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Abstract: This case study examined performance of rural cassava SMEs managed by small scale
farmers in Busia and Kisumu Counties in the lake region of Kenya. Formal survey, focus group
discussions and key informant interviews were used to collect data from farmers and stakeholders in
the region. The data were analysed descriptively using proportions (percentages and proportions),
means and standard deviation and inferentially, using statistical tests of significance. The findings
revealed gross inefficiencies in the management of cassava SMEs. Grass-root SMEs lack professional
managers and exhibit inadequate organizational, quantity and quality management, high operational
costs, lack of trust from farmers, inadequate financing, weak technical, agribusiness skills and weak
linkages with markets. The findings challenge promotion of farmer-led organizations in rural areas to
perform additional roles such as processing and marketing functions beyond their core business
which is production. To remain relevant in a competitive value chain, grass-root farmer-led SMEs
need to be re structured into viable economic entities with clear market-orientation. Ordinary
smallholder farmers should specialize in producing sufficient quantity and quality of agricultural
commodities, while processing and marketing functions are taken up by professional entrepreneurs.
This study recommends an entrepreneur model rather than farmer-led SMEs as potentially best suited
in creating efficiency in the cassava value chain in the lake region of Kenya.

Keywords: farmer-led SMEs; market; Cassava value chain; entrepreneurial model; Lake Region
Kenya

Introduction

In sub-Saharan Africa (SSA), smallholder market-driven production is important in integrating
farmers in local and global markets (Ferris et al., 2014; Otekunrin et al, 2019). Market-oriented
production enables farmers to access new markets created by increasing urbanization and population
and economic growth (Abraham and Pingali; 2020). Smallholder market-driven production also allows
farmers and small and medium sized enterprise (SMEs) to become technically and organizationally
more efficient in production of high value products (Fold and Larsen, 2011). Furthermore, smallholder
market-driven production facilitates functional and inter-sectoral upgrading which moves farmers and
SMEs from traditional production to marketing functions. Thus, market-oriented production infuses
entrepreneurship throughout the value chain, revitalizes existing farmers and firms, and facilities
creation of new businesses (Zahra, 2008), thereby contributing to structural transformation of the
agricultural sector for enhanced incomes and food security.

Smallholder farms in SSA, especially in rural areas, are scattered and therefore unable to realize
economies of scale which is necessary in accessing markets. Consequently, farmer-led SMEs have

© 2024 by the author(s). Distributed under a Creative Commons CC BY license.
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emerged as important institutions for linking farmers to markets by encouraging smallholder market-
driven production through collective action. Farmer organizations exploit economies of scale, minimize
transaction costs by reducing logistic inefficiencies, and strengthen the bargaining power of
smallholder producers (Bijman and Wijers; 2019). The push for farmer-led SMEs, according to the
World Development Report (2008), is that such organizations can enable farmers to meet high product
quantity and quality requirements and improve their position in value chains. Therefore, farmer-led
organizations are a fundamental building block in pursuit of agriculture for development agenda
(WDR, 2008). Bijman and Ton (2008) describes various forms of commodity-specific producer
organizations (POs) and SMEs which comprise rural, national, and international with either
community or market-orientation. Nevertheless, there are indeed few available farmer-led SMEs
focusing on root and tuber crops in Sub Saharan Africa despite the crops’ increasing demand in the
international market.

Cassava (Manihot esculenta) is one of the important staple food crop in Sub-Saharan Africa after
maize, rice, and wheat, contributing to livelihoods and income of thousands of households and has
recorded strongest increase in output since 1960s (Scott, 2020). The area under cassava production
expanded by over 280% from 5.6 million ha in 1961 to 21.6 million ha 2019, which translated into growth
in output of 31.5 million tonnes in 1961 to 429.1 million tonnes in 2019 (FAOSTAT, 2021). Cassava
production is mostly subsistence in nature and done by smallholder farmers. The leading cassava
producing countries in SSA are Nigeria, DR Congo, Ghana, Angola, Benin, and Tanzania ( FAOSTAT,
2021). However, like other root and tuber crops (RTC), cassava in SSA is mostly produced and traded
locally due to its importance as a food security crop (Thiele and Friedmann, 2020).

Cassava production in Kenya is concentrated in the lake region and accounts for 60% of the
national production. The crop is mainly subsistence with 90% of the output consumed at home, leaving
only 10% for marketing (Tirra et al., 2019). There is need for commercialization of the sector to take
advantage of the increasing demand for starch products. Farmer-led SMEs exist in the region yet, there
is little information on whether these SMEs are performing economic or community functions. This
study therefore assessed existing SMEs in the Lakeside counties of Kisumu and Busia to determine how
they can drive cassava commercialization.

Methodology

Study Area

The study focused on Busia and Kisumu counties since cassava is a priority value chain in these
two counties. Busia County lies between latitude 0° and 0° 45" North and longitude 34° 25" East and is
the leading cassava producer in Kenya (County Government of Busia, 2018; MoALF, 2015). The total
land area under cassava is estimated to be 20,000 ha. Cassava is one of the most important staple crop
in Busia County contributing to household food security and income, but has not been fully exploited
despite growing consumer and industrial demand, and relatively low cost of production compared to
maize and sorghum (Githunguri & Njiru et al., 2020). Kisumu County is located on the shores of Lake
Victoria and serves as the main commercial and transport hub for the western part of Kenya. It lies
between longitudes 33° 20" and 35° 20" E and latitude 00° 20" and 00° 50" S (County Government of
Kisumu, 2018). The two counties are implementing the Kenya Climate Smart Agriculture Project
(KCSAP) for the cassava value chain and are also the leading cassava producing counties in Kenya
(kcsap.go.ke). The two SMEs under the study were Kobondo-Kamicha in Kisumu County and
TangaKona in Busia County with membership drawn from common interest groups (CIGs) and
Vulnerable and marginalised groups (VMGs). The SMEs were first established as self-help groups but
later evolved into SMEs to perform market functions.
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Research Design

Quantitative and qualitative methods were used to obtain relevant information on performance of
farmer-led SMEs. The case study narrowed down to two SMEs in the two counties to provide detailed
description and assessment of their capacities and capabilities (Rashid et al., 2019). The study also used
surveys to collect data on the status of cassava marketing from members of the SMEs. Focus group
discussions (FGDs) with farmer-led SMEs’ officials were also conducted to gain insights into SMEs
operations and performance. Additionally, key informant interviews (KII) with extension and agri-
business staff, NGOs and other stakeholders were conducted.

Analytical Framework

Descriptive statistics (mean and significance tests) and thematic approaches were used to analyse
quantitative and qualitative data which were then presented in Tables.

Results and Discussion

Status of Cassava Marketing in the Region

Table 1 presents the status on cassava yields and marketing disaggregated by County, group, and
sex. All the parameters investigated were significant but at varying degrees (0.1, 0.05 and 0.01). There
was a marginal significant (p < 0.1) difference in yields between male and female farmers but no
significant differences between group and county. According to FGD and KII, more male farmers were
reported to plant improved varieties because of better access to information and control over
production resources. Most cassava in the region was sold as dry chips. Significantly (p < 0.01) more
CIG members (68%) participated in the market than VMG members (54%) possibly because CIG
member had more access to market information and capacity to sell than VMG members. About 53%
of the harvested cassava chips were sold, with farmers in Kisumu selling significantly (p <0.01) higher
percentage (74%) than those in Busia (47%). Proximity to Kenya’s third largest city could explain why
cassava farmers in Kisumu County sold more cassava than those in Busia County. Additionally,
cassava is a staple food in Busia, suggesting that most of the produce was retained for home
consumption. The dominant marketing arrangement in the region is that farmers sold individually,
and this was significant by county, sex, and group. According to information obtained through FGD
and KII, although existing SMEs provide collective marketing, they were perceived to be mismanaged
compelling farmers to resort to individual marketing. There were significant (p < 0.01) differences in
terms of buyers that farmers sold cassava to by county, group type, and sex. Local markets were the
dominant buyers of dry cassava chips while SMEs were found to be unpopular with farmers in the
study area possibly due to weak backward linkages as revealed from FGDs and KlIs.
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Table 1. Cassava yields and marketing parameters disaggregated by county, type of farmer group, and sex.

County Group type Sex

Parameter Busia Kisumu p CIG VMG p Female  Male p
Yields (kg per acre) of dry cassava 867.36 880.71  0.921 913.41 824.43  0.446 814.6  1053.2  0.082
Percentage of farmers that sold dry cassava 62.33 58  0.441 67.79 54.17  0.005 62.09 58.51  0.533
Percentage of dry cassava sold 47.05 74.08  0.000 51.20 54.78  0.510 52.81 5238  0.947
Marketing arrangements (%)

Individual 99.67 88  0.000 98.56 9479  0.057 93.13 91.01 0173

Group aggregation 0.33 12 1.44 5.21 4.26 3.67
Buyers (%)

Local market 42.37 45.79  0.000 43.13 43.37  0.000 42.26 46.74  0.000

Neighbours 324 40.19 35.5 32.53 34.82 32.61

Village trader 16.51 8.41 14.12 15.06 14.58 14.13

Broker 6.54 3.74 6.11 5.42 6.25 4.35

Distance trader 1.56 1.87 115 241 1.49 217

SMEs 0.62 1.2 0.6
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Constraints in Cassava Marketing

Farmers were asked to state challenges they faced in marketing dry cassava chips, and the results
are presented in Table 2. Most farmers mentioned lack of formal buyers as the most limiting challenge
which could be due to or attributed to the unstructured nature of markets that does not guarantee
quality and quantity of cassava chips. Some farmers indicated that low pricess also limited cassava
marketing in the study area. Other marketing challenges included poor market linkages, linkage with
buyers and short shelf-life of dry cassava chips. The results show that athough the two counties are
leading cassava producers in Kenya, there is lack of formal buyers (outlets), which is a great
impedement to marketing and has implication on the need for smallholders to have partnerships in
order to stimulate production. Shiferaw et al. (2012) underscored the important role of producer
organizations in improving market access and agricultural productivity growth in Africa.

Table 2. Farmers’ perception of constraints to cassava marketing in the study area.

County Group type Sex
Constraints Busia Kisumu p CIG VMG vp Female Male p-value
Lack of formal buyer 64 13 0.000 51.92 5052 0.281 51.96 48.94 0.497
Low prices 24.33 17 2452 2031 22.88 21.28
Poor linkages 2.67 7 2.88  4.69 294 638
Short shelf life 9 63 20.67 2448 2222 234

Additionally, farmers were asked to suggest ways of improving cassava marketing. Table 3
present farmers’ preferred channels and options for improving marketing of cassava disaggregated by
county, group type, and sex. The preferred channels were significantly different at 1% and 5% with
respect to county and group type, respectively. Farmers preferred linkages with large formal buyers
than existing SMEs at group and county levels. Furthermore, farmers were asked to state their preferred
marketing models for improving marketing of cassava. Linkages with formal buyers emerged as the
most preferred option for improving cassava marketing at sex and group levels but not at county level.
Formal buyers have the capacity to buy large quantities of cassava and have stable prices compared to
informal buyers. FDG and KII revealed that existing SMEs had weak backward linkages with cassava
producers.
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Table 3. Farmers preferred channels and options for improving marketing of cassava disaggregated by county, group type, and sex.

County Group type Sex
Parameter Busia  Kisumu p CIG VMG p Female Male p
Preferred channels
Farmer direct to large formal buyer 81 64 0.002 71.63 82.29 0.039 78.43 71.28 0.282
Farmer to aggregation store to buyer 19 36 25.48 15.63 18.95 26.6
Options for improving marketing
Linkages with formal buyers 36.3 22.5 0.141 34.31 31.12 0.010 31.72 36.22 0.000
Production of improved varieties 22.43 30.5 25.25 23.67 24.37 24.86
Collective marketing 23.29 22 22.79 23.14 23.37 21.62
Cassava processing SMEs in the Wards 17.98 25 17.65 22.07 20.53 17.3
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Capacities and Capabilities of Farmer-led SMEs

Performance of Existing SMEs to Link Farmers to Markets

d0i:10.20944/preprints202408.2252.v1

Table 4 provides results on assessment of performance of farmer-led SMEs in the region
regarding professionalism and management capacity, quantity and quality management,
technological capability, economic viability, and chain-wide collaboration.

Table 4. Current capacities and capabilities of farmer-led small and medium-sized enterprises.

Parameter Kisumu Busia
Business plan None Available
Strategic plan None None
Basic machinery exist but
Technical capacity e Basic machinery exist. dormant
Value - 4 Million (USD
e Manual peeling 40,000)
e Value - 6 Million (USD
60,000)
Professional education and e Ordinary farmers Ordinary farmers
training e Secondary education Secondary education
e Trained on cassava Trained on cassava
production and quality production and  quality
aspects aspects
e Registered as community =~ Registered as  Farmers’
Management based organization (CBO)  cooperative
e  Current officials are the
founders for the last 10 Current officials are the
years founders for the last 10 years
Funding Mainly memberships fees Mainly memberships fees

Donations from well wishers

Donations from well wishers

Revenues from cassava chips

Revenues from cassava chips

No. of organizations supporting

SME:s in the past ten years

6 15

NGOs, Ministry of
NGOs, Ministry of Agriculture, Agriculture, County
County governments, governments,
Research institutes, and Research institutes, and

development projects

development projects

Indebted

Yes

Yes
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Information Not digitized Not digitized

systems/bookkeeping Lack of traceability Lack of traceability

Lack of efficient information Lack of efficient information

sharing system sharing system
Linkages with stakeholders
Farmers Weak Weak
Buyers Weak and unreliable Weak and unreliable
Other value chain actors Weak Weak
Quantity and quality Buys less than 2% from Buys less than 1% from
management members members
Quality not assured Quality not assured
Mainly cassava chips Mainly cassava chips

Professional and Management Capacity

The existing SMEs neither had business nor strategic plans to guide the enterprises. These results
suggest that producer-led SMEs in the two counties do not have clear roadmaps that identifies their
current and potential customers (buyers of cassava products), as well as strategies for promoting
production and marketing activities, reducing exposure to risks, and responding to changes in
external business environment. The results further indicate that the SMEs are managed by ordinary
farmers with inadequate academic and professional qualifications and have been in office for more
than a decade. The SMES also tend to perform economic function, yet they are community oriented.
The finding reveals inefficiency of this structure in performing economic functions.

Quantity and Quality Management

The study results revealed that existing SMEs were only able to buy less than 2% of the cassava
produced in the region. Additionally, the quality of cassava chips processed by the SMEs was low.
This finding is a further reflection of inefficiency of existing SMEs which makes them unattractive to
cassava producers and consumers of cassava products. Quantity and quality management have been
reported to be very important in enabling smallholder farmers access markets (Bijman and Ton, 2008).

Technological Capacity

The information sharing systems between SMEs and farmers and between SMEs and other
stakeholders were found to be weak and the accounting systems lacked traceability. Record keeping
was found to be done manually. The results also indicate that though the SMEs had basic machinery
acquired through donation some years back, most of the equipment were underutilized. For SMEs to
perform economic functions, technological capacity and information sharing are important in
enhancing product quality and diversification and hence access to new market opportunities.

Economic Viability

The study also found that existing SMEs were indebted, and their main sources of financing
were membership fees, donations from well-wishers, and revenues from sale of cassava chips. From
FGD and KIJ, it was revealed that the SMEs were financially mismanaged, lacked farmers trust, and
hence unable to buy sufficient quantities of cassava that would generate enough revenues from
processed products. It was also revealed that SMEs had not paid farmers for previous deliveries.
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Chain-Wide Collaboration

The study revealed that existing SMEs had weak backward linkages with farmers as well as
forward linkages with the market. This was another source of inefficiency since they cannot
effectively operate as business entities in a business environment where partnerships are critical
enhancing access to support services and markets. The results further showed that the SMEs had
been supported by more than ten different organizations on various aspects, including capacity
building, donation of machinery, finances, and improved varieties, yet they have not taken off as
viable business entities.

Costs and Gross Margins

Table 5 presents annual operational cost, revenues, and gross margins of the two SMEs in
Kisumu and Busia counties. The results show that the annual operational costs exceeded their
revenues in the two counties and therefore they are indebted. These, together with inefficiencies
revealed in Table 4 indicate that the SMEs are not financially viable.

Table 5. Annual operational costs, revenue and Gross margins of farmer-led SMEs.

Kisumu (SME- Kobondo-Kamicha) Busia (Tangakona CBO)

Item Amount (KES) Amount (KES)
Purchasing cassava 360,000 1,200,000
Rent 84,000 48,000
Salaries and wages 360,000 648,000
Processing 300,000 360,000
Water bill 30,000

Transport 300,000
Packaging material 60,000 210,000
Allowances 180,000
Cost of chips for flour 828,000
Total operation cost 1,194,000 3,774,000
Revenue 1,077,600 3,747,600
GM -116,400 -26,400

Source: Focus group discussions.

The findings of this study seem to challenge the current thinking on promotion of farmer-led
SMEs to perform additional activities in the value chain such as processing and marketing with the
expectation that these would enhance their bargaining power and collective action (AGRA, 2017).
Whereas there have been some successful case studies of farmer organizations taking up more
functions beyond production, (AGRA, 2017), the findings suggest that ordinary farmers lack the
requisite professional, organizational, technological, financial, and agribusiness skills necessary to
perform functions beyond farm-level. Globalization of agricultural trade challenges small scale
farmer organizations particularly in SSA. First, farmers need to invest in technology, agribusiness,
financing and networks that connect to national, regional and global markets, which ordinary farmers
managing SMEs in rural areas do not possess. Secondly, value chains are highly integrated and
operate stringent quantity, quality and safety requirements. Third, the reality of trade distortion as a
result of imports of similar products which rural farmers also produce. Based on the study findings,
it is argued that ordinary smallholder farmers should do what they are best at, that is, specialize in
production by producing sufficient quantity and quality of agricultural commodities, while market


https://doi.org/10.20944/preprints202408.2252.v1

Preprints.org (www.preprints.org) | NOT PEER-REVIEWED | Posted: 3 September 2024 d0i:10.20944/preprints202408.2252.v1

10

functions are taken up by other actors who are professional entrepreneurs. Additionally, from this
study, two potential options for enhancing smallholder market-driven production in the lake region
emerge namely, the entrepreneur model and the need to re-structure existing cassava SMEs.

Case for Entrepreneur Model

Recent literature has affirmed the importance of entrepreneurial competencies in the
management of SMEs especially in a dynamic and competitive business and policy environment
(Gwadabe and Amirah, 2017; Zizile and Tendai, 2018). Ibidunni et al. (2021) in a recent study revealed
that entrepreneurial competencies namely, organizing, conceptual, learning, strategic opportunity
and risk-taking, were a viable pathway for improving the performance of SMEs in Nigeria. Based on
inefficiencies and challenges entailed in transforming farmer-led SMEs into business entities, it is
argued that an entrepreneur model would be suited for linking cassava farmers to markets. An
entrepreneur has commercial interest in the commodity, has or can outsource the requisite
professional and management skills, can acquire the necessary technology, financial resources, and
able to forge strategic market linkages at national and global level.

Restructuring Existing Cassava SMEs

Based on the findings of this study, for existing SMEs to become viable business entities linking
farmers to markets, they need to be restructured (Bijman and Wijers., 2019). Restructuring should be
done at four levels, namely management, membership, technology, and chain-wide collaborations.
Management restructuring should entail professional managers, while membership restructuring
should entail retaining members that have a stake in the SMEs (Mwmabi et al., 2020) and are prepared
to reap from the benefits and also share in the risks rather than the current scenario in which majority
of the members are free riders. Technology restructuring should entail investment in processing and
value addition to take advantage of the increasing global demand for cassava products, including
market for starch, pharmaceutical products, and animal feed. To respond to these market demand,
SMEs need to invest in the requisite technology otherwise they become irreverent in competitive
business. Another level of restructuring is on chain-wide collaboration which should entail backward
linkages with farmers to ensure production of sufficient quantity and quality of cassava and forward
linkage with different market segments and support services. Previous studies have demonstrated
that farmer-led SMEs that restructured at management and functional levels became attractive
business entities in a competitive environment (Bijman et al., 2012; Olson, 2009; Ortman et al., 2007).

Conclusion and Recommendations

This case study investigated performance of rural cassava SMEs managed by small scale farmers
in Busia and Kisumu Counties in the lake region of Kenya, which is the leading producer of cassava
in the country.

The findings revealed gross inefficiencies in the management of cassava SMEs. Despite many
years of support by various organizations, they have not taken off on a business path due to
inadequate organizational, quantity and quality management, high operational costs, lack of trust
from farmers due to mismanagement, inadequate financial, technical, agribusiness skills and weak
linkages with markets. The findings of this study seem to challenge the current thinking and
promotion of farmer-led organizations to perform additional activities in the value chain such as
processing and marketing. To remain relevant in a competitive value chain, grass-root farmer-led
SMEs need to be re structured into viable economic entities. We argue that ordinary smallholder
farmers should do what they are best at, namely, specialize in producing sufficient quantity and
quality of agricultural commodities, while processing and marketing functions are taken up by
professional entrepreneurs. Thus, an entrepreneur model which buys produce from rural farmers
and connects to end markets, rather than farmer-led SMEs, would be best suited in creating efficiency
in the cassava value chain in the region.
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