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EXECUTIVE SUMMARY

This report coritains the Senate Standing Committee's on Tourism, Trade and Industrializatio,
proceedings dur[ng the hearing of the Public Petition from the Mr. Vincent Ombaka to the Senate on
the disruption o[ local trade by Government action and sanctions. The petition was conveyed to the
House by the 

fReaker of the Senate and committed to the Committee on Tourism, Trade and
Industrialization].

I

The petitioner s$ught indulgence and intervention of the Senate on the following grounds:

i) Thtt,.the Fast Moving Consumer Products Wholesale and Retail Traders are signiflcant
coritnbutors to economic growth in the Country;

l

ii) Thft, Regulation of Trade, including fair trade practices, is a County function and any
actlon that significantly affects trade, affects the operation of the County Government ald
perpons within their jurisdictions;

iii) Thlt, the importation of duty free sugar allowed by GazetteNotice No. 4536 of 2017 was
in 

iontravention 
of the East African Community Customs Management Act 2004;

iv) Th{t, the Cabinet Secretary for the National Treasury published GazetteNotice No. 4536
tha{ allowed importation of Duty Free Sugar under the Natural Disaster Managenrent
Rrotririorr of the East African community customs Management Act 2004;

v) 
'n4! 

ni**r'aph 20 of Schedule 5 of the East African Community Customs Managerrrent
Acl200a provides the exemption of duty due to Natural Disaster on the following terms:

f 
The exemption should define the quantities and period for the exemption;

lb The exemption should be granted to the Government, Governrnent

I Agencies/Agent; Non-Governmental organization; or Relief Agency;
Ib. The goods are to be used where the Natural Disaster occurred.

'i) Il+, all these provisions of the East African Community Customs Management Act
200[ were flouted and that the duty-free sugar was not imported as a Natural Disaster
relitif measure by the relevant persons but as a commodity by various business personp;

] 

g vvrrrrrrvsrlJ vJ yat luus uuSlIItr

vii) Tha,lt, in any case Sugar is not a basic commodity that should be accorded priority in relief
ctrc[rmstances and the import of Duty Free Sugar led to unfair trade practices in the
mal(et;

viii). Tfat, the Duty Free Sugar was way cheaper than locally processed sugar and the sugar
the [Vholesale and Retail Traders had earlier imported and paid dutl-- thus Wholesale and
Rettil rraders were exposed to dead stock and significant losses;

Report $n the Petition on the D
Ombakd a Resident of Nairobi ,

isruption of Local Trade by Government action and sanctiorrs by Mr. Vincent
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, the I(enya Bureau of Standards is being discredited by the law
es therefore Wholesale and Retail 'fraders have no way of determining

and are at the mercy of rogue Police officers who are demanding bribes;

the cabinet Secretary for the Ministry of Internal Security and
Government has not given any clear directives on which imported

factories should be avoided thus throwing the country into confusion.

petition, the committee invited the petitioner. The committee also
the National Treasury; the Principal Secretary Ministry of Agriculture; and

of
or

the
of Manufacturers. The views of the petitioner and those of the agencies

while compiling this report.

idered all the submissions and endeavoured to respond adequately to the
fhe observations and recommendations of the Committee are contained in S

considering

bmissions

rncorporate

Comnrittee

f the Petiti

x)

ix)
age

N

Assoc
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PREFACII

tablishment the Committee

Standing C ttee on Tourism, Trade and Industrialization is established pursuant to
218 of Senate Standing orders and mandated to consider all matters relating to

ization, cooperatives, investment and divestiture policies.

bership of e Committee

Committee comprised of the following Members-

l. Sen. I(ibi

2. Sen

4. Sen. (Dr.)

5. Sen. Wari

Christopher Andrew -Member

6. Sen. M Johnes

7. Sen. (Dr.) Zant

8. Sen. Naomi Shiyonga

9. Sen, M Chebeni

r Speaker Sir,

I pleased to and table the report on the disruption of local trade by Government action
ons by Mr incent Ombaka a resident of Nairobi County to the Senate. This report contains

of the and the recommendations of the Committee.

petitioner his prayers, pursuant to Articles 37 and 119 of the constitution and in
th the provis of the Petition to Parliament (Procedure) Act and the Senate Standing Orders.

Petition

to the S Standing Orders No. 220 (1) and 224(b), the Speaker of the Senate
House a

enator for Mr. Vincent Omabaka. Following the tabling of the petition and in
No. 224 (l), the Speaker directed the Standing Committee on Trade, T,

ne

to

nt

presented through the clerk of the senate by Temporary Speaker sen.
argret

th the Standing

Industrial

Charles Reubenson

Loitiptip

-Chairperson

-Vice Chairperson

-Member3. Sen. M Paul Githiomi

Petitioners

Golich Juma -Member

-Member

-Member

-Member

-Member

to investigate the matter and table the report in the House within 60 days.

the attention of the Senate to the following issues:

ast Moving consumer Products wholesale and Retail rraders are si
to economic growth in the Country;

)

Ombaka
Report the Petition on the Disruption of Local Trade by Government action and sanctions by Mr. V
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b) That, Re ation of frade, including fair trade practices, is a County function and any action
that signi cantly affects trade, affects the operation of the County Government and persins
rvithin jurisdictions;

c) That, the tion of duty free sugar allowed by Gazette Notice No.4536 of 2017 wag in
contrav on of the East African Community Custorns Management Act 2004.

d) That, the abinet Secretary for the National Treasury published Gazette Notice No. 4536 that
allowed

the East

of Duty Free sugar under the Natural Disaster Management provision$ of
Community Customs Management Act 2004;

l

Par{BraPh 20 of Schedule 5 of the East African Community Customs Management iA.ct
pror,iides the exemption of duty due to Natural Disaster on the following terms: I

e) That,

2004

i. The exemption should define the quantities and period for the exemption; 
Iii. The exemption should be granted to the Government, Governnjent

Agencie s/A gent ; Non- Governmental or ganization ; or Rel ief Agency ;

iii. The goods are to be used where the Natural Disaster occurred.

f) That, all provisions of the East African Community Customs Management Act 2004
were fl and that the duty-free sugar was not imported as a Natural Disaster relief -"u$rr"
by the rel persons but as a commodity by various business persons;

g) That, in v case Sugar is not a basic commodity that should be accorded priority in reilief
s and the import of Duty Free Sugar led to unfair trade practices in the market;

h) That, the Duty Free Sugar was way cheaper than locally processed sugar and the Wholesale
and Retai Traders had earlier imported and paid duty, thus Wholesale and Retail Traders were
exposed dead stock and significant losses;

i) That, the Kenya Bureau of Standards is being discredited by the law enforcement agenpies

i) Coordination of Natipnal
sugar or sugar factqries

clrcum

r. Speaker Si

I

n presenting tle petition to the Senate, the petitione
1. That, the Senate refer this matter to the relevant

agencles'

2. That, the

key issuel

rs clarified the following facts:
committees and invite the relevant government

[o 
respond to the issues raised; and

Senate recommends to the President the establishment of a Task Force to exarlrine
s on regulation of sugar importation.

the Petition on the Disruption of Local Trade by Government action and sanctions by Mr. Virrcent
Resident of Nairobi County

Report
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therefore and Retail rraders have no way of determining safety standards, and are.
at the of rogue Police Officers who are demanding bribes; and

should avoided thus throwing the country into confusion.



d$cuments pre

ofine prayers of
l

I

consideration $f the Petition, the Committee invited the petitioner, the princi

Petitioner nrfV"d that the Senate addresses the issues of disruption of local trade by Governrdent
and sancti{ns in order to successfully solve the issues of sugar problem in the country

dered the prayers of the petitioner and convened a series of hearings involviing
including the petitioner. The Committee also invited witness to adduce evidence

reviewed sented. The evidence obtained from these exercises informed the
ination the petitioner by the Committee.

ration o{ the Petition

pal Secretary Mini$try
Agriculture; ttie sugar traders and the Kenya Association of Manufacturers The objective of the

ommittee was tp respond to the prayers of the petitioners conclusively and make

'commendationlon all matters relating to the petition from a well-informed position

KNOWLEOdTITBNT

Committee

before

to the

the

observations and

Further t{re Cornmittee wishes to thank the Offices of the Speaker and the Clerk of the Senate
support ex[ended to it during the meetings.

l

r Speakcr Sir, 
]

pt]usant

Sdnate

duty, pursuant to Standing order 230, to present a Report of the S tanding

I

{ishes to acknowledge the time and considerable effort made by all the agencies dhat
tfe commile: to respond to the concerns of the petitioners. I also wish to express my
I{lembers of the Cornmittee for their thoughtful and oonsiderate contributions to [he

Standing Committee on Tourism, Trade and Industrialization on the petidon
on the d isr],rption of local trade by Government action and sanctions by Mr. vincent ornbaka a

sident of Nairo i County

ls now my

ttee on

Signed:
a/

Date o-(fi ol r O (

SEN. KIBIIT CHARLES ITEUBENSON, MP
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INDUST ZATION
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CHAPTER ONE

1.0 Introduction

right of yan citizens to petition public authorities and parliament is conferred by the
Articles 37 and Article I l9 and by the petition to parliament (procedure ) Act as

ng orders of Senate. The right to petition is an essential citizen participatory tool, as
provides an a for the Members of Parliament and citizens to interact with the issues that

citizens, also demonstrates that Parliament is prepared to directly intervene on the iszues
concern in ord to promote and protect the rights of the citizens

.1 Background the Petition

toS standing order 226 (l), the petition was presented by Temporary Speaker $en.
) Margret amar, Senator for Mr. Vincent Omabaka for consideration and determination by the

ommlttee

.2 Issues for ination from the Prayers of the petitioncrs

o respond to petitioner's prayers the Committee analysed the petition to determine wliether:

a. The Fast Moving consumer Products wholesare and Retail rraders are si gnificant
c0n to economic growth in the Country;

b. The

acti

within their jurisdictions;

c. The

I{egulation of Trade, including fair trade practices, is a County function ald pny
n that significantly affects trade, affects the operation of the County Goverrment lnd

mportation of duty free sugar allowed by Gazette Notice No. 4536 of 2017 was in
vention of the East Afiican community customs Management Act 2004;

d. The abinet Secretary for the National Treasury published GazetteNotice No. 4536 ihat
importation of Duty Free Sugar under the Natural Disaster Management

sions of the East African Community customs Mahag'ement Act 2004;

e. The
fParagraph 

20 of Schedule 5 of the East African Community Customs Managerrfe,t

f00a 
nrovides the exemption of duty due to Natural Disaster on the following ternis

i. The exemption should define the quantities and period for the exemptionl
ii. The exemption should be granted to the Government, Governnlent

Agencies/Agent; Non-Governmentar organization; or Relief Agency; 
iiii. The goods are to be used where the Natural Disaster occurred. I

Act

f, ql

fto

by

provisions of the East African community customs Management Act 2004 rilere
and that the duty fre sugar was tmportenot d AS a Natural D tsaster rel ief measure

but AS a commod ty by arto LIS busines per,SONS,-elevant persons
S

Report Petition on the D isrupti onh e

bOm aka a Re ident of Na irobi County
of Loca Trade by (l ove nt r-n en actron d sancti OIIS by M cent



6. sugar is not a basic commodity that should be accorded priority in
and tl-re import of Duty Free Sugar led to unfair trade practices in tlie

Duty Free Sugar was way cheaper than locally processed sugar and the sugarh. the
,sale and Retail Traders had earlier imported and paid duty, thus Wholesale
Traders were exposed to dead stock and significant losses;

Kenya Bureau of Standards is being discredited by the law enforcement CS

wholesale and Retail Traders have no way of determining safety standards,
are the mercy of rogue Police officers who are demanding bribes;

j The Cabinet Secretary for the Ministry of Internal Security and Coordination of
has not given any clear directives on which imported sugar or

should be avoided thus throwing the country into confusion.

Ombal<a
Report the Petition on the Disruption of Local Trade by Gcvernment action and sanctions by Mr. Vin

Resident of Nairobi County
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2.0 Submis

section co

ltl

nfo,o-
thpt can

n{o:

CHAPTER TWO

sions to the Committce

I

ritains the summaries of the submissions made to the Comrnittee during the sessions
other documbnts

z.r sunJissi

i

2.lt.t

submitted by various stakeholders

on by the Petitioners

Defining Local'frade

l. Facts on Wholesale and Retail Tratle

ic growth - Wholesale and retail trade is identified as one of the 6 key seotors
deliver 10oz economic growth in Kenya Sensational paper on Vision 2O3D at

t.

4

2. Gazette

,t.

tl1.

GDP contributor - wholesale and retail trade has been the 4tl, largest QDp
ducers in Kenya for the last 4 years. Kenya National Bureau of Statistics (2017).,

anufacturing and transport - Wholesale and retail trade is directly connected to the
and transport sectors and directly impacts their performance

otice No.4536 of l2th N4ay 2017

IL

Tfe Cabinet Secretary in charge for the National Treasury allowed for importatiofi of
d{tv free non -COMESA sugar. The gazette notice was issued pursuant to section ll l4
(Zf of the East African Community Customs Management Act, 2004.The reason fo{the
e>4emptlon was glven as; lI'r

declaration by the President and the Commander in Chief of the Kenya Defance
through executive order no I of 2017 that the drought andfamine in parls of
b a notional disaster.

ion 114 (2) of the East African community customs Management Act. 2004

n the Petition on the Disruption of Local Trade by Government action and sanctions by Mr. Vincent
a Resident of Nairobi County

es to exemption of tax under special conditions in part of the 5tl' sche6ule to the"Tl
Gazette l{otice No.980I of 4'h October 201. 

Ilri T+is was an extension of the previous gazettenotice. This gazette notice provided tdat:

Report

3.

Om

of the Constitution of I(enya lists regulation of trade including unfair trade
function. Fast Moving Consumer Products (FMCG) wholesale traders sell strgar

Fourth

asa
a major . Wholesale traders conhibute significantly to county revenue through hdalth

business permits, fire permits. parking fees and loading bays and disrupting local
revenue.disrupts

i.



I

luty shall not be payable on the sugor which will have been loacled into u tgssel
bytween I't Septenfier ,2017 ond 3l't December 2017, destined to o port ond
consigned to a local sugor miller.

It was meant to give more time for 'sugar barons' to cash in on sugar that was locked

"f'
4. The Ille$a

while in high seas

lity of the Gazette Notice

t U[.ach of COMESA regulations and Kenya obligations to the Treaty safeguarded by
irfportin8 non - COMESA sugar. COMESA: CS/TCM/TTF-SC/3/6(a), august 201g.

ii' Bieach of section 114(2)of the East African Community Customs Management act,
2$04 schedule 5 part B paragraph 20:

relief NGOs

5. The lmp{ct of the Exemptions

number of tradprs had already imported coMESA sugar stocks and had paid import duty and ta;es
,,{u,
WPS

imported led to losses for traders with old stocks and disruption of value chain. The local

' who had duty free sugar

IL

111.

ers were bei
Iied). Police

dia led to mass

industry rendered useless, unable to match prices Traders were forced to rely on 'sugar

to dispose sugar without due process by signing fraudulent forms (samples
ed transportation and sale harassed traders. Discrediting KeBS through the
and confusion on market standards of safety.

6. Poisonou Sugar Aftermath

ministry for Interfial
Service to investigate
had been certified by

Kenya B of Standard (KeBS) was declared unsafe and trader were subjected to inspectlon
the food, s and Chemical substances Act (CAp 254).

forced

stall

7. The Need for a Taskforce 
]

number of issuef require a proper examination in order to ensure sustainability of the sugar indusjrv
Kenya beyond tle 2 year COMESA safeguard extension (2020). 

I

i. The frudence of repealing the sugar act 2001 i

I

Report on
Ombaka a

Petition on the Disruption of Local Trade
Resident of Nairobi County

by Government action and sanctions by Mr. Vincent

duty free
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1. Forma

fonnation

tifaceted

s task lbrce

vii. A

viii. A

I11.

ll

ll

tv

lv
or

VI.

A

A

lx.

x.

xi.

Traders

this

15 One

viability of privatization as a blanket solution to the inefficiency in the
in Kenya (lessons from the privatization of Mumias sugar)

real impact of duty free sugar and concrete rules for sugar deficit imports

the sugar industry should not be subjected to trade losses and police
as a tradition.

1.2 List of Recommendations from thc Petitioner

of Task Force

a Presidential fask Force to comprehensively address the issues affecting the
the key prayers made by the Petitioner. The issues raised by the
would require intensive and inforrned deliberations and representations from

comprise the following persons

Cabinet Secretary in Charge of Agriculture or a representative;

Cabinet Secretary in Charge of Finance or a representative;

Cabinet Secretary in Charge of Trade or a representative;

Commissioner in charge of customs and Duties at the Kenya Revenue
rcpresentative;

Managing Director of the Kenya Bureau of standards or a representative;

Director of the Sugar Directorate of the Agriculture and Food Authority
ve;

sentatrve

Ve

from the Council of Governors;

from the Kenya National Chamber of Commerce;

from the Kenya Association of Manufacturers;

from the Kenya Private Sector Alliance;

ve

Petitioner to represent the interest of small scale traders

llt

are

ty

a

Report the Petition on the Disruption of Local Trade by Government action and sanctions by Mr. Vi
Resident of Nairobi CountyOmbaka

stakeholders.



This task force d look at the key issues that have been raised in this petition, and other issues that

would be

report of

t in ensuring a thriving sugar sector. The task force should deliver a comprehensive

ve and legislative reforms that should be undertaken in the sugar sector in Kpnya

in the growing

Kenya. One of

2. Terms

The key issues

a) Aco

l.

l

pnd development of sugar cane, manufacturing and processing and trade in sugar in

tfre ministries should provide a secretariat to support this task force.

of Reference for the Task Force

l

tfat the Task Force should address itself on should include:-

.nprfh"nriue status report of the Sugar industry in Kenya including:- 
i

I

I list of active private and public sugar milling establishments in Kenya and respeotive
g$ographic locations; 

i

A list of official distributors and service providers contracted by publicly owned sugar
rn illers;

iii. A

iv. Al

list of Debts owed and Debt management strategies in publicly owned sugar millers;

ssets held by publicly orvned sugar millers;

the Petition on the Disruption of Local Trade by Government action and sanctions by Mr. Vincerft
Resident of Nairobi County 

i

cality of privatization of publicly owned sugar millers, and an analysis of how public
owned lers are operating in the COMESA regions.

d) Eval of Kenya's COMESA commitments with regard to the sugar sector, and impact of

v. lihrancial statements and books of accounts of publicly owned sugar millers;

vi. S{gar consumption and market trends in Kenya

b) A detail analysis on the actual impact of the duty-free sugar imported in Kenya in the 2017
period, uding its impact on Kenya's obligation under COMESA and impact on local trade
ln sugar

c) The

the A deadlines

e) Recom ns on mechanization of processes in sugar cane production, and foreseeable
practicali

D The state

s and challenges of mechanization.

f technology adopted by publicly owned sugar millers and the need, if any, to adopt
ne\\, logies that would be cost effective in sugar processing

g) l'he t of sugar import perrnits and sugar import trends, and related concerns

h) The im of the repeal of the Sugar Act 2001 on the operation of the sugar sector in Kenya.

Report
Ombaka

1t



i) The of the Sugar sector in light of Agriculture being a shared function betrlveen

the Nati I and Countlr Gsvsrnrnsnls
tnu
l
rlngj) Address quality issues and public health issues arising from production and trade in sug[r

3. Task F e llcport

The Task F e should deliver a report within 12 months from the date of its constitution. This
report be presented to the President and Committee for appropriate action

4. Task Fo Deliverables

The Task F should have the following deliverables

2.2 Sub ion by the National Treasury

key highl from the subrnissions made by Cabinet Assistant Secretary for National Treasurty,

on. Nelson G ie were as follows
Respo on issue of sugar importation and in its contravention of the EAC Customs

re the Cabinet Assistant Secretary (CAS) Hon. Nelson Gaichuhie, stated that on t$e

17, the President declared drought as a national disaster. Therefore importation was

the Customs Management Act as per the declaration of a national disaster;

ll That, the and sugar are essentials commodities and on 5'l' May 2Ol7 a meeting was I

convenet at Harambee House, chaired by Head of Public Service Mr. Kinyua and resolved 
fo

end the hi8h Rrices of milk by importing the sugar and milk for purposes of lowering the I

market Rrfces although they did not ventilate on issue of quantities;

I

That, the 
fmportation 

of duty free sugar was in line with East Africa Customs Management Act

5'l' Sched$le Part B and the issue of irnportation of the sugar has been resolved with the

,rrirtun.J of KRA; 
I

10rl' Feb

done und

That,

Agrlc

suqar

0

the 
fositive 

impact of importation of duty free sugar was captured and approved UV tnf

ultufe, Fisheries and Food Authority (AFFA). The report of AFFA recommended that 
fthe

co{panies facing deficits should be aided by the importation of sugar duty free; and 
Iltlt

Report the Petition on the Disruption of Local Trade by Government action and sanctions by Mr. Vince[t

tv

Om a Resident of Nairobi County
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Treasury dealt with figures from the authorities and in parlicular AFFA on the 1

for

expected to fill the deficit in 2017 . The committee learnt that, a special req

sugar millers to be allowed to import sugar.

recommendations from the National Treasury
sugar cannot be classified as food to mitigate on emergency during drought for

population;

the petition raised senous that needed closer scrutiny slnce the lSSUC of

a was a thorny matter

baka
the Petition on the Disruption of
Resident of Nairobi County

Trade by Government action and sanctions by Mr. Vi

That,

metric

\VAS

Observations

ll.
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2.3 Subrnission

2.3.1 Brief on

Kenya Associat:

industries in Ke

premier businer

membership, no'

Kenya Vision 2i

Domestic Produ]

industrial hub. X

decline over

by Kenya Association of Manufacturers

ll(enya Association of Manufacturers (KAM) I

[on of Manufacturers (KAM) is the umbrella body for manufacturing value uaJition

fnVa. 
Established in 1959, the organization has over the years, prided itself ai the

Fr menrbership organization in policy analysis and advocacy, with u gro{"ing
te

i,rr with over 1000 members in the value add industries. :

2.3.2 Manufacturing Sector Performance

The Assoc comprises of members who inolude sugar millers and industrial sugar users. An

analysis of the ng sector performance is as follows;

In 2017,

)30's overall goal for the manufacturing sector is to increase its contribution to Qross

ct (GDP) by at least l0o/o per annum and propel Kenya towards becoming Africa's
^he rnanufacturing contribution to the GDP has been on the decline for the last ifew

j

the sector contribution to GDP stood at 8.4Yo down from 9.2% in 2016. 'fhe

8.4% in 2017

sfctor under the Big 4 agenda, is expected to contribute l5o/o of GDP by 2022 $om
l

T[re real growth in 2017 was 0.2oh.To achieve the 15o/o contribution to GDP by 2022,

s$ctor is expected to grow at least 33o/oYear on Year. The sector's formal employrirentng

se to 303.3 usand persons in 2017 from 300.9 thousand persons in2016 - accounted for l1.41per

ent of the formal employment. Producer prices increased by 4.60% in 2017, which the

a mainly, to increase in overall prices of manufactured food products

Sugar nrjoduction, consumption and regulation in Kenya

in the c

(Commonly referred to as table sugar)

the period 201 and 201 7 the sugar industry reported sugar production of 639,7 42 and 377 ,818 tons

was decline of 41Yo over the period. According to Agriculture and Food Authlrity

A), the was attributed to drought and reduced sugar cane availability

the period Janfarl-June 2018, the sugar industry reported production of 259,826tons which is 
ftill

thp 2016 output of approximately 23.0002. Precise countrywide consumption statidtics

difficult to accurately due to import data not ccmprehensively being available, porlous

, which widely acknowledged to contribute to ad::::onal and unmeasured, supply gnd

stock (particularly after exceptional imports) remar r. unavailable.

5rffil:*#:ll"Jril"l[#3:l,r#'of 
Locarrrade bv Government action and sanctions bv Mr r'"."f'

I

ou$try is classified under two categories

Refi ned Industrial Sugar



In their estimate!, with a population of 48.50 million and a conservative per capita consumption flgure

of 2l.50kgs per annum, the total consumption figure could stand at 1.042 million tons (of which

approximately 180,000 tons is delivered as industrial sugar for the Food and Beverage (F&B) sedtors.

This providcs an estimate comparative consumption figure of approximately 863,000 tons, which is

cornparable ro tde Government estinrates.

I

Kenya is a defi1it producer of sugar both for brown and white refined sugar. In 2017 alone the deficit

was about 654,144 metric tonnes (MT). The National deficit given current production estimateg for

direct consumption or table sugar is approximately 350,000 tons, the deficit are still growing.

1. Sources of 
$ugar 

Imports

lKenya's produgtion is almost entirely consumed in Kenya and the shortfall or 'gap' has been

traditionally fillpd through imports from COMESA member states due to preferential (zero duty)

access. White 1efined industrial sugar or high spec white sugar is not locally produced. The

importation of {efined sugar only as a raw material is parlicularly regulated under the east Africa

Community Du{y remission scheme or if originating from a COMESA member state, by the sugar

directorate.

The irnportatiori of refined sugar is overseen nationally by Government agencies that include the

Ministry of lrin{nce and Planning, Ministry of Agriculture and the Kenya Revenue Authority (KRA).

The quantities (f sugar utilised by industrial sugar users are publicly published in the East African

Community Catette.

I

There are currerftly thirty six (36) Kenyan companies that are gazetted to import 170,820 metric tons

of refined sugar iduring the period 201612017 . Each gazetted Kenyan manufacturer is required to apply

and is subjected to stringent investigations and audit by AFFA, KRA and KEBS before being granted
l

a quota under tle gazetted. These investigations include audits to demonstrate capacity, utilisation,

record keeping pnd factory processes, much which is required to ensure that no industrial sugar is

ket place. Sugar for industrial use originates from traditional and

world market and the Common Market for Eastern and Sou(hern

2. Regulation fnd Process for Industrial Sugar Users

There exists legpl frameworks at the National and EAC level regulating sugar importation which are

as follows:-

I

Su (Imports, Exports and By-Products) regulations, 2008 -subje:t to review

Repo on the Petition on the Disruption of Local Trade by Government action and sanctions by Mr. Vincent
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All industrial

Verification of

S, ofa C

tl
sfuear imRorts arrive in compliance with the Standards Act and the Pre-E>{port

(PVOC) protocols governed by KEBS. This means that all refined srtgars

for industrial have been tested by KEBS' appointed and certified surveyors & laboratories b{fore

sugar in Kenya. Compliance to the Standards will result in the issuance, on behalf of
I

cate of Cornpliance (CoC). 
I

All ' finished products are subjected to KEBS Standardizatiott compliance testing and

fixing of ' ' on all finished product that is rnade available for sale. All manufacturers urust

liver detailed nciliations of sugar usage to the Authorities to demonstrate zero disposals into the

I gar Legal Notices on Importation of Sugar by the Ministry of Finrncc

and Planning

otices on Sugar lmportation into Kenya and the Effect of the Legal Notices 
I

published the fbllowing legal notices on sugar, which allowed for the importati(n of

tons of sugar into Kenya.

Notice No.4536 of l2ttt: May 2017. Importation of Sugar and Milk Powder huty
Free

vision of tlte

ction I 14 (2) ff tne East African Community Customs Management Act, 2004, and the declardtion

the President and Commander in Chief of the Kenya Defence Forces through Executive OrderlNo.

I of 2017 that thp drought and famine in parts of Kenya is a national disaster

l

ty shal

one millionl

i. Orrrrl

relied on:

le for the fo lowing items

person, rvith ff'ect from the date of thi Notice to the a
J st August, 20 7 ande 1

not bg payab

on.a f, un,Sugar rmp

lne

ection 1l

I of 2017 that

I

thousand tfnnes of milk powder imported by milk processors, with the authority of the Kenya

Board, wi{h effect from the date of this Notice to the 3 I st July, 2017 .

I

ii. Guzette lotice No. 9801 of 4'n October 2017: The East African Contmunity Cusloms

Monugeltent Act, 2004, Importotion of Sugor Duty Free.
I

of tlte laxt relied on:

4 (2) bf the East African Comrnunity Customs Management Act, 2004, and the declaration

and Commander in Chief of the Kenya Defence Forces through Executive Order No

Repo onrt

and famine in arts of a is a national disaster

the Petition on the Disruption of Local Trade by Government action and sanctions by Mr. Vincent
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Provisions:

Duty shall not

September,201

miller.

]be payable on the sugar which will have been loaded into a vessel between l'ti-
'[ and 3l't December,2017, destined to a port in Kenya and consigned to a local jugar

ut. Gazettel*orr"" No. 9801 of 4'n October 2017: Tlte East African Community Customs

Manageftent Act, 2004, Importation of Sugor and milk powder Duty Free amenclment.

Provisions:

An item (a), by the word 'imported' and substituting therefore the words "loaded into a vtssel

destined to a in Kenya". Deleting item (b) and substituting therefore a new item (b) as follows:-

nine thousands c tonnes of milk porvder which will have been loaded into a vessel between l2'r'

May,2017 and OthNovember,2077 destined to a port in Kenya and consigned to a milk proc6ssor3

with prior autho[ ity from Kenya Dairy Board for the irnportation.

The 'duty wi

refined sugar

' as per gazette notice 4536 of 12tt' May 2ol7 did, not extend to the importati$n of
fof industrial use. This further distinguished refined sugar from table sugar

1

it has been widfly acknowledged that the gazette notices resulted in widespread disruption in Kgnya
l

Kenya Manufa{ture

expressed a nu{ber

1. Kenya's ex{orts to Uganda and Tanzania are blocked clue to;

a) The lacfi of clarification on the extent of the sugar legal notice, limiting it to brown sugar

commo{ly known as table sugar: This has caused challenges in Kenya and at the EAC
leading {o Kenyan exports being effectively blocked. Following the legal gazette notice$, the

EAC Cguntries impos ed 25o/o duty on products containing sugar based on the reasoning that

uny p.ofiu"t manufactured in Kenya contained sugar that was tax free, created an undue
I

advanta$e over other products in the region subject to the full tax of 25o/o under the EAC

Commofi Extemal Tariff (CET) rates. The manufacturing sectors mainly affected include food

and bevqrage sector.

b) The delfvs in addressing the impasse between Kenya and other EAC Countries such as

I'anzanla and Uganda rvere prolonged: 'fhe period lasted for more than five months,

commenlcing in March 2018. The process involved verification in June 2018 and for other

countriel in July 2018.

Report on the Petition on the Disruption of Local Trade by Government action and sanctions by Mr. Vinient
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At the
i

{nd of the process, the EAC acknowledged that Kenyan manufacturers *ht ur.
industriaf

Duty -f
sugar did not benefit from the tax free sugar directive as they adhered to the pAC

I

mission requirements and national lar.vs on the same. Despite the Eac
recommlndation to lift any restriction of imposing of tax on goods manufactured in Kdnya,

I

Tanzanilhas still not implemented the same to date. 
i

2. Effect on Ttade Facilitation
I

a) Massivel delays in clearance of standardized and pre-verified cargo in Mombasa I and

ICDN: pue to the allegations of sub-standard sugar in Kenya (caused entirely by the opiniont-l
and govfrnance of raw sugar imports in2017),the clearance time for refined sugar haslnow

moved ffom eieht (8) days to an average of fifty (55) days. The consequences have been as

follows:l
I

i. Causing]*ursive and unnecessary congestion in Mombasa and at Inland Container Dpport"l----'r
Nairobi 

ftcoNl.
iii. Cut off r]aw material supplies resulting in many factory closures.

Iiii. The susfension of supplies of refined sugar caused the costs of all other downstream ihputs

and sup liers to be increased.

iv. Kenya's Food and Beverage Sector have reported non-tariff costs (penalty storage, port

charges

Collaps,

demurrage), for the period July to october of in excess of Ksh 300 million.

in tax revenues to the Exchequer from the manufacturing sector

vll

vl. Increaseil competition frorn imported finished goods.
I

Direct ih..ut to employment and employment initiatives though increasing costsl and

ineffic es imposed through poor policy & consultation.

viii. Threat new investment and development in line with Big Four Agenda as policy and

tion is now noticeably more hostile and less enabling

ix. It has osed logistics challenges such as capacity and efficiencies with the Standard $uug.
Rail (SGR) and Inland Container Depot Nairobi (ICDN) framework.

x The ,arance of new policy controls that are imposed on the legitimate sectors df tn.
but are meant to be targeting the illicit trade, only encourages the trade iq sub-

undeclared and counterfeit goods.

on the Petition on the Disruption of Local Trade by Government action and sanctions
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"l

comp!et" breakdown in public - private sector cooperation required to create a condr.icive

for trade and investment. This has affected H.E the Presidents '4 Pillar' Agenda

on manufacturring

xii. The ranipant and uncontrolled 'sampling' of legitimate goods by police, health, coqncil,
I

standardf and other agencies. This 'sampling' is extreme and unnecessary and it is dften

under very aggressive and intimidating conditions

3. Effect on I nal structures to ensure compliance of imports and exports

'fhe number of $eparate agencies inspecting goods, legitimately or otherwise, at the Ports is estimated
I

at 45 out of w{ich 22 are Government agencies that include Kenya Bureau of Standards lfdns;,
Kenya Ports Aulhority (KPA)/ICD, Kenya Revenue Authority (KRA) and Porr Health among others.

I

Creation of Mulfi Agency Committee (MAC) in addition, which has further complicated the clearance

processes at the port.

4. MultiAfency Committee (MAC)
l

The Multi Ageircy Comrnittee (MAC), appointed in June 2018 to combat counterfeits and sub-

standard goods Kenya launched a countrywide campaign to investigate the 2017 sugar imports. 
I

I

that all imports of sugar including whitc refined sugar were to be detain{d in

warehouses at the Ports and re-tested for compliance by KEBS before being released back tO the

importers. This se is widely recognized to be an exercise carefully orchestrated to distract from

the facts and abtions of various influential parties who were involved in the importation of sub-
I

standard sugars.

Kenya's manuffcturers, who are not involved in the importation of duty free brown sugar, Were-'l
'caught up' in t$e supposed search for sub-standards goods and subjected to unreasonable and illqgical

intervention. Alf refined sugar for industrial use has been pre-verified for compliance to the Stanflards
L

under PVoC an{ prior to arrival in Kenya.

There is no evi$ence of a Standard Operating Procedure (SOP) or a service delivery charter frortr the

Multi Agency $,uthority which has resulted in inexplicable delays in performance, a failufe in
communicationybetween the public and private sectors and a collapse in business confidence within

the manufacturifrg community. 
il"J

5. KEBS the Pre Verification of Conformity (PVOC) Programme

The Kenyan B of Standards (KEBS) has in place the Pre-Export Verification of Confofmity

Program to ensure the quality of products imported into Kenya meet the intorests(PVOC) to

on the Petition on the Disruption of Local Trade by Government action and sanctions by Mr. Vinbent

xi. A

MAC i

Omb a Resident of Nairobi County



i\

l. Policy

Reduction of

of the I(enyan

challenges and

These standards are set to address health, safety, environmental and quAtity

-compliant goods will be denied entry to I(enya.

The by MAC rvas authorized without consultation and therefore consideration of, the

on Kenya's manufacturing sector where engagement in the PVOC programme c[uldpotential im

have addressed sector and the Government's concerns comprehensively

Rccommen from the I(enya Association of Manufacturers (KAM)

commendation

to manufacturers

ecretary Trade, Industry and Cooperatives on harmonizaion of ail efforts under the

under KEBS. This will ensure reduction of the clearance timd for

for raw material and inputs from manufacturers to promote trade facilitation

nal and governance recommendation

tutional Frameworks

the I(enya Bureau of Standards (KEBS) by, identifying mitigation areab on

affecting KEBS and ensuring sufficient budgetary allocations to KEBS as thit is a

beyond the capability and mandate of the Multi Agency

groups

e wide consultations between the Multi Agency Committee and various stakehplder
I

, address National concerns, operational capacity, objectives and process; in adrfance

of im entations

3. Legal dation

t y ,".og[ized and registered manufacturers, subject to full Customs clearance & cornpliJnce,

without on or further delay

s including the Multi Agency Committee to adherc to the directive issued by the

Cabinet

PVOC

2. Institu

Strengthen In

i. All

ii. s

chal

agencies to accept the declarations contained in Certificates of Confofmity

issued KEBS approved agencies but retain their rights to undertake random sampli$g of
rmports continuous governance of the quality standards of all I(enyan manufactured goods

iii. u

FastTrack dev opment of Draft 2018 Regulations on Sugar

Set timelines support fast tracking of the enactment of Regulations on sugar developed by Milistry

of Agriculture adoption ol industry proposals submitted to the Ministry. The Regulations ar{; The

Repo{t on the Petition on the Disruption of Local Trade by Government action and sanctions by Mr. Vinlent
Omb{ka a Resident of Nairobi County 
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ugar (lmports, Exports and By-products) Regulations, 2008 and The Crops (Sugar) (

20 8

4. General commendation

mpensation Manufacturers for additional costs incurred and losses

i. The Nr Treasury to compensate all importers of approved goods in the full

port Customs warehouse rent, removal and demurrage costs for the period

July 201 until unwarranted interventions are withdrawn. Moving a container from

to Nairo i under implementation of SGR has gone up regardless of the implementation the

promoti freight rates by the government through Kenya Railway is which comes end

3lst ber,2018. Before introduction of SGR freight services, the cost of a

co from Mombasa to Nairobi on average was USD 800 and USD 1000 for 20ft 40ft

However, this now by about 7 0% and 93o/o for 20FT and 40ft respectively

rnposi of storage charges to commence only after all State agencies clear the This

will manufacturers do not bear the cost of inefficiencies. This is especially since

demurr has now been considered an income to the Government.

2.4 Submissio by Ministry of Agriculture

Hon. Mwangi

and responded the concerns by the petitioner as follows:-

i) That, Moving Consumer Products Wholesale and Retail Traders are

to economic growth in the Country

Response:'fhe ssue should be redirected to State Department for Trade

ii) That, of Trade, including fair trade practices is a County function and any

)

of

lst

o11

llt

t

tly affects trade, affects the operation of the County Government and

within

Response: To

jurisdictions

redirected to the State Department for Trade and the Council of Governors

iii) That on of duty fiee sugar allowed by Gazette Notice No.4536 of 2017

contra t.n of the East African Community Customs Management Act 2004

recirected to the National Treasurv

that

Repo
Om
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sugar is inrported into the country strictly by industrial manufacturers under a

schenle.

lesale and Retail rraders are being subjected to demands fbr testing and

and imported sugar that is in their possession , with no clearly defined process

results

is also capped at individual manufacture's capacity which is determined

through cation by AFA and another team constituted by the t)uty Remission Commi e

) Tlrat

both

no

of

:TO redirected to KEBS

i) That the by the Cabinet Secretary for Internal Security and coordination of Nati

is exposing Wholesale and Retail Traders to police harassrnent apd paraly

business

e: To redirected to the Ministry of Interior and Coordination of National Government.

iv) Tliat lesale and Retail 'fraders are being subjected to mass suspicion and

threats police officers who claim that they are selling poison.

onse: T<t redirected to the Ministry of Interior and coordination of National Government

) That the s and workers of wholesale and Retail rraders are being subjected to

arrests the pretext of faulting the provisions of the Food, Drugs and chemical

Act and coerced to surrender sugar in their possession to the law enfbrcement agenci

ponse: To redirected to the Ministry of Interior and coordination of National

KEBS.blic tlealth



CHAPTER THREE

3.0 COMMITTEE'S OBSERVATIONS

The committee observed as follows:-

I The Govdrnment published the following legal notices on sugar, which allowed for the

importati{n of over one million tons of sugar into Kenya;

Glzette Notice No.4536 of l2th: May 2017. Importation of Sugar and Mitk powder

D[ty Free, Gazette Notice No. 9B0l of 4,t, October 2017;

ii. Tle East Africsn Community Customs Management Act, 2004,Importation of Sugar
O[b,fr"r, Gazette Notice No.9B0I of 4tt, October 2017;

liii. Tfte Eost African Communilt Customs Management Act, 2004, Importotion of Sugar

ald milk poutcler Duty Free omendnrcnt.

Industrial]sugar is imported into the country strictly by industrial manufacturers under a duty
remissionl scheme. Importation is also capped at individual manufacture's capacity which is

determindd annually tluough verification by AFA and another team constituted by the Duty

Remissiol Committee. However, the Duty Free Window led to importation of Industrial Sugar
I

by person$ who were not manufacturers.

Sugar catnot be classified as food to mitigate on emergency during drought for starving
populatioh and determination of the acute shortage of milk and sugar as reported was

susRicioul since there wasn't an outcry about the lack of sugar. This was in contravention of
the East dfrican Community Customs Management Act 2004

There we[e massive delays in clearance of standa rdized,and pre-verified cargo in Mombasa

and ICDN. The number of separate agencies inspecting goods, legitimately or otherwise, at the

Ports is estimated at 45 out of which 22 arc Government agencies that include Kenya Bureau
I

of Stand{rds (KEBs), Kenya Ports Authority (KPA)/ICD, Kenya Revenue Authority (KRA)
and Port jHealth among others. Creation of Multi Agency Committee (MAC) has further
complica{ed the clearance processes at the port. This led to losses to the manufbctures due to

the storale charges incurred.

l

The duty ]free sugar was cheaper than locally produced sugar and the sugar tb.:i the wholesale

and retailltraders had earlier imported and paid duty, thus Wholesale and Retaii Traders were

exposed t]o dead stock and significant losses.

|.p:r: fn the Petition_on the Disruption of Local Trade by Government action and sanctions by Mr. Vincent
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1. Public P

CHAPTER F'OUR

4.0 COMMITTEE'S RECOMMENDATIONS

The committee recommends as follows:-

pation should be mandatory before any gazette notice is issued on imp
duty free in line with the Constitution of Kenya 2010.

2. The of Agriculture should differentiate between the industrial sugar and the blc
sugar , only recognized and registered manufacturers should be allowed to
industrial

3. The bodies to evaluate and report back on the Kenya,s COMESA commitments

sugar sector, and impact of the COMESA deadlines;

4. l-he ble agencies to expedite clearance of standardized and pre-verified

Mom and ICDN. Further, irnposition of storage charges to commence only after all
agencles the goods. This will ensure manuf-acturers do not bear the cost of ineffici

and other Agencies;of

5 Where government imports sugar cheaper than the local sugar, the government s d

ensure lt

extent of

6. There is

cly

of

regard to

8. l-here is

adoption

tn

the local sLlgar manut'acturers, the wholesale and retail traders to

difference;

for mechanization of processes in sugar cane production and adopting

technolo es with an aim of increasing the quantity and quality produced. This will
sugar and discourage tlie overdependence on imports by the government;

7. There is ed for a comprehensive financial audit and debt management strategies for pub

owned millers;

for enactment of Regulations on sugar developed by Ministry of Agriculture

f industry proposals submitted to the Ministry. The Regulations are; The S

(Imports,

Regul ,2018:,

Exports and By-products) Regulations, 200g and The crops (Sugar) (Gen{al)
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MI OF THE 6TH MEETING OF

ON TRADE & INDU

26 H SE 2019 IN RED

BOARD oo FROM 12.00 P.M.

ME PRESENT

Kibiru Charles Reubenson

Mwaruma Johnes

Mercy Chebeni

Langat Christopher Andrew

Mwangi Paul Gitl-riomi

MEMB ABSENT

1

THE STAND ING COMMITTEE

STRIALIZATION HELD ON TUESDAY

CROSS BUILDING FIRST FLOOR

- Chairperson

- Member

- Member

- Member

- Member

- Vice-Ch1!rpersglAnuar Loititip
:,r . ;: -'; ;- ' r.-'-',r'
ldario Goiicl:r Ju#a" ' '

(Dr.) Agnes Zani

lviasitsa Naomi Shiyonga

1.

2.

4.

5.

J

4.

- Member'

- Member

- Member

- Clerk Assistant

-Researcher

-lntern

SENA SECRETARIAT

1

2.

J.

Ibrahim Ali Leruk

Winnie Kulei

Lucy Nyasuna

was called to order at11.25 p.m.by the Chairperson sen. Kibiru
Charles benson followed by a word of prayer

M S C CTT 9: ADOPTION OF AGENDA

The

The

Mw

of the me.,jii:rg was adopted after-, it was proposed by Se..

Joh.nes and seccn,Jed by Sen. Mercy Chebeni as follows;

d".,.

J"^

+"



PITAYERS

1. Adoption of the Agenda;

2. Housekeeping - Adoption of petition Reports

i. Report on petition by Vincent ombaka - o, The Disruption
of Local rrade By Government Action And sanctions

ii. Report on Petition By Kevin Ndoho Macharia - The Reviews
Of Laws Relating To Business premises

3. Any Other Business & Adjournment.

MINUTE.SEN/DC S/S 9: ADOPTION OF THE REPORT ON
I)ETITION BY VINCENT OMBAI(A - ON HE DISI{UPTION OF LOCAL
TRADE BY GOVERNM I.,NT ACTIO N AND SANCTIONS

The Committee adopted the report for tabling

PETITION BY

t) iI TFiE I i;lljir-ill-). :'i--t!..: . - '-),: ': -1.: !

KEVIN NDOHO MACHARIA - I'HE ItITVIEWS OF LAWS

BELAIINGf A_p,Uqrl\_E_$ S I'REMIS ES

The Committee adopted the report for tabling.

MINUTE.S CTTU2079 ANY OTHER I]USINESS AND
ADIOUTTNMENT(r

Tl-rere being no other business, the meeting was adjourned at 12:33 p.rn.

SIGNATURE...

(CHAIRl'ERS N IRU LES ENSON)^..- -j
DATE...,fd.

|L/U(J i
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-Legal Counsel
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-Audio Officer4. Abdigani
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Job Wanjol-ri
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Bharat Shah

Ntabari
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2.

J.

4.

5.

6.
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- CEO KAM

-Head Polcy KAM
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-Czarnikos

-I(AM

-Almasi Beverages

- Legal Counsel KAM
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PRAYERS

The meeting was called to order at 9.30 a.m. by the Chairperson followed by a

word of prayer.

MINUTE. S EN/D C S/S CTTV2018/I 56: .dD OPTION OF AGENDA

The agenda of the meeting was adopted after, it was proposed by Sen. Christopher

Langat and seconded by Sen. Naomi Shinyoga as follows;

PRAYERS

1,. Adoption of the Agenda;

2. Confirmation of Minutes

3. Meeting the Kenya Association of Manufacturers on Laws relating to

Business Premises; and

4. Any Other Business & Adjournrnent.

MINUTE.SEN/D cs/sc'l"Tr/2078fis 7: CONFIRMATION OF MINUTES

TIre Minutes of the 29d., 30t1., 31't, l)nd,titd,34tl, q5tt and J$th sittings was differed to

tl-re next sitting:

MINUTE. SEN/D CS lS CTTI /201 8fl 58 : MEETING I(ENYA ASSOCIATION OF

ACTURERS CON I(ELATING TO

I}USINESS I'REMISES

The Chief Executive Officel Kenya Association of Mar-rufacturers made the
following submission:

i. That, tlrc Association comprises of nrcntbers uln include sugar millers and

in du s trial su gtu us er s.

ii. That, an analysis of tlrc Manufncturing sector performance is as follozos;

. Kenya Vision 2030 ouerall goal for tlrc manu.facturing sector is to increase its

contribution to Gross Donrcstic Product (CDP) by at least 10% per nnnuru and

propel Kenya torttnrds becontittg Aft'ica's industrial hub.

. The nunufacturing contribution to the GDP has been decline for the last feu

years. In 2017 the sector contributiort to GDP stood at 8.4% doron from 9.2% in

2016

2



tu.

a

at

a

a

a

The manufacturing sector under tlrc Big 4 agenda is expected to contribute 15

of GDP by 2022 from 8.4% in 20L7,

The real grozoth in 20L7 tuas 0.2%. To achieae tlrc 15% contribtLtion to GDP 
'

2022, ntanufactttring sector is expected to grou at least 33% Year onYenr.

The sector's fornul entployment rose to 303,3 thousand persons in 2017

300.9 thousand persons in 2016 - accounted.for 11,4 per cent of tlrc total

entploynrcnt.

Producer prices increased by a,60% in 2017, zuhich the Goaernntent attribtt

mainly, to incrense in oaerall prices of nmnufactured foodproriucts.

tlrc Sugar in tlrc country is classified under fioo categories'

Brown Sugar (Comruonly referred to as table sugar)

INhite Refned Industrial Sugar

In the period 2015 and 2017 the sLlgar industry reported sLLgar

39,742 nnd.377,8'18 tons respectiuely. This rons decLine of 41% orter the

ccording to Agriailttre and Food Autltority (AFA), the redtLction russ attri

drought and redt.Lced sugar cane nuailabilittl and nn tlrc periorl

018, the sugar industru reported production of 259,826 tons roltich is still a

tlrc 2016 output of npproxinmtely 23.00%

Precise countryruide consuntption statistics are difficult to

tely due to, irnport data not contprehensioely being aaailable, porous

are ruidely aclcnozoledged to contribute to additional and unnteastu'ed,

unlcnoutn stoclc balances (particulnrly after exceptional inryorts)

unaaailcrble.

That, the estinmtes, uith a population of 48.50 million and a conseraatiae per

consuntption fig.n'e of 21.50kgs per arulurn, the total consumption figure c

stand at L.042 million tons (o.f rultich approximately 180,000 tons is de

industrial sugar for tlrc food and beoerage (F€iB) sectors. This proaides ns es

contparatiae consutltption figure of approxirttately 863,000 tons uldch is

to the Goaerrunent estintstes

a

fi.

b

aLt Tltat, Kenya is a defLcit producer of sugar both for brown sugar nnd uhite re

le

tf

rLe

1'5,

ne.

1',I

ta
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sugar. In 2017 alone rue had n defLcit of ahout 654,944 metric tonnes (M7-). The

National de.ficit giaen current production estintates for direct consuntption or table

sugar is approxintately 350,000 tons. The defcit is still grotoittg.

That, IQnya's production is almost entirely consunted in Kenya and the shortfall or

'gap' has been traditionally filled through imports fi'oru COMESA member states

due to preferentinl (zero duty) access. (See table belou on source of imports.)

That, the Wtite refined industrial sugar or higlt spec tohite sugar is not locally

produced, the inryortation of refned sugar only as a rtill rusterial is particularly

regulated under;

a, The East Africa Community Duty Remission Schenrc or,

b. If originnting fi'ont a COMESA nrcntber state, by the Sugar Directorote.

That, the intportation of refned sL4gar is oaerseen nationally by Gouerwnent

agencies that include tlrc Ministry of Finance and Planning, Ministry of

Agriculture and the lGnya Reoenue Authority (KRA). Tlrc quantities of tlrc

sugar utilized by industrial sugar users are publicly publishe.d in the East African

Comnu.mity Gazette. There Lu'e curraltltl thirty-six (36) Kenyan contpanies tlmt

are gazette to intport 170,820 metric tons of ref.ned sugar during tlrc period

20L6/2017.

That, each gazetted Kenyan manufacturer is required to npply anrl is subjected to

stringent inaestigation and audit by AFA, KRA and I(EBS before being granted a

quota under the gazette. These irutestigations inclurle audits to deruonstrate

capacity, utilization, record lceeping and factory processes, nttLch of tolich is

required to ensure that no industrinl sugar is diaerted fi'ont industry to the.

ruarlcetplace.

Tlut, Sugar for industrinl use originates front trnditionnl and quality approued (by

the Kenyan ruanufacturers) refneries under raorld marlcet and The Common

Marlcet for Eastern and Southern Africa (C)MESA) reginrcs. Tlrcse origins

include, but nre not lindted to, India, Saudi Arrtbia, Egypt, tlrc Ew.openn l..Iniott,

Tluiland, South Africa, EWL-I and lt4atrritius.

That, tlrcre exist legal franrcwcvks at tlrc National and EAC leuel regulating sugar

intportation zoltich are as iollorus:

a. 'I'|rc Enst Afriuut Corrununity Custonts (Dutt1 l?.entission, iit gukrtiorts,

4
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xa

xL)i

a.

7-he

2004.

b. 'The Sugar (Imports, Exports and By-profu.Lcts) Regula tions,2008 - sub

to reaieru.

nll industrial sugar imports nrriae in compliance uith the Standards Act

PVOC protocols gouerned by KEBS. This nteans that all ref.ned sugars

i dustrial use haoe been tested by KEBS' appointed nnd certified surueyors

tories before the sugar arriues in Kenya, Conrpliance to 'l'|rc Standards

ult in the issunnce, on behnlf of KEBS, of n Certificate of Contpliance (CoC)

t, ill maru.tfacturer's finished prodr,Lcts are a,Lbjected to KEBS Stsndardiza

testing and the fixing of 'stantps' on nll finished product thnt is

le for sale. All ruanufachtrers ntust delirter detniled reconciliations of

snge to the Autlnrities to demonstrate zero disposals into the direct clnsu

t

t, the Goaet'runent published tlrc follotoing legal notices on sugar, tohich

r tlrc intportcrtion of ooer one ntillion tons of wgar into Kenya

tte Notice No. 4536 of 12tlt May 2017: lmportation of Sugar and

wder Duty Free

alstofis arc:

a Section 11-4 (2) of the East African Conununity Custonts Managernent Act,

and the declaration by the President snd Comntander in Chief of tlrc

Defense Forces tlrough Exea.Ltiue Order No. 1 of 2017 tlrat tlrc drought

fnntine in parts of Kenya is a nntional disnster.

ty shnll not be payable for the follotoing iterus:

1) Sugnr intported by any person, ruith effect froru tlrc date of tltis Notice to

31st Ar.t"gust, 2077 ; and

2) Nine tlrcusand tons of millt pozoder iruported by nilk processors, utith

nutlrcrity of the Kenya Dairy Board, roith ffict fi'om tlrc date of this

to tlrc 31st 1u|y,2017.

ya

d

llc

tl.rc

the
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a)

b)

B. Effect

a)

2

e laclc of clarification on the extent of the sugar legal notice, limiting it
sugar commonly lcnown as table sugar:

hns cnr.Lsed clullenges in Kenyn and at the EAC leuel leading to Kenyan

ng effectiaely bloclced. Follouing tlrc legal gazette notices, the EAC Coun

25% duty on products containing sugar based on tlrc reasoning that

t nmnufactured in Kenya contained sugfir tlut russ tax free, tlrcrefore

undue adanntage oaer other products in tlrc region and subject to the full tax

% under the EAC Common External T-ariff (CEt) rates. The ntanufoctu

ruainly affected include food and beaerage sector

e delays in addressing the impasse between l(enya and other EAC

untries such as Tanzania and Uganda zoere prolongecl:

period lnsted for nrcre than Jiue months, contruencing in March 2018.

inaolaed n aerification in June 2018 and for other countries in luly 2018

t the end of tlrc process, the EAC aclcnoruledged tlmt Kenyan manufncturers

industrial sugar did not benefit from the tax-f'ee sugnr directioe adhered to

C Duty Rendssion requirements and nntionnl lmtts on the sarue. (Enclosed

f- is an EAC Verification reytort douunenting the concerns

tconte).

pite the EAC reconunendntion to lift nny re striction of imposing of tax on

nufactured in Kenya, Tanzania lms still not implentented tlrc sanrc to dnte

Trade t'acilitation

assioe delays in clearance of standardized and pre-oerified cargo

ombasa and ICDN:

tc -'= nllegations of sub-standard xtgar in Kenya (causerl entirely by the

goaen'nnce of raru sugar intports in 2017), the clearance tinre for refined

in

7



has noru nrcaed from eight (8) days to an aaerage of frfty (ss) days. The

consequences haue been as follotus:

i. Causing massiae and urutecessary congestion in Montbasa and at ICDN.

ii. Cut off raut msterial supplies resulting in ruany factory closures.

iii. The suspension of supplies of refined sugar caused the costs of all other

doamstrearn inputs and suppliers to be increased.

iv. Kenya's Food and Beaerage Sector luae reported non-tariff costs (penalty

storage, port charges and demurrage), for tlrc period luly to October of in

excess of IGh 300 million.

v. Collapse in tax reaenues to the Excltequer from the runnufacturing sectot'.

vi. Ina'eased competition from intpot'ted Jinislrcd goods,

vii. Direct tlrcat to entploynrcnt and entploynrcnt ittitiati'ues tlnuglt

increasing costs and inefficiencies intposed through poor policy A

consultation.

viii.Threat to new irutestnrcnt nnd deaelopnrcnt in line toith Big l:our Agenda as

policy and nfuninistrntion is nozrt noticeably ntore hostile and less

enabling.

ix lt has exposed logistics chnllenges such ns cnpacity and eff.ciencies with

tlrc standnrd gauge raihuay (SGR) and lnland Container Depot Nairobi

(ICDN) franrcutork.

x The appearance of nero policy controls tlmt are imposed on the legititnate

sectors of the econonly but are nrcant to be targeting the illicit trade, only

encoura.ges tlrc trade in sub-standard, undeclared and counterfeit goods.

xi. A contplete brealcdoutn in public - priante sector cooperation required to

create a conduciue enuironntent for trade nnd in'oestnrcnt. This has

fficted I-{.E the Presidents '4 Pillar' Agenda especially 0n

manufncturing.

xi. Tlrc ranrpnnt and uncontrolled 'santpling' of legttiruate goods by police,

heslth, council, standards and other ngencies.'ilris 'smtrpling' is extreme

and unnecessary and it is often conducted under aery aggressiue and

i n tinti d r; ti rt g con ditio tt s .

8



C, E,

exports

D

ct on Institr,ttional structures to ensure compliance of imports and

The nuntber of separate agencies inspectitrg goods, legitimately or otheru

at tlrc Ports is estintated at 45 out of tohich 22 are Goaernment agencies

include Kenya Bureau of Standards (KEBs), Kenya Ports Authori

(KPA)/\CD, Kenya Reaenue Authority (KRA) and Port Health annng o

Creation of Multi Agency Conmdttee (MAC) is addition which has furt

contplicnted the clearance processes at the port.

ulti Agency Committee (MAC)

. The Multi Agency Comnittee (lvIAC), appointed in lune 2018 to cont

counterfeits and sub-standard goods in Kenya launclrcd a coun

cantpaign to irutestigate the 2017 sugar intports;

. MAC instructed that nll intports of sugar including uhite refined sugar

to be detaine d in zoarehouses and at the Ports and re-tested for contpliance

KEBS before being released baclc to the intporters. 'Tlis exercise is

recognized to be an exercise carefully orclrcstrated to distract froru the

and actions of ztarious influential parties ruho L0e1'e inaolued in

intp o r t atiotr of sub - s t an dar d su gar s ;

, Kenya's manufactLtrers, ruho are not inaoltsed in the intportation of duty

brotun sugar, toere 'caught up' in tlrc supposed search for sub-standnrds

and subjected to unreasonable and illogical interuention. All refined sugar

industricrl use hns been pre-aerifed for corupliance to the Standqrds u

PVOC andprior to arriual in Kenya; and

. There is no euidence of a Standnrd Operatfug Procedure (SOP) or a

delioery charter ftom the Multi Agencg Authority, rultich lms resul

inexplicable delnys in perforntnnce, a fnihte ht contntunicatiort bekoeen

public and priaate sectors and a collapse t bttsiness confidence ruithin

nunufa c tur in g c o ntntuni ty

tlrc

ty

T

CC

111

tlrc

E
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E. KEBS and the Pre-Verificatiott of Conformity (PVOC) Prograntme

The lQnyan Burenu of Standards (KEBS) hns in place the Pre-Export Verification

of Conformity (PVOC) to Standards Program to ensure the quality of products

imported into Kenya meet the interests of the Kenyan col.Lslll1ws.

These standards qre set to address health, safety, enoirorunentsl nnd quality

clullenges and non-contpliant goods uill be denied entry into Kenyn.

Tlrc interoention by MAC runs autlrcrized without consultation and therefore

consideration of tlrc potential intpact on Kenya's manufacturing sector zohere

engngement in the PVOC progranulle could hnae addressed tlrc sector and the

G ou ernntent' s concerns comprelrcnsia eh1,

RECO ATIONS:

T, POLrcY RECOMMENDATIONS

' lleduction of delays to ruanufacturers - release to the importers all pre-aerified

ruhite sugar for industrial use being imported by recognized registered

manufacturers, subject to full custonr clearance and compliance

' State Agencies including the Multi Agency Committee to conform to the

directiaes issued by the Cabinet Secretary Trade,Industry and Cooperatiztes on

hannonization of all efforts under the PVOC progranxme rutder he I(EBs. This

will ensure reduction of clearance time for consignnrents for raw tflaterial ancl

inputs from nranufac'turers to promote trade facilitation

2 . I N S7' I"I-UTI ON AL AN D G O VERV A N CE RE C O MMENDA TIONS

S tr cngthening Ins tituti o n al fr antew o rlcs :

All Gooernnrent agencies to accept the declarations contained in certificates of

confornity issued by t'l-)i)s approaed agencies but retain their rights to

10

i
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iii



ke randotn santpling of imports and continuolts gozteruance of

qual tq standards of all l(enyan manufactured goods

s hening the lknya lSureau of Standards I(EBs, by identifying mitigati

a o,t challenges affecting KEBS and ensuring sufficient budge

al tions to I(EBs at this function beyond the capability of KEBs as this is a

on beyond the capability and rnandate of Multi Agency

ty, objectiaes and process in adaance of inrylementations

3. LEGAL 'MMENDATIONS

deaeloprne.nt of draft 2018 regulatiotrs on sugar

nes to support fast tracking of enactntent of Regulations on

to the 1t

by Ministry of Agriculture and adoption of Industry proposals subnr

istry.

4. G

Fast

Set

deae

li

The lations are:

The Sugar (lmports, Exports and By Products) Regulations,2008; and

T-he crops (Sugar) General Regulations 20L8.

RECOMMENDATIONS

Co tions to ruanufachrers for additional cost inutrred and losses:

The Ministry of Finance to compensate all imports of approued tn

ndfull amount of port storage, custonrs warehouse rent, remoual

demurrage cost for the period front L't fuly 2-18 until

intero entio ns are withdr autn.

Mooirtg a container froru Mombasa to Nairobi under implementati of

promotional freights rates bu the goaerrutlent through lknya Rai a,

which comes to end on 3L't December 20L8. Before introduction of GIt

ted

i

freight seraices, the cost of mozsing a container from Motnbasa to bi

- l-lndertalce zuide consultation betu.teen the Multi Agency Committee ancl

aarifius stalceholders groups to address National concerns, operational



on aaerage ztias USD 800 anrl USD 1000 for 20ft and 40ft respectioely.

Houseaer this now has increased by about 700h and 930h for 20ft and 40ft

respectiaely.

clear the goods. This will ensure marufacturers do not bear the cost of

inefficiencies. Tltis is especially since demurrage has now been considered

an income to the Gozternnrent.

USINESS
ADTOURNMINSI

There being no other business, the meeting was adjournecl at 10.35 p.m.

SIGNATURE

(CHAIRPERSON: SEN. ICBIRU CHAITLES lttrUIlENSON)

DA,E t:t!| i nY,*li?sr :i

l2



6'tLt

F THE MEETIN
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RED

11 A.M

ME14B ENT

i Kibiru Charles Reubenson

(Dr.) AgnesZani

3. Sen Langat Christopher Andrew

4. Sen It4r,rzaruma Johnes

5. Sen Mwangi Paul Githiomi

6 Mercy Chebeni

ABS

E STAND

IZA-T'IO ON

UII.DING

- Clerk Assistant

- Legal Counsel

- Cl'rairperson

- Member

- Member

- Member

- Member

- Member

- Vice-Chairperson

- Member

- Member

MMITTEE

r-Loott

2. Sen.

Sen.

Sen.

Sen.

1.

2.

3

S

uar Loititip

ario Golich Juma

tsa Naomi Shiyonga

T

him Ali Leruk1,. Mr.

2. Mr.

l'he

alcom Ngugi

E

7. Prof Hamadi Boga - Principal Secretary

- Min. Of Agliculture

- Min. Of Agriculture

- Min. Of Agriculture

2. Mr Odera

3. Mr ton Munyialo

4. Ms. ace Agili

g was called to order at 11.05 a.m. by the Chairperson followed by

a word PIayer

S 40: ADOPTI GENDA

The of the meeting was adopted after, it was proposed by Sen. Agnes

Zani seconded by Sen. Naomi Shinyongn as follows;

1



PRAYERS

1. Adoption of the Agenda;

2. Confirmation of Minutes

3. Meeting the Principal Secretary State Department of Agriculture and

Research; and

4.Any Other Business & Adjournment.

MINUTE. SEN/D C S /SC1-TU20L8/L41,: CONFIRMATION OF MINUTES

TRADE BY GOVERNMENT ACTIONS AND SANCTIONS

Principal Secretary Plof. Hamadi Boga briefed the Committee as follows

1t

Ln

Tlrc PS stated tlmt tlrcy lud prooided a response to all tlrc issues rnised;

Most of the issues raised utere not releoant to tlte Ministry and tlrcse queries

ruere directed to tlrc releaant State Department;

The PS stated lhat the 600,000 more tonnes of sugar utas intported into tlrc

country during the said period;

Tlrc Principal Secretary stated that the petitioner was nisinformed in that,

the imported industrial sugar supply utas extrenrcly lotu in 2017 as compared

to 20L6.

The PS stated that tlrc importatiorl lt)as mostly of ruhite sugar and explained

that tlrc use nnd intportatiort of the industrial sugar utas nrostly imported

froru COMESA countries. He stated that tlrc challenge zoas zoith the broun

and industrial sugar ruhichlay uhich utas authorised by National Treasury.

The PS stated that tlrcre is a problem of science in Kenyan agriculture since

there were no high yielding asrieties of sugarcane in Kenya,lea,ilng to losses

hence tlrc need to focus on this area of research;

7)

1A

)

at

The Minutes of the 29th, 30t11, 31st 2nd l,/nd Sittings was differed to the next

sitting:

MINUTE.SEN/DCS/SCTTV2O18442: MEETING PRINCIPAL SECRETARY

STATE DEPARTMEN'T OF AGRICULTURE ON THE PETITIONER IIY

MR. VINCENT OMBAKA CONCERNING DISRUPTION OF LOCAL



7.)u.

atlt

t, tlrc Ministry of Agricultuie had an Mou toith Cubatt goaernment to

tx

x

on high qu.alittl aariety for the purposes of buntper lmt uest to bridge

deficit.

PS qlso aclcnoruledged tlut a lot of the senators' concerns zoere about

issues and thnt, the political econonty tufis a hindrance to the

goaernance of the sugfir industry

publicly ourned sugfir companies also r.lere poorly run tlrcrefore

tization of these companies wfis necessary

PS stnted thnt the main sugar exporting countries lmd superior scientif.c

ures as contpared to Kenya

OL oNs
ndttee resolued to interrogate the contents of tlrc subntissions made by

Petitioner nnd the Cabinet Assistnnt Secretanl, the Comruittee notedtoitlt

National Treasury tmsatisfactorily ansruers to petitioner prayers and

agreed to suntnton Cabinet Secretary to anstuer key issues raisedin

petitiott;

tl Conrrttittee obsen:ed that, proper dnta collection of the nrinistries of

ture and the nteteorological departntent 70as poorly done. Tlrc

ttee noted tlut, farnrcrs might be discouraged front farnting due to the

incurred in sugar industry;

u7. Conunittee rt)as concerned on tlrc little coordination in tlrc ministries.

Coruntittee utanted to lcnout tohy tlrcre roas sudden realization of tlds poor

and aslced rulrcther there uas any conspiracy to deliberately hnae

through the poor research and poor sugar yields so as to intport;

iu, Committee directed that, the PS slrculd come up uith recomntendstions

the Comntittee in terms of legislation in addressing tlrc issues of poor

and funding to research institution. The Contmittee noted tttith

ncern the poor funding by Goaernrnent to tlrc agricultural resesrch sector;

Conunittee obserued tlmt, the ntain problem toith tlrc agriculture sector in

rlas corruption and priaatization of the loss malcing contpanies rlas

a panacea to the collapsing industry. The Committee wggested that,

:nn slrculd be exercised in tlrc priaatization of contpanies in Kenya. Tlrc

nittee adaised that, the ruealc pol'c'es and regulatory enforcenrcnts could

mesn that priztate contpnnies aentures could collapse and layoffs of

U

tt+

,\t

i.



Toorlcers fyom tea factories Teas cited as an exantple of niling economy caused

by the aduerse business enairorunent;

ai. The Committee agreed to enforce strategies fi'om the Goaernment geared

tozuard inaesting in Resenrch and Deaeloptnent. Inaestntent in the science

sector ruas found to be crucial for ntodern day agriculture.

43: ANY OTHER BUSINESS AND
ADJOURNMENRT

There being no other business, the

SIGNATURE...

was adjourned at 10.35 p.m.

ES REUBENSON)
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OF TFIE 32ND MEETIN OF THE STANDING COMMITTEE

TRADE & INDUSTRIALIZATION HELD ON TUESDAY

EMBE 2018 IN RED CROSS BUILDING FIRST FLOOR

FROM 9.15 P.M.

PRESENT

1. Sen Kibiru Charles Reubenson

ON TO

6'I'rI N

2. Sen (Dr.) AgnesZani

3. Sen Langat Christopher Andrew

Mwaruma Johnes

Mwangi Paul Githiomi

Mercy Chebeni

- Chairperson

- Member

- Member

- Member

- Member

- Men-rber

- Vice-Chairperson

- Member

- Member

A+

5

6

1 Sen.

2. Sen.

ABSENT

Anuar Loititip

Wario Golich Juma

Masitsa Naomi Shiyongaa
J

S A SECRETARIAT

1.. Mr Ali Leruk - Clerk Assistant

- Legal Counsel2. Mr Malcom Ngugi

A ANCE

1. Nelson Gaichuhie - Cabinet Assistant Secretary

- National Treasury2. Mr Mwambia Wanyambura

was called to order at 12.20 p.m. by the Chairperson followed

rd of prayer

S 35: ADOtrTION OF AGENDA

The of the meeting was adopted after, it ''.'as proposed by Sen. Agnes

The

byu

Zant seconded by Sen. Naomi Shinyonga as follows;



PRAYERS

1. Adoption of the Agenda;

2. Confirmation of Minutes

3. Meeting the cabinet Assistant secretary - National rreasury

4. Any Other Business & Adjournment.

MINUTE.SEN/D 81737: CONFIRMATION OF MINUTES

The Minutes of the 30u. and 31rt sittings was differed to the next sitting

M TNUTE. S EN/DC S/S CTTV2018/138: MEETING CAB INET ASSISTANT

SECRETARY NATIONAL TREASURY ON TIIE PETITIONER BY MR.

VINCENT OMBAKA CONCERNING DISRUPTION OF LOCAL TRADE

BY GOVERNMENT ACTIONS AND SANCTIONS

The Chairman briefed the meeting that, the key agenda of the meeting was

on a petition by Mr Vincent Ombaka on the disruption of local trade by

goverrunent action and sanctions.

The k"y highlights from the submissions made by Cabinet Assistant

Secretary [Ion. Nelson Gaichuhie National Treasury were as follows:

i. Responding on issue of sugar importation and in its contraaention of tlrc

EAC Customs regulations, the Cabinet Assistant Secretary (CAS) Hon.

Nelson Gaichuhie, stated that on fJE fQttt Feb 2017, the President declared

drought as a national disaster. ThereJbre importation tttas d.one under the

Customs Manngement Act as per tlrc cleclaration of a national disaster;

ii. That, tlrc maize and sugar are essentials commodities and sn gth May 2017 a

meeting Tuas conuene at Harambee House, chaired by Head of Pubtic Sentice

Mr, Kinyua and resolued to end the high prices of milk by inryorting the

sLtgar and milk for purposes of lotuering tlrc ruarket prices altlnugh they did

not aentilate on issue of quantities;

iii. That, the importation of duty free sugar roas in line roith EA Customs

Management Act 5trt 56Jrcflvlr i'r rt B and the Issue uf importation of the

sugar lus been resoloed ruith the assistance of KRA;

2
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tlrc positiae impact of importation of duty free sugar ruas captured and

roaed by the AFFA, The report of AFFA reconunended that the sugar

panies facing deficits should be sided by the importation of sugar duty

and

t, the Treasury dealt ruith figures ftom the authorities and in particular

A 'FA on tlrc 114 metric tonnes expected to fill the defcit in 2017. The

ttee learnt thnt, n special request runs made for sugar millers to be

nl to import sLtgar

and recommendations

sugar cannot be classified as food to mitigate on enrcrgency during

ght for stnruing population;

t, the petition raised serious issues that needed closer scrutiny since the

of sugar in Kenya ut)as a thorny matter. The Committee agreed to limit

to matters of policy;

Committee l()as concern as to uhy tlrc sugnr could not haae been

from the COMESA countries inline ruitlt COMESA regulation;

Committee noted ruith concern uhy the Goaernment could haae

ned the acute shortage of ntilk nnd sugar as reported and ruhy tlrcre

't an outcry nbout the lack of milk;

Committee was informed that, ooer-importation of sugar Tlas a key factor

the dorunfall of Kenya National Trading Corporation;

Committee raised concern on the failure to import of sugar from

MESA nations, ruhich zttas not satisfactorily ansruered. The Conrmittee

that, the petition before the committee utas as a result of serious issues

the ground.

Committee resolaed that the matter should be taken seriously and the

Secretary slnuld be inuited to ansttter on the issues since he is

for Gazette Notice issued; and

Chair adaised that the petition utas not a ruaste of time and issues raised

lt

71'
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the petition are pertinent.
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MINUTE.SEN/DCS/S ANY OTHER BUS INESS AND
aplqutBNI4ENRr

There being no other business, the was adjourned at 10.35 p.m.

CHARLES REUBENSON)
4
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A



a

s

OF THE sl'

ON URIS TRADE & INDUSTRIALIZATION HELD

1'H CTOB IN IiEI)

ot( AI{DIIOO FI{OM I'.M.

1. Sen.

2. Sen.

3. Sen.

4. Sen.

biru Charles Reubenson
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Langat Christopher Andlew
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1. Sen.

2. Sen.

3. Sen.

4. Sen.

5. Sen.

7. Mr'

2. Mr

C,

INA ANCE

1.. Mr incent Ombaka - Petitioner

S

The was called to older at 12.20 p.m. by the Chairperson followed

byu of prayer

EN A PTIOI{ OF AG

The a of the meeting was adopted after', it was proposed by Sen. Agnes

Z,anr seconded by Sen. Naorni Shinyonga as follows;

S

option of the Agenda;

rrmatror-t o f Minutes
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3. g the Petitioner Mr. Vinccnt Ombaka; and
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4. Any Other Business & Adjournment

I\4INUTE.S s/sc't'fI/20"18/13 3: CONITIRMATION OF I\4INUT'ES

f'he Minutes of the 30th sittings was differed to the next sitting:

MINUTE.SE N/D C S/S CTT U 2078 /'],34: MEETING THE PETITIONER MR.

VINCENT OMI]AKA CONCERNING DISRUPTIO N OF LOCAL TRADE

BY GOVERNMENT ACTIONS AND CTIONS

Mr Ornbaka briefed the Cornmittee on the gist of the petition as follows

I,L

That, lrc ruade the petition to tlrc Senate being resident frotn the sugar belt

zones and a resident of the Soutlt Nyanza, in addition to lds inteirest h tlrc

sL:gar sector;

T-hat, the poisonous sugar scandal probleru begnn in 2017 and traders zoere

not bringittg out issues niling tlrc sector;

That, trade uas cited as one of tlrc lcey sectors of tlrc industrialization more so,

ulnlesale I retail trade is linlced to lcetl sectors for rnpid econonic grototh of

Kenya;

Tlut, the Gazette Notice 9801 of october 2017 nnd 12/05/18 Gazette Notice

4536 of 2077, tultich uas issued pursuant to the East Afi.icnn Conununity

Customs Managenrcnt Ac!, 2004 - 114(2) and uas in contraaention of the

COMESA Agreenrcnt;

That, the petitioner stated tlmt the Gazette Notice ruas deceptiae, aimed at

benefi.ting certain persons, he ldghlighted tlrc fact tlmt it ruas impossible to

sltip sugar ruitldn a period of 3 ntontlts on tlrc Gnzette Notice directiues nnd

against tlrc prouision of the CoMESA Agreenrcnt. A proaision is made in

cases of sugar deficit in tlrc Country, for sugar to be intported fi.ont

COMESA nations, before aenturing otlrcr m-srlcets. Tlrc Moy 2072

intportation Gazetle Notice nrcant that tltis t'ule uas breaclrcd tzoice- agr.inst

tlrc local industty and COMESA requirentents;

That, Muntias sugar ruas producing abor.tt 70% of ila sugnr in tlrc country

and tlrc Gozternntettt utas ntisaduised on the intportntiot't o.f dtLty free sugnr

into tlrc couttry since contpnnies irr,irc distributiort contracts tuitlin the

country and they tend to pay nloney in adoance;

la
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tnx debts were cited as a probletn in the sugar industry, tlrc Comruittee

informed on need to snfeguard the COMESA Imports Agreenrcnts

ttg in nind tlnt COMESA partners lnae clrcaper sugar dtte to extensiue

nologies adaancenrcnt applied on production;

t, the intpact of exemptions made a nuntber of traders ruho had laufully

sugar ruithin that period pay hefty import duty and taxes, tltis

d, that the intported sugar led to losses for traders zuith old stoclcs and

tion of aalue chnin. Tlrc local sug(ff industry utss rendered useless and

le to ruatch prices, traders ruere forced to rely on sugar barons ulrc had

free a.r.gar, Tlrc intportntion of the sugar under the Gazette Notice was

illegally;

Conttttittee utas nlso infornrcd on the poisonous sugar scrmdal.'I-|rc Duty

sugar utas terrned as being poisonous by tlrc Cabinet Secretary for

ternnl Sean'ity and lnter tlrc amorphous directiues 70ere giuen to the Kenya

ce Seruice to inaestigate sugar ruith the stLpphl chain at utholesnler's

tribr.rtion poirtts. This directfue led to ngencies intpounding sugar certified

the Kenya Nntionnl BuremL of Standnrds (KNIIS) snd declnred unsafe.

Conunittee utns nlso infornrcd on the traders nho utere ltarassed by police

g transportation and snle of locnl sugar, discrediting Kenya Burenu of

tfuough nrcdia led to ruass hysteria nnd confusion on nrnrket

s, safety and indiscrininately tenning euen tlrc locnl sugar as

tlrc petitiorrcr infornrcd Conunittee on the need to entbrace teclmology,

tlrc Conunittee learnt thnt, tlrcre uas resistance front tlrc causal

for fear of loosing their job. This in tuLrn led to an uncompetitiue

gnr sector impacting on the production;

t, it is prudent to reuiue sL:gnr farurcrs saccos and cooperatiues atd

nce hetter gouerllnnce, 'l-\rc Conunittee noted tlrc interfet'ence of priante

tttas intpedintent to groruth of sugar industry;

t, tlrc Sugnr Act ruas ruorlcing toell for the fnrnrcrs but tlrc introduction of

neu AFA Act lus halted progress nnrl negatiuely intpncted on the sector;

uii
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xtT) That, ugattda tons a.tpposeclly supplying sugar despite lnclcing tlrc capacity,

tlrc Corrunittee ruas inforrned that, Brazilinn sugnr tuas being shipped to

Uganda tlrcn repaclcaged nnrl sold in Kenya; and

That, tlrc locals acquire 51% percent shnrelrclding on tlrc sugnr companies to

dispel that fnllacy that, the goaernment run institutions is not profitable.

LU

Observations and recorrmendations

ll .

That there rttas need to inaite the Cabinet Secretaries - Stnte Departntent of

Trnde, Agriculture and lnterior to explain tlrc real inryact of duty free sugar

as sought by tlrc petitioner;

Tlmt, the Comrnittee obseraed the need to acquire the stntistical fgure as a

proof of issues raised in tlrc petition to alloru the Conmtittee to probe the

runtter from an infomed poittt of aieto tpilh' tlle rcleaant goaernment

institutions;

'llut, tlrcre was need for tlrc Gouernment agencies to inspect goods under tlrc

Food, Drugs and Chemical Substnnces Act in order to nnlce pronouncement

on its safety;

The Comntittee agreed to cnll the petitioner rulrcn need r.rrise to elnborate on

uwesolaed issues tltat ruay entannte from other stalcehok)ers nrceting;

Tlrc Conuttittee noted the need for a taskforce to repeal tlrc sugar Act by tlrc

implementation of the AFA Act;

The Comntittee obsented thnt, tlrcre Tuas no reason to prioatize sugfir

industry or funding Gouerrunent ozoned Sugar Companies as it has failed

seaernlly on Soaernntent bailouts, tlrc Contntittee noted that, irntolaing tlrc

local stalceholders may put it irt ntore precarious position to rip ofr by

outsiders;

Tlmt, the fourth sclrcdule of the constitution of Kenya lists regulation of trad-e,

including unfnir trade practices as a County function; and

Wrclesale traders contribute significantly to cottnty reaenue on Fast Mouing

Consunrcr Products (FMCG) and zuldesale traders sell sugal" as a ruajor

comnndity

ut.
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was adjourned at 1.15 p.rn.
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Kibiru Charles Reubenson

Mwangi Paul Githiomi

Masitsa Naomi Shiyonga

- Chairperson

- Member
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- Member
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Ali Leruk
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was called to order at 12.10 p.m. by the Chairperson followed

of prayer

ADO OF AG

a of the rneeting was aclopted after, it was proposed b1, sen.

Githiomi a.d seconded by sen. Naomi shi.yor-rga as follows;

ption of the Agenda;

on of Minutes



3.Consideration and adoption of the Inquiry Report on Fall of Major

Superm:rrketsl

4.Briefs on the Petition conccrning Disruption of Local Traders;

5. Briefs on the Petition Concerning Reviervs of Larvs Relating to Business

Premises; and

6.Any Other Business & Adjournment.

CO 1-ION

The Minutes of the 29u. Sitting was confirmed as true reflection of the

Committee deliberations :

MINUTE.SI]N/I) CS/S 28: CONSIDIII{A'I'IO NS OF REVISED

S

ON ITALL OF MAIOR S S. l'llTlTIONBYREPORTS

NAIRO BI IMI'OR AND COMM ITTEE COU NTY VISIT

The Cornmittee consirlered the amended Ileports on Itrquiry on tl're FaIl of

Major Supermarkets; Report on the Petition by Nairobi Importers and

Traders; and Report on Taita Taveta, Isiolo and sambulu County visits. The

Committee directed the Secretariat to Plocess aIl reports for tabiing'

A11 the reports amended were initially adopted during the Report Writing

Retreat in Kwale on Saturd ay Zlttl August 2018.

MINUTE.S EN/DCS/S CTTL/2018f729: BITIEFS ON THE PETITION

TTr\l\ITTL'T) I\TTI\TL\_,r-t\ \-Lr\l r rl \ r- T- Tq[)TIr)'I'Tr)NT
u ululrvl l rvat n I TTCAT DEII.S

The Committee was briefed on the Petition concerning the disruption of local

traders.

The Committee resolveci to invite the various stakeholders and report back to

the Senate within the set timeliness'

M EN/DCS/SCT'f 8430: BI{IEF ON THE N

CONCERNING I{EVIEWS OF LAWS REI,ATING TO BUSINESS

PREMISES

1'he Committee was briefed on the Petition concerning reviews of laws

relating to business premises.



J'he ttee resolved to invite the various stakeholders and repor.t back to

the Sena within the set timeliness

ANY BUSINESS AND

The ttee was reminded on the Senate Sitting on Thursday 27tt

Septem 2018 to be held in uasin Gishu and the Committee agreed on the

ProPos meeting with the County Executives in charge of Tourism, Trade

and Ind strialization in the region; and

The advised the Secretariat to undertake thorough research on legal

on the recommendations offrame-.w k and proposal for legislations based

the I Inquily Report.

There no other business, tI-re was adjourned at 1.15 p.m.
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ANNEX 1 ADOI'TION LIST

ADOPTI OF THE REPORT OF THE PETITION ON THE DISRUPTION OF L
TRADE GOVERNMENT ACTION AND SANCTIONS BY MR. VINCENT OMBAKA

OF NAIROBI COUNTY

We, the u Members of the Tourism Trade and Industrialization committee of
hereby append our signatures to adopt the Report-

Charles, MP

Loititip, MP

Githiomi, MP

Langat, MP

Colich, MP

Sen. (Dr.) Zani., MP

Johnes, MP

Naomi, MP

Chebeni, MP

Chairperson

Vice-Chairperson
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