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This paper i an attempt to describe nd nalyse SOL

of smallholder credit in Githunguri Division iambu Distrtcr. T'it
r a has been chosen bec u e of its long association with land tenure

reform, a factor which make it an ideal testing ground not only for t

assumptions on which farm credit policies h ve always been base'
but lso or evaluating the impact of such credit in agriculture.

Briefly stated therefore, the problem this paper seeks to in tl r t

is the theoretical foundations of small holder credit policy in Kenya, it'

historical develop eut, and finally the impact of that policy in a gtveu
area. This kinJ of study is useful because a part from the fact t at
. zrtculture is the m in tay of the nation's economy, the provI io 1

of credit to fin nee small-scale agriculture is part of the gover nt"
strategy for rural eveloprnent whose ltimate objective is to r is
the standard of living of the rural populati

Ch pter one attempts to formulate the tdeologt al assumpti 1~

o which the credit policy is founded.
The second chapter shows howthe abo e said assumptio 18 h v

influenced the growth ar d development of the poU ies that have result J.

In the implementation of any policy, there is usually a vi
gap between theory and practice. This is mostly due to the pro lems
that accompany and s metimes obstruct the implementation exercise.
In th third chapter an attempt has been made to identify some of tee
problems.

As it has proved im sible to touch 01 all aspects of cr it,
the paper has concentrated n those areas tnat are thought not to hav
b . n gi en adequate attention by the policy m ers and administrators.
As a result the areas covered are provision and supply of credit:
utilizati n and supervision, provision of extenst services, I an
repayments. It is also argued that a subsidized credit programme
for small-stale farmers can greatly enhance the impact of s a11-
holder credit in agricultural development.



D.

)

,...

() ?

f H I

UB 0



T

r i ultural Credit f ~J Cap 3.2 (re I
A .rtcultural Corpor tion Act, 1969;Cap ~.t3.
ere it Trade with T tive Ordinance ct, 1 0.1, 1903.
Credit to Afr icans (Control) rJinance: N. 67, 194
Cre it to Africans (Control) (epeal) rdinance, 19 0
Land' nd Agricultural BankOrdinance, 19 1

LIST OF TABLES

T ble:

1. Estimates of nnual Loans to Smull-Farmers, U71-7}
2. fJisbursements on A.F. C. Loans: Year Endin arch 1l)71.

. F. C. Planne velo ment~
Expen lture 1974-78 Plan.

. F. . n 11- c le Loan rtfoli
performance 1966/67 - 1972

S. Selected Comparative rates of it terest.

(Iv



ccatio: •.) .trhu 19qri )'ViSl n.

"'th <10' t lOi) farrocr s <1[' 'Neil as informal inrcr •iews an gel ru t

ouservations. Interviews v' re also co ~iucrcd \ 'i ,1 l' rtculturai ' fil .

,\I ,;It run ruri .l)ivisiOJ1) and Kinrnbu (.)istnc). The tnrervi ws ,V~li t', .

.ssi stant Acricl.litul"3.1 Ii'iccr'" at tne fa'! 1 WVE..~'. ] I.. cspe ",Hi\ ,It;( u,

ill rc inti n to tli .va) extcnsron , dvicc is rc..n ·CH,d. Agricultu ..:~ J. ;:'~ ,

orpoi atlo 0 ijr"'rs both at KIamb rat ell . tncc and 1'\'rrol.i I t.a tq •. ' -
r s we.re too iuterviewcd, and the COHlItJC ts on tu COl. mcrci •.1 I~l:!f·

r esulr ( from an Interview wit 1e-mployees ot the 10<:31bra ch 0' t .,

c nya COI~.lner cial Set/it' 'U Githungurf.

In addltio 1 dan I.3S.u e n drawn from other sources cape cia .J

bas i .of Illusrrattons, comoartons n em clu ions f C' UK:d ,.IT, ' Ii '-.

at vanced \. OJ. a C.I it: ,:i! con rncnt.

~.\ AT---

In hi. stu Iy on tile dy amtcs of tl e colontat lubour+sur 1 c
-xtraction process, van /. wancnberg writes that,

T. r.> developn ent of the r
could nly have been achie vcd over a

ported through the creation 1')1 u de -

devel ,1 cut in the i fr ican area ....

T1( (t nt a. L'iLI ctlon ) rt.c
''''C01 C( S (



; •.. c
r

t

t

v·f,

Y'".at

In

T ,'( tL'"

I·.

or- ...

)



(:;1-

For rthur 0 no th tlosocav or ogle of
or &.A;;:lUU

f it • "U"',LV~liO:lI.

meant

in th rro
r

t h hUttle.

above obje t e.

attempted to expound

It,

• naJlTJe c ee .•

t.

ho
seems t



funds are .£lCF'(c(l by the

fan; er s for such t nngs 9S t'lf'- rrcha se

of re cing vire it is ;'0::

aYI. cnt of iir It 1e '"r- r . . .. an ~ to tit a let~

the wa.ting or zero income per iod !etorc
cash err ps co ~e into bei '1.' ( f I ht •...is
addt ')

osepl r, stoff is a strong s ipporter of the "ne d creed". E' .ns

said t•. t,

...11all- old r s in developin count 4ies

fuc these s: n r blern: Credit taci.ittcs

res oect r:C y. is n
Fmpl.asts a dec J

L 1,1 'rnalele, " w r ld Dan repr- s nu ti (' h S rt till. positicn

s follows,

inputs. . . . -cau<"e at ti e size

in tra, Itions 1 agrtcolture ..... Increase:

c me

VC t ea'1 ~ Internal 1.'( sourc '~fJ • r

therefore arc m st in need of cr edit r.OI.

productior . It (

Tho e rho attack t11 "need cree tt theory do so for varto 'S

easo C'. Vo 01 thinks t at, "'1' e blatant nc t,' ere .

tate rents ar' 00 sed ass ntially on ar row ass; un nons abo t t I



1·s r s
t )

1- r

orretateu t

context tn

he

emphastze po3!9ibilUti

c

h y•

•

i

3
rn Ic ti

t t pu

ce. C ty , ere
11 ill t

f 11 ,



tra.Itttonal
lOCOl11lC fat r

come f

dl~~tin:cti·on

prouucnve
)

aPlPr()3C,tt.

r

statement b Hey
t h 1'V\.QtnlrY

t

cur t r in
t

ruc
00-1"'.'3.1 mm •



lYE srr

hi h ill effect iean t ho Id .1 t be cr it f· c Ittles
in al <enya's sm 11- ' le farmin reas,

Tt e ame views are expre sed by rthur Mosher. ho
n ke a fin . ti ctto tween the f acceler tor and fee lti' 1 f

There c n and ill be some growth 1 ricultural product! vity
henever all f the' s nt Is" pres nt, b t th them there

IJ be n e. The cas t jif~ re t lor • ccelerator • rf • h f th m
is iIfere t b n in' spensabl .

In short the m Il-scal farmer is not r, th e pries
It i this parti ul r that on ould i h to 'ffer stro gly

The enya Govern ent has c e out tr ngly i fay ur f

r r 1 velo ent tr tegy h t gives credit an 1m rta t role.
Th speer will be ex toed I the xt c er. Ho ever unli e

IlU1,tlLl:! a d th r s, a go ern nt m st go furth rand
ci .•..s J th n into r of action.

tc or progr me is then j dged or val ted
backgro d f aims nd objectives. F the Ke ya

v rnm r, share f d in th Se I 1 per 0 rica
i lis • 17 men contain a cl J- stat ment 0 social . nj

economt ide Is. It in a tram ark of hat is referr d to a

A. fric n octallsm the f. Ilowu ultimate goals are

hteved, narnel •

(i) political equ ltty
(ii) octal ju tic
(11i) urnan Igntty i eluding freedo

of c nscience,
(1) Fre fr nt, di ease n

exploitatio
(v) Equal 0 rtun "ties d
(vi) high nd gro lng r c pital income

qui bly Jistr ibut •
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1

T K: result was n at fan-nin ' activities < tirst in fie r I anus anc later

o in t Ie rest of the cc mtry beca ue almost wholly -

provided Dy tne Government and hence by intern tional monopoly

C'"oitaltarn. It is in fact the Ionu series of caution ' attempts to

incorp rate African a riculture into t1 e an it of i rtcrnational

capitalts ..m that forms the basis or our historical Investig tlon,

B.

The r vi sions of ...ecnon 26 J" the Land and Agric lturul

nk Ordina ce, 19':.'0, enabled advances to be made t 'nati ree'.

However the conditions laid down 'or ualification werc s onC:LOUS

t t no African could beco ne e i ible for a loan. ], a "native"

resided in a reserve. the local Native Council was required to giv ' its

consent. Stringent conditions v ere a Iso laid do vn s regards the

urposes for vhich loans could be rovided an the security tl at C.)! 1 l

e 0 ferec.
lit even the above obstacles not vithstanding, We coloni 1

Iicy was to deny Africans access to credit exec t under the • s

restrictive conditions. As e rly as 190u Corrin issioner F. iot had enact

the credit Trade With Natives (,rill ance5 Iirnttinz t Ie power to enter

into a contract of ' e of 'oods vith an African, unless t e val c or

tl e contract wa tw: hundred slulltnas or less, or otherwi o the conrract

d heel approved l y a District Ccmnnsstoner. In 1948, the Crecrit to

Icans trol) ord inar Ct;G was enacted limiting th amount of rr oney

L t could be advanced by a non- A 'rtcan to an Africa 1 to t '10 hundred

shillin s. The object of t e enactment wa said to be the protection

o so histtcate -II African. - ut as : r. ~ lathu 7 protested in t

L is ati ve Council ita 1 t te e fect of rustrating the efforts of t1e

African to et credit S, so much 80 that when Swy merton reported
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T e 0 1 tttee express d it 1.ki g 011 t Is natter a oUo
er, t erefore th t as land can only

be tak n as security in very Il iteJ cas ...,
the main securit T must be that of personal
char acter , For this reason we strongl '
reco )mend that a pad from the co-oper ri
S ieties, loans should be made only to
selected i dividuals who are kIlO n to e
good farmers and respon ib1e persons
and whose cre "ntials have be n carefully
ex;}mine at location and District level 9

(Emphasis added)
Follo vtng these recommendations short-term credit was ma-le
available to Africans in some areas of enya through the I fric 1

Land Developme t Board, ALDEV,10 in 1953. The loans were
provided on the basis of personal secu -ity and it is esttm red that
between 1948-1959, a total of 77,506 as lent to small-scale Ir ica

farmers in different parts of Kenyal.1 However, no long-term

1 DS were provided and in fact no full-fledged or consistent
policy of extending credit to Africans ap ared until R. J.
Swynnerto , Assistant Director of : griculture, made his
reco mendati ns in 195 . 12

The Swynnerton plan formed th next major step to r s "
clearly defined small-holder credit policy. The plan is important
in two ays. First it marked a kind of breakthr ugh in the attempt
to provide agricultural credit to fricans. Seco dly, the reco men :l-

tions f rmed the f undation of the small holder credit policy tl) t
perates in Kenya today.

S nnertons terms of reference did ot include th
fo iulatto of a ere it policy for African Areas. His was to finJ

ays an me ns



of e- r' a .ztnz ~frtca 1 agr ic ltur it t e light 0 t e t re: t t

se t t e settler security in tne High ands. He p

inv lved in a far wider inquiry that persisted the w le pe "i of

colonialism, namely, "How c uld Imperi Iism be made to work

in Kenya 7" In the circumstances Swynnerton recommendeJ la J

tenure refor programme whose c ntr 1 direction was the

granting of indivi ual titles to I nd, He elt that t e fut re f'rtcan

far er, must be provided ith such ecurity of tenure throu 1an

Indefeas ible title as will encour ag ~ him

to invest his labour and profits into the

d velopment of t is farm and as v i 1
en le h' t ffer it as securi aaain t

s
uc financia credits a

re.12
e may v isn t

But an in ividual tttle to land was not itself enough, for crucial to

the success of the land reform programme was the provtst 11 of

credit. Tne re rt sat in art.

If Mricans are to Jevelop thetr lar '

to their full tentt, 1 t. ey y ill require

much greater access to finance and

if they achieve titles to their lands in

economic units, much greater factlttte

should b made available for t'l m or

borrowing against the security t eir
land. 13

T is followed u n the finding of wynnert nth. t in t ie p st J' ••••••• , ••

go rru ent Iicy has been t mai tain the trib system of t\;...l ur

o that all the people have had bits of la d and to prevent the F fr lcr It

fro rr wing m ney against the security f his land" ,14 As'

re It there twas no gricultur I Indebtedne s 0 the frican to

t other races. vyn ert w nted a reversal of this policy.

He t erefore explatne i th t,
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C F a ~Z( ,

rL-.) str. tic n

and extension s

The it 'lue tee or S NYlnerton is c car y disce ibie in t ..s
governn ent thinkinu on a strategy for agr icu rural de ve' oou em. 'f.K.

197 -74 plat hac' P' t tl E same einpl.a is on creuit. The ar ~Ull'L it .\'ClC

put forward as tolro v :
1- armer a -e to adopt im rove "in ill,.

methods sucl. us the 'JSE of Improve l

] ivcstcck, better seeds, esticides. «.tc,

tney vitl require (;1 •...•d.l (-

And the 197 -7 Ian va o less e. plicit. It state in, :1I'!,

oa sion ot a .r icultura, C1edi t ,Jl " (

scale fallliLrs oJ. credit iacilitkc:' c::;J'(:i'~i

i?r seas\.--'nal inputs is a I lost it. tJort'Jlt. ("'~~
... .. ')e crerlt 1 isnt-itions. Lv

(l-mphasts adde d

The ount of money allocated Y th -' nlanue i s for azr icult Hit c it

durmu the 197 -'i ~ plan underlines t re it mortance atta cl eci to ere i ..

urin th »lan oer iod Kf.:'L n illio was a llocatcd, wi.ich is in tact

thre times larger than ti c amount allocated in the Iv; "'-7 rerioo.

This 1owev 1 was not a ne v strate Jy tor tJ J( 'j 'Sl it 1 C t t: I

. S e rly a 1 6t; the .enya ,0 'EX in eut, '. tl c oessionar 2a~cl . o. l i

lad i dicated its willing ESS to continue vith t (' Ia 1~ re for t 10 rau . ..
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I 1

It is alr ad~ in . ated that this chapter ill c nee-urate
on the s dm ni trati 11 of cr dit. In di cussi . u e
shall examine not 0 ly t' e fact rs t at inhibit the perform c of

the J\ rrtcultur al Fina ce Corpor tion but also tl ae th: t

io£1 nee th istributio fer it in th s nse of who gets or
get credit. T e next half of the cha er will e aluate

the impact .•credit under the i e n di of s rvt 10 uJ so te

its i portan as cr 11k uttltzatto
A: I 'Tl COUCT} A:

Gitl ungur] Divisio earlfe t r s to be

C II red by e la d t ure r form pr era e By 19 ene
proce. Involving Iar . ju t.l n, C s lid tion i r gist

be n c pi te • Thts n itself is not surpri ing if it is
r em re, for exa Ie that Chief lv agugu ~aweru1• 0 eft

st .' is tent adv ares of tndiv dualtzari if ten r , carne
fr 1 this area. Folio tng u n registrar! nand gr ntin

f title- ds farmers starte app '1 g for loans ac ordlng
to the Swynnerto formula. Side by side with the Agric Iturr 1

rati le , . dva ces fr ti C
l C -oper tive have a gro n treme ,..y. In

uary 1977 for exam 1. r. Mtchukt, "'bairman f

•.•.r:J,.vn Co rcta Bank is r ported to have sai at ith ng ri
e fr the 1 1 br ch f th ok had gr n fr

hs, 13. 305, 000 in the te ye rs between 1966-E f.

in I ated t. at most f the advances ere ~ r agricultural
r es i t DJ i ion.la

1I portant as lenJing by commercial banks is in the tvtsio I
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h . . . . . .. 'i·11 t e eo rye cc and u ~ et
h limitati a may tm e b the Treasury. trow

lU\.'Ut:OY r 0 tain credit either in Kenya or ab ... "....

a as a result f e grieult ral F" a e orporation b rr s mo
fr ext rnal 0 initiative.

Thus the grtcultural Finane Corpor tio was given
a cr cial pla e as th ly large public lendi org nizatio to t e
s a11- cale farmers an f r this r son we shall e amine it

form ti s and then attempt to evaluate its perfor anc .
PLICATION E

In the field an agricultural exte ston ffieer sells a loa
ap Iicatto f m to the intending rrower. The ame is for a-d
to th Loan Advisory Committee Comprisin the . F. C. branc

anager, the Senior xtenst n fficers nd some members of t

Di trict fricultur I Committee to rev ed. The appUc tio
is then forward d to th heaJ office f r formal appr iV 1or reje i
Th reeni g process is aimed at ensuring that the 10 ns go to th
f rmers who are or likely to default in heir 10 n repayment s, t e
enerally so called 'progre stve" farmer. Thi 0 ever doe ot
ece sarily mean that they are better in f· rmi g than th others.

The .F. C. requires 1 nd as a ecu y and s ally a fir t

mortg gee of 1966loans to small-f rm rs ar only provided
in ki d nd not in cash. A.F. C. I ans c' r ry a 11htly 10 er r tt:'or
tot r st than those f omparable organiz tto . (e for exa pl
table 5 belo ).

T e orga Izatt n operate a central' d accounti sy t~
t the headq rters fr where farmers are n ified and re Inde

t t th ir ins ent-r payments are abo t to all or h e allen
ue, The It' ate anction or failure to meet loan repay e t
i of e rse enclosure, but this is 0 ly r rely re orted to. 7



C: .•.-----------------------OIT

What factors shape and determine the amount of creJit that
is available for istribution to the far ers? Is the available credit
f r example rationed, and if so n what basis is this do Ie? T r gl
o -rnarket or market criteria? How far is the . F. C., es ly

its institutional set up suited to finance small-holJer agr tculture
a compared to more locally baseJ organizations 1 e co-o er tive
societies? Does this set up (institutional) inhibit its performance?
Is the actual machinery used by the . F. C. to reach the n a11- , le
farmers the most ef ective. hat alternative are there, f r
example as regards the questi n of the allegedly high cost 0

a inistring a sma I-holder credit project? In tt mpting to
investigate the bearing of these problems, we shal in fact bioi e
in the difficulty task of evaluating the perf rmance of the A.F. C.

ith a vie N to making some rec mrnendatlous in our conclusion.

1:

ong the most Important factor i the shortage 0 funds
avail le for Jistribution to t ie small-scale farmers. The problem
affects th se small-fanners outside the settlement schemes. In
1972for example only 14,500 farmers were reached by the 1 • F. C. ,

a the sector was also served by other agencies. (For some
f theee organizations see Table I). This small lending w s

restricted to medium -term loans with no arrangements for sort or
1 g term loans. This was not all, for" more than 7. m of

I'

th se loan~ were used for purchase of high grade datry-cattl or
related investment. "8

The Kenya Government, while negotiating a world Bank loan
in 1966was oping that ". . . . . . . . .. if the credit scheme is successf 1
t e Cover ent is confident that funds can be raised to expe d it to
c er eventually to one- half 0 tile peasant populations. . . . . . . . . . . . . . .. I
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1 .1 dt? liC~i:L.J1s t.t~tlre~ j -r thi '. Pli asuessi t .)fficc;r i

, t to th fiel to deter .i. e t c-ere itw rth lness f tarn c i th

10' 11 exceeds :J5v. r e ba ks al 0 0 it. pt

are made to impress the officer by ap earing to be "pr gre SiVE I,
a fetor that will nflue c the amount 0 money 0 e vtll I e all cd

1to rrow.

An ' rtant aspect 0 the provision 0 credit is the re uir

of securfty, This as we have ee el e here bee es a real r

allng with smull -scale farmers. For the col nial agr)

nothing short 0 land itself ould f rm an adequate security anJ hence,
th in Ividualtzat 0 process. It is h r int nded t tnquir Nhcther

Ian is till regarded as an adequate security or whether t e pre e 1 -

day lend rs require something more in adttton to land. The eviJenc
suggest that Ian , per e, is n t enou • The (}unsuccessf 1

oan app Icants 1 Interview , coverin four ocatlons of Glthu rri

Divtston were absolute proprietor with r qistere in 'vidual titles. 1 '

It d seem that their ajor handicap . as ilure to att fy t e
ar et consi eratt 1S i1 the rationing r ess. They

po sessed f no 10 e assets, no extra-farm inco e and were gener 11'

r. In hort there "!( s n oro- peet of th ir in' bl to rep th

1 n if advanced, and were therefore accor ingly Jlsqualifie .

Why then, we n ay ask ourselves, do the Iendtn agencies,

s ci 1 th A.F. C. still insist 0 1 J being provide a a see rtty?

T e col nial planner's arg ent 7/ that registrati f la j n
In ivi ual basis would of its If rele se mor credit for mvesm. nt

lder agriculture. 15 f it thi oulJ see 1

to th reason ehind the tnstste ce by the orlJ Ba r p and

other oretgn 1 n ers, It in the arly days of independence, t tat t ie '
onl lend a atnst registered ttt s. -Jowever 1 'in t it

ly an' also retros ctively r th expert n e of tl e last

f y a s, h an argument 1- not impre siv anc cannot tan.
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hat ha i tha t e r ti tin proce s e ecttv I te t'

ata of th farmer , the en i e n 11- cale a m 0

really n ed credit facilities especially to 'Yet

fro the ere it faciliti s. n exa le i the 56 loan applic nts
fro Githunguri we have mentioned. Th elimination is Jon by

restricting the av il ble cre it to the ' ..•.... 12; to 159; in the u per

quartile of small-bot ers, ' usually const tin of ri h far , trade

other b sines e, n local tenchers. Al thes grou 0 0 e

njoy no -a icult r es. It' becaus 0 _thi very r a 0

that Kenya's", all-hol er ere it project has been ap roprtate y' er

descrtbed as r ••••••• a u eful ethod of reJi tributin inco e in

favour of those who re ortunate eno h to «lrea y n sufficient

r so rce to meet th inimum required for cr dit recipient .

2' THER FACTORS

At the institutional lev 1 several factor inhi it t ...

from performing its fuucttons properly anJ efficiently. S nw of the

f' ctor result frorr the centralize natur 0 th Cor or tion. f est

all dectstons, i or m 11, ar m. e at tee off ce, wit t e

el ys re nero Q. Small Io s, for ex or

u t be al approv 1 at the ea I offic .

ceo nttng syst also cau es delay in prepar t' 0

er, 0 en e or as 10 s our to sl x not'

•F. C. h s failed to e tabli h a for 0 organ' zatto
1 co tact it tl e armer at the vtll ge-Ievel. It,

over the rea, co ist ting 0 I 0" tha

e uatton I not at Githunguri but at Kf mbu To sl io.
Co s uentl t e ricultural Ftnanc Corpor tion h s ail to tap

nou h information n local nowle ge that coul be useful in running

a u cessful sn It-holder credit project in th Divi ion. Thi is

refl t in the investment oropo itions of t e or niz tio 1 which are

Oft n not well thou .ht out.2l th I ns Isbur sed are not foUo 'fie

up ith a uate
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lance in fa \1 l r 01' 1 Il-vel attem I C..1 to S 1 ift t 1(-'

far ers. It i for example now If. yc r s sit ce lendn ~ tnrt 1

i Ithungur i and 14 y ar s si ice the 4 .rfcultural ~iuance Corpor ...•ri
start d its operano s in the area. It is also argued that servtct 1

are number of s all loans is very costly, but the Agric turul

i ance Cor ~ r ti 1 has not expert ente it ther altern ti

or er to reduce costs. S me such altern tlves re suggested in

the co elision.

Several other actors 10 Influence an ulti 1 rely detert lint:' .' -,

u ces or failure of a small-holder ere it progr mme.

co 1 for example includ marketing channels, pricing t Iicies

other co r! e tives, transport, nd stor. e f cilitie If' C

it has bee asserted and e think. correctly so, that,
.. ere it schemes can only s c e'" .

..•
• if combin d with hole pack ve of

inputs an.I services necess: rv '0

the succes of t e arm eve! pn el .
')6that ar i g inanceJ.

'I111' h If the chapter has argued that the perforn a •..1'

of the Agricultural Finance Corporation small-holler credit p . '~"L. I-

in Githungri, s elsewhere, has fallen short of the expected 11

veral actors have been Indenttfted as affecting or i t ibitin tts

perfor lance. The next half Nill make an evaluatto f he impa .t

ere t·11 the tvtston. In part cular the sectio 1 will argue tl at

supervision of credit is crucial to the successful operatt of a srr a 1-

lder credit project. Emph sts w.ill be Iai n the rather Import.mt

peers or supervision, namely exte s10 advice an utilizati r of

credit.
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In Ji cu s ing t1e if p ct f cr dit f Q t e point 0 vie J

f upervtsro and its related aspects I' uti Izatio , nee' for
ervlces and t e loan-repayment i situatio if co es out clear l

that t .se factors ha a general' porta c to an) small- hol er
credit heme operations, an even how uccessful it will tur ut:
to e. The app ch taken on 1 an repay ent is to regard the
o successful loan-repay ent as orming the foundation of pres
t mall- 01 r credit. It is ther fore arg ed that supervision f! t

ha the powerful effect etermining the rate t w ch oan Ill be rep j •

1. SUPERVISIO CREDIT UTILIZATI bED
FOR EXTEI SI N SE VICEr .

e'Sceptic ' of s ,11-h 1 er credit aye argued urther r 1 c t .

rea c str int in small -h 1 er agricultur 1 devel nent S ot s
of credit funds but lack of supervision and especial y exten ion

red it it is urged is only an "accelerate r, ot an r essential I. l -

t w shtnz to e _age in a rather sterile ontr ersy as to ho ' c it

sho Id 0"" can b classifi d, 0 conte tion is that no amount a
supervi ion without provision of credit ;viI give small-holder
agriculture a breakthrough. It must of necessity be supervtsto
pr jeers lnanced through loan funds. Reason for taking this
will c me out when we discuss the need for subsidized credit t

all-farmers. Perhaps the fault lie ith the implementation or
the ere it policy rather than in its mere ext tence,

How v r w hasten to a d that our argument d s not to
. ini h t place of supervtston in any ell integr ted sm 1-

h 1 er credit evelopm nt sche A e. M iel rese rch in ithu guri
increasingly made it clear that 1 ck of aJe uate extension a vi e s
gr atl T hampered th succe s of th Agricultural Finance Corpora i

hi h gra e dairy cattle project 1 the Divi io 1~7 It i ' especially
a fliet .> .by a high mortaUty rate. For example the 45 farmers



I tntervt Yo e in th' • tw en then. ab t 1< c

ht Agricultur 1 P' anc C

about 5 COWS" ere alive at t at tim . Some ha died of tic borne

is eas es while calving. AltIou h the veterfru r

f Icers t Glth i Divi i ial head uarters ught to advl

farmers an the breed that i suitable or th rrower's are ,

n a certt tcate sh ld be produc d to sho th t the an al is

healthy, t is is often not ne, g n c no s change fr

one farm. to the next, such that it is v ry difficult to carry out "

jet ailed urvey for every fan . TIle greate t ha dicap is ho ve er,
tl e stan ard 0 us n ry t t is r ought to be practt ~J. es ' 11

the application of spraying chemic Is for tic -borne disease .2:)
With the shortaze 0 veterinary 0 ficers that is e perte 1 ed Ir the

rural areas, the lack of ad ic in this re ct is a per ent

phen enon, There- is for example only one fully qualified veteri ary

ific r far the whole ivision;9 who cannot sib y handle all the "'1

that arise, especially th c pUcated ones re ting to cal i

However as r ar s ~ tl kborne seases the situ ti i unJ t

: prove in future with t e increased co struction of "Harambee '
catt e di , as is happening at pres nt in the area.

V l at about other spects of farming, for eample cro

r evelopm nt, htch is also financed by the gricultur -1Finane

Corporation? Here the r Ie i not really one s rt ge 0

extension personn 1, like in the airy cattle project. Here the

proble is that of inadequate tratntng f th officers emplo -e .
11esit ati: n ca be de onst ated by exar ining the same in t "::0 nt .

at large, which as I foun.l is applicable to Cithunguri. In 197 for

example it was estimated that there were about 5, 500 extension u,.::,en s

in ireet ntact with l. 7 i1110 farmers or one extension agent

to every 10 farmers in average. In act this concentration could be

hig er in Githung ri. B t the working party in Extensi n services i



97 ad imate fi J

er eit r •...•.. 01 ple ely unt i'} d or had tl tr trr inin
o s to be equivalent to untra a d. · 11 f ct a u ber

f th e officers t Gith ur' are 01 men" h start· t ir c r e
uri g th colonial peri . These ffieer are replac d very 1 ry y.

An e t en, the y g me ho repl ce t re n v ry if erent.
e eve ond rs wl t r tee ibr f these youn 0 ficers wit

the" 1 level f formal e u atlon is s h tn t they ca cq ir
innovati e ca city ed in han in the peasant's ag .Icultur 1

lem .31
Other ctor that aff ct t e provision of adeqi ate ext 1

dvlce in oth r part of th cou too rt rtve in Glt u
F e pie the ef e t' nes the e tensio 1 s is furta r
r duced b chnical problems that p a tnistr tio
in ct 1 the ~ en i n f the i tstry

of . ri lture. ey e er lly c vex the rt n
contro •32 The f"eld ff'ce s su e lack f uch up rt s rvie
I' e vehicle, tr 1and 0 rational gutdeltnes, for altho zh in
e nnec ion ith t te latter there s a r utre e t f r elaborr t f r
inform ti n ace y'ng th loan p lie tion orm, te gricul ur 1

fiel· ff is 0 overwor e that such is n
often pre red or is do impr pe 1). n even i the gut ltn s . er
pre red ell, they woul soon become Oil • •... ,giving ris for [1

ne d t pr par new ne • 3

s f r e tr 1 tee agents g t litt e or 0 su r-
vi....io n he fie d vtth the re It that t etr eff cttveness h in he
standard 0 advice tven an the n mber f h urs exp nde in gtvu

r atly redu e • a d cases of g vice n rare.
lth u h this c ul be an attrt te of their 10 quaUfi ati I '.

Thi poor pe for ance of th • sstst nt ric ltur 1 ffic r
. toe fiel i ggrav red by 1 ntte co t ct with t eir superior I

/
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37
s r ices will be Iact T n re reltanc

on th mass me lia roup preaches
rat ier th the t divl; ual far vtstts. 31;}

Th 1974-78 pl placed 0.1

tmprovlng ", • •• ••• • • u, Hty nd effecttven 55 an 00•.0 1 creasing
the calc of operatt ns t. 40

De pit such aware -'86 on the rt of the policy m sers the

ltuati n at Githunguri remain vi tuaU} unch nged, and e tten: pts to
c a ge for e a pl to the m h of e 0 tra ions is frustrau d

'Ythe factors w have disc sed, pr mtnent among the bel 6 tile

reliance 011old, untrat leJ r badly train" offi ers to give effect
to el . ppro ches,

On the ctual expenditure of the cr ..Ut j ance some
farmers rei tel' 0 ~t '} had diver ed 10 n funds to other purposes

11 alth . h no e act fiourc b av Hable as 0 t actu 1 ar aunt
diverted, it woul em that th practtce Is wtdespread, and tha
a far er migh buy only one cow i: read 0 two or thre ....a reed
po with the . zrtcultur 1Fina ic Corpor: ti 1. 41

It wi 1 th n be clear that small-scale far er ho is affe •..t j

~ 11th shortc dlscuased ve wlll fin tt xtr n ely JUlie It
t meet 'is Ioan-r at 'be th y f 11due. Th
it tio i or ne by t poor loan llecrt n m ds ernplo j

the grtc ultural i nee orpor ti U
tte rpt t explore furth r t

s rvlst n 0 cr dit and nd locate it r I ar On in
our s . 11 hol . credit tr

represen s the 0 t e ia ve

menno a ut t repay ent situ !ion. or the 0 n perioJs
t lIectio r tio as lea than 651t. of the total dl burs cuts of
t . t rtic lar period. atn every Friday in the Dally 1 non 2.the



.:..8

. gric ilt ral Finance err ti carr ice a list of t ose r me
again t vh f rcclosure pr ceedi.ngshave been i Ittated. A c oser
exami atio of such lists till show that m t OF the are mall-
hol-er - by the size of the land that as mortgaged as security,
anJ the area where the land is situateJ. on-e such procee in
have been inittat d against farmers in Githunguri. This is not
bee u e the small-seal f rmers efault mor than the large-so 1

far ers. V n ishke has or example ar ued th t the gricultur I
Finance Cor oratio takes a hard-line on small-scale farmers
bec u e of the high administrative costs incurred in servicing their
loans. How ver the real re so w Id seem to e to be the Ittical
con ections and in fact the Iltical n ture of the large scale far er n
farms themselves, whichmiltt te against the s le kinJ of approach
to non-re yment a is used against the defaulting peasants. It ee
that in the circum st nees the grt cultural Finance Corporation
prefers to write ff tfie 1 ns than enforce repayment thro h ore-
closur. It is esti ated that the Agricultural 'ance 0 p rati n
forecloses ten small-scale farms an ten large-scale very month
but rarely are any of the farm ever s ld eve tually. 4

1 t this e tto a serts is that the possibility of
successful 1 n repayment is the critical re pposition on hic the

str ct re of our credit licy to mall-scale farmers is founded.
lot f energy is directed towards t e in utry as to hetner the inten in

rrower will ev r be able t y th loan. If the results of t e
inquiry are sttive a d a loan is a vanced, the m: tter seems to en
there. T. e ssibili 0 meeting repa ments then becomes the end
of our credit policy to small-farmers. Howthe funds are provided or
spent by toe farmers beco e merely Inci ental factor in a mor
imp rt t consiJeratio , whether the 10 will in act be repaid. TI1is
we s mit create a gap in our credit Iicie s, Till the time of
re yment co es there t very Itttle co cern with the f rmer. B t vhen



it 0 es as it alw ~ oe, it is all)' too late to r e y
t Itu tio T e c ttle might alrea y ve dted or t e cro
rutne eyond ree I r I n fun s mts lr .cted to other u e ,

hat we want to ut f rwar is that usu 11y the sm Il-acale
f rmer do not h ve the ap city to repay the loans, T ey I v
alread een enied th t c pacity not 0 ly b the f. ct th t the
are rand Ignor nt but also becau e the supervision was T,

Inadequate or absent. How can these f rmers be helped to acquire
that cap city to repay when the loan 1 tures? I think i.t a
que tion of those con plementary factor that should acco pany
well for ulated m Il-hol r credit programme we h ve menti ne
elsewhere in this ch pter. But far mor Importa t i th qu tton
of t ctally on sound a rieultural pr ctts

e cannot possibly hop to ehiev n a rartan revoluti n it 0 t

its betn spear-he d by n education. 1 revolution in pe nt
Such has be n the key to t1e a rartan z octal 'evolutions

in China, exico, Cuba and Russta. But perhaps thi is in
itself a far cry, for the success of such due ttonal revolutio 1

was more than anythin else due to the f ct that they were
accornp nied by radical transformations in the social tru tur .s
of the whole society a E. H. Jacoby has related in one of his
books. 4 In Kenya we dare not go to such lengths, if or nothtng
else becau e such an appr ch smack of "Socialism". whic ts
re arded a a threat to th Int .rests of both the local petty-
bo rgeosi classes and of the international on Iy capital.

The point is th t t poor repayment pen lises not those
who have failed to y back their 10 n , and remember it is the
"up r quartile" of the peasant society h h ve acces t c e it,
but rather it continue t ny the mas of the asants, wh nee the
loans to t tarted, the benefit of the facilities. If the Ituation
improve then more fu s will be i vestec in this ector. an
tiler fore increasing the h nces of the ttom strata the society
to enjoy this vantage.
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or the rg ent ts take further to the effect that even hen such

a credit r ramrne ts est It ....h it sl ould 0 ly continue to be

financed if the returns are sufficiently high t to cover the high

cost of provi mg it and als to provide a justification for expe i g

such s arce resources over other devel pent priorities, 48

we take strong eption, e reason is that se think the arg nt

aJva ced a ve as bing founded on a do Ie misconception, "i st

that the small sea e farmers (meaning the ttom strata of rural

society) are at or. It is s Itted that they are po rand

if support of the obvi us is required reference should be made

to the 1.L. O. Repo of 1972 on E ployment, Inc mes and quality. 49

Th Y therefore need .great assistance if they are going t rats

their dism 1 stand rd of liv Inz and it wo Id be unrealistic, even

in a land of u itigated free nterpr ise capita ism to expect he

to do it on their OWIr. This mission on Land Conso Idation, perhap

pr pted by this r a isation warned that,

it is uns tisfactory to expect far ers

to pr vide their wn funds for this

urpo e; there is usually s ch a

hortage of ready cash that fe farmer

c n aff rd 0 plan more than a small

acreage f annual cash crops. 50
51In fact one would go urther and urge a GMR type f subsi ly for

thi group of far ers. The Kenya Tea Deve op £ ent uthority

(K. T. D. A.) small-holder tea production is a "pointer' to the potential

that lies unutilized or under utilized in this sector. Todate mol' than

7CIX of the tea e rte from Kenya is produced from the small-hol ers.

Not even that, the quality of the tea has increased several times over

that produce in the large estat s. It also shows that the mall-farm

s has the ability to co pete with or even supersede the large-

scale sect in t rms of contributing to both the nati nal production
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ag tc v 10 e t in p: a ant s . tie , S an Geor e, a
researc r on agr busine s, ·.as expl ineJ that,

Many development t xpert ' see the eli it stto 0

s a question of technol ~y. ' Giver t en
fertilizers, pesticide, nd tractors', they

say, the pro Iem will be solved.' They seldo
reco ize that 'In. technological i novation has an
im act on the sial truer re, and th t if P ifie
steps are n t t ken to prevent it, techn logy will
benefit only cash er p productlon and th althi st farmer .
uch questions as, 'wl 0 ca pay f r fe r, achine y

etc re not asked. So long as t e rest ttor
half of the population in poor countries is not given adequate
ccess to land, i..np ts, credit, and a atr m rk t price,

people will continue to 0 hungry.
Susan George concludes her essay with a sa note. She says,

There is no hope for eradicating hun er via technolo y -
because it is not a technical proble . It is 'q e tion
o econ ic and social ju tice at every level. SOIte where
in the world, ten thousand people ' ie ever ay becaus
the e truths have n t been recog ized. 55

As we proceed to make final submtsstons anJ policy recommendation
it sh ld be reme here that the aim of our rura re-organization
pr ramme shouId be to eliminate mass starvation and widespread

alnutrition in what i essentially a rural peasant s ctety,
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high growth rates co 1 ined both with fai ure
teet other m jor needs with estic in quities
in the Jistrib tio of eco ic an ocial benefit .

Grant cites Kenya as one such example. e arn ng he gives to
ruling mi die-class elites in developing Third world countries,
whicl e also end r se, is that t ie policies forrnul. ted should
combine growth with equity for at rwi e those whobear the
brunt of such policies will e day look to China for a solutio .
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Conclusions: F ootes
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1 See f otnotes 51, chapter III
2.. For s e conrradttton in the see ion 1 paper. no. 10. 1 I- 5

see for e tample th t stern .It:

IoJivi Is rive s tisl •..ti no onl fr t ie
g e but also r . t e they accun 1 te,

3. j C trol in Kenya' 'mall ..scale
Areas' IDS Uni r i 1 iro i

-J. oltna N: hege F. E. novation for '"soya's sm II f rms:
Strate for qulta Ie ural
De elopm ' t ID' r r

0.84. 1971 Unlv ratty 0 lair i

5. Q oc j by Rolin anJ C ege, IbiJ.
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