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THE IM NT PRIVATIZATION OF THE NEW KENYA CO-OPERATIVE C EAMERIES

I, THE UNDERSIGNED' on behalf of
country,

DRAW the attention of the House to the followingl

i) THAT, aware that the Kenya Co-operative creameries (KCC) was

established in 1925 to enable milk farmers to market their produce and

grow their savings;

ii) THAT, the majority stake in the original KCC is held by small scale farmers

and estimated at a net worth of five billion Kenya Shillings;

iii) NOTING, that a conspiracy of mismanagement allegedly plunged the

giant farmeri co-operative society into insolvency and thereafter

receivershiP in the late 1990'sl

iv) THAT, KCC was to sold under unclear circumstances at throw-away price

to private entrepreneurs who re-named it KCC 2000, before the NARC

GovernmentreclaimeditandrebrandeditNewKCCon25thofJune
2OO3t

v)THAT,thechangeinownershipoftheoriginalKCCtoKCc2000and|ater
to New KCC did not conclusively determine, address and protect the

rights and shareholding of farmers in the society

vi)THAT'theGovernmentisatanadvancedstageofprivatizingtheNewKCC
through an lnitial Public offer of shares at the Nairobi 5ecurities Exchange

inaformulathatallocatesaninsignificani3lo/oofshareholdingtofarmers
whoarethemajoritystakeholders'andlOYototheC'overnment;
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vii) THAT, aware that if the planned privatization of the New KCC proceeds

without safeguarding the rights of farmers' they risk permanent loss of

their hard earned stakes worth billions of shillings in the society by ceding

59oloshareholdingtoprivateinvestors; .,z..=i1;'f'J,:lTlt-*,,..
,ii' .)7;"' ' '. 
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PUBLIC PETITION

BY MILK FARMERS REPRE5ENTATIVES

ON
THE IMMINENT PRIVATIZATION OF THE NEW KENYA CO.OPERATIVE CREAMERIES

(KCC)

viii)THAT, that this sale would be tantamount to the Covernment's abdication
of its duty to protect farmers' riSht to property as provided for under

Article 40(3) of the Constitution;

ix) THAT, that the inalienable right of farmers to retain their majority stake

can only be protected through a proposed privatization structured that

would give farmers 85olo, the Government l07o and staff of the company

5olo shareholding in the company;

THEREFORE your humble petitioner PRAYS that the National Assembly. through

the Departmental Committee on Agriculture, Ljvestr:ck and Co-operatives:

(a) lntervenes to have a special audit on KCC done by the Auditor Ceneral in

accordance with Article 229(5) to ascertain the circumstances that Ied to

the collapse of KCC as well as the current ownership structure of the New

KCC, and a report thereto submitted to the National Assembly for action:

(b) Urges the Privatization Commission to ensure sustainable transfer of

ownership of the New KCC to Kenyan Dairy Farmers in accordance with

shareholding itructure proposed by the farmers, rather than through the

Nairobi Securities Exchange; and

(c) Urges the Cabinet Secretary responsible for Co-operatives in compliance

with Section 29 of the Privatization Act, to limit the eligible investors to

Dairy Farmers' Croups and individual dairy farmers supplying nrilk to
New KCC and that funds generated from privatization be channeled

towards revamping the Kenyan Dairy industry.

THAT, to the best of our knowiedge, there is no pending case before any court of

law in respect to this matter.

And your PETITIONERs will ever pray.

PRESENTED BY,

HON. (DR.) JOYCE Urs'l)5o, MBS, MP

MEMBER FOR 5OT

DATE
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PETOT,ION tsY MI[-K FARMERS REPRESEN A-TIVES OAg iI,{E FRIVATIZATIoN OF T},IE

NEW KCC

Dairy farmers - 85%.through their Apex Cooperative Society

Government - UJ% ./"'
Employees oithq.c5mpany - s%

3 Urges the Cabinet Secretary for the tim/e.being responsible for Cooperatives to ensure
compliance rrrrith the provisions of section 29 of the Privatization Act and subsequently

limit eligible investors to Dairy Farmers groups and individual Dairy Farmers supplying
milk to the company and ensure that funds from privatization of the New KCC are

channeled towards developing the Kenyan dairy industry.

And your PETITIO E will ever pray.
.'l

Signature

Dat-- -\_/ \ L.

PRESENTED BY

HON. (DR.) JOYCE LABOSOS, MGH, M.P.

DEPUTY SPEAKER AND MEMBER OF PARTIAMENT FOR SOTIK CONSTITUINCY ON

BEI,NAI-F OF T}IE FOtLOWING PET|TIOiUERS BTING FARMERS REPRESENTATiVES ON

PR|'I/ATTZATIOi! Or NEW KCC
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PE-trITIOgU BY MILK FARMERS REPRESENTATIVES ON TFIE PRIVATIZATION

OF THE NEW KCC
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2. Abraham Rugutt

3. lonah Tonui

4. Hon. Joel Barmasai

5. Lydia N. Kagema
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David Kingori Njogu
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_5'13.2.2 Capital Market in Kenya is mature and should there be need for capital, Dairy Fari1

can easily acquire such capital from our dynamic capital market. Further, Farmer

operatives in Kenya have diversified into the provision of financial services thro

Savings & Credit Organizations which may act as source of capital.

5.13.2.3 Bringing in a foreign investor in the name of Strategic Partner, is a risk undertakinr

this investor, in pursuit of profit making, may result to importing subsidized and ch

dairy produce including milk powder for reconstitution at the expense of the Ken

Dairy Farmer.

5.L3.2.4 The Dairy Industry in Kenya is mature enough to access flnances and any market a

required without the assistance of a Strategic partner.

5.13.3 Social Facto rs

5.13.3.1

5.13.3.2

Global best practices demonstrate that, the most developed dairy industries

overwhelmingly owned and controlled by farmers. This is the principal that led to

establishment of the KCC in 1925 and it is the same spirit that the Kenyan 6, ,rie

pursuing. Bringing in a strategic investor at this stage without the involvement of

farmers is an attempt to discriminate against the Kenyan Dairy Farmer.

Research has demonstrated that dairying has the capacity to improve the standarc

living and quality of life of most Kenyans, Inorder to improve livelihood of Kenya

dairying should be encouraged through ensuring that farmers reap maximurn bene

thor:gh the r:nterprise. this can only be achieved Lhrough ownership of dairy v:

chain enterprises by the farmers.

{,
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Comrn'issior.r ot Kenya on beharf of Government, as per the report of the presidentiar raskForce on parastatal reforms p.esented to His Exce,ency Hon. uhuru Kenyatta, cGH _President and Commander in Chief of tlre Defence l-orcr
l2,h october, 201, 

r v.rvr ,r trlc rrelence torces of the Republic of Kenyzi on

Lt

6.0.1 .

that respect tlierefore, we the Dairy farnrers have this to say in our memorandum:
First and foremost' we thank the Kenya Governrnent (Narc Government) who by wayof executive order repossessed KCC Hording/Kcc 2000 0n pubric interest a.d for thebenefit of the dairy farmers, in the year 200r. ,'he purchase by KCC Hording/ KCC2000 was otherwise a grievous economic injustice ob.initio, ret arone historicalinjustice' Therefore the impending sare to the farmer shourd be highry discountedbascd on their past contribution in building KCC.

The Dairy larmer and the Kenya Famrers at large conceiver
off Kcc Hording/KCC 2000 in the vear 200j as " ,jH:ffi::.T.;:IT:
property to the Kenyan Dairy Farmer but to their disapporntment they witnessed anunexpected crystallization of the company into a state parastatal.

6.0.2.

6.04

6.0s

6.0.3 We the Dairy Farmers strongly urge the government to criticaliy reflect
cluonology of all the unfair events that culntinated int
(dairy famrers) fi.om ownership of Kenya co_opera
empower them in the privatization arangement of the

o displacement of the acl

te Creameries Ltd and

company.

ual

on the

owners

reasonabiy

Compensation to the Dairy Farmer through government acceptance of majorityshareholding of the company by the farrner would in a big way .rrrr"" ,r" ,l*.1against the past agony and social stigma implanted by their suffering a tripptejeopanry (rosing both body a,d lirnbs) that is to :nea. ross or-colossal sum of nrirk duesand losing the company twice in 1999 and 2003 respectively.

1'he trippre loss to date is a fact that seriousry negares rhe we, appraLrdecl principre orcrimirral Law, (rtoubre jeopardy) and the current srar.s is a Minus on rhe jurisprudence of

4



proprietary rights and or law. The Iaw does rlot allow punishment t'wice lor a uristakr

already punished.

6.0.6 The dairy fatmer continues inputting into the dairy value chain and by extelsion

subsidizes diverse institutions and by ail fairness must be giveri the first priority in the

plivatization anangement. That would be a significant gestur.e by Government.

6.0.7 In order to sustain competitiveness in the dairy industry, the Dairy farmer needs to have

the controiling shares in the compauy and this need be considered critically in the

privatization arrangement.

6.0.8 We the Dairy Farmers urge Govermrent to show utnrost goodwill and good faith and

ensule the following;

" Goodwill and good faith in empowering the Dairy far-mer in the privatizarion of
NKCC,

" Avoid putting conditions that are likely ro hinder the riairy farmer lioiri buying

shales

o Ensure pLrtting in place achievable mode of buying shales by the dairy farmer

c Ensure equity in dealing with purchase ofshares by the dairy farmers at large.

6.0'9 we the Dairy farmers wish to purchase s.hares as individual, corporate, cooperative

societies, dairl companies, milk community bascd organizations and self help dairl,

groups provided they supply rnilk to the processor - IIIKCC.

6'10 We the Dairy farmers need to be allowed to br,rild our shares, over tirne through agr.eed

deduction oi Kshs. I per kg of milk delivered to NKCC, upon govermrent's acceptance

of the arangement.

5

6.11 oul abrlity ro pay NKCC shares is based on rhe Iatest dclively of 300,000 kgs of milk per.

day val ued as follows:

300,000 hss x lishs I x -j0days: Kshs 9rn x 12 nronths -= Kshs 108m p_r.



6.12

7.0

8.0 CONCLUSION

Our miii< delvery graduates e

rrre Dairy Bou.d u,tono,n; ;: .'ffi":;r.X":";::: ;:,:,:;..:j."l criticar inbalancing the interest of the fanner, processoi ol,d 
"ora,u,entire daily value chain. 

arru col'rsltmer anci ensures fairness in the

It regulates and ensures mil
regurates imporrs/exporrs,,,j:,::::T:i:1;i; 

i.lj.l*,,, 
resti,rg. p,emise inspecrion,

safety ofconsumers. 
urrr^ Processors' milk bars coolers and key is

(a) Therefore the Kenya dairy board should be protected, strengthened and excludedany merger wilh any other regulatory entity.
(b) Plays role of stabilizatio

'eseLve 
and stabirization ;;t 

*" market and pricing tfuough managing skategic

There shall be no regional fra

;:,: 
**. ; ;",ffi *:ilTff :::: : ilJ# [ l" : ;;il :::,"T_":,T,

We the Dairy farmers

parti cipate,,,oour,, rl1# ::,,H:: :ff: H":H: :H;: :; ff ::l.,, 
* .

8.0.1 Express our f[2n16 
1

in th is imporran, .,,,,;",i,:1, J:H:il:".;llffi : lil,#;: . parti cipate

(ii) Express our than

H.,# i: ;:i:Ii :*J ffi iJ..:.'ft l: * ;:::,,T H.
competitive industry. 

---' vuuluEj/ srroulo be enhanced so that dairy remains a

8.0.2 The goverrulent sho ui<

rese.ve lbr the benefit 

assist the Dairy farmer by utilizing this institution as a strategicof oru dairy farmers and the country at large.

6
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Hon. loseph W.
esentation to the Privatis

N. Nyagah, ECH, MP
ation Commission on New KCC

-l-he 
first

Kipkelion

the origin

co-operative society in Kenya was a dairy one at
(Lumbwa), one hundred years ago. This society was
ol KCC.

-Ihe history of KCC dates back to 2Znd August -l925 
when

Kenya Co-operative Creameries Ltd (KCC) was incorporated as

a Iinrited liability conlpany. The principal business of KCC Ltd
was buying, processing and selling dairy products both in the
donrestic nrarket and export nrarket. The company started with
only one factory in Naivasha but today has Eleven ( 1 I ) dairy
processing factories and Eleven (1 1) Cooling plants. The growth
was nrainly achieved during the period 1966 to igBB. As at the
tinre there was a Iot of technical, lechnological and financial
as.sistatrce irom DA.NIDA.. Besides the factory that was set up at
Miritini to serve the coastal region, the rest of KCC ractories and
cooling plants exist in the nredium and high potential parts of
Kenya, where over 7Oo/o ol the population lives and where
poverty is prevalent. By 1987/BB, KCC was selling I nrillion
litres per day with purchases fronr dairy farnrers reaching a peak
of I .4 litres per day.

By 1992, the dairy industry was liberalized and orher privare
pr-ocessors canre in. KCC was unable to reengineer/r.estructure
operalions or reduce high operating fixed costs. There were
serior-rs financial irregurlarities and procuren-lent abuses due [o lax
lranag,ern€nt i}ierr Tlrerc lvere serious rleiays in p;fnrenrs ro
i.ii-r'ii.r's lnci suppliet:;. KCC was novv hced with very ser-ious
vr,olliiirg c,r1;ir;l consii,rilLr. l-ite cotitp,lty resultet.i to huge
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ntuch political oppositio, ilr *tost nlilk producirrg areas. There
would be nruch bigger opposition right ironr the grassroot to
Parliament. lt is for- this reason that I believe the, best way
forward is:

"Return" the New KCC to the dairy farmers throLrgh
cooperative ownership. -fhe 

farmers are feacjy .4nd willing to
refund the errrire KShs.540 nrillion to the Cou.rnn.,.nt- in.,
are in a position to set up a Cooperative Union (equivalent to a
Holding Contpany) lor this purpose. We did this for the srnall-
scale coffee farmers last year.

But given the strategic nature of the sector/ and given the poor
history of KCC during the last twenty years or so, the
governnrent should retain a portion of the shares initially. The
balance of the governntent shares can then be sold gradually to
the dairy cooperative as KCC stabilises.

This approach would be very well received by the dairy farnring
community. The Government would not lose its initial 2OOj
capital inprrt, especiary since it has even received some dividend
payntents. lt would get full support of the parliament.

Any other approach would run into serious problenrs with thepublic, who already believe that ther_e is an attempt, by sonre
wealthy people to brly it as ha.s happened before.

ll /r
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T,lINISTRY OF CO.OTERAI-IVE DEV

Office of the pcrmanent 
Secret

MCD_/S1AGB/-1t/7

ELO-PJVTBN,I

ar.!
1.l.rruE: "Co-OpS- fl AJROaI
Trl(f hu^.: NqIDt,t f,J9650/9
\l't.n rcpl/ng prcs( crok

RE-INSUNAN CE PLAZ4
TA.Itr'A ROAD,

P.o. BOX 3&tr7 - 0010{,
NAIROBI

24'h June, 2OO3

Mr. Paul Odhiambo,
Ceneral Manager;
KCC 200O Ltd,
P,O BOX 8953,
F{AEROB["

Dear D,

R.E: F{AhIDING/{AKING OVER oF KCC ZS00 LTD.
BY B{EW KeC LTD. ON 25rH JUhlE, 2OO3

The Covernmenr has decided to buy back the KCC 2000 Ltd ancj
restcre it to the farmers. Consequently the Ministry of co-operative
Development has registered the ,,New l(enya Co-operative
creameries Lrd" (New KCC Ltd) under the co-operative societies
Act No. 12 of 1997.

It has been decided rhar rhe New KCC Ltd takes over rhe Assets and
Iiabilities of the I(CC Holdings Ltd and KCC 2000 Ltcl r,,,ith eifect
fronr 25'r' ]une, 2003. yoli are, iherefore, asked to hand over to
Mr. Prudenzio Nichcras caitara who rras been appointetl as the
intef)m Ceneml Manager of the New KCC Ltcl.

Y.ours

EIh!]AM IBI K. OMC O.G.\{I.
PflR.MAT\fi ES{-r, 5Ee R.EIARY

C<-)v\. \j-f)a



CC Mr. Pruden7,lo Nicholas Cairara,
P.O Box 67A52,
NAIROBI.
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