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"The laws concerning corn mey everywhere be compared to the laws
concerning religion. The people feel themselves so much interested in
what relates either to their subsistence in this life, or to their
heppiness in a life to come, that their govermments must yield to their
prejudices « . « . It is upon this account, perhaps, that we so seldom
find a reasonable system established with regard to either of these two

capital objects®. Adem Smith 1776.

Broadly speaking, there are two basic issues affecting maize produc-
tion and distribution in Kenya. The first one relates to the oifficial
policy of the Gov rmment, and this is that Kenya should be self-sufficient
in maize production. The Government has never felt it necessary even to
examine the desirability or otherwise of this policy: in fact over the
years the Justification for such a policy has been teken for granted since
Kenya is an egricultural country and masize is the staple food of the
majority of the population in the country. In 1957 it was asserted, inter
alia: " . . . « Purther it would be fundamentally bad policy for a country
such as Kenya, with an econouy based on agriculture;, to rely on importing
a staple food from overseas” {2). Similarly the 1964-70 Development Plan
states that "Maize is the staple focd in Kenys and it is important that the

whole of the country's requirements should be produced internally™ (3)

The second issue arises out of the operation of the institutions
through which the Government has attempted to implement the policy of self-
sufficiency. The first serious attenpt to impose controls over the distri-
bution of maize dates from 1942 wvhen the Maize Gontrol was brought into
existence with a monopoly over the purchase of maize in the country. This
was replaced in 1959 by the Maize ll:rketing Board with similar powers over
the disposal of maize in the country. It had exclusive powers over the-import
and export’ of maize; the movement of maize between distPicts in Kenya had %o
be authorized by the Board, and all maize millers had to be registered with

it. This Board has now bzen amalgamated.with the Agricultural Produce
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It must be pointed out that some of the shortcomings of the Maize
Mark:ting Board are inherent in any attempt to implement a policy of self-
sufficiency. It has, for instance, been my contention that, questions of
principle apart, a policy of self-sufficiency in maize production would be
very difficult to implement (4). The difficulty of implementing such a
policy arises mainly from the lack of information regarding maize produc-
tion in the former non-scheduled areas which normally contribute 95% of
total production. The Commission itself confirms this, and its findings
in this respect are extremely illuminating. It starts off chapter 2 en-
titled: The Shortage of Statistics' by stating that "If adequate statistics
had been available many of the events which gave rise to the appointment
of this Commission mizht never have happened™. They go on to quote ..

Mr. A.T. Brough, Chief Statistician in the lfiniztry of Economic Plamning

and Development which reads: A full and adequate consideration of the maize
oroblem. in Kenys is impossible because of the lack of statistical data
relating to particular aspects". Mr. Brough specifically pointed out in his
evidence that the Maize Marketing Board "is not sc organized as to make an

adequate assessment".

It is no little disappointment, therefore that the Commission did not
use an opportunity to point out that it was not practicable to pursue a
policy of self-sufficiency successfully, and therefore that the pros end

cons of that policy ought to be examined.

It is important to stress that this aspect of the Board's '"inefficiency"
is independent of the integrity or otherwise of the particular individuals
responsible for the Board's activities. The Commission's report reveals
that there has been a lack of integrity on the part of certain highly placed
officials connected with the Board, and in addition reveals serious limita-
tions on decision-meking within the machinery of govermment in dealing with
the last maize crisis. The Commission deserves lots of congratulations for
its = candour and peinsteking efforts to piece together this information.

In this respect it is a historic landmark for the countries of East Africa.
It should act as a warning to enthusiasts of control measures, fond . of
suggesting that every drawback of underdevelopment could be cured overnight
if only enough cecntrol bodies were set up. These not only divert skilled
manpower from where they are needed most but their operaticn where nepotism
and corruption are widespread is subject to serious constraints.. The
memorandum submitted by the Kenya Police +to the Commission. for instance,
states: "More instructions have been sent from police headguarters to officers
in the field concerning offences under this Act (the Maize Marketing Act)
than in connection with any other type of crime . . . ." (Appendix E). In
addition the Board employs its own investigation staff to check some crimes
cormitted under the Act. This looks like an extravagont use of skilled

manpower which perhaps could be utilised more efficiently elsewhere in the

-

economy .



The Policy of Self-sufficiency

Since 1942 there have been seven full-scale enquiries into the produc-
tion and distribution of maize in Kenya.- that is roughly an average of one
enquiry every oy years. None of these enquiries, however, has ever been
given the vital job of analysing and advising the Government on the advantages
and disadvanteges of self-sufficiency in maize productions: in almost all
cases the terns of reference have been framed in such a manner that self-
sufficiency wes teken as a basic policy on which the commissioners'! views

were not needed.®

Not one economist would be oppoused to a pulicy of self-sufficiency for
its own sake; what he has a right to demend is that the economic implica-
tions of any such policy be spelled out in full and compared to some other
alternative policy. On the other hand stating such a policy as an axiomatic
truth implies that the Governmen: is committed to sslf-sufficiency whatever
the cost to society. One hopes ithet this is mot whet is intendcd in the

case of Kenya.

It must be pointed out thet in times of war or military blockade a
policy of self-sufficiency commends itself automatically because there
are no alternciive sources of supply, and starvation woull be the lot of
many unless food supplies were procured internally. In normal times, how-
every; alternaitive sources of supply exist, and so it is important to weigh

the cost and benefits to society of each alternative.

Arguments relating tuv self-sufficiency relating to a staple foodstuff
did not, of course, orginate in femya. In the First half of the nineteenth
century there was a raging debate in Great Britain over the provisions of
the Corn Laws which protected British farmers from competition of the new
lands in the JAmericas and Auctrslia. In this debste it was emphasized that
protection acted sgainast the intcrests of the townspeople, and in favour
of the landlords and formers. <£n eminent economist of this period, David
Ricardo 2lso vointed out that tle high wages which had to be paid to labour
because of the high cost of food militated against profits, and therefore
against inveciment. He was comiinced about the ill-effects of the Corn
Laws that he went so far as stacing that: "the interest of the landlord

is elways opyposed to the interest of every other class in the community*(5)

* The terms of reference of the 1956 Commigsion were, however, sufficicntly
vague 1o varrant an expression of views on this point, as no basic policy
was stipul:sed therein. Unfortunately this was not attempted, and as one
reads the Report one gets the impression that the Commissioners were re-
guired to teke this policy for granted. They cven went so far as to endorg:
it in parzgraph 267 without heving examined some of its most serious dis-
advantages.
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The Corn ILuws were subssguently abolised in 1846. anid .acute femine con-—
ditions in Irelsnd occasioned by the fallure of the potato crop. This
abolition did not doom British agriculture to disaster as some pessimists
had feared: for many farmers there was a switch of resources from wheat
oroduction to a new type of ferming which subsequently came to be called
'high farming!. This type of agriculture was more specialised in the pro-
duction of horticultural and vegetable products for the rapidly expanding

London markedt.

Subsequent events have also shown that the rapid rate at which Britain
increased her manufacturing sector was in no small measure due to her free
trade policy, and the abolition of the Corn Laws was a major act under-
lying this policy. In the second half of the century Britain stood out as
the champion of free trade,and she was able to obtairn concessions in other
countries for her manufactured cxnorts.Neverthelesseven industrialists and
traders had been opposed to the Corn Laws: in 1838 manufacturers and mer-
chants in Manchester formed an Anti-Corn Deague because of the difficulty
they were experiencing in selling their textiles to the Continent of Europe

since there was protection against the Continent's coxrn in Britain.

While these historical events may not be applicable to Kenya in their
entirety, they nevertheless contein important lessons to be taken seriously
There is very strong evidence to suggest that the farmers in the foimer
scheduled areas supported the policy to self-sufficiency because it was in
their pecuniary interczt. They even got the Govermment to get committed
to such a policy as a basic policy without further analysis of the facts
although this policy does not serve the interests of the majority of the
population of Kenya. It does not sceim o be realised that commitment to a

policy of self-sufficiency is not the only means of cnsuring food supplies

[&]

to the African population althougih it is definitely the most expensive way
of doing so. Highly-placed officials of the Maize Marketing Board such as

a former Generel Mansger have categorically stated that protection was needed
in Kenya because the importation of cheap maize from Uganda would kill the
industry in Kerya (6). He was primarily concerned with the industry in the
large-farm sec or where farm:rs eculd in fact switch to other vnroducts such
as wheat, and lir. MacArthur has given evidence to the effect that this is

being done (Appendix D of the Report).

High prices of maize have adversely affected the development of “the" -
pig industry - pig producers have -to go through a process of red-tape be-
fore obtaining their maize at lower prices. Somé plantation owners have
been forced o cultivate small plots of maize on the side in order to Teed
their lebour force on lend which is only marginally suitable for meize pro-
.

ductone The high price of maize must slso act as a deterrent Tor African

Tarmers to specialize on the production of cash crops: they feel more secure



if they have a plot of malze in the backyard The consumers in the tovms
also suffer from these high prices. It is in fact difficult to avoid the
conclusion that the only beneficiaries of the policy are a small group in
the large-farm sector. ®Even the 1966 Commission admitted that meize could
be imported more cheaply from Tanzenia an’ Ugsnda than could be produced

at home,

Another lesson %o be learnt from the experience of Britain is that
Kenya's meize policy must contribute to the hardening of attitudes in East
Africa when trade metters zre being discussed. When famine conditions are
threatening Kenya rushes to Uganda and Tenzonia to buy some maize, but at.
other times this trede iz not enccuraged, Since Kenya has a large favour—
avle trade balance with both Ugsnda and Tanzania it would have been in her
ovn interest to encourage imnorts from the other two countries to reduce
this imbalance. It ie not in the interests of industrialists in Kenya that
maize imports from Usgenda and Tanzania sre resivricted. The removal of these
restrictions would not only benefit the Kenya consumers, but would also

1.

constitute a gesture in the right direction.

Implementation of Seli-sufficicncy

The second basic issus concerning maize in Kenya is that the policy
of self-sufficicncy is impossible to implement successfully under present
conditions. One agpzct of this is pretty oovvious: serious shortages of
maize still ocecur in tne country. The 1956 Commigssion stated that short-
ages occur every rour to iive years (commissions of enauiry take place even

more frequently).

It has also been pointed out at the veginning of this article thet
¥enya authorities ave coavinced that the kind of information necessary to
enable the Maize larleeting Board to run a policy of self-sufficisency at
all adequately is not available. This policy cannot be carried out at all

adequately unless informetion cbout the future demand and supply of maige

and close substitutes is availeble. On +the demand side it is necessary to

[\

forecast the demand Tor neize not just for one year shead, but for a number
of years. This is because the-palicy instruments which nzad to be used in
order to adjust supply %o demand must be allowed time te work, end, nost
important, must have a certzin degree ol consistency as betwsen one year
and another. Some of the policy instruments aveilable to the Govoernment
such as subsidies or taxes, credit facilities to farmers and prices to
farmers take time to aifect production; at the same time they should not

be varied abruptly =2s betwesn one yeszr azind another. But the cholce of
policy instruments to use depends on the response expected from the farmers,
and it is here that our infornetion is most deficient with respect to the

major sector of the industry.
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One gets the impression that the object of declaring some crops
essential or scheduled under the 1955 Agriculture Ordinence was to enable
the Gov.rmment to adjust the supply of such crops to the demand by guaran—
teeing prices and minimum returns per acre to the farmers. In the cas of
wheat it is obvious that the indusiry is councentrated in the large-farm
sector, and therefore Government nmeasures to affect production have a chance
of affscting “he bulk of producers. The anomalous position with maize has
been that these measures were designed for only & small proportion of the
industry i . the large-farm secior producing only 5% of ‘total output.
Admittedly, guaranteed prices for maize have rccently been extended to all
furmers, but the African farxmers outside the former scheduled areas are
not guaranteed a winimum return per acre nor do they hove easy access to
credit. 4t is well-known, cnd the Commigsion itself points it out, that an
appreciable zhift in the small-farm sector may be disastrous: a small fall
of 6% in the output of the small farm zector cen only be offset by a rise

of 100, in the output of the large-form sector.

The fact that these policy instruments are designed primarily to suit
conditions of only a small part of the industry coupled with a lack of
economic data about the bulk of the industry, mekes it extremely difficulty
to forecast supplies, and was at the root of the recent meize muddle. For
instence, on 1lth March 1964 the maize chortage was estimated by the Board
at 48,000 bags; this wag raised to 80,000 a month later and was later
timated at 208,000 bags on 17th June 1964, A week leter this estimate was
raised by another 20,000 begs. This is a reflection on the kind of informa~
tion available to the Board, but one mzy ask if it is pozsible to pursue.

a policy o7 self-suificiency vith such estimetes. As it is this informe—~
tion would not even be adeguate to enable one to Lake short-term measures

in time such as importing food from overseag, let alone inducing the farmers
to produce morc. Yet it is on the basis of such information that prices to

fermers are fixed and production orders icsued.

The Commission itself has had this to say cuoncerning the implementation
of the Govermment's maize policy: "With sharp annual fluctuations in the
level of merketed production end an inelagtic demend, the administration of
such a policy is like walking along a tight-rope where the slightest mistake
will involve a fall.™ (para 61)*. The Cormission was commenting on the
Govermment's policy of self-sulficiency vwithout a deliberate policy of
producing for exort. They realized the difficultics of exactly matching
demand and supply. ard they made it clear that a policy of self-sufficiency

was unworkable. This is the most serious indictuent of this policy by the

* Since the whole operatinn of maize control in Kenya depends lergely on
guesswork it is difficult to say when s particular act is or is not a
mistake,
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Commission. There is evidence to show, however,; that the Commission did
not rcalize this because their conclusions on policy in paragraph 68
completely contradict this view of endorsing self-sufficiency. Were they
recomnending that Kenya should continue to walix along a tight-rope by

stating that the policy of self-sufficiency should be continued?

The second problem arising out of the implementation of this policy
is that even if seli-sufficiency could be achieved it would still be a
most expensive way of procuring maize for the African consumers in Kenya.
The Commission's idea of self-sufficiency is that " . « « « it is better
to err on the side of over-production than undsr-production”. But they
recognised that both over—production and under-production would result in
losses. For instence, a loss of 5 4/50 per bag was incurred on maize from
America although that meigze was imported undexr an aid programme., This loss
is now being pessed on wholly to the consumers in the form of higher prices
Conversely, when surpluses occur an export cess is imposed on producers and
is deducted from the guaranteed price. This has meant that the final price
to the grower is also a function of the level of exportable surpluses, and
has in the past resulted in variable prices 0 the producers rendering a

guaranteed price mezningless.

The effect of this unpredictable guaranteed price has been to induce
some large-scale farmers to switch from maize production to wheat. In
Appendix D to the Report, Mr. MacArthur sugsests that the variation and
inconsistency of the maize price, rather than the profitability of meize
production, has been a major decisive Tactor in discoursging large-scale

producers from maize production.

At present the consumers pay any losses on imported meize, bhut losses
on cxports are paid by the farmers. ‘The Commission now has made a re—
commendation which will have the effect of shifting export losses on the
consumers through the creation of a reserve fund.® It is recommended that
the present element in the consumer price of & 4/50 per bag which represents
the losses on American maize should be retzined even after thesc losses have
been paid off until a rescrve fuad of 73 20 million has been built up. This
is a most sweeping recommendation. There is no rceason whatsoever why con-
sumers should be made to bulld such a fund out of which future losses be
mets present nrices without this element are already too high. The commissior
does not even find it necessary to justify the creotion of such a fund other

than the need to subsidize exports.

Strangely znough this comes cfter the Comaission's observation that
export losses are the responsibility of the groiers ond should be borme
by them (para 1089.
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It also looks as though the Commission 1id not fully grasp the . practi-
cability of their proposal. Appendix K of the Commission's Reporw shows
that over the past few years export prices, f.c.r. producer's stacion have
fallen short of guaranteed prices on the same basis by about % 20.00 per
bag. This means that if the levy of % 4/50 per bag is retained in order
to build up a reserve fund the Board will have to sell nearly five bags on
the domestic market in order to offset losses on ¢nc bag exported. Theore~
tically, if the Board handled a crop of 1.8 million bags annually of which
300,000 (16.7%) were exported 1t would not be able to accumulate any funds
under existing export and internal proces*. Yet this scems a fair division
of export and domestic consumption if self-sufficiency must have a bias
towards export. Even on the most unrealistlc assumption that no export
losses will be.incurred in the immediate future it would teke the Board
at least three yezars to accumulate a sum of % 20 million with an amual
turnover of nearly 1 million bags. It has now come to light that 500,000
bags of the maize imported from the United States will be surplus to Kenya's
rezuirements - the shortage was over-estimated due to a lack of statisvics -
and will have to be re-cxported with a minimum loss of % 20.00 per bag,
export losses will amount to % 10 million regulting in a total loss of
& 12,250,000. . for having imported too much under conditions of panic.
Already the guaranteed price to the fermer for the 1967 crop has been
fixed extremely low in anticipation of this situation. If the fund starts

with a debit balance it will be some time before the target is achieved.

In the meauntime the situstion is likely tc rcmain as it has been for
a long time now: a fear of maize shorteges inducing the Govermment to
announce hizher prices for meize while making make-shift arrangements to
import maize from outside; higher prices stimulcte production to such an
extent that exports become unavoidable, and so export cesses are imposed
on firmers with lower prices being anncunced for the following season.
Farmers react by reducing thelr acrezge under maize especially in the
large farm sector. This is not discovered immediately, but shorteges begin
to show up scmewhere which at first are attributed to profiteers hoarding a
staple food and holding the majority of the population to ransom. Gradually
it is realiged that the situation is more serious then that so hign prices for
maize are announced; at the same time a commission of enguiry is appointed,
not particularly to get at the root of the problem but to reassure everybody

that the food problem is under control. Thisc completss the circle.

¥ This assumes a differential between internal and export prices of & 22/50
per bag. In such a situation export losses would be § 6,750,000.00 on
300,000 bags and the internal levy on the rcmainder would bring exactly
the same amount. With a lower differential; say {: 18.00 per bag export
lossess on 360,000 bags would be sufficient to offset levies collectad
on 1,440,000 bags sold internally i.c. & 6,480,000.00
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The Commission seems to place too much faith in the introduction of
hybrid maize as the solution to Kenya's maize problem. In particular, it
has been pointed out thet the widespread adoption of hybrid maize will en-
able the Govermment to reduce the price paid to the famer as hizher yields
can offset the effecct of lewer prices. This overlooks an importent factor,
which is that the full potentisl of imprcved secd cannot be reslized unless

grtain changes on the farm are ceffected. These include hetter husbandry
practices, better storage facilities etce This will be especielly true of
the small-farm sector where the methods of husbondry at the moment fall
short of those necessary to utilize hybrid maize. All these cost money,

'

and have an opportunity cost to the farmer, and in the initial stuges it

will be necessary to pey high prices to make the adoption of these technigues

worthwhile. We must remember that V.G« Mathews who investigated the industry
in 1963 predicted a price of & 27.00 pur bag by 1965 on the assumption that
bybrid naize will have been widely adoptcd oy that time. The actual price
was & 37.00 per bag; and had been hizher for the previous two years than

his recommended prices.

It is time it was rcalized that the future of the maize industry in
Kenya lics with the former non-scheduled areas; for instance, by raising
productivity in these arcas by a mere 5% we could afford to dispense wit
production of maize from the large-ferm sector. It is possible to raise
productivity by a much higher fisure with a minimum of investment in these
arcas in vhich case variaticns in supplics would be taken care of. At
present unjustified emphasis is placed on the produccrs contributing only
5% of total output and one must uestion the policy which gives rise to
such action: because it is cnly these faruers who produce a sure surplus
they are zguarantesd a minimum return per acre, given credit facilities to

produce the surplus as well as many other Torms of encourzgement.

The argument that supplies from the small-Zzrm sector are unreliable
is as untenable as the argument that supplies from Ugzrda and Tanzania
have been unrealiable. This conclusion is drawn from historical data on
deliveries by these sources of supply without an awareness that this data
largely reflects the controls being exercised over the indusiry, and would
have been different if these contrcls and policics did not exist. Small-
scale formers in Kenya operetse within a framework of District Council cesses,
lock of credit facilities, restrictions on the dispossl of their crop etce.
These are some of the impedinents vhich awve reflected in their deliverics
to the lMaize Marketing Board, and we heve a right to expect diffcrent results

with a chenge of policy.
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In this connection I wholehecartedly disagree with Mr. MacArthur's
observation in his memorandum to the Commission thet the small-farm sector
cannot be depended upcn to provide a surplus, leading to his recommenda-—
tion that "those responsible for drafting a long-term maize policy would
be wise to rely mainly on the lerge-farm producer for the larger part of
estimated requirements". NMr. MacArthur came to this conclusion because
he found no reliable rclationship between small-farm deliveries to the
Maize Marketing Board and the maize price for the previous year in North
Nyanza. Farmers' responses to prices can only wse mecasured adcguately by
correlating acreage Tizures with prices; another alternative which is not
as satisfactory is to work out a correlation betweon prices and total
production, and we should have more observations than just five years to
establish the responsiveness or otherwise of the farmers. Adverse weather
coming after a year of high prices would reduce production even if the
acreage is higher, but this would not prove that the farmers' deliveries
to the Maize Marketing Board are in fact complicated by the existence of
cesses, smuggling and black marketing. For Kenya as a whole we do not
know the actual deliveries from the small-farm sector becuase some m ize
by~passes the Maize Marketing Board, but for single districts the estimates
are even less reliable because of inter~district movements oi maize,
especially if one does the exercise for a long period. Inter—-district
movementsy; legal or otherwisc, would tend to vary from year to year and
would be reflected in oificial deliverieg to the llaize Marketing Board.

In this case there would be no justification for thinking thst observations
in one disirict would be typical of the small-farm sector in the country as

a whole as Mr. MacArthur would have us belicve,

His statement that small-scale farmers are not price conscious also
seems to contradict the findings of many scholars in this field. This
would not have mattered if he had based his statement on better informa-—

tion than what he actually put forward in his memorandum.

To sum up, the rcport of the Commission is a big disappointment in
that it did not get to the root of the maize mucdle, but adopted a judicial
approach to matters such as corruption which at best are a syreptom of the
maize problem in Kenya. This failure to recommend a change in the system
of maize production and merketing is a reminder thet Adam Smith was not
after all, wrong in meking the statement quoted a%t the beginning of this
review: he lives with us today.
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