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1.0  BACKGROUND

1.1 Introducnon
This 15 the final report of the Patbamentary Select Commuttee on Cost of Living, following a

preliminary emergency report dated 7th June, 2011 already presented to Government by the
Commuttee (see annex 1). The content of that prelminary report, including the rwenty (21)
recommendanons theremn, should be considered as consbruting an integral part of this final

ICPOI[.

The Select Commuttee was formed wvide a resoluvon of the August House on 11" May, 2011
folowing a Mouon by the Member for Budalang’, Hon Ababu Namwamba, in response to
widespread public outcry over the unprecedented spural n inflanon on the back of a sharp nse 1n
the cost of fuel and foodstuff 1n the country. Its pumary mandate was to mquure mnto the factors
nflamung this and table 1n Parhament a comprehensive report with substanuve recommendatons
on both immediate and long-term remedial measures. The Commuttee held its first meenng on
e May, 2011 where members unarumously elected Hon. Ababu Namwamba and Hon Shakila

Abdalla the Chaurperson and the Vice-Chaiurperson, respectvely

The Commuttee had an vunal thuty-day mandate, which was expected to end on Sarurday 117
June, 2011 Withun thus penod, the Commuttee undertook a whirlwind of mnquines, culminaang 1n
the prelmmunary report aforesaid which was adopted on June 7th, 2011. However, that
preliminary 1inquury also revealed that this martter posed such a massive challenge that 1t required
deeper interrogaton and substanuve remedial measures that would nclude concrete proposals
for specially targeted legislanon. The Comnuttee accordingly sought extension of its ame rwice,
on 9* June and on 4% August, 2011 to conclude the longer term aspects of its mandate. Thas
report has effecuvely responded to that need for deeper mquiry, and includes speafic legislaove

proposals.

The extension was further necessitated by the fact that the mandate of this commuttee comncided
with the very ught legislauve schedule of Pathament for enacung key Constmuton
implementation Bills. By some comadence, a majonty of the members of this Comnuttee,
including the Chairman, also serve on the Consututon Implementanon Oversight Commuttee,
which  has been deeply immersed 1n reviewing the Bills as well as vetung nomunees to the vanous

constitatonal offices.

The Commuttee has therefore taken a total of five months to fully conclude its work and table
this report 10 the House. After its first round of engagement with vapous stakeholders 1n the o1l
and grain sectors, and public heanings 1n several parts of the country, the Commuttee strongly felt
that there were certain issues that were so urgent that they could not wa for this final report and
therefore required immediate acoon. This 15 what pnmanly moovated the Commuttee to prepare
the preluminary report with twenty one recommendations that 1 asked Government to address on
emergency basis. The Comnuttee subrmutted that report 1o Government through the Head of
Public Service and Secretary to the Cabinet, Ambassador Francis Muthaura at a special session 1n
Parbament Buldings on 17" June, 2011, That meetng was attended by Permanent Secretanes
from all the line mumstoes targeted by the Commuttee for this exercise The Commuttee notes
that sorne of the recommendatons 1n that prelyminary report have since been implemented by

Government, while others remain pending



12 Commitice Membership

The Comumutiee compnsrd of the following members

121 Hon Ababu Namwamba, MP Chairperson
12.2  Hon Shakila Abdalla, MP : Vice-Chairperson
123  Hon Martha Karua, MP

124  Hon Ehas Mbau, MP

125  Hon. Rachel Shebesh, MP

126 Hon Charles Kilonzo, MP

127 Hon John Mbadi, MP

128 Hon (Dr) Eseb Simuyu, MP

129 Hon (Dr) Joyce Laboso, MP

1210 Hon Nkoidilla Ole Lankas, MP

1211 Hon Mohamed Gabow, MP

o, MMehamed Gabow, MP Ao cubcequenty appointed  Acastant Mimster for Special
Prepzammes 13 AUgUsT, 2011 before the Conmuttee concluded its mandate, thus reducing this

membership to ten. There was no wme 1o repla{ ¢ ham

1.3 Commitiee Terms of Reference

The Committee subsequent 1o 11s formanon adopted the folowing Terms of Reference:

131 Invesngate factors responsible for the rapid nse in nflavon, from 3.8% in November
2010 to 12.93% 10 May 2011, and the high cost of hving i the country and propose both

short and long term remedial measures

132  Establsh the effect of the current inflanon and high cost of energy on producers,

manufacturers and consumers and the impact of thus on the economy

133  Establish the factors causing the ever nsing cost of enerpy with a focus on fossil fuel and
how the Government can get a lasung solunon to the problem. Also establish the status

of prcparedncss of the country to handle any interruptions 1n supply of fuel.

134 Intertogate exisung ]Bt)lJL](’b on food secunty in the country and examine any measuies in
place meant to ensure the country pxndn(m enough food to feed the whole populanun

135  Track the cereal producoon and supply chain and determune how this contobutes to the
cost of food, with specific emphasis on land t1enure, farm preparatnon, amely availabibry
and poang of seeds and other farm nputs, harvesung, storape and post harvest

m:m:agcmem

136 Examune the supply chamn of o, from vnporavon through clearance, transportanon.
distnbuton and consumpuon with a wiew 1o detecung factors the chamn which nught

be H'f-p(_\ﬂ‘:lh]l‘ for inflarmung the sharp nise 10 pump prices



194

1.3.8

139

1.3.10

131

1.3:] 2

1.4
1.4.1

1.4.2

Interrogate the cost of staple food crops in the country, the ability of Kenyans, especially
the underpnivileged, to afford basic foodstuff and any exysang measures (o ensure al)

people have access to food

Estabbsh the counuy’s state of preparedness to handle severe food shortages caused by,
among others, famune and disruptons in the producoon and supply chain.

Quannofy the cost of ronning government and the savings expected from any austenty
measures that may be considered to reduce avoidable state expenditure.

Establsh the relanonship between unemployment, the wage levels and the bving

standards of Kenyans.

Examune insorunonal capacines and synergies for shuelding Kenyans from vapanes hke
fluctuanons 1n mnternavonal o1l poces, drought and interruptions 1n the food and ol

supply chans.

Explore legal and policy opoons necessary to address the challenges 1dennbed, wcluding
the cost of energy, cost of food, public expenditure as well as insorunonal capacines and

syncrgues.

Committee meetings and Heanngs
The Commuttee has dunng its tenure held 50 sitangs, within and outside the precincts of

Parhament to establish the factors causing the high cost of lving. Internal meeungs were
held 1n Parhament with government officials from relevant line punustnes, public pobey
research bodies and experts 1n vanous fields. The Commuttee also visited vanous parts of
Kenya on fact inding mussions and to conduct heanngs with members of the public
targeting communuues, groups and players in specific areas of socio-economic concern.
The meeungs were meant to enable the Committee get area and sector speafic first hand
information 1n order to understand how each one of them was uniquely contnbunng to

or affected by the nsing inflanon and high cost of iving.

Overall, the Commuttee met stakeholders from all the key sectors of the country’s
economy and espeaally those directly relevant to the wider mandate of the Comumuttee.
The Commuttee specifically held Meetings with the following persons, insttunons and

companies:

1 Minister for Energy

2 Permanent Secretary, Ministry of Energy

3 Director General, Energy Regulatory Commuission (ERC)

4 Managing Director, I(enya Petroleum Refinenes Limited (KPRL)
5 Managing Director, Navonal Ol Corporavon of Kenya (NOCK)
6 Managing Director, Kenya Pipeline Corporanon (KPC)
7 Govemor, Central Bank of Kenya (CBK)
8

Commussioner-General, Kenya Revenue Authonty (KRA)
Top Management of oil marketers, including Kenol-Kobil, Shell, Oilibyz and Gulf

Onl
Chief Execuuve Officer, Petroleum Instrute of East Africa (PIEA)

Managing Diurector, Navonal Cereals and Produce Board (NCPB)

9

10
1]

9



1.4.3

1.4.4

12
13
14

15
16
17

19

20
2]
22
23
24
25
20
27
28
29
30
3]
32

Management of the Kenya Seed Company Laumated
Mavor and Deputy Mayor, Kitale Municipal Council

Provincial Commussioner, Nyanza and the Regional Comumussioner of Cenual

Nyanza

Regional Commussioner, Naorth Ruft

Branch Manager, Unga Limuted, Eldoret

Managing Durector, United Milers, Kisumu

Chref Execunve Officer, Insurute of Economic Affaus (JEA).

Chaurman, Secretary and Chyel Executive Officer of the Consumer Federauon of

Kenya (COFEK)

Board of Directors, Mombasa Maize Millers

Chaurman and trustees of the Kenya Transport Assocavon (KTA)
The Managing Director of KIPPRA

Muruster for Agnculture on wide ranging 1ssues related to food secunty
Miuuster for Finance

Secretary 1o the Cabinet and Head of Public Service

Permanent Secretary, Oftice of the Prime Mimster

Clerk of the Kenva Navonal Assembly

Permanent Secretary, Muustry of Planning, Navonal Development and Vision 2030

Miuruster for Medical Servaces

Permanent Secretary, Miustry of Pubbc Health and Sanitanon
Permanent Secretary, Ministry of Pubbic Service

Management of Mumuas, Nzoia, Sony and Muhoromn Sugar Companies

The Committee also conducted on-site fact inding missions to the following

plages:

1

[= - R A T

9
10
11

12

Navonal Cereals and Produce Board depot in Eldorer
Unga Millers, Eldoret

Kenya Seed Company Limuted, Katale

Prvate maize traders in Kitale and Kaminin

Kenya Petroleum Refinenes Limited in Mombasa,
Kenya Pipeline Corporauon o1l jetty 1n Kipevu, Mombasa
Mombasa Maize Millers

Gran Bulk Handling Limuted (GBHL)

Murmas Sugar Company Lamuted

Nzoa Sugar Company Limited

Muhoron Sugar Company Limted

Sony Sugar Company Luruted

Further, the Comnuttee held pubhc hearings in the following areas:

]

2
3
4

J

I bera (Nairobr County) with the general public

Eldoret (Uasin Gishu County) with maize farmers and the general publc
Kitale (Tans Nzoia County) with maize farmers and the peneral puble
Kasumu (Kasumu County) with Gshermen and the peneral publc, and
Ahero (IKisumuo County) with nice farmers and the gencial publi

Murmuas (Kakamega County) with suparcane farmers and the peneral publ

Suba - Tonpa and Nyatoto (Homabay County) with hishermen, gramn larmers

Lvestock farmers

and



1.4.5

1.4.6

10
11

12
13
14.
15.
10.
17,

Bomet (Bomet County) with maize farmess, dairy farmers and the general publc
Narok (Narok County) with wheat and maize farmers, bvestock farmers and the

general publc
Nyen (Nyen County) with tea and coffee farmers and the general publc

Embu (Embu County) with the general publc
Meru (Meru County) wth farmers, traders and the general publc

Lodwar (Turkana County) with pastoralists and the general pubbc
Lokichar (Turkana County) with pastoralists and the general public

Kinw (Kstw County) wath the general public
Lango Baya in Malindi (Kubf County) with the general public and

Lamu (Lamu County) with the general public

The Commitiee bad planned to hold similar public hearings in the following areas

but was unable 10 do so due 1o unforeseen constraints:

1.

2.
3
4

Mwngs (Kinw County)
Isiolo (Isiolo County)
Ganssa (Gapssa County)
Mwea (Kinnyaga County)

The Communiee 1s confident that 1t heard 3 representauve voice of Kenyans and 1ts report

thus reflects senuments of the people of Kenya.



1.5 Ack.now]cdgcmrnl

The Comrrunee 1t y}mlcfu! 1o the Ofbces of the Spc‘akn and the Clerk of the Naponal Assembly

for the support it recerved 1o discharge s mandate

The Commutiee further commends Goverrunent agencies and deparunents that 11 met for the

openness and cooperabon they accorded 1t while conducuang 11 business. The (ommittee 1s

espcual]y g::nrful to the Provincial Admuusuanon for the support they accorded the Commuuiee

in orpanizing pubbc heanngs 1n different parts of the counu
2 P P

The Comnuttee appreciates the techrucal adwice 1t receyved alter consultabons wnth vanous

stakcholders and the findings and recommendatons contaned 1n this yeport Uy 10 address 3ll the

jssues it established

Spf:(ml thanks also go to the staff of the Pathamentary Service Commussion who served under the

C omrmnee Edward lsbends, James Ginono, Nocodemus Odonpo, Fandah Npasura and Linda

Karunya.

Finally, Ms Speaker, the Commutiee extends special gmntudc 10 the Honourable Members of the
orrmee under exuaneous CUCUMSIANCes The

Commttee who worked exuemely haid, somebn
Jehn Mhadi Hon Rachel Shebesh, Hon

following Members need special menuon.
Hean (11 Jovee | abhnso

ranwidils Cle Lankas, Hon. (1) Eseb Siruyu, Hon Shakilz Abdalla, and
Thas report was aduptrd unanunously and the recommendanons herein were arnved at after
thorough consultanons with all the tzrgcu'd stakeholders

Mr. Speaker, it 1s my pleasure 10 commend and commit this report to the Honourable House for

adopoon

SigREd oo .
THE HON. ABABU N MWAMBA, MP

CHAIRMAN, SELECT COMMITTEE ON COST VING

N - T W e o



2.0 FINDINGS

It1s important to note nght here at the beginnung that 10 all the places where the Comiruttee has
interacted with Kenyans through open publc hearings, one stong message has been consisient
the csizens of thus country are biterally panung under the unbearable burden of the cost of
essentals of bife that has spiraled well beyond their reach. The rapid increase n nflanon without a
corresponding nse in ncomes has senously eroded purchasing power, even for the middle class,

The sharp nse in fuel has inflamed the cost of tansport, with the result that what has been touted
as a "working” nanon has fast become a “walking” nation as many Kenyans, espeaally in low
mncome urban neighborhoods like Kibera, have been left with no choice but to trek to places

where they strugple to cke a ljving.

Pnces of basic staple foodstuff like maize flour, nce and sugar have similarly npped through the
roof, making 1t impossible for many famibes to manage even a single meal a day. The cost of a
2kg packet of unga has shot up by over 100% 1n six months - from an average of Kshs 60 Jast
December 1o over Kshs 120 by June 2011. Meanwhuile, iIncome levels have remamned statc for
those fortunate to have some work, while the unemployment rate 1s only getung worse.

And Kenyans are laying theur tnbulatons squarely in the lap of the counury’s leaders, who they
believe are insensiove, unresponsive and obsessed with games of pobincal biinkmanship as
hunger pangs ravage children, women and men across the length and breadth of the country
Kenyans feel neglected and shunned by a leadership that 1s insulated from their grum reabty
Farmers feel abandoned to the mercy of brutal profiteers, while transporters are exposed to
merciless wheeler-dealing cartels 1n the energy sector. There indeed 1s widespread concern about

cartels and corruption networks that have infested all spheres.

The people further feel frustrated by the dysfunctional nature of government operatons, with
stark evidence of lack of coherence in policies and basic funcoons of government. Ordinary

Kenyans cannot understand, for instance, how any government would announce “emergency”
tax rehef measures to bang down the cost of pump prices of fuel, then simply sit back and fail 1o
implement the measures! There 1s also senous concem about mefficiencies in key insntuoons like
Navonal Cereals and Produce Board (NCPB), Kenya Seed Company, Kenya Petroleun
Refinenes (KPRL), Kenya Ports Authonty (KPA), Kenya Pipeline Corporaton (KPC), Nauonal
O1 Corporanon of Kenya (NOCK), Kenya Revenue Authonty (KRA), which inefficiencies cost
the aitizen dearly by reason of mediocre services and steep costs that are routinely loaded onto
already heavily burdened consumers. The mimustnes of Agnculture, Energy and Finance, under

which these agencies fall, stand indicted.

There are suong calls for government to move smftly and revive collapsed producer insotunons
like the KKenya Farmers Associanon (IKFA) and Natonal Milling Corporaton (NMC), which
would cushuon farmers while offering them a stronger voice, and further stabihize markets in

moments such as what the country is confronted with today

This cocktail of 1ssues s steadily fomenung a potent sense of desperavon and anger, with the very
real nsk of a devastatmg social implosion -f government and parhament remains LUMpervious to

cries of pamn cormung from the people



3.0 FINDINGS FROM IDENTIFIED STAKEHOLDERS

11 The O1l Sub-Secior

The Committee met with o1l sector stakeholders on 26" May 2011
was to estabbish the players n the energy sector and the factors causing the ever
oleum products, and how the Government could get a lasung soluson 10
e was also interested 10 establbshing the starus of pu’pa;cdncss of the

The objecnve of the meenng

nsing Cost of

energy, spearfically petr
the pr(_)’t)]em The Commutte
country to handle any nterrupuons 1n supp]y of fuel.

Spetlh(al}\', the Committee was interested n the following 155U€5 which were considered major

contnbutors of the hiph cost of fuel.
a) Whether cartels exast i the ol sector
b) Mamn causes of the skyroc kenng cost of fuel in Kenya
o) he percentage cost of taxes n the high cost of fuel
d) lhe etiect of pricc regolapen arroduced by the Minstry of Energy in December 2010 and
managed Ly tie nesgy Regulz2tory € ommission on the cost ol tuel
¥ The selaponchip exasting berween the percentape crease nlonle inaoonal cd maruet s
and the pump pncein Kenya
f The role of the Nanonal O1l Corporagon in <tabihizavon of fuel pnices
p) The real cause of the fuel shortage 1n early May, 2011
h) The fundamentals that ymform the changes in fuel poces and especially what informed the
sudden reducuon of the desel pnce by Kshs. 3 per bue by NOCK
) Whether there are players in the o1l sector who are also regulators 1n povernment hence 2
conflict of interest
1) Whether there are consultanons 10 Government before major policy announcements are

made like the announcement by the Prme Minister 1n the House on removal of taxes on

kerosene

Several 1ssu€s emerged from the discussion with ol sector players. The Permanent Secretary(PS
y, Mr. Patnck Nyoike bnefed the Commuttee O causes of ncreasiny

i the Muustry of Energ
ssures the Minstry was puttng in place 10 cushyon the country. Th

petrolcum prces and the me
PS atwbuted the high cost of fuel on the nsng international crude ol pnces, the weak value 0
the Kenyan currency to the dollar and the turmoil 1n the Middle East.

It also emerged {rom the Mimstury of Energy of haials that the Government had reduced excs
taxes on kerosent by 30% which was effected on 28" Apnl, 2011 and that the Minstry ¢
Finance would ntroduce a Bill in Parliament to waive exase taxes on kerosene The Manster fi
Energy t-xpl:\mt:d that there were sufficient consultanons berween the President, the Pnn
Minyster and the Minstnes of Energy and Finance before any poli(y changpes are announced ar

s.pcul]m]]v the pobcy anaounced by the Prume Mamster that the Government would redu

excise dury on kerosene and diesel

The Munstry ol Energy also (*xplznncd other [actors which had contnbuted to the sharp nise 10

prices as follows

) onunued exastence of puacy acuvines N the Indian Ocean bewng 1c'$puns:l:|c

increased freight cost of petroleum products 1opether with Mombasa potl dermurray

yycurred by ships waiung 10 discharge the commodites at the port

14



b) Clogging of the pipeline systern by ou marketers who have no adequate storage facibues

O sector marketers and other ol stakeholders raised the fol}owmg addinonal 1ssues affecnng the
industry and thereby conujbuung to the hugh retail pump price of fuel-
. Havmg only one Jerty at the port of Mombasa 1n which o1 products are djscharged

* Lack of suategic ol reserves ¥
Inefficiencies at the Kenya Petroleum Refinenes limited which marketers alleged

contobuted an addinonal 5 to 8 shillings to the hire.

Infrastructural consuaints parocularly the Kenya Pipeline Kipevu jetty and the need for
establishment of 2 Common Storage facility 1n Nairobs

Marketers using the pipeline as a storage facibty thus clogging the system and denywng
umporters a chance to discharge their products in the pipeline.

The Ministry of Energy officials led by the PS confirmed that the Kenya Petroleurn Refinenes
Limited (KPRL) could only remain viable 1f 1t stuck to the proposed tmelines of modermizanon

or else it should be shut down

The Ou marketers also comnutted themselves to abide by the resolunons they made at the ol
stakeholders forum held on 21" May, 2011 at the KICC and the Minustry agreed to enforce the

regulations developed especially regarding storage of o1 products i the pipeline stncdy The
stakeholders concluded that modermizavon of the KPRL should either be completed by 2015 and

the other projects ke development of a power plant by December 2011 and conversion into 2
merchant refinery by January 2011 be finalized within the indicated umelines falure to which the

Government should shut down the refinery as 1 the current state, it 15 2 hability to the tax payer

Discussions with the o1 sector stakeholders identified the following measures that would help

reduce the cost of fuel and ensure consistency 1n supply both 1n the short term and long term:
a) Introducton of and enforcement of suff penalues for stonng o1l products in the pipelne
for 2 longer duravon than 14 days for domestic fuel and 30 days for wansit fuel

respecuvely.
b) Establishment of strategic o1l reserve urgently to cushion the country against fluctuatons in

the supply chain.
c) Shaning of Ullage (space allocated in the pipeline) by o1 marketers based on throughput.

d) The KRA and KPA cleanng systems should be made more efficient.
¢) There 1s need to amend the Energy Act 1n order to convert the KPRL into a Merchant

Refinery

In concluding, the Petroleum Insarute of East Afuca (PIEA) was categonical that cartels did not
exast 1n the ol industry as 1s presumed by many since the Compenoton Act prohibited such acts

3.2 Nawvonal Cereals and Produce Board Management (NCPB)
The Commuttee met with the Nanvonal Cereals and Produce Board Management (NCPB) in

ok . .
Eldoret on the 27" May 2011 The objecuve of the meeung was 1o get wsight into cereals
producoon and supply chain and to determune how this conwnbutes to the cost of food, with
specific emphasis on land tenure, farm preparanon, amely avaabiity and pocang of seeds and

other farm wputs, harvesung, storage and post harvest management
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jssues were sought by the Commuttee from the NCPB management

The followang sptufu:
+ The p:obablc reasons [or the high shelf pnce of mawze flour

+ The cost at which NCPB P\)l(thCS maize from farmers

« Whether farmers stull had maize as alleged by the Minuster
« The percentage of maize NCPB sells to millers and at what cost

« Whether the NCPB deals with importabon of cereals

+ Whether NCPB had any plans to ensure IKenyans have access io the staple food at a

for Agmuluuc i mud May 2011

cubsidized cost

¢ Whether farmers are monvated to grow maize

« How much maize the NCPB has in its stores and how long that «tock could last the

country
. Whether some players (1€ farmers, traders, mullers or NCPB) 1n the supply chain were

hoarding maize
¢ Wihether there was poliucal nterference 1n the maize sectos
« Wihether it was }mnﬁvd for the pnce of 2 kiogram Unpa 10 e auldial Pgne v 1< che 100

vy e

«  Any long term measures the INCFED had put i place o ceduce the cost ol tlour.

The Managing Durector of NCPB mnformed the C ommuttee that thew mandate mncludes the
in, distnbuoon of farm nputs (o farmers and market intervengon on

Buying and Maintairung gra
es, Feruhzers (planung & 1op

behalf of the Government NCPB deals with maize, wheat, nce, puls
g), Agro- Chemucals and seeds. They also offer Warehousing, leasing of storape facibuy,

dressin
gramn grading & allatoxin tesung, cleanng and forwarding, grain drying, bagping and

pest contol,
weiphing services

The Commnutiee was further informed that the NCPB can store up o 21 mulbon bags ol maize
As at 277 May 2011, NCPB had the following stoc ke

thexr stores countrywide
o Maze- },25(),90'2“}(.1K85{2.5 m 1s SGR reserve-and 300,000 s Farmune relef) bags which

could only last 1 Month if released 10 the market as the county ¢ onsumes YoMilbon bags

annually,
o Beans - 9,429*90Kps baps,

Paddy nce 5,092724kg bales, paddy nce 42 837*75Kgs Baps,
o Wheat- ni,
o Fernhzers() Assorted- 259.230* 50kgs bags,

o Seed- (off-season) - Nil

discussion with NCPB manapement were that the NCPB dd nor

lcsues that emerged {rom the
a¢ the Government! releases funds late and the

have suffioent funds to mop up surplus maiz¢
funds are released 1n batches, the NCPB did not sell any maize 10 Millers commercially 1n 2011
that due to bberabizavbon maize¢ mullers can buy and usually do so from maize farmers directly an
hence explont the farmers That the Government fixes the price at which the NCPB buys or sell
maze to farmers which discourages farmers from selling theu mauze 10 the NCPB especially 1
the pnces are Jjow and that prain shortage 15 :'xpv(_u'd in 2011 as rains had been errabe at th

plantng season of Match/April 2011

1 Discussions with the NCPB denuhed the following measures thar would ]J<'||_1 stabibize cerca

supply and pnice, paru ularly for maize



a) Establish Grain Regulavon Commussion by law to help stabihize the cereal sub-sector

b) Enhance the work of an Inter-murustenal Commuttee working on legislacon to establbsh a
Commodsoes Exchange sumiar to the Tea Aucoon 1n Mombasa to give the farmers best
PII(C

c) Allow the private sector to umport maize at zero rated cost

d) Review land polcies to prevent subdivision of agucultural land to non-wable sizes and
establish land banks o

e) Establsh dams in the grain growing areas to stop dependence on rain
f) The Agncultural Finance Corporaton should reduce interest rate of Jlending to farmers to

between 5% to 8%
g) Enhance the Suategic Grain Reserve from 3 mullion bags to 8 mullion bags

3.3. Kenya Seed Company Limited
The Commuttee met with the Kenya Seed Company management n Kitale on 28th May 2011,

The objecove of the meetng was to get msight into seeds production and supply chaimn and to
determune how this contnbutes to the cost of cereals, with specific emphasis on amely avallability
and pocing of seeds as an important farm mput considenng that most farmers had complamed of

unavatabibty of cerufed seeds.

The Commuttee sought 1o know the following from the Kenya Seed Company Limuted,

) Whether the country has enough seeds
b) The posioon of the Kenya Seed Company on GMO food
Whether the Kenya Seed Company develops seed vaneties which can grow 1n hardship

<)
areas whetherin fact it has capaaty to do so.

d) The problems that contubute to the lack of Seeds in the Country and whether Kenya
Seed 15 umely 1n providing seeds to farmers

¢) Whether farmers are given the correct seeds and how they determine what kind of seeds

should be given to farmers
f) The challenges faced by Kenya Seed Company Limited in discharge of 1ts mandate.

How easy 1t 15 to distnbute seeds and whether the revival of Kenya Farmers Associaton
(IKFA) could help to facilitate the distnbuton and improve farmer producovity

h) How Kenya Seed Company is financed
1) Whether maize farming 1 Kenya 1s expanding or shnnking

Emerging 1ssues from the discussion were that: the company did not have adequate seeds in 2011
and this was gong to affect the producton of farmers as they supplied only around 85% of the
market. Kenya Seed had a poor strategic plan by the Management who recommended to the
Board to cut down on seed production in the last 3 years of 2008, 2009 and 2010 thus causing the
shortage. The Commuttee also heard that the government sets the poces that the company pays
farmers for seed while the other enttes 1n the market set their own poces and the government
pnce has been on the dechine discouraging farmers from growing mawze for seeds. That over 70%
of the company’s producton 1s meant for the highlands, that the Company produces parental
seeds which are piven to contractual growers who muloply 1t then return 1o Kenya seed for
producoon and the company only produces around 10% of the t1otal seed supplied 1n the counuy

The Commuuee was mnformed that the seed company faces vanous challenges which were
affecung seed production including the reducnon 1n seed producoon area and conunued land

sub-division



Discussions with the Kenya Seed Company ydenohed the following measures that would help
stabihize producuon, supply and pnce, parnculmly for mawze
) Sueamliung the poang mechanmisms for cereal seeds to enable the majonty of farmers
sulize the cernfied seeds for high yield
b) Consider estabbshing stategic seed reserve i the Counuy 1o cushion apanst unexpected

shocks

<) Expansion of ungavon to coves the highland areas to enable farmers 1n the hughlands o
plant two seasons rather than the current one

d) [ixpand the acreage for seed pxodmucm The Corporagon requires 3 000 exus acres of
land for domestic use and 15,000 acres for peneral use, thus the Minstry of Agnculture
should give authonity to the Corporation to purc hase Gatatha Farm which s 1,800 acres

¢) The Government to mnvest ona pool of machinery to be used by farmers

N Consider enhancing subsidy 1o farmers especially on farm inputs hike seeds and ferohzer to

ncrease P;udut,non
3.3, Uned Millors, Kisumu.

The Commitiee met with the management of Kisumu United Millers on 30" May 2011 I'he
objecove of the meeung wias 1O determine the amount of maize held by mullers as well as the data
on the quanorty of maize beng consumed by the Kenyan market and also estabhish the source of
the manze being vsed by Kenyans given the exssung shortage 10 May 2011. The Commuttee was

further concerned about the looming maize shortage cnsis.

The Committee was nformed that there was 3 shortape of maize globa!}]y and that there was
need to subsidize loc al farmers by giving them Kshs. 45 mulbon worth of Seeds and 2 further
i< shs 50 Milhon Worth of ferulizers for free to spur producuon

According to the United Millers, there was rampant corrupuon in the NCPB from the weighing
of the maize down the supply chamn to the final person woung 2 cheque and there was need 1o
elimnate and munumize the malpracoce i the organizaton They also proposed bfang of umport
dutes on me()rtf:d maize and all other matenals associated with maize producpon to facibrate

Imporabon to cover for the shortage 10 supply.
34 Cenual Bank of Kenya (CBK) and Kenya Revenue Authonty (KRA)

The Committee met with the Governor of Central Bank of Kenya (CBIK) and Commussionel
General of KKenya Revenue Authonty at County Fall, Parhament Buddings on ?"ﬂj\me 2011 The
objecove of the meeung was 10 understand the causes of the runaway infavon, the deprecianor
in value of the Xenyan cuarrency and the peneral hiph cost of lving including the monetar

pobcies and taxanon pohaes of the country and thew implbcanons 0n the economy

The Comimuttee was cON« erned with the high inflavon in the country whach had nsen from 3 8%
n Novermnber 2011 10 12 95% in May 201) and the fall in the valuc of the Kenya shilling agains
the main foreign carrencies The Commutiee sought clanihcanons on the following spec ific ssues
1 How the tax system could benefin Kenyans and how qui kly the lnt_}stu] excise 13
waver on ol p]v.;du( ts such as parathn and diesel could be effec red

2 How the government could deal with any pukt—l'l»h‘ exasung cartels 1 the maize secion

£
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How the CBK and KRA were dealing with the issues of chimate change if any

The effect of the depreaaung Kenya shilling agawnst the major World Currencies on the
cost of bving 1n Kenya and the general economy

In depth informavon on why the nflagon 1s on steady increase beyond 5% and how thus
could be managed.

Tax measures that the KRA could propose to help manage the nsing cost of bving

What CBK was doing to address the fear of excess bqudity in the economy

Why the banking sector in Kenya s not helping the cinzens to borrow.

What KRA was doing to curb tax evasion and 10 encourage comphance as there are

loopholes which need to be tghtened
What the government was doing to reduce the huge amounts of expenditure of pubbc

funds e.g. Uavel.ljng a lot on furst class and spendmg too much on non essennals services
Why collecaon of taxes are not proportional 1n all sectors e.g. ol 15 taxed too much whie

real estate 1s not adequale]y taxed
What the government was domg about the rapid populaton growth and consumpuoon rate

n the country
Any professional advice the two insttunons could give the government concermung the ol

prices given that it was not known when the problem in the Middle East and North Afrnica

would end.
What the povernment was doing about infrastrucrural imbalance, and whether the

equalizaton fund could help sort out the infrastrucrure imbalance

The Government puopues in terms of spending
Why there was poor absorpuon rates leading 1o many punistnes refurniNg  money 1o

Treasury due to insnruvonal fallures e.g. kazi kwa vijana

The Governor of the Centual Bank indicated that economuc growth was showing 2 suong
recovery partly due to good performance in agnculture. Financial growth also remamed suong

The discussions 1dennfied the following cross cuttng measures that would help stabilize the
macroeconormuc environment and other ateas of concern (o the Kenyan economy:

a)
b)

<)

d)

That there should be o1l reserves in the country to cushion against external o shocks
That there should be domesnc supply buffers of essennal commodines; which should be

separate from the strategic reserves.

That incenuves for food pnces should be based on market poces and further that the
government should establish insututions that wall buy surplus commodites from Farmers
That monetary policy should not be used to fix prices as 1t has hmitatons on controlling

inflabon.

The Comrmussioner General of Kenya Revenue Authonty informed the commuttee that certain
direct taxes have impacts on inflabon e g- exase taxes. He however clanfied that there had been
no wncrease 1n taxes on fuel for the past two years and therefore the argument that the high taxes
in fuel were cavsing nflabon was not true. Tax rate had remained the same overtune, thus taxes
had not conuibuted to poce increase 1n ol products. He also caunoned agamnst the Government
plan to reduce taxes on certain types of fuel as a soca) safery measure arpaing that upto 85% of
Kenya’s budget 1s financed through taxaton with donor support only covenng around 3-5% The
neighbonng countnes such as Uganda and Tanzarua get almost 50% of budgetary donor support
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He concluded that reducing taxes would not be the most viable opoon as would mean reduaing

on (ertain govemnment (‘xpcndjmu’ which are cnincal for the economy

11 further emeged that eliminatng tax on pa:affm could result 0 adulteranng other costly ol
ploducls by traders to make more pxoﬁl as well as the fear of selling the same produm at hugher
poces outside the country. 1t was the Commuissioner General's view that price conuols distort the
market and theaefore supply and demand <hould be allowed to determune the commodity prces
From the discussions, it also emerped that if all consurunional ofice holders wese 10 pay PAYE
taxes on all theu ncome, then Treasury would get an »ddinonal kshs 670mlbon He stated that
I<enya should be commended as 1t has the hughest tax effort of berween 22.24% 0 the region

compamd 1o the ntlghbmmg countnes of Uganda 11% and R wanda 17%

He clapfied that the real property industry in Kenya 15 fully covered by necessary (aX laws and
regulavons bui the only pxoblem 1s enforcement and comphance Clanficanon was also made that
the prob]rm in the o1l sector was about supply constrains and not taxes. The ssues of puacy are
also responsible for hugh cusi of o) becanse of inc reased transportatnon and msurance expenses

e resolobong lroms the dicenegnn were that. 1n the short run, money chuuld be prowiaed o
safety nets. Ths would however lead 1o nCrease i 1axauon ot reducnon in publl( expenditure 1o
cave SOIme money for the emerging 1550€s Full taxavon of consprunonal office holders would

also send a good aignal to the economy and may help bolster compbance with tax laws

The Commiece Was informed by the Commissioner General that KRA 1s using 13xpayel
educaton 10 encourage people to pay taxes Kenya has jomned OECD to get informanon on

Kenyans who ate saving money outside the country and not paying taxes

Finally, the Governor of Central Bank of Kenya observed that the objecove of the monetary
policy of the CBK 15 10 supply the money consistent with the economic scowvities 1n the country.
1t was revealed that the current prohlmns contubunng to the hugh cost of bving are mainly supply
gde constzants and not as a result of taxanon and that there was need for stoct applicauon and
enforcement of rules of the game by all concerned INsSDIUBONS 10 1€SLOFE 53ty 1n the economic

environment

The discussions 3g1€ed that a law should be enacted explaining how the ol reserve will work and

clearly define the role of every actor to help stabihze ol shocks.

3.5 Insutte of Economic Affairs

The Commitee met with the Chief Fxecuuve Ofhicer of the Instutute of Lconomic Affairs on 2™
June 2071 with 3 \iew Lo getnng their prolr-«.u‘_mal views reparding the skyrockeang cost ol bving
Il emerged that the main drvers on the cost of hving are o and food pnces. ] he CEO explamned
that the hiph costs werc also as a result of the Kenyan Pipeline being very old and too small 1o
meet Lhe country’s o1l demand and ats neiphbors, stratepi Reserves must be maimntained  He
however cavuoned against prce controls saywng that fixing priced would only benefit the b

traders 1ather than ¢mall ones

20



The IEA management expressed views to the effect that existence of any cartels 1n the ol
ndusuy needs to be invesugated since this would be dangerous to both the poor and nich people
However, they advised thar the government should confine 1ts intervenoon measures to factors
that are within the conuol of the country Other proposals were that the Government should
intoduce elecuic trans which use thermal power which is cheaper than hydro power. Also, the
Government should allow for temporary importanon of maize (o close the exssung demand and
supply gap to avoid the looming food cnsis The amportavon should however not be an open
check that would lead to the market being flooded by cheap imports to the detnment of the

Kenyan producers.

3.6 Consumer Federauon of Kenya

The Comrmuttee met with the Consumer Federaton of Kenya on 2" June 2011 to seek theu
views on the skyrockeang cost of bving. The commuttee heard that the bigpest challenge of food
secunty in Kenya s water. It further emerged that extension workers 1in the munistry of agnculture
are virtvally absent at the grass roots thus some drastc measures need to be taken to revitalize
agnculture. They observed that since biogas 1s underdeveloped in Kenya, a lot of pressure 1s on
petroleun. The commuttee learnt that CoFEK has sued the government due (o its mnacuon to

curtail the nsing cost of lving.

CoFEIK also observed that NOCK cannot stabilize o1 poces considenng that it had only 7%
presence 1n the market and i theur view, the organizavon had been set up to fal. Finally, they
noted that most cavses of the current high cost of bving were povernance 1ssues mosdy as a result
of conflict of mterest. For example, people 1n government charged with housing are developers

of real property so they cannot support a government Jow cost housing polbcy

3.7 Mombasa Maize Millers

The Commuttee met with top management of Mombasa Maize Millers in Mombasa on 3" June

2011 and obiained the following informavon:
a) Thata 2Kg an of maize 1n Mombasa was tading at Ksh.105 whie a 2 kilogram packet of

unga was selling at Ksh.114.

Mombasa pullers have a big market share of about 10% in the country and at the moment
was operating below capacaty ( at 30%) because of the maize shortage 1n the country.
That)f urgent action 1s not taken, the country would have no unga very soon.

That the Director 1s also a director of NCPB since there are heads of millers who sit in
the board. They are therefore 1n constant touch with NCPB 1n terms of knowing the
sitwanon on the ground and therefore huis informanon was facrual

That Tanzama always has crop harvests in June and July season and has always helped fill
the Kenyan deficit over the years but this ume they closed their borders against maize
exports because they also did not produce enough maize to export and so now millers 1n
Mombasa were mainly depending on the bttle maize that was tnckling 10 from Dodoma

b)

through ‘mnformal routes’.
That the mullers were not receiving any maize coming from local farmers A bag of maize

1n Mombasa was selling at an unprecedented tugh of Ksh.3600 so it would be unpossible

for farmers to sall be holding maize
That the expecied harvest for thus year (2011) would be Jow at berween 1 Smullion to

Zimullion baps because of the adverse weathes
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p) That the country’s consumpoon of maize has been mcreasing and 15 now at 35 to

4mibon bags 3 month up from 2 Smullion bags before yet supply has dwindled

h) That as on that day, they only had 2days worth of stock. The mulling 15 done as the Lide
maize keeps tnckling 0 and that 1s what they are selling 1n the market. This has been the
Grzpon since january

) That they had wntten to all relevant munstnes including the Ministry of Speaial Programs
about the anuupated shoriage advising on what acuons the government could do o avert
the siruaton but no response had been forthcoming,

) That Kenyans an urban and pen urban areas arc yet to reahze that there 15 a shortage
because they buy from _sn],)erm;ukem who are always the first to be supphed so they will
always have some flour on the shelves Meanwhie the small scale millers and posho mulls
are even shutung down because of Jack of maize 10 mul)

k) They laxd a paper on the pnces from January to May which indicated that pnce of unga
had gone up by 100% and pnce of maize had gone up 105% and this has not factored in
fuel and electnaity cost

B Tk Ligve heen <nable for Dive years but the p:r)blcms started 1n 2008 when NCPB
siOihs Were dcp]cted and the povernment allowed 1n imports which brought Juwi prces
s lyrle hence dhecnuraginge farmers who telt the rerurns werg madequate.

m) There is need for drasnc measures 1O avert the loomung cnsis which had been brought
sbout by poor planning, and [orecasting on the part of povernment.

n) That the maize shortape 1s affecung Lvestock feeds because malze 15 3 13W matenal,

therefore the pxoblem )5 very extensive.

The discussions revealed a number of 1ssues and the following measures were pmposed to solve

the exasang problcms,

a) That povernment should consider umporang maize to cover the present shortage There 15
maize 1 Malawi and Zambia but the shupping Jogsucs are difficult. There 15 sufbaent

mage 1 South Afnca which 1s most hkely GM maize and the government had 10 make a
decsion on whether they would import GMO maze and needed to consult the public
before decrding this.

b) The government should check the yreld of farmers to estabbsh how they could produce
more CIOP yield per acre ke move from 10 bags to 30 bags per acre.

¢) Farmer education through extension officers on farming methods and drying to avoid post
harvest losses was necessary

d) Thatthere <hould be better interacoon berween Mimstry of Agnculture, Mullers and all food
cector trustees ncluding {armers, millers, consumers, Mimustnes of Finance, Agnculture, and
Speaal Programs to be able 10 address the peranent 15sues in the agruulnuc sector

e) Producoon \n the country needs 1o be sigmﬁ(am]y ncreased to match the ever increasing
consumpnon rate due 10 p()pulzuon increase

N The fuel cost per kg 15 2shillinigs for transportabon and so fuel costs were not the majo
cou dnver in the pnces of flour and maze, 1’s the maize itself. The cost ol inputs shoulc
thercfore be subsidized and made available 1o farmers 0 order to reduce the pnce of thu

maize€

3.8 Kenva Transporers AssoCiation

N
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)
b)

d)

The Comnuttee met Kenya Transporters Associaton 1n Momba
know from them the situanon 1n the transport industry since i

which has 1ncreased i1n the country sigruficandy.
uansport affects the cost of food The Commuttee he

c)‘

sa on 3" June 2011 and sought to
1s one majorly dependent on fuel
The comnuttee also sought to know how
ard the foUowmg from the KTA,

That the associauon has over 380 members.

That 96% of all cargo comung at the port s transported by road and only 4% by ray

IKTA serves not only Kenya but the region fa_:r}‘d 60% of uansn cargo goes 1o Upganda and
when road expansion is complete they would be serving Ethiopia.

The average retall pnce of diese) n January was Ksh 73, by February it was KK sh. 88 and at
end of May, it was Ksh.110/= all this in 3 span of 5 months. These poces have caused

transporters to go out of business as the profi margins had significanty reduced Thys s

because 60% of the fees charged for transporting poods goes to fuel. Yet as commodity

poces go up, transport prces have remained relatively the same thus doving members of

KTA out of business.
That bank 1s also affected because of default on loans by creditors. Banks have been
forced to repossess trucks and transit vehicles and also Emancmg to buy transport vehicles

has been halted because the industry 15 dong badly.
Transporters were laying off turn boys to reduce wage cost That usvally a normal
of 100 vehicles on average totaling to 100 people Jad off.

transporter would have a flee
casualnes, then mechanics and u]umalely the drivers when

Turn boys are always the first

transport 1s stopped.
That dovers make the fuel sjruaton worse by mphomng fuel from the vehic)

then resort to doving on free gear which results 1n an increase 1n road

es and sell n

on the way and
acadents caused by careless doving.
That ovedoad_mg was also a big problem because the uansporters are LﬂegaUy allowed to

load up 1o 60,000 to 100,000 tonnes while the allowed maximum 55 28,000 10nes and this
1s what has contnbuted to destruction of the 10ads.
That the KRA, have 2 good cleanng system (Sumba) but staff seem to sabotage the
process causing people to incur high overhead costs, &g demunagc which add to cost of

Simba system 1s an electronic way of lodging entues where there is no human and
take a day. But the KRA officers usually

Simba system at the port had been down

goods.
paper interacton which process should ideally

make the process difficult. In the past 2 weeks
80% of the nme which had caused massive losses o uansporters. That thus 1s an

integrated system from Times towers which works well all along the chain and then i fals
at the gate of exit at the port which 15 the last level. This financial loss 15 passed on 10
hapless Kenyans. That the system faiure makes clearance of goods to be rturned to
manual which faclitates clearance of contra band goods and dlegal actvitnes hike tax
evasion and bobery, etc.

That Customs and Excise Act, Cap 472, restncts the use of transit vehicles from carrying
any goods on return from debvery of cargo abroad Transit vehicles will take the poods
and comeback empty then another truck has (o be cormumussioned to brng in the poods
which results 1n wastage of fuel and unnecessary costs which are then passed on to the
consumer.

That there 1s big problem of lack of adequate stora
port. A matter that the KTA has met and discussed with industry stakeholders and

Minustry of Transport officials yet no acton has been taken

ge and warchou:mg facibhues ar the

23



) That the Cost of fuel to revenue 15 52% 1n Kenya, while 1n South Alrnica 1t s 26%0,

internatonally 1t 38 22.25% Duect €05t s 68%. Thus 15 10O high ((mmpa:cd 10 other
countres

w2 gy e A pper o1l companues 1€ conuolling the sector and are hxung od puces a1 very high
rates on pretext of hiph internatonal ol pnces yet when fuel pneces come down

mtemwonaUy none of them reduces theu ppees

The KTA board urgcd the Comyruttee 10 follow up on the {ollowing recommendayons with

P}OVEI!)]T)CI')L

a) That the government <hould instead of bulding another portn Lamu, fust of all make
the curent one mMOre e(ficient 1o atuact business

b) That Corrupton espeuaﬂy at wmghhudgeh 15 2 big tung and f thos could be smpped‘
then roads weald lagua bt longer and the cost of tansportabon would be manag(’ahh-

¢) Tha government chould bulld 2 dual carnape way berween Mombasa and Malaba 10
allow for faster and safer transportanon of carpo and also nvest 1 the standard gavge
railway ine berween e oo desnnannn: to reduce cargo from the roads

d) 1nefbaenaies of (_Jovcmmcni agenaies 10 handling logisucs at the puii and cleanng of
poods are Very cosuy and 3l systems il wolk @ e pert FioerenY, thie would avi
(he consumer more than 30% on cos!

¢) That Patbament <hould amend the law that requuires trucks €arryung {ransil cargo not o
carry any poods while coming back to Kenya thus resulting 10 huph uansport Costs as
LranspoIters have to compensate for the fuel vuhized by trucks when they are not carrying

ﬂﬂy C‘JIPJO
39 Grain Bulk Handlerss, Mombasa

The Commutiee Met with the Gran Bulk Handlers (GBH) Limited in Mombasa e 3 June 2011
anth the aum of getung nformation concerning the availabiity of cereals 1n the country and the
cost at which the same weic being smpmlcd The Comumuttee wWas informed that
.  The GBH Company only handles gramns {or importers and 1t does not umport jtself and
that 1t has not handled maize umports 1N the last 2 years since the last Japanese Axd
Consgnment.
«  That there was 2 p:cdomjnanl shortage of white maize both in the county and
mtemanonul]y and what they were handling then was majorly wheat
. There has been rapid urbanizaton 1o the last 10 years thus causing copsumpunon rate {«
skytockm
«  Thatalbip percentape of the Maze industry 1s conuolled by cartels
«  That there s lack of adequate grain reserves 10 cushion the country apainst acute shortag
of the staple and essenuval food
e That the cost of farm inputs s very expensive and not gvailable to farmers
e  That there s need for a ceed and (erubzer suppber in the country at cubsidized pnces !
cushion [armers and reduce theu cost of p:uducn(m
«  That any senous Country chould have adequate sirategiC 1€serves of both ol and U
Flzp‘w irmd 7
. That there chould be st management of }\rr:dutm_m Iines and Insooons Lhke Nanor

Cereals and Produce Board in order 10 ensure efficency



*  That hberalized markets should be governed by forces of demand and supply and not

prce conuols which have adverse effects
That Most mulers have shui down and reduced producoon due to Jack of Maize

The meeang concluded as follows
*  That there should be sufficient Suategjc reserves which should be well managed and

resources should be allocated 1o beef It.up 1n order to help curb gramn shortages in the
country
* That the Government should support farmers in wrngaton process by protecung water
towers and water management and further to provide farm nputs at subsidized prices.
That the Government should revive the defunct Navonal Milling Corporanon (which will

help to regulate the industry and eliminate cartels as the corporation will mill relief maize

from strategic reserves for government to distnbute to schools and drought sticken

areas)
3.10 Kenya Peuoleum Refineries Limited.

The Commuttee met with the management of the Kenya Petroleum Refineries Limited on 4" June

2011 a1 the KPRL Offices in Mombasa. The object of the meetng was to establish the physical

status of the KPRL, any measures it had commenced 1n order 1o become economically viable and

to estabbish whether or not the much 1oured inefficiencies that were contnbuting to the high cost

of petroleum products exassted. The Commuttee was informed as follows:

That KPRL 15 a state corporanon licensed by the ERC under the Energy Act and has 300

permanent and Pensionable siaff

b) That KPRL produces 38.9% of the national demand of Fuel

<) That since 1974 there has not been any investment channeled to the refinery by the
government hence the aged plant and machinery.

d) That Crude oil 1s imported through the open tender system (OTS) which 1s managed by

the Mirustry of Energy.
¢) That difficulues expenenced 1n the refinery’s Utilines include,
1. Power-rehance on natonal god which has f:equenl power b]ackou!s/powex failure

v Water supplies disrupoon
w. Large number of power upsets annually resulang 1n Interruptions in product supply
i the market especially petrol and damage to equipment
f) That the refinery has a Limited sulphur removal capability for diesel and therefore diesel
from the KPRL does not meet Jow sulphur specificavons 1n line with 1nternational
standards.
g) That Essar Ltd, the strategic partner has honored its obligatons by putting 1n USD
3Mulion which 15 50% of the amount required for modernizanon.
h)  That Politcs 1s affecung the refurbishment and development of the refinery
1) That the Government needs 10 be mvolved in the refinery’s improvement and to put

resources in its refurbishment and modermzation.

The following Interventions measures were idenufied;

a)  That there 15 need for changes 1n the commercal arranpement between KPRI. and ol

markenng companses and that there are proposals for KPRI. to umport its own crude o1l



(o1 refining and furthes that there 1s need for market protecuon 10 make K PRL remain

afloat
b) That Invesunents <hould be made 10 ymprove K PRL performance in the medium term

By ]

o Bulding a 0 2 mw capuve power plant Estumated 1O OS5t USD 1 3mulbon

Civi) works and Commussionng of fuel tanks <hould be done 11 December 2011

o Compleung and Commussioning 3 Desalinaton plant expccled n mud 2012 which
has a capacity of 1500 tons/day Esumated 10 cOS! UsSD 1 mublion.

o Detaled feasibabity study of the rebinery modernization project should be

u)mpleled and commussIOnNg J= expt'(ted i ud 2015

0

) Theres need for a jetry design hat would facibtate amultaneous berthung of two tankers
and 2 hagh tech hydmcml)on jety - Swuitable to handle Crude Onl, Products ncluding LPG
(Liguebed Peuoleum Gas), inland depots, pipelines and stiategiC 1€serves

dy Government 1o develop alternabve cources of energy from Bio-fuels, wind and Solar
P11 Renyd Pipcline Company

The Comuruttee met with the Rr;_;lonnl manaper of Kenya Pipeline Corporauon on 4~ June U1
at the lapevu Onl Storage Facibry (K()S]‘) The objecuve of the tour was 1O establish the status of
the pipehine, the efficency of the same and the challenges the prpeline was facing. The
(Comumuttee established the [ollowing from the KPC management,
e That KPC was lﬂ((}IPOIaICd in 1973 under Companies Act cap 486 laws of Kenya and 1t
15 100% government owned
. That the facibty has 3 (otal Storage capacty of 612,233,000 hures and 1s not suffiaent to
service the fuel requirement of the local and foreign market.
«  Thal the fachry can rransfer 10,000,000 bitres per day and 3t receives products {jom Kenya
Petroleum Rehnenes jtd (whoch produces regular peuol) and KOSF;
« That there1s an Ullage commuttee chaired by the Minstry of Energy whose membership
CcOmpNses all O1) Companes which have the rcsponsﬂnlny of allocaung Ullape according
1o throughput
. That Clearance of products at K OSF 15 done by Kenya Revenue Authonty or by 2

financier.

. Kenol Kobil and other major Oy Companies are not adhenng to transport and Ullage
agreements reached in theu own Ullage Commitiees

e That Pnce regulanon 1s not g()od {or 1t causes market distorons. The soluton to the
nsing cost of bving would be 10 level the playmg freld and let market forces determune the
pnce of the prmiuct.\

. That KPC should have a2 common loading, facibity an Mombasa and Nairob

e Theres need 10 fast track mnstallavon of custody transfer meters 3l all the OMC’s depots

in Natob

Vpon nterroganing the KPC Coast :vg;unml Manager and the Depot Managet, the Comruuee

made the following ohservanons,
o Thatpoot plannung 1t 2 major prc:lr'lcm n KPC
« There s nO synt hiony berween Open Tender Hystem and Ullape allocavon



3.13 Government Ministries

The Commuttee met with the Permanent Secretanes;, (Permanent Secretary, Office of The
President, PS-Oflice of the Pnme Minster, Ps-Minstry of Planming, Ps-Muinustry of Agniculture,
and PS-Minustry of Public Service) in Commuttee Room 7, Main Parhament Buldings on 17th
June 2011. The object of the meenng was fust of all to share the -Preliminary report of the
Comnuttee with the government officers so that the issues that required urgent attention are
taken up, secondly to understand the impact if any of the size of the government on the cost of
bving and the insorubonal inefbaenaes and lack of synergy among government msttutons and

what could be done to address these issues.

Specifically, the commuttee sought to know the following:

3)

b)

h)

Existence of any Government policies to deal with the psing cost of Ivang and
particularly the runaway inflaton.

Why there 1s lack of coherence between different arms of Government, for example
between research arms of government and policy making and implemenung organs onng
lack of coordinavon berween Kenya Agncultural Research Insotute (KARI), Kenya Seed
and the NCPB all under the Mimstry of Agnculture and establishment of o1l poce
regulabon by ERC without consultavons with the CBI, KIPPRA or KRA.

The amount of money spent 1n running the Government particularly the cost of runnng
the large Government and whether the size of the coalinon government had a significant
impact on the cost of hving.

The reasons for the deprecianon of the Kenya shulling against other major currencies
where the shilling had fallen from a high of 80 to 2 low of berween 87 and 90 against the
dollar from the Month of April and any measures the Government was taking to stabihze
the shilling.

What measures the Government was taking to establish a strategic grain reserve and a
strategic ol reserve to cushion the country 1n ames of himited supplies.

Whether the Government could consider takung austenty measures 1n its expenditure by
for example ensunng that all government officers travel using economy class and not
business class as was the norm which would result 1n some savings.

The measures the Government was taking to explont alternative energy sources hke bio
fuels, wand, solar and geothermal energy.

Any measures the government was taking to increase acreage of land under irrigation 1n
order to ensure food secunty. The Committee was concerned that the Government was
allocaung more funds for importation of maize and food mnstead of focusing on ensunng
that the counuy 1s selfl sustamnable in food production by invesung 1n new farming
technologies and irnganon agnculture.

That the Kaz1 Kwa Vyjana (IKKV) program was not yielding its intended results and yet
more money had been allocated to the program 1 the current budget. That the
Govermnment was musapplying its resources by giving Unuversity graduates jobs of digging
trenches which would not add value to theu skills and that the Government should
consider abolishing the program all together as 1t had failed

Why Government officers were speaking at cross purposes with the Minuster for
Agnculture and the Prume Miruster saying there was enough maize 1n the « ountry and that
mullers could be hoarding 11, while the management of the NCPB claimed there was an
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acute shortage of maize 0 the country The Committee wanted 1o know whether the
Government had knowledpe of the real siranon.

k) What role the Muusury of planning, Naponal Development and Vision 2030 was playing
espccmlly on food secunty and how the work of the Minstry was feechng 1NtO the work of
other ministnes for example, the Miuustnes of Spccml Programmes, Water and
f'\gnculmre

) How viable 1t s for the Government 10 retan the Kenya Peuoleum Refinenes Lumuted
(KPRL) yet the Refinery was contnbuung to the high cost of fuel in the country.

m) Whether the Treasury was aware that the KRA Gmba system which 1s meant 10 ensure
efhciency 1 cleanng of cargo at the Port of Mombasa 19 down most of the ame and
t'specml]y dunng, weekends and whether thys 1s an acl of sabotape by IKKRA workers In
order o facibtate corrupt pracuces

n) W hether 1t was sull pf)ss;hle {o1r the y(mLh to pet jobs 1n Government and whether the
Government had “any pobcies or ctructured system ol pm\r:dmj; mternships and
attachments for the new praduates

& The rale of the grain 10 the Suategic (Gran Reserve and 1f 1t was meant {or the poor and
wilnerable. why the Government was not dswbuang 12 this pt)pulzmon 1o ease theu
salfenng

p) Why the sizes of most Government delegations especially those accompanymng the
President, Pnme Mumuster and Vice President are large and what acoons the Government
can take 1o cul down the size of these delegatons 1o order to reduce COStS of foreign
travel

Q) \Whether the (Government has taken any measures 10 p:o\nde for those pwnplc in Kenysa

Living below the poverty Line wcluding the urban poor

‘The reasons for the nsng levels of foreign debt

The high level of corrupnon in g()vmnmcm which results 1 wastage ol resources and

~—

n

~t

haph cost of bving.

) Whether the Government could consider cancelling the debt owed by Kenya Farmers

Assoaabon o the Nauonal Bank of Kenya order 1o tacibtate reviva) of KFA

u)  Whether the Government could consider 1eVIVIng the Nauona} Milhing Corporagon 1o
order to stabilize the cost of flour.

v) The Measures beng, undertaken by the Government to ehminate cartels 1 the majo1
sectors of the economy resulung 10 collusions 1 pnce settng hence high cost of basic
commodiues.

w) The cnsis in boarding schools as 3 result of the hiph cost of food and fuel where mos
< hools budgeted when maize was Ksh.1, 800 yet the prices in May and June were almos
tiple (Ksh. 4,000) which would lead schools to close early while others would seek v
\ncrease fees {or thud term The Commutiee thm’slvd the Government 1O direct th
NCPB 1o open 118 srores for boarding cchools to buy maize {yom 1t at a ppce of Ksh
] 800 or the (overnment to cell the maize that 15 expet ted as a grant from Brazil 1o th

<chools at the above pncen orders 1o cushion the schools from the hugh cost of bving

The Permanent Secretaries who attended the meeung !l‘&]jhﬂ(il'(i as {ollows

1) Ambassador Francis Muthaura (Head of Pubbc Service and Secretary 10 Cabiner)

The Head of Public Service tabled a repott detaling, the tnpact of the cost of runnng 1

coabuon povenment on the neng cost of hving and explamned as [ollows

28



That the cost of runmung the coalivon government does not have any effect on the 1510g cost
of bwving as the total number of employees 1n the civi) senice had not changed, only the
number of Ministers and Assistant Murusters had increased. He however stated that the wage
cost had been improved 1o try and match that paid 1n the pnvate sector 1n order to retain the
best brains. That from January to October 2010, the inflaton rate had been as Jow as 3%

even with the coabbon Government in existence.

That the avil service had been reduced from 2002 when the NARC Government came to

2.
power and so the Governmentis much smaller apart from the top e.g. Permanent Secretanes,
Minsters and Assistant Minusters and that increase 1n munistries had not led to mncrease in the
awvil servants as a majonty were just re-deployed.

3. That the counuy received erravc ranfall in the last season resulting 1n poor harvests
contubuting to the shortage of marze.

4. That the nsing nflavon was a global phenomenon affecnng most countnes of the world and
not just Kenya which he illustrated with a table from the IMF Database online

5. That the Government had a shortfall in the civ1l service specifically in the police force, nurses

and teachers, which had ansen mainly due to the Structural Adjustment Program of the 1990s
but that the Government was working towards filling the shortage

On the 1ssue of employment, he stated that enuy into the public service s through a
compettve recrutment process by the Publbc Service Compussion and age limut was not a
factor for most of the jobs and that young people were now being recruited for senor
management jobs so Jong as they were successful in the interview.

That the Government was focusmg on sectors that would grow the economy and hence
create jobs and a key Government strategy since 2003 has been on buinmg mnfrastructure

(roads, electnaty, water, eic) to spur growth. That in 2002 before the NARC government
came to power, only Kshs. 18 bilbon was spent on development of infrastructure but today,

IKshs. 221 bilbon s allocated for infrastructure development.

That the Government was now focused on establishment of special economic zones, e.g.
Konza Techno Park to create jobs for the youth and tmprove 1CT. The Government would
also estabhish economic zones in Lamu, Kisumu and Mombasa to create up to 100,000 jobs.

9 That there 15 rural electnificanon gowng on whose target 1s to have power 1n all rural market
areas and hence transform these centers into economic zones and thus spur rural

mndustnalizatnon.

10. That there 15 a program of distnbunng 100,000 bags of maize and 30,000 bags of nce to the
hungry mn the country and the president had directed that ths quanoty be doubled in the
hunger stncken areas Thas was being undertaken under food rebef system
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11 That the Government was keen on eradicaung corrupuon and that the war on corrupton had

been boosted by the enacumnent of the new conspruuon which had seen muagon of

insnruponal reforms among them ]udjcml reforms and pohce reforms

12 That Publc service reforms would make the Government transparent and accountable 10
the use of pubh( jesources €.g t}uough e-govcmmem and pe:f():mancc contracung
13 That the Geovernment would not parucipateé N umportanon of maize because the last ume

it did so, there arose NUMEIOUS concerns about corrupt practices i the distisbunon of the

unlmntzd maize

14 That the NCPB s allowed currenty 10 distnbute maize 10 schools especially in the famune

hit areas under the food rebef propram

The [ollowing officers who were in the company of the Head of Public Service and Secretary 10
e Caluiset s thus 16 s33

) FProl AMichac! Chege (Advisor, Ministrv of Planming, National Devclopment &
Vision 2030)

1 That the Government had put 10 place plans especially under the Vision 2030 Nagship
projects which f unp]cmemed according 10 the plan, would ease the challenge of
unemployment 10 the long run

2 ‘That in order to cushion poor Kenyans, the elderly and the vulnerable, the Government
had 1n the financial year 2011/2012, sel aside Kshs 1bilhon for cash uansfers 10 be
implemented by the Minustry of Gender and Social Services and the Ministry of Speaial

Programmes
b J

i) Prof. Gideon Misoi (National Cereals and Produce Board)

1 That as at that date of June, there were about 3 milhon bags of maize in NCPB stores as

the Government had released about 200,000 bags for farmne rebefl since May when the
C omumuttee visited s stores i Fldoret.

2 That the Strategc (rawn Reserve could not sustain the shortape of maize as the maize 1n
the stores could only be used by Government for rehef purposes. That however millers
had been allowed 10 unport at 210 rale.

1 That there was :appmmmaiely 5000 metnc tons of maize imponcd by rllers which had
anved at the pott of Mombasa from Malaws but had faled the Kenyan standard of
coloranon thus could not be allowed mnto the market. The maize had a colour level of ¢
yet the requued level was 1. That povernment was stil] analyzing the mawze for an
infecuon or impunnes before making 3 fina) decision on what to do wath it

4 That the NCPB did not have any commercial stocks of maze to sell 1o <chools but tha
<ome schools fell under the Government cchool feeding program.

That there was 3 consignment of 300,000 bags of maize Pxpulni as a prant from Japa
which s normally sold commeraally 10 the puhh(' 1o 1ecover the Fold cost. Th
(_omrmtee cuongh recommended that this maize be sold to boarding schools 3t

cwbadized prnice n order 1o cushion them from the hagh cost of food which the Head

1
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v) Dr. Edward Sambili (PS, Ministry of Planning,

]

10

Nauvonal Development and Vision

2030)
He explained that the runaway inflavon had largely been caused by the high cost of food

and fuel which cost of fuel had ansen partly because of the high demand for the
commodity on the internanonal market. That the cost of food commodines had shot up
after the 2008 post election violence where 2 lot of food crops were destroyed 1n farms
and farmers displaced from theur farms

That 1n 2009-2010 there was good ranfall, plenty of food and inflanon was low and fuel
cost was also low, then 1 October 2010 after the world economues started to pick up
after the recession of 2009, fuel and food commodity pnces started to mcrease hence the
osing inflavon. This s compounded by the fact that in Kenya, 36% of the total

household expenditure 15 on [ood.

Di. Romano Kiome (PS Ministry of Agriculture)

The PS tabled a presentation on the causes of the shortage and high cost of maize and
food commodites 1n the country He explaned that this year(2011), we had the Jowes:
amount of gramn stocks 1n the country in 30 years which was caused by among other
reasons, the high demand of bio fuel 1n South Amenca leading to compenuon with food
That grain stocks were being used globally by the big mulananonals for speculanon
purposes thus the shortage and high pnces of the same.

That this was the first ime 1n the history of the country that 3t was more expensive 10
import than to buy locally. That even with the zero rating of the commodity, imported
maize would not be lower than Ksh 4,000 thus no respite to consumers i the short term
He emphasized the need for the country to move from rainfal dependence, to unganon
agnculture staung that the Government had allocated Ksh 10 bilion for wungavon
purposes for the year 2011/2012 1n order to ensure the country is food secure.

That there was a possibility that maize had leaked to the regional market from Kenya as
the Government team charged with tabulating the quanoty of maize had established that
in May, the National Stock had been 13 million bags of maize yet n June, there were
allegations of very hittle maize stock.

That the Government had considered the need to increase supply
through imports and had zero rated maize umports to allow povate sector to umport the

of maize 1n the market

same at an affordable rate.

That there was effort towards reviving KFA but that 1t was the duty of Treasury to
consider waving or wniting off the debt owed by KFA to Natonal Bank of Kenya.

On the 1ssue of revival of the Nauonal Milling Corporation, the PS sated that the country
has adequate mulling capaaty in povate sector and that the Government did not want 1o
compete with pnvate sector 1n the mulling business.

That the Government would continue to focus on subsidy of farm inputs but would ty
to avail the same promptly 5o as to reduce the cost of producnon.

That Extension services had been affected as there was no recrmument berween 1999 and
2004 but from 2006, the Government had been recruang 800 Extension Officers per
year and now the number had nisen to about 7000 officers. Thar further, a new Nanonal
Agocultural Sector Extension Policy had been developed that would ensure extension

services are effectvely delivered

vi) Dr. Mohamed Isahakia (PS, Office of the Prime Minster)
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Vi)
]

Vi)

1

2

That the IKan J<wa vijana program was not intended to pn_)\n.dv permanent employment
but 1o enpage the ymnh n pu_)dn(uvc acpviues and also enable them earn some money tO
deal wath the harsh economuc QMEs That the program had been <ubsotuted with the
much unpruved Kenya Youth Empowerment program which was being done 1
pmmtrs}up berween the government and the private secto!

That the Government could not provide employment 1o all the unemployed in iKenya
thus the need 10 support pnvate cector lo create jobs for the y()m_h which the
Government had embarked on by invesung in infrastructure development

That the Pnime Miuster had estabbshed an Inter-munistenial C omsmuttee 1o lock nte the
majze shortage and propose short term solupons and the Comnutiee was 5 heduled to
meet the [ollowing week and he extended an nvitabon 10 the Select Commuttee 10 joIN

the meetng and help come vp with solunons

Mi. Joseph Kinyua (5, Treasury)

That the Government was commutted 1o 1eVIVINg Kenya Farmers Assocauon (IKFA) 0
cider to reach as many farmers as p()smble with farm subsidies so as tO reduce the cost ol
pn.‘niuu;un

ek thie Ramsis) Wt PNRTY ol ‘:'--‘Assf;!t‘ interference with the Simba system Ly KR siaff
and was seeking for permanent solutions to the issue 1n order 10 ensure conunuea
efficiency at the port of Mombasa

That the wage bill has increased but not necessanly because of the coaliven government
but because of ynprovement of the terms of service of civil servants 1O make them
compenuve. That the wage bill relanve to GDP remnaned at berween 7 1o 8%

That the pmposal 1o reduce taxes on commodities hke fuel were not the best incenuve of
brninging down the pnces of the commodines as 1ax breaks only work 1n a system of strnict
price controls. That the povernment was focusing on putang in place safety nets rather
than tax breaks 1o cushion poor K enyans.

On the wabibty of runmng the KPRL. the PS stated that discussions were OngOINg
berween the Minstry of Energy and the Suategic parner ESSAR o establish i should

restractare KPRI. or convertitinto 2 pur(h:\smg/mcuham refinery only.

Mr. Titus Ndambuk (PS, Ministry of State for Public Service)

On the huge sums spent on foreign delegavons, the PS mumated that Parhament was
contnbuong to the high expcnd]mre on foreign travel as the Parhamentary Service
Commussion PSC) had in Apnl, 2011 sent 2 circulas to the PSs indicaung an increase 1
the rates of foreign trave) allowances for MPs which had led 1o Mansters demanding 10
be pald the same ¢ reased 1ate when on assignment abroad He :('qn('z.lcd that the yet 10
be estabhshed Galanes and Remunerabon Commission 1eview these allowances with 3
wview (o harmomzing it for all pubhf. servants

That the Pubhc Seryce Commussion was an E(]nal Opportunity Employer and dd not
discrirminate against anyone including based on the age factor except the requirements ol
the Schemes of Sernnce that one have worked {or about three years 10 order 1o be
]nr)mmml

On whether the Government could offer 1[!.1(']!I']S}'lliit-‘ﬂ':‘.lll;jlh!)lt'l'l'l*- to praduates 10 enable
therm pain job expenence, the PS stated that there was an admunustanve arrangerment
within nurustnes for crudents i unversines and collepes 1o undertake attachments an
:._'Iu\‘rnnnt'nl but that there was no cuructured system for the same and the Government

was now developmng an Internship Pobey which would suucture the program



1x) Mr. Samuel Mwale (Prninciple Administrative Secretary, Office of the President
Y,
That the Government was now concentratng on estabbshment of industies and
providing incenuves to povate sector fo set up wmdustnes 10 order to create employment

and also reabize Vision 2030 This would begin with Value adding comparues 1n the
agoculrural sector to energy industnes for example coal exploravon.

3.14 Pamoja Trust

The Chauman of Pamoja Trust explaned that Pamoja Trust 1s a local Non Governmental
Orgamzavnon (NGO) whose main objectve is to mobilize the urban poor (low income people) to
be able 1o access basic services. They give capaaty to these urban poor and enable them have

decent shelter and access to clean water.

The Pamoja Trust has a federanon of slum dwellers called Muungano wa Wanavipj1 which was
started 1n 1996 as a nerwork of slums 1n Nairobs and Athi Ruver. Muungano represents over
100,000 members spanming over 300 informal setdements across Kenya. The movement
champions for acqusinon of secure tenure for residents of informal settlements, while at the
same tume, agitaing for provision of better services and amenites within the settlements.
Muungano organizes 1ts members through a process of daily savings which has <o far enabled
commumnves 1n Huruma 1o uunate house-upgrading schemes that has benefitted over 250

residents among other projects

The Chairman stated that 1n view of the escalating cost of ving, and given that the last few
months have seen a dramaoc increase i the cost of food items such as maize flour, vepetables
and other commodines such as diesel and kerosene, the urban poor have been most affected,
paruvcularly by inflabonary forces even as the mncome per household continues to drop.

The Group requested the Computtee to consider \rjsiting some of theur projects in I<osovo and
Huruma before ats tenure ends. They finally proposed the folowwing measures as a probable

solunon to the nsing cost of bving:

a) That the Government should mainstream urban agoculture as a viable opton for food

secunty. This wall serve the purpose of supplementng diets and reducing the amount of
money spent on buying food from the markets.
b) The Government should uigently review the Building Code to allow building of houses
using low cost matenals
¢) The Government should provide better services and amenities in the slum areas.

3.15 Kenya Insutute for Public Policy Research and Analys)s (KIPPRA)

The Comrmuttee met with top management of KIPPRA on 21" July 2011 wath a view to getung
theur professional opuon of the mixture of 1ssues that could be the major contnibutors to the

nsing cost of bving

The Director of IKIPPRA focused his presentanon on the disadvantages and challenges of

muoducmg pnce conuols in the economy by staang as follows
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3)

They ensure pobucal stabibty- For example there wall be no food related nots

b) 1f properly implemented, they protect consumers from exploitaoon by monopolbsts

Demerits

a)

Price controls distort market forces of demand and supply.

b) Itisa ground for corrupoon.

)

It brings about increased administrabon costs

d) Pnce controls lead to producers leaving the controlled sectors thus reducton in supply

An example was given of the mobile telephony sector where the government has not interfered 1n
the sector with poce controls and yet through market forces and compeunnon, the calling charges

went down to compenuve levels.

Short-Term Policy Interventions

KIPPRA proposed the foUowi.ng as measures the government should develop and implement in

the short term to cushion the most vulnerable secbons of the populabon:
a) The Government should unplement targeted socal benefits e g. meal vouchers and cash

b)
<)
d)
€)

transfers
The Government should provide emergency food aid 1n cosis situanons

The Government should reduce tanffs and other taxes on essennal commodiaes,

The Government should use goods and consumer subsidies to increase supply.

The Government should mmplement the Compennon Act and establish a strong and
mndependent Competton Authonty to eliminate cartels and ensure compenuon Is
sustained 1n the essennal goods market. The occupiers of the office should be people of
high integnity and recrusted through a transparent and compeutve process.

The Government should increase its buffer stock of essennals which can be used In ames

of shortage.

Long term measures

a)

b)

The relevant mimistnes should take measures to increase producoon. For example
develop measures to increase acreage under ungaton like Malaw has done in the maize

sector and provide extension services to farmers.
Introduce measures to reduce producton costs. These could include mput subsidies and

mechamzaton.
Invest 1n continuous research to deve]op supenor seeds and enswe coherence in

murustnes to benefit from each other’s work and to reduce wastage and duplcaton.

3.16 Elecmcity Producers

The Commuttee met with top management of the electnary companies from KENGEN,
Geothermal Development Corporanon (GDC), Kenya Power (IKPLC) on 2™ August, 2011 1n

Comuruttee room 7, Main Parbament Buwldings This was on the bac kdrop of an announcement



by the Kenya Power that it would commence power rauoning due 10 the Jow water quanory i
the Masinga dam, the main source of hydro-electnc power The cost of powet had also
sk)‘xockc:ed impactang on the cost of pmduus and the commuee wanted tO ectablbish the reasons

for thas

The Managung JJuector of KENGEN made 2 presentaion hughbphuong, the following
He pave a presentation which KENGEN had jomntly prepared with Kenya Power highlhighung

the following;

) That the total nstalled capacity of electnaty 10 the counuy is vVery gmal) at 1,611 MW only,

compared 10 2 country like South Afnca with a capacity of 4,500 MW

p) That 4B% (781 MW) of Kenya’s installed capacity 15 hydro grncmlcd power

w) That Masnga 15 the single bipgest reservour for hydro energy generaton but since 2007 when
i was Jast full, the rains had not been good thus the need for the cursent power 1aboning

w) 1'hat 3s ai e month nf Aupust, 2011, the country had resorted 10 peneraung maost of the
elecinaty from Thermal powcs which was very expeisive conadenng thal fuel costs had
..o misen thus the high cost of power.

W) That another factor resulung n the high cost of power was the rorex cuwsl complestes b
(he {all of the Kenya shiling aganst major cutrencies like the V.S dollar and the japanese
yen as the electiaity generaung companes had huge debts owed to Japan and Amenca, 3
cost that eventually was passed to the consumer.

@) That the highest contnbutor of the high cost of electnaity per umt Wwas the cost of fuel
accounung for 46% of the cost per unit followed by the Energy cost accounung {or 38% of
the cost.

The Managing, Director c:-cp‘,a;ned that the clectnaty Companies were domng, the following to

reduce the cost of electnary both n the <hort term and long rerm:

i) That the country had n 2005 made dehberate cfforts 1o expand gcnthe:m:ﬂ power
p:oducnon as it was a cheapel source of electnanty and Xenya had hugpe pnurnual {or the
same. He however emphasmed that the upfront costs of p:oducnon of grothmmzal power are

very high panicuiaﬂy cost of dnlling but they were Uymng 10 reduce the dnlhing costs by using

Kenyans who dnlled at almost half the poce chzrgcd by foreigners. He stated that the GDC

had com leted the furst well in Menen a1 and that they were about to sign a ¢ ontract for 200
P ) I3

MW at Olkana.

i) ‘That the powes companies would diversify theur products smce 3 hupe percentage of the by
l)rudnrl of power generanon 15 walter which s clean and can be unhized for other nu".mmy}lui
purposes Like irnpgabon and hvestock development

w) That G eothermal power pu:ductmn was 2 long tenm project and could not Le used LO reduce

the cost of power at the moment

[he Members xrqncstcd the powet companjes 1o explan the followang,
3 What short 1erm measures could be elfected to ease the burden ol the huph cost of power O
£ |
the comimon person
) What arran yernents 1<11.C had with Independent Power Producers and whether thas wis
£ |

L omnbunng to the hugh cost of clectnaty

-

w) Why 1t takes 50 long {for GO o dnll wells
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1v)
v)
V1)

To bst the names of the IPPs and explain whether they had any influence on government

pobcies on energy
Whether Sondu Minu and Turkwell projects contnbute anything to the natvonal gnd and

whether the two projects are economucally viable

Why GDC was duplicanng the work of KENGEN 1n development of geothermal power

and whether this was contnbuting to the high cost of electnany
Who in the energy sector was benefiung from the carbon credits and whether they were

passing the benefits of these credits to the Kenyans

vur) Why the people of Turkana who hbve around the Turkwell Gorge were not receving

x)

vu)

Vi)

electnaty from the resource
Whether there were any delberate measures by the Government to invest 1n alternaove

sources of energy like wind and solar like dcveloping and implementing policies which

require that any new buleLngs have solar panels.

Electnc power stakeholders responded as follows

That as a short term measure to cut down on the cost of electnaty, the Government was
optimuzing on capaaty of the power plants to get more MWs from each power plant and

beneft from economues of scale.
That some of the Independent Power Producers include Tsavo Power, IBEA Afnca,
Westmond Mombasa, Rabai Power some of which were thermal generators thus the high
cost. However, the ERC controls the cost at which IPPs sell power to the Government thus
prevenung exploitanon.

That the Turkwel and Sondu Minu projects were economically wiable waith Turkwell having
two umts that were established 1n 1991 each providing 53 MW but as at August, 2011, one
unut was down as it was under maintenance, a process that takes two months. However that
Sondu Minu was designed to operate dunng the ramny season as 1t 1s a run of the river and
not dammed.

That KENGEN has a budget for ungauon this year in Turkana down the nver Turkwel

which would ensure food secunty in the area.

That the GDC was estabhished 1n 2009 as an off shoot of KENGEN and focused purely on
geothermal development which 1s a cheaper souice of power but 1ts benefits would be felt 1n
the long ran and 1t was not contnbuting to the high cost of power. That the GDC was
complemennng the work of KENGEN as it was now digging the wells to p:oduce the steam

while KENGEN puts up the power plants.
That GDC’s plan is to have 250 MW of electnaty online each year upto the year 2030 thus

ncreasing the installed capaaty by 17000 MW more than the 15,000 MW envisaged 1n
Vision 2030.

That the power sector 1s a capital intensive sector and KENGEN s looking for private
sector partnerships to do power plants under Public Povate Partnershups (BOOT)

The management of KPLC conceded that the quality of power it distmbuted was not the
bestas there were frequent interrupuons and power outages but that 1t was putung in place

measures 1o improve the quabrty.



3.17 Mimisuies of Medical Services and Publbc Health and Sanitation

The Commuttee met with the Minisues of Medical Services and Public Health and Samabon 0N
10™ Aupgust 2011 1n the Parbament Buildings, Nauroby The C omrmuttee had after attending public
heanngs 1n Vvanous patts of the country receyved informanon that health care 10 J enya was
expensive and beyond the reach of many Kenyans The Comymuttee therefore sought informauon

regarding the following

) Why cost of accessing treatmentin many government hospitals 15 high and beyond the reach
of many Kenyans

1) Availabibity of enough ambulances 1N key centres in the country for emergency tansfer of
pabents

) Avalabibry of adequate equpment in the government hospitals 1o reduce the burden of the
cost of uavel o the main referral hc-spuﬂ]s by panents seeking medical care

) Avalabibty of quahbcd medical personnel in all parts of the country

v) The siaius nd wnahihiny of the Social Health Insurance Fund Scheme as a mechamusm of
makilig mecdical care are e<cible to all Kenyans

iy The pegions frr 1he lack o1 essenua TS iR i;f.,“'f:,-"..mf’.m hr’mpua]s

vi) Why Reproducnve Health 1ssues t‘bpecml]y Famuly Planmng, had been abandoneud Ly e
(;overnment 1O the Development partners only

vin) Why the Minstry allowed medical pmsonnvl employed by the Government to estabbsh and
run povate practice neat the Government hospnals thus encouraging them to ignore the
Government wotk and i some €ases divert facibuoes from the government 1o theur chinics
and phsmmmes

) Why ot had taken the Government very long 10 implement the Nauonal Social Insurance
Scheme yet it looked hke a colupon 10 MOost of the pxob]ems in the health sector and what
difference the new health scheme had anth the Bil that had been introduced earher by Hon.
C hanty Ngdu when she was Mister for Health

x)  What acnons  the C overnment Wwas taking to uMProve povernance at the NHIF as
management of funds by the NHIF trustees was One of the fears Kenyans had with 1t
managing 3 larger medical scheme

x) Why a number of nsurance comparnies were opposed 1o development and implementabion

of the sooal health insurance scheme.

The Minster for Medical Services made 3 presentabon prepared jointly with the Mimsury of

Public Health explaimng as follows:

He t')cpl:um'd that the health sector 10 Kenya 15 {aced with numerouvs challengpes which

contributed 1o the high cost of medical care some of which are heted below:

a) Infan mornabity
«  That infant mortabry m J<enya was snll high 1 some areas and there were plans 10 ensurt
hospitals engage with and incorporate Tradinonal Birth Auendants 1n their faciboes sc
that they use the h()spltal facibues dunng debvenes 10 enable doctors 1o 3ssSISt dunny

t*rnt'x;.gt‘luu':- and hence rriium ¢ )nal('ln'.ll mn!l:;l]ll(‘&

by He alth Financing

38



d)

That the Minustry was underfunded by the Treasury as the Abuja declaranon requures that
a muumum of 15% of the navonal budget be channeled to the health sector as compared

to the current state where only 7% was channeled 10 the health sector

That as a result of the underfunding, diagnostc facilbines and equpment are not adequate
i government hospitals resuling 10 diagnosis of ilnesses being undertaken late hence

mcreased cost of treatment.

That though the Government had introduced cost shanng 1n 1ts hospitals, the costs are
sall hugh due to in-hospital costs like laboratory, x-ray etc.

That the Ministry had developed a Social Insurance Scheme which would have seen all
Kenyans accessing medical care and was in the process of rolling 1t out through NHIF
when COTU and FKE sought an injunction n court restraining the Minustry from

implementng it.

Remuneravon of health workers and distribution in the country

That the salapes and wages of government medical personnel were not as compenuove as
that paid by the pnivate sector hence lack of motivanon to do government work and the
brain drain by dissansfied personnel to other countnes like Botswana, the US and Europe
The low wages are largely due to the fact that the Permanent Salanes Review Board was
insensitve to the needs of the medical personnel especially those who are ransferred to
work outside Nawroby and have theu house allowances reduced by over Kshs. 10,000 yet

some usually have undertaken some commtments.

Infrastrucrure development
There are nadequate faciboes in hospitals and even those that have been upgraded have

not been equpped with the requisite facibties to go with it. This makes many Kenyans
secking treatment to uavel long distances to the few hospitals 1n the country which are

well cqujppcd thus incurnng more expenses.

Negative impact of Non-Communicable diseases

The country had concentrated so much on HIV/Aids, Tuberculosis and malana at the
expense of the non-communicable diseases ke cancer, diabetes and heart diseases which
were now accounting for over 50% of the deaths in the country at the moment.

That as at the month of July, 50% of the bed capacity 1n hospitals was occupied by patents
with non-commurmcable diseases which take longer to heal and require much more
resources to diagnose and ueat. There was therefore need for massive investment in the
non communicable diseases especially 1n diagnostc and treatment equpment and 1n

yrevennve care.
I

Proposed Soluuons

The following were proposed by the Misuster as solutions the Mimustries were working on to

address some of the above 1ssues



2) That the Munustry of Medical Services had prepared a cabinet memo detailng urpent measutes
that are lcquued 10 UNpIove qualuy of health care and would soon 1able 3t 1n cabinet for
adopuon These measures include improving the remuneration of medical pt‘tsnnnd

b) That the Mimstnes had proposed establishment of 2 Navonal Ambulatory and Emergency

Services which would be unp]cmcnlcd n ]')'MU]C!S]]JP with the Kenya Red C1oss, a facibry that
would ensure every health facibty 10 the country has access to an ambulance

¢) That the Minustry of Public Health had developed and rolled out on 2 pilot basis a Health

Voucher system for the undelpn\n]egcd bepinning with Kahfy County.

d) That the Government was concentraung on capitahizanon of KEMSA 1o enhance effbiciency 1n

the supply of drugs.

e) That the Government had decided to employ non medics with management skills 10 head

medical nsumauons beginmng with Jenyatta Nanonal }'lospual co as to allow doctors 10
concenuate on theur core duties and 1t was proposing 10 work with msaruons of hipher

Jearmng Lo develop tramung programs for ho&pual management

From the discussions that arose berween the Commuttee and the Murustry of baals, the following

emerped

a) Inat there was puovld communicaton O iha sublc Ly ihe Mirgenry &0 wihat mewsii s thi
(Government was undertaking to ease the burden of the high cost of medical care
b) That there was need for close collaboravon berween MPs and the Ministres cspecml]y in the
estabbshment of hospuals/mcd]mi facibuies using Consuruency Development Funds
) That the Parliamentary budget C ommuttee had 1n the budget for 2011/2012 made some
allocations to the Health sector for rec ruitment of medical prrsmmc] and for purchase ol

cancer machines and sunscreens for people with albimsm.

The Minuster for Medical Services concluded by staung the following:

3) Recommended that Social Health Insurance was the most wable solunon to making medic al
care accessible 1o al)l Kenyans and the Commuttee should lobby for its muoducton

b) Pathament could demand that the budget of the health sector be doubled, a factor thal could
rase the budget to 12% which would ard 10 employment of addysuonal medical pmscmm'l and
in purchase of equipment and therefore assist the Government to meel the requirements ol
the Abuja declaranon where 15% of the budget <hould be set aside for health services,

¢) That since, Reproducuve Health was now 2 Consututional nght, the Government would
increase 1ts mvestment in the systems and programs for Reproducnve Health.

d) That there was need for compxehcnswc development plans as M7Ps develop hospitals vsing
CDF so that the Ministry and the MPs can know 1n advance who wll pmvnie what services
or faabues.

¢) That the Government Medical fac lines had stopped waving {ees for bodies that the owners
could not pay mortuary fees and for the sick who could not alford hospital fees because the
Treasury had stopped rexmbursing the }'IDF-])IIZJ}E: the money waved

N Thatan acruanal study undertaken by Alexander Forbes on the state of NHIF had indicated
that the WNHIE was the only msurer with the infrastrucrare (O implement the social heal
neurance countrywide and that it had undertaken majot reforms which had enabled 1t be the
most effcient mmsurer an reambursing servace providers That 1t would take a person 1
conwbute only Kshs 12.000 annually 1o NHIF 10 get compirechensive Isurance as compatec

10 3 MUImnum of 1<sh 87,000 by private INsurance Companies hence viabibty ol the scheme

a()



3.18 The United States Embassy Officials, in Nairobi

On 8" September 2011 1n County Hall Parhament buddings, the Commurtee met a deleganon
from the US Embassy in Nauobs The objecuve of the meetng was to establish how the Unyted
States Government had implemented the following sssues which the Commuttee intended to

recommend for Kenya in theur report:
a) Suategic O Reserves
b) Social Welfare program for the poor
c) Disaster Risk management
d) How to deal wath cartels that may exist 1n provision of essenual commodites
e) Guaranteed Minumum Retums for farmers.

The Commuttee wanted to understand whether the United States of Amernica had legislanons
effecung some of these proposals or if 1t was just by an Executive order or 3 matter of pobcy to

establish if the same could be replicated here

The Commuttee was interested in understandmg the fol]owing 1ssues from the officials from the

US embassy:
How the USA deals with overlapping mandates across minstnes or deparuments ep.

Minustry of Special Programmes, And Lands, Internal Secunty and Agnculture.

b) How the USA manages nsks to reduce the number of casualtes dunng disasters.

<) How the USA deals with cartels in the essental goods and major sectors of the economy
and espeaally cartels, who are among the elite and linked to the pobncal class.

d) How the US government has implemented Economic samulus programs to spur the

economy
How the US government had establhished jts strategic ol reserve and the manner in which

it 1s managed
The manner 1n which the US government assists 1ts farmers to ensure the country 1s food

secure

Response by the US Embassy Officials

1) Sualegic Oil Reserves

a) The strategic ol reserves in the USA was established 1n 1975 and anchored in the Energy
Policy and Conservation Act (EPCA) with the aim of countenng severe oi supply
nterruptions which arose after the 1973/4 fuel embargo.

b) That currently, the USA held the world’s largest emergency supply of crude petroleum
and fuel facboes in five different locations wncluding in the Gulf of Mexico underground

dams beneath the surface of the earth where petroleumn 1s stored under careful

salt
the narural temperature

conditons and the pressure of the earth makes 1t leak-free and
gradient.

c) That these reserves provide a 34 day fuel supply
severe disrupoons of supply in the world market
mutigate the fuel prces.

d) That the Kenya Government could
the ennre supply chain of peuoleumn products
sector from the tendenng for bulk imports to the

to the US dunng emergency 1n case of
The reserves are however not used to

deal with the challenges in the o1l sector by reviewing
It needs to do an analysis of the energy
price at pump 1n order 10 idenafy where
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b)

b)

)

the consuaints mght be eg the sinple pipeline from Mombasa 10 Nauobs which s 2
constuant and binuts capacty espcnal!y when 1t 1s closed for repairs and maintenance
To study the enure supply chain to idenofy the vulnerabibuoes and places where the

highest costas bewng added to the fuel so as 10 address the same
Social Welfare Program 10 cater for the poor and most vulnerable

On soual welfare program, the Minustry of Gender has signed an MOU with OXFAM
and JICA that  was working well Government chould idenufy vulnerable urban
unpovt’n\h('d people who cannot manage to put 3 meal on the table and offer cash
ransfers which are more humane than food ard ravons so that the famibies can decide
how to budpet (o1 theur needs as research had shown that the cash transfers are used for
food and health care and hardly ever for Juxury

That the Government could also consider inuoduang 3 feeding program for lactanng
mothers and nfants {or nutnoonal supplements

Government ¢an also establish food stamps under income based mechamsms. These are
n form of vouchers which can be prescuied in grocery ctares and other shops 10
exchange

In Ethiopia there 1s 3 safety net program targening 8 mulbon vulnerable rural poor with

monthly cash and food uansfers. Thus 1s a muln NGO funded program

Disaster Risk Reducuon

That i the USA, there exists Federal Emergency Management Agency which deals with
disaster management. Most of these deal with communty farming, marginal agucu]t\ua]
regions, and bvestock farming under Disaster Risk Reducnon.

That the US Government has mungaton measures which are deemed safe opﬁons In case
of disaster suikes These include the use of Publc Relanons through the media to
dissemunatc informanon anc interact with the pul)hr_ on ssues of emergenaes and early
warning signs of eventuahnes. That there disaster management revolves around Planning,
]Hcpawdncss and Mibgavon 1n €3s¢ the disaster stnkes which 15 basically what [Disaster
Rack Reducoon ss all about

In order to avoid vanous Government deparumnents rephcatng projects, the related
deparunents should always work 1n haison with each other in order to keep up 10 5pt?ed

with each other’s undertakings.

Guaranteed Minimum Returns for farmers to incentivize producuon

The Government should develop an :;gn(u]mrc msurance pobey which would be vital to
take care of the G uaranteed Mimmum Rerurns {for farmers

Addisonally on GMR, the Government together with other donor ngencjrs could partner
with Kenya ."\;j‘:n_ulmr:;] Research Insutute (KARIJ) to come up with drought resistant
seeds, and seed muloplicavon of the vapous resistant vapenes

The Government musl also put senous measuares 1o curb apainst post harvest losses
which are very hugh n IKenya Storage facihues must be 1)10\'1(]:_«! i accessible areas for
farmers to store theu pzodu( ¢ and also markets be availed 10 ensure farmers pamn from
thew scoviues

Ciovernment of LS offers s farmers cubsicdhes and }Hn\‘nh't\ them with educanon and

Lrainng on modern farmung techniques and matket pooes an der for them 1o be w ell
. }_j ]
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informed of their trade. 1t 15 therefore essennal for the Kenyan Government to offer is

farmers extension services
¢) With the EA integranon and good regional planning, cereal crops should be able 10 move
freely across the region. Liberahzaton should be able 1o benefit all stakeholders instead of
exploiting Jocal producers
That Land sub division poses a big challenge to farming 1n Kenya unlike in the USA
where farming 15 done on large scale and hence 1t 15 more profitable. Land policy should
be putn place to ensure protection of mechamzed and sustamnable farming 1n Kenya.

v) Deabng with Cartels and Monopoly
a) That the issues of monopobes and obgarchies can be traced to the kind of regulabon 1n

terms of pobcies and laws that are 1n place to govern the same. In a capitabst state, there
are mechanisms to bnng equity 1n markets. The more the producers and service
providers, the better for the consumer for example the mobile telephone industry
transactions whose costs have gone down drasucally with the entry of many players to the
market. The US partcularly discourages monopoles 1 the economy 1n a bid to protect
the consumer.

They named OPEC as an example of cartels 1n the USA, considenng that OPEC has few
players who control the big o1l business. However, today the USA s focused on
diversifying to alternauve sources of fuel to avoid over reliance on fossil fuel.

The US Embassy officials concluded by stating that the USA Government uses the value
chain approach oght from producnon to consumpnon to curtail cartels and monopohes
considering that 1t 1s able 10 make every part efficient and effecove cartels and high costs
wul be nnd out. The Leader of the delegation, Mr. Whitaker promused to forward (o the
Committee a copy of then Energy Pobicy and Conservaton Act (EPCA) 1o enable the

b)

Kenyans to borrow best practce from it
3.19 The Management of Sugar Companies in Western Kenya

The Committee on Cost of Living toured the sugar comparues 1 the former Western and
Nyanza provinces respectvely. The visit came on the back drop of increase n pnces of sugar
‘almost three fold and the shortape of the commodity 1n the market. The Commuttee wanted to
estabbsh the reasons for the biang shortage of the commodity in the market, the high costs of the
same, the distnbution network of the commodity and the pnce at which the millers were selling
the product to the distributors and marketers who purchased the same. The Commuittee held
meetings with Sony Sugar Company, Muhoroni Sugar Company, Mumias Sugar Company and
Nzoia Sugar Company Limited in order to undertake a comparative study of the four companies.

3.19.1 Sony Sugar Company Limited

at

The Comrmmuittee met the management of Sony Sugar Company On Fudzy g September 2011
12 noon. The Commuttee was told the following by the management of the company

a) That Annual demand for sugar 1n Kenya 15 800,000 tons but the tora) producnoon s

570,000 tons, creanng a defiait of 230,000 tons thus Kenya is a net unporter

a) That the Company had been making losses over the years. The cumulavve loss for

2010/2011 was Ksh 816 8 nmullion which was 2 reducoon from previous years and this s

of sugar
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likely to go down even further as management were focused on turmng the company
round to profabibry

b) Tumnover has also grown steadily; 10 2010/2011 a1 was Ksh 6 rulbon and 2011/2012
could be at Ksh.8 mulbon. o

) The Company crushes 2000 tons of cane per day. 85% cane comes from farmer’s land
and 15% comes from Sony’s nucleus estates

d) Cane hectares onder nucleus estates 1s 2,080.99 and under out growers 1s 14,482 79 adding
up to 2 total to a tota) of 16,564

¢) That the company was selling sugar 10 distnbutors at Ksh 6,500 for a 50kg bag which
roughly translated 1o Ksh 130 for a kilogram and yet the same was beng sold by
supermarket chains at Ksh 210 =215 per kg This 1s despite the fact that Sony debivers
sugar 10 s wholesale distibutors’ warehouses which costs ke Ksh 2 per kilo <o there are
no tansport costs for buyers

f)  Wholesalers cannot jusufy the huge price hikes of supar

g) Thai 63% of cane pnce 1s used to pay farmers

hy  SONY supphles directly to schools and learning insorubons a5 way of cusshioning them

fram the inflated market pnces

Challenges

a) The factory machmnery 1s old and mulling technology used 15 also old and mefhoent but
plans are underway to upgrade using opumizaton to increase crushing capacity 1o
3000tons

b) Compenuvon with other hcensed mullers for raw matepal that Sony Sugar has developed
even by mllers from Nyando and Western.

) The Sugar Act s flawed and archaic and does not serve 1o protect o1 even benefit the
farmer.

d) Farmers have no access to credit and unless the Government promotes 50%, of
producnon for farmers (company financing), there would be no hope for sustainable cane
producnon. Cunrently from offening these services Sony holds Ksh 500,000 1n loans to
farmers.

¢) Thereis cane shortage in the western belt and this situanon 1s moving 1o the Nyanza Belt
This has been caused by bcensing of a number of sugar CcOmpanes like Kibos in the
Nyando belt and Butaly in Malava without the companies having developed sufhcient
cane to mull. Sony Sugar Company for example, has cufficzent cane for milling but this
could only be i the <hort run as about three companies have been Lcensed in the region
which have not developed their cane namely Trans Mara, Ndhiwa and Sukan

f) The issue of zoning 15 also 2 big challenge because Millers’ raw matenal 15 not p:meucd
by the Act

g) COMESA region is also expenencing sugar shortapes.

hy Land cubdivision has affected cane farming 1n the region as p(‘(:plc were dividing theu

-

lands for setdement purposes affecung productuvity of theu farms

1) That Sony suppbes only 20% of the Kenyan market with supar while Mupuas Sugar
cerves 50% of the market thus, the shortage could be attbuted to the dlosure of Murmuas
Supar Company for mamtenance ltis therefore paramount o1 the Kenva Supar Board

(J<SB) 1o ensure Muimnas Supar Company has enouph cane at all umes
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KSB bas not done its job of secunng the borders to momitor what comes 1 and what
goes out to cusb egal uimports and exports. As 3 result, sugar legally comes into the

Country and leaves the Country through our porous borders

1)

Proposed soluuons

The management of Sony Suga: Company Limited proposed that the Commuttee takes up the
folowing to ensure the stabibty of the sugar industry in Kenya:

a) JKSB must ensure they gve licenses to mullers who have developed enough sugarcane (o
mull only.
b) There s need to review the Sugar Act and especially the role of the KSB to ensure they

play theu proper regulatory role and restore stability 1n the sector.
KSB needs to look at the value chain of sugar producbon and idenufy gaps and put

c)

Mitgaton measures.

3.19.2 Muhorom Sugar Company

The Commuttee toured Muhorons Supar Company on Fnday 9” September, and held a

a)
meenng with its management on the Board room from 4.00 pm. The Commuttee heard
the followang regarding the 1ssves it had raised which are bsted above:

b) That Muhorons Sugar Company was incorporated 1n 1964 and started operanons in
1966.

0) The Company was put under receivership in the year 2000 after a debt owed to NBIK.

d) The Company covers around 10,000 farmers and four districts, Nyando, Nand South,
Kencho and Kjsumu

€) The current management is the 2™ group of receiver managers who came into office in
2005.

f) The 1avo of tones of cane mulled o tons of sugar produced s high because of

operanonal mnefhicences and poor sugar vanenes hence the high cost of the sugar.
From Apnl to August, the factory had been operating losses and was operating at 20%

g)
capaaty then.
h) That Muhoroni only had a market share of 6.8% of the country

Distribution

The following are some of the distnbutors who buy sugar from Muhoron and all of them usually
come for the sugar themselves from the factory saving the company of transportaton costs:
Nakumatt, Uchumi, Nawvas, Yatn, Ukwala, Gilanis, Eldo supermarket, Shivhing, BN kotecha,

Pramukh and Kipchimchum enterpnses among others.

Why the current shortage’

a) Shortage of cane
b) Commussioning new sugar mulls 1n Western Kenya (Butab) and Nyando Sugar Belt

(Iubos) wathout adequate cane development
¢) Absence of legislavon on zoning thus allowing new mullers to poach cane
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d)

The company supp

As a result, the factory 1s receiving about 400 tons of cane only 1 a day yetn has a
capacity 10 process 2.000 1ons a day making 1t to work about rwo 1o 3 days a week only
Unethical compenpon from certamn companies which increase cane prces 1o non-viable
levels yet they do not have any major ;nvestments like cane development Some
cormparnies had increased the puce payd per ton from 2,850 shillings i July, 2010 10 4,000

in August, 2011 without any fundamentals informing the increase.

That new comparues are shying away {rom development of cane because 1t costs about

140.000 to develop an hectare of cane which 1s an expensive

The companies are NOwW harvesung and crushing cane before 1its manunty e.g. upto 13
months old cane thus harvesung more cane 10 crush the same sucrose content

orts the farmers with inputs (o grow canc but the farmers sell the cane
10 other comparues hence Josses to the government

That the Company had decided to be accumulanng cane and only mulling for rwo days 1n
2 week hence resorung to laying off casua) workers because of reduced workload since

/‘\pnl 2011 and contunbunng 1o unemploymentin the area.

That the Company had npphed for a Joan from the KSB for development of cane in the

Miwang zone after collapse of Mywans Supar Company

1 v 1
:“".Ff‘ i (llg':l! wiac the rane shoriage s ihe COUNRITY

((m])h:d with closure of companes {or annual maintenance cspeclally closure of Mumias

Thar the mape coninbeios 10 the hagh

Sugar company which had the largest share of the market
That the company further had ineffioent and aging equipment thus contnbunng to the
high cost of producnon
That Ibos Sugar Company was established 1in 2007 and developed a weighbndpe 1in the
Muhoron zone in 2008 against which Muhoron protested. 1t was given a license for
milling 500-800 tons a day but were now mulling up to 1500 tons a day yet 1t does not

have cane

The management of Muhorom proposcd the following as some recommendauons that the

Commuttee could take up:

a)

Mandatory closure of all the mills 1n the Nyando zone {or three months to allow cane to
grow and mature. Dunng this penod, the mulls and KSB should device and implement
comprehensive cane development plans and KSB through the Supar Development Levy

should cover the costs of maintaining the closed factory

Z.oning so that whoever 1s interested in crushing cane develops the cane hamself

Intioducnon of suitable cane vapeues in the Nyando belt by Kenya Sugar Research

Foundauon (KESREF)

Review the draft Sugar regulavons and pazette them 10 enforce zonng and beensing of
new factones
Accelerate povanzatuon of Government owned sugar mills 1n order to et new mpna] and
technology to support capacty expansion, modermzavon and diversificatnon

Promote and prowvide for inganon in the Nyando sugar belt
The condinon for a heense must be enforced stncly so that before a bcense 1s issued, the

Companies should have a comprehensive program of cane development

The Commutiee Members sought clanficanons on the following

What other cost cutung measures 1f any, the Company had putan place-
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u) Whether or not they had knowledge of existence of cartels 1n the sugar sector and if so
who these cartels were and whether this was a cyclical problem coming only before

elecnons

Response by Management of Muhorons

1).- Thatandeed, there were sugar shortages 1n 2007 which resulted in the government fixing
poce of sugar sold by povernment mullers.

u) That there were some forward purchases where if companes have a feeling that sugar
poce will decrease, 1t negonates with a distmbutor to sell to 1t sugar which it intends to
produce for a while.

That the endgame of the few mullers setting up plants wathout cane development s to
ensure that the companues collapse and they purchase them cheaply after which farmers
will be held at ransom as they wall not have a place/factory to deliver their cane and thus

cane poce will be at a very low pnce.

w)

3.19.3 Mumias Sugar Company

On Saturday, 10” September 2011, the Commuttee held 2 meetng with the management of
Mumuas Sugar Company n the Company’s Board Room. The Comumuttee was informed as
follows:
That the factory has a capacity of 79,000 metnc tons and can crash 8,700 tons per day, the
factory has a Product capaaty of 300 tons per day and its 1deal acreage would be 67,000
hectares.

u) That sugar imports have gradually increased over the years.
That this year, due to high internatonal puces, there had been a shortage of 140,000 tons

of the expected imports.
There had also been a shortage of sugar worldwide of up to 7mullion tons because most
of the cane was converted into ethanol due to the high fuel costs tnggered by the Middle

Eastern uniest which caused imports defiat.
v) That Kenya Sugar Board has been beensing Sugar Millers who do not have enough or

have not developed any cane of thex own.

Harvesung of younger cane also contnbutes to the shortage as there 1s less recovery

dunng processing (less sucrose content from younger cane)

That the Company lost 10,000 hectares to maize farming and other purposes which were

more lucranve and fetching more money for the farmers.

viw) Land sub divisions 1n Kenya continue to rob industnes of land that can be used for
mecharuzed farming. There 15 a pobicy, the world over on land for cash crops where large
trucks of land are set aside for cash crop farmung and this allows for economies of scale
which should be implemented in Kenya

ix) There 15 need for repeal of the Sugar Act and also for substantve consultanve meenng
with all the industry stakeholders to map out new legislanon to govern the sugar industry

x) KSB should be managed by professionals with experose. The current board needs to be

reconstoruted and replaced as many lack experose 1n SURar matters

x1) Zonunp should be done on all the supar plantavons and regions and should be 1denvhed
g Bl | g

by the size of plantanons
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xu) Prvanzauon of state owned corporanons could help cut out and manage the 1ssue of
cartels

xw) There 1s need for estabhshment of hght ralway throughout the sugar plantavons 1o cut
out the high cost of uansportanon of cane.

xiv) That the Company had diversifbed 1ts products and previously, it used to process 100,000
metnc tons of molasses and sell to organmizapons but 1t had now developed theu own
plant.

xw) A feaabibry study conducted <howed that the soils are 100 acidic hence low producowity
To reverse thus, the Company had embarked on a grand project of about 3 bilbon 10
purchase dairy cattle for farmers whose manure could be used 1n the farms to reduce
ac)diry and a1 the same ume dairy farmuing to subsutute farmer’s income

xwi) That the Company has 745 total customers and 30 of them account for 90% of the
turnover The poce at which Murmias was selling sugar to distnbutors was Ksh 6,250 for a
50kg bag amounung to Ksh 125 per kalogram

xvy) That Mumias Sugar Company had embarked on a program of selling sugar to farmers o

the cone ducciy ai Kigh 120 per kalopram thue cuchioning them against exploitanon by

corailae
TEroLners

3.19.4 Nzoia Sugar Company

On 10" September 2011 1n the afteroon, the Commuttee met the management of Nzoia Sugar Co
Jtd n Nzoia Sugar Board Room. The Commuttee heard the following from the management
) That the company was closed for annual maintenance dunng which the company soupht
1o invest Ksh 800 malbon to umprove its efficency
) That the Company was hughly bquid and had paid all its farmers exceptots outstanding
debt to Kenya Sugar Board which they were now repaying
w) The Company has an Installed capacity of 3,000 tons per day however 1t has not been
able 10 operate at opumal Jevel because of ineffbaencies only managing 2,700 tons a day
w) The company produces an average of 600,000 tons of cane a year and 65,000 tons of
supar a year and has 3 Nucleus of 20% and Out-grower base of 80% and further that
mature cane when 1t re-opens (end of October), will be approximately 180,000 1ones.

The Computiee heard that the Challenges facing the sector are;

«  Failuse by regulator to control the sector.

+ Lack of zomng in the sugas belts.

» Licensing of new sugar compares in an atbitrary manner. A feasibiity study was not
done to estabbsh the adequacy of raw matenals. This has led to poaching of cane by the
new comparues leading to unhealthy compennon in the sector.

+  The Cost of producoon is high because imputs which are imposted are expensive thus
hugh umport costs which has been exacerbated by the falling value of the Kenya shilling
]t‘adjﬂli', 48] hUH(’ fl![(’)ﬁ 1(55‘-('5

. Nonavalabibry of sugar within the COMIESA region and defrat of the commodiry in the
mawn world sugar producers Like India and Brazd

«  Aping machinery and equpment The company wishes to rehabiitate the mulhing

imachmes which started its operavons in 1978 bur have detenorated due 1o age
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The Comumuttee further heard that in January 2011there was enough sugar in the market
because of compeovon for raw matenals as sugar was retathing at I<shs. 3,500 per bag but
by September 2011sugar poces had nsen 10 Kshs. 6,000 and some companies sold Sugar

at )<sh 8, 500 for a 50kg bap

The Commuttee established that;

L]

The Company has a secton on Out-grower insotubons that are supposed to support
farmers in growang of cane and cane development.-The out-grower mnsttutons are
operating like tade uruons and are collectung fees

The weighing of cane at farm gates 15 not viable especially wath small scale farmers

The Act provides for a 40 km radius on zoning between one factory and another factory
but this has been interpreted to mean the maximum distance, thus the mumum 1s not
defined allowing companies to sprout.

A condinon of bcensing that a muller must have adequate cane before it1s licensed 15 not
being followed to the latter resulang into the lack of adequate raw matenal Some millers
obtan mulling bcenses through fraud by pretending they requure to mull 500 tons a day but
end up mulling over 1,500 tons a day hike Kibos Sugar factory.

Some mullers are encouraging farmers to use organic ferulizer ke manure and flter mart

i place of morganic fernhizer
There 1s no pre-buying of sugar from the factory by suppliers and the company only sells

what it produces.

It was recommended that;

If the government s 1o get value for money from the factones it intends to pnvatze, then
acoon should be taken to protect the catchment areas — where cane is produced and

povanzaton of the Company be expedited.
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4.0 FINDINGS FROM PUBLIC HEARINGS

The Committee held 3 1otal 20 public heanngs around the Country and made vanied discoveries
and findings that are contnbuting to the hugh cost of bving. Below 1s 3 summary of the indings

from each of the places the Committee visited

4.0.1 Kibera Pubbc Heanng

The Commuttee held the fust public heanng in K bera AlC Church on 25" May 2011, A to1a) ol
34 people who compnsed of slum dwellers, Jua kab arusans, small scale uaders, unemployed
youths, retrees, food vendors, representauves from Non Governmenta] Organzauons, and
employees who work 1n the industnes sirvated 1n the Nauobs Industnal area gave thewr views on
what they felt was the cause of the nsing inflavon and high cost of bving The Commttee

encouraged the parvapants to offer tecommendanons as they advanced the p:r)hi(’ms

The commuttee heard that

| Salapes and wages of a majouty of the slum dwellers was very low (up-to less than 3
dollar ner dav) which was not commensurate with theu producowviry

1 The cost ot educauon s sall hoph despite free primary and secondary educanon and
parents were not able afford to take theu children 1o school resulung 10 high school
dropouts 1n [ibera and hence to the cycle of poverty

1w The cost of health is high and not accessible 10 2 majonty of the slum dwellers mncluding
1N government hospials ke Kenyatta Navonal Hospital

v The pnces of basic commodines especally food and kerosene have conunued 1o
skyrockert coupled with the high unemployment rate among the youth

v The large cabmnet was contnbuting 1o the high cost of bving and the salanes pad 1o
Members of Parhament(MPs) were very high and further that a ot of povernument
revenues 1s used by MPs and cabinet munusters in unnecessary foreign uavel

Vi A ught ciitena s used for quabbcavon of both the youth and, women and disabled
persons 1o access the Youth Enterpnse Fund, Women Funds and other funds set aside 1o
support them resulung to most of the needy people faling to secure the funds And
further that Kaz) Kwa Vijana programme 1s not benefaal to the youth as a majonty of
them are never pad.

v, The Country lacks a comprehensive food secunty polcy.

viw  Corrupnon and nepotism s nfe 1 organizatons especially on employment hence so
many qua]nﬁmi youths are jobless

% Pubbic procurement is favonng the nch as purchasing of tender documents 1s expensive
and the fees 1s normally non refundable this 15 meant to be a detractor 10 would be
tenderers’.

x Transport costs and electnary cost s hugh thus discourapging youth and women from
doing business and conastent pnce flucruatons of commodiues and the lack of market
for locally made products are the factors discouragng young people from ventuning o
business

% That most industoes 1n the Nauoby mndustnal area (rmostly owned by Indiani) where most ol
the Kibera people worked as casuals exploned them and they had no means of recourse
For example, some comparues were pol prowviding the workers with protecove clothing
eXposIng them to substances thatr were mnjunous 1o health That many people had as a

result suffered stranpe diseases and some even died 10 the industnes but no acuon was
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taken by the Government or COTU that represents the workers even when the relevant

bodies are nonfed.

From the discussions, the following suggesuons were proposed by the public; that

1

Vi,

Vi

Vi,

1X.

4.0.2

The Government should establish polytechrucs 1n urban slum aress to tramn school drop

outs on vocanonal skills
The Government should introduce social safety nets to cushion the poor from the high

cost of iving by removing taxes on kerosene
The Government should develop dams 1 dry areas and use the water for Urganon so as

to ensure food secunty
The Government should subsidize farmers with seeds and ferulizers to ensure farmers

produce enough for the entire country

The cabinet should be tnmmed to 24 munistoes to reduce cost of runmng government
and the salanes of MPs should be reduced by at least 50% and they should pay taxes on
theur salanes and allowances to help the exchequer deal with the hugh level of inflavon
Further that parhament should minimize and reduce foreign uavel by MPs and cabinet

mirusters.
Government should establish o1l reserves to cushion the consumers and reduce the poces

of basic Commodines like flour and sugar by half or faciitate waders to sell the
commodites at a subsidized poce to the urban poor.
Relax condibons on Women and Youth Funds to enable the targeted groups to benefit

from the funds
Review the Procurement laws to enable the poor to parnapate in tenders below a certain

amount
Introduction of a subsidized pubbc transport system to reduce cost of transportagon

Introduction of poce controls on basic commodites to cushion the poor apainst the

nsing cost of living.
There 1s need to review the country’s entire regune of Labour laws 1n order to protect the

low cadre employees especially casuals from exploitabon by employers.

Eldoret Public Hearing

The Commuttee held a public heanng 1n Eldoret on Frday, 27* May, 2011 at the Municipal

Councl Hall from 12 noon. The Committee was targetung grain farmers in order to understand
why the cost of maize and maize flour had gone so high. The Commuttee sought to know the

following from the people of Eldoret.

)

Whether the fanners had enough maize which they could be hoarding to create arofcial

shortages

At what poce the farmers were selling theurr maize

Availlabibty of farm mnputs m tme for farming and whether the government was downg
enough for the farmers in ths area

Whether the farmers had incentves to grow maize

The implicatons of the hugh cost of bving on other sectors other than farming

The challenges the people were facing in thewr daiy Lfe acovines
The probable measures the povernment can take 1o reduce the burden of the high cost of

biving on the people

51



The paroapants (msed the following 1ssues as among those affecunp them which the Commmtiee

should brng to the attenuon of Government

2)

Exstence of cartels 10 the grain sector which were contnbuung to the shornape of
{ernlze: and seeds dunng planting nme and even at the NCPB where some farmeis could
not sell theur mauze to the NCPB on gnnmds of high moisture

Lack of maze. The farmers mnsisted that they do not have any extra maize In Eldoret
which could be sold on a commercial basis as whatever they had was for domesuoc
consumpuon.

Inefbaencies at the Kenya Seed Company Lamited which led to unavailability of seeds
dunng planung season and the suppht’d seeds being those of low quah(y and a breed
{armers were not used to thus farmers shunned them

Ineffaencies and pmhabic corrupton al the NCPB in the supply of fernlizer where
{asmers could not access the cubsidized fernlizer in ume even after paying, for 1t

Poor plannung by the Minsury of Agnculture and 1ts parastatals such that the Mirustury

could not project how much maize 1s lcqm}ud in a year and what quanuty should be

pmdmcd locally so as to make certain key pubcy decssions ke how much seeds should
be F_.r;,_i»y{u-_l and hnw mnch <hnuld be piven to NCPDB to puichase muice (1uin farimais
during harvest.

Lack of Extension services leading 1o farmers Jearning from expenence

[.ack of support after harvest ume so that farmers ended up seling theur maize very
cheaply and later on buymnp it for consumpnon at a very high pnce

Discouragement {rom stonng maize at NCPB stores by the Warehouse receipung System
thus increasing post harvest losses

The cost of maze in Eldoret was so high and was now retatling at Ksh. 105 for the two
kilogram tin thus beyond the reach of many Kenyans

The cost of transportanon was so high yet NCPB demanded that farmers transport theu
produce 1o Jts depot

Members of Pathament are not paying taxes on their salanes

Poor polmcai Jeadershup contnbutng to the huph cost of iving

The following were proposed as some of the measures that should be smp]cmcmed to ease this

burden

)

\
o)

Suffiaenty fund the NCPB to be able to supply all the farmers with subsidized fernbzer
before the planung season and with enough money 10 buy excess maize from farmers at
harvest ime to cushion the farmers {rom losses that may apse.

Review the Warehouse Receipting System muoduced by the NCPB as 1t was nol
benehcia) 1o the small sc ale farmer

Inuoduce NCPB buywng centers as was the case before to save the farmers the high
Unn_\portnuon COSts

Fetablish dams n Uasin Gishu County and the other gramn growing areas (o avord rebance
on ungavon agn(u]mrc

The Kenya Seed company should plan pn)lwlly <o 3s 1o have sufficient ceeds of a pood

quality for the whaole counuy
The Government should develop a Guarantecd Myumum Rerurn scheme 1o ensure that
!Ai’!”['l.‘. are ceitam «n l}\!: fllﬂl.‘rl)l'l! i\l ”]()1'}('\" [i"l(‘\‘ \\’l” Il“t'l {J()”'\ th(fll p[('lll!(t

The Government <hould inuoduce Extension services 1o educate and sensinze farmer:

on .i]"ll',ll(‘rpllll[f :l’g]l( n]r\uu{ i‘!ﬁ( uees 1o maxyumize Pl(ni'.l{ oviry ‘?{ l;«”l(i
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h) The NCPB should assist farmers after harvest by availing theur drying bays for farmers 10
dry theu produce at a subsidized cost

1) The Government should give some autonomy to the NCPB to determine the puces it
sets for grans so as 1o ensure thatit effecuvely competes with commercial traders so as 1o

protect the farmers from exploitaton
1) The Government should support reviving of the Kenya Farmers Assocanon as it played

a great role in the business of farming
k) The Government should cancel the Joans owed by the farmers who lost theu crops
dunng post elecoon violence to the Agncultural Finance Corporanon (AFC)

4.0.3 Kitale Public Hearing
On 28% May 2011 the Commutiee held a public heanng 1n Kitale Municipal Hall where 1t had an
opporturuty to interact with farmers from the North Rift and western regions. A total of

approximately 200 farmers attended the hcanng.

The comnuttee heard the foUr.mnng

=T R, O

0)

The number of disabled people 1n the town had increased due to high cost of living. What
were the pohcies to protect the disabled people against hards}ups;

The Government extension officers are not working and are not carrying out their mandate
of advising farmers

Farmers planted earler 1n the season with a promuse of purchasing fertlizer from the
Navonal Cereals and Produce Board (NCPD) however upon reaching the coocal stage the
Board failed to provide the ferulizer to farmers despite them having paid for the ferulizer.
NCPB no longer has buying centers and yet small scale farmers cannot afford to transport

maize (0 the NCPB Stores.
There are cartels from the muinustry of agnculture and NCPB who are colluding wath

mddlemen to buy maize from farmers at lower poces then selhnp to the NCPB; the NCPB
has inuoduced very stnct condinons for buying maize from small scale farmers and yet the
conditons are less ght to muddlermen on the same maize. Further that Asians are exploiting
the common people; For mnstance, P.H. Turner Ltd a trader in Kitale buys ferahizer from the
NCPB, re-packages it and sells to farmers expensively, MEA Ltd 1s also doing the same thing,
People have land but cannot qualify for loans because they do not have ttle deeds

Paraffin s very expensive yet it 15 the most commonly used source of fuel

Insecunty s rampant due to poverty, causing nse 1n cnme and expansion of slum dwellers
Equity bank 1s practicing discnmination when disbursing loans to small farmers by favoring

one Communty
leaders are using planes and helicopters when traveling around the country while people are

Slarvmg
Ferulhzer and other farm Inputs are expensive and not easdy available to farmers

Minsstry of Special Programmes 15 rampant with corruption and files of post electon violence
vicams have disappeared 1o ensure affected people don’t get jusuce

Poor leadership and corrupnon at Kitale County Council in the tendenng system whach never

benefts the locals
Poor 10ad nerwork because of lack of accountabibty from people commussioned to develop

infrastrucrure in the area
Lack of a land policy and sub division of Jand 1s affecong food producoon
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The plenary discussions resulted 1n supgesoons that,

) That the Government should be able 1o regulate the pnce of essenval commodives.

b) Banks should treat all people equal and afford them loan services against thewr farm produce

¢) There s need to establish a Factory 1o nignufacrure Ferulizers and mapure Jocally 1o reduce
cost of producoon

d) There needs 10 be commurcaton and incusion of stakeholders 1 government decisions
espeaally farmers

¢) Re-inuoduce buying cenues (o1 NCPB to collect harvests from farmers at the farms

N NCPB should offer post harvest services 10 (armers even at a cost € g drying of pramn

) Government should intervene to protect farmers {om cartels in the industry including supar

imduostry.
h) The land pl)]l(y should be unplcmt‘mt*d

404 Kisumu Pubbc Heanng

o i %
The Commuttee held a pubht heanng in 1< sumu at the Muncipal Hall on 30" May 2011 where a
number ol KusumMu residenis COMpILE of wader< farmers, bshermen and the unemployed
youth trom the parucipants gave yen views on what they foly wwac the canee nf the nang inflanon

and }‘.;‘h soet +f lannn The Commartee #ne ~yraoed the P:””r|r\gnr< te olrer rerAmmendannne a<
poh coct of Inng S ne L SEEE L gplEalhig i lat

they advanc ed the prr)hlems and the following was discussed:

The comnutiee heard that

a) The cost of transport and essential commodiues are high and coupled with the high poverty
rate, this has caused hagh rates of divorce, swmaide, prosbrunon and school drop outs cases

b) The Government <should consider reduaing pnoces of essennal food commodites (subsidize
essental food) dunng the hard nmes 1o help the common man

¢) The problem of hyacnth has derved the locals 1n Jasumu a source of lnaing for a Jong ume
since it has made hishing which 15 the mam economic acovty unposmb]r

d) That cotton pmducmm was destroyed in Nyanza 10 deny the Jocals [rom having a cash crop

¢) Members of Parliament should consider reduang, their salanes or allow all theu incomes 10 be
paJd

N Mmnunum wage for workers 1s 100 low and the mumstry of labour has {aded 10 intervene

g The farmune has aggxavated the siruavon of the HIV nfected people to the extent that they do
not take ARVs as they cannot afford good food to accompany the drugs.

h) Taxes are penerally very huph and that small ccale traders feel exploned by this.

Upon delberations the following rec ommendapons were pmp()scd‘

a) That Government should ]m_wulc farmers with seeds and other {arm nputs to make them
celf suffbcient and encouage farnung

by That Government should re introduce extension officers to educate farmers on farmung
methods to ncrease ouput

¢) That povernment <hould be able 10 pnionuze needs of the people eg wnstead of giving
MOosquito Nets, people should be piven food

d) That Government should address the issue of 1DPsan K sumu and resetde them like they are
domng n:\‘x:r)f\\*hﬂn‘ elec 1in Kenya

e) That Navonal Muling Corporauon should be 1t vived 1o ensure affordable llour ]unnln( 15 are

available 10 the common persons This will protect consumers from explonanon by private

mullers



g)

h)

That government should put in place alternatve measures Lke ungatoon as there 15 no

consistent rainfall 1n the country
That Government funds should be made available to the locals without such sungent

measures.
That government should build infrastrucrure especially access r0ads to enable food reach and

areas.

4.0.5  Ahero Public Hearing
The commuttee held a publc hearmg n Ahero Trading Center on 30" May 2011 and met wath

nce farmers, maize farmers, small scale traders, unemployed youth and the general public The
Commuttee had targeted nce farmers to establish the status of nce producoon and the cost of the

same. The commuttee heard that;

a)
b)

)

Prices of the basic commodites are caused by poor government polbces.
The 1ssue of food needs very serous attenton to avoid total collapse of food system 1n a

month's nme.
The essennal medicine 1n government hospital s pe

are exploinng the poor Kenyans.

Navonal lingavon Boards charging farmers Kshs. 3,500/-
at low poces. Water needs to be pumped to Siany Board to expand nice producton since the

rpetually inadequate thus povate hospitals

acre and nce sold to government

area has capaaty.
The shortage of agncultural inputs such as seeds is a ma
Cereal seeds (maize and nce) should have their poces regulated. Therefore, the Government

should put up seed shops 1n all strategic parts of the country to make seed mnputs avallable to

jor contnbutor of maize shortage.

farmers.
The government should come up with a proper irngation field policy so that the nce felds

should be used to plant other crops ahead of the next nce plantng season . This will avoid
the lands lying idle

The proposed sugar industry povatization of Muhoroni and Chemelil sugar factones s taking
too long and poces keep on varying. Government should move with speed to pavanze and

keep pnces standard.
Land subdivision ]eadmg to poor agncultural

mechanize.
Generators should be given to farmers to be able to pump water for i.ujgarjon SO as to grow

vegetables, tomatoes, and other crops such as maize to evade the perperual crop failure due to
drought.
The government should mnvestigate, by use of experts, prces and implement regulation of

poces and possibly form price contol Regulabon Commussion.
The government should shield the aged people from the Lismg cost of hvmg by givang them

practices and low yields due to inzbihry to

food and welfare upkeep
The government should consider removing rwtion money for school gong children to help

the poor Kenyan retain theurr chidren 1n school In addibon, school feeding programme

should be started 1o help children 1n school, to avoid mass drop outs
The povernment should give subsidies to nce farmers and help support them to purchase

farm mnputs
The Government should put up a warehouse to store nce when there 15 2 bumper harvest 1o

curb losses to farmers



o) CDF bursary s abused The morues should better be channeled through schools who know
the needy students

p) Government should train women and youth on the best ways to use Women and Youth
Fund to avoid misuse .

q) There 1s a problem of lack of markets for nce dunng harvesung the season. Government
<hould ensure that farmers get adequate market to avoid such Josses.

1) Many farmers do not have ttle deeds. Lack of oue deeds 1s hindering farmers from takang
bank loans using then land as secunty. Tide deeds should be 1ssued immediately

s) lack of coordinanon i government thus causing confusion to the public on issues e.p food

and o1l prices

4.0.6 Nyen pubbc heanng

On 24" June 2011, the commuttee held a publc hearning 1n Nyen at the Provincial Headquarters
and a total of 250 people who compnsed of business waders, coffee and tea farmers, youths,
reurees, cival servants and others attended the meeung The meeung comaided with the budger
heasrngs that the Parbamentary Budget Computtee was undertaking 1n comphbance with Arncle
29y of the Consnmnen of Kenya, 20 N

The Comumuttee heard the following,

2) That according to the Maputo declaravon, the Government should ensure that at Jeast
15% of 11s Nanonal budget goes to support ugricu]rural services. This should be done 10
avoid dependence on food imports.

b) That there was no dialysis equipment 1n the county hospitals yet machines only cost 3
4rmillion. Hospials were pot well equipped so sick people have to travel far 1o seek
medical attennon. That n addivon, health care was expensive and government should
reduce costs 1n government hospitals.

) That the cost of flour had psen so hgh and was trading st Ksh.150 which wat
unprecedcmcd.

d) That fuel pnices especially that of diese) had also gone up yet there was no provision of
nput subsidy for farmers.

¢) The government should increase budget allocavon to agnculture and espeaially focus on
irongaton schemes and dams as there was need to unpate the region.

) Corrupton was rampant as supphers of services fleece the Government as they charge
oo hugh. For example, construcuon of 1km of road costs 80milbon instead of 26mulbion
as 1n other countues,

p) There was no clear move by Government to move to green encrgy €.g. solar, wind and
lowenng fossi fuel consumpnon

h) That zero raung grains did not assist the poor, 1l only helped the cartels becavse 11t did not
help protect the local farmer from cheap ynmports

) That there were cartels 1n the sugar industry which were fueling the high cost of supgar

) That hugh cost of nputs results 10 high output costs. Rwanda for example zero rated cos
of uactors, yet in Kenya there has been no lowenng ol input costs

kY On shareholding of cooperabve soaencs, (armers were not the big shareholders, <o the
farmers have no say in the deosions of these cooprranves, € KPCU, KCC, Cooperauve
Bank cic

b [here was often late release of funds to munisues by the Tiecasury such that mustc:

end up rerurung the money because atas lh'lazluheci late
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4.0.7

More cash districts have been created to ensure money 1s given for the aged

Fstablsh Guaranteed Minumum  Rerurns for [armers to ensure that the farmer 1s
guammccd an irreducible amount against all odds [or theu crops

Government needs to protect its farmers from internatonal umports. This for all types of
farmers espeaially in crops with comparapve advantage to Kenya

it beers should be taxed so that they can be more expensive and not very affordable to
the youth

Young people should take personal responsibibity snd take decsions that are not harmful

1o them

Embu Pubbe Heanng

The commuttee held a public heanng n FEmbu County Council Hall on Saturday, 257 June 2011

from 10 am. A total of 100 people who compnsed ol business taders, youths, cvil servanis,

opon leaders and the 1;(’11(‘13] publbic pave theur views on what they felt was the cause of the

nsing inflavon and hugh cost of bving The paruapants rassed the following issues

a)
h

’

b bacl :;!’ “_.llu-n {nrtmrmec 1 the ronnty
H33H ggrones @I thecounly

Jo A B "

That there wiac a nrahlem o hl)!ﬂgﬂ \\n‘r“lfp ranflie ﬂl.'I'\f'J'l’J”\J neaqr N ]'(ﬂr‘\\l'! and
LIS S RO 6§ Lo fa 7 PRt H ] JELA TR AR 55 A0 crpocaldy LiAs S et

A f X PP S e L | o~
Thiat L\J”l( :Al]unhn i ihe atca was nff.\.Cd

Njukin forest areas whereby wildlife especally monkeys had invaded / desuoyed farmers’
cops There only exists compensatuon for human deaths and njunes but the Wildhfe Act
does not cover crops desu oyed by wildlife. There needs to be a pobicy framework to deal
with crop damage

That the exchange of the Kenya shiling agamnst the US dollar was very weak making
pnces of products very hiph. This had caused a pse 1 the cost of iving,

That through the economic sumulus programme (ESP) fish farming was estabbshed in
the area but the problem was lack of water storage tanks and {ish feed manufactunng
plants. There was also need to construct cold storage facithnes and provide markets for
the farmers to sell thewr Hsh.

That Embu Distnct faces a challenge of hostunp one of the largest slums in the Country.
The Minustry of Speaial Programimes had not acted on requests 1o supply rehief food to
the poor-urban slum dwellers

That land sub-division and conversion of agnculrura) land 1o real estate and commercial
use without due regard to agucu]nual producton was also a problem contnbunng to food
Insecuriry

That there was a big gap between the nich and the poor and the people were challenging
the research that named Embu the nchest County thus reducing the devolved funds
allocated to the region.

That vouth unemployment was a bip problem because such youths have lost hope and
confidence in Government.

That there was lack of facibves for pramn storage especially maize which results 1in post
harvest Josses thiough aflatoxins. There was need for warehouses / NCPB depots 10 be
established in Runyenjes rsp{'u:;l_ly at Upwen areas

That the nse in fuel pnices had caused the pnces of commodines to also skyrocket

That there was enough food harvest but there were no ready matkets for farmers 1o sell
their produc

That all MPs and consutunonal office holders must psy their taxes The salanes of M1

need 10 be ddashed as it was too mu h

m) That the cost of elecnary in the C ountry was tco hr:.‘h and <hould bhe teduced
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p)

4.0.8

That there was need for an agoculrural policy to have 10% of agncultural land be put

under tree planung
That people 1n the rural areas were so poor, families have no lands to farm and engage 1n

ibcit alcohol brewing, and engaging 1n careless sex and end up conuacung HIV/AIDS,
and unwanted pregnancies.

That the Country was expenencing shortages 1n rainfall and therefore
should establish ungavon projects to- ensure sustainable farming and also to buld

strategic food reserves to cover supply shortages.
That issuance of farm inputs was often delayed leading to low yields, and so this should

be improved so that farmers get mnputs on tme and at subsidized pnces.

That there was no Government cash transfer program in the area for the elderly and this
should therefore be introduced.

That Government should regulate the pnces of basic commodities including fuel.

That the cost of healthcare was very high in the area and the cost of drugs and card fees

(Ksh.50) was also high. Government should supply Jow cost medicine as the povately

owned chenusts are exploiting consumers.
That Government 1n partncxs]‘up with KARI should work to develop more resistant

strains of seed to beat drought and crop pests.
That there were many unemployed youths who were 1dle 1n the area and were engaged 1n

Government

alcoholism and drug abuse.

Meru Pubbc Heanng

On that afternoon of 25" June 2011, the Comnutiee conducted a pubhc heaning 1n Meru County
Counci) Hall and approxamately 200 farmers, urban dwellers, retirees, youths, women, small scale

traders and the gencral public attended the event.

The parncipants mnformed the Comumuttee as follows; that

1

The Government should have a plarming system to support the agucu]lural sector so that
the kind of farming being done 1n the country can be remvented nto large scale from

subsidiary farmuing so as it becomes beneficial to the economy.
The cost of farm inputs e.g. feruhzer, machinery and seeds are hugh and further that seeds

are of poor quality, and there are no storage facibnes to support farmers dunng harvest.
There should be investments in 1ngaton schemes which will go a long way N ensurng
high food production all year round

That loan facilities to farmers are provided through government funds but no educaton 1s
done for the borrowers to ensure they are able to manage the money and be able to pay
back. That access to the numerous targeted government funds 1s difficult due to stnngent

requirements and when it is availed 1t 1s too btde to help

Pension is too little to benefit the retirees most of who have no any other means of
survival.

Rise 1n crime in the area due to nsing poverty levels and youth unemployment.

There 15 nadequate rainfall which has inter aha affected the dawy farmung as rmulk
producton from cattle 1s down by over 50%

The cost of essential commodites is too hugh. Tkg maize 15 Ksh 20, Seeds are Ksh.170 pe:
kg, and 1kg unga 1s 1<sh.75. lrregular increase of commodity pnices should be checked 1o
stop manufacturers from exploiang consumers; Government systems are not effecove,
Jaws are not bemng followed Government should regulate the market to ensure the
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consumer 15 not exploied by cartels as lberahized markets were nepaovely alfecung the
Jocal producer, farmer and consumer

9  The cost of health care 15 too hugh and drugs are also very expensive and not readily
available 1n government hospitals

10. Taxes are hugh and are charged even to small scale traders and to the very elderly people
yet MPs do not pay taxes on all their incomes In this regard, it should be mandatory for
all MPs to pay theu taxes hke everyone

11. Cost of dawry farming 15 very high since the feed 15 expensive and the produce (Milk) 15
bought at very low pnces of IKsh 25 per biter. That repayment of such loans was also
difficult due to the high interest rates on loans advanced to farmers and the poor produce
and harvest.

12. Hagh cost of fuel and electncity has resulted 1n hugh cost of uansport due to the high cost
of elecuiairy and Government should explore alternanve energy sources

13. School feeding program should be inuoduced in some schools 1n the area due to poverty
and School bursanes are not benefitung the mnitended persons ep orphans due 1o
corruption 1in the educanon sector.

14. There 1s poor leadershuip among the leaders in the area hence a disconnect between the

N 1 1 1 3
prupic andg lJ'H:u leduers

1.09 Murmnias Public Heanng

On 22 July 2011, the Comrmuttee held a pubbic heanng 1n Munuas, at the Bomas Ground. The
targeted group was Sugarcane farmers to understand the tmpact if any of the using inflanon and
high cost of fuel and food on then lLvebhoods. Paruapants at the meeung included farmers,
teachers, youth, women, opinion leaders and the general pubbic. The following jssues were raised

at the meeung:

3) That the budget was read over the years but bude implementavon 1s done and no services are
given to people and that 1s why some regions and scctors keep lagging behind

b) That though Sugar farming has been done in the region since 1970, farmers have not
benefitted from 1t and that Mulers were the mamn beneficanes of sugarcane farmung. Millers
exploit farmers and the market 15 not bberalized as 1s said. There are no laws n place to
govern cane farmuing.

) There 15 a problem with the weigh bndge at the factory and there are allegavons that 1t has
been tampered with to give lower weights resulting in losses to farmers

d) There 1s also the problem of losses occurnng dunng transportavon where 3 lot of spillage
occurs yet no one pays for that loss when it should be followed from behind and collected
when 1t drops and taken to the factory As a soluvon, the Government should put in place
mechanisms to ensure cane 1s measured at the farms before uansportavon 10 avoid Josses
and make sure that farmers are paid promptly.

¢) The electnaty produced from Munuas Sugar Company 1s not avalable to the locals as 1t s
distnbuted outside the area which 1s very unfau

N The Government should set aside large chunks of land where food crops can be planted,
harvested and stored 1o be used duning such a nme when there 1s drought

p)  Farmanpuis hke ferulizer and seeds should be avaded 10 farmers prompdy withour the usual
delays and a1 a subsidized cost The Government should consider giving a1 least one racion
pe division 1o be used for farming and li)l‘y can lind a way 1o pav back for that cernvice from
the farmer’s harvests

hy  Lack of apr ultrural extension officers 1o advice farmers on larmung 1ssuces

60



LI

« Tosave farmers the agony of losing theur agucultural land due to fadure 1o repay debts owed
to the AFC on ume as a result of crop failure due to the failed rains and the challenges
farmers faced, this Commuttee recommends a waiver of the loans owed by farmers 1o AFC
The Commnuttee further recommends that the Joans advanced to farmers by AFC should
stop earming mterest immediately the farmer delivers produce to the NCPB.

o The Kenya Seed company should be empowered to produce enough quabry seeds in ume
for planung to avert a situanon like the one that occurred 1in the plantung season of

2010/2011 when farmers could not access quality seeds duning the planung season.

6.1.4 Monetary and General Macroeconomic Sector

The Commuttee, deeply concemned by the soanng inflanon which peaked at 17.32% as at the
end of September 2011 and the deprecianon of the Kenya shulinp to an unprecedented low of
I{sh 105 to the dollar on 27" September, recommends as follows.

1) That the Central Bank of Kenya (CBK), through its Monetary Policy Commuttee,
should take immediate decisive mntervennon measures to check anv further raii of
the Kenya shilling. This can no longer be left to the determinanon of the market
forces as the consequences on the economy are dire and supremely burdensome on
the already hapless Kenyan. In furure, CBK should quickly act 1o stabihize the value
of the shilling to prevent a recurrence of the current scenano of bhind fire-fighung.

v) CBK 1in collaboravon with the Compennon Authonty should take stern acoon
against any commeraal banks found to have engaged in pracoces that have led to
the depreciaton of the Kenya shilling against the major currences.

w.) CBK should stnctly enforce the Banking Act especially on share ownership to curb
unethical pracuces by banks.

6.1.5 Social Safery Nets for the Most Vulnerable

To cushion the most vulnerable segments of the populabon most affected by poverty hike the
urban poor, the aged and the unemployed, the Commuttee recommends that Government

establishes a targeted social welfare program along the following Lines:

a) A mea] voucher system for the urban poor designed along the food voucher systermn
operated 1 the United States and the meal voucher model for providing employees
with food dunng working hours operated in France. An agency can be estabbshed to
implement thus program which will involve all the needy people registening with the
apgency, which would vet them and only issue the vouchers 10 those who quabfy

b) A cash uansfer system hke the one being unplemented by Oxfam 1n Turkana South
and fashioned along the one implemented by the Muusuy for Special Programs where
funds are dispatched to people above the age of 65 The uansfer of the funds should

be to tarpeted people sdenobed through the local commuruty leaders
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.« Government should explore the viabibty of reviving the Navonal Miulling Corporanon
(NMC) as a sualepi nanonal asset to address deliberate market distornons by

unscrupulous mullers

« Government through the Ministry of Agnculture should 1mmediately embark on

of Extension Offcers 1o agnculm]a] areas to educate

recrutment and deployment
a view of unproving farm

and sensinze farmers on guod farmung pracoces with

productwity Government should also recnant Livestock Officers and deploy them to

the livestock reanng areas of the counuy to help step up hivestock pxoducnon

« Government should enact 1@;%';'51::{':{.):) to establich 2 special Agn-]nsumncc scheme that

compensates farmers for losses ncurred as a result of crop and bvestock falure due

to drought or disease in order to encourage farming

« Government through the Minisury  of Agnculture should urgently develop and
input subsidy scheme for farmers so as 1o encourage farmung,

implement a farm
ranslates 1 lower puces of

ease crop yields and reduce cost of producuon which t

eI
The subsidies should nclude seeds, fertilizers, chemucals for spraymng,

produce
er=ctors for .hl,‘..;»}«_u:;. and dhecel for the tractors
i >

heat has not been fully (’xpl(')llt?d This 1s

e The counuy's pulcnlm] 1o produce nce and w
of povernment through agencies Like

one area that requues agpressive mnvolvement

the Navonal lingauon Board (NIB) and AFC
« Government should provide incenuves 10 the prvate sector, including mnovatve tax
breaks, to aggressively investin agocultural producnon and agn-bast:d industnes.

e As a short-term measure, Government should allow the povate sector to umport zero-
1ated supply stabihzes given the anocipated below-par harvest Thus,
however, must be stncdy controlled so as not to hurt local mmze farmers Further,
considenng that the only maize that was accessible in May and June was from South
Afnca and was hkely 1o be GMO, the Computtee had already recommended that

ould have to deaide whether or not to umport GMO, and of course

maize unnl

Government w
duly inform Kenyans of that decision n order for them to make informed choices.

« 1t is also essennal for Kenyans to diversify therr dietary choices beyond the tadinonal

ugzh, <o as to reduce the country’s vulnerability to maize shortapes. Producnon and

consumpuon of tracinonal crops hike cassava, arrow-roots, mullet, sorghum and sweet

potatoes 1s strongly encouraged.

6.1.3 Suengthen key Ag:iculun:al Insttuuons to ensure food secunty

« To ensure the farmers have a platform fo1 engagement so as to be able 1o parsapate in
js10n making and 1o provide a forum through which farm inputs can be

publ:( pnlu y and de«
sarvests collected and sold a1t compebove

distnbuted to reach all the farmers and theu !
the Government should revive the I<enya Farmers Assoaanon by injectung in ot the

poces,
Ksh 1.3 hllion approved by Parbament on 177 August, 2011 following a Mouon moved by
the Chairman of the Commuttee on Cost of Loving and waiving the debt owed 1o the NBK

l’) l)



« Muusuy of Agnculture should fast-uack the enactment of legislavon to establish a
Commodibes Exchange facibty for grains sumilar to the Tea Aucoon in Mombasa to

give the farmers best pnce for products.

» Government through the Miustnes of Lands and Agnculture, respectvely, should
immediately introduce and implement stnct regulavons on land subdivision and land
use to check Jand fragmentaoon and ensure maxumum productivity is achieved from
agncultural land. Government should also invest in the estabishment of land banks 1n
the bread basket regions by purchasing large preces of land from the farmers who are
disposing off theurs to prevent the rampant subdivision of the same. The Minustry of
Lands should immedately ntroduce 1n parhament the Jaws requured to bring nto
effect Chapter 5 of the new Consttution concermng land.

+ Government should establish dams in the gramn growing areas of the country to
facibtate irngated agnculrure and ensure food secunty throughout the year 1n order to
deal with the regular cycle of drought. In addivon, Government should preserve a
percentage of the more than Ksh 10 bibon shillings allocated to ungavon i the

ANa s 1NN [ TS5 S | < S = waalei S v e Kmvery e syt .
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to the grain growing areas of the country. Itis prudent to suengthen areas where crop

producnon is already a way of bfe.

« Government should also conduct thorough analysis to determine exactdy how much
maize 15 produced in the country, including the quanuty produced in each region, and
how much is consumed before making a deciding whether 1mports are necessary, but
specifically to assist in planming for the future including the quanuoty of seeds and
other farm mputs requred. Government should ensure that in the long term, the
country produces food sufficzent to feed its people and ceases to be a net importer of

focd a< s the case today

« Government should enhance the Strategic Grain Reserves from 3 rmulbion bags of

maize to 8 mulbon bags to cushion the country dunng penods of supply shortages.
Government should in this regard increase the funds allocated to the Navonal Cereals

and Produce Board (NCPB) for this purpose.

« NCPB should endeavour to pay farmers prompty, on delivery since pncang and
payment delays 1s a major demorabsing factor that has largely dimuushed productnon

n tzdivonal grain growing areas.

« To reduce the costs wcurred by farmers 1n wansportaton of grans to NCPB stores
and to cut out nuddlemen who exploit farmers, the NCPB should immediately

estabbish buying cenues for grans in the cereal growing areas
» To reduce post harvest Josses to farmers as a result of hugh moisture content and

poor weather during harvest season, the NCPB <hould aval its stores 1o farmers for

drymng theu harvest and starage of the same at a murumal fee
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» Iladecision s made to keep the refinery afloat, government and the strategic partner,
ESSAR, should move with speed to roll out the modermizavon of the KPRL by 2015,
including complevon of projects that have commenced like development of a power
plant by December 2011 and conversion of the refinery into a merchant refinery by
Januvary 2012 1n order to make the refinery efficient and compenuove.

¢ Further, povernment should amend the Enerpy Act in order 1o convert the KKPRL into a
B gy

Merchant Refinery.

Dealing with Cartels in the Osl industry
* Government should operavonalize the Competton Act and establish a strong and
independent Competiton Authonty to address the cartel-like tendenaes prevalent in the
energy sector. The Authooty should develop regulatons that restnct what each player can
and cannot do so that a single individval does not undertake importanon, marketing and

operation of retad pump stabons to prevent monopolistuc tendencies.

Ruole of Navonai Oil Corporation of Kenya
* The Minmisuy of Energy should define in clear terms the role of the Nanonal Oil
Corporanon (NOCK) with regard 1o stabiizanon of oil pnices and esther close down this
funcnon or ensure that it discharges this role effecuvely. This s 1n consideration of the
fact that NOCK s a state corporavon which 1s guaranteed by statute (Energy Act) a
quota allocaton of importation of petroleum products consumed 1n Kenya 1n each year
and therefore whose focus should be breaking even and not profit making.

* The Ministry should also review the Puce Cap policy being implemented by the Energy
Regulatory Commussion (ERC) and repeal section 102 (w) of the Energy Act to allow the
peuoleum pump poces to be determined by market forces. However, Government
should ensure that the NOCK sells 1ts petroleum products at a cost that 1s not profit-

dnven but rather service-onented.

Rewview the O'TS
* The Muustry of Energy should review with immediate effect the Open Tender System
(OTS) of procurement of oil products to facilitate competnon n the process and
therefore enable Kenyans to get the commodines at the best value from the market.

Increase Investment in Geothermal Power
* To reduce the cost of power in the long run, Government should strongly support
Geothermal Development Corporanon (GDC) to increase geothermal power producuon
50 as to reahze the projected capaaity of 15,000 MW by the year 2030 as envisioned in
Vision 2030. GDC should be given puooty in this respect vis-a-vis other players hike
KENGEN

Taxes on Kerosene and Dhesel

* To cut the burden of hugh cost of bving on Jow income Jenyans, povernment should

reduce the taxes umposed on diesel and zero-rate kerosene
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6.1.1 The 1l Sub-Sector
« By merely addressing nefbaencies inherent

supply chain, and further by puaranteeing a <table
it s p()bhlb](’ to considerably reduce the pump pnce of all the fuel catepones

in the vanous players that consuatute the

and ununterrupted flow in the sard

supply chain,

- kerosene, petrol, diesel and jet fuel

Accordingly; to help remn in the escalanng cost of fuel and ensure consistency 1n supply ‘bothin

the short and long term, the following measures are rec ommended:

Kenya Pipeline
¢« The Miustry of Energy should inuoduce and enforce suff penalues for stonng producis

1n the pripeline for a longer duravon than 14 days and 30 days for fuel meant {or the

domesuc market and the internabonal market, respecnvely. The Mirustry could

Incorporate these penaluesn regulavons under the Energy Act and pubbsht‘(‘] in the

Kenya Gazette
o The Kenya Pipeline Company should develop rules that ensure Ullage (space 1n pipeline)

15 shared berween marketers on the basis of throuvghput

«  The Government through the Minustry of Energy should urpenty overhaul line 1 of the
14 ) gy gently
-fu) Life and s

- . . Y
Kenya pipeline running trom Mombasa 10 INauuby as i Das cothsed s wee

now a health hazard

Strategic 01l Reserve
ndy putin place measures (o estabhish a suategic ol reserve to

e  Government should urge
chain and external shocks such as

cushion the country apgamnst fluctuanons 10 the supply
cxpcncn(cd dunng the Mag}uc‘h disturbances. The Commuttee recommends that

Government through the Minustry of Energy should enact legslanon to estabhish a

mimmum o1l reserve quannoty that must be maintamned within the country in a manner

sumular to the strategic grain reserve

Efficiency at the Mombasa Port
e The Kenya Revenue Authonty (KRA) Simba and the Kenya Ports Authonty (KPA)
KWATOs systems should relate seamlessly and be made more efficient to reduce the
attendant costs that come with theur mherent mnefficenaes, which load unnecessary

addinonal costs on the final pump pnce of fuel.

Kenya Peuoleum Refinenes Limited
e To further reduce costs as a result of extra demurrage due 10 ol ships waiang for
inordinately Jenpthy penods to discharge at the single jetty available at lupewvuy, the
Ministries of Energy and Transport should authonse the partner idennfied by the Kenya
Peuolenmn Refinenes Limited (IKPRL) to nvest in the establishment of a second ol jerty

in Mombasa

«  Government has to (‘xrmdﬁ:nus]}-‘ make up 1ts mund and determune whether 10 retan the

Kenya Peuoleum Refinenes Limited as a strategic natonal asset o1 otheranse shut down

the refinery because inats current form, IXPPRL s a habibry 1o the tax payer and further

contnbutes to the huph cost of fuel becauvse of gross inherent inefhaencies
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6.0 RECOMMENDATIONS

» It should be noted that the twenty one (21) recommendatons made 1n the preliminary
report dated June 7th, 2011 (see Annex 1) consorute part of the Comumuttee’s
recommendations and should accordingly be considered alongside these

recommendatons offered here.

+  The Commuttee strongly urges Government to move with expediuon and implement
those twenty one preliminary recommendations 1n additon to the following final ones

that are based on analysis of the findings of the Commuttee
a) Motion to revive Kenya farmers Association (KFA)

This Movon moved by the Chairman of the Commuttee on Cost of Living requested the
Government through the Minustry of Agnculture to extend a grant of Ksh. 1.3 bibon to
KFA. The Moton was discussed and adopted by Parhament on Wednesday, 17" August
2011 The Commuttee therefore recommends that the Parthamentary Implementanon
Committee takes over this matter to ensure the Government allocates thus money to KIFA

u‘nnlcdmlc]y as resuived 'uy Fartarmeni.

b) Monon urging the Government to grant the Agncultural finance Corporauon
(AFC) Ksh. 2 billion 1o enable it provide appropnate rebef 1o both crop and

hvestock farmers

The Commuttee prepared thuis Mooon after bistening to farmers around the Counuy and
estabbshing that many suffered Josses as a result of the prolonged drought that affected
many parts of the country eady in the year, 2011. AFC was threatening to sell theu
properties as they were unable to repay the loans as agreed. This Mouon which urges the
Government to extend to AFC a grant of Ksh. 2 bilbion was approved by the Speaker and

1s awaiung discussion and adopuon by the House.

c) Motion urging the Government to stop privatizaton of the New Kenya
Cooperative Creameries (New KCC) until ownership of its assets 1s settled.

The Commuttee established after Listening to dairy farmers 1n vapous parts of the Country
that they had a majonty stake in the assets of the onginal KCC before 1t was converted to
the New KCC and that theur shareholding in the new KCC was never conclusively
determined and yet the New KCC was i the process of povanzavon. The Commuttee
through its Chaurman therefore prepared this Movon which 1s pending before Parhament

for discussion and adoption.
6.1 Sector Speaiic Recommendauons

After concluding its program of public heanngs, rmeeung vanous stakeholders and analyzing the
information i received, the Commurtiee puts forward the following short term and lang term

recormumendavuons
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The Commutiee was informed that as a result of the consumpuoon ol Ubct brews, many
young people were not bearning children and many nursery schools 1n the County had
closed shop for lack of chuldren 10 attend them. The Commuttee therefore urges the
government to find out long term ways of addressing this menace as 1t 1s caused by a
mynad of reasons including poverty and 1dleness among the youth and greed by the

alcohol uaders.
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5.2.8

8.2.9

Kitw County

Jonu County with an area of 20,402 square kilometers and over one mibon people as per
the 2009 populaton census, 1s one of the countes 1n Eastern province currently made up

" of six consoruencies; Kind Central, It South, Kinu West, Mwingi North, Mwing

South and Mutto and is home to the Akamba peop]e‘

The chimate of the county is and and semi and with very erratic and unrehable rainfall
resuling i occasional famine thus making the people 1n the county to depend on relief
food The vast majonty of the economy however is based on subsistence farmung, despite
the fact that the agnculture 15 an extremely challenging endeavor given the sporadic

ramnfall.

The County 1s however blessed with a number of minerals many of which have not been
commeraally exploited including coal, hmestone at Mutomo, 1ron ore at lkutha and
precious stones and there s therefore need for the Mirustry of Environment and Mineral
Resources and that of Trade and Induswnahzavon to work together to facibitate
¢sabhshument of factones in the region.

Another resource found in plenty in Kotw and remains largely unexploited is the sun The
1€gION eXpenences vVery hugh temperatures and would be beneficial if the sun was

hamessed and used for electnaity generation. This would reduce the cost of energy and

enhance the economy of the area.

The greatest challenpe that the people of It face 1s access to water. The region lacks

water and the commuttee noted that people were buying a 20 hitre container of water
which would ordinanly cost Ksh.5 at Ksh. 20. The Commuttee noted that the Mistry of
Water and lrnganon had began construcung dams in the larger Ukambans regren an
example being the Umaa dam which had however stalled due to some reasons. This dam
if completed would apart from providing enough water for domestic purposes to the

people, could be used for unganon purposes and therefore make the region food secure

Nyern

Nyers County with a populauon of about 693,558 people according to the 2009
population census is one uruque County which was home to some of the largest tea and
coffee farms n the counuy. These cash crops have since been uprooted by the Jocal
communities due to thewr non probtabibity. The County 1s made up of s1x constenaes,
Nyers Town, Othaya, Mukurwein, Mathira, Tetu and Ksens. The County hosts the
Arbedare Navonal Park and Mt Kenya hence a key tounst destnanon.

The Commutiee was saddened to learn that many young people 1n the County bad
et brews one of which had been chnstened ‘Munywn’ which had

resorted 1O CONSLITUNG
ity These brews have 1n the recent pasl led to the death of

greaty affected theu producov
more than rwenty people rom the neighbonng Counues lusuaung the magrutude of the

problern
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The farmers i the County had challenges wnth the way the NCPB was conducang s
operatons espeaially with regard to selling of the subsidized fernlizer and lack of buying
centers in the helds 1t was said that the NCPB sold the povernment subsidized fernhzer
to 2 few farmers and cartels that then repackaged it and sold it to farmers at market value
The farmers requested that the NCPB establishes buying centres of maize in the fields so

as to save the farmer the costs of wansportanon of the harvest to the NCPB depot

Another issue raised was the lack of quabry cernfied seeds from the Kenya Seed Company

dunng the planung season thus compelhng farmers to plant sceds from the past harvest

Narok County

Narok County with an area of about 17, 944 square kilometers and home to the Maasa
community, 1s one of the counties in the vast region of the Raft Valley The County s
made up of three consntuencies; Narok South, Narok North, IKilgons, fasiest growing

towns

Narok Countyis among the country’s top tounst desunanons as it s the home of the
Maasa; Mara Game Reserve which has the seventh wonder of the world-the great

o coct minranan The Covnme therefore rallpcte macave revenne from Tounem

~LOCol8Ln i 128en.
5] J

totaling to about Ksh. 2 bilion annually and 1s therefore ranked as one of the nchest in
Kenya. Narok s also renowned for larpe scale wheat and barley producoon 1n addivnon to

bvestock reaning. Itis also the County that hosts the famous Mau forest which 1s now

threatened with destuucnon

The farmers 1n Narok which 1s known to produce almost 60% of the wheat produced in
this country encountered many challenges in the 2010/2011 planung season and which
came about as a result of fallure of rains, delay 1n petung ferulizers and good quabty seeds
This resulted 1n massive crop fallure and one of the worst harvests the region has ever
gotten. The farmers who had taken loans from the Agnculmral Finance Corporanon
(AFC) were therefore a worned lot as AFC had threatened to auconon theu farms to
recover the loan advances. The Commuttee therefore deaided to peuton the povernment
through the Miistry of Agnculrure and Ministry of Finance to intervene and get the AFC
1o wnite off the loans owed by farmers or renegonate with the farmers on how to sette

the debts.

Another key 1ssue which needs urgent address 1n Narok County 1s the Mau Forest. The
Commuttee toured the Maasa; Mara and was appalled by the site of a drying Mara Ruver
The Commurttee noted that the Task Force that was formed to oversee conservanon of
the Mau forest had completed its work and Parthament had adopted its report and yet

nothuing was being done to rehabilitate the water catchment thus threatening the ennre

ecosystemn of the Maasa) Mara.

Finally, the road nerwork in the Counry 15 didaprdated espeaally the road from Narok

town to the Maasa) Mara. The Government should therefore take acoon 10 rehabibtate

the 1oad to boost tounsm in the area



5.4.5

5.2.6

The Commuttee strongly felt that the Government could do more for the people of
Bomet by estabbishing mulk processing factopes 1n the area so that value could be added
to the milk and therefore more money to the producer. The role of NCPB 1n mopping vp
surplus grans 1n the market also came up as middle men were already in the town
purchasing maize from the farmers at exceedingly low pnices as the farmers lacked places

to store the grain after harvest.

Uasin Gishu County

Uasin Gishu County 1s one of the bread baskets of this country. With an area of 3,218
square kilometers and an estumated populaton of 894,179 as per the 2009 populavon
census, the County boasts of large scale maize and wheat farming and dairy farming.

Farmers from the County expressed dissatisfacton with the way the government was
treating its farmers and paruocularly the role of the NCPB 1n the cereals sector. The
farmers stated that the NCPB supplied ferulizer to them late when they no Jonger needed
the ferthzer and yet they pad for it promptly Another challenge was the pnce at which
NCPB was purchasing maize [rom farmers as it was very low thus farmers shunned
taking thexr maize to the NCPB. Thus the Commuttee idenufied was as a result of the
Government foang the pnce at which NCPB bought maize from farmers and the
management of the NCPB could only pevgon the Mimistry to review the pnce which was
a Jong unng process. The Treasury also sends money for mopping up surplus grains from
the market to the NCPB too late in the day when middlemen had already moved i and

pmchascd maize from farmers at an explojtadvely Jow pnce.

Farmers, a majonty of whom were members of the Kenya Farmers Associatnon peuvoned
the Commuttee to ask the government to revive the KFA as 1t was said to be an
insttuton that had infrastructure to support farmers and with depots in almost all

farming areas of the country.

The farmers request to the Government was for investment in irngation schemes 1n the
county by establishing dams so that they could be able to plant crops twice and therefore
increase food production unlike currently when they only planted once.

Trans Nzoia County

Trans Nzoia County 1s also another of the bread baskets of this country with large scale
maize and beans farming as the key economic actvites. The County also hosts the
headquarters of the Kenya Seed Company Limiuted and a Jot of seed farmuing 15
undertaken there. With an area of square kilometers and an esumated populabon of
people as per the 2009 populabon census, the County 1s made up of three consuruencies,
I{wanza, Saboo and Cherengany. lt1s a cosmopohtan County with many communies

having settled 1n the area but 11s pxcdommzmly home to the Kalenjn and Bukusu

cormrmuruues
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5.2.4

Lamu County

Lamu County 1s another vmgue county 1n Kenya which the Commuttee visited The
County has two consuruencaies, Lamu East and Lamu West and js composed of a number
of 1slands. Lamu 1sland has a narural deep sea and can have a port ai which can anchor
larger shups than the Mombasa port without much dredging, thus the government’s plans
to develop a portin Lamu. This pont if estabbished 1s set to open up the Lamu archipelago
and connect 11 with Turkana, South Sudan and Ethiopia. The island has no motonzed
vehicles and uansportanon and other heavy work 1s done with the help of donkeys. The
County borders Somala through Kiunga and therefore faces one key challenge; insecunty.

The Counry s largely sustaned by tounsm acuovibes which have been threatened this year
by the high insecunty in the area lustrated by the kidnapping of rwo women tounsts who
were staying 1n some of the resorts in the 1sland m a span of three weeks, one Boton on
September | 1" and a French woman on 1" October. These kidnappings have resulted in a
number of western countnes 1sswng uavel advisones to theu anzens agamnst visiang
Lamu. The Commuttee feels these acts by the Somab mibtants apart from bemng a
violanon of Kenya's integnty, amount to economic sabotage as they will result in collapse
of the tounsm industry 1in the County. The Commutiee therefore feels the Government s

put domyg enough to protect the bvebbood of the people of L.amu who are alieady

suffering as a result of the high cost of bvinp

Another disturbing 1ssue and which 1s hkely (o brew dissent s the issue of land The
people of Lamu are bitter that they have been demed ownership of theu ancestral land
and they hatbor feelings that other commumunes 1n Kenya are being given preference in
allocaton of land and nue deeds 1n their ancestral land. The Commuttee therefore uipes
the government through the Mimsury of Lands to immediately move mnto Lamu and
address the Land question because if Jeft unaddressed 1t 1s hikely 10 result in clashes as

cxpenenccd in Ruft valley

Bomet County

Bomet County in the Rift Valley with an area of 1,882 square kilometers 1s made up of 4
consttuencies, Sotik, Chepalungu, Konoin and Bomet and 1s home to the Kipsigis
commuruty. Bomet 1s a agnculturally nch County with maize farming, dairy farming,
wheat and insh potato farmung topping the st of the food crops grown in the County on

alarpe scale.

When the Commuttee visited Bomet in August, farmers had just harvested maize and mulk
and potatoes were 1n surplus producnon. The main challenge to the fammers was peinng
these products 1o the market and petung pood value for the produce Juisn Baomet that
the Commurtee heard of the term ‘maziwa sosa’ meanung that a farmer had 1o cajole a

consumer to buy his rmlk by offenng a brtle addivon due to the large quanory that was

bewnp produced
-l
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M Speaker, the man problems of the people of Turkana include the following

a) Insecunty

« The people of Turkana face frequent attacks from theur neighbounng communives
among them the Pokots, the Toposa from South Sudan and Menlle from Ethiopia. An
example of this insecunty 1s the kilhng of 21 Turkana men, women and chidren at
Todonyang by the Menle tnbesman from Ethiopia early this year. The people also Jose
their animals to catde rustling and the polbice who are deployed 1 the area to protect them
are sometimes overpowered by the bandits who are better armed

b) Diought

w 0CCasions when 1t rains, Jt causes

e The area cxpcriences very litde rainfall but on the fe
This usually leads to senous food

Noods leading to destrucbon of crops and hvestock

shortages 10 some cases resulung n death of humans and Lvestock

Conclusion on Turkana

na County could develop and be the breadbasket of tus

The Comnuttee noted that Turka
n 1pgaton schemes This 1s because the region has

country if the government nvested 1
vast racks of land which can support mechanuzed farming on Jarge scale.

+  The Commuttee also formed the opion that the Government has ignored the region 1n
terms of provision of secunty. Armed raids are popular 1 the County and large parts of
the County bordenng neighbounng countpes have been occupied by residents and

from the neighbounng countnies. The Commurttee recommends that the

Jaim ts terntory from foreign

muhnoas
Government of Kenya takes all necessary steps (o rec

occupation and frequent NCUISIONS.

§2.2 Gwassi (Homa Bay County)

+  Gwassi is a constituency in Suba distnct and found in one end of the Homabay County. I
s home to the Ruma National patk. The consotuency has

15 a very productjvc area and 1
he years as the whole of the consutuency has no mnch of

suffered m:uginahzanon over t
tarmac road to facilitate uanspouzﬁon of peoplc and goods.

«  The Constituency boasts of being one of the largest fish producers in Kenya but suffers
lack of access of this fish to the market due to lack of infrastructure The area does nol

have any fish processing plant thus leading to exploitanon of the fishermen by muddlemen

who come to buy theu fish

suffering of the pc()plr of Gwass

« The Ruma Nauonal Park also contributes to the
k which attack and cause diseases 1

because of the large number of tsetse flies 10 the par

Lvestock and to human bewngs
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therefore fast wack povavzavon of these mulers to bnng in the much needed capital and

techrucal capacity
5.1.12 Employment/Labour Laws

From the vanous publc heanngs, the Commuttee gathered informavon that mncomes from
employment were low relanve to the rate at which pnices of commodibes were increasing The
Commuttee established that an increase in punmimum wages at thus ame would not solve the
problem of high pnces as it would only lead to more job losses hence increase poverty.

The other main challenge especially in urban areas was the distrespect towards the employee by
the employers. This was especially so by the employers of Indian descent and more speaifically in
the Industnal areas and the EPZs. The Comnuttee learnt that the Jow cadre workers and casual
labourers are exposed to dangerous working environments with no protecove clothing causing
thern to suffer from strange ailments the medical cost of which the employer does not cater
conwbuang to the high cost of bving. The Commuttee also learnt that some labourers had indeed
Jost theu bves or parts of theu bodies without any compensaton as a result of working 1n some

of these factones

tiai heic s peed (o Teview the enule repume of Labour laws to

i 1
JLCyd Wia

i ) VRPN o P I3 S
200 L OITHdle uaiCiui o

protect the Jow cadre workers and the Casual Labourers from exploitanon by mvestors

5.2 Region-Specific Analysis

52.1 Tutkana County

e Turkana C()unry 15 unjquc county and an area of many contrasts Turkana C(;‘\u]ty with a
physical area of 177 square kilometers borders three different countnes, Ethiopa, South
Sudan and Uganda. The populanon of the county 15 unknown considenng that the results
of the last populanon census conducted 1n October 2009 was cancelled due to unknown
reasons, a fact that has not gone down well with the local commumues. Turkana North
has some semblance of road nfrastructure from Lodwar to Lokichogio and Nandapal
border post. Turkana South on the hand has very poor road infrastructure. The main road
serving the County from Kitale 1o Lodwar through which supples are delivered to the
area 15 1 a deplorable situavon. A distance that would ordinanly take you three hours
from Lodwar to Kitale for instance takes 8 hours and one requures police escort 1o uavel
on this road. This 1s because of the fear of attacks from bandits 1n the area

Turkana South has ungatnon schemes i some areas and dunng our visit 1n July 2011,
mauze that had been grown i the Kamnuk irnganon scheme was ready for harvesunp and
the yreld was plenty On the other hand, 1in Lokichar, Kalapata and Lokon, the Comnuttee
was appalled by the faces of hunper and the impact of the fanune 1n this area was tear
rending Children were malnounshed, women haggard looking and families in this area sat
wondenng when the next batch of food rebef would be delivered 1o them



The Commuttee further established that the Land Control Boards which are tasked with giving
consents for subdivision and sale of land were discharging this mandate without regard to food
secunty The Mimstry of Lands had not developed a proper Land Use Pobcy by August, 201
which would regulate the zomng of areas and therefore protect arable land. The Commuttee
therefore feels there 15 need for a relevant Jegislanon on land to regulate land use apd land

subdivision to sustawn large scale farmung.

Another key factor regarding land which the Committee established was lack of utles by many
{armers. This was either due to ignorance by the farmers o1 the Government had not adjudicated
those preces, a fact that denied these farmers collateral that could assist them secure credit and
ncrease producuon. In this regard, the Commuttee wishes to single out Lamu County where the

Jand quesrjon requires quick address as 1t 1s brewing anumosity.

5.1.11 Sugas

The Commuttee estabhished that there 1s a Jooming cosis i the sugar sector. This should be
addressed through pobcy otherwsse the precious commodity wall be unavailable 1n the m~uliet o1
jce will be far much higher than the Kshs250 per kilopramme that Kenvans pad 1n the

s pr )
months of August and September 2011. The Commuttee’s visit to SONY, Muhoroni, Mumias and

Nzow sugar factones revealed that lack of adequate cane for crushing 1s the biggest challenge

facing the ndustry.

The Commuttee established that the shortage of cane has been worsened by the hcensing of many
sugar factones like Butali 1n Malava and Kibos 1n the Nyando belt without due repard to the
regulatons on distance between factories and the factones developing their cane. The Commuttee
further established that the Kenya Sugar Board had licensed other factones which sumularly had
not developed any or nadequate cane including Sukan, in Ndhiwa (HomabBay County), and 1n
Trans Mara. This has resulted 1n unethical pracoces of cane poaching.

Even though the resultant compenton for sugar cane by the sprouung mullers has resulted 1n
increased poce for the farmer to the tune of Kshs4,300 per tonne, 1t 15 making farmers to harvest
immatate cane leading to low yields from the processed cane. Considenng that focus has shifted
from cane development, the raw matenal 1s nadequate and these poces pad for cane are not
sustainable since 1t would result 1o closure of some companies hence monopolstc tendencies will
crop up. Furthermore, there 1s soon gomng to be no mature cane to mill and the factones will be

idle resulung 1s massive direct and indirect loss of jobs.

The Computtee 15 of the view that this state of affairs 1s largely caused by the indifference of the
K enya Sugar Board and it cannot be left to continue this way. Therefore, there 15 need to review
the Kenya Sugar Board Acy, 2001 to incorporate good management pracbces and manage the
sector pzafrzss:onall)' 1o avoid the collapse of the sector. The new Kenya Sugar Board established
after review of the Act should further be given ‘teeth’ so as 1o ensure I1s INsUUCUONS Of

recommendabons are compled with by the stakeholders

hed that the Government of Kenya owned sugar comparnes are 1)
p:epa:cd 1o cope with the (-'xpt?{lt’(] bfung of the COMESA safepuards The Privauzauon

charged with overseemng privanhzanon of state corporavons should

The Comumutiee also establish

Comrmssion which s

86



5.1.9 High Costof Health Care

The Commuttee having conducted public heanings 1n vapous parts of the country established that
the cost of accessing medical care was beyond the reach of many Kenyans and many people were
thus dying as result of diseases that could be easily ueatable. There are no ambulances 1in suategic
places in the counuy for emergency uansfer of pavents and hospitals are Ul equpped resulang in
pabents being transferred long distances away just to access treatment Medical personnel are also
mnadequate especially in the remote parts of the counuy and essental medicines normally

unavalable 1n government hospitals thus panents are referred 1o prnivate pharmaucs

The Commuttee established that the Abuja Declarabon on Health requires that all povernments
channel at least 15% of theur nanonal budgets to the health sector yet Kenya was at 7% not even
half of the requurement. This underfunding of the sector had resulted in the Mimistry not beng
able to purchase adequate diagnosuc facbues and equipment for government hospitals resulung

in late diagnosis of illnesses espeaally the non-communicable diseases and hence increased cost
e

of weaunent. The remuneranon paid to government medical personnel 1s pot as compennve a
that pad by the pnvate sector hence Jack of motvanon to do government work resulting 1n bramn

drain by dissausfied personnel to other countnes like Botswana, the US and Europe denying the

country the medical personnel needed

The cost :-,;Juujg muuduced 'uy the Guvenunent had also resulied 1 addinonai medical costs
because though registuanon fees is mununal, the user fees hke labosatory and x-ray costs taken
medical costs beyond the reach of many Kenyans. The Commuttee established that country had
concenuated so much on HIV Aids, Tuberculosis and malana at the expense of the non-
communicable diseases hike cancer, diabetes and heart diseases which were now accounung for
over 50% of the deaths in the country at the moment. That currendy, 50% of bed capaaty in
hospitals 1s occupied by panents with non-communicable diseases which take longer to heal and
tequure much more resources to diagnose and ueat. There was therefore need for massive
nvestment 1 the non communicable diseases especially 1n diagnosoc and treatment equpment

and in prevenuve care.

The Commutiee established that the only sustainable solunon to the above problems and the
panacea to healthcare financing 1s the development of a Social Insurance Scheme which would
ensure all Kenyans have access to medical care urespecuve of economic status. The actuanal
study undertaken by Alexander Forbes on the state of NHIF had indicated that the NHIF was
the only insurer with the infrastructure to implement the social health insurance counuywide and
that 1t had undertaken major reforms which had enabled 1t be the most efficent msurer in
rexmbursing service providers. It established that it would ke a person to conmbute Kshs.
12,000 annually to NHIF to get comprehensive mnsurance as compared to a mummum of Ksh.

87,000 by ppvate insurance companies hence wabibty of the scheme

5.1.10 land

The Comnutiee estabbshed that many large scale farmers 1n the bread basker areas were
subdividing their lands to unecononucal sizes at alarmunpg rates while some who felt maize
farming  was r)nn--])u)ﬁlal)](- were converung the arable land 1o non-agocultural uses bke

resydenoal purposes contobuung to the reduced farm yields
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retai) level wathout addressing the high cost of producuon and other costs down the enure supply
chain would not offer a permanent soluvon to the cnisis. The Commuttee further noted that the
Compenuon Act which had been enacted 10 replace the Monopobes and Restncuve Trade
Practuces Act would be the best opoon to address the cartel LL_ke behavior and enhancing free flow
of market nformanon to empower the consumer with knowledge

51.6 Taxaton of Constitutional Officeholders

After conducting public heanngs 1n all the areas the Commuttee visited, one thing was clear; that
the Kenyan anzenry wanted all Kenyans to pay taxes on all their incomes and especally so for
Members of Parliament. The Comumuttee after consultauons with the Kenya Revenue Authonty
established that if all consututional office holders (among them Judges and Members of
Parhament) paid thew PAYE taxes, an addivonal Ksh 670.1 mulbon will be available 1o the
exchequer annually. The povernment could use such additonal funds to subsidize the cost of
inputs to farmers to help the country avert the food shortages that are expenenced regularly

51.7 Cost of Running Government

The Commuttee established through publc heanngs that government expenditure remains high
atng expenditure on foreign and domestic travel. This has been exacerbated by the large number
of cabmet ministers and assistant munusters and now by the Commussions required by the
Constitution. The Committee after discussions with the Secretary to the Cabinet and Head of
Public Service, the Permanent Secretary m the Office of the Pnme Minuster and the Clerk of the
National Assembly established that there had not been a sigmficant increase i size of the public
service to result in a strain on the economy, though there was admission that the lazge number of
Ministers and their assistants and the agitavon for better remuneravon from pubbc servants was

impactng on the wage costs.

The Committee established that if the Government put 1n place austenty measures on
expenditure, then there would be some resultant savings which could be channeled to
development expenditure. There was concurrence that delegations accompanying the Head of
State, the Pnme Mimster and the Vice President on offical foreign funcuons should be

rationalized to reduce the travel expenses.
5.1.8 Social Safety Nets for the Most Vulnerable

The Committee believes 1t 1s umportant for Government to explore mnnovaove means of
cushionuing the most vulnerable segments of the populanon most affected by poverty, who suffer
the brunt 1n circumstances such as the country finds nself in today, 2011 The Comumuttee 15 of
the view that the government considers measures such as the French-style meal voucher system
and USA food voucher system This would be an alternanve to the Government's move (0
implement tax breaks because tax breaks would result in reduced revenues which would affect the
capacity of Government to provide essental services Jhe Government should however ensure

enhanced governance 1n the operanon of such a system to prevent abuse



the hapless Kenyan consumers The Commuttee further estabbshed that the Sumba system was

down mosty on Fridays as weekends approathed resulting 1n swite hing 1o the manual system to
facilitate corrupt pracoces The Kenya Transport Associanon esamated that the regular fadures of

the Simba system contnibute to over 10% ol the overhead costs for many comparnies, a cost that

1s eventually passed on to the consumer
51.5  Effecuiveness of Price Controls .

The Commttee estabbshed from the majonty of the public heanngs 1t attended that the Kenyan
public 1s greatly overburdened by the nsing cost of essennal goods and wants the Government (o
reinroduce poce conuols on these commodites 1n order to cushion them The Commuttee
agrecd with the pubbc that the poces of essental commodities had nsen 1o unprecedented levels
which could be attnbuted to exploitanve business practces of traders and cartel hke behavior

The Commutiee considered whether foang pnces at the retall level would be the panacea to the
problem of high cost of commodiues In considenng ths issue, the Commuittee was reminded
that pnice controls had been implemented before i this country but abolished in the early 1990s
through the mfamous suuctural adjusunents programme (SAPs) due to the many challenges it
presented. Discussions with experts from KIPPRA and the consumer lobby group, COFEK
established that the ntoducuon of pnce conuols has more disadvantapes than benebts. lhe
Commuttee established that inuoducuon of pnce controls i a bberalized economy lhike Kenya's

would provide the following challenges

Market dustoruons

This anses from the fact that producers who feel that they are not making adequate returns from
thewr producls will esther stop producoon of the same or sell 1t via another root thus resulang 1n

shorapges.

Hoarding of essenvial goods and promouon of black market trade

Many traders in a price controlled economy tend to hoard products to create arufbaial shortages
which then push pnces up before they can sell at abnormal profits. The resultant phenomenon is
unofficial /black markets where common commodites disappear from the official market but can
be obtained f{iom the backstreets. This scenano 1s more harmful to the common man than the

free economy where the interacnon between demand and supp]y determune the pnce.

The Comruttee was given an example of the telecommunicatbons sector which has grown n
leaps and whose costs have declined drasucally due 1o compennon yet the Government has never
intervened with price controls. The Comrmuttee compared the situanon with the gongs on in the
energy sector where before the mmuoducoon of the ERC poce capping regulanons, fuel was
trading at a cheaper pnce in Western and Ruft valley but thus changed thereafter and that the pnce

has kept on increasing since that inuoducoon

The Comnuttee considered 1 detail the informanon and data given by KIPPRA and the Central
Bank of Kenya on the imphcanons of the remuoducnon of pnce controls and concluded that ths

move would be counterproducove for the economy and only hurt the alieady burdened

consumer The Commuttee was convinced that hixing of pnces of the esse nual comunodives at the
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foreign currenaes and due to the great decline 1n value of the Kenyan currency to the dollar, thus
has resulted in hugh cost of power as the forex losses are eventually passed on to the consumer

5.1.3  High Inflavon and Depreciavon of the Kenya Shilhng

The other reason for the establishment of the Commuttee on Cost of luving was the runaway
inflabon which had nsen from 5.42% 1n January, 2011, 9.19% 10 March to 12.95% 1n May, 2011.
The 1nflanon rate contnued to nse afterwards hutang a high of 16.7 1n August 2011. The
Committee was relably informed by the Central Bank that 88% of the inflavon rate 1n May, 2011
was attnbuted to changes i the poces of items in the food, transport and housing sectors.

The comnutiee also established that the lugh cost of nflanon without a corresponding nse in
incomes has senously eroded peoples purchasing power thus leading to many Kenyans bving
unbearzble lives. The Commuttee also estabbished that the depreciauon in the value of the Kenyan
currency aganst major currencies especially the dollar 15 another factor that has led to the high
inflavon rate contnbunng to the unbearable cost of bving. This 1s because Kenya 15 a net
importer of goods especially food products, petroleum products and manufactured goods.

The Commuttee dunng 1ts interacuon with the Central Bank of Kenya established that the other
reason for the depreciaton in value of the Kenyan shilling 1s the speculative acuons of Banks
especially those operatng across the borders of the East Afocan countnes. The Banks were

buying the dollar and scl!mg 1t 1 other East Afocan countnes at a higher pxoﬁ[.

The Commuttee however concluded that the buck stopped with the Cenual Bank of Kenya 1n
ensuring stabibty of the Kenyan currency. Thatits the CBK which has the statutory mandate of
ensuring macroeconomic stability and monetary policy regulaton and that it had faled nuserably

in this regard.

51.4 Inefficiencies at the Port Of Mombasa
Interference with the KRA Simba system

Inefficiencies 1n the KRA Simba system substanbally contobute to the cost of cleanng goods at
the port, hence high consumer pnces. The commuttee established that the KRA’s SIMBA system
has had senous operatonal challenges and especially so 1 the month of May 2011 when 1t was
down 60% of the ume affecung operanons at the Port of Mombasa.

The faldure of the Simba system resulted 1n a number of Trucks being held at the Mombasa port
for over three days even after payment of all taxes and charges. The Truck dovers were forced to
sleep 1n the vehicles for all this ume as each truck has a dnver assigned to 1t in the system who
has to debiver the poods to the expected destunauon. The same dniver after being cleared at the
port would be forced to spend some ume off 1n order to have sufficient rest before embarking on
the journey or may be forced to rush to debiver the goods despite the fabgue, since they are
normally behund schedule, a fact that could be responsible to a2 majonty of the acadents on the

roads

The (requemt [adures of the Simba system also delays clearance of gonds at the pont resulung 1n
unnecessary demurrages which finally adds o the cost of commodiues hence 3 heavy burden o
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Transparency of the Open Tender System (OTS) of procurement of imporned ol and

petroleum products

The Commuttee established that the Minustry of Energy operates an Open Tender System for
procurement of fuel by marketers mnto the country. The Comimuttee noted that the system,
though meant to enswe compebbve bidding, has certan Lhimutatons
collusion by the bidders and that it may not be very transparent as it appears (o be.

including promoung

Role of NOCK in stabibzing o1l prices

The Committee 15 concerned that the Natonal Oil Corporation of Kenya whose funcoons
nclude sellng petroleumn products 1n the market with a wew of stabihzing the pnce of fuel has
faed n ths key funcuon considenng that in some outlets, NOCI was sellng fuel at a hugher

price than 1n some commercial markenng outets.

Presence of cartels in the energy/oil sector

Lished that some marketers exercised some monopolistc tendencies thus

The Committee estab
The Commuttee noted that some importers of fuel were at

being able 1o determine poces of fuel.
the <ame nme ol marketers and sull operated filing stanons thus controlling poces. The

Cammattee 1< concerned that some marketers which controlled a large share of the market
somenmes refused to paruapate in the Open Tender System of procurement of imports with the

object of destabilizing supples

Reasons for hugh cost of elecinany

The Commuttee after meeung the management of KENGEN, Kenya Power and the Geothermal
Development Corporavon (GDC) established that the cost of electnc power had also nsen to
unprecedented levels contnbuang significanty to the high cost of products, which cost 1s

eventually passed on to the consumer.

The Commuttee also established that the total nstalled capaaty of electnaty in the country 1s very
emall at 1,611 MW only compared to a country Like South Afnca with a capaaty of 4,500 MW
and that 48% (781 MW) of this installed capacity 1s composed of hydro generated power. The
C ommittee further established that Masinga dam s the single bigpest reservour for hydro energy
generabon but that the rains had not been good since 2007 when 1t was last full, thus

nec (‘SS][EIH]g POWCI IBUOﬂlI']g.

The Committee was rehably informed that as at the month of August, 2011, the country had
resorted to peneraung most of 1ts electnaty from Thermal power which was very expensive
considenng that it required a uilization of a lot of fuel and fuel costs had psen thus the high cost
: The Commuitee established that the highest contnbutor to the high cost of electnany

of powe
was the cost of fuel accounung, for 46% of the cost per unt followed by the Energy cost

per unit
accounung for 38% of the cost.
The Commuttee also establhished that the electnaity generatng companies had huge debts due to

loans from Japan and Amenca taken for capial invesunents These debts are now paid in the
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also operates storage faciboes The pipeline from Mombasa to Nauob; and Nauobi to Western

Kenya operates at maxuynum capacty but thus capaciry 1s less than the esumated demand There

are 42 o1l markenng companies that parbapate 1n the importauon of peuoleum products 10
Kenya. The Commuttee established that the Mombasa-Nauoby pipeline (Line 1) which is the
major KPC hne 15 33 years old and according to the June 2010 in-hne inspecuon survey, the Line
s substannally corroded both intemnally and externally thus resulung 1n occasional spillages.

The Committee established that some ol marketers use the pipeline for storage of ol thus
clopping the system and resulung 10 other ships which wanted to discharge theur cargo to mncur
unnecessary demurrages, which costs are subsequenty passed on to the consumers. The
Commuttee further established that some ol marketers unported products before their rumn and
kept them 1n the sea for speculabve purposes A visit by the Comnuttee to the KPC IKupevu Ol
Storage Faciity in Mombasa estabbshed that there were two shups at the port belonging to Kenol-
J<obil (they had the OTS for May) that had brought 1n od consignments before their requured
dates and with the knowledge that they had not been allocated the ullage (space in pipeline) for

that tume.

The Committes alse estabbshed that the nil indncrry ctabehnlders had met at a meeting ronvened
by the Minuster for Energy on 20" May, 2011 at the KICC where they resolved among other
issues that the marketers be allowed only upto 14 days within which they can store domesuc use
products i the pipeline and 30 days for uansit cargo. The Minstry of Energy was also requred
to immediately introduce legislanve measures to enforce these requirements including 1mposing

suff penalues for any player who violates the rules.

Effecuveness of the ERC Price Cap regulations

The Committee found out that the current ol pnces are determined by ERC through a formula
gazeucd by the Minuster for Energy n December 2010, From the publbc heanngs with Kenyans
away from Natrobi it was clear that the od poce regulaton has changed the dynanucs of fuel puce
such that fuelis currently more expensive in Ruft Valley and Western parts of the Country than in
Nairobi unlike the sitvavon prevaling before the o1 pnce controls were put in place 10 December

2010.

The Committee also noted with concern that since the ERC pnce cap policy was ntroduced, the
retail pump pnces of fuel have been increasing every month raising the queston of whether they
were serving theu intended purpose. The committee established that cartel hke tendencies exast
among the oil matketers resulting 1n occasional shortages as was witnessed 1n the 1" week of May
2011 when petrol stabons ran dry for a week. Given that there 1s no fuel pnce conuol in
neighboning countnes like Uganda some matketers would opt to sell their ol products 1n such
countnes to make better profits while starving the Kenyan market where margins were capped at
K sh.O as at that ame. It was also established that some marketers which controlled a large market
share abstained [rom paroapaung n the Open Tender Systemn resulung in the shortage of ol

supplies.

The Commnuttee therefore concluded that the ERC price cap regulauons were not working to the

benefit of the consumer and needed urgent review
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The Commuttee noted that as a result of lack of a suategic o1l reserve, marketers purchase ol at
low puces and keep 1t with the hope that pnces will increase before they unload the o1 cargo at
the port at the higher poices The Commuttee further estabhshed dunng its visit 1o the Jpevu

"
Jetty on 4" June, 2011 that there were four ships in the seas waiting to discharge ol belonging to

one marketer.

The Commuttee however noted that the supply consuaint was a global 1ssue considening that the
United States of Amenca was expenencng the same challenges and the President Obama had
ordered a release of milions of bues from the Suategic Reserve to beef up the supplies and that
if Kenya had established one, then the country would be able to manage such challenges

Inefficiencies of the Kenya Petroleum Refinenes Linited (KPRL)

The Kenya Petroleum Refinenes Lirmuted 15 a state corporanon hcensed by the Energy Regulatory
Commussion under the Energy Act. The Refinery processes crude ol on behalf of Kenyan ol
marketers based on theur local market share. The Comnuttee established after meeung with the
ol industry stakeholders including the manapement of KPRL and tounng the facaility in Mombasa
that the refinery’s mefficiencies was conmnbunng 1o berween Kshs 510 shilings on a bue of

petrol

lhe Comuruttee was ntormed that smce 1974, the Government had not channeled any

investment to the refinery and most of its machinery had aged contnbuung to the hugh cost of
producnon yet KPRL produces 38 9% of the navonal demand of Fuel The Commuttee however
learnt from the data computed by the ERC that in January to Apnl, 2011, KPRL’s products were
more expensive than imported refined products by Ksh 2-4 per bue while 1n May 2011, products
from KPRL were cheaper than imports by Ksh 1.00 per bue ind:canng that the refinery could

]'1)51 be a g()('_)d mvestment lf WCU mznag(‘d as a nabonal SII"HEg]( asset

The Commuttee further estabbished from the Mister for Energy and KPRL management’s own
admussion that the company was not economucally wiable 1in the current state and unless the
planned vpgrade and modernizavon 1s undertaken on ame, then 11 would be prudent for the
government to shut down the company. The Commuttee also established that the refinery faced
challenges relaung to frequent power blackouts as they rebed on the navonal gnd for the same
resulng 1n interruptions 1n product supply and water supples disruppons. The Commuttee was
however informed that the strategic partner, Essar which owned 50% of the refinery had already

provided USD 3 mullion(3,000,000) which was 50% of the funds requured for upgrade of the
refinery.

The commuttee also heard that the jerty currently 1 use 1s also aped and beyond 1ts lLifespan
resuling 10 occasional closures due to structural faults: The lack of a second jerry to be used for

berthing of petroleum ships is another great challenge at the port which results 1n shups incurnng
extra demurrapes which then ])IJE‘ up 1o push up the cost of final ol p]mlucts to the consumers

Challenges facing the Kenya Pipehine Company

The Kenya Pspeline Company (KPLC) 1s a state corporanon jomntly owned by the Government ol
Kenya under the Mastry of Enerpy, suategic investors and the public thiough Nauobr stock

exchange The primary mode of uansport for fuels in I<enya 1s throuph the ],\J}u'lmr'_ though <P

s)



51.2 Energy

When the Commutiee on Cost of Living was formed in May, 2011, the reta) pump pnce of petrol
was Ksh 115.35 1n Nawrobs and all indicavons were_that it would contnue nsing. The Commuttee
on 26" May met ol industry stakeholders in Naurobs among them all the major marketers and the

industry regulators to establish the reasons for the sharp nse in ol pnces.

The Commuttee estabhished that the unprecedemcd high petroleum pump prices in the country
were caused by factors both within Kenya’s control and some beyond the country’s control some

of which are discussed below:
The Supply constraint and Internauonal price of petsol

The Commuttee established that the demand of fuel in the global market had nsen as a result of
the economic recovery after the plobal economuc meltdown of 2009/2010 and the demand from
the hughly industnalized countnes like China and India. The supply of the commodity was also
affected by the unrest in the North Afnican region and the Middle East and the war in lrag

The international crude o1l pnces had also ncreased gradually from January, 2009 but the increase
accelerated between January and Apnl 2011, In May, 2011 when the internauonal pnce of crude
ol was USD 112.848 per barrel, the pnce of petrol was Ksh.115.35 and diesel was Ksh.108 20
compared to the pnce of the same n July 2008, when the internauonal poce of crude ol was
USD. 137.35 and super petrol was then trading at Ksh.109.50 per htre. The Commuttee however
established that the retall pump pnce from May, 2011 was at a higher pnce than dunng past
challenges. The Commuttee further heard that increased freight cost due to pirates’ acuvites 1n
the Gulf of Eden has contobuted to the hugh cost of the final ol products

Depreciation of the Kenya shilling relauve to the U.S dollar.

The Commuittee established that the imported petroleum products are paid in US Dollars yet over
the penod from Apuol when the shilling was trading at KES 83.49 to the dollar, st has been
depreciating n value hitting the kshs. 95 mark for most of the July and August 2011. By the end
of day on 28th September, 2011 when the commuttee was wotng its report, the shilling was

trading at a low of Ksh.104 against the Dollar.

Lack of Suategic Oil Reserves

The Committee noted that the international poce of crude o1l 1s volaule and the supply of the
important commodity 1s not certain. The Commuttee further estabbished that the country lacks a
strategic o1l reserve to cushion the country against supply fluctuatons and the volaule global
poces, a fact that has been responsible for the frequent increase 1n o1 prices when internavonal

PLI(('S mcrease

The Commuttee establshed that there 15 no legal provision on the amount of ol reserves the
country should have at any one ume and despite statements by the government that it mntended to

establsh 2 45 day stratepic reserve nothing had been done to implement this plan
) g ) I



The Comsmuttee further estabbshed that the NCPB buying centers were at very long
distances from farmers and thus the hugh cost of uansporung their maize 1o the NCPB

discouraged them from domng so hence explonavon by muddlemen who came for the

maize from the farms

Lack of a Platform for farmers 10 engage-Resusantate the Kenya Farmers Assocranon

The comumutiee established that farmer’s problems have been agpravated since the
collapse of suategic msorunons such as; the Kenya Farmers Assocavon (KFA) and
Nauonal Milling Corporanon among others. KFA was mnstrumental in helping the
farmers 10 access farm wputs and market theu products as 1t had depots n all gramn
growing regions and 1n the remote parts of Kenya unlke the NCPB where these services
were dispensed

The Commuttee establbshed that IKFA owed huge debts to the Barclays Bank of Kenya
and Nanonal Bank of Kenya which were as a result of musmanagement. The Commurtee
however noted that a Mooon moved by 1ts Chairman on 17 August, 2011 requnng the
Government to wnte off loans owed by KFA 10 NBX had been adopted by Parbament
and supported by Government and was hopeful that the Ksh.1.3 bilbon the Government

agreed 1o advance KFA would be done promptly to revive the mnsuruion.

Availability of Cerufied Seeds

3)

The Commutice estabbished after meetnngs with maize farmers and the Kenya Seed
Company Lamuted that there had indeed been a shortage of cerufied seeds in the country

in the year 2010 and dunng the 2011 planung season.

The Kenya Seed Company admutted to having suppbed 15% less than the normal
capaaty This 1s because the Kenya Seed Company which 1s mandated 10 develop these
seeds had made a wrong suategic decision to cut down seed producton in the last three

years of 2008, 2009 and 2010.

The Kenyz Seed Company further lacks sufficient Jand on which to grow seeds as it has
to hire from povate farmers who somenmes dechne to grow seeds due to the low returns
of the seeds. 1t was further established that the Kenya Seed Company had enough money
to purchase huge tracks of land and had deaded to purchase the 1,800 Gatatha farm 1n
Kitale to enable them grow theu own seeds but this was hampered by the bureaucranc
deasion making process which required the authonty of Government before such a move

could be executed.

Over rehance on rain fed agnculmre

The Commuttee estabbshed that the government had concentrated ungavon agnculture 1n
and and senu and areas where fanming was not the mamn econonuc acovity of the area and
spnored those uadinonal bread baskets of this country which are left to rely on ramn thats

sometrnes erratc as had occurred this year, 2011 resulung in crop failure



Kenya a grant of 4,000 bags of maize which was 1n the high seas and that this maize s
normally sold to recoup the cost The Commuittee recommended that the government
considers selling this mawze 1o educauonal msutuuons to cushion them against the high
cost of maize and possible early closure of schools

The Commuttee noted that the factors discussed below had also contnbuted 1n one way or
another to the scaraty of maize or the high cost of the commodity:

Avalabibity of Extension Services to farmers

a)

The Commuttee established that farmers no longer receive educanon or sensitizanon from
agnculrural officers as was the case before resulang 10 low crop ylelds. The Commuttee
established that the Government has left farmers themselves to deade what farming
methods to use, the type of seeds appropnate for each season, the rype of feruhzer 1o
apply to the crops and the feruhizer mux appropnate for the sou type, a factor that has
greatly affected the product yield per acreage of land hence the food mnsecunty

Availability of farm Inputs to farmers at affordable prces

%
F

b)

1he comumiticc ¢stablished that the <O O [anm WPUls arc very nugh for aill cereal
farmers. This cost accounts for a big part of the final output cost. The cost of feruhzer
was a major concern to farmers as 1t was very high. As at May 2011, the Government
through the NCPB was selling DAP at Ksh 3,600 and Urea feralizers at Ksh.2,800 while
the same were being sold in the market at Ksh.4,200 and Ksh.3,200 respecuvely. This
made farmers who could not afford these feruhzers to plant wathout using the same
hence the low crop yields expected 1n 20117

The Commuttee noted that the cost of ploughing and harrowing land was prohibiove
considenng that the poce of diesel was always nsing and cost of hunng a tractor was also
high, factors that discouraged the farmers from using these effecuve methods of farmuing

Inefficiencies of NCPB

;)

The Commuttee established after meeting with the NCPB management and Treasury that
the Government usually releases funds to the NCPB late when farmers have already
harvested and nuddlemen have already began exploiting them. The said funds are usually
released 10 small batches which are not adequate for the NCPB to mop up surplus maize
in the market. The Commuttee also estabbished that one other challenge the NCPB faces
15 the fixing of pnces at which the Board purchases or sells maize from farmers and to the
pubbc. This poce setung 1s through a rather bureauvcratc process and someames the pnce
at whuch the Board can purchase maize 1s far much Jower than the market poce thus

discouraging farmers from selling maize 1o the NCPH.

The Commuttee invesugavons also revealed exsstence of corrupvon and carte] lke
tendencies at the NCPB where the Board rejecied the maize debvered by some farmers
on grounds that it had a high moisture content but when a puddleman buys the same
maize {rom the farmer and sells 1t 10 the Board 1 15 accepted Interacoon with farmers
and members of the public also revealed that the subsidized feralizer from NCPB s
vsvallv sold to a few people who are not even farmers who then sell the ferubzer 10

farmers at hjghm prices conwwbuung to the increased cost of producuon
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h)

was retaling at Kshs 110 n Jtale, )Kshs 105 i Eldoret and Kshs115 i Iusumu and

Ahero towns. These are the highest prices for maize 1n years,
that farmer would hold onto theur maize 10 the face of such ncredibly pood renuns,

t’!upC(”“y when one considers that at harvest ame pnces averaged Kshs 800 for a 90 kg
Whatever little stocks farmers were holding was meiely for theur domesbc vse The
aCross any discermble proof that farmers or maize traders were

making 1t highly doubiful

bag.
Commuttee dod not come
hoarding maize.

Subsequent visits and publu heanngs by the Commuttee to Bomet and Narok on 24+ July

and 25" July respecovely established that though the South Ruft region was harvesang
maize, the harvest was way below the normal yield by over 40% as the region had
suffered crop falures due to faillure of rain dunng the plantng season and lack of

avalabibity and poor quabty of seeds. Maize was sull trading at between Kshs 100 - 110

and the puce was not Cxpcc(ed to drop further.

Visits to mullers in vanous parts of the country remnforced concerns that there was 2

Joomung shortage of maize. Unga Mullers 1n Eldoret had maize 1o mull for only 8 days as al

FFriday 27" May, 2011 Unsted Millers in Kisumu had already shut down theu maize
miulling business as at Monday 30" May, 2011 due to maize shortage. Mombasa Maize
Millers were operatning at 3U% capacity and were only being sustained by the e maize
tnckhing 10 from Uganda and Tanzana in the face of neghgible local supply, and as at
Friday B'djune, 2011 they had maize stock to last no more than 3 days of nulling

The Commirtee estabbshed that while importatoon of maize may seem to be the only
route out of this conundrum, 3t was mmportant to note that the Commnuttee also
established that the internatonal maize market was also consuained with pnices equally
and so importaton would only stabilize supply but not reduce cost. Regionally,
1d Zambia were said to be the only countnes with non GMO maize but the local

hagh,

Malawa a1
millers were of the view that logistics of imporung from there posed great challenges and

the landed cost would be pxoifubmve. The Commuttee established that the maize thai
would be most accessible as at June 2011 on the internavonal market would be trom
South Afnca - but that would 1n all likelihood be Genencally Modified (GMO) stocks

Government would therefore need to decide whether o1 not to unport GMQO, and of

course duly inform Kenyans of that decision. South Afnca was supplymg Mexico with

maize as the US maize market was also constramned. Yellow maize was however available

on the world market and the government could consider that as another opvon.

The Comimuttee further established that when school Boards of Governors made budgets
at the beginnng of the school year 1n January, 2011, maize poces averaged Kshs 1,800
With this doubling to over Kshs 3,600 i just five months, budgets of boarding s hools
were thrown Into a spin, leaving the insotunons facing the very rea) nsk of early closures
As i were, many boarding schools closed early dunnp the sccond term

2011) and some increased the fees for thud term to cover the defiat casung 2 further

(July/ August

burden on the parents

Dunnp 1ts meenng with the management of Gramn Bulk handlers Lonted and a

subsequent meeung with the Head of Public Service and Secretary to the Cabinet, the

Commutiee estabhshed that the Government ol Japan had given the Government of
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5.0

ANALYSIS OF FINDINGS

5.1 1ssue-Specific Analysis

5.1.1 Cereals Sub-Sector

a)

b)

d)

The Commuttee after visinng the breadbasket Counves of Uasin Gishu, Trans-Nzoa,
Narok and Bomet established that indeed the shortage of maize 1n the counury was
serious and that the problem would persist untl the end of thus year, 2011. This 1s because
the rains had failed dunng the plantung season in March after the farmers had planted as a
result of which many crops had dned vp. Furthermore, the farmers did not access the
maize seeds on ime and the seeds on offer from the Kenya Seed Company were of a
vanery that they were not accustomed to thus many ended up planung seeds from theu

past harvests/rccyclcd seeds.

Discussion with farmers in Eldorer, Kitale, Narok and Bomet also disclosed that fernhzer
for planung (DAP) from the NCPB stores reached the farmers late when they had already
pianted and thus the expected harvest would be tar much bejow the normal yicid. The
Commutiee also established that many small scale farmers could not access the subsidized
ferulizer from NCPB even after paying for it as the large scale farmers usually purchased
all of 1t and that some cartels exasted which bought the ferulizer from NCPB at the

subsidized pnces and sold it to farmers at high pnoces.

A spot check at the Navonal Cereals and Produce Board (NCPB) Eldoret depot
conducted by the Commuttee 1n the company of the NCPB top management on Fnday
27" May, 2011 confirmed that the board was holding a total maize stock of only 32
milbon bags as Suategic Gramn Reserve (SGR). This maize was way below the requured
thieshold of 4 mullon bags of maize in-the SGR and could not therefore be scld
commercially to millers or the public as the commeraal stocks had been exhausted and
part of the stock was meant for famune relief for the drought stnicken areas. The
Comnuttee was rehably informed that the country consumes approximately 3 mullion bags
of maize a month and even if the NCPB was to release all the maize 1 1ts stores, it would

only feed the country for one and half months.

The Comnuttee made impromptu visits on Saturday, 28" May, 2011 to two warehouses
belonging to major maize traders 1n Kiatale — Kitale Main Millers and Shalom Enterpnses,
to establish the levels of theu maize stocks and whether the traders were getang any
substannal amount of maize from local farmers. The Commuttee found that IKitale Main
Millers had a stock of 5,000 bags of maize against a capaaty of 15,000 bags, all of which
had been sold and was being packed for uansportavon to the owners, while Shalom
Enterpnses had 3,000 bags aganst a capaaity of 10,000 bags. Each was operaung way
below theurr capacry Both wuaders indicated that they were offenng farmers the
unprecedented high pnces of Kshs. 3,400-3,600 per 90kp bag of maze but were

categornical that even a1 that pnce, there was very litde maize wckling 1n from local
farmers They were now petung maize beyond the counuy’s boarders - 1n Uganda and
Tanzama yet Tanzama sull had the embargo 1imposed on exportanon of maize 11 was

further established that 1 the same penod that 2 rwo-kidopram un of mawze (poroporo)
l s ci) & /
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vi)  The salary of majonty of Kenyans has remamned the same yet ppce of essenval
commodines has nsen so much thus the need to rase salapes of employces to be

commensurate with the mncrease in commodity prices
local commumnines and the locals

vu) That the expected Por of Lamu should beneft the
<hould be involved in discussions and decision making onssues to do with thus port so
as to promote buy in and support by the Jocals
vin) There 1s need for the government 10 mvest 1N uUngabon 1o ensure farrmung acuwvines take
as there are many 1jﬁia})ped nvers

“':plau- thmughmn the year so as 1o ensure food secunty

at the Coast
ix) The road to Lamu from
wansportabon costs which then

Mombasa 15 11 2 dep]orablc state thus contnbuung to high

contnbutes to the high cost of commodives.

x) Lamu lacks a recreanon centre for chiidren to play as land has been grabbed by pnvate
developers including Fish landing sites which have been grabhcd by people The

s to these illegally acquired parcels of Jand

government should revoke oue
allowed to harvest mangrove forests for commercial

w) That the people of Lamu should be
purposes

a) That the people of
tuadivonally farmers

xi) That the Government brought members of th

| Tt o
laliialg  avie

lamu do not have ude deeds to lands yet these people are

e Kikuyu community at Mpeketomn and
< FU_"__}"}{‘_! th; ;l‘r\\ff‘rﬂﬂ\f'l"ll has mn a

sseisted  Lhem  (w ubdcilanc

discnImnatory manner (ivveiope(i nfrastrucrnure 1 the area 1o the exciusion of Lamu thus

For nstance, the hospital in Mpeketon is

marginalizing the indigenous peop]c of Lamu
hospna] n

beter equpped than the Kung Faad Memonal hospital which 15 the district
Lamu

That insecunty 1n the area 1s hugh and the Government was not nterested 1n pmvuhng
secunty in the area thus threatening the only ec onomic actvity in the area, tounsm That
Al Shaabab mibna f{rom Somala had been allowed to roam freely in the county
sts and discouraping business acuvioes

xw)

threatening, pcc}plc and toun
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That farmers 1n the North Rift would be harvesung wheat starang in October and that
the Commuttee should help it lobby the Government to release funds to it early 1o enable
1t purchase the wheat from farmers early to reduce exploitauon by muddle men.

The Kenya Seed Company representauve who wasb:esenl explained that thus year, the Kenya
Seed Company had planted enough seeds and therefore they will not have any shortage

The representauve of the Agncultural Finance Corporaton had thus to say:

)

b)

d)

4.0.17

That AFC’s 1ole is to ensure that farmers have adequate capial to undentake farming and
that duning the current year, 2011, AFC had advanced about Ksh. 160 milbon to wheat
and maize farmers.

That a big challenge 1 farming was Jack of market linkages and linkage with NCPB that
would ensure that when farmers have harvested, they could be given farm wnputs like
fernlizer and seeds agawnst the grain delivered to NCPB

That farmers who have debts owing to AFC and have problems repaying due to genuine
reasons should visit AFC and discuss with them how they can pay later to avoid aucnon

of theiur property
1hat the AFC also has tunds to tinance value adding acuviues to the tarmer which 1s

rarely vnlzed.

LLamu Public Heanng

On 17* September 2011 the Commuttee held a public heanng 1n Lamu at the Lamu Fort The
object of the Lamu heanng was to understand the effect of the land tenure system in the area on
cost of living and how the locals expect the Government to address the same and further why
there are squatters in Lamu, 40 years after independence yet the Consurunon prowides for vapous
land tenure systems which can benefit the locals. The following views were received from the

public:

The Commuttee heard that,

1)

)

In the month of August, the Commuttee on Lands visited Lamu 1o invesogate the land
queston and the people of Lamu gave theur views including memorandum on what they
felt the government should do and that they now needed feedback and not another
parhamentary commuittee.

The government forcefully removed the Jocal community (the Bajur) from theur lands on
the pretext of them being shifta mibna and brought in foreigners (mosty Kikuyus) to
their lands and that the land 10 Mpeketons from which the local communives were evicted
was divided into schemes of which 90% was allocated 1o foreigners (Jukuyus) and only
10% went to the local communites.

The government has been discnminating against the local communibes in land allocanon
as 1t gave Alloument letters to the locals and only gave them 90 days to process ndes or
else 1t takes back the land whuch 1t then allocated to foreign commurnunes.

The government should inuoduce pnce conuols to cushion Kenyans from the high
prices at which essenval commodines are sold to them

Sugar from Somaba which has an unstable povernment gets 1o Kenya through the

J[usmayu border at a far much cheaper price than sugar produced locally
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h)

1)
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That the Government should restuain {rom zero raung unports of wheat and maize at

harvest ame
That farmers Jacked storage faciboes for thewr gramns after harvest which made them

vulnerable 1o sell thewr mawze cheaply after harvest
The Government should develop and implement measures 10 prohibit harvesang of

green maize as this was contnbuung to food scaraity in the country

"That Joans owed 10 AFC by farmers keep earmung imnterest even afrer darmers. have

delvered maize to the NCPB. There 1s need for AFC and NCPB to coordinate so that
AFC stops charging interest afer the farmer delivers maize to NCPB

That Guaranteed Mimimum Returns was stopped in 1979 yer 1t was encouraging farmers
to grow food crops. There is need for the Government to remntroduce GMR and
INsurance against crop farlure.

That there 1s a reason why the Agranan Revolunon preceded the Industnial Revoluvon as
no country in the world can be successful without bemng able 1o feed its populanon There
is thus need for the government to vest more in the Ministry of Agnculrure 1n order 1o

ensure the country 1s food secure

The Charrman of the Commuttee and the other committee members present responded as

follows

a)

b)

d)

I hat he had promised to push for revivai of the Kenya Farmers Associanon due (o s
importance to farmers and that he had moved a Mouon 1 Parhament urging the
Government to allocate Ksh. 1.3 billion to the Kenya Farmers Associanon for ats revival
which Monton was discussed and adopted by parthament on 17% Auvgust, 2011

That after meenng farmers 1n Narok, many of whom had wken loans from AFC for
maize and wheat producoon and had been unable to repay the loans because theur crops
had failed and AFC had wntten to them threateming to azucvnon theu fanms, the
Commurttee resolved to move a Mouon urging the Govermnment to allocate Ksh. 2 billion
o AFC to undertake 1ts work and also urging that AFC waives the loans or interest on
Joans owed by the farmers. The Chairman however requested the farmers who have AFC
debts to go negonate with AFC so that the repayment schedule can be adjusted

That the Commuttee wll seek to secure the interests of the dairy farmer unol the quesuon
of the property and assets of the farmer 1n the New KCC are ascertained He assured the
farmers that the Commuttee would be filng a Mownon 1n Pathament secking to stop
privatizabon of the New KCC unul the status of assets and shares of farmers therem are
determined.

That there was need for structured engagement between the Government and farmers
akin to the Pnme Minister’s Round Table with Povate Sector to ensure that the policy
formulators and implementers come up with laws and pobaes that are in sync with

current happenings.

The Reg:onal Manager of NCPB stated as follows

a)

That the Government had mncreased the pnce at which the NCPB would buy maize 1o
farmers to Ksh. 3,600 which was a good poce and he urged farmers 1o take theu maize 10
NCPB as it now had money to purchase the maize

That the Warehouse Receipung System was a good pohcy and that farmers were
encouraged 10 adopt it However, that the NCPB management would be visinng farmers

to explain 1o them how the system works and 1ts benebDis
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The conuactors employed to undertake CDF projects were downg poor quality work
especially concerning road mamntenance thus wastage of funds

That }otw County has a Jot of sun which the government could harness to produce solar
enerpy and therefore reduce cost of electnaty. The government could do tus by
subsidizing cost of solar panels to members of the pdbht in the County.

That the Government needs to plan and develop a proper supply and distnbunon
framework to ensure surplus food produced in one part of the country reaches the parts
which are deficient.

That Ksnu County has a number of muneral resources including hme 1 Mutomo, coal,
iron ore at Jkutha and precious stones and yet the Government had not established or
faclitated estabbishment of any industnes in the area to create employment opportunites
The youth who had reached 18 years lacked Natonal Idennficanon Cards

The Government should regulate pnces of essential commodines hke food.

Management of the Kaz) Kwa Vijana program was poor as many young people who had
done work have never been paid.

The Government should establish a mango factory n Kinu Central because dunng the
harvest season, many mangos get spoiled in farms.

The huspitale i the Counry lack escenzel medicines thue increacine ot af medical care
S incre ¢ ot af wredical cass

Eldoret Meeting with Kenya Farmers Associauon

The commuttee held a public heanng in Eldoret for the third ume at the Eldoret Sports Club on
5 September, 2011 but this ume the target was farmers from Uasin Gishu, Trans Nzoma and

Nandi Counues who are affibated to the Kenya Farmers Associaton.

The main object of the meeung was to give the farmers a feedback regarding progress of revival
of Kenya Farmers Assocabon as discussed dunng ther meeting with the Kenya Farmers
Associaton held on 18" August, 2011 at the NCPB Hal in Eldoret. The farmers raised the

following issues

3)

b)

f)

That Nauonal Bank of Kenya (NBK) and Barclays Bank of Kenya (BBK) are the greatest
creditors of Kenya Farmers Associaton and their request 1s that the loan to NBK be
wntten off as NBK had also been salvaged by a loan from the Government which was
basically tax payers’ money.

That Kenya Farmers Associaton has shares in Kenya Seed Company but now Kenya
Seed Company Limited sells seeds to farmers through agents and these never get to the
farmers

That payment of maze debvered to NCPB by farmers delays too much yet when the
Government is required to import maize, it releases money very fast. Furthermore, the
NCPB does not pive fertlizer to the farmers who are awaiung payment of theur maze
unless they pay n cash

The Government should renew leases for assets of Kenya Farmers Associanon and waive

the rates owed to county councils by the KFA.
That the KFA used to provide farmers with farm inputs like seeds, fernhzer, diesel and
tractors and also assisted themn 1n harvesung of crops, keeping the harvest and then selling

the same when the price s good
That loans owed 1o AFC by farmers chould be winitten off since most of them lost theu

produce n the 2007 elecvon wiolence and the crop faldure due 1o the drouvght and ramn

fadure afterwards
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4.0.15

Lokschar has about 6,000 internally displaced persons, some from the 2007 elecoons and
some as a result of rusthng and msecunty from neighbonng commumues who are yet 1o
be resetded

The Government had disarmed the people of Turkana and falded to disarm theur Pokot
naghbors thus encouraging the frequent raids aimed at stealing theur hvestock

That the Government should decenualize food rebefl stock centers instead of all of it
being centered in LLodwar to reduce corrupuon and 1o ensure it reaches its target.

Kitw Pubbc Heanng

The committee held a public heanng 1n Kt at the Mulupurpose Hall on j.2 August, 2011, The
Commuttee towred Kunu as 1t wanted to get views from the people of Ukambary who are most of
the ame affected by famine and have to depend on rebef food A total of 30 people pave theu

views to the Commuttee and saxd as follows

a)

N

g)

h)

m)

That for two seasons now, rains had faled causing crop fallure hence the area was
expenencing senous famune and thus required food relief from government
That the cost of fuel had nsen to very high pnces contnbunng to the high cost of

essennal commodiues
That the area has a severe shortage of water for dnnking and for other domesoc chores

et Tolite A orha coane
erog Wl LOVEDTY

That the meanle of I b miater at IWch 20 ner 200 hite, Avraen
L3 <. the people of Xann atlhohs SV per SU ater jerpoan andscanng

of the simavon. For this reason, Economic Sumulus Program bke establishment of

fishponds i the area had failed since they lacked sufficient water

That the whole of IGnu County lacks a stadiam or recreanonal facibity to develop youth
talent yet the region has produced some of the greatest footballers and football coaches in
the counuy bke '‘Ghost’” Mulee and Franas Kumanth.

That although rwo perenmal nvers;, Tana River and Athi River pass through Ukamban,
the waters have not been harnessed for wrngavon purposes thus leading to food sc araty
The government should therefore support irnganon projects in the area 10 ensure food

5(‘.‘(1!]”)’

not allowed to grow crops around the nver
The Government should complete development of Umaa dam 1n the repion and develop

more dams to facibtate ungaton in the county.

That the people of Kinum have been marginalized 1n shanng of resources as the
govemnment has ignored development of infrastructure especially roads in the repion. For
example, there 1s no tarmac from Kitm to Mutomo and the road from Kibwezy to Kitw, a
class Broad 15 1n a dilapidated condibon thus increasing transportaton costs.

The Government should subsidize food puces to cushion consumers from the hugh
poces

Government should consider subsidizing cost of fuel especially diesel which 1s used by
tractors in order to reduce cost of producnon.

That Members of Parhament should pay taxes on all theu incomes like all other Kenyans

50 25 toaval funds for socaal programs
That the pastoralists who were dying of bunger should be sensinzed so that they can eat

theu arumals dunng umes of drought and farmune
Thar Consoruency Development Funds (CDF) were beinp musused znd the local

commumnes were not involved inidenofying the projects to undertake
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One resident wondered whether the Government really exsted and )f indeed it did
whether it had ears as the people of Lokichar have been called to meeungs by the Disunct
Comumussioner severally where they have given theu wviews on what the Government
should do to address theur plght but they have never gotten feedback whether posiuve or
negaove thus begging the queston whether the Government would come to the aid of
the Turkana people just like Jesus Chnst came when he was not expected.

That many school going children were absenung themselves from school because the
distance from home to schools 1s very Jong and sometimes they have to join their parents
1n search of food and water. There was a proposal therefore that the Government should
convert all pnmary schools 1n Turkana into boarding schools and revise fees for pnmary
schools according to the needs and abibity of the parents.

- That weather predicton by the Meteorological department was not accurate thus making

the locals not able to plan accordingly.

The number of teachers 1n Turkana County was very small thus the ravo of teachers 1o
students was very btde affecung quality of educauon

That the Turkana people have always been marginalized and even in representavon,
though the county 1s big (77,000 square kms), they only have three Members of
Parhinment and the Govermnment had wnithheld cencus reenlic of the area in fartherance of
this marginalizavon. The people vowed not to allow the Ministry of Plannung to repeat
the populaton census in the area and instead demanded that the Government releases the
results of the 2009 populavon census.

The road between Lodwar and Kitale 1s very poor and insecure and chances of uavelling
from Kitale to Lodwar without madent is 50% and furthermore, uansporters and traders
who bnng 1 goods pass on the extra cost caused by the poor- state of the road and
msecunty to the consumers.

Some NGOs seem to have a monopoly 1n Turkana and are using the Turkana communuty
and other marginalized commumnities hike Somals as condwts to raise funds 1n Kenya and
ennch themselves and the interest of the common man was not one of theun kev
objectives. That the Government should allow other NGOs with pood intenvons to
come operate 1n Turkana.

The Government should implement a plan aumed at compensaung the people of Turkana
of the livestock they lose due to rusting and also assist them in restocking after the
famine.

Most land in Turkana South and the larger Turkana 1s trust land and the Jocals do not
have atles to these lands thus cannot use them as collateral for loans

The Government school feeding program should be implemented even dunng the ume
when schools have closed.

There 15 no electnaty 10 Turkana yet there 1s power generated from the River Turkwell.
In Turkana people use kerosene lamps which are a health hazard and the kerosene 1s
expensive. That 1f electnaity was provided and lighung improved, even catde rusihing
would end.

That there are two permanent nvers i Turkana River Turkwell and Keno and several
seasonal nvers and 1if the Government invested 1n urngavon, then Turkana area would be

food secure

School dropout rate i Turkana espeaally the pirl chid s high due 10 poverry and these
guls end up paruapaung 1 1immoral acuviues n order 1o earn 2 hvebhood, many of them

dropping out due 10 eatly pregnancies
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4.0.14 lLokichar Public Heanng

The comnuttee
201 1where a total of rwenry })m)pl(’ g

held a public heanng 1n 1 okichar at the Turkana South DC’'s Offices on 307 July
ave theu views to the Commuttee 1aising the followang issues

and recommendanons

The commuttee heard that

1

(%]

wr

6

That Drought is one of the greatest problems facing the p('(‘)p](’ of Turkana resulang to

many people dying of hunger.

That there was lack of medicine for theur bvestock hence most of them die of diseases
The rains had faled i the area for the past one year and therefore they had no water for
domesutc purposes, for hvestock and for farming exacerbanung the famine.

That distmbunon of rehef food was being undertaken unfaurly as only a small percentage
of the needy populanon was receving the food and 1n small and inadequate quanuuoes

That food 1s distnbuted according to the pupu]amm counted per homestead yet the non

governmenm] organizabions take down less than the number of people 1n the homestead

thus bninging less food
Insecunty in the area was high and that peop]r were under constant attacks [rom the
nerphbonng communines especially the Pokot and even the pobce officers sent 10

J

provide scuounly dic u\.-t*l};u'uc!.td and kibled by the Pokat Yaridit:
officers 1n the area by cvibans from neighbonng commumnes were on the nse and thos
was scaning pobcemen from coming to work n Turkana.

The roads to Lokichar and 1o the remote parts of Turkana ke Kalapata and LLokon are in
deplorable condivon thus prevenung access of rebel food and medical supples to the
people.

The main cconomic acuviry of the Turkana people s bvestock reanng
livestock have died due 10 diseases, drought, and the remaining ones taken away by catle

yet most of then

rustlers.
That most of the land belonging to Turkanas had been grabbed by theur Pokot neighbors

and the locals now lacked adequate land for grazing therr ammals Thos there was need 10
demarcate the land and clearly indicate the boundanes of the land of Turkanas from that
of their neighbours.

Most of the Jand 1n Turkana South 1s dry and the soil 1s not arable; for example the land
between Lodwar and Lokichar 1s not suitable for growing anythung as the soil1s poor and
there 1s no water.

There are very few Turkanas who are educated because 1n the past, they had a lot of
livestock and thus made the people assume that they were food secure and therefore did
not think taking theur chidren to school was important. The few who are educated and
have stable employment therefore have to cater for many other dependents from theur
extended farmbes

The Kenya Pobce Reservists are not paid and thus are demonvated and also have

weapons that are infenor 1o those of bandits and rusders thus not providing adequate

securty.

Dependence on rebef food by the local commumnibes was prevenung them {rom venrunng
In 1ncome earming actvites contnbuting to the huph poverty in the area

Veterinary services in the area are not adequate yet the ]!ru}ll( are pastorabst and the
services avallable are expensive and not affordable for the locals thus the people request
that the government should prowide or subsidize these services
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At the meeung, a total of twenty people drawn from bvestock farmers, uaders, teachers, women
representatuves, elders, youth representauves, NGO employees and other government oflicers
spoke at the meenng and below 15 a summary of the issues the parvapantsraised: that

a)

b)

The mainstay of the people of Lodwar is hivestock reanng and yet there was no vetennary
services for the livestock and the one siocked by private pharmaces was too expensive
and hence beyond the reach of many locals resulung 1n the amimals dying from diseases.
The distububon of rebef food delivered by the Government and most aid agencies was
pooily coordinated thus the food was not reaching remote areas of Lodwar which is
affected by the drought and further that there s rampant corrupoon 10 the provincial
admunistration espeaially in relief food distnbunon thus the food does not reach the
intended target.

Insecunty 1s high in the larger Turkana area caused by combaunts from nesghbonng
countnes of Ethiopia, South Sudan and Uganda resulung 1in hiph commodity pnces due
to the psks involved and the hugh cost of uansport

There 15 shortage of dunking water forcing famibes to uavel long distances 1n such of the
water for human and bvestock consumpnon

Cattle rusthng are rampant 1n the area with the Turkana’s losing large numbers of theu
bvestock to neiphbonng communives hke the Pokot and Toposa as a majonty of them
had surrendered theu guns to the government and yet the government was not providing
them with adequate protecbon.

The Government had disarmed the Turkana community alone leaving theu neighbonng
commumnites especially the Pokot stll armed thus exposing them to danger of attacks.
There 1s high unemployment n the county hence the few who are employed have so
many dependents contubuting to the high poverty levels.

The cost of fuel 10 the area 1s among the hughest 1n country resulung i high uansport
Costs.

Residents were concerned that despite the area hosung the River Turkwell power
generaung plants which contobutes hydroelectnc power to the nauonal gnd, the area
does not have electnaty.

The larger Turkana area has poor infrastructure espeaially roads and the main road linking
Lodwar to Kitale 1s in a deplorable situaton leading to increased uansport costs and
hence high cost of iving

The Turkana 1DPs have not benefited from the funds prowided by Government which 1s
meant for resetdement of IDPs or rebef food given by government s very btde and does
not feed all the people thus causing more confhcts

That the Nauonal Youth Service (NYS) vehicles used for transportanon of food Jack fuel
most of the ame thus the food does not reach all the people tarpeted

That Government should consider inttoducing pnce conuols for basic commodives to
cushion the poor against the high prces.

That the Government should focus on unganon and ensure that any NGO cormung to do
projects in Turkana should first of all vest 10 ungavon and consider tapping nto the

exasang natural resources 1n Turkana parocularly solar energy as the area has plenry of
g P ‘ £

surn
The Comumutiee 1€5PONSE Was that the area residents should be vipdant 1o ensure that the

Provinaal Admurusuavon  remamns uansparent and accountable 1n disuibuoon of food

and should report any pilferage or theft of the same,
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The mmplementanon of the new Consorunon should be speeded up to ensure devolved
Govemments start funcoomng 1o spus development of Narok Counry

The Ihscuict Development Commutiees (DDCs) should be revived in Narok to help the local
farmers Njaa Marufuku progarmme funds are misused and they don’t assist the Maasa

pcoplr
That Corrupoon n Government was too much and that 1s why services are not reaching

majonty of the Kenyans.

Govemment should 1ssue farmers with title deeds so as to enable them access loans.
Govemment should allocate NCPB with enough money to buy cereals from farmers dunng
harvest. Stratepic Grain Reserve must also be increased and expanded to include other grains
like wheat and beans, not just maize

Food secunty 1s equal to natonal secunty and the farmers do not have informanon regarding
faxrrming and even weather patterns and educanon to ensure they are carrying out quabty
farming Extension services should be revived to enable farmers to get knowledpe of proper
farmuinp methods

Government should stop aiding traders to wmport farm produce since there 1s enough

capaaity to produce 1n the Country. It should nstead focus on making the country to be able

to produce enough for its consumpuon.
There are no adequate health tacihines 1n Narok.
There has been constant mncrease mn pnce of basic commodines. 11 was estimated that 60% of

people’s budget 1s used on food because of the high cost of hving There was a proposal that
the Government should regulate market pnces of essennal commodines to avoid explontanon
of consumers by uaders

There was a concern that the Maasai culture 1s being misused. Many tounsts dress in Maasal
attire and even Kenyans of other tnbes pretend to be Maasai for financial benefit.

The farmer should be respected and ueasured just like 1t 15 10 Furope and Amenca where
they are protected by thex Governments and even given subsidies. Here 1n Kenya the farmer
has been neplecied by the Government and has been left at the mercy of middlemen and
cartels Farmers should be offered a guamnlecd mimmmum return on theu produce to ensure
that they always benefit from theur farmuing. In this regard, an Ac of Parbament should be
enacted to protect farmers.

All needy school gomg children 1n Narok should be able to receive bursanes from the
povernment and the amounts need to be increased to be meamngful

The pnce of peuoleum products has increased sharply causing the general cost of bving to
shoot vp beyond the means of common persons. The government must therefore consider
diversifying 10 other sources of energy like solar, biogas, etc.

Banks nterest rates are too high and this discourages most farmers {rom taking loans These
should be revised downwards to encourage more farmers to take up loans to engage 1n large

scale farmung

The exchange rate of the Kenya shilling 1o the US Dollar 1s also very high and the

povernment should step 10 10 regulate 1t

4 0.13 Lodwar Pubbe Heanng

The commutiee held a3 public heanng 10 Lodwar County Counal Hall on 2

Commttee visited

. h 2 S
29% July 2011 The
e arca dunng the penod when drought had ravapged the area and media

reports had indicated that a number of people had died as a result of fanune and many more were

in danger of dyng as a result of the same
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potatoes is seling a1t Ksh 30. The Government should also wote-off farmer’s debts /
Joans or compensate them when there 15 drought and crop faiure as a result

q) It was sugpested that since boarding schools are closing early due to food shorage, the
‘Government should provide schools with-rehief foods or scale up the school feeding

program.
1) Tea Cess should be remntroduced by the government to help maintain the infrastrucrure 1n

Bomet.

4.0.12 Narok Publhic Heanng

On 25" July 2011 the Comnuttee held a public hearing 1n Narok County Counci Hall The
Commutiee visited Narok because it was interested 1n getung the views of wheat farmers and
bvestock keepers on how the status of the economy was affecang their cost of bving. Dunng the
meenng, the Comnuttee received views from maize farmers, wheat farmers, tounst stakeholders,
area counalors, the area MP and general ressidents of Narok. The following views were given by

the parbapants at the meeang;

*  That Agncultural Finance (AFC) Loans were a big burden to farmers and needed to be
ictes off By the Govermment juss a5 was done lor colfee farmers. This 2s beeduse ey kad

Nlas ssd \4]

expeuenced crop fallure due to bad weather and the AFC was now threatening to sell theu

‘|

assets.
«  That farm inputs were very costly especially diesel fuel which s used to run farming machines

such as uactors. Ferulizer was also beyond the reach of many and the seeds and ferulizer
distnbuted by NCPB got to the farmers late when they were no longer needed. This resulted
in farmers recycling harvest seeds which led to low crop yields.

» Farmers stated that the Kenya Farmers Assocatnon (KFA) had played a big role 1n assisung
farmers dunng the ume of its existence. That the KFA had centers in many places closer to
the farmers thus faailitaung distnbunon of farm inputs.

« The bad state of roads 1s hurting the economy of the county, parncularly the road leading to
Maasar Mara 1s killing the economy of Narok especially Narok South. The locals requested
that Maasay Mara reserve being a major tounst attracuon i Kenya, should be fixed as 2
matter of urgency. Equally, the Narok - Nakuru road should be repaired to ensure
transportaton of produce ke maize and wheat 1s done and able to reach other parts of the
Counury.

* That there are no slaughter houses in the area yet hvestock farming 1s a major economuc
acovity. The Govermnment through the Minstry of Livestock should set up an abattowr in the
area to save them the costs of uwansporung lhivestock to At River factory for slaughter.

+  That Desuucnon of Mau Forest bordenng Narok South is mterfenng with agpcultural
acovines thus contnbutng to the current food shortage 1n the area. This 1s because the nvers
have dned up due to human interference with the Mau forest and the Mara River 15 also 0
danger of drying up thus tounsm in the area 15 at nsk Urgent acnon should therefore be
taken to save the Mau forest

»  That the NCPB depot 1n Narok had been leased out to pnvate millers (Mombasa Maize
Muillers) thus affectng the abibry of farmers to dry and store thewu cereal produce The farmers
therefore feel that the Government has been unable 1o 2ssi1s1 themn thus the current [ood
shorage in the area

»  That 90% of Narok 1s composed of farmers and thesefore services should be brought doser

including recearch stanons which are currendy only avadable 10 Njoro and Naurobs
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b)

Jt was alleped that traders [rom outside Bomet mosdy nmuddlemen buy all the maize

during harvest from the farms at Jow pnces and farmers end vp selling because there are

no storage facibuoes
That the South Rift region was indeed harvesung maize but the quanaty was below the

rxpcued yield due to crop faure as a result of poor rains It was estmated by the Disunct
Agnculture Officer, Bomet that the expected yield would be about 70% of the normal
indicatng a 30% crop fatlure.

Milk s ploduccd n plenty in Bomet but 1t 1s bought by uaders mainly [rom Kisu at low
prces due to lack of cold storage facibties and processing plants to add value One farme:
alluded to the fact that he had to give out ‘'maziwa sosa’ before hus mulk 15 bought
Therefore the Government through the Minisiry of Industnializavon or Muusuy of
Cooperatves should establish milk processing plants in Bomet to help dairy farmers to
process their milk both for the local and internanonal market

The farmers felt that farm mnputs were expensive especially fernbzer whose pnices moved
from 2000 to 6000 per bag which was too costly and also that farmers had no way of
knowing the quabty of the ferulizer being sold to them

There are poor policies on water resource managemesnt

The youl_h have no access 10 Agun;]mrn] Finance Corporaton loans due to lack of
coliateral and ude deeds and they aic not bang offered alternanve mezne of accrcang

| RO, Lo | Pz e B s it
valiys uuP NCTIHLSGVES didniciagy

The rate of mflanon is at 12.4% which 1s 100 high and everything 1s 100 cosdy and youth

are unable to marry as they feel that they will not be able to support themselves or theu

farmbes.
Fammers stated that the bberahizanon of markets had placed the local producers at a

disadvantage because markets get flooded with cheap imports Jeaving the Joc al producer
without fair market

There was concern that the government had no mutgabon measures against disasters as in
one part of the Rift Valley (Turkana), people were dymng of hunper, while 1n another
(Bomet), farmers had plenuful harvest and were being exploited hy middlemen under the
Government watch,

It was said that NCPB was sull stonng maize of 2008 instead of releasing 1t 1o the market
to stabilize the markets and reduce shortage and further that the povermnment needs to
fund NCPB to subsidize farm mputs and help farmers produce, nstead of using a lot of
funds to import maize 1to the country.

The government needs to come up with proper food pobcies to ensure food secunry in

the country nstead of waiting to respond 1o cnsis.

Extension officers need to visit farmers at the farms to educate them on the good farmung

methods mnstead of staying at the offices while farmers are suffering and Government
should brnng farmers tamng centers where farmers can be equpped with modern
farming methods and skills which they can use

The government should help revive Kenya Farmers Assoaanon (IKEA) asit was cntcal n
the entre supply chan of fanming

The government should avail adequate funds 10 the NCPDB to buy maize direcdy from

after the harvest so as to protect the [armers from exploitanon by moddlemen
I 2 munmumum pnce

farmers
There should be established standard weights lor =~prr|fﬁc produce anc

1< set to ensure farmers earn a guaranteed rmuumum e on thewr produce Cutrenth

farmers are petung only 1<sh 800 for 130kp bap of potatoes, while a debe of sweet



them desorute. The Ugandans have gone ahead to grab Mipingo Island which 1s now a very

msecure area with hugh rate of women rape
3 P

Plenary discussions came up with the followmg suggested intervenuon measures: <

a)
b)

d)

)

h)

4.0.11

The farmers would like to be provided with farming machines at affordable rates.

Farmers would like to get access 1o Joans to ensure they embark on large scale farming
and also to provide loans to fishermen to help them acquure the best bshing pear and
equipment

Navonal Cereals and Produce Board (NCPB) should establish a cereal storage facibry
within Gwassy area to ensure storage and supply of gramns after harvest (post harvest
management).

Gwassy farmers would like 1o be given oue deeds to have collateral for loans and be able
to farm 1n large scale. The Government should establish fish ponds for women to uphft
themn economucally.

The Government should also start ungatuon schemes in the area to facilitate farmung

especially in umes of rainfall shortages.

Govermnment should reduce condinons attached to the Youth Enterpnse Development
Fund tc werease the uptake of the fund 1o ensute thal Use muny jobiess youth in the
country are facibitated to start mncome generanng acuviues

The farmers requested that about 6 tractors should be availed in the distoct to help 1n
ulling the vast agncultural land to boost the food producoon. The farmers sugpested that
the povernment should provide farm nputs among them seeds and ferulizer at subsidized
rates and in a umely manner to farmers.

Government should increase budget allocation for the Fishenes Ministry 1n order to
umprove the sector. Suba Distnict has a lot of fish stock, but there 1s need for 2 pump and
generator to enable the people to be able to manage theur own fish stock. Government
should consider constructng a fish processing plant or two in the region and also markets
be made avalable to ensure the people maximize producnon.

The fishermen requested that the Government should facilitate them to get proper fishing

nets to maxunize on ﬁshmg activites.

Bomet Public Hearing

The commuttee held a Public Heannpg at Bomet Mumicapal Hall on 24% July 2011 wath farmers
where it heard that some of the major crops grown 1in the area include maze, beans, bananas,

sugar cane, peas, potatoes, tea, etc.

South

The Computtee had 1denufied this area after visiing the North Rift and was informed that the

Rift region would be harvesing maize [rom end of June The Comnuttee was therefore

interested i finding out the quanuty of maize that had been harvested 1n the region and whether
or not it was sufbcent to sustain the country at that ame. The Commuttee was told the following

dunng the meeung

a)

Farmers expressed concern that maize seeds got to the farmers late around March while

the planung season 1s done berwecen September — October thus farmers had resorted 1o
planung seeds from the previous harvest. The Governmen through NCPB should ensure

that seeds and ferubizers get 1o the farmers on ume
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1) The nsing poverry levels 11 Murruas are making it hard for parents to take theu lads to

schools due to Jack of fees Parents are now abandonming thewr chidren because they cannot
afford 1o feed them and so Government should prowde bursary for needy students
) Mulers should be made to pay for the cost of harvesung and transportanan of cane as 1S
too costly to the farmer
k) By produas of cane Lke molasses are always sold and these proceeds never benebrt the
hat one ton of cane used to be sold at ksh.2700 then 1t was increased 1o

farmers further t
The transportabon cost nself 1s so hugh cspecm]ly now

ksh.3000 a ton but it 1s not reflecove
that Murnias Sugar Company has intoduced zomung,

) Interest rates for loans by Jending nsprubons are 100 hlgh at 18% and not many can afford

thus.
m) Pipes should be channeled {
n)  The elecinaty sector needs 10 be liberaliz

rom the lake to farms to ungate and ensure sustainable farming
ed to bnng 10 other playcrs and remove the KPLC

mo nopuly

o) The Govermnment should start a fernbizer plant to process and snpply ferulizer to farmers

p) The eldetly people in the society <hould be included 1n the Government’s cash uansfer

progiam 10 enable them bive 2 tingﬂlhrd Life

q) When farmers fail to repay theu Joans theu pro
could he nced hy the lending insombons to cover for the remainng unpayd amounts.

chould he pot op i Mumias 10 help 1n gramn storage after harvest and help

peroes are avcuoned yet they have shares that

P e N o d
Giraim Tiores

reduce post harvest losses
|

Roads have been deplcled by heavily loaded trucks

s) Infrastrucrare i Mumuias 1s very poors
1o the underdevelopment of Murmias. Mumas Sugar

and cane uactors which contnbutes
Company should be compelled to repaur the roads as their tractors are the causc.
) Farm wmputs should be sold al centers where farmers are instead of them having to tavel
farm mputs and further that the cost of diesel should be subsidized or

long distances to get
cause 1t 15 used by tractors for farmung.

lowered and treated as an mnpul be

4 010 Gwassi Pubbic Heanng
The Committee held three pubbc heanngs 10 Gwass: on 23" July 2011 meeung fishermen at

Nyandiwa Beach, maize farmers at Tonga 10 Magunga and bvestock farmers in Nyatoto Cente

The Commuttee gathered the following informanon:

a) That Suba Distoct had expenenced 60-70% crop falure due to failed long rans in the pevod
of March to June 2011 Severe {ood shortage was being expencn(,ed thus causing hunger o
the distnct This situabon was compounded further by the fact that inappropunate seeds were

yreld. Equally, farming methods are ancient so there 1s

beng used by farmers resulnng 1n low
The bshermen also complamed that the Beach

a request for educanon and equpment

ad not recerved any funding from CDF.

Management Urnuts h
There have been no roads  since

b) The pct‘:plc <0mplmned about poor infrastructure.
mdepcnden(c and this had conubuted 10 hagh commodity pricrs as cost of nansport to this
1s no inch of tarmac in the whole of Gwas) constutuency

area s very high There
h but there were no storage faciboes making

¢) There were many beaches that p:oduue omena fs
farmers Jose to the muddlemen Meanwhile, the people have the capaaity to produce, store
a 1t was alleped that the muddlemen are the ones who have ce

and process thelr own OImen
are the ones who benefit from fsh business Fish

and processing [actones and so they

{armere do not benefir but immstead are rxplmlrrd
around the beach Suba l““‘}-’]‘ have to encounter the I\t‘()i)]t'

d) There s a hugh rate of mnsecunty
theu fish and nets and other equpment leaving

from Tanzama and Uganda who conbscate
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6.1.6 Social Health Insurance Fund

6.1.7

To reduce the burden of the high cost of healthcare on Kenyans and to ensure all
Kenyans have access to medical care, the Comnuttee recommends that the Mistry of
Medical Services implements the Social Health Insurance Scheme which it has developed.
The Commuttee recommends that this scheme be implemented by the Nanonal Hospital
Insurance Fund (NHIF) as 1t has sufficient capacaty to manage 1it. But NHIF should
ultimately be converted from a “Hospital” insurance fund to a “Health” mnsurance fund.

The Commuttee 1s aware that the Federation of Kenya Employers (FKE) and COTU have
instituted law suits blocking implementaton of the scheme and recommend that the
Departmental Committee on Labour and Social Welfare seek audience with these
institutions to have them withdraw the suits so as to benefit the poor Kenyans.

The Minustry should also invest more in the Health Voucher system for the
underpnvileged which the Mimstry of Pubhc Health has developed and rolled out on a
piot basis in Kalifi County.

The Commuttee concerned that many medical personnel employed by the Government
usually establish and run pnvate pracuce near hospitals tempting them to engage in
unethical practice, strongly recommends that the Government should not allow
Government employed medical personnel to establish and engage in pnivate pracace near

the Government hospatals.

To ensure realization of the constitutional nght to reproducuve health, the Commuttee
recommends that the Government increases its investment in reproductive health

programes.

The Sugar Sub-Sector

Kenya has the potennal to be self-sufficient 1n sugar producnon, but this 1s one sub-
sector that has been taken hostage by cartels and wheeler-dealing bloodhounds that
continue to expose Kenyan consumers to artifiaal shortages and unacceptably high
prices. The Commuttee recommends the following interventions:

The Sugar Act should further be drastically overhauled to revolunomze the manner 1n
which the sub-sector 1s run, with the full involvement of all the stakeholders in the sugar

industry.

Sufficiently strengthen the Kenya Sugar Board (KKSB) to effectively play 1ts role as a
regulator. Parhament should move with speed and amend the Sugar Act to establish a

credible and professional board.

To help the local sugar companies survive after 2012 when COMESA safeguards are due
to expire, the Prwvauzavon Commussion should fast track pnvanzaoon of the
government-owned mulls to inject in them the much needed capital for modermizatnon so
that they can effecuvely compete in the open sugar market.
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6.1.8.

6.1.9

6.1.10

To ensure sustamnability of the industry and fair compennon, Government should not
allow establishment of any sugar companies without comp]euon of a feasibility study and
before the company sausfies a competent regulator that 1t has developed adequate cane

capacity for processin
I Y f 2

To protect the cane farmers from exploitauon by sugar companues, the Kenya Bureau of
Standards should urgendy review and confirm the accuracy of the weghbndges
established by the sugar compamnes and abolish those which have been tampered with.

Eliminating Cartels and Monopolies

To ehminate cartels 1n the essentual commodities sectors, the Committee recommends
that the Compeotion Authonty proposed by the Competition Act be established. The
Authonty should however be independent and professional, thus the Commuttee
recommends that the officers nominated to the authonty should be people of high
integrity and proven professionalism. The Commuttee recommends that the Compeuton
Act be amended to ensure that the process of recruitment of members of the

Compenton Authonty 1s compeunnve and transparent.

Handle Prnice Control with Cauvton

The Commuittee noted that pnice control 1s a very popular subject with the masses. From
Kibeaia o ],."lin‘u, 1tui 10 Lodwat and in almost all puth( ]'n;‘um%:. thie Cunmutiee ;lc]u‘,
one thing was unammous: members of the public demanded that pnce control of
essential commodines be reintroduced as traders were exploiing them.

While the Commuttee empathizes with Kenyans and admits that some form of well
thought and properly deployed regulanon is necessary and indeed workable as seen 1n
economies such as India, consultanons with a wide range of experts and 1ts own research
indicate that price control per se may not necessanly be the panacea for the high cost of
essential commodities. The committee compared the mobile telephony sub-sector (fully
liberalized) and the ol sector (regulated) and confirmed this. While free market forces
ave essentally opened up mobile telephony to ordinary Kenyans by suppressing pnces,
the cost of fuel has been on a sharp upward spiral since the entry of the Energy
Regulatory Commussion (ERC) . The Commuttee therefore urges a cavuous approach in
the enforcement of the Price control (Essennal Goods) Act so as to forestall distoruon of
the market and possible capital flight. Emphasis should be placed on making the supply

chain of essennal goods more efficient, smooth and cost effectve.

Implement Task Force Report on restoration of the Mau forest

To avert a disaster of senous magnitude as a result of destrucnon of the Mau forest that
would lead to economuc meltdown of vanous sectors mcluding tounsm in the Maasa
Mara, the Commuttee recommends that the Government immediately embarks on
implernentauon of the report of the Task force appointed by the Right Honorable Prime

Mimuster on Restoranon of the Mau forest.

The Task force concluded s work and submutted its report which was subsequently
adopted by parhament The Mau Secretanat which was established to implement thus
report s suongly urged o p:c'nc.ccd and implement the report to the latter
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6.1.11 Urgently address the gross labours abuses in low-cadre employment sectors

The Commuttee has noted with deep concern the deplorable situanon of thousands of
Kenyans who work in some sectors of the economy, speaifically private secunty fums,
small to medium level business enterpuses, and industues especially those owned by the
Astan commuruty, flower farms, tea farms and the construcbon industry. These Kenyans
earn inhumanely low wages, work for mordinate donkey hours in dehumanuzing
condigons and are exposed to ternble abuses. They have no access to healthcare and theu
housing situanon is depressing.

The Committee therefore recommends a drastic review of labour laws, and enactment of

specific legislabon to the specific challenges noted 1n order to protect the nghts of these

Kenyan workers in line with provisions of the new Constotution.

6.1.12 Wirite off bad debts owed to the AFC

To protect the propertes of farmers who have endured suffenng as a result of massive
crop falure and death of hivestock due to drought, the Commuttee recommends that the
Government waives interest on Joans advanced by AFC to farmers or that the
Govermnment writes off bad debts owed by the maize and wheat farmers to AFC.

6.1.13 Explore ways of addressing escalauon in rents
The Government through the Ministry of Housing should invest in development of low
cost houses for the increasing urban population. The Mimstry should idenufy large tracks

of Jand outside the city centers and build Jow cost housing estates for lease and

occupation by the urban poor rather than constructung highnise houses mn Kibera which

are immediately vacated once the slum dwellers are transferred to them.

The Government should identfy innovative ways of encouraging private sector to invest

in low cost but decent housing units to address escalanng costs of rent. This could be

through tax breaks.

6.20. Region Specific Recommendations
Government should address concermns 1n specific Counnes as follows:

Narok
«  The Mirustry of Roads should uigently re-carpet the road from Narok to Maasai Mara to

UTMPIOVE €3IMINgs from Tounsm

The Misustry of Forestry and Wildhfe in conjunctuon with the Ministry of Envuonment

and Mineral Services and the Taskforce on Restoranon of the Mau forest should embark

on restoranon of the Mau forest

The Muusuy of Agnculture <hould establish wheat sios in Narok to enable farmers to

store thelr wheat duning harvests and reduce post harvest Josses of wheat
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Kitus

The Govermnment through the relevant mumistnes and  agencies should facilitate
establishment of industnes in 1Kony County to exploit the mineral resources avalable in
the County specibcally coal and mestone _

The Government through the Mumstry of Energy should exploit the sun avatlable 1n
plenty 1n the County for elecunaty generabon

The Minustry of Water should conclude development of Umaa dam and estabbish other
dams in the region to avail sulhcient water for use by the people of Kinn

Turkana

Lamu

L

Nyen

The Mirustry of Roads should urgently develop the road berween Kitale and Lodwar 10
reduce cost of tanspornt and umprove the secunty situauon 1 the region

The Minustry of Home Affaus should ensure that any Non Governmental Orgamsauon
setung up shop in 1 urkana Counry should have an element of ungavon

The Mimstnies of Water and Regional Development should mvest more funds n
woganon projects n the County to increase food producoon and therefore reduce the
l‘\'l "(T "lr l’r‘l]lllll I'|' \'ﬂ.” ny ou ‘.Jll( Jl”]l\)))

The Musustry of Energy should tap the sun available in plenty 1n Turkana for elecunanry
generauon

The Government through the Minstoes of Defense and Internal Secunty should secure
the borders of Kenya with South Sudan, Uganda and Ethiopia to protect the hvelihoods
ol the people of Turkana and improve pobce presence in the area to enhance secunty and

protect the people from communibes parbcipaung in rusthng in the area.

The Munustry of Lands should fast track adjdicanon of land and 1ssuance of otes o the
pecple of Lamu to spur economic development.

The Government through the Ministnes of Defense and Internal Secunty should secure
the borders of Kenya with Somaba and improve police presence in the area to enhance

Su(’(ll..l',][}JI Bﬂd PlOl(‘(l tounsm acovines.

The Govermment through the relevan muustnes and povernment agencies should
urgently address the consumpuoon of 1bcit brews which is destoying hves of many young
people in Nyen County and the larger former Central province.

Uasin Gishu and Trans Nzoa

The Mumsuy of Water should invest parnt of the funds allocated to 1t for ungavon 1n the
financial year 2011/2012 1 establishment of ungavon schemes 1n these two bread
baskets so as to ncrease food producoon and reduce ovcrdepcml(‘m € On rain

The Natonal Cereals and Produce Board (NCPB) should establish buying centers close
1o the farms to save farmers the burden of uansporung cereals long distances 1o the

NCPB
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7.0

7.01

7.02

7.03

7.1

12

PROPOSED LEGISLATION

The Commuttee 15 convinced that 1n order to effecuvely address the mynad challenges
facing Kenyans and to insorunonalize the recommended intervenuons, spectfic Jegislanve

measures must be undertaken urgenty.

It should be noted that ansing from the Commuttee’s activites, three key mounons
discussed below have already been brought to Parhament, targeting revival of Kenya
Farmers Assocabon (KFA), Agncultaral Finance  Corporanon (AFC) and Kenya

Cooperanve Creamenes (KCC).

The legislaove measures proposed here will further buttress the actuons that must be
taken to move the country forward and protect Kenyans from the mynad 1dentfied

vulnerabilines:

Agncultural Insurance Scheme Bill

Key features of the Bill to include:
1) A guaranteed minimum rerurn regime that would assure farmers of some urreducible

MIUMUM return on investment regardless of producton in the face of vaganes such

as drought
u)  Government to support insurutons that buy surplus produce from farmers.

Government 1o regulate the amount of food produced 1n the country by providing
funds to underwnte farmers for the difference if they produce less than the normal

yield of the farm.

) Government to guarantee msurance for farmers in cases of crop failure to guaraniee

mcome.

Suategic O1) Reserves Bill

Bill to feature:
1)) The amount of each type of fuel to be stored 1n the stratepic reserve at any particular

ame. The country should stove to have a minimum 180-day stock of fuel reserves at
any partcular ime.

u) The sites where the reserves will be stored. A matter of natonal secunty.

Who would conuol and manage these reserves? The reserves should be managed by

the Minisuy of Energy/Treasury

) When can the reserves be released/drawn? On]y authonzed 1n emergency situanons

of severe energy supply nterrupoon nvolving a supply reducuon of sigruficant sc ope
and duraoon, coupled with a severe poce ancrease likely 10 cause a major adverse
umpact on the nawoon's economy. Define what consorutes severe energy supply
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1.3

nternupuon The pnce at which the reserves can be diawn should be left at the

President’s discrenon

v) Who can authonze release of the reserves? Only the President on the advice of the

Secunty Commuttee /Cabinet <hould have authonty to release ol [rom the reserve

v1) Replensshment of the reserve when factors that necessitated release have stabibized
Muustry should replemish the reserves unmediately the emergency that necessitated

the release ends.

vu) Minstry 10 establish safery measures at storage sies against all hazards indluding lue

and polluton NEMA to mspect the sites It'gu]arly for environmental safery

vin) The relevant mister to be required 1o make an annual report to the President on the
capaaty of each reserve sie, the type and quantty of peuoleum 1n the stratepic
reserve as well as plans for upgrade o1 Major mantenance

st T ) wsgskerers chomld b c oppeellEd aiy srock o csTiain IRIMUIT quanotv of

ARy 10r W eaadaees I B 1

petoleam products at any panu’.ul;n moment

x) The Minstry should have power to crease the SPR depending on the exisung

economic s1ituaton.

x1) Fumanang of the reserve (This 1s because it involves a large sum of money). Tax
payets, Puvate-Pubbic-Partnerships mvolving dviding the reserves nto shares
representing a speaified quanuory of ol in the reserve. The oil nsell would belong 10
the central government, but the nvestor would be gualam('ud the market value of the
ol represented by the c<hares to which he held ute/Debt finanang through T Balls

en.c

x11) Establish a Stratepsc Peuoleum Reserve Fund where funds {rom numerous COUICES

may be channeled.

Disaster Risk Reduction and Management Ball

;. To reduce the extent of damages suffered as a result of disasters

U To minbgate the effects of disasters by taking certain measures

s Develop effecunve early warning systems 10 alert 1n case of disasters
v Planning for disasters

Social Safery Nets Bill

) Cash tansfer program and meal voucher system
1 Each program to tarpet @ speaific secuon of the pupn]:mnn
m Cash uansfer could target the unemployed and elderly
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Meal voucher program could target the urban poor and those with very low

mcomes

The relevant muustry could estabhish a body to implement this program

Workers Protecuon Bill

1.

Speafy categones of workers under the protectve regime: pvate secunty firms,
flower firms, construcnon sites, specified business establishments - small to
medium level, especially foreign/Asian owned, domestic service.

Set munumum salary/wage scales and benefits

Regulate working conditions, including working hours and working condinons.

Set penalnes for violanons.

Speafy nghts of employers.

Social Health Insurance Fund Bill

J

1

1.

v,

Healthcare nancing
Who would be covered by the fund”
Contnbution to the fund - who would contnbute to the fund and at what rate?

Administraton of the Fund by a restructured NHIF converted from a “Hospital”

to a "Healthcare” insurance fund.

Housing Regulauon Bill

1

Categones of housing regulated

Allow constrocuon using modemn low cost constructuon lcchnology
Incenuoves to investors in 1denufied housing schemes

Form and means of rent regulation

Nature and scale of govemment mnvolvermnent

Compeunon (Amendment) Act to ehminate Cartels

1

The Commuttee will propose amendments to sectnon 10 (1)(f) of the Compenoon
Act regarding appomntment of Members of the Compennon Authonty to ensure
the process 1s compettve and transparent so that the people picked to lead the

Authonty are people of integnty.
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Secnon 10 (1)(a) should be amended so that the Members of the Authonty can
elect theur own chairman from amongst the Members 10 remove the discrenon of

the rcspnnslblu Miruster

19 Sugar (Amendment) Act to overhaul the sugar sectors

1

The Commuttee recommends that the Sugar Act be amended 1 consultanon with
21) stakeholders to create samuty in the sugar industry. The regulator, KSB which
jssues bcenses o mullers has faled muserably 1 discharging this role effecnvely by
numerously authonzing construcuoon of factones without prnm[ that they have
developed adequate cane for procnsing, thus resulung n theft of cane. The
proposed law should therefore overhaul the I<SB and propose changes in the
manner 1 which the Board members are elected so as 1o incorporate

pxnf('s.smnalmn and p)oud management pracnces

The Commutiee 15 aware that the Member for Navasha, Hon John Mututho has
proposed a Sugar (Amendment) Bill which s due 10 be inuoduced 1n the House,
and wiil call upon e Momber to revice hus Bl oan consultanon with all
SeabiehidhiTers and o Divorporitem the Bili the views o1 tne Comunuttee consigered

in thys report

The Commitiee will also propose amendments to enuench zomng 1 sugar cane
growing areas so that each sugar company can know the extent to which it can
grow cane or contract farmers. This will avord 1)oachmg of cane which 1s currendy

rampant in the industry, especially 1n the Nyando supar belt and Nzoia area
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8.0 ANNEXES

8.1 Prebminary Report of the Committee on Cost of Living adopted on 8" June, 2011,
8.2 Minutes of all Situngs of the Committee.

109



REPUBLIC OF KENYA

KENYA NATIONAL ASSEMBLY

TENTH PARLIAMENT - FOURTH SESSION

PARLIAMENTARY SELECT
COMMITTEE ON COST OF LIVING

PRELIMINARY REPORT
Adopted on 8" June, 2011

CLERK'S CHAMBERS
PARLIAMENT BUILDINGS
NAIROBI

WEDNESDAY JUNE 8™ 2011



BACKGROUND

The Parhamentary Select Commitiee on Cost of Living was formed vide a House

h . : 4 5
resolution on 11" May, 2011 to enquire into the factors fuehing the sharp nse in inflation

and the cost of living in the country and table in Parhament, within thinty days, a

comprehensive report with substantive recommendations on both immediate and long-

e - . th - . .
lerm remedial measures. The Commitiee met an 12" May. 201 for the first time and its

. . h 3 i
life is expected to end on Saturday | 1" June, 2011 - baning an extension

The Committee i1s comprised of the following members:

Hon Ababu Namwamba, MP - Chairperson

Hon Shakila Abdalla, MP - Vice-Charperson
Hon Martha Karua. MP

Hen. Elsas MEay. MP

Hon. Rachel Shebesh, MP

Hon Charles Kilonzo, MP

Hon. John Mbadi, MP

Hon. (Dr.) Eseh Simiyu, MP

Hon. (Dr.) Joyce Laboso, MP

Hon Nkoidilla Ole Lankas, MP

Hon Mohamed Gabow, MP

The Committee, subsequent to its formanon, adopted the following Terms of Reference:

Investigate factors responsible for the rapid rise i nflation, from 3.8% in November
2010 to 12.93% in May 2011, and the high cost of hving in the country and propose

both short and long term remedial measures

Fstablish the effect of the current inflavon and high cost of eperpgy on producers,

manufacrurers and consumers and the impact of this on the economy

E<tablhish the factors causing the ever nsing cost of energy with a focus on fossil fuel
and how the Government can get a lasting solution to the problem Alse establish the

status of preparedness of the country to handle any interruptions an supply of fuel

Interropate  exishing policies on food secunty n the counlry and examine any
measurcs 10 place meant 1o ensure the country produces enouph food 10 feed the

whole population



5

Track the cereal production and supply chain and determine how this contnibutes to
the cost of food, with specific emphasis on land tenwe, farm preparation, timely
availability and pricing of seeds and other farm inputs, harvesting, storage and posl

harvest management.

Examine the supply chain of oil, from importation through clearance, transportation,
distribution and consumption with a view to detecting factors in the chain which

might be responsible for inflaming the sharp nise in pump prices.

Interrogate the cost of staple food crops in the country, the ability of Kenyans,
especially the underprivileged, to afford basic foodstuff and any existing measures to

ensure all people have access to food.

Establish the country’s state of preparedness to handle severe food shortages caused
by, among others, famine and disruptions in the production and supply chain.

Quantify the cost of running government and the savings expected frormn any austenity
measures that may be considered to reduce shed off avoidable state expenditure.

Establish the relationship between unemployment, the wage costs and the hving

standards of Kenyans.

Examine institutional capacities and synergies for shielding Kenyans from vaganes
like fluctuations in international o1l prices, drought and interruptions in the food and

01l supply chains.

Explore legal and policy options necessary to address the challenges identified,
including the cost of energy, cost of food, public expenditure as well as institutional

capacities and synergies.



COMMITTEE MEETINGS AND HEARINGS

The Commitice has this far, held 20 sittings, within and outside the precincts of

Parhament. Meetings have been held with the following persons and institutions:

L]
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20

2]

Minister for Energy

Permanent Secretary, Mimstry of Energy

Director General, Energy Regulatory Commission (ERC)

Manaping Director, Kenya Petroleum Refinenies Limited (KPRL)

Managing Director, Natonal Oil Corporation of Kenya (NOCK)

Managing Director, Kenya Pipeline Corporation (KPC)

Governor. Central Bank of Kenya (CBK)

(ammicsinner-Cieneral Kenva Kevenne Anthoniv (Rokoan

Directors and representatives of ol marketers, including Kenol-Kobil, Shell,
Orlibya and Gulf Onl

Chief Executive Officer, Petroleum Institute of East Afnica (PIEA)

Managing Director, National Cereals and Produce Board (NCPB)

Management of the Kenya Seed Company Limited

Mayor and Deputy Mayor, Kitale Municipal Council

Provincial Commissioner, Nyanza and the Regional Commissioner of Centrai
Nyanza

Regional Commissioner, North Ruft

Branch Manager, Unga Limited, Eldoret

Manaping Director, United Millers, Kisumu

Chief Executive Officer, Institute of Economic Affairs (1EA),

Chairman, Secretary and Chief Executive Officer of the Consumer Federation of
Kenya (COFEK)

Board of Directors, Mombasa Maize Mallers

Chairman and trustees of the Kenya Transport Associanon (KTA)



The Committee has not completed its planned meetings and intends to meet the following

key persons before finalizing its work.

]

2

Minsster for Agriculture on wide ranging issues related to food secunty

Mimister for Finance on taxation and KRA operations

Seeretary to the Cabinet and Head of Public Service on the cost of running

government
Permanent Secretary, Office of the Prime Minuster on cost of running government,

Clerk of the National Assembly on specific expenditure issues, including the cost of

foreign travel by Members of Parliament and staff of the House.

The Committee also conducted on-site fact finding missions to the following places:

National Cereals and Produce Board depot in Eldoret
Unga Millers, Eldoret

Kenya Seed Company Limited, Kitale

Private maize traders in Kitale and Kiminim

Kenya Petroleum Refineries Limited in Mombasa,

Kenya Pipeline Corporation o1l jetty in Kipevu, Mombasa
Mombasa Maize Millers and

Grain Bulk Handling Lymited (GBHL)

Further, the Commitiee held public hearings in the following areas:

Kibera (Nairobi County) with the general public

Eldoret (Uasin Gishu County) with maize farmers and the general public
Kitale (Tans Nzoia County) with maize farmers and the general public

Kisumu (Kisumu County) with fishermen and the general public, and

Ahero (Kisumu County) with rice farmers

The Committee plans 1o hold more similar public heanings in other parts of the country to
collect views from grain farmers, Jivestock farmers, business people and the general

public before concluding i1ts work, with a focus on the following areas

Mwea (Kinnyaga) Moyale Narok
Mwing) Marsabit Busia and Isebama
M Kotug -
e g Bomet and Mbita
Turkana

Garmissa

wn



INTRODUCTION

]

This is a preliminary report of the Parhamentary Select Committee on Cost of
Living, which puts forth twenty one recommendations the Committee considers 10

be urgent and therefore require immediate interventions.

. . 3 5 .o A 5 h h
The Committee’s initial mandate 1s hmited to 30 days (May 12™ 10 June 117,
2011) within which penod 11 1s required to submit a comprehensive report 10 the
House. detailing both short term and long term measures 10 address factors tha

have inflamed the cost of living 10 unprecedented levels

After the first round of meetings with vanous stakeholders in the o1l and
agncultural sectors and public hearings n vanous pars of the country. the
Commitiee is of the view that there are certain issues that are so urgent thal they
cannot wai for the final comprehensive repont. Contaned hei, theicioic, aic

~
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povernment to address with focused expedition and sensitive urgency

It 1s important 1o note right here at the beginning that in all the places where the
Commitiee has interacted with Kenyans through open public hearings, one strong
messape has been consistent: the citizens of this country are hterally panting
under the unbearable burden of the cost of essentials of life that are spiraling well
beyond their reach. The rapid increase in inflabon without a corresponding nse in

incomes has serniously eroded purchasing power. even for the middle class.

The sharp rise in fuel has inflamed the cost of transport, with the result that what
has been touted as a “working” nation s fast becoming a “walking™ nation as
many Kenyans, especially in low income urban neighborhoods hke Kibera, have
been left with no choice but 1o trek 1o places where they struggle to eke a hving.

Prices of basic staple foodstuff like maize flous, nice and supar have similarly
ripped through the roof, making it impossible for many famihies to manage even a
single meal a day. The cost of a Zkp packet of unga has shot up by 100% mn six
months - from an average of Kshs 60 last December 1o the current Kshs 120
Meanwhile, income levels have remained static for those fortunate to have some

work . while the unemployment rate 1s only petting worse

And Kenyans are laying their inbulatons squarely n the lap of the country s
leaders, who they beheve are insensiive, unresponsive and obsessed with games
of pohincal brinkmanship as hunger pangs ravage children, women and men
across the length and breadth of the couniry Kenvans feel neglected and shunned

by a leadership that is insulated from therr grim rcahty Farmers feel abandoned 10

IS
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the mercy of brutal profiteers, while transporters are exposed to merciless
wheeler-dealing cartels in the energy sector. There indeed is widespread concemn
about cartels and corruption networks that have infested all spheres.

The people further feel frustrated by the dysfunctional nature of government
operations, with stark evidence of lack of coherence in policies and basic
functions of government. Ordinary Kenyans cannot understand, for instance, how
any government would announce “emergency” tax relief measures to bring down
the cost of pump prices of fuel, then simply sit back and fail to implement the
measures! There 1s also serious concern about inefficiencies in key institutions
like National Cereals and Produce Board (NCPB), Kenya Seed Company, Kenya
Petroleum Refinenes (KPRL), Kenya Ports Authority (KPA), Kenya Pipeline
Corporation (KPC), National O1] Corporation of Kenya (NOCK), Kenya Revenue
Authonty (KRA), which inefficiencies cost the citizen dearly by reason of
mediocre services and steep costs that are routinely loaded onto already heavily
burdened consumers. The ministries of Agriculture, Energy and Finance, under

which these agencies fall, stand indicted.

There are strong calls for government to move swiftly and revive collapsed
producer institutions like the Kenya Farmers Association (KFA) and National
Milling Corporation (NMC), which would cushion farmers while offering them a
stronger voice, and further stabilize markets in moments such as what the country

15 confronted with today.

This cocktail of yssues is steadily fomenting a potent sense of desperation and
anger, with the very real nsk of a devastating social implosion - if government
and parliament remains impervious to cries of pain coming from the people.



INTERIM FINDINGS AND RECOMMENDATIONS

1.0

Urgently Address the Looming Crisis of Maize Shortage

The Commitiee established through visits 1o the breadbasket Counties of Uasin
Gishu and Trans-Nzoia that the country’s current big problem of high cost of
maize and unpga will very soon explode into the much bigger cnisis of maize and
unga shortage. After meetings with farmers, maize traders and millers in Eldoret,
Ktale, Kisumu and Mombasa, the Committee reached the conclusion that
contrary to reports attributed to the mimstry of Agriculture, the country does not

have much in the way of surplus maize Slocks.

A spot-check at the Natonal Cereals and Produce Board (NCPB) Eldoret depot
conducted by the Commutiee 1n the company of the NCPB top management on
Friday 27" Mav, 2011 confirmed that the board was holding a total marze stock of
only 3.2 milhon bags as Strategic Gramn Reserve (SGR). 1 ms maize, which 1S
already below the required threshold of 4 million bags, and way off the ultmate
target of 8 million bags, cannol ordinanly be sold commercially to millers. NCPB
was already distributing part of this stock as famine relief supplies to drought

stricken areas, meaning that by now the figure has considerably dropped.

The Committee did not come across any discermble proof that farmers or maize
traders are hoarding maize. On Saturday 28" May 2011, the Committee made
Impromptu Visits 10 two warehouses belonging to major maze traders in Knale -
Kitale Main Millers and Shalom Enterpnses - 1o establish the levels of theur maize
ctocks. The Commttee found that Kitale Main Millers had a stock of 5,000 bags
of maize againsl a capacity of 15.000 bags, all of which had been sold and was
being packed for shipment, while Shalom Enterprises had 3,000 bags against a
capacity of 10.000 bags. Each was operating way below capacity. Both traders
indicated that they were offenng farmers the unprecedented high prices of Kshs
3400-3600 per 90kg bag of maize but were categonical that even at that pnice,
there was very lhittle maize tnickling i from local farmers. They have now been
forced to search for the commodity beyond the country’s boarders - 1n Uganda
and Tanzania )t was further established that in the same penod, two-kilogram
un of maize (gorogoro) was retaihing at Kshs 1100 Kiale. Kshs 105 i Eldoret
and Kshs115 in Kisumu and Ahero towns These are the highest pnices for maize
in years, making 11 highly doubtful that farmers would hold onto theiwr marze in the
(ace of such incredibly pood rerurns. especially when one ( onsiders that at harvest
nme prices averaged K shs 800 Whatever htile stocks farmers may be holding s

merely tor therr domestic use



1.4

Subsequent visits to millers in various parts of the country reinforced concerns
that there is a looming acute shortage of maize. Unga Millers in Eldoret had
maize to mill for only 8 days as at Friday 27" May, 2011, United Millers in
Kisumu had already shut down their maize milling business as at Monday 30"
May, 2011 due 1o maize shortage. Mombasa Maize Millers are operating at 30%
capacily and are only being sustained by the little maize trickling 1n from Uganda
and Tanzania in the face of neghgible local supply, and as at Fniday 3% June, 2011

they had maize stock to Jast no more than 3 days of milling.

The committee also established, through public hearings and meetings with maize
stakeholders, that the next expected maize harvest will be in August 2011 from

the South Rift Region. And this may not be more than 1.5 million to 2 rmilhon
bags due 1o anticipated crop failure attnbuted to problems with availability and

quality of seeds as well as poor rains.

And while importation of maize may seem to be the only route out of this
conundrum, it 15 important to note that the Committee also established that the
international maize market 1s also constrained with pnices equally high, and so
importation would only stabilize supply but not reduce cost. Regionally, Malaw
and Zambia are said to have maize but the local millers are of the view that
logistics of importing from there pose great challenges and the Janded cost would
be prohibitive. The Committee established that the maize that may be mosi
accessible right now on the international market would be from South Africa - but
that would in all likelihood be Genetically Modified (GMO) stocks. Government
would need to decide whether or not to import GMO, and of course duly inform
Kenyans of that decision. Currently South Africa is supplying Mexico with maize
as the US maize market is also constrained. Yellow maize 1s however available on

the world market and the government could consider that as another option.

The Committee concluded that maize shortage in the country )s a looming crisis
and soon there will be no maize at all to mill locally. Having reliably gathered that
the country consumes approximately 3 million bags of maize a month, and further
in view of the need to cushion local farmers expecting a harvest in a couple of
months from a flood of uncontrolled imported maize as has been the case 1n the
past, the Committee recommends that the Government facilitates NCPB,
through an emergency grant, to immediately import 6 million bags of maize
to be sold to millers at a subsidized price to be used unti] the next harvest
season expected in July/August 2011 from the South Rift Region. The
Government should also conduct a thorough analysis and determine exactly
how much maize is expected from this anticipated harvest, and make a
decision on whether it would be necessary for further ymports to ill the gap
until the next main harvest season of November/Decermber in Uasin Gishu,

Taps-Nzora and Nand.
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2.l

2.3

Authorize National Cereals and Produce Board (NCPB) to make
emergency supply of maize to famine-stricken areas, boarding

schools and the urban and pt’ri-urh:in areas

Commitiee established that areas likely to be hardest hit in respect of the looming
maize cnsis are urban and perni-urban zones, drought-stncken ASAL areas and

boarding schools.

Famine rehief is sull not adequately serving the intended target populations. The
major millers who are threatened by the shortage mostly serve the urban

opulation, especially in the bre metropohs of Nairoby, Mombasa and Kisumu.
] f ) £ ;

When school Boards of Governors made budgets at the begmmng of the school
year in January, maze prices averaped Kshs 18000 With this doubhing to over
K shs 2600 in just five months budgets of boarding schoois have been Huowii inio
a spin, ieaving e msbiohons [ocing e very real 1ish O ulEsls Over JOUd

shortage The schools may resorn to the option of hking fees, casting a further

burden on the already hard-hit parents

Having established that the NCPB purchased maize from fanmers at Kshs 1800,
the Commitiee recommends that Government should immediately allow the
NCPB to sell maize to boarding schools at Kshs 1800 to cushion the schools

from the high cost of hving.

The Government should also require the NCPB to step up emergency
deliveries of famine reliefl maize 10 drought stricken areas to avert death of
Kenyans due to hunger. The Committee further recommends that the
emergency supplies be undertaken by the military and the National Youth
Service (NYS) who have the necessary capacity, including equipment and

personnel, to access remote parts of the country.

The Committee also recommends thal the Government authorizes NCPB to
release 1 milhon bags of maize from the Strategic Grain Reserves 1o millers
serving urban and per-urban areas to mill the maize and distribute the
maize Nour to poor urban dwellers o small bags and at a lower price. The
Committee recommends that these stocks be replemished after the NCPB

im|)nr1_\' maize al z¢ro-1 ated cost.
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The Committee will make further recommendations on this after meeting with the
Secretary to the Cabinet and Head of Pubhic Service, the Permanent Secretary in
the Office of the Prime Minister and the Clerk of the National Assembly 10

estabhish the cost of running the government.

Urgently address inefficiencies in KRA’s SIMBA System

Inefficiencies 1n the Simba system substantially contribute 10 the cost of cieanng
poods at the port, hence high consumer prices. The committee estabhished that the
KRA's SIMBA system has had senious operational challenges and especially so1n
the month of May 2011 when the system at the port of Mombasa was down 60%
of the time. The Simba system failure at the port resulted in a number of Trucks
being held at the Mombasa port for over three days even after payment of all
taxes and charges. The Truck dnivers are forced to sleep in the vehicles for all
this time as each truck has a dniver assigned 10 11 in the system who has v debver
the goods 1o the expected destinuiion. The same diver after being cleared 2! 1
port may be forced 10 spent some time off in order to have sufficient rest before
embarking on the journey or may be forced to rush 1o dehver the goods despite
the fatigue, since they are normally behind schedule, a fact that contnbutes 10 a

majority of the accidents on the roads.

The frequent failures of the Simba system also delays clearance of goods at the
porl resulting in unnecessary demurrages which finally adds to the cost of
Transport Association estimated that the regular failures of the Simba system
contribute to over 30% of the overhead costs for many companies, a cost that is
eventually passed 1o the consumer. The commitiee therefore recommends thal
KRA and KPA urgently put in place measures to sustanably stabilize thenr
clearing systems to ensure efficiency at the port so as to avord demurrages and

other associated costs which contribute 1o the ever escalating cost of goods

The Committee also established that vehicles transporting transit goods are
prevented from carrying any other products from their destinations meant for the
domestic market meaning that the trucks are only meamngfully used one way
This results 1o incredible amount of fuel wastage especially now with the maize
shortape The Committee recommends that the Government amends the law
poverning operation of transit vehieles, in order to allow trucks to carry

;_{nuds both ways since it saves on fue) and other operational costs
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Review the Open Tender System (OTS) of procurement of

yimported o1l and oil products

The Committee estabhshed that the Ministry of Energy operates an open tender
system for procurement of fuel by marketers into the country The Commtiee
noted that the system though meant 1o ensure competitive bidding has certan
limitatons ncluding promoting collusion by the bidders The Committee
therefore recommends that the Ministry of Energy immediately reviews the

OTS system of procurement of fuel to allow competition in the process.

Overhaul the ERC 0il price cap policy

The Committee found out that the current ail prices are determined by ERC
through a formula gazetted by the Mimuster of Energy in December 2010. From
the public hearings with Kenyans away from Nairobi it was clear that the o1l price
regulation has changed the dynamics of fuel price such that fuel 1s currently more
expensive n Rift Valley and Western parts of the Country than in Nairobs unlike
the situation before the prnice controls. The Commitiee also noted that since the
introduction of price regulation by the ERC, the cost of fuel has always been

increasing.

The committee established that speculative tendencies exist resulting in
occasional shortages as was witnessed in the 1*' week of May 201] when petrol
stations ran dry for a week. Given that there is no fuel pnice control in neighboring
countnies ike Uganda some marketers would opt to sell their 01l products in such
countries to make better profits while starving the Kenyan market where margins
are capped at Ksh.9/=. Contrary to the expectations, the committee is establishing
that price controls may not be the best measure in the commodity market as they

tend to distort the market thus interfering with the supply.

The Committee therefore recommends that the Govemment immediately

overhauls the ERC pnicing formula to allow competition.

Government should immediately introduce stiff penalties to

marketers who store fuel in the KPC for over 14 days

From interactions with KPC, the Commuittee established that 01l marketers use the
pipehne for storage of o1l thus clogging the systern and causing ships which want
to discharge to incur unnecessary demurrages. From the visit at the KPC offices in
Mombasa the commitiee established that there were 2 ships at the pont belonging
to Kenol-Kobil (they have the OTS for May) that have brought in ol

13



consipnments before their required date and with knowledge that they had not
been allocated the ullage for that nme so meanwhile they are there awaling

discharge

9.2 The Commitiee therefore recommends that the Ministry of Energy immediately
introduces legislative measures through a Kenya Gazette Notice to enforce the 14
days within which o1l marketers can store oil in the pipeline and 30 days for
ransit cargo and impose stiff penalties for any ol stored therein for a longer

duratnion

00 Government to establish strategic 0il reserves to cushion the

country against international shocks

smminee esiabliched that there 1< nn legal provision on the amount of o1l

wpeneiar tho -
FCOCTES v O

.uatry chould have at any one time This has heen responsible for

the frequent increase in o1l prices when international prices increasc

10.2 The Conunitiee noted that as a result of lack if a strategic o1l reserve, marketers
purchase oil at low pnces and keep it with the hope that pnices will increase
before they unload the o1l cargo at the port at the higher pnces The Committee
further established during its visit 1o the Kipevu Jetty on 4™ June, 2011 that there

were fow ships in the seas waiting 10 discharge 01l belonging to one marketer.

0.3 To cushion the country from these instant external shocks. the commitiee
recommends that the Government through the Mimistry of Energy enacts
lepislanon to establish a minimum oil reserve quantity that must be maintained
within the country 1 a similar manner as the strategic grain reserve. This will

cushion the country against immediate international oil price shocks

11.0  Urgently Address Institutional Inefficiencies and lack of Synergy

between Government Institutions

b1 The Committee established that there are plaring mstitubonal inefhiciencies and
lack of synergy amonp government institutions This has resulted i senous
omissions with far reaching imphications on the lives of ordinary Kenyans They
have also resulted in deplorable service delivery and wastage of resources where

povernment apgencies woOrk al cross-purposcs

1.2 [he Mimsiry of Apnculture for instance cannol with certainty state how much
maze s avanlable i the country, how muc b will be required ina year s ime and

therefore how many seeds should be made available 10 farmers Poor planning by
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the management of the Kenya Seed company 1n 2008/09 for instance was
responsible for seed shortage which almost crippled the agriculture sector for at
least 2 seasons: lack of consultations and coordination by relevant regulators
before implementing a key pohcy change For example, failure by the ERC 1o
consult the Central Bank of Kenya and KRA before establishment of the price
regulations was established to be partly responsible for the inability of the prce
control mechanism to help the consumer. Furthermore, there 1s lack of effective
communication between KARIJ, Kenya Seed, KEPHIS and the Mimstry of

Agriculture resulting in a disconnect between research, policy making and

implementation.
Review the NCPB Warehouse Receipting system

The committee established that the NCPB introduced a warehouse receipting
system in the maize growing areas (0 allow the farmers to store their maize with
the NCPB until they got market for it. The Commuttee however established that
this system was not useful to the small scale farmers who hardly harvest the 110
bags required for Warehouse Receipting. They end up being tumed away or told
10 group up yet there is no formal procedure and they will only be 1ssued with one

receipt.

This system has discouraged the small scale farmers from delivering their maize
to the NCPB thus resulting in exploitation by middle men. The Commuttee
therefore recommends that the Warehouse Receipting system should be shelved
and a different system developed for small scale and large scale farmers and that
sufficient education and sensitization be carned out before the implementation.

The Committee also noted with concern that the Government always delayed in
releasing funds to the NCPB leading to failure by NCPB to purchase maize from
farmers after harvests resulting in exploitation by middlemen. The Commutiee
recommends therefore that the Government should provide sufficient funds to the
NCPB to enable it purchase all maize from farmers immedately after harvests so

as 1o cushion the farmers from exploitation by middlemen.

Government should subsidize the cost of farm inputs for grain

farmers

The committee established that the costs of farm inputs are very high for all cereal
farmers. This cost accounts for a big part of the final output cost Furthermore,
farmers especially the small scale farmers complained of delays 1n delivery of the
subsidized ferulizer from the NCPB even after paying for it hence affectuing thenr
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crop yields. Allegations of traders buying the subsidized fertihzer from NCPB and
selling 11 10 farmers later at the market pnice were also nfe in Kitale and Eldoret

The Committee also established that the maize harvest expected from the North
Rift this season 1s not dcpcndable'a's there was delay n delivery of seeds 1o
farmers and the seed type that was eventually delivered 1o farmers was of a low

quality hence farmers ended up planting seeds from their previous harvests.

This Committee therefore recommends that the Government should ensure that
farmers are supphied with farm inputs at a subsidized cost and promptly so that
they can maximize the product yield The Government should therefore provide
sufficient funds 10 NCPB and Kenya Seed Company 1o enable them discharge

their functions efficiently.
Resuscitate the Kenya Farmers Association

The committee established that farmer’s problems have been apgravated since the
collapse of strategic inshitutions such as; the Kenya Farmers Associanon (KFA)
and National Milling Corporation among others. KFA was instrumental in helping
the farmers to access farm inputs and market their products. The commirttee
therefore recommends that the Government should set aside funds through the
2011/12 budget to revive KFA.

Revive the National Milling Corporation

The Government should also revive the National Milling Corporabon through
Public Private Partnerships to create a safety valve to help the country and
stabilize the price of flour, since the milling corporation will act as a buffer to mill
for distribution to drought affected areas as this will help eliminate cartels that

hoard maize.
Provide Extension Services to Farmers

The Committee established that farmers no longer receive educanon or
sensiization from agncultural officers as was the case before resultng in low

crop yrelds

The Commitiee established that the Government has left farmers themselves to
decide what farming methods to use. the type of seeds appropnate for each
season. the type of ferulizer to apply to the crops and the fermhzer mix
appropnate for the soil type. a factor that has preatly affecied the product yield

per acreage of land hence the food insecunty
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The Committee therefore recommends that the Mimstry of Agnculture

immediately recruits and deploys Extension Officers to agncultural areas to

educate and assist farmers on good farming practices

Urgently Revise Land Policy on Tenure and Use .

The committee established that poor land practices specifically goverming
subdivision of agricultural land is negatively affecting farming especially in the
bread basket of the country, the Rift Valley region. Farmers are continuously

subdividing agncultural land to uneconomical sizes and converting arable land to

other non-agricultural uses at a high rate. The Committee therefore recommends

that the Government through the Ministry of Lands and Ministry of Agniculture

immediately introduces and ymplements strict regulations on land subdivision and

Jand use to ensure maximum productivity 1s achieved from Agricultural Jand.

The Committee further recommends that the Ministry of Lands immediately
introduce the Jaw required 1o effect Chapter 5 of the Constitution of Kenya, 2010.

Government to relax lending conditions on targeted funds so that

they can benefit the intended people

The committee established that the funds introduced by the Government to spur
development specifically the Youth Fund and Women Fund hardly reach the

intended beneficiaries due 1o the high number of conditions 1imposed by banks

The youth and women from rural and poor urban areas do not have security to

give the banks for collateral and end up being denied Joans.

The Commitiee therefore recommends that the Government should remove the

unnecessary conditions imposed on these target funds so as 1o ensure Kenyans
have access to them and utilize them for economic empowerment. Equally,
project funds should be released on a timely basis for instance Kazi kwa Vijana

Funds.

Inflation and Exchange Rate

The regular fluctuations of the exchange rate of the Kenya Shilling to the dollar 1s

causing havoc across the economy, with devastauing effect on commodity prices

On Monday 6" June. 201), the shilling hit 1ts lowest level in 17 years

a1l 87 75 to the dollar, a rate last seen n 1994 Central Bank must

exchanging
move with speed 10 address ths, alongside the runaway inflation

17
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