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ABSTRACT

This study aimed at estimating the saving residual capacities 

among the Mumias sugar-cane farmers. The study also focused on the 

possible determinants of the saving residual of these farmers. The 

possible determinants of saving residual considered in the study are 

cash income per year, level of wealth assets held, and household size. 

The other determinants considered are number of children in the house

hold attending school, age of the household head and education level 

of the household head. A total of fourty five farmers (households) 

were interviewed. A questionnaire was used for the collection of the 

data.

Saving residual was estimated by deducting the total of all the 

possible expenditure outlets from the total cash or disposable income. 

The relationships and the causal relationships between the saving
r\

residual and the possible determinants of saving residual were analysed 

using the correlation analysis and the regression analysis respectively 

The correlation analysis and the regression analysis were carried out 

by use of the XDS 3 computer package.

The results arrived at in the study indicate that saving residual 

are substantial among the small-scale sugar-cane farmers in Mumias area 

The substantial saving residual are as a result of relatively high 

incomes from sugar-cane growing. Only cash income and household size 

were found to be significant determinants of the saving residual.

The paper ends by giving some recommendations on how the 

substantial saving residual could be mobilised or utilized so that its 

effects in economic growth of Mumias area and even of the country as a

whole could be felt
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1. INTRODUCTION AMD PROBLEM FORMULATION

Growth in capital stock or capital formation has been rightly 

regarded as one of the most important elements of economic development. 

It is this increase in capital stock along with its efficiency that 

directly influence the productive capacity of the economy for increas

ing the total output or income. However, this growth in capital is in
I

turn directly dependent on that part of additional income or output 

which is not immediately consumed but is saved. This saved income is 

then made available for investment or increase in capital stock. In . 

otherwcrds, it is the growth in savings which is crucial both for 

capital formation and the rate of economic growth. This assumes all 

the greater importance in the context of under-developed countries 

like Kenya. In under-developed countries, basically the level of . 

capital stock not only lies at the root of under-development but also 

provides a basic solution to the problem of economic development.

The importance of savings for economic development in Kenya needs 

no emphasis. It has, however, certain ramifications and implications. 

For instance, one of the main objectives of planned development in 

Kenya is to raise the income and consumption standards particularly of 

the poorer sections of the society. The needs of economic growth in 

terms of increased savings necessitates in the initial stages a 

rigorous restraint on the increase in consumption itself. Similarly, 

there are structural deficiencies and low capital stock particularly 

in the basic industries and infrastructure facilities. These require 

large amounts of capital investments especially in the high capital 

intensity areas. They also require a considerable discipline in regard 

to the increase in the production of consumer goods. It is this choice
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between immediate ana future increase in consumption that poses a 

serious problem for increasing savings and growth in Kenya.

Agriculture still remains the backbone of the Kenyan economy.

For instance, from 1975 to 1973 agriculture accounted for an average 

of 31.1 per cent of Gross Domestic Product (GDP) per year at constant 

1972 prices. The corresponding figures for the manufacturing sector 

was 14.5 per cent and for the Government sector 17.3 per cent (31, 16) 

The contributions in 1979 were 34.4 per cent from agriculture, 12.6 

per cent from manufacturing sector and 14.7 per cent from the Govern

ment sector (32, 29). Since agriculture produces about a third of the 

domestic income in Kenya, an increase of farmers’savings is much 

desired whether it be invested in farm improvement or in off-farm 

activities.

Farmers need to improve their efficiency and innovation so as to 

increase their productivity. In order to do this, farmers need to 

build up capital stock on their farms from their own savings. This is 

because, not all farmers can get agricultural loans or credit from the 

lending institutions. This isi even more so with respect to small- 

scale farmers.

Savings in rural areas can be divided into savings in kind (farm 

investments), savings deposits in financial institutions and cash 

hoarding. Savings in kind (investment) involves, among others, the 

purchase of assets such as livestock, land, farming equipments and 

planting of tree crops. Cash hoarding is very prominent with rural 

households of small-holdings.~ However, it is not easy to come up with
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a figure of cash hoarding. It is not easy for one to say horn much 

money he is hoarding in his house. Therefore, with rural households 

it can be expected that savings are greater than investment. The only 

way to come up with a saving figure is to derive savings as a residual 

after deducting all the expenditures from income. In this study, one 

of the major aims is to get the figure for the cash surplus available 

among the Mumias small-scale sugar-cane farmers. It is this cash 

surplus which is referred to as savings or saving residual. Conse

quently, savings in kind (farm investments) are considered as part of 

total expenditures. This means that savings estimated in this study 

may be lower than actual savings in the area.

In order to increase savings, we need to know the determinants 

of saving. The determinants of savings may not be the sane in urban 

as in rural areas. Interest rate is one factor used by the Government 

to attract savings mainly in urban areas. But as may be shown later 

in the study, interest rate does not seem to be a major determinant 

of saving in the rural areas among small-scale farmers. Consequently, 

if rural savings is to be increased, other determinants of savings
t

must be considered. Some of these determinants considered in the 

study are the household income, the household size and the level of 

wealth assets held.

The Integrated Rural Survey (IRS) 1974/75 (34) gave the total 

household cash income for Western Province as being KSs. 1,625/= per 

year. The total household cash consumption expenditure for the same 

province was given as K9s. 1,912/=. This gives a negative saving of 

K3b. 294/= per year per average household. Howarer, the Minias sugar-cane
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scheme became operational in 1973. But as may probably be shown later 

in the study, the household incomes in Western Province have gone up 

substantially since 1975. Odada (53) for instance, estimated the 

earnings from sugar-cane alone as KSr. 11 ,600/= per year for two 

hectares (5 acres) sugar-cance farm over the entire five year crop- 

cycle. find since it takes time to adjust consumption expenditure to 

income changes, current savings in Western Province could possibly be 

positive and substantial. This should be more so in Mumias area which 

is virtually a sugar-cane area.

Also, as will probably be shown later, the value of wealth 

assets per household in Western Province has increased substantially 

since 1975. The IRS (34) 1974/75 gave the mean value of household 

assets, excluding domestic assets, as being K3s.4,471/= for the entire 

Western Province. In this study both domestic and non-domestic house

hold assets are added together and make one of the determinants of 

savings.

The IRS (34) 1974/75 gave a mean household size of 7.4 persons 

for Western Province. Since Ktenya’s rate of population growth is 

3.9^ per year, the mean household size in the province may probably 

be higher than 7.4 persons.

The other possible factors of savings considered in the study are 

age of the household head, education level of the household head, 

number of children (members of the household) attending school and 

the level of interest rate. It is of interest for this study to find 

out how these variables relate' to the saving residual of the Mumias

4

sugar-cane farmers. -



5

1.1 OBJECTIVES OF THE STUDY

The overall objective of this study is to try and estimate the 

savings capacity that exists among the Mumias small-scale sugar-cane 

farmers and to study the possible determinants of savings in the 

area.

Specifically, the study is meant to achieve the following 

working objectives.

a) to determine whether the sugar-cane farmers in Mumias area have 

- surplus income which in this case is being referred to as the

saving or the saving residual.

b) to determine the saving residual as a percentage of the dispo

sable income, i.e. to determine the saving rate.

c) to determine the marginal propensities to save with respect to 

the three possible determinants of saving considered in the 

regression function, i.e. with respect to changes in the 

disposable income, wealthy holding and household size.

d) to analyse the relationships existing between the saving
c

residual and the interest rates, age of the household head, 

education level of the household head, and the number of 

children (members of the household) attending school; and

e) to determine which are the most important determinants of the 

saving residual among the sugar-cane farmers in Mumias area.
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1.2 HYPOTHESIS TO BE TESTED

Generally speaking, the hypothesis of a study are a means by 

which the questions raised in the study are answered and the 

objectives of the study are realised. The following working 

hypothesis are to be rested in this study so that the; objectives 

set up in the study are realised.

a) The first hypothesis is that the sugar-cane farmers in Mumias 

have surplus income as a result of growing sugar-cane. This

. hypothesis will be tested by deducting total consumption 

expenditure from total disposable income.

b) The second hypothesis is that the saving rate (saving-income 

ratio) of these sugar-cane farmers is low, i.e. it is between 

4 or 5 to 12 per cent as propounded by Lewis (44, 216). Lewis 

argued that what restrains investment in less developed countries 

is not lack of demand but simply lack of saving to finance 

investment. He stated that people in these countries are 

willing to save only 4 or_5 per cent of their incomes while they 

are capable of investing about 12 per cent of their annual 
income.

This hypothesis will be tested by comparing the calculated rate 

with the rates propounded by Lewis. The calculated rate will 

also be compared with the national household saving rates and 

with the aggregate domestic saving rates.

c) The third hypothesis states that the marginal propensity to save
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uiith respect to changes in disposable income for the sugar-cane 

farmers in Mumias is high. The estimated marginal propensity to 

save will be compared to the other propensities cited in the 

study.

d) The fourth hypothesis states that there is no significant 

relationship between the interest rates offered by the saving 

institutions and the saving residual of the Mumias sugar-cane, 

farmers. The number of farmers who have savings accounts in 

financial institutions will be recorded. £gain the number of 

farmers who have savings accounts in such institutions for the 

purpose of the interest rate offered will also be arrived at.

The latter will be calculated as a percentage of the former and 

the resultant figure will be used as the basis for testing the 

hypothesis.

e) The fifth hypothesis states that aggregative behaviour of small- 

scale sugar-cane farmers in Mumias is in conformity with the 

theoretical framework of the conventional economic relations.

The conventional economic,relations referred to here concerns 

the savings function specified in section 5.1. The rationale 

behind this hypothesis is that the decision on how much to save 

by small scale farmers who have been absorbed into the market 

system should be influenced by the conventional determinants of 

saving considered in this study. In otherwords, by regressing 

saving on income, wealth assets and household size, these 

variables should manifest statistically significant economic

relations
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1.3 DOMESTIC SAVINGS IN KENYA

The general picture of savings in Kenya may be stated as follows. 

The saving-income ratio was around 1 8 - 2 0  per cent from 1965 to 1970. 

Table I below shows the gross domestic savings of Kenya and other 

developing countries for comparison purposes. For Kenya, this was a
l

creditable savings performance in comparison with the1other countries 

shown. For example, South Korea, whose success in economic growth is 

generally regarded as very satisfactory did not have a higher saving 

rate than Kenya. In Africa, the Ivory Coast which has sustained a 

high rate of growth in Gross National Income (GNl) (7.5 per cent per 

annum over 1960-70) (35, 355) achieved a saving rate significantly 

higher than Kenya. This may be partly because expatriate community 

plays a more’ important role in the Ivory Coast than in Kenya economy. 

If allwance is made for factor incomes and transfers, Kenya's perfor

mance is comparable to that of Ivory Coast.

TABLE I 4

GROSS NATIONAL SAWINGS (GNS) AND GROSS DOMESTIC SAVINGS (GPS) AS 

PERCENTAGES OF GROSS DOMESTIC INCOMES (GDl)^ - ALL SECTORS

YEAR KENYA TANZANIA ETHI0PA
IVORY
COAST

SOUTH
KOREA

GNS GDS GNS GDS GNS GDS GNS GDS GNS GDS
1965 17.8 18.6 15.6 17.1 10.6 10.1 15.1 10.1
1966 16.3 18.3 16.0 17.4 11.1 10.7 16.3 20.8 16.8 12.1
1967 16.4 18.5 16.7 17.6 11.8 11.6 16.2 21.1 18. 7 14.4

1968 17.0 18.4 17.6 17.5 12.3 12.2 17.7 22.2 20.4 16.4

1969 18.5 19.1 17.9 17.3 12.2 12.1 18.7 22.7 20.9 17.8

1970 19.0 19.5 19.2 18.7 12.0 12.0 19.9 17.8

Source: World Bank Atlas and other World Bank Estimates, 1975

Ref. (35, 374).
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(1) Note:

a) Gross Domestic Savings (GDS) = Savings by the residents of 

the country without taking into account international income 

transfers.

b) Gross National Savings (GNS) = Savings by the nationals of 

the country. It is equal to GDS plus net international 

income transfers.

c) Gross Domestic Income (GDI) = The total of factor earnings 

by the residents of the country without taking into account 

international income trasfers.

d) Gross National Income (GNl) = The total of factor earnings by 

the nationals of the country. It is equal to GDI plus net

t international income transfers.

The saving rate in Kenya has been flactuating since 1971. The
<

recent figures as given in Table II below show that the lowest saving 

figure was 11.0 per cent in 1975. The highest saving figure was 24.0 

per cent in 1977. The average saving-income ratio over ten years 

(1970-79) is about 18.0 per cent. This creditable savings performance 

over the last ten years is mainly due to the high growth rates of 

incomes since the commercial interest rate remained at 5 per cent as 

fixed in 1974 (35, 358). The high incomes from coffee in 1977 was of 

great importance in raising the savings level in both the private and 

public sectors of the economy.

The investment in Kenya has been largely financed from domestic 

savings. For instance, for the last ten years, the proportion 

financed domestically averaged 74.5 per cent while 25.5 per cent was
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covered by external loans and grants. There tuas only one exceptional 

year in 1977. In this year, as already indicated earlier, because of 

the coffee boom incomes rose so rapidly that the recipients could not

spend the normal proportions on consumption. As shoiun in Table II
r

domestic savings in 1977 u/ere sufficient to cover the county's total

investment expenditure.

TABLE II

TOTAL INVESTMENTS AND DOMESTIC SAVINGS AS PERCENTAGES OF GROSS DOMESTIC

INCOME IN KENYA - ALL SECTORS.

GDI at Total Investments Domestic Savings
Year' IMarket Price Investments. as % of GDI Savinas as % of GDI

Kf million K£ million K£ million

1970 576.0 126.1 21.9 116.1 20.0
1971 644.0 162.2 25.2 120.4 19.0

1972 703.0 159.6 22.7 143.5 20.0
1973 787.0 226.7 28.8 179.2 23.0

1974 962.0 273.1 28.4 157.1 16.0

1975 1199.0 217.1 18.2 136.5 11.0
1976 1457.0 294.4 20.2 252.3 17.0

1977 1862.0 441.2 24.0 , 441.2 24.0

1978 2056.0 610.6 29.7 330.7 16.0

1979 2261.0 506.4 22.4 306.7 14.0

Source : Economic Survey 1980.

Data on sources of domestic savings for the immediate past years

are available only for 1976 (32, 33). As shoiun in Table II above,

savings in this year amounted to K£ 252.3 million. A rough breakdown

of this total by source of origini is given in Table III.
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table III

SAVINGS IN KENYA BY SOURCE OF ORIGIN IN 1976 - ALL SECTORS

Source
Saving 

(K£ million) % of total savinq

Household 79.0 31.3

Enterprises 103.3 42.9

Government 65.0 25.8

Total 252.3 100.0

Source: Economic Survey 1980.

The table above shows that business enterprises mere the major 

source of savings in 1976. This is expected since they need tc make 

allowance for replacement of capital equipment as well as setting 

aside sums for expansion. According to the guess made in the Economic 

Survey of 1980| one third of the household savings in 1976 probably 

originated in households on small farms (32, 33). This is about 10.4 

per cent of the total domestic savings during the year.

\
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2. REVIEW OF THE LITERATURE

It is a general proposition that savings in the rural ar'eas of 

less developed countries is generally low. Arthur Lewis (43) for 

example, stated that "the problem in many developing nations is the

low level of savings and investment, especially so with; the rural
|

population". In the case of Kenya, Von Pischke (-61) has stated that 

"many observers believe that small farmers are incapable of saving, 

and that most of the statistics show that the small farmers do not 

have enough income at their disposal to warrant any savings".

However, there is a surprising amount of evidence that suggests the
• i

rural population are capable of saving substantial amounts. Ruozi 

R. (57) in his study of saving behaviour in rural Sudan stated that 

"despite widely held assumptions to the contrary, indirect evidence 

suggests that many rural people in Africa have relatively high savings 

propensities". Ruozi argues that the problem is poor mobilization of 

the voluntary savings in the rural areas.

For instance, De Wilde (14, 198) noted that in West Africa, the 

expansion of such tree crops as robusta coffee and cocoa had not been 

significantly assisted by credit. De Wilde goes on to argue that in 

Sukumaland, Tanzania, very few of the thousands of ploughs which were 

instrumental in expanding cotton cultivation in that country appeared 

to have been bought on credit. In the case of Kenya, De Wilde cites 

three examples which show that African farmers* disposition to save 

has often been underestimated. First, that coffee plantings in Nyeri 

by small-scale farmers were virtually all self financed, and that 

coffee profits had in turn financed development in dairying. Second,



13

that in Elgeyo-Marakwet farmers mho had first earned some money from 

growing potatoes, had used this to start the cultivation of pyrethrum. 

The same farmers had finally purchased dairy cattle with their 

pyrethrum profits. Third, that cash had been quickly mobilized by 

African farmers tp buy rather large European owned farms in the former
B m’ ' \I

"white highlands" without any credit facilities. These experiences in 

both East and West Africa show that small-scale farmers are capable of 

generating savings and that the savings can be used for other invest

ments on the farm.

- The other evidences cited to support the above arguement concerns 

the experiences of saving institutions whenever they open new branches 

in the rural areas. For instance, Von Pischke (61) cited the findings 

of a survey conducted by the Post Office Savings Bank to determine the 

account turnover -for several classes of branches in 1970/71. In this 

survey, sixteen branches were studied: Six in provincial and large

district centres, six in rural areas well served by commercial banks, 

and four in remote areas. The outcome showed that the excess of 

deposits over withdrawals was 7%, 35% and 50% of total deposits 

respectively. This data in itself may have been inconclusive evidence 

of substantial rural savings capacity, but it did suggest that there 

was a wide scope for tapping savings in the rural areas, especially 

in the remote parts.

Various saving institutions experience different successes in 

attracting savings in the rural areas. In his other work, Von Pischke 

(62) cited the experiences of Kenya’s Co-operative Savings Scheme as 

a saving programme for coffee small-holders in Central Province.
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Within two years (1972-73) of its operation, the scheme had its 

balances increased from two to about thirty-seven million shillings 

and the number of depositors exceeded one hundred and ten thousand. 

Similarly, De Wilde (14, 200) reported that a thrift society licensed 

only in March 1964 at the Mwea-Tebera irrigation scheme, already had 

about one hundred and sixty thousand shillings in deposits by Ouly of 

the same year. These two examples, though not conclusive, suggest that 

considerable savings capacity exists among small-scale cash crop 

farmers and that this capacity is not being fully tapped by financial 

institutions other than the co-operatives. It is argued that the 

co-operatives are more successful in attracting deposits from small- 

scale farmers because of the lower minimum loan size and lower minimum 

savings account balance offered to the farmers. However, it could 

also be argued that the success of co-operatives is also largely due 

to their being very close to farmers. This later arguement follows 

from the assertion that when saving institutions are brought near to 

the farmers, the farmers tend to increase their savings.

Most of the saving studies carried out in developing countries 

single out the level of income as being the most important determinant 

of the saving rate. Most of these studies, however, do not give 

quantitative evidence to support their findings. Choong Young Ahn (10) 

for example, in his study of saving behaviour of rural household in 

South Korea argued that increases in household incomes have been a 

major factor causing more saving. While still, Binhammer H. H. (5) 

indicated that the amount of savings possible by individuals depends 

upon the current income and also to a lesser extent upon the wealth
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assets. He states the role of financial institutions as being that of 

providing financial assets that satisfy the tastes and preferences of 

potential savers. Again, Bottomley (6) noted that interest rates for 
rural money markets in Third World countries have not been extensively 

studied. He argues that savings will be more a function of changes in 

rural incomes than variations in the rate of interest. Bottomley goes 

on to argue that when the saver is himself the investing farmer.savings 

and investment increase rapidly with the appearance of high income 

crops. He cites the example of Indian farmers who paid for purchases 

of new, high yielding wheat variety out of their own resources.

Gunther Hubner (23, 148) in his survey of private savings in 

Uganda found out that most African farmers put money in the banks for 

security and safety purposes. He observes that farmers do not put 

money in banks for the purpose of obtaining additional income in the 

form of a return (interest rate). In Kenya, Dr. Rukandema and v

Dr. Mwangi of the Department of Agricultural Economics, University of 

Nairobi, observed that small-scale farmers are not familiar with the 

interest rate concept. They argue that even if small-scale farmers 

save, they may not do it in relation to the level of interest rates, 

but in relation to other variables like the disposable income.

From the foregoing literature, rural saving offers a field which 

still merits a great deal of elucidation, especially in Kenya. This 

is more so in those rural areas in Kenya with high income yielding 

crops like coffee, tea and sugar-cane. For example, it is the general 

concern among some Ministry of Agriculture officials that sugar-cane

Private discussion, October 197B.
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growers in Mumias get quite substantial sums of money. These officials 

argoe that surplus income thus exists among those farmers uiho grow the 

sugar-cane and that this surplus income could be mobilized as savings, 

jhe savings thus mobilized could be used for investments on the farms 

and on non-farm activities.

According to economic theory, people tend to maintain more or less 

the same consumption habits in the short-run even with increases in 

their incomes. Denbuig and McDougall (13, 116) for example stated that 

"it takes time to adjust consumption expenditures to income changes". 

This is particularly more so with agricultural or rural population 

since demonstration effects are much lower as compared to urban 

population. We should then expect the rural people to have a more 

sudden increase in their saving rate in the short-run with a sudden 

rise in their incomes. The sugar-cane farmers in Mumias are therefore 

expected to have a higher saving rate with the sudden increase in their 

incomes as a result of growing sugar-cane.

Private discussions with Dr. Feldman and Dr. Swanburg of the 

Planning Division in the Ministry of Agriculture, Kenya, 

September 1978.
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3. STUDY AREA ANO DATA COLLECTION

Mumias area mas originally an area of subsistence farming. There 

mere no cash crops like coffee and tea which yield relatively high 

incomes to farmers in other rural areas of Kenya. There mas no 

processing factory like the current Mumias sugar factory. The roads 

in the area mere poor and almost impassable during rainy seasons.

The Mumias Sugar Company has brought about a number of desirable 

changes in the area. The area is nom virtually a cash crop area in 

sugar-cane. Employment opportunities have been created both on sugar

cane farms and in the sugar factory. The Mumias Sugar Company has 

opened up nem roads and has improved the old ones, thus making possible 

road communication throughout the year. These and other developments 

in Mumias have affected the lives of the people in the area. It is 

therefore, fitting that economic and other social studies should be 

carried out in the area to try and find out the effects of these 

developments on the lives of the people. More studies in rural areas 

of Kenya.have been carried out mainly in Central Province because of 

coffee farming. Sugar-cane groming in Mumias offers an opportunity 

for studies in Western Province. Mumias sugar scheme is always 

referred to as the most successful of all the sugar schemes in Kenya. 

This in itself creates an interest for studies in the area.

3.1 BACK GROUND OF THE CREfl

~ ~ " ~1 1- 7he Mumias sugar project took its name from Mumias Trading 

--n-re L'̂ 1ch is the largest town situated within the project area, 

jglumias is the headquarter of the Mumias Administrative Division.
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Mumias Division is within the Kakamega District in the Western Province 

of Kenya. Mumias Trading Centre is situated 0° 20’ North, 34° 29*

East (60). Kisumu is some thirty-five miles south-east by road. 

Kakamega town lies some seventeen miles due east of Mumias.

Mumias is well served by main roads, being on the second main 

Kisumu-Busia-Oinja road. It is connected through Bungoma with the 

Kisumu-Kakamega-Tororo road. The road connecting Mumias to Bungoma is 

tarmaced. The nearest airfield is at Kisumu, but unused airstrips 

exist at Kakamega and Bungoma. Figure I in the appendix shows the 

location of Mumias area.

Climate. The mean rainfall in the area is about 76 inches (1948.7 mm) 

per annum (60). This rainfall is fairly distributed throughout the 

year. Sugar-cane cultivation requires rainfall of about 60 inches 

(1538.5 mm) in a year.

High temperatures are a common phenomena in Mumias area. The

mean monthly maximum temperature are about 30°C especially during the

months of December to February. The mean minimum temperatures are

about 13 C. The mean maximum range is 17°C while the mean minimum

range is 13°C. These high temperatures in the area are partly

dependent on high sunshine hours which averages about 2835 hours per

year (60). The low minimum temperatures of about 13°C and the high

sunshine hours ensure a high juice purity in the cane throughout the 

year.

Another aspect of climate in Mumias area is 

of> hailstones.

the frequent occurence

This presents a lot of problems to the farmers.
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The People. The tribal group in Mumias area is the flbaluhya and the 

clan is the Abawanga. As such, the nature of the population structure 

is homogenous and the customary procedures are uniform.

However, the entire outgrowers area include parts of Marama, 

Butsotso, Bunyala, Marachi and Bukhayo locations as well. The first 

three are clan locations bordering the Mumias Division in Kakamega 

District. The last two are clan locations in Busia Disctrict. Parts 

of Bungoma District are also included in the outgrowers area. The 

study covers only the three clan locations of Mumias Division i.e.

North Wanga, East Wanga and South Wanga.

Topography and Ecology. The general formation of the area around 

Mumias is an ancient peneplain cut by the valleys of the river Nzoia 

and its distributaries, notably the Lusumu river. The peneplain 

topography offers a suitable environment for agricultural development, 

especially for cane cultivation which requires heavy mechanization.

The peneplain too offers an environment suitable for road construction 

which plays a very important role in cane cultivation and transportation 

to the sugar factory.

Broadly speaking, the area is covered with savana vegetation and 

an association of low fire-resistant trees with tall bunch grasses.

Both the topography and vegetation lend themselves with comparative 

to the necessary drainage and cultivation requirements. In 

dition, there is extensive and conveniently distributed soil suitable 

the production of sugar-cane. The Nzoia river provides a permanent 

mater to the sugar factory all the year round. Lastly, the 

^ from the factory is easily transported to Bungoma using the
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tarmac road, and finally to Nairobi by rail.

3.2 AGRICULTURAL AND OTHER ECONOMIC ACTIVITIES

Agricultural development in Mumias area had been mainly in terms 

of subsistence farming. The most important food crops were cassava, 

sorghum and fingermillet. Maize was the main cash earning crop. 

However, of late, maize has taken over as the major food crop as well 

as the second cash crop to sugar-cane.

Cane was grown even before the sugar factory at Mumias, but this 

was in small quantities to be supplied to the jaggery factories in the 

area. Some of these jaggery factories still operate. The sugar 

factory at Mumias has brought about some drastic changes in the 

agricultural activities. Sugar-cane is now grown in large quantities 

and most farmers put much of their land under sugar-cane cultivation, 

for instance, the average size per holding for the sample of fourty- 

five farmers in this study is 5.4 acres while the average size of cane 

farms for the same sample is 3.1 acres. This cane farm size is 

expanding,especially when new cane is planted. This has resulted in 

the reduction of the cultivation of maize, cassava, sorghum and finger- 

millets. The farmers thus have to purchase much of their food using 

the earnings from sugar-cane. This has resulted into increased volume 

of trade activities in the area. Maize as the major food crop has to 

be purchased from the markets, especially during the months before the 

harvest. Much of the maize on the markets is from the nearby areas 

Rift Valley Province.

With reference to livestock, cattle, goats, sheep and poultry
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are reared, but not for commercial purposes. However, the number of 

livestocks heads, especially cattle, goats and sheep has been falling. 

The farmers complain that now because of sugar-cane cultivation, they 

do not have enough extra land for grazing their animals. Hence, they 

have to reduce the number of heads per livestock.

Many local young men have found wage employment either in the 

sugar factory or on the sugar-cane farms. This, plus the cash earnings 

from cane cultivation have resulted in more money being in circulation 

in Mumias Division. This in turn has led to increased prices of some 

food items in the division. For example, during field work, the 

author found out that the price of a cup of tea in Mumias hotels was 

eighty cents. This was more than twice the price in adjucent areas of 

Busia District where the effect of sugar-cane growing has not yet been 

felt much.

3.3 SAMPLING AND COLLECTION OF DATA

Sample Selection. Sugar-cane growing in Mumias area is mostly concent

rated in the three administrative locations of Mumias division. These 

are the North Wanga location, East Wanga location and the South Wanga 

location. Thus the cane supplied to the Mumias sugar factory comes 

mainly from the Abawanga people. Consequently, the research or data 

collection was done in the three administrative locations of Mumias 

divisions only. A sample of forty-five'" farmers from a population of 

eighty-one was selected as described below.

In each location, one sub-location was selected by random means. 

Thxs was done so as to give each sub-location in a given location an

T
i • Due to time and financial constraints, the total population size 

sighty-one farmers (households) could not be interviewed.



22

equal chance of being selected to the sample. This gave three sub- 

locations as shown in Table IV below. The three sub-locations arrived 

at were Koyonzo in North Wanga, Lureko in South Wanga and Eluche in 

Cast Wanga. The three sub-locations are indicated in Figure II in 

the appendix.

TABLE TV

THE SAMPLE SELECTION RESULTS

Location
Sub-

Location
Field
Blocks

Selected 
Plots (farmers)

Total Plots 
(Farmers)

North-Wanga Koyonzo 2 15 27

East-Wanga Eluche 2 15 28

South-Wanga Lureko 2 15 26

Total 3 6 45 81

Source: Author's Survey Design.

In each of the three sub-locations a random sample of two field 

blocks was selected from those fields that had their cane harvested in 

lEd. Field block numbers and the farmers (plots) within each field 

block were obtained from the records provided by the field officers of 

the Mumss Sugar Company. Each fielc block had plots less than fifteen, 

snce two field blocks per sub-location so as to get fifteen plots per 

sub-location. Finally, a random sample of the fifteen plots (farmers)

,. 8 selected from the two field blocks in each sub-location. Thus in 

® 1 a Sample of fourty-five farmers was arrived at and consequently

interviewed.

rior to interviewing the sample of fourty-five farmers, five
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farmers mere randomly selected and interviewed in Matungu sub-location 

in North Wanga for the purpose of testing the questionnaire.

r n l lection of Data. Field collection of the data started in January 

1979 and continued for about ten weeks. Those selected farmers within 

one administrative sub-location were interviewed all before proceeding 

to another sub-location. Again, selected farmers in a given field 

block were interviewed all before proceeding to the next field block 

in the same sub-location.

The interviews were conducted using a structured questionnaire 

given in the appendix. Most of the respondents were co-operative and 

willing to answer all the questions put to them. The only exceptions 

were the questions concerning the other sources of income apart from 

sugar-cane income, and the food expenditures. In the first case, the 

answers were not easily and freely coming. While in the second case, 

it was the absence of any records kept by the farmers and the consequent 

difficulties.of recall that contributed to the problem. Consequently, 

the interviewer (author) sometimes had to resort to probing questions.

It was, however, surprising to note that income from sugar-cane . 

growing was not a secret matter. Almost the entire population of 

grown-ups in a given field block seemed to know what each farmer in 

the block got from his/her sugar-cane harvest.

DATA COLLECTED

Because the study was intended to determine the level and to 

6SS determinants of rural saving, the type of data collected 

red mainly on two items i.e. household disposable income and house-
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hold consumption expenditure in a year. Savings is then derived as 

a residual of income after deducting the total of the several 

expenditure outlets. Informations concerning the other possible 

determinants of saving were also collected. These included household 

size, wealth assets held, age and education level of the household 

heads. Following are specifications of the areas of data collected.

Household Disposable Income. The household disposable income is the 

amount of income that households actually receive and thus have available 

for spending. In normal cases it is equal to household factor earnings 

plus distributed profits paid to households that own the firm minus any 

income taxes on these earnings. Household disposable income in the 

rural areas where it only accrues from small-scale farm activities is 

not taxed. Hence in rural farm households, disposable income is equal 

to cash earnings. It can be either spent on consumption and/or saved.

Income in the rural areas accrues from farm activities as well as 

from non-farm or off-farm activities. The farm income includes the 

revenues from the sell of crops, livestock and livestock products. The 

ofr-iarm income is mainly made up of salaries and/or wages, income from 

business undertaking and financial assistance (remittances) from urban 

and non-urban relatives who have wage employments.

Household cure. All the amount of money spent on both durable

and non-^urable goods are recorded as expenditures for the year 1978. 

his includes expenses in 1978 on wealth assets such as the purchase 

bicycles, radios, etc. Specifically, household consumption 

Penditure includes expenses on Food, clothing, light and fuel, 

ation, medical treatment, bridewealth and expenses on social
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functions and ceremonies. Debts paid during the year were also added 

to total consumption expenditure.

pniiRehold Savings. Saving conceived as a "non-consumption intentionally 

brought about by voluntary abstention from consumption of parts of 

personal or disposable income. However, it should take place for the 

purpose of an ultimate or temporary formation of assets. Among forms 

of saving are deposits on savings accounts, payments to building 

societies, premium payments to insurance companies and acquisition of 

newly-issued securities.

Savings in this study is required in money terms, i.e. the 

residual part of the cash income after deducting all the expenditures.

As such, the purchase of durable assets and/or securities are not 

considered as part of savings. Savings as a residual (surplus) income 

is that sum of money which if possible could be found in saving 

institutions as deposits on saving accounts or in homes as hoarding.

Other Data Collected. Data concerning the specifics of a household was 

also recorded. This included household size, number of those in the 

household attending school, the age and education level of the house

hold head. In defining and identifying a household unit, the IRS

30) definition was used. A household comprised a person or 

Persons normally living together under one roof or several roofs within 

he same compound or homestead area. The persons had to be sharing a 

BpWnunity 0f iife by their dependence on a common holding as a source 

■ ^nc°me and food. Lastly, the food normally but not necessarily 

^Wolved eating from a "common pot".
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As already noted, the level of wealth assets held was also 

recorded. The valuation of assets was one of the most difficult 

aspects of the enumeration work. A fairly high degree of subjectivity 

judgement on the part of the enumerator (author) was involved in 

computing wealth assets. Land was valued on the basis of the average 

price per acre prevalent within the area, multiplied by the total 

holding area. The holding here referred to a farm land being managed 

as a single economic unit under the overall control and direction of 

the household head who was referred to as the holder. Buildings, farm 

equipment, transport equipment and domestic furniture were valued on 

the basis of the discussion with the respondents. The general condition 

of the later assets and their current prices when new were taken into 

account. Livestock was valued on the basis of the current local market 

price.

referred to tangible properties owned by a household. Hence 

■evel of wealth assets included the total value of both domestic 

and non-domestic household assets.
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LEVEL or INCOME, EXPENDITURE, SAVINGS AND OTHER VARIABLES 

4.1 INCOME

In explaining household saving, interest focuses on the income 

patterns in the sample studied. This is because household income is 

regarded under economic theory to be one of the major determinants of 

household saving. This has also been found in empirical studies as 

given before in Chapter 2. The structured questionnaire in Appendix 5 

shows in part how disposable income was arrived at. The compiled raw 

data of income thus collected is given in Appendix 1.

The lowest disposable income collected was K9s. 3,105.10 while the 

highest was K9s. 49,700. 80 per annum for 1978. This gives an income 

range of K9s. 46,595.70. This is quite a big range and it signifies a 

large difference in one year's incomes within the area. Income from 

sugar-cane ranged from K9e. 2,686.00 to KSs. 48,900. 80, while income from 

other sources ranged from nil to K9s. 26,400.00. Therefore, the large 

difference in yearly incomes within the sample may largely be due to 

the big range in incomes from sugar-cane. The median income was 

KJc. 1,752. 50. This is lower than the mean income which was (Os. 21 ,770.00. 

The mean income is higher than the median income because there are 

sxtremely high incomes pulling the mean up. The standard deviation of 

he income figures is (Os. 4,311. This is fairly large and it shows 

hat the incomes are scattered widely about the mean income. These 

filiations in income figures are presented in Table V below.
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table: v _

TfirnME VARIATIONS OF FOURTY-FIVE SUGAR-CANE FARMERS IN MUMIAS IN 1978

income items HIGHEST LOWEST RANGE MEAN

SHILLINGS

Aggregate Disposable 
Income

49,700.80 3,105.10 46,595.70 21,770.00

Income from 
Sugar-cane 48,900.80 2 ,686.00 46,214.80 16,294.10

Income from 
Other sources 26,400.00 0.00 26,400.00 5,476.00

Source: Author's finding.

Table VI belouj gives the frequency distribution of the sample 

farmers according to seven income brackets. The table shoms that over 

half (about 24) the sample farmers had yearly disposable incomes less 

than the mean income. The highest model class had incomes ranging from 

Kk , 3,105.00 to K3s. 9,805. 00. The highest model income is given as being 

K3:. 6,455.20. Figure III below shows the distribution of the farmers 

according to income. The distribution is skewed to the right (i.e. 

positively skewed). The distribution gradually tapers off into a 

rimodal distribution as incomes become higher.



Tur DISTRIBUTION OF FOURTY-FIVE FARMERS BY INCOME BRACKETS 1978

Income Class Intervals Class Mid-Points Frequency

3,105.00 - 9,805.00 6,455.00 12
9,806.00 - 16,506.00 13,156.00 10

16,506.00 - 23,207.00 19,857.00 4

23,208.00 - 29,908.00 26,558.00 6
29,909.00 - 36,609.00 33,259.00 6
36,610.00 - 43,310.00 39,960.00 2
43,311.00 - 50,011.00 46,661.00 5

Source: 

FIGURE III

Survey data of the study.

DISTRIBUTION OF THE FARMERS ACCORDING TO INCOMES - 1978

Number of 
Farmers

Income (Shillings 00')

Source: Survey data of the study
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As already stated above, the mean total income for the sample mas 

K9k. 21,770. 00. Table VII belom shams the contribution of incomes from 

sugar-cane groming and of incomes from other sources. Income from 

sugar-cane groming is 74.8 per cent of the total annual income, rnhile 

income from other sources is only 25.2 per cent. This clearly shoms 

the importance of sugar-cane groming as a major source of income in 

Mumias area.

TABLE VII

INCOMES OF AN AVERAGE HOUSEHOLD IN MUMIAS DIVISION IN 197B

Source K Sis. Proportion 
of total 
Income ($)

Sugar-cane 16,294.00 74.8

Others 5,476.00 25.2

Total 21,770.00 100.0

Source: Author's finding.

The other sources of income are divided into four categories as
i,

given in Table l/III belom. Income from business accounts for the

greatest percentage (40.8), rnhile income from other crops and animal

products accounts for the least percentage (10.2) in this group.
hese are respectively 10.2 per cent and 2.6 per cent of the mean total
income. The business activities carried out by the farmers in the

v mple mere mainly buying cattle and slaughtering them for sell, buying

n selling of fish, local breming of liquor and operating small kiosks

shops.. The.large contribution of income from business probably 

indicafpc* 4-u i.s ihat there is much money in circulation in Mumias area. The
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later makes it possible for more buying and selling of commodities in 

the area. The small contribution of other crops and animal products is 

an indication of the fact that most other crops (apart from sugar-cane) 

are grown mainly for subsistence purposes. This may also be due to 

the fact that the number of heads per livestock is decreasing.

Employment was mainly the wage or salaried employment within the 

area and not in urban centres outside the area. Employment in this 

case referred only to that of the household head. The good contribution 

of income from employment (30.1^) in this group in Table VIII is an

evidence of the increased employment opportunities within the Mumias 

area. The types of employment identified were mainly teaching, civil 

service and employment in the sugar company.

TABLE VIII

I NOONES hROM OTHER SOURCES nr pm AVERAGE HOUSEHOLD IN MUMIflS DIVISION

IN 1978

Source , . K3s.
Proportion of total 

income in this category
Proportion of 
Total Income

% %

Other crops and 

animal products
558.15 10.2 2 .6

Remittance 1 ,036.45 18.9 4.8

Business 2,231.40

C
D•

O 10.2
Bmployment 1 ,650.00 30.1 7.6

Total 5,476.00 100.0 25.2

Source: Author's finding.
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Remittances mere mainly from family members (sons and daughters) 

u,ith wage employment either within the area or in the urban centres in 

the country. The contribution of remittances to total income shou/s 

that inspite of the high earnings from .sugar-cane growing in Mumias 

area, a sizeable amount of money is still being transferred from 

urban areas into Mumias area. However, the Mumias Sugar Factory and 

the sugar-cane farms provide some local employment for the young 

members of the households who remit part of their earning to the house 

hold heads (parents).

Previous studies and findings show that in rural areas with few 

cash crops, the agricultural sector’ 6 income is less than the non- 
agriculatural sector's income. In otherwords, the off-farm income is 

often higher than the farm-income. For example, Ochoro, (52) found 

that off-farm income accounted for 57 per cent of the total income in 

the rural areas of Bungoma, Kisumu and Siaya districts. The IRS 

1974/75 (34) also showed that off-farm incomes accounted for 52.5 per 

cent of the total household income in Western Province. The correspon 

in9 figurps for Central and Coast Provinces were 50 per cent and over
I

70 per cent respectively. However, from Tables VII and VIII farm 

income contributed for a higher percentage (77.4) of total household 

income for this sample of sugar-cane farmers in Mumias. This outcome 

or Mumias area is mainly due to high contribution of income from 

Su--r-cane growing. Consequently, the importance of non-agricultural 

-tor as a source of income has changed in favour of the agricultural 

for the sugar-cane growers in Muias area.



4.2 EXPENDITURES

As already stated earlier in Section 3.4.2, all the amount of 

money spent on both durable and non-durable goods were recorded as 

expenditures. It also included debts paid during the year. This was 

done so as to get the residual amount after deducting the total of 

all the expenditure items from the year's total disposable income.
i
I

The mean total expenditure for 1978 was found to be Kir. 17,555. 80 

as given in Table IX below. The proportions of the various expenditure 

items show that food occupied a sizeable (highest) amount of the total 

expenditure. The amount occupied by food alone is 48.5 per cent of 

the total expenditure. The corresponding figures given in the IRS (34) 

1974/75 is 63.4 per cent for the entire Western Province, and the 

findings of Massel’s (48) study was 56.9 per cent for Central Province. 

It  may therefore be said that the highest expenditure item for the rura 

people is food. This tends to reinforce the popular assertion that 

poverty still exists in the rural areas of most developing countries. 

The people in the rural areas of these countries still strive to meet 

their subsistance (basic needs) requirements.

The second item of importance in the expenditure outlets is the 

purchase of durable goods. This accounted for 16.9 per cent of the 

total expenditure. The durable goods purchased were mainly beds and 

mattresses, bicycles, the construction of mabati (iron sheets) houses, 

radios and music instruments.

Expenses on education occupied 10.0 per cent of the total 
xpenditure. Most of the farmers in Mumias area tend to keep school
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age schildren at home to help with the u/ork on sugar-cane farmsf 

especially for weeding. For example, out of the mean household size 

0f 7.5 persons, there is a mean size of school age persons of about 5 

and only about 3 of these attend school. Still, those who attend 

school are not regular attendants. During the season of heavy farm 

work, those who attend school could be found'at home with an excuse of 

no school fees. Some of the big boys in the household have preferred 

to work on the cane farms for weekly or monthly wages rather than go 

to school. The education expenses identified included school fees 

(tuition fees) as well as money paid for construction and activities 

in schools.

Expenses on clothes and dresses accounted for 7.7 per cent of the 

total expenditure. It is a general understanding in Mumias area that 

it is during the sugar-cane harvest and payment that members of the 

household expect gifts from the household head. Normally these gifts 

are in terms of clothes and dresses to the wives and children of the 

household unit. The expenses on clothes and dresses would most 

probably be lower than 7.7 per cent of the total expenditure during the 

years of no sugar-cane harvest in the household.

Expenditure on ceremonies occupied 5.8 per cent of the total 

expenditure. This is a clear indication of customary obligations 

that still exist in this part of the country. Quite often the clan 

elders approach a farmer who has just cut his cane and inform him of 

th e  customary activities he has not performed. Failure to carry out 

hese customary activities is normally excused on the fact that there 

8S no mor>ey. But when cane is harvested the clan elders know that
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there mill be money and so the possibilities of being able to perform 

the customary obligations one has. These customary functions mere 

identified to include mainly honouring a dead person and carrying out 

circumcision exercises on the young male members of the household.

Bridemealth (domry) payment mas 3.6 per cent of the total 

expenditure. This mas mainly the domry payments on behalf of the sons 

of the household whan they married. It mas houever, surprising to note 

that even household heads of over sixty years of age married additional 

uives mhen they received their sugar-cane payments.

Medical payments occupied 3.4 per cent of the total expenditure.

This medical payments.included direct medical treatment fees and 

travelling expenses to and from hospitals. The 3.4 proportion occupied 

by medical expenses shorns that inspite of the free medical treatment 

offered by the Government, the people of Mumias still spend a sizeable 

amount of money on this item. This may be partly because, the nearest 

Government hospitals for the people of Mumias are at Bungoma and 

Kakamega tomns mhich are about tmenty miles amay. This tends to increase 

the total medical expenditure due to the transport fares charged to 

and from the hospistals. Homever, the Bungoma and Kakamega hospitals 

serve a mhole district each. As such, they are normally full of 

patients. Consequently, most Mumias people tend to attend a mission 

hospital wihin Mumias division which charges fees for treatment. This 

Mission hospital is situated near Mumias township and patients from 

ar off sub-locations within the Mumias division have to pay for 

transport fares to and from the hospital. This mission hospital is 

Widely reputed in Mumias division and the adjoining areas to provide
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good medical facilities and treatment. This results into the people 

being attracted more to the mission hospital than to the Government 

free hospitals.

The last two major items of expenditure were labour wages and 

harambee (fund raising) contributions. Labour wages occupied 2.9 per 

cent of the total expenditure. The labour wages were paid mainly for 

weeding on the cane farms. Only those household headis with monthly 

salaries (e.g. teachers) tended to have casual labourers for other 

work in addition to cane weeding. The harambee contributions accounted 

for the least percentage (1.1) of the total expenditure. Included 

together with harambee contributions were gifts to relatives outside 

the household unit and the payment of debts.

TABLE IX

EXPENDITURES OF AN AVERAGE HOUSEHOLD IN MUMIAS DIVISION IN 1978

Outlets K9b.
Proportion of total 

Expenditure (̂ )

Food 8 ,5 3 4 .3 0 48 .6

Durable Goods 2 ,9 6 6 .5 0 16 .9

School Fees 1 ,7 5 5 .8 0 10 .0

Clothes and Dresses 1 ,3 51 .0 0 7 .7

Ceremonies 1 ,0 2 5 .5 5 5 .8

Bridewealth 624 .00 3 .6

Medical Treatment 598 .45 3 .4

Labour Wages 508 .60 2 .9

Harambee Contributions 
and others

191 .60 1.1

. Total 17 ,5 55 .8 0 100 .0

Source: Author's finding.
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4.3 SAVING RESIDUAL

From the mean cash income and the mean total cash expenditure 

of K3s. 21 ,770. 00 and K9s. 17,555. 80 respectively, a mean saving residual 

of KTs.4,214.20 is arrived at. This figure of the saving residual 

would therefore include both financial hoarding at homes and probable 

saving deposits in financial institutions. The saving residual 

figure is an estimate of the cash surplus that the Mumias sugar-cane 

outgrowers in the sample experienced as a result or during the year 

of their cane harvest. This figure of the saving residual is most 

likely to be much lower for the sample during the year when their cane 

crop is not harvested. This should be expected since sugar-cane 

income alone accounted for over seventy per cent of the total cash 

income as given in Table VIII above. A reduction of about seventy per 

cent in the annual total cash income would result in a much lower 

figure for the saving residual. This would be so even if total 

expenditures were to fall. This is because it takes time to adjust 

expenditure patterns, and households would most likely borrow to try 

to maintain their expenditure patterns. As such, their total 

expenditure cannot fall proportionately as income.

The saving residual figure for this sample of Mumias sugar-cane 

growers is 19.4 per cent of the total cash income. However, there is 

some reason to expect that cross-section data may exaggerate the 

saving residual and/or the saving-income ratio. This is because 

lower income households, for example, may include many whose incomes 

are depressed by temporary factors. These households therefore, 

dissave more than they would if they expected their current incomes

r
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to be longer lasting. Likewise, higher income'households may include 

those who are temporarily rich and who save more than would be normal 

for that income level. A tabular presentation of the derivation of 

the saving residual is given in Table X below.

TABLE X

SfiVIMCS REEITL'AL nr A'.'LRAGE -G'JSE^LD T! '-’L'̂ IAS CIl/ISIC: in 1975

K3s.
Proportion of 
total income

%

Total Income 21 ,770.00 100.0
Total Expenditure 17,555.80 80.6

Saving Residual 4,214.20 19.4

Source: Author*s finding.

The least saving figure was K9isr2,435.85 while the highest was 

K9e. 16,743.00 for this sample of sugar-cane farmers in Mumias. The 

range in the saving figures is therefore K9e. 19,178.85. The standard 

deviation for the saving figures is 5,068 which is higher than 

the mean saving figure of K9s. 4,214.20. This shows that the saving 

figures are widely distributed around the mean figure. Table XI 

below shows saving figures grouped into seven saving brackets. About 

half (25 farmers) the sample size of fourty-five farmers had savings 

less than the mean value. The substantial mean saving figure of 

K3e.4,214.20 must have been brought about by the few extreme positive 

figures for savings as shown in the table below.
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table; xi 
■— ‘

DISTRIBUTION OF FOURTY-FIVE FARMERS BY SAVING BRACKETS 1978

Saving Classi Interval Class Mid-Points Frequency

K9s.

-2,435.00 - 315.00 - 1 ,060.00 14

316.00 - 3,066.00 1 ,691.00 8l

3,067.00 - 5,817.00 4,442.00 6
5,818.00 - 8,568.00 7,193.00 8
8,569.00 •m 11 ,319.00 9,944.00 5

11,320.00 - 14,070.00 12,695.00 3

14,071.00 - 16,821.00 15,446.00 1

Source: Survey data of the study.

Like the distribution of the income figures, the saving figures 

also have a positively skewed distribution. However, the saving figures 

exhibit bimodal distribution unlike the income figures which showed a 

trimodal distribution. The bimodal distribution of the saving figures 

is clearly depicted in the figure IV below. The modal saving figure 

is negative (i.e. K9k. -1 ,060.00) and the modal saving class is from 
9b. -2,435.00 to K9b. 315.00. This may indicate that most sugar-cane 

farmers in Mumias area experience negative savings, and that only a 

few of the farmers experience large positive savings. The later 

tends to overide the former and so a positive figure for saving as 

estimated in this sample is arrived at.

4



40

DISTRIBUTION OF FARMERS ACCORDING TO SAVINGS - 1978

FIGURE IV

Number of 

Farmers

Savings (Shillings 00’) 

Source: Survey data of the study.

4* 4 DATA ON OTHER VARIABLES

As already said earlier, information on the other possible 

determinants of saving was collected. This included information on 

the household size, education level and age of the household head 

3nd wealth assets.
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The smallest household size recorded mas three persons. The 

largest household size mas thirteen persons. The average household 

size estimated mas 7.5 persons per household. The standard deviation 

of the household sizes in the sample mas about 2.5. This shoms that 

the household sizes in the sample mere closely scattered about the 

average household size. An average of about three persons in a house

hold mere attending school.
i
I

The household head mas the registered omner of the holding. He 

or she mas considered to be the supreme decision maker in the house

hold unit. There mere fourty-tmo male household heads, the other 

three mere female (midoms). The lomest age of the household head 

mas tuienty-eitht years, mhile the highest mas seventy-six years. The 

average age of the household heads for the entire sample mas 49.6 

years.

The level of education of the household head mas approximated to 

the number of years spent in school. Tmenty-one out of the fourty- 

five household heads had zero level of education (i.e. never ment to 

school). Only three household heads attended school up to form- 

four (i.e. eleven years of school). There mas no household head mith 

more than eleven years of school. The average level of education 

among the household heads mas estimated to be 2.7 years of school.

The minimum value of household assets recorded in the sample mas 

^•7,297.00 and the maximum value mas K3s. 46,180.00. The mean value of 

wealth assets mas K5s. 19,952.00 for the entire sample. Prominent 

among the non domestic assets mere the iron-sheets roofed houses, 

livestock, land and bicycles. Farmers complained that they mere

t
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reducing the number of livestock heads due to increasing shortage of 

grazing land. More and more land is being brought under sugar-cane 

cultivation thus reducing the area available for other crops and for 

livestock grazing. Iron-sheets roofed houses are increasing in number.

It is a tendency among sugar-cane growers in Mumias to construct iron- 

sheets roofed houses when they get paid for their sugar-cane. One 

reason to this may be that as more and more land is used for sugar

cane cultivation, less and less grass is available for house roofing. 

Hence the purchase of iron-sheets for roofing houses. Land is . 

becoming more and more scarce in Mumias sugar-cane area. Due to 

sugar-cane growing, every landowner would like to keep his land. As 

such, there is very little land available for sell in Mumias area.

This has led to a sharp increase in the price of land per acre in the 

area. For example, price per acre in the area is about KTs. 1 ,000.00 

while it is about K3s.500.00 in adjacent areas with no sugar-cane 

cultivation. Consequently, it is not easy for farmers in Mumias area 

to increase their land holding size. The price of land is likely to 

increase further, thus tending to increase the value of land holding. 

Bicycles are increasing in number in Mumias area due to sugar-cane 

cultivation. Bicycles are very convenient for communication in rural 

areas with small paths. Hence the increase in number of bicycles in 

Mumias area as farmers incomes increase, making possible the purchase 

of more bicycles.

The most prominent domestic assets were radios, musical instruments, 

lamps, beds, mattresses, chairs, stools, tables and cupboards.

7
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One of the common relations in macroeconomic analysis is that - 

in equilibrium savings is equal to or identical to investment. It 

u/as not one of the aims of this study to establish and/or analyse 

the amount of investment by the farmers in the sample of Mumias

sugar-cane outgrowers. However, as it was pointed out in Chapter One, 

it is most likely that in rural areas, savings may be greater than 

investment, it is because of the greater element of cash hoarding 

in homes that makes rural savings be higher than investment.

In rural areas, investments can be on farm and/or on non-farm 

activities, in this study, investments on the farm and on non-farm 

activities during the years prior to the year of study mere recorded 

as part of wealth assets. Investments or the purchase of investment 

assets during the year of study were recorded as part of the year’s 

total expenditure. As it was stated before, this was done so as to 

get the year’s cash surplus as savings.



44

5. SAVINGS AND DETERMINANTS

5.1 THE MODEL

Savings as indicated by cash surplus is given as a function of 

the annual cash income, the level of wealth assets held and the size 

of the household. An assumption is hereby made that the functional 

relationship is linear. Hence a multiple linear function with natural
i

numbers is used.
• i

The version of the savings function used is that relating to the 

Keynesian Absolute Income hypothesis. Assuming one explanatory

variable, income (Y), the function can be presented thus:

i. e. Co + So - Y

Co = ao + boY.

So = Y - Co

Hence So = Y - (ao + boY) = - ao + (1 - bo) Y

Where Co = Consumption:

So = Savings:

Y = Income:

ao = Autonomous consumption and is equal to autonomous

saving (dissaving) when its sign changes:

bo = Marginal propensity to consume, and is positive but

less than unit:

(1 - bo) = Marginal propensity to save with respect to changes

in income:

The model relates consumption and savings to the absolute income earned 

by a household in the income array of the relevant sample. The last
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equation in the model is the formal rationalization for the view that 

savings are a residual.

The function to be used in this study will be similar to the last 

equation in the above model but will consist of three explanatory 

variables. This function may be summarised as following:

S = b + b,Y + b„W + b„H + e 
O 1 2. o

Where S = the savings residual as shown by cash surplus;

Y = the total cash (disposable) income for one year;

W = the level of wealth assets held by the household at the 

beginning of the year;

H = the household size i.e. the household head plus his or 

her dependants during the year;

b = the constant term;0

b. = the income coefficient;1

b2 = the wealth assets coefficient; 
b^ = the household size coefficient; and 

e = the error term.

The theoretically anticipated sign of the constant term (bQ) is 

negative. This is an indication of the household being in debt. The 

size of bQ shows the amount of money borrowed to facilitate the house

hold's consumption expenditure when the explanatory variables (Y, W,H) 

remain constant. The coefficient b̂  has a theoretical positive sign. 

This is because the increase in disposable income, other variables 

remaining constant, should result in an increase in the saving residual 

and vice versa.

r
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An important conceptual issue that arises in measuring savings 

and investment relates to the treatment of consumer durables and other 

uiealth assets. These are sometimes treated as capital expenditure and 

hence as saving and investment. They are sometimes also treated as 

current expenditure and hence as consumption items. There exists some 

differences among economists on the appropriate treatment of consumer 

durables in saving studies. Friend I. and Lieberman C. (20) using 

data on household surveys collected by the Federal Reserve Board of 

the United States in 1962 and 1963 estimated saving functions with 

changing signs of the mealth asset coefficient depending on the farm 

of the regression function used. Professor Weber of the Department 

of Agricultural Economics, University of Nairobi is of the view that 

wealth assets should have a positive effect on savinĝ . While 

according to Ouster F. T. and Taylor L. D. (27), the stock of wealth 

assets should have the same (qualitative) effect on saving that the 

stock of automobiles, say, has on the sale of new cars. A large stock 

of automobiles has a negative effect on the sale of new cars. There

fore, a large stock of wealth assets should also have a negative effect 

on saving. Similarly, Friend 3. and Taubman P. (21) noted that when 

wealth assets are allowed for in the regression, they seem to have a 

negative effect on saving. One assumption here is that the wealth 

asset items can easily be converted into cash. Consequently the 

anticipated sign of b  ̂ cannot be ascertained.

Finally, an increase in the household size leads to an increase 

in consumption and other expenditures, thus reducing the size of the 

saving residual and vice versa. Therefore, b^ is expected to have a 

negative sign. The error term (e) includes all the possible errors

5. Private discussion, 3anuary 1980.



47.

that are made in predicting saving in the regression function.

A second function inhere saving is given as a function of income 

from sugar-cane and income from all other sources as the tuio other 

regressors mill also be estimated. This should indicate the importance 

of sugar-cane income in determining the saving residual.

5.2 THE CORRELATION RESULTS

The correlation analysis mas first carried cut as a pre-check 

mechanism to enable the identification of the type of relationships 

existing among the variables. This also helped to confirm mhich 

variables to include in the regression analysis. The computed 

correlation matrix is as shomn in Table XII belom.

TABLE XII

THE CORRELATION MATRIX OF THE VARIABLES SPECiriED BELOW 0 )

S Y W H • N - G D

s 1
Y .95 1
W .19 .22 1
H .05 .13 .28 1
N .10 . 1 6 V

O
C

M• .70 1
G -.05 -.05 i • □ C

D -.08 -.07 1
D .22 .25 -.07 -.29 - .1 2 -.63 1

Source: Survey data of the study.
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Note. S = Saving residual (cash surplus);

Y = Total cash income per annum;

W = Wealth assets held;

H = Household size;

N = Number of children in the household attending 

school;

G = Age of the household head; and I 

D = Education level of the household head.

The coefficients of simple correlation given in Table XII above 

indicate:

a) That the strongest relationship is between income and the saving 

residual, and that the two move closely in the same direction;

b) That there is a strong correlation between the household size 

and the number of children in the household attending school, 

and that this correlation is positive;

c) That the age of the household head is more correlated with the 

education level of the household head than with the other 

variables. The two move in the opposite direction.

The table of correlation above shows that of the possible 

determinants of the saving residual, only income has a siginificant 

relationship with the saving residual. The relationship between the 

two is significant at both one per cent and five per cent levels 

with degrees of freedom equal to fourty-five. The other determinants 

have no significant relationships with the saving residual at either

i
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of the tiuo levels. It can therefore, be concluded that although there 

is some relationship between the saving residual and the other deter

minants, these relationships are not significant for the sample 

studied. Morever, the relationships between the saving residual 

and the wealth assets held and between the saving residual and the 

household size are positive. In the later case the theory stipulates 

a negative relationship.

As already stated above, there is a relatively strong correlation 

between the household size and the number of children in the household 

attending school. There is also a relatively strong but negative 

relationship between the age and education level of the household head. 

There is likely to be problems of multicollinearity if both the two 

variables in each case are included in the regression model as some of 

the explanatory variables. To avoid this problem in the first case, 

and for simplicity of the whole function, only household size will be 

included in the regression model as one of the regressors.

Table Xin below presents the relationships between the saving 

residual, income from sugar-cane and income from other sources. In 

the Table Yc refers to income from sugar-cane growing, Yo refers to 

income from all other sources while S is the saving residual. It was 

shown in Table VlUthat the other sources of income included other crops 

and livestock products, remittances from relatives, business undertakings 

and mage or salaried employment. The computed correlation matrix for the 

three variables is as follows:
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TABLE xiit

ICOME FROM OTHER SOURCES.

Saving Income from Income from
Residual sugar-cane other sources

<s) (Yc) (Yo.)

Saving - 
Residual (S)

Income from
Sugar-cane (Yc) .81 1

Income from
other sources (Yo) .55 .07 1

Source: Survey data of the study.

The table above shou/s that there is a stonger relationship 

between the saving residual and the income from sugar-cane growing.

The correlation coefficient between the two variables is positive, 

indicating that they both move in the same direction. The relationship 

between the saving residual and income from other sources is not 

equally strong. The later relationship is also positive. Both 

relationships are however, significant at one per cent and five per 

cent levels with degrees of freedom equal to fourty-five. Finally, 

there is a very weak relationship between the income from sugar-cane 

and the income from other sources. There is therefore, no serious 

problem of multicollinearity if the two variables are both included 

in the regression model as some of the independent variables.

The reason for splitting the income variable follows from the 

information presented in Table VII on Page 30 where sugar-cane

T'
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income alone accounted for over seventy per cent of the total income. 

It mould therefore, be of interest to observe the relationship betmeen 

the income from sugar-cane alone and the saving residual. It mould 

also be of interest to observe the causal relationship betmeen the 

tmo variables as mill be presented in the regression analysis belom.

5.3 REGRESSION RESULTS

The regression analysis mas carried out mith respect to the 

folloming assumptions.

a) That the annual amount of the saving residual is determined or

influenced by among other things, yearly disposable income, house

hold size and the level of mealth assets held by the household.

In othermords, the variations in the saving residual are 

explained by changes in the three variables among others.

b) That there is a causal linear relationship betmeen the saving 

residual as the dependent variable and the disposable income, 

household size and mealth assets variables as the regressors.

This assumption folloms from the correlation results of the 

previous chapter. It mas seen in the previous chapter that there 

is some relationship betmeen the saving residual and each of the 

three regressors. In this regression analysis, the relationship 

in each case is assumed to be causal and also linear.

That there is no problem of multicollinearity betmeen the three 

regression variables. Thî s assumption also folloms from the 

correlation results of the previous chapter. It mas observed in
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/
the chapter that there is no strong correlation coefficient between 

any two of the three regressors.

The results of the regression analysis may be summarised as 

given in equation (i) and in Table XIV.

Equation (i) S =-2422.860 + 0.355Y + 0.002W - 151.541H.

TABLE i TV

r c c p c s s i o ,i r e s u l t s cr t h e s a v i n g  r e s i d u a l  o n D i s p o s e r  i n c o m e , w e a l t h  a s s e t s a n d h o u s e h o l d  sire
(D

• • • •
•

• •

--------------, —

HUMBER

or
DECREES

or

EXPLANATORY VARIABLES
DCPENDENT

VARIABLE

INTERCEPT DISPOSABLE
'INCOME

WEALTH
ASSETS

HCU5CHCLO
SIZE

COMMON

OBSERVATIONS EREEDOM REGRESSION COErFICICNTS, 
STANDARO ERRORS AND T-RATIOS

Saving

Residual
45 41

-2422.060 

( 651.£63) 

2.R5»*»

0.355

(0.016)

19.02*»*

0.CC2

(0.022)

0.09»

-151.541 

(102.103)

i.4e*»

S*1€C0.25 

R?. 0.901

0.694

Sourcei Survey data of the study.

(1) Notet a) Standard errors of the estimated coefficients ere in breaVets.

b) T-statlstlc figures are starred

i) • Not significant at one, five arid temper cent levels, 

it) ••Significant at only ten per cent level 

111)•••Significant »t one, five and ton per cent levels.

c) The equation is linear end in natural numbers not transformed to logarithms.• 2
d) R ie the coefficient of determination not adjusted for degrees o.f freedom*

* * 2
• ) I! Is the coefficient of determination adjusted for degrees of freedem.
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The negative constant term conforms to theoretical expectation.

It is the autonomous saving (dissaving) and is equal to autonomous 

consumption when its sign changes (becomes positive). The constant 

term in the regression result is highly negative (i.e. -2422.85).

The positive income coefficient also confirms the theoretical 

expectation. The income coefficient of 0.36 is the. marginal prope

nsity to save u/ith respect to disposable income. Thus the marginal 

propensity to save of the households in the sample is thirty-six 

per cent. This shows that a change in disposable income of one 

shilling would result in a change of 0.36 shilling in the saving 

residual, keeping the other variables (W and H) constant. The income 

coefficient is highly significant at one per cent, five per cent and 

ten per cent levels.

The coefficient of the wealth assets variable came out to be

positive. There was no theoretically ascertained sign of the coeffi- 
%

cient of the wealth assets variable. The estimated wealth assets 

coefficient is very small (i.e. 0.002). The coefficient is also highly 

insignificant at one per cent, five per cent and ten per cent levels.

The negative coefficient of the household size is as expected by 

theory. The household size coefficient shows that if the household 

size changes by one unit, saving residual changes by about 151 

shillings. Specifically, if the household size increases by one more 

Person, saving residual decreases by about 151 shillings. This house

hold size coefficient is only significant at ten per cent level.

* 53
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The R (th coefficient of determination) shows the goodness of 

fit of the regression function estimated. The coefficient of deter

mination not adjusted for degrees of freedom is 0.901 while that 

adjusted for degrees of freedom is 0.894. This shows that the three 

variables (Y, W, H) explain about ninenty per cent of the changes in
i

the saving residual. However, looking at the contribution of each 

variable, the wealth assets variable had a zero contribution as shown 

in Table XV below.

TABLE XV

THE MULTIPLE CORRELATION WHEN EACH VARIABLE IS EXCLUDED FROM THE 

REGRESSION FUNCTION - 1978

2

VARIABLE NAME MULTIPLE CORRELATION (r )

Disposable Income (Y) 0.190

Wealth Assets (w) 0.949

Household Size .(h ) 0.946

Source: Survey data of the study.

The table above shows that when disposable income is excluded

2 2from the regression function, the R would be 0.036 (i.e. 0.190 
—2

while R would be about zero. If wealth assets variable is excluded

from the regression function, the R^ would be 0.9G1 (i.e. 0.94^),
_2

®hile R would be 0.894. The later figures were the estimated 

coefficients of determination in the regression function. Therefore, 

the wealth assets variable would have been excluded from the regression 

Ur>ction without any adverse effects on the coefficient of determinaton.
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The household size when excluded from the function, the R would be 

2 —20.895 (i.e. 0.946 ), while the R would be 0.887. Therefore, the

exclusion of either disposable income or household size variables 

would have adverse effects on the coefficient of determination. The 

exclusion of disposable income would have a more adverse effect than 

the exclusion of the household size.

The Table XVI below shows what would be the effect on the 

estimated function if number of children attending school, age of 

the household head and education level of the household head were 

included in the function. The table shows that when these three 

variables were included in the function, they would have positive, 

negative and negative effects respectively on the saving residual. 

This is as shown by their partial correlation coefficients with the 

saving residual. The coefficients of the three variables would not 

be statistically significant at one per cent, five per cent and even 

at ten per cent levels. Lastly, each of these variables' contribu- 

tionsto the coefficient of determination would almost be nil.
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pnSSIBLE EFFECTS ON THE FUNCTION IF NUMBER OF CHILDREN ATTENDING SCHOOL) 

ape and education level or HOUSEHOLD head were included in the

REGRESSION.SET - 1978.

TABLE XVI

ADDITIONAL REGRESSORS^

DEPENDENT N G D

VARIABLE T-Ratios, Partial correlation 
and multiple correlation

0.14 0.03 0.94
Saving

0.02 -0.01 -0.15
Residual

0.949 0.949 0.950

Source: Survey of the study.

(1 ) Note: a) N stands for the number of children in the household

attending school.

b) G stands for the age of the household head.

c) D stands for the education level of the household 

head.

d) Figures in the first roiu refer to the t-statistic for 

the corresponding variable in the column.

e) Figures in the second roiu refer to the partial 

correlation betiueen the variable in the column and

the saving residual



P) Figures in the third row refer to the multiple 

correlation for the estimated function when the 

corresponding variable in the column was to be 

included in the regression set.

i
The table above shows that the inclusion of either N or G

variables in the regression set would still give the same coefficient

of determination (i.e. 0.949 ) as in Table XI/ before. In otherwords,

the inclusion of these variables would add nothing to the amount of

changes in the saving residual already explained by the three

regressors in the estimated function. The inclusion of D variable

in the regression set would, however, result into some increase in

2 2the coefficient of determination (i.e. 0.950 ). This would give R

-2 2 of 0.903 and R of 0.896, which is an improvement over the R of
_2

0.901 and R of 0.894 obtained in the estimated function. These 

results show that the education level of the household head should 

have been included in the regression set. At the same time, as 

observed in Table XU , the wealth assets variable should have been 

excluded from the regression set. However, from the theoretical 

grounds cited in the literature review and in the model specification 

the wealth assets was retained in the regression set. The education 

level of the household head was still left out of the regression set 

since there was no strong theoretical reasons for it to be included. 

Also, for simplicity purposes on the part of the estimated function, 

the number of regressor variables was limited to only three.

Saving residual was also regressed upon cash income from sugar-
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cane, cash income from all other sources, wealth assets and house

hold size as the explanatory variables. Thus the number of 

regressors increased to four. This uias necessary so as to be able to 

observe the causal relationship of income from sugar-cane on the 

saving residual. This also made it possible to examine the effects 

of income from all other sources on the saving residual. The outcome 

of this regression analysis is summarised in the following estimated 

function where, Yc is income from sugar-cane and Yo is income from 

other sources.

Equation (ii)

S = -2428.216 + 0.349YC + Q.350Yo + 0.029W - 205.653H.

The estimated equation and the other outcomes of this second regression 

analysis are presented in Table XVII below.

unit wit •

RtCRCssrs,i or saving residual on incomc trem succr-sane, income rnon other sruTics, wealth assets and
HOUSEHOLD S I Z E ^  - 1978

OCPCNOCNT

WiRIABlE
1

•

NUMBER

or

0S3ERVA--

TI0N5

DECREES

or

rREE-

OOM

INTERCEPT

•' e x p l a n a t o r y  v a r i a b l e s
COMMON

cocrriciENT!

INCOME
rfiCM

s u g a r -
c a n e

INCOME
TR0M
OTHER

SOURCES

WEALTH
ASSETS

HOUSEHOLD
SIZE

r e g r e s s i o n  ccrrriciE-.TS, s t a n d a r d  
e r r o r s a n d T-r.ATIOS

.•
-2428.216 0.349 0.350 0.029 -205.853 S=1653.13

Saving
45 40 { 877.280) (0.023) (0.040) (0.034) (109.034) R2= 0.90'

Residual

____ 2.77»»» 15.40*** 8.71**» 0. 86» 1.89»* H = 0.99.

5oure«t Survey data of the study.

tl) Note, e) Standard errors o f  the estimated coefficients are in brackets,

b) T-statlstlcs figures are starred.

1} • Not significant at one per cent, five per cent and ten per cent levels,

li) *• Significant at five per cent and ten par cent levels.

. Ill) ••• Significant at one per cent, five per cent and ton par cent lovols.

c) The equation is linear and in natural numbers not transformed to logarithms.

d) R2 is coefficient of determination not adjusted for degrees of freedom.

e) fi2 is coefficient of determination edjuoted for degrees of freedom.
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This regression result show that the marginal propensity to save

with respect to either of the two cash incomes is about the same

(i.e. 35 per cent). The coefficients of the two income variables are

both significant at one per cent, five per cent arid ten per cent

levels. The household size coefficient is now significant at both

five per cent and ten per -cent levels as compared to only ten per cent

level before. The wealth assets variable is again not significant at

2 -2any level as before. There is a small increase in the R , while R 

remained the same as before. There are small decreases in the coeffi

cient of the household size and the intercept term as compared to the 

first estimated equation. Lastly, the intercepts in both equations 

are significant at one per cent, five per cent and ten per cent levels.

The table below shows that when N, G and 0 variables were included 

in the second regression set, they would again have positive, negative 

and negative effects on the saving residual as before. The coefficients 

of these variables would again not be significant at one per cent, five 

per cent and even at ten per cent levels. However, as shown by their 

multiple correlations, the inclusion of either G or D would improve 

slighty the coefficient of determination (R ) from 0.904 to 0.906.

- - 59 -
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POSSIBLE EFFECTS ON THE SECOND FUNCTION IF NUMBER OF CHILDREN ATTENDING 

SCHOOL» AGE AND EDUCATION LEVEL OF HOUSEHOLD HEAD WERE INCLUDED

IN THE REGRESSION SET

TABLE XVIII

DEPENDENT VARIABLE ADDITIONAL REGRESSORS r r r

N G D

0.05 1.15 1.10
Saving Residual 0.01 1 a • C

D

t̂-o1

0.951 0.952 0.952

Source: Survey data of the study.

(1) Note: a) N stands for the number of children in the household 

attending school.

b) G stands for the age of the household head.

c) D stands for the education level of the household 

head.

d) Figures in the first row refer to the t-statistic for 

the corresponding variable in the column.

e) Figures in the second row refer to the partial 

correlation between the variable in the column and 

the saving residual.

f) Figures in the third row refer to the multiple 

correlation for the estimated function when the 

corresponding variable in the column was to be 

included in the regression set.



6. DETERMINANTS, THEIR FUTURE DEVELOPMENT AND TESTING OF THE
<

HYPOTHESIS

This chapter concentrates on testing the hypothesis formulated 

earlier in the paper and discussing the possible changes in the 

determinants in the near future.

6.1 DETERMINANTS AND THEIR FUTURE DEVELOPMENTS

It was found from the last chapter that income had the strongest 

relationship with the saving residual. It was also realised that 

income was the most significant (important) determinant of the saving 

residual. These two results may be explained by the fact that saving 

was derived as a residual of income after deducting the total of the 

various expenditures.

It was also found that income from sugar-cane growing had a 

stronger relationship with the saving residual than the income from 

other sources. Income from sugar-cane was also the more significant 

determinant of the saving residual as compared to income from all 

other sources. This result may be explained by the fact that income 

from sugar-cane accounted for a much higher percentage (i.e. 14.Q%) 

of the total income. The corresponding contribution of income from 

other sources was only 25.2 per cent. However, income from other 

souces was also a significant determinant of the saving residual.

Household size was a lesser significant determinant of the saving 

residual. The level of wealth assets held was found to be an 

insignificant determinant of the saving residual. Number of children

61 . -
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in the household attending school, age and education level of the 

household head mere not included in the regression set. Houjever, it 

mas found that these three variables mould be insignificant deter

minants of the saving residual if they had been included in the 

regression set.

6.1.1 Disposable Income

These regression results indicate that an increase in the saving 

residual mill be brought about more by an increase in income and a 

reduction in the household size. A significant change in the amount 

of sugar-cane income in any direction mill result into a large change 

in the total cash income. This mill consequently cause a significantly 

large change in the saving residual. It is therefore, vital that sugar

cane income is maintained since there is no other single crop in the 

Mumias area mhich may earn the farmers that much income. The sugar

cane income could even be increased if proper precautions are under

taken in the cultivation and handling of the cane crop. The sugar

cane yield depends, among other things, on the right number of meeding 

times. The yield mould be poor if the crop is not meeded enough.

During the field survey, it mas found that some sugar-cane farms had 

meeds as tall as the cane plants. The yields in such farms mere so 

lorn that the Mumias Sugar Company mas forced to abandon them after 

the last ratoon crop. Normally, the company is supposed to plough 

the farm and provide nem cane seedlings and fertilizer for the next 

'crop after the last ratoon of the previous crop.

Farmers mhose cane farms mere abandoned after the previous crop
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complained bitterly, saying that they did not have any other source 

of cash income. This in itself shows the importance the farmers 

attach to the cultivation of sugar-cane as a source of cash income. 

However, it is important that farmers take good care of their sugar

cane farms. This will mean higher yields and consequently higher 

incomes. It will also mean that such farms will not be dropped by 

the company during the next cultivation of the crop. This way, the 

Mumias Sugar Company will be able to recover all its costs in the 

sugar-cane cultivation. At the same time, sugar-cane incomes to the 

farmers will be maintained.and even increased.

There also seems to be a lot of wastage in the handling of the 

cane harvest. Sometimes, the cane harvest takes about two to three 

days in the field after being cut and before it is transported to the 

factory for weighing. This results in the loss of water content in the 

harvest and so weighs less than otherwise. In addition, a lot of cane 

drops from the trucks when being transported from the fields to the 

factory. This reduces the weight even further. This has an effect 

of reducing the earnings from a given plot of sugar-cane crop. It 

would be to the advantage of the farmers if the cane is weighed just 

after cutting and while still in the fields. This would indicate 

the actual yields and consequently the correct receipts the farmers 

should get after the company’s deductions.

The sugar-cane farmers also complained that sometimes weighers 

record less tonnage than actual deliveries to the factory. The 

farmers' harvests are weighed without them being present. The 

farmers would prefer a representation at the weighing so that they
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are convinced and satisfied with the u/eights recorded.

The farmers also complained of the delay in cane cutting. The 

Mumias Sugar Company is responsible for cutting and transporting of 

the cane to the factory. The delay in cane cutting results in weight 

losses in the cane crop. This delay in cane cutting is part of the 

problem which results from the inability of the factory to cope with 

the cane that is mature enough for harvest.

The above observations are important for ensuring that increased 

income from sugar-cane growing is forthcoming. However, income from 

all other sources was also found to be a significant determinant of 

the saving residual. It is therefore important also that major 

sources of income in this category are improved. Cash income from 

business undertaking accounted for about ten per cent (2nd highest) of 
the total income. This is likely to increase as the total sugar-cane 

outgrower area is expanded. However, this will depend on other 

factors as well. Such factors include the improvement in infrastructure 

and Government regulations. As already stated earlier, the Mumias 

Sugar Company is helping in the improvement of the infrastructure. The 

company is doing this by opening up new feeder roads and improving on 

the old ones. This has resulted into easier and quicker communication 

from one trading centre to another. On the other hand, the banning of 

beer halls for the traditional alcohol had some adverse effects on 

income from business undertaking. Some farmers had the brewing and 

selling of the traditional alcohol as the only business enterprise.

Such farmers now have little or no income from business. However,

'such farmers could easily turn to the buying and selling of fish for
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example or any other small scale trade.

The other source of income to consider is the wage or salaried 

employment. It is hoped that employment opportunities in the area 

u/ill continue to increase. The expansion of outgrower area and the 

sugar factory will result into increased employment opportunities in 

the sugar farms and the sugar factory respectively. The Government 

is also increasing its expenditure in the rural areas (Mumias area 

included). This will tend to increase employment opportunities in 

the Government institutions in the area. These will tend to increase 

the incomes earned from wage or salaried employment.

6.1.2 Household Sire

The household size was found to have a negative but significant 

effect on the saving residual. This shows that an increase in the 

household size would result into a reduction in the saving residual, 

other determinants remaining constant. Similarly, a reduced house

hold size would result into an increase in the saving residual.

The size of the household determines the total expenditure of 

that household. A bigger household size results into higher total 

expenditure and vice-versa. The total cash income minus total 

expenditure gives the saving residual. Therefore, for an increase 

in the saving residual, total expenditure must fall or increase less 

than proportionately. The household size (consuming unit) has to be 

reduced or increase less than proportionately if the total expenditure 

is to be reduced or rise slowly.
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The expenditures on food, school fees, durable goods, clothes 

and dresses, and medical treatment all depend on the household size 

among other factors. These expenditure items altogether contributed 

to over eighty per cent of the total expenditure. The bigger the 

household size, the more will be the tendency for the expenditures on 

these items to rise and vice versa. The spread of family planning 

compaign in the Mumias area may result into the people adopting family 

planning techniques thus tending to reduce the household size. This 

is most likely to lead to decreased total expenditure and consequently 

increased saving residual.

It is important to note that the survey (collection of data) for 

this study uias done before the Presidential directive banning all kinds 

of school fees from standard (class) one to six. The payment of 

school fees accounted for ten per cent of the total expenditure. This 

figure is most likely to be reduced after the Presidential directive. 

The total expenditure may consequently be reduced.

6.1.3 Level Of Wealth Assets

The level of wealth assets held was found to be an insignificant 

determinant of the saving residual. The relationship between the two 

mas found to be a weak positive suggesting that the saving residual 

increases as the wealth assets increase and vice versa. This could 

be explained by the fact that purchases of durable goods in the year 

of study were recorded as part of total expenditure. The more wealth 

assets a household had, the less the household would spend on durable 

'goods. This tended to reduce the total expenditure, thus resulting
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into increased saving residual. Similarly, the less wealth assets a 

household had, the more the household would spend on durable goods, 

thus increasing total expenditure. The latter resulting into 

reduced saving residual.

Secondly, there is a positive correlation between total income 

and the wealth assets held. This should be expected. More wealth 

assets (especially investment assets) should result into increased 

income. Since wealth assets affect positively total income, and since 

total income affects positively saving residual, it follows that 

wealth assets should also affect saving residual positively.

These two reasoning therefore explain the positive and not 

negative relationship between the level of wealth assets held and the 

saving residual. The above reasoning also explains the positive and 

not negative effects of the wealth assets on the saving residual as 

indicated in the estimated function. It is therefore, important 

that farmers in Mumias area increase their stock of wealth assets 

held. This will not only reduce total expenditure in the near future 

but will also tend to increase total income, thus increasing further 

the saving residual. It was shown earlier that expenditure on durable 

goods accounted for about seventeen per cent of the total expenditure 

(see Table X). This was the second highest expenditure item to food.

6.1.4 Number of Children in a Household attending School

Lastly, the number of children attending school, age and 

education level of the household head would have positive, negative
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and negative effects respectively on the saving residual if they mere 

in the regression set. The positive effect of the number of children 

in the household attending school on the saving residual shows that 

households spare some money for school fees for the coming year. This 

shows that an increase in the number of children attending school 

would result into an increase in the saving residual. This will be 

done so as to make possible the payment of the increased total fees 

for schooling. The number of children in the household attending 

school is most likely to increase as household heads continue to 

realise the importance of schooling for their children. But school 

fees for primary education in Kenya have been abolished. This will 

tend to reduce the amount of money households keep for school fees 

in the coming year. However* the school fees paid in secondary 

schools have increased and are most likely to increase even further. 

This latter case will lead to increases in the amount of money spared 

for school fees in secondary school. The amount of money spared for 

school fees is even going to increase further as households realise 

the importance of secondary school and higher education. This is 

because, the number of children in a household attending secondary and 

higher schools is going to increase.

6.1.5 Age of Household Head

The negative effect of the age of the household head on the saving 

residual shows that the older the household head, the lower will be 

the saving residual. The older household heads are more concerned with 

maintaining their present expenditure patterns rather than save for

r
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the future. In otherwords the older household heads have a lou/ time 

preference for the saving residual. The negative causal relationship 

betmeen age of the household head and the saving residual also shows 

that the younger household heads tend to have higher saving residual. 

The younger household heads thus have a higher time preference for 

the saving residual than the older household heads. This is as it 

should be expected. The younger household heads tend to have more 

school age children and also, they are still expecting to support more 

children. Consequently, they have to save more*so as to be able to 

cater for the present and anticipated large number of dependants.

6.1.6 Education Level of Household Head

Finally,the negative effect of the education level of the house

hold head on the saving residual shows that more educated household 

heads tend to have lower saving residual. Less educated household 

heads on the other hand tend to have more saving residual. More 

educated household heads are also mote enlightened on modern life 

than the less educated ones. The more educated household heads thus 

tend to spend more on items like clothes and dresses and also on 

durable items such as radios and iron-sheets roofed houses. This 

would suggest that there tend to be a higher demonstration effects 

among the more educated household heads than among the less educated 

ones.

It should be remembered however, that all these last three 

variables (l\l. G. D) would have insignificant influences on the saving 

residual if they were included in the regression set.
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6.2 HYPOTHESIS TESTING

6.2.1 Surplus Income (Saving Residual)

The first hypothesis stated that sugar-cane farmers in Mumias 

have surplus income which in this study is being referred to as the 

saving residual. In the last but one chapter total annual expenditure 

was deducted from total annual cash income and the result was a 

positive surplus of K9b. 4,214.20. This first hypothesis is therefore, 

accepted. There is surplus income amongst sugar-cane farmers in 

Mumias area.

However, it should be borne in mind that sugar-cane income 

accrued for a period of about two years. This is because the cane 

maturity period ranges from about twenty-two to twenty-four months 

for plant crops and eighteen to twenty-two months for ratoon crops.

In this study, the sugar-cane earnings were assumed to accrue during 

the year of the cane harvest. This resulted into rather higher figures 

for incomes from sugar-cane growing. Consequently, the figure for 

the surplus income (saving residual) might appear rather high. But 

due to the difficulties involved in estimating exactly what portion 

of the sugar-cane income accrued during each year of the cane plant, 

the total harvest receipts were taken as indicating sugar-cane 

income in the year of study. However, during the survey, the 

respondents were asked to state the amount of money paid out as 

debts over the whole year. Most of the debts were acquired with the 

expectation of being paid back after the cane harvest.
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- Therefore, it still remains that sugar-cane farmers in Mumias 

area have surplus income during the year in which their cane is 

harvested. The size of this surplus depends mainly on sugar-cane 

earnings. This is because, as already shown earlier, sugar-cane 

income alone accounted for over seventy per cent of the toal income.

6.2.2 Saving Rate

The second hypothesis stated that the saving rate of the sugar

cane farmers in Mumias is low, i.e. it is between four or five to 

twelve of the total annual cash income. In the last-but-one chapter, 

a saving rate of 19.4 per cent was arrived at. This hypothesis is 

therefore rejected as far as Lewis saving rate figures are concerned.

The household saving rate for Kenya fluctuated around ten per 

cent from 1964 to 1972, with the highest being 14.5 per cent in 1969 

(35, 357). As already stated earlier in the paper, recent national 

household saving rates are only available for the year 1976. In 

1976, the household saving rate was about seven per cent (36). The 

saving rate of 19.4 per cent estimated in this study is higher than 

any of the national household saving rates from 1964 to 1972 and also 

for 1976. The hypothesis is still rejected when we consider national 

household saving rates for the years given above. However, it may 

not seem logical comparing a regional household saving rate based on 

fourty-five households with the national household saving rates.

This may even be more so when the rates that are being compared occur 

in different years. But, there being no similar figures available
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for other regions and for the same years, one is left with no other 

option.

Therefore, we may still conclude that the saving rate for this 

sample of Mumias sugar-cane farmers is not low. It should be noted 

here also that it is the high contribution of the sugar-cane income 

to the total cash income that resulted into such a remarkable saving 

rate for this sample of Mumias farmers.

6.2.3 Marginal Propensity to Save

The third hypothesis stated that the marginal propensity to 

save with respect to income for the Mumias sugar-cane farmers is high. 

This hypothesis is tested by comparing the estimated marginal 

propensity to save with the marginal propensity to save of twenty per 

cent estimated by Scott (58, 172) for Central Province, mainly coffee 

farmers. Scott used figures obtained by the Central Province Survey 

(33) which covered a period of one year from March 1963 to February 

1964. The survey involved recording data on household receipts and 

disbursements. Scott using the data thus collected, estimated a 

function which may be summarised as in the equation III below.

Equation III S = -299.+ 0.198Y

where S = saving residual, and 

Y = total cash earnings

The Central Province Survey was carried out more than ten years ago. 

The survey data may therefore be out of date. There must have occured
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quite some economic changes in the rural areas of Central Province 

since 1964. These economic changes must have resulted into different 

amounts of receipts and disbursements as compared to those of 1963/64 

survey. The author is however, not aware of any other similar survey 

carried out in Central Province and other rural parts of the country 

in the recent years.

The estimated marginal propensity to save with respect to changes 

in income for the Central Province survey is about twenty per cent as 

shown in the above Equation III. The corresponding figure for the 

sample of Mumias sugar-cane farmers is about thirty-six per cent as 

given in the regression results of Table XU in the last chapter. The 

hypothesis is therefore accepted. The marginal propensity to save 

with respect to changes in income for sugar-cane farmers in Mumias 

area is high. The marginal propensity to save of the sugar-cane 

farmers in Mumias is most likely to be even higher when the saving 

residual is regressed upon income as the only explanatory variable.

6.2.4 Commercial Rates of Interest and Saving Residual

The fourth hypothesis stated that there is no significant relation 

ship between the commercial rates of interest and the saving residual 

of the Mumias sugar-cane farmers. This hypothesis is tested by first 

estimating the number of the sample households who had saving accounts 

in saving institutions. Second, the percentage of those who had 

saving accounts for the purpose of their accounts multiplying due to 

the interest rates offered is estimated. If this percentage is more
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than fifty per cent of the total households who had saving accounts 

in the saving institutuions, the hypothesis is falsified.

In the survey} the respondents were asked to state whether they 

had saving accounts and if not, whether they were willing to start 

saving accounts. Those who were willing,were asked to state where they 

would prefer to have saving accounts. The respondents who had saving 

accounts were asked to give reasons as to why they had saving accounts 

in saving institutions. The respondents who had no saving accounts 

but were willing to start some, were also asked to give the reasons 

as to why they would like to have saving accounts. The answers to 

these questions are summarised in the following two tables.

TABLE XIX (a)

DISTRIBUTION OF THE SAMPLE HOUSEHOLDS INTO THOSE WITH AMD WITHOUT 

SAVING ACCOUNTS IN SAVING INSTITUTIONS.

CATEGORY OF 
RESPONDENTS

NUMBER OF 
RESPONDENTS

PERCENTAGE OF 
TOTAL RESPONDENTS

Respondents with
saving Accounts 21 46.67

Respondents without 
saving Accounts and 
willing to start some 20 44.44

Respondents without
saving Accounts and •

not willing to start 4 8.89
some

Total 45 100.00
Source: Author's finding.
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TABLE XIX(b)

CATEGORIZATION OF THE RESPONDENTS WITH SAVING ACCOUNTS

REASON FOR HAVING 
SAVING ACCOUNTS

NUMBER OF 
RESPONDENTS

PERCENTAGE OF 
TOTAL RESPONDENTS 
WITH SAVING ACCOUNTS

For Security 16 76.19

For Interest Rate 5 23.81

Total 21 100.00

Source: Author’s finding.

There mere tmenty-one out of the fourty-fiv/e respondents mho had 

saving accounts in saving institutuions. Fifteen respondents had 

saving accounts mith the Post Office Savings Bank mhile six had 

savings mith commercial banks. None of the fourty-five respondents 

had and or mas milling to have saving accounts in any other saving 

institutions such as the co-operatives. Most of the respondents 

argued that there are problems of financial mismanagement mithin 

co-operatives and so, they cannot deposit their money mith the 

co-operatives. Most respondents mere also of the opinion that 

co-operatives mere run by the local people and they could not trust 

the local people mith their money.

There mere only five respondents mho had saving accounts for 

the purpose of their money multiplying as a result of the interest 

rates offered. This is about tmenty-four per cent of the tmenty-one
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respondents mho had saving accounts in the saving institutions. The 

remaining sixteen (about seventy-six per cent) out of the tmenty-one 

respondents had saving accounts mainly for security purposes. The 

hypothesis is therefore accepted. There is no significant relation

ship betmeen the commercial rate of interest and the saving residual
i

of the sugar-cane farmers in Mumias. Furthermore, tmenty out of the 

tmenty-four respondents mho had no saving accounts mere milling to 

start some saving accounts for safety purposes only.

The Kenya Commercial Bank has opened up a branch office at 

Mumias trading centre. The branch mas meant to cater mainly for the 

sugar-cane farmers. The author mas informed that henceforth, the 

sugar-cane farmers around Mumias mill be paid for their produce 

through the Kenya Commercial Bank branch. In addition, the farmers 

mill not be allomed to mithdram all their cane payments at once. In 

othermords, the farmers mill be forced to leave or keep some of their 

cane earnings mith the bank branch. In this may, there mill occur a 

form of forced saving among the sugar-cane farmers in Mumias area.

The farmers mill not be leaving their money mith the bank branch 

millingly for the purpose of their money multiplying. The main 

reason for having the farmers leave some of their cane earnings in 

the bank branch mas given as being the security of the cane earnings 

and the safety of the farmers. Initially, farmers mere given all 

their receipts at once in cash. Some of the farmers mere robbed of 

their earnings on their may home. Some farmers mere even attached 

in their homes at night because cane earnings mere normally hoarded 

in large sums of money in homes. Hence the necessity for safe-
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guarding the farmers' earnings from robbers and also avoiding injuries 

or even loss of life on the part of the farmers.

6.2.5 Aggregative Saving Behaviour

The fifth hypothesis stated that aggregative behaviour of small

scale farmers mho have been absorbed into the market system is in

conformity mith the theoretical framemork of conventional economic

relations. That is, the determinants of saving residual considered

in the study should be able to explain at least sixty per cent of the

changes in the saving residual. If by regressing the saving residual

on income, mealth assets and household size and me fail to get

statistically significant results and the coefficient of determination 
_2
(R ) .is small (i.e. less than 0.6) the hypothesis is falsified. If 

on the other hand me get statistically significant results and the 

coefficient of determination is big (i.e. more than 0.6), the 
hypothesis is accepted.

In the last chapter, saving residual mas regressed upon income, 

mealth assets and household size. It mas found out that income and 

household size mere significant determinants of the saving residual 

(see tables XIV and XVII). Only mealth assets mas not a significant 

determinant of the saving residual. The three regressors explained 

about ninety per cent of the changes in the saving residual. The 

hypothesis is therefore accepted. The regression results shorn that 

by using the data collected on household income, expenditure, mealth 

assets, household size and generating the saving residual for the 

sample of sugar-cane farmers in Mumias, these variables successfully 

manifest statistically significant economic relations.
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7. CONCLUSION

The results of the study shorn that farm incomes in Mumias sugar

cane area exceeded off-farm incomes. This is largely due to the 

incomes from sugar-cane growing. Without sugar-cane incomes, off- 

farm incomes would have exceeded farm incomes (see Table VIII). The 

most important sources of incomes, other than sugar-cane growing, 

were found to be business undertakings, remittances from relatives, 

and wage or salaried employment of the household heads.

Food dominates in the expenditure patterns of the sample studied. 

The purchase of food items alone occupied 48.6 per cent of the total 

expenditure. This is comparable with the findings of the studies 

carried out in other parts of the country and cited in this study.

This is as should be expected of low income categories of people.

The other outlets of importance in the expenditure pattern were, the 

purchase of durable goods, the payment of school fees, expenses on 

traditional ceremonies and expenses on medical treatment.

From the study, the conclusion is that saving residual are 

substantial in the Mumias among sugar-cane farmers. The saving 

residual figure was found to be 19.4 per cent of the annual total 

cash income.

The annual cash income, among the possible determinants of the 

saving residual, was the only variable which had a strong (significant) 

relationship (correlation) with the saving residual. The relation

ship between the saving residual and the other possible determinants 

considered in the study were not significant. The relationship
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betuieen the saving residual and the sugar-cane income was stronger 

(more significant) than the relationship between the saving residual 

and the total of the incomes from all other sources.

The significant determinants of the saving residual were income 

and the household size. Income from sugar-cane growing and the total 

of incomes from all other sources were of equal significance as some 

of the determinants of the saving residual. Allthe other possible 

determinants of the saving residual considered in the study were not 

significant. The latter included, the level of wealth assets held, 

the number of those in the household attending school, the age and 

the education level of the household head.

Finally, there was no significant relationship between the 

saving residual and the commercial rates of interest offered by the 

saving insititutions. Consequently, the rate of interest was found 

not to be a significant determinant of the saving residual in the 

Mumias area.
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8. RECOMMENDATIONS .

The findings of this study hav/e been that there exist substantial 

saving capacities among the small-scale cash crop farmers, such as the 

Mumias sugar-cane outgroujers. However, it is important that this 

substantial saving residual is mobilized and/or utilized in such a
i

way that its usefulness in growth is felt. If not, a greater part 

of it may end up being used in luxurious and consumer durables 

expenditures.

There are three broad alternatives about the use and allocation 

of farm saving residual. The saving residual can be used on:

a) own farm where it is generated,

b) on others farms by an intra-farm transfer, and

c) on non-farm by net inter-sectoral transfers.

The rationale for relative allocations of farm saving residuals among 

its competitive uses would depend on the social and economic objectives 

of our planned development. The current five year (1979-83) national 

development plan of the Kenyan economy lays much emphasis on the 

alleviation of poverty. The law of equi-marginal utility of the saving 

residual in competitive forms of investments should guide, at least 

in theory, the nature and volume of transfer of the saving residual.

At the same time, this should help in the attainment of the national 

development objective. However, the saving residual has to be 

mobilized or made available before it can be put into its various

uses.
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8.1 MOBILIZATION OF RURAL SAWING RESIDUAL

The mobilization of the saving residual in the rural areas could 

take several forms. These may be in terms of higher land tax, 

imposition of income tax, procurement of farm produce at lower than 

market prices and higher pricing of public services and farm inputs 

such as fertilizers. These methods of mobilization could effectively 

be carried out by use of Government machinery. The financial 

institutions such as the commercial banks could also be used 

effectively to mobilize the saving residual in the rural areas. This 

could be in the form of voluntary saving deposits by the farmers in 

such institutions.

8.1.1 GOVERNMENT

It is generally held that the agricultural sector is not only 

under-taxed but is being subsidised in the context of a considerable 

increase in incomes and savings potentials, corraborated by this 

study as well. Further, it is quite conceivable that profitable 

opportunities of fresh investments are likely to dry up, unless a new 

stream of technological innovations is continuously available. This 

is even so at precisely those farms where the savings are being 

generated. There is a fear therefore, that in the absence of 

adequate means of mobilization of such saving residuals, these may 

increasingly be used for consumer durables and less essential 

consumption. It might perhaps be socially more desirable to mobilize 

such saving residuals even though this may, at the margin, be at the 

cost of increased non-farm investment.
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However, the form and method of mobilization of the saving 

residual by the Government has to be such that it is both equitable 

and non-inflationary, and at the same time is not counter-productive. 

In this context, the following possible forms of mobilization through 

Government machinery are discussed.

I
Higher Land Tax; Land tax has not yet been introduced in Kenya with

respect to small-scale holdings in the rural areas. Land tax

was introduced in other countries, Brazil for example, not for

mobilizing rural savings but as a means of forcing farmers to make
6

full use of their holdings. It would therefore, be unsound for this 

tax to be introduced for the first time in Kenya among sugar-cane 

farmers in Mumias only and for the purpose of mobilizing the farmers*

saving residual. This is because, not all households in Mumias area

have their holdings under sugar-cane. Also, households in Mumias 

area do not have equal holding size. This would mean that for the 

tax to be equitable, it would have to be per acre of holding so that 

the bigger the holding size the more tax a household pays. But a 

bigger holding may not necessarily mean higher cash earnings from 

sugar-cane growing and consequently high saving residual. Therefore, 

higher land tax may not only be socially unsound but also it may not 

serve effectively as a means of mobilizing saving residual in Mumias 

area.

6. In the Economist No. 1-7 of November 1980 Page 86 it is stated in
p a r t ............... a scheme to tax farms with poor production

increasingly heavily each year until their owners farm them 

properly cr sell or rent them to somebody who will, .



Imposition of Income Tax; It is not very 9asy to come up with actual 
yearly incomes of each household in the rural areas. The costs and 

time spent for such an exercise may not be justified for the purpose 

of income tax alone. However, for the case of cash crop farmers, 

like the sugar-cane farmers in Mumias, cash earnings from the cash 

crops may likely account for a higher percentage of yearly total 

incomes. Consequently, imposition of tax on cash earnings from the 

cultivation of the cash crops would be more appropriate. Thus a farm 

of mobilization of the saving residual in Mumias area among sugar

cane farmers would be to impose a tax on the cash earned from sugar

cane growing.

As corroborated in this study, there appearsto be quite 

substantial saving residual among the sugar-cane farmers in Mumias 

area. This substantial saving residual is as a result of high cash 

earnings from sugar-cane growing. If a tax is imposed on the cash 

earned from sugar-cane, this would tend to reduce the total cash 

income with a resultant reduction in the saving residual. In other- 

words, part of the saving residual would have been absorbed by the 

tax. The revenue realised from the tax would be made available for 

use in other development activities in the area. In this case, the 

local authority in Mumias area (the Kakamega County Council) would be 

the collector and the beneficiary of the tax. The revenue realised 

from the tax could also be made available for use in development 

activities in other needy parts of the country. In this latter case, 

the tax would be administered by the Central Government. Thus, 

part of the saving residual of the sugar-cane farmers in Mumias 

mould be mobilized through fiscal means by imposition of tax on the

- . 83 _
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cash earned from the cultivation of sugar-cane.

However, great care should be taken in mobilizing rural savings 

through taxation of farm earnings. This form of mobilization may 

appear unacceptable both politically and socially. This is partly 

because, already the sugar-cane farmers are demanding an increase in
i

the price per ton of sugar-cane and so a reduction of their cash 

earnings by tax would be met with a lot of resentment. Hence, one 

way of carrying out this form of mobilization may be to fix a lower 

limit on the cash earnings from sugar-cane that could be taxed. Only 

cash earnings from sugar-cane over and above a given lower level could 

be liable for taxation. In this way, only those farmers with higher 

cash earnings from sugar-cane would have their earnings taxed more, 

especially if the tax system is progressive. The farmers with cash 

earnings from sugar-cane equal to or less than the lower limit will 

not have their cash earnings taxed.

This scheme of mobilization of saving residual in Mumias area 

would therefore be both equitable and non-inflationary. But the 

scheme may appear to be counter-productive on the part of the more 

successful sugar-cane farmers. However, such farmers would normally 

have other economies and cushions to bear the marginal burden of 

taxation thus making the scheme unlikely to be counter-productive.

The scheme would also meet the objective of diverting saving residual 

away from luxurious and consumer durables expenditures on the part of 

the more successful farmers.

One problem however, is that this scheme would be discriminatory 

against the sugar-cane farmers. Some households grow other crops,
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maize for example, as cash crops in addition to or without sugar-cane. 

Imposition of tax on cash earnings from sugar-cane alone would result 

into farmers moving out of growing sugar-cane and instead grow maize. 

This would be so unless a similar tax is imposed on cash earnings 

from maize and other cash crops grown in the area. Furthermore, as 

already said, imposition of tax on cash earnings from sugar-cane and 

other cash crops in the area vis-a-vis other areas would be politically 

unacceptable. IMo such tax has been impossd on cash earnings from cash 

crops in other parts of the country.

Procurement of sugar-cane at lower than market price: It is the aim

of the Kenya Government^±o encourage and assist farmers all over the 

country to increase their farm output. Among other things, the 

Government does this by offering favourable prices to farmers for 

their produce. In some cases, the Government may even pay higher 

than market prices so as to encourage farmers to produce more.

The sugar-cane farmers in Mumias, as already said earlier, are 

complaining that the price offered per ton of sugar-cane is low. The 

farmers would like the price to be raised. This and the first 

argument above would tend to defeat the case for mobilization of 

the saving residual by procuring sugar-cane at a lower price than it 

is now even if this price was more than or equal to the market price.

Higher Pricing of Farm Inputs; One other way in which the Government 

encourages and assists farmers all over the country is by offering 

them farm inputs, such as fertilizers at reasonably lower prices.

For instance, the importation of fertilizers into the country is 

free from import tariff. This in itself shows that the Government



is very much interested in seeing that farmers increase their output 

by using more and more fertilizers. Hence the mobilization of the 

saving residual of sugar-cane farmers in Mumias area by pricing of 

farm inputs higher mould only tend to contradict the Government’s 

efforts in assisting and encouraging the small-scale sugar-cane 

farmers.

Homever, this form of mobilization may appear easier to implement 

than the one above. This is because the degree of resentment here 

may be lomer than in the above case since some farmers may not be 

using some of the inputs in question. But lack of using any of the 

recommended inputs is most likely to result into lomer yields. Also, 

it mould be difficult and unfavourable to device different input 

prices for different parts of the country for the purpose of mobilizing 

the saving residual.

Formation of Sugar-cane Dutqromers Co-operative Society: The

formation of farmers co-operative societies through the relevant 

Government machinery offers a promising form of.mobilization of the 

farmers saving residuals. It mas pointed out in Chapter 2 of this 

study that the Co-operative Societies in other parts of the country 

have been more successful in mobilizing saving residual of the farmers 

than other saving institutions. The co-operative societies, it is 

argued, provide terms and conditions that are more suited to the 

farmers. It may also be expected that the saving residual in Mumias 

area could be mobilized more successfully by establishing a sugar-cane 

farmers co-operative society in the area. All sugar-cane farmers in 

Mumias area could be convinced to become members of the co-operative
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society. The farmers’ dues to the co-operative society could be made 

by deductions from the sugar-cane earnings. The co-operative society 

in turn could be able to advance loans or credit to farmers (members) 

for farm developments.

During the data collection exercise for this study, it mas found 

out that none of the respondents had and/or mas milling to have saving 

accounts mith co-operative societies. The respondents argued that 

there are problems of financial mismanagement and political interfere

nce mithin the co-operative societies. This mas in relation to the 

collapse of the once existing society for marketing cane to the 

jaggery mills that existed in the area. The collapse of this society 

mas recent and mell remembered by the respondents.

Homever, the Government has increased its efforts in the super

vision and financial auditing of the co-operative societies activities. 

This mill greatly reduce the degree of financial mismanagement mithin 

the co-operative societies. Munias sugar-cane farmers should there

fore be informed by Government officers that there mill be no problem 

of financial mismanagement mithin the co-operative society and that 

the Government mill ensure this does not happen. The Mumias sugar

cane farmers should also be educated fully and convinced of the 

benefits of having savings mith the co-operative society. In this 

may the sugar-cane farmers mill not resent the idea of being members 

of a co-operative society formed solely for their omn benefits.

„ Presently, there is a nem company (Mumias Outgromers Company) 

formed under the company lams of' Kenya. The initial capital of the 

company mas a grant from the Kenya Government and a loan from overseas.
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The functions of this company are mainly financial. The company mill 

relieve the Mumias Sugar Company of the burden of extending credit to 

the outgroiuers. The Mumias Outgroiuers Company mas formed because it 

mas thought that the farmers mould resent being forced to become 

members of a co-operative society similar in a may to the marketing 

society that had just collapsed. This mould affect the smooth supply 

of sugar-cane to the factory. Homever, it is clear, in retrospect, 

that the co-operative model mas never given a thorough testing in 

Mumias area after the establishment of the Mumias Sugar Company. The 

farmers probable hostility mas taken at face value mith no attempt on 

the part of Mumias Sugar Company or the Government to identify means 

and methods of persuading the sugar-cane farmers to form a co-operative 

society instead of the Outgroiuers Company. Moreover, the Outgroiuers 

Company is not intended for mass mobilization in the area.

Buying of Shares by the Sugar-cane Farmers in Companies: One may in

mhich the Outgroiuers Company mill help in the mobilization of the 

farmers saving residual is by alloming the sugar-cane farmers to buy 

shares in the company. It is stipulated that the sugar-cane out- 

gromers mill be allomed to buy shares in the company so that the 

company mill eventually become mholly omned by the outgroiuers. But 

some or most of the sugar-cane farmers in Mumias area may not be 

arnare of the benefits that mould accrue from ornning shares in the 

company. Consequently, the farmers should be made arnare and also 

convinced of the benefits from ornning shares in the company. If 

not, the farmers may not buy the shares and the mobilization of their 

saving residual in this may may^therefore not be realised.
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The buying of shares by the sugar-cane farmers as a means of 

mobilizing saving residual should not be limited to the Outgrowers 

Company only. Other avenues should also be studied and introduced 

by the Government. For instance, some small-scale white sugar 

companies (factories) could be established in the area through 

Government aid with eventual ownership by the farmers. through buying 

of shares. Currently, farmers complain of their cane being over

mature, showing that the present sugar factory alone is not enough 

to absorb all the sugar-cane that is ready for crushing. Some of 

the ready sugar-cane could be taken to the small-scale white sugar 

factories. Therefore, the problem of lack of enough cane for both 

the current factory and the proposed factories may not arise.

The Government could, as an alternative to the above, encourage 

and assist in the re-introduction of the jaggery mills that once 

existed in the area. The new jaggery mills to be supervised by 

Government officers. The sugar-cane farmers could then be allowed 

to buy shares in the jaggery mills. This latter and the former 

schemes would have double advantage to the farmers namely, a bigger 

market for their sugar-cane and a means of saving through buying of 

shares which in a way is a form of investment as well.

Finally, the Government could also establish small factories 

that could make use of some of the by-products of the sugar factory 

as raw materials. For instance, a small molasses plant could be 

established in Mumias area and the sugar-cane farmers could be allowed 

to buy shares in the plant.
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However, the small white sugar factories, jaggeries and molasses 

are most likely to suffer from lack of qualified personnel to run 

them. Such factories, however small, require specialised skills for 

proper management. If continuous proper management is not forth

coming, the factories are most likely to collapse. Proper training 

followed with a long period of practical exprience would have to be 

acquired by those to be appointed to manage the factories. Only then 

would it be appropriate for the Government to hand over the factories 

to the farmers through buying of shares. This then makes this scheme 

of mobilization of saving residual to be of long term consideration.

The other problem here would concern the lack of finance for such 

projects (factories). These projects, though small, require large 

amounts of capital to start with. Also, most of the machinery for 

such factories will have to be imported. The Government, and the 

country as a whole, is experiencing shortages of foreign exchange due 

to increasing balance of payment deficits. As such, it may not be 

possible for the Government to embark on such ventures in view of 

other pressing responsibilities.

8.1.2 SAVING INSTITUTIONS

Even with the above forms of mobilization households may still 

end up with substantial cash surpluses that require depositing in 

commercial banks or any other saving institutions. Consequently, a 

scheme of mppping up voluntary savings would be much desired as well 

in Mumias area.

Households are most likely to increase their voluntary savings
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when the saving institutions are brought near to them than if the 

nearest saving institutions are some distance away. This should 

apply to both farming households and non-farming households. The 

Mumias sugar-cane farmers are therefore expected to increase their 

voluntary savings with the opening up of the Kenya Commercial Bank 

branch at Mumias trading centre.

This should not be left to the commercial banks alone. Other 

saving institutions such as the Housing Finance, Building Societies, 

insurance firms, etc. should also be encouraged to open up branches 

in the rural areas of Mumias. In this way, varying tastes of the 

households regarding different saving institutions will be catered 

for. The Building Societies for example, would in return offer loan 

and credit facilities for the farmers who are customers to help in 

the construction of permanent houses for residential purposes.

However, the success of these financial institutions in attract

ing voluntary saving in Mumias area will depend on the knowledge the 

farmers have regarding the economic importance of such institutions. 

Farmers should therefore be educated and/or informed of the economic 

and financial benefits derived from having accounts in such financial 

institutions. The small-scale sugar-cane farmer in Mumias needs to 

be convinced of the gains from depositing money in commercial banks 

and other saving institutions before he can be willing to have his 

financial savings in such institutions.

The saving institutions also need to have their operations 

favourable to the farmers' conditions so that the farmers can make



full use of the facilities provided in the institutions. For example, 

the minimum account balance and the minimum loan possible should be 

such that the farmers in question can easily manage.

To sum up, a scheme of mopping up of household saving residual 

in Mumias sugar-cane area should be guided by the lau/ of equi-marginal 

returns. If it is rational to transfer saving residual elsetuhere, 

such a mobilization mould still need to be non-inflationary, besides 

helping to increase farm production. As the economy is still not out 

of the moods as far as sugar-cane groming is concerned, the form of 

mobilization has to be such as not to affect productive investments 

in sugar-cane farming adversely. Some of the schemes discussed above 

could meet the tmin objectives of diverting saving residual amay from 

conspicuous consumption and retaining the incentive to produce more.

Homever, one shortcoming of the study is that it covered only one 

year. The recommendations presented are therefore based on only one 

year's information. This may be quite misleading since one year may be 

quite unique from other years. The recommendations seem to be quite 

comprehensive as far as mobilization of rural savings is cpncerned.

Homever, these recommendations could be quite appropriate if they mere 

based on findings from a number of years and not one year only. In this 

may, a time series data mould have been most suitable since the findings 

and hence the recommendations mould be based on a trend happening. But 

there being no data fortheyears prior to 1978 a time series data analysis 

could not be carried out. Maybe similar studies in the area could be done 

annually for a number of years so as to arrive at more valid and appropriate

conclusions and hence recommendations.



93

BIBLIOGRAPHY

1. Allen, R. G. D. Macro-Economic Theory Macmillan. New York 1968.

2. Ando, A. and Modigliani, F. The "Lifecycle" Hypothesis of Saving

Aggregate Implications and Tests. American Economic Review 

55, 1963, pp. 55-84.
|

3. Ando, A. and Modighliani, F. "The Lifecycle Hypothesis of Saving:

A Correction". American Economic Review. 54, 1964. pp. H I -  

113.

4. Bhati 3. P., Moorti T. V., Singh L. R. and Verma K. K. "Income

Savings and Economic Rationale of Investment in Tribal 

Agriculture of Nainital Tarai (India): A comparative study".

Indian Journal of Agricultural Economics. 27 (4) 1972 

pp. 37-42.

5. Binhammer, H. H. "The Institutional Framework for mobilizing

savings in Tanzania". Paper No.69.7. Economic Research 

Bureau, University of Dar-Es-Salaam. 1969.

6. Bottomley A. "Interest Rate Determination in Under-developed

Rural Areas". American Journal of Agricultural Economics.

57 1975. pp. 279-291.

7. Brumberg R. E. "An Approximation of Aggregate Saving Function".

Economic Journal. 46 1956. pp. 66-72

8. Chakravorty S. K. "A recent change in Saving-Investment Direction

of the small cultivators in West Bengal (India)". Indian 

Journal of Agricultural Economics. 27 1972. pp. 64-74.

9. Chauhan K. K. S., Mundle, S. and Jodhar, B. "Income, Savings and

Investment Behaviour of Small Farmers". Indian Journal of 

Agricultural Economics. 27 (4), 1972. pp. 43-50.



10. Choong Y. A. "Resent Savings Behaviour of Rural Household in

South Korea". fl/D/C Seminar Report. 17. Research on Rural 

Finance. Edited by Adams D. W. and Kato Y. 1978.

11. David M. "Marketing of Food Crops and Purchase of Industrial

Commodities by Nyanza Smallholders, 1970 - 1978". Working 

Paper No. 247. Institute for Development Studies, University 

of Nairobi, 1975.

12. David, M. and Wyeth, P. "Kenya Commercial Banks Loans in Rural

Areas: A Survey".Working Paper No. 342. Institute for

Development Studies, University of Nairobi, 1978.

13. Denburg, T. F. and McDougall, D. M. Macroeconomics. Nern York.

MacGraiu-Hill 1972.

14. De Wilde, 3. C. Experiences mith Agricultural Development in

Tropical Africa. Uolurne I. Baltimore, Maryland. The Johns 

Hopkins Press, 1967.

15. Dillon, B."Financial Institutions in Kenya 1964-71: A Preliminary

Analysis". Working Paper No. 61. Institute for Development 

Studies, University of Nairobi 1972.

16. Domar, E. D. "Expansion and Employment". Harrod, R. F., "Domar

and Dynamic Economics". Readings in Macro Economics.

Edited by Mueller, M. G. Neu/ York. Holt, Rinehart and 

Winston, 1970.

17. Duesenberry 3. S. Income, Saving and the Theory of Consumer

Behaviour. Cambridge, Mass., Harvard University Press, 1949.

18. Evans, M. K. , "The Importance of Wealth in Consumption Function".

Journal of Political Economy. 75, 1967. pp. 335-351.

19. Friend, I. and Jones, R. "Study of Consumer Expenditure, Incomes

and Savings". Proceedings of the Conference on Consumption 

and Savings. Volume II. University of Pennsylvania. 1960.

94



95

20. Friend, I. and Lieberman, C. "Short-Run Asset Effects on House

hold Saving and Consumption: The Cross-Section Evidence".

American Economic Review. 65. 1975. pp. 624-633.

21 Friend, I. and Taubman, P. "The Aggregate Propensity to Save". 

Review of Economic Statistics. 48. 1966 pp. 113-132.

22. Friedman, M. A Theory of the Consumption Function. National

Bureau of Economic Research, Princeton, 1962.

23. Gunther, H. "Private Saving in Uganda". Financial Aspects of

Development in East Africa. Edited by Martin P. Munchen 

Weltforum Verlag, 1970.

24. Harrod, R. F. Towards A Dynamic Economics. London. Macmillan

and Co. Ltd. 1948.

25. Hunt, D. "Personal Saving in Africa: Strengthening the

Institutional Framework (Commercial Banks, Post Office Savings 

Banks, Thrift and Credit Co-Operatives, and Savings Banks 

Proper). Working Paper No. 323. Institute for Development 

Studies, University af Nairobi, 1975.

26. Oohnson, G. E., and Whitelaw, W. E. "Urban-rural income transfer

in Kenya: An Estimated Remittances Function". Discussion

Paper No. 137. Institute for Development Studies, University 

of Nairobi. 1972.

27. Ouster, F. T. and Taylor, L. D. "Personal Savings in the Post

War World: Implications for the Theory of Household

Behaviour. Towards a Theory of Saving Behaviour". American 

Economic Review. 65. 1975. pp. 203-209

28. Kahlon, A. S. , Hal, H. S. and Singh, G. "Savings and Investment

Patterns of Farm Families in the Punjab (India)". Indian 

Oournal of Agricultural Economics. 27. 1972. pp. 19-29.



96

29. Kamau, C. "The Effects of Kenyanisation on Personal Saving.

Preliminary Report on Data Collection and Some Tentative 

Conclusions. Working Paper No. 97. Institute for Develop

ment Studies, University of Nairobi, 1973.

3D. Kenya. Central Bank of Kenya. Twelfth Annual Report for the 

Financial Year Ended 30th Dune, 1978. Nairobi, Government 

Printers, 1978.

31. Kenya. Economic Survey, 1979.

32. Kenya. Economic Survey, 1980.

33. Kenya, Economic Survey of Central Province 1963/64, 1968.

34. Kenya. Integrated Rural Survey, 1974/75.

35. Kenya Into The Second Decade. (World Bank Country Economic

Report). Baltimore and London. The Dohns Hopkins University 

Press, 1975.

36. Kenya. Ministry of Economic Planning and Development. Central

Bureau of Statistics. Social Accounting Matrix; A Preview. 

Nairobi. Government Printers, 1976.

37. Kenya. Nation Economic Survey, 1976/77.

38. Kenya. Nation Economic Survey, 1977/78.

39. Kenya. Nation Economic Survey, 1978/79.

40. Kenya. The Development Plan, 1979 - 1983.

41. Keynes, 3. M. The General Theory of Employment Interest and Money.

New York, Harcourt, Brace and World. 1936.

42. Kumar, R. , Sharma, M. L. , and Sisodia G. S. Mobilisatio
Rural Surplus - A Study of Savings in Rural Hissar (India)*. 

Indian Dournal of flnricultural Economics. 52-X-l

pp. 16-25.



97

43. Lewis, W. A. Economic Development uiith Unlimited Supplies of

Labour. The Manchester School of Economics and Social 

Studies. 1954.

44. Lewis, W. A. Theory of Economic Grouith. London. George Allen

and Unwin Ltd. 1955.

45. Little, 3. M. D. and Scott, M. F. G. Using Shadou; Prices. London.

Heinmann, 1976.

46. Mack, R. P. "The Direction of Change in Income and the Consumption

Function". Review of Economic Statistics. 30. 1948. 

pp. 239-258.

47. Massel, B. F. and Heyer, 3. U. "Household Expenditure in Nairobi:

A Statistical Analysis of Consumer Behaviour. Discussion 

Paper No. 48. Institute for Development Studies. University 

of Nairobi, 1967.

48. Massel, B. F. "Determinants of Household Expenditure in Rural

Kenya". Discussion Paper No. 49. Institute for Development 

Studies, University of Nairobi, 1967.

49. Mikesell, R. F. and Zinser 3. E. "The Nature of the Savings

Function in Developing Countries: A Survey of the Theoretical

and Empirical Literature". 3ournal of Economic Literature.

11. 1973 pp. 1-26.

50. Nandal D. S. "Pattern of Income, Investiment, Expenditure and

Savings of Selected Demonstration Farms in Havyana India". 

Indian 3ournal of Agricultural Economics. 27. 1972,

pp. 11-18.

51. Nurkse, R. Problems of Capital Formation in Under-developed

Countries. New York. Oxford U.P. Basil Blackwell. 1955.

52. Ochoro, W.E.O. , Musoko, G. C. and Obondo, L. N. "Rural Saving".

Long Vecation Internship Programme". Department of Economics, 

Univerisy of Nairobi, 1973.



98

53. Odada, 3. E. 0. "The Role of the Sugar Industry in Kenyan

Economy: A Case Study of the Lake Victoria Basin". Seminar

Series on Lake Victoria Basin Development No. 4. Institute 

for Development Studies, University of Nairobi, 1979.

54. Pandey, H. K., Nath, V. and Singh, R. P. "Pattern of Income,

Saving and Investment in Agriculture in Eastern Utter Pradesh 

(India)". Indian Journal of Agricultural Economics. 27 (4) 

1972, pp. 30-36.

55. Paiuar, 0. R. and Patil, V. B. "Measurement of Rural Surplus at

the Micro Level in Sugar Factory Areas of the Maharashtra 

State (India)". Indian Journal of Agricultural Economics.

30 (3) '1975, pp. 10-15. .

56. Ramsey, F. P. "A Mathematical Theory of Saving". Economic

Oournal. 38. 1928, pp. 543-559.

57. Ruozi, R., Mattuva, P. and Masini, M. "Household Savings in the

African Context". In A/D/C Seminar Report: Research on

Rural Finance. Edited by Adams, D. W. and Kato, Y. 1978.

58. Scott, M. FG. Project Appraisal in Practice. London,

Heinermann, 1976.

59. Singh, H. and Gugnani, 0. P. "Farm Saving and Their Mobilization".

Indian Oournal of Agricultural Economics. 30 (3) 1975.

pp. 1-10.

60. The Mumias Sugar Scheme Feasibility Study. Nairobi Government

Printers. 1965-1966.

61. Von Pischke, 0. D. "Farm Credit in Kenya". Miscellaneous Paper

No. 74C. Institute for Development Studies. Univesity of 

Nairobi, 1973.

62. Von Pischke, 0. "Kenya's Co-Operatives Savings Scheme".

Working Paper No. 204. Institute for Development Studies. 

University of Nairobi, 1975.



Walters, A. A. An Introduction to Econometrics. London. 

Macmillan. 1968.

Westergaard, P. "Co-Operatives in Tanzania: Their Functions

as Economic and Democratic Institutions some economic 

comments". Paper No. 70.16. Economic Research Bureau. 

University of Dar-Es-Salaam. 1970.



100

LIST OF APPENDICES

1 (a) The Survey Raw Data - Income and Wealth Assets. S3

1 (b) The Survey Raw Data - Expenditure Outlets and 96

Saving Residual

1 (c) The Survey Raw Date - Household Characteristics 99

2 (a) Figure Is The Location map of Mumias area 102

2 (b) Figure II: The Sample Survey Area 103

3 Computor Output of the Correlation coefficients 104

between any two variables of all the variables

in the study

4 (a) Computor Output of the Regression of Saving 105

Residual on Income, Wealth Assets and Household 

Size

4 (b) Computor Output of the Regression of Saving 106

Residual an Income from Sugar-cane, Income from 

all the other Sources, Wealth Assets and House

hold Size.

5 The structured questionnaire used for data 107

collection

Appendix Page



101

WEALTH ASSETS

Appendix 1 (a) THE SURVEY RAW DATA - INCOME AND

Other
Crops
and

Animal
Products

Wages
Remi

ttance
Business

Total of 
Income 
F rom 
These 
Other 
Sources

Sugar

cane

Total

Income

Wealth

Assets

Held

1 4800.00 14400.00 - 7200.00 26400.00 22700.00 49100.00 46180.00

2 720.00 - 8000.00 2480.00 11200.00 10734.00 21934.00 27086.00

3 - - 6000.00 16510.00 22510.00 21000.00 43510.00 44900.00

4 - 4800.00 - - 4800.00 9248.60 14048.60 15065.00

5 2880.00 - 1200.00 4920.00 9000.00 35080.00 44080.00 15450.00

6 270.00 - 1000.00 - 1270.00 30600.30 31870.30 28708.00

7 880.00 14400.00 - - 15280.00 20250.70 35530.70 30205.00

8 - - 6000.00 - 6000.00 16655.30 22655.30 18630.00

9 1400.00 - - - 1400.00 34275.35 35675.35 19845.00

10 2420.00 - 3980.00 600.00 7000.00 3300.00 10300.00 20750.00

11 400.00 - 400.00 800.00 48900.75 49700.75 20800.00

12 - 450.00 - - 5400.00 35525.50 40920.50 33760.00

13 - 14400.00 - - 14400.00 12050.15 26450.15 13000.00

14 600.00 - - 6600.00 7200.00 22185.15 29385.15 11080.00

15 - 10200.00 - - 10200.00 22075.85 32275.85 10730.00

16 800.00 - - - 800.00 44255.50 45055.50 22005.00

17 55.00 - 200.00 mm 255.00 8756.50 9011.50 18480.00

18 800.00 - 2000.00 - 2800.00 31481.35 34281.35 30961.00

19 - - - 6000.00 6000.00 5482.55 11482.55 19005.00

20 - 15600.00 8400.00 - 24000.00 15067.00 39067.00 14886.00

21 90.00 2510.00 2600.00 4000.00 6600.00 28239.00

r
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Appendix 1 (a) Cont*d

Other
Crops
and

Animal
Products

Wages
Remi

ttance
Business

Total of 
Income 
F rom 
These 
Other 

Sources

Sugar

cane

Total

Income

Wealth

Assets

Held

22 - - 400.00 - 400.00 9000.00 9400.00 35315.00

23 - - - - - 13700.50 13700.50 26517.00

24 - - - - mm 6975.20 6975.20 20000.00
25 400.00 - - 3600.00 4000.00 5021.60 9021.60 20865.00

26 600.00 - - 1200.00 1800.00 11996.00 13796.00 16080.00

27 - - - - - 10256.75 10256.75 17500.00

28 800.00 - 1200.00 - 2000.00 9856.15 11856.15 15740.00

29 - - - - - 3105.10 3105.10 19630.00

30 1444.00 - 800.00 15756.00 18000.00 7799.60 25799.60 18397.00

31 600.00 - - 3600.00 4200.00 2685.60 6885.60 19897.00

32 - - - - - 6329.10 6329.10 13544.00

33 - - 2400.00 - 2400.00 2270.55 7070.55 20798.00

34 - - - - - 7103.45 7103.45 16609.00

35 - - - mm - 7769.90 7769.90 10270.00

36 - - 1800.00 - 1800.00 26976.45 28776.45 11815.00

37 1892.00 - - - 1892.00 23150.00 25042.00 18650.00

38 630.50 - - 3822.00 4452.50 13000.00 17452.50 8772.00

39 - - - - - 14975.80 14975.80 7297.00

40 - - - 1095.00 1095.00 20000.00 21095.00 12350.00

41 mm - - - - 9420.35 9420.35 10404.00

42 425.00 - — 3320.00 3745.00 10000.00 13745.00 11926.00
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Appendix 1 (a) Cont'd

Other
Crops
and

Animal
Products

Wages
Remi

ttance
Business

Total of 
Income 
From 
These 
Other 
Sources

Sugar

cane

Total

Income

Wealth

Assets

Held

43 mm - - 10000.00 10000.00 26000.00 36000.00 25682.00

44 mm - 120.00 - 120.00 14200.00 14320.00 16219.00

45 - mm 11200.00 11200.00 15017.35 26217.35 13958.00

r
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Dowry Ceremonies

Medical

Treatment

Clothes
and

Dresses

Labour

Wages

School

Fees F ood

Durable

Goods

Other

Expenditures

Total

Expenditure

Saving

Residual

1 - 6000.00 600.00 2300.00 1200.00 3950.00 15186.70 1500.00 1620.30 32357.00 16743.00

2 - 2800.00 100.00 2000.00 1640.00 340.00 9558.80 3133.00 1425.00 19996.80 1937.20

3 3300.00 - 2000.00 2800.00 3400.00 3077.00 10669.30 4000.00 1323.30 30569.60 12944.40

4 400.00 500.00 100.00 1250.00 - 360.00 9379.05 1425.00 1000.00 14414.05 -865.45

5 - 2000.00 1000.00 2000.00 - 3620.00 9353.70 15000.00 1500.00 34473.70 9606.30

6 - 1500.00 400.00 3000.00 - 4500.00 10043.20 2500.00 500.00 21443.20 10427.10

7 2000.00 - 1600.00 2000.00 1200.00 120.00 10629.35 7000.00 1800.00 26349.35 9181.35

8 1200.00 - 1000.00 1050.00 - 2500.00 10761.05 2100.00 600.00 19211.05 3444.25

9 - 2600.00 200.00 900.00 - 4130.00 9250.60 8615.00 970.00 27665.60 8009.75

10 - - 200.00 1500.00 - 300.00 5872.45 300.00 430.00 8602.45 1697.55

11 - 4000.00 1500.00 3500.00 - 6295.00 12177.35 8000.00 700.00 36172.35 13528.40

12 - - 2000.00 2500.00 1200.00 2620.00 10228. 9D 10535.00 950.00 30033.90 10891.60

13 3000.00 - 500.00 1000.00 - - 8741.00 5094.00 1100.00 19435.05 7015.10

14 - 1000.00 550.00 2500.00 600.00 3040.00 9225.15 7145.00 200.00 24260.15 5125.10

15 20G0.00 - 100.00 1500.00 1200.00 60.00 10502.00 7000.00 1000.00 23362.00 8913.80

16 4000.00 3500.00 900.00 2000.00 1000.00 3930.00 12834.20 12130.00 1500.00 31794.20 13261.30

17 - - 70.00 1000.00 - 1800.00 7477.00 470.00 100.00 10917.00 -1 905.50

18 - 600.00 500.00 2500.00 468.00 4600.00 8991.80 8200.00 500.00 25759.80 8521.50



Appoodix 1 (b) Copt•d

Dou/ry Ceremonies

Medical

Treatment

Clothes
and

Dresses

Labour

Wages

School

Fees Food

Durable

Goods

Other

Expenditures

Total

Expenditure

Saving

Residual

19 - - 100.00 1000.00 ■ - 2620.00 7377.20 1440.00 150.00 12687.20 -1204.65

20 - 1500.00 2000.00 3000.00 1200.00 1800.00 10388.20 10000.00 1200.00 31088.20 7978.80

21 - 2500.00 - 500.00 - 220.00 3156.80 232.00 250.00 6858.80 - 258.80

22 - 1100.00 100.00 500.00 - - 8103.70 500.00 340.00 10643.70 -1243.70

23 - 700.00 20.00 1000.00 900.00 1500.00 8364.85 460.00 650.00 13594.85 105.65

24 - 500.00 50.00 500.00 - 1865.00 5565.70 391.00 300.00 9171.70 -2196.50

25 - 150.00 - 600.00 - 322.00 5915.10 60.00 320.00 7367.10 1654.50

26 - 200.00 - 200.00 - - 10672.85 - 300.00 11372.85 2423.15

27 - 500.00 50.00 1000.00 - 4042.00 5882.10 300.00 500.00 12274.10 -2017.35

28 - - 100.00 1000.00 - 2116.00 5398.60 2150.00 250.000 11013.60 842.55

29 - - - 300.00 - 1800.00 3235.95 55.00 150.00 5540.95 -2435.85

30 - 1000.00 - 1500.00 630.00 3550.00 9960.0b 550.00 300.00 17490.00 8309.60

31 - 200.00 70.00 400.00 - 1970.00 4624.40 350.00 100.00 7714.40 - 828.80

32 - - 50.00 200.00 - 2230.00 2148.10 1410.00 160.00 6198.10 131.00

33 - 500.00 120.00 600.00 - 236.00 7455.55 380.00 300.00 9591.55 -1921.00

34 - - - 1000.00 - 1990.00 3493.65 130.00 250.00 6863.65 239.80

35 - - - 450.00 - 295.00 6034.10 120.00 277.00 7176.10 593.80

36 3000.00 4500.00 - 1000.00 - - 11775.45 1370.00 400.00 22045.45 6731 ,15



► Appondl x 7 (E>) Cant’ d

Medical Clothes Labour School Durable Other Total Saving
and

Dou/ry Ceremonies Treatment Dresses Wages Pees Pood Goods Expenditures Expenditure Residual

37 2500.00 - 200.00 2000.00 1000.00 - 12660.55 280.00 600.00 19240.55 5801.45

38 700.00 - 160.00 2380.00 - 180.00 8402.45 2061.00 250.00 14133.45 3319.05

39 - 700.00 400.00 500.00 750.00 - 7451.45 458.00 300.00 10559.45 4416.35

40 - - 2500.00 200.00 400.00 - 10061.00 280.00 300.00 13741.00 7354.00

41 1400.00 - - 1000.00 900.00 510.00 5196.75 1405.00 150.00 10561.75 -1141.40

42 500.00 800.00 100.00 800.00 - - 9140.65 725.00 600.00 12665.65 1079.35

43 2150.00 2000.00 - 1500.00 2800.00 4650.00 13877.00 2788.00 850.00 30615.00 5385.00

44 1000.00 2200.00 200.00 1500.00 600.00 92.00 6686.35 210.00 250.00 12738.35 1581.65

45 800.00 2600.00 150.00 1000.00 1800.00 1780.00 10132.20 1241.00 250.00 19753.20 6464.15

\
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Appendix 1 (c) THE SURVEY RAW DATA - HOUSEHOLD CHARACTERISTICS

Educa-
House- Number Age of tion Households with

hold

of
Children
attend

ing

House-
Level

of
H O U S 6

Saving Accounts

hold hold Interest
Size School Head Head Security Rate

Households 

Willing to Start 

Saving Accounts

Interest 

Security Rate

1 13

2 5

3 8
4 5

5 7

6 9

7 5

8 7

9 6 
10 6 

11 8

12 7

13 4

14 11

15 5

16 9

17 11

18 13

19 7

20 . 5

-  6

6 42 4 -

2 68 - X

3 38 6 X

3 33 7 -

2 47 4 X

10 55 - X

1 30 11 -

3 66 3 X

2 50 - -

1 74 2 -

2 64 - -

4 49 8 X

- 28 4 -

6 40 - -

1 35 11 -

3 40 4 X

5 42 4 -

8 55 - X

4 42 4 -

2 39 11 -

2 46

X

X

X

X

X

X

X

X

X

X

21
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Appendix 1 (c) Cont'd

Educa- Households

House- Number Age of tion Households with Willing to Stait

hold

of
Children House-

Level
of Saving Accounts Saving Accounts

attend
ing hold House

hold Interest Interest

Size School Head Head Security Rate Security Rate

22 8 3 60 - - - X -

23 8 2 55 - X - - -

24 10 4 45 - - - - -

25 5 1 36 4 - - X -

26 7 1 70 - - - X -

27 12 3 50 - - - X -

28 5 - 60 2 - - - -

29 8 2 45 4 - - X -

30 9 3 55 - X - - -

31 6 1 50 - - - X -

32 5 1 40 4 X - - -

33 13 5 42 4 X - - -

34 7 4 46 - - - X -

35 7 2 45 mm X

36 8 55 X

37 7 - 76 - -

38 8 2 43 3 X

39 4 _ 50 3

X

X

40 3 60 X

41 9 5 53 4 X

7 2 34 8 X42
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Appendix 1 (c) Cont'd

Educa- Households

House- Number Age of tion Households with Willing to Start

k n  1 A

of
Children House-

Level
of Saving Accounts Saving Accounts

noio attend
ing hold House

hold Interest Interest

Size School Head Head Security Rate Security Rate

43 11 4 64 _ X _

44 7 3 64 - - - X -

45 5 1 48 4 X _
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FIGURE II .THE SAMPLE STUDY AREA
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Appendix 3 COMPUTOR OUTPUT OF THE CORRELATION COEFFICIENTS BETWEEN 

ANY TWO VARIABLES OF ALL THE VARIABLES IN THE STUDY^.

13/41/43 15/05/79 ICL 1900 STATISTICAL ANALYSIS XDS3/24

CORRELATION MATRIX SAVIN

S Y W H N G D

s 1.000 0.946 0.190 0.046 0.103 -0.051 0.220

Y 0.946 1.000 0.216 0.126 0.157 -0.046 0.252

W 0.190 0.216 1.000 0.275 0.257 0.078 -0.073

H 0.0 46 0.126 0.275 1.000 0.695 0.077 -0.286

N 0.103 0.157 0.257 0.695 1.000 -0.074 -0.118

G -0.051 -0.046 0.078 0.077 -0.074 1.000 -0.630

D 0.220 0.252 -0.073 -0.286 -0.118 -0.630 1.000

I) Note: S = Saving Residual

Y = Total disposable or cash income

W = Wealth Assets held

H = Household Size

N = Number of children in the household attanding school.

G = Age of household head

D = Education level of the household head.



b u v w u v b p  t w  w h w w w p i  up

1 3 / 4 1 / 4 6  1 5 / 0 5 / 7 9  i C L  1 9 0 0  S T A T I S T I C A L  A N A L Y S I S  X D S 3 / 2 4

K F G K E S S I ON  A N A L Y S I S  CKOS S A V I N  CUT OFF PARAMETER . 1 0 U 0 0 0 E -  5

DEPENDENT V A R I A B L E  S DEGREES OF FREEDOM 41

I ND E P E N DE N T  V A R I A B L E S  AT S I G N I F I C A N T  L EV EL  9 9 , 0 0  X

CONST Y W H
It

V A R I A B L E S  I N  THE REGRESS I ON SET
j • 
1

VAR REGRESS I ON s t a n d a r d CONF I DENCE t  s t a t PART M U L T I P L E E S S ♦

NAME COEFF ERROR I N T E R V A L CORK COR RE L A T I ON r

CONST • 2 4 2 2 . 8 5 9 9 5 5 5 , 8 5 1 5 8 8 E 3 2 . 8 5 " 0 . 4 1 0 . 9 6 4  0 . 9 3 8 . 1 3 5 3 2 7 E 9 i

Y 0 , 3 5 4 8 3 3 1 , 1 8 8 5 2 9  £» 1 1 8 . 8 2 0 , 9 5 . 0 , 6 6 0  0 . 1 9 0 . 1 C 8 9 4 4 E 1 0  I

W 0 . 0 0 1 9 2 1 1 . 2 1 9 3 2 2 E - 1 0 . 0 9 0 , 0 1 0 , 9 7 0  0 . 9 4 9 . 1 1 3 0 3 5 E 9

H 1 5 1 . 5 4 1 2 8 7 6 . 1 0 2 1 8 3 E 3 1 . 4 8 •o , a 0 . 9 6 9  0 . 9 4 6 . 1 1 9 Q 7 7 E 1
9

V A R I A B L E S  NOT I N  THE REGRESS I ON SET l

v a h T s t a t p a r t M U L T I P L E E S S
\i

NAME • CORR CORREL AT I ON i

N 0 . 1 4 0 . 0 * 0 , 9 7 0  0 . 9 4 9 . 1 1 2 9 6 2 E 9

G 0 . 0 3 " 0 , 0 1 0 . 9 7 0  0 . 9 4 9 .  11 3 .011 E 9
r

D 0 . 9 4 " 0 . 1 5 0 , 9 7 1  0 , 9 5 0 . 1 1 0 5 9 2 E 9 i
E . S . S . , 1 1 3 0 1 4E 9 • *

• ‘ " L : \

R E S I D U A L ERROR , 1 6 6 0 2 5 E 4 ■
1
tI

m u l t  c o r r 0 j 9  70 0. 9 4 9
\
i1
I
i
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16/61 / 6 6 30/03/7^ TCL 1900 STATISTICAL ANALYSIS XDS3/24

REGRESS I ON A N A L Y S I S  CRUS S A V I N  CUT OFF PARAMETER , 1 0 0 0 0 0 b -  5

DEPENDENT V AR I  Ai l  LE S DECREES OF FREEDOM 40

I NDEP ENDENT  VARIABLES AT SIGNIFICANT LEVEL V 9 , 0 U %

CONST YC YO w H

VARIABLES IN THE REGRESSION SET ■ ■ . ... .

VAR
NAME

r e g r e s s i o n  
C 0 L F F

STANDARD 
F ft R 0 R

•
CONFIDENCE
INTERVAL

T STAT PART
CORR

MULT IPLF 
CORRELATION

E S S

CuNST - 2423.2136848 .677260E 3 2 . 7 7 -0,40 0.966 U.941 , 1 2° 781F 9

YC 0 . 346531 7 , 226363 E - 1 15.40 0.9 3 0 , 78U 0.577 .754453E V

VO 0.35G2K47 .602077E- 1 «.71 0 .8 1 0.915 0.849 , 31 6 5 ft 7 F V

W 0.0203534 . 5 4 2 4 2 'f E- 1 0 .8 6 0.13 0.971 0.950 , 1 10919E 9

H 205.6533303 . 1 09034E 3 1.89 -0.29 0.969 0.946 . 1 1860 7 F V

VARIABLES NOT In THE REGRESSION SET 1
VAR
NAME

• T STAT PART
CORR

m u l t i p l e
CORRELATION

E S S

N 0,03 0 ,0 1 0.971 U . 9 51 , 108912 F 9

0 1.15 -0.18 0.972 0.952 , 1 0 532o£ V

0 1 ,1 0 -0,17 0.972 0.952 . 1 05633F V

t . s . s . , 1039 2 0E V

RESIDUAL ERROR , 1 6 6 0 1 5 E 4

MULI C u rr 0.9 71 0 .951
•

T
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Appendix 5 THE QUESTIONNAIRE USED FDR DATA COLLECTION

UNIVERSITY OF NAIROBI 

RURAL SAVINGS SURVEY FOR SUGAR CANE 

SMALL-SCALE FARMERS AT MUMIAS

NAME .............................

AGE .............................

OCCUPATION .......................

MARRIED .......................

IF Yes:

Houi many wives? ...............

How many children? .............

How many children in primary school? .

How many children in secondary school?

How many of your children have wage 

earning employment? .............

What is your level of education? ................

HOUSEHOLD INCOME

How many acres of sugar-cane did you plant?.... .

How many tons of cane did you harvest?.......... .

How much money did you get from sugar-cane?.... .
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WHAT OTHER CROPS DO YOU GROW ON YOUR LAND?

HARVESTED AMOUNT PRICE
CROP ACREAGE (BAGS OR POUNDS) MARKETED PER UNIT

If some children are mage employees do you get any financial assistance 

from them? ........................

If yes, horn often?

(i) Every month...........................

(ii) Once in three months..............

(iii) Once in six months ...................

(iv) Once in a y e a r ...................

On average horn much is the assistance in terms of shillings?

Do you do some business?

If yes, mhat t y p e......... ...............

What is your normal stock per month? .....

Horn much do you get from selling the stock?
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What expenses do you incur? .........................

( a ) Transport ...........................

(b) Rent ................................

(c) Licence .............................

(d) Others ...................... ........

If wage employee

What type of employment? ................... .

What is your cash wage per month?...........

Is your wife employed?.......... ..................

If yes, what type of employment? ............. .

What is her wage per month? .................... .

Do you have any relatives (Brothers, Sisters, etc) who are wage

employees?......................................................

Do you get any financial assistance from them?

How much per year?
/
What else do you do for a living?
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EXPENDITURE

FOOD NO. OF TIMES QUANTITY/NUMBER

ITEM IN A WEEK PURCHASED VALUE

i
MAIZE ..................................................

RICE ..................................................

FISH ..................................................

HEAT ..................................................

VEGETABLES ..................................................

SUGAR ..................................................

TEA LEAVES ............................................. .....

AMABERE ..................................................

CASSAVA ..................................................

EGGS ..................................................

COOKING OIL ..................................................

PARAFFIN ..................................................

CHARCOAL ..................................................

CHICKEN ..................................................

BATHING AND
WASHING SOAP ..................................................

MATCHBOX ......................... .........................

SALT ..................................................
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EXPENDITURE - Cant'd

FOOD NO. OF TIMES QUANTITY/NUMBER

ITEM IN A WEEK PURCHASED l/ALUE

TOMATOES

ONIONS

BEANS

MILK

How much do you pay per child in primary school?

CHILD CLASS YEARLY FEE

1

2

3

4

5

How much do you pay per child in secondary school?

CHILD FORM YEARLY FEE

1

2



CHILD FORM YEARLY FEE

3 .........................  ......................

4 .........................  ......................

5 ........................................................... ...................................................

On average how much da you spend on clothings and dresses on the family 

per year?............................. ................................

Do you have some permanent employees working for you?

If yes, houi many?....... ................................... ..........

Horn much do you pay per worker per month? .........................

Horn many casual labourers do you employ and for horn much per day?

How much money did you spend on family sickness last year?

- SCO

Did Company officials visit your sugar-cane farm last year?

If yes, did you entertain them with the following:-

Beer .....................

Tea with bread .................... .

Ugali with meat .....................

How much money did you give freely (gifts) this year?
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Hotu much did you contribute to harambee projects in the year?

How much do you spend on alcohol per week? ....... .

How much do you spend on cigarettes per week? .................... .

Do you own the following?

i . _______________________  . ■ . _ . .____________

When purchased

Possession Yss or acquired No Quantity Value

Land ..... .............. .... ........ ......

House ......................................... ......

Business ..... ............. . .........................

Livestock       ......

Radios ..... ......................................... .

Clocks      ......

Watches ..... ................... . ........ ......

Sewing machine ..... .............................. ......

Paraffin Stoves ..... .................. ................... .

Iron ...................................................

Paraffin Lamps ........................... . ........ ......

Torches ....  ..............  .................... .

Stools      ......

Chairs '....  • .............. '.... ‘ .......  .....
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When purchased

Possession Yes or acquired No

Number

Quantity Value

Tables ....  ..............

Sofas ..... ..............

Beds ............. .........

Mattresses ..... ............ .

Wardrobes .............

Cupboards ..... ..............

Ox-plough ..... ............. .

8 Car ........ ............ .

Bicycle ......................

Record Player ..... ......... .....

Radio Cassette .................. .

Cassette Recorder ..... ..............
• •

Horn much money did you spend on dowry last year?

(i) For your wife ............

(ii) For your sons' wives .......

Did you have any ceremonies last year?

If yes, what type?
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Horn much did you spend on the ceremonies?

(i) Funeral .................... .

(ii) Circumcision .......... ........... .

(iii) Any other ..........................

Did you have any loan/credit from any institution? ...................

If yes, how much did you pay back last year? ................ .......

Horn much did you pay to cover up other debts you might have had? .....

SAVINGS

Do you have any financial savings uiith any of the following institutions?

(I) In outgrowers society ...... ............... ......... .

(ii) In a commercial bank .... .

(iii) In a Post Office Savings bank ..............

(iv) In any Co-operative society ........... .

(v) In the house ..... .................... ................. .

If yes, give reasons why you have financial savings .......

If not, where would you prefer to have savings (financial)?

(i) In outqrowers society ...............................

(ii) In a commercial bank ........... ........... .

(iii) In a Post Office Savings bank ...........

(iv) In any Co-operative society ............. .

(v) In the house .................. ............
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Give trno reasons uihy you mould prefer to have savings in the institution

you have chosen


