks ) 2 9.5
Foreign Exchange Rates 1 4.8
Competition 2 9.5
Others 2 9.5
Total 21 - 100.0
Table 42 PROVISION OF SERVICES TO FARMERS

; Absolute Relative
. Frequency Frequency

Providing 20 95.2
Not providing 1 ' 4.8
Total ‘ 2l 100.0
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Table 43 KINDS OF SEAVICES 70 FARMIRS
Absolute Relative
: . . Freqguency Frequency
Advice on fertilizer use 14 , 66.7
Soil Analysis 4 19.0
Field visits 2 9.5
No answer 1 4.8
Total 21 160.0 L.
Table 44 ABILITY TO CIVE DISCCUNTS PRESENTLY COMPARED WITH FIVE
YEARS AGO .
Absolute, Relative Adjusted
: Frequency Frequency Frequency. -
Harder 6 .. 28.6 40.0
Easier 9 42.9 €0.0
No answer 6 28.6 -
Total 21 100.0 100.0
Table 45 REASONS FCR IMPROVED ABILITY TO GIVE DISCOUNTS
Absolute Relative Adjustec
Frequency Frrequency Frequer.cy
Better margins/terms 5 23.8 55.4%
Competition " 2 © 9.5 | 22.2
Direct allocation by Treasury 1 4.8 11.1
Other 1l 4.8 11.1
Not applicable 12 57.1 -
Total

21 . 100.0 100.0
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Table 46 RELATIVE PROFITABILITY OF SMALL BAGS COMPARED WITH THE
50 KG BAG
Absolute Relative Adjusted
Frequency Frequency Freguency
More profitable 12 57.1 75.0
Equal profitability 2 9.5 12.5
Less profitable 2 9.5 12.5
Not applicable 5 23.5 -
Total 21 100.0 100.0 .
rd
Table 47 CHANGES IN REALIZATION OF REPORTS FOR IMPORT ALLOCATION
IN THE LAST 5 YEARS
Absolute Relative Adjusted
Frequency Freguency Frequency
Increased 11 52,4 91.7
Decreased 1 4.8 8.3
Non Importers 9 42.9 -
Total 21 100.0 100.0
Table 48 TIMELINESS OF IMPORT ALLOCATIONS IN THE 1988-89
FERTILIZER YEAR
Absolute Relativer Adjusted
Frequency Frequency Frequency
Timely 11 52.4 91.7
Not timely 1 4.8 8.3

Non Importers 9 42.9 -

Total 21 100.0 100.0
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Table 49 METHOOS USZD 8Y COMMERCIAL FERTILIZER IMPORTERS TO
REDUCE LANO=D COSTS

Absolute Relative Adjusted

Frequency Frequency Frequency
Pooling of importation 4 19.0 28.6
Shopping for
competitive sources 5 23.8 35.7
Other 2 9.6 14.3. °
Not done anything 3 14,3 21:4
Non Importer 7 33.3 -
Total 21 100.0 100.0
Table 50 PROFITABILITY OF DONOR FERTILIZcR COMPARED TO

COMMERCIALLY IMPORTED FERTILIZER
Absolute Relative Adjusted
: Frequency Frequency Frequency

Better 12 : 57.1 70.6
Same 3 14.3 17.6
Poorer 4 - . 9.5 . 11.8
Non distributor 4 19.0 -

Total 21 100.0 100.0
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Table 51 WHAT THE FERTILIZER DEALERS THINK ABOUT USAID DAP
Absolute Relative Adjusted
Frequency Frequency Frequency

Liked much 9 42.9 ' 52.9

Preferred by

smallholder farmers 2 9.5 11.8

It is the best . 4 19.0 23.5 2

Sells easily 1 4.8 5.9°

Other | 1 4.8 5.9

Non Distributor 4 19.0 -

Total 21 100.0 160.0




Agriconsult

Table 52: Ccam

ar~t

-
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al and Aid Fertilizer Imports by Types,

1985/66 ana 1986/87 (M Tonnes)

1985766 1586787
FERTILIZER

Aid Commercial Total Aid Commercial 7otal
DAP 28, 500 39,038 67,538 20,000 45,300 65,300
MAP 5,000 3,500 8,500 - 1,000 1,000
TSP - 15,900 15,900 - 8,000 . 8,000
NPK 20:20:0 38,349 7,000 45,349 - 3,000 . 18,000
SsP - 7,000 7,000 - 4,000 4,000
SA - 12,794 12,794 - 4,000 4,000
CAN 20,000 20,000 40,000 25,000 23,000 48,000
ASN - 11,200 11,200 7,000 1,400 8,400
UREA 16,600 22,500 38,500 - 8,750 8,750
NPK25:5+5+5%s 13,000 31,000 44,000 5,000 31,175 36,175
NPK 20:10:10 21,000 19,500 ab,ooo 10,000 14,000 24,000
NPK 17:17:17 3,440 3,000 6,440 - 4,500 4,500
NPK 15:15:15 - 200 200 - - -
NPK 15:15:644 = - - - 1,500 1,500
NPK 6:18:20+4 - 2,000 2,000 - 1,000 1,000
SOP - 2,000 2,000 - 40 40
MOP - 2,100 2,100 - 1,000 1,000
OTHERS - 2,420 2,420 - 184 184
TOTAL 145,289 199,852 345,121 82,000 151,849 233,849
Source: Ministry of Agriculture, 1987
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’

Table 53 Fertilizer Use. in Kenya, 1980/81 - 1986/87 (Metric Tonnes)

-

Year Stocks Plus Total less Estimated %

Brought Imports Tonnage Stocks Tonnage Increase -

Forward Available Carried Used (Decrease)
1980/81 40,170 129,672 169,842 40,701 129,141 -
1981/82 40,701 206,667 247,368 110,936 136,432  + +5.6
1982/83 110,936 129,551 240,493 97,708 142,785 +4.6
1983/84 97,708 120;000" 219,708 19,248 198,460 439
1984/85 .19,248 184,374 203,622 - 28,294 175,328  -11.7
1985/86 28,294 345,14l - 373,435 101,795 271,640 +55

16

1986/87 101,795 230,125 331,920 104,793 227,127
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o © ANMEX VII

LIST OF MEMBERS OF KENYA FERTILIZER ASSCCIATICN

Kenya Farmers' Association (Co-Op) (KFA)
Mackenzie ¥Xenya Limited

Windmill East Africa Limited

Sana Chemical Industries Limited

Montediéon East Africa Limited

Hoecsht East Africa Limited

Basf East Africa Limited

Intag Limited

Twiga Chemical Industries Limited

Importer/Distributor
Distributor

Inporter/Subsidiary of
Overseas Mrrufacturer

-

Importer/Distributor”

Importer/Representative
of Overseas Manfacturer

Importer/Representative
office of Overseas
manufacturer

Representative of
Overseas manufacturer

Importer/Distributor

Importer/Distributor





