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_'-general membership--.are safeguarded

FOREWORD

The Government recognizes co- operatives as’ cntlcal players in the
pursmt of Kenya’s national, social and economic ‘objectives which
are rapid economic growth, equ1table and sustainable development.
This Sessional Paper-on Expanding the Enabling Environmerit for
Sustainable - Co-operative: Development in - Kenya -presents the
policies aimed at transforming co-operatives:into vibrant social: and
commercial —entities. through co-operative- extensron serwces

research, external audit services, co-operative credit and: bankmg
services policy and promotlon of good co- operatlve governance
The Sessional F’aper identifies: contemporary challengesﬂhat CO-
operatlve enterpnses face and defines: a: pollcy paradfgm sh-ls_ft_

co-operative movement and other stakeholders in addressmg,these

co-operative development in line with the Kenya Vision: 2030 Wthh

In this’ respect the Government will contmue o uphold t'he' sanctlty
of the co-operative’ pnncnples while ensunng that the lnterests of thez

The main challenges facing co-operatlve development are: creatmg
an enablmg pohcy, legal ‘and. regulatory framework; improving
corporate governance, __tacklmg the _ institutional and ‘operational
constraints manrfested:_f;n the exzstlng produotlon and. marketlng._
mefftc:enmes andjjlm|ted product and- market research More
|mpo_rtantly ‘the “growth of the co—operatlve movement in terms of
numer'cal strength and asset o._rtfoho has. not_been matched b"' th__ .

at the forefront n enhancrng productnnty_ m agnculture f|ght|ng'.
poverty - and promotlng equity. . This is. crucial - for. ‘the . optlmal
performanice of agnc'_'_ ture and other productlve sectors since they
provide avenues for mobllization_ of domestic savings,. promote
cost-effectlve procurernent and dlstr|but|on of. farm _inputs,
part|c|pate in acqursmon of new technologies and upgradang of




- production facilities. The Sessional Paper provides a framework for
mobilizing financial and technical assistance for co-operative

development besides encouraging “public/private  partnerships .

between co-operatives, private investors and Government towards
increased value-addition and aggressive marketing. of co-operative
products and services. It addresses the pressing challenges that
include inadequate funding, staffing, limited staff capacity in terms
of skills and-low levels. of staff motivation. By implementing this
Policy, the Government will promote: an innovative,. commercially-
oriented and modern agriculture through the revival.of input supply
COROPeratives, - st HEE e e T i s

In an : effortto addressthe challengesthe SessmnalPaper
proposes the design-of a ‘Co-operative. Stimulus Package. that will
focus - on.-restructuring -and: revitalizing -key. co-operatives. . . The

restructuring: -and.strengthening..-of -.the . management . of the

institutions. will strengthen the government’s. economic growth and
poverty feduction aims: - Other critical -policy: interventions.. wil
include - ensuringa-deeper: penetration: of - co-operative financial
services: through new. savings -and: credit. products and developing
new- co-operatives in underserved areas. On-going governance
reforms in the co-operative movement will be deepened and geared
to entrenching accountability: and social responsibility on the part of
the co:operative movement's leadership.. ... ...

Hon. Joseph W. N. Nyagah, E

. Minister for Co-operative Development and Marketing

EXECUTIVE SUMMARY

This Sessional Paper on Expanding the Enabling Environment

for Sustainable Co-operative Development presents a policy '
framework - for accelerating Kenya's co-operative growth -in -a
dynamic and competitive global environment.: It replaces Sessional
Paper No. 6 of 1997, on- Co-operatives in -a. Liberalized
Economic Environment that re-defined a new relationship
between the Government ‘and  the. -co-operative - movement
emphasizing “autonomy-and - independence - of co-operatives and
focused on’ ¢réating ‘an-enabling policy:and legal environment: for
co-operatives to- actively engage in- tackling the prevailing “high
levels of ‘tn-employment "and “poverty. Liberalization exposéd: co-
operatives to competition for which they were il-prepared rendering
dormant sorie 'of ‘them:which ‘hitherto“had ‘performed -upstream
marketing functions: Co-operatives had to-grapple: with operations
at*‘un-economical - scales ‘caused by sub-divisions-as: witnessed
among " coffee ‘societies: - Unfortunately; “as ‘a “result of" sudden
Government * withdrawal - from its *“supervisory - role; « some -'¢o-
opérative “societies’ leadership seized ‘the ‘oppottunity ‘to” confer
upon themselves extracrdinary: powers’ to appropriate: fesources:
they made“poor-investment decisions that led to- non=performing
assets and ventured into 'non-core areas which- contributed to:low

returns - to members and- pervasive -indebtedness. Despite its
shortcomings, - liberalization “created new - opportunities - for  co-

operative growth at riational and regional levels. = =

Following misconceptions of the true itentions of liberalization and
a “reduction “of “‘donor  support*for - co-operative development
programmes: in_the mid .1990’s, resources for capacity building,
training and education and material development dwindled resuiting
in" heighteried  unawareness’ about “co-operative  values - among
‘management leaders and members; poor governance and reduced
app r'é(":'i'aﬁ"o"n the co-op rative benefits: Cotipled with increased
costs of production; shortage of investment capital-and leadership
problems, - agre-commodity  co-operatives' market share  declined.
Commodity - marketing - co-opératives suffered “due’ ‘to" lack of
capacity to’ undertake value-addition and engage" in- aggressive
iarketing, besides failure ‘to' brand ‘and: package their products.
Consequently, some-co-operatives: ventured into non:core areas,
which did not yield-optimal net returns.“At the ‘national level, cases




of mismanagement led to collapse of the KFA, KCC, KNFC and the
near demise of KPCU which resulted in massive losses, triggering
withdrawal of members, increased sub- divisions and consequent
litigations. Thus what began.  as well intended liberalization
measures gradually translated - into irreversible weakening . of
commodity marketing co- -operatives leading. to the co- operatlve
movement sufferrng a CI’ISIS of confidence. .

The Paper |dentrt|es contemporary challenges to co operatrves and
defines . a.. pohcy ‘paradigm shift towards- a .more proactrve
engagement between Government the co- operatlve movement and
other ‘stakeholders in addressing them. The challenges. include
creating .an enabling. policy, - legal and. regulatory . framework
improving ‘corporate govemance and tacklrng the productron ‘and
‘marketing constraints - facmg marketmg co- operatrves improving
utilization  of - outdated technologres . rnadequate caprtallzatron
limited product and . market research;, tackling . institutional . and
structural constralnts “that limit:. operatlonal efftcrenoy, elrmrnatlng
h|gh portfollo of non- performrng assets; improving limited tech_nr_cal

and -enforcement capacsty in the . Mrnlstry, and mstrtutmg self—
regulatlon wrthrn the co- operative movement :

Thrs Sessronal Paper on Expandrng the Enabhng Envrronment for
Sustamable Co- operative Development presents. the . _policy
framework for - acceleratmg Kenya's 'co-operative growth in.-a
dynamic -and competitive : global environment . and. focuses.- on
creating an ‘enabling- environment for co- operatrves to actrvely
engage -in:-addressing - the: national: challenges of. employment

1

creat|on wealth creatlon and poverty reductron in Kenya

Due"t_ .on-g g governance eforms rntroduced by the Government

: ithessed a: resurgence of. co- eperatrve
reglstered co—operatrve societies in-Kenya
"'.-ﬁ;.2000 to 13 256 by 2010 The total

1p of -th'
7 mlﬂlon members by 2010

Desptte these_..gams the overrrdrng chaltenge to co-operatlve
development: |s rmprovrng the commercial viability;: profltabrlrty and
sustainability::- Jindividual. - co-operatives, --increasing . _their
contribution to.GDP as welt as enhancang thelr adaptablllty and

__regardlng enhancmg the VlSlbthty and: central .role. .of the :co-

_leadershlp capable of_transfor ing: Kenya's .co: operatlves
L globally oompetmve .._entltles_.._
_trarnrng._programmes de3|gned for every level of the educatronal

; ldentlflcatlon of competrtlve mark"et_-out ets for ce—operatrve prod.uc.ts.
and services;: burldang/brandmg ‘new - products and. enhancrng
-- :mdrvrdual cos= operat;ves capacrty ‘in ~marketing with- focus ‘on:

responsiveness to emerging and contemporary economic
challenges locally and internationally. An equally important
challenge is to disabuse the apparent mrsconceptlons about the
government’s role in co-operative development.in.a. liberalized
market economy. Growth of the co-operative move_ment needs. to
be matched by the requisite allocation of both financial and. human
resources - by. the Government for. co-operative development
programmes and promotional services to embrace a.symbiotic
relationship in which Government. will play an indirect governance

role through' the development: of an enablmg pohcy,. Iegal -and
|nst|tut|enal framework G

Thts Pohcy blueprrnt relterates the faC|l|tat|ve role of Government in
co-operative . development:in. line with. the . Vision:.2030 aims: et
making Kenya: efficient and globally competitive by re;nforcmg and
safeguardrng the unlqueness and -comparative advantage.. of co-
operatives 'in_dealing: with- economic and socialchallenges: facrng
‘Kenya,: namely wmtespread unemployment poverty and:inequality:
It-outlines policies: and reforms:in-the. co-operative: sector aimed-at
contrlbutrng to:the .Vision: 2030 aims within agnculture flnanoral
services,. lndustnallzatlon and trade sectors while: keeplng ‘with
Kenya's : oblrgatlons o the |ntemat|onal COo- eperatlve fratem'ty-.

operative movement «-the development of - nations:. By
acknowledgmg the crrtrcal role. of co- operatlves in the natlonat
‘economy:and: the need for: tackllng the specrfrc problems they face,

the’ Government:. comm;ts "'._ltself :supporting sustainable.
development of co- operatlves.and reafflrms Kenyas leadershlp in
the Afrrcan continent.if thrs key sector.. :

The Polrcy aims:-to develop 'an_ entrghtened and__ esponsrbie

rough - “conducting: .—operatrve.

supportmg marketmg mtellrgence training:. “of . co- operatwe
managers and Ieaders on:value- addrtron ‘product development;



packaging.and branding, promotion of exports and acquisition of
capital for investment in p_roduct development and value-addition.

It embraces measures designed to contribute to the implementation
of Kenya Vision-2030 Flagship projects and Medium-Term Plan that
promote an innovative, commercially-oriented. and: modern
agricultural- and financial service sectors. Priority areas of policy
action include creating an enabling macro-economic. framework:for
Qo~o‘p‘erative - growth, -increased : funding . -for. = co-operative
dev_elopmen_'t_' programmes; implementation. of Vision 2030: flagship
projects in the areas of fertilizer/inputs cost reduction, co-operative

participation in land use reforms and provision of basic housing and

other- infrastructure; :improved. access ‘to credit-through-SACCO’s
and-a greater role of co-operatives:in manufacturing, wholesale:-and
retail trade. It also -underscores: the. rationale for: reforming and
reviving - co-operatives - whose.  performance - declined - during
liberalization.-To ‘address the issues, urgent-action will be takenin'5
areas: (i) design and. implementation of - 'a Coxoperative: Stimulus
_package; . (ii) -re-training: - managers: and:‘members  on: modern
business .. practices,. . (i} - improving efficiency + with. which co-
operatives process: and: market their products, (iv) developing new
methods of mobilizing internal capital and/or raising funding through
partnerships, -and :(iv): providing “technical. -assistance - towards
strengthening the marketing capacities of producer co-operatives: -

One of the roles of the co-operative movement will be to: design;
fs-u_pp_qrt-_-.:-}a_n.d'--_d'evetqp--.;:new';;stréteg-i‘es.: “aimed: at increasing - the
-l_n_yol:yemen-tfzt_ . women-in income businesses: through which ‘they
‘can: become members -of co-operatives. - The “Government “will
eng_a_gg;:.-'ih._.-'s'ens-:itiz_i__r}g the movement on the benefits of gender

ortionality in the management of co-operatives while the youth
sensitized on ' the - value - of - co-operatives: through
2s providing kiﬂ_s_ﬁa'nd;'=0reatihg.-empl;oﬂymé'rit'?'1

effectivene f the Government reflected in the level of funding for:
co-operative - develepment: programmes; ‘staffing, and - skills.
endowment inthe regulating: agencies.:The level: of Government:
funding for.the ‘co-operative development programmes,: therefore,
will need- to: gradually rise from KShs. 1.2 billion” per-annum-in-
2010/2011 to-KShs: 5 billion per anhum-in. 201 5/16. The-iricreased:

mplementation of this. Policy will largely depend on the-

funding will be employed in conducting education and training
programmes, strengthening the law enforcement capacity, provision
of co-operative extension and promotional services, implementation
of new development programmes,. promoting efficient marketing
and promotion . of . investments in co-operative ventures. More
importantly, sustainable growth of. co-operatives in upcoming years
will require considerable increase in private capital. Increased. co-
operative financing will require raising the equity of co-operatives. in
order to.improve their capitalization and establishment of a.special
financing - facility . to. support co-operatives’ . investments - and
technical assistance.. -~ = . s . i

Stimutation of .co-operative growth. calls. for an. injection of private
capital to the-tune.of KShs. 2 billion annually in the first two years of
Policy  implementation, - gradually. .increasing to. KShs:- 5 billion
annually: over a period - of subsequent five _years.. ... Financial
institutionssuch as the Co-operative Bank of Kenya and the Co-
operative Insurance €ompany (CIC) will: be expected: to. inject part
of the -additional financing: for co-operative businesses’ expansion.
Modalities of getting finance: companies; particularly: venture-capital
firms - intofinancing co-operatives..-will. \be - worked .out. after
consultations - with - the. Treasury, -the - Central. Bank - of Kenya,
financial institutions and other stakeholders. In.order to maintain the

anticipated - co-operative . development . -.tempo;. - the: . Policy

recommends a reduction of contribution to the Statutory Reserve
Fund created-out-of the surpluses of societies. from 25% to 12.5 %
in- order to- avail more-fu nds: for societies’ operations... Other key
elements of ‘co-operative financing will be . through development of
‘new SAGCO credit: products: for lower income: groups- to. access
credit and micro-finance services: as well:as encouraging: the Co=
operative Bank-of Kenya and the: Co-operative __Ins_urance'-_'_Comp'any_
of Kenya to:develop long-term. capital. instruments suitable: for. the
co-operative. - sector.: ; )

tor. The Co-operative -Movement will b

encouraged to develop long-term capital instruments through the
introduction of ‘transferable co-operative shares’ at the Nairobi
Stock Exchange (NSE). In that regard, the Capital Markets
Authiority :will- work. out: modalities -of . opening. a “Co-operatives

Window” at-the NSE while the Government will. consult. relevant

institutions ‘and -explore options. for .a. co-operative. share_trading
facility akin tO-th_G-Nai!'Qbi-_StOCk_ Exchange.. . .. . &




Although direct contributions by members will continue to be a key INTRODUCTION
source of capital, in order to achieve massive injections of funding, ‘ : - )
it will be necessary to set up a special financing facility. A Co-- 1. As-part of the Governments efforts to harness the co-
operative Investment Strategy will be. developed to provide a - - operative sector’s growth potential, the Government has over
practical framework for increasing. co-operative equity in order to : the years reviewed policies. and . the. legal framework
improve their capitalization: A complementary policy action will . governing cg-operative operations. It has therefore become
entail developing modalities for setting up the Kenya Co-operative ; . necessary to review the Co-operative Development Policy to
investment ‘Fund (KeCIF) for-enhancing the .capital base..of ~ improve the performance of the  co-operative: sector: and
individual co-operatives. KeCIF will be developed with special focus ’ -+ mainstream it into the national development agenda. This
on - building - partnerships . between . co-operatives - and other » : Sessional - Paper . presents the. policy: framework . for
enterprises in order to attract funding. In this context; the Policy . - accelerating Kenyas co-operative growth in:a dynamic and
proposes to amend the rules limiting surplus-sharing with non- kY . competitive - global: economic environment: “It: focuses. on
members, taking an -approach  that strikes-a - balance between B - " creating an enablmg environment - for - oo—operatlves to

improving: the financial structure “of co- operatives . and" achieving
better financial ‘returns*for -members: The Fund wall also prowde
- general guarantees to: other sources of funds A

‘actively engage :in- tackllng ‘the’ 'national -challenges. of
employment generatlon wealth -creation -and . poverty
reduction in Kenya. The goal is to improve performance of
existing. co- operatrves facrlltate the'. creation: of ‘new: co-
:operatwes in the rural and. urban reg[ons of the country,
promote access to affordabl'e credit through co- operatrves
e mwgorate co- operatlve managed ;nput supply, ‘consumer
;f"retall and: wholesale businesses, and enable them: play.an
. active role-in: d|strzbut|ve trade The theme of this: Sessional
S Paper is ‘Expandmg the Enabhng -Environment - for
_fi‘-Sustamab!e Co-operatrve Deve!opmeni‘ “This = Policy

i itherefore’ supersedes; _'Il ‘current and ‘previous poltcy, fegal
il and admlmstratlve me sures supportlng the development of

ltvis enwsaged that the foundatfon for |mplementat|on of the Co—
operative- Development Policy ‘will be. faid ‘over the  medium term
“(2012/13:<-2015/186). During this' period- most isstes pertaining: to
- operationalizing - this* Policy, - reviewing - the “relevant - statutes,
establishing - 'support  ‘programmes and. “developing - financing
instruments ‘will: be concluded:  its: implementation: will’ go “hand- in
hand with'meastures: being taken by the Government to realize the
Kenya Vision 2030+-goals ‘and ‘objectives. Specific focus: will be
 geared towards enhancing education: and training programmes the
reguiatory and institutional framewaork “and :improving dellvery of
"'""advrsory and oo operatlve extensron servrces geared to |mprove

- even greater role” |n contnbutlng a solutlo o'the twrn i
"challenge of poverty reductron and employment creatron that
~Kenya faces, It presents pohcy ‘measures. for. evataltzmg
Kenyas co- operatlve movement to: contrlbute o the much




anticipated improvements in productivity in agriculture and’

financial services' sectors. It aims to improve profitability and
guarantees commercial soundness of existing co-operatives
promote access to affordable credit for small-scale farmers
and businessmen, and promote. commercialization and

productivity improvements.. The. policy is in keeping with

Kenya's . obligations to the .United Nations (UN) and
international. co- operatlve fraternity regarding enhancmg the
visibility and central role of the co-operative movement in the
- development:of nations. By acknowledging the critical role of
- co-operatives  in- the national economy and. the. need for
tacklln_g_ the specific problems . they face, the Government
.-commits itself to - supporting sustainable development of co-

--operatives. and reaffirms Kenya's Ieadershlp in-the- African
- contment in-this key sector S T

111 The strengths of the co-operatrve model in natlonal
; development IRy : PRI,

R comp_osmon_ of their membership. and the:manner:in: which
~osurplus: income: -ist - distributed; - ‘co-operatives ultimately
Gl facilitate.a: wider distribution- of: Wealth to the population than
. ordinary “companies - whose - shareholders - are - usually.- an
..'_.excluswe class -of relatively: well-off - people: - Most of - the
-+ income earned . by co-operatives: is : spent - locally:» which
= boosts the: local economy - anddevelopment. - A - strong
i .network of co-operatives provides a‘framework for creating
‘employment opportunities; -aceessing markets, technological
“+innovation, social empowerment, and. effectively ‘acting . as
" .':'flnancral intermediaries - between - members -and: traditional
+ sources: of finance. Kenyas O~ operatlve ‘movement  has
- made. tremendous: contnbut:ons towards : economic growth
_5___--and employment inKenya.: With a. membershrp of 10.2
'--_--_:mzlllon and 13,256 registered co-operative societies by 2010,
the co- operatlve ‘movement:had mobilized over KShs. 378
:--__;.-__bllllon in: savings.and: deposrts and ‘was a srgmﬂcant source
rof employment in: Kenya AT :

4. ;‘At mstltutlonal levei there were ove‘r 320 OOO employees
...~ charged. with-.the - responsrbllsty of:running co-operatives.

The Government recogmzes that due to the nature of the |

Further, the sector had generated more than 1.5 million jobs
in the small scale enterprises and informal sectors through
. provision of credit for investment. Through savings and
loans, Savings and Credit Co- operatlve 'societies (SACCO S}
have brought their members into the natlonal grid  of
economic activity especially in the rural areas after the
withdrawal of commercial banks in the 1990's and early
2000’s. They had played a crucial role in’ fmancrng
_investments, fundmg education at the secondary and tertrary
.. level, meeting medical bills and funeral expenses. Co-
s operatlves have played a major role in the development of
the- productwe sectors of Kenya's economy. besmles
providing an important framework for mobilization of both
human and financial resources. |t has.a great potentlal to

_ create both direct and indirect. emp!oyment through savings -
_.mobllrzatron and.investments. Its mult|pl|er effect is greatest -

. in secondary chains.- of agnc_ultural productlon “housing,.
o commefce property acqwsmon _and_ agro- p'ocessmg
-.-;...actrwtres The greatest oontnbutlon of co"’ope atives 1o
... Kenya's socio- -economic development was demonstrated by i

. the KShs: 152, billion credit, extended to 1.2 million ‘members
by 2010 .at-. any . glven time. _Wthh had been ‘used: for_'_
rnvestments property acqwsmon payment of educahonﬁ_f_
fees,” settllng medical. bills, etc... lts potentlal to._ _reate both ™
direct and indirect employment through member investments

... . is -huge: and:. the -multiplier. _effects..are greatest in the.
- secondary chams of: agncultural produchon loans fromk
' SACCO’s to housing,. commerce property acqmsrtlon and___
agro processrng actlvmes i

112 The ratronale for'polrcy revrew-'r::-- T

5 Successrve___co -operative - development pollcy re”'ew_ in
: Kenya have been necessrtated by. the. changing | economtc'i_’-
_ ' id- fergm ational. development prlontles'_;
and challenges ln.-:tandem wrth'_the dynamics. of a ‘modern
“-economy;: the: government: has. contmuous!y rev e_wed the_;_-._
policy - framework : guiding - co- operatrve development The.
Government- did develop: co-operative. development pollcres'_'
in the years.of 1970, 1975,.1980,.1987 and, 1997..This Policy
review . -comes - .in: the ‘wake . of ma;or developmental'




challenges confronting the country: high levels of
unemployment and underemployment especially among the
youth and a major gap between the poor and non-poor in
terms: of incomes and access to housing, education; water

education, health and land. In addition to the broad national
challenges outlined above, the co-operative: sector is

confronted with' specific challenges. that include poor

governance: in the: movement, a low capital base that limits:

their. expansiaon; and reduced- returns to. members. Co-
operatives. have limited capacity to undertake value-addition
and ‘engage in. aggresswe marketing. They often market
produce W|thout processmg grading or packaglng

The Sessronal Paper addresses the above challenges by

'._creatrng a: . favourable - pol|cy environment for realizing

rmproved effrcrency and - profitability ~of - -co-operative

' enterprises... It outlings policy interventions: that include-
+restructuring and strengthenmg existing co- operatlves and: .
.'_'_'_';developrng new ones in underserved areas.” it aims to
. reinforce ‘the catalytlc role: ‘of govemment in - co-operative -
deveIOpment and to promote. the comparatlve advantage of -
s GO operatives i dealung ‘with: poverty ‘and inequality: in.
. Ken ya. The Pohoy has been prepared in order to: achleve the -

o exrstmg !aws regulattons and rules

) '-To iron out" mconsrstencres between pollcres and the .

1.2

1.2.1

BACKGROUND
The colomal era of co—eperatwe m!tsatgon in Kenya
Co-operative development in Kenya has beeh influenced by

two major factors: intensive colonization which™l&ft the vast
majority of Africans outside the monetary economy untit the

~late 1950’s and the extensive involvement of the government
-in the-affairs of the co-operative movement thereafter The

Co-operative: Movement  in Kenya traces “its " origin to
registration ‘of :the first co- -operative society at Lumbwa

- Kipkellion'in 1908. - Although there was |n|t|ally no legal and

policy strictures inplace, co- operatives’ expanded through

~ white colonial farmers’ agitation. ' In the pre-1945 period, the
‘white settlers consolidated “their farming by’ formrng'.“ settler

o8 organlzatlons that included the Kenya Planters Co- operatrye‘
“Union - (1923); "Kenya" Farmers - “Association (1923) “and

< Kenya - Co-operative -~ Creametries (1925):

These

".‘organizations were: originally reglstered ‘under busrness law

“and only became registered as co—operatrves in 1931 ‘when

- thefirst Co-operative Societies' Ordinance was promulgated '_:

R restrlctlons agamst Afrrcan partrcrpate n
"-crops and ke_eping rmproved 'anlmals

 been: reglstered These_" were basmally
"-"'socnetles in“cereals; “coffee; cotton f'--frurts and- vegetables

“The: . Government's: formal “inVolvement ‘in' co-operatives

started in 1931 when the first co- -operative ordinance was
enacted'in order'to regularrze the operations-of*co- operat:ve

societies.: Tn: 1944, it was - recognized by the ‘colonial
governmen. that Afrrcans ‘heeded to partrcrpate in the
i economy ‘through® co—operatlves ‘which were: an |mprovement__

on emstrng rudimen_tary marketlng systems o

arketmg orrented '

yrethrum S|sal sugarcane dalrles eggs and poultry, pigs




1.2.2

and others involved in ranching and farm purchase. These
co-operatives also provided auxiliary services like farm
inputs, credit and other services.

The Post-independence era of rapid growth in co- |
operatives sector

At independence in 1963, the Government embarked on

Africanization of the economy whose major policy thrust was
contained in the Sessional Paper No.. 10 of 1965 on African

" Socialism_and its. Application to Planning in Kenya. This

policy advocated for principles akin to those adopted by the

. co-operative . movement - hence _ co-operatives were

considered . as. suitable - vehicles . with _an . appropriate

“framework to. achieve. the. aspirations . of: the- majority " of

 Kenyans . in - participating .in_ ' economic . development.

Consequently, - the government reviewed the . existing

‘legislation in order to. ensure that the regulatory and
_supervisory. framework was.in line with the.new. objectives.

This led to the enactment of the Co-operative Societies’ Act

~_[CAP. 490] Laws..of Kenya in 1966 under which the
- Government undertook to use co-operatives as a medium to
_.realize. its . socio-economic: development. “agenda. The

_Commissioner. for. .Co-operative -Development. was given

. wide powers -including - approval :of the budgets. of co-
.. operative societies and removal of management committees
__which failed to managesatisfactorily...In. order. to:. marshal

support to- the _co-operative movement; the Government

entered “into agreements * with “a° number of ‘development:

o _.;____'pa:rtn_e'rsz.3_w:h'o'j..:i_{icluded_-.;_f_tﬁ:__j__._'.W‘O_Hd*_;‘_Bjank-;, United- States of
.- America, Germany and:.the Nordic. countries: o assist in

10, The other po

the form of loans and grants

independence. ( operative
ontained: in: Sessional: :
‘goal:was the:: _cjons_(;}licfati.'or-.}__ .of . co-operative

" --_'-.-_--.ac_it_iv'i'tiés-;-':_.__Th'i_'s:a }"i_nﬁ-:-l'u_dedh.ijmpro_ve_men.t‘ of -management of
. .,_-_..;_-_s.op_ieties,_';;-_in‘tfgnsi_fijc'_:_a;t-ion;__.._,:.Of - education -and: training for
...members, committees and - co-operative employees with

provision.. of.-Government...support :staff -as: supervisors.

- livelihoods. -

1:23 The post iberalization ¢

11. The Sessional Paper

So-operative Development
al: Paper No. 8-0of 1970

Another review of the Co-operative Development Policy was
undertaken in 1975 in which the. Government stated its
continued recognition of co-operatives as vital institutions for
mobilizing materials, human "and financial resources for
national - development. The Government reiterated its
commitment to pursue and promote expansion of co-
operative activities in all the productive spheres' of the
economy. During the 1980's, the Government started
implementing Structural Adjustment Programmes (SAP’s) for
 a market economy. The Sessional paper No. 1°of 1986 on

" Economic Management for Renewed Growth emphasized
“'the ‘importance of ‘unfettered private sector led economic

" development. The Government,” through’ Sessional - Paper
‘ No. 4 of 1987 on Renewed Growth through the Co-operative

o Movement, reiterated " its ~ commitment: to “enhance the

articipation of Ker’iy'g._:rj's._-'_i'h_f'__th"e-- economy through co-
operatives. The responsibility of organizing and managing

" co-operatives, was left to members. and their management

~committees while the Government played an advisory role
~““and that of assisting. them to maximize member benefits: In
“realizing this objective, co-operatives’ were required to fully
participate. in' mobilizing domestic resou rces for reliable and

r - their

L produictive ~investment - through co-operatives  f

1  Ses: No. 6 of 1997, on Co-operatives in a
- Liberalized Economic Environment further re-defined a new
 relationship between the Government and the co-operatis
T e e bt Gbverhinent baing Taatiated 1o
creating a conducive ‘environment for growth and
development -~ of co-operatives - through formulation  of
" offective co-operative development policies, ove eing the
| nd  administration of the co-operative
ns. It was felt then, that government.

es. . affair

: enab|eth em tO confor




operative and to be operated and managed in accordance

- with the internationally accepted co-operative values and
: princrples More importantly, however, the Policy cailed for a

gradual process of government withdrawal from the day to
day management of societies. Policy implementation was
supposed to be gradual allowing for attendant measures by
government to assist co-operatives to adjust and cope with
the resulting effects of liberalization  and competition.

_Unfortunately, this basic preparatory phase was overlooked
.. @s co-operative soc:ety leadership was. only too eager to be
Ieft alone Some co- -operative sometres’ leaders. seized the
; opportumty to confer upon themselves extra-ordinary powers

to. appropnate resources. as. they deemed -necessary. This

resulted in -massive.. Iosses that triggered.- withdrawal of
members increased .sub- d|V|szons of giant.. societies
(especrally in the coffee sub- sector) into uneconomic: units

8 o and the consequent mushroom:ng of. l|t|gat|ons

-operatlve movement through dlrect fmanmal and; technlca!
assistance and subsidized services.... That ceased with the

Pnor to SAPs the Government had supported the co-

enactment of . the Co- operatwe Somettes Act. in . 1997

accordlng to whose mterpretatlon the: Government had no

role in the .CO- operatlve movement.. The... fundamental
assumptron was that - ordlnary members would- be  fully

-+involved .in. approvmg major. transactions; - investments' and -

appropnation of resources. Little effort was made.to: reform'
the . leadershrp and management: . of - co- operat:ves -to

safeguard members nghts and-interests.. .As.a result-of the

- Governments _ coits
;-responS|b|l|t|es the movement -was: at the ~mercy :of: ill
: __;_equlpp'ed and sometrmes dlshonest Ieaders At prompted
. “costly ecisions like. sub-drvrsron of societies that. resulted in-
-'d:smal_ performance of many. co- operatlve enterpnses For
a - of :.coffee  co- -operatives.
_-accumulated debts wnth flnancra[-;lnstltutsons resultrng i’ hlgh :
~indebtedness..The resultlng loss of confidence. in those Co=+
- operative institutions was principally due to failure to:make
s payments promptly for the .produce .delivered- ‘by:membiers
since much .of the. money went.into repaying: debts Farmers:
_could no Ionger access cred|t facrlltre‘_“

oo example,

.. withdrawal.. = from.. Lrsupervisory

large: . _number

_nd the small co-

13.

operative units had heightened credit unworthiness. -Some
leaders . enriched themselves through misappropriations,
corrupt practlces and m|smanagement of members’
resources, among others.

"_Polltlcal interference also accounted for mlsmanagement of

key co- operatlve institutions leading: to. the near collapse ‘of

- the Kenya Farmers (Co-op) Association (KFA), ‘and ‘the

Kenya Co-operative ‘Creameries Ltd (KCC), which. has.now

. been revived by the ‘Government) Coupled wrth reductron of

mld 19905 resources.. for capaclty bundmg trarn

. management

prlces culmmated in Iow pnces of produce dellver :
farmers reduced payments costiy farrn rnputs low qual

donor support for co-operatwe development programmes g
an

unawareness among
leadlng t

 co- operattve
Ieaders and members

heightened

Ievel

expande' Pl ey

o 14 | | . maint i
promment fole: of co-o_peratlves in- natronal econom and ..
.social . development the Government re- establlshed s

(MOCDM) in ..2003 It. amended the Co'.operatrve So

: Recognlzrng the

_Act.in 2004 and prepared new Co-operative. Societies' Rules.

The. new legal framework prowded for Govemment-‘




intervention to restore members’ confidence in the co-
‘operative model and also provided for stiff penalties on co-
operative leaders who mismanaged their co-operatives. The
move aimed at the key objectives of reviving the séector and
ensuring that all societies were well governed and managed
-for the benefif of members. However, efforts to revive key
co-operative institutions " and - organizations that hitherto

" supported agriculture e.g. KCC Ltd KFA, KPCU; and the

- Kenya National Federation  of Co-operatives (KNFC)' were
‘partially successful due to unrésolved-issues r 2garding their
_outstanding - debts” and ownership. ~* Enforcement of
“provisions ‘of 'the Co-operative Societies’ Act on timely
~ rémittances” by’ ‘emplovers - to” SACCO ‘societies 'led to
" recovery” of outstanding “arrears to the tune- of KShs. 3.8
bilion by 2010 out of the KShs. 4.3 billion that was
~outstanding in. 2004 In* recognition’ " of the * growing
“importance “and - sophistication of SACCO's, ‘g~ SAE€CO
 Socigties” Act was enacted to ‘enforce prudential standards

T SACCO's with FOSA's,

1.3 KEYPOLICY HIGHLIGHTS

- GoVernment“aims to credte an enabling policy and ‘legal
environment for enhancing competition. and-efficiency in the
‘co-operative sector. Th is “policy focuses on’ improving the
living conditions of low income - Kenyans " though_ e
managed and competitve co-oparative enterprises. The high
level of un-em ployment and poverty in the rural ‘areas of
e alleviated by promoting” investments in

na 1 ~such as supply of
Inputs, mechanization, manufacture and bi nding of fertilizer,
+progetsing of farm products and enabling co-operatives to
- take charge of retail and ‘Wholesale  trade.  Employment
nt in - processing and packaging' - of
pation in the informal and Jua Kali

/ nt.in service ‘sector and ‘smalf ‘scale

Itwill also consolidate and tinstream the role of
¢ es in meeting Kenya's - national - development
“agenda as set out i theKenya' Vision 2030 which is

15 “Through implementation of policy actions in this. Paper, the

cooperatively. mat aged farm services

16,

anchored on three key ‘pillars: the - economic, ‘social, and
political pillars. - The -~ economic: pillar - aims at Kenya’s
-achievement of an average economic growth rate of 10% per
annum by 2012 and sustain the same until 2030.in order to
generate  more - resources to meet the Millennium
Development Goals and other Vision 2030 goals. It seeks to
~Create “a globally-competitive and 'proSp.'er'ous'”cduhtry with a
high quality of life by 2030. R

In pursuit of these aims, the Paper focuses on accelerating
institutional rebuilding” within the movement, business re-
‘engineering, and aggressive marketing-and diversification of

their products and services: '_.O.ther--:_key:. policy:aims. include

mobilization of government agencies and’pri_vate--'inve_stors to
“partner with. individ ual’ co-operatives :in ‘providing financial ..
and fechnical support for strategie co-operative development

- Programmes designed to- accelerate . the- restructuring and -
-strengthening . of key co-operative institutions: and. promote

new. co-operative: ventures. that. have great potential. for

~Wwealth creation. and ‘poverty . reduction. . _Th_e_,_'_:_policy.__l___a:[_sq:

+-Identifies. .avenues  for. -encouraging - young - Kenyans . to
~-engage in co-operative activities, focusing. on. providing the
. necessary incentives for investment in youth managed co-
- operative ventures. In-order to guarantee effective. policy

_._implementation, the
' implementation framework that  sets
- pinpoints responsibility for action

.of all- _S’té_ke_hbld_gr;_s ‘and’ ensures

by Creatmganenabungcooperanvefegalandregufatory

relevant to faciltating rapid and sustai

overnment will put in plac
i’

relevant- agencies. In .
outlined specific: policies to: give ‘guidar

perative. movemen These s

(@) Entrench ment ‘of good corporate govemarice a nd best
-business management :practices - in ‘the':cosoperative
movement:: R I L e

framework:




(¢

(d)

(e)

(7

o

14 PROJECTED GROWTH TARGETS

lncrease and malntain the average domestlc market'

17 The Govemment W|IE encourage and facmtate the co—
-operative- movement -to-step “up: its: pace -of: development.
measured |n terms of the parameters set below '

'-'Increase actlve membershap of co- operatlves by 15%
“annually “and . support: - establishment. of “new = co-
“rioperatives: in agnculture mfcro~cred|t promismg hlgh
""-.:--i'growth activities; " - : :

Harmonization and improvement: of the quality of co-
operative education and training; -

Ensuring hlgh quality and productlve mvestments by
co-operatives;

':Development of efficient marketmg through product

development, enhanced value chaln management and
market research;

Promotion of new co- operatlves

'_anorporatlon of !CT in the sector s operatlons and

.Malnstreamlng youth gender and HlVlAlDS concerns
in the sectors development SIS

e lncrease survaval of co-operataves and malntaln a hlgh'
‘co-operative survwal rate - in agrlculture housing,

] financial services, industry, wholesale and retail trade,
ICT, energy, SMEs and other formal sectors from the
current 38% to 98% by 2030; and .

- (h) Broaden partnerships and networks wrth the prrvate
T tnvestors and development partners -

M 5 STRUCTU RE

18 ThlS Sessmnal Paper is organlzed mto six: Chapters Chapter
R presents an- “overview:  of the" Government's - policy

B objectives,. ~a“broad  overview of the past " policy
developments achlevements inherent . policy - weaknesses
‘highilights of the new pollcy dlrectlon Chapter 2 ‘presents-an

- __ analysrs of the past and current trends in the performance of
'thé co-operative sector and analyses the' status ‘of the co-
~operative movement inKenya,’ broadly classrﬂed into three
' “main catégories; agrlcultural commodlty marketmg, ‘Savings
" “and Credit Co: operatrve sometnes and others co- operatlve
~ activities.: Chapter:'3:'
growth and: development of CcOo- operatlves takmg into account
the need for a comprehenswe policy, a coherent legal. and
_regulatory framework consistent with. the asp|rations of- the

' co operatwe moVement whlle Chapter 4 outlmes a broad




2 SlTUATION ANALYS!S

21 THE CO-OPERATIVE MOVEMENT AT A GLANCE

19.

The concept of modern COo- operatives has its roots in the
economic, social and political changes that took place in
Europe in the eighteenth century- through-the nineteenth
century, especially the collapse of feudalistic systems. The

industrial revolution increased capitalism and urbanization -

which Ied to appalllng Irvrng conditions for workers. People

started Iooktng for ways to improve: their welfare and self-
. esteem... The . co-operative. form..of - business.. organrzatlon

orlglnated in.England: amongst the industrial workers in the
.. mid- nrneteenth century,. shortly aﬁer tne rntroductron of the
g .,;:modem joint.. stock companies. . Co- operattves started as

o regional areas. amongst farmers.. During the latter part of the

urban.. consumer. retarl enterprlses but. soon. spread to

“'_'._'_:_nlneteenth century, the concept was. embraced in_several
.. parts. of Europe. and North, Amenca Early in the twentieth
)century, the co—operatlve movement spread to Indla and

...__gradually to Asran and Afrtcan countnes

20The Internatlonai Co operatlve Allrance (ICA) deﬁnes a co-

operative-as. “an autonomous. assocratlon of persons united

":":'._ﬁ.',;vo!untanly to meet their. common . economic, social, and.
‘cultural needs and_ aspirations through a jorntly"-owned and

o _fdem_ocratrcally 'controlted enterprise’. These needs could be

‘produce process ‘and market. goods and’ services, to

" 'mobilize savings and provide credit, or to facilitate access to

“private

inputs; Nonetheless; ‘although a co-operative’s: main: mission
is to meet member needs it is not prevented from generatlng
surpiuse hat ' used to ‘support further ‘business
expansion. Co operatlves are pnncrpally estabhshed to
protect members from exploﬂatron provrsron “of poor qualtty

and ‘often over—pnced goods and services. They counteract’
monopolrstlc tendencies by a srngle or a limited number of
rgesses ‘besides - helplng ‘members  and

,comrnunrtles to: gain access to markets where exrst:ng

“structures: fail to provrde producers with’ fair returns.’ Co-
_operatives provide services to consumers which would

otherwrse not: be avallabie for exampte in remote areas or

where a large population is excluded due to lack of financial
services. They add value where joint. action increases the

value of a product and- in: effect provide a share of “value-

added” to the - originai produce through processrng or
packaging. To secure sufficient scale, the henefit of size is
obtained by pool buying or selling collectively to get a better
deal in the market place. The. commonest types of cOo- .

| -operatives include the foilowmg

(a)- | ::Agnoultural and t'rsherres co- operatlves satlsfy the need

for-supply, processing and marketing of produoe

(b) Consumer co operatrves ‘pravide members with goods

" and services" requtred at the preferred quahty and
= competltlve prlces ' ‘

(c) Housmg co operatlves grve Iow~rncome people the

_ opportunlty to own. thelr own homes
'-'(d):_‘"frCo operatlve rnsurance protects rndwrduats and smail'-'z
:busmesses from risk; SR

| M':_(e)'_.' 'SACCOs and ‘co- operatlve banks serve people of

__limited incomes othenrvlse not. reached by commerclal
banks, and - extend credlt and” savrngs serwces to

' 'lndlwduals and. mrcro entrepreneurs that are not ab!e to
secure such from commercral banks and o

(H Communrty development ooaoperatrves are. formed for'____

~ the. .
8 ies‘p‘ 'olaliy in socral aspeots and eduoatron

“overall _ development of local commumtles::
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" co-operative formof business- organization.:

1. 1 The structure of the co-operatlve _movement

' The organr _atron of the_ ce.operatwe movement wor!dmde is
_ :'_ l_n_t:ers WhICh form a pyramld _shaped _structure At the bottom

L soc;etles can combrne therr resources to purchase ‘|n bulk or
“acquire:major capital assets that as mdiwdual sometzes they

factor in the optimal performance of the agricultural sector.
They offer facilities for mobilization of domestic savings and
creation of opportunities for investment and employment
generatlon

Experience has shown that co- operatwes when properly

nurtured. and-managed provide the’ best option for: uplifting
the living conditions for the Kenyan people and' at national
level, several advantages accrue to members through the

values and" prmcrples foster unity -and co- operatlon amongst

-the grassroots in their struggle to |mprove their. economic

situations. - It is ‘a convenlent means of encouraglng the

- common people to’ part|c:|pate in the economic development
of their local area and country. Because of the nature of the
compos:tlon of thelr membershlp and the dlstnbutlon of

surplus income earned” by the - ‘association, “co- operatlves

-ultimately facilitate -a wider distribution. of . wealth to. the
~population than ordlnary compames whose shareholders are
~usually an exclusive class of relatlvely rlch people Unlike
~ company. shareholders ‘who tend to live'in urban areas, co- -
___operatlve members are local’ people For this reason, most

.. of the income they earn they are I|ke|y to spend locally,
whlch boosts the looal economy and development

.Co- operatwe

"could not afford. Secondary societies may further federate to

form a union at a regional or national level called a National
Co-operative Organization' (NACO). The National Co-
operative” Organizations’ membership consists of primary
and/or secondary co-operative societies drawn from: across
the country; they offer specialized services to their affiliates
which  include * insurance, commodity - processing  and
marketing, housing; and financial services and'in most'cases
operate’ under dual registration in order to satisfy the co-
operative sdenttty and business interests. At the topof ‘the
pyramid, there is a nationwide federation: the “apex society”"
composed of primary societies, unions and National Co-
operative  Organizations. At the interhational “level," co-

h operativesare: united under the lnternatronal Co operatave

_ Alliance (ICA).

_'__f__""'four-tler system. As at the end of 2010 \there were eaght‘
"':'__NACO’S namely '

The' co-operative movement in Kenya is organlzed into a

(a) Co- operatrve Bank of Kenya (Co-op Bank) Ltd

(b) . Co—operattve Insurance Company (C!C)

(c) - Kenya F’lanters Co- operatwe Union: (K P. C.U) Ltd
@ 'Kenya Unlon of Savmgs and Credlt Co operatlves

c (e} - -Kenya Rural SACCO sometres Unlon (KERUSSU)_'--

 (KUSCCO);

-.Ltd

| ':"operatlve' levelopment and: Marketrng (MOCDM offerlng!=_'- i

" services to the dairy industry;” the ‘Co- operatlve College Of:'- -




Kenya — offering education and training to the movement;
and the Kenya Farmers Association (KFA) a primary co-
operative that used. to distribute farm inputs to farmers
countrywide. The fourth and last tier is the Apex. The Apex
organization is the Co-operative Alliance of Kenya (CAK)
that. acts as the mouthpiece for the Kenyan_qobperaﬁve
movement locally and internationally. Its membership is open

to all registered co-operative societies and its services and

2.4.2
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Nevertheless, . the

activities are supported throligh ann ual subscriptions.

Drawbacks in the co-operative structure

the cooperatlve struc’cure has " some
drawbacks. It has weak direct inter-linkages _(horizontally)
within the tiers. Besides, some levels of the secondary tier

have performed poorly in the past due to tack of patronage

by primary societies at the ‘onsét of liberalization. For

“instance, many unions became dormant, debt laden and a

" skeleton of what they used to be. Similarly, the farm input

~ supplies activity of marketing unions grossly underperformed

due.to lack. of full patronage. by the affiliates. Much of the
~under capacity was to do with past poor services leading to a

_decline in service provision resulting in affiliates withdrawing

- support.-Also, some institutions lost credibility making them
irrelevant in the changing economic landscape. Perhaps, the

2143

- and.independ ). educal
- (vi) co-operation-amongst.co-Of

" biggest: drawback is co-operatives’ inability to attract large
_ _Capital- investments. ST e

The Co-operative Values and Principles

- The rallying. point of co-operatives worldwide is the *co-
" operative values” and “co-operative principles”. They are the
:ma-i'n_;féatur_es.;’ghatf:di'sti_ng_u_is.jh'co‘:o_jpé”r'atives' from other forms -
- of business organizations. The co-ope

perative values are self-

=G0

rinciples: (i)
member

fe . .are seven co-operativ

\ocracy, equality, equity and-

28.

- -impresses: upon the thinking: that each-member-is-

s torefund to the members at the énd of
o8 sha__r'e- _of:--_tt:’i'e net surplus; if any, in pfoporti’o‘h
. society’s services. For example, a retail co-opera

membership” entails that membership of a co-operative
socu?ty_ must be voluntary and available without -artificial
restrictions or any social, religious----or--.paiitical.:-discriminétian
to ail persons who wish to benefit from coﬁeperatiuvje'
member_shlp and are willing-to. accept -the -c@mesaondmg
;_esponsmiiities. Conversely, members who :wish:s-‘:té.-¥:=£e'§in=
rom a co-operative ' to ‘do-so-without any
from a hindF;ances. society are fr.ee.-zto do -so=without ‘any

The second principle. of .“demoératic-.membér-:.éonztrol"t-.énia?ils'- :

~.control:-of the: organization based-on democratic principles. -

Thus, in all matters that involve voting-in the management of
€0-0 pera_ti've‘si._ sthe - principle: of -‘o=nge“ smember ag:;ne\‘/gtif
irespective “of - the -number -of shares “held by a member :
applies.  This is in‘recognition of th'e-"factﬁ--that::pen'p'te.ﬁ-we‘?k"-:i'ng* -
_to_ge?her to-achieve:a c.o'mmon"obj'ecti_vei-shou.t&'-ha'v: -eqi "I:"-
.sgy'-m-._the--join_t enterprise.: This-is -in direct: contrast to v
.situation - with - ordinary:- corporations - where - control of

~enterprise ‘usually . depends on::the amount <6f 6 S

e contrlbgted by a shareholder - ‘one share:one vote': i

- types of:shares ‘held, which - may ‘give preferential voting -
Lo powers: T

T the k

9 ...Th'e: : thlrd '"Pfi_n'Qi'p|‘€‘-}”-Of'::“i“mémbérﬁ."éco-h.b'm-i¢ partm;;aation ;
- -"imposes an obligation on members:to contribute equitably to £y

anddemocratically control; the capital of their co-operat

shareholder  and must tribute t

the expense of o




amount. of business each member transacted W|th the shop
in the fmancuat year

.30 The fourth prmmple “autonomy and mdependence means
- that co-operative societies should enjoy a certain degree of
‘autenomy and a right to run their business as they see fit.
According to this principle, as long as co-operatives act
within the scope of the legal framework, they should not be
‘-fsubjected o greater outside supetrvision or interference than
.-other . business - organizations. -~ The: - fifth .- principle:
.- “Information, Education and Traln:ng requires co- eperatlves
- to ~strive.. to~ promote :education:'amongst - their - members,
. . officers, “'employees ‘and: the public about the co-operative
i2values-and-principles: and - the . laws, which ~govern co-
-..-..operatives. The-object of this principle:is-to encourage the
. ..members. tospread the co- operatlve gospel-amongst the
masses.- However, the: principle-goes further' and ‘demands
-that co:operatives should aim- at educating their members to
-+ improve their economic production; for.example, by teaching
«-them:s:the i best:: farming:~ methods, - modern :-business
management: and marketing practices: The sixthprinciple:
~ “Co-operation- among “Co-operatives™ - requires-all. co-
- operatives: to:endeavor to-co-operaté in‘every practical way
-i'%.le'Eh other co: Operatlves at Iocal natlona! and mternational

:-;_The seventh prlnC}pIe “Coricern for the: Community”
re¢ognizes that co- operat:ves are :part-of the:community in .
which: they: operate ‘as ‘whatever affects:the community will
deﬁnltely -affect them This pnn(:lple ‘calls: for: 'social -
'sponsrbllstythat ‘entails; amongst othier: thmgs worklng'_'-
owards 'mprevement ef the commumty ;n the area they:-:

“allco- eperatlve ' rrrespect;ve “of the ff'
srne’ss or.area of operation,: shouid: conduct_
accordance Wlth the abOVe seven

32.

2.2 | CO—OPERATIVES PERFORMANCE ANALYSIS

“shop -may pay rebates to members in proportion.to' the _;: '2:1.4 Interprefation and application of co-operative principles

The International Co-operative Alliance emphasizes that the
seven co-operative principles are not dogma: Rather, they
are guidelines or best practices for co-operatives that wish to
put co-operative values into practice. However, in Kenya,
some of these co-operative principles have been interpreted
and practiced in a way that undermines-innovation and
hampers business orientation and overall growth -ef the
sector. In particular, the use of the term ‘management’ for
the elected leaders has provided a license for ‘co-operative
leaders  to - carry out managerial - duties: instead of

‘concentrating ‘on:‘providing oversight and: policy: drrectton

This hampers professionalism by managers as they must
wait for committees to meet in order to'make key managerial
decisions. - [t ~also restricts innovation ~and ' legitimizes

- conservatism with: regard: to  the  appropriation - of | better

- business 'practices, - Further, the  lack -of - tradability - or

‘transferability ‘of co-operative shares limits: ‘investment -and
~ the ‘degree of penetration - into new ‘business - practices

Perhaps the “worst - drawback - for. co- operatlves is: their
mabl!lty to attract Iarge capital investments becatise CO-

- “operatives 'do not ‘recognize capital as: the key factor of
- “production. Co- operatlve pnncnples and: values preclude the:'
cdistribution of surplus and control of the enterpr;se basedon -
+ ‘capital ‘which’
' corporatrons _

18 t_he foundatlon of most prlvate busmess"




vegetables, pyrethrum, sisal,

34
late 1980’s and. the 1990’s, the co-operative movement could

35, H
— government and. the resurgence of economlc growth since

- +.-2003; the: number of reglstered ‘co- operatrve societies in
.Kenya grew steadily from 9,443 in-2000 to. 13,256 at the end

sugarcane, dairy, eggs and
poultry and pigs. Others were involved ranching and farm

- purchase. By the end of the first decade after

independence, Kenya had registered 2,800 co-operative

~ societies that were handling and dealing with the production
of coffee, cotton, maize and beans. Agricultural marketing
~ co-operatives formed the backbone of the Kenyan economy

contributing 45 percent of the Gross Domestic. Product
(GDP). . .

However followmg the wave of economic lrberalrzanon in the

not adequately adapt to the challenges of competrtion due to

- the rigidity of internal production.and marketing. structures.
. Past. efforts. to modernize the. sub sector .had limited effect
-due to, failure by the movement to. aggressrvely and fully

cash.in. on. the existing-and emerg;ng market opportunities

~-based on their areas of comparative advantage. Besides, an
meffectlve legal and- regulatory. framework,: poor. leadership,
. lack - of . integrity. and. ineffective . institutional. arrangements

also. contnbuted to slackened COo- operative growth

However due' to governance reforms :nstatuted by

of 2010. Over the same period the SACCO. sub-sector
registered an impressive 25% annual growth in the number
of regrstered ‘SACCO societies growing from 3, 627 in. 2000

- 1o 6,267.in 2010:. But the. growth: of agrlcultural based co-’
operatlve soo|et|es was almost stagnant as it rose- modestly: _
' -:'___from 4--349 in 2000 to_4 686 at the end of. 2010 The total o

:-membershlp and turn -over:was. as:a

o I _rease was most mgnrf;cant in: the SACCO category
. whose membershrp rose from: 2.67 million: in:2000:to 7.24
S .;mlll|o_n- in 2010 The rising. numbers of . reglstered co- -
. operative sometre
oo resultoof as resurgence of Kenyans ‘confidencein. co-
_--'operatlves bolstered by: an |mproved economy which grew at
A% in-2007- The aggregate performance of the:co-operative

2.2.1
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- that by 2010, Rift Valley Province had the hrghest number of
e reglstered co-operatives, - (3,692 ror27.9%}: followed “by .
: :_Narrobr (2 848 or 21 5% ) and Central (1 777 or 13 4%) Thef_

sector in terms of turnover had improved modestly since the
advent of governance reforms in 2004 from KShs 14.9 billion
in 2000 to 59.346 billion by 2010. SACCQ's accounted for
the highest increase in turnover which rose from KShs. 7.8
billion in 2000 to KShs. 61.35 billion in 2010.

Operatlonal status of co-operatave socretres

A further analysrs revealed that out of the 13 256 co-

.-operative societies registered by 2010, 5,253 were: ac__tlve,

being - able - to- deliver the. services for whichthey were
formed: - For:a:long time, -some. co-operatives failed to

-sustain’ their: operations: due to various reasons while: many
-of - the performing- societies :did not comply: with' the Co-

operative  Societies’ Act. However, ~a “portion ‘of that
membershrp was lnactive : SRR

The geographlcal d|str|but|on of co operatlves

A review: of the geographrcal spread of co- operatrves shows
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highest turnover-which rose from KShs..7,79 billion in 2000
to Kshs.13.79 billion in 2006 and further mcreased to KShs
39.339 billion by 2010. The sales of-coffee marketed through
co-operatives increased from KShs:-3, 741 billion in 2000 to
KShs. 4.819 billion in 2006 and further to KShs. 4.839 billion
by 2010. Similarly dairy co-operatives recorded a remarkable
increase in turnover rising from. 1.529 biliion in 2000-to 2.247
billion in 2006 and thereafter to KShs. 5.22 billion by 2010
which could be attributed to the revival of the Kenya Co-
operative Creameries - and . other.
However, the sales of sugar-cane and: pyrethrum- handled

~through co-operatives. recorded a decline over:the same

period from KShs.345 million in 2000 to KShs.267 million in
2010 and KShs. 129 million. in 2000 to KShs. 64 million in
2010, respectively. .

Growth in co-operatave share-capltal

in terms of share—capltal

. The..main ‘increase was in the: SACCO category ‘whose

'share capital rose from.. KShs 54 816 - billion :in:.2000 .to

Kshs 114455 billion..in- 2006 and- further to: KShs 226.96

blllton by 2010. Conversely, over the same period there was:

: La dechne in: the share-capital of commodity co- operatives as

~-354-million :in- 200
_..-._.recoverlng o KSh 472 milhon in 20100
agrlcufturai co operatrves category, there was an: morease -
oot from KShs; 55,372
.2006 and to KShs__. 228 532 000 in 2010 By

_-wstnessed in the fall- of share-capital of coffee societies fromy
2 KShs: 4. 193 b}lhOh in-2000 to.KShs: 3. 395 billion:in:2006 and:
- further down 2.370 hillion in-2010. Similarly the share—capltal._ 2
o vof pyrethrum societies - declined ‘from 'KShs. " 11- million in -
272000 to KShs. 7 million in: 2006 before rising to KShs 12
. million in- 2010 whlie there was. an: appremable increase: in -
o dairy co “operatives” share capital from- KShs 82 million |n Rk
~ 2000 to 459 million in 2010, Generally, there was a declinein *
the- share'oap:tal of other agnculturai -societies. from: KShs: -
to 'KShs: 255 million in- 2006 before
An- the non-.

000. in- 2000 'to KShs 113 256 000 in

.dairy . co-operatives..

there was. an lncrease in the
... aggregate share-capital of the co-operative movement from
- KShs 59.66 billion in-2000.to KShs: 232.56 billion by 2010.

225 The impressive performance of fi nanmai semces co-
- operatives S AR

40. By 2010 co- operattve flnanc:lal mtermedlanes constltuted
' 48% of all registered societies, being the ‘most - active
 segment of the co-operative. movement: in Kenya.: These
societies are organized on employment, commodity, trade,
Jua Kali (Small-scale industries), transport’ and communlty
basis. Their primary objective is to afford: members  an
- - opportunity to accumulate savings thereby creatlng a pool
. from which members can access credit-on favourable terms.
.’ By providing: such savings and loan facilities; cohoperatwe
. financial - intermediaries. make:'a - significant - ‘contribution
. - towards providing : developmental capital. The: fmanclal co-
. operatlve intermediaries : have developed systems “that
- _continue to:-be used to moblhze ‘capital through Union
-+ Banking: Sectlons (UBS) ‘the Savings and _Credlt Co-
o operatives and the National Co- operatlve Organtza’uons from
17 which capital: is. captured in the: nationat: fmanclal system
.- SACCO's mobilize thelr funds in the form of membersh|p'- :
o fees; ~share- capntal deposrts retained earn;ngs!surpluses
fasy '.external borrowmg ‘and,; - where necessary, grants and -
donatlons These:  funds: _form ~the: basis ‘on which’ _-_co_-_\
i operatwes undertake their |nvestments atvariou '
“to flnance-thelr operatlons; wever durlng th

i offerlng quaS| ba ili
twuty (FOSA) By 2010, the SACC
estimated at KShs




Marketing Boards (SMB's) which performed the main
marketing function of selling and passing payments of
commodities through their co-operative societies. Coffee co-
operatives handled over 72% of coffee sales while cotton co-
operatives handled (95%), dairy co-operatives (76%),
pyrethrum: co-operatives (20%) and fishermen co-operatives
(60%). of the marketed produce.  However, when the
Government Jiberalized the co-operative movement, agro-
marketing -co-operatives that had hitherto not. developed
adequate: capacity: to-handle marketing functions in the face
-of - competition -and the vagaries - of : unfair. trade - practices
cotld not cope: Another challenge for. commodity marketing
- co-operatives was: limited  value-addition - which- restricted
their returns to the lower-end value-chain and therefore did
‘ot take advantage of high returns resulting from the upper-
_end: - commodity - value-chain. - Consequently; - the co-
-operatives’ share of -the total national. output: of coffee
‘declined from: 72%in 1980 to 56% in 2001 while:the volume
of production-decreased from 120,000 metric tons in 1996 to

- .about: 40, ,000: metrlc tonnes in 1997, before |mprovmg to
.+/60,000 -metric - tonnes: in: 2005; due to poor:: world market
prices; droug it subzdivision of 'somé coffee. co- operatives,

_ lack of: affordabfe credit coupled wrth the debt burden Wthh

_ l. '._.mg the‘:.' -
_ -.990 s for whlch dlfferent facto.rs such as

@ rmetric: ons m 2005/06»bef0re recovenng to
la- tens Y 2009 Any further lncreases ine

43.

44

: some became seml dormant due to: dwmdlmg flsh stocks -:_ L

pyrethrum production are expected to primarily come from
small-scale co-operative  farmers. The Government will’
continue to assist the small-scale farmers to improve vields
and pyrethrin content of the - flowers through - better
husbandry and use of*improved vanetles SR

The dalry industry is a source of Ilvellhood for over:a half
million smali-scale co-operative members in the- country and
milk production is a major activity in the livestock sector and

--an important source of livelihood in Kenya. By 2010, small-

scale dairy farmers:were members of 278 registered. ¢co-

- operative societies spread across the country-in the high and

medium potential dairy districts out of which 232 were active.
Since 1999, the sales of processed milk declined: from 1.2

-million to:600,000litres a: daily-in-2002.: However; with the
~revival-of- the Kenya Co-operative -Creameries (KCC); the

daily -intake -had improved to. 1.2 million litres per:day: by
2010. KCC dominated. milk marketing in the country for many:
years . but will- now have ‘to. contend. with :a: number:.of-

- competing dairy. processing’ companies. The ability of dairy -
.co-operatives to:become market leaders is greatly hampered
" by.-uncoordinated. efforts between New KCC and primary.

dairy: co-operatives; low: Iccal demand-for: diversified: da|ry;_- _
products:-and inefficiency in da|ry co-operatives’ operations. -

- Other challenges that have depressed: dairy co-operatives’ -
' -'i:growth include; Jack: of a credit system, un- affordability. of
- inputs and poor: product;on support:services such-as: d!pplng, S
E Art:flmal lnsemlnat:on (Al) and anlmal heaith services: .

.The co operatlve sector plays an lmportant role...ln. '-the.'._-'__"
4 '..:.*exptoltatlon of fisheries resources: There: were 85 actlve-f._:__'_; T
: -_._f':flshermen co operatsves out’ of whrch 74% are: concentrated

"herrnen at iandmg beaches

A few co: operatlvesf' e
'-.--."::'prowde temporal storage: facilities in form of chilled: storage - -
i eserv:ces and credtt facnlsttes to members to fmance purchase SR




poor management, poor resource exploitation and leadership
challenges which eventually led to their low output. Similarly,
they experienced financial difficulties due to under-

_capitalization and lack of competitiveness. in their business

ventures. Middlemen also found a way of preying on the

‘fishermen resulting in their being cheated. In 1996 registered

fishermen co-operatives were re-organized and a. . new
programme initiated in an effort to make them viable and
efficient. By the end of 2010, there were: about..12,000

fishermen . in the 71 regrstered co-operative - societies.

However, the number of. fisheries - co-operative societies

_ declined from 82 in. 2000 to. 71 by 2010. Equally,
. membershlp in frshenes co-operatives dropped from 14,000

45.

o at the coast

_'.Although cotton growrng started in 1902 in: the country, the
- cotton:sub-sector was: ‘left without: the’ necessary regulatory
g framework Cotton farmers: provrded land while-the: Cotton

in. 2000. to about 12,000 in 2010 due to:lack of appropnate

. fishing. equipment (boats nets and cold storage) which-was

a major constraint to the expimtatron of the flshenes potentlal

. Lint and. Seed Marketmg board: (CL&SIVIB) was responsible
o for tand: preparatlon supply of farm: mputs (fertilizers -and
chemlcals) transport cotton: seed and-even the processing
- of seed cotton:. This arrangement was exorbitantly priced by
- the CL&SMB and-hence. became a big: disincentive:to. cotion
-._;r_:farmlng An: attempt to transfer ginriery. ownershrp to farmers

* through: their co- -operative “societies: was not: fruitful -as the

e societies: in. the: country

_ |mproved strg _
- caused by several’ factors that mcluded tack of credit'and

. .. ginneries were. over- priced, old -and obsolete which. was.
-_:;.__-_:tantamount_'.to transfernng fmancrat “liabilitiesin- form of
T capltai repairs and mamtenance from the: CL&SMB to co~ _
. operative societies. The: number of active: cotton co-operative .
clined from 86 in 2000, t6 59 in.

20130 It was also. dunng ilberallzatron the country rmported:
The-._

-_"'tton and secondhand -'ct'othes (Mrtumba)

"t'lﬁy': t025000 Sal s 1 2t 02 The declrne was
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farm inputs, unsuitable varieties of cotton seed and failure of
the marketing system, and lack of an appropriate Policy and
institutional framework. However, there is a high potential for
small-scale cotton production, processing and marketing in
Nyanza, Western, Rift Valley and Coast provinces mainly in
arid and semi arid areas. The country’s cotton production
potential is over 300,000 bales per year while local demand
stands at 140,000 bales thus Ieavrng a surplus of 160,000

‘_ bales for export.

Oyer 8'0'%' of the country’s livestock popu'latio'n is basedln

-+ the: Arid and..Semi-Arid Lands. (ASAL) which. cover --North-

Eastern, parts of Rift. Valley, Coast and: Eastern Provinces

-where livestock accounts for:90% of employment and: more
. than 95%. of family: incomes.

- spite of..the.. available

~-potential; the areas have the- hrghest incidences:of: poverty,

- v ‘averaging: about 70% -and very: low .dccess: to-basic social

Lo services. There were 23 livestock. marketrng co- operatrve-

- services,
g capacrty_g Co:

.+ societies by the :end: of 2010 mainly found in ASAL areas
“-.~which. were: under performlng due to factors stich as urider-

capltallzat|on “lack - of capacrty ‘and - organized markets,: -
among others. - The potential “of- ASAL areas  to- produce -
livestock was not effectively utilized due to low productivity,:

“=poor infrastructure: for marketing: of . livestock-and - delivery =
secuntyr'and under- development of mdustnati-}.*
perative soc:etles in'the areas'were:weak.and . .

err trvestock. _o: the markets on t[me By the

f-:'socret;es operated betow capacrty due to Iow Worklng Capltai




lack of processing and transport facilities while the areas are
endowed with climatic conditions and vegetation that is
conducive to bee-keeping. It is-important to note that in the
same areas, agricultural activities like crop production are
minimally-carried out but acacia trees are in abundance. The
country has the potential to produce 100,000 metric tonnes
of honey but is only producing 20,000 tonnes fetching an
estimated income of Kshs 4.8 billion annually. Co-operative
involvement in honey, eggs and poultry: marketing -had
largely remained untapped by co-operative societies despite
the fact that fhere is-a large market potential. There are very
few bee-keeping and poultry : registered - co-operatives.
However, these societies lack adequate capital and. due to
‘poor- leadership are unable’ to venture: into.--meaningful
commercialization of the commodities. Marketing of honey,
eggs and:pouitry in: the country is: hampered: by:lack: of well
developed:marketing channels; middlemen and. cartels.-Also
contributing: to :poor marketing is weak institutional capacity
:for co-operatives:to. make better returns to:commodities.and
~-an-impact in-the market: Forthe poultry: industry- -production
<+is:hampered by unaffordable support services which include
-.teeds credlt services! and dlsease control e

.:.'Shelter s & basrc human rrght Fhrough the Unlted Natlons

= ﬁ'governments have -made declarations: and: commitments: to

“provide adequate: shelter for-all through sustainable human
settlements. - Kenya is- experiencing: an-acute shortage of
r'-housmg, especualty for  the low-income : segment ‘of - the

.'_;areas'”y"_he mflu" __ of_'peopte from_' ' "ra? areas'}l:n 2010 there

'-s._.:constructlon and: buﬂdlng materlal and th'e complex land
“-administration’ mechanisms dlsoourage investors: from

: committing: funds for housing projects. Co- operat;ves provrde '
. appropriate savings and credit facilities' to their: ‘members at
v _'compet:tlve interest rates. through whtch accesslb|hty to

' :--'credrt on: affordable terrns enabhng members to partlolpate

his:shortage has been aggravated in the urban
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- lack. of-- production efficiency -and
. opportunities - existing in the world: market through: new

- producers
. themselves: uhder co- operatxves with “little: .incentives..and -
- returns. - QOther: problems include: high- transportation costs: of -

effectively on the acquisition of property such as land, decent
shelter, transport facilities, etc is possible.

Horticultural farming in Kenya dates back to the 1960’s when
the sector had only few players in the market.. . Traditionally,
Kenyan horticultural products relied on European-markets.
The principal horticultural exports are cut flowers,Erench
beans, snow. peas, mangoes, avocadoes, prooessed and
fresh pineapples and Asian vegetables. Cut flowers.account
for - 51%. - French beans 18%  while Asian . vegetables,
dominate the horticultural- export mix. However; small-scale..
hortlcultural farmers lack enough capital and technical know- -
how. - - ‘Factors ““that  continue-: to . inhibit-. growth -and.
devetopment of small-holder horticultural  co-operatives .
include the influence of middlemen in the marketing. system;, .
inability . to . -tap the

products - and - processed: commodities: . Local -small- soale_-;
‘have : been: left to struggTe and: -organize:

small quantmes to markets and unreilabte supply of quallty--..

-seeds

' Transportation isa- major aotwity Wlthtn the co: operatlve--_'__:-

movement ‘both" for ‘passengers ‘and: goods ‘Most - vehicle -

T oWners, espematly in ‘the: ‘public:: transport  sub=sub- sector
i formed: - SACCQ: societies -to: ~enhance ' their abllrty to -

S modernize their ﬂeets The Public. Transport systemin: Kenya
- has’had no:organized system- through which-the people of .-
T Kenya ‘can effectively ‘plan: their movements
- address this mequality and af'ford Kenyans an opportumty fo

S vekea Ilvmg,_Kenyans were allowed to own and run informal.
- Public Ser\noe Vehlcles (PSV’s)
o brought in: more ohaos than they set: out to- address
~"Government, in.a bid to: bnng sanity in the Transport Sector.

ordered PSSV operators to - either form  co-operatives or .

~In-a bid to.

“The

compames through whrch they could be supported for

;;' effective and: efficient sennces Prlor to the: Transport Pohcy;-
":.-'operatlonal|zatron there were" 162 reg|stered €O~ operetlve-..
_soaetres |n the Matatu transport seotor whlch underscored

“The influx’ of: these PSVs:___-._.'.




51.

-~ and have the: potenti

o movement.: s

: W

OmpeeT;?\z xt(t)t‘_’t;encérna; As at the énd of 2010, about 50 youth

- -groups-had- transf
- various-activities:

- Government initiated - th

" strategy, support such initia

:.The youths form a Ia rg

-+ organizations: - The Govern
© 2 youth: groups {0 trans

the Government's recognition of the potential of the industry
ize
and s abilty o orgate nd of 2010, there were over 400!

ee
oppc'trt l;:geSSAC%S()a;;getles in Matatu Transport business.|
~rft?hg(-‘isguovernmeht will continué to be an active player ini

entation of the National Transport

fsatcr:grgél;% O’EE Lﬂgﬁgqulfes operators to be organized into
ties to ensuré ease. in operationalizing the

SACCO sodie tives \ancj facilitate co-operative
their - fleets - and strengthen

societies. tOS mﬁ}:ﬁ rnttzhee Government will continue to re-
networking. d " osr{{ gACCEO's: in the-transport: sector to
g;?ean;ﬁes ?/iai i%?\?rce |n the realtzatton of its development

agenda

e Segment of the Kenyan populatlon
al for the growth of fthe gole) r:)prerat:ve

vide ~a . pool from which- new
They alsc propport andp sustain the future co-
ormed- into €o- operattve 'societies- under
n.order to encourage: youth: activities, the
o Youth Enterprise Development
form youth groups into formal
ment will continue to encourage
form mto CO= operattves that -‘can ‘be
iness whileaccessing funding Erom

' us busl
nvolved ;l:r]|n:sset:1:3tion3 - ;nclud.mg_ the Youth Enter rise

Devetopment Fund.

Fund (YEDF) to trans

the business into entrepreneurial.

3 -
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THE CHALLENGES FACING CO-OPERATIVE
DEVELOPMENT

The overriding challenge to co—operative development is

creation of  an enabling policy,  legal and- regulatory -

framework. for sustainable growth and promotion- of good
‘governance. The other challenge of revitalizing co-operatives
and accelerating growth of the co-operative sector:in Kenya
lies in improving the adaptability: and responsiveness of the
co-operative - movement to . emerging and - contemporary
economic trends locally and internationally. 1t is: therefore

- -crucial that co-operatives invest in new technelogy as well as
product ‘development: and: market research to be ableto
. satisfy market demand.- An equally important challenge is'to

. correct the apparent misconceptions:about the government’s
'-.role In:co- operatlves |n a Ilberalrzed market economy

53..
- in.:support . of: co- operatlve development,

Despnte the various measures’ a!ready taken by Government
Kenya's - ‘co-:
operatives strll need financial and technical” support: from

Government and® devetopment partners’for business ‘re-

~engineering: and - expansion.- The - primary “concern  of “the .

- Government: is; ‘therefore; to ‘resolve ‘the policy: Iegat and.
.. - regulatory constraints and alleviate deficiencies inherent:in. .
. the:structure and capat:lty of the movement ‘by promoting

" ‘modern: busrness and: management practlces and turntng-'f

.~ Co-operative: development also faces other challenges that
“inelide the limiited technical #nd enforcemert capacity in: the L
oo Ministry, failure -to develop and:-enforce - clear prudentlal_"_" e

e :_‘['--'standards and lack of a culture of self regulahon . Loy

cooperattves into effrment avenues for national development




training, regulatory and oversight functions, policy
formulation and implementation have . been  greatly
hampered. ) '

55. This Paper highlights the constraints posed by . poor
governance characterized by improprieties in management,
limited democratization and failure to safeguard members’

interests . and optimize on business . interests  for their

common good. The otheér- critical chalienges facing co-
operatrve deve!opment ;nchde the followmg,

{iy - Enhancmg budgetary a!locatlon for co-operative
- - - development. services: and:‘programmes; especially
co-operative: - education...- = .and ... - training,
. supervision/extension, - dispute resolution, -compliance
- audits; . inquiries, - promotion ‘of - new : ventures,
governance ' reforms; - restructuring -and- revwal - of
existing co-operative institutions; - LR &

) _(ti) o Facllltatlng vaEue addltlon by co operatlve ventures

(i) Seeklng soiutlons to escalatlng costs: of- productlon
- precipitated . by detenoratlng mfrastructure services,
~.poor. terms of trade and: energy;:

“(iv) - “Resolving the legacy’ of debts owed by co- operatives
o financial institutions; and Marketrng Boards denymg
o __'-_":'them access to more cred;t facilities;”

'3'-Integratlng Informatlon 'f-:_land--_: : I_-_Commumc:aﬂon
| :Iogy (ICT) in the operatlons of co- operatlves

operatwe leg; and governance reforms and comm|trr1ent of

...sufficiént. ‘human and financial olrces to specrflc co- .
___"operatlve reform initiatives. Co-operatives have a major role -

in stablhzmg the cost of, and deliver fertilizer at an-affordable-

price. Co- operatlv_es a_tso_ have a key-role: in. implementing . -
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- structural

some aspects of the new Land Policy on more efficient

utilization of high and medium potential lands. They will be

largely involved in organizing collective farming and supply
of inputs to cooperative farmers besides providing housing.

- A most critical - function of co- -operatives in enhancing

agricultural production concerns improving market access for
our smaliholders through better supply chain management,

and value-addition, before crop and livestock products reach'
local and mtematlonal markets

In a‘ n'UtsHeIi',’- the’ challenges f‘é'c'ing the growth' and

“development of co-operatives can be broadly traced to a

deficient policy; legal and regulatory framework; and internal
and--institutional™ deficiencies. - within --individual
societies: The: solutions to the above chaltenges ‘wilt include

(iy establishment:of ‘an appropnate and progressive. pollcy,

“legal and regulatory. framework: ‘adapted- to- contemporary

- entrénchment of

_:;-.'-:'the law have been expose i
. :-__.'_;nnovat:ve and effectlve tega! framework f

« global- circumstances and the new Constltutlon (il review -

and: harmonvatton ‘of the' iaws govermng ‘co-operatives, (i)
‘good” govemance pnnmpies and
institutionalization “of ‘cthics, modern management. andf;_best'
busihess practices within'co-operative societies; (v, injecting:

“additional-capital to support-acquisition of new technolor}Ies RO
©and: expansaon of co- operatlve businesses; (v:) improving the - -
._"qualtty of co- operatwe educatlon ‘and” (vul) enhancmg the; o
fprofltablllty and oustalnablhty of co operatlve enterpnses '




. development given the emerging economic and social
. .challenges. ~Those new administrative and legal
. __requirements that have been occasioned by the new
__Constitution wifl be incorporated without giving credence to
'clamour for - sub-divisions or restriction  of co-operative
socretres busmesses along County or District boundaries.

59'.'__'The forrnulatron and enforcement of relevant co- operatwe
laws and registration of co- operatzve societies. shall be
overseen at the national level while lpromotron,

... extension/supervisory and management audits services will
“be managed. at devolved governments. In this. respect,
_Ieglslatlon wilk be. enacted to. streamline . provisions for
county specrﬂc responsrbllrtres in.co- operatlve development,
... .governance, tenure for. _elected . officials, .. appointment. of
"'__:_returnrng officers . to presrde _over society - elections,
f'procedures for. filing elections. returns reglstration of  office
"__'_',f.__.bearers by.. the Commrssroner of Co- -operative Development
.. following elections and sanctrons for. leaders’ who engage in
management rmproprletres It wrll also "give: provision for
,_:__sufftcrent consultations:and consensus.. in.the process. of
,,;.reglstenng by laws and frllng of. rndemnlty forrns as a way of
‘making leadership accountable .in_ line, with co- -operative
_:__,__;.__"pnncrples values and operatlng standards Provrsrons will be
"_'.;_;lntroduced to reflect the dlstlnct needs realrtres and drversﬂy
of. various. prrrnary and natlenal co operatrves Jincluding
specific provisions encouraging them to pool resources,
soeventure wintocapital - intensive, investments.-in-:housing,

:telephony, ICT wholesale trade and_m_anufacturlng, etc The

;tradltronala as' of ln'vestment :

consumer: retalllng, mputs manufacture and: supply, mobile "

60. The co-operative law will be harmonlzed in the following
areas: - :

(a) Provide clarity of the new roles of natronal Government

o)
o governments in co- operatrve development

. (e) g

(9

)

in co-operative development vis-a-vis the devolved

governments - and. co- operatlves : representatwe
orga'nizations"- ' - 5

Provide clarlty of the responsrbllltres of devolved'_
Provide clearer procedures far the: admmrstratron of the

Establrsh an Adwsory Board to play the role of ; a policy
|mplementat|on forum . ‘at national level to ensure

“ smooth - rmplementatlon and realization’ of “the co—_"
_:operatrve polrcy, legrslatron and support programmes '

Provide . clanty 'on the crrterra and procedures for the
: reglstratron of new co- operatrve socretles

Provrde new regulatlons governing ' co- operatrve S
education _and _training, audits,  conversions,
amalgamatrons transfers SR B e B

Provide - new-iregulat:on for sub dlvrsron and Irqurdatlon-,,.

_'of_ co- opera entities




supreme authority of a co-operative society is vested in the
General Meeting (GM) during which members have a right to
attend, participate and vote on all matters. One of the key
roles of members attending a general meeting is the election
of the co-operative saciety’s office bearers for the ensuing
year. The election largely determines the calibre of leaders
and thus has an impact on the way the co-operative will be
governed. Other roles played by members at a GM are

 provided for in the Cq operattve ‘Societies’ Act. In practice,

the general oversight and management of co-operative
societies is-vested: in:the supervisory-and the management
committees respectively, both elected by members at a
General Meeting. he-main responsibility. of the committee is

" to determine the dlrectlon in which a co-operative society
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. sector: largely.arise.. from.-insufficient. .clarity- of roles . and

takes while ensunng that the sooiety is well managed and

'accountable to its- members A super\nsory committee
“overseses’ the work -of the management committee . and
officers of the co-operative 'society -and-its-findings are tabled

at quarterly:-management committee meetings'and at society

: general meetlngs

'Govemance shortcommgs m the co operatlve
movement S

The critical” govemance shortcomings in the co- operative

--'.":_-'.}_.'responsrbllnttes between: members the elected leaders and
e managemerit;- madequate mterpretatron and apphcatuonl

-3'-.-'management respon3|b|htles In some

"-'-'-=-'-the general membersh;p to 'demand--for acoountablllty- g:reatly___' .

ernance while lengthy
especraily _--through the

:precedures for - dlspute reso[utlo
- court: system hamper ‘the “smooth peratrons' ‘of 'societies. -
Foilack of proper prudentlal standards and dlsregard for
’ 3|nternat|onalty '
"'3':generally led “to ~apathy, dormanc

: fof byulaws and gwdellnes mappropnate management andf
~and - limited pr fessronatrsm |n the'

accepted management__ pnnc|ptes
of some " soc:|et|es

resultlng |n htgh poverty Ievels am ng the )-operati

“has

members. Due to this state of affairs, the Government has
reviewed co-operative management guidelines and intends

to press for the adoption of standard operating procedures
_ calling for separation. of responsibilities between elected co-

operative leaders and the management.’In order to address
these concerns, the roles of the members, committees,
management and other stakeholders will be- separated to
avoid duplication, overlaps and conflict of interest: Due to the

expected increased. members’ awareness, it is- anticipated

. that- cases ' of: mpropnetyes tht be reported and properly
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add ressed
Promotmg good Governance

'-In order to - tnstttut:onah?e ethncs and good govemance

-principles in the movement, the Ethics Commission for Co-

operatlve ‘Societies (ECCOS) - will:: be: strengthened to
- oversee and ensure’ effective  adherence: to the:governance

- code and closely monitor the: mtegnty status of the societies’

Lo Ieadershlp, management -and supervisory: committees. Co-
~operative societies will he reqwred to'hold-elections regularly

(preferably wevery: three: years), ‘present audited anhual

-+ raccountsto their.generat meetlngs within: the first .quarter. of

5fwssues

: promote

“the' following: financial™ year - and provrde financial ~and:
“ management mformatlon to “all: members. Slm:tarly,_.h

- Government - will - carry: “out |mpromptu inspections . to
o ascertain: comptrance ‘with " the -~ law: and management"
: --';--gmdellnes ‘and: advice 'society. committees: onareas: that
-.reqmre rmprovement It-will ‘also: carry. out |nqumes where'it =
on to- beheve that an intervention will: be in the‘. R

~ ensure th h with.
“the: Comm;ssmner fo_"-Co operatrve Development wh|le eaoh S
soc:\ety wilt adopt a vaiue sy_stem thh a code of conduct that -
“clear. of d ‘and responsibilities
s between management and elected commtttees/board ""-To;_.'
- ensure effective and eff|(:|ent |mplementat|en of :the ‘code of -
“sthics, an office ta feceive public complaints on co- ‘operative
i v will conduct

~in "uspected cases “of: rmpropnety and ||atse

I.I'r'_be_ ‘established. The" Commtss;o
: mvestlganon




agenc) . .
measures, gencies for preventive and corrective

reguiate and enforce appropriate policies, laws and rules for
the smooth operation of the co-operative movement. In this
respect, the Government will continue to respect the sanctity
of the co-operative principles - while ensuring. that the
interests of the general membership of the co-operative
movement are safeguarded. Likewise, the Government.will
continue to enforce the law and facilitate dispute‘resolution in
the movement by ensuring speedy conflict resolitions by the
- Co-operative Tribunal: As good governance issues assume
the - ‘centre stage - in- co-operative ' development, the
Government “is ' increasingly interested - in" promoéting - the
adoption of modern management and business. practices
based on internationally acclaimed prudential standards. The-
function of external control and supervisory role will ¢ontintie -
to be carried out by the Government and external auditors.

- 3.2.4 Entrenching profess

ionalism in
Management minco

-Operative societies’

~66. The need for-enhancing capacity of the regulating organs.to. .
“provide - efficient oversight- and " effectively regulate. .co-. -~ -
soperatives : can:hardly “be: overstated.” There is 'need to -
. augment ‘the technical ‘and - enforcement ‘capacity ' of the - =
. Government at the national and devolved:levels: In doing’™
-s0,-it-will ‘be" necessary to recognize that functions of the .
‘Ministry “have :evolved.: over  time. “and; - therefore, - it.-has. .
- become imperative that:the staffing -and - staff development. - -
" objectives: i the Ministry reflect the new responsibilities. of -~ -
= regulating’ “a" highly: sophisticated - finaricial ~ services co-." " = .
*‘operative sub:sector, as well as undertaking investmentand-
‘marketing: promotion:-In. this regard; the Government re- .~
il organized and expanded-the ‘mandate of the Ministry of Co- .
o cioperative  Development -and - Marketing “toenabl make

strengthen the-institutional t-:a'p'aCitie;:sc%?‘qgsgga;};?i\gg e:hto
. LAt _ lonal accounting b d ;
o . & “accounting - and- disclo - : ioma o

F . R SUre... reg
distribution of e he WV drowth before undertakie o
vote- some funge oo 17 IS regard, the Government |
© “auditing. l'i-q-uiaét:;;s:' fo update the co:operative accatmting
~ conjunction it PSMVISion and inquiry manuale. any 2
g o M el

- eiconjunctic
i College - of . Kenva
CIEYED O Kenya,

proactive :ihtér‘ﬁient_idrj‘sf’t’d_i spiir the: growth and develop
of co-operatives. e v

 67.- The Ministry was reorganized ‘around technical departments

=i (education and training; registration; extension; baitking and .-
“finance, governance, marketing and audity and ct s to

“oversee the operations of the  Co-operative of
 Kenya, the New KCC Ltd and other advisory o
‘w1 Co-operative Tribunal ‘and ‘the Ethics Commis or: Go- -
-+ operative Societies. However, this Policy takes cognizance. -
of limitations  in 'the structure of the Department of Co-
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operative Development and inherent weaknesses that made
it difficult for the Ministry to effectively carry out its mandate.
The critical importance of the Ministry’s marketing and
investment promotion functions will ‘be reflected in the
hierarchy of the establishment. In this respect, the technical
departments of the Ministry  will be re-structured, re-
organized. and up-graded to reflect representation at all
levels of administration from the national level to the
devolved governments. Due to the increasing sophistication
of the co-operative movement, . some ministerial. oversight

functions will be delegated to specialized agencies,

STRENGTHENING THE CO-OPERATIVE REGULATORY
FRAMEWORK . = 7%

68. The inadequacics inherent in the regulatory framework

.. -constitute an impediment to sustainable.co-operative gr owth.
- Poor performance of co-operatives in the past was as a

.. result of weak oversight and reguiatory capacity.. Technical

and enforcement capacity in the Ministry and other agencies
charged with the responsibility. of regulating the sector will be
improved . through — staff . recruitment,  training  and

redeployment. Effécti_ve_;_-fe_gi;lgtiqn.._ shall involve. re-defining

- procedures for.. operations, . entry- standards . and ~ exit

conditions,. . ultimately. - creating . an.environment - for fair
~competition. and - efficiency . in.. the - sector. Within “the

execute the role of regulator, overscer, and promoter of co-

- operatives. There will be need to augment the technical and

- enforcement capacity in the Ministry and. prescribe clear

- guidefines for self-regulation.
o Teviewits organ
- organizational. stru

in the early months of policy implementation, the Ministry will
iz tional responsibilities and prepare detailed
ctures-to reflect - this. policy shift and ‘to

“--enhance. the staffing, professional and operational capacity

- " within the regulatory and oversight authorities: at the national

~:and. devolved . levels. In_order to- regulate the.  sector

. effectively, the Government will cleanse and a
+ the. co-operative . societies’ - register and  contintou
- determine. those co-operatives that are-operational; active,

wally update
continuously

(9 Procedures for i

abiding by the law and capable of. providing t_angible
economic and social benefits . to their membership. The

- Government through the Ministry and: in- collaboration with

devolved governments will continue to promote co-operative
development through the following functions: . . ..

(a) g Cllari'ty of the new roles of the riational;Go‘vémment Vis-
. awis County authorities, the apex body (CAK) and
NACO's; . . T T

(b) Provide clear procedures for théi';;i_d_nj_in_'i:s_'trgzti_o_n_ of the

(c) Clarity on the requirements. and. procedures for. the
-+ registration process.in.order to.provide firm 'foundatl_on

o for the. viability: an_d_s_ustainabi!_ity__of_._th_e ; c;__q-—opera:tlve
.'__'rn_(_)_“ci:el;__ s T et it i e

" (d) Clarify procedures for registration of those  informal

- sector entities willing to be 'fd’i‘_'r'ﬁét_li‘zed':'i'h'_t_d'“C’o_i:—ppérat_iy_e_:;

N ( e)  Intensif cation. ::df_:_ 'C.bbp’éféﬁ;;é | nfo rmat;on -Education

- -and [raining programmes; ..

~{f)  Enforcement measures to improve management and
s prudent application of members' --fihanc_:"ra-l--fre'sou=rc_;'es_;-'_

mproved provision of extension and

o oncourage and_ promote seff-
ative ‘movement through internal-

operatives




A

technology. The gaps identified in the self-regulatory and
supervisory framework in Kenya's co-operative sector

include (i) lack of internal financial policies and procedures;

(i) ineffective internal . management and operational
guidelines; (iii) lack of ethical behavior guidelines; (iv) limited
application of planning, monitoring and evaluation guidelines;
and (v) unprofessionai leadership. The conduct of the co-

- operative movement's affairs will be defined and articulated

by co-operatives themselves in their by-laws. Such codes of

conduct will define various approaches to management,

accounting procedures and poiloles terms and conditions of
ser\nce for profesaronal staff and credrt pohcy

'Effeotfve self—regulatlon ~will -entatl re- deflnltlon of

responsibilities of the apex society and NACO's and will be

enhanced by transforming the Co-operative Alliance: of
Kenya (CAK) into:a more. effective -representative entlty to

preserve and propagate the co-operative - principles and

values on which the movement is founded: CAK will have the
role-of being the mouthpiece of the co-operative movement:

to speak and ‘articulate the’ mterests of the movement- at

national, lacal and- international forums, to: interpret the

: :|rnp|;cat|ons for. smooth: opérations ‘and: ‘sustainability of -all
- categories of co-operatives:.. Towards this end, National Co-
~operative  Organizations. and’ specific’ area. unions* will be

- --"encouraged to redeﬂne the type of an’ ‘apex body they need

“and chart out-a course for strengthenmg the - CAK by

enhancing membershlp “and “subseriptions.  The second

“function :of- the-apex body will be to facilitate: ‘growth ‘and

| 'development of oo operatlves through pl’OVISIOI’] of varfous

: preparatlon of terms and condrt:ons of “eer\'/lluoe for: socrety

__"j.employees rewewmg organtzatlonaf structures for” varlous

| .::._;.Il’l hne w;th Kenyas pollcy Of eXpOf’! onented ZQFOWth ‘the

'.t.'{-‘;.';apex body - will *facilitate - co- operatlves fo penetrate ‘into

export markets through sponsoring export expertise for the
co-operative movement. By using the international
movement-to-movement linkage, the apex body will promote
CO- operatlves exports to various co-operatives in the rest of
the World. - On co-operative development, especially for
those areas where co-operatives are weak or have not yet
emerged, it will be the duty of the apex body:to educate
- possible members about the benefits of a co-operative and
e aSS|st W|II|ng members to form co- operatlves '

_3;3.2' : The future role of NACO’s in co-operatlve regulat:on

73 Co operatlves have contlnued to operate under‘the four—tler
- system but in some cases, with little regard to it Membership
*-to unions, NACOs and the Apex society has:not been clearly
~defined thus:exposing them to-the risk of losing members. It
“has‘not-been clearto members that these institutions provide

o an-important: framework  for - production ‘and-. marketing of

" 'goods and ‘services in the - marketmg supply chain. |t ‘has

" been noted: that some ‘of the co- -operatives ‘do not_support
~their-unions  ascontained “iri their articles: of: reglstratlon
making them' reliant ‘and dependent on extraneous income
+for - their-survival. " The - role " of - NACOS ‘in - co-operative
regulation - :shallinvolve: “setting ‘“and “enforcing ¢clear

- performance standards and operational gu!dellnes for their
- affiliate. sociéties to enable performance ‘measurement and
i-'fbenchmark:ng wrthln the: sector: In-ordet: to: overcome -the
“above ohallenges ‘the-apex co-operative and'NACO’ s WI” be
*restructtred and- -modernized to offer-better services.. The
“--?rnain chaHenge;-c to_network NAC.‘S and enhance the role

.--'lrnprovm'g co-operatlve reglstrat:on service:

5 n-_order to-_--prow e efﬁment-overmght servrces,-_-the 'status of
© “ico-operative’ institutions will-need  to’ be monitored: closely.
N ew! Appllcatrons for a socrety S reglstratlon will be evaluated




to determine their viability as economic and social units.
They will have to prove authenticity of membership- and
demonstrate that no political or any other external patronage
or influence exists. Towards this end, CAK will - be
encouraged to work with the Government and thereby
influence government policy in all sectors of the economy
where co-operatives are involved in favour of. co-operative
societies. Depending on their felt-needs, members will be
free to promote, form and apply for registration of any type of
an economically viable co-operative society whose aim will
be: to. improve its. members’ ‘welfare.. For the:purposes of
business operatlons no maximum size of a society shall be
prescribed since size shall depend on perceived economies
of scale:and. the condltlons and. objectives under which the

. -society will be |n|t|ated Where efﬂcrency and- effectiveness

- .and long- “term sustamabrllty of a society is threatened due to

~-large-membership; members of such a society: may decide

- o optimum:level of membershlp representatlon but sub-
- division: of societies will be. dlscouraged .In_the: same vein,

- where societies wish to. strengthen their. economic base and

- tap the economies: of scale they may decrde to amalgamate
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75.

The operatlonal framework for |mproved Co-operatlve
: _Extensron Semces - _ e

Thrs Polrcy recognlzes the unlqueness of co- operatlve

- extension.and reiterates. that effective-co- operatrve extension

.--f:iand ad\nsory services. will: contnbute to: the- growth of the
sector Co- operatwe extensmn ser\nces focus -on:promotion
- wof .new. socnetres-‘z--. and - 1mpr0\_l_rng the. management of co-

operatrves partly through___ :
+entrepreneurship;: post—prod-uctlon processing technologles

xpertrse among. field - staff in

"..=--.value addition;: marketlng -and - finance. . The co- operatlve'

' =_r--.extenS|on system will: promote ‘access
_-mformatlon ‘gathered by local: and ~international: marketing
-agencies: and: other ministries’. marketlng departments The
- National Agnoultural Sector Extensron Policy reoognrzes that
~sector: ministries, through the|r own extensmn resources, WI||

and.. exchange of

f-_-.._-=f.'contrnue to provrde extensron on: - Cross- cuttlng issues.
?---f:-_;lmplementrng Holol operatlve extensaon reqwres skllled
-personnet-at aIE levels ‘with appropnate knowledge and

_'.(o:)';-'f-':;Encouraglng rnnovatwé'ness through tralnmg and

(e) :'.Promotlng Iocal consumptron of Iocally produce'_,_

attitudes to contribute to moving the sector’s co-operators to

a more commercial orientation. Co-operative extension staff
will be trained in the delivery of information and advice on

new . technology ajmed at increasing production: and

processing. While the first step in extension will be to fink
clients to available local market opportunities, there is a
blgger task of expanding access to local and international
markets. Co-operative enterprises. require. a . range -of
different kinds of advice and information ranging - from
production: to. processing and marketing. Co- operatwe :

extension wrll mvoive the followmg approaches :

(a) _-_‘_\Creatlng awareness of opportunltles and l|nk|ng €o=-
.- operatives to domestrc reglonal and global markets;’

"(b)-_.--:’_'Educatmg the pubilc and co- operators on co- operatlon

" as a business and’ Irnklng cllents to sources of m_arket
" information; - : |

. .-sealing-up of appropnate technologres Vot

'-"(d)":"tPromohng value chaln analysrs for all’ coloperatwes

and’ training co-operators “in- appropriate vtalue chain.
analysrs techniques to’ enhance adoptronl of and

“maximizing returns from new technologles R

.....operative - goods by -educating.. the publlc throug"h_';
-_;_'___“approprlate outreach methods publlcatrons and medra .

capac1ty .amo‘ng the co operators to deal W|th the lssues
Iocally It also mvolves Ilnkmg CO- operatwes to appropnate
marketing agenmes ““where "~ appropriate” - processing




3.4

technologies will be documented by the CAK and the
Ministry’s staff for distribution on a cost-recovery basis to co-
operatives. The Ministry will promote public. outreach
activities through its. participation in shows, E;(.hibitions,; field
days and other events. T

IMPROVING THE QUALITY OF CO-OPERATIVE
EDUCATION AND TRAINING . o

7. Co-opérative infdrrﬁaﬁbn, ed-Ubation and;:t'kaihir:}g is- among

78.

the internationally accepted. co-operative: principles whose
objective is to provide members, management -and
employees ' of the ‘co-operative -movement with.adequate
knowledge ~and- skills to- enable them  carry out their

respective roles effectively. Its other objective is to ensure.
that the general public is. informed about the co-operative.
model, philosophy, ethics, business and culture, The primary
aim of this Policy is to develop an enlightened  and. 7_
‘Tesponsible’ leadership capable of directing: and effectively
controlling  co-operative enterprises: for the benefit. of

members while education will focus on specific target groups
“with clearly defined goals and Objectives, . _

Co-operative tra mmg _programmes. will. be. des;gned to
improve the overall management skills and quality of service

offered to mernbers of the co-operative movement:  Special. .
sfforts will be 'made toidentify -educational and training. .
‘needs of the “co-operative - sector and design  training -

pProgrammes " to- address them. At membership- level. . .
education programmes will aim at developing an informed,

‘active and pa'rﬁt;ip'ajt'i_\ié'frh'émbzeijs:hjpf,_w_hp_-s;eﬁ_' emphasis will be
_members ‘and the .
s, customersand -

on: dufies "and  responsibilities - of
ole as mer

understanding of their triple role

-organizatioi
environment, -
‘entrepreneurial
staff. - oo

48

(@ Planning_and

79. Another important aim of this Policy is to set standards to

guide. institutions. .that undertake co-operative training. It
embraces standardization of curriculum for various levels
and types of training with clearly defined goals and

objectives.. The. Government_has. already .prepared. the: Co-+ -

operative Education and Training Guidelines. Efforts: will be -
made to undertake a further review of these guidelines as
need arises. In this respect a Human Resource Development -
Committee composed.- of Government and - co-operative -
movement-  representatives. ., will . be established - and

. strengthened..to- handle the .responsibility of planning and~ -
-coordinating; education and-training programmes, ‘monitoring |
. .and evaluating: . co-operative - education -and - training -
~ programmes and developing:terms and-conditions of se’r’v’iCea;-:'.

... for .co-operative movement staff. It will- be. the responsibility -
.-+ of the .committee :to -evaluate -and: regulate. all -training -
.. .programmes - ¢ffered - : by various - co-operative - training
- institutions:--through-. formulation - “and: :implementation of
- appropriate curricula-and: maintenance of aglqee_gi--'e_dupa_t__ipn
~~.and training standards. The Human Resource Devélopment -
- Committee-will be responsible for the following functions:

‘coordinating education and " training

" () Accrediting the co-operative training institutions;

(¢) * Monitoring and evaluating co-operative education and '_
() Reviewi

ng the terms and conditions of service for co=
tive training staff,and- .o o

at achiev _ ' ng goais ana. .
Inline with - this; ‘programmes,

+ ~seminars, workshops and courses _Wit-l_::b‘e_-'_'cjfgan_i_zedfjéf-pé'tn o
=« -grass-root: “and “national - levels, il addition to- - !Q _?'_;. .
- ‘programmes: wand - ‘colirses * available;  relevant training

49
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81.

opportunities abroad, will also be pursued. Managers wrll be
encouraged to undertake advanced training through distance
Iearnrng :

The various ievels of co~operat|ve educatlon and
training

-'T‘_he-_-divlsion of responsibilities. between the 'co;c)pérative

-+ College of Kenya and the various co-operative education

- providers: shall vary according to the level of instruction. The
-general thrust of programmes at the primary and high school
- levels will be the respon3tb|hty of the ministry”of Edugation.
~The training program in primary:schools and high schools

~will place- emphasis-on: a teaching" method: known: as: “co-

- operative learning,”. The Mlnlstry of Education will examme
~:various:options to determine their future . rnvolvement in the

‘measures cited above and- others Co- operatlve leaders and
. Government:. offlcers from relevant -institutions - WI|| “be

‘encouraged to. organize: ‘co- operatlve mformatron days for

z-schools to:introduce co- operatives and’ therr values to the

“youth.: --Such programmes will: entail thc CO- operatlve

. ::phIIOSOphy .and . its . usefulness. . towards economic . and

82
: educatlonal system and morease in teachlng 'of CO- operatlon

individual growth and be informed of the value of using the
co-operative approach |n mcorporatlng and runnmg thelr
enterprlses R A

Co operatrve trarnmg wrll be encouraged at every Ievel of the

Unrversatres Delrberate efforts wnll be made 'to encourage co-
-operatlve educatlon at. al_l lev_els_;of_ college education W|th a

: -::.-f:almedat ;nculcatlng the needed skllls by leaders employees
. -Jandmnembers of cowoperatlve sometles to ensure’a constant

. flow -of trained personnel . at the: movements ‘managerial
- level. Teaching about the CO- operatrve Imtlatrve wrll be at the

50

core of raising its profile especially among young people to
address one of the major concerns of the co-operative
movement on the seemingly limited attention to the co-
operative initiatives at the primary, secondary, college and
university levels. At professional level, co-operative
managers will be assisted to form and maintain an institute
of co-operative practitioners in simifar lines. with other
professional bodies such as the LSK, ICPAK and KPS.
Similarly, the Co-operative Alliance of Kenya (CAK) will
promote radio and television programmes such. as those of
Mshiriki Na Ushirika and other print literature. like-the Mshiriki
wa Kenya. A member elected into a leadership position:in-a

. co-operative society will: undergo an induction course at.the

society expense, within three (3) months of election into. such

- a position.-The: leaders will thereafter undergo” at Ieast a 15

-.day. refresher. course. or: any: other relevant course. at least
.once.a-year in: areasthat: deal or cover :the, socretys
' -'.-.-ob]ectwes management leadershlp and dlversmca’uon

342

s T

:Enhancmg the role of the Co operatlve College of Kenya
'-'m co-operatlve educat:on and tralnmg ST

The Co operatlve College of Kenya is.a sem| autonomous

o training: institution. swhich - has. infrastructure - suitable - for
-+ mounting : various - specrallzed courses and: to serve as ‘a

-centre of academic excellence in the co- operatlve movement

Serdn Kenya ~promote . the: development and: expansron -of

.-.:-;--opportunlttes ~for - continuing... education N Co- operatrve

« management-and. flnanoe and.conduct examlnahons -award
-+ degrees, diplomas; ‘certificates -and . make ‘other . academrc-__
- awards: in order to meet the: ever—mcreasmg tralnmg needs

of the movemen__. at

G courses

- College. Wlll
- staffing; ‘and provision of research- and consultancy’
- The: Government wilk ‘continue-to: support the

ll._.levels the College emba_rked __o' -;the- :

envreaged that the future' )
clude constructlon of modern: physncal f

. College: as -a . semi- autonomous -academic.:and . tramrng
- institutionin areas of physmal mfrastructure development

stafflng,_ and  developing its research and consultancy

st




3.4.3

-84:'-7

programmes . -

e
e !nstltutlons and serwce providers -

capacities.  Periodical reviews will be carried out and
strategies developed on how the College can be expanded
for the benefit of the co-operative movement and the
associative economy The Government wili continue to fund
the Coi!ege todevelop its own capacity of self-sufficiency in
revenue -generation. and development into a fully- fledged
university-in order te pfay a greater role in funding its training

Regutatmg co,_operatlve educatlon and trammg

It WIH be \the (esp0n3|b|!|ty of the Government to identify,

. evaluate -and’ “regulate: training. - programmes  through
- formulation” “and- implementation of - appropriate. guidelines,

- maintenance of:standards.and-an education policy. These

standards will be: contained .in: the Co-operative. Education

and-Training Guidelines: whose: objective is:harmonization_of
training approaches. Guidelines on co- operatlve education -

~ = will- focus: on-standardization: of: curriculum: for- various levels

and clarify. the types:.of training to be offered- by-institutions
with clearly defined goals and objectives. The Government,

- through the Human Resource Development Committee, will

-+ vet and-accredit training: .inStituetiO'ns",":-ident_ify,--'evaluate and
. regulate: training. programmes - offered by - various co-
operative - training - institutions: using - the guidelines. The

- Training: programmes: will‘be designed. in-such.a way that

they -achieve the set:objectives of ‘improving: the overall

~management: -skiils: within::co-operative: enterprises.: The
- identification | of reducation:and: training. needs. of the co-
-opérative: sector will: contmue tobe a high ‘priority -area so

~ that training programmes address: them from the onset, Co-
- ‘operative edication will be’ offered by the Government in its )
“irendeavor to create a strong_and enhghtened co= operatlve :

Ceomovement: “Towards this:zend, “County -and - district co-
Sw s operative education:: commsttees Wil beé- Strengthened ‘and
. other: providers: mcludlng CAK; "NACO’s; =Unions, co-

: "'::ff-:u-'operatlve societies. arid deve!opment partners rnvolved in
.-'settmg the tralnmg agenda g S

3.4.4 Funding for co-operative education and training

85. Funding of co-operative education, training and information

will continue to be the responsibility of the movement and to
a certain extent that of the Government. Each society will be,
expected to meet the cost of training and educating their
members, committee members and staff. However, where
education is for the common good of the whole movement
each somety may be requ;red to contribute to education and
training in accordance with the normal principles of eqwty A
funding . mechanism, to be mutually agreed within.. the
movement, ~will be . promulgated Within:  this - general. :
framework co- operatlve societies and the. Government may

- raise - funds - for - co- operatlve ‘education, . trammg, and

;mformatlon in.-various . ways that. mclude provision of
'adequate budgetary allocation, subscnptron towards. a.co-
operative . education, tralnlng and information . fund. whose

_purpose will be to promote education and tralnang and grants
-and donatlons from development partners and well wishers T

.80 Iong as. these sources: help to . create sustarnabrltty and
. arein conformlty Wrth the CO- operatlve |deals of se!f—help and___
o self-respon5|blllty S ST ST e

35 PROMOT[NG CO OPERATIVE MARKETING AND VALUE"". ::. _

ADDITION

86 “The greatest chailenge for ‘co- Operatlve deve!opment |n:':"§':”’;._
Kenya is to build the capacrty of co- operatzves to effectively . .~
market thelr produce and servrces an a Ilberahzed ‘and




87.

“operatrons ‘with™a view to promotlng the " co- operatlve
- difference. Agro ‘commodity  co- -operatives” will- need - to

-~ for ‘operational efﬁc:ency In order to’ increase effrcrency it

- mﬂuencrng competltrve prrcrng
3.55_.1_-“ Enhancmg capaclty for co eperatlve marketmg
deaf w:th are tow prodUCt quaht' Ll e ALV

- reasonable proportions of gross sales net of taxation. For co-
 operative societies to remam competltwe they will need to
re-define their posmon in relation to the relevance of the

‘conductlng analytlcal surveys ‘and ‘research ‘into " “their

'-managel‘s if’ critical’ market:ng and 'entrepreneursmp skills,
* “'sensitize and educate co- operative management committess
“on effective marketmg ‘of members’ produce, - goods and
" services; develoio appropriate” co-operative - marketing
etrategles and systems (business” concepts and information:
“'modules) and promote irinovation‘and: use of new technology

e evom ati

will include product quality, tradable volumes, member

in co-operatives. This policy identifies the following strategic
benefit rates and procedures. _

thrusis:

For the sector to achieve the required growth efforts will be
made to restructure marketing agencies for major products
handled by co-operatives 'such as coffee pyrethrum, cotton,
milk, honey, oil crops and sugarcane besides - deve!opmg
qualrty control inspectorates for certification of products and
control of service'standards. The government will encourage
and promote processing for export markets ‘while- ‘ensuring
that members’ payments for their prodiuce are pegged at

(a) identlﬂcatlon of competrtwe market outlets for co-
operative products and services and buﬂdlng capac:ity
in international trade; :

-(b) Capacity building through dissemmatlon of markettng

- information, supporting marketing lntetllgence training

of co-operative managers and Ieaders on marketing
'opnons N LT

(c):' F’romotlon of Value add|t|on packagmg and brandung of
agricultural produce marketed through co- operatlves by
proactlvely exporting . value- added  goods to regional

" and global markets;

. (d) - -Facilitating the development of marketlng systems such
©has g-commerce and on the Web;: R

products and services they offer and the costs at which they
offer ‘the services through situational analyses and-costs of
cffenng the services will be'weighed against the benefits that
accrue to members. The Government will assist: sometleS in

BENC co-operatives to acquire caputal'
" (e) i E)th?/rens? ?nvepnrg?ti(ft} rde\re?fpment and‘--:va’iue add:tlon
'::f_'_actrwtles and T L
(f) Prowdlng credlt and extensmn ser\nces te farmers at
S PESNTE somety level. e sir o _
o ,3.5’.’2' Enhancmg the Marketmg Functlon of the Mm:stry

document their cptsmum operating costs by determining the
economic mix of raw materials, other mputs and personnel

the supply of inputs, co- operatlves will play a critical role in : '
the procurement and supply of major farm mputs and m. 80, ThIS Poilcy embraces two dlmen3|ons capaclty bu:lding_
| : -:'*-'1 ) the Co operatlve Marketlng Department and

The maln JSSLJ@S. that mdmdual co-opératives

‘co-ope

fpﬁoltcy gwdance inology: .-'transfer:f
formation is critical; R structunng}
: ts id. recruitment: of
“the “‘ministr -:to_---reahgn_-: its  functions ‘and_ recrui |
sufficient: stsaff ‘with relevant professional sklIEs and. optimal

" tions of the
 deployment will be core’ to the effective operat
: Msﬁlstyry Imprcvmg the Mmlstry S capacrty to effectwely carry




out co-operative marketing  promotion functions  will

commence with an assessment of the Ministry's capacity in

terms of human resources, systems . and equipment in
relation to marketing functions and identification of
appropriate staff levels and skills and professionals required
through rationalizing the existing human resources, skills,

roles and responsibilities for effective performance, re-
organizing and restructuring - the Marketing Department to
function in tandem with the other departments and undertake
capacity building in terms of staff, technology, skills and
equipment across the board. The Government will provide a
promotion service to the 'co-opera'tive-'sector.

3.5.3 Promoting partnerships and networks :
90. In the current business environment, :merging is. the trend.

- While the trend. in the private sector is towards mergers, the
_ te_n_d_e‘_ncy_ in_the Cco-operative sector is- more towards sub-
 divisions which" result . into *_uneconomical  societies,
duplication of functions and internal competition between co-

- Operatives themselves. Technology transfer; packaging and
branding of goods.and. services produced by the sector was
extremely low and non-existent .in-: the. - sector as co-

- operalives  concentrated  their. - efforts - in bulking  raw

- commodities. for processors. ‘Making ‘choices between the

.. best mix of communication, distribution and service channels
care. low, uncoordinated and sometimes  unfocused.

. Opportunities to develap networks and partnerships between
L comoperatwesOCIeﬂes to reduce Interna| competition
- .amongst them exist. There is need for co-operati

-operatives to form
through “a Co-

and partici
! networki

te [in Export

. investments in identified area
. Processing Zones. Partnering an:
- - profile global initiatives such as fair t

and

: U1l rade, rganic.products;

- Indigenous knowledge and certification bodies can leverage

... and create’ synergy in all productive ‘sectors where ‘co-
- Operatives are active - R

nd will be encouraged.

act direct

ng with high

- . get either high value or lower -costs for their respective =

3.5.4 Promeoting direct consumer marketing

direct consumer marketing initiative,. much of the
o :szt?:r?g;t:!hezies on a very strong .brand; superior pr(_)ldtgc.;l’:ts,r-
higher quality packaging, ensuring conttquous _avalg 'thg
and a very strong presence. Under th|§ Strat_e_giy,:_ ©
Government in collaboration with co-operative §9q;e.t|_§§:¥;1
upscale and promote direct consumer market_lng-_:-_m-_-t‘___e”
sector in order 1o increase the market sharEa_ Qf cq-ogﬁ@gz o
producéd' products, Information on whatlls_ a\{ailg_ deta -
- needed. will be collected, packaged and dlsseml_n_ate_. aa o

" levels including the web by the GoVer'nm.ent_-_;- " e

35.5 Promoting business markoting

SR AT A 3 e :'”E'I'y: invblvesf:wé.il.:_'t'_'r_afi"ﬁe'd_-"_.'.'_ -
.- Business to-business. dealing usually involves . w Ftrained. .. .
v _and informed: professional buyers on either side who'seek to

- nizations. :There is." great ‘demand:- for:. high. “quality - o |
. g?gng:tgétscour;modmesgymanufacturersand PrOCSSSOIS Lt |
_in the food industry which co-operatives can take .a.dvg.p -.ag_g 3
o'f-'.th}%:oughz- -3';6'U'ts'ou_rcing,-_;_ con?ractmg, -_]OInt_".. ven_tures .-:fgrje; B |
'part'ners'hips._ Co-operatives --Wl-l-tf:fbe"."e.n(.:o--t'j-.r?g?d"*-t.o."'?g_-g'-Igo- |
the services of well trained ‘marketing personnel gn a'grs%_f'; o
_.-embark: on ‘human resource development -a:rjd uSIne ¢
._'-;_-'.Delvé.l(:)_p.méntf Services. oo oo

36 PROMOTIN CO-OPERATIVE RESEARCH

- operative secto

-~ Product and its capacity to respond to global QQ_[}'_I_Q(?_’[I_'FI?:F}.: |
 Co-operatives face the challenge of enhancing added value




and opening up new avenues of investment for their
products in upcoming years.

94. The new competitive business environment requires the
emergence of businesses that can quickly adjust to market
signals and alert to detect major market trends and new
production, marketing and management methods. Co-
operatives in all sectors need access to strategic know-how
that can give them a comparative advantage: A better
determination of the issues at stake and: identification: of: the
constraints and probtems co-operatives’ face are ‘éssential.
For sustainable growth: of the sector, greater -efforts will be
directed at new product research and development,

publication and application of existing - research “and: .

innovation while at the same time supporting documentation
of best-practices and dissemination-to the ‘entire co-operative:
movement. Studies: also need to identify specific strategies
to:help co-operative businesses gain a-foothold in emerging
high ‘growth sectors since: up: to now; studies oir the role of

co-operatives have focused on their role in the key sectors of

agriculture ‘and - finance.  However. it “seems " increasingly-

important to- broaden - the ' discussion “to"incliide” the
challenges of globalization:: S e :

95. The ' Government,  in collaboration with - the - co-operative-

movement and  developrrient ~partners, will support co- -
operative research and marketing initiatives through funding

and forging of strategic research alliances. n' order to
' the Government - will -

promote research  in’ _the 'sector,

. alliances with stakeholders 10 build capaity

© within the co-operative movement

(). Publish and disseminate research findings to the co.

- Operative sector and stakeholders;

wfe) - Establish: a' ‘databank - ‘to': provide - :infdrnjat-ioné- on-
- mumembership-in terms: of .age; gender. and- becupation

.  development
[y provisions and strategic
rosearch -

96.

" “research. Among the most important regulatory issues in this

- context will be timely remittance of subs_(_:ripti'(.)__'r_]s,; rei_e_a_se of

~ ‘research findings and how pragmatic the finic‘_irhgs___g:_r_‘(.a_tp the
" constraints_ inhibiting growth. In order to_implement and
. deepen research endeavor, the co-operative movement will
~explore avenues forsetting ‘up a_Co-operative Research
Fund (CRF) to ‘support and mainstream the research

' agenda. The Isstes that need to be agreed upon. include
" formation “of 'a’ research Foundation and design of an

. research, selection criteria for areas of research, vetting of
37 DEVELOPING CO-OPERATIVE BANKING AND FINANCIAL
O USERVICES

| | 97

by marketing’ agents and employers wt
* - members’ proceeds but do not remit su

" services’ sector

development is poor governance, fiscal indiscipline, weak-
. institutional capital, high levels of non-eami

with tocation to help in decision-making and planning
for market segments; and

(d) Ensure sufficient funding to research :e_fforts. "

However, the wider co-operative devé_IOpm_ent .policy ;
environment needs to be conducive fo expansion of

appropriate institutional structure to manage funds meant for

The challenges facing the Co-operative Financial

The _greatest impedinients fo SACCO  growh and

} assets, lack of

_high levels of sa




98. The Government will enhance the legal provision to make

such delayed actions economic . crimes that will be
punishable under the Co-operative laws or the Criminal Law
or both. Over the vyears, SACCO’s heavily invested
members’ funds in buildings, land and other non-earning
assets. These dead assets locked up SACCO surpluses
thereby denying them resources to lend to members. The
situation often forces some SACCO's to borrow expensive
funds from the financial system for on-lending to members at
subsidized rates. Some. SACCO’s lacked effective
accounting systems and relied on near antiquated computer
systems. Additionally,” most : SACCO . staff had limited
capabilitiess on ICT = while their internal controls  were
extremely weak, especially in the branch offices where little

- had been done by management in_performing surprise cash

‘counts. -

This Policy creates an  environment. that will - support
provision of quality and - competitive financial services. to

~members. with  operational transparency and.forge critical
- links to the broader financial market. The overall objective of

the policy is to. develop an- efficient and professionally

. managed co-operative financial services systermn cognizant of

the co-operative  principles, values and ideals. Specific

- objectives will be to improve access to financial services by

- Increasing.. SACCO's . outreach, preduct - development and

~.embracing - better - customer . service, - adopting prudential

standards and adherence o' a reguiatory  framework
“ SACCO's will be encouraged 'to form strategic alliances,

(@) Improving access

_financial senvices from partne
- rates. The specific policy ob

- linkages and networks through which members can access

SACCO's outreach, .improving produc
. and embracing better customer service;

o ?

- (b) ~“Creating - stability in the financial -services sector

. through: . good - governance; - adopting - prudential
standards and adherence to the regulatory .;gpamewqu;

stitutions at. comipetitive -
are as outln dbelow:

by increasing
t development .

O minimum: deductible SACCO' share contributions ‘to’
“between 5~ 10% of net earmings so as to increase -

(c) Creating high standards of professional leadership and
operational efficiency;-and

(d} Encouraging co-operatives to form strategic alliances,
linkages and networks through which members can
access financial services at competitive rates.

3.7.2 The envisaged SACCO Reforms

100 Since a strong financial system réquires diverse financial

institutions, it is good public policy to support’ prudential

soundness and a competitive provision of ‘service by both
~banks and SACCO’s.” The' Government: recognizes  that .

SACCO reforms: are' a pre-requisite to facilitate. savings

mobilization among low income households who have no.

.- access to commercial banks and has ‘enacted specific

 legislation devoted to the management of SACCO societies,

- especially those operating FOSA’s. In’ the medium term,
.. SACCO’s will: diversify avenues for. mobilization of savings - -
~and - improved. - intermediation . between _savings . and .
investments. The SACCO Societies' Act will be revised toset .
. standards and enforcement systems to improve the financial -
-management and soundness of SACCO's thereby protecting.

~..members’ savings in those societies. In order. to: promote -

_{a'p'i'_'c:i':gljo'w;h.'.of."_S__A:CQQ’s,{__t__he_Gc)_.v_c_a_rrjrh'e_nt_:\f\_{_ill_ e o
TR prete i et e e R e
.. ... products _.that_-'"ehcpu:r_ag'e-it,mqbiEi_’z__@'ft_i_Q_rj_:a_'_r__ld_._pro_per__.: 5

... utilization of savings;. .

_ (b) -Enboﬁrége_ li_j-fhe.;’,;-'fo_r'_rnéti.'o.n. : .i'of.; more SACCO’s _tij{: Hns

* - mobilize domestic financial resources and encourage -
- its re-investmen

. loan-able funds “ to - meet - members’  credit-

_the’same local area to improve o

-
&
ft




o before mpfementatron:*i-

fe) Establish an agency to oversee the operations of
depaosit taking SACCO’s;

(f) Encourage SACCO’s, in collaboration with their
NACO’'s, to explore possibilities of providing
mortgages and hire purchase facilities to their
members and school children to open Deposit
Accounts with SACCO societies - for purposes of

saving through their parents/guardians who are
members of the socretles

(g} Estabhsh a SAQCO Dep03|tors Protectlon Fund to
_ - give the necessary cover for the SACCO societies
-with FOSA's in. case of financial Jmproprletfes and

(h)" Ensure that marketlng ‘agents ‘and” employers who
‘deduct members’ proceeds but fail to- remit 'such

" proceeds to’ the respectlve soc:etles on time ‘are
“made to do so and ‘make Iegal prowsron to’ make
“such’ delayed actions ' economic “crimes punlshabie-

: ‘under Co- operative Law and/or Crlmmal Law or both

. SACCOs w;ll be encouraged to carry out an® aggressrve
dep03|t meblhzatlon programme, ‘set up a wmdow on the
Stock Exchange Market where the SACCO’s sector can sell,

buy and value their shares. create more intermal incentives to
attract:  savings, ‘create - and - use relevant insurance
. programmes that cover ‘members” ‘savings ‘and ioans; and -
'tmprove outreach to all areas’in the country In order to-have -
streamlined co-operative banking" ‘services; the Co- -operative

" Banking -Manual will 'be ‘revised :and: ‘enlarged- to:cover
- SACCO societies: ‘operating' FOSA’s: The: manualwill contain -
wthe cos operatrve b.:nkmg pohcy, organlzatron and accountsng I

procedures: Each: society will: be_encouraged o follow such
'standardlzed systems for.. the_.;eff:crent dellve

~the standard’ practice,”

3 Regulatlon and supervus:on of SACCO’

.The Government recognlzes that SACCO reforms are a pre-
requisite to facilitate savings mobilization among the low

/ of banklng' o .
serviees but, where a socrety sees a need. to deviate from AT
it shall seek govemment approvai S

" income-households who have no access to mainstream
“commercial bariks. In the medium-term, the operations of
savings and credit co-operative sSocieties will be streamtined
and made sustainable and diversified avenues for
mobilization of savings and better interinediation between
savings and investments explored. The Government enacted
a legislation specifically devoted to the management of
SACCO. societies, especially those operating :FOSA’s
intended to: (i) provide -access to- affordable financial
services to a wider section of Kenyans, including those inthe
rural areas, thereby creating scope for further employrient,
~ (i) strengthen the stability of the financial system toensure
- that. prospects for a financial crisis are either .eliminated or
- mitigated.. A: Deposit ‘Guarantee Fund for SACCO's: w+t| be
i created and operatlonallsed to protect SACCO savers.

374 The Role of NACO’s in co-operatrve bankmg and
el :_f'nancmg S8 T e :

103The Natlonal Co operatlve Orgamzatlons for SACCOs will
S be encouraged to partrcrpate fully in their members growth
il and development through C e

(a)i'- Conduotmg members educatron and spemalrzed
""";':tralnlng. A I PR

(b) : 'partICJpatron in the deve!opment of operational
© 7 “manuals for their members;-

. ey "Ensurlng efﬁcrent and: compef tlve services deilvery

_ anagement procedures and
'prudentjl_al standards are practrced '




3.7.5

interlinking their member societies nationally,
regionaily and internationally, either directly or
through the apex co-operative organization;

(i) Supporting  and - strengthening integrated ICT
development; and

() Providing research and consultancy services.

Consohdatmg the role of the Co-operative Bank of
Kenya in co-operatrve fi nancmg

104.The: main purpose of formlng the Co- operat:ve Bank of

Kenya was to offer affordable banking services. to the Co-
operative Movement. In’ this regard, the Bank forms the link
between the: co- -operative ‘movement “and: ‘the national

- financial market. The Banik will ‘continue to prowde flnancral

services, technical know-how and a range of other high

quality” banking - services, - “technical “assistance in ‘project

appraisals, financing;, evaluatron and monltonng, thereby
ensuring proper funds’ utilization and eventuai co- operatlve
growth. Under banking and merchant banklng services, the
Bank will mobilize long-term: finance to ensure that it serves
the co-operative' movement: better;  The ‘Bank’s role will be
strengthened to provide the necessary financial support to

~the*movement: ‘Apart from piayrng this basic role, the Bank

will' be expected to blend its“servicas’ wrth a “co- Operative”

-+ touch. - Similarly, . co- operatlves will - be encouraged to
- continue patronrzmg the bank through deposns and other

3.7.6

105: T
"-formed when it was consrdered 'enef!cra__for co- operatlves i
- to-secure their: insurance. pohmes from- a central po:nt The -~

3 --*:company offers insurance cover on flnancral services, life,

- “motor vehicles and generai propertles 1n ensuring financ:iai._ __
'stablhty, 'er"tlve socretles will be expected to practice

-Enhanced provnsnon of Co-operatwe Insurance servnces

- bankmg serwces K

'The Co operatrve lnsurance Com'man: 'of -Kenya (CIC) was'_

prudent fmanmal‘.: and other resources’ management that

incltdes risk management through Ineurance Co- operatlves

will be expected and be at Ilberty to seek insurance cover on

soclety properties members savmgs and !oans from

3. 7 7 The SACCO Deposms’ Guarantee Fund (SDGF)

- competitive service providers. Some SACCO societies’
managements have come up with internal risk management
programmes commonly referred to as “Sinking Fund” or “in-

- house insurance” to offset members' loan balances in case
of a member's death. However, experience has shown that
such arrangements are prone to abuse by the very owners
who set them up and are inadequate in case of calamities. In
this regard, the Government will encourage co- operative

. societies to. seek risk management programmes. . from

. experts. However, in the true co-operative spirit, they’ W|II be

- encoyraged to continue utilizing the services of the CIC. In
["liné with this_requirement, CIC will be expected’ to provide
o oompetltrve financial products for its clieritele. Its products
.t shall, therefore be expected to be relevant, affordable and of
e m h quality. . As_a co- operatlve institution, CIC will be
ct) imitted. to. upholdlng co-operative . values . that. are

£ apphoable to. insurance . business and_ support . the
\mstructlve relatrons among co—operatlves The. CIC will be
- ‘*exxpected to. pursue. noble. and progressive - co- operatrve
\ln%urance development and nurture and practice a business
culture - that. will- create: confldence for. the satlsfactlon of

--_shareholders and the insurance. lndustry In the prooess of

: -"..prowdtng insurance; the: CIC will-be mvolved in.. the

..__.;;_-mobllrzatlon -of funds and drssemlnation of insurance

e knowledge and rigk management The CIC. will therefore be

._expected to manage its :affairs.. prudently,.effectlvely and
| 'cefflcnently in: order to remaln competltive F :

ag s"f_ the creatlon of a Savmgs Deposrts
"SACCO socretles .The Deposrts;
se. | will b _:s'takeholder flnanced famhty by
"'-SACCOS contrlbutmg - greed . percentage - of their total
savrngs/deposrts liabilities - -.;'_SACCOS membershrp to. the
2 fund :will be ‘conditional ‘on- ‘meeting: prudential - standards

106 ThIS Pollcy e
_ ___:Guarantee'

- while: fmancraliy weak OF poorty managed societies will need
- to-be- restructured to qualify. . To. allow for an: adequate
- ~threshold - of 'SACCO’s to qualn‘y,_ the _.___S_S_(?_:_F:___vvrtl be

e ‘mptemented over the med;um term




3.8

107. Co-operative investments are usually classified into two

: housmg.’ : manufacturmg.,

"-"drversrfrcatlon Is: justlfied by the addltlenal';
- acerue through ‘profits’ generated by ‘such activities,
expenence has - shown that such diversrﬁcahon sometlmes'_ X
overburdens the sometys management and in some cases

IMPROVING THE PRODUCTIVITY OF CO-OPERATIVE
INVESTMENTS

categories, namely, financial and capital investments.

Financial investments entail the employment of cash in the -

form of loans to members, shares in other co-operative
organizations, savings and deposits in banks and other
financial intermediaries, ¢ommercial papers, and Treasury
bills- or bonds for returns. Capital investments involve :the
employment- of liquid cash “in - ‘fong - term ventures - like
purchase of lanid, transport facilities, eonstruction of buildings
for rental, and owner occupation or for commerclal activities
and - processing - facilities.” The' . ¢o- operatlve prlnclples
emphasize dependency on‘own capltal or equity: which is not
repayable in the future with the share caprta! being a token

advance payment for right of future services. However; this -

mode -of financing is" by individual- membershlp andlegal
provisions. for allocation of reserves and is rarely. sufficient to
-satisfy _ the :financial : needs for expandlng €O~ operatlve

business, Capital-borrowed is determlned by a GM subject to’

amounts stipulated by law. Sources include members and

 outside ‘sources like- government financial- institutions and

business’ parthers:  ‘Borrowing . from members s preferable

as'it attracts low: rates of interest: External borrowmg can be
“through-accepting: deposns loans for a’ specmc project or )

through revolving: funds (deductlng a specmed percentage of
sales: as a levy). Preference for borrowing should be from

co-operative related financial- institutions - (credlt somettes
_ _' Co operatlve bank Co operatlve lnsurance) RS

handrcraft '=-'etc Et rs apprematedﬁ“,t at

benefrts that'

has resulted into business | inefficiency and has become a net
drain on internal resources. However, some of the
investments are not core activities of the particular co-
- operative societies and had sometimes proved unviable.
Major concerns in this area include lack of transparency,
failure to carry out proper feasibility studies before
'mvotve_ment inadequate capitalization, lack of qualified
'personnel to manage the complex investments  and -
“departure from care activities without appropriate members’-
approvals. In other cases, Management Boards did not také
‘adequate steps to drfferentlate between members shares,
project funds and mcome thus attractmg unnecessary )
penalt!es partrcutarly on taxat!on . '

3. 8 1 Prerequasate for co operatave mvestment

109 In order to streamhne mvestments in the sector;” those'
’ mvestments that contrlbute dlrectly to the core busmess of
‘the " co- operative ‘society will  be encouraged _The
Government ‘will - therefore discourage co-operativé from
~making investments that divert the society from pursuing its
mission and that do not” improve the fmancral status of'a”
society. Each co- operatrve society will develop a corporate
strategy with - “Clear rnvestment goals, ‘a set of - prlncrples'
~and/or by laws to ‘govern future rnvestments Prior to
undertaklng any rnvestment _proper feasibility studies will be
~carried out “and- members adequately consufted through™
dfsclosure of the full costs, proposed mode of flnancrng and
the expected beneﬂts_ or risks “to grve approva! and’
partrcrpate thro_u_gh equity: contnbutlons All investments will -
be’ provrded for in the a ved 'ometres budgets before
‘undertaken, The Governm_ Il require that all™

assets be: insured: and that.mvestments yle!d.- the expected

. returns for members and that sometres only mvest when they
have' rplus funds. :

3 8 2 Ownershap-of Investmente

‘!1 O The " modaf;tres ;;for mvestmen : by co operatrves shali be -
gu;ded by the co: Operatlv -'prrnCJpIes ‘and the. regulatory -
envrronment nmwded by the Government The ownershlp of e




co-operative investments shall be governed by principles of
returns to investment and where investments compliment the
core husiness of the society, a member will be entitled to
stake a claim on the society assets. However, if a society
invests in a project that is outside its primary business, it
shall require individual members to contribute towards the
acquisition - of the investment through separate voluntary

share contributions. The mvestment project shall be

organized in such a way that ‘members who participate will

be identified and the prorect will be reglstered and managed

as a separate legal. entity. Unless crrcumstances dictate

otherwise, these mvestments W|!i adapt to the co-operative

business model. In this regard, members will be issued with

share ceriificates that may be passed. down to their

nominees in case of death or share- holders . can opt to~
continue reaping benefits long. after leavrng the common

~bond. Efforts will be. made to, encourage cO- operatrves fo

“'move . into. non- trad;tlonal _co- operatrve areas to take

adventege of emerglng economrc prospects

111 In order to survrve |n thls competrtrve envrronment CO-
operatrves wrll require - the creation . of new ventures that
“involve - creativity, innovativeness -and. new business ideas
preferabty through Jomt ventures. That will require the co-
operative ‘movement to. form strategrc partnershlps with the
prrvate eector in promotrng diverse- agrlcultural processing,
housmg, and-credit and finance. initiatives: The Government
will support the development of techntcal commercral and

_frna_ncra! hnkages to enhance exchange of expenence and

promotlng o
L envrronmenta

: 3.8 3 Bm!dmg a cap:tal base of co-operatlve busmess
expansmn B R

112 In those sub—sectors requarlng major mvestrnents (dairy
' |ndustry, agro—food processrng, and. manufactunng, etc.), co-
- operatives. will be re urred “to raise consrderab[e funds to
“undertake investments in new fadcilities, ‘acquisitions and

384 lmprovmg the quallty of mvestments by co-operatlves

1 1:'3'.:Jnvestments by co- operatrves wrll be based on. the pnncrpfe

385

modernization of preduction equipment, hence such co-
operatives will be encouraged to change their: by-laws to
establish partnerships with private businesses in. order to
attract additional investment resources. The Government will
encourage the co-operative movement to assess . the cost-
effectiveness of raising considerable funds to mvest in new
ventures. Preparatlon of a Kenya Co-operative investment
Plan and creation of a Kenya Co- -operative Investment Fund
- will be important steps towards improved capitalization of co-
- operatives, . The facilities. will -enable the. co-operative
i movement to access the critical financial products that will
e |mprove its caprtalrzatron or.. equrty and provide . general
... guarantees to other sources of . funds for. co- operatrve |
enterpnses ' . . e o :

.- of maximizing economic and social returns. and need to take - -
- into. account availabrlrty of techmcal and managerial staff and .
_.__abrlrty to handle: competrtlon in a liberalized market economy.

. Noa. co _operatlve society- will-invest. its..funds. in:non-core:
business without the . approvat of the. Commrssroner of Co- o
“operative Development and by a genera! meeting. through a
| -specral resolution. In order to borrow external funds and

. _rinvest in.non-core- actrvrt;es -a co-gperative society,’ whrch .

- under. lts:by—laws has power. to ‘borrow: money, shall from..
oo dime. to time: at a. general meetrng fix:the: maxlmum Irabrllty R
+.-which it may' ' i

member benefrts”and-:rn a'reas whrch pfay a compfementary S
\role to the core objectives of the society. To'meet chal!enges S

resultrng from. the.investments, the: government will ensure . =
that investment proposafs are prepared by quatrﬂed and

ey




- society does not depart from-its core activities' and the

115

professionally acquired firms or individuals, discussed and
approved by members at legally convened meetings,’ that
sources and adequacy of funding is ascertained, and that
there are qualified personnel to run the enterprises while the

investment has an appropriate-oWnerShip-st'r'uotmfe.__

Pz’omotang new co-operatwe mltlatlves

.-A number of new investment opportumtles have

co-operatives to expand ‘into emerging “high
and new ‘parinerships. The" co- operat{ve mov

- also wish to reach a greater number of people, pa__"'"'

success
“ gustomer base; parti
-rprofessmna!s who wish to promote th

- media’ campalgns and

'-operahve in|t|at|ve

the youth, in urban and rural regions. Thougl ] :
the co operatlve movement to promote new co operative

various - economic” agents
~stories, -etc.)”
arly’ among

operatwe busanesses WIi! be smsted to understa

with private

sector partners. Co-operatives will be

encouraged to venture into the following new areas; -

(a) Establishment of consumer outlets and business

(b)

(o)

parks to support: the growth of agro-business-and
industrial clusters, _
Manufacture or blending of fe'rtiiizerS"especietty the
organic type through the use- of compost and animal -
waste; :

Development of blogas technotogy by encouzfaglng _
individual members 1o go into’ biogas productlon vvhere

~dairy farming is successful

(d)

(e)

0

(9)

‘packaging for value- addition;

-_:.env;ronment
' tourtsm olrcwts that could be developed

'Devetopment of youth managed ¢o- operatzvee (e g
" 'Boda Boda transport services. plumbing, ICT, recycllng of .
- waste for enwronmental conservatlon jOb creatlon and_"___'_

value- additzonventures) e | -
Product!on and marketung of ICT soﬁware. and'fﬂf

'"hardware to' encourage standardlzatlon and the use of.:-_...-:.;:-'-

tallor made packages i TEE CIREEIER N R
Food and agro-processmg, gram mlltmg and produce

Eco-Tourtsm. Eco tourlsm comblnes eco[oglcai S|tes;_;-'__;_"_
tours ” with - hotel busmess that does not sp0|! the..
There-are some SACCO’s W|th plots"ln:

The Stock Exchange SACCO s, both




() Cooling ?iants: Bairy and rural SACCO’s joint ventures
where milk production is large. Storage of marning and
evening milk for bu!k transportation in tankers;

(k) Resource centres A combination of hote! rooms; Izbrary
and small groups meeting halls, dining, cyber. café,
plenary hall and Iaundry mart salon, gym, etc;

(} Motorized Fishing Boats: These will enabie fishermen
to go far into the lakes and sea with fishing gears that
woufd only net large and mature fish. They could also

' be fltted with refrlgeration equ;pment

(m) Freezmg halls (rooms at the landmg beaches)

Fishermen would store their catches in the freezmg halls
_ _Whlie Tooking for markets Comblnmg freezers and""

'refrugerated vans would allow fish co- operatlves to
organize a profitable business wrth m|n|mum wastage

(n) Mamba Villages: . . Production of - crocodiles - for

~commercial meat_wrthm the hotei mdustry |n drfferent i

local circuits:

(o)__'Te!ecommumcatuons ‘This |s a fast growmg sector.::

“especially in mobile prowders ICT:  There. is huge
potential in this area e.g. ISP, Dlgltai V|Ilages -

(0} :'jBusmess process out-sourcmg, and _ _
(q).:fT{ansport investment in shrps ferrles atrlmes bus fleet,
etc e SRR PRI P

3.8.7 investmg m FOSA’

117. Front Off_rce' Ser\nces Actlvrtles have emerged as a major

competlhon Wlth commerc;al banks and

institutions. Flnancral operatlon of FOSAs mvolved h’ ndhng |
huge funds from both members and non-members with high
financial rlsks fnvestments in FOSA’s wrlf be gurded by ruies
created - under a SACCO ‘Societies’ ‘Act. The other
requrrement for Open:ng and operatron of FOSA wﬂl :nc!ude i

72

(a) Investment in FOSA facilities shall not be funded from
member’s contributions (shares) without approval by a GM:.

(b) The vrab|l|ty of the FOSA investment must be justified by -
undertaking a feasrblhty study -

To achieve economles of scale SACCO’'s: .wil'l' ' be .
encouraged to pool resources to invest in jomt FOSA’s !n 'j
selected locations. : i

3.8.8. Openmg up a wmdow for co—operatlves particlpatlon m S
- the Stock Exchange - _ . EIDTRE A

118 Many SOCIetleS have extenswely mvested in assets whose e

.. shares, as held by their Indlwdual members, are not:easyto -
. transact to. third partles due to lack of a secondary market for. =

themn.. Current!y, - co- operatlves are. - restricted:. {o:.serve =

members thus: lrml’nng shareho!dlng to:members. only:: The -
effect of this prmmp[e is 'a membership that is restricted to: -
membérs’ shares desp!te the” :deoiogy«of voluntary: joining .
and exit conditions. - Currently; ‘séme’ co-operatives “have - .
estabhshed their own mechanisms: to trade. their: shares
_ which:include an over-the- counter (OTECY) trading: Dynamics:
.of a. modern economy requ|re mobility ‘of resources hence. v«

the need to. establish a. secondary market for-co-operative: . - ~
socsetles shares. Thrs ‘will -be - a ' long-term - option. which:. ..
requires establlshment of mechanisms for transferability and -

transmlssron of shares. However, in orderto facifitate: faster:

and effect:ve transferablllty of 'co- operatrve ‘shares while: at'jf'j _

the same tlme safeguardlng the co-operative principles; he - .

: :_Government wr : xplore possrbrlit:es -of establishing “an: 0

€ : share trading facility -akin to- the: Nairobi

jith representatives from the Ministry of
ent and Marketing, the co-operative: . " -

he. Centrai Bank; the  Sock - Ma ket; T

. movement, j;'Treasury,
<. Authority will be appointe revi
approprlate recommendatrons'-‘*- EEE R

3.8.8 Borrowmg funds for Envestment purposes

119. Co—operatrve socnetres requrre flnancra! resources for':':
investments in - terms of fixed and working caprtal

73




_ Investment capital will either be raised through own fupds or
~ borrowing. The source of own funds will be share capital
and retained earnings. Any investrent undertaken by a co-
operative society is expected to generate enough cash flow
to meet all its expenditure and give returns to members.
Investments using borrowed funds require generating
enough income to finance repayment. of a Joan. The
borrowing will be tied to the life of the assets during which
time it is expected to generate income to repay boirrowed

capital plus interest. In making decisions - on ‘sourées of -

borrowed funds, co-operatives societies will have to consider

cost and flexibility, how quickly the furds are: reqliired,

assels to be offered as security; repayment terms, level of
- risk associated with investment, stability of societies’ income,

and- the terms. and- conditions set by providers “of funds
(contractual restrictions- on-borrowing from other sources on
- bayment of dividends before loan is paid in full, ete:)-

3.8.10 Off-shore Borrowing

120-Even though off-shore borrowing is a comiplex business that

~irequires - knowledge - about currency -fluctuations ~ and
~associated: Tisks, - co-operative “societias ‘may- borrow in
foreign. currency- to finance imported-capital goods for an

~"‘:--'-':"eccjno'mically-viabfefprojec;t/investm'e_nt.--_._-_::_.-'_ T

3.8.11 The fegal framework governing cw@'pémtﬁve- S

- 121. Modalities for investment by co-operatives will be guided by
~ the co-operative principles_and the regulatory |
provided by the overnment to ensure that co-operatives do
1ot divert much from their core businesses and their
“activities- are undertaken in a regulatory env onment: which
" guarantees their smooth ‘operations ar ' '

rinciples. and the regulatory environment -

- operations and safeguarding of

3.9 CONSOLIDATING CO-OPERATIVES' ROLE IN KENYA’S
INDUSTRIALIZATION o _

122. Co-operatives provide an excellent base for promoting the
estabfishment of agricultural processing plants and industries
managed in.a co-operative manner or a soie proprietor
basis. Vaiue-addition in agriculture is important:in ensuring

~ competitiveness. of Kenya's produce in the markets “and

. creates more . employment, improves - value “earngd  and

. increases incomes that accrue.to the entreprenieurs: It also

. reduces . wastage. which in turn increasesthe returns to

. .. farmers.and,.in case of foodstuffs, reduces the cost of foods
- to._consumers... The:. ability - by agricultural- marketing ' co-

... Operatives to. go beyond their. basic marketing roles” and

.- invest.in agro=processing - business is ~amajorstep in

-, Industrial.. . transformation.:: Currently, -the *major' ‘agro-

. processing.ind ustries owned by co-operatives-arein’ coffee,
..cotton, mitk, fish, forest products; flourmills:and brick making.
. Efforts. will._be. made-.to. promote - establishment: of co-

.. operat_ive—_ba_sed-::;-proCe_ssi_nig.-p‘lants:_-and.:-establiSh'merit-'_' of -
_cottage .industries: with clear sub-contracting ‘systems ‘with - -
. large . industries . in+ areas . where ‘co-operatives “have -
comparative advantage (&.g. production of ‘organic fertilizers,

. manufacturing of farm-equipments, bicycles, textiles; feather. .

-.and. shoe,: ICT ‘equipment, etc). The ‘Government will -~

o -continue to.support such:initiatives: through: capacity building -

- and improvement- of physical infrastructure. As part of
.. policy of industrialization, the government will encourage
.Operative - participation - in: light:industries;

its -

making - the general environment more - supportive
ncouraging: - Kenyans - to - contin ue participating ir
operative managed industries. . Towards  this  enc
‘Government will encourage the: formation of Jua Kali co-
operatives and will provide assistance to enable the societies
~-expand “and.grow  stronger whils ‘encoura
..institutions - to-- provide ‘group loan: products: - aim
.. promoting co-operative investments in manufacturing.

ation -in: - including .-
.. manufacture/blending of fertilizer, manufacture o agricultural
—_ equipment and consumer. products with the ultimate goal of = -

g fnancial




3.10 DEVELOPMENT OF SMES

123. The government appreciates the critical role the Small and
Medium Enterprises play in contributing to economic growth
through employment creation, poverty reduction and
development of an industrial base. It is anticipated that the
strengthened Jua Kali co-operative societies will continually
evaluate the business environment for new opportunities
where they can invest to promote growth and generate more
incomes for their members. To address' this, Government
intends to. promote. motivation and skills development and
explore. ways . of -promoting - business’ “development and
marketing of SME’s products. The focus will be to create an
enabling environment for the growth and development of the
SME's. by providing demand: driven services to the sector
through Public-Private. Pa'rtnersmps ‘To further strengthen

- SMEs; the Government will ‘encourage. them to pool their
- resources together in order to-exploit economies: of - scale
- and-form:.Jua kali co-operatives and build their capacities to

enable them face any challenges and expand their services

+.to various:sub-sectors.. Similarly, the SME’s wilt be prowded :

with: educatlonal materlals and toots for capaCIty bundlng
3. 11 PROV!SION OF HOUSENG THROUGH CQ—OPERATIVES

124 There eX|sts an acute shortage of housmg in’ Kenya
.vespecially. among the. Iow-lncome urban. populatron a prlme

~opportunity for: housrng ventures. As at 2010, there were 732
. -registered ' housing co-operatives. - However, ' their housing
- programmes: have. stagnated .due to lack. of - affordable

: ‘mortgage - fac;lltles and tong term Iendlng by frnancnal_
- 'lgh ‘cost of
-+ construction and: burid:ng matenal ‘and the complex - Iandf__'

institutions: Be5|des poo Z'urban planmng,.-'

- administration systems drscourage inv

borrowed: funds: to: housing prOJects In -the penod-'-2003 to""__
. 2007;: the: Kenya  Government committed -itseif. to’ rolt ‘out

150, 000 housung units '« annua!ly ‘and - co~operat|ves ‘were
-expected: to. meet 25 percent of the" target.” That was to
alleviate the ~housing’ crisis ‘in ‘Kenya estimated at three
million urbzn: dwellers with madequate shelter. The" fole of
co-operatives in the provision of decent shelter will take

76 .

125.

different forms and individual co-operatives will be
encouraged to afford members with oppoertunities to mobilize
resources and issue mortgages to enable them acquire
individual houses. The Government will undertake a
comprehensive review of the movement's participation. in the
housing sector in full cognizance of the challenges posed by
a rapidly changing and volatile financial sector.

Individual co-operatives will be encouraged to issue

mortgages “to -their members to enable them acquire .

individual houses and that specific savings mobilization
schemes will be encouraged to enable members qualify for

loans based- on their savings and income. The Government

o wilk: facmtate promotlon of -more . housing co- operatlves
--part;cularly in: the slum: areas. of urban fowns. Hous;ng by-

laws will be rewsed to enable more people put up affordable

- housing.- Material- costs- policy will be revised through

: :_;-_-opera'tfve sometles to‘-l

3. 11 1 The role o_ Natlonal Housmg Co peratlve Umon g

_;-_-.-;_.--_operatrves pfanning an'd'develop'ment “of fea3|bl'e h ng.
' : projects: for: consideration: by, investors such as the. Natlonal'_-' R
Housmg Corporatlon and provrs;on of professmnai se' fices

reduction. of: Value-Added:. Tax . and the_ provision: of bulk -

<. building. materlal wilkbe through housmg co-operatives: SO as

- to - reduce overhead ~costs for. co-operative housmgf
S -developers In order to strengthen housmg co- operatlves and- -

" __.guarantee their . sustamablllty the Government. will. facilitate
onthe provrsmn of affordable funds to be:channeled through'_'_
~.~housing co-operatives. .and. facilitate . promotion- of -more

-~ housing co-operatives particularly in-slum areas of urban =~
i+ centres and: towns. . Specnﬁc savmgs mobilization . schemes. SRR
coewill be encouraged to. enable members qualify. - for- loans: RSO

~.~based-on their . savmgs and. income.. The: Government will
facrlltate the provision- of addltlonai credlt to- housmg co-_}._';'_’_'.’ R
' piement housmg prOJects in both the” -

7'75. o

e e 1S




such as architectural, - engineering, surveying and draft
membership 0 housing co-operatives. The Government will
support NACHU to enable it to realize its objectives by
providing an enabling environment for the Union to operate.
In- line with the millennium development goals in the
provision of shelter, water, sanitation and upgrading of
human sheiter, the Government will solicit for technical and
financial support from development partners for housing co-
operatives through NACHU. '

3142 INTEGRATING IGT IN THE CO-OPERATIVE SECTOR
 OPERATIONS .. . o oE TR

127 Information - and.- Communication - TFechnology 'has been
*+identified as a major driving foree for economic development
-and has potential to facilitate achievement of the Millennium

-~ Development Goals that were set by the: UN during the dawn
oof the:21% century. Information - and Communication
Technology-is.. a. miajor - catalyst: for-globalization -and has

‘ turned the world into. a global village: ICT-advances continue
= to-impact-heavily: on:all: sectors: of :the economy-and- have
been recognized as an essential toolin the management of

- present-day- co-operatives. Effective -and quick response to
this ‘technological challehge :will facilitate the co-operative
“womovement toreap maximum: benefits from the fast growing
“ICT. industry. - The: sector  Policy “on -ICT will bé . crucial
“because it will be one of the ways through:which government

- funding can be used to improve: leadership-and management

L capacity-in. agricultural- co-operatives - and - strengthen “their
- competitive edge ' through:improvement-of both -internal:and

- external sinformation. flow: for..decision-making:*: However,

- installation of ICT infrastructure is expensive and beyond the

- reach of most co-operatives societies. |

128. Over thé':yéa:?'s;-: there has. .;b'éen:3-inadec{!ué_'fesf‘rn'a'n'c:n:g ofICT

~in:the entire public: sector due to lack of resourées and a
. strategic direction-on iCT ‘development.  The e-Governmant
- strategy and ICT policy ‘documerit a re-now:in-place ‘and
“ready: for implementation: and: will “guide implementation of
- ICT in the ‘entire public service: The Ministry: will use them as
“aguide inenhar cing standards: highlighted: in the document.

accuracy in record keeping is crucial as.production. of the ..
~ consequent derived records determines the efficiency and .

However, the rate of ICT adoption and its overall application
in both the Ministry and the co-operative movement remains
low and the capacity of the sector to fully utilize ICT. under-
de'velbped, condemning organizations to rely on _manual -
records and operations (such as files) making it hard for. .
information retrieval and dissemination. The need for

_sustainability of the society and the sustained, patronage of

" co-operative sector: policy formulation to create an enabling
__environment. for_integrati

__systems and solutions, costs and enjoyment of economies. of
_ scale.. The. Government will_develop an ICT management
" framework for the co-operative sector in order to put in place .
. standards, guidelines, rules and procedures that will speed

its members. Manual processing of the necessary. records, . -
‘as currently done, is time consuming and very expensive.
Most societies that have managed to automate their .
operations have done so on individual basis ‘b.ring_in'g'__in_ o
“challenges of integration, compatibility. and _poor_d1na;_t|o_n;:-_;§s;-z---___ SRR |

societies undertook varying ihforma_tion ‘s‘yst'ems. -

The Government has a dual fole in ICT development for the

on.of. ICT in the operations.of all
sectors and, facilitation. of .integration. and standardization.
Co-operative societies and institutions with simifar. activities
will be expected. to.form. partnerships for sharing information -

up. estal

| shment of the necessary information systems while
playing - .




whereby one-stop-shop information centres will be
operationalised and connected to a central database to

facilitate easy and timely access and availability of quality

information necessary for co-operative development by
anyone, anytime and anywhere in the republic. In order to
achieve this, the Government wili provide telecommunication
and electricity power infrastructure in the entire country as its
aim is to facilitate distance education, sharing of educational
resources and databases, organization of conferences,
discussion and- circulation of doctiments and undertaking
research. ICT will be harnessed to improve “efficiency,
accessibility and quality of learning through collaborative and

interactive processes

3424ICT networking

131.Lack of networking and inadequate telecommunication
 networks, especially in rural areas, has ‘seriously hampered
_‘communication” and" - information exchange ‘among co-

_ operatives. Even'though ‘some 'societies and co-operative
~institutions are operating Local Arei Networks (LANs), they

~ are not linked among themselves or with their grassroots and
~regional stations. The setting up’ of computer networks will
~enable the co-operative  movement tolinkup ‘with national
. information  systems: “have access to- other members’
- information  “systems “and " international co-operative
~_ Organizations to facilitate access to ‘the worldwide web
 (Internet) and online services such as electronic mail and

. sharing of information with relevant stakeholders.

3122Promotmg fec tromcc@mmem for _éé'#op;era_tuv;ef:s o

132. Electronic _commerce (e-commerce) is the  process ~of

_ transacting business through ICT. It ensures. increased
. speed of transactions, responsiveness ‘to customers and
: s. It reduces information and

| aceess to distant markets. It reduces information
~ . communication. costs ‘which. are" barriers to_cross-border
- transactions, increases international trads, reduces. home.
- market bias and boosts financial flows and technology
' transfer,"and’ provides unprecedented opportunities for the

' co-operative movement to create focal points for enquiries

and promotion of their products and s’elfv_ices. By adoptmg
ICT, the movement will be able to access national, V_reglm_flal.
and international markets’ information - for. ' co-operative
products and services. With the use of:!|_Er:j'tg_r.h_ét-,:__:the co-
operative movement will enhance its capacity ¢ articips
in electronic commerce. Introduction of ICT in co-operative
marketing will have at least two b_ro'ad:ﬁ_effe;jts.a:__';:_ig-'aq__.______tg_
introduction of new products and services and better address: -
~existing needs or give rise {o new Con'sumfe'r':_c[(_-;inj\_ nds
. Government .and  co-operative societies - will be
eﬁective'ly- conduct - research, promote ‘and . market co-
‘operative products and services and be in a position
participate in.international trade negotla’;lons 'a.n:_d:_;_fap:rs_:

3123 Financing ICT deveioéméh‘?t

1331nstailationof ICT. i.h.ffé_st'r:ﬁct'u_re' is expensive and beyond =

. aggravated. by poor: prioritization - of 'ICT "during financial -

planning: and -budgeting by both Government and the co-"

' operative - movement. The Government will deliberately -

. accord: high priority- to. ICT during financial allocations and
.- also. require: co-operative - societies and: institutions “with -

. similar activities to forim: partnerships for sh'a‘rtng:-:lnfO____r[U_"?i.t'_Q_r_‘“;-'
ke systems and solutiohs, costs and enjoy economies of scale. |
- In"order to. encourage -increased usage: of ICT, the -
’ 'ZGO\)efnme_nt'.will;unde_rtake the_foiloWing'actic_)_nS_:___:'_' R

. (a) Formulate: ICT development policies to create an

 enabling environment and performance improvementin -

_setvice delivery through application of ICT;

tral Co-operative Database at the
uarters as the custodian of co-operative

Ministry head
~ information;

an ICT management framework for both the

_practices across the sector; e

‘and the -co-operative movement:in order to-




3.13 PROMOT!NG CG QPERATWES’

134 The seventh pnnorpie u

(d)

In coliaboration with NACOs, develop and provide
standards  and guidelines for the acquisition,
development, management, support and use of ICT

hardware and software in co- operatrve processes and
service delivery; :

(e). Develop a human resource base with requisite skills

needed to develop, maintain, manage and utilize ICT
programs pro;ects and systems and .

(. Propose the. integration of ICT into the curncula of the

- Co-operative College of Kenya-and- other co- operatlve
.. Human Resouroe Deve!opment mstltutions -

!NVOLVEMENT N

COMMUN!T‘Y DEVELOPMENT

pon whroh co- operatrves are founded
s . ‘Concern_ for the. community”. - This .implies: :that ‘co-=
operatrves need to-consider how. their development impacts
<+ on the community in which they operate. As the co-operative
: movement grows,.it-is:bound to affect communities socrally,'*“
..economically, culturally and the: physical: environm: '
- shewing concern fo of- community, co-operatives: work'tow
the Sustainable development of: communities throug
+.-and activities as approved. by. their: members: - Pur
el ommunity; co-operatives contribute directl
o the - development of  the areas-in: whic
throug i :

2 sustainable ‘mannel
enwronmentat degradatfon and pot}utron" Th._ G

135.

_f:.Some ‘of the -programmes: : that -co-operatives . will - be._-- R

will encourage co-operatives to set aside a portion of their .}
resources for environmental conservation in-their ‘areas of
operation while members will be urged to spare some of their

time to participate in co-operative education; : comm"n'lty

patronage of social
activities and empathize with the less fortunate in. thelr local

outreach, cultural enhancement,

areas.

Co-operatives constitute a system that has a great potentla
to bring about community integration particularly when se

help and . voluntarism appears to be diminishing. Moreover
co-operatives can and do provide a wide range of service:
benefiting. the. whole. community. - As co-operatives ‘move:

forward. to: make sustainable deveiopment there will-"'be "
urgent - need.. for . them - to - create awareness in - their
membership: on - the necessny to...participate in.- the -
development of communities in which they live. It is against =
- these: reflections: that .the: Government will support - and ol

encourage Co- -operatives to. reposition themselves to provide
such services and facilities that benefit the entire community.

o encouraged to undertake in thls regard include: -

(. Supportmg

(&) ;__::_'Generally servrng as

' (g) :-Supportlng youth development actlvrtres

'(:a)' Preservmg anci |mprovmg the natural enwronment

(b} 'Supporting food
communrty, -

eﬁoﬂs‘fo

dzseases and :
prevention. and controi :

'j;-'(d):-'- -.'Prowdlng a focal pomt where communltles can- gamf': |
S 'fundamental adult educatlonf“lrteracy and numeracy, RURREE

ocio-economic. and. cultural
‘ideas are generated i

" problems  discussed
. :_._.__'bnngmg harmony and un‘derstandmg in communltre

' of dlreot benefat to communiltles :and

'_ seourlty programmes i the

.épra_em'fé‘ -

d_ solutions. suggested hus_"-_';""

j ..Prov:dlng a forum for dlscussmn'of development :ssues?;--_? .




3.14 PROMOTING ACTIVE

136. The youth in Kenya constitute about 42% of the national

3;1:4.-'.:1 Promoting' yodth c0~operaéti\Jee' ._

137 Certaln measures of actlons in thls Pollcy are speolfloally

YOUTH PARTICIPATIOM 1N CO-

OPERATIVE DEVYELOPMENT

population. However, legal barriers continuc to inhibit their
participation in co-operatives at membership and leadership
levels. This has denied co-operatives of the invaluable
contribution by this large potential group. In an effort to
encourage participation of youths in co-operative activitias,
the Government.will sensitize co-operatives on the need to
recognize the potential in the youth~and integrate them in
their activities.. Development: of co-operative: programmes
-~ aimed at providing skills and creating employment for the
youth by the Government and thé movement in collaboration
with workers organizations and vocational training centres
will be emphasized [-fforts will be made to promote youth
participation in co- -operatives through extension services and
integrate co-operative education “at ‘all levels of the'school
system. ‘Sponsoring - cuttural activities “involving-the: youth
~.where: €0O- operatsve messages: “are ~“underscored - and
encouraging youth ‘participation in - co-operatives” through
formation of < co- operatlve youth - clubs “inschools: and
_vocatlonal trammg centres will be key eiements of a co-
operatrve youth empowerment potlcy v

- aimed. at young people. The government intends to promote
_____;_partnershlps between the main’ organvatlons that 'work with
-€O- operatwe busmesses with the_'a_ 1 of fostering the growth
- of youth-owned co-operatives.

yG regi - brant  economy
3"5:‘30ut81de of mam urba ¥ centres and ‘ ounteraotmg an exodus
of " ‘young: people from' rural areas:

.:;"_-'_concept of youth servuces co: operatlves The youth'services
- co-operative: (YSC) mtttatlve will " be - developed as a

| __partnershlp between the co- operattve movement and the

government to help the youth initiate - smatl scale co-

138 Gender |ssues mvolve equahty the treatment

. --operat;ves remains.a- matter of ‘concern. Women-and the
“youthhave - shown' great enthusaasm and ‘eagerness to
- engage ‘in  businéss by forming co- operat:ve societie: and

- =Ministry plans to malnstream gender and youth Concerns n
_ S -'the movement threugh;
'_'-hlsipohoy initiative targets. il
he youth Wlth the objectlve of c_reatmg ]obs a_nd enterpr[ses :

: “in’ this' regard the
- Government will organlze a “Youth :Summit to launch the:

a (d)_ Sensitize the youth on'the' need to form aotlv:

operative businesses and assume all principal  duties
(marketing, accounting, personnel management, production).
For a fixed period, generally during holidays, the youth, will
be taught how to manage a business that provides them with
seasonal work. YSC’s will provide various services to the
community like lawn mowing, painting, gardenmg, repairs,
general maintenance, etc. The Government will make plans
to create Muftipurpose Co-operative Business Development
Centres for co-operative business development. The centres
will provide an e-commerce gateway for students to” market
books, computer equipment, various ICT supptres ‘etcr
Student co- -operatives. will be able to offer a wider: array of =

- ICT products' and services: and- compete on a riore eq’"'al-'
footlng with ‘private  competitors. The ptatform WI“ make -

- nhumerous. services and: networking ‘available to student oo—' o

: operatwes makrng them very competltlve "

THE bECTOR

3.15, l Promotmg Gnnder equlty in the co opemtlve 5t tor 7

-anvo!vement of “men and women “in- - socio- economlc”“.:-
-development: issues. However gender imbalance in" cox

-also take' up the mantle of Ieadershlp in-existing: ones.

proport;onaflty |n the management of co ope :trves

i management commlttees

co- operatlve somet;ee and

"-_';Lobby for 'atfl'rmatlve “action _in the colmpos'ltton of




(e)

1189. The co-operative movement will be encouraged and guided
lito design, support ‘and develop new strategies aimed at
tincreasing the involvement of both gender, particularly
“women in income generatlng activities . through their
“becoming members. of co-operatives. Obviously, women's
“high potential to save has been exhibited in the substantial
“amounts mob!tlzed through informal women groups. Thesc
“savings are however exposed to high risks due to lack of
"accessibitity to legal and - regulatory services. The
«cgovernment will make deliberate efforts towards encouraging
‘transformation-of these women group into Women SACCO's
~where - they“will have access “tostructured government
=gervices -« for  growth - and - development. - Increased
participation of - women - will also provide them with an
“opportunity to hold management and leadership positions
wwhere they: will: -enjoy greater power - through ‘decision-
'making. !t will be incumbent upon each' co- operative within
“ttheir principle. of education, training and information to give
‘rmembers -gender sensitive~education in-order to* enhiance
“gender balance. The government: will- engage in sensitizing
tHithe- movement on the benefits of gender proportronairty in the
management of Co- operattves

Mainstreaming the fight against HIV/AIDS pandemic.

'%2 Preventmg and mltlgatmg the lmpact of the HIVIAI ns
pandemlc R

<estimated  that- about 1

others and itsimpact is significant i
©Co- operatlves and: SACCO societies:

..=ag.ncu|tural. : commodtty,_ : co_operatlv_es-,,.__-; it means low

?“G HIVIAIDS pandemlc deserves specral con3|derat|on grven-
“that it impacts negatively :on ‘all sectors of the economy.:Itis+
4% of -adult: Kenyans suffer from
< HIVIAids: and that it ffeots the. most productive: segment of
-._-the populatron ie. Iaetween the ages of 24 and 49. Besides;:
‘the scourge is more: felt in: _certain"geographrcal areas than
agricultural commodity - -
“Increasingly, more:
Cresources: are: being spent in: provrdrng ‘medical support T
'“-'ffwcarlng for the orphaned in- ‘the: prowsmn of basu: needs like:
/' food and education as well: ‘as heavy funeral expenses Wthh .
zcould -otherwise. - be: - used - for ~economic. Jgrowth. - For:

141,

_education. programmes ‘at the work place. and: socrety le
 Emphasis. will be on supporhng the orphaned, the infeel ecl
and the.: affected persons prowdlng care and . support:al ;

. 'society level and- encouraglng Relol operatives - to integrate .
o HIVIAIDS awareness:in:-their’ ‘education programmes. The:
- -sector HIV/AIDS Co- ordination unit: will-be strengthened: ‘and
- résource’ mobr[rzahon for HIVIAIDS Programmes undertak
Although the scourge: has not reached ‘crises proportions;
- there will' ‘be need to. mltigate on its” impact before:the:
sﬂuatlon deterlorates To address the threat of the diseas
oather Co- operatrve MoV
o -f-regularly assess the
e sector and promote pollcy formulatlon-'on Ards in the seot'

“prevention programmes, NGOs and-other agencies and:will
- continue_ to use.the co-operative. mfrastructure to . distribute
_materials and. disseminate .. information on preventi

- persons: Irwng ~with- HIV/AIDS: and. integrate  HIV/AIDS
. _information :in: member education’ programmes targetln
:__operators Co- opera’nve membersmnl be sensitized: o

production and for SACCO’s it means . high. . loans:
delinquencies, loss of savings, membership and:income:not::
only to the society but also to the households and_'
economy at large. _ '

The threat of HIV/AIDS to co-operative development is: twi
dimensional: HIV/AIDS at the workplace and HIV/AIDS ir
co-operative movement. For those affected, it means t
application of productive: resources towards . Medicar
defraying of funeral expenses and upkeep of the increas
number of orphans and dependants.. The Government
established close-working. relationships . with national - AlB

measures. It will. further provide support.and counseling:to X

impact . of . HIVIAIDS and. conductmg ‘behavior - cha ':Le

ement the Government: intends: to i
mpact of HIV/AIDS. epldemtc in:t




4 'PROMOTING RAPID AND SUSTAINABLE CO-OPERATIVE
GROWTH

142 In the previous two chapters, the performance of co-
operatives in the last three decades and key challenges

- facing the co-operative sector in Kenya were analyzed and
solutions to the challenges identified. In this Chapter, the
issues covered «in the analysis of performance and the
~challenges are crystallized into' a set of policy” measures

- aimed at accelerating and sustaining high levels of: growth in
“the co-operative sector. The: Policy seeks to revitalize the co-

- - operative movement and accelerate its development in terms
of increased co-operatives’ contribution: to- GDP, increased

- numbers “and  higher - survival . rates = of - co- -operatives,

- increased volume and value of goods'and services produced
* by or marketed through' co-operatives, increased share of
LG0e operatives in the nation’s ‘agriculture, financial services,
housing, transport communication, ‘manufacturing and trade,

-+ and-the bolstering of publrc awareness on the importance of
=~ rco-operatives in" national “development. . However, - the
“’success “of this: policy will not be: measured by quantrtatlve

. indicators alone; it will’ also 'be based on' the' social benefits
accruing: to policy. |mplementatlon a -dimension that is

i syhonymous with the Millennium Development: Goais of the
“"UN. The overriding goal is to create-an efficient-and: globally
competlt;ve co-operative sector and transfomm it into a major
“player in:'Kenya's - pursuit of “its Visiori 2030 somal and
economlc devefopment obJect|ves G

much antlcrpated |mprovements in produc’uv:ty in‘agriculture .

*=..-::growth targets ‘for the ;.Iong—term and the med:um term
aliudes to the much needed: pro-poor’ monetary and: fmancnal-;:__-._
polfcres and aotfons for pursuing..the ‘national: vision: 2030 -

targets on savrngs mobshzatlon and. lnvestments as well aso-

Vision - 2030. ob;ectlves for - the _agricultural - growth.~and -

commermahzatlon It summarlzes -the policies  designed. to - .

strengthen the co- operatlve movement contrlbute to- the -

and financial servicas sectors, and stimulate the resurgence
of economic growth. Not only does. this policy target precise,
measurable economic results; it also- aims at encouraging
authentic, sustainable, hlgh_ quality = co- oper_at_lve
daevelopment. R

144 The Policy measures in this chapter are consadered lntegral

to the development of the co-operative sector both-as: a

contributor and complementer to other broader natlonal :

development |mt|at|ves and.. hence require lnnovatlve S

financing. options to succeed. The priority areas of pohcya
actions. towards spurnng growth include the followmg

. (L:}) | Creating a favourable macro -economic framework for s P

co-operative growth; .

- (b) !mplemcntatron of key Vlsron 7030 flagship prOjt.CtS tn_:_-j-_-:;_j_-.
~the dreas of fcrtlli/erllnputs cost reduction, co- operatwe
‘participation on’ land use reforms and provrsron of baStc*.”-:
- housing and other - |nfrastructure ‘improved access to.
‘eredit “through “SACCO's * and” other types of ¢o-
“operatives, a greater role of CO- operatlves in whoiesale-_;_'_ P

and retall trade eto

(c) _ Restructurmg and strengthenmg key co operatlve_-.}_ﬂ_ﬁ;'_-."--.'-'--

_ support rnstltut:ons

: (d) : Stlmulatlng growth through stimulus initiatives; -

o) Improvmg market access ‘and. ‘marketing efﬂcnency by i
T co -operatives_by. building. the. .capacity of co-operatives L
o to undertake_z value addatron and. embrace effectlve-,_:..-..'--

marketmg str"'te i products and servrces

iy for co- operatrv _growthE e
(h) :_PrOVIdrng publlmty,_soemairzed.- promotronal servrce
adapted to co operatlve reqwrements and .

: (r) Development ‘and lntegratlon of ICT in the M;nastry a_ d
R co- operatlves operatrons ' RIS




145.gc1:$er0ther Policy measures will involve harmonizing
) Ias _Wer]'llmenttefforts In support of co-operative development, -
h ortanas fo take concrete actions to acknowledge the
é.ng e 'CledO the co-operative initiative in Kenya's economic

the v clal development. it seeks a proactive involvement of
and 3“0U5 government departments, private, civil society
levelopment partners’ agencies in promoting co-

B ‘operatlv;ee”development within their respective areas of
o responsibility. The Government and its development partners -
il join hands in undertaking awareness campaigns to -
promote the co-operative initiative to the general” public,
PafthU|_arIy by celebrating the successes of:coéopérétivé's i
the various. sectors in which they operate. : Teaching: about:
the Co-operative initiative is at the core of raising its p ofile
especially among young people: In this regard, one of the
~.major concerns of the cooperative . movement is  the
- seemingly limited attention to the co-operative initiatives a

with new credit supporting the expansion of economic growth
particularly in the productive sectors of the economy.such as
agriculture and tourism. Access to financial ‘services..
increased and, importantly the SACCO’s expanded their -
activities by 25 %. The Insurance industry has. expanded . -
strongly over the recent past, recording gross premiut
approximately KShs. 42 billion in 2006, translating to.
growth of approximately 16% over the previous .. year
Reflecting confidence: in the economy, the ‘NSE. inde
increased by 314%,. reflecting. an increase in_ marke
capitalization from KShs.112 bilion in 2002 to KSh:79
billion in2006. ... . - o

147. While consumption growth during 2003-2007 was driven by
the increase in the-real.income of the population, it willbe . -
difficult to maintain a high rate of growth of the economy-over . -

a longer period without & boost in investment. Public policies =
‘should: be. geared - more to. increasing investment_and
_enhancing - itsefficiency .. in-. generating output. - Such. .

investment ‘could be. usefully targeted to re-activating the .. -

remaining: excess capacity in the economy and .modernizing -

the capital stock. To. continue. pursuing a pro-active- co- =~

- --.operative-_p_o_l_i_cy,j_'.the_;:GQv_e_rn'ment.;_Wil!-_;p_]ay: an active role in-
. -rejuvenating: the financial: services ‘co-operatives’ sub-sector
“and- influencing the mobilization of savings. through .

148.In order to realize the Social and economic aims of tis
- Policy, the Government will-increase its, budgetary allocation

" of resources to the co-operative  sector which. has the

. “potential to produce enough jobs for a. rapidly expanding
~working agé population. Measures will.be made to avoid a
- possible drain of resources -out of the sector- principally
. through taxation on dividends. The draining of resources out
" of co-operatives could lead to rising inequality and sigr
©levels of poverty. While poverty levels diminished from 5t

" as the economy began recovering in the mid 2003, statistics
" from the Central Bureau of Statistics: indicated that pov
- affected 44 per cent of the population in.2007. Other credible
- ‘estimates suggested that poverty was in.the range of 44 - 46

- percent in 2007. Nonetheless, poverty rates remain. high in.

002 st ety 55 e
sectors performing strongly: annual
- minus 1.7% of GDP in'2001 to about 7




150. A" more vubrant smal!holder agrtcuitural sector based on
“greater access of farmers to credit through co-operatives will
‘be promoted. In-order to achieve such a-faster-pace-and

151

.In order to reverse these trends, public investment will be re-

and commerc;al banks

rural areas in general and especially in arid or remote
regions.

allocated to agriculture, co-operatives, construction and
labour-intensive industries such as food and light industry
and to the SME sector to help generate the kind of broad-
based employment at decent wages that is critical for
containing inequality and making progress against poverty.
In order to meet the poverty reduction aims of Government,
the rate of growth of the economy will be accelerated to 10

‘percent per annum by 2012, while the investment ratio will

need to be raised by 3-5 percentage points. But to:make a
dent in poverty, the pattern of growth should shift more

towards increased agricultural production and:--small and -

medium-sized enterprlses flnanced through co- operatrves

more inclusive pattern of growth, fiscal-and monetary policies
will be more expansionary: and ‘investment ‘more equitably
focused. In -view of the ‘policy “constrainis imposed on

“Kenya's® growth, “this - policy- advocates: an investment-led
““expansion, focusing investment in rural’ co-operatives - in. -
order to reach the vast majority of the poor:: Financing-for

such an increase in investment: will be derived from new .

i savmgs ‘products within ‘co-operatives “and: by “on-lending -
‘some of the bank depos;ts held at the Central Bank of Kenya i
--'through CO operatwes ; R R Bt D R

2 Monetary and f' nanclal polzmes . |

While* trade and ﬂnanc:al llberahzatlort have contnbuted t0;
E:Kenyas growth the benefits ‘of ‘such: ‘growth have: ‘not fully'..'.'
“accrued to all segments of society, especially tural areas. A
"_promlnent feature ‘of the country's Banking:structure: is ‘the -
“relatively hlgh cost-of credit and-its limited access: ‘especially: -
“tothe  rural- people and key ‘poverty - reducing  sectors’

":-lncludrng agrrcuiture co- operatlves SMES and rural non-

152.

_‘ commercial banks, the co- operatfves system and savmgs f
and. oredrt assocratlons that can facilitate ‘group savings and_-f'-
___Eendlng to SMESs, micro- enterpr:ses and other rural activities:

g guarantees and other pO|tCIeS that promote credlt aEIocatlon_'“

413

farm activities. Moreover, the interest rate spread, i.e. the
difference between lending and deposit rates, tends to be
high in Kenya. The higher the spread, the higher the cost of
credit to the borrowers for any given deposit rate." A" high
spread could also mean‘that the deposit rates are untisually
low, which discourages savings and reduce resources
available to finance bank credit. IR S

As a result, the expansion of SMEs activities face severe

credit squeeze as informal and other sources of fund are too-
limited to satisfy their rising credit needs. Under the situation,

along with deepening the existing efforts of the Government

and the Co-operative Bank of Kenya to channel-a larger
share of credit flows to rurai sectors through co-operatives,-a-
“complementary approach would be to " develop - and*

strengthen  relationships - and . linkages between” the

The initiatives : could also. be ‘tied to refinancing, ‘credit

Augmentmg Govemment and prlvate fundlng for co- -

operatlve development I

153.S

Successful mptementatron of th|s Pohoy Wlil depend on the‘:-'
. level of fundlng for co operatlve deve[opment programmes
. promotional services, staffing, and skills development. The -

" level of governmenit funding for
E _._'.-.__'.__programmes

€O

up commg years in orderto attam thelr full growth potentlat

_operatlve development"-_;'i :
: h’erefore need to gradually rise from ' KShs' -
BRURRS = o 0/2011 Je level of KShs 5 billion -
B "..'-'.:__per annum-by 201-’5/216 to_be devoted to the strengthening
ersight; ' ca‘pacaty bualdlng to’ enhance_'{ S
_'Q'.extenslon anc adwsory serv:ces-__ ekpioratlon of new markets_" :
“‘and” ‘mew  investment = opportunities, © design and
- |mplementat|on of ‘special deveiopment programmes _Co—;-__
i operat[ves will: need substantial injections of private capita _m'f:" -

Forittin wemn gl




154. The co-operative movement needs a special investment fund
to focus more on financial products that can improve the
capitalization or equity of co-operatives. Stimulation of co-
operatives’ growth calls for an injection of external capital to
the tune of KShs. 2 billion in the first two years of Policy
implementation, gradually increasing to KShs. 5 billion
annually over a period of five years. Modalities of getting the
many finance companies, particularly venture capital firms to
get involved in financing co-operatives will be worked out

after consultations with the Treasury, the Central Bank of |

'Kenya, financial institutions and other stakeholders. o

155. Although Hirect contributions by members will continue to be
~a key source of capital, in order to achieve massive
injections of funding, it will be necessary to setup a special
financing facility. A co-operative investment strategy will be

~ developed to provide a practical framework for increasing co-
operative equity in order to improve their capitalization. A

. complementary _policy  action will * ‘involve ~ developing
~ modalities for setting up the Kenya Co-operative Investment
Fund (KeCIF) with the objective of enhancing the capital
base of co-operatives. Special focus of the fund will be on
building . partnerships between cooperatives and other

enterprises in order to attract funding. In' this context, this' -

Policy’ proposes to amend the rules limiting - profit-sharing
with non-members, taking an approach that strikes a balance

between improving the financial structure of co-operatives

- and achieving better financial returns for members. The joint
‘efforts of the co-operative movement and government will

" include the _formulation of the Kenya Co-operative -

" Investment Plan and creation of a co-operative Investment
. ..Fund . (KeCIF). . The  Fun

- KeCIF to d

- meetthe Fund'scritetia.

156, This Policy calls for adoption of the concept of “participating
preferred shares” into the co-operative law to attract capital

from external soufces into co-operatives: Co-operatives will

‘be encouraged to issuie participating preferred shares with

_ will_also provide general -

guarantees to other sources of funds. The option will allow . -

. KeCIF to deal with co-operative enterprises directly based on

_their needs, even when these entities appear too small to s . e
- LT R e L R YR -=-:..4.1'-.4'__;e;.sHarmon__lzat_ibn_:Qf.theﬁ_--cq-bpera_tive--tax.regime

features and a yield determined once for their entire lifetime.

The co-operative movement will be .encouraged to develop .

long-term capital instruments. through: the ‘introduction of
“transferable co-operative shares” at the  Nairobi  Stock

Exchange. Towards this end, the Government wilk liaise with:-

the Capital Markets Authority on the possibility of opening.a .

Co-operatives. window at the NSE. This. will::cre
confidence and stem the vagaries of capital flight from ¢
operative based economic enterprises. The NACO"s:QE-:.é'r‘_e

expected to play ‘a critical role in promoting this. venture,- -~ = -
encouraging the export and import trade in addition to =

- providing savings protection.

157. The other key elements of reforms in co-operative financing -
will be through: development of new SACCO credit products.

. to.allow the lower.income groups to access credit and other-
financial services as well:as encouraging the Co-operative .
Bank of Kenya and the Co-operative Insurance Company of -

Kenya to develop long-term capital instruments stiitable’for:-
the: co-operative - sector.A: particular: challenge will be ‘the
- exposure:and: subjection:of SACCO’s ‘to the vagaries: of -a::

~liberal - financial system,. -especially = systemic risks.: For -
- SACCO’s; financial integration will require modernization so.::

_as-to offer- competitive - services *obtaining.-in-.the ‘wider

“financial - system. Besides - the  above legal measures the
; Government will formutate ‘a SACCO: Development Strategy :
. that will_enable financial: services’ co-operatives: to attract -
-+ capital-and develop an efficient and professionally. managed:
~:co-operative: financial services’ system. - The opening up- of -
++ FOSA's+ by ~ SACCO: societies : will- ‘continue: to “receive
- Government support while: problems: engendered in the
- formative stages of this new innovation shall be addressed =~
t of legislation specifically devoted to *~
SACCO - societies, - especially: those -

~ - through the enforcemen
200 the “management. of
~ - operating FOSA

' 158. While co—operatlvesm ma ny c.':o'u'n’ﬁr'-ié's_ : are exemptfrom § “
certain aspects of taxation and enjoy favourable treatment, -
Kenyan co—ope’ra_tiv'es"fa'ce'.'a' number of 'dire_ct'and-;in_d_i:reét_e_;_"_ '




taxes which have become a disincentive to co-operative
growth. Examples of these taxes include corporation tax,
withholding tax and investment tax. More importantly, as a
body corporate, a co-operative society is liable to taxation
under the law. Tax is levied on the income accruing to it and
Is determined in accordance with the tax laws. During the
societies’ operations, the income that is society specific has
to be distinguished from individual members’ incomes, which
the society handles. Members’ funds will be clearly set aside
from society income to protect the society from unfair
taxation. A .multiplicity of: taxes -~make . co-operatives
unattractive destination for investment and reduce benefits to
their membership. For instance, to encourage domestic
savings, an insured person gets income tax relief. However,
the same benefit is not passed to SACCO's which have the
same . objective. Tax is however levied on the: income
accruing to it and IS determ:ned in accordance Wfth the tax
- laws. -

. Profit. - reinvestment. is. - another way - of -capitalizing co-
-operatives yet, up to now-the dividends paid to members are
~included in members’ income for the tax year in which the

--dividends were paid: The negative impact of this taxation on
members’ dividends directly reduced membéer interest in the

- type of investment: Because of this, co- operatlves could not
- objectively - expect - s;gmﬁcant capltalszatlon from their
- members: In-order to' encourage co- operatlve members to
- contribute to the development:of thelr enterprises; a new tax
-measure- to: make-: it “possible: to postpone taxatlon of
- dividends paid: in the form of privileged shares in ah elfglbte

“'co-operative until the member disposes of the shares will be

L 'econtlnuous[y review taxation laws: relating to co- operatlves in

- taxation. I addition; in order_to___malntaln the co-operative
‘the ‘current percentage to the Statutory Reserve Fund

S order to avall more funds for socaetles operatlons e

4.1.5 Facilitating savings and Investments mobilization

160. To achieve the Vision 2030 growth objectives, the level of

'products within the co-operatives. sector. In order_to
~ Government will play an active role in. rejuvenat!ng' the

"sa\nngs through SACCO's and other co-operatives to rural-f.
areas: It will encourage ‘SACCO's to carry out an aggresswe'__'_

- deposit ‘mobilization: programmes create more - |ntemat_ :
“incentives to ‘attract savings; ‘create a Deposit’ Guarantee_ _

- fund to protect member's savings and develop products that

" address new; emerging members’ needs. ' There will be -
oo deliberate efforts by the Co-operative Bank of Keriya and
- other commercsal banks to channel a larger share ‘of credit __

“ flows - to “co- operatsves as+a: complementary - approach on-'__

- developing’ and-: strengthening relatlonshlps and I|nkage5j-_' ; f
f*“between the commermal banks and savmgs and credtt co— _

~‘enacted. While: 1mplementmg this Policy, th‘e--G’overnment will -

1 orderto bring co- operatfve taxatlon in line with. organfzatlons -
-~ of ' similar. nature: to ellm;nate possable aspects of double-

: development tempo; the Policy recommends a reduction in®

- created out of the surplus of the society from 25%to 12.5 %

investment is projected to rise to 31.3% of GDP. by 2013.
The Government seeks to raise gross national savangs from
about 26% of GDP in 2010/11 to 29% of GDP by 2030 fh.
order to move towards the required levels of investmen and -
national savings, significant reforms will be undertaken in the
SACCO sub- sector because any mcrease in: mvestment

continue pursuing - a~ pro-poor- co- operatlve ‘pol

SACCO sub-sector and influencing the mobilization ‘of




‘2 LAYING A FIRM FOUNDATION FOR. ENHANCED CO-

groups within the co-operative membership to access
“credit and other financial services;

other types of co-operatives for sustainable financing of
co-operative investments; and :

(e} Encouraging the co-operative Bank of Kenya and the
Co-operative Insurance Company of Kenya to develop
long term capital instruments suitable for the sector.

OPERATIVES’ CONTRIBUTIONS TO VISION ' 2030
OBJECTIVES

161. Kenya S Iong term development plan, the Kenya Vision 2030

. highlights. various challenges that the country will. face in its
- quest to achieve its development.and the Vision's. targets by
the .year. 2030. These.  challenges. include: greater
- competition .at the. international level emanating from
. changing global economic trends; ensuring continued macro-
economic_stability; . minimizing institutional risks, -especially
.. -related to corruption..and security; ensuring food: security,
~scaling . up. the..quantity.  and . quality - of . .infrastructure,
-..especially. the. condition of roads, access to. and reliability of

water, cost of electricity, . port. and rail. services;. promoting

efﬂcrency ~through . adoption .- -of -..new. technologles
tmprovement in. governance -and- reducrng transactlon costs
to. business; and. raising. the level of. snvestments from the

current estimate of.20% of GDP. to: about 30% of GDP This .
palicy. embraces measures that are: desrgned to contnbute to.
- othe - rmplementatlon of. the Kenya Vision 2030 Flagshlp -
- projects as:well. as. Medlum—Term Pian aims. to promote an.:
“innovative,. commerc:ally ariented and modern: agrlculturai_--* '
These priority policy. - -
tia imal performance. of. .
agrrculture and other prodUctlve sectors are: lndicated below_

sector and ﬁnancral services: sector
“actions that are.essential for the o

_-'-_"Harmonrzatronlconsolrdatlon ciof
.. operatives pollcles and: Iegal frameworks

'"'-":_,__7'(b):':""‘Promotrng ‘an’active co~operatrves role in

"fertrhzer/lnput cost reductlon/stabnlzatlonr___ e

Encouraging amalgamation between SACCO’s and

agncultural/co- _;

162.

(¢c) Promotion of agribusiness: rnvestments/value addition
' and exports through Co= operatlve Sy

(d) Enhanced co-opeiatives role ;n'the sUpply;:chaln
wholesale and retail trade sectors; and

(e} Consolidation of co- operatives’ pollcy'. and
reforms. E:

A number of policy and legal interventions will be undeﬁaken

in order to address the policy and legal barriers to. the .-
expansion and development of co- operatlves -This - Policy. -
identifies * = legal  frameworks = governing - co-operative ..

operations that’ wrll be: harrnonlzed and realigned with those-_'

“pertaining to development of agrrcultural commodities such. . |

as coffee, _pyrethrum, cotton, cereals, sugarcane, etc. More
critically, ‘co-operatives will ‘need 'to - develop their .own ..

internal capacrtfes and structures for: sell’~regulat:on in...
“various - areas such as. mternal management and dlsputei

421

' settlement

'Co operatlves ro!e in fertllrzerlmputs cost

_‘ ' red uctlonlstabillzation

163,

l‘he hrgh cost of fertllrzer and other Inputs is. the srngle most

o ""'form|dable challenge to mcreased productwlty in: agnculture"g..t--_'iﬁ

country -The ' Government:

'_;'busrness rs expected te re k:ndle |mportant lrnkages 'w: y

and the consequent spells of famine “that often -hit: the
ecognizes the . major - factors.-__'_
contnbutrng to the hlgh cost of fertrllzers as follows the majorfz




other institutions for the benefit of increased agricultural
productivity. A steady and affordable access to inputs will
“ensure  national food security, thus making savings on
unnccessary food imports and creating exportable surpluses.

164. In the past, KFA and District Unions played a critical role not
only in the supply of major farm inputs but also in influencing
competitive pricing. They were successful in aggregating

.o members’ input requireme ents.and then purch 1asad centrally

v oin order to. créate economies . of, sca\ie and chd cost
Vi :lndlwduai members' econdly co- operatives institutions (e. q
- KEA, L KIPCU. and _ District Co- -operative Umons) have
exteneive upp[y 3tores throuqhout the country that could be

< useful | in. officient., dlbt!’lbutlon of mputs to producera

Fmanua!ly . strong - -inputs supply CO- operatlvee with

; _,;---.ﬂatiOﬂWId(, dletnbutton networks W|1E break thé. emstmg

- .fcartels”, benefit from economles of scaie K nd bulk buylnq
“cut’ out the middlemen “and reduce mC|d ences  of
fake/adulterated fertilizers. The Government will promote the

reeurgence of inputs: supply..co- operatwes to.create -the:

necessary capacaty to trade in. large - volumes: of mputs to

take advantage of economies of scale besides explonnq
- avenues for local blendmg ‘and. manufacture of fertilizers
.__thrcugh restructurmg, busmess reengmeerlng and m;ectuon
“of fresh cap:tal in.a- nat:onai input. suppiy co opemtlvc
-{-,des:gned o efﬁcaently “and. effect:vely carry’ out the inpu
procurement and_._- distnbutlon/supply funct!on': _A natlonat
lnpu’t supply G ~operative il form networKs with
-m'a_n_ facturers through whnch fertzh 'er procurement and

- _;procure-__ent funds |

5 Eﬂablmg daury farme{s to" access ;ammal health care
“products and feeds on’ short term - crédit “through
‘i glaranteed” payment arrangement by new:Kenya Co-

operative Creameries Lid thus enhancing milk

165,

Under this MTP; - efforts wilk be - iiada - to ~encourageand
osupport - eotoperatives - dealing - cine - livestook: Sproduction,
~Uprocessing and markctmq Specific inteiventions. wilkinclude
-"cstabhshmcnt of co- opcratlve ownad abattoirs; 6o operative

“involvament in Al er\uces and reh 1blht'1taon of hvestock

'-_'markettnq tnfrastructure' e e I
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Loyives

GO0 rltw 3 ml 2N Comimanre uiwwou md omduc vmy
'|momvem\nt m n;m.ulturc SRR :

- production. output.with unorov.wi Mo IW caash-flowe at

- -househeld:dovals and :
() Working ‘with other ¢
' SACCOS o onable: 'hﬂir e *mbe{z
mputf‘ throuqh Prmflt m m{; m'-e-:

Goopan v m! yinvgoar mon Hum g |)1

Fhe Government recognizes the nnpo:tmc 3c)f vastock nsat
source of livelihood for communitios living in ASAL _ar(,:i,:'_'_'-' ’
where: therg dre co-operative ssocichies dealing-in rane hing:

ic current land tenure "y*stom in ((PﬂYd cannot aﬂow for
|qn|ﬂcant aqncn!tural ‘davelopment -since - subidivision: of
: m' mte piots ha*‘- adver oly dffertcd fnm

The'co_operattv system will prowde a platform f atl
Cecont ;mles of scale for: mechanlzatlon and bulk purchaee__ of__
mputs besudes prowdmg new housmg . housmq zones._'




where schools, hospitals, electricity and water will ‘be easily
provided. in the long-term, commercialization of small-holder
farming will partly be addressed through land use reform
measures including. (i) bringing idle and under-used lands
into intensive cultivation by more efficient co-operatives; (ii)
investing in large-scale mechanized farming by consolidating
farmland . into- viable- farming units which will be
COmplemented by the création of co-operative. housing
corridars in farming areas to allow for resettlement of famllzes
-away from farmland.

168 As part of therr agncultural commercrahzataon mrtlatrve

'SACCO’s have - introduced micro-finance . products _that
embrace : after-sales. - service' fo- members. engaged |

agricultural production. Co-operatives will be encouraged to
come up. with. tailor-made- mlcro—flnance products to enable
the  un-banked- 'socio- economic grOups (the. youth ‘and
women) to.access affordable credit,.an initiative which is in
conformity with objectives of Vision 2030 on productivity and
empowerment: of .women. and. youths.. . Co- operatlves will
continue to play a critical role in.not. only the supply of major
farm inputs but also in influencing competitive pricing and will
be encouraged to aggressively venture into the distribution of
_inputs inrural areas. The Government wrll malntarn producer
incentives for continued productaon of all Crops’ and increase

- the co-operative: market-share. by restructunng mcreasmg

_._--credlt facilities. for: commodlty co-operatives,. promulgatlng
-and. operationalizing  marketing: rules for. " the . smooth

:management ‘and.- fair- market;ng the . Co _peratlve'
movement Partscular focus. wrll be on assrstl:ng c_otton co-"

Devetop frameworks for' ;ncreasmg credit facmtres for -

commodlty co-operatlves to spur growth;

(b - Promiotion of value-addition, packagmg and brandlng of

o agncultural produoa marketed through co—operatwes

102

(c). Promoting. the growth. of . strategic input supply co-

_-operatrves that: will create; the necessary capacity to

trade in large volumes of inputs: to take advantage. Of
economies of scale; :

(d) Revitalization  of wable Co “opérative
Farmers SACCO’s to manage local input dlSt buti

_:'.j(e')' 'Promotron of co- operatlve managed .comme

farming and providing housing within a reformed ilan o .;}

 tenure system e
(f) Restructure the marketing fUnotion of: Sta-tutory-
- Marketing - Boards '~ to - ensure - that marketing. i
consotldated to avord growth of bodles W|th duphcate

(g)Extend ﬂscal mcentrves to mput suppiy co operatrves to
o undertake bulk mput purchases and drstrrbutson |
53(h) .":Pay farmers competltlve prlces (not Iess than 80% of
e the gross mcome net of tax) for goods and serwces -
N e 11 EIRUT R R o I A SRR ENIERA R S

) "'L"lmprove products range through regular product

S __'research and development and carry out promot|on of'
"'3"fffgoods and servrces o

43 RESTRUCTURING AND STRENGTHEN!NG KEY co-
o OPERATIVE INSTITUTIONS

169 Reductlon of poverty among world populatlon by 2015 is one

: nillennium devetop_ment goals It aims at ensuring

wnproved.__ Isvr'ng' standards where one is able to earn: and_
gh. ures that eilmlnate hunger and;

famine Th - Policy underscore the 1mportance ofre _

i i s and’ mstltutlo s whose.-_-

"':prod ce.__ C__ opera ve unro;._-’. for example specralrzed in
the prot:urement of rnputs whrte pnmary co-~ operatlves
“handled” the marketing of members “produce. These
structures had functioned - =i "in"a “controlled  market




amvironmaent where markating boards provided the uitimate

smarkets for co-opoemtive produced commodities but later
dectined under liberdization, Howaver, most co-operatives
have continued to operate with the same structures and
approachas  that  are not  optimat- i a competitive

Canviconment, resulting inopoor performancae of many  co-

170,

opr seatives. For cxample, reducad co- -operative business has
Crenderad- the seovices of Uaions redundant as primary co-
“oparatives developed similar operations’ to - optimize  thair
DIUSINGSS5a5. i s

Fo reverse this.decling, drgent action is _.rcz_g;:-l"ji:r_o_d in 4 arcas:
() training - society- mianagens: e_and_.r'r_u'_}mi_)'er:; on . how o
pr_m“)f'it:]'oly Smanage their - institutions, (i) iuiproving thi
cefhisiency with whicit co-oparatives process and market their

' orc)dm,t, (i) ¢ mmlopmq new methods of mobilizing internal

Momser capitil and/or raising funding through' partnerships,

sand (ivy oroviding technicak-assistance towardssstrengthaning
~ihedsamanagoment s icapacities: s ofaligible. cproducer - co-
copactives. This Policy proposaes: the development of a Co-

- internal c)pnratu)n i structures of thiz co- opea&

oparative Stimulus Package that focuses: onereform of the
itive movement

“to. provide internal choecks: .md bal: mee: 37 response o

confemporary management }‘JH("’H(}O lhe restructuring

Jand-strengthening of: the marnagement co=oper tives: haolds

the key to the Jovarnment's GConomic ¢ and ﬁ'poverty
raduction: aims: Within the co opemt:ve. ,Umuluj Jhitmtive,

_:.tho: (Jovwrnment mtends enoouraqo Publu, Prlvato

)i

"ﬂlplooessrng, .f..ioh(’f'lé_&’. Dyrethrum honey PFOICQH‘?"h.:g and

| Iivestock markntmq

4.3.1 The co-operatives growth stimulus

171.The Co-operatives Growth Stimulus initiative  involves
restoration of the management and production capacity of
co-operatives whose performance declined during the era of
liberalization - through provision of . technical assistance

{including fea5|b;l|ty analysis), preparation.  of: corporate'_f*"’_;.
business recovery plans, besides promoting pubhc private . i

partnerships in providing the much needed. capital. for
‘business. re-engineering. It will include restoration: of. the

operations of eligible co-operative institutions. and societies -
“to acceptable: levels: of financial-health. it will: estabilsh an

- environment. and: promote. specific.: measures: that could

~enable the: institutions. to" evolve into.. democrat___-'__self—-'_'_-

governing: and financially well managed . institutions.. The .

. ultimate :aim:is to restore the-requisite produét:on capaolty,-.

.. .enhanceé efficiency -and/or profitability and competitiveness.
. The key components of the: Co-operative Stimulus Package

~esare (b restructunng of -eligible:-and viable . -dormant dalry
pyrethirum; - fishermen,. . inputs.. supply, - coffee i estoc

- marketing; and: cotton: marketlng co- operatives S0Ci (1

... reform and: - restructuring:-Unions”. . and .. NACOS‘ '

_-;promotlon of niew: fish,  cotton, - coffee, pyrethrum'

... horticulture - processmg and marketing by co-operative s,

- strengthening-of existing: livestock. marketing co- operattves :

- in the ASALs of Kenya ' and :(iv): strengthenmg"__SACCO.'---:-"'_.:..

N . regulatory structures. and capacity to.mobilize . savi 1gs and_____:.:'
- promote new’ mvestments Preference will be give
- operatlve mst1tut1ons and socnetles that meet the. foliewmg-__

'._':;-(a);__ Demon; __r' ed'-a h|gh potentlal to create
age: th co operatave _busn

toco-




{c) Commit them to providing a prescribed proportion
(25%) of the total stimulus budget as matching funds
through owner contributions; and :

(d) = Demonstrate that their stimulus is “consistent  with
: poverty reduction, employment generation and equity

aims of government as well as good enwronmenta!
stewardshlp x

.1he stimulus ‘package WI” carry Wlth it oondrtronalatles for
‘management and institutional reforms. In this. respect, the
- eligible: co-operatives will be- required to present background

information: on the' status of their operations, and highlight
the “nature and* extent ‘of ‘deterioration 6f existing facilities
“besides deficiencies in-human and financial- resources. They
“will “propose: the specific’ management reform  measures
“needed-in each’ ent;ty and formulate a rescue plan. Detailed
““meadsures needed to i Irnprove the governance and: efﬂc:lency

of-the dormant cozoperatives will be’ presented’ in'specific
“feasibility studies: Given the crueial réle ‘of training in"the co-
“operative récovery process; tailored re-training programmes
“will 'be developed ' for the  societies targeted -for “stimulus,

Through-- this  policy “the' Government: ‘underscores  the

“importance of consistent reportlng and: dlsclosure of financial -

“raccounts by the ‘targeted: instititions bes:des maklng
“available sufﬂcrentiy detailed: ™ comprehensrve up to date
' -and authentloated data en thelr performance

_ Government wrtl conS|der 'specrfrc government
- involvement in the rev;va! of strategro co- operatlves based
on percelved potentlal for poverty reductron Wealth creatfon

' '-_=_-_and en_hano_ing

restructurmg and s lm-ulatrng the _--revrval of co- operat;ves
__"partrcufarly in. developed and’ devetopr €
- prominent. co-operative -sector - ‘e.g.Ine Ch na i'Canada
.-Papua new.. Gumea Eth!opra' etc.- The Task force WJ||
:-formuiate a praotrcal and |mpleme'ntabte plan . of actlon to
revrtahze key co- operatlve rnstitutlons ' )

The Pilot phase

174. The Pilot phase of the Co- operatlve Stimulus lnltlatlve
include those societies for which pre- feasibility studies’ and
business ~ plans have already  beén prepared. The
government will assist such societies to put in place
professional management, - to “mobilize and sensitize
members on their responsibility and ‘contribution to  the
revival effort, mobilize and promote contacts between the
elrglble societies and prospectlve donors /investors. In those

. industries requiring substantlat investment resources (dairy
'_-|ndustry,_ agro-food processmg and - manufacturing), co-
~ operatives will have to raise considerable funds to undertake
investment'in new facrhtles acqwsmens and modernlzatlon
of - produohon equrpment._“] :

- : "'_'.'lncIude/promote
___'_-"paetnershlps wnth prlvate mvestors for p rpdse' 0 arsmg{
'addltionai resources. F¢ 7
- capital ' bases, . the _ ourage
amalgamations to enable the !arger entities reap-the beneﬁts'
of the economies ‘of scale. Within this' potlcy framework-“”he
" Government will :_j_atso',encourage_ socretles in similar
'_f_mdustrles but dlsaggregated into- regional - entltres (eg.
_:__rstr_ C ased seoletres)'_ to_ amalgamate and form ‘national
societies to ensure adeq'_' ate'capltahzat;on ' '

432 __jRewtaIizatlon of agro-commodsty__marketmg co-

s "operatlves

175 he Gove rnmen W|tl- encourage commod;ty marketlng co-
L 'atlves o (ool ld onal capitat nd”'n_vest in product

i value-ad activities, " identify
"'products and
trade Co-

: "'-i';m' 'de'velopment and.- rmpiement"fea3|ble marketrng strategles




4.3.2.1 Stimulating the growth of airy co-opaeratives

176.

The dairy co-operative societies have not fully recovered
from the ramifications of rapid liberalization undertaken in the

1990’s. Many of them have lost their competitivenass due to

milk wastage during transportation for lack of officient road
network and milk coolers. The adverse ¢ effects  of
liberalization fed to collapse of some dairy co-operative

socicties due to inaccessibility to markets and at times

rmportatron of cheap dairy" products ‘thus - intensifying
oompetrtron to the Ioss officient looal produrerb Other

‘weaknesses - are. poor qualrty feod  stuff and drugs,

_.:__'moonsrstent producer prrces, poor farmer Imkaq 'wrth the
‘tachnology providers and oxpensrvo techmral services and

; rnputb Some of tho broador opportunrtres avarl Jb!o to revive

- potential

7

T".(Botswana) tho EAC and COMLbA blocks

Conom_ro envrronment thdt is '(‘onduorvo "'to attraotron f
_ rnvebtoro, 8 and ' expan ive rogronal market
opportunities” moludlng the Mrddlo E:ast bouthern -Africa

Fhe dawy co oppratrves strmulus componont focusos on
botvrnq the. problemb of milk’ wastage and |mprovmg milk

_ marketrng through r(,structurrng and strengthc,ﬂmg the
' 'management of darry COo- operatwes Tho Pifot initiative: will

_markets. T
. amalgamate or share fa_ _
. operate. plants aimed at lengthening the she
_.and_milk products bemdes _provrd"ng e

involve supportmq the New Kenya Co operative Creameries
and other elrgrble prrmary dairy co-operatives.  whose
fe: asrbrlrty s’tudres have been done, to make them more
effrcrent in" their operations and expanding” ‘their * ‘export
The. policy “encourages - dairy co- -operatives to
fies/services, and to invest in and

178. The' goal of the cotton processmg and marketmg co-

operatives stimulus initiative -is: to reduce poverty in the
cotton growing areas of Coast, ‘Western, Nyanza, Eastern,

-life of the milk
on_ services,

and parts of the Rift Valley provinces, by improving cotton
co-operatives’ capacity to undertake production; processing
and. marketing leading to increased incomes to members,

The benefits of this initiative will accrue. :'to farmers, ginners
_.and traders.in agro-chemical equipmant, transpostars, textile

millers, cloth makers, yarn makers, seed cake manufacturers

~and cotton seed oil refineries. - Opportunities abound under
the AGOA initiative where countries are free to export textile

made from local yarn and cotton _u_nlikr, the current situation

- where imported. yam. and cotton are used. otmrt 1rly over 52

textile: mills ragistered in. Kenya require over 140,000 bales

per.year but today. these. mills: compete. for. tho little cotton
ssproduced and heneg: oporatr, below ¢ ,.apauty Whrio others
~have been forced:. to. close. down. . Wrth the.revival of the

_cotton sub- soc,tor the%o mills would be oporatronal create

employment.as well as produce:yarn for. both f—Pé and for

oexports Phe smalls 5r,ale cotton co:operatives: procof‘*mg and

smarketing sfimulus: er target about -900,000. small scale
ccottongrowers: who are: members: of co-operative societios.
s Cottons eoroperative. munbers erE be- unpoworuj through
= education.and: training - proqrammos - on, appropriate
- :-'-.ter hnoioqy on cotton productlon s

tsmulatmg the qrowth of fl rmen co opm‘ 3twe
expiortatron of

prrvate se(‘tor in procebsrng activities
'sh_ oanmng smoked frsh flbh meat,

burtdrng,-'___ &
conservatron and_-- t te
:_.__-rncreasmg or: restonng the ﬂshmg storage: and preservataon




capacity of local fishermen co-operatives followed by
establishment of value adding fish processing facilities.
implementation of a stimulus package for fishermen co-
operatives will lead to inereased production, processing and
marketing of fish products through improved methods of
fishing. Improved storage infrastructure and marketing
system-will enhance the ability by fishermen co-operatives to
control and regulate the supply of fish to markets thus

ensuring price stabilty. ~ There will also be improved

‘sanitation and supply of water along landing beaches.
Proper environmental conservation-and -management will
guarantee sustainable- utilization of the fisheries resources
while strong: co-operatives will accord opportunities to
improved ‘sensitization and mamstreamrng of gender and
H!V/AEDS rssues ' AR

4 3. 2 4 Stlmulatmg the Growth of pyrethrum co-operatwes

180 Kenya produces 70% of the total World output of pyrethrum
-Of'this; 90% comes' from ‘co-operative ‘societies. ‘Pyrethrum
“production declined from 18,000 MT in 1992/93 to 4,000
metric tonnes in 2002/03 before rec:o\'iering: to 11,000 tonnes
in 2009. Although pyrethrum “production is expected to
“increase, the increase will primarily ‘come from small‘scale
co-operative’ farmers. The Government will contlnue to assust
“the 'small-scale farmers to improve yields and the’ pyrethrln
“content of the flowers through better husbandry: and the use
“of |mproved varieties. The Government ‘wilt examine the
”possmlltty of mcreasmg representatlon of co- operatlves on

““the Pyrethrum Board of Kenya to reflect. their share in the
""""'tndustry “The Government will also encourage the. production

“of end use pyrethrum products with'the aim of expanding the_

‘local  market. An increase in pyrethrum .---pr_oductlon

¢ "expected pnmanty to emanate from smal|~scate'co operatlveg _

farmers

4 3 2 5 Stlmu!atmg the growth of westoc c

181 Most of ‘the’ hvestock'_slaughtefed_j |n.major urban centres
today orlglnate from' Arid “Semi-arid 'Lands. In¢spite of

“'the available potential, the areas have the hrghest |nC|dences*-r

110

~are also low. There is, therefore, need to integrate ASALs

o tapped for the benefit of the people living in the regions. The
few livestock marketing co-operatives in the country are

~ capitalization, lack. of capacity, lack of markets, among
~others. The. pnvate sector shies away from ASAL areas
._:because of poor. |nfrastructure msecunty and low populatton

'-somet:es -while . strengthening livestock.  marketing . co-

livestock sales. in order to iincrease income and’ general

..-operatives. wrll be encouraged o venture into transportatton

...of live anlmals meat. and leather to. urban markets bes;des
o estabhshmg co- operatlve managed abatt01rs and Al services.
.+ The Policy . addresses the. need . for procurement of

;refrlgerated ‘and other. vehlcles by the 300|et|es besides

.. :proper and. sustalnable anlma! husbandry and protectlon of
~.environment. . to ml_mmlze degradatlon of the so;l and

4 3 2 6--Stlmulatmg the growth of coﬁee co-operatzves

: .;_-'sector plays 'in 't
;ig_part'-__u_larly. in. the ru_ra__ areas. [n the 1990’s, coffee farmers

'-?:-':after the wmd'of_'I|beralrzat!on;-blew across. Afrlca Faced with
-:'the product:on and marketlng probtems,_'the coffee farmer ¢ E
" became disillusioned.  While the Iarge -scale: and ptantatton

'scarCIty of productlon resources pushed the small scala
farmers’ output lower. [n order for Keny: fo reclaim iw

t

of poverty avelaglng about 85% and very low gccess to
basic social services. The infrastructure per- cap|ta s very. .
low compared to other parts of the country and literacy levels

into the overall development strategy of the country so that.
the resources which are in abundance in the region can be

performing below expectation due to factors such as under-

among others. Thts Stlmulus Policy Initiative will promote
the formatlon and revival of livestock co- operative marketing

operat:ves that will target pastorallsts the Arid and Semi And
areas so as 1o enhance livestock marketlng and lmprove

standard of. living . of the pastorahst commumtles Co-

o _ognlzes the key contributlon the coffee "
~economic deve!opment of the country

llenges and dlfflcultles partlcu!arly

coffee farrners could. afford ‘to mobilize resnuves the

posmon |n the wortd market and contsnue to enjoy premium




prices, it will need to invest in production of high quality
coffee and ensure its production is reliable, sustainable and
predictable. Marketing will be key to the resurgence of the
coffee sector as Kenyan coffee is reputed worldwide to be of
the highest quality. Co-operatives- will be strengthened
through institutional restructuring and’ capacity building,
including development - of strategic partnerships. Value-
addition will start at the farm level through- provision of
advisory services and marketing information to the farmers
and cooperative  societies, roasting, grinding; branding and
pa'ck‘aqinq while branding will involve describing the rare and

“unigue’ value of Kenva roffee tdenhﬂed by classmuatlon and

1.3.3

'ongm

“Qther fnr-al areas for revitalization of sommodity co-

B opemtwea

.'.183;'

Bee keepmg Fhls is’ morea‘smg!y becomlng an: rmportant
economic activity in the ASAL-districts. - Efforts il be made

to promote bee-Keeping-as an tmportant ‘economic activity to

create wealth and generate ‘income -for the- communlties
living “in- ‘théseargasi’ Co- operative’ societies will  be
encouraged to establish ‘honey refinieries to procass honey

“for” both’ domestrc and- export ‘markets:. Other-agricultural

'oommero:ahzatlon mshatrves that:will = be supported -and
"promoted through ‘go-operatives - include promet!on of

irrigation’ co-operatives: in: the: semi-arid -areas,: “production,
processing- and - marketlng of:roots: -and: tubers, bixa and
medicinal " plants . to "generate wealth and emp!oyment

_'oreatton The Government wilk also encourage co- operatlves
"o establish storage  ai
“hortigulture producir

.xtractlon factories e the
careas with a vrew ‘to increasing ‘Unit

“value, shelf-life, reduce weight and explore: export markets.

':'-:Co 'op'e'ratives from these areas will be supported to venture
B '_jf?'lnto _:hortrcuttural act,vstles for purposes of Weatth and
em’ptoyment oreatlon

4, 4 COMPLFM&:N TARY POL CY MEASURFS
4,41 Promotmg Pubhc “rwate t’ar‘t:&nrehlp

184 in many deve. .ping :

':_'_Wlth the aim of fostering thair gr
differences. The feasibility - of “creating

~will foctis on harmonizing the work of the vanous partners..
“and providing additional support’ to’ co- operative ’:rrrgatron;*_ﬁi
" input supply and housing groups so that they may’ ccess-_r
financial assmtanoe ' : SR

fi:nhancmg mier-sectora! Emkages and networkang""

In Kenya, co-operatives need to form ' and operate as
;_:_:"networks Untll networking comes into fashion co -operatives
. will be unable to break their lsolatlon build ‘syriergies and
“take advantage of economles of sca!e' ‘Kenya’'s co-

“uthey -will be-able- to share: information-and: services with

_ties - with.. a number of government: depa_rtments and
'organazatlons_,nclud!ng Investment Bank'

“-receivestrategic information and- advice from: universitias
it an‘interest in co-operative-related resear:

"”.governments “and  co-

operataves forrn cto?se ‘- busanebs "'artnershtp “with  co-
i : "'s-_that generaily

partnershtps between co- operatrves an
will be carefully analyzed especially in t
upgrading, agricultural input .

manufacturing/blending, and development_o
operatives to menticn a few. In the short term, d cuss n_

operatives need to ‘build extehsive networks -through ‘which

various ‘partners: Depending on the sector; they: will devetop

Ministries of
Agriculture, Fisheries and Hous:ng “Co-cperatives  will

sk Sectoral co-
operative unions and associations “formulate  and
impiement joint sirategies to suppo't and develop co-




(e) ‘Achieve an-increase to:600; 000 direct jobs:within: the "~ ¢ .

SBBOOperatrve movement and 2 mlltlon lndlrect JObs by

(f}  Increase growth ih co- operatrve lnvestments by 15%
annually by 2015 )

operatives in their respective sectors. They will also provide
specialized services that will ensure the growth and survival
of co-operative enterprises.

4.4.3 Promoting reguiar research on co-operative
contributions to Ioca! and national economy :
(@) Increase survival of co- operatsves and malntam a hzgh
co-operative survival rate in agrlculture housmg,
financial services, SMEs, and other formal- sectors from._:
the current 70% to 98% by 2030;

(h) __ Broaden - networks with’ prlvate investors and ?
o ;deveiopment partners and c enproend BEE ;?

(D-I; . Develop.an effective Corporate Social Responsrbrhtyﬂ_ .
: framework for the co operatlve movement -

*186.Up to now, studies on the role of co- operatrves mal.nly focus
on their performance in terms, of reglstered numbers,
membershlp, turnover and asset portfolio. However, it is
rncreasmgly |mp0rtant ‘to broaden research to mciude the
real contrrbut;on of the sector to GDP beS|des analyzmg the
challenges of economic globalizatron to the co-operative
movement. Studies on globalization and its |mpact on co-

_ operatives will |dent|fy sectors with good. potentlal for co-

' operative growth and perform an ana[ysns of sectors where

“the co-operative system could spur faster devetopment

45 PROJECTED GROWTH TARGETS

187 Impiementatlon of. the Poilcy measures W|Il spur growth not
: oniy in the co-operatlve movement but also in the assocsated_
sectors of the economy . namely, agrlculture financial
services, ‘housing, manufacturing, trade, etc. Buﬂdlng on the
current growth momentum and the ongoing governance. and
-legal reforms, the Co- operatlve Development. Policy. targets
for the sector between 2009 and 2030 ;nctude the followmg

(a) Increase actlve membershlp of co operatrves by 1 5%.
— __'.'__annuaily by 2015.and support the establishment cf new
o CO- operatives ln [rrlgatlon agrlculture micro- credlt and_ :

lmprove the marn co- operatlve performance |nd|cators
- harnely. total: saies share~cap|tal and totai assets by 15
% annus ’by 2015




§ ENHANCING THE INSTITUTTIONAL FRAMEWORK FOR
CO-OPERATIVE POLICY IMPLEMENTATION

188. In order to realize the goals and objectives of this policy, the
Government will establish effective participation  and
coordination mechanisms for all stakeholders to ensure that
the:r collectlve effort is directed towards common pursuit.

51 THE ROLE  OF 'GOVERNMENT .;IN:-.: POLICY
IMPLEMENTATION

189. ln order to ‘meet the objectlves of thrs Paper co- operatrves
-~ will requrre a stable -macro- economrc environment and
security.  The - maln “role ‘of government ‘i policy
implementation - “will* thereforé be “'the 'creation and
mamtenance of “an “enabling macro-economic environment
“for - co-operative pafticipation in- not only processing and
marketing of agricultural commodities and support to
production” activities through provision of credit and inputs
but also in domestic resource mobilization, trade and
" investment opportunities. The: government  will provide
services stich as security, favourable’ taxation regimes and
infrastructure and support co-operative efforts to participate
in economic development Other roles by Government will
-rnclude the followmg— R : :

(a) Review and formulatron of sector specmc regulatory
frameworks for effectrve |mplementatron

: (b)_.-_-.Assessment and approval of pollcy |mplementat|on

- .. .plans. before. presentatlon to treasury. for fundlng and

. thereafter . monitor ...and.. evaluate progress  in
rmplementatron '

(c:)'.:'-r.-.Provrde regulatory and oversrght functrons to the co-
operatrve sector m order to burld publ:c conﬂdence

('d)_.: Coordmate wrth other mrnlstnes/departments and
county governments to ensure that co- operatrve issues
N are taken mto account in the|r plans :

| (e) Monrtor the performance of the co- operatrve sector in
order to improve operational- standards so as to
encourage more members to participate in the sector;

116

()  Promote adoption of new: technology and facilitate the

transfer - of technology and information -as well as_:'-"f”f*

assess complrance with environmental i ;ssues ‘and

' r-(g) Generally promote the co- operatlve busmess model as
| the preferred approach to: - empowerlng ‘the
underpnvrleged in socrety.

5 11 (_:_oordmatlon of Polrcy lmplementatlon
190 The Mrnlstry has technlcal and serv;ce departments through :
L “which policy implementation will be fast-tracked, coordinated
and monitored. For effective: |mplementatlon of the Policy;
there - wrll be need to strengthen linkages between the.
M:nrstry, County Govemments ‘and  the Co- operatrve-
L _Movement Other linkages: for fosterlng partnershlp are with
the Nhnrstnes of . Agnculture Livestock Development
B Frshenes Development Finance and Development Partners
'_-__---:an_d NGO’s, This Paper seeks’ the involvement of the various

__ _government departments coonty governments pnvate civii
society, and. development: partners’. -agencies -in. promotlng_:
0- operatlve ‘development. within their- respective areas of -

L respon3|b|lrty By combmmg the efforts of:all stakeholders in-
- the  productive and - social sectors. namely “agricuiture;
flnancral servrces trade mdustry, educatron administration, -
planning; etc; “the Co-operative: Development Policy aims:to--
create multiplier effects and make co- operatwe development.
a Iong-term development agenda |

cne for. Natlonal and '-_County.__
-h monrze therr eﬁorts in support of €O

117




192.

particularly by celebrating the successes of co-operatives in
the various sectors in which they operate.

A Policy -implementation structure {National Co-operative
Policy Steering Committee - NCPSC) constituting the
respective Ministers of  Co-operative Development and
Marketing, Agriculture, Livestock Development, Fisheries
Development, Finance, and Office of the President as well
as high level representation” of Development Partners and
the co-operative movement will be established to formulate

"'policy lmplementatron gurdelunes '_ oversee . resource

mobilization ‘and take stock ~ of - progress _in_ policy

" 1mptementat|on A Co- operatrve Policy lmplementatlon

':'_"Pnncrpal Secretarses and relevant heads of Department and

Technical Comimittee (CPITC) ‘will be established under the

“Principal Secretary, M|n|stry of Co- eperatrve Development
and Marketlng with™ the Commissioner provrdmg the

Secretariat. The Technlcal Commlttee will bnng together the

“Directors ' in the relevant mlnlstnes as well as_(technical)

_ representatlves of development agencres the co- operatrve:'

" movement and beneﬂmanes The technical commlttee will

o :Ievels

193.

foversee and approve preparatlon of annual ‘work plans andf:
_ '_budgets and proper management of resouroes and _prowde"
" advice to 'NCPSC ‘on“the requn"ed ‘technical '

technical commlttee W|Il be repllcated at Count"_:_:'_:' nd

Given the' diversity “of “ the " co- operatwe “sector,  the
implementation framework i is ther_efore structured at all_ levels

""_from natlonal mrddle and _:_'_Iocal'levels

18

- and execution of development priorities for co-operatives is.

vested with key stakeholders in the co-operative movement

cand their institutions.

5.2 The role of apex soeiety in Policy implementatifon

194

The apex socrety w1|l be the mouth pleoe of the co- operatlve
movement in the country and outside - the : country.

' -..-.--'Consequently, the apex society will "be restructured,
- professionally .- staffed and: capacity. built to..meet its
mandates. There will'be need to develop a strong lobby for

< the movement in matters that affect their survival: In addition

'_"'the ‘apex society will provide research and consultancy

I " services to the: movement to guide co- operatives on prudent

= policy options and busrness mvestment opportunltles within

: -.-:_-thelr spheres of operatron

U “Kenya, the National Co-operative Organizations - will:be

.-The role of NACO’

In runnlng an efﬁcaent and effective: co- operatwe system in

- required -to- participate’ fully: in.their. members’- growth: and
. development by conducting members” education; specialized
- trainingand: participation: in- the development. of - ‘opérational
< manuals for ‘their affiliates -andinstilling good : corporate
.-_gevernance They wrll conduct regular management audits
~-apd’. inspections: “and - infuse professionalism -into: their

« affiliates’ management. \NACO's - will“providea: forum: for
- members to consult and propose future collaborations while
secinterdinking T their:

fflllates ‘nationally.:~and regionally . either

=« rdirectly  or: “through: the: apex co-operative: society . for
--:.-.'collaboranon beSIdes prowdmg research and consultancy

g '-_.--servrces

196

5 2 2 The role of Secondary Co-operatrve socuetses (Unsons)

Secondary co- operatlve somet;es (Unlons) have'a: ma;or role
to play in the: development of co-operatives in their areas of

- operation. ln: order to perform: their-roles well, ‘the
: _--:government will-consider writing off their debts to' give them
“vachew impetus to - perform. “The: unions: wrll therefore be

PR
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expected to offer bookkeeping and management services to
their affiliates, bulk purchase inputs and merchandise goods
for their affrhates and organize centralrzed transportation of
commodities for their affiliates.

5.2.3 The role of primary’cmoperath)e societies

197 Prlmary CO- operatrves prov;de the platform through whlch
ordinary members -come into. contact with the: co-operative
movement.: It ‘is: therefore imperative  that -primary  co-
-operative: societies be well- managed provrde fast and

. efficient services, and prOJect the . lmage that: will attract
_citizens to desire to belong to or.form co- operatlves Prlmary
co- operatlve societies. will be: guided to -organize their
members: to effectively: understand their - roles.-in  the
fulfillment of the objectives: of: this. policy: and: to: undertake
education and training of their members |n conjunctlon Wlth
their secondary socret|es L : S

5 3. The role of fi nanc;al |nst|tut|ons

198 Although the co operatlve movement has developed t
.-sources of: funding its-activities and programmes; the: funding
~sis not: adequate -and acce55|ble to-all: Therefore the formal
e =.f|nano|al institutions. will ' be expected 1o brrdge the gap

'-'partlcularly in providing long term financing of working capital
. -and -on:lending:- to co-operative . members: for:. various
R .'enterprlses On: lendrng activrtres w;ll be reserved especrally

.' ope'ratrves W|Il'be enooaraged to form' al.lrances
' attract better fmancmg terms:.

1 order to

54 The role of development- pa':rtne'rs- in. pursuing}-.Polioy
objectlves : e N L

199 Development '”partner oompris'e :"reéional .CO- oper_at|on
organrzatlons bllatera' ~and.. multllateral donors and
-~ ¢charitable organlzatrons Reglonal cooperatron organzzanons

120

such as EAC and COMESA provide opportunities for
expanding Kenya's market for goods and services. They also' .
provide synergies for dealing with cross-border issues that
impact on the sustainability of co-operatives such as non-
money laundering and remittances of co-operative dues for
members by companies operating abroad especially, tourist
institutions. Development Partners are" critical in not only

providing technical assistance but also financial resources fo

implement programmes. They will assist in shaping sectoral
policies-and :articulating. areas. or - conditions for support.
Development Partners: also play a role for providing: trade
information locally, natlonally and .internationally to improve
access to markets and reduce market distortions. However, -

the main: role for: Development Partners will-be {0’ prowde__
funding ‘to: fill gaps: that the. ‘government. cannot ‘otherwise
cover.: This is crucial for other: stakeholders to re- establlsh"_'“_"-
themselves in the co- operat;ve rmovement. The
Government will: continue: to link-the co-operative. moveme"]t_.
with development partners for effective " and improved
collaboration. . and sustarned co operatlve growth and s
development

12t




6 POLICY IMPLEMENTATION MONITORING AND
EVALUATION FRAMEWORK

200.The implementation  Matrix = for . the Co- operatlve

(a)

)

(c)
(d)

(e)

201.

Development Policy indicates critical actions that must be
taken urgently as well as in the medium term. The matrix is
informed by the key policy measures and actions that are
contained in the Policy.. Broad-based actions and outcomes
are- listed.. . The costs for. the implementation of - priority
actions |dent|f|ed in-this Paper will.be shared between the
National - Government, County governments, ‘development
partners - and. the: co-operative - “movement. -Significant
technical and . financial ‘assistance - from . development
partners is envisaged. For a. comprehenswe implementation
of the policy; the major-activities that need urgent fundlng
from government and its partners rnclude the followmg, :

Inst:tutlona! reforms |n terms of poIch, Iegai and regulatory
reviews:; . s o e

Capacity’ bundrng and training to enable the movement cope
with dynamics of a competitive economy in addltlon to
providing - investment capital. in - support.. of - ~priority
development programmes and a. requisite - infrastructure
supportive of co-operative activities and programmes

Prowdmg seed funds to facilitate estabhshment of a stlmu!us
prog ramme for key co- operat:ve sector growth

Prowdlng fundmg for. co- operatlve marketing and researoh
activities; and. . ; : _ =

Facnhtatlon of the deve!opment of essentlal management and
governance manuals

It is enwsaged that the foundatlon for |mplementatron of the
Co-operative ' Development: Policy - will- be " laid - over - the

~medium term (2011 = 2015), durlng th:s penod most issues

'pertalnlng to operationalizing this pollcy,,rewewmg the
Telévant - statutes, establishing support prégrammes and

developing flnanolng instruments. will -be concluded. its
implementation will' go hand in hand ‘with - ‘measures being
taken by the Government to realize the Vision’ 2030 goals
and objectives. This will run in conformity te and will form

122

.. sector, Specn‘lc focus wutt be geared towards enhancmg__ he
_;__.reguiatory and institutional framework and improving detlvery
':'_'of_;- adv_lsory and co operatlve exten_s;o__n '-'-serwce to |mprove

. _-;f:fundmg requured-r 0 revamp the co operatlve sector and_ to
.strateg;' alty mptement'*pohcy optlons canvassed ln thls

part of the broad national development policy under the
social and economic pillars with regard to economic reforms
and poverty reduction. Despites the resource limitations
facing the sector, the various policy. measures in this Policy
are considered integral to the - -development of the co-
operative sector both as a contributor and. complementer to

‘other broader national devetopment initiatives and hence

require innovative flnancmg ‘options “to succeed. This
endeavor recognizes the need for a blend of resources,
members’ subscriptions, public finances, borrowed funds
and development partners. For weak sometres with: potenttal
and bright business: prospects, financial institutions are
looked unto to syndicate local and external credit for on-
fending to societies and uEtlmateiy to members. To qualify for
these flnancmg options, co-operatives:will be encouraged to
form alilances in order to attract better t" nancmg terms

202. Given the lmportance attached to stamulatmg a rapld gro':'_th

of the co_operatlves sector, it is preferred to fastutrack he
|mplementatlon of actions in some cratlcat area_' ; '
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