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PREFACE

;Vr. Speaker, 5ir

On Friday,25'h. November,2011, the Committee held a meeting with the Ministry e;
Agriculture in which issues regarding the high cost of sugar were raised. Due to great
interest in the matter. the deliberations were not concluded.

ln the subsequent meetings on Thursday. I't December, 2011, and Thursday. 8th

December, 2011, the Committee had lengthy deliberations with the Ministry of
Agriculture and in which the Chief Executives of all the Sugar Millers, as the major players

in the sugar sector, were in attendance.

The details of the evidence and discussions that proceeded are explained in this report. lt
emerged that the shortage of sugar has been occasioned mainly by decline in production
experienced in all the factories as result of extreme drought conditions which affected the
growth and development of cane. To the extent that factories are now harvesting
irnrnature cane aged between 13-15 months. instead of cane at18-24 months which ideal
for crushing.

The high cost of production has also impacted negatively on the farmers' ability to invest
in good agronomic practices to achieve high yields of cane. This has also been
compounded by unavailability of sugar from imports from COMESA and other sugar
producing countries.

It also emerged that the high prices achieved in the markets resulting from the shortage
were explained as due to the actions of some of the unscrupulous retailers to reap huge
profits by escalating the costs of the commodity. According to the millers the retail cost
should not have exceeded Kshs. l5O per Kg. but which have reached over Kshs.200 per
Kg.

At the conclusion of the deliberations, the Committee recommended that all the Millers
be i55us( with permits to import a maximum of 275,OOO tonnes of sugar from non-
COMfSe countries in the next four (4) months based on their proportions of their
Proqluction capacities. This was determined based on monthly consumption estimated at
65'OOO tonnes of sugar.The four months period was calculated to coincide with the
estirqul.6 time taken for the cane to reach maturity from the current age of l3 months.
Duri n* the period. the Millers would be expected to close down milling operations
exca p1 where the cane has reached its maturity.
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In presenirng this report, the Committee would like to record its apprecration atrd

gralrlude to the Mrnister for Agriculture and the Millers for the open discussions tl-rat

helped the Committee to understand the dynamtcs in the sugar production and

availability in the markets. The explanations given helped to shed light on the current

shortage and high sugar prices reacheci in the local and international markets.

The Committee wishes to sincerely thank the Offices of the 5peaker and the 6;srk of the

Nafional Assembly for the necessary support and services extended to the Members to

enable the Committee execute its work and to compile the report.

I thank all Members of the Committee for their sacrifice and commitment in the work of

the Committee. and special thanks to the secretariat staff of the National Assembly for

their dedication in making the work of the Committee easily accomplished'

Mr. Speaker. 5ir,

On behalf of the Committee. I now have the honour and pleasure to present this Report

and Recommendations to the House for considera n and adoption

0
Thank You

\J.^f,
5igned

(HON. J

CHAIRPERSON

N M. MUTUTHO, MP)

ri

\?th ?T tl
Date.
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I.O INTRODUCTION

ol. The Departmental Committee on Agriculture, Livestock and Cooperatives is one

of the twelve Departmental Committees established under Standing Order No.

198 of the Kenya National Assembly Standing Orders with the mandate and

functions:-

i) to investigate, inquire into, and report on all matters relating to the

mandate, management, activities, administration, operations and estimates

of the assigned Ministries and departments;

ii) to study the programme and policy obiectives of the Ministries and

departments and the effectiveness of the implementation;

iiil to study and review all legislation referred to it;

iu) to study, astess and analyse the relative tuccest of the Ministries and

departments as measured by the results obtained as compared with its
stated objectives;

u) to investigate and inquire into all mattert relating to the assigned Ministries

and departments as they may deem necessary, and as may be referred to

them by the House or a Minister: and

vi) to make reports and recommendations to the House as often as possible,

including recommendation of proposed legislation.

02 The Terms of Reference of the Departmental Committee of Agriculture, Livestock

and Cooperatives are stated in the Second Schedule of the Standing Order 198 (2),

as follows:

l) Agriculture

2) Livestock

3) Fisheries Development

4) Cooperative development

5) Production and Marketing

The sugar sector falls in the Ministry of Agriculture which the Committee exercises

oversight role over in executing its mandate function. Consequently it constitutes a

subject item in the domain of the Committee.

4
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04. The Committee comprises:-

l. The

2. The

3. The

4. The

5. The

6. The

7. The

8. The

9. The

10. The
ll. The

Hon.
Hon.
Hon.
Hon.
Hon.
Hon.
Hon.
Hon.
Hon.
Hon.
Hon.

John M. Mututho, MP (Chairperson)

Lucas Chepkitony, MP (Vice Chairperson)
Benson Mbai, MP
(Dr.) Victor Munyaka, MP
John D. Pesa, MP
(Dr.) Erastus Mureithi, HSC, MB5, MP
(Dr.) Robert Monda, MP
Frederick Outa, MP
Evan Akula, MP
(Dr.) Mohammud 5irat, MP
Benjamin Washiali, MP

05. The recent sugar shortage and its consequent escalated consumer prices have
raised concern among the publics. Subsequently, the Committee in its own motion
pursuant to Standing Order 198 (3)(e) which explains the function of the
Departmental Committees is 'to investigate and inquire into all matters relating to
the assigned Ministries and departments as they may deem necessary, and as may
be referred to them by the House or a Minister', resolved to inquire into the
matter.

06 The Committee therefore invited and held several meetings with the Ministry of
Agriculture to deliberate on the causes of the recent sugar shortage and the high

consumer prices which have continued to prevail in the Markets. The
representatives of the management of all sugar millers (both private and
Government-owned) participated in the deliberations.

07 This Report contains the findings of the Departmental Committee regarding the
deliberations on subject matter of the investigation. ln compiling the Report, the
Committee relied on the evidence received at Parliament Buildings and no field
visit was undertaken. The Committee had earlier in 2009 visited sugar growing
areas and sugar factories when it conducted public hearings and compiled its
Report on 'Committee's Hearings on the Challenges Facing the Sugar Sector in
Kenya' which was debated and adopted by the House early this year, 2011.

Subsequently, the challenges faced in the sugar sector were still fresh with the
Committee and only focused on the inquiry into the high cost consumer prices of

5
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sugar which now retail at over Kshs. 200 per Kg compared to Kshs. 80-ll5 per Kg

year.

2.O THE SUGAR PRODUCTION IN THE COUNTRY

l0

According to the Ministry of Agriculture, Kenya's sugar production capacity is

estimated at 530,000 metric tonnes against consumption demand estimated at

78O,0OO tonnes. There are currently nine (9) sugar factories involved in sugar

production, namely Chemetil, Muhoroni, Mumias, Nzoia, South Nyanza, West

Kenya, join, Kibor, and Butali. New investments are being developed at Kwale

lnternational Sugar Company, proposed Tana lntegrated Sugar Project, Trans'

Mara Sugar Company and Sukari industries to upscale production.

According to the Kenya Sugar Board (KSB), sugar production has increased over

the years. lt stood at 377,438 tonnes in 20Ol and rose to 523,552 tonnes in 2010,

which reflects a growth capacity of 39 per cent. At the same time, sugar

consumption rose from 630,055 tonnes (2001 figures) to 772,731 tonnes (2010

figures).

This has meant that Kenya has to import sugar to bridge deficit. However the

world faces sugar deficits which have contributed to price volatility. Most sugar

produced (7Oo/o) is consumed in the producing countries while the residual (30%)

is traded at the international market which is also being threatened with increasing

demand in markets in Asia, especially in lndia and China.

II

12. According to the Ministry of Agriculture (MOA), sugar production, sales and

closing stocks have tended to take cyclical swings every year based on weather

conditions, availability of sugar imports, political situations, policies and

interventions, and world sugar prices. These factors were stated to be volatile and

unpredictable.

According to the Report of the Departmental Committee on Agriculture, Livestock

and Cooperatives (2OlO), it explained that the globalization now taking place

around the world and emergence of trade blocs through integration initiatives,

non sugar factors among them multilateral trade regimes and preferential

arrangements have emerged as strong determinants of world market sugar prices.

The determinants are however region specific and not necessarily a reflection of

global supply and demand for the commodity.

13.
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15.

16.

Currently sugar production in the country is rain-fed and extreme weather
patterns have worked to affect production. The introduction of sugar production
under irrigated farming in the coastal regions and areas where insufficient rainfall
has impeded crop growth means that expected gains are foreseen in Kenya.

With reference to the sugar production in 2011 which has laid ground to the
present suSar crisis in terms of availability and high prices, the trend in production
figures presented at Table I help to illustrate the drastic decline in production from
between months of January to September, 2011.

Table I showing sugar production (in tonnes) by sugar companies in the period,
J anuary-September, 201 I

Source: Ministry of Agriculture (2011)

A comparative figures fortotal production for the 2010 and 2Oll years during for
the months of January to September in all the factories reveal of the decreased
production in 20ll compared to 2010 except for the Nzoia and South Nyanza
factories (see Table 2 below). The decline in sugar production has especially been
felt in the Nyando and Western sugar belts.

Statistics further indicate that total sugar production in the Country has registered

a mere 0.60/o increase in the two years, with 373,745 tonnes and 376,112 tonnes
being achieved in 2010 and 2011. respectively.

7

Factory Jan Feb Mar April May June July Aug Sept
Chemelil 3.539 3,583 2,478 3.304 2,293 1,495 1,181 290 326

Muhoroni 4,O53 4.O50 3,700 2,597 'r,609 1,017 946 600 768

Mumias 23,615 20,595 ?4,855 22,757 18,752 13,946 3,937 7.O92 9,932

Nzoia 6,885 6,618 6.736 5,588 6,051 4,358 4,939 6.676 254

South

Nyanza
6,593 5,397 5,308 5.240 6,6s9 6,691 5,322 6,727 5.722

West

Kenya
5,848 6,783 5.657 7,572 7.285 6,132 4.295 't,873 3,O45

Soin 165 167 135 183 t07 55 59 50 57

Kibos 4.275 3.776 3,973 2.720 1,810 1,234 1,473 1,050 1,583

Butali N/A N/A N/A N/A 4,553 3,888 2,732 1,702 489

TOTAL 55,974 52,069 53.842 52,061 49,r30 38,815 25,884 26,060 22.276

17.



Table 2 showing the total sugar production per factory for two years,

Jan-Sept, 2010 and Jan-Sept, 20ll

Factory Jan-Sept 2011 Jan-Sept 20lO

Chemelil 18,489 26,O18

Muhoroni 19340 22,960

Mumias 145,581 150,117

Nzoia 49,216 45,718

South Nyanza 57,659 35,707

West Kenya 49.491 55,385

Soin 978 1,150

Kibos 21,994 25,591

Butali 13,354 N/A

TOTAL 376,112 373,745

Source: Ministry of Agriculture (2011)

3.0 SUGAR SALES

The total sugar sales in the period between January and September 20ll were

379,210 metric tonnes compared to 370,582 metric tonnes achieved during the

same period in 2010 (see table 3 below). This reflected an increase of 2.3o/o in

sugar sales in 2011. The increase in the recorded production and sales could be

mainly attributed to the commissioning of the Butali Sugar Company towards the

end ofJanuary 2011.

18.

19. Statistics by the Ministry of Agriculture on the data on closing sugar stocks indicate

that the sugar held by the factories at the end of September 20ll amounted to
858 tonnes compared to l5,l5l tonnes during the same period in 2010. This

represented a94o/o decrease in the stocks held and which has been attributed to
low sugar importation in 2011.

8



Table 3 showing sugar sales (in tonnes) in the period,
Jan-Sept,2010 and 20ll

Factory Jan-Sept 20ll Jan-Sept 2010

Chemelil 18,764 25,749

Muhoroni 19,950 22.300

Mumias 138,732 158,096

Nzoia 52,634 46,520

South Nyanza 59,711 35,275

West Kenya 51.'t86 56,249

Soin 990 1,127

Kibos 24.588 25.266

Butali 12,645 N/A

TOTAL 379,21O 370,582

Source: Ministry of Agriculture (2OII)

20. Statistics also indicate that the Kenya imported brown sugar amounting to 8,580
tonnes in the period between January and October 2011, compared with 102,033

tonnes during the same period in 2010, which reflects a 9Oo/o reduction. A slight

reduction was however observed with regards to importation of refined white
sugar used for manufacturing where a drop of 13o/o was registered when, between

January and October, 2011, a total of 89,295 tonnes was imported compared to
96,400 tonnes in 2010 (see annex l).

21. The sugar importation is meant to bridge deficits while it is also directed at

supplementing local production. lt should be noted however that only residual

sugar at international market is available for importation since most of the sugar is

consumed in the producing countries even if those countries grow the crop for
commercial purposes.

4.O THE SUGAR SHORTAGE AND HIGH SUGAR PRICES: Meeting with the Minirtry
of Agriculture and the Sugar Millers

22. To gain an insight into the sugar shortage which recently characterized the market

and which has contributed to the current high sugar prices, the Committee held

two meetings with the Ministry of Agriculture and the Chief Executives of all the

9



sugar factories in the country. The meetings were held at Parliament Buildings on

Thursday, lil December, 2011, and Thursday, 8th December, 2011.

23. On both occasions, the Committee heard explanations given for the shortage of
sugar and its current high prices, as follows:-

l) That, the effects of burning of seed cane during the post election violence

in 2OO7/8 had a destabilizing action on cane development programmes in

the sugar growing areas.

2) That, the rainfall patterns have not worked in favour of cane development.

The effects of severe drought in the 2OO9/1O period adversely affected the

seed cane development meant to replace the ones destroyed in the post-

election violence period. The weather patterns have also become erratic

due to global climatic changes.

3) That. there existed inability by new sugar millers to develop their cane,

particularly in Nyando Sugar Belt, leading to serious competition for
existing cane resulting in haphazard harvesting regimes and supply crunch

4) That, the poor operational performance of the Parastatal Sugar Mills, such

as Chemelil and Muhoroni Sugar Mills, leading to over mature cane due to
delayed harvesting, and delayed payments which have forced farmers to
supply canes to other millers and Kibos (private miller) in particular.

5) That, unavailability of mature cane for crushing in most sugar belts has

contributed immensely to the reduced production, as a result of
explanations given in (i) and (ii) above.

Most factories were reported to be crushing immature cane at 13-15

months, instead of 18-24 months.

The Committee noted that the harvesting of immature cane in production

was worrying since so much cane would go to waste without any value in

contributing to sugar content.

6) That, the Sugar Companies lacked adequate surface area under cane

commensurate to their milling capacities. For example Mumias Sugar

Company which commands uP to 49 o/o of the market share has

10



51,413.398 hectares under cane against the ideal surface area of 60,000
hectares, with majority of its crop age ranging between 2months and 16

months and a harvesting age of between l4-l5months.

7) That, there was shortage of sugar for import from the regional and
international market due lucrative prices offered in Asia (especially China
and lndia) and EU countries.

8) That, adverse weather conditions in some of the major world sugar
producing countries, such drought experienced in the south of Brazil and
frost experienced in China worked to reduce the supply and increase

demand at the international market.

9) That, the reforms in the sugar regime being implemented in the EU

countries has resulted in the region becoming a net sugar importer and

consequently its attractive offers made to the net exporters within the
Africa and Caribbean-Pacific (ACP) countries. For example Swaziland who
previously formed the bulk of Kenya's sugar importers seized the
opportunity to gain from price boom at the international markets.

10) That, the procedures for vetting and clearance of sugar importers are

unnecessarily lengthy and this caused delay in the process of registration of
sugar importers.

ll) That, the delays in registration process have made the manufacturers to
incur high costs in clearing their imported sugar and especially in respect of
refined sugar used for production processes. They are therefore slow to
undertake the importation activity but to purchase from local sources.

12) That, due to the gap between sugar production and importation which
experienced dramatic drop in 2O1O/11 and compounded the supply crunch

of the commodity, the sugar prices consequently and naturally skyrocketed
in a demand-supply phenomenon.

I3)That, as ln July, 2011, out of a total of 26 applicants who applied for table
sugar importation, 23 was still pending while l3 had been declined; and 38

applicants had been approved for registration to import refined rugar,

while I declined and 3 were still pending.

lt



According to the Kenya Sugar Board (KSB), the delay in processing

registration process for importers included:-

(i) lengthy procedures in the engagement with other relevant arms of
the Government;

(ii) inadequate feedback mechanism on reasons behind decline of delay

in registration from the parent Ministry of Agriculture;

(iii) high costs incurred by importers and manufacturers at the Port of

Mombasa due to delays in the clearance of goods, coupled with the

slow registration processes.

14) That, the prices of both cane and sugar have continued to increase with no

signs of a reverse trend in future. For example the cane prices increased

from Kshs 2,600 per tonne to Kshs 4,500 per tonne between November

2010 and November 201'l across in all milling companies (see annex 2).

The prices increases move with the cost of production which is higher in

Kenya compared to other producing countries, and so the consumer prices

must also move in tandem.

l5) That, the escalating cost of electricity, fuel, fertilizers, packaging materials

and other consumables has increased the cost of production by 40olo which

has worked to impact on the consumer price of sugar.

However the 'true' consumer price of consumer based on the prevailing

circumstances was estimated at Kshs. 115 per Kg based on the pricing

formula.

The current market price of over Kshs 200 was therefore a distortion by the

retail markets to want to make huge profits and therefore exploitative.

According to the millers their recommended prices should not be more

than Kshs. 150 per Kg, based on indicative prices at annex 3.

15) That, the land tenure system where members of a family continue to

subdivide land proves a major challenge in the declining trends in sugar

production and promoting quality of cane, and leading to problems of
cane payment formula.

12



l7) That, sugar cane production suffers a bleak future in the face of
contractibility due to competition from food production and other cash

crops. The out-grower farmers are shifting to food crops due to high
production cost of cane and this is expected to impact negatively on future
cane availability and its consequent sugar prices if intervention measures are
not implemented to counter the trend.

l8)That, even when imported sugar fetched low prices at the countries of
origin due to efficient processes, they are priced similar to the local sugar
levels by the importers and retailers in pursuit of profiteering.

l9) That, cane production in the Nyando Sugar Belt is under threat owing to
encroachment into nuclear sugar estates by the Provincial Administration
determined to construct the Muhoroni District headquarters which it had
requested land acreage of 30 acres belonging to Chemelil Sugar company
Ltd (see annex 4), and that a further buffer zone of 50 metres be set

between the Chemelil Sugar farms and the District Headquarters (see annex
5). The dispute continues to remain unresolved and was stated in the
process of being filed in Court by Chemelil Sugar Company.

20) That, the declining trends in cane production and availability by
Chemelil and Muhoroni had been occasioned by poaching of their cane by
the Kibos Sugar whose construction of weighbridge at Awasi and the on-
going one at Chemase have become strategic incentives for Kibos to attract
farmers' cane destined to Chemelil and Muhoroni due to reduction in
transportation cost.

21) That, although Kibos had been licensed to crush cane capacity of 500-800
tonnes, it operations had increased its crushing capacity in excess of 1000
tonnes. This was explained indicated apparent impunity by the Kibos

management to harvest cane it had not even invested in its growth and
development in the area.

22)That, the general dramatic rise in costs of consumer price of sugar had been
attributed to inoeased operational costs of running old mills at parastatal

factories; escalated cost of electricity, fuel, cane and other consumables:

and harvesting of immature cane which has drastically reduced recoveries

drop from l0 tonnes of cane to I tonne of sugar to 25 tonnes of cane to I

13



24.

tonne of sugar. However the prevailing prices of sugar at the market are

reflective of the actual situation.

At the conclusion of the deliberations, the Committee was informed that

privatization of the Sugar Companies was proceeding at very slow pace and which

was creating uncertainties in the sugar sector. The Committee was further

informed that farmers are cane developers than sugar companies but they face

challenges of high cost of farm inputs. The Committee was also informed that

payments to farmers based on the formula defined in the Sugar Act (2001) posed

challenges to the Sugar companies and a source of differential rates per tonne paid

by factories. For example subsidies to farmers in term of inputs could be

considered in the formula, and the crushing of young cane with very low sucrose

content.

5.0 COMMIfiEE'S OBSERVATIONS AND RECOMMENDATIONS

25. Upon deliberating on the submissions received from the Ministry of Agriculture

and Management of the Sugar Milers, regarding the causes of the sugar shortage

and high prices, the Committee now makes the following observations:-

i) There was low sugar production at 376,112 tonnes against rising

consumption which stood at 772,731tonnes in 2Oll. This reflected more

than 507o consumption at exPense of supply by factories. The low

production was explained as due to:-

/ extreme drought conditions experienced in 2OO9/1O season

affected production
./ declining sugar stock levels

r' harvesting of under-age cane

/ inefficient operations due old mills at the factories

/ reducing land for sugar production due subdivision by family

members
/ conversion of land into food crop production by farmers

{ stiff competition for available cane by both the parastatals and

private sugar companies impacted in access to cane by factories

who had invested in the cane development

ii) The closure by all factories for routine maintenance at the same time

worsened the supply of sugar into the market. This was noted to be ill-

l4



advised on the part of the millers to create sudden drop in the release of
sugar into the supply chain.

iii) The inability to import from traditional sugar producing countries due to
growing demand for sugar at regional and international markets was the
other contributing factor. Additionally, sugar fetched high prices in EU

and Asian countries which became attractive for countries within the
COMESA to sell their sugar exports.

iv) The sugar yields had been on the decline due to rising cost of production
occasioned by rising oil prices and other farm inputs, thereby making
farmers unable to engage in meaningful farm production practices.

v) The high cost of consumer prices of sugar was not warranted, since the
millers explained their factory prices had remained constant. After
application of costing formula under the current prevailing circumstances,

the'true price'was found to be Kshs. l15 per Kg. The exorbitant high
prices reached at the markets at over Kshs. 200 per Kg were due to price
distortion by retailers whose objectives was to unduly gain from the
shortage of sugar commodity.

vi) The high production costs incurred by factories have generally led to the
general increase in sugar prices, but not to the levels currently reached in
the market. Although it was explained that Kenya is liberalized economy
where supply and demand forces dictate prices and that is the reason the
supply factor became the issue under discussion, the Committee therefore
still concluded that the sugar traders are to blame for the escalated prices

of sugar.

vii)The 30-acre encroachment of the nuclear estate belonging to the
Chemelil Sugar Company used for cane development by the Provincial
Administration was a characteristic impunity which should stop without
delay until due process was followed.

26. The Committee therefore recommended that:-

l) The Ministries of Finance and Agriculture fast tracked the implementation
of the privatization process of government-owned sugar factories to

15



promote private sector driven modernization and expansion of sugar

factories and help increase their efficiencies.

ln the report of the Committee on 'the challenges facing the Sugar sector in

Kenya', the Committee recommended that the share capital by farmers

during privatization be pegged at 517o. This would act as an incentive for

farmers to boost production and deliver sugar crop to the factories as result

of their ownership.

2) There is urgent need to invest in irrigated sugar farming in ASALs to
increase land acreage under cane production and to move away from rain-

fed farming which is susceptible to changing weather patterns.

3) Review of the cost of production of sugar to make it affordable by the

farmers and factories through subsidy by the C,overnment e.g., through the

use of utilization of portion of Sugar Development Levy (SDF) by the

Kenya sugar Board to subsidize farm inputs and offer credit schemes at

proposed rate at 2olo interest using the sugar crop as collateral. The miller

to which the farmer delivers cane must provide proof of contractual

agreements and which would be enforced to ensure the farmer pay back

the loans.

4) There is need for adequate investments in sugar research to develop

varieties of sugar which are early maturing and high yielding in sucrose

content in order to compete with countries like Mauritius and South Africa

by empowering research and as earlier recommended in the Committee's

report on the sugar sector.

5) The Ministry of Lands fast track its reforms in the land policies regarding

land tenure system to minimize land division by families and which is

impacting on available land size for cane production. Prudent land use

management practices should be worked out, implemented and enforced

to control uneconomical land units under the crop and other farming

enterprises.

6) All the Sugar Millers be provided with licences to import duty-free sugar

(non-COMESA) amounting to a maximum of 275,OOO tonnes

proportionate to their production capacities with immediate effect. The

quantities were arrived at after taking into account monthly consumption

16



estimated at 55,000 tonnes. ln implementing this recommendation, the
Committee would undertake monthly reviews based on reports from the
Ministry of Agriculture, the Kenya Sugar Board and the Millers on the status

of availability of mature cane in the sugar belts with a view to advising on
withdrawal of importation permits at an appropriate time

7) ln implementing the recommendation in paragraph24 (5) above, the sugar

factories to label the recommended consumer prices of both the imported
sugar and locally produced sugar in the packaging material to deter traders
from arbitrarily escalating prices.

8) The recommended price per Kg for the retail markets be placed to a

maximum of Kshs. 130 per Kg, after the millers estimated this price was
indicative price level locally and in the COMESA region.

9) The duty free waiver importation extended to sugar factories to last for
four (4) months between December 20ll and April 2012 during which all
the factories completely shut down operations to allow immature cane to
reach its harvesting age at between 18-24 months. However factories with
mature cane would be allowed to continue operating but with arsurances

that the cane is aged 18-24 months. The period of 4 months was arrived at
after assessment reports by the factories which stated the time required for
the cane to mature.

l0) The Kenya Sugar Board be mandated to oversee the importation of sugar

by the factories and to undertake audit of sugar production to ensure the
country become self-sufficient in its sugar requirements.

ll) The sugar retailers be held responsible and reprimanded for the escalating

cost of sugar prices due to their arbitrary increases and being part of the
schemes to exploit consumers.

l2) The Ministry of Agriculture to build its capacity and intensify farm
extension services to increase the production yields per acre in the
agriculture sector.

l3) The Government supports the development and the expansion of drip
irrigation facilities in sugar production, among other agricultural crop
production developments.

t7



l4) The Ministry of Agriculture and the Sugar factories, especially the

parastatals, work to provide budgets to upgrade and replace the outdated

sugar technologies to achieve competitive efficiency with private sugar

firms in the production processes.

15) The Ministry of State for Provincial Administration and lnternal Security

immediately ceased from further encroachment into nuclear estate

belonging to Chemelil Sugar Company, and that the District Commissioner,

Muhoroni District be stopped from issuing intimidating directives to the

Management of Chemelil Sugar Company relating to safe distances of the

buffer zones until the matter is sorted out by the two parties and the

Mi nistry of Agriculture.

15) Any sugar that has landed at the Port of Mombasa be cleared immediately

into the markets to stabilize prices.

6.O CONCLUSION

27 The Committee finds that the cause of the shortage of sugar was as result of
sequence of events that have culminated in the decreased production of sugar by

factories. These were occasioned mainly by poor weather conditions which

prevailed ln 2OO9/2010 season, crushing of immature cane and low volumes of
imports due to dwindling availability of sugar at traditional regional market

(COMESA), and the high prices of sugar residual international sugar market. These

factors against the backdrop of other factors which have been described in section

4.0 have conspired to wean availability of the commodity at the market outlets.

28. The manifestation of the sugar shortage has created wealth of opportunities for
the unscrupulous retailers to seize it to exorbitantly increase sugar prices to reap

profits from the consumers. The prizes were stated by millers to be beyond their

recommended levels.

29. The Committee therefore concludes that the retailers were responsible for the

skyrocketing sugar prices which must be urgently addressed. The

recommendations which have been proposed in this report need fast tracking to
address the current high sugar prices.

Above all, all sugar millers be issued with licences to import sugar at duty-free

tariffs and their consumer prices be labeled on packages to inform the consumers
30
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of the indicative prices, and that sugar millers, the Kenya Sugar Board and the
Ministry of Agriculture inform the country on imminent shortages in future to
allow for quick interventions to be implemented to prevent recurrence of frequent
crises which allow traders to exploit consumers.

l9
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F THE OF THE COMM
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CONTINENT AL BUILDING. ON TU Y. I3TH DECEMBER 2OII. T IO.OO AM.

PRESENT

Hon. John Mututho, EBS, MP
Hon. Benson l. Mbai, MP
Hon. (Dr.) Victor K. Munyaka, MP,

Hon. Benjamin Washiali, MP
Hon. (Dr.) Robert O. Monda, MP
Hon. Fred Outa, MP

Chairperson

ABSENT WITH. APOLOGY
Hon. Lucas Chepkitony, MP - Vice Chairperson
Hon. John D. Pesa, MP
Hon. (Dr.) Erastus Mureithi, HSC, MBs, MP
Hon. (Dr.) Mohammed 5irat, MP
Hon. Evans Akula, MP

IN AfiEN DANCE:
KENYA NATIONAL ASSEMBLY

Paul Ngetich
Salad 6uyo
Marale Sande
Denis Dindi
John Nganga

Senior Research Officer
Clerk Assistant

Research Officer
Office Attendant
Hansard Officer

MtN.NO.265 /2AL PRELIMINARY

The meeting was reconvened and commenced with a word of prayer at 10.29a.m to
adopt the report on the Sugar shortage and its escalated costs in the Country

MtN.N0.267 /2011 ADOPTION OF THE REPORT ON SUGAR RTAGE AND
ESCAIATE E COU

While giving the highlights of the previous meeting that resulted in several

recommendations on the way forward regarding sugar shortages and escalating prices of
the commodity, the Chair sought to address the issue of pending permits of sugar of
imported sugar at the Port of Mombasa.

The chair further clarified that the report has restricted itself to addressing the issue of
sugar shortages and escalating prices alongside unavailability of mature cane for sugar

production.



As part of the recommendations, the Committee further recommended that the
Government clear and issue permits to imported sugar already landed at the port of
Mombasa to allow the sugar to be release into the market so as to stabilize the prices.

While adopting the report, the Committee was in consensus that strict measures need to
be put in place by the relevant Ministry and regulatory body to discourage immature
harvesting of cane at whatever cost. That indeed, too many players exist in the supply
chain and this has contributed to the actual costed price of sugar at the time of
production to go up unjustifiably.

However, the Hon. Benjamin Washiali, MP, a Member of the Committee and Member
of Parliament for Mumias rose on Standing Order number 8l which states that -A
Member who wishes to speak on any matter in which the Member has interest shalt first
declare that interest". He expressed his reservations on the recommendation relating to
the closure of all milling companies for four (4) months to allow for cane to mature to
the acceptable I Smonths.

Hon. Benjamin Washiali was of the opinion that closure of sugar mills particularly within
his Constituency will have huge implications both economically and socially. According
to the Member, experience has shown that in the 3-4 weeks that the Mumias Sugar
Company closes for maintenance, the period is characterized by increased insecurity in
the sugar belt given that up 10,000 cane cutters among others wholly depend on such
services to the company.

He therefore proposed that-
(i) Milling companies and sugar belts with some percentage of mature cane are

allowed to crush this mature cane. Such milling companies will only be allowed to
import the difference of their allocated quota. This is while mechanisms are put in
place to ensure none of the immature cane is harvested.

(ii) The Ministry of Agriculture to pursue the issue of pricing of cane vis avis the price
of sugar as sold by millers (find a formulae to address the exaggerated sugar
prices) to eliminate farmers from being exploited; a case that has resulted in
apathy among the farmers.

M|N.NO.258 /20fi: ADJOURNMENT

The meeting was adjourned at 12.01 pm to reconvene on Wednesday, l4th December
2011 at 11.00 am.

tSrh ..Urr. hutl
/

Ct^

Chairperson
Signed -----

(Hon. John Mututho, MP)

Date-
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Managing Director, Mumias Sugar
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Chairman, West Kenya Sugar Company

KENYA NATIONAL ASSEMBLY

Paul Ngetich
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Denis Dindi

Senior Research Officer
Research Officer
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John Nganga Hansard Officer

M!N.NO.263 /20il: PRELIMINARY

The meeting was reconvened and commenced with a word of prayer at 3.O5pm to
discuss the measures by the Ministry and way forward on how to manage the sky
rocketing sugar prices and persistent cane shortages across the sugar belts.

MtN.NO.2 64 /2011: MEETING WITH THE M IfiER FOR AGRICULTURE

Setting the basis for the recommendation, the Committee was informed that annual
production of sugar in the country stand at 530,000MT against the annual consumption
of 780,000MT and hence a deficit of 250,000MT annually. lt also came to the attention
of the Committee that the Country therefore requires 65,000MT monthly translating to
26O,O0OMT in the next 4 months.

It became clear that the proposed recommendations were geared towards addressing
two issues;

i. The harvesting of immature cane by all milling companies which the Committee
felt if not urgently addressed is likely to cause collapse to the sugar sub-sector.

ii. the unbearable skyrocketing sugar prices in the Country

The Committee therefore recommended and was agreed as follows;

a) The Country to import duty free sugar from the non-COMESA region for the next
4 Months (totaling to the Country's monthly consumption for the next 4
months)to cover for the monthly consumption in the Country.

b) Sugar mills to close for at least 4 months. To empower the milling companies in
the short term, and bearing in mind that mills will shut down to allow for the
maturity of the current immature cane, l00o/o priority be given to millers to
import the sugar in proportionate to their milling capacities. This will also ensure
unscrupulous dealers are deterred from taking advantage of the situation.

c) The indicative prices once imported sugar free should range between Kshs 130-135
per kilo

d) The retail price is displayed on the sugar packages to avoid exploitation by the
retailers.

The Committee having raised concern about the likelihood of future sugar prices
particularly 4 months after the lapse of the above short-term emergency measures,
recommended that:-

a) The Country should strive to become self sufficient by privatizing the state owned
sugar mills



b) Kenya Sugar Board (KSB) to develop an administrative mechanism to monitor

sugar production as a self regularly mechanism

c) Ministry of Agriculture to support millers on cane development

Documents to be tabled
Ministry recommendations with respect to prices and importation quotas for millers by

Tuesday l3h December, 2Oll at lOam

Mumias sugar report to be sent electronically to the secretariat and a coPy to the

Minktry by Friday th December, 20ll at 5.00pm

MrN.NO.265 /2011: ADJOU RNMENT

The meeting was adjourned at 4.36 pm to on Tuesday, 13'n December 20ll at

11.00 am q
tr-

Signed-------
Chairperson

(Hon. John M o, MP)

ean
Da te---------------
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NO.260 oil PRELIMINARY

The meeting started with a word of prayer at ll.07am with tabling of the following
documents

Docu tabled
Kenya Sugar Board document
Report by Chemelil Sugar Company
Report by Muhoroni Sugar Company

M|N.NO.261 /2011: SUBMISSIONS FROM THE INISTER FOR AGRICULTURE

The meeting commenced with the Committee interested to know the comparison in cane
prices and sugar prices across different mills. The Minister affirmed that even though the
prices of both cane and sugar varied from one company to the other, cane prices
between January and November were on the increase and so were the sugar prices. The
Concern for the Committee however was the disproportionate increment between the
two prices with the price of cane increasing just marginally to the disadvantage of
farmers.

Concerning the challenges facing the millers, the Committee was informed that cane
poaching to unlicensed jaggeries or other millers and underdevelopment of cane
continue to hamper production of sugar across all mills. Additionally, the construction of
illegal weighbridges had further perpetuated illegal cane harvesting. The Committee was
therefore concerned about a lack of a clear harvesting policy framework.

The Ministry also informed the Committee that the cost of production has increased two
fold with Mumias Sugar expressing an increment from Kshs 55 per metric tonnes to Kshs

103 per metric tonne between July and November 2011. lt was also revealed that cane
sugar industry in Kenya is high cost because by its nature is rain-fed thereby compounding
the problem.

The Committee was informed that the scarcity in cane supply was being compounded by
reduced area under cane from 57,000ha to 58,000ha in the case of Mumias Sugar. Land
was said to be lost through subdivision to build homesteads and the migration to
subsistence crops.

The Ministry was explained that despite millers recommending certain prices for sugar,
retailers have failed to implement these prices owing to the forces of supply and
demand. The Committee, concerned about the escalating prices of sugar and the
utilization of immature cane by millers, proposed as follows; That the Minister;

(i) Consider the closure of all milling companies to allow for cane to mature since the
Committee was informed that cane aged up to l3 months is being utilized against
the ideal age of l8 months.



a

(ii) Clarify on the 4o/o levy by Kenya Sugar Board to all millers and why these funds

are not being utilized to stabilize prices as initially envisioned.
(iii)Consult with the Ministry of Finance to waive duty of sugar imported form non-

comesa region thereby allowing millers to import duty free sugar

The Minister acknowledging that indeed there was a problem that requires immediate

attention, shared with the Committee that on several occasions the Ministry of Finance

has failed to reply to the Ministry's request to allow for duty free sugar imports into the

country to ease the shortage and thereby reduce the sugar prices.

Document tabled
Letter from the Minirtry of Agriculture to the Minirtry of Finance urging the latter to
allow for duty free sugar imports for a period of 6 months

The Minister was therefore given time to consult on the above matters and report to the

Committee at 3.00pm for further specific recommendations.

MlN.N0.252 /2011: ADJOURNMENT

The meeting was adjourned at 1.37 pm to reconvene at 3.00pm at the same venue for
further deliberations and

l3th.\r^. }ott
Chairperson. Date

(Hon. John Mututho, MP)
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MrN.NO.250 /2011: PRELIMINARY

The meeting started with a word of prayer at l0.19am

MtN.NO.25l /2011 PRESENTATI ON BY THE MINISTER FOR LTURE



The meeting started with a brief introduction by the Chair. ln his remarks, he decried the
sky rocketing prices of sugar and sought to understand the underpinning factors ailing the
Kenyan sugar industry. He further brought to the attention of the Members, that the
current demand of sugar outstrips supply and the increasing prices of sugar in the
international market has hugely contributed to plummeting supplies in the local market.

While responding to the reasons for drop in sugar production, the Minister was keen to
make the committee understand that, cane shortage was major reason contributing to
the slump in sugar production and hence supply.

The Committee heard that currently, millers have been forced to crush twice the capacity
to produce the same tonnage of sugar owing to use of immature cane with all the sugar
belts experiencing this crisis except for Sony Sugar Company. The Minister however
clarified that the Government was investing in Cane Development in all sugar belts by
disbursing initially Kshs 500Million through Agricultural Finance Development (AFC).

While showing the magnitude of the problem, the Minister shared figures showing sugar
production in respective companies in past ll months. Figures indicated that SONY Sugar
Company experienced a slight reduction in production in November 20ll to produce
3810 MT even though its production patterns across the months showed steady increase.

The decline in November was attributed to poor infrastructure and unpredictable
weather. Other figures given by the Minister showed a slumping production by the
Muhoroni sugar company from 405lMT in January 20ll to 578MT in August and slight
increment in September and October at ll52MT and l845MT respectively.

The Committee heard that the Nyando sugar belt where the said company is located has
in the past year experienced shortage in sugar cane owing to an additional miller, Kibos
who early in the year was licensed to crush 800 MT/per day despite cane unavailability.
Allegations were raised further that the said mill had installed a weighbridge at Awasi
without due process thereby encroaching on cane destined for other millers.

The Minister further informed the Committee that Nzoia Company was the only
Company implementing the Cane Protection Programme, a programme supported by
the Ministry and geared towards protecting sugar from illegal poaching. The decline from
7232MT in January 20ll to 5390 MT in August experienced by the Company was
solemnly attributed to reduced efficiency in mills which has been rectified.

It also became clear to the Committee that Chemilil sugar experienced a similar slump in
production from 3539MT in January of the year in question to 290MT in August and
400MT in October.



t

While explaining the trend, the Minister was dissatisfied by the manner in which the

Company was losing its area under cane to Provincial Administration and the laxity by

the Administration to implement the Cane Protection Programme.

The Minister therefore reiterated that immature cane was contributing to low volumes of
sugar and further increased consumption of the cane.

The Committee was concerned about the laxity in the Provincial Administration in

implementing the Cane Protection Program and the alleged illegal acquisition of nucleus

land meant for cane growing in Chemilil.

With the foregoing the Chair directed that the Minister of internal Security and Provincial

Administration be invited to explain the circumstances behind the illegal acquisition of
land and the inability of the Administration to provide the requisite protection to the

programme meant to deter poaching of cane.

The Minister was further urged by the Committee to consider legislating regulations to
discourage illegal harvesting of cane.

While discussion the contribution of the Mumias sugar Company the Committee took
cognizant of the slump in production by the company from 23,615MT in January to
g,g32MT in September and was concerned about the reasons of the slump.

While concluding the Committee challenged the Ministry to take note and consider the

following:

ll

Develop a policy to countercheck weighbridges to allow farmers to receive value

for their produce.
Working together with the Minister of internal security, investigate the

circumstances under which weighbridges' are allowed to operate illegally thereby

defrauding farrners
Consider increasing research on varieties of cane and soils to increase output
lnvestigate the increase in sugar pricing which as it is now, does not correspond to
the increase in sugarcane prices offered to farmers by millers (value chain analysis

for sugar production.
Proposal, as a regulatory mechanism that weighbridges outside of the millers
jurisdictions be owned by farmers to maximize on the value of the produce.

iii.
iv.

v

Document to table
value chain analysls for sugar production in the different zones

MrN.NO.252 /2ol! ANY OTH BUSINESS
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The Committee was informed of the upcoming workshop on the l5th and l5th December
20ll organized by the Ministry of Agriculture to revise CAp 385.

MIN.NO 53 /2011: ADJOURNMENT

There being no

Chairperson.....

Any Other

ffilK-
ng was adjourned at 1.40 pm

..Date 131h.$o{. ,%))
(Hon. John Mututho, MP)
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CANI PAYMENI DURING IHE MONTHS OT NOVEMBER 20IO . NOVEMBER 2OI I

MONIHS IN 20]
20n

I, CANE PRICES PAID IN THE

MoNTH {KSHS/])

MONTHS IN

20r0-201 1

1. CANE PRICES PAID IN

THE MONTH (KSHS/I)

1. Mumios 3. Chemelil

2. Nzioo 4. Muhoroni

Nov-10 2,978

Dec-10 2.978

Jon-ll 2,960

Feb-ll 2,880

Mor-l I 2,905

Apr-11 2.930

Moy-11 3,r00
Jun-l I 3.1 00

Jul-ll 3,47 4

Aug-l I 4,1 00

Sep-1 I 4,300

Oci-l I 4,300
Nov- I I 4.300

Nov-.l0 2,950

Dec-10 2,950

Jon-l I 2,9sO

Feb-ll 2,950

Mor-l I 2.950

Apr-11 2,950

Moy-l I 3,200
Jun-l'l 3,200

Jul- l I 3.500

Aug-) I 4,000

Sep- l l 4,000

Oct-11 4,000
Nov-ll 4,000

Nov- I O 3,1 48

Dec- I O 3,1 48

Jon-l I 3,1 48

Feb-l 1 3,1 48

Mor-l I 3.1 48

Apr- l 1 3,1 48

Moy-11 3,200

Jun-l I 3,200

Jul- I I 3,200

Aug-l I 3,47 5

Sep-l I 3,A7 5

Oct-11 4.186

Nov-l I 4.186

Nov-l O 3,r00

Dec- I O 3,1 00

Jon-l 1 3,1 00

Feb-l I 3.r00
Mor-ll 3.r00

Apr-l I 3,r00

Moy-11 3,r00

Jun-l I 3,1 00

Jul- I I 3,r 00

Aug-l I 3.100

Sep-1 I 3,r00

Oct-l l 3,400
Nov-l I 3.80O

^l
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MoNlHs tN 20t0-
201 l

]. CANE PRICES PA]D IN THE

MONTH (KSHS/])

5. Soulh Nyonzo
Nov- I O 3,128
Dec-10 3,r28
Jon-I I 3,128
Feb-l I 3,128
Mor-ll 3.128

Apr- I I 3,128
Moy-ll 3.r28
Jun- I I 3,128
Jul- I I 3,1 68

Aug-l 1 3.1 68

Sep- I I 3,r68
Ocl-11 3,500
Nov-l l 4,5UU

6. Kibos

9. Butoli

MONTHS IN

20i0-201 r

1 CANE PRICES PAID IN

IHE MONTH {KSHS/T)

Nov- I 0 2.600

Dec-10 2,600
Jon- I I 2.6m
Feb-l I 2,600
Mor-ll 2,6@
Apr-ll 2,725

Moy-11 2,850
Jun- I 'l 2.850

Jul- 1 I 3,592
Aug-l I 3,937

Sep-l I 4,000

Ocl-ll 4,300
NOV. I I 4,3O1)

7. Soin

8. Wesl Kenyo
Nov- I 0 3.r50
Dec- I O 3,17 5

Jon- I I 3.000

Feb-l l 3.000

Mor-lI 3,r50
Apr- 1 I 3,520

Moy-11 3.r50
Jun-I I 3,r50
Jul- I I 4,200

Aug-i I 4,350

Sep- I I 4,350

Oci-l I 4,350
Nov- I I 4,350

Nov-,]0 3,360
Dec-l 0 3,360
Jon- I I 3,128
Feb- I l 3,r28
Mor- I I 3,128
Apr-11 3.1 28

Moy-11 3,2r3
Jun-l I 3.213
Jul- I I 3,352

Aug- I I 3.352

Sep-1 I 3.3s2
Oci-l l 3,700
Nov-ll 4,300

Feb- 1 I

Mor-l I 3,200

Apr-) I 3.200
Moy-ll 3,200
Jun-I I 3,200
Jul- l I 3,400

Aug-1 1 3,400

Sep- I 1 3,400

Ocl- 1 l 3,950
Nov- I l 3.v5U
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Telegrar:s: .""

Telepkrone: ""'
Far: O2fr'2393643

\Yhecr replying Pl se quote

;OFFICE, OF TIIE ['IIESIDE]"'[

z*lrt Gx Lt

DISTRICT'COII14IS5iONER
MLIHORONI DISTRICT

p.O. Box 1 3_<Or Ot
MUHoRoNI

loth'MAicli; 2011
,nRef. No. .'.

D. ucfr/8r.v101

The Manager Director,
Chemelil Sugar Company,
P.O. Box 17,

CHEMBLIL.

RE: T]EST FOR I,AIVD FOR CONSTRUCTION OF MTIHORONI
DISTRICT HEADOUARTERS AT CHEMEIL _ 50 ACRES)(

During our District Development Comrnittee rneeting held on 7ft February, 2Ol1 to

deiiberate on the location of the District Head-quarlers for Muhoroni District, it
was resolved by unanimous decision, that it be located at Chemelil

Ffowever, the curent premises occupied by the District Cornmissioner aie only
two (2) acres, and are residential houses belonging to Ministry of Co-operative

Development.

Given the fact that we are partners in development, and Sugar CornP

being a govenxnent agencl', and also in tlie spirit of Strategi c CorPorate Social
Responsibilirl,, we request for your favorable appraisal and approval of our
request, so that the district sen,ices take off u,ith the ainr of b

to the lteople

{lfi?{i: !i t i!1,!1r*iIi,[,

ringing services closer



t

Telegranrs: .........
Telephone: ..... . . .

Fax: 020-2393643
when replf ing please quote

Ref. No.D. 1 I CIY OL.\ I 13

OFFI CE OF THE PRESIDENT

Fiirill't ['ffi&,
t r.,x t.r,).r: I ?J.,-) Di5 i:CTOIT (r

kxwS

DISTRICT COI\4M] SSI ONER

MUHORONI DISTR]CT
P O. BOX 11-40107

CH ELIL

Date: 18rH JULY,20ll

The Managing Direct OI,

Chemelil Sugar Company

P.O Box 177,

N{UHORONI.

Ii -,r!i ?:0ii

li il 1.-, 1 ,I1

;r;

'(
\

)t

RE: (s METRES RADIU SFORP G CANE AWAY

M RICT

FRED.O.OUMA
DISTzuCT COMM]SSIONER
MUHORONI DISTRIqT

UAR

The District Security and Intelligence Comtnitteeheld on Thursday 14t" July,20ll atthe

District Commissioner's Office of which you were absent with apologies, to deJiberate on the

above mentioned issues.

Due to security operations orders and strategic safeguards to security installations, the cornminee

decided that cane growing on goverruxent lild can onll'be done not less than fifty (50) metres-

from the present District Headquarters. This will safeguard the District Armoury, Treasury, AP

Lines and ciassified government.documents and hardware.

please get in touch with the undersigned to organize for a date to piant u'ees along the cutline in

the spirit of good neighborliness and environmental protectiop.

Thanks in anticipation.

St+"*lr-:'[i'fiis,&
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