


"1 annex herewith a list of legislation
relating to Agricultural Indebtﬂmssk Tn the
Dominions etc. together with coples of the Jawsn"“

~mentioned. ¥8¥ will notice that there is a good
deal of dlplicltian 0.;.

such 1agi sl-tioﬁ

t been received 1n the Libru-y. !w 1nngine ;
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THE :COFFEE BOARD OF KENYA

H.C.H.Bull,Esq.,
The Coffee Board of Kenya,
LONDON. !

v

My dear”Bull, . e

Post -Bex No.1011,
NAER@BI, Kenya Colony.

“nd Jamary, 1936,

g

Very many thanks for sending me the personal
letter which you received from Clauson, expressing his private
views upon the Board's memorandum on Agricultural Indebtedness.

It is unfortunate that he regards the pro-
posals for the future pelicy with some feeling of doubt, par-
ticularly as I am confident that these feelings of doubt would
not exist has he been ever able to visit Kenya and study the

Coffee Industry on the spot.

The first of the doubtful hypotheses which
he. challenges-is that the climate is going to behave itself in

" the future., It ig not the intention to suggest in

the Board's

memorandum that the Kenya climate can be expected to be regularly
and for ‘ever ldeally suited to the production of maximum crops

possibly hope for this, but on the other hand, anyo
rience and with knowledge of the country will be pr
that three consecutive years of severe drought are
abnormal, and that there are no grounds whatever fo
the 1ndef1n1te contlinuance of such conditions. On
there is every reason to exject a return to more no

: That this expectation is being
reddy may be of some reassurance, The October/Nov
‘this year gave over 12" of rain to the main coffee

“ a3 ve have had since Christmas ewe a further Y

The average performance of the

rears in the drog?ht,affected areas, i
bly less than 66 . 0f the possible, and in the large
I Ruiru in partieular, we are prob%bly safe in st
ree: years only about §0’ of .the pofential crop ha
‘as gn indugtry we can return to an average of 66

1 be very well on the road to recovery.,

As one concrete instance only
year can do, I wq% nce the estate which I ma

A

.year after year.. No one-with a lcng experience of Kenya could

ne with expe-
epared to state
completely

r expecting
the contrary

rmal conditions,

realised al-

ember short rains

growing areas,

erop will

never average 1og§,or what it migh% be But during the pawt three
[ { has averaged very considera-

areas of Thika
ating that for
S been reaped,

% of the possible,

of what a bad

nage. The estate

-experie»
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- experienced.a normal<pad year in 1@52 1933 amd=1934 were drought
years and crop was low in quality and in quantity, with the result
that we started:1935 with an aggumulated defic £5,000. 1935
has, in this area, been an ordinary good norme son, with ade-
| ® quate rainfall. The estate has produced a large é‘rop with a re-
| sultant lowering in costs of production; our entire deficit will
be wiped out and we staré fwith & surplus and renewed hope,
This is only ome isolat ce, but ghe same €ah be expected
to oceur in all the dro 'ected aré f (the COIOW . as soon
a8 they get a return to f : % .

yather ccmtnt_? 3
| largely of the very

| heavy yrqporti n during

ita t
e, we mon!.d £ 1& mo 'edsy to satisfy
uy hrgo mhms who are now interested i

e pre nt or, the potential production of Kenya :
cof £ ﬁ opinion, sufficient or 1likely to be sufficlent
to: rone d m-ieda in good crop years. We do not hope or wish to

=rise-




rise t6 the wammoth production ef Brazil, and our produ@tion will
always recmain com AT vely small and of coqxzfi;'atiw high quality.

nme 1t 'F:-ho\ild put up
gpial Office ‘and Govern-

broader view of .the:

y &8 a whole

im‘their Africa
With Dalgetyts: wien
beljeve t!

a‘re'a\s imK_é;
~up-reotedy W
but this d
of fine g
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AGRICULTURAL INDEBTEDNESS .
[ R
This memorandum is divided into roﬁii‘nin sections :-
Seotion T the coffiag. A .
£y Seotion IT : i
:'\ Section I

‘gqctiqp

LR

71

ghsl Agurt
s “oommitited in
odassaiyy, -

Trom

i Y j Qr"d J
the fo1lqy

4

b

(4

(a) iumg'mpnuf‘u .ﬁm s Y

b 8 8 d upon title 4 a 7
"R s arke .0 o vnon
(®) Loan yd. gk

grnp'rrrmp&chant fizms seeyred upon +1t1e deeds
Lk on s‘oem-ity‘oﬂgpr than erop or chattels
L . AR v y

sluded ebentures.

15700 tO%AL indebtedness under tnie head as at 30/p/34

10, annual interest charge amounteq to £82,043.
At this total the sotual amount of interest paid mas
31158 iion (a)l Mottgages upon which
in the cepital sum,  but no
}O5 Wiere none is paiq, In respewt
and (o) ,J/interest hag been caloulated at the |




(2) snagg“ f811s owing to Merohant Firms.

General ly speakfng. these 'qhorggﬁls are the,result of:

crop failing to reach either estimated tonnage or estimated valus.

It is possible that in a few cages tﬁw‘hny_e’\xb,ean deliberately
incurred with a view to completing development,

The total indebtedness under this head amounted at
30/6/34 to 295,230, but orop to the valus of £23,427 was held

lating interest at 6% per annum, it is seen that the annual

(3) Seasonal Indebtedness.

A% 30/6/34 Banks and merchants
£193,205 upon: the security oferop 0r o]
total, shortfalls as above shown an} nptec
Banks also held unsold grop af the
0f-260,804. ' It is thoiv‘.romz?)td%,
crop a sum of £60,598 had been pave

akains t the 1934 /35"
/34 0t X

It was estimated by pla tdz%’
anticipation of ‘srop ptweon '30/6/34 a

i S
or’ drawings in!!
to a total of 2118;31

& would amount % _

_ .%he totel suff estims ted t0 be ady

of the.season's orop therefore -amowted to
( [ g A w g # ;x e g
S e In'§ number ¢f g eg?

. ‘mated they would Ayaw appaq, " %8:5b
Possidle:value Of,their astimdteq

of knowing to what extentithe est
advanced by agentps+ 5 . o8

planters esti-
‘8x0088s of the
. Board has ne:

. . Estimating that-these af
average rate of 5“?1 thut they:
‘1% 18 to be seen that widwy this:
interest charge moxix'iljttu to 29,5

i 'r""}!‘"& 3 =

Caloulating
on the same basis, e
charge, - The_,txu
ness therefore

¥8raze six months' duratien, : ;‘.
M8itc the industry carries amt -/

i éa;ancqs against ungold oro

LOy344 18 added to the interest . .

est charge on aogg*omﬂs’g,_naitod‘- i
. ‘4%_— -

The total iiferest sharges met by the Lndustry B year
.oan thus be summerised 88 follows :- ‘ it el
On Mortgages :%; Foteeniyas 282,043
On Shortfalls .,i.....,...i. 4,308
On Seasonal Finance treereas 12,920

TOTAL. INTEREST CHARGE .....,. £99,271

As this charge has to be met practically entirely byu'w'
;hans 2, 3, 4 and 5 who have 8N annual average produgtion of
?

» 1t is seen that it represents a charge of 13.5 par
ton of coffee produced, !

The fieu$®s @hd raots revealed in the various statements
m;dtgna.}zsel abovs mentioned serve % present a general picture
of the

dedbtedness of the industry, but the figures given sre
largely averages and it must be :I.lfiu@ that they are far Temoyed
from the actualities of g great number of g

4 diyidual cases, SR
sheep are mixed with the ‘goats, and those vwho appear to { i
lessly indebted are mixed with those who, if given a breath ng
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‘spell, have every reasonable chance of pulling through and ¢f
continuing in the future to add, as they have done in the past,
to the wealth of the Colony. ;

These statistics serve as a guide only and decision as
to whether it is possible to alleviate the position can only be
made by individual consideration of individual cases.,

An examination of tha Crop Summary Staix t and of
the Financial and Mortgage Summary.Statements r% tﬁi%ollo-—
=G o~

ing general position.

; Class 1 (171 Estates)
.0f 3,008 tons was at the 30th Ji
" But' certain small dr :
necessary.

5,734 tgﬁl per
y}ét ‘Teaohed” the.
‘ o

sonal finance,
solved, estates in

Thése classes have a
“341,523 acres had at %9,

The averAfe PrY
was 4,641 tons and it ma
the produdtion will hajy
of extra devélopment 4]
annum, This inoyease
present prices, will very
rresent interest charges.

The foregoing facts and figures relate only to 87.8% of
the industry's production and to 73.89% of its total acCreage.
Replies to questionnaires were not received from the remaining
12.2% of production.

SECTION II. THE CAUSES OF THE PRESENT STATE OF INDEBIEDNESS.

In the years 1924 to 1929, coffee fetched a highly
remunerative price and any price less, than £100 per ton nett on
the estate was extremely disappointing to the planter. At these
prices the value of qo§oe land and of developed coffee land in

tioular was very.
. the various :gbﬁl

Money was easy to obtain on mo v
firms interested in coffee competed Wi’



hy

‘one another in the. financing of crops in their 'etforts to sscure
business.

i In 1926 the industry had a total of 68,950 acres planted
under ¢éffee; but of this aoreage 22,888 acres were still under
[ ] three years old and a further 22,309 acres were still under six
' years old. Thus the industry was in that year still paying for
- 4he deyelopment of 49,197 acres_(B5¢5%) out of,its tetal planting.
By 193}, the total ddreage had fnoreased to 96,04§ Ii ores and of

3 this enly '46,267facres (49%) were over six years and the
indystry was therefore atill for the development of 51%
‘of { tqgﬂ agreage, - i ’ :

1 es show, ppofits ¥
IeTeRsed developms !
tuz;nﬁj $0 the estatés in t

s ths building ofae
"banda" in’which many plantiers:

cumulated and the whole ,&;r

i ;
&nd general expendt

d upon inoreased developmen
uraged on all sides and planters who
is to permit the carrying out of de
money easy to raise. -

programme ' 16

- In yiew of the value of coffee at that t
of the money &ppeared to be reasonable
' land made reasonable mortgages whig
All parties - planter, mortgagee;
been’equally optimistic and appea
present vespective positions,
X 1y in 1930, there cang
oompletely unexpected drop in prioy
coffee of the 1929/30 crop, against
at the rate of £100 per ton in Nai
- © 4 than 270 per ton in London. . Plante
\ ~ against which they had borrowed ta
fabed: with unexpected short s A
from this season that the s
develop, - i '

<

Here again, it m
to blame - the pla ;ée; Te
-apd the |

o

oing a’arep’ : The t.
lanters began to . dg ‘uoag { réduo tign and
? mumm # development of their ﬁ’my. q&% they
[ had ontinue to odrry the oostyof development of young areas
) ¢ Adyances were 8till'made and continusd
; sphittistie Side and 1t was not really witil 1933
1§ - begen to tike dus care' in the finance of estates.

ot s AN o

to'err on the
that merchants

?mth‘ year 1934, the imdustry had increased its plant-
ings to 102238 acres, showing an increase of 6,196 acres in four
rs as wnat an incresss ‘6f 27,003 mores in’the previous five

.  proprtion of ocoffes over six years o0ld had increased
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"z %o 64% of the total, but 36% of the total planting was still
in process of development and was 8till a charge against pro-
duetion.

[ ]

In the years 1930 to 1935, there has been a steady fall
in prices, production costs have been reduced,but there has been
an inevitable lag between cogt reduotion and price fall, Planters
and "merchants have b58th made sacrifices to meet_the interest
oharges of the mortgagees, B , planters ohants in their. :
borrowings and {&mings appear-to h erred On the. side of opti-
mism in egdvances made per ton of ogfifee, but it has to be remem-
bered that; in.additie -‘?ﬁ‘@goﬁu is. orop, tbe planter has:
been and st1 I i"g th esaiby of carrying on the
develo of gro he gub been enablefitio do

W

hro! n; ‘
unpree rience of three

e

e AN § .
urvey of the crops, climate and faming since
Will assist to a olearer view of the whole

Ytention to thair estates. e

& A of semimdeveloped as

y- ﬂ_f‘ég the total h‘cro‘gge? ,~u§ Y
H ) S

d toithe -
hich ‘s t111

Ay 5, 1Th1l ase was
ooming into bearing of young areas
4 also been taken in 21';.-. years to !

t in farming promised to
34 ; orop pProspects in
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March 1933 made Possible an estimated harvest of 20 1000‘ tans,
but the failure of the long rains in that.gg' Ard,ﬂhited in a
tons of -fine ooffee,
less than 12,000 tons was actually harveaﬁod, and a‘very large

f this was of the poorest quality which had ever been
produced in Kenya. i

- . The failyre of rains at a time when planters had every
reason to expeot rain had a far worse effect_ypon the industry
than any ordinary shortage.- ~The season 193% yielded a total
crop -of soms 11,500 tons,

The effect of these consecutive seasons of drought’
has been felt throughout the corree districts af the Colony,,
and there is no doubt whatever but that the poor quali £ mugh: “
of the coffee in these seasons has been the result of 4 ught
and the less of moisture reserves in  the soil, .

Amongst the areas which have suffered most sewerel
from drought are the two large districts of Thika and Rui
@rea under coffee in thege districts is 2p,643 acres, or
of the Colony's total, 0f this acre e 8,096 acres,
thir%of the total, is still in oe:g of develnpmen
1933/34 production, which was re d 50%. by, dr Ty
%o 3,130 tons, or 27.2% of the to%Am¥: productiocn 1 the

The importance of these
above figures warrants the1i
48 an example of what has
which have experienced tha

., 8ffect of dro ht in the

districts as infiioa
r spegial mention in this sy
happened in those partg of he Co
most gerions drought eonditions;
ka" and Rujru districts has béen

The

utterly disast: ‘and plenters are burdened with interest charges
which in more mal s N8 might amount to less than £5 per ton,
but which, as &' Tresult of'iow production, have actually amouhted
to 220 and 280 per ton. 2

‘N r
g o 8% ; }M §
B ﬁilure of the long rains in 1933 had 1 ¢ ¥ 4
g:;ﬂpon plantations in these dis iriots which

®Te in excellent condition, Crops in:
Bndithe coffee on the trees was within a
%0 harvest, . A complete failure-o

The mo Ik
which, in a normal seaso sy WO
aotually oocasioned inoreamed lpss. 'L 8t on the trees
instead of falling and the resulting tran piration and loss of
moisture did a great deal to add to the g:maga of the drought.

The failure of the rains thororoﬁé resul ted, not only
in the loss of a bumper orop in the seasan! 1083/34, but also in

the ritination of orop prospects in the rollo!mg,'qg_uon 1934/35,

ter the loss of two successt¥e oro 4 ) season

®d full of promise ; 1+ exoeptig

934, proni:o; & very fine early ;. ‘further

! oocurred amary, 1935, but the previous No

d been below normal n& as a’ 8Ult P"

ons’ of drought, the m%*!;}m t Berves and trees
‘,' " bk

gan to suffer by v of ' Tanua'ry, om} falls of rain |
gave oo%%o hdge, but a great deal of orop had al-
ready had stripped by the end of March. Rains in April
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entirely inadequate and by July

in these two distriocts erops could be counted as a“‘failure and
that 8uch erop

‘quality,

g One furtiher trouble w hich these districts have
had to contend since 1924 has been ‘Weéaly-bug, and tremendous ¢
lo#ses have in the past been caused by this pest, more partic:
larly in-thegs distrigts than in any other parta’of the coux
This ‘pest reduced orops in the days of high prices, but mi
of control now exist which enable orop losaes to be avaj
expenses of this control are heavy, but thro
control has to date een;adequately maint
normal seasons are e rianced, preduction
Previous averages as a result ithisj

-

"
1

4 These districts
L4 ly indeb¥ied

v

beginning of the sl
semi-developed. )
whj,oh it was impossib
Of ‘the total acreage
meintenance for map:

. expeocted. if
3. A gradusl rﬁ in’ A
early ]1{0 ¢ untilsin,

an unprede ow
4. Pests and’diseases hig . ; p
. 8deqmtely controlled ghd thah e N !
5. Drought seasons whioh have not ,r '/'“‘-R“i" Al
of orop,but which haye also seriousi arfyo

&

SECTION III. THE PROSPECTS OF RECO VERY .,

in ueunf the ‘prospects of the Tecovery of the industry,
tl:ere are six main factors which have to be taken into: comsider-
ation.

il
i

Lok
S

2}

(1) The st of development of the industry., In 1930, of
the total plam area o p: #sres only 40, acres (48%)
were fully deysloped. By 1934 the fally developed area hmd been

\
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\ ey, "

increased to 65,643 amcres (64%) and 35,595 acres only were still
in process of developmsnt.

Of these semi—‘developed areas 22,549 acres will de

fully productive by 1937, The balance of the semi-devel oped

® areas, 14,046 agres (13%) will not be fully productive until

1939, but this is a gamparatively small percentage and will not

represent such a strain as has been carried in campleting the
development over the past five years. >

This increase in Tully produgtive areas
produstive areas makes it possible tginticipate
1/ ponsiderably larger crops than have: o

Lo

. The release from the expem
pe.famers on a sounder i'
BA of production on semi

1 oshiag

& Cond

eishffersd since 1933 from ons of
fhere would appear to be no reason. 0
o) o:g:in_u:h:::oﬂnitoly,dbqt it th:
ngithese years of drought )
frough all the pains of bearing, even £

4y ‘been lost, and that they cannot be

‘season. vlawmg thé industry as a who!
it two normal seasons are necessary befors 2
BAry from the effects of drought can be expecte

vdr;w,

S A ru:thir’_fuona idsration in relation to
ma : ! 1008 i

: "’ to'g?a‘nt diffioulties,: will'in Sh
less 111 effect upon producﬁgg;\ b AL

-A orop of 20,000 tons i.a,/,bqt‘lmted in the'nsha'm W( \

agres of fully bearing spd fram- 23,9¢3 agres ©f semi-
, It 36 qm;?uy that the fully bearing
DGW 70,000 aores, pos/

/Abat there are some 20,000 acres
is therefore to be expected that
future,orbps of over 20 tons will
) on avexsge; given no: olimatio )
d yield five to six tho i tons in
8 of 'the past two years.

{

/ - Whilat
svel of
at S

ly
ond 10;#!.

Areas whioh have been badly affected by

is '?3 sold'a great part of their orop at mrices
ded a¥erage in the region of £30 per ton and
lower, A return to norme eonditions will not only inorease
the quantities of these erops, but should also increase the
values to an economic level,

2 o TR > Ty .
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The quality of the coffee produced by the industry as
a whole, apart from the excegtionally poor quality orope produced
in badly drought stricken areas,has also in the past few seasons,
been far below the no‘mﬂ ndl. ° There is every reason to expect
® - that quality will improve With & return t6 nomal climatiec oon-
ditions and that a greater proportion of fine 11q‘&>‘r1n3 coffees,
suitable for the Homestrade requirements, will be produced in the
future than has been produced during the past drought years.

A e " =
4 Although the premium peid. for fine 3 a8 opposed
sind q:&h , {haq %‘)E@nﬂom_ ro’?’:ﬁoﬂ, a' pre-~
a1 s . by the United Kingdam Home
a greéater proportion of coffee sulted
ult in higher averdde realisation for

ogte, Antestia aus
348 in the pRSt oan ..
er occasioning
11 hea ‘but there
e of M -bug, new
111 substantiaily

, Coffes ‘Berry Dimease
ng ser®ious crop loss.

on ¢that the ravages of
isive process of
jpes of coffee.
ority of planters ocame to
erience, In general,
jient and can be counted

men ape | :
_jgi:! gi ly skilled care to the:prgparation of their
o ﬁld to the cultivation of their egtates.

.been evidenced by the reduo! i
try is now aotively pursuing
ght rates from

gre _sxperience of
prope and better ylelds per aer
derable veduction in the costs of

To summarise, thdfprobi»«ts of t
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Andustry 1ie in the Potential production of increased crops,
the co:g‘quent reduotion in costs of production and in the well
founded expectation that the average price realised for the
industry's crop will be higher as a result or the production .
of better quality coffees,

. -

These prospeocts are not remote, the wmg:

has been affected by dragght, “%he. greater will
the recovery, and the o ee Board

fied in putting forward Proposels

are now heavily indebted: to hcigq:l;g

oonﬁd% beiaxpe w‘a‘;,}‘ ¢

@

o e
by X

i f i R & § S 1
‘The four gredt Heéds or the industry age as tﬁhowu 1=\
E : N U8 T S 0 e

A figaneisl resgite in whioy to recever from the
ooui‘m/"orngt ip (Price falls ‘and. droughts, ;

The provision of | hoft-term' finanoe on & sound

ompl et the devalopment-of estates'
C) aa&ma uni tae’ N

1t revision’in’ certain areas,

s, W
v

L

?m

YTt 18 belieyed that in a11 four. directions, assistange

q{‘rr' ded withopt undue risk to Gov'ermneq.t and without up-
,qh o =

| /oredit of) the industry.
VN | ’
Cono

t thg g
ard
er temporary or permenent, betw
e Upon application by either party, the Cons i1ia
Board Bhould meet debtor and’ oredi ters ,in"uttempta to a
by agreement betwoen parties; at a reasonable

: ) It must pe
order, any action b
tion Of the o tomy >
B 0 abtain and . wo;

tor 'a oampletely re
\ nld B’ to be 4 le doub
Riperoentage of sycsess in

2 \l‘{f,‘u:,' ;
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would appear desirable to ‘effect some canposit ion as between

the various classes of.ereditors 'inter se' for the inequitable

position has been reachsd today when unsecured oreditors are

obtaining priority uﬁ;ayﬂcnv of their debts by reason of their

ability to have recourse to the Courts at

agoured tors,.4mho are unadbie to nfe1
ord ‘s0st to

N Such proper minto
oro‘litors a5’ well as of dahw‘

It &a balieved that thi Conoil tidn Bourd obuli lrrangl
omoutionl ‘equitable to-all- oo d oensw, a itself as
trustes gx the estate during an E’ude
for tha hter the .certainty of be!.ng 1‘b1,0 w 3 uimo 2,
ns for-a spocttiaa period, &nd provide for the oreditom
’ mmh r:x of- a. fl‘l.).‘ and gust uhcro in any pmfit.s resulting
: ‘suc rations, - -

s 'mu mnt apd tha rirhnoe of altataa, th sub jeot
> of oqnpoaition should Be auperviud by tho 'l‘rustee or #n approyed
lgon S ' ‘

-
.

-

v 1. =, Té po:ltion of eoffee plgnﬁrs is
~xelief is of vital importance [-Y unle
af fom te pmvti.%d, ostates are likely.d

of .al oroditon. “" K Oongiliat

P the lines u.bowh 4ni ; might no be

’rﬁ;d w‘lsa ° that shongdi

o R TR

foaf ¢

?zguza*ion By ol Aspieihey
ossarily dntlve |
foms ofifsiss

.‘;. i z

“ ! L] agsisti
, ’f:ﬁ d.ug:ﬂ ‘mr 7 ng
! sugges on &huu
- apd ﬁotum inf -, 1Mobtodnee
in the Colqny.

is likely to bo rur‘ -ﬂ-d )

that is likely to be secured i . :
other ns, and even its failyres, it is ocnsid
Ooneily tiou Board

i If 1t is found that the Conoiliation Board fa
Wt rtnonnble campositions, the detailed infoma i ;
even in its m1uroa, will form! bl 8 evi

a"e
Ll qrsn wh:loh tl'a 'Committee on Agrioultuml Indobto!lnos: can bau
M 4 q final om !.yl;onl.

The Oano!.n-uen Board, if formed, should bear in mina
that, av far as the coffee induahy is oonoax-nod the main need
is a breathi u 8ce in which to adjust 1tself to chan, d oon-
ditiou in w to recover £ram drought seasons and in which

) to ompi-tc u- fdavelopment,

!
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Compositions ¢
Hard and fast r

The Coffee Board urges the Committée on Agriculture

Indebtedness to giv® this sugges tion, formed ‘part of .
dence given by the Chairmman of Ihe

) 1 WbEt seri :

ol
se casges)

s ~"¥Mq,; *

and the“urge to oﬁl

¥ pnwards to induce pPlanteys::

#on's orop without putting by'a
; ‘8 result, the &ysta
« large proportions

Upon merchant houses fop -

ior to ‘!gmvat.A i

¢

otice for plan
An January apa gon Ja
oD %o be harvdttd' in the
proper omxler of things was
@' enocouraged by busineas men t
siness would ayer have oontcn&t
'the cycle had.Bewn sterted it beoa
2. state ‘of afrfaips as ‘be the
Shagtic, vut this state of |
98 s'o widespread, that %o p, : )
Pild and unsound method 6f tinance appear
Tmel and a very great number of the planters in Kenya
% hever known any sansr practice. -

RS

start,
{thout caus ing
involving themselves

; The merochants, having permitted the oyole.to
found themselves POwerless to put an end to 11:-30

hip to their planter clients ang without
in losses.
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o 2 Wk in sound estates are thus bei financed on the
following mt;- Mérchants in January %ﬁgm the finance of
an estate, usually upon an agreed scale which supplies the
planter with his own estimated requirements and upon a socale
which fregquently bears little relatibn to any crop estimate ;
® advances continue through the year and it is not until May or
June, after five or six months of financing, that any reasonable
Oor accurate estimate of Orop can-be made. Crep may start har-
vesting in May or Jmne » &nd possibly a month later sales of early
Plokings are effected which sta 't the 1 T January ad-. -~
vances, but in-general the bhng ¥he grop- "ot pioked until
Jovember &nd is 1ot sold MAt1l-somh tile Aafer in the following

year. Therefore, at lanter and mérohant
are in the¥ollowlngires 2 1 AR

® 8Mater Iroportio:
&h/nace!a $o- estima
g- to ‘esti; te) the pos
ORS® 0@ gound estate,: it m
the acceunts are lavel or show a
ater - .a.balande, however, whigh is -
oonver?odh,ntg ‘tash until coffee’is

later.

the value of ‘00ffee prior to sale ,and
tion of the ‘¥we parties, arrangements
# fingnoe have 10 be mAde.. The planter
3 ag¥op which is %9 be har-

Tve provige
'8 8%, digeuse, or slim
the posit mi marohant ‘estimates the yal 7
orop which will be sold in from twelve to ef feen monthas' tinme,:

Upon this basis srrangements for, next season's
e .arrived at, and At is suggested'#y the Coffee Board:
PRs_ satisrsotory basis for all part "ooncerned would

1y’ Al fficult to evolve. kAN 5
s 4 J
wHaa :.rom_a and planters combined to make the crop

nancial ygir, it is confidently believed that the
pe would today be infinitely better. Crop
ary district to distriot, but the main

o B of the Colony wguld find satis-
(A8t June,

xe Sdagin

 Plant
! of the
d that the me rohant
s' be tween January and
3 ainst actual proceeds of sale or by
means of against hich is in the process of being
marketed,. only estimates hecessary are estimated values of
‘on or l% %0 Be put on the market.

exact posi t':lon of both parties
is 0wn, and further, it is 3
‘ (@;:;‘moapeots of the follow- |
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. 13 requires ’inou,r}xrﬁa'"\éilbornnon to show that satisfactary
finaneing of estntas 14 fdr more Poasible if the orop year and
the financial yea¥ are the same,

The main difficulty that today confronts the industry
in relation to its seasonal finance ig therefore to find a way
of bridging the 88p whioh exists between the time at which ad-
vapoces are accustomed to start and the timé at which they should

start. This gap is the kqy:to the whole Posifion and crop
finance will never be on a sownd basis unti¥*™t hag been bridged.

turn to more normai Seasons with.the ,msuiﬁnt
uction will enable the moTa f£orhuy

. A re

v ustry T o0uW would benefit tremendously if
oh. a [ /A e #1¥, and the effect would be to
. ' nos o ® On & sounder basis than has
f many ars, | e 2, .
1L It is therefare Suggestad, as mariting the mest merious v‘( :
consideration, that arrangements be made .by Government to ‘provide "f,
«floance for this five month pericd, and that wheiwver possivle,’

‘ The .;omt- of sush loans to individuals wo:td be oom-
tively small, and by armnge ent and agreement wi moT tgagees
t ui’ be possible for 8dequate seourity to be pravided ithoat
prejudiocs to othér interests, , :

The following ! s will serve ag a roudf’{‘guid. as o™
the totel finance Trequ and as to the loans likely to. be required.
by 1!\&1-5&'9\&:1 estates, o - ‘ 3 R e

f

W Tt baa Mewn ‘shows"in Beotion I of this memorandum t;;pt
in the season 1;%_&1,1“ of £60,598 had been advanced between
lst Jmuary ana % June, 193¢, against 87,8¢ of the orep.s In
other m.—ni‘-ﬁén”g. that advances had been made at the rete

19,000 per month for the first six months of
P { % SO . 1

l" Al e g

ﬁ. W. i ,//, ;

i ot :
: i S g 3 x R A SN
s 71 &/ fumper -6 plang tow g;;n&x advances Ligd been ¢
de 1in 193& &lblod 194, oOr theap?? ¥ mere small pp
086 average annual orop was under twel¥e tons and whoae ¢ inxa
had in the main been correspondingly” small. The r 2
f over 25 tons

planters were producers of average annual crops o p M
4nd with a total average annual Production of same 34800 tons,
ar

These 76 planters on 30th. Jy e, 1834, owed to their
_bankers a total sum' of 2 108, [But of ‘this éum

5 ted for By sho 8 ied forward the:
svioln n Lby $ho, prewiqus season whith wa ®hen
8 h'unsold, It ig f] oTe tq #o8n that to these planters
| BUns’ actually 'advance galng ti @9 crep.totalled only
+470. " An averagh figure or & t 24, pmnter and of less

than 29 per ton of the average total ‘production.

78

bgg:, the total drawn by the 108 small
e average amount dram’ each of the
1 .'a-t c:a-b,,ggt the total
‘oduc nly eome tons &nd the average
rﬁgﬁl 8 Over 233, Thege estates , hawever,
ng are only in the early stages of pu-adu.c:‘t:loliiF

to

)
|
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P for ‘thair next season (1934/35) was estimated at over

ﬁetaﬂed t 68 showing the position of eash indivi-

dual planter are in the hands of the Chaimen and Secretary of
the Agricultural Indebtedness Committee, but it will not be amiss

s@in to-draw attemtion to the faot that thes
t

ARt

¢ average figures
An present a general pioture, il

iy

iy B Ak \year 1934 a total sum’
: 4 Mg the first six menths

ime system /of

‘ period should be restsy
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. " o 1
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_Thie sastion of the memorendum has now dealt with the
general ..p.ok@wéﬁn oredits, but it 1s stil] necessary




rise to the mammoth production o: brazi alu 0 - producion will
always r-main comparatively smull ~nu”5t comparativiiyy hih ouality.

.3 "In‘_ ug sovernment should put up
finance, the Board has ho .that the CQlopial Office ana Govern-
Jeent will be in a position to take a lre
s value of the potentidl’ vglue of the And

. merchant finamciers whao,viewing;‘{moi
3 is particularly the case whe you ‘Treal
@ finance is largely the result pf the
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in their African business, You wi .
with Dalgety's when I wgs at homg
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bustness irrespective of 1
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THE COFFEE BOARD OF KENY.
LE COFFEE BOARD OF KEIC

ARICULTURAL INDERTEDNE:..

IMls memoran 1ym 1s divided intc Pour main sections : -

Section I ~ The 1indebtedness of the coffee Lndustry.

Seotion IT - The causes of the present state of indebtedness .

Section IIT - The Prospects of recovery, '

Section IV - Suggestiong /for. the alleviation or th!preeogt
position and\ror W?‘?.ﬁ“‘ toward s Tecovery. .

)

“June, 1935, the
Teturns from, .
ya_crep (Appendix
for the year ending

ThepDeazd has siage yropared for Anfornation of
the Agrigultura) tn?bte 38 Committes &n aj ysis of the
mortgage ‘position of’ the /#nd v This 'Mor Summayy

L) ‘ ¥ ¥ PG

ie attached hereto, ! )

SECTION I. THE :

s 80 1ts
Coffee Boapd published g
Ccoffes estates produeing
"G" of the Anmua b\ Report
30th Juns , 1935, P. 89 ot

Statement

# S, i ¢ P
A complpt analyai gy whidh gives detalls (under code
- Dumbers) of a1l § f”:pmq ;;;t\ums g been forwarded for the
Information of the'Chay 3-8nd of 'the e Qtary of the Agrioul-
tural ggaabtednou Comry; but ag in 13 dual ‘returnas’/

under cqde {

avén

numbers) to the: ®e Board gues ionnaire sonfi -

dential, thege doftgi/%g;‘l alyses obt;mt bs mgde 'Availagiia b all
tpa . h ) B

members of the Commi

Apart from ordinéry trade ereditors, the cortes industr
1s committed in the followin.wthree distinet classes of ndebt=
edness g ?

1. Mori:gag - ¥

2. Shortra s owing to merchont : ms;
3. Seasonal Tinance. !

(GBI Mortgages, ‘ ;
: , ‘Under the main heading Horteages, there ara again
thrae SUb-divigions ;o ;

(a) Mortgages Proper with which arg included debentures.,

(b) Bank Overdrafts secured upon title deeds or upon
Seourity other than Orop Or chattels mortgage,

(¢) Loans from merchent fims secyred upor title deeds

or upon security other than crop or chattels
mortgage .

The total indebtedness under this head as at 30/6/34
as £1,212,110, Ty, annual interest charge amounteq to £82,043,
Inmfvigg at this total the actual amount op interest paid was
obtained in ‘Tespect of sub~diyision (a). Mortgages upon whiogh
moratoriums 6xisted are inoluded in the capital sum, but no

included. in oaBes where none is paid, In respeet
o ione (b) ana (¢), interest has heepn calculated at the




(2)  Shortfalls oming to Merchant Firps .
==Y 0g to Merchant Firms.

Generally speaking, these abortfa};s are V‘x_x»- result uf
¢rop failing to reaoch either estimatad tonnagze or esflmated value.
Tt is possible that in a few casas they have been asliberately
incurred with a view tgo completing devel pmont.

The total Indebtedness under this- head amouunted at
30/6/34 to £95,230, but Crop to the valus BF £23,427 was hsld
unsold by merchants on Sehalf of plarfare witn shortfells. The
actual total shortfall is therefore reiuna; 271,803, Calcu-
lating interest at 6% per annum, it i. yen,. © the annual
interest charge amounts to £4,308.

(3) Seasonal Indebtedness,

At 30/6/34 Banks ana merchants had advenced a total of
2193,205 upon the Security of erop or . chattels mortgage. Of this
total, shortfalls as a2bove shown amounted to £71,803, Agents and
Banks also held unsold orop of the Preyious season to the valua -
of 280,804, It is therefove to be seen. that against the 1934/35
°TOp a sum of £60,598 hagq been advanced as at 30/6/34.

It was estimated by planters that further drawings in
anti:ipation of crop between 30/6/34 and 31/18/34 would amount
to a total of 113,314, ‘

The total sum estimated to te advanced against 67.8%
of the.season's Crop therelore .amounted to £174,118.

In & numver of cases the amount which planters esti-
mated they woudd draw appeared to .te 'greatly‘ in excess of the
DPossible value of thet r estimated erop, butithe Board has ne means
of knowing to what eéxtent the estimatad drawings wers actually
advanced by agents. )

Estimating that these advances hear interest at an
average rate of 5%% mnd that they average six months!' duratien,
it i8 to be seen that under tnis headine ths industry carries an
interest sharge amounting to £9,576..

Calculating interest on advances against uusold crop
on the same basis, a further £3;344 is added to the interest
charge. The total annual-interest ckarge on seasonal indebted-
ness there fore amownts to £12,920.

The total intersst charges uet by the industry each year
can thus 'e summarised a8 follows- -

On Morigages ete. ..., ... e £82,043
On Shortfalls Pt aens . 4,308
On Seasonal Finance ...,.... c 12,920
TOTAL INTEREST CHARGE . ..... L, P

As this charge has to be met practically entirel Yy by
olasses 2, 3, 4 and 5 who have an annual average produetion of
7,366 tons, it is seen that it represents a charge of £13,5 per
ton of coffee produced,

The figures and racts Tevealed in the va,: . .. tatoments
ant analyses abovs mentioned serve % present a genarsl picture
of the indebtedness or the industry, but the figures given are
largely averages and it mugt Le realised that they are far removéd
from the actualities or @ great number of individual cases. The
sheep are mixed with the goats, and those who appear to be hope-
lessly indebted are mixed with those who, if given a breathing




spell, have wvery reascuabi= crance of pulling throush and of
continuing in the future to add, &c they heve done in the past,
to the wealth of the Colony.

These statistics serve a. : gulls iy wnl
to whether it is possibis te alle

te the , .sition
made by individual consideration ndividual ~¢ a

lecision ae
noonlv be

A examination of the Crop Summary Statement and of
the Finencial and Mortgag., Summary Statemet!s roveals the follow-
1ug general position,
tlass 1 (171 Estates) producing en average annual orop .
of 3,009 ons was at the 30th June, 1934, free of a1l commitments;i
but certain small drawings sgainst erop were then b,q’éhin&\‘ b
NB06SSATY. PR LR R

That season's orop was below the 30th Jube estimats;
and it appears probable hat e ne ﬁﬁ qlgss for erap,—
finance will increase, unless beétter seasons or better prices
intervene,  Any reduction'in the cost of crop finance will assist.
this free and importamt class of the industry to maintain its
indepsndence. o i y

glass 2 (179. Bstetes) at 30/6/34 was free of crop com-
mitments, bu € ma jori¥y of estates are mortgaged and the_ resent
interest chargas represent a definitely heavy &ddition to Ahe\per
ton costs of preduction, This elass proeduces an average ‘annual”
crop of 2,725 tons and was alsd beginning to require advances
against crop. :

Assisfance to this class can he afforded by redugtion
in mortgage interest and by reduction.in 'cost of crop finance.

These two c;gsses with a total average production of
5,734 tons per annum have 12,514 acres of coffee which have not
yet reached the full bearing stage, out of a total aporeage of
42,054 acres under coffee. The pétential future crops of
estates in these classes are' therefors considerably in excess
of the average for the years 1931734, ’

Classes 3, 4 and 5 (200 Estates) are all, to a greater
or lesser ex’Een%, mortgaged, owing shortfalls and in need of - gea-"
sonal finance, and if the problem: 6f their indebtedness is to be |
solved, estates in these cluug, nesd relief under all three heads.
These classes have a total of 83,485 m¢res under coffee, but
11,523 acres had at 30/6/34 not reached the fyll bearing stage.

M. these classes & at 30/6/34
was 4,641 tons and it mayl:::son” be expected that by 1939

the production will have inerease approximately 50% on account
of extra development alone, apd will have reached 6,960 tons per
annum. This inorease in the average annual production, even at
present prices, will very greatly reducs the per ton costs of
present interest charges. !

The average produotion:

The foregoing facts and figures relate oniy to 3..u% of
the industry's production and to 73.89% of its tolal acreage.
Replies to questionnaires were not received from the remud ining
12,2% of production.

SECTION il. THE CAUSES OF THE PRESENT STATE OF INDEBIEDNESS.

In the years 1924 to 1929, coffee fetched a highly
remunerative price and any price less than £100 per ton nett
the estate was extremely disappcinting to the planter. At these
prices the value of coffee land and of developed coftee land in
particular was very high. Money was easy to obtain on mortgage
and the various merohant firms Interested !n coffee cumpeted with




~the land, and

‘one another 1r the Tinancing cor creps ir iheir efforts to sscwre
business.

In 1926 the industry had a totsl ©Of 88,950 acrea planted
under ceffee; but of this aocreage 22,888 acrss wers still under
three years old and a further 22,309 acres were still under six
years old. Thus the industry was in that year still paying foi
%he development of 45,197 acres (65.58) out of its total planting.
By 1930, the total acreage had increased t0°96,042 acres and of
this enly 46,267jacres (49%) were over aix years old, and the
indystry was therefore still paying for the development of 51%
of its total moreage. +

. "% In these years production costs and general expendi fure '
vere admittedly high,but'as the above figures show, profits were
put back into ggc; & in 1& form of increased development [=3 S,

Profits were also returned to the esta‘ga in thex
erection of permanent factories’and in the bullding of permanemt ..
houses to rq}qu the grass "banda" in which many planters started.

v

Reserves were not acoumulated and the whole energy of
the industry was concentrated upon increased development. This
development was encouraged on all sides and planters who made
insufficient profits to permit the carrying out of development
programme foumd money easy to raise. )

In view of the value of coffee at that time, the ocost . e e
of the money @ppeared to be reasonable, and the then value ef i
land made reasonable mortgages which today appear fantastic,

All parties - prlanter, mortgagee, and merchant - appear to have
been equally optimistic and eppear oqually blameworthy for their oy
present respective positions, ! - 4

b i ¢

4

' Berly in 1930, there came g auliden and, a parently, S
completely unexpected drop in prices, | 'Large consi nts of iy
coffee of the 1959/30 crop, against which money-had been advanced
at the rate of £100 per ton in Nairobd,.failed to realise more

thag £70 per ton in London. Plantsrs 50" tons _of unsold orop, :

against which they had borrowed to the /WEit, found themselves
fated  with unexpected shortfells of 2,000 0 More, and it is o
from this season that the, serious shortfall sition began to i

develop. # . ,
Here again, it may be said that both parties were equally &',
to blame - the planter re ¢ ble for the production pf /the crop, /
for borrowing ; and the mer ‘résponsidble for the M eting ’

. of the erop, for lending. e,

The industry thepefore <found itself in 1930 faced with
the need t6 meet mortgage interest charges and the continued
develogpeixt of over ‘Ats plantings on a cro reduced im
value by some 30% to ! t was also faced witg the repawment
of shortfalls which it had ‘&Aﬂly acc‘.unu].a';égv‘;..n

The Umﬂt‘é' were 8lso.in an unenviable position in
financing a orop whish had an uncertain and unst market,
Planters began to biirig down the costs of their pré@uction and “
to cease inoreasing the development of their heldings, but they
had %9 econtinue to oarry the cost of development of young areas,

»

Advances were still mmde and continued to err on the
optimistic side and it was not really until 1933 that merchants
began to take due care in the finance of estates,

By the year 1934, the industry had increased its plant-
ings to 102,238 acres, showing an increase of 6,196 acres in four
years as against an increase of 27,092 acres in the previous firve
years . The proportion of coffee over six years old had increased



to 84% of the total, but 36% or the total planting was stiil
in process or development ang was stil]l a charge against pro-
duetion.,

in the years 1y30 to 1935, there has been a steady fall
in prices, production costs have been reduced,but there has been
an inevitable lag between cogt reduction and price fall. Planters
and merchants have both made sacrifioes tg.meet the interest
charges of the mortgagees, Both planters and merochants in their
borrowings and lendings appear to have erred on the eide of opti-
mism in advances made per ton or coffee, but it has to ba remem-
bered that, in .addition to Produciing his orop, the planter has
been and s’&ill is faced with the necessity of carrying on the
development of growing areas and that he has been snabled to do
this by the merchant advances,

A further aspect of the case,and certainly one of- the -F
asons for the present troubles of the industry, is the
; 8eas0ns iwhich have had te be faced. Apart from the
iino denq%t':f; drought which has affected both quantity

ity iof opop ptoduood throughout the Colony, the main
{ 83 hlve 'had the unprecedented experience of three
ears of drought. '

conseoutive

T Burvey of the crops, climate and farming since

. A bp
/30" will assist to a clearer view of the whols

the season 19

position,

The 1929/30 orep was the largest that had then been
recorded and amounted to a 1ittle short of 11,000 tons, but as
has been Previously explained, development was continuing apace,
money was on offer on all sides and borrowings against orop were
heavy, and as @’ result of price fall, planters ware aotually
WO: Off than would have been the case with a smaller’ orop.Trees
m‘&tp were in excellent condition after this orop, apd in
the !buoiihg seaspn 1930/3) a bumper orop of 12,500 tons,matured.
ving endings oontinued on op% ¢ sgale, but, it

‘Prew:

6 n did to a o ble externt anable
e ocommitments of the' vious..year and .to
uate attention to their estages and to'the

tenande of semi-developed argas, which still
% of the total dcreage. = Y\ -

phntgs to meet
continue to. pay
contirued Proper’
: ynhg,‘to neatly .

SRS A
5 Climatio conditviohs at: 4 X
0 1,9_;% 149 tages ) pootih. 1 : t that
1o ing { ,3_‘,.%&. ‘ /
, Jome’ to & tatal

y 3 5

s ® ofthe

us and .saw yetianother

,000 tons,and -m%‘d.dnito & ¢
1740 reha litate pl

F o\ iy

e| four semsons 1989/30 to
- of
»88
accounted for
E;t very grea
Prove farmipg 8 and to ilnorease yields., Fertilisens and
manures wepg baing timed mlhly and to greater benefit than ever
before, and in svery possible nx. planters were do their utmest
to meet lower prices by inorease yi‘ofdu . Among other things
the great benefits of Bordeaux apraying in ndmf seasons “been
made apparent and very extensive use was being made of this methoq
of preventing bi-ennial bearing.

The result of .this l.lpi'Wﬂnt in famming promissd to
show F1t¥ing result in the semson 1980/34 ; ey el U000 0

Gfflited 4 bt A Lo

antérs., . -




March 1933 made 1ossible an sstimated harvest of 20,000 tons,

but the failure of the long rains in that year resulted in a
disastrous crop failure and instead of 20,000 tons of fire ooffes,
less than 12,000 tons was actually harvested, and a very large
proportion of this was of the poorest quality which had ever been
produced in Kenya.

The failure of rains 8l a time when planters had svery
Treason to expeot rain had a far worse effeot upon the industry
than any ordinary shortage. The Beasonm 1934 /%3 yielded a total
orop of some 11,500 tons.

The effect of these consscutive 3easons of drought
has been felt throughout the coffea districts of the Colony,
and there 1s no doubt whatever but that the poor quality:of much
of the coffeec in these seasong has baen the result of drought
and the loss of moisture reserves in the soil. T

Amongst the areas which have suffered most severely . .
from drought are the two large distriots of Thika and Ruiru. ‘The
area under coffee in thegs digtricts 1s 25,643 acres, or 25,4% &
of the Colony's total., of this acreage 8,098 acres, near#{;wg
third of the total, is stil) in prooess of develupment . J
1933/34 production, which was reduced 50% by drought, untedl/
to 3,130 tons, or 27.2% of the total production of the&% ]

utterly disastrous and planters are burdened with interest charges
which in more hormal Seasons might amount to less than £5 per ton,
but which, as a Tresult of low production, have actually amcunted

' The failure of the long reins in 1933 had its most
serious effges upon plantations in-these distriocts which in Maroh
of that ye&Y were in excellent condition. Crops in that yeax:
were early the coffee on the trees was within a; s
of being v Rdy:.to harvest. A complete failure of
had never Previously been experi enced, but delayed (
had been mat .wi: R's Planters, therefore, instead.o
their trees ¢
rain whigh * g
Thc;fyhuirjd : -this ) from day to day and j 18 : .
by the time that oTops Wsre ao: ly styipped ;i8he #3 .

DR
e

suffered to an exte t e;!
e ! Bbrdeaux gprayi

in time to yield a &rop in Lol

The money invested in extengive| ¢ ng,
which, in a normal season, wopld hdve profiuced excellent result,
aotually oocasioned increased”1oss. Leaves stayed on the trees
instead or falling and the Tesulting transpiration and loss of
moisture 414 a great deal to add to the damage of the drought,

The failure of the rains therefore Tesulted, not only
in the loss of a bumper orop in the season 1933/34, but also in
the ruination of CTOp prospects in the following season 1934/35,

After the loss of two successive orops, the seasan
1985/36 opened full of promise ; exceptional Hoveringa around
November, 1934, promised a very fine early crop, further heavy
flowerings oocurred in January, 1935, but the previous November
rains had been below normal and as a result of three consecutive
spasons of drought, the soil held no moisture Teserves and trees
began to suffer by the end of January, Occasional falls of raih
gave oocasional vgouu of hope, but a great deal of crop had al-
ready had to be s Tipped by the end of March, Rains in April
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Ngs gave renswed hope that much .
; but the long rains agaln proved
it became obvious that once again

1d be counted as a faiiure and
that suoh ¢rop as might be reeped would be of very infsrior
) quality,

One further trouble ®ith which these districts have
had to contend since 1924 has been mealy-bug, and tremendous erop

losses have in the rast been caused by this pest, more particu-
larly in these districts

This pest reduced ¢rops in the da
of control now exist wh

_ These districts,
oxample , Wre hsavily indeb
produot{on ."Sm grea t,
reasonable T 8
there is no sbever but

areas ean recuperate and that whe
apeedily, 4

v

: .;'The genéral fatse
negs of ﬁu :Ln tiy =

*

1. Anieptimien in ysars of
(a) The raisi of, exte
rates of :xgxt'qrbnty'

s
\b)The start of”.
” catised u;uuf
The stage or dpvelopment:
fully developed in the ‘g

but put their profits’ bes

beginning of the s1ump -
semi-developed. 3V

. which 1t was impos

3 of the total acreage of
meintenance for many

expected. :

n
.

3

A greadual ragl1 in Ave
early 1930, untiloAn
&n unpresedented: low P!

4. Pests and diseases whigh, in,
adequately controlled and the

5. Drought seasons which have not on].f/_ ah |
of orop,but which have also seriously affe

SECTION III. _ THE PROSPECTS OF RECOVERY.

In viewin? the prospects of the recovery of the industry,
there are six matin actors which have to be taken into comsider-
ation.

(1) he sta, of development of the industry. In 1930, or
the total planted area of B0 %5 asres only 40 '75% acres (48%)
were fully deyeloped.

By 1534 the fully deveJ’,Oped area had been
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fully productive by 1937,
@ areas, 14,046 acres (13%)

This increase i

considerably larger crops
past.

‘o@ta of producti
A

; 8

h‘rve suf

‘one geason.

ing: way in which

yesss, in the hear
sted and
P

of tHe

ke "of Cotfes
Xpect any (7] “the

ocannot be expected to fall

The fact that no

increased to 65,643 acres (64%) and 5#,u95
in process of development.

0f these semi:devslope'_' arsas
1939, but this is a camparatively s

represent such a strain as has been ¢
development over the past five years.

The release from the expesditure upon develors nt will.
8ce farmmers on a sounder Footing and will yad the i/

acree only were =¢ill

22,949 acres will be
The balance of the semi-devel oped
wWil) not be fully productive until

carried in completing the

n fully productive areas amd in aemi -

productive areas makes it possible te anticipate for the fut

ure
than have ever been harvested in the™

"

e

on on semi-developed estatesyy =~

RY10 Conditions 4s hes already bgen shown, the e i
. d certain large ¢offee producing 41t‘tx._|,o.t;a S

fered since 1933 from seasons of eoas
There would appear to be no reason to e oot 1

ough all the pains of bearing, even though
y been lost, and that they cannot be expacted .

Viewing the industry as a whole, it

hat two norhal seasons are necessary before a tom-
y from the effects of drought can be expected.

A fdrther consideration in relation to drought is the

‘ocoffee trees in drgught affeoted aveas

imatised themselves to dryer conditions; and 1t oan be
ly hoped that climatic conditions, whﬁ,h sSame ye,

d to present difficulties, will in hd

less 111 ‘effect upon production. ,

rutumyb found

A orop of 20,000 tons was estimated in the seaswm 1933/34
80,160 aores of fully bearing apd fram 23,943 acres of semi-
Btive ocoffes. It 1s esti; ed that the fully bearing

-ds now 70,000 acres, and that there are soums 20,000 acres
-productive coffee ., 1t is therefore to be expected that

future,crobs of over 20,000 tons will

nd that even on average, given norn# climatic
ar9ps should yield five to six thouss
harvests of the past two years.

tons in

Whilst there appears to be no resson
evel of world priges for coffee for

s to oome, it 1s at least possible to state that prices

in“the future to the same extent and

in the same proportion as has been the cage since 1929,

rise in world prioce levels can be

expected does not, however, preclude consideration ¢f the possi-
bility of a pise in the average prices realised for Kenya Coffess.

Far the past three #0850Ns a very great proportion of
the crop has gensistea of immature, shrunken, and drought affectsd

beans which have per,force

relation to the price level of full
been grown under normal conditions.

Estates in areas
drought have this season so

which have yielded an average in the

lower, A return to norma
the quanti ties of these ero
values to an economic lavel

been sold at prices which bear no
y developed orop which has

which have been badly affected by

1d a great part of their orop at prices
region of £30 per ton and

1 conditions will not only increase

Ps, but should also inorease the
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The quality of the coffee procuced by the industry &s
a whole, apart from the exceptionally poor quality orops produced
in. badly drought strick areas,has also in the pmst few seasons
been far below the nmgn. There ig s¥ery rceason to expect
that quality will improve with a return to nommal climatic con-
ditions and that a greater proportion of fine liquoring ooffees,
suitable for the Home trade requirements, will be produced in the
future than has been produced during the pasat-drought years.

Although the premium paid for fine coffess as oppossd
0 oommon coffee is lower than 1vor previously recorded, & pre-
mium does still exist @ 1s paild by the United Kingdam Home
%do. The production’of a greater proportion of coffee sulted
“ ha
o

trade can only result in higher average reallsation for
{ It may therefore be expected, even 'though' there i

Y

ny'8 orop.

] 3 b no. P Ha
 world price levels, that the oorfeg_lzoslgr; dla okn ;o
'a hi T average prige than has be¢n redlised 4 gy

¥rent a#kson, &nd 1t/ie possible to estimate thafigtMid i . -
e in yalué will emount to at least £10 per ton, | SR %5 ?

%}s % Diseases. Two ma jor pests, Antestis and.
g, i have caused sexious crop loss in the past can
e being controlled today, and ara 1énger occagioning
loss of orop. The expense of sontrol isis%¥ill heavy, but thers
appears to be reason to hope that in the gase of Mealy-bug, new
nathods of control may be intreduced -hi@ will substantially #

uce cost.

Wi Of the major diseages of cof#s, Coffes Berry Dispase
alone 1s:8t111 unoontrolled and stills ing serious crop loss.

The Department of Agricult of i on that the ravages of
thtl;mulle can O‘:lé;}?t \‘l'%ﬁ?.ted by expensive process of
complete replant o

states with resistant types of coffee.
(5) The Cofffe Planter. The majority of planiers oame to
Kepya without previous a culturel experience, In gsneral,
these men aye how experienced and sffiaient and can be countes
B t0.give highly skilled care to the preparation of their
n& B and to the cultivation of their eatates.:

v!?% Costs of Production. The. costs of production of caffes

I 'havé’been steadlly reduced year by year, but there still. remain
" possibilities of further reductions both on the estate and in
ransport and marketing:o0osts.

Reduc tions in cdaks on #he estat
‘possibilities, b thqryoui 11ty of the
Meal y-bug bears " tion in 8 memorandum,/

4

‘neb be immediate
[pal oéntrol of
is a subject

|
which is now being Yely ‘Jursued by the nt of Agri-
oulture, If suseesy ih aonfeved in this direot 3 the annual
saving to the industry $e estimated to amount %o £20,000 per

annum.

™.
The poasibix;t‘g of #it‘qduo:l.ng transport oosts has recently
been evidenoced by the reductions in railway rates and the indus-
try is now aotively pursuing the ‘possibility of seairing reduc-
teons in lz/gight rates from the shipping companies. '
L0 nﬁiﬁﬁu ban be n‘-ﬁod to yiteld 1 * orops ia
the future than in the past, on account ,,,ggn%*
expactation of more normal rainfall, on sdeeunt of control of
disease apd finally on aoccount of the better ing prectioes

and the greater experience of the planterd . Larger

orops and better yields per aere will tring a \ 8 ‘consi-
derable reduotion in ths costs of prodwtion. T

b AL
To summarise, the prospects of the recovery of the



industry lie in the potentia] production or fncrsaesd cropa,
the consequent reduotion in costs of production Aand in the well
founded expectation that the avarage prics realised for ths
industry's Crop will be highsr ag & Issult «“ the production
of better quality coffees,

These prospects are not romo te, $hé more badly an aree.

has been affected by drought, the greater will be the 4 it
the recovery, and the Coffee Boarg Tinds itself compli ‘ ] "
fied in putt{ng forward proposals which will enable B s Who"
are now heavily indebted to benefit by the raooveny‘,ihig‘h‘ oan .80

oconfidently be expected, -1

]
SEUT.[O! IV, SUGGES :
21 TION N

5 o The o e °sf“
the Céh.o‘iy’%s g}‘ﬂ‘c ian

d ! The present indebtedness or tphe industry is forecing
estates to unwise economl es. and unless relief is afforded quickly,
8states ,whioh otherwise souldd Tecover, will through lack of
adequate oultivation lose their potentia) velue to the detriment
of all interests,

an iiaana;ically sound coffes industry to
tlympparent to Tequire no elsboration.

The four éreat ﬁe'éda of the industry are as follows :-

P A financial resgite in which to.recover from the
comb ined erfeotg r.price falls and droughts,
2e The provision of phort-term finanos on a sound
basis, " Lo "
ey B Assistance to gompletie. the development of estates
whioh abe not ye t.ecomomi o uni tg,
‘4, Lahd Rent revisiom ig certain areas.
¥ It is believed that in all rour directions, assistance

can be arforded withont undue risk to g vernment and wi thout ‘up-
setting the credit or: the industry.

(1) 4 Conoiliation Board,

%0 a number of planters who are
or in a positidn of insecurity.

i It 1s suggested that’ there should be taby
nttlx'ii .gonoiliaticm Board for the purpose of'!

L] %ﬂo » glther temporary or permanent, between (@

orgtitors, )

%

Upon application by either party, the Conciliation

Board should meet debtor and credi tors and attempt to arrive,
by agreement between rarties, at a Treasonable oomposition,

It must ve made 8sible to event Possibly by stay
order, any action being uf:n by orodimnrfor to nnx DA -
tion of the case and'an ‘attempt at compos ftion by the Con ?u
Board. . gp”; X4 would obtain and would 2 able to pre :
ore S aml 'to debtor a oampletely fair a unbiassed opinion i
and ‘there would seem to be little doubt but that it would achieve'
at léast a percentage of success in arriving at amicable settle -
mentg,

In the interests or sécured oreditors thamselves, it
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would aeppear desirable to effect some conposit lon as betwsen

® various classes of ereditors 'inter se' for the inequitable
position has been reached today when unsecured creditors are
obtaining priority fop'payment of their debts by reason of their
ability to have recourse to the Courts at the expense of the
8eoured creditors, who are unable to onrga?the ir right without
oonsiderabls cost to $heuselyes or d amage™ ;k‘}p_nir seourity.

A 28 of oreditors u:qguﬂd,nnd unsecured,
&re today being- amelyLenteht with their debtors; but such
leniency 18 too orte;p/i#ﬂ of day 1o day arrangemeht. = The | -
Planter has no security/of’ '8, and a)lthough he may be,lenjert-
ly treated by oreflitoys, his urge is to saorifice the proper oul-
tivation of hig .e8tate ragher'than to run the risk of failing to
meet his commt tents’, “ogmposition arranged fqr a definite
period .of time would give an aseurance of continued tenure and
would thus enable the plagter to devote mll energies to the. proper
maintenance of hie es tate, !

Such proper maintenance is vital in the interest of
oreditors as well as of debtors.

It is believed that the Coneciligtion Board oould arrange
oompositions equitable to all rarties,oould constitute itself as

“trustee of the estate during an agreed period and- thus provide

for the debtor the qertainty of being able to continue his 1
operations for a specified period, and provide for the oreditors
the certainty of a fair and dust share in any profits resulting
£rom such farming Cperdations.

B The 'manngement apd the finance of estates, the subject
of oomposition, should be supervised by the Trustee or an approved

agent,

The position of eoffes planters ig-such that immediate
relief is of vitael importance, and unlesa relier in sgme ghape
0¥ fom i3 provided, estatés are likely to deteriorate to the

tinate detpiment of a1l oreditora..~ A Congiliatian Bogrd, /
oonstituted ‘OR the lines above indicated, might noy be able to

"find mays of, relieving all planters, byt that showld not preclisde

‘Indebtedness Committee Aoes int nscesgarily i,
(-3

il

1 13 ’
w‘ﬁ:m“l‘l lr )

an adtempt being made, ®ithout dalay, remedy the pasit ongoﬁ
others. A PR R J 8 P

The acosptancs of 'this slggestion by t

the ‘consideration of other apd wider foms of' is tanoe . Hut

it does provide the opportunl ty Gf assisting m ‘%-
diate relief to.a number Of planters,  The adogtion ‘this
suggestion further provides {l;e oprortunity of~ ng ‘accurate
and detailed informetion as [to the indebtedness of agrioulture

in the Colony. Tt is sug aftsd that the infomation so obtained
is likely to be far more oéu';ate and far more valuable than any
that is likely to be secured by the hearing of‘bvida‘nce or by any
other means, and even: in its failures, it is considgred that a
Concili,itiqn Board such'as has been outlined would ke gaining

va luable <1urcmation»‘\mich ®ill lead ;to a far clparer view of

She positiqn and which would be bf assistdnae to tihg Agrioul tupel
Indebtedngss Gdmmittes.

't reqol 1% 1s found that the Conciliation Board fails to P
.8ffect reasonable compositions, the detailed infommation. whioh ,«

it will gain, even in its failures, will form invaluabl e evidence
upon which the Committee on Agricultural Indebtedness can base
its final oonc lusions,

The Conciliation Board, if formed, should bear in mind
that, as far as the coffee industry is concerned, the main need
is a breathing space in which to adjust 1tgelf te ohanged copn-
ditions, in which to recover fram drought seasons and in which
to ocmpiete its davelopment.,

¥

)
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Compositions could be varied vo meet individual caeses.
Hard and rast rules or principles should te reduced to a minimum ,
88 1t 18 believed that experience alone will snable the Board
to discover what types of composition %111 remedy the pcsition
of debtors and at the same time prove accep table to creditors.

The Coffee Board urges the COmmt;t;;on Agricultu
Indebtedness to give this suggestion, whion- Ofm ed partf:i v,
evidence given by the Chs irman of the Coffee "dwnﬁ oy §
October, the most serious and speedy consideration. TIn & grest
aumber of cases arrangements for the financing of estates D[
the next year are p«n:u.:‘:gx and 1t 1s certain tha'ty, 1f compomt.

tion between oreditors ah sbtors ocan‘be aahieve&, the poggi-.
bilities of arranging seasonal finsnce in these cases will'be
‘ \

mé%.!&s_m_,,>

1 TR i :
’ This memorandum bais’ already whown that 8 verylarge |
Dpypportion of the indxﬁtry i3 dependent upen and can t;j’uo'pgmua
0 exist without seasonal fighnoe, P (O 1 P

’ j g8 (L) b
i Until(the yeam 1923 or 1924 the borrowing’ of guygn;‘l
n}ﬂ ,Plaate:
Lot

%

F¥dits was not ‘made unduly easy, but from 1925 onwdrds i

\ re sno‘ow‘gﬁg‘l’gy ‘merchante and’ by banks to boré.','?! % ll%gn
b, of their oredit, and far too TAny plantsrs took edvamtage of
'the' easy money which was avaflable, borrowsd to the 7 t t :‘?ry

ton of boffes produced and had only too fraQuently spent
prorfi ts htfmjo}’-the,ix Crops were actually sold. .

g wagt o Y »-“1: e 3 ;i\‘“ ‘.’ ol g g

! L Ont1d abput 1024, Dlanters very seldom required any
i\ finance before thy"gotual harvest or their ox:o¥ } finance againat
PN actoal orbp,m;}h@vd‘buu oommon, but finange in anticipation or
mmon,, S (A

crop was ynbo:

it

'The easy money and the urge to complete development
‘sombined from 1985 enwards to induce planteps to_spend the sntire
Proogeds. of a season's orop without putting by any reserves for
" £0llowing season, and, as a result, the system of anti¢ipa-,
tory advances grew until a large propartion;: of the industry wag
regularly drawirg upon merchant houses for the fimance of estates
several months prior to harvest, )

Merchants Were repaid thelr agvencea ang plapters’
were s01d, oongotit ion as hetwegn merchangs ipcreased ang,
whic

antioipa ti:
The Oémr i
and p SIS Were encouraged by business men ta-/adopt practices

. D
which 80 ‘sound business Would ever have contemplated in its own
“TipAnoes Once the cycle had been started it beoame almost im-

isible to stag. The state of affairs as betweer merchant and
ter became Tuly dheotic, but this state of affairs was so
praland the praatice so widespread, that to planters who were
ROt Dusiness men this wild and unsound method of finance appeared
entirely normaj am a very great number of the Planters in Kenya
today have never known any saner Practice.

The merchants, having permitted the cycle to start,
found themselves powerless to put an end to 1t without causing




Even sound estates ere thus bsing financed on the
following lines ;- Merchants in January bsgin the finance of
an estate, usually upon an agreed soale which supplies the
pPlanter with his own estimated requirements andg upon a scals
whi ch frequently bears little relation to any crop estimate ;

& advances continue through the year and it is not until May or
June, after five or six months of financing, that any reasonable
Or accurate estimate or Crop can be made. Crop may start har-
vesting in May or June , and possibly a month l&ter sales of early
pickings are effected which start the repayment nf January ad- -
vances, but in general the bulk of the OIop 1s not picked until
November and is not 9014 until same time lafer in the following
year. Therefore, at the end Of any year planter and merchant
are in the following respective positions :-

The planter is O®ing to the marchaunt the cosi of a’y A
running of his estate. . The merchant 48 holding the crop, the
rogult of that yeapts working. - The greater proportion of the:
Orop ig #till unsold mnd it is thersfore necessary to estimste -
the selling value of thet¥orop, in order to estimate the position |
of the two partieg, Taking Ehe case of @& gound estate, 1t may KV
bs assumed that op #stimate the acceunte ars lavel or show a
balasice in favour 6f the p nter - a balance, however, which is
only éstimated and’ cannot ® oonverted intc ¢ash until coffee is
s0}d, possibly several mogths later.

After estimati the value of coffree prior to sale,and
thereby eatigtins the Position of the two parties, arrangements
for the roll¥wing 8eason's finance have to be made.. The planter
estimates the quantity agd quality of g gfop which is to be har-
vésted many months ahead, and in many ceses before the main
flowering has taken Place, harvested provided only that rains
are adequate, and that pest, disease or elimate do not affect
the position, The merchant estimates the wvajue of an estimated
orop which will be s0ld in from twelve to eijitean months' time,

Upon this basis arrangements for th@ next season's
finance are arrived at, and it isg suggested By the Coffee Board
. that'a lems satisfactory basis for ai] parti®s concerned would
be extremely difficult to evolve.

,Had merchants ang planters combined to make the crop
Tinancial yes » 1t 18 confidently believed that the

o rhies would today be iInfinitely better. Crop
from district tn district, but the main
Owing areas of the Colony would find satis-
\ dng the/lst June.

| ke

iblp to make reasonable es tima tes
Ny sekson of the year is over,

0 Aoady or nes ady for harvest] main orep is on
ees in' the fom : :‘ / : every point of
the principal dangers o ,0YOp loss are past.

\ 1

t:abv:msn ?:do’ i: J'un: d‘;rm,f‘fi ! tto‘xovonber‘ o;n b;
) repa A .part at ] byt 1 roceeds of sale
| o¥op and -at. {ho‘ 8nd of December : h;mh{ion”bt planter
is that the planter owes a proportins only of the

[ ;months' running of the ed'tate 4nd that the merchant
. S the | w@TOP 1O1 8%, Finance as betwsen January and
June is therefore pPossible against actua) proceeds of sale or by
means of advances against erop which 1is in the process of being
marketed, The only estimates necessary are estimated values of
crop which is on or about to be put on the ma rke t,

!otho end of May the exact position of both parties

in respect to the year's work is known, and further, 1t isg
again poasible to gauge -M&'mraoy the proespects of the follow-
ing seasam, i d

h_—
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It reguires 1o -furgher eletoration to show that satisfactary

“
finanoing 6f étates 1s far more possible if the OTOD year and
the financial yea¥ are the sams,

The main difficulty that today canfronts the industry
in relation to its seasonal Tinance ig therefore to find a way
of dbridging the €ap which exists be tween the time at which ad-
vances are accustomed to start ang the timg at which they should
start. This gap is the key to the ¥hole poeition and crop
Tinance will never he o @ sonnd basis until it hasg been bridged.

4 return to more normal seasons with the resultant .
inoreased preduction will énable the more fortunate planters in
the oo‘ﬁn".’“ £ time to ‘a
without €8sistance, but in the me jority ot Otzes, if finande

85 on the present bagis ‘the,"pepa‘tion will be unchanged
by Jamuary 1937 and neither plantems o
better off, :

T financiers will be any

The industry as a whole would benerit tremendously if
this gap could be bridgea immsdiately, and the erfec: would be to
Place the seasonal finance of coffee on a sounder basis than has
been the case for vVery many years.

J It is therefore suggested, ac meriting the mest serious
oconsideration, that arrangements be made by Government to provide
finance for this five month period, and that where ver possible,
such 16ans should be on a long term basis, - @ *

. The amounts of such- loans to individuals would be com-
paratively » and by arrangement and agreement with mor tgagees
it should be possible for adegquate security to be provided without
Pre judioce to other interests,

The following fisures will serve ag a rough éuide as to
the total finance required and as to the loans likely to be required
by individual estates,

It bas besn shown in Seotion 1 of this memorandum that
in the season 1934/35 a sum of £60,598 had been advanced ‘between
lst Jenuary and 30 June, 193¢, againat 87,86 of the crep. 1In
other words, this means that advances had been made at the rate
of approximately 214,000 per month for the first six months of
the year, ! 2 i
The pumber of planters t@, whom sueh aegapeu,r d been
made in 1934 totalled 194, or thisee, 108 ‘were maY]l pr ucers
whose average annual Crop was under twelve tons and whose dhwinsa \
had in the main been correspondingly small. The remaining 76 b
planters were producers of average annual crops of over 25 tons
and with a tota)l average annua’l production of some 3,800 tons.

These 76 planters on 30th June, 1934, owed to their

s or bankers a total sum u‘u“jiloe' but of this sum
£118. 88 8aocounted for by shortf ls carried forward from the

1 :% on and by oren of the previous season whi ch was “then
attll'unpold. It is therefore to be soen that to these planters
the sums’ actually advancead against 1934/35 crop totalled only
£33,470, An averagé figure or about £440 per Planter and of less
than £9 per ton of the average total production,

On 'the same basis, the total drawn by the 108 smal)
producers was £27,139, The average amount drawn by each of the
smaller producers ampunted to approximately £250, but the total
ayerage annual production ¥as only some 800 tons and the average
amount advanced per tom WaS Oover £33, Thege eatates, however,
generally apsaking are only in the egrly stages of production
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and the orop for their next season (1934/35) was estimated at over
1,180 tons, ’

Detailed r!.fures showing the position or eash indivi-
dual planter are in the hands of the Chaiman and Seore tary ot

the Agricultural Indebtedness Committes, but it will not be amiss

again to draw attention to the faot that t these average rigures
do no more than Present a general Picture.

n t).'n year 1934 a total sum
Ping the first six months

his finanoe can be made avlil’iblv :
[firet five months of the year o
8, & most important step will
! shment of a sound system of o |
™ during this pariod should be restridted to th
nAmum necessary for proper cultivatioh and
of estates, and the body Tespansible for t;hd/
the loans, should arrange for cx petent 8 Upervi
faming tnd adcounts over all estates to 'hiqh'

It 8ppears possible that, in & numb §
camposition with oreditors wili be necessary Ve rilohr
sept

43 Are.sugkested can be made i 1if this proves A
it 4n ous that Cnnciliation Board and the
l

2& VOur to ‘wofk in olose oo-opezauod “dn order f gvoia
tny- .1 on of supervision. \ Wi S P

At the end of May, 1936, 1t -should
sstimate with Teasonable adcuracy the pf os peq

{ tho coming semson, The finance’ Q‘OP
§ua present 1ittle di ffipulty, but‘p x view
. wh

e possible to- -,
of eath ;ﬂ;gte

AW O the neocssity’”
oh ‘will“st{gl .exist for Bupe rvision’ o li e¢ment and/fin HP”
it i balie th'pt ﬂ: -oua be advants ghous; %9 the nooutxv;n’“ i

Bou;a, as 1_ 33 He eaiky season 1o
; Ble“to oredi tors. s

&u‘i‘mng or the 'ﬂho utive,
‘nuy finknoe req iia nt )

1-. to dontiuua,
porviuio

|, t0 the Conci-~
3"t0 debtors 1f 1t

Bdard to dontinue  to ProFide
of joxdn, ‘and at the semA’
PANge ifor the necessa

- h s
1f tl!p- suggestion can be adoptod 4t ahould: Alalﬂ. to,
%e the general costs of administration gm will ocerta y
th. 008ts tq the plantér or the' necessary qupemﬁ

b This brings the argument to the point w e ntlo
..,WQ of ‘'the ach

ame for short-term crap noe,

J T donsideration and investigation bry
4y And in this connec tion reference should be to'
'Beport of the Coffese Board -41935 (pages: ‘30

to 158). The ngsition uth thla s0hems. m'
be summarised as rq.uon i-

The Coffee conroreme of 1935 1us gw_m‘dpn-“
IOa.rd to eontinus negotiations for .

anos, owing to;‘the o8 ax ;‘ oy ot

r:mneo through z'onggk co. * Bl gr with the
m* ndus try por with the Co of Kenyn nd also owing to
the desire for an altemative source of tinance entirely un-
oonnected with the marketing of the erop.
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% The scheme as piese&ted to Conference was not intended
as im any way & solution %o & problem of Agricultural Indebt-
edness, and simply outlined a souna method of orop finance,whioh
owever involved the mssumption of a joint ang several liability
on the part of .all coffee planters, in that a 1iability would

& exist to contribute to an export tax to secure Goverrment in
the event of any default,

The assumption of such liability by

only be contemplated J the greatest po
yrqr»ruu :;ﬁh 18" Board' g 99 ti0R!

ﬁxt,m ﬂ”g 6 Of ‘antiet

oo,

pc ipge

: o ¥ ‘ .
and ¢ nt Visiting Agent and 1t was fupthen oodtemplated By
Bo ‘;Lt, to safeguard the interests of those planters w

assume a liability, regular -Cn’rvuum would be n“ﬂv'”"(&\?%“
{ phR d A 7 e b

It had always bean the hope of the Coffes'Board that/
funds obtained under this soheme would be administered by tha ' .
Land Bank,

Ths Coffee Conronmg regquested that the Coffee ‘Board
should prepare a fully dstailed ‘sclame and submit the sams to
Planters by referendum. As the Board made it very olsar at
Confersnoe that finance offared under -1 ta\proposals would only
be.available at the beginping of the orop year - "when the -
blossom has set and the bean hagswelled su lciently. to make a
reliable pstimate pouign" no such referendum has Yot been
5 has been exploring means whareby

the assumption of a Joint and several liability b; planters who
Bake 10 use of, the finence oan be avo: d.  The formatien of %
'the Agrioulturel Indebtedness Committee Nas also given rise to
“the hope that the gap pericd between January and the beginning
of the orop year may be bridged,

., A further difrigulty whigh also appeared neoessary to
oome is the Ob jeotion by merch@nte , who are today finmmc ing

rovision of alternative fimance ih antieipatign of orop
Sz, strongly tb the provision by the Coffee Board of finance

88, This merchant

esgential anl legltimate part of ‘their bus’

a A8 upderstandable and 881 hRs s qn Justification,
E‘;‘ i %‘1:2 pt‘ﬁv ¥ hza(}o R.hna obje otions
CER R & divieion of ®'np bet g8 and the Boardq
) vt “Anoreae/the cos ¥ or thy stration of the
'sl %  The centage costs fministra tion
of #ny suc 'finapoe se hedté mus ¢ vary in/ ratio to the

total mmount of money loaned, and the ' , sum
handled, the' lower will be the y(vercsht of ‘mdministration,

In conneetion with supervisary vis%tt' tb l;of‘tee estates,
1t will be as well to note at this stage tha

/)

-35.3 harvested orop, as they contend that sush rinAncs 4y an S
+;

the 00sts of super-

X

t of the orep. “Theae msrohants, whilst making ne objeotions

A

e
i
&
&

vision are considerably inoreased if spedial uuﬁ‘ and consequent

travelling expenses are incurred in eaoh case and tiat the \mts
oan be’ coneiderably rediced by a ifor 8roups of estates
in the same district t6 be visited during the same tours  The
Bxeoutive Board and Oonoiliation Board in joint control 6f suoh
Supervision should be able to make economio arrangements with

a minimum of diffioulty.

For these reasons the Coffee Board would be Prepared
%0 withdraw its own prgpm),g for ‘the provision of alternative
seasonel finance, if { o080 be assured that ke, provigion of
such finance is under serious oons ideration by (overmssnt .

This seotion of the memorandum has now dealt with the
general aspecdts of soasond oredits, but it is 8t111 necesgsary




' (A‘. » L “ iy et
’ nto-dsal with the position of a mumber of plantérs who are likely
3 #, 7 te.find themsely#s witholt' means OF financing their estates in -
7 Jsnuary next. * The necessity for-finding g solutiod to this

@  'problem is vital and immediates . B
Merghant firms who have hitherto sncouraged premature
¢ financing have at last realised the unsoundness of this prooedure
‘ant the dmpameibility of contipuipg on ¥he present basis., A
number Of planters have already-been .fiotified by the .merclaxts
that no Finance will be forthooming in’January, 1936, These
plantersy in most cages, will, in June 1936, with their 1936/37

D in ht, be @ sound .proposition for finance, but it is te
e Amp ﬂ.fale to advange on the 1936/37: orop in January, 19365
L thess pianters can secure money to oM¥Ty them over the gap: - .
;e? q“mp:.l"to Jupey there avery Fesson to hope t in June
1088t will be pobslble to make“the necsssary advanses on the.
1936/37 orop. ! : A g,

iss, i faipriy, ©

s The estates which are being drdpped by the:merchant
firms are not nscessaril hgoluqu dnyolved, but it can only
be discoversd dy an .m{nt on ‘of' individual cases to what
extent thesg estates are worth sssisting in the bridging of the
gap ;ben‘unii‘gnwy and June, but it may be assumed that some
wilk be worthy of assistanos over this ‘gap. Once Juns, 1936,
is reached emoh #state becomes a matter for oonsideration in
the light of actual orop in sight for the 1936/37 season.

If it is agreed that suitable estates should be essisted
over the gap from Jejuary to June and if it is found impossible
to arrange for the provision of seourity for loans on a long
term basis, it is sted that in these special cases it will
be adviubio jo continue finance on the basis of orop and chatteis
mort ssowrity. It is not believed that more than some 25
estates will £ind themselves without finance,: and assuming that

hy of assistance, it is to be seen from the figures
above given that the total sum involved would amount only to an
average of s ' £400 per estate at the maximum, or a total sum

in respect of 25 estates or £10,000. for the five month period.

(3) 1stance to oomplete the Devalo t of Estates
ch are no 800 (] Se

The returns to the Coffee Board questionnaire of June ,

1984, reveal the following figures in meslation to estates in
. oategories £, F, and G :-
¥

Total Avge.Arss ngo.mm

Area of Coffee duction tional area

Cate~ No.of under per per farm suited to
8ory. Estates Coffee. farm, Tons Coffee per
§ category )
. B 134 14,087 105 11 22,316
ri ﬁ' ,pf;/\;’ e 1@ 1 5 ~ g"OSO
& 135 U e RN 163854
TOTAL 337 25,861 75 6 48,550

These figures are in themselves sufficient to show
that the ma jority of estates in these categori are not yeot

developed to a stage which will ensble them to face the future
as economic units.

A number of estates in the above ocategories are situatec
in up-oountry distriocts and coffee plant in some cages is only

one ral fam activities, The remarks to follow do not
m&%ulvu 11} these oases, but Y with those estates

i
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which are suited for the pPlanting of coffee alone,

The Coffee Board is of opinion that a coffee estate
requires from 150 to 200 acres under coffee befors it can be
considered as a truly economic unit. The goreage required

riea from q :to

achieve economic maintenance and cultivati
to dlutrlot And 1t s

of cdurse
tonal aoreaga

{t

’; w‘z&*’

eng:leavour
funds for

\ ‘ﬁufﬁma ;
lhohtd be nada to g;ﬂodm the pro
the ‘Land and Agricultural Bank of

(4) Land Rent Revision. /




(4 Land Rent Revision.,

A measure or assistance Peécullar to estates situated
in districts where the proportion of arable land to total acreage
1s small would be a revision of Land Rents by Government. -

The main ocoffse Browing areas of the Colony have a high
proportion of their total Boreage suited to coffee and the bur
of

ANd, Tents 1s not exoessive, but it will ba;‘ealiheq that e S

estates which requirs a total ‘area of 2,000 s¢ 8 %0, proyvide: B

30Pe8 of ocoffee land, the burden of. rent charges. s very hiah

lnqu. Thees up~gountry areas are already 1ged with a dumber !

of other disadvanti #s, and the\ Coffee’ Board . urges’.\that the
T

; .\ tha ¢
ap#estion of Land Rents in thase areas ‘8hould be ﬁM m
viow teo reduscing remts to & figure which tha land

for THE COFFEE BOARD OF KENYA.

(s4.) RiSJWOLLEN.
) CHATRMAN, '

[ E Y
. 7

& ity




APPENDIX to Memorandum

on Agricultural Indebtedness .

THE COFFEE BOARD OF KENVA.

NOTES ON
MORTGAGR: EMMSTAM_ .

- .'-pm_',,,: e <
"Wy Ty

PRI —

7 do
¥ ¥

¢ X

. &
’ following no .‘gm,{tﬁ. bi‘ 'g‘;.m ‘
in .ngaoﬂmmgt‘az the MortgaM; limt';&
5 A A0 AR Ay AN i il b b (0
R Uhﬂ"»ﬁhe headin; g i.l Mortgage Principle” ars d :
- ipaluded dob'q;t\tr- xq;,m?& ‘@ % e w}
Y 7 K sl i

e

e ! At g ARR s
‘ (28) In e number of cases, equ‘tﬁ’gniu money under the
© he#ding "Other Principle Commitments secured on title desds oy
- seourity other than crop" have no advances from e%::lu,  and
these 8, although not secured on crop, are ao 1y floating .
overdrafts which are reduced upon reuliea%ion Oof orop, ‘The
amounts under this heading are owed to Banks and Agents,

(3) Of the 379 estates included in the Mortgage Summary
: Statement, 26 have no mortgage and no debt to Banks, Of the
©~ " balance of 353 estates, 50 have Bank overdrafts only and no
other -otmmi tmen ts. : " .
- Siae ¢ 1 LS

= N i

& Y
bt/ The danger of basing calculations &ao much on average
figures is evidenced by the following indi¥dual statements : -

Ex C}gl 3 - Category A,

e Per Ton Fer Ton
Ref. Mortgage Inter- Commitment Next Crop  Commitment
Principle. eat. oninterest Estimated. onlnterest

Charges, Charges.
207 £27,000 21,745 £5.,0 475 tons £3.7
286 41,148 907 5.4 245 tons 3.8
s

In the case of reference 226, a moratoitum already
exists in respect of £24,000 of ths mortgagcugrinciplo and’ the
es tate poumq_‘s & further 2,000 acres of land ‘suitable for coffee.

The fdllowi,ng further 1ndividual statement from other
olasses will also evidence, the great variation whioh exists and
the necessity for examining every :ndividual case -

Class 2,

T T Psr fon
Cate=- Mortgage Interest. Commitment
gory. Prineiple, on Interest

o Charges.
A £8,000 £480 £8.8
B ) 21,250 1,100 16.4
) 18,000 1,440 25.6
C 35,000 8,450 49.0
p ! 15,000 1,200 40.0
) 500 30 1.8
E 10,000 800 35.5

*———“M,.M,, S ——
R S
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APPRNDIX % Momofhndun P
on Agricultural Indebtoglg. e 2,

The great¥r number or estates in categories E, F,
and G are situated in Up. sountry districte: Of the 121 farms
in these categories in Class 2, only 18 ere =itumted in dis~-
tricts to the Rast of tha Rife Valiey. ’

The total number of estates in categories B, F, and
G in the four classes included in the Mort 8 ry Statement
is 289.  The total aoreage under coffee ig fe,oo‘ 'y O an averags
ar 79 asras Per estate.y, ! L

h,t;; ownera of these ostates advise that they possess
an additional 37,362 4ores of lend suitable for ooffes, it is
avident that ‘Plantings are a long way from ocdmpleted. Of the
18,098 aores under coffee, 6,287 sores are as yet not fully pro-
duotivo, 3,020 acres aye 8til) under three years o0ld, and a
further S.iOB a0res are between the 8ge of three and six years.

. The estates in thess categories are therefore st111
in the sarly stages of development.

e e ® § e [,

Nairoby,
25th November, 1935,
RSW/YW,




APRENDIX to lmmda %n
Agricultural Indebte

THE

COFFEE g

i Average m—““—~—’-'*~* o R e
.‘.: : | Total ' pro . Principle in- Prinepl.
v g  No. f'Acreage | duction Total Interest Avge. Commitments terest Commi t-
- * Class, Cate~ | of under | Seasons Mortgage Payable Rate securd. on  Calcu- Total Total ment
goTry. | Est- | Coffee i 1931/32 Prin- as at aprox. titls deeds lated Prineiple jurers-t per
ates. as at | 1932/33 ciple. 30/6/34 & or securi ty: at acre
. {‘ 30/6/34 | 1933/34 other than 6% under
! ; Acres 'r Tons :' . v ————— “EL — g
A 6 ’ 1,881 | a7 1,300 11,307 e . 48 -
' B 5 1,425 | 311 53,000 7,00 483 60,050 4,148
‘¢, 12 | 2,760 | 508 57,300 10, 255 615 «87,555 4,523
D 35 } 84384 | 857 74,387 6,77 1,607 101,162 7,109
BRI 48 4,222 1] 4213 61,936 B, 2350 1,430 85,772 5,597
! § 8 | 2,089 147 47 522 o7 2 54,247 3,692
a 50 | 2,173 s ,04( 3 74,078 5,452
{ | —_—
3 455,47} 51,152
77,414 ,348
24,055 76\)
49,123 3 ,861
84,061 6.024 18.19
43,273 2,624 17.52
13,880 852 21.39
15,734 1,179 20.65
905 307,540 ' 19,653 18. 27
By, a0 2,962 9,011 941 48,811 3,503 43.46
75911 586 7. 12,0758 ga5 19,987 1,291 32.18
0,885 2,331 7 - - 30,820 2,331 20.13
69,950 9,004 2o 4,261 56 74,216 5,260 24,36
35, 30], 3,152 6. 2,990 17¢ 49,291 3,311 ' 19.37
10,994 773 7 800 36 11,594 809 21.83
9,610 95 7 405 4 10,015 719 22.86
— i T e SV S . S ——
1,323 21¢, ! 15 46 ol 29,843 1,761 244,739 17,224 22.68
= oy T B, 78 i Dt
] \ |
Bl ‘. ', !
| 750 ! y 78 16,000 1,140 7. 2,400 150 18, 500 1,290 24.87
i 360 55 10,550 750 r - - 10,550 750 29,30
/ 775 114 30,128 2,180 242 - - 30,128 2,180 38.87
" y - L 2 T
1,748 239 43,000 ,956 6.9 8,500 510 51, 500 3,466 29,63
1,337 126 41,485 5,048 1.3 12,175 230 53,660 3,778 40.13
265 { 13 24,500 1,365 4 5,5 12z 7 ‘24,622 372 92.91
i 839 2] 15,400 1,178 7.7 - - 15,400 1,178 24.10
9,864 L 648 181,065 | 12,417 7.0 123,297 1,397 204,35 14,014 3.ey
— T e 1900 14,004 mied
f
1'£70, 241 649% 1£196,718 £11,802 #1,212,110 £82,042 £22.28

.‘airobi |
25th Novemte, »

OARD o ®
——t Y F

MORTGAGE SUMMARY S TATEMENT .
B T

K&NYa.

e,
Interest ¢ it- Total
Commit- ment Indg
ment | pet tam W%:‘}-r
per
acre Aver 4“'
unde:r.'I ‘Pgd i

int.
Commni -~
Y lpent 4

1.07  al7g
1.33 21.30
1.55 39 .30
L.17 a3 1C,764 4.02
L.8A , 70 PeF4
2.09 700 B.43
1.52 1,079 6,32
Le22 ,0968 £ .94
1.30 ,725 €.61
1.52 406 11.28
1.64 351 31.91
1.50 13.0» 8,56, 6.4
1,72 16,54 648 *.56
2.08 1'5.64 369 6.71
2.81 19,12 1,054 J.24
1.99 14.50 1,803 755
Z.82 29.98 1,876 14,90
5.16 105,54 862 66.31
1.84 56.09 539 25.66
2. 39 21.66 7,153 11.0y
£1.28 £9.81 p4: ,486 .76
S ~*:.:?‘;~_—,;‘:
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S G. Tomlinson
Sir.C. Bottomley.
Sir J. Shuckburgh
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B/zm/'/”/f_‘ﬁ'-’—'« e DT T ' A
THE COFFEE BOARD OF KENyA

HC H.‘.lﬂ_ll‘\_ A.C.A; London Rnpr-u,nrqgfn

TELEPHONE s e 5 \7 R e ‘ ) sl
" WHitehall 5703 GRAND BUILDINGS.
'@ caoies TRNFALGAR‘SQUARE
Cofboard Lunuon _ LONDON.  W.c.2
{ ) i S a5
AR A &
: ‘ “ L Manday,
16th Bﬂc'ﬁﬂet,
el { 1985, it
PERSONAL.
G.L.M.Clauson,F:q.,C.l.G.,O.*.F., : d
Colonial Office,
Downing street, S.N.1.
M car Clauson,
I hojr e tele Lo Lend you a
- Copy of' the rinancial Memuraraunm YOu have inst retupped

with your Vely intere ting remarcks,

1 agree ip princi i with all that
JOU wWrite put I perscnally feel that in t,,. pre.ent state
of the Industr,; '; health drastic treatment or the situa-
tion is required and, although I agree thut great caution
should be observea in any steps taken, a "safety firgtn
policy cannot get the Industry on &9& S lvet, There ig
I think a precedent or two for inc @ flrarcial rlsk
from the Government's polnt of view. The .ur tig Industry
and the Tramp Steamer Industry both of wr,.p e in ver,
poor health have now ecn inoculnted witr Yovernme it MG,
with the hope of reviving them. Roth these are, I should
imagine, grave risks x'jmz«;iau“ BUt 1t J: wxpedion! that
these ipdustries should (.ot perish and ther. for. i 15k
is Justified.

I leel. that Kenyg's (otree Industr;
is & similar case anqg should recefve similar Lroatment, vith
Germany casting longing eyes on‘agy bits of Eust Af'rica she
can get hold of, 1t would be folly to allow Kensa to expire
gradually through the failure of her major industry,




L rather agree with ygg with ré&rd to the

—_— prices .of coffee; wut: surei ething can‘be dope
¥ e Nt the huge ﬁ%kﬁb%ﬁ‘ﬁfof 4 f»bbinqém)ade ‘between
(4 s aleriapd consuwer' in Ergllind. Ihe-Tétail pz‘iee.‘
2 ¥ ‘¢ofTee has no va),ﬁﬁﬁllklis&uced‘ 4. penny sinece the price |
‘ Yo ProduceRrs’fe11. 7 I know of coffee boughti'at 42/#per /
fgf«‘seg 4 ﬁl{ I?O/J,'to the retaileé: ¥ ‘then sel‘ll
R LoiB 1) o 00/ 4 /) 3 1% monstrous;but I 11y am at. a loss
8 Yo find'a remedy, The public @epm- to ugii‘tv on paying:
2/4 to 3/4"per ¥B. for their coffee ard will gg el ere \
‘ if a retaller reduces his prices ir the hope of selling i
é’ mare. Ty B ‘ s :

; |
s ; ) S R
| An Empire Coffee Marketing' Ccmpaﬁy‘_whidl\ #a A

incerporates the Imjorters and Brokers.is the solution :: e

\ 0 think. ‘The price can then be controlled, provided ‘the i '

TR import of Foreign coffses is also controlled. !

b, 3
g “

L e TN Yours ever, ¢ !
\ P iak ,
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Agricultural Industry Btabilization Act -

13 of agn3a /4

Debt AdJustment Act - N

and 16 of 19%, -
‘ ‘ rm.n-"n.u.r Acts - Nos.33 of lg}ﬂ 13 of 1934 and | LA
3 18 of 1935.

Moratorium Acts - Hos.57 of 1932 snd 22 of 1935,
. . |

Lk %

!\ (. | \ : 5 \ ‘ X
Mortgagors! and Purchasers' Relief Aet - No.% 19%

v

ONTARIO

Mortgagors' and Purchesers' Relief Act - No.35 of 192%,

_SUEENSLAND
Mortgagors® Relief Acts - Nos.6 of 1931 and 40 of 1932,

mmu

i
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Debt Adjustment ot - Ne.88 of 1934-35,
@ ) L%

s g
Farmers' issistance Act - Ro,48-0r 19% ot

‘M‘Mut Aots *&.}396 of 1951, tqi “’

v\ "H i
] * / -

’hnnn A-u-m. Aat - po.zf‘y of, 193:

T il e lm'w&t‘

rm,.-, m...m nmuut - §0.2200 of

ot napta'*u:nhqt Aei < No.26 or 1935
i A » » . \

| MoFteages-Extepsion Ordinence No.12 of 1934,
imul' Relief Asts - loa. 2 ox 1951, &1 of 1951, 4019
kR 60 ot’1937

a0t czoi

£y
4 Ty

w Dolnl Adjustment Acts - Nos.49 of 1954 of 1
43 of 195%,45 or 1988 ang 48 9?;

mmt-' Rights xomrusc; Acts - Neg.19 of 193 and




