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ABSTRACT

The coconut plant also known as coccus nuciferboitanical terms is predominantly
grown in coastal belt areas of Kenya especialliiifi,Kwale, Mombasa, Lamu, Tana
river and Taita Taveta County. The plant is alsowgr in other areas such as Nyanza,
Western Kenya, Eastern and Rift Valley region betdoastal region accounts for 99% of
the entire coconut population. The plant has hugmemic potential which if properly
utilized can enhance economic growth and catapuift ration towards poverty and
hunger reduction while propelling the nation towgardchievement of sustainable
development goal as encapsulated through Vi2@80 (GoK, 2008). According to
Kenya Agricultural &Livestock Research Organizat{@016),the current monetary value
of coconut and coconut products is KES 3.2 billamich is only 25% of the estimated
potential of KES 13 billionThis study was aimed at assessing the value chaiysas of
the coconut subsector in Kenya focusing more orctimeponents of coconut value chain
as well as the determinants of coconut value chHEme study used descriptive cross-
sectional survey design and its population was cmeagp of forty two (42) SMEs
engaged in coconut value addition. However respar@seobtained from twenty six (26)
respondents who represented 62% of the entire ptpunl Data analysis was done with
the help of Microsoft Excel version 2010 and megagrcentage and standard deviation
was used as a tool for data analysis. The findofigee study revealed that value addition
in the coconut subsector is very important in Keaya that various institutions play
critical role in the value chain process. SucHitugons includes Nuts and Oil Crops
Directorate (NOCD),County Ministry of AgriculturadOA) , KARI, KEFRI, KALRO,
growers, seedling distributors ,processors amowngsbus SMEs engaged in coconut

value addition.
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CHAPTER ONE: INTRODUCTION

1.1.1 Background of the study

All over the world, the concept of value chain (V@lpys a very significant role in
maximizing gross potential of any agricultural autphrough conversion and processing
of raw produce into finished goods and products déttsact higher return on investment.
The value chain network is generally defined asaage of activities that act a
requirement to bring a product from its conceptitinough its designing, sourcing of raw
materials and intermediate inputs, marketing argtridution, to the final consumer
(Porter, 1985).It's also described as the categories of activitethin and around
organization, which together create a product ovise (Johnson, Scholes, Whittington,
2008). Value chain incorporates all the activities inclgdinput sourcing, production,
transformation, marketing all the way to final samption, disposal and after use,

( Odero,Mburu, Akello,Nderitu,2013) .

The Value Chain (VC) model play a critical role dptimizing the great viability of the
agricultural sector through improvement of crogslandry, adopting new farming
methods, improving research in order to generatgh lyield variety, processing &

conversion of raw produce into innovative finish@wducts; streamlining distribution
and marketing while embracing ICT in order to ehate middle men effects .The
explanation ofvalue chain of the coconut subsector is foundedvamous theories

including value Chain model which focuses on pusategy, Hines Value chain model
which focuses of pull strategy,New InstitutionaloBomics Model which is explained
through the agent theory and transaction econothiesry. Other Models are Supply
Chain Managements which focusing on movements oflymts from producer to
consumer; social network theory which is concemath both horizontal and vertical
relationships between firms and finally, globaluakchain modelhich investigates the

relationshipetween multi-national companies.

The coconut subsector is one of the key economi@mdr in Kenya and supports over
150,000 households who directly rely on it for immm employment and food
(www.Kcda.go.ke). According to KALRO (2016), thetpntial of coconut in Kenya is
estimated to be Kenya shillings thirteen (13) oiliannually but only 25% has been



utilized. This clearly implies that 75% of the cocb potential is untapped thus denying
the country the much needed agro based revenud whiritical to achieve sustainable
development goals. Though coconut plant has margnagoic uses, very little

interventions have been put in place to optimize hige economic potential and
maximize its returns for socio-economic reasonsledd, there is inadequate value
addition linkages aimed at commercializing the emtcsubsector through technological
innovation, infrastructural development, distrilouti marketing ,financing and leveraging
on existing structural & institutional frameworkathare prerequisite in harnessing the

untapped coconut multibillion agro sub sector {h&u,2016).

1.1.1 Concept of Value Chain

Grant (2005) defined value added as the differdsetereen the value of a firms output
and the cost of its material inputs. Pearce andriRoh (1997) viewed that value chain
analysis anchored on the assumption that a busSnassic purpose is to create value for
users of its products and services. The concepesdrom business management and was
first described and popularized by Michael Portel 985 in his book titled “competitive
advantage”. A value chain is a chain of activitthat a firm operating in a specific
industry undergoes in order to deliver a valualtpct or service to the market (Porter,
1985).

Value chain describes the categories of activiti@hin and around an organization,
which together create a product or service (JohnScholes, Whittington, 2008).Porter
(1985) equally observed that value addition is migtiplinary and is applied in all
scientific and socio-economic arenas including@gdture and food industry. According
to Miller and Jones (2010), the concept of agrigalt value chain includes the full range
of activities and participants involved in movingrigultural products from input
suppliers to farmer’s fields and ultimately to comers. The idea of the value chain is
based on the process view of organizations whicphasizes on seeing a manufacturing
(or service) organization as a system, made up ublsystems each with inputs,
transformation processes and outputs. This Inprassformation processes, and outputs
involve the acquisition and consumption of resosircenoney, labor, materials,
equipment, buildings, land, administration and nggmaent (Porter, 1985).Porter (2001)
also observed that the business of a firm canliEedescribed as the value chain in which

refers total revenues minus total cost of all aii¢is undertaken to develop and market a



service yields value. All organizations consistacfivities that link together to develop
the value of the business, and together theseitegtiform the organization’s value
chain. Such activities may include purchasing @, manufacturing, distribution and
marketing of the company’s products and servicga¢h, 2003).

The value chain analysis examines the corporahathe context of the overall chain of
value creating activities of which the firm may daly a small part (Wheelen& Hunger,
2008). Jacques (2011) observed that value addirigoith production focuses on safety
and quality of the product. Quality can be dividatb intrinsic characteristics of the
product itself (e.g. color, taste, tenderness) exttlinsic characteristics of the process
which cannot be measured on the product (e.g. @argamr fair trade
production).According to Porter (1985), most orgatiopns engage in hundreds and
thousands of activities in the process of convgrinputs to outputs. These activities are
either classified as primary or support/secondanyiies. The Primary activities are
directly concerned with the generation and/or delivof a product or service and are
comprised of inbound logistics, operations, outlbuogistics, marketing, sales and

service provision.
1.1.2 Coconut subsector in Kenya

The coconut tree is a versatile crop with many umed plays an important role in
improving rural economic growth and developmenaaountry. In Kenya, Coconut sub
sector supports over 150,000 households who dyresly on it for income, employment
and food security (www.kcda.go.ke). Coconut is ssstence crop grown in small
holder's farms within coastal belt areas and ite @f the main cash crop supporting
livelihoods of citizens in such coastal countidee liKwale, Kilifi, Lamu, Tanariver,
Mombasa and parts of TaitaTaveta(KCDA, 2014).Actydo NOCD, major coconut
products include wine (60 per cent), mature nuts g2r cent), brooms 24 per cent,
makuti (11 per cent,) and coco-wood (0.3 per ceB@ther products include toddy,
vinegar, coco syrup, copra, coconut milk / creamwiy éibre, coir door mats, tender
coconut water and coco peat.

Emerging coconutproducts includes virgin coconlit('\éCO), coconut milk, desiccated
coconut and fibre. Moreover, coconut husks, shaldl fibre are used as raw materials for
handicrafts, jewellery, bracelets, necklaces artkerobrnaments besides supporting
construction industry through the manufacture oiber, soft boards, tiles, ceramics and



other interior finishing’s and deécor; confessionaigdustry, textile industry,
pharmaceutical and beauty industry through prodoatif high quality cosmetics, make
ups, shampoos, body lotions and beauty soaps. Carhimasehold uses of coconut plant
include food preparation, production of local pavime and coconut juice (Madafu),
making brooms and thatching houses. The crop pesdoger 100 byproducts with the
potential to generate over Sh13 billion annuallfjcl represents 0.4% of the country’s

gross domestic product (GDP).

According to Daily Nation (2/11/2010), there’s ndedexploit local resources such as the
coconut as they have huge economic benefits whith loe realised through proper
value addition intervention and linkages thus engatmore employment, alleviating
poverty and boost Kenyan’s economic growth towamnit$dle class industrialized nation
as envisioned through Vision 2030 economic bluegpfiine coconut tree, which is the
major cash crop in Kwale, Kilifi, Malindi, and Lamuaan provide not only the required
edible oils but also other products that we impéAxtcording to Agricultural, Fisheries
and Food Authority (AFFA) coconut plant can cragpeto 500,000 jobs annually through
establishment of coconut related industries to rfaarture value added products such as
desiccated coconut flour used in making biscuitd aingin coconut oil for processing

edible oll, lotion, soap and shampoos.

As per Agricultural Fisheries and Food AuthorityHPA), Kenya has 7.4 million coconut
trees covering around 200,000 hectares .The ovestlmated potential of coconut
industry in Kenya stands at KES 13 billion annualiyiereas the current exploited
monetary value stands at Kenya shillings 3.2 hilliwhich is only 25% of the estimated
potential( Kalro,2016). Total importation of crueéible oil by local oil manufactures
from Malaysia, Indonesia and Sri Lanka stands atyldeshillings 800 million annually

(GOK) meaning that we are losing a significant iigme exchange earnings which
otherwise could be saved should there be optint@hiantion to tap the crude coconut oil

which is more nutritious and healthier than anyeo#xported crude edible oil in Kenya.

World bank report by Young and Pelomo(2014) ob=érhat major stakeholders in the
coconut subsector includes coconut growers (holdgdghomers), market intermediaries
and small micro entrepreneurs (SME’s) including reopil millers (non- edible),

producers of coconut milk/cream, virgin coconut (@dlible); coir fiber and coco peat,
charcoal briquettes, door mats; soap, lotions a&hmr coconut artifacts, coco wood



furniture; brooms; makuti; tender coconut watercaeyrup; coco fiber; coco peat;
coconut chips and coconut roasting. Kenya has 42esmall micro enterprises engaged
in coconut value chain (NOCD). Others are manufastof edible vegetable oil who rely
on import of crude palm oil for their productionuch companies includes Pwani Oil
Products, Bidco Kenya Ltd, Kapa Oil Ltd, Unilevé@jamond Industries, African oll

manufactures, Menengai Oil refineries among oth&enya has over 30 edible oll

manufacturers who depends on import crude paldrait Malaysia (GOK)

However, despite its huge economic potential, h@out subsector in Kenya according
to Ofwona (1994) is facing a lot of challenges unthg low productivity, un-organized
marketing and policy gaps that have lowered stakiehs confidence & income to
industry players. The subsector also faces suchlgres as limited access to quality
planting materials, lack of superior varieties,tpasl diseases, neglect & poor agronomic
packages, inadequate extension services, low atega®cessing technologies, limited
access to credit, imports competition, negatiublipity and stigmatization of some
coconut products such coconut oil, vinegar, todohorg the Coastal population. The
result has been a great neglect of the crop bydemesulting to low productivity per
acreage, limited value addition and general undplegation of the industry huge

economic basket.

According to the Ministry of Agriculture, Livestocknd Fisheries (GOK,2016), the
coordination in the management of the coconut dahdrmil crops in Kenya was enhance
through established Nuts and Oil Crops DirectorftOCD) as a directorate of
Agriculture, Fisheries and Food Authority (AFFA) rieplace and take over the mandate
of Kenya Coconut Development Authority (KCDA) in naging affairs of the coconut
subsector in Kenya. The directorate came as atrebualgricultural sector reforms that
commenced in 2013 that culminated with formulateord enactments of Agriculture,
Fisheries and Food Authority act (AFFA) which wassented on 17 January 2014
giving birth to Agriculture, Fisheries and Food Aatity (AFFA) as a department in the
Ministry of Agriculture, Livestock and Fisherieshibugh this act, AFFA took over roles
of former entities such as Kenya Coconut Develogmerthority (KCDA), Coffee Board
of Kenya, Cotton Development Authority, HorticulirCrops Development Authority,
Kenya Sugar Board, Kenya Sisal Board, Pyrethrumrd@ Kenya and Tea Board of

Kenya. Nuts and Oil Crops Directorate which is ltpedtered in Mombasa was formed



as an arm of Agriculture, Fisheries and Food Authao take over roles of former
KCDA which includes management, regulation andniéteg all activities involved in the
coconut subsector. Its mandate was equally expatedeot only handle coconut products
but all oil crops including macadamia, cashew noik,palm; ground nuts; sesame;
sunflower; safflower; castor bean; jojoba; linseadd oil seed rape (AFFA).Therefore,
Nuts and Oil Crops Directorate (NOCD) whose scopé @andate is broader than the
former KCDA was given limited roles such as twef, licensing, marketing,
promotion, regulation, support and developing pasghips, linkages and stakeholders
engagement while crop husbandry, research andengrnh functions were devolved to

county governments.

This research therefore identifies salient strategechnological and stakeholder’s
intervention that act as prerequisite for harnes#ie coconut value chains and help the
counties within the coconut belt areas realise tamisl revenue from coconut related
industry. Furthermore, the findings of this resbamll play a significant role in creating
synergy between national and county governmentgewdniving productivity and valued
addition of the coconut subsector to that of theldvooconut producing countries such as
India, Thailand, Malaysia, Sri-Lanka, Australia,rBeida, Maldives, Middle East & parts
of United States whose economies whose economies Hpained substantially from

export of coconut product such as crude coconut oil
1.2 Research Problem

The world is dynamic and population is continuougtgwing thus exerting pressure on
available scarce and unrenewable resources. Dru¢k®b4) observed that the
organizations that do not change to meet dynamidkehaconditions through value
addition to their customers’ needs will strugglebaist to maintain them. He further
argued that old firms such as General Motors, IBdars and others have found out that
old ways of operating are no longer working andythee having difficulty in achieving
levels of performance that made them great. Therefealue chain analysis is very
important as it's through value chain that we cadarstand better the activities through
which a firm develops a competitive advantage areites shareholder value (Porter,
1985).



The coconut subsector in Kenya is estimated to rgemeKES 13billion annually and
creates over 500,000 jobs both directly and indye@®FFA, GOK, 2014). However,
only Kshs.3.2 billion or rather 25% is exploited anang that the huge coconut potential
is untapped and underutilized. The Ministry oade estimates that country would cut
its oil import from Malaysia and other Asian couesrand save over Sh8 billion annually
if it increases oil production from the coconutgiies from Ministry of Trade indicate
that the country imports approximately 400,000 roetmnes of oil annually at a value of
Sh14 billions of which, 120,000 metric tons or 3@tised in soap manufacture. Despite
of such huge potential, majority of communitiexatonut belt areas are unemployed and
live with adverse poverty hence an urgent needxfoee studies aimed at enhancing
coconut value chain for sustainable developmenttanchobilize stakeholders support,

linkages and instructional framework for effecta@mmercialization.

Review of major studies on value chain depicts thate’'s an urgent need for a research
on value chain analysis on coconut subsector inyKebocal studies by Ofwona (1994)
focused on economic analysis of coconut produdtidfikoneni, Kwale district in Kenya
and concentrated more on how to raise productithipugh improved variety and
marketing while Mwangi (2014) researched on comtréarming of coconut in
Msambweni division in Kwale County and Watamu dmisin Kilifi County focusing
more on participation and productivity. Internatdiy, a World Bank report by Young
and Pelamo (2014) was based on studies on Solostaadicoconut value chain analysis
which is not relevancy to the Kenyan case. Theegfthiis study is critical in charting the
way forward for the coconut subsector in Kenya dsntifying value chains components
(actors) and determinants and will fill the resbagap by answering the following
guestions; what are the components (actors) ofredaglue chain and ideal institutional
framework for its effectiveness and what are theemeinants of coconut value chain

Kenya and how such factor hinder or support th@cotchain growth.



1.3 Objectives of the study

The general objective of this study is to expldre value chain analysis of the coconut

subsector in Kenya focusing more on coconut prodeaters and value chain players.

The specific research objectives for this studyaarerovided below:-

I.  To identify the components (actors) of value chairthe coconut subsector in
Kenya.

ii.  To identify determinants of value chain in the aogosubsector in Kenya and

assess how such factors hinder or support cocaue addition.

1.4  Value of the study

The findings of this study will help in understanglithe significant of coconut subsector
and determining value addition intervention as &eggtegic component for harnessing the
full potential of the coconut products in Kenya.garticular, this study will be valuable
to policy makers at Nuts and Oil Crops Directonatech is department of the ministry of
Agriculture, Livestock and Fisheries based in Mos#and the ministry of agriculture in
county governments in the coastal belt areas ealpediombasa, Kilifi, Kwale, Lamu
and Taita Taveta where coconut is predominantlyvgroThe study will also provide
important insight on legislation by county assendgynmittee on agriculture.

Equally, this study will be useful to academiciam students of strategic management
as it will act as an important reference point forther knowledge on coconut and
expounds in broader details the concept of valuainclespecially in the coconut
subsector. Moreover, the study will act as a baselind reference point for other
researchers and the findings of this study togethitr some limitations will provide a

gray area for further empirical research on valdeéition in the coconut subsector.

The study will also be invaluable to other governtmnagencies, non-governmental
organization, financial institutions, micro finanaestitutions and smalls scale micro
entrepreneurs amongst other private sector plasgak&holders in identifying attractive
value chain ventures for their financing and inwrestt.



CHAPTER TWO: LITERATURE REVIEW
2.1 Introduction
This chapter undertakes to review relevant exidttegature with an aim and objective of
getting both theoretical and conceptual understandof the components and
determinants of value chain in the coconut subséctiienya.
Review of recent literature from scholarly articlssich as books, journals and
publications as well as related research on vahancwill be reviewed in order to
provide better understand on how value chain bell adopted by various institutions
and organizations closely related with this stuRiglevant theories on value chain will be
been reviewed to provide better insight and baakgiloon the concept of value chain in
broader perspective .This theories includes vahein model by Porter, Hines Value
Chain model, Supply Chain Management, Global V&hain model, New Institutional

Economics model and Social Network Theory.

2.2  Theoretical Foundation of Value Chain Analysis

2.2.1 Value Chain Model ( VCM)

Porter's (1985) value chain framework analyzesvtilae creation at the firm level and
observes that value chain is a chain of activitias a firm operating in a specific industry
undergoes in order to deliver a valuable producsesvice to the market. The concept
comes from business management and was first Hedcend popularized by Michael
Porter in 1985. According to Porter's (1985), valsegradually added through the
different stages of product development, manufauguiand distribution. In other words,
value is something that the producer puts into gheduct. Porter(2004) in his book
Competitive strategy: Technique for analyzing indusnd competitors noted that since
many fragmented industry produce products thatsandar and difficult to differentiate
“effective strategy may be to increase the valugeddf the business by providing more
services with sale, by engaging in some final fadiron of a product (like cutting to size
or punching holes) or by doing subassembly or asBeof components before they are

sold to the customers.

Porter (2004) further observed that value chainb@sed on the process view of
organizations which emphasizes on the idea of geaimmanufacturing (or service)
organization as a system, made up of subsystems wdh inputs, transformation

processes and outputs. This Inputs, transformaifogesses, and outputs involve the



acquisition and consumptiorf resourcesnoney, labor, materials, equipment, buildir
land, administration and management. How value rchemtivities are carried o

determines costs and affects profits of the orgdiua.

According to Porter (2001), the business of a foam bet be described as the val
chain in which total revenues minus total costlbgaetivities undertaken to develop a
market a service yields value. Moreover, PorteD@Q®bserved that value chain anal
decomposes the firm into its activities andn study the economic implications of thc
activities. He suggested that the organizatiorplg sito primary activities and suppc
activities. Primary activities are directly concednwith the creation or delivery of
product or service and are corised of operations, outbound logistics, marketsajes
and services. On the other hand, the support iesvassist the primary activities
helping the organization to achieve its competitimdvantage and they inclu
procurement, human resource tagement and firm infrastructur@orter (2001) use
example of manufacturing business to outline prymactivities which comprises «
inbound logistics, operations, outbound logistrarketing, sales and service provis

This can be summarized usir diagram below.

Primary Activities

Ink<und A v und Marsting .
| Logistics HlOperatlons H P H Services I

The Yalue Chain

Procursrmsrk Human Resourcs Managems
Infrashucturs Technological Develapmsnk

Support Activ ities
Figurel: Porters Value Chain Analysis model of a manufaotumdustr

Source Gerry Johnson, Kevan Scholes & Richard Whittingt&xploring corporat
strategy

Firm Infrastructure

Human Resource Management

Stppor
Aefvis

Technology Development

Procurement

Inbound i Outbound Marketing
Logistics Opoerations Logistics and Sales

Primary Activities

Figure 2. A diagram showing a matrix model of Porter Vatirain mode
Source Porter, M. E (1985), Competitive Advantage: Cirgaiand sustaining a super

performance. New York: Free press, pags
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Inbound logistics are activities concerned withereing, storing and distributing inputs
or raw materials used in the production of goadd services including functions such
as materials handling, stock control, transport @perations on the other hand are
concerned with transforming or rather convertingsth inputs into finished products or
services. This includes functions such as manufiactu processing, packaging,
assembling etc. Outbound logistics consist of #&ridigion chain network that actually
collect, store and distribute the product to th@stmner and involves warehousing,
material handling, transportation, distribution aathiling. Marketing and sales functions
provide means of promoting the products by wayreating awareness to customers and
developing ways to induce them to buy. It involgases administration, advertising and
personal selling. Service activities come afterabe sand are basically used for value
addition by way of keeping a product or service kirgg effectively.

They include installation, repairs, training, sgaedc. Secondary activities also called
support activities help to improve the effectivenesd efficiency of primary activities
and includes such functions like procurement, tetdgy development, human resource
management and infrastructure. Procurement is timetibn of acquiring inputs or
resources for an organization while human resoumeamagement is concerned with
recruitment, hiring, training, rewarding, managiagd motivating staff while creating
environment for career growth , creativity and aion. Infrastructure function ties
various parts of the organization together anduihe$ all formal systems of planning,
finance, quality control, information managementu&ures and routines that enhance
organization performance. It consists of departsiench as accounting, legal, finance,
planning, public affairs, government relations, Igya assurance and general
management. Technological development can be aaghieither directly or indirectly.
Direct technological development is achieved thtougsearch &development (R&D),
product design and product specifications whilarext technological development can
be achieved through processes that improves rat&rials or enhance value addition to
the product. It involves the use of equipment, hame, software, procedures and

technical knowledge to transform inputs into output
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2.2.2 Hines Value Chain Model

According to Lysons and Farrington (2006), importaalue chain models have been
developed by Professor Michael Porter and ProfeBster Hines. They both observed
that value chain analysis is concerned with a betaxamination of each subsystem in a
supply chain and every activity within these submys with a view to delivering
maximum value at least possible total cost andmeihg value & synergy though out the
entire chain.

In his Journal ‘The value chain redefined’, Hin@893) recognized that Michael Porter
made two valuable contributions to the understamndirvalue chain systems. First, Porter
places major emphasis on the materials managerakm-adding mechanism, raising the
subject to a strategic level in the minds of sesiexecutives and secondly, he places the
customer in an important position in the supplyich@he main differences between the
two approaches are on the principal objectivestherprocess followed, on the structure
and direction, on classification of primary aciie# and finally on the classification of
secondary (support activities). Porters approactrisgen principally by a profitability
objective while the Hines's approach is guided hystomer satisfaction objective.
Therefore, Porter’s approach is a ‘push systemlemdines’s approach is a ‘pull’ system.
However Hines (1993) presented a critique of Parieiodel by identifying three major
problems. First, the focus of Porter's model istlom profit margin of enterprises and not
the consumer’s satisfaction, secondly, althoughdP@cknowledges the importance of
integration, his model shows a rather advised nétwiooth within the company and
between the different organizations in the supplgic and lastly, Hines believes that the
wrong functions are highlighted as being importantPorter’'s primary and support

activities.

According to Lysons and Farrington (2006), the ¢hcaticisms highlighted above result
from the fact that Porter’'s model is based sol&lyAmerican cases without referencing to
more innovative Japanese enterprises. Hines therefiserved that Porter’'s conclusions
are outdated and may prove inappropriate for compdacing the challenges of the 21st
century especially with the advent of more sopbagéd competitors. Hines (1993)
therefore proposed customer focused value chairoapp that differs with Porters profit
based approach. He therefore offered two altereatistomer focused approach / models
to correct the porter’s problems which were thermiategrated materials value pipeline

and a macro ten forces partnership model. Accgrdm Hines and Rich (1993),
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organizations can achieve excellent products andices to end-consumers if it
necessarily harness the expertise, enthusiasm gndmism of all the firms that
contribute to the final consumable and that in otdedo so, it is necessary to view each
of the value adding processes in each of the comparsponsible as part of a value

stream dedicated to the final consumer requirements

2.2.3 Supply Chain Management (SCM)

Supply chain management is a literature stream thegstigates management of
operations in value chains. Supply chain managestedies management and control of
inter-company operations (flows of products andises). It emerged from the logistics
literature of the 1980s and initially focused omistics planning and optimization of
inventories across the supply chain. Supply chammagement is customer oriented, i.e.
customer demand is leading in this approach, amd gawards the integration of business
planning and balancing supply and demand acros®rhtiee supply chain from initial
producer to the ultimate customer/consumer (Bowei&Gloss, 1996; Cooper et al.
1997). Information and communication systems aresiclered the backbone of smoothly
running supply chains. Both supply chain and valhain approaches focus on primary
processes, i.e. transformation and transactionegsss in and across vertically related

companies.

2.2.4 Global Value Chain Model (GVM)

According to Gereffi (1994), global value chain lgs&s (GVC) originates from the
commodity chain approach and investigates relatipss between multi-national
companies, the “lead firms”, and other participantsnternational value chains. In this
theorem, the power relationships and informatiopmasetry are key concepts in the
analysis of global value chains and the main ainonsgovernance and upgrading
opportunities in developing country value chainsagknsky and Morris, 2002).
Kaplinsky (2001) made an important contributionthiés theoretical stream by viewing
value chains as repositories of rent. He obserliay] tent arises from unequal access to
resources (entry barriers, Porter, 1990) scarcityresources and from differential
productivity factors, including knowledge and skidind the understanding that economic
rent is in principle dynamic in nature. FurthermadYadvi (2004) extends the global value

chain view to the poverty perspective by investigathe impact of engagement of local
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actors in GVCs on employment and income. He obsetivat employment and income
are positively affected by inclusion of companiasgiobal value chains, in particular
where multinational companies (MNCs) are involvel@. also observed that workers in
GVCs become increasingly vulnerable to changing leympent contracts and

casualization of work.

2.2.5 New Institutional Economics (NIE)

New institutional economics (NIE), with branchestslas transaction cost economics
(TCE) and agency theory (AT), investigates theorale for governance choices
regarding in-company and inter-company organizafiorelationships. Institutional
economics assume commodity markets are imperfect are characterized by
transactions costs which require institutions gutate property rights and contracts such
as marketing organizations and standardizatiomadigg (Dag, 2003).

Any organized enterprises needs institutional aglilatory framework to ensure actors
such as producer’s processors, exporters and camsuget value for their money.
According to Rindfleisch & Heide (1997), transaatis regarded as the basic unit of
analysis in determining minimum transaction costgofvernance. More specifically,
transaction dimensions such as asset speciffoéguency and uncertainty form the key
components of transaction cost economics (TCE) ithaised to determine an optimal
source of governance structure (Williamson, 20I)mpanies select the governance
structure that minimizes transaction costs, unadeditions of bounded rationality and
opportunistic behavior of partners. Transactiorengfto an exchange which occurs
between two stages of value chain as the prodwatggs in form and or in ownership
rights (Milagrosa, 2007). Transaction cost econothieory (TCE) hypothesizes that
transactions are handled with an objective to mizenctost associated with them. It
relates transaction cost with transaction goveresrand it relaxes some assumptions in
order to reconcile economic theory with organizatieality.

Transaction cost theory states that actors chdwsgdvernance structure that minimizes
transaction cost. Characteristics of transactiorichvhinfluence size and nature of
transaction cost include asset specificity, infdioracost, uncertainties about markets
and behavior of contract partner and frequencyaofsaction (Kherallah & Kirsten, 2002)
Asset specificity refers to opportunity cost of teset i.e. it is related to transferability of
assets to alternative uses. Types of asset spgciiicludes human, physical, site,

product and temporal. Highly customized assetsees to possess high asset specificity
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and high transaction cost and vice versa (Milagra®@7). Uncertainty can be classified
as environmental or behavioral. Environmental uiadety relates to anticipated changes
in circumstances surrounding transaction and thelude changes in weather, markets
and technology whereas behavioral uncertainty eeltéd the behavior of the transaction
partner. Human behavior is characterized by bourmdegtation (since it is impossible to
foresee every future contingency) and opportunigsneconomic actors primarily pursue
individual interest). However, presence of trustallaccording to Lu et al. (2007) is said
to exist when one party has confidence in an exghaartner reliability and integrity
thus reducing opportunism. This then reduces &nxethe exchange relationship and
hence leads to decreased transaction cost. Therhigke information asymmetry the
higher the transaction cost as the transactingh@artwill use resources in solving the
information problem (Bijman, 2010). Frequency otweence refers to the number of
times a transaction takes place, the higher thguéecy the lower the transaction cost.
Vertical integration is preferred when the trangactost is high in order to minimize it
and when transaction cost is very low spot markeeghance is preferred. When a chain
operates in its optimum governance structure tierautual gain for all actors as it is

reliable, responsive and competitive.

In agency theory one party (the principal) delegat®rk to another (the agent), who
performs that work (Eisenhardt 1989). Roughly, agetheory defines governance
solutions ranging between measurement of outputth&f supplying party/agent

(transferring risk to the agent) and measuremenbadfavior/processes of the agent
(transferring risk to the principal) Trienekens 120 Therefore, new institutional

economics (NIE) is increasingly used to determihe best agreement/contract for
developing country producers in highly uncertainsibass environments with

opportunistic behavior of actors involved and wéaistitutional) enforcement regimes

(Ruben et al., 2007).

2.2.6 Social Network Theory

According to Jacques (2011), another relevant thémrdeveloping country value chain
is social network theory. The social network apploar simply put as network theory
views companies as embedded in a complex of hdakovertical and business support
relationships with other companies and other omgitins supporting inputs and services

(such as advisory services, credit facilitators sadsportation companies). According to
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network theory, relationships are not only shapgdebonomic considerations; other
concepts like trust, reputation and power also hadeey impact on the structure and
duration of inter-company relationships (Uzzi 199%)jnce the 1990s, social capital
theory has become an important branch within thievor& approach. Network relations
may enhance the “social capital” of a company, lakimg it feasible to get easier access
to information, technical know-how and financiapport (Coleman 1990; Burt 1997) and
by encouraging knowledge transfer between netwa@hnprs (Humphrey & Schmitz
,2002), thereby reducing transaction costs and ampg access to markets ( Gulati,
1998)

2.3 Empirical Review of Value Chain Analysis

Value added is the difference between the valug pfoduct and the cost on inputs that
are brought to produce that output (Hardwick, Khad Langmead, 1999). They further
defined gross value added (GVA) as the value addikd no allowance made for

depreciation.

Ndirangu (2003) researched on analysis of valuétiaddn avocados and its effects on

farmers’ income in Kirinyaga, Central district whesixty four farmers were randomly

selected and divided into two groups namely valdditeon adopters and non-adopters,
each comprising thirty-two farmers. He found tpate constraint, high cost of inputs

and weather changes as the most important prokigeitey avocado production among

the farmers in Kirinyaga. Similarly, a study by Maf2013) on value chain and

competitive advantage in commercial banks in Kenysed semi structured questionnaire
to collect data from four largest banks in Kenyddmms of market share and workforce
namely Kenya Commercial bank, Equity Bank, BarclBgsk and Cooperative Bank and

observed that value chain is applied to a largergxh a banking sector as a competitive
advantage tool that helps to analyze specific giets/through which the firm can create

value and have competitive advantage.

Kinanu (2010) in her research on application of ddirvalue chain model by Kenya
Medical Supplies Agencies (KEMSA) collected primdata through interview from four
managers of the core departments at KEMSA and csetént analysis to analysis her
data. In her findings, the adoption rate of “pudtiategy as advanced by Peter Hines was

moderate because only one third of the healtHitiasi were supplied using “pull’
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strategy while the remaining two thirds were suggplusing “push” strategy championed
by Michael Porter. Mwangi (2014) in his study onntact farming of coconut in
Msambweni division in Kwale county and Watamu dimisin Kilifi county focusing on
participation and productivity used stratified plenrandom sampling method to select
his respondents and collected data through formé&rviews using a structured
guestionnaire. Data was analyzed in a comparappeoach using regression models to
determine factors that influence participationcerand income. The result of the study
established significant difference in household dgraphics between contract and non-
contract farmers. The descriptive analysis inditateat contract farmers were more
educated, had bigger farms and more coconut trees rton-contract farmers and that
non-contract farmers had low trust on other farméns the other hand, Mbithe (2012)
studied factors influencing Mango value additiorKienya taking Makueni County as a
case study and used descriptive research desigollexting data from a large group.
Data was analyzed using Statistical Package foraE8ciences (SPSS) and observed that
though majority of the farmers were growing mangoesexport, they lacked awareness
on how to add value to the Mango fruit and that@wmernment extension officers were
not accessed by most farmers and that the farmers not organized in self-help
groups to help them pursue value addition. There a¥so lack of financial facilities and

opportunities which seemed to hinder the practfosatue addition of mango fruit.

Additional study on value chain analysis of smdtiieo snap bean production in
Kirinyaga county in Kenya by Odero et al (2013)oked that actors in snap been value
chain actors plays vital roles which complemermheather and that lead exporters who
worked through field agents dominated the trade Jtady further revealed that farmers
had the lowest proportion (share) of the value tamdibenefits followed by brokers and
then retailers while processors reaped the highesefits of value addition. They
recommended that there’'s need for farmers to ex@haalue addition through processes
like cleaning, trimming and packing the harvestedrns for the domestic marketing in
order for attract big buyers such as local supéteta and by encouraging them to
form marketing groups so that they can minimize lihakers infiltration who indirectly
steal from them. Equally, Odero et al (2013) obsdrthat there an urgent need for
government policy interventions aimed at reducihg humber of intermediaries and
shortening the marketing chain in order to redumskdrs effects by way of licensing

farmers into organized entities such as cooperatand self-help groups. They further
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found that farmers empowerment through training aridrmation flow coupled with
support services such as provision of credit fgilextension services, transport&
logistics as well as research on locally adaptaddeeptable & sustainable snap been
seed variety remain significant in improving fapnoductivity. A study carried on
mango value chain in Kenya by FAO (2003) emphasibatl improvement in the key
areas in each stage of mango value chain suchpaeitabuilding, credit acquisition,
infrastructure development and setting up of cailecbargaining bodies for farmers are
necessary if competitiveness has to be enhancedy@nd realized across value chain

participants.

On the international front, Young and Pelamo (206ggearched on Solomon island
coconut value chain analysis and observed thatnutsoand copra are the Solomon
Island’s longest standing commercial smallholdezome generating activity and are
very important in food and nutrition security. Thalgo noted that there is a risk that
production and exports will decline unless theeedefinite steps to strengthen the sector.
They further reported that Solomon Islands Govemin{&IG) succeeded by making
strong commitment to the coconut sector througheggrand sector specific strategies
and by engaging development partners to increasingtognize the importance of
coconuts in rural incomes and poverty reductionmidta and Kapur (2010) studied value
chain analysis of coconut in Orissa where five taladistricts of Orissa, namely, Puri,
Cuttack, Khurda, Ganjam, and Jagatsinghpur wermia to find out the market chains
for coconut and the flow of product from farmersotigh different intermediaries to the
consumers. They computed prices and market maagitiee different stages of the chain
in order to reflect the value addition through was participants of the chain. They later
observed that though value addition was not evjdiéet study found that both vendors
and aggregators were still able to earn profitlagace continue the business.

While analyzing the value chain of fruits and vedpi¢s in India, Reddy et al. (2010)
noted that farmers linked to the value chains kexai higher share of gross value than
other stakeholders and that they also receivedehighices for each of the vegetables
considered during the study. The study concludati\tendors play an important role in
the value chain by reducing information gap betwiaemers and retailers when accorded
proper training. Their finding underscores the néedenhance capacity building for
brokers in relaying market and production informatito the farmers whom they link

with exporters.
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2.4 Summary of Literature Review and Knowledge gap

Review of past studies indicate very minimal researon value chain analysis in the
coconut subsector as most research dwell on eitdiee addition or rather value chain on
other agricultural products such as beans, potatoasgoes and other economic sectors
such as banks. Ndirangu (2003) studied the anabysialue addition in avocados and its
effects on farmers’ income in Kirinyaga centraltdes while Mutua (2013) focused on
value chain and competitive advantage in commeio#iks in Kenya with specific
emphasis on four largest banks in terms of markatesand workforce such as Kenya
Commercial bank, Equity Bank, Barclays Bank and g&vative Bank., Marete (2010) on
the other hand, researched on the application ak#livalue chain model by Kenya
Medical Supplies Agencies (KEMSA) focusing on foaranagers of all core
departments at KEMSA and observed that the adopétanof “pull” strategy advocated
by Prof Peter Hines was moderate as only one tfittle health facilities were supplied
using “pull’ strategy while the remaining two thirevere supplied using “push” strategy s
proposed by Porter (2001).Mbithe (2012) also stulid&stors influencing Mango value
addition in Kenya taking a focus of Makueni Counthile Mwangi (2014) studied
contract farming of coconut in Msambweni , Kwaleu@ty and Watamu , Kilifi county
focusing on participation and productivity analysisich is far related to coconut value

chain analysis.

At international front, a study by Young and Pela(@014) concentrated on Solomon
Island coconut valued chain analysis and that oin&wa and Kapoorb (2010) was on
value chain analysis of coconut in Orissa, Indiaodgh the studies are contextually
relevant their findings are not applicable to Kemgase as Sololon Islands and Oriso in
India occupy different geographical space and sec@momic environment not

comparable with Kenya.

Review of existing local and international litena provide very little information that is

relevant for understanding coconut value chain &ehere’s existence of research gap
that justify the need for research to be conductedvalue chain analysis on coconut
subsector in Kenya in order to bridge research lyapnswering the questions namely:-
what are the components of value chain in the agicembsector and the determinants of
coconut value chain in Kenya focusing more on smatiro enterprises engaged in

coconut value chain.
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CHAPTER THREE: RESEARCH METHOLOGY
3.1 Introduction

This chapter discusses and highlights the methadsirsstruments used in the research

design, data collection and data analysis.
3.2 Research Design

This study used descriptive cross-sectional sudesign aimed at assessing the value
chain of the coconut subsector in Kenya focusingeman value chain actor who are
dealers and small micro enterprises (SMESs) involwedoconut value addition. Cross-
sectional study (also known as a cross-sectioralysis or transversal study is a type of
observational study that involves the analysis atidcollected from a population, or a

representative subset, at one specific point ie.tim

Descriptive study also known as correlational osevbational studies is one in which
information is collected without changing the eoniment (i.e. nothing is manipulated).
Descriptive studies are usually the best methods dallecting information that
demonstrate relationships and describe the world agists. Bickman & Rog (1998)
suggest that descriptive studies can answer questach as “what is” or “what was
while Cooper & Schindler (2003) observed that cdesive study is concerned with
finding out who, what, where, when and how muchaofphenomenon. Therefore,
descriptive crossectional survey was preferred in this study bexzaugrovides more
accurate information from a larger group and wdogdthe best to explore value chain
analysis in the coconut subsector in Kenya.

3.3 Population

The study population was comprised of coconut vaha&n actors who are dealers and
small micro enterprises (SMEs) engaged in the asicemlue addition. According to Nuts

and Oil Crops Directorate there are forty two (&YEs engaged in coconut value
addition and the entire population of SMEs will ftedied. Therefore the study was a

census.
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3.4 Data Collection

Both primary and secondary data was used in thaysfthe primary data was collected
through a mix of mailed questionnaire, telephorterinew as well as personal interview
using a semi- structured interview guide/questimenthat had both closed and open
ended questions. Majority of respondents within onMbasa County were interviewed
personally while those located far away were ingred through telephone and mailed
guestionnaire. Moreover, before the interview wasducted, the respondents were
introduced about the purpose of research and wssered that the research was purely
academic and that utmost confidentiality was guaeth Thereafter, the interviewer
proceeded with the interview carefully followingetimterview guide and where possible
recording views and other issues raised by respaadeuching on the research problem
not captured in the questionnaire. The study redgais were comprised of directors
and/or chairman/chairladies of the forty two (42 Es engaged in coconut value chain
that were identified from a data base obtained fidus and Oil Crops Directorate. The
interview guide was structured in parts with parbitned at obtaining information that
identifies the component of coconut value chaint Bato identifying the instructional
framework necessary for coconut value chain andllfinpart C which explored the
determinants of value chain in the coconut subeseict Kenya. Secondary data was
obtained from journals, books, articles on cocomagazines, newsletters, website and
various documents available at Nuts and Oil Cropediorate, county governments,

government manuals, sub-sector players and relegaaarch institutions.

3.5 Data Analysis

Data collected was edited for accuracy, uniformaiynsistency and completeness. The
raw descriptive data was then operationalized aralyaed using measures of central
tendency more specifically the mean. Part A of thierview was analyzed using
percentages and measures of central tendency pduiteB was equally analyzed using
percentages and measures of central tendency ndineeipean as well as the Standard
deviation which was computed using Microsoft Exggision 2010. Finally, part C of the

research data was analyzed using percentages amd me
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CHAPTER FOUR: DATA ANALYSIS, RESULTS AND DISCUSSION
4.1 Introduction

This chapter presents the results of the data sisatpnducted with an aid of Microsoft

Excel version 2010. The chapter is organized iadlparts as follows: It first presents the
components of the coconut value chain in Kenyathad followed by the assessment of
existing institutional  framework supporting coabrvalue chain. Finally, the chapter
presents the determinants of coconut value chatnosfog on how such determinates
hinder or promote value chain and concludes bytifyamy challenges facing coconut

value chain and the suggested solutions.

Data was collected from chairmen, chairlady or alwector of a particular SMEs
engaged in coconut value chain. Only such people wensidered since they hold the
senior most position in their company and have kastvledge of the coconut industry.
In deed majority of them are the founders and owmérsuch companies and hold the
vision and ideas on how to better the coconut stibseContent for each response was
analyzed so that it's relevant in assessing theievalhain analysis of the coconut
subsector in Kenya.

4.2. Response rate

To derive to the research objectives, data wasdeitl using a semi structured interview
guide to twenty six (26) SMEs engaged in coconutievahain. Out of the identified

population of forty six (46) SMEs, only twenty s{26) were reachable for interview
which represents 62% of the population. The respoate therefore is significant based
on Babbie (2011) observation that a response rat@ooe than 60% is adequate for

research.
4.3 Respondents profile

The respondents were asked to indicate their geartbage profiles and their feedback is

summarized using table 4.1 and table 4.2.
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4.3.1 Gender Profile

Respondents were asked to indicate their gendenthasd response was analyzed and

presented in the table below.

Table 4.1 Gender Profile

Gender Male Female
Respondents 15 11
Percentage 57.7% 42.3%
N=26

Source: Research data (2016)

The findings above shows that majority of peoplgaged in coconut value chain are

men who accounts for 57.7 % of the entire poputatibinterviewed respondents.
4.3.2 Age profile

Table 4.2 Age profile

Age Distribution Frequency Percentage (%)
18-25 years 0 0%

26-30 years 2 7.8%

31-35 years 5 19.2

36-40 years 5 19.2

41-45 years 6 23.1

46-50 years 6 23.1%

Over 50 years 2 7.8

Total 26 100

Source: Research data (2016)

The result shows that majority of the populatiogaged in coconut value chain falls
within the age bracket of between 41-50 years Wb closed by age bracket of 31-40
years. This are mature people who appreciate tihee veoconut can derive to the

economy.

23



4.4 Components of value chain in the coconut subsecin Kenya

To determine the component of value chain analysishe coconut subsector, the
respondents were asked to identify the most impogéayers in the coconut subsector,
what kind of products they produce, where theythgeir raw materials and the product

portfolio of major coconut value chain actors.
4.4.1 Important players/actors in the coconut valuehain in Kenya

The respondents were asked to identify by tickmgymost important coconut actors or
rather stakeholder that are significant in enhancwconut value chain and their response

is summarized using the table 4.3 below.

Table 4.3Important players in the coconut subsector

Coconut player/actor Frequency %
Farmers& growers 16 61.5%
Agents & Farmers cooperatives 13 50%
Processors & SMEs 17 65.4%
Marketing Agents e.g. EPC 15 57.7%
County governments 20 76.9%
Nuts and Oil Crops 21 80.8%
Vendors/retailers& consumers 17 65.4%
N=26

Source: Research data (2016)

The research findings observed that there are menyy players (value chain actors) in
the coconut subsector each playing particular rOeall actors listed above, county
governments and Nuts and Oil Crops Directorate weeatifiedas very important in
supporting coconut subsector with highest scoré8@B% followed by the counties
ministry of agriculture (MOA) with 76.9% .Processeendors, consumers andother value
chain actors (SMEs) were also important with 65ubtle farmers& growers followed
closely with 61.5%. Marketing agencies such Exgmdmotion Council was equally
seen to be important in supporting coconut valugrchvith a rating of 57.7% while
middlemen/agents and farmers cooperatives wasifigéeintas play minimal roles with a

score of 50%.
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4.4.2 Sources of raw material for SMEs engaged iroconut value chain

Respondents who were mainly SMEs engaged in coceslue chain were asked to

identify the source of the coconut raw material tfugir production and their feedback is

analyzed using the table below.

Table 4.4 Sources of raw material for SMEs engagead coconut value chain.

N—r

Sources of raw materials Frequency Percentage (%
Local Farmers 17 65.4%

Local firms 4 15.4%

Local own plantations/farm 2 7.7%

Export 0 0

Farmers cooperatives 2 7.7%

Middle men (agents) 1 3.8%

N=26

Source: Research data (2016)

The above findings clearly shows that most SMEsagad in coconut value chain obtain

the raw materials locally from farmers especialigni Kilifi and Kwale County where

coconut is predominantly grown. In deed 65.4% bfespondents indicated that they buy

their coconuts directly from farmers while 15.4%ylitom other firms.

4.4.3 High value coconut products produced by variss SMEs in Kenya

Table 4.5 High value coconut products produced byarious SMEs in Kenya

Coconut product Frequency | %

Virgin coconut oil 18 69.2%
Coconut rafters and brooms 6 23.09
Coconut toddy (Mnazi) 16 61.5%
Coconut cream 13 50.0%
Desiccated coconut 14 53.84%
Coconut artifacts 10 38.4%
Coconut furniture 12 46.1%
Coconut mats & mattress made of coir /fiber 12 196.
Coconut palette & charcoal briquettes 12 46.1%
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Coconut textile used in manufacturing green houses| 2 7.7%

Coconut soap, syrup &lotion 7 26.9%
N=26
Source: Research data (2016)

From the table above, the twenty six (26) respotdderere asked to select by ticking
coconut products produced by various SMEs in Keiygugh coconut has many uses,
the researcher identified the above ten (10) prizdilnat are predominantly produced by
SMEs in Kenya. Results of the research showsa®.@% of respondent’s selected virgin
coconut oil as the most high value coconut progwotiuced in Kenya followed closely
coconut toddy all at 61.5%, desiccated 53.84% dreh tcoconut cream coconut at
50%.Desiccated coconut is relatively high valueotwt product used in manufacturing
biscuits. However, only few firms such as Kentastiel have ventured into it

commercially.
4 5 Institutional framework of the coconut value clain

Institutional framework of the coconut subsectoil Wwe used in determining relevant
component of the coconut value chain. Indeed,ribtutional framework will be used to
identify key institutions that support the cocomsubsector especially those institutions
that assist SMEs engaged in coconut value additiMoreover, the institutional
framework will be used to assess the extent to kvkiech institutions support coconut

value addition.

Therefore, to determine institutional framework &msessing component of value chain
of the coconut subsector, respondents were askedhtmose from a list of identified
institutions, a specific coconut value chain actiia mostly support their business and

how critical (important) are they .
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4.5.1Institutional framework that support coconut value chain

Respondents were asked to identify institutionainework that is critical in supporting

coconut value and their feedback is analyzed usibig4.6 below.

Table 4.6 Table showing institutional framework suporting coconut value chain

Coconut player/actor/SMEs that support| Frequency Percentage
value chain

County Government through MOA & MOT 6 23.1%
Nuts &Oil Crops directorate (Former KCDA) 23 88.5%
Export Processing Council 2 7.7%
Kenya Agricultural Research Institute (KARI 1 3.8%
NGOs 0 0%
Women Enterprise program 1 3.8%
HaziyaYaJumuiyaYaPwani 1 3.8%
MESPT/DANIDA 3 11.5%
Banks 0 0%
N=26

Source: Research data (2016)

Respondents were asked to identify institutions shi@port coconut value chain and the
findings of the study shows that 88.5% identifiedt®Nand Oil Crops Directorate as the
main institution supporting the coconut subsectolfoved distantly by the county

governments through their ministry of agricultureldrade at 23.1%. This is a disturbing
trend since management of coconut subsectors @\al/function to county government

and there should be the one on the fore front ppstting the value chain actors.
4.5.2 Extent to which institutional framework suppats the coconut subsector

The extent to which institutional framework sugpooconut subsector was used to
assess relevant components of coconut value cl@nvarious companies, organizations,
SMEs, research institutions and government agengvese identified as major
components (actors) of coconut value chain. Resggrusdvere therefore asked to identify
from a Likert scale of 1-5, the extent to which leaastitution support coconut value
chain and their response was captured and sumrdanizbe table below.
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Table 4.7 Extent to which institutional framework supports coconut subsectar

Mean | % SD
Mean

Bank support by granting credit facility 8.67 9.42%8.20
Nuts and Oil crops directorate support 24.2 26.28%.71
Good road network 11.6 12.60p4.02
County Government support 20.2 21.949%0.4
Marketing agencies e.g. export processing zones.0 10| 10.86%| 2.92
Security 17.4 18.90% 15.16
N=26

Source: Research data (2016)

The table above shows the extent to which instoeli framework affects the coconut
subsector. The analysis was done using a Likele sdaich had five units 1 to 5. Where
1 represented no extent at all, 2 little extenth@derate extent 4 great extent and 5
represented greater extent. According to the resegr a mean of 20.2 and above
represent greater extent, 15.4 to 19.9 represeat gixtent, 8.0 to 15.3 moderate extents
while below 8.0 represent no extent at all. From findings of the study, support from
Nuts and Oil Crops Directorate was rated as thet reritical as it greatly affects value
chain of the coconut subsector with a mean of 24@ Standard deviation of 20.4 and
mean percentage of 26.28% followed closely by tpgovernment support with mean
percentage of 21.94%,M=20.2&SD=20.4).This means ¢beonut subsector greatly
depend on the support of both national governmémtofgh Nuts and Oil crops

directorate) and county government for optimizatbits value chain.
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4.5.3 Government support to coconut SMEs.

The twenty six (26) respondents were asked to ifijetite greatest support they require
from the government and their response was analgmddpresented through a table.4.8

below.

Table 4.8Government support to SMEs engaged in cocot value chain

Kind of support Frequency Percentage
Subsidized licensing by Kebs & county 0%
government

Financial/credit facility (specify) 2 7.7%
Marketing support through exhibitions by6 61.5%
NOCD

Training, workshop & seminars by NOCD 22 84.6%
Benchmarking Tours 13 50%
Provision of Machines & equipment’s 1 3.8%
N=26 33.9

Source: Research data (2016)

From table above, it's observed that the only netglovernment support to the coconut
stakeholders is through training, workshop and earsiconducted by Nuts and oil crops
directorate which was rated at 84.6% followed dip$s marketing through exhibition
rated at 61.5%. Benchmarking tours follows at 50B&me few coconut value chain actors
from Mombasa and Kwale County were taken for a berark tour in Rwanda and
Ethiopia. However there has been no licensing sfgyocounty governments and Kenya
bureau of standard which scored 0% and that theegdaelied on traditional methods to
process their products as the lacked support iptbesion of machinery and equipment
rated at 1%.
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4.6 Determinants of coconut value chain

The respondents were asked to select determinaatttomote or hinder coconut value
chain and their response was analyzed and presesitegitable 4.9 and 4.10.

4.6 1 Determinants that promote coconut value chain

The respondents were asked to identify factorsatiner determinants that promote
coconut value chain and their feedback was sumetdhrand presented using table 4.9

below.

Table 4.9Determinants that promote coconut value ain

Factor Frequency Percentage
Financial support 6 23.1%
Technological support 4 15.4%
Extension services 15 57.7%
Cooperatives & Associations 1 3.8%
Market availabilities 12 46.2%
Training, workshops & exhibitions byl19 73.1
NOCD

Support by County Government 9 34.6%
Readily supply of coconut raw materials 19 73.1%
Availability of machinery & equipment’s 1 3.8%

Source: Research data (2016)

The table above shows the determinants that protheteoconut value chain in Kenya.
Out many determinants proposed by the researcBet%v of the respondents observed
that training, workshops and exhibitions condudbgdNuts and Oil Crops directorate
coupled with readily available coconut raw materiaé the main supportive determinants
of coconut value chain while machinery and equipmtagether with stakeholders
cooperative association had a lowest response866 gheaning that though they are very

critical they are were not available hence lespestipre to the coconut value chain.
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4.6.2 Determinants that hinder coconut value chain

The respondents were asked to identify factorsetgrchinants that hinder coconut value

chain and the data was analyzed and presented tafilegd:10 below.

Table 4.10Determinants (factors) that hinder cocontualue chain

Factor Frequency Percentages
Not available
Lack of Financial support 14 53.8%
Lack of technological support 17 65.4%
Extension services 2 7.7%
Lack of cooperatives, associations& self-help gsouypl5s 57.7%
Market availabilities especially export market 16 1.%%
Training, workshops & exhibitions by NOCD 0 0%
Support by County Government 19 73.1%
Readily supply of coconut raw materials 6 23.1%
Lack of machinery & equipment’s 22 84.6%
Middle men & buyers from Tanzania 20 76.9%

Source: Research data (2016)

From the table above, respondents were asked ttifidedeterminants that hinder
coconut value chain and it was observed that, 8406%espondents identified lack of
machinery and equipment as the main impedimenbtoraut value chain followed by
unscrupulous middle men and Tanzanians buyer wbouat for 76.9 % of respondents
as they affect coconut supply to value chain playeillegally entering into selling

agreement and contract to farmers that thus denioogl firms access to mature
coconuts. Other hindrances includes inadequatetg@avernment support (73.1%),lack
of supportive technology(65.4%), inadequate markavailabilities(61.5%),lack

cooperatives and self-help groups (57.7%), lacknaincial support (53.8%) ,inadequate

supply of mature coconuts(23.1%) and finally la€lextension services at 7.7%.
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4.6.3 Benefits of coconut subsector in Kenya

Finally, respondents were asked to identify theelieshof coconut subsector in Kenya

and their feedback was analyzed and summarized tedite 4:11 below.

Table 4.11Benefits of coconut in Kenya

Benefit Frequency Percentage
Source of employment 20 76.9%
Source of income to coconut farming society 25 96%
Promotes crime 0 0%
Reduces rural urban migration 19 73%
Creates wealth to the economy 20 76.9%
Encourages industrial development 22 84.4%
Utilizes non arable land 19 73.1%
Can provide raw materials for edible oil 17 65%
Provide money to support education 23 88.5%
Provide money to support health care 22 84.6%
Help feed coconut society 16 61.5%
Percentage mean 63.9%

Source: Research data (2016)

From above table, a mean percentage of 63.9% @oneents agreed that coconut
products are very beneficial as source of incomeotmnut farming community, source
of employment, reduces rural urban migration, pfevimoney to support education &
healthcare, it enhances industrialization, makeafsgn-arable land as well as provide

food security to the society.
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4.7 Discussions of findings

This study has made several strategic findings kvhie discussed in greater details in
this section while at the same time being intertegiaand compared with findings of
related studies on coconut value chain. The objestof the study were to assess the
value chain analysis of the coconut subsector inylde More specifically, the study
wanted to establish the components of coconut v&tae as well as the determinants of
coconut value chain. To achieve the desire resthis,study used descriptive cross-
sectional survey design aimed at assessing the \@dain of the coconut subsector in
Kenya focusing more on various value chain actduoling dealers, processors and small
micro enterprises (SMEs) engaged in coconut validéian.

4.7.1 Components of value chain in the coconut suagor in Kenya

The study identified the components of coconut eathain by way of assessing the
coconut value chain actors (players) and by idgntif their high value products and by
products. Equally, the components of value chain ba assessed using sources of
coconut raw material by intermediaries as well aalable institutional framework that
support the coconut value chain. The preliminangifigs of study revealed that the key
components of coconut value chain include varidakeholders(actors) each playing a
specific role though some complimenting each oth&f all the players
(components)identified through the research datas Mnd Oil Crops Directorate was
ranked as most important players in supportingprat subsector with highest rating of
80.8% followed by the county government throughrthespective ministry of agriculture
(MOA) with 76.9%. Processer, vendors and valuerchators (SMEs) were also rated
important with 65.4% while farmers & growers folled closely with 61.5%.Marketing
agencies such Export promotion Council was equssdhn to be important in supporting
coconut value chain with a rating of 57.7% whileddlemen/agents and farmers

cooperatives was identified as play minimal roléh a score of 50%.

Equally, the study shows that 65.5% of coconut SMEsins their mature coconuts and
other coconut raw materials for their productiocalidy from farmers while 15.4% obtain
from other firms. A good example is that most mawtirers of soap, lotion, shampoos
and coco syrup use virgin coconut oil which theguae it locally from producers of
virgin coconut oil. The study also observed thamnsoof the most valuable coconut

products includes virgin coconut oil, coconut eedtand brooms, toddy (Mnazi), coconut
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cream, desiccated coconut, coconut artifacts, lscand ornaments, coconut furniture;
coconut mats & mattress made of coir /fiber; wogadlette & charcoal briquettes;
coconut soap, syrup &lotion and coconut textiledus® manufacturing greenhouses.
Moreover, the findings of the study also indicatedt from the list of supportive
institutions in the coconut subsector such as tyogovernment through their ministry of
trade and ministry of agriculture, Nuts &QOil Crop#rectorate (Former KCDA), Export
Processing Council, Kenya Agricultural Researchtitite (KARI),NGOs,Women
Enterprise program, HaziyaYa JumuiyaYaPwani, MESANIDA and Banks; 88.5%
of the respondents identified Nuts and Oil CropseCibrate as the main institution
supporting the coconut subsector followed distabyighe county governments within the
coconut belt areas through their ministry of adtime and trade at 23.1%. However, this
is a disturbing trend as county governments aree@ep to lead from the front as

management of coconut subsector is a devolvediamtti county governments.

This was reaffirmed when respondents were aske@sBess the extent to which
institutional framework support coconut subsecttrereas using a Likert scale of 1-5,
Nuts and Oil Crops Directorate was rated as thetro8cal institutions supporting

coconut subsector with a mean of 24.2 and Standardation of 20.4 and mean

percentage of 26.28% as it greatly affects vahan of the coconut subsector. This was
followed closely by County Government support wittean percentage of 21.94%,
M=20.2 & SD=20.4).The findings of the study furtlrevealed that government support
to the coconut stakeholders through training, waoksand seminars conducted by Nuts
and oil crops directorate was very important witraing of 84.6% followed closely by

marketing support executed through exhibition ab®l Benchmarking tours came third

with 50% as very few benchmark tours were organimecespective county governments

The findings of this study was supported by pastiies such as a study conducted by
Kumara and Kapur (2010) on value chain analysisamonut in Orissa where it was
found that both vendors and aggregators were vgnyfisant in the coconut value chain
and through the chain were able to earn profittaemte continue the business. Moreover,
the study findings are compatible to a report bydeet al. (2010) on his study on the
value chain of fruits and vegetables in India whekeas observed that farmers linked to
the value chains receive a higher share of groksethan other stakeholders and that

they also received higher prices for each of thgetables considered during the study.
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The study concluded that vendors play an impontalet in the value chain by reducing
information gap between farmers and retailers wheocorded proper training. Their
finding underscores the need to enhance capadilyit for brokers in relaying market
and production information to the farmers whom thel with exporters. Furthermore,
research findings from a study conducted by Yound Belomo (2014) observed that
major stakeholders in the coconut subsector insludeconut growers (household
farmers), market intermediaries and various smaitenentrepreneurs (SME’s) engaged
in coconut value addition. Finally, the resultdlug study resonates well with findings of
a study by Odero at al (2013) on value chain armsalgé smallholder snap bean
production in Kirinyaga county where they obsertieat actors in snap been value chain
plays vital roles which complement each other #vat lead exporters who worked
through field agents dominated the trade. The studiier revealed that farmers had the
lowest proportion (share) of the value addition dfga followed by brokers and then

retailers while processors reaped the highest lisrdfthe value addition

4.7.2 Determinants of coconut value chain

To explore the determinants (factors) that pronmténinder coconut value chain, the
respondents were asked to select by ticking thaderminants and out of identified

determinants(factors) such as financial suppodhrigcal support; extension services;
cooperatives and association; market opportunitiesning, workshop & exhibition;

county government support ; availability of mataeconut and supply of machinery
and equipment; the study revealed that 73.1% of réspondents ranked training,
workshops and exhibitions conducted by Nuts andO@alps directorate as well as ready
availability of coconut raw materials as major goiive determinants of coconut value
chain while 84.6% of respondents identified lacknafchinery and equipment as the main
impediment(hindrance) of coconut value chain fold closely by unscrupulous middle
men and Tanzanians buyers with 76.9 % and whdk 6f adequate county government
support followed with 73.1%. Lack of ready markiedequate technological support,
lack of financial and credit facility as well asckaof extension services are other
hindrances to coconut value addition. Finally thedg established that 63.9% of
respondents agreed that coconut products are \amgfibial as source of income to

coconut farming community, source of employmenguces rural urban migration;
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provide money to support education & healthcaredessenhancing industrialization and

making use of non-arable land as source of foadh&mce livelihood to the society.

The findings of this study are strongly supportgdplast research including a study by
Mbithe (2012) on factors influencing Mango valueadiéidn in Kenya taking Makueni
County as a case where it was observed that thaagprity of the farmers were growing
mangoes for export, they lacked awareness on haddovalue to the Mango fruit and
that the Government extension officers were noés®ed by most of the farmers were not
organized in self-help groups to help them pursalaesaddition. Equally, there was lack
of financial facilities and opportunities which sssd to hinder the practice of value
addition of mango fruit. Same relationship canbberowed from previous study by on
value chain analysis of smallholder snap bean mtomiu in Kirinyaga county in Kenya
by Odero et al (2013) where they recommendedthiegae’s need for farmers to enhance
value addition through processes like cleaningytring and packing the harvested beans
for the domestic marketing in order for attrag buyers such as local supermarkets and
by encouraging them to form marketing groupshsd they can minimize the brokers
infiltration who indirectly steal from them. Theusly also recommended the need for
farmers empowerment through training and informmatftow coupled with support
services such as provision of credit facility, exien services, transport & logistics as
well as research on locally adaptable, acceptablkeustainable snap been seed variety

to improve farm productivity which is true for aptl coconut value addition.

Finally this study resonates well with the findingfsa research by Young and Pelamo
(2014) on Solomon island coconut value chain amalyghere it was observed that
coconuts and copra are the Solomon Island’s longtastding commercial smallholder

income generating activity and are very importanfdod and nutrition security. They

further found out that Solomon Islands Governm@&iG) succeeded by making strong
commitment to the coconut sector through generdl sattor specific strategies and by
engaging development partners to increasingly mn@zegthe importance of coconuts in

rural incomes and poverty reduction
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CHAPTER FIVE
SUMMARY, CONCLUSION AND RECOMMENDATIONS
5.1 Introduction

This chapter presents the summary of findings, udisions, conclusion and
recommendation in relation to the objective of sedy. It also highlights limitation of

the study as well as provides suggestion for funtbgearch.
5.2 Respondents profile

Out of a total population of forty two (42) cocorBMES, twenty six (26) of them were

interviewed representing 62% of the entire popatatiThe research findings further
observed that majority of people engaged in cocwalute chain are men who account for
57.7% of the entire population and fall within tnge bracket of 40-50 years.

5.3 Summary of findings

The objective of the study was to assess the \adlaa analysis of the coconut subsector
in Kenya. More specifically, the researcher warttedlentify the components of coconut
value chain as well as the determinants of cocoralte chain and used both

guestionnaire and telephone interview to obtaindéte .

Initially, respondents were asked to select the tnmogortant players (actors) in the

coconut subsector and it was observed that therevery many players (value chain
actors) in the coconut subsector each playing qaati role. Of all actors listed above,
county governments and Nuts and Oil Crops Diretéo(BIOCD) were selected to be
very important in supporting coconut subsector wvhitlfhest score of 80.8% followed by
the Ministry of Agriculture (MOA) in the countieg &6.9% .Processer and value chain
actors were equally identified as important with485 while farmers followed closely

with 61.5%. However, of all the stakeholders, agemnd farmers cooperatives play
minimal role with a score of 50%. Marketing agesciweere also considered important
with 57.7% as they assist in creating marketingoojymities for coconut value added

products.

In addition, the study found that most SMEs engagezbconut value chain obtain their
raw materials locally from farmers especially inclsucounties like Kilifi and Kwale

where coconut is predominantly grown. In deed 65af%ll respondents indicated that
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they buy their coconuts directly from farmers whilg.4% buy from other firms. The
researcher identified a good example as Pwaniiclassdings which buys its virgin

coconut oil from Cocovita Itd for manufacturingadconut syrup, soap and lotion.

Equally, the twenty six (26) respondents were as&esklect by ticking common coconut
products produced by various SMEs in Kenya. Thoeghonut has many product
portfolio and uses, the researcher identified theva ten (10) products that are
predominantly produced by many SMEs in Kenya. Rexi the research revealed that
69.2% of the respondents identified virgin cocoailtas the most common high value
coconut product produced in Kenya followed closbly coconut rafter and broom
together with coconut toddy all at 61.5%. Desicdateconut which is used in making
biscuits was least produced at 11.5% and only fewsfsuch as Kentaste Ltd produce it

commercially.

To determine institutional framework that suppooc@nut value chain, respondents were
asked to identify institutions that support cocomatue chain and the findings of the
study shows that 88.5% identified Nuts and Oil Gr@prectorate as the main institution
supporting the coconut subsector. This is followetantly by the county governments
(21.3%) within the coconut belt areas through thaimistry of agriculture and trade since

management of coconut subsectors is a devolvedidnno county government.

Furthermore, the researcher assessed the instractramework that affects the coconut
subsector using a Likert scale of 1 to 5. Whenmedresented no extent at all, 2 little
extent, 3 moderate extent 4 great extent and Sesepted greater extent. The study
findings revealed that support from Nuts and O Directorate was rated the most
critical as it greatly affect the value chain oétboconut subsector with a mean of 24.2
and Standard deviation of 20.4. It was followedselg by County Government support
with a mean of 20.2 (SD=20.4).This means the cocenbsector greatly depend on the
support of both national government (through Nung @il Crops directorate) and county

government for optimization of its value chain.

Further findings went further to revealed thabveynment support to the coconut
stakeholders is through training, workshop and samsiconducted by Nuts and oil crops
directorate with a rating of 84.6% followed closdly marketing support executed

through exhibition at 61.5%. Benchmarking toursneathird with 50% as very few
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benchmark tours were organized by county governsneath as Mombasa and Kwale
where the stakeholders were given a chance toRag#inda and Ethiopia for a study tour.
However there has been no licensing support bytgagmvernments and Kenya Bureau
of Standard (Kebs) and that there’s no supply afimgent and machines to coconut
value chain actor to enhance coconut value addi#dinthis were rated at 0% and 1%

respectively.

The study also assessed the determinants thatrhoodenut value chain and it was
revealed that 84.6% of respondents identified lecknachinery and equipment as the
main impediment to coconut value chain followed umscrupulous middle men and
Tanzanian’s buyers who account for 76.9 % of redpats as they affect coconut supply
to value chain player by illegally entering intdlisg agreement and contract to farmers

that thus denying local firms access to mature ot

Finally, respondents were asked to identify theelieshof coconut subsector in Kenya
and a mean percentage of 63.9% of respondentsdagrat coconut products are very
beneficial as source of income to coconut farmiogimunity, source of employment,
reduces rural urban migration, provide money topsup education & healthcare, it
enhances industrialization, make use of non-araplé as well as provide food security

to the society.
5.4 Conclusion

Form this study; the researcher concluded thaatfadysis of coconut value chain is very
important to tap the full potential of the cocormutbsector in Kenya whose economic
value is estimated to be above KES13billon annually

The study established that coconut subsector hges éonomic potential and can support
livelihood of many coastal population especiallynfrthe coconut belt areas. It's a source
of income, employment and creates wealth besidpposting industrial development
which is a key cornerstone for the achievementsibrm 2030.

The study also revealed that the survival of cot@ubsector depends on stakeholder
integration and linkages and that major value champonents of the coconut subsector
includes Nuts and Oil crops directorate (NOCD), nds through their ministry of
agriculture, processors and various SMEs engagedoaonut value chain , Banks,
farmers , farmers cooperatives and marketing agermstich as export processing council

which is critical in creating new market oppoities for coconut value products .
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Moreover, there’s need for faster establishmemtnofssociation or cooperative society of
all coconut value chain actors so that they caroeabe their rights and negotiate better
prices, subsidies, incentives and credit facilibagheir behalf.

The findings of the study also affirm that coconutdue chain requires institutional
support from government agencies such as Nuts ahdCi©ps Directorate, county
governments, and research institutions i.e. KARthers are security agents and
suppliers of seedlings to farmers so as to increasmnut acreage to sustainable
commercial levels. Such government support includhesketing through exhibition;
training, workshop, seminars and benchmarking taOteer support such as subsidized
licensing, supply of machinery, equipment’s andlitriacility are also very necessary.
Therefore, from the findings above, we can dedha¢ major components of coconut
value chain consist of coconut seedling distribgitooconut growers/farmers, processors,
Nuts and Oil Crops Directorate, county governmemenidors and marketing agencies
such as export promotion council. Others includeeaech institutes such as KARI,

KEFRI and Kalro. This can be summarized using grdia below.
Fig 5: Diagram showing coconut value chain

Primary function

Seedling Farmers/ Processors Vendor/ : Consumer
distrihiitc Crowiar Retailers
l‘\ /\\ AN AN
Support - o .
. Kenya agricultural research institute, Nuts and Qil crops
Function

directorate, County Governments, Banks, Kseefri, Kalro,
Marketing agencies such as EPC

Source: Research data (2016)

The research also assessed the determinants afuto@ue chain that hinder or promote
the coconut subsector and revealed that majorragi@moting the coconut value chain
includes availability of extension services, availity of mature coconuts from farmers,
extension services from Nuts and Oil Crops Direatty financial and technological
support and market availabilities. Moreover, theadg identified major hindrance of
coconut value chain which needs to be addresseddar to optimize the huge economic
benefits of the coconut subsector. Such factordudiec lack of machinery and
equipment’s, lack of financial and technologicappart, lack of formidable cooperative

and the unscrupulous Tanzania buyers who lock amdract coconut farmers to sale
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exclusively to them living very little coconuts kocal processors. The irony is that the
same coconut undergoes value addition in Tanzamiabaought back to Kenya at a
higher sellable value. Another setback is that sdmue players have large coconut
plantation in coconut producing countries such aalaysia, Indonesia, India and
Thailand and end up importing ready processed adcproducts that competes with
what is produced locally. This creates unfair cotitipea and damping of our local

industries.

5.5 Recommendations for policy and practice

The study looked at the value chain analysis ofcihenut subsector in Kenya. More
precisely, the study focused on the components amortut value chain and the
determinants that promote or hinder the coconusesttor.

The findings of the study indicate that coconutsadbor has huge economic potential but
lacks required institutional support to optimize gotential. Indeed the support by the
county government is very minimal despite the faahagement of the coconut subsector
is a devolved function. Therefore, the study recemds that the county government
within the coconut belt areas to establish a spedépartment that operate more similar
like the defunct Kenya Coconut Development Authyouitith clear mandate to revive,
harness and optimize the coconut subsector. Thay salso recommends that the
government should reconsider reconstituting a sppecithority or directorate within Nuts
and Oil crops directorate to solely manage cocaifiiairs as the current directorate has

more expanded roles that includes all other oipsrio Kenya.

Furthermore, the study revealed that out of maotofa affecting the coconut subsector,
lack of credit facility, machinery and equipmentigas identified as the a major concern
to many coconut processors and recommends thabahks, micro institutions and
cooperatives should advance loan to the processorshat they can acquire such
machines and equipment’s. It's surprising thatualty 90% of all processors use
traditional or rather manual methods in their cadgorocessing. Moreover, perhaps the
county government should consider partnering witbrnational manufactures equipment
and machines required in coconut value additionthsd that they can establish their
outlets in Kenya as it's very expensive for indivédl firm to import such machines.

Alternatively, the county government should spepdhe establishment Kenya Coconut
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Association, cooperative for all coconut SMEs whielm take such roles of importing the
required machinery on behalf of processors. Thecson will equally in advocacy,
pricing, regulation and negotiating credit facdgifor its members. The association can
also be modeled as a Sacco to take members depdsgtqually advance loans to them.

Finally the study identified that majority of coadnprocessors lack adequate supply of
mature coconut from farmers as most farmers sellTdaazania under some illegal
contractual dealings. The study therefore recommdhdt both the national and the
county government should work together and deviggal framework that prohibits such
dealings and protect the local industry from unt@mpetition. Moreover, farmers need
to be sensitive not to fall trap of such unscrupslbuyers and need to be incentivized to
support the local processors.

Since the study revealed that virgin coconut otlidly and desiccated coconut as some of
the highest revenue earners of the coconut sulysantb a very important source of
employment, income and livelihood, we recommends gfovernment agencies such as
export promoting to come in handy to assist pramssaccess lucrative export market
while the government through various agencies shassist in creating markets for the
coconut produce. Subsidies in the form of freenlsteg and tax holidays should equally

be extended to coconut value chain actors as amnfive.

Moreover, the toddy (Mnazi) vendor’s needs to betqmted from police harassment and
the sector regulated to ensure it creates moreevalithe economy. Indeed, the toddy
segment should be promoted and research donereaseits production, branding and
packaging so that it can compete with regulated lbeands in Kenya. Equally the
government should enhance the production choldstexe virgin coconut oil through
automation as it can compete with palm oil and roéagble oil imported in Kenya hence
the county the much need foreign exchange.

Finally, the study revealed that the county hasfally explored subsector as they are
many other products that can be produced from dkeeraut products which we have not
been ventured into. Such products include tiles;gme, and fiber like components used
in interior finishing of boats and planes. Therefowe recommend more coordinated
benchmarking tours and increased investment ingsaing technology that will assist in

optimizing the coconut value chain.
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5.6 Suggestions for Further Studies

The study was focused on value chain analysis efctdtonut subsector in Kenya. The
objective of the study was to identify the compdresf coconut value chain as well as
determinants that promote or hinder coconut val@mnc Though the study meets its
purpose, there’'s need for more research on stemeg minimize the hindrance to
coconut value chain and to identify strategic weation by the county government

aimed at enhancing coconut value chain.

Moreover, there’s need for studies on whether waukhreconstitute the nuts and oil
crops directorate and create a special coconutiepat that is more focused on coconut
affairs just like the former KCDA since the curtéduts and Oil Crops Directorate has

wider roles of managing all oil crops in Kenya nrakthem lose focus to coconut issues.
5.7 Limitations of the Study

The study recognized that value chain analysif®ttbconut subsector is very significant
for its immense contributory roles to the econodgwever, this study identified some

limitations that researcher came across while guaieg the research study.

The first limitation was time constraint in thakettime the researcher had limited time as
the researcher was required to complete the stundysabmit the final project within the
required period. This forced the researcher noy tmlrely on questionnaire which was
taking long to be returned but also to obtain diataugh telephone interview guide. The

guestionnaire acted as a good guide for the telephderview.

Another limitation was inadequate resources to oohdhe census as some of the
respondents were locate far locality such as Lamd Banariver County which are
security risk areas. A third limitation was inassible to some value chain actors due to
their work schedules. Some were very busy to bervenhed and others were
uncooperative and needed to be paid. Some respisndeuld not be reached as their
telephones were not going through while some wiggested a personal interview kept
on postponing the interview. Equally, some respaiglevere a little bit bureaucratic and
proved difficult to be interview. Some even did meturn the questionnaire and avoided

the researcher’s telephone call.
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APPENDICES

APPENDIX 1: AUTHORIZATION LETTER

UNIVERSIYO NAIROBI
MOMBASA CAMPUS

Telephone: 0206-2059161 Tel: 020 2059161
Telegrams: “Varsity”, Nairobi Mombasa, Kenya
Telex: 22095 Varsities

Our Reft 361/73739/2012

DATE: 127 OCTOBER, 2016
TO WHOM IT MAY CONCERN

The bearer of this letter, Mwachofi Herman Poisa of Registration
Number D61/73739/: 12 is a Master of Business Administration
(MIBA) student of the University of Nairobi, Mombasa Campus.

ite is reguired to submit as part of his courscwork assessment a
research project report. We would like the studeni to do his project on
Vailve Chain Anaiysis of Coconut Sub-sector in Kenya. We would,
therefore, appreciate if you assist him by allowing him to collect data
within vour organization for the research.

The results of the report will be used solely for academic purposces and

a copy of the samce will be availed to the interviewed organization oo

request.

Thank vou

usiness-Mombasa Campus
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APPENDICES

APPENDIX II: RESEARCH QUESTIONNAIRE/INTERVIEW GUIDE

This questionnaire/interview guide aims at coliegtinformation and data for academic
use by the researcher. Your kind participation \gil a long way in providing useful

information required to complete this research. iftiermation provided will be treated

in confidence. You need not indicate your name Yoir company name will be

important. Please answer the questions preciselyhjectively as requested below:-

Part A: Background information

1. Gender of the respondent Male[ ] Bem[ ]

2. Age range in years

18-25years|[ ] 26-30years|[ ]31-35rgda | 36-40years [ ]

41-45years|[ ]46-50years|[ Jover®ans|[ ]
Part B: Identifying components of value chainn coconut subsector
1. Name of your company/organization.............e.eveeieeieeieae s ainieaaannnnn
2. Period you have served in this organization: lthkas 2 years|[ ] 2-5years|

]
6-10 years[ ] Over 10 years | ]

3. What is your designation in the firm: ChairmardClady [ ] Director [ ]
Manager [ ]

4. Which coconut product do You ProducCe..........c.vuviriieiieiie e e e ee v

5. How long has the company been in operation: : sltean 2 years [ ]

2-5 years [ ] 6-10years|[ ] Overydars | ]

6. Which market do you produce for: Local [ ] Export| ]

7. Who exactly is your customer: Families/household][ other companies [ ]
Government [ ] Export [ ]

8. How do you measure your output: in Kilograms [ in]litres [ ] in pieces|[ ]
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9. What volume of output does your company prodwareneek:
Less than: 50 [ ] 51-200 ] ]201-500 [ ] 501-1000[ ]
1001-2000[ ] 2001-5,000[ dver5000[ ]

10.Where do you get your raw materials ( coconut petd Locally [ ] Export [

11.How much do you buy one unit of your raw material

12.How much do you sell one unit of your
010 o 11 o =

13.Where is the source of your raw materials: Largdesd~armers [ ] Small Scale
farmers [ ] contracted farmers|[ ] own péion|[ ] cooperatives| |

14.Do you get enough raw materials to meet your marleeds: Yes[ ] No |
]

15.Any challenges getting your raw materials from your
SOUICES ...ttt eieietee e eeeneeens

16.Are there challenges getting market to your produces | | No [ ]

Part C: Assessing the institutional framework in the coconut subsector

1. Do you get government support in your business@s[Y | No [ ]

2. Which kind of support do you get from the Governme kindly tick
appropriately

Type of support
v Yes v' No

Licensing

Financial

Marketing

Training

Workshops
Exhibition

Benchmarking Tours

Extension services

3. Are you are aware of the existence of Nuts and €@jp Directorate to replace
former KCDA. Yes[ ] No [ ]
4. Do they support your enterprise? Yes [ ]o [N ]
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5. Which is the greatest support do you require? Kitidk appropriately

Type of support
Yes No

Licensing

Financial/credit support

Marketing support

Training support

Workshops/Seminars

Exhibition

Benchmarking Tours

Extension services

6. Are you organized in terms of associations anddoperatives?
Yes[ ] NoJ ]

7. If yes, kindly indicate the name of your assoociattooperative............

8. Who fix your prices in the market? Government [ ] Cooperative/association
[ ] Self[ ]
9. Using a scale of 1-5; kindly indicate extents iniathavailable institutions
framework support coconut value chain.
1. No extent at all 2. Little extent 3. Moderate extd. Great extent 5.

Greater extent

Bank support by granting credit facility

Nuts and Oil crops directorate support

Good road network

County Government support

Marketing agencies e.g. export processing zones

Security
N=26
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10. By ticking, indicate which infrastructufehmework that is critical to your business

v Tick appropriately

Financial /credit facilities

Security

Extension services

ICT/Technology

Industrial equipment’s/plant & machinery

Road

Energy( Electricity)

Part D: Exploring determinants of value chain in the coconut subsector
1 Are there any issues or factors that affect yowooat business :
Yes[ ] No[ ]
2 From the list below, choose by ticking which fast hinder or promote your

coconut business

Determinants/Factors Available Not available
v" (Promote) v" (Hinder)

Financial support

Technological support

Extension services

Cooperatives ,associations & self-help

groups

Training
Market

National Government support Throu
NOCD

Supply of coconuts ( production)

County government support through

their ministry of agriculture

52



3 Identify any other factor that affect your businbss not mentioned above.

4 Identify any other factor that promote your busgbsat not mentioned above.

5 Does the community that you operate in support yausiness? Yes[ ] No [ ]

6 Are there brokers and middle men that affect ymusiness through exploitation
of both you and farmers
Yes | ] NoJ ]
10.1f yes, suggest way of solving the middlemen afect

11.Tick appropriately whether coconut has any of tie¥wing benefits
Benefit v Agree v Don't

agree

Source of employment

Source of income

Promotes crime

Reduces crime

Reduces rural urban migration

Creates wealth to the economy

Encourages industrial development

Utilizes not arable land

Can provide enough raw material for Edible|oil

manufactures

Helps educate children’s ( Income help paying

school fees)

Thank you very much for your corporation.
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