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Background
Researchers at Digital Divide
Data (DDD) and Bankable
Frontier Associates (BFA), in
partnership with Financial
Sector Deepening (FSD) of
Kenya, recently completed an in
depth Financial Diaries study to
better understand how Kenyan
households earn, save, and
spend their money. The study
tracked 300 households over one
year. Findings from this study
can help government, business,
and NGO decision makers better
understand the financial needs
of ordinary families and create
better solutions in response.

A FARM OF THEIR OWN
During the Financial Diaries project (2012-2013) Peter and Linnet lived with their three children (ages six,
eight, and nine) in a small home that backs up to their shamba (farm) in a rural area in the hills around Eldoret.
Linnet mostly worked on their own tea farm and took care of the children while Peter did masonry work on
building projects around the community.
The couple married young. Linnet was 16, renowned in
her community for her upstanding moral values and strong
Christian background. Peter was only 23. After their colorful
church wedding, life became suddenly very difficult. Linnet
remembers money being very tight. She and Peter were
workers on a large tea farm, living in a mud and thatch
house provided by the employer. Their only furniture in
those days was a hodge-podge of three different stools.
They had very little to live on, and now, they were on their
own.

But, Peter was trying to plan ahead. He managed to get
the money together from their meager earnings to plant tea
seedlings across his shamba, knowing it would take time
for them to mature. In four years, they were able to start
harvesting their own tea, and everything began to change.
Linnet told us she began to “enjoy life.” They moved into a
house they were able to construct for themselves near the
shamba, this one with iron sheets. Over time, they bought
more furniture, too. These days, Linnet said, they can even
hire someone to help them pick tea if they like.

He managed to get the money together from their meager earnings to plant tea seedlings across his shamba,
knowing it would take time for them to mature. In four
years, they were able to start harvesting their own tea, and
everything began to change.”
THE IMPORTANCE OF TEA
Looking across their various income sources throughout the year, it’s clear that tea
production brings in the lion’s share of their income. This is followed by Peter’s
masonry work. Mid-way through the project, Peter started buying up and selling
tea leaves. While he invested a significant amount of money in this venture, it
had not yet turned a profit. The majority of the income from this business will
come only when tea bonuses are paid by the major tea factories (his buyers),
typically once per year. Similarly, the household’s income from milk production
remained negative by the end of the project. They spent quite a bit of money on a
veterinarian to help their cow deliver its calf and had not yet recovered that sum in
the form of revenue from milk.
The income that the family earns from tea comes both in somewhat regular
monthly payments from the tea picked daily on the farm. Large spikes in income
come when the tea bonuses are paid, as you can see below.

At the onset of the study, the family’s income from the tea farm was particularly
low. This stemmed from an interesting arrangement that Peter made with a lender,
an acquaintance of Peter’s. The acquaintance lent money to Peter to pay school fees
for the children, and Peter repaid by leasing the already productive tea farm to the
lender. Essentially the lender would claim all the revenues from the farm for the
repayment period—having the funds directly deposited into his bank account—
until the debt was repaid. During this period, Linnet was sometimes hired by the
lender to help with picking tea on her own farm. She earned casual income wages
for those days she worked in the farm for the lender.
But, soon, they were earning their own revenue from the tea again, which was
quite profitable. Once the tea had matured, there appeared to be only limited
additional running costs, and the household provided most of its own labour1,
except in July, when Peter decided to add on a small nursery on one side of the tea
farm and needed some extra help.
Tea Farm Profits During Study
Revenue
Monthly payments
Bonuses
Expenses on inputs
Paid labor
Profit during study

KSh
31,300
45,000
865
4,380
71,055

1 We did not systematically track and attempt to quantify labour investments of household members.

Figure 1: Composition of Peter & Linnet’s Household Income Over
Project Year, (KSh)
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Figure 2: Peter and Linnet’s Income from Month to Month
(net positive sources only), (KSh)
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GROWING FOOD
In addition to providing most of their cash income, having access farmland enabled Peter and Linnet to
produce much of their own food as well, particularly maize and milk. They planted their own seeds, did
not use chemical inputs on the maize crop, and their only investment in the milk production was the help
of a veterinary officer, KSh 2000 (US$ 23.53) on one occasion and KSh 900 (US$10.59) on a second, to help
their cow deliver her calf. Even with such little monetary investment in the food production of their farm, it
provided nearly half of their food consumption needs.
Figure 3: Peter & Linnet’s Composition of Consumption, (KSh)
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Table 1: Peter has a much more active financial life than his wife, Linnet.
Assets
Peter's Checking Account

170

Peter's wallet savings

200

Peter's church ROSCA

3,000

Peter's other ROSCA
Peter's M-PESA
Peter's loan to friend, Amos
Peter's loan to friend,
James
Linnet's ASCA, Joywo
(hers in name only)
Total Assets

6,000
3
-

-

1,027

-

2,650

-

13,050

Liabilities
Peter's loan at Bank
Linnet's credit with another
milk supplier
Linnet's loan from her
ASCA, Joiwa

26,920
320
1,100

Apart from food, the couple also devoted a substantial share of their budget
to education expenditures for their young children. They expect these
expenses to only increase in the future, so one priority for them has been to
construct a permanent house with bricks before the demands of secondary
school set in. In August, Peter borrowed Ksh 30,000 (US$353) from the
bank to begin this process. Since his tea revenues come through the bank,
it was easy to get the loan. Payments will be deducted whenever he is
paid for tea, and a large payment can be made around bonus time. With
this loan, Peter bought bricks and a ballast to prepare for construction. 2
MANAGING MONEY

Total Liabilities

28,340

Being able to borrow against tea earnings is important to Peter especially.
He sees that as an important way he can invest now and in the future
to support his family’s needs. He also belongs to two separate ROSCAs,
which he used to build up lump sums for various projects. When he got a
payout of KSh 12,000 (US$141) last April, he used the funds to buy some
tea to sell to the factories, and he will eventually claim the bonus on that
tea, though it takes time.
2 When we returned in August of 2014, one year later, the construction had not taken place.
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When we first met Linnet, she was part of a Savings and Internal Lending Committee
(SILC) group, which she seemed to enjoy. But, about mid-way through, she left the
group and joined another ASCA, formed by a group called Joywo, Joyful Women
Organization. From her perspective, this group was more serious. She believed
the trainers were from the government3 and would hold more sway with local
authorities to enforce rules and defaults if necessary. But, this is hardly a sign of
financial or economic empowerment. Linnet said, “My husband gives me the
money to save in the group. My name is just being used only.”
A BRIGHT FUTURE, INTERRUPTED
When we closed the study, it seemed the road ahead for Peter and Linnet looked
smooth. Over time, they had made so much progress in their lives, planting the
tea, adding new features to the farm, and generating new sources of income from
Peter’s masonry work and tea trading. They were building a new house, and they
were comfortable, happy, and optimistic about the future.
But, paths are forced to change when faced with shocks. Throughout the study,
Linnet faced a number of relatively minor illnesses, not all of which were managed
well. For example, when she got sick with malaria in September 2012, it took
visits to three separate medical facilities and three different treatment regimens,
eventually escalating to the district hospital to finally resolve the illness. She wasn’t
feeling healthy again until November.
3 Rachel Ruto, wife of Deputy President William Ruto, founded the organization, leading many to believe the

organization is backed by government.

She was again sick the following September as we were closing the study. We
are not sure about the nature of her illness or of all her efforts to seek care. In
December, at just 27 years old, she died. Quickly after, Peter remarried; this was
the only way for him to care for the children and take care of labour on the farm.
The home Peter had planned to construct was still not built when we returned in
August of 2014, but even without Linnet, life was moving on.
Find all of these and more at http://www.fsdkenya.org/financial-diaries/
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