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PREFACE

This thesis is divided into six chapters. Chapter.one
discusses the theory and philosophy of public enterprises.
The Second chapter is about the origins of public enterprises
in Kenya dating back to the colonial period and gives reasons
and factors that lead to their creation and development. |In
the third chapter, we briefly examine the development of the
Kenya Tea Industry as a prelude to discussing the management
of the Kenya Tea Development Authority, our case study in
chapter four. The fifth chapter analyses the role and
contribution of the Authority in Kenya’s socio-economic
development. We Ffinally summarise our findings and suggest
a few policy recommendations aimed at improving the
management and performance of these iImportant public institutions

in chapter six.
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AAB S T R A C T

This study is about the management and role
of public enterprises in the socio-economic
development of Kenya. Using the Kenya Tea
Development Authority as a case study, the study
begins with a look at the theory and philisoply of
public enterprises in general.

The idea that the state should participate
in the management of the economy through public
enterprises fTound its major articulation in the wiritings
of Karl Marx in the mid nineteenth century. Marx"s
major arguments iIn this regard centered on the need
for workers to control the major means of production
and distribution. This he hoped would lead to the
abolition of capitalism. These ideological
considerations have, since Marx"s writings influenced
the establishment of public enterprises iIn some
countries. In other countries, purely practical
economic and social fTactors have had the greater
influence iIn the emergence of these organisations.

At the moment almost all the countries of the
world use public enterprises for the management of
their® economies irrespective of their ideology. The
specific social, economic and political factors v

responsible for their creation do, however, vary from

one country to another.
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In Kenya, public enterprises came to
prominence just before and after the second world
war. Their emergence during the colonial period

is attributed to the following major factors:

1. The efforts by the European settlers to
monopolize the production and marketing of cash crops

and to exclude the Africans from these activities.

2. The settlers®™ efforts to develop into
agricultural capitalists and to enjoy a privileged

position In the colony.

3,, The settlers®™ persistent demand for state
assistance in the provision of Tfinancial credit (loans)

on easy terms.

The colonial government’s response to the above
and other pressures and demands v"as to create public
enterprises beginning with the 1931 Land Bank.

i

The dramatic proliferation of public enterprises
after independence iIn 1963 was due mainly to the economic
poverty of the country; Black of _Vidigenous private
capital and the reluctance of the little private but
foreign owned capital to operate in the remote and
comparatively less developed 3re.is of the country;

the risk and political danger in relying solely on
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foreign capital to iInitiate development; and the
need to fTacilitate the Africanization of the
economy by providing them with capital. The more
radical members of Kenya African National Union
(KANU), at that time, called for Africanisation
and the government saw the creation of public

enterprises os the solution.

In all these developments, one very important
participant was international private capital which
had began to operate iIn Kenya iIn the 1920"s. The
Kenya Tea Industry for example was dominated by
international capital from about 1924 to 1950 when
it was brought under statutory control with the

establishment of the Tea Board of Kenya.

The majority of Kenya®s present public
enterprises including those created during
colonialism are joint ventures between state and
international capital, with heavy reliance on
international capital, a factor that has a direct,
relevance to the management and role of these
organisations in the country®s development. One
such effect, 1i1s the fact that these iInternational
donors tend to dominate decision making over major

issues affecting these institutions and therefore



(Viii)

leaving the local management only with powers

to implement such decisions. The boards and

even the Government have, 1In other words, very
little control over these enterprises as they

do not control most of their finances. In the
case of the Kenya Tea Development Authority the
vital control 1is exercised by the Commonwealth
Development Corporation which has a representative

on the Authority®"s Board.

Over centralisation of all other management
decisions of the Authority at the head office is
in our view not good for this enterprise whose
major operations are based in the field. This
practice we contend, 1is targely responsible for
the delays in implementing decisions all of which
must be communicated from the head office down to
the field. Consequently, we recommend that
decentralisation and effective delegation of authority
should be introduced and practiced by the Kenya Tea
Development Authority. The number of the Agricultura11
extension staff should be increased and the post of
other fTield staff elevated to make this possible. It
these were effected in addition to the existing clear

cut demarcation of duties and responsibilities and the

problem of tribalism and political interference and
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support eliminated, the Authority will no doubt
be more effective than it iIs at the moment.

Our study revealed that tribalism and the
intrusion of politics are largely responsible for

the running of this enterprise as a family concern.

It is the contention throughout the discussion
that for the KTDA to effectively serve the interest
of the farmers, 1t must be more fully controlled
by the farmers through the Government. An iImportant
step towards this direction would be for the
Government to eliminate or reduce the degree to
which this enterprise depends on international
capital. Dependence cn®""'"ihternational capital has
had the effect of iImpoverishing the farmers and
the country, as substantial amounts of the farmer®s
money 1is deducted and repartriated to the metropolitan
cities as repayment of the loans from the international
donors. A lot of money belonging to the farmers is
also deducted to repay the local branches of

international companies the loans for the farm inputs

such as fTertilizers, and chemical sprays.
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It is suggested in the thesis that
for the small scale tea farmers to benefit
from the operations of the Kenya Tea Development
Authority, and for the country in general to
benefit from her public enterprises, these
organizations must be controlled by the government
more Tully than is the case now. In economic terms
this would require disengagement from the present
capitalist domination by the developed world and
international capital. In political terms this
would mean nationalisation of the country®s major
economic institutions including public enterprises
and the restructuring of the country®s internal

economic policies.



INTRODUCTION

This study is about the management and
role of a public enterprise (The Kenya Tea
Development Authority) 1in Kenya®s socio-economic
transformation or development.l1 The task of
development requires enormous resources which
to the best of my knowledge no single state the
world over has ever had in abundance and in

sufficient quantities.

The concept of development which |1 consider
crucial to the understanding of the work being
undertaken here is, like many other social
science concepts, complex and not easy to
define. Different people and schools of thought
have defined and assigned different meanings to
it. Fredrick Engels for example views develop-
ment as "a constant process of rejecting old forms
of social and economic organization and methods
of production and taking up new and more progres-
sive ones. It implies both qualitative and
quantitative change. Although some of its aspects
. be borrowed, development must be largely
indigenous since it is a logical outcome of peoples
interaction with the totality of their natural
conditions. In effect it touches the concern off
the people since, a society will only develop
as individuals iIn it develop their true potential
and are prepared to give themselves the social
efforts to which they feel personally related
and in which thev have rights to control their
personal destinies®. Fredrick Engels "The Origins
of the fTamily, Private Property and the State~’
in Selected Works Progress Publishers, Moscow,
197 B iM.



The mere fact that both the "developed™ and
"developing' states engage iIn iIntensive and
extensive international trade itself attests

to the inadequacy of development resources.

Mobilisation of resources both human and
otherwise has therefore been a common and major
concern and activity of all governments. The
difference between states in this respect has
been the approach and method used by different
states and we should add here that the approach
taken by different states has often been dictated
by such factors as the country®s political ideology
and philosophy, history, economic environment and
so on. Although resource mobilisation is a

a dynamic and continuous process it has tended to

In this thesis we agree more or less witji
the above definition but regard development as a
continuous process that involves not necessarily
the rejection of the old forms of organization
but in most cases and perhaps more important, the
improvement of old or existing forms of organization
and production, with the aim of achieving a more
efficient production. In addition, the improved
production must be accompanied with a concern for
justice in the form of an equitable or egalitarian
distribution of the products so produced.



assume particular significance during and
immediately after crisis periods such as

after two world wars when states®™ resources

have been depleted by war expenses. Resource
mobilisation has also been of great significance
to the developing world recently declared
politically independent. Shortage of development
resources has been particularly acute in these count-
ries, and on attainment of political iIndependence
virtually all of them embarked on the exercise of
exploitation and mobilisation of any and every

available resource fTor development.

Generally speaking, three different
approaches to resource mobilisation and economic
regulation and management have been used by
different states for different reasons some of
which 1 have cited above. Each of these
approaches indicate the nature and extent of
state involvement in the country®s economic
management and is important in distinguishing
between state;. «

The Tfirst and perhaps the oldest approach
that was adopted by many governments was that which
viewed the role of the state iIn the ?egulation of

economic life as undersirable. This view which was



articulated in the famous Laissez fTaire doctrine

of Adam Smith, viewed the state"s role as limited

to defence and foreign affairs only and any
intervention of the state in the economy was

to be resisted. According to this approach, if

the state must be involved iIn the economy at all,
that involvement must be restricted to the

provision of a congenial economic and political
atmosphere in which production can take place.

This involves essentially the provision of legal,
political, administrative and economic incentives
and infrastructure for the private entrepreneurs.
Opportunity for private individual or group action
must be permitted and the individual must be allowed
to give free play to all his energy and aspirations.
In other words the state should leave the power to
make economic decisions in the hands of the economic
agents or private individuals and groups. The role
of the state was only to make possible and guarantee

this free activity.

With the development of new technology "and

the resultant new forms of social relations and

2

Sraelser, N ., The Sociology of Economic Life,
Prentice-Hall Inc., Englewood Cliff, New Jersy,
1963, p-. G.



institutions more and more people began to

regard the role of the state in the regulation

of economic activity as desirable if not

inevitable. Although this view of the state

as a potential actor and regulator of national
economic life had been conceived of even during
the 17th and 18th century mercantilism, the . =
idea that the state should actually control and
manage the nation®s economy did not find its
major articulation until the writings of Karl
Marx in the 19th century. Thus we can say that
the i1dea that the state should actively and
directly intervene in production and distribution
dates back to the writings of Karl Marx. According
to this view or approach to economic management,
the state should control all the major means of
production through state institutions or public
enterprises. This then forms the second of the
three Approaches to resource mobilisation and
economic management. Since this view was
articulated, the world has witnessed the prolife-
ration of public enterprises in almost all

countries.

In between the two, is the third approach
t
which is really just a combination of the Tirst

two main approaches discussed above. According



to this approach, the role of the state and

that of the private "sector or private economic
agents 1is viewed as complementary and that the

two should not be seen as being incompatible.
According to the advocates of this approach there
are certain areas of economic activity that can
best be handled by the state while others are

best carried out by private individuals or groups.
These will be discussed in detail at a later stage
in this introduction. The most important thing

to note here is that this approach advocates -

the utilization of both the state and the private
sector in a country®s economic management and

development.

At the theoretical level it would appear
that the first two approaches to resource
mobilisation can and must only be used one 1in
isolation of the other. In other words it would
appear that a country using the first approach
cannot at the same time have elements of the
second approach and vice-versa. The third /
approach therefore seems to be unworkable at
least at the theoretical level. In actual practice
however,.this has not been the case. , The trend
has béen towards more and more countries combining

the first two and in effect using the third



approach. Although it is true that the
usefulness of state enterprises for develop-
ment is quite accepted by virtually all
countries3 that of private economic agents

and institutions has been equally recognized.
The realization that state iIntervention in the
economy and the use of state enterprises Iis
vital 1is very well demonstrated by the United
States of America (USA). USA traditionally
was quite suspicious of, and opposed to any
degree”) of state iIntervention in the economy,
but since the 1st World War, it has developed
several state enterprises and used these to
control and manage 1its economic activities.
This has been alongside private enterprise.
The African situation perhaps illustrates the
picture more clearly. In almost all the
countries iIn this continent, 1irrespective of
their political philosophy or ideology, public
enterprises have continued to operate side by
side with the private sector. In fact even 1in

Tanzania which since the Arusha Declaration 3

3Balpg, N., Administrative Management of Public
Enterprise, Final Report of Xll1lth International
Congress of Administrative Sciences, Paris 20th -
23rd July, 1965.

International Institute of Administrative Sciences,
Brussels, 1966, p. 13.



min 1967 decided to rely on state enterprise for
the control of the economy we still find that
private enterprise plays an important role in

the development of the country.
Justification and Significance of the Study

Kenya which right from the time of
independence opted for a policy of encouraging
the dominance of her economy by the private
sector4 has noneftedess established and continues
to establish public enterprises. While during
the colonial period there were only a handful
of public enterprises in the country and confined
to the agricultural sector only, the situation

is not so today.

There are at the moment about sixty six
parastatals and country wide cooperatives”™ in the
country and the number will definitely increase

as every sector of the economy iIs T“improved-.

4
See Republic of Kenya, Sessional Paper No.10
of 1965 on African Socialism and I*ts Application

to Planning in Kenya. Government Printer, Nairobi

~Republic of Kenya: Review of Statutory Boards

(Chairman; Philip Ndegwa) Presented to the
President in May, 1979, Government Printer ,
Nairobi, p. 2.



The government has every now and again reminded

the managers of these public enterprises of the
importance and need for proper running of these
institutions and their potential for the

development of the economy and the country generally.
The establishment of commissions of enquiry into the
management of these organisations since and even
before independence shows the concern that the

government has over these institutions.

Inspite of the tremendous proliferation
of public enterprises in the country and the
apparent iImportance that the government attaches
to them as evidenced by the commissions of
inquiry set up to look into their management
as well as the frequent and numerous complaints
from the public and members of parliament,
there has been no systematic academic study
undertaken regarding these institutions that |1
know of. Conspicuously lacking is a study of
the management or administration of public enter-
prises (parastatals) iIn Kenya as well as their”
effectiveness and contribution to the country®s
development. In my view such a study is long
overdue. Such a study is necessary/, Tirst, 1in
order to understand and evaluate the problems

that face these organisations, especially the



effect of local and the international socio-
economic environment on the administration and
effectiveness of these enterprises iIn trying
to achieve their objectives. This 1is analysed
in this study which is an attempt to Till the

gap already mentioned.

One public enterprise, the Kenya Tea
Development Authority, (K.T.D.A.) was selected
for study. Several reasons were iIn my mind
when |1 decided to select this as a case study.
In the first place, sources at the World Bank
and even in government cite Kenya Tea Development
Authority as one of the most well managed and - ~
successful parastaTals in Kenya? It is a &es
unique case 1In a situation where the majority
of parastatals are said and considered to be v
poorly managed and are in fact considered
failures. I was therefore curious and wanted
to find out why this particular parastatal has
succeeded where the majority have fTailed. Thelo
study hopes to give an insight into the adminis-
tration of this enterprise with a view to
being able to use the Kenya Tea Development

f

Authority example to improve the management and

performance of other parastatals in the country.

See for example, The Weekly Review, May 4, 1979 p. 28.
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Secondly, Kenya Tea Development Authority
is a public enterprise that iIs very heavily dependent
on international finance and capital through loans
from the Commonwealth Development Corporation (CDC)
the organisation of Oil Producing Countries (OPEC),
the World Bank etc. In this respect it is represen-
tative of most other Kenyan parastatals which, as
we shall see in chapter two, depend on loans
from private foreign donors. 1 therefore felt that
in studying this particular enterprise,(Kenya Tea
Development Authority,)we would be able to unearth
and understand the effect of the participation of
international capital not only on the performance of
parastatal organisations in the country but also on
the efforts towards the country®s autonomous

independent development.
n

This 1is significant in the light o”and as it
hopes to contribute to the theoretical debate tafc
has been going on for the last two decades or so
regarding the effects of the relationship between
International capital iIn particular, and the wes.tern

t

world in general on the development of the third world.
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According to a school of thought labelled
"dependency or under development theorists”

of which Samir Amin, G.A. Frank, W. Rodney

and G.A. Brett among others are strong subscri-
bers, the third world®"s continuing dependence

on the western world since colonialism and

their increasing or increased reliance on
international capital in the form of ™"aid"

and i1nvestments and joint ventures such as

the Kenya Tea Development Authority only
benefits the western developed world and some
sections or fractions of the third world com-
prador bourgeoisie and is the cause of the
deepening underdevelopment of third world. The
dependency theorists® see international capital as
the force responsible for the extraction and
repatriation of the economic surplus from the
third world to the developed world thus leaving-
the third world countries poorer while enriching
the centre,, capitalist countries. According to
Frank the solution lies iIn the third Workjcuttvm)off
links with the developed world. Amin on the other
hand sees the solution as lying in the stopping
of the repatriation of the economic surplus from

/
the third world to the developed world.
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On the other hand, and opposed to the
dependency theory is a school of thought we might
call ~conventional or development theorists”
among whom we have Bill Warren. The
main argument of this school of thought is
that underdevelopment of the third world 1is
caused by internal conditions (not classes)
within these countries which prevent them from
achieving the advances accomplished by the
developed countries. They consequently recommend
the use of western capital and technology as a
means of increasing productivity, income, industri-
alisation and therefore socio-economic development
of third world countries. This western theory has
found support iIn several third world countries as
evidenced by their wide acceptance and reliance on

international capital and iInvestments.

The development theorists®™ opposition
aside, the dependency theorists especially the
arguments of Amin and G. Frank that the problem ,
of underdevelopment in the third world is caused
by the unequal relationship between the developed
and the underdeveloped (third world) qpuntries

have recently been heavily criticised by among
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others Weeks and Elizabeth Done7 These
critics point out that the analysis and
arguments of the dependency theorists

(Amin and Frank especially) ignore one
important fact or consideration that
determine exploitation and underdevelopment

in all countries including the third world.
This fTactor is the nature of the mode of
production within the developing world.

These critics point out that so long as we
have classes within the third world countries
which in all societies is determined by the
capitalist mode of production, exploitation
will continue as the dominant class iIn these
countries will appropriate the economic
surplus to themselves, thus exploiting and
underdeveloping the majority of the population.
This will occur 1irrespective of whether or not
the third world countries cut off links with
the developed capitalist world as Frank would
recommend they do and also whether or not the
third world countries put a halt to the

extraction and repatriation of the surplus "

7Weeks J. and Dore G. “International Exchange
and the Causes of Backwardness”. In Journal

of Latin American Perspective, I17sue 21 Vol. VI
November, 2, Spring, 1979.

T %
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value from the third world to the developed world

as Amin would suggest.

The study and discussion on the role
of Kenya Tea Development Authority, a joint
venture between 1iInternational capital and the
Kenya Government, presented in Chapter Six,
touches on some of the issues such as the effects
it has on the socio-economic conditions of the
small scale tea farmers and the country"s develop-
ment. It should therefore throw some light and

contribute to the above debate.

Intellectual curiousity on my part therefore
was a major drive in undertaking this study. |
was also interested in finding out why a capitalist
country like Kenya which has clearly declared that
it will rely on the private sector continues to
establish and use public enterprises as a means of
regulating her economy. These reasons will be
discussed especially in chapters two and three and
will also be mentioned whenever it is appropriate

in the rest of the thesis. I

Scope of the Study:

Although this study is on the gmnagement

and role of public enterprises in Kenya, the focus



is limited to one such enterprise, namely the

Kenya Tea Development Authority. In terms of

regions therefore, we would be expected to cover

and carry out our research in all the thirteen

or so districts in which the Kenya Tea Development
Authority operates. The possibility of doing this
was considered. The author realized however, that
given the limited time and research funds and other
constraints, a study covering such a large area would
not be as thorough as one would wish it to be. The
author therefore decided to confine the research to
one Kenya Tea Development Authority area of operation.
Kericho District was chosen as a major area of study
although a few visits were made to Kisii and Embu.
One of the reasons why Kericho District was chosen

is because the district is one of the oldest and
biggest tea growing areas and also where we have both
the small scale and large scale growers and large
private commercial estates like the Brooke Bond and
African Highlands. This makes comparison of the two
different organisational styles possible, interesting
and valuable. In discussing the management of thF
Kenya Tea Development Authority, the study focusses
on an evaluation and assessment of the weakness and
effectiveness of some of the major administrative
techniques and devices used by the Auf%ority and how
or the extent to which these have contributed to the

performance of the Authority.



There is therefore no pretence on the part
of the author that this is an exhaustive study of
all the aspects of the Authority’s management.

On the contrary the author feels that several areas
of the Authority®"s management are still open to

a critical analysis and study and further research.

Nature of Data and Methodology of Study:

Nature of Data

It is the role of social science and
of social scientists to understand and explain
social phenomenon. This requires fTirst and
foremost that the social scientist has access
to the relevant data and then that he analyses
the data before he can begin to give reasons and

explain why the social phenomenon occurred.

In our case, we set out to study and
explain the management and role of public
enterprises iIn Kenya®"s development and 1in
particular the management and role of the
Kenya Tea Development Authority. We wanted
to explain why this Authority has performed
the way i1t has and what specific cdﬁtribu—

tions it has made to Kenya"s economic develop-

ment. We therefore needed to and did collect



two sets of data. The first set of data

was on the management of the Authority,

Kenya Tea Development Authority, and included
information on the control structure and

system of Kenya Tea Development Authority.

The relationship between the organisation and
the Ministry of Agriculture which is the

parent ministry, the field/head office
relationship, decision making and coordination
systems in the Authority as well as the problems

that face the Authority etc.

The second set of data included data on
the role that the Kenya Tea Development; Authority
has played in improving life in the rural areas,
its contribution to th socio-economic transforma-
tion of the farmers attached to it, its impact
on the national economy and general development
etc. We gathered information on farm size,
revenue earned by the tea farmers from the sale
of their tea to the Authority, consumption and

investment pattern etc. among these farmer-s.

Methodology of the Study:

In collecting the above data two different
research .or data collection methods, were applied

whenever appropriate. For certain types of



19

information we relied on secondary or aggregate
data. This involved going through and reading
all the relevant documents such as the Kenya

Tea Development Authority Annual Report and
Accounts, Files containing information about

the organisation that were made available to me,
relevant newspaper articles and magazines and
any other official documents that were available
and relevant. Information from such documents
were cautiously analysed and used in this thesis.
Content analysis therefore was an iImportant
method used in collecting data and information

for this study.

There were, however, certain types of
information that could not be obtained by the
use of the above methods. There were some
information obtained by the use of the above
methods which needed updating and therefore
called for different methods. Information on
data such as why a particular Kenya Tea
Development Authority farmer does not use
fertilizer or why some farms are neglected «
could not be reliably and adequately supplied
by the use of aggregate data or content analysis.
To obtain and verify such information we used
primary data or the qualitative method. This

involved the use of a questionnaire.
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The questionnaire and the interview were
administered personally with the assistance of one
or two research assistants. These assistants were
invaluable especially in cases where the author
and the respondents could not communicate well
either because of the language barrier or because
of hostility on the part of the respondent. The
assistants were local people who knew the local
language, the areas and the people well. In the
absence of the above problems or constraints which
many researchers do encounter, | preferred to, and
did carry out the interviews personally. (See
appendix Tfor the questionnaire used). In addition
to the research methods discussed above. I a.lso
whenever appropriate, and possible used the parti-
cipant observation method. This involved attending
several of the relevant Division and District Tea
Committee Meetings. In some of them, |1 participated
by asking questions about what was being discussed
and in some of them, |1 was allowed to make comments.
In others | simply sat in the meetings and recorded
what was said and which had relevance to this Gtudy.
Participation iIn these meetings enabled me to obtain
very valuable information and insight into the
working, nature, purpose and duties Pf the tea

committees at these two levels as well as the Kenya



21

Tea Development Authority tea committee
system generally. My findings about the
committee system is presented in chapter fTour

of this thesis.

As we stated earlier on, two sets of
data were collected to enable us carry out this
study. We collected data on management and on
the effects this Authority has on the fTarmers.
At the farmer level a total of sixty six tea
growers (farmers) were interviewed. These
were randomly selected. This is certainly a
very small fraction or number given the fact
that in Kericho alone, there were a total of
15617 tea Tarmers in 1980. (See table two
chapter 5 page 2X6°")". The fact that our sample
is small did not however alter the reliability
of our findings because as Prewitt8 has pointed
out, i1t is not the size of the sample that is -
important in deciding whether or not our
findings are reliable. Rather it is the
representativeness or homogeneity of the sample

#
that Is the iImportant issue. In our case we

Prewitt, K. Introductory Research Methodology:
African Applications, Institite Fdr Development
Studies University of Nairobi, Occasional Paper
No. 10, 1974.



found out that the socio-economic and other
aspects of the Kenya Tea Development Authority
farmers iIn Kericho were not vastly different

one from the other. We are dealing with a

sample that is more or less homogeneous in

terms of their socio-economic conditions.

We are in other words saying that our sample

of sixty six Tarmers is quite representative.
Interviews were also carried out among the
extension staff in the field including the
officers at the Kenya Tea Development Authority
office in Kericho. Very valuable information

was available from this category of staff since
most of them are employees of the Ministry of
Agriculture on se.cppdment to the Authority.

From them therefore we were able to gather a

lot of information regarding the relationship
between the Authority and the staff from the
Ministry of Agriculture and especially information
on how this relationship affects the morale of
these workers and therefore the Athority”"s
effectiveness and performance. At the head office,
I interviewed all the departmental heads including
the General Manager. Each of these were iInterviewed
more than once. In interviewing them, 1 used

mainly oral interviews.
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In administering the interviews two
major questionnaire designs were used. Although
my initial idea was to ask all respondents and
particularly the farmers identical questions
in a particular order, as the interviews
progressed, | realized that being very rigid
would not permit me to collect al] the relevant
information that would be useful for this thesis.
Consequently and inspite of the fact that 1 had
a set of questions arranged in a particular
order 1 tended to alter the order iIn which the
questions were asked as the interview situation
developed. It should be noted however that I
did not modify the questions very drastically
as | moved from one- farmer to another. This was
in realization that doing so would make our

analysis of responses rather difficult and cumberaome.

Regarding the questions administered to
the management i1t was not in my view helpful
to rely on structured interviewing and therefore
relied almost entirely on an informal and "
flexible approach. Thus one can say that In my
interviews of both the farmers and the Kenya Tea
Development Authority management, |, used both the

structured and the unstructed iInterview. The

type of interview used was determined by the
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type of information | was seeking and from

whom 1 was obtaining it or seeking the answers.

My questions were consequently both
open and closed depending again on the type
of information 1 wanted. In cases where |1
used open questions and the respondent®s
answers indicated that they did not understand
the question being agLed, I made probes by
asking additional questions. This 1is something
I would not have done had I not personally

administered the iInterviews.

The reading of the relevant files and
documents as well as the farmer®"s records at the
head office enabled me to get the kind of informa
tion 1 could not get by either interviews or
observation. The farmers® records were parti-
cularly helpful in counter checking the informa-
tion given to me by the farmers in the field.
This counter checking was also done by holding
informal discussions with the farmer and the I
extension officers whenever 1 met them iIn bars
and other social places. Public barazas
organized by Kenya Tea Development ﬁuthority

officials as well as the Divisional and District
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Tea Committee meetings also enabled me to

countercheck information and gather new data.

The field research for this thesis
was carried out between October, 1980 and
December, 1980. I first spent the fTirst
five days discussing ny mission with Kenya Tea
Development Authority Officers iIn the Kericho
office and to request for their assistance 1iIn
knowing the areas where 1 was going to operate.
On the sixth day I set out to interview the
farmers accompanied by the Assistant Tea Officer
for the District who knew almost all the farmers-®
homes and even names. I carried out my interviews
without any break until December 5th, 1980, when
I went back to Nairobi to organize the data already
collected. Between February 1st and March 5th, 1981,
I carried out interviews with the staff at the Head
Office. In between | made several regular visits
and contacts with farmers and field staff in Kericho,
Kisii and Embu. The duration of my research was

therefore approximately four and a half months.
I

With the help of the Assistant Tea Officer
in Kericho 1 did not encounter any major difficulties.
There were of course problems such a™ absence of

farmers whenever |1 visited them and occasionally a
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farmer would refuse to give information
regarding his income and what he does with

his i1ncome. Sometimes of course, many did
give 1incorrect information on certain aspects
of the questions asked. Some of these |

was able to find out and therefore correct
from the records kept at the head office. The
extension staff too did help verify some of
these incorrect responses. One farmer for
example completely refused to talk to me even
though 1 was with the Assistant Tea Officer
who he knew well. I later learnt that two
weeks before 1 met this particular farmer,
officials from the Income Tax had taxed his
income from tea vary heavily and he was still
afraid that they were fTollowing him. When he
realized that 1 wanted to ask him about the
development and progress of his farm, and that,,
I was not an employee of Kenya Tea Development
Authority or Ministry of Agriculture, he
declined to talk to me. His fear was that 1
could pass on the information to the Income Ta;.
On the whole, however, the farmers and the

extension staff were very friendly and cooperative.
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Finally, I want to state that all along
in carrying out this study and when writing the
thesis, i1t was constantly kept in mind that
organisations do not operate in a vacuum. Rather
they respond to environmental pressure Just as
much as the environment responds to pressure from
the organization iIn several ways. An organisation®s
environment can be small or big depending on the
nature of the organisation and can include either
or both the local and foreign influence. The
Kenya Tea Development Authority"s environment
includes both the local and foreign components.
All these do affect the role and working of this
organization iIn one way or the other. Its
management must therefore take into account all
these iImportant environments and their possible

or/and actual influences.

A particularly important guiding factor
in the study"s attempt to assess and evaluate
the management, role and contribution of Kenya
Tea Development Authority to the socio-economic =
transformation of the country is the declared
economic policy of the government. The Kenyan
development path, as noted earlier, is based on
Mixed enterprise. - .. This was the

situation during the colonial period and was



continued and stressed after the attainment

of political independence in 1963. Not only
will this policy guide our assessment of the
role and contribution of Kenya Tea Development
Authority, but we shall also take into account
the stage of this capitalist development. This
will no doubt have important effects on the
Authority®"s contribution to the development

of the country. This, then, iIs the context
within which we shall discuss the management
and role of Kenya Tea Development Authority

in the socio-economic transformation of the

country.
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CHAPTER ONE

THEORY AND PHILOSOPHY OF PUBLIC ENTERPRISES

In this chapter, we propose to examine the
motives behind the creation and emergence of public
enterprises and to attempt a definition of these
organisations. We shall discuss the different types
of public enterprises IiIn existence, the way they are
managed and the problems that effect them especially

in the third world.
The Concept of Public Enterprises:

We saw in the introduction to this study that
public enterprises as a method of state iIntervention,
regulation, control, and management of the economy is
now a popular phenomenon to be found in all types of
economies be it mixed type (capitalist) or socialist
economies. In spite of this proliferation of public
enterprises, opinions still differ and there lacks
consensus regarding the precise definition and meaning
of the concept. We shall therefore begin this discussion
by reviewing some of the definitions that have been
offered by various writers and scholars of public
enterprises. From these we hope to b% able to offer
a definition of public enterprise for the purpose of

this thesis.



30 -

Some writers on the subject, have argued,
that the term public enterprise should be used
to refer to any undertaking in which the govern-
ment .is involved in one way or another. These
writers include A_H. Hanson who in discussing
these enterprises, observes that:-

Clearly, development is a "total®™ operation

to which all the state machine have to be
geared. To ask how much the state shall
contribute to economic development is
therefore meaningless. The forces of
development are not vaiting to be unleashed.
They have to be created and then - at the
very least - fostered and guided. Only the
public authorities have or can acquire the
resources and the power adequate for this
task. Hence the whole process of develop- n
ment might be considered as public enterprise!

Here Hanson does not distinguish between
the activities of private individuals or groups
and those of the‘public sector in the task of
development. He does not use the term public
enterprise to refer to iInstitutions hut. to a
process of development which he says is a total
operation. His usage of the term public

enterprise is, however, too general for our

purposes.

Hanson, A.H: Public Enterprise and Economic
Development. Routledge & Kegan Pp.ul Ltd.,
London; 1959, p. 115.
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In 1ts definition, the Secretariat of the
United Nations Economic Commission for Africa said

the following regarding public enterprises:-

Broadyly speaking, it might be said that public
enterprise is a form of government initiative,
participation and control of part of the
national economy, particularly in productive
economic activities. These organisations
generally control in full or participate 1In

an undertaking which in the public interest,
ought not to be exploited solely for individual
gain or profit nor treated as a monopoly2.

The definition given by Macauley and the
association for African Public Administration and
Management (AAPAM) were more specific and comprehensive
than the two already given. These two at least talked
about how the public enterprises are created, how they
are run, and their relationship with the central
government. This point about the relationship between
public enterprises and the central government 1is vital
when we consider that in some countries public
enterprises refer only to those organisations created
by the central government while in other countries
they include even those enterprises created by local

3
government.

"Inproving Performance in Public Enterprises”: East
African Management Institute/Germany Foundation for
Intermational Development. Conference Report Arusha
Tanzania December, 2.5. 1975 p. 8.

*foee Balog N. Administrative Management of Public
Enterprises. Final Report of XIllth International
Congress of Administrative Sciences. Paris 20 - 23
July, 1965, International Institute of Administrative
Sciences. Brussels, 1966.
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According to Macauley,e= Public enterprise
(in this contex) refers to those institutions
created by government for implementing development
programmes and TFTor supplying essential service which
by the nature and magnitude of capital involved
cannot be left to free enterprise. They are set
up by acts of parliament and arc an arm of government.
In short the term public enterprise refers to marketing

4
boards and government corporations.

The Association for African Public Administration

and Management referred to public enterprise as ™an
institution operating services of an economic, or social
character on behalf of government but enjoying an
independent legal entity; it is largely autonomous

in 1ts management though responsible to the public
through government and subject to some direction by
government; it Is equiped on the other hand with

independent and separate funds and the legal and

commercial attributes of commercial enterprise®?

Macaul .ey,S. “Management of Public Enterprises: /
The Sierra Leone Experience by Rweyemann & Hyden
(edt.) A Decade of Public Administration in
Africa. East African Literature Bureau, 1975.

Association of African Public Administration and Management.
A Profile of African Services in the 1980°S/P.60.



Id -ftf

33

The last two definitions given above
approximate the one used in this thesis. For us, a
public enterprise is an iInstitution created by the
Central government, normally by an act of parliament
v/hicb determines and defines its areas of operation,
and through which the government participates directly
in the economic and social management and development
of the country. It is an autonomous 1institution 1in
terms of its internal management and 1is not required
to conform to, and strictly follow the bureaucratic
rules and procedures required of regular government
departments and ministries. As a public institution
however, a public enterprise 1is subject to public
control and is accountable to the public through the
parent ministry under which it falls. The administration
or management of a public enterprise 1is usually, but not
necessarily the responsibility of a publicly appointed
board and the employees of a public enterprise are not

civil servants.

Later in this chapter we shall give a classifica-
tion OF public enterprises and shall show the degree to

which each one conforms to the characteristics described

above.
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1L_ origins and Motive Behind t;ha~ Cr~rttion of

P.Mic Enterprises

As we already pointed out, the idea that the
state should directly be 1involved in the management
of the economy dates back and found -its major
articulation 1in the writings of Karl Marx*3 1in the
mid nineteenth centry. Having experienced the
consequences of the industrial revolution 1in Europe,
on the lives and living conditions of the Western
world, Marx formed the opinion and was convinced that
the peoples®™ misery was the directlresult of the private
enterprise economy which was made possible and
encouraged by the theory of limited state intervention
in the economic development of the state. Marx*®s
argument 1in this regard was thatvprivate enterprise

only led to an intensified exploitation of the majority

of the people by the few who controlled state power.

b
4
6

Reflections on Public Enterprises 1in Nigeria.
Conference Paper on Public Enterprises in Nigeria."

Institute of Administration, Ahrpadu Bello University,

Zaria, 1970
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The alternative of this, he thought, was the
system in which the state on behalf of the
people i.e. citizens, controlled all the
major means of economic production. He
consequently called for state enterprises to
be established and used as the machinery for
the control of these major means of economic

production.

Marx®s writings about the role of state
enterprises in the improvement of peoples” living

pnnHit.inns hart a Tot. of influence on cavernments

In most of Eastern Europe, the establishment of
public enterprises were in fact a direct result
of tie arguments oJL Marx regarding their role in

soci”™-economic development.

It was In other words the need for the
people to control their means of economic production
that led many of these governments to establish
public enterprises. It would facilitate an
equitable allocation of a country®s economic =

social and even political resources.

In 1921 when Lenin introduced the New
Economic Policy in Russia, many enterprises were

transformed from private hands to the ownership



by the state in accordance with the theory

of state control of productive enterprises.

The new policy was thus attempting to eliminate
private enterprise whole evils Marx had talked
about? Since 1933 all major Soviet iIndust-
rial and economic enterprises have been based
and organised on the principle of state or

public ownership.

In the Eastern European countries it
was not only U Ssifl however, that developed
public enterprises as a result of purely
political or ideological considerations as
we said earlier. It was mainly ideological
considerations for -example that were behind
the major political and economic changes that
occurred in the people®s Republic of China
under Mao-Tsetung. He was influenced by
the economic arrangements in Rusia and while
rejecting private enterprise he called for
state owfiership. Many other cases could be
cited in Eastern Europe where the major
impetus to public enterprise or state own-
ership was ideological. The two cases will,
however, suffice to show that in this region

ideological considerations played the leading role.

Fredmann and Carner, Government Enterprises.
Columbia University Press, 1970, p. 120.
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Political motives also played an
important role in the creation of public
enterprises iIn Western Europe. It was
said for example that in Britain one of
the major arguments for or in favour of public
enterprises was the exploitation of the worker
by private enterprise. Combes says that at the
core of the Labour Party®s thinking about public
enterprise has always been a feeling that public
ownership is an iIndispensable means of socialist
economic policy? Public ownership iIn Britain
started with the nationalisations of British
industries by the 1945-50 Labour government.

It was the undesirable consequences of leaving
large scale organisations introduced in all
parts of Britain by”the previous conservative
government that convinced the 1945-50 Labour
government of the need to abolish private enter-
prise. We are reminded by Combes in this

respect that:

Combes, D. State Enterprises: Business or
Politics. London George Allen & Unwin Ltd.,
Ruskin House, Museum Street, 1971, p. 21.

/
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What really worried Labour leaders
and supporters, however, was the
effect of leaving large scale
undertakings in private hands.....
moreover, there was unmistakable
antipathy in the labour party to
the profit motive. To solve the
problem created by private control
of monopolies and by the allegedly
selfish and wasteful principles of
private enterprises, therefore
everything was now staked on the
policy of abolishing private onwner-
ship In certain basic industries.... 9

It will be remembered that the depression
of the early 1930s caused the living standards
of the British industrial workers to deteriorate
considerably. The result was a lot of discontent
among the workers and the population as a whole.
All these problems and misery were blamed on the
proliferation of private enterprise encouraged
by the conservative‘government that was iIn power
before the labour government. The Ulabour leaders
feared that they would be blamed for continued
economic misery and saw state ownership and -
control of industrial enterprises as the only
solution. Although these problems seem to have
been the major cause in the change to public -
ownership in Britain, there are reasons to
believe that the British Labour Leaders were to
a large extent influenced by the ideas, of Marx.

/
According to Combes, these i1deas of workers9

9. Combes, D. State Enterprises: Business or Politics.
London, George Allen & Urwin Ltd. Ruskin House ,
Museum Street, 1971, pp- 20 - 21



control were already talked about in Britain
in the late nineteenth century after the

writings of Karl Marx.

We are aware that political or ideological
considerations were also a major motive behind the
creation of public enterprises iIn France. Like
in Britain, public enterprises in France started
by the nationalisation of i1ts major industrial
enterprises after the second world war. The main
reason was the need to bring these industries
under the workers® control. There were of course
other reasons behind the British and French
nationalisations other than ideological. Many of
these industries TOr example were nationalised
because it w bodgeved thE it was not in the

~
"natighéj :1nkexgsr" to leave them in private
hands. Even 1In Eastern Europe sometimes state -
ownership was motivated by a combination of
practical economic and social considerations.
The only difference is that iIn most of EasternI
Europe it was mainly ideological considerations
that influenced the establishment of public
enterprises. In Western Europe on the other hand

/

it Is said that politics played a less important

role. We shall discuss this later.



There are very few cases iIn Africa and
the third world generally where political ideology
was the major fTactor or consideration behind the
creation of public enterprises. In Africa,
after political independence, many countries
argued that there was need to demonstrate not
only to the rest of the world, but particularly
to their own citizens, that they were capable of
obtaining economic independence as well. In other
words In most of these countries the only political
argument behind the creation of public enterprises
was that it would assure the ordinary people that
they now controlled their own economy since these
enterprises would be owned by the government. This

new political

masters were going to get the support of their
people that they so badly needed if they were tou

stay In power.

In fact some of these leaders particularly
the few farsighted and radical ones realized that
Political independence was not going to be automati-
cally followed or accompanied with economic
independence and the economic emancipation of
the ordinary people, and that this was going to

unacceptable to the ordinary people since
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economic emancipation had been promised to

them by the nationalist leaders. The masses
had, as a result of these promises, hoped

to gain economically by controlling and

having a say iIn the economic system that

would follow independence. Having amassed
wealth themselves, and fearing that they would
loose support of these hopeful masses, and

that of the more radical leaders in their ranks,
many African leaders and governments decided to
intervene i1n the management and control of the

economy by creating public enterprises.

It must be noted that the iIntention here
was not so much to genuinely restructure the old
economic system and relations but merely to make
the ordinary person or people feel that they now
were in control of their economy as well. In
other words most of these leaders wanted their
citizens to feel that the economy too was truly
theirs and to i1dentify with 1t. This, it was
hoped, would create an amount of political con-~
tentment and stability needed to stay in power
and advance their own interest backed .by foreign
capitalists. There is no wonder thep that most
Public enterprises in Africa rely on international

Vv

CaPital for their operations. .
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Perhaps the only good example of an
independent country in Africa where real political
ideology shaped the nationalisation of foreign
firms and the establishment of new public
enterprises is Tanzania. In Tanzania, political
independence was followed by a clear definition
of a political 1ideology embodied 1in the Arusha
Declaration of 1967 which defined e socialist
strategy for development.lg Although the country
was just as poor or even poorer then most other
countries in the continent in terms of both state
and private capital, the Tanzanian leadership
through the Arusha Declaration sought to redistribute
the little available wealth more or less equitably
and to generate more wealth through self reliance -

They believed that it was only through.

Ewapachu, B. "The Restructuring of Public
Enterprises for Improved Performance." In
I_u>rowl.ng performance In _[Tubl _ic Enterprises.

ast African Management Institute/Germagy Foundation
°r Intermational Development. Conference Report,
Arusha, Tanzania, December 2-5 1975, P 57
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state ownership of the major means of economic
production that they would ensure the success

of policy of self-reliance and socialism. Many
private foreign as well as local companies

were consequently nationalised and new enterprises
created. It was mainly these i1deological con-
siderations that played the crucial role. Outside
Tanzania there could only be one or two other
countries that were influenced by such i1deological
reasons and arguments. It means therefore that
there must be other considerations that influenced
the establishment of public enterprises in most
other countries iIn the continent and in other

parts of the v/orld.

Apart from political 1ideology, purely
economic needs or reasons have influenced the
decision by many countries to establish and use
public enterprises. Many newly independent
countries in their attempts to develop their
economies have been greatly inhibited by lack of
capital particularly private iInvestment capital.-
In some cases there is private capital but it
is not adequate for the purposes of development

which as we pointed out is a huge and, expensive

exercise. We are reminded of a statement iIn a



44

British Journal, The Economist, that, the most
likely field for state enterprise in expanding
economy is where private enterprise 1Is under-

developed:

"in the new industries and new products
where the risks are great and the private
entrepreneurs in an age of capital-”
scarcity and high taxation of profits -
many will hand back'"H
In Sweden for example we are told by
Verney, that the initial impetus to public
ownership (other than the long establishment
post office) was primarily economic, “In a
country so large, so sparsely inhabited, and
so comparatively underdeveloped as Sweden was

in the nineteenth century, only the state could

provide complete network of railways and telegra-

In such cases those with private capital
would be reluctant to invest especially in very

remote parts of the country. This 1is because

Hanson, A_H. (ed ) Public Enterprise. A Study of
Its Organization <nd Management 1in Various Countries.
International Institute of Administration Sciences.
Brussels 1954, p. 12.

Verney, D.V. Public Enterprises in Sweden:
Liverpool University Press, 1959, p. 8.
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doing so would be increasing his risks.

To develop such areas in a situation where
private enterprise 1is reluctant to operate,
the state has no alternative but to intervene.
This is especially so when the activity in
question 1is considered vital for the survival

of the state or is in the national interest.

Inadequacy and the reluctance of private
entre-prenuers to avail their resources for
development has been particularly acute in Africa.
Most of these countries were subjected to colonial
rule and colonial exploitation for several decades.
Most of their ecpnomies were externally oriented
and tied to those "of the metropolitan powers
especially their former colonizers. The indigenous
people were not given a chance to acquire wealth
and to develop economically. By the time political
independence was won there were hardly any indige-
nous or local people with sufficient capital that
could be invested for general overalldevelopmeqt.
The only little private capital there was at
independence was owned by expartriates who, 1In many

cases, made very quick exit from these countries.
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Many of these countries therefore had no
alternative but to rely on the state to mobilize
and provide the necessary capital for investment
and development. It was out of these practical
economic necessity that we saw several African
countries resorting to the establishment of
public enterprises. This was irrespective
of the type of:economy they adopted. As the Swedish
case shows, economic motives are not only confined
to Africa and the third world. In fact in several
cases even in the developed world such as Britain,
usually a comb ination of practical economic necessity
and politics have made it necessary for 6Lblic

enterprises to be created.

One other major argument Tfor the creation of
public enterprises especially in the developed
world has been the development and existence Of-
large scale commercial and business organisations.,
With the development and use of these large scale
organisations, it became increasingly clear ﬂﬁat
the traditional civil service methods of administra-
tion would not work satisfactorily. New and
different structures and methods of organisation
were needed which could facilitatetquick decision

making and yield quick res"ilt*. TMs was the oas®

wi-"-h the coming of th~ inHus+rinl r~volut™on ~hi"ll



47

has spread almost all over the world. We already said
that in Britain the Labour government was rather
unhappy with big business being left in private hands.
What we did not say specifically was that they
considered this state of affairs not only immoral but
also inefficient. Public enterprise was therefore
regarded TfTirst, as a means of abolishing private
ownership which was considered immoral. Secondly,

it was seen as a means to greater efficiency and an
indispensable means of central economic planning.13
For these large scale organisations to be run well, it
was Telt and argued that not only did we need public
enterprises but also proper planning. Planning it

was thought, would also be made possible and much more
efficient 1f we have public enterprises. Thus we see
that public enterprises were being established both as
means to greater efficiency and also to facilitate
economic planning. This was because planning is usually
done by the government and since public enterprises are
controlled by the government, it would be ea.sier if

the economy was run on public enterprise basis. ,

13
Combes, D. State Enterprises: Business®™ or Politics.
London; George Allen and Unwin Ltd. Euskin House,
Metiseum Street, 1971, p. 21. -
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In fact government economic planning has become
a very 1important aspect of development the world over.
In Russia for example, since the introduction of the
New Economic Policy 1in 1921, planning has been
vigoriously used as a means of directing and
controlling development. Public enterprises have
facilitated this process and the soviet economy as

we know, rests on public enterprises since 1923.

In the developing world, development plans are
so wide-spread that no country wants to be left
behind. In fact here the main reason for planning
is that i1t iIs a prerequisite for aid from the
developed worlq- Public enterprises in the developing
world have been used to get loans as the donors
feel more assured of loan repayments it their
loans are controlled by government owned enterprises.
The donors feel further that their funds would
be managed more efficiently by public enterprises

under government control. -

Although the argument, that public enterprises
are more efficient than private and other forms of
organisations still persists today, the experience

/
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of the developing countries and particularly Africa
has done little to support this argument. It
efficiency 1is used to refer to the maximum
achievement of organisational objectives with or

at minimum cost, then the African public enterprises
have not been efficient. Several of them have been
poorly managed and in fact run at losses.

Mwapachu observed that;

Nonetheless there is no doubt that in many
countries public corporations have been
moderately successful or fallen short of
what was expected of them. IT we were to
consider the incidence of public inquiries
into those operations of public enterprises
as indicative of failure, then a larger
percentage of them have indeed failed. In
East Africa, several public corporations have
posted deficits-year after year prompting
the establishing of public commissions to
scrutinize theilr operations. It 1s also
equally certain that these corporations have
often been used to the personal advantage

of the few bureaucratic elite with the
result that the leadership has amassed
enormous wealth over a very short period of
time.14

Mwapachu, B., : "The Restructuring of Public
Enterprises”®™ in Improving Performance in Public
Enterprises. East African Management Institute/
Germany Foundation for International Development.
Conference Report. Arusha Tanzania, Dec-, 2 - 5th,
1975, p- 56.
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This poor experience in Africa as shown by the
above observations, goes a long way to show that
public enterprises in themselves are not necessarily
efficient. In other words a mere prescription of
rules, structures and procedures as did the
administrative theorists and Taylor®s scientific
management, does not necessarily make an
organisation®s management efficient. As the case
of public enterprises in Africa has shown, for an
organisation to run efficiently, It must iIn addition
to 1ts rules and structures, take iInto account its
environment* A hostile environment will have a
different effect on the efficiency of an organisation
from that of a cooperative environment. Similarly,
peoples attitude towards an organisation especially
that in which they are employed, will affect the
efficiency of an organisation in one way or the
other. The effect of an organisation®s environment
on its efficiency was iIn fact succinctly pointed out
by A. H. Hanson when he observed;-

An up to date administrative technique on the other

hand is closely related to a particular economic,

social and political situation, and cannot be bodily

superimposed a. one of e_fundamentally different

qualify. Hence the frustrating irrelevance of many

of the so called principles of public administration

whichv/estermn experts conscientiously teach Africa,
middle Western and South Asia Students.15

15
Hanson, A. H. Public Enterprise and Economic Development

Routledge and Kegan Paul Ltd., London, 1959, p.
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In Africa, the people®s attitudes towards
public organisations are particualrly important in
affecting the efficiency of these organisations.
Kenya for example, particularly during the 1970s,
many people heading parastatal organisations

regarded these organisations and their positions

In

thereon as a ladder to acquiring personal wealth and

completely neglected the public interest that these

organisations were meant to serve. The result was
that several of the parastatals were poorly run
with huge losses being made year after year. All
these prove that public enterprises as such are
not necessarily efficient as was believed several
decades ago. Other”envifomental factors must be
<
considered. The 1idea however, still persists that

public enterprises are necessarily more efficient

than the civil service.

A further drgument that has been commonly

used to justify the creation of public enterprises

is the idea that because the government has control

over these institutions, having been created by
them, the government can use the profits generated

by them, for further socio-economic development.



Most public enterprises do generate profits
although this is not necessarily the aim. Since
these profits are public funds, the government
can ask or require them to surrender part of this
money to the Treasury to be used for fTurther
development of the enterprise or new ventures.
This is something governments can"t do with private
enterprises as these institutions cannot be
forced to surrender their profits to the government.
Even in cases where there is such a requirement,
private organisations have been known to cleverly
evade taxation through such methods as denying
that they are making any profits. Public
enterprises on the other hand would find it hard

to evade or cheat the government on such grounds.

This argument that public enterprises will
make profits which the government can then use for
further development is based on two assumptions.
First, there is the assumption that these
organisations will run efficiently. We have however,
seen In the case of Africa that this assumption
is not always correct. Most African parastatal
organisations have been running inefficiently

and making huge financial losses. In® fact 1in



several cases, governments have been forced to

lend out money to parastatal organisations

instead of getting money from them in the form of
profits. The assumption, however, was made and

had an influence on the decision to create public
enterprises. The second assumption was that the
state had the interest of all at heart and would
therefore use state enterprise profits to develop
all areas of the economy. Although this 1is a

very noble assumption sometimes things do not work
that way. Politics and political struggles may
not allow this to occur and inspite of the existence
of public enterprises, one may still find some or
particular parts of"the country more developed than

the others.

In addition to the above practical political
and economic necessities, governments particularly
in the third world, were driven into the use of
public enterprises because in these countries, the
state is regarded as the sole fTactor in development.
This attitude is partly due to the poverty of the
®asses in these countries caused by the colonial

economic and social policies. It is/also due to
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the fact that many promises were made to the masses
by their leaders during the struggles for
independence as we already pointed out. Because
of the two reasons stated above, the state is
regarded in these countries as the only organisation
capable of securing the resources necessary for
development, or at least, it Is expected to set
pace for development. This is probably why we
find that civil servants in most African countries
are charged with the task of directing, gontrnH.inmrf
and accelerating development. In Kenya this 1is
certainly the case as was emphasised by h _
Kenyatta when in an address to his district officers
in 1965 he said:-

" from now on, civil servants merits will be judged

by their contribution to the development plan.

They will be called to explainany failure to achieve their
target™ . 16.

The use of civil servants or the civil service
as initiator of development is actually prevalent
ail over Africa. It 1s merely a response to the
aspiration and expectations of the people In a
situation where there is no indigenous private

~fltreprenuers sufficient to iInitiate development.

fUria, .G* "The District Officer: A Colonial Shell™
n David, K. Leonard (ed . Rural Administration

--5_Kenya. East Africa Literature Bureau, 1973,
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public enterprises in these countries have therefore
been established by governemnts to supplement and
assist the efforts of the civil service iIn development.
In fact so many public enterprises have been
created in Africa to supplement the civil servants
that chief Udoji remarked that:-

IT the rate at which these bodies are being

created and financed were indicative of

economic growth of these countries, or the

success of the bodies themselves at least

some of the countries would be near the

stage of economic take off_17.

The point being made here regarding the use
of public enterprises it Africa is that they were
established to assist the civil service of these
countries in the task of development which as we saw
was regarded as the sole responsibility of the
central government. Secondly, in the majority of the
African states, these organizations were created to

supplement rather than replace the available private

enterprisel

17

bdoji, J .0. "Some Measures for Improving
performance and Management of the Public
Enterprises” In RweyemamU and Hyden.,

A Decade of Public Administration in Africa,
East African Literature Bureau, 1S75, p. 23.
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Finally in discussing the motives or theory
behind the creation and use of public enterprises,
mention must be made of the social considerations.
There are several special social services needed
by citizens at low costs and which private
enterprise or the traditional civil service

cannot supply adequately.

I have in mind here the provision of
electricity, water supply, essential foodstuffs
and pther social ammenities considered necessary
for any community. These are services that could be
very expensive if they were left in the hands of
the private entreorenuers. Many parts of the
country particularly the less developed ones would
probably not get them as the people there could
not afford them. The government being responsible
for the development of the entire country usually
takes this responsibility and establishes public
enterprises to facilitate the supply and distribution

of such services.

The provision of these social services is of
Particular significance to the developing countries
where large areas are poor and with big differences
jn terms of development. To alleviaté poverty,
reduce these development gaps, governments have

een forced to develop public enterprises. These

°dies at least can be directed to provide these
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social services at costs that the ordinary person
can afford and in all parts of the country.
Whether or not all governments have managed to
successftully use these institutions to equitably
distribute and supply such services cheaply to all
parts of the country is of course debatable. As
we indicated else where in this chapter, politics

may not always make this noble aim possible.

What we have been saying iIn the last several
pages is that political i1deology as well as practical
social and economic factors have been the major
considerations that led to the establishment of
public enterprises. One factor or set of factors
may determine the creation of these organisations
in one country while completely different factors
may play the major role iIn another country. We
have tried to show this by indicating how iImportant
some factors were in the creation of public enterprises
in the developed world as compared to the developing
world. We have also done so by showing the most
important factor in Eastern Europe as compared
to Western Europe and seen that political ideology

played greater role iIn the East than in the West.
/



58

Jjvpes of Public Enterprises:

It should be noted here that there are at
present several different types of public enterprises
in different countries. The differences reflect
not only the type of function these enterprises
are meant to perform but also their environment.

The fTirst type of public enterprise that

was used or established was what i1s known as:-

The Departmental Management:

Hanson says that the departmentally managed
undertaking i1s the traditional type of public
enterprise, both in the developed and in
developing countries.18 These are enterprises
that operate more or less as an extension or
extended arm of a regular government department
subject more or less to the same civil service
rules and regulations. Departmentally-managed type

of public enterprises have the following distinguishing

characteristics:-8

18

Hanson, H. A. Public Enterprise and Economic
“ k°ncon® Houtledge & Kegan Paul, 1959,
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i) The enterprise is financed by annual
appropriations from the treasury and all,
or a major share of iIts revenues are paid

into the treasury;

ii) The enterprise subject to the budget,
accounting and credit controls applicable
to other government departments;

iif1) The permanent staff of the enterprise are

civil servants, and the methods by which
they are recruited, and the conditions of
service under which they are employed, are
ordinarily the same as for other civil

servants;

iv) The enterprise is generally organised as a
major subdivision of one of the central
departments of government and is subject to

the direct control of the head of departments.

v) Whenever this applies in the legal system of
the country concerned, the enterprise
possesses the" sovereign immunity of the “state
and cannot be sued without the consent of

the government.19

Hanson, H. A. Public Enterprise and Economic Development,
London, Houtledge and Kegan Paul, 1959, p. 388.
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From the above characteristics, it is clear
that the departmentally managed public enterprise
lacks management autonomy considered vital for the
efficiency and success of these organisations.

It is considered that without this autonomy its
administrative flexibility is greatly reduced

resulting in inefficiency.
The Public Corporation:

This is one of the most common public
enterprise form today both in the developed and
developing world. One of the distinguishing
characteristics between this type of public
enterprise and the one we have just discussed
is iIn their autonomy and therefore operational
flexibility. In te:;; of 1its relationshi; with
the central administration, (government) the status
of their employees as well as internal management,
the public corporation is both more autonomous and
flexible than the departmentally managed public

enterprise.

According to a United Nations Technical
Assistance Administration study, the public
Corporation can be recognized by the following

Principal characteristics:-
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It is wholly owned by the state.

It is generally created by, or persuant
to, a special law defining i1ts powers, s
duties and Immunities and prescribing the
form of management and i1ts relationship to

established departments and ministries.

As a body corporate, it is a separate

entity for legal purposes and can sue ,,

and be sued, enter into contracts and acquire

property iIn its own name.

Corporations conducting business 1in their
own names have been generally given
freedom in. making contracts and acquiring
and disposing of property than ordinary

government departments.

Except for appropriations to provide

capital or to cover losses, a public

Corporation is usually independently

financed. It obtains its funds from
borrowing either from the Treasury or the
public, and from revenues derived from the

sale of i1ts goods and services. It is

authorised to use and re-use iIts revenues.
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vi) It is generally exempted from most regulatory
and prohibitory status applicable to

expenditure of public funds.

vii) It is ordinarily not subject to the
budget, accounting and audit laws and
procedures applicable to non-corporate

agencies.

viii) In the majority of cases, employees of
public corporations are not civil
servants, and are recruited and renumerated
under terms and conditions which the

corporation itself determines.”~0

The Joint Stock or State Company

This is the third type of public enterprise
that has been extensively used iIn Europe and in -
several parts of the developing world especially
in Latin America and Asia. Normally a joint stock

company or state company refers to enterprise@

20

Hanson, H. A. Public Enterprise and Economic Development,
London, Routledge and Kegan Paul Ltd., p. 3A3.
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registered as an ordinary private company in which
the government has control of some or all the
shares. It may be created by private individuals
as a private company and later the government may
right from the start, create such a company and
ask private individuals to buy its shares. Hanson
says the following regarding state companies:
The term state company is here used to
denote an enterprise, established under the
ordinary company law of the country concerned,
in which the government has a controlling
interest through i1ts ownership of all or some
of the shares. It thus covers enterprises
wholly owned by the public authorities as
well as mixed enterprises, through which the
government enters iInto partnership with ;
private owners of capital.2l
Companies originally created under the ordinary
company law by private groups and individuals but which
later attracted government involvement were very
common in Europe during the period between the two
world wars. Government involvement and participation
in such ventures which involve the acquisition

of some or all the shares was usually undertaken

in companies whose activities were considered vital

21

Hanson, H : Public Enterprise and Economic Developanent.
Routledge and Kegan Paul Ltd., 1969, p. 351.
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for war purposes or vital for rapid economic reconstruction
and therefore vital for survival. It was considered
necessary that such companies continued to produce
and provide whatever services they were created for.
We are told that in Europe during this period,
government acquired shares in private TfTirms of
national iImportance, iIn order to save it from
bankruptcy.22 These i1ndustries were not nationalized
in the sense, or iIn the way that the labour
government in Britain (1945 - 50) did with large
scale private enterprises. The Labour government®s
nationalisations meant and involved the complete
take over of the private firms and altering their
legal status from that of private company to that
of a public corporation proper. In the case of

the state companies, the legal status of these!
private companies was not altered. They remained
registered as private companies except that the
government now controlled them by acquiring some

or all the shares. The idea was that after some
period the government would re-sell these shares

to the private owners.

22

Hanson, A.H. Public Enterprises and Economic development.
Houtledge and Kegan Paul Ltd., 1969, p. 351.
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In India the state company IS a very common
type of public enterprise organisation and is
regarded as a more convenient and less fussy
devise of promoting state enterprise.23 in India
as indeed in several other countries, the government
right from the start and on its own initiative
invites the participation of private capital iIn a
new government venture. The major justification
for the use of such an enterprise is that it is an
easy way of mobilising capital and technical skills
especially so in countries where these are a grave
problem. It also accords the government an opportunity
to share in the profits of such a company with
private individuals. It thus acts as a guarantee
for private capital and therefore encourages private
capital investment iIn areas that may otherwise be
considered risky by private enterprises. At the
same time the government is able to benefit from
such ventures by sharing their profits. Such
profits can then be utilized for the generation
of further capital and development of other sectors
of the economy. Many developing countries do suffer
from shortage of capital as well as shortage of

Qualified manpower and for this reason, many of3

23

Prakash, O.M. The Theory and Working of State Corporations

Hfh_Special Reference to India. George Allen and Unwin R\JZK/n
house, T"useum Street; 1962, p.77.
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them have used state companies and allowed private owners of
capital or the company®s private share holders to
bring in skilled manpower as well. Several ventures
are therefore organized iIn such a way in these
countries even if they are not considered vital for
the survival of the state. A good example of a
state company in a developing country 1is the
Hindustan Steel which wa.s established by the Indian
Government 1iIn cooperation or conjuction with a
German firm - KrUpps - Deraag- This private firm

supplied both capital and skilled manpower to India.

Under the Kenya, Law, there is no specific
provision for state companies iIn the manner we have
just discussed. There are, however, several
companies registered under the ordinary company law
but which are formed by public corporations. In
other words a public corporation like the Industrial
Ccnroercial and Development Corporation (ICDC) may
form a company or subsidiary and register it under
the ordinary company law. Since the ICDC is a public
corporation having been created by an act of
parliament and accountable to the public, we can
say that its i1nvolvement or control of shares in

its subsidiary is really a government involvement.

An example is the Kenya Industrial Estate. This is
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waS until 1978 a subsidiary of the 1.C.D.C. and was
registered under the ordinary company law. The
government through the i.C «D.C. used to own some of
the shares of the Kenya Industrial Estates while the
rmﬂahﬁng shares were owned by international capital.
In fact until 1978, the Il _C.D.exacting on behalf of
the government used to appoint seme of the directors
of this company with some of the 1.C.D.C. directors

also working as directors of the Kenya Industrial Estates.

The major differences between this enterprise
prior to 1978, and the 1.C.D.C. were that 1its annual
accounts ware not subject to auditing by the Auditor
General. These were audited by the registrar of
private companies since the company was actually
registered under company law. Their accounts were also
not subject to parliamentary control either. The
situation as we have pointed out did change in 1978
when the Kenya Industrial Estates ceased to be a
subsidiary of the 1.C.D.C. The original 1.C.D.C. shares
are now owned by the government and the enterprise 1is

Nnow under the Ministry of Industry as the parent Ministry.

/The point we are making is that where public
K* ®rpriyes create companies such as the Kenya Industrial
.state was before 1978,*such companies are refered to

as joint stock or
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state companies. It appears however, that the real
reason Tor the use of the term state here is simply
ideological. The inclusion of the term state or
public when discussing these companies seem really

to be aimed at making the public or the people
believe that the state and therefore the people
control these industries. In actual fact the state
may not control these organisations at all. In

fact decisions and policies of such enterprises such
as the East African Industries (EAl) for example are
not made by the Kenya government or the ICDC. (1CDC)
holds 34.15% of the shares iIn East African Industries.
Major E.A.l. decisions are made by directors of
unilivers the parent companybased in the -
In some cases however, such as was with most state
companies in Europe during the period between

the world wars, the state actually did control these

campanies after acquiring the shares.

State companies can be criticised for two main
reasons and this should apply to the category of Kenyan
enterprises created under the ordinary compnay !aw
but which are supposedly controlled by public
enterprises wholly owned by the government such as
the ICDC. First the company device 9oes not

subject such an enterprise to the regulations and

responsibilities which a state-controlled enterprise

has.
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They are for example not subject to parliamentary
control to the same extent as the wholly government
owned enterprise. We pointed out for example that
their accounts are not audited by the Auditor
General nor are their Annual Reports debated in
parliament. Secondly, these enterprises are managed
more like private companies and most of their
profits may go to the private shareholders with the
public only acting as a protector. They are very

deceptive.

The Operating Contract

This is the fourth type of public enterprise.
It differs from the three already discussed in
several i1mportant ways. Perhaps the most iImportant
difference is in the way this enterprise 1is
administered. To show this difference we shall
quote what was said about this form of public
enterprise in what is known as the Rangoon (Burma)
document. According to this document,

"A comparatively new device for administration
of a public enterprise is the operating,
contract. The government enters into a
contract with an established private company
for management of a public enterprise
and agrees to remburse the contractor

for all costs which he incurs.” The
contractor 1is compensated for his services
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by a "fixed fee® set by negotiation within

the terms of the contract, which is a
management contract leaving less freedom

for the managing company than it would have

if it were operating privately; the contractor
is given full authority to employ and

dismiss personnel, determine rates of
compensation, purchase supplies and equipment,
determine operating policies and so forth.
Status applicable to governmental agencies do
not apply to the contractor; personnel hired
by him are not considered to be public
employees. In this way the contractor 1is able
to operate the enterprise to a large extent

in the same way as he would iIf It were a
subsidiary of his private company.24

It is clear from the above-remarks that this
kind of arrangement does not in any basic way alter
the characteristics of a public enterprise as
defined in this thesis. The only major difference is
that instead of the management of this type of
enterprise being made up of a government appointed
board, as we said is- normally the case with public
enterprises, management here 1is in the hand of a
private company. The operating contract in this case
is similar to the joint stock company which is aljso
managed by a private or quasi private company. The
difference between the joint stock company and the
operating contract is that legally the operating
contract type of public enterprise Iis registereé as
a public enterprise. The joint stock company on the

other hand is registered under private company law.2

24

Reproduced in Hanson, A.H. Public Enterprise & Economic
Development. Routledge & Kegan Paul Ltd., London, 1959,
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All the shares iIn an operating contract type of public
enterprise may be owned by the government. This.1is,
hcwever, not necessarily the case. The major
justification for this type of public enterprise

is that it facilitates more TfTlexibility and therefore
efficiency than do either the departmentally
managed enterprise and the joint stock company.

This argument is however, debatable because as we
said structures and rules alone do not necessarily
result in organisational efficiency. This type of
enterprise can also be criticised for the same

reasons as the joint stock company.

Functional Classification of Public Enterprise:

The four common types of public enterprises
that we have discussed thus far are distinguishable
one from the other iIn terms of theilr structures and
management procedures. Public enterprise can
however, also be classified according to the
functions they perform. To complete this discussion
on the major different types of public enterprises
we shall briefly look at some of the enterprise”
based on functional classification. We shall look

at the following.

Marketing Boards:

These public enterprises are particularly

common in -developing countries particularly those that
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rely on agricultural exports. The main functions of
marketing boards have centered around price control
and regulation. Most agricultural commodity prices
aS we know, are subject to fluctuations. They have
their origins in the settler (colonial) government’s
desire to control, regulate and export agricultural

products.

Marketing boards are therefore created to
help control agricultural prices especially domestically,
but at times, these boards also negotiate for price
stabilization in the international market. Marketing
boards have also been used for the storage, Iinspection
and export of these agricultural and other export
products. The Cotton Lint and Seed Marketing Board of
Kenya is an example-of such an enterprise with some
of the above functions. In the colonial period
there were several such marketing boards. In chapter

two we discuss them in more detail. v

2. Finance Corporation and Banks:

These public enterprises are the fTinancial
institutions used by governments particularly in
the newly iIndependent states to provide loans and
credit to indigenous investors and pe}ential
entreprenuers in attempt to iIndigenise the economy.
These economies, we noted before, were for several

decades controlled by expartriates during and
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immediately after independence. Attempts were therefore
being made through public enterprises in the form
of state banks and other state owned financial
institutions to assist and facilitate local N
peoples® participation and control of economic
activities. It was realized that apart from the
legal and administrative barriersto African
participation in the economy, Black of finance and
capital was another major barrier to indigenous
participation. Several state banks and other
financial institutions were therefore created very
hurriedly in several African countries after
independence as they were considered to be well
placed for the mobilization of a country®s savings
for investment In more productive areas of the
economy. With financial iInstitutions under its
control it was hoped the state could more easily
direct and channel any financial surpluses to planned
development activities and to Africans assuming the f
existence of political good-will.

Examples of state owned financial institutions

1

abd banks inKenya include the National Bank of Kenya,
the Kenya Commerical Bank, and the state

°wned insurance and reinsurance companies.
/
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State Trading Corporations:

These are public enterprises whose main
functions are to assist in the distribution of goods
especially consumer goods that are controlled by the
state. In some cases state trading <« corporations
do engage also in the control and distribution of some
essential foodstuffs and other consumer goods in /
many developing countries. This 1is understandable
when we consider the unbalanced development, poor or
lack of roads and other transport facilities and
remoteness of some areas from sources of these goods.
nimy areas would undef such circumstances not be able to obtain
certain essential commodities if these services
were left in the hands of private entrepreneurs.
Private entreprenuers would most likely concentrate
only iIn areas with less risks and leave large remote
areas unattended. This may not be very good for the
state or government which is assumed, is interested in
seeing that all parts of the country get at least all
the essential requirements. State enterprises like
the Kenya National Trading Corporation (KNTC) ate
therefore created to serve this purpose. Usually they
operate through appointed agents. The Kenya National
Trading Corporation has apointed onlw,Kenyan Africans

as their agents in line with its policy of Africanisation.
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Other public enterprises based or classified
in terms of their function in Kenya include
the Agricultural Development Corporation, the Tana
River Development Authority, the National Housing
Corporation etc. The list is long and could fill
pages. The examples we have given will, however,
suffice to show that there are enterprises set up
for specific functions and are structured accordingly.
A point to note here is that the forms and types of
enterprise in any country will be determined by the
country®s development pattern, priorities, economic
and political history as well as the country®"s state

of development among other factors.

Control of Public Enterprises

As we indicated in our definition of public
enterprises, several instruments and levels of control
are exercised by governments over these institutions.
Specific methods of control and how effective these
are, will of course vary from one country to
another. Generally, however, all enterprises are
controlled by the government concerned. At the*
highest level of control In most countries, is the
Parliament or the legislature. This, usually begins
with the debate regarding the creatign and establishment
°f these bodies. Directly involved at this level of
debate is the minister under whose ministry the
enterprise falls. He prepares, or 1is required to

Prepare the bill and introduces it in parliament
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where it is debated and when created the act passed
by parliament states the objectives and duties of

the enterprise. The enterprise is thus controlled

by parliament in the sense that it can only operate
according to provisions of the relevant parliamentary
act. Any major policy changes in respect of the

enterprise can only be effected by parliament.

Parliamentary or political control of public
enterprises does however, not stop at this level.
It continues even after the enterprise has been
created and is operational. Normally public
enterprises created by parliament are accountable
to the pubiic through parliament. They are
required to submit their annual reports and accounts
to parliament through the relevant minister for
debate and scrutiny. This gives parliament a chance
to evaluate the management and performance of these
enterprisses and to recommend improvements where -

necessary.

This is supposed to be an extremely iImportant
aspect of control because if done with seriousneLs
and thoroughness it can act as a check on the
administration and mismanagement of these public
bodies. In fact iIn most developed countries debates
°n these public enteprise reports are taken very

seriously and in some countries thorough research is

undertaken to understand not only the reports to be
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debated but the organisations and their problems
generally. In the U.S_A. for example members® o"
eongress go as fTar as employing legislative
assistants who advice them on any technical isssues

related to parastatals.

Debates on parastatal organisatons in the
developing world have, however, been rather
disappointing as many members . of parliament do not
seem to take them seriously. In Kenya for example,
sometimes the reports and annual accounts of these
organisations are not tabled in parliament in time,25
leave alone being debated and discussed. Members
of parliament appear reluctant and l4.ck seriousness
in debating public enterprises as has been shown by
some of the remarks made by them during these
debates. In fact it appears that many of them do not
fully understand the complexities involved in the
running of these iInstitutions. Many do not carry
out any serious research on these organisations and
only make general ramarks that do not help or alter
the state of these organisations. Twe shall be
discussing this 1issue in greater detail in a later

chapter.

25

Shako, R.M. The Control of Parastatals. University
°i Nairobi, LL.B Dissertation, 1978, p.16.
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Apart from parliamentary and ministerial
control in the form we have just discussed most
countries rely on the boards of management to control
those in the running of public enterprises. These
boards decide on parastatal policy, and monitor and
ensure that these policies are implemented. There are
also strict audit and financial control as well as
legal control of parastatal organisations deriving

from the parliamentary act creating the enterprise.

All the above and several other controls have
been necessary for several reasons. The obvious one
is that public enterprises are public bodies financed
at least initially, by public funds to serve public
interest. It is therefore necessary and imperative
that those charged with their management do not
deviate from this purpose and engage iIn the promotion
of parochial private iInterest. This is particularly
important when we consider that most public enterprises
are automomous iInstitutions in terms of their internal
management and are not controlled by the rules and
procedures that apply to the civil service, whiph act
as controls and checks on civil servants. For public
enterprises therefore other forms of control are
necessary if the organisation is to avoid disinterg-
nation iIn the pgﬁsuit of private interest at the

exPense of the public "good".
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In the newly independent and developing
countries, these controls imposed on public enterprises
is especially necessary. Most of these contries
are torn apart by tribalism, sectionalism, regional
animosity and so on. The governments in these
countries are trying to unite their peoples by
reducing these differences and divisive forces.

Control of almost every aspect of activities

in these countries is therefore vital if these efforts
to create a united nation is going to be fruitful.
There is fear, and it has been proved real 1In some
countries, that if public institutions like parastatals
are not effectively controlled by the state, those
charged with their management may use them for their
own personal and tribal benefits, thus undermining

the purposes of these organisations. This seems

to be the situation Kenya faced during the decade

of the seventies. It is reported that heads of
parastatal organisations during the 1970s wielded

a lot of political and economic power and influence

and that any politician, who wanted to help their
constitutent®s and relatives acquire finance andI
business had to bow down to these heads of parastatals.26
In doing so they obviously went to those parastatals

manned by people from their regional or ethnic

26
Nation. Friday December 21, 1979, p.13
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Communities. There seemed to have been very little
effective control over heads-" of parastatais in Kenya
during that period, the majority of whom come from
Btffcentral Province. Dressang and Sharkersky examined
N ~Mp~Mthe composition of top managerial posts in parastatal
~Organisations in Kenya during this period and found
~ j r\>ut that of the thirty three top managers 45.5%
Vty, were held by Kikuyus while the next largest group
y /were expatriates. It I1s therefore clear from the
rqcoregoing that 1t iIs very necessary to have an
effective control over these organisations 1in
developing countries. There are of course many other
reasons why control of these organisations are necessary
in the third world. The few we have cited will
however, suffice to Show that these controls should
be instituted but as we shall argue later in the
thesis, these controls should be exercised with

caution.

Problems that inhibit the Succes of Public Enterprises

in the Third World

Before we conclude this discussion on the
theory and philosophy of public enterprises | wish
to discuss some problems that are, said tc® have

Phibited the success and smooth running of these

iPstitutions. As we pointed out before, the

N-ssang & SharkarskyPublic Corporations in Single
A AN TV and Regional Setting Kenya and the East African
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performance of public enterprises in the third

world leaves a lot to be desired. In fact it is said
that most of them are failures. This gloomy picture
painted about public enterprises has led many
governments iIn these countries to set up commissions

of Inquiry to investigate and evaluate the performance
and problems of these organisations. These commissions
have usually been in response to questions raised

by politicians, academicians, managers and the general

public about the performance of these enterprises.

In this discussion we shall examine those
important and prevalent problems and later on in
the thesis we shall try and find out whether or not
and to what extent these problems affect Kenyan public
enterprises and especially the Kenya Tea Development

Authority, our case study.

A review of the vast literature on the failures
of public enterprises in the third world indicate
that failure results from several problems chief among
them being lack of clearly defined and specified
objectives. Although we said and gave examples of
public enterprises created to perform particular
unctions, it has bggn revealed that in mans®™ cases

single public enteprises in the third world have

een charged with a wide variety of functions.
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Tn some cases these are conflicting and contradictory,
making it very difficult for these organisations to

operate efficiently.

This situation is blamed on the argument
that public enterprises iIn most developing countries
were created not as a result of careful and deliberately
thought out plan but in a great haste. In several
cases the enterprises were simply based on those existing
in the developed world and were simply imposed on
the third world. They did not take into account
the conditions here in Africa, with the result that
they have proved to be greatly irrelevant. Because
of the 1irrelevance of their structures and form to
our local conditions and the wide objectives, many

have run into efficiency problems.

Related to the above, is the problem of poor
or unclear demarcation and allocation of duties qu
responsibilities and lack of commitment among those*
who actually run these organisations. It Is said
that in many public enterprises in Africa, because
of the vagueness of objectives, responsibilities”™ are
n°t clearly defined or demarcated. This leads not only
to confusion regarding who in the organisation 1is
responsible for what but also in complacency and
tendency to avoid responsibility especially
decision making. Nobody wants to be held responsible

Anything iIn the organisation especially when a
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decision made leads to chaos or problems in the
organisation. This state of affairs is definitely
not conducive to efficiency as clear decisions
need to be made all the time iIn an organisation if

it has to function well.

Another common factor or problem that has
been considered responsible for the poor performance
of public enterprises iIn the third world is
the lack of qualified and experienced manpower.*
Jhis problem is really the result gr legacy of
colonial political socio-economic and educational
policies. Development in colonial Africa was
biased against Africans and in favour of the
colonial rulers. Very little if any formal
educational facilities and training were given to
the Africans. The result was that at the time
of i1ndependence these countries found themselves
without qualified and well trained technicians and
even administators. Public enterprises
require very specialised techniques as they operate
°n principles different from those of the civil
service. Since the colonial governments did not
train indigenous people to work in public enterprises,
We saw a situation in Africa and other areas of

he third world, where anybody who had
°me form of formal education being recruited to
Ork in public enterprises. Many could not

understand their job well and the result was
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loss of efficiency.

What eventually happened was that several
of the civil servants were transfered to work in
public enterprises. This was an attempt to solve
the problem of shortage of personnel and the poor
performance by those who took immediate charge
of the affairs of public enterprises. This
however, did not _improve matters. Instead it
created a worse situation as can be seen by the
number of commissions of inquiries set up by different
governmerts to probe these institutions. The civil
servants came in with a lot of civil service ideas
and bureaucratic procedures which ; = . do not
work well in public enteprises,, There developed as
a result, slowness and rigidity in decision making

contrary to the philosophy of public enterprises.

Related to and compounding the two problems
just cited, 1is the problem of introducing political
patronage in the running of public enterprises.

This 1s done through the appointment of political
rejects* or dropouts (those who fail to get elected
to parliament) to the boards of these organisatiéns-
Usually these rejects are appointed chairmen of

Paras-t"a.! organisations or as directors.

has been particularly notorious for this practice.

\/_*
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At the moment almost all public enterprises have
these rejects as their chairmen. The problem with
having politicians to head and run public enterprises
is that these politicians tend to confuse the status
and role of these organisations. In many cases

they introduce politics in these organisations. It
is common for many of them to use these organisations
as political platforms from which they make all sorts
of political statements. The problem is that because
of political protection these politicians and heads
of parastatals often give directives and directions
which are contrary to the philosophy of these
enterprises. Confusion usually results and the

organisation Jk>oees control and direction while they

still remain heads o-f-the organisation.

In some cases in the third world even when
politicians are not appointed as heads of public
enterprises, politics is introduced into these
organisations in other ways. Usually people heading
these organisations are supported by powerful
politicians to the extent that they do whatever®they
want using their official positions in these
organisations. This is done because they know they

will get support and will be defended for whatever
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they do with these organisations. This makes it very
difficult for the management to carry out

their duties properly especially where duties and
responsibilities are not clearly demarcated.

In fact these people in public enterprises that

have political support usually end up using public
enterprises for their own ends. They recruit staff
on basis other than merit and misappropriate

/
enterprise funds etc.

We have already mentioned the fact that in
Kenya several public enterprises are used by their
heads Tor their own benefits and that of the regions
from where these bosses come. This is really the
problem of ethinicity and tribalism and is a problem
not restricted or coilfined to Kenya alone. It
is a problem common to the entire continent and
results In these organisations being run like family
concerns, with lots of laxity and incompetence.
Related to this problem is that of bribery and

corruption.

I
This last problem of bribery and corruption

can be attributed to people®s attitudes towards work,
their status, and so on. In the developing world,
any People tend to regard their official positions
n public organisations as an opportunity to acquire

Q3

accumulate wealth and power. They do not seem
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to regard efficient performance of their duties to
the public as their prime responsibility. This to
them can come second. It is precisely because of
this that many of them use all sorts of methods
and ways including asking for and accepting

bribes to get rich. Others simply misappropriate
enterprise funds iIn an attempt to get rich. As

a result many public enterprises have experienced

financial loses.

Finally many public enterprises in the
third world especially those dealing with agricultural
products have faced the problem of price fluctuation
over which they do not have control. Since these
countries and some of their enterprises depend on
these commodities for -their survival, any fall in
prices will affect their finance In an adverse
manner. There 1is very little that public enterprises
can do to rectify this position. They are therefore
constantly faced with lack of money especially

during periods when prices are low.

The problems discussed above are certainly
not ~he only ones that face public enterprises in the
eveloping world. There are several others. The
nes discussed are, however, the most,common. The
rate at which these problems occur and the iImportance
P each problem will of course vary from one country

0 another and even from one public enterprise to



88

another. We shall in subsequent chapters of this
study, discuss those problems that are common and
affect the management of the Kenya Tea Development
Authority. This discussion will be concentrated in
chapter four where we deal with the management of the

Kenya Tea Development Authority.
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CHAPTER TWO

THE ORIGINS OF PUBLIC ENTERPRISES IN KENYA

Organisations are products of society. They
emerge in response to particular socio-economic
structures and are usually products of the
historical developments of society. To be able
to properly understand any organisation therefore,
it is necessary to go into the roots of those
organisations so that their present status may be
appreciated in the light of their total development.
The study of parastatals or public enterprises 1in
Kenya requires such a historical approach. We
shall therefore in this chapter be attempting to
trace the historical emergence and development of
these organisations starting with the colonial
period. We shall be mainly looking at the factors
that influenced the creation of these organisations

during the two periods.

The chapter begins with a brief discussion of
some of the factors that have contﬁ?buted to the
establishment and use of these organisations in the

third world generally. We then disc,uss the conditions
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in the colonial period in Kenya that facilitated
the creation of public enterprises after which
the post-colonial period is examined. We have
divided the study iInto these two periods”because
of the vast socio-economic and political differ-

ences between the two periods.

In the developing countries, several factors
have been responsible for the creation of public
enterprises. The extent to which one factor or
set of factors will influence their establishment
will of course vary from one country to another.
This will depend on such factors as the country®s
past history, colonial experience, political ideo-
logy and several other factors. One common thing
about public enterprises in these countries, and
which is of relevance to our purposes here, is the
rate at which they have been and continue to be
created. So many are being created so fast iIn each
of these countries that one writer on the subject
remarked that "any inquirer about public enter-~
prises today is struck not only by their variety....
(but also).... by the number of these public bodies,

the rate at which they are being created, and the
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large amounts of money being channeled into them™*
This remark also makes it worthwhile to briefly
examine some of the reasons behind the popularity
gf these organisations iIn the developing worlds o
This exercise is also worth undertaking given the

fact that irrespective of economic and political
inclinations of any of these countries, public
enterprises are to be found in each of them.;. One

finds that every country, even those like Kenya

which have clearly decided to persue and rely on

private economic development and enterprise, make

provisions for public enterprises.

A review of public enterprise literature 1iIn the
developing world in general and in Africa in
particular, indicate that practical economic, social
and political motives and considerations have been
and continue to influence the creation and prolifer
ration of these organisations. On attainment of
political independence, most, 1if not all, these

countries emerged as poor nations especially iIn terms

wUdoji, 0.J. "Some Measures for Improving Performance
and Management of Public Enterprises-. * In RweyemamU,
& Hyden, G; (edS) A Decade of Public Administration

—D Africa. East African Literature Bureau, 1975,
pP. 237.
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of the availability of economic resources.
Availability and perhaps most important, the

control of economic and human resources was

necessary if these countries were to achieve the
socio-economic development which they desired and
embarked on. Most development resources during the
period of colonisation were owned and controlled by
foreigners most of whom fled these countries,

together with their resources at iIndependence. The
few that remained could not provide sufficient

capital for the new countries®needs and in any case
the new governments had no control over these
resources as they were privately owned. It was there-
fore politically and economically unwise for the third

world governments to rely on these finances.

Indigenous capitalists could not be relied on
either as in most of these countries they were either
non-existent, too few and weak, or unwilling and
reluctant to risk their little capital especially in
remote areas of the country. It should be noted
that many parts of Africa were hardly developed by
the colonial regimes. The result was that several
regions in any given African country“were under-

developed and remote compared to other areas. Private
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m  reprenaurs are normally reluctant to invest
mDd operate in such remote areas. This was the
ituation most newly iIndependent African countries
found themselves in. Something had to be done to
ggeneraze and mobilize resources as well as to
encourage the participation of private entrepreneurs
in the remote parts of the country. In almost all
the underdeveloped countries the state was regarded
as the only organisation capable of generating and
mobilising resources sufficient to carry out the

task of development.

It was out of such socio-economic
considerations that many underdeveloped countries
and particularly those in the third world decided
to establish public enterprises. We have already
refeBréd to the Swedish case at a similar period
in her development and the conditions in the country,
at the time which prompted her to create and use publffc
enterprises In an attempt to develop Hej* economy.
Most countries of the third world were, as v;e said
*

fore, relatively undeveloped at the time of their

f~ical i1ndependence. Public enterprises
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were therefore jJustified on these grounds in
these countries where the state or state interven-

tion was regarded as inevitable.

Another major socio-economic characteristic
of the third v/orld countries and which necessitated
the creation of public enterprises iIn these coun-
ties was the imbalances in development within these
countries.! Colonial development was concentrated
mainly in those parts of a country that were
economically productive. In countries like Kenya
for example, development was confined to the white
highlands where cash crops could be and were grown.
The rest of the cqufry was generally neglected and
remained comparatively unég}developed at the time
of independence. (see chapter five). Many private
entreprenuers were, as we pointed out, reluctant to
invest in the remoter parts. It was consequently
argued that only state intervention and participation
could facilitate balanced development in these
countries. This was of course based on the assumption
that the state has the welfare of all its citizens at
heart, irrespective of their places of origin, and

would therefore be interested in equal development of
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all parts of the country. This noble assumption

has not always been correct in many developing
countries. In Kenya for exmaple there are always
complaints that some parts or regions are gaining
more attention than others in terms of employment,
education and other aspects of development. It was,
however, due to the above assumption that state
enterprises were created with the aim of developing

these countries equally.

Political motives have also played a part in
the establishment of public enterprises in these
countries. In some countries the major political
consideration was the desire to restructure the
socio-economic and political structures and arrange-
ments inherited from the colonial administration.
There were, during the colonial period, major racial,
economic, social and political discrimination and
injustices and inequalities. This was a major prob-
lem that faced many of the newly iIndependent
countries and their elimination was of primary”
concern to several of the new governments. In
countries such as Tanzania, Mozambique, and to some

extent Uganda (before Idi Amin,) serious and genuine
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attempts were made to remove the above practices
by political methods. In these countries attempts
were made to re-establish a more or less egalite-
rian communal society similar to those iIn pre-
colonial days. To accomplish these objectives,
nationalization of foreign owned firms and plac-
ing of all the major productive resources in the
hands of the state was seen as the political solu-
tion. In Tanzania this policy was articulated 1iIn
the Arusha Declaration of 1967. The Arusha
Declaration called for self reliance and declared
that public ownership would from then on be the
major form of economic organisation. Private
ownership was to be discouraged, in Tfact abolished.
Since then Tanzania has witnessed a great prolifera-
tion of publicly owned and financed institutit-ons.
Old ones were nationalized and reorganized while
several new ones were created. In Uganda thes”
policies were contained In what is customarily
known as the common Man®"s charter.3
I
Another objective that nationalisation and the

creation of new public enterprises was meant to

Obote, A.M. The Common Man®s Charter. Government
Printer, Kampala, 1970.



- 97

achieve was the need to retain all finances within
these countries. During colonial days a lot of

money in the form of profits acruing from the foreign
firms were repartriated or sent back to the
metropolitan countries leaving the developing
countries without capital that they could use for
their own development. In fact this repartriation

of money partly explains the poverty of these
countries at independency” at least as far as the
dependency theorists are concerned. The practice

did not, however, stop with the attainment of
political independence. The few foreign firms that
remained in some countries (in some countries several
foreign fFirms remained) continued to send money out
of these countries.”™ This was inspite of the reali-
zation that all available finances were needed for
the development of these countries. It was 1n an
attempt to remedy this situation and to stop th”
depletion of capital that several African countries
decided to nationalize the existing foreign private
firms and in a few countries to rely solely on public
enterprises for development”™ It was argued by

leaders iIn such countries that profits from such

®ent either of the organizations that made them or

for general and overall development of the country.
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There are of course several other factors that
did influence the creation and use of public enter-
prises in the developing countries. These factors
include: the need to provide employment-, the
and need to demonstrate economic independence
and to make the ordinary man in these countries feel
that he iIs participating and is in control of his
economy and economic destiny; and the fact that
public enterprises appear more pleasant and are more
appealing to the masses of the people than private
What we have discussed will, how- -
ever, sufficg to demonstrate some of the major
AN 11O *") *tr*
considerations behind the creation of public en

prises in the developing world generally.

Public Enterprises in Colonial Kenya:

The history of public enterprises in Kenya

dates back to the colonial period. Their establish-
ment or emergence can be attributed to the pressures
and needs of the European settlers and the socio-
economic and political conditions of the colohial
economy. According to Leys,4 colonial public enter-

prises were geared to the service of the settler

4 -
For more details on this issue, please refer to
Collin Leys, Underdevelopment in Kenya: London

Heinmann, 1975
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H™orr.y and in particular the interest of the

» tuers. This perhaps explains why almost all the
private colonial enterprises were agricultiral

m noture as will be demonstrated shortly. The major

Kcupation of the European settlers was farming which

was carried out in what became known as the white

highlands.

In the next several pages an attempt will be
made to examine and explain the socio-economic as
well as political conditions and pressures that
necessitated the creation and use of the various public
arid quasi public enterprises most of which are still

existing today.

With the completion of the colonisation process
more and more Europeans began to settle iIn Kenya. The
settlement and the subsequent activities they engaged
in resulted in a socio-economic and political
relationship that was later to determine the struggte
for the country®s independence. While dominating every
aspect of life in the colony, they tried to turn Kenya
into a white man"s country. It is important to note here
that the settlers pressurized the colonial administration

° ensure that their (settler) 1iInterests were paramount

those of the others secondary.
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One of the immediate concerns of the colonial
government on taking over the administration of
the colony was to find ways and means of generating
sufficient tax and revenue to stimulate further
trade and to make the territory self financing.
This was very much in line with the British policy
then regarding their colonies everywhere. All that
the British government “back home™" was expected to
do was to provide the colonies with a framework of
efficient administration and then leave the colonies
to raise their own revenues to finance that adminis-
tration and also to facilitate and finance further
development. This development was always confined

to the European areas.

In the case of Kenya, it was decided that
large scale farming and taxation was the only way
of raising the revenue required to finance the
colonial development enterprises. Since agricultural
production was only possible in the interior of the
colony, the “white highlands”, the need for an .
efficient means of communication was felt and ghis
led to the settler pressurizing the administration to
build a railway line from the coast to the interior.

The British administration also wanted this railway

N A 1o < \
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N"Hfacilitate bbe development of settler agriculture
thxA WS aoing to be the back bone of the colonial
mL-onomy as discussed above, several measures were
mmken by the colonial administration and the British
Lovernmer.t. We have already talked about the
construction of the Uganda railway which not only made
communication and transport of agricultural products
easy but also encouraged the coming of more and more
settlers 1n the colony. The British government spent ci
,oL of money on the railway and hoped that with the
=velopment oOF agriculture iIn the colony the cost of the
railway would be covered and that the colony would be
self sufficient in line with the British colonial

policy at that time.

Alienation of African land was speeded up following
the completion of the railway and the arrival of more
and more European settlers. The Africans were confined
to what i1s commonly known as the reserves. They were
then forced to work on European farms. Several
regulations were then passed to ensure the success and
realization of the interests of the settlers and the
colonial administration. One of these regulations wap
the Crown Land Ordinance of 1902. This ordinance and
be others which followed it had several important

®purcussions and consequences on the socio-economic



102 -

and political development in the country several

of which had direct relevance to the creation and
use of public enterprises in the country. They
denied the Africans land, the principal means of
production and therefore of their livelihood.
Secondly, the alienation of land laid the founda-
tion for the colonial-socio-economic structure 1in
the country which was characterized by inequalities,
injustices and exploitaiton. The entire colonial
policy did not facilitate or offer the African a
chance to acquire wealth and to develop economically.
The wages they earned was low and was heavily taxed
in order to provide the colony with the revenue with
which to develop the European areas. In the whole
socio-economic and political structure the Africans
were the “under dogs®". Wanjohi observed that, the
land alienated marked the end of an age of general
African egaliterianism and communalism and also”™the
beginning of an age of exploitation and oppression
of African people as labourers by the European
settlers as the new owners of land, the means <pf

production and as the new ruling class iIn the country?

Wanjohi, N_A Socio-economic Inequalities in Kenya:
the Case of the Rift Valley, M.A. Thesis, University
of Nairobi, 1976, p. 176.
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This situaiton continued until political
independence was won in 1963. In fact my observa-
tion is that, there is little evidence to suggest
that the position of the majority of the Africans
has changed and improved since independence. This
is essentially so because no substantial changes
were made on the colonial socio-economic system on
attainment of political independence. The socio-
economic condition of the majority of the Africans

remained basically the same.

Once the decision was made by the settlers to
practice agrculture, several problems were encounte-
red. The Tirst problem was that capitalist
agriculture needed labour but the settlers were not
prepared to work on the plantation themselves.
Secondly, there was the need to acquire and control
markets for the products produced on the farms. This
was not available in the colony given the low >
purchasing power of the Africans. Then there was
the problem of lack of experience in plantation
agriculture by most of the settlers. There was® also
the problem of lack of money and attractive credit
facilities that the settlers could resort to when
they ran out of money which they did"on several
occasions. There was also the fear among the

settler farmers that competition from the Africans
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would result iIn the settlers loosing as they

would iIn the fTirst place lose the necessary labour

power, all these now being used on the African lands.

Because of all the above and other problems,
the settler felt that they needed protection as well
as a guarantee for the supply of cheap labour, credit
facilities, markets etc. They consequently asked for
state assistance. The colonial states response was
by passing several labour laws and regulations,the
effect of which was to compel the Africans to supply
cheap labour to the settlers. This labour had not
been readily and voluntarily forthcoming. Brett™has
argued that the absence of a completely proleterized
Africans at the early stages of settlement, despite
the alienation of land, was the main reason why
African labour was not voluntarily forthcoming. The
state therefore called on the Africans to pay taxes
with the cash derived from the low wages. The tax
regulations did not only ensure that the Africans
worked for the settlers, but also that the revenue
was raised from the African workers for the develop-
ment of the settler areas. The African taxes alone

/
n

Brett, E.A Colonialism and Underdevelopment in
Africa. Helnemann London. Ibadan™ Nairobi, 1973.
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produced 60 to 80 per cent of the country®s
revenue’Q The heavy taxation of the Africans and
the low wages also was responsible for the inabi-
lity of the Africans to accumulate wealth and
develop economically something that had a direct
relevance to the creation of public enterprises in
independent Kenya. This will be discussed later 1in

the chapter.

Regarding the fear among the settlers that
competition from the Africans iIn cash crop production
would jJeopardize the settlers” success, especially by
interrupting labour supply, the colonial state res-
ponded by passing laws and regulations ~prohibiting
Africans from growing these cash crops and by creat-
ing institutions that facilitated this situation.
The8e lawsiwere not removed until the late 1950s when
Swynerton Plan called for the growing of cash crops

among the Africans.

In .spite of all the colonial government assis-
tance to the settlers, the agricultural productivity

did not improve very much. The alienated land

appears to have been used with gross inefficiency and

ASorrenson, M_P_.K. The Origins of European Settle-
ment in Kenya. Oxford University Press, 1968, p. 26
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over 70% of the 2,000 estates (European estate)
after 35 years of settlement had hardly began to
be productive.... 9 Most of these later problems
became serious between 1920°s and 1930"s and after
the Second World War. Particularly problematic
during these periods was lack of finance and the
inability of the sources of credit that was coming
from the merchant banks, as well as the problem v

of the marketing of agricultural produce.

In the 1930s, the farmers were badly affected
by droughts, locusts and the general world wide
depression. These were real threats to the colonial
economy. The settlers argued that unless something
was done the entire” colonial and settler economy
would collapse. The British government having been
committed to the colony responded positively.
Various support systems, institutions, and regula-
tions were passed. Thus from 1930s we saw in Kenya
the establishment of many quasi- public and quasi
private enterprises established with the participa-
tion or at least approval of the colonial state to

assist and serve the settlers and their areas.

Van Zwanenberg R. The Agrionl turnl History of
a. East African Publishing House, 1972, p. 9
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Accordingly, a good number of these colonial
state and quasi state enterprises were agricultural
in nature. The enterprises that were created during

this period can be broadly classified into the

following:-

1. Financial enterprises.
2. Marketing boards.

3. Developmental boards.
4. Cooperatives.

As we have said, all these were used to serve

the settlers and their areas.

Financial Institutions (Enterprises):

The biggest problem that faced the European

settlers during the 1920s and 1930s was lack of
capital. This had direct impact on their ability
or inability to succeed in their farming activities.
Capitalist agriculture needed adequate capital, and
readily available credit facilities on long term
basis and at low interest rates. Many of the-
settlers however, did not have such capital and
because of the poverty of the country, economically,

internal sources of capital could not be exploited.
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The only available credit institutions to them
were the British Commercial and Merchant Banks.
These>however, advanced loans on short terms and
high iInterest rate basis. Because of the poor
management and inefficiency of the farms, most
settlers could not repay these loans in time and
be left with accumulable capital. According to
Van Zwanenberg”™ most farmers were badly indebted
to these commercial and merchant banks. The
problem was particularly acute during the late
1920s andu39305 following the droughts and world
Io.

wide *depression. Most of these commercial, banks

withdrew their credit facilities thus threatening

the survival of the settler colonial economy.

The colonial state responded to the situation
and to earlier pressures from the settlers by
creating the Land Bank in 1930. The main objective
of the Land Bank which the settlers had long asked
for, was to provide long term loans at low interest
rates. This was done iIn the hope that i1t would
enable the small farmer (most hard hit by the with-

drawal of the credit schemes) borrow capital which

IO\\//an Zwanenberg, Colonial Capitalism and Labour

AP Kenya: East African Literature Burea, 1975.
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would enable him, given the unestablished position
of Kenya Agriculture, an opportunity to survive

and continue production. The result was that
several fTarmers borrowed lots of money from this
bank both to increase their production and to repay
the loans they had obtained from the previous
mlenders, the private commercial and merchant banks.
The Land Bank was thus the Tfirst major public oh
state institution through which the colonial state
assisted the farmers by way of provision of
agricultural credit. It was, as we have said,esW>" gen'
response to persistent requests and pressures from
the farmers way back iIn the 1920s. It was however,
the worldwide depression of the late 1920s and 1930s
and the drought that occured during that period

and its threat to the colonial economy that led
directly to the creation of the Land Bank. This
Bank was later called the Land and Agricultural "Bank
of Kenya and continued to be the leading Agricultural
finance institution throughout the colonial period
until 1963 when it was reconstructed and named ,the
Agriculural Finance Corporation (AFC). We shall be

talking about the AFC a little later in this chapter.

/
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With the establishment of the Land Bank and
the provision of Agricultural credit to the
European farmers through this bank European
farmers seemed to have regained hope and a general
improvement in agriculture was witnessed. The
regulations that we cited earlier on regarding
labour, taxes and so on were however, still 1iIn
force. In fact they continued to be in force until
towards independence. The iImprovement in agriculture
was however severely interrupted by the Second World
War. Not only did it affect the availability of
capital for agriculture (lots of money was directed
to the war efforts) but it also led to a greater
demand for food. It consequently became necessary
to give or offer new incentives iIn order to iIncrease
food production that could feed the soldiers,
prisoners and others that were involved in the war.
There again state assistance was called for and
given, 1in 1942 in response to the above conditions and
demands the colonial state introduced a form of
agricultural loan and Guaranteed Minimum Returus(GMR)
for a variety of crops. Essentially what this state
scheme meant was that the state would ensure that if
any losses acrued to a farmer , caused by drought or

any such problem, the government would compensate



the affected farmer. The Guaranteed Minimum
Returns scheme was inherited at independence and
remained in operation untill 1980 when it was
replaced by seasonal credit scheme. A further
state action that was taken to save the war
situation and its effects was the establishment

in 1948 of the European settlement Board a public
organisation whose main objective was to purchase
all unpurchased crown lands and underdeveloped
portions of large farms in order to increase the
number of settlers and to increase food production.
By the 1950s almost 500 ex-servicemen were settled
on 194,000 hectares under the European settlement

scheme .~

There were other public or state created
institutions to facilitate the provision of finance
to the farmers. Notable among these was the Cereals
and Sugar Finance Corporation established in 1955.
Essentially this was intended to provide finance to
sugar-cane growers and other specific cereals. -We

I
also had in the 1960s just before independence the

11
Smith, L.D.: "An overview of Agricultural Develop-
ment Policy in Kenya“ In Heyer, JI., etc.
Agricultural Development in Kenya, Oxford University

Press, 19 16, p. 221.
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establishment of the Special Crop Development
Authority (SCDA). One of the main objectives

of this Authority was to raise funds from inter-
national sources for the development of special
Ccrops. It however tended to concentrate on the
development of tea. This Authority was the
predecessor of the present Kenya Tea Development
Authority, the subject of this study. We shall
say more about both the Special Crop Development
Authority and the Kenya Tea Development Authority

later.

All the above state institutions and
regulatons had iImportant consequences for the
development of Agriculture in the colonial period
and later after the country attained its independence.
There resulted a lot of 1increase not only in terms
of the number of farmers (settlers) but also the
acreage and the volume of food produced. However,
this was not enough. Agricultural development does
not end with availability of finance and increased
production only; it also involves marketing of the
produce as well as ensuring high quality of what-
ever is produced. There were consequently several

agricultural marketing boards created by the



colonial state as well as several cooperative

organisations established by the large scale

settler farmers with state support.

Marketing Boards:

We have argued elsewhere in this study, that

one of the problems that faced the European settlers
and which they wanted to avoid, was the competition
from the Africans in the production of cash crops
such as coffee, tea and pyrethrum. It was due to
these fears that the. settlers petitioned the colonial
state to pass laws and regulations prohibiting the
Africans from growing the above and other cash crops
virtually throughout the colonial period. What the
settlers wanted and which they succeeded in doing,
was to have a monopoly over the production and
marketing of these cash crops. This, they did}not
only through the legal prohibition of Africans from

growing cash crops but also, through the establish-
ment of centrally controlled and organized marketing
boards. Most of these were set up Jji the 1930s and

1950s, and gave them protection both in production

and sale or distribution of these commodities.

There were two types of agricultural marketing

boards that were established during the colonial
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period many of which are in existence even today.
There were domestic marketing boards and the

export marketing boards. These boards covered
almost all the major crops that sustained the
colonial economy. The main function of the export
marketing boards was to improve the marketing of
exports and get the best possible markets following
the depression while that of the domestic boards
appeared to be the setting up of a monopoly pricing
policy in the domestic market. For the domestic
marketing boards the improvement of marketing was
only a secondary concern.12 The domestic marketing
boards created in the 1930s include the Wheat Board

and the Pyrethrum Board.

In 1950 by an act of the legislature (parliament)’
the Kenya Meat Commission (KMC) was established to
operate a monopoly over the purchase of cattle &nd
small stock slaughter, processing and marketing of
beef products in the country and at the international
market. Several other marketing boards were
established in the 1950s. These included the Cotton

Lint and Seed Marketing Board,set up in 1954 and

12 b |
Heyer, J. "The Marketing System.- In Heyer, J. et.

ale Agricultural Development Policy in Kenya:

Oxford University Press, p. 317
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began its operations the following year. The

main purpose of the Cotton Lint and Seed Marketing
Board was to stabilise cotton prices and to improve
the marketing of the crop. A regulatory board,
the Kenya Dairy Board was established in 1958 to
regulate, organise, and to control the marketing
and improvement of the quality of milk and other
dairy products. As a statutory authority the

Dairy Board was expected to have greater powers
than the Kenya Cooperative Cremaries (KCC) about

which we shall be talking shortly.

One of the widely grown and consumed crops in
the colony was maize. It was therefore necessary
to ensure that i1t was not iIn short supply at any
time. Moreover, everybody including the Africans
were growing the crop although it was the settlers
that were growing the crop on large scale. They,
however, fTelt that unless the marketing and produc-
tion of this crop was protected and well organized,
either the prices -domestic prices, would be too
low or the production would fall. This was one of
the reasons behind the coming together of the

targe scale settler farmers to form,a farmer-s

cooperative organisation, the Kenya Farmers -V
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Association (KFA). We shall talk about this later

in the discussion.

In an attempt to ensure that there was plenty
of maize iIn the country especially to satisfy the
war needs, the colonial state passed a regulation
known as Maize Control soon after the iIntroduction
of the Guaranteed Minimum Return in 1942. There-
after in the 1950s several marketing boards were
established to regulate the purchase, storage and
distribution of maize in the country. In 1955 and
1956 we had the establishment of the Nyanza
Province Agricultural Marketing Board and the
Central Province Agricultural Marketing Board
respectively. Later these were amalgameted to form
the Kenya Agricultural Board. This was later
reconstituted to the Maize and Produce Board with
the Kenya Farmers Association as its main agent.
Other colonial marketing boards established between
the 1930s and 1950s were the Coffee Marketing Board
and the Coffee Authority. The Coffee Board was
established in 1933. There was also the Tea Board
established in 1950, the Pineapple Authority and the

Sisal Board among others.

Cooperative Enterprises:

/
Like the marketing boards and the fTinancial

institutions, cooperative organizations in Kenya
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have their roots in the colonial period. Long
before the establishment of public iInstitutions

to facilitate their protection large scale fTarmers
voluntarily came together to form cooperative
organisations on the national scale. Through these
cooperatives the large scale farmers could ensure
high quality production and sale of their produce

at a price determined by them. Later, however,

the government established strict control over

these institutions including the establishmentc of
prices of the goods in which these cooperatives
operated. The major colonial cooperative enter-
prises that operated more or less like statutory
authorities included the Kenya Cooperative Cremaries
(KCC), the Kenya Farmers Association(KFA), the
Horticultural Cooperative Union (HCU) the Kenya
Planters Cooperative Union(KPCU, 1937), and the
Associated Tea Growers Association, (ATGA, 1938),

among others.

In some cases the power and responsibilities
between the state owned marketing boards and those
of the cooperatives were in conflict.. This was the
case with the relationship between ,the Kenya

Cooperative Cremaries and the Kenya Dairy Board.
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Inspite of the existence of the Kenya Dairy Board,

a statutory authority created to regulate and
control the dairy industry, the Kenya Cooperative
Cremaries, a private producer controlled coopera-
tive established before the second world war,
continued to control the marketing and distribution
of dairy products. The Kenya Cooperative Cremaries
has since its inception had complete and effective
monopoly over the distribution of milk and milk
products in all urban areas. Originally a large
scale dairy TfTarmers cooperative, Kenya Cooperative
Cremaries now controls even the small scale dairy
farmers. All rural small scale dairy producers

and cooperatives are under the Kenya Cooperative
Cremaries in the sense that all of them have to sell
their produce to Kenya Cooperative Cremaries. The
control over the dairy industry exerted by the Kenya
Cooperative Cremaries is such that the usefulness

of the Dairy Board 1is questionable.

The Kenya Farmers Association was also estab-
lished by large scale wheat and maize fTarmers
before the second world war. From the outset it
had monopoly powers over the distripution of maize
and wheat iIn the country. When the maize marketing
boards were created iIn the 1950s, Kenya Farmers

Association retained its position as agents for all
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maize and wheat producers. All maize and wheat
farmers today are legally required to sell their
maize to the maize and produce board only through

the Kenya Farmers Association.

The Kenya Planters Cooperative Union was
established in 1937 by all the large scale coffee
growers i1n the colony. It has remained a coffee
growers oOrganisation till today and is managed by
the growers through a board of directors. It now
caters for even the small scale coffee growers.

By 1977 there were about a total of 1761 coffee
cooperative orgnaisations in the country and all
were under the Kenya Planters Cooperative Union.
Although the original purpose of the Kenya Planters
Cooperative Union was simply to provide a bulk
buying, and to a limited extent, physical stocking
of the imput requirements of i1ts members, at the
moment it is concerned with all aspects of coffee
growing, buying and selling that are not carried
out by the coffee board. The coffee board is (¢

statutory authority established iIn 1933.

13
Kenya Planters Cooperative Union Bulletin

Published to mark 40 years of iIts existence.
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Most of these cooperatives have operated

more or less like government enterprises. In

fact even the present small scale c o opercrh™ves

have been so centrally controlled by the

government that they too operate as mere appanda-
ges of government departments. Prices of almost
all the commodities in which they deal are all
fixed by the government and they are not allowed

to alter them without government approval. In fact

they cannot alter them.

Development Authorities:

According to the investment Division OFf _the

Treasury,l4these are fdnstitutions that have been

assigned broad economic objectives of securing
co-ordinated development on a sectoral, regional
basis and are regarded as instruments for the -
furtherence of a particular defined section of
government policy. Under this broad category we
can distinguish between the following developmeqt

authorities.

14
Investment Division of the Treasury: Mimeo undated
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a) Sectoral Development Corporation

These aim at stimulating sections of

the economy, especially in policy areas of
strategic importance to the national interest. v

1 N

b) National Development Corporations:
These are expected to contribute to the

development of all sectors of the economy and

where possible, all regions of the country.

c) Regional development Authorities which are
normally established to initiate and coordinate

development activities within defined areas,and
i-1 7A "N-A =

d) Commodity Development Authorities which are
usually established in the agricultural sector
to secure coordinated development of selected

commodities of national i1Importance.

Contviodut™ development authorities whether

national sectoral or regional did not come into the
scene until much later. In fact most of them which
were mainly agricultural commodity authorities did

not emerge until the late 1950s following the colonial

government®s decision to encourage the development



122

Lriculturc arnon<3 Lhe Africans. It Was as a

1, . this change 1in policy that we had the
recult UL

eSlbliShﬁEnt of Co,nrrodity Devei°Pment Authorities
JNjch mg the Sugar Authority, the Coffee Authority
Special Crop Development Authority. These
1 j a few others, as shall be demonstrated shortly,
Eire taken over by the post colonial government.

Some of them were restructured at 1independence while

others remained as they were prior to independence.

rh? Independence Period

On attainment of political 1iIndependence 1in
1963 Kenya like most other newly independent African
states, was faced with the enormous task of socio-
economic development. This 1included, among other
things, the raising of the living standards and
conditions of her people and the need to have her
people participate meaningfully 1iIn the economic,

social and even political affairs of the nation. In

n

the agricultural field for example the majority of the

people still practiced subsistence farming in an age

and in a country where agriculture had been
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There was therefore an urgent need
H . prOblem of how "to transform the African

fcultural sector of the economy from subsistence
agr «

to

policies were now needed to cater for the Africans,

15
market economy" New and relevant development

ELhe majority of whom had been Qlargely ignored by the

colonial regime.

There were several problems that made the task
of socio-economic transformation and particularly the
active and effective participation of the Africans 1in
the economy difficult. First there was of course the
undesirable situation in which many of the country"s
strategic resources required for development were not
in the hands cf indigenous Kenyans. It was for example
the case that many of the privately operated enterprises
were owned by foreigners. The government could not
quite trust and rely on these foreigners and their
resources. It was politically unwise to do so. At the
same time the government did not quite know what the
reaction of these foreign owners of strategic resources
would be if their property were to be national isedj

something that was later given some consideration.

To make the decision as to whether or not to -~
nationalise private foreign owned property was
Particularly problematic given the largely conservative
attitude cf those who controlled the government. There
were of course a few leaders who were more liberal apd

With radical views but they had little

ePublic of Kenya: Sessional Paper No.10 of 1965 on
Alj;lcan .Socialism and Its Application to Planning

anlKenya Government Printer Nairobi P.25
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influence iIn the government. The second problem
and one which is closely related to the first

one, was the fact that the country lacked its

own human and capital or financial resources.
Particularly poor were the majority of the popu-
lation. To participate iIn a monetary economy,

which was what people expected the government to
facilitate, necessarily required “sufficient”
capital which the people did not have. The
government therefore had first to solve the problem
of lack of capital and find ways and means of gett-
ing the indigenous people have access to credit

facilities.

One thing the government could have done was
to take over and nationalise the economy and parti-
cularly the existing foreign owned enterprises and
the multinational corporations. This option was™
indeed considered but was not accepted by the
largely conservative Kenya African National Union
(KANU) government. This rejection was officially

and publicly made known in an official government

paper in 1965 when it was stated.

It should be recognized that if, the nation®s
limited domestic capital is used to buy
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(nationalize) existing land, livestock,
bulding, machinery and equipment, the
nation has not more productive assets
than before - only their ownership has
changed .._... Further, the money paid
for nationalised resources and the people
who managed them before nationalisation
would most likely leave the country thus
increasing our TfToreign exchange and
skilled manpower problems. There is also
the likelihood that nationalisation would
discourage additional private investment
thus, reducing further* the rate of growun
of the economy.16

Nationalization it was argued would only be

carried out by the government when,

-
o/

-
o/

the assets in private hands threaten the
security or undermine the iIntegrity of the nation;
or —

when productive resources are being wasted; or

when the operation of an industry by private
concerns has a serious detrimental effect ch

the public iInterest and;

when less costly means of control are not

available or are not effective.

16Republic of Kenya, Sessional Paper No. 10 of 1965 on
African Socialism and Its Application to Planning in

Kenya. Government Printer, p. 26. /

*7Republic of Kenya, Sessional Paper No. 10 of 1965 on

_African Socialism and i1ts Application to Planning”™ m

Kenya. Government Printer, Nairobi, p. 27



- 126

What was being said in this document on
nationalisation and its possible or anticipated
adverse consequences was not something new. In
fact during the politics of decolonisation and
immediately before independence, the question
of the status of private and foreign owned enter-
prises in independent Kenya had been discussed
and the country®s new leadership had agreed that
they would opt for a mixed enterprise type of
economy with respect for and heavy reliance on

foreign sources of finance and capital.

What the sessional paper was saying was
really that the Kenya government feared that
nationalisation if carried out so soon after
independence, would have the effect of scaring away
private foreign investors both potential and actual
whom they had encouraged and given hope of partici-
pation in our economy. It was necessary to reasure
these people after iIndependence that the government
was still committed to the policy promised earlier.
In fact in the subsequent development plants ~e
government continued to assure and reassure the

18
See for example, Republic of Kenya Development

Plan. 1974 - 78, p. 279
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foreign iInvestors not only of participation in

the economy but also of the possiblity of adequ-

ate repatriation of profits. This assurance

was also necessary at the time because of

reasons already stated. The government was already
creating several new public enterprises and
reorgnaising the old colonial enterprises, thus
giving the false impression, particularly to the
foreigners, that public enterprises might soon become
the major form of economic organisation and that all
private enterprises beginning with foreign enter-
prises would I be nationalised. Suspicious as they
were, these foreigners and especially prospective
investors had to be reminded or reassured of the
stated government policy. In later years, beginning
with the 1970s, the existing fears on the part of

the government that nationalisation would scare away
investors began to diminish. It was now interna-
tionally recognized and accepted that nationalisation
with adequate compensation would not necessarily
scare away investors. This probably gave fresh fears
to the i1nvestors and more reasons for the government
to keep on reassuring the investors that nationalisa-

tion would not be carried out iIndiscriminately.
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The effect of the initial and continued
reluctance to nationalize the economy was that
it served to p;;petuate the dominance of the
economy by foreign private firms and multina-
tional corporations. With the guarantee for the
repatriation of profits, many were encouraged
and indeed huge amounts of money left the country.
Interestingly this is one thing that the govern-
ment had wanted and hoped to avoid by not nationa-
lizing. It became increasingly clear that the
continued dominance of the economy by foreigners
was not acceptable by the people and by the few
radical KANU members i1n the government who insisted
that economic independence must be realized through
the peoples® control of the economy. Continuing
with the situation as it was, was obviously going
to cause political instability and a threat to the
power of those who controlled the state apparatus™

A solution had therefore to be found.

The government saw Africanisation of the
economy as advocated by the more radical of its
members as the political answer to the problem This

meant encouraging the African to participate in the

economy. But encouragement without assistance would
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certainly not solve the problem. . New iInstitu-
tions and organisations were needed to facilitate
this participation. It will be noted that with
political independence, the socio-economic

structure iIn Kenya did not substantially change.

The most visible change was the replacement of
whitemen with black people in positions of power.

There was however, the problem of poverty among

these Africans who took over for instance, the

former European farms and those who wished to

engage iIn some Tform of business at independence.

This made it very necessary for the government to
make available opportunities for these poor Africans.
Especially necessary was credit facilities to finance
all sorts of undertakings iIn which the Africans
aspired to participate. The areas iIn which the Africans
wanted to participate and for which they needed access
to finance and other technical advice included
agriculture, industrial and commercial sector, whole-
sale and retail trade, the construcfion industry and
several other sectors of the economy. Several/new
public owned iInstitutions were therefore created and
old ones were expanded and reorganized to facilitate

this participation.
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In the industrial Tield the inherited
Industrial Devleopment Corporation was
reorganized and expanded to cover the commercial
sector as well. ,Its name was consequently altered
to Industrial Commercial Development Corporation
(1CDC).- Its new role now consisted of investment
in large industrial projects, the development of
industrial estates, and the development of rural
and other small scale iIndustries by providing
financial assistance and management service"*" to
the African businessmen. The other major public
enterprise that gave financial and other forms of
assistnace to up coming African businessmen and
industrialists was the Development Finance Company
of Kenya (DFCK) which by 1964 was the principal
Government instrument for financial participation
in major industrial ventures. Its role is to sti-
mulate the flow of private investment by providing
loans or share capital to fTill marginal gaps in
project finance with emphasis on large industrial,
agricultural and mining ventures.20 The industrial
Commercial Development Corporation and the
Development Finance Company of Kenya have since inde-
pendence assisted several Africans \o participate 1in

business®@

~Republic of Kenya Development Plan, 1970-74, p. 316
20Republic of Kenya: Development Plan, 1964-70, p.81
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In 1965 the Industrial Commercial Development
Corporation established the Kenya National Trading
Corporation(KNTC) whose objective was to Africanise
trade. The Kenya National Trading Corporation
has since played a major role in the process of N
transferring the import-export trade and distribu-
tion of essential, commodities to Kenyan Africans.

It has appointed only Africans as its agents in the
distribution of essential commodities such as sugar
and salt. The problem has been that although all

its agents are Africans, the Kenya National Trading
Corporation tends to appoint the already economically
powerful and well placed individuals as their agents.
This leaves the less privileged Africans out of a
business that many of them aspired for and which to

them appeared fTairly easy to manage.

In the agricultural sector we saw the creation
of the Agricultural Finance Corporation (AFC) in 1963".
The (AFC) was the successor of the Land and
Agricultural Bank of Kenya whose predecessor ttjé
Land Bank was established in the 1930s. Since its
reorganization the Agricultural Finance Corporation
has been the principal Agricultural Financial

institution owned by the government. It assists
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farmers by offering short and medium terir loans.
In the construction industry the Kenya government
established the National Construction Corporation
with the main purpose of providing capital and
technical assistance to -up coming African contra-
tors. By 1971 there were over 70021 African
contractors registered with the National Construc-
tion Corporation.

«

While establishing new public enterprises and
reorganising the old ones, in an attempt to solve
some of the inherited socio-economic problems, the
Kenya government acted very cautiously and was
very careful not to cause panic among the foreign
investors in the country. The government kept on
reminding and reiterating its policy of a mixed
economy and the sanctity of private onwership of
property. Such an assurance was given as late as

in the 1979/83 Development Plan when it was said.

The government will continue to maintain
the policy of mixed economy. The targeted

high growth rate of the public sector
require substantial resources for develop-
ment. The government will only contribute

a small proportion to this investment.
- t

1
Quoted in Collin Leys. Underdevelopment in Kenya.
Heinemsn, 1975, P. 149.
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Greater reliance will be placed on
the private sector investment which
will include investment from abroad.22

C .

In order to assure and gain the confidence
of the foreign investors and at the same time make
the Africans feel that they are participating in
the economic development of their country, the
government decided to establish most of the public
enterprises as joint ventures between 1iIt, and
foreign iInternational capital. In the colonial
period these joint ventures were said to be neces-
sary 1In order to maintain some amount of political
contentment among the Africans. While this also
played a part, there was the argument that the
country was doing so also because it was poor and
could not finance these public enterprises solely
by local funds. There was also the argument at
independence that given the remoteness of some parts
of the country, the only way to ensure that private
capital was made available to these areas, was
through government encouragement by entering into
partnership. Given the general poverty of the country,
it was argued, the private capital had to come from

abroad. ’

22
Republic of Kenya: Development Plan. 1979/83,p.323
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As a result of these arguments and several
others, all public enterprises iIn Kenya are heavily
dependent on international private capital. This 1is
a major characteristic of all (oup public enterprises.
The DFCK for example 1is heavily dependent on loans
from the (CDC) the Netherlands ; Overseas Finance
Company and the German Development Corporation, each
having equal amount of share capital?3 The Kenya Tea
-Development Authority as we shall show later is
another public enterprise funded by the OPEC and the
European investment bank among other donors. The
Agricultural Finance Corporation is yet another
example of a public enterprise that is heavily
dependent on loans and other financial assistance
from abroad. Even the recently created Lake Basin
Development Authority and the Kerio Valley Develop-
ment Authority both established in 1979 rely heavily
on foreign capital. The list is long and could
perhaps cover all the public enterprises iIn Kenya.
The few we have cited will, however, suffice to show
that Kenyan public enterprises depend almost entirely

on foreign capital for their operations.

Whether or not the creation of ~public enter-

prises and their iIntended objectives have been met

23 ,
Republic of KenyaDevelopment Plan, 1970-74,p .319



Si&;g gndependence is of course a matter of debate.
R seems, however, rather difficult to see how the
Generally poor Kenya Africans would have been able

m ithin the eighteen or so years of political independence
K} acquire sufficient capital through the fTacilities
tffered by the state enterprises to be able to manage
their economy. There are of course a few Africans
especially those who occupy positions of responsibility
in the public enterprises as well as those in political
authority and the highly placed civil servants who have
used their positions to acquire businesses. The majority
of the indigenous population have not been able to do

this as most of them lack the security needed before

one can get access to loans.

The increased reliance on private foreign capital
ever which we have very little control, if any, would
seem to indicate that we are still far from being able
to control the use of these finances. As will be shown
in chapter four, it is the donors of these loans and
other finances who usually have a greater say over how
the finances are used. In some cases such as that of
the Kenya Tea Development Authority, the donors even
moke the critical decisions regarding the operations
of the enterprise. Very little success therefore seems
to have been achieved regarding the effective local

control and direction of our economy.



The only success we have had is probably in

(

Africanisation, in the sense of replacing white
people with black people. The civil service is
said to be almost 100% Africanised including top
positions in our parastatal organisations and
several private firms. However, 1in terms of
African participation and control of the economy
there is little to suggest that we have been
successful; yet ownership and control of an

economy should and indeed is the most iImportant

consideration.

Appoint about the Kenyan public enterprises which
is a major concern fo“both the public and the govern-

ment is the performance of these organisations. The sixty-

SIx * or so Darastatal organisations iIn Kenva have,
generally speaking performed very badly. This Iis.
evidenced by the numerous commissions of inquiry set
up by the government to look into the running of these
institutions either as groups or individiually.I.The

19733 Committee set up bv President Moi to review

the state of the parastatls in the country was an

24
Republic of Kenya: Review of Statutory Boards

(Chairman, P. Ndegwa), May, 1979. Government
Printer, Nairobi, p. 2
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example of the concern the government has over

the running of these organisations. Prior to

that there was another commission set up to examine
the structure of the Civil Service including the
state of parastatal o.rgnisations. This earlier
committee set up by the late President Kenyatta

was chaired by Duncan Ndegwa and has since been

called the Ndegwa Commission.

In the words of the 1979 committee report,
parastatal organisations in Kenya are characterized
by prolonged inefficiency, financial mismanagement,
waste and rcalpracitces.25 One of the chief causes
of this pool- state of affairs iIn Kenya®"s parastal
organisations is poor management by the government
instititions concerned. These institutions include
the parent Ministry, the Legislature, the Board and
SO on. It was perhaps in recognition of this lack
of control that the 1979 commission recommended and
the government accepted to establish the Parastatals
Advisory Committee”™ under the office of the Prssident
and the Investments Division of the Treasury, whose

functions were superimposed on the traditonal &

5 - - L
Republic of Kenya: Review of Statutory Boards.
(Chairman,P. Ndegwa), May, 1979. Government
Printer, p. 3



- 138 -

institutional mechanisms of parastatals control.
Prior to the esgablishment of the above bodies,

to strengthen the management of parastatals, there
was very little direct attention given to parasta-
tals by the government. The result was the dis-
placement of public iInterest (which these organisa-
tions are meant to serve) by private iInterest with

the latter interest dominating.

One of the parastatals that has suffered from
this type of problem is the Maize and Produce Board.
According to a report in the Weekly Review(lIst Feb.
1980 p. 26 - 27) a former Minister of Agriculture
had a maize mill that did business with the Board.
The Kenya Cooperative Cremaries and the Kenya Meat
Commission, the Maize and Produce Board are at pre-

sent in serious TfTinancial difficulties.”™®

Reports of mismanagement have also been repor-

ted several times in Kenya Meat Commission. Accord-
ing to the Weekly Review of 30th June, 19?5: tpe
Commission has over the years been exporting meat and
meat products through middlemen who could be done

away with. These middlemen were su;pected to beg

6 -_
Republic of Kenya: Review of Statutory Boards,
P. 23.
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perhaps some of the commissioners. In September,
1981, the Kenya Meat Commission was reported to
be 1in serigys financial debts and was only bailed
out by a government assistance of Ksh. 7 million
in addition to Kshs. 23 million given to it in
the previous year.27
I

Recently the President blasted the Kenya
Dairy Board for its inefficiency and threatened to
dismiss 1ts management. The other parastatal that
had i1ts management dismissed twice iIn seven years
was the Cotton Lint and Seed Marketing Board. The
board in one case had faulted to pay the farmers e
for cotton actually delivered. The boards®™ general
manager had also been dismissed for allegedly having
entered into a questionable ploughing contract with
private tractor owners where a cheaper deal could
have been settled with the Tractor Hire Unit in-the

Ministry of Agriculture2?

One could go on and on citing cases of mis-
I

management of parastatals iIn Kenya. The fTew we
have given will, however, suffice to show how

conflicts of iInterest can, and have led to the poor
.- ‘ - /

27 . . ,
Daily Nation, Sunday September, 20, 1981, p. 1

"®@See Weekly Review of 26th May, 1978, p. 20
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performance of parastatals in Kenya. This 1is

certainly a very undesirable situation given

the role.that these organisations are expected

to perform in our society. Although the 1979

review commission saw lack of control as the

cause of the problems and suggested the establi-
shment of the bodies referred to above, it 1is
doubtful whether these controls alone will help.-
Perhaps one should look at the nature of the
political-economic relationship that have emerged 1in
the;.j post independence period. It seems that it

is these relationships that cause problems of
control, Jecruitment and general management of these

organizations.

In concluding this chapter, 1t can be stated
that public enterprises in Kenya were the products
of the historical development of the country right
from the oommencement of colonialism and colonial
rule. Their establishemnt was due mainly to the
attempts by the colonial settler to establish g?
monopoly and protection over the production and
marketing of the agricultural products, the main-
stay of the colonial economy. This Protection was

needed against competiton from the Africans who were
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not even allowed to grow cash crops. To secure
this monopoly and protection the settlers pres-
surized the, government to set up public enter-
prises. There was also the fact that the sett-
lers lacked not only the experience in large
scale farming but also agriculture. Again it

was to the colonial state that they looked for
assistnace which was accorded them through the
establishment of state enterprises beginning with

the 1930 Land Bank.

The collapse of the colonial rule and the
gaining of political independence, left the country
without any indigenous capital that could be used
to achieve the economic development that the country
embarked on. Every sector of the economy during
the colonial period was controlled and dominated by
foreigners who left on attainment of political
independence. There was therefore the need to
mobilize resources and capital for development as
well as to have local’ people run the economy. < There
was also a great need to reduce the unbalanced
regional development that characterized the colonial

system and period. The government saw Africanisation
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of the economy as the political answer. To do

this however, shortage of capital had to be
eliminated. The government therefore decided to
create public enterprises to mobilize the neces-
sary resources and to initiate development in the
remote areas of the republic in which the little
existing private capital was unwilling to venture
into because of the high risks involved. There was
therefore the need to provide certain services or
facilities of economic and social nature to all
parts of the country. Public enterprises were
therefore created because the country was poor
economically and did not have indigenous private
capital with which—-to initiate development. Many
parts of the country were remote and were neglected
by the little private capital that was mostly
foreign; the need to Africanize the economy and”to
mobilize resources for this process; they appeared
more attractive and appealing than private enter-
prises not only to the more radical members of._the
Kenya African National Union government but aI;o
to the masses to whom they were an indication

(erroniously of course) that the economy was truly

controlled by the Africans. It is important to
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remember however, that public enterprises were
meant to supplement government and private

enterprises initiatives and not to replace it.
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CHAPTER THREE

THE DEVELOPMENT OF THE TEA [INDUSTRY

IN KENYA "AN OVERVIEW”

In the previous chapter we undertook a
discussion of the origins of public enterprises
(parastatal organisations) 1in Kenya. In an
attempt to provide a complete picture of the
emergence and development of these state institu-
tions, we traced their origins to the colonial
period. We noted that public enterprises in this
period were few in number and were established
mainly to serve the interests of the White Settler
Community. Since the major occupation of these
settlers was agriculture, there was a concentration

of these institutions iIn the agricultural sector.

Having done that, we discussed the factors
that influenced the establishment and proliferation
of public enterprises after the attainment of
political independence iIn 1963. It was noted that
various economic, social and political factors -

were responsible for this development7 These included

the need to transform the rest of the Kenyan economy
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from subsistence to a market economy, the need

to encourage and facilitate African participation
in the economy with the aim of creating and deve-
loping an indigenous private entreprenuers control-
led by the Africans especially in the rural areas.
This was a government policy. The efforts to
transform the economy from subsistence to a market
economy after iIndependence should, however, not

be construed to mean that the entire economy was
subsistence at independence. On the contrary, the
inherited economy had a very large portion of it
already under the market economy. This was the
result of the efforts of the colonial administra-
tion and the whitg .settlers who all along attemp-
ted to create a capitalist mode of production as t
the dominant mode of production in the colony by
destroying the pre-capitalist modes that they
found iIn existence. The gist of the matter was,
however, that these colonial efforts only succee-
ded in the areas settled and controlled by the
White Settlers. Most of the Africans occupied
rural (reserves) areas remained basically subsis-
tence areas. It was mainly these areas that the
independent Kenya government wanted transformed

by introducing capitalist agriculture based on

cash crops.
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In this chapter we want to very briefly deal
with the development of the tea industry in Kenya
and the eventual emergence of the Kenya Tea
Development Authority which is the subject of this
study. The Kenya Tea Development Authority as we
shall see later iIn this chapter, forms only one
aspect, or is only one of the many organizations
that are i1nvolved in the development of the Kenya
Tea Industry. Its activities are centred mainly
among the small scale tea growers. It is there-
fore very vital that we examine the development
of the entire tea industry and thereby lay the
background within which the contribution and role
of the Kenya Tea Development Authority will be

placed and discussed.

The Tea Industry iIn Kenya:

Following the colonisation and the arrival

Of settlers iIn what iIs now known as Kenya, new
forms of agricultural production were introduced.
This started off a process of agricultural develop-
ment in the country that goes on to the present day.
From the communally based subsistence- agriculture,

the colonial administration with the White Settlers
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introduced capitalist agriculture based on cash
crops. These developments however, were mainly
confined to the white settled areas as the Africans
were not allowed to grow cash crops. The Africans,
although denied the chance to grow cash crops,
still depended on agriculture for their livelihood.
In fact Van Zwanenberg points out that European
colonisation in Kenya altered agricultural and
pastoral production in many respects, but without
altering the fact that agriculture was the sole
basis of wealth.1l] This is evidenced by the fact
that industrialisation did not occur iIn the colony
till much later, but even then, agriculture has

always been the back-bone of the economy.

Towards the end of the colonial period, the
colonial administration decided to introduce cash
crop farming among the Africans for various reasons
some which will be discussed later in this
chapter. This decision resulted iIn the establish-
ment of a government commission headed by .

Swynnerton, M.J.R. then an Assistant Director of

Agriculture, to find out ways and means by which this

1 /
Van Zwanenberg, R. The Agricultural History of Kenya.
East African Publishing House, 1972, p .5.
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could be done. This commission came out with

what has since been known as the Swynnerton Plan,
setting out how cash crops could be iIntroduced

to and grown by the Africans. The implimentation
of the recommendations of this commission was
really the starting point in the development of
agriculture among the Africans as i1t introduced
cash crops and new methods of agricultural product-
ion among them. Among the cash crops introduced

were coffee, pyrethrum, and tea.

Tea growing among the Africans iIn Kenya did
not start until the beginning of the 1950s when
pilot projects were initiated in Nyeri and Kericho.
Prior to this, tea growing and consumption was
confined mainly to the European community iIn Kenya.
The first tea in East Africa was planted in 1900 at
Entebbe, Uganda. Three years later, in 1903, Kenya“®s
first tea was planted at Limuru.2 Very little
progress took place in tea growing during initial
period. In fact until the 1950s tea growing was, as
we pointed out, confined mainly to the Europeans.

There were several reasons for this.

2Atim, Q-M.et_.al. Tea Industry in East Africa,
Mimeo, undated p.l.
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First, the Africans were legally prohibited
from growing the crops apparently because it was
feared that the growing of cash crop by the
Africans would jeopardise the attempts and efforts
of the White Settlers to establish and entrench
themselves as agricultural capitalist. Secondly,
allowing the Africans to grow cash crops would
have meant the interruption of the supply of labour
to the European settlers.(the Africans were the only
source of labour i1n the European farms). (see also
previous chapter). This would have again weakened
the settler efforts. In any case growing cash crops
such as tea and coffee would have been difficult
and unprofitable for the Africans since the best land
for such crops had been alienated and occupied by

the Europeans.

Although tea was first grown in Kenya in 1903
which was long after the settlers had tried other
cash crops, it was not until 20 years later that
planting on a commercial scale began and tremendous
expansion of the industry began. This dramatic
expansion i1n the cultivation of tea during this
period has been associated with the ,arrival in Kenya

/
of two British fTirms namely; the Brooke Bond and
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James Finlay. These two companies had been
operating iIn Asia and in the 1920s decided to

extend their operations to Africa. In 1924,

Brooke Bond formally set up a local branch here

in Kenya.8 This found when James Finlay company
had already started operating in the country.

Several reasons did influence the extension of the
activities of the two firms to Kenya. First of all
there was the need to secure and establish alterna-
tive production areas for export and to capture the
Kenyan market. There must have been at the back of
the minds of these companies”™ the idea that it was
risky to concentrate production of such an iImportant
cash crop in one region only, especially in one
colony. Political stability in colonies are not
easy to maintain let alone predict. It must have
been# therefore in this light that these companies,
wanted to establish alternative tea growing areas
where they could resort to, should disruption 1in one

area occur.

Secondly, there was the fact that it was

expected that more and more Europeans would come and

this information was contained in files of the
Brooke Bond Comany in Kericho. Thte author came

across it during some of my frequent visits to a
friend working with this company.
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settle in Kenya and thus provide a market for tea.
With the Kenya soil suitable for the crop, and

with the guarantee for cheap sources of labour

by the colonial administration in Kenya, the idea

of operating in Kenya must have been very attractive

to these companies.

On arrival in the country, the two firms
bought large amounts of tea land especially around
Kericho and soon established themselves as the
dominant tea producing and selling firms. By 1934,
there were about 12,662 acres planted with tea iIn
Kericho with the dominant firms owning over 10,000
acres between themselves. The rest of the land was
shared between another foreign Tirm the Nandi tea
estates, and two local firms Jamji and Buret.”

One 1iInteresting point about the tea industry In
Kenya®"during this period is the fact that it was
dominated not by local firms controlled by local
settlers but by foreign based fTirms. Local settlers
did not involve themselves iIn tea growing to any
significant extent. Table 1 below illustrates this4

Swainson. N. "Company Formation in Kenya before
1944 with Particular Reference to the Role of

Foreign Capital. In Kaplinsky (R.eclt). Reading on
Multinational Corporations in Kenya. Oxford
University Press, 1978, p.77.
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point by giving the production and sales of tea
by each of the firms that were involved in tea

production during the period under review:

TABLE 1: TEA SALES IN KENYA IN 1937.

COMPANY QUANTITY IN LBS
Brooke Bond 1,250,000
Buret 300,000
African Highlands 250,000
Jamji Kipkorech 50,000

TOTAL 1,850,000

Source: Brooke Bond Files, Kericho Office.

As shown in the above table, the total amount
of tea sold by Brooke Bond and African Highlands,
the two dominant foreign firms, was 1,500,000 Ibs.
while that of the two local companies totalled(
350,000 Ibs. only. Thus the two foreign companies
sold 1,150,000 0Ibs. of tea over and above those of
the local firms. In 1946, Brooke B9nd bought out
the Jamji Company and in 1971, Buret Tea Company

sold i1ts assets to Brooke Bond. Brooke Bond thus
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became the single largest tea estate iIn the country.
At the moment it has a total of 5,500 hectares and

produces 18% of Kenya"s total tea crop.

Several factors account for this dominance
by foreign firms and the almost total absence of
local settlers in the tea industry. The primary
reason was the lack of capital among the local
European settlers particularly the small scale
farmers. Tea takes a long time to mature and there-
fore to earn revenue for the farmers.5 For poor
farmers like the local settlers were, this meant
that they needed access to long term loans at low
rates of iInterest at least during the iInitial years
if production was to be profitable. Commercially
significant yields starts in the sixth year. This
type of credit facilities was, however, not avail-
able to them especially during the times when they
needed them most as we discussed In chapter two.
In the absence of such facilities, these fTarmers
had no alternative but to concentrate on crops”that

required less capital. Secondly, tea farming wasb

5 Etherington, D. Small holder Tea Production 1in
Kenya. An Econometric Study. Ea3t African

Literature Bureau, Nairobi, Kampala, Dar-es-Salaam,
1973, p- 7.
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considered economical only if grown on large

scale plantations. Small scale tea farming had

been tried in several places such as Ceylon and
failed. Large scale tea farming requires not

only money, which many local settlers did not p
have, but also a very complex organization. It

was only foreign firms like Brooke Bond that had
access to the kind of money required for large

scale tea farming and the orgnisational ability
given their experience in Asia. They did not need
to rely on the private banks which In any case would
be willing and ready to give them credit as they
could easily repay the loans. In fact, these fTirms
did not pester the colonial state and administration
for loans or state assistance and were not bothered
whether or not the state did give assistance to the
local settlers. They wanted to create a monopoly in
tea farming and would probably have resisted any
state efforts to assist the local farmers in their

attempts to grow tea.

For the above and other reasons, the foreign

firms dominated the Kenya tea industry until the
late 1950s when as we said, the colonial government

reversed its policy of prohibiting the participation
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of Africans in the economy and particularly in
the production of cash crops. The new policy
now encouraged the Africans to grow cash crops
and was contained iIn the Swynne~ton Plan already
referred to. As one of i1ts recommendations to
intensify agricultural development among the
Africans, the plan called for land consolidation
in the African rese}ves and the issuing of land
title deeds to Africans to indicate legal owner-
ship of land. Thereafter the 1954 plan said that
the Africans should be encouraged to grow cash

crops, such as coffee, tea, sisal and others under

the supervision of Europeans.

Several factors contributed to the reversal
of the colonial government policy in favour of
African participation in the economy, and in cash
crop farming. Perhaps primary among these factors
was the political climate of the 1950s in the third
world generally and in Kenya in particular. This
was the period of intense political struggles £n
colonies between the nationalists and the colonial
governments in most of the third world countries. The

aim was the attainment of political ,independence and

/
the removal of the iInjustices and discriminatory
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practices that characterised the entire colonial
period. In Kenya, these struggles had their

base on the land problem. The alienation of land
and the subsequent deprivation of the best lands
from the Africans caused a lot of bitterness and
resulted in the Mau Mau uprisings. In fact
nationalist and the politics of decolonisation 1in
the 1950s in Kenya, especially in Central Kenya,
involved more than anything else, the question of
land. This discontent needed some solution and
agricultural development in the African areas
appeared to the colonial administration as the best

solution.

It had occured to some far sighted colonialist
settlers and administrators that the course and
progress towards African iIndependence iIn Kenya could
not be halted i.e. that the attainment of indepen-
dence was 1inevitable. It was only a matter of time
-before this occured. These settlers who later formed
the New Kenya Group, a political party, felt that
something positive had to be done to diffuse the
bitterness and to avoid further outbreak of violence
among the Africans. New economic measures and

arrangements that would appeal to the Africans and
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cause them to believe that the Europeans were
after all well intentioned were therefore needed
and were iIn fact contained iIn the new policy.

These arrangements as we shall shortly see were
made in such a way that they protected the
interests of the Europeans such as ensuring that
their services would be needed and therefore that
they would remain here in Kenya after independence.
The new policy for example emphasised the need for
the Europeans to supervise the growing of cash
crops, especially tea, among the Africans even

after independence.

As is clear from the Swynnerton Plan, the
change of policy in favour of having Africans to
produce cash crops in medium or small holdings had
the political objective of developing a relatively
contented group of people In the countryside who

would support the existing political system.®6

6The Swyn««.rton Plan of 1954 called upon_the colonial
government to encourage African community to own

agricultural industries as this would in the long

run create "a politically contented an.: stable
community”™. The i1dea behind this call coming as it

did after the Mau Mau violence must have been that
rural political agitation could bo stamped out by

the creation of a rural capitalist class - Swynerton,
RJM_., A. Plan to Intensify Development of African

Agriculture in Kenya. Government Printer Nairobi
1954, p. 8



158

we have already pointed out the bitterness of

the people in the countryside after the M<iu
uprisings and the fear that these violent acts may
errupt again. To cool down the rural masses, the
Swynnerton plan allowed the Africans to grow cash
crops ~uch as tea with the hope that the attraction
of money from these crops would distract them from
their political feelings. They would, the plan
hoped, not support the nationalist who the colonial
authorities were referring to as agitators or

disgruntled elements.

This political objective was supported by

the fact that tea planting on schemes advocated by
the plan had been tried and failed elsewhere (see
page 154-). Tea was until the introduction of the
Swynnerton plan considered economical only if grown
on large estates. The idea therefore that smalj.
scale African, growers projects was to be introduced
in Kenya must have been merely to create some con-
tentment among the African population. The

colonial government was not really sure it would

succeed. Its introduction would however, at least
in the short run, create happiness among those

. /

involved and therefore prevent political agitation

that was being carried out throughout Africa.
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It 1s against this background i.e. the
need to create a capitalist class among the
Africans iIn the rural areas who would support
the existing political system, that the Swynne/ton
plan ought to be understood. The establishment
of the Special Crop Development Authority,(SCDA),
about which we shall talk more later, was aimed
at implementing the objectives of the Swynnevton
plan- Before the Authority was established, two
Marketing Boards were created in 1956 to process
and market the existing African grown tea. These
were the Central Province African Grown Tea
Marketing Board and the Nyanza and Rift Valley
Grown Tea Marketing Board. In the following vyear,
the first factory To"process small holder tea was

constructed at Ragati 1in Nyeri District.

Since the establishment of the Special Crop
Development Authority in 1961 , the tea industry has
experienced.a very dramatic expansion especially
in the small holder sector now administered bylthe
Kenya Tea Development Authority. This expansion,
reflected in appendix A, has caused many observers
including the Kenya Government to assert that Kenya

/
TeaDevelopment Authority i1s not only successful but
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the most well managed parastatal organization in

7
the country.

Between 1963 and 1980 as shown in appendix
A, there was an increase of about 33,688 ,00Dkgs.
of tea produced by the small holder sector. In
1963, the sector produced only 311,980 kgs. while
in 1980, production by this sector alone rose to
44,000,000 kgs. The decline in production between
1963 and 1965 is explained by the fact that tea
takes a long time to mature and in the case of the
small holder, its production or planting did not
start until the early 1960s as we said before. It
therefore took sometimes to mature. Secondly, the
Africans during these initial stages had not

mastered the techniques of growing the crop.

Appendix B, indicates the amount of tea In.
kilograms produced by both the estate and the small
holder sector between 1963 and 1980 as well as the

actual amount of money the crop fetched at the

t

international iharket during that period. As is
clear from these figures, the amount the crop earned

the country depended on the price of tea oq the
/

7The Weekly Review, May 4th, 1979, p. 28
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international market which has been more or less
constant between 1963 and 1973. 1977 witnessed

a dramatic increase in the world price of tea.

This i1s explained by the fact that there was a
dramatic decline in the production of coffee in
Brazil the biggest world producer and exporter of
the crop. Many people therefore resorted to tea
drinking thus raising not only the demand but also
the price of the crop from 11/10 Kshs. 1in 1976 to
19/78KShs. i1n 1977. Kenya being Africa®s largest
tea producing and exporting country, benefited

a lot from the coffee problem iIn Brazil. Since
1977, however, the price of tea has been dropping
steadily. In 1980, for example, it dropped to 13/
70 Ksh. per kilogram. There are fears that the
trend might continue for sometime to come. Sources
in the Kenya tea industry say, however, that tea
could soon become Kenya®s number one export crop
inspite of the price decline. It is expected that
the small holder sector will by 1985 have overtaken
or at least reached the same level of productio™n

with the estate sector.

There are several organizations involved in

the Kenya Tea Industry. These organizations which

>
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are discussed below are presented diagramatically

in appendix C at the end of the thesis.

The Tea Board of Kenya:

Kenya®"s Tea Industry as discussed above
operates under the aegis of the Ministry of
Agriculture. Initially, however, and during most
of the period of upto 1950, as we indicated earlier
in this chapter, tea growing was confined to private
individuals and firms. It was not until 1950 that
the Kenya Tea Industry was brought under statutory
control, when the colonial government set up the Tea
Board of Kenya. This control was considered neces-
sary given the importance the crop was assuming 1in
the colonial economy. The Tea Board was therefore
a statutory organization created to exercise
licencing control over the planting of the crop and
manufacturing factories with the powers to regulate
the methods of planting, cultivation and processing.
In addition to these functions the Board looks
after the iInterests of the tea industry and itst

relationship with the government and the general

public.
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According to the 1972 revised edition of the
Tea Act under which the Tea Board of Kenya falls,
the functions of the Board shall include the

carrying on of such activities and the doing of such

things as are necessary, advantageous, proper or
for the benefit of the tea growers and the tea
industry, and in particular, but without prejudice

to the generality of the foregoing, shall include

(a) the licencing of tea growers;
(b) the licencing of tea factories;

(c) the regulation, control and improvement

of the cultivation and processing of tea;

(d) the control of pests and diseases;

(e) the control of the export of tea;

() theeinvestigation of and research into

all matters relating to the tea industryg

The Board then, is the most important
organization after the Ministry of Agriculture, which
is the parent Ministry in the tea industry. It deals
with all aspects of the tea industry unlike other

organizations that deal with only particular aspects

8 Laws of Kenya: The Tea Act: Chapter 343 revised
edition 1972, Government Printer Nairobi, p.5



or sections of the industry. The board is the
final authority after the Ministry of Agriculture
in the determination of policy relating to the
industry in the country, including the promotion

of tea sales outside the country, through the
international tea councils at which Kenya is
represented. These councils operate in the United
Kingdom, the Republic of Ireland, Netherlands, the
United States and Canada which are also the leading

markets for Kenya tea.

Internally the Tea Board is empowered to
ensure that all the tea growers and manufacturers
contribute \ of their manufactured tea to the Kenya
Tea Packers Association for domestic sale and
consumption. This is done by requiring all tea
manufacturers in the country to submit monthly
returns to the Board showing the amount of tea
manufactured and the amount sold to Kenya Tea Packers
Association. This 1is inspite of the fact that the
Kenya Tea Development Authority in 1978 assumed (the
sole responsibility for the blending, the packaging”®
the distribution and sales of all tea consumed in
Kenya through the Kenya Tea Packers Association. In

t

the event of a manufacturer failing to supply his



165

quota to the Kenya Tea Packers Association, it 1is

to the Tea Board that the Kenya Tea Packers
Association through the Kenya Tea Development
Authority will report. Kenya Tea Packers Associa-
tion as we shall see later on, is an orgnhaization
formed by representatives of the estate producers
and the small holder sector i.e. Kenya Tea
Development Authority and other private small and

large scale producers.

The Tea Board of Kenya is financed by the
cess paid to it by all tea manufacturers in the
country. This cess is also used by the Board to
finance the operations of the Tea Research Founda-
tion situated at Kericho. This is the organization
through which the Board carries out functions, (©),
@, (), and () of the Tea Act (see page 16MN) =
Every tea manufacturer pays a cess of 31 cents per
kg. to the Tea Board. From this it iIs possible to
meet all the administrative and other expenses of
the Board which at the moment consists of only ope
Chairman, one Company Secretary, an accountant, one

or two Secretaries, and two or so subordinate staff.

The Tea Research Foundation: ,

As we already pointed out this is the organiza-

tion iIn the tea industry that 1is responsible for all
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matters or aspects of research related to tea

in Kenya. Located in Kericho district, the
foundation was originally called the Tea Research
Foundation of East Africa. The name was changed
to Tea Research Foundation following the break

up of the East African Community. The Tfoundation
was legally constituted as a purely Kenyan
organization 1980 and according to sources at

the Tea Board, the Tea Research Foundation held
its first meeting on 30th April, 1981. It is
controlled and financed by the Tea Board through

the cess paid by every manufacturer in the country.

The Kenya Tea Growers Association:

This association or tea organization has its
roots in the colonial period as do most other
organizations in the Kenya Tea industry. As we
have pointed out elsewhere, the tea iIndustry during
the colonial period was dominated by foreign firms,
the principal ones being the Brooke Bond and James
Finlay Company (now African Highlands Company)-®. In
an attempt to avoid the adverse effects of the
competition for the sale of tea manufactured by the
foreign firms, the tea manufacturers decided to
come together and form an iIndependent orgnization

to sell their tea to the consumers. This was to
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consist of representatives from all the major
producers and manufacturers. In April, 1938,
such an orgnization was formed known as the
East African Tea Growers Association. The main
features of this controversial scheme according

to Swainson were:-

(€)) Producers wre to pay the transport costs of
tea from their factories to the packing plant

of the distributors, and

(b) The distributors, for their part, undertook
to supply alll, the necessary financial and
sales organization and to use their goodwill
trade patents, although the tea packets would
also iIndicate- that the tea was from East
African Tea Growers Association.9 It turned
out that Brooke Bond dominated this associa-
tion and in return for their services, Brooke
Bond was to receive a commission of 7.5 per
cent on the gross selling proceeds of the tea

which they handled.10

ASwainson, N. "Company Formation in Kenya before
1945 with particular reference to the role of

Foreign Capital.~ In Kaplinsky (edt) Readings on
Multinational Corporations in Kenya. Oxford

University Press, 1978, p. 81

1% 1bid., p. 81
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After the country achieved i1ndependence and
particularly after the establishment of the Kenya
Tea Development Authority, the East African Tea
Growers Association changed its name to Kenya Tea
Growers Association. It remained an association
of the large tea growers. It Is a private
organization that has authority and responsibility
only over the large estate growers and has nothing
to do with the small scale growers attached to the

Kenya Tea Development Authority.

The Kenya Tea Development Authority:

The history of the Kenya Tea Development

Authority dates back to the colonial period and is
one organization in the tea industry that is now
very crucial to the survival of the industry given
the emphasis on small scale sector by the Kenya
Government. In fact the history of this organiza-
tion is realy that of its predecessor the Special
Crop Development Authority. The Special Crop
Development Authority was an organizational or
institutional framework established in 1960 by the
colonial government to facilitate the implementation

/
of the recommendation of the Swynerton Plan 1i.e.



growing of tea and other cash crops among

the Africans. It was officially argued that
such an Authority was necessary in order to
raise loans for the growing of tea among the
Africans on small scale basis. Though it is
true that a lot of money was needed for this
exercise, and that the colonial government may
not have been able or willing to supply this
money, and that the Special Crop Development
Authority did indeed raise the required money,
it would appear that these were not the real

or actual reasons for the move to establish the
Authority. It would appear especially from
the composition of the shareholders of the
Special Crop Development Authority, that the
real reasons behind i1ts creation was the desire
and determination of the colonial government to
perpetuate the iIntrusion and expansion of
international capital in the country, a process

which started In the 1920s.

The 1920s witnessed the iIntrusion into
Kenya of foreign firms like the Brooke Bond and
James Finlay and their direct involvement in the

/
production of tea and other cash crops. This
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direct expansion and involvement of these
foreign firms and capital could not continue
unabeted especially after or with the rise

of Nationalist movements and leaders. Any

such further direct expansion and involvement
it was considered, could create further politi-
cal and physical violence. The alternative was
through indirect intrusion methods such as
introducing schemes involving not only the
colonial state but also the local people who
were promised great monetary as well as socio-
economic benefits. The state would then argue,
and this seemed to have happened in Kenya; that
it lacked adequate fTinances to carry out such a
venture on its own, and go on to use this
excuse to invite the participation of internation
al capital and capitalists. They would then
establish joint ventures with the colonial
government, a practice that has persisted till

today.

I
It must have been iIn this light that in

1959 the colonial government after accepting the

recommendations of the SwynneWon plan, asked the
t

Corrmonvealth Development Corporation and other

commercial companies to 'consider the overall
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processing requirements for small holder tea

with a view to their investment iIn factories.

It is interesting iIn this regard to note that

the main feature of the mission®s report was to
emphasize the importance of iIntegrated develop-
ment and to suggest that small holder tea

growing be reorganised in such a way which would
attract long term finance to enable comprehensive

long term development planning.12

Following the recommendations of the 1959
government commission, a temporary organization,
the Local Land Development Board was established
by legal Notice No. 458 of 29th September, 1960
and charged with the responsibility of the
development of tea by African small holders. A
year later, a legal Notice No. 243 fo 21st A"Tril,
1961, under the Agriculture Order 1961,"
established an Authority known as the Special

Crop Development Authority the predecessor of the

~ The Authority, Kenya Tea Development Authority,
Mimso, Kenya Tea Development Authority Files
Undated.

19
The Authority, Kenya Tea Development Authority

Historical Development. Mimeo Kenya Tea Develop-
Ment Authority Files Undated.

13Ibid.
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Kenya Tea Development Authority. The Special
Crop Development Authority took over the
functions of the Local Land Development Board
in respect of the development of the small
holder tea. On its establishment in 1961, the
Special Crop Development Authority took over
the assets and liabilities of the two marketing
Boards already referred to. According to the
Act of its establishment, the Special Crop
Development Authority was to work under the
department of Agriculture which was responsible
for fTield supervisionlacting as agent for the

Authority.

The only difference between the Special
Crop Development Authority and its successor
the Kenya Tea Development Authority is that,
whereas the former could deal with the develop-
ment of any cash crops, the latter®s activities
was confined to small holder tea development.
The donors and their relationship with the /
Ministry of Agriculture remained essentially the

.

same. We shall be discussing the operations of
the organization and management oﬁ the Kenya
Tea Development Authority in greater detail in

the next chapter. For now it will suffice to

point out that following the country®s political
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independence, an Act of parliament was passed
in 1964 which established the Kenya Tea
Development Authority to specifically look
after the development of the small holder tea

growers.

Kenya Tea Packers Association:

This 1is perhaps the latest or youngest
organization dealing with tea in the country.
Its job consists mainly of packing and distri-
buting tea for local consumption from the various
tea manufacturers. Prior to its formation in
1978 the Associated Tea Growers of Kenya gave
Brooke Bond Limited exclusive distribution rights
in the country. Following the persistent tea
shortages in the country, the government through
the Ministry of Agriculture, directed the Tea
Board of Kenya to take over the distribution of
tea within the country. This was on the belief
that the shortages were being caused by poor
distribution.44 In January, 1978, this policy
was changed and the distribution of tea was
handed over to the Kenya Tea Development Authority

and as a result , a new company,/Kenya Tea Packers

\eekly Review.. January, 19, 1979, p. 30
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Association was incorporated under the umbrella
of the Kenya Tea Development Authority.

Since then all tea manufacturers iIn the country
are required to deliver* £ of their manufactu-
red tea to the Kenya lea Packers Association
for packing and distribution in the country.

As we pointed out earlier, the Tea Board of
Kenya continues to supervise and monitor that
the above directives are complied with by all

tea growers and manufacturers.

According to sources at the Tea Board of
Kenya, very little promotion of tea sales is
done at the domestic market especially since the
1970s. This is "because it is argued that local
consumption of tea has gone beyond what the
authorities would like to see. It Is more profit-
able to sell tea on the international market Than
on the domestic market hence the preference for
international markets.

t

There are efforts made by the Tea Board
I

of Kenya to convince the government to increase
the local price of manufactured tea. According

to the Board this move is not meant to discourage

local consumption but rather to discourage tea

N Weekly Review, January, 19, 1979, p. 30
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smuggling out of the country. Smuggling was

the main reason given by both the government

and the Kenya Tea Development Authority for

the shortages of tea that the country experien-;
ced between 1977 and 1979, (see Weekly Review

of Jan. 1979 and May 4, 1979). It was being
assumed by the Tea Board that if prices at the
domestic market compared well with those at the
international market, then smuggling would not go
on as it would not be profitable. At the moment
Kenya is the third largest world producer of tea

and number one iIn Africa.

In concluding this general and brief
discussion on the development of the Kenya Tea
Industry, the following observations can be made.
It 1s evident that both the colonial and the -
independent governments attached a lot of
importance to the tea industry and from around
1950s began to take greater control of the
industry®s development. This iImportance attached
to the industry is indicated fTirst by the bring-
ing of the industry under statutory control in
1950 when, as we pointed out, th9 Tea Board of

Kenya, a public enterprise, was created to cater

for all aspects of the development of tea in the
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country. Secondly, it is worth noting here

that even after the Tea Board and the Kenya
Tea Development Authority have licenced the

I
large scale and small scale tea growers

respectively (how this is done was explained

in the chapter) the government still regards

the crop as belonging to it (the government)

and not to the fTarmer. In _fact there are

legal provisions that authorises the government
to take to court a farmer who uproots or
neglects his/her tea iIn the tea gardens. This
is simply because tea is considered a government
property and indicates how important it is to

the government. ~

Several reasons account for the iImportance

that the government attaches to the industry”and

why the above measures or safeguards were
instituted. In the Tfirst pldce, these measures
were taken because of the government®s (both
colonial and independent) realization of thé
important role the industry or the crop was play-
ing in the economy. As we shall point out in

/
chapter five, in terms of its value to our economy
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tea has for a long time been Kenya®s number

two export crop and foreigh-exchange earner.

In fact sources at the tea industry indicate
that it could soon become Kenya®s top export
and foreign exchange earner. These foreign
exchange earnings we point” out at a later
chapter, 1is believed to be and considered as
crucial for the purchase of foreign technology
which the government maintains is necessary for

our socio-economic development.

Secondly, not only does the industry
employ a considerable number of Kenyans but the
fact that it earns foreign exchange makes it
very valuable to™tlie government politically. We
know that our country is an agricultural country
and depends on agriculture. This, it does in two
ways. First it depends on agriculture to produce
food to feed her population. Secondly, 1t is
agricultural exports that form the bulk of her
exports from which she earns her much needed-
foreign exchange. Tea, therefore because of its
contribution to foreign exchange could be said to

form the backbone of the economy, together of

course with other agricultural exports.
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Interfering with the smooth growth and
development of the iIndustry 1is therefore
regarded as politically dangerous. It could
ruin the economy and result in or cause politi-
cal instability and even a total collapse of
the political system. This perhaps explains
why Mr. Njonjo in 1979 strongly warned that
anybody caught smuggling or hoarding tea would
be severely dealt with by the law irrespective
of where he came from or his status and position
in society. This was when the country was
faced with an acute shortage of tea and with
several complaints from both members of the

public and the press.

16See The Weekly Review: Jan. 1979_,- p. 30
/
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CHAPTER FOUR

THE MANAGEMENT OF THE KENYA
TEA DEVELOPMENT AUTHORITY

The purpose of the discussion iIn the previous
chapter was to place the Kenya Tea Development
Authority iIn its proper operational context. This
is because, as was made clear iIn the chapter, the
Kenya Tea Development Authority is only one of the
many organisations that make up the Kenya Tea
Industry. Its operations can therefore be under-
stood meaningfully only in relation to the industry®s

other organisations and the economy as a whole.

In the present chapter, we want to discuss the

management* of the Authority and to examine the

extent to which certain administrative techniques
and practices developed and used by the Authority
have affected and contributed to the apparent

impressive performance of the organisation. Since

*In this thesis management 1is used to refer to the
process of achieving organisational goals through
the co-operation and coordinated effort of all the
organisational members at all levels®of the
organisation through the use of well defined
techniques. It is in other words the combined
activities of organizational members. The term
management and administration will be used iInter-
changeably .
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jcs Inception, the Kenya I"ea Development Authority has
in 1ts attempts to achieve 1its objectives, placed a

jot of emphasis on control, centralization, supervision
and coordination and planning as prerequisites for
gjocess. it iIs the manner and extent to which these
arid other administrative devices have been used, and
their value Or contribution 1o the organizations
performances that will be examined iIn this chapter.
Before exar ining the management of the Kenya Tea
Development Authority, however, we shall briefly discuss
the management of public enterprises iIn Kenya very
generallv.

The Management of Public Enterprises iIn Kenya
“"An Overviewll.

f
The management of public enterprises 1IN Kenya car.

be analysed at two broad levels; the level of policy
making and the level at which policy and decisions are
implemented. Several organizations and persons are
involved at both these levels. At the policy making
level the single most important 1institution is the
Legislature or PerliameTTtl”™ Officially, it IS at this
level 1i,6e, in Parliament, that the overall policy of a
public enterprise is discussed and the enterprise

created as a result of

Oyugi W.0. Government and Fublic Enterprises: Some
observations on Kenya.7 In The Role of Public
Lnterpri.es in Dew-."lgpirest 1IN Eastern Africa.
Proceedings of a workshop 4un - Nov. 1981.
institute for Development Studies University of
Nairobi Occasional Paper No. 39, 1982 P.58-77.

/
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the passing of an Act of Parliament. The initial

formulation of policy and initiation of discussion
on the creation of a public enterprise 1iIs the
responsibility of the Minister under whose Ministry
the enterprise falls. He is officially expected to
introduce the bill and push the debate through
parliament resulting iIn the passing of the public
enterprise Act. Whether or not he succeeds in
doing this will of course depend on such facts as
his powers and forcefulness as well as the general

power structure iIn the country.

There have been cases where this official
procedure was not followed strictly. This was the
case with the recently created Lake Basin Development
Authority and the Kerio Valley Development Authority.
In these cases, it was the President who directed
the creation of the enterprises on his own initiative
without Tfirst being debated in Parliament. There
have been other cases of a similar nature, but all
these should be treated as deviations from the rule.

Once Parliament has created a public enterprise,

it is then incumbent upon the relevant or parent

Ministry through the Minister to appoint a board of
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management. The main duty of the boards include

the translation of the enterprise®s policy and to
break It down into workable guidelines upon which
those charged with the actual implementation can
work. The board also has the important responsibi-
lity of recruiting and appointing staff responsible
for the actual i1mplementation of policy. Boards
also act as important links between the parent
ministry and the government on one hand and the
enterprise on the other. For example i1t is through
the boards that policy changes in respect of an
enterprise are communicated to the enterprise. The
board also keeps the relevant Minister or government
department informed of problems and other aspects of

the enterprises”™ operations.

The day to day administration of public
enterprises in Kenya is the responsibility of wfrat
we might cal] the management staff. This consists
of the enterprises”™ executive staff as well as their
supporting staff. Their main job as we indicaﬁed
before is to implement policy decisions and to assist
in the achievement of the objectives of the enter-
prises. They are iIn other words directly involved

s

in and responsible for what goes on in the enterprise

on day-to-day basis.
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Public enterprises in Kenya have for a long
time been to a very large extent, autonomous in
terms of their internal administration or manage-
ment. In other words, there was no uniformity in
the way different public enterprises were adminis-
tered. Every public enterprise was left more or
less free to run its affairs the way it felt was
good for the realization of its objectives. This
was unlike the civil service which Is required to
strictly adhere to common or uniform rules and
procedures. A government commission had this to
say about the management and autonomy of the two
institutions.

While the government has always concerned

itself with efficiency in the civil service,
very little direct attention has been given

to parastatals. Consequently, in the
Parastatals sector, unlike iIn the civil
service, there are no uniform and co-ordinated
procedures or systems for persuing efficient
management and public accountability.2 -

This relative autonomy was very much in line
with the principle governing these organisatioqs
which says that autonomy for public enterprise is
necessary if efficiency is to be ré;Iized. The 1979

Ndegwa Commission, however, attributed the inefficiency

and poor performance of Kenya"s parastatals to this

Republic fo Kenya: Review of Statutory Boards(Chairman,
P. Ndegwa) Government Printer, 1973. p. 3.
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freedom iIn their iInternal management. A recommenda-
tion was consequently made calling for more
uniformity in the administration and control of
public enterprises by the commision. As a result,
two organs were created to assist in the control

of the management of parastatals and to look into
and control such important aspects as recruitment
of staff arid adherence to policy. These organs are
the Investment Divison of the Treasury, and the
Parastatals Advisory Committee. The Hlast one is
under the office of the President together with the
Inspectorate of Parastatals. It is too early to
judge how effective these control measures will be
since their impact has not yet been felt. There is
however, a general®"1:eeling of resentment regarding

these institutionsl

This resentment is found among many paraslratal
employees who say that these control measures are
going to interfere with the principle of autonomy so
central to the functioning of parastatals. This
argument may, however, not hold much water because
as we argued elsewhere in this thesis, mere pres-
cription of rules, principles and procedures do not

/
necessarily make an organization efficient. Several
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factors including the organization®s environment
must be taken into account. It was perhaps the
peculiar nature of Kenya"s environment that led
to the need for and subsequent establishment of

the two control organizations mentioned.

In addition to the newly introduced control
measures already discussed, the government® acting
on the recommendation of another commission report3
categorised its parastatals into six major groups
A,B,C,D,E,F,. The groups or categories represent
or reflect the nature and functions of the
parastatals. The first groups comprises the
financial, development, commercial and processing
activities. The second group constitutes, the
regulatory, advisory, educational, professional and
other miscel"lineous bodies Csee appendix E for the
different, categories and salary scales). According
to the new system, different salary scales have! been
assigned to different category of parastatals. It
was said that this new system was aimed at bringing

about uniformity in the management of parastatals.3

3 Report of the Civil Service Review Committee, 1979

80 Chairman, S.N. Waruhiu, Government Printer,
Nairobi.
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"In_order to achieve the harmonis?tion_as
well as recognise the varied complexities

in the scope and nature of the operations
of the parastatals, the government has
decided to categorise them and assign
salary sclaes to each category ....4

The i1dea of harmonising the management of
parastatals had been suggested by the P. Ndegwa
Commission when it compared the autonomy of these
organizations with the uniformity in the civil
service(.see page ). It is however, not clear
what criteria w'as used in assigning different salary
scale: to different categories of parastatals as
given 1in appendix E. What is clear is that those
with higher salary scale structures also do enjoy
more management autonomy than the others. It is
stated for example that the parastatals iIn category
F, will have salaries similar to corresponding grades
in the civil service and will also be required to be
governed or closely follow civil service rules and

regulations.

These differences in salary and autonomy® are
there 1irrespective of whether the one is more
efficiently run than the other. This could cause

several adverse effects on the efficiency of those

4 See Daily Nation, February, 28th, 1981,p. 1.



- 1g? ¢

parastatals that earn less than their counterparts
but which may hitherto have been running efficiently.
It could create some amount of discontent which may
lower the morale of these categories of employees

and thereby lower their efficiency.

IT the idea of assigning different salary
scales to different parastatals was aimed at acting
as an iIncentive to certain types of parastatals,
something that all workers should be given, then
perhaps a system should have been introduced whereby
employees belonging to these enterprises were
rewarded by means of yearly bonus payments based on
profits made or good performance during the year.

Thus enterprises expected to make profits would only
get the bonus if they actually made profits. IT they
do not, or iIf they make loses they do not get the
bonus. For non-profit making enterprises other **
measures of good performance could be devised and
used. IT this system was used properly it could act
as a very good incentive to hard and efficient wPrk.
Almost all private companies use the bonus system
very successfully and there 1s no reason why parasta-
tals should not do the some. Some oi them are i1n fact
meant to operate more or less on commercial business

principles.
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Control of parastatals in Kenya are
essentially aimed at securing more efficient
performance as well as stopping those charged with
their management from deviating from the public
interest which they are meant to serve, in Tfavour
of parochial private interests which eventually would
lead to the disintegration of such an enterprise.
This control is to be carried out by the two bodies
created after the 1979 commission that have been
cited here. This control also involves parliament
which is required to debate all the annual reports
and accounts Qf all parastatal organizations in the
country. Parastatal organizations are each required
by law to submit such reports to the relevant

Minister who then tables them in parliament for debate.

As individual cases such as that of the Kenya
Tea Development Authority show,such debates have®
either never taken place or, if they do, have lacked
the seriousness that they deserve. The problem seems
to be with our members of parliament. Most of our
members of parliament tend to lack thorough knouledge
of parastatal organizations particularly the techni-

cal aspects of their reports. They do not seem to

have time either to do research on these organizations
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as evidenced by some of the remarks they make
during debates on parastatal organizations. These
debates have as a result tended to be shallow
and not helpful at all in their intended purposes

of controlling the activities of these organizations.

The public and the local press have also
acted to some extent as control mechanism on
parastatals. These however, have been least
effective. Public efforts have tended to end with
the publishing of their complaints and suggestions
in the press without any action being taken against
them. Attention and hope for effective control is
therefore focussed on the newly created control

organs that we have discussed on page

The Management of the Kenya Tea Development Authority

The Kenya Tea Development Authority as we know
it today was established in 1964 by an order of
parliament Legal Notice No. 42 under the Agriculture

which specified i1ts powers and objectives/. The
main responsibility of the Authority was the promotion
i

and fostering of the development of tea among small

scale African growers in Kenya. Thp Kenya Tea

5Laws of Kenya: The Agricultural Act (cap) 31.8,p-123



Development Authority Act also provides for the
establishment of a Board of management and the
appointment of such a Board by the Minister for
Agriculture under which the Authority falls. The
Kenya Tea Development Authoirty Board consists of
representatives of major donor agencies notably
the Commonwealth Development Corporation, repre-
sentatives from the Ministry of Agriculture and
other persons considered necessary by the Minister.
According to information available the board

currently consists of thirteen(13) members.

Among the most important functions of the
Kenya Tea Development Authority board and indeed
other public enterprise boards, are the formula-
tion of policy guidelines for the management staff
and the recruitment of this category of staff. The
Kenya Tea Development Authority Board meetings are
held every six months and according to board members
these have been held very regularly. It was pointed
out by one board member that the only such meeting
that did not take place was the one scheduled t;
take place in August, 1978. The failure of this
meeting to take place was due to the death of * _

f
President Kenyatta. Decisions of the board are

supposed to be arrived at by popular vote but according



- 191 -

to members of the board this has never been
necessary as there has always been a consensus

of opinion on most issues. During these board
meetings the activities and the performance of the
enterprise are also discussed, the board thereby
acting as a check on the enterprise and to ensure

that public as opposed to private iInterest prevail.

There 1is however, an aspect of the composi-

tion of the Kenya Tea Development Authority board,

and which is common to other parastatals in Kenya

that has important implications for the realization

of public or farmers®™ interest. This is the presence
on the board of a representative from the Commonwealth
Development Corporation, the major financial donor

to the Authority. Other donors have not insisted on
being represented on the board.6 The Commonwealth
Development Corporation is a multinational corporation
established in 1948 and based in London. It was
originally established to assist in the economic
development of the then dependent territories OT the
Commonweal th. It has always preferred to engage in

economic activities oriented towards export earnings.

Information given by the Authority"s Public Relations
Officer during an interview with him in his office in

March, 1981. No other donor 1is actually represented
on the board.
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Due to the 'critical” role played by the
Commonwealth Development Coloration 1in the
operations and development of the Kenya Tea
Development Authority, its representative on the
board has been very influential and decisive in
decision making in the board®"s policy deliberations.
The board has always been concerned with the plans
of the Authority which have always been initiated
by the donor agencies including the World Bank and
the Commonwealth Development Corporation. These
donors have always insisted on and in fact sent out
their own consultants to evaluate the performance of
these -plans and to prepare other plans which accord-
ing to information available, have always been
accepted and approved by the Kenya Tea Development
Authority Board. The Commonwealth Development
Corporation representative in the authority®s board
has been used to present these plans and to make"
sure they are approved. This 1is perhaps why there
has never been a need to vote iIn the board.

Participation in policy through consultants
and advisors as well as having representative on the
board has been a precondition for the Commonwealth

Development Corporations®s participation not only in



the Kenya Tea Development Authority operations

but also on all other parastatal organizations Iin
the country including the Development Finance
Company of Kenya. These aspects of the Commonwealth
Development Corporation participation have two
important implications or consequences on the work
and effectiveness of the board as well as for the
public interest which these organizations are meant
to serve. The fTirst implication is that since the
plans of the operations of the Kenya Tea Development
Authority are initiated and carried out by the
consultants from donor agencies with the requirement
that the board simply approves, this has reduced the
functions of the board to that of merely rubber-
stamping decisions or plans made elsewhere and does
not offer them enough room to debate and make their

own decisions.

They are therefore not as effective as would
be expected of them. The debate on these plans and
policy become mere formalities, decisions haviqg been
made elsewhere. The Authority®"s board and the
management have merely been acting on the recommenda-
tions. It is important to note that/both the board

and these donor consultants and advisers are paid for
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from the farmers money. IT the job of preparing
the plans and evaluating performance was left to
the board a lot of money would be saved and perhaps
the farmers would earn more money from their tea

which they sell to the Authority.

The second important consequence of the presence
of the Commonwealth Development Corporators
representative in the Authority"s board is that
because this representative iIs here to protect the
interest of the Commonwealth Development Corporation
which include ensuring that the Commonwealth Develop-
ment Corporation®s loans are repaid, and because of
the “critical role®” of these loans to the Authority,
the iInterest of thi-S ‘organization have tended to
predominate as opposed to the iInterest of the fTarmers.
The Commonwealth Development Corporation loans for
example must be repaid by the Authority before -
payment is made to the farmer. The money for this
payment is derived from the cesses levied on each
farmer and also from the actual sales of the farmer's

1
tea on the international market. In matters related
to the Commonwealth Development Corporation interest

such as the one just cited, their private interest

/
are givenmriority while those of the farmers are

treated as secondary.



The Control Structure of the Authority

The Authority as we have indicated is charged

with the responsibility of iIntroducing and foster-

ing the development of a very demanding cash crop

among widely scattered farmers both in terms of

their geographical location and cultural backgrounds.
Judged by the number of farmers already introduced

to the Authority®s programmes, the amount of acreage
under tea cultivation and the quality of the tea
processed and sold by the Authority, the performance
of this Authority has been very impressive. In fact
these points have been used as a measure of the
success of the enterprise. To achieve this impressive
performance, several administrative techniques and
practices have been used by the Authority. According
to sources at the Authority®s headquarters and others7,
this success has been attributed to the control
structure and system of the Authority as well as to
its system of supervision, extension work, coordina-
tion and planning. It is the system of control,

coordination, planning and supervision that we *want

y
See Etherington, D.M.; Small holder Tea Production
in Kenya. An Econometric Study. East African
Literatue Bureau, Nairobi, Kampala,, Dar-es-Salaam.



to look at here and to assess their value or
significance to the operations of the Authority.
We shall also examine other factors that could
explain the performance of the enterprise judged

by the indications already mentioned.

The control structure of the Authority
involves several mechanisms and is carried out 1iIn
order to ensure the production and manufacture of
high quality tea as efficiently as possible. In
fact one of the reasons why the colonial government
prohibited the growing of cash crops including tea,
by the Africans was the fear that it would result in
the production of poor quality tea and loss of
revenue derived from their sales. This 1is perhaps,
part of the explanation why Swynnerton in his
recommendations in the Plan to Intensify Agricultural
Development Among the Africans called for land conso-
lidation and the issue of title deeds. The 1i1dea was
essentially to be able to know who was growing which
crop where, and so could be controlled more eas}ly
than if there was no title deed and legal ownership
of land. In fact the establishment of the Special
Crop Development Authority the predecesser of the

/
Kenya Tea Development Authority, was meant not only
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to raise funds but also to ensure the control of

the development of cash crops so that this
development did not get out of hand. This need

for control was stated in the report of the working
party which established this Authority. The report

stated

Th orki arty is unanimously of the
op?n?on tﬂgtptﬁe¥e ?s a need toyset up

a new authority to promote finance and
control the development of cash crops,
particularly tea for small holders.®

The control structure of the Authority involves
the extension staff seconded to it by the Ministry of
Agriculture. Their main duty is to control and
improve standards of cultivation and production by
advising farmers on these techniques. The leaf
collection department or service also forms part of
the control structure and supplement the control
function of the extension staff by checking the green
leaf at the buying centres to ensure that only the
right quality green leaf i1s sold to the Kenya Tea
Development Authority. This department 1is grea“tly

assisted by the newly introduced armytype fTour wheel

8Colony and Protectorate of Kenya: Report of the
Working Party Set Up to Consider tfye Establishment
of An Authority to Promote the Development of Cash
Crops-, for SmalT~Holders within The Coiony and
Protectorate of Kenya, p- 5
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drive lorries which help deliver leaf to the
factories within hours after plucking. The third
element involved in the Authority®s control

structure iIs the tea committee system. At the

moment there are Divisional, District and Provincial
Tea Committees consisting of elected farmers repre-
sentative and some co-opted Kenya Tea Development
Authority and Ministry of Agriculture officials.

Over and above all these we have the Head Office which
is the overall controller of all the Kenya Tea
Development Authority operations. This control
structure involves hierarchical relationship which
begin from the general manager who is the chief
executive of the Authority, down to the junior
agricultural assist-ant and the farmers. We shall say

more about this hierarchical relationship later.

The field extension staff consists of junior
agricultural assistants, agricultural assistants,
assistant Tea Office in some Districts, Tea
Officers and Senior Tea Officers. All these a{e
seconded to the Authority by the Ministry of
Agriculture which pays all their salaries and meets
their other official costs while they are under the

/

direct supervision of the Kenya Tea Development

Authority. There are at the moment a total of about
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773 extension staff attached to the Authority.
This includes the Assistant Tea Officers, Tea
Officers and the Senior Tea Officers. In Kericho
alone where the bulk of the research was carried
out, there were a total of 96 extension officers
from the Ministry of Agriculture attached to the

Authority.

Each extension officer is allocated a number
of farmers whom he is required to supervise and
advise. My Tfindings are that in Kericho, each
junior agricultural assistant(the junior most officer
in rank and the one in most contact with the Tfarmer)
has between 250 and 300 farmers under his care. Each
extension agent 1is--required to visit each farmer
about 10 times in a month according to information
available and to record each such visit iIn a book
known as a "field report book™. He 1is expected J;o
record the date of the visit, the farmer visited, the
nature of the advise given and later to report on the
same book, the response of the farmer to the advice.
These books are later collected every six montHs by
the agricultural assistants who check them and forward
them to the Head Office through the area Tea Officer -
According to several junior agricultural assistants
interviewed,- It has not been possible to visit TfTarmers

as many times as required. This will be discussed
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later when we assess the effectiveness of the

extension staff.

The agricultural assistants are superior 1in
rank to the junior agricultural assistants and are
responsible for the direct supervision of the junior
agricultural assistants and to make sure that they
carry out their duties well. The agricultural
assistants supervisory role i1nvolves checking of the
field report books as well as occasional visits to
the farmers. Apart from this supervisory role of
the agricultural assistant, he is also a teacher or
instructor in his own right. He too advices TfTarmers
on cultivation and production methods and therefore
on how a farmer can*increase his yields and quality
of tea. The teaching role of the agricultural
assistant was greatly increased In 1968 when the
Authority introduced field group demonstrations«as
a method of passing on information to farmers. The
introduction of this method was done in the face of
the iIncreasing number of farmers and the subseagent
inability of the junior agricultural assistants to
visit them as frequently as desired. It was therefore

intended and assumed that it would save time and at

/
the same time attract as many farmers as possible at

one go. The agricultural assistants who are the ones
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who carry out these demonstrations are required

to carry out 8 such demonstrations in one month.

The agricultural assistant in turn Iis
directly controlled and supervised by the Tea
Officer and iIn some cases an Assistant Tea Officer.
An example of how rigorous and strict this control
is, is shown by the requirement that every
agricultural assistant prepares schedules of such
demonstrations and other aspects of his duties one
month in advance and submit them to the Tea Officer
with copies to the head office iIn Nairobi. These
schedules should include information on the dates
when the demonstrations will be held, where they will
take place, the time -and the nature of the problem
to be tackled, etc. They also show exactly what each
junior agricultural assistant will be doing at any
particular time day by day. All these agricultural
assistant®s schedules must be read by the Tea Officers
who directly supervise them. We can therefore see
the amount of paper work the agricultural assistants
are involved iIn, checking the junior agriculturLl
assistant"s field book, preparing their own schedules,

visiting farmers and recording such visits etc.
/
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Over and above ail these field extension
officers, are the two Senior Tea Officers one on
each side of the Rift Valley. Thus we have one
Senior Tea Officer East of the Rift Valley and
is stationed at Nyeri. The other is West of the
Rift Valley and is stationed at Kericho. They are
responsible for all matters concering their
respective areas. They are fairly senior people
who do attend the Kenya Tea Development Authority
board meetings. They explain the Kenya Tea
Development Authority board policies to their staff
and through these to the farmers. They spend conside-
rable period travelling between tea growing districts
under their jurisdiction. Each is given a car for
this purpose. The "Senior Tea Officer supervises the
work of the Tea Officer, agricultural assistant and
junior agricultural assistant and helps in solving
farmers®™ problems. Occasionally he organizes public
barazaas at which he explains to the farmers the
policies and operations of the Kenya Tea Development
Authority. He ensures that the head office is -well

I
informed of what 1is going on in the field. This

} ,

information flows very regularly.

/
The overall head of the field extension staff

is the Chief Technical Officer who is based at the
head office in Nairobi. He is assisted by one

Deputy Chief Technical Officer and one assistant
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Chief Technical Officer. These assist the
Senior Tea Officer 1In supervising the extension
officers by making occasional fTield visits to
check on the work done by these officers in the
field. These visits offer them an opportunity

to discuss the progress and see it for themselves.

An Evaluation of the Extension Service.

According to the Authority®s Chief Technical

Officer who is in charge of the fTield development
operation?, decisions making iIn the Authority 1is
highly centralized. Decisions are made by the head
office who then pass them down to the field staff

to merely implement.

In fact this applies also to the employees of

the leaf collection department as well as those
employed i1n the factory department, both operations
being based in the field. Delegation of authority
in the Kenya Tea Development Authority has not been
allowed for several reasons. First, there isidme
fear on the part of the head office that the field
staff are not responsible enough to make sound
decisions. In the case of the extension staff, the

/
problem is really between that of specialists and
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generalists. The assumption is that the work of
the specialist is only to apply his special skill
as an advisor while decision making should be left
to the generalists who iIn this case are at the head
office. There 1is also the fact that most field
officers are fTairly junior iIn terms of rank as
compared to the officers at the head office. The
leaf Officer for example, who is really the head of
the leaf collection department in the field, 1is a
very junior person and as such cannot be entrusted
with decision making. Moreover most field officers
are ignorant of the Kenya Tea Development Authority
policies and any policy changes that may be made. To
delegate authority requires that the one to whom
authority is being "delegated knows what the policy
is all the time, 1is willing and ready to accept
responsibility, and that the person delegating
authority has confidence and trust in him. This-
however, is not the case with the Kenya Tea Develop-,
ment Authority field staff who, as we said, rely on
the head office for this kind of information anq
for instructions before introducing anything new.
They have no latitude of action as they depend on
instructions issued from above. This kills both
initiative and enthusiasm in one®s w;}k, a problem

the author detected among many lower level Kenya Tea
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Development Authority employees. Centralization
of decision making at the headquarters of an
organization, whose major functions are carried
out by field based staff and which calls for
decisions so made to be communicated

leads to delays which may at times be costly to

the organization.

An example of a problem caused by this kind

of arrangement was the case where farmers iIn an area
felt that there was a need for the construction of

an extra buying centre as the number of fTarmers

being served by the existing centre at that time

were too many and -the centre was no longer centrally
situated. These farmers who were from Buret Division
were even ready and prepared to finance and construct
the new buying centre on harambee basis. They
approached the Tea Officer through their committee
representatives. The Tea Officer agreed with them
at a meeting held at a chief"s centre on 7th November,
1980, and which 1 attended. He however, said"that he
had to raise the matter at the District Committee
which in turn would refer the matter to the

Provincial Committee with the final decision coming

from the Kenya Tea Development Authority head office

in Nairobi. By the time | left the area one month



later, no word had come from Nairobi about
whether or not the centre could be constructed.
This 1s a matter over which the lower level staff
should be allowed to take iImmediate action or
decision. It was clear that several farmers v/ere
inconvenienced as a result of this delay which
was the result of over centralization of decision

making and lack of delegation of authority.

There are other problems that render the work
of the extension staff less effective than is
usually thought. Success of the junior agricultu-
ral assistants and the agricultural assistants
depend very much on their ability to reach the
farmers and to actually talk to them. Secondly, one
can only be certain that the information they record
in their field books is correct, if they are counter
checked. This means that they need actual physical
verification. There 1is evidence that both these two
important requirements are not always fulfTilled.
According to information available most }unior
agricuturhl assistants and even agricultural assistant
do not visit farmers as many times as is required and
assumed. Several reasons account fér the inability of

the junior agricultural assistants to visit and reach
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the fTarmers. In the first place there is the
problem of too many farmers under the supervision
of one junior agricultural assistant. There are
times for example when a junior agricultural
assistant may be called upon to care for about 400
farmers. This happens when for example, a junior
agricultural assistant in an adjacent area iIs on
leave or has resigned and there is no immediate
replacement, a thing that happens very frequently.
The second problem is that in many ca.ses junior
agricultural assistants arrive at a farmer®"s home
only to find him absent and away from home. This
was in fact causing a lot of concern to the junior
agricultural assistants. The junior agricultural
assistants do not give prior appointments or notice
of their intended visits to the farmers. This Iis
understandable. In the first place, i1t would only
increase the work load of the junior agricultural
assistant. Secondly, it would be a very time
consuming exercise which iIn the end would be very

frustrating.

The major reasons for the failure of farmers
to be found at home during such farm visits 1is simple
to come by. Rural communities of which the Kenya

Tea Development Authority farmers are a part, have a



lot of social commitments and roles some of which
conflict. Many are village elders and are called
upon to solve domestic disputes, are asked to

attend publ.ic barazaas and self-help groups, pay
visits etc. All these places a lot of demand on the
farmer who i1s also required to attend to extension
officers. They are therefore not always at home to
attend to these officers whom as we said do not give
advance warning that they are coming. Over 50% of
the junior agricultural assistants in Kericho said
this was a major problem and is a source of frustra-
tion to them given the great sacrifices they give

or make to visit these farms. The sacrifice is
really the poor communication that they have to go
through. Poor communication is a major problem which
makes 1t very very difficult for the extension staff
to reach the farmers and therefore to be effective.
Although the Kenya Tea Development Authority through
the Ministry of Transport and Communications has
built several miles of tea roads, sometimes,
especially during the wet season, these roads are”
very problematic and almost impassable. The biggest
problem, however, 1is that public vehicles are not
always available on these roads when needed by the

$

extension officers. Most of these roads iIn any case
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lead mostly to buying centres .and to destinations
that are not covered by these vehicles because they
are not very profitable to commercial vehicles.

Only very few such roads are covered by public
transport. Transport 1is therefore very unreliable
where sometimes distances to be covered by the
extension officers are very vast. The junior
agricultural assistants and the agricultural
assistants are not provided with official means of
transport and none of them had a car, motorcycle or
bicycle of their own. Many said the motocycle
allowance or loan offered to them is not attractive
because they say the terms are difficult to fulfil
comfortably and their maintenance would be too costly
for their meagre salaries. They are as a result
"forced to use public transport which as we have
already noted are unreliable. In any case they are
also too expensive. These officers are required to
pay their travelling expenses Tfirst and claim later
from the Ministry of Agriculture through the Kenya Tea
Development Authority. This takes months to be pepaid
and leads to frustation among the junior agricultural
assistants. These delays completely kills the
incentive to spend first and them claim Many there-

V4
fore don"t manage to get to their intended visits in
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time and therefore are not able to visit as many
farmers a day as is required. Transport and poor
communication is therefore a major constraint and
hinderance to the effectiveness of the extension
officers attached to the Kenya Tea Development

Authority.

The other problem which face the extension
staff including the leaf collectors in Kericho
District is the presence of large tea estates and
companies such as the Brooke Bond and African
Highlands. The problem here is that while the Kenya
Tea Development Authority extension officers and
leaf collectors insist on the farmers plucking only
two leaves and a bud, and rejecting anything else,
the large companies do not insist on this rule.
Their tea pluckers can pluck even three " or more
leaves and a bud and are acceptable by these companies.
The Kenya Tea Development Authority on the other hand,
acting on strict instructions from the head office
stick to the two leaves and a bud rule. They sbme-
times reject whole sacks of tea from farmers. This
has resulted in bitter hostility between the farmers
and leaf collection clerks and the Kenya Tea Develop-

ment Authority generally. In fact at a public baraza
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organized by the Senior Tea Officer, west of Rift,
which was held at Litein on November, 1980, to

stress to the farmers the need for quality tea and

to explain why Brooke Bond and other tea companies

can afford to accept three or more leaves and a bud,
farmers publicly threatened to uproot or neglect

their tea iIf the collection clerks continued to reject
their tea. The problem is that farmers are paid per
kilogram of tea they sell to the Kenya Tea Development
Authority. The fTarmers iIn turn pay their labourers
per kilogram of tea plucked. For the farmers there-
fore, quantity, rather than quality, 1is the most
important consideration. The Kenya Tea Development
Authority on the other hand stresses, quality rather
than quantity. The leaf collectors do not want to
take any chances and therefore sometimes reject tea
wholesale. They are mainly protecting their jobs
given the strict disciplines and high standards -
expected of them by the Kenya Tea Development Authority.
The problem of farmers is made worse by the relaxed
plucking rules of adjacent compa.nies such as Bﬁooke
Bond which as we already pointed out do not strictly
require their workers to pluck only two leaves and a

bud.
/
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Earlier on iIn this thesis we said that an
organisation®s environment will have an effect on
the organization just as much as the organization
will influence its environment. The fact that the
large scale tea organizations in Kericho have
allowed their workers to pluck even three or more
leaves and a bud while the Kenya Tea Development
Authority insists on their farmers plucking only two
and a bud, has according to our observation resulted
in poor relationship between the. Kenya Tea
Development Authority and the farmers. These
farmers do not understand why the Kenya Tea Develop-
ment Authority officials reject their tea simply
because the tea pluckers did not stick to the two
leaves and a bud rule while the Brooke Bond Company
for example will accept even three or more leaves.
On occasions, the farmers have disagreed very
seriously with the tea collectors on the issue of
which quality of green leaf the farmer could sell to
the Kenya Tea Development Authority. The result is
that the relations between the farmers and the -tea
collectors 1iIs sometimes very strained, a thing that

is not iIn the best iInterest of both the farmers and

and the organization.
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A Tfurther problem that was revealed to the
author by most of the junior agricultural assistants
and the agricultural assistants interviewed was that
arising from the relationship between the Ministry
of Agriculture and the Authority and especially the
status of the junior agricultural assistant and the
agricultural assistants attached to the Authority.
Although there are certain advantages to be gained
by the Authority from this relationship, such
advantages including the opportunity it accords the
Authority to draw on the support of the Ministry of
Agriculture to enforce standards of cultivation and
to wade off politics and political pressure by
appealing and referring to the Ministry of Agriculture

the relationship has®"caused other problems. Standards

of the_Kenya Tea Development Authority, an essentially
commercial enterprise, are very high and the Authority
expects a lot from the Ministry of Agriculture
extension officers seconded to it. These officers

are aware of this and work very hard because of this
expectation and also because the work is very demand-
ing compared to other extension officers directly
under the Ministry of Agriculture. Both are however,
paid the same level of salary despite the differences

in work.
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Secondly, for the agricultural assistants
and junior agricultural assistants attached to
the Authority to be considered for promotion, they
must have ;ecommendations from the Kenya Tea
Development Authority. They argue that the Kenya
Tea Development Authority standards of evaluation
being so high, they do not stand a chance when
compared to theilr counterparts in the Ministry.
There is therefore a fear of no promotion, however,
hard one works. There is no evidence to prove that
such do occur but the fear is there and this plus
the problem of low salaries kills morale and
enthusiasm and leads to poor performance. This
problem was expressed by many junior agricultural
assistants arid agricultural assistants in Kericho.
I have no doubt that it affects other junior
agricultural assistants and agricultural assistant
in other tea growing areas iIn the country. Many are
just not happy or keen. The procedure of processing
claims has also caused problems and frustration to
the jJunior agricultural assistants and agricultural
assistants. They have to go through many chanrfels,
and this causes delay and kills interest and enthu-

siasm.

We pointed out earlier iIn thi™ discussion that

the usefulness of the field record book system



depends very much on the ability of the agricultural

assistants and the Tea Officers to verify the
information contained iIn them before we can use
and rely on them. The responsibility of verifying
these books according to the Kenya Tea Development
Authority control and authority structure lies with
the agricultural assistant. The agricultural
assistants are also required to check with the
farmers to determine whether or not visits recorded
by the junior agricultural assistants in their
field books were actually made. According to my
finding(confidential report by the agricultural
assistants) these verifications are never done.
The agricultural assistants say they are too busy
with preparing their own monthly schedules and in
some cases assisting In areas where a junior
agricultural assistant is on leave or where they
are sick or have resigned. The agricultural
assistants are also busy with their own demonstra-
tions and do not just find the time. In any case
the problem of communications and absence of ,
farmers that do affect the junior agricultural

assistant apply also to the agricultural assistants.

The problem we have been discussing in
relation to the work and effectiveness of the

extension staff is partly that of span of control.
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For control and supervision to be effective the
number of people (subordinates) being supervised
must not be too big. The exact or most optimum
number that should be under the control of one
supervisor 1is one that has never been resolved by
administrative theorists. They, however agree
that i1t should not be too large. In the case of
the junior agricultural assistants attached to the
Kenya Tea Development Authority, the number of
farmers they are required to control 1is certainly
too big rendering control ineffective. This Iis
made worse because of the distances and poor
communications. Part of the problem therefore 1is
also that of physical constraints in the form of
poor communications and distances. This makes

farm visits difficult and therefore i1neffective.
Finally, there is"the problem of frustration and
lack of enthusiasm due to the bureaucratic delays-
and red tape caused by the relationship betv/een

the Authority and the Ministry of Agriculture
especially with regard to payment of claims tol;ﬂm
junior agricultural assistants and the agricultural
assistants, salary structure, and levels in relation
to the amount of work done and the slim chances of

promotion.
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Under the present conditions in which the
Kenya Tea Development Authority extension staff
find themselves, they can hardly work effectively.
In fact they are not as effective as is assumed
by the Authority and others. What tends to happen
is that the information filled iIn their field report
books do not reflect the problems they encounter.
They do not reveal for example that they do not at
times actually reach the farmers or get them at home.
These are concealed for several reasons. Efficiency
of the junior agricultural assistants 1Is measured by
how often they visit and the advice they give to
farmers which is assumed to be what contributes to
the good yields by the farmers. Their chances of
being considered for promotion also depends(at least
the junior agricultural assistants believe so0) on
their efficiency as demonstrated by the visits and
reports they give. Revealing that they are not -
actually visiting the farmers as frequently as
required would be interpreted by the Authority as
a sign that they are inefficient and would thgre—
fore not be considered for promotion. The junior
agricultural assistant have therefore not revealed
these problems and have rendered thsrfield book

system unreliable. It seems however, that It is a
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closely guarded secret that the Authority head
office is not aware of. The farmers being
generally illiterate, do not seem to insist that
the junior agricultural assistants visit their
farms. In fact what tends to happen - (this is
what actually happens according to many junior
agricultural assistnats interviewed) - is that
the junior agricultural assistants discuss the
progress of the farmers wherever;. and whenever
they meet them. Sometimes they meet them 1in
shopping and marketing centres. The junior
agricultural assistants then use these casual
discussions as the basis of their reports on the
field record books. They are also encouraged to
do so by the fact that they know that their
supervisors, the agricultural assistants do not
actually counter-check with the farmers whether or

not they were visited.

Field Demonstrations:

In 1968, the Authority introduced a system

of field demonstrations where each agricultural

assistant was required to hold at least 8 demonstra

tions a month in his area. The 1ideaf was that it



saved time spent on travelling from one farm to
the other. Several farmers would be required to
converge 1iIn one farm where such demonstrations
were to take place and at each such demonstration,
a particular aspect of tea cultivation would be
discussed and a demonstration of how or when that
particular aspect should be carried out by the
farmer 1is given. For example, during such demons-
trations fTarmers may be taught how to apply ferti-
lizer and the amount to be used per acre. In such
cases free fertilizer is offered and used on the

farm where the demonstration is being held.

Such demonstrations, 1t must have been assumed,
could greatly assi»t*the agricultural assistant to
find out and verify whether or not these farmers are
visited by the junior agricultural assistants as it
brings together several farmers. However, Tfrom~the
two demonstrations that 1 attended, such verifica-
tion was not done. One of the reasons why this was
so was because the agricultural assistant more often
than not arrived late at the demonstration centres
due to the poor communication system and other
personal problems. They therefore straight away
embarked on whatever was to be done* and had no time
to discuss anything else with the farmers who were

already impatient and tired.



The biggest problem however, which makes
the demonstration less effective than they could
be i1s the tendency, which 1 observed among the
agricultural assistants, to concentrate these
demonstrations on the farms of those who are
generally successful or showing signs of success.
The poor or less successful ones are on the whole
generally ignored. The two demonstrations that |1
attended were done on farms that were very impres-
sive. One was a farm belonging to a tea committee
member and the other was a councillor®s farm. At
the councillor®s farm, free fertilizer was used
and whatever was left over after the demonstration
was given to him. I later enquired from the junior
agricultural assisTahts why they do not carry out
these exercises among the less successful fTarmers.
His response was that people like councillors and
chiefs who happen to be the successful ones usually
are respected by the people and many farmers would
therefore attend demonstrations held in these places.
He said that his experience was that when demonstra-

I

tions were held on farms belonging to ordinary
people especially those that had “failed®, less

people attended.
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What this officer was saying really is that
he was much more concerned with the number of
people who attended these demonstrations and that
the bigger the attendance the better or the more
successful the exercise was considered to be. He
did not seem to be concerned about the effect of
these demonstrations and to find out whether or not
the people attending these demonstrations would later
use the examples to improve their own farms. The
assumption that mere attendance creates the intended
impact is certainly a faulty one. As Mbithi has
argued, many Tfarmers in fact leave these demonstra-
tions with the conviction that they cannot reach the
standard of the successful farmers”and will there-
fore not attempt to practise”™what was demonstrated.
This Mbithi, argues, may only lead to isolation of
the progressive farmers. This practice of the
extension workers confining their demonstrations
to the progressive farmers is not confined to Kericho
alone and to the Kenya Tea Development Authority \ .

staff only.9

9
Mbithi P., F“Agricultural extension as an Intervention

Strategy: An Analysis of Extension Approached
In Rural Administrations in Kenya/ David, K. Leonard
(edt) East African Literature Bureau, 1973, p. 83.
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Jon R. Moris found a similar nractice
in Embu among those officers responsible for
cotton growing. It Is a bad practice but one
that i1s widely used by extension agents. It is
therefore very unsafe to assume that the Kenya
Tea Development Authority field demonstratoions
are effective unless we assume as do the
agricultural assistants, that when they receive
large attendance they are effective. This however
is a wrong assumption as Mbithi®s arguments

suggest

Tea Committee System:

The provision iIn the Kenya Tea Development

Authority Act11 for elected growers® representatives

with final representation at the Authority®s board
makes the Kenya Tea Development Authority a very
unique statutory Authority. It Is unique 1iIn the
sense that most other parastatals do not have such
a system. The 1idea that there should be special
farmers®™ committee down to the grass roots wasscon-

I
sidered right from the period of the establishmentQ

l%Moris,”J.N. "Managerial Structures.and Plan
Implementation in Colonial and Modern Agricultural
Extension: A comparison of Cotton and Tea Programme
in Central Kenya® In Leornard, D.K.(edt) Rural
Administration in Kenya. East African Literature
Bureau, 1973, p. 105

~"Laws of Kenya: The Agriculturae Act Cap. 318,p.123



of the Special Crop Development Authority, the
predecessor of the Kenya Tea Development Authority.
It was, however, not until much later that the idea
of having elected representatives was accepted.

At present there are Divisional, District and
Provincial Tea Committees consisting of elected
farmers representative and a few officials from the

Authority.

Initially the main purpose of having the
Committee system was the need felt at the time that
the i1ntroduction o= tea on small holder schemes
among the Africans needed popularizing. It was
feared that Africans would not be very enthusiastic
about the crop especially since it was a very
demanding crop iIn terms of time and techniques. The
committee were therefore expected to generate
enthusiasm among the farmers by explaining to them
what the Kenya Tea Development Authority is all
about. Whether or not the campaign by the committee
is what was responsible for the interest shown by the
farmers iIn growing the crop is not easy to assess
because as we shall see later on, there were other

factors that led to this iInterest.



Another role that was assigned to these

farmers®™ committees was that of assisting in the
control of the development of the programme which
was considered a precondition for the success of

the programme. Although there was a feeling that
enthusiasm had to be generated, there was at the
same time a feeling that the whole exercise must

be controlled especially with regard to the number
of growers to be iIntroduced and who should be
allocated a licence to plant tea. It was conside-
red that only those people thought capable of
succeeding as tea farmers should be allocated a
licence. The problem was then how these people
should be selected arid who should select them. It
was decided that the committee members were the ones
best qualified to undertake this job. The letter
below from the then General Manager of the Authority

stressed this role.

I consider that one of the first and most
important tasks that can be given to the*

District Tea Committee is that they should
be allowed to make recommendations as to
how many stumps should be given to each
grower and which growers should get them.
This is a matter which iIs always bringing
the Agricultural Department under criti-
sism and 1 think we can now place the



responsibility fairly and squarely on the
shoulders of the growers” representathes

12
The Divisional Tea Committee would select
farmers or potential farmers and forward their
names to the District Tea Committee for approval.
Thereafter these farmers®™ names would be forwarded
to the head office for record purposes. It should
be noted here that the committee do not decide on
how many farmers will be selected. This 1is a
policy matter and is decided on by the head office.
The only decision the committee makes is who should

be selected in their narrow areas of operation.

As the aboveTetter implies, the selection
of growers by their representatives would help cover
the Authority officials and even the Ministry of
Agriculture from criticisms and local politics and
political pressures. Any complaints would be
referred to the committees. This political role has
in fact been very 1iImportant and, increasingly,, these

committees are very effectively being used for this

purposes. For example, the Assistant Tea Officer in2

2 .
Letter written by Penwill, J.D., the then General
Manager, Special Crop Development Authority

"Planting Programme, 1962'" to the District Agricultu
ral Officer, September, 18, 1961, Kenya Tea

Development Authority files.



Kericho said that he had always used his District

and Division Tea Committee as a protection against
complaints from farmers and local politicians

about new or other changes iIn the Kenya Tea Develop-
ment Authority systems and procedures.13 He says
that he Ffirst of all discusses any new policy
directives with these committees and obtain their
agreement. He then lets them explain to the

farmers before he implements the directives. When-
ever changes affecting farmers were effected without

going through the committee®"s problems usually arose.

A case in point is the change made in October
1980 regarding the method of recovering fertilizer
loans given to the farmers. Previously these were
deducted monthly from the farmers® sale of tea
after an agreement on how much should be deducted
was reached. In October, 1980, however, the head
office altered this system and effected the new
system without prior consultation or notice to the
farmers®™ representatives or the Tea Officer anfi his
assistant. All the deduction was now done at once
during the 2nd payment. The result of this was
very bitter feeling by both the farvers and the

committee representatives. The farmers blamed their

N

-~nterview with the Assistant Tea Officer, Kericho
November,
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representatives for not informing them of the
intended changes while the committee members

argued that they too were surprised and were
unhappy about the fact that they were not consul-
ted over the 1issue. In fact at one Divisional
Committee meeting in Belgut Divisional Headquarters
some Tarmers representatives argued that the way
the Authority acted over the issue only lead to
farmers loosing faith in their representatives and
could cause problems iIn future. Some even
threatened to resign their positions. The bitter-
ness arose out of the fact that in 1964 the
Authority had clearly stated that i1t would always
seek the advice of the committee before making any
decisions especially-where farmers®™ direct interests
are involved. At one of the board meetings in 1964

the Authority said:

It i1s clearly laid down on the Kenya Tea
Development Authority order that Regional

Tea Boards, District Tea Committees and
Divisional Tea Committee are advisory

bodies. This means that the board of the
Kenya Tea Development Authority 1is the body
which makes the decisons, but before making
these decisions the Authority"s Board 1is able
to obtain the advice of the Regional Tea
Board and District Tea Committees .._._. 1*

-~Government of Kenya, Kenya Tea Development Authority,
"Powers and Duties of Regional Tea Boards, District"®

Tea Committees and Divisional Tea Committees' Board
Paper No. 121, Nairobi, October 23, 1964, pp. 1-2
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From the case we have just cited, It is
clear that the advise of the Tea Committee is not
always sought by the Authority. In fact what
tends to happen 1is that decisions are made at
the head office, and then passed on to the Tea
Officers who then call the tea committees to inform
them and explain what these decisions imply. They
then discuss and agree on what and how best the
committee members would present the issue to the
farmers so as to obtain their approval. This is
what the Assistant Tea Officer in Kericho meant
when he said that he consults the committee Tirst
and obtains their approval before implementing new
directives. Once this hascbeen obtained he then can
implement directives with little problem from the
farmers. In the case of the fertilizer that we just
mentioned, this procedure was not followed hence the
problem that it generated. The consultation talked
about seem to actually involve finding out how best
an idea and a decision already made elsewhere 1iIn the
Authority"s hierachy can be introduced to the fgrmers-
It does not really take place before such decisons

are made.

A very i1mportant function of these committees

and farmers® representatives and which they have
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performed very effectively iIs that of assisting
the Authority®"s extension staff iIn the campaign

to encourage fTarmers to use certain farm imputs
such as fertilizers and certain chemicals

that destroy weeds under the tea bushes. The
committee members especially at the Divisional
level have been particularly useful 1iIn assisting
the junior agricultural assistants and the
agricultural assistants to supply fertilizer and
stamps to farmers when these exercises are being
carried out. According to the assistant tea
officer in Kericho, the assistance given by the
committees in this regard are invaluable given the
fact that there are very few agricultural extension
workers compared to the farmers who seek these

services during peak periods.

The remarks in every Kenya Tea Development
Authority Annual Report and Accounts”™ regarding
the value of these tea committees 1is therefore
probably not exaggerated given the important role
these committees have played and continue to play
in assisting in the distribution of farm inputs,

their role ,in legitimizing the Kenya .Tea Development

/
15See for example the 1978/79 and 1979/80 Annual
Report and Accounts for the Authority.
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Authority policies and procedures when passed
through them and the cover they provide for the
tea officers against local politics and pressures.
They have been of great assistance and have indeed
contributed positively to the operations of the

enterprise.

Planning:

In addition to the control devices discussed
above, planning which Leys defines as a process
consisting of "selection of objectives, 1identifica-
tion of possible course to achieve them and secur-
ing action in conformity with the course identifieol”16
and which is a very important administrative device,
forms a very crucial part of the Kenya Tea Develop-
ment Authority"s operaitons. In fact all the
Authority"s operations are based on advance planning.
Planning which in the Authority involves simple-
identification of how many new farmers to be
introduced over a given period, and based upon that,
how many factories to be constructed 1in orderito

meet the planned production, was started in

1959/60. The second plan prepared by the Authority

/
16 Collin Leys: The Analysis of Planning.
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started in 1966/67. The last plan was completed

in 1980. These plans have been necessary and

have greatly fTacilitated the control of the
development of the tea industry. The plans have
been necessary for the application for funds to

the donor agencies by the Authority. These

donors are very strict and wish to know on what
activities their loans would be spent before they
can release the money. This has necessitated the
preparation of these plans. Actually most of the
Authority®"s plans are prepared by the donor
agencies especially the World Bank and the
Commonwealth Development Corporation or at least
their representatives must participate in the
preparation of these plans. The Kenya Tea Develop-
ment Authority plans have also enabled the Authority
to estimate roughly how much revenue they would get
in the form of cess and tea sales which they wotild
use for repaying the loans. Most of the Kenya Tea
Development Authority operations as we noted are
financed by loans from donors who insist that /these

must be paid iIn time after che 7 years grace period.

It was therefore the nature of the financiall

17
The Authority, Kenya Tea Development Authority,

Mimeo Kenya Tea Development Authority files undated.
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requirements and obligations of the Authority

that these plans have been necessary.

According to information available these
plans have on the whole been successful and the
target aimed at by these plans have always more
or less been met.18 Several reasons account for
the success of these plans. In the fTirst place,
the finance for their iImplementation has always
been available whenever asked for. The Authority®s
officers responsible for signing loan agreements
said they had always made sure this was done.19
Many times they have had to follow the* relevant
government Ministry especially that of Finance
(Treasury) and the Ministry of Agriculture to make
sure no delays are experienced in processing loan
forms. This 1is because they say that the whole
development of the Authority and its operations
depend on these loans. The Ministry of Finance must
be involved in loans application because it acts as

a guarantor. /

Interviews with the Assistant General Manager
Kenya Tea Development Authority, February, 1981

1® Interviews with Mr, C. rungu, Kenya Tea -
Development Authority, hompany Secretary in his

office, February, 1981



Secondly, the Kenya Tea Development Authority
plans, as we pointed out, are very simple. They
are not as complex as for example National Develop-
ment Plans. These plans simply consist of an
indication of the projected or desired acreages to
be planted, and the number of factories that will
accompany the increased production and of course
how much money needed. The donors are known and
are guaranteed. Generating enthusiasm among
farmers and therefore getting the planned number
of farmers has not been difficult. Reasons for
this will be discussed later. Apart from this
simplicity of the plans, and the availability of
funds and the people to implement them, there 1is
also the fact that politics and political competi-
tions which usually is a major cause of fTailures20
of planned development do not seem to be a problem
in the Kenya Tea Development Authority areas of »
operation. At least it does not affect the tea
programme in Kericho District. As a result the
allocation of licences to growers has been done
without major problems.

20
°For details regarding why planning has not always

succeeded in the developing countries, refer to
Collin Leys®" article "A New Conception of Planning"
IDS, 1969 Discussion Paper No. 33, pp, 6 - 9.
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Although planned crop production targets
have not always been achieved with precision,
the problem has more often than not been due to
natural constraints such as adverse weather
conditions such as the one experienced in 1976.
During such periods, production has normally
fallen short of planned target but such are always
envisaged and the Authority makes allowances for
them. Other problems include the fact that the
Authority has really no control over the behaviour
of famrers especially regarding how often and how
much tea they pluck. The Kenya Tea Development
Authority can only hope that farmers will pluck tea
every day but cannot enforce this as they do not
have the machinery“t6 do so. Farmers as we pointed
out are very busy people and sometimes may not be
able to pluck tea everyday. It is not even possible
to ensure that labourers pluck tea everyday because
in Kericho District the problem of labour is very
great. Many labourers run away to work on the large
tea estates. This leaves farmers in a very aw%ward
position and it sometimes takes days or weeks before
another labourer is employed. This interrupts tke
supply of tea to the factories. This was pointed

/
out by the Authority"s factory Superintendent .who said
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they have no control on the farmers and cannot

know exactly how much tea to expect everyday.

These problems have however not disrupted
the operations and plans of the Authority to any
significant extent and It can be said generally

that the plans have been successftul.

Co-ordination:

From what we have said so far about the
Kenya Tea Development Authority and its operations
it is clear that the Authority has several
different but interelated activities. To begin
with we have head office based operations and TfTield
based operations. The Tield based operations include
the work of the extension staff seconded to the
Authority by the Minsitry of Agriculture, the Teaf
collection department and the factory department.
Similar and more departments are operated at the
head office. The mere fact that the organization
is divided into head office and TfTield operation 1in
itself requires that these operations which are
supplementary, be co-ordinated. The i1nvolvement of,

or the relationship between the Authority arid the
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Ministry of Agriculture also requires co-ordination.
The division of the Authority®s operations into
several departments also calls for very close and
effective co-ordination since all these departmental

activities are interelated.

Co-ordinaton calls for very clear cut channels
and methods of communication which is a very
important organizational device without which
co-operative effort cannot be meaningful. Communica-
tion i1s therefore very important for the success of
the Kenya Tea Development Authority operations and
indeed for the success of all other organizations.
Several methods of communication and therefore
co-ordination have-consequently been aeviced by
the Kenya Tea Development Authority aimed at passing
decisions from one part of the organization to
another. The Kenya Tea Development Authority,-as we
pointed out already, 1is a highly centralized:"
organization in terms of decision making and with
very clear cut hierachy of authority. This hrerachy
of authority forms the most used channel of
communicating decisions and instrucitons from one
part of the organization to the otggr. Decision

making is centred at the head office and are only

passed down the organization to the field where they



- 237 -

are implemented. The field staff in other words
rely exclusively on the head office to make
decisions which are then transmitted to them

through the established hierachy.

The problem with this process is that, as
we said before, it results iIn and causes a lot of
unnecessary red tape and delays that can be very
costly to the organization. The nature of the
operations of the Kenya Tea Development Authority 1is
such that there are cases v/here decisions can best
be made by the field staff who are on the spot whore
actual operations necessary for the success of the
enterprise are going on. We cited the case of the
delay caused in making a decision as to whether or
not to construct an extra buying centre because the
idea had fTirst to be referred to the higher
authorities. This insistence on hierachy of authority
has also been the major cause of delays 1in processing
the claims submitted by the junior agricultural
assistants and agricultural assistants, and ths
resultant frustration and their reluctance to spend
in advance of payment. This, as we pointed out, has

contributed to the little enthusiasm and iInterest

/
the extension staff have iIn their duties of visiting



farmers. We noted that one of the reasons why

there is no delegaton of authority in the Kenya

Tea Development Authority®"s administrative

structure is the fact that the officers based in

the field, save for the senior tea officer, who

is not a direct employee of the Authroity, are all
very junior staff in terms of their status and

rank in the organization. They therefore, cannot

be relied on to make decisions especially those that
may involve matters of policy. The Leaf Officer for
example who is in-charge of the Leaf Collection
Department in the Tfield is very junior. This problem
could be solved and control made more effective and
efficient if the status and ranks of the field
officers were upgraded and the officer made more
responsible. For example, there should be one
Assistant Factory Supretendent based in the fTield.
At the moment such an officer 1is based in Nairobi
where we also have a Deputy Factory Supretendent and
the Factory Supretendent, the overall man iIn-charge
of the fTactory department. Similarly, there should
be at the local level, an officer of a higher rank
than the present Leaf Officer. Otherwise the Leaf
Officer®s post should be upgraded. ,These people

/
should be allowed to make certain decisions such as
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verifying and paying the claims of the extension
staff on the spot. It is probably true that the
upgrading of these posts will result in a rise
in costs to the organization iIn terms of salaries
to be paid to these officers. My opinion is that
the advantages to be gained from this in terms
of promptness 1in decision making and thereby
increasing the morale and motivation of the fTield
staff do outweigh the costs involved. With
increased morale and interest among the extension
»

staff their work may be more productive than it 1is

at the moment.

At the moment the Authority relies on
occasional fTield visits by the senior officers from
the head office to assist iIn the spot identification
of problems and to solve these problems. This how-
ever, 1s not effective. There are too many tea*,
growing areas throughout the republic, making visits
by one man not effective at all. According to the
Factory Superintendent he is not able even with the
assistance of his deputy to make as many as half
the visits he would like to make to discuss problems

and Improvements with his factory managers 1in the

field.



240 .

The reason is the distances between factories

are just too vast as they are dispersed in several
districts in the country some of which are very

far apart from one another and certainly from
Nairobi. This problem of distance is compounded by
the generally poor state of roads iIn the country
making the idea of going on a field trip very
unpopular. The Factory Superintendent pointed out
that this is why the Authority introduced the system
of group factory managers. According to this system,
one group TFTactory manager would be in--charge of five
or six Factory Managers. It was hoped that this
would strengthen the administration of the factory
department and introduce and enforce similar standards
of tea processing in all the tea factories. The
Factory Superintendent said however,® that he is still

not happy with the system.

Besides the communication system and channels
already discussed, the Authority has other systems
of communication and co-ordination. Inter-dep”rt-
mental co-ordination especially at the head office
was initially done through regular departmental
meetings chaired by the General Maneger and attended
by all heads of departments. Various issues affect-

ing the Authority as a whole as well as those
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affecting individual departments would then be
discussed and problems solved and decisions made
collectively. This practice was, however, stopped
by the previous General Manager for what many
departmental heads said "for reasons best known to
him". The feeling was, however, that he wanted to
exert his authority more by making decisions more
or less on his own. Instead, the General Manager
introduced a system of internal memo requiring each
departmental head to write such memos and pass them
on to every other departmental head. This then
would form the system of passing on information
regarding the activities of one department to the
others. This method, was, however, criticised by
two departmental heads on the grounds that it 1is
time consuming as several of these memos flow in
everyday, and i1f one were to read all of them, he
would not have enough time to do other and perhaps
more pressing duties such as scrutinizing and signing
payment vouchers and planning other official
operations etc. Moreover, they said that these /
memos are very costly iIn terms of stationery and

time used for typing them. It is even possible that

some departmental heads do not read all these memos.
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The biggest advantage of the departmental
meetings was that it gave the departmental heads
an opportunity to participate or at least feel
that they were part and parcel of the decisions
made by the Authority and which they were later
responsible for implementing. During these
meetings, Vvarious issues affecting individual
departments and the organization as a whole were
raised and discussed. It was also duing these
meetings that solutions to problems were proposed
and certain decisions made by departmental heads
as a group. This Tfeeling that they participated
in the Authority®s decision making no doubt helped
to boost the morale and motivation of those officers.
With the stoppage of these meetings and reliance on
internal memos many departmental heads lost that
enthusiasm.21 The common opinion expressed by
these officers was that the meetings should be
re-introduced. Some wanted them re-introduced simply
because these meetings TfTacilitated a chance to meet

This revelation was made to the author by one of
the top officers of the Authority who requested

that he should not be identified with this opinion

We shall therefore not disclose his name. It shoilld
be noted, however, that most of the departmental
heads interviewed later, expressed the same opinion
although not so directly. These are those who wanted
to give the iImpression that all was well with the
organization. They all however, insisted the meeting
should be re-introduced.
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as a group. It was however obvious that the
actual reasons for their calling for the re-
introduction of these meetings was that they
wanted to participate in the decision making

of the Authority.

Internal staff memos and strict adherence
to hierachial chain of command as channels of
communication supplemented with occasional fTield
visits by head office staff are then the major means
of co-ordination used by the Authority. Regular
monthly meetings do occur only between the agricul-
tural assistants and the Tea Officers iIn the field.
At the. head office, however, these monthly meetings
were stopped as we have just discussed and replaced
by internal staff memos. In addition to these
official channels of communication and co-ordination
there are iIn the Kenya Tea Development Authority
several informal channels of communication. These
will however, not be discussed here.
Other Factors that Explain the Performance of the Kenya

Tea Development Authority:

We have in the preceeding pages analysed the

Kenya Tea Development Authority"s control structure
the work and system of its extension staff, communi-

cation and.co-ordination systems of the Authority,
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field/headquarter relationships as well as planning
and the committee structure. This was done with

a view to determining their effectiveness and
contribution to the Authority"s performance. From
the analysis, it is clear that the iImpressive
performance of the Kenya Tea Development Authority
measured in terms of the rapid expansion of acreage,
the iIncrease in the number of farmers attached to
the Authority since its inception as well as by the
quality of tea processed by the Authority, cannot
be attributed solely to the above administrative
practices?*2 There must be other explanatory factors.

It I1s these that we now wish to examine.

The success of.a project such as that of the

Kenya Tea Development Authority depends very much

on the existence of tea and growers. This has been
no problem to the Authority. Before this happens,
however, there must be a willingness and motivation
on the part of the potential and actual growers to
grow the crop and to be attached to the organization
whose requirements in terms of standards are vfery

demanding.

22Most Kenya Tea Development Authority, officials

attributed the success of the programme to the
tight control over the operations and farmers.



- 245 -

This was a major concern to the colonial
government and as we said, was partly responsible
for the provision and creation of special tea
committees. As we pointed out, one of their jobs
was to popularize the tea programme and to
encourage TfTarmers to grow the crop. This was
because tea was confined only to colonial settlers
during the colonial period. It was therefore
feared that farmers would be reluctant to grow the

crop.

It is, however, possible that many Africans
were very anxious to grow cash crops which they
were prohibited from growing during the colonial
days. The settlers and colonialists lived a better
and enjoyed a higher standard of living than the
Africans, many of whom were mere sources of labour
on the Europeans farms. The good living standards
were attributed to the fact that these people
controlled these cash crops from which they
received money to buy other items (there were,of
course other reasons why the colonialist enjoyed
better living standards). There was always there-
fore a desire and aspiration among the ordinary

people as well as among the so called nationalists



to replace the colonialists and to do what they
were doing during colonialism. Out of curiosity
and the need and feeling that growing cash crops
would result in better living conditions, many
Africans must have welcomed the removal of the
legal and administrative regulations that prohi-
bited them from growing the crops. The colonialists
had moneterized the economy hence, the need, even
among the Africans, to grow cash crops. It would
therefore appear that special committees were not
necessary to encourage the farmers. There was
always an iInterest aroused by these conditions

created by the colonial regulations.

Our findings are that over 60% of our sample
were attracted to the Kenya Tea Development Authority
and tea growing because of the possibility of getting
money. The Kenya Tea Development Authority farmers
are paid monthly for every kilogramme of tea they
pluck and sell to the Authority. There are also
yearly payments to each farmer based on the total
number of kilogrammes sold by the farmer throughout
the"year. According to records, the Kenya Tea
Development Authority has always paid the farmers
regularly and in time. This 1is alsp used as an
indication that the Authority is efficient. It

could however be attributed to the fact that the
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Kenya Tea Development Authority realized that if
they did not pay its farmers regularly, they
(farmers) may abandon the crops. As a result the
Authority would not raise the revenue required to
pay its donors. This would probably lead to the
collapse of the enterprise since it is very
dependent on the production and sale of tea by the
farmers and on internatonal loans. Although there
are legal safeguards against farmers abandoning or
uprooting their tea, these have never been used.
According to the Authority’s company secretary, the
reluctance to resort to court action is due to the
uncertainty on the part of the Authority about what
effects court action would have on the organization
in terms of the farmers and the public attitude
towards them. It is feared, and perhaps with reason,
that potential and actual growers may feel fTearful
and therefore refrain from participating in the-
programme altogether. This would kill the Authority.
To encourage the farmers therefore, a lot of effort

is made to ensure that farmers are paid promptly.

There is another factor that has contributed
to the apparent success of the Authority. The Kenya

Tea Development Authority was for c! long time the only



legal source of planting material for i1ts farmers.
This monopoly was however, destroyed by the
introduction of vegetative reproduction. This
could lead to illegal plantings and growers who
would then use all sorts of methods to have their
tea sold to the Authority. This would obviously
interfere with and make the control system less
effective. There were one or two cases of illegal
growers in Kericho but the Authority was aware of
thelr existence. During the period when the
Authority monopolised the supply of planting
materials such i1llegal growers were not there. The

Authority was able to control the industry.

To date however, and this i1s one of the most
important contributions to the "success of the Kenya
Tea Development Authority, the Authority is the only
avenue through which farmers can sell their proBuce.
Because of this monopoly, all revenue from the tea is
controlled by the Authority. In this, the Authority
is very different from other parastatal organizations,
because in many other parastatals, there are several
other -unofficial channels through which their members
can sell their produce. These incluge the Maize and
Produce Board, the Kenya Meat Commission and the Dairy

Board of Kenya. In the case of the Dairy Board,
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dairy fTarmers can sell milk to individual members

of the public, or through small scale cooperatives
which are very poorly managed. These have been

known to swindle fTarmers®™ money. They can also

sell direct to the Kenya Cooperative Cremaries

which i1s a very powerful cooperative organization.
The Dairy Board is therefore left almost purposeless.
Similarly maize fTamrers have several other channels
through which they can sell their maize other than

to the Maize and Produce Board through the Kenya
Farmers Association. In any case, maize 1is a product
that can be stored for a long time by the individual
farmer and deny the Kenya Farmers Association and
the Maize and Produce Board revenue. Tea on the
other hand cannot be stored after plucking and must
be taken to the processing factory within hours after
plucking.. Its transportation also needs special

care which many farmers cannot afford hence the
building of buying centres near TfTarmers and by the
road side. To facilitate the transportation of the
tea, the Kenya Tea Development Authority has Purchased
army type four wheel drive lorries which can travel

even on poor roads with very little damage to the tea.

Because of the monopolistic nature of the Kenya

Tea Development Authority and the nature of the crop
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in which they deal, 1t has become very difficult
for the organization to lose revenue from tea to =
other illegal organizations or channels. Smuggling
can only occur after the tea has been processed and

distributed for sale.

It should also be noted that although tea is

a technically demanding crop that requires a lot of
attention and time, once the basics are known it
becomes fTairly easy to maintain the quality required
This seems to have been the case with most farmers
who joined the project during the early peridd of
the programme. These have also acted as examples
and a source of inspiration and encouragement to
the new farmers who learn from them. With the
existing willingness to grow the crop, mastering

the basic techniques of tea cultivation has not been
difficult. This has assisted greatly and made the
work of the junior agricultural assistants even
easier. Perhaps they are aware of this and so are
not worried that their ineffectiveness will be

discovered. .

Success of the Authority has also been greatly
assisted or enhanced by the fact that the Kenya Tea

t
Development Authority has very clear cut job
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descriptions and duties for their staff right >
from the top down to the junior agricultural
assistants. These are clearly spelled out and

each 1is responsible for whatever TfTailures that

may occur in his department. Lack of clear cut
demarcation and specification of responsibilities
is a source of r fTailure or poor performance of
many parastatal organizations in Africa and the
third world. It tends to create confussion and
reluctance to make crucial decisions thus leading
to organizational Tailure. In the Kenya Tea
Development Authority, duties and responsibilities
are very clearly demarcated and specialized. Every
departmental head strives to make sure that his
department works well. The only problem with the
Kenya Tea Development Authority regarding this
aspect is that lower level staff especially those
in the field have been working under great tension
and fear and have at times tended to over react to
what appears to be mistakes and which may be blamed
on them. This 1is especially so with the leaf
collection staff. These clerks, as we pointed out,
are responsible for ensuring that only good quality

tea i1s bought from the farmers by the organization.
/
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Quality here means two leaves and a bud. As we
pointed out, many adhere to this rule very

strictly and do not want to take any chances lest
they be blamed for accepting poor quality tea.

They, as a result, sometimes reject fTarmers®™ tea
wholesale once they detect some poor quality

leaves. They do not even give the fTarmer a chance
to sort out the good from the bad and sell the good.
This has created hostility and poor relationship
between the farmers and the leaf collectors. It is
also because of this fear and tension as a result of
attempts to meet the required high standard that the
junior agricultural assistants have been afraid to
report their fTailures to meet farmers to their
superiors through the field report books. On the
whole however, these clear cut job responsibilities

have enabled the Authority to meet 1its planned target.

We are not iIn any way suggesting that the work
of the extension officers of the Kenya Tea Develop-
ment Authority, the planning system and the co-
ordination as well as other control mechanism
analysed earlier have had nothing to- do with the
apparent success of the Authority. ' On the contrary,

we are aware Tfor example, that it is due mainly to
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the fact that the Kenya Tea Development Authority
has controlled and kept all the record of all
farmers attached to i1t and that this has enabled
it to collect all the cess revenue from all its
farmers, thus enabling It to meet its financial
obligations paid for by these cesses. We are
also aware of the valuable work done by the
committee members especially during periods of

planting and supplying agricultural imputs.

All these have helped in the success of the
Authority. We are, however, saying and we have
attempted to show that there are certain problems
and constraints that have made these processes not
work as effectively as possible. We have also shown
that i1n addition to the control system the co-ordina-
tion and supervision methods, other factors have
greatly contributed to the “success®™ of the Authority
These include the willingness by the farmers to
participate on the programme, the monopolistic -
nature of the Authority as well as the nature;of the
crop. The clear definition of duties and responsi-
bilities has also greatly contributed to the success

of the Kenya Tea Development Authority.



Finally, 1in concluding this discussion on
the management of the Kenya Tea Development
Authority and factors that affect its efficiency,
I would like to discuss the practice or problem
of the introduction of politics and political
support in the management of this enterprise. It
is very clear that towards the end of the 1970s
the management of this public enterprise was very
heavily supported politically by some very power-
ful politicians. A clear case in point was the
support given iIn 1979 to the then General Manager,
Mr. Charles Karanja by the present Vice-President
and Minister for Finance the Hon. Mwai Kibaki. In
that year there were persistent tea shortages in
the country following the transfer of the distribu-
tion of this commodity to the Kenya Tea Development
Authority through the Kenya Tea Packers Association.
The 1local press and the public as well as members
of Parliament complained of this and demanded an
explanation from the Kenya Tea Development Authority®
General Manager. On several occasions, the General
Manager refused to explain to the public what the
problem was. (See weekly review %pnuary 26th, 1979,
p-31, and February 2, 1979, p. 24). While the

blame was being placed on the management of the
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Kenya Tea Development Authority, the Vice-President came out
in defence of the General Manager and the Authority saying
it was one of the best statutory organizations in the way it
spent money. He went on to commend the 1 *

Authority for the good job 1t had done in promoting small scale
tea growing in the country since its formation nearly thirteen
years ago. (See Weekly Review May 4, 1979, p .27)

Earlier in the year the same Vice-President defended the
authority and its management when it was revealed that the then
General Manager was using the Kenya Tea Development Authority
factory manager trainees to run his private factory called
Ngorongo, in Kiambu. This defence largely explains the
General Manager®s arrogance when asked to explain the position.
He, for example, said about the use of these Kenya Tea Development
Authority staff in his private fim "because 1 control Ngorongo,

I can send them there " 23- Here was a case where a
public institution was being used to promote parochial private

interest. The Development Authority managers that were el

used by the private firm were paid by or ¥from public funds. This ruins

3 \leekly Review, February, 2, 1979, p.24.



the public organizations as many who run it begin

to see it as a source of personal advancement

rather than for what it i1s, an institution
established primarily to serve and promote public
interest. IT this political support was not given
perhaps the attitude of the General-_Manager'._-would have
been different. It Is possible that with this kind
of support he could have smuggled or participated

in the smuggling of tea outside the country, lead-

ing to the claimed shortages.

It 1s also quite possible that i1t was due to
this political support and protection that only
people from one ethnic group headed all the
departments of Authority. In our study of this
organization, we found out that all the departmental
heads with the exception of the Assistant General
Manager (administration) were from one ethnic gi“oup*

The same situation was observed among theilr assistants

and deputies as well as other staff of the Authority.
I
All these came from one ethnic group. The
result is that even when the General Manager was
misusing the Kenya Tea Development Authority"s
factory manager trainess, none of {he other staff

complained. They all wanted to conceal the weakness
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of the General Manager and the organization. In
fact nobody in the organization wanted to discuss
this issue with the author during my research.
They all wanted to protect the image of the
(general Monager. The reason was no doubt the fact
that these employees were all from one ethnic
group. In fact the General Manager must, in
addition to the political support he got, have been
encouraged to use public officials in his private
firm, because they would not reveal or complain
about this. They were all "his people”™. The
organization was 1in other words being run like a

family concern”

We are not saying that the officers and staff
of this enterprise are not qualified or that they are
inefficient. All we are saying is that the fact
that they all :oame from one ethnic or tribal group
tends to make them run the organization as a family
or private firm. There tends to be a lot of laxity
and reluctance on their part to criticise and point
out failures of the organization. The orgonization
eventually looses its original objective. The case
of the Kenya Tea Development Authori}y General
Manager using the staff of the enterprise illustrates
the point we are making. The problem here is that

of tribalism and ethnicity. It is one of those
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major problems that has caused the dismal or

poor performance of public enterprises 1in Africa®?

In Kenya as the study by Dressan$ indicates,
tribalism and ethnicity in parastatal organizations
is a very common and widely (see Dressang®"s fTind-
ings discussed in chapter two) practised phenomenon
and is perhaps the major reasons or cause for the

failure of these enterprises iIn East Africa.

Politics was also introduced in the manage-
ment of the Kenya Tea Development Authority through
the recent appointment of the present General
Manager by the President. According to the Kenya
Tea Development Authority®s Act, the appointment of
the General Manager is the responsibility of the
Kenya Tea Development Authority Board and should be
done on the basis of merit. This had been the case
with the previous general manager. In February, 1981,
however, the President apponted the new General

Manager and observers in the enterprise saw this

9%see East African Management Institute/Germany
Foundation for International Development,
Conference Report. "Barriers to Effective
Performance in Public Enterprises™*

lan Mayo-Smith, 1975, p. 29
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appointment as politically motivated. We have

already, 1in chapter two, discussed the effects

of political appointments on the management and
efficiency of public enterprises. With the Kenya
Tea Development Authority Chairman and General
Manager being appointed on political considerations,
the enterprise may begin to loose control and
consider politics and political pressure as requir-
ing more attention than the administrative efficiency
that the Authority has so far been proud of. It
these problems of political protection and tribalism
are allowed to continue to invade the Authority,
then it could soon fall far short of what 1is

expected of it.
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CHAPTER FIVE

tHE role OI' THE KENYA TEA DEVELOPMENT AUTHORITY

IH THE ~OCTO-ECCNOMIC TP.Ah"SFORPIATION OF KENYA

In the previous chapter we discussed the
management of the Kenya Tea Development Authority.
Our main focus was on the effectiveness and
weaknesses of some of the major administrative
devices and techniques used by the Authority. The
aim was to evaluate and assess the extent to which
these administrative techniques have contributed

to the operations of the Authority.

In this chapter we discuss the role and
contriLution of the Authority in the development
or socio-economic transformation of Kenya. We
shall use socio-economic differentiation as a

measure of this development.

It was pointed out earlier in chapter TfTour
that the Special Crop Development Authority ard
its successor, the Kenya Tea Development Authority:
were meant not only to raise funds for the

development of tea among small scale African growers

but also
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to create great socio-economic and political changes
among the farmers attached to them. Specifically,
the smallholder tea growers attached to the Kenya Tea
Development Authority were expected to be transformed
from subsistance to capitalist fTarmers.

Their transformation into rural capitalists or
entrepreneurs was expected to result from the invest-
ments that it was hoped or assumed they could engage
in after accumulation of revenue derived from their
tea sales. With this transformation, the colonial
government, which established the Special Crop
Development Authority hoped or assumed that political
contentment considered so vital for further economic

development would be realized.

The aim of creating political stability was later
re-stated and reiterated by the independent Kenya
government when in the 1964 - 1970 development plan it
was said:

Finally greater African participation in the

monetary economy will help preserve political

stability and will further government efforts-

to achieve greater national unity.1 "

Whether or not political stability and national
unity has been achieved and whether it can be attributed

/

Republic of Kenya: Development Plan 1964 - 1970
Government Printer, Nailrobi, p.41



262

to greater African participation in the monetary economy
is of course a matter of debate. It seems, however, that
mere participation in the economy would not necessarily
result in the desired political stability and national
unity. Several other conditions and factors would need
to be fulfilled for unity to nrevail

Kenya®s economic policy especially regarding the
role and relationship between the public and the private
sector was clearly stipulated and articulated in
Sessional Paper No. 10 of 1965 on African Socialism and
its Application to Planning in Kenya and in subsequent
development plans, and reference to this policy has
already been made earlier iIn this thesis. It Is within
the context of this economic development policy 1i.e.
capitalist development”™ “that the role and contribution
of the Kenya Tea Development Authority shall be discussed.
We shall in this case be examining whether or not the
presence of the Kenya Tea Development Authority ancV its
operations has resulted in the intended socio-economic
changes., the nature and direction of these changes and
their implications for further and future developmfnt of
the country. An answer to the issue or question: Y/ho
gains or benefits from such joint ventures between third
world governments and international private capital,
(see introduction) should come from thetanalysis of the

role of this organization i.e. the Kenya Tea Development
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Authority, being undertaken in this chapter. In which
case we shall also be contributing to the theoretical
debate between the dependency and development theorists

refered to in the introduction.

In discussing the above we shall take into
account the stage of the country"s capitalist develop-
ment and thereby examine whether or not these changes

reflect the stage of capitalist development in Kenya.

For convenience, we shall discuss the role and
contribution of the Authority at several levels. At one
level, we shall be discussing the rolei and implications
of this enterprise for the relationship between the state
and the international capitalist system and the effect
of this on Kenya®"s internal development. This will also
involve a discussion of the Kenya Tea Development
Authority"s contribution to Kenya®s foreign exchange and
export earnings. At another level we shall be dealing
mainly with the Kenya Tea Development Authority"s contri-
bution to rural development with particular emphasis on
its Impact on the rural areas in which small tea growing

t

takes place.
|

Finally, we shall deal with the Authority®s impact
on the farmers attached to it. At this level, we shall

he interested in finding out the nature and extent of the
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socio-economic differentiation that has occured

among the farmers resulting from the revenues accumula-
ted from the tea sales. We shall therefore, at the level
of the fTarmers be iInterested in discussing and analysing
the process and pattern of revenue accumulation, invest-
ment and consumption patterns and the effects of these
on the general living standards and conditions of these

farmers.
The Role of the Authority in the National Economy

The introduction of the smallholder tea project as
a cash crop among the rural Africans and the subsequent
establishment of the Kenya Tea Development Authority to
foster and promote this development has had several
important consequences TfTor this country. Since the
establishment of the Special Crop Development Authority
and 1ts successor the Kenya Tea Development Authority, in
the late 1950s, and early 1960s respectively, thousands of
formerly subsistance farmers have been drawn into cash
crop farming and the monetary economy. In 1958, for
example, there were only a total of 289 tea growers in
Kericho District attached to the Special Crop Development
Authority. By 1979/80, the number had increased to
15,617. in this district alone under the Kenya Tea t
Development Authority. The total amount of land planted
with tea by these farmers had during a similar period

increased from 180,39 acres to 18,411,14 acres. The
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total number of the Kenya Tea Development Authority
farmers in the whole country as at the end of 1979/80

was 129,912.0 The table On page 266 gives details of

how many farmers were introduced to the Kenya Tea
Development Authority project every year between 1958

and 1980. It also shows how many acres of land were
planted with tea each year during that period. In

terms of numbers therefore, one can safely and with
confidence say that the Kenya Tea Development Authority
has succeeded in what it set out to do, namely to promote
and foster the development of tea growing among the small

scale subsistance farmers.

The fact that the Kenya Tea Development Authority
has attracted so many>farmers iIs no mean achievement
considering the fact that this has occured in a relatively
short time. We noted that the colonial government in
Kenya had instituted legal and administrative regulations
prohibiting Africans from growing tea and other cash crops.
These regulations were not relaxed and finally removed
until the last Tfive years of the 1950s i1.e. barely fTive
years before independence iIn 1963. Most fTarmers therefore
did not really start tea growing until the 1960s, hence
my statement that the programme started relatively
recently. The achievement 1is also significant when we

consider the fact that tea growing on small holder basis

2
The Kenya Tea Development Authority, 1979/80
Annual Report and Accounts, p .13
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had been tried elsewhere and failed. Finally, note
must also be taken of the existence of long established
and well managed large tea companies in the country

especially in Kericho District.

Table Two

Tea Planting Details in Kericho District per Year

Between 1958/80:(small holder sector)

No. of Growers Acreage

Year Introduced Totals Planted Totals
1958/59 289 289 180.39 180.39
1959/60 115 444 149.23 329.62
1960/61 451 895 210.75 540.37
1961/62 432 1318 281.96 822.33
-962/63 420 — 1738 386.75 1209.08
1963/64 13 1751 370.41 1579.49
1964/65 476 2227 344 .53 1924 .02
1965/66 671 2898 615.24 2539.26
1966/67 813 3711 853.95 3393.22
1967/68 761 4472 947 .46 4340.68
1968/69 507 4979 968.70 5309.38
1969/70 704 5683 818.33 6127 .?r
1970/71 481 6164 833,95 6961.66
1971/72 768 76932 1605.60 0577.26
1972/73 758 7690 1053.00 9620.26
1973/74 1486 9176 1394.40 11014.66
1974/75 1295 10435 1114 .23 12128.89
1975/76 1138 11573 661.05 12789.9,4
1976/77 1196 12769 1499.20 14289.14
1977/78 803 13572 1243.20 15532.34
1978/79 578 14 1 1093.60 16625.94
1979/80 971 15/ % 1 1785.02 18411.14
(Source: Compiled by the Author from the Kenya Tea

Development Authority Records, Kericho Offi



These have offered very stiff and unfair competition

with Kenya Tea Development Authority for quality tea.

Reasons for the initial interest iIn tea growing
by Africans and therefore for the ease with which the
Kenya Tea Development Authority attracted and obtained
the cooperation of these farmers were already discussed
("Chapter A-J and will not detain us here. It will,
however, suffice here to note that the willingness of
the African small scale farmers to participate in the
tea programme has greatly contributed to the overall
success of the enterprise. (We are here measuring
"succesrf"by the number of farmers introduced and attached
to the Authority since-its establishment). Without this
willingness the number of farmers would possibly not
have warranted the kind of developments and projects that
the Authority has undertaken since its inception”. It is
also possible that without this willingness created or
brought about by reasons already discussed, (chapter 4)
more expensive methods of attracting farmers would have

I
been useci thus adding costs to the Authority®s operations.

By attracting so many growers, the Kenya Tea
Development Authority has played the important role

°i intergrating the smallholder sector of the economy,
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previously composed of purely self-sufficient
subsistance farmers with the national and international
capitalist system. This integration brought about by

or as a result of the Kenya Tea Development Authority"s
operations and activities in this sector was made
possible in several important ways. The Authority and
through i1t, the small holder sector is linked to the
international economy in the first- place by the fact
that the Authority relies almost wholly on international
loans and finance for its factory construction and
maintenance as well as for other of its operations. The
principle loaning or donor agencies to the Kenya Tea
Development Authority are the Commonwealth Development
Corporation(CDC) the World Bank, the European Investment

Bank and others (see chapter 4).

In addition to this heavy dependence on interna-
tional loans and other financial assistance, the
Authority imports fTertilizer which it in turn loans to
the small scalé tea growers attached to it. The Kenya
Tea Development Authority fTarmers were required to obtain
their fertilizer only from the Authority on Ioan.t
Arrangements were then made whereby redemption of these

loans was carried out through monthly deductions from

the affected farmers®™ revenue from tea sales. (Not all
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farmers used fertilizers although their number is now
growing). In October, 1980, however, this system of
repayment of Tfertilizer loan was altered. Farmers
were now required to pay for the loan once a year when
they receive their annual second payments. This point
was discussed in greater detail in the previous
chapter. Apart from the imported fertilizer, there
are several other farm 1inputs such as tractors and
chemical sprays and other machines which the farmers
are required or advised to use and which can only be
obtained from international Tfirms through their agents
or local branches. Through all these farm inputs some
of which are not extensively used by many farmers, we
shall discuss why later, the smallholder or subsistance
sector of our economy is iIn a very significant way

integrated with the international capitalist economy.

The third significant way in which the operations
of the Kenya Tea Development Authority has facilitated
the country®s integration with the international capita-
list system is through the sale and marketing of Kenya®s
tea. The Kenya Tea Development Authority relies almost
wholly on the international market for the sale of its
tea. We have already pointed out that ?nly about 15%

°r so of all the Kenya Tea Development Authority tea 1is

sold and consumed locally.
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The remaining 85% or so is sold on ttie
international market. These markets we no"ted
include Great Britain, Germany, Canada and the
United States. On return from his recent A/isit to
West Africa, President Moi reported that he? had
successftully signed an agreement with Nigeiria and
Ghana to buy Kenya tea and expressed the hope that
soon West Africa will be a major market for Kenya

tea.

There are two important points to be noted in
regard to the sale of tea on the international market.
The Tirst point is that tea sold in this market .
fetches much higher prices and therefore revenue and
profits to the Kenya Tea Development Authority and
the country than the tea sold locally at provernment
subsidised prices. The existence of this market is
therefore of great significance to the"suo-cessi”of
the Kenya Tea Development Authority and tde small~
holder project. Second point to be noted is that, it
is revenue earned by the Authority from international
sales that are used to pay the farmers what 1is e
officially known as the second payment and which the
farmers refer to as "bonus™. This money is much more
than the monthly payments and comes r<;gularly every
October. It Is very important because it 1is usually

in lump sum and comes at a time when most farmers are



faced vw/ith huge expenses such as school fees which
consumes a considerable portion of the farmer-®s
money . It is also this second payment which
attracts a lot of potential farmers to the Authority
as we already noted. The payment is also an
important determining factor iIn the iInvestment
possibilities among these farmers. This point will

be discussed in greater detail later in this chapter.

The 1integration of the country and the small
holder subsistance sector of our economy with the
international capitalist system as discussed in the
preceeding pages has had several effects and conse-
quences both to the farmers involved and the country
as a whole. One very obvious consequence of this
integration for the country is that it perpetuates-
Kenya®s dependence on the developed and particularly
the western capitalist world for her own development.
The i@mplications and consequences of this economic
dependence for the development of the third world of
which Kenya is one, has been well analysed and
succintly presented by the dependency or underdevelop-
ment theorists such as S. Amin, G. Frank, Walter Rodney
and others. In short, their main contention or thesis
regarding the relationship between “~he third world and

the developed world 1is that it has produced and is
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responsible for what they call underdevelopment
in the third world i1.e. the process or situation
in which the development of the third world is
conditioned by developments taking place in the

developed world.

It creates or results in unbalanced develop-
ment in the third world where only those sectors
that are directly relevant to and in which interna-
tional capital is involved is allowed to develop
while the other sectors of the economy and regions
of the country remain unchanged in terms of the

existing forms of production.

Public enterprises such as the Kenya Tea
Development Authority which rely mainly on interna-
tional private capital do operate only on specific
regions iIn the country where return to capital is

greatest. This is because the main reason for the3

These arguments have been presented more succintlyby
Frank, G.A. 1iIn Capitalism and Underdevelopment in -
Latin America Monthly Review Press, New York,-and
London, 1979 and also by Rodney, W.,In How Eur-ope
Underdeveloped Africa, Bogle L"Ouverture Publications
London, and Tanzania Publishing House, Dar-es-Salaam,
1972, and in Amin’s Neo-colonialism in West Africa,
Penguin Books, 1973

/
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participation of international capital in the Kenya
Tea Development Authority activities iIs the approp-
riation of surplus profit which are being
continuously transfered and repatriated to the
ewestern capitalist countries through the donor \
agencies with the support of the comprador or
satellite third world countries; thus only benefit-

ing the west and the donors.

It is iIncontestable that international capital
will not participate 1In ventures that are not
economically profitable to them,hence their major
concentration in export oriented projects especially
those producing primary export goods. The involvement
or integration of the small holder sector to the
international capital has had the effect of creating
different categories or classes of people in the rural
areas and iIn the country as a whole. Since.for a long
time during colonialism there were only a few projects
in only a few parts of the country, 1iIn which interna-
tional capital operated, we have had>in Kenya areas
that are highly developed while others comparatively
underdeveloped. For several years for example, the
Nyanza Province was not affected by the introduction
and activities of international capital in the

country, these having been concentrated outside the
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region; the tea plantations in Keri®cho, sisal
plantations in Eastern and Coast Provinces and state
employment particularly in Nairobi. Many people from
Fyanza therefore ._imigrated to supply labour to the
plantations in the neighbouring provinces and towns
with the. result that most of their little investments
as well as expenditures were concentrated outside the
province. It is this migration of labour outside the
province that among other things led to the process of
undeveloping the province.*

Other areas particularly where international
capital was involved witnessed the introduction of
new Fforms of economic organization and production which
as we pointed out iIn the iIntroduction are important
components of development. Nyanza on the other hand
did not have these new forms of economic organization
and production; instead it witnessed the imigration
of labour. It is iInteresting to note here that since
the recent introduction of sugar complexes i1n Nyanza
(Awendo, Muhoroni etc) with the participation of
international capital, tea plantations in places like
Kericho now do experience labour shortages. My
observation is that the labour that was originally
coming from Wetern and Nyar.za Provinces is no longer
forthcoming as they now prefer to stay nearer home. -
There has been no complaint or reports of shortages of
labour iIn the sugar plantations in Nyanza. In fact
there is ambudence of such labour.

See Anyang* Nyong’os remarks in paper entitled
The Economic Development of Nyanza since 1945,
Prepared for the Economic Workshop. The Reunion
of the Luo Student’s League, Christmas 1960.
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The integration of the country with the
international capitalist economy has not only
caused regional imbalances such as the ones
discussed above, but has also caused or resulted
in inequalities within the areas where international
capital 1is directly operating. In the case of the
Kenya Tea Development Authority for example, there
are clear signs of this type of situation. Our
observations were based on the situation obtaining
among the Kenya Tea Development Authority farmers
in Kericho district. Out of the sixty six respon-
dents interviewed, only fourteen had some amount of
investment In more productive enterprise but as we
shall show later, these had other sources of i1ncome
apart from tea. ThO majority therefore do not invest.
We are therefore getting a situation whereby very few
people are getting richer or better off while the

majority are getting even poorer within the tea |a.rms.

The reasons why this is happening among the tea
farmers is not difficult to come by. Tea cultivation
we noted is a very demanding activity. It is demanding
both in terms of the cost of the required inputs such
as fTertilizer and chemical sprays as well as the amount
of time and attention it requires. The majority of
the farmers can not afford to purchase all the

necessary 1inputs and are therefore not able to succeed
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very well. At the same time these people cannot
ignore or abandon their tea once they have been
licenced to grow the crop. They are legally

required and compelled to care for and attend to the
tea once they plant the crop. In any case, they
still do get some money however little from the tea,
and given the fact that our economy and people®s
lives is very much dependent on money, these farmers
pay a lot of attention to their tea. This leaves
them with very little time to grow other cash or
subsistence crops. (This is discussed later.). The
result is that they actually get worse off since they
have very little subsistence crops on which to rely
and at the same time, the little money they get from
their tea is not eg.qugh to buy all the necessary items
from the market on which they are increasingly

dependent.

Only very few are therefore able to buy alt
the required inputs and therefore to transform into
rural entrepreneurs or capitalists. These are however,
very few and cannot create adequate iInvestment in the
rural areas. The fact, however, is that these
activities of international capital do create new

social ccntraditions in the rural ar?as within which

they operate arid in the country generally. This
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situation is of course desired by the International
Capitalists as i1t ensures continued operations and
appropriation of profits through the sale of their
-technology and ’expertisel to the country. For the
country, these social contradictions may create
political instability and disunity, thereby defeat-
ing one of the major iIntentions in creating joint
ventures such as the Kenya Tea Development Authority
and other parastatal organizations. This dependency
Syndrome caused by the activities of international
capital 1is certainly more beneficial to the foreign
capitalist and Kenya"s comprador capitalists than to
the ordinary farmer involved in the Kenya Tea

Development Authority and other people in the country.

It is clear from what we have been saying that
the increase in productivity arising from the opera-
tions of the Kenya Tea Development Authority does not
necessarily result in an egaliterian distribution of
the resultant cash incomes. As will be demonstrated
later in the chapter, more and more farmers are in
fact finding i1t increasingly difficult to improve on
their yields and therefore to improve their iIncome
and living standards. This increase in productivity
and incomes 1is confined to a relatively few people.
The result is a tendency towards a widening income gap

which will no doubt result iIn socio-economic
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inequalities and contradictions that may have

adverse consequences for the political system.

These unequal developments between regions
and communities iIn the country brought about by the
operations of this enterprise which,as we said
before, is heavily dependent on international capital,
is/ of course, very much iIn line with Kenya®s economic
development policy which favours the formation and
development of classes. Our contention is that 1if
inequalities and exploitaiton in the country is to be
eradicated, then we must not only re-examine our
relationship with international capital but perhaps
more important we must re-examine and re-structure
our internal economic development structure and modes
of production. In other words, we agree with Weeks
and Dore that the internal mode of production is an
important consideration in all this debate abouU. the
causes of underdevelopment in the third world. To the
extent that the capitalist mode of production was a
colonial i1mposition on the traditional pre-capitalist
modes of production in Kenya(some of these pre-ca.pita-
iist modes still exist), we tend to agree with Frank
and Amin that the relationship with the developed

/
western capitalist world in general and with
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international capital in particular, must also be
taken iInto account in addition to the internal

economic structures within the third v/orld countries.

A further 1iImportant consequence of the presence
of the Kenya Tea Development Authority and which 1is
related.to the fact that the organization has
integrated the smallholder sector into the iInterna-
tional economy is that i1t has caused the majority of
the small scale growers who were originally purely
subsistence farmers to become increasingly dependent
on the market for their production and reproduction.
This point will be discussed iIn greater detail at a
later stage in this chapter. For now it will suffice
to point out that ahout 80% of our 66 respondents
said that since they started receiving money Tfrom the
sales of their tea to the Kenya Tea Development
Authority, they have become more and more dependent
on this revenue for the purchase of foodstuffs and
therefore for their livelihood. Prior to this
period, most of them relied on their land for the
production of subsistence crops on which they lived.
With the cash from tea they are now buying most other
foodstuffs from the market. Their eating habits too

have now changed. "
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It 1s not being suggested here that the process
of integrating the smallholder sector with the market
economy 1i1s a new phenomenon which came to Kenya only
with the establishment and emphasis on agr”™-industrial
complexes such as the Kenya Tea Development Authorityt
On the contrary, we are aware that this process dates
back to the coming of colonialism and the entire
colonial period. The colonial system introduced and
imposed the cash economy on the African people whether
subsistence farmers or not. This moneterisation of
the economy during the colonial period did not however,
have a big impact on the African subsistence farmers
since the cash economy was actually confined mainly to
the settler areas. None of the Africans were really
allowed to grow casfTc"rops for example. However, what
seems to be worth noting and which is new in this
process of integration is the speed at which it is
currently taking place as a result of the introduct ion
of agro-industrial complexes and other public enter-
prises that rely on international finance capital. The
process is taking place at a speed unknown before and
has several implications for the socio-economic
transftormation of the rural small scale TfTarmers. Some

of these we have just discussed in respect of the
/
activities of the Kenya Tea Development Authority and
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the tea farmers.

The tendency among the farmers to rely on
the market for their foodstuffs could also be
explained in terms of the availability or non-
availability of time for substantial subsistence
crop Ffarming among the small scale tea growers. It
will be remembered that tea farming iIs tedious and
requires one to work throughout the year. It takes
several hours every day and this tends to leave
farmers with very little time for growing subsistence
or food crops. Many who value money therefore
concentrate on tea farming and use this money for
buying their daily food requirements from the market;

thus abandoning or paying very little attention to

food crop production.

This change of emphasis has also been encouraged
by the emphasis placed on the value of cash crops by
our government and some political leaders in the
country. So much value has been attached to money
that mere possession of 1t however little, and from
whatever source has become a major preoccupation of
everybody. Perhaps this explains why people in this
country use all sorts of methods including their

official positions in government and parastatal
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organizations to acquire personal wealth. In the
previous chapter: we cited a case where a former
General Manager of the Kenya Tea Development

Authority admittedly used his official position to

5
run his own private factory. There were in the
1970s cases where civil servants were accused of

0
corruption and all sorts of malpractices which

resulted in inefficiency. The point is that no one
wanted to be left behind in this drive to acquire
money and wealth. The tea farmers are no exception
and their tendency to prefer growing cash crops to
subsistence crops should be explained partly by this
drive to possess money, the desire having been
brought about by the moneterisation of the economy

and the stage of the country®s development.

I do not have evidence in the form of figures
to indicate whether or not food production, in the
cash crop growing areas, has fallen but almost every
respondent said that he no longer produced food crops
such as maize, beans and vegetables on the same<scale
as before the introduction of tea. A colleague of

mine currently Tfinalising his M.A research found out5

5
See Weekly Review, February, 2, 1979, p. 24

0
Nyamu, H.J.: The State of the Civil Service:
Government Printer, Nairobi, 1975.
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that the current tendency for food shortages occuring
in the third world is to a great extent attributable
to the introduction of and emphasis on agro-industrial
complexes like the Muhoroni Sugar Scheme, the Kenya
Tea Development Authority and others7 with their
emphasis on cash crops. If the statements given by
the respondents regarding this question and Odhiambo®s
findings are anything to go by, then the effects of
the activities of this public enterprise on food
prodiaction in the areas where it operates are obvious.
The operations of complexes like the Kenya Tea
Development Authority may in the long run result in

so less or little food being produced that the country
may become dependent on the developed world even for
food. This would nStkfe our dependence on the developed
world complete. In fact the agricultural situation 1in
most of the third world countries worsened iIn the 1970s
forcing several of them to import food from the -
developed countries. This was the situation Kenya
found herself iIn at the start of 1980s forcing her to
go begging for help in the form of maize from the

t

the U.S.A. and other countries.

7Odhiambo—Mbai, A Conjuncture of State and Internaxional
Capital on Agro-industrial Development: The Political
Economy of Petty Commodity Production.__ The Case of
Muhoroni Settlement Scheme 1iIn Kenya, 1960-1980, M A
Thesis, University of Nairobi, (forthcoming).
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The Authority as a Foreign Exchange Earner:

One of the major reasons given Tfor the
introduction and acceptance of joint agro-industrial
complexes such as the Kenya Tea Development Authority
is that they assist iIn the increased productivity of
cash crops on which the third world countries depend

so much for their foreign exchange and export earnings.

Kenya being so heavily dependent on agriculture
and in particular cash crops was only too pleased to
join hands with international capital i1n the formation
of the Kenya Tea Development Authority. This helps
get foreign exchange. In fact the Kenya Tea Develop-
ment Authority™s reeo-rd iIn terms of its contribution
to Kenya®"s export earnings and foreign exchange has
been very impressive. Between 1963 and 1980 for
example, the Kenya Tea Development Authority®s 5ecfov
earned the country about Ksh. 3,041,459,23.0.8 as
compared to the estate sector"s Ksh. 6,607,739.890
during the same period. (see appendix B for more

details of Kenya Tea Development Authority value

for individual years during this period)

In relation to other principal agricultural
/
exports the tea industry has for many years been second

only to coffee as the table shows.



fk*C£»7A G,EOF DOMESTIC EXPORTS PR INCIPAL

COMMODITIES 1970 - 78 (VALUE K="000)

PERCENTAGE OF TOTAL VALUE

1970 1971 1972 1973 1974 1975 1976 1977 1978

Coffee 21.6 18.2 20.1 22.2 18.2 16.4 29.3 42.5 33.7
Tea 12.8 11.4 13.4 10.5 9.2 10.7 10.7 14.5 17.1
Sisal Fibre 1.8 1.4 1.7 3.0 3.0 3.4 1.3 0.8 1.1

Pyrethrum Extracts 2.1 3.1 3.7 2.3 2.7 2.2 2.2 1.3- 1.3

Pinneaples(Tinned) 0.7 0.0 0.7 0.9 0.7 1.7 2.2 2.2 2.6

Cotton-Raw 1.2 i.r 1.1 0.9 0.5 0.6 0.4 0.1 0.4
Wool -Raw 0.4 0.2 0.3 0.5 0.3 0.2 ;0.2 0.2 0.2
Cashew-Nuts vy 1.5 0.7 0.9 0.4 %o-s 0.5 |]0.3 )

Beans, Peas 0.8 0.7 1.4 0.8 >.8 1.1 10.5 0.6 0.6
Maize 0.1 1_ jo.4 40 1.2 *2.4 1.8 0.1 0,2

! L

Statistical abstract 1979. Central Bureau of Sta/listics

Sourc

he most iImportant point to be made and noted when examining

is MalUe °f tea aS given in appendix B, and in -the above table-
Is the Kenya Tea Development Authority’s smallholder
| th~t has experienced the most dramatic expansion in the tea
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industry. It 1s therefore this sector"s contribution
that has made it possible for tea to occupy the
position it enjoys now in terms of its value to the
country®"s foreign exchange and export earnings. In
fact sources in the tea industry say that as soon as
the small holder sector (the Kenya Tea Development
Authority) overtakes the estate sector which they are
confident i1t will, (see also the Kenya Tea Development
Authority rate of expansion iIn appendix B) tea Vv/ill
surpass coffee and become Kenya®s number one foreign
exchange earner. Foreign exchange earnings are
considered important for Kenya®"s overall development
because it facilitates the purchase of Western
technology on which the country depends so much for her
own development. Perhaps this is why the Kenya
government will not allow any opposition to these

agro-industrial complexes.

The Authority and Rural Development:

In addition to the above consequences and
implications of the presence of the Kenya Tea
Development Authority fTor Kenya®s overall development
and economy, we can pinpoint several other specific
changes that have occured in the rural areas that can
be attributed to the activities and operations of the
Kenya Tea Development Authority. It should, however,
be pointed out right from the outset that most of

these developments are more incidental than planned
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or even envisaged. They have, however, occured

and since they have relevance to the efforts and
concept of rural development defined as 'an iIncrease
in the ability of(rural) individuals and community

to increase its span of control over fTactors which
affect it,O We shall discuss them as part of the Kenya Tea
Development Authority"s contribution to rural
development. There are several factors which make
it very difficult for rural residents and communities
to raise and improve their living conditions and
standards and it is these factors that rural develop-
ment efforts aim at reducing. These factors include
unemployment, poverty, Black of income, poor means of
communication and transport systems and other social
and physical amenities and facilities. IT these were
completely eradicated, then we could be certain of
raising and improving the living standards of the
rural communities. It is therefore significant to
note that some of these obstacles to rural develop-
ment have been and continue to be reduced by the
activities and operations of the Kenya Tea Deyelopment

Authority8

S8Mbithi, P.M, "Agricultural Extension as an Intervention
Strategy: An Analysis of Extension Approaches®™ in
Leonard, D.K.(ed ) Rural Administration in Kenya. East
African Literature Bureau, 1973, p.85
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One area in which the Kenya Tea Development
Authority®s operations have been contributing to
rural development as defined in this thesis is in
the fTield of transport and communications. The
Kenya Tea Development Authority has played a great
role iIn the provision, development and maintenance
of roads in the tea growing areas. For the Kenya
Tea Development Authority to transport green leaf
(green or fresh tea leaves) from the buying centres
to the factories without causing damage to the weight
and quality of tea, the organisation requires good
and passable roads, iIn addition to the special four wheel
drive lorries that it has purchased. The Kenya Tea
Development Authority and the government recognised
this need and both embarked on the construction of
what were called "tea roads'. These roads were
called tea roads because originally they were meant
to be used only by the Kenya Tea Development Authority®s
vehicles and the farmers when transporting theilr green
leaf to the buying centres and not for the general

public.

t

The importance of these roads, (built to serve
the Kenya Tea Development Authority) to rural develop-
ment is considerable. One thing they have helped to

do is open up the rural areas both within and outside
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the tea growing areas. As a result these areas

have become much more accessible and attractive both
for the rural residents as well as to those urban
dwellers with t%rgl families and other rural ties.
The point is that several thousand miles of tea roads
constructed by the government at the request of the
Kenya Tea Development Authority throughout the tea .
growing areas are no longer confined to the use of the
tea farmers and the Kenya Tea Development Authority
vehicles only. They are now used by the general
public within and outside the tea zones. These roads

have as a result provided very good and important means

of transport and communication in the rural areas.

The existence of_these roads has reduced distances
greatly and made general travelling much easier.
According to my respondents, the volume of passenger
vehicles along these tea roads has i1ncreased tremen-
dously over the last several years. Many urban
dwellers can and according to our information from
Kericho residents, are now travelling frequently to
their rural homes because of the existence of these
roads. It gives these people an encouragement and’
opportunity to develop many productive and other
projects in the rural areas. Previously this was not

easy or possible because of poor or lack of roads.
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The frequent visits to rural areas by urban elites
has also no doubt the effect of iIncreasing the
circulation arid volume of money i1n the tea growing
rural areas. This i1s a healthy phenomenon for rural
development as it has facilitated the establishment
of several commercial enterprises in the rural areas.
This i1ncreases the purchasing power of the rural
dwellers and will probably in the long run make rural

life much more meaningful.

This might reduce the country®s rural urban
migration. Several businesses such as road transport
are now developing in these areas and this provides
employment for rural residents and therefore an

incentive to stay iIn these areas.

Perhaps we should point out here that the actual
construction and maintenance of the tea roads is not
paid for by the Kenya Tea Development Authority as
such. This responsibility rests with the government
through the Ministry of Transport and Communications.
The government through Ministry of Transport and
Communications allocates some money annually, to the
Keuya Tea Development Authority for the construction

and maintenance of these roads. Thg plans for these
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roads as we pointed out were made by World Bank
and the Commonwealth Development Corporation
consultant teams. The Kenya Tea Development
Authority doe"s however,press for the construction
of these roads and for their maintenance when they
become impassable due for example to heavy rains

and poor maintenance.

During my research in Kericho District, |1
attended several Divisional and District tea committee
meetings and noticed that one item that was always in
the agenda of these meetings was the issue of the
state of these roads. It was given so much prominence
that there was always a representative of the Ministry
of Transport and Communications present at these
meetings. Almost every committee member urged the
representative of the Ministry of Transport and
Communications to do something about the tea roads.
The iImpression given by this representative was that
of sympathy with committee requests. On the whole,
the government has always been willing and ready to

t

improve these roads.

Another 1important aspect of the Authority®s

operations which has had a positive iImpact on rural
t

development 1is the construction and maintenance of
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the Kenya Tea Development Authority®s factories. This 1is
an exercise that is always going on iIn one tea

area or another and the construction of one such
factory takes up to two and a half(2$%$) years or
more. At the moment as we have already pointed

out, there are about twenty nine (29) operational
Kenya Tea Development Authority tea fTactories all
over the country. (See list and location in
Appendix D). The importance of the contribution

of these fTactories to rural development 1is that it
does provide employment to local rural dwellers. It
is the policy of the Kenya Tea Development Aiithority
that all the labourers or labour used for the
construction of these factories is recruited from
the factory surrounding areas. For example a factory
in Buret will get labour only from Buret etc. Once
the factory is completed a lot of junior staff who
work i@n these factories are also recruited from the

local areas according to the policy of the Authority.

Employment for local people is also provided by
the leaf collection department. Nearlly all the< Kenya
Tea Development Authority leaf collectors and leaf
clerks i1n Kericho were people from the district as
were all the Kenya Tea Development Authority leaf
collection drivers. The point we are trying to make

here is that the Kenya Tea Development Authority
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provides employment to many rural people. This
gives the rural people income which increases their
purchasing power. The implications of this for
rural development have already been discussed in an

earlier section of this chapter.

When talking about employment for rural people
we must also remember that there are those who are
employed by the farmers themselves to pluck and care
for the tea. These are not included in the category
of those employed formally by the Kenya Tea
Development Authority. They are however, quite a
number when we consider that about 68% of our 66
respondents said they relied on wage labour for tea
farming. We have also said that most farmers rely

on tea farming for their livelihood.

Apart from the above category of employees or
employment, the Kenya Tea Development Authority?- as
an organization has other personnel iIn several of its
other departments. We found out that the number of
people employed by the Kenya Tea Development Agthority
in 1980 was 3,527 excluding the extension officers and
other officials of the organization seconded to it by
the Ministry of Agriculture. There were 730 extension

/
officers and other Ministry of Agriculture officials
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attached to the organization. In total therefore,
there are about 4/300 people employed by the Kenya
Tea Development Authority i1.e. those iIn the Kenya
Tea Development Authority®s payroll in the whole

country.

We pointed out earlier that employment or lack
of it is one of the major obstacles to rural
development. From what we have just said iIn the
preceeding paragraphs, it is clear that the Kenya
Tea Development Authority is doing a lot to reduce
this obstacle in the rural areas as well as iIn the
country as a whole. The fact that the Authority
helps in the provision of employment 1is particularly
important when we—consider that unemployment is one
of the biggest problems and of great concern to our

government. According to the 1980 Economic Survery,9

there were 120,000 job seekers registered witj? the
Ministry of labour whose total included 67,397 brought
forward in 1979. According to the same survey the
number of registered job seekers was as high as

$
260,000 in 1979. The survey explained the increase

9
Economic Survey, 1980. Central bureau of Statistics,
Ministry of Economic Planning and Development,p.63
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in registration in that year as being the awakened
interest in employment prospects as a result of

the presidential decree calling on all employers to
take on an additional 10% of their total workforce.
It should be noted however, that the Tfigures quoted
above do not reflect or show the exact number of all
the unemployed people. It only shows the few that
cared to register as such. Otherwise sources at the
Ministry of Economic Planning and Development say
that the number 1is much bigger than the figures given
and that more would register as unemployed iIf by

doing so they were assured of getting jobs.

Apart from the provision of employment and the
improvement of communication and transportation in
the rural areas, the Kenya Tea Development Authority
does facilitate rural development in several other
ways . It was found out that tea farmers and several
other rural residents have taken advantage of some
of the Kenya Tea Development Authority facilities such
as water and electricity. Although i1nitially the
water was meant for the tea foctories, and for~"the
Kenya Tea Development Authority staff who reside
within the vicinity of these factories, and not for

the general public, 1 learnt that several tea farmers
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and other rural dwellers particularly those living
around the factories do use these fTacilities.
Several, simply walk to where water is installed

and physically fetch the water iIn containers for
their domestic use. There are a few who have bought
their own water pipes and have used these to take

water to theilr houses.

There were other people who said they had
bought pieces of land adjacent to, or near the
factories because they realized they could make use
of both the water and electricity from these
factories. A case in point is the present Principal
of Kericho Teachers Training College. He recently
bought a small piece of land near Litein Tea Factory
and has now built a big permanent house on the plot.
He said he did this because of the availability of
good clean water and electricity at the factory. The
factory and his house are only separated by a road.
While 1 was carrying out my research, this gentleman
was iIn the process of installing water iIn this house
from the Litein factory. He said he would soon do
the same with electricity. Lack of good water at
reasonable distances as we know, 1is one of the gravest
problems facing rural residents in tliis country. Lack

of good water is particularly disturbing. Many people
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have to walk long distances to fetch water which 1in
most cases is not clean and fresh. The result is that
many rural residents have suffered from various
waterborne diseases. In the Kenya Tea Development
Authority areas of operation this problem is being
eliminated and the provision and easy access to clean
water could reduce the incidence of water borne and
other diseases in the rural areas. With a healthy
population the rural areas may become more productive

than 1t 1Is now.

From what we have said, it is evident that the
Kenya Tea Development Authority 1is playing some. role
in the development of Kenya®"s rural areas. This 1is
Iflspite of the inequalities that have resulted from its
operations. It has—provided employment, 1income communi-
cation and transport systems and water to rural dwellers.
It has also played and continues to play an important
role in the country®s foreign exchange earnings.” The
implications that all these have for the country®s
development are many. For the rural areas where the
Kenya Tea Development Authority is involved, the presence
and operations of this Authority may very well :ead to
total socio-economic transformation of these areas and
people. In fact it is already leading®™ to a change of
people®s attitude towards rural life.™ At least they are

now beginning to think that conditions in

these areas can be - improved and made
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better. Previously most rural dwellers had a very
negative attitude towards rural life. In my research,
most respondents said that the Kenya Tea Development
Authority had helped in the improvement of their lives
generally. What they were referring to in fact was

the little money they get from their tea sales and the
fact that they are able to buy some domestic requirements
with this money. What they call improvement in their
lives may in fact be a reflection of lack of perception
on the part of the fTarmers. IT one were to take into
account the amount of labour, time and money they spend
to produce tea and to compare these with the money they
receive in return then one cannot talk about iImprovement

in their lives as the farmers put 1It.

The point is made however, that attitudes towards
rural life are changing from negative to more positive
ones. This may as we have already said result in a
reduction of the rural-urban migration. This will have
a further effect of reducing urban congestion with its-
socio-economic problems which are already being

experienced in Kenya®s major towns particularly, Nairobi.

The Process of Revenue Accumulation Consumption and
investment Patterns among the Farmers attached to
-the Authority:

So far in this chapter we have discussed the

c°ntribution of the Kenya Tea Development Authority
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to Kenya’s National economy especially its
contribution to export earnings, 1its role in
perpetuating Kenya®s economic dependence on
international capital as well as the Authority"s
contribution to rural development. In this section,
we want to very briefly examine and discuss the role
the Authority is playing in the socio-economic
transformation of the small scale tea farmers attached
to it. As we pointed out in the opening remarks of
this chapter, we shall use socio-eocnomic differentia-
tion as a measure of this transformation. It was the
aim and intention of both the colonial and independent
Kenya government, in allowing and encouraging Africans
to participate iIn cash crop growing and in establishing
the Kenya Tea Development Authority, to promote this
development, to transform the subsistence rural fTarmers
intd rural capitalists or entrepreneurs in line with
the country®s mixed enterprise policy. In this""
section therefore we want to examine whether or not
and the extent to which this aim or objective has been
or continue to be realized, taking into account the

stage of the country®"s capitalist development.

The assumption guiding the task we have set out
to do here 1is that socio-economic differentiation among

these farmers will be determined not only by the amount
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income they derive and accumulate from tea sales

but also and perhaps more iImportant by:-

@

®

©

Whether or not the farmers are able to create
a surplus and whether or not that surplus is
created with the deliberate aims or intentions
of investing this surplus in other more
economically productive enterprises. IT this
were the ca;; we should be able to detect a =
clear cut pattern of investment and therefore

patterns of capitalist development among these

farmers.

The extent to which production of tea and other
cash crops grown by the farmers relies on wage
labour and whether that labour is permanent or
casual. Capitalist production to a very large
extent depends on exploitation of labour by those
who own the means of production. This 1is why we
are concerned iIn this discussion with the use of

wage Qlabour by the tea farmers.

The degree to which the process of land
centralization has been and is still taking
place. Land centralization in ,a few hands will

have the effect of creating a group of landless
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people iIn the tea farming areas who can only
survive by selling their labour to land owners.
We are therefore interested iIn finding out the
process and extent of proletarization of the

less successful farmers.

It is necessary to start this analysis by
giving a brief background of the farmers we are
dealing with in order to be able to have a clear
picture of the extent to which the operations of the
Authority has affected theilr socio-economic conditions.
<The majority of the farmers we are dealing with were
introduced to tea growing and therefore to the Kenya
Tea Development Authority only about thirteen or so
years ago. Only about 6% of the sixty-six farmers
interviewed had been growing tea since before the
establishment of the Kenya Tea Development Authority in 1964.
Slightly over 50% of our respondents were purely
self-sufficient subsistence farmers and did not have
any other source of income at the time they joined
the Kenya Tea Development Authority project as small
scale tea growers. About twenty-four or 36.4% Jf the
respondents had at the time of starting to grow tea,
some source of regular cash income. Among these were

/
junior civil servants, drivers and primary school
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teachers while some worked In junior positions

in the private sectors especially in the big
commercial tea estates and factories around

Kericho District. The remaining 6% or so of the
farmers were at the time of joining the smallholder
tea scheme, engaged in some form of business or
another iIn the rural areas. Some of them owned
retail shops, beer halls, while others owned small

rural hotels.

By the time the author carried out iInterviews
among the Kenya Tea Development Authority tea growers
about 14% of the twenty-four who by the time of
starting tea growing were in some kind of employment,
""had left this employment. They had either retired
or resigned their formal employment to take up tea
farming. By the time we were carrying out the inter-
views therefore, about 70% of our respondents i.e.
the tea farmers, had only tea growing to rely on for
their source of cash income and livelihood. They, of
course, do engage in some kind of subsistence fTarming
but as we shall see later in this chapter, they pay
more attention to their tea since it is the only

source of “reasonable® regular income.

It is therefore no wonder that over 60% of our
respondents said that they were attracted to tea

growing mainly because it would provide them with
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regular income just like those who are formally
employed. There were of course, as we already
pointed out (chapter four) other reasons that led
to the interest in growing tea among the Africans.
Chief among the initial reasons was the removal of
the legal and administrative barriers to African
participation in cash crop farming. (see chapter
four). Several reasons were given by the colonial
government to justify the imposition of these rules
(see chapter three). With the relaxation of these
rules many Africans took up tea farming even before-
independence was achieved. More serious interest
however, came on attainment of political i1ndependence
“which was followed by a call from the country®s
political leaders to the Africans to grow these
cash crops. In fact in the case of tea, there was
a fTeeling that because of the tedious nature of the
tasks involved 1in its/pultivation, many people £n the
tea growing areas would not be willing to take it up.
Consequently, special farmers®™ committees were
established by the Special Crop Development Athority
and later by the Kenya Tea Development Authority to
popularize the idea and thereby attract many farmers.

We, however, argued in the last chapter that there
I

were several reasons why Africans got interested in
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tea production and that even without these special
committees the Authority would still have got the
number of fTarmers necessary for the success of the
project. These reasons were given in the previous

chapter.

As time went by and as the effects of the
Authority began to be felt many farmers joined the
organization mainly to be able to obtain the regular
monthly and yearly cash incomes from tea sales. These
yearly or second payments are probably more attractive
because it comes to the farmers iIn a lump sum. It is
the sum of the total number of kilograms of tea sold

-by the farmer to the organization every month times
the purchase price on the international market. For
example, if a farmer sells three hundred kilograms of
green leaf to the Kenya Tea Development Authority
every month, 1in one year he will have sold three
thousand six hundred kilograms of green leaf. IT the
average monthly price of tea for the year at the
international market where this tea was sold was ten
shillings per kilogram, then the farmer should “earn
thirty six thousand shillings (36,000/-) as second
payment that year. There will of course be some
deductions from this money to meet some of the

administrative expenses of the Authority and some to
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help iIn the redemption of the Authority’s loans
from the international donors. It should also be
noted that the price of tea both at the local
Mombasa auctions and at the international markets
will vary from time to time and in one year there
may be as many price variations as there are sales
that year. Nevertheless the second payments still

do come i1n a lump sum and is very attractive.

The monthly incomes on the other hand are
relatively meagre. They too depend on the price
per kilogram of tea sold by the farmers to the
"Authority. This however, is fixed and at the moment,
the amount paid to the farmer by the Authority for
every kilogram of green leaf is one shilling. From
this one shilling the Authority deducts 31 cents per
every kilogram of green leaf sold and therefore
every shilling. The cess goes towards some of the
administrative expenses including the Authority"s
contribution to the Tea Board of Kenya. (See chapter
four). For those farmers who borrowed or bought
fertilizer on credit, the Authority until Octoéer,
1980, used to deduct an average of eleven cents per
kilogram although many farmers said that it depends

t
on agreement reached between them and the Authority.
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Thus we see that after deducting the 31 cents
for cess and the 11 cents for the fertilizer a
farmer 1is left with only 58 cents per every kilogram
he/she sells to the Authority. This however 1is not
the net monthly income to the farmer. This fTarmer
has still got to pay his labourers from this money.
Labour for the tea pickers for the small scale
farmers is between 30 and 35 cents per kilogram of
green leaf sold. It 1s therefore possible that
the farmer only gets twenty three cents(-/23) per
every kilogram of tea sold. We saw that about 68%
of the farmers use wage labour and about 70% depend
von tea for their cash income. It is therefore very
clear from the information given above that the net
monthly i1ncome to a-farmer 1is very little. In fact
over 30% of the farmers in our sample had monthly
incomes as low as 100/-. It 1s however, valued very
much because of their dependence on the market for
various items such as food and clothes. It is, how-
ever, the second payment that is valued most and most
farmers are always looking forward to the day when it
would come. It is used for payment of school %ees
and is also a fundamental factor that determines the
possibility of accumulation and investment by the

farmers.
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According to our sample, fori®) (40) or sixty
per cent of the farmers received yearly incomes of
below Ksh. 5000/-. The majority of this sixty
per cent however earned between 1,000 and 2,000 Kshs.
The average income fTor the whole sample was 2,000/-.
A total of 16 farmers or 24_.2% of the whole sample
got yearly incomes of over Shs. 5,000/-. There were
also a few farmers who got a yearly income of 10,000/-.
These were, however, very few and comprised mainly
those farmers with larger farms of more than the
average size which was 2.2 acres... These farmers
sometimes had several small pieces of land with tea
in different parts of the district some of which were

registered iIn their children®s names.

Their incomes of 10,000/- therefore included
incomes from all these pieces of land. These were
also people with other sources of income and sometimes
these fTarmers are able to care better for their tea
since they are able to pay labourers well and there-
fore retain them for a long time without interrupting

|
the frequency of tea plucking. We noted that this
interruption of tea picking due to the frequent cases
of disertion by labourers 1is a major problem facing

/
the small scale Kenya Tea Development Authority



308

farmers i1n Kericho. Those with other sources of
income and with many pieces of land are therefore
in a better position than the others to retain

their labourers as they are able to pay them well.

One of the reasons why some farmers have
decided to have several small pieces of land with
tea iIn different parts of the district or division 1is
because initially, the Kenya Tea Development Authority
restricted the number of acres a farmer could plant
with tea. This was in an effort to facilitate proper
Bianning and control of the development of tea. They
wanted to know roughly how much tea to expect 1in the
factories everyday in order to plan for their process-
ing and marketing. It is this control that the
farmers wanted to beat by having different plots, some
registered in their wives®™ and children®s names.
Restriction of the amount of land a farmer could-plant
with tea was also done because the government wanted
to ensure that every tea farmer was left with some
land on which he/she could grow subsistence or -food
Ccrops. Although all farmers iIn Kericho do have
pieces of land for the purpose of growing subsistence
food crops, we found out that for v%rious reasons
already discussed, these fTarmers are not growing as
much food crops on these pieces of land as they did

prior to their involvement in tea production.
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We pointed out earlier iIn this chapter that the
monthly payments to the farmers are by any standards
very meagre and is not enough to allow for any savings
at all. It is used for labour and other daily

domestic necessities.

One of the main assumptions made by the Kenya
Tea Development Authority during its iInception was
that tea fTarmers would rely on family labour and that
"this would facilitate or enable the farmer to earn
a lot of money. While that assumption might have
been correct at the initial period, it is certainly
not so at present. We have already noted for example,
that 60% of the Kenya*Tea Development Authority
farmers i1n Kericho, where the bulk of our data was
collected, relied on permanent wage labour for tea
production while only about 15% said they used family
labour. The remaining said they used a mixture of
family and casual wage labour. Several reasons
account for the increasing use of wage labour by. the

t

small scale tea growers. First, is the fact that
since the introduction of “free®™ primary education
in Kenya most children of school going age who could
help In tea farms are now not availaﬁqe- Family

labour therefore means only a father or mother or both.
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These are however, too few to manage the tedious
tea jobs. Secondly, rural residents as we already
noted are very busy people and are called upon to
do various time consuming and sometimes conflicting
roles leaving them with very little time for tea
growing. They therefore are forced to resort to

the use of wage labour as a matter of necessity.

Thirdly, and this is a problem that is perhaps
only peculiar to Kericho tea farmers, 1is the
~historical fact that for a long time due to the
absence of iIndustries in the neighbouring Nyanza and
Western Provinces, a lot of labour from these
provinces was available to the Kericho growers. Since
this migrant labour wa-s in abundance i1t was relatively
cheap and so many farmers thought they would afford it.
Recently, however, this has not been forthcoming due
to the introduction of agro-industrial complexes .guch
as sugar companies in Muhoroni, Mumias, Miwani and
Awendo. Now labour 1is not only scarce but very

expensive.

t

The farmers however,- find that because most
children go to school and therefore there is no
strong family labour force, they have to supplement

t

family labour with wage labour. They, however,
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cannot use local labour because of the local

people®s attitude towards the job. The people

-- around Kericho traditionally were maize fTarmers

and cattle rearers and have very little admiration

for tea jobs.1n In fact many of them shun jobs

such as tea weeding and picking. This means that

the farmers have to look for and employ the scarce

expensive labour from the neighbouring districts.

This consumes almost all their monthly incomes that

they get from tea sales to the Authority. IT they

did not engage in wage labour their monthly incomes

would probably be sufficient to cater for their daily
needs such as food and ; " other domestic

requirements. However, because of the insufficiency

of monthly incomes-to purchase the farmers daily

requirements, they are always looking forward to the

second payments to supplement these monthly incomes.

They also use this to pay for their children“s”school

fees and to build their houses, maize store etc. From

the figures we gave regarding the yearly incomes of

these fTarmers, however, it is very clear that not many

of them can be able to save any of/jt after pa&ing for

school fees and purchasing items for domestic

consumption. Without savings they can hardly invest.

See Daily Nation, Tuesday January 1981,p.9
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Our findings revealed for example that the
average number of children per fTamily in Kericho
is five with an average of three children per
family going to secondary school. Most of these
we Tound out attend Harambee or Private Secondary
schools which are very expensive. In fact the
average amount of fees paid per year by a parent
was Kshs. 3,000/-. Most of this came from tea as
tfie majority of the farmers were found to be relying
almost solely on tea incomes. These and other
expenses make i1t almost impossible for the farmers

to save and invest part of the second payment.

In fact the little investment there was among
farmers, was recorded -only among the few who got a
yearly income of Kshs. 5,000/- and above. These were
also those farmers with additional sources of regular
income and with several pieces of land. Even among
these however, there was no clear cut pattern or
indication of a deliberate tendency to invest. Not
all those in this category of iIncome bracket invested
and some who invested said they were actually dging
so on the advice of either their educated sons or
daughters but not as a deliberate personal decision.
In fact, of the sixty six farmers interviewed only

14 of them actually said they had invested part of
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this “tea money." The major investment we fTound
out were iIn rental buildings, retail shops, small
rural hotels and "matatus®. The matatu business
is becoming very popular in Kericho both AtOong the
tea farmers and other residents of the area. This
could be attributed to the roads iIn the area built

to serve the Kenya Tea Development Authority.

It Is interesting to note that no investments
wtere recorded in farm inputs such as tractors. Out
of the 14 farmers with investments seven of them were
people without any other source of regular income but
had larger farms while six had other sources of
regular income and with more than the average acreage.
One of the 14 was a businessman before starting tea
production. It means that the other three farmers
who had business before taking up tea production and
who are included among the 14 with investments did not
actually engage in further investment. We can there-
fore see that the tendency to deliberately invest 1is
very low and is taking place at random. The major
reason seems to be that the majority of the farmers
are not able to iIncrease their productivity and
therefore their 1income. Secondly, 1t is because the
little money the farmers earn from tea is all spent
on the purchase of daily requirements necessary for

their reproduction.
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This seems to be the most iImmediate concern
of most of the fTarmers. Investments are not their
immediate priority. One finds that many farmers use
their cash incomes from tea for constructing food
stores, residential houses and for purchasing food-,
stuff. The building of these houses and stores takes
years to complete since their yearly incomes from tea
is also spent on several other items. It appears
therefore that it will be quite sometime before the
farmers think of and can be able to save and invest
part of their money in more productive ventures as a

deliberate policy.

There is however a tendency towards the
concentration of land in a few hands, a tendency that
may, in the long run, lead to rural capitalism Iin
Kericho. There was a tendency for those farmers whose
yearly incomes was Kshs.5,0C0/= and above to purchase
more and more land especially from the less successful
farmers iIn the district hence the phenomenon of several
farmers with several pieces of land. I did not manage
to obtain detailed figures to show the degree of land
transactions in the district and particularly between
or among the tea farmers. However, 1 found out that

6 of the 16 /
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farmers -who got 5,000/- and above and with additional
sources of income had bought pieces of land elsewhere
in the district with the intention of planting tea or
other cash crops. What is clear and seems to confirm
the tendency towards land transactions 1is the value of
land 1In Kericho. Over the last ten years, or so the
value of land in Kericho has been rising pretty fast.

In 1964 for example the price of one acre of land in

the, district was Kshs. 500/-. By 1970, this had
doubled to 1,000/-. Three years later in 1973 the
price doubled again to Ksh. 2,000/-. In 1974, it

was 3,000/- and 1979 the price per acre had risen to
Kshs. 10,000/-. The process of land centralization
in a few hands however, seems not to have taken a
definite pattern or been carried out extensively. In
the long run however, it could have important
implications for capitalist development in the area.
With land centralization, the fundamental means ol
economic production will be controlled by only a few
with the result that the majority of the population
will be forced to be mere labourers for the few land
owners. This 1is an important step in the develop%ent
of capitalism. Our own economic development policy
favours and permits this situation where only a few
are able to control a major means of pggduction like

land.
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The only explanation 1 was able to obtain
regarding the reluctance of many farmers to sell
their land was because of the anticipated future
needs and requirements of their children. Most
farmers do not own large amounts of land besides
the ones on which they grow tea as we already
pointed out. With the average number of children
per household being five many farmers fear that if
they sell their land now, their children may not be
ablexto own any land when they become of age. This
may lead to fights between or among them. In fact,
in two farms reportedly neglected by the owners, the
author discovered that the problem was that too many
sons or brothers claimed the right to the land which
was too small for TfTurther subdivision. In one of
these farms the father of the four sons had died
before dividing the land to the sons. The brothers
all wanting to benefit from the tea left by their
father, could not agree on how best to realize their
aims. Each tried to prevent the others from using
the land and plucking the tea. The result was that
tea plucking was abandoned and the land turned into
bush. I later learnt that quarrels between brothers
or sons for a piece of land left by a deceased father
V/as becoming a big problem. The problem is worse when
the father had two or more wives and this is a common

practice among the tea farmers in Kericho.
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Even after land consolidation some children

or rather sons feel they should have more right to
their father"s land than the sons of other wives.
As a result many farmers are very reluctant to sell
their land now. But with increased worsening of
their living conditions they could very well start
selling their land to the more successful farmers

and become mere sources of labour to those land

owners.

Finally, 1 want to say that the lack of clear
cut patterns of investment either iIn land or in other
economically productive enterprises among the tea
farmers could be explained also by the fact that we
are dealing with people who were introduced to cash
crop farming and the monetary economy only a short
while ago. (.Stage of our economic development).

Most were subsistence farmers at the time of joining
the tea iIndustry and were very poor in terms of money
and living standards. The money they received from

tea is therefore fTirst and foremost, spent on immediate
everyday domestic and other needs such as buildiné
houses and stores etc. They are in other words fTirst

and foremost concerned with improving their living

t
standards and conditions rather than with long term
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investments. Any investment done is not as a result
of deliberate plan but only accidental or incidental,
hence the randomness of these investments as we have
tried to show in our analysis. Decision to invest

is not the result of a deliberate and rational plan
aimed at obtaining the highest or maximum profit now
or in the future. We shall also add and note here
that a particular mode of production cannot be simply
replaced over a short period of time by another.

Even during the colonial period in Kenya, rural
differentiation and acceptance and adoption of the
new methods of economic production and organization
introduced by the settlers occured only to a limited
extent. It takes time and several conditions must be
fulfilled before a completely new mode of economic
production can be accepted and assimilated by any
group of people. Capitalist mode of production among
a rural community that was for a very long time purely
subsistence farmers require a long period of time

before it can be accepted by the tea farmers.

What seems clear however, is that among tho

Kenya Tea Development Authority farmers in Kericho
despite the absence of clear cut pattern and tendency
to invest, new economic relations are beginning to

emerge. At least we can no longer talk of a completely
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self-sufficient group of subsistance farmers or

a clear cut and dominant capitalist mode of production.

We however, Ffind it difficult to agree with Steeves

that the operations of the Kenya Tea Development

Authority have created sharp class distinctions between

owners of the means of production (land) and labourers.

Our

findings are that there are as a result of the

operations of the Kenya Tea Development Authority, 1iIn

-Kericho, new economic and social relations developing

but

these are not yet as clearcut and distinct as the

study by Steeves suggests* It iIs true however, that

the

assumed 1increased productivity attributed to the

Authority®s superior technology and organization has

not
and
the

tea

been equitably distributed among the tea farmers
this to some extent explains the development of
economic cleavages that are developing among the

farmers i1In Kericho.

"Attempts by the author to obtain Steeves® original

thesis entitled "Class Analysis and Rural Africa.

The Kenya Tea Development Authority"™ fTailed. However

an

of

abstract to this thesis was available In The Journal

Modern African Studies, 1973 p.123-132. It is from

this abstract that Steave®s conclusions refered to

were obtained.
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CHAPTER SIX

SUMMARY And conclusions

The purpose of this chapter is to summarise the
major findings arising from the study. A few policy
recommendations and suggestions for fTurther research
on public enterprises and especially the Kenya Tea

Development Authority will be given.

The central concern of this thesis has been to
discuss and throw some light on the management and
role of public enterprises in the socio-economic
development of Kenya, using the Kenya Tea Development
Authority as our case study. The thesis is organized
around two major themes. In the first iInstance it
analyses the manner in which the Kenya Tea Development
Authority is administered or managed and examines™"*"
certain administrative techniques and devices used by
the Authority, how they have been used and assess
their implications for and contribution to the
Authority®s effectiveness measured in terms of its
ability to achieve 1its laid down objectives. The

second major theme centres on assessing the role of the
/

Kenya Tea Development Authority on the socio-economic

transformation of Kenya. In carrying out this



321

assessment we took Into account the fact that the
Kenya Tea Development Authority is heavily

dependent on international capital. We were there-
fore asking and hope we answered the question”

What 1is the impact and effect of international capital
on the development of the country and the third world
generally? The impact of the Kenya Tea Development
Authority on rural development, the iImpact on the
small scale tea growers attached to it and the
implication of its reliance on international capital

for their country®s iIndependent or autonomous develop-

ment are raised and discussed.

The central concern of chapter one iIs to trace
the emergence and development of public enterprises
i.e. the theory and philosophy of public enterprises.
It was noted in this chapter that the i1dea of public
enterprises being used in the management of the -
economy Tfound its major articulation in the writings
of Karl Marx in the mid 19th century. The major
motive behind Marx®s call for the use of these .
institutions was political and centred around the
need to socialise the economy by having the workers

to control the major means of economi; production and

distribution. Marx was actually advocating for the
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abolition of capitalism and the institution of

private property.

We noted further in this chapter, that since
the writings of Karl Marx, the use of public enter-
prise has gained world wide acceptance and that
their establishment has been influenced by politico-
socio-economic factors, the specific Tfactors
responsible for their creation iIn specific countries
being varied from one country to another. In some
countries especially those of Eastern Europe political
factors based on these countries ideological
inclinations have been mainly responsible for the
use of public enterprises. In Western Europe on the
other hand, it has been mainly economic factors such
as the reluctance of private capital to initiate
develgpment and to participate iIn economic ventures
involving high risks and the general poverty of a
country that have tended to play the major role. In
certain cases we noted, the establishment of public
enterprises was influenced by “national interest”
usually taking the form of fearing the dangers of
leaving certain economic activities considered
crucial for the survival of the state,- in private
hands. The important thing to remember in th%s

discussion of the theory and philosophy of public

enterprises is that broadly speaking their
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establishment has been influenced by political,
social and economic factors and that the extent
to which one factor was responsible varies from
one country to another. It is also important to
remember that these organizations are now used
world wide irrespective of the country®s political

ideology.

In chapter two we traced the emergence of
public enterprises in the developing world generally
and in Kenya in particular. The discussion in
this chapter as in the first one is historical in
approach and traces the emergence of these
institutions during colonialism and after. Several
important points emerged out of this discussion.

We noted for example that public enterprises during
the colonial period were few iIn number and were
confined to agricultural sector which was in eve?y
respect dominated by the white settlers which they
were meant to serve. These institutions we pointed
out, came to prominence just before and after the
second World War. Several factors were noted as
having a direct influence on the establishment of

the colonial public enterprises. First was the fact

that the European settlers who came to practise
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plantation agriculture were poor and lacked
experience in large scale farming. They, there-
fore, needed state fTinancial assistance or

better terms than they got from the private credit
institutions. They also needed to establish a
monopoly over the production and distribution or
marketing of the cash crops and protection from
competition by Africans. The colonial government
responded by creating publicly financed institutions
starting with the Land Bank of 1930. Most of these
public institutions during this period were

regulatory and marketing boards.

The collapse of the colonial rule and the
subsequent attainment of political independence in
1963 left the country 1in dire need for development
capital and other resources. Colonial socio-economic
policies did not permit the economic development of
the Africans and at independence there was no
indigenous private capital or substantial capital
owned and controlled by the state. There was also
the fact that vast areas of the country were hardly
developed, were remote, and the little private
capital that there was, was reluctant to participate

in these areas because of the high economic risks
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involved. There was at the same time an urgent

need for the Africans to participate in the

economic management of their country. This how-
ever, could not happen unless they had access to
capital. It was to the government that people
looked for assistance. The government realized how
dangerous politically it would be to let the
situation be the way it was, and responded by
establishing public enterprises in almost every
sector of the economy. This would facilitate the
Africanisation of the economy which the government
saw as the political answer or solution to the
problem. The public enterprises were also seen as
means to redressing the uneven or unbalanced develop-
ment of the country-.” The point we noted iIn this
chapter and which is of great relevance to the
discussion of the role of these enterprises iIs that
they are heavily dependent on international capi-tal.
It is al8 worth noting here that public enterprises
in Kenya were not meant to replace private capital,
rather they were meant to supplement it. This -
explains why most public enterprises in Kenya are
actually joint ventures between the government and

private capital, mostly international capital.

t
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As a prelude to discussing the actual
management of the Kenya Tea Development Authority
the thesis discusses in chapter three the develop-
ment of the Tea Industry iIn Kenya right from 1903
when the first tea crop was planted iIn the country
by a European settler near Limuru. Several
important points emerged from this discussion and
are worth noting here. Our findings are that the
Kenya Tea Industry was for a long time dominated
by large foreign private companies notably Brooke
Bond and James Finlay, now African Highlands. The
local settlers were unable to grow the crop
apparently because it was believed at; the time
that tea could only be successfully cultivated on
large scale farms, something the local fTarmers
couid not do because they were poor and lacked the
organizational experience. It was pointed out that
the tea industry in Kenya was brought under
statutory control only in 1950 with the establish-
ment of the Tea Board of Kenya, a public enterprise.
This development we noted was due to the colonial
adminstration®s recognition of the iImportant role

the crop was assuming in the colonial economy.

A further important point worth noting here

is that even after the industry was brought under
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statutory control, it was still dominated by
foreigners with very little local"s participation.

It was not until the controversial 1954 Swynnerton
Plan was published that Africans were allowed to
grow the crop on small scale basis with government
assistance. The recommendations of this plan
resulted in the establishment of the Special Crop
Development Authority the predecessor of the Kenya
Tea Development Authority. These Authorities were
given the objectives of promoting the development

of tea growing among the Africans. We noted that
the plan did have the political objective of
apeasing the Africans in order to create some amount
of political cogtentment that was considered
necessary fTor the survival of the colonial political
system. In 1964, the Special Crop Development
Authority was replaced Jay the Kenya Tea Development
Authority and we noted that since then the African
smallholder sector has expanded dramatically from
about 4,471 hectares in 1964 to about 51,575 hectares
in 1980. This sector has contributed a lot to "the
number two position that the tea industry now occupies

in terms of i1ts value to the country"s foreign exchange

and export earnings. >
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The chapter also discusses the other
organizations that make up the Tea Industry.
These i1ncluded the Tea Research Foundation, the

Tea Board, Kenya Tea Packers Association, etc.

In chapter four we discussed the management
of the Kenya Tea Development Authority. Prior to
this however, we undertook a brief overview of the
management of Public Enterprises in Kenya generally.
Several important points were noted in this discus-
sion. In the first place we noted that public
enterprises in Kenya are officially created by acts
of parliament which define their objectives, duties
and responsibilities. It was also noted that all
public enterprises iIn Kenya are run by boards of
management usually appointed by the relevant Minister
under whom the enterprise falls. The Chairman of
parastatal bodies are usually appointed by the

President.

For a long time Kenya®"s parastatals enjoyefl a
very large degree of internal autonomy as compared
to the civil service. This autonomy and lack of
uniformity in the management of these”™ organizations

was considered responsible for the poor performance
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of these enterprises by a government commission

set up to study their management. The problem

was that the autonomy was not accompanied by
responsible administrative behaviour and manage-
ment . The result or tendency was towards mis-
appropriation of enterprise funds by those who
managed these organizations. Several attempts

were therefore made as a result of the recommenda-
tions of this commission to establish some amount
of control and uniformity in the management of
these organizations. These measures 1included the
establishment of the parastatals Advisory Committee
under the office of the President and the categori-
sation of parastatals into six major groups with
each group having specific rules and regulations
governing their operations and management. These may
in fact introduce a certain amount of rigidity that
may not be good for the efficiency of these -

organizations.

Regarding the management of the Kenya Tear
Development Authority, our discussion focussed on
the major administrative techniques and devices
used by the Authority in its attempts to achieve Iits
objectives efficiently. These include the control,

structure and system in the Authority, the extension
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staff and how they operate, coordination, plann-

ihg and centralization of decision making etc.

We assessed their contribution to the effective-

ness of this enterprise taking iInto account the
manner in which they are used and the environment

in which the enterprise operates. It was noted

that although the way in which the above
adninistrative devices have been used has greatly
contributed to the apparent iImpressive performance

of the organization, they have not functioned as
efficiently and as effectively as is generally
believed. Several problems face the attempts by

the extension staff, for example, to work efficiently.
These problems include vast distances between farms,
too many farmers under the control of any one
extension officer, too much work required of them
etc. all these plus other physical and administrative
problems make their work difficult. In several

cases we Tfound out that they hardly visit the farmers
as required yet their TfTield report books do not,
reflect this. This makes i1t rather inadvisable to
rely on these fTield reports as the information
contained in them is hardly ever verified. Field

demonstrations carried out by the Agricultural
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Assistants were also found to be ineffective as

they are usually concentrated on the farms which
are already successful. Most farmers fTeel they
cannot reach the standard of these successftul
farmers, thus making the iImpact of these demonstra-

tions very minor.

We noted that there are several advantages
that the Authority enjoys from the existing relation-
ship between i1t and the Ministry of Agriculture.
Such advantages include the fact that the Authority
can use the Ministry to defend i1ts actions when under
attack from the public. Inspite of such advantages
however, our research revealled that there are also
several administrative problems that arise precisely
due to this relationship. For example the requirement
that all official claims made by the Authority"s--
extension staff be passed through the Authority before
they are finally paid by the Ministry causes alot of
unnecessary delays which we found out has had t?e
effect of killing the morale and initiative of most
of the extension staff attached to the Authority.

Most of the affected officers expressed unwillingness
/
to spend their own money in advance of payment as
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they pointed out the reimbursement takes a very

long time.

There was also the problem of the promotion
of the seconded extension staff being dependent
on the recommendation by the Kenya Tea Development
Authority. Many extension officers felt that they
have no chance of promotion because the standards
of the Kenya Tea Development Authority are very
high compared to those of the generalist staff
directly under the supervision of the Ministry of
Agriculture. This feeling that they are at a
disadvantage i1n comparison with their generalist
counterparts has als© bad the effect of lowering

their morale and therefore interest in their work

Our discussion of the decision making process
revealed that the current centralization of decision
making at the head office 1is not good for the
efficiency of the organization. This is because
the nature of some of the Kenya Tea Development |
Authority operations are such that certain decisions
could be best made at the fTield level.” One of the

reasons why delegation of decision making powers 1is

not practiced iIn the Authority, we noted, was because
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field officers all of whom are of very low rank
and status. It iIs our recommendation that the
status of these officers be raised and that they
should be given decision making powers in some
areas of responsibility. Departmental heads at
the head office should also be given a chance to
participate in decision making through regular
interdepartmental meetings instead of leaving all
decision making powers in the hands of the General

Manager, the Chief Executive of the Authority.

In the recent past it was noted, a lot of
political support and influence in the affairs and
management of the Authority has been very evident.
The whole process started iIn the mid 1970"s when
during acute tea shortages in the country a very
powerful politician defended and supported the then
General Manager of the Authority from attacks by
both the public, the press and members of Parliament.
This defence was given despite the evidence that the
General Manager was actually using the Authority"s
trainee Managers to run his own private tea factory
at the expense of the Authority. Intrusion of

politics was also seen in the recent appointment of
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the General Manager by the President, which

according to sources at the Authority was done
on political grounds. Previously the General

Manager®s appointment and this is stipulated in
the act, was the responsibility of the Board of

Management.

Political 1interference aside, our study
revealed that all the departmental heads including
the General Manager and the Chairman were all people
from one ethnic group. The same was true of all the
deputies and assistants. All these plus the heads
of departments came from the same one ethnic group.
These two factors 1 .e. political interference and
tribalism has encouraged this Authority to be run
like a private family concern with private interest
replacing public interest. IT not checked this
situation may lead to the disintegration of the
enterprise. The fact that the Authority has very
clear cut division of responsibilities and duties
between departments was regarded as very important
for the achievement of its objectives. Everybody
in the organization knows which department does what
and what 1s expected of each and everybody as an
employee of the organization. This clear cut

division of duties and proper perception of one"s
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responsibilities fTacilitates prompt action and

makes everybody work hard. The lack of clear out
division of responsibilities and duties are
responsible or greatly contribute to the poor

performance of public enterprises in Africa.

In chapter five we discuss and analyse the
role and contribution of the Kenya Tea Development
Authority to Kenya"s socio-economic transformation
taking into account the fact that the enterprise
is heavily dependent on international capital. The
discussion also takes into account the country®s
internal socio-economic development policies within
which the Authority has to operate. We noted that
several tangible benefits have acrued from the
operations of the Authority iIn terms of good roads
provision of clean water, electricity as well as
its contribution to the country®s foreign exchange
earnings and rural employment. We also noted that
in terms of promoting the growing of tea on small
scale by the Africans, the Authority, has on the"
whole been successful. This 1is because in terms of
numbers the Kenya Tea Development Authority has
attracted thousands of small scale tea growers now

attached to it.



The problem we found out, however, is that
this success measured in terms of the number of
growers attached to the Authority has not been
accompanied by an egaliterian distribution of iIncome
and improvements that arise from the activities
of this Authority. The tendency has been for more
and more to get poorer while only a few get richer.
Factors accounting for this included the fact that
the tea growing is a very demanding crop in terms
of 1inputs and time. Only very few farmers are able
toafford these expensive iInputs and time to care
properly for the crop so as to be able to acquire

reasonable cash 1incomes.

A point was also made that the fact that the
growing of tea is very demanding especially with
regard to the amount of time and attention it
requires, most farmers do not have enough time left
for the growing of other crops especially subsistence
crops. The result has been a tendency towards the
production of less and less food crops and furhfer
dependence of the country on imported food stuff.
This situaiton in which the county™ found itself in
at the beginning of the 1980°s may, i1f allowed to
continue, be very dangerous politically. With less
food and little money the majority will feel discon-
tent and this will increase the existing socio-

economic contradictions and intensify the struggle
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and the poor a major phenomenon that 1is encouraged
by the country®s 1internal economic development

policy.
So,tie Recommendations and Suggestions

From our discussion of the theory and philosophy
of public enterprises, it was noted that one iImportant
aspect of these institutions considered vital for their
efficiency 1Is management autonomy including financial
as well as personnel management. Traditional Civil
Service rules and regulations were found to hinder the
efficiency of large scale organisations and was one of
the reasons that gave rise to the creation of public
enterprises in many countries especially in Europe.

It is because of the need to have some amount of
internal management autonomy that this study strongly
recommends that the new control measures particularly
those requiring some parastatals to follow closely the
rules and regulations of the” givil service should be
introduced and excercised with caution. They should
not be applied at the expense of the parastatal®s

efficiency.

Perhaps in this regard the Kenya Government
should learn the lessons and reasons behind the success
of the famous Tennessee Valley Authority established
in 1933 by the U.S_A. Congress. According to a study
of this authority by Philip Selznick®", one of the
major reasons TfTor its success

1

-Selz*nick, P. T.V_A. and the Grass roots: ,A study
in Sociology of Formal Organisations. Harper and
Row, 1966.
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was the fact that it insisted on managerial autonomy

especially i1n terms of having personnel and financial

control
that

and management. The management considered

internal management autonomy was essential for

the success of this organization. The Tennessee

Valley Authority and its managers were happy that the

U.S.A.

government permitted this. It avoids possible

red tape which iIn many cases 1iIs a major cause of

inefficiency.

It is recommended further that:

IT the Kenya Tea Development Authority wishes
to ensure that the extension staff visit the
required number of tea farmers in their

efforts to improve the quality of tea grown,
then their numbers should be iIncreased. At

the moment their numbers are too small compared
to the ever 1increasing number of farmers. It
is difficult at the moment to attribute the
good quality of tea to the work of the extension
staff as they hardly-visit all the farmers
adequately.

A method should be devised by the Authority to
ensure that the information contained in the
junior Agricultural Assistants®™ fTield report
books reflect the true picture of what 1is
happening before they can be relied upon. One
way to do this would be to increase the number
of Agricultural Assistants whose job would »
only involve the supervision of the junion
Agricultural Assistants. Farmers could also be
required to sign these books each time they are

visited. ,
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Regarding the use of field demonstrations
as a method of educating the fTarmers on

how to improve their yields we came to the
same conclusions as did Mbithi in 1973 that
these demonstrations should not be done on
the farms of the successftul farmers but on
the farms of the less successful fTarmers.
We consequently suggest that even though the
Ministry of Agriculture and therefore the
government has been reluctant to implement
the Mbithi recommendations, 1t is an 1idea
worth trying. It might create the intended
impact by encouraging the less successful
farmers to emulate what is demonstrated.

At the moment they regard the standards set
by the more successful fTarmers as too high
for them to achieve.

One of the bottlenecks iIn the administration

of the Kenya Tea Development Authority is

the inability of the field level staff to

make decisions that affect their operations

in the field. Decision-making in the
organisation 1is highly centralized at the

Head office. This has caused delays in making
and implementing several important decisions in
the fTield.

The fTield level staff are not allowed to<
make decisions partly because theilr positions
are very junior 1in the organization

/
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and they lack knowledge of many aspects of
the Authority"s policy. We have therefore
recommended that in view of the iImportance

of quick decision making iIn organizations,
the positions of the field level staff of

the Authority be elevated and qualified
people appointed. This 1is particularly
important given the fact that most operations
of this enterprise are based and carried out
in the fTield. IT this recommendation was
implemented the efficiency of this enterprise
would most likely increase.

It 1s suggested that in view of the lack of
reliable transport for the extension staff,
the Authority should provide them with
reliable transport. This can be done for
individual officers or in groups. This
would make their visits to farmers easier.
At present they depend on public transport
which s not only unreliable but also

expensive.

The Authority should also look into the method
of payment of claims made by the extension
staff in respect of all official costs incurred
by these officers. At the moment all these
claims have to pass through the Kenya Tea
Development Authority to the Ministry of
Agriculture which pays them. This takes a laxf)
time and is not good for the morale of these
workers. As a result they are very reluctant
to inccur expenditure on official work in
advance of payment. The Authority dhould pay
them and claim from the Ministry of Agriculture
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Econ-omic Control and Nationalisation.

Real independence implies that a country®"s
development is not controlled by events and
activities or developments taking place iIn another
country. An independent country should therefore
decide on its own development policies and priorities,
It must also have firm control and direction of its
economic institutions especially those which are
regarded as vital for its economic development.

The situation iIn Kenya is that her internal
development has, to a large extent, been dictated by
developments and activities occuring iIn other countries,
particularly in the developed Western countries. This
has been the case precisely because many of the country®s
vital economic resources and institutions including her
public enterprises are controlled and sometimes owned
by foreigners. Our public enterprises, considered very
vital for the economic and social development of the
country are almost wholly dependent on and controlled
by international capital. __(government shares in Mumias
Sugar Company Tfor example is only 12%, the rest being
controlled by foreign international capital.

International capital, according to dependency
theorists whose arguments 1 tend to agree with, 1Is a
force that i1s only interested in and is responsible
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for the extraction and repatriation of economic
surplus produced in the third world countries,

to the metropolitan cities. This as we already
noted results only in the improvement of the
developed economies while underdeveloping the
third world economies especially the people in

the third world. In the case of the Kenya Tea
Development Authority we saw that the increased
productivity is not equitably distributed and that
the majority of the farmers attached to this
organization are getting poorer and poorer. One
of the explanations for this 1is that pa.rt of the
money that acrues from the increased productivity
is shared by many orgnaizations including interna-
tional capital iIn the® form of donor organization

which tend to appropriate more of this income..

This situation has of course been encouraged
and made possible by our own internal economic
development policies as spelled out iIn Sessional
Paper No. 10 of 1965, on Socialism and i1ts Application
to Planning in Kenya. This policy encourages éhe

development of classes and the doirnnettion and

exploitation of the majority by a few. It is this

/
development policy also that has encouraged the
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domination of the Kenya economy and development

by international capital. It seems clear

therefore that if the country has to operate

her public enterprises iIn a way that

would benefit the majority of population then it

must re-examine her internal economic arrangements

and development policies with a view to being self

reliant. Secondly, this would require the control

of the economic institutions and other development

resources by the people through the state. In

economic terms this would require the disengagement

fromt-he present capitalist domination by the

developed world and international capital. In

political terms this would mean nationalisation of

the country®s major economic institutions and means

of production especially public enterprises that at
CM

the moment relyNand are controlled by private »

international capital.

It 1s only through true public ownership
and socialisation of the economy that the majority
of the people can hope to benefit equally from ~
their operations. But nationalisation or collective
ownership will not only facilitate the liberation of
the majority of the people from expol}tation whether

internal or external, it will also liberate the local

comprador nationalist and capitalist from oppression
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and exploitation by international capital and
imperialist control. This will require that our
political leaders radically alter their thinking

and attitude which at the moment is not in the
interest of the majority. It is in fact advisable
that they change their thinking because as
capitalism which they are bent on promoting

develops and matures, it will create two dialecti-
cally opposed classes whose struggles to control
state machinery may not augur® well for the comprador

nationalist and the system they are now defending.

Finally this study does not claim to have
covered all that can be studied about public enter-
prises in Kenya and certainly it has not covered
everything about the management and role of the Kenya
Tea Development Authority in socio-economic develop-
ment. As we pointed out at the beginning, we had to
limit the scope and area of our study and focus
because of the constraint of time and financial and
other resources. This is for example why the study
did not cover all the areas in which the Kenya Tea
Development Authority operates. A comparative study
of the iImpact and role of the Kenya Tea Development
Authority in the different areas in which It operates

would be quite useful in telling us the overall
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effects of this organisation. This is an area

where future research on parastatals and the
Kenya Tea Development Authority should probably

look iInto.
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TO
DEC

1963

1964
1965
1966

1967
1968

1969
1970
1971
1972
1973
1974
1975
1976
1977

1978
1979
1980

ESTATE

PLANTED PRODUCTION
HECTARES KGS

17,921 17,770,383
18,591 19,615,777
19,327 19,027,163
20,102 23,846,177
20,809 20,563,555
21,329 26,359,730
21,840 30,333,367
22,289 33,109,169
22,838 28,221,634
23,268 40,193,463
23,635 41,505,197
24,087 37,259,318
24,337 38,814,557
24,539 40,521,833
24,859 55,554,370
25,159 58,552,159
25,424 61,641,351
26,025 66,000,000

Source:

APPENDIX A

SMALL HOLDER

PLANTED
HECTARES

3,527
4,471
5,429
7,238

9,269
12,233
14,685
17,985
20,528
26,493
31,161
34,648
37,205
41,412
43,641

46,910
48,876
51,575

PRODUCTION
KGS

311,980
624,853
796,011

1,527,481

2,248,059
3,402,760
5,777,160
7,976,425
8,068,220
13,129,006
15,072,903
16,180,350
17,915,222
21,462,626
30,737,048

34,821,260
37,633,936
44,000,000

TOTAL

ESTATE/SMALL
HOLDER HECTARES

21,448
23,062
''24,756
27,340

30,078
33,562
36,525
40,274
43,366
49,763
54,796
58,735
61,542
65,951 1
68,500

72,069
74,300
77,600

¢ TOTAL

ESTATE/SMALL HOLDER TOTAL EXPORT LOCAL

PRODUCATION KGS

18,082,363
20,240,630
19,823,174
25,481,658

22,811,614
29,762,490
36,060,527
41,077,594
36,289,854
53,322,469
56,578,100
53,439,668
56,729,779
61,984,459
86,291,418

93,373,419
m99,275,287
110,893,358

Compiled by the Author from Tea Board of Kenya Statistics.

KGS

15,353,636
16,422,313
16,823,174
23,282,084

18,115,977
27,839,247
32,951,963
33,851,055
30,072,656
47,483,857
50,528,200
49,646,800
52,632,600
59,154,300
75,257,865

80,791,032
88,984 .528
96,500,000

CONSUMPT ION

2,728,727
3,820,217
3,766,235
2,155,574"

4,695,637
1,924,243
3,108,564
5,659,318
5,691,416
5,838,612
5,049,900
7,075,987
7,472,129
8,068 ,210.
9,578,493
11,004,360

12,462,391
13,500,00



ACTUAL VALUE OF KENYA TEA DEVELOPMENT

AUTHORITY TEA, 1963 - 1980

APPENDIX B

PRODUCTION  (kg)

YEAR

ESTATE
1963 17,770,383
1964 19,615,777
1965 19,027,163
1966  23m846,177
1967 20,563,555
1968 26,359,730
1969 30,333,367
1970 33,101,169
1971 28,221,634
1972 40,193,463
1973 41,505,197
1974 37,259,319
1975 38,814,557
1976 40,521,833
1977 55,554,370
1978 58,552,159
1979 61,641,351
Estimate
1980 66,000,000
GRAND TOTAL

SMALL HOLDERS kg (Shs.

311,980

624,853

796,011
;,572,481
2,248,059
3,402,760
5,777,160
7,976,425
8,068 220
13,129,006
15,072,903
16,180,350
17,915,222
21,462,626
30,737,048
34,821,260
37,633,936

44,000,000

VALUE

7.21
6.77
7.39
6-99
7.61
6.28
5.67
6.61
6.69
5.95
6.13
8.45
8.55
11.10
19.78
13.36
12.37

13.70

TOTAL
ESTATE

128,124,460
132,798,810
140,610,730
166,684,770
156,488,650
165,539,100
171,990,190
218,798,720
188,802,730
239,151,100
254,426,850
315,841,230
331.864,460
449,792,340

1,098,865,400

782,256,840
762,503,510

904,200,000

/

Compiled by the Author from Tea Board Statitics

VALUE (shs.)
SMALL HOLDERS

2,249,375.8
4.230,254.8
5,882,521.2

10,991,642
17,107,728
21,369,332
32,757,497
52,724,169
53,976,391
78,117,585
42,396,895
136,723,950
153,175,140
238,235,140
607,978,800
465,212,030
465,531,780

602,800,000

6,607,739,890 3041,459,230.8
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APPENDIX C
KENYA TEA INDUSTRY : ORGANIZATIONAL CHART

MINISTRY OF AGRICULTURE

(PARENT MINISTRY)

\%
TEA BOARD OF KENYA

ESTATE"S SECTOR TEA RESEARCH FOUNDATION  KENYA TEA

(T-R.F.) DEVELOPMENT
AUTHORITY

(K.T.D.A.)
ASSOCIATED TEA KENYA TEA
GROWERS OF KENYA PARCKERS-

ASSOCIATION
(K,E,T.E.P.A.)

(A-T.G.0.K.)



APPENDIX D

THE LOCATION OF TOE 29 OPERATIONAL KENYA TEA DEVELOPMENT

AUTHORITY TEA FACTORIES.

NAME OF FACTORY " YEAR COMPLETED DISTRICT WHERE SITUATED

1. Ragati 1957 Nyeri

2 . Chinga 1964 Nyeri

3. Mataara 1964 Kiambu

4. Kangaita 1965 Kirinyaga

5. Litein 1966 Kericho

6 . Nyakoba 1966 Kisii

7. Imentl. 1971 Meru

8. Kebirigi 1971 Kisii

9. lkumbi 7 1971 Muranga
10. Tegat 1972 Kericho
11. Chebut 1972 Nandi
12 . Mungania 1972 Nandi

13. Kiambaa 1973 Kiambu
14. Kanyenyaini 1973 Muranga
15. Nyansiongo 1973 Kisii

16 . Githongo 1975 Meru 1
17. Kiamokama 1975 Kisii

18. Thumaita 1975 Muranga
19. Kapkoros 1975 / Kericho
20. Githambo 1978 Muranga
21. Gathuthi 1978 Nyeri
22 . Njunu 1979 Muranga

23~ Kimunye 1979 Kirinyaga



NAME OF FACTORY

24. Nyanache
25.  lriani

26 . Gatunjuirini

27. Kaptet
28 . Ganyanyi
29. Thete

YEAR COMPLETED DISTRICT WHERE SITUATED

1979

1980

1980

1980

1980

1980

Kisii
Nyeri
Muranga
Kericho
Kisii

Kiambu

FACTORIES UNDER CONSTRUCTION DURING 1981 YEAR

NAME OF FACTORY

-Ndima
-Mau
Makomboki

Tombe

DISTRICT WHERE SITUATED

Nyeri
Meru
Muranga

Kisii.



CATEGORIES AND

OF PARASTATALS

CATEGORY A :

CATEGORY B

CATEGORY C :

APPENDIX E

SALARY SCALE FOR THE CHIEF EXECUTIVE

Kenya Commercial Bank, National Bank of
Kenya.
Salary Scale: K 8,718 x 360 - 9,789 x 420 -
11,058 p.a.
Industrial and Commercial Development
Corporation, Agricultural Finance Corporation,
Kenya Re-Insurance Corporation, Kenya.
National Assurance Company, Industrial
Development Bank, Cooperative Bank of Kenya.
Salary Scale: K 7,854 x 288 - 8,718 x 360 -
9,798 p.a-
East African Power and LightingCompany,
Kenya Railways Corporation, Kenya Post and
Telecommunication Corporation, Agricultural
Development Corporation, Kenya Airways, Kenya
Tea Development Authority, National Housing
Corporation. "
Salary Scale: K 7,098 x 252 - 7,854 x 288 -

8,718 p.a.

/



CATEGORY D

CATEGORY E

360

Tana River Development Authority, Kenya Posts
Authority, Kerio Valley Development Authority,
Lake Basin Development Authority,

Irrigation Board, Kenya Industrial Estates,
National Cereals and Produce Board, Kenya
National Trading Corporation, Kenya External
Telecommunication, Kenya Planters Co-operative
Union, Kenya Co-operative Cremaries, East
African Portland Cement, Kenya Farmers
Association, Kenya Tourist Development
Corporation.

Salary Scale: K 5,946 x 216 - 6,594 x 252 -

7,350 p.a.

National Construction Corporation, Pyrethrum

Board of Kenya, Kenya Meat Commission, Cotton

Lint and Seed Marketing Board, Coffee Board of

Kenya, Kenya Pipeline Company, Kenatco
Transport Company, Kenya Cargo Handling,
Kenya Post Office Savings Bank, Kenya Film

Corporation, Milling Corporation of Kenya,

Kenya Cashewnut, Mumias Sugar Company,

Chemelil Sugar Comapny, South Nyanza Sugar Company,

Uplands Becon Factory”™African Tours and Hotels,
East African Sugar Industries.

Salary Scale: K 4956 x 186 - 5,511 x 216 -

6,162 p.a.
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CATEGORY F : All the regulatory, consultative,
advisory, Educational and other

miscelleneous institutes.

Salary scale for these parastatals shall
be identical to those payable in respect !
of similarly graded posts in the civil

service.

Note: These salaries are fixed only for the Chief
Executives. The rest of the employees®™ salaries,
are negotiable but must take into account the
salary of the Chief Executive; there #s therefore
bound to be differences iIn salaries between other

staff of different categories.
Daily Nation, Friday Feb. 27, 1981.

/



THE QUESTIONNAIRE

Name of farmer......

Plot No....

Size of Plot ... 1*0?6. - .- oo ii i

Age of farmer.._._. LAt

Marital Status . .._._._._._._. ... ._._._._. Mawraed/Single

SeX e e Male/Female.

No. of wives ..... 1

No. of children..... L

No. of children going to school __.. ... .._.......
Farmer®s original place of birth.. ... ........ District ..
[ = oo

IT not born in this District/Location/Village give reasons

why you came to settler hero.

L o m e e e e e e e e e e e e e e e e e e e e
2 e e e e e e e e e e e e m e e e e e e e
A
4 e e e e e e e e e e e e

When did you settle here? ... ... ... .o
(No. of years ag0) - - - o i oo i i e e e e
How did you acquire this/these piece(s) of land? ,

(®  bought”;.

() inherited from parents

(©) allocated by government.

(@ other - specify.



14.

16.

17.

19.

21.

N

24.

When did you first grow tea? ........

(@ before independence

(b) 1mmediately after independence

(©) just a few years ago.

What was the size of the first crop? ..... ... ... ......
What is the present size? ... ___._._.._..... (No. of acres)

Do you grow other cash crops? Yes/No.

IT Yes, name the crops 1............ 2 o 3-.-

What s the approximate acreage of each of the above

Do you grow subsistence crops Yes/No.
ITf No, why not? _______ . . .. .. .. ._._....

IT yes, how many acres of subsistance crops do you have?

Which of the above is more difficult to gorw.
(@ Tea

(b) Other cash crops

(©) Subsistance crops.

Has the growing tea affected the cultivation of
(@ Other cash crops.

(b) Subsistance crops.

IT yes, please explain in which way this has phappened.



36*

31. What was your occupation before you started g"rowing tea.

(@ subsistance fanner

(b) Businessman

(© Civil servant (salaried worker)

() other specify.
32. IT businessman, please specify the type of business..........._.
33* What led to your interest in tea growing?

(@ attracted by the regular monthly cash incomes.

(b) attracted by the regular yearly cash incomes.

(©) persuaded by officials of the Ministry of Agriculture

and those of the Kenya Tea Development Authority.

(d Any other - specify.
3. How often is your farm visited by officers from the Ministry

of Agriculture and of the Authority?......... 1
35. Where did you obtain the capital (money) for your FTirst tea crop?

(@ loan from the Kenya Tea Development Authority

() loan from a co-operative society.

(©) Personal Source.
36. |If you obtained a loan from the Authority, please indicate

the method of and source of repayment.

37. How do you carry out your tea production? _._.._._._._.__.
(@ Dby "permanent wage labour?
(b) casual labour
(© fTamily labour

(d other-specify



47.

49.

- 3Bt
IT by wage labour, please ir.dic®.e ~ow much you pay the
labour per month . _____._.__.._._.___._._. per year . .._.__.__._.. <

at any other time when labour is USed?

Do you experience any problems with the availability or any
other aspect of labour? Please explain ..._..._. ... .. ........
How frequently do you harvest your tea? Please indicate

how many kilograms of teayou harvest every day. How are you

paid for the tea you harvest?. .. ... _ .. ... .-..... .

What was your last month’s income from tea?.._.._____._._.._.._. -y
What was your last yearly income from tea?........_.._...... .
What was the largest yearly income from tea?

When did you get this money?. ... .. . ... .- ._.-.-. (year)
Does the Authority deduct any amount from either your monthly
or yearly Incomes? Yes/No.

IT Yes, how much is deducted and for what reasons? (Please
explain).

What farm implements and inputs have you bought and do you
use to improve your tea cultivation.

(@ tractors

() Tfertilizer

(©) chemical sprays

(d any other-specify.

How much fees do you pay yearly for your children who go to

SChOOl? . . e e m e



51.
52.

366

Are you able to save any of the money you earn from tea

sales? Yes/No.

How do you market your tea?
(@ through a co-operative
(®) individually

(© anyother __.__._..

What problems do you encounter in marketing your tea?
(@ transport.

() quality.

(© any Other.



