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Abstract

The cashew crop in Kenya was traditionally an important source of income for smallholders in the Coast Province of Kenya. Because of reduced yields, however, income from cashews was declining prior to 2005 when stakeholders came together to implement the Cashew Productivity Enhancement Program. Raw nut production is expected to reach at least 12,000 MTs in 2006. However, Kenyan companies have the combined capacity to process 18,000 tons of raw nuts annually and there is also substantial demand for raw nuts by overseas processors. The potential to triple overall incomes therefore exists. Marketing of raw cashew nuts in Kenya basically involves simple linkages of farmers to exporters through middlemen. To solve these problems, stakeholders came up with a project intended to establish an integrated production, credit and marketing for cashew growers. The main objective of this project was to up-scale cashew management technologies in coastal Kenya to improve productivity of cashew orchards. Forty-seven cashew growers groups with 962 members were involved in the project.  They were provided with credit for production inputs and technical assistance. Although unusually heavy rains affected cashew nut production during flowering period, the project showed potential for improving cashew nut production and farmers income in Kenya. The scheme provided valuable lessons to stakeholders for improving their participation in cashew nut production activities. 
1.0
Background

The cashew crop in Kenya was traditionally an important source of income for smallholders in the Coast Province of Kenya. Because of reduced yields, however, income from cashews was declining prior to 2005 when stakeholders came together to implement the Cashew Productivity Enhancement Program. Since November 2004 when this program started, 120 front line extension workers and more than 10,000 growers were trained in cashew tree management. Average yields of beneficiary growers increased by 5-10kgs per tree, with some growers reporting yields of over 30 kgs for individual trees. Official statistics show an increase of 10% in cashew exports in 2005. There is no doubt that incomes have increased significantly as a result of program activities.  Raw nut production is expected to reach at least 12,000 MTs in 2006. However, Kenyan companies have the combined capacity to process 18,000 tons of raw nuts annually and there is also substantial demand for raw nuts by overseas processors. The potential to triple overall incomes therefore exists. Marketing of raw cashew nuts in Kenya basically involves simple linkages of farmers to exporters through middlemen. However, one big problem has been the small quantities sold by individual farmers which increases diseconomies of scale due to high costs involved in bulking sufficient nut quantities and which have put farmers in a low bargaining position. Figure 1 shows marketing channels of cashew nuts and kernels in Kenya.


Figure 1: Marketing channels for cashew nuts and kernels in Kenya.

To solve these problems, stakeholders came up with a project intended to establish an integrated production, credit and marketing for cashew growers. The stakeholders involved were Kenya Horticultural Development Program  K-Rep Bank to provide credit and training on loan management, Bayer (East Africa) Ltd, to manage the spraying operations. The growers paid for inputs through the loan and labour and unpurchased inputs such manures. KARI provided technical assistance and extension was provided by Ministry of Agriculture. The Common Fund for Commodities provided financial assistance to KARI through Regional Cashew Improvement Network for Eastern and Southern Africa.        

Cashew Technical Committee (CTC) is provided overall direction for the project. CTC is comprised of public and private sector entities involved in the Kenyan cashew sector. The Committee is led by the Kenyan Agricultural Research Institute’s (KARI) field station in Mtwapa (Kilifi District, Coast Province), and includes the Ministry of Agriculture (MOA), Bayer East Africa, the Coast Development Authority (CDA), Action Aid Kenya, TechnoServe, Kenya Nut Company, Millennium Management and other processors. The Cashew Technical Committee is the primary agency coordinating private-public sector support to rehabilitate the Kenyan cashew nut sector currently. The main objective of this project was to up-scale cashew management technologies in coastal Kenya to improve productivity of cashew orchards.

Objectives

· Establish an integrated production, credit and marketing system for cashew growers.

· Train farmer groups in farming as a business, including credit and loan management.

· Train tree management teams in commercial pruning and spraying techniques

· Train field extension agents in improved cashew production

· Train farmers in production techniques through field-based extension activities.
Project implementation

The Cashew Technical Committee reviewed the results of the first phase I of the project and concluded that for further up-scaling of cashew management technologies there was need to develop a credit support scheme. It organized a stakeholder’s workshop to review results of first phase and agreed on the implementation of the integrated production and marketing system. The extension officers mobilized groups willing to join the scheme in Kilifi, Malindi and Kwale districts
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A quadripartite collaboration involving processor/buyer, financier/bank, appointed input provider and farmer/farmer group was established.

 Results

Cashew group baseline data

Forty- seven cashew groups (11 in Lamu, 9 in Malindi and 27 in Kilifi district) joined integrated production, credit and marketing system in 2006. Tables 1 gives the baseline data on membership, gender, number of trees 0-3 years old, no. of matures trees, 2005/06 cashew season average yield and total production, average price per kg and estimated total income from cashew by group in the three participating districts. It also gives the number of trees in the spraying program, total amount borrowed and average borrowed per farmer. The farmers were very enthusiastic about the program and participated in all the phases. 

Table 1: Baseline data on cashew groups participating in integrated 

Production, credit and marketing system for cashew activities

	Parameter
	Kilifi
	Lamu
	Malindi

	Number of groups
	27
	11
	9

	Member ship
	611
	202
	149

	Men
	315
	130
	72

	Women
	296
	98
	51

	Number of groups
	27
	11
	9

	Average No. Of Members
	18
	15
	15

	Mature trees
	41324
	36403
	25394

	Average yield per tree
	7.5
	17.4
	16.6

	Average price shs/kg
	21
	30
	30

	Average Income/group 
	74,776
	387,805
	339,070

	Average Income/Member 
	415
	7317
	8476

	Number of trees in spraying program
	17744
	6635
	5307

	Amount borrowed
	6,210,400
	2,332,250
	1,857,450

	Average amount borrowed per farmer
	11,333
	12339
	11682


The exceptionally heavy rains that occurred during the peak flowering period of October and November heavily affected cashew nut production in 2006/2007 cashews. The low production affected farmer’s income and loan repayment. Table 2 shows production and marketing of cashew nut from seven groups in Bamba Division of Kilifi district. The figures indicate the yields were low and the sales were only 40% of the loan advanced. The situation was similar to the other areas. The low production and sales resulted in very low loan repayment. The bank had to extend the loan repayment period.

Table 2: Cashew nut sales for seven groups in Bamba Division, Kilifi district
	Name of Group
	Number of members
	Number of treated trees 
	Loan Disbursed 
	Quantity of cashew nuts harvested
	Grade 1
	Grade 2
	Income 1
	Income2
	Total

	
	
	
	
	
	
	
	
	
	

	Mitsemerini
	15
	746
	261200
	2860
	2150
	710
	64500
	14200
	78700

	Chambuko
	17
	372
	130200
	1600
	1560
	40
	46800
	800
	47600

	Vikale
	20
	912
	319,200
	3620
	3200
	420
	96000
	8400
	104400

	Ndugu Ni jembe
	27
	579
	202650
	3430
	3350
	80
	100500
	1600
	102100

	Kafodzohini
	23
	371
	129,850
	2020
	1300
	720
	39000
	14400
	53400

	Fungayo
	11
	371
	129,850
	2110
	1560
	560
	46800
	11200
	58000

	Thiani
	15
	591
	206,850
	3160
	3020
	140
	90600
	2800
	93400

	TOTAL
	128
	3942
	1,379,800
	18800
	16140
	2670
	484200
	53400
	537600


Challenges experienced

1. Unfavorable weather: Heavy rains drastically reduced production

2. Unavailability of buyer when required: Due to low production buyers shifted to Tanzania to buy nuts while the little production with the farmers remained unpurchased contrary to the agreement at the initiation of the program.

3. Lack of firm contract between farmer groups and processor: While as the processors had formally agreed to buy cashew nuts from the groups when they found the crop would not be good they avoided to sign the purchasing agreement.

4. Recovery of loan unenforceable by bank since the farmers sold through buyers other than those initially agreed at the beginning of the project

5. Lack of government policy to support integrated production and credit scheme for cashew: Cashew Technical Committee implemented The system, which is an informal stakeholder forum, which had no legal backing for the scheme. 

Conclusions 

The integrated production, credit and marketing system for cashew growers in Kenya is a necessary scheme as was exemplified by heavy enrolment by farmers. There is a need to establish policy that regulates the sector to ensure that all players respect their obligations. The policy should also protect financial institutions supporting cashew farmers to hedge against unfavourable weather and enforcing contract to prevent losses. 
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