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NOIES Oii GOVEF}II\EJ';T NSACTIONS TC VTNIOUS
HEC TONS BY THE

As a resultrcf and Goverrunent unease in the present
n:nnilg of ftre , the Minister for .Agriculture and Animal
Husbandry a of Inquiry 1a.st year under'' the .Chairmcnship
of the Hon. M. Kibal<i, M.F., Assistant
Development. The Terrns of reference o

of the Industry to enable the Governmen
solve various existing problerns in the
a pollcy to reach certaj.n goals.

I,tinister for Economic Planningl and
f the Comission covered all aspects
t understand and, where Possiblel
Industry and at the same tjme forguLate

A detailed. report was subseciuently submiteed to the Governmijnt for
caref\rl consideration, The report is no,,r ready for publicationl and the
purpose of tiiis note is to enabl-e r+hoever stud.ies the report to .understand
Govlrnrnentls rea;tion to thc more ir,rportixrt recomncnda,tions made by the
Commlssion, es the Governrneht was not committed to accept all_or aIry such

reconmendations. This ncte should a.1so scrve to ci.ispel any fears that any dairy
farmer may have held on reading newspaper reports not originating from Govern:nent

eourceso It outlines a skeleionttPlan of Operatj-onstr of the Industry irt
futr.rre.

liATroli I{EP.D:

Recornmendations as otrtlincd in parggraph 39 of the report are acceptable
-'to Government. Implementation qf sone oi th"s" reeommendations are alrearly-.'

in operation. For instance, arr3.rlgements are at an advarrced'_stage to establish
a poiice Mcbile Unit to combat stoel< thefts; the rlgricultural Development

d""p"r"ii;;-h;r already been formcd. a:rd is in 'i:he piocess of buyi-ng up I'lational
Fi:.rms to increase the illritional }ierd whilc t,rork by the Lawrence Coriimission on

Land Consoticiation is aireadf in 1:ro5:regs. ft is the inte'ntion of the Government

to iarptement aIL thc recomnur.lrtilrrs outlined under paragreLph 39 tn due course'

T,FSI,IS O-{ RnF[JIiirCE (b ) : YOF rl T0
PARA.45

F

:

The Government agrees with all the recrcrmendaticns urCer this paragraph.

The Industry to-.date opera.tes o11 these 'Lineo.

TERI"IS 0F Hll!-ERI;i'lCE ("), PftCCESSDIG TACII,IEI4I- PARA' q3

The Goverrunent accepts thc recomllenCation '

A development and marl<eti.np' plcn incLicates thirt by 1970-the Industa;y

shouLd. bre able to hendle dorible InL a,rir;, produce handlecl in 196/n. Some

of ttre flnds for the in1;,1er,lr:nte"tiotr of 'l,irr: plan would corne from the

6dustry, commerc:Lal bri<s ancl the u.ii .i ,0 .E .F. 'Ihe present K.c .c .

factories rrarre teen developed duringl the last coup-le of yeilrs to such an

erbsnt that they can cope r,+itli mucir more than is the case today' The

marketing plans p"f r"rirurd inclic-,te that ntucli mor': produce cou1d be sold

at fair returns.

I

OF
I,i
L (a ),

at present the marketing sYstetn of tlairy lrroducc is a complex one'

There are threc r.rarket leveIs:-

(i ) a lj:nited market 1'e1 '1.'i qu-id milk for consunptlon as such '
' This gives the best returns;

(ii) an e4panCing rnarlcet for r,rilh for the nanufircture of cheese,

, conclensed milJi, ice crcm etc. This gives noderate returns artd

(iii) an wilimited market for butterfat.lor nanufecture into butter
and gt u". This is not as lucrative as (i) ana (P) above'
Buttlrisleve]ofrrrarketin;.is:.ccomr.ierid'abietothelesslq

tcooot/z
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developed parts-of .-the .eounhry! . ..Irdeed".the, K.c .c . was built
1rforr-u'butierfat basis and this even to-day accounts for about

naU tne furdustrYls Produce.

Toensurepropercharr::elljngofdairyproduceintoappropriatemarket
Ievels, a stringlrri'-cor,trol and ,'"oo,plo* p"i"" system have been i,, operation'

c O$aISS ION REC OIO84JDAr rol{s :

(1)

g],
(a)
$)

Agreed, provi-Aed that this incorporates (I0) below'

fureed,
Agreed.
fureed.

, (6) & (?): Government considers tlia,t these three recommendations

r^rouLd. ,pu"oi"-ogainst the interests of both present and future
African dairY farmers because:-

(u) &lthough Contracts,-which al].ow a varj.ation jJI supplles,

w',, J":,tuaffy '"ilt"" 
quotas' bgth- will be neecled for sone

tirne. The Commission 
"J"oo"ut'ded 

that 9u9!": tl3"l P"
retaj:r'ed.u:tilthenervAutlroritywassatisfiedthatthe

. consuners would got al1 the-mili< they needed r^lithout

quotas fur the clry ,u.Jr. 
- 

The recent drcught showed 'that
tnls is not likei;' to come :bout quickly' '

As a quota requires the farrner to supply tlre quota 
'

quantity d'aily throughout the yealr d'ry s"nsot. oT ^9t'
it is nccessary to poy-' p"t"i* for quot'a-mi11'; !9 elable

thefi..rmertoprovide"extr:foddereundfeedforhlscows
in bacl tlnes' This costs lrroncy' so the Cormission agreed

it lias necessary to pay a prernium for cluoteL nilk'

Ifquotasarenottransfereable'nelrnilki:roducorswill
not be r,ble to earn this Premirm'

. (b) If, as the Commission recommends' the quota remains

fjxed to a particular;;;;;.;i {*9, the only .l,,ay a new milh

proctucer ao'ulc 5ct ; ;;;i" Y?Fd 
ue to br\v a fa-m; rvith

, o qr.t.oio attached ' A i'''"rn uith a' quota vrould be worth
. more th:ur a sjmilar i::m wittout a 

-quot'r, 
whigk-r means that

' buyers wou1c1, in rueif p"y-i"t thco'uota when they bought

the f:rrrn. 
:

(") I'lany quotas-h1:v1, up to now' been transferrecl from the

formerscheduled'.,u".-totheformernon-scheduledareas,
a]1d" this is in reccorJorce with Government policy to Iay

. the g;""t"" accent on the srnalI scale farmer '

.Thistransferwou]dbeimpossibleinfuturelfthequotas
weretiecltottie'lando"i'u""nottransferable'

(d ) The Ministry of Iand's & Settlemcnt rnust be free to

t"*"T""-q't'Lt'"t frorn one area or one' fer-:m to ar:'other'

othen^rise naly of our-peopt? yho'are bein5.l settled by

. th"i-l'li"itt"y" o'o'-''L1 ue- unfairly treated '

New dalry fa:rmers nou o!/n nearlJ- harll the total quotas

and within .,. few months it is expectecr they will own

[rl.i -":""ity, if transfer is perrnitted '

Beeause of premium paicl f9r 9u9ta nilk' a quota has a

definite value t;;' efficien{ fatmer' Government

considers thot ;; i""e-tt.quotas l:ave a value - which

is like1y to be 
-io" 

uI*" time - farmers should be

permitted to ,ur-ior-1"'nstur tr'uir quotas' Governnent

considers it woJa l"-*o"t r:nfair on the large nunber

of African f:rrners who have quot4s if they were not

;i;ffi io s"II t]rsr if thev wish' 
/z

(u)

(t)
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(e) Kenya ls not the onl.y cnuntrX wlth a quota system" Mostof the major exportin5: dairying countries have for:.r:d itnecessary to operate ione f6nr-of q;i; ;""loit"or sur.es tothe internal nilr< narket; The Governrnent trowever considersit vital tirat the new ruthority nust exercise strict controlover the sefe and trirnsfer of quotas b";;;;;;_"
(i) 'K"c"c. is^rceeivin5 nou fr-on suppliers in Decenber,,.965t 65rooo.gallons per day as'irilk ihrougn itscrea:reries. at Eldor_et, Iia_]rr_rru, I,laivisha rurd Nairobi,a:rd at lr{onbasa and },islmu"

(ii) K.C.Co also reccivcs c,e,rn reprcsenting another
55,OOO gallons of nil_k a diiy suppliec [o itscreanerie.*r!- Kita1e, Elcloret, til:-o, Nakura,
Thomsonts Fal_Is and Nanyukl, tnd t"ip_"i"f.*t"

(iil) 0f this totar production of 1JOro00 grl1ons per day,
:rr1y /+31000 g:,.1Ions ller day is sol_d -as 

whoLe nilkfor consu::rption in the nain tol.ms.

(irr) There 3rer. therefore, ISOTOOO g.llons ir day ayailablefor sa1e, but thc narket i" or,iy /;3,OOO. Ifeverybodl/ l/as a]lowed to sell- tris nittr freely intl:e tor^ms hinserf, ilrere wou]-d r" ou"t rrore *ilk thancould be so1d, ,nd so the price wou_l-d be very Iowiurd much nillc rvoulcl go sour, ft j_s ilrerefore
necessary for ilie l:dustry to control the supfly

. and it does so by quot.:s.,

(s)'

(g ),.

(10)r

(rr):

(tz):

(tt),

(L4) t

T TERI4S 0F .4gIERp{cE (e ):

#f:l:"n::f1g the r,:view ."rirl bc with a vie,^r to rai sinsuontract, .Hriccs nelrer quotlr priees

.fureed in nrinclple.. i'Jer,r authorit;z 16 iuvestj-.c.i_,te practicability,
Agree.J ,

Agreed. This already in gpererion ir: l(.C.C .

Agreed .

egre{r provicied that this is not tolren to 
joo,* ilri-: colJ,ectj.onof milk nust be urrclert;,ken fron ar-f iireris . . r.*n, l13 nakerlt elear that the-Conni_ssion, ix f:,ct, connends thart nilkshould be_ supplied fron .""ob .is near tlic processing firctoriesas possible,

Agreed.

rt may be worth notin6r here tirat tire KCC & IoB h:ive, in faet,alreaCy most of tjte conu,rissiuns reeonmcnd.ltiorrs over quotas,contracts & price st,rnture o A sinple pop"" in swahili and
$:ellsh on this subjeet hr.s *lready L""r,'.Lrt o"t to alrKCC Monberso - --r

0

(1) The Government agrees in princlple.
(z), (t), (a) a (5) acreea"

(6 ) The- proposed compositlon of the coraririssi-on to be on ttrefoll.owing lj_nes:

!,"1 f. C\linnan appointed by the Mlnister;
(b1 The lftnaging Comnissj.oner;(") Not nore thin two pcrsons lrprwir.tpd by 1r.- rarl.iara

in his opiniorr rr)srivoe- ri-,.tirJ )-r.ri^-..tge of the
:rn. who

lr."t", t r,

-



-lr-

have.

(16), (1?)r & (18) 3 Agreed'

!lm4s pr REIER NCE (f ) :C

lrdustry IikeIy to be'of nenefit to the Conmission;

(d ) tuo persons fron each eJ-ection area eflltea in a nanrrer to

be pre'scribed ix the new Kenya Creameries Act;

(e) not nore'iir* three n"""or,I""jp":rrt.a !v the filnister who'

in his opinion' possess-:i?"H'i";;il":if ' abil-ltv' buslness

e)cpe"r"rr[J'o" 
-6tir"" 

quatiirc"tions op experience like]y to

be of u"""fii to the 
-Commission;

(f)notrnorethanthreepersonswhohavenanagerial'technical
euld narketi-ng expe"i"r."""iriy"'Ui "I* 

i"atea"Uy tfrb Comnnis sion

i"oo tr'ose r"rliltG the ind'ustrY'

(z), (8), (g), Oo), (u)' : {greed'

(U) Government accepts in general the principte the intention

e:nrressod, r''t' ihe constiilil";';f:lh" Rloubrie of Kenya

d'oisnotpermitthcfol}o"i"*-"rtherecoilnu,,6rrlionsercactly.

(r3) ::::;ffit: ;:THi il}ril:.."ds 
to negoti*te an asreenent

(u-) 
B:ffi:ffi:t lli'.:"il:1L't; ti:'t:l*ig,:l:u"'uiltins 

anv

(r-5 ) :iliffii::,'f ii-liil:i::I'i5}:::if:H,:itffittu:"il"-
"orrnit "it"t 

o-"-oii'"r busincss agreenents

n(. DA.]3Y INDUSTRY ACT '

The Minister for Agriculture &Jrnin" lli:t#i,1 f*f3"Ht::i:i:-
fi,?i:,;:"ifil::'":t ry:il ffi'.li:ii! il, i'"'l'"fi 't" 

;;" co**ission

wl}I work, i.t giiJl ir.," 6oi:nissio,, tr.n necessaly'po,.," to nana'e the

rndustry'etails 
in the Bill will be publisrred. in the renya cazettl ,tan*_

Agreed in PrirrclPle '

TEAI4S OF REIEBSICE (S ) : GriNERrl'L - PARI" 131'-1aB '

Para' 135 ' Agreed'o '
i*i;tia - *E""q' ^o,ru"rurert 

attaches grea't Smportance tg the

;';;.: vl - '0greed' iltiorrrr Herd *1d I"I* collection cerrtres'

Para' 138 - Goverru'rent is acting'

the nexb ten da'Ys or so r

,t

---


