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I am currently Chairman of H.C.D.A which established by the Ministry of Agriculture in 1967. In 1968 to 1979 I was Permanent Secretary in six Ministries – Commerce and Industry; Economics Planning; Agriculture and Animal Husbandry; Water Development and Tourism and Wildlife. I am also currently Chairman of a Task Force on Markets- Terms of Reference are attached as Appendix 1. In addition I am also Chairman of Steering Committee for the Upgrading (Upgrading) of Nairobi Wholesale Market.

In 1974 I purchased a coffee plantation at Thika. Marketing of coffee streamlined. The Planter pulps and cleans his coffee; it into parchedment which he delivers to the Kenya Coffee Planters Union; Union milled the parchment and grads it; then, delivers to the Coffee Board for selling through Auction. The small scale producer follows the same process but using Co-operative Societies. The purchasers of coffee export most of it mainly to European Roasters who the blend it, brand it and sell it to retail outlets.

The description above shows there is adequate market infrastructure for Kenyan coffee. Payment to producers is on the basis of First Payment; interim payment and Final payment at the end of the Crop year. Of late there are private Corporations which handily and sell their own coffee plus some delivered to them. They pay the owners through mutually agreed method. This also true in case of milk marketed by Kenya Co-operative Creamery privately which is owned by producers who pay the producers on a monthly basis.

Kenya is No.1 exporter of tea although India and Sri Lanka produce more – but the domestically consume more. In 2006 the Tea Industry earns Kenya Shs.47 billion. Of the total production and sale small – scale farmers produced 62% from 57 tea factories. Kenya Tea Development Agency (previous, Authority is the King Pin in this success story. This is highly columendable.

I can go on and on and describe how sugar is produce and sold by Companies; pyrethrum through Board; fish marketed by private corporations; meat by Kenya Meat Commission – etc.

All I have described above is to emphasize that for any success to be achieved in Agricultural production and marketing there must be a suitable market infrastructure, which also properly and efficiently managed. The physical market must be properly designed and adequate to cater for the genuine requirement. In Kenya, East Africa and beyond this is the real crisis as far as the Horticultural Sector is concerned.

The infrastructure for export is very good but for domestic market there is gross neglect.
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The Participants, The Organizer, Ladies and Gentlemen – all protocol observed.

I was invited to speak in this Forum on the basis that I am knowledgeable on most aspects of the performance of the agricultural industry in Kenya. In 1974 I bought a coffee Plantation and produced and sold coffee up to year 2000 when I sold portions of the plantation but retained 150 acres for farming French Beans and Runner Beans for export to Europe. I am also a large-scale producer of Eucalyptus for power line poles and other wood products.

From 1962 to 1979 I was senior level Civil Servants having been for 12 years Permanent Secretary in the Ministry of Commerce and Industry; Economic Planning; Agriculture and Animal Husbandly; Water Development; Lands and settlement and Tourism and Wildlife. In the eighties I was for three year Chairman of Agricultural Finance Corporation and for two years Chairman of Egerton College of Agriculture. I am currently Chairman of Horticultural Crops Development Corporation. I am also a Director of Africa Harvest Biotech International whose vision and mission statements are attached (Appendix)

In addition I am a Director of African Agricultural Capital (a bank) based in Kampala – Vision and mission attached (Appendix).

So, I agree, I am very involved in the agricultural sector.

Executive summary
Markets are an essential component of any agricultural system, especially for horticultural crops. FAO has been addressing wholesale market development issues in all continents for the past forty-six years. Currently, there are debates as to whether markets in larger scales are needed in light of the rapid changes taking place within the food supply and marketing chains. Changes such as expansion in direct marketing between large scale farmers, smallholder farmers and the food marketing chains including hypermarkets.

In Kenya, the farm structure and marketing system remains fragmented, cooperatives and farmer groups are largely under developed and there is need to provide farmers with effective and profitable marketing outlets for the produce. Markets are basic instruments for promoting competition and improving public health and food quality control. In this era of food safety and hygiene, with the EU imposing strict measures to ensure that the food exported is harvested, packed and marketed/exported under highly hygienic environment/conditions, it is of great importance to have a market that is adequately located, sized and well managed. 

In Kenya there exists major constraints in the infrastructure of markets. For example, Kongowea market was designed to provide the market pull for the growing production capacities of fresh vegetables and fruits for the coastal region and upcountry regions. Unfortunately, the management of the market did not work very well and as the years went by the market could not hold the produce as it increased in quantities. The resulting congestion has caused piles of waste and great losses to farmers / producers / retailers / wholesalers. Wakulima, the only known wholesale markets, has also deteriorated and is now even a retail market. This has resulted to losses amounting to 70% of the perishable horticultural produce.

Overall, wholesale market development, in Africa has essentially lagged behind the needs of most of the countries. In general, dedicated wholesale markets are only found in the capital cities and these often serve a combination of wholesale and retail marketing functions with the concomitant problems of heavy congestion, waste, pollution and inadequate facilities. In many cases, the wholesale markets were erected during colonial times, when cities were much smaller and the traded volumes were much lower, with the result that today the markets are too small and spill over into adjacent, unplanned and generally unsuitable areas.

In Africa, wholesale markets are generally viewed as public facilities, which are financed, built, owned and managed by municipalities. Dedicated market corporations have been established in the newer markets e.g kariokor wholesale in Dar es Salaam. Wholesale market revenues are seen as important sources of revenue for the municipalities, and in many cases, they make little or no provision for maintance and development of the market facilities with consequence that many markets rapidly fall into a state of disrepair and cannot maintain adequate facilities and services.

 In Kenya, East Africa and beyond inadequate market infrastructure is the main bottleneck in the horticulture sector. The infrastructure for export is well maintained but for domestic market there is gross neglect.

Proper, efficiently operated market infrastructure would therefore automatically encourage production of larger volume of all types of produce which in turn would translate in high all round business at various levels of the value chain, at the same time ensuring adherence to food safety and hygiene measures.

In this regard, the government, local authority and financial corporation need to participate in financing infrastructure development in areas, which are suitable, to ensure markets structures exist to benefit the farmers, traders and consumers.

Introduction:

Markets are an essential component of any agricultural marketing system, especially for horticultural crops. FAO for example has been addressing wholesale market development issues in all continents for the past forty – six years. There presently growing debates as to whether wholesale markets for example, in larger scales are needed in light of the rapid changes taking place within the food supply and marketing chains. These changes include and expansion in direct marketing between large farmers, either in groups or as individuals, and the increasingly integrated food marketing chains, represented by hypermarkets, supermarkets and chain stores.

Despite these recent and emerging trends, it is my conviction that the correct question we should be asking is not: “ whether food wholesalers and retailers still need central wholesale markets” but rather, “Do farmers require or still need fresh produce markets”? There is no doubt that developments in food retailing, especially the growth of vertically integrated distribution arrangement, have significantly affected the functioning and viability of markets, particularly in the developed economies. However, one should also examine the effect of this increasing concentration of purchasing power in terms of whether farmers are indeed better off under an increasingly oligopolistic marketing structure.

From my experience in Kenya, I believe that in those countries where the farm structure and the marketing system remain fragmented, and co-operatives and farmer groupings are largely underdeveloped, markets (wholesale or retail) are still needed to provide farmers with effective and profitable marketing outlets for their produce. In addition, to facilitating farmers’ access to the marketing system, markets, if adequately located, sized and managed, are basic instruments for promotion competition and improving public health and food quality control. This thereby lowers and stabilizes consumer prices and reduces post harvest losses as well as urban congestion and pollution. The high rates of urban growth in African and Asian developing countries, will continue and create a need for both expanded and new wholesale markets for example, especially in the rapidly expanding ‘secondary’ cities in many countries.

In view of the need to support improvements in market infrastructures, i.e. wholesale and retail markets, issues relating to planning, design, management and operations, have brought forth many Policy and partnership discussions across the public and private sectors. The importance of efficient and well-managed markets is also an important factor in as can be noted from FAO’s initiative on “Food Supply and Distribution to Cities” which focuses on sensitizing governments, municipalities and local authorities on the need to further their knowledge and plan for the rapidly increasing food needs of their expanding cities. Adequate, efficient food supply and distribution systems are a key factor in determining the population’s access, especially that of the poor, to affordable and safe food products and issues affecting the efficiency of wholesale and retail markets infrastructure need to be addressed. This supply system also ensures that the final value chain is complete and benefits both the producer and consumer.

Other Experiences from Asia and Southern Africa

Significant market infrastructure (wholesale markets) development has taken place in most Asian countries. In the 1970’s the Indian Government realized the importance of wholesale market development and introduced the concept of ‘markets of national importance’ in which it promoted the development of wholesale markets in each of the States and encouraged States to formulate Market Master Plans to promote the development of regulated wholesale and assembly markets. From the 286 regulated markets in 1950, India now has 7,161 regulated markets (March 2001). The predominance of New Delhi as the main wholesale market of the country in India. It is both as a Terminal market and a Transit market is a matter of concern in India. It is estimated that over 30 per cent of the produce going through New Delhi’s Azadpur wholesale market is in fact produce originating from a different State and going to another by transiting through Delhi due to its transport links and the belief that Azadpur is the market that truly reflects market prices. One can imagine the savings that might accure to framers and consumers if produce was directly transported from the producing State’s market to those in the consuming States.

Like India, Korea has strongly invested in wholesale market development. In 1985, the Government was unhappy with the conduct and performance of the existing private wholesale markets and embarked on a Public Wholesale Market Development programme, which envisaged the construction of 34 new large wholesale markets to serve all major cities. In 1985, the Seoul Wholesale Market began operating and 21 wholesale markets had been constructed by 1999 while a further 11 are under construction today. The Central Government provides 70 per cent of the financing costs while the remaining 30 per cent comes from the local governments. Just as in India, the Government of Korea has intervened in the conduct of wholesale market operations and trading practices.

Thailand has the most diversified wholesale market ownership and management structure with wholesale markets being owned by the Government, Co-operatives and private sector. The largest wholesale market in Thailand is the privately owned Thalaad Thai Market in Bangkok. In Chang Mai public, private and co-operative wholesale markets can be found. A new wholesale market has recently been opened in Kathmandu, Nepal following assistance in its planning and establishment received from FAO.

In Lahore, Pakistan, one of the four fruit and vegetable wholesale markets, which were developed at least 26 years ago, has never functioned, while the other two are only partly functioning. The only fully functioning wholesale market (Ravilink Road Fruit and Vegetable Market in Badamin Bagh), is facing a serious congestion problem due to the high number of lorries, tractors, trolleys and trucks. Additional problems are poor parking, berthing, storage and drainage as well as lack of water and sanitation facilities.

This situation, compounded by inadequate packaging practices, results in poor hygiene and high good losses. Similar conditions are encountered in the wholesale market for cereals, grains, spices and vegetable oil – Akbari Market, one of the most ancient in Asia which is located right in the city center. The lack of implementation of existing laws exacerbates problems. Services and facilities being provided by market committees are insufficient for the proper grading, packing and storage of food items. These agencies only spend a minimum percentage of their earnings on the provision of required facilities (The Market Committees’ funds have been frozen since 1993 and this makes any maintenance and improvement impossible).

In Kenya previous work and initiatives with GTZ, HG Gauf Engineering, KFW and the ministry of Local Government, experienced a mirror image of the above problems. Kongowea market was designed to provide the market pull for the growing production capacities of fresh vegetables and fruits for the coastal region and upcountry. Unfortunately, the management of the market did not work very well, resulting in the confusion has caused piles of waste, emergence, dirt, low hygiene and cartel like tendencies are also thriving in Nairobi’s only known wholesale market, Wakulima, which has now been infiltrated by retailers. The outcome has then been up to 70% losses to farmers of their perishable commodities as traders dump excess supplies when they have no where to take them

In all this mess, the farmers who work very hared at the production end to deliver increased volumes of high quality produce continue to suffer. The use of traders rather than agent systems could be sighted for this challenge being faced by the farmers who are at the one end of the value chain. Wakulima market for example was developed over 44 years ago on a 3 – acre piece of land. Today, Nairobi has a population 10 times bigger, and we still depend on the same size of the market with its limited amenities. For a market that is serving more that 3000 traders, with about 650,000 MT of produce annually, the farmers can only be the losers, in the chain.

However, closer consultation with the market users to obtain a better understanding of their precise requirements for space and storage would prevent some of the design flaws now encountered in the older markets infrastructures. A modern market should be able to handle more produce than that required by the city itself. In fact, it is should be estimated that only 40 percent of produce handled is consumed in the city, while the rest is redirected, primarily for export to other cities and towns.

Overall, wholesale market development in Africa has essentially lagged behind the needs of most of the countries. In general, dedicated wholesale markets are only found in the capital cities and these often serve a combination of wholesale and retail marketing functions with the concomitant problems of heavy congestion, waste, pollution and generally inadequate facilities. In many cases, the wholesale markets were erected during colonial times, when the cities were much smaller and the traded volumes were much lower, with the result that today the markets are too small and spill over into adjacent generally inadequate facilities. In many cases, the wholesale markets were erected during colonial times, when the cities were much smaller and the traded volumes were much lower, with the result that today the markets are too small and spill over into adjacent, unplanned and generally unsuitable areas. The poor existing markets are also unfortunately grossly mismanaged. This is misfortune discourages producers and this shows down production of various types of produce. As a result the consumers never have adequate supply. Proper, efficiently operated market infrastructure would therefore automatically encourage production of larger volume of all types of produce which in turn would translate in high all round business at various levels of the value chain.

Likewise, in many countries, secondary towns and cities have retail markets in which wholesaling takes place, without dedicated facilities for wholesaling being available. This situation most probably reflects the fact that, in many African countries, the predominance of the capital city as the main ‘market’ and center of population has meant this is the only place where large – scale wholesaling is considered feasible. However, secondary cities in most of these countries are growing rapidly. The development of upcountry markets as assembly or secondary wholesale markets has increased but there has generally been inadequate planning for these to take on an expanding role. With the exception of South Africa, no country has a wholesale market network. Wholesale market networks appear increasingly justified, not only because of the rapid expansion of secondary cities, which require their own wholesale market, but also as a means to reduce congestion in existing markets in capital cities.

In African, wholesale markets are generally viewed as public facilities, which are financed, built, owned and managed by municipalities. Dedicated market corporations have been established in the newer markets e.g., Kariokor Wholesale Market in Dar es Salaam. Wholesale market revenues are seen as important sources of revenue for the municipalities and, in many cases, they make little or no provision for the maintenance and development of the market facilities with the consequence that many markets rapidly fall into a state of disrepair and cannot maintain adequate facilities and services.

My call to the Governments; local Authorities and financial corporation is to participate in financing infrastructure development in areas, which are suitable for their particular role – equity, short-term credits and long-term loans. A marshal plan in this sector is needed.

HORTICULTURE MARKETING AND MARKETS INFRASTRUCTUR TASKFORCE

TERMS OF REFERENCE

1. Assess the status of the existing market structures in the major urban Centers and make recommendations on their suitability.

2. Assess state of management of the urban markets run by both public and private investors and give recommendations.

3. Identify constraints in the existing market infrastructure and their management.

4. Assess the capacity of Local Authorities to cope with the development and improvement of the market infrastructure.

5. Advice on the role the Private sector can play in infrastructure development and improvement.

6. Analyze the current local marketing structure for horticultural produce and advice on any existing weaknesses.

7. Advice and recommend improvements on weaknesses identified above.

8. Review the quality and packaging standards for produce transacted in the local marketing chain.

9. Identify major stakeholders and their roles in marketing chain improvement.

10. Assess and analyze the role of marketing agents (cartels) in the various markets and their role in promoting or inhibiting free market and give recommendations.

11. Any other incidental issues arising out of this exercise.

12. Identify existing interventions in horticulture marketing and market infrastructure and document.

13. Co-opt experts as need arise.

14. Address health and safe issues.

15. Assess existing open – air markets and their needs in terms of design and location in all towns.

