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EXECUTIVE SUMMARY
URGENT INTERVENTIONS NEEDED TO
SECURE THE FOOD VALUE CHAIN
One can tell quite a lot about a country’s economic
future by simply looking at how credit is allocated
across the various sectors of the economy. Optimal
levels of credit allocation can be attained when credit
is channelled to areas where real production happens
– the real economy. These include sectors such as
Agriculture and Manufacturing which are at the heart
of the current administration’s Big 4 Strategy.
However, upon deeper analysis, our findings reveal
that there is a credit misallocation where the
production sectors such as agriculture are cashstarved and most commercial lending is targeted
towards avenues where consumption is high. Looking
at the latest statistics from the Central Bank of Kenya,
one observes that over 85% of loan accounts are
classified as “Personal and Household” and only 1%
are classified as “Agriculture”. This cannot be a path
to sustainable economic growth- not by any stretch
of the imagination!

quality safe guards for all farm inputs, from seeds to
fertilizers and everything in between.
In this flagship edition, we provide an outlook
on the Agriculture sector. We consider emerging
opportunities and risks in the 6 sub-sectors and
we offer projections on future levels of production.
Indeed, forecasting future production levels will be
one of our main contributions at Mentoria Economics.
We believe our investments in predictive analytics
and data analysis will lead us to sharper insights in
future.

Our research shows that this significant
underfunding in agriculture can be attributed to a
variety of factors. Perhaps the most significant factor
is the unpredictability of harvest quality and quantity
largely driven by lack of standardization and low
quality of farm inputs. Inability to safeguard quality of
inputs means that the quality of subsequent harvest
cannot be guaranteed . This weakens market demand
which in turn reduces the financial investments
in the industry. Lower financial investment leads
to the purchase of lower quality seeds and a the
vicious cycle continues. Any useful intervention to
correct this anomaly has to consider ways of creating

We hope you gain some actionable insight from this
report!
Ken Gichinga is Chief Economist at Mentoria
Economics; Kenneth.karuga@mentoria.co.ke
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CBA and Equity Bank. Prior to that, Ken served as an
Analyst at Microsoft Corporation in Seattle, USA.

Sam Kabue is a Software Engineer based at
Microsoft in Seattle, Washington. He has significant
experience is developing and testing large scale
applications. Sam holds a Bachelors Degree in
Computer Science from Harvard University and
a Masters in Information and Data Science from
University of California, Berkeley. Sam has a great
passion for automating data analytics systems which
can be used for predictive analytics and forecasting
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exposure in both industry and audit.

6

KENYA

The Real Economy

Marycelia Nasimiyu

Cherotich Korir
Research Assistant

Sales and Marketing
(Diplomatic Missions)

Celia is a Marketing, Public Relations and
Communications Specialist with with over 6
years experience in the private sector, both
locally and internationally.

Cherotich Korir is a Research Analyst. She is
a Certified Financial Analyst (Level 1) from a
holds a Bachelor’s Degree in Actuarial Science
from South Eastern Kenya University.

She holds a Degree in Communications,
Public Relations and Marketing from
Daystar University and an MBA in Strategic
Management, University of Nairobi.

Faith Mwangi
Research Assistant
Faith Mwangi is a Research Assistant and a
candidate for Bachelor of Business Science
Financial Economics student at Strathmore
University. She holds strong skills in Research,
Financial Analysis and Economics. Faith is an
aspiring future economist and is also involved
in writing a Weekly Economic Report that
includes weekly economic overviews and
commentaries.
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CREDIT ALLOCATION IN KENYA
Table: Sectoral Distribution of Loan Accounts, Gross Loans NPLs - December 2017
No of Loan
A/Cs

% of Total

Gross
Loans Ksh
M

6,673,095

85.41%

542,107

25.11%

43,101

16,29%

242,987

3.11%

416,135

19.28%

78,337

29.60%

26,959

0.35%

346,394

16.05%

37,799

14.28%

Manufacturing

12,767

0.16%

272,744

12.64%

39,540

14.94%

Transport & Communication

33,946

0.43%

163,722

7.58%

17,418

6.58%

2,062

0.03%

111,864

5.18%

6,015

2.27%

Building & Construction

9,496

0.12%

87,834

4.07%

19,230

7.27%

Agriculture

91,940

1.18%

79,975

3.71%

8,973

3.39%

Finance Services

14,511

0.19%

73,065

3.38%

4,441

1.68%

Tourism, Restaurant &
Hotels

4,429

0.06%

53,993

2.50%

7,323

2.77%

Mining & Quarry

1,045

0.01%

10,696

0.50%

2,439

0.92%

7,813,225

100.00%

2,158,530

100.00%

264,617

100.00

Personal/Household
Trade
Real Estate

Energy & Water

Total

% of Total

Gross NPLs
Ksh. M

% of Total

Agriculture accounts for only 1% of total loan accounts despite being the backbone of the economy.
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A VICIOUS CYCLE THREATENING
THE FOOD VALUE CHAIN

LOW
QUALITY
FARM
INPUTS

REDUCED
FINANCIAL
INVESTMENT

POOR
CROP
QUALITY

LOW
MARKET
DEMAND

WEAK
HARVEST
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WHY IS THERE SIGNIFICANT
UNDERFUNDING TO THE LARGEST
SECTOR?
Uncertainty at various levels of the agricultural ecosystem
Lack of standardization of farm inputs generates unpredictable harvests
Poor harvests leads to weak market demand.
Climatic cycles can be unpredictable.
Knowledge gaps between financiers and farmers
Unique dynamics in each of the 6 subsectors.
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LISTED AGRICULTURAL COMPANIES ON
THE NAIROBI STOCK EXCHANGE
Before we look into the agricultural sector let’s first
familiarize with some of the companies listed on the
NSE

manufacture and sale of tea. It’s also involved in
growing and marketing of Avocados, livestock
farming, growing of pineapples, Macadamia and
forestry development. Its wholly owned subsidiaries
include Estates Services Limited, Siret Tea Company
Limited and Kaguru EPZ Limited. Kakuzi is also in a
joint venture with Del Monte Kenya Limited which
processes pineapples. Its parent company is Camellia
Plc which is UK based with 50.7% shareholding. The
share price has increased by 1.6% and is currently
selling at Ksh 320 with 19.6 Million shares issued and
a market capitalization of 6.272 Billion.

Kapchorua Tea Company Limited
(NSE: KAPC)
It is involved in the cultivation, manufacture and sale
of tea. The share price has remained relatively stable
at 95.5 with 3,912,000 shares issued and a market
capitalization of 852.82 million.

Williamson Tea Kenya Limited
(NSE: WTK)

Sasini Tea and Coffee Limited
(NSE: SASN)

It is involved in the cultivation, manufacture and
sale of tea. It is also involved in property investment
and sale of generators. Company subsidiaries
include Kaimosi Tea Estates Limited, Williamson
Power Limited, Tea Manufacturing and Suppliers
Limited, Tea Properties Kenya Limited, Lelsa Tea
Estates Limited and Tinderet Tea Estates Limited. Its
associated companies are Williamson Development
Limited dealing in property management and
Kapchorua Tea company Limited (39.56%). It
operates in Kenya, Egypt and the United Kingdom.
It’s share price currently trading at Ksh 143 with
17,512,640 shares issued and a market capitalization
of Ksh 2.504 Billion.

Its involved in growing and processing of tea and
coffee, milling and marketing of coffee, dairy farming
and livestock, value addition to related products
and horticulture. Sasini Coffee House was set up in
2007 to operate Sasini’s Coffee Houses. The share
price has remained relatively stable at Ksh 20 with
the total share outstanding at 228.06 Million and a
market capitalization of Ksh 4.56 Billion.

Rea Vipingo Plantations Limited
(NSE: REA)
It is the largest sisal producer in Africa with it’s
headquarter in Nairobi, Kenya. It produces over 19000
tonnes per annum with sisal estates in Kenya and
Tanzania. Its organized into two principal business
segments: cultivation and production of sisal fibre
and spinning services which converts sisal fibres into
yams and twins. Its products include Dwa, Chai and

Kakuzi Limited
(NSE; KUKZ)
This company is listed on the Nairobi and London
stock exchange and it deals with the cultivation,
11
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Limuru Tea Company Limited
(NSE: LIMT)

Mwera among others. It’s share price has been stable
selling at Ksh 27.50 with a market capitalization of
1.81 billion. Revenues have been on the decline from
4.09billion to 3.57billion.

The company is located on east of Limuru town in
Kenya and is primarily involved in cultivation of
tea. The company is an out grower for Unilever Tea
Kenya Limited that acts as the managing agent in
growing, manufacturing, sales and marketing of
LIMT’s tea. Majority of its tea for export. Limuru Tea
company’s share price has increased from Ksh 540
to Ksh 550, with 1.2 million share floated and market
capitalization of Ksh 660 million.

Eaagads Limited
(NSE: EGAD)
It is located in Thika, Kiambu County and is primarily
involved in growing and selling of coffee. It is heavily
exposed to international coffee prices which have
declined in the past. Eaagads shares are trading at
Ksh 20 with total shares issued at 32.16 million and a
market capitalization of 643.14 million.
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AGRICULTURAL SECTOR
The agricultural sector comprises of six subsectorsindustrial crops, food crops, horticulture, livestock,
fisheries and forestry. It employs factors of
production such as land, water and farmer institutions
cooperatives and associations.

UAE, Russia, Poland, Saudi Arabia, Nigeria, Somalia,
United States, Indonesia among others.
Support institutions in the Tea Industry include:

Tea Board of Kenya (TBK)
This is a government parastatal charged with the
overall function of regulating the tea industry. The
responsibilities of the board include: -

1) INDUSTRIAL/CASH CROPS
They main industrial crops are tea, coffee, sugarcane,
cotton, sunflower, pyrethrum, barley, tobacco, sisal,
coconut and bixa. These crops contribute about 17%
of the Agricultural Gross Domestic Product (AgGDP)
and 55% of the agricultural exports. Permanent
industrial crops being coffee, tea and sisal while the
rest being classified as temporary industrial crops.

Licensing of tea growing, manufacture & export;
Carrying out research through the Tea Research
Foundation (TRF);
Promoting the Kenyan tea trade worldwide.

Kenya Tea Development Agency (KTDA)

Tea

This is the main tea development agency responsible
for all small-scale tea growers in Kenya. It accounts
for almost 60% of Kenyan and 6% of global tea
production. Currently, it has 51 tea manufacturing
factories under its management. Each factory has a
capacity of processing about 3 million kg of tea per
year, with a total output capacity of about 156 million
kg per annum.

Tea is the leading foreign exchange earners in our
country. Primarily grown by smallholders with a
few large players in the market, the commodity
sustains about 10% of the country’s population.
Kenya accounts for approximately 10% of global
tea production and is the third largest black tea
producer in the world after China and India. Kenya is
the largest exporter of mostly black tea. The country
consumes approximately 5% of its production and
exports the rest. Much of the tea grown in Kenya is
processed using the crush, tear, curl (CTC) method,
making it suitable for use in blends popular in
most black-tea markets, including India, the United
Kingdom and North America. The production of new
tea varieties, especially green, purple and herbal
teas, is becoming more important in an increasingly
competitive market. Top export countries for Kenyan
tea include; Pakistan, Egypt, United Kingdom, Sudan,

Kenya Tea Growers Association
This is an organization of large-scale tea producers
in Kenya.
The principal functions of the association are: To promote issues of common interest in
cultivation, manufacture and marketing of tea;
To promote good industrial relations by
ensuring sound wage policies and good labour
relations.
13
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‘The value of marketed tea increased by 15.7% from 116.5 Billion in 2016 to 134.8Billion in 2017. Its production
however decreased from 473 thousand tonnes in 2016 to 439.8 thousand tonnes in 2017.The decrease in
production was attributed to drought experienced during 2017’. Economic Survey 2018.

Figure 1.1a: Tea production in ‘000 Tonnes
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Figure 1.1b: Tea Production Forecast
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Coffee

widely due to climate as well as socio-economic
factors. There are two distinct flowerings in each
year, shortly after the beginning of the rains in
March/April or October. In most districts the main
crop ripens from October to December. The early
crop often starts in May-July. Now, production stands
at about one million bags per year.

Coffee is one of the most important crops in the
Kenyan economy. This is attributed to its contribution
to foreign exchange earnings, farm income and
employment. It is also a source of livelihood,
particularly for small-scale producers, most of whom
live in the heavily populated agro-ecological zones.

Processing

There are many types of coffees in the world and the
main species are Arabica and Robusta. Arabica is a
high quality, mild coffee much favoured for blending.
Kenya produces Arabica coffee, which is a highquality yet mild coffee. It is grown on rich volcanic
soils, found mainly in the highlands between 1500
and 2100 metres. Kenyan Arabica is grown on rich
volcanic soils found in the highlands between 1400
to 2000 meters above sea level. Kenya produces
Arabica coffee, which is a high-quality yet mild
coffee. It is grown on rich volcanic soils, found mainly
in the highlands between 1500 and 2100 metres. It
is an established fact that Kenya grows the finest
Arabica coffee in the world.

Almost all Kenyan coffee is processed by a wet
method in order to ensure the best quality. Growers
pick only the red-ripe cherry. At the factory, the
cherries are sorted before processing and unripe,
overripe or diseased cherries removed. The cherries
are then pulped to remove the outer skin.
Fermentation process is then carried out to remove
the slimy sugary coating (mucilage) – which remain
on the beans. Fermentation of parchment should be
completed within 36 hours. The parchment is then
sun dried on drying tables where it is regularly turned
to obtain the bluish colour for which Kenya coffee is
famous.

Coffee ranks fourth in terms of foreign exchange
earnings, after tea, horticulture and tourism,
contributing about 20% of total export earnings.
Kenyan coffee is known for its high quality.

Drying the coffee is the last process on the farm.
When it is fully dried the coffee is bagged and ready
to be sent to the mills.

Kenya’s coffee production continues to be increasingly
smallholder dominated as large plantations,
especially in the growing areas that border urban
centers give way to housing developments.

Marketing:
Kenya has two coffee harvests in a year. The “fly” or
early crop that is harvested between September and
December, and the “main” or late crop is harvested
between March and July. Kenya produces mild
coffees with primary processing being undertaken
at either the communally/cooperative owned mills
that aggregate coffee from small-scale farmers or at
farmer-owned mills in large scale plantations.

Production
Coffee production goes through a systematic protocol
from seed to cup from nursery, farm, pulping, milling
and grading. Attention to detail guarantees that the
consumer only gets the best of our Kenya Coffee.

Secondary processing and post-farm logistics
such as transportation are largely undertaken by
contracted private sector service providers. Kenya’s
coffee farmers have an option of selling their coffee
directly to international buyers, or they can contract
and authorize their marketing agents to sell through
the Nairobi Coffee Exchange (NCE), a spot market
that has been in existence since early 1930s. Direct

Kenya coffee has been grown for over a century now,
since 1893 when it was first introduced in Kenya.
The total area under coffee is estimated at 160,000
hectares, about one third of which is the plantation
sector and the rests under small holder sector with
an estimated 700,000 growers.
The total annual production has been fluctuating
15
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sale contracts must be however be registered with
the Coffee Directorate of Kenya’s Agriculture and
Food Authority (AFA).

Carry out research through the Coffee Research
Foundation (C.R.F.);
Represent the government internationally, e.g.
in International Coffee Organization (ICO)

Consumption:

Make rules and formulate policies in consultation
with government and stakeholders;

Domestic coffee consumption in Kenya has remained
low at about three percent of the total production. The
low consumption is attributed to the predominant
tea drinking culture and non-affordability of coffee
due to low purchasing power for a majority of the
population. However, in the last one decade, coffee
drinking culture has been taking root especially
amongst the middle-income groups. Coffee houses
that are conveniently located in shopping malls have
been established and most are usually busy and well
patronized. Imported soluble coffees continue to
enjoy a stable, though modest, market. In the rural
areas, farmers’ cooperatives are beginning to set up
small scale roasting plants and coffee houses.

Arbitrate on disputes.

Trade:
Kenya produces less than one percent of the world’s
coffee, and her coffee is highly regarded for blending
and specialty markets. In addition, Kenya is the main
coffee logistics hub for Eastern Africa and all the
main international coffee traders are represented.
Exports shipments continue throughout the year,
in January to July for the main late crop and in
August to December for the early crop. GOK does
not impose tax on coffee exports from Kenya. The
main destinations for Kenya’s coffee exports are
indicated below. United States is the second most
important export destination for Kenyan coffee after
Germany. The GOK has stepped up its marketing and
promotional activities to attract more U.S. buyers
of Kenya coffee and Kenya was the “coffee portrait
country” at the Specialty Coffee Association of
America (SCAA) trade fair in Seattle, Washington in
April 2017.

Key institutions & organizations in the coffee
industry:

Coffee Board of Kenya (CBK)
This is a parastatal that regulates the coffee industry.
Specifically, its functions are to:
Promote coffee production, processing and
marketing,

Coffee production decreased by 11.5 per cent from
46.1 thousand tonnes in 2015/16 to 40.8. The value
of marketed coffee decreased marginally from Ksh
16.2 Billion to Ksh 16.0 billion in 2017. The decrease in
production was mainly attributed to adverse weather
conditions which affected flowering of coffee trees,
Coffee Berry Disease and Leaf Rust. (Economic
survey 2018)

Register and regulate growers, pulping
stations,
millers,
commission
agents,
marketing agents, buyers, brokers, roasters,
packers, warehousemen, nursery owners and
auctioneers;
Licence the players mentioned above;
Provide advisory services;
Maintain database on coffee;

16
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Figure 1.2a: Coffee production in ‘000 Tonnes

Coffee Production in '000 Tonnes from 2013-2017
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Figure 1.2b: Coffee Production Forecast for the next four years
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Challenges in the Coffee Sector

Erratic weather conditions.

The sector continues to grapple with other challenges
as discussed below

High incidences of pests and diseases;
Competition from other farm enterprises;

Increasing cost of labor and inputs. Increase in the
cost of inputs may be a disincentive to the farmers as
profits are reduced and they do not earn enough to
meet their daily obligations.

Poor governance of marketing cooperatives.
Programs that are aimed at opening up new
17
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Table 1.3: Production, Imports and Exports of
Sugar, 2013-2017

production areas and the rehabilitation of abandoned
farms continue to be implemented by both the
national and county governments.

‘000 Tonnes

Sugarcane
The total domestic sugarcane production declined
drastically from 639.7 thousand tonnes in 2016 to
376.1 thousand tonnes in 2017. This led to importation
of sugar in 2017 to bridge the sugar deficit in the
country. The value of marketed sugarcane reduced
by 16.9 % from 24.2 Billion to 20.1 Billion, this was
mainly due decrease in sugar production.

Year

Production

Imports

2013

600.2

238.0

0.1

2014

592.7

192.1

0.4

2015

635.7

247.4

0.1

2016

639.7

334.1

0.1

2017

376.1

989.6

0.4

Figure 1.3: Production and sugarcane imports in ‘000 Tonnes
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2. FOOD CROPS

2016
2017

Beans
2013

Figure 2.1a: Maize Production and Imports in ‘000 Tonnes from
2013-2017

2014
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2016
2017

Sugarcane production & imports from 2013-2017
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Millet
2013
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7.9
6.8
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8.1
9.4
2.1
2.3
2.0
1.3
1.5
1.7
1.9
2.1
1.3
1.6
1.4
1.4
1.1
0.6
0.6

M I LLIO N BAGS

2015

M I L L I ON BAG S

2014

40.7
39.0
42.5
37.8
35.4

M I L L I O N TO N N E S

2013

M I L L I O N BAG S

Maize production decreased by 6.3 per cent from 37.8 million bags in 2016
to 35.4 million bags in 2017 as shown in the above table. This was mainly
attributed to drought experienced in most parts of the country which
resulted in lower yields. Decline in production saw maize imports increase
to 1328 thousand tonnes which led to an even downward pressure on prices.

Maize

M I L L I ON BAGS

Food crops are classified into cereals (maize, wheat, sorghum, rice, millet);
pulses (beans, pigeon pea, cowpea, chickpea, green grams); and roots and
tubers (sweet potato, Irish potato, cassava, arrow root and yam). Food
crops contribute about 32% of our AgGDP and only 0.5% of our export
earnings with the major food crops being produced being maize, rice,
wheat, sorghum, potato, cassava and beans.

Table 2.1: Estimated
Production of Food
crops, 2013 – 2017

Source: Economic Survey 2018
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Figure 2.1b: Maize Forecast for the year 2018-2019
Maize Forecast
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However, production of beans increased by 16.0 per cent from 8.1 million bags in 2016 to 9.4 million bags in 2017
while production of sorghum increased by 23.1 per cent from 1.3 million bag to 1.6 million bags.

Figure 2.2: Forecast for Beans, Potatoes, Sorghum & Millet
Beans, Potatoes, Sorghum & Millet Forecast
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On the other hand, Wheat production reduced by 23.1% from 214.7 thousand tonnes in 2016 to 165.2 thousand
tonnes in 2017. This led to increase in wheat imports by 36.2 % from 1362.3 thousand tonnes in 2016.
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Table 2.3a: Production and Imports of Wheat 2013-2017
‘000 Tonnes
Year

Production

Imports

2013

194.5

1033.1

2014

228.9

1225.7

2015

238.6

1421.8

2016

214.7

1362.3

2017

165.2

1855.0

Source: Economic survey 2018.

Figure 2.3b: Wheat Forecast in ‘000 Tonnes for 2018-2021
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3. HORTICULTURE

Forecast

remarkably into a sophisticated business. Currently
it is the fastest growing agricultural sector ranked
third in terms of foreign exchange earnings from
exports after tourism and tea. Fruits, vegetable
and cut flower production are the main aspects of
horticultural production in Kenya, however herbs and
spices are being produced. Major fruits grown are
avocado, mango, passion fruit, pineapple, banana,
pawpaw, and water melon; while vegetable include;
tomatoes, kale, cabbage, onion, potato, French beans,
chillies, snow peas, sugar snaps, runner beans, baby
corn, garden peas and herbs and species.

The horticultural industry in Kenya has been very
successful in the past few years. This sector plays the
most important role in the national economy. It’s the
highest contributor of our AgGDP at about 33% and
38% of export earnings It offers the best alternative
for increased food self-sufficiency, food security,
improved nutrition, foreign exchange earnings and
ensuring the generation of sustainable incomes and
employment. Kenya has a long history of growing
horticultural crops for domestic and export markets.
Kenya’s ideal tropical and temperate climatic condition
makes it favourable for horticultural production and
development. The horticultural industry has grown

Supporting institutions & organizations in the
horticulture industry:
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Horticultural Crops Development Authority
(HCDA)

horticultural Council (KHC). The main objective of
the council will be to enhance effectiveness and
efficiency in resource utilization and service delivery
to the horticultural industry in the country.

This is a parastatal vested with the responsibility of
developing, promoting, coordinating and regulating
the horticultural industry in Kenya. It has cold rooms
and pack houses, transport trucks and pre-cooling
facilities for use by stakeholders, particularly smallscale growers.

Other institutions & organizations:

Kenya Plant Health Inspectorate Services
(KEPHIS)
This body is responsible for ensuring that producers
comply with the required sanitary and phytosanitary
standards for their agricultural produce destined for
domestic and export markets.

Kenya Flower Council (KFC)
The Kenya Flower Council is a private voluntary
association of independent growers and exporters
of cut-flowers and ornamentals. KFC was formed
to foster the responsible and safe production of
cut flowers in Kenya, while protecting the natural
environment and promoting the welfare of all farm
staff.

Pest Control Products Board (PCPB)
This statutory organization regulates the importation
and exportation, manufacture, distribution and use
of pest control products.

Its main role is to promote activities of its members
in development of quality assurance through
implementation of codes of practice that ensure
welfare and safety of employees, efficient pesticide
use, environmental concerns are discussed and dealt
with, standards, which Involves quality & quantity
are met.

Cut flowers account for more than 70% export
earnings in the horticulture sector. In 2017, the
volume of horticultural exports rose by 16.4% to
304.1 thousand tonnes.
Earnings from horticultural exports also increased by
13.6% to Ksh 115 Billion in 2017.

Fresh Produce Exporters Association (FPEAK)
Efforts are underway to harmonise the activities of
FPEAK and KFC under the umbrella of the Kenya

Table 3: Export Earnings from Horticultural Products from 2013-2017

Year
2013

Production
Volume
Value KSh
‘000
billion
Tonnes
105.6

Fruits
Volume
Value KSh
‘000
billion
Tonnes

Vegetables
Volume
Value KSh
‘000
billion
Tonnes

Total
Volume
Value KSh
‘000
billion
Tonnes

56.0

31.1

4.8

77.2

22.9

213.9

83.7

2014

114.8

59.9

35.1

5.4

70.3

18.8

220.2

84.1

2015

122.8

62.9

46.2

6.6

69.7

20.9

238.7

90.4

2016

133.7

70.8

48.7

7.3

78.8

23.4

261.2

101.5

2017

160.0

82.2

56.9

9.0

87.2

24.1

304.1

115.3

Source; Economic survey 2018

Export earnings from cut flowers grew by 16.1% to 82.2 Billion while those of fruits and vegetables also increased
by 23.3% and 3.0% respectively.
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Figure 3.1: Forecast for Cut Flowers in ‘000 Tonnes
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Figure 3.2: Fruits Forecast in ‘000 Tonnes
Fruits Forecast

100
90
80
FRUITS (’000 TONNES)

70

70.9

60

56.9

50
40
30

31.1

46.2

48.7

2015

2016

60.9

35.1

20
10
0

2013

2014

2017

YEAR

Value

Forecast

23

2018

2019

KENYA

The Real Economy

Figure 3.3: Vegetables forecast in ‘000 Tonnes
Vegetables Forecast
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The dairy cattle contribute more than 70% of the
total milk production. Dairy cattle are mainly kept in
medium- to high-rainfall areas. It is mainly practiced
in Rift Valley, Central, Eastern, Coast province and
Western parts of Kenya. The main dairy cattle breeds
are Ayrshire, Friesian, Guernsey, Jersey and their
cross-breeds.

Livestock subsector plays an important role in
economic and socio-cultural role amongst many
Kenyan communities contributing approximately 7%
of GDP, 17% of AgGDP.
It is a major user of products from animal feeds,
drugs, vaccines and equipment manufacturing
industries and is a major provider of raw materials for
agro-processing industries. Therefore, any economic
shocks in the sector will affect the supply chain.

a) Friesian Cow
Also known as Holstein, it is a black and white dairy
cow which originated from Netherlands. It has soft
and fine hair. A healthy Friesian calf weighing about
40kgs or more while a mature cow can weigh about
600-700kg. Friesian heifers can be breed at 15
months when they weigh about 360 kg. The normal
productive life of a Friesian cow is six years. The
average milk production of a Friesian cow is about
7800kg per lactation (30-40 litres of milk per day).
Friesian milk has low butter content. They are heavy
feeders thus their feed expense is relatively higher
than other cows. They are highly susceptible to
diseases, milk fever and high temperatures. Friesians
are dual purpose as they are important for both dairy
and beef production.

The major subsectors in this industry include dairy,
sheep, goats, camel, poultry, piggery.

Dairy industry
With Kenya being one of the largest milk producers in
Africa, many people in Kenya are now venturing into
commercial dairy farming as a business opportunity.
Large scale dairy farming accounts for 20% with
scale farmers accounting for 80% of the national milk
production. The dairy sector is responsible for up to
14% of the country’s agricultural Gross Domestic
Product(AgGDP) which is equivalent to about 6- 8%
of Kenya’s GDP.
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b) Ayrshire

d) Jersey Breed

It is an exotic breed from Scotland with white and
brown patches. A healthy Ayrshire cow can weigh
about 450-540kgs with an average milk production
of 30 litres daily. Her milk composition makes her
suitable for butter and cheese production. They
also have high feed requirements however her
adaptability to most climates makes her suitable for
dairy farming. They are not subject to excessive foot
and leg problems. Her major importance is dairy.

Their origin is from Jersey Island in England. They
have a light brown body colour which can also range
from grey to dull brown. An average jersey cow
weighs about 400kg making them the smallest dairy
breed. The have moderate milk production of about
20 litres daily. Their milk has high butter fat content.
They have low feed requirements and tend to be
docile hence easy to manage. They are adaptable to
extremes of hot or cold climate. They are mostly ideal
for dairy production.

c) Guernsey

In 2016 volume of marketed milk decreased from
648.3 million litres valued at Ksh 22.9 billion

It is brown in colour with pale patches. It is an exotic
breed from England with an average weight of about
450kg. Their milk production is moderate ranging
from 20-30 litres daily. Their milk has a high butter
fat content ideal for cheese production. Compared
to Friesian and Ashyire breeds they have lower
feed requirements, good grazing abilities, gentle
disposition hence they are highly cost efficient. Their
lack of any known undesirable genetic recessives and
adaptability to warm climate makes them attractive
for commercial dairy farming.

to 535.7 million liters valued at Ksh 20.9billion.
At current effective demand, the country is selfsufficient in milk production. The quantity of
processed milk and creameries also declined by
8.5%, with butter & ghee quantities declining by
22.0%. Cheese production however increased by
8.7% in 2017 from 311.2 tonnes in 2016.

Table 4: Quantity of Dairy products produced from 2013-2017
Quantity
Milk & Cream

Unit
Million litres

2013

2014

2015

2016

2017

406.7

419.6

437.9

448.6

410.6

Butter & Ghee Tonnes

1231.0

1444.5

1646.4

1444.9

1127.3

Cheese

267.4

265.7

302.9

311.2

338.3

Tonnes
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Figure 4.1a: Milk & creameries forecast in ‘000 Tonnes
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Figure 4.1b: Forecast for Cheese Production in ‘000 Tonnes for 2018-2021
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Figure 4.1c: Forecast for Butter and Ghee production in ‘000 Tonnes
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The major constraints in the dairy sector being; lack
of poor infrastructure for milk transportation

per cent from 2,460.2 thousand in 2016 to 2,590.0
thousand in 2017.

due to poor road networks, lack of appropriate cooling
and storage facilities, seasonality in production,
Inadequate quantity and quality feeds, poor access
to breeding, animal health and credit services,
Inadequate collection and marketing system, high
cost of Artificial Insemination (AI) services, and poor
quality animal husbandry and farming practices
amongst others.

Sheep and goats
Sheep and goats play a key role in pastoral
households’ food security and incomes due
to their short-generation intervals, high adaptability
and versatile feeding habits. The
country has an estimated 13 million goats and 10
million sheep. In 2017, the total number of goats
and sheep slaughtered increased by 12% to 9,206.7
thousand.

Beef industry
The beef cattle population is estimated to be more 9
million. The main beef species are East

Poultry

African Zebu, Boran, Sahiwal and cross-breeds.
On average, the country produces 320,000 tonnes
annually. However, beef production is affected by
variation in climate and animal diseases. In 2017 beef
production increased significantly due to drought
experienced during the year. The number of cattle
slaughtered in slaughterhouses increased by 5.3

Kenya has an estimated 28 million birds out of
which 76 per cent consist of free-ranging indigenous
chicken, while 22 per cent are commercial layers
and broilers. Other poultry species like duck, turkey,
pigeon, ostrich, guinea fowl and quail make up 2.2
per cent and are becoming increasingly important.
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Pigs

Blue Economy

Pig rearing in the country has become a relatively
well-established industry in African markets. It has
withstood periodic fluctuations common in the pig
industry, moving from large-scale to smallholder
farming. In 2017, the number of pigs slaughtered was
360.1 thousand.

The Blue Economy is a global emerging economic
frontier. In Kenya, the blue Economy represent a
huge opportunity and potential to achieve economic
growth and generate jobs. The concept recognizes
productivity of healthy freshwater and ocean
ecosystems is a pathway for freshwater aquatic
and maritime-based economies and promotes the
conservation, sustainable use, and management
of associated marine resources (UNECA, 2016).
In aquaculture, the approaches for actualizing the
aspirations embodied in the Blue economy concept
include; Cage culture (Ocean, Lakes, Dams, and
Rivers), Integrated RAS, Aquaponics/Greenhouse,
Pens, Breeding and restocking of commercially
important indigenous species and live fish markets.

Apiculture
Beekeeping (apiculture) is practiced in most parts of
Kenya, mainly in the Arid and Semi-arid land(ASALs).
º

Camels
Camel keeping is mainly practiced in the northern
parts of Kenya. The camel produces milk and meat
that generates income as well as serving as pack
animals. The KDB, estimates milk produced by
camels to be 971 million litres annually.

The blue economy contributes approximately US $1.5
trillion per annum globally. This accounts for 3% of
the global GDP. The economy creates approximately
350 million jobs in fishing, aquaculture, coastal and
marine tourism and research activities. Countries
in The Western Indian Ocean such as Mauritius,
Seychelles, Madagascar and Union of Comoros have
developed action plans as well as advanced policies
and institutional frameworks to support in exploiting
the blue economy. The estimated annual economic
value of goods and services in the marine and coastal
ecosystem of the Western Indian Ocean is estimated
to be US$ 22 billion, and Kenya’s share is only 20 per
cent, mainly from tourism, which means that a lot
more is required to realize the full benefits of the blue
economy.

Already, camel keeping has extended to the South
Rift region and is expected to extend to other parts of
the country in the coming decades.

5. FISHERIES
Kenya is diversifying its sources of economic growth
to achieve sustainable economic growth by pursuing
the blue economy. The blue economy includes
activities involving harvesting living resources such
as sea food and marine biotechnology, extraction of
non-living resources (seabed mining), and generation
of new resources (energy and fresh water). Kenya
has only focused on fisheries both for domestic and
export markets.

The establishment of the Department of Fisheries
and Blue Economy in the Ministry of Agriculture in
September 2016 marked the Kenya’s commitment to
the development of the blue economy. The Department
is mandated to steer development and guide policy
development and implementation on matters of blue
economy. Further, the Fisheries Management and
Development Act 2016 was enacted into law, and
this has seen the establishment of three authorities,
namely Kenya Fisheries Advisory Council, Kenya
Fisheries Service, and the Fish Marketing Authority.
The Act also stipulates establishment of the Fisheries
Research and Development Fund and the Fish Levy

Kenya has a maritime territory of 230,000 square
kilometers and a distance of 200 nautical miles
offshore, which is equivalent to 31 of the 47 counties
but accounts for only 0.5 per cent of the country’s
GDP. The sector generates employment for over
two million Kenyans through fishing, boat building,
equipment repair, fish processing, and other ancillary
activities.
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Trust Fund to support fisheries management in
a sustainable manner and implement obligations
under international law concerning fisheries.

sustainable aquaculture. In 2009 only 21 hatcheries
producing either African catfish or Nile tilapia
fingerlings existed. By June 2012 the hatcheries
number had increased to 147 in number in various
parts of the country but dropped to 127 by 2015 A
total of 96 million fingerlings weighing 2,867 MT
were produced in 2015.

Aquaculture
Kenya’s Vision 2030, together with other policy
frameworks recognizes aquaculture (fish farming)
as a source of food security, poverty reduction,
and employment creation. Aquaculture has grown
rapidly in Kenya over the last one decade and plays
an increasingly important role in national fish supply.
Freshwater fish account for close to 98% of Kenya’s
reported aquaculture production. Kenya is now
ranked 4th major producer of aquaculture in Africa.

Status of Fish Feed Production
One of the most pressing challenges in aquaculture is
the unavailability of efficient and inexpensive farmmade feeds for different stages of fish development
(Munguti et al., 2012). As mentioned previously, the
Kenyan government supported fish farming project
caused tremendous fish feed shortage. Due to the
increased demand for fish feed, unscrupulous dealers
took advantage to compromise the quality of fish
feed, prompting the government through the KMFRI
initiated efforts to establish fish feed standards in
Liaison with Kenya Bureau of Standards (KEBS). The
fish feed standards were created as part of the efforts
to streamline the aquaculture sector and ensure high
quality of fish feed in the market.

Main Freshwater Aquaculture Species
The main cultured species in Kenya’s freshwater
systems are Nile tilapia, which accounts for about
80% of production, followed by African catfish,
contributing about 14% of aquaculture production.
These species are found in virtually all aquatic
systems and have high demand in the local and
regional markets. Polyculture of Nile tilapia and
African catfish is often done to control the prolific
breeding of the former. Other exotic species include
common carp (4%), rainbow trout (2%), koi carp,
largemouth bass and goldfish Trout is temperature
restricted thus only cultured at temperatures below
19°C mainly in the Mt. Kenya region. Potential
indigenous candidates for aquaculture include
African Carps, Lungfish and Tilapia jipe. There are
great opportunities in ornamental fish culture for
they can be marketed within the East African region
and in Europe.

Mari culture Species
The most commonly farmed finfish species
is milkfish, which accounts for about 90% of
production, followed by mullet contributing about
10% of aquaculture production. Juveniles of these
species are found in the mangrove systems and are
having a lot of demand due to more communities
interested in Mari culture. Shellfish culture in coastal
Kenya has mainly been the culture of Mud Crabs,
Prawns, and Artemia. The experimental oyster
culture was carried at gazi and Funzi bays of South
Coast but were not sustainable due to lack of market
linkages despite successful cultures. Other species
found incidentally in the ponds are silver pompano
indicating that potential for culture in ponds is high.

Status and Trends of Seed Production in
Hatcheries
The rapid growth of aquaculture in many parts of
Kenya has necessitated a high demand of quality
fish seed for the commonly cultured species; African
catfish and Nile tilapia. Despite sensitization on the
need to have quality brooders, some farmers still use
fish stocks which are genetically similar or inferior to
wild or undomesticated stocks due to unavailability
of quality seed. Nevertheless, the availability of
quality fish seed is still a major prerequisite for

Aquaculture production systems and practices
Aquaculture can be categorized by the method of
cultivation. Aquaculture systems can be divided into
three categories, namely extensive, semi intensive
and intensive, each with unique characteristics.
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Kenya is predominantly based on semi-intensive
culture systems mainly using ponds to culture
fish. However, new farmer’s joining fish farming
have invested heavily in intensive fish farming
technologies e.g. cage culture, recirculating culture
systems and aquaponics, however, still at infancy
stage. Pond culture is the most widely used
production system in Kenya. Both earthen and liner
ponds are used by farmers in the country (Plate 3).
Other culture systems include cages, recirculating
systems, tanks and integrated systems. Earthen
ponds are the most popular system used by farmers
in Kenya. The common pond size is 300 m2 with
the depth varying from 45 cm to 110 cm in order to
maximize light penetration for benthic natural food
production.

Currently, the per capita annual fish consumption in
Kenya is estimated at 4.5 kg/capita/year.

Growth of the Sector
In the current financial year 2017/18, the government
in partnership with World Bank targets to invest Ksh10
billion in marine fisheries through a project focusing
on improving the livelihood of the people living along
the coast. Moreover, the government has set aside
Kshs 100 million to kick-start operationalizing a fish
laboratory in Mombasa to ensure high quality fish
and fish products for export market.
To spur growth of the blue economy, the government
also proposes to allow a 150 per cent investment
deduction allowance for capital expenditures in the
sector, exempt from VAT packaging materials and
other inputs intended to support primary, secondary
and ancillary marine fisheries and fish processing,
and reduce by 50 per cent port charges for fisheries
vessels. Further, a total of Kshs 0.4 billion has been
allocated for development of designated fish ports at
the coast to facilitate the landing of the catch by deep
sea fishing vessels, and Kshs 0.3 billion set aside for
aquaculture technology.

Opportunities for Aquaculture
Kenya has a significant potential for development of
a commercial aquaculture industry, one which could
produce critical volumes of fish to fill the growing gap
in national fish supply as wild fish catches continue
to decline, the population grows and demand for raw
material for value addition continues. The country has
fast growing fish species (Nile tilapia, African catfish),
extensive freshwater resources suitable for the cage,
pond and tank-based aquaculture systems and its
agriculture and fisheries sectors produces most of
the raw materials needed for locally made fish feeds.
Local and regional market potential is also huge with
growing populations and declining wild fish catches.
The Kenya population is used to eating fish, and it is
strategically placed in the EAC Region for regional
exports. Kenya also has a highly developed fish
processing sector and quality assurance laboratories
that until now have been focused on the export of Nile
perch products to Europe. A productive commercial
aquaculture industry could supply a new source of
high-quality raw material for ‘added value’ products
for local, regional and international markets. Kenya
is food insecure requiring imports of various food
commodities and does not export any aquaculture
products. The per capita annual consumption of fish
in Kenya 2009 was 5 Kg/capita/year compared to
the world average of 18.6 Kg/capita/ year in 2010.

Challenges in the sector
At global level, the challenges include, but not limited
to, climate change particularly ocean acidification,
sea surface temperature change, sea level rise
and increased intensity of storms; inadequate
human and technical capacity; and financial
constraints particularly in shipping and transport
that are capital-intensive. Furthermore, coastal
environmental pollution from land-based and
marine activities, unsustainable fishing practices,
marine invasion species, habitat destruction from
coastal development and extractive industries, poor
governance and overfishing overseas remain key
challenges facing countries exploiting potential of
blue economy.
At a national level, Kenya is confronted with piracy in
the Indian Ocean, illegal fishing and border disputes,
specifically its dispute with Somali over maritime
boundary. The dispute is on a potentially lucrative
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triangular stretch of 100,000 square kilometers
offshore territory that is about 370 kilometers from
the coastline, believed to be home to huge oil and gas
deposits.

most effective sinks of greenhouse gases that cause
climate change.
In addition, sustainable forest management promotes
social resilience through diversification of revenue
sources and product supplies, and capacity building
of the relevant institutions. Forests are also known to
play a key role as wind arresters, thereby cushioning
both built and natural infrastructure, including
agricultural crops, from any related damage.

6. FORESTRY
Kenya is endowed with a wide range of forest
ecosystems ranging from montane rainforests,
savannah woodlands, dry forests, coastal forests and
mangroves1. Forests play critical ecological, social,
cultural, and economic functions. They are crucial in
providing basic human needs and habitat for wildlife,
biodiversity and soil conservation, regulating water
flows and sequestering carbon dioxide.

The continued depletion of the country’s forests
will, in the medium to longer terms, exacerbate
the country’s water insecurity, which will impact
adversely on national productivity. In the 10-year
period of 2000-2010, for example, deforestation
in country’s water towers was estimated at 50,000
hectares, translating to a depletion rate of about 5,000
hectares per annum. This translates to a reduction in
water availability of approximately 62 million cubic
meters per year, with a consequent yearly loss to
the economy of over USD 19 million. This has the
potential to rollback steps towards the attainment of
Vision 2030 and the Government’s Big Four Agenda
of food and nutritional security, affordable and decent
housing, universal healthcare and manufacturing.
The problem is further exacerbated by the population
explosion

Sustainable forest management is at the very core
of Kenya’s social and economic wellbeing as most of
the country’s economic sectors rely on environmentbased resources for their sustenance. Further, the
forest sector is estimated to contribute about 7
billion Kenya Shillings to the economy and employ
over 50,000 people directly and another 300,000
indirectly. Forest ecosystems also enhance landscape
resilience to climate change. In the country’s water
towers, for example, forests and trees provide
environmental services that include water quality
and quantity, reduction of soil erosion, and creation
of micro-climatic conditions that maintain and/
or improve productivity. From a climate change
perspective, forests are known to be among the

Table 7.1: Recorded Marketed Agricultural Production at Current Prices, 2013-2017
KSh Million

CEREALS
2013

2014

2015

2016

2017*

Maize

10,121.1

9, 604.4

8, 506.0

7, 891.2

8, 478.7

Wheat

6, 926.1

7, 618.0

8, 198.2

8, 028.1

5, 283.1

Others

7, 555.3

7, 720.8

7, 488.5

7, 266.2

5, 965.1

24,602.6

24,943.2

24,192.7

23,185.4

19,726.9

Total
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HORTICULTURE
2013

2014

2015

2016

2017*

Cut flowers

55,975.7

59,893.1

62,937.5

70,829.5

82,248.9

Vegetables

22,923.3

18,780.6

20,939.5

23,366.8

24,064.6

Fruits

4, 482.5

5, 410.6

6, 561.8

7, 317.3

9, 009.3

Total

83,381.5

84,084.3

90,438.8

101,513.5

115,322.8

2013

2014

2015

2016

2017*

Sugar-cane

24,583.4

20,294.5

22,397.1

24,221.3

20,133.8

Pyrethrum

52.6

61.1

51.0

37.9

26.5

952.7

1,438.9

1,516.8

1,470.4

1,689.7

25,588.7

21,794.5

23,964.9

25,729.6

21,850.0

2013

2014

2015

2016

2017*

10,910.2

16,634.4

12,074.7

16,192.3

16,037.1

Tea

94,722.0

84,854.6

118,391.2

116,547.3

134,826.0

Sisal

2,810.8

2,944.8

3,595.0

4,729.6

3,557.8

Total

108,443.0

104,433.7

134,060.8

137,469.1

154,420.9

TOTAL CROPS

242,015.7

235,255.7

272,657.3

287,897.7

311,320.6

INDUSTRIAL CROPS

Others
Total

PERMANENT CROPS
Coffee

LIVESTOCK AND PRODUCTS
2013

2014

2015

2016

2017*

Cattle & Calves

58,237.0

59,272.8

66,216.7

84,701.2

93,630.2

Goats & Sheep

7,531.

4,249.8

4,854.7

5,767.4

6,782.4

Milk

16,213.0

18,785.0

21,205.4

23,020.1

20,878.2

Chicken & eggs

7,086.4

7,440.7

6,005.9

8,788.4

10,674.8

Others
Total
GRAND TOTAL

5,004.8

2,124.7

2,562.1

3,124.9

3,634.9

94,072.9

91,873.0

100,844.7

125,401.9

135,600.5

336,088.7

327,128.7

373,502.1

413,299.6

446,921.2

Source; Economic Survey, 2018
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Overall marketed production increased by 8.2 per
cent from KSh 413.2 billion in 2016 to KSh 446.9
billion in 2017 with marketed crops accounting for
69.7 per cent of the overall marketed agricultural
production as shown in the above table. The value of
horticulture exports increased by 13.6 per cent from
KSh 101.5 billion in 2016 to KSh 115.3 billion in 2017.
Cut flowers accounted for more than 70% of the value
of horticulture exports. Earnings from marketed
maize increased from KSh 7.9 billion in 2016 to KSh
8.5 billion in 2017. Similarly, the value of marketed
tea increased by 15.7 per cent from KSh 116.5 billion
in 2016 to KSh 134.8 billion in 2017. Even though

volumes of marketed maize and tea decreased, the
higher prices offered more than the offset effect
of lower volumes marketed. A drastic reduction in
sugarcane production resulted in a 16.9 per cent
decline in the value of marketed sugarcane from
KSh 24.2 billion in 2016 to KSh 20.1 billion in 2017. In
addition, the value of marketed coffee decreased from
KSh 16.2 billion in 2016 to KSh 16.0 billion in 2017.
Improved prices offered for sugarcane and coffee
did not counterbalance the diminishing effect of the
reduced marketed volumes for the crops during the
period. The value of marketed wheat declined from
KSh 8.0 billion in 2016 to KSh 5.3 billion in 2017.

Table 7.2: Volume and Price Indices of Recorded Sales of Agricultural Production, 2013 - 2017
Base: 2001=100

QUANTUM INDICES
2013*

2014

2015

2016

2017*

Cereals

98.7

100.4

103.5

95.8

73.0

Temporary Industrial Crops

160.9

157.9

165.9

172.4

116.9

Horticulture

230.7

237.6

251.8

277.1

323.8

Permanent Crops

135.4

140.1

123.9

146.6

136.0

TOTAL CROPS

145.7

146.4

143.5

160.3

158.7

Livestock and Products

262.5

263.3

293.5

328.2

308.3

TOTAL

201.6

203.5

216.8

242.3

230.1

PRICE INDICES
2013*

2014

2015

2016

2017*

Cereals

224.1

228.6

209.3

213.4

255.6

Temporary Industrial Crops

179.5

161.3

159.7

169.7

210.9

Horticulture

151.3

146.3

148.9

151.7

146.6

Permanent Crops

179.7

174.4

243.2

216.9

261.9

TOTAL CROPS

166.7

163.0

197.9

184.1

245.5

Livestock and Products

279.5

297.5

298.3

321.7

331.2

TOTAL

212.9

228.7

246.9

252.2

272.9

Source; Economic Survey, 2018
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The quantum index for cereals declined from
95.8 in 2016 to 73.0 in 2017 concurrently with the
observed decline in overall production. The drought
experienced during the year tied with the fall army
worm infestation in some areas lead to lower
production of maize which led to decreased volumes
of marketed maize. However, the price index for
cereals increased from 213.4 in 2016 to 255.6 in 2017.
The increase was mainly attributed to the reduced
supply of the commodity in the market. Maize
imports increased from 149 thousand tonnes in
2016 to 1,328 thousand tonnes in 2017. Additionally,
rice imports increased by 23.1 per cent from 508.0
thousand tonnes in 2016 to 625.1 thousand tonnes
in 2017. The quantum index for temporary industrial

crops declined from 172.4 in 2016 to 116.9 in 2017. This
was mainly due to the sharp decline in sugar cane
production caused by shortage of mature sugarcane.
Improved prices offered for sugarcane led to the price
index for temporary industrial crops rising from 169.7
in 2016 to 210.9 in 2017.
The quantum index for permanent crops dropped
from 146.6 in 2016 to 136.0 in 2017. This is consistent
with decreased marketed volumes of coffee and tea.
The decline in the volume of marketed tea was mostly
as a result of dry weather conditions in 2017. The
price index for permanent crops however, increased
from 216.9 in 2016 to 261.9 in 2017 due to improved
prices offered for marketed coffee and tea

Table 7.3: Average Gross Commodity Prices paid to Farmers, 2013 - 2017
KSh per Unit
Unit

2013

2014

2015

2016

2017*

Coffee

100Kg

28,409.58

39,185.89

37,480.02

40,815.54

47,547.71

Tea

100Kg

21,903.43

19,063.96

29,656.27

24,732.35

30,652.18

Sisal

100 Kg

10,817.84

11,122.13

16,924.71

19,463.35

16,121.73

Sugar-cane

Tonne

3,685.00

3,133.00

3,125.00

3,386.81

4,237.25

Pyrethrum

Kg

12,626.17

16,871.76

12,570.82

12,906.70

12,625.00

Seed Cotton

100 Kg

4,200.00

4,200.00

4,200.00

4,200.00

4,600.00

Maize

100 Kg

3,133.16

3,318.49

2,870.08

2,968.80

3,987.33

Wheat

100 Kg

3,744.85

3,495.34

3,561.62

3,718.40

3,197.99

Beef (third
grade)

100 Kg

26,000.00

27,500.00

30,510.49

35,904.54

38,090.90

Pig meat

100 Kg

18,427.38

20,268.93

21,266.71

22,666.04

23,172.37

Milk

100 Litres

3,100.00

3,470.00

3,443.00

3,543.00

3,897.30

Source: Economic Survey 2018

The above table shows the average gross commodity
prices paid to farmers for various commodities from
2013 to 2017. Tea prices increased by 23.9 per cent
to KSh 30,652.18 per 100 kilogram in 2017. Coffee
prices paid to farmers also increased by 16.5 per cent

from KSh 40,815.54 per 100 kilogram in 2016 to KSh
47,547.71 per 100 kilogram in 2017. Favorable prices
were also realized for maize, sugarcane, milk, beef
and pork.
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OPPORTUNITIES
Many opportunities exist that can be exploited to
build a dynamic agricultural sector.

form. Thus, the country loses billions in earnings by
not adding value to its produce. Potential for adding
value to products such as tea, coffee, pyrethrum,
hides and skins, milk and beef, fruits and vegetables
remains largely untapped.

Plenty of Labour
Kenya is endowed with a high youth population.
Mobilisation of youth into agriculture provides
potential for innovation and increased productivity
in Agriculture which can be used to change the face
of agriculture. The youth can be trained develop new
and relevant technologies, and to create and expand
agribusinesses.

Especially in the Dairy Sector, Kenya offers attractive
market opportunity for dairy processing. Demand
for processed milk is increasing and is expected to
increase at 15 percent per year according to Kenya
Agribusiness and Agroindustry Alliance. Although
most of the milk sold in Kenya is in its’ raw form
opportunities exist to add more value. While
fresh whole milk is the most consumed in Kenya
opportunities exist for sophisticated value addition
to process raw milk into butter, powdered milk,
yoghurt, cheese and paneer. This will enable farmers
to earn higher profit margins however they require
significant investment in technology and machinery.

Expansive Markets
Kenya is uniquely placed to take advantage of
expanding domestic, regional and international
markets. Due to the diverse agro-ecology, the
country has the capacity to produce a wide range of
temperate, tropical and subtropical products. Large
and expanding markets for products like beef and
dairy, tea, coffee, avocado and flowers exist. Global
demand for horticultural products, emerging
livestock and emerging crops such as assorted
resins, grapes, essential oils, and aloe remain
underexploited. Vast opportunities are opening up
in the production of biofuels from sugar cane, maize,
millet, sorghum, and other oil-bearing seeds.

Huge irrigation potential
According to MOALF, Kenya’s irrigation potential
is estimated at 540,000 ha of which only about
105,000 ha is exploited. The potential for exploiting
irrigation can be expanded by more 1 million ha by
expanding Tana and Athi River basins. Lake Victoria
has a 253-km shoreline in Kenya that is basically
unexploited despite the huge irrigation potential.

Agro-Processing

Potential to increase Agricultural production.

Value addition includes processing, branding, quality
certification
and accreditation, in addition to
farm-level quality improvements that the market
values. It is estimated that more 91 per cent of total
agricultural exports are in raw or semi-processed

Little effort has been put to increasing production
of agricultural commodities in Kenya. Agricultural
productivity can be increased multiple times through
improved use of unused land in traditional farming
areas, as well as irrigated agriculture. The immense
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livestock potential in the arid and semi-arid areas
that
cover more than 80 % of the country remains
untapped as well as the fisheries potential in most
parts of the country.

of the available cropland remains under-used with
smallholders using 60% or less of their land for
agricultural production. Proper utilisation of land will
increase agricultural production, improve incomes
thus improve lifestyle for Kenyan farmers.

Improved Yields

Inefficient Markets.

Yields in crops and livestock sectors are far below
their ideal capacity. Yields of maize, sugar and dairy
are estimated to be one-tenth of global potential
yet Kenya is an agricultural economy. Increasing
the national average yields of major crop and
livestock production systems in the country is easily
achievable.

The productivity of the agricultural sector is limited
by inefficiencies in the supply chain resulting from
limited storage capacity especially in the dairy
industry lack of coolers has been a major issue for
farmers, lack of post-harvest services and poor
access to input markets.

Major Challenges Facing the
Agricultural Sector

Limited capital and access to affordable credit
Farming is considered extremely risky by the formal
banking sector who give farming little attention.
Without adequate credit farmers are constrained to
finance inputs and capital investment. A number of
microfinance institutions are operating but they tend
to charge a higher the cost of credit, this limits a lot
of farmers. The formal banking system are recently
developing credit facilities suited for small-scale
farming.

Low Productivity
Productivity levels of many agricultural products
are way below their optimum, for some products the
yield and value over the years have either remained
constant or have declined. This has been the case
for sugarcane, maize coffee and tea. Similarly, the
production levels for fish and livestock products
is below desired levels. Forest cover and tree
productivity have been continuously on the decline
due to encroachment and construction of buildings
on riparian land.

Incoherent land policy
Lack of comprehensive land policy covering land use
and administration, tenure and security, and delivery
systems of land. It has resulted in low investment
in land development, underutilization of productive
land

Limited Value addition
In agriculture, value addition determines the
competitiveness of a country’s produce in
international markets. Nevertheless, Kenyan farmers
have been exporting semi-processed and even raw
products which accounts for approximately 90% of
total agriculture-related exports. The limited ability
to process agricultural products combined with
high variable costs make exports less competitive in
international markets.

Inadequate infrastructure
Poor infrastructure especially in rural areas have led
to high transportation costs for agricultural inputs
and products. This has reduced farmers’ ability
to compete especially in international markets. In
addition, electricity in rural areas is often not available
or is expensive, leading to reduced investment
especially in cold storage facilities e.g. milk coolers
for dairy farmers, irrigation and processing of farm
produce.

Unexploited Land
Land in the high- and medium-potential areas as
well as in arid and semiarid lands (ASALs) remains
under-exploited for agricultural production. Much
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Insufficient water

drivers of improving income to farmers, creation of
jobs especially in rural areas and provision of safe
nutritious food.

Climate change pollution, deforestation and
disruption of ecosystems have contributed to drought
in major parts of the country and throughout the
world. Water harvesting and storage infrastructure
need to be expanded to store excess water for
livestock watering points, irrigated agriculture and
fish
farming.

Digital Agriculture
This will be a key enabler in increasing agricultural
production. Use of mobile phones, interactive radio,
video and internet will enable farmers access location
specific, timely recommendations to contribute to
gathering large-scale data sets on performance of
agricultural varieties, planting dates etc.

Recommendations in the Agriculture
Sector
Innovative technologies to increase crop value,
post-harvest losses and Improve food safety.

Micro irrigation for Farmers
And technologies Many farmers are trapped in
poverty and food insecurity due to low cropping
intensity and productivity caused by lack of water.
Irrigation is key for increasing crop yields and
diversification of cropping systems.

Most of the food crops, dairy products and
horticultural products are highly perishable.
Provision of milk coolers, refrigeration facilities for
horticultural farmers will increase their incomes and
maintain micronutrients for all consumers.

This irrigation system delivers water, nutrients
and other inputs to root zones, resulting in high
yields. This will improve food security, increase
incomes, reduce poverty and increase local business
opportunities.

Increase Provision of credit facilities to farmers
from Bank and Micro finance institutions.
Low cost of credit to farmers will increase their
production, allow them to access innovative
technology and farm inputs they need.

Improved models for Agricultural extension
The essence of good agricultural extension is
acceleration transfer of knowledge and technologies
to farmers, improving their access to markets and
information, facilitating their interaction with service
providers, assisting them to develop technical and
management practices.

New Business models for smallholder
farming and Marketing
Traditional agriculture will be supplemented with
outsourcing of farming operations, formation of
agribusiness enterprises and contract farming. Value
chains of major agricultural products will be more
integrated as producers and consumers demand
more information and control on food production.
Structural and value chain transformations are key

New productive crop varieties
Farmers should be encouraged to grow new
productive crops to increase yield and their incomes.
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