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1.0  BACKGROUND

1.1 Introduction
This 1s the final report of the Parhamentary Select Committee on Cost of Living, following a

prebmunary emergency report dated 7th June, 2011 already presented to Government by the
Commuttee (see annex 1). The content of that preliminary report, including the twenty (21)
recommendations therein, should be considered as consututing an integral part of this final

reporL

The Select Committee was formed vide a resolution of the August House on 11 May, 2011
following a Motion by the Member for Budalang’i, Hon Ababu Namwamba, in response to
widespread public outcry over the unprecedented spiral in inflation on the back of a sharp nse 1n
the cost of fuel and foodstuff in the country. Its primary mandate was to inquire into the factors
inflaming this and table in Pathament a comprehensive report with substantive recommendations
on both immediate and long-term remedial measures. The Committee held its first meeting on
i May, 2011 where members unanimously elected Hon. Ababu Namwamba and Hon. Shakila

Abdalla the Chairperson and the Vice-Chairperson, respectively.

The Commuttee had an imnal thirty-day mandate, which was expected to end on Saturday 13
June, 2011. Within this peniod, the Commuttee undertook a whirlwind of inquiries, culminatng in
the preliminary report aforesaid which was adopted on June 7th, 2011. However, that
preliminary inquiry also revealed that this matter posed such a massive challenge that 1t required
deeper interrogation and substantive remedial measures that would include concrete proposals
for specially targeted legislaton. The Committee accordingly sought extension of its time twice,
on 9" June and on 4" August, 2011 to conclude the longer term aspects of its mandate. This
report has effectively responded to that need for deeper inquiry, and includes specific legislauve

proposals.

The extension was further necessitated by the fact that the mandate of this committee coincided
with the very tght legislatve schedule of Parliament for enacting key Consttution
implementation Bills. By some coincidence, a majonty of the members of this Committee,
including the Chairman, also serve on the Constitution Implementation Oversight Commuttee,
which has been deeply immersed in reviewing the Bills as well as vetting nominees to the various

constitutional offices.

The Commuttee has therefore taken a total of five months to fully conclude its work and table
this report in the House. After its first round of engagement with various stakeholders in the oil
and grain sectors, and public hearings in several parts of the country, the Committee strongly felt
that there were certain 1ssues that were so urgent that they could not wait for this final report and
therefore required immediate action. This 1s what primarly motivated the Commuittee to prepare
the preliminary report with twenty one recommendations that 1t asked Government to address on
emergency basis. The Commuttee submitted that report to Government through the Head of
Public Service and Secretary to the Cabinet, Ambassador Francis Muthaura at a special session in
Parliament Buildings on 17" June, 2011, That meeting was attended by Permanent Secretaries
from all the hne minmistnies targeted by the Committee for this exercise. The Committee notes
that some of the recommendations in that preliminary report have since been implemented by

Government, while others remain pending.



1.2 Commitiece Membership

The Commuttee compnsed of the folowing members:-

121 Hon. Ababu Namwamba, MP - Chairperson
12.2  Hon. Shakda Abdalla, MP - Vice-Chairperson
1.2.3  Hon. Martha Karua, MP

1.2.4  Hon. Elas Mbau, MP

1.2.5 Hon. Rachel Shebesh, MP

1.2.6  Hon. Charles Kilonzo, MP

1.2.7 Hon. John Mbadi, MP

1.2.8 Hon (Dr) EEsels Struyu, MP

1.2.9  Hon. (Dr) Joyce Laboso, MP

1.2.10 Hon. Nkoidilla Ole Lankas, MP

1.2.11 Hon Mohamed Gabow, MP

Hon. Mohamed Gabow, MP was subsequentdy appointed Assistant Minister for Speaial
Pregrammes 1 August, 2011 before the Combuttee concluded 1ts mandate, thus reducing this
membership to ten. There was no time to replace him.

1.3 Committec Terms of Reference

The Commuttee subsequent to its formanon adopted the following Terms of Reference:

1.3.1  Invesngate factors responsible for the rapid nse in inflaton, from 3.8% in November
2010 to 12.93% 1n May 2011, and the hugh cost of living in the country and propose both

short and long term remedial measures.

1.3.2  Establish the effect of the current inflaton and high cost of energy on producers,
manufacturers and consumers and the impact of this on the economy.

133  Establish the factors causing the ever nsing cost of energy with a focus on fossil fuel and
how the Government can get a lasung solution to the problem. Also establish the status
of preparedness of the country to handle any interruptions in supply of fuel.

1.3.4  Interrogate exisung policies on food security 1n the country and examine any measures 1n
place meant to ensure the country produces enough food to feed the whole populaton.

135 Track the cereal production and supply chain and determine how this contnbutes to the
cost of food, with specific emphasis on land tenure, farm preparation, imely avadability
and pncing of seeds and other farm inputs, harvesung, storage and post harvest

managemcm

136 Examine the supply chan of oil, from importaton through clearance, transportavon,
distribution and consumption with a view to detectung factors in the chain which might
be responsible for inflamung the sharp nise in pump prces.



137

1.3.8

1.3.9

1.3.10

1.3 1

1.3.12

1.4
1.4.1

1.4.2

Interrogate the cost of staple food crops 1n the country, the abiity of Kenyans, especially
the underprnivileged, to afford basic foodstuff and any exisung 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 1n the production and supply chain.

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

Establish the relauonshup between unemployment, the wage levels and the lLwving

standards of KKenyans.

Exarmune instotuuonal capacities and synergtes for shielding Kenyans from vagaries like
fluctuations 1n international od pnces, drought and interruptions in the food and ol

supply chains.

Explore legal and policy options necessary to address the challenges identufied, including
the cost of energy, cost of food, public expenditure as well as insututional capacites and

synergies.

Committee meetings and Hearings
The Commuittee has dunng its tenure held 50 situngs, within and outside the precincts of

Parbament to establish the factors causing the high cost of bving. Internal meetings were
held in Patliament with government officials from relevant hne ministries, public policy
research bodies and experts 1n vanous fields. The Committee also wisited vanous parts of
Kenya on fact finding missions and to conduct hearings with members of the public
targeting communites, groups and players in specific areas of socto-economic concern.
The meetings were meant to enable the Commuttee get area and sector specific first hand
information in order to understand how each one of them was uniquely contnbutng to

or affected by the nsing inflation and high cost of hving.

Overall, the Commuttee met stakeholders from all the key sectors of the country’s
economy and especially those directly relevant to the wider mandate of the Commuttee.
The Comuuttee specifically held Meetings wath the following persons, institutions and

companies:
Munsster for Energy

Permanent Secretary, Minustry of Energy

Director General, Energy Regulatory Commussion (ERC)

Managing Director, Kenya Petroleum Refinentes Limited (KPRL)

Managing Director, National Ol Corporation of Kenya (NOCK)

Managing Director, Kenya Pipeline Corporatnon (KPC)

Governor, Central Bank of Kenya (CBK)

Commussioner-General, Kenya Revenue Authonty (KRA)

Top Management of o1l marketers, including Kenol-KKobil, Shell, Oil.ibya and Gulf
Onl.

10 Chief Executve Officer, Petroleumn Institute of Llast Africa (PIEA)

11 Managing [Director, Natonal Cereals and Produce Board (NCPB)

9



1.4.3

1.4.4

12 Management of the Kenya Seed Company Limited

13 Mayor and Deputy Mayor, Kitale Municipal Council

14 Provincial Commnussioner, Nyanza and the Regional Commussioner of Central
Nyanza

15 Regional Commussioner, North Ruft

16 Branch Manager, Unga Limited, Eldoret

17 Managing Director, Unuted Mullers, Kisumu

18 Chief Executive Officer, Insutute of Economuc Affairs (IEA),

19 Chairman, Secretary and Chief Execunve Officer of the Consumer Federation of
Kenya (COFEK)

20  Board of Directors, Mombasa Maize Mullers

21 Chawrman and trustees of the Kenya Transport Assoctanon (KTA)

22 The Managing Duirector of KIPPRA

23 Mnuster for Aguculture on wide ranging issues related to food secunty

24 Muruster for Finance

25 Secretary to the Cabinet and Head of Public Service

26 Permanent Secretary, Office of the Prime Miruster

27 Clerk of the Kenva National Assembly

28  Permanent Secretary, Mirustry of Planmng, Natuonal Development and Vision 2030

29  Muruster for Medical Services

30  Permanent Secretary, Minustry of Public Health and Sanitanon

31 Permanent Secretary, Munustry of Public Service

32 Management of Mumias, Nzoia, Sony and Muhoroni Sugar Companies

The Committee also conducted on-site fact finding missions to the following
places:

1. National Cereals and Produce Board depot in Eldoret
Unga Millers, Eldoret

Kenya Seed Company Limited, Kitale

Pnivate maize traders in Kitale and Kiminini

Kenya Petroleum Refinenies Limited 1n Mombasa,

Kenya Pipeline Corporation oil jetty in Kipevu, Mombasa
Mombasa Maize Millers

Grain Bulk Handling Limited (GBHL)

9 Mumuas Sugar Company Limited

10 Nzoia Sugar Company Limited

11 Muhoron Sugar Company Limited

12 Sony Sugar Company Limited

® N o A

Further, the Committee held public hearings in the following areas:

) KKibera (Nairobi County) with the general public

2 Eldoret (Uasin Gishu County) with maize farmers and the general public

3 IKitale (Tans Nzowa County) with maize farmers and the general public

4 I<isumu (Kiosumu County) with fishermen and the general publc, and

5 Ahero (Kisumu County) with nice farmers and the general public

6 Munuas (Kakamega County) with sugarcane farmers and the general puble

7 Suba - Tonga and Nyatoto (Homabay County) with fishermen, grain farmers and

livestock farmers

10



1.4.5

1.4.6

9

10
11
12
13
14

15.
16.

17

Bomet (Bomet County) with maize farmers, dauy farmers and the general publc
Narok (Narok County) with wheat and maize farmers, hvestock farmers and the

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

Embu (Embu County) with the general public

Meru (Meru County) with farmers, tradess and the general public
Lodwar (Turkana County) with pastorabsts and the general public
Lokichar (Turkana County) with pastoralists and the general public
Kitw (Kitwr County) wath the general public

Lango Baya in Malindi (Kiifi County) with the general public and
Lamu (Lamu County) with the general public

The Committee had planned to hold similar public hearings in the following areas
but was unable to do so due to unforeseen constraints:

1

2
3
4,

Mwing (Katw County)
Isiolo (Isiolo County)
Ganssa (Ganssa County)
Mwea (Kininyaga County)

The Commuttee 1s confident that 1t heard a representanve voice of Kenyans and 1ts report

thus reflects senuments of the people of Kenya.



1.5 Acknowledgement
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The Commutiee further commends Government agencies and departments that 1t met for the
openness and cooperaton they accorded 1t while conducung its business. The Commurttee is
especially grateful to the Provincial Administraton for the support they accorded the Commuttee
In organizing public heanngs 1n different parts of the counury.

The Commuttee appreciates the techrucal advice 1t received after consultations with vanous
stakeholders and the findings and recommendations contained 1n this report try to address all the

1ssues 1t establbished.

Special thanks also go to the staff of the Parhamentary Service Comsussion who served under the
Commuttee LEdward Libends, James Ginono, Nocodemus Odongo, Fandah Ngasura and Linda

Kirunya

Finally, Mr Speaker, the Commuttee extends special gratitude to the Honourable Members of the
Commuttee who worked extremely hard, sometumes under extraneous circumstances. The
follovnng Members need special menuoon: Hon. John Mbadi, Hon. Rachel Shebesh, Hon
" ondia Ole Lankas, Hon. (Dr) Esels Simiyu, Hon. Shakila Ahdalla, and Hon (IDr) Joyce 1.aboso

This report was adopted unanumously and the recommendations herein were arnved at after
thorough consultatons with all the mrgeted stakeholders

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

adopuon

THE HON. ABABU NAMWAMBA, MP N E
CHAIRMAN, SELECT COMMITTEE ON COST QF NG



2.0 FINDINGS

[t 1s important to note right here at the beginning that in all the places where the Commuttee has
interacted with Kenyans through open public hearings, one strong message has been consistent:
the cinzens of this country are hiterally panting under the unbearable burden of the cost of
essentials of life that has spiraled well beyond their reach. The rapid increase in inflaion without a
corresponding rise in incomes has senously 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 has fast become a “walking” nation as many Kenyans, especially in low
income urban neighborhoods like Kibera, have been left with no choice but to trek to places

where they struggle to eke a hiving.

Prices of basic staple foodstuff like maize flour, rice and sugar have similarly ripped through the
roof, making it impossible for many families 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 last
December to over Kshs 120 by June 2011. Meanwhile, income levels have remained static for
those fortunate to have some work, while the unemployment rate 1s only getting worse.

And Kenyans are laying their tribulations squarely in the lap of the country’s leaders, who they
believe are insensitive, unresponsive and obsessed with games of poliical brinkmanship 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 grim reality.
Farmers feel abandoned to the mercy of brutal profiteers, while transporters are exposed to
merciless wheeler-dealing cartels in 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 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
Refineries (IKPRL), Kenya Ports Authonty (KPA), Kenya Pipeline Corporation (KPC), National
O1l Corporation of Kenya (NOCK), Kenya Revenue Authority (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 Agniculture, 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 Natonal Milling Corporation (NMC), which
would cushion farmers while offering them a stronger voice, and further stabilize markets in

moments such as what the country 1s confronted with today.

This cocktall of 1ssues 1s steadily fomentng a potent sense of desperation and anger, with the very
real risk of a devastaung social implosion - if government and parhament remains impervious to

cries of pain coming from the people.



3.0 FINDINGS FROM IDENTIFIED STAKEHOLDERS

3.1 The Oil Sub-Sector

The Commuttee met with oil sector stakeholders on 26" May 2011. The objective of the meeting
was to establish the players 1n the energy sector and the factors causing the ever nsing cost of
energy, specifically petroleun products, and how the Government could get a lasung solution to
the problem. The Commuttee was also interested 1n estabbishing the status of preparedness of the
country to handle any interruptions 1n supply of fuel.

Specifically, the Commuttee was interested 1n the following issues which were considered majot
contnbutors of the high cost of fuel:
a) Whether cartels exist 1n the ol sector
b) Main causes of the skyrocketing cost of fuel in Kenya
¢) The percentage cost of taxes 1n the high cost of fuel
d) The effect of price regulation introduced by the Minustry of Energy n December 2010 and
managed by the Fnergy Regulatory Comumussion on the cost of fuel
&) The relavenship evisting between the percentage ncrease i witctational o market prices
and the pump price in Kenya
f) The role of the National Oil Corporanon in stabibzaton of fuel prices
g) The real cause of the fuel shortage 1n early May, 2011
hy The fundamentals that inform the changes 1n fuel poces and especially what informed the
sudden reduction of the diesel price by Kshs. 3 per htre by NOCK
) Whether there are players 1n the oil sector who are also regulators 1n government hence a
conflict of interest
) Whether there are consultations in Government before major policy announcements are
made like the announcement by the Prime Minister 1n the House on removal of taxes on

kerosene.

Several 1ssues emerged from the discussion with ol sector players. The Permanent Secretary(PS)
in the Ministry of Energy, Mr. Patrick Nyoike briefed the Committee on causes of increasing
petroleum prices and the measures the Ministry was putang in place to cushion the country. The
PS attmbuted the hugh cost of fuel on the nsing international crude ol prces, the weak value of
the Kenyan currency to the dollar and the turmou 1n the Middle East.

It also emerged from the Ministry of Energy officials that the Government had reduced exaise
taxes on kerosene by 30% which was effected on 28" Apal, 2011 and that the Minustry of
Finance would introduce a Bill in Parhament to waive excise taxes on kerosene The Minster for
Linergy explained that there were sufficient consultauons between the President, the Prime
Minister and the Minustnies of Energy and Finance before any policy changes are announced and
spectfically the policy announced by the Pnme Minister that the Government would reduce
excise duty on kerosene and diesel.

The Minustry of Energy also cxplamed other factors which had contnbuted to the sharp rise in ot
prices as follows:

2) Conunued existence of piracy acuviues 1n the Indian Ocean being responsible for

increased freight cost of petroleum products together with Mombasa port demurrages

incurred by ships wainng to discharge the commodites at the port.

14



b) Clogging of the pipeline system by o1l marketers who have no adequate storage facilities.

Onl sector marketers and other o1l stakeholders raised the following additional 1ssues affecung the

industry and thereby contributing to the high retail pump price of fuel:-

* Having only one Jetty at the port of Mombasa in which o1l products are discharged

e Lack of strategic o1l reserves

* Inefficiencies at the Kenya Petroleum Refineries Limited which marketers alleged
contributed an additonal 5 to 8 shillings to the litre.

* Infrastructural constraints parocularly the Kenya Pipeline Kipevu jetty and the need for
establishment of a Common Storage facility in Nairobs

* Marketers using the pipeline as a storage facility thus clogging the system and denying
importers a chance to discharge their products 1n the pipeline.

The Ministry of Energy officials led by the PS confirmed that the Kenya Petroleum Refineries
Limited (KPRL) could only remain viable if it stuck to the proposed timelines of modernization

or else 1t should be shut down.

The Ol marketers also committed themselves to abide by the resolutions they made at the ol
stakeholders forum held on 21" May, 2011 at the KICC and the Ministry agreed to enforce the
regulations developed especially regarding storage of oil products in the pipeline strictly. The
stakeholders concluded that modernization of the KPRL should either be completed by 2015 and
the other projects like development of a power plant by December 2011 and conversion into a
merchant refinery by January 2011 be finalized within the indicated timelines failure to which the
Government should shut down the refinery as in the current state, it is a liability to the tax payer.

Discussions with the o1l sector stakeholders identified the following measures that would help
reduce the cost of fuel and ensure consistency n supply both in the short term and long term:

a) Introduction of and enforcement of stff penalties for storing oil products in the pipeline
for a longer duration than 14 days for domestic fuel and 30 days for transit fuel
respectively.

b) Establishment of strategic o1l reserve urgently to cushion the country against fluctuations in
the supply chain.

c) Sharing of Ullage (space allocated in the pipeline) by oil marketers based on throughput.

d) The KRA and KPA clearing systems should be made more efficient.

e) There 1s need to amend the Energy Act in order to convert the KPRL into a Merchant

Refinery

In concluding, the Petroleum Insutute of East Africa (PIEA) was categorical that cartels did not
exist in the o1l industry as 1s presumed by many since the Competiion Act prohibited such acts.

3.2 Natonal Cereals and Produce Board Management (NCPB)

The Committee met with the Natonal Cereals and Produce Board Management (NCPB) in
Fldoret on the 27" May 2011. The objective of the meetng was to get insight into cereals
production and supply chain and to determine how this contributes to the cost of food, with
specific emphasis on land tenure, farm preparation, timely availability and pncng of seeds and

other farm inputs, harvestung, storage and post harvest management.

15



The following specific 1ssues were sought by the Commuttee from the NCPB management.

o The probable reasons for the hugh shelf price of maize flour

« The cost at which NCPB purchases maize from farmers

« Whether farmers stll had maize as alleged by the Munuster for Agnculture in mid May 2011

¢+ 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 Kenyans have access to the staple food at a
subsidized cost

+ Whether farmers are mouvated to grow maize

¢ How much maize the NCPB has 1 1ts stores and how long that stock could last the
country

+ Whether some players (1.¢ farmers, traders, mullers or NCPB) in the supply chain were
hoarding maize.

¢ Whether there was polmcal interference in the maize sector

« Whether 1t was justfied for the price of 2 kdogram Unga to be sold at more than Kshs 100

« Any long term measures the NCPDB had put in place 1o ceduce the cast of flour.

The Managing Director of NCPB informed the Committee that therr mandate includes the
Buying and Mantaining grain, distribution of farm nputs to farmers and market intervention on
behalf of the Government. NCPB deals with maize, wheat, nce, pulses, Fertlizers (planting & top
dressing), Agro- Chemucals and seeds. They also offer Warehousing, leasing of storage facility,
pest control, grain grading & aflatoxun tesung, cleaning and forwarding, grain drying, bagging and

welghting services.
ghing

The Commuttee was further informed that the NCPB can store up to 21 mullion bags of maize 1n
their stores countrywide. As at 27" May 2011, NCPB had the following stocks:

o Maize- 3,256,902*90Kgs(2.5 m 1s SGR reserve-and 300,000 1s Famine relief) bags which
could only last 1 Month if released to the market as the country consumes 36Mallion bags
annually,

Beans — 9,429*90Kgs bags,

Paddy nce 5,092*24kg bales, paddy nce 42 837*75Kgs Bags,
Wheat- nil,

Fertulizers() Assorted- 259,239* 50kgs bags,

Seed- (off-season) — Nil

o 0 O O O

Issues that emerged from the discussion with NCPB management werc that the NCPB did not
have sufficient funds to mop up surplus maize as the Government releases funds late and the
funds are released in batches, the NCPB did not sell any maize to Millers commercially 1n 2011,
that due to hiberalizabon maize mullers can buy and usually do so from maize farmers directly and
hence exploit the farmers. That the Government fixes the price at which the NCPB buys or sells
marze to farmers which discourages farmers from selling their mauze to the NCPB espcaally if
the prices are jow and that grain shortage 1s expected 1n 2011 as rams had been erranc at the
planung season of March/Apnl 2011

Discussions with the NCPB idenufied the following measures that would help stabibize cereals

supply and price, parucularly for maize
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: a) Establish Grain Regulanon Comrussion by law to help stabilize the cereal sub-sector.

b) Enhance the work of an Inter-ministerial Commuttee working on legislanon to establish a
Commodites Exchange similar to the Tea Aucton in Mombasa to give the farmers best
price

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

d) Review land policies to prevent subdivision of agncultural land to non-wviable sizes and
establish land banks

e) Establish dams 1n the grain growing areas to stop dependence on rain

f) The Agncultural Finance Corporation should reduce interest rate of lending to farmers to
between 5% to 8%

g) Enhance the Strategic Grain Reserve from 3 mudlion bags to 8 million bags

3.3. Kenya Seed Company Limited

The Commuttee met with the Kenya Seed Company management 1in Kitale on 28th May 2011.
The objective of the meeting was to get insight into seeds production and supply chain and to
determine how this contnbutes to the cost of cereals, with spectfic emphasis on umely availability
and pncing of seeds as an important farm input considenng that most farmers had complamed of

unavatability of cernfied seeds.

The Commuttee sought to know the following from the Kenya Seed Company Limuted;

a) Whether the country has enough seeds

b) The position of the Kenya Seed Company on GMO food

c) Whether the Kenya Seed Company develops seed varneties which can grow 1n hardship
areas whether in fact 1t has capacity to do so.

d) The problems that contrmibute to the lack of Seeds in the Country and whether Kenya
Seed 1s imely 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 Limuted 1n discharge of its mandate.

g) How easy it 1s to distubute seeds and whether the revival of KKenya Farmers Association
(KFA) could help to facilitate the distributon and improve farmer producavity

h) How Kenya Seed Company 1s financed

1) Whether maize farming 1n Kenya 1s expanding or shrinking

Emerging issues from the discussion were that: the company did not have adequate seeds in 2011
and this was going to affect the production 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 Committee also heard that the government sets the poces that the company pays
farmers for seed while the other entties 1n the market set their own prices and the government
price has been on the decline discouraging farmers from growing maize for seeds That over 70%
of the company’s production 1s meant for the highlands, that the Company produces parental
seeds which are given to contractual growers who mulaply 1t then return to Kenya seed for
production and the company only produces around 10% of the total seed supplied 1n the country.

The Comnuttee was informed that the seed company faces vanous challenges which were
affecung sced production including the reducton 1n seed production area and continued land

sub-division
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Discussions with the Kenya Seed Company idenufied the following measures that would help
stabthize production, supply and price, particularly for marze:

a) Streamhining the pneing mechanisms for cereal seeds to enable the majonty of farmers
sulize the cerufied seeds for high yield.

b) Consider establishing strategic seed reserve tn the Country to cushion against unexpected
shocks.

¢) Expansion of urnganon to cover the highland areas to enable farmers 1n the highlands to
plant two seasons rather than the current one.

d) Expand the acreage for seed production. The Corporanon requires 3,000 extra acres of
land for domesnc use and 15,000 acres for general use, thus the Minstry of Agnculture
should give authonty to the Corporauon to purchase Gatatha Farm which 1s 1,800 acres

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

f) Consider enhancing subsidy to farmers especially on farm inputs like seeds and feralizer to

mncrease productjon

3.3. United Millers, Kisumu.

The Commuttee met with the management of Kisumu United Millers on 30 May 2011. I'he
objectve of the meeung was to determine the amount of maze held by mullers as well as the data
on the quanuty of maize being consumed by the Kenyan market and also establish the source of
the maize being used by Kenyans given the existing shortage 1n May 2011. The Commuttee was
further concerned about the looming maize shortage crisis.

The Commuttee was informed that there was a shortage of maize globallly and that there was
need to subsidize local farmers by giving them Kshs. 45 mullion worth of Seeds and a further
Kshs. 50 Milhon Worth of ferulizers for free to spur producuon.

According to the United Millers, there was rampant corruption 1n the NCPB from the weighing
of the maize down the supply chain to the final person wnfing a cheque and there was need to
climinate and munimuze the malpractice in the organizauon. They also proposcd ifting of import
duties on imported maize and all other matenals associated with maize producgon to facilitate
importation to cover for the shortage 1n supply-

3.4 Central Bank of Kenya (CBK) and Kenya Revenue Authority (KRA)

The Committee met with the Governor of Central Bank of Kenya (CBK) and Commussionet
General of Kenya Revenue Authonty at County Hall, Parliament Buildings on 2" June 2011. The
objective of the meeung was to understand the causes of the runaway inflaton, the depreciation
i value of the Kenyan currency and the general high cost of living including the monetary
policies and taxaton polcies of the country and theur implicatons on the economy

The Commuttee was concerned with the hugh inflavon 1n the country which had nsen from 3 8%
1n November 2011 to 12.95% in May 2011 and the fall in the value of the Kenya shilling agawnst
the main foreign currencies. The Commuittee sought clarificanons on the following speafic 1ssues
1 How the tax system could benefit IKenyans and how qmck]y the propmcd excise tax
watver on ol products such as paraffin and diesel could be effected
2 How the government could deal with any possxblc exisung cartels 1n the maize sector
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15.
16.

How the CBIC and KRA were dealing with the 1ssues of chmate change if any.

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

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

Tax measures that the KRA could propose to help manage the nising cost of living

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

Why the banking sector in Kenya 1s not helping the cinzens to borrow.

What KRA was doing to curb tax evasion and to encourage complance as there are
loopholes which need to be tghtened

What the government was doing to reduce the huge amounts of expenditure of publc
funds e.g. travelling a lot on first class and spending too much on non essennals services

. Why collection of taxes are not proportional in all sectors e.g. od 15 taxed too much while

real estate 1s not adequately taxed
What the government was doing about the raptd population growth and consumpbon rate

n the country

Any professional advice the two institutions could give the government concerning the o1l
prices given that 1t was not known when the problem 1n the Middle East and North Africa
would end.

What the government was doing about infrastructural imbalance, and whether the
equalization fund could help sort out the infrastructure imbalance.

The Government prionties in terms of spending

Why there was poor absorption rates leading to many mumstries returnung money to
Treasury due to insututional faures e.g. kazi kwa vijana.

The Governor of the Central Bank indicated that economuc growth was showing a strong
recovery partly due to good performance 1n agnculture. Finanaal growth also remamned strong.

The discussions identified the following cross cutang measures that would help stabilize the
macroeconomic environment and other areas of concern to the Kenyan economy:

d)

That there should be o1l reserves in the country to cushion against external ol shocks
That there should be domestic supply buffers of essential commodities; which should be
separate from the strategic reserves.

That incentives for food prices should be based on market prices and further that the
government should establish institutions that will buy surplus commodities from Farmers.
That monetary policy should not be used to fix prices as 1t has hmitations on controllng

inflation.

The Commussioner General of Kenya Revenue Authonty informed the commuttee that certain
durect taxes have impacts on inflanon e.g. excise taxes. He however clanified that there had been
no increase in taxes on fuel for the past two years and therefore the argument that the high taxes
in fuel were causing inflanon was not true. Tax rate had remained the same overume, thus taxes
had not contributed to pnce increase 1n o1l products He also caunoned against the Government
plan to reduce taxes on certain types of fuel as a social safety measure arguing that upto 85% of
Kenya’s budget 1s financed through taxation with donor support only covenng around 3-5% The
neighboring countries such as Uganda and Tanzamna get almost 50% of budgetary donor support
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He concluded that reducing taxes would not be the most viable option as it would mean reducing

on certain government cxpendjmrc which are crniical for the economy.

It further emerged that ehrminating tax on paraffin could result 1n adulteraung other costly o1l
products by wraders to make mote profit as well as the fear of selling the same product at higher
prces outside the country. It was the Commissioner General’s view that pnice controls distort the
market and therefore supply and demand should be allowed to determine the commodity prices.
From the discussions, it also emerged that if all consutmnonal office holders were to pay PAYLE
taxes on all therr mcome, then Treasury would get an additsonal kshs.670mullion He stated that
Kenya should be commended as 1t has the highest tax effort of between 22-24% 1n the region
compared to the neighboring countries of Uganda 11% and Rwanda 17%.

He clanified that the real property industry in Kenya is fully covered by necessary tax laws and
regulations but the only problem 1s enforcement and compliance. Clanficauon was also made that
the problem 1n the ol sector was about supply constrains and not taxes. The issues of piracy are
also responsible for hugh cost of o1l because of increased transportanon and 1nsurance expenses.

The 1esolutions from the diecussion were that. 1n the short run, money should be provided for
safety nets This would however lead to increase 1n taxation ot reduction 1n public expenditure to
save some money for the emerging 1ssues. Full taxation of consututional office holders would

also send a good signal to the economy and may help bolster comphance with tax laws.

The Commuttee was informed by the Commussioner General that KRA 1s using taxpayel
educaton to encourage people to pay taxes. Kenya has jomned OECD to get information on
Kenyans who are saving money outside the country and not paying taxes.

Finally, the Governor of Central Bank of Kenya observed that the objecuve of the monetary
policy of the CBK 1s to supply the money consistent with the economic activines in the country.
It was revealed that the current problems contnibuting to the high cost of hiving are mainly supply
side constraints and not as a result of taxaton and that there was need for strict application and
enforcement of rules of the game by all concerned institugons to restore sanuty in the economuc

environment

The discussions agreed that a law should be enacted explaming how the o1l reserve will work and
clearly define the role of every actor to help stabilize o1l shocks.

3.5 Institute of Economic Affairs

The Commuttee met with the Chief Executive Officer of the Insatute of Economuc Affairs on 2
June 2011 with a view to getang thewr professional views regarding the skyrockeung cost of iving
It emerged that the main dnivers on the cost of living are ol and food prices. The CEO explamned
that the high costs were also as a result of the Kenyan Pipeline being very old and too small to
meet the country’s ol demand and 1ts neighbors, strategic Reserves must be mamntained He
however cautioned against price controls saying that fixing priced would only benefit the big

wraders rather than small ones.
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The IEA management expressed views to the effect that existence of any cartels in the ol
industry needs to be invesugated since thus would be dangerous to both the poor and rnich people
However, they advised that the government should confine 1ts intervention measures to factors
that are within the control of the country Other proposals were that the Government should
introduce electric trains which use thermal power which 1s cheaper than hydro power. Also, the
Government should allow for temporary importaton of maize to close the exssung demand and
supply gap to avoid the looming food cnsis. The importation should however not be an open
check that would lead to the market being flooded by cheap imports to the detument of the

Kenyan producers.
3.6 Consumer Federation of Kenya

The Committee met with the Consumer Federabon of Kenya on 2 June 2011 to seek theur
views on the skyrocketing cost of hving. The commuttee heard that the biggest challenge of food
secunty in IKenya 1s water. It further emerged that extension workers in the munistry of agriculture
are virtually absent at the grass roots thus some drastic measures need to be taken to revitalize
agniculture. They observed that since biogas 1s underdeveloped in Kenya, a lot of pressure 1s on
petroleum. The commuttee learnt that CoFEK has sued the government due to its nacton to

curtail the nsing cost of hving.

CoFFEIKK also observed that NOCK cannot stabihize o1 pnces considening that 1t had only 7%
presence in the market and in their view, the organization had been set up to fail. Finally, they
noted that most causes of the current high cost of iving were governance i1ssues mostly as a result
of conflict of interest. For example, people in government charged with housing are developers
of real property so they cannot support a government low cost housing policy.

3.7 Mombasa Maize Millers

The Commuttee met with top management of Mombasa Maize Millers in Mombasa on 3% June
2011 and obtained the following information:

a) That a 2Kg tn of marze in Mombasa was trading at Ksh.105 while a 2 kilogram packet of
unga was selling at Ksh.114.

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

¢) That the Director is also a director of NCPB since there are heads of mullers who sit in
the board. They are therefore in constant touch with NCPB 1n terms of knowing the
situation on the ground and therefore his information was factual.

d) That Tanzama always has crop harvests 1n June and July season and has always helped fill
the Kenyan defiat over the years but this ame they closed their borders against maize
exports because they also did not produce enough maize to export and so now mullers in
Mombasa were mainly depending on the httle maize that was tnckling in from Dodoma
through ‘informal routes’.

¢) That the millers were not receiving any maize comung from local farmers A bag of maize
in Mombasa was selling at an unprecedented high of Kish 3600 so 1t would be impossible
for farmers to sull be holding maize

f) That the expected harvest for this year (2011) would be low at berween 1.5mullion to
2mudhion bags because of the adverse weather.
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g)

That the country’s consumption of maize has been increasing and 1s now at 35 0
4mibon bags a month up from 2 5Smullion bags before yet supply has dwindled

That as on that day, they only had 2days worth of stock. The mulling 1s done as the brde
maize keeps trickling in and that 1s what they are selling 1n the market. This has been the
situation since japuary.

That they had wntten to all relevant munustries including the Ministry of Special Programs
about the anucipated shortage advising on what actions the government could do to avert
the situation but no response had been forthcomung.

That Kenyans in urban and pen urban areas are yet to realize that there s a shortage
because they buy from supermarkets who are always the furst to be supplied so they will
always have some flour on the shelves Meanwhile the small scale mullers and posho mulls
are even shuttng down because of lack of maize to mull.

They laid a paper on the pnces from January to May which indicated that pnce of unga
had gone up by 100% and price of maize had gone up 105% and this has not factored 1n

fuel and electricity cost.
Prices have been stable for five years but the problems started 1 2008 when NCPB

stocks were depleted and the government allowed 1n 1mports which brought down prices
2 liptle hence discouraging farmers who telt the returns were 1nadequate.

m) There 1s need for drasnc measurces to avert the loomung cnisis which had been brought

about by poor plannung, and forecasting on the part of government.
That the maize shortage 1s affecung Lvestock feeds because maize is a raw matenal,
therefore the problem is very extensive.

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

the exusting problems.

a)

That government should consider imporang maize to cover the present shortage. There 1s
matze 1n Malaw1 and Zambia but the shipping logistics are difficult. There 1s sufficient
maize 1 South Afnca which is most likely GM maize and the government had to make a
decision on whether they would import GMO maize and needed to consult the public
before deciding this.

The government should check the yield of farmers to establish how they could produce
more crop yield per acre like 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

That there should be better interaction between Ministry of Agriculture, Millers and all food
sector trustees including farmers, muillers, consumers, Minstries of Finance, Agnculture, and
Special Programs to be able to address the pertinent issues in the agniculture sector.
Production in the country needs to be significantly increased to match the ever increasing
consumpton rate due to population increase.

The fuel cost per kg is 2shillings for transportanon and so fuel costs were not the major
cost driver in the prices of flour and maize, 1’s the maize 1itself. The cost of inputs should
therefore be subsidized and made avaiable to farmers 1 order to reduce the pnce of the

maize

3.8. Kenya Transporters Association
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The Committee met Kenya Transporters Association in Mombasa on 3'dJunc 2011 and sought to
know from them the situation in the transport industry since it 1s one majorly dependent on fuel
which has increased in the country significantly. The commuttee also sought to know how
transport affects the cost of food. The Committee heard the following from the KTA;

2)
b)

<)

d)

g)

h)

k)

That the association has over 380 members.

That 96% of all cargo coming at the port 1s transported by road and only 4% by rail.

KTA serves not only IKenya but the region and 60% of transit cargo goes to Uganda and
when road expansion is complete they would be serving Ethiopia.

The average retail price of diesel in January was Ksh.73, by February it was Ksh. 88 and at
end of May, 1t was Ksh.110/= all this in a span of 5 months. These prices have caused
transporters to go out of business as the profit margins had significantly reduced. This 1s
because 60% of the fees charged for transporting goods goes to fuel. Yet as commodity
prices go up, transport prices have remained relatively the same thus driving 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 ﬁnanci.ng to buy transport vehicles
has been halted because the industry 1s doing badly.

Transporters were laying off turn boys to reduce wage cost. That usually a normal
transporter would have a fleet of 100 vehicles on average totaling to 100 people laid off.
Turn boys are always the first casualties, then mechanics and ultamately the drivers when
transport 1s stopped.

That dnivers make the fuel situation worse by siphoning fuel from the vehicles and sell it
on the way and then resort to dniving on free gear which results in an increase in road
acadents caused by careless dnving.

That overloading was also a big problem because the transporters are ilegally allowed to
load up to 60,000 to 100,000 tonnes while the allowed maximum is 28,000 tones and this
1s what has contributed to destruction of the roads.

That the KRA, have a good clearing system (Simba) but staff seem to sabotage the
process causing people to incur high overhead costs, e.g. demurrage which add to cost of
goods. Sumba system is an electronic way of lodging entries where there is no human and
paper 1nteraction which process should ideally take a day. But the KRA officers usually
make the process difficult. In the past 2 weeks Sumba system at the port had been down
80% of the time which had caused massive losses to transporters. That this 1s an
integrated system from Times towers which works well all along the chain and then 1t fails
at the gate of exit at the port which 1s the last level. This financial loss is passed on to
hapless ICenyans. That the system failure makes clearance of goods to be turned to
manual which facilitates clearance of contra band goods and dlegal activities like tax
evasion and brbery, etc.

That Customs and Excise Act, Cap 472, restricts the use of transit vehicles from carrying
any goods on return from delivery of cargo abroad. Transit vehicles will take the goods
and comeback empty then another truck has to be commussioned to bring in the goods
which results in wastage of fuel and unnecessary costs which are then passed on to the
consumer.

That there 1s big problem of lack of adequate storage and warehousing facilities at the
port. A matter that the KTA has met and discussed with industry stakeholders and
Minustry of Transport officials yet no action has been taken.

23



m)

That the Cost of fuel to revenue 15 52% in Kenya, while 1n South Afnca 1t1s 26%,
internatonally 1t 1s 22.25%. Direct cost 18 68%. This 1s too high compared to other
countries

The 4 major ol companies are controlling the sector and are fixing ol pnices at very high
rates on pretext of high internagonal ol pnces yet when fuel prices come down
internanonally none of them reduces their prices.

The IKTA board urged the Commuittee to follow up on the following recommendations with

gOVCIﬂantZ

a)

b)

<)

€)

That the government should nstead of building another port 1n Lamu, first of all make
the current one more efficient to attract business.

That Corruption especml]y at welghbmdges 1s 2 big thing and 1if thus could be stopped,
then roads would last a bit longer and the cost of transportaton would be manageable.
That government should build a dual carnage way between Mombasa and Malaba to
allow for faster and safer transportation of cargo and also invest in the standard gauge
railway line between the two destinations to reduce cargo from the roads.

Inefficiencies of government agencies in handhing logisucs at the port and cleanng of
goods are very costly and 1f systems wouid wulk and Lu moere offrient this would save
the consumer more than 30% on cost.

That Parbament should amend the law that requires trucks carrying transit cargo not to
carry any goods while coming back to Kenya thus resulting 1n high transport costs as
transporters have to compensate for the fuel unhzed by trucks when they are not carrying

any cargo.

3.9 Grain Bulk Handlers, Mombasa

The Commuttee met with the Grain Bulk Handlers (GBH) Limited i1n Mombasa on 3 June 2011
onth the aim of getung informaton concerning the availability of cereals 1n the country and the
cost at which the same were being irnportcd. The Commuittee was informed that;

The GBH Company only handles grains for unporters and it does not import itself and
that 1t has not handled maize 1mports 1n the last 2 yeats since the last Japanese Aud
Consignment.

That there was a predominant shortage of white maize both 1n the country and
nternationally and what they were handling then was majorly wheat.

There has been rapid urbanizaton 1n the last 10 years thus causing consumpoon rate to
skyrocket

That a big percentage of the Maize industry 15 controlled by cartels

That there 15 lack of adequate grain reserves to cushion the country against acute shortage
of the staple and essental food

That the cost of farm inputs is very expensive and not available to farmers

That there 1s need for a seed and ferubizer suppler in the country at subsidized prnces to
cushion farmers and reduce their cost of producuon.

That any senous country should have adequate strateglc reserves of both od and the
staple food

That there should be stnct management of producuon Lines and Insututions like Natonal
Cercals and Produce Board in order to ensure efficiency
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That liberalized markets should be governed by forces of demand and supply and not
price controls which have adverse effects
That Most mullers have shut down and reduced producuon due to lack of Maize

The meetng concluded as follows:

That there should be sufficient Strategic reserves which should be well managed and
resources should be allocated to beef it up 1n order to help curb grain shortages 1n the
country

That the Government should support farmers in irrigation process by protecting water
towers and water management and further to provide farm nputs at subsidized prices.
That the Government should revive the defunct National Milling Corporation (which will
help to regulate the industry and eliminate cartels as the corporation will mill relief maize
from strategic reserves for government to distribute to schools and drought stricken

areas)

3.10 Kenya Petroleum Refineries Limited.

The Committee met with the management of the Kenya Petroleum Refineries Limited on 4"‘June
2011 at the KPRL Offices in Mombasa. The object of the meeting was to establish the physical
status of the IKPRL, any measures it had commenced in order to become economically viable and
to establish whether or not the much touted inefficiencies that were contributing to the high cost
of petroleum products existed. The Committee was informed as follows:

a)

b)
<)

d)

That KPRL 15 a state corporation licensed by the ERC under the Energy Act and has 300
permanent and Pensionable staff.
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.
That Crude o1l 1s imported through the open tender system (OTS) which is managed by
the Ministry of Energy.
That difficulties experienced in the refinery’s Utilities include;
1. Power-reliance on national gnd which has frequent power blackouts/power failure.
u. Water supplies disruption
w.  Large number of power upsets annually resulting in interruptions in product supply
in the market especially petrol and damage to equipment
That the refinery has a Limited sulphur removal capability for diesel and therefore diesel
from the KPRL does not meet low sulphur specifications in line with international
standards.
That Essar Ltd, the strategic partner has honored its obligations by putting in USD
3Milion which is 50% of the amount required for modernization.
That Politics 1s affecting the refurbishment and development of the refinery
That the Government needs to be involved in the refinery’s improvement and to put

resources 1n 1ts refurbishment and modernization.

The following Interventions measures were identified,;

a)

That there 1s need for changes in the commercial arrangement between IKPRI and oil
markcting companies and that there are proposals for KPRL. to import its own crude oil
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for refining and further that there 1s need for market protecuon to make KKPRL reman
afloat
b) That Investments should be made to improve KPRIL performance in the medium term
by,
o DBulding a 92 mw capuve power plant. Estimated to cost USD1 3mallion
o Civi) works and Commissioning of fuel tanks should be done 1n December 2011.
o Compleung and Commussioning a Desalination plant expected 1n mud 2012 which
has a capaaty of 1500 tons/day. Estimated to cost USD 1 mullion.
o Detaled feasibiity study of the refinery modernizaton project should be
completed and commissioning 1s expected 1n mud 2015.

¢) Thereis need for a jetty design that would facilitate simultaneous berthing of two tankers
and a high tech hydrocarbon jetty - Suitable to handle Crude O, Products including LPG
(Iiquefied Petroleurn Gas), inland depots, pipelines and strategic reserves.
d) Government to develop alternauve sources of energy from Bio-fuels, wind and Solar

3.11 Kenya Pipeline Company

The Commuttee met with the Regional manager of KKenya Pipeline Corporation on 4 June 2U11
at the Iapevu O1l Storage Facility (IKOSF). The objective of the tour was to establish the status of
the pipeline, the efficiency of the same and the challenges the pipeline was facing. The
Commuttee established the following from the KPC management;

«  That KPC was wncorporated 1n 1973 under Companies Act cap 486 laws of KKenya and it
1s 100% government owned.

«  That the facility has a total Storage capacity of 612,233,000 litres and is not sufficient to
service the fuel requurement of the local and foreign market.

e That the facility can transfer 10,000,000 litres per day and it recetves products from Kenya
Petroleum Refinenes Ltd (which produces regular petrol) and KOSFK;

e  That there 1s an Ullage commuttee chaired by the Minustry of Energy whose membership
comprises all O1l Companies which have the responmbiliry of allocating Ullage according
to throughput.

«  That Clearance of products at KOSF is done by Kenya Revenue Authority or by 2
financier.

+  Kenol Kobil and other major O1 Companies are not adherning to transpoft and Ullage
agreements reached in theur own Ullage Committees

o That Pnce regulauon is not good for 1t causes market distortions. The solunon to the
nsing cost of iving would be to level the playing field and let market forces determine the
price of the products.

e  That KPC should have a common loading facility 1n Mombasa and Nairobi

« There 1s need to fast track installation of custody transfer meters at all the OMC’s depots
in Natrobs

Upon interrogaung the KPC Coast regional Manager and the Depot Manager, the Commuttee
made the following observauons,

e 'lT'hat poor planning 1s a major problem 1n KPC

e There is no synchrony between Open Tender System and Ullage allocanon
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3.13 Government Ministries

The Committee met with the Permanent Secretaries; (Permanent Secretary, Office of The
President, PS-Office of the Prime Minister, Ps-Minstry of Planning, Ps-Ministry of Agriculture,
and PS-Ministry of Public Service) in Committee Room 7, Main Parliament Buildings on 17th
June 2011. The object of the meeting was first of all to share the Preliminary report of the
Commuittee 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
living and the institutional inefficiencies and lack of synergy among government institutions and
what could be done to address these issues.

Specifically, the committee sought to know the following:

a)

b)

h)

Existence of any Government policies to deal with the rising cost of living and
particularly the runaway inflation.

Why there 1s lack of coherence between different arms of Government, for example
between research arms of government and policy making and implementing organs citing
lack of coordinaton between Kenya Agricultural Research Institute (KARI), Kenya Seed
and the NCPB all under the Ministry of Agnculture and establishment of oil price
regulation by ERC without consultations with the CBK, KIPPRA or KRA.

The amount of money spent in running the Government particularly the cost of running
the large Government and whether the size of the coalition government had a significant
impact on the cost of living.

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

What measures the Government was taking to establish a strategic grain reserve and a
strategic ol reserve to cushion the country in times of limited supples.

Whether the Government could consider taking austerity measures in its expenditure by
for example ensuring that all government officers travel using economy class and not
business class as was the norm which would result in some savings.

The measures the Government was taking to exploit alternative energy sources like bio
fuels, wind, solar and geothermal energy.

Any measures the government was taking to increase acreage of land under irrigation 1in
order to ensure food security. The Committee was concerned that the Government was
allocating more funds for importation of maize and food instead of focusing on ensuring
that the country is self sustainable in food production by investing in new farming
technologies and irrigation agriculture.

That the Kazi Kwa Vijana (KKV) program was not ytelding 1ts intended results and yet
more money had been allocated to the program 1n the current budget. That the
Government was misapplying 1ts resources by giving University graduates jobs of digging
trenches which would not add value to their 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 Minister for
Agriculture and the Prime Minister saymng there was enough maize in the country and that
mullers could be hoarding it, while the management of the NCPB claimed there was an
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acute shortage of maize 1n the country The Commuttee wanted to know whether the
Government had knowledge of the real situapon.

k) What role the Muustry of planning, Nauonal Development and Vision 2030 was playing
especially on food secunty and how the work of the Ministry was feeding into the wotk of
other minstres for example, the Minstries of Speaal Programmes, Water and
Agnculture.

) How viable 1t 15 for the Government to retain the Kenya Petroleum Refineries Limuted
(KPRL) yet the Refinery was contnbuting to the hugh cost of fuel in the country.

m) Whether the Treasury was aware that the KRA Sumba system which 1s meant to ensure
efficiency i cleanng of cargo at the Port of Mombasa 1s down most of the ume and
especially during weekends and whether this 1s an act of sabotage by KRA workers 1n
order to facilitate corrupt practices.

n) Whether it was sull possible for the youth to get jobs 1n Government and whether the
Government had any policies or structured system of prowviding internships and
attachments for the new graduates.

o) The role of the grain in the Strategic Gran Reserve and if 1t was meant for the poor and
vulnerable, why the Government was not distnbuting 1t to this populaton to ease theur

Y o QPR
suffenng.

p) Why the sizes of most Government deleganons especially those accompanying the
President, Pnime Minister and Vice President are large and what actions the Government
can take to cut down the size of these deleganons in order to reduce costs of foreign
travel.

Q) Whether the Government has taken any measures to provide for those people 1n Kenya
living below the poverty line including the urban poor.

r) The reasons for the rising levels of foreign debt

) The high level of corruption n government which results 1n wastage of resources and
high cost of living.

t)  Whether the Government could consider canceling the debt owed by Kenya Farmers
Association to the Natonal Bank of Kenya in order to faciitate revival of KFA.

u) Whether the Government could consider reviving the National Miling Corporation 1in
order to stabilize the cost of flour.

v) The Measures being undertaken by the Government to elumiate cartels in the major
sectors of the economy resulting 1n collusions 10 price setung hence high cost of basic
commodines.

w) The cnsis 1n boarding schools as 2 result of the high cost of food and fuel where most
schools budgeted when maize was Ksh.1, 800 yet the prices In May and June were almost
triple (Ksh. 4.000) which would lead schools to close early while others would seek to
ncrease fees for thud term. The Commuttee requested the Government to direct the
NCPB to open its stores for boarding schools to buy maize from 1t at a price of Kshs.
1,800 or the Government to sell the maize that 1s expected as a grant from Brazil to the
schools at the above price 1n order to cushion the schools from the high cost of living.

The Permanent Secretaries who attended the meetung rcsponded as follows

i) Ambassador Francis Muthaura (Head of Public Service and Secretary to Cabinet)

The Head of Public Service tabled a report detailing the 1mpact of the cost of runnng the
coalition government on the nising cost of hving and cxp]amcd as follows
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That the cost of running the coaliton government does not have any effect on the rismg cost
of living as the total number of employees 1n the civil service had not changed, only the
number of Ministers and Assistant Ministers had mcreased. He however stated that the wage

cost had been improved to try and match that paid 1n the private sector in order to retain the
best brains. That from January to October 2010, the inflation rate had been as low as 3%

even with the coaliton Government in existence.

That the avil service had been reduced from 2002 when the NARC Government came to
power and so the Government is much smaller apart from the top e.g. Permanent Secretaries,
Minssters and Assistant Ministers and that increase in ministries had not led to increase in the

civil servants as a majority were just re-deployed.

. That the country recewved erratic rainfall in the last season resulting 1n poor harvests

contributing to the shortage of maize.

. That the nsing inflatton was a global phenomenon affecring most countries of the world and
not just Kenya which he illustrated with a table from the IMF Database online.

. That the Government had a shortfall in the civil service specifically in the police force, nurses
and teachers, which had arisen 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 entry into the public service is through a
competitive recruitment process by the Public Service Commission and age hmit was not a
factor for most of the jobs and that young people were now being recruited for senior
management jobs so long as they were successful in the interview.

. That the Government was focusing on sectors that would grow the economy and hence
create jobs and a key Government strategy since 2003 has been on building infrastructure
(roads, electricity, water, etc) to spur growth. That in 2002 before the NARC government
came to power, only Kshs. 18 billion was spent on development of infrastructure but today,

I<shs. 221 billion 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 improve ICT. The Government would
also establish economic zones in Lamu, Kisumu and Mombasa to create up to 100,000 jobs.

. That there 1s rural electrification going on whose target 1s to have power 1n all rural market
areas and hence transform these centers into economic zones and thus spur rural

industnalization.

10. That there 1s a program of distributing 100,000 bags of maize and 30,000 bags of rice to the
hungry 1n the country and the president had directed that this quantity be doubled 1n the

hunger stricken areas. This was being undertaken under food rebief system.
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11 That the Government was keen on eradicating corrupton and that the war on corrupuon had
been boosted by the enactment of the new consutuuon which had seen inimation of

insututonal reforms among them jucical reforms and police reforms.

14

That Public service reforms would make the Government transparent and accountable 1n
the use of pubhc resources €.g. through e-government and performance contracung

That the Government would not parucipate in importaton of maize because the last ume
it did so, there arose numerous concerns about corrupt pracuces ui the distribution of the

1mportcd mailze.

That the NCPB 15 allowed currently to distunbute maize to schools especially 1n the famune
hut areas under the food rebef program.

The following officers who were 1n the company of the Head of Public Service and Secretary to
the Cabinet had thus to say’

1)

iii)

Prof. Michacl Chege (Advisot, Ministry of Planning, National Development &
Vision 2030)

That the Government had put 10 place plans especially under the Vision 2030 flagship
projects which 1if melemented according to the plan, would ease the challenge of
unemployment 1n the long run.

That in order to cushion poor Kenyans, the elderly and the vulnerable, the Government
had 1n the financial year 2011/2012, set aside Kshs.1billion for cash transfers to be
implemented by the Minustry of Gender and Social Services and the Munustry of Special

Programmes.

Prof. Gideon Misoi (National Cereals and Produce Board)

That as at that date of June, there were about 3 million bags of maize 1n NCPB stores as
the Government had released about 200,000 bags for famine relief since May when the
Commuttee visited its stores in Eldoret.

That the Strategic Grain Reserve could not sustain the shortage of maize as the maize 1n
the stores could only be used by Government for relief purposes. That however mullers
had been allowed to import at 2eto rate.

That there was apprommately 5000 metnc tons of maize imported by mullers which had
arrived at the port of Mombasa from Malaw1 but had failed the Kenyan standard of
coloration thus could not be allowed into the market. The maize had a colour level of 4
yet the required level was 1. That government was still analyzing the maize for any
infecdon or tmpuriaes before making a final decision on what to do with 1t

That the NCPB did not have any commercial stocks of maize to sell to schools but that
some schools fell under the Government school feeding program.

That there was a consignment of 300,000 bags of maize expected as a grant from Japan
which 1s normally sold commercially to the public to recover the FoB cost The
Committee strongly recommended that this maize be sold to boarding schools at a
subsidized price 1n order to cushion them from the hugh cost of food which the Head of

Public Service agrced to
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iv) Dr. Edward Sambili (PS, Ministry of Plannin , Natonal Development and Vision
) ry g p

1.

2030)
He explained that the runaway inflaton 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 international market. That the cost of food commodities had shot up
after the 2008 post election violence where a lot of food crops were destroyed in farms
and farmers displaced from their farms.

That in 2009-2010 there was good rainfall, plenty of food and inflation was low and fuel
cost was also low, then in October 2010 after the world economies started to pick up
after the recession of 2009, fuel and food commodity prices started to increase hence the
nsing infladon. This is compounded by the fact that in Kenya, 36% of the total

household expenditure 1s on food.

Dr. Romano Kiome (PS Ministry of Agriculture)

The PS tabled a presentation on the causes of the shortage and high cost of maize and
food commodities in the country. He explained that this year(2011), we had the lowest
amount of grain stocks in the country 1n 30 years which was caused by among other
reasons, the high demand of bio fuel in South America leading to competition with food.

That grain stocks were betng used globally by the big multinationals for speculation
purposes thus the shortage and high prices of the same.

That this was the first ime in the history of the country that i1t was more expensive to
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 in the short term.
He emphasized the need for the country to move from rainfall dependence, to irrigation
agriculture stating that the Government had allocated Ksh. 10 billion for rrngaton
purposes for the year 2011/2012 in order to ensure the country 1s 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 quantity of maize had established that
in May, the National Stock had been 13 million bags of maize yet in June, there were
allegations of very little maize stock.

That the Government had considered the need to increase supply of maize in the market
through imports and had zero rated maize imports to allow prvate sector to umport the
same at an affordable rate.

That there was effort towards reviving KFA but that it was the duty of Treasury to
consider waitving or writing off the debt owed by KFA to National Bank of Kenya.

On the 1ssue of revival of the National Milling Corporation, the PS sated that the country
has adequate milling capacity in private sector and that the Government did not want to
compete with private sector in the milling business.

That the Government would continue to focus on subsidy of farm inputs but would try
to avail the same promptly so as to reduce the cost of production.

That Extension services had been affected as there was no recruitment between 1999 and
2004 but from 2006, the Government had been recruiing 800 Extension Officers per
year and now the number had nisen to about 7000 officers. That further, a new National
Agncultural Sector Extension Policy had been developed that would ensure extension

services are effectively delivered.

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

31



v

~

That the Kazi Kwa vijana program was not intended to provide permanent employment
but to engage the youth in producuve acuvities and also enable them earn some money to
deal with the harsh economic nmes. That the program had bceen substututed with the
much meroved Kenya Youth Empowerment program which was being done 1in
parmershjp between the government and the private sector

That the Government could not provide employment to all the unemployed 1n Kenya
thus the need to support private sector to create jobs for the youth which the
Government had embarked on by invesung in infrastructure development.

That the Prme Minster had established an Inter-muustenial Commuttee to look mnto the
maize shortage and propose short term solutons and the Commuttee was scheduled to
mect the following week and he extended an nvitanon to the Select Commuittee 0 join

the mectung and help come up with solutions

Mr. Joseph Kinyua (PS, Treasury)

That the Government was commutted to reviving I<enya Farmers Associauon (KFA) n
order to reach as many farmers as p0551ble with farm subsidies so as to reduce the cost of
producuon

That the Ministry was 2aware of possible interference with the Simba system by KRA staff
and was seeking for permanent solunons to the 1ssuc 1N order to cnsure continued
efficiency at the port of Mombasa.

That the wage bull has increased but not necessanly because of the coaliion government
but because of improvement of the terms of service of avil servants 1O make them
competiive. That the wage bill relanve to GDP remained at between 7 to 8%o.

That the proposal to reduce taxes on commodities hike fuel were not the best incenuve of
bringing down the prices of the commodities as tax breaks only work 1n a system of strict
price controls. That the government was focusing on putung 1o place safety nets rather
than tax breaks to cushion poor KKenyans.

On the viabihty of running the KPRL, the PS stated that discussions were ongoing
between the Ministry of Energy and the Strategic partner ESSAR to establish 1f it should
restructure KPRL or convert it 1nto a purchasmg/merchant refinery only.

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

1.

On the huge sums spent on foreign delegatons, the PS intumated that Parliament was
contributing to the high expenditure on foreign travel as the Parliamentary Service
Commussion PSC) had 1n Apnl, 2011 sent 2 circular to the PSs indicating an Increase n
the rates of foreign travel allowances for MPs which had led to Ministers demanding to
be paid the same ncreased rate when on assignment abroad. He requested that the yet to
be established Salanes and Remuneration Commission review these allowances with 2
view to harmonizing 1t for all public servants.

That the Public Service Commussion was an [iqual Opportunity Employer and did not
discriminate against anyone including based on the age factor except the requirements of
the Schemes of Service that one have worked for about three years 1n order to be
promotcd

On whether the Government could offer mlemshlps/sttachments 1o gmdualCS 1o enable
them gain job experience, the PS stated that there was an administrauve arrangement
withm rumstnes for students 1N UNIVCISIDES and colleges to undertake attachments 1n
government but that there was no structured system for the same and the Government
was now developing an Internship Pohey which would structure the program
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1x) Mr. Samuel Mwale (Principle Administrative Secretary, Office of the President)
That the Government was now concentrating on establishment of industries and
providing incenuaves to private sector to set up industries in order to create employment
and also realize Vision 2030. This would begin with Value adding companies in the
agncultural sector to energy industries for example coal exploration.

3.14 Pamoja Trust

The Chairman of Pamoja Trust explained that Pamoja Trust 1s a local Non Governmental
Organization (NGO) whose main objective is to mobilize the urban poor (low mncome people) to
be able to access basic services. They pive capacity to these urban poor and enable them have

decent shelter and access to clean water.

The Pamoja Trust has a federaton of slum dwellers called Muungano wa Wanavyyr which was
started 1n 1996 as a network of slums in Nairobi and Athi River. Muungano represents over
100,000 members spanning over 300 informal settlements across Kenya. The movement
champions for acquisition of secure tenure for residents of informal settlements, while at the
same ume, agitating for provision of better services and amenities within the settlements.
Muungano organizes its members through a process of daily savings which has so far enabled
communities 1In Huruma to initate house-upgrading schemes that has benefitted over 250

residents among other projects.

The Chairman stated that in view of the escalating cost of living, and given that the last few
months have seen a dramatic increase in the cost of food items such as maize flour, vegetables
and other commodities such as diesel and kerosene, the urban poor have been most affected,
parucularly by inflatonary forces even as the income per household continues to drop.

The Group requested the Committee to consider visiting some of their projects in Kosovo and
Huruma before its tenure ends. They finally proposed the following measures as a probable

solution to the nising cost of living:
a) That the Government should mainstream urban agriculture as a viable option for food
secunty. This will serve the purpose of supplementing diets and reducing the amount of

money spent on buying food from the markets.
b) The Government should urgently review the Building Code to allow building of houses

using low cost materials.
) The Government should provide better services and amenities in the slum areas.

3.15 Kenya Institute for Public Policy Research and Analysis (KIPPRA)

The Committee met with top management of IKIPPRA on 21" July 2011 with a view to gettng
thewr professional opinion of the mixture of issues that could be the major contributors to the

rnsing cost of living.

The Director of KIPPRA focused his presentation on the djsadvamages and challenges of

introducing price controls in the economy by stating as follows:
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a) That pnce controls are extremely difficult to enforce and would mvolve 3 lot of

admunustrative costs by government hence turn out to be more expensive

b) That regulators of most sectors do not always have perfect market informagon to know
at which point to cap prices of commodites

¢) That the best thing for the economy and even the poor people would be to allow the
market to determune the prce of commodities and that the Government could cushion
the poor by developing short term measures which are targeted to assist the poor like the
meal voucher system but for accountability, the targeted populaton should be montored.

dy That n the long term, the government should address 1ssues affecung supphes constraints

e) In the encrgy sector, the Government should increase the capacty of Nagonal Ol
Corporauon of Kenya (NOCK) to enable it be able to stabilize the market and ensure
that the performance contract of NOCK has a social aspect 1n it This 1s because even the
price capping of petroleum products has not helped bring down pnces.

f) That pnce of commodites n Kenya 15 largely influenced by global prices which have
been rising faster than the Per capita mncome of the Kenyans The Government should
therefore ensure that the per capita mncome increases to be able to be at par with nise in
costs of the essential commodites.

gy Toi the hugh prices o supat, Maizd and wheat, the explanagon s that producton 1s much
lower than the demand and that the pnces of these commodities have been INLICaniiy
aince the year 2007 The government has been brndging ths demand gap by 1mports
which lead to increased inflanon.

h) That the market structure of essential goods like sugat and maize flour 1s also skewed 1n
that afew companies control a large percentage of the market for example Mumias Sugar
controls over 45% of the sugar supply 1n Kenya while maize flour market s controlled
largely by three companies’ hence increasing likelthood of cartels and price fixing

) That another reason for the high consumer prces 13 the high cost of producuon caused
by use of outdated technology, inefficient practices and expensive 1nputs which the
producers pass onto the consumer.

) That Kenyans heavily rely on maize for food and yet maizc producuon is heavily rchiant
on ran which has been erratic this year. Lack of storage facibtics also leads to farmers
selling their grains ymmediately after harvestng at lower prices.

k) Compention for land has seen a decrease in the size of arable land and farmers arc
increasingly subdividing their land for other purposes thus reducing producuvity and
reduced supply.

1) Other countues which IKenya competes with provide agncultural subsidies to their
farmers thus reducing their cost of production hence the prces of their commodiges 18
cheaper than that of Kenyan produce.

m) There 1s increased populauon hence increased consumpuon but there has not been

ncrease in producnon.
Price controls
The Director of IKIPPRA then turned his focus on price controls explamning that they have both
mernits and dements but that the dements outweigh the merits thus they strongly advised against

the country remntroducing price controls The ments and dements are discussed below

Merits of Price Controls
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a) They ensure poliical stability- For example there will be no food related nots
b) If properly implemented, they protect consumers from exploitanon by monopolists.

Demerits
a) Pnce controls distort market forces of demand and supply.
b) Itisa ground for corruption.
¢) It brings about increased administration costs.
d) Price controls lead to producers leaving the controlled sectors thus reduction in supply.

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

went down to competitive levels.
Short-Term Policy Interventions

KIPPRA proposed the following as measures the government should develop and implement in
the short term to cushion the most vulnerable sections of the population:
a) The Government should implement targeted social benefits e.g. meal vouchers and cash

transfers.
b) The Government should provide emergency food aid in crisis situations.
¢) 'The Government should reduce tariffs and other taxes on essential commodities.

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

e) The Government should implement the Competiion Act and establish a strong and
independent Compettion Authority to eliminate cartels and ensure competton 1s
sustained 1n the essential goods market. The occupiers of the office should be people of

high integrity and recruited through a transparent and competitive process.
f)  The Government should increase its buffer stock of essentials which can be used in times

of shortage.
Long term measures

a) The relevant ministres should take measures to increase production. For example
develop measures to increase acreage under ungaton like Malaw1 has done in the maize

sector and provide extension services to farmers.
b) Introduce measures to reduce production costs. These could include input subsidies and

mechanization.
c) lInvest in continuous research to develop superior seeds and ensure coherence in

ministries to benefit from each other’s work and to reduce wastage and duplication.

3.16 Electricity Producers

The Commuittee met with top management of the electnicity companies from KENGEN,
Geothermal Development Corporation (GDC), Kenya Power (KPLC) on 2™ August, 2011 1n

Committee room 7, Main Parliament Buildings. This was on the backdrop of an announcement
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by the Kenya Power that 1t would commence power ratomng due to the low water quanuty in
the Masinga dam, the main source of hydro-electric power. The cost of power had also

skyrocketed impacting on the cost of products and the committee wanted to establish the reasons
for thus.

The Managing Director of KENGEN made a presentaion thhhghtjng the following:
He gave a presentation which KENGEN had )oint]y prcparcd with Kenya Power hjghligh[mg
the following:

) That the total nstalled capacity of electniaity in the counuy 1S very small at 1,611 MW only,
compared to a country Like South Africa with a capacity of 4,500 MW

) That 48% (781 MW) of Kenya’s installed capacity 1s hydro gencrated power

w) That Masinga 1s the single biggest reservoir for hydro energy generaton but since 2007 when
)t was last full, the rains had not been good thus the need for the current power ragonung

w) That as at the month of August, 2011, the country had resorted to generating most of the
clectnaty from Thermal power which was very expensive considering that fuel costs had
5o nisen thus the igh cost of power.

v) That another factor resulting in the high cost of power was the Forex cust comphcated by
the fall of the Kenya shilling against major currencles Lke the US dollar and the Japanese
yen as the electricity generating companies had huge debts owed to Japan and Amenca, 2
cost that eventually was passed to the consumer.

vi) That the highest contnbutor of the high cost of electncity per unit was the cost of fuel
accounting for 46% of the cost per unit followed by the Energy cost accounting for 38% of
the cost.

The Managing Director explained that the electricity companies werc doing the following to
reduce the cost of electricity both 1n the short term and long term:

1) That the country had 1n 2005 made dehiberate efforts to expand geothermal power
producton 2s it was a cheaper source of electnaty and Kenya had huge potentil for the
same. He however emphasized that the upfront costs of producuon of geothermal power ate

very high partcularly cost of drilling but they were trying to reduce the drilling costs by using
Kenyans who drilled at almost half the price charged by foreigners. He stated that the GDC
had completed the first well in Menengat and that they were about to sign a contract for 200
MW at Olkana.

) That the power companies would diversify their products since a huge pexcentage of the by
product of power generation is water which s clean and can be utilized for other meanngful
purposes like irrigation and livestock development

w) That Geothermal power production was a long term project and could not be used to reduce
the cost of power at the moment

The Members requested the power companies 1o explain the followng:
) What short term measures could be cffected to ease the burden of the hugh cost of power on

the common person
) What arrangements KPL.C had with lndcpcndem Power Producers and whether this was

contribuung to the high cost of electricity
w) Why 1t takes so long for GDC to doll wells
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Vi)

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

polcies on energy
Whether Sondu Miru and Turkwell projects contnbute anything to the natonal gnd and

whether the two projects are economucally viable

Why GDC was duplicating the work of KENGEN 1 development of geothermal power

and whether this was contributing to the high cost of electricity
Who 1n the energy sector was benefiung from the carbon credits and whether they were

passing the benefits of these credits to the Kenyans

viu) Why the people of Turkana who live around the Turkwell Gorge were not receiving

1x)

Vi)

electncity from the resource
Whether there were any deliberate measures by the Government to invest 1n alternative

sources of energy like wind and solar like developmg and implementing policies which
require that any new buildings have solar panels.

Electric power stakeholders responded as follows:

That as a short term measure to cut down on the cost of electriaty, the Government was
optunizing on capacity of the power plants to get more MWs from each power plant and
benefit from economies of scale.

That some of the Independent Power Producers include Tsavo Power, IBEA Afrnca,
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
preventng exploitation.

That the Turkwel and Sondu Minu projects were economucally viable with Turkwell having
two units that were established in 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 during the rainy season as it 1s a run of the nver and

not dammed.
That KENGEN has a budget for irngation this year in Turkana down the nver Turkwel

which would ensure food security in the area.

That the GDC was established in 2009 as an off shoot of KENGEN and focused purely on
geothermal development which is a cheaper source of power but 1ts benefits would be felt in
the long run and it was not contributing to the high cost of power. That the GDC was
complementing the work of KENGEN as 1t was now digging the wells to produce the steam
while KENGEN puts up the power plants.

That GDC’s plan is to have 250 MW of electricity online each year upto the year 2030 thus
increasing the installed capacity by 17000 MW more than the 15,000 MW envisaged 1n
Vision 2030.

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

The management of KPLC conceded that the quality of power 1t distnibuted was not the
best as there were frequent interruptions and power outages but that 1t was putung 1n place

measures to improve the qualty.
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3.17 Ministrics of Medical Services and Public Health and Sanitation

The Commuttee met with the Minustnes of Medical Services and Public Health and Sanitation on
10" August 2011 1n the Parhament Buildings, Nairobi The Commuttee had after attending pubhc
hearings 1n various parts of the country received informaton that health care 10 Kenya was
expenstve and beyond the reach of many Kenyans. The Commuttee therefore sought information

regarding the following:

1) Why cost of accessing treatment 1n many government hospitals 1s high and beyond the reach
of many Kenyans

)  Avalability of enough ambulances 1n key centres 1n the country for emergency transfer of
patients

w)  Avalability of adequate equipment 1n the government hospitals to reduce the burden of the
cost of travel to the main referral hospitals by pauents seeking medical care.

iv)  Availabihty of qualified medical personnel in all parts of the country

v)  The status and viabibty of the Social Health Insurance Fund Scheme as a mechamsm of

making medical care accessible to all Kenyans

The reacons for the lack of essenual edicings in government hospitals

vi) Why Reproductive Health issues especially Famuly Plannung had been abandoned by thic
Government to the Development partners only.

vui) Why the Minstry allowed medical personnel employed by the Government to establish and
run prvate practice near the Government hospitals thus encouraging them to ignore the
Govemment work and in some Cases dwvert facthues from the government to their chnics
and pharmaaes.

1x)  Why 1t had taken the Government very long to implement the National Social Insurance
Scheme yet 1t looked like a solution to most of the problems 1n the health sector and what
difference the new health scheme had with the Bill that had been introduced earher by Hon.
Chanty Ngilu when she was Minister for Health.

x)  What actions the Government was taking to improve governance at the NHIF as
management of funds by the NHIF trustees was one of the fears Kenyans had with it
managing a larger medical scheme.

x) Why a number of insurance comparues were opposed to development and implementation
of the social health insurance scheme.

The Minister for Medical Services made a presentation prepared jountly with the Ministry of
Public Health explaining as follows:

He explaned that the health sector in Kenya 1s faced with numerous challenges which
contrbuted to the high cost of medical care some of which are listed below:

a) Infant mortality
«  That infant mortality in Kenya was stull high in some areas and there were plans to ensure
hospitals engage with and incorporate Tradinonal Birth Attendants 1n thewr facilities so
that they use the hospital facilines during debvenes to enable doctors to assist dunng

emergencics and hence reduce maternal mortahties

b) Health Financing
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d)

That the Ministry was underfunded by the Treasury as the Abuja declaration requres that
a munumum of 15% of the nanonal budget be channeled to the health sector as compared
to the current state where only 7% was channeled to the health sector

That as a result of the underfunding, diagnostic faciiies and equipment are not adequate
in government hospitals resulting 1n diagnosis of ilnesses being undertaken late hence

mcreased cost of treatment.

That though the Government had introduced cost sharing in 1ts hospitals, the costs are
sall high due to in-hosprtal costs hke laboratory, x-ray etc.

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

implementing 1t.

Remuneration of health workers and distribution in the country

That the salanes and wages of government medical personnel were not as compentve as
that paid by the private sector hence lack of moutvation to do government work and the
bramn drain by dissansfied personnel to other countries bke Botswana, the US and Europe.
The low wages are largely due to the fact that the Permanent Salanies Review Board was
insensitive to the needs of the medical personnel especially those who are transferred to
work outside Nairobi and have their house allowances reduced by over Kshs. 10,000 yet
some usually have undertaken some commtments

Infrastructure development

There are inadequate faciliies in hospitals and even those that have been upgraded have
not been equipped with the requisite faciities to go with 1t. This makes many Kenyans
seelung treatment to travel long distances to the few hospitals in the country which are

well equipped 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 like cancer, diabetes and heart diseases which
were now accounting for over 50% of the deaths 1n the country at the moment.

That as at the month of July, 50% of the bed capacity in hospitals was occupied by patents
with non-communicable diseases which take longer to heal and requue much more
resources to diagnose and treat. There was therefore need for massive mvestment in the
non communicable diseases especially in diagnostuc and treatment equpment and i

preventive care.

Proposed Solutions

The following were proposed by the Minister as solutions the Ministries were working on to

address some of the above 1ssues:
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a) That the Minustry of Medical Services had prepared a cabinet memo detalling urgent measures
that are requured to 1mprove quality of health care and would soon table 1t 1n cabinet for
adopuon These measures include improving the remuneraion of medical personnel.

b) That the Ministries had proposed establishment of a National Ambulatory and Emergency
Services which would be implemented 1n partnership with the IKKenya Red Cross, 2 facility that
would ensure every health facility in the country has access to an ambulance.

¢) That the Mimstry of Public Health had developed and rolled out on a pilot basis a Health
Voucher system for the underpnvileged beginmung with Kilifi County.

d) That the Government was concentrating on capitalization of KEMSA to cnhance efficiency 1n
the supply of drugs.

e¢) That the Government had decided to employ non medics with management skills to head
medical institubons beginming with Kenyatta National Hospital so as to allow doctors to
concentrate on their core dutes and 1t was proposing to work with insttutions of higher
learning to develop training programs for hospital management.

From the discussions that arose between the Commuttee and the Mirustry officials, the following

emcrged:

a) That there was pool communication o the pubbe by the Mipgarry an what measures the
Government was undertaking to ease the burden of the hugh cost of medical care.

b) That there was need for close collaboration between MPs and the Miustres especially in the
establishment of hospltals/medlcal faciines using Constituency Development Funds

¢) That the Parliamentary budget Commuttee had in the budget for 2011/2012 made some
allocations to the Health sector for recruitment of medical personnel and for purchase of

cancer machines and sunscreens for people with albimism.

The Minuster for Medical Services concluded by stating the following:

a) Recommended that Social Health Insurance was the most viable solution to making medical
care accessible to all Kenyans and the Committee should lobby for 1ts introducton.

b) Patiament could demand that the budget of the health sector be doubled, a factor that could
raise the budget to 12% which would aid 1n employment of additional medical personnel and
in purchase of equipment and therefore assist the Government to meet the requirements of
the Abuja declaration where 15% of the budget should be set aside for health services,

¢) That since, Reproducuve Health was now a Constitutional nght, the Government would
ncrease its investment in the systems and programs for Reproductive Health.

d) That there was need for comprehensive development plans as MPs develop hospitals using
CDF so that the Mimustry and the MPs can know in advance who will provide what services
or facilities.

¢) That the Government Medical faciliies had stopped waiving fees for bodies that the owners
could not pay mortuary fees and for the sick who could not afford hospital fees because the
Treasury had stopped reumbursing the hospitals the money warved.

f) That an actuarial study undertaken by Alexander Forbes on the state of NFHIF had indicated
that the NHIF was the only insurer with the infrastructure to implement the socal health
nsurance countrywide and that it had undertaken major reforms which had enabled 1t be the
most efficient insurer 1n reumbursing service providers. That 1t would take a person to
contribute only Kshs. 12,000 annually to NHIF to get comprchensive insurance as compated
(0 2 mmmmum of IKsh 87,000 by private insurance companies hence viability of the scheme
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3.18 The United States Embassy Officials, in Nairobi

On 8™

September 2011 1n County Hall Parlilament buildings, the Commuttee met a delegation

from the US Embassy in Nairobr. The objective of the meetng was to establish how the Uruted
States Government had implemented the foUowmg 1ssues which the Commuttee 1ntended to

recommend for Kenya in their report:

a)

Strateglc Oud Reserves

b) Social Welfare program for the poor

<)

Disaster Risk management

d) How to deal with cartels that may exist 1n provision of essential commodities

€)

Guaranteed Mimimum Returns for farmers.

The Commuttee wanted to understand whether the Umited States of America had legislatons
effecting some of these proposals or if 1t was just by an Executive order or a matter of policy to

establish 1f the same could be replicated here.

The Committee was interested 1n understandmg the foUowmg 1ssues from the officials from the

US embassy:

a) How the USA deals with overlapping mandates across ministries or departments e.g.
Ministry of Special Programmes, And Lands, Internal Secunty and Agriculture.

b) How the USA manages nisks to reduce the number of casualues duning disasters.

c) How the USA deals with cartels 1n the essental goods and major sectors of the economy
and especially cartels, who are among the elite and linked to the polincal class.

d) How the US government has implemented Econormuc stimulus programs to spur the
economy.

e) How the US government had established its strategic oll reserve and the manner in which
1t 1s managed

f) The manner 1n which the US government assists its farmers to ensure the country 1s food

secure

Response by the US Embassy Officials

i)
a)

b)

d)

Strategic Oil Reserves

The strategic oil reserves in the USA was established 1n 1975 and anchored in the Energy
Policy and Conservation Act (EPCA) with the aim of countering severe od supply
interruptions which arose after the 1973/4 fuel embargo.

That currently, the USA held the world’s largest emergency supply of crude petroleum
and fuel facihities in five different locations including 1n the Gulf of Mexico underground
salt dams beneath the surface of the earth where petroleum s stored under careful
conditions and the pressure of the earth makes 1t leak-free and the natural temperature
gradient.

That these reserves provide a 34 day fuel supply to the US dunng emergency 1n case of
severe disruptions of supply in the world market. The reserves are however not used to
muugate the fuel prices.

That the Kenya Government could deal with the challenges in the ol sector by reviewing
the entiure supply chain of petroleum products It needs to do an analysis of the energy
sector from the tendering for bulk umports to the price at pump 1n order to identufy where
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b)

d)

iii)

b)

d)

the constraints might be e.g. the single pipeline from Mombasa to Natrobs which 1s a
constraint and hmuts capacity especially when itis closed for repaus and maintenance

To study the enure supply chain to idennfy the vulnerabilities and places where the
highest cost1s being added to the fuel so as to address the same.

Social Welfare Program to cater for the poor and most vulnerable

On socal welfare program, the Minustry of Gender has signed an MOU with OXFAM
and JICA that was working well. Government should idenafy vulnerable urban
mpovenshed people who cannot manage to put a meal on the table and offer cash
transfers which are more humane than food aid rations so that the famibes can decide
how to budget for their needs as research had shown that the cash transfers are used for
food and health care and hardly ever for luxury.

That the Government could also consider introducing a feeding program for lactaung
mothers and infants for nutnitonal supplements.

Government can also establish food stamps under income based mecharusms. These are
n form of vouchers which can be presented 1n grocery stores and other shops 1n

- - I ’
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In Ethiopia there 15 a safety net program targeting 8 million vulnerable rural poor with
monthly cash and food transfers. This 1s 2 mulu NGO funded program.

Disaster Risk Reduction

That in the USA, there exists a Federal Emergency Management Agency which deals with
disaster management. Most of these deal with community farming, marginal agnicultural
regions, and hvestock farming under Disaster Risk Reducton.

That the US Government has mitigaton measures which are deemed safe options 1n case
of disaster strikes. These include the usc of Public Relations through the media to
disseminatc informaton and mteract with the public on issues of emergencies and early
warning signs of eventuabines. That there disaster management revolves around Planmng,
Preparedness and Mitigation 1in case the disaster strikes which 1s basically what Disaster
Risk Reduction 1s all about.

In order to avoid various Government departments replicating projects, the related
departments should always work in haison with each other in order to keep up to speed

with each other’s undertakings.

Guaranteed Minimum Returns for farmers to incentivize production

The Government should develop an agniculture insurance policy which would be vital to
take care of the Guaranteed Muinumum Returns for farmers.

Addinonally on GMR, the Government together with other donor agencies could partner
with Kenya Agncultural Research Instirute (IKARI) to come up with drought resistant
seeds, and seed multuplicaton of the vanous resistant vaneues.

The Government must also put serious measures to curb against post harvest losses
which are very high in Kenya Storage faciiies must be provided 1n accessible areas for
farmers to store theur produce and also markets be availled to ensure farmers gan from
their acuvities

Government of US offers its farmers subsidies and provides them with education and

training on modern farming techniques and market prices 10 order for them to be well
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informed of their trade. It 1s therefore essential for the KKenyan Government to offer its
farmers extension services.

e) With the EA integraton and good regional planning, cereal crops should be able to move
freely across the region. Liberalizaton should be able to benefit all stakeholders instead of
explotting local producers.

f) That Land sub division poses a big challenge to farming in Kenya unlike in the USA
where farming 1s done on large scale and hence it 1s more profitable. Land policy should
be put in place to ensure protection of mechanized and sustainable farming 1n Kenya.

v) Dealing with Cartels and Monopoly
a) That the i1ssues of monopolies and oligarchies can be traced to the kind of regulaton in

terms of policies and laws that are 1n place to govern the same. In a capitalist state, there
are mechanisms to bring 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 drastcally with the entry of many players to the
market. The US particularly discourages monopolies in the economy 1n a bid to protect
the consumer.

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

c) The US Embassy officials concluded by stating that the USA Government uses the value
chain approach night from production to consumption to curtail cartels and monopolies
considering that it 1s able to make every part efficient and effective cartels and high costs
will be rid out. The Leader of the delegation, Mr. Whitaker promused to forward to the
Committee a copy of their Energy Policy and Conservaton Act (EPCA) to enable the

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

The Committee on Cost of Living toured the sugar companies 1n the former Western and
Nyanza provinces respectively. The visit came on the back drop of increase in prices of sugar
almost three fold and the shortage of the commodity in the market. The Committee wanted to
establish the reasons for the biting shortage of the commodity 1n the market, the high costs of the
same, the distribution network of the commodity and the price at which the millers were selling
the product to the distributors and marketers who purchased the same. The Committee held
meetings with Sony Sugar Company, Muhoroni Sugar Company, Mumias Sugar Company and
Nzo1a Sugar Company Limited in order to undertake a comparative study of the four companies.

3.19.1 Sony Sugar Company Limited

The Commuttee met the management of Sony Sugar Company On Friday 9% September 2011 at
12 noon. The Committee was told the following by the management of the company:
a) That Annual demand for sugar in Kenya is 800,000 tons but the total producuon 1s
570,000 tons, creating a deficit of 230,000 tons thus Kenya 1s a net importer of sugar.
a) That the Company had been making losses over the years. The cumulative loss for
2010/2011 was Ksh.816.8 million which was a reduction from previous years and this 1s
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likely to go down cven further as management were focused on turming the company
round to profitability

b) Turnover has also grown steaddy; in 2010/2011 1t was Ksh.6 million and 2011/2012
could be at Ksh.8 mullion.

¢) 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 under nucleus estates 1s 2.080 99 and under out growers 1s 14,482 79 adding
up to a total to a total of 16,564.

) That the company was selling sugar to distibutors at Ksh.6,500 for a 50kg bag which
roughly translated to Ksh.130 for a kilogram and yet the same was being sold by
supermarket chains at Ksh.210 =215 per kg. This 1s despite the fact that Sony debvers
sugar to tts wholesale distributors’ warchouses which costs like Ksh.2 per kilo so there are
no transport costs for buyers.

f)  Wholesalers cannot justfy the huge price hikes of sugar.

g) That 63% of cane pnice 1s used to pay farmers.

h) SONY supplies directly to schools and learming institutions as a way of cusshionuing them
from the inflated market prices

Challenges

a) The factory machinery 1s old and mulling technology used is also old and inefficient but
plans are underway to upgrade using optmization to increase crushing capaaty to
3000tons.

b) Competiion with other licensed mullers for raw materal that Sony Sugar has developed
even by mullers from Nyando and Western.

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

d) Farmers have no access to credit and unless the Government promotes 80% of
production for farmers (company financing), there would be no hope for sustainable cane
production. Currently from offering these services Sony holds Ksh.500,000 in loans to
farmers.

e) There is cane shortage 1n the western belt and this situation is moving to the Nyanza Belt.
This has been caused by licensing of a number of sugar companies like Kibos n the
Nyando belt and Butali 1n Malava without the companies having developed sufficient
cane to mill. Sony Sugar Company for example, has sufficient cane for milbng but this
could only be 1n the short run as about threce companies have been hicensed in the region
which have not developed their cane namely Trans Mara, Ndhiwa and Sukan

f) The issue of zomng 1s also a big challenge because Millers’ raw matenal 1s not protected
by the Act.

g) COMESA region 1s also experiencing sugar shortages.

land subdivision has affected cane farming in the region as people were dividing theu
lands for settlement purposes affecting productivity of thewr farms.

That Sony supples only 20% of the Kenyan market with sugar while Mumias Sugar
serves 50% of the market thus, the shortage could be attributed to the closure of Munuas
Sugar Company for maimntenance. It 1s therefore paramount for the Kenya Sugar Board
(KSB) to ensure Muimuas Sugar Company has enough cane at all umes
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))  KSB has not done its job of securing the borders to monitor what comes 1n and what
goes out to curb legal imports and exports. As a result, sugar legally comes into the
Country and leaves the Country through our porous borders.

Proposed solutions

The management of Sony Sugar Company Limited proposed that the Commuittee takes up the
following to ensure the stability of the sugar industry in Kenya:
a) IKSB must ensure they give licenses to mullers who have developed enough sugarcane to
mul only.
b) There 1s need to review the Sugar Act and especially the role of the KSB to ensure they
play their proper regulatory role and restore stability 1n the sector.
c) KSB needs to look at the value chain of sugar producton and idenafy gaps and put

mmgatxon measures

3.19.2 Muhoroni Sugar Company

a) The Commuttee toured Muhoron Sugar Company on Fnday 9* September, and held a
meeting with its management on the Board room from 4.00 pm. The Commuttee heard
the following regarding the issues 1t had raised which are listed above:

b) That Muhoroni Sugar Company was incorporated in 1964 and started operations in
1966.

c) The Company was put under recervership in the year 2000 after a debt owed to NBK.

d) The Company covers around 10,000 farmers and four districts, Nyando, Nands South,

Kericho and Kisumu

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

f) The ratio of tones of cane mulled to tons of sugar produced 1s high because of
operational inefficiencies and poor sugar variettes hence the high cost of the sugar.

g) From Apmil to August, the factory had been operating losses and was operating at 20%

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

Distribution

The following are some of the distributors who buy sugar from Muhoroni and all of them usually
come for the sugar themselves from the factory saving the company of transportation costs:
Nakumatt, Uchumi, Naivas, Yaun, Ukwala, Gianis, Eldo supermarket, Shivling, BN kotecha,
Pramukh and Kipchimchim enterprises among others.

Why the current shortage?
a) Shortage of cane
b)  Commussioning new sugar mills in Western Kenya (Butali) and Nyando Sugar Belt

(Kibos) without adequate cane development
¢)  Absence of legislanon on zoning thus allowing new mullers to poach cane
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d)

g)

h)

)

As a result, the factory 1s recerving about 400 tons of canc only in a day yet it has a
capacity to process 2,000 tons a day making 1t to work about two to 3 days a week only.
Unethical competinon from certain companies which increase cane prices to non-viable
levels yet they do not have any major mnvestments like cane development. Some
companies had increased the puce paid per ton from 2,850 shillings 1n July, 2010 to 4,000
in August, 2011 without any fundamentals informing the increase.

That new companues are shying away from development of cane because 1t costs about
140,000 to develop an hectare of cane which 1s an expensive

The companies are now harvestng and crushing cane before its maturity e.g. upto 13
months old cane thus harvestng more cane to crush the same sucrose content

The company supports the farmers with inputs to grow cane but the farmers sell the cane
to other companies hence losses to the government.

That the Company had decided fo be accumulating cane and only mulling for two days n
a week hence resorting to laying off casual workers because of reduced workload since
Apnl 2011 and contnbuting to unemployment in the area.

That the Company had applied for a Joan from the KSB for development of cane 1n the

Miwani zone after collapse of Miwam Sugar Company.
Thar the mapm contnbhainr 1o s }«_vg!«, nere ~f sngar was the cane qhnrmge in the countrv
coupled with closure of companies for annual maintenance especally closure of Mumuas
Sugar company which had the largest share of the market.

That the company further had inefficient and aging equupment thus contubuting to the

high cost of producton

m) That Kibos Sugar Company was established 1n 2007 and developed 2 weighbndge in the

Muhoromn zone 1n 2008 against which Muhoroni protested. It was given a license for
milling 500-800 tons a day but were now mulling up to 1500 tons a day yet it does not

have cane.

The management of Muhoroni proposcd the following as some recommendations that the

Committee could take up:

a)

g)

Mandatory closure of all the mills in the Nyando zone for three months to allow cane to
grow and mature. During this penod, the mulls and IKKSB should device and implement
comprehensive cane development plans and KSB through the Sugar Development Levy
should cover the costs of maintaining the closed factory
Zoning so that whoever is interested 1n crushing cane develops the cane himself
Introduction of suitable cane varietics in the Nyando belt by Kenya Sugar Research
Foundation (KESREF)
Review the draft Sugar regulaoons and gazette them to enforce zoning and licensing of
new factories.
Accelerate privatization of Government owned sugar mills in order to get new capital and
technology to support capacity expansion, modernization and diversification

Promote and provide for irnigation in the Nyando sugar belt.
The conditon for a icense must be enforced stnctly so that before a license 1s 1ssued, the

companies should have a comprchensive program of cane development.

The Commitice Members sought clarifications on the following'

1)

What other cost cutting measurces if any, the Company had put in place?
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u)  Whether or not they had knowledge of existence of cartels in the sugar sector and if so
who these cartels were and whether this was a cychical problem coming only before

elecuons.
Response by Management of Muhoroni

#-- That indeed, there were sugar shortages in 2007 which resulted in the government fixing
price of sugar sold by government mullers.

) That there were some forward purchases where if companies have a feeling that sugar
price will decrease, it negotiates with a distributor to sell to it sugar which 1t intends to
produce for a while.

w) That the endgame of the few mullers setting up plants without cane development is to
ensure that the companies collapse and they purchase them cheaply after which farmers
will be held at ransom as they will not have a place/factory to deliver their cane and thus

cane price will be at a very low price.

3.19.3 Mumias Sugar Company

On Saturday, 10" September 2011, the Committee held a meeting with the management of
Mumias Sugar Company 1n the Company’s Board Room. The Committee was informed as
follows:
1) That the factory has a capacity of 79,000 metric tons and can crash 8,700 tons per day, the
factory has a Product capacity of 300 tons per day and its ideal acreage would be 67,000
hectares.

u) That sugar imports have gradually increased over the years.
That this year, due to high international prices, 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 7muillion tons because most

of the cane was converted into ethanol due to the high fuel costs tnggered by the Middle

Eastern unrest which caused imports deficit.

v) That Kenya Sugar Board has been licensing Sugar Millers who do not have enough or
have not developed any cane of their own.

vi) Harvesting of younger cane also contributes to the shortage as there is less recovery
durning processing (less sucrose content from younger cane)

vit) That the Company lost 10,000 hectares to maize farming and other purposes which were
more lucrative and fetching more money for the farmers.

vur) Land sub divisions in Kenya continue to rob industries of land that can be used for

mechanized farming. There is a policy, the world over on land for cash crops where large

trucks of land are set aside for cash crop farming and this allows for economies of scale

which should be implemented in Kenya.

There 1s need for repeal of the Sugar Act and also for substantive consultative meeting

with all the industry stakeholders to map out new legislation to govern the sugar industry.

x) IKSB should be managed by professionals with expertise. The current board needs to be

reconsttuted and replaced as many lack experuse in sugar matters.

Zoning should be done on all the sugar plantations and regions and should be 1denufied

by the size of plantatons.



) Privatzauon of state owned corporations could help cut out and manage the 1ssue of
cartels

wu) There 1s need for estabhishment of light railway throughout the sugar plantavons to cut
out the high cost of transportation of cane.

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

xv) A feasibliy study conducted showed that the soils are too acidic hence low producuvity.
To reverse this, the Company had embarked on a grand project of about 3 biulhon to
purchase daury cattle for farmers whose manure could be used in the farms to reduce
acidity and at the same ume dairy farming to subsutute farmer’s Income.

xv1) That the Company has 245 total customers and 30 of them account for 90% of the
turnover The price at which Mumias was selling sugar to distnibutors was [Ksh.6,250 for a
50kg bag amountng to Ksh 125 per kdogram.

xvs) That Mumias Sugar Company had embarked on a program of selling sugar to farmers 1n

the zone directly at Ksh. 120 per kilogram thus cushioning them against exploitauon by

retaiers

3.19.4 Nzoia Sugar Company

On 10" September 2011 1n the afteroon, the Commuittee met the management of Nzoia Sugar Co.
Ltd 1n Nzoia Sugar Board Room. The Commuttee heard the following from the management:
) That the company was closed for annual maintenance during which the company sought
to invest Ksh.800 milhion to improve 1ts efficiency.
u) That the Company was highly hiquid and had pad all its farmers except its 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 it has not been
able to operate at opumal level because of nefficiencies 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
sugar a year and has a 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 tones.

The Commuttee heard that the Challenges facing the sector are;

o Failure by regulator to control the sector.

o Lack of zoning in the sugar belts

« Licensing of new sugar companues in an arbitrary manner. A feasibility study was not
done to establish the adequacy of raw matenals. This has led to poaching of canc by the
new companies leading to unhealthy compettion in the sector.

« The Cost of producnon is high because inputs which are imported are expensive thus
high import costs which has been exacerbated by the faling value of the Kenya shilling
lcading to huge forex losses

e Non-availability of sugar within the COMI:SA region and defiat of the commodity in the
main world sugar producers like India and Brazi

» Aging machinery and equpment. The company wishes to rehabiitate the nulling
machines which started 1ts operavons in 1978 but have detenorated duc to age.
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The Commuttee further heard that in January 2011there was enough sugar in the market
because of compeution for raw materials as sugar was retathng at I<shs. 3,500 per bag but
by September 201 1sugar prices had nsen to Kshs. 6,000 and some companies sold Sugar

at Ksh.8, 500 for a 50kg bag.

The Commuttee estabhished that;

The Company has a section on Out-grower institutions that are supposed to support
farmers in growing of cane and cane development.-The out-grower institutions are
operating like trade unions and are collecung fees

The weighing of cane at farm gates 1s not viable especially with 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 minimum is not
defined allowing companies to sprout.

A condinon of licensing that a miller must have adequate cane before it is licensed is not
being followed to the latter resulting into the lack of adequate raw material. Some millers
obtain milling licenses through fraud by pretending they require to mill 500 tons a day but
end up mulling over 1,500 tons a day like Kibos Sugar factory.

Some mullers are encouraging farmers to use organic fertilizer like manure and filter mart
in place of inorganc ferthzer.

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

what 1t produces.

It was recommended that;

If the government 1s to get value for money from the factories it intends to privatize, then
action should be taken to protect the catchment areas — where cane is produced and

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

The Commuttee held a total 20 public heanings around the Country and made varnied discoveries
and findings that are contnbuting to the high cost of bving. Below 1s a summary of the findings
from each of the places the Commuttee visited:

4.0.1 Kibera Public Hearing

The Committee held the first public hearing 1n Kibera AIC Church on 25 May 2011 A total of
34 people who compused of slum dwellers, Jua kali artisans, small scale traders, unemployed
youths, retirees, food vendors, representatives from Non Governmental Organizatons, and
employees who work in the industries situated in the Nairobi Industnal area gave their views on
what they felt was the cause of the nsing inflanon and high cost of living The Commuttee
encouraged the parucipants to offer recommendauons as they advanced the problems.

The commuttee heard that
1 Salanies and wages of a majonty of the slum dwellers was very low (up-to less than a
dollar per day) which was not commensurate with their productviry
u The cost of educatton ts stll high despite free primary and secondary educavon and
parents were not able afford to take theur children to school resulung in high school
dropouts 1n Kibera and hence to the cycle of poverty.

w The cost of health 1s high and not accessible to a majonty of the slum dwellers including
in government hospitals ke Kenyatta National Hospital.

v The prices of basic commodines especially food and kerosene have conunued to
skyrocket coupled with the high unemployment rate among the youth

v. The large cabinet was contnbuting to the high cost of hving and the salanes pad to

Members of Parbament(MPs) were very high and further that a lot of government
revenues is used by MPs and cabinet ministers 1n unnecessary foreign travel

vl A tight cuteria 1s used for qualificaton of both the youth and, women and disabied
persons to access the Youth Enterprise Fund, Women Funds and other funds set aside to
support them resulting to most of the needy people failing to secure the funds. And
further that Kazi IKwa Vyana programme 1s not beneficial to the youth as a majonty of
them are never paid.

vi.  The Country lacks a comprehensive food secunty policy.

vii.  Corruption and nepotism is rfe in organizatons especially on employment hence so
many qualified youths are jobless.

1X Public procurement 1s favonng the rich as purchasing of tender documents 1s expensive
and the fees 1s normally non-refundable this 1s meant to be a detractor to would be
tenderers’.

X. Transport costs and electricaty cost 1s high thus discouraging youth and women from

doing business and consistent price fluctuauons of commodities and the lack of market
for locally made products are the factors discouraging young people from venturing into
business.

X1 ‘T hat most industries 1in the Nairobi industnal area (mostly owned by Indians) where most of
the Kibera people worked as casuals exploited them and they had no means of recourse
F'or example, some companites were not providing the workers with protecnve clothing
cxposing them to substances that were injurious to health That many people had as a
result suffered strange diseases and some cven died 1in the industries but no acuon was
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taken by the Government or COTU that represents the workers even when the relevant

bodies are notfied.

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

1.

V1.

Vil

Vi1,

X1.

4.0.2

The Government should establish polytechnics in urban slum areas to train school drop
outs on vocational skulls

The Government should introduce social safety nets to cushion the poor from the high
cost of living by removing taxes on kerosene

The Government should develop dams in dry areas and use the water for Irrgaton so as

to ensure food security
The Government should subsidize farmers with seeds and fertilizers to ensure farmers

produce enough for the entire country

The cabinet should be trimmed to 24 ministries to reduce cost of running government
and the salaries of MPs should be reduced by at least 50% and they should pay taxes on
thetr salaries and allowances to help the exchequer deal with the high level of inflation.
Further that parhlament should minimize and reduce foreign travel by MPs and cabinet

ministers.

Government should establish oil reserves to cushion the consumers and reduce the prices
of basic Commodities like flour and sugar by half or facilitate traders to sell the
commodities at a subsidized price to the urban poor.

Relax conditions on Women and Youth Funds to enable the targeted groups to benefit
from the funds

Review the Procurement laws to enable the poor to participate 1n tenders below a certain
amount

Introduction of a subsidized public transport system to reduce cost of transportation.
Introduction of price controls on basic commodities to cushion the poor against the
nsing cost of hiving.

There 1s need to review the country’s entire regime of Labour laws in order to protect the
low cadre employees especially casuals from exploitation by employers.

Eldoret Public Hearing

The Committee held a public hearing in Eldoret on Fnday, 27" May, 2011 at the Municipal
Council Hall from 12 noon. The Committee was targeting 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.

)
k)
)

m)
n)
o)
P)

Whether the farmers had enough maize which they could be hoarding to create aruficial

shortages

At what price the farmers were selling their maize

Availability of farm inputs in time for farmung and whether the government was doing
enough for the farmers in this area

Whether the farmers had incentives to grow maize

The implications of the high cost of living on other sectors other than farming

The challenges the people were facing in their daily life activities

The probable measures the government can take to reduce the burden of the high cost of

living on the people
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The parucipants rased the following 1ssues as among those affecung them which the Committee
should bring to the attenuon of Government.

3)

Existence of cartels in the gramn sector which were contributing to the shortage of
fertlizer and seeds durning planting ime and even at the NCPB where some farmers could
not sell their maize to the NCPB on grounds of huigh moisture

Lack of maize. 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 domestic
consumpton.

Inefficiencies at the Kenya Seed Company Lumited which led to unavailabibty of seeds
during planung season and the supphed seeds being those of low quality and a breed
farmers were not used to thus farmers shunned them

Ineffictencies and probable corrupuon at the NCPB 1n the supply of ferulizer where
farmers could not access the subsidized fernhzer 1n tme even after paying for 1t

Poor planning by the Ministry of Agnculture and 1ts parastatals such that the Minstry
could not project how much maize 1s required 1n a year and what quanuty should be
produced locally so as to make certain key policy decisions like how much seeds should
be produced and how much should be given to NCPB to purchase maize from farmers
during harvest.

Lack of Extension services leading to farmers learning from experience

Lack of support after harvest nme so that farmers ended up selling theirr maize very
cheaply and later on buying it for consumpton at a very high price

Discouragement from stoung maize at NCDPB stores by the Warehouse receipung System
thus increasing post harvest losses

The cost of maize 1n Eldoret was so high and was now retailing at I<sh. 105 for the two
kilogram tn thus beyond the reach of many Kenyans

The cost of transportation was so high yet NCPB demanded that farmers transport thewr
produce to 1ts depot

Members of Parllament are not paying taxes on their salanies

Poor polincal leadership contributing to the high cost of hving

The following were proposed as some of the measures that should be 1mplememcd to case this

burden:

)

Sufficiently fund the NCPB to be able to supply all the farmers with subsidized fertihizer
before the planting season and with enough money to buy excess maize from farmers at
harvest time to cushion the farmers from losses that may anse.

Review the Warehouse Receipting System introduced by the NCPB as 1t was not
beneficial to the small scale farmer

Introduce NCPB buying centers as was the case before to save the farmers the high
transportauon costs

Establish dams 1n Uasin Gishu County and the other grain growing areas to avod rebance
on 1rngaton agnculture

The Kenya Sced company should plan properly so as to have sufficient sceds of a good

quahty for the whole country
The Government should develop a Guaranteed Mmimum Return scheme to ensure that

farmers are certain on the amount of money they will get from their produce
The Government should introduce Extension services to cducate and sensitize farmers

on QPPI()PUH[C flg[lCUlfU[ﬁl PI‘QCUCCS to maxumize l)r()dUCll\’l[y Of land
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h) The NCPB should assist farmers after harvest by availing their drying bays for farmers to
dry their produce at a subsidized cost

1) The Government should give some autonomy to the NCPB to determine the prices 1t
sets for grains so as to ensure that it effecavely competes with commercial traders so as to
protect the farmers from exploitation

1) The Government should support reviving of the Kenya Farmers Association as it played
a great role in the business of farming.

k) The Government should cancel the loans owed by the farmers who lost their crops
during post election violence to the Agricultural Finance Corporation (AFC).

4.0.3 Kitale Public Hearing
On 28" May 2011 the Commuittee held a public hearing 1n Kitale Municipal Hall where it had an
opportunity to interact with farmers from the North Rift and western regions. A total of

approximately 200 farmers attended the hearing.

The commuittee heard the following:

a)

b)

0)

The number of disabled people in the town had increased due to high cost of living. What
were the policies to protect the disabled people against hardships;

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

Farmers planted earlier in the season with a promise of purchasing fertiizer from the
Natonal Cereals and Produce Board (NCPD) however upon reaching the cnucal stage the
Board failed to provide the fertilizer 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 to the NCPB Stores.

There are cartels from the ministry of agriculture and NCPB who are colluding with
middlemen to buy maize from farmers at lower prices then selling to the NCPB; the NCPB
has introduced very strict conditions for buying maize from small scale farmers and yet the
conditions are less tight to middlemen on the same maize. Further that Asians are exploiting
the common people; For instance, P.H. Turner Ltd a trader in Kitale buys fertilizer 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 title deeds

Paratfin 1s very expensive yet it is the most commonly used source of fuel

Insecunty 1s rampant due to poverty, causing rise in crime and expansion of slum dwellers
Equity bank 1s practicing discrimination when disbursing loans to small farmers by favoring

one Community
Ieaders are using planes and helicopters when travelling around the country while people are

starving

Fertlizer and other farm inputs are expenstve and not easily available to farmers

Ministry of Special Programmes is rampant with corruption and files of post electon violence
vicims have disappeared to ensure affected people don’t get justice

Poor leadership and corruption at Kitale County Council in the tendering system which never
benefits the locals

Poor road network because of lack of accountability from people commissioned to develop

infrastructure in the area
Lack of a land policy and sub division of land 1s affecung food production
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The plenary discussions resulted 1n suggesnons that,

That the Government should be able to regulate the price of essenual commodiues.

Banks should treat all people equal and afford them loan senvices against theur farm produce.
There 1s need to establish a Factory to mianufacture Fertiizers and manure locally to reduce
cost of production

There needs to be commurmcation and inclusion of stakeholders 1n government decisions
espeaially farmers

Re-introduce buying centres for NCPB to collect harvests from farmers at the farms

NCPB should offer post harvest services to farmers even at a cost e g. drying of grain.
Government should intervene to protect farmers from cartels 1n the industry including sugar
industry.

The land policy should be implemented

4.0.4 Kisumu Public Hearing

The Commuttee held a public heanng in Kisumu at the Municipal Hall on 30" May 2011 where a
number of Kisumu residents compnsing of traders, farmers, fishermen and the unemployed
youth from the parucipants gave theiur views on what they felt was the cause of the nsing inflaton

and high cost of bving The Commuttee encouraged the participants ro ntfer recommendanans as

they advanced the problems and the following was discussed:

The commuttee heard that

h)

The cost of transport and essential commodines are high and coupled with the high poverty
rate, this has caused high rates of divorce, suicide, prostitugon and school drop outs cases.
The Government should consider reducing prices of essenual food commodites (subsidize
essential food) during the hard umes to help the common man.

The problem of hyacinth has denied the locals in Kisumu a source of living for a long ame
since it has made fishing which 1s the main economuc acuvity impossible.

That cotton producton was destroved in Nyanza to deny the Jocals from having a cash crop.
Members of Parliament should consider reducing their salaries or allow all thewr incomes to be
paid.

Minimum wage for workers 1s too low and the ministry of labour has failed to intervene

The famine has aggravated the situauon of the HIV infected people to the extent that they do
not take ARVs as they cannot afford good food to accompany the drugs.

Taxes are generally very high and that small scale traders feel exploited by this.

Upon deliberations the following recommendatons were proposed:

That Government should provide farmers with seeds and other farm inputs to make them
self sufficient and encourage farmung.

That Government should re-introduce extension officers to educate farmers on farming
methods to increasc output.

‘That government should be able to pnionnze needs of the people c.g instead of giving
mosquto nets, people should be given food.

That Government should address the issue of IDPs 1n Kisumu and resettle them like they are

doing everywhere else 1 Kenya.
That Nauonal Miling Corporation should be revived to ensure affordable flour products are
available to the common persons This will protect consumers from exploitation by private

millers
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f)
)

That government should put in place alternauve measures like urigaton as there 1s no

consistent rainfall in the country
That Government funds should be made available to the locals without such stringent

measures.
That government should build infrastructure especially access roads to enable food reach arid

areas.

4.0.5 Ahero Public Hearing
The committee held a public hearing in Ahero Trading Center on 30" May 2011 and met with

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

same. The committee heard that;

a)
b)

<)
d)

g

h)

Prices of the basic commodities are caused by poor government policies.

The 1ssue of food needs very serious attention to avoid total collapse of food system in a
month’s titme.

The essential medicine in government hospital is perpetually inadequate thus private hospitals
are exploiang the poor Kenyans.

Natonal Irngaton Boards charging farmers Kshs. 3,500/~ acre and rice sold to government
at low prices. Water needs to be pumped to Siany Board to expand rice producton since the
area has capaaty.

The shortage of agricultural inputs such as seeds i1s a major contrnibutor of maize shortage.
Cereal seeds (maize and nce) should have their prices regulated. Therefore, the Government
should put up seed shops in all strategic parts of the country to make seed inputs available to
farmers.

The government should come up with a proper irnigation field policy so that the rice fields
should be used to plant other crops ahead of the next rice planting season . This will avoid
the lands lying dle

The proposed sugar industry privatizaton of Muhoront and Chemelil sugar factories 1s taking
too long and prnces keep on varying. Government should move with speed to privatize and

keep prces standard.
Land subdivision leading to poor agricultural practices and low yields due to inability to

mechanize.

Generators should be given to farmers to be able to pump water for irrigation so as to grow
vegetables, tomatoes, and other crops such as maize to evade the perpetual crop failure due to
drought.

The government should investigate, by use of experts, prices and implement regulation of
prices and possibly form price control Regulation Commission.

The government should shield the aged people from the nsing cost of living by giving them

food and welfare upkeep
The government should consider removing tuition money for school going children to help

the poor Kenyan retain their children in school. In addition, school feeding programme
should be started to help children 1n school, to avoid mass drop outs.
The government should give subsidies to nce farmers and help support them to purchase

farm inputs
The Government should put up a warehouse to store rice when there i1s a bumper harvest to

(:nrb losses to f:lrme,rs.
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o) CDF bursary 1s abused. The monies 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 15 a problem of lack of markets for nce during harvesting the season. Government
should ensure that farmers get adequate market to avoid such losses.

t) Many farmers do not have utle deeds. Lack of utle deeds 15 hindering farmers from taking
bank loans using their land as secunty. Title deeds should be issued immediately

s) Lack of coordination in government thus causing confusion to the public on issues e.g. food

and o1l prices.

4.0.6

Nyeri public hearing

On 24" June 2011, the commuttee held a public hearing in Nyen at the Provincial Headquarters
and a total of 250 people who comprised of business traders, coffee and tea farmers, youths,
retirees, civil servants and others attended the meeting. The meeting comncided with the budget
heanngs that the Parhamentary Budget Commuttee was undertaking in compliance with Aruacle
221 of the Consutution of Kenya, 2010.

The Commuttee heard the following;

2)

b)

)

d)

2

h)

That according to the Maputo declaration, the Government should ensure that at least
15% of 1ts Natonal budget goes to support agricultural services. This should be done to
avoid dependence on food imports.

That there was no dialysis equipment 1n the county hospitals yet machines only cost 3-
4mllion. Hospitals were not well equpped so sick people have to travel far to seek
medical attention. That in additon, health care was expensive and government should
reduce costs in government hospitals

That the cost of flour had nsen so high and was trading at Ksh.150 which was
unprecedented.

That fuel prices especially that of diesel had also gone up yet there was no provision of
nput subsidy for farmers.

The government should increase budget allocation to agriculture and especially focus on
irngation schemes and dams as there was need to irrigate the region.

Corruption was rampant as suppliers of services fleece the Government as they charge
too hugh. For example, construction of 1km of road costs 80mullion instead of 26mullion
as 1n other countries.

There was no clear move by Government to move to green energy e.g. solar, wind and
lowering fossil fuel consumption.

That zero rating grains did not assist the poor, 1t only helped the cartels because 1t did not
help protect the local farmer from cheap imports.

That there were cartels in the sugar industry which were fueling the high cost of sugar.
That high cost of inputs results 1n high output costs Rwanda for example zero rated cost
of tractors, yet in Kenya there has been no lowening of input costs.

On shareholding of cooperative socicues, farmers were not the big shareholders, so the
farmers have no say in the decisions of these cooperanves, ¢ g KPCU, KCC, Cooperauve
Bank etc

There was often late release of funds to munistries by the Treasury such that munistnes

end up rcturning the money because it is dispatched late
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m) There was no allocation to youth projects such as sports. Sports stadiums which can be

used by youth in sports are 1in dilapidated conditon. The youth have not been engaged
enough and tramers have no people to train in sports.

The Government should establish coffee processing plants in Nyen county so that
farmers can stop taking thewr coffee far to get market.

Land has been sub divided too much and arable land converted for real estate
development instead of farming on large scale farms.

Ilicit alcohol 1n central region has affected the young people so much that in a few years
to come, most young men in the region will have died of the illicit brew.

Marketing of tourism for the area has not been done. Promotion is only done centrally in
Nairobi.

That the Economic Sumulus Package should not be shared equally because some
constituencies have more people, allocation should be done according to the populanon.
That there were a lot of informal settlements that have come up especially after the Post
Election Violence (PEV) and funds should be set aside for slum improvement.

Industries should be built in the area for example packaging industries, for producton of
bottled water and other things that can be produced in the area in order to create

employment opportunities for the youth.
That transport costs are very high and the Government should put a price cap on publc

transport fares.

The low cost maize from NCPB 1s no longer there. This maize should be brought back
and sold widely now that there 1s a shortage. Government must build National Grain
Reserves to feed the country when there are shortages.

The Government policy to increase the retirement age of civil servants has increased the
lack of employment of the youth. The age should be reduced to 55 as was the case before
and then pension be paid for the vulnerable and aged.

There was a street children menace in the area. They should be removed from the towns

and rehabilitated.

The fol]owing were proposed as some solutions for the challenges raised above:

a)
b)
)

d)

f)

That instead of giving tax cuts to importers; these should be given as incenuves on mnputs
to farmers to produce their own food.

Budget should allocate majorly to energy, infrastructure, health, and education sectors in
order to improve the country’s economy.

The Government should explore alternative energy for example bio fuels, geothermal and
wind, etc.

NCPB should undergo major overhaul to be more efficient to the needs of the Kenyans
and farmers. To buy sufficient stocks during surplus and store well and to always have
sufficient Strategic Grain Reserves.

Putting in place administrative measures to streamline ICRA and sealing all loopholes to
net everyone within the tax margins. This will bang 1n more revenue. Local collection
should be more than the foreign lending which helps in going towards self reliance. KRA
should improve on the rate of domestc tax collection.

Absorptive rates/capacity: Late allocation to Ministries. Next year parthament through
fiscal management Act will interrogate the budget allocations to ensure Ministers and
accounting officers become accountable. This shall also be used to gauge ministries that

are or not utiizing thewr funds and slash some and add to other ministries who are more
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4.0.7

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

Establish Guaranteed Minimum Returns for farmers to ensure that the farmer 1s
guaranteed an trreducible amount against all odds for their crops

Government needs to protect its farmers from international imports “This for all types of
farmers especially 1n crops with comparanve advantage to Kenya.

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

Young people should take personal responsibility and take decisions that are not harmful
to them.

Embu Public Hearing

‘The commuttee held a public hearing in Embu County Counci Hall on Saturday, 25" June 2011
from 10 am. A total of 100 people who compnsed of business traders, youths, civil servants,

opinion leaders and the general public gave their views on what they felt was the cause of the

nising inflason and high cost of living. The parucipants raised the following 1ssues.

a)

R

“

2)

)
k)

1)

That coffee farmuing in the area was affected by lack of mulling factones in the county.
That there wae a nroblem of human-wildhfe conflict especially near Mt Kenya and
Njukir forest areas whereby wildlife especially monkeys had invaded / destroyed farmers’
crops. There only exists compensation for human deaths and wnjunes but the Wildhife Act
does not cover crops destroyed by wildlife. There needs to be a pobcy framework to deal
with crop damage.

That the exchange of the Kenya shilling against the US dollar was very weak making
prces of products very hugh. This had caused a nise 1n the cost of hiving.

That through the cconomic stimulus programme (ESP) fish farming was established 1n
the area but the problem was lack of water storage tanks and fish feed manufacturing
plants. There was also need to construct cold storage faciliges and provide markets for
the farmers to sell their fish.

That Embu District faces a challenge of hosting one of the largest slums in the Country.
The Ministry of Special Programmes had not acted on requests to supply relief food to
the poor-urban slum dwellers.

That land sub-division and conversion of agricultural land to real estate and commercial
use without due regard to agnicultural production was also a problem contributing to food
insecurity.

That there was a big gap between the nch 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 youth unemployment was a big problem because such youths have lost hope and
confidence in Government.

That there was lack of facthties for grain storage espccially maize which results In post
harvest losses through aflatoxins. There was need for warehouses / NCPB depots to be
established in Runycenjes especially at Ugwen areas.

That the nse in fuel prices had caused the puces of commodines to also skyrocket.

That there was enough food harvest but there were no ready markets for farmers to sell
their produce

That all MPs and consutuaonal office holders must pay their taxes The salaties of MPs

need to be slashed as 1t was too much.

m) That the cost of clectricity in the Country was too high and should be reduced
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4.0.8

That there was need for an agricultural 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 in
illicit alcohol brewing, and engaging in careless sex and end up contracang HIV/AIDS,
and unwanted pregnancies.

That the Country was expenencing shortages in ramnfall and therefore Government
should establish wrngation projects to ensure sustainable farming and also to build
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 inputs on time and at subsidized prices.

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 prices 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 low cost medicine as the privately

owned chemusts are exploiting consumers.
That Government in partnership with IKARI should work to develop more resistant

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

alcoholism and drug abuse.

Meru Public Hearing

On that afternoon of 257 June 2011, the Commuttee conducted a public hearing in Meru County
Council Hall and approximately 200 farmers, urban dwellers, retirees, youths, women, small scale
traders and the general public attended the event.

The participants informed the Committee as follows; that

1.

6.

The Government should have a planning system to support the agricultural sector so that
the kind of farming being done in the country can be reinvented into large scale from
subsidiary farming so as it becomes beneficial to the economy.

The cost of farm inputs e.g. fertilizer, machinery and seeds are high and further that seeds
are of poor quality, and there are no storage facilities to support farmers during harvest.
There should be investments in irrigaton schemes which will go a long way 1n ensuring
high food production all year round

That loan facilities to farmers are provided through government funds but no education 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 stringent
requirements and when it 1s availed it 1s too litde 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 nising poverty levels and youth unemployment.

There is inadequate rainfall which has inter aha affected the dairy farming as milk
production from cattle 1s down by over 50%

The cost of essential commodities 1s too high. Tkg maize 15 Ksh.20, Seeds are I<sh.170 per
kg, and 1kg unga i1s Ksh.75. Irregular increase of commodity prices should be checked to
stop manufacturers from exploiing consumers; Government systems are not effective,
laws are not being followed. Government should regulate the market to ensure the
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consumer 1s not exploited by cartels as liberalized markets were negauvely affecung the
local producer, farmer and consumer

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

10. Taxes are high 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, 1t should be mandatory for
all MPs to pay their taxes like everyone

11. Cost of dairy farmung 1s very high since the feed 1s expensive and the produce (Milk) is
bought at very low prices of Ksh 25 per hiter. 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. High cost of fuel and electnicity has resulted in hugh cost of transport due to the high cost
of electricity and Government should explore alternanve energy sources.

13. School feeding program should be introduced in some schools 1n the area due to poverty
and School bursanies are not benefitung the intended persons e.g orphans due to
corruption 1n the educauon sector

14. There 15 poor leadershup among the leaders in the area hence a disconnect between the

1 1 ) 1 )
])CUPIC d11d UNeLr leaders

4.0.9 Mumias Public Hearing

On 227 July 2011, the Commuttee held a public heaning 1n Munuas, at the Bomas Ground. The
targeted group was Sugarcane farmers to understand the impact if any of the nsing inflaton and
high cost of fuel and food on their livelihoods. Partcipants at the meetng included farmers,
teachers, youth, women, opinion leaders and the general public. The following 1ssues were raised

at the meeting:

2)

b)

d)

That the budget was read over the years but litle implementation 1s done and no services are
given to people and that 1s why some regions and sectors keep lagging behind

That though Sugar farming has been done in the region since 1970, farmers have not
benefitted from 1t and that Millers were the main beneficianes of sugarcane farmung. Millers
exploit farmers and the market 1s not liberalized as 1s said There are no laws 1n place to
govern cane farming.

There 1s a problem with the weigh bridge at the factory and there are allegations that 1t has
been tampered with to give lower weights resulting in losses to farmers.

There 15 also the problem of losses occurung durning transportanon where a lot of spillage
occurs yet no one pays for that loss when 1t should be followed from behind and collected
when it drops and taken to the factory. As a soluuon, the Government should put in place
mechanisms to ensure cane 1s measured at the farms before transportation to avoid losses
and make sure that farmers are paid promptly

The electricaty produced from Mumias Sugar Company is not available to the locals as 1t 1s
distributed outside the area which 1s very unfair

The Government should set aside large chunks of land where food crops can be planted,
harvested and stored to be used during such a ume when there 1s drought.

FFarm inputs like fertihzer and sceds should be avaided to farmers promptly without the usual
delays and at a subsidized cost. The Government should consider giving at least once tracto
per division to be used for farming and they can find a way to pay back for that service from
the farmer’s harvests

Lack ofagncultural extension officers to advice farmers on farming issues
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e To save farmers the agony of losing their agucultural land due to faillure to repay debts owed

to the AFC on ume as a result of crop failure due to the falled rains and the challenges

farmers faced, this Committee recommends a waiver of the loans owed by farmers to AFC.

The Committee further recommends that the loans advanced to farmers by AFC should

stop earning interest immediately the farmer delivers produce to the NCPB.

e The Kenya Seed company should be empowered to produce enough quality seeds in time
for planting to avert a situation hke the one that occurred in the planung season of
2010/2011 when farmers could not access quality seeds during the planting season.

6.1.4 Monetary and General Macroeconomic Sector

The Committee, deeply concerned by the soanng inflaton which peaked at  17.32% as at the

end of September 2011 and the depreciation of the Kenya shilling to an unprecedemcd Jow of

Ksh 105 to the dollar on 27" September, recommends as follows.

i)

i)

That the Central Bank of Kenya (CBK), through its Monetary Policy Commuttee,
should take immediate decisive intervention measures to check anv further faii of
the Kenya shilling. This can no longer be left to the determination of the market
forces as the consequences on the economy are dire and supremely burdensome on
the already hapless Kenyan. In future, CBK should quickly act to stabilize the value

of the shilling to prevent a recurrence of the current scenario of blind fire-fighting.

CBK in collaboration with the Competiton Authonty should take stern action
against any commercial banks found to have engaged 1n practices that have led to
the depreciation of the Kenya shilling against the major currencies.

CBK should strictly enforce the Banking Act especially on share ownership to curb
unethical practices by banks.

6.1.5 Social Safety Nets for the Most Vulnerable

To cushion the most vulnerable segments of the population most affected by poverty like the

urban poor, the aged and the unemployed, the Committee recommends that Government

establishes a targeted social welfare program along the following lines:

a) A meal voucher system for the urban poor designed along the food voucher system

b)

operated in the United States and the meal voucher model for providing employees
with food during working hours operated 1n France. An agency can be established to
implement this program which will involve all the needy people registering with the
agency, which would vet them and only issue the vouchers to those who qualify.

A cash transfer system like the one being implemented by Oxfam in Turkana South
and fashioned along the one implemented by the Ministry for Special Programs where
funds are dispatched to people above the age of 65. The transfer of the funds should
be to targeted people idennfied through the local community leaders.
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« Government should explore the viability of reviving the National Milling Corporation®
(NMC) as a strategic national asset to address deliberate market distornons by

unscrupulous mullers.

« Government through the Mimstry of Agriculture should immediately embark on
recruitment and deployment of Extension Officers to agnicultural areas to educate
and sensize farmers on good farming practices with a view of improving farm
producuvity Government should also recruit Livestock Officers and deploy them to
the livestock reanng areas of the country to help step up bvestock production.

s Government should enact Ieglslation to establish a special Agn-Insurance scheme that
compensates farmers for losses incurred as a result of crop and hivestock failure due

to drought or disease 1n order to encourage farming.

e Government through the Ministry of Agnculture should urgently develop and
implement a farm nput subsidy scheme for farmers so as to encourage farmung,
increase crop ylelds and reduce cost of production which translates 1n lower prices of
produce The subsidies should include seeds, fertilizers, chemucals for spraying,

tractors for ploughing and diesel for the tractors.

e The country’s potental to produce rce and wheat has not been fully exploited. Thus 15
one area that requires aggressive involvement of government through agencies Like

the Nanonal Irngauon Board (NIB) and AFC.

e Government should provide incentives to the private sector, mcluding innovatve tax
breaks, to aggressively invest in agricultural production and agn-based industnes.

¢ As a short-term measure, Government should allow the private sector to tmport zero-
rated maize untl supply stabilizes given the antcipated below-par harvest. This,
however, must be stnctly controlled so as not to hurt local maize farmers. Further,
considering that the only maize that was accessible in May and June was from South
Afnca and was likely to be GMO, the Committee had already recommended that
Government would have to decide whether or not to import GMO, and of course
duly inform Kenyans of that decision n order for them to make informed choices.

o It 15 also essential for Kenyans to diversify their dietary choices beyond the tradinonal
ugali, so as to reduce the country’s vulnerability to maize shortages. Production and
consumption of tradinonal crops like cassava, arrow-roots, mullet, sorghum and sweet

POtElIOCS 1S SUOﬂgly encouraged.

6.1.3 Strengthen key Agricultural Institutions to ensure food security

e To ensure the farmers have a platform for engagement so as to be able to participate in
public policy and decision making and to provide a forum through which farm inputs can be
distributed to reach all the farmers and thewr harvests collected and sold at compenuve
prices, the Government should revive the Kenya Farmers Association by injectung in it the
Ksh 13 billion approved by Parblament on 17* August, 2011 following a Motion moved by
the Chairman of the Commuttee on Cost of Living and waiving the debt owed to the NBIK.
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e Ministry of Agnculture should fast-track the enactment of legislanon to establish a
Commodities Fxchange facility for grains similar to the Tea Auction in Mombasa to
give the farmers best pnce for products.

¢ Government through the Mimistries of Lands and Agriculture, respectively, should
immediately introduce and implement strict regulations on land subdivision and land
use to check land fragmentation and ensure maximum productivity 1s achieved from
agnicultural land. Government should also invest in the establishment of land banks 1n
the bread basket regions by purchasing large pieces of land from the farmers who are
disposing off theurs to prevent the rampant subdivision of the same. The Minustry of
Lands should immediately introduce in parhament the laws required to bring into
effect Chapter 5 of the new Constitution concerning land.

e Government should establish dams in the grain growing areas of the country to
facilitate irngated agnculture and ensure food secunty throughout the year in order to
deal with the regular cycle of drought. In addinon, Government should preserve a
percentage of the more than Ksh 10 bilion shillings allocated to irngaton 1n the
2014/2012 Gnancia) yeat for regions whose mainstay is farming, weth special affentan
to the grain growing areas of the country. It 1s prudent to strengthen areas where crop

production 1s already a way of hfe.

e Government should also conduct thorough analysis to determine exactly how much
maize 1s produced in the country, including the quantity produced in each region, and
how much is consumed before making a deciding whether 1mports are necessary, but
specifically to assist in planning for the future including the quantty of seeds and
other farm inputs required. Government should ensure that 1n the long term, the
country produces food sufficient to feed 1ts people and ceases to be a net importer of
food as 1s the case today.

e Government should enhance the Strategic Grain Reserves from 3 muillion bags of
maize to 8 mullion bags to cushion the country during periods of supply shortages.
Government should 1n this regard increase the funds allocated to the National Cereals

and Produce Board (NCPB) for this purpose.

« NCPB should endeavour to pay farmers promptly, on delivery since pricing and
payment delays 1s a major demoralising factor that has largely diminished production

in traditonal grain growing areas.

e To reduce the costs incurred by farmers in transportation of grains to NCPB stores
and to cut out middlemen who exploit farmers, the NCPB should immediately
establish buying centres for grains in the cereal growing areas.

e To reduce post harvest losses to farmers as a result of high moisture content and

poor weather during harvest season, the NCPB should avail its stores to farmers for

drying their harvest and storage of the same at a mimimal fee.
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6.1.2 Cereals Sub-Sector

o Cereals, especially maize, 1s the staple food for the majonty of Kenyans, and so any
instability in the sub-sector automatically triggers panic 1n the populace and sends
inflanon and the cost of bving soaring.

] Kenya has the potental to produce sufficient volumes of the main grains - maize, nce
and wheat - to feed the nation, but only if government rightly treats agnculture as the
backbone of the country’s economy and jealously protects the Kenyan farmer as happens
elsewhere. For if indeed agriculture sull 1s the backbone of this country’s economy
and then it 1s one backbone that has been badly broken by government neglect and

cavalier atatude.

e No country has ever developed before fulfilling the food needs of her people. And this 1s
only possible through dehberate policy formulation and actions as demonstrated by the
Malawn example 1n recent umes. Unless KKenya walks the talk and fixes her perenmal food
defiaits, Vision 2030 could as well be revised to Dream 3020, for there 1s little chance of a
hungry country ever becoming a mid-level industnal power in a couple of decades.

To ensure that the country produces enough food to feed 1ts population and affordably so, the

Committee recommends the following

e Government must move with expedition to invest in strengthening insututions that
anchor agncultural producton, especially the Agocultural Finance Corporaton
(AFC), Kenya Secd Company, National Cereals and Produce Board (NCPB), Kenya
Agncultural Research Insutute (KARI), Kenya Cooperative Creamenes (KCC) and
the Kenya Farmers Association (IKFA).

o AFC, which has huge potental to bankroll a Kenyan agrarian revoluton, 1s grossly
under-capitabsed and continues to operate below capacity. The corporation has
capacity to facilitate a loan portfolio of up to Kshs 15 billion annually, but ts handhing
only about half of that. Government should channel to AFC a special grant facibty to
enable the corporation operate at full capaaty and provide affordable and easiy

accessible credit to the agnicultural sector.

o At the same time, AFC, which must not operate as a profiteering commercial bank,
should revise the 1nterest rate at which it extends credit to farmers to between 5% and
8% to encourage farmers to borrow and finance farming activines countrywide.

e To ensure that farmers have a platform for engagement and through which farm
mnputs can be distnbuted to reach all farmers and thewr harvests marketed at
competiive prices, Government should revive the Kenya Farmers Association by
injecting 1 1t the Ksh 1.3 billion approved by Parhament on 17" August, 2011
following a Motuon moved by the Chairman of the Commuttee on Cost of Living and

warving the debt owed to the NBK.
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e Ifadecision is made to keep the refinery afloat, government and the strategic partner,
ESSAR, should move with speed to roll out the modernizaton of the KPRL by 2015,
including completion of projects that have commenced like development of a power
plant by December 2011 and conversion of the refinery into a merchant refinery by
January 2012 in order to make the refinery efficient and compettive.

o Further, government should amend the Energy Act in order to convert the KPRL into a
Merchant Refinery.

Dealing with Cartels in the Oil industry
e Government should operationalize the Compettion Act and establish a strong and
independent Competition Authonty to address the cartel-like tendencies prevalent in the
energy sector. The Authonty should develop regulations that restrict what each player can
and cannot do so that a single individual does not undertake importation, marketing and
operation of retail pump stations to prevent monopolistic tendencies.

Roile of Nauonai Oil Corporanon of Kenya
o The Ministry of Energy should define in clear terms the role of the National Oil
Corporation (NOCK) with regard to stabilization of oil prices and either close down this
function or ensure that it discharges this role effectively. This 1s in consideration of the
fact that NOCK is a state corporation which is guaranteed by statute (Energy Act) a
quota allocation of importation of petroleum products consumed in Kenya in each year
and therefore whose focus should be breaking even and not profit making.

¢ The Ministry should also review the Price Cap policy being implemented by the Energy
Regulatory Commission (ERC) and repeal section 102 (w) of the Energy Act to allow the
petroleum pump prices to be determined by market forces. However, Government
should ensure that the NOCK sells its petroleum products at a cost that is not profit-
driven but rather service-oriented.

Review the OTS
e The Ministry of Energy should review with immediate effect the Open Tender System
(OTS) of procurement of oil products to facilitate competition in the process and
therefore enable Kenyans to get the commodities at the best value from the market.

Increase Investment in Geothermal Power
e To reduce the cost of power in the long run, Government should strongly support
Geothermal Development Corporation (GDC) to increase geothermal power producton
so as to realize the projected capacity of 15,000 MW by the year 2030 as envisioned in
Vision 2030. GDC should be given prionty in this respect vis-a-vis other players like
KENGEN.

Taxes on Kerosene and Diesel

e To cut the burden of high cost of hving on low income IKenyans, government should

reduce the taxes imposed on diesel and zero-rate kerosene.
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6.1.1 The Oil Sub-Sector

By merely addressing inefficiencies inherent in the vanous players that consutute the
supply chain, and further by guaranteeing a stable and uninterrupted flow in  the said
supply chain, it 1s possible to considerably reduce the pump price of all the fuel categones

- kerosene, petrol, diesel and jet fuel.

Accordingly, to help rein in the escalatng cost of fuel and ensure consistency 1n supply both in
the short and long term, the following measures are recommended:

Kenya Pipeline

The Ministry of Energy should introduce and enforce suff penalties for storing products
in the pipeline for a longer duration than 14 days and 30 days for fuel meant for the
domestic market and the international market, respectively. The Ministry could
incorporate these penaltes in regulations under the Energy Act and published 1n the
Kenya Gazette.

The Kenya Pipeline Company should develop rules that ensure Ullage (space in pipeline)
1s shared between marketers on the basis of throughput.

The Government through the Ministry of Energy should urgently overhaul hine 1 of the
Kenya pipeline running from Mombasa to Nairobi as 1t has outhived its useful life and 1s

now a health hazard.

Strategic Oil Reserve

Government should urgently put in place measures to estabhish a strategic ol reserve to
cushion the country against fluctuations in the supply chain and external shocks such as
experienced during the Maghreb disturbances. The Committee recommends that
Government through the Ministry of Energy should enact legislation to establish a
minimum oll reserve quantity that must be maintained within the country in a manner

similar to the strategic grain reserve.

Efficiency at the Mombasa Port

The Kenya Revenue Authonty (KRA) Simba and the Kenya Ports Authonty (IKPA)
KWATOs systems should relate seamlessly and be made more efficient to reduce the
attendant costs that come with their inherent inefficiencies, which load unnecessary

additional costs on the final pump price of fuel.

Kenya Petroleum Refineries Limited

To further reduce costs as a result of extra demurrage due to o1l ships waiting for
inordinately lengthy penods to discharge at the single jetty available at Kipevu, the
Ministries of Energy and Transport should authonse the partner identified by the Kenya
Petroleum Refineries Limited (KPRL) to invest in the establishment of a second o1l jetty

in Mombasa.

Government has to expedinously make up its mind and determine whether to retain the
Kenya Petroleum Refineries Limited as a strategic nauonal asset or otherwise shut down
the refinery because in 1ts current form, KPRL 1s a hability to the tax payer and further
contributes to the high cost of fuel because of gross inherent inefficiencies.
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6.0

RECOMMENDATIONS

It should be noted that the twenty one (21) recommendations made 1n the preliminary
report dated June 7th, 2011 (see Annex 1) constitute part of the Commuttee’s
recommendations and should accordingly be considered alongside these

recommendations offered here.

The Commuttee strongly urges Government to move with expedition and implement
those twenty one preliminary recommendations 1n addition to the following final ones
that are based on analysis of the findings of the Commuttee:

Motion to revive Kenya farmers Association (KFA)

This Motion moved by the Chairman of the Committee on Cost of Living requested the
Government through the Ministry of Agnculture to extend a grant of Ksh. 1.3 bilhon to
KFA. The Motion was discussed and adopted by Parliament on Wednesday, 17 August
2011. The Committee therefore recommends that the Parhamentary Implementation
Committee takes over this matter to ensure the Government allocates this money to KEA

: | ] ] ) ] i
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Motion urging the Government to grant the Agricultural finance Corporation
(AFC) Ksh. 2 billion to enable it provide appropnate relief to both crop and
livestock farmers

The Committee prepared this Motion after listening to farmers around the Country and
establishing that many suffered losses as a result of the prolonged drought that affected
many parts of the country early in the year, 2011. AFC was threatening to sell their
properties as they were unable to repay the loans as agreed. This Motion which urges the
Government to extend to AFC a grant of Ksh. 2 billion was approved by the Speaker and
is awaiting discussion and adopuon by the House.

Motion urging the Government to stop privatization of the New Kenya
Cooperative Creameries (New KCC) until ownership of its assets 1s settled.

The Committee established after listening to dairy farmers in various 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 their shareholding in the new IKCC was never conclusively
determined and yet the New KCC was 1n the process of privatization. The Commuittee
through its Chairman therefore prepared this Motion which 1s pending before Parhament

for discussion and adoption.

6.1 Sector Specific Recommendatons

After concluding its program of public heanings, meeting various stakeholders and analyzing the

information it received, the Committee puts forward the following short term and long term

recommendations:
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The Commuttee was informed that as a result of the consumpuon of ilhcit brews, many
young people were not bearing children and many nursery schools in the County had
closed shop for lack of children to 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 traders.
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5.2.8

5.2.9

Kitui County

Kitar County with an area of 20,402 square kilometers and over one million people as per
the 2009 population census, 1s one of the counties in Fastern province currently made up
of six constituencies; Kitui Central, Kitw South, Kitur West, Mwingi North, Mwingi
South and Mutito and is home to the Akamba people.

The climate of the county is arid and semi arid with very erratic and unreliable ramnfall
resulting 1n occasional famine thus making the people in the county to depend on relief
food. The vast majonty of the economy however is based on subsistence farming, despite
the fact that the agniculture 1s an extremely challenging endeavor given the sporadic

rainfall.

The County 1s however blessed with a number of minerals many of which have not been
commercially exploited including coal, imestone at Mutomo, 1ron ore at Ikutha and
precious stones and there is therefore need for the Ministry of Environment and Mineral
Resources and that of Trade and Industrialization to work together to facihitate

establishment of factorics in the region.

Another resource found in plenty in Kitu and remains largely unexploited 1s the sun. The
reglon experiences very high temperatures and would be beneficial if the sun was
harnessed and used for electricity generation. This would reduce the cost of energy and

enhance the economy of the area.

The greatest challenge that the people of IKitui face is access to water. The region lacks
water and the committee noted that people were buying a 20 litre container of water
which would ordinarily cost Ksh.5 at Ksh. 20. The Committee noted that the Ministry of
Water and Irngation had began constructing dams in the larger Ukambani region 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 irngation purposes and therefore make the region food secure.

Nyeri

Nyeri County with a populaton of about 693,558 people according to the 2009
population census 1s one unique County which was home to some of the largest tea and
coffee farms in the country. These cash crops have since been uprooted by the local
communities due to their non profitability. The County is made up of s1x constituencies,
Nyeri Town, Othaya, Mukurweini, Mathira, Tetu and Kieni. The County hosts the
Arbedare National Park and Mt. Kenya hence a key tournst destination.

The Committee was saddened to learn that many young people in the County had

resorted to consuming dhcit brews one of which had been christened ‘Munyir’” which had
greatly affected their produclivnry. These brews have in the recent past led to the death of
more than twenty people from the neighboring Counties illustrating the magnitude of the

problem.
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The farmers 1n the County had challenges with the way the NCPB was conducang its
operations especially with regard to selling of the subsidized fernihizer and lack of buying
centers 1n the fields. It was said that the NCPB sold the government subsidized fertibizer
to a 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 1n the fields so
as to save the farmer the costs of transportation of the harvest to the NCPB depot.

Another 1ssue raised was the lack of quality certified seeds from the Kenya Sced Company
duning the plantng season thus compelling farmers to plant seeds from the past harvest.

Narok County

Narok County with an area of about 17, 944 square kilometers and home to the Maasa:
community, is one of the countees in the vast region of the Rift Valley. The County 1s
made up of three constituencies; Narok South, Narok North, Kilgons, fastest growing

towns

Narok County 1s among the country’s top tourist destinations as it 1s the home of the
Maasai Mara Game Reserve which has the seventh wonder of the world-the great
wildebeest migration. The County therefore collects massive revenue from Tounsm
totaling to about Ksh. 2 billion annually and 1s therefore ranked as one of the nichest 1n
Kenya. Narok 1s also renowned for large scale wheat and barley production in addition to
hvestock rearing. It s also the County that hosts the famous Mau forest which 1s now

threatened with destruction.

The farmers in Narok which is known to produce almost 60% of the wheat produced 1n
this country encountered many challenges in the 2010/2011 planting season and which
came about as a result of failure of rains, delay 1n getung ferulizers and good quality seeds.
This resulted in massive crop failure and one of the worst harvests the region has ever
gotten. The farmers who had taken loans from the Agricultural Finance Corporaton
(AFC) were therefore a wornied lot as AFC had threatened to auction theur farms to
recover the loan advances. The Comnuttee therefore decided to peution the government
through the Mimstry of Agriculture and Ministry of Finance to intervene and get the AFC
to write off the loans owed by farmers or renegonate with the farmers on how to settle

the debts.

Another key issue which needs urgent address in Narok County 1s the Mau Forest. The
Commuttee toured the Maasai Mara and was appalled by the site of a drying Mara River.
The Committee noted that the Task Force that was formed to oversee conservation of
the Mau forest had completed its work and Parliament had adopted its report and yet
nothing was being done to rehabuitate the water catchment thus threatenung the enure

ecosystem of the Maasai Mara.
Finally, the road network in the County 1s diapidated especially the road from Narok

town to the Maasai Mara. The Government should therefore take action to rehabilitate

the road to boost tourism 1n the area
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5.2.5

5.2.6

The Commuttee strongly felt that the Government could do more for the people of
Bomet by establishing muilk processing factories in the area so that value could be added
to the milk and therefore more money to the producer. The role of NCPB in mopping up
surplus grains in the market also came up as middle men were already 1n the town
purchasing maize from the farmers at exceedingly low prices as the farmers lacked places

to store the grain after harvest.

Uasin Gishu County

Uasin Gishu County is one of the bread baskets of this country. With an area of 3,218
square kilometers and an estimated population of 894,179 as per the 2009 population
census, the County boasts of large scale maize and wheat farming and dairy farming.

Farmers from the County expressed dissatisfaction with the way the government was
treating its farmers and particularly the role of the NCPB in the cereals sector. The
farmers stated that the NCPB supplied fertilizer to them late when they no longer needed
the fertlizer and vet they paid for it promptly. Another challenge was the price at which
NCPB was purchasing maize from farmers as it was very low thus farmers shunned
taking their maize to the NCPB. This the Committee 1dentified was as a result of the
Government fixing the price at which NCPB bought maize from farmers and the
management of the NCPB could only petiion the Ministry to review the price which was
a long uring 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 1n and

purchascd maize from farmers at an exploitatively low price.

Farmers, a majority of whom were members of the Kenya Farmers Association petitoned
the Committee to ask the government to revive the KFA as 1t was said to be an
institution 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 irrigation schemes in 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 is also another of the bread baskets of this country with large scale
maize and beans farming as the key economic activities. The County also hosts the
headquarters of the KKenya Seed Company Limited and a lot of seed farming 1s
undertaken there. With an area of square kilometers and an estimated population of
people as per the 2009 population census, the County 1s made up of three constituencies;
[Kwanza, Saboti and Cherengany. It1s a cosmopolitan County with many communites
having settled 1n the area but it 1s predominantly home to the Kalenjin and Bukusu

communites.
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5.23

5.2.4

Lamu County

Lamu County 1s another unique county in Kenya which the Commuttee wisited. The
County has two constituencies, Lamu liast and Lamu West and 1s composed of a number
of 1slands. L.amu 1sland has a natural deep sea and can have a port at which can anchor
larger ships than the Mombasa port without much dredging, thus the government’s plans
to develop a port in Lamu. This port if estabhished 1s set to open up the Lamu archipelago
and connect it with Turkana, South Sudan and Ethiopia. The 1sland has no motonzed
vehicles and transportation and other heavy work is done with the help of donkeys. The
County borders Somalia through IKiunga and therefore faces one key challenge; insecurity.

The County 1s largely sustained by tounism activines which have been threatened this year
by the high insecunty in the area lustrated by the kidnapping of two women toursts who
were staying 1n some of the resorts in the island in a span of three weeks, one Bnton on
September 11" and a French woman on 1" October. These kidnappings have resulted in a
number of western countnes issuing travel advisones to their citizens against visiang
Lamu. The Commuittee feels these acts by the Somali militants apart from being a
violation of Kenya’s integrity, amount to economuc sabotage as they will result 1n collapse
of the tounism industry in the County. The Commuttee therefore feels the Government 1s
not doing enough to protect the livelihood of the people of Lamu who are already
suffering as a result of the high cost of Lving.

Another disturbing 1ssue and which 1s likely to brew dissent 1s the 1ssue of land. The
people of Lamu are bitter that they have been demied ownership of their ancestral land

and they harbor feelings that other communities 1n Kenya are being given preference in
allocation of land and utle deeds 1n their ancestral land. The Commuttee therefore urges
the government through the Mirustry of Lands to immediately move into Lamu and
address the Land question because if left unaddressed it is likely to result in clashes as

expenienced in Rift valley.

Bomet County

Bomet County in the Rift Valley with an area of 1,882 square kilometers 1s made up of 4
constituencies, Sotk, Chepalungu, Konown and Bomet and is home to the Kipsigrs
community. Bomet is a agnculturally nch County with maize farming, dawry farming,
wheat and irish potato farming topping the list of the food crops grown 1n the County on

a large scale.

When the Commuttee visited Bomet in August, farmers had just harvested maize and mulk
and potatoes were in surplus production. The main challenge to the farmers was getng
these products to the market and getung good value for the produce. It 1s in Bomet that
the Commuttee heard of the term ‘maziwa sosa’ meanung that a farmer had to cajole a
consumer to buy his milk by offering a httle addion due to the large quantity that was

being produced
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Mr. Speaker, the main problems of the people of Turkana include the following:

a)

b)

Insecurity

The people of Turkana face frequent attacks from their neighbouring communites
among them the Pokots, the Toposa from South Sudan and Menille from Ethiopia. An
example of this insecurity 1s the killing of 21 Turkana men, women and children at
Todonyang by the Merile tribesman from Ethiopia early this year. The people also lose
their animals to cattle rustling and the police who are deployed in the area to protect them
are sometimes overpowered by the bandits who are better armed.

Drought
The area experiences very little rainfall but on the few occasions when 1t rains, it causes

floods leading to destruction of crops and livestock. This usually leads to serious food
shortages 1n some cases resuling 1n death of humans and hvestock.

Conclusion on Turkana

5.2.2

The Committee noted that Turkana County could develop and be the breadbasket of this
country 1f the government invested in irrigation schemes. This 1s because the region has
vast tracks of land which can support mechanized farming on large scale.

The Committee also formed the opinion that the Government has ignored the region 1n
terms of provision of security. Armed raids are popular in the County and large parts of
the County bordering neighbourng countries have been occupied by residents and
militias from the neighbourng countrnies. The Committee recommends that the
Government of Kenya takes all necessary steps to reclaim 1ts territory from foreign
occupation and frequent incursions.

Gwassi (Homa Bay County)

Gwassi is a constituency 1n Suba district and found in one end of the Homabay County. It
is a very productive area and is home to the Ruma National park. The constituency has
suffered marginalization over the years as the whole of the constituency has no inch of
tarmac road to facilitate transportation of people and goods.

The Constituency boasts of being one of the largest fish producers 1n Ienya but suffers
lack of access of this fish to the market due to lack of infrastructure. The area does not
have any fish processing plant thus leading to exploitation of the fishermen by middlemen
who come to buy their fish.

The Ruma National Park also contributes to the suffering of the pcnplc of Gwassi

because of the large number of tsetse flies in the park which attack and cause diseases in

Livestock and to human beings.
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therefore fast track prvanzation of these mullers to bring 1n the much needed capital and

technical capacity.
5.1.12 Employment/Labour Laws

From the vanous public heanngs, the Commuttee gathered information that incomes from
cmployment were low relanve to the rate at which prices of commodities were increasing. The
Comimmuttee established that an increase in minimum wages at this time would not solve the
problem of high prices as 1t would only lead to more job losses hence increase poverty.

The other main challenge especially 1n urban areas was the disrespect towards the employee by
the employers. This was especially so by the employers of Indian descent and more specifically 1in
the Industnal areas and the EPZs. The Committee learnt that the low cadre workers and casual
labourers are exposed to dangerous working environments with no protective clothing causing
them to suffer from strange allments the medical cost of which the employer does not cater
contnbuting to the high cost of bving. The Commuttee also learnt that some labourers had indeed
lost theur lives or parts of theur bodies without any compensation as a result of working 1n some

of these factories.

The Committee therefore feels that there 15 need to review the entire regime of Labour laws to
protect the Jow cadre workers and the Casual Labourers from exploitanon by investors.

5.2 Region-Specific Analysis

5.2.1 Turkana County

* Turkana County 1s unique county and an area of many contrasts. Turkana County with a
physical area of 177 square kilometers borders three different countrnes, Ethiopia, South
Sudan and Uganda. The population of the county 1s unknown considenng that the results
of the last populaton census conducted in October 2009 was cancelled due to unknown
reasons, a fact that has not gone down well with the local communities. Turkana North
has some semblance of road infrastructure 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 to Lodwar through which supples are delivered to the
area 1s 1n a deplorable situation. A distance that would ordinarily take you three hours
from Lodwar to Kutale for instance takes 8 hours and one requires police escort to travel
on this road. This 1s because of the fear of attacks from bandits in the area.

* Turkana South has irrigation schemes in some areas and dunng our visit in July 2011,
maize that had been grown in the Kainuk uniganon scheme was ready for harvesung and
the yield was plenty. On the other hand, in Lokichar, Kalapata and Lokor, the Commurtee
was appalled by the faces of hunger and the impact of the famune 1n this area was tear
rending. Children were malnounshed, women haggard looking and families in this area sat
wondering when the next batch of food relief would be delivered to them
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The Committee 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
security. The Ministry of Lands had not developed a proper Land Use Policy by August, 2011
which would regulate the zoning of areas and therefore protect arable land. The Commuttee
therefore feels there is need for a relevant legislaton on land to regulate land use apd- land

subdivision to sustain large scale farming.

Another key factor regarding land which the Commuttee established was lack of utles by many
farmers. This was either due to ignorance by the farmers or the Government had not adjudicated
those pieces, a fact that denied these farmers collateral that could assist them secure credit and
increase producton. In this regard, the Committee wishes to single out Lamu County where the
land question requires quick address as it 1s brewing animosity.

5.1.11 Sugar

The Committee established that there i1s a looming cnsis in the sugar sector. This should be
addressed through policy otherwise the precious commodity will be unavailable in the mntlet or
its price will be far much higher than the Kshs250 per kilogramme that Kenvans paid in the
months of August and September 2011. The Committee’s visit to SONY, Muhoroni, Mumuas and
Nzoia sugar factonies revealed that lack of adequate cane for crushing 1s the biggest challenge

facing the industry.

The Committee established that the shortage of cane has been worsened by the licensing of many
sugar factones like Butali in Malava and Kibos in the Nyando belt without due regard to the
regulations on distance between factories and the factories developing their cane. The Commuttee
further established that the Kenya Sugar Board had licensed other factories which similarly had
not developed any or inadequate cane including Sukan, in Ndhiwa (HomaBay County), and 1n
Trans Mara. This has resulted in unethical practices of cane poaching.

Even though the resultant competition for sugar cane by the sprouting millers has resulted in
increased price for the farmer to the tune of Kshs4,300 per tonne, it 1s making farmers to harvest
immature cane leading to low yields from the processed cane. Considering that focus has shifted
from cane development, the raw material 1s inadequate and these prices paid for cane are not
sustainable since it would result in closure of some companies hence monopolistic tendencies will
crop up.. Furthermore, there 1s soon going to be no mature cane to mull and the factories will lie
idle resulting is massive direct and indirect loss of jobs.

The Committee is of the view that this state of affairs is largely caused by the indifference of the
Kenya Sugar Board and it cannot be left to continue this way. Therefore, there 1s need to review
the Kenya Sugar Board Act, 2001 to incorporate good management practices and manage the
sector professionally to avoid the collapse of the sector. The new Kenya Sugar Board established
after review of the Act should further be given ‘teeth’ so as to ensure its instructions or

recommendations are complied with by the stakeholders
The Committee also established that the Government of Kenya owned sugar companies are il

prepared to cope with the expected ifung of the COMIESA safeguards. The Privatization

Commussion which 1s charged with overseeing privatization of state corporatons should
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5.1.9 High Cost of Health Care

The Commuttee having conducted public hearings in vauous 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 treatable. There are no ambulances 1n strategic
places in the country for emergency transfer of patients and hosputals are 1l equipped resulang 1n
patents being transferred long distances away just to access treatment. Medical personnel are also
inadequate especially in the remote parts of the country and essental medicines normally
unavailable in government hospitals thus patients are referred to pnivate pharmacies.

The Commuttee established that the Abuja Declaranon on Health requures that all governments
channel at least 15% of their national 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 Ministry not bemng
able to purchase adequate diagnostic faciines and equipment for government hospitals resulung
in late diagnosis of ilnesses especially the non-communicable diseases and hence increased cost
of treatment. The remuneration paid to government medical personnel 1s not as compettive as
that paid by the private sector hence lack of motivanon to do government work resulting 1n brain
drain by dissausfied personnel to other countrnes like Botswana, the US and Europe denying the

country the medical personnel needed.

The cost shanng introduced by the Government had also resulted 1n additional medical costs
because though registranon fees is munumal, the user fees like laboratory and x-ray costs taken
medical costs beyond the reach of many IKKenyans. The Commuttee estabhished that country had
concenuated so much on HIV Aids, Tuberculosis and malania at the expense of the non-
commuricable diseases like cancer, diabetes and heart diseases which were now accounung for
over 50% of the deaths 1n the country at the moment. That currently, 50% of bed capaaity n
hospitals 1s occupied by patients with non-communicable diseases which take longer to heal and
require much more resources to diagnose and treat. There was therefore need for massive
investment 1n the non communicable diseases especially in diagnostc and treatment equipment

and 1n prevenuve care.

The Commuttee established that the only sustainable solution to the above problems and the
panacea to healthcare financing is the development of a Social Insurance Scheme which would
ensure all Kenyans have access to medical care urespective of economic status. The actuanal
study undertaken by Alexander Forbes on the state of NHIF had indicated that the NHIF was
the only insurer wath the infrastructure to implement the social health insurance countrywide and
that 1t had undertaken major reforms which had enabled it be the most efficient insurer in
reimbursing service providers. It established that it would take a person to contnbute Kshs.
12,000 annually to NHIF to get comprehensive insurance as compared to a mummum of Ksh.
87,000 by puavate insurance companies hence viability of the scheme

5.1.10 Land

The Commuttee established that many large scale farmers 1n the bread basket areas were
subdividing their lands to uneconomical sizes at alarmung rates while some who felt maize
farming was non-profitable were converung the arable land to non-agnicultural uses ke

residennal purposes contnbuang to the reduced farm yields
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retail level without addressing the high cost of producuon and other costs down the entre supply
chain would not offer a permanent solution to the crisis. The Commuttee further noted that the
Competton Act which had been enacted to replace the Monopolies and Restrictive Trade
Practices Act would be the best option to address the cartel like behavior and enhancing free flow
of market information to empower the consumer with knowledge.

51.6 Taxation of Constitutional Officeholders

After conducting public hearings in all the areas the Committee visited, one thing was clear; that
the Kenyan citizenry wanted all Kenyans to pay taxes on all their incomes and especially so for
Members of Parliament. The Commuttee after consultations with the Kenya Revenue Authority
established that if all constitutional office holders (among them Judges and Members of
Parhiament) paid their PAYE taxes, an addiuonal Ksh.670.1 million will be avalable to the
exchequer annually. The government could use such additional funds to subsidize the cost of
inputs to farmers to help the country avert the food shortages that are experienced regularly.

5.1.7 Cost of Running Government

The Committee established through public hearings that government expenditure remains high
citing expenditure on foreign and domestic travel. This has been exacerbated by the large number
of cabinet ministers and assistant ministers 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 in the Office of the Prime Minister and the Clerk of the
National Assembly established that there had not been a significant increase 1n size of the public
service to result in a strain on the economy, though there was admussion that the large number of
Ministers and their assistants and the agitation for better remuneration from public servants was
impacting on the wage costs.

The Committee established that if the Government put in 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 Prme Minister and the Vice President on official foreign functions should be
rationalized to reduce the travel expenses.

5.1.8 Social Safety Nets for the Most Vulnerable

The Committee believes it is important for Government to explore nnovative means of
cushioning the most vulnerable segments of the population most affected by poverty, who suffer
the brunt in circumstances such as the country finds itself in today, 2011. The Commuttee 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 to
implement tax breaks because tax breaks would result in reduced revenues which would affect the
capacity of Government to provide essential services. The Government should however ensure

enhanced governance in the operation of such a system to prevent abuse.



the hapless KKenyan consumers. The Commuttee further established that the Simba system was
down mostly on Fndays as weekends approached resulung in switching to the manual system to
facilitate corrupt practuces The Kenya 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

1s eventually passed on to the consumer.
5.1.5. Effectivencss of Price Controls

The Committee established from the majonty of the public hearings 1t attended that the Kenyan
public 1s greatly overburdened by the nising cost of essential goods and wants the Government to
reintroduce price controls on these commodities 1n order to cushion them. The Commuittee
agreed with the public that the pnces of essential commodities had nsen to unprecedented levels
which could be attnbuted to exploitauve business practices of traders and cartel like behavior.

The Commuttee considered whether fixing prices at the retail level would be the panacea to the
problem of high cost of commodities In considering this issue, the Commuttee was remunded
that price controls had been implemented before in this country but abolished in the early 1990s
through the infamous strucrural adjustments programme (SAPs) due to the many challenges 1t
presented. Discussions with experts from KIPPRA and the consumer lobby group, COFEK
estabhshed that the introducnon of price controls has more disadvantages than benefits. The
Comnuttee estabhished that introducnon of pnce controls 1in a iberalized economy like Kenya’s

would provide the folowing challenges:

Market distortions

This anses from the fact that producers who feel that they are not making adequate returns from
their products will either stop production of the same or sell 1t via another root thus resultng 1n

shortages.
Hoarding of essential goods and promotion of black market trade

Many traders 1n a pnice controlled economy tend to hoard products to create artificial shortages
which then push puces up before they can sell at abnormal profits. The resultant phenomenon 1s
unofficial/black markets where common commodities disappear from the official market but can
be obtained from the backstreets. This scenano 1s more harmful to the common man than the

free economy where the interacuon between demand and supply determine the prnce.

The Committee was given an example of the telecommunications sector which has grown in
leaps and whose costs have declined drastically due to competition yet the Government has never
intervened with price controls. The Commuttee compared the situation with the goings on in the
energy sector where before the introducton of the ERC puce capping regulations, fuel was
trading at a cheaper pnice in Western and Ruft valley but this changed thereafter and that the price

has kept on increasing since that introducuon

The Commuttee considered in detall the informauon and data given by KIPPRA and the Central
Bank of Kenya on the implicatons of the reintroduction of puce controls and concluded that this
move would be counterproducuve for the economy and only hurt the already burdened
consumer. The Commuttee was convinced that fixang of prices of the essental commodiuies at the
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foreign currencies and due to the great dechne in value of the KKenyan currency to the dollar, this
has resulted in high cost of power as the forex losses are eventually passed on to the consumer.

5.1.3 High Inflation and Depreciation of the Kenya Shilling

The other reason for the establishment of the Committee on Cost of Living was the runaway
inflation which had risen from 5.42% in January, 2011, 9.19% in March to 12.95% in May, 2011.
The infladon rate continued to rise afterwards hitting a high of 16.7 in August 2011. The
Committee was reliably informed by the Central Bank that 88% of the inflaton rate in May, 2011
was attributed to changes in the prices of items in the food, transport and housing sectors.

The committee also established that the high cost of inflaton without a corresponding rise 1n
incomes has seriously eroded peoples purchasing power thus leading to many Kenyans living
unbearable lives. The Committee also established that the depreciaton in the value of the Kenyan
currency against major currencies especially the dollar 1s another factor that has led to the high
inflation rate contributing to the unbearable cost of living. This 1s because Kenya 1s a net
importer of goods especially food products, petroleum products and manufactured goods.

The Commuittee during its interaction with the Central Bank of Kenya established that the other
reason for the depreciaton in value of the Kenyan shilling 1s the speculative actions of Banks
especially those operating across the borders of the East African countries. The Banks were
buying the dollar and selling it in other East African countnes at a higher profit.

The Committee however concluded that the buck stopped with the Central Bank of Kenya n
ensuring stability of the Kenyan currency. That 1t 1s the CBK which has the statutory mandate of
ensuring macroeconomic stability and monetary policy regulation and that it had falled miserably
in this regard.

5.1.4 Inefficiencies at the Port Of Mombasa
Interference with the KRA Simba system

Inefficiencies in the KRA Simba system substantally contnbute to the cost of clearing goods at
the port, hence high consumer prices. The committee established that the KRA’s SIMBA system
has had serious operational challenges and especially so in the month of May 2011 when 1t was
down 60% of the ume affecting operations at the Port of Mombasa.

The failure of the Simba system 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 dnvers were forced to
sleep 1in the vehicles for all this time as each truck has a drniver assigned to 1t in the system who
has to deliver the poods to the expected destination. The same driver after being cleared at the
port would be forced to spend some time off in order to have sufficient rest before embarking on
the journey or may be forced to rush to deliver the goods despite the fatgue, since they are
normally behind schedule, a fact that could be responsible to a majonity of the acaidents on the

roads.

The frequent falures of the Stmba system also delays clearance of goods at the port resulting in

unnccessary demurrages which finally adds to the cost of commodiues hence a heavy burden to
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Transparency of the Open Tender System (OTS) of procurement of imported oil and
petroleum products
The Commuttee established that the Minustry of Energy operates an Open Tender System for

procurement of fuel by markecters into the country. The Commuttee noted that the systemn,
though meant to ensure compentve bidding, has certain hmitatons including promotng

collusion by the bidders and that 1t may not be very transparent as 1t appears to be.

Role of NOCK in stabilizing oil prices

The Commuttee 1s concerned that the National Od Corporauon of Kenya whose functions
include selling petroleum products in the market with a view of stabilizing the prnice of fuel has
falled 1n this key funcuon considenng that in some outets, NOCK was selling fuel at a higher

price than 1n some commercial marketing outlets.

Presence of cartels in the energy/oil sector

The Commuttee established that some marketers exercised some monopolistic tendencies thus
being able to determune prices of fuel. The Committee noted that some importers of fuel were at
the same time o1l marketers and stll operated filling stations thus controlling prnces. The
Commuttee 1s concerned that some marketers which controlled a large share of the market
sometimes refused to parucipate in the Open Tender System of procurement of imports with the

object of destabihzing supples.

Reasons for high cost of electricity

The Commuttee after meetung the management of KENGEN, Kenya Power and the Geothermal
Development Corporauon (GDC) established that the cost of electnc power had also nsen to
unprecedented levels contnbuting significantly to the high cost of products, which cost 1s
eventually passed on to the consumer.

The Commuttee also established that the total installed capacity of electrcity in the country 1s very
small at 1,611 MW only compated to a country like South Africa with a capacity of 4,500 MW
and that 48% (781 MW) of this installed capacity 15 composed of hydro generated power. The
Commuttee further established that Masinga dam 1s the single biggest reservoir for hydro energy
generation but that the rains had not been good since 2007 when it was last full, thus

necessitaing power rationing.

The Commuittee was reliably informed that as at the month of August, 2011, the country had
resorted to generaung most of its electricity from Thermal power which was very expensive
considenng that 1t required a unlization of a lot of fuel and fuel costs had nsen thus the hugh cost
of power. The Commuttee established that the highest contubutor to the high cost of electncity
per unut was the cost of fuel accounting for 46% of the cost per unit followed by the Energy cost

accounting for 38% of the cost.

The Committee also established that the electncity generating companies had huge debts duc to
loans from Japan and Amernca taken for capital investments. These debts are now paid in the
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also operates storage facilities. The pipeline from Mombasa to Nairobi and Natrobi to Western
Kenya operates at maximum capacity but this capacity 1s less than the esumated demand. There
are 42 o1l marketing companies that participate 1n the importation of petroleum products 1n
Kenya. The Commuittee established that the Mombasa-Nairobi pipeline (Line 1) which 1s the
major KPC line 1s 33 years old and according to the June 2010 in-line nspection survey, the line
1s substantially corroded both internally and externally thus resulting in occasional spillages.

The Committee established that some oil marketers use the pipeline for storage of oil thus
clogging the system and resulting in other ships which wanted to discharge their cargo to incur
unnecessary demurrages, which costs are subsequently passed on to the consumers. The
Committee further established that some oil marketers imported products before thewr turn and
kept them 1n the sea for speculative purposes. A visit by the Commuttee to the KPC Kapevu Ol
Storage Facility in Mombasa established that there were two ships at the port belonging to Kenol-
Kobil (they had the OTS for May) that had brought in ol consignments before their required
dates and with the knowledge that they had not been allocated the ullage (space in pipeline) for
that time.

The Committee alen ectahliched that the Al Qnrlnctry ctakehnlderc had met at a mPPring ronuvened
by the Minister 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 domestic use
products in the pipeline and 30 days for transit cargo. The Minustry of Energy was also required
to immediately introduce legislative measures to enforce these requirements including Imposing
stuff penalties for any player who violates the rules.

Effectiveness of the ERC Price Cap regulations

The Committee found out that the current ol prices are determined by ERC through a formula
gazetted by the Minister for Energy in December 2010. From the public hearings with Kenyans
away from Nairobi 1t was clear that the oil price regulation has changed the dynaimics of fuel price
such that fuel is currently more expensive in Rift Valley and Western parts of the Country than 1n
Nairobi unlike the situation prevailing before the oil price controls were put in place in December
2010.

The Committee also noted with concern that since the ERC price cap policy was introduced, the
retail pump prices of fuel have been increasing every month raising the question of whether they
were serving their intended purpose. The committee established that cartel like tendencies exist
among the o1l marketers resulting in occasional shortages as was witnessed in the 1" week of May
2011 when petrol stations ran dry for a week. Given that there is no fuel price control in
neighboring countries like Uganda some marketers would opt to sell their o1l products in such
countries to make better profits while starving the Kenyan market where margins were capped at
<sh.9 as at that time. It was also established that some marketers which controlled a large market
share abstained from participating in the Open Tender System resulung in the shortage of o1l

supplies.

The Committee therefore concluded that the ERC price cap regulations 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 strategic o1l reserve, marketers purchase ol at
low puces and keep 1t with the hope that prices will increase before they unload the ol cargo at
the port at the higher prices. The Commuttee further established during its visit to the Kipevu
Jetty on 4”‘June, 2011 that there were four ships in the seas waiting to discharge oil belonging to

one marketer.

The Commuttee however noted that the supply constraint was a global 1ssue considening that the
United States of Amenca was expenencing the same challenges and the President Obama had
ordered a release of millions of htres from the Strategic 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 Refineries Limited (KPRL)

The Kenya Petroleum Refineries Limited 1s a state corporation licensed by the Energy Regulatory
Commussion under the Energy Act. The Refinery processes crude oil on behalf of Kenyan oil
marketers based on their local market share. The Commuttee established after meeung with the
ol industry stakeholders including the management of KPRL and tounng the faciity in Mombasa
that the refinery’s inefficiencies was contributung to between Kshs 5-10 shilings on a lLite of

petrol.

The Committee was informed that since 1974, the Government had not channeled any
investment to the refinery and most of its machinery had aged contnbuung to the high cost of
production yet KPRI. produces 38.9% of the national 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 litre while 1n May 2011, products
from KPRL were cheaper than imports by Ksh 1.00 per litre indicating that the refinery could

just be a good investment if well managed as a natonal strategic asset.

The Commuttee further established from the Mimuster for Energy and KPRL management’s own
admussion that the company was not economucally viable 1n the current state and unless the
planned upgrade and modernization 1s undertaken on ame, then 1t would be prudent for the
government to shut down the company. The Commuttee also established that the refinery faced
challenges relating to frequent power blackouts as they relied on the natonal gnd for the same
resulting 1n mterruptions in product supply and water supplies disruptions. The Comrmuttee 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 requred for upgrade of the

refinery.

The commuittee also heard that the jetty currenty 1n use 1s also aged and beyond 1its lifespan
resulting 1n occasional closures due to structural faults. The lack of a second jetty to be used for
berthing of petroleum ships 1s another great challenge at the port which results 1n ships incurring
extra demurrages which then pile up to push up the cost of final o1l products to the consumers.

Challenges facing the Kenya Pipeline Company

The Kenya Pipeline Company (KPLC) 1s a state corporation jomntly owned by the Government of
Kenya under the Minustry of Iinergy, strategic investors and the pubhic through Nairobr stock
exchange The prmary mode of transport for fuels in IKenya 1s through the pipeline, though KPC
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5.1.2 Energy

When the Commuttee on Cost of Living was formed in May, 2011, the retail pump price of petrol
was 1<sh.115.35 in Nairobi and all indications were that it would conanue nising. The Commuttee
on 26" May met o1l industry stakeholders in Nairobr among them all the major marketers and the
industry regulators to establish the reasons for the sharp nise 1n o1l prices.

The Committee established that the unprecedented high petroleum pump prices 1n 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 International price of petrol

The Committee established that the demand of fuel in the global market had nsen as a result of
the economic recovery after the global economic meltdown of 2009/2010 and the demand from
the highly industriahzed countries like China and India. The supply of the commodity was also
affected by the unrest in the North African region and the Middle East and the war in Iraq.

The international crude oil prices had also increased gradually from January, 2009 but the increase
accelerated between January and Apnl 2011, In May, 2011 when the international price of crude
oll was USD 112.848 per barrel, the price of petrol was [<sh.115.35 and diesel was Ksh.108.20
compared to the price of the same in July 2008, when the international price of crude oil was
USD. 137.35 and super petrol was then trading at Ksh.109.50 per htre. The Committee however
established that the retail pump price from May, 2011 was at a higher price than during past
challenges. The Committee further heard that increased freight cost due to pirates’ activities in
the Gulf of Eden has contributed to the high cost of the final oil products.

Depreciation of the Kenya shilling relative to the U.S dollar.

The Committee established that the imported petroleum products are paid in US Dollars yet over
the period from Apnl when the shilling was trading at KES 83.49 to the dollar, i1t has been
depreciating in value hitang the kshs. 95 mark for most of the July and August 2011. By the end
of day on 28th September, 2011 when the committee was writing 1ts report, the shilling was
trading at a low of Ksh.104 against the Dollar.

Lack of Strategic Oil Reserves

The Committee noted that the international price of crude o1l 1s volanle and the supply of the
important commodity 1s not certain. The Committee further established that the country lacks a
strategic o1l reserve to cushion the country against supply fluctuatons and the volaule global
prices, a fact that has been responsible for the frequent increase in oil prices when international

prices Increase.
The Committee established that there 1s no legal provision on the amount of o1l reserves the

country should have at any one ume and despite statements by the government that 1t intended to

establish a 45 day strategic reserve nothing had been done to implement this plan.
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c)

The Commuttce further established that the NCPB buying centers were at very lon'g
distances from farmers and thus the high cost of transporting their maize to the NCPB
discouraged them from doing so hence exploitation by muddlemen who came for the

maize from the farms.

Lack of a Platform for farmers to engage-Resuscitate the Kenya Farmers Association

The commuttce established that farmer’s problems have been aggravated since the
collapse of strategic insotutions such as; the Kenya Farmers Associanon (KFFA) and
Natonal Miling Corporaton among others. KFA was instrumental in helping the
farmers to access farm inputs and market theu products as 1t had depots in all gran
growing regions and 1n the remote parts of Kenya unlike the NCPB where these services
were dispensed.

The Commuttee estabhished that IXFA owed huge debts to the Barclays Bank of Kenya
and Nauonal Bank of Kenya which were as a result of mismanagement. The Commuttee
however noted that a Mouon moved by 1ts Chairman on 17* August, 2011 requunng the
Government to wrte off loans owed by KFA to NBK had been adopted by Parhament
and supported by Government and was hopeful that the Ksh.1.3 billion the Government
agreed to advance KIFA would be done promptly to revive the insutution.

Availability of Certified Secds

a)

b)

The Commuttee established after meetings with maize farmers and the IKenya Seed
Company Limited that there had indeed been a shortage of certfied seeds 1n the country
in the year 2010 and during the 2011 planting season.

The Kenya Seed Company admitted to having supplied 15% less than the normal
capacity. This 1s because the Kenya Seed Company which 1s mandated to develop these
seeds had made a wrong strategic decision to cut down seed production in the last three

years of 2008, 2009 and 2010.

The Kenya Seed Company further lacks sufficient land on which to grow seeds as it has
to hure from pnvate farmers who sometimes decline to grow seeds due to the low returns
of the seeds. It was further estabhished that the Kenya Seed Company had enough money
to purchase huge tracks of land and had decided to purchase the 1,800 Gatatha farm 1n
Kitale to enable them grow their own seeds but this was hampered by the bureaucratic
deasion making process which required the authonty of Government before such a move

could be executed.

Over rchiance on rain fed agriculture

The Commuttee estabhshed that the government had concentrated wrngaton agriculture in
and and semu and areas where farmung was not the main economuc actavity of the area and
ignored those tradional bread baskets of this country which are left to rely on rain that s
sometmes erratic as had occurred this year, 2011 resulung in crop failure.
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Kenya a grant of 4,000 bags of maize which was tn the high seas and that this maize 18
normally sold to recoup the cost. The Commuttee recommended that the government
considers selling this maize to educational insttutions to cushion them against the high

cost of maize and possible eatly closure of schools.

The Committee noted that the factors discussed below had also contnbuted 1in one way or

another to the scarcity of maize or the high cost of the commodity:

Availability of Extension Services to farmers

")

The Committee established that farmers no longer receive education or sensitization from
agricultural officers as was the case before resulting in low crop yields. The Committee
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 fertilizer to
apply to the crops and the fertlizer mix appropnate for the soil type, a factor that has
greatly affected the product yteld per acreage of land hence the food insecunty.

Availability of farm Inputs to farmers at affordable prices

~\
ay

b)

‘The committcc cstablished that the costs of farm inputs are very mgh for ali cerea
farmers. This cost accounts for a big part of the final output cost. The cost of fertilizer
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 fertilizers at Ksh.2,800 while
the same were being sold in the market at Ksh.4,200 and Ksh.3,200 respectvely. This
made farmers who could not afford these fertilizers to plant without using the same

hence the low crop yields expected in 2011.

The Committee noted that the cost of ploughing and harrowing land was prohibitive
considering that the price of diesel was always nsing and cost of hining a tractor was also
high, factors that discouraged the farmers from using these effecuve methods of farming.

Inefficiencies of NCPB

a)

The Committee 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 middlemen have already began exploiting them. The said funds are usually
released in small batches which are not adequate for the NCPB to mop up surplus maize
in the market. The Committee also established that one other challenge the NCPB faces
15 the fixing of prices at which the Board purchases or sells maize from farmers and to the
public. This price setting 1s through a rather bureaucratic process and sometimes the price
at which the Board can purchase maize 1s far much lower than the market price thus
discouraging farmers from selling maize to the NCPB.

The Committee investigations also revealed existence of corrupton and cartel lke
tendencies at the NCPB where the Board rejected the maize delivered by some farmers
on grounds that 1t had a high moisture content but when a middleman buys the same
maize from the farmer and sells it to the Board 1t 1s accepted. Interaction with farmers
and members of the public also revealed that the subsidized fertlizer from NCPB s
usually sold to a few pcople who are not even farmers who then sell the fertulizer to

farmers at higher prices contnbuting to the inc reased cost of producton.
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g)

was retatling at Kshs 110 in Kitale, Kshs 105 in Eldoret and Kshs115 1n Kisumu and
Ahero towns. These are the highest prices for maize in years, making 1t highly doubtful
that farmer would hold onto ther maize 1n the face of such incredibly good returns,
especially when one considers that at harvest ime prices averaged Kshs 800 for a 90 kg
bag. Whatever little stocks farmers were holding was merely for their domestic use. The
Commuttee did not come across any discernible proof that farmers or maize traders were

hoarding maize.

Subsequent visits and public hearings by the Committee to Bomet and Narok on 24" July
and 25" July respectively established that though the South Rift region was harvestng
maize, the harvest was way below the normal yield by over 40% as the region had
suffered crop failures due to fallure of rain during the planung season and lack of
availability and poor quality of seeds. Maize was suall trading at between Kshs. 100 - 110
and the price was not expected to drop further.

Visits to mullers 1n various parts of the country reinforced concerns that there was a
looming shortage of maize. Unga Millers in Eldoret had maize to mull for only 8 days as at
Friday 27" May, 2011. United Mullers in Kisumu had already shut down therr maize
mulling business as at Monday 30 May, 2011 due to maize shortage. Mombasa Maize
Millers were operating at 30% capacity and were only being sustained by the hitde maize
tnckling 1n from Uganda and Tanzarua in the face of negligible local supply, and as at
Friday 3" June, 2011 they had maize stock to last no more than 3 days of mulling.

The Commuttee established that while tmportation of maize may seem to be the only
route out of thuis conundrum, it was important to note that the Commuttee also
established that the international maize market was also constrained with prces equally
high, and so importation would only stabilize supply but not reduce cost. Regionally,
Malawi and Zambia were said to be the only countnies with non GMO maize but the local
mullers were of the view that logistics of importing from there posed great challenges and
the landed cost would be prolubitve. The Commuttee established that the maize that
would be most accessible as at June 2011 on the internatonal market would be from
South Africa - but that would in all hkelihood be Genencally Modified (GMO) stocks.
Government would therefore need to decide whether or not to import GMO, and of
course duly inform Kenyans of that decision. South Africa was supplying Mexico with
maize as the US maize market was also constrained. Yellow maize was however available
on the world market and the government could consider that as another option.

The Commuttee further established that when school Boards of Governors made budgets
at the beginning of the school year 1n January, 2011, maize pnces averaged Kshs 1,800
With this doubling to over Kshs 3,600 in just five months, budgets of boarding schools
were thrown into a spin, leaving the institutions facing the very real nsk of early closures
As 1t were, many boarding schools closed early dunng the second term (]uly//\ugusl
2011) and some 1ncreased the fees for third term to cover the deficit casting a further

burden on the parents.

During 1ts meetung with the management of Gramn Bulk handlers Limited and a
subsequent meeting with the Head of Public Service and Secretary to the Cabinet, the
Commuttce cstablished that the Government of Japan had given the Government of
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5.0

ANALYSIS OF FINDINGS

5.1 Issue-Specific Analysis

5.1.1 Cereals Sub-Sector

a)

The Committee after visiting the breadbasket Counties of Uasin Gishu, Trans-Nzoia,
Narok and Bomet established that indeed the shortage of maize in the country was
serious and that the problem would persist until the end of this year, 2011. This 1s because
the rains had failed during the plantng season in March after the farmers had planted as a
result of which many crops had dned up. Furthermore, the farmers did not access the
maize seeds on time and the seeds on offer from the Kenya Seed Company were of a
variety that they were not accustomed to thus many ended up planting seeds from their

past harvests/recycled seeds.

Discussion with farmers in Eldoret, Kitale, Narok and Bomet also disclosed that fertilizer
for planting (DAP) from the NCPB stores reached the farmers late when they had already
planted and thus the cxpcucd harvest would be tar much below the normai yicid. The
Committee also established that many small scale farmers could not access the subsidized
fertilizer from NCPB even after paying for it as the large scale farmers usually purchased
all of it and that some cartels existed which bought the ferthizer from NCPB at the
subsidized prices and sold it to farmers at high prices.

A spot check at the National Cereals and Produce Board (NCPB) Eldoret depot
conducted by the Committee in the company of the NCPB top management on Friday
27" May, 2011 confirmed that the board was holding a total maize stock of only 3.2
million bags as Strategic Grain Reserve (SGR). This maize was way below the required
threshold of 4 million bags of maize in the SGR and could not therefore be sold
commercially to millers or the public as the commercial stocks had been exhausted and
part of the stock was meant for famine relief for the drought stricken areas. The
Committee was reliably informed that the country consumes approximately 3 million bags
of maize a month and even if the NCPB was to release all the maize in 1ts stores, 1t would
only feed the country for one and half months.

The Committee made impromptu visits on Saturday, 28" May, 2011 to two warehouses
belonging to major maize traders in Kitale — Kitale Main Millers and Shalom Enterpnises,
to establish the levels of their maize stocks and whether the traders were gettung any
substantial amount of maize from local farmers. The Committee found that Kitale Main
Millers had a stock of 5,000 bags of maize against a capacity of 15,000 bags, all of which
had been sold and was being packed for transportation to the owners, while Shalom
Enterprses had 3,000 bags against a capacity of 10,000 bags. Each was operating way
below their capacity. Both traders indicated that they were offering farmers the
unprecedented high prices of IKshs. 3,400-3,600 per 90kg bag of maize but were
categorical that even at that price, there was very hitde maize tnckhing in from local
farmers. They were now getting maize beyond the country’s boarders - 1in Uganda and
Tanzania yet Tanzama sull had the embargo 1imposed on exportation of maize. It was
further established that i the same period that a two-kilogram tn of maize (gorogoro)
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v1)

Vi)

vi)

1X)

x)

x)
xu)

xu)

xav)

The salary of majonty of Kenyans has remained the same yet price of essennal
commoditnes has nsen so much thus the need to rase salanes of employees to be
commensurate with the increase in commodity prices.

That the expected Port of Lamu should benefit the local communities and the locals
should be involved 1n discussions and decision making on 1ssues to do with this port so
as to promote buy in and support by the locals.

There 1s need for the government to invest in ungation to ensure farming actviues take
place throughout the year so as to ensure food security as there are many untapped nvers
at the Coast.
The road to Lamu from Mombasa 1s 1n a deplorable state thus contnbuung to high
transportation costs which then contnbutes to the high cost of commodiues.
Lamu lacks a recreation centre for children to play as land has been grabbed by private
developers including Fish landing sites which have been grabbed by people. The
government should revoke ttles to these illegally acquured parcels of land.

That the people of Lamu should be allowed to harvest mangrove forests for commercial

purposes.
That the people of Lamu do not have ute deeds to lands yet these people are

tradinonally farmers

That the Government brought members of the Kikuyu community at Mpeketoru and
assisted them to undertake farmung acovites. Further the government has in a
discominatory manner developed infrastructure in the area to the exclusion of Lamu thus
marginalizing the indigenous people of Lamu For instance, the hospital in Mpeketon 1s
better equipped than the King Faad Memonal hospital which 1s the district hospital 1n
Lamu.

That insecunty in the area is hugh and the Government was not interested 1in providing
secunty in the area thus threatening the only economuc actvity in the area; tourism. That
Al Shaabab mihna from Somala had been allowed to roam freely in the county
threatening people and tourists and discouraging business actuvities.

73



<)

That farmers in the North Rift would be harvesting wheat startung 1n October and that
the Commuttee should help it lobby the Government to release funds to it early to enable

it purchase the wheat from farmers early to reduce explonation by muddle men.

The Kenya Seed Company representative who was present explamned that this year, the Kenya
Seed Company had planted enough seeds and therefore they will not have any shortage.

The rcprescntative of the Agrlculmml Finance Corporation had this to say:

a)

d)

4.0.17

That AFC’s role is to ensure that farmers have adequate capital to undertake farming and
that during the current year, 2011, AFC had advanced about Ksh. 160 milion to wheat
and maize farmers.

That a big challenge 1n farming was lack of market linkages and linkage with NCPB that
would ensure that when farmers have harvested, they could be given farm inputs like
ferulizer and seeds against 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 avold aucton
of their property.

‘I'hat the AFC also has tunds to tinance value adding activities to the farmer which 1s

rarely utihized.

Lamu Public Hearing

On 17" September 2011 the Committee held a public hearing 1n Lamu at the Lamu Fort. The
object of the Lamu hearing 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 Constitution provides for vanous
land tenure systems which can benefit the locals. The following views were received from the

public:

The Committee heard that;

)

i)

v)

In the month of August, the Committee on Lands visited Lamu to investigate the land
question and the people of Lamu gave their views including memorandum on what they
felt the government should do and that they now needed feedback and not another
parliamentary committee.

The government forcefully removed the local community (the Bajuni) from their lands on
the pretext of them being shifta militia and brought in foreigners (mostly Kikuyus) to
their lands and that the land in Mpeketoni from which the local communities were evicted
was divided into schemes of which 90% was allocated to foreigners (Kikuyus) and only
10% went to the local communities.

The government has been discriminating against the local communities in land allocation
as 1t gave Allotment letters to the locals and only gave them 90 days to process utles or
else it takes back the land which it then allocated to foreign communities.

The government should introduce puce controls to cushion Kenyans from the high
prices at which essential commodities are sold to them.

Sugar from Somalia which has an unstable government gets to Kenya through the

[Kismayu border at a far much cheaper price than sugar pr()ducod locally.



)

That the Government should restrain from zero raung mmports of wheat and maize at

harvest ame.
That farmers lacked storage facilines for theur gramns after harvest which made them

vulnerable to sell their maize cheaply after harvest.

The Government should develop and implement measures to prohibit harvesung of
green maize as this was contrnibuting to food scarcity 1n the country.

That loans owed to AFC by farmers keep earning interest even after farmers have
delivered 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 1n 1979 yet 1t was encouraging farmers
to grow food crops. There is need for the Government to remntroduce GMR and
insurance against crop failure.

That there 1s a reason why the Agranan Revolution preceded the Industrial Revolution as
no country in the world can be successful without being able to feed 1ts population. There
1s thus need for the government to invest more 1n the Ministry of Agniculture 1n order to

ensure the country 1s food secure.

The Chauman of the Commuttee and the other commuttee members present responded as

follows

a)

b)

That he had promused to push for revival of the Kenya Farmers Association due to its
importance to farmers and that he had moved a2 Motion in Parliament urging the
Government to allocate Ksh. 1.3 billion to the Kenya Farmers Association for its revival
which Motion was discussed and adopted by parhiament on 17 August, 2011

That after meenng farmers in Narok, many of whom had taken loans from AFC for
maize and wheat production and had been unable to repay the loans because their crops
had faled and AFC had wrntten to them threatening to auction theur farms, the
Comumittee resolved to move a Motion urging the Government to allocate Ksh. 2 bilhon
to AFC to undertake 1ts work and also urging that AFC waives the loans or interest on
loans owed by the farmers. The Chairman however requested the farmers who have AFC
debts to go negotiate with AFC so that the repayment schedule can be adjusted.

That the Commuttee will seek to secure the interests of the dairy farmer unul the question
of the property and assets of the farmer in the New KCC are ascertamned He assured the
farmers that the Committee would be fihlng a Moton in Parhament seeking to stop
privauzation of the New KCC untl the status of assets and shares of farmers therein are
determined.

That there was need for structured engagement between the Government and farmers
akin to the Pnme Minster’s Round Table with Private Sector to ensure that the policy
formulators and implementers come up with laws and policies that are in sync with

current happenings.

The Regional Manager of NCPB stated as follows:

a)

b)

That the Government had increased the price at which the NCPB would buy maize to
farmers to Ksh.3,600 which was a good price and he urged farmers to take their maize to

NCPB as 1t now had money to purchase the maize.
That the Warehouse Receipting System was a good policy and that farmers were
encouraged to adopt 1t. However, that the NCPB management would be visiang farmers

to explain to them how the systern works and its benefits
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n) The contractors employed to undertake CDF projects were doing poor quality work
especially concerning road maintenance thus wastage of funds.

0) That Kitw County has a lot of sun which the government could harness to produce solar
energy and therefore reduce cost of electnaty. The government could do this by
subsidizing cost of solar panels to members of the public in the County.

p) That the Government needs to plan and develop a proper supply and distnbuton
framework to ensure surplus food produced in one part of the country reaches the parts
which are deficient.

q) That Kitur County has a number of mineral resources including lime in Mutomo, coal,
iron ore at lkutha and precious stones and yet the Government had not established or
facilitated establishment of any industries 1n the area to create employment opportunities.

t) The youth who had reached 18 years lacked National ldentficaton Cards

) The Government should regulate prices of essential commodities like food.

)  Management of the Kazi Kwa Vijana program was poor as many young people who had
done work have never been paid.

u) The Government should establish a mango factory in Kitur Central because during the
harvest season, many mangos get spoiled 1n farms.

. ] ' .
we ne noe )e

7y I “ounty lack cecantial medicinec thue increacinag ract nf medical care
huc increacing rnct o medical care

4.0.16 Eldoret Meeting with Kenya Farmers Association

The committee held a public hearing in FEldoret for the third ime at the Eldoret Sports Club on
5" September, 2011 but this time the target was farmers from Uasin Gishu, Trans Nzoia and
Nandi Counties who are affiliated to the Kenya Farmers Association.

The main object of the meeting was to give the farmers a feedback regarding progress of revival
of Kenya Farmers Association as discussed during their meeting with the Kenya Farmers
Association held on 18" August, 2011 at the NCPB Hall in Eldoret. The farmers raised the

following issues:

2) That National Bank of Kenya (NBK) and Barclays Bank of Kenya (BBK) are the greatest
creditors of Kenya Farmers Association and their request is that the loan to NBK be
written off as NBIC had also been salvaged by a loan from the Government which was
basically tax payers’ money.

b) That Kenya Farmers Association 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 maize delivered to NCPB by farmers delays too much yet when the
Government 1s required to import maize, it releases money very fast. Furthermore, the
NCPB does not give fertilizer to the farmers who are awaiting payment of their maize
unless they pay in cash.

d) The Government should renew leases for assets of Kenya Farmers Associaton and waive
the rates owed to county councils by the IKFA.

¢) That the KFA used to provide farmers with farm inputs like seeds, fertilizer, diesel and
tractors and also assisted them 1n harvesung of crops, keeping the harvest and then selling
the same when the price 1s good.

f)y That loans owed to AFC by farmers should be written off since most of them lost their
produce in the 2007 clecuon violence and the crop failure due to the drought and ramn

failure afterwards
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27

28.

29

4.0.15

Lokichar has about 6,000 internally displaced persons, some from the 2007 electnons and
some as a result of rustling and insecunty from neighboring communites who are yet to

be resettled.
The Government had disarmed the people of Turkana and faded to disarm their Pokot

neighbors thus encouraging the frequent raids aimed at stealing their livestock.
That the Government should decentralize food relief stock centers instead of all of 1t
being centered 1n Lodwar to reduce corrupton and to ensure it reaches 1ts target.

Kitui Public Hearing

The committee held a public hearing in Kituy, at the Multipurpose Hall on 12 August, 2011. The
Commuttee toured Kitui as 1t wanted to get views from the people of Ukambans who are most of
the time affected by famine and have to depend on relief food. A total of 30 people gave theur

views to the Committee and said as follows:

)
b)

c)

d)

8)

h)

That for two seasons now, rains had falled causing crop falure hence the area was
expenencing serious famine and thus required food relief from government.

That the cost of fuel had rsen to very high prces contnbuting to the high cost of
essental commodites.

That the area has a severe shortage of water for drinking and for other domestic chores.
That the people of Kitui buy water at Ksh 20 per 20 liter Jertcan indicating the seventy
of the situatgon. For this reason, Economic Stmulus Program like establshment of
fishponds in the area had failed since they lacked sufficient water

That the whole of Kitui County lacks a stadium or recreational facllity to develop youth
talent yet the region has produced some of the greatest footballers and football coaches in
the country ke ‘Ghost’ Mulee and Francis IKKimanthi.

That although two perennial nvers; Tana River and Athi Ruver pass through Ukambany,
the waters have not been harnessed for trngation purposes thus leading to food scarcity
The government should therefore support irnganon projects in the area to ensure food
security.

That there 1s a seasonal river 1n Kitur which could boost food production yet people are
not allowed to grow crops around the nver.

The Government should complete development of Umaa dam 1n the region and develop
more dams to facilitate irrigation in the county.

That the people of Kitui have been marginalized 1n sharing of resources as the
government has ignored development of infrastructure especially roads in the region. For
example, there 15 no tarmac from Kitw to Mutomo and the road from Kibwezi to Kitu, a
class Broadisina dilapidated condition thus Increasing transportation costs.

The Government should subsidize food prices to cushion consumers from the high
puces.

Government should consider subsidizing cost of fuel especially diesel which 1s used by
tractors 1n order to reduce cost of production.

That Members of Parliament should pay taxes on all their incomes bike all other Kenyans
so as to avall funds for social programs

That the pastoralists who were dying of hunger should be sensitized so that they can eat
their animals duning tmes of drought and famine

That Consttuency Development Funds (CDF) were being musused and the local
communties were not involved 1n identifying the projects to undertake
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14.

15.

18.

20.

21.

22.

2%

24.

One resident wondered whether the Government really existed and 1if indeed 1t did
whether 1t had ears as the people of Lokichar have been called to meetings by the District
Commussioner severally where they have given their views on what the Government
should do to address their phght but they have never gotten feedback whether positive or
negative thus begging the question whether the Government would come to the aid of
the Turkana people just like Jesus Christ came when he was not expected.

That many school going children were absenting themselves from school because the
distance from home to schools 1s very long and sometimes they have to join their parents
in search of food and water. There was a proposal therefore that the Government should
convert all primary schools in Turkana into boarding schools and revise fees for primary
schools according to the needs and ability of the parents.

. That weather prediction by the Meteorological department was not accurate thus making

the locals not able to plan accordingly.

. The number of teachers in Turkana County was very small thus the ratno of teachers to

students was very httle affecung quality of educaton.

That the Turkana people have always been marginalized and even in representation,
though the county 1s big (77,000 square kms), they only have three Members of
Darliament and the Government had withheld cencuce resulte of the aren 1n furtherance of
this marginalization. The people vowed not to allow the Ministry of Planning to repeat
the population census in the area and instead demanded that the Government releases the

results of the 2009 population census.

. The road between Lodwar and Kitale i1s very poor and insecure and chances of travelling

from Kitale to Lodwar without incident 1s 50% and furthermore, transporters and traders
who bring 1n goods pass on the extra cost caused by the poor state of the road and
insecurity to the consumers.

Some NGOs seem to have a monopoly in Turkana and are using the Turkana community
and other marginalized communities like Somalis as conduits to raise funds 1n Kenya and
enrich themselves and the interest of the common man was not one of their key
objectives. That the Government should allow other NGOs with good intentions to
come operate in Turkana.

The Government should implement a plan aimed at compensating the people of Turkana
of the livestock they lose due to rustling and also assist them in restocking after the
famine.

Most land in Turkana South and the larger Turkana 1s trust land and the locals do not
have titles to these lands thus cannot use them as collateral for loans.

The Government school feeding program should be implemented even dunng the time
when schools have closed.

There 1s no electricity in 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 if electnicity was provided and lighting improved, even cattle rustling

would end.

. 'That there are two permanent rivers 1n Turkana: River Turkwell and IKerio and several

seasonal nivers and if the Government invested 1n irngavon, then Turkana area would be

food secure.

. School dropout rate 1n Turkana espcaally the girl child 1s high duc to poverty and these

girls end up parucipating in immoral activities 1in order to earn a hvelihood, many of them

dropping out due to early pregnancies.
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4.0.14 Lokichar Public Hearing
The commuttee held a public hearing 1n Lokichar at the Turkana South DC’s Offices on 30% July

2011where a total of twenty people gave their views to the Commuttee raising the following issues

and recommendatons

The commuttee heard that:

(W)

10.

I

12

13

That Drought 1s one of the greatest problems facing the people of Turkana resulang to
many people dying of hunger.

That there was lack of medicine for their hvestock hence most of them die of diseases.
The rains had faded in the area for the past one year and therefore they had no water for
domestic purposes, for livestock and for farming exacerbating the famine.

That distribution of relief food was being undertaken unfairly as only a small percentage
of the needy population was receiving the food and in small and inadequate quanuues.
That food 1s distributed according to the population counted per homestead yet the non-
governmental orgamzanons take down less than the number of people 1n the homestead
thus bnnging less food

Insecunty in the area was high and that people were under constant attacks from the
neighboring communives espectally the Pokot and even the police officers sent to
provide secunty are overpowered and killed by the Pokot bandits. That artacks on secunty
officers in the area by civihans from neighbonng communites were on the nse and this
was scanng policemen from coming to work in Turkana.

The roads to Lokichar and to the remote parts of Turkana like Kalapata and Lokon are 1n
deplorable condivon thus prevenung access of relief food and medical supplies to the
people.

The main economic acuvity of the Turkana people 1s bvestock reanng yet most of their
livestock have died due to diseases, drought, and the remaining ones taken away by cattle
rustlers.

That most of the land belonging to Turkanas had been grabbed by their Pokot neighbors
and the locals now lacked adequate land for grazing thewr animals. Thus there was need to
demarcate the land and clearly indicate the boundanes of the land of Turkanas from that
of their neighbours.

Most of the land 1n Turkana South 1s dry and the soi 1s not arable; for example the land
between Lodwar and Lokichar is not switable for growing anything as the sod 1s poor and
there 1s no water.

There are very few Turkanas who are educated because in the past, they had a lot of
livestock and this made the people assume that they were food secure and therefore did
not think taking their children to school was important. The few who are educated and
have stable employment therefore have to cater for many other dependents from thewr
extended famihes

The Kenya Police Reservists are not paid and thus are demouvated and also have
weapons that are inferior to those of bandits and rusters thus not providing adequate
seculity.

Dependence on relief food by the local communities was prevenang them from ventunng
in 1ncome earning actuvites contrubutng to the high poverty in the area.

Vetennary services 1n the area are not adequate yet the people are pastoralist and the
services available are cxpensive and not affordable for the locals thus the people request
that the government should provide or subsidize these services
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At the meeting, a total of twenty people drawn from bvestock farmers, traders, teachers, women
representatives, elders, youth representatives, NGO employees and other government officers

spoke at the meeting and below 1s a summary of the 1ssues the participants raised. that

2)

b)

d)

€)

g)

h)

The mainstay of the people of Lodwar 1s livestock reaning and yet there was no vetennary
services for the hvestock and the one stocked by private pharmacies was too expensive
and hence beyond the reach of many locals resulng in the animals dying from diseases.
The distrbution of relief food delivered by the Government and most aid agencies was
pootly coordinated thus the food was not reaching remote areas of Lodwar which 1s
affected by the drought and further that there 1s rampant corrupton 1n the provincial
admunistration especially 1n rehef food distribution thus the food does not reach the
intended target.

Insecunity 1s high 1n the larger Turkana area caused by combatants from neighboring
countries of Ethiopia, South Sudan and Uganda resulung 1in high commodity prices due
to the nsks involved and the high cost of uansport.

There 1s shortage of dunking water forcing families to travel long distances in such of the
water for human and hvestock consumpnon

Catde rustling are rampant in the area with the Turkana’s losing large numbers of their
livestock to neighboring communities like the Pokot and Toposa as a majouty of them
had surrendered their guns to the government and yet the government was not providing
them with adequate protection.

The Government had disarmed the Turkana commuruty alone leaving their neighboring
communities especially the Pokot sull armed thus exposing them to danger of attacks.
There is high unemployment in the county hence the few who are employed have so
many dependents contributing to the high poverty levels.

The cost of fuel 1n the area is among the highest in country resulung n high transport
costs.

Residents were concerned that despite the area hosung the River Turkwell power
generating plants which contributes hydroelectnc power to the national gnid, the area
does not have electricaity.

The larger Turkana area has poor infrastructure especially roads and the main road hnking
Lodwar to Kitale 1s in a deplorable situation leading to increased transport costs and
hence high cost of bving.

The Turkana IDPs have not benefited from the funds provided by Government which 1s
meant for resettlement of IDPs or relief food given by government 1s very little and does
not feed all the people thus causing more confhcts

That the Natonal Youth Service (NYS) vehicles used for transportauon of food lack fuel
most of the time thus the food does not reach all the people targeted.

That Government should consider introducing price controls for basic commodites to
cushion the poor against the high prices.

That the Government should focus on irngation and ensure that any NGO coming to do
projects in Turkana should fust of all invest 1n irniganon and consider tapping nto the
exsstng natural resources in Turkana parucularly solar energy as the arca has plenty of
sun.

The Commuttee response was that the arca residents should be vigilant to ensure that the
Provincial Admunistraton  remains transparent and accountable in distibution of food

and should report any pilferage or theft of the same,
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The implementauon of the new Consatubon should be speeded up to ensure devolved
Governments start funcuonung to spur development of Narok County.

The Distnict Development Commuttees (DIDCs) should be revived in Narok to help the Jocal
farmers. Njaa Marufuku progarmme funds are musused and they don’t assist the Maasa

people.

That Corruption 1n Government was too much and that 1s why services are not reaching
majonty of the Kenyans.

Government should 1ssue farmers with title deeds so as to enable them access loans.
Government should allocate NCPB with enough money to buy cereals from farmers dunng
harvest. Strategic Grain Reserve must also be increased and expanded to include other grains
like wheat and beans, not just maize.

Food secunty 1s equal to national secunty and the farmers do not have information regarding
farming and even weather patterns and education to ensure they are carrying out quahty
farmung. Extension services should be revived to enable farmers to get knowledge of proper
farming methods.

Government should stop aiding traders to unport farm produce since there 1s enough
capacity to produce 1n the Country. It should instead focus on making the country to be able

to produce enough for its consumpton.

There are no adequate health faciities 1n Narok.

There has been constant increase 1n poce of basic commodites. It was esamated that 60% of
people’s budget 1s used on food because of the high cost of iving. There was a proposal that
the Government should regulate market prices of essential commodites to avoid exploitanon
of consumers by traders.

There was a concern that the Maasai culture 1s being misused. Many tounsts dress in Maasai
atare and even Kenyans of other tribes pretend to be Maasai for financial benefit.

The farmer should be respected and treasured just like 1t 1s in Europe and Amenca where
they are protected by their Governments and even given subsidies. Here in Kenya the farmer
has been neglected by the Government and has been left at the mercy of middlemen and
cartels. Farmers should be offered a guaranteed minimum return on their produce to ensure
that they always benefit from their farmung. In this regard, an Act of Parliament should be
enacted to protect farmers.

All needy school going children in Narok should be able to receive bursanes from the
government and the amounts need to be increased to be meamingful.

The prce of petroleum products has increased sharply causing the general cost of living to
shoot up beyond the means of common persons. The government must therefore consider
diversifying to other sources of energy like solar, biogas, etc.

Banks interest rates are too high and this discourages most farmers from taking loans. These
should be revised downwards to encourage more farmers to take up loans to engage 1n large

scale farming.
The exchange rate of the Kenya shiling to the US Dollar 1s also very high and the

government should step N to regulate 1t.

4.0.13 Lodwar Public Hearing
The commuttee held a public heanng 1n Lodwar County Counal Hall on 20 July 2011. The

Commuttee visited the area during the penod when drought had ravaged the area and media
reports had indicated that a number of pecople had died as a result of famine and many more were

in danger of dying as a result of the same
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potatoes 1s selling at Ksh.30. The Government should also wrte-off farmer’s debts /
loans or compensate them when there 1s drought and crop falure as a result.

q It was suggested that since boarding schools are closing early due to food shortage, the
Government should provide schools with relief foods or scale up the school feeding
program.

1) Tea Cess should be reintroduced by the government to help maintain the infrastructure in
Bomet.

4.0.12 Narok Public Hearing

On 25" July 2011 the Commuttee held a public hearing in Narok County Counci Hall. The
Commuttee visited Narok because 1t was interested in getung the views of wheat farmers and
vestock keepers on how the status of the economy was affecting their cost of hiving. During the
meeting, the Commuttee received views from maize farmers, wheat farmers, tounst stakeholders,
area councilors, the area MP and general residents of Narok. The following views were given by
the participants at the meeting:

¢ That Agncultural Finance (AFC) Loans were a big burden to farmers and needed to be
s .ol Lo Fap calioe Bimmers. Thiz i

(o Avrprmemont e v 1~ Wocnwsee
P Os Oy the Government ;dci a5 Was GOI m i oCC

cause they had
experienced crop failure due to bad weather and the AFC was now threatening to sell their
assets.

¢«  That farm inputs were very costly especially diesel fuel which 1s used to run farming machines
such as tractors. Fertilizer was also beyond the reach of many and the seeds and fertilizer
distributed 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.

o Farmers stated that the Kenya Farmers Association (IKFA) had played a big role in assisting
farmers during the ume of its existence. That the KIFA had centers in many places closer to
the farmers thus facilitating distnbution of farm inputs.

« The bad state of roads is hurting the economy of the county, particularly the road leading to
Maasai Mara is killing the economy of Narok especially Narok South. The locals requested
that Maasai Mara reserve being a major tounst attraction in Kenya, should be fixed as a
matter of urgency. Equally, the Narok - Nakuru road should be repaired to ensure
transportation of produce like maize and wheat is done and able to reach other parts of the
Country.

o That there are no slaughter houses in the area yet hivestock farming 1s a major economic
actvity. The Government through the Ministry of Livestock should set up an abattoir in the
area to save them the costs of transporting livestock to Athi River factory for slaughter.

e That Destructon of Mau Forest bordering Narok South is interfering with agricultural
acuvities thus contributing to the current food shortage in the area. This 1s because the nvers
have dried up due to human interference with the Mau forest and the Mara River 1s also n
danger of drying up thus tourism in the area 1s at nisk. Urgent acton should therefore be
taken to save the Mau forest.

o That the NCPB depot in Narok had been leased out to prvate mullers (Mombasa Maize
Millers) thus affecting the ability of farmers to dry and store their cereal produce. The farmers
therefore feel that the Government has been unable to assist them thus the current food
shortage in the area.

o That 90% of Narok 1s composed of farmers and therefore services should be brought closer

including research stanons which are currendy only avadable in Njoro and Nairobi.
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b)

d)

g)

h)

It was alleged that traders from outside Bomet mostly muddlemen buy all the maize
during harvest from the farms at low prices and farmers end up selling because there are
no storage facihues.

That the South Rift region was indeed harvesting maize but the quanaty was below the
expected yield due to crop failure as a result of poor rains. It was esumated by the Distnct
Agnculture Officer, Bomet that the expected yield would be about 70% of the normal
indicating a 30% crop fature.

Milk 1s produced in plenty in Bomet but 1t 1s bought by traders mainly from IKsu at low
puces due to lack of cold storage facibties and processing plants to add value. One farmer
alluded to the fact that he had to give out ‘maziwa sosa’ before his milk 1s bought.
Therefore the Government through the Mimstry of Industnahzawon or Mimustry of
Cooperatives should establish mulk processing plants in Bomet to help dairy farmers to
process thewr milk both for the local and international market.

The farmers felt that farm mputs were expensive especially fertiizer whose prices moved
from 2000 to 6000 per bag which was too costly and also that farmers had no way of
knowing the qualty of the ferthizer being sold to them.

There are poor policies on water resource management

The youth have no access to Agricultural Finance Corporaton loans due to lack of
collateral and title deeds and they are not being offered alternauve means of accessing
loans to help themselves finanaally.

The rate of inflanon 1s at 12.4% which 1s too high and everything 1s too costly and youth
are unable to marry as they feel that they will not be able to support themselves or their
families.

Farmers stated that the liberalization of markets had placed the local producers at a
disadvantage because markets get flooded with cheap imports leaving the local producer
without fair market

There was concern that the government had no mitigaton measures against disasters as in
one part of the Rift Valley (Turkana), people were dying of hunger, while in another
(Bomet), farmers had plenuaful harvest and were being exploited by middlemen under the
Government watch.

It was said that NCPB was still storing maize of 2008 instead of releasing 1t to the market
to stabilize the markets and reduce shortage and further that the government needs to
fund NCPB to subsidize farm inputs and help farmers produce, instead of using a lot of
funds to import maize into the country.

The government needs to come up with proper food policies to ensure food secunty in
the country instead of waiting to respond to cusis.

Extension officers need to visit farmers at the farms to educate them on the good farming
methods tnstead of staying at the offices while farmers are suffering and Government
should bring farmers training centers where farmers can be equpped with modern
farming methods and skills which they can use

The government should help revive Kenya Farmers Associauon (KFA) as 1t was criucal in
the entire supply chain of farming.

The government should avail adequate funds to the NCPB to buy maize directly from
farmers after the harvest so as to protect the farmers from exploitanon by middlemen.
There should be established standard weights for specific produce and a mummum pnce
1s set to ensure farmers earn a guaranteed minimum return on theu produce. Currently
farmers are getting only Ksh.800 for 130kg bag of potatoes, while a debe of sweet
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them destitute. The Ugandans have gone ahead to grab Migingo Island which 1s now a very

insecure area with high rate of women rape.

Plenary discussions came up with the following suggested intervention measures:

a) The farmers would like to be provided with farming machines at affordable rates.

b) Farmers would like to get access to loans to ensure they embark on large scale farming
and also to provide loans to fishermen to help them acquire the best fishing gear and
equipment.

) Natonal Cereals and Produce Board (NCPB) should establish a cereal storage facility
within Gwassi area to ensure storage and supply of grains after harvest (post harvest
management).

d) Gwassi farmers would like to be given ttle deeds to have collateral for loans and be able
to farm in large scale. The Government should establish fish ponds for women to uplift
them economuically.

e) The Government should also start irnigation schemes in the area to facilitate farming
especially in times of rainfall shortages.

f) Government should reduce condinons attached to the Youth Enterprise Development
Fund tc increasc the uptake of the fund to ensute that the many jobiess youth in the
country are facilitated to start income generating actvities.

g) The farmers requested that about 6 tractors should be availed in the district to help in
tilling the vast agnicultural land to boost the food production. The farmers suggested that
the government should provide farm inputs among them seeds and fertilizer at subsidized
rates and 1n a imely manner to farmers.

h) Government should increase budget allocation for the Fisheries Ministry in order to
improve the sector. Suba District has a lot of fish stock, but there is need for a pump and
generator to enable the people to be able to manage their own fish stock. Government
should consider constructing a fish processing plant or two in the region and also markets
be made available to ensure the people maximize producton.

1) The fishermen requested that the Government should facilitate them to get proper fishing
nets to maximize on fishing activities.

4.0.11 Bomet Public Hearing
The committee held a Public Hearing at Bomet Municipal Hall on 245 July 2011 with farmers
where i1t heard that some of the major crops grown in the area include maize, beans, bananas,

sugar cane, peas, potatocs, tea, etc.

The Committee had identfied this area after visiting the North Rift and was informed that the
South Rift region would be harvesting maize from end of June. The Committee was therefore
interested in finding out the quantity of maize that had been harvested in the region and whether
or not it was sufficient to sustain the country at that tme. The Commuttee was told the following

during the meeting:

a) Farmers expressed concern that maize seeds got to the farmers late around March while
the planting season 1s done between September — October thus farmers had resorted to
planting seeds from the previous harvest. The Government through NCPB should ensure

that seeds and ferulizers get to the farmers on ume.
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k)

The nsing poverty levels in Mumias are making 1t hard for parents to take thewr kids to
schools due to lack of fees. Parents are now abandoning their children because they cannot
afford to feed them and so Government should provide bursary for needy students.

Millers should be made to pay for the cost of harvesting and transportation of cane as 1t1s
too costly to the farmer.

By products of cane lke molasses are always sold and these proceeds never benefit the
farmers further that one ton of cane used to be sold at ksh.2700 then 1t was increased to
ksh.3000 a ton but it 1s not reflecuve. The transportation cost itself 1s so high especially now
that Mumias Sugar Company has introduced zoning,

Interest rates for loans by lending institutions are too high at 18% and not many can afford
this.

Pipes should be channeled from the lake to farms to irrigate and ensure sustainable farming.
The electricity sector needs to be liberalized to bring in other players and remove the ISPLC
monopoly.

The Government should start a fertilizer plant to process and supply fertilizer to farmers.
The elderly people 1n the society should be included in the Government’s cash transfer
program to enable them hve a dignified hfe.

When farmers fail to repay theiwr loans thewr properties are auctioned yet they have shares that
could be used by the lending institutions to cover for the remaining unpaid amounts.

Grain stores should be put up 1 Mumuas to help in grain storage after harvest and help
reduce post harvest losses.

Infrastructure in Mumias 1s very poor. Roads have been depleted by heawvily loaded trucks
and cane tractors which contributes to the underdevelopment of Mumias. Mumias Sugar
Company should be compelled to repair the roads as their tractors are the cause.

Farm mnputs should be sold at centers where farmers are instead of them having to travel
long distances to get farm inputs and further that the cost of diesel should be subsidized or

lowered and treated as an input because 1t 1s used by tractors for farming.

4.0.10 Gwassi Public Hearing
The Committee held three public hearings in Gwassi on 23" July 2011 meeting fishermen at

Nyandiwa Beach, maize farmers at Tonga in Magunga and livestock farmers in Nyatoto Centre.

The Commuttee gathered the following information:

)

That Suba District had experienced 60-70% crop failure due to failed long rains in the period
of March to June 2011. Severe food shortage was being experienced thus causing hunger n
the district. This situation was compounded further by the fact that inappropriate seeds were
being used by farmers resulting in low yield. Equally, farming methods are ancient so there 1s
a request for education and equipment. The fishermen also complained that the Beach
Management Units had not received any funding from CDF.

The people complained about poor infrastructure. There have been no roads since
independence and this had contrnibuted to high commodity prices as cost of transport to this
area 1s very high. There 1s no inch of tarmac in the whole of Gwasi constituency.

There were many beaches that produce omena fish but there were no storage facilities making
farmers lose to the middlemen. Meanwhile, the people have the capacaty to produce, store
and process their own omena. It was alleged that the middlemen are the ones who have 1ce
and processing factories and so they are the ones who benefit from fish business. Fish
farmers do not benefit but instead are exploited.

There 1s a high rate of insecunty around the beach. Suba people have to encounter the people
from Tanzania and Uganda who confiscate their fish and nets and other equipment leaving
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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 Committee recommends that the Minustry of
Medical Services implements the Social Health Insurance Scheme which it has developed.
The Committee recommends that this scheme be implemented by the National Hospital
Insurance Fund (NHIF) as it has sufficient capacity to manage it. But NHIF should
ulumately be converted from a “Hospital” insurance fund to a “Health” insurance fund.

The Committee is aware that the Federation of Kenya Employers (FIKE) and COTU have
instituted law suits blocking implementation 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 Ministry should also invest more in the Health Voucher system for the
underprivileged which the Ministry of Public Health has developed and rolled out on a
pilot basis in Kilifi County.

The Committee concerned that many medical personnel employed by the Government
usually establish and run private practice 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 private practice near
the Government hospitals.

To ensure realization of the constitutional right to reproductive health, the Commuttee
recommends that the Government increases its investment in reproductive health
programs.

The Sugar Sub-Sector

Kenya has the potential to be self-sufficient in sugar production, but this is one sub-
sector that has been taken hostage by cartels and wheeler-dealing bloodhounds that
continue to expose Kenyan consumers to artificial shortages and unacceptably high
prices. The Committee recommends the following interventions:

The Sugar Act should further be drastically overhauled to revolutionize the manner in
which the sub-sector is run, with the full involvement of all the stakeholders in the sugar

industry.

Sufficiently strengthen the Kenya Sugar Board (IKSB) to effectively play its role as a
regulator. Parliament 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 Privatization Commission should fast track privatization of the
government-owned mills to inject in them the much needed capital for modernization so
that they can effectively compete in the open sugar market.
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6.1.8.

6.1.9

6.1.10

To ensure sustainability of the industry and fair competition, Government should not
allow establishment of any sugar companies without completion of a feasibility study and -
before the company satsfies a competent regulator that it has developed adequate cane
capacity for processing.

To protect the cane farmers from exploitation by sugar comparues, the Kenya Bureau of
Standards should urgently review and confirm the accuracy of the weighbrdges
established by the sugar companies and abolish those which have been tampered with.

Eliminating Cartels and Monopolies

To eliminate cartels in the essential commodities sectors, the Committee recommends
that the Compcttion Authority proposed by the Competition Act be established. The
Authority should however be independent and professional, thus the Committee
recommends that the officers nominated to the authority should be people of high
integrity and proven professionalism. The Committee recommends that the Competition
Act be amended to ensure that the process of recruitment of members of the
Compeution Authority s competitive and transpatent.

Handle Price Control with Caution

The Committee noted that price control is a very popular subject with the masses. From
Kibera to Lamu, Kitui to Lodwar and in almost all public hearings the Committee held,
one thing was unamimous: members of the public demanded that price control of
essential commodities be reintroduced as traders were exploiting them.

While the Commuittee empathizes with Kenyans and admits that some form of well
thought and properly deployed regulation is necessary and indeed workable as seen in
economies such as India, consultations with a wide range of experts and its own research
indicate that price control per se may not necessarily be the panacea for the high cost of
essential commodities. The committee compared the mobile telephony sub-sector (fully
iberalized) and the ol sector (regulated) and confirmed this. While free market forces
have essenually opened up mobile telephony to ordinary Kenyans by suppressing prices,
the cost of fuel has been on a sharp upward spiral since the entry of the Energy
Regulatory Commussion (ERC) . The Committee therefore urges a cautious approach in
the enforcement of the Price control (Essential Goods) Act so as to forestall distortion of
the market and possible capital flight. Emphasis should be placed on making the supply

chain of essenual goods more efficient, smooth and cost effective.

Implement Task Force Report on restoration of the Mau forest

To avert a disaster of sertous magnitude as a result of destruction of the Mau forest that
would lead to economic meltdown of various sectors including tourism in the Maasai
Mara, the Commuittee recommends that the Government ummediately embarks on
implementation of the report of the Task force appointed by the Right Honorable Prime
Minuster on Restoranon of the Mau forest.

The Task force concluded its work and submutted its report which was subsequently
adopted by parhament. The Mau Secretariat which was established to implement thus
report is strongly urged to proceed and implement the report to the latter.
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6.1.11 Urgently address the gross labour abuses in low-cadre employment sectors

eep concern the deplorable situation of thousands of

e The Committee has noted with d
cifically private secunty firms,

IKenyans who work in some sectors of the economy, spe
small to medium level business enterprises, and industries especially those owned by the
farms, tea farms and the construction industry. These Kenyans
work for inordinate donkey hours in dehumanizing
hey have no access to healthcare and their

Asitan community, flower
earn inhumanely low wages,
conditions and are exposed to terrible abuses. T’

housing situation is depressing.
e The Committee therefore recommends a drastic review of labour laws, and enactment of
specific legislation to the specific challenges noted in order to protect the rights of these

I{enyan workers 1n line with provisions of the new Constitution.

6.1.12 Write off bad debts owed to the AFC

e To protect the properties of farmers who have endured suffering as a result of massive
crop fatlure and death of livestock due to drought, the Committee recommends that the
Government waives interest on loans advanced by AFC to farmers or that the
Government writes off bad debts owed by the maize and wheat farmers to AFC.

6.1.13 Explore ways of addressing escalation 1n rents

e The Government through the Ministry of Housing should invest in development of low
cost houses for the increasing urban population. The Ministry should identfy large tracks
of land outside the city centers and build low cost housing estates for lease and

occupation by the urban poor rather than constructing highnise houses in Kibera which

are immedately vacated once the slum dwellers are transferred to them.

e The Government should identfy innovative ways of encouraging private sector to mnvest

in low cost but decent housing units to address escalating costs of rent. This could be

through tax breaks.

6.20. Region Specific Recommendations
Government should address concerns in specific Counties as follows:

Narok
e The Ministry of Roads should urgently re-carpet the road from Narok to Maasal Mara to
Improve earnings from Tourism
e The Ministry of Forestry and Wildhfe in conjunction with the Ministry of Environment
and Mineral Services and the Taskforce on Restoration of the Mau forest should embark
on restoration of the Mau forest
e The Ministry of Agriculture should establish wheat silos in Narok to enable farmers to

store their wheat during harvests and reduce post harvest Josses of wheat.
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Kitui

The Government through the relevant mumstnies and agencies should facilitate
establishment of industnes in Kitwr County to exploit the mineral resources available 1n
the County specifically coal and lumestone )

The Government through the Miustry of Energy should exploit the sun available n
plenty in the County for electncity generation.

The Munustry of Water should conclude development of Umaa dam and establish other
dams 1n the region to avail sufficient water for use by the people of Kitu.

Turkana

Lamu

Nyeri

The Ministry of Roads should urgenty develop the road between Kitale and Lodwar to
reduce cost of transport and improve the sccunty situation 1n the region.

The Mirustry of Home Affairs should ensure that any Non Governmental Organusation
seting up shop in Turkana County should have an element of unigation

The Mirnustries of Water and Regional Development should invest more funds in
rngauon projects in the County to increase food producton and therefore reduce the
cvcle of famine prevalent in the region

The Minustry of Einergy should tap the sun available in plenty in Turkana for electricity
gencraton.

The Government through the Ministnies of Defense and Internal Security should secure
the borders of Kenya with South Sudan, Uganda and Ethiopia to protect the hvehhoods
of the people of Turkana and improve police presence in the area to enhance secunty and
protect the people from communites participating in rustling 1n the area.

The Minustry of Lands should fast track adjudication of land and issuance of utles to the
people of Lamu to spur economic development.

The Government through the Ministries of Defense and Internal Secunty should secure
the borders of Kenya with Somalia and improve police presence in the area to enhance
security and protect tourism activites.

The Government through the relevant munistnes and government agencies should
urgently address the consumpton of ilicit brews which 1s destroying hives of many young
people 1n Nyern County and the larger former Central province.

Uasin Gishu and Trans Nzoia

‘The Ministry of Water should invest part of the funds allocated to it for irngatnon 1n the
financial year 2011/2012 in establishment of irngauon schemes in these two bread
baskets so as to increase food producton and reduce overdependence on rain.

'The National Cereals and Produce Board (NCPB) should establish buying centers close
to the farms to save farmers the burden of transporung cercals long distances to the
NCPB.
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7.2

PROPOSED LEGISLLATION

The Commuttee 15 convinced that in order to effecuvely address the mynad challenges
facing Kenyans and to insututionalize the recommended interventions, specific legislatuve

measures must be undertaken urgently.

It should be noted that ansing from the Commuittee’s activities, three key mouons
discussed below have already been brought to Parhament, targeting revival of Kenya
Farmers Association (KFA), Agncultural Finance Corporanon (AFC) and Kenya

Cooperatve Creameries (IKCC).

The legislatve measures proposed here will further buttress the actions that must be
taken to move the country forward and protect Kenyans from the mynad identified

vulnerabilines:

Agricultural Insurance Scheme Bill

Key features of the Bill to include:
1) A guaranteed minimum return regime that would assure farmers of some irreducible

munimum return on investment regardless of production in the face of vagaries such

as drought.
1) Government to support institutions that buy surplus produce from farmers.

Government to 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.

iv) Government to guarantee insurance for farmers 1n cases of crop failure to guarantee

Income.

Strategic Oil Reserves Bill
Bill to feature:
1) The amount of each type of fuel to be stored in the strategic reserve at any particular

tume. The country should strive to have a minimum 180-day stock of fuel reserves at

any particular ime.
i) The sites where the reserves will be stored. A matter of national secunty.

Who would control and manage these reserves? The reserves should be managed by

the Ministry of Energy/Treasury.

When can the reserves be released/drawn? Only authonzed 1n emergency situations
of severe energy supply interruption involving a supply reduction of significant scope
and duravon, coupled with a severe price increase likely to cause a major adverse
impact on the nation's economy. Define what consttutes severe energy supply
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vi1)

vu)

interrupuon. The price at which the reserves can be drawn should be left at the
President’s discretion.

Who can authonze release of the reserves? Only the President on the advice of the
Secunty Commuttee/Cabinet should have authonty to release ol from the reserve.

Replenishment of the reserve when factors that necessitated release have stabilized.
Minstry should replenssh the reserves immediately the emergency that necessitated
the release ends.

Minstry to establish safety measures at storage sites against all hazards including fire
and pollution. NEMA to inspect the sites regularly for environmental safety

vui) The relevant minister to be required to make an annual report to the President on the

<~

Y

x1)

xu)

capaaty of each reserve site, the type and quantity of petroleum 1n the suategic
rescrve as well as plans for upgrade or major maintenance.

The o marketers shonld he compelled to stock a certain muumum quanuty of

petroleum products at any particular moment.

The Ministry should have power to increase the SPR depending on the exsung

economic situation.

Financing of the reserve (This is because it involves a large sum of money) Tax
payers, Private-Public-Partnerships 1involving dividing the reserves into shares
representing a specified quanuty of ol in the reserve. The o1l itself would belong to
the central government, but the investor would be guaranteed the market value of the

oil represented by the shares to which he held ttle/Debt financing through T-Bulls

e.l.c.

Establish a Strategic Petroleum Reserve Fund where funds from numerous sources
may be channeled.

Disaster Risk Reduction and Management Bill

i

wv

To reduce the extent of damages suffered as a result of disasters
To mutigate the effects of disasters by taking certain measures
Develop effective early warning systems to alert in case of disasters

Planning for disasters

Social Safety Nets Bill

il

i1

Cash transfer program and meal voucher system
liach program to target a specxﬁc section of the populaton

Cash transfer could target the unemployed and elderly
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1v.

Meal voucher program could target the urban poor and those with very low

imncomes

The relevant ministry could establish a body to implement this program

Workers Protection Bill

1.

1.

1v.

Specify categones of workers under the protective regime: private security firms,
flower firms, construction sites, specified business establishments - small to
medium level, especially foreign/Asian owned, domestic service.

Set minimum salary/wage scales and benefits

Regulate working conditions, including working hours and working conditions.

Set penalties for violations.

Specify nights of employers.

Social Health Insurance Fund Bill

I

1.

1.

Healthcare financing
Who would be covered by the fund?
Contnibution to the fund - who would contribute to the fund and at what rate?

Administration of the Fund by a restructured NHIF converted from a “Hospital”
to a “Healthcare” insurance fund.

Housing Regulation Bill

1.

1.

1.

1v.

Categories of housing regulated

Allow construction using modern low cost construction technology
Incentuves to ivestors in identified housing schemes
Form and means of rent regulation

Nature and scale of government involvement

Competition (Amendment) Act to eliminate Cartels

1.

The Committee will propose amendments to secuon 10 (1)(f) of the Compenton
Act regarding appointment of Members of the Compettion Authority to ensure
the process 1s compettive and transparent so that the people picked to lead the

Authonty are people of integrity.
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Sccuon 10 (1)(a) should be amended so that the Members of the Authonty can
elect their own chatrman from amongst the Members to remove the discreton of
the responsible Minister.

1.9 Sugar (Amendment) Act to overhaul the sugar sector

1

The Commuttee recommends that the Sugar Act be amended in consultagon with
all stakeholders to create sanity 1n the sugar industry. The regulator, KSB which
1ssues licenses to millers has failed miserably 1n discharging this role effectively by
numerously authorizing construction of factories without proof that they have
developed adequate cane for processing, thus resulung n theft of cane. The
proposed law should therefore overhaul the KSB and propose changes in the
manner 1n which the Board members are elected so as to incorporate
professionalism and good management practices.

The Commuttee is aware that the Member for Naivasha, Hon. John Mututho has
proposed a Sugar (Amendment) Bill which 1s due to be introduced in the House,
and will call upon the Member to revise his Bill in consultanon with all
siahchuiders and (L wcorporate 1 the Bili the views o1 the Commuttee considered

in this report.

The Commuttee will also propose amendments to entrench zonuing 1n sugar cane
growing areas so that each sugar company can know the extent to which 1t can
grow cane or contract farmers. This will avoid poaching of cane which 1s currenty
rampant in the industry, especially in the Nyando sugar belt and Nzoia area.
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BACKGROUND

The Parliamentary Select Committee on Cost of Living was formed vide a House
resolution on 11" May, 2011 to enquire into the factors fueling the sharp rise in inflation
and the cost of living in the country and table in Parliament, within thirty days, a
comprehensive report with substantive recommendations on both immediate and long-
term remedial measures. The Committee met on 12" May, 2011 for the first time and its
life is expected to end on Saturday 1 i June, 2011 - baring an extension.

The Committee is comprised of the following members:
1. Hon. Ababu Namwamba, MP - Chairperson
2. Hon Shakila Abdalla, MP - Vice-Chairperson
3.  Hon. Martha Karua, MP

4. Hon. Elias Mbau. MP

5. Hon. Rachel Shebesh, MP

6. Hon. Charles Kilonzo, MP

7. Hon. John Mbadi, MP

8. Hon. (Dr.) Eseli Simiyu, MP

9. Hon. (Dr.) Joyce Laboso, MP

10. Hon. Nkoidilla Ole Lankas, MP

i1. Hon. Mohamed Gabow, MP

The Committee, subsequent to its formation, adopted the following Terms of Reference:

|. Investigate factors responsible for the rapid rise in inflation, from 3.8% in November
2010 to 12.93% in May 2011, and the high cost of living in the country and propose
both short and long term remedial measures.

2. Establish the effect of the current inflation and high cost of energy on producers,
manufacturers and consumers and the impact of this on the economy.

3 Establish the factors causing the ever rising cost of energy with a focus on fossil fuel
and how the Government can get a lasting solution to the problem. Also establish the
status of preparedness of the country to handle any interruptions in supply of fuel.

4. Interrogate existing policies on food secunty in the country and examine any
measures in place meant to ensure the country produces enough food to feed the

whole population.



Track the cereal production and supply chain and determine how this contributes to
the cost of food, with specific emphasis on land tenure, farm preparation, timely
availability and pricing of seeds and other farm inputs, harvesting, storage and post

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 rise 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 from any austerity
measures that may be considered to reduce shed off avoidable state expenditure.

. Establish the relationship between unemployment, the wage costs and the living

standards of Kenyans.

. Examine institutional capacities and synergies for shielding Kenyans from vagarnes

like fluctuations in international oil prices, drought and interruptions in the food and

oil 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 Committee has this far, held 20 sittings, within and outside the precincts of
Parliament. Meetings have been held with the following persons and institutions:

15

16.

17
18
19

20
21

Minister for Energy

Permanent Secretary, Ministry of Energy

Director General, Energy Regulatory Commission (ERC)

Managing Director, Kenya Petroleum Refineries Limited (KPRL)

Managing Director, National O1l Corporation of Kenya (NOCK)

Managing Director, Kenya Pipeline Corporation (KPC)

Governor, Central Bank of Kenya (CBK)

Cammicsinner-General Kenva Revenue Autharitv (KRA)

Directors and representatives of oil marketers, including Kenol-Kobil, Shell,
OiLibya and Gulf O1l

Chief Executive Officer, Petroleum Institute of East Africa (PIEA)

Managing Director, National Cereals and Produce Board (NCPB)

Management of the Kenya Seed Company Limited

Mayor and Deputy Mayor, Kitale Municipal Council

Provincial Commussioner, Nyanza and the Regional Commissioner of Centrai
Nyanza

Regional Commissioner, North Rift

Branch Manager, Unga Limited, Eldoret

Managing Director, United Millers, Kisumu

Chief Executive Officer, Institute of Economic Affairs (IEA),

Chairman, Secretary and Chief Executive Officer of the Consumer Federation of
Kenya (COFEK)

Board of Directors, Mombasa Maize Millers

Chairman and trustees of the Kenya Transport Association (KTA)



The Committee has not completed its planned meetings and intends to meet the following

key persons before finalizing its work:

1. Minister for Agriculture on wide ranging issues related to food security

2. Minister for Finance on taxation and KRA operations

3. Secretary to the Cabinet and Head of Public Service on the cost of running
government

4. Permanent Secretary, Office of the Prime Minister on cost of running government;

5. 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:

I.  National Cereals and Produce Board depot in Eldoret

2. Unga Millers, Eldoret

3. Kenya Seed Company Limited, Kitale

4. Private maize traders in Kitale and Kiminini

:F Kenya Petroleum Refineries Limited in Mombasa,

6. Kenya Pipeline Corporation oil jetty in Kipevu, Mombasa
e Mombasa Maize Millers and

8. Grain Bulk Handling Limited (GBHL)

Further, the Committee held public hearings in the following areas:

. Kibera (Nairobi County) with the general public

2. Eldoret (Uasin Gishu County) with maize farmers and the general public
3. Kitale (Tans Nzoia County) with maize farmers and the general public
4. Kisumu (Kisumu County) with fishermen and the general public, and

5. Ahero (Kisumu County) with rice farmers

The Committee plans to hold more similar public hearings in other parts of the country to
collect views from grain farmers, livestock farmers, business people and the general

public before concluding its work, with a focus on the following areas:

Mwea (Kirinyaga) Moyale Narok
Mwingi Marsabit Busia and Isebania
e il Bomet and Mbita

Garrissa Turkana



INTRODUCTION

1.1

1.2

1.6

1.7

This is a preliminary report of the Parliamentary Select Committee on Cost of
Living, which puts forth twenty one recommendations the Committee considers to

be urgent and therefore require immediate interventions.

The Committee’s initial mandate is limited to 30 days (May 12" 0 June 11",
2011) within which period it is required to submit a comprehensive report to the
House, detailing both short term and long term measures lo address factors that
have inflamed the cost of living to unprecedented levels.

After the first round of meetings with various stakeholders in the oil and
agricultural sectors and public hearings in various parts of the country, the
Committee is of the view that there are certain issues that are so urgent that they
cannot wait for the final comprehensive report. Contained here, therefore, are
(wiindy one (03) interhn findings and recominendations that the Commitice uigss

government to address with focused expedition and sensitive urgency.

[t is important to note right here at the beginning that in all the places where the
Committee has interacted with Kenyans through open public hearings, one strong
message has been consistent: the citizens of this country are literally panting
under the unbearable burden of the cost of essentials of life that are spiraling well
beyond their reach. The rapid increase in inflation without a corresponding rise in
incomes has seriously 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 is fast becoming a “walking” nation as
many Kenyans, especially in low income urban neighborhoods like Kibera, have
been left with no choice but to trek to places where they struggle to eke a living.

Prices of basic staple foodstuff like maize flour, rice and sugar have similarly
ripped through the roof, making it impossible for many families to manage even a
single meal a day. The cost of a 2kg packet of unga has shot up by 100% in six
months - from an average of Kshs 60 last December to the current Kshs 120
Meanwhile, income levels have remained static for those fortunate to have some

work, while the unemployment rate is only getting worse.

And Kenyans are laying their tribulations squarely in the lap of the country’s
leaders. who they believe arc insensitive, unresponsive and obsessed with games
of political brinkmanship as hunger pangs ravage children, women and men
across the length and breadth of the country Kenyans feel neglected and shunned
by a lcadership that 1s insulated from their gnm reality. Farmers feel abandoned to
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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 concern
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 Refineries (KPRL), Kenya Ports Authority (KPA), Kenya Pipeline
Corporation (KPC), National Oil Corporation of Kenya (NOCK), Kenya Revenue
Authority (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

1s confronted with today.

This cocktail of issues is steadily fomenting a potent sense of desperation and
anger, with the very real risk 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 Committee established through visits to the breadbasket Counties of Uasin
Gishu and Trans-Nzoia that the country’s current big problem of high cost of
maize and unga will very soon explode into the much bigger crisis of maize and
unga shortage. After meetings with farmers, maize traders and millers in Eldoret,
Kitale, Kisumu and Mombasa, the Committee reached the conclusion that
contrary to reports attributed to the ministry of Agriculture, the country does not
have much in the way of surplus maize stocks.

A spot-check at the National Cereals and Produce Board (NCPB) Eldoret depot
conducted by the Committee in the company of the NCPB top management on
Friday 27" May, 2011 confirmed that the board was holding a total maize stock of
only 3.2 mullion bags as Strategic Grain Reserve (SGR). tms maize, which 1s
already below the required threshold of 4 million bags, and way off the ulumate
target of 8 million bags, cannot ordinarily 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 discernible proof that farmers or maize
traders are hoarding maize. On Saturday 28"™ May 2011, the Committee made
impromptu visits to two warehouses belonging to major maize traders in Kitale -
Kitale Main Millers and Shalom Enterprises - to establish the levels of their maize
stocks. The Committee found that Kitale Main Millers had a stock of 5,000 bags
of maize against 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 offering farmers the unprecedented high prices of Kshs
3400-3600 per 90kg bag of maize but were categorical that even at that price,
there was very little maize trickling in from local farmers. They have now been
forced to search for the commodity beyond the country’s boarders - in Uganda
and Tanzania. It was further established that in the same period, a two-kilogram
tin of maize (gorogoro) was retailing at Kshs 110 in Kitale, Kshs 105 in Eldoret
and Kshs115 in Kisumu and Ahero towns. These are the highest prices for maize
in years, making it highly doubtful that farmers would hold onto their maize in the
face of such incredibly good returns, especially when one considers that at harvest
time prices averaged Kshs 800 Whatever hittle stocks farmers may be holding 1s

merely for their domestic use.
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Subsequent visits to millers 1n various parts of the country reinforced concerns
that there 1s a looming acute shortage of maize. Unga Millers in Eldoret had
maize to mill for only 8 days as at Friday 7" May, 2011. United Millers 1n
Kisumu had already shut down their maize milling business as at Monday 30"
May, 2011 due to maize shortage. Mombasa Maize Millers are operating at 30%
capacity and are only being sustained by the little maize trickling in from Uganda

- and Tanzania in the face of negligible local supply, and as at Friday 3" June, 2011

they had maize stock to last 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 million
bags due to anticipated crop failure attributed 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 1s important to note that the Committee also established that the
international maize market is also constrained with prices equally high, and so
importation would only stabilize supply but not reduce cost. Regionally, Malawi
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 landed cost would
be prohibitive. The Committee established that the maize that may be most
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 1s 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 is a looming crisis
and soon there will be no maize at all to mill locally. Having rehably 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 in 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 until 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 imports to fill the gap

until the next main harvest season of November/December in Uasin Gishu,

Tans-Nzoia and Nandi.
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2.2

2.2
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2.2

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 peri-urban areas

Committee established that areas likely to be hardest hit in respect of the looming
maize crisis are urban and peri-urban zones, drought-stricken ASAL areas and
boarding schools.

Famine relief is still not adequately serving the intended target populations. The
major millers who are threatened by the shortage mostly serve the urban
population, especially in the big metropolis of Nairobi, Mombasa and Kisumu

When school Boards of Governors made budgets at the beginning of the school
year in January, maize prices averaged Kshs 1800. With this doubling to over
Kshs 3600 in just five months, budgets of boarding schools have been thrown into
a spin, leaving e institutions facing tie very 1eal risk of uiiests oves fuou
shortage. The schools may resort to the option of hiking fees, casting a further
burden on the already hard-hit parents.

Having established that the NCPB purchased maize from farmers at Kshs 1800,
the Committee 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 living.

The Government should also require the NCPB to step up emergency
deliveries of famine relief maize to 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 that the Government authorizes NCPB to
release 1 million bags of maize from the Strategic Grain Reserves to millers
serving urban and peri-urban areas to mill the maize and distribute the
maize fMour to poor urban dwellers in small bags and at a lower price. The
Committee recommends that these stocks be replenished after the NCPB

imports maize at zero-rated cost.
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3.2

4.0

4.1

5.0

5.1

Immediately implement the announced tax relief measures on

kerosene and diesel

On 27" April,; 2011 the Pnime Minister gave a commitment in Parliament during
the Prime Minister’s Question Time that the government was to remove all taxes
and levies on kerosene and lower excise duty on diesel as emergency measures by
Government to cushion consumers against the high cost of these products.
However, four weeks after this important Government announcement, the much
anticipated measures have not been implemented and Kenyans are still paying

very high prices for kerosene and diesel.

To immediately implement this commitment, the Committee recommends that the
Government through the Ministry of Finance immediately brings to
Parliament a legislative instrument to amend the Customs and Excise Act
and any appropriate regulations, through the Provisional Taxes and Duties
Act 2011 and the Finance Bill, 2011. Implementing the tax cut measures through
the Provisional Taxes and Duties Act 2011 would ensure the effect 1s immediate
rather than restricting 1t to the Finance Bill, 2011, which would require that
Parliament passes the law before the measures are effected. And that would take a

lot more time.

All constitutional office holders to pay taxes on all their incomes.

The Committee after consultations with the Kenya Revenue Authority established
that 1f all constitutional office holders paid their PAYE taxes, an additional
Ksh.670.1 million will be available to the exchequer. The government could use
such additional funds to subsidize the cost of inputs to farmers to help the country
avert the food shortages that are experienced regularly. The committee therefore
recommends that all constitutional office holders be required to pay their PAYE

taxes.

Government to institute strict austerity measures to reduce

unnecessary expenditure

Through public hearings, the committee established that government expenditure
remains high citing expenditure on foreign and domestic travel. The committee
therefore recommends that all government officials travel using economy class

within Kenya and other shorter destinations 1n the region to save on the amounts

used 1n air travel.
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6.0

6.1

6.2

6.3

The Committee will make further recommendations on this after meeting with the
Secretary to the Cabinet and Head of Public Service, the Permanent Secretary in
the Office of the Prime Minister and the Clerk of the National Assembly to
establish the cost of running the government.

Urgently address inefficiencies in KRA’s SIMBA System

Inefficiencies in the Simba system substantially contribute to the cost of clearing
goods at the port, hence high consumer prices. The committee established that the
KRA’s SIMBA system has had serious operational challenges and especially so in
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 drivers are forced to sleep in the vehicles for all
this time as each truck has a driver assigned to it in the system who has to deliver
the goods 1o the expected destination. The same diiver after being cleared 2! the
port may be forced to spent some time off in order to have sufficient rest before
embarking on the journey or may be forced to rush to deliver the goods despite
the fatigue, since they are normally behind schedule, a fact that contributes to a

majority of the accidents on the roads.

The frequent failures of the Simba system also delays clearance of goods at the
port resulting in unnecessary demurrages which finally adds to the cost of
commodities hence a heavy burden to the hapless Kenyan consumers. The Kenya
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 to the consumer. The committee therefore recommends that
KRA and KPA urgently put in place measures to sustainably stabilize their
clearing systems to ensure efficiency at the port so as to avoid demurrages and
other associated costs which contribute to 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 meaningfully used one way
This results to incredible amount of fuel wastage especially now with the maize
shortage. The Committee recommends that the Government amends the law
governing operation of transit vehicles, in order to allow trucks to carry
goods both ways since it saves on fuel and other operational costs.



7.0

7.1

8.0

8.1

8.2

8.3

9.0

9.1

Review the Open Tender System (OTS) of procurement of

imported oil and oil products

The Committee established that the Ministry of Energy operates an open tender
system for procurement of fuel by marketers into the country. The Committee
noted that the system though meant to ensure competitive bidding has certain
limitations including 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 oil price cap policy

The Committee found out that the current oil prices are determined by ERC
through a formula gazetted by the Minister of Energy in December 2010. From
the public hearings with Kenyans away from Nairobi it was clear that the oil price
regulation has changed the dynamics of fuel price such that fuel is currently more
expensive in Rift Valley and Western parts of the Country than in Nairobi unlike
the situation before the price controls. The Committee 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 2011 when petrol
stations ran dry for a week. Given that there is no fuel price control in neighboring
countries like Uganda some marketers would opt to sell their oil 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 Government immediately

overhauls the ERC pricing 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 Committee established that oil marketers use the
pipeline for storage of oil thus clogging the system and causing ships which want
to discharge to incur unnecessary demurrages. From the visit at the KPC offices in
Mombasa the committee established that there were 2 ships at the port belonging
to Kenol-Kobil (they have the OTS for May) that have brought 1n ol
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consignments before their required date and with knowledge that they had not
been allocated the ullage for that time so meanwhile they are there awaiting
discharge

The Committee therefore recommends that the Ministry of Energy immediately
introduces legislative measures through a Kenya Gazette Notice to enforce the 14
days within which oil marketers can store oil in the pipeline and 30 days for
transit cargo and impose stiff penalties for any oil stored therein for a longer

duration.

Government to establish strategic oil reserves to cushion the

country against international shocks

The Committee established that there is no legal provision on the amount of oil
reserves the country should have at any one time. This has been responsible for
the frequent increase 1n o1l prices when international prices increase.

The Committee noted that as a result of lack if a strategic oil reserve, marketers
purchase oil at low prices and keep it with the hope that prices will increase
before they unload the oil cargo at the port at the higher prices. The Committee
further established during its visit to the Kipevu Jetty on 4™ June, 2011 that there
were four ships in the seas waiting to discharge oil belonging to one marketer.

To cushion the country from these instant external shocks. the committee
recommends that the Government through the Ministry of Energy enacts
legislation to establish a minimum oil reserve quantity that must be maintained
within the country in a similar manner as the strategic grain reserve This will
cushion the country against immediate international oil price shocks.

Urgently Address Institutional Inefficiencies and lack of Synergy
between Government Institutions

The Committee established that there are glaring institutional inefficiencies and
lack of synergy among government institutions. This has resulted in senious
omissions with far reaching implications on the lives of ordinary Kenyans They
have also resulted in deplorable service delivery and wastage of resources where

government agencics work at cross-purposes.
The Ministry of Agriculture for instance cannot with certainty state how much

maize is available 1n the country, how much will be required in a year's imc and
therefore how many sceds should be made available to farmers Poor planning by

14
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the management of the Kenya Seed company in 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 policy change. For example, failure by the ERC to
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 price
control mechanism to help the consumer. Furthermore, there 1s lack of effective
communication between KARI, Kenya Seed, KEPHIS and the Ministry 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 warchouse receipting
system 1n the maize growing areas to allow the farmers to store their maize with
the NCPB until they got market for it. The Committee 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 turned away or told
to group up yet there is no formal procedure and they will only be issued with one

Ieceipt,

This system has discouraged the small scale farmers from delivering their maize
to the NCPB thus resulting in exploitation by middle men. The Committee
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 carried 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 Committee
recommends therefore that the Government should provide sufficient funds to the
NCPB to enable it purchase all maize from farmers immediately after harvests so

as to 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 in delivery of the
subsidized fertilizer from the NCPB even after paying for it hence affecting their
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crop yields. Allegations of traders buying the subsidized fertilizer from NCPB and
selling it to farmers later at the market price were also rifc in Kitale and Eldoret.

The Committee also established that the maize harvest expected from the North
Rift this season is not dependable as there was delay in delivery of sceds to
farmers and the seed type that was eventually delivered to 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 supplied with farm inputs at a subsidized cost and promptly so that
they can maximize the product yield. The Government should therefore provide
sufficient funds to NCPB and Kenya Seed Company to enable them discharge
their functions efficiently.

Resuscitate the Kenya Farmers Association

The committee established that farmer’s problems have been aggravated since the
collapse of strategic institutions such as; the Kenya Farmers Association (KFA)
and National Milling Corporation among others. KFA was instrumental in helping
the farmers to access farm inputs and market their products. The committee
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 Corporation 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 arcas as this will help eliminate cartels that

hoard maize.
Provide Extension Services to Farmers

The Committee established that farmers no longer receive education or
sensitization from agricultural officers as was the case before resulting in low

crop yields.

The Committee established that the Government has left farmers themselves to
decide what farming mcthods to usc. the type of seeds appropriate for each
season, the type of fertilizer to apply to the crops and the fertihzer mix
appropnate for the soil type, a factor that has greatly affccted the product yield
per acreage of land hence the food insccunty.
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The Committee therefore recommends that the Ministry of Agriculture
immediately recruits and deploys Extension Officers to agricultural 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 governing
subdivision of agricultural land is negatively affecting farming especially in the
bread basket of the country, the Rift Valley region. Farmers are continuously
subdividing agricultural 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 Agriculture
immediately introduces and implements strict regulations on land subdivision and

land use to ensure maximum productivity is achieved from Agricultural land.

The Committee further recommends that the Ministry of Lands immediately
introduce the law required to effect Chapter S 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 to the high number of conditions imposed 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 loans.

The Committee therefore recommends that the Government should remove the
unnecessary conditions imposed on these target funds so as to 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 devastating effect on commodity prices.
On Monday 6™ June, 2011, the shilling hit its lowest level in 17 years -
exchanging at 87.75 to the dollar, a rate last seen in 1994, Central Bank must

move with speed to address this, alongside the runaway inflation.
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Social Safety Nets for the Most Vulnerable

The Committee believes it is important for Government to explore innovative
means of cushioning the most vulnerable segments of the population most
affected by poverty, who suffer the brunt in circumstances such as the country
finds itself in today. The Committee is still considering measures such as the
French-style meal voucher system, full details of which will be provided in the

final report.

Cartels and Corruption

Cartels and corruption, and their devastating impact, is a common theme
discernible in most of the voices heard by the Committee. This i1s a matter the
Committee is investigating keenly and will receive substantive attention in the

Tawvnerp Fomord

The Committee sought extension of its life and was granted an additional 60 days within
which to conclusively finalize its work and submit a comprehensive report to the House

in fulfillment of its mandate.



MINUTES OF THE 48™ SITTING OF THE PARLIAMENTARY SELECT COMMITTEE ON
COST OF LIVING HELD ON TUESDAY, 18™ OCTOBER, 2011 IN COMMITTEE ROOM
9, MAIN PARLIAMENT BUILDINGS AT 10.00AM.

PRESENT

Hon. Ababu Namwamba, MP -Chairman
Hon. (Dr.) Eseli Simiyu, MP

Hon. John Mbadi, MP

Hon. Elias Mbau, MP

Hon. Nkoidilla Ole Lankas, MP

Hon. (Dr.) Joyce Laboso, MP

ABSENT WITH APOLOGY

Hon. Shakila Abdalla, MP -Vice-Chairperson
Hon. Rachel Shebesh, MP

Hon. Charles Kilonzo, MP

Hon. Martha Karua, MP

IN ATTENDANCE

Mr. Edward Libendi -Clerk Assistant
Mr. James Ginono -Clerk Assistant
MIN. NO./5C2/185/2011: -ADOPTION OF AGENDA

The Agenda of the Sitting was adopted by the Members present as follows:
1. Confirmation of Minutes of the previous meeting
2. Matters Arising
3. Consideration and adoption of the Report
4. Any Other Business
5. Adjournment and Date of the Next Sitting

MIN. NO./5C2/186/2011: -PRELIMINARY
The Chairman called the meeting to order at 10.15 a.m. and opened the sitting with a
word of prayer.

MIN. NO./5C2/187/2011: -CONFIRMATION OF PREVIOUS MINUTES

The Minutes of the 237 sitting were proposed by Hon. (Dr.) Eseli Simiyu, MP and
seconded by Hon. John Mbadi, MP. The Minutes were then read and confirmed as a
true record of the deliberations and signed by the Chairman.

The Minutes of the 25 sitting were proposed by Hon. Elias Mbau, MP and seconded by
Hon. Nkoidilla Ole Lankas, MP. The Minutes were then read and confirmed as a true
record of the deliberations and signed by the Chairman.






The Minutes of the 26™ sitting were proposed by Hon. John Mbadi, MP and seconded
by Hon. Nkoidilla Ole Lankas, MP. The Minutes were then read and confirmed as a true
record of the deliberations and signed by the Chairman.

The Minutes of the 27" sitting were proposed by Hon. John Mbadi, MP and seconded
by Hon. Nkoidilla Ole Lankas, MP. The Minutes were then read and confirmed as a true
record of the deliberations and signed by the Chairman.

The Minutes of the 28" sitting were proposed by Hon. John Mbadi, MP and seconded
by Hon. Ababu Namwamba, MP. The Minutes were then read and confirmed as a true
record of the deliberations and signed by the Chairman.

The Minutes of the 32" sitting were proposed by Hon. (Dr.) Eseli Simiyu, MP and
seconded by Hon. John Mbadi, MP. The Minutes were then read and confirmed as a
true record of the deliberations and signed by the Chairman.

The Minutes of the 33" sitting were proposed by Hon. John Mbadi, MP and seconded
by Hon. Nkoidilla Ole Lankas, MP. The Minutes were then read and confirmed as a true
record of the deliberations and signed by the Chairman.

The Minutes of the 34" sitting were proposed by Hon. (Dr.) Eseli Simiyu, MP and
seconded by Hon. John Mbadi, M.P. The Minutes were then read and confirmed as a
true record of the deliberations and signed by the Chairman.

The Minutes of the 35™ sitting were proposed by Hon. John Mbadi, M.P. and seconded
by Hon. (Dr.) Eseli Simiyu, MP. The Minutes were then read and confirmed as a true
record of the deliberations and signed by the Chairman.

The Minutes of the 36™ sitting were proposed by Hon. Ababu Namwamba, MP and
seconded by Hon. Nkoidilla Ole Lankas, MP. The Minutes were then read and confirmed
as a true record of the deliberations and signed by the Chairman.

The Minutes of the 38" sitting were proposed by Hon. Ababu Namwamba, MP and
seconded by Hon. Nkoidilla Ole Lankas, MP. The Minutes were then read and confirmed
as a true record of the deliberations and signed by the Chairman.

The Minutes of the 40" sitting were proposed by Hon. (Dr.) Joyce Laboso, MP and
seconded by Hon. Elias Mbau, MP. The Minutes were then read and confirmed as a true
record of the deliberations and signed by the Chairman.

The Minutes of the 41¢ sitting were proposed by Hon. John Mbadi, M.P. and seconded
by Hon. (Dr.) Eseli Simiyu, MP. The Minutes were then read and confirmed as a true
record of the deliberations and signed by the Chairman.






The Minutes of the 42" sitting were proposed by Hon. (Dr.) Eseli Simiyu, MP and
seconded by. Hon. John Mbadi, M.P. The Minutes were then read and confirmed as a
true record of the deliberations and signed by the Chairman.

The Minutes of the 43 sitting were proposed by Hon. John Mbadi, M.P. and seconded
by Hon. (Dr.) Eseli Simiyu, MP. The Minutes were then read and confirmed as a true
record of the deliberations and signed by the Chairman.

The Minutes of the 44 sitting were proposed by Hon. Ababu Namwamba, MP and
seconded by Hon. (Dr.) Eseli Simiyu, MP. The Minutes were then read and confirmed as
a true record of the deliberations and signed by the Chairman.

The Minutes of the 45™ sitting were proposed by Hon. Ababu Namwamba, MP and
seconded by Hon. (Dr.) Joyce Laboso, MP. The Minutes were then read and confirmed
as a true record of the deliberations and signed by the Chairman.

The Minutes of the 46™ sitting were proposed by Hon. (Dr.) Joyce Laboso, MP and
seconded by Hon. Ababu Namwamba, MP. The Minutes were then read and confirmed
as a true record of the deliberations and signed by the Chairman.

The Minutes of the 47" sitting were proposed by Hon. (Dr.) Eseli Simiyu, MP and
seconded by Hon. Ababu Namwamba, MP. The Minutes were then read and confirmed
as a true record of the deliberations and signed by the Chairman.

MIN. NO./5C2/189/2011 -MATTERS ARISING
There were no matters that arose.

MIN. NO./5C2/190/2011 -CONSIDERATION AND ADOPTION OF THE REPORT
The Committee considered and adopted its final report with amendments after it was
proposed by Hon. (Dr.) Joyce Laboso, MP and seconded by Hon. Elias Mbau, MP.

MIN. NO./5C2/192/2011 -ADJOURNMENT

There being no other business, and the time being Twenty minutes to Twelve O’clock
the Chair adjourned the meeting







MINUTES OF THE 47™ SITTING OF THE PARLIAMENTARY SELECT COMMITTEE ON
COST OF LIVING HELD ON TUESDAY, 6™ OCTOBER, 2011 IN COMMITTEE ROOM 9,
MAIN PARLIAMENT BUILDINGS AT 10.00AM.

PRESENT

Hon. Charles Kilonzo, MP -Ag. Chairman
Hon. Rachel Shebesh, MP

Hon. (Dr.) Eseli Simiyu, MP

Hon. Ababu Namwamba, MP -Chairman

ABSENT WITH APOLOGY

Hon. Shakila Abdalla, MP -Vice-Chairperson
Hon. John Mbadi, MP

Hon. Elias Mbau, MP

Hon. Nkoidilla Ole Lankas, MP

Hon. (Dr.) Joyce Laboso, MP

Hon. Martha Karua, MP

IN ATTENDANCE

Mr. Edward Libendi -Clerk Assistant
Mr. James Ginono -Clerk Assistant
MIN. NO./sC2/178/2011: -ADOPTION OF AGENDA

The Agenda of the Sitting was adopted by the Members present as follows;
1. Confirmation of Minutes of the previous meeting
2. Matters Arising
3. Consideration and adoption of the Report
4. Any Other Business
5. Adjournment and Date of the Next Sitting

MIN. NO./5C2/179/2011: -PRELIMINARY
The Acting Chairman called the meeting to order at 10.15 a.m. and opened the sitting
with a word of prayer.

MIN. NO./5C2/180/2011: -CONFIRMATION OF PREVIOUS MINUTES

The Minutes of the 24 sitting were proposed by Hon. (Dr.) Eseli Simiyu, MP and
seconded by Hon. Rachel Shebesh, MP. The Minutes were then read and confirmed as a
true record of the deliberations and signed by the Chairman.

The Minutes of the 29" sitting were proposed by Hon. Charles Kilonzo, MP
and seconded by Hon. Rachel Shebesh, MP. The Minutes were then read and confirmed
as a true record of the deliberations and signed by the Chairman.
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The Minutes of the 30" sitting were proposed by Hon. Rachel Shebesh, MP and
seconded by Hon. Charles Kilonzo, MP. The Minutes were then read and confirmed as a
true record of the deliberations and signed by the Chairman.

The Minutes of the 31% sitting were proposed by Hon. (Dr.) Eseli Simiyu, MP and
seconded by Hon. Rachel Shebesh, MP. The Minutes were then read and confirmed as a
true record of the deliberations and signed by the Chairman.

The Minutes of the 39" sitting were proposed by Hon. Rachel Shebesh, MP and
seconded by Hon. (Dr.) Eseli Simiyu, MP. The Minutes were then read and confirmed as
a true record of the deliberations and signed by the Chairman.

MIN. NO./5C2/181/2011 - MATTERS ARISING
There were no matters that arose.

MIN. NO./5C2/182/2011 -CONSIDERATION AND ADOPTION OF THE REPORT
The Committee considered the draft report and approved it for adoption by the
majority of the members of the Committee during its next sitting.

MIN. NO./5C2/183/2011 -ANY OTHER BUSINESS
There were no any other businesses.

MIN. NO./5C2/184/2011 -ADJOURNMENT AND DATE OF THE NEXT SITTING
There being no other business, and the time being Twenty minutes past Eleven O’clock
the Chair adjourned the meeting until Tuesday October 11* 2011 at 10.00am.

Signed...wc_.._‘“..ﬂ—..———}c—‘%
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MINUTES OF THE 46™ SITTING OF THE PARLIAMENTARY SELECT
COMMITTEE ON COST OF LIVING (PUBLIC HEARING IN LAMU) HELD ON
SATURDAY, 17"" SEPTEMBER, 2011, AT THE LAMU FORT AT 10.00 AM

s g ek e #
PRESENT
Hon. Ababu Namwamba, MP - Chairman
Hon. Shakila Abdalla, MP = Vice-Chairperson

Hon. (Dr.) Joyce Laboso, MP

ABSENT WITH APOLOGY
Hon. Martha Karua, MP

Hon. (Dr.) Eseli Simiyu, MP
Hon. John Mbadi, MP

Hon. Rachel Shebesh, MP
Hon. Elias Mbau, MP

Hon. Charles Kilonzo, MP
Hon. Nkoidilla Ole Lankas, MP
Hon. Mohamed Gabow, MP

IN ATTENDANCE

Mr. Edward Libendi - Clerk Assistant

Mr. Brian Kiberass = Hansard Department
MIN. NO./SC2/174/2011: = Preliminaries

The District Officer 1 welcomed members of the committee to Lamu and then invited one of the
Muslim clerics to open the meeting with a word of prayer. The Chairman then called the meeting to
order at Ten Minutes past Eleven O’clock. He thanked the participants for turning up for the
meeting and informed them that the Committee had come to get their views on issues surrounding
the high cost of living as a result of high inflation and especially the issues surrounding land tenure
system.

The District Officer then invited Hon. Shakila Abdalla one of the area MPs to welcome the
Members of the Committee to Lamu. She invited the participants to be candid in their presentations
to the Committee and thereafter invited her colleagues to inform the people of the reasons for the
committee’s visit.

MIN. NO./SC2/175/2011: - Remarks by the Chairman

The Chairman explained the history of the Committee explaining that 1t was formed to address the
spiraling inflation and the unbearable cost of essential commodities that had affected most Kenyans.
He explained that the Commuttee had held hearings in almost all areas of the country and made a
preliminary report which contained recommendations on urgent issues that the Committee felt the

Government should urgently address.

The Chairman explained that the Committee was interested in understanding the following:
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1)
u)

The land tenure system in Lamu and 1ts effect on cost of living and how the locals want the
Government to address the same.

Why there are squatters in Lamu 40 years after independence yet the Constitution provides
for various land tenure systems which can benefit the locals.

He then mnvited the participants to give their views to the committee.

Views by the people of Lamu

The people of Lamu gave the following views to the committee:

D

V1)

That in the month of August, the Commuttee on Lands visited Lamu to investigate the land
question and the people of Lamu gave their views including memorandum on what they felt
the government should do and that they now needed feedback and not another
parliamentary committee

That the government forcefully removed the local community (the Bajuni) from their lands
on the pretext of them being shifta militia and brought in foreigners to their lands.

That the land in Mpeketoni from which the local communities were evicted was divided into
schemes of which 90% was allocated to foreigners especially the Kikuyu community and

only 10% went to the local communities.

That the government has been discriminating against the local communities 1n land
allocaton as 1t gave Allotment letters to the locals and only gave them 90 days to process
titles or else it takes back the land which it then allocated to foreign communites.

That Kenyan MPs were the ones causing the high cost of living as they are among the
hughest paid members in the world.

That the government should introduce price controls to cushion Kenyans from the high
prices at which essential commodities are sold to them.

vii) That Lamu people are very peace loving and welcoming but that they can be violent if

pushed to the wall like the government was doing by continuously exploiting them.

viii) That the people of Lamu do not have title deeds to lands yet these people are traditionally

1x)

x)

x1)

farmers.
That businesses 1n Lamu have collapsed due to interference by the Government.

That the Government brought members of the Kikuyu community at Mpeketoni and
assisted them to undertake farming activities and development of infrastructure in the area
to the exclusion of the people of Lamu. For instance, the hospital in Mpeketoni is better
equipped than the King Faad Memonal hospital which is the district hospital in Lamu.

That the government has prormsed the people of Lamu schemes of 5 acres yet at Mpeketoni
they are given schemes of 10 acres further adding to the discrimination.

xit) That the foreign communities that come to Lamu should not want to rule the local

communiges.

xiti) That sugar from Somalia with an unstable government which is bought from the black

market from Kismayu 1s far much cheaper than sugar from Kenya which has a stable
government. They should therefore be allowed to import such essential goods like sugar
from Somalia.






x1v) That it has not been raining in most parts of Lamu and some islinds like Faza do not have
dnnking water and it is taken to them by boats from Lamu.

xv) That the water consumed in Lamu island comes from Shela mountains which are the
catchments yet people are already grabbing these mountains and selling them for settlement
purposes causing a danger to the catchment.

xvi) That the salaries of majority of Kenyans has remained the same yet price of essential
commodities has risen so much thus the need to raise salaries of employees to be
commensurate with the increase in commodity prices.

xvi1) That the expected Port of Lamu should benefit the local communities and the locals should
be involved 1n discussions and decision making on 1ssues to do with this port so as to
promote buy in and support by the locals.

xvit) That Members of Parliament should take a break from the campaign trail and concentrate
on development as they have been campaigning since the last general election in 2007.

xix) There is need for the government to invest in irfgation to ensure farming activities take
g S g ‘
place throughout the year so as to ensure food security as there are many untapped nvers at
the Coast.

xx) That the road to Lamu from Mombasa is in a deplorable state thus contributing to the high
cost of commodities.

xx1) That the Government should not waste public funds conducting talks on cohesion yet the
same government was promoting inequality.

xxi1) Lack of a recreation centre in Lamu for children to play as land has been grabbed by private
developers. Fish landing sites have been grabbed by people. The government should revoke
titles to illegally acquired parcels of land.

xxiit) That the people of Lamu should be allowed to harvest mangrove forests for commercial

purposes.

MIN. NO./SC2/176/2011: Conclusion by Chairman
The Chairman concluded the committee hearing by reaffirming to the people of Lamu that all their
views had been recorded and would be presented to parliament and the government for action to be

taken.

MIN. NO./SC2/177/2011: - Any Other Business and Adjournment

There being no other business, the meeting was adjourned at Half past Three O’clock.







MINUTES OF THE 45™ SITTING OF THE PARLIAMENTARY SELECT
COMMITTEE ON COST OF LIVING (PUBLIC HEARING IN MALINDI) HELD ON
FRIDAY, 16™ SEPTEMBER, 2011, AT MALANGA TRADING CENTRE, LANGO BAYA
AT 11.00 AM

PRESENT

Hon. Ababu Namwamba, MP - Chairman
Hon. Shakila Abdalla, MP
Hon. (Dr.) Joyce Laboso, MP

Vice-Chairperson

ABSENT WITH APOLOGY

Hon. Martha Karua, MP

Hon. (Dr.) Eseli Simiyu, MP
Hon. John Mbadi, MP

Hon. Rachel Shebesh, MP
Hon. Elias Mbau, MP

Hon. Charles Kilonzo, MP
Hon. Nkoidilla Ole Lankas, MP
Hon. Mohamed Gabow, MP

IN ATTENDANCE

Hon. Gideon Mung’aro, MP - Area MP

Mr. Edward Libends - Clerk Assistant

Mzt. Brian Kiberass - Hansard Department
MIN. NO./SC2/185/2011: - Preliminaries

The District Officer 1 welcomed members of the committee to Lango Baya division in Malinds and
invited one of the participants to open the meeting with a word of prayer. He then invited the atea
Member of Patliament to welcome the Commuittee to Malanga. The Area MP thanked the
Committee for choosing to come to Malindi constituency and the members of the public for
attending the meeting and explained that the meeting would also be used to launch the Livestock
offtake program in Malindi, IKilifi County. He then invited the Committee chairman to begin the
meeting. The Committee Chairman explained the nature and functions of the Commuittee stating
that the Committee wanted to establish the impact of the msing inflaton and high cost of
commodities on the hives of the people of Malindi. He then invited Members of the public to give
their views requesting them to be as candid as possible.

MIN. NO./SC2/186/2011: - Views of the people of Malindi

The people of Malindi gave the following views to the Commuttee:



1) That most parts of Malindi were semi-arid and received rain on very rare occasions thus
denying the people a chance to grow any food crops and hence the famine ravaging Malindi

1) That the Kenyan relief agencies were not prioritizing Malindi in relief food distribution yet
the people here were also greatly affected by the famine affecting various parts of Malindi.

ut) That the soil type in Malindi was poor and could not sustain food crop production.

tv) That due to the drought affecting most parts of the constituency; most livestock were dying
before they could be taken to the markets for slaughter.

v) That the Government had ignored the Malindi people in adjudication of their lands thus
many of them did not have title deeds and hence lacked security to get credit.

vi) That the Government had taken long to respond to the request for implementation of the
livestock off take program in Malindi to cushion the farmers against losses suffered.

vit) That the Government had ignored the road infrastructure in the region and most roads were
in a dilapidated situation thus increasing transport costs.

vit) That the Fovernment should consider reviving the cashew nut factory to create jobs for the
people of Kilifi County in order to reduce poverty levels.

ix) That the quality of education in the county was low thus creating a cycle of poverty that
spanned generations.

x)  That many young people were resorting to drug consumption due to frustrations and
poverty thus destroying the human capital.

x1)  That the Government should consider tapping the water available in plenty from the rivers
flowing through Kilift County for irrigation purposes to improve food production.

MIN. NO./SC2/187/2011: Conclusion by Chairman

The Chairman concluded the committee hearing by reminding the participants that their voices had
been heard and their views captured verbatim and that the same would be incorporated in the
Committee report that would be presented to parliament for adoption and subsequent

implementation.

MIN. NO./SC2/188/2011: - Any Other Business and Adjournment

There being no other business, the Chairman adjourned the meeting at Twenty five Minutes past
Three O’clock.
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MINUTES OF THE 44™ SITTING OF THE PARLIAMENTARY SELECT COMMITTEE ON
COST OF LIVING (WITH THE MANAGEMENT OF NZOIA SUGAR COMPANY) HELD
ON SATURDAY, 10™ SEPTEMBER, 2011, IN THE NZOIA SUGAR COMPANY
BOARDROOM, AT 2.30 P.M.

PRESENT

Hon. John Mbadi, MP Acting Chairman
Hon. (Dr.) Eseli Simiyu, MP

Hon. Ababu Namwamba, MP

ABSENT WITH APOLOGY

Hon. Shakila Abdalla, MP - Vice-Chairperson
Hon. (Dr.) Joyce Laboso, MP

Hon. Mohamed Gabow, MP

Hon. Martha Karua, MP

Hon. Elias Mbau, MP

Hon. Charles Kilonzo, MP

Hon. Rachel Shebesh, MP

Hon. Nkoidilla Ole Lankas, MP

IN ATTENDANCE

Mr. Edward Libendi - Clerk Assistant

Mr. James Ginono - Clerk Assistant

Mr. Nicodemus Odongo - Budget Officer

Mes. Linda Kiriinya - Research Department
MIN. NO./SC2/170/2011: - Preliminaries

The Acting Chairman called the meeting to order at Twelve O’clock after an opening prayer had
been said. He briefed the meeting about the nature and mandate of the Committee explaining that
the Committee had decided to tour the sugar companies to establish the reasons for the
unprecedented increase in the prce of sugar and why the commodity was in short supply in the
market. That the Committee was also interested in knowing the distnbution network of the
companies of sugar and the price at which the companies were selling the sugar to the distributors.

MIN. NO./sC2/171/2011: - Meeting with the management of Sony Sugar

The Committee heard the following from the management:
1) That the company was closed for annual maintenance duning which the company sought to
invest Ksh.800 million to improve its efficiency.






iif)

1v)

That the Company was highly liquid and had paid all its farmers except its outstanding debt
to Kenya Sugar Board which they were now repaying.

The Company has an Installed capacity of 3,000 tons per day however it has not been able to
operate at optimal level because of inefficiencies only managing 2,700 tons a day.

The company produces an average of 600,000 tons of cane a year and 65,000 tons of sugar a
year and has a Nucleus of 20% and Out-grower base of 80% and further that mature cane
when it re-opens (end of October), will be approximately 180,000 tones.

The Committee heard that the Challenges facing the sector are;

Failure by regulator to control the sector.
Lack of zoning 1n the sugar belts.

Licensing of new sugar companies in an arbitrary manner. A feasibility study was not done
to establish the adequacy of raw materials. This has led to poaching of cane by the new
companies leading to unhealthy competition in the sector.

The Cost of production 1s high because inputs which are imported are expensive thus high
import costs which has been exacerbated by the falling value of the Kenya shilling leading to

huge forex losses.

Non-availability of sugar within the COMESA region and deficit of the commodity in the

main world sugar producers like India and Brazil

Aging machinery and equipment. The company wishes to rehabilitate the milling machines

which started its operations in 1978 but have deteriorated due to age.

The Committee further heard that in January 2011there was enough sugar in the market
because of competition for raw materials as sugar was retailing at Kshs. 3,500 per bag but by
September 2011sugar prices had risen to Kshs. 6,000 and some compantes sold Sugar at
I<sh.8, 500 for a 50kg bag.

The Committee established that;

The Company has a section on Out-grower institutions that are supposed to support farmers
in growing of cane and cane development.-The out-grower institutions are operating like
trade unions and are collecting fees

The weighing of cane at farm gates is not viable especially with 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 minimum is not defined
allowing companies to sprout.

A condition of licensing that a miller must have adequate cane before 1t 1s licensed 1s not
being followed to the latter resulting into the lack of adequate raw material. Some millers
obtain milling licenses through fraud by pretending they require to mill 500 tons a day but
end up milling over 1,500 tons a day like Kibos Sugar factory.

Some millers are encouraging farmers to use organic fertilizer like manure and filter mart in
place of inorganic fertilizer.






* There 1s no pre-buying of sugar from the factory by suppliers and the company only sells
what 1t produces.

MIN. NO./sC2/172/2011: - Conclusion

The management recommended that if the government intends to get value for money from the
factories it intends to privatize, then action should be taken to protect the catchment areas — where
cane 1s produced and privatization of the Company be expedited. The Committee promised to take
up the 1ssues raised with the relevant government bodies.

MIN. NO./SC2/173/2011: - Any Other Business and Adjournment

And there being no other business, the meeting was adjourned at Forty five Minutes past Four
O’clock.







MINUTES OF THE 43" SITTING OF THE PARLIAMENTARY SELECT
COMMITTEE ON COST OF LIVING (WITH THE MANAGEMENT OF MUMIAS
SUGAR COMPANY) HELD ON SATURDAY, 10" SEPTEMBER, 2011, IN THE
MUMIAS SUGAR COMPANY BOARDROOM, AT 11.00 A.M.

PRESENT
Hon. John Mbadi, MP Ag. Chairman

Hon. (Dr.) Eseli Simiyu, MP
Hon. Ababu Namwamba, MP

ABSENT WITH APOLOGY

Hon. Shakila Abdalla, MP = Vice-Chairperson
Hon. (Dr.) Joyce Laboso, MP

Hon. Mohamed Gabow, MP

Hon. Martha Karua, MP

Hon. Elias Mbau, MP

Hon. Charles Kilonzo, MP

Hon. Rachel Shebesh, MP

Hon. Nkoidilla Ole Lankas, MP

IN ATTENDANCE

Mr. Edward Libendt = Clerk Assistant

Mr. James Ginono - Clerk Assistant

Mr. Nicodemus Odongo = Budget Officer

Ms. Linda Kiriinya - Research Department

MIN. NO./SC2/166/2011: B Preliminaries

The Acting Chairman called the meeting to order at Twelve O’clock after an opening prayer had
been said. He brefed the meeting about the nature and mandate of the Committee explaining that
the Committee had decided to tour the sugar companies to establish the reasons for the
unprecedented increase 1n the price of sugar and why the commodity was in short supply in the
market. That the Committee was also interested in knowing the distnbution network of the
companies of sugar and the price at which the companies were selling the sugar to the distributors.

MIN. NO./SC2/167/2011: - Meeting with the management of Sony Sugar

The Commuttee was informed as follows:






1) That the factory has a capacity of 79,000 metric tons and can crash 8,700 tons per day, the
factory has a Product capacity of 300 tons per day and its ideal acreage would be 67,000
hectares.

1) That sugar imports have gradually increased over the years.

w) That this year, due to high international prices, there had been a shortage of 140,000 tons of
the expected imports.

1iv) There had also been a shortage of sugar worldwide of up to 7million tons because most of
the cane was converted into ethanol due to the high fuel costs triggered by the Middle
Eastern unrest which caused imports deficit.

v) That Kenya Sugar Board has been licensing Sugar Millers who do not have enough or have

not developed any cane of their own.

vl) Harvesting of younger cane also contributes to the shortage as there is less recovery during
processing (less sucrose content from younger cane)

vit) That the Company lost 10,000 hectares to maize farming and other purposes which were
more lucrative and fetching more money for the farmers.

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

ix) There i1s need for repeal of the Sugar Act and also for substantive consultative meeting with
all the industry stakeholders to map out new legislation to govern the sugar industry.

x) IKSB should be managed by professionals with expertise. The current board needs to be
reconstituted and replaced as many lack expertise in sugar matters.

xi) Zoning should be done on all the sugar plantations and regions and should be identified by
the size of plantations.

xit) Privatization of state owned corporations could help cut out and manage the issue of cartels.

xit1) There 1s need for establishment of light rallway throughout the sugar plantations to cut out
the high cost of transportation of cane.

xiv) That the Company had diversified its products and previously, it used to process 100,000

metric tons of molasses and sell to organizations but it had now developed their own plant.

xv) A feasibility study conducted showed that the soils are too acidic hence low productivity. To
reverse this, the Company had embarked on a grand project of about 3 billion to purchase
dairy cattle for farmers whose manure could be used in the farms to reduce acidity and at the
same time dairy farming to substitute farmer’s income.

xvi) That the Company has 245 total customers and 30 of them account for 90% of the
turnover. The price at which Mumuias was selling sugar to distributors was Ksh.6,250 for a
50kg bag amounting to Ksh. 125 per kilogram.

xvit) That Mumias Sugar Company had embarked on a program of selling sugar to farmers
the zone directly at Ksh. 120 per kilogram thus cushioning them against exploitation by
retailers.






MIN. NO./SC2/168/2011: - Conclusion

The Management of Mumias Sugar Company concluded by requesting the Committee to review the
Sugar Act in line with the occurrences in the industry. They also requested that the Committee takes
up the issue of privatization of the Sugar Companies with the Privatization Commission to enable
the companies to be economically viable even after the COMESA safeguards are lifted in the year
2012. The management also requested that the proposed Sugar Amendment Act be reviewed in
consultations with the stakeholders to make it practical. The Acting Chairman promused to take up

all the 1ssues raised with the relevant Committees of parliament and to incorporate them in its

ICpOL’t.

MIN. NO./SC2/169/2011: - Any Other Business and Adjournment

And there being no other business, the meeting was adjourned at Thirty five Minutes past Twelve
O’clock.
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MINUTES OF THE 42nd SITTING OF THE PARLIAMENTARY SELECT
COMMITTEE ON COST OF LIVING (WITH THE MANAGEMENT OF MUHORONI
SUGAR COMPANY) HELD ON FRIDAY, 9™ SEPTEMBER, 2011, IN THE
MUHORONI SUGAR COMPANY BOARDROOM, AT 4.00 P.M.

PRESENT

Hon. Ababu Namwamba, MP

Hon. John Mbadi, MP

Hon. (Dr.) Eseli Simiyu, MP - Ag. Chairman

ABSENT WITH APOLOGY

Hon. Shakila Abdalla, MP - Vice-Chairperson
Hon. (Dr.) Joyce Laboso, MP

Hon. Mohamed Gabow, MP

Hon. Martha Karua, MP

Hon. Elias Mbau, MP

Hon. Charles Kilonzo, MP

Hon. Rachel Shebesh, MP

Hon. Nkoidilla Ole Lankas, MP

IN ATTENDANCE

Mr. Edward Libend: . Clerk Assistant

Mr. James Ginono - Clerk Assistant

Mr. Nicodemus Odongo - Budget Officer

Ms. Linda Kiriinya - Research Department
MIN. NO./SC2/163/2011; - Preliminaries

The Acting Chairman called the meeting to order at Twelve O’clock after an opening prayer had
been said. He briefed the meeting about the nature and mandate of the Committee explaining that
the Committee had decided to tour the sugar companies to establish the reasons for the
unprecedented increase in the price of sugar and why the commodity was in short supply in the
market. That the Committee was also interested in knowing the distribution network of the
companies of sugar and the price at which the companies were selling the sugar to the distributors.

MIN. NO./SC2/164/2011: - Meeting with the management of Muhoroni Sugar

The Committee heard the following regarding the issues it had raised which are listed above:
a) "That Muhoroni Sugar Company was incorporated in 1964 and started operations in 1966.
b) The Company was put under receivership in the year 2000 after a debt owed to NBK.

) The Company covers around 10,000 farmers and four districts, Nyando, Nandi South,
Kericho and Kisumu.






d) The current management is the 2™ group of recerver managers who came 1nto office in

2005.

e) The ratio of tones of cane mulled to tons of sugar produced is high because of operational
inefficiencies and poor sugar vaneties hence the high cost of the sugar.

f) From April to August, the factory had been operating losses and was operating at 20%
capacity then.

g) That Muhoroni only had a market share of 6.8% of the country

Distribution of Sugar

The following are some of the distnbutors who buy sugar from Muhoroni and all of them usually
come for the sugar themselves from the factory saving the company of transportation costs:
Nakumatt, Uchumi, Naivas, Yatin, Ukwala, Gilamus, Eldo supermarket, Shivling, BN kotecha,
Pramukh and Kipchimchim enterpnses among others.

Why the current shortage?
a) Shortage of cane

b) Commissioning new sugar mulls in Western Kenya (Butali) and Nyando Sugar Belt (Kibos)

without adequate cane development
c) Absence of legislation on zoning thus allowing new millers to poach cane.

d) As a result, the factory is receiving about 400 tons of cane only in a day yet it has a capacity
to process 2,000 tons a day making it to work about two to 3 days a week only.

e) Unethical competition from certain companies which increase cane prices to non-viable
levels yet they do not have any major investments like cane development. Some compantes

had increased the price paid per ton from 2,850 shillings in July, 2010 to 4,000 in August,
2011 without any fundamentals informing the increase.

f) That new companies are shying away from development of cane because it costs about
140,000 to develop an hectare of cane which is an expensive

g) The companies are now harvestung and crushing cane before its maturity e.g. upto 13
months old cane thus harvesting more cane to crush the same sucrose content

h) The company supports the farmers with inputs to grow cane but the farmers sell the cane to
other companies hence losses to the government.

1) That the Company had decided to be accumulating cane and only milling for two days in a
week hence resorting to laying off casual workers because of reduced workload since Apnl
2011 and contnbuting to unemployment i the area.

;) That the Company had applied for a loan from the KSB for development of cane in the
Miwamu zone after collapse of Miwani Sugar Company.

k) That the main contabutor to the high price of sugar was the cane shortage in the country
coupled with closure of companies for annual maintenance especially closure of Mumuas
Sugar company which had the largest share of the market.






I)  That the company further had inefficient and aging equpment thus contrbutng to the high

cost of production

m) That Kibos Sugar Company was established in 2007 and developed a weighbndge 1n the
Muhoroni zone 1 2008 against which Muhoroni protested. It was given a hicense for milling
500-800 tons a day but were now milling up to 1500 tons a day yet it does not have cane.

The management of Muhoroni proposed the following as some recommendations that the
Committee could take up:

a) Mandatory closure of all the mills in the Nyando zone for three months to allow cane to
grow and mature. During this period, the mills and KSB should device and implement
comprehensive cane development plans and KSB through the Sugar Development Levy
should cover the costs of maintaining the closed factory

b) Zoning so that whoever is interested in crushing cane develops the cane himself

¢) Introduction of suitable cane varieties in the Nyando belt by Kenya Sugar Research
Foundation (KESREF)

d) Review the draft Sugar regulations and gazette them to enforce zoning and licensing of new
factores.

e) Accelerate privatization of Government owned sugar mills in order to get new capital and
technology to support capacity expansion, modernization and diversification

f) Promote and provide for irrigation in the Nyando sugar belt.

g) The condition for a license must be enforced strictly so that before a license is issued, the
companies should have a comprehensive program of cane development.

The Committee Members sought clarifications on the following:
1) What other cost cutting measures if any, the Company had put in place?

i) Whether or not they had knowledge of existence of cartels in the sugar sector and if so who

these cartels were and whether this was a cyclical problem coming only before elections.

Response by Management of Muhoroni
i) That indeed, there were sugar shortages in 2007 which resulted in the government fixing
price of sugar sold by government millers.

1) That there were some forward purchases where if companies have a feeling that sugar price
will decrease, it negotiates with a distributor to sell to it sugar which it intends to produce for
a while.

w) That the endgame of the few millers setang up plants without cane development 1s to ensure
that the companies collapse and they purchase them cheaply after which farmers will be held
at ransom as they will not have a place/factory to deliver their cane and thus cane prce will
be at a very low price.






MIN. NO./SC2/165/2011: - Any Other Business and Adjournment

And there being no other business, the meeting was adjourned at Twenty Five minutes past Six

O’clock.
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MINUTES OF THE 41ST SITTING OF THE PARLIAMENTARY SELECT
COMMITTEE ON COST OF LIVING (WITH THE MANAGEMENT OF SONY
SUGAR COMPANY) HELD ON FRIDAY, 9™ SEPTEMBER, 2011, IN THE SONY
SUGAR COMPANY BOARDROOM, AT 11.00 A.M.

PRESENT

Hon. (Dr.) Eseli Simiyu, MP Ag. Chairman
Hon. John Mbadi, MP

Hon. Ababu Namwamba, MP

ABSENT WITH APOLOGY

Hon. Shakila Abdalla, MP . Vice-Chairperson
Hon. (Dr.) Joyce Laboso, MP

Hon. Mohamed Gabow, MP

Hon. Martha Karua, MP

Hon. Elias Mbau, MP

Hon. Charles Kilonzo, MP

Hon. Rachel Shebesh, MP

Hon. Nkoidilla Ole Lankas, MP

IN ATTENDANCE

Mr. Edward Libendi - Clerk Assistant

Mr. James Ginono - Clerk Assistant

Mr. Nicodemus Odongo - Budget Officer

Ms. Linda Kininya . Research Department
MIN. NO./SC2/160/2011: - Preliminaries

The Acting Chairman called the meeting to order at Twelve O’clock after an opening prayer had
been said. He briefed the meeting about the nature and mandate of the Committee explaining that
the Committee had decided to tour the sugar companies to establish the reasons for the
unprecedented increase in the price of sugar and why the commodity was in short supply in the
market. That the Committee was also interested in knowing the distribution network of the
companies of sugar and the price at which the companies were selling the sugar to the distributors.

MIN. NO./SC2/161/2011: - Meeting with the management of Sony Sugar

The Commuittee was told the following by the management of the company:

a) That Annual demand for sugar in Kenya 1s 800,000 tons but the total production 1s 570,000

tons, creating a deficit of 230,000 tons thus Kenya is a net importer of sugar.

a) That the Company had been making losses over the years. The cumulative loss for
2010/2011 was Ksh.816.8 million which was a reduction from previous years and this 1s
likely to go down even further as management were focused on turning the company round

to profitability.






g)
h)

Turnover has also grown steadily; in 2010/2011 it was Ksh.6 million and 201 1/2012 could
be at Ksh.8 million.

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

Cane hectares under nucleus estates 1s 2,080.99 and under out growers i1s 14,482.79 adding
up to a total to a total of 16,564.

That the company was selling sugar to distnbutors at Ksh.6,500 for a 50kg bag which
roughly translated to Ksh.130 for a kilogram and yet the same was being sold by
supermarket chains at I(sh.210 ~215 per kg. This 1s despite the fact that Sony delivers sugar
to its wholesale distributors’ warehouses which costs like IKsh.2 per kilo so there are no
transport costs for buyers.

Wholesalers cannot justify the huge price hikes of sugar.
That 63% of cane price 1s used to pay farmers.

SONY supplies directly to schools and learning institutions as a way of cushioning them
from the inflated market prices.

Challenges

a)

b)

9

d)

)

g)
h)

The factory machinery is old and milling technology used is also old and inefficient but plans
are underway to upgrade using optimization to increase crushing capacity to 3000tons.

Competition with other licensed millers for raw material that Sony Sugar has developed even
by mullers from Nyando and Western.

The Sugar Act is flawed and archaic and does not serve to protect or even benefit the

farmer.

Farmers have no access to credit and unless the Government promotes 80% of production
for farmers (company financing), there would be no hope for sustainable cane production.
Currently from offering these services Sony holds I<sh.500,000 in loans to farmers.

There is cane shortage in the western belt and this situation is moving to the Nyanza Belt.
This has been caused by licensing of a number of sugar companies like Kibos in the Nyando
belt and Butalii in Malava without the companies having developed sufficient cane to mull.
Sony Sugar Company for example, has sufficient cane for milling but this could only be n
the short run as about three companies have been licensed in the region which have not
developed their cane namely Trans Mara, Ndhiwa and Sukari.

The 1ssue of zoning is also a big challenge because Millers’ raw material is not protected by
the Act.

COMESA region 1s also experiencing sugar shortages.

[L.and subdivision has affected cane farming in the region as people were dividing their lands
for settlement purposes affecting productivity of their farms.

That Sony supplies only 20% of the IK(enyan market with sugar while Mumias Sugar serves
50% of the market thus, the shortage could be attnbuted to the closure of Mumias Sugar
Company for maintenance. It is therefore paramount for the Kenya Sugar Board (KSB) to
ensure Mumias Sugar Company has enough cane at all imes.

2






i) KSB has not done its job of secunng the borders to monitor what comes 1a and what goes
out to curb illegal imports and exports. As a result, sugar illegally comes into the Country
and leaves the Country through our porous borders.

Proposed solutions
The management of Sony Sugar Company Limited proposed that the Committee takes up the

following to ensure the stability of the sugar industry in Kenya:

a) Kenya Sugar Board (KSB) must ensurc they give licenses to millers who have developed
enough sugarcane to mull only.

b) There is need to review the Sugar Act and especially the role of the KSB to ensure they play
their proper regulatory role and restore stability in the sector.

¢) KSB needs to look at the value chain of sugar production and identfy gaps and put
mitigation measures.

MIN. NO./SC2/162/2011: - Any Other Business and Adjournment

And there being no other business, the meeting was adjourned at Fifteen Minutes to Two O’clock.
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MINUTES OF THE 40™ SITTING OF THE PARLIAMENTARY SELECT
COMMITTEE ON COST OF LIVING (WITH OFFICIALS FROM THE UNITED
STATES OF AMERICA EMBASSY IN NAIROBI) HELD ON THURSDAY, 8™
SEPTEMBER, 2011, IN THE MAIN CONFERENCE ROOM, COUNTY HALL, AT 10.00

A M.

PRESENT

Hon. Ababu Namwamba, MP Chairman
Hon. (Dr.) Eseli Simiyu, MP

Hon. John Mbadi, MP

Hon. Elias Mbau, MP

Hon. (D1.) Joyce Laboso, MP

ABSENT WITH APOLOGY

Hon. Shakila Abdalla, MP - Vice-Chaurperson
Hon. Mohamed Gabow, MP

Hon. Martha Karua, MP

Hon. Charles Kilonzo, MP

Hon. Rachel Shebesh, MP

Hon. Nkoidilla Ole Lankas, MP

IN ATTENDANCE

Mr. Edward Libendi: - Clerk Assistant

Mr. James Ginono - Clerk Assistant

Ms. Farida Ngasura - Hansard Reporter
Ms. Linda Kininya - Research Department
MIN. NO./SC2/156/2011: - Preliminaries

The Chairman called the meeting to order at Five minutes past Ten O’clock and opened the meeting
with a word of prayer. He introduced members of the Committee present and invited the officials
from the U.S embassy to introduce themselves. He thereafter gave a brief of the nature and work of
the committee, what it had done so far and explained that they had invited the embassy officials to
get technical assistance regarding some of the recommendations the Committee intended to propose
to address the nising cost of living. He thereafter opened up the meeting for discussion.

MIN. NO./SC2/157/2011: - Issues discussed with the USA Embassy officials

The Chairman informed the participants that the objective of the meeting was to establish how the
United States Government had implemented the following issues which the Committee intended to
recommend for Kenya in their report:

a) Strategic O1l Reserves






Social Welfare program for the poor

Disaster Risk management

How to deal with cartels that may exist in provision of essential commodities
Guaranteed Minimum Returns for farmers.

The Committee wished to understand whether the United States of America had legislations

implementing some of these proposals or if it was just by an Executive order or a matter of policy to

establish if the same could be replicated here.

Specifically, the Committee sought to understand the following issues from the delegates from the

US embassy:

a)

b)
<)

d)

How the USA deals with overlapping mandates across ministries or departments e.g.
Ministry of Special Programmes, Arid Lands, Internal Security and Agriculture.

How the USA manages risks to reduce the number of casualties during disasters.

How the USA deals with cartels in the essential goods and major sectors of the economy and
especially cartels, who are among the elite and linked to the political class.

How the US government has implemented Economic stmulus programs to spur the
economy.

How the US government had established its strategic oil reserve and the manner in which 1t
1s managed

The manner in which the US government assists its farmers to ensure the country 1s food

secure

Response by the US Embassy Officials

b)

d)

Strategic Oil Reserves

The strategic oil reserves was established in 1975 and anchored 1n the Energy Policy and
Conservation Act (EPCA) with the aim of countering severe oil supply interruptions which
arose after the 1973 /4 fuel embargo.

That currently, the USA held the world’s largest emergency supply of crude petroleum and
fuel facilities in five different locations including in the Gulf of Mexico underground salt
dams beneath the surface of the earth where petroleum is stored under careful conditions

and the pressure of the earth makes it leak-free and the natural temperature gradient.

That these reserves provide a 34 day fuel supply to the US during emergency in case of
severe disruptions of supply in the world market. The reserves are however not used to

mutigate the fuel prices.

That the Kenya Government could deal with the challenges in the oil sector by reviewing the
entire supply chain of petroleum products. It needs to do an analysis of the energy sector

from the tendering for bulk imports to the price at pump in order to identify where the






d)

iii)

b)

constraints might be. e.g. the single pipeline from Mombasa to Nairobt which 1s a constraint

and limits capacity especially when it is closed for repairs and maintenance.

To study the entire supply chain to identify the vulnerabilities and places where the highest
cost 1s being added to the fuel so as to address the same.

Social Welfare Program to cater for the poor and most vulnerable

On social welfare program, the Ministry of Gender has signed an MOU with OXFAM and
JICA that was working well. Government should identify vulnerable urban impoverished
people who cannot manage to put a meal on the table and offer cash transfers which are
more humane than food aid rations so that the families can decide how to budget for their
needs as research had shown that the cash transfers are used for food and health care and

hardly ever for luxury.

That the Government could also consider introducing a feeding program for lactating
mothers and infants for nutritional supplements.

Government can also establish food stamps under income based mechanisms. These are 1n
form of vouchers which can be presented in grocery stores and other shops in exchange for

food.

In Ethiopia there is a safety net program targeting 8 mullion vulnerable rural poor with
monthly cash and food transfers. This 1s a multt NGO funded program.

Disaster Risk Reduction

That in the USA, there exists a Federal Emergency Management Agency which deals with
disaster management. Most of these deal with community farming, marginal agricultural

regions, and livestock farming under Disaster Risk Reduction.

That the US Government has mitigation measures which are deemed safe options in case of
disaster strikes. These include the use of Public Relations through the media to disseminate
information and interact with the public on issues of emergencies and early warning signs of
eventualities. That there disaster management revolves around Planning, Preparedness and
Mitigation in case the disaster strikes which is basically what Disaster Risk Reduction is all

about.

In order to avoid various Government departments replicating projects, the related
departments should always work 1n liaison with each other in order to keep up to speed with
each other’s undertakings.

Guaranteed Minimum Returns for farmers to incentivize production

The Government should develop an agriculture insurance policy which would be vital to

take care of the Guaranteed Minimum Returns for farmers.






b) Additonally on GMR, the Government together with other donor agencies could partner
with Kenya Agricultural Research Institute (ICARI) to come up with drought resistant seeds,

and seed multiplication of the various resistant varieties.

¢) The Government must also put serious measures to curb against post harvest losses which
are very high in Kenya. Storage facilities must be provided in accessible areas for farmers to

store their produce and also markets be availed to ensure farmers gain from their activities.

d) Government of US offers its farmers subsidies and provides them with education and
training on modern farming techniques and market prices in order for them to be well
informed of their trade. It 1s therefore essential for the Kenyan Government to offer its

farmers extension services.

e) With the EA integration and good regional planning, cereal crops should be able to move
freely across the region. Liberalization should be able to benefit all stakeholders instead of

exploiting local producers.
f) That Land sub division poses a big challenge to farming in Kenya unlike in the USA where

farming 1s done on large scale and hence it 1s more profitable. Land policy should be put in
place to ensure protection of mechanized and sustainable farming in Kenya.

v) Dealing with Cartels and Monopoly

a) That the issues of monopolies and oligarchies can be traced to the kind of regulation in
terms of policies and laws that are in place to govern the same. In a capitalist state, there are
mechanisms to bring equity in 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 drastically with the entry of many players to the market. The US particularly

discourages monopolies in the economy in a bid to protect the consumer.

b) They named OPEC as an example of cartels in the USA, considering that OPEC has few
players who control the big oil business. However, today the USA 1s focused on diversifying

to alternative 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 rght from production to consumption to curtail cartels and monopolies
considering that it 1s able to make every part efficient and effective cartels and high costs will
be nd out. The Leader of the delegation, Mr. Whitaker promised to forward to the
Committee a copy of their Energy Policy and Conservation Act (EPCA) to enable the
Kenyans to borrow best practice from 1t.

MIN. NO./5C2/158/2011: - Conclusion by the Committee Members

The Chairman thanked the USA embassy officials for finding time despite the short notice to meet
with the Committee. The members were especially grateful for the information provided by the






US embassy officials and requested the officials to continue assisting the Committee even as it
concludes its work and prepares the legislations it intended to bring to parliament.

MIN. NO./5C2/159/2011: - Any Other Business and Adjournment

And there being no other business, the meeting was adjourned at Twelve O’clock.
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MINUTES OF THE 39™ SITTING OF THE PARLIAMENTARY SELECT
COMMITTEE ON COST OF LIVING (PUBLIC HEARING IN ELDORET
WITH KENYA FARMERS ASSOCIATION) HELD ON MONDAY, 5™
SEPTEMBER, 2011 AT THE ELDORET SPORTS CLUB AT 10.00 AM.

PRESENT

Hon. Ababu Namwamba, MP - Chairman
Hon. (Dr.) Eseli Simiyu, MP

Hon. Rachel Shebesh, MP

ABSENT WITH APOLOGY

Hon. Shakila Abdalla, MP - Vice-Chairperson
Hon. Martha Karua, MP

Hon. Chatles Kilonzo, MP

Hon. (Dr.) Joyce Laboso, MP

Hon. Nkoidilla Ole Lankas, MP

Hon. Elias Mbau, MP

Hon. Mohamed Gabow, MP

Hon. John Mbadi, MP

IN ATTENDANCE

Mr. Edward Libend: - Clerk Assistant
Mr. James Ginono . Clerk Assistant
Ms. Linda Kiriinya - Researcher

Ms. Farida Ngasura - Hansard Reporter
Mr. Nicodemus Odongo - Budget Officer
MIN. NO./SC2/153/2011: - Preliminary

The Committee was welcomed to Eldoret by the Regional Commissioner, North Rift, Mr.
Wanyama and the organizing secretary of the Kenya Farmers Association, Mr. Menjo. The
Regional Commissioner thanked the Committee for coming to Eldoret for the third ime
now in a span of three months.

The Organizing Secretary of Kenya Farmers Association then explained to the Committee
the reason for inviting the Committee to Eldoret stating that they required a feedback from
the Committee regarding progress of revival of Kenya Farmers Association as discussed
during the Kenya Farmers Association meeting held on 18* August, 2011 at the NCPB Hall
in Eldoret. He then invited the Chairman of the Committee to take over the meeting. The
Chairman invited the farmers to give their views and they stated as follows:

MIN. NO./SC2/154/2011: - Views from the farmers







b)

k)

y

That National Bank of Kenya (NBK) and Barclays Bank of Kenya (BBK) are the
greatest creditors of Kenya Farmers Association and their request 1s that the loan to
NBK be written off as NBIK had also been salvaged by a loan from the Government
which was basically tax payers’ money.

That Kenya Farmers Association 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 maize delivered to NCPB by farmers delays too much yet when the
Government 1s required to import maize, it releases money very fast. Furthermore,
the NCPB does not give fertilizer to the farmers who are awaiting payment of their
maize unless they pay in cash.

The Government should renew leases for assets of Kenya Farmers Association and
waive the rates owed to county councils by the KFA.

That the KFA used to provide farmers with farm inputs like seeds, fertilizer, diesel
and tractors and also assisted them in harvesting of crops, keeping the harvest and
then selling the same when the price 1s good.

That loans owed to AFC by farmers should be written off since most of them lost
their produce in the 2007 election violence and the crop failure due to the drought
and rain failure afterwards.

That the Government should restrain from zero rating imports of wheat and maize
at harvest time.

That farmers lacked storage facilities for their grains after harvest which made them
vulnerable to sell their maize cheaply after harvest.

The Government should develop and implement measures to prohibit harvesting of
green maize as this was contributing to food scarcity in the country.

That loans owed to AFC by farmers keep earning interest even after farmers have
delivered maize to the NCPB. There is need for AFC and NCPB to coordinate so
that AFC stops charging interest afer the farmer delivers maize to NCPB.

That Guaranteed Minimum Returns was stopped 1 1979 yet it was encouraging
farmers to grow food crops. There is need for the Government to reintroduce GMR
and insurance against crop failure.

That there is a reason why the Agrarian Revolution preceded the Industrial
Revolution as no country in the world can be successful without being able to feed
its population. There 1s thus need for the government to invest more in the Ministry
of Agriculture in order to ensure the country is food secure.

The Chairman of the Committee and the other committee members present responded as

follows:

)

That he had promised to push for revival of the Kenya Farmers Association due to
its importance to farmers and that he had moved a Motion in Parliament urging the






b)

d)

Government to allocate Ksh. 1.3 billion to the Kenya Farmers Association for its
revival which Motion was discussed and adopted by parliament on 30" August, 2011

That after meeting farmers in Narok, many of whom had taken loans from AFC for
maize and wheat production and had been unable to repay the loans because their
crops had failed and AFC had written to them threatening to auction their farms, the
Committee resolved to move a Motion urging the Government to allocate Ksh. 2
billion to AFC to undertake its work and also urging that AFc waives the loans or
interest on loans owed by the farmers. The Chairman however requested the farmers
who have AFC debts to go negotiate with AFC so that the repayment schedule can
be adjusted.

That the Committee will seek to secure the interests of the dairy farmer until the
question of the property and assets of the farmer in the New KCC are ascertained.
He assured the farmers that the Committee would be filing a Motion in Parliament
seeking to stop privatization of the New KCC until the status of assets and shares of
farmers therein are determined.

That there was need for structured engagement between the Government and
farmers akin to the Prime Minister’s Round Table with Private Sector to ensure that
the policy formulators and implementers come up with laws and policies that are in
sync with current happenings.

The Regional Manager of NCPB stated as follows:

a)

b)

That the Government had increased the price at which the NCPB would buy maize
to farmers to Ksh.3,600 which was a good price and he urged farmers to take their
maize to NCPB as it now had money to purchase the maize.

That the Warehouse Receipting System was a good policy and that farmers were
encouraged to adopt it. However, that the NCPB management would be visiting
farmers to explain to them how the system works and its benefits.

That farmers in the North Rift would be harvesting wheat starting 1n October and
that the Committee should help it lobby the Government to release funds to it early
to enable it purchase the wheat from farmers early to reduce exploitation by middle
men.

The Kenya Seed Company representative who was present explained that this year, the
Kefiya Seed Company had planted enough seeds and therefore they will not have any
shortage.

The representative of the Agricultural Finance Corporation had this to say:

a)

b)

That AFC’s role is to ensure that farmers have adequate capital to undertake farming
and that during the current year, 2011, AFC had advanced about Ksh. 160 million to
wheat and maize farmers.

That a big challenge 1n farming was lack of market linkages and linkage with NCPB
that would ensure that when farmers have harvested, they could be given farm inputs
like fertilizer and seeds against 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
avold auction of their property.

d) That the AFC also has funds to finance value adding activities to the farmer which is
rarely utilized.

Conclusion

The Chairman thanked the Regional Commissioner for the support he had always give the
Committee when the Committee held sittings in Eldoret. He promised that the Committee
would take up the issues raised by the farmers and ensure they are implemented as they were
key to ensuring the country is food secure. He invited one of the farmers to close the

meeting with a word of prayer.

MIN. NO./SC2/155/2011: B Adjournment

There being no other business and the time being Half past Four O’clock, the Chairman
adjourned the meeting.







MINUTES OF THE 38™ SITTING OF THE PARLIAMENTARY SELECT COMMITTEE ON
COST OF LIVING (PUBLIC HEARING IN LOKICHAR) HELD ON SATURDAY, 30™ JULY,
2011, AT THE MEETING HALL, DISTRICT COMMISSIONER'S OFFICE IN LOKICHAR,
AT 10.30 A M.

PRESENT

Hon. Ababu Namwamba, MP - Chairman
Hon. Rachel Shebesh, MP

Hon. Nkoidilla Ole Lankas, MP

ABSENT WITH APOLOGY

Hon. Shakila Abdalla, MP - Vice-Chairperson
Hon. (Dr.) Joyce Laboso, MP

Hon. Mohamed Gabow, MP

Hon. John Mbadi, MP

Hon. (Dr.) Eseli Simiyu, MP

Hon. Martha Karua, MP

Hon. Elias Mbau, MP

Hon. Charles Kilonzo, MP

IN ATTENDANCE

Hon. Josephat Nanok, MP - Area MP

Mr. Edward Libendi - Clerk Assistant

Ms. Faridah Ngasura - Hansard Department
Mes. Linda Kiriinya - Research Department
MIN. NO./5C2/150/2011: - Preliminaries

The District Officer 1 welcomed Members of the Committee to Lokichar and requested
one of the elders to pray before handing over the meeting to the Chairman of the
Committee. The Chairman called the meeting to order at Eleven O’clock and invited the
Committee Members to introduce themselves and explain to the people the purpose of
their visit.

The Committee members explained the mandate of the committee, what the Committee
had done so far and the reason they had chosen to come to Turkana especially at that
time when the area had been hit by famine and a number of people had been reported
dead. The Members explained that the focus of the whole country was on Turkana
because of the ravaging famine and that they wanted to establish whether or not the
Government’s sentiments that no one had died as a result of hunger was true.






Hon. Shebesh, one of the Committee Members present then invited the people of
Lokichar to give their views to the Committee urging them to be candid in their
presentations assuring them that their views would be forwarded to Parliament and to
the Government for implementation.

MIN. NO./5C2/151/2011: - Issues raised by the public during the meeting;

The DO 1 facilitated the public hearing and a total of fifteen people gave their views to
the Committee raising the following issues and recommendations:

1.
P
3.

10,

That Drought is one of the greatest problem facing the people of Turkana
There is lack of medicine for their livestock hence most of them die of diseases

The rains had failed in the area for the past one year and therefore they do not
have water for their domestic purposes, for livestock and for farming exacerbating
the famine.

That distribution of relief food was being undertaken unfairly as only a small
percentage of the needy population was receiving the food and in small and
inadequate quantities. That food is distributed according to the population
counted per homestead yet the non governmental organizations take down less
than the number of people in the homestead thus bringing less food.

Insecurity in the area is high and the people are under constant attacks from the
neighboring communities and even the police officers sent to provide security are
overpowered and killed by the bandits. That attacks on security officers in the
area by civilians from neighbouring communities was on the rise and this was
scaring policemen from coming to Turkana

The roads to Lokichar and to the remote parts of Turkana like Kalapata are in
deplorable condition thus preventing access of relief food and medical supplies to
the people

. That the main economic activity of the Turkana people is livestock rearing yet

most of their livestock have died due to diseases, drought and the remaining ones
taken away by cattle rustlers.

That most of the land belonging to Turkanas had been grabbed by their
neighbours and the locals now lacked adequate land for grazing their animals.
There was thus need to demarcate the land and clearly indicate the boundaries of
the land of Turkanas from that of their neighbours.

. Most of the land in Turkana South is dry and the soil is not arable for example the

land between Lodwar and Lokichar is not suitable for growing anything as the soil
is poor and there is no water.

There are very few Turkanas who are educated because in the past, they had a lot
of livestock and this made the people assume that they were food secure and
therefore did not think taking their children to school was important. The few

2






1.

12

13.

14.

15.

16.

18.

who are educated and have stable employment therefore have to cater for many
other dependents from their extended families.

The Kenya Police Reservists are not paid and thus are demotivated and also have
weapons that are inferior to those of bandits and rustlers thus not providing
adequate security.

Dependence on relief food by the local communities was preventing them from
venturing in income earning activities contributing to the high poverty in the area.

Veterinary services in the area are not adequate yet the people are pastoralist and
the services available are expensive and not affordable for the locals thus the
people request that the government should provide or subsidize these services.

One resident wondered whether the Government really existed and if indeed it
did whether it had ears as the people of Lokichar have been called to meetings by
the District Commissioner severally where they have given their views on what
the Government should do to address their plight but they have never gotten
feedback whether positive or negative thus begging the question whether the
Government would come to the aid of the Turkana people just like Jesus Christ
came when he was not expected.

That many school going children were absenting themselves from school because
the distance from home to schools is very long and sometimes they have to join
their parents in search of food and water. There was a proposal therefore that the
Government should convert all primary schools in Turkana into boarding schools
and revise fees for primary schools according to the needs and ability of the
parents.

That weather prediction by the Meteorological department was not accurate thus
making the locals not able to plan accordingly.

. The number of teachers in Turkana County was very small thus the ratio of

teachers to students was very little affecting quality of education.

That the Turkana people have always been marginalized and even in
representation, though the county is big (77,000 square kms), they only have
three Members of Parliament and the Government had with held census results of
the area in furtherance of this marginalization. The people vowed not to allow
the Ministry of Planning to repeat the population census in the area and instead
demanded that the Government releases the results of the 2009 population
census.

. That the road between Lodwar and Kitale is very poor and insecure and chances

of travelling from Kitale to Lodwar without incident is 50% and furthermore,
transporters and traders who bring in goods pass on the extra cost caused by the
poor state of the road and insecurity to the consumers.

20.That some NGOs seem to have a monopoly in Turkana and are using the Turkana

community and other marginalized communities like Somalis as conduits to raise






funds in Kenya and enrich themselves and the interest of the common man was
not one of their key objectives. That the Government should allow other NGOs
with good intentions to come operate in Turkana.

21. That the Government should implement a plan aimed at compensating the people
of Turkana of the livestock they lose due to rustling and also assist them in
restocking after the famine.

22.Most land in Turkana South and the Larger Turkana is trust land and the locals do
not have titles to these lands thus cannot use them as collateral for loans.

23.That the Government school feeding program should be implemented even
during the time when schools have closed

24.There is no electricity in Turkana yet there is power generated from the River
Turkwell. People here use kerosene lamps which are a health hazard and the
kerosene is expensive. That if electricity was provided and lighting improved,
even cattle rustling would end

25.That there are two permanent rivers in Turkana: River Turkwell and Kerio and if
the Government invested in irrigation, then Turkana area would be food secure.

26.School dropout rate in Turkana especially the girl child is high due to poverty and
these girls end up participating in immoral activities in order to earn a livelihood,
many of them dropping out due to early pregnancies.

27.That Lokichar has about 6,000 internally displaced people, some from the 2007
elections and some as a result of rustling and insecurity from neighboring
communities and the

PROPOSED SOLUTIONS

The people of Turkana South proposed the following as viable solutions to the ills facing
their community:

1. The Government should provide or subsidize livestock treatment for the livestock

2. The Government should provide adequate security to the people

3. The Government should build roads so that even the remote areas can be

accessible to enable food distribution

4. The Government should provide medicine for people who are sick and

vulnerable.

5. The Government should compensate the people by restocking the cattle that they

have lost through rustling and disease.






6. All primary and secondary schools should be made boarding to prevent children

from walking over 20 kms to access schools

7. The Government should expand irrigation schemes per acreage to enhance food

security.

8. The Government should decentralize food relief stock centers instead of all of it
being centered in Lodwar to reduce corruption.

CONCLUSION

The Chairman informed the participants that the Committee had taken their views
seriously and would ensure that the voices of the people of Turkana south are heard in
parliament and their issues are addressed by Government. The Chairman then thanked
the area Member of Parliament for joining the committee during its sittings in Lodwar
and Lokichar, the Provincial administration for arranging the meeting and the public for
attending in large numbers and promised to have the Committee meet the NGOs
operating in Turkana to discuss some of the issues raised by the Community before
travelling back to Nairobi.

MIN. NO./5C2/152/2011: - Any Other Business and Adjournment

And there being no other business, the meeting was adjourned at Half past Three
O’clock, after which the Committee embarked on relief food distribution exercise.
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MINUTES OF THE 36™ SITTING OF THE PARLIAMENTARY SELECT COMMITTEE ON
COST OF LIVING (PUBLIC HEARING IN LODWAR) HELD ON FRIDAY, 29™ JULY;
2011, IN THE TOWN HALL IN LODWAR, AT 11.00 A.M.
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PRESENT

Hon. Ababu Namwamba, MP - Chairman
Hon. Rachel Shebesh, MP

Hon. Nkoidilla Ole Lankas, MP

ABSENT WITH APOLOGY

Hon. Shakila Abdalla, MP - Vice-Chairperson
Hon. (Dr.) Joyce Laboso, MP

Hon. Mohamed Gabow, MP

Hon. John Mbadi, MP

Hon. (Dr.) Eseli Simiyu, MP

Hon. Martha Karua, MP

Hon. Elias Mbau, MP

Hon. Charles Kilonzo, MP

IN ATTENDANCE

Hon. Josephat Nanok, MP - Area MP

Mr. Edward Libendi - Clerk Assistant

Mr. James Ginono - Clerk Assistant

MEs. Linda Kiriinya - Research Department
MIN. NO./5C2/146/2011: - Preliminaries

The Chairman called the meeting to order at Half past Ten O’clock after a word of
prayer from a member of the public. The District Officer then welcomed the Committee
Members to Turkana and explained to the local participants the purpose of the
Committee’s visit and urged them to be free in their discussions. He then invited one of
the Member’s of Parliament from Turkana County who was present to give brief remarks
before welcoming the committee Chairman.

The Chairman explained the reasons for formation of the Committee on Cost of Living,
its mandate and the work it had undertaken so far stating that the Committee had just
come from Bomet and Narok to investigate the food security situation and was now in
Turkana to establish the reasons for the famine that was ravaging the area and other
challenges facing the people in Lodwar concerning the cost of living. He then invited the
residents of Turkana to give their views urging them to be candid in their contributions as
they would be protected by parliamentary privilege.






MIN. NO./5C2/147/2011: - Views from the people of Lodwar

A total of twenty people drawn from livestock farmers, traders, teachers, women
representatives, elders, youth representatives, NGO employees and government officers
spoke at the meeting and below is a summary of the issues the participants raised:

1) That the mainstay of the people of Lodwar is livestock rearing and yet there
was no medicine for the livestock and the one stocked by private pharmacies was
beyond the reach of many locals resulting in the animals dying from diseases.

2) That the distribution of relief food delivered by the Government and most aid
agencies was poor thus the food was not reaching the remote areas of Lodwar
affected by the drought.

3) Insecurity is high in the larger Turkana area paused by combatants from
neighboring countries of Ethiopia, South Sudan and Uganda resulting in high
commodity prices

4)  There is shortage of drinking water forcing families to travel long distances in
such of the water for human and livestock consumption.

5)  Cattle rustling is rampant in the area with the Turkanas losing large numbers of
their livestock to neighboring communities as a majority of them had surrendered
their guns to the government and yet the government was not providing them
with adequate protection.

6)  That there is rampant corruption in the provincial administration especially in
relief food distribution thus the food does not reach the intended target.

7)  There is high unemployment in the county hence the few who are employed
have so many dependents contributing to the high poverty rates.

8) The fuel in the area was trading at higher prices than in other parts of the
country contributing to the high cost of commodities and high transport costs.

9) The area does not have electricity yet it hosts River Turkwell which contributes
hydroelectric power to the national grid.

10) The larger Turkana area has poor infrastructure especially roads and the main
road linking Lodwar to Kitale is in a deplorable situation leading to increased
transport costs and hence high cost of living

11)  Turkana IDPs have not benefited from the funds provided by Government
meant for resettlement of IDPs or relief food given by government,

12)  The maize in Lodwar was trading at almost the highest price in the country as it
was now trading at between Ksh. 140 - 160 for a two kg bag and petrol fuel at
between Ksh. 125 and 130 yet the people there are poorer.impoverished people.

13)  The relief food being distributed in Turkana is very little and could not feed all
the people thus causing more conflicts.






14)  The National Youth Service vehicles used for transportation of food lack fuel
most of the time thus the food does not reach all the people targeted.

15)  That due to poor infrastructure thus some areas of Turkana being unreachable,
the Government should consider air drops of food rations as a short term
measure.

16) That Government should consider introducing price controls of basic
commodities to cushion the poor against high prices.

17)  That the Government should focus on irrigation and ensure that any NGO
coming to do projects in Turkana should first of all invest in irrigation.

18)  That the Government should consider tapping into the existing natural
resources in Turkana particularly solar energy as the area has plenty of sun.

Response by the Committee

The Committee responded to the views raised by Turkanas as follows:

i) That the area residents should be vigilant to ensure that the Provincial
Administration remains transparent and accountable in distribution of food
and should report any pilferage or theft of the same.

i) That the Committee noted the three main issues affecting the people of Lodwar;
insecurity, diseases and lack of water and would present the same to the
government departments concerned.

iii) The Members of the Committee affirmed that it would stop proposing to refer
everything to government and stated that they just realized that they are also
part of government as all the Committee members are in parties forming the
coalition government.

MIN. NO./sC2/148/2011: - Conclusion by the Committee Members

The Committee members reiterated that they had listened keenly to the people’s views
and the same had also been captured verbatim by the Hansard and they would now
ensure they are incorporated in the report of the Committee.

The Members also confirmed that they would take up the urgent issues with the relevant
government ministries and NGOs that were operating in the area so that as the
Committee continues its work, the issues can be addressed concurrently.






MIN. NO./SC2/149/2011; - Any Other Business and Adjournment

And there being no other business, the meeting was adjourned at Twenty Minutes past
Four O’clock.

SIGNA—I’QBEW. ................. '-l ........................... 13 ....tgu\- XX el
(Chairperson) '







MINUTES OF THE 35" SITTING (PUBLIC HEARING IN NAROK) OF THE
PARLIAMENTARY SELECT COMMITTEE ON COST OF LIVING HELD ON
MONDAY, 25" JULY, 2011 AT THE NAROK COUNTY COUNCIL HALL, AT 10.00AM.
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PRESENT

Hon. Ababu Namwamba, MP - Chairman
Hon. John Mbadi, MP

Hon. (Dr.) Eseli Simiyu, MP

Hon. Nkoidilla Ole Lankas, MP

ABSENT WITH APOLOGY

Hon. Shakila Abdalla, MP - Vice-Chairperson
Hon. Elias Mbau, MP

Hon. Chatles Kilonzo, MP

Hon. Rachel Shebesh, MP

Hon. (Dr.) Joyce Laboso, MP

Hon. Martha Karua, MP

Hon. Mohamed Gabow, MP

IN ATTENDANCE

Mr. Edward Libend: - Clerk Assistant

Mrs. Faridah Ngasura - Hansard Reporter
Ms. Linda Kiriinya - Research Department
Mr. Nicodemus Odongo - Budget Officer

MIN. NO./SC2/142/2011: - Preliminary

The District Commissioner, Narok North welcomed the Committee to parliament and thanked the
Committee for choosing to visit Narok. The Chairman of the Committee explained the nature and
mandate of the Committee and what the Committee had done so far. He explained that the
Committee had chosen to visit Narok because it was interested in getting the views of wheat farmers
and livestock keepers on how the status of the economy was affecting their cost of living. During
the meeting, the Committee received views from maize farmers, wheat farmers, tourist stakeholders,
area councilors, the area MP and general residents of Narok.

MIN. NO./SC2/143/2011: - Views by Members of the Public

The following views were given by the participants at the meeting:

* That Agricultural Finance (AFC) Loans were a big burden to farmers and needed to be written
off by the Government just as was done for coffee farmers. This is because they had






expenienced crop fatlure due to bad weather and the AFC was now threatening to sell their
assets.

That farm inputs were very costly especially diesel fuel which 1s used to run farming machines
such as tractors. Fertilizer was also beyond the reach of many and the seeds and fertilizer
distributed 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 Association (KFA) had played a big role in assisting
farmers during the time of its existence. That the KFA had centers in many places closer to the
farmers thus facilitating distribution of farm Inputs.

The bad state of roads is hurting the economy of the county, particularly the road leading to
Maasai Mara s killing the economy of Narok especially Narok South. The locals requested that
Maasai Mara reserve being a major tounst attraction in Kenya, should be fixed as a matter of
urgency. Equally, the Narok - Nakuru road should be repaired to ensure transportation of
produce like maize and wheat is done and able to reach other parts of the Country.

That there are no slaughter houses in the area yet livestock farming is a major economic activity.
The Government through the Ministry of Livestock should set up an abattotr in the area to save
them the costs of transporting livestock to Athi River factory for slaughter.

That Destruction of Mau Forest bordering Narok South is interfering with agnicultural activities
thus contrbuting to the current food shortage in the area. This is because the rivers have dried
up due to human interference with the Mau forest and the Mara River is also in danger of drying
up thus tounism in the area 1s at risk. Urgent action should therefore be taken to save the Mau
forest.

That the NCPB depot in Narok had been leased out to private millers (Mombasa Maize Millers)
thus affecting the ability of farmers to dry and store their cereal produce. The farmers therefore
feel that the Government has been unable to assist them thus the current food shortage in the
area.

That 90% of Narok 1s composed of farmers and therefore services should be brought closer
including research stations which are currently only available in Njoro and Nairobi.

The implementation of the new Constitution should be speeded up to ensure devolved
Governments start functioning to spur development of Narok County.

The District Development Committees (DDCs) should be revived in Narok to help the local
farmers. Njaa Marufuku progarmme funds are misused and they don’t assist the Maasai people.

That Corruption in Government was too much and that is why services are not reaching
majority of the Kenyans.

Government should 1ssue farmers with title deeds so as to enable them access loans.

Government should allocate NCPB with enough money to buy cereals from farmers during
harvest. Strategic Grain Reserve must also be increased and expanded to include other grains like
wheat and beans, not just maize.

Food security 1s equal to national secunty and the farmers do not have information regarding
farming and even weather patterns and education to ensure they are catrying out quality farming.






Extenston services should be revived to enable farmers to get knowledge of proper farming
methods.

Government should stop aiding traders to import farm produce since there 1s enough capacity to
produce in the Country. It should instead focus on making the country to be able to produce
enough for its consumption.

There are no adequate health facilities 1 Narok.

There has been constant increase in price of basic commodities. It was estimated that 60% of
people’s budget 1s used on food because of the high cost of living. There was a proposal that the
Government should regulate market prices of essential commodities to avoid exploitation of
consumers by traders.

There was a concern that the Maasai culture is being misused. Many toursts dress in Maasai
attire and even Kenyans of other tribes pretend to be Maasai for financial benefit.

The farmer should be respected and treasured just like it 1s in Europe and America where they
are protected by their Governments and even given subsidies. Here in Kenya the farmer has
been neglected by the Government and has been left at the mercy of middlemen and cartels.
Farmers should be offered a guaranteed minimum return on their produce to ensure that they
always benefit from their farming. In this regard, an Act of Parliament should be enacted to
protect farmers.

All needy school going children in Narok should be able to receive bursanes from the
government and the amounts need to be increased to be meaningful.

The price of petroleum products has increased sharply causing the general cost of living to shoot
up beyond the means of common persons. The government must therefore consider
diversifying to other sources of energy like solar, biogas, etc.

Banks interest rates are too high and this discourages most farmers from taking loans. These
should be revised downwards to encourage more farmers to take up loans to engage in large
scale farming.

The exchange rate of the IKenya shilling to the US Dollar 1s also very high and the government
should step 1n to regulate it.

MIN. NO./SC2/144/2011: - Conclusion by the Committee

After the presentation by the members of the public, the Members of the Committee assured the
participants that their views would be consolidated and taken to parliament for adoption and
implementation by Government.






MIN. NO./SC2/145/2011: - Any Other Business and Adjournment

There being no other business and the time being Three O’clock in the evening, the Chairman

adjourned the meeting.







MINUTES OF THE 34™ SITTING (PUBLIC HEARING IN BOMET) OF THE
PARLIAMENTARY SELECT COMMITTEE ON COST OF LIVING HELD ON
SUNDAY, 24™ JULY, 2011 AT THE BOMET MUNICPAL COUNCIL HALL, AT 2.00PM.

PRESENT

Hon. Ababu Namwamba, MP - Chairman
Hon. John Mbadi, MP

Hon. (Dr.) Eseli Simiyu, MP

Hon. Nkoidilla Ole Lankas, MP

ABSENT WITH APOLOGY

Hon. Shakila Abdalla, MP
Hon. Elias Mbau, MP

Hon. Chatles Kilonzo, MP
Hon. Rachel Shebesh, MP
Hon. (Dr.) Joyce Laboso, MP
Hon. Martha Karua, MP
Hon. Mohamed Gabow, MP

Vice—Chairperson

IN ATTENDANCE

Mr. Edward Libendi B Clerk Assistant

Mrs. Faridah Ngasura - Hansard Reporter
Ms. Linda Kininya - Research Department
Mzr. Nicodemus Odongo . Budget Officer
MIN. NO./SC2/139/2011: - Preliminary

The District Officer 1 welcomed the committee members to Bomet County. He briefed members of
the public the reason for the Committee’s visit and then handed over the program to the Chairman
of the Committee. The Chairman explained that the Committee had identified this area after visiting
the North Rift and was informed that the South Rift region would be harvesting maize from end of
June. The Committee was therefore interested in finding out the quantity of maize that had been
harvested 1n the region and whether or not it was sufficient to sustain the country at that ime

MIN. NO./SC2/140/2011: - Views by Members of the Public

The Committee was told the following during the meeting:

a) Farmers expressed concern that maize seeds got to the farmers late around March while the
planting season is done between September — October thus farmers had resorted to planting
seeds from the previous harvest. The Government through NCPB should ensure that seeds
and fertlizers get to the farmers on time.






b)

)

h)

k)

[t was alleged that traders from outside Bomet mostly middlemen buy all the maize during
harvest from the farms at low prices and farmers end up selling because there are no storage
facilities.

That the South Rift region was indeed harvesting maize but the quantity was below the
expected yield due to crop failure as a result of poor rains. It was estimated by the District
Agrculture Officer, Bomet that the expected yield would be about 70% of the normal
indicating a 30% crop failure.

Milk is produced in plenty in Bomet but it is bought by traders mainly from Kisii at low
prices due to lack of cold storage facilities and processing plants to add value. One farmer
alluded to the fact that he had to give out ‘magiwa sosa’ before his milk is bought. Therefore
the Government through the Ministry of Industralization or Ministry of Cooperatives
should establish milk processing plants in Bomet to help dairy farmers to process their milk

both for the local and international market.

The farmers felt that farm Inputs were expensive especially fertilizer whose prices moved
from 2000 to 6000 per bag which was too costly and also that farmers had no way of
knowing the quality of the fertilizer being sold to them.

There are poor POhCiCS on water resource management

"The youth have no access to Agricultural Finance Corporation loans due to lack of collateral
and title deeds and they are not being offered alternative means of accessing loans to help
themselves financially.

The rate of inflation is at 12.4% which is too high and everything 1s too costly and youth are
unable to marry as they feel that they will not be able to support themselves or their families.

Farmers stated that the liberalization of markets had placed the local producers at a
disadvantage because markets get flooded with cheap mmports leaving the local producer
without fair market.

There was concern that the government had no mitigation measures against disasters as in
one part of the Rift Valley (Turkana), people were dying of hunger, while in another
(Bomet), farmers had plentiful harvest and were being exploited by middlemen under the
Government watch.

It was said that NCPB was still storing maize of 2008 instead of releasing 1t to the market to
stabilize the markets and reduce shortage and further that the government needs to fund
NCPB to subsidize farm inputs and help farmers produce, instead of using a lot of funds to
import maize into the country.

The government needs to come up with proper food policies to ensure food security in the
country instead of waiting to respond to crisis.

Extension officers need to visit farmers at the farms to educate them on the good farming
methods instead of staying at the offices while farmers are suffering and Government should
bring farmers training centers where farmers can be equipped with modern farming methods
and skills which they can use.

The government should help revive Kenya Farmers Association (IKFA) as it was critical in
the entire supply chain of farming.






p)

The government should avail adequate funds to the NCPB to buy maize directly from
farmers after the harvest so as to protect the farmers from exploitation by middlemen.

There should be established standard weights for specific produce and 2 minimum price 1s
set to ensure farmers earn a guaranteed minimum return on their produce. Currently farmers
are getting only Ksh.800 for 130kg bag of potatoes, while a debe of sweet potatoes 1s selling
at Ksh.30. The Government should also write-off farmer’s debts / loans or compensate
them when there is drought and crop failure as a result.

It was suggested that since boarding schools are closing early due to food shortage, the
Government provide schools with relief foods or scale up the school feeding program.

Tea Cess should be reintroduced by the government to help maintain the infrastructure in
Bomet.

Conclusion by Committee

The Committee concluded by thanking members of the public who attended the heaning and

assured them that their views would be incorporated in the Committee report and presented to
Parliament.

MIN. NO./5SC2/141/2011: - Any Other Business and Adjournment

There being no other business and the time being Five O’clock in the evening, the Chairman

adjourned the meeting.
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MINUTES OF THE 33" SITTING (PUBLIC HEARING IN GWASI-NYATOTO,
TONGA & NYANDIWA) OF THE PARLIAMENTARY SELECT COMMITTEE ON
COST OF LIVING HELD ON SATURDAY, 23* JULY, 2011 IN SUBA, GWASI
CONSTITUENCY, AT 10.00AM.

e s et caz . R

PRESENT

Hon. Ababu Namwamba, MP - Chairman
Hon. John Mbadi, MP

Hon. (Dr.) Eseli Simiyu, MP

Hon. Nkoidilla Ole Lankas, MP

ABSENT WITH APOLOGY

Hon. Shakila Abdalla, MP - Vice-Chairperson
Hon. Elias Mbau, MP

Hon. Charles Kilonzo, MP

Hon. Rachel Shebesh, MP

Hon. (Dr.) Joyce Laboso, MP

Hon. Martha Karua, MP

Hon. Mohamed Gabow, MP

IN ATTENDANCE

Mr. Edward Libend: . Clerk Assistant

Mrs. Faridah Ngasura = Hansard Reporter
Ms. Linda Kirninya = Research Department
Mr. Nicodemus Odongo = Budget Officer
MIN. NO./SC2/136/2011: - Preliminary

The District Commissioner welcomed the committee members to Suba in Gwasi Constituency. He
briefed members of the public the reason for the Committee’s visit and then handed over the
program to the Chairman of the Committee. The Chairman explained the reasons for formation of
the Committee on Cost of Living, its mandate and the work 1t had undertaken so far. The
Committee held three public hearings in Gwassi meeting fishermen at Nyandiwa Beach, maize
farmers at Tonga in Magunga and livestock farmers in Nyatoto Centre.

MIN. NO./SC2/137/2011: - Views by Members of the Public

The following were views raised by the members of the public:

a) That Suba District had expenienced 60-70% crop failure due to failed long rains in the peniod of
March to June 2011. Severe food shortage was being expenenced thus causing hunger in the






b)

d)

district. This situation was compounded further by the fact that inappropriate seeds were being
used by farmers resulting in low yield. Equally, farming methods are ancient so there 1s a request
for education and equipment. The fishermen also complained that the Beach Management Units
had not received any funding from CDF.

The people complained about poor infrastructure. There have been no roads since
independence and this had contributed to high commodity prices as cost of transport to this
area 1s very high. There is no inch of tarmac in the whole of Gwasi constituency.

There-were many beaches that produce omena fish but there were no storage facilities making
farmers lose to the middlemen. Meanwhile, the people have the capacity to produce, store and
process their own omena. It was alleged that the middlemen are the ones who have ice and
processing factories and so they are the ones who benefit from fish business. Fish farmers do
not benefit but instead are exploited.

There is a high rate of insecurity around the beach. Suba people have to encounter the people
from Tanzania and Uganda who confiscate their fish and nets and other equipment leaving them
destitute. The Ugandans have gone ahead to grab Migingo Island which 1s now a very Insecure
area with high rate of women rape.

Plenary discussions came up with the following suggested intervention measures:

a) The farmers would like to be provided with farming machines at affordable rates.

b) Farmers would like to get access to loans to ensure they embark on large scale farming and
also to provide loans to fishermen to help them acquire the best fishing gear and equipment.

¢) National Cereals and Produce Board (NCPB) should establish a cereal storage facility within

Gwassi area to ensure storage and supply of grains after harvest (post harvest management).

d) Gwassi farmers would like to be given title deeds to have collateral for loans and be able to
farm in large scale. The Government should establish fish ponds for women to uplift them
economically.

) The Government should also start irfgation schemes in the area to facilitate farming
especially in times of rainfall shortages.

fy Govemnment should reduce conditions attached to the Youth Enterprise Development Fund
to increase the uptake of the fund to ensure that the many jobless youth in the country are
facilitated to start income generating activities.

g) The farmers requested that about 6 tractors should be availed in the district to help in tilling
the vast agricultural land to boost the food production. The farmers suggested that the
government should provide farm inputs among them seeds and fertilizer at subsidized rates
and in a timely manner to farmers.

h) Government should increase budget allocation for the Fisheries Ministry in order to improve
the sector. Suba District has a lot of fish stock, but there is need for a pump and generator
to enable the people to be able to manage their own fish stock. Government should consider
constructing a fish processing plant or two in the region and also markets be made available
to ensure the people maximize production.

i) The fishermen requested that the Government should facilitate them to get proper fishing
nets to maximize on fishing activities.
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Conclusion by Committee

The Committee concluded by thanking members of the public who attended the hearing and
assured them that their views would be incorporated in the Committee report and presented to

Parliament.

MIN. NO./5C2/138/2011: - Any Other Business and Adjournment

There being no other business and the time being Seven O’clock in the evening, the Chairman
adjourned the meeting.
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MINUTES OF THE 32"° SITTING (PUBLIC HEARING IN MUMIAS) OF THE
PARLIAMENTARY SELECT COMMITTEE ON COST OF LIVING HELD ON
FRIDAY, 22"° JULY, 2011 AT THE MUMIAS BOMAS GROUNDS , AT 10.00AM.

PRESENT

Hon. Ababu Namwamba, MP - Chairman
Hon. John Mbadi, MP

Hon. (Dr.) Eseli Simuyu, MP

Hon. Nkoidilla Ole Lankas, MP

ABSENT WITH APOLOGY

Hon. Shakila Abdalla, MP - Vice-Chairpetson
Hon. Elias Mbau, MP

Hon. Chailes Kilonzo, MP

Hon. Rachel Shebesh, MP

Hon. (Dr.) Joyce Laboso, MP

Hon. Martha Karua, MP

Hon. Mohamed Gabow, MP

IN ATTENDANCE

Mr. Edward Libendt - Clerk Assistant

Mirs. Faridah Ngasura - Hansard Reporter
Ms. Linda Kidinya - Research Department
Mr. Nicodemus Odongo - Budget Officer
MIN. NO./SC2/133/2011: - Preliminary

The District Commissioner welcomed the committee members to Mumias and then handed over
the program to the Chairman of the Committee. The Committee wanted to understand from
Sugarcane farmers the impact if any of the msing inflation and high cost of fuel and food on their
livelihoods. Participants at the meeting included farmers, teachers, youth, women, opinion leaders

and the general public.

MIN. NO./SC2/134/2011: - Views by Members of the Public

The following 1ssues were raised at the meeting:
a) That the budget was read over the years but little implementation is done and no services are
given to people and that 1s why some regions and sectors keep lagging behind

b) That though Sugar farming has been done in the region since 1970, farmers have not benefitted
from it and that Millers were the main beneficianes of sugarcane farming. Millers exploit
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d)

g

h)

)

k)

farmers and the market is not liberalized as is said. There are no laws 10 place to govern cane
farming.

There 1s a problem with the weigh bndge at the factory and there are allegations that it has been
tampered with to give lower weights resulting in losses to farmers.

There is also the problem of losses occurring dunng transportation where a lot of spillage
occurs yet no one pays for that loss when it should be followed from behind and collected when
it drops and taken to the factory. As a solution, the Government should put 1n place
mechanisms to ensure cane is measured at the farms before transportation to avoid losses and
make sure that farmers are paid promptly.

The electrcity produced from Mumias Sugar Company is not available to the locals as it is
distributed outside the area which is very unfair.

The Govemment should set aside large chunks of land where food crops can be planted,
harvested and stored to be used during such a time when there is drought.

Farm inputs like fertilizer and seeds should be availed to farmers promptly without the usual
delays and at a subsidized cost. The Government should consider giving at least one tractor per
division to be used for farming and they can find a way to pay back for that service from the
farmer’s harvests.

Lack of agricultural extension officers to advice farmers on farming issues.

The rising poverty levels in Mumias are making it hard for parents to take their kids to schools
due to lack of fees. Parents are now abandoning their children because they cannot afford to
feed them and so Government should provide bursary for needy students.

Millers should be made to pay for the cost of harvesting and transportation of cane as it 1s too
costly to the farmer.

By products of cane like molasses are always sold and these proceeds never benefit the farmers
further that one ton of cane used to be sold at ksh.2700 then it was increased to ksh.3000 a ton
but it 1s not reflective. The transportation cost itself is so high especially now that Mumias Sugar
Company has introduced zoning.

Interest rates for loans by lending institutions are too high at 18% and not many can afford this.
Pipes should be channeled from the lake to farms to irrigate and ensure sustainable farming.

The electricity sector needs to be liberalized to bring in other players and remove the KPLC
monopoly.

The Government should start a fertilizer plant to process and supply fertilizer to farmers.

The eldetly people in the society should be included in the Government’s cash transfer program
to enable them live a dignified life.

When farmers fail to repay their loans their properties are auctioned yet they have shares that
could be used by the lending institutions to cover for the remaining unpaid amounts.

Grain stores should be put up in Mumuias to help grain storage after harvest and help reduce
post harvest losses.






s) Infrastructure in Mumias is very poor. Roads have been depleted by heavily loaded trucks and
cane tractors which contributes to the underdevelopment of Mumias. Mumias Sugar Company
should be compelled to repair the roads as their tractors are the cause.

t) Farm inputs should be sold at centers where farmers are instead of them having to travel long
distances to get farm inputs and further that the cost of diesel should be subsidized or lowered
and treated as an input because it is used by tractors for farming.

Conclusion by Committee

The Committee concluded by thanking members of the public who attended the hearing and
assuring them that their views will be presented in Parliament.

MIN. NO./5C2/135/2011: - Adjournment

There being no other business and the time being Twenty minutes past Three O’clock the
Chairman adjourned the meeting.
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MINUTES OF THE 3157 SITTING OF THE PARLIAMENTARY SELECT COMMITTEE ON
COST OF LIVING HELD ON WEDNESDAY, 10™ AUGUST, 2011, IN THE FOURTH
FLOOR, COMMITTEE ROOM IN CONTINENTAL BUILDINGS , AT 1.30 P.M.

PRESENT

Hon. Ababu Namwamba, MP - Chairman
Hon. Rachel Shebesh, MP

Hon. Elias Mbau, MP

Hon. Charles Kilonzo, MP

Hon. Nkoidilla Ole Lankas, MP

ABSENT WITH APOLOGY

Hon. Shakila Abdalla, MP - Vice-Chairperson
Hon. Martha Karua, MP

Hon. (Dr.) Joyce Laboso, MP

Hon. (Dr.) Eseli Simiyu, MP

Hon. Mohamed Gabow, MP

Hon. John Mbadi, MP

IN ATTENDANCE

Mr. Edward Libendi - Clerk Assistant

Mr. James Ginono - Clerk Assistant

Mr. Abenayo Makokha - Clerk Assistant

MEs. Linda Kiriinya - Research Department
MIN. NO./5C2/130/2011: - Preliminaries

The Chairman called the meeting to order at Twenty Minutes past One O’clock. He then
briefed the Members on the program of the Committee for the month requesting them
to confirm participation in the public hearings scheduled for the weekend of 12 to 15%
August in Kitui and Garissa and the Data analysis retreat.

MIN. NO./sC2/131/2011: - Review of the Committee’s Program for the Month

The Committee deliberated on the program of the committee and resolved to forge
ahead with the scheduled public hearings in Kitui, Garissa and Tana River. The
Committee further resolved to undertake the report writing in two sessions; the first to
be a data analysis retreat with the help of selected experts due to the immense and
complex data received.






The Committee resolved to hold the data analysis retreat from 25* to 28" August at the
Keekorok lodge in Maasai Mara and directed the Secretariat to commence arrangements
for the retreat.

The Committee further deliberated and agreed on the need for a study visit to countries
with best practice policies and legislations that the committee intended to recommend to
be implemented in this country. The Committee resolved that it should visit the United
States of America, Mexico, Brazil, Sweden, Switzerland, Denmark, China and Japan to
understand how these countries have handled the following issues:

i) Guaranteed Minimum Returns for farmers

ii) Strategic Oil Reserves

iii) Social protection and welfare for the poor-(specifically meal vouchers)
iv) Disaster Risk Reduction and

v) Dealing with monopolies and cartels

The Committee resolved that the study tour will be undertaken after the Committee has
commenced piecing together the report so as to enrich the committee’s report and the
proposed legislations.

MIN. NO./sC2/132/2011: - Any Other Business and Adjournment

And there being no other business, the meeting was adjourned at Fifteen Minutes past
Two O’clock.
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MINUTES OF THE 30™ SITTING OF THE PARLIAMENTARY SELECT
COMMITTEE ON COST OF LIVING (WITH THE MINISTRIES OF MEDICAL
SERVICES AND PUBLUC HEALTH) HELD ON WEDNESDAY, 10™ AUGUST, 2011,
IN FOURTH FLOOR COMMITTEE, CONTINENTAL HOUSE, AT 11.00 A.M.

e

PRESENT

Hon. Ababu Namwamba, MP - Chairman
Hon. Elias Mbau, MP

Hon. Charles Kilonzo, MP

Hon. Rachel Shebesh, MP

Hon. Nkoidilla Ole Lankas, MP

ABSENT WITH APOLOGY

Hon. Shakila Abdalla, MP - Vice-Chairperson
Hon. (Dr.) Joyce Laboso, MP

Hon. Mohamed Gabow, MP

Hon. John Mbadi, MP

Hon. (Dr.) Eseli Simiyu, MP

Hon. Martha Karua, MP

IN ATTENDANCE

Mr. Edward Libendi - Clerk Assistant

Mr. James Ginono - Clerk Assistant

Mr. Abenayo Makokha - Clerk Assistant

Ms. Linda Kininya = Research Department
MIN. NO./SC2/127/2011: . Preliminaries

The Chairman called the meeting to order at Twenty Five Minutes to Twelve noon. He apologized
for the postponement of the meeting from the earlier scheduled date and for beginning the meeting
of the Committee later than the scheduled time. He then gave a summary of the nature, membership
and mandate of the Committee explaining that the Committee had insisted on meeting the two
ministries because of the impact of the high cost of medical care on the cost of living, a matter that
was under the mandate of the two ministries.

MIN. NO./SC2/128/2011: - Meeting with the two Ministries of Health

Issues of Concern to the Committee

The Committee requested the ministries to explain the following 1ssues and what action the
government was taking to remedy the same:

1)  Why cost of accessing treatment in many government hospitals is high and beyond the reach
of many Kenyans






ii) Awvailability of enough ambulances in key centres in the country for emergency transfer of
patients

iif) Availability of adequate equipment in the hospitals to reduce the burden of the cost of travel
to the main referral hospitals by patients seeking medical care.

iv) Awailability of qualified medical personnel in all parts of the country

v) The status and viability of the Social Health Insurance Fund Scheme as a mechanism of
making medical care accessible to all Kenyans.

vi) Lack of essential medicines in government hospitals

The Chairman then called upon the Minister for Medical Services to explain the above issues upon
which the Minister made a presentation prepared jointly with the Ministry of Public Health
explaining as follows:

Challenges the Ministries were facing

The Minister explained that the following are some of the issues affecting the health sector which
contributed to the high cost of medical care in Kenya:

a) Infant mortality
That infant mortality in Kenya was still high in some areas and there were plans to ensure
hospitals engage with and incorporate Traditional Birth Attendants in their facilities so that
they use the hospital facilities during deliveries to enable doctors to assist during emergencies
and hence reduce maternal mortalities.

b) Health Financing
That the Ministry was underfunded by the Treasury as the Abuja declaration requires that a
minimum of 15% of the national budget be channeled to the health sector as compared to
the current state where only 7% was channeled to the health sector.

That as a result of the underfunding, diagnostic facilities and equipment are not adequate in
government hospitals resulting in diagnosis of illnesses being undertaken late hence
increased cost of treatment.

That though the Government had introduced cost sharing 1in its hospitals, the costs are still
high 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 1n the process of rolling it out through NHIF when
COTU and FKE sought an injunction in court restraining the Ministry from implementing
1t.

¢) Remuneration of health workers and distribution in the country
That the salaries and wages of government medical personnel were not as competitive as
that paid by the private sector hence lack of motivation to do government work and the
brain drain by dissatisfied personnel to other countries like Botswana, the US and Europe.
This is largely due to the fact that the Permanent Salaries Review Board was insensitive to
the needs of the medical personnel especially those who are transferred to work outside
Nairobi and there house allowances are reduced by over Kshs. 10,000.






d) Infrastructure development
There are inadequate facilities in hospitals and even those that have been upgraded have not
been equipped with the requisite facilities to go with it. This makes many Kenyans seeking
treatment to travel long distances to the few hospitals in the country which are well equipped
thus incurnng more expenses.

e¢) Negative impact of Non-Communicable diseases
The country had concentrated so much on HIV Aids, Tuberculosis and malaria at the
expense of the non-communicable diseases like cancer, diabetes and heart diseases which
were now accounting for over 50% of the deaths in the country at the moment. That
currently, 50% of bed capacity in hospitals is occupied by patients with non-communicable
diseases which take longer to heal and require much more resources to diagnose and treat.
There was therefore need for massive investment in the non commuaicable diseases
especially in diagnostic and treatment equipment and in preventive care.

Proposed Solutions
a) That the Ministry of Medical Services had prepared a cabinet memo detailing urgent
measures that are required to improve quality of health care and would soon table it in
cabinet for adoption. These measures include improving the remuneration of medical
petsonnel.

b) The Ministries had proposed establishment of a National Ambulatory and Emergency
Services which would be implemented in partnership with the Kenya Red Cross a facility
that would ensure every health facility in the country has access to an ambulance.

) The Ministry of Public Health had developed and rolled out on a pilot basis a Health
Voucher system for the underprivileged beginning with Kilifi County.

d) The Government was concentrating on capitalization of KEMSA to enhance efficiency in
the supply of drugs.

e¢) That the Government had decided to employ non medics with management skills to head
medical institutions beginning with Kenyatta National Hospital so as to allow doctors to
concentrate on their core duties and it was proposing to work with institutions of higher
learning to develop training programs for hospital management.

Intervention by MPs
a) That there was poor communication to the public by the Ministry on what measures the
Government was undertaking to ease the burden of the high cost of medical care.

b) That there was need for close collaboration between MPs and the Ministries especially in the
establishment of hospitals/medical facilities using Constituency Development Funds.

c) Why Reproductive Health 1ssues especially Famuly Planning had been abandoned by the
Government to the Development partners only.

d) Why the Ministry allowed medical personnel employed by the Government to establish and
run private practice near the Government hospitals thus encouraging them to 1ignore the
Government work and 1n some cases divert facilities from the government to their clinics
and pharmacies.






e) That the Parliamentary budget Committee had in the budget for 2011/2012 made some
allocations to the Health sector for recruitment of medical personnel and for purchase of
cancer machines and sunscreens for people with albinism.

f) Why it had taken the Government very long to implement the National Social Insurance
Scheme yet it looked like a solution to most of the problems in the health sector and what
difference the new health scheme had with the Bill that had been introduced earlier by Hon.
Charity Ngilu when she was Minister for Health.

g) What actions the Government was taking to improve governance at the NHIF as
management of funds by the NHIF trustees was one of the fears Kenyans had with it
managing a larger medical scheme.

h) Why a number of insurance companies were opposed to development and implementation
of the social health insurance scheme.

Response by Minister for Medical Services
a) Recommended that Social Health Insurance was the most viable solution to making medical
care accessible to all Kenyans

b) That to assist the Ministry and the Government to meet the requirements of the Abuja
declaration where 15% of the budget should be set aside for health services, Parliament
could demand that the budget of the health sector be doubled, a factor that could raise the
budget to 12% which would aid in employment of additional medical personnel and 1n

purchase of equipment.

) That since, Reproductive Health was now a Constitutional right, the Government would
increase its investment in the systems and programs for Reproductive Health.

d) That there was need for comprehensive development plans as MPs develop hospitals using
CDF so that the Ministry and the MPs can know in advance who will provide what services
or facilities.

¢) That the Government Medical facilities had stopped waiving fees for bodies that the owners
could not pay mortuary fees and for the sick who could not afford hospital fees because the
Treasury had stopped reimbursing the hospitals the money waived.

f) That an actuarial 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 countrywide and that it had undertaken major reforms which had enabled it be the
most efficient insurer in reimbursing service providers. That it would take a person to
contrbute Kshs. 12,000 annually to NHIF to get comprehensive insurance as compared to a
minimum of Ksh. 87,000 by private insurance companies hence viability of the scheme.

MIN. NO./SC2/128 /2011: - Conclusion by the Committee Members

The Chairman concluded by reminding the officials of the two ministries that article 43 of the
Constitution grants all Kenyans a nght to access medical care and the Ministries should work with
parhament in developing and implementing policies that will ensure this nght 1s realized.






The Committee resolved to assist the Ministry in pushing for implementation of the National Social
Insurance Scheme as it would go along way in reducing the cost of medical care and ensuring access
to the same by most Kenyans.

MIN. NO./SC2/129/2011: - Any Other Business and Adjournment

And there being no other business, the meeting was adjourned at Fifteen Minutes to Two O’clock.
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MINUTES OF THE 29™ SITTING OF THE PARLIAMENTARY SELECT
COMMITTEE ON COST OF LIVING (WITH KENGEN, KENYA POWER & GDCOC)
HELD ON TUESDAY, 2"°AUGUST, 2011, INCOMMITTEE ROOM 7 MAIN
PARLIAMENTBUILDINGS , AT 10.00 A.M.
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PRESENT

Hon. AbabuNamwamba, MP - Chairman
Hon. Elias Mbau, MP

Hon. Charles Kilonzo, MP

Hon. Martha Karua, MP

Hon. John Mbadi, MP

Hon. (Dr.) EseliSimiyu, MP

Hon. Rachel Shebesh, MP

ABSENT WITH APOLOGY

Hon. ShakilaAbdalla, MP - Vice-Chairperson
Hon. (Dr.) Joyce Laboso, MP

Hon. Mohamed Gabow, MP

Hon. Nkoidilla Ole Lankas, MP

IN ATTENDANCE

Mr. Edward Libendi - Clerk Assistant
Mzr. James Ginono - Clerk Assistant
Ms. Fannda Ngasura - Hansard Reporter
MIN. NO./SC2/121/2011: = Preliminaries

The Chairman called the meeting to order at Twenty Minutes to Eleven O’clock. He then gave a
summary of the mandate of the Committee explaining that the Committee was finalizing its work
and had requested to meet them because the cost of power, specifically electricity was one of the
main contributors to the high cost of living.

The Chairman informed the energy stakeholders that the Committee was interested in knowing what
they were doing to ensure the cost of power goes down both in the short term and long term.

MIN. NO./SC2/122/2011: - Response from the Managing Director, KENGEN

The Managing Director of KENGEN began by introducing his colleagues from KENGEN, Kenya
Power and the Geothermal Development Company. He tendered apologies for the Managing

Director of KKenya Power explaining that there had been an emergency at the Mombasa power base
caused by a fire at one of the plants that had forced the MD to go there and coordinate the repairs.

He acknowledged that the cost of power had indeed gone up explaining that this had been affected
by various factors among them the high demand for electricity and low supply. He gave a
presentation which KENGEN had jointly prcparcd with Kenya Power highlighting the following:






The total installed capacity of electricity in the country is very small at 1,611 MW only
compared to a country like South Africa with a capacity of 4,500 MW

That 48% (781 MW) of Kenya’s installed capacity is hydro generated power

That Masinga 1s the single biggest reservoir for hydro energy generation but since 2007
when it was last full, the rains had not been good thus the need for rationing.

That as at the month of August, 2011, the country had resorted to generating most of
the electricity from Thermal power which was very expensive considering that fuel costs
had also risen thus the high cost of power.

That another factor resulting in the high cost of power was the Forex cost complicated
by the fall of the Kenya shilling against major currencies like the U.S dollar and the
Japanese yen as the electricity generating companies had huge debts owed to Japan and
America, a cost that eventually was passed to the consumer.

That the highest contributor of the high cost of electricity per unit was the cost of fuel
accounting for 46% of the cost per unit followed by the Energy cost accounting for 38%
of the cost.

The Managing Director cxplained that the compames were doing the following to reduce the cost of

electricity both in the short term and long term:

1)

That the country had in 2005 made deliberate efforts to expand geothermal power
production as it was a cheaper source of electricity and Kenya had huge potential for the
same. He however emphasized that the upfront costs of production of geothermal
power are very high particularly cost of drilling but they were trying to reduce the drlling
costs by using Kenyans who drilled at almost half the price charged by foreigners. He
stated that the GDC had completed the first well in Menengaiand that they were about
to sign a contract for 200 MW at Olkana.

That the power companies would diversify their products since a huge percentage of the
by product of power gcncratjon is water which is clean and can be utilized for other
meaningful purposes like irngation and livestock development.

111) That Geothermal power production was however a long term project and could not be
used to reduce the cost of power at the moment.
MIN. NO./SC2/123/2011: - Intervention by the Committee Members

The Members requested the power companies to explain the following:

1)

i)

i)

What short term measures could be effected to ease the burden of the high cost of
power on the common person

What arrangements KPLC had with Indepcndent Power Producers and whether this was
contributing to the high cost of electrcity

Why it takes so long for GDC to dnll wells

To list the names of the IPPs and explain whether they had any influence on
government policics on energy






Whether SonduMiriu and Turkwell projects contribute anything to the national grid and
whether the two projects are economically viable

v1) Why GDC was duplicating the work as KENGEN in development of geothermal power
and whether this was contributing to the high cost of electncity

Vi) Who in the energy sector was benefiting from the carbon credits and whether they were
passing the benefits of these credits to the Kenyans

viii) ~ Why the people of Turkana who live around the Turkwell Gorge were not receiving
electricity from the resource

1X) Whether there were any deliberate measures by the Government to invest in alternative
sources of energy like wind and solar like developing and implementing policies which
require that any new buildings have solar panels.

MIN. NO./SC2/124/2011: - Response from the Electricity Stakeholders

1)

vil)

v1i1)

That as a short term measure to cut the cost of electrcity, the Government was
optimizing on capacity of the power plants to get more MWs from each power plant and
benefit from economies of scale.

That some of the Independent Power Producers include Tsavo Power, IBEA Africa,
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 preventing exploitation.

That the Turkwel and SonduMinu projects were economically viable with Turkwellhaving
two units that were established in 1991 with each providing 53 MW but one unit was
down as it was under maintenance which takes two months. However that SonduMiriu
was designed to operate during the rainy season as it is a run of the river and not
dammed.

That KENGEN has a budget for irrigation this year in Turkana down the niver Turkwel

which would ensure food security in the area.

That the GDC established in 2009 was an off shoot of KENGEN focused purely on
geothermal development which is a cheaper source of power but its benefits would be
felt in the long run and it was not contributing to the high cost of power. That the GDC
was complementing the work of KENGEN as it was now digging the wells to produce
the steam while KENGEN puts up the power plants.

That GDC’s plan is to have 250 MW of electricity online each year upto the year 2030
thus increasing the installed capacity by 1700 MW more than the 1500 MW envisaged in
Vision 2030.

That the power sector is a capital intensive sector and KENGEN is looking for private
sector partnerships to do power plants under Public Private Partnerships (BOOT)

The management of KPLC conceded that the quality of power 1t distributed was not the
best as there were frequent interruptions and power outages but that 1t was putting 1n
place measures to improve the quality.






MIN. NO./SC2/125/2011: - Conclusion by the Committee Members

The Chairman concluded by requesting the electricity stakeholders to diversify their sources by
investing in renewable energy sources like wind power and solar power especially 1n areas which had
these natural resources in plenty like Turkana.

MIN. NO./SC2/126/2011: - Any Other Business and Adjournment

And there being no other business, the meeting was adjourned at Twenty Minutes past One O’clock.
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MINUTES OF THE 28™ SITTING OF THE PARLIAMENTARY SELECT
COMMITTEE ON COST OF LIVING (WITH KIPPRA and PAMOJA TRUST)
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Mr. Edward Libendi - Clerk Assistant
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MIN. NO./SC2/117/2011: - Preliminary

The Chairman called the meeting to order at Twenty Minutes past Ten O’clock and opened
the meeting with a word of prayer. He then briefed the participants on the mandate of the
Committee and why it was formed explaining that the Committee’s mandate had been
extended by two months to enable it conclude its work. He then invited the Members of the
Committee and the invited guests to introduce themselves. He requested KIPPRA to allow

presentation was shorter and less technical than that of KIPPRA.

MIN. NO./SC2/118/2011: - Presentation by Pamoja Trust

The Chairman of Pamoja Trust explained that Pamoja Trust 1s a local Non Governmental
Organization (NGO) whose main objective is to mobilize the urban poor (low income
people) to be able to access basic services. They give capacity to these urban poor and enable

them have decent shelter and access to clean water.

The Pamoja Trust has a federation of slum dwellers called Muungano wa Wanavijiji which
was started 1n 1996 as a network of slums in Nairob1 and Athi River. Muungano represents
over 100,000 members spanning over 300 informal settlements across Kenya. The
movement champions for acquisition of secure tenure for residents of informal settlements,






while at the same time, agitating for provision of better services and amenities within the
settlements. Muungano organizes its members through a process of daily savings which has
so far enabled communities in Huruma to initiate house-upgrading schemes that has
benefitted over 250 residents among other projects.

The Chairman stated that in view of the escalating cost of living, given that the last few
months have seen a dramatic increase in the cost of food items such as maize flour,
vegetables and other commodities such as diesel and kerosene, the urban poor have been
most affected, particularly by inflaionary forces even as the income per household continues
to drop.

The Group proposed the following measures as a probable solution to the dsing cost of
living:

a) That the Government should mainstream urban agriculture as a viable option for
food security. This will serve the purpose of supplementing diets and reducing the
amount of money spent on buying food from the markets.

b) The Government should urgently review the Building Code to allow bulding of

houses using low cost materals.
¢) The Government should provide better services and amenities in the slum areas.

The Chairman of the group concluded by requesting the Committee to arrange and visit
some of their projects in Kosovo and Huruma before its tenure ends.

The Chairman of the Committee then invited the Director of KIPPRA to make their
presentation

MIN. NO./SC2/119/2011: - Presentation by KIPPRA

a) The Director of KIPPRA focused his presentation on the disadvantages and
challenges of introducing prce controls in the economy by stating as follows:

b) That price controls are extremely difficult to enforce and would involve a lot of
administrative costs by government hence turn out to be more expensive.

c¢) That regulators of most sectors do not always have perfect market information to
know at which point to cap prices of commodities

d) That the best thing for the economy and even the poor people would be to allow the
market to determine the price of commodities and that the Government could
cushion the poor by developing short term measures which are targeted to assist the
poor like the meal voucher system but for accountability, the targeted population
should be monitored.






g

h)

k)

D

That in the long term, the government should address issues affecting supplies
constraints

In the energy sector, the Government should increase the capacity of National Oil
Corporation of Kenya (NOCK) to enable it be able to stabilize the market and
ensure that the performance contract of NOCK has a social aspect in it. This s
because even the price capping of petroleum products has not helped bring down
prices.

That prices of commodities in Kenya are largely influenced by global prices which
have been nising faster than the Per capita income of the Kenyans. The Government
should therefore ensure that the per capita income increases to be able to be at par
with nise 1n costs of the essential commodities.

For the high prices of sugar, maize and wheat, the explanation 1s that production is
much lower than the demand and that the prces of these commodities have been
increasing since the year 2007. The government has been bndging this demand gap
by imports which lead to increased inflation.

That the market structure of essential goods like sugar and maize flour 1s also skewed
in that afew companies control a large percentage of the market for example Mumias
Sugar controls over 45% of the sugar supply in Kenya while maize flour market 1s
controlled largely by three companies’ hence increasing likelthood of cartels and
price fixing.

That another reason for the high consumer prices is the high cost of production
caused by use of outdated technology, inefficient practices and expensive inputs
which the producers pass onto the consumer.

That Kenyans heavily rely on maize for food and yet maize production is heavily
reliant on rain which has been erratic this year. Lack of storage facilities also leads to
farmers selling their grains immediately after harvesting at lower prices.

Competition for land has seen a decrease 1n the size of arable land and farmers are
increasingly subdividing their land for other purposes thus reducing productivity and
reduced supply.

Other countries which Kenya competes with provide agricultural subsidies to their
farmers thus reducing their cost of production hence the prces of their commodities
1s cheaper than that of Kenyan produce.

There 1s increased population hence increased consumption but there has not been
increase 1n production.

PRICE CONTROLS

The Director of KIPPRA then turned his focus on price controls explaining that they have
both ments and dements but that the dements outweigh the merits thus they strongly
advised against the country reintroducing pnce controls. The mernts and dements are

discussed below:

Merits of Price Controls






a) They ensure political stability- For example there will be no food related nots

b) If properly implemented, they protect consumers from exploitation by monopolists.

Demerits
a) Price controls distort market forces of demand and supply.
b) Itisa ground for corruption.
c) Itbrings about increased administration costs.

d) Prce controls lead to producers leaving the controlled sectors thus reduction in
supply.
An example was given of the mobile telephony sector where the government has not

interfered in the sector with price controls and yet through market forces and competition,
the calling charges went down to competitive levels.

Short-Term Policy Interventions

KIPPRA proposed the following as measures the government should develop and
implement in the short term to cushion the most vulnerable sections of the population:

a) The Government should implement targeted social benefits e.g. meal vouchers and
cash transfers.

b) The Government should provide emergency food aid in cnisis situations.
¢) The Government should reduce tariffs and other taxes on essential commodities.
d) The Government should use goods and consumer subsidies to increase supply.

¢) The Government should implement the Competition Act and establish a strong and
independent Competition Authonty to eliminate cartels and ensure competition is
sustained in the essential goods market. The occupiers of the office should be people
of high integrity and recruited through a transparent and competitive process.

fy The Government should increase its buffer stock of essentials which can be used in
times of shortage.

Long term measures

a) The relevant ministries should take measures to increase producdon. For example
develop measures to increase acreage under irrigation like Malawi has done 1n the
maize sector and provide extension services to farmers.

b) Iatroduce measures to reduce production costs. These could include input subsidies
and mechanization.

) Invest in continuous research to develop superior seeds and ensure coherence n
ministries to benefit from each other’s work and to reduce wastage and duplication.






Conclusion

The Chairman thanked the officers from KIPPRA and Muungano wa Wanavijii for finding
fime to attend the meeting and for giving very useful information to the committee. He
assured them that the Committee would treat the information senously and incorporate their
views in its report.

MIN. NO./SC2/120/2011: - Adjournment

There being no other business and the time being Twenty Minutes to two O’clock, the
Chairman adjoumed the meeting.

k = s P
SIGNATURE...ueneeeeeeeeeeiieaee s Tt e eenneen
(Chairperson) =







MINUTES OF THE 27™ SITTING (PUBLIC HEARING IN MERU) OF THE
PARLIAMENTARY SELECT COMMITTEE ON COST OF LIVING HELD ON
SATURDAY, 25™ JUNE, 2011 AT MERU COUNTY COUNCIL HALL, AT 4.00PM.
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MIN. NO./SC2/114/2011: - Adoption of Agenda

The Agenda of the Sitting was adopted by the Members present as follows;

(i) Preliminaries
(i) Matters Arising
(iii) Public Hearing at Meru County Council Hall

MIN. NO./SC2/115/2011: - Preliminary

The District Officer 1 welcomed the committee members to Meru and then handed over the
program to the Chairman of the Committee. The Chairman thanked the people of Meru for availing
themselves for the meeting despite their busy schedules. He then brefed the members about the
membership and mandate of the committee including all the work undertaken thus far and that the
Committee had sought extension of ume in order to conclusively cover the issues surrounding the
rising cost of living in the country. He then invited the members of the public to give thewr views

and 25 people spoke raising the following issues:






10.

11.

12.

13.

14.

The Government should have a planning system to support the agrcultural sector so that
the kind of farming being done in the country can be reinvented into large scale from
subsidiary farming so as it becomes beneficial to the economy.

The cost of farm inputs e.g. fertilizer, machinery and seeds are high and further that seeds

are of poor quality, and there are no storage facilities to support farmers dunng harvest.

There should be investments 1n 1rrgation schemes which will go a long way in ensuring high
food production all year round

That loan facilities to farmers are provided through government funds but no education 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 is difficult due to stringent

requirements and when it is availed it 1s too little to help.
Pension is too little to benefit the retirees most of who have no any other means of survival.
Rise in crime in the area due to rising poverty levels and youth unemployment.

There 1s inadequate rainfall which has inter alia affected the dairy farming as milk production
from cattle is down by over 50%

The cost of essential commodities is too high. 1kg maize is Ksh.20, Seeds are Ksh.170 per
kg, and 1kg unga 1s Ksh.75. Irregular increase of commodity prices should be checked to
stop manufacturers from exploiting consumers; Government systems are not effective, laws
are not being followed. Government should regulate the market to ensure the consumer 1s
not exploited by cartels as liberalized markets were negatively affecung the local producer,
farmer and consumer.

The cost of health care 1s too high and drugs are also very expensive and not readily available
in government hospitals

Taxes are high 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 their taxes like everyone

Cost of dairy farming is very high since the feed is expensive and the produce (Milk) 1s

bought at very low prices of Ksh.25 per liter. 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.

High cost of fuel and electricity has resulted in high cost of transport due to the high cost of
electricity and Government should explore alternative energy sources.

School feeding program should be introduced in some schools 1n the area due to poverty
and School bursaries are not benefiting the intended persons e.g. orphans due to corruption
in the education sector.

There 1s poor leadership among the leaders in the area hence a disconnect between the

people and their leaders






Conclusion

The Chairman of the Committee once again thanked the people of Meru for attending the meeting
and siting in tll late. He assured them that all that they had said had been recorded verbatirn and
that their voices would be heard 1n parliament when the Committee report 1s presented.

MIN. NO./5C2/116/2011: - Adjournment

There being no other business and the time being fifty minutes past Six O’clock the Chairman
adjourned the meeting.
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MINUTES OF THE 26™ SITTING (PUBLIC HEARING IN EMBU) OF THE
PARLIAMENTARY SELECT COMMITTEE ON COST OF LIVING HELD ON
SATURDAY, 25™ JUNE, 2011 AT EMBU COUNTY COUNCIL HALL, AT 10.00AM.
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Hon. Emilio Kathuri, MP - Area MP

Mr. Edward Libendi . Clerk Assistant

Mrs. Fandah Ngasura - Hansard Reporter
Ms. Linda Kiriinya - Research Department
MIN. NO./SC2/111/2011: - Adoption of Agenda

The Agenda of the Sitting was adopted by the Members present as follows;

(i)  Preliminaries
(i) Matters Arising
(iii) Public Hearing at Embu County Council Hall

MIN. NO./SC2/112/2011: . Preliminary

The District Commissioner, Embu West welcomed the Committee to Embu and thanked the
members of the public who had attended for exercising patience. He then invited the Chairman of
the Commuittee to brief the participants on the purpose of the meeting and to facilitate the public
hearing. The Chairman explained the history, nature and mandate of the Committee explaining that
the Committee had come to Embu to listen to them on the effect of the nsing inflation on the cost
of hving. He mnvited the public to give their views and about twenty people gave their views as
follows:






b)

g)

h)

p)

That coffee farming in the area was affected by lack of milling factories in the county.

That there was a problem of human-wildlife conflict especially near Mt. ICenya and Njukiri
forest areas whereby wildlife especially monkeys had invaded / destroyed farmers’ crops.
There only exists compensation for human deaths and injuries but the Wildlife Act does not
cover crops destroyed by wildlife. There needs to be a policy framework to deal with crop

damage.

That the exchange of the Kenya shilling against the US dollar was very weak making pnces
of products very high. This had caused a rise in the cost of living.

That through the economic stimulus programme (ESP) fish farming was established in the
area but the problem was lack of water storage tanks and fish feed manufacturing plants.
There was also need to construct cold storage facilities and provide markets for the farmers
to sell their fish.

That Embu District faces a challenge of hosting one of the largest slums 1n the Country. The
Ministry of Special Programmes had not acted on requests to supply relief food to the poor-

urban slum dwellers.

That land sub-division and conversion of agrcultural land to real estate and commercial use
without due regard to agricultural production was also a problem contributing to food
insecurity.
That there was a big gap between the rich and the poor and the people were challenging the
research that named Embu the richest County thus reducing the devolved funds allocated to
the region.

That youth unemployment was a big problem because such youths have lost hope and
confidence 1n Government.

That there was lack of facilities for grain storage especially maize which results In post
harvest losses through aflatoxins. There was need for warehouses / NCPB depots to be
established in Runyenjes especially at Ugwer areas.

That the nse in fuel prices had caused the prces of commodities to also skyrocket.

That there was enough food harvest but there were no ready markets for farmers to sell their

produce.

That all MPs and constitutional office holders must pay their taxes. The salaries of MPs need
to be slashed as it was too much.

That the cost of electricity in the Country was too high and should be reduced.
That there was need for an agricultu:al policy to have 10% of agncultural land be put under
tree planting.

That people 1n the rural areas were so poor, families have no lands to farm and engage 1n
illicit alcohol brewing, and engaging in careless sex and end up contracting HIV/AIDS, and

unwanted pregnancies.

That the Country was experencing shortages in rainfall and therefore Government should
establish irrigation projects to ensure sustainable farming and also to build strategic food

reserves to cover supply shortages.






q) That issuance of farm inputs was often delayed leading to low yields, and so this should be
improved so that farmers get inputs on time and at subsidized prices.

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

s) That Government should regulate the prices of basic commodities including fuel.

t) That the cost of healthcare was very high in the area and the cost of drugs and card fees
(IKsh.50) was also high. Government should supply low cost medicine as the privately owned
chemists are exploiting consumers.

u) That Government in partnership with KARI should work to develop more resistant strains
of seed to beat drought and crop pests.

v) That there were many unemployed youths who were idle in the area and were engaged in
alcoholism and drug abuse.

Concluding remarks

The Chairman of the Parliamentary Committee thanked the Embu people for finding time to attend
the meeting and giving their views candidly. The District Commusioner, Embu West called on the
residents of Embu to respect all the 1ssues the Committee Members had proposed. He invited a

pastor in the congregation to give a vote of thanks and a closing prayer.

MIN. NO./SC2/113/2011: - Adjournment

There being no other business and the time being Twenty five Minutes past One O’clock the

Chairman adjourned the meeting.
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" MINUTES OF THE JOINT PUBLIC HEARING BY THE PARLIAMENTARY BUDGET
© COMMITTEE AND THE SELECT COMMITTEE ON COST OF LIVING HELD ON
FRIDAY, 247 JUNE, 2011 AT NYERI PROVINCIAL HEADQUARTERS, AT 10.50AM.
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MIN. NO./SC2/107/2011: - Adoption of Agenda

The Agenda of the Sitting was adopted by the Members present as follows:
(i) Preliminaries
(ii) Matters Arising
(iii) Public Hearing at Nyeri Provincial Headquarters

MIN. NO./5C2/108/2011: - Preliminary

The Chairman of the Budget Committee welcomed the people of Nyeri to the meeting
and thanked them for availing themselves to the committee despite their busy schedules.
He communicated that there were two parliamentary committees present at the meeting,
the Budget Committee and the Committee on Cost of Living who had come to listen to
the views of the people of Nyeri because what they were investigating was basically the
same issues. The Chairman briefed the members about the membership, mandate of the
committee and all the work undertaken thus far and that the Committee had sought
extension of time in order to conclusively cover the issues surrounding the rising cost of
living in the country. The Chairman informed the public that the Committee had
prepared a preliminary report which had been submitted to the government to begin







\ implementation of the same. The Chairman then invited members of the public to give
" their views on the issues affecting the cost of living urging them to be candid in their
presentations.

MIN. NO./5C2/109/2011:- Public Hearing at Nyeri Provincial

Headquarters.

The following are the views given to the committee;

1.

10.
11.

12.

13.

14.

15.

16.

That according to the Maputo declaration, National budgets should ensure 15%
goes to support agricultural services. This should be done to avoid dependence on
food imports.

That there are no dialysis equipment in the constituency hospitals yet machines
cost only 3-4million. Hospitals are not well equipped so sick people have to travel
far to seek medical attention.

That health care is expensive and government should reduce cost.

That the cost of flour had risen so high and was trading at Ksh.150 which is high.
That fuel prices especially that of diesel have also gone up yet there is no
provision of input subsidy for farmers.

The government should increase budget allocation to agriculture and especially
focus on irrigation schemes and dams as there is need to irrigate the region.
Corruption is rampant as suppliers of services fleece the Government as they
charge too high For example, 1km of roads costs 80million instead of 26million as
in other countries.

There is no clear move by government to go to green energy e.g. solar, wind and
lowering fossil fuel consumption.

Zero rating grains does not assist the poor, it only helps the cartels because it does
not help protect the local farmer from cheap imports.

That cartels in the sugar industry were fueling the high cost of sugar.

High input cost results in high output costs. Rwanda for example zero rated cost
of tractors, yet in Kenya there has been no lowering of inputs.

Shareholding of corporative firms. Farmers are not the big shareholders, so the
farmers have no say in the decisions of these cooperatives, e.g. KPCU, KCC,
Cooperative Bank etc.

There is late release of funds to ministries by the Treasury such that ministries end
up returning the money because it is dispatched late.

There is no allocation to youth projects as sports stadiums which can be used by
youth in sports are dilapidated. The youth have not been engaged enough and
trainers have no people to train in sports.

The government should establish Coffee processing plants in Nyeri county so that
Farmers can stop taking their coffee far to get market.

Land has been sub divided too much and arable land converted for real estate
development instead of farming on large scale farms.
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17. Wicit alcohol in central region has affected the young people so much that in a
few years to come, most young men in the region will have died of the illicit
brew.

18. Marketing of tourism for the area has not been done. Promotion is only done
centrally in Nairobi.

19. That the Economic Stimulus Package should not be shared equally because some
constituencies have more people, allocation should be done according to the
population.

20.That there are a lot of informal settlements that have come up especially after the
Post Election Violence (PEV) and funds should be set aside for slum improvement.

21. Industries should be built in the area for example packaging industries, for
production of bottled water and other things that can be produced in the area in
order to create employment opportunities for the youth.

22.That transport costs are very high and the Government should put a price cap on
the transport fares.

23.Low cost maize from NCPB is no longer there. This maize should be brought back
and sold widely now that there is a shortage.

24.Coffee payment to farmers should be regularized. What is the structure of coffee
markets and sales? Are the brokers the problem or the owners of big estates who
can mill their own coffee?

25.The policy of the government to increase the retirement age of civil servants has
brought problems for the youth. The age should be reduced to 55 as was the case
before and then pension be paid for the vulnerable and aged.

26.There is a street children menace in the area. They should be removed from the
towns and rehabilitated.

Upon deliberations the committee made the following recommendations

a) Instead of giving tax cuts to importers, these should be given as incentives on
inputs to farmers to produce their own food.

b) Budget should allocate more money to energy, infrastructure, health, and
education sectors in order to facilitate development.

¢) The government should explore alternative energy for example bio fuels and
geothermal energy.

d) NCPB should undergo major overhaul to be more efficient to the needs of the
Kenyans and farmers. To buy sufficient stocks during surplus and store well and to
always have sufficient Strategic Grain Reserves.

e) The Government should put in place administrative measures to streamline KRA
and seal all loopholes to net everyone within the tax margins. This will bring in
more revenue and improve on the rate of domestic tax collection.

f) That more cash districts have been created to ensure money is given for the aged.

g) Constitution has given parliament more mandate to hold government to account
in implementing government policies.






h) Government needs to protect its farmers from international imports. This for all
types of farmers especially in crops with comparative advantage like Kenya.

i) There is need for management of water resources by Investment in water
catchment areas.

j) Government should invest heavily in agricultural and pastoral areas in priority and
according to the comparative advantage of each area.

k) lllicit beers should be taxed so that they can be more expensive and not very
affordable to the youth.

Conclusion by Committee

The Committee concluded by thanking members of the public who attended the hearing
and assuring them that parliament now had been given more power to oversee
operations of the Executive and that whatever views the people of Nyeri had given the
Committee would be taken seriously and addressed with Government. The Chairman of
the Committee then reminded the people that this was just the first such hearing as a
result of the new constitution and that parliament would be undertaking such hearings
every year. The Chairman then called one of the participants to make a closing prayer.

MIN. NO./5C2/110/2011: - Adjournment

There being no other business and the time being Forty minutes past Three O’clock the
Chairman adjourned the meeting.







MINUTES OF THE 24™ SITTING OF THE PARLIAMENTARY SELECT COMMITTEE ON
- QOST OF LIVING (WITH AMB. MUTHAURA & OTHER PS’S) HELD ON FRIDAY, 17™
JUNE, 2011 IN COMMITTEE ROOM 7, MAIN PARLIAMENT BUILDINGS FROM 9.30

AM.

PRESENT

Hon. Ababu Namwamba, MP
Hon. Charles Kilonzo, MP
Hon. Rachel Shebesh, MP
Hon. (Dr.) Joyce Laboso, MP
Hon. (Dr.) Eseli Simiyu, MP

Chairman

ABSENT WITH APOLOGY

Hon. Nkoidilla Ole Lankas, MP

Hon. Shakila Abdalla, MP - Vice-Chairperson
Hon. Elias Mbau, MP

Hon. Martha Karua, MP

Hon. Mohamed Gabow, MP

IN ATTENDANCE

Mr. Edward Libendi - Clerk Assistant
MEs. Linda Kiriinya - Researcher
Mrs. Faridah Ngasura - Hansard

The list of the other participants in attendance is annexed to these Minutes

MIN. NO./5C2/102/2011: - Adoption of Agenda
The Agenda of the Sitting was adopted by the Members present as follows;

1. Confirmation of minutes of the previous meeting

2. Matters Arising

3. Meeting with Secretary to the Cabinet and Head of Public Service, the Permanent
Secretary, Office of the Prime Minister, Minister for Finance and Minister for
Agriculture

4. Review of the work plan of the Committee

5. Any Other Business

6. Date of the Next Sitting






MiN. NO./SC2/103/2011: - Preliminaries

The Chairman called the meeting to order at 9.50 a.m. He then welcomed the
Government Team led by the Head of Public Service and Secretary to the Cabinet and
thanked them for finding time to attend the Committee meeting. The Chairman also
apologized to the team for the four times the Committee had called off its meeting with
the group on grounds that a majority of the Members of the Committee had been
involved in vetting of the Chief Justice, his Deputy and the Director of Public
Prosecutions by the Constitutional Implementation Oversight Committee (CIOC).

The Chairman then briefed the participants about the membership, mandate of the
committee and the work the Committee had undertaken thus far, explaining that the
Committee had sought extension of its tenure by 60 days, which had been granted in
order to enable it conclude its work. The Chairman also informed the participants that
the Committee had prepared a preliminary report which had been forwarded to
Government through the Head of Public Service and Secretary to the Cabinet but that he
would now officially hand over the report to Government which he proceeded to do.

MIN. NO./5C2/104/2011: Meeting with the Government Team (Permanent
Secretaries)

The Chairman briefed the government team on the contents of the preliminary report

highlighting the salient features and the twenty one recommendations made by the

Committee. He thereafter invited the other Committee Members present who sought

explanations on the following from the government team:

The committee sought to know the following:

a) Existence of any Government policies to deal with the rising cost of living and
particularly the runaway inflation.

b) Why there is lack of coherence between different arms of Government, for
example between research arms of government and policy making and
implementing organs citing lack of coordination between KARI, Kenya Seed and
the NCPB all under the Ministry of Agriculture and establishment of oil price
regulation by ERC without consultations with the CBK and KRA.

¢) The amount of money spent in running the Government particularly the cost of
running the large Government and whether the size of the coalition government
had a significant impact on the cost of living.

d) The reasons for the depreciation of the Kenya shilling against other major
currencies where the shilling had fallen from a high of 80 to a low of between 87
and 90 against the dollar from the Month of April and any measures the

Government was taking to stabilize the shilling.






e)

f)

g

k)

What measures the Government was taking to establish a strategic grain reserve
and a strategic oil reserve to cushion the country in times of limited supplies.
Whether the Government could consider taking austerity measures in its
expenditure by for example ensuring that all government officers travel using
economy class and not business class as was the norm which would result in some
savings.

The measures the Government was taking to exploit alternative energy sources
like bio fuels, wind, solar and geothermal energy.

Any measures the government was taking to increase acreage of land under
irrigation in order to ensure food security. The Committee was concerned that the
Government was allocating more funds for importation of maize and food instead
of focusing on ensuring that the country is self sustainable in food production by
investing in new farming technologies and irrigation agriculture.

That the Kazi Kwa Vijana (KKV) program was not yielding its intended results and
yet more money had been allocated to the program in the current budget. That
the Government was misapplying its resources by giving University graduates jobs
of digging trenches which would not add value to their skills and that the
Government should consider abolishing the program all together as it had failed.
Why Government officers were speaking at cross purposes with the Minister for
Agriculture and the Prime Minister saying there was enough maize in the country
and that millers could be hoarding it, while the management of the NCPB claimed
there was an acute shortage of maize in the country. The Committee wanted to
know whether the Government had knowledge of the real situation.

What role the Ministry of planning, National Development and Vision 2030 was

playing especially on food security and how the work of the Ministry was feeding
into the work of other ministries for example, the Ministries of Special
Programmes, Water and Agriculture.

How viable it is for the Government to retain the Kenya Petroleum Refineries
Limited (KPRL) yet the Refinery was contributing to the high cost of fuel in the
country.

m) Whether the Treasury was aware that the KRA Simba system which is meant to

ensure efficiency in clearing of cargo at the Port of Mombasa is down most of the
time and especially during weekends and whether this is an act of sabotage by
KRA workers in order to facilitate corrupt practices.

n) Whether it was still possible for the youth to get jobs in Government and whether

0)

the Government had any policies or structured system of providing internships
and attachments for the new graduates.

The role of the grain in the Strategic Gran Reserve and if it was meant for the
poor and vulnerable, why the Government was not distributing it to this
population to ease their suffering.






P)

u)

v)

Why the sizes of most Government delegations especially those accompanying the
President, Prime Minister and Vice President are large and what actions the
Government can take to cut down the size of these delegations in order to reduce
costs of foreign travel.

Whether the Government has taken any measures to provide for people in Kenya
living below the poverty line including the urban poor.

The reasons for the rising levels of foreign debt

The high level of corruption in government which results in wastage of resources
and high cost of living.

Whether the Government could consider cancelling the debt owed by Kenya
Farmers Association to the National Bank of Kenya in order to facilitate revival of
KFA.

Whether the Government could consider reviving the National Milling
Corporation in order to stabilize the cost of flour.

The Measures being undertaken by the Government to eliminate cartels in the
major sectors of the economy resulting in collusions in price setting hence high
cost of basic commodities.

w) The crisis in boarding schools as a result of the high cost of food and fuel where

most schools budgeted when maize was Ksh.1, 800 yet the current prices were
almost triple (Ksh. 4,000) which would lead schools to close early while others
will seek to increase fees in the third term. The Committee requested the
Government to direct the NCPB to open its stores for boarding schools to buy
maize from it at a price of Kshs. 1,800 or the Government to sell the maize that is
expected as a grant from Brazil to the schools at the above price in order to
cushion the schools from the high cost of living.

MIN. NO./5C2/105/2011: - Response by the Government officers.

1.

The Government officers led by the Head of Public Service, Amb. Muthaura responded
as follows:

AMBASSADOR FRANCIS MUTHAURA (Head of Public Service and Secretary to Cabinet)
The Head of Public Service tabled a report detailing the impact of the cost of running the
coalition government on the rising cost of living and explained to the committee in

summary the contents of the report.

The Head of Public Service responded as follows:

That the cost of running the coalition government does not have any effect on the
rising cost of living as the total number of employees in the civil service had not






changed, only the number of Ministers and Assistant Ministers had increased. He
however stated that the wage cost had been improved to try and match that paid
in the private sector in order to retain the best brains. That from January to
October 2010, the inflation rate had been was low as 3% even with the coalition
Government in existence.

. That the civil service had been reduced from 2002 when the NARC Government
came to power and so the Government is much smaller apart from the top e.g.
Permanent Secretaries, Ministers and Assistant Ministers and increase in ministries
had not led to increase in the civil servants as a majority were just re-deployed.

. That the country received erratic rainfall in the last season resulting in poor
harvests contributing to the shortage of maize.

. That the rising inflation was a global phenomenon affecting most countries of the
world and not just Kenya which he illustrated with a table from the IMF Database

online.

. That the Government had a shortfall in the civil service specifically in the police
force, nurses and teachers, which had arose mainly due to the Structural
Adjustment Process of the 1990s but that the Government was working towards
filling the shortage.

. On the issue of employment, he stated that the entry into the public service is
through a competitive recruitment process by the Public Service Commission and
age limit was not a factor for most of the jobs and that young people were now
being recruited for senior management jobs so long as they were successful in the
interview.

. That the Government was focusing on sectors that would grow the economy and
hence create jobs and a key Government strategy since 2003 has been on building
infrastructure (roads, electricity, water, etc) to spur growth. That in 2002 before
the NARC government came to power, only Kshs. 18 billion was spent on
development of infrastructure but today, Kshs. 221 billion is 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 improve ICT. The
Government would also establish economic zones in Lamu, Kisumu and Mombasa
to create up to 100,000 jobs.

. That there is rural electrification going on whose target is to have power in all
rural market areas and hence transform these centers into economic zones and
thus spur rural industrialization.
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10,

11.

12.

13,

14.

PROF.

PROF.
1.

That there is a program of distributing 100,000 bags of maize and 30,000 bags of
rice to the hungry in the country and the president had directed that this quantity
be doubled in the hunger stricken areas. This was being undertaken under food

relief system.

That the Government was keen on eradicating corruption and that the war on
corruption had been boosted by the enactment of the new constitution which had
seen initiation of institutional reforms among them judicial reforms and police
reforms.

That Public service reforms would make the Government transparent and
accountable in the use of public resources e.g. through e-government and
performance contracting

That the Government would not participate in importation of maize because the
last time it did so, there arose numerous concerns about corrupt practices in the
distribution of the imported maize.

That the NCPB is allowed currently to distribute maize to schools especially in the
famine hit areas under the food relief program.

MICHAEL CHEGE (Advisor, Ministry of Planning)

That the Government had put in place plans especially under the Vision 2030
flagship projects which if implemented according to the plan, would ease the
challenge of unemployment in the long run.

. That in order to cushion poor Kenyans, the elderly and the vulnerable, the

Government had in the financial year 2011/2012, set aside Kshs.1billion for cash
transfers to be implemented by the Ministry of Gender and Social Services and the
Ministry of Special Programmes.

GIDEON MISOI (National Cereals and Produce Board)

That currently there were about 3 million bags of maize in NCPB stores as the
Government had released about 200,000 bags for famine relief since May when
the Committee visited its stores in Eldoret.

That the Strategic Grain Reserve shall not sustain the shortage so what is there will
only be used by Government for relief purposes. Meanwhile millers have been
allowed to import.

That there was approximately 5000 metric tons of maize imported by millers
which had arrived at the port of Mombasa from Malawi but had failed the
Kenyan standard of coloration thus could not be allowed into the market. The
maize had a colour level of 4 yet the required level was 1. That government was
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still analyzing the maize for any infection or impurities before making a final
decision on what to do with it.

4. That the NCPB did not have any commercial stocks of maize to sell to schools but
that some schools fell under the Government school feeding program.

5. That there was a consignment of 300,000 bags of maize expected as a grant from
Japan which is normally sold commercially to the public to recover the FoB cost.
The Committee strongly recommended that this maize be sold to boarding
schools at a subsidized price in order to cushion them from the high cost of food
which the Head of Public Services agreed to.

DR. EDWARD SAMBILI (PS Ministry of Planning, National Development and Vision
2030)

1. He explained that the runaway inflation had mainly been caused by the high cost
of food and fuel which cost of fuel had arisen partly because of the high demand
for the commodity on the international market. That the cost of food
commodities had shot up after the 2008 post election violence where a lot of
food crops were destroyed in farms and farmers displaced from their farms.

2. That in 2009-2010 there was good rainfall, plenty of food and inflation was low
and fuel cost was also low, then in October 2010 after the world economies
started to pick up after the recession of 2009, fuel and food commodity prices
started to increase hence the rising inflation. This is compounded by the fact that
In Kenya, 36% of the total household expenditure is on food.

DR. ROMANO KIOME (PS Ministry of Agriculture)

1. The PS tabled a presentation on the causes of the shortage and high cost of maize
and food commodities in the country. He explained that this year(2011), we had
the lowest amount of grain stocks in the country in 30 years which was caused by
among other reasons, the high demand of bio fuel in South America leading to
competition with food.

2. That grain stocks were being used globally by the big multinationals for
speculation purposes thus the shortage and high prices of the same.

3. That this was the first time in the history of the country that it was more
expensive to import than to export maize. That even with the zero rating of the
commodity, imported maize would not be lower than Ksh.4000 thus no respite
to consumers in the short term.

4. He emphasized the need for the country to move from rainfall dependence, to
irrigation agriculture stating that the Government had allocated Ksh. 10 billion for
irrigation purposes for the year 2011/2012 in order to ensure the country is food

secure.

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







10.

That the Government had considered the need to increase supply of maize in the
market through imports and had zero rated maize imports to allow private sector
to import the same at an affordable rate.

That there was effort towards reviving KFA but that it was the duty of Treasury to
consider waiving or writing off the debt owed by KFA to National Bank of Kenya.
On the issue of revival of the National Milling Corporation, the PS sated that the
country has adequate milling capacity in private sector and that the Government
did not want to compete with private sector in the milling business.

That the Government would continue to focus on subsidy of farm inputs but
would try to avail the same promptly so as to reduce the cost of production.

That Extension services had been affected as there was no recruitment between
1999 and 2004 but from 2006, the Government had been recruiting 800
Extension Officers per year and now the number had risen to about 7000 officers.
That further, a new National Agricultural Sector Extension Policy had been
developed that would ensure extension services are effectively delivered.

DR MOHAMED ISAHAKIA (PS OFFICE OF THE PRIME MINSTER)

1.

2.

3.

That the Kazi Kwa vijana program was not intended to provide permanent
employment but to engage the youth in productive activities and also enable
them earn some money to deal with the harsh economic times. That the program
had been substituted with the much improved Kenya Youth Empowerment
program which was being done in partnership between the government and the
private sector.

That the Government could not provide employment to all the unemployed in
Kenya thus the need to support private sector to create jobs for the youth which
the Government had embarked on by investing in infrastructure development.
That the Prime Minister had established an Inter-ministerial Committee to look
into the maize shortage and propose short term solutions and the Committee was
scheduled to meet the following week and he extended an invitation to the Select
Committee

MR. JOSEPH KINYUA (PS, Treasury)

1.

That the Government was committed to reviving Kenya Farmers Association
(KFA) in order to reach as many farmers as possible with farm subsidies so as to
reduce the cost of production.

That the Ministry was aware of possible interference with the Simba system by
KRA staff and was seeking for permanent solutions to the issue in order to ensure
continued efficiency at the port of Mombasa.

That the wage bill has increased but not necessarily because of the coalition
government but because of improvement of the terms of service of civil servants
to make them competitive. That the wage bill relative to GDP remained at
between 7 to 8%.






That the proposal to reduce taxes on commodities like fuel were not the best
incentive of bringing down the prices of the commodities as tax breaks only work
in a system of strict price controls. That the government was focusing on putting
in place safety nets rather than tax breaks to cushion poor Kenyans.

On the viability of running the KPRL, the PS stated that discussions were ongoing
between the Ministry of Energy and the Strategic partner ESSAR to establish if it
should restructure KPRL or convert it into a purchasing/merchant refinery only.

MR. TITUS NDAMBUKI (PS, Ministry of State for Public Service)

1.

On the huge sums spent on foreign delegations, the PS intimated that Parliament
was contributing to the high expenditure on foreign travel as the PSC had in April,
2011 sent a circular to the PS’s indicating an increase in the rates of foreign travel
allowances for MPs which had led to Ministers demanding to be paid the same
increased rate when on assignment abroad. He requested that the yet to be
established Salaries and Remuneration Commission review these allowances with a
view to harmonizing it for all public servants.

That the Public Service Commission was an Equal Opportunity Employer and did
not discriminate against anyone including based on the age factor except the
requirements of the Schemes of Service that one have worked for about three
years in order to be promoted.

On whether the Government could offer internships/attachments to graduates to
enable them gain job experience, the PS stated that there was an administrative
arrangement within ministries for students in universities and colleges to undertake
attachments in government but that there was no structured system for the same
and the Government was now developing an Internship Policy which would
structure the program.

MR. SAMUEL MWALE (Principle Administrative Secretary, Office of the President)

1.

That the Government was now concentrating on establishment of industries and
providing incentives to private sector to set up industries in order to create
employment and also realize Vision 2030. This would begin with Value adding
companies in the agricultural sector to energy industries for example coal
exploration.

Conclusion

The Chairman concluded the meeting by thanking the Government Officers for finding
time to attend the meeting. He urged the Government to move with speed and
implement the proposals it had discussed above so that Kenyans could see a change in
the cost of living. He further urged the Government officers to device ways of
communicating adequately with the public on the projects it was undertaking so as to
keep them informed and for accountability purposes.






MIN. NO./5C2/106/2011: _ - Adjournment

There being no other business and the time being Thirty Minutes past One O’clock, the
Chairman adjourned the meeting.
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MINUTES OF THE 23RP SITTING OF THE PARLIAMENTARY SELECT COMMITTEE ON
COST OF LIVING HELD ON THURSDAY, 16™ JUNE, 2011 AT THE SMALL DINING
Room, MAIN PARLIAMENT BUILDINGS AT 9.00AM.
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PRESENT

Hon. Ababu Namwamba, MP - Chairman
Hon. Rachel Shebesh, MP

Hon. John Mbadi, MP

Hon. (Dr.) Eseli Simiyu, MP

ABSENT WITH APOLOGY
Hon. Shakila Abdalla, MP
Hon. Elias Mbau, MP

Hon. Mohamed Gabow, MP
Hon. Nkoidilla Ole Lankas, MP
Hon. (Dr.) Joyce Laboso, MP
Hon. Charles Kilonzo, MP
Hon. Martha Karua, MP

Vice-Chairperson

IN ATTENDANCE

Mr. Edward Libendi - Clerk Assistant

Mr. James Ginono - Clerk Assistant

Mes. Farida Ngasura - Hansard Reporter
Mes. Linda Kiriinya - Resercher

MIN. NO./sC2/95/2011: - Adoption of Agenda

The Agenda of the Sitting was adopted by the Members present as follows;
1. Confirmation of Minutes of the previous meeting
2. Matters Arising
3. Meeting with the Clerk of the National Assembly
4. Any Other Business
5. Date of the Next Sitting

MIN. NO./5C2/96/2011: - Preliminary
The Chairman called the meeting to order at 9.30 a.m. and opened the meeting with a
word of prayer.

MIN. NO./sC2/97/2011: - Confirmation of Previous Minutes

The Minutes of the 217 sitting held on 8" June, 2011, were proposed by Hon. John
Mbadi, MP and seconded by Hon. Rachel Shebesh, MP. The Minutes were then read and
confirmed as a true record of the deliberations and signed by the Chairman.






_

The Minutes of the 22t sitting held on 9" June, 2011, were proposed by Hon. Rachel
Shebesh, MP and seconded by Hon. John Mbadi, MP The Minutes were then read and
confirmed as a true record of the deliberations and signed by the Chairman.

MIN. NO./5C2/98/2011: - Matters Arising

a) The Chairman informed the meeting that a decision was taken to forward to
government preliminary findings of the Committee to relevant government
ministries instead of tabling the findings to the House and instead a procedural
motion was moved and adopted by the house extending the time of the
Committee by 60days to give the Committee enough time to table a final report.

b) The Committee confirmed that the preliminary findings had been dispatched to
various responsible Government Ministries through the Clerk of the National
Assembly which are; to the Deputy Prime Minister and Minister for Finance,
Minister of Agriculture, Minister of Energy, Secretary to the Cabinet and Head of
Civil Service and the Permanent Secretary Office of the Prime Minister.

c) Copies of forwarding letters and the report itself were tabled in the meeting. The
committee resolved to inform the public that the Government was now in
possession of the Preliminary Report by the Committee on the emergency issues
and the recommendations for action.

d) The Committee agreed to lobby Committee Members for availability for the next
round of trips scheduled to start on 237 June 2011 to 27" June 2011.

MIN. NO./5C2/99/2011: - Meeting with the Clerk of the National
Assembly

The Committee asked the Clerk to table documents detailing actual parliamentary
expenditure on foreign and domestic travels by all Committees of the House and
individual Members of Parliament.

The Clerk agreed to avail the documents requested to the Chairman by 11.00 am on 16"
June 2011.

The Committee thereafter resolved to hold another meeting with the Clerk after
acquitting itself with the contents of the documents.

MIN. NO./SC2/100/2011: - Any Other Business

The Committee resolved to meet with the Head of Civil Service on Friday, 17" June,
2011 at 9.30am.

I EsEmeR——
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MIN. NO/SC2/101/2011: - Adjournment and date of next meeting

There being no other business and the time being eight minutes past Ten O’clock the
Chairman adjourned the meeting to Friday 17" June, 2011 at 9.30 am in Committee
Room 9, Main Parliament Buildings.
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MINUTES OF THE 22 SITTING OF THE PARLIAMENTARY SELECT COMMITTEE ON
- COST OF LIVING HELD ON THURSDAY, 9™ JUNE, 2011 IN COMMITTEE ROOM 5™
FLOOR, CONTINENTAL HOUSE AT 12.00 NOON.

PRESENT
The Hon. Ababu Namwamba, MP - Chairman
The Hon. Shakila Abdalla, MP - Vice-Chairperson

The Hon. Rachel Shebesh, MP
The Hon. John Mbadi, MP
The Hon. Nkoidilla Ole Lankas, MP

ABSENT WITH APOLOGY

The Hon. Elias Mbau, MP

The Hon. Mohamed Gabow, MP
The Hon. (Dr.) Joyce Laboso, MP
The Hon. Charles Kilonzo, MP
The Hon. (Dr.) Eseli Simiyu, MP
The Hon. Martha Karua, MP

IN ATTENDANCE

Mr. Edward Libendi - Clerk Assistant

Mr. James Ginono - Clerk Assistant

Mr. Nicodemus Odongo - Fiscal Analyst

Ms. Farida Ngasura - Hansard Reporter
MIN. NO./SC2/95/2011: - Adoption of Agenda

The Agenda of the Sitting was adopted by the Members present as follows:-

1. Confirmation of Minutes of the previous meeting
2. Matters Arising

3. Meeting with the Clerk of the National Assembly
4. Way forward on Preliminary report of Committee
5. Any Other Business

6. Date of the Next Sitting

MIN. NO./5SC2/96/2011: - Preliminary

The Chairman called the meeting to order at 12.30 p.m. and opened the meeting with a
word of prayer.




The Chairman then briefed the Clerk on the reasons why the Committee had resolved to «
meet him explaining that the Committee was interested in establishing the total amount

of money spent by Members of Parliament in foreign travel per year as the cost of

running government had some impact on the rising cost of living.

MIN. NO./5C2/97/2011: - Meeting with the Clerk of the National
Assembly '

The Clerk requested the Committee to reschedule his meeting with them as he was
expected to be in the Chamber at 2.30 p.m. and he needed to prepare for the same and
also join the Speaker for a Kamukunji on the Youth fund that was going on.

The Committee requested the Clerk to include in his submission to the Committee the
total amount of money spent on both domestic and foreign travel. The Committee
resolved to meet the Clerk on Thursday, 16% June at 9.00 a.m.

MIN. NO./5C2/98/2011: - Way forward on Preliminary report of
Committee

The Committee resolved that the Clerk forwards the report on the Emergency issues to
the Government through the Deputy Prime Minister and Minister for Finance, Minister
for Agriculture, Minister for Energy, Secretary to the Cabinet and Head of Public Service
and the Permanent Secretary, Office of the Prime Minister.

MIN. NO./sC2/99/2011: - Any Other Business

The Committee resolved to meet with the Deputy Prime Minister and Minister for
Finance, Minister for Agriculture, Secretary to the Cabinet and Head of Public Service and
the Permanent Secretary, Office of the Prime Minister on Tuesday, 14 June, 2011.

The Committee also discussed and agreed to hold joint sittings with the Depérrmental
Committees on Energy, Agriculture and the Budget Committee to share with them some
of its findings.

The Committee requested the secretariat to prepare a draft program indicating the
tentative dates for conducting Public Hearings and fact finding tours to various parts of
the country to enable the Members plan in advance.

3]




MIN. NO/SC2/100/2011: - Adjournment and date of next meeting

There being no other business and the time being fifteen minutes past One O’clock the
Chairman adjourned the meeting to Tuesday 14t June, 2011 at 10.00 am in Committee
Room 9, Main Parliament Buildings.
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MINUTES OF THE 2157 SITTING OF THE PARLIAMENTARY SELECT COMMITTEE ON
COST OF LIVING HELD ON WEDNESDAY, 8™ JUNE, 2011 IN COMMITTEE ROOM 7,
MAIN PARLIAMENT BUILDING AT 12.00 NOON.

PRESENT

The Hon. Ababu Namwamba, MP - Chairman
The Hon. Rachel Shebesh, MP

The Hon. (Dr.) Eseli Simiyu, MP

The Hon. Jchn Mbadi, MP

The Hon. Martha Karua, MP

The Hon. Charles Kilonzo, MP

The Hon. Nkoidilla Ole Lankas, MP

ABSENT WITH APOLOGY

The Hon. Shakila Abdalla, MP - Vice-Chairperson
The Hon. Elilas Mbau, MP

The Hon. (Dr.) Joyce Laboso, MP

The Hon. Mohamed Gabow, MP

IN ATTENDANCE

The Hon. Millie Odhiambo, M.P

The Hon. David M. Ngugi, M.P

The Hon. Benedict Fondo Gunda, M.P.
The Hon. Danson Mwazo, M.P.

Mr. Edward Libendi - Clerk Assistant
Mr. James Ginono - Clerk Assistant
MIN. NO./5C2/90/2011: - Adoption of Agenda

The Agenda of the Sitting was adopted by the Members present as follows;
(i) Confirmation of Minutes
(i) Matters Arising
(ili) Acoption of the Report
(iv) Any Other Business
(v) Acjournment



MIN. NO./§C2/91/2011: - Confirmation of Minutes

The Chairman Called the Meeting to order at Half past Eight O'clock and there-after )

members present resolved that the Hon. (Dr.) Eseli Simiyu, MP chairs the sitting for the
purpose of the Confirmation of Minutes.

The Minutes of the 2" sitting held on 17%" May, 2011, were proposed by Hon. Ababu
Namwamba, MP  and seconded by Hon. John Mbadi, MP. The Minutes were then
read and confirmed as a true record of the deliberations and signed by the Chairman.

The Minutes of the 3 sitting held on 20" May, 2011, were proposed by Hon. Rachel
Shebesh, MP and seconded by Hon. Ababu Namwamba, MP. The Minutes were then
read and confirmed as a true record of the deliberations and signed by the Chairman.

The Minutes of the 4 sitting held on 26™ May, 2011, were proposed by Hon. John
Mbadi, MP and seconded by Hon. Rachel Shebesh, MP. The Minutes were then read and
confirmed as a true record of the deliberations and signed by the Chairman.

The Minutes of the 5" sitting held on 27" May, 2011, were proposed by Hon. Ababu
Namwamba. MP and seconded by Hon. John Mbadi, MP. The Minutes were then read
and confirmed as a true record of the deliberations and signed by the Chairman.

The Minutes of the 6™ sitting held on 27™ May, 2011, were proposed by Hon. John
Mbadi, MP and seconded by Hon. Ababu Namwamba, MP. The Minutes were then read
and confirmed as a true record of the deliberations and signed by the Chairman.

The Minutes of the 7t sitting held on 27* May, 2011, were proposed by Hon. Ababu
Namwamba, MP and seconded by Hon. John Mbadi, MP. The Minutes were then read
and confirmed as a true record of the deliberations and signed by the Chairman.

The Minutes of the 8™ sitting held on 28" May, 2011, were proposed by Hon. Rachel
Shebesh, MP and seconded by Hon. John Mbadi, MP. The Minutes were then read and
confirmed as a true record of the deliberations and signed by the Chairman.

The Minutes of the 9™ sitting held on 29" May, 2011, were proposed by Hon. John
Mbadi, MP and seconded by Hon. Rachel Shebesh, MP. The Minutes were then read and
confirmed as a true record of the deliberations and signed by the Chairman.

The Minutes of the 10" sitting held on 30" May, 2011, were proposed Hon. Ababu
Namwamba, MP and seconded by Hon. Rachel Shebesh, MP The Minutes were then
read and confirmed as a true record of the deliberations and signed by the Chairman.

The Minutes of the 11t sitting held on 30" May, 2011, were proposed by Hon. John
Mbadi, MP and seconded by Hon. Ababu Namwamba, MP The Minutes were then read
and confirmed as a true record of the deliberations and signed by the Chairman.
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The Minutes of the 12 sitting held on 12 April, 2011, were proposed by Hon. Martha
* Karua, MP and seconded by Hon. Charles Kilonzo, MP. The Minutes were then read and
confirmed as a true record of the deliberations and signed by the Chairman.

The Minutes of the 12t sitting held on 2™ June, 2011, were proposed by Hon. Martha
Karua, MP and seconded by Hon. Charles Kilonzo, MP. The Minutes were then read and
confirmed as a true record of the deliberations and signed by the Chairman.

The Minutes of the 13® sitting held on 2™ June, 2011, were proposed by Hon. Charles
Kilonzo, MP and seconded by Hon. Martha Karua, MP. The Minutes were then read and
confirmed as a true record of the deliberations and signed by the Chairman.

The Minutes of the 14t sitting held on 3 June, 2011, were proposed by Hon. Ababu
Namwamba, MP and seconded by Hon. Rachel Shebesh, MP. The Minutes were then
read and confirmed as a true record of the deliberations and signed by the Chairman.

The Minutes of the 15 sitting held on 3% June, 2011, were proposed by Hon. Rachel
Shebesh, MP and seconded by Hon. Ababu Namwamba, MP. The Minutes were then
read and confirmed as a true record of the deliberations and signed by the Chairman.

The Minutes of the 16t sitting held on 4™ June, 2011, were proposed by Hon. Ababu
Namwamba, MP and seconded by Hon. Rachel Shebesh, MP. The Minutes were then
read and confirmed as a true record of the deliberations and signed by the Chairman.

The Minutes of the 17t sitting held on 4 June, 2011, were proposed by Hon. Rachel
Shebesh, MP and seconded by Hon. Ababu Namwamba, MP The Minutes were then
read and confirmed as a true record of the deliberations and signed by the Chairman.

The Minutes of the 18" sitting held on 4 June, 2011, were proposed by Hon. Ababu
Namwamba, MP and seconded by Hon. Rachel Shebesh, MP. The Minutes were then
read and confirmed as a true record of the deliberations and signed by the Chairman.

The Minutes of the 19% sitting held on 6™ June, 2011, were proposed by Hon. Charles
Kilonzo, MP and seconded by Hon. Ababu Namwamba, MP The Minutes were then
read and confirmed as a true record of the deliberations and signed by the Chairman.

The Minutes of the 20™ sitting held on 7 June, 2011, were proposed by Hon. Charles
Kilonzo, MP and seconded by Hon. Ababu Namwamba, MP The Minutes were then
read and confirmed as a true record of the deliberations and signed by the Chairman.




MIN. NO./5C2/92/2011: - Matters Arising

There were no matters that arose.

MIN. NO./5C2/93/2011: - Adoption of the Preliminary Report

The Preliminary report was adopted with noted amendments

MIN. NO./5C2/94/2011: - Adjournment

There being no other business and the time being fifteen minutes past nine O'clock the
Chairman adjourned the meeting to tomorrow Tuesday 7* June, 2011 at 8.30 am on 1¢
Floor of County Hall, Parliament Buildings.
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. MINUTES OF THE 20™ SITTING OF THE PARLIAMENTARY SELECT
COMMITTEE ON COST OF LIVING HELD ON TUESDAY, 7™ JUNE, 2011 IN THE
- MAIN CONFERENCE HALL, COUNTY HALL AT 6.00PM.

PRESENT

Hon. Ababu Namwamba, MP = Chairman
Hon. (Dr.) Joyce Laboso, MP

Hon. Charles Kilonzo, MP

Hon. Martha Karua, MP

Hon. (Dr.) Eseli Simiyu, MP

Hon. Rachel Shebesh, MP

Hon. John Mbadi, MP

Hon. Nkoidilla Ole Lankas, MP

ABSENT WITH APOLOGY

Hon. Shakila Abdalla, MP - Vice-Chairperson
Hon. Elias Mbau, MP
Hon. Mohamed Gabow, MP

IN ATTENDANCE
Ms. Farida Ngasura - Hansard Reporter

MIN. NO./5C2/86/2011: Adoption of Agenda

The Agenda of the Sitting was adopted by the Members present as follows;
1. Confirmation of Minutes

2. Matters Arising

3. Adoption of the Preliminary Report of the Committee

4. Meeting with the Secretary to the Cabinet and Head of Public Service, the
Permanent Secretary, Office ‘of the Prime Minister and Minister for
Agriculture

5. Any Other Business

6. Date of the Next Sitting

\—7



MIN. NO./5C2/87/2011: - Preliminary

The Chairman called the meeting to order at Six O'clock.

MIN. NO./5C2/88/2011: - Adoption of the Preliminary report of the
Committee

The Members went through the preliminary report. It was proposed by Hon. Rachel
Shebesh and seconded by Hon. Charles Kilonzo, MP. The Committee thereafter adopted
the report without amendments.

MIN. NO./5C2/89/2011: - Adjournment and date of next
meeting

There being no other business and the time being fifteen minutes past five O'clock the
Chairman adjourned tihe meeiing (0 Wednesday 8% june, 2011 al 10.00 ain in Commiltee
Room 7, Main Parliament Buildings.
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MINUTES OF THE 19™ SITTING OF THE PARLIAMENTARY SELECT COMMITTEE ON
COST OF LIVING HELD ON MONDAY, 6™ JUNE, 2011 IN COMMITTEE ROOM 9,
MAIN PARLIAMENT BUILDING AT 4.00PM.

PRESENT

Hon. Ababu Namwamba, MP - Chairman
Hon. Mohamed Gabow, MP

Hon. Charles Kilonzo, MP

ABSENT WITH APOLOGY

Hon. Shakila Abdalla, MP - Vice-Chairperson
Hon. Martha Karua, MP

Hon. (Dr.) Joyce Laboso, MP

Hon. Nkoidilla Ole Lankas, MP

Hon. Elias Mbau, MP

Hon. Rachel Shebesh, MP

Hon. (Dr.) Eseli Simiyu, MP

Hon. John Mbadi, MP

IN ATTENDANCE

Mr. Edward Libendi - Clerk Assistant

Mr. James Ginono - Clerk Assistant

Mr. Nicodemus Odongo - Fiscal Analyst

Mes. Linda Kiriinya - Researcher

MIN. NO./SC2/81/2011: - Adoption of Agenda

The Agenda of the Sitting was adopted by the Members present as follows;
(i)  Preliminaries
(i) Consideration of the committee’s memorandum
(ili) Any Other Business
(iv) Date of Next Sitting

MIN. NO./5C2/82/2011: - Preliminary

Meeting was called to order at Sixteen Minutes past Four; having said the prayer the
chair explained that the meeting was called to review and consider for adoption the
Memorandum to Government by the Committee on emergent issues that the
government needs to tackle immediately to avoid the looming food crisis and the
general high cost of Living brought by high inflation and the high cost of fuel.




MIN. NO./5C2/83/2011: - Consideration of the committee’s
Memorandum

Upon deliberations the meeting agreed that the memorandum be changed to a
preliminary report to be adopted by the Committee's sitting to be held tomorrow
Tuesday 7" June, 2011 for tabling on the Floor of the House in the afternoon during the
House Sitting.

It was observed that the mandate of the Committee expires on 11" June 2011;
Committee therefore agreed to seek extension of time for a further 60 days to allow for
time to gather evidence and make extensive findings and recommendations from all parts
of the Republic of Kenya before tabling a final report.

MIN. NO./5C2/84/2011: - Any other Business

The Following matters arose

a) The Committee agreed to meet the Clerk of the National Assembly on
\Wednecday 8 June 2011 at 11.00 a.m,

b) The Committee rescheduled its meeting with the Head of Civil Service to 3.30pm
on 7* June 2011 to allow the Members of the Committee who sit on the
Constitutional Oversight Implementation Committee to conclude vetting of the
proposed judicial nominees.

MIN. NO./5C2/85/2011: - Adjournment

There being no other business and the time being fifteen minutes past five O'clock the
Chairman adjourned the meeting to tomorrow Tuesday 7* June, 2011 at 8.30 am on 1*
Floor of County Hall, Parliament Buildings.




_

MINUTES OF THE 18™ SITTING OF THE PARLIAMENTARY SELECT COMMITTEE ON
COST OF LIVING HELD ON SATURDAY, 4™ JUNE, 2011 IN KIPEVU JETTY

BOARDROOM AT 3.00PM.

PRESENT

Hon. Ababu Namwamba, MP - Chairman
Hon. Nkoidilla Ole Lankas, MP

Hon. Rachel Shebesh, MP

ABSENT WITH APOLOGY

Hon. Shakila Abdalla, MP - Vice-Chairperson
Hon. Martha Karua, MP

Hon. (Dr.) Joyce Laboso, MP

Hon. Elias Mbau, MP

Hon. Charles Kilonzo, MP

Hon. (Dr.) Eseli Simiyu, MP

Hon. John Mbadi, MP

Hon. Mohamed Gabow, MP

IN ATTENDANCE

Mr. Edward Libendi - Clerk Assistant

Mr. James Ginono - Clerk Assistant

Mr. Nicodemus Odongo - Fiscal Analyst

Ms. Farida Ngasura - Hansard Reporter

M:s. Rose Mudibo - Public Relations Officer
Ms. Lilian Ekitela - Office Attendant

Ms. Betty Auma - Clerk’s Office

Ms. Linda Kiriinya - Researcher

MIN. NO./5C2/77/2011: - Adoption of Agenda

The Agenda of the Sitting was adopted by the Members present as follows;
(i) Preliminaries
(i) Meeting with KPC — Kipevu Oil Storage Facility (KOSF) - Management
(iii) Any Other Business :
(iv) Date of Next Sitting

MIN. NO./5C2/78/2011: - Preliminary

The Meeting was called to order by the Chairman at 3.30pm and he sought to know the
operations and efficiency of the pipeline facility and what can be done to improve the
services being provided by the facility.
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MIN. NO./5C2/79/2011 - Mee_ting with KPC — Kipevu Storage
Facility (KOSF)

The Committee was informed as follow;

¢ That KPC was incorporated in 1973 under Companies Act cap 486 laws of Kenya
and it is 100% government owned.

» That the facility has a total Storage capacity is 612,233,000 litres and is not
sufficient to service the fuel requirement of the local and foreign market.

o That facility can transfer 10,000,000 litres per day and it receives products from
Kenya Petroleum Refineries Ltd (which produces regular petrol) and KOSF; and
further that berthing priority are given to crude oil carrier.

» That there is an Ullage committee chaired by the Ministry of Energy whose
membership comprises of all Oil Companies which has the responsibility of
allocating Ullage according to throughput.

* That Clearance of product is done at KOSF by Kenya Revenue Authority or by a
financier

» Kenol Kobil and other major Oil Companies are not adhering to transport and
Ullage agreements reached in their own Ullage Committees

Upon interrogating the KPC Coast regional Manager and the Depot Manager the
Committee made the following observations;

» That poor planning is a major problem in KPC

» There is no synchrony between Open Tender System and Ullage distribution

The Committee made the following Recommendations

» That Price regulation is not good for it causes Market Distortions (level the playing
field and let price themselves KPC should have a common loading facility in
Mombasa and Nairobi) government to put policies in place to correct the
anomaly

o Fast track installation of custody transfer meters at all the OMC’s depot in Nairobi

» That there is need for integrated planning and synergy within the oil industry and
oil institutions as there is evident lack of coordination which affects efficiency
within the System.

MIN. NO./5C2/80/2011: - Adjournment

There being no other business and the time being fifteen minutes past five O'clock the

Chairman adjourned the meeting.
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MINUTES OF THE 17™ SITTING OF THE PARLIAMENTARY SELECT COMMITTEE ON
COST OF LIVING (WITH GRAIN BULK HANDLERS) HELD ON SATURDAY, 4™ JUNE,
2011 IN GRAIN HOUSE BOARDROOM, MOMBASA AT 1.30PM.

PRESENT

Hon. Ababu Namwamba, MP - Chairman
Hon. Nkoidilla Ole Lankas, MP

Hon. Rachel Shebesh, MP

ABSENT WITH APOLOGY

Hon. Shakila Abdalla, MP - Vice-Chairperson
Hon. Martha Karua, MP

Hon. (Dr.) Joyce Laboso, MP

Hon. Elias Mbau, MP

Hon. (Dr.) Eseli Simiyu, MP

Hon. John Mbadi, MP

Hon. Charles Kilonzo, MP

Hon. Mohamed Gabow, MP

IN ATTENDANCE

Mr. Edward Libendi - Clerk Assistant

Mr. James Ginono - Clerk Assistant

Mr. Nicodemus Odongo - Fiscal Analyst

Ms. Farida Ngasura - Hansard Reporter

Ms. Rose Mudibo - Public Relations Officer
MEs. Lilian Ekitela - Office Attendant

Ms. Betty Auma - Clerk’s Office

Mes. Linda Kiriinya - Researcher

MIN. NO./5C2/73/2011: - Adoption of Agenda

The Agenda of the Sitting was adopted by the Members present as follows;
(i) Preliminaries
(ii) Meeting with Grain Bulk Handlers
(iii) Any Other Business
(iv) Date of Next Sitting

MIN. NO./5C2/74/2011: - Preliminary

The Meeting was called to order by the Chairman at 1.45pm after which he explained
the mandate of the committee to the Grain Bulk Handlers management

MIN. NO./5C2/75/2011 - Meeting with Grain Bulk Handlers (GBHL)

The Committee was told the following;
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o That the GBH Company only handles grains for importers and it does not import
itself and that it has not handled maize imports in the last 2 years since the last
Japanese Aid Consignment.

+ That there was a predominant shortage of white maize both in the country and
internationally and what they were handling then was majorly wheat.

+ There has been rapid urbanization in the last 10 years thus causing consumption
rate to skyrocket

« That a big percentage of the Maize industry is controlled by cartels

« That there is lack of adequate grain reserves to cushion the country against acute
shortage of the staple and essential food

« That the cost of farm inputs is very expensive and not available to farmers.

« That there is need for a seed and fertilizer supplier in the country at subsidized
prices to cushion farmers and reduce their cost of production.

« That any serious country should have adequate strategic reserves of both oil and
the staple food

« That there should be strict management of production lines and Institutions like
National Cereals and Produce Board in order to ensure efficiency

« That liberalized markets should be governed by forces of demand and supply and
not price controls which have adverse effects

o That Most millers have shut down and reduced production due to lack of Maize

The meeting concluded as follows:

e That there should be sufficient Strategic reserves which should be well managed
and resources should be allocated to beef it up in order to help curb grain
shortages in the country

e That the Government should support farmers in irrigation process by protecting
water towers and water management and further to provide farm inputs at
subsidized prices.

e That the Government should revive the defunct National Milling Corporation
(which will help to regulate the industry and eliminate cartels as the corporation
will mill relief maize from strategic reserves for government to distribute to
schools and drought stricken areas)

MIN. NO./5C2/76/2011: - Adjournment

There being no other business and the time being fifteen minute past three O’clock the

Chairman adjourned the meeting.
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MINUTES OF THE 16™ SITTING OF THE PARLIAMENTARY SELECT COMMITTEE ON
COST OF LIVING (WITH KPRL) HELD ON SATURDAY, 4™ JUNE, 2011 IN the KPRL
BOARDROOM, MOMBASA AT 10.00AM.

PRESENT

Hon. Ababu Namwamba, MP - Chairman
Hon. Nkoidilla Ole Lankas, MP

Hon. Rachel Shebesh, MP

ABSENT WITH APOLOGY

Hon. Shakila Abdalla, MP - Vice-Chairperson
Hon. Martha Karua, MP

Hon. (Dr.) Joyce Laboso, MP

Hon. Elias Mbau, MP

Hon. (Dr.) Eseli Simiyu, MP

Hon. John Mbadi, MP

Hon. Charles Kilonzo, MP

Hon. Mohamed Gabow, MP

IN ATTENDANCE

Mr. Edward Libendi - Clerk Assistant

Mr. James Ginono - Clerk Assistant

Mr. Nicodemus Odongo - Fiscal Analyst

Ms. Farida Ngasura - Hansard Reporter

Ms. Rose Mudibo - Public Relations Officer
Ms. Lilian Ekitela - Office Attendant

Ms. Betty Auma - Clerk’s Office

Ms. Linda Kiriinya - Researcher

MIN. NO./5C2/70/2011: - Adoption of Agenda

The Agenda of the Sitting was adopted by the Members present as follows:
(i) Preliminaries
(ii) Meeting with KPRL
(iii) Any Other Business
(iv) Date of Next Sitting

MIN. NO./SC2/71/2011: - Preliminary

The Meeting was called to order by the Chairman at 10.05am after a word of prayer had
been said.
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The management of KPRL then presented to the Committee a paper detailing the
following:

a) That KPRL is a state corporation licensed by the ERC under the Energy Act and has
300 permanent and Pensionable staff.
b) That KPRL produces 38.9% of the national demand of Fuel
c) 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 is imported through the open tender system (OTS) which is
managed by the Ministry of Energy.
e) That difficulties experienced in the refinery’s Utilities include:
i. Power-reliance on national grid which has frequent power blackouts/power
failure.
ii. Water supplies disruption
iii. Large number of power upsets annually resulting in interruptions in product
supply in 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 low sulphur specifications in line with
international standards.
g) That Essar Ltd, the strategic partner has honored its obligations by putting in USD
3Million which is 50% of the amount required for modernization.
h) That Politics is affecting the refurbishment and development of the refinery
i) That the Government needs to be involved in the refinery’s improvement and to
put resources in its refurbishment and modernization.

The following Interventions measures were identified:

a) That there is need for changes in the commercial arrangement between KPRL and
oil marketing companies and that there are proposals for KPRL to import its own
crude oil for refining and further that there is need for market protection to make
KPRL remain afloat

b) That Investments should be made to improve KPRL performance in the medium
term by;

o Building a 9.2 mw captive power plant. Estimated to cost USD 13million.

o Civil works and Commissioning of fuel tanks should be done in December
2011.

o Completing and Commissioning a Desalination plant expected in mid 2012
which has a capacity of 1500 tons/day. Estimated to cost USD 1 million.

o Detailed feasibility study of the refinery modernization project should be
completed and commissioning is expected in mid 2015.

c) Thereis need for a jetty design that would facilitate simultaneous berthing of two
tankers and a high tech hydrocarbon jetty - Suitable to handle Crude Oil. Products
including LPG (Liquefied Petroleum Cas), inland depots, pipelines and strategic
reserves.
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d) Government to develop alternative sources of energy from Bio-fuels, wind and
Solar

The Committee was then taken on a tour of the refinery.

MIN. NO./5C2/72/2011: - Adjournment

There being no other business and the time being fifteen minutes past One O’clock the
Chairman adjourned the meeting.
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MINUTES OF THE 15™ SITTING OF THE PARLIAMENTARY SELECT COMMITTEE ON
COST OF LIVING (WITH KENYA TRANSPORT ASSOCIATION) HELD ON FRIDAY, 3RP
JUNE, 2011 AT THE CASTLE ROYAL HOTEL AT 1.30PM.

PRESENT

Hon. Ababu Namwamba, MP - Chairman
Hon. Nkoidilla Ole Lankas, MP

Hon. Rachel Shebesh, MP

ABSENT WITH APOLOGY

Hon. Shakila Abdalla, MP - Vice-Chairperson
Hon. Martha Karua, MP

Hon. (Dr.) Joyce Laboso, MP

Hon. Elias Mbau, MP

Hon. (Dr.) Eseli Simiyu, MP

Hon. John Mbadi, MP

Hon. Charles Kilonzo, MP

Hon. Mohamed Gabow, MP

IN ATTENDANCE

Mr. Edward Libendi 5 Clerk Assistant

Mr. James Ginono - Clerk Assistant

Mr. Nicodemus Odongo - Fiscal Analyst

MEs. Farida Ngasura - Hansard Reporter

Ms. Rose Mudibo - Public Relations Officer
Mes. Lilian Ekitela - Office Attendant

Ms. Betty Auma - Clerk’s Office

Ms. Linda Kiriinya - Researcher

MIN. NO./5sC2/66/2011: - Adoption of Agenda

The Agenda of the Sitting was adopted by the Members present as follows;
(i) Preliminaries
(i) Meeting with Kenya Transporters Association

MIN. NO./5C2/67/2011: - Preliminary

The Chairman of KTA welcomed the committee to Mombasa and informed the
committee that there were serious challenges facing the transport industry and the
general high cost of living had put a lot of transporters out of business due to high cost of
fuel.
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MIN. NO./5C2/68/2011:- Meeting with Kenya Transporters Association

The Chairman called the meeting to order at 1.45pm after saying a word of prayer and
introducing the Committee Members. He thereafter informed the participants the role of
the committee and the work that the committee had done thus far. The committee
sought to know the situation in the transport industry since it is one that is majorly
dependent on fuel whose cost had increased in the country significantly. The committee
also sought to know how transport costs affected the cost of food. The following were
the views given to the committee;

a) That the association has over 380 members.

b) That 96% of all cargo coming at the port is transported by road and only 4% by
rail. Almost all goods in this country are transported by road even what needs to
go by rail.

¢) KTA serves not only Kenya but the region. 60% of transit cargo goes to Uganda
and when road expansion is complete they would also be serving Ethiopia.

d) The average retail price of diesel in January was Ksh.73, by February it was Ksh.
88 and currently (June) it is Ksh.110/= all this in a span of 5 months. These prices
have caused transporters to go out of business as they cannot pass all this cost to
customers.

e) That banks were also affected because of loan defaults. Banks have been forced to
repossess trucks and transit vehicles and also financing to buy transport vehicles
had been halted because the industry was doing badly.

f) Transporters were now laying off tan-boys and considering that each transporter
had an average fleet of 100 trucks, the total laid off was very large. That turn-boys
were always the first casualties, then mechanics and ultimately the drivers when
transport is stopped.

g) That drivers make the fuel situation worse by siphoning fuel out of the vehicles
and sell on the way and then driving on free gear and that is why there was an
increase in road accidents caused by careless driving.

h) That overloading was also a big problem because the transporters were allowed
to load up to 60,000 to 100,000 tonnes while the allowed maximum is 28.000
tones and this is what has contributed to depletion of the roads.

i) 60% of the fees for transporting goods goes to fuel and yet transport prices have
remained relatively the same even as commodity prices go up.

j) That the KRA, have a good clearing system (Simba) but staff seem to sabotage the
process causing people to incur high overhead costs, e.g. demmurage which add
to the cost of goods. Simba system is an electronic way of lodging entries where
there is no human and paper interaction; it is a way of paying for tax which can
take a day. But the KRA can make the process hard. In the first 2 weeks of June.
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Simba system at the port had been down 80% of the time resulting in massive
losses. This financial loss is passed on to the hapless Kenyans. That more often, the
Simba system which is an integrated system from Times towers fails at the gate
which is the last level at the port which makes clearance of cargo manual thus
facilitating corruption and unethical behavior like clearance of contra band goods,
tax evasion and bribery, etc.

k) That KRA has regulations made pursuant to Cap 472 (Customs and Excise Act)
which prohibit transit trucks from carrying any cargo on their way back from
delivering cargo abroad thus resulting in the wastage of fuel and man power
which additional cost is passed on to the customer.

l) That there is big problem of lack of adequate storage and warehousing facilities at
the port and that despite efforts by KTA to have the matter resolved by meeting
with industry stakeholders and the Ministry of Transport, there have been no
results.

m) That the refinery was exceptionally inefficient and adds to cost of fuel.

n) That the Cost of fuel to revenue in Kenya is 52%, in SA it is 26%, internationally
it is 22-25%. Direct cost is 68% which is too high compared to other countries.

o) The 4 major oil companies are controlling the sector and are exploiting Kenyans.
They cause most of the problems in the oil industry. In addition, when fuel prices
come down internationally no one bothers to know why the Kenyan prices
remain high.

Upon deliberations the following recommendations were agreed on:

a) That the government should instead of building another port in Lamu, first of all
make the Mombasa port more efficient to attract business.

b) That Corruption especially at weighbridges is a big thing and if this could be
stopped, then roads would last a bit longer and the cost of transportation would
be manageable.

¢) That government should build a dual carriage way between Mombasa and
Malaba to allow for faster and safer transportation of cargo and also invest in the
standard gauge railway line between the two destinations to reduce cargo from
the roads.

d) Inefficiencies of government agencies in handling logistics at the port and clearing
of goods are very costly and if systems would work and be more efficient, this
would save the consumer more than 30% on cost.

e) That Parliament should amend the law that requires trucks carrying transit cargo
not to carry any goods while coming back to Kenya thus resulting in high
transport costs as transporters have to compensate for the fuel utilized by trucks
when they are not carrying any cargo.
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MIN. NO./5C2/69/2011: - Adjournment

There being no other business and the time being thirty minutes past three O’clock the
Chairman adjourned the meeting.
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MINUTES OF THE 14T SITTING OF THE PARLIAMENTARY SELECT COMMITTEE ON
COST OF LIVING HELD ON FRIDAY, 3% JUNE, 2011 AT MOMBASA MILLERS BOARD
ROOM, AT 10.00AM.
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PRESENT

Hon. Ababu Namwamba, MP - Chairman
Hon. Nkoidilla Ole Lankas, MP

Hon. Rachel Shebesh, MP

ABSENT WITH APOLOGY

Hon. Shakila Abdalla, MP - Vice-Chairperson
Hon. John Mbadi, MP

Hon. Elias Mbau, MP

Hon. Martha Karua, MP

Hon. Charles Kilonzo, MP

Hon. (Dr.) Joyce Laboso, MP

Hon. (Dr.) Eseli Simiyu, MP

Hon. Mohamed Gabow, MP

IN ATTENDANCE

Mr. Edward Libendi - Clerk Assistant

Mr. James Ginono - Clerk Assistant

Mr. Nicodemus Odongo - Fiscal Analyst

Ms. Farida Ngasura - Hansard Reporter

Ms. Rose Mudibo - Public Relations Officer
Mes. Lilian Ekitela - Office Attendant

Ms. Betty Auma - Clerk’s Office

Ms. Linda Kiriinya - Researcher

MIN. NO./5C2/62/2011: - Adoption of Agenda

The Agenda of the Sitting was adopted by the Members present as follows;
(i) Preliminaries
(ii) Meeting with Mombasa Millers

MIN. NO./5C2/63/2011: - Preliminary

The Director welcomed the committee to Mombasa Millers and informed the committee
that there was a looming crisis in the industry. He also said that there was need for
government to import maize and also for NCPB to release some maize to millers to avert
the shortage;

MIN. NO./5C2/64/2011: - Meeting with Mombasa Millers
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The Chairman called the meeting to order at 10.40am. The Chairman did the
introductions and led in prayer. Thereafter members were informed the role of the
committee: and so far what the committee has been up-to until now. The committee
sought to know the situation at Mombasa Millers especially being one of the big players
in the milling industry. The following are the views given to the committee;

a) That a 2Kg tin of maize is Ksh.105/= while a packet of unga (2kg) is selling at
Ksh.114/=

b) Mombasa millers have a big market share of about 10% in the country and at the
moment was operating below capacity (30%) because of the maize shortage in
the country. That if urgent action is not taken, the country would have no unga
very soon.

¢) That the Director is also a director of NCPB since there are heads of millers who
sit in the board. They are in constant touch with NCPB in terms of knowing the
situation on the ground

d) That Tanzania always has crop harvest in June and July season and has always
helped Kenyan deficit over the years but this time they closed their borders
because they had no enough maize to export so now millers are depending on the
little maize that is trickling in from Dodoma.

e) Without the shortage, milling is done of up to 30,000 bags a month.

f) That the millers were not receiving any maize coming from farmers. A bag of
maize in Mombasa is selling at Ksh.3600 so it would be impossible for farmers to
still be holding maize

g) That the expected harvest would be low 1.5million to 2million bags.

h) That the country’s consumption has been increasing and is now at 3.5 to 4million
bags a month up from 2.5million bags before. Also we have a lot of foreigners.

i) That they only have 2days worth of stock. The milling is done as the little maize
keeps trickling in and that is what they are selling in the market. This has been the
situation since January.

j) That they had written to all relevant ministries including special programs and
there has been no response yet.

k) That Kenyans in urban and peri urban areas are yet to realize that there is a
shortage because they buy from supermarkets who are always the first to be
supplied so they will always have some flour on the shelves. Meanwhile the small
scale millers and posho mills are even shutting down because of lack of maize to
mill. :

I) They laid a paper on the prices from January to now. Price of unga has gone up
by 100% and price of maize has gone up 105% and this has not factored in fuel
and electricity cost.

m) Prices have been stable for five years but the problems started in 2008. NCPB
started depleted n 2008and government allowed imports they brought down
prices a little

n) There is need for drastic measures to avert crisis. poor planning, and forecasting
on the part of government has played a big role in the looming crisis.
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_

o) That the maize shortage is affecting livestock feeds because maize is a raw
material, therefore the problem is very extensive.

Upon deliberations the committee made the following recommendations

a) That government should consider importing maize to cover the present shortage.
There is maize in Malawi and Zambia but the shipping logistics are difficult. There
is sufficient maize in South Africa, but the government has to make decision on
whether they would import GMO maize.

b) Check the yield of farmers how they can produce more per acre. To move from
10 bags to 30 bags an acre.

¢) Farmer education through extension officers on farming methods, drying to avoid
loss in post harvest - yield is very critical

d) That there should be better interaction between Ministry of Agric and Millers. All
food sector - trustees should engage with industry players. Farmers, millers,
consumer, Ministry of Finance, Agriculture, and Special Programs to be able to
address the pertinent issues in the agriculture sector.

e) Boarding Schools are facing a food shortage and government should provide
subsidized maize to schools through NCPB at 1800 since this is how the boards
had budgeted. Now maize prices have doubled and there is no way they can add
tuition fees.

f) Production in the country needs to be significantly increased to match the ever
increasing consumption rate due to population rise.

g) The fuel cost per kg is 2shilling so fuel is not the major cost driver, its the maize
itself. The cost of inputs should therefore be subsidized and made available to
farmers in order to reduce the price of the final output.

MIN. NO./5C2/65/2011: - Adjournment

There being no other business and the time being forty five minutes past twelve O’clock
the Chairman adjourned the meeting.
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MINUTES OF THE 13™ SITTING OF THE PARLIAMENTARY SELECT COMMITTEE ON COST
. OF LIVING HELD ON THURSDAY, 2N° JUNE, 2011 IN THE COMMISSION ROOM, COUNTY
. HALL AT 1.30 PM.

f

PRESENT

Hon. Ababu Namwamba, MP -
Hon. Shakila Abdalla, MP
Hon. Rachel Shebesh, MP
Hon. Martha Karua, MP

Hon. John Mbadi, MP

Hon. Nkoidila Ole Lankas, MP
Hon. Dr Eseli Simiyu, MP
Hon. Elias Mbau, MP

Hon. Charles Kilonzo, MP
Hon. (Dr.) Joyce Laboso, MP
Hon. Mohamed Gabow, MP

IN ATTENDANCE
Mr. Edward Libendi -
Mr. James Ginono -
Mr. Nicodemus Odongo -
Mes. Farida Ngasura -
Ms. Rose Mudibo

Chairman

Vice-Chairperson

Clerk Assistant

Clerk Assistant

Fiscal Analyst

Hansard Reporter
Public Relations Officer

Office Attendant
Researcher

Ms. Purity Nkari -
Mes. Linda Kiriinya -

MIN. NO./SC2/57/2011: - Adoption of Agenda
The Agenda of the Sitting was adopted by the Members present as follows:
(i) Preliminary
(i) Meeting with Institute of Economic Affairs
(iii) Meeting with Consumer Federation of Kenya
(iv) Any Other Business '
(v) Date of Next Sitting

MIN. NO./5C2/58/2011: I Preliminary

The chairman briefed the IEA and COFEK on the committee mandate and asked them to tell
the committee what they would want the government to do in view of the current cost of
living.

MIN. NO./5C2/59/2011:

Meeting with Institute of Economic Affairs

The Committee heard: THAT
a) The main drivers on the cost of living are oil and food prices. The government should
therefore confine itself to factors that are within the control of the country
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b) The Kenyan Pipeline is very old and too small to meet the country’s demand and its

neighbors. )
c) Existence of cartels in oil need to be investigated since they would be dangerous to

both the poor and rich people
d) Strategic Reserves must be maintained, but fixing prices will only benefit the big traders

rather than small ones.
e) The need to prioritize goals that should inform agriculture and energy sectors is

required.
Proposed Recommendations; THAT

* The Government to Introduce electric trains which uses thermal power which is cheaper
than hydro power

* The Government to import Maize to close the gap existing to avoid the looming food
crisis.

MIN. NO./5C2/60/2011: - Meeting with Consumer Federation of Kenya

The Committee heard THAT

e The biggest challenge of food security in Kenya is water. Extension workers in the
ministry of agriculture are absent at the grass root. Something needs to be done to
revitalize agriculture.

e Biogas is underdeveloped in Kenya thus a lot of pressure is on petroleum

e Cofek has sued the government on the high cost of living.

e That NOCK cannot stabilize prices when it has only 7% presence in the market? So
NOCK must have presence in Kenya.

* Many issues in the current cost of living are governance issues e.g people in government
are developers of real property so they can't even support a government housing

policy.

MIN. NO./5C2/61/2011: - Adjournment

There being no any other business and the time being Twenty five minutes past Two O'clock
the Chair adjourned the Sitting.

SIGNATURE....... {m
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MINUTES OF THE 12™ SITTING OF THE PARLIAMENTARY SELECT COMMITTEE ON COST
OF LIVING HELD ON THURSDAY, 2~° JUNE, 2011 IN THE COMMISSION ROOM, COUNTY
HALL AT 9.30 AM.
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PRESENT
Hon. Ababu Namwamba, MP - Chairman
Hon. Shakila Abdalla, MP - Vice-Chairperson

Hon. Rachel Shebesh, MP
Hon. Martha Karua, MP

Hon. John Mbadi, MP

Hon. Nkoidila Ole Lankas, MP
Hon. Dr Eseli Simiyu, MP
Hon. Elias Mbau, MP

Hon. Charles Kilonzo, MP
Hon. (Dr.) Joyce Laboso, MP
Hon. Mohamed Gabow, MP

IN ATTENDANCE

Mr. Edward Libendi - Clerk Assistant

Mr. James Ginono - Clerk Assistant

Mr. Nicodemus Odongo - Fiscal Analyst

Ms. Farida Ngasura - Hansard Reporter

Mr. Eric Ogollo - Public Relations Officer
Mes. Purity Nkari - Office Attendant

Mes. Linda Kiriinya - Researcher

MIN. NO./SC2/52/2011: - Adoption of Agenda

The Agenda of the Sitting was adopted by the Members present as follows;
(i) Preliminary
(ii) Meeting Central Bank Governor
(iii) Meeting Kenya Revenue Authority
(iv) Any Other Business
(v) Date of Next Sitting

MIN. NO./5C2/53/2011: - Preliminary

Chairman explained the mandate of the committee as to investigate the causes of high cost of
living. He reiterated that the committee has held sittings with a number of bodies including
those in the oil industry and maize sector.

He further explained that the reasons of meeting CBK and KRA was to address issues to do
with monetary policies and taxation policies which could be affecting the cost of living and
their implications on the economy. The committee sought recommendations from these two
bodies on the way forward as well as Cost cutting measures that may help parliament in trying
to help the public on cost of living.

MIN. NO./5C2/54/2011: - Meeting Central Bank Governor
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The Committee sought clarifications on the following issues;

1. How can the taxes benefit Kenyans and how quickly can the tax measures expectéd
in the oil sector be effected? .

2. How does the government deal with cartels in the maize sector?

3. Where is CBK and KRA in planning concerning the climate change and preparedness?

Is there a disconnect between the two.
. What is the effect of depreciating Kenya shilling against the major World Currencies?
. In depth information on why the inflation is on steady increase beyond 5% and how
this can be managed

6. What are the tax measures that the KRA could propose to help manage the cost of
living .

7. What are they doing to address the fear of excess liquidity in the economy- explain

8. Expressed concerns with short term solutions suggested by CBK, e.g. importation of
maize to stabilize the market.

9. Why the banking sector in Kenya is not helping the citizens to borrow.

10. What KRA i5 doing 1o curd tax evasion and (o encourage compliance as there aie
loopholes which needs to be tightened

11.What is government doing to reduce the huge amounts of expenditure of public
funds e.g. travelling a lot on first class and spending too much on non essentials
services

12. Collection of taxes are not proportional in all sectors e.g. oil is taxed too much
while real estate is not adequately taxed

13. What is government doing about the rapid population growth and consumption
rate in the country

14. What is the advise to the government now that it is not known when the problem
in the Middle East and North Africa end

15. How does the growth in economy impact on the lives of Kenyans

16. What is government doing about infrastructural imbalance? The Equalization fund
could help sort out the infrastructure imbalance.

17. What are Government priorities in terms of spending

18. Why is there poor absorption rates, many ministries returning money to treasury
due to institutional failures e.g. kazi kwa vijana.

19.1s there a political problems affecting development in Kenya and Where can
government get the money to finance some of the safety nets being announced by
the government?(e.g. fees waivers, kerosene & diesel,

wn A

Responses from CBK Governor; THAT

a)

b)

c)
d)

Economic growth has indicated a strong recovery. Growth was felt partly due to good
performance in agriculture. Financial growth also remained strong

Financial access-it is important that people participate in the financial sector. Credit was
going to productive sector-this is good since it is sustainable.

The issue of liquidity monetary policy is about managing liquidity

The current inflation is due to sharp price increase in oil and food. The international
market price increase is the major cause of the oil prices-oil price shocks affects the cost
of production and hitting production downwards.

CBK is happy that the production sector is confident.

Policies that ring fences the inflation impact is urgently required.
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g)

h)

k)

The inflation is computed by KNBS using a basket of identified goods and a nearer base
2001 as opposed to 1997. The current basket has taken care of consumer changes
overtime.

The CBK provides an explanation to the M.O.F when the inflation deviates from the
target by 2% on either side

Transport inflation index rose in may 2011 mainly due to continued increase in the cost
of fuel---people who announce the price increase beforehand cause others to react by
hoarding to benefit when prices increase—they should be reprimanded if they are not
the ones expected to announce such issues because they are causing panic.

Any policy to tame inflation must therefore dwell on food and non alcoholic
beverages, transport and housing, water, electricity, gas and other fuel. Endorsing a
tight stance so that inflation expectations are tamed and exchange rate stability
enhanced.

Tightening money supply is expected to ensure that once the supply of oil stabilizes
then the prices comes down. The expected impact will however not be achieved if the
money supply is not checked.

The Committee made the following recommendations

A. That there should be Oil reserves in the country.

B. That there should be Domestic supply buffers; which should be separate from the
strategic reserves.

C. That Incentive for food prices should be based on market prices and further that the
government should establish institutions that will buy surplus commodities from
Farmers.

D. That Monetary policy should not be used to fix prices as it has limitations on
controlling inflation.

MIN. NO./SC2/55/2011: - Meeting Kenya Revenue Authority

The committee was informed as follows; THAT

1

Certain direct taxes have impacts on inflation e.g. excise taxes. But where there has
been no change in tax rates then the argument that taxes in fuel is causing inflation is
not true. Tax rate has remained the same overtime, thus taxes have not contributed to
price increase in Oil.

Kenya must be careful when trying to reduce the taxes; since 85% of Kenya's budget is
financed through taxation. Donor support cover around 3-5% while our neighbours
get almost 50% of budgetary donor support. Reducing taxes means also reducing on
certain government expenditure.

. The danger of eliminating tax on paraffin may result in adulterating other costly oil

products to make more profit. There is also the fear of selling at higher prices outside
the country

Price controls distort the market therefore supply and demand should be allowed to set
the market prices.

If all constitutional officers’ holders were to pay taxes then Treasury will get an

additional kshs.670million. if MPs paying taxes will go a long way to send the message
to the citizens that they should also comply with tax laws.

(OS]
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Kenya has the highest tax effort between 22-24%, compared to Uganda 11%, Rwanda

6.

17% ,

7. In real property industry, there are taxes and governing laws but the only problem is
enforcement and compliance.

8. The problem of oil is supply constrains, not taxes

9. The issues of piracy are responsible for high cost of oil through transportation and
insurance expenses.

Responses :

* Money should be provided for safety nets: increase in taxation or reduction in public
expenditure

+ Taxation of constitutional office holders will send a good signal to the economy and
may help bolsters compliance. Compliance is the easiest way to collect taxes.

* KRA is using taxpayer education to encourage people to pay taxes. Kenya has joined
OECD to get information on Kenyans who are saving money outside the country and
act paying taxes.

* Monetary policy by CBK is to supply the money consistent with the economic activity
in the country

e The current problems are supply side constraints. Rules of the game must be enforced
by institutions.

* Population growth—urbanization is a major solution and the Increase in the middle
class is a good phenomenon for the economy as they vyield taxes and wealth to the
economy. In Kenya it now stands at 49%.

* The committee should recommend that a law should be enacted explaining how the oil
reserve will work and clearly define the role of every actor.

MIN. NO./5C2/56/2011: - Adjournment

There being no other business and the time being fifteen minute past One O'clock the
Chairman adjourned the meeting.
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MINUTES OF THE 11™ SITTING OF THE PARLIAMENTARY SELECT COMMITTEE ON
COST OF LIVING HELD ON MONDAY, 30™ MAY, 2011 IN AHERO TOWNSHIP AT
4.10 PM.
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PRESENT

Hon. Ababu Namwamba, MP - Chairman
Hon. Rachel Shebesh, MP

Hon. John Mbadi, MP

ABSENT WITH APOLOGY

Hon. Shakila Abdalla, MP - Vice-Chairperson
Hon. Elias Mbau, MP

Hon. Martha Karua, MP

Hon. Charles Kilonzo, MP

Hon. (Dr.) Joyce Laboso, MP

Hon. Nkoidilla Ole Lankas, MP

Hon. (Dr.) Eseli Simiyu, MP

Hon. Mohamed Gabow, MP

IN ATTENDANCE

Mr. Edward Libendi - Clerk Assistant

Mr. James Ginono - Clerk Assistant

Mr. Nicodemus Odongo - Fiscal Analyst

Mes. Farida Ngasura - Hansard Reporter

Mr. Eric Ogollo - Public Relations Officer
Mes. Purity Nkari - Office Attendant

Mes. Linda Kiriinya - Researcher

MIN. NO./5C2/48/2011: - Adoption of Agenda

The Agenda of the Sitting was adopted by the Members present as follows:
(i) Preliminaries
(ii) Public Hearing in in Ahero

MIN. NO./5C2/49/2011: - . Preliminary

The Committee was welcomed in the Ahero Township by the District Commissioner at
4.15 pm, and the public was informed of the Mandate of the Committee further invited
to give their views.

MIN. NO./SC2/50/2011: - Public Hearing in Ahero




The members of the Public informed the Committee that the prices of basic commodities
are caused by poor government policies and they offered the following
recommendations;
v" That the government should facilitate importation of maize
v’ That the government should bring experts in the field who will investigate
prices and implement regulation of prices(price control Regulation
Commission)
v" The government to shield the aged people and give them food and welfare
upkeep
v The government to consider removing tuition money for school going
children to help remove the parents;
v The government should give subsides to rice farmers and help support them
in input purchase

>

v" The issue of food needs very serious attention to avoid total collapse of
food system in a month’s time.

v" The government should give its citizens maize seeds to avoid shortage

v" Government should reduce corruption which is injuring Kenyans

v Government to provide employment to the

v" Government should give subsidies to rice farmers

v" lIrrigation boards charging farmers 3500/- acre and rice sold to government
at low prices. Water need to be pumped to Siany Board to expand rice
production since the area has capacity.

v" There is going to be a total crop failure. What is the government doing to

ensure that food Security.
v" The Government should put up a warehouse to store rice when there is a
bumper harvest to losses to farmers.
v" Government should start/extend school feeding programme to help children
in school, to avoid mass drop outs.
Government to help in paying of tuition fees
Sugar industry privatization taking too long and prices keep on varying.
Government to privatise and keep prices standard
v Regulation of seeds. Government to put up seed shops in other parts of the
country
v" lIrrigation field policy. The rice fields should be used to plant other crops a
head of the next planting season for rice. This will avoid the lands lying idle
Government should ensure that only tangible projects for the constituency
CDF bursary is abused. The monies should better be channeled through
schools who know the needy students
v" Government to train women and youth on the best ways to use women
and youth fund to avoid misuse
Need for subsidization of inputs to farmers such as fertilizers, rice seeds.
Inadequate market for rice once farmers produce it. Government should
ensure that farmers get adequate market
v" lLack of title deeds is hindering farmers from taking bank loans. Title deed:s
should be issued immediately

AN
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v Lack of coordination in government thus causing confusion to the public on
issues e.g. food and oil prices.

v Land subdivision leading to poor agricultural practices and low yields.

v Generators should be given to farmers to grow vegetables, tomatoes, and
other crops such as maize

v No medicine in government hospital thus private hospitals are exploiting
Kenyans who are poor.

MIN. NO./5C2/51/2011: - Adjournment
There being no other business and the time being 5ix O'clock, the Chairman adjourned
the meeting.
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_ MINUTES OF THE 10™ MEETING OF THE PARLIAMENTARY SELECT COMMITTEE ON
COST OF LIVING HELD ON SATURDAY, 28™ MAY, 2011 IN THE KENYA SEED HEAD
"QUARTER AT 12.30 PM.
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Chairman

Vice-Chairperson

Clerk Assistant
Clerk Assistant
Budget Office
Researcher

Adoption of Agenda

The Agenda of the Sitting was adopted by the Members present as follows:
(i)  Preliminaries
(i) Meeting with Seed Ltd

MIN.

NO./SC2/45/2011: -

Preliminary

li-*roductions were made by the Chair and Deputy MD Kenya Seed who welcomed the
committee in the forum. The chairperson explained the mandate of the Committee; and

MIN.

NO./5C2/46/2011: -

Meeting with Kenya Seeds Ltd

The Cormmittee sought to know the following from Kenya Seeds;

;s)
o)
c)

d)

\/hether the country has enough seeds

\What does Kenya Seed feel about GMO’s
ls Kenya seed prepared for developing seeds which are prepared for disaster

management

V/hat is the problem that contribute to the lack of Seeds in the Country and
whether Kenya Seed is timely in providing seeds to farmers
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e) Are farmers given the correct seeds and how do they determine what kind of
seeds should be given to farmers

f) What are the challenges faced by Kenya seeds.

g) How easy is it to distribute seeds; can the revival of Kenya Farmers Association
help to facilitate and improve farmer productivity

h) How is Kenya seeds financed

i) |s maize farming growing in Kenya expanding or shrinking

The Following paper was laid; report of maize seed production in Kenya.

The Committee was informed as follows; THAT

) The company did not have enough seeds this year

b) The government sets the prices for the corporation while the other entities in the
market set their own prices; the government price has been on the decline

) Over 70% of the productions is meant for the highlands:

d) That they produce parental seeds which are given to contractual growers who
multiply it then return to Kenya seed for production and the company only
produces around 10% of the total produced and supplied in the company

e) The reducing area for production; Maize needs 200 meters of separation; Land
division is a major challenge;

) ADC is a contracted grower and they do 10,800 acres,

') That maize was bought by Traders/ speculators and kept in stores.

") That the shortage of seeds was there this year; and it will affect the production of
farmers as they supplied around 15% shortfall in the planting season; the small
farmers who were many missed their stock because large scale farmers had
purchased all the seeds before the beginning of the planting Season

) Kenya Seeds is cooperating with Smit Itd (Mexico) to develop a drought tolerant
maize which is non- GMO and the project is about to release the product;

They only interact with contracted growers; they have a publist programme and a
(ol free line and am SMS system which helps farmers to contact the organization
for advice ;

Rec »mmendations

1) That the pricing mechanisms be streamlined;

) That there is need for a strategic seed reserve in the Country

¢) Kenya Seed had a Poor planning-strategic plan by the Management who
racommended to the Board to cut down on seed production in the last 3 years:

d) That the Meteorological department has not given accurate weather forecast in
tne last 3years.

-} There is need for government to facilitate farmers in the highlands to do irrigation
for them to plant two seasons

{) That the Corporation requires 3,000 extra acres of land for domestic use and
15.000 acres for general use so the Ministry of Agriculture should give authority to
tne Corporation to purchase Gatatha Farm which is 1,800 acres.
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g) That the Government to invest on a pool of machinery to be used by farmers and
further develop the elite groups who will take advantage of the nitrogen flash
during the planting season

h) To assist farmers we should target the parental principles(ingredients that increase
the cost of production)

MIN. NO./5C2/47/2011: - Adjournment
There being no other business the Meeting Adjourned at 2.45pm

SIGNATUREC oo e AR\ =

.........................................

.
J




MINUTES OF THE 9™ SITTING OF THE PARLIAMENTARY SELECT COMMITTEE ON
COST OF LIVING HELD ON MONDAY, 30™ MAY, 2011 IN THE KISUMU SOCIAL HALL
AT 12.30 PM.

PRESENT

Hon. Ababu Namwamba, MP
Hon. John Mbadi, MP

Hon. Rachel Shebesh, MP

Chairman

ABSENT WITH APOLOGY
Hon. Shakila Abdalla, MP
Hon. Elias Mbau, MP

Hon. Nkoidilla Ole Lankas, MP
Hon. Martha Karua, MP

Hon. Charles Kilonzo, MP
Hon. (Dr.) Joyce Laboso, MP
Hon. (Dr.) Eseli Simiyu, MP
Hon. Mohamed Gabow, MP

Vice-Chairperson

IN ATTENDANCE

Mr. Edward Libendi - Clerk Assistant

Mr. James Ginono - Clerk Assistant

Mr. Nicodemus Odongo - Fiscal Analyst

Ms. Farida Ngasura - Hansard Reporter

Mr. Eric Ogollo - Public Relations Officer
Mes. Purity Nkari - Office Attendant

M. Linda Kiriinya - Researcher

MIN. NO./$C2/40/2011: - Adoption of Agenda

The Agenda of the Sitting was adopted by the Members present as follows;
(i) Preliminaries
(i) Public Hearing in Kisumu Social Hall

MIN. NO./5C2/41/2011: - Preliminary

The Provincial Commissioner Nyanza welcomed the committee to Kisumu County and
informed the committee that the people of Kisumu were burdened by the cost of
essential foods. He also talked about the plight of the fishermen and the problem of
hyacinth in the lake. Also the committee was reminded of the issue of Migingo and
Ugingo with our Uganda neighbors;




The Chairman informed the members of the public about the nature and role of the
committee; and what the committee has been undertaking including the reasons of

inviting them to the meeting;

MIN. NO./SC2/42/2011:  -Public Hearings in Kisumu Municipal Social Hall

a)

b)

J)

The Committee asked the Public to propose short term measures and long term
measures; what does the public expect done; that the committee’s objectives is to
hear the opinion of the people;

That Members of Parliament to cut off their salaries as they were paid too much
without paying taxes. That MPs need to donate maize to their constituents
Poverty has caused high rate of divorce and suicide and prostitution cases and
cases of school drop outs

That government reduces prices of essential foods for a short while only to later
increase them significantly

That the problem of hyacinth has denied the locals in Kisumu a source of living
The rate of HIV/AIDs in Nyanza is high and trend will continue because of high
prostitution in the area. The HIV infected people also do not take ARVs as they
cannot afford good food to accompany the drugs

That the cost of transport and essential commodities are high

That Kisumu town is controlled by 20 families who exploit the locals. Minimum
wage for workers is too low and the ministry of labour has not intervened

That cotton production was destroyed in Nyanza to deny the locals from having a

cash crop
That taxes are very high and that small scale traders feel exploited by this.

Upon deliberations the committee made the following recommendations

a)
b)
c)
d)
e)

f)
g)

That Government funds should be made available to the locals without such
stringent measures. ‘

That government should build infrastructure to enable food reach arid areas

That Government should provide farmers with seeds and other farm inputs.

That government should put in place alternative measures like irrigation as there is
no consistent rainfall in the country

That government should be able to prioritize needs of the people e.g. instead of

giving nets people should be given food
That Government should address the issue of IDPs in Kisumu and resettle them.
That Government should re-introduce extension officers to educate farmers of

farming methods



h) That National Milling Corporation should be revived to protect consumers from
exploitation by private millers

MIN. NO./5C2/43/2011: - Adjournment

There being no other business and the time being five minutes past three O’clock the
Chairman adjourned the meeting.
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MINUTES OF THE 8™ SITTING OF THE PARLIAMENTARY SELECT COMMITTEE ON
COST OF LIVING HELD ON SATURDAY, 28™ MAY, 2011 AT KITALE TOWN HALL AT
* 1.30 PM.

PRESENT

Hon. Ababu Namwamba, MP - Chairman
Hon. John Mbadi, MP

Hon. Rachel Shebesh, MP

ABSENT WITH APOLOGY

Hon. Shakila Abdalla, MP - Vice-Chairperson
Hon. Elias Mbau, MP

Hon. Nkoidilla Ole Lankas, MP

Hon. Martha Karua, MP

Hon. Charles Kilonzo, MP

Hon. (Dr.) Joyce Laboso, MP

Hon. (Dr.) Eseli Simiyu, MP

Hon. Mohamed Gabow, MP

IN ATTENDANCE

Mr. Edward Libendi - Clerk Assistant

Mr. James Ginono - Clerk Assistant

Mr. Nicodemus Odongo - Fiscal Analyst

M. Farida Ngasura - Hansard Reporter

Mr. Eric Ogollo - Public Relations Officer
Mes. Purity Nkari - Office Attendant

Mes. Linda Kiriinya - Researcher

MIN. NO./5C2/36/2011: - Adoption of Agenda

The Agenda of the Sitting was adopted by the Members present as follows;
(i) Preliminaries
(i) Public Hearing in Kltale Town Hall

MIN. NO./SC2/37/2011: - Preliminary

The mayor and the Deputy Mayor welcomed the committee to Trans-Nzoia County and
informed the committee that the price of fertilizer is high and generally the cost of living
has gone up significantly;

The Chairman informed the members of the public about the nature and role of the
committee: and what the committee has been undertaking including the reasons of
inviting them to the meeting;
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MIN. NO./SC2/38/2011: - Public Hearings in Kitale town Hall
The Committee asked the Public to propose short term measures and long term
measures; what does the public expect done; that the committee’s objectives is to hear

the opinion of the people;

The Minister of Agriculture doesn’t know what is happening; that 15% of farmers used
seeds which are not genuine; that there is a poor strategic planning in the Kenya Seed;

The Committee was informed that;

a) Farmers planted earlier but there is no fertilizer and NCPB has not released the
fertilizers despite the fact that they paid for it

b) Increased number of disabled people in town due to high cost of living; what
are the policies to protect the disabled people against hardships;

C) Extension officers are not working and are nort carrying out their mandate or
advising farmers

d) NCPB no longer have buying centre — small scale farmers cannot afford to
transport maize to the NCPB Stores.

e) There are cartels from the ministry to parliament: Cartels in the NCPB are
colluding with middlemen who are buying from farmers at lower prices then
selling back to the NCPB; they have strict conditions for buying maize from
small scale farmers while they buy from cartel groups the same maize

f) People have land but cannot qualify for loans because they do not have title
deeds

g) Paraffin is very expensive yet it is the most commonly used source of fuel

h) Insecurity is rampant due to poverty causing rise in crime and expansion of
slum dwellers

i) Equity bank is practicing discrimination when disbursing loans to small farmers
by favoring one Community

j) Leaders are using planes and helicopters when travelling around the country
while people are starving

k) Fertilizer and other farm inputs -are expensive and not easily available to
farmers

[) Ministry of Special Programme is full of corruption and files are disappearing
for post election victims to ensure people don’t get justice

m) Poor leadership and corruption at Kitale County Council in the tendering
system which never benefit the locals

n) Poor road network:; no accountability from people commissioned to develop
infrastructure in the area



_._‘

o) Asians are exploiting the common people; For instance, P.H. Turner buys
fertilizer from the NCPB, re-packages it and sells to farmers expensively; MEA
Ltd is also doing the same thing:

p) Lack of a land policy and sub division of land is affecting food production

Upon deliberations the committee made the following recommendations

a) That the Government should be able to regulate the price of essential
commodities.

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

) There is need to establish a Factory to manufacture Fertilizers and manure locally

d) There needs to be communication and inclusion of stakeholders in government
decisions

e) Re-introduce buying centres for NCPB to collect harvest from farmers at the farms

f) NCPB should offer post harvest services to farmers even at a cost e.g. drying of
grain.

g) Government should intervene to protect farmers from cartels in the industry
including sugar industry.

h) The land policy should be implemented

MIN. NO./5C2/39/2011: - Adjournment
There being no other business and the time being six O’clock the Chairman adjourned
the meeting.

SIGNATURE. .o N w“f .......




MINUTES OF THE 7™ SITTING OF THE PARLIAMENTARY SELECT COMMITTEE ON
COST OF LIVING HELD ON FRIDAY, 27™ MAY, 2011, IN THE BOARDROOM AT
UNGA MILLERS LIMITED, BRANCH, AT 4.00 P.M.

f

PRESENT

Hon. Ababu Namwamba, MP - Chairman
Hon. Rachel Shebesh, MP

Hon. John Mbadi, MP

ABSENT WITH APOLOGY

Hon. Shakila Abdalla, MP - Vice-Chairperson
Hon. Elias Mbau, MP

Hon. Martha Karua, MP

Hon. Charles Kilonzo, MP

Hon. (Dr.) Joyce Laboso, MP

Hon. Nkoidilla Ole Lankas, MP

Hon. (Dr.) Eseli Simiyu, MP

Hon. Mohamed Gabow, MP

IN ATTENDANCE

Mr. Edward Libendi - Clerk Assistant

Mr. James Ginono - Clerk Assistant

Mtr. Nicodemus Odongo - Fiscal Analyst

Ms. Farida Ngasura - Hansard Reporter

Mr. Eric Ogollo - Public Relations Officer
Ms. Purity Nkari - Office Attendant

Ms. Linda Kiriinya - Researcher '
MIN. NO./5C2/36/2011: - Adoption of Agenda

The Agenda of the Sitting was adopted by the Members present as follows:;
(i) Preliminaries

(i) Meeting with Management of Unga Limited, Eldoret Branch and tour of the
plant

(iii) Adjournment and Date of the next meeting



MIN. NO./5C2/37/2011: - Preliminary

The Branch manager of Unga Limited Eldoret branch welcomed the Committee Members

to the plant and ushered them to the board room where the meeting was to take place.

The Chairman then called the meeting to order at 4.10 p.m. and opened it with a word
of prayer. He then briefed the Unga Limited branch manager on the nature and mandate
of the Committee explaining that the Committee had toured the plant to specifically
establish availability of maize and why the cost of maize flour was very high.

MIN. NO./5C2/34/2011: - Meeting with Unga Limited, Eldoret Branch

The Committee sought to know the following:

a)
b)

c)

d)

e)

f)

Whether Unga Limited had enough stocks of maize
Whether Millers were hoarding maize to facilitate importation

Why the cost of maize flour has skyrocketed and whether the company could
consider taking profit cuts to avail the maize to consumers

Whether the price of petroleum products had an effect on the price of maize flour

What immediate measure the Government should take to cushion Kenyans and
Whether importation of maize could lead to low shelf prices of maize flour

Whether cartels exist in the sector hence price fixing

Response by Management of Unga Millers, Eldoret Branch

a.

The cost of maize had doubled since mid 2010 from a low of Kshs. 1,800 to Kshs.
3.6000 thus leading to the high cost of the maize flour since over 60% of the cost
of maize flour is dependent on cost of maize

Maize supplies have been dwindling since January, 2011 and the Unga Eldoret
branch only had maize stocks to last for 8 days after which it would shut its plant
if no supplies are forth coming. The plant had a total of 6,700 bags of maize in
its stores as at 27 May, 2011. That farmers could not be hoarding maize when
the price had doubled and was at its highest ever

That there are many milling companies and therefore competition existed in the
sector thus eliminating existence of cartels

That though the cost of fuel has substantially gone up, it did not contribute to a
large percentage of the rise in cost of maize flour since almost 90% of the maize
flour is composed of maize

That the immediate measure the Government can take is to zero rate maize and
allow its importation into the country to cover the breakdown in supplies.
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However, that the price of maize in the international markets is very high and
importation of the same will not necessarily result in low prices. However that this
will ensure that there is maize flour in the market.

The committee was then taken through a tour of the Unga milling plant.

Response by the Committee

The Committee Members confirmed to the participants that they had listened to their
views and would ensure that their recommendations are forwarded to Parliament for
adoption.

MIN. NO./5C2/35/2011: ' - Adjournment and date of next meeting

There being no other business and the time being half past five O'clock the Chairman
adjourned the meeting until Saturday, 28% May, 2011 when the Committee would tour
Kenya Seed Company Limited.

SIGNATURE e e i B e Fpy s
(Chairperson) @
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MINUTES OF THE 6™ SITTING OF THE PARLIAMENTARY SELECT COMMITTEE ON
COST OF LIVING HELD ON FRIDAY, 27T MAY, 2011, IN THE ELDORET MUNICIPAL
HALL, AT 1.30 P.M.

M e e —— —

PRESENT

Hon. Ababu Namwamba, MP - Chairman
Hon. Rachel Shebesh, MP

Hon. John Mbadi, MP

ABSENT WITH APOLOGY

Hon. Shakila Abdalla, MP - Vice-Chairperson
Hon. Elias Mbau, MP

Hon. Martha Karua, MP

Hon. Charles Kilonzo, MP

Hon. (Dr.) Joyce Laboso, MP

Hon. Nkoidilla Ole Lankas, MP

Hon. (Dr.) Eseli Simiyu, MP

Hon. Mohamed Gabow, MP

IN ATTENDANCE

Mr. Edward Libendi - Clerk Assistant

Mr. James Ginono - Clerk Assistant

Mr. Nicodemus Odongo - Fiscal Analyst

Ms. Farida Ngasura - Hansard Reporter

Mr. Eric Ogollo - Public Relations Officer
Ms. Purity Nkari - Office Attendant

M. Linda Kiriinya - Researcher

MIN. NO./5sC2/32/2011: Adoption of Agenda
The Agenda of the Sitting was adopted by the Members present as follows;

(i)  Preliminaries
(i) Public Hearings at the Eldoret Municipal Hall
(iii) Adjournment and Date of the next meeting

MIN. NO./5C2/33/2011: - Preliminary

The Committee paid a courtesy call to the Regional Commissioner North Rift Valley who
briefed them on the effect of the high cost of living in the region and thereafter led the
Committee Members to the Municipal Hall where the public hearing was held.




The Regional Commissioner introduced Members of the Provincial Administration
present and thereafter welcomed the Chairman of the Parliamentary Committee to chair

the session.

The Chairman briefed the gathering on the mandate of the Committee explaining that
the Committee had decided to visit Eldoret because Eldoret was the bread basket of the
country and it wanted to hear from the farmers themselves whether they had enough
maize in their stores and whether or not they were prepared for the next harvest.

MIN. NO./5C2/34/2011: - Meeting with Farmers and Members of the Public

The Committee sought to know the following:

a) Whether the farmers had enough maize which they could be hoarding

b) At what price the farmers were selling their maize

¢) Availability of farm inputs in time for farming and whether the government was
doing enough for the farmers in this area

d) Whether the farmers had incentives to grow maize

e) The implications of the high cost of living on other sectors other than farming

f) The challenges the people were facing in their daily life activities

g) The probable measures the government can take to reduce the burden on the

people

The participants raised the following issues as among those affecting them which the
Committee should bring to the attention of Government:

a) Existence of cartels in the grain sector which were contributing to the shortage of
fertilizer and seeds during planting time and even at the NCPB where some
farmers could not sell their maize to the NCPB on grounds of high moisture

b) Lack of maize. The farmers insisted that they do not have any extra maize in
Eldoret which could be sold on a commercial basis as whatever they had was for
domestic consumption.

c) lnefficiencies at the Kenya Seed Company Limited which led to unavailability of
seeds during planting season and the supplied seeds being those of low quality
and a breed farmers were not used to thus farmers shunned them

d) Inefficiencies and probable corruption at the NCPB in the supply of fertilizer
where farmers could not access the subsidized fertilizer in time after paying for it

e) Poor planning by the Ministry of Agriculture and its parastatals such that the
Ministry could not project how much maize is required in a year and what
quantity should be produced locally so as to make certain key policy decisions like
how much seeds should be produced and how much should be given to NCPB to
purchase maize from farmers during harvest. _

f) Lack of Extension services leading to farmers learning from experience

g) Lack of support after harvest time so that farmers ended up selling their maize
very cheaply and later on buying it for consumption at a very high price

h) Discouragement by the Warehouse receipting System
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i) The cost of maize in Eldoret was so high and was now retailing at Ksh. 105 for the
two kilogram tin thus beyond the reach of many Kenyans
* j) The cost of transportation was so high yet NCPB demanded that farmers transport
their produce to the depot
k) Members of Parliament are not paying taxes on their salaries
l) Poor political leadership

The following were proposed as some of the measures that should be implemented to
ease this burden:

a) Sufficiently fund the NCPB to be able to supply all the farmers with subsidized
fertilizer before the planting season and with enough money to buy excess maize
from farmers at harvest time to cushion the farmers from losses that may arise.

b) Review the Warehouse Receipting System introduced by the NCPB as it was not
beneficial to the small scale farmer

¢) Introduce NCPB buying centers as was the case before to save the farmers the high
transportation costs

d) Establish dams in Uasin Gishu County and the other grain growing areas to avoid
reliance on irrigation agriculture

e) The Kenya Seed company should plan properly so as to have sufficient seeds of a
good quality for the whole country

f) The Government should develop a Guaranteed Minimum Return scheme to
ensure that farmers are certain on the amount of money they will get from their
produce

g) The Government should introduce the Extension services to educate and sensitize
farmers on appropriate agricultural practices to maximize productivity of land

h) The NCPB should assist farmers after harvest by availing their drying bays for
farmers to dry their produce at a subsidized cost

i) The Government should give some autonomy to the NCPB to determine the
prices it sets for grains so as to ensure that it effectively competes with commercial
traders so as to protect the farmers from exploitation

j)  The Government should support reviving of the Kenya Farmers Association as it
played a great role in the business of farming.

k) The Government should cancel the loans owed to the farmers who lost their crops
during post election violence

Response by the Committee ;

The Committee Members confirmed to the participants that they had listened to their
views and would ensure that their recommendations are forwarded to Parliament for
adoption.

MIN. NO./5C2/35/2011: - Any Other Business

The Chairman invited one of the participants to give a vote of thanks and the meeting
was closed by a word of prayer.
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MIN. NO./5C2/35/2011: - Adjournment

There being no other business and the time being half past three O'clock the Chairman
adjourned the meeting and the Committee proceeded to Unga Limited, Eldoret branch
for a meeting with the management of the branch.
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. MINUTES OF THE 5™ SITTING OF THE PARLIAMENTARY SELECT COMMITTEE ON

 COST OF LIVING HELD ON FRIDAY, 27T MAY, 2011 IN THE NCPD BOARDROOM,
ELDORET AT 9.00AM.

e

PRESENT

Hon. Ababu Namwamba, MP - Chairman
Hon. Rachel Shebesh, MP

Hon. John Mbadi, MP

ABSENT WITH APOLOGY

Hon. Shakila Abdalla, MP - Vice-Chairperson
Hon. Elias Mbau, MP

Hon. Martha Karua, MP

Hon. Charles Kilonzo, MP

Hon. (Dr.) Joyce Laboso, MP

Hon. Nkoidilla Ole Lankas, MP

Hon. (Dr.) Eseli Simiyu, MP

Hon. Mohamed Gabow, MP

IN ATTENDANCE

Mr. Edward Libendi - Clerk Assistant

Mr. James Ginono - Clerk Assistant

Mr. Nichodemus Odongo - Fiscal Analyst

Mr. Farida Ngasura - Hansard Reporter

Ms. Purity Nkari - Office Attendant

Mr. Eric Ogollo - Public Relations Officer
Ms. Linda Kiriinya - Researcher

MIN. NO./5C2/27/2011: - Adoption of Agenda

The Agenda of the Sitting was adopted by the Members present as follows;
(i) Preliminaries
(i) Tour of the NCPD Depot in Eldoret
(iii) Any Other Business
(iv) Date of Next Sitting

MIN. NO./5C2/28/2011: - Preliminary

The Chairman called the meeting to order at 9.15 a.m. and opened it with a word of
prayer. He then briefed the management of the National Cereals and Produce Board
(NCPB) of the Committee’s mandate explaining that it had chosen to visit the NCPB

depot in Eldoret because Eldoret was one of the main maize growing areas of the




country and the Committee wanted to establish the amount of grain in the NCPB stores
and whether or not there was sufficient maize in the country and if not, the reasons for
the shortage.

The Managing Director of NCPB then introduced the management team of the Eldoret
depot and thereafter took the Committee Members through a tour of the facility. The
tour ended at 10.10 a.m. and the Committee then held a meeting with the management
in the NCPB Board room.

MIN. NO./5C2/29/2011: - Meeting with the NCPB Management

The Committee sought the following information from the NCPB management:

¢ The probable reasons for the high shelf price cost of flour

» The cost at which NCPB purchases maize from farmers

e Whether farmers still have maize as alleged by the Minister for Agriculture
» What percentage of maize NCPB sells to millers and at what cost

o Whether the NCPD deals with importation of cereals

e Whether NCPB has any plans to ensure Kenyans have access to the staple food
at a subsidized cost

s \Whether farmers are motivated to grow maize

e How much maize the NCPB has in its stores and how long that stock can last
the country

o \Whether someone in the supply chain was hoarding maize whether farmers or
millers of the NCPB itself

o Whether there is political interference in the maize sector

e s it justified for the price of Unga per 2kg is more than loo/-

Response by the NCPB Management

The NCPB Managers made a power point presentation to the committee indicating their
mandate, their capacity and the short term and long term measures they had to ensure
food security. Their response was as follows:-

e The mandate of the NCPB includes the Buying and Maintaining grain, distribution
of farm inputs to farmers and market intervention on behalf of the Government

o That NCPD deals with maize, wheat, rice, pulses, Fertilizers (planting & top
dressing), Agro- Chemicals and seeds. They also offer the following services;
Warehousing, leasing of storage facility, pest control, grain grading & aflatoxin
testing, clearing and forwarding, grain drying, bagging and weighing



e The NCPD can store up to 21 million bags of maize in their stores countrywide

e Currently the NCPB has the following stocks: Maize- 3,256,902%90Kgs(2.5 m is
SCR reserve and 300,000 is Famine relief) bags which can only last 1 Month if
released to the market as the country consumes 36M bags annually, Beans —
9,429%90Kgs bags, paddy rice 5,092%24kg bales, paddy rice 42,837*75KgsBags,
wheat- nil, fertilizers() Assorted- 259,239* 50kgs bags. seed- (off-season) — Nil

« NCPD does not have sufficient funds to mop up surplus maize as the Government
releases funds late and the funds are released in batches

e The NCPB did not sell any maize to Millers commercially this year

« Due to liberalization, maize millers can buy and usually do so from maize farmers
directly and hence exploit the farmers

« That the Government fixes the price at which the NCPB buys or sells maize to
farmers which discourages farmers from selling their maize to the NCPB especially
if the price s low

« That a grain shortage is expected this year as rains have been erratic.

Recommendations
o There is need for a Grain Regulation Commission to be established through law to
help stabilize the sector

« There is an Interministerial Committee working on legislation toestablish a
Commodities Exchange similar to the Tea Auction in Mombasa to give the
farmers best price

« Allow the private sector to import maize at zero rated cost

« Review land policies to prevent subdivision of agricultural land to non-viable sizes
and establish land banks

e Establish dams in the grain growing areas to stop dependence on rain

« The Agricultural Finance Corporation should reduce interest rate of lending to
farmers to between 5% to 8%

« Enhance the Strategic Grain Reserve from 3 million bags to 8 million bags

MIN. NO./5C2/30/2011: - Any other Business

The NCPB requested that the Committee urges the Treasury 10 release sufficient funds to
the NCPB in time to enable it purchase farm inputs for distribution to farmers and to
mop up excess maize in the market during harvests so as to protect the farmers from
exploitation by middlemen.



The Committee further requested the NCPB to play a greater role in post harvest
management.

>
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MIN. NO./SC2/31/2011: - Adjournment

There being no other business and the time being half past eleven O'clock the Chairman
adjourned the meeting and the Committee proceeded to Eldoret Municipal Hall for a
Public Hearing with farmers.
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MINUTES OF THE 4% SITTING OF THE PARLIAMENTARY SELECT COMMITTEE ON
COST OF LIVING HELD ON THURSDAY, 26™ MAY, 2011 IN COMMITTEE ROOM 9,
MAIN PARLIAMENT BUILDING AT 9.00 A.M.

PRESENT
Hon. Ababu Namwamba, MP - Chairman
Hon. Shakila Abdalla, MP - Vice-Chairperson

Hon. Elias Mbau, MP

Hon. Rachel Shebesh, MP
Hon. (Dr.) Eseli Simiyu, MP
Hon. Mohamed Gabow, MP
Hon. John Mbadi, MP

ABSENT WITH APOLOGY
Hon. Martha Karua, MP

Hon. Charles Kilonzo, MP
Hon. (Dr.) Joyce Laboso, MP
Hon. Nkoidilla Ole Lankas, MP

IN ATTENDANCE

Mr. Edward Libendi - Clerk Assistant

Mr. James Ginono - Clerk Assistant

Mr. Nicodemus Odongo - Fiscal Analyst

M:s. Farida Ngasura - Hansard Reporter
Mis. Linda Kiriinya - Researcher

MIN. NO./5C2/22/2011: - Adoption of Agenda

The Agenda of the Sitting was adopted by the Members present as follows;
(i) Preliminaries
(i) Meeting with Oil Industry Stakeholders
(iii) Any Other Business
(iv) Date of Next Sitting

MIN. NO./5C2/23/2011: - Preliminary

The Chairman called the meeting to order at Twenty Minutes past Nine O'Clock and
opened the meeting with a word of prayer. He thereafter introduced the Members of
the Committee and invited the oil industry stakeholders to introduce themselves.

The chairman then explained the mandate of the Committee to the participants
emphasizing that the high cost of fuel had been identified as one of the single most
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contributors to the high cost of living in the country. He informed the stakeholders that

the Committee was interested in finding solutions to the high cost of pump prices and N
therefore requested the participants to be candid and forthright in their deliberations. -
The Chairman then invited Members of the Committee to give their views on the subject
before inviting the oil industry stakeholders to give their views. The Committee was
specifically interested in the following issues which contributed to the high cost of fuel:

a) Whether cartels exist in the oil sector
b) What is the main cause of the high cost of fuel in Kenya?
¢) To what extent tax contributes to the high cost of fuel

d) What effect the price controls introduced by the Energy Regulatory Commission
had on the cost of fuel

e) What relation exists between the percentage increase in international oil market
prices and the pump price in Kenya

f) The role of the National Oil Corporation in stabilization of fuel prices
g) The real cause of the fuel shortage in early May, 2011

h) The fundamentals that inform the changes in fuel prices and especially what
informed the sudden reduction of the diesel price by Kshs. 3 per litre by NOCK,

i) Whether there are players in the oil sector who are also regulators in government
hence a conflict of interest

j) Whether there are consultations in Government before major policy
announcements are made like the announcement by the Prime Minister in the
House on removal of taxes on kerosene

The Chairman thereafter opened the session to the oil sector stakeholders to give their
views beginning with the Permanent Secretary, Ministry of Energy.

MIN. NO./5C2/24/2011: - Views of the Oil sector stakeholders

The PS, Ministry of energy tabled a brief on causes of increasing petroleum prices and the
measures the Ministry was taking to cushion the country. The PS attributed the high cost
of fuel on the rising international oil prices, the strength of the Kenyan currency to the
dollar and the turmoil in the Middle East. The Ministry officials explained the following:

a) That the Government had reduced excise taxes on kerosene by 30% which was
effected on 28" April, 2011

b) That the Ministry of Finance would introduce a Bill in Parliament to waive taxes
on kerosene

c) The Minister for Energy explained that there were sufficient consultations between
the President, the Prime Minister and the Ministries of Energy and Finance before
any policy changes are announced.



d) That the cost of fuel was also affected by the piracy in the Indian Ocean and the
demurrages incurred by ships waiting to discharge the commodities at the port
which was caused by clogging of the pipeline system by oil marketers.

The following were also raised by the other stakeholders as factors affecting the
industry and thereby resulting in the high cost of fuel:
e Having only one Jetty in the port of Mombasa at which oil products are
discharged

e Lack of strategic oil reserves

e Inefficiencies at the Kenya Petroleum Refineries Limited which marketers
alleged contributed an additional 5 to 8 shillings to the litre.

e Infrastructural constraints particulariy the Kenya Pipeline Kipevu jetty and
the need for establishment of a Common Storage facility in Nairobi

o Marketers using the pipeline as a storage facility thus clogging the system
and denying importers a chance to discharge their products in the pipeline.

After deliberations with the stakeholders the following were identified as measures
that would help reduce the cost of fuel and ensure consistency in supply both in
the short term and long term:

e The Ministry to introduce and enforce stiff penalties for storing products in
the pipeline for a longer duration than 14 days and 30 days for fuel meant
for the domestic market and international market respectively.

e The Government should establish a strategic oil reserve urgently to cushion
the country against fluctuations in supply chain.

e The Ullage should be shared on the basis of throughput.
e The KRA clearing systems should be made more efficient.

e Modernization of the KPRL should either be completed by 2015 and to
complete the other projects like development of a power plant by
December 2011 and conversion into a merchant refinery by January 2011 or
the Government should shut down the refinery as in the current form, it is
a liability to the tax payer.

e There is need to amend the Energy Act in order to convert the KPRL into a
Merchant Refinery

MIN. NO./5C2/25/2011: - Any other Business

The Ministry of Energy confirmed that the Kenya Petroleum Refineries Limited could
only remain viable if it stuck to the proposed timelines of modernization or else it should
be shut down.




The Oil marketers also committed themselves to abide by the resolutions they made at R
the oil stakeholders forum held on 21 May, 2011 at the KICC and the Ministry agreed to -~
enforce the regulations developed especially regarding storage of oil products in the
pipeline strictly.

The Petroleum Institute of East Africa was categorical that cartels did not exist in the oil
industry as was presumed by many since the sector is governed by the Competition Act.

MIN. NO./5C2/26/2011: - Date of the Next Meeting and Adjournment

There being no other business, the Committee adjourned at 1.30 p.m.




MINUTES OF THE 3% SITTING OF THE PARLIAMENTARY SELECT COMMITTEE
ON COST OF LIVING HELD ON FRIDAY 20™ MAY, 2011 AT THE AIC CHURCH
" HALL, KIBERA IN NAIROBI AT 11.30 P.M.

PRESENT

Hon. Ababu Namwamba, MP - Chairman
Hon. Rachel Shebesh, MP

Hon. Mohamed Gabow, MP

ABSENT WITH APOLOGY

Hon. Shakila Abdalla, MP - Vice-Chairperson
Hon. Elias Mbau, MP

Hon. Martha Karua, MP

Hon. Charles Kilonzo, MP

Hon. (Dr.) Joyce Laboso, MP

Hon. Nkoidilla Ole Lankas, MP

Hon. John Mbadi, MP

Hon. (Dr.) Eseli Simiyu, MP

IN ATTENDANCE

Hon. Alfred Khangati, MP - Assistant Minister, Office of the Prime Minister
Mr. Edward Libendi - Clerk Assistant

Mr. James Ginono - Clerk Assistant

Mr. Farida Ngasura - Hansard Reporter

Mes. Purity Nkari - Office Attendant

Mr. Eric Ogollo - Public Relations Officer

MIN. NO./SC2/17/2011: - Adoption of Agenda

The Agenda of the Sitting was adopted by the Members present as follows;
(i) Preliminaries :
(ii) Public Hearings in AIC Hall Kibera

MIN. NO./5C2/18/2011: - Preliminary

The District Commissioner, Langata District, welcomed the committee Members to
Langata District and specifically Kibera and introduced Members of the Provincial
Administration present.

He then invited a Muslim Cleric present to make opening prayers after which he
explained to the Members of the Public the reasons of the meeting urging them to be
open in their contributions. The D.C. then invited the Chairman of the Committee who
introduced his fellow Members of Parliament and explained the mandate of the
Committee and why the Committee chose to begin its public hearings in the informal







settlement of Kibera. The Chairman assured the participants that their views would be

, taken seriously and would inform the report of the Committee after which he invited the
" other Members of the Committee present to explain issues he may have left out before

“opening up the meeting to Members of the public to give their views.

MIN. NO./SC2/19/20i1: - Views from Members of the Public

A total of 34 people from the participants gave their views on what they felt was the
cause of the rising inflation and high cost of living. The participants in their contributions
raised the following issues:

i

Salaries and wages of a majority of the slum dwellers were very low and were not
commensurate with their productivity

The cost of education is high and so parents could not afford to take their children
to school hence a cycle of poverty

The cost of health is high and not accessible to a majority of the slum dwellers
including the government hospitals like Kenyatta National Hospital

iv.  That the prices of basic commodities especially food and kerosene have continued
to rise beyond the reach of many Kenyans
v. There is high unemployment rate especially among the youth
vi.  The large cabinet was contributing to the high cost of living
vii.  The salaries paid to Members of Parliament were very high
viii. A lot of money was used by MPs and cabinet ministers in unnecessary foreign
travel
ix. Tough conditions imposed on the funds introduced for the youth, women and
people with disabilities
x. Lack of a comprehensive food security policy
xi.  Corruption and nepotism rife in organizations especially in employment
xii.  Public procurement favouring the rich people
xiii.  Transport costs are very high
xiv.  The cost of electricity is high thus discouraging young business people
xv.  Price fluctuations of commodities e.g. kerosene negatively affecting small business
people
xvi. Lack of market for locally made products
xvii.  Kazi Kwa Vijana programme not benefiting the youth as a majority were never
paid
Recommendations :
i. The Government should establish polytechnics in the urban slum areas to train
school drop outs on vocational skills
ii. The Government should introduce social safety nets to cushion the poor people
- against the high cost of living
iii. The Government should remove taxes on kerosene
iv.  The Government should develop dams in dry areas and use the water for

irrigation so as to ensure food security



v. The Government should subsidize farmers with seeds and fertilizers to ensure
farmers produce enough for the country
vi.  The cabinet should be trimmed to 24 ministries to reduce cost of running
’ government
vii.  The salaries of Members of Parliament should be reduced by 50% and MPs
should pay taxes on their salaries
viii.  Reduce unnecessary foreign travel by MPs and cabinet ministers
ix. Government should establish oil reserves to cushion the consumers
x.  Reduce prices of flour by half or sell the flour at a subsidized price to the poor
settlements

xi.  Relax conditions on Women and Youth Funds to enable the targeted groups to
benefit from the funds

xii.  Review the Procurement laws to enable the poor people to participate in tenders
below a certain amount

xiii.  Introduce a subsidized public transport system

Xiv.  Introduce price controls on basic commodities

MIN. NO./5C2/20/2011: - Response from the Parliamentary

Committee

After the presentation by the members of the public, the Members of the Committee
assured the participants that their views would be consolidated and taken to parliament
for adoption and implementation by Government.

MIN. NO./SC2/21/2011: - Adjournment of the meeting

The meeting was adjourned at 2.45 p.m. after a closing prayer by the head pastor of the
AlC Church, Kibera.
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MINUTES OF THE 2N° SITTING OF THE PARLIAMENTARY SELECT COMMITTEE ON
COST OF LIVING HELD ON TUESDAY, 17™ MAY, 2011 IN COMMITTEE ROOM 9,

-~ MAIN PARLIAMENT BUILDING AT 4.00 P.M.

PRESENT
Hon. Ababu Namwamba, MP - Chairman
Hon. Shakila Abdalla, MP - Vice-Chairperson

Hon. Elias Mbau, MP
Hon. John Mbadi, MP

ABSENT WITH APOLOGY
Hon. Charles Kilonzo, MP
Hon. (Dr.) Joyce Laboso, MP
Hon. Mohamed Gabow, MP
Hon. Nkoidilla Ole Lankas, MP

ABSENT

Hon. Martha Karua, MP
Hon. Rachel Shebesh, MP
Hon. (Dr.) Eseli Simiyu, MP

IN ATTENDANCE

Mr. Edward Libendi - Clerk Assistant
Mr. James Ginono - Clerk Assistant
MIN. NO./5C2/09/2011: - Preliminary

The Chairman called the meeting to order at 4.30 p.m. and opened the meeting with a
word of prayer.

MIN. NO./5C2/10/2011: - Adoption of the Agenda
Members adopted the agenda of the meeting.

MIN. NO./5C2/11/2011: - Confirmation of Minutes of Previous Meeting

Minutes of the First Sitting held on 12" May 2011, were confirmed as a true record of the
proceedings.

MIN. NO./5C2/12/2011: - Consideration of Committee’s Program

Members reviewed the proposed program and adopted it after making some
amendments to it. Members discussed on the need to begin the work of the Committee
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- immediately so as to be able to table a preliminary report in Parliament before budget
« day.

~ Members resolved to begin the program with public hearings in Kibera on Friday, 20t
May, 2011.

MIN. NO./5C2/13/2011: - Consideration of Committee's Terms of Reference

Members adopted the proposed Terms of Reference subject to any changes that may be
introduced later on.

MIN. NO./5C2/14/2011: - Any other Business

Members discussed the importance of having at least more than 5 Members attending
public hearings of the Committee and resolved to block off the weekends agreed for the
public hearings.

MIN. NO./SC2/15/2011: - Date of the Next Meeting
The next meeting will be held on Friday 20" May, 2011 at Kibera

MIN. NO./5C2/16/2011: - Adjournment of the Meeting

There being no other business for consideration, the meeting was adjourned at 5.30 p.m.
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MINUTES OF THE 17 SITTING OF THE PARLIAMENTARY SELECT COMMITTEE ON
COsT ‘OF LIVING HELD ON THURSDAY, 127H MAY, 2011 IN COMMITTEE ROOM 7,
MAIN'PARLIAMENT BUILDING AT 12.00 NOON.

PRESENT
Hon. Ababu Namwamba, MP - Chairman
Hon. Shakila Abdalla, MP - Vice-Chairperson

Hon. Elias Mbau, MP

Hon. Rachel Shebesh, MP

Hon. (Dr.) Eseli Simiyu, MP
Hon. John Mbadi, MP

Hon. Nkoidilla Ole Lankas, MP

ABSENT WITH APOLOGY
Hon. Martha Karua, MP
Hon. Charles Kilonzo, MP
Hon. (Dr.) Joyce Laboso, MP
Hon. Mohamed Gabow, MP

IN ATTENDANCE

Mr. Patrick G. Gichohi, CBS - Clerk

Mrs. Consolata Munga - Deputy Director, Committees services
Mr. Edward Libendi : Clerk Assistant

Mr. James Ginono - Clerk Assistant

MIN. NO./SC2/01/2011: - Adoption of Agenda

The Agenda of the Sitting was adopted by the Members present as follows:;
(i) Election of the Chairperson
(ii) Terms of Reference
(iii) Committee Programme
(iv) Any Other Business
(v) Date of Next Sitting

MIN. NO./5C2/02/2011: - Preliminary

The Clerk who was chairing the first meeting of the Committee in accordance with
Standing Order Number 163 called the meeting to order at 12:30 pm. after which he
invited prayers from the Deputy Director Committee Services. Thereafter, he briefed the
Members that the meeting had been called pursuant to Standing Order 163 which
mandates the Clerk to arrange a time for the first meeting of a Committee within seven
days of its constitution in order to elect a Chairperson and a Vice-Chairperson.

MIN. NO./5C2/03/2011: - Election of the Chairperson and Vice




PARLSCOCOL

Chairperson
The Clerk called for nominations for candidates for the position of Chairman: the Hon.

byl

Elias Mbau, MP proposed that Hon. Ababu Namwamba M.P having been the o:fgimator ~

of the Motion that founded the Parliamentary Select Committee on Cost of Living be
elected Chairman and was seconded by Hon. Shakila Abdala, MP. There being no any
other proposal, the Clerk declared Hon. Ababu Namwamba, MP as the duly elected
chairperson of the Committee.

Thereafter, the Clerk called for nominations for candidates for the position of Vice
Chairperson; the Hon. Shakila Abdalla, MP was proposed by Hon. John Mbadi, MP and
seconded by Hon. Rachel Shebesh, MP. There being no any other proposal for the Vice
Chairperson's position, the Clerk declared Hon. Shakila Abdala, MP as the duly elected
Vice Chairperson of the Committee.

The Clerk congratulated the Chairman and Vice Chairperson on their election. He
informed the Select Committee about the Rules and Procedure of the House governing
operations of the Committee while laying emphasis on Standing Orders Number 164,
173, 180 and 186 which relate to Notice of Meetings of the Committee, Summoning of
Witnesses, Public access to meetings of the Committee and Engagement of Experts by the
Select Committee.

The Clerk then handed over the Committee to the Chairman who assumed the chair
thereafter.

MIN. NO./SC2/04/2011: - Remarks by the Chairman
The Chairman thanked the Members for the confidence they had showed in him by
electing him Chairman and electing Hon. Shakila Abdala, MP as the Vice Chairperson.

The Chairman reminded the Members of the important nature of the Committee and the
immense work ahead arising from the tight timelines urging them to be prepared for the
task ahead. He also requested the Members to focus on the work of the Committee and
relate with each other without regard to party affiliations as the issues the Committee is
to handle are of national interest requiring a bipartisan approach.

All the Members who spoke thereafter echoed the Chairman’s remarks urging for unity
of purpose in the Committee’s operations and urging that the Committee tries to finalize
its work within the provided deadline of 30 days.

MIN. NO./SC2/05/2011: - Terms of Reference of the Committee
The Members deliberated on what should constitute the Terms of Reference of the
Committee and highlighted the following:

N
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i) That the Committee should be careful while discharging its functions not to deal
with matters already before other Committees. It was agreed that the Committee
* il seek to bridge the gaps existing in other committees.

i) That the Committee should hold public hearings with various stakeholders both
within and outside the precincts of Parliament to collect their views.

i)  That the Committee would invite stakeholders to submit written memoranda on
what they consider the causes of the high cost of living and probable solutions.

iv)  That the Committee would invite Experts to share with them about the
Committee’s mandate

V) That the Committee would conduct a research on the social safety nets existing in
other countries and whether the same can be introduced in Kenya.

vi)  That the Committee would conduct an audit of public expenditure and cost of the
government with a view of making appropriate recommendations.

vii)  That the Committee would hold formal sessions with the relevant organs of
government.

viii)  That the Committee would also hold a stakeholders forum before concluding its
report to allow stakeholders views to be incorporated.

ix) That the Committee should at the end not only identify the problems affecting the
cost of living but also propose viable solutions to be implemented in the short
term and long term

The Members identified the following to be included in the stakeholders and to be
invited to hold a meeting with the Committee:
i) Ministries of Energy, Agriculture, Transport, Water and Finance

i) Kenya Revenue Authority, Central Bank of Kenya, Energy Regulatory
Commission, Kenya Pipeline Corporation, Kenya Refineries Limited and Kenya
Seed Company among others

iii) Civil Society Organizations among them Consumer organizations,

iv) Private Sector bodies including Kenya Private Sector Alliance, Federation of Kenya
Employers, Cereal millers, large scale and small scale farmers, Farmers Associations
and petroleum dealers among others.

The Members agreed to meet on Tuesday, 17t May to consider the its terms of reference.

MIN. NO./5C2/06/2011: - Committee Programme

The Members reiterated the need to draw a program which would entail that it
concludes its work within the timelines approved by the House of thirty days. The
Members however noted that the 30 day duration was short and they may be compelled
to seek an extension of time as required by the Standing Orders of the House.
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The Members agreed to meet on Tuesday, 17 May to consider the program of its
activities.

MIN. NO./5C2/07/2011: - Any other Business

The Chairman of the Budget Committee informed the meeting that his Committee is
ready to provide any technical assistance that may be required by the select Committee
from time to time.

MIN. NO./5C2/08/2011: : - Date  of the Next Meeting and
Adjournment

There being no any other business and the time being Twenty minutes past One O’clock
the Chair adjourned the Sitting until Tuesday, 17* May, 2011 at Four O'clock.




