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Kenya at a Glance

General
Area ('000 sq. km) 580

Total
High Agricultural Potential ('000 sq. krns) 53
Medium Agricultural Potential ('000 sq. krns) 53
Semi-Arid Area ('000 sq. kms) 48.2
Population (mil, 1989 Census) 21.4
Per Capita GDP (US$, 1993) 270 (provisional)

Poverty
Percentage of Population under Poverty Line (1992)

Rural 46 4
Urban 30.7

Gini Co-efficient of Household Expenditures
Rural 0 49
Urban 0.45

Social Indicators: Education Male Female Total
Gross Primary School Enrollment (%, '92) 106 104 105
Gross Secondary School Enrollment (%, '92) 35 27 3 1
Net Primary School Enrollment (%, '92) 73 74 73

Top 10% of Population 80 77 76
Bottom 10% of Population 62 63 63

Net Secondary School Enrollment (%, '92) 12 11 11
Top 10O of Population 22.5 18.2 20
Bottom 10% of Population 3.3 0 7 2

Social Indicators: Health and Nutrition
Infant Mortality (1993, per thousand) 61.7

Rural 64 9
Urban 45.5
Mothers with no Education 66.3
Mothers with Primary Education 57.3
Mothers with Secondary Education 34.8

Child Stunting 34
Rural 34.2
Urban 21.5
Mothers with no Education 36.7
Mothers with Primary Education 32
Mothers with Secondary Education 21.3
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PREFACE

A reduction in poverty is the central goal of development. It is high on the agenda of
policy makers in Kenya. Recent developmental experience indicates that rapid and politically
sustainable progress on poverty has been achieved by pursuing a strategy that has two equally
important elements. The first is broad based economic growth, the second is to provide basic
social services to the poor. The two elements are mutually reinforcing, one without the other is
not sufficient and eventually, inadequate progress in one constrains the other.

This report provides an assessment of the extent of and changes in poverty in Kenya
during the '80s and early '90s. In this period, Kenya achieved further improvement in social
indicators, but little growth in per capita income. Many social indicators also stagnated in the
latter part of the period under consideration, and there are persistent differentials related to
location and income. This report identifies the main reasons for this state of affairs and offers a
strategy of programs and policies for poverty reduction through econornic growth and increased
human capital accumulation by the poor.

This report was prepared during the period September 1993 to July 1994. It was
discussed uith the Government of Kenya in September 1994, and revised to reflect comments
from the discussion. Members of the team that prepared the report are: Gurushri Swamy (World
Bank, Task Manager and principal author), Jayshree Balachander, Lionel Demery, Graeme
Donovan, Timothy Marchant, Gajan Pathmanathan, Simon Thomas (all from the World Bank),
Peter Moll, Tesfaye Teklu and Mathew Verghis (consultants). Deepa Narayan (World Bank)
managed the Participatory Poverty Assessment with the assistance of David Nyamwaya (African
Medical Research Foundation, Kenya). An inter-sectoral counterpart team was set up under the
chairmanship of Mr. F. M. Kuindwa, Permanent Secretary, Office of the Vice-President and
Ministry of Planning and National Development, to provide interaction and advice. Mr. Peter
Ondieki, Deputy Chief Economist in the Human Resources and Social Services department of the
same ministry was coordinator. The Bank team benefited from the interaction, particularly, from
the detailed comments provided by sector ministries and discussions with them. The Poverty
Profiles were prepared by Mr. John Mukui, consultant to the Government of Kenya.

Several donors supported the preparation of this report: the Netherlands Poverty Trust
Fund and the German Fund for Technical Assistance provided support for consultants and field
work, the U.K. Overseas Development Administration financed the Participatory Poverty
Assessment, to which the UNICEF also made a contribution. The team also had important
discussions with other donor agencies.

The report benefited from extremely helpful and detailed comments from Hans
Binswanger (AGRDR); Francis Colaco, Peter Miovic (AF2DR); Stephen O'Brien (AF2EA), Jack
van Holst Pellekaan (AFTHR); and Kalanidhi Subbarao (ESP). Many others, including Jack Van
Lutsenburg Maas (AF2PH), Stephen Weissman (AF2EI) and Shem Migot-Adholla (AGRAP)
provided important sectoral perspectives. Vanessa Saldanha (AF2PH) provided production
support. Kathleen Jordan (AF2CO) provided the statistical appendix tables.
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EXECUTIVE SUMMARY: OVERVIEW, CONCLUSIONS AND
RECOMMENDATIONS

INTRODUCTION

In Kenya, sustained per capita income growth has been an elusive target in the '80s and
early '90s. Per capita output grew at a trend rate of only 0.6% annually during 1981-93.
Economic growth was particularly inadequate in terms of absorbing the 4 million people who
entered the labor force during these years. Kenya was one of the few countries in sub-Saharan
Africa to experience a decline in fertility in the '80s - it fell from 7.7 in the early '80s to 5.4 in
1993. But past fertility decisions resulted in the labor force growing much faster than the
population, i.e., 4% annually compared to a population growth rate of 3.4% annually. The lack of
productive employment opportunities, on the farns and elsewhere, in the face of rapid labor force
growth resulted in a fall in real wages in most sectors of the economy. Unemployment went up in
urban areas - from 11% in 1977 to 16% in 1986 and to 22% in 1992. In rural areas, the average
size of the landholding in the smallholder sector declined from 2 hectares to 1.6 hectares during
1982-92, and the percentage of households with little or no land increased. The trend rate of
agricultural growth was only 2.2% annually and the yield of the staple food crop - maize -
stagnated at less than 2 tons per hectare.

Reflecting these developments, there was no significant improvement in the incidence of
poverty. In rural areas, the percentage of the population living in poverty remained high at about
47% in 1981/82 and 1992. About half of the rural population was therefore unable to consume a
minimum requirement of food and essential non-food commodities. Further, the shortfall in
consumption, i.e., the difference between the minimum required consumption and the actual
consumption of the poor increased, and the distribution of consumption worsened. The gini co-
efficient, a measure of concentration, increased from 0.40 to 0.49. In 1992, therefore, there were
more poor people in rural areas - 9 million people as compared to less than 7 million in 1982 - an
increase in the proportion of the very poor, and an increase across the board in the depth of
poverty. In urban areas, the incidence of poverty was nearly 30% in 1992, or one and a quarter
million people.

At the outset of the '80s, Kenya already had distinctly more favorable social indicators
than most countries in the region. A life expectancy of 55 for males and 59 for females and an
infant mortality rate of 77 per thousand live births were well above the average obtained in most
low income countries. Overall this progress was continued for many indicators. Infant and child
mortality rates continued to fall and there was further progress in life expectancy. Kenya had
achieved nearly universal primary school enrollment by the early '80s, a situation that obtained in
the early '90s as well. But for other indicators, the progress was far less impressive. Secondary
school enrollment increased only from 20% to 30% of the relevant age-group. Child malnutrition
rates, after showing improvement during 1982-87, stagnated and even deteriorated in some areas.
Thirty-four percent of the population under five is currently estimated to be stunted, i.e., to have a
lower than normal height for age - not much better than the average for sub-Saharan Africa, 39%.
Infant and child mortality rates also remained static in the late '80s and early '90s.
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Further and despite continued improvement in many social sector indicators, the
distribution of the benefits from better health and education is uneven and is related to income and
locational differences. The bottom expenditure decile has a (net) primary school enrollment of
only 62%, compared to 80% for the top decile. The degree of inequality is sharper for secondary
schooling, the bottom decile has a net enrollment rate of only 2% compared to about 20% for the
upper deciles. Child status indicators show significant differences according to the education of
the mother which is also a proxv for income differences. The rate of stunting is, for example,
21% among children with mothers having secondary education, in contrast to '37% for children of
mothers with no education. Infant and child mortalitv rates are about 50% higher for children
born to uneducated mothers.

There is a strong urban bias as well in many social indicators. Rural secondary school
enrollment rates are half that of urban rates. The rate of stunting is 60% higher in rural areas
compared to urban areas and infant mortality is 43% higher.

There is no indication of gross discrimination against females in human capital investment,
there is no difference in primary school enrollment, and in fact, the rate of stunting is higher for
males than females. But there are other subtle forms of differentiation. The completion rate for
primary school education is lower for females, and in times of economic stress, female students
are more likely to drop out of primary school. Girls from poor rural families typically do not
attend secondary school at all. Female-headed households, i.e., those with no male support
experience high rates of severe poverty.

This report identifies the main reasons for this state of affairs and offers a strategy of
programs and policies for poverty reduction through economic growth and structural
transformation, particularly in the rural areas where most Kenyans and Kenyan poor live. It also
examines the effectiveness and adequacy of govemment expenditures in increasing human capital
accumulation by the poor, i.e., in health, education, food security and nutrition, and proposes a
major reallocation of expenditures away from inefficient programs that mainly benefit the non-
poor towards those that can effectively reach the poor. It also proposes a few targeted
interventions for providing income support for those who cannot wait until the growth process
gathers full steam and those who cannot participate in it because of special handicaps such as
geographical isolation.

Provided in the next section is a summary description of who the poor are in terms of
location, sources of income, asset ownership and gender characteristics. This is followed by a
discussion of the findings of this report on the causes of persistent income poverty in Kenya, and
on the extent of inequity in public expenditures on education, health and nutrition. The main
recommendations of the report are then presented, followed by a short guide to the rest of the
report

Before proceeding however, it must be pointed out that the comparison of poverty
incidence is based on data from two household expenditure surveys, one conducted in 1981/82
and the other in 1992. The fact that 1992 was a year of drought may bias the comparison, i.e. it is
possible that had the survey been conducted in a normal year, the comparison would have shown
some improvement in the incidence of poverty. But a number of other indicators mentioned
above and discussed elsewhere in this report, i.e. a secular decline in real wages, a decline in the
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average size of the farm holding in the smallholder sector, an increase in the share of rural
households with little or no land, little or no improvement in the average yield of the staple food
crop - maize -, and recent deterioration in the nutritional status of children, all suggest that the
improvement, if any, would have been marginal. It is the judgment of this report that these
unfavorable developments point to, at best, a stagnation in the livine- standards of the poor in rural
areas, even independently of the effects of the drought.

There is another reason for some caution. A significant proportion of the sample in 1992,
i.e. about 30% was not usable for data analysis because of incomplete information. Several
checks were instituted to verify the results of the remaining sample of about 8,000 households for
locational bias, internal consistency and comparability with other sources of information. Overall,
the checks were reassuring, as is the relatively large size of the remaining sample. Nevertheless,
the loss of such a large amount of data does reduce the confidence that can be placed on the
results, particularly inter-temporal comparisons.

CHARACTERISTICS OF THE POOR

The bulk of the poor live in rural areas, two-thirds of them in the high and medium
agricultural potential areas in the central and western parts of the country. This is not a surprising
phenomenon: decades of land settlement and population growth were supported by the rich soils
and good rainfall in these areas. But clearly the pressure of population is taking its toll. People
have migrated to the semi-arid fringe surrounding the highlands; where also the incidence of
poverty is high but population density is lower. In the arid areas which cover 60% of land area,
live a million nomads, about one-twentieth of the country's population; nearly all of them are
poor.

The richest groups in rural areas are public and private (formal) sector employees who
account for 13% of households. Another small group, accounting for about 5% of all households,
the export crop farmers, are also relatively better off with lower than average incidence of
poverty. The majority of the rest - food and subsistence farmers and those who derive the bulk of
their income from the informal sector - are the rural poor of Kenya. The urban poor are mainly in
the informal sector.

The poor as already mentioned, have lower schooling for their children. They and their
children are more likely to be malnourished. Their children are less likely to be immunized and
face higher risks of dying in infancy and childhood. They own only small pieces of land and less
cattle and fewer consumer durables such as radios and bicycles, cement walls or iron sheet roofs.
Thev have significantly less access to safe water, practically no access to piped water or to
electricity. In urban areas, slums are worst-hit, with very poor sanitation and inadequate water
supply

About a third of rural households are female-headed, and as much as 60% of these in
some poor areas have no male support. The incidence of severe poverty is significantly higher for
such households, i.e. widowed, divorced, separated and unmarried with children. Although
women can and do legally inherit land, in most cases, widows have traditional rights and not legal
title. Married women too have traditional use of land, but in the case of divorce or separation, the
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woman often loses access to land and most other assets. Thus, although there is no evidence of
gross discrimination against females in education or health, and married women are no worse off
than their male counterparts, single women with children are often in acute distress. Manv of
them migrate to urban slums where they remain poor.

While single, divorced and widowed females face particular problems, women in general
bear a heavier burden of work. Particularly in rural areas, they contribute a major share of family
income, and in addition, are responsible for child-rearing and most household chores, including
fetching water and fuelwood. An average rural Kenyan woman's day is thus two hours longer
than for a man, which usually cuts into rest. On the positive side, when they do have access to
land, women farmers seem to use extension services as much as male farmers do and do just as
well in terms of adoption of extension advice.

CAUSES OF CONTINUED INCOME POVERTY IN KENYA

Poverty is a complex phenomenon. Institutional and structural factors, the pace and
pattern of economic growth and investment in human capital all interact to determine a society's
welfare. Developmental experience of the '70s and '80s shows that rapid and politically
sustainable progress on poverty has been achieved by pursuing a strategy that has two equally
important elements. The first is broad-based economic growth that makes use of the poor's
most abundant resource - labor, the second is to provide basic social services to the poor.
The two elements are mutually reinforcing, one without the other is not sufficient and eventually,
inadequate progress in one constrains progress in the other. In some countries such as Brazil and
Pakistan, growth raised incomes of the poor, but social services received too little attention. As a
result, mortality among children remained unusually high and primary enrollment unusually low,
and the poor were not as well equipped as they might have been to take advantage of economic
opportunities. Some other countries by contrast stressed the provision of social services, but
growth was too slow. In Sri Lanka, for example primary enrollment rates and under 5 mortality
were exceptionally good, but the potential for raising the incomes of the poor went to waste for
lack of economic opportunity. In countries where both parts of the strategy were implemented -
Malaysia and Indonesia for example - there was substantial reduction in poverty and improvement
in social indicators.

Kenya's development experience in the '80s and early '90s puts it in the category of those
countries which have achieved some improvement in social indicators but little growth in income
Further improvement in social indicators is in turn being seriously compromised by a lack of
igrowth in income. Poor parents are beginning to find it difficult to invest in their own and their
children's human capital On the other hand, even though the Government commands a large share
of total resources, the misallocation of budgetary resources is limiting the funds available for
public investment in human capital formation and other essential services that support the poor

The lack of sustained economic growth is the primary cause of continued income
poverty in Kenya. The factors contributing to slow growth are discussed below



v

Agriculture

In the agricultural sector, growth in value added slowed to only 2.2% per year. There
were a number of exogenous factors contributing to this sluggish growth. The country was hit by
three years of drought: in 1984 and again in 1992-93, agricultural valued added fell by 3.5% and
7% respectively.

In addition, many of the past sources of growth were depleted while new sources were
only partially exploited. The decade and a half after independence in Kenya witnessed
extraordinary growth and transformation in the rural economy which provides the livelihood for
the majority of Kenyans even today. The growth strategy was soundly based on smallholder
development. These sources of growth - the extension of smallholder coffee and tea, the spread
of hybrid maize varieties to smallholders and land redistribution from large to small farmers
contributed to an agricultural growth of over 5% per annum. But these factors had largely run
their course by the late '70s.

Kenya is a land-scarce economy - only about 40% of the land is arable, and only 20% is of
high and medium potential. Rapid population growth has resulted in migration from high
potential areas to the less well endowed areas, and at the same time has reduced the land available
to a household. The average size of the holding declined from 2.0 hectares to 1.6 hectares during
1982-92, and the percentage of rural households with little or no land increased from less than
18% to 25%. The production of new technologies and adaptation to conditions prevailing on
farmers' fields and in semi-arid conditions did not keep pace with these developments; the average
maize yield, even excluding drought years, was less than 2 tons per hectare in the '80s and early
'90s, essentially the same as in the '70s.

With declining farms sizes, little scope for area expansion within the smallholder sector,
and stagnant yields, agricultural growth slowed. The share of agricultural income in total rural
income, particularly in the income of the poor, fell sharply and the poor increasingly tumed to
wage labor and self-employment. But here too, falling real wages, continued restrictions on
private trade and processing, and poor maintenance of infrastructure constrained the growth of
rural incomes.

On the other hand, in contrast to the small-holding sizes in the smallholder sector, there
continues to be a large-farm sector of 800-1000 large scale farmers vith a modal farm size of
'500-1 000 hectares. The protection and subsidies given to the large farm sector by way of
subsidized credit and tax advantages and price support preserve a highly capital intensive mode of
production on many of these farms which absorb very little labor.

Industrv and Manufacturing

In industry, the limits to import-substitution, on which post-independence growth was
based, had been reached by the early '80s and the sector had become too inefficient to compete in
the export markets. For a considerable period of time in the '80s, incentives - the exchange rate
and the trade regime - remained distorted in favor of import substitution, and sectoral growth was
modest. A serious attempt at import and exchange rate liberalization and export promotion was
started in 1988, as part of the Government's structural adjustment program, but it was not until
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1993 that the import licensing system was completely dismantled and exchange markets
completely liberalized. These steps, along with price and interest rate liberalization, have been in
the right direction, and the economy is beginning to respond in terms of increased exports of
manufactured goods.

Over-Extension of the Public Sector

Despite these reforms, Government policies in many critical areas did not provide an
environment conducive to robust private sector activity, and as a result, the full potential of the
economy was not realized. The most conspicuous policy failure was (and remains) the over-
extension of the public sector and inefficient and inequitable use of public resources. A large
portfolio of inefficient public enterprises absorbed public resources but generated little growth in
value added. The high capital intensity of these public enterprises resulted in the rate of growth of
labor inputs being only half that of the rate in the private sector. It is estimated that if total factor
productivity in the parastatal sector had been similar to that in the private sector, overall economic
growth would have been as much as 2 percentage points higher during the latter half of the '80s.
The sector was a drain-on the budget in most of these years to the tune of -0.9% of GDP to -
1 [1% of GDP. In recent years, direct and indirect subsidies to parastatals have reached a level of
5.5% of GDP, compared to less than 2% of GDP spent on health, for example. The process of
structural adjustment has barely begun to tackle this problem.

Another feature of over-extension was the growth of the wage bill of the central
government. Salaries and wages absorbed over two-thirds of recurrent expenditures, leaving little
for non-wage expenditures. The share of non-wage expenditures declined from 5.7% of GDP in
1981 to 3.7% of GDP in 1990. Again, there was little progress in reducing the size of the civil
service. And, the government failed to maintain fiscal discipline. After a period of sharp
reduction in the budget deficit in the early '80s, the later '80s and early '90s saw a re-emergence of
unsustainably large deficits in the order of 9-10% of GDP. The financing of the large budget
deficits through recourse to money expansion contributed to high inflation in many years.
Inflation is a regressive tax which hurts the poor the most. Also, increased domestic borrowing
tripled the Government's interest burden. As a result of these developments, many essential public
services of particular importance to the poor - infrastructure, agricultural extension - were under-
funded, while education and health expenditures could not expand as is discussed below.

INEQUITY AND INADEQUACY IN SOCIAL EXPENDITURES

Kenva is one of the few countries in the region which preserved the share of education in
the public budget throughout the '80s and early '90s, at about 6% of GDP. Two-thirds of it was
spent on primary education, and per student real expenditure was held more or less constant
Public expenditure on primary schooling also succeeded to a considerable degree in reaching the
poor households who received a greater share of public subsidies than the non-poor. Private
spending on primary education has been traditionally high in Kenya. In 1992, on average, per
student private expenditure amounted to 1/3 of total expenditure, well above the share obtained in
many low-income countries, about 7% in Bangladesh and Indonesia, for example. Thus, by a
combination of public and private spending, nearly universal primary school enrollment was
achieved and maintained.
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But there are significant differences in private spending according to income status. In
1992, the poor spent less than half the amount the non-poor did on primary education, but
expended I 0% of their non-food expenditures on primary education compared to 4% for the non-
poor. Since the Government's contribution is mainly in the form of teachers, this inequality in
private spending meant lower non-teacher inputs in schools attended by the poor, resulting in
lower quality of schooling. For the very poor - say the bottom 10% of the population - the
private cost of education was altogether too high, and this reflected in considerably lower net
enrollments, i.e. 62%, compared to 80% for the top 10% of the population. Thus the incidence of
public subsidies in primary education, while essentially equitable, was not progressive enough to
fully compensate the poor for their lower command over resources.

The picture is much worse for secondary education where both private and public
spending is highly skewed, as is enrollment. The parents' share of total cost in 1992 was 2/3 of
the total, and in absolute terms, ten times higher than in primary education, i.e., Ksh. 8000
compared to Ksh. 782. This high private cost clearly discouraged enrollments in general and
particularly by the poor. Real public expenditure per secondary school student increased in the
'80s, but because the poor did not enroll in secondary schools, increased public subsidies went
almost entirely to the non-poor, mainly in the urban areas.

The most inequitable aspect of public expenditures on education is the relatively high
share devoted to university education. Although public universities account for only 0.6% of
Kenya's total student population, they absorb 19% of the Government's recurrent spending on
education. The per student public expenditure is 30 times greater at the university level than at
the primary level.

It is more difficult to analyze the relative importance of public and private health
expenditures on the poor because data on health outcomes are not organized by expenditure
groups. Overall, public real health expenditures were more or less constant but declined in per
capita terms since the population increased by 40% during this period. The share of promotive
and preventive health however, increased from I 0o of the budget in FY87 to 20% in FY9 1. The
continued improvements in life expectancy, infant and child mortality, despite little growth in per
capita income, suggests that the relative protection given to promotive and preventive health
services has been helpful.

But, as discussed earlier, there are indications that the improvement in child nutritional
status and infant and child mortality that took place occurred mostly in the early to mid '80s, and
was stalled in the late '80s and early '90s. Further, these indicators show significant variation
according to the education of the mothers, (which is also a proxy for income) and whether the
child lives in a rural or urban area.

Curative expenditures form the bulk of the public budget, and these in turn are heavily
biased towards hospital based care in district, provincial and national hospitals which are less
frequently used by the poor and away from health centers which are used by the poor three times
more often than the non-poor. As a result, the poor obtained a less than proportionate share of
government subsidies in curative health.
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A systemic problem in the public health system is the lack of dru-gs and other amenities
which reduces the quality of care provided. The poor were also the worst hit bv these shortages.
as also by the lack of convenient access to public facilities.

INEFFECTIVENESS AND INEFFICIENCY IN FOOD SECURITY AND NUTRITION INTERVENTIONS

There was no improvement in food securitv. Partlv reflecting drought conditions. a
slightly higher proportion of the population 37% in 1992 compared to 35% in 1982 was food
poor, i.e., unable to consume 2250 calories per day. A major determinant of food securitv is the
availability and price of food. In Kenya, the per capita production of maize, the major staple
declined at a trend rate of nearly 1% per annum during 1982-1992. Although (government)
imports compensated for this, per capita maize consumption showed no perceptible grcwth. The
open market real price of food was highly unstable, particularly during drought years when it shot
up by 35% to 45%, and urban areas were particularly badly hit. Thus price stability, the stated
objective of the grain-marketing parastatal, was conspicuously absent. Indeed, it is likely that the
controls on movement of grain (removed only in December 1993) aggravated the effects of
drought. The parastatal often held large stocks or exported maize even though food prices were
sky-rocketing. The grain parastatal's deficit as a percentage of the Government's recurrent
expenditure was as high as 2% in 1991/92, i.e., about K£ 71 million.

Recent policies in the area of food imports are also detrimental to food security. In
August 1994, the Government imposed a ban on imports which was subsequently lifted and a levv
instituted. These measures had the effect of unduly raising the price of food for consumers, more
than a third of whom are unable to satisfy the minimum caloric requirement.

Public spending on child nutrition programs was on the other hand, extremely small, about
a third of the deficit of the grain parastatal, and only about 3% of public expenditures on health
and education. Further, the bulk of it was on the highly inefficient and poorly targeted school
milk program, to the neglect of other programs such as nutritional education, targeted
interventions for infants and pre-schoolers and deworming and feeding of school children, which
are known to significantly improve child health.

A STRATEGY FOR GROWTH AND POVERTY ALLEVIATION

From the analysis done in this report and summarized above, it is clear that public policies
and programs for poverty alleviation fall into the following broad categories: Growth and
Structural Transformation, Increase and Reallocation of Public Expenditures in the Social
Sectors, Rationalizing interventions in Food Security and Nutrition and, finallv, a limited number
of Targeted Programs.

GROWTH AND STRUCTURAL TRANSFORMATION

Achieving sustained per capita income growth is clearly the top priority. This requires
productivity growth and structural transformation in both agriculture and industry. The fastest
rate of growth must come in the manufacturing sector, based on a reorientation of this sector
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towards exports. The growth rate must at least double, to perhaps 10% per annum for the
Kenvan economy to achieve a significant transformation in terms of the share of manufacturing in
output and employment. It is important therefore that the government continue
implementation of import and exchange rate liberalization and export promotion policies.
These policies must be supported by macro-economic stability without which individuals
and enterprises cannot make long-term planning, saving and investment decisions.

But manufacturing accounts for only 13% of the economv's output and even less of its
employment. Even rapid growth in the sector will not therefore impact significantlv on overall
growth in the medium term or in improvement of living standards of the majoritv of Kenvans and
Kenya's poor who live in rural areas and depend primarily on agriculture and related non-farm
activities. Broad-based rural development is therefore of overwhelming importance for food
security and poverty alleviation. Further, the experience of rapidly growing countries of East Asia
shows that during the process of growth from 1965-88, agricultural output and productivity grew
at higher rates than in other parts of the world, i.e., at 3.2% and 2.2% respectively compared to
less than 2% and 0.3% obtained in sub-Saharan Africa. Many factors contributed to the success
of agriculture in East Asia. Land reform (notably in Korea and Taiwan, China), agricultural
research and extension, good infrastructure and investment (roads, irrigation, water and
electricity) and low direct and indirect taxation of agriculture all played a role.

Many of Kenya's programs in agriculture are highly supportive of growth. There is no
explicit taxation through lower than world prices of commodities, and a successful extension
system is already in place. But in other areas, i.e., research, marketing of inputs and outputs, rural
infrastructure, there is a great deal more to be done. There are opportunities as well for
increasing the availability of land to small farmers. The combination of actions on all these fronts
can push up the agricultural and rural income growth rate by 1-2 percentage points - not
spectacular in terms of what is possible in manufacturing - but of great impact on poverty in the
medium term because of the widespread nature of income growth that will take place.

Agricultural Productivity and Diversification

Yields of the major food crops, especially maize, have been stagnant throughout the
I Q1Os. and the small farmers' yields are as little as one-third of those achieved on research
stations. Raising smallholder yields is the challenge to the research system - to adapt
technologies to specific conditions faced by farmers, particularly in less well-endowed areas.
It is important that adequate funding be provided for research and the recently formulated
proposals of the Kenya Agricultural Research Institute implemented.

But policies have also played an important role in constraining yield growth, and in
kleeping the costs of marketing both inputs and outputs unnecessarily high. These can be, and
must be, reduced substantially. The way to do this is to encourage still further competitive private
sector marketing and distribution. The marketing reforms for maize are new, and have not yet
borne full fruit. In the interim, government policies were reversed to ban imports and exports of
grain. The ban was lifted in September '94, but duties have been imposed. These policy changes
have reversed the earlier moves towards free trade. It will be vitally important for the
Government to sustain a commitment to liberalization throughout the marketing system
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from farmer to consumer and including international trade. This commitment needs to be
extended to the entire agricultural sector.

The Kenyan smallholder has experienced repeated problems wvith obtaining good quality
seed. A thorough examination of the maize seed production, multiplication, certification,
and marketing system is currently ongoing. The implementation of reforms, particularly in
the areas of establishing plant breeders' rights, allowing for a plurality of seed producers,
price liberalization, provision of KARI foundation seeds to private sector companies and
others well in advance of the planting season, and establishing financially viable foundation
seed units at selected KARI centers, is a matter of top priority.

With fertilizer, the issue is somewhat different. Fertilizer use (especially on food crops) on
small farms has always been low. The profitability of fertilizer is not as clear-cut as one would
like to see, and further economic analysis is called for to identify ways of increasing this
profitability enough to induce wider use. Beyond improving marketing, the obvious area for
work is raising the response per unit of fertilizer, which swings the spotlight back on
research.

In the post-independence period, the spread of cash crop cultivation, i.e., tea and coffee,
to smallholders was a major source of income growth. The secular decline in export-prices of
these crops (real prices fell at trend rates of 6% and 7% per annum during 1982-92) points to the
need for diversification to new cash crops. The growth of horticultural production and exports in
recent years, and of dairying, are examples of such diversification. But entrepreneurs face several
constraints. In dairying, the continued domination of marketing and processing by the
KCC, which is highly centralized, and whose payment are delayed and unreliable, and
undue interference in the functioning of private traders - all contribute to inefficiency and
lack of incentives. This situation needs to be improved by implementing the
recommendations of the Government's Dairy Development Policy paper adopted in 1993
and the passage of a revised Dairy Act. In horticulture, there is little government interference,
but the industry is not supported by adequate research and propogation activities. Poor
communication infrastructure between Nairobi and the main producing centers leads to lack of
co-ordination and consequent wastage.

Infrastructure

This brings us to the critical issue of rural infrastructure in Kenya. While the provision of
infrasiructure is not a sufficient condition for growth, it is central to people's abilities to respond
to new opportunity and changes, and reduce transaction costs of all sorts

The most important of all production-related infrastructure is the roads network. It is also
critical for access to basic social services such as health centers and schools. Although Kenya has
built up a good network of roads, the overwhelming problem is its deteriorated condition. It is
believed, for example, that over 25,000 kilometers of classified gravel road have so badly
deteriorated by a lack of regraveling that much of this network might now be classified as earth.
It is estimated that K£ 235 million should be spent on the maintenance of non-urban roads
annually, this compares with an expenditure of less than the Ki 100 million in FY93. A similar
deterioration of the unclassified road network has taken place since village councils have spent
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practically nothing on maintenance for many years. The needs of the rural sector are large and
urgent. It is strongly recommended that the government proceed on the new Roads 2000
initiative under which a more comprehensive, coordinated and cost-effective strategy
(compared to the present one) for road maintenance is envisaged with donor assistance.

The country, at least in the non-arid areas is well endowed with rivers, springs and streams
and in this sense the countryside is well-covered. But access to safe water, particularly piped
water is limited. Only 40% of the poor have access to safe water and 10% to piped water . The
overall impression is that while the situation is not bad in terms of coverage, supplv is neither
reliable nor alwavs of good quality. And that the demand is outstripping supply, particularil if
one includes the needs of diversification of farm activities and increasing non-farm activities. In
the semi-arid areas, the problem is far more acute.

The Government is the main water undertaker and operates 32 large water supplies, and
over 600 smaller water supplies all over the country. Besides this, Kenya has a long tradition of
self-help and community schemes. The schemes have often received donor financing. Further,
many of the community groups were appointed as undertakers by the Government and provided
with technical and material support. Government policy is to increasingly hand over the smaller
schemes to local authorities in urban areas and to community groups in rural areas. The water
works however, are often old and in need of rehabilitation and cannot satisfy the demand.

Recent studies of international experience indicate that successful community schemes
have four factors in common - community demand as reflected in financial and time contributions,
sound technical assistance, community decision making and sound business management and
accounting transparency. This experience calls for a re-orientation of the community-based water
supplies in Kenva along with expansion. It should be based on responding to communities'
demands and supporting them to mobilize their own resources. Funds would be made available
directlv to communities for construction, rehabilitation and expansion of water systems (including
those handed over by the Government), or indirectly through intermediaries such as the NGOs,
the private sector or local government. This could be done by establishing a Rural Water
Fund, initiallv on a pilot basis. The Fund would be managed by an independent board of
trustees which would have a professional management and staff. The Government would
be represented on the board and would have a global planning and regulatory role in terms
of overall water conservation and management.

* The needs of the rural sector in terms of electricity and cooking and lighting fuels such as
woodfuels and kerosene need to be studied. Only 2% of the rural households surveyed in 1992
had electricitv connections, the main lighting source was kerosene even in the non-poor groups,
and woodfuel the main cooking and heating fuel. Electricity may not be a viable option for
heating and cookinz in rural areas. At the same time, from the point of view of generating off-
farm and non-farm employment, the provision of electricity could make a critical difference. It is
recommended that a careful analysis of rural energy needs be carried out.

The Large-farm Sector

Kenva carried out a major market-based land reform program after independence which
transferred about a half million hectares of high and medium potential land suitable for crop
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farming and dairying from the large farm sector to smaller farmers. There is little statistical
evidence on what has happened since then, but it appears that further sale of land from large scale
to small holders has taken place. The Government has also continued to settle landless Kenyans
on available Government land in its settlement schemes. Nevertheless, anywhere between a half-
million and a million hectares of land is still on some 800-1000 large farms of a modal size of 500-
1 000 hectares.

The economic efficiency of many large -scale operations is low - wheat farms and open-
grazing dairying operations in particular are very inefficient in the sense that they use highly
capital intensive technologies and use a fraction of the labor used on small farms. They continue
in business because they are protected by subsidized credit and import tax advantages and price
supports.

In 1993-94, for example, US$ 11 million was disbursed by the Agricultural Finance
Corporation (AFC) to large and medium scale farmers; the real value of it was nearly US$ 20
million when the interest subsidy is accounted for. About 50% of the AFC portfolio is in arrears.
While many small-farmer tools such as hand-tools, spades, manual ploughs, carry 30% import
duty as well as a value-added tax of 18%, tractors and combines are exempt from both. This
protection to the large farm sector has helped preserve the large farms by artificially increasing
their profitability.

At the same time, there is acute land-hunger in Kenya and many people are migrating from
the high and medium potential areas to the semi-arid areas in search of land. An active land
market exists. Thousands of citizens are saving small amounts over long periods of time to
ultimately gain ownership to a small piece of land through land buying companies.
Encouragement to and speeding up of this process of land transfer would make a striking
difference to rural income growth in Kenya. Several actions are necessary. First, all credit
subsidies and import tax advantages to the large-farm sector should be removed. As will be
recommended in the context of food security as well (see below), the price and marketing
support-given by the NCPB should be greatly reduced. These actions will have the effect of
reducing the artificial profitability of many large farms whose owners will then be induced
to sell. Second, the process of land transfer and registration should be greatly simplified to
reduce delays.

Third, the Government should study the possibility of expanding its settlement
programs with particular attention to providing assistance to enable the poorest, i.e., single
women-headed households and the landless or near landless to acquire land. Thev are
unlikely to participate in the normal process of land sale and purchase because they are unable to
save money at all Not all the land currently on large farms may be suitable for smallholder
cultivation, but the Government could design a program of land transfer, based on a market-based
willing seller basis While such a program would have to be carefully designed, many elements for
a successful program are already available in Kenya - such as the legal framework for group land
purchases, the presence of land buying companies, and the past and ongoing experience of land
settlement.
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INCREASE AND REALLOCATION OF PUBLIC SPENDING IN SOCIAL SECTORS

Arresting the decline in per capita public real expenditures in social sectors must go hand
in hand with reallocation to those programs which benefit the poor more. Within the envelope of
constrained overall budgetary resources, maintaining, and if necessary, increasing per capita
expenditure on human resources will only be possible if the Government makes determined
progress on reducing the size of the civil service, reducing the interest burden. and stopping the
drain to parastatal enterprises. Within total spending in the health and education sectors, there is
considerable scope for reallocation as well. In the health sector, the trend during the '80s
towards a greater share of spending on preventive and promotive health must be
continued; not only does this improve the health status of adults. but also of infants and
children. There is still considerable scope for increasing immunization rates of poor children in
Kenya and the AIDS epidemic is creating an additional need for preventive measures

Within the curative budget, the spending must shift towards health centers and
away from district hospitals. A simulation exercise made in this report shows for example that
in rural areas, a reduction of only 20% in the hospital-based subsidy to the top 30% of the
population would release resources equal to Ksh. 135 million (1993 prices), equal to 7% of the
annual recurrent budget on hospitals and 40% of spending on health centers and dispensaries. If
the saving is redirected to health centers, the per visit subsidy would increase by 60% and since
the poor use health centers two to three times more often than the non-poor, they wouid be the
main beneficiaries of such reallocation. At the same time, the scope for health insurance
should be expanded: the removal of the monopoly status of the National Health Insurance
Fund, improvement in its efficiency and elimination of fraud and abuse are all prerequisites for
such development.

Kenya has made a significant start in cost-recovery and this should be continued
The fees are charged for specific services and are designed to encourage the public to use services
at dispensaries and health clinics before going to hospitals for care. The revenues equaled 370/o of
non-staff recurrent expenditures at provincial hospitals and 20% at district hospitals and health
centers in FY94, and were retained at the facilities for improving the quality of services . Yet
interviews conducted for this report suggest that poorly equipped facilities and lack of drugs
continue to be a problem. Increased cost recovery therefore must go hand in hand with
reallocation of public expenditures towards facilities most used by the poor. Furthermore,
interviews show that the poor attending health clinics are not aware of the svstem of waivers
supposed to be in place for cases of financial hardship; this needs to be remedied

In education at the primary school level, although enrollment rates are generallv high, the
poor are unable to get as good a quality of education as the non-poor because they are unable to
purchase non-teacher inputs. And the poorest are not able to enroll all their children Female
children have a much higher rate of dropout in times of stress. The recent sharp decline in income
has made the situation worse. A targeted mechanism to reduce private costs in the poor
areas and for poor students - a system of bursaries for the poor, particularly female
students, administered by community and local authorities - is recommended.
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There is an overwhelming deficit and inequality in secondary education, where overall
enrollments are modest and for the poor, practically non-existent. The importance of expanding
secondary schooling rests on two factors: the need to develop human capital further for rapid
industrialization and the effects that female secondary school education will have on a number of
welfare indicators such as contraceptive use, child nutrition and health. In these areas, Kenva has
already reaped the benefits of expanded primary school enrollment of females, further progress
will depend critically the on the effects of continuing on to secondary schooling

The availability of secondary schooling must be improved and the high cost of
secondary education effectively reduced. The program of bursaries for secondary school
students should be continued with a particular emphasis on rural areas and female students. But
there is a fundamental problem in secondary education. A substantial part of the private
cost of schooling consists of boarding fees; however, the poor do not have the option of
sending their children to lower-cost day schools because such schools are not widely
available either in the private or public sector. The prospects for increasing enrollments,
particularly female enrollments in rural areas, may be higher if day schools are available closer to
home and are therefore less costly. The Government should therefore conduct a study to
examine the reasons for the high cost of secondary schooling, the unavailability of day
schools and the determinants of low enrollment, with a view to finding solutions to this
problem. At the same time, the share of the budget going to university education must be
reduced by increasing cost-sharing from beneficiaries.

Kenya has experienced a significant fall in fertility and a rise in the rate of modem
contraception from 7-8% in the late '70s to 33% in 1993. Nevertheless, the desired number of
children at 3.7 - 3.9, and the fertility rate at over 5 are high, particularly in the rural areas, and it is
essential that full support be provided for population control programs.

MORE EFFECTIVE INTERVENTIONS IN FOOD SECURITY AND NUTRITION

The primary recommendation in this area is to remove the present high cost and
ineffective interventions - the large presence of the grain parastatal, and the school milk
scheme - and concentrate resources on a nutrition and child development program that
mainly targets infants and pre-school children, with selected interventions for older
children such as micro-nutrients and de-worming. The selective school feeding program
should be continued, with modifications resulting from the ongoing evaluation by the
World Food Programme. The system of variable levies should be removed.

At the same time, drought management must be improved. The sharp increases in food
prices during the two droughts in the '80s and early '90s points to very poor management,
including holding of high grain stocks or exporting grain at times when food prices were sky-
rocketing. While eliminating entirely NCPB's role in marketing in normal years, the government
must increase the speed of response to indications of drought, and greatly improve its
critical coordination role.
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WOMEN AND POVERrY

The analysis done in this report suggests that at the primary school level poor female
students should be a special target for bursaries. Although gender differences at the secondarv
level are not yet prominent, any expansion of secondary education will almost certainly widen
these differences as older girls in poorer families in rural areas get married and have children and
drop out. In any program of expansion therefore, it will be essential to build in special incentives
to attract female students and keep them. Equally important, availability of lower-cost day
schools close to home, is likely to have a disproportionately more positive impact on poor female
students.

More generally, an expansion of rural infrastructure will have a special impact on women
by reducing the time and energy they need to spend on fetching water and fuel and in marketing.
More directly, an expansion of the rural roads maintenance program (see below) will benefit the
poorest of female-headed households who are often employed on these sites. In the longer term,
changing laws and customs to give women more legal rights regarding land ownership and
access, and alimony in case of divorce, would be critical. It is recommended that the
Government's legal task force on women consider these issues.

But it must be recognized that even when laws are made favorable, it takes time for
women to be educated on their rights, and often law enforcement remains weak. There is need
therefore for special support to women made destitute because of eviction. Kenya has a long
tradition of women's self-help groups, currently 23,000 are registered. While some groups are
focused on social welfare, most are production related. It is not known to what extent destitute
women are participants in or beneficiaries of such groups, but it is very likely that any assistance
given to women's groups will strengthen their position as well (see below).

TARGETED PROGRAMS

Employment Programs in Rural Areas

The most important of all targeted interventions is the provision of income support to the
poor in rural areas. As already mentioned, the poor are increasingly dependent on wage income.
The need for such wage employment has become all the more acute with the recent drought and
sharply falling real wages. Kenya was at the forefront of the development of labor intensive
infrastructure programs, i.e., the Rural Roads Program and the Minor Roads Program. The
socio-economic characteristics of participants in this program shows that the program does pick
up a number of poor-divorced and separated women with children and the landless or near-
landless laborers. At the same time, as already mentioned, Kenya's rural roads are in urgent need
of repair and maintenance. It is strongly recommended that the maintenance program be
expanded and coordinated with the Roads 2000 strategy. It is unfortunate that the
program has shown a contraction in recent years when drought conditions would have
warranted an expansion. Donors and the government must see expansion of the program
as a priority issue.
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Arid Areas

The one million people living in the arid lands constitute a special poverty group in terms
of their lack of resources and poor integration into the rest of the economy. Their physical
isolation and poor infrastructure means that general programs and policies to support growth and
build up human capital do not normally reach them. In times of drought they become specially
vulnerable, up to 50% of the livestock may be decimated, and cattle prices can fall by 100% in a
vear. The picture is one of a small but not negligible population with very little linkages to the
rest of the economy, facing a deteriorating natural resource base, declining food security and
deepening poverty. Special programs to increase their economic integration with the rest of
the economv, enhance their human capital base and serve as safety nets in times of drought
are necessarn.

Several donor-financed programs are already operating in the area. These efforts,
although of small scale, have had some effect on poverty alleviation because the emphasis has
been on meeting basic needs and on providing technical help and advice on the management and
health of the livestock. They should be continued with a continuing emphasis on community
participation. The existing programs appear to have had rather less impact on increasing income
and economic integration with the rest of the country. A major constraint is the poor condition
and lack of infrastructure, mainly stockroutes and roads; their revival and rehabilitation is high
priority, but must be done in a selective manner, given the high cost in these areas. Equally
important, drought management and relief must be greatly improved. For any initiatives to
succeed, however, a critical condition is the cessation of tribal conflicts. While there are no easy
answers to this problem, efforts undertaken to a limited extent by district administration need to
have strong political support.

tirban Infrastructure

The poorer areas of the major cities, which can be easily identified, are also in urgent need
of sanitation and safe water. In the (spontaneous) slums of Nairobi for example, only 12% of the
population have individual water connections, and the majority obtain water from kiosks sold to
them in tins. In all cases, there are shortages - pipes running dry or kiosks closing down. Further,
v ater sold in kiosks costs three to four times as much as water from an individual connection.
T-he majority of residents use the pit latrine, with no arrangement for regular removal of waste
matter Interventions to alleviate the situation, including licensing a larger number of
kiosks, ensuring adequate water to the kiosks, and building more latrines with
arrangement for waste removal would not only improve the quality of life for the urban
poor, hut would also save them the time spent on queuing up at the kiosk, prevent spread
of diseases and improve the urban environment. In many urban slums, private individuals
and communitv groups are attempting to provide these services, the Government is
encouraged to find ways of co-operating with and supporting them, both financially and in
terms of technical help.

Informal Sector Enterprises and Credit

The informal sector is the main source of income for about a quarter of rural households
and possibly more in urban areas. It is estimated by Government sources that, with a narrow
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definition of the informal sector, there are about a half a rnillion people employed in this sector.
Other estimates, based on more inclusive criteria, range from 600,000 employed in 350,000
enterprises to nearly 2 million people employed in nearly a million enterprises. The characteristics
of the sector vary according to location and kind of activity, but all studies point to a high
prevalence of small enterprises and a high rate of participation of women both as entrepreneurs
and employees. The value added per establishment is not typically high, and there appears to be a
high rate of turnover, but the sector is an important source of income for the poor as well as the
seedbed for a significant number of larger enterprises.

Perhaps the most important support that can be given is prevention of harassment by
officials. Unfortunately, this has not been the case. There are repeated incidents of demolition of
kiosks and unpredictable enforcement of outdated laws. Over the medium term, there is need for
systematic identification of suitable public and private land which can be purchased and
allocated to the informal sector.

Several donor-financed micro-enterprise credit schemes have come into operation in
Kenya in recent years, most (but not all) of the prominent ones follow practices adapted from the
successful rural finance institutions such as the Grameen Bank in Bangladesh - the use of groups,
and relatively small size of loans and close supervision. This is a favorable development and
should be encouraged; recent (partial) impact studies show, on the whole, a favorable
impact on income and employment. A limited analysis done in this report suggests that
compared to schemes in Bangladesh and Indonesia, the Kenyan ones are small and partly for that
reason, not as cost-effective. The loans are larger in value, compared to the level of per capita
income, suggesting that smaller entrepreuners are not always reached. Also, they are less
effective in terms of reaching women than the Asian schemes, despite the existence of large
numbers of women groups, as mentioned earlier. These are issues that should be kept in
mind during further expansion for credit programs to have maximum impact.

CONCLUSION

Summary of Recommendations

Macroeconomic Policies

- Provide a stable macroeconomic environment and maintain economy-wide price
incentives for private sector activities and exports.

- Implement public sector adjustment policies, particularly reduction of subsidies to and
privatization of public enterprises, civil service reform and increase in non-wage
expenditures

Smallholder Agriculture

- Fund agricultural research adequately, and implement the strategies recently formulated
by the Kenya Agricultural Research Institute.
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- Implement the recommendations of the Government's policy paper for the dairy sector
(Kenya Dairy Development Policy: A Strategy towards the Development of a Self-
Sustaining Dairy Sector, July 1993), and adopt the revised Dairy Act.

- Implement reforms as recommended by ongoing study on seed production and marketing

- Maintain liberalized market for maize and reduce NCPB's role in normal years. Remove
variable import duties.

Large Farms

- Eliminate lending to large farmers by the Agricultural Financial Corporation and recover
outstanding arrears.

- Levy the same level of import tax and VAT on machinery used by large farmers as on
tools and implements used by small farmers.

- Simplify the legal processes involved in subdivision and registration of land transfers

- Study the scope for and the costs and benefits and modalities for expanding the
Government's settlement programs with particular attention to the poorest, including
single women-headed households.

Rural Infrastructure

- Finalize and implement the Roads 2000 strategy, and within this strategy, expand the
maintenance of minor roads using labor intensive techniques.

- Encourage community-based water development in rural areas. Establish a Rural Water
Fund on a pilot basis, to make funds available directly to communities and NGOs.

- Study the needs of and willingness to pay for energy in rural areas.

Education

- Provide on a systematic basis, targeted bursaries at primary school level, to poor
students, particularly girls. Targeting may be best achieved at the school level b\
involving communities and teachers. Complete evaluation of the textbook program to
assess whether it was cost-effective and reached the poor students.

- Continue the system of secondary school bursaries to poor and female students,
particularly in the rural areas.

- Study the reasons for low secondary school enrollment, particularly by the poor and in
rural areas. The study should examine the reasons why lower-cost day schooling is not
available and determine ways of remedying the situation.
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- Implement increased cost-sharing at the public universities.

Health

- Continue shift in relative spending towards preventive and promotive health, including an
expanded program of child immunization targeted at the poorer districts and poor families.

- Shift spending in curative health towards health centers and away from district and
national hospitals. This implies that the non-poor will move increasingly to private health
insurance and pay more for hospital-based care so that public funds are released for the
.poor. There may also be scope for a change in mix of services provided at health centers
and hospitals.

Food Security and Nutrition

- Provide stability in the price of food - maize - by maintaining free movement and private
imports of grain, and intervening only selectively in the markets. Normal year marketing
and storage operations of the NCPB should be greatly reduced and managed by a higher
level committee of the Government.

- Improve drought management, particularly the speed of response to indications of
drought and coordination of drought relief

- Eliminate the school milk program and provide resources for a child development
prog-am targeted at infants, pre-school children and pregnant women, with selected
interventions for older children.

- Continue selective school feeding program with modifications resulting from ongoing
evaluation.

Targeted Programs

- Exiand the labor-intensive minor roads program, and build in flexibility to enhance the
proigram in drought years.

- Exoand donor-supported informal credit schemes, with greater targeting on women and
wornen's groups in both rural and urban areas.

- Increase provision of water and sanitation to urban slums by licensing more water kiosks
and supporting communit) based initiatives in waste-removal and sanitation

- Ccntinue programs of basic needs in arid areas, rehabilitate stockroutes on a selective
basis, and provide support to livestock prices in drought vears as part of drought relief

The recommendations summarized above indicate the direction and dimensions of policies
and programs for growth and poverty alleviation. Implementation will in many cases require
more attention to details of design, targeting and cost than presented here. There is considerable
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scope for reallocating recurrent expenditures among different uses and within sectors - from
hospital care to health centers, from grain and other parastatals and large-farmers credit subsidies
to targeted immunization and nutrition programs, and scholarships for the poor. But the
suggested strategy also contains recommendations for new programs or expansion of existing
ones: road maintenance, agricultural research, rural electricity and water, sanitation and water for
urban low-income areas to name the major ones. It is admittedly an ambitious agenda which
needs to be built into the investment plan over the medium term. Donors are already involved in
many of these programs and would need to expand their support: in particular areas such as
informal sector credit and community based water schemes they have a special advantage in
implementation as well because of their direct involvement with NGOs and other community level
organizations. Such support will be forthcoming if the Government is able to convince donors of
its commitment to poverty alleviation and is able to provide transparency and efficiency in
implementation.

METHODOLOGY OFTHE REPORT, DATA LIMITATIONS AND WELFARE MONITORING

This report uses data from many different sources and of different kinds. Data from the
national and public accounts, commodity production and price data, wage data, and information
from special studies and several surveys are used to complement each other, and in many
instances, to cross-check findings. There are two sources that merit particular discussion, i.e., the
Participatory Poverty Assessment (PPA) and the Welfare Monitoring Survey (WMS) of 1992.
because of the new methodologies used and the need for improving and institutionalizing the
arrangements for future data collection.

The PPA was a particularly innovative effort, and generated very useful information in a

short period of time (February-May 1994). It used a variety of qualitative, visual and quantitative
techniques in a participatory way to understand poverty as experienced by the poor. It provided
critical insights on a number of issues - people's perceptions of the extent and causes of poverty,
the status of women, the extent of and reasons for low school enrollment, the reasons for not
using public health facilities and the ways in which poor people cope with food insecurity and
drought. It is important therefore, that the methodology for data collection be institutionalized
and adequately funded in the future.

The WMS '92 was a first attempt to collect a limited amount of statistical information
from a relatively large sample (12,000 households) in a short period of time. In contrast to the
traditional method of several visits to the households, this survey employed only one visit in
November-December 1992. The survey was not well implemented, and consequently, thc sample
was reduced in size by a third because of missing or incomplete information. Several check;s werc

performed on the remaining data and it was determined that it was usable, albeit with carc and

cross-checks.

But the loss of such a large number of households undoubtedly raises conccrn and calls
into question Kenya's capability for conducting surveys and welfare monitoring in gencral. In the
'70s and early '80s, Kenya had what was considered to be one of the best statistical survey systems
in sub-Saharan Africa. Unfortunately, this capability has eroded. The over-riding issue is
therefore that of re-establishing the credibility of the Central Bureau of Statistics as a supplier of



xxi

high quality data. Without timely delivery of sufficient quality data, the welfare monitoring effort
will be seriously undermined. Indications are that the second round of NNMS has been well
implemented at the data collection and entry stages, and expectations are that data analysis will be
made in a competent manner.

GUIDE TO THE REPORT

Chapter I is an overview which describes economic developments and poverty in the
period 1982-92. It has three sections. The first documents developments in per capita income
and wages and examines the causes of poor economic growth and falling wages in terms of
external factors and sectoral and macroeconomic policies. It examines the impact of these
developments on the poor in-terms of incidence of income poverty, the distribution of income
(consumption) and the composition of income. The second section describes changes in the
education, health and nutritional indicators, the income-related and locational differences; and
public and private expenditures in the sector. The third section gives a detailed description of the
characteristics of the poor - where they live, what their income sources are, and gender-related
features.

Chapter 2 deals with the needs of rural economy, particularly the smallholder economy. It
examines the recent perforrmances of agriculture, and in particular, the productivity, availability
and price of maize, the main staple food in Kenya. It looks at possibilities for crop diversification,
and at the critical need for physical infrastructure - good rural roads and water as the essential
inputs into both crop diversification and growth of non-farm income.

Chapter 3 examines the efficiency of the large-scale farming sector, and whether policies
have encouraged inefficiency. It also examines evidence on the functioning of land markets in
Kenva and ways in which the poor could be helped to own land.

Chapter 4 provides an analysis of social sector spending and the incidence of public
expenditures in education and (curative) health, i.e., the poverty focus of public expenditures It
examines the extent to which public expenditures have been able to compensate the poor for their
lower command over resources.

Chapter 5 analyzes the Government's interventions in food security and nutrition. It
provides an assessment of the effectiveness of the grain-marketing parastatal and of the
Government's drought management efforts. The section on (child) nutrition examines recent
evidence on the deterioration of indicators in child health, and evaluates government interventions
in this area

Chapter 6 focuses on targeted programs- employment programs in rural areas based on
much-needed road maintenance, a program of (selective) infrastructure and basic needs in the arid
areas, water supply and sanitation in urban slums and informal credit to micro-enterprises. In
each case, an assessment is made of the existing program and modifications suggested where
appropriate.

Annex I provides an assessment of welfare monitoring activities.





CHAPTER 1: ECONOMIC DEVELOPMENTS AND POVERTY:
1983-93

ECONOMIc GROWTH

1. A sustained and significant increase in per capita income has been an elusive goal in Kenva
in the eighties and early nineties. Although there were a few years of relatively good growth
(Figure 1.1), overall the economy generated only marginal increases in per capita output, i.e.
0.6% per annum.. Thus, the single most important determinant of poverty alleviation,
sustained economic growth, was conspicuously absent. The growth performance of the
economy was particularly inadequate in terms of absorbing the nearly 4 million people who
entered the labor force during the last decade and a half Although Kenya was one of the few
countries in Africa that experienced a decline in fertility in the eighties - from 7.7 in the early '80s
to 5.4 in 1992 - past fertility decisions resulted in the labor force growing at 4.0% p.a., compared
to a population growth rate of 3.4% annually. The lack of productive employment opportunities
in the face of rapid labor force growth resulted in a significant fall in real wages in all sectors of
the economy by about a third, particularly after 1988 (Figure 1.2). Unemployment rates in urban
areas also went up, particularly sharply for women whose participation rate also increased. A
comparison of data from two labor force surveys shows that urban unemployment increased by 5
percentage points to 16% between 1977 and 1986; for women, the rate doubled to 24%. Data
for 1992 from the Welfare Monitoring Survey indicates that the situation worsened, the overall
rate went up to 22%.

Figure 1.1: Per Capita GDP, 1982=100
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Figure 1.2 Indices of Real Wages 1982=100
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Causes of Low Economic Growth

2. There were a number of exogenous factors contributing to sluggish growth. Kenya
experienced two major droughts during this period, one in 1984, when agricultural GDP fell by
3.5%/O, and 1992-93, when it fell by more than 6%. The terms of trade, after increasing during
1982-86 declined very sharply thereafter, i.e., by nearly 40% during 1987-92. The effect of this
unfavorable development was to reduce the benefits from an already slow growth of output, per
capita GDP adjusted for terms of trade loss was substantially lower for this latter period (Figure
I 1) The critical policy failure underlying economic stagnation was poor economic
management, particularly in the public sector, which resulted in macro-economic
instability, and inefficient and inequitable use of public resources. Although there has been
significant progress in market liberalization in recent years, for a considerable part of the
period under review, the environment was not conducive to robust private economic
activity and for the development of new sources of growth. The government embarked on a
program of structural adjustment in the late eighties, which has begun to provide a basis for
export-based growth in manufacturing. But there was little progress in other areas, particularly
the rationalization of the public sector where implementation was patchy, intermittent and subject
to a number of policy reversals. As a result, the full potential of the economy was not realized.

Sources of Growth

3 The poor growth performance since 1980 is in stark contrast to that achieved in the 10 to
1 5 years after independence, when the economy grew at over 6% per year. During these years,
Kenya's development strategy was based soundly on smallholder agricultural development. Land
redistribution, expansion of smallholder coffee and tea cultivation, the development and spread of
hvbrid varieties had contributed to agricultural growth of about 5% per year, and similar increases
in rural income, including non-farm income. These growth factors had largely run their course by
the end of the seventies. In the absence of new agricultural technologies that can only be
g.enerated by sustained investment in research, and little scope for area expansion within the small
holder sector, agricultural GDP grew only at 2.2% p.a. in the '80s and early '90s (Table 1. 1).
Continued restrictions on private trade and processing and poor maintenance of infrastructure
further constrained rural development. The protection and subsidies given to the large-farm
sector by way of subsidized credit and tax advantages preserved a highly capital intensive land
extensive sub-sector that absorbed little labor.

4 Post independence industrial growth had come mainly from import substitution within a
hiehly protected, uncompetitive and oligopolistic industrial structure. The structure served the
economy well for a period of time, and fueled by regional trading arrangements and the rise in
rural incomes, industrial output grew at a rate of nearly 10% per year between 1964 and 1978.
But when regional trading arrangements broke down, and rural income growth faltered, industrial
growth decelerated sharply. The sector also became insular. By 1985, the share of imports in
domestic supply had fallen from its 1972 level of 44% to 19%, accompanied by a similar decline
in the share of exports in output (Table 1.1). Gross investment in manufacturing fell. The limits
to import substitution, the collapse of the regional trading arrangements and the surge of
vandalism against Asian Kenyans in the wake of the attempted coup in 1982, hastened the decline.
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And within the sector, the growing pervasiveness of the import licensing system and regulations
on business activities created enormous opportunities for rent seeking.

Tablc I I Economic Growth and International Tradc

1980-1984 1985-91 1991-93 1982-93
(lrovisional) (['rend)

GDP Growth (Annual percent) 2 1 5 0 0.3 3.9
Agriculture 2.8 3.5 -3.0
Industry 2.1 5.0 0.2 3.9
Manufacturing 3.7 5.3 1.5 4.7
Scrviccs 4.1 5.1 2.5 4.6

Extemal Trade 1991-92 1982-92
Export Growth (rcal, annual %) -2.8 3.2 0.0 3.0
GrowthofManufacturing ExporLs -5.8 12.9 10.5 8.5
(real, annual %)

Non-oil Imports/GD]P(%) 18.0 19.1 18.3 18.2
Domestic Exports/GDI' (%) 16.6 13.4 13.2 14.1
Manufacturing Imports/Domestic Supply (%) 26.8 19. 1
Manufacturing Exporls/Output (%) 22.6 13.3

Source: GOK, Central Bureau of Statistics

5. Although the government made an attempt at import liberalization in the early '80s, it was
unsuccessful. A second attempt at trade and exchange rate liberalization and export promotion
was started in 1988 and has been effective in terms of reducing protection and encouraging
manufacturing exports (Table 1.2). But it was not until 1993 that the licensing system was
completely dismantled and foreign exchange and commodity markets fully liberalized. The impact
of these reformns are only just beginning to be apparent. As Table 1. I shows, compared to a
decline during 1980-84, manufactured exports have grown at more than 10% p.a. in recent years.
After falling to a low of 5%, the ratio of manufactured exports to output increased to 7.5% in
1991. These statistics suggest that production may be shifting from supplying mainly domestic
markets to exports. But because of the small share of manufacturing in GDP and exports, 13%
and 20% respectively - there has been little impact on overall growth.

Price Incentives and Regulation of the Private Sector

6 With the progress in dismantling the import and foreign exchange licensing system, and
price and interest rate decontrol, the structure of price incentives for private sector activity is now
reasonably undistorted (Table 1.2). In agriculture, Kenya is one of the fewk countries in Africa
that has not taxed its farmers heavily at any time. There continue to be disincentives to private
activity, however, from the continued presence of a large parastatal sector, in both marketing and
production, and from the legal and regulatory framework, and from the ever-prevalent
uncertainties regarding the direction and possible reversal of government policies.

7 A legal and regulatory framework that provides clarity, certainty and productivity is
necessary to give the private sector enough confidence to enter economic activities. In addition,
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laws must be framed and enforced whereby the transaction cost of arriving at and re-negotiating
various contracts are reasonable. Although efforts have been made to improve the legal setting,
many laws regarding acquisition and subdivision of urban land, those governing entry, exit,
operational flexibility and competition policy have been either unduly burdensome or poorly
enforced. The existence of market power, extensive vertical integration and a highly concentrated
wholesale system are evidence to this. It is estimated for example that nearly 60% of sales in the
economy occur in oligopolistic markets. Many times a single parastatal accounts for all sales.
Producers are often prohibited from marketing directly to retailers, and there continues to be a
proliferation of regulations and licenses at the local level. A survey of enterprises showed that the
cost of annual licenses - including direct license fees, agent fees and bribes and transaction costs
for enterprise staff time was very high both as an absolute amount and as a proportion of sales.
Moreover, the relative cost of licenses varied inversely with the size of the enterprise with small
firms paying as much as 9.4% of their turnover.

'rablc 1.2 Key Incentive Indicators

1982 1984 1986 1988 1990 1992 1993
Effective Exchange Rates

4ominal 100 97.4 82.9 73.6 69.3 55.1
Real 100 101.9 87.1 72.5 61.8 60.9

Terms of Trade 100 109.9 103.4 88.4 71.0

BlackMarketPrerniurn(%) 11 150 2/ 47.0 24.8 28.8 16.1 31

Averagc Import Tariffs 41

Unweighted 40.0 39.6 41.3 38.8 34.0
Import Weighted 29.6 27.3 22.0 20.4

Real InLcrest Rates
Dcposits -9.5 2 4.2 -2.3 -1.7 -13.3 -32.3
Loans (Maximum) -6.0 5 7.2 2.7 3.3 2.7 -16.3

InflaLion (CPI) % 22 9 6.8 12.3 15.7 27.3 46.3
Producer Prices

Coffee (% of export pricc) 91 90
Tea (% of export price) 84 89
Maize (% of import price) 73 70

Maize (% of cxport pnrc 156 129

1 Refers to lhe difference between the official and the illegal mnarket rate up to the third quarner of 1991 after
which the G,overnment created a legal parallci market by introducing tradable foreign exchange certificates
and export proceeds retention schemes. The premium in 1992 and 1993 is the difference between the
official and the legal parallel market rate.

2- 19'7, last quarter

3/ I`irst three quarters only.

4t l hc data applv to 1984-85, 1987-88, 1988-89, 1990-91 and 1991-92
Sourec. ]MY, Economic Survey (various issues), and Mission estimates

Over-extension of the Public Sector

8 As mentioned above, the public sector had become seriously over-extended. Public sector
presence, not only in traditional public sector activities such as utilities and transport but also in
trading and distribution was pervasive, and the parastatals were a drain on public resources, and
indirectly on the banking system. Table 1.3 describes the inefficiency of the public enterprises in
relation to the rest of the economy. Between 1986-90, the parastatal sector accounted for 11% of
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GDP. The negative growth in factor productivity, high capital intensity and low rate of growth of
labor input should be noted. It was estimated that had the parastatal sector worked with the same
efficiency as the private sector, GDP growth would have been two percentage points higher. Net
inflows, i.e., profits and dividends, were either significantly negative (-0.9 to -1.1% of GDP) or
near zero. In recent years, direct and indirect subsidies have amounted to 5.5% of GDP.

Tablc 1.3 Performance Indicators of the Parastatal Scctor

Effcicncy Indicators (1986-91)
Total value added (annual %) 0.5
Valuc added in manufacturing (annual %) -0-1
Change in total factor productivity (annual %) -1.7
Growth rate of labor use/growth ratc of labor in private sector 0.6
Growth rate of capital inputs/growth ratc of capital in privatc scctor 2.1

Rclationship to Budget and Extemal Accounts (1986-91)
Nct Icnding and equity to parastatals/overall net Iending by government (%) 35.4
Profits, interest and dividend payments/tax revenue 3.7
I'arastatal external debt/public and publicly guaranteed debt (1990) (%) 17.0
Parastatal external debt scrvicing/total (1990) (%) 25.5
Net exports of parastatals/total nct exports (%) -27.9

Relationship to Banking System and Near Bank Financial Intermediarics (1986-91)
Parastatal deposits/total commcrcial bank dcposits 6.7
I'arastatal deposits/total near bank fimancial intermediarics dcposits 10.0
Parastatal crcdit/commcrcial bank credit 6.0
Parastatal credit/ncar bank financial intcrmediaries crcdit 1.3

Source: World Bank Data

9. Another aspect of the over-extension of the public sector is reflected in the composition of
the budget. The government changed in the '80s from being a net provider of investment funds to
a net user of private savings to finance its consumption expenditures. A large share of the budget
was taken up by wages and salaries, a consequence of a civil service that grew at 10% per year in
the '70s and 5% per year in the '80s. Little was therefore left to fund non-wage operational and
maintenance expenditures. Over the '80s, the proportion of the budget going to non-defense non-
wage expenditures actually declined (Table 1.4). As a result, many essential public services and
investments of particular importance to the poor such as basic health and education, agricultural
research and extension, and roads, suffered from a lack of adequate funds for supplies and
maintenance.
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Table 1.4 The Composition of Current Public Expenditures,
1981.1985,1990 C% qf GDP)

Economic Classification 1981 1985 1990
(current expenditures)
Wages and Salaries 6.0 6.1 6.0
Teachers' Salanes .2.8 3.2 3.9
Total 8.8 9.3 9.9
Non-wage Expenditures 8.5 6.7 6.3

Defense related 2. 8 2.1 2.6
Non-defense related 5.7 4.6 3.7

Interest 2.4 4.1 5.4
Domestic 1.3 2.6 3.6
Foreign 1.1 1.6 1.8

Sectoral Distribution (total expenditure)
Education 6.1 5.5 6.4
Health 2.3 1 7 1.7

Source: Statistical Abstracts, Economic Surveys (various issues), JMF, &
World Bank staff estimates

Financial Instability

10. A stable macroeconomic environment is essential for growth. In Kenya this did not exist
for much of the period under consideration. Kenya entered the decade of the '8Os with an
unsustainably high budget deficit and inflation. After a period of sharp deflation during 1980-84,
the situation worsened so that in the early '90s, these indicators were as unfavorable as in the early
'80s (Figure 1.3). At the heart of Kenya's fiscal problem is the inability to control expenditures
rather than its inability to generate revenue; at 22-23% of GDP, the revenue effort is significantly
higher than that achieved by other countries at the same income levels. The inability to control
expenditures stems partly from the rigidities in the composition of the budget as discussed earlier,
but also by the absence of clear expenditure priorities and the political will to control
expenditures. Treasury ceilings are repeatedly violated and procedures bypassed. An acceleration
of inflation, which is a regressive tax that hurts the poor the most, and a crowding out of the
private sector have been the serious consequences. In addition, the need for financing of large
deficits through domestic borrowing has meant a tripling of the domestic interest burden (Table
1.4), further crowding out expenditures on essential services.

Figure 1.3: Kenya's Fiscal Accounts
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Impact on the Poor

11. What did the lack of growth and the fall in wages mean for the poor? We present below
estimates on the incidence of poverty for two years, 1981-82 and 1992 (Table 1. 5) The first two
rows give the incidence and depth of food poverty, i.e., the proportion of the population whose
total expenditures were so low that they could not consume 2250 calories per adult equivalent,
and the extent of the shortfall. The next two rows give the incidence and depth of poverty with
the poverty line defined to include some essential non-food expenditures as well. The fifth and
sixth rows give the same indicators for an arbitrary cut-off point, i.e., the poverty line is simply
drawn at 1/3 of mean expenditures.

12. It is useful here to clarify some of the terminology used. Of central importance is the
concept of the Absolute Poverty Line, which is the minimum level of expenditure deemed
necessary to satisfy a person's food requirement plus the consumption of a few non-food
necessities. In the analysis done for this report, the poverty line was derived from the budget
survey in 1981-82 and was estimated to be Ksh. 106 per month per adult equivalent unit or a.e.u.
(i.e., per capita adjusted for the age composition of the population) in rural areas. In 1992,
because of inflation, the poverty line stood at Ksh. 485 per a.e.u. For urban areas, the poverty
line was derived only for 1992, at Ksh. 1010. The difference between the rural and urban poverty
line is almost entirely due to higher prices and a higher share of non-food expenditures in the
urban areas. The Food Poverty Line is the minimum expenditure necessary for satisfying food
needs only. This was estimated to be Ksh. 88 per month per a.e.u. in 1981-1982 and Ksh. 405 in
1992 or rural areas. An arbitrary lower poverty line - Ksh. 57 per month in 1981-82 - was also
set at 1/3 of mean expenditure (Ksh. 171 per month), and Ksh. 298 in 1992.

13 The phrase "Depth of Poverty" is the difference between the poverty line and the average
consumption expenditure of the poor, expressed as a percentage of the poverty line. The measure
indicates how far below the poverty line the average poor person is. The "Gini Co-efficient" is a
summary measure of inequality in the distribution of expenditure, the higher the co-efficient, the
greater the inequality.

14 Overall, per capita real consumption expenditure in rural areas increased at 1.3% p.a., i.e.
from Ksh 17] per month per adult equivalent unit (a.e.u.) to Ksh. 195. But the proportion of thc
population under the absolute poverty line did not change much and the distribution of
expenditures worsened, the gini co-efficient increased from 0 40 to 0 49 These findings
indicate that while per capita consumption expenditure increased modestl) in rural Kenya
during the '80s, this was not shared by all groups in the population. A look at the indicators
for the relative poverty line confirms this result. With the poverty line set lower, i.e at 1/3 of
mean expenditures, it is seen that the incidence of poverty doubled from 1 1% to 20% of the rural
population And the depth of poverty increased, i.e., the poor in 1981/82 were 28% short of thc
minimum calorie requirement; in 1992, they were 37% short. Similarly, in 1981-82, on average a
poor person was 300/o shon of the minimum required expenditures - this shortfall had increased to
40% in 1992 We see in 1992, therefore, more poor people in rural areas, considerable
worsening of the distribution of consumption, and an increase in the depth of poverty. In
urban areas, about 30% of the population was poor in 1992.
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Table 1.5 Kenva: Indicators of Income Povertv

Rural Urban
1981/1982 1992 1992

Food Poverty (2250 calones)
Percentage of Population Poor 34.5 37 4 n.a
Depth of Pover-t 28.0 37.0 n.a

Absolute Povertv Linc
IPercentage of Population Poor 47.9 46 4 29.3
Dcpth ofPoverty 30.0 40.0 30 7

Rclativc Povcrty Line (1/3 of mean)
Percentage of Population Poor 11.4 20.0 24.8
Depth of Povertv 21.0 39.0 36.0

Mcan Expcnditurc 171.0 195.0 563.0
Ksh. per a.e.uImonth (1981-1982 prices)

Gini Co-efficient of Expenditures .40 .49 .45

Source GOK, John Mukui, Kenya Poverty Profiles 1982-92, March 1994

15. There is need for some caution in interpreting the results of the comparison of the two
surveys, however. First, the. two surveys used different methodologies, while the 1981-82
expenditure survey employed several visits round the year, the Welfare Monitoring Survey
(WMS) of 1992 was a quick one, done in a single visit during November-December 1992. The
latter kind of survey is of relatively recent design and it is not yet clear that it produces data of the

same quality as the traditional one. Second, 1992 was a drought year with high inflation, and it is
certainly possible that more people were consuming less than normal. Third, about 30% of the
sample of 12,000 households selected for WMS '92 was unavailable for analysis because of
incomplete data, missing key variables or because of outliers. The reduced sample of about 8000
households was closely scrutinized for systematic bias and the aggregate results compared to
other sources of data (Annex 1). They appeared to be reasonably consistent and the remaining
sample size quite large. Nevertheless, the loss of data on such a large number of households does
raise concern regarding the reliability of the comparison.

16 These concems are however alleviated by other evidence that suggest that there could not
have been any significant improvement in poverty incidence. The lack of sustained income
growth, fall in real wages and increase in urban unemployment have been referred to earlier.
Elsewhere, data on the declining size of landholdings, stagnant yields and stagnant child

malnutrition and mortality will be presented. And, given directly below, are the results from the

Participatory Poverty Assessment, which confirm the results of the WMS '92 for several poor

districts

The Participatorv Poverty Assessment

17 There are many ways of measuring poverty. The most common and accepted is through

establishing a poverty line as explained above. A second way is to understand people's own



10

perceptions of how many people are poor and what their characteristics are. This was done
through the "Participatory Approach", i.e., by conducting social mapping and wealth
ranking exercises, interviews and focus group discussions and using other tools of
participatory observation. The results of such an exercise done in six poor districts of rural
Kenya in the first half of 1994 are presented in Box 1. 1. The districts selected were mainly in the
agriculturally well-endowed areas - Bomet, Busia, Kisumu and Nyamira. Kitui and Kwale are
semi-arid, while Mandera is in the arid areas. The results confirm the presence of high levels of
poverty in the districts studied and show close approximation to the results obtained through the
poverty line approach. Many people felt that poverty had worsened. In Kitui people said,

"Ten years ago we were rich, you could see it in the local markets... today there is nothing
to sell, there are no markets any more".

In Bomet, the poor said,
"Fifteen years ago we had animals, grainary and land. Today the animals are gone, the
grainaries are empty, the land is subdivided and our clothes are in tatters."



Box 1.1

Comparing the Absolutc Poverty Line with Peoplc's Own Defimitions of Poverty
Through Mapping and Wealth Ranking

The sampling framework for the Participatory Poverty Assessment (PPA) was based on the national cluster
sampling used for the WMS. For the PPA, the Central Bureau of Statistics (CBS) assisted in the random selection of five
clusters, which often coincided with village boundaries, from five of the poorest districts. This svstematic procedure was
followed for five districts but not for Mandera and Kisumu which were added to the study at a later stage.

The method for establishing levels of poverty in the PPA village involved a four step process carried out in large
groups usually under a tree. The process was public and transparent. The first stagc was developing a map of the village
on the ground with sticks and stones marking the key features of the village and households. The second phase was a
discussion around what are the characteristics of people who are very poor, poor, average and rich. This generated much
heated discussion. Once consensus was reached people were asked to categorize each household in the communitv as rich,
average, poor or very poor. This process is commonly known as wealth ranking. The last step involved marking the
female-headed households in the village. The process often took several hours, created great excitement and involvement.
The maps were copied on two posters and small sheets of paper and make a useful poverty monitoring tool.

The comparison of the results from the conventional absolute poverty profile approach and the participatory
mapping and wealth ranking approach are reported in the table below. It is important to note that for three of the five
distncts in which the cluster sampling approach was followed closely, the results from the two approaches are almost
identical. The two districts where the PPA method gives much higher levels of poverty are from semi-arid districts, Kitui
and Kwale, both severely affected by drought in the last two years. The WMS did not include the arid areas, like Mandera
in the north.

District Absolute Poverty I Line Participatorv Poverty Assessment
Adult Equivalence (Social mapping, wealth ranking)

(%) (%)

Bomet 64.7 64.0
- Busia 67.6 68.0

Nvamira 54.0 54.0
Kisumu a 39.1 58.0
Kitui 58.0 76 0
Kwale 50.0 62.0
Mandera 85-90

a GOK: Kenya: Poverty Profiles, 1982-92, by John Thengusi Mukul, December 1993
aa Cluster sampling procedure not followed precisely.

Source: Kenya Participatorv Poverty Assessment, 1994.

18. Table 1.6 gives some indication of the possible causes of unequal growth in income and
consumption. The first part of the table presents income sources of the poor and non-poor.
Income data are notoriously unreliable because of under-reporting, the extent of which varies
from one survey to another and from one component to another. In addition, the 1992 Welfare
Monitoring Survey was conducted in a drought year. Nevertheless, some inferences may be
drawn. Over the '80s, the share of agricultural income in total household income declined. The
decline was sharper for the poor, 18 percentage points, compared to 4 percentage points for the
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non-poor. These differences between the poor and non-poor mean that the 2.2% p.a. trend
growth in agricultural GDP accrued more to the non-poor than to the poor. In turn, the decrease
in the share agricultural income, particularly for the poor, can be traced partly to the growing
scarcity of land in the smallholder sector. The majority of rural Kenyans, including the poor, own
some land. But, as the bottom half of Table 1.6 shows, the holding size has declined in most
provinces by about 20%, with the exception of Rift Valley where the decline has been smaller.
The proportion of households holding less than 2 acres has gone up, particularly in the Eastern,
Western and Nyanza districts. It appears therefore that over the '80s, the land constraint
became increasingly tight, which in the absence of productivity increases resulted in a fall
in the share of agricultural income. The poor have suffered in particular, and have
increased their dependence on non-farm activities and wage employment. For those poor
who have no access to wage-employment the situation has seriously deteriorated.

Table 1.6 Sourecs of Household Incomc & Landholding Charactcristics in
Rural Arcas

Avcragc Poor Non-Poor
Sources of 1981182 1992 1981t82 1992 1981/82 1992

Household Income

Farrm Enterpriscs 58 50 63 45 56 52
Non-farm 10 20 10 25 11 19
Enterprises
Wages/Salaries 23 22 17 22 25 21
Othcr (l'ransfcrs) 9 8 10 9 8 8
'I'otal 100 100 100 100 100 100

I'ablc 1.6 Landholding Characteristics in Rural Areas
Average Size of % of Households with
Holding (acres) klss than 2 acres

Provinces 1982 1992 1982 1992

Coast 5.2 3.8 10.3 9 8
1'astem 6.9 5.4 8.9 22.3
Central 3.0 2.2 41.0 41.5
IR. Valley 4.9 4.7 15.4 20.1
Nvanza 4.9 -3.5 7.1 19.1
Westcm 4 7 4.1 20.2 30.9
All 4.9 4.0 17.7 25.1

Sources 13udgct Survcy 1981/19X2 and WMS '92 as in GCOK, John
Mukui, Kcnva lPovcrtv Plrofiles, March 1994

19. Table 1.7 presents indicators of non-land assets, ownership and access to infrastructure.
These indicators are less susceptible to the kind of biases that may characterize measurement of
income, i.e., under-reporting and the choice of (bad) agricultural years. Overall, there has been
progress over the '8Os. The ownership of bicycles and cars has increased, a larger share of the
rural population has cement/wood walls and iron-sheet roofs instead of mud walls and thatched
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roofs. Equally importantly, the percentage of the rural population with access to piped water has
increased eight-fold, and a much higher proportion of the population has access to water within a
kilometer. These are all signs of significant progress. At the same time, ownership of directlv
productive assets, i.e., cattle, sheep and goats has not increased. And, as the disaggrezated data
for 1992 (last two columns) shows, there is significant inequalitv in ownership of every kind of
asset, and in housing improvements and water amenities. Again, the picture is one of
improvement, but not for the poor.

Table 1.7 Ownership of Non-Land Assets

1981-82 1992 1992 1992
E

Average Average Poor I/ Non-poor /

Cattle per household 3. 7 3.4 3.0 3.8
Sheep & Goats per household 4.3 3.6 2.8 4.2
Bicycles per '000 households 1 22.4 205.7 66 4 138.7
Cars per 'OOO households 4.8 14.8 1 4 13.6
Radios na 489.5 152.5 337.5
Mud Walls (% of households) 79.9 74.6 35.1 39.2
Cement/Walls (% of households) 1.7 10.8 2.0 8.8
Iron Sheet Roofs (% of households) 27.3 55.4 17.4 37.7
Grass/Thatched Roofs(%/o of households) 68.4 40.9 22.1 18.7
Access to Piped Water (% of households) 2.4 16.4 4.5 12.0
Distance to Water < 1 km (%/o of households) 57.3 82.0 33.6 47.5
Source: HBS '81/82 and WMS '92

I/ The poor/non-poor breakdown of ownership of assets other than cattle and sheep and goats is based on
responses to a Yes/No question in the WMS '92. Thus, of the total of 206 bicycles owned by every 1000
households, 66 were owned by poor households and 139 bv the non-poor households

DIEVELOPMENTS IN THE SOCIAL SECTORS

20. At the outset of the 1980s, Kenya had distinctly more favorable social indicators than did
most countries of Africa. Public and private investment in human capital had yielded very
favorable educational and health indicators. A life expectancy of 55-59 years, an infant mortality
rate of 77 per 1000 live births, and nearly universal primary school enrollment characterized the
country in the early '80s arnd early '90s. Table 1.8 provides data for some critical social indicators
for the eighties. It is impressive that many indicators continued to show progress despite poor
income growth. Primary school enrollment remained high and at the secondary level, there was
an increase in enrollment as might be expected in a country that already has near-universal
primary school enrollment. Mortality rates for children and life expectancy improved further.
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Table 1.8 Social Indicators

Early '80s Late '8Os/EarIN '90s
Gross Primary School Enrollment (%) 109 1)1!

Male 114 106 1

Female 101 1 10

Gross Secondary School Enrollment (%) 19 9 1/

Male 23 1/
Female 15 7 1/

Infant Mortality 77 67 2/

Under 5 Mortalitv 150 96 j2!

Life Expectancv
Male 55 57
Female 59 61

Child Nutrition (% of population)
Stunting 36 3 2/
Wasting 5 3/ 7 2/

1 Welfarc Monitoring Survcs '92 2/ Demographic ilIcalth Survey

3/ Child Nutrition Survev'82
Notc: All othcr data from World Bank, World Development Report, various issues.

21. But not all indicators showed significant improvement. A very important indicator of a
society's well-being is the rate of child undernutrition. This measure combines the effect of food
intake and of success at controlling diseases, on a most vulnerable group, i.e., children 1-5 years
of age. The two most commonly used measures are wasting, i.e., the percentage of children
whose weight for height measure is two standard deviations below the norm and stunting, i.e., the
percentage of children whose height for age is two standard deviations below the norm. The first
indicates the extent of severe malnutrition, i.e., children unable to maintain weight. The latter
captures the effects of chronic malnutrition, either because of poor calorie intake or mal-
absorption due to disease. In 1982, it was estimated that 36% of Kenya's children aged 1-5 were
stunted while wasting was 5% (Table 1.8). By 1993 there was only marginal improvement in the
ratio of stunting, while the incidence of wasting increased. In fact these end period data hide a
deteriorating trend in recent years. Comparative figures from the Child Nutrition Survey of 1987
show that both indicators improved during 1982-87, to 32%, and 4.5 respectively - before
deteriorating rapidly. Similarly, retrospective data from the Demographic Health Survey of 1993
show that although infant and under 5 mortality rates showed improvement over the eighties, the
improvement was stalled in the latter '80s and early '90s. Further, a particularly difficult challenge
is being posed by the spread of AIDS (Box 1.2).
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Box 1.2
The Impact of AIDS

There were 41,175 cases of AIDS reported to the Ministrv of Health through November 1993, but the actual
number probablN numbers well over 100,000. It is estimated that one out of evern 18 adults is infected with the I-IV virus,
i.e a prevalence rate of 5.6%. Data from sentinel surveillance sites show that in several places - Kitale, Busia, Kisumu -
the proportion of pregnant women who are HIV positive is between 20-30%. Overall, 750,000 to I million Kenvans, and
30,000 children under five, are estimated to be infected. The prevalence is higher in urban areas, - 10-11% - compared to
rural areas - 4-5%- , but the numbers are larger in the rural areas

There are several immediate and long-term impacts of AIDS. The peak ages for AIDS cases is 25-29 for women
and 30-36 for men, i.e. the most economically productive age, and generally, the age group with families of small children
to support. The illness causes severe deprivation and economic hardship for the surviving dependents, particularly small
children who mav be left as orphans. It is estimated that about 12,000 AlDS-related orphans exist in Kenya today.
Although traditional family and community support systems are strong in Kenya, the stigna and fear attached to AIDS
related deaths reduces such support to the survivors.

In terms of impact on health indicators, the following figures tell the story:
- If present trends continue, HIV prevalence is likely to increase to 9% by the end of this decade.
- The annual number of deaths among adults aged 1549 will be 220,000 a year by 2005, i.e., more

than double that without AIDS assuming a gradual decline in the death rates from other sources
- The number of AIDS orphans would increase to 600,000 by 2000 and almost I million by 2005.
- The infant mortality rate which could normally be expected to decline to 45-50 by 2005, could stall

at 55-60.
- The child mortalitv rate which could normally be expected to decline to around 70 bv 2005 is likely

to remain constant at present levels or rise slightly

Source GOK, NCPD: AIDS in Kenva, 1993

Income and Locational Differences

22. Table 1.9 describes the income, gender and locational differences in some of the social
sector indicators. While primary school enrollment rates do not show a gender bias in favor of
bovs, fewer females complete primary school. There is evidence as well that when families are
forced to make a choice, female children tend to be held back from school (Chapter 4). Females
also tend to be enrolled in the former "Harambee" schools, which provide a lower quality of
education compared to Government "maintained" schools. The most striking feature is the
difference in terms of income groups -80% of children in the top decile are enrolled, while only
62% of the children in the bottom decile are enrolled. The income related differentials are worse
in secondary education; in addition, there is a pronounced urban bias. Secondary school
enrollment is therefore limited to mainly the urban elite.

23 The rates of stunting and wasting, and the infant and child mortality rates are all
significantly higher in the rural areas. They are also higher for children with less educated
mothers, completion of secondary education makes a dramatic difference, not only for these
indicators but also for immunization, and importantly, for the mothers' own health as indicated by
the Body Mass Index (BMI). The low enrollment of poor females in rural areas at the primary
and secondary level is thus particularly unfortunate. To the extent that mothers' education and
household income are correlated, these differences are reflective of poverty status as well.
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Tablc 1.9.] Education, Povertv and Gender

Primary School Net Primary School Completion Secondary School Net
Enrollment Enrollment

Male Female Male Female Male Female

Urban 69 74 70.6/75.3 I' 62 /64 21 21

Rural 73 73 11 10
Total 73 74 71.5 62.4 12 11
By Expcnditure
Groups

Bottom 10% 62 63 3.3 0.7
lop 10% 80 77 22.5 18.2

Table 1.9.2 Child Health, Poverty and Gender

Full Mother's BMI Infant Under 5
Stunting Wasting Immunization Index < 18.5 Mortality Mortality

tJrban 21.5 5.2 81 n.a. 45.5 75 4
Rural 34.2 6.0 78 n.a. 64.9 95.6

Male 35.5 6.4 78 n.a. 66.6 97.1
Fcmale 30.0 5.4 79 n.a. 58.6 89.3

J3v l ducation of Mother
No Education 36.7 9.3 63 17 66.3 99.8
I rimary Incompletc 39 7 6.1 74 11 80 1 120.6
Primary Comrplctc 32.0 5.2 84 7 57.3 78.8
Secondarv + 21.3 3.9 89 7 34.8 53.7

I Nairobi/Mombasa
Sourcc Ccnsus '89, DIlIS '93, WMS '92

Social Sector Expenditures

24 Although the share of educational expenditures was protected during the '80s (Table 1.4),
health expenditures were not. In per capita terms, real expenditures showed a stagnation or a
declining trend for most services, except for secondary schooling (Figure 1 .4), where per student
secondary school expenditure was 10% higher in 1992 compared to 1982. Overall, in 1992, real
health expenditure was only 86% of the level in 1982, and in per capita terms, substantially lower
since the population increased by 40% during this period
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Figure 1.4
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25. Private spending on education on education has traditionally been high in Kenya In 1992
for example, parents bore 1/3 of the total cost of primary education and 2/3 of the cost of
secondary education. These shares are high by most developing country standards. There were
significant inequalities in private spending, as may be expected. Poor families could only spend
less than half as much on a primary school student as the non-poor, vet expended I 0% of their
non-food expenditures compared to 4% for the non-poor. Per capita health expenditure of the
poor was 1/3 that of the non-poor.

CHARACTERISTICS OF THE POOR

Spatial Distribution

26. Kenya's land resources are limited. Only 40% of the land is arable and only 20% is of high
and medium potential. The incidence of poverty is fairly even across the more populous areas
which are also the areas of high and medium agricultural potential. This is not a surprising
phenomenon: decades of land settlement and population growth were supported by the rich soils
and good rainfall in these areas. But clearly, the pressure of population on land is taking its toll.
Table 1.10 gives the distribution of the incidence of poverty in Kenya in 1992, excluding the 7
districts of the arid north and northeast which were not surveyed (Turkhana, Samburu, Marasabit,
Isioilo, Mandera, Wajir, and Garissa, which together contain one million people). Sixteen districts
which contributed about 4% each or more to national poverty are listed according to the main
agro-climatic characteristics of the district.

27. It can be seen that a number of districts which contain good land and have abundant
rainfall also contain a high proportion of the poor of the country. A quarter of the poor are found
in districts which contain mainly high agricultural potential with humid conditions. If one adds
districts which have both high and medium potential land, then more than 2/3 of the poor are
accounted for.
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Table 1.10 Spatial Distribution of Povertv and Child Malnutrition
Incidence of Contribution to Share of Stunted

Districts Povertv (%) National Poverty Children in National
(1992) (1992) Total (I 987)

High Potential Zones
Kakamega 50.2 8. 1 7.9
Busia 68.2 4.0
Nakuru 4.0 7.8
Nandi 3.7 2.5
Kiambu 48.0 3.8 4.6

Total 59.0 23.6 26.1
High & Medium Potential Zones

Kericho 64.7 7.8 8.3
Bungama 55.0 5.4 4.3
Menu 33.0 4.9 8.6
Kisii 46.0 4.5 13.8
Muranga 37.0 3.8 6.8

Total 26.4 41.8
Medium Potential(mainlv)

Saiva 40.0 3.7 5.7
Trans NzoiaNVasiu 51.0 5.4 3.1
Gishu
Homa BaylMigora 56.0 6.7 6.5

Total 15.8 15.3
Low Potential Zones

Machakos 43.0 6.7 10.9
Kitui 58.0 4.2 5.1

Total 10.9 16.0
Sourcc WMS '92 and CNS '87

28. Only two districts containing medium to semi-arid land made a significant contribution to
national poverty. It is worth noting here that emigration from the better endowed highlands to
semi-anrd districts, such as Machakos, Kitui and Kajiado, in search of land, has been a major
phenomenon in Kenya in the last two decades or so. Without this population movement, the
incidence of poverty in the better endowed areas would have probably been higher. However,
this migration in search of land has had the effect of displacing nomadic tribes who historically
used the land and watering holes for their cattle.

29 Neither the 1982 nor the 1992 surveys covered the arid districts which cover 60% of
Kenva's land area. By all accounts, the incidence of poverty in these areas is very high. Only
about 43% of the primary school aged children are enrolled, literacy is below 20%, compared
with the Kenyan average of 58%, and infant mortality is three times the national average. The
people are predominantly nomadic pastoralists with very little contact with the main economy.
Several developments have intensified the pressure of both population and livestock on available
land The settlement of semi-arid areas has already been mentioned. Further, and despite the
lower accessibility to health services, the population appears to have grown at 3.2%, only slightly
lower than for the rest of the country in the '80s and with it, the livestock population. Tribal
conflicts have exacerbated the problem; on the one hand, range lands in key production areas are
degraded, on the other, nearly 40% of the range lands are in conflict and therefore are highly
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under-utilized. In times of drought, the situation becomes desperate (Box 1.3). Although the
total population of these districts is small - about I million people-, a high incidence of poverty
may imply that about 9% of Kenya's poor live in these areas.

Box 1.3

The Poor in thc North-East
The north of Kenya is the most impovcished and under-developed region of the country, -with very sparse infrastructure
and extremely limited serviecs. In the PaTticipatory Assessment made in the district of Mandera, nearly all participants
described themselves as poor, and a higher proportion than elsewhere classified themselves as very poor - 55% as against
37% for other districts studied. The logistical problems of providing basic services are striking and peculiar. Villages are
far removed from each other and from the district headquarters, one village studied was 300 kms away. Some have to
walk 5 davs or more to rcach a health facility. Villages become deserted during the long dr-v season when the nomads take
their livestock and move to where the grass is. This creates acute problems for schooling and health. A mobile
immunization program was initiated in 1987 by MOIH; this has been supplemented with programs by donors but lack of
roads and water make it difficult to provide satisfactorv health care.

In times of drought, the situation becomes desperatc. Thc first effect of the drought of '92 was to diminish rangeland and
concentrate livestock around the few productive and accessible water points, leading to overgrazing and substantial animal
deaths. Many moved to Somali watcr points in March/April '92, but when fighting between two major Somali factions
broke out, thousands were forced back. The Somali war has also removed the nomads' access to urban markets where they
would normally exchange livestock for grain and other commodities. Prices of cattlc fell from around Ksh 900 for a bull in
March 1991 to less than Ksh 50 in March '92 in somc locations. The impact of depletion of livestock is devastating - one
nomadic group that survcycd showed malnourishment levels of 89%. Drving of wells has caused a rapid increase in
sickness and death. Many flcd to camps to benefit from free food and water - thesc camps in 1992 housed over 360,000
peoplc or nearly 40% of the population of arid areas, in overcrowded conditions. Child malnutrition reached 80% in
spontaneous settlemcnts outside urban areas, wherc the under 5 mortality was estimated at one child per dav per 1000
pcoplc.

Source: GOK and UNICE, Children and Women in Kenya PPA, '94

30. In the third column of Table 1.10 is given the spatial distribution of stunted children in
1987. There is a fairly close overlap between the incidence of income poverty and child
malnutrition. The 13 districts of the high and medium potential areas containing nearly 2/3 of
Kenva's poor also contain 85% of the total number of malnourished children. Adding Machakos
and Kitui increases this to nearly 100%. The arid districts probablv contain a far greater share of
undernourished children than indicated by the population share, but this is not possible to
document.
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Poverty and Socio-Economic Groups

Table 1. 11 Household (HH) Poverty and Socio-Economic Groups, 1992
Sources of Income (O%/)

Socio-Economic Groups HHs Incidence Sale of Own Sales of Wages Self-
(3/oof of Povertv Cash Consumption Food & Employment
total) (% of HHs) Crops Food/Livestock Livestock

Cash Crop Farmers 4.6 36 62.5 13.3 12. 4 3.6 3.0
Food Crop Farmers 24.2 46 3.2 15.8 68.6 3.1 4.5
Subsistence Farmers 17.7 47 1.1 81.0 8.8 2.0 3.3
Pastoralists 2.0 42 - 6.8 52.1 8.4 23.2
Public SectorEmployee 8.4 - 16 1.4 4.7 8.9 69.5 10.5
Private Sector Employee 4.6 31 1.5 4.4 6.9 54.6 28 7
Informal Sector 24.4 41 2.2 5.1 8.0 23.8 56.5
Sourcc: WMS'92

31. Table 1.1 1 presents the incidence of poverty according to seven economic groups, based
on a combination of the major source of income and the employment sector of the head of the
household. It can be seen that the richest households in rural areas are those whose heads work in
the formal public and private sector. These households account for only 13% of all households.
Another small group that does reasonably well is the group of cash crop farmers. The rest of the
groups have an incidence of poverty close to or slightly above the average. Food crop farmers
and subsistence farmers have similar rates of poverty; the only difference is in the share of sales in
production.

32 At a more individual level, people's perception of the characteristics of poverty are given
in Box 1.4 based on the results of the Participatory Poverty Assessment.
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Box 1.4
Characteristics of Poverty

People had no problems describing in graphic detail the characteristics of the poor and in msking distinctions
between the very poor and poor.

A rich person was described as someone who: is well-dressed, clean, owns a large farm, has large herds of animals,
can send his/her children to high cost schools, can afford hospital bills and has expensive household utensils and goods, cars,
televisions, etc.

An average person is someone with about 10 acres of land, a good semi-permanent house, whose children go to
school, can meet hospital bills, buy clothes from the shops, is clcan and is employed by the private or public sector.

A poor person has very small land, does not have enough food, has two meals a day, is a bit unclean, does contracts or
odd jobs, has a large family and has difficulty paying hospital bills and school fees. They are silent eaters of their own wealth.

The very poor have inadequate food and shelter, - no land, no livestock and tattered clothing. They may abandon
their childrcn, often beg, arc destitute, and may steal. They may go for days with one meal a day and sometimes just starve.
Sometimes 'they move like dogs from place to place", (a practice known as "kununa" in Kikamba, when the poor go to
different homes which have food and tell long stories while waiting for food to be served).

In general, descriptions of the poor, as given by village people were as follows-
Positivc characteristics - Thc poor are very hardworking, especially the women, to cope with having nothing and to

just survive; they arc very religious, they necd God and pray a lot; they arc caring, help each other with materials and moral
support; arc honest, cannot afford to be dishonest; are receptive to new fanning ideas to survive; they think a lot, and just worry
a lot about how to makc ends meet; havc pridc, "we may be poor in material things but wc are rich in the eyes of God".

Negative charactcristics - The poor arc lazy, idle, beggars, a burden, criminals; drunkards and alcoholics, they drink
a lot to forgct their problems, they are poor planners, make poor usc of land; their children are malnourished; they beat their
wives and engagc in prostitution; they have no power to changc anything. The poor were viewed as a burden to the community.

Childrcn's perccptions werc often the same as adults with more detail. "The poor live under the trees and have
Icaking houses and stand or move all night to cscape the rain' (sixth grade). But the children also turned out to be the harshest
iudges of the poor (even more than district level serviec providers), terrified as they see themselves close to the edge, unlikely
to escape povcrty, directly affccted by poverty and by the foibles of the their poor parents. In Nyamera, Kiongongi village, the
school childrcn described the poor as follows: "the poor arc lazy, steal food from barns, steal cows and goats, lack respect, use
bad words, arc drunkards, stupid, they usc moncy badly, buy silly things, have largc families and are those who beat their
wives`

lDespite being in poverty or close to poverty, for the moment the school children also hang on to their creams; their
dream of becoming profcssionals, doctors, nurses, engineers, pilots, teachers and prcsidents; cven as they acknowledge that the
chances of their going on to secondary school are low.

Why Does Somcone Become Poor?
I?c follow%ing reasons for poverty were given by community groups in Ndctani
I. Unreliable rainfall leads to crop failure.
2. Being v.idowed leaves a women with a heavy burden.
3 Many children, because they use up all the resources.
4. Not belonging to a group because one is too poor, jut makes you poorer, because as an individual

you can never do w%bat the group can do.
S Giving birth in old age, when one is too tired to work
6 Ieople arc poor because of landlessness.
7. People cannot find jobs.
S. I'eople are poor because the government does not provide agricultural tools.
9. I'eople arc poor because their producc, mai7e, beans, green grams is bought at very low pnces,

while the prices of things they buy is hikcd.
10. I'eople are poor because they have neither spouses nor childrcn

Sourcc: Kenya PPA, 94



Poverty, Women and Female-Headed Households

33. Overall, about one third of rural households are headed by women. The Participa..
Assessment showed that in many villages sixty percent of these, i.e., 1/> of all houselholds h2-.
male support. The Participatory Poverty Assessment specificallv addressed the issue of pove-
these female-headed households. In the PPA study, female-headed households were defini-
ones in which there was no adult man living with the woman or supporting her from else,
Communities found it easy to grasp this definition. At the end of the social mappinsz and xs
ranking exercises which were conducted in public in 35 villages, people were asked to mar!
the female-headed households on the map. Table 1.12 highlights a clear pattern. Overall. .- .

25% of the study population was categorized as very poor, there were twice as many fen,.."
headed households (44%) as male-headed households (21%) in this group. Overall, while 50% !
the male-headed households was categorized poor or very poor, this wvas true for 80°o c'

female-headed households. The pattern of greater poverty among female-headed household -
true for every district and for all 35 villages. In Kitui and Busia, over 9.5%O of the female-hei w
households were classified as poor or very poor.

Table 1.12 Male- and Female- Head Households by Poverty Ranking
Entire Sample Male Head Female Head Total

Very Poor 594 20.8% 293 44.1% 887 25.2%/
Poor 1083 37.9% 235 35.4% 1318 37.4%
Medium 899 31.4% 118 17.8% 1017 28 9%,o
Rich 283 9.9% 18 2.7% 301 8 5°4
Total 2859 100% 663 100% 3523 1 00%1

Sourcc. Kenya PPA Study, 1994

34. The causes of higher poverty among the female-headed households are several, V.
ownership and access to land appears to be a critical factor. The issue of ownership and acceS>-
land by women is an extremely complex one in Kenya, as several systems of personal law app-
the Islamic, Hindu, Civil and Statutory, and African Customary, and there is constant interpla,
customary and civil law. Although women can and do legally inherit land, African cu.--
supports essentially a patrilinear mode of inheritance. Sixty percent of people asked in 
Participatory Assessment about how they would sub-divide land said that they would give all
land to their sons, and another 8% said they would give more land to their sons Ho.-
women enjoy extensive usufructuary rights on land allocated to them at marriage. and vfi
inherit traditional rights as well.

35 Land scarcity, and some scholars believe, the process of land registration which co-
ownership to males and the increasing commercialization of agriculture, have all threatened
customary right. This loss of usufructuary rights does not necessarily result in a reductior. in
immediate welfare of women, the increase in income that results from commercialization
example, usually improves the welfare of the whole household, as do remittances from mic
male members of the household. But it is likely that married women lose the "security" aspe7
usufructuary rights. Traditionally, a widow has the right to remain on her husband's land anc"
hold his inheritable property, including livestock and land in trust for her sons. If the sons h
already branched out and have their own households, they directly inherit the land, but cur .-

dictates that the mother live with one of them, usually, the youngest. But studies have showvn
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the widow's security is often threatened by the husband's relatives when a child, and particularly a
son, has not been born of the marriage.

36. The picture changes dramatically if a women is divorced or separated. In Box 1.5, are
presented the results of a gender analysis conducted by the Participatory Poverty Assessment,
using visual tools. The gender analysis visual tool consisted of three large pictures, of a man, a
woman and a couple. These were laid on the ground. Smaller picture cards (15) were then put
on the ground and people were asked first to sort out the cards and line them up under the person
who owns the assets. Once this task was completed, people were asked to indicate which assets
the woman can use even though she may not own them; what happens to the assets in case of
death of the husband, and if there is a separation or divorce.

37. The pattern that emerged was very consistent. One example is presented in Box 1.5.
Most assets are jointly owned while a couple remains married and the husband is alive. With
divorce, most assets move to the man's column; the same is true if the man dies, although the
woman may retain more assets depending on the kindness of the parents-in-law. More likely than
not, with some time lag, assets move out of the wife's column and into the man's column and thus
revert to his family.
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Box 1.5

Womcn's Ownership and Loss of Asscts in Divorcc and Widowhood, Kisumu

DTe visual Gender Analysis was done at least thrice in each village with separate groups of men, women and
youth. This example from Kisurnu is typical. While married with the husband alive, women had access to every item
illustrated on the cards except the fly-whisk. According to the women, men owned items such as funiture, livestock,
donkeys, agricultural implements, house, fly-whisk, shamba, clearing land and ox-cart. The men however laid claimed to
ownership to fewer items listing only the fly whisk and various livestock as being owned exclusively by them; personal
ornaments were owned exclusively by women while the rest belong to both.

In the table reported however, one can see the dramatic change which occurs when thc couple is divorced or
separated. Here the true ownership of items becomes apparent. Those items which were "jointly owned" under normal
circumstances suddenly become the sole property of the husband. Execpt for the house (local culture dictates tnat a house
belongs to the woman), ornaments, and the child-care, the woman is left with nothing In addition, the babies go back to
the father when they are no longer dependent on the mother's care for surviVal. The women state that if they own livestock
they can take them should a divorce occur. However, neither men nor youth mentioned this exception

When a husband dies, everything but the fly-whisk officially belong to the woman. However, there are once
again a number of qualifiers to this ownersh.ip. The household furniture and radio belong to the widow only as long as she
remains in the home of the man, otherwise they revert to the husband's family. The livestock belong to the woman, but she
cannot sell them without consulting her deceased husband's parents.

Women's Assets in Marriage and Divorce
In Marriage On Divorce/Separation

lIcms M W M W
1111 IFurniturc/radio X X
Animals X X

(oxen, shcep, donkey, etc.) X
Farm implements/tools (hoe, etc.) X X
Kitchen utensils X X
lood sLuffs X X
Ornaments X X
Ilv-whisk X X
1 3abx X X

Child care (e.g. bathing) X X
'.and X X
I louse X X

Ke\ M=Man, W=Woman, B=Both

Similar trends were seen throughout the other districts as well. In Chewerta village in 13omet, for examplc
v kmcn havc "access" to all household items except bicycles and weapons. Women and men, however, perceivc ownership
in siiLhtl1 differcnt ways Women said that "men own everything including them (women)" and their labor. Men argued
thai ihc% shared the work in the fields and thus it (the work) was owned by both. However, once again, in divorcc or
scparaiion the woman loses all except her personal omaments. In divorce the older childrcn will remain with the man
v,hiic the baby goes with the woman to return later.

>sourcc Kcnya I'A. '94

38 W'hile single, divorced and widowed females face particular problems, women in general
bear a heavier burden of work, as in most developing countries. Particularly in rural areas, they
contribute a major share of family income by working in the fields, and to a lesser extent, in non-
farm income-earning activities (Table 1.13). In addition, they are responsible for child-reanrng and



: :D;t household chores, including fetching water and fuelwood. In particular age groups, for
.uiiple in the age group 25-44, firewood and water gathering takes over 10 hours a week.

. .! ether with time spent on household chores, an average Kenyan woman's day is two hours
,ntŽer than for a man. The longer day usually cuts into rest, as studies in other countries have

- .-,own.

'Iable I 1 3 Participation and Time Allocation: Rural Areas

Participation Rates Hours per Week
Male [cmalc Male lFemale

CropAclivilics 51.2 61.0 7.7 9.8
Livestock Activitics 43.3 32. 2 6.5 3.5
Marketiing 15.1 30.5 0.9 1.9
Firewood Gathering 10.4 62.9 0.5 . 3.9
Water Fetching 14.8 63.9 0.7 4.7

Laboron Other 4.0 4.4 0.4 0.4
F arms
Work as lmployce 13.2 4.2 5.6 1.4
Non-Farm B3usincss 7.5 5.0 2.3 1.1
Domestic Chores 1.8 14.1
I'otal 26.4 40.8

Sourcc: R?ural Labor Force Survey, 1988-89

On the positive side, when they do have access to land, women farmers seem to use
L-JSI1i1 services as much as male farmers, as the following table shows. Indeed, statistical
a. Lrsis of the determinants of participation (i.e., receiving extension advice) showed that once

.^ factors such as education (which has a strong positive effect) and agro-climatic factors were
.;,roiled for, female farmers had a higher probability of participation. Female farmers did just as
1; as male farmers in terms of adoption of messages, as Table 1.14 shows. The exception

ever, is fertilizer use, where the adoption rate for female farmers is substantially lower, and
.mbles the behavior of small farmers in general. This implies that there is a high proportion of

.-.ah.e farmers among small farmers, and they all find fertilizer too costly and unprofitable.

i cl,C 14 Adoption of Extension Advice (% of Farmers)

Fertliu.er
Spacing Timely Improved Plant BAsHl Top

Planting Seeds Pnrtection Dressing Dressing
Catcgor\ ol larmers

Small 6S 73 70 9 50 21
NMcdlum 74 79 77 1'- 7' 29

I.arge 71 79 X(9 1() 71 1 1

IalV 75 78 75 ll 75 25
lrcmale 65 73 73 1 1 44 IX

Source liindlish and Fvenson, 1993
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Urban Poverty

40. About a third of the population in urban areas was estimated to be poor. Table 1.15 gives
the employment and education characteristics of households in the poor districts of Nairobi.
These areas are estimated to contain about a quarter of Nairobi's population and probably all the
poor. The areas are arranged in ascending order of the income of the head of household.
Although not clear-cut, several differences are evident, even within these poor areas. The poorest
have a high proportion - 20% - quoting casual employment as the main occupation, while this
proportion is low at higher incomes. The reverse is true of permanent employment. The welfare
monitoring survey also shows that poverty is highest in households whose heads work in the
informal sector. There is no patterm in the importance of self-employment in business and trading
activities, the differences probably lie in the type and size of the activity. There is a tendency as
well for a higher proportion of residents in the relatively better-off neighborhoods to have post-
primary education. Box 1.6 describes life in a Nairobi slum and highlights some of the worst
problems faced by its residents - poor sanitation and waste removal, inability or high cost of
transportation and the particular problems of female-headed households.

T abic 1 15 Employmcnt and Education in Nairobi Low-Incomc Areas

Monthly
Arca Incomc of Main Occupation (%) Education (%)

HH Head
(Ksh)

Business/ Casual Permanent Nonc Pnmary Secondary
Trading Employment Employment

Korogocho 1213 19 19 11 26 47 24
Mukuru 1357 11 17 18 12 37 27
Kibcra 1467 16 22 17 19 50 30
D)agorctti 1547 15 19 8 12 47 30
Shauri Moyo 155] 30 9 14 20 49 30
Kawangwarc 1646 17 19 1] 21 54 23
Kavolc 1946 15 10 25 15 40 38
Matharc North 1967 7 6 25 7 36 32
Kangcni 2060 20 11 39 8 35 45
Jcrusalcm 2146 13 3 43 8 35 47
Ujoma 11 2469 30 2 26 15 24 40
Avcragc 1711

Sourcc Mctropolitan l louschold Survcy, 1989, GOK and UNICEF, Socio-Economic Profiles, 1990
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Box 1.6 Life in an Urban Slum in Nairobi

According the 1989 census, there were about 50,000 people living in Mathare location, 2/3 of them mcn. Mathare Valley
is one of the oldest slums in Nairobi, in existence since 1939. It startcd as a quarry whcrc peoplc used to come and dig
stones for building houses; thc quarrics wcrc owncd by Indians and LEuropeans. Since the workcrs were not provided with
accommodation, they built somc shcltcrs. Later on workers from other areas were attracted to thc site, and in the early
seventies, land buying companies and societies invaded the valle. 'T'hey built single-roomed blocks of seven to ten rooms
for rent, many low-income workers rentcd them.

They providcd toilets and bathrooms for blocks of houses, and employed workcrs to kccp the latrines clcan. As
for the squatters, the City Council provided latrines and bathrooms. 'The valuc of land increascd however, and ncw
landlords demolished the toilets and bathrooms to replacc them with rental rooms. All residents have now to usc the City
Council toilets, which are few and far spaced. Some of them arc permanently bolted, others arc overused and their is no
regular cleaning. Garbage collection is non-cxlstent and uncollected garbage hcaps arc common toilcts for children, and at
night, for adults.

Most adults begin the day with just something to warm their stomachs - coffee or tca. Adults often do not takc
lunch if they are working outside the area, the main meal is suppcr, a relativcly simplc meal of ugali with vcctablcs and
beans, and perhaps a little fish and meat. 'Ihe lower incomc groups typically pay morc for the samc quantity or food than
those who can afford to buy in larger quantities. They buy in small quantities bccausc they can not afford to spcnd much
money at any one time or one item. Peoplc walk long distances because thcy cannot afford to pay lor public transport, and
do not own bicycles.

According to a small (non-rcpresentativc) survey donc, the proportion of single women-headed households is vcry
high. While 90% of mcn wcrc maried, less than 40% of women were. 'I hc women were predominantlv in the lower
income groups.

As the respondents in the larticipatory Assessment indicated, a number of women living in the poorcst slums
had to Ieavc their rural homes becausc of divorce, scparation or because other members of the family - the brothers and
parcnts-in-law - chased them out. 'Ihirtv-three of the 60 migrant womcn interviewed said that they had left because the
mamage brokc (10), the husband tumed violent (7), abandoned them (18), or because they werc widowed (8). Another 8
said thcy had lefl because they had children outside of marriagc. Only II said that they had migrated to join their
husbands (8) or look for business (3).

"Mv brothers chased me from home because I had two children. You know, living wherc people hatc you is
diflicult. So I decided to lcavc. I got my room in Korogocho. 'Ic death of my l)ad led mc to mv not going to school whcn
I was in the village. In the process I got my first child, who led to the second one. I wish my hithcr did not dic".

"When my hushand died, my in-laws told me to get out. So I camc to town and slept on the pavement. 'I'his laidv
who gavc me this house found me and brought me hcre. I am her maid, and I also sell the watcr for her Shc pays mc 30
shillings a day"

"I disagreed with my brothcr and was beaten for taking D)ad to the hospital I still blccd as a result ol thc injur'. I
got from the hbating". (A woman who fled home and came to Nairohi).

"'loth my parcnts used to drink, and therefore neglected the childrcn. 'I'hey could not do anything worthwhile to
assist us I got married in 1982 and divorced in 1987. Wc divorced because my husband was an alcoholic 1 Ic startcd
selling property - to get money for alcohol. We had no shamba When I stopped him Irom sclling things, he beat mc. I Lc
chased me, and I came to Korogocho".

As thesc quotes testify, the majority of women living in thc pOOrcst slums of' Nairobi, Matharc Valley and
Korogocho, havc had to leave their rural homes because of significant stress. 'hese womcn speak ol' an exrwrience similar
to many women in the slums.

Sourc l)r. Margarct Ngau A Survey of Matharc Valley, May 1994 and Kenva PPA Study, 1994



CHAPTER 2: REVITALIZING THE RURAL ECONOMY

1. Eighty percent of the population and 90% of the poor in Kenya live in the rural areas.
As described in Chapter .1, the poor are spread.over the agricultural heartland of Kenya, i.e., in the
high and medium potential areas. Agricultural income is the predominant source of income, but
wage and non-farm enterprise income have become significantly more important over the '80s.
Broad-based rural development is therefore of overwhelming importance for food security,
growth and poverty alleviation in Kenya.

2. Agriculture has a particularly important role to play. First, it provides a critical
development benefit by maintaining stability in the price of food, the major wage good. When
real prices of food fall because of increased productivity on the farm, real wages in the economy
can rise without an increase in nominal wages. This increases the competitiveness of all sectors of
the economy. Second, agriculture in itself can be a source of rapid rural income growth through
diversification, i.e., a shift to higher value crops. It was shown in Chapter 1 that export croppers
had a lower incidence of poverty. Third, agricultural growth interacts with the rest of the rural
economy to create a range of non-farm and off-farm activities in trading, transportation,
processing and marketing.

3. To make all this possible, a number of supporting investments and policies are
necessary. Some of them - investment in human resources for example, are considered elsewhere
in this report (Chapters 4 and 5). In this section, we consider those bearing more specifically on
the sector, i.e., food supply, diversification of agriculture, provision of a first class business
environment for the private sector and providing a good network of infrastructure, particularly
roads and water. The first two are critical in a country in which farm-holding sizes are declining
due to population pressure. The second factor - the removal of unnecessary public sector
interventions and regulations - not only reduces the drain on public resources but creates an
enabling environment for a wide range of activities that support and derive from agriculture. The
provision of infrastructure, while not a sufficient condition for growth, is a critical factor in
enabling people to take advantage of new opportunities and for reducing transactions costs. No
single policy or investment is likely to generate rapid rural income growth. Instead,
pushing on several fronts would enable different rural groups to prosper, and the synergy
so created would push up rural incomes overall.

4 Smallholder agriculture is now the dominant mode of production in Kenya. Over 3.5
million smallholdings of average size of 1.6 hectares account for 75% of total value of agricultural
output, and over 85% of total agricultural employment. The tremendous pressure on land, and
the speed of fragmentation of smallholdings, is shown by estimates of the number of rural
households increasing from 1.7 million in 1976, through 2.7 million in the mid-1980s, to the

present 3.5 to 4 million

I
Thc 1976 cstimate is from P. collier and D. Lall, 1986 based on IRS 1976. the later estimates arc from L.D.

Smith, 1992, bascd on the Rural Labor Survey 1988/89 and from WMS '92.
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PERFORMANCE OF THE AGRICULTURAL SECTOR

5 In the decade immediately following independence (1963-72), agricultural growth,
fueled by expansion of crop area, yield increases, and a switch to higher value crops such as
coffee and tea accelerated to 4.6 percent per annum. In the '80s and early '90s, agricultural GDP
grew at a trend rate of only 2.2% p.a. and only 0.6 per annum during 1987-93. Table 2. I gives
the rates of growth for the major agricultural commodities and for value added in agriculture
through the '80s and early '90s. It depicts the modestly positive growth of agriculture as a whole.
and in most of its constituent parts up to 1988 and the rapid decline thereafter. The reasons for
the poor performance are varied. Severe drought in 1984-85,1992 and 1993 affected the
production of maize, wheat and the other food crops. A fall in the international price of coffee
and tea characterized this period affecting incentives adversely for coffee and tea production. But
weather and international price fluctuation are inevitable exogenous influences that every country
deals with. More important in the longer term are factors such as productivity growth and the
exploitation of new opportunities for growth. In both these areas, Kenyan agriculture has fallen
short of potential, as is discussed below.

Ilablc 2. Agricultural Growth Ratcs 1980-1993 (% p a)

198047 1987-93 1988 1989 1990 1991 1992 1993
Maize 2.3 -6.3 26.8 -4.7 -13.() -13.3 6.1 -24.2
Wheat -0.7 -15.8 13.0 4.3 -221 2.6 -35.3 -38.9
Sorghum 5.6 -8.6 -24.3 -16.0 -11.2 -6.3 16.2 -1( 5
3eans 4.9 -16.5 44.8 5.8 -17.9 -10.4 13.8 -47 9

Milk 2.3 -6.7 3.5 -1.7 11.0 -O.X -43.4 13.2
Cofflc 4.0 -11.0 -9.3 -11.1 -17.3 -1.2 -11.8 na
Tea 9.2 4.0 10.4 8.8 3.6 -7.8 12.2 n.a
Memo Items
Agncultural GD11 2.5 0.6 4.4 3.9 3.4 -07 -3.3 -3 8
Agricultural 1crms of Trade (1982=100) 98.8 94.9 98.9 97.7 95.2 93.4 89.5 87.4
Avcragc Mai.ze Yields (tonsAih) 1.8 1.9 2.0 21 2.0 1 X n.a na.

Source (6OK, Statistical Abstracts, E.conomic Surveys (various issues)
Notc l-or maize, beans, sorghum and coffee, the data are for the agricultural years ending during dhe calendur y'ear givci

Maize Production, Availability and Prices

6 Maize dominates food considerations in Kenya. It supplies 40-45% of the country's total
consumption of calories and 35-40% of consumed protein. Almost three quarters of the maize is
consumed as flour made into "Ugali" or "Uji." The rest is eaten boiled in mixtures with beans and
other pulses, or as boiled or roasted green cob. Virtually all small holders plant maize in the long
rains season, and two thirds of them in the short rains season. More than 70% of thc maize is
produced by small holders and the rest by large farmers. The latter are the major suppliers of the
formal marketing system, with the grain marketing parastatal, the National Cereals and Produce
Board (NCPB), as the intermediary between large farmers and the large sifted flour millers.
Smaliholders produce for own consumption or for the informal market, and most of their output
is ground into flour in "posho" mills. These produce a coarser grade of flour with a somewhat
higher fat content than do the sifted flour millers.
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7. Figure 2.1 shows the overall per capita consumption and production of maize. The latter
shows sharp dips during the drought years and a decline overall, i.e., -0.9% per annum.
Production has not kept up with population growth. Per capita consumption was more stable as a
consequence of food imports during bad harvest years, but there was not much growth in that
either, i.e. 0.4% per annum. A critical parameter that determines food security is the price of
food, particularly for those dependent on market purchases. Even in rural areas, the poor rely on
purchases of food: between 25% and 65% interviewed in the Participatory Poverty Assessment
bought food even under normal circumstances, and only 5 % said they had enough food. Figure
2.1 shows that the index (1982=100) of the real (open market) price of maize flour (posho,
unsifted), fluctuated sharply in Nairobi during the last decade. The price index shot up during the
drought of 1984-85, declined only slowly during the next few years before another drought
increased the price dramatically in 1992 and 1993. Figure 2.1 also shows the rural retail price
index (1984=100). Unfortunately, since the series does not extend back to 1982, the beginning of
the 1984-85 drought is not captured. It is interesting to note that the real price in rural areas
started to decline two years before urban prices began to fall.

Figurc 2.1 Indexes of maize prices, consumption and
production, 1982=100
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Sour:z GOK. LEconomic Survcy, Statistical Abstracts (various issues)
Now P)roduction and Consumption refers to crop years and pnces to calendar years

8 This picture of the '80s and early '90s indicates the following. First, there has been
no perceptible growth in per capita production or consumption of maize. While it is true
that there are other calorie sources, this state of affairs was not conducive to food security.
Second, while imports have compensated for shortfalls in production in poor agricultural
years, they have not been large or timely enough to ensure price stability. Third, price
instability has been worse in urban areas, supposediv the primary beneficiaries of
government interventions in grain marketing. The main question we ask in this chapter is
what the reasons are for the poor performance of maize production in Kenya (besides drought)



32

and what the prospects are for increasing it. The effects of Government interventions are
discussed in Chapter 5 on Food Security and Nutrition.

9. The main inputs into smallholder maize production are labor, seeds and fertilizer, which
typically account for about 76%, 11% and 9% of costs of production, respectively. The main
factors leading to higher yields are better maize varieties, fertilizer, pest control, and a package of
husbandry measures including correct timing and spacing of planting and weeding. The
stagnation of yields at less than 2 tons per hectare implies that not all these factors have been in
operation at all places.

10. Most maize varieties today are based on hybrids developed in the early 1960s by the
Research Division of the Ministry of Agriculture, and refined with new releases over the years.
The development of hybrid maize was one of the greatest breakthroughs of agricultural research
in Kenya. The "600 series" varieties are longer maturing, have higher yield potential, and need
higher rainfall; they come from the research station in Kitale, and are designed for the high and
medium altitude areas. The "500 series" varieties from Embu research station are shorter duration
hybrids, designed for the medium rainfall areas of Central Province. A third main group of
varieties are open pollinated (as distinct from hybrid); they are bred at Katumani research station
for the short seasons typical of Machakos, Makueni, Mwingi, and Kitui, as well as for the Coast
Province.

I1. The average small farmer's yield may be as little as one-third of those achieved on
research stations. The main factors accounting for the difference are fertilizers and husbandry
practices, but small farmers also face entirely different risks than those on research stations.
Although this "yield gap" can be one of the main sources of productivity growth in the future, it
will not be achieved without further adaptation of the technologies to specific conditions faced by
farmers, especially the fact that perhaps 80% of small holders produce maize inter-cropped with
beans, instead of in a pure stand, such as is common on research stations. The strategies recently
formulated by the Kenya Agricultural Research Institute (KARI) for addressing these issues
correctly put a heavy emphasis on reducing losses to pests and diseases, increasing yields in
drought prone conditions, improving soil fertility, improving yield stability, and improving maize
crop husbandry. These strategies seem to be going in the right direction and need to be
implemented thoroughly and consistently.

12 There have been recurrent problems with seeds for maize, and these must be dealt with
promptly if Kenya's maize production is to be put back on a sound footing For example, during
the past year, in reaction to complaints about some farmers receiving inferior maize seeds dressed
(with copper compounds) and "passed off' in official bags of the Kenya Seed Company (KSC),
the govemment pointed the finger at the private trade, blaming stockists when the real blame may
lie with the seed production, multiplication and certification process. The upshot was that the
Ministry of Agriculture was instructed to allow only selected stockists to sell seed from the KSC.

13. This incident is symptomatic of a number of problems in this area. The ability of the
Kenya Seed Company (50% owned by the Agricultural Development Corporation, itself 100%
owned by the Government) to deliver adequate supplies of high quality seeds in al the varieties the
farmers want and in a timely fashion is seriously in question. Additionally there are other
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problems relating to poor quality control and contracts with farrmers who do the seed
multiplication and with pricing regulations. An ongoing study by the GOK has indicated a
number of actions to be taken to create a more competitive industry and marketing
environment, including: legislation to establish Plant Breeders Rights, deregulation of
pricing of seed, ensuring adequate supplies (from KARI units) of foundation and breeder
seed to private sector seed companies and the Kenya Seeds Company at cost, establishment
of seed units at all KARI research centers and improvement of plant quarantine facilities.
These recommendations should be implemented. At the same time it will be important to
avoid unnecessary and unexpected regulatorv actions of the kind described earlier if the
fledgling market is to develop into a strong and reliable one.

14. Fertilizer will be a key to progress on maize yields. The main issues at present are
updating, and making much more location-specific, the fertilizer recommendations for maize and
other food crops (this requires expanding soil testing facilities and soil research), and improving
the marketing of fertilizer so as to lower its price. Obviously, for farmers, the additional income
they can obtain from applying to their crops an additional unit of fertilizer is the first important
factor in its uptake. This is sometimes measured by the "value/cost ratio", whose magnitude
depends on the physical yield response of the crop to fertilizer, the unit cost of the fertilizer, and
the output price of the crop. It is common to use as a rule of thumb a value-cost ratio of at least
2, although some observers argue that the ratio needs to be 3 or higher. This means that the value
of additional crop obtained from the farmer needs to be at least twice the cost of the fertilizer
used, in order to persuade the farmer that it is worthwhile to apply fertilizer. The additional
income over and above cost, it is argued, is needed to overcome the farmer's risk aversion. Using
fertilizer is a risky activity, because much of it has to be applied before it rains, and if the rains fall
short, the investment in fertilizer can be lost. Furthermore the fertilizer can, in certain
circumstances, actually harm the crop if drought continues. Since the outlay for fertilizer is in
cash, this is an especially hard decision for the very small farmer, resource poor, and without
access to credit, who has rarely or never used fertilizer before.

I S There is some evidence that over a certain range of application, a farmer could expect
around 20 kg of maize from each I kg of Nitrogen applied. At prices prevailing in 1989, the
implied value-cost ratio was 2.45; this was barely adequate to persuade farmers to apply the
fertilizer. While it is likely that fertilizer prices can be brought down with resolution of problems
in the marketing chain, and establishment of a competitive private sector, the profitability of
fertilizer, as depicted by these figures, is not as clear-cut as one would like to see it In fact,
the average revenue cost ratio is estimated to be 0.8 for small farmers (See Chapter 3) when total
farm costs (and not just fertilizer) are considered. While on farm food security is an important
reason for small-holder maize production, profitability is a major factor when expensive inputs are
to be used Beyond improving marketing, the obvious area for further work is raising the
response per unit of fertilizer, which swings the spotlight back on the research and extension
systems

16 In 1990 it was estimated that to achieve an agricultural growth rate of over 4% per year,
fertilizer consumption would have to increase at a rate of around I 1% per year, close to double
the rate achieved during the period 1974-87. The ensuing three to four years have not witnessed
a fortuitous beginning to that desired expansion, but the statement is as relevant today as it was
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then. Then, as now, most of the estates and large farms use fertilizer, many at levels close to
those recommended by research results, but the outstanding problems are on small farms, only
half of whom appeared to use fertilizer at all, and more than half of whom did not follow up their
basal dressing on maize with the recommended top dressing. From these small holders is
expected to come almost 85% of the future incremental production from agriculture.

The Extension System

17. Kenya has a reasonably well-functioning extension system - the T&V system which is
broad-based and covers most crops, and the KTDA which runs a smaller and more specialized
service for small-scale tea growers. A recent evaluation study (Bindish and Evenson, 1990)
estimated very high rates of return for the T&V system. This high rate of return was based on
research results generated in the '60s. It appears that after a major successful effort immediately
after independence, the pre-T & V extension service had not effectively mined the existing
technical potential, until the T & V system brought new discipline to the system. In addition, the
Govemment is promoting unified extension services intended to equip the frontline extensions
staff with both agriculture and livestock extension skills and plans are underway to make farmers
self-reliant in the provision of animal insemination services. The private sector is also currently
providing extension services for tobacco and barley used in brewing.

18. The longer-run prospects for Kenyan agriculture and extension, however, depend critically
on the generation of improved technologies. Data collected for the evaluation study mentioned
above lead to the same conclusion as made earlier: that the profitability of fertilizers with existing
varieties is not as clear-cut as one would like to see for the small farmers. While the adoption
rates for most other messages was comparable to that obtained by large farmers, when fertilizer
use was involved, the rate was significantly lower. Farmers cited "costliness" as the major
constraint. The study also pointed to several other problems. Even though the number of
extension staff increased during the '80s, real salaries declined (as elsewhere in the public sector),
and there was a 27% decline in non-salary expenditures, including transport. Staff interviewed
cited this as a major constraint on their performance, as also the poor linkage between research
institutions and the extension service.

RAISING INCOMES IN AGRICULTURE THROUGH DIVERSIFICATION

19. In the post-independence period, the spread of cash crop cultivation, i.e., tea and coffee,
to smallholders, was a major source of income growth. Smallholders' share of coffee and tea
production increased from practically nothing in 1955 to 40% and 70% respectively in the early
'80s. The secular decline in international prices of coffee and tea and the limited area suitable for
high quality production limit prospects for future expansion. Further, the subdivision of small
farms is proceeding apace, as noted earlier. This fragmentation implies that the new farms can no
longer provide enough food for the family, and resort to the market is mandated, with the
requirements for cash this implies. In this sense, subsistence production is already breaking down
and will surely diminish further as fragmentation continues.

20. However, in many cases, the breakdown of subsistence farming is being replaced by a new
kind of "subsistence", in which almost everything is grown on every farm. It is not unusual, for
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example, to observe as many as 15-20 separate enterprises on small farmns in Kenya, where
different species of fruit trees, for example, are counted as separate enterprises. An example of
this, observed in a recent field trip in Central province, is a property of 0.7 acres (less than 0.3
ha), which was growing maize, potatoes, yams, cassava, beans, onion, kale, coffee, sugar cane
(for chewing), Napier grass for sale to dairy farmers), bananas, passion fruit, mango, tree
tomatoes, avocado, loquat, and pineapple, with chickens as an additional enterprise. Other farms
visited raised rabbits, turkeys and quail in addition to food crops, and dairy cows have become
ubiquitous. The compelling driving forces for such diversity appear to be: spreading risk by
ensuring that cash will be available for any kind of emergency that may arise.

21. It is important to recognize that while the diversity demonstrates the ability of the main
agricultural areas to grow almost anything, and may also provide some added income and
nutrition to the poor, such diversity on single farms is probably a sign of poverty rather than
wealth, of low income rather than high, of under-developed rather than mature markets, and even
of desperation rather than of dynamic exploitation of agricultural opportunities. It would be
preferable, for example, to see some small plantations of passion fruit or bananas rather than a
plant or two on every farm. Small farmers are clearly making tradeoffs between risk-spreading
and the much higher overall incomes which could come from being really good at producing a few
things - in the process they are overloading their management skills. At least on some of these
farms, greater specialization is possible.

22. The opportunities for moving to and specializing in higher-value crops are several, and
these are considered below. But it is important to note that food security, i.e. increased
productivity of food crops and competitive, reliable and well-functioning food market - are
key factors facilitating the transition to diversified but specialized agriculture. Farmers
specializing in non-food enterprises must have certain access to food. In such a situation, the
staples will not be cultivated by all farmers but will become increasingly concentrated in areas
where the growing conditions are more favorable. Many of these non-food enterprises have the
great advantage that they can absorb much more labor , and more productively, than the more
traditional cereals. A second requirement is that the support systems and services that provide
seeds, other inputs, research and extension become more sophisticated, specialized and oriented
towards high-performance agricultural production and marketing.

Horticulture

23 Growth of horticultural production and exports is an example of extremely successful
specialization in recent years. During the 1980s, the value of horticultural exports from the whole
of Sub-Saharan Africa increased by about 38%, from US$ .1 billion to US$ 1.5 billion. In the
same period in Kenya, exports of fresh fruits and vegetables more than doubled in volume terms,
and those of cut flowers almost quintupled (Table 2.2). There was substantial increase in variety
as well. By 1992, Kenya supplied 5% by value of the exports of fresh fruits and vegetables to the
EEC from Sub-Saharan Africa, 30% by value of exports of processed fruit and vegetables, and
5 4 % by value of exports of cut flowers. At least half of the trade volume of fresh produce comes
from more than 15,000 small farms, the estimated number of suppliers in the mid-1980s. The
horticultural enterprise also included 10,500 hectares of pineapple, whose output of 270,000 tons
in 1992 was almost entirely for processing: 53% into juice concentrate, 40% for canned
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pineapple, and 7% for single strength juice. In 1992, horticultural products, both fresh and
processed, had pulled slightly ahead of coffee into second place (behind tea) among Kenya's
agricultural exports, making up almost 22% of agricultural exports, and around 10% of all
exports.

24. Most horticultural exporters work through private sector intermediaries, local farmers
and merchants who find farmers willing to grow the produce, provide them with information
about quality, prices, and timing of supply, communicate to exporters the local supply conditions,
distribute packing materials to farmers, and pay them at the season's end. The absence of
parastatal marketing has been a critical factor in their success storY. The stores of these
agents are collection points to which farmers deliver their crop, and from which exporters collect
the produce. Exporters economize by having to communicate with only a limited number of
agents, and maintain flexibility by adjusting their purchases from the agents according to
international demand, and to any problems in the marketing chain, for example unexpected cuts in
air freight allocations, which, unfortunately, are not uncommon.

Tablec 2.2 Horticultural Exports, 1980-1991 (tons)

Commodity 1980 1982 1984 1986 1988 1991

Plineapple 1,882 517 807 864 16,745 580
Avocado 654 963 1,400 2,151 3.753 4,193
Mango 1,308 1,735 2,472 2,941 3,4X5 1,745
I'assion Fruit 264 324 425 646 733 619

Other iruit / 486 432 816 665 1,728 X33
Total Fruits 4,594 3,971 5,920 7,267 26,444 7,970
l;rench Beans 4,964 6,306 7,524 9,674 12,269 14,855

Asian Vcgctablcs 2/ 7,079 8,051 9,050 10,102 8,582 9,230

Swect l'cppcr H11 50 81 16 37 14
Courgettc 780 89] 814 231 54 20

Other Vegetables 3/ 950 1,003 949 761 787 956

Total Vegetablcs 13,884 16,307 18,418 20,679 21,729 25,0175
Total Fruits and 18,478 20,278 24,338 27,946 48,173 33,035
V cgtablcs
CUL lHowers 3,499 4,194 6,941 8,264 9.()9 16.405
lTotal Hort. Exports (ml) 66,300 90,0411 111,111( 125,11111
Total Huwrt. Exports (K£m) 23.1 51.6 99.9 17.3
I otal I Ion I :xprx)s u l JS$ m) 61 0 65 4 107 4 13 4

Source: Steven Jaffec, "Ibe Many ]aces of Success: Ihe D)evelopment of Kenvan I lurticultural Crops

I' Si-awberry, mclon, papaya, lime, banana, and several othcr minor times

2' About 25 vcgetahies, the most important being chilies, okra, karcla and auberginc

3, Bobby beans, tomatoes, carrots and other temperate vegetables not otherwise specfiecd

25. The fact that the numbers of suppliers to this horticultural export trade grew from near
zero in the mid 1970s to more than 15,000 just ten years later, and horticultural production
occupied an estimated half a million hectares, testifies to the high profitability it offers to small
holders. An increasing proponion of horticultural production will be consumed within Kenya, as
incomes rise, and consumption shifts towards higher-valued foods, especially in urban areas. The
government's target growth rate for horticulture is 6% per year, and of production estimated at
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2.2 million tons in the year 2000, it is expected that more than 80%O will be destined for the
domestic market

26. However, the entrepreneurs face several constraints. These include poor communications,
including infrastructure between Nairobi and the main producing centers leading to poor
coordination between growers and buyers and consequent wastage; limited investment in
horticultural research and weak arrangements for propagation of planting materials with official
barriers to imports of the same. In other words, by paying more attention to the general
constraints, i.e., improvement in research and extension, infrastructure and communications, and
by removing official barriers to imports of plant material, the Government could engender even
more substantial income-earning possibilities for smallholders who have proven their capability to
supply the world markets.

Dairying

27 The milk sub-sector is strategically important to Kenya's agricultural sector, but has been
subjected to widespread regulation. In the early 1990s, dairying contributed about 13% of the
total value of agricultural production (second in importance, after maize), used about 30% of total
agricultural land (much of it in the high and medium potential areas), was the single most
important source of regular cash income for a large proportion of small holders (about 40% of the
total), and generated employment, both in its production and in supporting services, such as
transport, processing, and distribution. Although there is a potential eventually to export dairy
products, this would depend on a surplus developing over domestic demand, which is unlikely in
the near future.

28 Milk in Kenya is produced from herds of Zebu cattle under extensive pastoral grazing,
mixed Zebu and grade dairy cattle under smallholder management in high potential areas, and a
small number of high producing dairy cattle in larger commercial herds. Of total milk produced in
the country, estimated at 1.8 million liters per year in 1990, about 9% comes from the pastoral
system, 80% from smallholders and 11 percent from large producers, with the latter achieving
vields per animal approximately three times as high as those managed by small holders. National
milik production is estimated to have increased at 1.9% per year in the 1971-1980 period, and 2.3
percent per year in the 1980-1987 period. Domestic demand for milk is expected to double in the
next ten vears.

20 There is substantial scope for further increases in production, and for accelerating the rate
of prowth significantly, especially from small holders, provided various policy and institutional
constraints are removed. These include an inefficient, high-cost marketing structure,
dominated by Kenya Cooperative Creameries (KCC) delayed and unreliable payments to
farmers, and deficient animal health, breeding and husbandry services. Further, there are
some reports of harassment of private traders by the Dairy Board, even though the
Government has removed restrictions.

30. Akbout one quarter of milk produced enters the market, which is almost totally
monopolized by the twelve processing plants operated by KCC. These facilities are concentrated
in certain regions, leaving others with substantial production potential devoid of formal marketing
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infrastructure. Government increased milk prices significantly in the late 1980s to satisfactory
levels, and then decontrolled prices. But payments still take a long time to reach farmers through
the constituent cooperative unions and societies which collect milk for KCC. The latter's
centralized marketing arrangements reduce the proportion of the retail price which can be passed
on to producers to about 50 percent. The range of dairy products produced by KCC is also
limited, which constrains marketing opportunities.
31. During 1989, Government carried out a comprehensive investigation of the operations of
KCC, which had incurred major financial losses and delayed significantly payments to farmers.
Already various recommendations have been successfully implemented as an initial phase of
improving KCC's efficiency. In 1990, the govemment also commissioned a Dairy Master Plan
study, financed by DANIDA. This study established an improved policy and investment
framework for the dairy industry, and formulated a reorganization and investment action plan for
KCC. Based on this, the government developed a policy paper on dairying which was accepted in
mid- 1 992, and discussed with representatives of the industry in mid- 1993.

32. It is an opportune time for major efforts to develop small holder dairying, since the
industry will be in a building up phase for some years to come, which means that farmers will
receive additional income associated with sale of offspring, (both male and female, but especially
the latter), whose prices are higher during an expansionary phase. In other words, dairying in
general will be more profitable during this expansionary phase. In addition, there is a large need
to improve management of dairy cows on farms. The private sector milk marketing which exists
is dynamic and innovative, but it is constrained by the Kenya Cooperative Creameries (KCC)
monopoly, its payment delays, and its opposition to initiatives of any of its cooperative unions to
start their own milk processing facilities in local areas, instead of having their milk go to Nairobi
to be processed by KCC.

DEVELOPMENT OF THE PRIVATE SECTOR

33. As may be evident from previous discussions, while agricultural production in Kenya is
handled almost entirely by the private sector, marketing is not; parastatals and cooperatives have
a dominant role in marketing and processing. At present there are 40 boards and agencies, and 5
national co-operatives with a membership of 50% of farmers. While providing marketing
infrastructure, inputs, credit and in some cases, technical advice, parastatals and co-operatives
have been extremely inefficient. They are generally characterized by excessive political
interference, poor management and accounting practices. The Government has made progress in
liberalizing processing and trade in maize, milk and more recently in sugar and coffee, this
momentum has to be maintained and extended all commodities.

34. Excessive market interventions affect private incentives and often add to the costs of
transactions. Although producer prices have not, in general, been depressed below world market
prices in Kenya, parastatals and co-operatives have delayed payments to farmers from two to 15
months distorting producer incentives. Most Kenyan small holders have little access to formal
sector credit and delayed payments results in liquidity problems, and the inability of farmers to
purchase inputs and apply them on a timely basis.
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35. The distortionary effects of intervention can be illustrated well with the example of maize
marketing. The NCPB procured mostly from large farms, and most of the maize it procured was
purchased by the approximately 30 companies, comprising the large scale, sifted milling sector.
Probably more that 70% of smallholders sold their maize in the informal sector, and most of the
grain was ground into flour in small scale "posho" mills. The latter are located mainly in the rural
areas, close to the sources of production and (rural) consumption. By contrast, because the
government, through NCPB, engaged in pan-territorial pricing, and in particular absorbed most
of the costs of handling, storing and transporting the maize it passed on to the sifted flour millers,
the latter became located in the urban consuming areas, far from the sources of production.
More than 55% of the capacity in sifted maize mills is in Nairobi and Mombasa. The rigid
movement controls - till recently -, and controlled markups for products (less than actual
transport costs) induced tremendous over-investment in milling capacity in the formal sector.
The 30 large mills have an estimated capacity to produce 1.14 million tons of flour, compared
with estimated demand of 255,000 tons. Full liberalization of this "secondary" market in maize
flour would have significant benefits for consumers, because it would allow a phased reduction in
this over-capacity, a relocation of mills, and a reduction in their number. Since flour is less costly
to transport, per unit, than grain, there should be a reduction in the mark-ups required to support
a viable milling industry.

36. Further cost savings would be forthcoming in the trading and transport of maize, since
abolition of movement controls would allow larger trucks to compete in areas where the controls
forced small scale on all informal market movements in the past. A recent study estimated the
following transport costs per ton/km: bicycle Ksh 1], donkey Ksh 11, matatu (small pickup
vehicle) Ksh 6.60, canter (4 ton truck) Ksh 3.26, 8-ton truck Ksh 2.43, and 12-15 ton truck Ksh

2
0.60 . In examining the costs of transportation from Kitale to Nairobi, this study concluded that
the single largest item of cost attributable to carriage of maize was the permit, since, although
fuel cost more, it was for the round trip, while the pernit was only for one way. In a total cost
of Ksh 70 per bag for the 1,000 km journey, the permit cost Ksh 20/bag and fuel Ksh 22.50/bag.

37. In recent years, there has been some move towards reducing the role of co-operatives
and parastatals. Flour mills have been allowed to buy directly from the market (although the
parastatal has, on occasion, undercut private trade by offering a subsidized price to millers). The
limits on private movement of maize were increased and finally lifted in December 1 993. Private
international trade is now allowed. But the parastatal still maintains a significant presence. In
coffee, the payment system has improved with elimination of a step in the payment chain, and
other changes. Farmers are currently receiving payments promptly, securing a higher proportion
of the export receipts and enjoying the opportunity to retain the final proceeds in the form of
foreign exchange for up to 90 days following payment. Reforms have also been announced
for milk and sugar, where co-operatives/parastatals retain a high presence.

38 But it is as important to really implement reforms without frequent policy reversals as it is
to announce them - the kind of uncertainty that such reversals cause can be gauged from the

Gcm Argp ings-Kodhck. "Privatc Scclor Maizc Marketing in Kenya", in Proceedings of the Conference on
Maizc SuPDly and Markcting Undcr Market Liberali7ation, Egcrton University, Junc 1992.
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following excerpt from a recent study (first half of '92) of private sector maize marketing in

Kenya for which small farmers, shop keepers and traders were interviewed. During the period
under study, movement controls had been only partially lifted.

39. "Farmers, particularly those selling maize to private traders, were often wary of openly
admitting this to a team that was obviously associated with the Government/parastatal sector
(evidenced by the interview team vehicle's official blue license plates). Some farmers took a bit
of convincing before accepting that the team had not been sent by the NCPB. Store owners
were also able to provide important insights into potential pitfalls along the road to a liberalized
market, such as shortages of working capital and risk of storage (when public stocks may be
released into private trade). However, maize traders were the most suspicious class of interview
subjects. Finding them was often difficult, though it helped that in some areas every other lorry
encountered was carrying maize. Once they had been found, getting them to admit that they

4
were maize traders could also be a problem.

INFRASTRUCTURE AND RURAL DEVELOPMENT

40. While the provision of infrastructure is not a sufficient condition for growth, it is central to
people's abilities to respond to new opportunities and changes. Various studies have documented
the contribution of infrastructure as one of the facilitating factors contributing to growth in the

agricultural and non-farm sectors. Among the best designed are the studies by Binswanger et al
of cross-country time series data and cross-district data in India, which control for observed agro-
climatic characteristics and infrastructural differences in explaining agricultural output. Once
climatic effects and other investments are accounted for, roads are found to have a strong positive
effect on aggregate agricultural output. The major effect of roads in rural India is not their impact
on private investment but rather on increased opportunities and reduced transaction costs of all
sorts. The reduction of transport costs (provided there are no restrictions on free movement of
goods) also reduces the final prices of inputs and output, including food, in urban areas. Non-
farm and off-farm activities are particularly intensive in their use of roads and other infrastructure
such as electricity and water.

Roads

41 Perhaps the most critical of all production-related infrastructure is the roads network It is
generally believed that Kenya built up a good network of roads, including rural roads, in the years
after independence. By design, rural roads (defined to include secondary, minor, rural access and
special roads such as tea, coffee and wheat roads) were built in the densely populated areas of
high and medium potential. In these provinces, such as Central, Nyanza and Western, road

I

Gcm Arg%ings-Kodhck.
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Gcm Argwings-Kodhck.
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Binswangcr, H.P., ct al, How lnfrastruciurc and Financial Institutions ATecct Agricultural Output and Invcstmcnt
In India, World Bank, PPR Working Papcr, No. 163.
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densities are 400-500 meters per square kilometer, compared to a national average of 85 meters
per square kilometer. Table 2.3 gives the breakdown of the classified network according to type.
In addition to these classified roads which are the responsibility of the central ministries, there are
believed to be nearly as many miles of unclassified rural roads, nominally maintained by the local
government, i.e., city councils.

Table 2.3 Kcnva: Classified Road Nctwork: 1993 (Km.)
Class Paved Gravel Earth Total

A: Intemational 2667 783 241 3691
B: National 1403 821 524 2748
C Primarv 2501 3304 2148 7953
D. Secondary 1164 6171 3888 12222
E Minor 667 6998 18959 26624
Other (Rural Access, 881 8453 242C 11754
Tea, Sugar, Wheat)

8615 26529 28180 63324

42. The overwhelming problem is not the size of the network but its deteriorated condition. It
is believed, for example, that the figure of over 25,000 km. of classified gravel road is an over-
estimate; so little regraveling has taken place that much of this network might now be reclassified
as earth. Regraveling (of mainly secondary and minor roads) funded by the ministry's regular
budget has almost ceased in recent years, 140 kilometers per year compared to a need of 4000
kilometers. In many places, gravel is no longer available cheaply. Information on the unclassified
road network is non-existent. Given, however, that the city councils have spent practically
nothing on road maintenance for many years, it can be presumed that conditions are extremely
bad.

43. The problem is a long-term decline in real maintenance expenditures, the inadequacy of
the amounts, given the size and state of the network, and its preemption on wages and salaries.
For example, it is estimated that K£ 235 million should be spent on the maintenance of non-urban
roads annually, which compares with an expenditure of under K£ 100 million in FY93. It is also
estimated that rehabilitation costing up to K£ 1.8 billion would be needed to fully rehabilitate the
whole network (including paved roads) to fully maintainable condition.

44 While the central ministry has concentrated most of its available resources on the main
(paved) network and has generally adopted equipment intensive methods of road construction and
maintenance, Kenva has also been in the forefront of the development of labor-intensive methods
of road construction and maintenance. The Rural Access Roads Program of 1974-1985 built
more than 8000 km of new all-weather (gravel) roads connecting farms to markets, using labor
intensive techniques. As this program was phased out, it was replaced by the Minor Roads
program in 1986-87 whose mandate was not so much to build new roads, but to improve and
maintain important rural roads, including the rural access roads. It has, on average, improved
(graveling and earth construction) 1000 km. of roads annually and carried out periodic and
regular maintenance on about 9000 km. every years. It has created I million man days of
employment per year, a feature we will return to in Chapter 6.
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45. Clearly, as far as rural roads are concerned, the Minor Roads program, funded largely by
donors, is the major program. But the size of this program in terms of the requirements is small --
in FY '93, total spending was K£ 13 million compared to a requirement of perhaps several times
as much. Physical output has declined, with the exception of routine maintenance as can be seen
in the following table (Table 2.4). There has been a decline in the size of the program,
government and donor support for the program declined by half in real terms during FY 1989-91,
to less than 10% of the total budget of the ministry.

Fabic 2.4 Output of the Minor Roads Program (Km)

Road Improvcment Periodic Maintenance Routinc Maintenanec
Year Earth Construction Graveling

1989 772 442 441 R304
1990 685 696 435 8842
1991 391 508 319 8776
1992 296 425 362 9201
1993 190 283 263 9913

Source Minor Roads lrogram in Kcnya 1994

46. The needs of the rural sector in terms of rehabilitation and maintenance are large and the
problem is urgent. In addition, the project-based approach of the MRP and poor maintenance on
the rest of the network has resulted in imbalances within the system, i.e., all weather
minor/secondary roads connecting to seasonal primary roads in very poor condition. A new
strategy called Roads 2000 has been initiated which is expected to address these problems
by using a network approach to maintenance under which all important roads in a district
will be brought under maintenance. The main features are:

** The network of roads to be maintained using labor intensive means will be expanded
from the present 11,000 km. to 29,000 km. Much of the network will have to be
rehabilitated first. But the intention will not be to fully rehabilitate rural roads as is being
currently done under the MRP but only to bring roads to maintainable standard with
grading and very limited improvements. This will reduce the cost of rehabilitation to
US$ 1200 per km compared to over US$ 10,000 under the MRP, and quicken the pace
of rehabilitation.
** On a further 11,000 km. of more intensively trafficked roads this system will be
supplemented by maintenance grading by tractor towed grader (lower capital costs and
simpler maintenance than a motor grader).
** A further 19,000 km. of roads in arid and semi-arid lands, where there is insufficient
population density for labor based methods will be maintained by mobile teams using
tractor-based technology.

47. The full implementation of the strategy in all the districts will cost about US$ 165 million
for rehabilitation and US$ 25 million for subsequent maintenance annually. These expenditures
are substantially lower than the requirements of the present plan which calls for full rehabilitation.
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Energy

48. Table 2.5 gives some indication of the pattern of energy use among rural households. The
major source of fuel, whether for the rich or poor, is firewood; however, a higher proportion of
the rich use paraffin. The main lighting source is paraffin, regardless of income-grouping. It is
worth noting the low rate of electricity use, even for lighting, and even among the better
off. These data are derived from households, and do not represent the energy use of
establishments, nevertheless it is worth noting that modem energy sources are used only for
lighting, and electricity only marginally.

Table 2.5 Energy and Water Use in Rural Arcas
Bottom 40% Top 20%

Main Fuel Source
Firewood Collected 90 68
Firewood Purchased 7.5 13
Paraffin I.5 9
Electricity nil 0.5

Main Lighting Source
Firewood 7.3 0.0
Paraffm 92 90
Electricity nil 4.0

Main Source of Water
River 32.3 24.0
Lake/Pond 7.3 7.0
Unprotected Spring 16.3 9.0
Unprotected Well 6.0 2.5

Total Unprotected 61.6 42.5
Piped Water 10.5 26.0
Borewell 8.3 5.5
Protected Well 5.3 6.0
Protected Spring 6.3 3.0
Roof Catchnet 8.5 17.5

Total protected 38.9 58.0

Source. WMS'92

49 It is unclear from available information whether the present supply of energy (petroleum
products, electricity and wood fuels) is adequate in the rural areas of Kenya. On the one hand,
there may be growing need for electricity from generating off-farm and on-farm activities. On the
other, it may be too expensive for heating and cooking and not a viable choice, and kerosene and
wood fuels may remain the most important sources. It is recommended that a study be carried
out or the energy needs and supplies in the rural areas.

Water

50. The state of affairs in the water sector is difficult to assess. The country, at least in the
non-arid areas, is well endowed with rivers springs and streams, and in this sense, the countryside
is well covered; the multiplicity of sources cited in Table 2.5 is an indication of this. Data
collected on the average distance traveled for fetching water shows that more than 80% of people
travel less than a kilometer in the wet season, and slightly more in the dry season. Time studies
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show that women spend less than an hour each day fetching water. This is substantially less than
their compatriots in neighboring countries such as Ethiopia and Tanzania.

51. But there are several problems. In the drier areas like Kwale, Nyamira and Busia.
participants in the Participatory Assessment cited severe water problems; indeed they generally
defined a poor person as one not having access to water. The problem is particularly acute in the
dry season. Women had to walk 5-15 kilometers as streams and rivers dried up, spending 5-6
hours of traveling and standing in queues to bring a bucket or two of water. Second, even in the
non-arid areas, access to safe water (i.e., protected springs and wells and piper water) is limited -
about 40% for the lower income groups, compared to nearly 60% for the better off. The overall
impression is that while the situation is not bad in terms of coverage, supplv is neither
reliable nor of good quality always, and the arid areas are not well-served, that the demand
is outstripping supply, particularly if one includes the needs. of diversification of farm
activities (horticulture, dairying), and increasing non-farm activities.

52. The Government is the major water undertaker in the country, accounting for 32 large
schemes and over 600 smaller water supplies all over the country. Besides this, Kenya has a long
tradition of self-help and community schemes; it was estimated in 1990 that there were well over
600 and perhaps as much as 20% of the rural community with access to improved water systems
was reached through community schemes. These range from simple gravity schemes to
borewells, hand pumps and rainwater harvesting. Many of these schemes are financed by the
donors. Others have been developed with technical and material support from the Government
who have appointed community groups as undertakers. The water works are often old and in
need of rehabilitation and cannot satisfy the demand.

53 The Government's policy is to increasingly hand over the smaller schemes to local
authorities in urban areas and to community groups in rural areas. Given the limited resources of
the government and the tradition of self-help water schemes, this policy is appropriate. However,
the experience with community water schemes in Kenya and elsewhere suggests the need for a
reorientation of the approach towards the development of and support to community schemes.

54 As mentioned earlier, the Government, many donors and NGOs have been promoting rural
water schemes for more than two decades through two approaches. In the seventies, water
supplv was viewed primarily as an engineering issue, to be handled by the Government. In the
'80s interested NGOs entered into partnership with the Government and donors to mobilize
communitv interest in operation and maintenance; however all decisions were made bv the
Government and donors. These efforts proved unsustainable after external resources were
withdrawn and communities lost interest in maintaining systems they did not ask for in the first
place Attention then turned to learning from the successes of indigenous community efforts
independent of external resources. By the early '90s donors and NGOs began experimenting with
a decentralized "community control and ownership" approach to rural water supply.



4S

55. Recent studies of eight community manapged rural pipe water systems and point sources
6

document 80-90% fee collection rates and high reliability . They have four factors in common -
community demand as reflected in financial contributions and organization, sound technical
assistance for design and construction, community decision making, and investment in business
management, accounting transparency. External apencies invested in capacitv building. In some
cases communities were given funds to hire the expertise to develop proposals, in some cases
communities have hired government technicians to do the design and repair work, in other cases
they have turned to the private sector and NGOs. However, because communitv money is on the
line, communities try to get the best technical advice, try and understand the cost implications of
different designs proposed. And since they directly pay contractors, contractors generally
perform well. Some systems make allowances for the poor, in others the poor get excluded, at
least initially.

56 This experience calls for a new strategy for rural water supply in Kenva, a strategy based
on responding to communities' demands and supporting communities in mobilizing their own
resources. This could be achieved through the establishment of a "Rural Water Fund", initially on
a pilot basis. It would be made available directly to communities. Funds would be made available
for construction, rehabilitation and expansion of water systems (including those handed over by
the Government), either directly or indirectly through intermediaries such as the NGOs, the
private sector or local government.

57. The Fund would be managed by an independent board of trustees (with representation
from NGOs, the private sector and a minority of government officials) and would have a
professional management and staff. The government would be represented on the board and
would have a global planning and regulatory role in terms of overall water conservation and
management Criteria would be established for applications to the Fund, such as substantial
evidence of community commitment through cash or organizational tasks completed, technical
feasibility, evaluation criteria, impact on the poor, etc. In developing a proposal for a Kenya
Rural Water Fund, much could be learned from rural water projects in other countries (including
Sri Lanka and Nepal) and from the experiences of South Africa's Water Trust Fund for the rural

7

areas

6
Njonjo, Apollo. 1994 "Studv on Community-Managcd Watcr Supplies" (draft: Report on Casc Studies for thc

World Baank Regional Water and Sanitation Group, East Africa. Nairobi, Kenya
7

In Mvula Trust. established as a non-profit Trust in July '93 by thc Development Bank of Southern Africa, and
othcr funding agcncies.
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CHAPTER 3: STRUCTURAL TRANSFORMATION IN
AGRICULTURE: LARGE SCALE FARMING POLICIES AND

LAND TRANSFERS

1. The first chapter of this report documented the declining size of landholding and the
increasing number of landless and near landless. The second chapter described the possibilities for
growth and diversification of crops and incomes within the smallholder rural economy, even given
the land constraints. This chapter explores the possibilities for easing the land constraint, by
encouraging the transfer of land from inefficient large farms to small farms, and considers the case
for market-based resettlement of land.

2. Kenya carried out a major land redistribution program after Irrdependence in 1963. The
Government distributed to smaller farmers a considerable amount of high and medium potential
land that had belonged to large farmers. The Million Acre Scheme was the most important
settlement scheme. Introduced in 1961, it settled over 34,000 families on 430,000 hectares. The
Shiraka program started in 1971 settled more than 100,000 hectares by 1976. Altogether, about
1/3 of the large-scale mixed farm area was officially subdivided. But the country is still
characterized by a skewed distribution of land. There are some 3.5 million families with an
average plot size of 1.6 hectares, and some 800 to 1,000 large farms with a modal size of between
500-1000 hectares, generally in the well-endowed areas. With the country's population growing
at 3.4% p.a., small farm sizes have grown smaller, and there is growing land hunger. This is
already reflected in migration into the less well-endowed areas which are environmentally fragile
and in displacement of pastoralists who have traditionally used these lands for grazing and water.
Rural wages have fallen, and at the same time the large mixed farms are known to employ only a
fraction of the labor employed on small farms . The agenda is therefore an acutely urgent one,

3 This chapter examines the efficiency of the large mixed farming sector, and whether
govemment policies - tax, customs and financial - have encouraged inefficiency. It describes the
efforts made by small-holders to acquire land and suggests policies that could support such
efforts. Because of poor record-keeping and lack of access to recorded data on land transactions,
some sections of this chapter rely heavily on mission interviews and on rather unconventional
sources of information.

EFFICIENCY OF THE LARGE-FARM SECTOR

4 The bulk of the large farm area is in mixed farming and ranches, i.e., maize, wheat,
dairving and livestock. Table 3.1 provides measures of efficiency for large and small farmers.
The two chief indicators of farm efficiency used are the ratio of total cost to total revenue and the
domestic resource cost coefficient (DRC). The first number is an indication of the profitability to
the farmer of the current operation over the long term. The phrase "long-tern" is important here:
while in the short-term, the farmer does not pay in cash terms for either the land (most of which is
inherited or already purchased) or for the labor and management of the owner-operator, in the
long-term these factors determine whether the farm will remain in production. Several successive
years of sub-competitive performance would encourage the farmer to switch to more profitable
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crops or put the land up for sale. The DRC measures the enterprise's real cost in terms of local
resources needed to obtain one dollar's worth of foreign exchange. It represents true farm
efficiency excluding the effects of government interventions. A non-zero value of less than one
indicates that the enterprise makes a net contribution to the economy and is inherently profitable
A value greater than one means that the enterprise could only survive by protection, subsidies or
other market distortions. The revenue-cost-ratio reflects all taxes and subsidies; the DRC, being a
measure of true costs, is calculated excluding taxes and subsidies.

I'able 3.1 Mcasurcs of Efriciency of Maize, Livestock and Wheat Operations, Small and Large Scale
Farming, 1991

Open Grazing Wheat
Maize (Transzoia) Dairn Farming (Nakuru)

(Nakuru)
Largc Small Largc Small Large

l'otal Cost/l'otal Revcnueat Farm Lcvcl 1/ 0-9 1.2 1.0 0.8 1.0

Domestic Resourec Cost at Nairobi 2/ 0.8 0.8 2. 1.0 1.6

Unskilled Labor Days 3/
per acrc pcr ycar 28 78 0 86 1.0

per acre pcr Ksh 1000 of output 4 4.6 15 0 1.7 0.3

Total farm costs, including all imputed costs (land, working capital, family labor), and cost of transporting to
the local markct, but cxcluding thc costs of transport to the Nairobi market or the two marketers' margin.

2/ DRC at thc Nairobi market: incorporating the costs of transport to Nairobi and the margins of two
intcr-mcdiarics.

31 Large farms: skilled labor and owncr-operator's labor are not included. Small farms: this is the total labor
requiremcnt, performcd by the farm manager/ household head, or family members, or hircd labor.

A Output at financial value, viz. at the farm gate price.
Source: Farm models from Nyoro (1992) and gecrton Universitv (1992)..

5 As far as true economic efficiency is concerned, small and large operations specializing in
maize production are at approximately the same level, with domestic resource coefficients of 0.8.
There are large differences, however, in financial profitability. The ratio of total cost to total
revenue is 0.9 for the large maize farm and 1.2 for the small. The difference reflects a number of
factors: the financial subsidies channeled to the large farm sector, which are of special importance
for working capital costs and for machinery and land purchases, and the high rates of customs
duty applied to machinery used by small farms. One's intuition would have led one to believe that
the DRC of the small maize operation would be substantially lower than that of the large. This is
not the case. One of the reasons why the Kenyan small farmer's low labor and management
expenses have not helped him/her to achieve much greater levels of efficiency is that the imputed
land cost is high, and is especially burdensome when yields are lower than those on large scale
operations. That is, the large scale operation is able to spread its implicit land expense over its
larger output per unit area

6 The question is why the small farmer, with a cost/revenue ratio of 1.2 in maize, bothers to
continue farming. This may reflect overestimation of the land price, but there are other factors as
well. First, there is a general and particular (i.e. food) security motive for growing maize (i.e., in
case a job is lost, the cash crop fails, or cattle die) which would induce the small holder to grow
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maize even if it were not strictly profitable. Second, the maize enterprise is usually combined with
a livestock enterprise in which the small holder is much more efficient than the large scale farmer,
as can be seen in Table 3. 1.

7. Considering now the dairying operations, the small open grazing arrangement is
overwhelmingly more efficient (DRC = 1.0) than the large (DRC = 2.2). The intensity of use of
land by the large scale open grazing arrangement is so low that the operation is incapable of
supporting an economic charge for land use. Government interventions have, however,
transformed the situation of the large scale grazing operations so that the ratio of total cost to
total revenue is 1.0, a level which can be maintained indefinitely. The most important of these
interventions is the availability of cheap finance for land purchase; obviously in a highly land-
intensive operation like open grazing of livestock, the land price is the crucial element.

8. Small livestock operations have an attractively low ratio of total cost to total revenue
(0. 8), so that despite the subsidies enjoyed by the large scale livestock sector, smallholders would
have an incentive to save money and to buy up such land as it becomes available.

9. We turn now to the large scale wheat sector. It appears that, at the low price at which
wheat was being traded internationally in 1991 (US$ 96 per metric ton), wheat production by
large scale operations was grossly inefficient, the domestic resource cost co-efficient being 1.6
Given the current outlook for international wheat prices, there would seem to be little reason for
the government to assist the large-scale wheat sector.

LABOR INTENSITY OF PRODUCTION IN MAIZE, LWESTOCK AND WHEAT

1 0 The labor intensity of small operations was well above that of large operations. Table 3.I
shows that in maize farming, smallholders employed unskilled labor for the equivalent of 78 days
per acre per year, while large farners employed unskilled labor for the equivalent of 28 days.
Large farms produced more per acre than did small farms, so that the difference, when
standardized on output as well, was more marked. 15 days per acre per Ksh 1000 of output on
small farms vs. 4.6 on large farms.

11 A similar pattern appeared in the case of dairy farning. The small farm employed
unskilled labor for the equivalent of 86 days per acre per year. This high figure - higher than the
78 days in maize farmning - was due to the continuous nature of cattle tending. It arose from the
assumption that a family member spent 0.1 of a day every day of the year, tending cattle on a farm
of 0 425 acres. The large scale farm in effect employed no unskilled labor.

1. Large scale wheat farming also tended to create very little employment for the unskilled.
Total employment of unskilled labor amounted to only one day per acre per year. When
standardized upon output of Ksh 1000, the amount of labor employed was 0.3 per acre per year.

13 Given the fact that agricultural wages in Kenya have fallen over the past ten years,
and that population growth is set to continue, land redistribution from large farms to smaU
could have an important influence on the wages of the poorest by raising the demand for
unskilled labor.
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SPECIAL ADVANTAGES GWVEN TO THE LARGE SCALE FARMING SECTOR

Finance

14. The Agricultural Finance Corporation (AFC) was started up with low-interest (8% as of
the mid-1980s) government loans, with the intention of providing finance to the agricultural
sector. The AFC provided loans to farming operations primarily in the maize and wheat sectors,
with most of the loan portfolio going to large-scale farmers, i.e. those with holdings of at least 25
ha or with loan sizes of Ksh 100,000 in 1994 (previously Ksh 50,000). Most of the remainder of
the beneficiaries have been what are best termed "medium scale farmers", with between 2 and 25
hectares. The larger share of these loans, in turn, have been concentrated on farmers with areas
closer to 25 ha than to 2 ha, for the obvious reason that the unit administrative expense is larger at
smaller sizes. The AFC has a policy of not lending to farmers with 2 ha or less.

15. When it was founded, the AFC used to give loans for land purchase repayable over 30
years. Collection rates, both on long-term and on short-term loans proved to be low. During the
1980s, the government altered its policy with respect to the agricultural sector and has not
granted the AFC any new funding since 1987. The 30-year loan policy was discontinued and the
maximum presently is 15 years. Recently the AFC has stated its determination to improve
collection rates but even its highest objectives fall well short of what commercial norms would
require.

16. Table 3.2 presents current and real figures of the AFC lending portfolio, disbursements
and arrears. Between 1988 and 1993 the size of the total portfolio fell steadily, from Ksh 10
billion to Ksh 3.6 billion (measured in constant 1993 Ksh). Disbursements in real terms fell
steadily between 1986 to 1993, from Ksh 2.9 billion to Ksh 0.7 billion, i.e. about US$ 11 million,
still a substantial amount.

TIablc 3.2 Lcnding Program of the Agricultural Finance Corporation, Consolidated 1/ (Ksh millions)

Total Portfolio Total Arrcars Total Dishursemcnts
Ycar IT CPI Currcnt Constant Currcnt Constant Current Constant

Ksh 1993 Ksh Ksh 1993 Ksh Ksh 1993 Ksh

1984 159 578 2418
1985 185 394 1385
1986 211 2792 X816 1596 5040 904 2855
1997 21' 3118 9522 1902 5809 745 2275
1988 230 3459 9994 2090 6039 030 1820
1989 24(6 3040 8224 1811 4899 339 917

1990 263 3034 7685 1844 4671 343 869
1991 290 3146 7231 1948 4478 375 862

1992 356.1 3326 6220 2106 3939 517 967

1993 666.0 3550 3550 2231 2231 694 694

1 lending to medium and largc scale farTncrs, short and long errn loans
Sourcc: Agricultural Yinancc Corporation Annual Plan 1993-94, pages 14 to 1X; and data rcccivcd from thc
AVC. CIlI, 1981-91 from Kcnva: Emplovmcnt grovth for poverty alleviation. E.astcrn African lcgion. Rcport
No. 1 1650-KE. ScptcmhLr 30. 1993. 1'agc 186. Clil, 1991-1993: quartcrly Middlc-income indcx, from Ccntral
Statistical ()ficC, in turn rcportcd in a World 13ank publication.
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17. The Agricultural Finance Corporation has offered advantages to the large scale and
medium scale farming sectors in various ways. First, its interest rates have been and are still low
compared with competitive rates. Its seasonal credit loans were given at 14% in 1991, 16% in
1992, 17% in 1993 and 20% in 1994. The Standard Chartered Bank charged 21% in 1991 and

1992, 30% in 1993 and 32% in 1994, for loans of medium risk levels. Second, the AFC offered
long-term loans for land purchase. Private sector banks did not usually offer loans for land
purchase, on the argument that new purchasers lacked farming experience and thus constituted an
unacceptably high risk. Third, repayments on long-term loans to the AFC have been poor. A
senior officer of the AFC estimated the repayment rate of large scale farmers to be 50%. Fourth,
the AFC has been and still is known for tolerating late or no repayment of loans. In Table 3.3 an
estimate is made of the implicit subsidy to the medium and large scale farming sectors arising from
the AFC's low interest rates.

Table 3.3 Implicit Subsidies to the Farming Sector from the Agricultural Finance Corporation, FY93-94
Loan Type Total

Seasonal Credit Land & Machinery

Standard Chartered Bank Interest Rate (0/a) 32 32
AFC interest rate (%) 20 12.5
Portfolio sizes (Ksh millions):

Large scale farmiing sector 1196 1/ 1418 2/
Medium scale farming sector 240 696

Implicit subsidy (Ksh millions):
Large scale farming sector 144 277 420
Medium scale fanning sector 29 136 164

Implicit subsidy, m US$ millions: 3/
Large scale farming sector 6.3
Medium scale farming sector 2.4

/ According to AFC sources, the large farm sector drew some 80% of the seasonal credit loan portfolio.

2/ The total development portfolio was divided among the large and the medium farm sector in the same
proportion as disbursements.

3/ Assumed exchange rate: US$ = Ksh 67
Sources: Standard Chartered interest rates from Mr. D.M. Kavuu, Head, Credit Management division of
Standard Chartered Bank. AFC interest rates from AFC.

18. The subsidy element for the year 1993/4 is considerable: Ksh 420 million or US$ 6.3
million to the large scale farming sector, and Ksh 164 million or US$ 2.5 million to the medium
scale sector. In other words, the real value of the US$ 11 million disbursed was US$ 19.8
million, when the interest subsidy is accounted for.

1 9 The policv question is whether the activities of the AFC should be altered immediately,
instead of allowing the institution to play itself out to the benefit of farmers who are in a position
to obtain finance from commercial sources. The face value of the total portfolio is some Ksh 3.6
billion, or about US$ 50 million. Assuming liberally that half of this is irrecoverable, there

There were thrcc tiers of risk. The lowest tier had an interest rate of base plus three, the middle tier basc plus
four, and the top tier. base plus six.
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would remain some US$ 25 million which could be redirected to smallholder development.
If all the portfolio is recovered, along with arrears, then about USS 80 million would be
available for smallholder development.

Customs Duty and Value Added Tax (VAT)

20. Rates of customs duty and of value added tax have been continually revised, generally in a
downward direction, during the period 1990 to 1993. The previous schedules defining
quantitative and other restrictions were abolished in 1993, so that practically all items became
freely importable upon payment of the relevant tariff. The importers consulted for the report
indicated that there were no undue delays in the granting of licenses and permits. Exceptions to
the rule of hindrance-free importation included seeds, which required the permission of the
Minister of Agriculture. Another exception was pesticide, whose importation required the
approval of both the Pesticide Control Board and of several officials in the Department of
Agriculture, frequently resulting in delays of a month or more.

21. The tariffs and value added tax rates applicable to most agricultural requirements are
presented in Table 3.4. They are split, for the reader's convenience, into two groups: those used
intensively by large-scale farming operations and those used intensively by smallholders.
Obviously there is some overlap between the two groups, (i.e. large-scale operations need spades
and hoes) but a general trend is visible: the tariffs and value added taxes on smallholders'
requirements are substantially higher than those on large-scale farming requirements. At the
smallholder end, hand tools attract a tariff of 30% and VAT of 5%, for a cumulative total of 35%.
Manual and animal-drawn ploughs have a tariff of 45% with 5% VAT. Handcarts and
wheelbarrows have a customs duty of 45% and VAT of 63%, for a cumulative total of 63%.
Much machinery used by large-scale operations - tractors, combine harvesters, machine-drawn

ploughs, harrows, weeders, seeders and the like - have zero customs and zero VAT. The high
tariff on hand tools and animal-drawn ploughs is a response to lobbying by local Kenyan
manufacturers, but this is now no more than a special interest, since it would be difficult to make
"infant industry" arguments so long after their inception. Fertilizers and herbicides carry zero
customs and zero VAT, and insecticides attract the low rate of 10% customs and zero VAT.
These items, too, are used more intensively by large-scale operations than by smallholders. Few
smallholders practice irrigation and such as do use manual techniques and furrows. Large-scale
farmers, particularly coffee farmers, who irrigate use centrifugal pumps and, consistent with our
previous observations, they are lightly taxed: 20% customs and 5% VAT, for a total of 25%.

22 The tariff schedule is faulty on two counts. First, it discriminates against smallholders
which is both inefficient and inequitable. Second, it encourages machinerv-intensive means of
production in the large-scaie sector, which tends to reduce employment and wage level. It is

2
The numbcr of combinc harvcstcrs incrcascd from 238 in 1983 to 522 in 1987. Thc numbcr of tractors incrcased

from 6300 in 19'2 to 9050 in 1987. Al thc samc timc thc area put to wheat by the largc-scalc scctor
incrcascd from 77.000 ha in 1983 to 95,000 ha in 1987 (Statistical Abstract 1991. Tablc 82. p. 100). Evcn if
thcsc numbers arc only vcry approximatc, duc to the inadcquatc sampling frame, thev reveal a worrying
tcndcncy towards increasingly capital-intensivc forms of production. Onc of the causcs of this changc is the
discriminatory structurc of tariffs and VAT.
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desirable to redress this discrimination by imposing the same (low) rate of import duty and a
similar VAT tax on all goods.

Table 3 4 Customs Dutv and Value Added Tax on Agriculhtral Requircmcnts, (%)

Customs Dutv VAT Cumulated
A. Items used more intensively by large-scale farm operations
SEEDS: (Note: all seed imports have to be approved by the Min of Agric.) 20 1 8 38
CHEMICALS

Fertilizers 0 Exempt 0
Insecticides, including acaricides 10 ] 0
lHerbicides 0 5 5
Other chemicals (e.g. potassium nitrate, magnesium sulfate, phosphoric 45 1 8 71

acid, citric acid, firequently used in agriculture)
MACHINERY:

Tractors (agricultural tractors appear under the category "Tractors, Other") Free Exempt 0
Combine harvester-threshers Free 0 0
Milking machines and dairy machinery Free 0 0
Poultrv incubators and brooders Free 0 0
Machines for cleaning, sorting, or grading seed, grain or dried leguminous Free Exempt 0
vegetables
Machine-drawn ploughs (placed under the category "Ploughs, Other") Free 0 0
Harrows, scarifiers, cultivators, weeders, manure spreaders, disc harrows, Free 0 0
seeders, planters and transplanters
Centrifugal pumps for agriculture 20 5 25
Spraving equipment for irrigation Free 0 0

B. Items used more intensively by smallholders
Hand tools: spades, shovels, mattocks, picks, hoes, forks, rakes, scythes, 30 5 35
shears, etc., used in agriculture
Ploughs, manual and animal-drawn 45 5 50
Handcarts (classified under the category "Handcarts, other" 45 18 63
Wkheelbarrows 45 1 8 63

Notc The Value Added Tax is imposed on the sum of the value of the good and the customs duty it attracts.

SIMIJLATION OF THE EFFECT OF THE REMOVAL OF DISCRIMINATION AGAINST THE SMALL-
FARM SECTOR

3 n The models of the large and small maize farms above were used to simulate the effects of
the removal of the discrimination against the small-farm sector First, the efficiency statistics of
the large farm arrangement were recalculated on the assumption that customs duties on
agricultural requirements including fertilizer were raised to 31% and that VAT was imposed at
18% This is an attempt to treat agriculture in a similar way to most other industries, where
substantial customs and VAT requirements are imposed. In the second simulation, over and
above this change, the financial subsidies arising from the Agricultural Finance Corporation were
removed. The imputed financial charge, for both working capital and for machinery and
especially for land purchase, was set at 5%, this representing a fair guess of the long-term real
interest rate. The third simulation concerned the small-farm sector. The efficiency statistics were
recalculated on the assumption that - as is currently the case for large farms - all customs duties
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were waived and inputs were zero-rated for value added tax. The results are presented in Table
3.5.

Table 3.5 Simulating the Removal of Discrimination Against the Small-Farm Sector:
Casc Studv of Maize and Wheat Farming

Currcnt Situation Simulated Situation
Large Small Largc Large Small

Simulation description none none Introducing Introducing 31% Reducing
3 1 % customs customs & I 8% VAT customs dutn

and 18% VAT & rCmoving AFC and VAT to
loan subsidy zero

Maize
CostlRcvenue at farn level 1.0 1.2 1.2 1.5 1.1
Domestic resource cost 0.8 0.8 0.8 0.8 0.8

Wheat
Cosl/Revenuc at farm level 1.0 - 1.1 1.6
Domestic resourec cost 1.6 - 1.6 1.6

Sourcc: Mission calculations. Models used: the large and small maize farm models, identical to those in
Tablc 3. 1 above.

24. It should be stressed that the domestic resource cost coefficients do not change under the
simulations because this statistic is a representation of farn efficiency at true economic prices,
excluding the effects of all government interventions. The maize sector is discussed first. The
first simulation - introducing 31% customs duty and 18% VAT in the large-farm sector - raises
the ratio of total cost to total revenue from 1.0 to 1.2. This would not destroy the large-farm
sector but average profitability would be reduced which would probably drive some operations
out of existence in the short run.

25. The second simulation - introducing 31% customs and 18% VAT, as well as removing the
AFC loan subsidies - has a graver impact, raising the ratio of cost to revenue from 1.0 to 1.5.
This set of measures would quickly render the majority of current users of AFC beneficence
unprofitable. Not all large farmers have access to low-interest AFC loans and these farming
operations have presumably already adapted either by improving their technical efficiency (i.e.,
output for given input) or by altering their input or output mix.

26. The third simulation - removing all customs duties and VAT from the agricultural
requirements of the small-farm sector - has only a small impact on private profitability at the farm
level, reducing the ratio of cost to revenue from 1.2 to 1.1. The largest cost items for the small
farm are the imputed land charge, fertilizer (which currently is exempt from customs and VAT)
and the imputed family labor charge. Tinkering with the import duties and taxes of small-farrn
requirements would increase their profitability a little and is therefore to be recommended, but it
would not significantly tip the scales against the large scale sector.

27. As far as the smallholder's short term cash needs are concerned, however, the impact
of removing customs and VAT would have a larger impact. Cash expenditures are defined
here as cash layouts in the current season, viz. intermediates, tool purchases, and the like; they
exclude imputed land, working capital, and family labor charges. The ratio of out-of-pocket
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cash expenditures to total revenue is some 0.38 under present conditions, and this falls to 0.33
if customs and VAT are removed.

28. In the wheat sector, the ratio of total cost to total revenue rises from 1.0 to 1. I under
the first simulation ( introducing 31% customs and 18% VAT), and to 1.6 under the seconu
simulation (introducing customs and VAT and removing the loan subsidy).

29. Clearly, there are a number of commodities in which the large farm sector does not
have a comparative advantage vis-a-vis small farmers, especially in wheat and open-grazing
dairying. In maize (and coffee and tea, not shown here) the advantage of small farms is less
pronounced. In all cases however, the large farm sector has been favored through credit
subsidies and import duty concessions; removal of these concessions, particularly the
interest subOsidies, would greatly reduce the profitability, forcing these enterprises to
increase efficiency or sell out. The labor-use statistics presented in Table 3.1 imply that for
every acre transferred from the large to the smallholder sector, between 50-80 man days
more of employment for unskilled labor will be created, even excluding indirect effects
through provision of services.

THE LAND MARKET IN KENYA

30. At independence there were approximately 4,000 farms in the former Scheduled areas.
During the 1 960s, about one-third of these were bought up by the government and distributed in
various land reform schemes, of which the best known was the Million Acre Scheme. There is
little statistical evidence on what has happened since then. Managers of large-scale farming
operations who were interviewed estimated the number of such farms as anything between a few
hundred and 1,500. One manager remarked that he had sent a circular for lobbying purposes to
800 farmers or farming operations.

31 Anecdotal evidence indicates that there has been a steady transfer of land from large
holdings to small, driven by population growth and consequent demand for land for residential
and subsistence purposes. An estate agent in Nairobi indicated that of his six agricultural land
sales in the past two years, all took the form of associations of smallholders buying land from
large farmers or investment companies. Another estate agent or broker, also in Nairobi, was
holding some Ksh 43 million (about US$ 600,000) in trust on behalf of several peasant land
buying companies, waiting for suitable expanses of land to come on the market. All the large
farmers visited in Rift Valley Province and Machakos indicated that farms nearby had been sold to
smallholders and subdivided in recent years. It should be stressed that not all of the sellers are
white farmers who lack heirs or whose heirs do not wish to continue farming. Many sellers are
native Kenyans who have themselves farmed or for whom buying and selling land is a business

32. Some land buying companies offer subscriptions in public places such as bus stops. Any
individual may pay a sum such as Ksh 10,000 (about US$ 150) for a share in the company, which
carries a promise that eventually - after certain further unspecified payments - the holder will
become the owner of some land somewhere. There are no nationwide statistics available but all
the evidence points in one direction: namely that over the past ten years at least, land has been
moving out of large operations into small.
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33. There are important differences by product line. In the mixed farming, ranching and dairy
sectors there appears to have been a rapid rate of transfer from large-scale to smallholder
arrangements. All the farm managers and owners interviewed indicated that many, and in some
cases all, farms of this type in their region had been sold to land buying companies. In the case of
coffee farms, profitability has been poor for the past eight years, but this has not yet led to deep
structural changes, except in the environs of the major cities. Within a 30-kilometer radius of
Nairobi coffee farms have been steadily turned over to smallholders who have converted them
into residential plots, or have built flats for rental purposes, often surrounded by vegetable and
maize gardens. Coffee farms further from the major centers have, however, generally remained
intact. The same may be said of tea estates, where profitability has been good.

34. Agricultural land transfers in Kenya may be classified into two broad types: those done
under the aegis of public companies and those transferred among private companies and
individuals.

Land Transfers by Public Companies

(Generally in the Former Scheduled Areas)

35. A public company in Kenya is any company with more than seven shareholders. Listing is
possible but not necessary. Transfers in this case are particularly simple. Instead of transferring
the land title itself, the parties transfer shares of the company in exchange for cash or other
payment. Thus, for instance, a group of several thousand peasants constitutes itself a public
company and sends representatives to purchase land from another public company. At the
appointed meeting of the representatives of the two companies, the directors of the selling
company all resign at once, and appoint in their place the representatives of the peasants'
company, in exchange for payment. Thus the land is transferred without any change to the title
deeds. The procedure takes a matter of minutes and does not require approval from any
government body. The legal documents are drawn up at relatively low cost.

3-6. One estate agent indicated a typical cost schedule. The average smallholder buyer of land
in Laikipia would pay some Ksh 5,000 per acre for the land itself, plus 300 for registration, 700
for water pipes, pumps and engines, 1,100 for survey fees, 500 for the building of a school, and a
final 500 for lawyer's fees and miscellaneous items. The transaction cost element - registration
and lawver's fees - amounts to approximately (300+500)/8100 = 10 % of the total. Estate agents'
tees are usually paid by the seller.

,? The second stage usually followed by a company of smallholders is to divide the land up
into plots for each family. At this point the approval of the Land Control Board (see below) and
of other government bodies must be obtained. For instance, approval must be sought from the
regional officers responsible for health and for water affairs. From the interviews with brokers
and estate agents it would appear that permission to subdivide is usually obtained without
difficulty. However, although the Land Control Act specifies a maximum period of six months for
the granting of permission, the waiting period may be from six months to two years.
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Land Transfers by Private Companies and by Individuals

(Generally in the Former Communal Areas)

38. The second kind of land transfer concerns private companies and by individuals. All
transactions involving these bodies are supposed to be presented to the Land Control Board in the
region for approval. The Board has considerable discretion to void land transactions. According
to the Land Control Act, a Land Control Board "ought generally to refuse its consent to" a
transaction where:

(i) the person to whom the land is to be disposed of-
(a) is unlikely to farm the land well or to develop it adequately; or
(b) is unlikely to be able to use the land profitably for the intended purpose owing to

its nature, or
(c) already has sufficient agricultural land; or

(ii) the person to whom the share is to be disposed of -

(a) already has sufficient shares in a private company or co-operative society owning
agricultural land; or

(b) would, by acquiring the share, be likely to bring about the transfer of the control
of the company or society from one person to another and the transfer would be
likely to lower the standards of good husbandry on the land; or

(iii) the terms and conditions of the transaction (including the price to be paid) are
markedly unfair or disadvantageous to one of the parties to the transaction.

39. Phrases such as "sufficient agricultural land", "sufficient shares", and "markedly unfair or
disadvantageous" are highly subjective. Discussions with one senior officer of the Land
Commissioner gave no clue as to what rule of thumb is generally followed to determine the
meaning of these adjectives. No information could be obtained from the Land Commissioner as
to what proportion of requests were turned down by the Board, or upon which grounds.

40. The best guess on the basis of interviews is that the Land Control Board does give its
approval to land transactions. The volume of the requests is so large that the Board would be
swamped if it attempted to go into minutiae. On the other hand, the onerousness of the
regulations does discourage many from obtaining legal certification. Simplification of the rules
would endure transparency and greater efficiency in operation.

Rates of Land Transfer

Communal Areas

41 How much land is transferred? We would ideally like to construct figures comparable
with those of developed countries, where approximately I to 3% of the agricultural land surface
passes through the land market each year. It would be interesting to know whether land
transactions in Kenya move at a broadly comparable velocity to those in developed countries.
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Data on land areas transferred were not available. Hence we are forced to rely on a number of
proxies.

42. Table 3.6 presents data on transfers, successions and subdivisions performed under the
Registered Land Act, which is used for titles in the "communal" areas (excluding towns and the
former Scheduled areas).
43. Experts in the area believe that many more land transactions go on than are taken to the
Land Control Boards. Hence the numbers obtained from the Land Commissioner should be
treated as a lower bound on the total amount of land market activity. According to Kenva
Farming Systems Series: No. 6: "Kakamega", some 58% of a sample of farmers in Kakamega
district with less than 2 ha of land had obtained their land through purchase from other individuals
(the other categories were inheritance and "purchase" through a government-organized settlement
scheme).

I ablc 3 6 Registered Land Market Activity in "Communal" Land Areas in Selected Districts

Number of tittiles
as of Decembcr Titics Transferred Successions (%) Subdivisions (%)

1993 (e)
District 1990 1991 1990 1991 1990 1991

H3anngo) 22661 1.8 0.8 0.06 0.04 0.3 0.4
]Hungoma 66732 1.8 1.4 0.13 () 14 0.7 0.8
13usia 54476 2.6 2.4 0.36 0.23 1.6 1 1
:Jlgc%o-Marak%%wct 17141 1.0 0.8 - 0 13 - 0.1

EImbu 72520 1.4 1.9 0.18 0.29 0.9 (.8
Kaliad(o 39167 5.5 5.2 0.27 0.23 2.0 1.9
Kakamegia 212415 1.0 0.8 0.14 0.13 0.5 0 4
Kericho 87489 0.6 0.6 - 0.09 0.3 0.3
Kmambu 155712 5.2 3.1 0.66 0.52 03 (.2
Kiihfi 17559 4.9 1.6 0.01 0.01 0.2 0.4
Kinvnyiga 50998 2.2 2.5 0.23 0.46 0.5 2.0
K;sif 69587 1.7 1.0 0.26 0.23 1.1 0.7

Kisumu 84308 1.2 2.0 0.001 - 0.3 0.5
Kilu, 34659 0.9 0.7 0.07 0.10 0.4 0.3
K"a1c 40257 1.3 - 0.002 - O.2 -

Sourcc IRc:ords of the I)cputy Chief Land Rcgistrar

44 Interpretation of the data in Table 3.6 is not direct because transactions may overlap. For
instance, a plot may be subdivided into five parts (recorded as one subdivision transaction), and
then three of these parts may be given to sons (recorded as three successions), and the last two
sold to sons-in-law (recorded as two transfers). We cannot simply take the percentage of titles
transferred annually and compare this with the developed country numbers because plots are
frequently subdivided immediately prior to transfer or succession. To complicate matters further,
the column "subdivisions" is partly composed of lands formerly in the Scheduled areas which were
re-registered under the Registered Land Act which apparently facilitates the subdivision process.
Assuming the annual transfer rate is about 2%, and that the average plot is split up among five
children prior to transfer, we are left with a transfer rate in Jerms *of area. of about 0.4% per
annum This is well below the developed country rate of I to 3% but it should be borne in mind
that this is a lower bound because many transactions are not recorded.
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45. We can conclude that land markets in the "communal" areas of Kenya are active
and that the procedures governing it are not unduly inflexible, but that the rate of transfer
is slow.

The Former "Scheduled" Areas

46. Aerial photographs of the Department of Resource Surveys and Remote Sensing
(DRSRS) were examined for any light they might throw on land settlement in the former
Scheduled areas. For brevity's sake, only the district of Laikipia was studied in detail. Aerial
photographs have been taken either once or twice a year of all agricultural areas of Kenya. The
average height of the plane was 1500 feet. The photography was executed with a 20 mm wide-
angle lens. Each slide thus created encompasses an area of some 50 hectares. Currently the
photographs are taken along north-south lines 5 km apart, at intervals of 2.5 km along the line, so
that the photographs constitute a 4% sample of the land area. In the 1 980s the lines were 10 km
apart, making a smaller sample: 67 for the district of Laikipia in 1986, vs. 200 in 1993. For the
year 1993, it was decided to examine every second slide, making 100 in all. The color slides
produced reveal many details: the crops grown, the sizes of fields, the number of structures, bush
vs. grazing vs. forest land, etc. Their chief purpose is to estimate the maize and wheat output of
the country.

47. The number of structures in each slide was counted and an estimate was made of the field
sizes. Structures here include houses, huts and sheds. Bins for maize storage such as those
covered with thatch or corrugated iron were not counted. For field sizes, a size of 2 hectares was
arbitrarily selected as the cut-off point. If the majority of the area in the slide took the form of
fields of 2 ha or more, the slide was classified as having "large fields"; otherwise, it was classified
as having "small fields". The results are presented in Table 3.7.

'Iahlc 3.7 Population and Ficld Sizcs in Laikipia District, 1986 and 1993

1986 1993

Number of slidcs exammned 67 100
Mean number of structurcs per slide 9 14
% of slides with "largc fields" 36 15
% of slides with "small ficlds" 4.5 24
% of slides with no cultivation 59 61

Source Author's cstimates based upon acnal photographs of the Department of Resource
SurvcN s and RZemote Sensing Notes with slidc numbers and corresponding obscrvations are
availablc upon request from the author.

48 On a small sample of the total land area, i.e. about 2% in this case, the margin of error is
considerable. Nevertheless it is safe to conclude that the number of structures in rural Laikipia
increased by about 50% between 1986 and 1993, making a growth rate of about 7% per annum,
well above the 4% population growth rate. Some of the increase is due to new
settlement/subdivision of large farms, as is visible when, in a large empty expanse, clearings have
been made for a farm of one or two hectares with precise demarcation of boundaries, and the
house is still rudimentary and not all the expanse has been taken up. In other instances, the



60

increase is due to subdivision of smaller properties, as is evident when two or three homesteads
are observed in the 1993 photograph in place of the single homestead in the 1986 photograph.

49. Parallel with the increase in the number of structures there was a decrease, on the whole.
in the size of the fields cultivated. In 1986, some 36% of the slides were covered mainly with
"large fields" of 2 ha or more. By 1993 this had fallen to 15%. The percentage of slides with
mainly "small fields" of less than 2 ha had risen from 4.5 to 24. The percentage of slides with no
cultivation - with only forest, bush or grazing land - remained about the same, at some 60%.
Interestingly, there does not, at least in the case of the district of Laikipia, appear to have been a
large amount of encroachment onto forest or a significant amount of conversion of grazing/bush
land into cultivated land. The increased population and subdivision has apparently occurred
within areas of existing cultivation.

50. The Laikipia slides confirm the anecdotal evidence from estate agents, farmers and
government officials: smallholders are both dividing up their own farms among their descendants
and are succeeding in buying up large farms and subdividing them for their own residential use
and cultivation.

ACCELERATING THE PROCESS OF SMALLHOLDERS LAND PURCHASE

52. Clearly, an active and lively land market exists in Kenya and the larger farms are slowly
being brought by smallholders. This is an important feature of the rural economy in that
generally, smallholders rarely buy land from the large farmers even though they are more efficient.
Unavailability or the high cost of long-term credit and low savings generally constrain small
farmers. Often, as in the case of Kenya, land prices are distorted upwards by government-
subsidized loan programs which are pitched at larger farmers. The subsidy is quickly capitalized
into land prices, and drives the price of land above the capitalized value of the agricultural income
stream, making it impossible for the poor to buy land without reducing their consumption below
the level of their potential earning in the labor market.

53. In addition, for several reasons, large farmers tend to sell land in large chunks. In Kenya,
a farmer who sells a farm as a block is not taxed for the transaction, but if she/he splits up the
farm and sells it in small pieces, the transactions are taxable as though the owner were a land
dealer. Physically separated and poorly educated peasants face an asymmetry of information.
Without regular access to newspaper, telephones and cheap transport, it may be prohibitively'
costly for them to make purchases individually.

54. Ih is quite extraordinary that in Kenya, despite these difficulties, smallholders have bought
land, surmounting some of the difficulties by forming themselves into syndicates of peasants.
Transfer mechanisms are quick and relatively cheap, particularly in the former scheduled areas
The process is, however, slow because savings are accumulated over long periods for the
purchase of one or two acres, and the supply is constrained (and land prices distorted) by tax
policies and credit programs. The removal of these artificial supports would clearly make a
difference, as indicated earlier, to both the supply and prices of land.
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55. Eliminating any special rules that enable large farmers to depreciate their capital
equipment more rapidly than other taxpayers, and closing loopholes perrnitting agricultural losses
to be written off against non-agricultural income would also have a similar effect. The
government could also make special arrangements with banks to help heavily indebted farmers to
leave agriculture , in return, the Government would insist that the attached properties be sold to
smallholders or to smallholder buying companies. On the demand side, simplifying the le-gal
processes involved in subdivision and providing assurances of phvsical infrastructure would make
a difference.

FARM SETTLEMENT FOR SPECIFIC GROUPS OF PEOPLE

56. The Kenyan Government has continued to settle landless Kenyans on government land.
The pace of such settlement has almost certainly slowed compared to the years immediately after
Independence, although unavailability of data makes it impossible to ascertain whether this is the
case. It is also unclear as to what the characteristics of those settled are. Experience in other
countries suggests that the poorest are usually not in a position to save sufficient funds to
purchase land on their own and should be the prime candidates for Government-aided settlement.
Kenya should consider expanding, and if necessary, refocusing its settlement programs on specific
groups among the poorest - women's groups and the rural landless for example. Settlement for
specific groups of people could be seen as an opportunity of raising the welfare of the poorest of
rural dwellers.

57 Clearly, the availability of land for settlement is an issue. One option to consider is the
purchase of land on a market-based willing seller basis. Some idea of the scale of the likely costs
of this form of intervention is conveyed by Table 3.8, which lists the costs of various land
settlement programs around the world. These data must be interpreted with great caution, since
the underlying assumptions about accounting methods, financing procedures, farm sizes, product
types and repayment rates differ from project to project. The World Bank projects are frequently
more expensive than the others, reflecting partly the fact that many of these schemes are for trees
or perennial plants whose investment costs are higher. Furthermore, the World Bank projects
usuallv include the costs of the land reform agency (typically in the form of salaries for the staff
occupied with the day-to-day running of the scheme), but exclude the costs of the time of
government personnel and decision-makers. Most of the other projects listed in Table 3.8 exclude
the costs of the land reform agency itself, and include only the direct costs of land purchase,
capital and machinery grants, subsistence grants, training, infrastructure, etc. Most of the sources
did not provide detailed indication of where the money was going. In particular, few of them
indicated the split between grants and loans; it appears that most of them are all-inclusive in the
sense of listing only the total costs of the project, as though the beneficiaries did not pay anything
One exception to this is the South African plan, from whose costs were subtracted the
contribution (about 20% of the total) of the beneficiaries.
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Table 3.8 Costs of Land Settlement Compared
Cost pr Family ('93 US$) Cost pr Hectare (93 USS)

Settlemcnt Scheme Source Mcan Mcdian Mean Median
World Bank funded Project, 1970s Gocring (1978)

Rain-fed 27,000 17,000 3,600 1,900
Irrigated 36,000 34,000 34.000 6,300

Italian Land Reform, 1950s Warrincr (1989) 14,000 - 2,400 -

Kenyan Million-Acre Scheme, 1960s Hazclwood (1985) 4,500 - 400 
Zimbabwean Land Reform, 1980s Kinsey (1983 7,800 - 120
Israeli Settlement, 1950s Digby (1963) 22,000 - --
USA Ncw Dcal scttlemcnt Plans, 199' Salamon (1979) 17,000 - - -

South African Settlcmcnt Plans, 1993 Binswangcr et al (1 993) 6,100 - 340 

Note: These calculations reflect a wide varicty of accounting methods and financing assumptions and should not thcrclorc bc
taken as indiicating anything more than the relevant ordcrs of magnitude.

58. Having made these important qualifications, it appears that the Kenyan, Zimbabwean and
South African Schemes of land reform have generally been lower than the USA New Deal, Israeli,
Italian or World Bank schemes. At a cost of US$ 5,000 to US$ 8,000 per family, this form of job
creating is far cheaper than urban and industrial job creating; and it should be borne in mind that
the creation of these farms is also likely to increase the total demand for labor.



CHAPTER 4 SOCIAL SECTOR SPENDING: INEQUALITIES
AND SUBSIDIES

1. It was shown in Chapter I that social sector indicators such as school enrollment, infant
and child mortality vary significantly among expenditure groups. This chapter analyzes spending
in these sectors. Table 4.1 shows the substantial investments made by the poor in health and
education and the marked differences, both in absolute terms and relative to their income: per
capita health expenditure by the poor is 1/5 of the rich, and on primary education it is 40%. In
secondary education, per capita expenditure of the poor is 23% of the rich. Significant
differences are present as well when per student expenditure is considered.

I ablc 4 1 Private Spending on Hcalth and Education 1992 (Ksh per year and %)

Share in Share in Health Share in
Primary Non-food Secondarv Non-food Expenditure Non-food
School Expenditure School Expenditure Expenditure

pcr per per capita per per per capita per capita per capita
capita student capita student

Ploor 1H 365 11.4 75 4301 7.4 32.0 3.3
Non-poor 270 1083 3.5 330 9278 4.8 1524 2 1
All 213 782 4.3 226 8006 5.0 103.9 2.2

Source: WMS '92

2. These differences reflect private decisions that take into account the costs (monetary and
time costs) and expected returns on the investment. But they also reflect an inability on the part
of the poor to invest as much as they would like because of income and credit market constraints
and suggest that the poor do not obtain the same quality or amount of services that the non-poor
do There are also well known externalities to having a well-educated and healthy population.
Educated women tend to have fewer children who show lower levels of under-nutrition disease
and mortality for example. Equity and humanitarian considerations imply that the poorest be
helped to achieve minimal standards of health and education and to improve their future
prospects. For these reasons, this chapter examines the poverty focus of public expenditures in
the education and health sectors, and considers the extent to which public expenditures have been
able to target the poor, and compensate for their lower command over resources.

EDUCATION -

3 Kenya allocates a significant proportion of its resources to education. It is estimated that
9.2% of GDP was devoted to education in 1992/93, of which households contributed half
\Within public spending, about 60% went to primary education, and 17% each to secondary and
university education. Within household spending, a little more than 25% each went to primary
and secondary education, more than 40% to vocational and other training. Households spent
practically nothing on university education. How is this spending (both private and public)
distributed across income groups, and between the poor and non-poor in Kenyan society?
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4. Before we proceed to analyze the distribution, it is important to note a number of
characteristics of the Kenyan education system which influence expenditure patterns in the sector.
First, the state is the most important provider of education services. The private sector's role is
relatively minor, although this varies by level of education. About ].5% of primary schools were
'private' in 1991 (classified as either 'unaided' or 'assisted' rather than as government
'maintained' schools). The private sector accounts for about 9% of all secondary schools, and
6% of university places were in private universities.

5. Second, apart from the university sector, the role of the state is largely confined to
financing leacher salaries. About 90-95% of recurrent public spending on primary schools
consists of grants to the Teachers' Service Commission. Development spending by the public
sector is insignificant (most of which is targeted to districts in arid and semi-arid areas). About
85-95% of recurrent spending on secondary education is for teachers' salaries and benefits.
Development spending on secondary schools has also been only a small proportion of total
spending in the sector.

6. Third, as a corollary to this focus of public spending, households typically contribute a
significant proportion towards the education of their children. Such contributions not only cover
personal recurrent costs (such as school uniforms, stationery and books), but also school-based
development costs, contributed as part of the community (harambee) support to local schooling.
Tuition fees are applied in the public school system at the secondary level, increasing the financing
burden on users further. In short, the government typically contributes about 2/3 of the total cost
of each primary enrollment and only 1/3 for each secondary-school pupil, with the balance coming
from the households themselves (Table 4.2).

*lahic 4 2 Houschold Expenditure on Education by Level and Category, 1992/93 (Ksh pcr studncit pecr vear)
# of Fees Uniforms Books Harambec Total Gtn.

Observations Subsidv
Primary:
All primarycnrollmcnts 3767 238.76 213.94 166.25 163.21 7X2.16 1520.79
I'oor prnmarv cnrollmcnis 1563 59.79 123.93 96.52 85.05 365.29
Non-poor pnmary cnrollmcnts 2204 367.36 279.39 216.80 219.2(0 10(12 75

Secondan:
All seLondan cnrollmcnts 853 6595.67 505.12 476 07 428 76 80)00.22 40(76 1
loor Sccundar% enrollments 213 3625.28 295.29 208.2() 172 541 *1Pi 30
Non-pour sccondary 64(0 7610.37 576.93 570.66 521 66 ')927 62
enrollments

Univernit%:
All univcrsit enrollmcnts 18 3685.99 103.53 468.1, 106.50 4124 21 1 7(o (t
l'oor universiL! enrollmcnts 6 3972.79 226.9')9 28.17 00( 4228 1S
Non-poor univcrsilt 12 3548.91 44 Sl 678.36 246 17 4517 96
cnrollments

Sournc WMS '92 and MOIE
Note Ihe poor/non-poor distribution is madc on thc baisis of the level of houschold expel)dilire I sinmnaie li
un,.crhat%-Jcvcl expenditures must bc intcrprctcd with carc because of the smiall number of observationis

7 Fourth, an important distinction should be made between the 'maintained' and the
'assisted' secondary schools. The former were previously the Board of Governors' schools which
the government maintained, while the latter were the previous 'harambec' schools, set up and
maintained through community efforts. Since 1988, the distinction between Board of (iovcrnors
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and harambee schools has been abandoned, although these two categories continue to be
distinguished in the government accounts. Presently, the maintained schools have larger claims on
government resources; they are allocated significantly higher allocations for teachers' salaries, and
benefit from all grants paid to date. The difference in public-sector spending on these two classes
of secondary schools should ideally be taken into account in the benefit incidence analysis, since it
is likely that poorer groups tend to use harambee rather than maintained schools. However,
because of data limitations, it is not possible to make the distinction. It is likely, therefore, that
the analysis presented here will tend to overestimate the subsidy received by lower income
groups, and underestimate the degree of inequality in public subsidies to education.

8. Finally, mention should be made of the incidence of boarding in Kenyan schools, at both
the primary and secondary levels. This has the obvious implication of raising the costs of
schooling. Since public subsidies finance teachers' salaries mainly, the further implication is that
private costs are made higher.

9. In 1993 there were 15,336 primary schools in Kenya, with about 5.6 million enrolled
students, and 2,638 (public and private) secondary schools, with about 650,000 enrollments.
Enrollment in public universities increased from just 8,900 in 1984 to about 40,000 in 1992/93.
The government also allocates grants to other post-secondary education institutions, notably
polytechnics, Teachers' Training Institutes and Institutes of Technology. Enrollment in these
institutions amounted to about 21,550 in 1992/93, although the implied government subsidy
involved is significantly less than, university funding.

Enrollment Rates

10 Table 4.3 reports enrollment rates at the primary and secondary levels, dis-aggregated by
decile, gender and region (urban and rural areas). Primary enrollment rates are generally high by
African standards, though still some way short of universal primary education: the lower
expenditures groups have less than full enrollment. The net rate was 73% overall, with little
regional and gender differences. However, primary enrollment rates increase with income: for
the country as a whole, the bottom decile recorded a net rate of just 63% compared with 76% for
the top decile. Clearly there is still scope for raising primary enrollments among the bottom
decile Gross enrollment rates (not shown) consistently exceed net rates, and are generally
greater than unity, which reflects the age mismatch in primary enrollments - a significant number
of primary enrollments were above primary school age. This is either due to late entry into
primary schooling, or to grade repetition. Evidence suggests that grade repetition and drop outs
are serious problems in the Kenyan primary education system. The ratio of standard 8
enrollments in 1992 to standard I enrollments in 1985 is only 0.46. This transition rate is certain
to be even lower among the lower expenditure deciles.
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Tablc 4.3 Net Enrollment Rates by Decile, 1992/93
Rural Urban Rural and Urban

Males Females Total Males Females Total Males Females Total

Primary Enrollment

Dccile

1 .62 .63 .63 .29 .50 .45 .62 .63 .63

2 .74 .72 .73 1.00 1.00 1.00 .74 .72 .73
3 .73 .72 .72 .69 .54 .61 .73 .72 .72
4 .73 .75 .74 .41 .65 .50 .72 .74 .73

5 .72 .72 .72 .67 .58 .63 .72 .72 .72
6 .75 - .76 .75 .72 .89 .83 .74 77 .76

7 .77 .76 .76 .72 .64 - .67 .76 .75 .75

8 .74 .82 .78 .66 .71 .68 .73 .81 77

9 .77 .78 .78 .70 .85 .7X .75 .80 .78
10 .80 .77 .78 .75 .69 72 78 .74 76

Total .73 .74 .73 .69 .74 .72 .73 .74 .73

labic 4.3 Net Enrollment Rates by Decilc, 1992/93

Rural Urban Rural and Urban

Males Females Total Males Females Total Males Females Total

Net Secondary Enrollments

Decile
1 .03 01 .02 .00 .00 .00 .03 .(1 .02

2 .05 .03 .04 .00 .36 .27 .05 .03 .04
3 .06 .05 .05 .00 .00 .00 .06 .05 .(5

4 .04 .07 .06 .00 .28 .08 .04 (08 .06

5 .14 .(8 .11 .00 .00 .00 .14 .(8 .I I
6 .15 .11 .13 .07 .03 .05 .14 .10 .12

7 .10 .17 .14 .17 .27 .23 10 .18 .14

8 .19 .16 .17 .20 .17 .18 .19 .1( .17

9 .23 .22 .22 .20 .28 .24 .22 .24 .23

10 .17 .17 .17 .33 .19 .25 .22 1 X .20

Total 11 .1( .1( .21 .21 .21 12 l I 11

Sourcc: WMS'92
Note A dccilc is onc-tcnth of thc population.

IH Secondary enrollment rates are significantly lower, the net rate being just 11% for
the population as whole. The ratio of (secondary) Form I enrollments in 1992 to Standard 8
(primar) school) enrollments in 1991 was just 42%. Similarly, of the 420799 candidates for the
KCPE examination in 1992, only 173,052 enrolled in Form 1 of secondary school in the same
year. This gap between potential secondary enrollments and actual enrollments is a significant
feature of school enrollments in Kenya. It seems likely that households are deciding not to pursue
secondary schooling for their children even though they have the potential to continue in school.
The fact that schooling costs increase markedly with secondary schooling is a key factor.
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12. There is some evidence of gender differentiation in favor of male secondary enrollments in
the lower expenditure deciles for rural areas. Urban enrollments are significantly higher than in
rural areas (a net secondarv school enrollment rate of 21% compared with 10%). Enrollment
rates vary enormously with the expenditures deciles. Over a fifth of the secondarv school aged
population in the top two deciles were enrolled in secondary schools (taking both rural and urban
areas), while secondary enrollments among the lower deciles were negligible. The extremely low
levels of secondary enrollments among the bottom four deciles is clearly a matter of policy
concern. Similar patterns are in evidence for gross enrollment rates.

13. In sum, income or expenditure levels appear to be the main source of variation in primary
school enrollments. They are also key influences on secondary enrollments. Urban-rural, and to a
lesser extent, gender differences are found in secondary enrollments. The enrollment data also
reveal problems of age-grade mismatch caused by late entry and grade repetition. Drop-outs are
also a problem, with low transition rates, especially between primary and secondary education.

Incidence of Education Subsidies

14. Table 4.4 presents the estimates of public sector subsidies (expenditure) per student. It
can be seen that the level of subsidy at the secondary school is two times as much at the primary
school and is highest at the university level. In order to understand the implication of this pattern
of per student subsidies on the welfare of the poor, it is necessary to translate the per student
subsidy to per capita subsidy. This is done quite simply by multiplying the per student subsidy by
the number of students enrolled in each family, and dividing the total subsidy by the number of
people in the family. Table 4.5 reports the results of this exercise. The per capita subsidy is
greater for primary schooling - Ksh 414 for the country as a whole as compared with Ksh 115 for
secondary schooling, and Ksh 63 for university education. This reflects, of course, the high rates
of enrollment at the primary level. Thus, although the per student subsidy at the primary school
level is less than 40% of that at the secondary school level, because primary enrollment is high,
the average family gets a higher subsidy than at the secondary school level where enrollment is
limited At the university level, the enrollment is so limited that the average family gets no
subsidv at all

I > There is another aspect of subsidies that is worth noting. At the primary school level, the
poor families get a greater per capita subsidy, i.e., Ksh 429 compared to Ksh 269 for the top
decile. This is again due to the fact that poorer families typically have a higher number of children
and therefore more enrollment. The progressive character of primary education is even more
marked in relative terms, with the subsidy accounting for 34% of per capita expenditure of the
lowest expenditure decile and less than 1% of the per capita expenditure of the top decile. On the
other hand, the incidence of the subsidy at the secondary school level is regressive. The bottom
decile obtains only Ksh 28 per capita, while the top gets Ksh 158 per capita.
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Table 4 4 Public-Sector Recurrent Expenditures on Education, 1992/93
Primarv Secondary Tcchnical Secondary & University

Technical
(1) (II)

Recurrent Spending (Ksh niil) 8448 2442 32 2472 250- 2502
Revenue from Cost Recovery 0 0 0 0 820 32.8
(Ksh mil)
Net Expenditure (Ksh mil) 8448 2442 32 2474 1682 2469.2

Enrollments (MOE) 5,555,000 585,299 21550 606849 40000 40000
Enrollments (WMS) 6,175,876 641,291 - 641,291 23124 23124

Subsidy perstudent(MOE)Ksh 1520.79 4172.23 1476.81 4076.51 42050 61730
Subsidy pcr student (WMS) Ksh 1367.90 3807.94 3857.57 72738 106780

Note: University 1: cost recovery assumes 100% rccovery of student loans.
Univcrsitv 11: 4% of studcnt loans arc rccovcred.

Sourcc: World Bank (1993). Rcpublic of Kenya (1993)

TIable 4.5 Distribution of Education Subsidies Per Capita by Decile and Level of Schooling 1992193

Primary Level (Ksh/year) Secondary Level (Ksh/ycar)
L>ccile Rural Urban Total %of2I11 %ofSharc Rtural Urban lotal % of I111 % of Sharc

Expenditure of Subsidies ]-.xpcnditurc of Subsidics

1 429 374 429 33.9 10.4 29 0 28 2.3 2.5
2 473 434 473 28.6 11.4 46 11) 46 2.0 4 ()
3 481 277 476 15.7 11.5 90 113 91 3.0 7I 9
4 471 241 461 11.9 11.2 72 (4 72 1.9 6.2
5 448 233 440 9.1 10.6 118 50 116 2.4 10(.
6 445 337 436 7.2 10.7 170 51 161 2.6 14 1
7 437 291 420 5.5 10.0 159 144 157 2.1 13.5
8 425 245 390 3.9 9.4 152 81 139 1.4 12.1
9 379 266 341 2.3 8.3 176 197 183 1.2 15.9

1( 358 179 269 0.5 6.5 168 148 158 03 13.7
Total 441 237 414 2.8 100.0 112 137 115 (1.8 M (i

16. Figure 4.1 summarizes these results in the form of Lorenz distributions, and compares
them to the Lorenz curve for total household expenditures. A Lorenz curve plots on the
horizontal axis the percentage of population. On the vertical axis, it plots the percentage of the
total subsidy received. A straight line drawn diagonally from the origin indicates a hypothetical
perfect distribution of subsidies, i.e., the bottom 10% of the population getting 10% of total
subsidies, the bottom 20% getting 20% of the total and so on. If the actual distribution lies above
this line, then it implies that the lower income groups are getting a higher than proportionate share
of total subsidies, the reverse is the case if the actual distribution lies below the hypothetical line,
i.e., the lower income groups are getting less than proportionate share of the total subsidy.

17. As can be seen, the incidence of primary school spending by the Government is clearly
progressive with the Lorenz curve rising above the diagonal. The Lorenz curve for the secondary
school subsidy is weakly regressive. Similar conclusions apply to the university subsidy, only the
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degree of regressivity is greater. These results show that as expected, public expenditure on
primary education is well targeted, with the bottom 50% of the population(i.e., those
identified as falling below the poverty line) obtaining 55% of the total subsidv. On the
other hand, the bottom 50% of the population gets only 31% of the total subsidy on
secondary education and therefore public expenditure is highly regressive, i.e., mainly
benefiting the non-poor.

Figure 4.1 Lorenz Curve for Household Expenditure and Education
Subsidies
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Policy Implications

17. What are the implications of the incidence results for government policy? To answer this
question, it is necessary first to delve behind the subsidy incidence numbers themselves, and to
gain an understanding of the underlying factors which determine them. For example it is
important to establish whether the level of subsidy to an income group is a result of the
demographic characteristics of the decile, i.e. the number of school age children in the famnily,
which are outcomes of longer-term fertility behavior. Or is the incidence pattern a result of the
current decision-making by households, i.e. parents' decisions to send children to school or not.
This issue is explored in the following section.

Decomposition of Education Spending Incidence

18 The observed differences in the education subsidy arise from the mix of factors which
determine the numbers of enrolled children at each level of schooling in each of the deciles. These
can broadly be classified into two categories: demographic faclors, which determine the numbers
of school-age children in each decile; and behavioralfactors which determine the extent to which
the school age population in the decile is currently enrolled in school. To what extent is the
progressive pattern of primary-school subsidies and the regressive pattern of secondary-school
subsidies a reflection of underlying demographic realities, or of the decision-making behavior of
the deciles?
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19. It is possible to decompose differences in the subsidies across the deciles into these two
broad components. Consider the following identity:

Al -N, L ) N,5 E, ,S
E_ N, N,

where Ei is the per capita education subsidy at each level (primary, secondary and university) for

decile i, Ni the total population in the decile, Di is the population of school age for the specified

level of schooling, Ri is the total number of enrollments at the specified level of schooling in decile

i, and S is the per enrollment subsidy. N and S do not vary across the deciles, so that variations in
the education subsidy per capita are due to differences in the ratios (Di/N1 ), or 6i and (Ei/Di), or

ei. Broadly, the first of these reflects the demographic characteristic of the decile, i.e., the number

of school-age children relative to the population in an expenditure group. The second term is the
enrollment rate of the expenditure group. For example, variations in 5- might reflect a larger

number of school-age children among poorer households. When applied to primary schooling, it
may in turn be a manifestation of life cycle effects, with poorer households, being younger, having
relatively more children of primary-school age (Seldon and Wasylenko, 1992).

20. Using the above identity, differences in education subsidies across the deciles may be
decomposed in order to identify the relative contributions of demographic and behavioral factors.
Table 4.6 compares the subsidies received at the primary and secondary levels by the bottom and
top quintiles. (A quintile is 20% of the population). The quintiles are chosen for this comparison
(rather than a poor/non-poor comparison) in order to maximize the differences in subsidies, and
illustrate more dramatically the relative contributions of underlying factors. The table reports
what the per capita subsidy paid to the bottom quintile would have been had the demographic
structure of that quintile been the same as the 5th quintile. A second simulated subsidy is
generated by assuming that the enrollment pattern of the bottom quintile is identical to that of the
fifth quintile. The exercise shows that demographic factors rather than enrollment patterns,
are the dominant explanation for subsidy differences at the primary level. The lowest
quintile receives an actual per capita primary subsidy of Ksh 450.80, which compares with Ksh
304 95 for the top quintile. If the first quintile had only as many children as the fifth quintile. it
would gain only Ksh 283.85 per capita through the primary subsidy. Whereas the actual subsidy
difference is Ksh 145.85 in favor of the poorer group, if there were no demographic difference
between the quintiles, the subsidy going to the I st quintile would be Ksh 21.10 IOess than thc fifth
quintile. If the bottom quintile exhibited the enrollment pattern of the 5th quintile, retaining its
own demographic structure, its per capita subsidy would increase (marginally) to Ksh 484.3 1. In
sum, the progressive pattern of primary education subsidies is due almost entirely to demographic
differences across the distribution, i.e., because poor parents have more school-age children and
do enroll most of them in primary school.
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Table 4.6 Decomposition of Education Subsidv Differential: Top versus Bottom Quintilc

Population School-age Enrollmcnts Actual Subsidy vw/ Subsidy w/
Subsidy Switched Switched

Demographic Enrollment
Structure Pattern

(Ksh per capita)
Primarv Education

Istquintile 4540112 1342574 1345799 450.80 283.85 484.31
5th qumtilc 4547087 846665 911793 304.95

Difference 1/ 145.85 -21.10 179.36
Secondan; Education

Ist quntile 4540112 456249 41682 37.43 34.01 187.39
5th qamitlc 4547087 415250 189944 170.29

Diffcrcncc I/ -132.86 -136.28 17.10

/ Dclined as thc difference between the actual/simulated subsidy to Ist quintile and the actual subsidy to
5th quintile
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Box 4.1
Primary Education and the Poor

Poor parents place a very high premiun on keeping their children in school. They sell what they have, brce bcer,
pray; hawk produce; join self-help groups; cajole teachers into letting the children stay in schools; pay in bits and pieces,
and sometimes become destitute trying to keep their children in school. Some poor parents even report marrying their
daughters off early to receive a bride price to enable the rest of the children to continue school. Many children, usually in
the arid districts, drop out seasonally and go back when there is enough money.

Although primary schools are supposedly "free" the costs are constantly increasing. These include building
funds, activitv fees, books, extra tutoring fees, equipment for the laboratory, etc. Many schools now levy examination fees
before exams even in lower grades (Ksh. 200 /child), another new cost that parents have to pay.

Analysis of data collected in the Participatory Poverty Assessment showed that 32% to 63% of households
interviewed in poor districts had one or more child who had dropped out of primary school (see tablc below). Thc majoonty
reported inability to pay school fees as the reason.

Drop-out Rates and Gender in Poor Communitics

Kw.le Kitui Mandera Nyamira Kisumu Bomet Busisa Total

HHs w/ Drop-outs(%) 43 59 32 32 29 27 63 42
Gender Preference
(% of HHs)

Boy 33 25 61 17 19 16 16 27
Girl 52 . 60 37 83 57 60 61 58
Eithea 15 15 3 - 24 24 23 15

No. of Observations 75 75 74 65 75 75 75 514

When parents were asked what they would do if they had to makc a choice about who stays in school, 58% of
poor parents responded that they would pull girls out.

Only three in the entire sample of more than 200 households had received bursanes from local authonties.
Despite these problems, school children hoped to continue onto secondary school, although in half the distncts childrcn
said that the probability of that happening was less than 50%. Thc district-wide drop-out rates rangcd from 18% to g l% at
the secondary school level.

Almost everywherc a physical deterioration of facilities was obscrved, and additionally, therc were no books,
desks or equipment. In the words of a fourteen year old school child in Kwalc.

"I came to school because I have docided to be a lawycr because when I grow up, I want to be a leadcr Our
school has many problems. T'her are too few teachers. We have no books, blackboards, no toilct, no watcr and no dcsks
Poor children in this school need assistance so that they can buy books, clothes and pay school fces In my famrily two
children dropped out of primary school in the last two years because of no money to buy school uniforms or pay school
fees.

I know that my chances of going to secondary school arc very low My father wants mc to go, but he has nothing
I came to school on foot, and I do not have any lunch bccause thcre is no food

21. The decomposition exercise reveals quite the opposite for secondary schooling. The I st
quintile actually receives a secondary subsidy of just Ksh 37.43, which is significantly less than the
subsidy to the top quintile (Ksh 170.29). The subsidy falls slightly to Ksh 34.01 with the
simulated demographic structure, but increases dramatically to Ksh 187.39 with the top quintile's
enrollment pattern. Not only are levels of secondary enrollment low for all groups (the net
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enrollment rate even for the top decile is just 20%), but differences in enrollment behavior (and
not underlying demographics) determine the distribution of secondary subsidies across the deciles

22. What should be the focus of education policy, then, from the point of view of equity and
poverty reduction? First although public expenditure on primary education is equitably
distributed, and enrollment is generally high even among the poor, there is scope for further
improvement. The pattern of relatively high enrollment is coming under great stress, particularly
for the very poor families and for females. Box 4.1 shows the results of the Participatory
Assessment done in early 1994. It shows that poor communities are finding it very difficult to
keep children in school mainly because of the costs. There is a high rate of drop out, and in times
of economic stress, nearly 50% of families said that they would pull girls out of school. The need
to reduce the private cost of education through bursaries, particularly for girls, is urgent. At
present, there is no system of means-tested bursaries at the primary school level and this
should be instituted. It would be important to use local institutions and communities to
administer such scheme. There is need as well for providing non-teacher inputs in a cost-
effective way.

23. A second focus should be to raise secondary enrollment rates, especially among the lower
income groups and in rural areas. Here the cost of schooling is even more critical. A key to the
low and uneven enrollments in secondary schooling lies in the cost of such schooling for the
households concerned. As shown earlier (Table 4.2), households spend Ksh 782.16 per child per
annum enrolled in primary school, which compares with our estimate of the annual government
subsidy of Ksh 1,520. And for university education, the government subsidy far exceeds annual
household expenditure (Ksh 61,730 compared with Ksh 4,424). But for secondary schooling, the
picture is quite different. Whereas the government subsidy is estimated to be Ksh 4,077 per
student, households typically face annual bills of Ksh 8,006. This high private cost of secondary
education appears to be the key to understanding the low secondary enrollment rates, and
especially among the lower deciles, where the cost factor is certain to be more critical.

24. The lesson to be drawn from this exercise is that given the existing structure of costs and
cost-sharing between the government and households in secondary education, it is highly unlikely
that enrollments among the poorer sections can be raised sufficiently to give them access to
government secondary school subsidies. If the policy objective is to increase secondary
enrollments among the lower deciles, something must be done to reduce their burden of the costs
involved. Given the WMS evidence of secondary school spending by households, it would appear
that the main expense item is 'fees', which represents 84% of total secondary school expenditures
per student. Although the WMS did not specifically record boarding costs, it appears likely that
thev were included under this item. Some of the measures which might achieve reduction in the
cost of secondary schooling for the poor are similar to those for primary education, i.e., bursaries
for poor students. The Government currently has a system of bursaries for poor students.
In FY94, Ksh 300 million was aUocated to this, equal to almost 10% of the recurrent
spending on secondary education. However only about half the amount was disbursed.
The system of bursaries sbould be continued with particular emphasis on rural areas and
female students.
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25. But more needs to be done. A study is needed to understand better the reasons for
the low enrollment and high costs of secondary education. First, it will be important to
differentiate between maintained public schools which receive the highest subsidy, and
assisted public schools which receive less, and private schools which receive none. The kind
of school an individual attends thus determines the implicit subsidy, and students from
poor families may not have access to the maintained schools. Second, the private cost of
secondary schooling may be higher than necessary because of boarding costs, which can be
avoided if there are good day-schools close to home. If this problem is remedied, school
enrollment will increase both because costs are lower and because schools are nearby. The
most dramatic effect is likely to be on female enrollment.

HEALTH

26. Kenya's health system expanded rapidly in the years after independence. There is presently
one health facility per 12,600 people, 950 persons per hospital bed, 10,000 people per doctor and
950 people per nurse. About 42% of the population is within 4 km. of a rural health facility and
more than 3/4 are within 8 km - good figures by prevailing regional standards. These facilities
generally diagnose and treat common ailments and deliver a basic package of health services
(immunizations, family planning, growth monitoring and pre-natal care).

27. Kenya's health sector can be divided into three major sub-sectors: public, voluntary and
private. The public sector provides about 70% of Kenya's hospitals beds, 62% of them in
Ministry of Health hospitals (8% at Kenyatta National Hospital, the national referral hospital
located in Nairobi). The voluntary sub-sector provides about 1/5 of all hospital beds and the
private sub-sector about 1/10. Similarly, 71% of health centers and dispensaries are operated by
MOH, 14% are run by church-related NGOs and the remainder are split among various other
governmental entities, notably municipalities under the Ministry of Local Government and private
providers. The public sector is clearly an important player, as can be seen in Table 4.7, the less
educated (and poor) in rural areas mostly use public facilities. But they also use private facilities
quite frequently, including those run by missionaries.
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Table 4.7 Pattems of Health Facility Use, 1992/93
Level of Education

Post
None/primary Secondar' Secondary Total Rural Total Urban

Response
NoCare 15.2 12.1 13.2 14.8
Herbal/Traditional 5.5 5.0 5.3 5.4
Drugs 20.7 22.6 22 4 21 .0

Visited Faciliht
Public Hospitals 15.0 17.9 23.7 15.6 28.5
Public Health Centers 23.8 15.7 9.2 22.4 34.5
Public Dispensaries 3.3 2.2 2.6 3.1 13.9

Total Public 42.2 35.8 35.6 41.2 76.9
Other
Private 13.5 20.3 23.7 15.6 10.1
Missions 13.0 4.2 0.0 3.1 13.0

Total Private 16.5 24.6 23.7 17.7 23.1
Total Facilities 58.6 60.4 59.2 58.9 100.0
Source: GOK, Health Care Financing Program's Rapid Household Survey, November 1991 and

April 1993. Schwartz, R.A., et al, A Strategic health Plan for Nairobi Area, Development
Solutions for Africa, Ltd., 1992.

Note: No information was available on the proportion which does not visit a facility in urban areas.
28. The Ministry of Health spends around 2% of GDP on health. It has initiated a number of
country-wide programs, often with the support of donors, to address specific priority health
problems in the country. The most important include: family planning, immunization, diarrhea]
diseases, AIDS, leprosy and tuberculosis and growth monitoring. The share of the Government's
budget devoted to these programs -- i.e., Preventive and Promotive care, although small has
increased in recent years from about 10% in FY85 to over 20% in FY91 (Table 4.8). In general,
preventive health interventions are likely to be equitable in their effects because they benefit
everyone, rich and poor alike. Because the poor are less able to prevent disease without such
interventions, they benefit more. Kenya's progress in terms of improving child health indicators at
least until the mid '80s suggests that these programs have been have been successful on the
whole.

Table 4.8 Percentage Distribution of Recurrent Public Expenditures in
Hcalth (Actual)

FY87 FY88 FY89 FY90 FY91

Curativcllealth Care 79.8 67.8 70.1 70.6 68.8
KNFH 11.6 11.2 97 88 9.2
Provincial Hospital 8.7 17.0 15.3 15 0 15.2
District Hospital 45.3 36.1 41.3 43 0 41.3

Preventive & PromotiveCare 4.2 10.6 8.7 8 7 8.1
Rural Health Services 6.6 11.3 10.4 11.1 13.3
HealthTraining 5.8 5.5 5.3 5.8 5 7
Medical Supplies - 0.7 0.6 0.6 0 6

Sourcc GOK

29. But the bulk of public expenditure is concentrated on the (one) national, provincial and
district hospitals. While these facilities do provide some preventive care, they mostly provide
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curative care. Further, they are not easily accessible to the rural poor, who as Table 4.8 shows.
use hospitals relatively rarely, and who depend on health centers, private and mission facilities.
Funding of rural health services, i.e., health centers and dispensaries, has increased in recent years.
but is still only a fraction of the spending on hospitals. There is a clear bias towards the more
urbanized areas, and inter alia, towards curative services. In the following section. we examine in
greater detail what this bias implies for the poor.

The Incidence of Curative Health Expenditure

30. Table 4.10 provides estimates of the incidence of the public subsidy (expenditure) bv
facility and per visit. It is important to note that the analysis is only for spending on curative
services - about 70% of the total, and is confined to rural areas only. (The main constraint on
extending the analysis to preventive care was that available data on use of services refers only to
those who were sick, it is inappropriate to allocate non-curative expenditures on that basis. The
analysis could not be made on urban areas because of other data limitations.) The data on
expenditure per visit is then combined with estimates of the number of visits to arrive at per capita
subsidies. This translation is based on an important assumption: That the education-based
pattern of facility use shown in Table 4.8 is representative of income-based differences. Because
education can have an independent effect on the decision to seek care at a facility and on the
decision on which facility to use, this is not entirely satisfactory, but is the best that could be done.
31. It is already evident from Table 4.9 that the subsidy on hospital provided care is
substantially higher than on care provided by health centers and dispensaries. The dispensaries
seem to be under-utilized, only 3 million visits to 1555 dispensaries, compared with 15 million
visits to 294 health centers. The lowest subsidy per visit is on health centers, the most
frequently used public facility by the poor.

'Iablc 4.9 Incidcnce of Curativc Hcalth Carc Public Expcnditurcs
Facility Typc

Hospitas Health Ccntcrs Dispensarics Total

MOCI I RZccurrcnt l.xpcnditurc 1.9 0.23 0.12 2.25
FY91 (Ksh mil)
Numhcr of visits (mi]) 12.6 15.4 2.8 30.8
Subsidy per visit (Ksh) 130.9 17.9 40.1
Subsidv incidcncc-Rural Arcas
(Ksh per capita)
I Dxpcndiurcs Dcciles

50.8 11.7 3 17 66.2
61.7 12.3 4.1 78.1

3 72.9 12 7 4.5 90.0
4 68.9 10.11 3.9 83.1
5 89.3 11.6 4.6 105.5
6 104 1 11.6 4.9 120.6
7 87.1 8.2 3.8 99.1
8 105.6 8 4 4.2 118.2
9 100.8 6.6 3.7 111.1

10 123.0 6.5 4.2 133 7
Avcragc 86.4 10.0 4.2 100.6

Source: MO] I and WMS '92
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32. Table 4. 10 also presents the results of translating the per visit subsidy into per capita
subsidy by expenditure groups in rural areas. On average, for FY93, the health subsidy was
Ksh 101 per capita, which represents just under 2% of per capita expenditure. The
distribution is unequal, with individuals in the higher expenditure deciles receiving
significantly larger subsidies than those in the lower deciles. This inequality is a
combination of the fact that the rich visit hospitals more and the per visit subsidy is higher
in hospitals. The reasons for differences in facility use are complex (See Box 4.2 and 4.3) but
several factors may be identified. First the cost of travel and distance are likely to be greater to
hospitals than health centers, thus discouraging the use of the former, especially by the poor.
Second, despite the higher subsidy involved in hospital care, treatment fees are higher (see below)
than in health centers.
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Box 4.2
Facilitv Use and Qualitv of Carc in Rural Kenva

The pattern of response to the occurrence of sickness in the household depends on several factors. It can depend on
the characteristics of the sick themselves: their age, gender, nature of illness, and so on. It will also vary wvith household
characteristics, including the location of the household and its income. These factors can be cxpected to chanac only slowly
over time, and to be Iess directly responsive to health policies. However, facility use also depends criticallv on the
characteristics of the facilities themselves: characteristics which affect the 'price' of the service provided (including the
distance from the household, the treatment and other fees that are charged by the facility), and those which affect the 'quality'
of the service provided (especially the availability of drugs). The observed pattern of facility use adopted in the incidence
analysis, and in our assessment of the burden of health-care costs, is therefore a result of the interaction of these factors at time
the estimates were made. This box considers how sensitive these patterns might be to changes in these determining variables.
particularly those which are directly influenced by health policy.

In a recent study, Mwabu, Ainsworth and Nyamete (1993) have examined the determinants of health facility use
among households. They combine two data sets from Meru District, which is a rural area in Eastern Kenya. The first is derived
from a random sample of 315 households (covering 1721 individuals), and the second is based on a survey of the various health
facilities which serve these households (covering eight government health centers/dispensaries, two mission clinics and five
privatc clinics). 'Ihese two sets were combined in an analysis of facility use by households.

Maximum likelihood estimates were obtained to explain the pattern of facility use (whether a sick individual sought
treatment in a public, mission or private health facility, or simply chose self treatment (the latter including treatment by a
traditional healer). Explanatory variables included gender and education of household member, household income, number of
drugs available at facility, number of days drugs were not available in the last 180 days, distance of the household to the
facility, and outpatient fees charged by the facility. Household income was found to exert a positive effect on the propensity of
the household to use mission or private facilities relative to self treatment, while higher levels of education of the household
member encouraged greater use of public health facilities relative to self treatment. Price variables (distance to facility and
fees) and quality variables (drug availability) generally had correct signs. Estimated coefficients on drug availability were not
statistically significant, but this was attributed to the two-way causation involved high levels of demand caused low levels of
drug availability, and low availability in turn discouraged facility use.

T'here arc two key implications of their findings. First, the pattern of facility use is sensitive to health policies.
lReducing the distance to government health facilities will likely raise demand, as will incrcasing the number of drugs
availablc. Second, the results indicate unambiguously that private and mission health providers are important sources of
medical care for high income earners in rural Kenya. 'fhis implies that improvements in public health facilities would benefit
the poor proportionately more than the rich.



79

Box 4.3
Health-seeking Strategics for the Poor

Results similar to those described in Box 4.2 were obtained using by the Participatory Povertv Assessment
Based on previous research, a set of 12 visual cards, simple line drawTings were developed by a local artist, which were
then used in the following way. The activity was conducted separately with groups of men, women and youth, sitting
outdoors.

A picture showing a health clinic is set on the ground. Even before anything can be said by the researchers, the
discussion begins and people start talking about the health clinic they use, its good and bad points Five cards, showing a
man, a woman, girl, boy and baby are then put in a vertical row and the discussion centers around when different
members of a family are likely to be taken to a health facility. Once discussion runs out, 7 neu pictures are introduced and
spread under the picture of the clinic. The pictures focus on the attributes of the health center, lack of drugs, crowding, no
doctors, closed clinic, distance, rude nurses and payment of fees. Once the attributes are clearly recognized, people are
given 10 stones which in the second round are reduced to 3, and are asked to distribute them to indicate the qualities of the
health center which is most important to them as users. In the last stage, the attention is switched back to members of the
family. People are once again given 10 stones which are then reduced to three and are asked to distribute the stones to
reflect their priorities in taking family members to the clinic, if everyone was sick choices had to be made because of
limited resources. Everywhere the task generated great involvement and much heated discussion among the participants

The key findings were: distance and transportation problems, absence of drugs and yet being charged a
registration fee, and importantly, the rudeness of the staff. In Gora and Mwapala in Kwale district, the Government health
center is 7 kilometers away, while in Gulanze, it is 10-15 kilometers away, and the nearest public health facility to
Kinvungu is 23 kilometers away. Transport is a major problem in Kwale; in Gulanze, there is a public bus which makes
one trip per dav through the village but it is overcrowded and many people cannot afford the fare. In Kitui, the sick had to
be sometimes carried in stretchers and wheel-barrows for 25 kilometers. Shortage of drugs, insufficient staff and facilities
were common complaints. Often the sick were informed of the unavailability of drugs after the consultation fee had been
paid, there would be no money left then to buy drugs in the market. Drugs were divested to private facilities for profit.

While in theory the poor get fee waivers, generally people reported having to pav Ksh 10 for registration and
additional Ksh 10 to get a prescnption. They often had to tip someone to be seen by the doctors.

But the exceptional finding of the Participatory Assessment was on the behavior of health personnel. Rudeness
and indifference were not the primary deterrent but were very frequently quoted. In Kwalc, women said they would rather
dic than go to the maternitv center to give birth because of the harsh and uncaring behavior of nurses. Others chose to treat
themselves rather than have an angry nurse inject the wrong drug, complaining also that even before they could explain the
problem, thev would be shouted at, told they smelled bad and were lazy. Mothers were often accused of eating the food
given to infants and or being careless. An older man in desperate need for spectacles braved the abuse of a nurse for two
days until he got his spectacles but said he would never again in his life go back and be humiliated. While the poor
continue to go to health facilities when family member are very sick, health providers attitudes do not inspire trust or
confidence

Sourcc Kenya P'PA '94

Figure 4.2 shows how well health subsidies are targeted to the poor, i.e., what proportion of the
subsidy reaches the poor. Clearly, expenditure on health centers are the best targeted to the
poorer groups, with 47% of the subsidy being allocated to the rural poor (the bottom 40% of the
population). By contrast, the poor receive only 29% of the hospital subsidy, compared with the
top four deciles which receive 48%. Similar results apply when the bottom two deciles are
considered.. The targeting of overall recurrent expenditure on curative health service is
dominated by the weak targeting of the hospital-based subsidy. Although the subsidy on
health centers is better targeted in the sense that more of it reaches the poor, the
preemption of public expenditures by the hospitals reduces the overall poverty impact of
subsidies.
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Figure 4.2 Share of Health Subsidy Targeted to the Poor, Rural Kenya, FY93
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Cost Recovery in Health

34. The provision of public sector health care is not only financed from MOH subsidies but
also through cost recovery. Kenya has made a significant start in cost recovery. The fees charged
are for specific services and are designed to encourage the public to use services at dispensaries
and health clinics before going to hospitals for care. Medical examinations remain free as do
preventive health services (Box 4.4). Overall, in FY94 the revenues equaled 37% of non-staff
recurrent expenditures at provincial hospitals and 20% at district hospitals and health centers, and
were retained at the facilities for improving the quality of services. By extending the analysis of
number of visits to cost recovery payments, it is estimated that for each hospital visit in FY94, a
cost recovery of Ksh 10 was made, and at health centers, a cost recovery of Ksh 3.5 was made.
But it is unclear how the system of waivers for those unable to pay works in practice - recent
estimates suggest that few such exemptions have been granted - less than 1% of expenditures.
Further, the proportion of the full charge of a service that hospital care consumer pays is lower,
i.e., 7.6% than the proportion that a patient at a health center pays - nearly 20%. The implication
is not that health center charges should be reduced but that there is further scope for cost
recovery at hospitals.
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Box 4.4

Cost Rccovcry: Thc Facilith Improvement Fund

In December 1989 the Ministn' of Health (MOHI) introduced a cost recoverv program called the Facility Improvement
Fund (FIF), which included inpatient and outpatient fees at all hospitals and health centers. The program was designed to
encourage the use of dispensaries and centers by having a higher fee structure at hospitals than at health centers and keeping
services free at dispensaries. The program includes exemptions for several types of services and targct groups (see discussion
below). All the revenue so raised is to be used locally, 75 percent of the revenue being retained by the facilitv that collected
the funds and the remaining 25 percent being used vwithin the district for preventive and promotive scrvices

Since Januarv 1992, an outpatient treatment fee (for services received) is in place, as opposed to a registration fee (to
access the clinic, no matter what services were provided). District Health Management Boards. madc up of respected
individuals in the community, have been set up to oversee the FIF locally. The program is being implemented in phases
Outpatient trcatmcnt fees were instituted at Kenyatta National Hospital in April 1992. at Plrovincial Ilospitals in July 1992. in
District and sub district Hiospitals in January 1993 and at Health Centers in Julv 1993.

Levcls of Fces. To encourage the public to use services at dispensaries and health clinics before going to hospitals
for care, the program has implemented a graduated scale of fees, depending on both the type of service and type of facilit'
where the services is provided. In addition, as the program gains acceptability, the fees for each type of services are gradually
being increased. Below is the fee scale for the main types of services provided at two points in time: January, 1993 (the date of
the WMS) which is the scale used in estimating subsidies for FY93; and July 1993, which will represent FY94 fee levels. It is
estimated that in FY94, cost-recovery amounted to 37%/ of non-staff expenditures at hospitals and 20% at health
centers.

Type of Facility: General Inpatient Major Surgerv Minor Surgery Outpatient
Ward/dav
1:Y93 FY94 FY95 FY93 FY94 FY95 FY93 FY94 FY95 FY93 FY94 FY95

(Ksh )

I'rovincial llospitals 20 30 40 0 100 150 0 50 80 10 20 30
D)istrict/Sub district 20 20 30 0 100 100 0 50 50 10 10 20
e Icalth Centers 0 10 10 0 na n.a. 0 0 50 0 10

Exemptions and Waivers. There arc two main groups who arc exemptcd from paying any fees: children under age 5
and civil servants below a specified grade (Grade CY), their spouses and unmarried dependent children. The following services
arc exempted from outpatient charges: family planning; ante-natal and post-natal; child welfare (also exempted by virtue of
age) and sexuallv transmitted disease clinic services. Certain illnesses arc also exempted, including ante-natal complications
of pregnanev, tuberculosis, leprosy and AIDS. Inpaticnt fees can also sometimes be exempted, particularly for upward referrals
of patients to provincial, district and sub-district hospitals. In addition, waivers can be granted to patients who cannot afford to
pay bv the person administering the treatment (no special documents arc needed). There arc no exemptions from inpatient fees
for beneliciaries Irom the Naiional I lospital Insurance Fund (13ox 4.5)

Alternative Scenarios

35 The main source of inequality of curative health-care provision in Kenya stems from the
unequal incidence of hospital expenditures. If such expenditures could be made more equitable,
health expenditure incidence would be significantly improved. But what are the quantitative
dimensions of this? Just how much resource reallocation is involved" To gain some
understanding of the orders of magnitude involved in the regressive pattern of health expenditure
incidence in rural Kenya, we investigate the financing implications of alternative incidence
patterns. Specifically, we assume that it is possible over time to reduce the subsidy being paid
through hospital care to the top three deciles, thus generating public expenditure savings which
could be channeled more effectively to providing care for the poor (say though an improved



provision of health center or dispensary-based care). It should be emphasized that this does
not imply reduced hospital care for the rich - rather that the hospital care they receive is
financed by non-public means, particularly through private health insurance. The policy
instruments for making this change (such as an increase in health insurance in general, or
expanding the role of the NHIF in particular, encouraging the better-off to arrange their
own hospital-care financing) are likely to take some time to have an effect. However, the
computations presented here give some order of magnitude of the longer term effects of
such a policy. They provide clues about potential policy targets.

36 First, assume that the top three deciles receive a hospital based subsidv which is equal to
the average fbr the population as a whole. This means that instead of receiving a subsidy of Ksh
109.81 per person per year by virtue of their hospital attendance they gain only Ksh 86.41 per
person per year. This would be achieved if the number of publicly financed visits to hospitals by
these deciles was reduced by about 20% or if cost-recovery was increased appropriately from
them. Such visits would then total only 3.8 million per annum as opposed to the estimated 4.8
million (a reduction from 38% of all hospital visits by the rural population to just 30%). This
would release resources amounting to Ksh 135.4 million per annum which could then
become available for programs used by poorer groups. This amounts to some 7% of the
total annual recurrent budget spent on hospitals and to about 40% of total recurrent
spending on health centers and dispensaries. Such a gain is achieved by reducing the use of
publicly funded hospitals by the top three rural deciles alone by only 20%.

37. Alternatively, a more dramatic redistribution policy would entail reducing the per capita
annual hospital subsidy received by the top three deciles to equal that currently received by the
poor -- as represented by the bottom four deciles. The subsidy would be reduced from Ksh
109.81 to just Ksh 63.55 per person per year. This could be achieved by reducing the number of
publicly financed hospital visits by the top three deciles by 2 million each year, or by just over
40% (from 4.8 million to just 2.8 million) or again, by raising cost-recovery from the top three
deciles The share of the top three deciles in total hospital visits by the rural population under this
scenario would fall to just 22%. This would release Ksh 267.6 million (or 14% of total
annual recurrent expenditures on public hospitals) for more pro-poor public health
expenditures. This amount represents over 75% of total spending on health centers and
dispensaries in 1991.

38 The potential savings therefore of reducing the reliance of the top deciles on publicly
financed hospital care are considerable. To illustrate the significance of this, assume that such
savings were spent on the provision of care through health centers, with its distribution to the
deciles based on their assumed pattern of health center use. To what extent would such changes
influence the incidence of health sector spending overall?

39 Table 4.10 reports the implications of the two scenarios for health financing incidence in
rural Kenya. In the first scenario (Scenario 1), the per capita annual subsidy allocated to the top
three deciles through their use of publicly funded hospital care is reduced from Ksh 109.8 to Ksh
86 41 (the mean per capita subsidy for the population as a whole). The resources that are saved
are then assumed to be reallocated to expenditures on health centers, with the result that the per
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visit health center subsidy (previously estimated to be just Ksh 17.8 per visit) would increase to
Ksh 28.20 (assuming no change in the pattern of visits to health facilities).

Table 4.10 Altemative Scenarios of Incidence Health Subsidies (Ksh per capita)

Actual Scenario I Scenario 2
Bottom 40% Top 30% Bottom 40% Top 30% Bottom 40% lTop 40%

Hospitals 63.6 109.8 63.6 86 4 63.6 63.6
llealth Centers 1 1.8 7.2 18.6 11.4 25.2' 15.4
Total 79.4 121.0 86.2 101.8 92.9 83.0

Scenario 1: A reduction in hospital-based subsidy to the top 30% oi population by 20%/o redirected to health
centers where the subsidv per visit increases by 60%.

Scenario 2: A reduction in hospital-based subsidv to the top 30% of population by 40% is redirected to health
centers where the subsidy per visit increases 1 00%

40. The hypothetical health expenditure incidence across the deciles emerging from these
assumptions is given in Table 4.10. The effect on the distribution of health expenditures is
striking. The bottom four deciles receive on average Ksh 86 per person per annum through health
care financing as a whole, compared with Ksh 79 with no reallocations. The top three deciles are
now shown to receive only Ksh 101 per capita per annum (compared with Ksh 121 previously).
This significant narrowing of the gap between the incidence of health expenditures to the rich and
the poor is achieved with a reduction of only 20% in publicly funded visits to hospitals by the top
three deciles alone. Whereas hospital-based care was estimated to absorb 86% of the total per
capita health subsidy, under this alternative scenario, the share falls to 80%. Given the
progressive pattern of health center use, this reallocation of resources significantly improves the
distribution of health expenditure incidence.

41. Alternatively, (Scenario 2) assume that the per capita hospital subsidy to the top three
deciles is reduced to only Ksh 63.55 (the subsidy estimated to be paid to the bottom four deciles).
The funds so released would raise the potential subsidy to health centers to Ksh 38.31 per visit,
with even more striking effects on health incidence. Under this scenario, the poor (bottom four
deciles) are shown to receive on average Ksh 93 per person per year through the health system as
a whole, which compares with just Ksh 79 with no reallocations. Health expenditure incidence to
the rich falls from Ksh 121 without any reallocation to just Ksh 83, making public financing of the
health system significantly more progressive. The share of the total health subsidy absorbed by
hospital based care now accounts for only 74% of the per capita health subsidy.

Policy Implications

42 What do these results suggest for public-sector health policy in general, and public
expenditure allocations within the health sector in particular? There are two striking and related
inequalities emerging from our analysis of the incidence of health care in Kenya. The first
inequality is the dominance of hospital service delivery in our accounting of implicit curative
health subsidies in Kenya. On average, for rural areas, the provision of hospital based curative
care involves a subsidy of Ksh 86 per capita per annum, which compares with just Ksh 10 per
capita per annum for health centers. Second, health-care subsidies taken as a whole offer greater
benefits to the better-off compared with the poor. On average, the top three deciles received Ksh
121 per person per year from their use of curative health services, which compares with just Ksh
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79 for the lowest four deciles. The top decile is estimated to receive over twice the subsidy per
capita received by the bottom decile. This inequality across the deciles is entirely a result of the
unequal use of hospital services - the use of other facilities results in a more progressive allocation
of health expenditure subsidies. Yet, public expenditures are such that the per visit (and per
capita) subsidy on hospital care is significantly greater than other curative facilities.

43. Health policy and reallocations of public health expenditures should be directed at
reducing these two sets of inequalities. Essentially, there is need to reduce the per visit subsidv
allocated to hospital care, and to increase the subsidy to health centers (and possibly dispensaries).
This can be achieved in two mutually reinforcing ways. First is to widen the difference in cost-
recovery between hospital and health center financing i.e., increasing cost recovery in the hospital
sector relative to cost recovery in health centers. The revisions in the scale of cost-recovery
charges which were applied in August 1994 do seem to make such a correction. Second, even
with a greater differential and greater cost-recovery overall, budgetary spending must shift
towards health centers and away from hospitals. Interviews conducted in the participatory
assessment suggest that poorly equipped facilities and lack of drugs continue to be a problem
despite cost-recovery. Further, interviews show that the poor attending health clinics are not
aware of the system of waivers supposed to be in place for cases of financial hardship; this needs
to be remedied.

44. It is also crucial that the quality of care be improved. Since travel and opportunity costs
are likely to make it difficult for poorer groups to gain access to hospital services, it is important
that the use of health centers by the poor be encouraged. This will require an improvement in the
quality of service available at health centers: in termns of the availability of drugs and of the quality
of staffing (including the provision of medical staff capable of providing diagnostic and
prescriptive services). Box 4.2 discusses the key role played by the quality of medical care in
encouraging use of public health facilities. Channeling the subsidy element of curative care
through health centers and dispensaries rather than through hospitals will help target the public
provision of health care to the poorer groups in rural Kenya.

45. The process through which public resources can be re-allocated to primary health facilities
must inevitably involve encouraging the better-off groups in Kenyan society to be increasingly
responsible for their own financing of hospital care, very much as appears to have been the case in
recent developments in Malaysia. Our analysis suggests that such a policy is likely to make
significant resources available for health-care services which would benefit the poor. The
resources generated by such a policy represent a significant share of current spending on health
centers and dispensaries. The instruments available to implement the policy would not only
include increasing user charges for hospital care (with appropriate targeting for the poor), but also
encouraging the development of the health insurance sector. The removal of the monopoly status
of NHIF, improvement in efficiency, and elimination of fraud and abuse are all prerequisites for
such development.

46 In short, the analysis underscores the need for a major reallocation of expenditures within
the system of curative health care in Kenya. Public resources should be directed increasingly
towards those curative health care facilities to which the poor have better access. User charges
for the public provision of hospital services should be raised significantly, thus reducing the drain
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of tertiary health care on the central government budget. Care should be taken when increasing
user charges to ensure that the waiver scheme works effectively in targeting low-cost or free
hospital services to the poor. In addition, the encouragement of health insurance (as provided bv
the state through the NHIF and through the private sector) would have the desirable effect of
releasing resources which could then be targeted to the poor (Box 4.5).

Box 4.5
The National Hospital Insuranec Fund and Poverty

The NHJIF is designed to provide health insurance coverage for those in wage employment - in the public and private
sectors - workers in the so-called 'formal sector'. The vast majority of the poor are not covered by the NHIF. Contributions to
the fund are employment related, and are scaled according the earnings. Contributors pav 2% of their income, subject to a
monthly limit of Ksh 320. Contributors are entitled to draw on the fund for inpatient treatment fees only, but are free to obtain
treatment at privatc as well as MOH hospitals. In this way, the NHIF serves to channel funds for health carc, regardless of the
service providcr. There are advantages of this feature, given the inefficiencies in the' state provision of health care. The
function of the statc in the operation of the NHII; is to nurture the financing of health care, rather than to be the major provider.
Limits on the reimbursable amounts for each class of treatment mean that claimants must also make a contribution to the
treatment. This contribution assumes significanec in private-sector facilities, given the scale of their fees, but would not apply
in MOH hospitals (given the low levels of cost-recovery charges). The implication of this feature of NHIF operations is that
poorer wage earners may be unable to obtain private-sector treatment, and are obliged to use MOH facilities even though they
are covered by the fund. Better-off employees, on the other hand, (or employees also covered by private and company health
insuranec schemes) arc able to afford private care.

I low are contributions to and drawings on the NHIFI distributed across the wage earning groups? Akumu, 1992 has
estimated that poorer groups (in the income category Ksh 1000-2999 per month) contribute about 60% to the fund, with lower-
paid public sector workers contributing 43%. Thus, despite the increasing scale of contributions with income, lower-paid
workers contributc significantly to the fund. It is unclear, however, whether thesc contributions matched by withdrawals?
Akumu suggests that because poorer groups cannot pay the additional amounts required for private-sector carc, they are more
likely to only use NHIF claims for treatment in the public sector. Since drawings on the fund were dominated by claims
paid to privatc facilities - these comprised 97P/o of all claims on the fund in 1990/91, he concludes that the NHIF functions
regressively. I lowever, this conclusion is at best tentative, since there is no explicit data on the allocation of claims by income
decilc. 'I'hc l:und's management policy is criticized for failing to be cost-effective. Management expenses amount to 10% of
revenues. 'IThc lund also faces a severe problem of misuse of NH-II cards, involving both members and health care providers in
frauds - the misusc appears to have increased in recent years, partly due to the introduction of cost-recovery charges. NHIF
reimbursements for hospital stay at public facilities is less than 20% of what they would be if full claims were made and
rcimburscd

Consideration is currently being given to both widening treatment coveragc to outpatient carc and extending
membership to non-wage earning groups and some expansion of the NIIIF is likely to be a kev component of health care
financing in Kenva.. 't1his underscores the neod for further analysis of how the NlI-F functions: do the poorer groups contribute
morc, rclativc to both the contributions of the rich, and in relation to their withdrawals from the fund? What is the burden-
shanng bcLuccn cmployees and employers? Should it be converted into a health insuranrc pool mainly financed by "a pay-as-
you-go" system



CHAPTER 5 FOOD SECURITY" AND NUTRITION

1. It was shown in Chapter 1 that a slightly higher proportion of the rural population in 1992,
i.e., 37% as compared to 35% in 1981-82 was food-poor. They were unable to consume 2250
calories per capita per day. Moreover, the caloric deficiency has worsened over the two survey
periods. At least part of the reason for their increase in malnutrition was the drought of 1992.
But, as described in Chapter 2, there has been a trend decline in per capita production of the
major staple grain, maize. Government imports of maize in drought vears resulted in a more
stable pattern of consumption, but open-market prices of maize fluctuated sharply over the
decade, and per capita consumption grew only marginally. It was also shown that rates of child
undernutrition had increased in the '80s in many areas, or stagnated In dealing with problems of
undernutrition and food insecurity in rural areas, there is no substitute for sustained and broad-
based income growth for those who are affected. This was the theme of Chapters 2 and 3
However, in this process of growth and transformation, nutrition interventions have a role to play
- by keeping the price and availability of food stable and protecting the population from drought-
induced shortages. Further, income and food prices are not the only determinants of malnutrition,
particularly among young children. Infections, partly caused by poor sanitation and unclean food
and water, and lack of education and knowledge of proper feeding practices result in mal-
absorption of nutrients. This chapter analyses the success of various interventions to maintain
adequate levels of nutrition.

GOVERNMENT INTERVENTIONS IN FOOD MARKETING

The National Cereals and Produce Board (NCPB)

2 The grain parastatal NCPB, has been the major player in the marketing of maize,
particularly to the urban areas, since controls on private internal and external trade have been
prevalent for much of the period. The NCPB bought, at very attractive prices (about 70% of the
import panty price and 30% to 50% above the export parity price) a quarter to a third of the
maize produced in the country in the '80s. More than half of the purchase has been from the
large-scale farmers discussed in Chapter 3. In terms of geographic location of purchases, the
purchases came mainly from the surplus province of Rift Vallev, and the marginally self-sufficient
Westem province. About half of the sales have been made in Nairobi and Mombasa and Kisumu,
the three major cities, with the rest going back to Rift Valley, and a few deficit districts in other
provinces.

3. The stated objective of the marketing intervention has been the maintenance of price
stability. The ineffectiveness of these interventions in achieving that objective and the
misallocation of private investment in the milling industry resulting from NCPB operations have
alreadv been discussed (Chapter 2). Further, the budgetary cost of these operations has been
heavy, and has resulted essentially from the maintenance of unnecessarily high stocks of grain,
employment of a large staff, and operation of a large number of buying centers. The dimensions
of the problem are seen in Table 5. 1. The deficit on NCPB as a percentage of the Government's
recurrent expenditures in FY92 was more than 2%, i.e., nearly K£ 71 million. In addition, the
NCPB had, by 1987, accumulated debt exceeding 5% of GDP which was written off. If private
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agents had been allowed to handle much of this trade, the savings in expenditures could
have gone to increasing public expenditures on health, education and nutrition programs.
Thus the parastatal's operations have been both inefficient and ineffective in terms of maintaining
urban food price stability.

Table 5.1 National Cereals and Produce Board Operations

1983-84 1991-92
Producer Pricc of Maize (Ksh/ton) 144 300
Price to Millers (Ksh/ton) 208 359
Gross Margin/Producer Price (%) 44.4 19.7
National Cereals and Produce Board Deficits (KL mil)
1/ 12.8 70.9

Deficit/Curent Govenmment Expenditures 1.3 2 3

Deficit per Ton Handled (KLton) 2/ 11.4 74.3

1/ Before Finance Charges

2/ Sales and purchases

Sources: World Bank and Egerton University data, Prooeedings of Conference on
Maize Supply and Marketing, June 1992, and esiimates by Gurushri Swamy

4. In recent years (i.e., starting in 1990), the Government reduced its role in the marketing of
maize by allowing millers to buy directly from the producers, removing movement controls
(December '93), and allowing private sector imports. The initial impact appears favorable - the
NCPB's share of production purchased fell from nearly a third in earlier years to 10% in 1990/91,
and 15% in 1991/92. The private sector has imported around 100,000 metric tons of maize and
the prospects for imports from Uganda and Tanzania are good. Price movements in major
markets are beginning to register a stabilizing trend.

5. But the NCPB still accounts for a large share of the marketed production, often holds
unnecessarily high level of stocks, i.e. in drought years, when it should be unloading. Its
operations are inherently costly and overheads so high that the reduction in purchases has made
no difference to unit cots. The only way in which these costs ban be brought down is to divest
the NCPB infrastructure, including much of the storage capacity, buying centers and staff, and
limiting its role to one of maintaining strategic reserves to be used in market-stabilization. The
Government has recently announced that a set of operating rules will be drawn up which will
restrict NCPB to maintaining a strategic reserve of around 3 million bags and set parameters for
NCPB intervention. The following principles, inter alia, could apply in framing the operating
rules: (i) a high level committee would take over management of the maize market and issue
directives to NCPB which would act only as an agent of the Government; (ii) NCPB would not
import maize directly and only make purchases from the domestic market at or below the export
parity price and make sales to the domestic market at or below the import parity price; and (iii)
NCPB's finances would be accounted for separately and would be monitored by an auditor of
international repute.

6. Implementation of this plan immediately should be high on the agenda if further waste of
public resources on ineffective and inefficient parastatals is to be avoided and resources released
for more targeted nutrition programs.
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Drought Management

7. The second major nutrition intervention is that of drought management. There is
considerable scope for improvement in this area - i.e., in setting up reliable forecasting systems,
disseminating the forecasts and acting upon them in terms of obtaining food-aid and ensuring its
distribution. There is a long history of periodic shortfalls in food supply in Kenya. In the last
decade alone, there have been two major droughts (1984-85 and 1992-93) and one less serious
shortfall of domestic production (1988-89). Shortfalls occur in all or parts of the country, and
sometimes for two years in a row. In times of unfavorable weather, even the regions normally in
surplus (Rift Valley), or marginally self-sufficient (Western and Nyanza) may enter a maize deficit
situation. In addition, in areas which are chronically deficit, such as the Coast and Eastern and
North Eastern provinces, the situation becomes acute. In many districts in these areas, emergency
relief becomes necessary. Data from food relief operations of the Office of the President shows
that some relief may be necessary in as many as 8 out of 10 years. The timing, intensity, duration
and total magnitude of the rains are the key weather factors in the maize harvests, with the long
rains playing the most important role. A comprehensive and well-functioning mechanism for
anticipating a drought and for coordinating relief activities is essential.

8. It may be instructive here to briefly recapitulate the recommendations made by a Bank
report after the experience of the 1984-85 drought. The main recommendations were:

- There was clearly need for a better early warning system. It was clear that the
Meteorological Department's forecasts were right in terms of predicting a shortfall but
inaccurate in terms of the amount of the shortfall. It was suggested that the department's
network of rainfall stations be widened to include more ASAL areas, and better prediction
models adopted;

- Equally important was the monitoring of other early indicators such as food prices and
livestock sales.

- There was need to disseminate the forecasts more widely and for the authorities to take
quick notice. The NCPB exported maize during 1983 and the first six months as of 1984,
equivalent to 22% of the commercial imports which followed in the succeeding six months
as the drought deepened. These exports could have been halted if more attention had
been given to a more reliable weather forecast. In addition, with another three months of
warning, the Government may have been able to reduce commercial cereal orders by
ensuring timely arrival of donated food aid, instead of seeing them trailing behind
commercial supplies by three months. There was need to set up a detailed policy and set
of procedures for assessment of the severity and location of shortages assessing import
needs.

- Management of the aftermath of drought was inadequate. The rehabilitation phase after
a drought lasts well beyond the return of more normal agricultural conditions, and one of
the critical needs during rehabilitation is availability of seeds, whose stocks are run down
both by being consumed as food and from weather conditions not being conducive to their
production.
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- There was need for better coordination with the NGOs, who often faced uncertainty
regarding access to Govemment food stocks, and with overlap between their efforts and
the larger official programs. The administrative structures set up by Government with the
Kenya National Council of Social Services charged with coordinating NGO activity
proved clumsy, and would have slowed them down had it not been largely bypassed as
events unfolded. Good relationships of trust between the Government and the NGOs are
vital for enhancing preparedness and for Government to be able to use NGO capability
better.

9. Certain initiatives were taken following the 1984 drought; establishing a Food Sector
Monitoring Project in the CBS to prepare and disseminate information on crop forecasts, food
stocks and price movements' improving nutrition monitoring of children, aerials surveys of maize
by the Remote Sensing Unit of the Ministry of Planning, and the computerized Food Monitoring
and Control System (FOMOS) in NCPB for making estimates of the location of food stocks. A
National Drought Contingency Action Plan was prepared in March, 1992.

10. It is unclear but doubtful whether these programs have been fully institutionalized
in a manner that has made overall planning and coping more efficient - the fact that food
prices shot up sharply again in both urban and rural areas during 1992 and remained high
in 1993 implies that there continue to be problems of coordination needed for a quick
response.

11. The system of early waming seems to have been greatly strengthened, but Government
response continues to have delays. In addition to the Meteorological Department's forecasts,
international satellite data are being used to track the onset of rains. In addition, the IGADD also
provides a forecasting system. Donors have also initiated special monitoring systems for the arid
areas. The system funded by the Dutch for example, has a network of centers reporting monthly
on physical indicators (rainfall, condition of vegetation, availability of water, temperature) and
economic indicators such as the availability and prices of grain, and other consumer goods and the
health of the cattle. The USAID, under their Famine Early Warning System has worked closely
with the government in integrating satellite meteorological information and other information on
the state of vegetation, food stocks and prices into a comprehensive reporting system. Thc
system is being used in monitoring the current drought and will be integrated into an
institutionalized national early waming system. The Remote Sensing Unit is in place. Retail price
movements are better recorded (with a rural price series started in 1984).

12. But the response of the Govemment was again delayed. The drought of 1992-93
commenced with the long rains (April-May) being inadequate in 1992. Kenya was not alone in
facing a drought situation that year as many parts of eastern and southern Africa faced a similar
situation. The early warning system predicted the drought but the Government (pre-occupied
with the elections) was slow in responding and went with an appeal to donors only late in the day,
i e., October/November 1992, after many of the African countries in a similar situation had done
so. The donor response was therefore rather muted, but the situation improved after the short
rains of that year proved to be relatively good. In addition, the WFP coordinated donor-lunded
programs in arid areas and for feeding the nearly half a million refugees from Somalia. TIhe
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Government, coming out of the first multi-party elections was not organized to play a major role
in coordination.

13. By mid-1993, the warning signs that the situation was going to worsen were evident when
the long rains were low. But it was not until the end of the year that the Government went out
with an appeal for food and emergency aid, and it was early '94 that the figures of shortfall were
finalized; and a Department of Drought Management was set up in the Office of the President to
coordinate relief activities. Contracts for Government imports of maize were entered into and the
Government publicly encouraged private sector irm-ports of maize. Logistical arrangements to
transport the food were also initiated. Donors once again swung into action, some of them like
the WFP had been in an enhaticed relief role for two years now. UNICEF has also expanded its
program, covering more districts with its supplementary feeding programs. The situation came
under control, but not before two years of rising food prices and hardship (see Box 5.1). It
was again ironic that the NCPB was holding more than 3 million bags of grain, in March
1994 just when it should have unloaded stocks into the market to stabilize the rising open-
market prices.
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Box 5.1

Coping with Food Sccurir- in Poor Districts

Pcople usc a variety of strategies to kcep thcir children alive when food is scarc. I louschold intLcrxvles v'erc
conducted with a randomlv sclected samplc of poor households, who wcre askcd about food sufficicncy under normal
circumstances and what happened during periods of crop failure and drought. Thc lack of food and food securitv was
evident - when asked individually what their single most important problem was, 45% of thc poor said they lacked food,
while another 30% said they lacked money. Even under normal circumstances, about 6% reported stanring, over 50%
reported relying on market purchases, and only 5% were food suflicient. The situation gets worsc during food scarcity and
severe drought (see table) as can be seen by the responses of people intenviewcd. Thc percentage of people who makc
purchases drops to 21% and further to 12% rcflecting high prices and loss of incomc. 'Ihe percentage of peoplc who do
odd jobs to cope, first riscs to 44.5% and then falls, possiblv because of lack of such opportunities. RZecourse to
government aid increases, as poor people have less incomc, and facc high markct prices.

Since the participatory assessment was conducted during drought, the responscs are particularly relevant.

Coping with Food Insecurity in Poor Districts (% of intcrviewers reporting)

Rely on Purchase Rely on Government Do Odd Jobs
Normal Food Drought Normal Food Drought Normal Food Drought
Times Scarcity Times Scarcity Times Scarcit)

Kwale 65.3 4.0 0 - 1.3 6.0 8.0 60.0 56.0
Kitul 74.7 14.7 5.3 - 20.0 64.0 16.0 33.3 5.0
Mandera 59.5 16.2 0.0 - 23.0 45.0 9.5 36.5 27.0
Nvamira 24.6 4.6 1.5 - - - 72.3 70.8 71.0
Kisumu 387 20.0 2.7 - 1.3 20.0 12.0 44.0 39(1
130met 53.3 73.3 73.0 - 1.3 1 20.0 8.(i 8.0
13usia 50 7 14.7 0 - - 52.0 20.0 58.7 31 0
Total 52.4 21.1 12.0 - 6.7 27.0 22.5 44.5 30.0

Governmcnt Relief Efforts

Onrc faminc has been officially recognized, and the government relief efforts begin, the poor in somc ol' the
districts do bencfit I lowevcr, thc government provided relief is both irregular and insuflicient in quantity by the timc it

reachcs households to meet food needs.

In the districts wherc food relief was mentioned, two issues camc out consistentlY. lcakage .nd politial
interference In K%walc, for example, in one village people said, "Wc saw the lory of food relicl' arrivc and the chicl' told us
two weeks latcr that onc and a half bags had been received for distribution to 115 households"

Similar inciLdents were repeated in Kitui, and people said, "Now we Just borrow donkevs and go to the rclici
center ourselves to collect food, otherwvise we would never get anything."

In lBusia, people in one area said, "We finally received one hag of mai.e for the cntirc sub-location - over 200
households So wc dccided to give to the schoxl, so at least our children would gct a few hot meals"

In Iromet, peoplc reported getting 10 kg/household, however, targeting was a problcm, only 1%, ol' the pooT
reported food aid

People use othLr coping mechanisms as well - remittances from children, rcducing the number ol' mcals trom t\%,o
to onc, switching to "lightLr" foods such as porridgc, diluting meals with water, and begging and stealing Mcn hunited if'
possiblc and sold their maize seed. Everywhere parents said that they First reduced their intakc and protccted the children
as long as pxissible Children were pulled out of schKol to conserve on thclr cnergy and to savc on school rclated cxpcnses.
Manv of thesc methods are also used to copc with seasonal shortages 'Ihe greatest stress is Irom l)ccmbcr to MMa, %shicn
food is scarce, and income and employment arc low People cope by migrating for .1obs, begging for ioold and caLing

lighter" meals Source Kenva P1PA .94
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CHILD MALNUTTRITION

14. Malnutrition of young children contributes to low future productivity, seriously
constraining the development of both individuals and societies. Undernutrition can raise the risk of
premature death (mortality increases exponentially with declining weight-for-age in young
children), increase the incidence and severity of sickness by 50%, reduce learning capacity by 10%
and adult productivity by up to 20%. The prospective costs of micro-nutrient deficiencies, which
can cause diseases, disabilities and death are, in some respects, even higher. The poor are
disproportionately affected by malnutrition, and their nutritional status is more likely to have inter-
generational consequences. In addition, malnutrition could constrain their capacity to benefit
from other social services such as education. Breaking the poverty-malnutrition nexus is
therefore a central theme of any strategy for improving the human resources of the poor.

15. Kenya has a significant problem of malnutrition. The most recent data (Demographic &
Health Survey, 1993) shows that about one-third (1.5 million) of children under five are stunted
and 7% are wasted. Ten -percent of mothers have a body mass index (BMI) below the cut-off
point of 18.5 for adequate nutritional status and the incidence of low birth-weight is about 15%
(two to three times the prevalence in established market economies). While there have been no
national micro-nutrient surveys, local studies suggest that about 60% of women and a third or
more of the children are anemic. Large sections of the population live in iodine deficient areas or
the "goiter belt" in Nyanza, Western and Rift Valley Provinces. The dietary availability of
vitamin A is 549 RE/caput/day (against an average of 922 for Sub Saharan Africa) and surveys of
serum retinol levels indicate that 44% of pre-school age children are moderately to severely
deficient in vitamin A The following table compares available nutritional status data from
different countries cited in the World Development Report, 1993 (WDR).

Tabli 5.2 Comparative Nutritional Status

Kenya SSA 1/ EME 2/
(1993 DHS) (1980-90) WDR (1980-90) WDR

%/' or Chillren Stuntcd, 1980-90
tagcs 24-59 months) 33 7 39 2 5
o Of Children Wastcd, 1980-90
(ages 12-23 months) 7 10

I'rLxalcncL of Ancmia in Pregnant Women 57 41 15

Sub-Saharan Africa

Istablishcd Markct Economics

1 6 As pointed out in Chapter 1, recent trends in nutritional status have been adverse.
Between 1982 and 1987, malnutrition rates in Kenya appeared to be declining at the rate of one
percentage point a year, making Kenya one of the few countries in Sub Saharan Africa that could
have attained the goals of the World Summit for Children by the year 2000. However since 1987
this encouraging trend has been reversed and Kenya has joined other countries of sub-Saharan
Africa that are not part of the worldwide declines in malnutrition. The national prevalence of
stunting and wasting in 1987 were 32.2 and 4.5 and in 1993, 33.7 and 7 percent. Table 5.3 shows
province-wise percentages of stunted children in 1987 (Child Nutrition Survey 4) and in 1993
(DHS) The Coastal Province and the Nyanza province show significant decline in malnutrition
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but this is more than compensated for by increases in the Central, Wrestern and Eastern provinces
and stagnation in Rift Valley (Table 5.3).

Table 5.3 Stunting in Pre-School Children (u 0
1987 (CNS) 1993 (DHS)

Nairobi 24.2'
Coast 49.6 41.3
Eastcrn 37 9 39.4
Ccntral 25.5 30.7
Rift Vallev 27.5 28.5
Nvanza 40.3 32. 1
Wcstcm 22.7 3010
Kcnva 3 2.2 3 3 7

17. More importantly, national and provincial averages mask the large variability which exists
among districts. While some districts are now approaching the WHO reference population in
distribution of children's heights and weights, some show double the national prevalence of
malnutrition (See Table 5.4). Surveys suggest that more than half the children under five in urban
and peri-urban slums are malnourished, even though the average for Nairobi is 24%.

Table 5.4 Nutritional Status Indicators in 1987 bv District
District % Stunted (1987) District % Stunted (1987!)

Kilifi 39.3 Narok 51.8
Kwalc 42.8 Kajiado 18.5
'Iaua laveta 24.3 Kcricho 30.7
Machakos 29.3 IJasin (iishu ' 4
Kitui 18.9 I rans Nz.oia 3. 2
Mcru 22.3 liaringo 12.6
Ilmbu 15.0 1. Marakwct 1.2
Nycri 20.1 South Nyaniz 30.2
Muranga 12.0 Kisil 33.2
Kirinvaga 2.5 Kisumu 2] 8

Kiambu 5.7 Siava 25.')
Nvuandarua 23.8 Kakamcga 4 2
I.aliJpla 12.9 B3ungorra 9 2
Nakuru 24.2 13usia I 5
Nandi 12.5

Factors Affecting Malnutrition

18. As already pointed out in Chapter 1, while income poverty is the underlying cause of
malnutrition and there is considerable overlap between the distribution of households with
insufficient income to secure their minimum food needs and children affected by malnutrition,
there is not a one-to-one correspondence between the two mcasurements. A significant number
of non-poor households have children who are malnourished while some poor households have
children who do not suffer from malnutrition. Researchers have tried to identify the factors
underlying such "positive deviance" and have linked them to various proximate factors. In
addition to caloric intake, child nutritional status can thus be thought to result from: non-nutrient
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food attributes (freshness, cleanliness), privately provided inputs (time and care to prepare food or
feed young children); publicly provided inputs (water, sewerage, nutrition information), the health
status of the mother and child; and age, sex and location. Policies and programs that affect one or
more of these factors can be expected to have a significant impact on the nutritional status of
children independently of income. And, differential access to these inputs, can result in significant
differences in child nutrition.

I ablc 5 5 Education and Hcalth Indicators
Childrcn Children Children Mothers Modern Infant Under 5
stmted wasted Immunized BMI< contraccptive Mortalit- Mortality

18.5 usc
No cducatlon 37 9 63 17 15 66.3 99.8
Primary incomplete 40 6 74 11 23 80.1 120.6
Irimarn complcte 32 5 84 7 29 57.3 78 8
Sccondary + 2 1 4 89 7 45 34 8 53 7

Sourcc: DIIS, 1993

19. Of all the possible interventions, education of females is the one with the most wide-
ranging impact as Table 5.5, reproduced from Chapter 1, shows. Not only does it improve the
mother's own health, but indirectly, i.e., through greater contraceptive use which makes it possible
to space children, and through the greater use of immunization and other preventive health
practices, impacts on the nutritional status of children. Some of the benefits of increasing female
education at the primary school level have already been realized in Kenya, and this is a remarkable
achievement. But continued gains are possible only with higher enrollment, completion of
primary schooling and expansion in secondary education, opportunities for which are very limited
in rural Kenya presently, particularly for females.

20 Another intervention of great importance is an effective and broad-based program of
immunization. According to the DHS (1993) 79% of children between 12-23 months had been
full\ immunized, a good record by developing country standards. But as can be seen in Table 5.3,
children born to uneducated (and poor) mothers have lower immunization rates and higher risk of
nmortality. Similarly, there is strong evidence that an effective program of deworming of primary
NchooI ace children is a very cost-effective intervention for improving nutritional status and
educability.

2 I The major community level factors that affect child nutrition are nutritional education and
h\ cnc Kenvan data suggests that child growth in the second year of life is seriously affected as
a result of poor feeding/weaning practices. The rate of stunting doubles from 2 5% in the first
% car of life to 40% in the second year. The rate then remains high because once stunted, children
do not catch up with the normal population. Although most Kenyan children are breastfed, most
receive supplements too early (in the second month), heightening the risk of infection. On the
other hand, in the second year of life, the feeding frequency, quantity and density appear to be
inadequate Nutritional education on weaning practices, therefore, is an important intervention,
with targeted nutritional support, aimed at infants from birth to two years.

22 As discussed in Chapter 2, though access to safe water has improved over the '80s, much
of the population, including those living in urban slums, suffer from the consequences of
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consuming unclean water and living in unsanitary conditions. As suggested, much more can be
done to encourage community-level efforts in these areas.

23. And finally, a mother's time and her own health are important determinants of child health.
The 1993 DHS provides for the first time, information on maternal nutritional status (Table 5.5).
Nationally, about 10% of women were malnourished (BMI < 18.55) and the rate of
malnourishrnent varied with the mother's education and contraceptive use. In addition, micro-
nutrient deficiency, particularly anemia is widespread.

24. To sum up, the evidence suggests that various proximate factors interact in a complex way
to determine child nutritional status. Some of these are most effectively influenced by national
programs - education, for example - while some are more amenable to community level
organization and implementation - nutritional education, supplementary feeding, water supply and
sanitation. From a physiological point of view, the period of gestation and the first 2-3 years of
life are most important from the point of view of nutritional status. There are however, cost-
effective interventions for other age groups, i.e., pregnant and nursing mothers, primary school
age children.

EXISTING INTERVENTIONS

25. The Government of Kenya (GOK) has a long record of investment in nutrition related
programs for many years, but the quantity of investment and its effectiveness leave much room for
improvement (Table 5.6). The Government budget for nutrition activities for 1993 is shown
below.

Table 5.6 Nutrition Sub-Sectoral Budget Allocation: 1993
US Dollars Percent of Total

Ministry of Education 7,500,000 83
School Milk & Feeding

Ministly of Hcalth 686,000 8
Growvth Monitoring Micro-nutrients

Mimstry of Agriculture 571,000 7
Nutrition Extension Education

Ministry of Culturc & Social Scrvices 247,000 2
Family Life Training Centers

Source: ACC/SCNR Govcmment of Kcnya (1992). Kenya's Program of Action for
Children in the 1990s in Nairobi.

26. Government investment in nutrition is not negligible, but quite small compared for
example to the money that goes to financing NCPB's budget deficit - K£ 71 million in 1991/92.
Further, the bulk of the expenditure is on the School Milk Program which has been totally cost-
ineffective. It has not been able to effectively reach it's target of covering 5.65 million primary
school children with 0.2 liters of milk two times a week. The actual coverage was 11% (at the
targeted 8 feeds per month). Reasons for low coverage included lack of sufficient budgetary
support, transportation difficulties, milk production shortages and poor accessibility in certain
areas. Even if the ration was entirely received and consumed by the beneficiary, the nutritional
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benefit of 0.2 liters of milk twice a week during the school term (about 200 days in a year) is
negligible. The cost of delivering 1,000 calories was $0.81 in 1990 compared to $0.49 in the
Bolivia school feeding program and $0.33 in the Venezuelan school milk program, as a
result of high packaging, overhead and transportation costs.

27. The other nutrition programs do not seem to be effective either, partly because they are
underfunded for everything other than salaries, poorly planned with little capacity for monitoring.
The Home Economics Extension Service of the Ministry of Agriculture constitutes 1000 women
extension agents who are responsible for providing support to women farmers in the areas of
nutrition and food utilization, home management and population education. In 1983, home
economics extension was integrated into the overall T & V system, and staff redeployed at the
district, locational and sub-locational levels. The integration was evaluated to be detrimental to
home economics extension. Problems cited included inadequate attention to home economics
topics in monthly training sessions, inability of male agents to handle some topics and limited time
at the agent level to impart critical nutrition information to the target group. As a result of this
evaluation, it was decided to separate home economics from agricultural extension. However, the
geographical coverage of the home economics agents is now quite limited. They have limited
mobility, are poorly supervised, and receive very little training.

28. The Ministry of Health's Nutrition Unit has some 600 Community Nutrition Technicians
(CNTs) intended to support community level nutrition activities. An evaluation of these workers
(African Studies Center, Leiden) showed that in practice, most CNTs operate from district
hospitals or other health facilities and provide little or no outreach services. The nutrition
instruction given by the CNAs at child welfare clinics appeared to have little or no impact on the
nutritional behavior of mothers or the status of children. The evaluation points out that the clinic
setting, noisy and crowded with sick children was hardly appropriate for preventive activities.
These workers share the limitations in mobility, supervision and training that affects the home
economics extension service.

29. The Ministry of Culture and Social Services operates 14 Family Life Training Centers
(FLTC) with DANIDA support. FLTCs admit mothers and their severely malnourished children
to a month's stay of training and rehabilitation. The FLTCs are also expected to perform outreach
services in local communities. The most recent evaluation of the program (1988) concluded that
although the management of the centers had improved since the previous evaluation, the program
was not meeting its objectives in either treatment or prevention of malnutrition. Most children
were found to relapse after discharge and the impact on the wider community was judged to be
minimal even though the nutritional knowledge of the mothers themselves had improved. It was
also found that the Centers had a very small effective service coverage area, negligible outreach
services and were poorly regarded by communities.

30 The only program that appears to be effective is localized feeding programs run by
donors and NGOs. The largest donor supported program is the World Food Program's School
Lunch project, which provides cooked lunches to roughly one-twelfth of the primary school age
children in the country costing about US$ 5 million a year. The program is targeted to 17
districts in the North-East, Eastern Rift and Coast Provinces. An evaluation of the program
showed that regular food supply was hampered by poor transportation of supplies, mainly a result
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of lack of counterpart funds and inaccessibility of some areas. The nutritional benefit of a late
afternoon meal as opposed to a morning snack was also in doubt and WFP is piloting some
altemate strategies at this time before launching into it's next phase of support. Nevertheless, the
program is far more cost-effective than the Government's milk program. The National School
Feeding Council of Kenya also has a school feeding program reaching a smaller group of
children on a modest cost-recovery basis.

31. Another NGO program, run by Catholic Relief Services operates a pre-school health
program at MCH clinics combining the distribution of food rations with nutrition instruction and
monthly growth monitoring. The program was evaluated in 1991 and found that centers that used
socio-economic criteria for entry into the program or referral for PHC clinics reached greater
shares of malnourished children than centers that operated on a first-come first-served basis.
Waiting time at clinics was long (34 hours) but individual counseling lasted 2-4 minutes. The
program predominantly reached older beneficiary children rather than the prime target group of
under twos. The operations research found that underweight children grew twice as well in
villages with experienced Community Health Workers as children in villages without them.
Recommendations included better targeting of beneficiaries by age and nutritional status, growth
monitoring vith immediate feedback and focus on nutritional management skills of mothers and
use of women's self-help groups.

32. There are several localized efforts by NGOs to improve nutritional status and these appear
to have been more successful than the national programs. The Community Based Health Care
Program of the Catholic Diocese of Machakos, CARE's Siaya Health Education, Water and
Sanitation Project, the Aga Khan Kisumu Primary Health Care Program, the Breastfeeding
Information Group, the Embu Applied Nutrition Program and some Oxfam and AMREF
supported projects are examples. The main differences between these and the programs discussed
earlier appear to be their decentralized approach to planning and implementation, active
involvement of the targeted beneficiaries and sound training and supervision of service providers.

A STRATEGY FOR THE MEDIUM-TERM

33. Experience with nutrition projects worldwide suggest that because the problems are
usually confined to easily identifiable groups (i.e.,. pregnant women, infants), targeted
interventions are cost-effective. As a result of synergies, (example, health and nutrition, nutrition
and education), a mix of services works better than providing only one component. Since many
of the activities are preventive and involve changes in knowledge, attitudes and practice, sustained
community based activities are most successful in achieving desired results and community
participation is important in achieving sustainable interventions. Training/motivation and
supervision/monitoring of service providers are required on a continual basis. The need for
area/region specific plans and altemative approaches to service delivery including reorientation of
existing service providers and using NGOs, or community based groups as service delivery
options are also indicated.

34 The major limiting factors of existing nutrition interventions have been the lack of
identification of priorities, targeted strategies and coordination of available resources. The GOK
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in its "Household Food Security and Nutrition Paper", (1989) while reviewing existing nutrition
related interventions, recognized these limitations and recommended the following changes:

(a) a more targeted school feeding program which would move away from milk
towards meals, attempt to reach younger children and be extended to MCH and
family planning clinics,

(b) an expanded program of immunization. targeted at the uneducated/poorer income
groups;

(c) combination of the efforts of field nutrition workers in the Ministry of Health with
the home economics extension workers of the Ministry of Agriculture to develop
comprehensive nutrition education programs for women's groups;

(d) increased emphasis on preventive health and outreach services (especially in rural
areas) in programs of the Ministry of Health,

(e) developing special programs for pastoralists in arid lands.

35 These recommendations, endorsed in two subsequent IDA studies on Food and
Nutrition policy and Human Resources in Kenya, continue to be valid, but are yet to be
implemented by the GOK. Existing programs need to be revamped so as to be more cost-
effective but there is also a need for increasing investment in nutrition as current levels of
expenditure are insufficient to deal effectively with the problem. Primary emphasis should be
placed on reaching infants up to 2 years of age although specific interventions for other groups
( e.. iron supplementation for pregnant women, deworming for school children) are cost-effective
and must be included. In addition to those identified in the GOK report, the following are needed
are part of an essential package of nutrition services: an information and education program on
breastfeeding, weaning foods, micro-nutrient rich foods, correct case management of commnon
childhood illnesses and hygienic practices; targeted micro-nutrient programs, in particular iron
supplementation for pregnant women, enforcement of the salt iodination legislation and standard
treatment with mega doses of vitamin A for children presenting eye signs, measles and chronic
diarrhea, and deworming of primary school age children.

36 Case studies from nutrition rehabilitation centers in different parts of Kenya suggest that
the etiology of malnutrition is different in different regions of the country. For example, women
with malnourished children from Central Province were found to be not or longer married, have
no land at their disposal and engaged overwhelmingly in casual labor for their livelihood. In
western Kenya, mothers were young, newly married and a large percentage were pregnant. High
incidence of diarrheal diseases and worm infestation were important correlates in the Coast. Not
onlv are there multiple causes of malnutrition in general, but specific correlates vary by region in
Kenya The specific package of interventions that will be most effective will depend therefore on
which factor or combination of factors is the most limiting constraint in the production of good
nutrition in that region. Remedies will vary from district to district and solutions must be found at
that level.
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37. Finally, there is the issue of organization and management. Existing interventions show
that the capacity to plan, deliver and monitor nutrition services is weak. While planning and
monitoring capacity needs to be strengthened in the public sector, innovations in service delivery
mechanisms outside the traditional government structures will have to be explored. Where
existing Government delivery systems are the selected option, it may be necessary to adapt or re-
orient them to provide a revised package of services that are more user friendly and attuned to the
preferences of beneficiaries. Coordination of inputs from key extemal donors will have to be
sought.

38. In sum, there is a strong case for public investment in nutrition in Kenya to enhance human
capital and mitigate some of the worst effects of poverty by reducing the incidence of protein-
energy and micro-nutrient malnutrition through targeted interventions. Moreover, the
Government clearly needs to improve the retums on its own investment in nutrition programs by
promoting the rationalization of budgetary expenditures with reference to identified priorities and
by devising cost-effective altematives to existing interventions. Effective nutrition intervention in
Kenya will be those developed on the basis of identified causal factors, community or household
choice, local infrastructure and delivery options, and synergistic initiatives. In the process, it will
be necessary to decentralize the management of service delivery and to coordinate all available
resources, both public and private. Better information is required for understanding the net
responses of households to publicly provided inputs and their impact on food security and
nutrition.



CHAPTER 6 TARGETED PROGRAMS AND IN'STITUTIONAL
FACTORS

1. In previous chapters, this report has indicated the nature of broad policies and programs
that would alleviate poverty, i.e., a reallocation of social sector expenditures, restructuring of the
existing program of nutrition interventions, a program for raising land productivity and supporting
diversification in agriculture, land distribution in rural areas, and investment in rural infrastructure,
particularly roads. These programs and policies, if implemented, will result in growth and human
development but only over the medium to long-term. This chapter focuses therefore on special
needs of particular groups and the interventions that should be considered to support them in the
meanwhile.

EMPLOYMENT PROGRAMS IN RURAL AREAS

2 The most important of all targeted interventions is the provision of income support to the
poor in rural areas. Although complete landlessness is not a dominant characteristic of the poor in
rural areas of Kenya, most have very small parcels of land, and for them, wage labor is an
important source of income. As already mentioned, Kenya was at the forefront of the
development of labor intensive infrastructure programs, i.e., the Rural Roads Program and the
Minor Roads Program. This section examines the poverty-orientation of this program and
recommends that the program be expanded at a pace in keeping with the Roads 2000 strategy, but
with certain modifications to better target the poor. By expanding the program more than usual
in drought years, the program can also serve as a safety net for those who suffer crop losses and
need other sources of income to maintain consumption.

3 Box 6.1 describes the socio-econornic characteristics of some of the participants
interviewed bv the mission in January/February 1994. Kirinyaga from the central province
represents medium to low population density and medium rainfall. The incidence of poverty in
the district is high - 42%. Kitui in Eastern province is also a district with high incidence of
poverty (46%), but has low population density and a semi-arid agricultural environment. Laikipia
in the lower ffinge of Rift Valley is also dry with low population density, but relatively low
incidence of poverty (3 5%). Local, daily farm wages in these districts are not widely different,
Ksh 50-'70 in Kirinvaga, Ksh 40-50 in Laikipia and Ksh 60-80 in Kitui, but do reflect the lower
density and tighter labor market conditions in Kitui for example as compared to Kirinyaga.

4 VVhile the sample may not be representative, it is impressive that it contained a high
concentration of poor families, i.e., female-headed households with children, the landless casual
laborer and his family and old people with no support. At the same time, there were some who
were noi so poor, i.e., those able to hire labor on their own farms and build houses. The self-
reported reservation wages of these families were also indicative of the differences. All the
families had reservation wages that were below the ruling project wages (Ksh 50). But the single
parent families (female headed) had the lowest reservation wage, Ksh 30, followed by the landless
family which was willing to take as low a wage as Ksh 32. Others who had their own farms to
work on tend to set higher reservation wages - Ksh 40 - per day. The program had a female
participation rate of 22% overall.
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5. As most of these workers said, they were attracted as much by a higher wage as by the
prospect of securing continuous wage employment that saves them time from searching for casual
work, and offers them a regular flow of cash. In this sense, the scheme functions not merely as a
safety net, but as a source of regular employment. The mode of access to employment on these
schemes varies. In the more densely populated areas, where more people apply than available
jobs, the selection is through secret balloting, at least in the first instance. But often people drop
out as they discover the arduous nature of the work, and the process then becomes one of first-
come, first serve. In the sparsely populated areas, the project recruits directly, and is sometimes
short of labor. Once recruited, workers get 3 month renewable contracts and are paid one a
month. The synchronization with the agricultural cycle is fairly close, since most road
improvement and maintenance occurs in the dry seasons when there is little farm-related work.

6. For a casual worker on a road project, access to employment is linked in practice to the
place of residence. The exception is in areas where availability of local labor is short. Here
migrant workers from other areas are absorbed to fill in vacant positions. A study in Nyeri district
in 1989 - registered 30-40% of non-local labor. The length of employment of a worker is related
to the duration of road work in a specific location. Workers on routine maintenance have a more
permanent position (under the supervision of a lengthsman) since routine maintenance requires
continuous attendance.
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Box 6.1
Minor Roads Program: Socio-Economic Description of Some Participants

Mrs. Mumbt, Mr. Gure and Mr. Geshura are employed on a road site at the foot of Mount Kenya in Kinnyaga district, and
are between 29 and 39 years old. Perhaps the poorest in the group is Mrs. Mumbt who is a divorced mother with four
children, 10-18 years old. She has not completed primary school. She comes from an area 20 kilometers away and lives
on the site, while her oldest daughter takes responsibility for the vounger children back home. Her decision to take the
road work related to two factors - more stable employment and steady income compared to previous casual and part-time
employment, and a greater prospect of raising a large sum of cash to pay school fees. She is willing to take a drop In wage
for certaminty and regularity, but the hard physical labor finds hex takng loner rests. Mr. Geshira is landless and has no
schooling, nor does his wife. He was a casual laborer and occasionally rented land to farm. The switch to road work- was
motivated by a higher wage, but also by the opportunity for steady emplovment and certain flow of income, which has
enabled him to rent land more often. Mr. Gure is a little different; he is better-off. He too was employed as a casual
laborer and switched to road work because of higher wages, greater certainty and saving of time spent on looking for work.
But he owns a shamba on which his wife grows food crops and small livestock; he helps with land preparation and
concentrates on cash crops. He even brings in hired labor in the peak season.

Mrs. Njoki, Francis and Mr. Wagura work on a roadside in Laikipia, the lower fringe of the district where it is semi-arid
and rainfall is low and variable. Mrs. Njoki is divorced, receives no support from her ex-husband and lives vith her 5
children who are below 10 years of age in her parents' compound. She considers herself lucky to have found this job which
provides for her in a month more income than she could have earned in an entire season working as a casual worker.
Francis and Mr. Wagura are less poor. Francis who is 28 and lives with his aging parents, has 4 years of secondary
education. He says he may quit if a better opportunity comes along. He works on his father's farm as well. Mr. Wagura
has a pnmary school education and a wife and 5 small children. He has been working on the project since 1989. He has a
shamba and hires labor during the peak season and participates in a rotating labor exchange system. The increase in
income has improved his access to local credit, and has financed lump sum payment such as school fees, settlement of
debts and Investment in livestock.

Mr. Muthoga and Mr. Kinenzi and his mother work on a site in Kitui district in the Eastern province - sparsely populated
and very dry. Mr. Muthoga, who is 52 years old, joined the program in 1982 immediately after he got laid off from his
slaughtering job at the Kenya Meat Cornmission in Mombasa. Neither he nor his wife have any education, they have two
daughters, and as the elder son of his deceased father, he is responsible for looking after 4 sisters and their children who
live on the compound of a 5 acre f.arm. Income from the project has over the years financed building his house and
increased the size of his livestock, some of which are used as draft animals for expanding cultivation. Mr. Kimenzi joined
the projcct in January 1994 after the family realized that the year's drought had caused crop failure in the area. Prior to this
he was mainly engagced in farming his three acre farm. His mother's participation ( she is 60 years old) was conditioned on
a dcsirc to purchasc new dairy cows. Source. Poverty Mission lnterviews

Financing and Cost Structure

7 Overall the operational costs of the program increased from about Ksh 300 million in
1988-89 to Ksh 361 million in 1991-92 and dropped to Ksh 349 million in 1992-93 In real
terms, the drop was significantly higher, since 1992 and 1993 were years of high inflation. Table
6 1 and 6.2 show that the number of workers and man-days (workers * 200 days) of work
declined as well from 1988-89 to 1982-93. This was mainly due to a shift in emphasis from road
improvement, which while more costly in terms of total expenditure per kilometer, also employees
more people, to routine maintenance which is less costly but also employs fewer people per
kilometer. The continued shift in emphasis to maintenance envisaged under the Roads 2000
program, and the more limited improvement of roads is likely to reduce the employment impact
per kilometer. But the expansion of the program of maintenance from around 11000 currently to
29000, would, on balance increase employment creation since the cost saved from one kilometer
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of road improvement can finance 72 kilometers of road maintenance work and create 2.5 times as
many jobs.

Table 6.1 Emplovment on MRP Sites
Road Improvemcnt Periodic Maintenance Routine Maintenance

Fiscal Total Work % of Work Labor Days % of Work Labor Days % of Work Labor Days
Year Force Force per Kn. Force per Km. Force pcr Km

1988-89 19790 51.0 2850 18.0 1256 31.0 114
1989-90 20300 54.8 2929 17.1 1269 28.1 105
1990-91 15780 46.3 3071 16.1 1275 37.6 108
1991-92 14979 48.8 2949 26.2 2075 25. 0 88
1992-93 13552 37.6 2610 16.1 1096 46.3 83

Source: Minor Roads Program in Kenya: Potential for Short-Tcrm Povcrty Reducuion. World Bank Through Assct
Creation, 1994

Tablc 6.2 Current Cost per Km and Share of Labor Cost by Type of Road Work
Road Improvement Periodic Maintenance Routine Maintenance

Fiscal Ksh per Labor Ksh per Km Labor Ksh pcr Km Labor
Year Km Share Sharc Sharc

('O00) (percent) ('000) (percent) (.000) (percent)

1988-89 293 33 95 55 2.9 70
1989-90 265 136 45 4.0 75
1990-91 332 39 204 38 4.3 63
1991-92 359 33 124 35 6.2 53
1992-93 485 37 191 48 7 0 68

Source: Sce Tablc 6.1.

8 It is highly recommended that this labor-based maintenance program be expanded.
In the interests of better targeting certain modifications are suggested, however. First, the
project wage should be lowered to be below the reservation wage of the non-poor to exclude
the better-off, i.e., those who can afford to hire labor on their farms and build houses. In
terms of the sample of interviewees cited in Box 6.1, the wage would be closer to Ksh 40
rather than Ksh 50. Second, it is suggested that wages be paid more often; the poor
typically buy food and other necessities almost every day, and need cash on that basis.
Third, the program should be expanded in poor harvest years such as 1991-92 in contrast
to a reduction as shown in Table 6.2.

URBAN FOOD SECURITY AND INFRASTRUCTURE

9. Previous analysis has indicated that the price of food in urban areas was unstable with
sharp increases in drought years. NCPB operations were inadequate in the sense of not
preventing sharp increases in real prices particularly in urban areas where they increased by 34%
in 1985 and 45% in 1992. Such sudden and sharp food price increases hurt the poor the most
Typically, the Government's reaction was slow and uncoordinated. There is an urgent need,
therefore, for improving the coordination of the system such that the price of the major wage
good - food - is kept stable.
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10. Assuming that problems of overall price stabilization are sorted out (Chapter 5) there is
additional benefit to be gained by targeting the sale of grain to the poor. Some of the simplest
ways of doing this are to target the grain by variety and location. Yellow maize is a less desired
good than white maize in most parts of Africa, although nutritionally it is not inferior. It is
cheaper to import as well. By supplying the poorer areas within cities and towns with imported
or donated yellow maize, some degree of protection can be given to the poor. To the extent that
yellow and white maize are substitutes, this will also depress the prices of white maize and its
products.

]1]. A critical problem for those working in the informal sector is access to land. In most
urban areas, undeveloped and- unallocated public land that can be made available to the informal
sector is scarce. Many in the informal sector therefore illegally locate on public and private land
not currently in use. This leads to harassment which sometimes extends even to those who
occupy legally licensed land. Their whose kiosks are demolished without notice or reason. At the
same time, plots have been allocated to politically powerful individuals who use them for
speculative purposes. Thus, real shortages of land combine with poor allocation and undue
harassment to create serious problems for informal sector workers. The Government needs
to explore options, with immediate and medium term measures; the former include issuing
temporary licenses and/or leasing sites to private trusts and non-profit organizations who
in turn manage the leasing of land on a non-profit basis. In medium term surveys need to
be conducted in all major urban centers to identify suitable public and private land which
can be purchased allocated to the informal sector. Necessary changes would then be made
to the physical development plans.

12. An important intervention would be in increasing the supply of water and in improving
sanitation in the poorer areas of cities. A survey of low income areas in Nairobi (Metropolitan
Household Survey, 1989 (in GOK and UNICEF, 1990) showed that overall, only 57% of the
respondents had water within their plots, and these were mainly in the rental schemes and the site
and service projects where provision of water had been planned initially. In the (spontaneous)
slum areas only 12% had individual connections. The majority of the population in the slums
(86%) obtained water from kiosks sold to them in tins. In all cases, households complained of
water shortages - either pipes running dry or kiosks closing down. Most of the poor used the pit
latrine, with no arrangements for regular removal of waste matter.

13. Water sold in the kiosks costs substantially more, although registered kiosk owners are
given water at a subsidized rate. In Mathare Valley, a slum area of Nairobi kiosk owners were
charging 0.5 to 0.6 shillings per debe (in 1989), when the official charge for piped water ranged
from 4 to 10 shillings per cubic meter, depending on level of consumption, with the maximum rate
being 10 shillings. In most cases, households used 3 - 4 jerrycans per day, or paid Ksh 45-60
shillings per month for 2.4 cubic meters of water (very low volume), in comparison with a
household with an individual connection who might pay Ksh 25 per month for 4 cubic meters of
water The problem seems to lie in the small number of kiosks licensed, who are therefore able to
charge high rates. There is clearly a high willingness to pay, but a restricted supply.
14. It is not essential for the municipalities to build more individual connections, but
rather, to license more kiosks and support community efforts. In Mathare Valley for
example, imaginative entrepreneurs have constructed bathrooms wbere they charge Ksh 2-
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3 for a bath if you bring your own water and soap and Ksh 4-6 otherwise. To ease the
garbage problem some youth joined together to collect and burn garbage every so often,
but stopped as they lacked technical advise and financial help to buy the right equipment.

WOMEN IN KENYA

15. This report has analyzed the socio-economic status of women in a number of places. To
sum up, unlike in many developing countries, women do not seem to face gross discrimination in
terms of investment in human capital, but there are subtle differences. At the primary school
level, enrollment is similar for both the genders, but fewer girls complete primary education and
girls are more likely to be withdrawn from school in case of economic difficulties. Enrollment of
females is somewhat lower than for males at the secondary level, and completion rates are
probably lower, although data is not available. Female students are also tracked into Harambee
schools which receive lower subsidies than government maintained schools. Health indicators like
infant and child mortality, stunting and wasting do not show gender related differences. In fact,
females seem favored -in many of these indicators. Women contribute a major share of family
income and because of their additional responsibilities for childcare and fetching water and fiuel,
the average day is two hours longer. In the more arid areas fetching water may take up to 5-6
hours per day. About a third of the households are headed by women; about 20% of households
are headed by women without male support. Land ownership and access is determined by a
complex and evolving interaction of legal and customary law. While women can inherit land, few
of them do. Within marriage, women have traditional usufructary access to land but widowed
women and even more so, separated and divorced women have particularly hardship.

16. What does all this imply for policies and programs for women? The need for keeping girls
in primary school and expanding secondary education in general has been noted. As this happens
in rural areas, however, the gender differences in enrollment are likely to widen, particularly if
parental costs are not reduced. In any program of expansion of secondary education, it is
important therefore, to build in special incentives to attract female students and keep them. The
study of participation in T&V cited earlier and evidence on relationship between mother's
education and the welfare of her children all point to the importance of education in
general, and the impact of continuing education from primary to secondary schools. It is
also recommended that the program of land resettlement discussed in Chapter 3 include a
special grant-financed scheme targeted to the poorest in rural areas, including landless
female headed households. More generally, expansion in rural infrastructure (Chapter 2)
is likely to have a disproportionately more beneficial effect on women, in terms of saving
time and energy. Similarly, an expansion of the rural roads employment scheme, as
discussed above, will benefit the poorest of female headed households. A continued decline
in fertility in itself a function of increased education will reduce the work-load of women
and better their health.

17. In the longer term, changing laws and customs such that women have more legal rights
regarding land ownership and access, and more alimony support in case of divorce, would be
critical. But it must be recognized that even when laws are made favorable, it takes time for
women to be educated in their rights, and often law enforcement remains weak. While these



issues are being addressed, there is need for special support for women made destitute because of
widowhood, divorce or eviction.

18. Support at times of hardship has traditionally come from the extended family/clan and to a
lesser extent by self-help women's groups. Kenya has a long tradition of such groups. In pre-
colonial days, groups such as "Ngwatio" among the Kikuyu, "Mwelthia" among the Kamba,
"Risiga" among the Gusii and "Saga" among the Luos, provided mutual assistance with
agricultural work, coping with periodic labor shortages and provided mutual support during times
of illness or childbirth. Donor and NGO support in the post-independence period, through health,
credit and income-generating projects, and more recently the Government's district focus strategy,
has greatly increased the numbers of such groups - from about 1000 in 1971-75 to 23,000 today -
involving nearly a million women, with an average membership of 40.

19. The primary activity of women's groups is improving their income base. While some
groups receive some financial assistance, the groups do not receive technical or business training.
While there are some success stories, by and large, the efforts of women's groups are misdirected:
invested in low return or inappropriate activities, limited by the low levels of funds available to the
group and the group's own limited business acumen and technical skills.

20. It appears that Kenya's large number of well-organized women's groups is a major
resource that has not been fully tapped. It is not known whether destitute women
participate in such groups or benefit from them. But the existence of a network of this kind
is a special advantage and should be used to increase support to them and to poor women
in general. Credit and technical assistance are both critical. Although some micro-
enterprise credit schemes have specially targeted women's groups, overall, such schemes in
Kenya do no appear to have reached as high a proportion of women clients as Asian
schemes have, Nor do they provide much technical assistance (see below).

21. Experience from around the world establishes two categories of factors as key to
successful group formation and functioning. First, the group must coalesce around a common
interest, be embedded in local culture and be self-governing, i.e., have their own clear rules
regarding entry, exit and governance. Second, the groups should have the skills and resources
(material and financial) for the task at hand. Usually, inducing successful group formation is more
difficult since it is based on local interest, culture and invisible sociological factors, such as
kinship, clan and friendship ties. Kenya is lucky in that so many groups already exist. It is easier
to train groups to develop technical and business management skills, since this is based on timely
inputs (finances and materials) or training in management. As the number of successful groups
grow, they form associations to leverage the strength of their numbers to gain access to resource
or for marketing

22. In the PPA (Participatory Poverty Assessment), during discussions of coping strategies at
the individual, group and community level, women's self-help groups received frequent mention in
every district. Mini-case studies on the functioning these groups across the country largely
support the conclusion of the national survey of women's groups and highlight important policy
conclusions (Box 6.2).
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Box 6.2
The Untapped Potential of Women's Groups: Using Social Capital to Generate Income

Almost cvcry village had multiplc women's groups. Membership in women's groups was an important parl of
coping strategies, especially for female-headed households. Most groups felt constrained by their limited financial
resources, cven though most lcvied membership fees and monthly contributions. Women's groups sometimes included a
few men as members, cmerged from other collective action community groups, were based on kinship ties and were
supported by the community at large. Groups were diverse in their activities.

Ombo Women's Group, Kolunjc Sub-location, Kisumu. The group formed in 1983 to start incomc production
activities. All the mcmbers belonged to the same clan and started with rope making and weeding rich people's farms.
Wanting to diversify, they rented two fish ponds from a neighbor, which involved restocking of the pond, purchasc of fish
food and marketing of fish at the local market. Despite increased fish production, the activity was given up because the
opcn access to the fish ponds resultcd in high levels of stealing of fish, and low input of fish food resulted in declining fish
harvest. The group gave up fish farming and now focuses on basket making, hiring or vehicles for the very sick; for
transport to hospital, and when income is available, small loans to members for petty trading and hawking activities.

Sare Women's Group. Which also started in 1983, emerged from a community group which built the local primary
school. Women focus on the needs of school children and through harambee have bought a cupboard, textbooks, desks
and a blackboard. Thev divcrsified into cotton growing, which proved to be a disaster, and are now growing some
vegetables, limited by lack of watcr. Flowever, thev have Ksh 27,000 unspent in a bank account maintained bv the
Finland-Kenya Friendship association.

Kitui Women's Groups. Most of Kitui/Mwungi district was rated poor or very poor by community members. Caught in
poverty, making low monthly contribution, thus having very small working capital, most groups give small amounts of
money to members in dire need, help womcn buy small household utensils for cooking and occasionally help with school
fees. Onc group does basket weaving which they have difficulty selling in the local market which have died over the
years, with increasing povertv and recurrent drought.

Nyamira Women's Groups. Both Muchenwa (80 members, of which 6 are men) and Omoteme Women's Groups (47
membcrs of which 5 arc men) started with Ksh 20 as entry fees and because of high demand increased the fee to Ksh 500
and 200 respectively The goal is to buy commercial plots, rental houses, posho mills and household items. In Omoteme
group, members have assisted in building 20 houses for each other. By contrast Menyenya Women's Group and sevcral
like it have a membcrship fcC of Ksh 20 and rent land to grow vegetables sold to the secondarv school with vcrv low
returns from which they buy houschold utensils. Other groups invested in poultry raising which was abandoned when
poultry disease killcd all thc chicken; a private hospital based livestock extensions servicc is now advising the group on
rabbit rearing.

Bomet. IEven in lBomct, a high agricultural potential zone women's groups engage in petty trading activities and open
membership to the poor especially in maizc grinding, giving the poor free maizc. Other groups support the poor by
assisting them during the planting season, buying clothes and paying hospital bills.

.Even in Mandera, Women's Groups Persist

IEven in Mandcra women's groups persist in thcir efforts reinforced by intcrmittent success, unwilling to givc up
in a harsh environment of fcw choices, sandy soils and isolation from markct and city centers In Arda Kalacha, a village
in which cvcrvone was categorized poor or very poor, a women's group came into being 7 years ago to help needy people,
initiatc harambec and help thc poor pay for school fees

l)espitc inadequate and short rains, womcn undertakc small scalc farming during the two rainy spclls and walk
18 miles to the ncarest trading center to sell their produce. A fcw years, ago the same group had invested in poultry
raising, and selling of eggs at the trading center. When poultry discasc wiped out all 50 hens, the group was verv
discouraged but after a while collected resources to start goat herding; most of these were killed in the drought of 1992; the
few that survived were sold. Rather than giving up totally, the group then resorted to buying stock for petty trading; they
now sell swoets, cigarettes and biscuits in the community. D)espite their very limited resourCes, they continue to extend
help to the most destitute in the community who are unable to participate or contribute in the group's efforts.
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ARID LANDS

23. As described earlier, the I million people living in the arid lands constitute a special group,
in terms of high incidence of poverty, lack of resources, other than livestock and poor integration
with the rest of the economy. Their physical isolation, and poor infrastructure means that general
programs and policies to support growth and build up human capital do not normally reach them.
In times of drought, which hits them more often and more severely, they become especially
vulnerable; up to 50% of the livestock might be decimated. They migrate to the nearest towns
during droughts in search of water and relief food. These population centers such as Wajir and
Mandera are ill-equipped to serve as drought mitigation centers or to support post-drought
recovery by providing alternative sources of income. Many pastoralists do not recover to return
to pastoral life after drought. The picture one gets is of a small, but not negligible, population
with very little linkages to the rest of the economy, facing a deteriorating natural resource
base, declining food security and deepening poverty. Special programs to increase their
economic integration with the rest of the economy, enhance their human capital base and
serve as safety nets in times of droughts are necessary.

24. Livestock is the basis of the nomadic way of life. The eight districts of the arid regions
contain 20% of the country's cattle, over 30% of sheep, 50% of goats and donkeys and almost the
entire camel population. The ability of the population to continue their pastoral way of life has
come under increasing pressure in the last two decades, as access to the dry-season grazing areas
has been lost to sedentary agriculture in the neighboring semi-arid lands. Further, and despite
lower access to health services than in the rest of the country, the population has grown at a rate
only slightly lower than average, i.e., 3.2% p.a., and with it, the livestock population. The
pressure of increasing human and cattle population has been exacerbated by tribal conflicts: on
the one hand, range lands in key production areas are degraded; on the other, nearly 40% of the
range lands are in conflict areas and therefore, highly under-utilized.

25. A number of multi-lateral and bi-lateral development projects have been introduced in
Kenva's semi-arid and arid lands in the last two decades. However, with the exception of a few,
these have been targeted to the semi-arid areas. An important project in the arid lands is the EEC
funded Livestock Development Program, which mainly finances livestock infrastructure, a nucleus
extension service and a water component to rehabilitate and establish boreholes and water
troughs. An important finding of the evaluation study is as follows: "all parties have to recognize
and resist the temptation to try to do too much, too fast. Micro-projects which are most likely to
succeed are those based on what has succeeded in that type of place in the past (rather than on
good ideas), that involve several rounds of negotiations between concerned parties, (rather than
one party dictating the pace of discussion), and which spring from the needs of the beneficiaries
rather than from assumptions by outsiders of what communities need. Furthermore, micro-
projects must be small in scale, to be manageable".

26. Another important project is the Pastoralist Integrated Development project, financed by
UNDP. This is a small-scale investment program, focusing on the communities' most acutely felt
need of drinking water for humans and livestock. Using this as an entry point promotes several
other interventions such as latrines, energy efficient cooking, hygiene and nutrition. A UNICEF
supported Primary Health Project is similarly seeking to establish community-based
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implementation. In addition, there are also a number of small bi-lateral programs which have
targeted the ALs: SIDA (water and soil conservation); NORAD (cooperatives) Irish Concern
(sanitation), DANTIDA (a rural development fund aimed at assisting school, water and health
components). NGOs have strong involvement with projects in these areas, working through
traditional structures of the tribes and clans.

27. These efforts, although of small scale. have had some effect on poverty alleviation
because the emphasis has been on meeting the basic needs of the human population and
providing technical help and advice on the management and health of livestock. They
should be continued, with a continuing emphasis on community participation in planning
and execution. While there is an inadequacy of implementing capacity at communitv and district
levels which needs to be improved by training, it is also true that national ministries are generally
disinclined to delegate their perceived responsibilities, particularly to NGOs. This has to change.
Further, there should be expanded programs for some level of formal schooling, if possible,
delivered through flexible systems that can adapt to the nomadic lifestyle.

28. The existing programs appear to have had rather less impact on increasing income and
integration with the rest of the country. A major constraint on this is the poor condition and lack
of infrastructure, mainly stockroutes and roads. The arid areas have 40 km of road per 1000 sq.
km. while the average for other areas in Kenya is nearly 200. As a result of this poor
infrastructure, and tribal conflicts referred to above, trade in livestock and livestock products has
virtually come to a halt. Revival and rehabilitation of stock routes and of roads are of high
priority, but must be done in a selective manner, given the high cost of investing in these
areas. At the same time, pilot initiatives at developing other earning opportunities must be
tried out.

29. Finally, drought management and relief must be greatly improved. It was already pointed
out in Box i. I that in times of drought, livestock prices fall drastically, and the ability to exchange
them for grain diminishes. In the worst circumstances, cattle losses are very high. Improvement
of infrastructure may reduce the impact somewhat. But there seems to be a need to provide some
support to cattle prices during drought, in addition to food relief There may also be scope for
increasing the capacity of towns to mitigate the effects of droughts, provided arrangements are
kept temporary and do not encourage settlement. For any of these initiatives to succeed,
particularly those seeking to improve linkages to the rest of the economy, a critical condition is
the cessation of tribal conflicts. While there are no easy answers to this problem, efforts currently
being undertaken to a limited extent by district administrations need to have strong political
support.

INFORMAL SECTOR CREDIT TO MICROENTERPRISES

30. The recent successes of institutions like the Grameen Bank in Bangladesh and the Badan
Kredit Kecamatan in Indonesia have renewed interest in credit as a poverty alleviation tool
These institutions and a handful of others in Asia and South America have been able to provide
credit to poor people even in rural areas, while charging commercial interest rates and moving
towards becoming self-sustainable. From a poverty reduction perspective the two main issues in
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assessing credit programs are whether they benefit the poor, and whether they are reasonably
cost-effective.

31. The great majority of informal sector small-scale and micoenterprises use family generated
savings or remittances to start-up and expand. The only source of direct credit that reaches the
poor, especially in rural areas appears to be the NGOs that specifically target the poor. It is
estimated that there are 400 to 600 NGOs in Kenya, of which 50 have been involved in enterprise
development. One of the early prominent programs was the USAID funded Kenya Rural
Enterprise Program (KREP) that began as an umbrella organization to provide money and
technical assistance to NGOs. The record of the program was mixed. While some NGOs had
repayment rates of 90 %, the administration costs averaged 23% of loaned funds, and only 30 to
40 % of the projects were labeled successful. In September 1993, KREP-supported programs
had disbursed over 10,000 loans and had an outstanding portfolio .of Ksh. 36.7 million. In
addition, KREP has recently started its own direct lending programs, and appears to be trying to
move away from its role as an umbrella organization. In addition, there are other NGO based
schemes funded by donors - the Kenya Industrial Estates Informal Sector Program, the Promotion
of- Rural initiatives and Development Enterprises (PRIDE), the Kenya Women's Finance Trust
(KWFT), the National Council of Churches (NCC) - to name the well-known ones. To get an
idea of how effective the well run informal sector credit schemes in Kenya are, this section looks
at the financial performance of KREP, PRIDE and KWFT.

32. All three of these institutions are following practices adapted from the approach of
successful rural finance institutions such as the Grameen Bank in Bangladesh. A growing body of
literature has found that variations of this approach have produced good results for a number of
institutions, mostly in Latin America and Asia. A common feature is the use of group lending to
reduce transactions costs to both borrowers and lenders, with the group being held jointly liable
for any default. Groups tend to be homogenous and have a role in the supervision of their own
loans. Institutions that target the poor do not target sectors (such as small farmers) but directly
target poor clients. Loans are small so as to not exceed repayment capacity and repayment is on a
steady schedule. Substantial time is spent on the training of borrowers before loans are given out.
A prominent feature is the focus on financial performance; these institutions charge relatively high
interest rates and have achieved high repayment rates.

3n3 The three Kenyan programs require existing groups or clients to form groups to receive
loans. First time loans for both KWFT and PRIDE are set at a minimum of Ksh 10,000 while
KREP first time loans are between Ksh 5,000 and Ksh 10,000. All three programs require regular
training meetings before loans are disbursed. KWFT and PRIDE required 7 to 8 weeks of weekly
meetings respectively, while KREP has a monthly meeting format. All three programs require
weekly savings, and these savings form the financial collateral for the loan. KWFT requires
physical collateral for loans of Ksh 20,000 and above. Groups were held jointly liable for default.
If an individual defaults, the group's saving are forfeited, and the group is denied future access to
credit. Interest rates and repayment rates are both high and comparable to the performance of
commercial banks or to successful development finance institutions in other countries. All three
programs depend heavily on donor funding, with KREP receiving mostly grants, while PRIDE
and KWFT receive a mixture of grants and low interest loans. All three programs are 'minimalist'
credit programs that do not provide business training, marketing or other services. Interestingly,
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KREP moved to minimalist programs in 1990, but KVATT is actively moving towards becoming a
'credit-plus' program that does provide these services and PRIDE has expressed interest in doing
the same. The evidence on 'credit-plus' programs is mixed but they have not been as successful as
minimalist credit programs.

34. Profits and losses from conventional financial statements can be a misleading measure of
performance when analyzing the performance of subsidized institutions. The cost (to society) of
the subsidy is not considered since the subsidy is costless to the institution. A measure of financial
performance that accounts for the cost of subsidies is the Subsidy Dependency Index (SDI)

developed in Yaron (1992) . It is the ratio of the subsidy minus profit to the loan portfolio
multiplied by the institution's lending interest rate. If the subsidy is equal to profit the ratio will be
zero implying that the institution does not need the subsidy to survive. When the ratio is positive,
the subsidy is greater than profits and the institution cannot cover its costs without the subsidy.
In this case the SDI can be interpreted as the increase in the lending rate needed to eliminate the
subsidy. Thus an SDI of 100 implies that if interest rate charged by the institution is doubled and
everything else is held constant, the institution can cover its costs without the subsidy. The SDI is
a measure of the intake of subsidy, it does not measure how efficiently the subsidy was used, or
whether the benefits went to clients or the bureaucracy.

35. Table 6.3 presents SDI measures for the three credit programs, along with two other
measures of cost, expenditure as a percentage of loan portfolio and as percentage of assets. For
comparison purposes, data are also presented for the Grameen Bank (GB) in Bangladesh and the
Badan Kredit Kecamatan (BKK) in Indonesia, two of the most successful credit programs that
target to the poor. Several caveats are to be kept in kind while reading this table ideally, SDI
calculations should be made for several years; but this was not possible. The fact that the data are
for different years for the different institutions (i.e. KREP, 1992 and PRIDE and KWFT, 1993)
creates additional problems for comparison because the interest and inflation rates assigned to
calculate the subsidy were quite different in Kenya in the two years. Further, since KREP serves
as both an apex organization and operates its own credit program, the consolidated figures
overestimate the subsidy dependence since it includes funds it loans to NGO's at interest values
lower than it charges to its own clients. Finally, it is not clear if all costs such as the value of
technical assistance provided by UNDP and the NGO headquarters are uniformly accounted for.
The calculations therefore provide only a broad order of magnitude.

Jacob Yaron, "Assessing Dcvclopmcnt Institutions", World Bank Discussion Paper #174, 1992



Table 6.3 Measures of Subsidy Dependence and Cost
Program Year SDI Costs as a percentage of:

Assets Loan Portfolio
KREP (consolidated) 1992 409 29 74
KREP (own schemes only) 1992 180 10 30
PRIDE Africa 1993 410 44 96
KWFT 1993 1461 31 338
GB 1987 180 8 16
GB 1989 130 9 17
BKK 1987 24 12 13
BKK 1989 20 13 14

Source: Author's calculations and Yaron (1992).
Note: Percentages in last two columns for GB are for 1985 not 1987, the SDI is for
1987.

36. These results suggest that there is a wide range of costs and subsidies in these schemes
PRIDE and KREP are the best perforner in terms of having the lowest subsidy dependence
followed by KWFT. But neither PRIDE nor KREP can match Grameen Bank or BKK in
performance. Rather than reflecting inefficient operations relative to the Grameen Bank and
BKK, the higher costs of the Kenyan credit programs particularly the KWFT may reflect the fact
that they have not yet become big enougl to achieve economies of scale. It is widely accepted
that credit schemes that target the poor, especially the rural poor, have high transaction costs. A
good portion of these costs are start-up, fixed costs. Till branches achieve a certain size
(estimated by KWFT at 1800 clients per branch), they cannot break even. Table 6.4 presents
some of the factors that may affect the financial viability of credit programs.

Table 6.4 Factors That Affect Sustainability
Program Recovery Number of Outstanding Savingm as % Interest

rate Loans portfolio of portfolio rate

KREP (own operations) 90+ 2852 S 321,388 1.3 35
PRIDE Africa 99.29 2124 S 192,381 60.2 38
KWFT' 100 S 26,174 42
GB 660,000 S30 million 31 12
BKK 510,000 S13 million 20 33.8

2
Source: Author's calculations from financial statements and Yasn (1994)
Note: Missing figures require clarification

37. The Kenyan credit programs are charging quite high nominal interest rates, and have high
loan recovery rates. The glaring difference here is the size of the operation. Both Grameen Bank
and BKK are far bigger than KREP, PRIDE and KWFT in terms of number of loans or
outstanding portfolio. They are thus able to achieve economies of scale. It is not possible, based
on these very tentative calculations to suggest that rapid expansion alone will bring the costs of

2
Jacob Yaron, wWhat Makes Rural Finance Institutions Successfulw, The World Bank Rcsearch Observer, 9,

January 1994.
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operation of the Kenyan NGOs down but there certainly seems to be a case for expansion. There
is a question as to whether the schemes do reach the intended targets.

Impact of Kenyan Credit Programs

38. There are only two recent studies of Kenyan credit programs, both from 1991. Both

found the access to credit had a favorable impact on clients. USAID sponsored a studx that
looked at 50 clients of two credit programs, urban and rural run by church organizations. GTZ
produced a study of 41 clients of the KIE Informnal Sector Programme which is fiunded by the
German donor agency. The USAID study found that average sales increased by 75%, value
added by 120%, and cash incomes by 110%. The average number of employees per enterprise
increased from 1.18 to 1.62 and household income for the assisted enterprises increased by 3 1%.
Not surprisingly, the performance was uneven. 30% of the enterpfiies experienced a reduction in
sales, 26% a drop in value added, and 56% a fall in cash income. Some enterprises did much
better than others.

39. The uneven performance reflected the fact that urban enterprises tended to do much better
than rural enterprises, and in urban areas, women's enterprises tended to do better than men's.
In rural areas the opposite was true, men-owned enterprises tended to do better. Production
enterprises showed greater absolute. Credit also had a favorable impact on the structure of goods
and services provided by the clients. 46% of the clients provided goods or services that were new
or unique to the community, 40% saved time or labor, and 30% were pficed cheaper than
competing goods and services. The GTZ study was less comprehensive, but it also found that on
average, clients tended to benefit from loans. 41 clients were visited a year after they received
their loans. Only three had shut down. The remaining businesses had added an average of 1.2
employees and had seen a real increase of 17% in sales and 12% in total capital. Longer-term
follow up studies have not been made in Kenya.

40. Although the overall impact of credit from the Kenyan NGOs appears favorable, the
less-favorable impact on rural enterprises revealed by the USAID study is worrisome .
Additionally, it is not clear that these credit schemes are really reaching the poor. The
USAID study found that average monthly incomes of assisted households were Ksh 12,692
in urban areas and K-sh 2,180 in rural areas. These figures are much higher than the
1992/93 poverty lines - Ksh 484.98 in rural areas and Ksh 1009.7 in urban areas. The
incomes of assisted households admittedly reflects the positive impact of the program but it
is unlikely that the impact was so large as to account for the four to twelve fold difference
between the poverty line and the recorded incomes. Although the average loan sizes could
not be calculated, the minimum loan sizes for PRIDE and KWFT is 10,000 and for KREP
5,000. To get a rough comparison with GB and BKK, institutions that are known to reach
the poor, we compared loan size as a percentage of per capita GNP, using 1993 exchange
rates and GNP figures and compared them with 1993 figures for the Asian programs. A
minimum loan size of Ksh 10,000 implies that the minimum loan was .65 of per-capita
GNP. For the Grameen Bank, the average loan per capita GNP ratio (in 1989) was .44

Scbstad and Walsh. 1991
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and for BKK it was .052. The minimum size of a loan, relative to per-capita GNP, is
significantly higher for some of the Kenyan programs. Another commonly used indicator
of success at reaching the rural poor is percentage of women loanees. This is significant
because rural women in developing countries often have the least access to credit of any
group - they have no acceptable collateral and are more likely to run micro-enterprises that
most credit institutions would not support. KWFT's clients are all women, but only 52%
and 50% respectively of PRIDE and KREP clients are women. This compares with 87% of
Grameen Bank clients who are women.

41. In sum, the financial performance of the three NGOs providing credit is not as good as
the best Asian programs, but it is possible that this may be due to the programs not being large
enough to achieve economies of scale. On two indicators the Kenyan programs are doing well -
interest rates charged and repayment rates. Efforts to incfease the number of clients per branch
and the number of branches, as well as savings of borrowers, should go a long way towards
financial sustainability. The limited evidence available indicates that micro-enterprise credit in
Kenya has a favorable impact on clients. But not all of the Kenyan credit schemes may be reaching
the poor as effectively as the German Bank and BKK do. The limited analysis made in this
report suggests that there is a case for expansion of these donor-financed schemes, but that
the donors should consider the possibilities and pay-offs to even better targeting - i.e. lower
loan sizes and increased participation by women.
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ANNEX 1: POVERTY AND WELFARE MONITORING IN
KENYA

Statistical Information Systems

Kenya is fortunate in that it has been a country that has been the focus of much social and
economic analysis and has received considerable support for the setting up of statistical
information systems. This has included support to line ministries such as the Ministries of Health,
Education, and Agriculture for the establishment of sectorally based information and reporting
systems, as well as support to the Central Bureau of Statistics (CBS). The CBS lies at the hub of
the Kenya statistical system, and many of the statistical units in the line ministries are in fact
staffed by officers seconded from the CBS. In addition, the CBS also maintains field offices in 44
out of the 47 districts. Altogether, CBS staff number 1,173 of which 632 are in the field. The
statistical capabilities of Kenya were at one time considered to be among the strongest in Africa.

A recent statistical task force report to the Govermment states that "In the 1970's and early
1980's the Central Bureau of Statistics had established a reputation as a statistical organization
delivering a wide variety of outputs of sufficient quality and in time for the benefit of their
principal users". The report then goes on the say however that "the Central Bureau of
Statistics' performance started to deteriorate in the latter half of the 1980's when many
outputs were either considerably delayed or ceased to be delivered at all". This deterioration
in the quality of the CBS activities has become a cause of considerable concern and was one of
the primary reasons for the establishment of the Task Force itself

Underpinning the CBS's household data collection capabilities is the National Sample
Survey and Evaluation Programme (NASSEP) which was started in 1980 and is now in its third
phase. NASSEP is made up of the following elements:

- a master sample of 1,144 primary sampling units (PSU), capable of providing
district level estimates,
a permanent cadre of field enumerators and supervisors located in the PSUs,
a 5-year program of household-based surveys.

A wide range of surveys were initiated under NASSEP, including: rural and urban
household budget surveys, labor force surveys, surveys of demographic change, crop forecasting
survevs, market price collection inquiries, and various social indicators and monitoring surveys.
Regrettably, many of these were either never analyzed or analyzed so late that the value of the
analysis was reduced almost to insignificance. Thus, while NASSEP had enormous potential as
a statistical tool, it had not lived up to expectations. The Statistical Task Force identified the

An Evaluation of Statistical Needs of Kenya: A memorandum to the Government by the Director of Statistics,
Central Bureau of Statistics, 1993. The Task Force, consisting of 17 persons with Mr. H Mule (retired
Permanent Secretary of the MPND) as its chairman, and Professor M. Mukras (then professor of Economics
in Nairobi University and later the Director of Planning, MPND) was set up in 1992 to undertake a full
review of the Kenya statistical system and of user needs for statistics.



following five areas of weakness in respect of "survey content and scheduling; questionnaire
content and design; sample size and design; data processing; and planning and monitoring of

2
survey operations". Among the reasons for the disappointing performance of NASSEP were:
unrealistically ambitious objectives, particularly with respect to the objective of providing regular
district-level estimates and to the size and scope of the questionnaires used, the inability to exploit
new data processing technology and approaches; and budgetary and personnel constraints.
Another deficiency of NASSEP is that while it purports to provide national coverage, the master
sample does not in fact cover the northern districts (except for the urban district headquarters).
While the population in these districts accounts for only a very small percentage of the total
population, the people in these areas are undoubtedly among the poorest and most vulnerable in
the country and should be included in any national monitoring system.

Nevertheless, despite its limitations, NASSEP is unrivaled as far as its potential capability
to provide the sort of information required of a national welfare monitoring system, and it has,

3
and continues to be used as the primary vehicle for such activities in Kenya. Aside from
providing the framework for the regular crop forecasting and price reporting activities of the
CBS, NASSEP was also the vehicle that was used for conducting 8 District Welfare Monitoring

4

Surveys in 1991-92 with UNICEF assistance

The main welfare monitoring activity in Kenya at this time is, however, the Household
Welfare Monitoring and Evaluation System (HWMES).

Household Welfare Monitoring and Evaluation System

The HWMES was set up and became effective as a World Bank supported project in July
S

1992 . It was initially conceived of in the context of the Government's Social Dimensions of
Adjustment (SDA) program as an instrument for monitoring and evaluating the social
consequences and impact of the Governments economic reform policies. The objective of the
HWMES are:

* to establish an information system that will provide timely indicators on living
standards for different population groups,

* to monitor and inform policy-makers of changes in living standards,
particularly for the poor and vulnerable population groups, and

2
Ibid. (p.32)

3
NASSEP is however not the only source of welfare monitoring data. Reference should also be made to the

USAID-sponsored Famine Early Warning System (FEWS) - a regional program of the Africa region, but with
a Kenya country program.

4
The 8 districts that were surveved included: Baringo, Kwale, Mombassa, Embu, Kitui, South Nyanza, Kisumu,

and Nairobi.
S
The HWMS is a sub-component of the Kenya Health Rehabilitation Project (23 IO-KE)



Figure 1 * to develop the analytical
capability to relate changes in
living standards to national
policies and programs

Data analysis
nd interpretatio While the project has as its objective

the provision and use of rapid policy-
relevant information, it has an even more
fundamental objective of building up
national capacity. The project included a

a X / X focus on: data collection and processing;

Data collection Data storage data storage and dissemination; and, most
and processing and access importantly, on data analysis and

interpretation. Figure I provides a
conceptual representation of the three
elements of the HRSSD.

Structure of the System

Overall coordination of the HWMES is intended to be provided through an Interagency
Coordinating Committee, comprising senior representatives from the key ministries. To date
however t his committee has not met. An HWMES Technical Committee, chaired by the Chief
Economist of the HRSSD, has however been established to ensure coordination at the technical
level and meets periodically.

The complete monitoring system is intended to involve the participation of a number of
different institutions and agencies involved in data collection, storage, analysis and dissemination.

The two primary institutions are
Figure 2 however the Human Resources

and Social Services Department
ORGANIZATIONAL SRUCTURE OF THE HOUSEHOLD (HRSSD) of the Ministry of

WELFARE MONITORING AND EVALUATION SYSTEM Planning and National

Development, which has the
INTERAGENCY primary responsibility for the

HRSSD | COORDINATING implementation and
COMMITIEE coordination of the HWMES,

-l , and the Central Bureau of

VERNMENT CENTRAL OTHERS Statistics (CBS). The structure
IUINISlRIES BUREAU (UNIVERSITIES of the monitoring system is

AGENCIES OF & RESEARCH shown in Figure 2.
AGENCIESSTATISTICS CENTrERS

HRSSD Component

The Human Resources and Social Services Department (HRSSD) has the primary
responsibility for the design, coordination, and implementation of the HWMES. It is expected to
fulfill the following functions:

Coordination: The HRSSD coordinates the various elements of the system through the
Technical Committee. This committee periodically reviews the different components of the



HWMES. It should also administer a Study Fund which can be used to finance such
studies on welfare and poverty related issues as may be suggested to or proposed by the
Committee. To date the fund remains underutilized and has only has been used for the
poverty profile report which compares the poverty situation in 1993 with the situation in
1982. The fund could in the future also be used to finance a continuation of the
participatory poverty assessments that were undertaken in support of the current report.
These are described later in this chapter.

* Socio-economic Database Creation and Maintenance: The HRSSD is planning to
establish a set of simple databases to store the information collected through the CBS
surveys and other sectoral monitoring activities. Provision was made under the project
for a database management advisor but to date the recruitment of the advisor has not
taken place.

* Information dissemination: The HRSSD is responsible for ensuring that the information
generated through the system is swiftly communicated to policy makers and others
concerned with national social and economic development plans. Much of this is handled
through routine and ad hoc communications within and between ministries, but the
HRSSD is also in the process of establishing an annual report on Social Trends which will
be produced each year before the Economic Survey. The work that has been done on
developing poverty profiles for Kenya is the first step towards establishing this annual
report

- Analysis and Policy Advice: The main purpose of setting the HVWMES project unit in the
MPND was to strengthen the HRSSD's ability to analyze the social impact of Government
policies and to provide advice on the fine-tuning of policy. It is not expected that the
HRSSD should undertake all analysis itself but that is should commission analytical work
from the universities and research institutions. The project also supports periodic
workshops on poverty-related issues. The most recent such workshop has been
conducted, with UNICEF assistance, to review the poverty profiles study comrnissioned
earlier by the HRSSD.

CBS Component

The CBS plays an important part in the delivery of the HWMES, primarily through the
implementation of the annual Welfare Monitoring Survey. This survey collects a limited number
of key social and economic variables at household level. The questionnaire is short and quick to
administer and provides information on basic needs (education, health, nutrition and food
expenditure, and housing), employment and migration, and assets. The design of the survey drew
on the experience of the Kisumu Household Welfare Monitoring and Evaluation survey as well as

6
on the SDA Priority Survey, but was adapted to the specific needs of the HRSSD. It is planned
that the WMS should be undertaken as an annual survey with a standard core element and the
possibility of adding to this more specialized subject-specific modules. The sample design allows
for the survey results to be disagregated and presented at district level.

6
The Social Dimensions of Adiustment Priority Survev: An Inoent for the Raoid Identification and Monitorinotf Petlicy Tarect Grouos

Grootaen and Marchant. SDA Working Paper No. 12. World Barnk Feb. 1991.



Experience with the 1992 Welfare Monitoring Survey (WMS 1)

The first WMS was undertaken in December 1992. Efforts were made by the CBS to
rninimize time taken between data collection and the presentation of initial results (a problem
which had plagued recent CBS surveys) and the provisional results were published in June 1993 in
the Economic Survey. While this was in itself an impressive achievement, subsequent inspections
of the data revealed a number of problems both at the data collection level as well as in the
processing of the data which could have had potentially important effects on the quality of the
results. Out of a total of 12,050 sampled households, 24 clusters (240 households) had to be
dropped because of civil disturbances in the clusters in which they were located. A further 447
households were found to be deserted and could therefore not be enumerated. Such data
collection.problems are common in surveys of this kind. More problematic however was the fact
that, once the questionnaires were submitted for processing, a further 1840 were found to be
incomplete and had to be rejected. An additional 1006 questionnaires were later discarded
because they were missing key variables or because of outliers. The final sample that was used for
the analysis was consequently reduced to 8050 households. District-level adjustment factors were
applied and household weights were recomputed to take into account the missing households and
to provide both national and district level estimates.

The loss of such a large number of households must undoubtedly raise questions as to the
validity of the results. If the errors are randomly distributed then the only effect will be on the
precision of the estimates. If, however, they are systematic then the results will be biased. The
data were consequently closely scrutinized during processing to see whether the loss of data
appeared to be in any way associated with particular areas or field staff. This analysis of the
missing data did not however indicate any obvious systematic or regional bias. Further checking
of the data, involved the comparison of the survey results with other data sources, i.e. the
national accounts. They appeared reasonably consistent with these other sources. In data reiating
to education, the enrollment rates appeared consistent with data from the Ministry of Education.
The survey results were also compared with the results from similar surveys conducted in other
African countries. Here again the WMS appeared to stand up reasonably well. Even taking into
account the substantial reduction in the sample size due to lost data, the WMS sample is still one
of the largest in Africa used for poverty monitoring. Nevertheless, it is probable that the missing
data will have introduced some element of bias, albeit tolerably low. The results must therefore be
interpreted with some caution, particularly when disagregated down to sub-national levels, where
the effects of bias are likely to be most noticeable.

These problems of lack of quality control introduced substantial delays in the processing
and cleaning of the data. It was thus over nine months before credible results started to
appear. Nevertheless, extensive use is now being made of the survey. A basic report has been

prepared by the CBS and the survey has provided most of the data used in the HRSSD poverty

7
Thc First Wclfare Mcnitoring Survey (WMS1). Draft Basic Report: Dr. Aloys B. Ayako, prepared for the Central

Bureau of Statistics, Nairobi, Kenya, February 1994.



profiles. In addition, the WMS has been extensively used in the recent Public Expenditure
9

Review . HRSSD and CBS have jointly organized a short workshop to present and review the
key survey findings. They have also been urged to take the necessary steps to see that the
disagregated results are made available to, and discussed by, the district development committees
as a tool to improving the poverty focus of their work.

The data collection for the second round of the WMS has been completed, and the
indications are that the implementation was good. The questionnaire was refined and augmented,
based on the experience with the first survey and has included the arid districts. It will be
particulrly important that data processing and analysis procedures are carried out in a competent
manner.

The HWMIES is also supporting other data collection activities of the CBS including the
Urban Household Budget Survey which is currently in the field, and market price collection.

In order to be able to deliver the necessary data for the HWMES in a timely and reliable
manner, the CBS is being assisted under the project to strengthen its capacity in the following
areas:

* NASSEP III sample frame development and maintenance: As a part of improving the
efficiency of the national sample operations, the sample details are now stored on
computer so as to assist with the drawing of samples for specific surveys, the
calculation of household weights and the eventual computation of sampling errors.

* Data collection infrastructure and operations: Assistance is being provided to equip
the field offices with the necessary vehicles, motorbikes, measuring and weighing
equipment to be able to deliver the proposed survey program.

* Decentralized data entrv: One of the causes of problems with the NASSEP 2 program
was the difficulties encountered in the area of data entry and data processing. The
HWMES is supporting the phased development of district data entry capabilities.

* Report production and printing: The ability to generate and print documents of a high
quality is an attribute that the CBS is anxious to enhance and one the HWMES is
supporting through the acquisition of desktop publishing equipment and the training
of staff in its use.

Kcnya Poverm Profiles, 1982-92: John Thinguri Mukui , Draft report prepared for thc Officc of the Vice-Presidcnt
and Ministry of Planning and National Development, Nairobi, Kenya. March 1994.

9

Kcnva Public Expenditure Review, World Bank, Nairobi, 1994. Background documcnts using WMS data
includc:
'The Incidence of Education Expenditure in Kenya": Lionel Demcry and Mathew Vcrghis; Education and
Social Policy Dcpartment, World Bank, March 1994.
"Public Health Expcnditure and the Rural Poor in Kenya": Julia Dayton and Lioncl Dcmcry; Education and
Social Policy Department, World Bank, January 1994



Other Components

As Figure 2 shows, the full HWMES is expected to include other ministries and
institutions, in particular, the sectoral monitoring systems in health, education and agriculture. To
date however these systems have not been coordinated and no links have been established
between them and the main activities of the monitoring system. The extent to which this is
achievable will depend on the effectiveness of the interagency coordinating committee which, as
noted earlier, has yet to become functional.

The system also includes provision for inputs from other institutions and research
establishments outside government. In this respect, the recently instituted Participatory Poverty
Assessments (PPA) are of considerable interest in that they provide qualitative data collection
approaches which can be used to complement and extend the quantitative survey work of the
CBS. It is proposed that these PPA be incorporated as a permanent feature of the HWMES to
complement the WMS (see below).

Recommendations

The primary recommendation is for the continued strengthening and development of
the HWMES. It is regrettable that the lack of quality control in the execution of WMS I and the
subsequent delays in the processing of the data did little to help reestablish the CBS's credibility as
an agency capable of providing rapid and reliable statistical data, but as long as surveys are kept
simple and lessons are learned from this first round and applied to subsequent rounds, it is
possible that the necessary national capacity can be built up to make this a sustainable and
effective system. Equal attention must continue to be paid to the development of user
competencies (demand sides) as well as to improvements in data collection and processing (supply
side). The detailed recommendations cover the three component parts of the monitoring system:
data analysis and interpretation; data collection and processing, and data storage and access.

Data Analysis and interpretation

1. Interagency Coordinating Committee to be made operational

The monitoring system must be closely linked to the users of the system and must be responsive
to user needs. In this respect the Coordinating Committee should play an important role in
ensuring that the system does help guide and fine-tune government policies also that it
incorporates the sectoral monitoring systems of the line ministries.

2. Greater use to be made of the Study Fund

The Study Fund is currently underutilized. It should be used to promote further studies on
the effects of macroeconomic policies on welfare at the household level and on the overall impact
on poverty.
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3. Dissemination to be extended to districts

It is vital that the results of the studies and of the WVMS are quickly relayed to the districts
and discussed by the District Development Committees. The district planning and statistical
officers should be used to present study/survey findings as they related to the districts in which
they work. To do this, they could promote the use of district-level workshops.

Data collection and processing

4. Task Force recommendations to be reviewed by Government

The statistical task force has produced a report with fundamental recommendations
concerning future directions for the national statistical system. These include: restructuring the
CBS to become the National Statistics Commission and elevating its status to become an
independent body outside the Civil Service but within the Public Service. These recommendations
could have a profound -effect on the way statistics are collected and processed in Kenya, and the
Government is urged to consider them and make its needs in this area known to the donor
community.

5. Feasibility study on how to monitor northern districts

NASSEP 3 currently does not include the northern district which contain some of the
most vulnerable population groups in the country. It is recommended that a feasibility study be
undertaken as soon as possible to consider how and at what cost the welfare of these communities
can be monitored within the framework of the HWMES.

6. Improve quality control in data collection and processing

The CBS needs to reestablish credibility as a supplier of high quality statistical data. In this
regard, it needs to review its data collection capabilities paying particular attention to the needs
for improved training of field staff and tighter supervision.

7. Recruit data processing advisor

The greatest obstacles to producing timely survey results are still to be found in the area of
data processing. The data processing advisor, foreseen under the HWMES urgently needs to be
recruited to assist the CBS update and modernize its data processing procedures, and assist with
the phased decentralization of the data entry functions.

8. Establish fixed timetable for WMS

The WMS needs to be implemented at the same time each year in order to yield consistent
data for time series. The CBS is urged to set aside a particular time in the year when future
WMSs are to be undertaken.



Data Storage and Access

9. Clarify/simplify data access rules and procedures

Although the CBS insists that it encourages a policy of open access to data, current rules
and procedures are complicated and do not facilitate the further exploitation of the data that is
available. These procedures need review and simplification.

10. Establish CBS survey library

The CBS, like many other statistical offices, faces a situation that, once a basic survey
report is written, further analysis of the data is very difficult due to inadequate documentation and
storage of the data. The solution lies in the creation of a survey library. Such a library should
contain data files and documentation for every survey that the CBS is invQlved in.

11. Document and digitize NASSEP 3 sample clusters

As part of the documentation for the survey library, the CBS should ensure that the
NASSEP 3 sample details are fully documented and available to analysts. The documentation
should also include digitized map references for all clusters in the sample frame. This will then
make possible more effective use of "Geographic Information Software"(GIS) for analysis and
mapping of results.

PARTICIPATORY POVERTY ASSESSMENT
(Issues, Methods and Replication)

The purpose of the Participatory Poverty Assessment (PPA) was to understand poverty as
experienced by the poor, and to bring about policy changes to reach the poor. To reach this goal,
the process of the PPA becomes very important. This note spells out the process used to generate
results, the issues addressed by the PPA, the sampling framework and the data collection
methods, and suggestions for replicating the study to monitor poverty and the impact of
development programs ont he poor.

The study was financed primarily by ODA. The costs of including Mandera and Kisumu
districts were met by UNICEF. In country coordination of the research teams was provided by
AMREF. The HRSDD and CBS were involved in providing the sampling frame and liason with
district authorities.

1. Process.

Involvement of key government actors and non-government organizations was sought
through meetings and workshops both prior to data collection and to discuss findings. At the
district level one-day workshops were held to tap into the district governments views on poverty
issues and to understand the district decision making process. Results from the field were fed back
to the districts by the research teams soon after field work and will culminate in a national level
workshop with senior policy makers.



2. The issues

There were six sets of issues that were targeted to complement or verify the findings from
the CBS Welfare Monitoring Survey. The issues were identified by government and Bank staff.
The PPA focused on the perceptions primarily of the poor to answer the following questions.

(a) What are the characteristics of poverty? Who and how many are poor? Are the
numbers increasing or decreasing? What are poor people's perceptions of their
future and the most important interventions to reach the poor?

(b) Do the poor have access and are they using basic social services primary
education, primary health centers, and clean, reliable water? What are the
constraints and determinants of use? What are the poor's perceptions of
governmene services and service providers?

(c) What are the coping strategies of the poor, including the small farm holder? What
role do social support networks, social organization and groups play? Are there
any gender differences? Are the poor included in self-help groups? Has there been
out migration into towns, especially of women?

(d) What are the perceptions of the service providers about the poor, their needs and
ways of reaching them?

(e) How does the decision making process work at the district level, especially with
reference to water, support to and location of health and education facilities?

(f) What are the policy implications of the study? What specific conclusions can be
drawn from the study? What are the recommendations for setting up a community
surveillance system to complement the statistical data on a yearly basis?

The Urban Study

Given extreme time constraints and yet the importance of highlighting urban poverty
issues, a small sample study was conducted in two informal settlements of Nairobi. Some studies
show that single mothers, without land in the rural areas and without a husband are concentrated
in the slums of Nairobi and are also one of the most destitute groups. Hence a very focused study
was conducted of 70 women in poverty, heading households with children. The focus was on their
life histories, time and event analysis and coping strategies. The work was conducted through
NGOs active in the area or interested in providing services to enure that there is some follow up
action as a result of the study. The two NGOs were National Council of Churches of Kenya and
AMREF.

3. Sampling

To ensure complementarily to the WMS data, based on the WMS data, the poorest
districts across the five southern provinces of Kenya were chosen. The CBS cluster sample maps
were used to randomly select 6 villages from the clusters. UNICEF financing made possible



inclusion of one of northern ASAL districts not included in the WMS, and Kisumu, of particular
interest to UNICEF.

4. Methods

A mix of methods were used for the data collection process to ensure depth and
triangulation of information.

(a) MAPPING AND WEALTH RANKING. To understand the characteristics of poverty
and who was poor, community groups first drew a community map, discussed the
categories of poverty and then ranked every household on a four point wealth
scale. The map included the main infrastructure, major resources; shops, schools
churches, cooperatives etc. Sample- 2-3 groups, men, women and youth.

(b) PROBLEM IDENTIFICATION. A visual tool was developed, 15 pictures were
drawn by a local artist showing different problems; groups selected and ranked the
3 most important problems affecting them.

(c) GENDER ANALYSES. A visual tool with 15 drawings to understand ownership,
access issues and what happens to women's resources with death of partner or
divorce.

(d) HEALTH SEEKING BEHAVIOR. A visual tool to understand the determinants of
health clinic use; for different family members, understand the nature of illness and
attributes of the health center considered important.

(e) Focus GROUP DIscussiON. Were conducted on a series of issues related to
coping strategies of the poor and the history of key health , education and water
facilities.

(f) HOUSEHOLD INTERVIEWS. With the poor to explore in depth coping strategies of
the poor, men and women ( the data were computerized).

(g) KEY INFORMANT INTERVIEWS. To understand the district decision making
process and community groups, networks and social organization.

(h) SENTENCE COMPLETION TASK. School children , 6th grade completed 8
incomplete sentences or write brief essays, to understand their satisfaction with
school and vision for the future.

5. Data Feedback, Analysis and Dissemination

Field work was conducted by teams of five research assistants (male and female)
supervised by a senior anthropologist or sociologist. Each team spent 3-4 days per village. The
quality of data were checked in the field every evening, and before leaving the communities, field
workers will completed their village reports. In many districts data were fed back to the district
authorities soon after field work was completed, before the research teams left the district. A step
by step was used to synthesize the reports. Using a common outline, over a period of two weeks,
field teams compiled district reports based on the village reports. These reports were used to
write the national PPA report for Kenya. A limited amount of data were quantified by hand and by
computer. Findings will be discussed at a national seminar in the summer or early Fall 1994.



6. Replication

Data collection has costs. The success of the PPA in generating data useful to guide policy
making, makes it important to build on the current efforts. Four strategies should guide this effort.

(a) Use some simple community level data collection methods such as social mapping
and wealth ranking to get community involvement in poverty monitoring, to
complement more conventional data collection methods.

(b) Use the WMS cluster samples to select 35-40 different villages, for in-depth study.
(c) Study a core set of directly poverty focused issues and a limited set of additional

issues of particular relevance to policy formulation for that particular year.
(d) While the internal capacity of the HRSSD and CBS needs to include an

understanding of the participatory and sociological concepts and methods, the
studies should be conducted through contracting out to NGOs, universities and the
private sector.
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Table 1: POPULATION, 1979-2000

(In Millions)

Total
Year Population

1979 1/ 15.3

1980 15.8

1981 16.4

1982 16.9

1983 17.5

1984 18.1

1985 18.7

1986 19.4

1987 20.0

1988 20.7

1989 1/ 21.4

1990 22.1

1995 26.2

2000 31.0

1/ Census data. Thaw yield an ayig. annual grouith

rate for 1979 - 1989 of 3.4% whh is umd to
obuain the eiimaZ.

Source: Central Burcu of Statisics, Population Cams, 1979
ad 1989; gaff egmazes.



Table 2: EMPLOYMENT BY INDUSTRY AND SECTOR
(In Thousands)

Prov, .

1953 1984 1915 1986 1987 1988 1989 1990 1991 1992 1993O

Wege Employees I93.3 1119.4 1174.4 1226.7 1285.4 1345.9 1368.4 1409.3 1441.7 1461.9 1474.9

Agnculture and forestry 231.1 235.4 240.9 248.4 253.0 266.8 261.S 269.7 272.0 273.9 274.3
M-nangad quarytig 3.5 4.1 4.3 3.8 6.5 3.9 4.0 4.1 4.4 4.4 4.5
Manufactuing 148.8 153.1 15S.8 166.2 175.0 180.2 182.1 117.7 181.9 190.3 193.6
E1etnciry and water 17.2 17.4 17.8 1.2 19.2 21.1 22.4 22.4 22.4 22.3 22.1
Coftruction 60.2 49.3 49.9 55.7 58.2 69.5 61.7 71.4 72.4 73.2 72.6
Trade,rustaurants and hiotels 0.3 84.8 S9.7 95.4 105.3 106.4 110.3 113.9 116.7 11.5 121.1
Transport and communications 55.0 54.1 55.7 62.0 64.4 73.6 75.1 74.5 76.2 76.8 77.3
Finance and buwuea aervnces 45.7 50.2 53.4 56.3 57.9 61.3 63.7 65.3 66.3 70.6 72.6
Other servuces 1/ 451.5 471.1 503.4 520.7 545.9 563.1 578.9 600.3 622.4 631.9 636.3

Pnvate Sector 565.5 578.0 599.7 620.9 658.0 676.6 682.8 709.5 726.6 763.2 789.5

AgnculWre and forestry 177.3 151.3 186.0 192.9 195.8 191.4 195.1 202.4 200.9 203.0 205.9
MUUDg and quanying 2.1 2.6 3.2 2.3 6.V 3.3 3.4 3.4 3.6 3.7 3.8
Manufactung 117.1 119.7 123.6 130.1 133.2 141.1 141.8 146.1 149.8 151.0 154.3
Electricity and water 0.1 0.0 0.0 0.0 0.2 0.2 0.2 0.5 0.5 1.0 1.2
Construction 31.4 27.2 25.8 24.1 26.1 31.1 33.4 36.8 40.7 42.0 42.4
Trade,resuatwaz and hotela 74.6 79.2 83.S 89.1 97.1 98.0 101.4 104.6 108.8 111.0 114.1
Transport nd commusications 21.1 20.1 20.5 19.6 19.7 23.2 24.5 26.1 27.3 28.7 36.4
Fiance and busines srvice 36.1 31.4 40.1 40.7 41.6 44.2 45.3 47.1 47.3 51.5 54.8
Other servica 1/ 105.7 109.6 116.7 121.4 130.3 137.1 137.7 142.5 147.7 171.3 176.6

Public Sector 2/ 527.8 541.4 574.7 605.8 627.4 669.3 615.6 699.8 715.1 698.7 615.4

|Self-employed and family workars 63.2 32.4 33.4 35.4 3S.1 43.9 44.3 41.2 52.2 53.5 56.2

SSmll acale enterpnres 3/ 221.4 233.3 254.5 231.1 312.1 346.4 383.5 937.4 1063.2 1237.5 1466.5

TOTAL 1377.9 1385.1 1462.3 1543.2 1635.6 1736.2 1796.2 2394.9 2557.1 2753.2 2997.6

Memo Items:
Wage Employees 1093.3 1119.4 1174.4 1226.7 1235.4 1345.9 1368.4 1409.3 1441.7 1461.9 1474.9
Regular 398.3 932.0 1031.4 1062.3 1093.7 1143.2 1174.9 1228.4 157.9 1293.0 1303.8
Casual 194.5 137.4 142.9 164.4 191.7 202.7 193.5 180.9 183.8 168.9 171.1

L/ Co.inuty. mocal amd pinoa dnt,.
'] Set S Appai d Tabi 16 for duaa.

3/ L-Iclu ura ional aor: da rmva fron 1990 onwars.

SOurce: Ccua. Burau of SsaUme.. Ecomamw 3urve. vnovari .



Table 3: GROSS DOMESTIC PRODUCT BY ORIGIN AT CIJRRENT PRICES
(In Millions of Kenya Pounds)

Prov.
1933 1954 1915 1986 1987 1988 1989 1990 1991 1992 1993

Non-Moneury Economy 199.6 215.1 246.9 263.8 297.4 348.7 394.5 421.7 458.5 483.6 518.1 i
Forestry and fishing 26.3 29.6 35.0 39.1 45.5 54.7 62.1 65.t 71.3 75.4 81.0
Building and -orntrution 60.0 62.1 76.3 71.3 77.1 91.0 33.9 90.3 92.7 98.6 104.1
Water collection 22.1 24.8 25.1 31.6 35.3 40.7 44.5 46.1 49.0 54.7 53.1
Ownership of dwellings 91.2 93.6 107.5 121.4 139.0 162.3 199.0 218.9 245.4 255.0 274.9

Monetary Economy 3274.0 3657.8 4171.7 4351.2 5350.9 6131.9 6993.4 7956.1 9031.9 10432.9 13034.7
Agriculture 1126.5 1244.3 1357.2 1593.1 1669.3 1902.7 2033.4 2235.5 2337.7 2631.9 3583.0
Forestry and fishing 35.8 39.5 44.5 53.0 67.1 31.7 120.3 140.0 163.5 213.8 269.9
Mining and quarrying 7.4 '.5 10.0 11.5 13.3 15.7 13.6 23.0 23.0 30.3 35.2
Manufaring 403.3 461.0 513.4 601.2 652.5 753.0 855.4 937.4 1167.4 1230.7 1419.7

Building and constnution 137.6 133.6 161.5 175.1 210.3 234.1 323.4 376.3 477.1 539.9 655.1
Eletncirty nd water 37.6 43.2 49.5 52.1 55.2 57.6 64.0 79.4 92.1 100.3 116.8
Trade, returnt & botels 371.0 439.7 520.6 561.0 623.3 712.0 329.1 947.6 1133.4 1517.1 1920.7

Trmsport stormp g comm. 215.9 250.3 296.4 341.1 393.4 433.7 513.0 591.2 681.9 903.7 1117.7
Finane & busunes services 243.7 269.0 314.9 365.2 413.7 501.3 594.3 686.7 865.4 1031.3 1259.3
Ownersip of dwellings 196.7 214.5 231.7 263.0 303.6 355.6 393.9 430.5 546.0 576.0 725.7
Domstic services 35.6 44.9 51.3 63.0 71.3 33.9 97.5 113.6 132.4 154.6 177.3
Goverment services 475.3 522.2 616.3 756.5 t58.4 993.0 1143.2 1293.5 1417.3 1722.7 2051.3
Other services 92.2 107.3 129.6 153.7 131.7 197.9 223.0 251.5 292.2 363.7 477.9
Imputed bank service chrges -114.5 -120.2 -130.6 -150.2 -173.0 -246.0 -231.6 -262.5 -323.1 -643.0 -725.4

Total GDP at Factor Cost 3473.6 3372.9 4413.7 5115.0 5643.2 6480.6 7387.3 3377.3 9540.3 10966.5 13602.7
|Memo Items:
Toul GDP at Factor Cost 1/ 3473.6 3372.9 4413.7 5115.0 5643.2 6430.6 7337.3 3377.8 9540.3 10966.5 13602.7

Agriculture 1133.6 1313.5 1436.7 1690.1 1731.9 2039.1 2271.3 2441.3 2577.6 2971.1 3934.0
Industry 672.9 733.1 343.8 950.3 1044.6 1242.1 1394.3 1603.5 1906.4 2054.5 2339.0

Manufactunmg 408.3 461.0 513.4 603.2 652.5 753.0 355.4 987.4 1167.4 1230.7 1419.7
Services 1612.1 1326.3 2133.2 2474.6 2321.7 3199.4 3721.7 4333.0 5056.4 5941.0 7279.3

1 See Tehncal Nas for aggr_gu a.

Sovrce Clt DgBaru of Ssuimc. Eceoc Surv. yvari aiu sad MiiMy of (Planig.



Table 4: GROSS DOMESTIC PRODUCT BY ORIGIN AT CONSTANT 1982 PRICES
(In Millions of Kenya Pounds)

Prov !
1983 19S4 1985 1986 1987 1988 1989 1990 1991 1992 1993

|Non-Monetary Economy 178.4 185.7 202.4 201.7 208.8 214.8 223.4 229.6 234.5 237.4 239.6
Forestry and fishing 24.9 25.8 28.5 29.2 30.1 31.1 32.0 32.9 33.6 34.3 35.1
Building and construction 57.2 59.1 70.6 65.3 67.7 68.2 71.5 72.9 74.4 75.5 75.8
Water collecuon 19.9 20.3 20.7 21.1 21.7 22.6 23.4 24.1 24.9 25.3 25.5

i Ownershupofdwelhngs 76.5 80.6 82.7 86.1 39.3 92.9 96.4 99.7 101.7 102.3 103.2

Monetary Economy 2946.5 2966.0 3110.9 3296.5 3459.6 3642.2 3329.8 3994.0 4077.0 4094.7 4098.0
j Agnculture 979.1 941.1 975.6 1023.4 1062.6 1109.3 1152.5 1192.0 1173.9 1134.8 1088.3

Forestry and fishing 32.2 33.3 36.2 39.0 44.6 48.7 53.4 56.0 59.3 60.3 58.9
Ming and quarryig 6.7 7.4 8.1 8.4 9.1 10.2 10.6 11.3 12.0 11.0 11.2
Manufacturing 339.1 405.8 424.1 443.7 474.3 502.8 532.5 560.3 581.6 588.6 599.2
Building and consatiuon 112.0 104.5 108.1 112.1 116.7 121.7 131.4 134.3 129.3 122.2 114.0
Electricity and water 26.1 26.3 29.0 31.2 33.6 36.5 39.5 43.7 46.0 45.1 45.5
Trade, restaurints & hotels 315.3 332.6 355.2 390.0 412.5 436.3 455.5 466.0 472.1 473.9 479.6
Transport, snorage & comm. 201.5 202.3 206.5 215.4 224.9 234.0 241.1 249.7 259.1 263.6 265.7
FiSnaCe & business services 226.0 222.5 244.5 261.0 274.5 291.3 313.1 333.2 353.5 377.9 406.3
Ownership of dwelings 18.5 134.6 190.3 196.5 205.6 212.2 220.6 229.4 235.3 239.0 239.5
Domestic services 34.9 37.2 39.t 44.0 48.7 55.3 62.4 70.5 73.3 35.3 93.1
Governmert services 459.9 473.1 497.3 523.7 554.1 536.2 613.4 645.7 669.1 615.4 699.1
Otier services 36.3 94.2 99.1 104.1 111.7 119.7 127.9 135.9 141.1 144.5 145.7
Imputed bank service charges -104.1 -99.4 -103.0 -105.9 -113.4 -121.3 -129.1 -134.0 -133.6 -142.0 -148.1

tTotal GDP at Factor Cost 3124.9 3151.7 3313.3 3493.2 3663.4 3357.0 4053.1 4223.6 4311.5 4332.2 4337.6
IMemo Items:
Total GDP at Factor Cost 11 3124.9 3151.7 3313.3 3493.2 366t.4 3357.0 4053.1 4223.6 4311.5 4332.2 4337.6

Agnculture 1036.2 1000.2 1040.3 1091.5 1137.3 1139.1 1233.0 1230.9 1271.1 1229.5 1182.3
Industry 610.9 623.9 660.5 686.3 723.1 761.9 309.0 346.7 363.1 367.7 371.3
M nig 6.7 7.4 3.1 3.4 9.1 10.2 10.6 11.3 12.0 11.0 11.2
Manufactunng 339.1 405.3 424.1 44t.7 474.3 502.3 532.5 560.3 531.6 533.6 599.2
Other indusuty 215.2 210.6 223.4 229.7 239.7 243.9 265.9 275.1 274.5 263.1 260.9

Services 1477.1 1527.6 1612.5 1719.9 1103.1 1906.0 2006.2 2096.0 2171.5 2235.0 2284.0

Sec Tchnwai Note for au&hwc webem.

Source Cenuin Bure.eu of Statsics. Ecomouc Survey. varous iesmd Mistry of Plasikg.



Table 5: GROSS NATIONAL PRODUCT BY EXPENDITURE AT CURRENT PRICES

(In Millions of Kenya Pounds)

Prov.
1913 19t4 1915 1916 1917 192t 1989 1990 1991 1992 1993

GDP at Factor Cost 3473.6 3172.9 4411.7 5115.0 5648.2 6410.6 7337.1 3377.1 9540.3 10966.5 13602.7
Non-Monetary 199.6 215.1 246.9 263.1 297.4 341.7 394.5 421.7 451.5 413.6 51.1I
Monetary 3274.0 3657.1 4171.7 4151.2 5350.9 6131.9 6993.4 7956.1 9081.9 10412.9 13014.7

Net Indr- tTsxu 509.3 519.6 611.7 759.2 910.2 1079.1 1191.6 1399.0 1522.2 1521.1 2459.3
IndwrctTaxes 511.0 591.4 619.7 759.1 910.9 1079.2 1191.7 1399.1 1522.2 121.2 2459.9
Subsidies 1.7 1.1 1.0 0.6 0.7 0.1 0.1 0.1 0.1 0.1 0.1

GDP at Marit Prices 3912.9 4462.5 5037.3 5874.2 6551.5 7559.7 1579.4 9776.1 11062.5 12717.7 16062.5

Resource Gap 17.8 61.5 53.6 -10.3 334.5 400.1 634.7 510.3 140.3 -12.3 -106.5
Imports of GNFS 1/ 1014.2 1232.0 1321.4 1506.4 1734.1 2054.3 2612.4 3069.5 3166.3 3452.1 5939.1
Exporu of GNFS 996.3 1170.5 1274.8 1516.7 1399.6 16S4.2 1977.7 2559.3 3025.6 3464.4 6745.9

ToWu Resourcs 4000.7 4523.9 5090.9 5363.9 6193.0 7959.8 9214.1 10217.1 11203.2 12775.4 15255.1

Corisumptioc 3171.4 3591.2 3713.5 4515.5 5300.4 6073.0 7095.9 7913.7 3147.7 10541.4 12670.1
Pubiic 733.1 775.6 tt0.1 1075.9 1217.7 1364.6 1531.5 1331.0 It0.3 2073. 210S.9
Pnvaew 2431.3 2122.6 2920.3 3519.1 4012.7 4706.3 5557.4 6012.8 6971.9 *467.3 10561.0
Stsustil Dtscrepany 0.0 -0.0 -16.8 -10.2 -0.0 2.0 -0.0 -0.0 -4.5 0.4 0.2

Gross Investment 129.3 925.7 1307.4 1271.4 1592.6 13t6.3 2111.2 2373.3 235S.5 2233.9 2515.6
Gross fixed capital formation 717.5 307.2 901.4 1153.2 1216.1 1516.0 1657.3 2021.0 2131.0 2139.0 2473.4

Public 274.2 336.7 361.5 475.5 467.5 624.7 694.3 956.2 955.0 967.4 1016.5
Pnvage 443.3 470.5 539.9 677.7 319.3 191.2 963.5 1071.3 1133.0 1221.6 1456.9

Cbanges m stocks 111.9 111.6 405.9 125.2 305.1 370.9 460.4 345.3 217.6 44.9 112.2

Gross Domestic Savanp 111.5 164.3 1253.1 12U3.7 125t.0 1436.7 1413.6 1163.1 2214.1 2246.2 3392.4
INet Factor Income -127.2 -152.2 -13.2 -209.2 -251.5 -320.6 -354.9 -509.0 -623.6 -624.7 -1063.6
INet Pnvate Trasfers 42.2 43.3 67.0 47.2 59.3 79.0 104.4 192.4 193.6 110.0 426.7
lGross Nauonel Savip 726.5 755.4 1137.5 1126.7 1065.1 1245.1 1233.1 1546.5 1734.7 1731.5 2755.5

IGNP at Market Pnces 3155.7 4310.3 4354.1 5665.0 6307.0 7239.1 1224.6 9267.9 10433.9 12163.0 14999.0

I Dca for 1989 exsI ILL2LI2O wallke wchh rspramu the purchas of am and LasinS of snother arcraft
by Kenya AIrways Corporaion.

So.rrc CcnLrws urmu of Statisca. Enonomic Sure,y. valos muas snd Maaaflhy of Pts...as.



Table 6: GROSS NATIONAL PRODUCT BY EXPENDITURE AT CONSTANT 1982 PRICES
(In Millions of Kenya Pounds)

Prov.
1983 19S4 1985 1986 1937 1988 1989 1990 1991 1992 1993

I |~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~
GDP at Factor Cost 3124.9 3151.7 3313.3 3498.2 3668.4 3857.0 4053.1 4223.6 4311.5 4332.2 4337.6

Non-Monetary 171.4 185.7 202.4 201.7 208.8 214.8 223.4 229.6 234.5 237.4 239.6
Monetary 2946.5 2966.0 3110.9 3296.5 3459.6 3642.2 3829.3 3994.0 4077.0 4094.7 4098.0

NetIndirectTaxes 436.5 472.3 466.6 552.9 623.2 700.9 713.6 743.1 731.7 670.4 717.3
IndirectTaxes 438.2 474.0 467.4 553.4 623.7 701.0 713.6 743.1 731.7 670.5 717.3
Subsidies 1.6 1.6 0.3 0.4 0.4 0.1 0.0 0.1 0.0 0.0 0.0

GDP at Market Prices 3561.5 3624.0 3779.3 4051.1 4291.7 4557.9 4771.7 4971.7 5043.2 5002.6 5054.9

Resource Gap -33.3 105.8 -21.4 40.2 179.1 231.5 260.7 98.4 44.2 24.0 -201.7
Imports of GNFS 11 123.7 970.9 901.7 1053.6 1193.6 1301.4 1421.5 1476.7 1410.5 1377.5 1320.2
Exports of GNFS 357.6 365.1 923.2 1013.4 1014.5 1062.1 1167.3 1373.3 1366.4 1353.5 2021.9

Total Resources 3527.6 3729.3 3751.4 4091.4 4470.3 4796.4 5032.3 5070.1 50t7.4 5026.6 4353.2

Consumption 2362.2 3033.6 2311.7 3345.4 3600.2 3347.4 4039.3 4115.6 4233.5 4215.0 4190.9
Public 702.8 702.9 710.0 760.3 735.4 300.0 311.4 $43.7 19S.0 930.0 1051.3
Private 2159.4 2330.7 2171.7 2534.7 2306.9 3047.4 3223.3 3265.5 3335.5 3305.0 3139.2
Staustical Discrepancy 0.0 0.0 0.0 -0.0 7.9 -0.0 -0.3 1.4 0.0 -0.0 -0.0

Gross Investment 665.4 696.2 376.7 746.0 370.6 949.1 993.0 954.5 353.9 741.6 662.2
Gross fixed capital formauon 576.0 593.6 597.2 663.1 703.0 766.7 760.3 735.1 763.9 711.1 603.7

Public 223.4 247.9 233.9 230.7 261.3 320.1 325.3 336.4 362.9 332.3 239.2
Private 347.6 345.6 363.3 337.3 446.2 446.7 434.5 393.8 401.1 335.3 364.5

Changes an Stocks 39.4 102.6 279.5 77.9 162.6 132.4 232.7 169.4 39.9 23.4 58.6

Gross Domesuc Savinp 650.9 647.3 840.3 753.1 640.3 695.6 645.9 709.0 791.2 746.5 909.5
Net Factor Income -112.2 -125.4 -135.3 -145.9 -163.1 -193.2 -193.3 -250.1 -215.5 -245.3 -333.3
Net Pnvate Transfers 37.2 35.7 49.4 32.9 33.4 47.6 57.0 94.3 90.2 43.3 135.7
Gross Nauonal Savings 576.0 553.0 754.5 640.1 515.6 550.0 509.2 553.0 595.9 544.0 706.9

Capacary to Import 309.2 922.4 365.4 1060.3 963.4 1047.9 1031.4 1231.2 1347.3 132.4 2067.4
Terms of Trade Adjusument -43.3 57.4 -57.3 47.4 -51.2 -14.9 -36.4 -147.1 -1.5 23.9 45.5
Gross Domestic Income 3513.1 3681.4 3722.0 4093.5 4240.5 4543.0 4685.3 4324.6 5024.7 5031.5 5100.4
Gross Nauonal Income 3401.0 3555.9 3536.8 3952.6 4077.4 4349.8 4491.5 4573.3 4739.2 47t5.7 4762.1

jGNP at Market Prnces 3449.3 3493.5 3644.6 3905.2 4123.5 4364.7 4577.3 4720.1 4757.7 4756.3 4716.6
I; See foaomnoe 1 Sisiiai Appdu Table 6.

Source: Cencces Burau of S.zge.



Table 7: MERCHANDISE EXPORTS - VALUE AND VOLUME

Prov.

1913 1914 1915 1986 1937 1988 1919 1990 1991 1992 1993

IDomestic Eports (In MiUions of Kenys Pounds)

TFood and Livc animals 85.2 78.1 67.6 93.7 110.6 135.3 136.0 223.6 196.7 94.2 315.7
Ma&me, -- milled 12.2 5.9 1.2 14.7 19.5 21.7 15.6 20.7 4.8 0.8 0.2
Pnepples, cannd 20.9 25.9 24.4 24.2 25.5 25.1 37.1 43.4 56.1 56.9 96.8

:Beverages and 2116.5 395.5 42S.7 571.1 364.4 435.5 482.9 549.1 616.9 316.5 1588.9
Coffee, uaesad 160.1 203.6 230.6 381.5 194.6 244.5 203.1 221.0 218.4 206.3 551.5
Ta 123.4 139.5 191.7 172.3 163.4 115.3 271.9 314.5 31I.6 474.9 933.7

|Crude materiaIs, inedible 1/ 41.2 49.1 56.4 59.6 66.3 19.3 90.7 97.3 151.2 166.8 329.3
Sial fibr and tow 12.1 12.6 14.4 10.9 9.9 11.9 16.3 18.9 17.7 17.3 35.9

*Mneral fuels 134.5 142.6 127.4 107.1 101.1 119.1 111.6 152.7 253.1 250.7 369.0
AnimaI & veg. oils & fau 0.9 2.6 1.3 0.6 0.1 1.0 2.3 1.9 2.8 6.7 17.9

IChemicals 27.5 32.5 39.1 43.9 42.1 45.0 5t.3 39.6 60.0 70.7 162.5
Manufucwred Soods 21 47.7 50.1 60.1 64.0 59.2 13.1 101.1 161.3 245.2 164.7 533.6

Cement 21.1 18.7 16.3 13.4 10.4 10.4 11.0 12.6 16.3 24.4 65.0
Mach. & trmp. eqipmt 2.5 3.2 3.5 6.4 7.0 7.9 9.3 6.0 7.9 9.5 27.0
Other exports 0.2 0.6 0.3 10.9 0.6 0.2 0.1 0.4 0.0 121.2 281.4

Total Domstc Exports 633.1 754.1 715.1 951.0 753.4 917.7 999.9 1232.4 1533.5 1701.1 3625.2
Non-od Exporgs 49t.6 612.2 657.7 350.1 651.6 797.9 311.2 1079.6 1210.7 1457.4 3256.2

Horuaclalwe 17.5 54.2 53.0 66.1 77.1 94.1 112.1 159.9 110.3 209.2 390.2

Rc-exporu 19.1 22.1 26.3 21.9 36.5 34.2 19.9 11.7 1I.3 34.2 53.0
Food (ascL. manzfaclAred) 4.1 11.7 13.1 15.3 16.3 16.4 0.6 0.0 0.2 0.1 1.3
Mach. & trusp. quwpment 1.3 6.1 7.4 t.0 13.0 10.4 12.7 4.6 6.7 22.4 29.6

Total Expotu 3/ 652.2 776.9 111.4 916.9 719.9 951.9 1019.1 1244.0 1552.1 1742.3 3673.3

Exporu (In Millions of US Doflls)

Maiac. unuiled 17.6 8.4 1.5 13.1 23.6 24.3 15.1 17.9 3.6 0.5 0.1
Other food 4/ 81.7 29.1 17.9 16.7 11.0 22.3 10.3 39.0 10.1 , ...
Coffee 232.1 291.5 210.7 479.3 236.1 274.6 197.2 191.4 162.6 126.9 190.2
Tea 171.9 261.5 233.3 213.2 191.2 201.0 263.1 272.5 254.1 292.2 321.9
Other beveraes and tobcc 4.3 3.3 7.1 12.1 7.1 6.4 6.9 11.7 12.5 13.2 35.5
Petroleum and oLher enerDi 194.9 202.0 155.1 133.1 123.6 134.5 114.1 132.3 115.4 154.2 127.2

IHorucultue 25.4 76.1 64.5 81.6 93.6 106.4 101.5 131.5 134.2 128.7 134 6
Chenicals 39.9 46.0 41.5 54.1 52.0 50.6 56.4 34.3 44.6 43.5 56.)

IManufacturmd goods 2/ 69.1 71.0 73.1 79.0 71.3 93.3 93.5 140.2 112.6 101.3 18410
Other merchada Soads 5/ 101.4 107.1 105.3 130.5 133.9 141.3 116.1 99.9 132.1 141.3 21S5

I Total Exports 945.5 1100.9 917.6 1217.7 955.4 106t.7 916.1 1077.7 1155.6 1071.3 1268.3

Volume of 5sactod Expxe (in Metric Tos, unleu odwiae pecifsad)

iCoffee 90,457 96.914 104,679 126,498 99,977 90.,31 9V.041 114.314 14,104 71.147 8.35t
Tea 99,931 91,195 126.303 116,456 134,627 133,201 163,279 166,405 175,557 166.518 118.435
Petroleum prod. & oenergy 6/ 765 795 731 U34 6U4 t21 646 63t 767 769 7.3
sisal 38.942 39,120 40,024 31,696 27,913 30,937 32,556 30,125 27,743 32.026 27.000
Cemeun 736.312 602,993 415,U39 495,623 353,249 346,640 31J,1U 329,539 304,917 392,144 522.125 
Maize, uanuUed 122,514 47,434 17,613 227,951 247,628 167,237 110,241 159.St3 11,720 417 111
Horucu1tire 21.900 103,700 U4,500 119,177 146,602 161,754 134,178 111.325 169.292 154.112 265.305

1: ExdseuJ fuli.
2.' ELJudue chemials. pr_uma took. mckmcry d t rrnspWn auspin.
3' tcJadalg umetet md N*W mom.

tcudeag mium mid vegede aa LAtu bue eid,..J.,n horficlluft.

5 cladudeng ve-sapou.

' la "mm lam.

Source Cou" Sm ol Swsn.a. SUas Abu,sa and Economic Survy. venu _*inu



Table 8: MERCHANDISE IMPORTS - VALUE

~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~Prov .

1913 1934 1985 1936 1937 1933 1939 1990 1991 1992 1993

(In MiDions of Kenya Pounds)

|Food and live animals 33.2 95.9 65.1 74.7 57.1 41.4 74.0 154.6 112.3 233.3 236.6
lBeverages and tobacco 2.1 1.9 2.9 2.3 4.1 4.3 5.4 6.7 11.7 11.1 23.1
(Crude materals (inedible) 1/ 26.3 29.9 31.2 32.0 39.4 50.2 59.3 64.5 79.6 100.0 147.1
lMineral fuels 333.5 335.1 379.1 243.4 237.1 253.2 355.4 500.7 510.2 669.6 1275.3
Anal r& veg. oils & fats 45.9 35.7 47.3 46.5 41.6 63.5 71.2 70.0 93.0 150.6 190.t
Chemucals 126.6 133.1 137.2 220.2 255.4 315.5 353.5 339.3 432.1 498.9 994.1
Manufactured Soods 2/ 103.3 133.3 150.3 163.6 202.3 2U4.1 351.6 372.2 402.3 402.5 736.0
Machitnry & tanp. quipment 204.4 294.2 293.3 502.7 491.1 673.7 379.9 946.2 392.7 616.9 1167.4
IMLsc. manufactured articles 24.7 35.6 37.6 46.3 52.3 66.8 U3.5 37.7 106.1 145.7 215.4
Other musc, imports 0.0 1.3 1.2 0.7 0.4 1.3 5.3 3.2 1.0 1.0 14.5

Total Impors.c.i.f 905.6 1097.2 1196.0 1337.9 1430.9 1765.1 2239.0 2545.6 2645.9 2954.9 5056.4
Non-oil Imports 572.1 761.4 616.9 1094.5 1143.7 1507.0 It3.6 204.9 2135.7 2235.3 3730.6

(In Millions of US Dollara)

IFood.bev. and tohbcco 3/ 125.0 139.2 140.9 152.9 124.7 123.2 145.3 200.4 165.2 277.1 174.3
Petroleum and other energy 483.5 475.9 461.4 300.4 348.4 239.3 343.9 433.7 379.3 411.9 439.9
Manufactured goods 21 136.3 240.0 229.3 265.2 309.0 394.7 421.0 393.4 373.5 337.2 323.1
Other misc. imports 0.0 1.3 1.4 0.3 0.5 1.4 5.1 2.3 0.7 0.6 5.0
Intermediate goods 221.3 231.0 265.7 311.2 357.7 410.6 399.5 350.3 331.0 363.4 393.7
Pnmary 31.2 42.4 37.9 39.5 47.3 56.4 57.3 55.9 59.3 61.5 51.0
Manufactured 4/ 13.6 183.6 227.3 271.7 309.9 354.3 342.1 294.4 321.7 306.9 342.3

Capital goods 296.3 416.9 357.0 620.3 595.9 762.0 351.5 319.7 664.6 422.6 402.5
Total 1312.9 1554.8 1455.7 1650.3 1736.2 1931.7 2166.7 2205.2 1969.9 1317.3 1743.6
Total (mcl. Lases) 1312.9 1554.3 1455.7 1737.6 1736.2 2013.7 2273.2 =.t 19U3.1 1331.4 1751.2

I EiLcluduwg fuels

; Excluduxg c*eaLs and prnecn_md food.

3 Including andmgaLdbve oius and fas.

4' Chcnucals

Source Central Bureau of Staustie. SUt iew Absrac. vanous w.



Table 9: EXTERNAL TERMS OF TRADE INDICES
(1982=100)

19U3 1954 1935 1956 1957 1913 19t9 1990 1991 1992 1993

Mfercha"se Goods
Export pnce index 120.0 144.0 142.0 152.0 126.0 145.0 156.0 169.0 216.0 244.0 438.0
Imp1t pnce index 128.0 131.0 155.0 147.0 149.0 164.0 191.0 23S.0 265.0 307.0 496.0
Extenl ters of tUade 93.t 109.9 91.6 103.4 54.6 51.4 71.3 71.0 31.5 79.5 1U.3

Nm-,od Its
Export price idx 124.0 154.0 151.0 174.0 131.0 165.0 171.0 173.0 227.0 254.0 453.0
mpot price index 140.0 143.0 173.0 117.0 115.0 209.0 246.0 2S7.0 311.0 359.0 611.0

Enernl terms of trade .6 107.7 87.3 93.0 74.6 73.9 69.5 62.0 71.4 70.5 79.1

Sauna: C_at Rmo of S, Eoa Se 5urv. eMw. _m.



Table 10: SUMMARY OF CENTRAL GOVERNMENT BUDGET OPERATIONS
(In Millioos of Kenya Pounds)

Provirsional

1982/83 1983/S4 1934/35 1935/86 1986/87 1937133 198StS9 1939/90 1990/91 1991/92 1992/93 1993194

Total Revenue U32.1 923.6 1019.6 1209.3 1339.6 1613.5 1913.6 2056.1 2436.6 2354.0 3479.5 4551.1
Current 324.3 920.9 1016.9 1205.6 1336.7 1614.3 1337.4 2050.0 2420.4 2352.0 3460.9 4545.3
Capital 7.3 2.7 2.7 3.3 2.9 4.1 31.2 6.2 16.2 2.0 18.6 5.3

Expenditure and Net Lending 900.3 1143.5 1346.0 1473.3 1339.7 2042.2 2447.9 2306.4 3357.1 3292.3 4510.4 5737.3
Current Expenditure 371.9 -9S4.6 1091.3 1250.1 1517.2 1731.0 1967.2 2210.2 2723.0 2114.5 3986.0 4612.3
Capital Expenditure 142.0 133.3 217.3 177.0 324.6 231.9 413.9 525.4 554.9 453.3 449.6 1102.7
Net Lending -113.1 25.6 36.9 50.5 47.9 29.3 61.7 . 70.3 79.3 24.0 74.9 72.4

External Grants 1/ 56.3 49.9 70.5 54.3 62.3 159.4 136.7 217.3 208.3 231.9 197.1 294.6

OveraU Deficit -12.4 -170.0 -255.9 -214.2 -437.3 -264.4 -342.7 -533.0 -712.3 -206.5 -U33.3 -942.1

Fnacig of Deficit
External loans (Net) 91.3 35.3 24.9 -95.0 1.5 71.5 200.0 301.2 206.5 11.5 313.0 329.1
Total Domestic Borrowing 245.6 156.3 37.6 204.2 406.4 225.9 33.0 265.3 530.1 344.9 2012.0 4323.7

Long-Term (net) 272.2 10.7 6.9 36.3 156.4 220.3 119.1 96.3 241.3 346.5 143.9 1513.2
Short-Term (net) -26.6 145.6 30.7 167.9 250.0 5.1 -31.1 169.0 231.3 -1.6 1361.1 2S05:S

Chang in Cash Balac 324.5 22.0 -143.5 -105.1 -29.5 32.9 -54.7 33.4 24.3 149.9 1496.2 3710.7

Memo Items:
Current Surplus -47.6 -63.7 -74.4 -45.3 -130.5 -116.7 -79.3 -160.3 -302.6 37.5 -525.1 -66.9
jOveraU Deficit (excl. grants) -. 7 -219.3 -326.4 -269.0 -500.1 -423.3 -529.3 -750.3 -0.5 -433.3 -1030.9 -1236.7

1/ Prior to 1982/t3, program pas ae excluded.

Source: Central Burnu of Statides. Ecomoc Survey, vars .



Table 11: CENTRAL GOVERNMENT REVENUES
(In Millions of Kenya Pounds)

Provisional

1932/33 1933/34 19S4/35 1935/26 1936/37 1987/SS 1983/39 1939/90 1990/91 1991/92 1992/93 1993194

Tax Revenue 715.4 311.3 3S6.0 1066.6 1240.7 1453.3 1644.5 1330.6 2102.9 2476.5 3070.0 4044.5

DirectTaxes 231.3 251.3 301.0 353.1 335.7 454.5 512.0 599.2 713.1 351.4 997.9 1243.8
Onincomeandprofits 231.2 251.2 301.0 353.1 335.7 454.5 512.0 599.2 713.1 351.4 997.9 1243.3
Other 0.6 0.6 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

lndirect Taxes 4S4.2 560.6 535.0 703.5 355.0 993.9 1132.5 1231.5 1339.3 1625.1 2072.0 2300.7
On goods and services 301.6 367.0 392.9 457.0 574.4 703.7 305.6 332.3 1055.1 1363.4 1612.6 2067.0
Sales tax/VAT 195.9 253.7 273.6 303.6 397.5 520.0 533.3 640.4 766.1 927.3 1107.1 1413.3
On local manufactures 123.3 146.5 153.0 191.0 241.3 301.3 351.3 323.7 421.9 335.6 413.6 487.0
On imports 72.6 107.2 115.6 112.6 155.3 213.7 237.0 316.6 344.2 592.1 638.6 931.3

Exciae duties 74.0 79.4 73.3 39.0 106.3 123.1 137.5 149.4 135.2 340.5 41S.4 550.9
Other taxes and licenses 31.3 33.9 40.5 64.4 70.6 65.7 79.9 93.1 103.8 100.2 37.1 97.8

On international trade 112.6 193.6 192.1 251.5 230.6 290.2 326.3 3U4.7 334.3 256.7 459.4 733.7
Import duties 1/ 175.3 133.5 165.1 211.3 246.7 273.7 300.3 343.0 334.7 255.9 459.2 733.4
Export duties 6.8 10.1 27.0 39.6 33.9 16.5 26.6 0.7 0.1 0.7 0.2 0.3

Non-tax Revenue 116.2 111.3 133.6 145.7 143.9 165.1 274.1 225.5 333.9 311.6 409.6 506.7
Income from property 53.7 54.2 57.5 64.3 60.5 69.6 94.9 104.1 149.5 136.2 244.3 253.1
Current transfen 2.6 1.9 2.6 11.4 15.3 1.3 12.9 12.4 13.0 10.3 S.7 6.8
Sales of goods and ervices 30.7 27.5 36.9 33.9 43.4 51.1 76.5 53.0 33.1 74.4 33.1 104.2
Other 29.2 27.3 36.7 30.7 29.6 36.3 89. SI.0 U3.3 40.2 73.5 142.6

Statistical Discrepancy 0.5 0.6 0.0 -3.0 -0.0 -0.0 0.0 0.0 -0.3 66.0 -0.0 0.0

!Total Revenue U32.1 923.6 1019.6 1209.3 1339.6 1613.5 1913.6 2056.1 2436.6 2354.0 3479.5 4551.1

iMemo Items:
ISare of Total ReventJ (S)
'Tax Revenue 36.0 33.0 36.9 83.2 39.3 39.3 35.7 39.0 36.3 36.3 3S.2 33.9

Direct Taxes 27.9 27.3 29.5 29.6 27.3 23.1 26.7 29.1 29.3 29.3 28.7 27.3
Indirect Taxes 53.2 60.7 57.4 53.6 61.5 61.7 59.0 59.9 57.0 56.9 59.5 61.5

On nternauonal trade 21.9 21.0 13.3 20.1 20.2 17.9 17.0 17.0 13.7 9.0 13.2 16.1
'Non-tsx Revenue 14.0 12.0 13.1 12.1 10.7 10.2 14.3 11.0 13.7 10.9 11.3 11.1

I Before EFxpor Compensation payments.

Sourcc Centrsi Bureau of StaLigics. Economic Survey, various ium



Table 12: ECONOMIC CLASSIFICATION OF CENTRAL GOVERNMENT EXPENDITURE
(In MiLLias of Kenya Pounds)

Provis5o05l

1982/83 19S3/t4 1954/15 1985/t6 1986/17 1987/83 19S3/39 Igg9390 1990/91 1991192 1992/93 1993/94

Currernt Expenditure S71.9 9U4.6 1091.3 1250.1 1517.2 1731.0 1967.2 2210.2 2723.0 2314.5 3936.0 4622

Consumption Expenditure 511.2 594.2 606.9 690.3 112.1 937.3 1067.3 1194.1 1362.2 1272.1 1609.4 2144.6
Wages and ahlries 230.1 264.7 233.7 335.3 393.4 453.6 541.5 575.6 635.9 691.8 300.t 1059.9
Other goods and services 231.1 329.6 313.2 354.5 414.4 4U3.7 526.3 611.5 726.3 530.4 303.7 1054.7

Subsidies 10.5 14.0 14.t 27.4 26.5 29.0 31.1 46.2 12.3 78.2 10212 30.4
Export compen s.atn 10.5 12.3 12.9 27.3 25.4 23.7 31.0 46.2 32.1 73.1 102.2 30.3

Interest 145.9 173.7 195.9 266.1 300.2 370.4 463.4 500.2 746.1 7U.9 1392.7 1423.3
Domestic 93.1 -101.9 121.9 175.0 191.2 249.5 306.9 339.3 523.1 546.0 113.t 921.7
Foreign 52.3 64.3 74.0 91.0 102.0 120.9 156.6 160.9 223.0 233.9 203.9 506.6

Trasfers 204.3 202.7 273.1 267.2 377.7 394.4 404.8 469.0 530.9 679.3 373.9 1007.0
To Households 11 23.0 19.3 26.4 41.7 32.3 39.2 42.0 70.3 72.9 103.0 75.4
To Enterprises 21 .4 11.1 0.4 1.0 - 7.0 - 0.0 0.0 0.0 0.0
To General Government 167.1 165.1 214.4 205.9 331.0 324.4 353.5 326.2 444.4 563.2 701.3
To Rest of World 5.1 5.3 31.5 5.1 12.3 10.3 7.0 7.2 11.1 9.1 9.1
To Other 0.7 1.5 1.1 2.7 1.6 13.7 2.3 4.t 2.6 4.2 81.1

Others 0.0 0.0 - 0.0 0.0 0.0 0.2 0.7 0.9 0.0 7.3 2.5

Capital Expenditure 142.0 133.3 217.3 177.0 324.6 231.9 413.9 525.4 554.9 453.1 449.6 1102.7
Gross fixed capitl frnation 134.9 119.0 194.7 150.5 213.7 242.0 374.5 490.6 495.4 391.6 410.9 1065.7
Transfers 7.1 14.4 23.1 26.5 40.9 39.9 44.5 34.3 59.5 62.2 31.7 37.0

Net Leandug -113.1 25.6 36.9 50.5 47.9 29.3 61.7 70.3 79.3 24.0 74.9 72.4
Purchsse of equity 3/ 6.0 0.5 5.4 10.5 7.9 7.1 16.7 9.4 4.6 3.3 3.5 3.7
Loans 41 31.2 30.7 35.5 47.5 46.4 27.3 61.0 64.9 32.2 32.7 30.9 73.5
Loan Repsyments to Government 150.2 5.6 4.0 7.4 6.4 5.1 16.0 3.4 7.5 12.4 9.5 9.9

Total Expendiure Sl 900.3 1143.5 1346.0 1473.3 1389.7 2042.2 2447.9 2306.4 3357.1 3292.3 4510.4 5737.3

Memo Items:
Recurrent Account 967.7 1011.5 1026.7 1346.6 1626.3 1819.0 2336.3 2500.5 3273.2 3795.0 5314.3 6533.4
Development Account 223.0 246.3 503.0 309.1 462.2 403.6 630.4 762.7 323.1 649.9 373.1 1554.9
Total 1190.7 1257.3 1534.7 1655.7 2083.5 2227.6 2966.7 3263.1 4106.3 4444.3 6192.3 3143.3

less Public Debt Redemption 139.7 105.7 134.7 169.9 192.4 150.2 502.3 453.3 741.7 1140.1 1672.5 2345.6
less Loan Repsyments to Gov't 150.2 5.6 4.0 7.4 6.4 5.1 16.0 3.4 7.5 12.4 9.5 9.9

Total Expenditure 5/ 900.5 1146.4 1346.0 1471.4 1139.7 2042.2 2447.9 2506.4 33S7.1 3292.3 4510.4 5737.1

1/ Houaehode and uaiaeorporasd enterprkuu mcluding privas e.wnpror 
2' Fuacsl and uaaa-ml vwcrprnw

3/ La wterprpm.

4' Loans to houmehotdd.misrpn_u. and Sanral govevmi spwaaa.

S/ tlcludes not landuin

Source: Central BDhiu of Sttiatis, Ecai Surrey. vionus mm.



I
Table 13: CENTRAL GOVERNMENT RECURRENT EXPENDITURE BY S ECTOR

(In Millions of Kenya Pounds)

Provisional 

19t21S3 19131S4 1984/35 19S5186 1986/87 19S7/1S 1933/89 1989190 1990/91 1991192 1992/93 1993/94

Defense & Publ. Administation 241.9 261.3 262.3 274.3 333.5 449.0 461.0 549.2 630.1 62S.1 763.0 1053.4i
General Admnisustratoa 64.S 62.3 16.4 63.3 34.7 94.4 121.4 116.5 156.2 177.6 242.2 381.2;
Exeal Affairs 12.2 13.1 15.6 22.2 27.4 29.0 34.1 42.7 51.4 61.3 63.2 35.9
Public Order and Safety 34.4 56.2 59.5 69.7 32.4 107.7 134.2 146.1 160.9 132.3 213.9 275.7
Defense 130.6 129.5 101.3 113.7 144.0 213.0 171.3 243.9 261.6 206.5 243.7 310.6

Social Services 274.4 298.7 344.3 422.1 499.5 574.3 636.7 634.1 799.9 367.1 1015.4 1334.5
Education 192.1 210.5 245.4 313.9 371.1 431.0 473.0 523.1 620.0 663.2 783.7 1029.5
Health 62.0 64.4 72.4 71.3 95.5 104.0 117.5 119.4 133.4 152.4 175.3 235.3
Housing and Commun. Welfare 3.0 3.1 3.3 2.3 2.0 2.6 4.2 3.3 4.2 4.7 4.4 6.4
Social Welfare 17.3 20.6 23.7 '26.7 30.9 36.7 37.0 33.4 42.4 46.9 52.0 63.2

Economic Services 134.S 151.5 199.3 197.0 271.9 214.7 240.3 275.4 309.3 323.1 407.7 466.5
General Administration 10.7 11.7 9.6 15.2 12.3 21.2 21.0 39.1 23.0 26.6 56.9 44.3
Agric..Foreatry&Fishing 53.6 S4.1 97.3 69.7 132.7 71.5 32.7 96.1 91.1 101.3 104.0 160.7
Minin&,Manuf. and Costr. 15.0 17.0 24.4 29.9 36.6 36.0 39.2 42.3 33.6 40.t 47.0 45.2
Electr..,Gs,St&= Water 13.1 16.4 16.0 13.3 21.4 21.2 24.3 23.5 25.S 27.5 33.1 43.9
Road 16.1 19.6 10.9 10.6 10.6 3.5 10.1 11.4 13.3 15.3 18.1 55.3
Other Tranip. & Commiications 7.9 7.4 3.2 3.7 9.3 9.5 10.5 11.9 11.4 10.6 11.1 46.2
Oter 1/ 13.4 25.3 32.9 44.7 49.0 39.3 52.5 51.1 106.6 106.0 137.4 70.9

Other Services 2/ 316.6 299.5 219.3 4S3.2 516.5 531.0 993.3 991.3 1533.4 1971.6 3123.2 3734.0

Total 967.7 1011.5 1026.7 1346.6 1626.3 1319.0 2336.3 2500.5 3273.2 3795.0 5314.3 6538.4

I/ 1nIudus Export Compmas.ion.
2/ lnidd pube dsbt.

Souae: CentaJ Buau of Statitic. SEooic Survey. vaiou wamsa.



Table 14: CENTRAL GOVERNMENT DEVELOPMENT EXPENDITURE BY SECTOR
(In Mullion of Kenya Pounds)

Provisions)

1982/13 1983/14 1934/15 1915/86 1916/17 1987181 1981189 1989/90 1990/91 1991/92 1992193 1993)94

Defense & Publ. Admsinistrmtion 35.6 39.6 62.1 59.7 147.9 102.1 135.6 213.1 225.9 190.5 263.5 417.2
General Adw n strauon 21.1 21.1 41.0 33.7 110.4 62.9 91.1 173.9 166.1 147.9 214.0 360.1
External Affairs 0.0 0.5 1.7 0.3 1.0 1.0 3.2 3.3 2.2 1.3 5.3 3.2
Public Order and Safety 6.6 6.7 3.6 11.5 13.3 11.3 11.6 16.2 23.7 15.5 17.7 39.9
Defense 7.2 10.5 10.9 13.7 22.1 26.4 29.1 25.4 33.9 25.9 26.6 14.0

Social Services 45.0 39.8 56.3 64.2 104.4 94.6 129.3 107.0 15.5 137.6 173.2 271.5
Educabon 14.3 9.6 14.5 15.3 25.5 25.7 55.1 41.3 67.0 59.1 71.2 99.2
Health 7.7 11.9 10.3 14.0 14.7 14.0 21.5 25.0 39.5 37.6 57.0 113.5
Housing and Commun. Welfare 7.5 3.0 - 13.5 11.2 4.1 16.7 9.4 13.1 9.5 4.3 6.6
Social Welfare 15.5 15.5 32.1 20.9 53.1 50.9 36.0 30.3 38.9 31.5 45.2 54.3

Economic Services 131.3 162.9 204.4 176.9 209.9 211.9 365.5 436.9 443.7 321.3 436.4 159.2
General Administration 9.2 20.2 60.4 20.2 12.3 59.6 33.1 147.3 121.2 75.4 43.5 92.2
Agric.,Forestry A Fishing 47.1 39.7 43.0 71.5 101.7 69.1 92.2 72.3 104.9 110.7 199.9 440.9
Mining,Manuf. and Constr. 9.6 19.0 24.6 5.l 6.4 5.l 35.1 45.0 40.2 3.3 17.0 61.6
Electr.,Gas,Steam& Water 17.1 21.1 21.3 23.2 40.7 23.9 54.5 71.2 57.3 41.0 41.3 63.3
Road 49.9 47.7 43.3 42.3 39.9 43.0 96.6 1t.2 94.2 *4.2 116.1 121.5
Other Tranmp. & Communications 4.0 4.1 3.6 4.1 6.5 4.1 2.2 7.3 11.6 0.2 17.2 77.4
Other 1/ 1. 4.0 3.2 1.6 2.3 1.4 1.9 4.6 6.7 1.5 1.3 1.9

Other Services 2/ 4.1 4.0 134.7 3.3 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

iTotal 223.0 246.3 501.0 309.1 462.2 4011.6 630.4 762.7 328.1 649.9 373.1 1554.9

I.' Includc Export Compensaion.

21 Ijicludes public debt.

Source: Central Sur_u of Stsziatics, Economic Surve. vroua tu_



Table 14.A: Central Government Recurrent Expenditure on Education & Health
Current Prices (KL mnillion) 1982 Prices (KL million)

Fiscal Years Health Primary Secondary Health Prirnarv Secondarv
Education Education (total) Education Education

- . ..... ~~~~~~~~~~~~(per student.) ('pe.studenr)........... ..... ............................ ............... ........ .... ............................................................................................................... .....................p.................... student) . . ........... . . ............ t.

1982 59.1 107.2 21.8 59.1 25.6 49.8
1983 61.3 118.6 24.9 53.9 24.1 44.3
1984 61.8 127.4 -24.8 46.8 22.0 37.4
1985 73.0 121.1 30.3 48.5 17.1 46.1
1986 79.7 158.8 42.0 51.1 20.9 58.8
1987 96.5 189.0 48.0 58.7 22.9 55.9
1988 101.0 221.0 57.0 57.4 24.5 59.9
1989 113.7 238.0 70.0 60.4 23.5 58.1
1990 115.0 247.0 79.0 55.5 22.1 61.6
1991 128.8 292.5 88.0 54.5 22.7 60.6
1992 147.8 348.4 98.0 51.5 21.8 54.6

Source: Economic Survey (various issues)
Note: Current expenditures was deflated by the CPI to obtain constant price series, and in the case of

educational expenditure, divided by school enrollment to obtain expnditure per student.



Table IS: PUBLIC SECTOR EMPLOYMENT AND WAGE BILL

Nrov.
1983 1914 1935 1986 1937 1938 1989 1990 1991 1992 1993

Publ.Sector Wage Employment 1/ 527.3 541.4 574 7 605.3 627.4 669.3 615.6 699.1 715.1 693.7 615.4
Agnculmm and forestry 53.3 54.1 54.9 55.5 54.2 68.4 66.7 67.3 71.1 70.9 65.4
Mining and quarrying 1.4 1.5 1.6 1.5 0.5 0.6 0.6 0.7 0.3 0.7 0.7
Manufacturing 31.7 33.4 35.2 36.1 36.1 39.1 41.0 41.6 39.1 39.3 39.3
Electricity and water 17.1 17.4 17.8 13.2 19.0 20.9 22.2 21.9 21.9 21.3 20.9
Construction 23.3 22.1 24.1 30.9 32.1 33.4 35.3 34.6 31.7 31.2 30.2
Trade,restaursnts and hotels 5.7 5.6 5.9 6.3 1.2 3.4 1.9 9.3 7.9 7.5 7.0
Tnrnsport and communications 33.9 34.0 35.2 42.4 44.7 50.4 51.3 41.4 41.9 4U.1 40.9
Fm. and busin ervices 9.6 11.3 13.3 15.6 16.3 17.1 13.4 11.2 19.0 19.1 17.3
Other services 21 345.3 361.5 316.7 399.3 415.6 426.0 441.2 457.S 474.7 460.6 460.2

Central Government 226.4 231.1 252.0 259.7 274.4 270.6 277.6 273.7 273.7 270.9 267.7
Teachen Service Comm. 124.1 132.2 151.0 164.0 173.0 135.1 195.1 203.0 219.2 210.1 211.7
ParStatAls 97.6 95.4 90.4 100.1 97.3 103.9 107.9 117.4 117.3 116.1 107.7
Local Government 45.2 47.7 45.6 43.3 43.5 64.4 54.4 51.7 52.1 51.2 49.4
Other 34.5 35.0 35.6 33.7 39.2 45.3 50.6 S4.0 52.3 50.4 48.9

Public Sector Wage Bill 3/ 513.5 567.5 657.3 741.5 304.6 1002.3 1101.3 1212.0 1353.1 1475.4 1600.4
Agriculture and forstry 27.3 23.4 30.3 35.4 37.4 56.9 56.6 60.3 69.9 74.9 79.0
Mminangd nquanyin 2.9 3.1 3.4 3.2 1.2 1.5 1.7 1.9 2.0 2.0 2.2
Manufactuing 29.9 35.7 39.6 42.0 46.5 57.9 65.4 61.3 61.3 75.5 U3.3
Electricity and water 17.6 20.4 23.3 26.7 35.9 43.2 53.0 59.4 64.7 67.9 76.7
Construction 22.5 20.0 23.4 25.3 23.0 35.7 37.3 44.2 49.6 55.3 53.1
Trade,restaurants and hotels i.3 3.9 9.6 10.7 15.6 16.9 19.5 22.0 20.2 21.6 21.9
Traport and commutmcstuofu 49.8 53.7 57.9 75.9 35.6 109.9 117.6 117.4 131.3 136.6 125.0
Fin. and busines services 22.3 30.7 33.9 52.3 57.4 67.7 76.4 90.0 100.1 107.1 109.9
Other semces 2/ 332.5 366.7 430.9 476.0 497.0 613.1 673.1 747.4 347.0 934.5 1044.3

Central Govermment 227.3 236.7 276.3 320.4 353.7 445.3 502.0 512.1 556.2 619.3 660.0
Teachers Service Comm. 103.6 120.7 143.2 130.0 196.5 219.1 241.1 271.5 334.1 356.3 397.4
Paratatals 107.1 124.3 139.9 146.3 147.2 183.8 199.0 244.1 260.0 231.7 306.3
Local Government 42.7 43.6 46.3 43.2 49.3 74.2 63.3 73.1 33.6 39.1 94.1
Other 32.3 42.2 46.0 53.6 53.0 79.7 91.4 109.2 119.2 123.5 142.6

|Wage Earnings Per Employee 41 972.9 1043.1 1143.3 1235.7 1232.5 1493.2 1607.1 1731.9 1392.2 2111.6 2335.0
Central Government 1004.0 1024.1 1096.5 1233.5 1239.1 1645.6 1203.4 1371.0 2032.2 22S7.9 2465 4
Teachers Service Comm. 334.2 912.7 961.5 1097.6 1135.7 1117.5 1235.3 1337.4 1524.2 1695.9 1377.2
Parastatals 1097.3 1302.7 1547.6 1461.5 1512.3 1769.0 134.3 2096.3 2216.5 2426.4 2344 0

I Local Governme 944.7 914.7 1026.5 1113.4 1132.2 1152.2 1255.5 1413.9 1604.6 1740.2 1904 9
OLher 950.7 1205.0 1291.4 13t7.8 1479.1 1758.7 1306.3 2022.2 2257.6 2549.6 2916 2

I ini tbouMds.

2'/ Coasuany.ao,ial sad pwrsal sSim.
31/ La of Kaya pounds.
4/ Avenge wage eings to Kmya pmaaa.

Sou Centl Dbuw of Su.igcs. E_oaemic Survey. vrane 1mw.



Table 16: AGRICULTURTAL OUTPUT, INPUTS, AND VALUE ADDED

(In Millions of Kenya Pounds)

Prov.

1933 1984 1935 1986 1937 1933 1989 1990 1991 1992 1993

Gross Output
At current prices 1274.1 1412.4 1562.9 1314.1 1373.4 2139.0 2331.6 2519.3 2646.5 2993.7 3953.3

Marketedproduction 555.5 733.3 755.9 933.3 t17.7 945.7 1003.2 1099.1 1220.1 1322.0 2161.1

At consaut 1932 prices 1121.6 1036.4 1142.4 1217.3 1246.4 1297.3 1345.1 1347.2 1321.8 1269.6 1220.3
Marketed production 475.2 451.2 S40.3 549.4 567.3 599.7 609.3 563.0 565.4 516.4 541.2

Value index 121.5 134.7 149.0 173.0 173.6 208.7 227.1 240.2 252.3 235.9 377.4
QuaLntum idex 106.9 103.6 103.9 116.1 113.3 123.7 123.3 128.4 126.0 121.0 116.4
Price index 113.6 130.0 136.3 149.0 150.3 163.7 177.0 137.0 200.2 236.2 324.2

Input&
At cureztt prices 147.5 161.0 205.7 216.0 233.3 236.3 293.2 239.7 308.3 316.3 375.2
At costant 1932 prices 142.6 145.4 166.7 193.9 1U3.9 133.6 192.6 155.2 142.9 134.7 132.5

Value index 174.2 193.4 242.1 255.0 231.3 333.0 346.1 341.9 364.5 373.9 442.9
Quantum index 161.3 171.6 196.3 223.9 217.0 2=2.6 227.4 133.1 163.6 159.0 156.4
Price index 103.5 115.6 123.4 111.4 129.6 151.3 152.2 136.7 216.1 235.1 2U3.2

Value Added 1/

At currt prices 1126.5 1244.3 1357.2 159t.1 1635.1 1902.7 2011.4 2229.7 2337.7 2681.9 3533.1
At canstan 19t2 prices 979.1 941.1 975.6 1023.4 1062.6 1109.3 1152.5 1192.0 1173.9 1134.3 1031.3

Value index 116.3 129.1 140.3 165.3 169.6 197.4 216.6 231.3 242.5 278.2 371.7
Quantum index 101.6 97.6 101.2 106.1 110.2 115.1 119.5 123.6 1223 117.7 112.9
iPnce index 115.1 132.2 139.1 156.2 153.9 171.5 181.2 137.0 191.3 236.3 329.2

Now: ladime - wall l of ip mdutld.
aB year (or adie. 1932.

11 MonLary omr or)y, md euxd fowa mad fo tg.

Sourc- Cenral Bur_u of Stistics. Ecowaoic Sermy. v_rm .



Table 17: MAIZE - SELECTED INDICATORS

1982/13 1933/54 1984t15 195/36 1986/87 1987/53 1981/89 1989/90 1990/91 1991192

Area (000 ha) 1236.0 1200.0 1130.0. 1240.0 1200.0 1100.0 1290.0 1400.0 1330.0 IA.
Production ('000 mt) 2160.0 2070.0 1440.0 2610.0 2700.0 2250.0 2700.0 2790.0 230.0 1984.5
Average yield (mt/ba) 1.7 1.7 1.3 2.1 2.3 2.0 2.1 2.0 1.3 n.e.

?er capits production (kg) 117.4 103.3 72.5 126.5 126.0 101.2 117.0 116.5 94.3 77.2
Per capita consumption(k) 1/ 10S.5 116.5 95.3 115.2 94.6 103.2 116.5 101.1 112.4 99.0

NCPB operation
Domestic sles ('000 mt) 396.0 619.2 794.7 391.S 223.2 S00.4 412.2 291.6 644.0 660.5
Domestic sales a prentagp 20.4 27.3 42.0 16.5 11.0 21.3 15.3 12.0 23.1 26.0

of coaumptio (%)
Purci ( 'ODD mt) 627.1 498.4 379.7 333.7 713.3 477.2 623.7 550.3 235.7 30M.5

Nou: Data by fsmlyom.

1/ Assume tht e_asuapta is poductisa miamiast _m m em c Naud Cmsmd P dmd (NCPS) sb

Sourc: Naloes Cimls ud Produe lowd: Mialmy of Suply _d Mr1 g; ud Couuews of 3a.



Table IS: QUANTUM INDEX OF MANUFACTURING PRODUCTION
(1932 - 100)

Prov..
Industry 1933 1934 1935 1936 1937 19S8 1939 1990 1991 1992 1993

Food Manufacmring 105. 113.6 120.2 123.3 139.1 143.4 151.5 150.3 151.6 146.1 145.7
Beverages and Tobacco 99.2 104.2 111.3 121.4 150.3 156.1 157.3 161.1 156.0 130.3 179.4
Texales 109.6 124.3 130.1 139.2 143.7 147.2 151.0 165.6 159.0 159.0 113.3
Clothing 104.7 95.1 90.7 91.3 92.6 94.3 97.5 86.9 31.0 30.3 73.2
L,siher and footwear 100.3 17.6 36.3 S1.3 90.0 94.9 102.0 99.4 101.7 97.3 11.0
Wood and cork products U3.1 69.4 50.3 50.9 51.6 50.3 51.6 51.3 54.0 54.7 54.4
Furnture and fisnarg 103.4 107.6 110.3 112.0 113.3 112.0 112.3 113.1 103.6 71.1 76.1
Paperandp perproducts 90.7 96.0 103.0 110.0 119.0 132.6 136.3 133.9 146.1 175.6 123.0
Prin g and publihing 105.1 111.2 123.2 130.5 133.6 144.9 146.3 141.2 149.7 151.7 151.7
Industri chemwals 90.4 100.S 91.1 100.0 102.1 109.4 119.0 116.6 129.1 129.2 135.1
Petroleum & other chemicas 104.9 130.7 137.2 143.9 162.0 133.0 211.3 211.3 236.0 222.6 216.3
Rubber products 127.1 149.1 162.0 171.9 131.5 137.6 202.3 191.1 196.0 383.2 373.3
Plastic producu 107.3 113.7 120.9 125.6 129.6 123.3 133.3 134.4 155.0 132.9 201.5
Pottery & glas products 119.4 155.5 159.3 159.6 160.7 163.9 136.3 115.1 114.0 133.3 124.4
Non-meulLic mineral producu 93.0 36.9 97.1 101.3 114.4 112.1 117.9 131.1 133.1 157.3 154.5 1
Metal products 109.2 100.2 106.3 117.0 130.3 149.2 173.3 161.7 196.0 177.4 177.3
No-electicWa nawhinery 102.5 105.6 112.2 121.2 130.9 142.0 135.9 111.3 103.0 101.9 101.2
Electrical macbinry 93.9 105.4 110.6 116.6 120.5 135.5 131.7 132.9 135.1 130 9 116.9
Transport equipmet 116.3 100.1 37.2 76.7 70.7 79.1 32.4 13.5 32.1 74.9 62.1
Miscellanoous mnufactes 110.1 146.2 137.3 241.1 311.4 333.9 347.5 361.5 392.7 394.3 394.3

Total Manufacturug 104.5 101.1 113.9 120.6 127.4 135.0 143.0 140.4 145.3 147.7 150.4
Growth rate (5) 4.5 4.1 4.6 S.9 5.7 6.0 5.9 -1.3 3.3 1.3 1.S

soure: cintra Burea or ststbca. Eoaomic svre, va,tea im.



Table 19: MANUFACTURJNG EXPORTS - VALUE AND QUANTUM INDICES

1983 1984 19S5 1986 1937 1933 1919 1990 1991 1992 1993

!Value (rwill.Kenya Pounds) 116.7 132.1 149.9 162.4 15S.1 189.7 242.3 313.7 452.7 415.9 1101.1
Processed food 36.0 44.0 40.1 38.4 42.6 43.1 65.3 92.3 122.3 35.7 274.3
Beverages and tobacco 11 3.0 2.4 6.4 9.3 6.4 5.7 7.2 13.6 16.9 135.3 103.7

Chemicals 27.5 32.5 39.8 43.9 42.3 45.0 53.3 39.6 60.0 70.7 162.5
Manufacmrud goods 34.3 33.5 34.2 2S.0 29.5 44.1 55.6 111.0 94.3 164.7 533.6
Machinery and transp. equip. 2.5 3.2 3.5 6.4 7.0 7.9 9.3 6.0 7.9 9.5 27.0
Misc. manutarticles 13.4 16.6 25.9 36.0 29.7 39.0 46.1 50.3 150.9 1.1. n.a.

Quantum Indices (1952 100) 3
Beverages and tobacco 1/ 155.0 105.0 231.0 340.0 235.0 130.0 136.0 275.0 302.0 565.0 723.0
Chemicals 92.0 94.0 106.0 95.0 99.0 33.0 101.0 100.0 137.0 131.0 165.0
Manufacrured goods 33.0 73.0 77.0 99.0 91.0 130.0 133.0 170.0 162.0 130.0 290.0
Machinery and transp. equip. 51.0 33.0 44.0 33.0 34.0 53.0 59.0 25.0 34.0 67.0 110.0
Misc manuf.articles 76.0 32.0 104.0 144.0 107.0 122.0 130.0 131.0 233.0 113.0 358.0

Weighted Avemge 213/ 34.9 32.7 92.3 110.0 102.7 115.5 124.4 150.4 167.6 171.6 259.3

Note: Exduda m-xpons.

I/ Exzludd eoffm mad too.
2/ Weighead according to the sam of 19S2 export rcetpu which we:

BDvwsa & toabacco: 2.3%
Cha4cAls: 23.21

Maufaoorad goods: 47.7%
Mach.aad traW. equipa ma: 3.0%

M:c. : aaufaured goods: 11.3%
3/ Excludes proceed food as indm at umavailble.

Source. Central Bureau of Statinics. StsistW Abarsa ad Eoeojnoc Survey, variou _aaa.



Table 20: ANNUAL AVERAGE INCREASE IN CONSUMER PRI CE INDEX

(In Percentage&)

Prov.
1913 1914 19t5 1986 1987 1913 1939 1990 1991 1992 1993

Averase Incresue 1 13.8 16.0 14.2 3.4 5.7 6.8 6.8 10.2 11.7 23.3 51.3

Urban Population 2/ 13.9 9.3 1.3 3.1 1.6 10.6 10.1 14.7 13.5 22.0 35.6
Nairobi 2/ 14.5 9.1 10.7 6.1 1.7 12.3 13.5 15.7 19.6 27.3 46.0

Lower income 11.4 10.3 13.0 4.0 7.6 11.2 12.9 15.6 19.1 29.5 45.P
Middle icoam 15.2 1.9 11.1 10.1 12.4 16.0 15.0 16.1 13.9 21.2 45.9
Upper income 16.9 1.0 1.0 6.5 11.3 15.1 14.9 14.5 19.9 16.4 53.2

Mombesa 3/ 11.5 7.4 5.7 2.9 1.4 11.3 11.6 15.6 10.2 17.3 32.1
Kisumu 3/ 14.2 11.1 9.6 3.2 10.7 1.1 6.2 13.5 11.0 11.3 24.4
Nalanr 3/ 15.5 9.S 7.4 2.5 6.6 9.9 9.1 13.1 12.1 23.9 36.5

Rwual Population 3/ 13.1 17.7 15.7 3.2 4.9 5.9 5.9 9.1 11.3 24.2 55.2
Central 15.6 16.7 1.7 4.7 6.0 6.8 6.7 9.5 10.1 21.3 5l.7
Eutem 24.0 16.4 19.7 4.3 4.0 5.0 4.8 7.7 9.9 20.3 54.5
NyuM - 13.3 13.1 9.3 1.6 2.9 7.7 10.3 10.0 13.2 27.1 55.0
Coast 7.3 22.3 21.0 3.7 9.6 7.4 2.4 12.5 10.2 17.5 61.4
Westerm 13.5 20.3 20.2 -1.2 3.1 3.6 8.6 7.1 12.1 26.5 56.9
Rift Valley 10.1 1.2 16.5 6.3 3.9 4.6 3.0 7.7 12.0 25.1 52.2

Noat: Dat for Nairobi is 1986-93 band anmvind i

1/ Weihs wae 20% UAaa sd 30% Rural.
2r Sitp avempexamp for Nairobi in 1931991, ubm wehs of 76.31, 20.91 sod 2.3% ae Wlled to bwr, middle

and upper Wacom poups remivdy. Thoy an abteed from ts 1932 Urba NoembeW WSdW Survey.
3/ Refas to bouae ia /IoWmddb. hoo pomp.

Sourn: Caal hurm of Sted5a aed ilaff eml.



I
Table 21: WAGE EARNINGS BY INDUSTRY AND SECTOR

19U3 1934 1935 1986 1987 1938 199 1990 1991 1992 1993

Wage Emrnpin 953.2 1074.3 1232.3 1393.5 1597.7 1890.3 2104.0 2360.2 2649.0 3043.1 3496.6
Agriculture and forestry 74.3 32.7 91.9 107.4 120.4 141.3 156.1 175.7 200.0 234.9 276.4
Mining and quarrying 3.3 4.3 5.0 4.5 6.6 4.6 5.3 5.3 6.7 7.4 8.7
Manufacturing 149.4 163.7 13.2 212.3 245.4 276.1 303.3 345.1 376.6 421.2 486.3
Electricity and water 17.7 20.4 23.3 26.7 36.2 43.5 53.4 60.4 65.3 70.0 79.5
Construction 47.5 43.5 47.5 49.6 55.6 72.7 32.3 96.9 113.9 131.1 149.5
Trade,reataurants and hotels 99.9 116.S 131.3 149.3 136.7 214.1 247.0 232.0 312.1 3S3.3 418.6
Transport and communicatiom 71.1 32.9 90.7 109.3 123.3 161.2 130.2 191.1 215.5 239.3 268.2
Finnce and businmes ervicel 31.6 108.3 121.3 143.8 179.4 200.2 227.1 264.4 294.1 346.6 397.2
Other services 1/ 398.3 447.6 525.6 554.1 644.1 769.6 343.3 931.3 1064.3 1243.3 1411.7

Private Sector 444.7 507.3 575.0 645.0 793.1 U33.0 1002.2 1148.2 1295.9 IS72.7 1396.2
Agriculture and forestry 47.5 54.4 61.6 72.0 33.0 91.9 99.5 115.4 130.1 160.0 197.4
Miung and quarrymg 0.9 1.2 1.6 1.3 5.4 3.1 3.6 3.9 4.7 5.4 6.S
Manufacturnmg 119.S 133.0 148.6 170.3 198.9 213.2 243.4 276.3 301.3 345.7 403.5
Electricity and water - 0.1 0.0 0.0 0.0 0.3 0.3 0.4 1.0 1.1 2.1 2.3
Constrution 25.1 23.4 24.1 23.8 27.6 37.0 44.5 52.1 64.3 75.8 91.4
Trade,restaurante and hotels 91.2 107.6 121.3 139.1 171.1 197.2 227.5 260.0 291.9 332.2 396.7
Tranport and commzunicaim 28.3 29.2 32.3 33.9 37.7 51.3 62.6 73.7 04.2 10Q7 143.2
Finance and busines urvic 66.3 77.6 39.8 9.0 122.0 132L5 150.7 174.4 194.0 239.5 237.3
Other srvices 1/ 65.9 30.9 94.7 10t.1 147.1 156.5 170.0 191.4 217.3 309.3 367.4

Public Sector 2/ 513.5 567.5 657.3 748.5 304.6 1002.8 1101.3 1212.0 1353.1 1475.4 1600.4
Memo Items:

Av. Wage Earningp Per Employe 376.4 960.1 1049.3 1136.0 1243.0 1404.3 1537.6 1674.7 1337.4 2085.0 2370.7
Public Sector 972.9 1048.1 1143.7 1235.6 1232.5 1493.2 1607.1 1731.9 1392 2111.6 2335.0
Private Sector 736.4 37.7 9I3.3 1033.3 120S.3 1312.4 1467.8 1613.3 17U.5 2060.7 2401.3

Note: Wage esainp in liia of Kmya Psaub.
Averp wage euarig p eamloy- in Keya Pua&.

I/ Commututy.ocsl sod pscaa uurviem.
Z' Ste Table 15 for deaib.

Source: Central Blure of Staamt, EamomLic Survey, var_.us ues.



Table 22: NOMINAL AND REAL WAGES
(Kenya Pounds per Year)

Prov.
1913 1914 1915 1986 1987 1911 1989 1990 1991 1992 1993

Average Nominal Wage 176.4 960.1 1049.3 1136.0 1243.0 1404.1 1537.6 1674.7 1837.4 2085.0 2370.7
Pnvate sector 716.4 177.7 9s5.3 I3.1 120S.3 1312.4 1467.8 1611.3 1713.5 2060.7 2401.1
Public sector 972.9 1041.1 1143.7 123S.6 1212.5 1498.2 1607.1 1731.9 1192.2 2111.6 2335.0

Average Real Wage 1/ 765.7 769.1 759.3 769.9 775.0 779.6 752.1 701.1 649.5 578.8 450. 9
Private sector 617.1 703.1 693.9 704.0 751.5 721.4 717.9 614.3 630.4 572.0 456.1 !
Public sector 150.0 139.6 827.6 837.4 799.6 131.5 716.1 732.3 661.1 516.2 444.1

Memo Items:
Pbat ,p
Consumer prices 2/ 14.5 9.1 10.7 6.1 8.7 12.3 13.5 15.7 19.6 27.3 46.0
Average real wagec 1/ -6.9 0.4 -1.3 1.4 0.7 0.6 -3.5 -5.1 -1.3 -10.9 -22.1
Average rea wages 3/ -6.4 -5.6 -4.3 4.7 3.6 5.1 2.5 -1.2 -1.S -S.3 -24.9

I Deflator f laitk 1912bsdiv2 from hte c e I Nairobi coam prim. n foosa 2.
2J Co-pos- indi of Nairbl loow. midde ad uppwr acom Iice caAlcW ara

impe evup of the mty Idke un 1911-19M5 d as aweigkd romp
thter wk -uiW of 76.31. 20.91 sad 2.3% for lower. miWd. ad L_w'
sroups rupsvely.

31 Deflor is Indi wIt 1942 bus doivd froms e hai_s ua om om pric_s. Wegijo ued sn 20% Urban ad S0S RIt.

Source: Can] Buru of Stai. Emaeic Sur y, vaiou eas.



Table 23: Nominal and Real Wages in Agriculture

Coffee Plantations Tea Plantations Mixed Farms

Date Employment Annual wage Real Wage Employment Arnual Wage Real Wage Employment Annual Wage Real Wage
('000) (K Shs.) (1992 K Shs.) ('000) (K Shs.) (1982 K Shs.) ('000) (K Shs.) (1982 K Shs.)

1980 46.6 4212 6212 59.4 4081 6019 24.4 3727 5497

1981 47.1 4442 5257 58.8 4700 5562 26.9 3857 4557

1982 47.1 4508 4508 52.9 4854 4854 22.9 4363 4363

1983 47.0 4734 4160 57.9 5432 4773 24.6 4517 3969

1984 46.4 5314 4006 58.0 5910 4413 25.4 5097 3806

1985 47.2 5926 3823 58.6 6488 4186 27.6 5082 3279

1986 51.5 6340 3963 56.7 7202 4501 29.6 6639 4149

1987 57.4 6856 4086 56.9 8110 4833 30.4 7774 4633

1988 55.2 8104 4560 64.5 12069 6792 32.3 7602 4278

1989 53.1 9312 4951 65.0 10922 5806 31.4 7784 4138

1990 54.3 9994 4868 67.8 12198 5942 32.2 8420 4101

1991' N.A (10995) 4812 N.A. (13906) 6087 N.A. N.A. N.A.

1992' N.A. (10995) 3774 N.A. N.A. N.A. N.A. N.A. N.A.

1993' N.A. (14833) 3281 N.A. (17738) 3925 N.A. N.A. N.A.

Sources: Employment and Earnings from Kenya: Statistical Abstract, various issues.

I/ All data for these years are based on mission estimates.

Note: The Annual Wage is calculated as total earnings (of all wage earners, managers included) divided by the number of employees. This is deflated by the rural
CPI, base 1982, to obtain the real wage.



Table 24: Open Market Maize Prices

Nairobi Rural Areas
Posho, unsifted Maize

Date K Shs/Kg. 1982 K Shs/Kg. K Shs/Kg. 1982 K Shs[Kg.

1982 1.9 1.9 N.A. N.A.

1983 2.3 2.0 N.A. N.A.

1984 2.8 2.2 3.0 2.3

1985 4.1 3.0 2.6 1.7

1986 4.7 3.2 2.5 1.6

1987 4.7 2.9 2.6 1.6

1988 4.8 2.7 2.8 1.6

1989 5.0 2.5 2.8 1.5

1990 5.1 2.2 3.0 1.4

1991 5.9 2.1 3.9 1.7

1992 11.3 3.1 11.7 4.0

1993 14.7' 2.9 N.A. N.A.

Source: Central Bureau of Statistics, Statistical Abstract, Economic Survey, various issues.

NOTE: Nominal prices in Nairobi and Rural Areas were deflated by the CPI for Nairobi and
Rural Areas respectively.

I/ Mission Estimate.
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