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Reg.ilatory Impact Assessment on the Sugar Dnelopmrnt Laty Order,2025

EXECUTIVE SUMMARY

This Reguiatory Impact Assessment (RIA) is a poliry tool whose plrrpose is to examine

and measure the likely benefits, costs and effects of the proposed Sugar Development

Levy Order, 2025 pursuant to Sections 5 &.7 of the Statutory Instruments Act, CAP 2A. It

examines the impact on the establishment of a Levy Order whose main objective is to

impose a levy on domestic sugar and imported sugar in Kenya. The Order is aimed at

streamlining collection of levy imposed on domestic sugar and imported.sugar in Kenya.

This RIA is divided into 11 parts as follow;-

Part 1. is the Introduction which outlines the Regulatory Making Authority and its legal

mandate. Additionally, it delineates the requirements of the Statutory Instruments Act in

drawing a Regulatory Impact Assessment.

Part 2 of the RIA captures a statement of the purpose and objects of the proposed Sugar

Development Levy Order, 2025.

Part 3 of the RIA outlines the salient features of the Sugar Development Levy Order. It

gives a general summary of the provisions of the Order.

Part 4 provides a historical background on the imposition of a levy on domestic sugar

and imported sugar in Kenya.

Part 5 of the RIA dives into background and context of imposition of Sugar Development

Levy

Part 5 speaks to the poliry and legal framework for the proposed Sugar Development

Levy Order,2025
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Pafi 7 is on the consultative process adopted to develop the RIA. It states the initial

consultative process and other engagements with experts, agencies and general public.

Part 8 of the RIA is a cost benefit analysis that weighs the costs of implementing the

proposed Order against the benefits of what the proposed Order are anticipated to bring.

It also justifies why the regulatory option is appropriate.

Part 9 is the conclusion.

Part 10 is the recommendations on the option to adopt.

Part 11 is the annexures.

2lPage
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1. INTRODUCTION

Regulatory-Making Authority and the Legal Mandate

Kenya Sugar Board (KSB) is a body corporate with perpeftral succession and a common

seal established under Section 3 of the Sugar Act, No. 71 of 2024. KSB plays an integral

role in regulation, development and promotion of the sugar industry. Additionally, it

coordinates the activities of vaiue chain actors within the industry and faciiitates

equitable access to the benefits and resources of the industry by all interested parties.

KSB plays a critical role in consurner protection by monitoring and regulating the

domestic market with a view to identifying any distortion in the sugar market and

advising the Government and interested parties on any corrective measures to be taken.

KSB facilitates Agricultr-rre by establishing iinkages with other government agencies and

research institutions to enhance quality assurance and research and facilitate flow of

research findings to the interested parties as well as providing advisory services to

growers/ out-grower institutions and millers. KSB participates in the formulation and

implementation of overall policies, plans and programs of work for the development of

the industry. It promotes and encollrages the use of environmentally friendly

technologies in the sugar industry.

KSB in collaboration with the county goverrunents, implements an equitable mechanism

for the pricing of sugar crop and appropriation of proceeds from the disposal of the

byproducts of sugar production between millers and growers as stipulated in the

guiclelines. Further, in consultation lvith the countl gor,'ernments, it formulates

guidelines on an efficient, safe and economical transportation of sugar, sugar crop and

disposal of unutilized by-products.
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KSB provides an important platform for dissemination of market information to growers

and millers in that it gathers and disseminates market information on regional and global

supply chain dynamics for the benefit of stakeholders.

KSB also plays an important role in trade where it registers and licenses sugar ancl jaggery

mills, exporters, importers and dealers as well as enforces and monitors compliance with

standards aiong the sugar value chain. In doing this, it contributes to the Kenyan

Economy every year more than twenty (20) billion shillings in revenue. The passage of

the Strgar Act, No. 71. of 2024, introducing the Sugar Development Levy, aims to alleviate

the financial strain on the sugar sector by providing dedicated functing, which was

previously drawn from the industry's own earnings.

Section 40 (1) of the Sugar Act provides that the Cabinet Secretary shall in consultation

with the Board, by order in the gazette, impose a levy on domestic sugar not exceecling

four per centum of the value and a f.our per centum of CIF value on imported sugar to be

knor,vn as the Sugar Development Levy. Further, the Order shail provide the time at

which any amount payable by way of the levy shall become due. ln consideration of the

above, the Cabinet Secretary in consultation with KSB has prepared the draft Sugar

Development Levy Order, 2025 (proposed Order). This is a statutory instrument which

seeks to boost and streamline the collection of levy on domestic sugar and imported

sugar.

Requirements of the Statutory Instruments Act

The Statutory Instruments Act, CAP 2A is the legal framework governing the conduct oI

RIA in Kenya. Sections 6 and 7 require the regulation-making authority to prepare a RIA

about an instntment if a proposed statutory instmment is likely to impose significant

costs on the community or a part of the community, prior to making the statutory
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instrument. The Act further sets out certain key elements that must be contained in the

RIAinter alia-

(a) a statement of the objectives of the proposed legislation and the reasons;

@) a statement expiaining the effect of the proposed legislation;

(c) a statement of other practicable means of achieving those objectives,

including other regulatory as well as non-regulatory options;

(d) an assessment of the costs and benefits of the proposed statutory rule

and of any other practicable means of achieving the same objectives; and

(e) the reasons why the other means are not appropriate.

Section 5 of the Act requires a regulation-making authority to conduct public

consultations drawing on the knowledge of persons having expertise in fields relevant to

the proposed statutory instrument and ensuring that persons likely to be affected by the

proposed statutory instrument are given an adequate opporfunity to comment on its

proposed content. The Cabinet Secretary, Ministry of Agriculture and Livestock

Development undertakes public consultations and prepares this Regulatory Impact

Assessment (RIA) in partial ftilfilment of the requirements of the Statutory Instruments

Act.

Regulatory Impact Assessment

RIA is a systematic policy tool used to examine and measure the likely benefits, .ort, u.,d

effects of ner,v or existing regr,rl"'rtion. It is an anal1'tical report pr.rrposecl to assist ciecision

makers. As an aid to decision making, RIA inciudes an evaluation of possible alternative

regulatory and non-regulatory approaches with the overall aim of ensuring that the final

selected regulatory approach provides the greatest net public benefit. Typically, the

structure of a RIA should contain the following elements: title of the proposal, the
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objective and intended effect of the regulatory poliry, an evaluation of the policy problem,

consideration of alternative options, assessment of all their impacts distribution, results

of public consultation, compliance strategies, and processes for monitoring and

evaluation.

RIA is usually conducted before a new government regulation is introduced to provide a

detailed ancl systematic appraisal of the potential impact of a new regulation in order to

assess whether the regulation is likely to achieve the desired objectives. RIA promotes

evidence-based poliry making as new regulations typically lead to numerous impacts

that are often difficult to foresee.

From a societal viewpoint, zuA should confirm whether or not a proposed regulation is

welfare-enhancing, in that, the benefits will surpass costs. RIA therefore has objectives of

improving understanding of the real- world impact of regulatory action, including both

the benefits and the costs of action, integrating multiple policy objectives, improving

transparency and consultation; and enhancing governmental acconntabilify.

2. PURPOSE AND OBJECTS OF PROPOSED SUGAR DEVELOPMENT LEVY

ORDER,2025

Scope

The scope of the proposed Order is as follows-

a) Prescribe levy payable on ciomestic sugar ancl imported sugar;

b) Collection of Development Levv; and

c) Remission of the Development Levy.

Obiective

The Proposed Order aims to enumerate provisions to give effect to Section 40(1) of the
Sugar Act.
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Specific objectives

Specifically, the implementation of the Sugar Development Levy Order is intended to-

a) Specify the amount of levy imposed on domestic sugar and imported sugar

b) Identify who collects the levy imposed on domestic sugar and imported
suSar

c) Stipulate the time when levy imposed on domestic sugar and imported
sugar will be due.

3. AN OVERVIEW OF THE PROPOSED ORDER: SALIENT FEATURES OF THE

SUGAR DEVELOPMENT LEVY ORDER

This overview is intended to assess whether the proposed Order is clear, consistent,
comprehensible, and comprehensive enough to address the identified problem. The rules
should be understood by persons likely to be affected by the proposed order, and to that
end KSB has taken steps to ensure that the text and structure of the proposed order are

as clear as possible.

The structure of the proposed Sugar Development Levy Order is as follows:

1- Citation

2- Imposition of development levy

3- Collection of levy

4- Payment of levy

4. HISTORICAL BACKGROUND ON THE IMPOSITION OF A LEVY ON

DOMESTIC SUGAR AND IMPORTED SUGAR IN KENYA.

The history of Sugar Development Levy can be traced through various legislative and

administrative interventions over the years. Some of these interventions have resulted to

inefficiencies in the administration of this levy.

The Kenya Sugar Authority Order, 1973 (Cap.318) established the Kenya Sugar Authority

to promote and foster the effective and efficient development of sugarcane for the
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production of white sugar in Kenya; and advise on the rules and regulations necessary to

enable the effective and efficient functioning and development of the sugar industry. In

the year 200L, the Parliament enacted the Sugar Act which established the Kenya Sugar

Board, a successor to the Kenya Sugar Authority which was responsible for regulating

the sugar industry.

The objects of the Act were to promote the sugar industry, coordinate industry activities,

and ensure equitable access to industry resources. It provided for the development of the

sugar industry, including the regulation of sugarcane cultivation.

However, the Sugar Act was repealed by the Crops 4ct,201.3. The Crops Act sought to

streamline agricullural regulations by integrating the oversight of various crops,

inciuding sugarcane, under a single legislative framework. Consequently, this led to shift

from a dedicated sugar board to the Agriculture and Food Authority (AFA), which was

given broader responsibilities for regulating the agricultural sector.

Although, the Act intended to increase efficienry in gains in management of the sugar

sector, the same were not realized due to issues which included a lack of a Board of

Directors, operational inefficiencies, and financing challenges compounded by the

revocation of crop levies in 2015.

8lPage



Regiatory lmpact Assessmettt on the Sugar Deaelopment Leoy Order,2025

The Sugar Directorate under the AFA faced many challenges that led to it becoming

ineffective and inefficient. As a result, public sugar companies were unable to pay

farmers, there was increased production costs, decline in land under sugar cultivation,

decline in research and trainings, deciine in cane development and productivity

enhancement and decline in factory development and rehabilitation.

As a result of these inefficiencies, Parliament enacted the Sugar Act, No. 11 of 2024which

re-established the Kenya Sugar Board and conferred it with the mandate among others

of collection of the sugar development lbvy. The levy is to be imposed on the clornestic

sugar and imported sugar. It allows a levy of up to four per centum on domestically

produced and imported sugar which is to be primarily used to support the development

of the Kenyan sugar industry.

Further, the Act provides that the levy collected by the KSB is ailocated to various areas

such as factory development, cane development, research, and industry infrastrucfure.

The ftinds are to be distributed as follows: 15% towards factory development and

rehabilitation, 15% allocated to sugarcane-producing regions on a pro-rata basis based on

prodtrction capacity for infrastructural development and maintenance; 1.0"/o for the

administration of the Board; and 5% to the functions of sugarcane farmers'organizations.

Cane farmers will benefit from 40% to cane development and 15% to factory

rehabilitation, to boost productivity, develop infrastructure and directly support cane

farmers across sugar-producing regions.

T1-ie Kenya Sugar Research and Training Institute will benefit from 75'lo of the

development levy, empowering the institute to advance research and improve training

standards. This investment in knowledge and skills aims to strengthen Kenya's

Competitiveness in both local and global sugar markets.
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5. BACKGROUND AND CONTEXT OF IMPOSITION OF SUGAR

DEVELOPMENT LEVY

Policy Background

United Nations Sustainable Development Goals (SDGs)

Goal 1 addresses the eradication of hunger. One of the purposes of the Sugar

Development Levy is the stabilization of the sugar industry which the resultant effect of,

is increase of incomes for smallholder farmers involved in sugarcane farming hence, the

reduction of poverty in rural areas in the sugar catchment areas.

Goal 2 aims at ending hunger, achieving food security and improved nutrition and

promoting sustainable agriculture. Fifteen (15) per centum of the development levy has

been designated for advancement of research and improved training of the stakeholders

in the sugar sub-sector. Sustainable agricr-rlture will be realized through the development

of drought-resistant sugarcane varieties and the adoption of climate smart farming

practices.

Goal3 addresses decent work and economic growth. It entails achieving higher levels of

economic productivity through diversificatiory technological upgrading and innovation.

This levy is intended to support the growth of the sugar industry which will lead to job

creation, improved wages, and overall better working conditions for those employed in

the sugar sub-sector. Additionally, the funds from the levy will be used in the factory

development such as modernization of sugar mills, and improved processing technology,

which will result in the sector's increased contribution to national GDP.
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GoaI4 deals with building resilient infrastmcture, promotion of inclusive and
sustainable industrialization and fostering of innovation. The Levy will be used to finance

upgrades or establishment of infrastructure like better roads in the sugarcane catchment

areas, irrigation systems, or processing facilities that will not just benefit the cane farmers

but also the broader agricullural sector.

Goal5 addresses issues of climate change and its impact. Part of the funds from the levy

will be used in research on better agricultr-rral practices that reduce the carbon footprint

of sugar production, like bioenergy from sugarcane by-products (bagasse). In doing so,

the levy will be supporting climate action.

These ideals are achievable with enhanced production r,vhere development levy plays a

critical role in supporting the sugar industry. The Proposed Order is intended to support

the sugar industry which will in effect polver the manufacturing sector hence increase

contribution to the national GDP.

Africa Agenda 2053

One of the key aspirations of Africa Agenda 2063 is "A Prosperotts Africa, based on Inclusiae

Crouth and Sustainable Deaelopment". One of the goals under this aspiration is

Transformed Economies whose priority areas are:

Sustainable and inclusive economic growth

Science Technology and Innovation (STI) driven Manufacturing /
Industrialization and Value Addition

Economic diversification and resilience

Technology and innovation is considered a key driver of the manufacturing sector. KSB

and Kenya Sugar Research and Training Institute will need to continuously deveiop
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standards in line with developing technologies. This exercise comes with a cost

implication which the Proposed Order seeks to address.

Kenya's Vision 2030

The Vision identifies manufacturing as a key enabler for driving the country to a globally

competitive and ProsPerous country with a high quality of life by the year 2030. The goal

is to generate an additional KES. 30 billion to GDP by producing consumer goods that

compete with imports. This is achievable through research which part of the development

levy is intended for.

The Kenya National Trade Policy,2016

The Policy outlines its mission as to facilitate Kenya's transformation into a competitive

export led economy, enhance regional integration and widen participation in both

domestic and international trade. It enumerates one of its objectives as creation of an

enabling environment for trade and investment to thrive. KSB will play a critical role by

enhancing the production of sugar upon utilization of the development levy.

Domestic Context

KSB plays a central role in consumer protection and trade facilitation. Sugar Development

Ler.y Order is a key component in financing KSB activities.-.It sets out the provisions that

specify the amounts of levies payable to KSB or its agents for domestically produced and

imported sugar. For an effective model, the Strgar Development Levy Order should have

iegal status and should be capable of enforcement so that all millers and persons involved

in the sugar industry can fuily comply with it.
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Sugar Development Levy Order provides levies payable for domestic sugar and imported

sugar which should be remitted to KSB at prescribed timelines. This levy supports KSB

activities, hence, facilitation of trade and protection of heaith and safety of consumers and

stakeholders. Further, the Sugar Development Levy Order as read together with Section

40 of the Sugar Act, 2024 provides general information as well as specific information

such as the purpose of the development levy and penalties imposed for failure to pay

levies among others.

6. LEGAL AND POLICY FRAMEWORK FOR THE PROPOSED SUGAR

DEVELOPMENT LEVY ORDER, 2025

An evaluation of the legal and policy framework related to Sugar Development Levy

Order is intended to answer the question whether there is a legal basis for developing the

proposed Order. It is also intended to bring out the context and legal environment within

which the proposed Order is being developed.

Statutory instrument proposals should be structured so that ali regulatory clecisions

rigorously respect the principles of the mle of law, that is, there must be explicit

responsibility demonstrating that a proposed Statutory Instrument is authorized by the

respective Act of Parliament and is consistent with the Constitution as well as any treaty

or international convention obligations that Kenya has acceded to.

In addition, a proposed Statr,rtory Instmment must complement other legal requirements

and be in stahltorv harmonv',vith the entire statr,rte book.
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Constitutional basis

Article 42 of the Constitution of Kenya confers every person with the Right to a clean and

heaithy environment. This protects them from activities and practices that are harmful

such as emissions of sugarcane waste in rivers or emissions of carbon in the air. The

development levy will help in factory development that will see to this right being

guaranteed to all persons.

Article 46 of the Constitution of Kenya, 2010 has robust provisions on consumer

protection. All consumers have a right to quality goods and services, access to all

information necessary to derive fuIlbenefit of the goods and services; and protection of

their health, safety as lvell as that of the environment.

Article 201. of the Constitution has robust provisions on the principles of public finance
which are enumerated as follows:

a. there shall be openness and accountability, including public participation in
financial matters;

b. the public finance system shall promote an equitable society, and in particular-

i. the burden of taxation shall be shared f.airly;

ii. revenue raised nationally shall be shared equitably among national and
county governments; and

iii. expendirure shail promote the equitable development of the country,
including by making special provision for marginalised groups and areas

iv. expenditure shall promote;

c. the burdens and benefits of the use of resources and public borrowins shall be
shared eqr"ritablv betr,veen present and ftiture generations; and

d. Public money shall be used in a prudent and responsible way.
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Article 209 of the Constitution empowers the national government to impose any tax or

duty while Article 210 requires that any tax or licensing fee imposed, waived, or varied

is provided for in a Legislation.

Sugar Act, No. 11. of 2024

Section 4 of the Sugar Act provides the mandate of the KSB including regulation,

development and promotion of the sugar industry.

Section a0(1) of the Sugar Act empowers the Cabinet Secretary in consultation with KSB

to publish an Order known as Sugar Deveiopment Ler,y in the Gazette on the imposition

of a levy on domestic sugar not exceeding four per centum of the value and a four per

centum of CIF value on imported sugar. The Order is to prescribe the collection and

payment of levy. It ought to prescribe the date the levy will be due.

Public Finance Management Act, CAP 412A

The Act defines "national Bovernment revenue" to mean all taxes imposed by the national

government under Articles 206(1)(a) and (b) and 209 of the ConstitLrtion, excluding

county government revenue.

Sugar Development levy is therefore considered a national government revenue in the

context of the Act. The Act further requires that public finances are managed according

to the principles laid down in the Constihrtion.

Statutory Instruments Act, CAP 2A

The Act defines a statutory instrument to mean any mle, order, regulation, direction,

form, tariff of costs or fees, letters patent, commission, warrant, proclamation, by-law,

resolution, guideline or other statutory instrument issued, made or established in the

execution of a power conferred by or under an Act of Parliament under which that

statutory instrument or subsidiary legislation is expressly authorized to be issued. The
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Sugar Development Levy Order is therefore a statutory instrument under the Sugar Act,

No. L1 of 2024.

\rVhere the proposed statutory instrument is iikely to impose significant costs on the

community or a part of the community, Section 5 of the Act requires the regulation

making authority to prepare a regulatory impact statement about the instrument prior to

the enactment of the instmment.

7. PUBLIC PARTICIPATION

Legal requirements relating to public participation and consultation

Article 10 of the Constitution of Kenya enumerates the National values and principies of

governance that informs public service including the law-making processes. It mandates

any public institution making any law to undertake public participation before enacting

and implementing any public poliry decision or law.

Article 232 of the Constitr-rtion of Kenya provides the values and principles of public

service. It requires the involvement of the people in the process of polirymaking and

participation, transparency and provision to the pr,rblic of timely and accurate

information.

With regard to the subsidiary legislation making process, the Statutory Instruments Act,

CAP 2,{ requires that the regulation-making authority to make consultations before

making the stahltory instrument in question and in particular where the proposed Order

is likelv to have a direct, or a substantial indirect effect on business or restrict competition.

The Act provides that in determining whether any consultation that was undertaken is

appropriate, the regulation-making authorify shall have regard to all relevant matters,
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including the extent to which the consultation:

a) drew on the knowledge of persons having expertise in fields relevant to the
proposed statutory instrumen! and

b) ensured that persons likely to be affected by the proposed statutory instrument

had an adequate opportunity to comment on its proposed content.

The Statutory lnstmments Act further requires that the persons to be consulted should

either directly or by advertisement through representative organizations be iirvited to

make submissions by a specified date, which should not be less than 14 days or be invited

to participate in public hearings concerning the proposed instrument.

The Process of public consultation

The Cabinet Secretary in consultation with KSB prepared a draft Order in Decemb er 2024

which was subsequently publicized on the KSB website on 8,t'January 2025. Further, the

CEO published a notice in the newspapers inviting the public to submit comments on the

proposed Sugar Development Levy Order, 2025, as outlined in the draft gazette notice

within 14 days. The comments and written memoranda were to be submitted via email

to info@ksb.eo.ke.

On 6't'January 2025, the CEO sent out ietters to all Sugarcane Farmers Organizations

communicating itinerary for the public participation on the proposed Order. On 9,r.

January 2025, the CEO sent updated letters communicating the itinerary for the public

participation on the proposed Order.

The said correspondences from the CEO contained the following-

i. a statement summarizing the Levy Order;
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ii. ways in which the documents relating to the Ler.y Order shall be

accessed;

iii. invitation for the public to submit written comments or representations;

iv. mode of conducting public participation;

v. venue, date, and time; and

vi. Contacts of KSB.

KSB in collaboration with the Ministry of Agriculture and Livestock Development

undertook the proc'ess of public participation from L3th January to L8'h January 2025 in1,5

regions across the country aimed to engage diverse stakeholders, including farmers,

millers, importers, traders, researchers, and members of the public.

The forums were open to all members of the public who desired to participate and were

ailowed to contribute personally or through representatives.

In conducting the public participatioru KSB ensured that:

a. All participants, including their representatives and all respondents, were

courteous, respectful, and civil during public ParticiPation Processes.

b. Freedom of expression was limited to the subject matter.

c. All reasonable measures were taken to facilitate the participation of persons with

disabilities in the forums.

d. The languages used were widely understood by the Persons present at the

forums
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4.

5

The Board will collect the levy directly

or through an appointed agent, as

outlined in the Act.

l0

Imported sugar levy higher

than l6cally produced

sugar levy

a
1

Confirm whether the LevY

will affect VAT

calculations for sugar

irnports

Responded

VAT is levied on the composite CIF

value plus all applicable levies including

SDL

Exempt manufacturers Responded

SDL is a consumer levy and not directly

imposed on manufacturers but on

domestic sugar and imported sugar as

specified in the Act.

Levy should not be

collected by KRA
Not adopted

6

Levy imposed on imports

should be increased to

15%

Not adopted
The percenta-=e is fixed at a maximum of

4o/o as provided by the Act.

8

Payment directly to Kenya

Sugar Board (KSB)

instead of customs entrY

Not adopted

The Board "vill collect the levy directly

or through an appointed agent, as

outlined in the Act.

Levy to start at ZYo instead

of 4Yo
Not adopted

Stakeholder in put acknow I edged

hor,vever, the levy to retained al4Yo at

this initial stage with roorn for

adjustment in future as the industry

stabilizes.

Not adopted

The stakeholder proposal is against the

National Treatment Principle for

international trade.

I Remove the term "aqent"

in levy remittance

provisions

11 Not adopted
The term "a-eent" is provided tbr in the

Act.
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in turn inform the decision makers since the cost of government action should be justified

by its benefits before action is taken.

However, given the nature of this development levy and the available information, the

costing will be qualitative. The task of comparing the benefits and costs associated with

the proposed Levy Order and determining whether, and to what extent, there would be

a net benefit associated with its adoption is an onerous one
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Tablel: Benefits and Costs arising from the new features of the Sugar Development
Ler.y Order, 2025

S.No Category Benefits Cost

1 Support of cane

farmers

Enactment of the Sugar

Development Levy will
lead to stabilization of the

farmer's incomes through

better yields and possibly a

higher cane prices

Adjustments in farming

practices to align with any

new industry standards

proposed by KSB and Kenya

Sugar Research and Training

Institute might require initial

investment

2. Sugar industry

development

The Sugar Development

Levy will provide funding

for research and innovation

in sugarcane cultivation

and processing. Further, it

will help in Infrastructure

improvements and

developments in sugar-

producing areas

KSB will incur an

administrative costs for

collection and management

of the levy.
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l Decent work &

Economic

Growth

t

Ihe funds appropriated

From this fund to the sugar

industry has a potential for

iob creation in farming and

processing. It also has a

potential for increased

value addition for local and

export markets.

The realization of the

benefits from the increased

efficiencies and yields
resulting from utilization of
the levy will lead to a
reduction in the cost of
production and hence lower
consumer prices

At the beginning the

implementation of the levy

will likely lead to increased

consumer prices for sugar

thus affecting purchasing

POwer.

4. Efficienry and

Potential

The Sugar industry has a

potential to become self-

sufficient and competitive

If the funds collected are not

used effectively as stipulated

in the law, then it will be

inefficient as money may be

appropriated to less

productive entities and

activities.
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5. Environment and

Health

It will encourage sustainable

farming practices hence

reducing negative

environmental impacts.

Imposition of the levy has a

potential for health benefits

through better sugar

quality control.

There are costs associated

with implementing and

monitoring sustainable

production

practices.

6. Risks and

Challenges

Increased transparenry in

the use of funds could lead

to a greater public trust and

support for the sugar

industry.

Ihere will be costs associated

with setting up and

implementing structures to

ensure transparency and

Accountability in levy
collection and management.

Regulatory Impact Assessment on tlu Sugar Danlapment Isrry Order,2025

Consideration of Alternatives to the Sugar Development Levy Order

This section considers whether the proposed Order is the best form of govemment action.

The Statutory Instruments Act, CAP 2A requires a regulator to carry out, early in the

regulatory process, an informed comparison of a variety of regulatory and non-

regulatory poliry measures, considering relevant issues such as costs, benefits,

distributional effects and administrative requirements.

The options considered under this section are the following:
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Option one: Maintenance of the Status Quo

Maintaining the status quo means failing to operationalize the provisions of Section 40(1)

of the Sugar Act, No. 1,1, of 2024. This would amount to an affront to the gains made by

the enactment of the Principal Act into law.

Option two: Administrative measures

Use of administrative measures to implement Section a0(1) of the Sugar Act, No. lL of

2024 would be against the letter and spirit of Article 20L and 209 of the Constitution of

Kenya. Notably, Section 40 (1) requires that the Cabinet Secretary makes a Sugar

Development Levy Order being the instrument to enable collection of levies.

Option three: Enacting the Sugar Development Levy Order, 2025

The enactment of the Sugar Development Levy Order provides benefits to the sugar

industry, farmers, and the broader economy as enunciated under Section 40 of the Sugar

Act, No. 11of 2024.
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Impact andyeie of the Optione

Table 2: Regulatory and non-regulatory options

Il

i

1. Cane farurers

continue to face

drallenges without
additional support
or development

initiatives from the

state.

9*"
farmers

The cane farmers

might not receive

dear or equitable

benefits from
administrative

actions.

The cane fa::rner receives

direct benefits through cane

development funds,
Potentially increasing

productivity and income.
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3 It stimulates economic

activities through job

creation, infrastructure

development, and

industry growth.

It supports broader

economic goals like

poverty reduction and

sustainable agricultural
practices and methods.

2. Sugar

industry

This would lead to

continued

inefficiencies and

lack of industry

development.

There would be no

new funding for

factory, research,

or cane

development.

This might lead to

an adhoc or

inconsistent

implementation,

potentially

worsening the

issues the sugar

industry is already

grappling with.

It provides a well-

structured funding for

industry development,

research, and

infrastructure.

I

Economy There are no

immediate

economic benefits

from sugar sector

revitalization.

This would result

potentially into
missed

opportunities for

The Economic

gains and benefits

are uncertain due

to the lack of

structured

funding.

This would create

uncertainty and

disorder that lead

to confusion or
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job creation and

economic growth.

legal challenges

affecting economic

stability.

4 Consumers Sugar prices

would remain the

same, however,

high prices might

persist due to

inefficiencies.

There is a potential

for uneven or

unexpected price

changes if the levy

is applied

inconsistently.

ilTegulatory lmpact Assessment on the Sugar Dnelopment Loty Order,2025

It is likely to lead to an

increase in sugar prices,

but with potential long
term benefits in quality and

sustainability of sugar
production. The realization
of the benefits from the

increased efficiencies and
yields resulting from
utilization of the levy will
lead to a reduction in the

cost of production and
hence lower consumer

prices
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Preferred Option

Based on the above analysis, it is ciear the third option (enacting the new Sugar

Development Levy Order, 2025) is the preferred option. The benefits and impact of

enacting a new Sugar Development Levy Order by far outweigh any estimated cost of its

implementation. The other two options have diminished or no impact in addressing the

problems outlined above.

5 Legal

framework

It violates the legal

provisions under

the Sugar Act, No.

71. of 2024

It undermines the

legislative

Progresses.

It contravenes

constitutional

principles on

taxation and public

finance

management.

There is a risk of

potential legal

disputes over the

legality of levy

collection.

This is compliance with

legal frameworks,

ensuring transparency and

accountability in levy

collection and
disbursement.

It aligns with the spirit of

the Sugar Act and

constifutional requirements
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9. CONCLUSION

Based on the above analysis, the foliowing matters are apparent:

a) Regulatory-Making Authority and the legal mandate: Section 40(1) of the Sugar Act,

No. 11 of 2024, empowers the Cabinet Secretary in Consultation with the Kenya Sugar

Board(KSB) by order in the gazette, to impose a levy on domestic sugar not exceeding

four per centum of the value and a four per centum of CIF value on imported sugar

to be'knolvn as the Sugar Development Levy. The Cabinet Secretary and KSB

therefore have the required legislative powers to propose the Sugar Deveiopment

L"ry Order, 2025.

b) Requirements of the Statutory Instruments Act: Section 5 requires a regulation

making authority to conduct public consultations and drawing on the knowledge of

Persons having expertise in fields relevant to the proposed statutory instrument; and

to ensure that persons likely to be affected by the proposed statutory instrument have

an adequate opportunity to comment on its proposed content. Sections 6 and 7 require

that a RIA should be prepared where a statutory instrument is likely to impose

significant costs on the community. The RIA must contain certain key elements

namely:

a) a statement of the objectives of the proposed legislation and the reasons,

b) a statement explaining the effect of the proposed legislation,

c) a statement of other practicable means of achieving those objectives,

including other regulatory as well as non-regulatory options;

d) an assessment of the costs and benefits of the proposed statutory rule and

. of any other practicable means of achieving the same objectives; and

e) the reasons why the other means are not appropriate.
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The RIA structure requirements have been fully met. Public consultation requirements

have been fully adhered to.

c) Other existing legal frameworks: The draft Sugar Development Levy Order, 2025

proposes to promulgate a new legislation. It is in harmony with other laws making

its implementation more effective.

d) The draft The draft Sugar Development Levy Order, 2025 as drafted is clear,

consistent and comprehensive enough to cover all matters.

1.0. RECOMMENDATION

In view of the above conclusions, it is recommended that the Sugar Development Levy

Order, 2025be approved and adopted.

11. ANNEXURES

L. The draft Sugar Development Order, 2025

2. The Sugar Act No.11 of 2024
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Regulatory Impact Assessment on the Sugar Dez.telopment Leay Order,2O2S

EXECTITI\rE SUMMARY

This Regulatory Impact Assessment (RIA) is a policy tool whose purpose is to examine

and measure the likely benefits, costs and effects of the proposed Sugar Development

Levy Order, 2025 pursuant to Sections 6 &7 of the Statutory Instruments Act, CAp 2A. It
examines the impact on the establishment of a Levy Order whose *ri., obiective is to

I

impose a levy on domestic sugar and imported sugar in Kenya. The Order is aimed at

streamlining collection of levy imposed on domestic sugar and imported sugar in Kenya.
I

This RIA is dividqd into,L1. parts as follow;-
I

Part 1 is the Introduction which outlines the Regulatory Making Authorify and its legal

mandate. Additionally, it delineates the requirements of the Statutory Instruments Act in

drawing a Regulatory Impact Assessment.

Partz of the RIA captures a statement of the purpose and objects of the proposed Sugar

Development Levy Order, 2025.

Part 3 of the RIA outlines the salient features of the Sugar Development Levy Order. It
gives a general summary of the provisions of the Order.

Part 4 provides a historical background on the imposition of a levy on domestic sugar

and imported sugar in Kenya.

I

Part 5 of the RIA dives into background and context of imposition of Sugar Development

Levy 
t

Part 6 speaks to th6 pohcy and legal framework for the proposed Sugar Developtnent

Levy Order,2025

l lPage



I
I

I
t
i
i

{

I
I
I

t

I
I

:l
:l

I

:l
if
I
I

'l
a

I
I
I

ri
ri

l
I

il

i
I
I

:i

i
I

]i

I

'l
Regulatfiy t^por, erressment on thc Srtgar Deoclqtrnent L'etty Order' 2O25

part 7 is on the consultative Process adopted to develop the rua' rt otates the initial

consullative process and other engagernents with experts, agencies and general public'

part g of"tlrc RL\ is a cost bc.ciii .rrr.ill'.', :l ,l , ";'il.:, Llr.rctl:;ts ,f in:pl.menting the

proposed ord.er against the benefits of what the proposed order are anticiPated to bring'

It also justifies why the regulatory option is appropriate'

Part 9 is the condusion.

Part 10 is the recommendations on the option to adopt'

Part 11is the annexures-

* l-.1 -' 
I
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I. IN I I(UDUC'I ION

Rr3lrlrtory-lt{rLlnj Autlrorlty rnd ttr. Lelrl l\rrtrd.t.

Kenya Sugar Board (KSB) is a body corporate with perpetual succession and a common
aeal establlshed under section 3 of the Sugar Act, No. 11 of 2024. KSB plays an integral
role in regulation, development and promotion of the slrgar influstry,. Additionally, it
coordinates the activities of value chain actors within the industry and facilitates

I

equitable access to the benefits and resources of the indust ry by all interested parties.
I

KSB plays a critical role in consumer protection by monitoring and regulating the

domestic market with a view to identifying any distortio4 in the sugar marke,t and
advising the Government and interested parties on any corrective measures to be taken.
KSB facilitates Ag'ricultuie by establishing linkages with other govemment agencies and
research instihrtions to enhance quality assurance and research and facilitate flow of
research rii'aings to the interested parties as well as providing advisory services to

Srowers, out-grower instifutions and millers. KSB parficipates in the formulation and
implementation of overall policies, plans and programs of work for the development of
the industry. It promotes and encourages the use of environmentally friendly

technologies in the sugar industry.

KSB in collaboration with the.county govemments, implements an equitable mechanism

for the pricing of sugar crop and appropriation of proceeds from the"disposal of the
byprod,ucts of sugar production between millers and growers as stipulated in the

guidelines. Further, in consultation with the county governments, it formr:|ates

guidelines on an efficient, safe and economical transportation of sugar, sugar crop and

disposal of unutilized by-products.

a
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I . |,-L :-^t^--^r:^- t^ -,^-^-^*^KSB plovides a.n important platform for dissemination of market information to Srowers

anct millers in that it gltlrers and disseminates rnarket information on regional and global

srrpply chain clynanrics for thr: beneiit of stakeholders.

KSIJ also plays an important rolc in trade where it registers and licenses sugar and jaggery

rrrills, e-\p61[g.r, importers ancl clraitrrs as we]l as ettforces and nrotritors,conlPliance r'viih

sta.r-lapds along the sugar value chain. ln doing this, it contributt's to the Kenvatr

Econonry every year more.than trventy (20) billion shiltings in revenue' The passage of

the sugar Act, No. L1 of 2}zl,introducing the sugar Development Levy, aims to alleviate

the financial strain on the sugar sector by providing dedicated funding, which was

previously drawn from the industry's orvn earuings' 
I

Section 40 (1) o(the Su.gar Act prrovides that the Cabinet Secretary shall in consultation

with the Board, by order in the gazctte, inrposc a levy on domestic sugar not exceeding

four per cenhrm of the value and a four per centtrtr of CIF value on imPorted sugar to be

known as the Sugar Development Levy. Further, the Order shall provide the time at
I

which any amount payable by way of the levy shall become due. In consideration of the

above, the Cabinet Secretary in consultation with KSB has prepared the draft Sugar

Development Levy Order, 2025 (prctposed Or:der). This is a statutory instrument which

sceks to boost and streamline the collection of levy on domestic sugar and imported

su8ar.

Requi*ements of the Statutory Instruments Act

The Statutory Instruments Act, CAP 2A is the legal framework governing the conduct of

RIA in Kenya. Sections 6 and 7 require the regulation-making authority to PrePare a RIA

about an instrumept if a proposed statutory instrument is'likely to imposdsignificant

costs on the community or a part of the community, prior to making the stdhrtory
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hrstrurnent. 'I"he Act further sets out certain key elernents that must be contained in the

IRIAinter alia-

(a) a statement of the objectives of the proposed legislation and the rdasons;
(b) h staternent explalnlng ttte effect of the proposed legislation;

(c) a statement of other practicable means of achieving those objectives,

including other regulatory as well as non-regulatory options;

(d) an assessment of the costs and benefits of the proposed statutory rule

and of any other practicable means of achieving the same objectivds; and

(e) the reasons why the other means are not.appropriate.

Section 5 of the Act requires a regulation-making authority to conduct public

consultations drawing on the knowledge of persons having expertise in fields relevant to

the proposed statutory instrument and ensuring that persons likely to be affected by the

proposed stafutory instrum€nt are given an adequate opportunity to comment on its

proposed content. The Cabinet Secretary, Ministry of Agriculture and Livestock

Development undertakes public consultations and prepares this Regulatory Impact

Assessment (RIA) in partial fulfilrnent of the requirements of the Statutory Instrufients

Act.

Regulatory Impact Assessment

RIA is a systematic poliry toolused to examine and measure the likely benefits, costs and

effects gf new or existing regulation. It is an analytical report purposed to assist decision

makers- As an aid to decision making, RIA includes an evaluation of possible alternative

regulatory and non-regulatory approaches with the overall aim of ensuring that the [nal
selected regulatory approach provides the greatest net pubtic benefit. Typically, the

structure of a RIA should contain the following elements: title of the proposal, the
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objective"and intended effect of the re8ulatory policy, an evaluation of the poliry Problem'

I ^^t ^c ^II rl-.air imnantq dicfrihrltion. results
consideration ot alternative oPtions, assessment of all their impacts distributiory results

of public consultiition, comPliiln.e sl|alt-qies, and l)roccsses for monitoring and

evaluation.

IUA is Ltsually c,nclucted befOr:e .r llc\\' $o i'L'rllllicnt rcgulatiotr is introclrrced to provide a

detailecl and systematic appraisal of the potential impact of a new regulation in order to

assess whether the regulation is likely to achieve the desired obiectives. RIA promotes

evidence-based policy making as new regulations typically lead to numerous impacts

that are often difficult to foresee 
t

From a societal yiewpoint, RIA shoulcl confirm whether or not u p'opo'"d regulation is
I

welfare-enhancing, in that, the benetits will surPass costs' RIA therefore has objectives of

improving understanding of the real- world impact of regulatory action, including both

the benefits and the costs of action, integrating multiple potiry objectives' improving

transpa renry and consu ltation; and enh an cin g Sovernmen tal accountabilify'

2. PURPOSE AND OBIECTS OF PROPOSED SUGAR DEVELOPMENT LEVY

ORDER,2025

Scope

The scope of the ProPosed Order is as follows-

a) Prescribe levy, payable on don"restic Sugar and imported sugar;

b) Collection of Development Levy; aud

c) Remission of the Development Levy'

Objective

The Proposed Order aims to enumerate provisions to give effect to Section 40(1) of the

SugarlAct.
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Specifically, the implementation of the Sugar Development Levy Order is intended to-
a) Specify the amount of levy imposed on domestic sugar and imported sugar
b) Identify who collects the levy imposed on domestic sugar and"irnported

taaraf

c) Stipulate the time when levy imposed on domestic sugar and imported
sugar will be due.

3. AN OVERVIEW OF THE PROPOSED ORDER: SALIENT FEATURES OF TFIE

SUGAR DEVELOPMENT LEVY ORDER I

I

This overview is'intended to assess whether the proposed Order is clear, consistent,
comprehensible, and comprehensive enough to address the identified problem. The rules
should be understood by persons likety to be affected by the proposed order, and to that
end KSB has taken steps to ensure that the text and structure of the proposed order are
as clear as possible. 

I

The structure of the proposed Sugar Development Levy Order is as follows:

1,- Citation

, 2- Impositionof developmentlevy
3- Collection of levy
4- Payment of levy

4. HISTORICAL BACKGROUND ON THE IMPOSITION OF A LEVY ON

DOMESTIC SUGAR AND IMPORTED SUGAR IN KENYA.

The history of Sugar Development Levy can be traced through various legislative and

administrative interventions over the years. Some of these interveprtions have resulted to

inefficiencies in the administration of this levy. I

l

The Kenya Sugar Authority Ot'der, 7973 (Cap. 318) established the Kenya Sugar Authority

to promote and foster the effective and efficient development of sugarcane for the
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production of white sugar in Kenya; and advise on the rules and regulations necessary to

enable the effective and efficient functioning and development of the bugar industry- In

I r' i . I t: r -J rI-^ I/^---^ C.-^^-
tlrc 1.Jar z00r;, the parliament elractecl the Sugar Act which establishe-d the Kenya Sugat

I3oard, a successor to the Kenya Sugar Authrlrity wlrich was resPonsible for rc'gtjlating

the sugar industrv.

Tlie objects of the Act were to promote the sugar irrdustry, coordilrtrte industry activities,

and ensure equitable access to industry resources.It provided for the development of the

sugar industry, including the regulation of sugarcane cultivation'
I

However, the Sugar Act was repealed by the Crops Act, 2013. The Crops Act sought to

streamline agricultural regulations by integrating the oversight of variotts croPs,

including sugarcane, under a single legislative framework. Consequently, this led to sirift

from a dedicated sugar board to the Agriculture ancl Food Authority (AFA), which was

I

given broader responsibilities for regulating the agricultural sector'

Although, the Act intended to increase efficiency in gains in management of the sugar

sector, the same were not realized due to issues which included a [ack of a Board of

Directors, operational inefficiencies, and financing challenges comPounded by the

revocation of crop levies in 2016.

I
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The Sugar Directorate under the AFA faced many challenges that led. to it becoming

ln aa..tlv. .n'a ln,rrftolrnt. Ar r rourlt, pnrr:lrc Eu6at eotnpantes were unable tO pay

farmerg there was increased production costs, decline in land under sugar cultivatiory

decline in research and trainings, decline in cane development and productivity

enhancement and decline in factory development and rehabilitation. " t

As a result of thesb inefficiencies, Parliament enacted the Sugar Act, No. 7l of 2024which

re-established the Kenya Sugar Board and conferred it with the mandate among others

of collection of the sugar development levy. The levy is to be imposed on the dopestic

sugar and imported sugar. It allows a levy of up to four per centum on domestically

prod'uged and imported sugar which is to be primarily used to support the development

of the Kenyan sugar industry.

Further, the Act provides that the levy collected by the KSB is allocated to various areas

such as fafoV development, cane development, research, dnd industry infrastructure.

The funds are to be distributed as follows: 15"/o towards factory development and

rehabilitahon,'1'57o allocated to sugarcane-producing regions on a pro-rata basis based on

production capacity for infrastructural development and maintenan ce; 10o/o for the

administration of the Board; andlo/" to the functions of sugarcane farmers'organizations.

Cane farmers will benefit from 40% to cane development and L5% to factory . I

rehabilitation, to boost productivity, develop infrastructure and directly support cane

farmers across rrgu.-producing regions.

The Kenya Sugar Research and Training Institute will benefit from 15% of the

development levy, empowering the institute to advance research and improre t alrring

standards. This ingestment in knowledge and skills aims to strengthen Kenya's
t"

Competitiveness in both local and global sugar markets.
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5. BACKGROUND AND CONTEXT OF IMPOSITION OF SUGAR

DEVELOPMENT LEVY

I'olicy IEac[<ground

united Nations sustainable DeveloPment Goals (sDGs)

Goal I-' adclresses the eraclication of hlrnger. C)ne of the PurPoses of tire Sug;rr

Deveropment Levy is the stabilization of the sugar industry wrrich the resultant effect ol

is increase of incomes for smallhol,Jer farmers involved in sugarcane farming hehce the

reduction of poverty in rural areas in the sugar catchment areas'

Goal 2 aims at ending hunger, achieving foocl security and improved nutrition and

promoting sustainable agriculture. Fifteen (15) per centum of the development levy has

been designated for advancement of research and improved traini.g of the stakeholders

in tl-re sugar sub-sector. sustainable agriculture will be realized through the development

of drought-resistant sugarcane

practices.

varieties and the adoption of climate smart farming

Goal3 addresses decent work and economic grorvth. It entails achieving higher levcls of

econo4.ric productivity through diversification, technological upgrading and innovation'

This levy is intended to support the growth of the sugar industry which will lead to fob

creation, improvecl wages, and overall better working conditions for those employed in

the sugar sub-sector. Additionally, the funds fronr the levy will be used in the factory

development such as modernization of strgar rnills, and improved processing technology'

which will result in the sector's increased contribution to national GDP' I
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Goal4 .leals witir builcling resilier-rt infrastructure, promotion of inclusive and

sustainable industrialization and fostering of innovation. The Levy willbe used to finance

upgrades or establishment of infrastructure like better roads in the sugarcane catchment

areas, irrigation systems, or processing facilities that will not just benefit the cane farmers
but also the broader agriculfural sector.

Goal5 addresses issues of climate change and its impact. Part of the funds from t\e levy
tl

will be used in research on better agricultural practices that reduce the carbon footprint
of sugar production, like bioenergy from sugarcane by-products (bagasse). In dorng so,

the levy will be supporting climate action.

These ideals are achievable with enhanced production where developnient levy plays a

criticalf role in supporting the sugar industry. The Proposed Order is intended to support

the sugar industry which will in effect power the manufacfuring sector hence increase

contribution to the national GDp.

Africa Agenda 2053

One of the key aspirations of Africa Agenda 2063 is " A Prosperous Africa, based on Inclusive

Growth and Sustainable Deaelopment". One of the goals under this aspiration is

Transformed Economies whose priority areas are:

Sustainable and inclusive economic growth

science Technology and Innovation (srl) driven Manufacturng I
t1

Industrialization and Value Addition

Economic diversification and resilience

Technology and innovation is considered a key driver of the manufacturing sector. KSB

and Kenya Sugar Research and Training Institute will need to continirously develop
I

a

a

a
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standard'sinlinewithdevelopingtechnologies.Thisexercisecomeswithacost

implication which the Proposed Ord'er seeks to address'

Kenya's,Vision 2030

I r r ., r^- .J-:.,;r-- flro nnrtntrv tO a Stobally
,r,hc Visi'rr iderrtifies,ranulaciuri*g as l, !<l'1' r:ne.bk'r for rlrivi.e the country to a globalll

con-rpetitive and prosperous country r,vitir a rrigri quality' of life by t'e year 2030' 1''f re goal

is to generate an ad,ditional KES. 30 billion to GDP by producing consulner goods that

compete with imports. This is achievabre through research which part of the development

levy is intended for'

The Kenya National Trade Poliry' 2016

The policy outlines its mission as to facilitate Kenya's transformation into a competitivc

export led economy, enhance regionar i.tegration and. widen participatiop irr both

domestic and international trade' It enumerates one of its objectives u' t'"ution of an

enabring environment for trade and investment to thrive. KsB will play a critical role by

enhancing the production of sugar uPon utilization of the development levy'

Domestic Context
I

KsB plays a central role in consumer protection and trade facilitation. sugar f)evelopment

Levy order is a key component in fina,cing KSB activities.-.It sets out the provisions th'rt
I

specify the amounts of levies payabre to KSB or its agents for domestically prodtrcetl a^d

imported sugar. For ari effective model, the Sugar Developrhe.t Levy Order shcluld have

Iegal status and shourd be capable of enforcement so that all nrillers and persons involvod

in the sugar industry can fully comply with it'
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lgara ED-9rba...ar.1l L.e, cr.a-t -ir.oa.a-r ar-art rr-rLar arat nxa.rt.lar..4crr ..s,.a lrilprrrt('(
sugar which should be remitted to KSB at prescribed timelines. This levy supports KSB
activities' hence, facilitation of trade and protection of health and safety of consumers and
stakeholders' Fuither, the sugar Development Levy order as read together with section
40 of the sugar Act, 2024 provides general information as rvell as specific information
such as the purpose of the clevelt-rpment levy and penalties imposed for failure to pay
levies among others.

5. LEGAL AND POI.ICY FRAMEWORK FOR THE PROPOSED SUGAR

DEVELOPMENT LEVY ORDE& 2o2s

An evaluation of the legal and policy framework related to sugar Derielopment Levy
order ls intended to answer the question whether there is a legal basis for developing the
proposed Order' It is also intended to bring out the context and legal environment within
which the proposed Order is teing developed.

statutory instrument proposals should be structured so that all regulatory decisions
rigorously respect the principles of the rule of law, that ig there must be exflicit
responsibility demonstrating that a proposed Statutory Instrument is authorized by the
respective Act of Parliament and is consistent with the Constitution as well as any treaty
or international convention obligations that Kenya has acceded to.

In additioru a ProPosed stafutory Instrument must complement other Iegal requirements
and be in statutory harmony with the entire statute book.
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oo

(-orrsti tutional basis

,\i[iclc 4,2,iLIre Crrrrstitr-rtio. .[ Ke.ya colrfers every person with the Rieht to a clean and

l:,..1 tli). 1,t-lvll.r)iulletrt. Ihis Protects i'iis,,, tt\r'ii Juli''ii're-"rnd pr''rcticcs tli'r[ ilre harmfttl

srrci.r ;-ls en'rissions of sugarcane lvaste itl rivers or emissiotls Of,'Carb'n in the air' The

;l;,.'r,i,,ilrtrr,rt,L ier,'1'wtii itejlr iir i'rctUiy tlcrulvp;nr:lit lhlll "r'ill 
see to this right being

t

g,"l"ri";itrtecd to all Persolls'

Article 46 of the Constitution of Kenya , 2O7O lras robust provisions on consulner

protection. All consumers have a right to quality good's'and services' access to all

information necessary to derive fult benefit of the goods and services; and protection of

their health, safety as well as that of the environment'

Articre 207 0fthe Constitution has robust provisions on the principles of public finance

which are enumerated as follows:

a. there shall be oPenness and accountability, including public participation in

financial matters;

b. the public finance system shall promote an equitable society, and in pa"rticular-

i. the burden of taxation shall be shared fairly;

ii.revenueraisednationallyshallbesharedequitablyamon8nationaland
countY governments; and

iii. expenditure shall promote the equitable development.of the country,

I . ^, t. - .,--- *^r-r*^ --oniaI rrrnwision for marqinalised groups and flreas
I l..trrai.rg by making special provision for marginalised grouPs and preas

iv. exPenditure shall Promote;

,c'theburdensanc{benefitsoftheuseofresourcesandpublicborrowingshallbe
shared'equitablybetweenpresentandfuturegenerations;and

d. public money shall be used in a pnrclent nnd ro"ponSible way'
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/lrllala loa -, llar rEla..ralltral{ta{ a}Htr.i-}a atA! 6rrlr}rrl lr}a}rtiitatal t- a.-Lr.Il ffifJ frt r}
duty while Artiile 210'requires that any tax or licensing fee.imposed, waived, orlvaried
is provided for iri a Legislation.

Sugar Act, No. 1l of 2024

section 4 of the sugar Act provides the mandate of the KSB incltrding regulation,
development and promotion of the sugar industry

Section 40(1) of the Sugar Act empowers the Cabinet Secretary in consultation.with KSB
to publish an order known as Sugar Development Levy in the Gazette on the imposition
of a levy on domestic sugar not exceeding four per centum of the value and a four per

centum of CIF value on imported sugar. The order is to prescribe the collection and
payment of levy. It ought to prescribe the date the levy will be due.

Public Finance Management Act, CAp 412,4.
I

The Act defines "national Sovernment revenue" to mean all taxes imposed by the national
Igoverrunent under Artides 206(1)(a) and (b) and, 209 of the Constitutiory excluding

county govemment revehue. I

Sugar Development levy is therefore considered a national government revenue in the
context of the Act. The Act further requires that public finances are managed according

to the principles laid down in the Constitution.

Statutory Instruments Act, CAp 2A

The Act defines a statutory instrument to mean any rule, order, regulatiory {irectiory
form, larrtf. of costs or fees, letters patent, commissiory warr€rnt, proclamatioru by-law,
resolutiory guideline or other statutory instrument issued, made or established in the

execution of a power conferred by or under an Act of Parliament under which that

n' - '" 'statutory insfrument or subsidiary legislation'is exprhncly authorirol{ tb br {rr'od. Ttrd
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sugar Development Levy order is therefore a stahrtory instrument under thl Sugar Act,
No. 11 of 2024

Where the propr-rsed statuior.,\, in.;tr-ulnt.nt is likell, to intpose significant costs on the
(romrnunity or a part of the comnrunity, sectior-r 5 of the Act requires the regfulati.n
n: rl'ini; ':rr-:tl:Orlt1' to PreParc a reg,r,rlal.rri1,'irrrpact statcrnent aborrt t6e iirstrumenl prior to
tlre e:lactrnent of the instrumelrt.

I
PUBLI7 C PARTICIPATION

Legal req"uirements relating to pubric participation and consurtation

Article 10 of the Constitution of Kenya enumerates the National values and principles of
Sovernance that informs public service including the law-making processes. It mandates
any public institution making any law to undertake public participation before enacting
and implementing any public policy decision or law.

Article 232 of the Constifution of Kenya provides the values and principles of public
service' It requires the involvement of the people in the process of polirymaking and
participation, transparency and provision to the public of timely and accurate
information.

I

with regard to the subgidiary legislation making process, the statutory Instruments Act,
CAP 2^$ requires that the regulation-making authority to make c.onsultations before
nraking the statutorv instrumet'rt in qtrestion and in particular where , the proposecl orcler
is likely to l-ta"e a direct, or a substantial indirect effect on business o r restrict competition.

The Act p'rovides that in determining; rvhether any consultation t6at was u.dertaken is
appropriate, the regulation-making authority shall have regard t, all relevant matters,
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including the extent to rarhich the consultation:

a) drew on the knowledge of persons having expertise in fields relevant to the
proposed statutory instrument; and

b) ensured that persons likely to be affected by the proposed statutory instrument

nua ,n adequate opportunity to comment on its proposed content.

The Statutory Instruments Act further requires that the persons to be consulted should

either directly or by advertisement through representative organizations be invited to

make submissions by a specified dgte, which should not be less than 14 dayso. L" invited

to participate in public hearings concerning the proposed instrument.

The Process of public consultation

The Cabinet Secretary in consultation with KSB prepared a draft Order in Decemb er 2024
"l

which was subsequently publicized on the KSB website on 8hfanuary 2025. Furthdr, the
I

CEO published a irotice in the newspapers inviting the public to submit comments oln the

proposed Sugar Development Levy Order, 2025, as outlined in the draft gazette notice

within 14 days. The comments and written memoranda were to be submitted via email

to info@ksb.go.ke

On 6ft Janrfary 2025, the CEO sent out letters to all Sugarcane Farmers Organizations

communicafing itinerary for the public participation on the proposed Order. On 9ft

January 2025, the CEO sent updated letters communicating the itinerary for the public

participation on the proposed Order.

The said correspondences from the CEO contained the following-

i. a statement summarizingthe Levy Order;
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u. ways in which the documents relating to the L.r.y order shall be

accessed;

ilt. invit"rtitln [t-rr' []rr: Pribli.: ltl stiL,iirii i.,,rirlerr ctrmments a-,. ."1r.*iur-rrrlrir.,r,

mode of conducting public participation;

venue, datc, and timc; ancl

Contacts of KSB.

iv.

\t

vl

KSB in collaboration with the Ministry of Agriculture and tivestoek Development
underpool the process of public participation from 13,r,Januay to lga January ZO2Sin 16
reglons across the country aimed to engage diverse stakeholders, including farmers,
millers, importers, tradert researchers, and members of the public.

The forums were oPen to all members of the public who desired to participate and were
allowed to contribute personally or through representatives.

In conducting the public participatioru KSB ensured that:

a' All participants, including their representatives and all respondents, were
courteous, respectful, and civil during public participation processes.

b. Freedom of expression was limited to the subject matter. . r

c' All reasonable measures were taken to facilitate the participation of perstns with
disabilities in the forums.

d' The languages used were widely unclerstood by the persons present at the
forums
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The following approaches and methodologies were applied during the stakeholder

consultation process:

Physical meetings

Letters

Emails

Kenya Sugar Board website

Publishing in local dailies

Analysis and feedback

The forums provided an opportunity to gather insights, address concerns, ana tfula
consensus around dre implementation of the levy. The matrix below captures stakeholder

feedback gathered during the public participation forums conducted. It presents the key

issues Jaised, the recommendations adopted and the responses provided by the Board.

a

a

a

a

Stakeholder Comment Action Taken Justification

I
A fixed rate of 400 USD

instead of a4o/oLevy
Not adopted

The rate is stipulated in the Sugar Act

No. I I of 2024, which prescribes a

percentage-based levy.

2. Levy to be reduced to lYo Not adopted

Stakeholder input acknowledged

however, the levy to retained at 4%o at

this initial stage with room for

adjustment in future as the industry

stabilizes.
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fl

3

4

will aflbct VA't'
qilculations fbr sugar

inrpons

VA'l- is levied on the composite CIF

value plus all applicable levies including

.rt,/r,

Responded

Confirm whcther the Levy

I I ::cmpt nrlnufirc t ril.er.:; Rcspondcd
inrposed on manulacturcrs but on

domcstic sugar and importccl sugar as

specified in the Act.

SDL is a consumer levy and not directly

5
Levy should not be

collected by KRA
I

Not adopted

The Board will collect

or through an appointed agent, as

outlined in the Act.

the levy directly

6.
thould be increased to

t5%

Levy imposed on imports

Not adopted
The percentage is fixed at a maximum of
4Yo as provided by the AcL

8

ayment directly to Kenya

Sugar Board (KSB)

instead of customs entry

P

Not adopted

collect the levy directly

or through an appointed agent, as

outlined in the Act.

The Board will

9
I-evy to start at 2%o inslead

of 4o/o
Not adopted

however, the levy to retained at 4o/o at

this initial stage with room for

adjustment in future as the indus"try

stabilizes.

Stakeholder input acknowledged

than"locally produccd

sLrg,ar levy

t0

Imported sugar levy higher

Not adopted

proposal is against the

National Treatment principle for

international trade.

The stakeholder

ve the term "agent"

in levy remittance

pr,lvisions

ll
Remo

Not adopted
The term "agent" is provided for in the

Act
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t2 Reduce levy to 3o/o Not adopted

Stakeholder input acknowledged

horroyltl ttrr lcvy to rctlincd et 49,1r rt
this initial stage with room for

adjustment in future as the industry

stabilizes.

13
Increase levy above 4o/o to

benefit farmers
Not adopted

The percentage is fixed at a maximum of

4o/o as provided by the Act.

l4

Increase allocation

percentage for factory

rehabilitation

Not adopted The Act has appropriated the levy

l5
Imports to attract l0olo

levy
Not adopted

The percentage is fixed at a maximum of

4Yo asprovided by the Act. ' ,

t6
SDL should 6e increased

to 7Yo
Not adopted

The percentage is fixed at a maximum of

4Yo as provided by the Act.

t7
SDL should even be

higher at6Yo
Not adopted

The percentage is fixed at a maximum of

4o/o as provided by the Act.

l8

Proposed 2o/owhich
revenue is approximated at
Kshs. 2940,000,000 which
is basically enough revenue
to run operations by the
Kbnya Sugar Board (KSB)

Not adopted

Stakeholder input acknowledged

however, the levy to retained at 4Yo ut

this initial stage *ith rooEn for

adjustment in future as the industry

stabilizes.

l9
Apportionment should be

issued on a pro-rata basis.
Not adopted

This is a consumer levy and the fund is a

pool for the sugar industry. Pro-rata

allocation applies to infrastructure under

Section 40(6Xd)

20

How will the fund take

care of defaulters mostly

the state-owned sugar

mills?

Responded
The Act under section 40 (5) provides

for action to be taken on defaulters. 
,

I
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]'he SDL manual should

include issues to do with

disbursement, penalty and

apportionment

2t

22

f 'hcrc werc oonocurs by.

private millers that the

money may be used to bail

out thc state-owned sugar

mills and the millers

needed assqrance.

I

liegulatory Impact Asscssment on thc Sugar Daaelttqrrnant l.czty Order, 2025

i^

Noted
Thc SDL ntanual will provi,-l;

accordingly

Noted

The SDL manual will provide guidelines

for disbursement of the funds in

accordance with the law " I

The feedback from these forums demonstrated an overwhel*i.g endorsement of the

proposdddevelopment levy, with stakeholders emphasizing its potential to advance the

growth and sustainability of the sugar industry. It is.worth noting that some stakeholders,

particularly importers who represent a minority within the sugar value chain, expressed

a preference for the levy to be implemented in a graduated manner or replaced with flat-

rate fees. Their feedback was carefully noted and acknowledged, underscoring the

Board's commitrnent to inclusivity and open dialogue.

8. COST- BENEFIT ANALYSIS

The' analysis of tlre expected costs and benefits of the proposed Order in this part seeks to

dJlilv\,t:i llii-: clur-stion rvhtther {h,'l:r,irrrfii ' ,i,,'ir:'tlrr- i''rojected eosts T'hi> wou]dlenable

KSB to estimate'the total expected cost and benefit of every aspect of the Order. This will
I
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tn rt}i,.i t?lt!t*q..l+tt;ttli..#l|t .fii+lixf, it*.nr,ira;..i!(li^.il.tiril,lsftrir$i.r0tiHirt rtqQ,trAr,iirr.f{Ioli. -,. .., ". .

by tta benefits before action is taken.

l'|$rGvQ!, Era'cn file nature of eds dorelopment levy and the available information, the

costing will be qualitative. The task of comparing the bmefits and costs associated with
the proposed Levy Order and determining whether, and to what extent, there would be

a net benefit associated with its adoption is an onerous one
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TableL: Benefits and Costs arising from the new features of the Sugar Development

Levy Order,2025

Adjustments in farming

practices to align with anY

new industry standards

proposed by KSB and KenYa

Sugar Research and Trlining

Institute might require irritial

investment

".,r.ti:e.ti-{.;.-"r"'.-r' :.l.'. I',"

ffif***'"'n
Support of cane

farrners

KSB will incur an

administrative costs for

collection and management

of the levy.

Peng"{,i1g.,r,'S: ji' r:" :',. .iir . i'l,i

Enactment of the Sugar

Development Levy will
lead to l;tabili;ration of thcr

farnrer's incomes throu gh

better yields and possiblY a

higher cane prices

The Sugar DeveloPment

Levy will provide funding

for research and imovation

in sugarcane cultivation

and processing. Further, it

will help in Infrastructure

improvements and

developments in sugar-

uclng areas

Sugar industry

development
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this fund to the sugar

ustry has a potential for

ob creation in farming and

tential for increased

alue addition for local and

realization of the

from the increased

ting from utilization of
Ievy will lead to a

and hence lower

It also has a

rt markets.

and yields

in the cost of

plementation of the levy

likely lead to increased

affecting purchasing

prices for sugar

and Sugar industry has a

to become self-

and competitive.

the funds collected are not

effectively as stipulated

the law, then it will be

as money may be

ve entities and

to less
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ent and

th

It will encourage sustainable

farming practices hence

rc.lu.i;tg trcg.rtivc

environnlental impacts.

Irnpositiotr o[ thc levy l,as a

potential for health benefits

through better sugar

quality control.

fhere are costs associated

with implementing and

rnonitoring sus ta ir rable

production

practiccs.

6
I

I

Risks and

Challenges

transparency in

the use of funds could lead

a greater public trust and

upport for the sugar

ustry

will be costs associated

ith setting up and

mplementing structures to

re transparency and

lify in levy
and management.

Il.eilulntury Irnprcl rlssessment on tlrc Sugnr Daat'lolttrtt:ttt l'ruy Ordar,2025

Consideration of Alternatives to the Sugar Development Levy Order

This section considers whether the proposed Order is the best form of govemment action.

The Statutory Instruments Act, CAP 2A requires a regulator to carry out, early in the

regulatory process, an informed comparison of a variety of regulatory and non-

regulatory policy rneasurgs, considering relevant issues such as costs, benefits,

d ist'ributional effects and administrative requirements.

I

The options considered under this section are the following

I
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Option one: Maintenance of the Status euo

Maintaining the status quo means failing to operati onalize the provisions of Section 40(1)

of the Sugar Act, No. 11 of 2024. This would amount to an affront to the gains rnade by

the enactment of the Principal Act into law.

Option two: Administrative measures
I

Use of administrative measuies to implement Section a0(1) of the Sugar Act, No.l11 of
2024 would be a$ainst the letter and spirit of Article 201, and 209 of the Constitution of

Kenya. Notably, Section 40 (1) requires that the Cabinet.Secretary makes a Sugar

Development Levy Order being the instrument to enable collection of levies. I

option three: Enacting the sugar Development Levy order,2025

The enactment of the Sugar Development Levy Order provides benefits to the sugar

indusfry, farmers, and the broader economy as enunciated under Section 40 of.the Sugar

Act, No. 11 gf 2024. '
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Impact analysis of the Options

'fable 2: Regulatory and non-regulatory options
.\.7.:':tr.1 :': i.

1

casure$
.'i. ,' ;i , o,..l.ltiii

Cane

farmers

ane farmers

tinue to face

Ienges without
ditior-ral support
development

tiatives from the

The cane farmers

might not receive

clear or equitable

dnrinistrative

otls

ts from

cane farmer receives

benefits through cane

evelopment funds,

roduitivity ancl income

ally incredsing
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2. Sugar

industry

This would lead to

continued

inefficiencies and

lack of industry

development.

Jhere would be no

new funding for

factory, researdr,

or cane

development.

This might lead to

an adhoc or

inconsistent

implementatioru

potentially

worsening the

issues the sugar

industry is already
grappling with.

It provides a well-

structured funding for

industry devplopment,

research, and

infrastrucfure.
I

3. Economy There are no

immediate

economic benefits

from sugar sector

revitalization.

This would result

potentially into
missed'

opportunities for

The Economic

gains and benefits

are uncertain due

to the lack of

structured

funding.

This would create

uncertainty and

disorder that lead

to confusion or

It stimulates economic

activities through job

creatiory iffiastrucfure

development, and

industry growth.

It supports broader

economic goals life

poverty reduction and

sustainable agricultural
practic6s and methods.
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job creation and

economic growth.

Iegal challenges

affecting economic

stabrlity.

4. Consumers Sugar prices

would remain the

same, however,

high prices might

persist due to

inefficiencies.

There is a potential

for uneven or

unexpected price

changes if the levy

is applied

inconsistently.

It is likely to lead to an
increase in sugar prices,
but with pdtential long
term benefits in quality and
sustainability of sugar
production. Jhe realization
of the benefits from the
increased efficiencies and
yields resulting from
utilization of the levy will
lead to a reduction in the
cost of production and
hence Iower consumer
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Preferred Option

Based on the above analysig it is clear the third option (enacting the new Sugar

Development Levy Order, 2025) is the preferred option. The benefits and impact of

enacting a new Sugar Development Levy Order by far outweigh any estimated cost of its

implementation. The other twg options have diminished or no impact in addressinp the

problerns outlined above.

5. Legal

framework

It violates the legal

provisions under

the Sugar Act, No.

1.1. ot2024

It undermines the

legislative

Progresses.

It contravenes

constitutional

principles on

taxation and public

finance

management.

There is a risk of

potential legal

disputes over the

Iegality of levy

collection.

This is compliance with

legal frameworks,

ensuring transparenry and

accountability in levy

collection and

disbursement.
I

It aligns with the spirit of

the Sugar Act and

constitutionut r.qLi."ments
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9. CONCLUSION

Based on the abuve analysis, the following mattel's are apparent:

a) Regulatory-Making Authority and the legal mandate: Section 40(1) of the Sugar Act,

N9. I1 of z}z4,empowers the Cabinet Secretary in Consultation with the Kenya Srrgar

Board(KSB) by order in the guzette, to impose a lcr,'y on domestic sugar not ex;eeding

four per centum of the value and a four per centum of CIF value on imported strgar

to be known as the Sugar Developmcnt Levy. The Cabinet Secretary and KSB

therefore have the required legislative powers to proPose the Sugar Development

Levy Order, 2025.

b) Requirements of the Statutory Instruments Act: Section ,5 requires a regulation

making authority to conduct public consultations and drawing on the knowledge of
I

persons having expertise in fields relevant to the proposed statutory instrument; and

to ensure that persons likely to be affected by the proposed statutoryinstrument have

an {dequate opportunity to comment on its proposed content. Sections 6 and 7 require

that a RIA should be prepared where a statutory instrument is likely to impose

significant costs on the community. The RIA must contain certain key elements

namely:

a) a statement of the objectives of the proposed legislation and the reasons,

b) a statement explaining the effect of the proposed legislatiory 
t

c) a statement of other practicable means of achieving those objectives,

including other regulatory as well as non-regulatory options;

d) an assessment of the costs and benefits of the proposed statutory rule and

of any other practicable means of achieving the same objectives; ind

e) the reasons why the other rneans are not appropriate"

I
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Th. BlA. .&lrGb.i. t..frf,tcnrrrrtn tatrlr(l bccn hrtry m(}t. ?lrt tle egnstrltatton requlrgments

have been fully adhered to.

c) Other existing legal frameworks: The draft Sugar Development Levy Order, Z02S

ProPoses to promulgate a new legislation. It is in harmony with other laws making
its implementafion more bffcctivc. 

I

d) The draft: The draft Sugar Development Levy Order, 2025 asdrafted is clear,

consistent and comprehensive enough to cover all matters.

10. RECOMMENDATION

In view of the above conclusions, it is recommended that the Sugar Development Levy

Order, 2025be approved and adopted.

I

11. ANNEXT,JRES

1. The draft Sugar Development Order, 2025

2. The Sugar Act No.1.1 of 2024

,.:.

I
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