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PREFACE 

The Food and Agriculture Organization of the United Nations (FAO) under the strategic objective to 
enable inclusive and efficient food systems, is interested in analyzing the role of institutional buyers in 
the development of smallholder-based food supply systems.  
 
An institutional buyer refers to either a public or a private sector entity with presence in the domestic 
market that purchases large quantities/volumes of produce. Usually an institutional buyer refers to 
public institutions such as schools, food reserve authorities, the military, prisons, hospitals, food aid 
organizations and relief development agencies. Typically these buyers do not have a profit motivation 
and are usually driven by the need to acquire food products for consumptions within their own 
institutions or as food donations. They are generally guided by public procurement policies which can 
leave them with little room for flexibility in contract negotiations or choosing suppliers. 
 
Institutional buyers can also refer to private sector entities such as schools, hospitals, universities, which 
have a different set of needs and requirements from the public sector. In addition to the profit 
motivation, they will also be driven by their customers’ demand criteria, as well as the market dynamics 
and structure within which they operate. In general, institutional buyers can offer long term market 
opportunities for smallholders.  
 
To increase the knowledge on institutional procurement for smallholder market integration, the Rural 
Infrastructure and Agro-Industries Division of FAO (AGS), in collaboration with the World Food 
Programme (WFP) performed a series of case study appraisals. WFP’s Purchase for Progress (P4P) was 
identified as an entry point for analyzing models of institutional procurement.  
 
WFP is the world’s largest humanitarian relief organization providing food assistance in developing 
countries. The P4P pilot was launched in 2008 in 20 countries to leverage WFP’s purchasing power to 
support local agriculture and market development. P4P links WFP’s demand for staple food 
commodities with the technical expertise of a range of partners, to stimulate smallholder productivity 
and collective marketing with the objective that smallholders sell their surplus to formal markets. P4P is 
a good example of an institutional effort that links the organization’s procurement needs to local 
development concerns, by building a support initiative to increase the volume of staples procured 
directly from smallholders and or small traders.  
 
The objective of the cases is to analyze the role of P4P within the overall framework of inclusive food 
systems and to identify examples of other institutional procurement models with potential for 
smallholder inclusion.  Despite the recognized potential of private actors as institutional buyers, the 
focus of this work is mainly on the public sector. 
 
The series of case studies comprises seven countries: Ghana, El Salvador, Ethiopia, Guatemala, Kenya, 
Rwanda and United Republic of Tanzania. The analysis is based on a series of scoping missions that took 
place between October 2012 and February 2013 and secondary information collected afterwards.  
 
The aim of the cases is not provide up-to date information on the progress of P4P, but instead to analyse 
the P4P experience in each country, including an identification of the main challenges and an 
assessment of their sustainability, potential for scaling up and replication. The cases constitute 
background papers for a forthcoming publication comparing the P4P across countries with the Brazilian 
institutional procurement programmes, identifying lessons learned and offering policy guidance for 
upscaling and replication. 
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EXECUTIVE SUMMARY 

Structured marketing of maize in Kenya 
There are many players in the maize value chain. The Ministry of Agriculture is the principal government 
entity that provides the policy framework that governs the input industry related to the maize value 
chain all the way to maize marketing. The National Cereals and ProduceBoard (NCPB) is the 
government’s arm for grain price stabilization, procurement, including logistics and operational 
management of the strategic grain reserve for emergencies and famine.   
 
P4P in Kenya has contributed to ongoing projects and national efforts to strengthen the capacity of FOs 
to practice collective marketing - however with the unique opportunity of offering preferential market 
access to WFP if the quality of food supplied by smallholders can meet the organization’s requirements. 
In addition to strengthening smallholders’ capacity to respond to WFP’s demands, the organization has 
also undergone a number of institutional changes in order to re-orient its procurement procedures in 
favor of procurement from smallholder producers. Indeed these changes demonstrate the 
organization’s commitment to facilitating smallholder-friendly procurement.  Changes have included: (i) 
testing of different contract modalities (ii) shortening payment times (iii) provision of customized 
logistical and transport systems (iv) customizing administrative procedures  and (v) provision of services 
for quality control.     
 
Key features of the Purchase for Progress (P4P) in Kenya.  
A total of 76 FOs and 35 traders, were trained in a range of agribusiness skills, with 3 FOs and 3 traders 
being able to compete with large traders for WFP tenders after four years.  Forward contracting has not 
been very successful due to speculative behavior and particular imperfect market behavior, with 
constant high domestic and regional demand for maize, supplied with erratic surpluses due to 
dependence on rainfall.  The market is also influenced by government interventions related to the 
buying and selling of grain for the Strategic Reserve and the setting of annual floor prices.  
 
Higher levels of P4P contract defaults are with FOs in Eastern Kenya such as Machakos and Mwingi 
districts – which are traditionally marginal agricultural areas with few surpluses and high dependence on 
food aid.    
 
Compared to other P4P pilot countries, in Kenya innovations in information and communication 
technologies in the banking sector to Kenya has allowed P4P to reduce payment periods to three weeks 
on average.  
 
P4P Kenya has been one of the few countries to make a concerted effort to include traders in the 
initiative. The results showed however, that traders were more likely to default and that returns to 
smallholders were 20 percent lower than through farmer organizations.   
 
The P4P team in Kenya has introduced smaller trucks (26-28 tonnes) in their procurement process, a 
move that has enhanced buying from FOs with less capacity to aggregate larger volumes. Unlike regular 
suppliers that can supply to only three pick-up points, FOs can deliver their produce to WFP extended 
locations closet to them. 
 
Other potential models 
The National Cereals and Produce Board (NCPB) has the biggest network of storage facilities in the 
country and is thus the most strategically placed to have a wide outreach of smallholder producers.  A 
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number of short and long terms changes need to be made to the system in order to improve its access 
to smallholders.  
 
A number of other NGOs in the country, such as the Kenyan Red Cross, are also involved in the 
distribution of food aid and also have small farmer market linkage projects.  The lessons from the P4P 
could be shared with these NGOs to replicate the model, as well as linkages with projects delivering 
similar type of market-orienting training to FOs.  
 
The basis for linking local producers to Kenya’s school feeding programme has been developed. Entry 
into this market is nonetheless hard, even for organized groups, as a certificate of quality is required 
from the local public health officer (PHO). Payment to suppliers must also be made by cheque. As such, 
a lot of work still needs to be carried out to remove barriers to entry to the markets for smallholders. 
  
Medium and large traders are already sourcing from smallholders to supply big buyers such as WFP and 
the larger trading companies such as PISU & Co Ltd.  Partnerships could be developed with these traders 
to develop tools and approaches that strengthen FOs roles in the chain and ensure price transmission 
back to smallholders.   
 
Main observations and recommendations  
 
P4P Kenya is operating in a highly imperfect market  
P4P Kenya is procuring maize in a particularly imperfect market, with constant high domestic and 
regional demand for maize, supplied with erratic surpluses due to dependence on rain-fed agriculture.  
The market is also influenced by government interventions related to the buying and selling of grain for 
the Strategic Grain Reserve and occasionally the setting of annual floor prices.  
 
Maize is Kenya’s main staple.  Despite the availability of other starch options within similar price bands, 
for instance potatoes or rice, the national preference is maize. The crop is typically eaten in the form of 
Ugali which is made from maize flour. The lack of a diversified starch diet which has created a constant 
year round demand for the crop is a contributory factor to the commodities’ erratic market conditions.  
The high domestic demand has resulted in both NGO and public sector focus on increasing maize 
production and marketing.  This has diverted attention away from other potentially higher value 
smallholder crops.  Given the place of maize at the Kenyan dining table, and the complexity of the maize 
market in the region, there is a need to diversify the Kenya diet away from its reliance on maize.  This 
would reduce pressure on national maize markets and local production systems. Any such initiative 
would require close collaboration between the Ministries of Agriculture, Health, and Trade and other 
development partners.    
 
Unlocking smallholders’ barriers to entry to the Home Grown School Feeding Programme  
If smallholder farmers are to benefit from the Home Grown School Feeding Programme (HGSFP), there 
is need for the Ministry of Education to amend the procurement guidelines for the schools and make it 
possible for schools to procure from multiple sources including small farmers. As a food safety check, 
the revised guidelines could require procurement from parents as they have an inherent incentive to 
supply only good quality food for their own children or design a quality control task-team with local 
parents. Involvement of parents in the programme will not only ensure food safety and quality but will 
enhance local ownership of the programme thus enhancing its sustainability in the long-run. However, 
there may still be problems of transporting the food to the school and storing the food for which 
innovative and cost effective solutions are required. 
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Accelerating the integration and number of Farmer Organizations into value chains 
Out of a total of 76 Farmer Organizations (FOs) and 35 traders, 3 FOs and 3 traders, after four years, are 
able to compete with large traders for WFP tenders. The approach taken and the results are comparable 
with a wide number of value chain commodity projects which focus on institutional strengthening of FOs 
and linkage with buyers. This begs the question as to the sustainability of the approach, being adopted 
by many agencies and NGOs, across Sub-Saharan Africa, and if there are other options and mechanisms 
which can accelerate the integration of smallholders in value chains. ‘ 
 
In the short-term, checks and balances need to be put in place to avoid political interference in the FO 
management, which causes high manager turnover and lack of autonomy to make business decisions. 
Without a proper risk management strategy, P4P’s approach of focusing solely on building the capacities 
of FO managers, who are frequently replaced for political reasons, might yield insufficient results.  
 
While continuing with the institutional strengthening of FOs – P4P may also consider closer 
collaboration with agricultural technical colleges and the Cooperative College of Kenya and    Grain 
training institute which is under Eastern Africa Grain Council to ensure that learning on the topic and 
materials developed are mainstreamed into the wider system.   
 
A longer-term strategy, in close collaboration with FAO and research institutes, would be to appraise the 
nuances of existing traders currently supplying WFP and other institutional buyers, their linkages to 
smallholder output supplies, in order to identify mechanisms and tools to strengthen and improve the 
structure of these systems with a particular focus on the smallholder linkages.    
 
Improving smallholder access to NCPB services  
NCPB has the biggest network of storage facilities in the country and is thus strategically placed to have 
a wide outreach of smallholder producers.  A number of short and long terms changes need to be made 
to the system in order to improve  access to the national warehouse system by  smallholders.  
 
The NCBP is currently working with the Eastern Africa Grain Council (EAGC), Equity Bank and Family 
Bank to try to promote the Warehouse Receipt Systems (WRS) model and capitalize on the existing 
infrastructure. 
 
In collaboration with EAGC, an appraisal could also be carried out for the privatization of the 
warehouses, or at least their management, with a government watchdog overseeing adherence to good 
store management and fiscal practices and codes.  Mechanisms and tools would need to be built into 
the strategy to ensure that the services are also viable for smallholder farmers, with an information 
campaign targeting farmers, as well as training for financial service providers, on the mechanics and 
benefits of WRS.  
 
In the short-term, other smallholder-friendly activities could be implemented to facilitate smallholders 
access to the warehouses.  For instance precedence could be given to smallholder farmers in the NCBP 
delivery queues. This may not eliminate but would reduce the number of smallholders making 
unnecessary journeys to the warehouse, only to be turned away when the warehouse’s quota has been 
reached.    A more flexible system could also be introduced in order to speed up payments to small 
farmers which should take priority over other payments.           
 
Following through on quality control for safer food 
It is unlikely that the maize market in Kenya will be able to transform itself into a successful efficient 
value chain without addressing the problem of aflatoxins. WFP implements a reliable quality control 
system in its procurement of staples, which is comparable to that of the NCPB and the KRC.  However 
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when poor quality or aflatoxin infected maize is detected, the grains are rejected by the buyer, with the 
high risk that much of this reject grain is sold back into the system by unscrupulous buyers.  Buyers such 
as WFP and KRC can work with the Kenya Bureau of Standards (KEBS) and notify them when there is a 
risk to food safety in the system.  
 
Post-harvest and quality control training is also needed to sensitize FOs, growers, traders, and SMEs on 
the need to detect the disease, but also on the need to ensure that it is eliminated correctly from the 
system. The right incentives are needed to mitigate against the risk that smallholders might be tempted 
to either sell, consume or use as animal feed any rejected stock.   
 
Embedding traders into P4P operations to improve price transmission, quality control and gender  
P4P has endeavoured to work with traders to support linkages with smallholders.  P4P documents show 
that linkages through traders showed more defaults and less price transmission back to smallholders.  In 
any further scaling up post-pilot, tools and mechanisms need to be researched and developed, in close 
collaboration with small, medium and large traders, to understand how WFP can work more closely with 
these actors, to improve price transmission to smallholders, quality controls in the value chains, as well 
as improve impact on gender, given the high percentage of women operating as small and medium 
traders.  
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1. INTRODUCTION 

1.1 Objective and scope of study  

The present study seeks to document the case of Kenya and its experience in the structured marketing 
of staple crops, primarily focusing on maize. The study uses P4P as a lens for looking at other potential 
buyers. It also provides insights into the potential of other staples such as sorghum. Principally, the 
study looks at models for linking smallholder producers to institutional buyers.  
 
P4P Kenya has been operating in the very complex maize market system which the study describes. 
There are many players in the maize value chain. The Ministry of Agriculture Livestock and Fisheries 
(MOAL&F) is the principal government entity that provides the policy framework that governs the input 
industry related to the maize value chain all the way to maize marketing. The National Cereals and 
Produce Board (NCPB) is the government’s arm for grain price stabilization, procurement, including 
logistics and operational management of the strategic grain reserve for emergencies and famine.   
 
The case describes the procurement process and administrative changes incurred by WFP in order to 
operate the P4P pilot. It also looks at the support P4P provided to the supply side and farmer 
organizations. Indeed P4P in Kenya has contributed to ongoing projects and national efforts to 
strengthen the capacity of FOs to practice collective marketing - however with the unique opportunity 
of offering preferential market access to WFP if the quality of food supplied by smallholders can meet 
the organization’s requirements.  
 
In addition to strengthening smallholders’ capacity to respond to WFP’s demands, the organization has 
also undergone a number of institutional changes in order to re-orient its procurement procedures in 
favor of procurement from smallholder producers. Indeed these changes demonstrate the 
organization’s commitment to facilitating smallholder-friendly procurement.   
 
Ultimately the study provides insights into caveats and recommendations which can be considered for 
sustainability and upscaling of P4P or other similar smallholder-to-institutional buyer procurement 
initiatives.  

1.2 Methodology  

The information documented in this study was gathered during an intensive one week field mission in 
the country by staff from both FAO and WFP. The mission took place between the 3– 8 February, 2013 
and comprised meetings with relevant stakeholders in Nairobi and field missions to Eldoret and Kitale in 
the Western part of the country. Informants included members of farmer organizations, government 
officials, private traders, and staff of relevant development agencies. Additionally, various sources of 
secondary information were consulted including reports on the Kenya P4P model, company reports, 
project reports and government documents. A local agribusiness expert conducted further interviews 
and reviewed other documents from universities, research institutes and donor agencies over a period 
of one month.  The list of key informants and people met is provided in Annex 1. 
 
The study report is organized in five sections, including this introduction. Section two characterizes the 
agricultural sector in Kenya highlighting the role of farmer organizations/ cooperatives, describes the 
institutional framework and policy environment related to structured marketing and gives an overview 
of the production and marketing of maize in the country. Section three describes the P4P pilot in Kenya, 
including model used, key actors and market. Section four examines the models used by both public and 
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private institutional buyers to procure maize from smallholder producers. Section five concludes, 
presenting recommendations for improving market linkages for smallholder producers in Kenya. 
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2. BACKGROUND  

2.1 Sector overview 

Agriculture in Kenya is a significant contributor to the country’s economy, making up at least a quarter 
of the country’s gross domestic product (GDP) and is a source of livelihood for approximately three 
quarters of the population.  A variety of staple and cash crops are grown in the country. Cash crops 
include coffee, tea, sisal and sugar which are important for foreign currency earnings and are dominated 
by large-scale farmers and a structured private sector. Staple crops such as maize, pulses/beans, millet, 
sorghum, bananas and sweet potatoes are mainly produced by smallholder farmers and are important 
for food security, with surpluses, when available, traded locally for supplementing household income. 
The country also has a very well developed horticultural sub-sector experienced in exporting to 
European countries. Farmers in Kenya also rear livestock- dairy in high potential areas and beef animals 
in  particularly in the semi-arid parts of the country 
 
In the last two decades, the sector has contributed between 25 and 35 percent to GDP and employs 
approximately 75 percent of the national labor force (WDI, 2013; GoK, 2010). Aagriculture contributes 
65 percent of export earnings annually, with tea, coffee, cut flowers and sugar being the main products 
for foreign currency earnings. 
 
As of February 2013, more than 78 percent of the Kenyan population lived in rural areas and derived a 
living, directly or indirectly, from agriculture (source). Agriculture is deemed important for poverty 
reduction as the most vulnerable groups, such as pastoralists, the landless, and subsistence farmers, 
depend on it as their main source of livelihood. Staple crops such as maize, pulses/beans, millet, 
sorghum, bananas and sweet potatoes are mainly produced by smallholder farmers and are important 
for food security, with surpluses, when available, traded locally for supplementing household income.  
 
Achieving food security and increasing the incomes of smallholders is at the centre of the Government 
of Kenya’s development strategy thus the agricultural sector has continued to be accorded high priority. 
Increasing urbanization, greater economic growth and a growing middle class in Kenya reinforces the 
need for this concern.  
 
According to projections by the World Bank and the International Monetary Fund (IMF), the economy is 
expected to grow at 5.8-6 percent this year.  The total population is set to double by 2050 while the 
urban population will more than quadruple (United Nations Department of Economic and Social Affairs, 
2011). This scenario provides many challenges for the country, but also many opportunities - particularly 
for the potential growth of the domestic agricultural sector. 
 
An increasing population coupled with economic growth, means that domestically a range of sectors 
and institutions in the economy will put increasing pressure on demands for food – if the local 
agricultural sector can respond to this demand, the benefits will be retained domestically and local 
producers will face greater prospects for improving their livelihoods. Responding to domestic demand 
means that access to closer-to-home and more familiar market outlets will be less demanding compared 
to more stringent export markets. 
 
This demand can be in the form of structured privately owned operations such as super markets, agro-
processors, hotels, breweries but also public institutions, in the form of schools, food reserves, hospitals, 
and prisons. Fostering smallholder engagement with large domestic buyers can increase access to 
familiar market outlets with less demanding requirements compared to more stringent export markets 
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Responding to this increasing demand in a way that benefits the producers of the country’s staple crops 
however is a challenge, particularly for the main staple, maize, that accounts for more than a third of 
Kenyan’s daily calories, is produced by 98 percent of the country’s smallholder farmers and is largely 
rain-fed. As such, maize has been targeted by many governments and foreign donor interventions. 
Efforts have mostly focussed on increasing production with very few initiatives making progress on 
improving linkages between producers of staple crops and local markets. A few examples of buyers 
committed to improving smallholder market-linkages in Kenya are the parastatal National Cereals and 
Produce Board (NCPB) and the World Food Programme’s Purchase for Progress Programme (P4P).   
    
The NCBP is a key player in the maize market and in consultation with stakeholders sets floor prices for 
the crop with the objective of making sure that farmers remain committed to maize production. It also 
procures for the country’s National Food Reserve and its Famine Relief Stocks, buying grain from 
farmers through its 60 depots around the country.  
 

2.2 Enabling environment for agricultural development  

2.2.1 Policies, strategies and programmes 

To catalyze growth and address challenges in the sector, the Government of Kenya (GoK) has over the 
years developed policies and strategies that are summarized in Table 1. The Economic Recovery Strategy 
for Wealth and Employment Creation (2003-2007) and the Action Plan developed in 2003 are credited 
with having laid the foundations for reforms in the agricultural sector.  
 

Table 1: Evolution of Agricultural Sector Policies and Strategies in Kenya 

Policy/ Strategic Focus/ Objectives 
Year Established /  Relevance for 

agribusiness development 

Economic Recovery Strategy 
for wealth and employment 
creation. 

Revival of selected agricultural 
institutions and investment in 
research and extension. 

2003; Launching pad for Strategy 
for Revitalizing Agriculture. 

Strategy for Revitalizing 
Agriculture (SRA 2004-
2014). 

Policy, legal & institutional 
reforms, enhanced market access 
(inputs, output & financial 
services), food security 
programmes. 

2004; Transformation of 
agriculture from subsistence to 
commercial sector. 

Vision 2030 Identified flagship PPP projects to 
address productivity, land use, 
markets and value addition 
challenges in Agriculture. 

2008; Extension, R&D and Value 
addition takes centre stage. 

Agricultural Sector 
Development Strategy 2010-
2020. 

Revival of agriculture through well-
coordinated public- private 
partnerships, Establishment of 
Agricultural Sector Board under 
PPP secretariat. 

2010; Agricultural Sector Board  
advices on priority sub-sectors for 
PPPs. 

Agribusiness Strategy Prioritizes value addition and 
commercialization. 

Launched in  June 2012 

Source: Authors elaboration from various Government publications 

 
In March 2004, the GoK launched the Strategy for Revitalizing Agriculture (SRA 2004-2014), a ten-year 
programme developed to guide agricultural sector development until 2014.  The SRA was reviewed and 
updated with the more recent Agricultural Sector Development Strategy (ASDS, 2010–2020). The ASDS 
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foresees a food secure and prosperous nation by 2020 and aims to achieve a paradigm shift from 
subsistence to agriculture as business. Its launch in 2010 provided the ground for the Government to 
launch the formulation of the ASDS Medium Term Implementation Plan (MTIP) jointly with the 
Comprehensive Africa Agriculture Development Program (CAADP) Compact1. 
 
The sector is also supported by the country’s Vision 2030 developed in 2008 as a new blue print for 
Kenya’s development. Vision 2030 is the road map for the country’s economic and social development 
over the next two decades. It aims to transform Kenya into “a newly industrializing, middle income 
country providing a high quality of life to all its citizens in a clean and secure environment”. Under its 
economic pillar, Vision 2030 sees agriculture as a key sector in achieving the desired 10 percent annual 
economic growth rate. Specifically, the strategy emphasizes the need to transform smallholder 
agriculture from subsistence farming to a modern, innovative and market-oriented agricultural 
economy. There is an almost one to one correspondence between the six thematic areas of ASDS and 
the four CAADP (see Table 2). 
 

Table 2: Relationship between ASDS Thematic Areas and CAADP Pillars 

ASDS Thematic Areas CAADP Pillars 

Environment, Sustainable Land and Natural 
Resource Management 

Pillar 1:  Land & water management: extending 
the area under sustainable land management 
and water control systems 

Agribusiness, Access to Markets and 
Value Addition 

Pillar 2: Market Access: improving rural 
infrastructure and trade-related capacities for 
market access 

Food and Nutrition Security Pillar 3: Food supply and hunger: increasing food 
supply and hunger Inputs and Financial Services 

Research and Extension Pillar 4: Agricultural research: improve 
agricultural research and systems in order to 
disseminate appropriate new technologies 

Legal, Regulatory and Institutional Reforms 

Source: GoK (2010b); Adapted from FAPDA (undated)
2
 

 
The latest policy relating to agricultural development is the National Agribusiness Strategy, introduced in 
June 2012. The main objective of the strategy is to transform the agribusiness sector into the principal 
catalyst for realising the country’s desired annual economic growth rates of 10 percent from 2012. 
Therefore, it relates directly Kenya’s Vision 2030 and will contribute towards the fulfilment of all the six 
pillars of the Medium Term Investment Plan (MTIP) of ASDS. 
 
The strategy identifies five strategic priorities namely:  

i. Putting markets at the centre of production, processing, product development and packaging. 
ii. Focusing research development and innovation to better catalyze growth of a vibrant 

agribusiness sector. 
iii. Promote smarter organization of the actors in the sector to enable enterprises to benefit from 

economies of scale and improved productivity. 
iv. Improving the range and effectiveness of financial and non-financial services. 
v. Attracting investment by creating an enabling environment and putting performance above 

politics. 
 

                                                           
1
 The ASDS and MTIP were developed in a consultative manner and are aligned with CAADP. 

2
 http://www.fao.org/fileadmin/templates/fapda/Kenya-Policy_Report.pdf  

http://www.fao.org/fileadmin/templates/fapda/Kenya-Policy_Report.pdf
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It is important to note that the narrative of the first strategic priority above outlines the importance of 
promoting the structured marketing of agricultural commodities, pointing out main challenges and 
strategies for addressing them. The National Agribusiness Strategy of 2012 is yet another ambitious 
policy that seeks to transform farming from a subsistence level to a modern, highly productive and 
efficient sector that is competitive both locally and internationally.  The main objective of the strategy is 
to create an enabling environment for agribusiness development through removing barriers and 
creating incentives for the private sector to invest in agribusiness and related business opportunities; 
investing public resources more strategically to trigger growth in the sector; and establishing 
institutional frameworks that enable all actors to utilize market opportunities. 
 
The GoK has in addition developed more sub-sector specific policies, often through commodity specific 
marketing agencies. These include the Food and Nutrition Policy (2007); National Cassava Industry Policy 
(2007); National Seed Industry Policy; Horticultural Policy (2007); National Agricultural Sector Extension 
Policy; National Oil Seeds Industry Development Policy; and the National Rice Development Strategy 
(2008- 2018) among others. Past policies have also promoted the formation of cooperatives.  
While the various policies have addressed shortcomings in the sector and yielded some positive results, 
growth in the agricultural sector has remained turbulent only seldom increasing by more than 5 percent 
annually in the past two decades. This means that the sector is still below its estimated full potential. 

2.2.2 Institutions  

In line with the evolution of agricultural policies, the GoK has been reforming public institutions that 
provide services to ensure alignment with the legal and regulatory framework of the sector as well as 
improve service delivery. Several ministries form the institutional framework in which the structured 
marketing of maize and other commodities are embedded, however at the core of all agricultural 
related activities in Kenya is the Ministry of Agriculture, Livestock and Fisheries (MOAL&FL&F) and its 
affiliated ministries and agencies.  
 
The MOAL&F has the mandate of promoting and facilitating production of food and agricultural raw 
materials for food security and incomes; advancing agro based industries and agricultural exports; and 
enhancing sustainable use of land resources as a basis for agricultural enterprises. Its core functions 
include3: 

 Formulation, implementation and monitoring of agricultural legislation's, regulations and 
policies. 

 Provision of agricultural extension services. 

 Supporting agricultural research and promoting delivery. 

 Facilitating and representing agricultural state corporations in the Government. 

 Development, implementation and coordination of programmes in the agriculture sector. 

 Regulating and setting quality control mechanisms for inputs, produce and products from the 
agriculture sector. 

 Management and control of pests and diseases in crops. 

 Promoting management and conservation of the natural resource base for agriculture. 

 Collecting, maintaining and managing information on the agriculture sector.  
 
To fulfil these core functions, the Ministry discharges services through its technical department at the 
Head Office, network of offices at provincial and district levels, and affiliated state corporations 
(parastatals).  
 

                                                           
3
 www.kiliomo.go.ke 

http://www.kiliomo.go.ke/
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State corporations under MOAL&F that have direct linkages with the production and marketing of staple 
crops include: 

 Agricultural Finance Corporation (AFC) which is a government owned financial institution 
established primarily to provide credit facilities for the Kenyan farmers.  

 Pest Control Products Board is tasked with regulating the importation and exportation, 
manufacture, distribution and use of pest control products.  

 Kenya Agricultural Research Institute (KARI) is the national institution that brings together 
research programmes in food crops, horticultural and industrial crops, livestock and range 
management, land and water management, and socio-economics. KARI promotes agricultural 
research, technology generation and dissemination to ensure food security through improved 
productivity and environmental conservation. 

 Kenya Plant Health Inspectorate Service (KEPHIS) offers inspectorate services on all matters 
related to plant health and quality control of agricultural inputs and produce. A main issue for 
cereals in Kenya has been aflatoxin contamination. In recent years, maize has also failed due to 
necrosis, an agronomic disease that destroys the maize crop before de-tasseling.   

 Kenya Seed Company is a parastatal established in 1957 that currently controls more than 85 
percent of the seed industry with maize as the main product at 80 percent of total sales. The 
National Cereals and Produce Board (NCPB), as the name suggests is involved in the 
procurement, management and marketing of grains within the country. (See section 2.3.1 The 
role of institutions and policies in the maize sector for more details). 

 
Most of these institutions have been or are currently being restructured and strengthened to better 
deliver their mandates. Within the Ministry, directorates and units have been created to expedite and 
coordinate development of sub-sector policies. For instance, the creation of the inter-ministerial 
Agricultural Sector Coordination Unit (ASCU) and the Agribusiness Department have been instrumental 
in the development of the Kenya National Agribusiness Strategy in 2012. 
 
Furthermore, the Ministry in executing its mandate and implementing programmes and projects 
relevant to the commercialization of food crops, collaborates with other ministries, development 
partners, the donor community, academic institutions and United Nations Technical agencies, such as 
FAO. Collaboration with other ministries relevant for the commercialization of maize include:  
 

- MOAL&F collaborates closely with the Ministry of Education with the implementation of the  
Njaa Marufuku Kenya (NMK) programmes.  The NMK is the national home-grown school feeding 
programme which promotes the procurement of food for meals for school-going children from 
local farmers.  
 

- Processed agricultural and food products are the responsibility of the Ministry of Industry, 
which controls the operation of food processors, particularly privately- owned companies 
specialized in processed food for export.  The Ministry of Industry also hosts the Kenya Bureau 
of Standards (KEBS) which is a convener of multiple stakeholders for the purpose of reaching 
consensus on issues related to standards for a number of commodities in the country. Its 
functions includes standards development and harmonization; testing; calibration; enforcement 
of standards; product inspection; capacity building in standardization, metrology and conformity 
assessment; management systems certification; and product certification (For more details See 
section 2.3.1 The role of institutions and policies in the maize sector). 

 
- The Ministry of Industrialization and Enterprise Development governs all cooperatives. Farmer 

organizations that have graduated from common interest groups into community based 
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organizations are registered under the Ministry of Social Services. Strengthening the marketing 
capacity within cooperative societies was one of the interventions proposed by the ASDS.  

 

2.3 Maize – The Mainstay of Kenya’s food system   

Maize is the most important cereal and staple crop in Kenya.  It provides more than a third of the caloric 
intake for Kenyans, estimated at 98 kilograms per person per annum for the country’s 41 million 
inhabitants. It is produced by 98 percent of the country’s 3.5 million smallholder farmers which account 
for 75 percent of the total  maize output. Maize  is produced on 56 percent of total cropped land in the 
country. Poor households in Kenya spend on average 30 percent of their entire income on maize (USAID, 
2010) and about 30percent of all producers sell part of their produce.  
 
Since the introduction of the Structural Adjustment Programme in Kenya, the country has gone from 
being broadly self-sufficient in maize, with surpluses generated for export, to experiencing shortages 
every 2-3 years. Since 2004 the country has been marginally self-sufficient with small surpluses 
generated for export - with the exception of 2008/2009 when high deficits were recorded. While Sudan 
is the main export destination for Kenyan maize, most imports are sourced from Uganda.  
 

2.3.1 The role of institutions and policies in the maize sector 

Given the importance of maize for food security, and despite liberalization and structural adjustment 
programmes which were only firmly established in 1995, its trade is tightly overseen by the government 
through institutions like , the National Cereals and Produce Board (NCPB) . Maize research and breeding 
is led by the Kenya Agricultural Research Institute (KARI), and while the seeds and input markets are 
liberalized they are nonetheless heavily dominated by the Kenya Seed Company. 
  
The Kenya Seed Company 
Private companies are involved in maize seed production, multiplication and marketing, but the maize 
seed market is still heavily dominated by the traditional parastatal company Kenya Seed Company, 
which currently controls more than 85 percent of the seed industry, with  the maize sector making up 80 
percent  of the company’s sales.  
 
The company has over years developed products in different sizes to cater for its diverse clientele.  For 
instance, 1kg and 2kg seed packets are available for purchase by small-scale farmers.  The seed is made 
available to the farmers through its regional offices and stockists around Kenya. The Company estimates 
to work with approximately 3 000 agents and 6 000 stockists throughout the country.  The seed in the 
smaller packages is ideal for hand planting.  In terms of pricing, there have been slight increases in the 
price of maize seed in the past year increasing from 125 KES/kg in 2012 to 150 KES/kg in 2013 (from 1.45 
to 1.75 USD/Kg). During the field visit, the company stated it was of the opinion that the price of seed 
was not a big burden for the farmers compared to the price of fertilizer. 
 
The Kenya Agricultural Research Institute (KARI) 
KARI leads the maize research and breeding. Since maize is a major crop in the country, KARI has been 
collaborating with the CGIAR Centre CIMMYT in research and development of new and improved maize 
varieties through its network of research stations across the country 
 
The Kenya Bureau of Standards (KEBS) 
KEBS’s functions include standards development and harmonization; testing; and product certification 
among others. For the maize market, KEBS follows the East African community (EAC) standard and 
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certifies companies selling processed cereals. However, the flat fee of 400 KES/bag  (4.65 USD/bag) is 
often considered too high for smaller processors. 
 
In collaboration with KARI and NCPB, KEBS organizes annual trainings on standards for millers across the 
board. However, small millers find it difficult to participate as the trainings are self-funded. Local 
universities, NGOs and other community based organizations are also engaged in providing training and 
extension services to farmers in Kenya. Agro-dealers are an important link in the maize value chain for 
both supply of inputs and facilitating aggregation of produce.    
 
The National Cereals and Produce Board (NCPB)  
In 1988, during the structural adjustment period, the Kenyan government liberalized its maize market, 
allowing private traders to operate legally. Before the liberalization the NCPB was the sole agency 
procuring and selling maize at administratively determined prices. As such, it had complete monopoly in 
the sector, regulating and controlling the movement of grain, including the purchase, storage and 
distribution of all stocks. 
 
After liberalization, the NCPB was maintained as an institution and continues to procure and sell maize 
at administratively determined prices, and to store maize as a contingency against future shortages 
(Jayne et al. 2008).  In essence, its role has been reduced to the government’s arm for grain price 
stabilization, including procurement logistics and operational management of the Strategic Grain 
Reserve (SGR) for emergencies and famine; and a commercial grain trading organization – a  role it 
cannot play effectively due to its weak financial position. Currently, the NCPB purchases maize, wheat, 
rice, pulses, fertilizers, agrochemicals and seed - but most of its activities centre around maize and 
beans.   
 
The role of cooperatives 
Cooperatives have played an important role in agricultural development in Kenya. Agricultural 
cooperatives also referred to as “farmer organizations” (FOs) form approximately 49 percent of all 
cooperatives in the country (GoK, 2010a). They have facilitated procurement and distribution of inputs 
and have also played roles in value addition and marketing of agricultural produce. Savings and credit 
cooperatives (SACCOs) have mobilized savings and provided credit to producers.  All cooperatives are 
governed by the Ministry of Cooperative Development and Marketing. FOs that have graduated from 
common interest groups into community based organizations are registered under the Ministry of 
Culture and Social Services. Strengthening the marketing capacity within cooperative societies was one 
of the interventions proposed by the ASDS. 
 
The NCPB and the Producer Price Support Policy  
The GoK through the NCPB enacts the Producer Price Support Policy to set a floor price for maize during 
harvest period which is set slightly higher than the average market price at the time.  When market 
supply is weak sales to the NCPB can exacerbate market price hikes.  
 
Findings from Jayne’s study (2008) show that NCPB activities have stabilized maize market prices in 
Kenya and raised average price levels roughly by 20 percent between 1995 and 2004. 
 
Figure 1 compares maize prices for the main market hubs in Kenya between January 2007 and July 2013 
with prices set through the NCPB.  The figure shows that, apart from the mid-2010 which marked the 
impact of the 2009 world financial crisis on commodity prices, NCPB prices are on average slightly lower 
than market prices. The figure shows that prices generally do not dip beneath the floor price set, apart 
from during the harvest periods October-November.  
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Figure 1: Prices for maize in main market hubs in Kenya vs. NCPB prices 

So
urce: Tegemeo, 2012 

 
This would indicate therefore that the Producer Price Policy support might be effective in cushioning 
farmers with a market floor price. However, should the same farmers return to the market later in the 
season to repurchase grain sold earlier, the positive effect of such a policy may be elusive. According to 
Woolverton and Neven (2014), smallholder producers do not necessarily benefit from fixed prices in a 
less controlled market.    
 

Figure 2: Determinants of maize’s price in Kenya 

 
Source: Tegemeo, 2012 

 
Figure 2 shows that when a duty waiver is in force domestic markets prices will be comparatively lower 
than in periods without the waiver. Price movements are also less erratic, with lower prices observed 
pre-harvest compared with periods when the duty waiver is not in force. The tariff increases uncertainty 
in the market causing speculation and higher prices across seasons. The duty tariff creates an 
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environment which increases domestic maize prices but with the benefits of accruing revenues from 
tariff collections.  
 

2.3.2 Demand, supply and the market structure of maize  

Since 2002 most food crops have recorded increased production, with maize increasing from 2.4 million 
tonnes in 2002 to 3.2 million tonnes in 2006.  This reduced to 2.9 million tonnes in 2008/9 before picking 
up again in 2010 (GoK, 2010a).  Decreases have been associated with poor quality seeds and erratic 
rains. Increased tonnage is mainly due to yield increases and expansion of area cultivated, which has 
been increasing steadily since 2007, standing at about 2.1 million hectares in 2013.    
 
Despite liberalization and the entry of numerous new seed companies, Kenya Seed Company (KSC)  still 
accounts for around 86 percent of maize seed sales, reflecting its exclusive access to hybrids produced 
by KARI. The distances travelled by farmers to the nearest hybrid seed retailer shortened between 1997 
and 2007 and greater progress has been made in the lowland and mid-altitude zones, with the release 
of improved varieties by KARI and by private seed companies (Ariga and Jayne 2010). De Groote et al. 
(2006) report a rise in the use of improved maize seed in the lowlands, reflecting the efforts of KARI to 
develop new varieties, particularly hybrids, for that zone. 
 
The Western region is the most important surplus production area of the country. A poor harvest in 
Western Kenya usually results in a lift of the import ban (Okello, 2011). In Western Kenya the leading 
growing districts are the Trans Nzoia and some part of River Valley. Most farms in these areas are large 
and medium scale with 5 acres and above. Other major areas in Western province are Bungoma and 
Kakamega districts, where farms are between 1 to 5 acres per household and where maize is typically 
grown with sugarcane – a major cash crop in the province. In Eastern Kenya the maize growing areas are 
Meru and Embu. 
  
Maize prices are largely determined by supply from domestic production which is mainly from rainfed 
production systems. In general maize production benefits from a bimodal system with rainfall in the 
country peaking twice each year (March to May – long-rains and September-November). During harvest 
periods when supplies are high, prices fall to very low levels. However, they quickly rise within about 
three months, as the country’s maize stocks diminish. Shortfalls in domestic production are met through 
trade (Sessional Paper No. 1 of 2012 on the National Food and Nutrition Security Policy).  
 
Kenyan maize consumers prefer white maize as opposed to yellow maize which is seen as inferior and 
associated with food aid and animal feed (De Groote 2008, in Swanckaert 2012). This is despite yellow 
maize having a higher nutritional value compared with white due to its higher carotene and thus higher 
vitamin A content.4   
 
On average smallholders retain between 30 percent-50 percent of total annual harvest for home 
consumption – depending on the perceived market situation - while the balance is marketed, although a 
significant number of producers will return to the market later in the ‘hungry’ season before harvest to 
repurchase maize.  Medium to large scale commercial producers will sell 99 percent of their production 
and retain 1 percent for consumption, animal feed or seeds.   
 
 

                                                           
4
 For more scientific breakdown on the nutritional composition of maize see: 

http://www.fao.org/infoods/infoods/tables-and-databases/faoinfoods-databases/en/ 

http://www.fao.org/infoods/infoods/tables-and-databases/faoinfoods-databases/en/
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Of the 70-75 percent produced by smallholders, post harvest losses stand at around 15 percent, 1 
percent is retained for seeds, 79 percent for human consumption, and 3 percent for animal feed with 
other uses accounting for 1 percent (See Figure 3). 
 

Figure 3: Maize utilization in Kenya 

 
Source: Ministry of Agriculture, 2008. 

 
The main players in the maize market are: 

 Millers purchasing about 25 percent of total marketed volume. They have a combined milling 
capacity of up to 5 575 tonnes per 24 hours and process about 110 000 tonnes of grain per 
month.  

 Medium and large traders purchasing between 30-40 percent, and within one cropping season 
can purchase up to 200 000 tonnes. 15-20% of this volume comes from purchases from small 
traders. 

 Small traders trade between about 15-20 percent. 

 The NCPB purchases about 30 percent of marketable surpluses (estimated at 40 percent of total 
national production).  

Figure 4  provides an overview of the main market shares  
 

Figure 4: Maize market shares 

Millers
54%

Seeds 2%

Animal feed 3%

Household 
consumption 

30%

NCPB & WRS 6%

Traders 3% Food relief 
agencies 

2%

 
Source: Ministry of Agriculture: The Food Security and Nutrition Strategy 2008 
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2.3.3 The maize value chain and its actors  

The first stage in the maize supply chain is dominated by fragmented sales between smallholder farmers 
and small traders. Similar to other smallholder based chain situations across Sub-Saharan Africa, small 
traders will travel farm-to-farm to purchase small quantities of surplus grain which they store in small 
store-houses located in rural towns. Even though NCPB and Farmer Organization prices are usually 
higher than the local market or farm-gate price, net surplus smallholders will only sell to these 
institutions if aggregations centres are close-by, transport can be arranged and payment times are short.  
The produce will then either be sold in the local rural market for domestic consumption, to local small 
millers, known as posho mills, or to medium traders for onward sale to larger traders, millers, the NCBP 
or other buyers such as WFP.  
 
Flour from posho mills is sold locally to small bakeries or for home consumption. Grain assembled by 
large and small traders or farmer organizations is sold to large private or institutional buyers such as 
large millers, animal feed processors, the NCPB (during certain buying periods of the year), relief 
organizations such as WFP, and the Kenya Red Cross.  
 

Figure 5: Current Maize  Marketing Channel 

 
Source: Authors 
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Industrial processed flour is sold to urban supermarkets such as Uchumi5 Nakumatt6, and  Tuskys, 
smaller neighbourhood or rural supermarkets, large institutional public and private buyers such as 
prisons, hospitals, and large hotels. Grain for animal feed products is  sold on to agro-dealers or directly 
to large farms.   
 
Grain sold to relief agencies, WFP, Kenya Red Cross and other NGOs engaged in food aid, is used for 
humanitarian purposes during local emergencies such as floods or droughts, for distribution at refugee 
camps such as Kakuma, and as part of the food for work programme. Figure 5 shows a diagram of the 
value chain for maize in Kenya.  
 
The role of the NCPB in food safety and quality of maize  
A major activity of the NCPB is quality control of stock entering the strategic reserve and maintaining 
quality until its dispatch. Given the prevalence of aflatoxins in Kenya this is a major challenge for the 
NCBP.   
 
Aflatoxin is a problem for the entire value maize value chain in Kenya but is a particular problem in 
Eastern Kenya, where the agro-ecological conditions of high humid temperatures exist and the fungus is 
most prevalent. As such, all consignments of maize from the East will be tested for aflatoxins. Outbreaks 
can occur pre and post-harvest. In 2010 an outbreak caused five million bags to be destroyed, with 
150 000 at the time of the mission, still waiting for disposal.  The costs of this is shared between the 
Ministry of Finance, the NCPB and the MOAL&F.  The testing of each batch of maize for aflatoxins is 
expensive – for instance rapid testing costs 2 000KES (USD 23.2). More thorough testing has to be 
carried out for consignments from the East of the country. Due to few lack of food quality controls in the 
country rejected aflatoxin stock will often find its way into the animal and human food chain through 
more lenient maize buyers and millers.  
 
An interview with Kenya Red Cross, described in more detail in section 4.3.1, also reported problems of 
aflatoxin when procuring maize flour. One incident of infected flour bought from Proctor and Gamble 
was later brought to the attention of the media.  Since then the organization has put in place a strict 
quality control system which involves three different laboratory tests before food deliveries are 
accepted.  
 
While regulatory standards are in place to control aflatoxins they are often not adhered to and there 
appears to be a lack of know-how along the value chain on how the standards stipulated can be put in 
place to ensure that aflatoxin infected grains, after rejection by one buyer, do not find their way into the 
food and animal feed chains by a less vigilant buyer.     
 
 

                                                           
5
 http://kenya.uchumicorporate.co.ke/ 

6
 http://www.nakumatt.co.ke/ 
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3. PURCHASE FOR PROGRESS  

The approach of the Purchase for Progress (P4P), leverages WFP’s large buyer status of staples to 
stimulate smallholder productivity and collective marketing to engage with formal markets. Smallholder 
procurement is supported through a capacity building in each P4P pilot country to strengthen 
aggregation of supply of produce in a manner which does not compromise WFP’s food-quality standards 
or commitment to cost-efficient procurement.  
 

 
 
The emerging lessons from the P4P approach have been in synergy with the market linkages and 
sustainable value chains work conducted by FAO which is leading a programme of work to better 
understand the potential that large-scale public and private procurement could have in stimulating and 
supporting the transformative development of food supply systems.   

3.1 Description of P4P Kenya 

P4P in Kenya has been operational since 2008.  The pilot began with assessment missions to identify 
smallholder groups in areas of Central and Eastern Kenya.  These missions found that most FOs 
appraised had little or no experience in collective marketing with most focusing on the distribution of 
government subsidized inputs.  
 

Figure 6: P4P implementation areas 

 
Source: WFP  

 

Increased income for smallholder farmers is the result of:  
Increased productivity + Enhanced group marketing capacity + Market development + Enabling 
environment 
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Groups in the Eastern region also had low membership levels, low surplus production and a lack of 
infrastructure - making a procurement strategy with farmers in the Eastern region unfeasible. As such 
P4P has focused its operations primarily in the Rift value region, also known as its grain basket, and 
Western Regions.  See Figure 6 for a map the implementing areas.  
 
Seventy six farmer organizations and 40 traders were selected to participate in P4P, representing 7,012 
farmers and 200 traders. These groups were subsequently trained in group marketing, quality 
improvement, post-harvest handling and resource mobilization. WFP can potentially buy food 
commodities from farmer organizations and traders. Ninety percent of purchases under P4P are maize, 
but in smaller quantities it also includes beans, cowpeas, pigeon peas and sorghum.   
 
WFP set the goal of purchasing 10 percent of its procurement needs from smallholders through P4P. In 
2009 P4P had just been launched, so the observed result of 2 percent was expected. In 2011 and 2012 
WFP reached the 10 percent procurement goal from smallholders. In 2012, the procurement level fell 
significantly to 6 percent. This was due to a combination of factors, including erratic market dynamics 
and the lack of funds available for purchasing food on the market.  For one season during 2012 WFP did 
not buy any grains on the open market.                      
 
Table 3 shows the cumulated food contracted and delivered to WFP and its value. The table also shows  
food sold to other buyers beyond WFP by the FO’s and comments related to the contracts and 
deliveries. Cumulatively up until February 2013 WFP through P4P has purchased 8805 tonnes of maize, 
60 tonnes of cowpeas, 56 tonnes of pigeon and 1,000 tonnes of sorghum.   
 

Table 3: Food contracted and delivered to WFP and other buyers 

Year 
Contracted 
(tonnes) 

Delivered 
(tonnes) 

Total Cost 
(USD) 

Total Paid 
(USD) 

Quantity 
sold to 
markets 
beyond 
WFP  
(tonnes) 

Comments  
Reasons for reduction in contract 
size 

2009 1,313 639 589,490 362,701 0 First year of implementation and 
therefore very few contracts were 
awarded 

2010 12,914 4,199 3,080,480 1,095,260 3736.87  There was a lot of enthusiasm and 
a large number of contracts was 
issued hence many defaults 

2011 5,823 3,229 1,742,129 834,368 3,813 Based on the learning from 2010, 
the size of contracts was reduced 
to match the FO/trader capacity  

2012 1,409 902 565,313 383,435 3,448 1. Most of the stocks during the 
first half of 2012 were for forward 
contracts issued in 2011. 

2. Lack of funds to contract FOS 
limited number and size of 
contracts 

Source: WFP, 2012a and WFP database. 

 
 
Table 4 shows disaggregated annual data for maize and sorghum on quantities, contracted, delivered 
and defaults.  
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Table 4:  Maize and Sorghum WFP Quantitative Data Procurement  for the period 2009 to 2012 

Year Commodity 
Name 

Contracted 
Quantity  
(tonnes) 

Delivered 
Quantity 
(tonnes) 

Defaulted 
Quantity 
(tonnes) 

Balance to be 
delivered  
(tonnes) 

% 
Defaults 

2009 Maize 880 206 674 0 77 

2010 Maize 9,760 3,091 6,669 0 68 

2011 Maize 3,926 2,520 1,405 0 38 

2012 Maize 906 737 57 112 - 

2010 Sorghum 2,853 945 1,908 0 67 

2011 Sorghum 700 427 273 0 39 

2012 Sorghum 392 112 280 0 71 

  Totals 19,417 8,038 11,266 0 51 
Source:  Interviews with WFP/P4P, January 2013 

 
After a review of quantities of food contracted, delivered and defaulted, P4P Kenya carried out an 
appraisal to ascertain reasons for defaults which were identified as:   

 Unrealistic targets were set - especially for food staples which are difficult to source in large 
quantities from small-scale farmers through contracting. 

 Overestimate of the capacity of FOs and traders to supply WFP with the planned amounts.  

 Underestimate of small-scale producers need of cash on delivery to meet immediate needs 
hence the lengthy procurement process is not economically favourable.  

 Collective marketing for food staples is a new concept and farmers are very reluctant to work 
together. This is complicated further by low levels of trust among FO members.  

 Climate vagaries and particularly drought has affected production particularly from the marginal 
agricultural areas. 

 High demand for maize in Kenya and a relatively low supply 

 Complex market environment for maize in Kenya and the government intervention in pricing of 
maize for the replenishment of the strategic grain reserve. 

 Poor alignment between cash availability by WFP for food purchase and harvest/marketing 
seasons when food staples are available for sale by farmers. 

3.2 The farmer organization and traders models and their role in P4P 

3.2.1 The Farmer Organization model  

To enhance WFP procurement from smallholders, similar to most countries participating in P4P, support 
to Farmer Organizations forms a key strategic thrust of P4P and as such the initiative in Kenya has 
supported the institutional capacity of 76 organizations as of 2013.  The strategy is based on the premise 
that by channeling support to Farmer Organizations and strengthening their institutional capacity to 
interface with large buyers such as WFP, the diseconomies of scale associated with fragmented supply 
from individual smallholders will be overcome.  
 
As such, the below describes the type of support FOs received under P4P and its partners brought.  The 
goal of the approach has been to build leadership and management skills of FOs to put in place systems 
which contribute to smallholder bargaining power by organizing a range of joint actions such as bulk 
buying of inputs, collective marketing, negotiating of credit and contracts, and lobbying policy-makers.   
 



18 

To support the transitioning of smallholders typically supplying fragmented informal markets to 
targeting larger, formal more strict demand buyers such as WFP, the P4P initiative partnered with the 
Cereals Grains Association (CGA) in the Southern Rift valley region of the country and the Academic 
Model Providing Access to Healthcare (AMPATH), in the Northern Rift Valley.   
 
CGA is a national farmers-based federation for large and small farmers, and has been instrumental in 
mobilizing smallholder farmers and training them in the required standards, processes and procedures 
for supplying a large buyer such as WPF. Traditionally CGA worked with FOs to supply local or urban 
markets, and therefore had to modify its training approach to build up the capacity of its members to 
satisfy WFP’s higher quality control parameters.   
 
CGA trained leaders of farmer organizations in contractual procedures when dealing with a large buyer 
and good post-harvest and storage practices required for bulking the minimum quantities required 
before a contract with WFP can be secured.    
 
In the Northern Rift Valley region, AMPATH, an NGO, whose core mandate is to provide health care to 
HIV positive people, also has experience in strengthening group formation and enterprise skills.  The 
NGO has already worked in the past with WFP on a project to increase incomes by strengthening 
business skills.   
 
In partnership with P4P, AMPATH started with 103 small self-help groups comprising between 15-20 
people.  These groups were consolidated into 9 umbrella groups which have grown to 27 umbrella 
groups made up of 60 self-help groups, which in total represent 2,500 farming families in 2013. Six of 
these groups have participated in P4P’s competitive tendering process.   
 
Despite an absence of data, the NGO claims that they have witnessed an increase in production, owing 
to farmers efforts to increase yields to respond to the WFP market outlet and the ability of farmers to 
use WFP contracts to access farm inputs on credit - 13 of the 27 groups have accessed loans for a total 
of 400,00 USD and with the support of Equity Bank and the Kenya Women Finance Trust7.  
 
With the mentoring and coaching support of these organizations, FOs in preparation for a contract with 
WFP, will aggregate members and non-members produce into common stores where sorting, grading 
and re-bagging is done.  
 
From sales to WFP, the FO will usually retains 100 KES (1.16 USD)  per 90kg bag, both from members and 
non-members, as the cost for running their organizations and any other common project for the group.  
However in the Uasin Gishu region the amount retained for non members is 150 KES (1.74 USD) against 
100 KES for members. 

2.2.2 Strengthening linkages with agrodealers and local traders8 

A total of 35 small-scale traders and agro-dealers were registered as P4P suppliers.  These actors were 
selected from the existing WFP suppliers database, and in consultation with other development 
partners, such as the Agricultural Market Development Trust (AGMARK) and USAID’s Market Linkage 
Initiative.  AGMARK provided training to agro-dealers using its hub and spoke model. Agro-dealers are 
an important link in the maize value chain for both supply of inputs and facilitating aggregation of 
produce.  
 

                                                           
7
 http://www.kwft.org 

8
 Adapted from P4P’s report on Linking Farmers to Market through Traders, P4P, June 2013.  
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Traders and agro-dealers were given training on WFP procurement processes, grain standards, post-
harvest handling and grain aggregation.  For the agro-dealers already engaged in grain bulking a 
matching investment facility was set-up to improve the standards of basic warehouse equipment.  
 
Out of the 35 registered traders, 21 were awarded contracts but only 13 delivered all or part of the 
volume contracted as of December 2012. Traders were recorded as paying between 30 to 80 percent 
less than supplies contracted through FOs.  Even though these figures do not give a positive impression 
of the role of traders in linking smallholder to WFP, the P4P team Kenya did indicate that the approach 
could be revisited after the pilot with more emphasis on marketing capacity, linkages between traders 
and FOs and mechanisms to improve price transmission. 
 
In addition to the mentoring support on aggregation of supply, a range of specific skills and services 
were also contracted in support to strengthen both traders and the FO network to be able to reach the 
volumes and quality standards required by WFP.   Generally, WFP classifies FOs in three levels according 
to their marketing capacities to engage in different types of contracts. The type of contract used varies 
according to the category of an organization.  These are illustrated in Figure 7. 

 
Figure 7: Development of organization according to contract type 

 
Source: WFP  

 

3.3 Access to finance  

Addressing access to finance is a priority for any initiative or project endevouring to link smallholders to 
markets.  To address this, P4P Kenya teamed up with Equity Bank, a leader in the region in the 
development of financial products for the rural poor and micro and small enterprises.  
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Founded in 1984, Equity Bank, has grown from a provider of mortgages to low income groups in Kenya 
to branches in Uganda, Rwanda, South Sudan, and Tanzania. Equity bank now holds nearly half of all 
bank accounts in Kenya. In contrast to other commercial banks, its presence in rural areas is widespread 
thanks to the creation of an agents system, under which any micro or small business can register to send 
or receive automated cash transactions. In Kenya, the bank has 6000 agents in addition to its 150 bank 
locations country-wide. 
 
Equity bank has been partnering with P4P since 2009 and the partnership has facilitated the 
dissemination of smallholder friendly financial services and products. The collaboration has facilitated 
the opening of bank accounts for farmer organizations as well as providing FO members and traders 
with access to training in financial literacy offered under the Corporate and Social Responsibility wing of 
Equity (Equity Group Foundation). An innovative financial product by the bank that bears promise for 
the farmer organizations are loans for aggregation. However, the use of this product still needs to be 
further disseminated. 
 
P4P has also partnered with the Kenya Women Finance Trust (KWFT) - which targets low income women 
to alleviate poverty through provision of innovative savings and credit products tailored to meet 
customer needs – and Agriculture Finance Corporation (AFC) which is a government-owned financial 
institution that provides loans to individuals or groups involved in agriculture.   

3.4 Production and post-harvest support 

3.4.1 Support to smallholders in production  

The cost of maize production in Kenya varies from year to year and from region to region. Appraisals for 
the case study established that in 2012 the cost of production per 90kg bag in Transmara region was 
1 150 KES (13.4 USD) while the production cost for the same volume in the Uasin Gishu region was 1 250 
KES (14.6 USD).  
 
FOs supplying WFP were paid 3 054 KES (35.6 USD) in the Transmara region and 2 833 KES (33 USD) in 
the Uasin Gishu region. It is important to note that the farmers in the Transmara region, a bi-modal rain 
area, have two maize cropping seasons. One of the seasons enables farmers to harvest when the maize 
prices in the country are high hence the premium price received in the region compared to the prices in 
Uasin Gishu region where the harvest period coincides with low prices.  
 
P4P participants are not direct recipients of support on agricultural production in the form of 
agricultural inputs or extension services, however they were selected on the condition of access to 
technical support offered by partners such as FAO and the Ministry of Agriculture.  As a result of the 
partnership with MOAL&F, P4P participants have benefitted from government subsidized inputs 
distributed through participating FOs.  They also receive government agricultural extension services and 
training on crop husbandry and post-harvest handling practices.  
 
A 2012 WFP report9 indicates that the combination of the provision of these types of services, 
improvements in FO service delivery and linkages to other service providers such as financial brokers, 
and the opportunity of a reliable buyer such as WFP, has led to a rise in productivity yields by almost 3 
percent more than non-participating P4P farmers.   

                                                           
9
 Impact of Linking Small-Scale Farmers to Market on Famer’s Production Practices and Welfare in Kenya (WFP-P4P 

Kenya Report) November 2012.  
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3.4.2 Post-harvest handling practices and quality control  

A key component of P4P t is to improve smallholders’ capacities on post-harvest handling in order to 
reduce losses and improve grain standards to a level acceptable for WFP’s requirements. As described in 
section 3.5 below, WFP has adapted many of its procurement modalities so that smallholders can reach 
the standards required. To do this P4P has partnered with a number of public and private sector service 
providers such as Rentokil, Intertek, Société Générale de Surveillance (SGS), MOAL&F, and EAGC.  
 
RENTOKIL and SGS, are fumigation companies contracted by WFP to combat problems of grain 
infestation.  During the mission, the companies noted the lack of knowledge on the part of the FOs on 
proper stacking arrangements for the commodities resulting in repeated fumigation. Consequently, the 
companies only agree to fumigate when commodities have been stacked correctly to avoid unnecessary 
costs.   
 
When carrying out their fumigation and certification activities, the companies have also been contracted 
to provide training to the farmer groups on; on-spot grading, the use of appropriate packaging material 
and storage and stacking practices.  
Training on the inspection process carried out by these companies to evaluate the grade of the 
consignment helps avoid unnecessary future rejections of shipments.As FOs become stronger in their 
capacity to market collectively to large-scale buyers, P4P plans to phase out the provision of fumigation 
and quality control services. 

3.4.3 Storage and warehouse management 

The Eastern Africa Grain Council (EAGC) is a key partner, providing technical assistance, training and 
policy advice on storage practices, management and coordination of storage providers across the 
country. EAGC also promotes the use of Commodity Exchanges and warehouse receipt systems, viewing 
these mechanism as key in contributing to price stabilization of the sector.   
 
EAGC is a membership organization. Membership of EAGC is open to grain producers, agro-dealers, 
marketers as well as other organizations such as Equity Bank and WFP. It has been introducing 
structured marketing systems to farmers such as the warehouse receipt system.  
 
After FOs have graduated from the P4P process, described in Figure 7, EAGC will continue to work with 
these FOs strengthening their storage management systems. WFP has also contributed to EAGC’s 
initiative on marketing information system. EAGC sees these types of processes as key building blocks 
towards a functioning and sustainable Commodity Stock Exchange in Kenya. 
 
Lack of appropriate grain storage technologies in Kenya is no different from other sub-Saharan African 
countries.  The NCPB has the biggest network of storage facilities in the country, and offers its facilities 
for a fee. These services are generally only used by medium to large traders and farmers.  Out of 76 
groups participating in P4P only one of these groups benefits from an NCPB store.  
 
Given the lack of national storage facilities and the importance of storage for ensuring the quality of 
grains, for WFP, this topic has formed a main area of intervention for P4P. Most of the participating FOs 
have received temporary storage facilities from WFP, which are locally known as “wikis”.  P4P has made 
concerted efforts in trainings to sensitize the farmer groups on the importance of storage for supplying 
WFP and have committed to provide 30 percent of the cost of a store, on condition that 70 percent of 
the required funds are raised by the FO.  Fourteen groups have since applied for the grant, of which 2 
groups have completed the warehouses (store) with capacities of 1 000 tonnes (i.e. Schemers and 
Waumini) and two other groups in the process of building their warehouses.  The grant is to be used for 
roofing the warehouse once the group has managed to complete the warehouse foundations and walls.    
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Figure 8: A store completed by the Waumini self-help group 

 

 
Source: Photo by author 

 

3.5 Internal changes to WFP procurement systems  

Many appraisals and lesson learning documenting P4P have focused on the support provided to the 
supply side, as described in section 3.4 above. To accommodate smallholder output supplies WFP, 
however, also had to undergo a number of significant changes to its own procurement procedures. This 
demonstrates the organization’s will to facilitate smallholder-friendly procurement and are worthy of 
further investigation and documentation.   
 
This section describes a number of processes internal to the WFP procurement system which have 
changed in order to enable the sourcing of output supplies from FOs supported by P4P. It also compares 
how these procedures are generally carried out under WFP regular procurement systems. Changes to 
processes include: (i) testing of different contract modalities (ii)  shortening payment times (iii) provision 
of customized logistical and transport systems (iv) customizing administrative procedures and (v) 
provision of services for quality control.   
 

3.5.1 Introduction of different contracting modalities 

WFP uses three procurement modalities in Kenya to procure from smallholders namely: i) direct 
contracting; ii) soft tendering; and iii) forward contracting. Forward contracting was launched on a pilot 
basis for the first time (in Kenya and across other P4P pilot countries) in the marketing year 2012/2013 
for the procurement of maize. 
 
Purchases up until 2010 were predominantly done through direct contracts, which were used to 
introduce groups to WFP procurement and provide practical training on grain quality assurance and 
collective marketing. Under direct contracting, prices are offered based on an appraisal, at the time of 
the contract, of the national wholesale market price, the NCBP’s floor price and the price offered by the 
FOs.  The prices offered by the FOs will vary according to their understanding of the market and are 
more often linked to the local market prices where they are located, rather than average urban or 
national markets.  Due to WFP’s need to attract high quality supplies it will offer a price at the higher 
end of the average market price.    
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Under this modality, P4P ran into difficulties due to the length of time FOs needed to aggregate the 
agreed amount.  In some cases this process could take over two months.  This sometimes resulted in 
farmers that delivered consignments at the beginning of aggregation process, returning to stores to 
recoup supplies before all the contracted amount had been aggregated, resulting in defaults. WFP now 
requires that, before entering into a direct contract, FOs need to have at least 50 percent of the agreed 
amount already aggregated. Regular checks are carried out by WFP staff to monitor the aggregation 
process.  
 
To introduce FOs to the open contract tendering process which their standard traders comply with, 
contracts issued from mid-2010 to early 2011 were mainly done through competitive tender. For FOs 
tendering documents were simplified and shortened.  This contract modality offered FOs a good 
transition from direct contracts to a more competitive process.  
 
Many of the more inexperienced FOs that applied for the tenders resulted in high defaults. In the 
second quarter of 2011, WFP decided to revert back to direct contracts to mitigate defaults caused by 
the lengthy tendering process. It should also be noted however, that this period was also adversely 
impacted by volatile commodity markets which also contributed to high defaults.  
 
To try to address the high incidences of default, in the third quarter of 2011, over 43 forward contracts 
were issued to test this procurement modality.  Under the forward contract modality a down payment 
of 50 percent is made based on a visual inspection that certifies 50 percent of the contracted quantity 
has been aggregated.  The final payment is made 14 days after delivery. 
 
During the testing of the forward contracts several extensions were provided to suppliers, due to 
problems with drought in the marginal agricultural areas, high demand for maize during the period and 
speculation by suppliers.   
 
Most of the traders who were issued with forward contracts defaulted despite several extensions.  The 
main reason for total defaults by traders was that they feared they would not make reasonable profit 
with the prevailing market prices that WFP would use to determine the delivery price, even with an 
incentive for improved quality. In some cases traders and FOs stalled the delivery of consignment in 
anticipation of higher market prices.  Based on the high number of defaults using the forward contracts, 
WFP reverted back to direct contracts with FOs and small traders.  
 
Table 5 table shows an overview of WFP prices offered to P4P participating groups between 2009 and 
2012.  As an example Annex 3 includes a copy of a contract between WFP and the Lolgorian Grain 
Growers Self Help Group for a quantity of 32 250 tonnes.  
 

Table 5: Price for organizations under P4P 

Year 
Commodit
y 

Price by 
WFP 
(Ksh)10 

Market 
price 
(Ksh) 

Price differential 
WFP vs Mkt Group region 

Sept 2009 Maize 2300 2600 -12% Koptigei Transmara 

2010 Maize 2413 1556 55% Schemers Uasin Gishu 

Sept 2010 Maize 2041 1779 15% Kaptigei Transmara 

Sept 2010 Maize 1439 1779 -19% Angata Transmara 

                                                           
10

  Exchange rate used is the  market exchange rate for respective periods 
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2010 Beans 5696 4642 23% Marenyo Nyanza 

2010 Sorghum 1916 2227 -14% Agents Mwingi 

2011 Maize 2870 1940 48% Logorian Transmara 

2011 Maize 2986 1379 117% Jipe Moyo Uasin Gishu 

2011 Beans 5664 5316 7% Marenyo Nyanza 

2011 Beans 5775 5316 9% Marenyo Nyanza 

2011 Sorghum 1590 2092 24% Agents Mwingi 

Feb 2012 Maize 3014 2969 2% Logorian Transmara 

Feb 2012 Maize 2799 2869 -2% Wamuini Uasin Gishu 

Sept 2012 Maize 3228 2969 9% Logorian Transmara 

Sept 2012 Beans 5413 5271 3% Logorian Transmara 

Sept 2012 Sorghum 2706 2953 -8% Nunguni 
chemist 

Mwingi 

Source: WFP, 2012a. 
Defaults

11
 under P4P  

Other issues- e.g. Side-selling is also an issue.  

 

3.5.2 Shortening payment times 

A general challenge in linking small-scale producers to structured markets is the need to pay 
smallholders cash on delivery of produce or within a very short period of time after delivery, given their 
lack of access to savings or credit.  
 
At the beginning of P4P payments took up to 30 days for approval, which contributed to small farmers’ 
reluctance to enter into contracts with WFP a second time.  Subsequently, the payment process for P4P 
suppliers has been given preference in WFP payments division, with FOs payments now fast-tracked and 
reduced to 14 days, compared with at least 21 for non-P4P suppliers.  Double checks are also made on 
the banking information given by the FOs, which when incorrect or incomplete have led to payment 
delays in the past.  
 
Once a payment has been approved in the WFP Standard Operating Procedures system, the payment 
will reach the FO bank account within 24 hours.  This is thanks to Kenya’s progressive national financial 
transactions system.  A bank transfer, for instance can be lodged by WFP before 14.00 and the payment 
will be received by the FO the following day by 17.00.  This type of accelerated banking service is more 
advanced than many European systems.  

3.5.3 Customizing administrative procedures and waiving of performance bonds 

Prior to supplying WFP, FOs and traders had only experience in making spot transactions, based on 
informal contracts with no paper records or formalities. To facilitate FOs and small traders ability to 
supply a large buyer, WFP vendor registration process requiring bank details for payments is clearly 
explained and FOs receive training in writing invoices and delivery acceptable notes. While WFP will 
communicate and send tender document by email to regular programme suppliers, FOs are provided 
with hard copies of all documentation.  Tender documents will be also simplified and translated in 
Kiswahili when required.  
 
The performance bond of 500 tonnes is also reduced to 250 tonnes for FOs and the contract can be 
reduced to 26-28 tonnes from 56 tonnes for regular traders. Due to trucking costs, contract 

                                                           
11

 For WFP, a default on a food procurement contract occurs when a contract is not delivered, specifically 
regarding quantity and/or quality. 
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consignments cannot go below 26-28 tonnes. WFP also differentiates its price rates for primary 
transporters (tarmac and all weather roads) and secondary transporters (poor/bad roads). 
   
FOs and small traders are also exempt from bid bonds in the tendering process, which are issued by 
surety companies on behalf of the bidding trader and cover the difference between the bidding traders 
offer and the next best offer. This system provides WFP with some security if the bidder which has been 
awarded the contract fails to enter into the contract as agreed.  Waiving the big bond carries little risk 
for WFP as the quantities contracted under P4P are relatively small compared to its regular programme 
needs.  

3.5.4 Provision of customized logistical support  

Standard WFP purchases from large traders apply the Delivery at Place (DAP) method meaning that the 
seller is responsible for the delivery of grains to WFP warehouses. The seller thereby bears the costs and 
risks involved in delivery, the transportation costs are reflected in the final procurement price.  
 
Under P4P however, procurement from FOs generally uses the Ex-Warehouse (EXW) delivery method - 
meaning that WFP collects the produce at the FOs’  warehouses, relieving the FO of the obligation to 
arrange transportation or of bearing any of the risk during transportation. Transportation costs are not 
included in the final procurement price.  
 
Under the DAP method, transport arrangements under WFP’s regular programme are made using long-
term contracts with commercial transport companies, which are usually for primary 200 tonnage trucks, 
and are used to transport food from warehouses to beneficiary destinations.     
 
When WFP began procuring from FOs using the EXW delivery method, new types of contracts with 
transport companies had to be designed as the primary trucks are not economically viable for 
transporting small quantities supplied through P4P and are also too big to enter interior roads, 
particularly in the rainy season.   
 
To facilitate transport from smallholders, WFP, after a tendering process, will enter into a one-off 
contract with a transport company, with a duration of between 4-6 months. For secondary roads 15-25 
tonnage all weather trucks will be contracted.  These trucks are capable of transporting goods on 
interior roads from FOs bulking centres to WFP warehouses. The secondary road trucks are contracted 
from a base in Eldoret in the Northern Rift Valley province which is the main hub close to many of the 
FOs participating in P4P.  
 
Shipments from FOs need to be of a minimum of 10 tonnes and a maximum of around 28 tonnes. The 
cost of the secondary transport is higher than the standard primary used by WFP and the rate is 
calculated based on the distance between tarmac and the all-weather road.  The rate increases once the 
truck is off-tarmac and is calculated by kilometer.  During the rainy season it could take a truck one week 
to travel 20km from a collection point to a tarmac road. These costs are covered by P4P.  

3.5.5 Customization of quality control systems  

Smallholders supplying to WFP through P4P also need to adhere to the same quality control parameters 
as large traders.  To facilitate the quality control process, WFP staff from Nairobi in charge of quality 
control have trained logistics staff in WFP field offices close to FOs, in quality control testing and 
assurance.  
 



26 

WFP has also provided FOs with a ‘blue box12’ which contains the essential equipment for carrying out 
initial screenings of the quality of their grains before undergoing the mandatory quality check by WFP.   
 
Quality control testing for large traders takes place at WFP warehouses - for smallholders however, 
testing is by random sampling of 10 percent of available stock at FOs’ storage facilities and is carried out 
by a private company such as Intertek.  The company is contracted to ensure that the consignment 
meets WFP’s quality requirements. After a global inspection of the grains is carried out based on a visual 
and sample analysis, a certificate is awarded to indicate that the quality of the grain is uniform and 
conforms with the quality specified in the contract. During uplifting an additional inspection takes place 
to ensure that the shipment is the same as that already certified.  As part of the collaboration with P4P, 
Intertek, which also certifies warehouses for EAGC, provides training to the FOs on the inspection 
process they carry out to evaluate the grade of the consignment – this training helps to avoid 
unnecessary future rejections of shipments.  
 
If the stocks pass the control testing, WFP marked bags will be supplied, after which fumigation, by 
companies such as Rentokil, will take place at the FO’s warehouse. Fumigation takes about seven days 
and takes place while stocks are waiting to be uplifted.   The biggest challenge for a company like 
Rentokil13, working with FOs is the size of the storage facilities.  They are often too small, and their 
positioning, which should be isolated, poses problems for cross-infestation as crops are often 
aggregated within close proximity. Packaging materials are also often not suitable as the material used 
should allow for the penetration of the fumigation chemicals.  A lack of knowledge on proper stacking 
and arranging the commodities has resulted in repeated fumigations, with the company agreeing only to 
fumigate when commodities have been stacked correctly to avoid unnecessary costs.  This service also 
includes training in the fumigation of warehouses to FOs by the fumigation companies.  
 
As FOs become stronger in their capacity to market collectively to large-scale buyers, P4P plans to phase 
out the provision of fumigation and quality control services. 

3.6 Lessons on P4P from the field  

The mission team travelled to Eldoret and Kitale in Western Kenya to visit three farmer organizations 
participating in the P4P programme to gather perspectives from the up-stream actors in the maize value 
chain. Western Kenya is a high agricultural potential zone, considered to be the bread basket of the 
nation. The FOs were introduced to P4P by the Academic Model Providing Access to Healthcare 
AMPATH—a partnership comprising Moi University, Moi Teaching and Referral Hospital, and a 
consortium of North American institutions led by the Indiana University School of Medicine and USAID. 
AMPATH works with HIV positive individuals and has assisted some of them to join farmer groups in an 
effort to link them to markets. See below some of the lessons learnt from the field trips and discussions 
with beneficiaries of the programme.  
 
The Waumini Soko-Huru Organization 
The team first visited Waumini Soko-Huru (literally translates to Believers Free Market), a community 
based organization established in 2003 as a savings group with 10 members. As of December 2012 it had 
a membership of 32 comprised of an equal number of females and males. Interestingly, also 50 percent 
of the members are HIV positive and beneficiaries of AMPATH. After being introduced to P4P, members 
of the FO have received training in good agricultural practices and marketing of their produce that has 
boosted their productivity. In 2012, the group supplied 56 tonnes of maize to WFP. Spurred by the 

                                                           
12

 http://www.wfp.org/purchase-progress/blog/quality-checks-closer-farmer 
13

 These companies normally works with larger companies such as UNGA?, Miller, Alpha Grain and British America 
Tobacco, Pemba Flour Mills, Kenya Seed etc.  
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positive experience, the group invested its savings to build a warehouse with a capacity of 450 tonnes. 
The warehouse was completed in a record 6 months with support from WFP which, contributed 7,000 
USD towards the roofing of the storage facility. The group has been the second to complete a 
warehouse in partnership with P4P. The FO is currently in discussions with EAGC for participation in the 
warehouse receipt system. The group cited challenges with the timing of the contracting period and the 
duration of the payment cycle with WFP as a buyer. The FO has no external financing and with most of 
their savings invested in the construction of the warehouse, it has limited its lending operations to 
members.  Group members have also individually sold their maize to NCPB to meet their family’s 
immediate needs. 
 
The Schemers Famers Association 
The second FO visited by the mission was Schemers Famers Association, formed in 2006 as a self help 
group by University and College students in Sambut village to promote education in their community, 
but later changed its focus to agricultural development. The FO has received training from WFP, 
AMPATH and the Ministry of Agriculture in post harvest handling and storage, food safety and quality 
management, record keeping, gender mainstreaming, resource mobilization and marketing. Unlike 
Waumini Soko-Huru, Schemers has a fairly young membership comprising 60 men and 33 women. The 
FO has successfully fulfilled four contracts with WFP, totalling 52 tonnes of maize and 56 tonnes of 
beans. Additionally, it has sold maize to traders such as Export Trading Company (300 bags) and Dollar 
(250 bags) and a total of 91 bags of beans to four schools in the area. Since 2010, the FO has accessed a 
total of 7 loans— three for the purchase of input supplies while the remaining four was used for the 
aggregation of maize and beans. Through a financial intermediation arrangement with Equity Bank, the 
FO is able to give its members 80 percent of the value of the stored crop. The FO was the first of the P4P 
beneficiaries to complete a warehouse (900 tonnes in capacity) and has graduated to become a WFP 
registered vendor. WFP however cannot also buy the food aggregated by the FO.  At the time of the 
mission the main challenge for the FO was the 950 bags of beans in storage for which it had not found a 
buyer for more than four months. This was causing anxiety among its members as they were incurring 
higher interest charges from the financier. This raised the issue that it is important to have a market 
identified before farmers go into aggregation. For its sustainability, the FO retains 100 KES (1.15 USD) for 
every bag of commodity sold and also charges 100 KES per bag stored in the warehouse. Looking ahead, 
the FO plans to acquire a dryer and a tractor to provide added services to its community. 
 
The Kaptebee Self Help Group 
The third group visited by the mission is Kaptebee Self Help Group initiated in 2006 with 9 members. It  
is currently an umbrella organization for 2 groups with 79 farmers members in total (57 males and 22 
females). The group is in the process of building its warehouse,  it started in 2011 and has target 
December 2013 as completion date. Kaptebee SHG has accessed five loans from Equity Bank. The group 
has supplied a total of 341 tonnes of maize and 28 tonnes of beans to WFP as well as successfully 
marketed its produce to other trader and schools as of December 2012. The group owns a truck that it 
hires out. Similar to the other two FOs, members of Kaptebee have received numerous trainings on 
topics such as good agricultural practices, record keeping and group dynamics from AMPATH, P4P and 
MOAL&F. Challenges cited by the group include shortage of labor due to aging farmers, delays in the 
supply of inputs and price volatility, particularly in the maize market 
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4. THE INSTITUTIONAL BUYERS’ MARKET FOR STAPLES BEYOND P4P  

4.1 Institutional markets and buyers beyond WFP  

With increasing demand for the commercialization of food staples as a result of population growth and 
urbanization in Kenya, large, public and private buyers of staple crops such as maize, beans or sorghum 
could become an increasingly important market segment for smallholders, particularly those organized 
into farmer groups and cooperatives.   
  
As such, farmer organization that can tap into smallholder supply networks, and that can also provide 
aggregation and other types of services needed to incentivise smallholders to sell beyond the farm gate 
are possible alternatives to large traders.   
 
WFP, using extra-budgetary funding from a range of donors, through the P4P pilot, tested the 
hypothesis that smallholder farmers, with support from farmer organizations, and traders, can supply a 
large buyer with very specific demands for large volumes of high quality produce.   
 
An underlying premise of the P4P strategy, which is important for its sustainability, is based on the 
assumption that if smallholders manage to supply one large buyer, such as WFP, then will be able to 
continue to apply their new-found capacities and confidence to identify, negotiate and supply other 
large buyers with similar needs.  
 
Table 6 shows that as groups continued to gain experience on group marketing between 2009-2011the 
volumes sold to other markets increased as compared to volumes sold to WFP/P4P. Over 10 900 tonnes 
have been sold to other markets other than WFP. 
 

Table 6: Volumes sold to other buyers vs. WFP/P4P 

Year 
Contracted 
(tonnes) 

Delivered 
(tonnes) 

Quantities sold to 
markets beyond 
WFP(tonnes) 

Percentage 
compared to WFP 
purchases 

2009 1,313 639 0  

2010 12,914 4,199 3,736.87  

2011 5,823 3,229 3,813  

2012 1,409 902 3,448  

Source:  
  
This is not only important to enable FOs to expand their market outlets and diversify risk but is also 
essential due to WFP’s dependence on unpredictable donor financing to procure food for emergencies - 
which leads to erratic buying and does not allow for production planning and aggregation by FOs.  Local 
private and public institutional buyers might be more reliable as they will return to the market based on 
ongoing institutional needs and market demands – although for public institutional buyers access to 
regular and reliable public funding to purchase food, for instance for the NSR, was also noted as being a 
problem, as described in section 2.3 Maize – The Mainstay of Kenya’s food system. 
 
Against this background, the authors spoke to a range of public and private buyers of smallholder 
produce to gain insights into the extent of current linkages with smallholder suppliers and the feasibility 
for increased in linkages. The mission also discussed with buyers the potential for the commercialization 
of sorghum, a staple crop particularly popularly in arid and semi-arid areas of the country, for which 
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more detail is provided in section 4.5 The institutional buyers’ market for other staple crops: The case of 
sorghum.  
 

Section 4.2 below provides an overview of the 
insights shared by those large buyers met by the 
mission team.  The limited duration of the 
mission did not allow for interviews with all 
large buyers, but the following public and 
private companies and institutions did provide 
significant time to discuss the subject: the NCPB 
and the Ministry of Education, the Kenyan Red 
Cross, the Export Trading Company and Pisu 
Limited (private sector millers), and East African 
Breweries  (buyer of smallholder produced 
sorghum).  

 
Other important buyers in the sector who were not interviewed and which should be considered in any 
follow-up work are prisons, hospitals and also large boarding schools, which are often located in rural 
areas and would require regular quantities on an ongoing basis.  

4.2 The opportunities and challenges for farmers supplying to the NCPB14  

The national cereals board purchases maize, wheat, rice, pulses, fertilizers, agrochemicals and seed - but 
most of its activities centre around maize and beans.  The NCPB has 110 depots around the country - 50 
of which are not functioning – 25 percent are silos and 75 percent are conventional stores. The NCPB 
has a total capacity of 1.8million tonnes equivalent to 20,403 million bags.   
 
The NCPB retains stock in the reserve, distributes for national emergencies and unused stock will be 
replaced within 3 years of purchase.   
 
Table 7 shows the storage capacities of the NCPB in each of Kenya’s regions. 
 

Table 7: NCPB Regional Distribution of Storage Capacity 

Region 
Total Capacity 
 (90 kg Bags) 

Capacity  
(tonnes) 

Nairobi/Eastern 3,720,500  334,878 

North Rift 4,378,000 394,059 

South rift 4,870,000 438,343 

Western 2,221,000 199,910 

Nyanza 1,737,000 156,345 

Coast 973,000 87,578 

Northern 2,504,000 225,382 

Total 20,403,500 1,836,495 

   Source: NCPB Kenya  
 
To learn about NCPB’s relationship with farmers and its potential as a market outlet for smallholders the 
mission visited a regional depot located in the South Rift region of the country.  The depot has the 
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 This section has been adapted from a comprehensive presentation delivered by NCPB in Nairobi during the 
mission in  January 2013. 

Some groups besides the IBs have been able 
to competitively sell to private markets such 
as churches, schools and millers a case of 
Schemers who in 2012 sold 250 bags of 
maize to Dollar millers, 300 bags to a private 
large scale trader (Export Trading Co.) and 71 
bags of beans to schools 
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capacity to store 4.8 million bags or 438 343 tonnes. Annually the average intake for the region is about 
4 million net kilos and between 2006-2007, which showed a good harvest, 4.8 million tonnes of grain 
were stored.   
 
Around seventy per cent of grain from the depot generally goes to the NSR with about 20 percent going 
to UNGA grain millers for human and animal feed products and 10-15 percent to WFP and any balances 
sold to maize millers.   
 
Sellers are categorized by quantity and quality of produce.  Purchases per transaction are for a minimum 
of 90kg bags.  Large farmers supply around 20 percent of total purchases, medium to large traders about 
30 percent, and small traders and farmers on average 50 percent.  
 
In addition to a market outlet for the National Strategic Reserve, the NCPB depot offer farmers three 
primary services; silos for storage; drying facilities and a market outlet.  Farmers are given the option to 
sell to the NCPB immediately or to use the storage facilities and sell the grain at a later date.  About half 
of the farmers will request to use the store in the hope of fetching higher prices later in the season. 
Storage fees, charged at 12.5 percent, are deducted when the grain is sold to the strategic reserve.  For 
every 1 percent moisture reduction required farmers are charged 0.32 USD per bag.  The cost also 
includes fumigation.  
 
The medium and larger farmers, will more typically use the storage facilities offered by the NCPB until 
they can be paid by the NCPB or they choose to sell to another buyer.  If they sell to the NCPB, the costs 
of storage, which runs between 0.87 USD for one month to 1.86 USD for six months, are then waived.  
 
Smaller farmers find it difficult to rely on the NCB as a market outlet. They often have to queue for 2-3 
days and the board’s capacity to buy depends on the dispersion of centralized funds which more often 
than not are delayed meaning that farmers sell on credit. While larger farmers can await payment, this 
is typically not a viable payment option for smallholders, despite the higher price offered by the NCBP.  
 
To encourage sales from smallholder farmers, the NCB’s depot catchment zones, could when funds do 
arrive, allow small farmers, for instance under 10 hectares, priority in the queues and fast-tracking their 
payments. This would involve very little alteration to the NCB’s administrative mechanisms but would 
allow smaller farmers, at least those within a reachable distance of an NCB depot, to avail of higher 
prices when funds are available.    
 
The NCPB also has the capacity to provide a warehouse receipt mechanism, however it is not fully 
capitalized due to farmers lack of knowledge and trust in the system.  At the time of interview, the WRS 
had about 200 000 bags in storage.   The NCPB is working however with EAGC and Equity Bank to try to 
promote the model and capitalize on the existing infrastructure available in order to contribute to the 
stabilization of market prices.  

4.3 Other buyers 

4.3.1 Kenya Red Cross  

The Kenya Red Cross is a humanitarian relief organization operating in eight regions with 63 branches 
countrywide. Its core mandate is to provide relief to victims of disasters.  In the field of rural 
development and agriculture it implements a number of projects ranging from support to pastoralists to 
drip irrigation and support to farmer groups on market linkages. To support food security KRC, in 
addition to procuring food annually for households in need, it also supports the production of staples 
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distributing over 320 tonne of seed to 200 000 farmers and 10 000 cassava cutting to 3 100 families in 
2011.  
 
The work of the organization in 2011 was marked with the response to Kenya’s worst drought in sixty 
years as well as excessively high rainfall during the rainy season causing flash floods.  During this period 
KRC distributed 622 tonnes of food to communities in need as well as over 2 000 tonnes of Unimix 
(fortified flour) to almost 300 000 school children.  
 
KRC also complements the government’s and WFP’s distribution of food aid, operating in four provinces 
in the Northern, Eastern, and Coastal regions, in addition to the  government’s operations in 13-19 of 
Kenya’s 46 counties.  
 
Food procured by KRC includes maize, cow peas, beans and cassava. Similar to WFP, when funding has 
been acquired for food aid, a tender is placed in the public press and sent to its past suppliers. During 
the drought crisis of 2011 KRC bought flour to Proctor and Gamble which was found to be infected with 
aflatoxins. Since then the organization has put in place a strict quality control system which involves 
three different laboratory test before food deliveries are accepted.  
 
The KRC is funded by private individuals, corporate bodies, other Red Cross and Red Crescent Societies, 
ICRC, IFRC, international institutions and intergovernmental organizations and the public. To mobilize 
the additional funding needed for the disasters in 2011, under an initiative entitled Kenyans for Kenya 
(K4K) the KRC, in collaboration with the private sector - Safaricom Foundation, Media Owners 
Association and the Kenya Commercial Bank Foundation, to lobby Kenyans and business to support 
drought victims.  
 
That KRC has two parallel programmes, one of which works with communities on production and 
marketing linkages, and the other on the procurement of food for emergencies.  The organization, could 
consider the feasibility of merging these programmes so that the communities they support on 
production also supply to KRC food emergency programmes. Most likely the organization would face 
challenges similar to WFP’s, for instance on defaults, the need to fast-track payments and to introduce 
customized administrative and logistical arrangements.  If this strategy was not found to be feasible KRC 
could also, in consultation with WFP, appraise the possibility of linking the communities it is working 
with on production and marketing to WFP’s P4P procurement process.  

4.3.2 Kenya’s Home Grown School Feeding Programme – a market outlet for local farmers 

Since 1980, the World Food Programme in collaboration with the Ministry of Education has been 
implementing the School Meals Programme in the arid and semi arid areas of Kenya. The programme 
has also covered schools in the unplanned urban settlements of Nairobi and was estimated to reach 
approximately 1.2 million children in December 2008. The programme is now entitled Njaa Marufuku 
Kenya (NMK) and is implemented in close collaboration between the Ministry of Agriculture and the 
Ministry of Education.  
 
The Partnership for Child Development15 has also been engaged in the capacity development of the 
Ministry of Education staff in the implementation of the Home Grown School Feeding Programme, and 
has prepared a strategy document that looks at the roles and responsibilities of the Ministries of Public 
Health, Agriculture and Education in the implementation of the programme. 
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 http://www1.imperial.ac.uk/partnershipchilddevelopment/ 
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In 2009, WFP in line with its shift in corporate vision from a food aid to a food assistance organization 
designed the Home Grown School Feeding Programme (HGSMP) as a five year staggered take over 
programme by the Government of Kenya of its In-kind School Meals Programme. GoK availed of about 
USD 5 million (430 million KES) for the first two years of the programme with additional funding of 
approximately USD 2 million (170 million KES) provided by the Government of Japan. In the first year, 
540 000 school children, previously benefiting from WFP, were transferred to HGSMP and a further 50 
000 children were to be handed over to the government for each of the consecutive years.  
Table 8 summarizes planned and actual handover numbers under the program.   
 

Table 8: Planned and Actual handover numbers 
Planned handover numbers Actual handover numbers 

District 
Year Handover ISMP HGSMP Total 

Handov
er 

ISMP HGSMP Total 

2009 540,000 770,500 540,000 1,310,500 540,000 770,500 540,000 1,310,500 

Machakos,Mwingi, Kitui, 
Mbeere, Tharaka, Kajiado, 
West pokot, Baringo, Lamu, 
Koibatek, Keiyo, Marakwet 

2010 50,000 720,500 540,000 1,260,500 0 720,500 540,000 1,310,500 
There was no handover as 
the programme was settling 

2011 50,000 670,500 590,000 1,260,500 53,802 679,196 593,802 1,314,302 
Taita taveta, Kaloleni, 
Malindi 

2012 50,000 620,500 640,000 1,260,500 55,818 629,305 729,366 1,358671 Narok, Kwale, Kinango 

Source: MoE (2012) 

 
An underlying complementary strategy of the HGSMP is to provide a market outlet for smallholder 
producers through the schools local procurement efforts. Discussions with a principal from one school 
during the mission’s field trip, described however that, instead of purchasing directly from smallholders, 
schools typically purchase food from local traders who have in turn aggregated the produce bought at 
farm-gate from numerous small farmers.   
 
Challenges procuring from local farmers were noted as their inability to supply adequate quantities, the 
lack of appropriate legal documentation such as registration and health certificates as required by the 
government procurement guidelines, and their reluctance to accept cheques as payments, which is also 
a government requirement for schools procurement procedures.  
 
A systematic and comprehensive monitoring and evaluation exercise was being undertaken by the 
Ministry of Education and WFP at the time of the mission’s visit and a preliminary review showed that 
approximately 87 percent of school tenders were awarded to local traders. Moreover, the tenders 
awarded often included other commodities under the programme such as vegetable oil and pulses, 
commodities that many smallholder farmers are not in a position to supply (MoE, 2012). A USDA study 
(2009) also highlighted the exclusion of pastoralists from the programme whose main activity is rearing 
livestock.    
 
Ironically, many schools in rural areas accept deliveries from part of the families maize surpluses at an 
agreed rate in lieu of school fees and thereby are circumventing the administrative and quality control 
procedures required to formally supply schools. This model can work well in areas where farmers can 
produce surplus.  Key informants reported however that schools still need to carry out quality control 
checks of the food and at times some quantities need to be thrown away due to problems with 
aflatoxins and pests.  
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In light of the constraints, the School Meals programme has since broadened the meaning of “local” to 
“food produced and purchased within a country” hence does not limit itself to procuring from small 
farmers. There is thus a need to support increased local production if the programme is to benefit local 
farmers.  

4.4 Large-scale private-based buyers of staples 

In addition to public institutional buyers, privately operated institutional buyers such as schools, 
hospitals, as well as other private sector players including breweries, large agro-processors and 
supermarkets are also potentially important domestic markets for local farmers. They have different 
needs and challenges however from the public sector - in addition to the profit motivation, they will be 
driven by their end customers’ demand criteria as well as the market dynamics and structure within 
which they operate. The mission team met with three different large private companies procuring 
staples from the local market.  

4.4.1 Export trading Company  

Export Trading Company is a private company operating in Kenya since 1998. Its main activity is trading 
in staple commodities primarily maize, beans and sorghum which it purchases from small scale and 
medium farmers in different regions throughout the country. 
 
The company has field collection centres in Eldoret, Kisumu and Kitale where farmers and small traders 
deliver their commodities. Export trading does not collect commodities directly from sellers. The lowest 
tonnage collected from the small scale producers by the company is 5 tonnes, meaning that most of the 
smaller farmers would have to engage in bulking in order to sell to the company. Export trading also 
imports grain from neighbouring countries – Uganda and Tanzania.  
 
The company buys at the market prices.  It doesn’t differentiate price for diverse quality standards 
unless there is a sizeable consignment of a uniform high quality grain which will gaurantee higher 
market prices. The company sells to Millers, animal feed processors, WFP and also exports to other 
countries.  The share of each of the above buyers are Millers and feed processors (25 percent), WFP( 30 
percent), other NGOs(25 percent), and exports(25 percent). 
 
On average it sells between 10 000 to 15 000 tonnes per annum through open bidding. From the date of 
collection the company will wait between 21-30 days for payment, which is not a problem for the 
company as it has a diversified income base from various buyers.  Export trading identified six main 
competitors in this business which includes the PISU company, Millers, WFP, NCPB and private individual 
large scale traders.  It is interesting to note that these same competitors are also ETC’s main clients and 
can be ranked in terms of volumes they buy, with maize millers and food processors ranked first 
followed by large individual traders, NCPB and lastly WFP. 
 
The CEO of ETC identified the following as the main challenges to the businesses enabling environment - 
interference by the government on the market by imposing export bans and importing duty free maize; 
over reliance on the rain fed agriculture which causes scarcity of commodities during droughts; high 
interest rates; and the prevalence of aflatoxin in the country.  Proposed solutions to these challenges 
were: the operationalization of a Warehouse Receipt System across the country to ease price volatility; 
introduction of Genetically Modified Maize and the development of more client friendly financial 
services and products along the staple value chains. 
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4.4.2 PISU & CO limited 

PISU & Co16 was established in 1979, initiating its operations in Nairobi, Kenya where its head office is 
located. PISU is known as a trading enterprise and has grown over the years 
as a family business, supplying commodities, food items, uniforms, relief supplies, power supplies, and 
other items to Governmental Organizations, NGOs, Parastatals and Exports to other continents.  
Main agricultural commodities traded are Maize, Beans, Green Grams, Lentils, Pigeon Peas, Sorghum, 
Soya beans  and rice.  
 
PISU procures its stock from other medium and large traders. The company estimates that it sells 
approximately 50 percent of its maize to WFP while the remainder sales are split equal between non-
governmental organizations (NGOs) and private millers. Approximately 50 percent of beans are 
purchased by the Government of Kenya; 25 percent is exported and another 25 percent goes to NGOs.   
Pisu has four warehouses located in Eldoret, Mombasa, Kisumu and Nairobi with a combined total 
capacity of 40 000 tonnes.  It views export trading and the NCPB as its closest competitors when trying 
to source grains.  
 
It is unlikely that the company would engage in a concerted effort to modify its procurement system to 
accommodate purchases from smallholders, if however FOs could supply the same quantities and 
quality as established traders the company could be an additional market outlet for smallholders.  

4.5 The institutional buyers’ market for other staple crops: The case of sorghum 

The government of Kenya through its various initiatives such as the Home Grown School Feeding 
Programme has been making efforts to promote drought tolerant crops such as sorghum and pulses, 
specifically in the marginal agricultural areas of Eastern Kenya.  
 
Sorghum has always been produced by smallholder farmers in low rainfall areas as a traditional 
subsistence food crop. In 2009 WFP through P4P and the East Africa Breweries Limited (EABL), both 
began to procure large volumes of sorghum from smallholders.   
 
As a subsistence crop, sorghum is grown in the Eastern region of Kenya under much smaller acreage 
compared to maize. However, with the entrance of P4P and the EABL, landholdings under sorghum 
cultivation have been increasing with more farmers encouraged to grow Sorghum (Table 9). The acreage 
varies from as small as 0.5 acre to about 50 acres for small scale farmers. The production is about 15- 90 
kg bags per acre on average. The Eastern province contributes about 50 percent of the total sorghum 
production in Kenya. 
 

Table 9: Sorghum production in Kenya 

Year 2007 2008 2009 2010 2011 

Area (Ha) 846,327 610,428 960,705 689,377 1,036,738 

Production (90- Kgs Bags) 3,455,512 2,901,237 5,170,696 4,339,980 6,418,596 

Source: Ministry of Agriculture, Economic review of Agriculture, 2012 

 
According to the MOAL&F, sorghum post-harvest losses stand at 11 percent, human consumption from 
national stocks is 54 percent, volume retained as seeds is 2 percent , volume used as animal feeds is  10 
percent while other products make-up the remaining 23 percent. On average at the family level, the 
volumes retained for consumption per annum is 2.5 -90kg bags per family. 
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Due to its low production volumes, marketing of sorghum in Kenya had been generally limited. 
However, a study conducted by FAO in 2013 revealed that approximately 30 percent of sorghum has 
been marketed through various channels mainly among individual farmers and small-scale traders17.  
From this amount, private traders, brokers and millers account for more than 85 percent of direct 
purchases from farmers, with the remaining purchased by NCPB and other relief agencies such as WFP, 
Red Cross, and Catholic Relief Services. 

4.5.1 WFP as a buyer of sorghum 

P4P- Kenya has designed its implementation plan to support the government’s efforts in promoting 
drought tolerant crops by including sorghum in its purchase basket. The government also supports 
production of sorghum through the High Value Crops Program which supplies seeds to the farmers. 
Traders were identified to work with P4P had already been buying and aggregating sorghum from small-
scale farmers to supply WFP. Traders included PM enterprises and Smart Logistics among others. 
Sorghum quantities contracted and delivered are lower compared to maize but higher than pulses. This 
is attributable to maize being the primary staple crop in the country.  In the 2009-2013 close 1 500 
tonnes of sorghum have been delivered to WFP through the P4P initiative (see Table 4 in section 3.1) 

4.5.2 East African Breweries Limited as a buyer of sorghum 

East African Breweries Limited started procuring sorghum soon after it initiated a partnership with the 
European Co-operative for Rural Development (EUCORD) under a regional project called the East Africa 
Sorghum Value Chain Development Project. The project was initiated in 2011 and covers three countries 
in East Africa: Kenya, The Republic of Tanzania and Uganda.  EUCORD has experience in a similar project 
in West Africa. In Kenya, the project is spread across Nyanza, Western and Upper Eastern in Kenya. In 
the brewing process, EABL uses sorghum as a substitute for barley, a crop that grows in high altitude 
areas and is usually imported to produce a local beer – Senator Beer. The beer is targeted at the lower 
end of the market that is sizeable in Kenya. 
 
In implementing the project, EABL and EUCORD have partnered with other development agencies e.g. 
the NGO Hope Africa to organize farmers into groups and train them in sorghum production. EABL 
provides an assured market and the purchase price for the sorghum is fixed during the planting season. 
The volume of marketed sorghum has increased in the past two years with EABL reporting purchases of 
4000 tonnes of sorghum in year 2012 and 13 000 tonnes in year 2013. The farmers' main challenges are 
birds which destroy the mature crop. In addition, some unscrupulous stockists/ agro dealers have sold 
fake seeds to farmers, a move that has discouraged some farmers from engaging in sorghum farming.  
 
While the EABL prices are calculated based on production costs plus a 30 percent margin, some farmers 
complain that the price offered does not fully account for their labour costs. In 2013, PISU Company 
reportedly offered a higher price for the sorghum creating some competition for EABL.  
 
With the emerging new marketing channels, sorghum production is slowly commercializing. The case 
shows that a guaranteed market and good prices gives farmers the confidence to venture into the 
commercialization of “orphan crops” such as sorghum. However, with maize being the preferred crop in 
the country, increasing acreage of other crops remains a big challenge. Similar to WFP, EABL has a 60 
day payment period, making it less attractive to farmers compared to traders that offer cash on delivery. 
Both P4P and EABL do not procure direct from the farmers or farmer organizations but from 
agents/traders. 
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The prices of sorghum increased tremendously between 2007 and 2009 a period when EABL and WFP 
started purchasing sorghum although the price hike has also been partially attributed to the food price 
crisis. In 2010 the area under sorghum production declined even though the country experienced a 
bumper harvest before picking up again in 2011. In 2012 the prices went down slightly in the reported 
markets both in Kitui (Eastern) and in national averages. However traders reported farm gate prices 
were steadily increasing in 2012 (Figure 9).    
 

Figure 9: Sorghum Prices in Eastern Region Vs National Averages 

 
   Source: Minstry of Agriculture ( National prices) and interviewed Traders( farmgate prices) 

    

5. CHARTING THE WAY FORWARD: SUSTAINABILITY AND UP-SCALING POTENTIAL OF 

P4P 

5.1 From pilot to mainstream 

WFP Kenya has indicated that it may integrate the P4P model into its operations post pilot.  In any 
scaling up of the programme, the P4P team may wish to consider the following, some of which can be 
carried out in collaboration with FAO and its programme of work on value chains and market linkages 
and other partners as relevant:  
 
Mainstreaming lessons and approaches on the institutional strengthening of FOs.  
The initial assumption of P4P was that, on-the-ground support would be phased out with FOs graduating 
from the P4Ppilot and competing on the open market alongside other traders.  At the time of the 
mission, and four years after the P4P’s inception only 3 FOs and 3 traders, out of a total of 76 FOs and 35 
traders, had reached this level of capacity.   
 
The time that it has taken P4P to strengthen a smallholder based FO to the level that it can compete 
with large agribusinesses is nonetheless comparative to the time-line experienced by the wide number 
of value chain commodity projects which focus on institutional strengthening of FOs.  This urgently begs 
the question as to the sustainability of the approach, being adopted by many agencies and NGOs, and if 
there are other options and mechanisms which can accelerate the integration of smallholders in value 
chains.  
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In the short-term, checks and balances need to be put in place to avoid political interference in the FO 
management, which causes high manager turnover and lack of autonomy to make business decisions. 
Without a proper risk management strategy, P4P’s approach of focusing solely on building the capacities 
of FO managers, who are frequently replaced for political reasons, might yield insufficient results.  
 
P4P may also consider to continue with the institutional strengthening of FOs – but with closer 
collaboration with agricultural technical colleges and the Cooperative College of Kenya to ensure that 
learning on the topic and materials developed are mainstreamed into the wider system.   
 
A longer-term strategy, in close collaboration with FAO and research institutes, would be to appraise the 
nuances of existing trading systems that are currently supplying WFP and other institutional buyers, 
their linkages to smallholder output supplies, in order to identify mechanisms and tools to strengthen 
and improve the structure of these systems with a particular focus on the smallholder linkage.    
 
Improving linkages between FOs and financial providers: a top priority   
With the support of Equity Bank and the Kenya Women Finance Trust, as of December 2012, thirteen 
groups have accessed loans for a total of 400 00 USD to finance their participation in P4P. This 
demonstrates the possibility of zero-collateral financing for smallholders.  Given that the non-cash-on 
delivery model of P4P is probably the most significant disincentive for smallholders to supply a market 
such as WFP, priority needs to be given to shortening the payment lag time and to support smallholders 
easy access to credit while awaiting payment.  
 
Following through on quality control for safer food 
WFP implements reliable quality control systems in its procurement of staples, which is comparable to 
that of the NCPB and the KRC.  However when poor quality or aflatoxin infected maize is detected, the 
grains are rejected by the buyer, with the high risk that much of this reject grain is sold back into the 
system by unscrupulous buyers.  Buyers such as WFP and KRC can work with KEBs and notify them when 
there is a risk to food safety in the system.  
 
Post-harvest and quality control training also needs to sensitize FOs, growers, traders, and SMEs on the 
need to detect the disease and also on the need to ensure that it is eliminated correctly and safely from 
the system, with incentives to do so to mitigate against the risk that smallholders might be tempted to 
either sell, consume or use as animal feed any rejected stock.   
 
Sharing lessons and experiences on smallholder procurement  
WFP Kenya has over the past five years, under P4P, learned a number of valuable lessons on procuring 
from smallholders and in general on how the volatility of the grain market effects how smallholders do 
business.  These lessons, which could be shared at an event, may be of interest to both public and 
private institutional buyers in Kenya considering developing inclusive procurement systems to either 
improve the quality of existing linkages with smallholders or initiate new linkages.  
 
Additionally, WFP Kenya has had to undergo a number of internal administrative changes and 
adaptations to incorporate the P4P initiative into its procurement systems.  Other large buyers, public 
and private interested in engaging  with smallholders would most probably have to undergo variations 
of similar types of changes and would be interested in learning from WFP’s experiences from a detailed 
documentation of the process and changes which the organization underwent at the country level and 
the estimated cost of implementing the changes.  
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Embedding traders into P4P operations  to improve price transmission, quality control and gender  
P4P has endeavoured to work with traders to support linkages with smallholders.  P4P documents show 
that linkages through traders sindicated more defaults and less price transmission back to smallholders.  
In any further scaling up post-pilot, tools and mechanisms need to be researched and developed to 
understand how WFP can work more closely with traders, large and small, to improve price transmission 
to smallholders, quality controls in the value chains as well as improve impact on gender given the high 
percentage of women operating as small and medium traders.  
 
The impact of P4P on national and local markets 
Figure 4 in section 2.3.2 indicates that the presence of WFP on the maize market occupies 
approximately two percent of the market share, based on numbers from the MOAL&F from a 2008 
study. The P4P national procurement, which has ranged from 2 percent to 10 percent of WFP Kenya’s 
overall procurement, would therefore extract a modest 0.02 percent or at most 0.1 percent from the 
national market. These percentages would have very little impact, positive or negative, on national 
market prices and dynamics.  
 
However, it is more difficult to make the same assertion for rural markets.  Procuring 50 tonnes in one 
season, for instance, may have a significant price effect on a small rural market, depending on the size of 
the market and its level of market integration into the overall national market.   
 
Taking relatively significant surpluses of grain out of a small rural market could cause an increase in local 
prices. The sellers of surplus grain will benefit from the increase in income in addition to the local 
economy. Some vulnerable households however may suffer from food insecurity if they find an increase 
in local market prices.   
 
However, in the absence of reliable data on market prices and productivity at the rural level it is difficult 
to understand the impact of P4P on rural markets and food security. This information gap should not 
hold back the work on integrating smallholders into formal institutional markets.  It nonetheless needs 
further investigation to ensure that safety nets are put in place for those people that might be 
negatively impacted as a result of an upscaling in institutional buyers procuring in rural markets.  
 

5.2 Lessons for the public sector on the promotion of linkages between 
smallholders and buyers  

Accelerating the professionalization of FOs and cooperatives 
As discussed above, the results and experiences of P4P in strengthening the institutional capacity 
building of FOs in agribusiness brings into question the general approach which is also being adopted by 
NGOs, donors etc under many smallholder market linkage project and programmes.  The acceleration of 
the professionalization of FOs in agribusiness requires a broader strategy, involving the mainstreaming 
of lessons, tools and materials into domestic agricultural training institutes.   
 
The political will needed for this initiative requires the MOAL&F convening other partners to develop a 
strategic road-map for accelerating the institutional capacities of FOs to be able to trade alongside other 
agribusinesses.  These partners would include representatives of the Ministries of education, and 
Agriculture, farmer apex organizations, agroindustry representatives, FAO and tertiary agricultural 
education institutes.   
 
This strategy could include the introduction of a modernized curricula for agricultural courses in 
technical and cooperative colleges and universities building in agribusiness-oriented courses to attract 
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young graduates to the agricultural sector.  This strategy can be reinforced by mandating projects, such 
as P4P, to partner with local technical colleges for project activities related to the institutional 
strengthening of FOs.  
 
Improving smallholder access to NCPB services  
The NCPB currently has a nation-wide warehouse receipt system which is primarily used by medium to 
large buyers who can afford to wait for the disbursal of centralized government funds in order to be paid 
for grain.    NCPB managers maintain that smallholders do not use this system due to a lack of 
knowledge and trust in the system and the board is currently working with EAGC,equity and family bank 
to try to promote the model and capitalize on the existing infrastructure. 
 
In collaboration with EAGC, an appraisal could also be carried out for the privatization of the 
warehouses, with a government watchdog overseeing adherence to good store management and fiscal 
practices and codes.   Mechanisms and tools would need to be built into the strategy to ensure that the 
services were also viable for smallholder farmers, with an information campaign targeting smallholders, 
as well as training for financial service providers, on the mechanics and benefits of WRS.  
 
A sub-strategy would need to be designed to ensure sustainable linkages between smallholder receipts 
and customized and accessible rural financial services – such as those offered by Equity Bank. In addition 
to access financial services, the main challenge for the system’s viability for smallholders would be 
physical access to warehouses – which could be facilitated through FOs facilitating aggregation and 
intermediary storage or also by creating structured linkages, including contract farming, between 
smallholders and medium and large farmers to facilitate the transport of  grains to warehouse sites.  
In the short-term, a feasibility strategy could be appraised for giving precedence to smallholder farmers 
in the NCBP delivery queues as well as for payments.  
      
Appraisal of public procurement policies  
The commitment of the Government of Kenya in linking smallholder to public procurement has been 
indicated under the Home-Grown School Feeding Programme (HGSFP). The challenges of transforming 
this commitment into action however became evident from the Ministry of Education’s preliminary 
review of the HGSFP initiative. In addition to the challenges facing smallholders in delivering output 
supplies of grain in the right quantity and quality, there are also a number of  public procedural issues 
which are in conflict with smallholder public procurement – such as access to health certificates, 
tendering criteria and payment mechanisms, among others, which all acts as barriers to entry for 
smallholders.  
 
This experience highlights the fact, that while public will is crucial to the transformation of food systems, 
it needs to be accompanied by public policy, strategy and institutional implementation on the ground. A 
review of public institutional procurement policies to be compared with a deeper appraisal of potential 
institutional buyers for smallholders, including for instance, prisons, boarding schools, is proposed to 
identify where policy, strategic and institutional changes need to take place in order for small farmers 
can transition into for structured and rewarding markets. 
   
Developing a unified dietary and market diversification strategy away from Kenya’s reliance on maize   
The overt reliance on maize as the main staple in Kenyan’s diet is a major contributory factor to erratic 
market conditions which plague the value chain. In the past these conditions have caused famine in 
some areas and on many occasions held up the implementation of the P4P in Kenya.  The national focus 
on maize production and marketing also diverts attention away from other potentially higher value 
crops.  
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Much has been written about the benefits of both dietary18 diversification by nutrition experts and 
market diversification by economists, which respectively improve nutrition and reduce economic risks. 
The two diversification strategies are rarely discussed together however.  Given the importance of maize 
at the Kenyan dining table and the complexity of the national and regional maize markets, the GoK could 
consider developing a unified strategy that diversifies the Kenya diet away from its reliance on maize. 
Such a strategy would reduce pressure on local and national maize marketing systems and open up crop 
diversification options with higher returns on investment ratios. A strategy could also include a 
sensitization plan on the dietary value of yellow maize over white. Currently the former fetches a lower 
price on the market as it is associated with food aid despite its higher nutritional value - due to its 
carotene content.  
 
Diversifying the dietary demand of maize would also improve the operational capacity of large millers 
such as, UNGA Maize Millers Ltd. These processors are currently competing with the likes of the SGR and 
WFP for scarce supplies of maize, impacting on their ability to operate at full capacity.   
 
Such a strategy would require the close intra-ministerial collaboration of the Ministry of Health,  the 
Ministry of Agriculture Livestock and Fisheries and the Ministry of Industry to design the strategy with 
support from FAO.   
  
 

                                                           
18

 http://www.fao.org/docrep/w0078e/w0078e06.htm 
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ANNEXES 

Annex 1: List of key informants interviewed 

No. Name Affiliation Title 

1 Alfreda AGMARK   

2 John  Mung'oo Agribusiness Support for Smallholders (AbSS) Business Development Specialist 

3 JJ Franc de Ferriere Agribusiness Support for Smallholders (AbSS) Agri-Business Advisor  

4 Cleophas Chesoli AMPATH Associate Program Manager 

5 Anthony M. Kioko Cereals Growers Association Programme Manager 

6 Jane Wanza Kamau Eastern Africa Grain Council Project Officer- WRS 

7 Gerald Masila  Eastern Africa Grain Council Executive Director 

8 Esther Muiruri Equity Bank General Manager Marketing- Agri Business 

9 Paul M. Muthangya East Africa Sorghum Value Chain  Project  International Project Coordinator 

10 Paul Omanga FAO-Kenya   

11 Mazera K. Mreto Intertek Country Manager 

12 Joseph N. Chai Intertek Laboratory Manager 

13 Immaculate Odwori Kenya Bureau of Standards Manager- Agro-chemicals 

14 Charles Mannara Kenya Bureau of Standards Analyst- Standard Development  

15 Churchill B. Kitazi Kenya Seed Company Regional Officer- Eldoret Branch 

16 John M. Ndonga National Cereals and Produce Board (NCPB) Head of Sales and Marketing 

17 Gideon K. Misoi National Cereals and Produce Board (NCPB) Managing Director 

18 Jilan Shah Pisu & Co. Ltd   

19 Darshill Shah Pisu & Co. Ltd   

20 Tito Arunga  SNV (South Rift Portfolio) Project Country Coordinator 

21 Angela Mumbi The Partnership for Child Development (PCD) Programme Associate 

22 Martin Kabaluapa WFP-Kenya P4P Coordinator 

23 Kithinji Marangu WFP-Kenya   

24 Daniel Njenga WFP-Kenya   

25 Margaret Aluda WFP-Kenya Procurement Officer 

26 Zippy Mbati WFP-Kenya Programme Officer (M&E- P4P Unit) 

27 Rosemary Babu     

28 Philip Ochieng     

29 Mr. Mwovi Sorghum trader - Mwingi Trader 

30 Penina Mwende Sorghum trader - Mwingi Trader 

31  Lesiolo Grain Handlers Limited  

32  Angata Farmers Association FO 

33  Kaptebee Self Help Group FO 

34  Kenya Seed Company - Kitale General Manager 

35  Schemers Famers Association FO 

36  Waumini Soko- Huru FO 
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Annex 2: P4P Partner’s Profile 

Cereal Growers Association (CGA) 
CGA is a member based farmer organization registered in 1996 in response to the liberalization of the 
grain market in Kenya.  CGA works with P4P to implement the following: Outreach and capacity building 
activities to inform farmers on P4P; Identification and targeting of farmer organizations to participate in 
P4P; Monitoring and data collection to inform the project; Training of farmer organizations and 
members on agricultural best management practices, quality and commercialization; Engagement of 
farmers in transactions with WFP and other buyers; and Reporting on activities pertinent to P4P.  
 
Agricultural Markets Development Trust (AGMARK) 
AGMARK is a regional non-profit development organization that specializes in programs that facilitate 
smallholder farmers and pastoralists to access inputs and technologies for increased production and 
output markets for surplus production. AGMARK works at the agro-dealer level to establish these 
networks that serve farmers. The organization collaborated with P4P in 2010 by training agro-dealers on 
quality assurance, warehouse management, and market information analysis while building their 
capacity (through training and equipment) to meet WFP’s requirements for quality and quantity. 
 
Academic Model Providing Access to Healthcare (AMPATH) 
AMPATH is a USAID funded collaboration between Moi Teaching and Referral Hospital, Moi University 
School of Medicine and Indiana University led consortium providing comprehensive HIV treatment to its 
clients. The Program partners with the World Food Programme in feeding over 30,000 food insecure HIV 
affected individuals including support to orphaned and vulnerable Children. The AMPATH Social 
enterprise programmes provide services in two key areas:  
Capacity building which includes: business and agricultural training, business and agricultural 
consultancy, and access to loans & savings. 
Enterprise Development which AMPATH-FPI actively develops and manages, AMPATH has also trained 
social workers, nutritionists, business development specialists, agricultural extension officers and 
community development specialists. 
AMPATH works with P4P to implement the same activities as CGA. 
 
Ministry of Agriculture Livestock and Fisheries (MOAL&F) 
The Ministry of Agriculture Livestock and Fisheries in Kenya (MOAL&F) is charged with the promotion of 
sustainable and competitive agriculture through the provision of support services and to enhance food 
security, incomes; advance agro based industries and agricultural exports; and enhance sustainable use 
of land resources as a basis for agricultural enterprises in Kenya. The MOAL&F works with WFP in the 
framework of the Programme by engaging in the following activities: Extension and capacity building 
activities, Undertake value chain analysis; Establish the linkage between Purchase for Progress and 
supply side partners/projects with potential to impact P4P; Identification and targeting of farmer 
organizations to participate in P4P; Monitoring and data collection; Training of farmer organizations and 
members on agricultural best management practices, quality and commercialization; Engagement of 
farmers in transactions with WFP and other buyers; Reporting on activities pertinent to Purchase for 
Progress; Joint field visits and evaluation of the project on a quarterly basis; Develop, disseminate and 
advocate best practices in market development and procurement to agricultural stakeholders. 
 
Equity Bank 
Equity Bank is a financial services provider. Equity Bank maintains a network of 135 branches across 
Kenya. Most of the P4P suppliers have bank accounts with Equity Bank and receive farm inputs and cash 
loans from the institution. 
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Intertek Testing Services (ITS) 
The company provides inspection services for various industries. Intertek also provides globally 
coordinated cargo inspection and testing services for high value bulk commodity cargo during 
transportation, custody transfer, and storage operations. WFP- P4P uses ITS for sampling, inspection, 
and for both quality and quantity control before and during food uplifts. 
 
Société Generale de Surveillance (SGS) 
SGS is an inspection, verification, testing and certification company. P4P uses their services for below 
activities prior to and even during food uplifts. WFP- P4P uses SGS for sampling, inspection, and for both 
quality and quantity control before and during food uplifts. 
 
Rentokil Pest Control 
Rentokil Pest Control is part of Rentokil Initial and is known for its pest control services. P4P utilizes 
Rentokil pest control and inspection services for verification of quantities and fumigation of food 
commodities prior to any uplifts. 
 
Easter Africa Grain Council (EAGC) 
EAGC is a regional grain trade organization. EAGC as an organization promotes a functioning grain supply 
chain, builds cooperation, interaction, partnerships, alliances, networks and market linkages, collects 
market data, generates information exchange, promotes investment in structured marketing systems 
including warehouse receipts and commodity exchanges, and act as main certification authority in 
structured systems while providing commercial services as required. Discussions are ongoing for WFP – 
P4P in the warehousing system being developed by EAGC. 
 
SNV 
The Netherlands Development Organization received funding from Bill and Melinda Gates Foundation 
last year to promote smallholder farmers’ access to the school market in Kenya. We are in regular 
dialogue to promote agricultural market benefits for smallholder farmers. 
 
Partnership for Child Development (PCD) 
The Partnership for Child Development (PCD) is an organization committed to improving the education, 
health and nutrition of school-age children and youth in low income countries. We exchange 
information on market engagement by smallholder farmers in relation to schools. 
 
Food and Agriculture Organization (FAO) 
The main objective in the collaboration is for FAO to provide technical contribution  and collaborate with 
WFP in increasing crop production to ensure food security and market acess for 400 farmers groups 
(20000 small scale farmers) in the marginal agricultural areas of Eastern Kenya.  
 
National Cereals and Produce Board (NCPB) 
NCPB’s mission statement is to promote free and fair trade in commodities through research and 
market development, and ensure that there is timely accessibility of commodities to all. It is a 
government owned organization managing the strategic grain reserve for the Kenyan government. To 
replenish the grain reserve, NCPB buys food commodities (mainly maize) from producers and traders 
through a predetermined price each year which is slightly above the market price. This has an impact on 
the maize market price upward and affects WFP/P4P and other buyers’ ability to interact with sellers.  
 
Wamuini, Kaptebee and Schemers 
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These are three farmer organizations who have been engaged in P4P activities (capacity building in post 
harvest handling and marketing, sales of commodities to WFP/P4P) at different moments (Wmuini in 
2011, Kaptebee in 2009 and Schemers in 2010). 
 
The Ministry of Education 
It has a unit dealing with school feeding and a particular programme handling the home grown school 
meal programme supported by WFP Country programme. We engage in discussion to promote linkage 
between schools and local producers. 
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Annex 3: Example of contract between WFP and producer organizat
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