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! The name of the Ministry in charge of livestocfaa® has changed several times. Whatever the aame
particular time, in this report the name of the Idiry in charge of livestock affairs has been abiated as

MoLD.
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Summary

This report gives background information on the dairy and meat sectors in Kenya. The report includes
information on cattle, sheep and goats, the pig and poultry sectors and some information on hides and
skins. It gives a summary of opportunities and constraints in these sectors and presents suggestions

concerning activities which possibly could be of use for the Dutch agribusiness and could benefit from
support through development co-operation.

The agricultural sector is the backbone of the Kenyan economy as it contributes to around 25% of the
GNP and employs 75% of the labour force. The livestock sector numbers around 13, million cattle, 22
million sheep and goats and 1 million camels. Besides that there are on average about 350,000 pigs
and 25 million chickens. The livestock sub-sector contributes 10% to the GNP of which 3.5%
originates from the dairy sector. Total beef and milk from cattle are estimated on 320,000 MT and 3
million MT per annum. The fast majority of the beef is produced by the pastoral system in the ASAL
areas providing livelihood for about 3 million people. Small-scale farmers in the high potential areas
produce 75% of the cattle milk. Their number is estimated between 6 and 700,000. The engine for the
Kenyan livestock sector is the domestic market. The local market from urban centres and towns
demands around 300,000 MT of beef per annum and export of milk products amounts to less than 1%
of the total amount of cattle milk produced. Although the local market is by far the most important, the
sector and the Government are interested to increase export.

The main constraints in the dairy sector are in the field of animal husbandry, supply of inputs and
services including credit and milk marketing. The main constraints in the meat sector are animal
diseases, animal nutrition, traditional subsistence animal husbandry and marketing of animals. An
outbreak of Rift Valley Fever stopped the export of live animals completely. There is however good
potential to increase the output of the dairy and meat sectors, both in terms of quantity and quality.

The Kenyan livestock sector used to have a reasonably well established infrastructure. Unfortunately
the quality of this structure had eroded during the nineties and has not been adapted to the changing
situation, with thousands of small-scale farmers and increased attention for the ASAL areas. The
Government puts in a lot of effort to change the situation. Increased output of the livestock sector will
be achieved by further commercialisation improved security and infrastructure, adequate supply of
inputs and services and value addition in production areas where possible. This in combination with
production systems based on sustainability and conservation of the natural environment.

In the meat sector a number of multilateral and bilateral projects are being implemented in the fields of
animal disease control, quality control, livestock marketing, and development of producers’
organisations. Especially producers’ organisations could play a positive role in improving the off take
of the herds. Producer’s organisation can also play an important role in the dairy sector, especially
concerning milk marketing and input supply.

Chapter 11 of this report gives options and ideas for the Dutch businesses sector to participate in the
further development of the Kenyan livestock sector. These options and ideas relate to long term co-
operation between Dutch and Kenyan companies and organisations and supplies of equipment and
services.

For successful operation on the Kenyan market it is important to:
Find a good business partner with good connections in the sector and interested in long term co-
operation;
Have control over as many steps in the supply chain as possible (from the production and supply
of raw materials to sale of the product to the consumer or importer)
Make use of the Dutch programmes for the support of sustainable economic development (e.g.
EVD, public-private partnerships, FMO etc)

Being well-informed and well prepared and having a clear idea of what should be achieved is an
important first step for every form of co-operation. It is hoped that this report will contribute to that.
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1 Introduction and background

1.1 Introduction

TEAMPro will organise a trade mission to Kenya, which will concentrate on the Kenyan dairy and meat
sectors. This visit has been planned for 19- 23 May '08.

This mission has been organised on the request of EVD of the Dutch Ministry of Economic Affairs and
is supported by the Dutch Ministry for Agriculture, Nature Management and Food Quality.

This report is prepared on request of the office of the Counsellor for Agriculture, Nature and Food
Quality of the Royal Netherlands Embassy in Nairobi to provide background information on the dairy
and meat sector in Kenya for the participants of the trade mission. The report identifies the
development constraints and opportunities and makes suggestions for value chains in which Dutch
agri-business and / or development co-operation could play a role. In addition to the meat sector the
report also covers briefly the hides and skins, and leather sector.

The report is based on the available documentation (see reference list in chapter 13) updated with
information from sources in Kenya and the Netherlands and information collected by the author. The
author visited Kenya among others for this purpose during the period from 14 — 24 April '08.

The post election violence early 2008 after the presidential elections in December has caused a
tremendous damage to the Kenya society. Loss of live (it is generally believed that about 1,000 people
have died during the disturbances), displaced people (estimated in the range of 300,000),
establishment of refugee camps, human suffering and loss of trust and confidence among people
have really put a scar on the Kenyan Society. These disturbances also have caused serious damage
to the economy. This of course concerns the tourist industry, but also the livestock industry is much
affected. Loss of property, livestock and milk production and consumers losses are considerable.
According to an unpublished presentation from February '08 by Mr. Boniface Mburu of Land O’ Lakes,
total losses are estimated on slightly over KES 7 billion. Towards the end of April the new coalition
government has been inaugurated with Mr. Mwai Kibaki as President and Mr. Raila Odinga as Prime
Minister. The fast majority of Kenyans is happy with this outcome and really hope that conciliation and
the route to development can now be picked up again.

The most recent figures and information in this report are from 2007. This means, that except for the
foregoing paragraph, no further information on the effect of the post election violence has been
included in this report.

1.2  General information and the relative importance of the livestock sector

Kenya has a total area of land of 582,650 km?, including 13,400 km2 of water. Based on the land area
Kenya is almost 17 times the land area of the Netherlands. Only about 20% of the total area of Kenya
is suitable for arable agriculture. The area suitable for arable agriculture supports over 70% of the
population. 70% of Kenya's landmass falls in the category Arid and Semi Arid Lands (ASAL). The
pastoralists in these areas make up about 25% of the population and they have 50% of all livestock.

According to the 1999 census the total population amounted to 29 million. Recent estimates (2007)
mentioned by the Kenya National Bureau of Statistics (KNBS) put the Kenyan population on almost 37
million with the population growth rate on almost 2.8% and live expectancy at birth on just over 54 for
male and just over 59 for female.

During the first two decades after independence, Kenya’s economy grew on average by about 6% per
year. This robust growth was associated largely with the growth registered in agriculture during the
same period. In the last two decades, however, the economic growth was on decline. During the
nineties GDP growth had gone down to about 1.5%. This slow growth had much to do with the poor
quality Government of that time, the misuse of funds, poor priority setting, poorly sequenced
liberalisation process, prolonged draught, rapid population growth, impact of HIV/AIDS and insecurity.
This continued up to 2002, when the GDP grew by negative 1.2%. The elections of 2002 ended the
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Moi - KANU Government and the National Rainbow Coalition under the lead of President Kibaki came
into power.

Much was done to restore the economy. The Poverty Reduction Strategy Paper (PRSP) of 2000
formed the foundation for the Economic Recovery Strategy (ERS, 2003—-2007) for Wealth and
Employment Creation, published in 2003. The Economic Recovery Strategy has worked out well. The
GDP has gradually grown from + 3% in 2003, 4.9% in 2004, 5.8% in 2005 till 6% in 2006. As per 2006
GDP (at market prices) stands at KES 45,447 per capita (equal to US$ 654 at the average exchange
rate of 2006).

Agriculture is the backbone of Kenya's economy and accounts for 23 - 25% of GDP. The sector
employs 75% of the labour force and accounts for around 65% of the total export earnings. Tea,
horticulture, livestock and to a lesser extent coffee are the main products. Livestock as sub-sector of
agriculture contributes accounts for about 10% of the GDP. Dairy production is a major source of
livelihood for the families of 6 — 800,000 small-scale farmers for whom dairy farming is a primary
activity. The dairy sub-sector also offers employment along the milk marketing chain (estimated at
365,000 jobs). Dairy farming contributes around 3.5 % of the total GDP. Smallholder dairy production
accounts for 75 — 80% of the total milk production.

1.3  History of the livestock sector

Most Kenyan communities have traditionally kept livestock for subsistence, prestige and as a form of
insurance against drought. Among the main breeds kept were East African zebu, the Boran cattle,
East African goats, the Galla goats, red Maasai sheep, Black Head Somali sheep, the one hump
camel and indigenous poultry.

Concerning the development of the dairy sector 3 time periods can be considered as follows.

The colonial period (1900 — 1962)

The European settlers introduced exotic livestock breeds in Kenya in 1902. This was also the start of
market oriented farming. The Veterinary Research Laboratories in Kabete and the Animal Husbandry
Research Station in Naivasha were started in 1903 to assist in controlling livestock diseases and to
provide animal husbandry research services. The Kenya Co-operative Creameries (KCC) was
founded in 1925 to process and market dairy products (mainly butter and cheese) locally and abroad.
The Central Artificial Insemination Station (CAIS) was established in 1946 in Kabete to control
reproductive diseases and to improve the genetic quality. The Kenya Dairy Board was established in
1958 to regulate the dairy marketing.

It took up to 1954 when a colonial policy paper (the Swynnerton Plan) allowed African farmers to
engage in commercial dairy farming and to keep exotic and cross-bred livestock. The Kenya Meat
Commission (KMC) was established in 1950 to purchase livestock and to acquire, establish and
operate abattoirs in the country. By 1963, when Kenya attained independence from Britain, the
number of pure-bred exotic cattle and their crosses with local East African zebu had expanded to
about 400,000 animals.

Post-Independence and Market Control Period (1963-1989)

After independence many foreign settlers sold their farms to Africans or to the Government. Many of
these farms were rapidly sold to African smallholders. The Kibaki Commission of 1964 on Dairy
Industry Development actually opened up the KCC to all producers through the abolition of the milk
production and delivery quota system. Thus, the KCC expanded with processing and cooling plants
that were set up around the country, particularly in the main milk producing areas, with government
guaranteed loans, and with its milk buying and selling prices being determined by the government.
Gradually, smallholders started to take the lead in the development of market oriented dairy
production.

The post - independence government continued the supportive policies inherited from the previous
colonial government, including the provision of extension, tick control, credit, veterinary and breeding
services. To this end, the Kenya National Atrtificial Insemination Service (KNAIS) was established in
1965 to boost Artificial Insemination (Al) service. This relatively efficient provision of free or very cheap
livestock services has helped the small-scale farmers to become the major producers. Although milk
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production expanded rapidly, the systems originally set up to support a few large-scale settler farmers
proved financially unsustainable in meeting the needs of thousands of smallholders. Hence the
government gradually privatised these services via the Structural Adjustment Programmes (SAP’S)
and the element of ‘cost-sharing’ was introduced.

Dairy Market Liberalisation Period (1990 and Beyond)

The liberalisation of the dairy industry was accompanied by policy changes that led to considerable
changes in institutional aspects of the dairy sub-sector, including increased private sector participation
and government divestiture. Such services as Artificial Insemination (Al), veterinary clinical services
and tick control (dipping) were liberalised in 1991 and handed over to the private sector, farmers’
organisation or the community. The removal of the government supported services led to the decline
in the performance of the dairy industry because the private sector was not well prepared to take over
and the majority of the farmers could not afford to pay for the more expensive Al, dipping and clinical
services. Indeed, many of the farmers reverted to the use of bulls for breeding purposes, thereby
leading to a decline in milk productivity.

In 1992, milk marketing was liberalised. This policy change effectively ended the KCC's monopoly in
milk marketing in urban areas and prompted the KDB to start licensing new processors and other dairy
industry players. Liberalisation resulted in an influx of sales of raw milk, especially in urban and peri-
urban areas. The Dairy Development Policy of 1993 addressed the challenges posed by the
liberalisation reforms including a smooth exit of government from the provision of some of the
government supported services, intensification of dairy production systems, increasing production in
non-traditional areas, and opening up milk processing to new investors.

KCC was not able to thrive in a liberalised environment due to political interference, inappropriate use
of funds and poor management among other factors. By 1999, the KCC was bankrupt and nearly
collapsing while owing farmers and other suppliers large sums of money. Consequently, the farmers
were left with no alternative other than selling their milk to the informal market and other upcoming
private processors. With time, some of these upstart processors also collapsed, leaving the farmers
once again owed millions of shillings. Excess supplies and lack of marketing infrastructure in the form
of financially stable processors resulted in low farm - gate prices and disillusioned producers.

The result was a failing and unattractive dairy sub-sector, with the farmers being unwilling and unable
to invest in productivity enhancing inputs like adequate and nutritive feed and improved genetics.
Those who were able to sell their milk received low prices; milk collection was often erratic, thus
leaving farmers with large quantities of unsold surpluses. The inefficient and unreliable milk marketing
system led to the development of alternative marketing channels, especially through co-operatives
and itinerant traders mainly in urban areas.

Despite the noble objectives of the Dairy Development Policy of 1993, it has been unable to
adequately address the challenges posed by a liberalised dairy market environment. The private
sector failed to adequately fill the gaps in the provision of support services and the supply of inputs,
including breeding, veterinary, clinical and credit services. As a result the dairy sector came into a
deep dip, as was the case with the whole economy.

This continued till 2003 when National Rainbow Coalition under the lead of President Kibaki came into
power. As mentioned already from then onwards the Government gives much attention to the revival
of the economy. In the Economic Recovery Strategy, the Government explicitly commits itself to the
revitalisation of the dairy industry within the broad framework of agricultural development. Further, the
ERS identifies the agricultural sector as key to reviving economic growth, an aspect that is further
articulated in the sector-wide Strategy for Revitalising Agriculture (SRA, 2004-2014). The broad vision
of the SRA is evolution of a globally and regionally competitive agricultural sector made up of
commercially oriented producers accessing the best quality inputs and services. SRA envisages
government’s role as being limited to making policy, and emphasises clear separation of policy-
making, regulation, commercial functions and service delivery. This indeed helped to stabilise the
markets and has worked for the benefit of the farmers, the agricultural sector and the economy in
general. Against the foregoing background the Government has among others supported the renewed
take off of KCC in 2003 (now called ‘New KCC’) and the restart of the KMC in 2006. This to ensure
sound and healthy competition in the dairy and meat sector.
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As follow-up of the Strategy for Revitalising Agriculture (SRA, 2004-2014) the MoLD now works on a
New National Livestock Policy (Draft Sessional Paper of May 2007), which still has to be approved by
Parliament. This new National Livestock Policy covers policy matters concerning technical aspects like
breeding, nutrition, feeding and disease control but also gives much attention to value addition, quality
aspects, marketing, research and extension and cross cutting issues that affect the livestock industry.
Important crosscutting issues covered include the rights of livestock keepers to have (access to) land,
water, infrastructure, security. It also pays attention to proper gender approaches, capacity building,
resolving of complications appearing from HIV-AIDS + other human diseases and environmental and
wildlife requirements. The impression is that the document puts the livestock industry in a much wider
context and as such really covers the relevant aspects for the livestock keepers to make progress.

KMC back on the road again!
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2 Laws and regulations facing the sector

The legal framework to govern the livestock sector is organised as follows:

2.1  Ministry of Livestock and Fisheries Development (MoLD)

The main functions of the MoLD include development of livestock industry, range development and
management, veterinary services and disease control, livestock production and extension services,
development of fisheries industry, development of bee keeping industry and hides and skins.
Appropriate institutions under the Ministry include:

2.2 Kenya Dairy Board (KDB)

The main regulatory body in the dairy industry is the KDB, established under the Dairy Industry Act,
Cap 336 of the Laws of Kenya. The Board is managed by a Board of Directors with a Chairman
appointed by the Ministry.

KDB has the responsibility of developing, promoting and regulating the dairy industry. The main
functions of KDB are the enforcement of national standards for the dairy industry, training for the
industry; facilitation of stakeholders’ activities; maintenance of a databank for the dairy industry and
regulation of imports. In practice, KDB has largely been a reactive institution that has concentrated its
efforts in policing the activities of milk hawkers and other unlicensed operators in the industry. This is
to safeguard the cess, which provides nearly 80% of its revenue rather than acting in the interests of
all consumers.

Other functions of the KDB include:
Organise, regulate and develop efficient production, marketing, distribution and supply of dairy
produce required by different classes of consumers;
Promote quality assurance to attain the high quality products with emphasis on hygiene of milk
production;
Encourage proper use of milk containers for transportation and storage facilities for milk and milk
products;
Regulate the sales of raw milk and importation of dairy produce;
Promote the consumption of quality milk and milk products;
Develop, promote and advise on proper packaging equipment and materials;
Licensing of milk producers and processors to permit a high degree of private enterprise in
production and processing of dairy products;
Enforcement of the Dairy Industry Act through anti-hawking operations and prosecutions;
Training farmers on clean milk production and modern techniques of animal management through
short courses and seminars.

2.3  Kenya Livestock Marketing Council

The Council regards itself as a private entity. Membership is open to all livestock traders upon
payment of 500 shillings annual membership fees. A board and an executive committee run the
Council. The structure of the Council begins at community levels reporting to the District Councils. The
Districts report to the National Council. So far, 10 district Councils have been formed in predominantly
pastoral areas. The Council has set itself a number of ambitious objectives to include:

Advocacy for the rights of traders;

Promoting livestock and livestock products while marketing from pastoral areas;

Identifying market gaps locally, regionally and internationally;

Enhancing the dissemination of market information to both producers and traders;

Liaison with pastoralists at grass root level,

Support the exportation of live animals to alleviate poverty;

Support the entrepreneurs investing in slaughterhouses, cold storages, and other premises for

improved livestock marketing;

Undertake extension services in liaison with the Government;

Fund solicitation for credit facilities and offering group guarantees.
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2.4  Kenya Bureau of Standards

Kenya Bureau of Standards is the statutory body charged with enforcement of standards and
certification of quality standards of all products and services in the country. Its role is largely confined
to the large processors and importers of dairy and meat products since most of the smaller enterprises
do not even have labels against which they can be traced.

2.5 Government Acts

A number of Government laws and regulations impact livestock marketing in one-way or another.
These include the Animal Diseases Act; the Hides and Skins Act; the Stock and Produce Theft Act;
the Stock Traders Licensing Act; the Pig Industry Act; the Dairy Industry Act; the Co-operatives Act
and Hatchery Rules.

Kenya Stock Traders Licensing Act of 1962, revised 1983

The Stock Traders Licensing Act, CAP 498 implies that ‘No persons shall carry on the trade or
business of a stock trader without a license, whether as a principal, partner or agent. The exceptions
are farmers who buy, sell or barter stock in the course of their business as farmers and residents in
special areas set apart for the use of the tribe to which they belong. The Act empowers Provincial and
District Commissioners to issue stock trader licenses, while the police, administrative, veterinary
officers or inspectors are empowered to inspect the license on demand.

The Animal Diseases Act, CAP 364, 1972 (revised 1989)

This Act provides the Veterinary Director with the following powers:
Declare areas infected, issue provisions affecting infected areas (isolation, disinfections and
movement of animals), search for infected animals
Prohibit importation of animals, slaughter and disposal of forfeited animals and carcass of infected
animals, search and detain suspects
Indemnity and payment of compensation
Prescribe fees for drugs and vaccines, prohibit use of vaccines or drugs

The Act also incorporates the Subsidiary Legislation of The Animal Disease Rules related to:
Importation of Animals; Movement of Animals; Infected Areas; Further provisions to prevent spread of
disease; and, Miscellaneous Provisions. Animal Disease rules for Birds, Compulsory Rinderpest
vaccination, control of Pig diseases are also incorporated. Subsidiary Legislation also includes the
requirement of a license for importation through Mombasa or Lamu ports or through Kisumu, Nairobi
and Mombasa airports only. The legislation also covers the examination of imported animals,
certificates required for imported animals, tests to be carried out, quarantine procedures and the
requirements of other certificates if necessary.

Dairy Industry Act Cap 336
The Act provides for the establishment of the Kenya Dairy Board that is mandated to promote and
regulate the dairy industry.

The Pig Industry Act cap 361

The pig industry act establishes the Pig Industry Board whose role is to license bacon factories and
pig butchers, to license and control exports of pig meat and bacon and to generally control the pig
industry.

The Co-operative Societies (Amendment) Act

This act establishes co-operatives and gives powers to the minister of co-operatives to appoint a
commissioner who is charged with the responsibilities of registering all co-operative societies provided
they fulfil the basic requirements as stipulated by the law and to provide guidelines into the registration
and the running of co-operatives.

The Hides, Skins and Leather Trade Act Cap 359

This act amends and consolidates the law relating to trade in hides, skins and leather; provides for the
co-ordination and control of the trade and development of the hides, skins and leather industry; and for
connected purposes. The act restricts the buying of hides, skins or leather for the purposes of resale,
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tanning, re-tanning or finishing or for manufacturing of manufactured goods in Kenya or for export,
unless one is in possession of a buyer’s license issued by a licensing officer. The act also gives
guidelines on export and import of hides, skins or leather.

The Stock and Produce Theft Act Cap 355
This act provides for penalties imposed for the theft of stock or produce and to make persons liable to
account for the possession of stock or produce in certain cases.

As mentioned in paragraph 1.3 the government now works on a new National Livestock Policy of
which a first draft has been presented in May '07. According to the new National Livestock Policy the
legislation and also the organisational set-up of the livestock will be reviewed and adapted and a
number of new Boards have been foreseen. The general tendency is to increase stakeholder
participation in governing the sector, to accommodate changes as required by the further liberalisation
of the sector and to increase efficiency. The general conclusion concerning implications for
investments is that the Government tries to create and maintain an enabling environment and to
attract foreign investments in order to stimulate growth of the economy.
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3 The livestock sector in general

3.1 Livestock population numbers

No actual data are available on the number of livestock. The last livestock census was held by FAO in
1965. Since then the number of animals has been estimated . This is done by MoLD staff at district
level and subsequently aggregated at provincial and national level.

Type of animals 2002 2005% 2006"
1. Grade dairy cattle (total head) 3,498 3,313
2. Beef cattle (total head) + 9,500 + 9,100
2.B. Zebu cattle (mainly the pastoral system) + 95%
2.A. Animals in the commercial beef prod. system +5%
Total cattle 11,500 13,000 12,400
3. Sheep 18,6607 | 10,034 9,286
4. Goats 99 % indigenous 13,883 12,856
rest: improved exotic dairy goats
5. Camels 931 1,050
6. Pigs 332 320
7. Poultry (total numbers) 27,902 26,857
8. Ostrich 3.3

Table 1 Estimated livestock population (numbers x 1,000)
Source: FAO Livestock sector brief, Kenya (March 2005)
Sheep and goats combined together

Source: Animal production division, MoLD

(1a)
(2

The dairy herd is estimated on around 3.3 million animals. The dairy herd includes grade animals and
their crosses. Grade animals predominantly consist out of Friesians, but also Jersey, Guernsey,
Ayrshire, Sahiwal and other breeds. (The Sahiwal, although a zebu type of animal is counted as
grade, because of his milk production characteristics).

The average composition of the dairy herd is assumed to be as follows.

Mature cows 45 — 55 %
Heifer > 1 year 9-11%

Heifer < 1 year 12-14%
Bulls and bull calves 15-19 %
Steers 11-13%

Table 2 Composition of the dairy herd
Source: Animal production division, MoLD

The percentage cows in the zebu herd and the commercial beef herd is estimated on 60 — 65% and
50 — 55% respectively.

3.2  Cattle production systems

The dairy and indigenous cattle production system can be divided into four broad categories (two
large- and two small-scale systems). This grouping is based on the genotype of the cattle, the major
products or objectives of production, the region (and with that the physical climate) and the socio-
economic environment. The socio- economic environment includes the market orientation and
management input according to intensive, semi intensive and extensive (depending on the degree of
external inputs and labour). The table on the next page summaries the grouping.
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Production System Genotype Major products Purpose Management Perc. of Perc. of | Major production regions
the cattle* | the milk*

LARGE SCALE

1. Intensive dairy Exotic Dairy Entirely Intensive 2% 15% Central Rift Valley
market
oriented
2. Extensive dairy- Zebu Dairy & meat Mostly Extensive 35% 8% North & South Rift Valley,
meat pastoralism Eastern and Coast

SMALL SCALE

3. Intensive to semi- | Exotic and Dairy & manure Mostly Intensive to 21% 66% Central Province, Central Rift
intensive dairy crosses market semi-intensive Valley and Coast
manure oriented

4. Semi-intensive Zebu and few | Dairy, meat, draught | Mostly Semi-intensive 41% 11% Nyanza, Western, Coast,
dairy-meat- crosses and manure subsistence Eastern and Rift Valley

draught-manure

100% 100%

* Based on global information of the MoLD and estimates by the author.

Table 3  Dairy and indigenous cattle production systems in Kenya
Source: Adapted from The Kenya Dairy Sub-Sector, A Rapid Appraisal Report by M. Waithaka, J. Nyangaga, D.M. Mwangi, H.G. Muriuki and S. Staal
Smallholder Dairy (R&D) Project; October 2004

Quick Scan of the Dairy and Beef Sectors of Kenya (May '08) Page 12



3.3 Animal health and veterinary service

Unfortunately the appointment for a discussion at the Department of Veterinary Services did not
succeed and neither did the subsequent attempts by phone and email. From discussions with others it
appeared that DVS works among others on the implementation of:

1. Establishment of disease free zones (DFZs)
Establishment of DFZs is important in order to maximise profits from the livestock resource in
particular parts of the country. The zone must be demarcated by natural, artificial or legal barriers,
and must be under adequate disease surveillance and movement of livestock must be controlled.

2. Establishment of Export zones
A system of zonation and compartmentalisation whereby certain areas are declared free of
certain list A diseases. An export zone is an area within a country where measures are in place to
satisfy all the requirements of a particular importer.

3.4  Atrtificial insemination

Artificial insemination in Kenya started with the establishment of the Central Artificial Insemination
Station (CAIS) in 1946 for the production of semen.

Successful countrywide delivery of Al services since 1966 through the Kenya National Artificial
Insemination Services (KNAIS) has been a major contributor to the growth of dairy farming in Kenya.
These services continued to improve until 1979 with a peak of about 542,000 inseminations, out of
which 9% were carried out on zebu animals. This number dropped dramatically and reached to
195,000 inseminations in 1992, with only 1% being conducted in zebu cows (KNAIS, 1994). The
number of inseminations by KNAIS continued to drop to only about 7,000 inseminations in 2000.

In contrast, the number of inseminations by private Al providers (including coops and private
veterinarians) has been rising steadily, surpassing those provided by KNAIS in 1995, when about
97,000 inseminations were conducted. This figure rose to about 113,000 inseminations in 1996, but
has since then also been on the decline and has dropped to about 74,000 inseminations in 2000. The
dramatic decline in the number of inseminations provided by KNAIS since 1981 may have greatly
affected the genetic quality of the dairy cattle population.

Some years ago the distribution of semen has been reorganised and privatised. CAIS now distributes
the semen through private agents country wide. These private agents may do inseminations
themselves, but very often they supply semen to private operating inseminators, co-operatives and
larger scale farms. KNAIS has become a supervisory organisation to overlook and control the work of
the private inseminators. In this respect KNAIS closely works together with the District Veterinary
Offices.

CAIS continues to produce the semen. In this capacity CAIS works together with a number of
International companies like WWS, ABS, Semex and HighChem (E.A. Dairy). Holland Genetics
imports and distributes semen via Cooper Kenya Ltd. The policy of CAIS is to use cows bred from
imported semen as bull mothers and in this way take advantage from the genetic potential of imported
semen for the selection of bulls for its own semen production.
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Recent figures of the MoLD show that the number of inseminations has increased considerably during
recent years.

Description 2003 2004 2005 2006

Inseminations via Government services | 4,802 4,584 4,033 2,801
Inseminations by private sector 81,743| 145,299| 157,775| 206,278
Total 86,545| 149,883| 161,808 209,079

Table 4 Number of inseminations during 2003 —2006
Source: MolLD, DVS

As at 2007 there are over 500 private Al service providers. The Government still maintains a few Al
schemes in parts of Rift Valley, Nyanza and Western Province.

Though increasing participation through the private sector (e.g., dairy co-ops, private veterinarians and
companies such as ABS, WWS and others) has somehow improved the situation, many smallholder
farmers are still found to rely on private, communal- or NGO-provided bulls for breeding. The
government has attempted to improve dairy production in Western Kenya through provision of
improved bulls. In the absence of efficient Al services and with the high price for heifers, upgrading
through bull services provides an useful alternative. The farmers at least have a way to get the
animals pregnant and it may still improve the genetics. The obvious disadvantage of spread of
reproductive diseases however remains.
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4 The dairy sector

4.1  Total milk produced by cows, goats and camels

The total amount of milk produced is estimated via the number of animals, the percentage in lactation
and the average yield per lactating animal as follows.

Type of Animal Est. yield per animal Total milk Perc.
(kglyear) (million MT/year)
Grade cattle 1,500 2.550 74%
Zebu cattle 250 0.500 14%
Camels 1,440 0.282 8%
Dairy goats 225 0.011 <0.5%
Indigenous goats 60 0.118 3.5%
Total + 3.5 min. MT 100%

Table 5 Estimated milk production per type of animal and contribution to total animal
milk production during 2006 (MT = Metric Tons)
Source: Animal production division, MoLD

Almost 90% of the milk produced originates from cattle. Camel milk is produced and consumed in the
ASAL areas, while some of it is marketed within Malindi, Laikipia and Isiolo as wel as being sent
directly to markets in Nairobi and Mombasa. The milk is sold at relatively high prices KES 60-70/L.
(The Kenya Dairy Sub-Sector, A Rapid Appraisal Report by M. Waithaka, J. Nyangaga, D.M. Mwangi,
H.G. Muriuki and S. Staal Smallholder Dairy (R&D) Project; October 2004). Goats are kept in the high
potential area’s as well as in the ASAL areas. Goat milk constitutes about 4% of the total milk
production. Trading in goat milk apparently is very little.

4.2 Disposal and marketing of milk from cattle

About 70% of the cattle milk produced is marketed, being around 2.2 million MT. The milk remaining
on the farm is used for human consumption and for calfrearing. Around 70 % of the grade dairy cattle
is kept on small scale farms with on average 2 — 3 cows. Home consumption of milk is estimated on 2
L per family per day. The situation with few animals per farm and a considerable home consumption
is one of the major factors explaining that around 1/3 of the milk produced remains on the farm. The
figure below shows the major milk marketing channels.

Milk Marketing Channels

Amnual Marketed Mill: — 2, 200t litres ‘

Direct Saleg 1754 24%% ) 2% - 44m litres
4304 374m litres 528m litres 13% 330m
024m litres litres
Dairy Co-ops |
0 1 12% 264m
: 6% - litres
Meobile Traders 132m litres
‘ Milk Bars, Shaps, Kiosks Processots
27 o
\/ sk Litces _14/6 30&m
litres
[ CONSUMERS ]

Figure 1  Milk marketing channels based on 2.2 Million MT of marketed milk from cattle in total.
Source:  Power Point presentation on ‘The impact of Post Election Violence on the Kenyan Dairy
Industry’ by Mr. Boniface Mburu of Land O’ Lakes of February '08.
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The chart shows the predominance of raw milk sales, which account to 86% of the total marketed milk.
A large proportion of the raw milk sales goes via a large group of informal vendors (commonly referred
to as ‘milk hawkers’). They deliver non-processed milk directly from the farmers or via the dairy co-ops
to consumers, especially in the urban and town centres. Hawkers pay the farmers a price comparative
to the processors or societies or even a bit less. Since they usually practice ‘payment on the spot’

farmers are willing to accept a bit lower price. Hawkers sell the milk directly to consumers in the urban
areas and towns. Table 6 shows the retail prices charged by hawkers to the consumers in main towns.

Town Retall prices charges
(KES per L)
Na!<urg 3235 Table 6 Retail prices charged by
Nairobi 28 -35 . ) o
. hawkers’ (April '08)
Kisumu 40 — 40 Souce: Verbal communication KDB
Mombasa 30-40 '

Hawkers sell unpacked raw milk for a relatively cheap price. By doing so they in fact serve a segment
of the milk market, which otherwise (if these consumers would have to buy the much more expensive
processed and packed milk) would be non existent, at least for a part. Processed milk is just too
expensive for a part of the clients served by the hawkers.

Only 14% of the marketed milk goes through the processors. Based on the annual figures of 2006, out
of the estimated total amount of milk produced by grade and zebu dairy cattle of slightly over 3 million
MT, only 0.36 million MT went to through the processors. In this way the quantity of processed cattle
milk works out to be around 12% of the cattle milk produced and about 17% of the cattle milk
marketed. The total milk handled by the formal sector in 2007 had increased to 423,112,875 million L,
around 14% of the amount of cattle milk produced.

The quantity of processed milk has almost tripled during the period 2001 — 2007 as shown by the
figure below. Also because of sanitary reasons and as a matter of public health KDB and the Kenyan
Government make attempts to stimulate the sale of processed milk and to reduce the role of the ‘milk
hawkers’. Concerning the public health risks it should however be realised that most of the traded raw
milk is boiled to make tea or used for cooking. Because of this the health risks associated with the
trading of raw milk may in fact be limited.

MILK INTAKES IN THE FORMAL SECTOR
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Figure 2  Milk intake by the formal sector during 2001 — 2007
Source:  KDB (unpublished information)
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4.3  Marketing of processed milk

The dairy processing industry in Kenya makes a range of products including pasteurised milk, drinking
yoghurts (plain and flavoured), cultured milk (mala), UHT whole milk, low-fat and flavoured, butter, a
whole range of cheeses, full cream and skimmed milk powder and ghee.

Since the liberalisation of the milk processing in 1992 the variety of products, ways of packing and size
of content has increased tremendously. Appendix 1 gives for the 4 main processors a review of the
products, the way of packing and size of content. The Kenyan retail market for dairy products offer the
consumer a range of products, ways of packing and size of content, which is comparable with Western
Europe.

Appendix 1 also includes the retail prices. Using the present exchange rate consumer prices tend to
be slightly above the retail prices in Holland.

4.4  Import and export of milk and dairy products

Kenya has been generally self-sufficient in
dairy requirements in the past and has not
experienced significant importation of dairy
products except during years of extreme

J drought. Kenya imports very small
ﬂ guantities of dairy products, usually less
than 1% of domestic production (Muriuki et
= \ al. 2003).

In general, the engine of the Kenya dairy
industry is the domestic market.

Figure 3 Import and export of dairy
products in L milk equivalent
during the period 2001 — 2006

Source:  KDB unpublished information

—— TR e

Between 1985 and 1997, annual milk powder imports averaged 1444 tonnes. Since liberalisation of
the industry, fresh milk and butter exports averaged 158 and 381 tonnes per year, respectively (Staal
et al. 2002).
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&

Table 7  Export of dairy products during the first half-year of 2007
Source: KRA
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Tanzania, Uganda, Democratic Republic of Kongo, Burundi and Rwanda and Sudan are the major
importing countries of the Kenyan dairy products. The table also shows the very limited extent of the
export, in half a year the exports amount to almost 14 million L milk equivalents. On annual basis this
is less than 10% of the amount of milk processed and between 1- 2% of the total amount of marketed
milk per year.

4.5 Long-term projections

Long-term projections of the local demand and supply of dairy products are difficult to make in the
absence of reliable data concerning the key determinants. Demand for milk is a function of population
size, income levels, the income elasticity of the demand for milk and dairy products and to a lesser
extent, taste and preference over other products. Supply of milk and dairy products is influenced by
the size of the national dairy herd, its productivity, availability and costs of roughage, inputs and
support services, the marketing situation, including the farm gate price of milk and cattle and the
possibility to sell.

% %

)&
(&
%&
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~ *

S

%

—e—Projected Milk Production (Million LTRS)

=—g=—=Projected Milk Consumption (Million LTRS)

Figure 4 Project Milk production and consumption during 2004 — 2014
Source: Ministry of Livestock and Fisheries Development and KDB

Several scenarios have been worked out by KDB. The graphical presentation above is based on the
following reasoning and assumptions.

Supply projection Total milk production in Kenya in 2002 was about 3,100 million L. The supply of milk
is estimated to grow by 4.0% per annum up to 2010 and from 2010 to 2014 with 4.5 % per annum.
MoLD and KDB consider the assumed growth rates realistic, given the growth in the actual milk supply
between 1995 and 2002 of 4.0% per annum. According to the growth rates used, milk supply is
expected to increase from 3,100 million L in 2002 till almost 5,000 million L in 2014.

Demand Projection Per capita milk consumption in Kenya is characterised by a strong urban
consumption bias, the ratio of urban-to-rural per capita consumption being about 63:37. Consumption
of milk in Kenya is expected to increase steadily as population, urbanisation and per capita income
rise and is estimated to grow in the next 10 years with 3.0 % per annum up to the year 2010 and by
4.0 % per annum up to the year 2014. Based on these percentages projected consumption will
increase from almost 3,000 million L in 2004 till 4,147 million L in 2014.

Following the foregoing trends and projections Kenya is likely to face a situation where production is
increasingly higher than demand. In absolute terms the projected surplus will gradually increase from
354 million L in 2004 to 837 million L in 2014. As percentage of the estimated annual production the
surplus is projected to increase from slightly over 10% in 2004 till almost 17% in 2014. Based on this
figures Kenya has the potential to increase its exports.

The foregoing is a kind of ‘best estimate’ based on extrapolation of existing trends, without a
mathematical relation to the underlying determining factors. This limits the reliability of the estimate.
From the other side, there may always be unexpected developments, which cause estimates to
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become very far from the reality, even in case of very sophisticated models. The disruptive effect of
the post election violence is such an example.

4.6  Milk processors

The liberalisation of the milk market in 1992 has led to a rapid growth of the number of milk
processors. In total there are over 50 dairy processors of which at present about 30 are active. The
next figure shows the market share of the main processors.

Market Share of Kenyan Dairy Processors — Dec 2007

Adarsh
Developers
2%

Gthungurt Umuru

" Greenland Dairy
0.4%

Figure 5 Market share of the main dairy processor in Kenya as at December 2007
Source:  Power Point presentation on ‘The impact of Post Election Violence on the Kenyan Dairy
Industry’ by Mr. Boniface Mburu of Land O’ Lakes of February '08.

Appendix 2 includes the list of all processor together with their installed capacity, actual capacity and
range of products. The installed capacity indicates a considerable under utilisation of the processing
capacity. However this conclusion has to be considered with care as especially concerning New KCC
not the entire installed capacity will be operational.

4.7  Farm gate prices of milk and dairy cattle

The milk price paid by processors used to be around KES 18/= per L during 2007. At present (end of
Aril '08) the price varies from KES 21/L till KES 26/L (with New KCC and Spinknit at the bottom line,
Brookside at KES 23 and Adarsh Developers at the top of the range). This big increase has much to
do with the post election violence during the first months of 2008 and the subsequent milk shortage.

The milk price paid by processors varies with the season. Farmers usually get a higher milk price
during the dry season to compensate for the extra feeding costs. In case the farmer deliveries the milk
via a co-operative collection centre, they still deduct their fees, which may go up to KES 3 per L.
Besides the price a very important issue for the farmers is the assurance, whether he will be able to
deliver year-round. During the flush period some processors stop collection during the flush period
when there is no market for all milk. In many areas also the evening milk is not collected.

Quick Scan of the Dairy and Beef Sectors of Kenya (May '08) Page 19



According to the MoLD at present the prices of dairy cattle range from KES 10,000 for culls and
calves) to over KES 120,000 for pedigree animals available from breeders. The lower price bracket is
charged in the smallholder sector while the higher price, usually over KES 80,000 for a dairy cow, is
charged by well established large scale farms, mostly breeders.

4.8 Factors associated with the success of the dair  y industry

Kenya is one of the leading countries of Sub-Saharan Africa concerning dairy production. Factors that

brought Kenya in this position are:

1. Being a country without major mineral deposits Kenya has from colonial time onwards embarked
on its agricultural and livestock sector as main contributors to income and gainful employment.
The Kenyan population in general also has affinity with livestock and agricultural production.

2. Favourable weather conditions for grade dairy cattle in the highlands

3. Along history in dairy production, which has led to a widespread tradition and knowledge among
the rural community about dairy farming and livestock keeping, a considerable herd of good
quality grade dairy cattle and crosses and basically a fair infrastructure for dairy production.

4. The Kenya Government and KDB pursue in collaboration with stakeholders favourable policies
and supportive legislation to support the dairy industry

5. The Kenyan Government actively supports activities (already for a long time), to promote and
improve the dairy sector through research, training and extension.

6. The Kenya Government and KDB enforce regulations aimed at curbing cheap and subsidised
imported dairy products.

4.9  Major constraints of the dairy sector

Proper infrastructure (roads, electricity)

Adequate milk collection and marketing system

Adequate availability of good quality dairy farming inputs and services
Availability of good quality dairy animals

Availability of short and medium credit

Good quality animal husbandry and farming practices among farmers

Proper interaction and priority setting between research, extension and training

4.10 Challenges for the further development of the dairy sector

1. Improved milk collection by establishing an intensive network of milk collection centres in the
main small-scale production areas. Also the availability of all weather roads in the small-scale
production areas will ease the transport of milk from farms to the collection and subsequently from
the collection centres to the processors. With a good network of collection centres and good roads
also much more of the evening milk can be collected, resulting in a higher marketing percentage
of milk from smallholders.

2. Collection centres to become farm service centres from where the farmer can buy livestock
inputs and services (veterinarian, Al and extension. These service centres may also provide inputs
on credit.

3. Increase productivity by providing good quality veterinary and Al services within reach of the
farmers and promotion of proper animal husbandry and farming techniques (e.g. feeding and
supplementation, herd fertility, calfrearing, fodder production, proper manure handling, etc.)

4. Seasonality in production , leading to a shortfall during the main dry period (January to April) and
surplus production in the flush period (all other months) even at times resulting in a part of the milk
remaining uncollected. This problem is partly challenged through production and storage of UHT
milk and the production of milk powder. An ongoing study looks into the feasibility and modalities
of the establishment and operation of a new modern milk drying plant in combination with the
storage of a strategic reserve of milk powder, as a collective operation of the main milk
processors. This study is partly funded by the Dutch Government via the PESP programme and
implemented by Farmco in co-operation with Relco wet & dry (PESP 06.049).

5. Development of a clear policy on milk production, processing and marketing emphasising
hygiene standards, health and safety standards and review of the relevant policies and legal
framework to guide the livestock industry.
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Compliance to SPS standards such as tracebility

Facilitate healthy competition among processors to the benefit of the farmers and the sector
Promote local consumption and export of dairy products and enforcement of regulations aimed
at curbing cheap and subsidised imported dairy imports

9. Improve the quality of milk handling and trading by the informal sector.

© N

Zero grazing farmers

Supply 70 — 80 % of the milk
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5 Meat sector

5.1 Total meat production (beef, sheep and goats, p  igs, poultry and camel)

Accurate figures on the total amount of meat produced are not available. The slaughterhouse statistics
give an under estimate as a considerable number of animals is slaughtered outside. The figures on
hides & skins probably give the best estimate, although also here deviation comes in as not all hides &
skins are marketed and the number may be effected by unrecorded cross border trade.

According to information from MoLD as mentioned in the new National Livestock Policy (draft
document of May 2007) annual meat production is estimated as follows:
Beef320,000 MT

Sheep & Goats 70,000 MT
Poultry meat 20,000 MT
Pigs* 11,000 MT
Camel meat 6,600 MT

Red meat production in Kenya is estimated at 390,000 MT with the bulk of the supply coming from
ASAL areas. A small proportion of the beef supply comes from dairy herds.

The foregoing figures are reasonably in line with the FAO statistics as mentioned in the FAO Livestock
Sector Brief March 2005. This except for the poultry meat and the meat from camels, which is not
included in the FAO statistics.

Type of animal 2002"

kg/lhead” | %%° | MT/year
Total meat: 452.6
- Beef 159 16.1 295.0
- Mutton and goat 11 28.4 57.0
- Pig 50 68.6 11.4
- Poultry 1.2 164.9 |54.0

Total meat production in 1,000 MT

Source: FAO Livestock Sector Brief March 2005
Carcass weight in kg per animal

Percentage slaughtered per year

'1I'able 8

2
3

Table 9 gives the number of animals slaughtered according to recent estimates of MoLD.

Type of animal 2005 (x 1,000) | 2006 (x 1,000)
Cattle and calves 1,786 1,911
Sheep and goats 4,220 4,382
Pigs (sows, boars, fatteners, weaners, piglets) 153 169
Poultry:

- Indigenous 8,600 8,813

- Broilers 4,731 4,167

- Culled layers 690 669

Table 9
Source:

Number of animals slaughtered at abattoirs during 2005 and 2006

KNBS Agricultural figures 2007 for figures concerning cattle, sheep and goats
(Based on purchase for slaughter by all licensed abattoirs)

MoLD for figures on pigs and poultry

The total heads of livestock purchased for slaughter by the abattoirs has been around 6,000 heads
during recent years. Sheep and goats formed the bulk of animals purchased for slaughter contributing
to over 60% of the total heads bought for slaughter. The purchase of pigs for slaughter by licensed
abattoirs has been between 150,000 to 175,000 during recent years and varies according to trends in
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tourism. Farmers Choice Company is the main processor of pork products e.g. sausages, ham, bacon,
salami etc.

5.2  Local meat consumption

According to FAO Livestock Sector Brief of March 2005 the consumption of meat per capita has
gradually gown down from almost 20 kg per year in 1980 to about 16 kg per year in 2002. About ¥ of
the meat per capita concerns beef. The remaining comes for a large extent from sheep and goat. In
the local market, pork meat is not as popular as other types of meat e.g. beef, mutton or even poultry.

Game Meat

The contribution of game meat is negligible accounting for less than 1% of the total meat consumed in
the country. Game meat is exclusively served in selected high class hotels and restaurants and is
associated with big ranches that have to crop their game animals if they go beyond a certain level.
The two main farms that are associated with game meat are Maasai Ostrich Farm (in Kajiado District
about 35 km from Nairobi) for Ostrich meat production and Nile Crocodile farm in Mombasa.

5.3 Beef production systems
Beef is derived from several production systems as follows.

Extensive pastoralist system

The rangelands of Kenya cover some 70% of the total surface land area and support about 6 million
zebu cattle. About % of these herds consists of the Small East African Zebu (SEAZ) a small animal
with low body weight. The remaining consists of the bigger type of Zebu. Going by sales, slaughtered
animals and hides & skins, it is estimated that beef produced and marketed from the pastoral areas
amounts to around 70% of the total output in the country. The extensive pastoralist system is under
pressure as more and more of their land is used for other purposes as just one of the reasons.

Dairy sector
Bulls from the dairy sector in the high potential areas and cull cows produce a considerable amount of
beef as by-product from the dairy industry.

Beef ranching

Beef ranching has been on a downward trend since independence. Most commercial ranches have
been bought by land buying companies and co-operatives. Very often these companies and co-
operatives have sub-divided the ranch in smaller plots, which are used by people who don't use the
land for ranching. There has been lack of commitment and good will from the side of the owners as
apparently evidenced by low equity contribution, poor loan repayment and mismanagement of the
group property. This has caused livestock production to suffer a major set back, resulting in
understocked ranches and reduced beef production.

The closure of KMC in 1986 is also an important factor contributing to the decrease of beef ranching.
KMC was the main outlet for beef animals to the export market and its closure had serious negative
consequences for the profitability of commercial beef production. This circumstance contributed to the
loss of interest for this activity.

Feedlot fattening system

This system has been tried in the past and gave good technical results. The problem these days is the
limited availability of suitable feeds for feedlot fattening and the high cost of these feeds. Because of
the high costs of feeds, feedlot fattening is not feasible at present and at this time not practised.
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5.4  Livestock marketing system and prices

In Kenya the domestic market for livestock consists of primary, secondary and the terminal markets.
Stock change hands either once or twice before reaching the terminal markets.

Primary Secondairy Terminal
Moyale - Nairobi Mandera — Garissa — Nairobi | Mandera — Wajir — Garissa -
or Nairobi
Turkana — Eldoret - Nairobi

Table 10  Livestock Supply Chain
Source: An Audit of the livestock marketing status in Kenya, Ethiopia & Sudan
by Yakub Aklilu- April 2002

From the analysis it appears that stock changes hands three times in very few cases.

The main suppliers of stock to Nairobi, Mombasa, Malindi and other terminal markets are as
shown in table 11 below.

Species Source districts

Cattle Marsabit, Moyale, Laikipia, Garissa, Kuria, Kajiado, Narok,
Machakos, Isiolo, Nakuru, Migori, Mandera

Goats Marsabit, Moyale, Isiolo, Wajir, Garissa, Kajiado, Turkana,
Machakos, Mandera

Camels Marsabit, Garissa, Isiolo, Moyale

Table 11 Source of Cattle, Goats and Camels
Source:  Audit of the Livestock Marketing Status in Kenya, 2002 by Yacob Aklilu

The market for livestock supplies is increasingly expanding both locally and regionally. Nearly all the
cattle sourced at Moyale and some of the cattle and goats purchased at Mandera market originate
from the Borana and Somali regions of Ethiopia. Small numbers of cattle originating from Eastern
Equatoria of South Sudan and the Southwestern part of Ethiopia are routed to Eldoret and Nairobi
through Lokichogio and Lodwar. A significant proportion of the cattle in Garissa market comes from
Somalia. Similarly livestock from Tanzania is routed through Kuria to Migori and then to the terminal
markets in Nairobi.

5.5 Prices for livestock

KMC buys beef animals per kg hot standard carcass weight. The animals are slaughtered after that
the carcass is weighted and in principal 2-3 days after the animals have been delivered the cheque for
payment is ready. Price per kg hot standard carcass weight is according to the grade of the animal as
follows.

Grade | KES/Kg* | Name Description
1 162 Prime grade < 3 years of age, properly fattened, + 180 kg carcass weight
2 155 Choice < 3 Y years, well finished, + 160 kg carcass weight
3 ? Fair Average Quality | > 3 % years, well finished
4 125 Standard grade no age limit, fairly finished, fairly clean
5 110 Commercial grade | emaciated, poorly finished animals, cull cows, etc.

Table 12 * Pay-out system KMC with prices per kg hot standard carcass weight as per 30-04-08
Source:  Discussion with Mr. Ngurare (MC of KMC) and prices from Business Daily (Nairobi)
of 30-04-08 ( http://allafrica.com/stories/200804301111.html )

According to the article suppliers of cattle are not happy about the pricing and additional conditions of
KMC. Their complaint is that it takes too long before they get the money and that because of certain
conditions, they are not sure whether all animals delivered will be paid.
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Commercial slaughterhouses pay in general per kg liveweight and it is cash on delivery. Although
complaints are there, the re-opening of KMC can really benefit the sector as it functions as a buyer of
last resort. Because of its big capacity KMC is able to handle consignments with many animals and
because of its canning line, KMC is able to produce processed meat for the export market. Because of
these functions KMC functions as a kind of minimum price provider to the sector and as such may
have a positive influence on the price paid by commercial slaughterhouses.

5.6 Import and export of live animals, meat and mea t products

Kenya imports small numbers of high quality breeding animals (both cattle and pigs). The export of
live animals is on hold since the middle of 2007 because of an outbreak of Rift Valley Fewer.

Kenya imports and exports meat and meat products.

Product Export Import Net trade

Meat total 645 138 508
- Beef 118 52 65
- Mutton and goat 14 52 -38
- Pig 507 27 479
- Poultry 7 5 2
- Other 0 1 -1
Hides and skins 6,437 305 6,132

Table 13
Source:

Export and import of meat and meat products in MT during 2002
FAO Livestock Sector Brief March 2005

Kenya's total exports declined in 1985 as a result of the closure of the Kenya Meat Commission, who
at the time was the leading exporter of canned meat. KMC however made a restart in mid 2006.

Kenya currently produces meat and meat products both for export and local consumption. Usually the
country exports both live animals and processed meat in the form of tinned meat and preparations,
bacon etc mostly to East Africa and Middle East regions.

Kenya has been exporting more of pork products than beef, mutton and goat meat combined in the
last few years. Farmers Choice (FC), the leading processor and distributor of pork products in Kenya,
exports about 1,500 tons per year (20% of its total production).

Type of animal

2005 (x 1,000)

2006 (x 1,000)

Beef ?? ??
Mutton and Goat ?? ??
Pork sausages 157,082 489,182
Bacon 128,197 124,689

Poultry: day old chicks to EAC regions

Table 14 Value of exports (in KES x 1,000)
Source:  MoLD for figures on pigs and poultry

5.7  Export companies for live animals and meat

Besides the slaughterhouses apparently there are no companies in Kenya at present specialised in
export of meat or live animals.

5.8  Slaughter houses and abattoirs

There were 65 operational slaughterhouses in Kenya in the year 2000. Sixty-three of these
slaughterhouses dealt with red meat. The other two, namely, Farmer’s Choice and Kenchic,
slaughtered pigs and poultry respectively. Kiamaiko and Mlolongo dealt exclusively with goats and
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camels respectively. Only two out of the 65 slaughterhouses, i.e., Hurlingham and Farmer’s Choice,
are export standard slaughterhouses; the rest serve the local meat market. The annual output capacity
of Hurlingham and Farmer’s Choice is 10,000 cattle and 20,000 pigs respectively and both are
privately owned companies.

Ownership Number | Average annual capacity (No Range (No)

Private 32 18,343.75 5,000 - 120,000
Public 31 9,774.19 4,000 - 120,000
TOTAL 63* 14,126.98 4,000 - 120,000

Table 15  Average size and annual capacity of operational slaughterhouses in Kenya (2000)
Source: Source: Audit of the Livestock Marketing Status in Kenya, 2002 by Yacob Aklilu
* Includes only those slaughterhouses that deal with red meat.

All the 63 red meat slaughterhouses in Kenya were operating below capacity in 2000.

The main reasons for this have been reported by Aklilu as follows:

59

Reduced local demand for meat as a result of low purchasing power of consumers, while the consumer
prices for meat remained intact.

Lack of enough animals for slaughter especially during high meat demand seasons such as Christmas, New
Year, Easter and Ramadan. This is a seasonal problem, which is mainly caused by adverse weather
conditions and insecurity in livestock producing areas, particularly in pastoral areas. Another factor that has
reduced animal supply to slaughterhouses is the sub-division of ranches. Reduced local production has led
to the influx of illegal imports of livestock into the country from neighbouring countries. For example,
conservative estimates indicate that about 50,000 head of cattle enter Kenya from Somalia, 100,000 from
Ethiopia and 250,000 from Tanzania every year (LMD, 2001).

Reduced access to export markets for various reasons.

Major constraints and issues in the beef sector

Just to name a few:

Low productivity, over 75% of the herd consist of the Small East African Zebu
Low pastoralist producer prices

Collapse of the key marketing infrastructure

Poorly organised producers with little bargaining power

Non commercial attitude among pastoralist concerning planning of livestocksales
Inaccessibility of market information

Diminishing pasture resources due to change of land use patterns

Insecurity in some of the areas and the tracking roads

5.10 Challenges for the further development of the beef sector

Huge local market for red meat (estimated to be over 346,000 MT annually provided by the major
cities Nairobi, Mombasa, Nakuru, Kisum, etc.

The reopening of KMC at Athi River

The current revival of Kenya Railways through by Rift Valley Railways will enable cheaper
transport

The existence of bilateral and multilateral programmes supporting livestock development
especially in the range lands (e.g. AfDB and World Bank (ALRMP))

Prospects for export especially to the Middle East and the Comesa region.
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5.11 Pig sector

Sector size

Pig production in the country has remained relatively unexploited despite the country having a
relatively well-established pig industry in the African markets. Since 1904 when the first pigs were
imported into the country from Seychelles, the industry has grown steadily through periodic
fluctuations, a phenomenon common in the pig industry.

According to information from MoLD during the years 2000 — 2005 the number of pigs varied from
almost 420,000 (in 2000) to 320,000 in 2005, with an average of around 370,000.

Pig farmer in Western and Nyanza Provinces rear pigs mainly on free range system with a main diet of
swill/ kitchen remains and forages. This system is applied to about 40% of the total pig population.

Commercial pig keeping is concentrated in Central, Nairobi and Eastern Provinces (about 60% of the
pigs). 75% of the commercial pigs in this area are kept by small-scale farmers. Here farmers enjoy the
ready market mainly in Nairobi offered by Farmers Choice and other small processors like Oscar
Foods and Alpha Fine Foods. For its butchery Farmers Choice has its own pig production units at
Kamati, Kiambu and Uplands. Local consumption of pork has also risen and there are a numerous
local butcheries in urban centres in these areas.

Most pigs are reared for commercial purposes and are sold in the ready urban markets and a few in
rural markets. It is uncommon to see pigs being reared for home consumption only. Out of the
estimated 4,500 pig farmers there are 150 high commercial pig farmers contracted by Farmers
Choice. Farmers Choice processes 80% of the pig meat in the country. The total pig meat production
during 2001 — 2006 averages on around 12,000 MT with a variation from just over 10,000 MT in 2005
to over 14,000 MT in 2003. Pig meat production and consumption relays on the low and high peaks of
tourism trend. The commercial value of the pork output varies from KES 0.5 to 1.1 billion. Up till 2007
the industry was booming and local demand outstrips supply. Leading processors import pork
products into the country to fill in the local and export gap. During 2007 Farmers Choice has imported
100 MT per month.

Main players in the sector
The next table gives a review of the main player and their respective role.

No | Player Main role

1 Government: Extension, regulation, policy, training, research
MoLD, KARI, Universities

2 Processors: Market outlet and extension

Farmers Choice, Oscor Foods
and Alfa Fine Food

3 Feed millers: Pig feeds, extension
Unga, Chania, Sigma, etc.

4 Breeder farms: Producing F; sows and boars for commercial
Farmers Choice production of fatteners.

5 Drugs companies: Supply of drugs and private veterinary services
Intravets, Cosmos, Bayer

6 Producers Owner of pig enterprises

Table 16 Main players in the in the pig sector of Kenya
Source:  MoLD unpublished information

Constraints as reported by MoLD
Market; Unreliable market due to lack of organised marketing structure and the current tourism
slump (early 2008)
Breeding stock; Lack of quality breeding stock and high prices
High feeding costs; Feed is expensive and sometimes of low quality which makes farmers to
resort to of non-pig feeds, which in turn leads to delayed maturity of fatteners and breeding stock.
Lack of credit facilities; to be used as initial capital and that are easy repayable for both farmers
and local processors
Lack of knowledge; among farmers especially on housing and feeding
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Challenges for further development (as reported by MoLD)

Kenyan companies:
Export market for pig products already exists, but volumes could be increased by enhancing
sanitary phyto — sanitary (SPS)

With support from Dutch Companies/Government
Exploring means of supplying breeder pigs at affordable prices through introduction of Al and
facilitating farmer based breeder stations.
Production of apprpriate pig rearing equipment and processing equipment at affordable costs
Capacity building among producers concerning husbandry and housing and among processors
concerning ‘value addition’.
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5.12 Poultry sector

Sector size

According to the MoLD Annual production report 2006 Kenya has an estimated poultry population of
29 million birds. Of these 76% consists of indigenous chickens, 8% consists of commercial layers and
14 broilers. Other poultry species like ducks, tukeys, pigeons, ostriches, guinea fowls and quails make
op 2% of the population. Most of the commercial layers are in Coast Province, Central Province and in
and around Nairobi. Indigenous chickens are kept in all provinces, but apparently to a lesser extent in
North-Eastern Province and Nairobi.

Economic importance

The poultry sub-sector is an important livestock enterprise, especially in the rural households as it
directly supports the livelihoods of thousands of Kenyans. The sub-sector is a major source of readily
available proteins in form of eggs and meat and a source of cash money for 90% of the rural
households.

The mean annual poultry meat production is estimated at 18,600 MT valued at KES 3.5 billion, while
the annual egg production is around 1.2 billion eggs, valued at KES 9.7 billion. Day old chicks
produced number 12.2 broilers and 2.3 million layers valued at KES 610 KES 184 million respectively.

Concerning feeds it is estimated that about 400,000 MT of compound feeds are produced annually,
70% of which are poultry feeds with a value of KES 9 billion. The total worth of the feed industry is
estimated on KES 10 billion.

Main players in the sector
The next table gives a review of the main player and their respective role

No | Player Main role

1 Government: Extension, regulation, policy, training, research
MoLD, KARI, Universities

2 Processors: Market outlet

Kenchic, Alfa fine,Kims,
Hurlingham butcheries

3 Feed millers: Supply of poultry feeds and extension
Unga, Sigma, Chania, Pwani
feeds

4 Hatcheries: Producing day old chicks and providing extension
Kenchic, Sigma, Kenbrid, Kenchic has extensive own production to supply
Muguku its butchery2

5 Various vaccine and drugs Supply of vaccines and drugs
companies

6 Producers/Farmers Owners of the poultry — home consumption

7 Producers organisations: Marketing and lobbying

KEFOPA, KENFAP, Thika
Poultry Farmers Association

Table 17 Main player in the poultry industry
Source:  MoLD unpublished information

Constraints as reported by MoLD
Diseases; The most important disease affecting the industry is the Newcastle disease. This
disease brakes out seasonally causing high mortalities. Another economically significant disease
is Gumboro, which is mainly affecting hybrid birds (layers as well as broilers).
Supply of day-old-chicks; Farmers have to book for doc’s and sometimes have to wait for up till 3
months, especially concerning layers. Far away districts have a distribution problem.
Feeds; High price and sometimes poor quality. In the country there is competition for raw
materials for human food and for feeds. The manager of Kenchic further reports the shortage of

2 According to the manager of Kenchic they produ@@,800 day old chicks per week (broilers). Outhefsie 60
— 80,000 are used in the own production units fputhe Kenchic butchery. The remaining go to gtév
farmers. The Kenchic butchery only slaughters birdsy the own farm.
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protein, as Soya is not grown in Kenya. Since the available fishmeal is of unreliable quality
Kenchic uses imported fishmeal for its breeding stock.

Market; There is no organised market for poultry meat and eggs. This leads to a situation with
over and under production and dependency on middleman resulting in lower prices for the
farmers.

Credit; Commercial poultry farming is capital intensive. For many farmers credit is difficult to come
by and when available often too expensive to make poultry rearing a viable business.
Management; Concerning management there is still lack knowledge among farmers ( in respect of
both commercial and indigenous birds)

Extension services; availability from government and private sector is considered inadequate.
Poor infrastructure; this is a constraint to get the feed and to deliver the produce.

Cost and economic potential; Inputs for poultry rearing are generally expensive in Kenya as
compared to neighbouring countries. This makes that poultry products are expensive and that
Kenya cannot take advantage of its relatively well developed poultry industry, to export poultry
products to neighbouring countries.

Challenges for further development (as reported by MoLD)

Kenyan companies:
Development of alternative energy sources besides maize with less competition with human
consumption
Strengthening poultry producers organisations to improve marketing and bargaining powers

With support from Dutch Companies/Government
Establishment and promotion of production and market information for poultry industry players. A
survey of the status of the industry could be carried out.
Strengthening extension services (both public and private)
Improved credit supply system
Improved hatchery capacity
Establishment of cold storage facilities to allow farmers to slaughter and store birds awaiting timely
marketing
Explore ways and means to improve value addition (special poultry products, cuts) and provide
knowledge and equipment for this.
Introduction of thermal stable Newcastle vaccine
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6 Hides and skins and the leather industry

The next table gives a review of the tanneries in Kenya.

Annual Tanning Capacity
OPERATIONAL (‘unit pieces)

Hides Skins
1. |Bata Shoe Company 200,000 150,000
2. |Leather Industries of Kenya 300,000 100,000
3. [Sagana Tannery 150,000 75,000
4. |Aziz Din Tannery (acquired Deras Tannery) 410,000 100,000
5. |East African Leather Factory 65,000 140,000
6. |New Market Leather Factory 200,000 100,000
7. |Nakuru Tannery 50,000 1,200,000
8. [Zingo Tannery 75,000 300,000
9. |Alpharama Ltd 250,000 1,000,000
10. [Samimpex 100,000 200,000
Total 1,800,000 3,365,000

Annual Tanning Capacity

CLOSED ('unit pieces)

Hides Skins
11. |Abdulwadood Tanners 150,000 1,800,000
12. |Nova Skins N.A 400,000
13. |Babar Tannery 480,000 100,000
Total 630,000 2,300,000

Table 18 Tanneries in Kenya and tanning capacity

No. of tanneries in Kenya 18

Operational 10

Capacity

Installed Hides: 3.3million
Skins: 6.3 million

Utilised Hides: 1.8 million
Skins: 1.9 million

Leather Output

Wet blue Hides: 1.08 million
Skins: 1.25 million

Crust Hides: 0.25 million
Skins: 0.43 million

Finished Hides: 0.45 million
Skins: 0.24 million

Table 19 Range of products and the annual outputs
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Marketing of Hides and Skins

Hides and skins are sold locally for tanneries/skin craft and internationally as undressed hides and
skins. The average local sales are 21%. Exports vary from 80% to 100% averaging at 85%. The
values realised depend on quantity and quality of hide. The major export markets are China, India,
Pakistan, Hong Kong and for high quality hides to EU, notably Italy, Spain, Portugal and UK.

Country Market (%) Annual Export | Export markets
Local International uss$
Kenya 20% 80% 45mi (2003) India, Pakistan,
China

Table 20 Market share, value and destinations

Challenges
National
Lack of an integrated policy on leather sector

Raw Materials Supply
Poor animal husbandry leading to poor quality and small hides and skins
Inadequate animal health and husbandry leading to poor quality and small hides and skins
Inadequate animal health and husbandry extension
Decentralised slaughter facilities and poor flaying leading to defects
Poor preservation practices and grading
Poor infrastructure
Exports of undressed hides and skins depriving tanneries of raw materials.

Tanning
Under-utilisation of capacity
Out-dated tanning technology
Inadequate technical and management experts
High costs of environmental control
High costs of production
Inadequate low interest finance for modernisation

Opportunities
Raw Materials
Potential for improvement in animal husbandry and hides/skins quality through on-going
Increasing taxation on exports of hides and skins

Tanneries
Improvement in capacity utilisation due to reduction in exports of hides and skins
Increased local demand due to promotion of MSME's
Potential for joint ventures with world leaders
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7

SWOT analyses of the dairy, beef and hides & skin

S sectors

Internal environment

Strengths

Weaknesses

Large community of farmers and pastoralist well
committed to dairy production and eager to
improve

Availability of one the biggest dairy herds in Sub-
Saharan Africa with pure and cross breed animals
with good genetic potential for milk production

A society with a long tradition in dairy farming and
a variety of organisations, institutes and companies
related to the dairy industry

Availability of a reasonably well developed dairy
processing industry

Potential to increase productivity and off-take

Low farm gate milk prices

Low labour cost

Donor projects in research and production on
technical and socio—economic aspects (including
commercialisation)

GK Export promotion policy

GK Foreign investment policy

75% of the milk produced by over 625,000
smallholders family farms with 2 — 4 cows and
hand-milking puts strain on milk quality

An efficient operating intensive network of
communal milk collection centres not yet commonly
available

Poor infrastructure (especially roads, but also
concerning supply of water, electricity and
communication) in many production areas

Legal entitlement to land still poorly organised for
the fast majority of farmers

Farmers having poor access to short and medium
term credit

Weak supply system for dairy inputs and services
Poor quality of inputs and services

Farmers are often poorly organised resulting in
very limited bargaining power.

Seasonality in production due to weather
conditions

Weak research — extension linkage and often not
yet focussed on the constraints of the farmers
Very limited opportunities for on farm ‘value
addition’

External environment

Opportunities

Threats

Fast growing local consumer market through
growth of population and per capita income and
consumer preference for milk and dairy products
Opportunities for import substitution by developing
adequate processing techniques (e.g. good quality
instant milk powder)

Potential to overcome the seasonality problem in
milk production among others to invest in modern
milk drying facilities and a strategic reserve of milk
powder

Exploitation of existing deficits of dairy products in
the regional market using comparative advantages
of EAC and Comesa arrangements.

Government (and donors) recognise the
importance of the dairy sector and give active
support (very promising concept livestock policy)
Much potential to increase the milk production per
animal through management and (cross) breeding
Much potential to increase the share of marketed
milk by improving the collection system (i.e.
collection evening milk)

Potential co-operation with NGO sector

EVD support (Netherlands)

FMO risk capital financing

Joint ventures

Political instability affecting production as well as
the consumer (tourist) market and lack of security
Gaps in legal framework (land ownership, rights of
women)

Napier grass affected by smut and stunted growth
Strong competition on the regional market (EAC
and Comesa) from Europe, RSA and other cheap
producers

Natural disasters (drought, famine and outbreak of
animal diseases)

Table 21 SWOT of the dairy sector in Kenya
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Internal environment

Strengths Weaknesses
Large community of pastoralist well committed to Low productivity- over 75%3 of the herd size is the
livestock production and eager to improve SEAZA4 with low body weight
Large livestock population Low pastoralist producer prices relative to the
A society with a long tradition in livestock farming terminal market prices due to prevalence of many
and a variety of organisations, institutes and brokers in the chain.
companies related to meat production Collapse of key livestock marketing infrastructure
Availability of a reasonably developed system of Livestock diseases- FMD, RVF, PPR
slaughterhouses, abattoirs and meat export firms Poorly organised producers, little bargaining power
Potential to increase productivity and off-take Diminishing pasture resources due to change of
Low prices of live animals (at source) land use patterns
Low labour cost Inaccessibility of market information by producers
GK and/or donor projects in research and Poor road transport and insecurity
production on technical and socio—economic Not ‘quality’ and consumer conscious
aspects (including improved commercialisation and Lack of chain approach
improved market information service) Quality and availability of veterinary services

GK plans to establish disease free zones and
Sanitary + Phytosanitary Standards as per WTO
agreements.

GK plans to improve holding grounds + stock
routes

GK Export promotion policy

GK Foreign investment policy

Projects for pastoralist associations

External environment

Opportunities Threats
Huge local market (over 346,000 MT of red meat) Import bans / sanitary regulations
provided to major cities of Nairobi, Mombasa, Competition (Ethiopia, Australia and New Zealand)
Nakuru, Kisumu etc. Natural disasters (drought, famine and conflicts)
The re-opening of the Kenya Meat Commission Gaps in legal framework (land ownership, rights of
processing plant at Athi River women, grazing rights)

The current efforts in the revival of Kenya Railways
through concessioning by Rift Valley Railways will
reduce transport costs

The existence of bilateral and multilateral
programmes supporting livestock development
especially in the rangelands e.g AfDB, World Bank
(ALRMP) etc

Prospects for export especially to the middle east
and the Comesa region

Relatively low sanitary requirements

Potential co-operation with NGO sector

EVD support (Netherlands)

FMO risk capital financing

Joint ventures

Table 22 SWOT of the meat sector in Kenya (especially related to export potential)

% Baldwin, K et al: Inefficiencies of the Kenyarttta market: problems and potential solutions
* Small East African Zebu

Quick Scan of the Dairy and Beef Sectors of Kenya (May '08) Page 34




Internal environment

Strengths

Weaknesses

Large livestock population

Potential to increase productivity and off-take
High value sheep and goat skins

High tanning capacity

Export promotion policy

Foreign investment policy

Subsistence production / irregular selling
Hides and skins frequently damaged
Hides and skins are by-products

Export of semi-processed products

Lack of design knowledge

Lack of trained staff

External environment

Opportunities

Threats

High demand in Europe

Joint ventures to enforce local value adding
EVD support (Netherlands)

FMO risk capital financing

International competition:
— export of hides/skins (Italy, India and Pakistan)
- import of finished products (China and Turkey)

Table 23 SWOT on hides & skins and leather industry in Kenya
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8 Future developments

In consistence and as follow-up of the Economic Recovery Strategy (ERS) for Wealth and
Employment Creation and the sector wide Strategy of Revitalising of Agriculture (SRA) the MoLD has
worked out a new National Livestock Policy (NLP) in a draft Sessional Paper (dated May 2007). This
document had still to be approved by Parliament.

In this new NLP a major restructuring and reorganisation is foreseen of the two existing departments
of MoLD (i.e. the Department of Animal Production and the Department of Veterinary Services).

The Kenya Meat Commission (KMC) will continue as parastatal for the time being, mainly to offer the
sector a high quality export channel and a buyer of last resort, and to enable the Government to
respond to drought situations via the proposed emergency take-off programme. Once fully operational
the Government plans to divest its financial interest in KMC.

The Kenya Dairy Board (KDB ) will undergo gradual restructuring to modify it from a government
owned regulatory body to a stakeholder-owned self-regulatory board with reduced government
participation.

The existing Kenya Veterinary Board (KVB) will continue its core function to register and licence
institutions in veterinary training and service provision. In addition it is proposed that KVB will also
become responsible for all control and regulatory mechanism concerning veterinary medicines and
poisons.

Besides the foregoing a considerable number of new boards (all with an important degree of
stakeholder participation) are proposed as follows:

Kenya Livestock Breeding Board (KLBB)

Right now animal breeding services in Kenya are facilitated by an number of organisations including
Kenya Studbook, the Livestock Recording Centre (LRC), the Central Artificial Insemination Station
(CAIS), the Kenya National Artificial Insemination Service (KNAIS) and the Breed Associations. In the
new NLP it is suggested to establish the new KLBB, which will take over / co-ordinate the combined
functions of the existing agencies.

Kenya Livestock Inspectorate Board (KLIB)

It is proposed to establish the KLIB to ensure that livestock products for local and international market
meet standards for safe human consumption. Besides this it is proposed that this board will license
feed firms and individual persons involved in commercial feed and fodder production to ensure that
feed quality standards are met.

Kenya Livestock marketing Board (KLMB)

Market organisation is seen as a major bottleneck to growth and development in livestock production.
It is proposed to mandate the KLMB with the responsibility of market research and development for
livestock and livestock products both within and outside the country.

As need arises additional Boards will be set-up to create sustained impetus.

Kenya Livestock Research Institute (KELRI)

All livestock research, which used to be under MoLD (like the Kenya Trypanosomiasis Research
Institute [KETRI]), has been transferred to KARI, which is not under the purview of MoLD. It has further
been noted that the amount of funds allocated to livestock research has seriously eroded over time.
MoLD also collaborates with a number of other research institutions, including public universities, local
authorities and key international research institutions like International Livestock Research Institute
(ILRI), the International Centre for Insect Physiology and Ecology (ICIPE) and the International Centre
for Research in Agro Forestry (ICRAF). To ensure proper co-ordination between extension and
research the LRI will be established to serve as an umbrella organisation for guiding and directing
research on animals in Kenya.

The MoLD further plans to intensify co-operation with relevant professional associations, Community
Based Organisations, commercial input supply companies, large and micro financial institutions and
bilateral and multilateral donors to foster closer do-operation with all such partners to ensure maximum
benefit to all Kenyans.
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Besides a move to more stakeholder participation concerning policy development and implementation
MoLD also plans to put much more emphasise on a number of technical issues, of which | like to
mention just a few, which look to be relevant in the context and purpose of this report.

Animal genetic resources

Documentation and conservation genetic resources

Establishment of a gene bank

Decentralise CAIS and encourage more stakeholders in semen production and distribution

Nutrition Feeds and Feeding
Promote utilisation of crop residues in animal feeds
Encourage co-operative societies to establish feed mills
Ensure standardisation of feeds and quality control via DLP and KEBS
Fodder and pasture conservation will be encouraged
Research on disease resistant and high yielding pasture varieties will be encouraged
Undertake efforts to institutionalise community involvement concerning range and pasture
rehabilitation

Livestock inputs and services
Government will work with stakeholders to streamline production and distribution of quality
livestock inputs

Animal diseases and pest
Government will create an enabling environment for private sector and community participation in
environmentally safe vector and pest control
Government will re-enforce existing disease control regulations
Government will co-operate with neighbouring countries to strengthen national and regional
diseases and pests surveillance.
Capacity of DVS will be enhanced
Laboratories will be upgraded to internationally required standards

Animal welfare services
Government will support training in animal welfare issues.

Livestock marketing and value addition
Government will strengthen producer-marketing groups and encourage local processing where
applicable
Government will create mechanism and linkages for more local and international marketing
information
Government together with stakeholder will develop market infrastructure
Processing and consumption of camel products will be promoted through investment incentives for
camel milk processing facilities.
Government will develop incentives and other mechanism to foster cottage industries and larger
scale value adding

Research and extension
Government to establish KELRI
Government will seek ways to diversify the funding base and financial sustainability of livestock
research
Government will develop dynamic and comprehensive extension packages in collaboration with
private extension service providers
Government will promote more research and extension on sheep, goats, pigs, camel and poultry

Food security
Government will strengthen and institutionalise early warning systems and mitigate the effects of
all disasters that affect the livestock sub-sector.
Government will establish modalities for emergency livestock off take
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Cross cutting issues
These include a wide range of very relevant issues towards which the Government intents to
make positive contributions. Issues concerned include:
preservation of land, water and environment, Government will promote appropriate mechanisms
for optimal land size, afforestation, efficient water harvesting, water quality assurance and
management of water resources
investment in infrastructure and security, especially in the ASAL’s
Livestock — wildlife interaction, Government to develop a proper legal frame work for commercial
wildlife and closely monitor wildlife diseases that affect livestock.
Gender: develop special programmes for women and youth to empower them access to credit,
land and appropriate technology
HIV/AIDS Government and stakeholders to mainstream HIV/AIDS awareness

Concentrated effort of the Government to improve the livestock industry in the ASAL’s

Pastoralism provides livelihood to about 3million people in Kenya. There are two main categories a)
very mobile and b) more sedentary. Pastoralism is under pressure. There is a shift from pure
pastoralism (> 50% of the income originating from livestock or livestock related activities) to agro
pastoralism and cropping. This is caused by increase in population. The land for pastoralism is more
and more encroached by people, who settle at a particular place. Another development is that children
of pastoralist are going to school and start to lack the knowledge and practical experience to manage
the livestock. As a result they choose for another type of lifestyle and abandon pastoral life. Finally
land for pastoralism is lost, because of land adjudication, cultivation and wild life requirements.

Still the Government will continue to support pastoralism and agro patoralism as a viable production
system, while encouraging diversification. In fact the Government plans increased attention for the
pastoral livestock system and will increase its activities and support towards the ASAL’s to foster
development in these areas. Also in research a shift has been proposed from dairy cattle to other
livestock having significant impact on households’ nutrition and income needs like sheeps, goats,
camels and poultry. Research focus should also shift gradually from technical aspects (feeding,
breeding, health and husbandry to socio-economic parameters value addition and marketing, which
equally affects livestock producers.
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9 Ecological, social and economic implications

Nell mentions in the ‘Quick Scan of the Livestock and Meat Sector in Ethiopia’ some thoughts and
ideas on the ecological, social and economic consequences from increased investments and trade in
the livestock sector, which are also very relevant for Kenya:

Ecological and environmental consequences:
Ecological consequences are ambiguous. Improved off-take and fattening could lead to increased
use of crop residues and nutrient recycling and reduction of the number of animals. This would
reduce problems of overgrazing and land degradation. At the other hand an increased demand for
livestock, especially goats and sheep in the pastoral lowlands, could form an incentive for people
to rear more animals with the inherent danger of overgrazing and land degradation during
droughts. The organisations of pastoralists or producers could play a positive role in the
management of communal grazing and feed resources (control of livestock numbers, pasture
management, pasture improvement), hence reducing the risks of overgrazing and land
degradation.
Increased use of by-products and crop residues for the production of livestock feed will increase
the possibilities of recycling of nutrients.
Reduced pollution and improved use of by-products as a result of improved equipment and
management in slaughterhouses;
Finishing the whole tanning process and production of final products would increase the profits
and the possibility to invest in the reduction of pollution
Increased marketing opportunities for the sale of raw hides and skins will reduce wastage
Investments and introduction of improved recycling processes in the tanning and finishing process
will reduce waste and pollution from tanneries. At present the dirty part of the tanning takes place
in locally resulting in environmental pollution.

Social consequences:
Increased involvement of producers’ and pastoral organisations in the dairy sector meat and
livestock trade will strengthen these organisations and result in increased employment, co-
operation and lobbying power of smallholders and local communities.
Increased demand for especially male cattle for fattening and slaughter could lead to shortage or
price increase of animals for draught and consequently problems in land cultivation and production
of food crops;
Further processing of hides and skins and manufacturing of final leather products increases
employment opportunities.

Economic “profit”:
Increased marketing opportunities for dairy and livestock increases employment and income
opportunities for pastoralists and smallholders.
Increased foreign exchange earnings for the country from the export of dairy products, meat, meat
products and leather products;
Increased employment and income for the labour in the processing and manufacturing industry.
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10  Trade tariffs and or subsidies and their impact on cross border trade in meat and dairy in
the East African and Comesa region

10.1 Trade competitiveness and investment climate

Trade reform in Kenya started in the early 1990s. Quantitative restrictions were replaced with tariffs.
The trade policy reforms were complemented by liberalisation of the exchange rate and new export
incentives, aimed at increasing external competitiveness.

Kenya'’s principal exports are tea, horticultural products, coffee and pyrethrum. Horticulture is the
largest export earner, contributing 26.7% of the total, and tea is the second largest with a contribution
of 24%. Kenya is the fourth largest producer and second largest exporter of tea in the world,
accounting for about 10% of the total global market. The livestock sector contributes about 10% of the
GDP and about 40% of the total agricultural GPD. During recent years the livestock sector however
does not appear to have made a very significant contribution to export.

Access to the regional market

Exports from Kenya enjoy preferential access to world markets under a number of special access and
duty reduction programmes. These include regional markets (EAC, COMESA), EU-African-Caribbean-
Pacific/Lome Convention and the African Growth & Opportunity Act (AGOA) and Generalised System

of Preferences (GSP).

Within the EAC and Comesa exports of livestock products are zero-rated. Kenya exports limited
amounts of dairy products to neighbouring countries. In these countries the Kenyan products have to
compete with the dairy products from cheap producing countries, including South Africa, New
Zealand.

A study carried out in 2005 looked into the competitiveness of some of the dairy products produced
and exported by New KCC. From the research at that time it appeared that the Kenyan skimmed milk
powder was at least 57% more expensive than the average world market prices, whole milk powder
was up by 67%, Cheddar cheese by 87% and butter even more than double the price. It should be
noted that at that time the world market for milk powder and butter really was a surplus market. And
that the prices are not very indicative for the real production costs of the producers. At present the
situation on the world market for dairy products has really changed and the picture for the
competitiveness regarding dairy products may look much brighter, but further research is required.

The study also indicated that the UHT products were the products with the highest demand in the
regional markets accounting for 76% in Tanzania and 96% in Rwanda. In Tanzania 32% of the UHT
imports came from Kenya, followed by imports from South Africa with 30%. In Rwanda and Uganda
30% originated from Kenya, 25% from Holland and 21% from Ukraine. From the foregoing results it
was concluded that the niche market for Kenyan dairy products is UHT milk, especially the smaller
packages (500 and 250 ml).

Export of live animals came to a stand still since the outbreak of Rift Valley Fever in the middle of
2007. From the discussions at MoLD and KMC it appears that based on past experience Kenya is well
able to export live animals and meat and meat products at competitive prices. This however should be
further researched with detailed marketing studies.

10.2 Investment climate

The Government of Kenya welcomes, promotes and protects private enterprises and offers many
attractive incentives to investors. In recent years the Government has continued to introduce liberal
market-oriented policies and reforms to enhance investment opportunities. In order to sustain
economic growth, exchange controls have been removed, processes de-controlled and import
licensing abolished. Major privatisation and parastatal reform programmes are also being
implemented.

Kenya has many advantages as a destination for foreign investment such as: a relatively large pool of
skilled and committed workers, a central location in the region with a coastline and a port, a well-
established local and foreign private sector and (most of the time) a reasonable political stability.
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Weaknesses of Kenya as a destination for foreign investment are: the weak physical infrastructure,
weak IT-facilities, a slumbering corruption and high costs of doing business.

10.3 Investment incentives

Investment Allowance

Investment allowance is provided at the rate of 100% as an incentive for investment in the
manufacturing and hotel sectors. For manufacturers under bond, the applicable rate is 100%. In
addition, eligible capital expenditure has been expanded to include infrastructure and environment
protection equipment expenditure related to the manufacturing activity.

Loss Carried Forward
Business enterprises that suffer losses can carry forward such losses to be offset against future
taxable profits.

Remission from Customs Duties

Duties on capital goods, plant and machinery are applicable at the rate of 5%. Large scale private
investment projects (i.e. with expenditure on productive physical assets>US$ 5 million within a two-
year period) which will generate net economic benefits for the country can recover the value of import
duties on capital goods against income liability. Most capital goods for the agricultural sector and agro-
processing industry are zero-rated.

Duty Remission Facility
Material imported:
for use in manufacturing activities for export
for the production of raw materials for use in export manufacture or
for the production of duty free items for sale domestically
is eligible for duty remission.

Manufacture Under Bond
To encourage manufacturing activities directed at world markets, the government has established an
in-bond programme, which offers investors the following incentives:
Exemption from duty and VAT on imported raw materials, plant, machinery and equipment and
other imported inputs and
100% investment allowance on plant, machinery, equipment and buildings.

IPC, together with the Ministry of Finance, administers this programme.

Trademark and patent protection

Kenya is a member of most major international and regional intellectual property
conventions — the World Intellectual Property Organisation (WIPQO), the African Regional
Industrial Property Organisation, the Paris Convention on the Protection of Industrial
Property, and the Berne Convention on the Protection of Literary and Artistic Works.

Investment insurance
The Constitution of Kenya provides guarantees against expropriation of private property.
In addition, capital repatriation, remittance of dividends and interest are guaranteed to foreign
investors under the Foreign Investment Protection Act (FIPA) (Cap 518).
Kenya as a member of MIGA (Multilateral Investment Guarantee Agency) provides investors with
an opportunity to insure their investment in Kenya against a wide range of non-commercial risks.
Kenya is also a member of the African Trade Insurance Agency (ATI), a multilateral export credit
and political risk agency for COMESA member states as well as the International Council for
Settlement of Investment Disputes (ICSID).
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Strategic location
Located on the East African coast and having the port of Mombasa, Kenya is strategically located
for investors wanting to access the East and Central African market.
Kenya is also a regional hub for airlines allowing for easy access from and to any part of the world.

Investor friendly arrangements
The Kenya government can guarantee investor friendly arrangements such as:

the Tax Remission for Export Office (TREQ), a program for intermittent imports for export
production

Generous investment and capital allowances
Double taxation, bilateral investment and trade agreements

10.4 Export Processing Zones Programme

Enterprises operating in export processing zones in Kenya enjoy the following advantages:
Ten years tax holiday and a flat tax rate of 25% for the next ten years;
Exemption from all withholding taxes on dividends and other payments to non-residents during the
first ten years;
Exemption from import duties on raw materials, machinery and intermediate inputs;
No restrictions on managerial or technical arrangements;
Exemption from stamp duty;
Exemption from VAT; and Operate on one license only.

Kenya has an Investment Promotion Centre to actively promote foreign investments in the country.
This promotion centre also has recent relevant information per sector for potential foreign investors.
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11  Opportunities for Dutch Agribusiness and develop ment co-operation

Several opportunities for development and co-operation are available where the know-how and
hardware of the Dutch agri-business sector could play a role and development co-operation could be
supportive for private sector development in the livestock sector. For the companies concerned this
could relate to further development and a step ahead concerning: A) already existing opportunities, or
B) new products, C) new market regions, D) differentiated or new consumer segments and E) new
technologies.

There is opportunity for the Dutch business sector and Agro industry for long term investment in the
Kenyan dairy and livestock sector via co-operation with local companies or organisations. Besides this
there are opportunities for direct sales of inputs, equipment and services for the primary production
sector and the processing industry.

The market for the dairy and meat industry is not saturated, but requires considerable investment. In
order to increase the success changes of the long-term investment approach the following points are
important when starting trading and investing in the dairy and meat sector of Kenya:

Business partners: it is extremely important to have good and reliable partners in Kenya, which
have a good knowledge of the sector and which are committed to long term co-operation.
Depending on the type of business a suitable partner could be a commercial business partner, but
also an NGO (Non-Government Organisation) to facilitate in the contacts with the producers’
organisations for the supply of raw material or even a parastal organisation like the Kenya meat
Commission (KMC).
Chain approach: to control or cover as many steps in the supply chain as possible (from the
producer of raw materials to the sale of the product to consumer or importer). This to ensure
regular supply of good quality raw material, reduce risks and losses, ensure security in transport,
and quality control systems.
Support programmes: to make use of the Dutch support programmes e.g.:
EVD:
PESP: Feasibility studies in preparation of exports and investments;
PSOM: Promote joint ventures between Dutch and Kenyan companies with financial and
support for investments transfer of know-how;
PSB: Support for Dutch starters on the export market).
FMO (Financing for development): loans, guarantees, equity capital
Agri-Profocus: support for farmers’ and producers’ organisations
Ministry of Foreign Affairs: Public — Private Partnerships for Development.

During discussions at Government departments, parastatal, NGO, private sector companies and with
several persons on private title, several options for co-operation between Dutch and Kenyan
companies and organisations have been mentioned. These concerns ideas which still need further
scrutinising on potential, feasibility and whether or not applicable for private sector implementation.

Concerning the dairy industry co-operation with Dutch companies could be an option regarding:
With EAC and Comesa there is a big regional market as surrounding countries have very low milk
production. Kenya provides good opportunity for export of: dairy products, breeding stock and
dairy related services to neighbouring countries. Here there could possibly be opportunity for
partnership in ongoing processing ventures and marketing initiatives.
New KCC needs to improve the technology on drying of milk to serve the local and regional
market with good quality instant milk powder (which is imported in Kenya at present)
Provision of an opportunity to diversify on the packaging material for milk which is largely
monopolised by Tetra Pak at present.
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In case of the red meat industry co-operation with Dutch companies (in whatever way) is seen as
beneficial especially with regard to:
Contribution to venture capital through, establishment of joint ventures especially in meat
processing
Technology transfer especially on beef production and meat processing, injecting technical and
management capacity.
Development of new markets in the EU by assisting companies to improve standards to be able to
meet EU requirements (apparently the Kenyan Quota of 4,000 MT has already been taken by
Botswana)
Development of new markets in the Middle East
Animal health and disease control

KMC is very interested to start co-operation in whatever way for the production of special cuts and
meat products (like hamburgers, sausages, etc.) in retail packing for sale to super markets in the big
urban areas and the (regional) export market.

Another suggestion from the side of KMC was to look into the possibilities of production of pet-food.

One of the major problems reported from the poultry industry concerns the very limited availability of
energy feed and proteins. Kenya does not grow Soya at any significant level. The amount of locally
produced fishmeal is limited and the quality appears to be unreliable. Because of this for instance
Kenchic decided to rely on imported fishmeal for its breeding stock. Dutch assistance to improve the
local production and quality of fishmeal would be most welcome.

Other challenges in the poultry sector which are suggested to be picked up concern:
Establishment and promation of Production and Marketing Information for poultry industry players.
In fact there is need for a survey to establish the status of the industry
The production of a thermal stable vaccine against Newcastle disease in local chickens
Establishment of cold storage facilities and slaughterhouses in the main towns to enable farmers
to have their birds slaughtered and stored awaiting marketing.
The foregoing could possibly be in combination with improved ‘value addition’ of poultry and
poultry products (special cuts, etc.)
Expansion of the hatchery capacity, to meet the demand of day old chicks (especially layers).
Validation and production of locally made incubators and brooders can possibly partner with KARI

In respect of the pig industry some challenges which could possibly be picked up concern:
Supply of breeder pigs at an affordable price either through introduction of A.l. in pigs or by
facilitating farmer based breeder stations;

Production of appropriate pig rearing and processing equipment at affordable prices;
Capacity building among producers and processors in the area of value addition.

The Government puts a lot of emphasis on value addition where possible in or near the production
areas. One of the ideas is to promote slaughter facilities in the production areas. Another suggestion
concerns the processing of camel milk. This requires the establishment of a small to medium scale
dairy processing plant in the main production area of camel milk. Finally also the processing of
hides&skins could at least to a certain degree be done in the production areas.

The Government also plans to establish a drought early warning system, in combination with
emergency off-take of animals (via slaughter) and an action plan for quick herd recovery, as follow-up
afterwards.

The Government of Kenya underlines the importance for proper regulation of access, ownership and
control of land. Control and ownership over land are very important for the socio-economic process
(access to credit etc.), but also for the encouragement of proper land use avoiding land degradation.
In this context development of an adequate registration system of land rights is very important. A semi
public organisation in Holland like the ‘Kadaster’ could probably give very valuable assistance
concerning the implementation of an adequate land ownership registration and all aspects related to
that.
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Concerning possibilities for export from Holland regarding inputs, equipment and services related to
livestock production and processing the following categories of goods and services are suggested:
Supply of semen, embryo’s , A.l. equipment to farmers and privatised regional A.l. distribution
centres
Veterinary medicines, vaccines and veterinary equipment
Dairy processing equipment, cooling tanks, packing machines, ingredients and flavours for dairy
processing
Slaughterhouse and meat processing equipment and ingredients for meat processing
IT,
Selected livestock production equipment
Expertise on dairy production and processing, poultry, pig production, meat processing and
marketing

New KCC milk powder plant in Kiganjo
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12 Conclusions

The dairy and meat sectors have a high potential (large livestock population) with a state of
development, which is much ahead of the surrounding countries. At the same time there is still a lot of
scope for further improvement. This concerns the production levels and the available infrastructure,
which is at present still insufficient to realise the full potential.

Since 2002 the Government has taken many positive interventions and is planning for more. Trade in
Kenya has largely been liberalised and there have been a lot of legislative and administrative reforms
in recent years. Involvement of the stakeholders, attention for commercialisation and value addition,
increase efficiency and streamlining of sector regulations have been recognised as very important for
the further development of the sector. Important interventions have taken place already (e.g.:
liberalisation and improvements in the veterinary services, government export promotion policy,
support for the sector from bilateral and multilateral donors, emerging producers’ organisations,
increased finishing operations, existence of basic facilities for slaughter and export) which are
supportive for further commercial investments.

However, there are still many constraints and pitfalls (e.g.: low quality animals, animal disease
situation, poor developed marketing system, limited export facilities, limited feed resources, etc.) which
do not make the sector an easy one. However, the Government together with stakeholders, NGO's,
CBO's, bilateral and multilateral organisations and donors is working hard to improve the situation and
provide support for investment in the sector and export.

Chapter 10 reviews the areas with a potential for development and co-operation with

Dutch Agribusiness and development co-operation, these are certainly not short-term profit
making opportunities, but will require considerable time and further study. Working in the
livestock sector, whether it is dairy, meat or leather requires considerable effort and a long
term commitment.

Development co-operation activities could further support these partnerships through e.g.:
Support for the (further) development of producers organisations in the livestock sector, like
producers organisations for purchase of inputs, milk collection and selling of milk, pastoral
organisations for management of communal land and other resources, disease control, purchase
of inputs and sale of animals;
Making an inventory of the animal feed sector (current situation, constraints and opportunities) and
the local available feed resources (quantity and quality).
Advice on the development of suitable rations for milk production, fattening, poultry production,
etc, based on local available resource if necessary supplemented with imported components or
premixes, with the aim to increase the development potential and growth of the livestock sector
and to support partnerships with Dutch Agribusiness.
Review of the current situation, constraints and opportunities for the development of the
smallholder dairy sector (milk production and processing), with the aim to identify opportunities for
further development, especially for smallholders and to investigate a possible role of Dutch
Agribusiness.
Capacity building and technical assistance for agriculture entrepreneurs and producers to improve
international market access.
Identify the current gaps in knowledge of agriculture entrepreneurs and producers organisation
which limit international market access and dealing with international traders. The objective would
be to develop tailor made capacity building programmes (e.g. on government policy, product
quality, chain approach etc) for this target group.
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13 Relevant websites and references

Relevant websites with background information on Kenya and doing business in Kenya are:
Export Promotion Council Kenya http://www.epckenya.org/publications.asp
Kenya Chamber of Commerce; http://www.kenyachamber.co.ke/aroundkenya.html
Kenya Institute for Public research and Analysis (KIPPRA) www.kippra.org
(independent research institute comparable to the Dutch Central Plan Bureau (CPB)

Sources of information on Dutch programmes which could support business co-operation and public-
private partnerships for development:
Netherlands Embassy in Nairobi http://www.netherlands-embassy.or.ke
EVD programmes: www.evd.nl/psom
FMO (Financierings Maatschappij Ontwikkelingslanden):
http://www.fmo.nl/en/aboutfmo/index.php
Agri-Profocus (support for Producers’ Organisations): www.agri-profocus.nl
Ministry of Foreign Affairs: Public — Private Partnerships
(http://www.minbuza.nl/default.asp?CMS ITEM=25C1628353A04992A005246635D
DD958X3X39280X49)
CBI Centre for promotion of Imports from developing countries www.cbi.nl
Netherlands Development Co-operation: www.minbuza.nl
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Appendix 1. Review of consumer products and prices from the 4 main dairy processors as per April 2008

KENYA DAIRY INDUSTRY

RETAIL PRICES OF MILK AND MILK PRODUCTS

PRODUCT PACKAGING NEW KCC SPIN KNIT DAIRY BROOKSIDE DAI RY GITHUNGURI DAIRY
Pasteurized milk 500mI TC 32 32 32 30
1000mI TR 71 - 68 -
500ml sachet 27 28 28 26
200ml sachet 13 13 13 12
Drinking Yoghurt 500mlI TR 68 68 68 -
1000mI TR - - 128 -
500ml plastic cup/bottle - - 60 58
Cultured milk (Mala) 500mI TC 45 45 45 38
UHT whole milk 1000ml TBA 87 89 89 -
500ml TBA 45 49 49 -
250ml TBA 23 25 25 -
UHT flavored milk 250ml TBA 35 36 36 -
UHT low fat 1000mI TBA 87 89 89 -
500ml TBA 45 49 49 -
250ml TBA 23 25 25 -
Butter 250g 200 205 208 -
5009 370 375 383 -
Full cream milk powder 500g 253 - - -
2509 132 - - -
Skim milk powder 500g 236 - - -
2509 123 - - -
Whipped cream 500mI TC - 220 276 -
KCC rindless Cheddar cheese 1509 95 - - -
200g 120 - - -
5009 280 - - -
Ghee 5009 210 - - -
2kg 790 - - -
1kg - - - 300

Note: prices in Kenya Shillings

Source: Tuskys Supermarket as at 20‘h/Apr/2008

TBA = Tetra Brick Aseptic, TC = Tetra Classis and TR = Tetra Rex
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Appendix 2 - A. Processors intake during 2007 in L

(Source: Kenya Dairy Board)

Processor Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec Total Average/day

L New KCC 10.657.469 | 12.126.722 | 11.074.608 | 10.347.787 | 7.644.870 | 8.710.985 | 8.727.631 | 9.306.517 | 8.597.377 | 9.137.159 | 10.952.628 | 11.656.173 | 118.939.926 325.863
5 Brookside 8.153.061 | 9.299.741 | 8.640.479 | 7.893.543 | 6.532.789 | 7.653.151 | 8.025.797 | 8.759.529 | 8.304.923 | 8.827.487 | 9.870.834 | 9.211.114 | 101.172.447 277.185
5 Spinknit 3.837.095 | 3.639.295 | 2.975.090 | 3.520.870 | 3.124.125 | 3.831.340 | 3.729.595 | 3.755.820 | 3.565.730 | 3.835.830 | 3.833.345 | 3.316.220 | 42.964.355 117.711
4 Githunguri Milk 1.871.567 | 1.213.284 | 925754 | 1.106.276 | 1.120.315 | 1.611.808 | 2.051.344 | 2.462.168 | 2584.263 | 2.578.947 | 2.859.580 | 2.818.462 | 23.203.768 63.572
5 Limuru Milk Processors | gag 054 850.729 837.695 | 873.600 | 821.470 | 798.626 | 775.869 | 813515 896.513 893.947 | 892.317 838.430 10.127.733 27.747
5 Meru Central Dairy 705.268 691.182 - 726.005 | 722.965 | 760.816 | 812.736 | 850.730 867.889 | 1.551.787 | 728.005 - 8.417.381 23.061
; Adarsh Developers 637.783 715.160 747.054 | 732.840 | 682069 | 732203 | 627.740 | 577.665 568.175 672.520 | 746.063 716.315 8.155.587 22.344
g Afrodane Industries 310.607 316.590 531.655 | 598.165 | 554750 | 531.455 | 482.967 | 492.300 751.160 488.455 | 471.907 534.420 6.064.431 16.615
0 Lari Dairy Alliance 141.965 298.252 388.124 | 481573 | 481.681 | 587.065 | 584.591 | 537.223 806.335 734212 | 695.818 618.915 6.355.751 17.413
10 Donyolessos 227.331 227.095 207.974 | 201.800 | 216.886 | 181.504 | 94.920 91.160 - 101.859 | 104.189 161.143 1.815.861 4.975
1 Happy Cow 175.925 206.246 160530 | 155.200 | 111.445 | 132505 | 121432 | 114.591 126.425 166.143 | 231.302 230.930 1.932.674 5.295
1| MO Mk 125250 | 141190 | 150780 | 163270 | 175745 | 185100 | 170.100 | 175.705 - - - - 1.287.140 3.526
13 Dalamere Holdings - 514.588 143.382 156.495 140.291 162.241 - 112.827 - 401.648 376.031 64.854 2.072.355 5.678
y Kabianga Dairy Ltd ; ; - - - 206.220 | 238.050 | 340.390 409.985 474115 | 558.285 457,025 2.684.070 7.354
15 Greenland Dairy 108.475 119.323 115.630 | 132799 | 130.214 | 144525 | 140140 | 138.680 130.910 124.439 | 130.640 106.055 1521.830 4.169
16 Kilifi Plantation 326.253 184.800 - - 291.289 - - - 277.945 - 419.660 27.860 1.527.807 4.186
17 Farmers Milk Proc 64.613 76.338 75.230 87.352 87.404 83.465 75.541 84.634 92.259 106.605 | 123.392 100.388 1.057.221 2.896
18 Sun Power Products 70.073 92.444 79.064 88.700 71.160 67.430 68.970 73.925 78.045 99.085 100.955 93.902 983.753 2.695
1 Bio Food products 78.600 86.200 76.050 80.810 76.895 52.830 52.625 62.470 73.235 66.955 79.520 84.575 870.765 2.386
| SEmeY & Son L 133.040 62.025 47270 | 58.240 - 120210 | 61.040 | 66.960 - - 61.070 65.300 675.155 1.850
5| EOVle Farm 116.768 - 168.059 | 52.835 52.486 . - 114.615 - - - - 504.762 1.383
| TAMbul Dairies - 222500 | 224.750 . . . - - - 125000 | 13.500 26.172 611.922 1.676
”3 Miyanji Dairy Farm 22.570 26.330 - 29.870 30.715 32.410 28.655 31.860 - 78.864 29.650 18.130 329.054 902
" Egerton University - 64.254 31.495 - 32.759 - 32.255 - 26.482 19.339 19.925 226.509 621

Nyota Dairies R B B R R R R R R R - R - -
25

Industry Total 28.508.737 | 31.174.288 | 27.600.672 | 27.488.029 | 23.102.322 | 26.585.888 | 26.901.997 | 28.963.283 | 28.157.651 | 30.484.393 | 33.298.613 | 31.146.381 | 343.502.255 941.102
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Appendix 2. Review of the milk intake of all operational processors during 2007

PROCESSOR TOWN PRODUCTS DAILY CAPACITY IN LTRS
New KCC Nairobi Fresh Milk, Butter, Ghee, mala, long life milk, cheese 800.000|
Brookside Dairy Ltd RUIRU Pasteurised Milk, Lala, long life milk Yoghurt, Cream & Butter 700.000|
Spin Knit Dairy Ltd NAIROBI Pasteurised, Fermented Milk, & other dairyproducts 350.000|
Githunguri Dairy Cooperative GITHUNGURI |Yoghurt, Fresh Pasteurised Milk 100.000|
Limuru Milk Processors LIMURU Fresh Milk, Butter, Ghee, Yoghurt& Lala 50.000|
Meru Central F. C. U. Ltd MERU Whole Milk, Mala, Butter, Ghee & Cream 50.000|
Adarsh Developers NAIROBI Pasteurized milk, Butter, Yoghurt, Ghee, Cream 20.000|
Doinyo Lessos Ltd ELDORET Fresh Milk, Mala, Yoghurt, Cheese, Ghee 20.000]
Delamare Estate NAIVASHA Yoghurt, Fresh Milk, & Cream 10.000
Afrodane Food Industries NAIROBI Pasteurised Milk, Mala, Yoghurt, Butter, Ghee 40.000|
Kilifi Plantations KILIFI Pasteurised Whole Milk & Milk Products 35.000I
Happy Cow Ltd NAKURU Cheese, Fresh Milk, Yoghurt 5.000I
Molo Milk Ltd MOLO Pasteurised Fresh Milk, Yoghurt & Mala 50.000I
Farmers Milk Processors Ltd KERICHO Pasteurised Milk, Mala, Yoghurt & Butter 20.000|
Greenland Dairy Ltd NAIROBI Pasteurised Milk, Yoghurt, Mala, Cream, Butter 20.000|
Bio-Food Products Ltd NAIROBI Yoghurt, Cream, Milk Shake, long life milk 5.000|
Egerton University (GDI) NJORO Processed Milk, Yoghurt & Mala 6.000|
Sunpower Products NAIROBI Cheese, Cultured Milk & Ice Cream 3.000}
Stanley & Sons Ltd NAIROBI Whole & Skim Milk, Yoghurt, Mala, Cream, Cheese 10.000
Teita Estates Ltd MWATATE Pasteurised Milk, Whole Milk & Yoghurt 10.000
Eldoville Farm Ltd NAIROBI Whole Milk, Yoghurt, Cream 8.000|
Miyaniji Dairy Farm MOMBASA Pasteurised Milk, Mala & Yoghurt 2.000I
Lari Dairy UPLANDS Fresh Pasteurised Whole Milk & Other dairy product 30.000I
Kabianga Dairy Ltd KERICHO Pasteurized milk, mala, yoghurt 140.000|
Total 2.484.000]

NOTE: The total installed capacity is about 2.9 M Ltrs/day. Mini Dairies account for the rest of the capacity
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Appendix 3 Map of Kenya
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