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CHAIRPERSON’S FOREWORD

This report contains proceedings of the Departmental Committee on Agriculture and Livestock on the
Inquiry into the GoK’s Maize Flour Subsidy Programme that was implemented in FY 2022/23.

The objective of the inquiry was to establish whether the Maize Flour Subsidy Programme for Y
2022/28 achieved its objective of providing cheap sifted maize flour to Kenyans and whether there was
value for money. In this respect, evidence that some Kenyans benefitted from the Programme has been
considered by the Committee with utmost interest since it actualizes the value for money aspect.

In recent years, Kenya has been experiencing maize deficit for various reasons including; below average
rainfall performance in amounts and distribution, high cost of agricultural inputs, decreasing acreage of
land for farming due to population growth as well as land use substitution, uneconomical land
subdivision and poor agronomic practices in promoting productivity of the staples among others. To
bridge the deficit, the country resorted to maize importation from the East African Community and the
COMESA Region. However, this was not the case in 2022 because there was poor production of maize
in the Region, which forced the country to explore possibilities outside the nearby sources.

Due to the maize shortage, prices increased from KSh. 8,000 to KSh. 8,500 per 90 Kg bag in April 2022
to KSh. 4,600 to KSh. 5,000 in May 2022 and further to KSh. 6,500 in July 2022. The increase in maize
prices translated into increase in the cost of maize flour. A 2 Kg packet of sifted maize flour was retailing
at between KSh. 190 and KSh. 215 depending on the brand and quality.

To cushion consumers from the high prices, the Government waived duties and levies on maize imports
from countries outside the Fast Africa and COMESA Regions to bridge the gap. Despite this, maize
prices continued to rise due to shortage, disruption in the global supply chain and high fuel prices. The
Government therefore decided to further cushion consumers through the Maize Flour Subsidy
Programme.

In carrying out the inquiry, the Committee initially held meetings with the Cereal Millers Association,
the Grain Mill Owners Association and the Ministry of Agriculture and Livestock Development. The
Committee also received written submissions on the Programme from the National Treasury and
Economic Planning and Office of the Attorney-General.

From the meetings, the Committee established that:

1. the sifted maize flour under the Programme was not stamped (SUBSIDISED OR KSH. 100) and
this may have reduced the success levels of the Programme;

2. two different contracts were produced at the point of commissioning the programme, although
one of the two was signed by all the millers;

3. different amounts of maize tlour were supplied in the Programme, according to the submissions
presented by the Ministry of Agriculture and Livestock Development, the Cereal Millers’
Association and the Grain Mill Owners' Association;

4. the amounts requested to be paid to CMA significantly changed at some point with the
explanation that two millers had been omitted from the initial list; and

5. the membership of GMOA mainly sold their maize flour from their factory outlets after the
announcement of the subsidy programme while those of CMA mainly stuck to their supplies
management processes.
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The committee conducted further verification checks to ascertain that some Kenyans actually bought
maize flour from the millers at KSh. 100 as was indicated by millers in their submissions. From the
triangulated findings, the Committee produced a preliminary report and tabled the same in the National
Assembly on 7t June 2023 (annex 3), clearing the membership of the Grain Mill Owners Association for
payment of the balances owed. The same report regularized the expenditure by the ministry in paying
the membership of GMOA and the outstanding balances from the 2017/18 maize subsidy intervention.

To get further clarification on some outstanding issues, the Committee held meetings with the Ministry
of Agriculture and Livestock Development, the Cereal Millers Association and millers who participated
in the Programme independently (not in CMA or GMOA).

From the meetings, the Committee made various observations as captured in this report and
recommended that the sifted maize flour supplied by the Cereal Millers Association be subjected to
further scrutiny in order to establish whether the flour was actually distributed in the country as alleged
by the Association.

Millers who neither belonged to CMA or GMOA also participated in the Programme contrary to the
Ministry’s submission that only millers in associations participated in the Programme. Investigations
into this need to be carried out to find out what led to this change.

The Committee is grateful to the Offices of the Speaker and Clerk of the National Assembly for the
logistical and technical support accorded to it during its sittings. The Committee further wishes to thank
CMA, GMOA, Ministry of Agriculture and Livestock Development, Office of the Attorney General and
the National Treasury and Economic Planning for making this inquiry successful. Finally, I wish to
express my appreciation to Members of the Committee and the Committee Secretariat who made useful
contributions towards the production and preparation of this report.

On behalf of the Departmental Committee on Agriculture and Livestock and pursuant to provisions of

Standing Order 199(6), it is my pleasant privilege and honour to present to this House the Report of the
Committee on the Inquiry into the Maize Flour Subsidy Programme for FY 2022/23.

Hon. (Dr.) John K. Mutunga, PhD, M.P.
Chairperson, Departmental Committee on Agriculture and Livestock
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CHAPTER ONE
1 PREFACE
1.1 ESTABLISHMENT OF THE COMMITTEE

1. The Departmental Committee on Agriculture and Livestock is one of the twenty Departmental
Committees of the National Assembly established under Standing Order 216 whose mandate under
Standing Order 216 (5) is as follows:

.. 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;

it.  To study the programme and policy objectzves of Ministries and departments and the effectiveness
of thetr implementalion;

i, On a quarterly basis, monitor and report on the implementation of the national budget in respect
of its mandate;

w.  To study and review all the legislation referred to it;

v.  To study, assess and analyse the relative success of the Ministries and departments as measured by
the results obtained as compared with their stated objectives;

vi.  To investigate and inquire into all matters relating to the assigned Ministries and departments as
Uac:y may deem necessary, a nd as may be referred to them by the House;
vit.  To vet and report on all appointments where the Constitution or any law requires the National
Assembly to approve, except those under Standing Order 204 (Commattee on Appointments);
vut.  To examane treaties, agreements and convenlions;
wx.  Tomake reports and recommendations to the House as often as possible, including recommendation
of proposed leguslation;
z.  To consider reports of Commissions and Independent Offices submitted to the House pursuant to
the provisions of Article 254 of the Constitution; and
xt. To examine any questions raised by Members on a matter within its mandate.

1.2 MANDATE OF THE COMMITTEE

2. In accordance with the Second Schedule to the Standing Orders, the Committee is mandated to
consider, agriculture, livestock, food production and marketing.

3. In executing its mandate, the Committee oversees the Ministry of Agriculture and Livestock
Development.

B
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1.8 COMMITTEE MEMBERSHIP

4. The Departmental Committee on Agriculture and Livestock was constituted by the House on 27
October 2022 and comprises the following Members:

Hon. Sabina Wanjiru Chege, CBS, MP
Kitutu Chache North Constituency

Jubilee Party

Hon. Ferdinand Kevin Wanyonyi, MP
Kwanza Constituency
Ford Kenya Party

Hon. Geoftrey Makokha Odanga, MP
Matayos Constitueucy

ODM Party

Hon. Justice Kipsang Kemei, MP
Sigowet/Soin Constituency

UDA Party

Hon. Jared Okello Odoyo, MP
Nyando Constituency

ODM Party

Hon. Lawrence Mpuru Aburi, MP
Tigania East Constituency

NOPEU Party

Hon. David Kiplagat, MP
Soi Constituency

UDA Part

AR I T

Chairperson
Hon. (Dr.) John Kanyuithia Mutunga, PhD, MP
Tigania West Constituency

UDA Party

Vice-Chairperson
Hon. Brighton Leonard Yegon, MP
Konoin Constituency

UDA Party

Hon. Gabriel Gathuka Kagombe, MP
Gatundu South Constituency

UDA Party

Hon. Monicah Muthoni Marubu, MP
Lamu County
Independent Member

Hon. Pamela Njoki Njeru, MP
[Embu County
UDA Party

Hon. Patrick Kibagendi Osero, MP
Borabu Constituency

ODM Part

Hon. Peter Kalerwa Salasya, MP
Mumias [£ast Constituency

DAP-K Party

Hon. Yussuf Mohamed Farah, MP
Wajir West Constituency

ODM Party
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1.4 COMMITTEE SECRETARIAT

5. The Committee is facilitated by the following Secretariat:

M. Victor Kanda Kilimo
Clerk Assistant 111

CPA. Robert Ng'etich
Fiscal Analyst II

Ms. Sheila Chebotibin
Senior Serjeant-At-Arms

Ms. Noelle Chelagat
Media Relations Officer 11

Ms. Lilian Aluga
Protocol Officer 111

Mr. Meldrick Sakani
Audio Officer 111

MS. Laureen ()Illlls'c'l WCSOﬂgﬂ
Clerk Assistant I/Head of Secretariat

Ms. Brigitta Mati
Legal Counsel I

Mr. David Ng’'eno
Research Officer 11

Mr. Gerald Kadede
Legal Counsel II

Mr. Muhumed Shillow
Research Officer I1I

Mr. Richard Sang
Serjeant-At-Arms
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CHAPTER TWO

2 BACKGROUND OF THE MAIZE FLOUR SUBSIDY PROGRAMME

2.1 INTRODUCTION

6.

=1

10.

11.

12.

13.

Maize is a cereal and the most important staple food that is grown and milled in Kenya. It is grown
as a subsistence and commercial crop by both large and small-scale farmers respectively on about
2.2 million hectares of land in Kenya. The current national average production is between 16 and
20, 90 Kgs bags per hectare but with appropriate interventions, production can be doubled.

[t is an important food crop for humans and a key ingredient in many animal feeds. It is a major
source of food not only for Kenya but for people in many parts of the world, particularly in Latin
America and Aftrica,

Global production of maize was estimated at 1.05 billion metric tons in 2022, up from 990 million
metric tons in 2020. Most of the increase in maize production was attributed to China, the United
States of America, Brazil, Mexico, Argentina, South Africa and Ukraine. Modern technology,
especially genetic engineering has led to improved productivity of maize globally, but Kenya is yet
to allow for production and importation of Genetically Modified Maize (BT maize). The shortage
therefore reters to non-GMO white maize.

In efforts to realize high maize production, different countries pursue various interventional
strategies. China, for example, introduced the following interventions aimed at making the country
95% self-sufficient in major cereals: Formulation of policies that support grain production;
development of marketing and logistics systems; putting in place a grain reserve policy; and
supporting the development of grain processing industries.

Some countries in Africa have been implementing various interventions in a bid to increase
productivity in the maize subsector, which has resulted in a drastic increase in maize production as
witnessed in Malawi and Zambia. The Malawian intervention spearheaded by the then President
mainly focused on input cost reduction and moved the country from import dependency to self-
sufficiency.

Kenya has been implementing several interventions aimed at improving maize production and
achieving food and nutritional security in the country.

However, despite the efforts by the previous Government, the country continued to be faced with
food shortage where approximately 4.1 million people were faced with starvation in 2022, forcing
the Government to rely on imports from international markets and neighbouring countries to plug
off the deficit which resulted in negative balance of trade between exports and imports for a long
time.

This in effect threatens Kenya's pursuit for Vision 2030 and the provision of the UN SDGs of
eradicating hunger and poverty by the year 2030 and achieving sustainability in food sufficiency.
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2.2 PAST SUBSIDY PROGRAMMES IN KENYA
Interventions during President Mwai Kibaki’s Administration

14. In September 2011, the former President of the republic of Kenya, HE Mwai Kibaki signed into law
the Price Control (Essential Goods) Bill that allowed Kenya to return to price controls on any
essential commodity after the practice was abandoned in the 1990s in favour of economic
liberalization.

15. The law allowed the Minister for Finance to set maximum prices of gazetted essential commodities
upon consultation with the relevant industry. In the run-up to the 2017 General Election, the
Government used the Order under the Price Control (Essential Goods) Act to cap maize flour prices
at KSh. 90 for a 2 Kg packet after retail prices hit KSh. 14:3.

Interventions during President Uhuru Kenyatta's Administration

16. In mid-2022, maize flour prices sky-rocketed to a record-high price of KSh. 210 for a 2 Kg packet.
The Government introduced a short-term Maize Flour Subsidy Programme implemented between
21 July and 17t August 2022, the height of political activity in the run-up to the 2022 General
Elections.

17. Under the Programme, consumers were to lelChdb{f a 2 Kg packet of sifted maize flour at KSh. 100
down from the then prevailing price of KSh. 210 in a move that was aimed at making the maize flour
affordable to most Kenyans.

18. It has been argued that in the Kenyan model, farmers enjoy a double subsidy. Ideally, the
Government should intervene on either the supply side or the demand side, but not both. For
example: the Government can intervene to keep costs of production as low as possible so that
consumers buy food at market prices or allow producers to sell at market prices and subsidize prices
for consumers who cannot atford these prices.

19. The Kenya Kwanza government is currently trying out production subsidies as opposed to
consumption subsidies which have so far shown impressive results.

Comparative Analysis of Maize Subsidy Programmes with other Jurisdictions

90. The Chinese subsidy programme cushions both farmers and consumers. During harvest, the
Government buys maize at prices higher than the market prices thus enabling farmers to break
even. The Government then sells the same at a price lower than the market price thus cushioning
the consumers. Such a model is ideal where the government is the main dealer on the supply and
the demand side of the equation, and has resources to support her people from other sources.

21. The consumer subsidy model has been used by India and Egypt where households are given a cash
transfer to purchase food. In such countries, consumers do not necessarily produce such
commodities as livelihood support systems and governments may also use revenue from other non-
agricultural sources to ensure that the population spends less on food.

99, Malawi achieved food self-sufficiency through the Farm Input Subsidy Program (FISP) by
increasing smallholder farmers' access to and use of improved agricultural inputs thereby boosting
the incomes of resource-poor farmers. The Program was administered through vouchers or coupons

15 4 h.u..u-.-.l'h\-.- i ot T e - o ik aewesloallX i Tl ke &
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23.

24,

25.

26.

28.

29,

that enabled eligible households to purchase fertilizer, hybrid seeds and pesticides at reduced prices.
The program targeted smallholder farmers who owned land and were legitimate residents of their
villages. The strategy increased maize productivity in Malawi.

Kenya on the other hand has been trying a multiplicity of production-related subsidies, whose
impact has not been felt due to a number of reasons. Through the maize improvement programme’s
e-voucher system, the government has identified and qualified agro-dealers from where farmers can
procure inputs using a government supplied voucher. The farmers are pre-registered with their
acreages of land recorded and verified by agricultural agents in their locality. Whenever the
government supplies are announced, farmers visit their agro-dealers for the inputs. This
programme has doubled productivity in certain parts of the country.

Lessons from the Background Situational Analyses

To maintain stable production and prices, the Government needs to focus on long-term
interventions that will improve productivity and lower the production costs per unit. These include
among others water harvesting and stormwater management initiatives to preserve water during
the rainy season for a later date supplementary irrigation in order to sustain production all year-
round. In the advent of climate change, the government ought to adopt climate-smart agricultural
practices which enable productivity enhancement as well as sustenance of climate responsive actions
and processes.

Increase investment in irrigated agriculture by both the National and county governments as is the
case of the Galana-Kulalu Irrigation Project to increase the area under irrigation as well as area
under preferred cropping systems.

The government needs to restructure the fertilizer subsidy program to improve access and timely
delivery because timeliness of fertilizer application is an essential step in productivity enhancement.
The type of fertilizer supplied should be intricately linked to the soil health substance plan for
specific crop varieties, derived from frequent soil sampling and testing results.

Distance from fertilizer distribution points needs to be reduced to cut down on costs. Long distances
covered by both small and large-scale farmers to access subsidised fertilizer can be reduced through
initiation of temporal or long-term alternative supplies arrangements, as well as opening up satellite
distribution points.

Certain services are essential to be incorporated into the major plan such as extension advisory
services and a multiplicity of other crop monitoring services which respond to emergencies such as
army worm or the recent locust infestation.

Engagement of key players in the industry such as fertilizer dealers will enable the sector to
systematically grow and sustain itself because interruptions will be minimised. It is therefore
important for the government to try as much as possible to intervene through the industry players.

When short-term intervention in the markets is required, it should be strategic and with a clear exit
strategy, which aims at ensuring sustainability. Currently, short-term interventions seem to be the
only response, leading to the same challenges being repeated.
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REPORT ON THE INQUIRY INTO THE MAIZE FLOUR SUBSIDY PROGRAMME FOR THE FINANCIAL YEAR 2022/23

Page 11



31.

2.

Provision and promotion of improved maize seeds that are climate-resilient to counties as well as
effective crop pest and disease control measures are essential considerations in having high and
sustainable sub-sectoral outputs.

Investing in reliable early warning systems to enhance the resilience of farmers in adapting and
mitigating the effects of climate change is essential for accurate decision making in the event of such
occurrences.

2.3 THE MAIZE FLOUR SUBSIDY PROGRAMME FOR FY 2022/23

338.

34..

35.

During consideration of Supplementary Estimates No. 1 for FY 2022/28, Members of the
Departmental Committee on Agriculture and Livestock observed that KSh. 7.267 billion had been
spent on the Maize Flour Subsidy Programme out of which KSh. 4 billion had been paid out under
Article 223 of the Constitution, while KSh. 3.267 billion was yet to be paid to the millers.

The KSh. 4 billion was spent in July 2022 and presented to the Committee for regularisation through
the Supplementary Estimates as required by the Constitution. The Committee did not approve the
expenditure in its entirety on account of lack of clarity due to non-disclosure of information on who
the millers that supplied the subsidised maize flour were, the quantity of maize supplied, the areas
where the subsidised maize flour was sold and the retail outlets that handled the subsidised maize
flour.

It is for the above reasons that the Committee resolved to conduct an Inquiry into the Maize Flour
Subsidy Programme for I'Y 2022/23 whose objectives were, to:
i.  find out whether the Programme achieved its objective.
ii.  establish whether the identification process for the millers was free and fair; and
iii.  find out if there was value for money in the execution of the Programme.
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CHAPTER THREE
3 IMPLEMENTATION OF THE PROGRAMME
8.1 THE TRIGGERS TO THE RESPONSE

36. The Cabinet Secretary for the Ministry of Agriculture, Livestock, Fisheries and Cooperatives issued
a media advisory on 21t July 2022 (annexr 4) updating the country on the implementation of the
national Maize Flour Subsidy Programme. He stated that there was concern about the food situation
in the country and that the government had been monitoring the situation for the past year.

37. He observed that Kenya and the larger Horn of Africa countries had experienced drought in the
previous four years which had resulted into crop failures and poor harvests in some parts of the
country. The situation had been exacerbated by other disasters like a locust invasion in 2019, the
effects of the COVID-19 pandemic in 2020 and 2021 and the Ukraine-Russian War which had
disrupted the global food and farm inputs supply chain. This led to a tremendous increase in the
number of vulnerable households in the country and a rise in the cost of basic food items.

38. He averred that the Government, through the MOALFC had come up with various mitigation
initiatives to arrest the situation. H.IE. the President had announced the Fifth Stimulus Programme
covering the supply and distribution of maize meal across the country on 20t July 2022 (annex 5).
The President had pronounced that a 2 Kg packet of maize flour shall retail at KSh. 100 down from
KSh. 205 until further directed.

8.2 THE SUBSIDY IMPLEMENTATION PROCESS
39. The Government agreed to cushion consumers through the allocation of requisite resources to

finance a Maize Flour Subsidy Programme where the consumer maize flour prices across the
country would be applied as follows (annex 6):

Table 1: Consumer maize ﬂour pr:ces

PACKAGING SIZE SELLING PRICE (KSH.)
1. 1 Kilogramme - § 52.00
g. 2 Kilograms 100.00
3. 0.5 Kilogramme (500 grams) 30.00
4. 5 Kilogrammes 250.00
5. 10 Kilogrammes 490.00
6. 50 Kilogrammes 2,250.00

Source: Minustry of Agriculture and Livestock Development

40. The Government committed to avail the required resources every week for an initial period of four
(4) weeks with an option of extension, to be paid out to millers participating in the Programme.
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3.3 THE SUBSIDY PROGRAMME OVERSIGHT IMPLEMENTATION COMMITTEE

To

operationalise the Maize Flour Subsidy Programme, a Multi-Agency Taskforce (MAT)

comprising representatives from the MOALFC, the National Treasury, NCPB, AFA, KRA, CMA
and Small and Medium Scale Millers Association would oversee the implementation of the
Programme.

3.3.1 TERMS OF REFERENCE FOR THE MULTI-AGENCY TASKFORCE

42. The MAT would be chaired by the Principal Secretary for the State Department for Crops
Development and it would be required to ensure:

1i.

iil.

Vs

Vi,
Vil

viil.

that each miller is registered with AFA as a miller;

that a duly executed and valid contract between the participating millers with the Government
was in place;

oversight of implementation of the Programme for the smooth running of the Maize Flour
Subsidy Programme;

that weekly progress reports on the performance of the Subsidy Programme are prepared and
submitted to the Cabinet Secretary for MOALFC;

that an ESCROW account is opened and operated by the MOALFC at the Central Bank of
Kenya to avoid commingling of funds targeted at the subsidy programme from those of the
mother Ministry;

that sufficient funds are available to run the Programme for the entire implementation period;
timely processing of payment for invoices received from the participating millers within the
agreed timelines as set out under Article 4.4 of the contract is achieved;

that any necessary official communication and documents relating to the Maize Flour Subsidy
Programme are prepared and signed by the chairperson; and

that any other duty pertaining to the Subsidy Programme as allocated by the Government from
time to time is undertaken.

3.3.2 ROLES OF PARTICIPATING GOVERNMENT INSTITUTIONS (MOALFC, TNT, KRA,
AFA AND NCPB)

43. Government agencies in the MA'T were tasked to execute the following roles:

1.

Verity the list of all registered millers participating in the Subsidy Plogl amme;

ii. The State Department for Crops Development and Agricultural Research was tasked to
nominate, train and deploy officers to be present in each participating miller’s premises and
depots;

iii. The deployed Ministry officials were tasked to verify:

a. The opening stock of maize held by participating millers at the commencement date of the
Subsidy Programme;

b. Daily maize intake quantity records;

c. Daily production records of maize flour; and

d. Daily dispatch records and delivery notes by the millers.

iv. Submit daily reports on the activities of the millers including operating hours;

v. Ensure accuracy and correctness of the requisite documents to be provided by the miller as
proof of daily production, dispatch and sale of maize flour as guided through the contract;

vi. The documents in 5 above were verified, signed and stamped by the MOALFC officers as
confirmation of dispatch and sale of the maize flour. They included:

a. The invoice to the miller’s customers for the maize flour sold; and
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b.  Delivery or dispatch documents evidencing the sale of sifted maize flour.

vil. Receive a list of approved payments and authorized payments to millers; and

viil. The National Treasury to avail the requisite funds for the Maize Flour Subsidy Programme
and oversight the execution of the ESCROW account.

3.3.3 ROLE OF MILLER ASSOCIATIONS/MILLERS

44, Millers participating in the Programme were required to:
i.  Beregistered or seek registration with AFA to be incorporated in the Subsidy Programme;
1.  Declare milling and utilisation capacities and stocks held by the millers participating in the
Subsidy Programme at the commencement date of the Programme;
iii.  Operate under associations of millers for identification and confirmation of payments;
iv.  Submit daily invoices for the subsidy amount due to the Principal Secretary, State Department
for Crop Development and Agricultural Research;
v.  Continue to purchase maize at the prevailing market rates;
vi. Supply maize flour to the market as per the terms of the Subsidy Programme contract; and
vii.  Conform to the prescribed KEBS quality standard applicable under the laws of Kenya and
implemented by KIEBS, particularly regarding maize aflatoxin levels.

3.3.4 ROLE OF RENYA BUREAU OF STANDARDS

45. KEBS was tasked to undertake surveillance and ad hoc quality inspection of the maize flour from
millers at the point of production as well as at the retail outlets to ensure that the milled flour
products conform to the KEBS standards.

3.3 MOALFC FACTSHEET
The Ministry released a factsheet on the Subsidy Programme with the following details (annex 7):

46. Period for the Programme: The Subsidy Programme was to run for 4 weeks from 20" July 2022
to 20t August 2022.

47. Participants in the Programme: Registered millers who indicated their interest in participating in
the Programme and signed individual contracts with the MOALFC.

48. Beneficiaries of the Programme: All Kenyans across the country.

49. Restriction on the number of packets that a consumer could buy: There would be no restriction,
however, re-sale was prohibited and the Government would use relevant authorities to bring those
engaging in the malpractice to account.

50. Rationing of the subsidized maize flour: There was no scarcity of maize flour, but the price was
high affecting access by some households. Availability and access to maize flour was expected to
stabilize when imports continued flowing into the country and the long rains seasonal production
hit the market. There was therefore no need to panic and stock up excess maize flour.

51. The Ministry was however monitoring the situation to determine whether there was need to limit
the purchase of maize flour by each retailer and if need be, a limit of 4 to 6 kgs would be imposed on
retail customers.
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52. Where the KSh. 100 per 2 Kg maize flour could be bought: The Flour would be available in
most retail and wholesale outlets across the country. Millers would continue with the normal
distribution of the maize flour.

53. Brands sold at the subsidized price: Millers willing to partner with the Government would avail
their brands at the subsidised price. All brands of sifted maize flour from the participating millers
would be available in their market outlets.

54. What was expected to happen if maize flour prices reverted to over KSh. 200 after the 4
weeks: It was expected that the maize deficit would ease after the end of August 2022 and the maize
prices would begin to go down.
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CHAPTER FOUR
4 STAKEHOLDER SUBMISSIONS ON THE MAIZE FLOUR SUBSIDY PROGRAMME

55.In a bid to establish the status of the Maize Flour Subsidy Programme for the Financial Year
2022/28, the Committee invited stakeholders for meetings via letters REF:
NA/DDC/A&L/2028/005 (annex 8), NA/DDC/A&L/2023/006 (annex 9),
NA/DDC/A&L/2023/039 (annex 10) and NA/DDC/A&L/2028/040 (annex 11). The Committee
received and discussed submissions from the following staleholders:

1. Cereal Millers’ Association
ii.  Grain Mill Owners’ Association
iii.  Ministry of Agriculture and Livestock Development

iv.  The National Treasury and Economic Planning
V. Office of the Attorney General
Vi, Independent Millers

The stakeholders submitted as follows:
4.1 CEREAL MILLERS’ ASSOCIATION

In a meeting held on Tuesday, 14" March 2023, Ms. Paloma FFernandes, Chief Executive Officer of the
Cereal Millers” Association responded to the questions asked by the Committee as follows (anner 12):

56. How the millers who participated in the process were identified from the totality of the
sector: The Programme was open to all millers. Each miller signed their contract with the Ministry
of Agriculture, Livestock, Fisheries and Cooperatives with clear terms.

57. The Context and content of the contracts issued to the millers for the supply of subsidized
maize flour: Article three of the contract signed between the millers and the Government provided
for pricing and calculation of the subsidy. The Government signed contracts with one hundred and
twenty-nine (129) milling companies including twenty-nine (29) from CMA. Their report was
however silent on how the millers were notified to participate in the Subsidy Programme.

58. How the contracts to supply the subsidized maize flour were awarded to the identified
millers: Every participating miller was required to have been registered by the Agriculture and
Food Authority (AFFA). The miller was required to:

i.  declare their milling and utilization capacities and maize stocks held at the commencement
date of the Programme;
ii. declare their participation in an association for identification and confirmation of the
payments;
il submit daily invoices for the subsidy amount due to the PS, State Department for Crop
Development and Agricultural Research; and
v. conform with the KEEBS quality standards as applied under the laws of Kenya particularly

with regards to the aflatoxin levels.

59. The amount of maize flour that was supplied under the Programme and the scope of coverage
of the country: CMA reported that according to NCPB, 5,264,073 (24 Kg) bales of flour totalling
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126,357,752 Kgs were supplied by all millers. They also attached the amount of maize flour that was
supplied in each region as at 19" August 2022.

They stated that out of the total amount of maize flour that was supplied, the Association sold
40,417,298 Kgs (47.2%) through the general trade outlets, 20,908,448 Kgs (24.4%) through their
retail outlets, 8,392,565 Kgs (9.8%) through van sales and 6,889,864 Kgs (8%) through walk-ins or
factory-based direct sales.

Table 2: Maize quur Distribution

% R | e Ay

1. | Alpha Grain Millers &= = = - =

2. | Bellamy Milling Co. 501,408 541,248 48,960 3,240 1,094,856
Limited

3. | Buftalo Millers 620,260 316,242 - 851,178 1,787,680
Limited

4. | Capwell Industries 4,487,978 9,496,228 - 17,400 6,951,001
Limited

5. Eastern Flour Mills 985,283 86,490 = 127,588 499,311

6. | Eldoret Grains 1,167,681 1,114,256 266,422 469,545 3,017,904
Limited

7. | Goldleaf Kenya 855,557 18,648 - 41,304 915,509
Limited

8. | Grain Industries 12,696 66,840 4,716 20,496 134,748
Limited

9. |Isinya Investments 697,200 343,200 - - 1,040,400
Limited

10. | Jahazi Millers 1,661,976 - - - 1,661,976
Limited

11. | Kabansora  Millers 3,210,582 - - 52,668 3,268,200
Limited

12. | Karibu Flour Mills 1,434,264 - - 5,568 1,439,832
Ltd

18. | Kensalrise Limited 1,796,444 1,449,289 51,816 52,148 3,349,697

14. | Kitale Industries 1,836,254 56,030 - 681,040 2,078,324
Limited

15. | Kitui  Flour Mills 227,968 5,549,526 5,185,846 1,868,267 | 12,281,607
Limited

16. | Lukenya Flour Mills 46,248 - - - 46,248

17. | Mama Millers 298,852 447,950 199,480 147,682 1,098,914
Limited

18. | Max Grains Limited 2,847,246 596,845 - 79,719 3,528,810

19. | Mombasa Maize 4,611,001 887,006 17,842 18,161 5,488,510
(NRB) Ltd.

20. | Mombasa Maize 641,968 70,656 - 355,682 1,068,306
Millers Kisumu
Limited
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2,572,199 |

21. | Mombasa Maize 7,729,298 1,570,806 1,673,477 | 18,645,780
Millers Ltd.

22. | Osho Grain Millers 106,608 297,184 22,080 9,336 665,208
Limited

23. | Pembe Flour Mills 5,083,352 1,756,198 - 576,987 7,416,487
Limited

24. | Unga Limited 1,950,917 1,143,680 1,008 121,251 3,216,856

25. | United Millers 859,997 667,398 - - 1,527,395
Limited

26. | Ustawi Grain Millers - - 72,696 - 72,696
Limited

27. | Wakulima Flour 1,221,336 91,680 - 49,272 1,362,288
Millers Ltd.

28. | Afraha Flour Mills 1,518,936 - - 8,928 1,527,864
Limited

29. | Trident Millers - 1,319,280 - 148,704 1,467,984
Limited

GRAND TOTAL 49,417,293 | 20,908,448 8,392,565 6,889,864 | 85,608,170

Source: Cereal Millers’ Association

Table 3: Percentag

i JEN SR LT e AN . f
1. General trade 49,417,293 b57.73
9. Retail and modern trade 20,908,448 24,42
3. Van sales 8,392,565 9.80
4, Walk-ins 6,889,864 8.05
TOTAL 85,608,170 100
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The pie chart below illustrates the information in table three above.

FLOUR SOLD THROUGH DIFFERENT
DISTRIBUTION CHANNELS

m General trade

Retail and modern trade

Van sales

Woalk-ins

60. The amount of money that the government owes for the supply of maize: Members of CMA
reported to have supplied 85,608,170 Kgs of maize flour worth KSh. 4,495,856,547.12. The millers

were paid KSh. 1,905,845,37

breakdown of the money paid and what is owed to CMA.

_Table 4: Outstanding payment to CMA

AMOUNT

7.07 leaving a balance of KSh. 2,589,511,170.05. Table 8 shows a

Alpha G: ain Mll]el s

147,677,287.34

66 506 235.88

1. 214,188,478.22

2. | Bellamy Milling Co. Limited 57,492,718.32 51,816,081.04 6,176,632.28
3. | Buffalo Millers Limited 93,871,057.12 84,611,719.94 9,259,887.18
4. | Capwell Industries Limited 865,007,966.28 277,185,809.00 87,829, 657.28
5. | Eastern Flour Mills 26,219,549.19 20,584,932.34 5,684,616.85
6. Eldoret Grains Limited 158,475,155.86 0.00 158,475,155.86
7. Goldleat Kenya Limited 18,071,66G.87 48,074,666.87 0.00
8. | Grain Industries Limited 7,074,676.80 163,836.40 6,910,740.40
9. Isinya Investments Limited 54,639,138.00 36,916,121.76 17,717,016.24
10. | Jahazi Millers Limited 87,278,108.72 68,973,848.12 18,299,265.60
11. | Kabansora Millers Limited 171,355,975.64 171,855,975.64 0.00
12. | Karibu Flour Mills Ltd 75,607,978.04 53,398,065.60 22,209,914+ 40
18. | Kensalrise Limited 175,898,117.07 186,215,792.65 39,682,324.42
14. | Kitale Industries Limited 108,849,621.57 14,865,5673.60 98,984,047.97
15. | Kitul Flour Mills Limited 644,980,860.77 0.00 644,930,860.77
16. | Lukenya Flour Mills 2,428,5659.56 0.00 2,428,559.56
17. | Mama Millers Limited 57,443,211.00 4,644,392.00 52,798,819.00
18. | Max Grains Limited 185,040,895.70 159,769,918.75 25,270,976.95
19. | Mombasa Maize (NRB) Ltd. 287,947,895.46 45,485,947 .48 242,511,947.98
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Mombasa Maize Millers

Kisumu Limited

56,098,881.87

0.00

56,098,881.87

21,

Mombasa Maize Millers Ltd.

711,288,911.17

30,157,620.00

681,181,291.17

22,

Osho Grain Millers Limited

34,931,180.75

34,931,180.73

0.00

23.

Pembe Flour Mills Limited

389,451,714.00

295,146,399.00

94,505,515.00

24,

Unga Limited

168,917,109.96

27,988,298.20

140,928,811.76

25,

United Millers Limited

80,191,889.09

18,115,7538.02

52,076,136.07

26.

Ustawi Grain Millers Limited

3,817,388.1¢2

1,828,666G.28

1,988,721.84

27

Wakulima Flour Millers Ltd.

71,535,990.52

46,184,777.01

95,851,218.51

28. | Afraha Flour Mills Limited 80,230,685.07 62,712,798.52 17,517,891.55

29. | Trident Millers Limited 77,086,276.40 67,640,477.78 9,44:5,798.62

TOTAL 4,495,356,547.12 | 1,905,845,377.07 | 2,589,5611,170.05

Source: Cereal Millers’ Association

6G1.

62.

How the distribution of maize flour was done under the Programme, how it was managed
and any possible list of retail outlets that flour reached: CMA reported that a multi-agency task
force was put in place to oversee the successful implementation of the Programme.

The Ministry of Agriculture, Livestock, Fisheries and Cooperatives was responsible for deploying
market surveillance teams to ensure that the flour was sold at the maximum recommended retail
price of KSh. 100 per 2 Kg packet.

The Committee held a follow up meeting with CMA to clarify on some outstanding issues on 21+
June 2023. CMA was represented by Wamae and Allen Advocates who, unfortunately, did not aptly
respond to the questions raised by the Committee (annex 13).

4.2 GRAIN MILL OWNERS’ ASSOCIATION

In a meeting held on Tuesday, 14" March 2023, Mr. Ken Nyaga, the Chairman of the Grain Mill Owners’
Association responded to the questions asked by the Committee as follows, THAT (annexr 14):

63. The Grain Mill Owners Association (GMOA) is the umbrella Association of medium and small-

scale millers in Kenya. The Association represented their membership in the Maize FFlour Subsidy
Programme and had three representatives in the Programme's oversight implementation
committee. F'rom their written submissions, the committee extracted the following answers to the
questions on the Inquiry questions and sought clarifications form their chairman:

. How the millers who participated in the process were identified from the totality in the

sector: The membership of the GMOA was not involved in the initial discussions and actual
negotiations of the programme contracts, contents, limitations and processes, while CMA was part
and parcel of the process from the beginning. The chairman of GMOA, was called by the CS,
MOALFC after meetings with CMA had taken place and had to burn the midnight oil in making
urgent arrangements to have the membership of GMOA incorporated into the Subsidy Programme.
The Programme was later opened to all millers (through their associations), who registered their
interest to participate in and signed contracts with the Ministry of Agriculture, Livestock, Fisheries
and Cooperatives. Their report indicated that it was suspected that the membership of the GMOA
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