This work is licensed under a
Creative Commons Attribution-NonCommercial-
NoDerivs 3.0 Licence.

To view a copy of the licence please see:
http://creativecommons.Org/licenses/by-nc-nd/3.0/



()

CREDITASAVINGS IN RURAL KENYA:
4N EXANPLE FROM KISIT

LIZRARY By
21 FEB 1990

i N ;ﬁfl' .
Dev~lesment STes

1DS Information Resouree Unnt
University of Sussex )
Falmer. Brighton BN ORE, UK

Philip Raikes
PLEASE RETURN BY

WORKING PAPER NO. 466

INSTITUTE FOR DEVELOPMENT ST
UNIVERSITY OF NAIROBI
P.0. Box 30197
NAIROBI, KENYA

March 1989

\

The views expressed in this paper are those of the author. They
should not be interpretated as reflecting the views of Institute fol
Developuent Studies, or the University of Nairobi.

This paper is not for quotation without peruission of the
author, as specified in the Copyright Act, Cap 130 of the Laws
of Kenya



1D8/WP 466

CREDIT AND BAVINGS IN RURAL KENYA:
AW EXAMPLE FOR KISII

By

Philip Raikes

BSTRACT

Acadenic and professional writing on rural credit in fAfrica
and Kenya focuses nluost solely on lending through state - or
donor-funded institutions, A premise of nuch of-this literature
is that credit progrannces are needed because lack of credit
inhibite agricul turnl wodernization., This paper questions every
aspect of this statenent, PFirstly it is unclear how nuch of this
"rural credit" even increases the funds available to agricul ture;
when coobined with investors! own funds, it may have the opposite
cffects Secondly, it is still less clear that the effects of such
progronnes are positive, cespecially for poorer peasant faruers,
Dircct cffects arc hard to assess, since they are over-shadowed by
weightier fnctors affecting crop production, like international pric
trends and he inpact of narketing agencies, But "developnent
credit" hos had its own negative effect on warxcting, through
increansing the indebtedness of co-operatives, which then lower
prices or provide poorer services to their nenberes,

The nnin ain of the paper is to show the falsity of the
underlying prenise; the lack of local credite In the aren
ptudied, a wide variety of mechanisms for borrowing, lending and
saving accounts for a far large volune of transactions than
donor-funded progranncs, even ot their late-1970s pesk, Ifuch of
this is short-tern credit, at interest-rates which nre often too
high for investuent in production (cs opposed to trading). But
this reflects, as nuoh ns it directs, the structure of investunent
opportunities. It is certainly not a lack of credit, MNor
is it "just" consuuer credit, though one can doubt the
ugefulness of that distinction, when peasant farm and household
are so intimntely linked that transactions in one sphere nust
affoct those in the other(s). The coubination of formal and
informal rural banking structures and Oechonisns, which is
energling, seens increasingly capable of neeting the needs of
those nornally seorved by such structures, But it seens to offer
little to the poorest rural strata except the prospect of
indebtedness and quite possibly consequential loss of land,
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SAVINGS AlD CREDIT IN KISII, WESTERN KENYA

1. Introduction

The discussion of rural credit in developing countries has beecn
douinated, for the past several years, by a debate between two
different creditor viewpoints, On the one hand, there is what
aight be called the "developnent credit" or "credit as policy"
line of thought, which sees credit as a tool for the prouotion of
developuent policy, through accelerating the nocdernization of
peasant agriculture. For proponents of this viewpoint, credit
agencies are seen as agencies of the developaentol state, with
interest-rates and other loan conditions to be set as required
for policy purposes, In stark opposition to this is what can be
terned the "frec-narket" viewpoint, which is generally critical
of state intervention and believes that even state ngencies
should set interest-rates and terns of lending on the basis of
narket criteria, In short, debates about rural credit nirror

those within developuent econonics as a whole,

As at the international level, so with lending to suall peasante,
the influence of the market viewpoint has grown enoroously since
the beginning of the 1980s, poralleling a change fron easy noney
and profligate lending in the 1970s, to tight noney, high
interest-rates and psinful repayunent in the 1980s, Practices of
the 1970s, which related partly to conjunctural factors of that
period, provicded the basis for a radical attack on the

"Keynesian" developaent policies of the whole post-war period.1

l. PFactors specific to the 1970s were the vast accunulation of
petro-dollars in western banks after the OPEC-inspired oil price-
rise of 1973/74, combined with a shift in profit-rztes which
generated (at lenst teuporarily) a shift in investuentf o First
to Third World, This led to o nassive burst of lending and aid-
spending in Africa and the remainder of the Third World, uuch of
it ill-directed, which played no swmall part in generating the
debt crisis of the 1980s, (Raikes 1988, esp., Ch. 3).
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Vhile a nunber of interecsting issues have energed- fron -this
debate, I chall argue on the basis of evidence fron one rural

aren of Kenya, thaot neither viewpoint comes very close either to
analyzing the situation 0r to neeting the needs of /frican
peasants., There arc a nuuber of reasons for this, many of then
relnted to differences of interest between creditors and debtors
or between state institutions and peasants. One basic conceptual
probler is the tendency of both creditor viewpoints grossly to
oversinplify the conditions and processes at work in peasant
gocieties, Policy-nakers, whether Keynesian or nco-classical, are
prioarily concerned with national econony, and tend to consider
only those aspects of the peasant econony which seen relevant to this,
This exaggerates the iaportance of export-crops or other products
50ld through national agencies, since national statistics tend to
under—estinnte, or ignore entirely, other econonic activities,
lunping thernt together as “subsistence"z. It is thus coanon to
hear pensants referred to as (say) "coffee-producers" when that
product (or even agriculture as a whole) conpose the minor
proportion of incone and livelihooé, Fron the "policy'" viewpoint,
investunent of houschold incone in childrens' ecducatioin nay seea a
"wnsteful" diversion of funds * away fron production., In the nore
highly populated nrens of Vestern Kenya, it is widely secn by
peasant houscholds as the nost inportant investoent; one of very
few ways out of the trap of declining farn income wiwith population

growth and declinirng size of holdings.

fignin, since both Keynesians and neo-classicals nre econonists

nnd see credit as par excellence an econounic institution, they

tend to focus solely on the econouic aspects of the societies in
question, ignoring non-ccononic relations and processes of-

relevance to the "cconomic dinmension". For example apparently

2, One finds .astonishingly kigh estiuates of the subsistence
conponent of Aifrican peasant income, based on the inclusion

as "subsistence" of gools and services which are traded, but
excluced from national statistics.
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ngasteful" consuuption or ritual expenditures uay be part of a
coubined strategy on the part df an individunl, ained at
increcsing ecoronic powcr, political influence and standing
within 2 connunity. This relrtes to the notion of econouic
rationality held by both schools of econouists, and continually
reckarged by the results of randor. sanple survey , whicih is of
an unstructured 2ggregate of individual peasants, working "in
parallel"” so to spenk, coch ucxinizing incoue without refercnce
to others. This ignores the importance of social rclations; of
kinship, tribal, gender, patronage, ancd other linkages anc
conflicts, In Coing . €0y it totally fails to take account of
inportant mechanisus like the tendency of rural entrceprencurs to
spread their activities and risks over as nany sphercs as
possible, both agricultural ancd non-~agricultural, econonic and
political., Patterns of investuent are frequently found which the
econonist would find sub—optiuali, but which have inportant
functions within the local context ~ increasing sccurity (or
avoiding risk), nanipulating or vaintaining social or political
connections, keeping xinsfolk satisfied, ensuring liquidity ot
tizes of year when required and nany others, Siwmilarly, the
narrow econoriic viewpoint ignores institutionnl factors which can

be of great icportance in deternining what is "rational ccononic"

. 5 . .
behaviour, The sinple notion of "rational peasants" assunes

3. Of course sonple surveys have their uses, But as sole neans of
studying econounic or socisl processcs they have the distinct
crawback of isolating the sanpled farmers frow friends, kin,
neighbours and social networks,

4 Incdeed uany such practices are sub-optinal in ccounonic teruos,
The problen with the narrow analysis is that it fails to look for
the reasons why they occur -~ or to draw the conclusion that an
unconplicated individual "ccononic rationality" is an inadequate
concept for grasping a couplex nnd contraldictory social reality.

S In nany African countries, governuent euployces receive
housing allowances which nre highly significant in detcrnining
the denand for housing, and for credit to build or inprove it,
The level and ticing of paynents for education is anothier vital
factor, as is the operation (or failure to do o) of parastatal
crop utarketing boards,
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nway the social irrationalities whick arise in all hunan

coununities, out of conflicts of interests and ains - between

rich and poor, ren and wonen, crop-producers afd ;ifestock-
allolid

holders etc, and which nay be exacerbated by/ ~ intra-. or

inter-fanily feuding, theft, tribal conflict etc., Once again,

this gives rise to disparitics between private and social notions

of the "econouically bcncfici.?.l".6

To nanke n realistic assescuent of the inpact of past credit
progrannes or the potential for new ones, it is necesscry to
consider the local econouy and society in far wore detail than is
noraally done, In this process, one's view of the credit
prograunes changes radically as do the questions asked. One has
to try to step bLehind the notion of "credit" and ask how people
try to order thieir flows of production, expenditure nnd
transactions of (ifferent sorts so that neans will be available
to nmeet the various expecited or unexpected needs which nay arise.
Savings, borrowing and production, will be part but only part of
this. This paper charts one such progress, froo looking at the
inpnct of project credit, with one District in XKenya as case-
study, townrds a discussion of trends and processes in Kisii
District, with their iaplications for credit., The presentation is
provisional and soucwhat tentotive, since fieldwork is still in
progress and only preliuinary nnalysis of data has yet been
possible, It is to no snall extent a regquest for comrents and

criticisus which can help te to push the study further,

6. Tor exauple. it is widely agreed in Kisii that drinking
ohang'na (illegal distilled liquor) is an econonically and
socianlly harcful practice, Chang'aa drinkers are often chronic
drunkards and their faunilies often suffer both poverty and
physical abuse, Vonren ore the najor victins on both scores, but
the wouen who brew chang'an sec their activity (and rightly so )
as one of the nost etfective weans to sccunulate noney, At one
chang!aa shop visited, the proprietress, to all outward
appearances cirt pcor and a chronic but cheerful drunk, hod put
three children through primary and secondary school and into
urban caploynent -~ no cean feat for a widow with nininal educotion,



2. Developuent Credit

One of the less questioned articles of faith in uainstrean
ngricultural devclopuent theory, is thnt developunent is best
achievel by, if not indeed co-equnl with, the nost rapid possibls
nodernization of agriculturnl production, This refers to new
products (export-crops or others suitable for factory-scale
processing) but especinlly to increased use of purchased  inputs
ané equipnent; hybrid or other purchased seecds, chenical
fertilizers ond other agro-checnicals and agriculturnl nachinery.
To some, this ezphasis nay seci: so obvious as to le
uncontroversial, but as I have tried to decnonstrate elsewherev,
this is far frou true. The issue is not a fundanentalist
objection to wmofern techniques as such - I nm well aware of the
need to increase procductivity in the face of rapidly increasing
population. The problen is rather that focus on purchased ond
often inported inputs and equipnent, tends to ignore the finecr
details (and often even the gross outlines) of the existing
cultivation (and 'socinl) systcms, atteupting to replace what
existeld rather thaon build upon it. This is normelly a valn
effort, but it is also nearly always nisdirected, not only
risking conflicts with pre-cxisting patterns of land and labour
use, but failing bto use the specinlized knowledge of their arca

which only inhabitants have.8

In the previous section, criticisus were nined 2t over-sinplified
notions of peasnnt rotionality, but these are superior to the

notion of the irrationnl pensnnt, which underlies nany versions

Ta See Raikes 1988 passilie Most of what I have written on
agricul turnl developaent over the past fifteen years has had as
partial ain, to demonstratc¢ the harnful effects of sinple-ninded
nodernization theory.

8. The claseic exauple of this is Tanganyika's Groundnut Scheue,
whose architects looked nt the susll oddly-shnped plots of
grouncnuts grown by the local wngogeo, and disuissed this as the
untidiness of the native nind, only to finéd, having wasted
nillions of pounds on clearing and ploughing thousanlc of acres
(nuch of it to the long~tera detrinent of the soil) that these
patches were the only places where groundnuts grew well,
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of vodernization. Tor 2long with a tendency to ignore featurcs of
existing agricultural systeus, is a tendency to ignore what loccl
people want or think, 2nd to use force or "heavy persuasion' in
order to get the: to innovate "for their own good". Iven wherc
force is not used, therc is n tendency acong innovators (iece
agricul tural extension personnel) trained under nocdernization
notions, to view any feilurc to + "adopt" innovations, as proof of
peasants! traditionslisu and "resistance to change", which.
prevents critical scrutiny being turncd on the innovations, to
£ind out why they are being rejected. Thus the exalteld view of
their own superior rationality held by nodernizers, inhibits the
exercise of thot rotionality itself. Such views and practicesc by
no uenns disappeared with colonimlisu,9 even in a country like
Kenyz, where one night expect narket-orientation and-registration

of land-rights to linit the capacity for enforcenent.lo

Developnent credit is peort of this syndrome, since it has as its

najor purpose to accelerate the diffusion of nodernization. The

9. Hyden (1980) is n sophisticated exanple of this type of
thinking. Much of the Loox is taken up with descriptions of
nisplaced nand hnruful interventions by the colonial and post-
coloninl states. But the conclusion throughout is that the
peasantry needs to be "captured", i.e. grabbed by the scruff of
the neck and forced to nodernize. It tiust be said tlat his nore
recent work backs awny frow this viewpoint, at least so far as
policy is conccrned,

10. In reality, a plethora of agricultural regulations exists.
During the scrious food chortage of 198:, snall coffee growers in
Central Province were fined for interplanting asize and benns in
their coffee. In Kisii in 1988, soue extension personacl ore
threatening peasnnts for failing to line wmaize trash in contour
bunds ngoinst erosion, while last year others were threatening
fines for foilure to bura it (to prevent disense trensnission).
In Kisii (as elscwherc) it is forbidden for peasants to uproot
coffee (though nany hove cdone so). On the other hand the

agricul tural departoent can (and sonetines does) uproot peasants?
coffee for failure to weed or spray it as required (though the
lotter is supposed to Le cone by the co~operative). Fortunately
iupleuentation of such policies is relatively rare,



underlying ide~ is that lack of funds (or high intercst-rates for
loans) are acong the icportant factors inhibiting peasants fron
innovation in new crops or purchnsed inputse. Cherp credit is thus
seen as o necessrry part of programnes to uodernize agriculture,
and institutions and prograniies set up to provide it for
specified, spproved purposes. It is conaon to sugar the
innovation pill ir cuch progrannes, by subsidizing either the
interest rate, or the price of the inputs to Le supplied, or
both. To unke sure that the credit is used "properly" (i.e. for
the reconcenced inputs) it is normally given in kind; the
borrower receives Lags ol secd and fertilizer, bottles of
insecticide, pieces of equipnent etc, rather than noney., This.
reflects the assunptions thnt the innovations being recounended,
are the sole "ccononic" factors to be considered, and that

peasants cannot be trusted to do what is best for thenselves,

Developoent credit agcncics are nornally state or parnstatol
bodies, receiving their fuuds froo the local stete and from donor
agencies, Vhere credit is to be aiued at snall peasants, it is
connonly distributed by or through narketing co-operatives, and
this is the case in Xeny~, The veasons for *his are scveranl, In
cany cases the uzain cash-crop of an nrea (cespecinlly if an
export-crop) is purchased from peasants through co-operntives,
which have a nonopoly of prirary varketing. Directing credit
through the co-opcrative thus allows "dcduction nt gource" froo
the proceeds of crops sold through the co-operative, which is
thought to iuprove the probability and speed of repayucnt, This
is n relevant considerntion, since wost such schenes in Africa
are unable to call on any cffective collateral sccurity for the
loan. Even in thosc cases where there is registered title to
peasant land, ~nd cven where it ic pledged as sccurity, it is
relatively selCon taken in rcpayuent. Snall peasant plots nre not
an attractive assct for state lending agencies, and exproprintion
of land is noraally intenscly unpopular politiocally.. Fovable
property (livestock, tools) is no more satisfactory, since it cen

usuclly be moved out of rench long before the lending, agency’ can
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get access to it., In reality the "crop mortsnge" ns the systen of
C¢eduction-at-cource ie often known, is not entirely secure

¢ither, There are many ways of avoiding repayzent, Tor. exanple by
selling produce through » friend, kinsnan or .neighbour, or by

registering and selling at nnother co-operative society,

Lnother reason for channelling loans through co-operative
gocieties is that this is said to "reduce adninistrative costs",
This is not generanlly true, It does reduce the costs to the
parnstatal lending agency, but by shifting thea onto the
narketing co-operotives, where they unay seen to diappear by
being nbsorbed into the general narketing wargin, In. this way
they are paid by the co-operative weubership at large, including
those who do not receive the loans, who thus subgidize their
recipient fellow neubers, Wiere, as is freguently the case, the
richer and nore.politically influential wenbers have superior
nccess to loans, this weans o subsidy frou the poorer to the
richer newbers, Apart from this, the aduinistration of credit
prograuues inplies an increased flow of funds, foreign cxchionge
nand unterials thirough the co-operative, sonetiuies poorly nonaged
(especinlly in the Leady days of easy nmoney during the 6id~1970s)
and thus n tenptation to corruption and .nmisappropriantion, Fro
experience in both Tanzania ond Kenya, .it seems beyond doubt that
the channelling of éredit progranues through narketing co-
operntives does increasc the level of nmisapproprintion and
overall norketing costs, .gain the costs arc paid by the
uenbership in the fora of lowered prices for their crops, Since
these nre often the very crops whose production the credit
prograaue is supposcd to be increasing through modernizaotion, it
is by no ueans alwnys obvious that the effect of credit on total

procduction is positive at all.11

11. A very good cnse could be nade that credit prograures have
had negntive cffects on cotton production in both Tanzania and

Kenya, through their inpact on the operation of narketing co-
operantives,
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Developuernt crelit progranics differ in several ways fron
coccerciel lending, or the prnctices of (say) savings and loan
societiegss Ome is the direction froom which the initintive coues,
Under connercial lending, the borrower nppronches his/her bLank
uanager or cociety with o request for a loan, The latter
serutinizges it primarily in terus of security nund other factors
rffecting the certainty of repayment, and it is only in this
respect that the purpcsc of the loan becoues relevant, Vith
developuent credit, by contrast, it is the ~ lending agency - .which
devises a progrannce to give credit to enhance the use of ‘suy)
fertilizer on hybrid naize, or insecticides on coffec, In this
case, the funds are set aside, the naterianls bought, the

extension service primed, the co~operntives informed and then
finally the necws is spread to the nembers of the co~opcratives
who are invited to npply for loans.12 Moreover, duriing the 1970s
in Kenya, with plenty of coney to distribute, there were often
nabitious targets to be net, leading to pressure on personnel to
get as ouch noney lent as quickly as possible, and hence pressurc

on pensants to take loans.13

12, Lt least thie is so in theory. In pranctice (see below), one
or nore of tliese steps nay have lLeen onitted,

13, In one case, from the late 19708, and related to .e by a
Kenyan extension officer, he wag involved in distributing loane
under the Vorld EBank-funded Integrated fgricultural Developuent
Prograuze (I.ADP), which distributed credit through the extencion
service for hybrid unize onl fertilizer, leaving it to the co-~
operatives to collect repaynents., At one point distribution were
going slowly due to reluctaiice on the part of peasants to take
loans, nany apparently stating that they had had probleus with
repaycents before and were not interested, On reporting this to
the supervisor, they were told that the funds had to be
distributed before the end of the firancinl period and that.if
faruers would not accept loans, they should be told thnt they

were getting grants., Under the circucstances, it is scorcely
surprising that repayment rates for ILDP credit, at 30% or 50,
have been the lowest for any of the credit prograunes of the
1970s, This also indicates nnother differcnce between developuent
anc couaercial credit. Any private enntreprencur, trying such a
trick woulé probably have gore to jail for swindling., In the
developuent context, such things beconc nerely "regrettable errors",



- 10 - ID3,/ ™ 466

inother inportant difference relates to the accunulation (or
failure to do so0) of funds. Counercial lending hos as priaary
purpose to nake profits and accunulate funds. Institutinons which
fnil to achieve this go out of business. With developnent credit
agencies, the situation is entircly otherwise., Adninistrative
costs of lending snonll zaounts to peasants are, at the best of
tines, higher than for large loans. The requirenent to lend in
kind, adds congiderably to this cost,14 especially when coabined
with subsidies on the interest-rate or materisls supplied. liost
though, rates of repayment under such credit
progrannes tend to Le low. If one goes out to look for
innovators/borrowers, and cspecially if it is necessary to
distribute funds rapidly, scrutiny of credit-worthiness tends to
fall by thie wayside.,. This combination of factors leads alnost
inevitably to losges, but ualike the coumercizl world, - these
seldon result in credit agencies going out of business., Sonetices
the losses are sustained by the lending agency, or by the donor
who provided the funds in the first place. In such cases they arc
ndded in onc viny or other to the state's budget deficit, unless

uade good by donor grant funding,

More of'ten the nnjor losces are sustained by the co-operantive
society or union through which they were channelled, since the
co-~operative is norunlly the prine borrower, on-lending to its
nenbers but retnining the obligation to repay the noacy.e (Even
when, ns in note 13, soue otlier body distributes the loans.) In
this cnse, tlic suns involved can casily loou very large indecd

nnd hnve disnstrous effects on operantions and the crop prices

14, It can nlso 2dd to tiie inconvenience of working in tle
agency, 1 can reocuber visiting Tonzania's Rural Developnernt
Bonk's offices on tue eighik- floor of an office building in
Dor es Snlani, whose 1lift worlked only spaszodiczlly, to fird t
passages crazued with bngs of fertilizer and motor bilkes.
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received by cexbers.”

This failurc to unintain funds canrot always be read fron
balance-sheets tecausc tlic nssets side is usually inflnted by
failure to write off uncollectable &ebtsl6. But fron the 1960s,
nost rural crcdit prograunes and agencies in wvost oi tropical
Africa (and prodstly elsewhere in the Thirad Vorld) hove lost

noney nndé hod to have the funds replenished nt intervals by the
state or donors, This hns ncant that the agencies have ltecn
unnble to forn consistent progrsunes for thenselves, always

having to renct to the lotest whin or fashion in statc or
developuent sgency practice, as the different agcencies focus on
individunl crops and iaputs, "packages" of such, storagc,
transport, "integrated developuent", souctines for a whole
country, souetines for n pet region or district, and souctincs

for even srinller areas vhere they have projects going.

3 Suall-Faruer Credit in Kenya During the Mid-to-Late 1970s

In Kenya, the donor-funded exprnsion of suall-fnruer credit in
the tid-1970s overtook and nullified a reorganization of the late
1960s, intended to replnce 2 nyriad of suall programvies of the
tine with a nore orderly structure, Given the abundance of funds,
too wany cooks rushed in to supervise the cooking of the brotl,
each apparently hoping to co-ordinate oll the others and XKenya

Governnent as well.

15. In 1983, one co-operntive union in Western Province, had
accunulated Cebts (largcly though not solcely arising fron default
on credit sci.eries) anounting to nearly twenty years! £Eross

incoue. The union wns scarcely able to perforn its unrrketing
function, while peansants were (justifiably) scrred to sell their
cotton to it, fearing th~t their proceeds would be entirely
deducted at source for debt-repaynent,

16. This is also true of international bhanks though in rceccent
years, soue have becn writing oif snall parts of their
uncollectable debts; trying to let the air out oi the b2lloon in
suall puffs, so thnt it does not squeak or : rasp too loudly.
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ATtcr o period during which o nunber of different smell-farner
credit progrannes operated largely independently frow one

another, a2 najor step townrds coordination was taken with the
founding of thc Kenya Co~opcrative Bank . .(KCB) in 1968, with the
express purposec of taking over apex responsibility for riost
snall~farner lending in the country.17 This inplied a shift away
fron channelling susll~farrer credit through the Agricultural
Finance Corporation (AFC), which served and serves large Tarvers,
But LFC continucd (and still does) to lend its own and World Bauk

(IDA) funds to suall-Tnracrs.

The first major prograune operated by KCB was the Co~operative
Production Credit Schene (CPCS), which was initially funded with
noney from the Nordic countrics, but fairly rapidly becane sclf-
funding out of nenbers! savingsy, developeld through a sister
project, the Co~operative Savings Schenec (CSS). CPCS/CSS was
aired in the firest instance —at "progressive" (i.c. richer than
usual) farners in the nore advanced areas of the country., In the
beginning this neant the coffee, pyrethrun and dairy producing
arens of Centrel.Province, whose co~opcratives, though hordly
beyond criticisn, were superior by soue way to nost of those in
other parts of the country.18 With time, the prograune spread to
the vore successful co-~opecratives in other parts. In order to
assist in the sprend of CPCS to areas where nctcbers! savings had

not yet been developed, o subsidiary loan fund, the Co-operative

17. KBC wrs registercd as 2 co-operative society in 1965, but
licensed to conduct banking business and advonced a starting loan
by Kenya Governuent in 1968, (Society, Ko. 1 (Sept 1988): p. 17.)

18, in .aternative foruulation night be that the size of the
Central Province coffce societies and the relatively high price
of the product, allowcd for a certnin degree of uistanagencnt,
while leaving sone benefit for the farners. For cotton, whose
price (and r1eturn to labour) arc significantly lower the nargin
or crror is nuch sualler. Thus in East Africa, cotton co-
operatives have norually beer far wore plagued by nistsnace.
and corruption than coffen co-~operatives,
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Developaent Fund (CDF) was storted, again with IToxdic funds.

In terus of operational elficiency CPCS/CSS has been nnd is, by
far the rost successiul of Xenya's suiall-farner credit
progracaes, with the rate of repaynent having renained over or
near to 90% throughout. There are a nunber of reasons for this,
Firstly, selectivity ir terus of co-operatives and farners,
clearly nakes for a higher repaynent rate. Scconcly, there is a
relatively elaborate procedure for application involving, anong
other things, that the prospective borrower be supported by two
guarantors, Borrowing is only allowed up to a ceiling, defined in
terns of past crop deliveries, to ensure that repayunent is within
the capacity of the borrower., Thirdly, CPCS funds are lent by the
co-operatives thenselves, rather than being given at the

behest of others, Once saving schenes and banking sections hrve
been developed, co-operntives are prinarily lending their own
nenbers'! savings, so that any nmajor default could have serious
consequences for the leadership. This has not always prevented
co-operative unions frou irrespousible behaviour, and thc uajor
risk to the financial -~ .stability of CPCS/CSS has nore often been
fron the co-operatives theuselves than frou nenber borrowers,
Also relevant is that nost of the advisors posted to nssist with
the project xnve been bankers by training rather than cxtension
personnel, and have ceen their function as achieving financial

soundness, rather than wodernizing agriculture.

The result of this, and of the considerable success in nobilizing

nenbers! savings is that in all arcas where it operntes CPCS/CSS

19, world Bank report of 1985 cites the canse of one union whose
general account owed the Banking Section (nenbers! savings) over
Sh 4.0nn, (vore than 54% of the latter's loan porfolio). The
union was broke and unzble to pay even interest on the loan,
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is by far the rost inportant source of funds for lending to.
farners through the co-operatives. Even by the end of 1984, total
nenbers! savings throughout the country auounted to over half a
billion shillings, sufficient, according to one Nordic banking
advisor, to fun? 211 the active creditschemes within the co-
operntive sector in Kenya.zo Since then, nenbers! savings in
Kisii have rore than tripled and for the country as a whole are
alonost certainly over onc billion shillings.

This project was followed, in the ©id-1970g5 py a whole seriesc.of
others. Best-known was the credit couponecnt of the Vorld Bank!s
Integratec Agricultural Devecloprient Progratue (iADP). This lar
and anbitious progranne had as overall ain to coordinate
agriculturnl policy towards snall-holders, especially outside
Central Province, to which end, a steering group wos set up

within the Ministry of Agriculture with the ain, according to
sone, of taking over a considerable proportion of total policy-
naking, and specifically coordinating the activities ol other 2id

donors.

The ain of I.DP, and specificnlly its credit couponent was to
nssist "weak" co-operative societies and unions, outsile the

areas covered by CPCS, Since a "weak" co~operative or union
neant one witlh weak (inexperienced, poorly trained or corrupt)

uanageuent, even in theory, giving out loans was a risky

20.  Ottosson, (1985)

21, Arriving in Kenys in 1977, with a colleague to assess the
feasibility of o proposed D/NIDA bilateral project, we were
directed to I.ADP, c¢ince the project was now included within its
orbit and to be sited in accordance with IADP, This would have
been fine, had there been any evidence of a firm basis on whicl
to nake such decisions, or thet it represented Keunyan rolicy
rather thon that of the predouinantly expatrinte steering grou.,
In the event, we were allowedtto the site/project where we 4
been going to in 2ny case, after o :iorning spent listening to
planning rhetoric froo the IADP chief expatriate.



- 15 - IDS/ 466

business. Distributing theua so cavalierly as was done, was about
as likely to l1elp as giving whisky to an alcoholic, The credit
was largely aited at food crops (hybrid naize and Tertilizer),
though with the loans "secured" through an "anchor-crop". That
is, loans were given for uaigze procduction, but to newbers of
coffee and cotton co-operatives, with repayment to be decducted-
at-source frou coffee and cotton proceceds., In sorie cases the
loans were distributed by agricultural extension officers (Note
13). In others directly by the co-operatives, But in either case,
there was evidence of hasty and inadegquate plannin{;.22 In
acdition to its own inadequncies IADP, and other loan scheues
started around the sane tiric in western Kenya, suffered Troo two .
external problecs, 1977 was the peak of the coffec-boon, when
prices were 2t an 2ll-tine high, when coffee was pouring into
Kenya illegally froa as far away as Zaire and when centreprencurs
(including co—-operative officinls and conuittec menbers) werce
looking for funds with which to purchase illicit coffee, Another
ginilar problex facing co-operatives in western Kenya was the,
proxinity of Uganda with its shortages and desperate denand for
consutter goods and building naterials, this fuelling further
lucrative illicit trade. The result of all this wns that rates of
repaynent, up to 1984, werc below 307 for the country s a whole,
although the Vorld 'Bank had washed its hands of the progranne

cone years before and concentrated on distancing itself {froun the

22, Further ecvilence of haste concs from a Vorld Bank Report of
March 1977 (completed up to one year previously). Although this
report purports to cover 2ll sources of credit to cuall farnecrs,
and a2lthough IADP credile were already being distributed fron
©id-1976, there is no nention at all of IADP. What ° waakes 'this
ouission still norec reuarkable, given that the Bank was funding
IADP, is that by 1977 it was scarccly possible for donor
consultants to 2void ~» formal visit to IADP, with a leccture on

the need for coordination by its personnel,
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wholc - “episode by throwing the blaune onto the Kenyans,

Souewhat sinilar to IADLP, in terns of scope and repayuent rate,

was the USAID-funced Smallholder Production and Services Credit
Progranne (sPecP). 4port . from this, USAID | dprovicdes funding for
the New Seasonnl Credit Scheue, whose purpose is to fund input
purchagses for cereal crops, uznd puch of which is lent outside the
co-operative framework to individual larger :Earmer:s.Z{1r The
Suallholder Coffec Improveunent Prograue (SCIP), funded by the

World Bank and Conoonweal tii Developnent Corporation (CDC) with

Kenya Governuent, had two couponents; lending to co-operatives

for building new coffec factories, and lending to co-opcratives

for on-lending to nembers, for . inprovenent of coffee production
through pruning and application of clienicals, One can gquestion

the general wisdon of progrannes to expand coffee production in

view of long-tern market prospects for the crop, though Kenya
Governuent also strongly favours expansion of production, in

25
gplte of producing well over its current ICO quota, ?  Dhe coffec

23, fdready by 198l, on a subsequent consultancy trip to Keaya,
colleagues and I visited a World Bank credit sand finance tean

which scened unaware tiint thce Bank hnd had anytliing whatever <o

do with the credit finsco of the altlate 1970s, though they spoke in
severely uoralistic terus of the inadequacy of Xenyan institutions,

24, The NSCP wns formed to tnke over the role of the previous
Guaranteed Miniowui Return schene, started after the Second Vorld
Vlar, to boost scttler cerenl procduction. This had 2ssured growers
2 _guarantecd oininun payuent per cere, for cereals planted, “thus
elininating clinati risk and naking loans froa couanercial banks
ensy to get., The systeu was suspended in the late 1970s, beeause
of losses nnd nisuse, but then rcplnced, since its denise was

scen to have had a serious nezative effect on ceresl production,

25, The issue is.conplicatel by the difficulty of rainteindng o
quotn systeu., In theory, the producing countries, 2s o whole,
would benefit frou restricting procduction and snles, since.thc
elasticity of dennand for coffee (and tea 2nd cocoa) is below
unity. In practice, the neubers of quote resticiion prograz:ie
tend to cheat one another, largely nullifying the purpose,
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factory cocponent seens to have expanded the area over which
coffee is grown, but there is little evidence that sanll-faruer
lending under SCIP (or .any other credit progrannc) has
significantly affected yield or ' output (see below). 1In Kisii,
there has been an celecent of conflict between the two pnrts,

since construction of new factories since 1981 has allowed sone
farners who borrowed frou SCIP in earlier years to shift factory
and thus avoid repayuent. However this is a relatively ninor and
tenporary phenonenon, SCIP is thought (though on what cvidence

is not clear) . to have been better orgenized than IADP, but rates

of repaynent have not been nuch better than 50%.

Slightly different in purpose was the Danish-~funded Iarz Inputs
Supply Schene, which ained to improve the physical availability
of inputs by building input stores for co-operatives in the less
connercially developed areas of the country and then providing
credit facilities to the co-operantives assisted, to naintain
stocks of inputs for sale. This progranne was thus not tied to
any specific crop or sct.of inputs, the co-operative being Ifree
to choose, within linits, what it would stock.26 While resulte
hove been highly vaoriable as between co-operatives and regions of
the country, repaymnent tends to the higher end of the scale,
being about 70% for all arcas covered, at the end of 1986,
Opinions seeuns divided and experience variel as to nchicvenent of
the underlying ain. There have been successes, but also cases
where FISS stores were erccted within a few hundred netres of

existing outlets,

Most of the other progranunes were nore linited in scope and

264 These linits were in sone cases rather broader than the
DANIDL advisors would hezve preferred. During the early 1980s,
there were unions in western Kenya which purchased up to 805
building naterials, destined largely for the Uganda black-uarket,
On the other hand, one store visited had been stocked according
to the advice of the extension service and had been so
overstocked with fertilizer for several years that there was
scarcely rcon to nove,
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fundirg. 4 Dutch-funded poultry developuent loan was countrywide,
but relatively sm2ll in size. The EEC-~funded Machakos ..Integrated
Developuent Project, operanted a credit prograunue in the District
of that nace, while the Gernan Kreditanstalt fur Wiederaufbau
(Kfw) provided five tinies the funds to two settleuent schenes in
Machakos District. Finally, the Co-operative Bank of Kenya has a
nunber of credit schenes operated out of its own funds, sone

being for farn purchasc, nost being for lending to co-operative
socleties and unions for purchase of transport, processing

facilities and working capital.

4 The TIupact of the Credit Scheunes Started in the 1970s

The genernlly low rate of repaynent, especially for donor-funced
schenes, has already been nentioned. Undoubtedly the institutions
hardest hit by this were co-operative unions, soune of which were
nlwost entirely crippled by debt. As Ottosson (1985:11) put it,
"gu—operative activity now has an extrenely low profile in

western Kenyao., Societies nre heavily and hopelessly indebted and
farners cannot use then to sell their products without ricsking
their dues Leing chopped by nnrketing agencies." . Ottossen goes

on to asseryv that IADP and SCSCP were "a significant contributing
fanctor to persistent poverty in the areas where the loans were
nadc available. through weak co—op societies!", 4s o forner

Norcdic advisor, he is particularly incensed that the schenes of
the 1id-1970s "swept away the foundntions" Leing 1laid under the
auch nore cautious CPCS, He also cites continued harping by the
World Bank on corruption ir Kenya'!'s co-operatives and asserts
"there is to we one single nost proninent cause for corruption in
Kenya co-ops, and that is: easy access to cash in forn of credit

frou outside" (stressing the WVorld Benk Schenes above).a7 Looked

27, Radicnls have tended to go for the rhetorical critiquc of the
World Bonk, siressing obvious factore like the fact thot it
represents capitalist interests., It seens of a2t least as ouc
of projects, often maskel by its acknowledged skills in the
procuction of rcports, Tais is not to deny the socially ond
environnent2lly destructive iapnct of soue of its projects,
it helps to put ir perspective the lofty air of econonic
expertise with which suchi criticisus are usually uet,
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at in these terns, few would disagree on the negative effects ol
=ost of the credit progranties of the 1970s, though noay would
attri~ute this To petro-dollar induceld easy noncy, rather than

the philosophy behing dewclopuent credit as such.

But all thesc credit progrannes werc initiated with the intcention
of increasing ond intensifying agricultural production, is tliere
any evidence that they ‘have done so - or that they have railed to

do €07

In fact there is very little firm cvidence in either direction,
though what therc is points to a negntive conclusion., In part
this relates to the su2ll size of the progrannes, fow of which
covered nore than 3-57 of the faruers receive in their areas of
operation, in any onc year, This sort of coveragc, would hardly
genernte significant increrses in production at District or
Provincial levcl.28 But even if far wore farners rcccived
credit, it would still bLe difficult to discentangle the cffects on
production of credit, . ‘fron the aorguably nuch nore inportant
effects of crop . prices nnd weather, Pigures for coifec deliveries
show a fairly close rclation to prices, which have varicd
enornously over the past decade and a hnlf,  Local production
figures can.usually be releted to prices and weather conditions.
In any casc, the expectation that credit will have nn icpact on
production depends on the assuaption that it is acturlly used for

inputs, Thot is by no nerns always the case,

28, The nuch larger New Seasonal Credit Schenc (sec Note above)
is clained to have a siznificant iapact on cerenl production. The
1988 Econoitic Survey strtes "The combined cffects of late ~nd
unevenly distrituted rains, followed by Lelow nornal chort rains
and a decline in the disbursenent of seasonal credit, led to 2
25,5% Crop in wnize production. (between 1986/87 nnd 1987/88)"
(p, 95). But the inpact of credit is hard to ceasure., Thnt of
clinnte is clearly considerable, and one would also wish to know
the basis for the production estinnate, Deliveries to the Wational
Cercals and Produce Board which should vary wmorc than totnl
production, are s2id to have fallen by oaly 3, (ibid. and
discussion in Raikes 1988, Chzpter 2),
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Se An Evaluation of C,P.C.S,.

The rrost thorough and detailed assessuent of the inpact of swall-
farner credit in Kenya, which I have seen, is a study of CPCS ty
Business and LEcononic Rescarch (1985)., This study, which was
connigsioned in 1982, covers the period fron 1975/76 to 1980/81
and is basged on a guestionnaire survey of 848 credit recipients
and 325 non-recipients in 22 co-operative.societics affilinted to
nine unions, of whichk eight operated CPCS, together with 2 non-
affilinted com~operative societies. The survey sought to neasure
the inpnct of CPCS on production and to find out nore gencrally

how it has been rcceived by the interviewed farcers,

Coffeec is by far the aajor crop sold through co-operatives, with
over 70% of total turnover by value fron 1982--86.29 It is thus

not surprising to find CPCS loans heavily doninated by coffeec.

For the nine CPCS unions, 835 of total lending in the period was

to coffee producers, 13% Lo pyrethrun producers and 2% each for
dairy and suear-~eocuc. The sunple survey slightly increased the
proportions of dsiry anl sugar-cane to get a sufficient sanple of
borrowers., JAverage loan sizec voried . frou Sh 1350 for pyrethrun to
Sh 3650 for dairy, with coffee and sugarcane interiuiedinte at

about 2800/~ and 2700/~ respectively. These averages concealed
considernble variantion, Tor while 43% of nll loans to sample
faruers were below 1000/-, 33% of the anont anount lent went to the
7% receiving over 10,000/-., On average CPCS reached 27 of the
retive menbterslidif.df the societies over the seven-—year period,
giving an average of about 4.5% in any one year, Again the
variation was very wide, one socicty in liachakos providing™ CPCS
loans to 549 ol nenbers over the scven years, while one in Kisii

supplied no nore than 1, over the period. Shortage of funds

29,  Republic of Kenya (Statistical abstract) 1987, p. 116,
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seesed not to be a uajor liuitation, as 75% of those qualified
to apply for CPCS had not Cone so, while only 16 ¢f the  non-
recipients interviewel hod spplied and been turned dovmna
Urcertainty over the likcly benefits of borrowing seccued ta De o

restrairing factor,

The survey conpared productinn and yields for CPCS recipients and
non-recipients, fron which it energed that the former had both
higher ..yields and higher production, DBut this actually sponks
agninst an effect fron CPCS, since 85% of recipients only
received one CPCS loan Curing the period and "CPCS loanees had
consistently higher rean deliveries and consuned higher

quantities of inputs before, durity; and after acquisition of CPCS

loans... (which) therefore appear to have little to do with these
differences, "(ibid. 24), ZLoanecs used wore inputs because the nore
"progressive'" faraers hal been chosen for CPCS in the first

place, rather than because CPCS unde then 50.30

The expectation that CPCS would incresse yields ond production
relies on the assunption that it was used for purchase of inputs.
This in turn is based on two controls; that loans ore only given
for input packageos prepared in conjunction . with agricul tural
officers, and thot loons are given at least partly in kind., In
reality, only 60% of loans were found to have been approved Ly
the Ministry of fgriculture; in nany if not nost cases, the
Ministry was found not to have prepared packages; while

"virtually all societies failed to implenent the second step

30. It is remarkable thnt nnyone would erpect a seasonal input
loan once in five to seven years to have any inpact on input use,
which points to another curious elision in "developuent ‘credit"
thinking. The nodel behind it relies to no sunll extent on credit
practices in Burope and the US/, where nost faruers arec
pernanently in debt and borrow heavily every senson for levels of
input use which swallow well over half of pgross farn reveinue, Yet
efforts to induce a siuilar oscclimatization to (or dependence on)
inputs in the Third World assume that one sensonal credit will
achieve the shift,
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relating to disburseuents in kind," 86% of the recipients of
CPCS, clained to have used the loans in connection with the crops
for which they were lent, but this question seens to have been
asked in a context in which Tarmers felt that they should give
such an answer, and pociety officials felt strongly that faruers
hod exaggerated loan-usc on the crop in question. TFor exanple;
they felt that at least 20% was used for house construction or
inprovenent, Since CPCS recipients consistently used higher
lcvels of imputs with or without = CPCS loan, it way bc assuued
that even wherc they did usc the loan as intended, _ this would
hnve freed other funds for purposes of which one knows nothing,
The report concludes that since CPCS cannct be said to have
increased pgross farn incones, it would appear to have reduced net
incones by fthie extent of subsequent repaynents, In 2 strict
sensc it is of course true thnt loan repayment would reduce
incone, But if the loan itself had been used for sone desired or
procductive purpose (whether or not in agriculture), it ecould to
that extent be said to have increased incone or welfnre,

Unfortunately there is no infornation on this issue.

The survey found, on the basis of a2 sub-~szuplc thet two~thirds of
all loans taken hnad not been fully repaid by the stipulntel date,
average repaynent tice being nore than double the stipulated
period for Loth seasonal and nediun-tern loans, About half. the
larger sanple felt that they had benefitted from CPCS loans,
though two-thirds thought the anounts they had received too low
and hnalf corploined that the “distribution procedure favoured
conuittee nen, indicating a nore positive attitude than sone were
willing to aduit,3l But the finding thot 75% of those qualified

to apply ror OPCS nnd not done so indicates some hesitency-about

31, A problen often encoutered in rural surveys is the fairly
consistent unwillingness of faroers (of whatever size orv
nationality) to aduit $hat anything has ever gone well,’
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contracting loans, and uncertainty ns to the likely benefits,
Since almost all ecre agreed that CPCS is by far the most
efficiently run of Kenya's small-farmer credit schcmes, one could
conclude that the overall impact of most schemes would .have been

still less positive.

6. Use of Loan Funds in a Part of Kisii District

As a first step in trying to find out about the impact of credit
through co-operatives in Kisii District, I collected information
on all loans and repayments from the vnrious phases of three loan
programmes operated through severzl of the 25 societies
affiliated to the Kisii Farmer's Co-nperative Union (KFCU) from
1976 to 1987, This information covers small-holders in those
parts of the District where coffee is grown, since pyrethrum
growers in the -highlands are covered by another co-operative
union (Masaba), while producers of tea, also o higher altitude
crop, sell through and receive seasonal ndvances from the
parastatal Kenyz Tea Devclopment Authority.32 Larger farmers nre
covered by loans from the Agricultural Finance Corporation (AFC)
and from commercial banks., The data £or KFCU did show a drastic
decline in lending through the Co-operative Union nfter 1981,
since when most attention has been pnid to trying to get bock the
money previously lent. But to yield much further information, it
requires detailed statistical analysis, for which I have ns yet

had no time,

The present section is thus based on more direct information

about farmers! use of loans, Through an assistant, I collected as

32, The KTDA is well-known in the African development litersture
as an efficient parastatrel, and thus sowething of n rarity. Its
reputation for efficiency and honesty in coumparison with coffee
co~cperatives has been among the factors generating o . switch
from coffee to ter production in Kisii District.
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many stories as possible of credit episodes from people in the
area surrounding where I have been living and working. In the
first instance he interviewed 35 recipients of credit through two
different co-operative societies, The sample was not randomly
chosen, and consisted largely of . people whom hec met while
hanging around a2t the local co-operative factory. This was-deliber
as was the decicion not to take notes or use a questionnaire., The
results of the national survey cited above, indicated that faced
with a formanl interview, and still worse one in which what one
snid might be "taken down and used in evidence against you',
respondents tended to play safe and claim that they had used lomn
Tunds for the prescribed purpose. I was concerned that reccipients
should fecl sufficiently relaxed to say -what they had wanted

credit for and what they had done with it, in their owm words.

During the period under consideration, from the early 1970s,
three loan programmes have becen in operntion among somc of the
co-nperatives in Kisii; CPCS, both short and wedium~tcrm, IADP
and SCIP. Some respondents referred to loans in the late 1960s
which, if correct, would probobly refer to a Kfw-funded loan
scheme, mninly for the purchese of grade dairy cows.jj But it
seems more likcly from other evidence (the composition of the
loans) thnt the respondents said 1967 when they meant 1976,

especinlly since nnne hod yet repaid the loans in full,

In the event, no attempt weos uade to distinguish between the
different progromucs, since it rapidly becawre apporeat that few

if any of the vcespondents knew waich ° . scheme they were borrowing
from. To them those were just loans from the co-operative

society. MNor did the mnjority even appear to realige a2t the time

33. The tern "grade" cows is sometimes used to rerfer to cows of
exotic breced (i.e. bos taurus rether than bos indicus (zebu)),
though it should refer tc crosses betweern local »nd exotic
animals, It is normally used to refer to animals with at lerst
half exctic blood.
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of epplication that the loans were to be tied to specific crop

progranmes or given in kind. Iany had to change their plane for
use of the loan radically when they found to their chingrin that
the laans were t¢ be partly in kind, and generally nuch smnller

than spplied for, As one borrower put it:

I saw o notice 2%t the co-operative asking people to apply
for loons. I opplied for 3000/~ to pay ny childrens' school-
fees, but when they only gave me 400/~ and a panir of
scissors (coffee pruwiing sccateurs), I thought I uight as

well buy mabati (corrugated iron shcets) for the roof,"

The mention »f secatcurs would indicate that this wns a loan
under SCIP, though refercnces to loans which included both vags
of nmize seed, fertilizers and "scissors" indicatc that even the
co-operatives may have becn confused as to whnt they were
lending, since unize and Tertilizer was the preserve of IADP,
Dairy cattle, by far thc most popular agricultural use of loans
would have becen o legitinnte use of CPCS lonns, though from the
size of lnans, it would sccn thet several bought cows with IADP-
or SCIP loans, intended solely for uaizc ocr coffce respectively.
0f the 26 out of .35 who srid whnt they had planncd. to do with the
loans beforehanéd, 7 uentioned purchase of dairy cows, 4 nentioned
naize, 2 coffee, and one each mentioned "farming" not further
specified oand purchase of plough-oxen., With sone indicating morc
than one objective, just over holf the borrswers nentioned
agricultural objectives of one or nther sort, while just under
half of the mentioned objectives were agricultural., Othere were
construction or.repair (laabati roofing) or houses ('/), paynent of
school fees (4), "business" (2), general household expenditures

(1), and "no particular plan" (2).
H

0f the 14 who stated Low nuch thcy applied for, the average vas
sh 4600/-, vith 2 range fron 1500/~ t» 15,000/-. In the event,
uost got far less than they had applied for aud thie led to sone

shift in end-uge, 25 gtated how nmuch they haod reccived, the loans
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ranging in size from 400/~ to 2500/~ with o mean of ~luost
exactly 1000/-, Nothing. was said about the intended duration . but
with very fow exceptions, these would have beer scasonal loans to
be paid within onc year., Cows (including hcifers) were the nost
frequent and popular uece of the funds, with ten of the 35
recipients purchasing one or umore from their loans., Given the
prices, it does not appeor that nost o2f these were grade cows or
he¢ifers, Second in line after cows wns building or improvement of
housing (7 out of 35) followed by payment of school fees (6).
Then cane hybrid maize (5), though in most cases this was one of
nultiple uses ond cnforced on the respondents in question by
receipt of loans in kind (bags of seed and fertilizer), the cash
being used for soncthing else, Four used all or part of their
lonan for coffce inprovencnt, one for planting tea and one for
"faraing". The respondent who had planned to purchase plough-
oxen, found the loan inadcquate for this purpose, bought a cow
nnd uced the (rpparently najze-directed) inputs for coffce.
Finnlly one used the loan for "business", two for heslth-related
cexpenses (one for a local trepsnning operation, the other for
funernl cxpenses), two for brideprice on a second wife and four
for genernl consunption purposes including arink. The saddest
case was n widow who borrowed 900/—, to improve her coffce, Her
two sous took the toney by force and spent it on chang'aa,
leaving her to spend port of a niserable income on repaynent up
to the present, with virtunlly ro hope of cver coupleting.
Overall then, slightly over half of the uses of credit werc non-
agricultural, but given likely use of IADP or SCIP on cettle
purchase, it appears thot at least two-thirds of all uses were

for purposes other than those intended by the lorn progranmne.

O0f those who uentioned their sntisfactiorn or otherwise, directly
or indirectly, in the course of telling the story, (25 out-of the
35) 12 scemed positive, 4 neutral and 9 generally negetive, The
level of satisfaction had little to do with "correct" use of 3x.

loan, Of thosc who purchased cows, nine out of ten vere

saticficd, having rccoupeld expenses through snole of calves anc
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had ailk to drirk or sell. So were threc each of those who had
spent the noney on housing and school fees and again, three of
those who uscd it on maize plus the faruer who planted tea, But
in vost cases the satisfaction wans dependent on capacity to repay
the loan - often frou sources o2ther then the investacent nade with
it, The majority of those who gnve information had not yet
cocpleted repayment (55% -versus 45% who had) even though by far
the najority of the loans would have been seasonnl and the year
of borrowing between 1976 (possibly 1967) and 1982, But those who
were satisfied-tended to.be those who had a variety of sources of
incone (coffee, business, wnges etc) so that repayuent was not o
negging worry to then (even if not completed), By contrast, of
those who did not have such source of incooe, many werc concerncd
that if the co-operative got serious about extracting loan
repaynent, they night have to sell a cow or take children fron
school to do so., By far the commonest couplaint fcight
respondents) was that the co-operative did not provide accounts,
Several clearly felt that they were being cheated oand made

renarks nbout heving to keep on paying "for ever',

While nore of this groun of borrowers were plenscd with the lonns
than dissatisfied, a najority hnd not yet repaid their loans and
they were as a group thus responsible for higher naorketing costs
to the reuainder of the co-opecrative tiembership., High nmarketing
uargins and long delays in paynent for coffee arc anong the

connonest complaints one hears froo farmers in thic nren.

One con tecke the ennlysis olightly further by looking nt
possible renscons for the particular pantterns ol use and non-use

found:

Coffee - since 1978/79, world prices of coffee have bcen too low
to encourage expsnsion of production except when there is frost
in Brazil (1986), and the disincentive mggravoted in Kisii by
high co-operative charges and loung delays in paynent for

coffecs (frequently six nonths »r nore), Wonen do nost of the work



on coffee, while their husbands counonly collect the money,
another likely disircentive., In the aree where the dnta were
collected, the trend for sorie years has been to ignore or cven
uproot coffee, replacing it with bananas, sugar-cane or fresh
vegetables for local cach sale. Under the circunstances, it is
gearcely surprising that few used credit to expand coffee

production,

1lybrid Maize ancd fertilizer for 1t, 2re cven less likely uses of

credit funds in nuch of Kisii. IMost housenolds, grow so little
naize, for laclt of space that hybrid seed and fertilizer. could be
purchased with the proceeds of a few days'!' casual labour, should
the nen in question choose to do so,. Those who would not would
scarcely use loan funds for this purpose. Most households.do
plant hybrid naize, thouglh rather less use fertilizer on it, and
those which do not, are generally those at the very botton of the
incouc~scale, to whom credit would seldon if ever be nade
available. And even in these cases, i1t would usually be possible

to afford hybrid if the man of the household were to spend "hieh
incone trou casual labour on it, Credit for naize ond fertilizer

are loportant for larger Ieruers, but this is outside the scope
of the prcsent prper and of little interest to uost peasants in

Kiegii,

By contrast, the uses to which borrowers did put funds scen quite
rationtd. If education is seen as the nain potential way out of
the sonll faraers! predicanent (as it is) then it nakes sense to
uge borroawed funds to pay for it, especially if onc can reckon
on being able to take eight years or wore to repay a seasonal
loan, Tnec snue can be said of improvenent of housing though it
uny seeu "uerely consunption" to some, It reains perhaps 250 days
per year in nany parts of Kisii, which makes 2 non-lenking roof
well worthwihile, Apnrt frou discoafort, a daap house coutributces
to sickness, loss of work and expenditure on nedicine and
hospitnl visite. A thaicked roof renains tight for the first yeno:

or two, but thereafter leaks increasingly. When there was coama:



land, wen couwld re-roof without significant cash costs, but now
the thatch cust be tought, s2 that a mabati roof, which would
lnst six to ten years, could even be cheaper in cash terus, once

the initial outley has been nade,

Investrent in catile is on interesting case, given thnt only o
pinority of those bought see: to have been grade aniunls. Cows or
heifers are a very popular investunent in Kisii. Not only do they
yield a return in terws of nilk to drink or sell ond cslves to
sell or build the herd, but (and this is a nsajor attrnction) they
can be sold at short notice if the need for eash arisces, They are
thus often purchssed specifically as a short-tern investuent (or
fora of savings) when funds are %o be put aside for school fees
or for a wajor investnent, It is thus hardly surprising-tant
cows with a low proportion of exotic blood are preferrend,.
Investment il exotic cattle is a long-tern venture, requiring
further expencitures on a stall, fencing and veterinary

nedicines, sinply to avoid tiie risk of loss through death fron
tick-borne disease, with further cxpenditure on puichascd Leed
necessary to reap the -.productivity gains. Relatively few
purchasors -hove the money or the intentrrr oI spending it on
these itens, in which case the rick is ouch reduced by a high

proportion 2f local (unore tick~borne diseasc resistant) brecds,

This type of transnction is mentioned by Paterson (1984), who
writes of people in his sanmple population (in Bunyorc, Vestern
Provincc) as having "placed their sovings in.... low risk
business investrnients ... like trading or basket nnking (which)
function in many woys like n savings account, accunulating
interest in the farn of profit aond a2t the sane tiuie 2llowing the
conversion of inventories to cash when required," e ulso notes
that "An investuent in hybrid uazize has neither the sccurity nor
the liquidity o»f such busincss investuents." (pp. 86-87).

0f course, not nll the non-agricultural uses of loan funds can be
so justified. Use fnar consutption, cspecially drinking, is an

obvious case of plnin uisuce., So does the use of a lonn for
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bridepricc, as one of the borrowers seened to recognize,
benonning thnt he had spent wnoney nrerely to increase his
troubles, On the other hand, use of loan funds on hospital or
other health c¢xpenses irdicntes o need for soue source of funds

to tide pcople over difficul.t periods,

To sumiiarize, the co-opcrative loans schemes as expcrienced by
recipient peasants in ore part of Kisii District had little in
conlon with wvhat is supposed, by the planners of the scheaes, to
have becn happening., Those who use the loans for purposes other
than the specified nre gencrally regarded by agricultural
nodernizers as irresponsible "misusers", but this is not
necessarily the casc. On the contrary several borrowers had well-
articulated plans for how to use the several thousand shillings
profitobly and wcre frustrated when their applicotions resulted
in only "400/- and a pair of scissors". True there were
borrowers who should never have becen given the noney, but this
could ersily have been discerncd by local co-operative persomael,
had they had a nind to do so (chang'as drinkers are rnot hard to
identify by sight or smell) and had little to do with

requircnents to use the loan on naize or coffec,

Though I an not nble to sny just how representative this sauple
is, the findings ~rc fully in line with nost of the conversations
I have had about uses of "developnent credit" both in Kisii and
clsewhere. It supports the opinion of Ottosson (1935:13).that "it
ie doubtful thnt "ngriculturnl credit" is a valid concept, when
snallholders! nctivities as farmers are lnrgely indistinguishable
fron their nctivitics as households," He concludes fron this that
it is time to shift the enphosis in credist progranues froo
agricultural uodernization to banking principles since "earnarked
credit is ... often a planner's illusion", and since it is
luportant, especinlly with progracues like CPCS, whicihy are based
on co-opcrative tienbers! snvings to preserve the funds intact.
Business nnd LCcononic Rescarch also counclude that.part of CPCS

should be converted into 2 wore general loan fund, lending for
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purposes chosen by tie borrowers, on the basis df adequate
security. Troo the Kisii sauple above, it seens that the noin

requirenert is for wvediun-tern rather than seasonal loaus,

This seens to be the direction in which things will go and indeed
are alrendy going, The Kisii Farmers'! Co-operative Union, Banking
Section, repaid 211 its credit projecct debts to the Co-operative
Bank of Kenya soue years ago, and now lends solely on the basis
of nenbers! savings. fTuis releases the Union frow the regquirecncnt
to give credit in kind, Its nembers, so I was inforued, and nost
especially the credit-worthy onecs, were sinply not iatercsted in
borrowing in kind. They had their own plans for what to do with
the noney and ¢id not wish to waste time selling bags of seed or
fertilizer to get cash. Whot they wanted was vediun-tern credit

in cash,

It thus seeus.as if sanll-farmer rural credit in Kisii, ond
perhaps Xenyn, is moving towards a nore narket-oriented appronch,
for the richer peasant farners, which secns likely to be nore
satisfactory for both borrowers and lending institutiongs. This
leaves the poorer pensants un~catered for, but there is little

evidence that project credit aic this satisfactorily in aay case.

That peasants in Kisii hnve their own reasons for wishing to
borrow froo their co-operatives, nmost totally uurelated to the
purposes for which credit projects arc initinted,,is so obvious,
that it could be nissed oanly by looking at peasants through the
distorting stercotype whereby developuent is seen as cocqual with
ngricul tural noderaization inpnsed from outside and above, and
where peasants are ceen solcly as '"coffec producers" and =s
"acceptors" or "rgsistors" of such inposed change. If one is to
procced further in the annlysis of credit processes and needs, it
becones necessary to go beynnéd this siuplification and consider

aspects of Kisli cconony and society.



T Kieii District, Kenyza: A Contradictory reality.

In sone ways, Kisii ig nsnong the nost "developed" Districts in
Kenya., It ic a hilly area, mostly over 5000 ft ambove sgea level,
with the :highest overall rural population density in Kenya (about
400 per square Kilometre ot the 1979 census and appreciobly
higher now). The soils are generally of very high fertility and
the rainfall anong the highest and most reliable in the country
(about 1500-2100 nn p.a.). Liost of the District is divided into
snall farns, neatly divided with hedges between both farns and
individual fields, Many farms are long and thin, running up andé
dovm the slopes of the hills, since farms.are sub-divided on
inheritance so as to provide 2 share of the different soils of
the catena to all. This gives an unusually tidy and ordered
appearance, Connon land has virtually disappeared., Cattle-are
nostly kept and grazed in paddocks (or along the roadsides).
erosion scars are rare; tlhiere i1s an abundance of large stone
houses along the nain ronds; planted trees for timber and
firewood arc couwmor, At this level, it is ensy to goin an

iupression of order, progfress and prosperity.

But while this is not entirely risleading, it is but one side »f
1 far nore nore couplex picture, High population density neans
thnt wecn farn—-size is under one hectare, the wedian well below
thnt ond the suallest fnros thus nicroscopic., These averages are
constantly folling, since Kisii also has the highest population
growth-rate in Kenya, at well over 4% per annun. In wany places
faran size is shrinking co repidly thot fanilies avoid dividing
farus ns sons core to noturity, to avoid their becoming sinply
too narrow to cultivate or hedges tnking nore than 20% of total
land, This, together with signiticant social and economice
differentintion, contributes to a high level of socinl tension

reflected in the statistics for violent crir::e.34 I hnave not seen

34, TLevine (1959, 1965, 1980) relates violence, nuong - other
things, to a repressive pattern of child upbringing ~-nd
socinlization. He also finds relevant the pattern of defercrce
and doninance which accempnnies Xisii's rather high level of
differentiation, on incona; render nnd age axes.,
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recent Tirures, .but for nany yecrs, Kisii shared with Meru
District the cubious distinctien of the ligles. rates of nurder
and rape in Kenya. Hdarital discord and violence are at higher
than usual levels, dispensnry werkers ol Ry ocqunintance claining
thet o significant proportion of their patients are wonen who
have been severely beaten, Stories of witcheralt and poisoning
are widecpread, connon targets teing the cuccessful and uen who
kave left their wives for another wouan, How high the rntes of
drunkenness and alchoholisn are is hard to tell, but they scen to
be higher than in nany other parts of rural Kenya35 and to be
relnted to the pattern of violence. Unsystenatic ernquiries nnd
conversaticns indicatle *that nony nen have becone drunkards as a
result of worries -na inability to sleep at night, while an
apparently high incidence of suicide and self-Cestructive
behaviour are pointers to similnr probleus,

But this depressing facet is agnin only one side of the renlity.
Fnoracus anounts of energy and ingenuity (not all of it well~
qempck-or 2ve emendod owm Fiwdd potutieona *n the problens
facing people. The hunger For cducation is os fierece as anywhere
in Kenya, Iuse ruabcrs of attempts are nad "o start suall
businesscs. Some pessants are highly innovative and concerned. to
inercace farn returne,; thoush not necesgarily, or-cven usually,
by the neans recomnencded by the extension service. Yet the very
level of activity on all. these fronts has reduced the potential
returns, In.agriculture; there hag been a discernible ghift in
recent years, awny fron coffee, towords tea, but euspecially to

7

. . ; 36
sugar-cane, cweet bananras,; Iruits and veetables for 1local or

b

national markets, the najor linitations being transport costs,

B e e T e ]

35, D. Paterson, personal ccuounication (discussion of his
experience in a very highly nopulotel 2rea of VWestern Province)

36, This ic espucinlly true of the Vanjare lovilands viere I have
been living.
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linited narketc and folling farw size. Many of the nore promising
srinll business opportunities are hugely oversubscribed with
hopeful entrants. The enornous expansion in educatio: since
Independence in Kenya has sceverely reduced the gain in terus of
jobs. At Independence rnd for sone years aflter, coupleted prinary
school education was enough at least to be sure of o job.

Nowndays there are Fora IV (out of six forns in secondory school)

leavers enployed as casuzl labourers in Kisii.Bl
In farning, 2 najor factor.liniting increased productivity is
gender conflict, TForually, nen control alwnost all faru resources,
nand the returns fron noct cash-producing activities. Vonen have
the responsibility of feeding their husbonds and fonilies, with
husbands often unwilling to contribute either labour or cash.
There are nen who work hard on their farus, innovate and take an
interest in their families. But there are others whose
contribution is ninimal, Typical for the latter group is to spend
a few hours in the worning doing casual work ("contract") for
others, to earn enough uoney to drink ebusa (local' beer). or
chang'an (distilled liquor), returning towards nightfall either

. . . . 38
parnlytic or aggressive and in either case flat broke.

Agrin one tust stress thet this latter euphasizes the worst of

locnl socirl relations, It is scarcely surprising that socinl

37, This hns led to socirl tensions both generally and in the
specific forn of o well-known youth criminal gang of a Tew yesrs
back, known ns the "kecbangos'", This word apparently nesns "young
nan'" in the Knlenjin lengunge, but in this case stood for the
Kisii Educnted Boys niid Girls Organization. Activities included
house-bwernki:. . blacknail and extortion,

38. Worst of all is when the day's labour fails to provide »
sufficient skinful., 1In thot cose the man may cone hone feelir.
tiean beat hic wife to get nore noney. The saddest person I have
net in Kisii was a worian, probably not out of her twenties
(though she looked at first sight an old wonan), who T gave =
ride to hospital nlter such an episode. It euerged thet she w
beaten regulnrly (several tines per week), usunlly when he warnt
drinking noney, ~ further background probleu being thet she I
not "given hia a boy", hoving borne three girl ciiildren,
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drinking should play ¢ substontinl part in the leisurc ox
pcesants in the sres, Television, filus, reading waterials, light
to read by and sufficient literacy to read books nre not
widesprend. Drizking is not uerely n nntter of dead ~drunkenness,
but 2lso an aid to friendliuess, huwmour and convivi.ﬂ.lity.39

Women are oppressed in 2 nuanber of ways, but this does not show
in a cowed or repressed ranner, Incdeed one of the norc
characteristic sounds of the Kisii countryside is of the voices
of wouen raised as they tell riotous stories and screan with

laughter over theu,

The above inpressions nay help to correct the inpression of
saall-holders waiting to be nodernized, but tell one little about
the structure of Kisii society. Vhat follows is no nore than a

sketch, bascd on the work of others, notably Orivis.

8. Kisii: m-gi_:-taricrl Slzcteh

It is a neasure of thc cnoruous change in Gusii40 society over
the present century, that the population is *liought to have been
no wore than about 100,000 nround the turn of the ccntury, one

fifteenth of the present level. The Gusii are o Bantu-spenking

39, My own visits to locnl drinking places have nlways been very
pleasant and enjoyable occasions,

4

40, What 'nane to use for the people presents a constant probleu,
The District is called Kisdi nnd by extension, the pceople are
referred to in English, including by thenselves, as "Kiciis",

This is grannatically incorrect, since in their own longuage
(ekegusii) they refer to themnselves as "Abogusii'. But to do
this, when writing in Inglish ceon lcnd a uilslceadingly
"anthropologicnl” (or "uy tribe") tone. This would be
particularly insppropriste in the presgent context,; where the
discussion turns srouné credit nnd other .econonic fnctors, and
since Kisii is a highly differentiated society of sonec 1.5

nillion peoplec, including auong its ranks aillioaaircs, cabinct
ninisters, senior civil servants, high court judges, Olynpic
athletes and a substential niddle-class, in addition to peasantcs
petty businecs persons and rurcl poor. I Lave decided to

alternate between "Gusii' without the prefix and "Kisii".
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people, who orc thought, on the basis of orzl history and
linguistic cvidence, to have aigrated by degrees to their present
nountain honcland, arriving in their present nountain houeland

during the late 18th and 19th centuries.41

In the pre~colonial period, and for sone years after, nost land

in Kisii wng uncleared bush and forest., Cultivation was largely
for subsistencec, based on bush fallowing, and perforned, apart
fron initinl clenring, alnost entirely by wonen, ‘hile the
najority of subsistence in nutritional teras, derived fron
cropping, based on finger-nillet, the focus of Gusii society, and
of the uen who doninnted it, was livestock. The power, wealth anc
influence of nen was related directly to their control over wives
and cattle and their production of children, both nale to
increase the linc and its capacity to defend its stock (and raid
thosc of others) ané feuale for bridewealth (in cattle) and to
cenent ties with other clans through exoganous merriage.42
Livestock gnve access to wonen, on whose labour and fertility the
reproduction o.” the fanily, lincage and systen depended, The clan
structure vrried over tine and between areas of Kieii, which was
divided into seven different "tribes', But though lerger
groupings were inportaunt on occasion., especially tines of war,
polygnanous pntriarclhis appear to have been largely autononous. In
other words, lincnges tended to divide and control to be diffusecd
relatively frcquontly.43 It seens likely thaot the {issceted

nature of the topography wns anong factors disposing to cuch

41, Siuplified, perhaps excessively so, fron Ochieng' (1974)
42, See Orvis (1985L) for further detail about this.

43, This scens to have been tlie case to 2 grenter cxtent nerr the
boundrries of Kisii territory. Kitutu, in the central highlaads
of the :ll_strict, is to n loarge extent conposed of one very lorge
coatrolling clnan,



- 37 = IDs/ 466

division, though doubtless not the only one. Ornl hi:story

indicates that wnr was frequent, though wars are always likely to

be highlighted by orcl historians, since peace lacks draua.

Moreover, zany of the "wars" recounted would have involved no

pore than a few doyen people. At the sone tine, there were a

nuaber of vechanisns for co-operantion in cul tivatiorn, both within
and between extended fouilies (of the sase clan). -l.ost of these
seen to have involved connon cultivation by wouen, Tollowed by

conmon érinking by men. (Meyer 1949, Levine 1966: CL, 2).

The sane .cvidence nbout the pre~coloninl and co:’ly colonial
periods can be read to imply either thot Gusii socicty was
relatively cgalitarian (there wns no cstablished hicrarchy of
chiefs or kings) or that it wns highly differentiated (it - _ -appes
that there were considerable differences in weanlth nnd = power
between diffcrent fanilies and betwecen the donintmt and
subordinate poris of fanilies). Orvis (1987:5) Zfollows Mayer in
asserting thot "relations between houscholds were rather
egelitarien,” though he points out that “"relaticus within theu
were not", stressing distinctions based on gender nnd age. The
Levines (1966), writing about the late 19575, ctiress socinl and
econonic diiferences, the contenpt of rich for poor, the bitter
envy, covered by obsequious behaviour, of poor for rich and the
expression of this in poisoning and fear of it, Pert of this
derives fron differences in tine and plece., The Ievines studied
Nyaribari in the late colonisl period; nn are- genernlly stated
by Kisii inforueonts to be unuvsunlly hierarchi :cl and suobbish,
due in part to the influence of a very powerf ai chief, near whose
headquarters the Levincs! research wng focusred., Orvis (like
nyself) worked nainly in Wanjare, which woul . probably be
choracterized by wnny local inforuants as beling at the anarchic
end of the scale by Kisii stondards. Also, by the late colonial
period, the beginnings of copitalist accunul.r.tion would have -
begun to energe, though on a2 very suall sca.. coupared with the.

present.
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But in another sense, this reflccte different concerns, The
Levines wvierc conceraed with differences in wealth and prestige
and their effect on bechroviour; Orvis with evidence for or ngainst
class-forrmation. From the secondary evidence ovailable, it seens
possible, indced likely, thnt contewptuous behaviour towards the
poor and exvy for the wealthy and fortunate, were characteristics
of pre-colonial socicty, even though the degrec of econonic
differentirtion would have been Tar snaller than today and less
stable over generntions. One would expect o najor factor changing
behaviour to be Independence nnd the introduction of clections as
n wvenns of rchieving positions of power., As so often direct
obscrvation | yields contradictory results., One certainly observe
patterns of contecupt/obsequiousness, but then again one aslso
observes tiany occasions when persons of very different status
scen able to reclax asnd enjoy a good laugh together, though

especially if there is no o0ld nan of high status present.

Age nnd gender differentintion certainly were and are important,
The ideology ~nd socinl reslity of nale superiority and control
rennin unusually direct and forthright to the present, as does
the widespread rinle opinion that provision of (his) food is o
wife!s obligation, his own only obligation in that respect being
to "show her where to cultivante”, While Ly no nesns universal,
there are nrny e who feel it is sinply not their business to
spend nouey on (sny) hybrid wnize or fertilizer, unless a surplus
is being grown Tor sale (true only on a small nirority of large
farus). Even soy, at lenst in fornal terus, uen uake o1l decisions
as to how land should be nllocated between different crops and
uses, leading to a bins in favour of cash products as against

. . . [‘A
household reprocduction iteus, like food-crops and firewood, -

44, Voodlots nrc vore frequent in Kisii than in nost prrts ol
Kenya, but nost ~re growm: Lor dbuilding ticber or salc us such,
sttaller farus in tiie-niore cdensely populated areas, shortagc of
wood for cookiiy is n reclly serious probleu, leading soue wonic:
to prefer hand-pounding of unize, which wnstes both tine and
grain, through loss of the outer shell, but saves cooking tine,
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The real powver of ol.l cea seeus to be declining with loosening
contrdl over narriage »nd *  thug the disposition of wonen, Orvis
(1985b) shows that delcys in paying total brideprice havce
increased very significontly over recent decandes, so that
nowndays wen and worzcn have often been ° living togcther for
several years before even a start is nadc. Tduecntion has n
sicilar effect, since the yowyger generation are generally better
eGueated than their parents, this being a uajor detcruinant of
job potentiasl in noderir Kenyn. Nevertheless the age hierarchy and
ueans for its socinl expression have by no nenns disappenred,
Gusii forns of nddress counonly refer to both age and scx; old
nan, young unrried wonmn, boy child, widow, etc.‘1Lb There is a
requirenent for "uodesty" (ensoni) btetween porents and children
to the extent that nuch of children's socialigation cones frou
grandpsrents, A fatlicr niay never enter his narried son's house,
and the latter should not be dicsrepectful to his faother. The
presence of ~n elder man of high socinl status can have n
dnupening effect on socinl occasions, as the younger nen present
laugh obediently at hic jokes, carefully ngree with his opinions

and repeat the final lines of his obiter dictn,.

The basis of differentiation, ag of houschold reproduction, hag
changed radically since the beginning of the coloninrl period, The
colonial state struck early and hard nt the basis of the
livestock cconouy and society, by levying large fincs in cattle
and by outlawing the "cattle villages" in which young nen were
gathered in a sort of linited nge~grade Systen to look after the
Paridyleo—ertile, -defend ~thre.: and raid those of othcers., This

t

. . . .16
released labour, first for First World WVar servicce ~, and then,

45. The significonce can perhops be gnuged by conparison with
other socinl groups, 2c in o rensrk overheard, "Whkat I hnte about
Luos is the woy tuey ca2ll each other "onera"". This teru neans
sonething like "friend'", and can bhe ubed of uen and wonan, young
and old, high and low status,

46, In the infrooous Coarrier Corps,; whose fatality ratc wes nuch
higher than those of fighting troops.



with the developuent of tea plantations in rneighbouring Kericho
frou the 1920s, for nigrant labour, which fron then on formed an
inportant couponent of District incone. Froo this period,
individual Xigiis, .espceinlly converts to Christianity, began to
seek nnd find wore variced, skilled and sonewhat better paid wage
labour. Sone of these (together with Chiefs and others notobles
of the local system) began to invest in expanding lond-noldings
and the beginnings ol cash-crop production. This "s’craddlin(.-;“/;'7
Orvig refers to this phnse as the formation of a pensentry, which
he nsserts hag cince been Gestroyed by further pressure on land,
vhich is no longer the nain basis of family reproduction, or
accunulation of capital., He also asserts that previous couanunal
institutions for insuring Iauily survival have broken down to
produce '"multi-~sectoral houscholds whe diversify investaent of
their linited resources in raother uncconounical ways in order to

nvoid the insccurity they foce as a result of integration into

the narket econony and the concouitnnt breakdown of conuunal

institutions," (Orvis 1987:3).

This certainly captures nuany features of present Gusii society.

It is true that nost Gusii houscholds are multi-sectoral econonic
entities, llost depend on wnge-labour or business - external to the
fanily farn, TFew coulld survive on subsistence production alone
nnd virtunlly nonc do so, TFor nost houscholds, the nost . iuportant
single investuent wiich can be nade is in the education of
children, to give then n chnnce to get jobs at higher wage levels
and with greeter peranncence than the casual labour which is about
all that is aveilable to uneducated young people, Lack of jobs,
is in turn a uwnjor incentive investnent in off-farn enterprise of
varying sorts, ranging frow guite substantial trading, trensport
and processing, uown to (say) the sale of a few. bunches of

bannnas by the roadside.

This shows up in ncasures of econonic structure, The Rural
Household Bulget Survey of 1981,82, (Econonic Survey 1968: (cn,

3)) shows the proportion of total incoue, by District, deriving

47. This ,useful teru, coined by !,P, Cowen, to refer specifically to
uent of income frou governient enploynent in expanding peasent farn prc
has beentaken up by Orvis and others to cover the investment of procee’
agricultu.. . euployient or enterprise in pensant agriculture. It has be.
renains one of the nost iuportant neans for transfer and aceunulation o
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fron; faru-enterprise, non-~farn-enterprise, wages and salaries
and "other sources", Tntle 1 shows the Districts with the lowest

proportion of incone deriving fron own farn enterprise.

lable 1: Proportion of Income Deriving fron Dificrent Sourcces,

District To-Ent  N-Fu-Ent W & Sals Other Total
Kiaobu 29 19 36 17 100
Kisii 31 28 16 25 100
Kwale 33 15 45 6 99
Kirinyaga 36 25 16 23 100
Murang!s 38 22 18 22 100
Kilifi /- /=* 38 18 34 11 101
Kakanega 38 17 23 22 100

* Kilifi, Lezu and Tona River Districts, tnken together

Kisii has the second lowest proportion of incone deriving'fron
faru-enterprise (the average for the country being about 45%),

But it also has s rather different structure fron rnost other low-
incone-fron~faruing districts. Vhere .Kinubu, (next to Nairobi),
Kwale and Xilifi/Tana River/Laou, (coastal tourist tradc), have
high proportions of wnge and snlary earners, Kisii has the

highest proportion of incore fron non-farn enterprise (and frou)

"other" sources, Kirinyaga being sinilar in this respec'l;.'

This goes together with a surprisingly low rate of out-uipgration
fron Kisii, given the high population density. If the proportion
of fencle~hended houscholds is taken as a rough indicator of nnle
out-aigrotion for labour, Kisii ranked, in tlie early 1980s, 18tk

4
out of 28 "districts" r9, with 25,4% of households fenale-lLeaded,

48, The "other category is.difficult.to interpret, cspecinlly
‘ag the sourcs cited providcs no clues, but probally couprises n
nix of renittences and non-for.. cirtcrprisc. Hrd 11 been couposed
solely of renitv-i:ces, onc would havq__e}‘i})cctcd A hi;;‘nerL' -
oroportion frou Kajriicgr, Si~ya, (17%) ~n ather high out- -
nigration DistricEs. o T ’

49, The proportion of fenale~headed housecholds is a rather rough
neasure of out-nigration. High nigration can coecxist with o low
proportion of fenale-hended houceholds ii; a large proportion of'
aigrants take their wivee with then, or if other nales are put in
control of the household in their absence, for purposcs oi

control over labour (or for answers to Rursl Census enumermtors).
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anluost exactly halfway between the highest (Siaya with 49.6%) and
lowest (Kericho with 12.57'3)." Data frou population census
pyranids indicate that men froa Kisii do out-nigrate in. large
nunbers in thieir early twenties, but that they stay away less
long than nen from high out-nigrotion districts, (Or.linde 1968).
The saue author also showed very low nigration rates for Kiciis
in 1961 (7% for wuen, conpared with 229 for Luhyas ond 17% for

Luos).sl

The above figures show that less that one third of total incone
in rurnl Kisii cones fron "own-farm-enterprise", while all
indicators arce that the proportion is likely to fall in the
Tuture, If one¢ takes this together with Orvis's denonstration
that fanilies with no non-farnm inconie tend to be the poorest,
this would scent to bear out his contention that a peasantry,
haoving been forned enrlier in the century, is now in process of

destruction, But, therc is also counter-evidence,

Dauta like the above tendas to exaggerate (and sonictines grossly
s0) thc cash couponent of incone, while it ignores its
distribution within the fanily., Since cash incone is largely o
uale prcserve, it is entircly possible that, of a fanily of (say)
seven pcople, six of then uny be living slmost entirely froo
produce and inconec omitted fronm such calcul.'ntions.52 That ig -
fanily incone and fanily reproduction are two different things.,
Moreover, what keeps fanilies in the situation of peasants is

ilainly Lack of nlternatives - and their different defined

5C. Worked out fron Table 3,1 of Xenya Governzent (1988m)

5l. TFor higher rates were shown for Kikuyus 42% nale, 40%
overall, and Nandis (385 and 37%), but the rather close sex
rotios shows tunt these were lorgely fanily nigrotions, with 1l
transfer at the end of the coloninl period.

52, Thanks to Aun Heidenreich for stressing this poinrt,



- 43 -~ IDS/ 466

sppear~nce ir the near future., Given the cifferentinl
opportunities for nen and worien and their diffcrent delfined
functions within the housecihiold Qivision of labour, it seceas that
ceven vhen nen cre fully integrated into wnge-labour or non-~faru
business, o lerge proportion of houschold reproduction way still

renain based on peasant agriculture.

9. Credit ond Savings: Transactions in Tine and lloney.

While the above way seem o rercly theorctical issue, without
practical implications, it does in fact, provide further

explanation why nuch agriculturol credit is used (nostly by nen)
for non-cgricul tural purposcse. It also iuplies (as turns out to

be the case), that with largely separated nnle and fenale
econonies, one woull cxpect tc find different patterns of weavings
and credit transactions between the genders. As always with
differentinted societies nnd those in process of different-

intion, one finds differcnt pntterns between rich and poor,

Credit (ond its corollary indebtedness) arc anong the-nechanisns
whereby soce accunulate while others are dispoesessed, There | will
thus be diffcrent prtterns for lenders and borrowers, those
inproving their access to resources and those doing the opposite,
thos¢ successively inproving the organization of resources oven
tine. and space and thosc losing control., One cxanple is the
transfer of 1land in ¥dieii., Buyers are iavarinbly those with

incone fron outside agriculture, while sellers tcend to be those

s
who cannot even subgist froar their own furms.)j

Both within and between incoue strata, there is 2 clen

difference in patterns of econonic behaviour between nen and

53 Orvis (19851) ¢ocunents this fron a sanple survey in Vanjare,
11y own less forunl rescarch in a nearby area confirce the pattern
rith one eddition., Alnost without exception, sellers of land =re
chronic alceooplics, .lcast caring what becoues of their fanilies

or thecselves,
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wouen, Men have far superior o~ccess to noney incone, whether thi
be throwgh wage-cerning, itusiness or the cash proczels Iro.
forninge AS clsewhere in Kenya and the world, the proportion of
wonen declinec as onec nscends the educational and occupationnl
ladders., There arc a sncll but significant nuaber.of weolti
businesswonen, though very Icw 2t the top of the pyranicd anc cven
fewer who have got there-other than as wives of .powerful uen, In
foruing again, there nre woilen who run Tarus on their .own, or w
have nanaged to persuade husbands to let theun collect tea or

coffee proceceds, but they nre in the winority.

While wonnens! incoues tend to be far lower, their necessary
expenditures often include by for the major proportion if not the
total of day-to-day fanily subsistence/reproduction as weil as
unost of the snvinges for eucrgencies like hospitalization., For 2
husband to contribute to farily food expenditures seeus
exceptional, though probably the incidence rises in cases of
serious neced, In nnny casec, n wonan will have to provide nearly
all funds for clothing for herself and children, aport fro:
arbitrarily tined "prescnts"., The notion of a husband putting a
regular nuount into the “aousckeceping" is wost unconnon, But
ngain, the variztion betwecn nen, like that of their incoues,
tends to be frr wider than for woaucn. At the top end.of tae
incoue-serle, soue wealthy wen provide nodern housing, clectiical
npplinnces, cxpensive cducction and servants, while their wives
often hnve the better-paying jobs. Others keep their wives (or
the less favourcd ones) nt far lower standards thar theusclves,
At the upper-.iddle level, salary cnrners will connonly set o
portion of their wnge aside for savings or repayuent of 2 housing
or educrtion lonn, after which most of the remcinder is strictly
"theirs" to spend., As ounc goes down the scele (which is as nuch
one of responsible bechaviour as of incoue) less is saved and thae
wage lasts less long, until one reaches the situction referred o
by wany nen as "four dnys of living nnd twenty-six of survival®,
that is fours danys in whicl Jisposnblc incone is spent, followed

by o periocd until *he following pay-cday, when the nan is without
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aoney and dependent on foold provided by the wife to survive,
Right down at the botton end of the scalc arc those wen who
contrirute nothing 2t all, or even less, since thcy spend
virtuslly all taey earn (ususlly frou « icasual latour) on drink and
then cone hone ¢runk anl takce their wives! savings by force.

It is in this light that one has to consider the reanrk often
heard froz Kisii nen thot wonen "are our savings". By and large
both genders sce uen os uore generous but less responsitble, while
woaen arc penzy-pinching but wvore concerned for encrgencies and
the future., Indeed this chiaracterization is often followed by
anecdotes of how a wouan wh nas denied having so nuch as five
cents, turas out to have severnl hundred shillings when a child
needs hospital trertuent., Another conuon ncconpaninent is couic
stories or niie of how woren cnn get be tricked out of their

4

-
noney by a sufficiently plausible story.)

ALl this gencrates rather different patterns of borrowing and
saving between the genders in Kisii, As is also true in other
areas of econouic life (anc‘. counonly closely bound up with thcm)
wonen'!s credit and savings activitice secnnt for nore often 1o be
based on groups, where nen'!'s nare norc often individunl., Sone
exanples follow, though this pnrt of the rescarch is yet uore

prelininary and tentative than the rest,

Male borrowirz ané lending -~ 11 cases werce collected by 2 nale

assistant, ten of the transsctions being betwecen nen and onc with
wonen on both sides, Virtuclly all were business loans, which iz
not surprising as this assistant had used his pay to opcn a snsll
shop and collected stories froa other traders necarby. Thus * scven

borrowed noncy for troding (shop, butcliery, br:nana—trading), one

54, I had orizinally sc¢t "conic" in quotes but realised that this
failed to encoupass yct further contradiction., Vith o ood
raconteur (anc Xisii is not short of theun), and especially after

2 can or two of ebusa, such stories can be very fuany - until one
considers their inplicntions ~ which is usually after the event,.
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for starting capitol and six for running costs. Two (ircluding
the wonen) wishcd to conplete land purchases. Another wanted the
noney for school feces, and did not wish to sell n cow at a tine

of year when prices were very low (prices of cows tenc to f2ll at
tines when school-fees are due, which neans that they are not
quite liqui? savings). The last wished to plant vegetnbles for
sales This wasg roughly what the loane were used 'for, except thnt
one borrower saw two grade cows going cheaply after getting th
loan and bought then, while the fanily of another got sick, so that

he used the lonn on Lospitrl fees.

The lenders werc nost often businessnen/traders, though there
were farners and wage-workers too. Here the notives were roughly
divided into two., Sone had noney which they had accuaulated
(sonetities, but not always for a specific purpose) and.wished to
avoid its Lurning a hole in their pockets until needed, being
distrustful of banks or the Post Office. The renainder lent in
order to hclp out a friend or relative., Three of four cases where
no interest was charged fell in this group (the other was a
worker who "saved" his nouey by handing it to o :trader who then
cheated hiu out of nost of it). In seven out of the 11 cases the
transnctions were witnessed by outsiders, often elders and with a
beer-drinkinug ceremony to fornnlize the transaction. The two
wonen called their trander hustands to witness. All <those using
witnesses got ot least the principle back, thouglr sone had to
call ou their nssistance to do so. Of those not using witnesses

two (hnlf) friled to get their rioney back.

The loans ranged in sizc from 800/~ to 5000/~ with an avercge of
just over 2000/~ (nlnost exactly double the anounts borrowed
fron the co-operative, cited above). The shortest durntion Tor a
loan was onc nonth (1 case), the longest 2 years (3 cases), with
three cascs of one yeor., The other three loons had no set
duration,, though in onc casc it was ngreed that the woney leat
(which the lender planned to use for land purchase vhen a

suitable plot cane on the narket) was to be vepzyable at two-
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weeks notice. The agreed interest-raves were usually stated in
conthly teras, or »s a total paynent ot the end .of the loan
period., In ennunl tercs, they ranged froow 109 to 725% with the
average about 35%. The two ceses of total non-repayuient both
concerned traders, krown for sharp dealing, who deliberntely
swindled weak oen (one probnbly nentally retnrded), All those who
had difficulties in repaying, 3id  so cventually, though the wouan
lender let her client off nuch of the interest, realizing thot
she and her husband hnd genuine difficulties in repaying their
lonn, Here the two wonien were business associates and presunnbly
wished to maintrin the link, Vhile one nust be cautious of
genernlizing frou such a snall and non-randou sanple, it is
interesting that one finds ¢« cxanples of such a wide spread of

"nornal" business transnctioas.

Wouen's Borrowin;; and Lending - A still snaller set of nine

transactions wns collected by a wounn assistant, In all except
one casc the borrowers were wonen. That onc was the "classic!
where n worinn tracder wns forced out of business through giving
too ouch credit to -unspecificd buyers, probably nostly wouen.b
0f - the rcuainder, two had borrowed frou uen, two fron individual
wonen, three Iroun wonen's groups, one froua the Agriculturnl
Finance Corporation and one from an unspecificd relotive,

probably a wonan., Herc the rnounts varied between 150/~ nnd
2200/-, The first was a widow who borrowed 1%0/- in "tiding-over"
consucption losn frow a-neighbour., Realigzing that she would not
be able to pay in noney, she asked to Le allowed to work it off,

an arrangecent the lender hns couuonly nade with pcople, since he
has a Tull tine job ~nd purchanses labour in this way. This

differs fron a standard piecec-work contract only in thrt the

55, Apsrt fron being 2 classic throughout the world, this is the
subject of - .one of the nost popular prints, sold in aarkets in
Kisii and to be found in nany . shops. This shows one trader (in
eighteenth century breeches and coat) thin and despairing, "I

gave credit", The next picture shows znother, sinilarly dressed
but fat and sztisficd, counting a pile of coins, "I eold only for
cash.," (or text %o that gencral cffect),
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noney was receivel ~-before rather than after the work, Four others
borrowed varying suns for school-fees or house improvenent, but

at the sane tine invested part of the loan in trading or in

hiring land and planting crops to earn roney to repay the loan ~

a feature not found anong nen who borrowed., One other repaid the
loan without specifying how, while the other three had not

repnid, One was.- the loan from AFC, about which the respondent did
not wish to speak, except to say that it was "the start of her
troubles", another borrowed fron a banana-trader but had no noney
to repay. The third had "borrowed" (i.e., hegged in disguisc) three
suns apounting to 2200/~ froa a richer relative, having no

intention to repay "because she casn afford it".

Lending by Wonen!s Groups - Another set of exanples collected by

the snone assistant, looks at different women'!s groups in the aren
and shows that lending noney at interest is rather a comnon
fenture, The groups theusclves started in a variety of ways and
cover different nins and cctivities., For women who are peasants
or lower-lcvel wnge-workere, these are most often conwunal
working—groups or cbioube (sing. ekiombe)s They. conbine to do
"contracts" (casucl piece-work, either in general, or in one case
specifically naking roads and digging pit—latrines)., In nost such
cnges, souc of the noney is shered out straight away, while a
part ie pnid cach tine into a savings/investuent fund, fron vhich
the group hopes to invest in some connunal incone-earning
project, like a power nnize-nill, vegetable plot or fish pond.
Two groups already hnd fish-ponds (since o developnent project
wns offering advice and fish cheaply to groups willing to dig the
hole)., There werc nlso groups of salaried wonen, wno instead of
contributing work, put uwoney directly into a connon funa,
Sonetines as savings for long-tern investnent, in other cases as
the working capital for trnding. One group purchaced wvaize on
farus nnd sold it (sometimes after storing for a price~rise) at
the narket, Even here, the long-tern airm was to invest in

sonething uore fixed, like a power-uill or "hotel" (%ea-shop).
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In vost cases, while the savings fund was building up towards a
level sufficient for the planned investment, it would be further
auguented by lending out at interest, specially to neunbers,
though often olso to non-uenbers for an extra fee., The general
interest-rate cited was 10 per wonth, though it appeared that
borrowers who took longer were not zlways cliargec extra interest.
In sone cases it was napparently waived in cascs of real need, The
neans of sclecting borrowers was invariably "people who are
trusted" or siuilar phrnse. Though this did not always prevent
default, exauples seened to be rare, presunably because the range
of such groups is very local, so that all are known to one
another and social pressures thus eansy to exert., There sceened to
be nore cases of officers absconding with the funds than of

borrowers defaulting, tliougk.the lntter -wano also not cour:on,

Vhatever the primary purpose of the group, it coumonly included a
"contribution club", comprising all or sonc of the nenberc. Soue
groups consisted only of contribution clubs. Here a nuuber of
wonen agree to neet at regular intervals and contribute & given
sun. Each tine, the whole anount is given to one ncuber, who
thus has a larger suc for spending on consumer durables (clothes,
cooking utensils) than it is ‘norually possible for her to save.
The snnllest club encountered was B uenbers, cach contributing
10/-, (there are also 5/- clubs). The largest wac a group of B

professional wouen, contributing 500/- each uonth,

10, VWounen'!s Groups in a Broader Context

In South Vanjare 2lone, therc are said to be over one hundred
different wonen's groups in operation, though nany of then would
be ratner snall. This seeas to indicate a felt need on the part
of wonen for sone neans to get togetkher to improve thelr ccononic
status and lives in genernl, and there is an abundance of

evidence that these needs are real enough.

wrile the prper has hitherto concentrated on credit and savings
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(nostly the former), credit, as such, is probably not the
solution to the problens of the poor, or of wonen. The broader
basis of nost women'!s groups would seeu to bear this out. In-nany
if not nost cages, the aii-of the group was not econonic alone,
ronging frou conpanionechip, through adult education to religious
uplift and conuon bHible reading (this coanbined with knititing and
gewing articles for sale, with pooling of funds for purchase of
wool and other inputs). In several cases group Genbers reported
that drunken hushandz were what had initinlly stinulated then to
forn the group, noting the advantages of having savings out of
the house, where they could not find them. At the sune tine,

several groups, especially ebionbe, had a few unle neubers,

These groups perforu a whole variety of econonic and social

functions for their nenbers:

they provide a focus for long-tern investuent, holding out
the hope of higher incorie levels when the investuent has

been nade and natured,

in the ueantine, contribution clubs provide access at
intervals to larger suus than nost neunbers could save by

theasclves, for purchase of consuner durables,

the groups nlso provide a source of loans for energencies or
for specinl requirenents, at rather high intercst, though on

flexible terns,

(mentioned by nany nenlers) the group activities thenselves
are congenial nand even when they do not involve carning
noney, prevent the neabers froo spending it (for exanple on

beer),

the groups sonetimes provide some degree of uutual support
for their wouen neubers in non-econouic vatter, like ill-
trentuent by husbands, Even where nothing procticsl can be

achieved, conpanionship and coafort nay be iuportant,

Each of the economic functions would seen to have socizl and
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psychological aralogues; rcising hopes, reducing risk and

incrensing outual help 2nd solidarity.

Vorien's groups would thus seen an obvious focus for poverty-
oriented developaent policies nnd assistance froo outside -
except for the unfortuncte tendency of outside aid (unless
kandled with very great care) to crush what it aiue to help., In
the cnse of such sunll wouen's groups, the funds avellable frow
even NGOs are often so great as totelly to distort the purpose
and functions of groups. The worst danger is that o group which
started with a specific internal purpose nay be diverted into
dancing attendance on foreign donors (or the statc) for

rssistance which is often not what is needed in any case. Tor
exanple in one case observed, a registered wonen's group was nade
the focus for a whole day's tedious and pointless extension
campaign56 and then a few days later, kept waiting for.nost of a
dsy for a large party fron the Ministry of Agricul ture, including
an aid ageney wan who had trovelled the 350 kn fron Nairobi, for
the cerenonial handing over of a few packets of vegetable seed
(nostly .available in 2 local gshop) for an activity which they had
not thenselves plenned, HMuch nore of this sort of help and one
could predict a loss of interest Ly the nembers. But this group
has been in existence for severzl years, working together and

saving the proceeds to the tune of several thousand shillings.

fnother serious problen with externnl help is that those who cone
to leadership positions tend to be those who are best ot

nediating with outsiders, and these are by no neans rlways the

-0 T - L0 . . .

56, To introduce an "inproved" naize storage crib, nade lergcely
fron non-aveilable aaterials, whose sole useful featurc (a rat-
guard) could easily nave been incorporated into the traditional
cridb had aryone had the inagination to think of it, Secveranl of
the lengthy speeches were given in Ernglish which few 1f any
understood and the only benefit wmost reccived wns a poster with
pictures of nmaize pestss The text was in "scientific! Englieh and
thus incowprehencible to people with basic reading skills in
Gwakili., But 2t least it had coloured pictures and was usnble as
woll decoration,
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best dinternal leaders, ALt worst, groups can be subvertcd by
plausible opportunists who naxinize the "take" fronm external
agencies, only to embezzle it. But even without that, the process
of nedintion tends to sepnrate the leaders fronm the rest with a

serioug dailpening cffect on the enthusmiast of "the litter,

A sinilar problew reclates-to growth and formelization of groups,
even without external anide One can kcep the sdninistration to a
ninicuw when n group cousists of (say) ten friends with a few
hundred shillings in saovingse But when the nenbers increazse and
the funds grow into the thousands of shillings (as is necessary

if significant investrents are to be undertaken - a power nill
costs at least 15,000/-), problens begin to arise. The temptation
to abscond with the funds is one, and though few cases were

found, this uay be bcecause the infornation covers only very

recent periods, onitting proups which have already broken down
from such cnuses. Lfnother, perhaps norc counon problen, relates
to efforts to avoid the above, through the ipposition of
bureaucrntic controls., Groups can be required to register under
onc or other fornal institutional structure (say that of savings
and credit co-operative societies) which .ioposec certoin standards
of nccounting ~nd ecuployce cducation. This nay reduce the risk of
cubezzlenent (though it may rot, sincc the new officisls arc less
bound to the group than before), but at significant costs
Burcaucratization is costly, not only in noney terus (wages &
snlaries, builcings, equipuent etc) but also through the
incrensing sepnration of the nembers Trou the group and their
gradunl transfornation into clients or custoners of an
adainistrative entity, with 211 its deadening icplications.
Savings boanks, savings & credit co-operatives, building societies
and the like ore necessarily of this nature. »“But as they take on
this character they usually cease to be uneuber-controlled
institutions. Moreover, they aluost necessarily have to give up
(when they ever espoused) the nulti-faceted character; uutual
help, tiding-over lonns, coupanionship and investuent, which is

such a valunble attribute of the existing woaen's groups.,
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liore satisfnctory rwodels o7 institutional growth for groups, they
turn out not to te ensily transferable, They arc usurlly not
solely econonic institutions 2nd tend to grow bLoth frow speciiic
socinl structures and frou political novenents. VWith growth, the
personal fellowship of stell groups inevitably faces and nust
increasingly e supported by a broader ideology, nornally,
political, 'The nost successful cases arc comuonly part or
offspring of political novecents, which provide basis for group
solidarity at grass-roots level ond linit executive tendencies to
go for econonic efficiency by "betting on the strong"., Onec nced
hardly 2dd that it is not just any political ideology which
provides such » basis, but only one which stresses egalitarinnisn
and grass-roots control, These desirable qualitics are aluost
inpossible to instil as "policy", especially as the policy of

57

states or ngenciees with very different ains nnd volues.

Conclusion

The first holf of this paper looked 2t project credit, with the
focus gradually narrowing to one area in one District in Kenyn.
Having shown in that context, how inappropriate project credit
kas been, the second half started fron the other end, to consider
aspects of the District in question, to see if useful conclusions
could be drawn about econonic and socinal priorities and how
credit fitted into then, It was not and is not ny purpose to
present policy conclusions, The research is insufficicntly
advanced, ny ideas arc not yet sufficicntly clear, and this is in
any case not an appropriate forun., But I think cecrtoin broad

policy inplications eunergc.

57 I had intended 2t this point to discuss one very successful
exacple of group lending to poor people, the Graneen Dank of
Bangladesh, But thic paper is already too long and I need to
learn wore about Grancen Bank, I do think though, that the
points about transferability of political/uoral novonents as
"policy" apply.
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Siuple-ninded wodernization thinking has shown its haraful

effects in nany areas of developrent policy, and credit is no
exception. The donor credit progracues operated in Kenya during
the 1970s were fairly typica® for the period and significantly
harued their victius (or "beneficiaries", as they are comuonly
terned), As at the national level, debts were incurred during the
ensy noney era of the nid-1970s, through irresponsibility on the
part of 2id mgencies and national states, and also co-operatives
and pensants., But it has been the latter which have paid the
price, nnd.prinarily through decterioration in narketing channels

Tor their products frou credit-induced losses,

While this has been the nost harnful .side of guch prograaues,
tleing credit to specified end—-uses has been no nore realistic or
useful. Recipients of credit norwally "uisuse" it in nodernigzers!
terus, but at the sane tine, often hnve better worked out uses
than those pushed by the nodernizers. Sotisfaction (or otherwise)
with credit is almost totally unrelated to whether or not it is
used ag officinlly intenced. All this speaks in favour of what
hns happened over the past several years in the co-operative
gsector in Kenyn, a nove nway froun "developuent credit" to "local
banking", with an increasing proportion of loans being given for
purpogses defined by the borrowers, provided they can offer
security of repayument.. .But while this is a solution to the
previous credit probleg, it does not, as neither did the credit
projects, provide solutions to a nunber of pressing problens,
facing Kenyn in genernl but considered here fron the specific

context of Kisii,

l, It uay be rantional, given the existing econonic structure and
relative rates of return, (for umen) to invest nainly outside
agriculture, But this does little to increasc agricultural
productivity in an area.which will becouec yet wore densely
populated in the future, nnd where =unany, especially vionen, lack

incone-~enrning al ternatives,
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2, The developuent of co-operative credit nlong the lines
sketched will probatly aggravate the ‘current bias towards ~wrich
peasants and/or nen as borrowers. In so doing, it will ensure
that even when credit does finauce farning it will do. so with a
bins in fnvour of "incoue" rather than "reproduction", further
undercining the position of women and further liniting their

capacity (as providerc of nost labour) to increase productivity,

3., This is not to propase credit projects for the poor or for
wonen, Given the tendencies of donors and state sgencies, if
these are subsidized anl do not risk loss of land oxr other necans
or production, then they are sure to be hedged about with
regulations ensuring their uselessness, "Hard" credit, on the
other hand, has been the classic mechnnisn (through nortgage
foreclosure) whereby peasants hnve been driven off the land. .
Vhile it can be argued that in Europe ond the USA, this hng been
a neans to progress through capitalist industrielization, it is
hard to see, given the lack of employnent opportunities, how it

could be other than a recipe for disaster in contemporary /ffrica.

4, It is in this respect that women's groups present one of the
nost interesting possibilities - though one which is highly

vulnerable to inapproprinte assistance.

If there is one single (aid) policy inplication from this paper

it is that innppropriate 2id policices ancd projects can easily do
nore hnran than good. The response to crisis ghould not Le to getb
in there fast and stert doing sonething quickly. Rather it should
be to take 2t least sufficient tiue to nake sure thnt what is

B
done will help ratlier tlian hind-er.)8

58, Of course this does not inply that donors should sit on their
hands while people starve, But in n2ny case, when this happens, it
is not becausec gone acadeniic has councilled caution but becnuse
the political leaders of the starving people are of tiie wrong
complexion - or becaune civil war prevents access,
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