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PREFACE

The executive order No. 1/2018 of June2018 on the organization of the Government of the
Republic of Kenya conferred the State Department for Co-operatives with the mandate of
formulating co-operative policies. In view of this mandate, the State Department has
formulated this Co-operative Development Policy as recognition of the changing environment
in which co-operatives shall be regulated and supervised. The policy brings in focus the
unique role that will be played by the County Governments as envisaged in the Constitut'o.
Kenya2010 (COK, 2010), which recognises co-operative societies as a devolved functj

As mass movements, the National Government recognises the unique role that cé- atives
shall continue to play to bring about equitable growth and development of owgapeople. The
National Government shall therefore actively take up its role of capacity uildw County
Governments to ensure uniform growth of the movement in the country

This policy promotes the view that co-operatives are private busi ordanizations. In order
to become responsible corporate citizens, co-operatives will e expS®d to promote good
governance practices that will ensure their sustainable growth afghdeyClopment. In this respect
the policy, proposes a new structure that promotes inte d enhances self-regulation.
The new structure also increases the visibility of the ag@ovement within the region and
internationally by strengthening the Federations afid the ¥¥pex organization. On its part the
National Government shall ensure that only econo 11y viable co-operatives are registered.

In preparing this policy, the State Depa Co-operatives held consultative fora with
stakeholders taking into account the diyefsSity
that the implementation of the polic

Lastly, I acknowledge and tha& ns and organizations that participated in preparation
u

eir perspectives and activities. It is our view
ire similar cooperation from stakeholders.

of this policy and in parf Ministries Departments and Agencies, the Council of
Governors, Inter-Gove elations Technical Committee, and Kenya Law Reform
Commission. We als ledge the contributions from, Co-operative Alliance of Kenya,
Kenya Institute of Pu olicy Research and Analysis, National Co-operative Housing
Savings and Credit Cooperatives Societies Union, Green Growth

Intetflational Co-operative Alliance-Africa. Special mention goes to Kenya

Rural § nd Credit Societies Union for their role in mobilizing and ensuring
particz its membership. I do register our gratitude to the National Co-operative
B sociation Co-operative League of the United States of America (NCBA CLUSA)

unreserved commitment in facilitating and supporting the policy review process.
I acknowledge the staff from the State Department of Co-operatives and counties who
rked tirelessly to ensure completion of this policy.

Ali Noor Ismail, CBS
Principal Secretary, State Department for Co-operatives



FOREWORD

The Government of Kenya recognizes the co-operative movement as a critical player in
pursuit of its national, social and economic objectives, of rapid economic growth, equitable
and sustainable development. This policy paper anchored on the theme, ‘“Promoting Co-
operative Societies for Industrialization” aims at transforming co-operatives into vibrant soci

and commercial entities.

The policy identifies contemporary challenges that inhibit the growth of the &f&e
betwdtn the

societies and explores a paradigm shift establishing a more proactive engagem

in addressing these challenges. It also seeks to rationalize the role al and county

national government, county governments, the co-operative movement an; otheistdkeholders
governments in co-operative development in line with the 010 and national
development goals set out in Kenya Vision 2030. The naf@nal Jgovernment affirms its
commitment to uphold the sanctity of the co-operativ iples and values as a way of

safeguarding while ensuring that the interests of the bership are safeguarded.

The COK, 2010 devolved co-operatives functiof@ato f£he counties. Since 2013 when the
devolved system was implemented, ch have emerged in the management and

supervision of the co-operatives that cgll\for 8Ser cooperation between the national and the
on b

county governments. This coope een difficult to achieve in existing legal and
regulatory framework currentlf@in op$pation. The formulation of this policy is the first step
towards establishing an ap rifte and supportive legal and institutional framework to
support the growth and déxel®ment of the co-operative development in the country. It is also

our view that in gdopti 1s policy, the growth of the co-operative movement in the country

exploit the different economic opportunities available in all parts of

ng poverty and promoting the involvement of youth and women in wealth creation and
mpowerment. It provides a framework for mobilizing financial and technical assistance for
co-operative development, encouraging Public Private Partnerships (PPPs) in the area of
value-addition, marketing of co-operative goods and services; and the promotion of co-

operative education, training and research.



By adopting the theme “Promoting Co-operative Societies for Industrialization” the policy
positions the co-operative movement to act as a strong vehicle for the implementation of
Kenya Vision 2030 on industrialization. Value addition, especially in the agricultural sector is
therefore, a key target of the policy. The establishment expansion of the Small and Medium
Enterprise Fund to include cooperatives offers an opportunity to inject social venture capital in

the development of co-operative societies. The national government will work closely with @

county governments to formulate appropriate regulations for the Fund. x
Lastly, it is no longer in doubt that the national government recognises co-o(e&'ves as
private organizations. This however, puts enormous responsibility on the le ip“of the

movement to impress good governance practices that reflect the expectg#fons ot only the
National and County Governments but also those of their members. ihe\ja a

shall work closely with the County Governments and the Cm
d

| Government
Alliance of Kenya

(CAK) among other stakeholders to promote a truly autonomgu

C}

yhdependent co-operative

movement in this country.

Hon. Peter Munya, MGH

Cabinet Secretary Q
Ministry of Industry, Trade an(& 1ves

A
N
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EXECUTIVE SUMMARY

Chapter One: Introduction

This policy paper presents a framework aimed at accelerating the growth of Kenya’s co-

operative sector in a dynamic and competitive global environment. It replaces Sessional Paperé

No. 6 of 1997, on “Co-operatives in a Liberalized Economic Environment”. The po

highlights the historical background of the co-operative sector worldwide a 0

specifically in Kenya and explains why it remains an important contribu watds

industrialization and economic development of the country as expounded inv ision

2030. The objective of this policy is to promote sustainable and comgetiti o-operative

societies for an enhanced role in industrialisation and improved soci emdevelopment.

It identifies the challenges facing the co-operative movement i@ gal framework, low
es.

market access, technology adoption and ever evolving gove 1
Chapter Two: Situational Analysis

Globally co-operatives are seen as a business del jtHat provides economic, social and

environmental sustainability. By the end of, , there were 18,573 registered co-operative
societies with a total membership of 141 itizens. These co-operatives were active in
financial intermediation, agricultura arketing and processing as well as provision of

decent and affordable shelter. e enyan co-operatives to promote green investments
especially in such sectors as sMRst, housing, wholesale and retail trade. However, the sector
has faced a number o tWat have affected their operations. This chapter analyses the

cooperative movement and flags out its achievements and challenges in the sector.

d regulatory reforms

Being 1S f the devolved system of government, the policy lays the ground for the
review e legal and regulatory framework to facilitate the growth and development of the
co- ve movement. The policy is life to the fact that co-operatives are private institutions

ay an important role in public mobilization to stimulate economic growth. The National

nd County governments’ role remains facilitative in nature.
2. Co-operative structure
This policy brings out the definition of co-operatives with the underlying principles and

values. It also flags out the ethical values of honesty, openness, social responsibility and

Vii



caring for others. While retaining the four-tier system to support the growth of the movement,
the policy replaces the tier previously known as National Co-operative Organisation (NACO)
with the federation as a way of enhancing self-regulation within the movement. The new
structure seeks to empower the apex organisation CAK, to play its rightful role of advocacy

for the co-operative movement.

3. Co-operative governance 0

The policy proposes measures that will enhance co-operative board effectiveness widh a\@ear
g the
importance of delegates vis-a-vis the rights of individual members and respond% need to

stratify the co-operative societies for ease of regulation and supervision.

separation between the roles of the management and the board. It also rec

The government recognises the need the need to strengthen cenent and therefore

proposes to restructure SASRA to allow it regulate all finan@ial cgoperatives. It will also

create a Cooperative Regulatory Authority for non-ﬁne@peraﬁves. The cooperative

tribunal will be streamlined and strengthened includi inSPcaming of ADR mechanisms.
4. Co-operative Financing and inves@men

The co-operative movement has mobilise8% of national savings (IMF, World Bank

Economic Outlook 2014). Likewise, Worll Bank estimates that co-operatives financed

90% of housing stock in Keny@) (World Bank, 2017). On this basis, the policy
Os

proposes to strengthen the S

areas of savings mobilisation, investment and credit
management. The polic resses the general credit management in producer co-

owers’ education to reduce delinquency. Co-operatives have

operatives emphasiz%
been identified a? t vehicles for providing decent and affordable shelter.

The &pr oses areas of emerging financial opportunities for SACCOs, which
e

Participation in National Payment System
) Agency banking
C) Share trading

5. Co-operative Production, value addition and marketing

Agriculture remains the backbone of Kenya’s economy. Co-operatives shall continue playing

an important role in the various agricultural value-chains by:

viii



a) Channelling farm inputs to improve production
b) Providing market linkages for the agricultural produce.
c) Facilitating post-harvest management of agricultural produce by facilitating

transportation and improved storage technologies.

This policy further lays the ground and emphasis on co-operatives to adopt value addition to

their raw produce. The National and County governments will support this by among 0

things; x

a) Facilitating investment in bulk storage facilities.

b) Mobilizing initial capital. v

c) Laying the foundation for the participation of social venture w in the value
addition programme. é
6. Education, training and research

Education and training is a crucial factor in the gro % velopment of the co-operative
movement. The policy addresses the problem fundihg education and training in the
movement. The quality of co-operative e tion and training has been identified as a

challenge.

The policy identifies Co-operativedUni@isty of Kenya as the Centre of Excellence in Co-
. ddition, the policy recognises other institutions of

operative Education and Tra
higher learning offering co ti9€¢ education and training. The government will work with

all institutions to prgm

-operative research. To augment this effort, the national
national data and information centre for co-operatives to among

government shall gstab
other functi&s)&zpacity build the information management of co-operatives in the

counties.

ICT

national and county governments shall work closely with the co-operative movement in
mainstreaming the use of ICT. This will include formulating an appropriate legal framework
that will promote the use of ICT in co-operative business across the country. In addition, the
national government shall facilitate the development of e-coop platform to enhance service

delivery to co-operative societies.

8. Cross cutting issues.



It is acknowledged that the youth, women and persons with disability are not fully integrated
in co-operative activities. This may be due to attitude, lack of interest or existing ownership
structures. This policy introduces innovative ways through which special groups will be
mainstreamed in co-operative operations. Formation of worker co-operatives is one such

strategy.
Chapter Three: Policy Interventions

This chapter identifies interventions for all the thematic areas indicated in the s )&@

analyses.
Key among these is the complete review of the current laws to reflect the devo nature of
cooperatives. It also lays ground for total review of governance enfgrc structures by

reviewing the role of Commissioner for Cooperative Development

There are also clear recommendations on cooperative financin@@and fnvestments and funding

education and training activities. The role of youth and icipation is highlighted.

Chapter Four: Policy Implementation

strengthening of the exidly ernment agencies including SASRA and the Tribunal. The

role of ECCOS will edgfined and turned into a regulatory authority for cooperatives. It
also recognises W ance of alternative dispute resolution mechanism. Importantly, the
ts in

policy lays gt i ilt monitoring and evaluation framework.



CHAPTER ONE: INTRODUCTION

1.1 Background

Co-operatives have played a significant role in socio-economic development of nations for
centuries and are a reminder to the international community that it is possible to pursue both
economic viability and social responsibility. It is against this background that the Uni

Nations (UN) declared the year 2012 the International Year of Co-operatives. ,x

The International Co-operative Alliance (ICA) Blue print (The 2020 Vision) f(&ﬁrs co-
operatives as a business model that will provide economic, social sand hﬂmental
sustainability and be the fastest growing form of enterprise. Its five (5Ynil participation,
sustainability, identity, capital and legal framework drive this. frica Co-operative
Development Strategy 2017-2020 recognizes co-operatives eritical vehicle towards
poverty alleviation and development in Africa. As co- in Africa strive to support

human development, they face various challenges s uman resource capacity, weak
economic base, extensive financial dependency@@rom) external sources, lack of internal

can therefore be transformed to lea economic development in Africa.
This policy provides a condugfve eNggronment for identification and creation of synergies

between the co-operative engrit and other development agencies in promoting social
development agenda agn 1’and county levels, thus leading to accelerated contributions to
the country’s devglop genda in selected areas. Kenyan co-operatives are expected to
lead in facilit ti&z\ investments to support economic growth in a clean, resilient, and
sustainabl@er and promote innovative and high quality services in areas where the
econo@ experiencing challenges and wastages in sectors such as transport, housing,
wh e

nd retail trade and agriculture

capacity and poor governance.
The strategy recognizes the sector as % otential for facilitating financial growth and
c

2 Co-operatives in post-independence Kenya

The objectives that guide Kenya’s development agenda were first established in the Sessional
Paper No. 10 of 1965 on “African Socialism and its Application to Planning in Kenya.” This
paper promoted ‘“Kenyanisation" in all spheres of the economy through the following

objectives:



a) Political equality

b) Social justice

¢) Human dignity including freedom of conscience

d) Freedom from want, diseases and exploitation

e) Equal opportunities

f) High and growing per capita incomes, equitably distributed

One of the outcomes of the Sessional Paper, 1965 was the enactment of the C %ﬁ
Societies Act No. 39 of 1966. This accelerated the formation of co-operatives_that faSghtated

the transfer of land to indigenous Kenyans, marketing of agricultural produce, inancial

institutions to support the co-operative movement Q’v

Session Paper No. 1 of 1970 was the 1st Co-operative Dfvelopment Policy, in which
government sought to consolidate the gains made in the e e movement. The policy
was reviewed in 1975 when the government speciﬁ& gnised the importance of co-
operatives as vital organs for mobilizing material, fluman, #nd financial resources for national

development. It reiterated the Government’s mitent to expanding co-operative activities

in all spheres of social and economic nt. A key milestone at this stage was the

establishment of the Ministry of Co-

The second co-operative %ﬁas Session Paper No. 4 of 1987, whose theme was

“Renewed Growth t the Co-operative Movement”. This policy reiterated the
Government’s commit o enhancing the participation of Kenyans in the economy through
co-operatives, The rnment recognized the private nature of co-operatives and adopted an
advisory r.

Th Paper No. 6 of 1997 on “Co-operatives in a Liberalised Economic Environment”,

e third co-operative policy. In this policy, the Government reviewed its involvement in
management of co-operatives and provided a legislative framework under which co-
operatives could operate in a competitive economic environment. This led to the enactment of
the Co-operative Societies Act No. 12 of 1997 that gave greater powers to the members of the
cooperative movement. The Act was however amended in 2004, to restore some powers to the

government to intervene in the management of cooperatives when necessary. In addition, the



rapid growth of financial co-operatives offering front office services necessitated the

enactment of the SACCO Societies Act of 2008 to regulate the financial aspects.



Q

1.3  Co-operatives in the Devolved System of Governance

The Constitution of Kenya 2010 (CoK 2010) brought about fundamental changes in the
management of public affairs. The CoK 2010 created two levels of Government: namely the

National Government and the 47 County Governments. One of the objects of devolution is to

promote social and economic development and provision of proximate easily access@é

services throughout Kenya (Article 174). In doing so all actors will be guided by the prinei
and values as espoused in Article 10 of the Constitution. (é
These values and principles include:

a) Patriotism, national unity, sharing and devolution of powgg, th le of law,

democracy and participation of the people

b) Human dignity, equity, social justice, inclusiveness, éa)ﬂd protection of the

marginalised

¢) Good governance, integrity, transparency ar@bility and
d)

Sustainable development

The values and principles are the cornerstone for ‘ematic approach to development that

espouses political equality, social justice man dignity as opposed to quick material

gains for the country, (&

1.4 Co-operative Identity

The ICA defines a co-operat s $8n autonomous association of persons united voluntarily to
meet their common ¢go ,’social, and cultural needs and aspirations through a jointly
xontrolled enterprise”.

owned and demoggatica
Co-opera Mcludes the co-operative principles and values. National policy and

tiveAhde
legal fr. &; are guided by these principles and values, including most significantly,

protectiN@ and fostering the autonomy of co-operatives. As part of the international co-
movement, all co-operatives in Kenya conduct their business in accordance with
ationally shared co-operative principles and values.

.5 Co-operative Principles

These are guidelines through which co-operatives put their values into practice, they include:

a) Open and voluntary membership



b)

d)

Membership in a co-operative is open and voluntary to all persons who wish to benefit
and are willing to accept the corresponding responsibilities without gender, racial,

social, religious or political discrimination.

Democratic Member Control

Co-operatives are democratic organisations controlled by their members, who actively
participate in setting their policies and making decisions. Men and women servin
elected representatives are accountable to the membership. In primary co-op t@
members have equal voting rights (one member, one vote) and co-operatiy@at ot¥er

levels are also organised in a democratic Members have an equal v"ée, which is

commonly referred to as “one member one vote”.
Economic Participation v

Members contribute equitably to, and democratically conico¥ghe)capital of their co-
operative. At least part of that capital is usually the @on property of the co-
operative. Members usually receive limited comp if any, on capital subscribed
as a condition of membership. Members ghlo rpluses for any or all of the
following purposes: developing their co-op@ativg, possibly by setting up reserves, part

of which at least would be indivigi benefiting members in proportion to their

transactions with the co-operatj upporting other activities approved by the

membership.

Autonomy and Indepe

Co-operatives are au s, self-help organisations controlled by their members. If

nts with other organisations, including governments, or raise

they enter intQgaghee
capital frjg)iﬁ | sources, they do so on terms that ensure democratic control by

nd maintain their co-operative autonomy.

their pacmb
e) (g, Training and Information

peratives provide education and training for their members, elected
presentatives, managers, and employees so they can contribute effectively to the
development of their co-operatives. They inform the general public - particularly

young people and opinion leaders - about the nature and benefits of co-operation.

Cooperation amongst co-operatives
Co-operatives serve their members most effectively and strengthen the co-operative
movement by working together through local, national, regional and international

structures.



g) Concern for the community
Co-operatives work for the sustainable development of their communities through

policies approved by their members.
1.6 Co-operative Values and Ethical Beliefs
The co-operative principles above are based on the following co-operative values:

a) Self-help

b) Self-responsibility (0
c)

Democracy
d) Equality

e) Equity Z

f) Solidarity Q
Co-operative members believe in the ethical values of honesty, ‘penne , social responsibility
and caring for others.
All co-operatives operate within these principles and \& d will be required to include a
statement of conformity with the principles in thei@
1.7  Justification for Policy Review Q

This policy has been necessitated he\@enging socio-economic and political environment,
innovations, emerging trends g? al development priorities and challenges. The CoK,
f

udited financial statements.

2010has introduced two lev vernance; National and County Governments. The Fourth

Schedule of the Co signs the management of co-operative societies to the county

1 operationalization of the function in the counties.

governments. It ig impef@ve therefore, that the policy is aligned to the devolved system of
low

igned to the national development priorities among them, the Kenya Vision

ernational development programmes such as the Sustainable Development Goals (SDGs),
Africa Union Agenda 2063, ICA Blueprint ‘Vision 2020°, International Co-operative Alliance
(ICA), Africa Co-operative Development Strategy 2017-2020, and World Council of Credit
Unions (WOCCU) prudential guidelines and strategies are also important in the development

of the Co-operative Movement in Kenya.



The national and county governments appreciate co-operative societies’ immense potential for
wealth and employment creation, environmental management, social inclusion and
integration. Co-operatives play a major role in the development of agriculture, financial
services, housing, trade, manufacturing, transport, among other sectors of Kenya’s economy.
Therefore, this policy will create a favourable environment for realizing improved efficiency
and profitability of co-operatives. Special emphasis will be placed on capital formation a

the transformation of agricultural commodity co-operatives from raw material dealg&

competitive value addition entities. &

1.8  Objectives

The main objective of this policy is to create and facilitate an envifiQn that promotes

sustainable and competitive co-operative societies to support in tion in a devolved
system of Governance. The specific objectives of the policy are
a) Align the co-operative function with the CoK, 20
b) Align the implementation of Kenya Vision nd¥other national and international
Initiatives.
c) Promote sustainable competitive co-
d) Promote new ventures, partnershi

ive enterprise in Kenya
inancing opportunities in the co-operatives

sector in Kenya.

e) Establish an institutional ffaM@gwork for enhancement of cooperation, consultation and

coordination of ¢ jves management that provides for self-regulatory
mechanisms wit tor.
f) Promote housi@andragricultural based-co-operatives in order to enhance provision of

affordab usipg and food security in Kenya.

g) De the Capacity of co-operatives through training, research and use of modern

nol®8y in the sector
pastream issues related to climate change, special interest groups and human rights
co-operatives.

Theme of the Policy

The theme for the policy is, “Promoting Co-operative Societies for Industrialisation". This
presents a rallying call for co-operatives to take the responsibility and lead in the
industrialization of the country as envisaged in Kenya Vision 2030. It is based on the
realization that there are many benefits that will accrue through a well-structured co-operative
system. The benefits include: equitable distribution of wealth, job creation especially in rural

7



areas, savings mobilization, decent and affordable shelter and access to education and health
care, increased producer prices for raw materials, market systems development, indigenization
of the economy, and the growth of exports, amongst others. In addition, the co-operative
sector plays an important role in value addition through increasing business development

services and adopting ICT and other appropriate technologies.



CHAPTER TWO: SITUATION ANALYSIS

2.1. Introduction

This chapter discusses the current co-operative landscape and identifies the gaps that the

policy intends to address.

2.2. General Perspective Q

Co-operatives globally play an important role in Agriculture, Forestry(,gl11 ,

Consumer/Retail, Insurance, Housing, Health, Industrial, and General Utilities amon ers.
The ICA (2018 Monitor) reported that the top 300 co-operative societies wer ating in
insurance 32%, agriculture 35% wholesale and retail 19%, banking a nc 3%, industry

and utility 2%, health, education and social care 2% and other scef@rs 2%6.” The same report

indicates that these societies had collective revenues of over USP 2 tri]lion.

Kenya ranks number 7 in the world and number 1 @a in terms of co-operative

development. By the year2017, we had 22,913 regis o-gperative societies cutting across

almost all sectors of the Kenyan economy both forf@aal anf informal. By the end of 2017, these

co-operatives had mobilized savings to the Q Kshs. 730 billion, advanced over Kshs. 700
s€

billion to their members and controlled rth more the Kshs 1 trillion. It is estimated

that 63% of Kenya’s population s directly or indirectly in co-operative based
societies contributing about 3 1% tal Gross Domestic Product (GDP). The benefits that

have accrued to Kenyans uS@)-co-operative societies include employment and wealth

creation. Other than

processing and marketi e strength of co-operatives can now be felt in finance, real estate,
manufacturin a&*g sectors.

e been strong in financing education, agriculture, housing, transport, health

aged in the traditional areas of agricultural production,

cial societies. In addition, co-operatives are at the heart of rural economies in the
ere smallholder agriculture is the mainstay of communities. Cash crop farming
edrally coffee, sisal, sugarcane, rice, macadamia, cashew nuts, cotton, and pyrethrum are
gely carried out by smallholder farmers. The opportunities available for co-operatives

Q include financial intermediation, farm inputs supply, and storage and marketing of produce.
2.3. Policy, Legal and Regulatory Framework

The current legal and regulatory framework for the co-operative movement in Kenya is
anchored on the following legislations, rules and regulations.

9



a. The Cooperatives Societies Act Cap 490.
b. The Co-operatives Societies Rules 2008
c. The Sacco Societies Act 2008
d. The Sacco Societies Regulations 2010
e. The Sessional paper number 6 of 1997.
The Cooperative Societies Act provides for the registration, incorporation, governance ang

supervision of all cooperative societies. The Act provides for three tier structure beigg @&
primary cooperatives, secondary and apex. The SACCOs Act, 2008 was enacted @
(S

licensing, supervision and regulation of Savings and Credit Cooperative Societies Os)
with unique business model of financial mediation through deposit mo lon and
advancement of credit to their members. The Co-operatives Societi es)2008 and the

SACCO Societies Regulations 2010 operationalize the above laws,

These legislations do not conform to the devolved system of g@verngnce as envisaged in the

COK 2010. The CoK, 2010 establishes a devolved struu@vemment consisting of the
ite

national and county governments, which are distit'& r-dependent conducting their

mutual relations on the basis of cooperation afll conpsultations. The Constitution further

enshrines devolution of power as one of the al values and principles of governance.
e

On the functions of each level of gov $the Fourth Schedule thereto allocates specific

functions to each level of governpggnt articular, Part 1 assigns the national government
policy formulation functions aﬁp ity building and technical assistance to the counties,

while Part 2 assigns the fun
the county govemme\'

The current legid@ation\afid regulations in the co-operative societies sector provides for the

development and regulation of co-operative societies to

govemanc?@ru res of the sector and how they operate. The legislations provide for;

.\ TheXegistration of cooperative societies,
b.YRights and liabilities of members,
Duties of co-operative societies,
Amalgamation and division of co-operative societies,
e. Rights and obligation of co-operatives
f. Leadership qualifications,
g. Financial and reporting requirement through elected officials with full time
employees

h. Liquidation of co-operative societies

10



In this regard, this policy aims to address the legislative gaps to align the cooperative laws

and policies within the sector to the devolved system of governance.
2.4. Functions of the State Department for Co-operatives

Although cooperative function is not in the national government, through the cooperative laws
in the pre-CoK, 2010, the State Department for Co-operatives provides the following services

to co-operatives societies;

Registration of of cooperative societies (0

a.

b. Approval of amended by laws

c. Inquiries v
d. Approval of borrowing powers 'v

e. Issue of surcharge orders Q

f. Issue of demand notices Q

g. Appointment of remittance recovery agents

h.

Registration of audits &

. Cooperative Policy Development
j. Filing of wealth declaration forms for ¢ ives leaders/managers

k. Negotiation of international pro pers
. Capacity building to the co@

m. Liquidations

—

Arbitration of co-operatives digutes Wpcurrently offered by the Co-operative Tribunal which

is under the Judiciary which s §@pacity challenges in handling all the disputes filed.

Due to lack of a clex inated regulatory regime, some co-operative societies’ leaders
have taken advan@ ¢ situation to approach the different levels of government in pursuit

of their persgftal intc¥sts and usually at the expense of accountability. It is therefore necessary

for the clarify on the areas of interaction between the National and County

5.7 Sectoral Co-Operative Performance Review
2.5.1. Agricultural Based Co-operatives
The agricultural sector in Kenya has in relative terms performed poorly in the last one decade
as compared to other sectors and in particular, related to manufacturing and industrial sector.

By the end of 2017 there were 5055 agro-based marketing co-operatives in Kenya. These Co-

operatives were mainly involved in coffee, dairy, pyrethrum, livestock, cereals and cotton
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production and marketing. They had a combined turnover of Kshs.14 billion and an asset base

of Kshs. 481billion in 2017.

The performance of agro-based cooperatives has been hampered by delayed payment to
farmers, poor marketing channels for agricultural produce including lack of value addition,
poor farm input supply systems, lack of credit facilities and general lack of managerial

capacity. This has led to stagnation in the growth and development of these cooperatives. Q
0

In addition, majority of agro-co-operatives were promoted and registered in respq,
donor funded program and many tend to fold up once the program ends.
There has been total collapse of co-operative unions meant to support primary tives by

aggregating goods and services to attain economies of scale. The sew red by the
&

unions included; bulk sourcing and distribution of farm inputs, gtor

book-keeping, marketing.
2.5.2. Financial and Investment Co-operatives

2.5.2.1. SACCOs

The primary objective of SACCOs is to enable mfb/er&save regularly to create a pool of

funds from which they can obtain credit facilities o r terms than is otherwise available in

oled transport,

the open market. By 2017, we had 13205 in the country out of which 176 were

offering front office services. Toget ey, fflad accumulated savings and deposits of over
KES 430 Billion, Kshs. 441 B& oans and Kshs 601billion in assets and had a
on

membership of about 5 millig,

Despite this notable su h§SACCOs are unable to accumulate savings and deposits fast
enough in order to sa@ rr members appetite for credit. Many of them now rely heavily on
loans from com ial panks to satisfy their members desire thus defeating the very purpose
of coming A@gether.’This problem is further compounded by the emergence of e-platforms
offeri cessYo quick loans. We are thus moving away from developing a savings culture to

culgivati borrowing culture. Specific measures shall be developed to build trust of

in their SACCOs and encourage them to save.

order to pay high interest rates to their members, many SACCOs have now resorted to
Q introducing financial products that they are not adequately equipped to manage. Using their
members as a captive market, many SACCOs are charging interest on loans that are
unsustainable and have now enslaved the members. SACCOs will therefore be encouraged to
review their dividend and interest policies to reflect the dictum that cooperatives are an

association of persons as opposed to association of capital for companies.
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2.5.2.2.  Diaspora Co-operatives

The Kenyan Diaspora Policy launched in 2014 recognizes the need to mainstream the
Diaspora into our national development process. The state department for co-operatives
registered the 1st Diaspora based SACCO in 2012 for Kenyans based in the USA. In support
of this Policy however, the State department for co-operatives in collaboration and support of

the ministry of foreign affairs promoted and registered sixteen SACCOs as at the end of 2@

with the aim of mobilizing savings. \
While the initial move was to mobilize the Diaspora to form SACCOs, it is emerd&at e

Diaspora needs are more than what can be facilitated by SACCOs. The G ent will
review this position with a view to coming up with an appropriate framggork toyfacilitate the
participation of the Diaspora in consumption of development progiam\by$He Diaspora not

limited to savings as is the current scenario.
2.5.2.3.  Sharia Compliant Co-operatives.

The Government recognizes financial inclusion as i ant pillar of social economic

development in the country. In line with this, the 8DC has been promoting Sharia compliant

co-operatives as a means of increasing promoting financial inclusion in Muslim
communities. This program will be eypa o cover all regions of the country while
encouraging conventional co-operatj r Sharia compliant products and services.

cratl

2.5.2.4.Investment COX
The government wishes t creased investments in housing, med-care, clean and
renewable energy, infg@sttycttre and manufacturing. Kenyans are an industrious people who
as individuals and(groupSgave greatly invested in these areas. The impact of such investment
y

| iplied if a greater number of Kenyans were mobilised to participate.

ts to mobilise Kenyans through cooperatives to save money for investments

forced the ministry to stop the promotion and registration of investment co-operatives in
otal. Due to changed circumstances, the government shall be reviewing this policy direction
to reflect the dynamic business environment and accommodate investors in Diaspora whose
savings desires cannot be accommodated in the SACCO model. Cooperative societies that will

be engaged in the process of mobilising savings purely for purposes of engaging in



investments shall now be known as savings and investment cooperatives (SICOs). Such

cooperatives will not be allowed to advance credit to their members.
2.5.2.5. Co-operative Financing

The Fin Access Household Survey Report 2016 indicates that loans generated by co-

operatives contributed 45.9% of all loans from financial institutions directed to land and

housing. Co-operatives also contributed 36% of all loans directed towards education, 21.59
agricultural activities and 17.1% towards business ventures. By the end of 2017, co- &
had over Kshs. 700 billion as outstanding loans and advances extended to menfoef@aThese

loans are mainly financed through share contributions, internal reserves and WS raised

from co-operative members. v
While some co-operatives have used this model to great pros Qe majority, whose

membership is unable to internally raise adequate savings, hage beep unable to register any

meaningful growth. To this end many co-operatives are 1th loans that they are unable
to service. On the other hand, the funding from th velrhent and donor community is
increasingly becoming less as competing priorities @mergg.

Even as financial institutions seek for co to secure loans borrowed by co-operative

societies, the common practice has beeg/TQr th&same financial institutions to guarantee regular
payment by way of hypothecatio embers produce for marketing co-operatives and

the deduction schedule for S is practice has resulted in distributing the burden of

debt repayment to all memb e society irrespective as to whether they are beneficiaries

of the loan or not. W

esQ-@pcrative societies as body corporates have the capacity to enter

creating debt, the responsibility of the individual members of the

ers’ funds instead of realising the secured assets in case of default.

he co-operative bank of Kenya continues to be the dominant financial institution in the co-
operative sector where they enjoy monopoly like status. With liberalization however, other
financial institutions moved into the sector to offer competition. SACCOs also have been able
to grow and are now a substantial segment of the financial sector. The figures given above on

the contribution of cooperative in different sectors is illustrative.
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It is expected that SACCOs will continue to compete with the co-operative bank of Kenya
over the same space despite their inability to raise funds through the national financial
networks. Co-operatives are unable to be integrated in the national payment system without

risking members’ savings and deposits.

At the same time cooperatives have limited access to cheap finance thus limiting their ability

to fund the growth of cooperative activities including agriculture, value addition and housi

2.5.2.6. Co-operative Investments x

Whenever members invest in co-operative societies they expect returns and reciaffon of
their investment. Co-operative societies assets are acquired through (@ member
contribution, borrowed funds or from accumulated reserves. Once acquige assets which
are domiciled in the society general account are usually conside cigty investments and
fail to recognise individual effort of the members. Quite often \@%t that members have to
surrender part of their produce in order to pay of society s therefore very common to
see the share capital of a member in a coffee society héiN@re¥cted as kshs 20/- when for over
30 years the same farmers’ proceeds were used t@acquure factories and other assets for the

society.

To date non-financial cooperatives @;ula‘[ed assets worth kshs 481 billion and

deposits of 303 billion.

This practice has not only /NQ ill industry among the members in promoting society
investments but it also brist the cooperative value of equity among members. It has
therefore discourage& ers from investing in their co-operative societies since there
appears to be ityl"appreciation for their investments that would differentiate an old
member frof a new’member. This scenario has created disharmony in many societies where

new bersWlise society assets acquired by the old members without any form of

compensaien to the old members.

2.5.2.7. Housing Co-operatives

The right to housing is acknowledged in many international instruments and in Article 43 of
the Constitution of Kenya (2010. Kenya had a housing backlog of two million units as at end
of 2016. The annual housing demand is 300,000 units in rural areas and 214,000 units in urban
areas while the actual annual supply is only 50,000 in urban areas. Co-operatives play a

crucial role in the provision of affordable shelter and bridging the gap in housing finance
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market. The co-operative movement is expected to deliver 25% of the annual housing demand

in the country.

There are 1,980 housing/investment co-operatives with an asset base of Ksh.31billion.

Available statistics indicate that co-operatives account for 90% of housing stock in Kenya.
Many of these societies however can be categorised as land buying since that is all they Q

Access to affordable decent housing is still constrained by a number of factors. These include
limited access to long term funding such as mortgages, low household disposable income,
poor saving culture by majority of Kenyans, and limited infrastructure development for new

housing schemes.

2.5.2.8. Transport Co-operatives \)

Public service transport in Kenya is of immense econ

private sector driven industry, and impacts positive&

many people through wealth and employment crgation. 1¥1s an attractive avenue for small

rtance. It is primarily a

and indirectly on the lives of

scale investors looking for quick returns. Such is a attractive avenue for anyone wishing

to disrupt the industry. To streamline the of % s of the sector, the government directed that

operators would either be limited co § ar cooperatives. For ease of management and

operation, many small operator pse the cooperative model as opposed to the company

model.

Based on the success rayed by the few transport based Savings and Credit Co-
operative Societies, m these new transport cooperatives were registered as SACCOs.
The registration e SACCO societies in the transport sector has however not brought

about the icipated changes. Despite making savings in their SACCOs, many of the
memb f theBe societies still operate their Matatu business as individuals thus defeating the

go meW policy on transport.
2.5.2.9. Consumer Co-operatives

onsumers’ co-operatives are organized to obtain their requirements of consumer goods and
services on terms of greatest advantage to members. They undertake the production and
processing of consumer goods, wholesaling and retailing of goods and services mainly for
their members. We have 192 registered consumer co-operatives majority of which are

dormant. The active consumer co-operatives are mainly found in urban areas and are mostly
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engaged in food catering services. Past efforts by co-operatives to run consumer retail shops
have failed due to lack of appropriate skills in managing such businesses and low capital

outlays.

The best-known and most successful consumer co-operative in this country was Kenya
Farmers Association offering affordable farm inputs to its members. The government will
promote the formation of such cooperatives in each county to facilitate the acquisition
distribution of farm inputs and take advantage of the commodity exchange (COI@

program.

The government will also build capacity in the management of retail busindigin otder to

improve the survival rate of other types of consumer cooperatives. v
2.5.2.10. Industrial Co-operatives Q

Over time the government has promoted industrial cooperatifgs as) vehicles of developing

indigenous entrepreneurs and managers. These cooperati ainly focused on building

and construction, small-scale industries, large sc 1es in the formal sector and

handicraft and jua kali artisans in the informal sect

The country continues to witness a lar er of graduates coming out of the youth

polytechnics and other technical traini ons. Previous government efforts to promote

industrialization through initiatived like g€ Kenya Industrial Estates suffered low uptake

despite the formation of coopgré@ves andle them.

On the other hand, st ton of products and development of marketing channels

continues to hamper rOwyth of the jua kali sector in the country.

2.5.2M—operative Movement Structure

The co-g hwve movement in Kenya operates on a four-tier structure where societies are
classi either primary, union, national or apex. From the outset, this structure was meant
to:

Provide a viable economic units capable of providing the services to members;
b) Facilitate proper integration and modernization of the economy;
c) Exploit the economies of scale to ensure the highest possible returns to members;

d) Align each co-operative sub-sector with a national co-operative organization to

coordinate activities of its affiliates nationally and internationally; and
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e) Have a strong apex organization to lobby and articulate the interests and concerns of

the co-operative movement at County, National and International levels.

At the lowest level of the structure are the primary co-operatives that are formed by individual
persons usually as a single purpose or single product enterprise. In order to enhance
economies of scale, the Government encouraged the formation of unions that operated at
district or sector specific level. These unions have their membership drawn from primary
operatives, and are instrumental in the provision of either specialised services or goods tQ
affiliates. At the third level are the national co-operative organizations (NAC my
specialised vehicles that offer sector driven services to affiliated primaryy co-opErative
mEaz

societies and unions. At the apex is the Co-operative Alliance of Kenya that is to be the
custodian of the cooperative principles and values in the country. :

This structure as it exists today cannot effectively serve the movgtfitn e current economic
environment. The second and third tier levels have basgy apsed or changed into

organisations that are not co-operative in nature or apsed themselves into one
c

single tier. Many district co-operative unions hav apsed while the sector specific

unions like KUSCCO and NACHU have moved ladder and are now recognised as
NACOs. The Co-operative Bank and C ive Insurance Company have since ceased
being co-operative organisations and rep§€ented in the co-operative movement by the

holding co-operatives that own the

Most importantly, the linka;gsw different levels are no longer discernible. Apart from

the primary level wher ship is clear, all other levels seem to be competing for
affiliation from the p& o-operatives. This tends to create friction within the movement
especially wherd@gthe ctions of the different secondary organizations appear to be
overlappin e uniBns where they exist, NACOs and even the Apex organization seem to be
engage buSPresses that are in direct competition with each other and sometimes with the
affiliate Wmary cooperatives. This has not only created conflict within the movement but also
cau 1gue among the different players in the sector resulting in the weakening of some co-

tive organizations that are key to the growth of the movement.

To facilitate growth within the movement, sector specific co-operatives shall be promoted at
national level. They will be known as Federations, thus differentiating them from unions at
county level. The Federations once established shall offer services to their affiliates in matters
of advocacy, market research and promotion, and promote sector specific standards and
regulations. Such will include:
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a) Ensuring that all affiliates societies keep proper records and books of accounts;

b) Provide a platform for the advancement of ICT and innovations for its affiliates;

c) Provide education and training to affiliated societies;

d) Establish and enforce a code of ethics for affiliates/subsidiaries;

e) Affiliate with other local, regional and international bodies for the benefit of its
affiliates;

f) Develop and enforce such standards that shall be necessary for the advancemen&

affiliates;

Engage in any business to promote the interests of its affiliates as long as busifiess is

not in competition with the affiliates.
1‘ )

The Co-operative Alliance of Kenya shall remain the Apex organization. Membership to the
apex body shall be restricted to the Co-operative Federations. However secondary co-
operatives that are not sector specific and cannot therefore affiliate to any federation, shall
affiliate directly to CAK whether they are county or National based. The apex may admit any
organization or society as an associate member without voting rights for the purposes of
promoting the interest of co-operative movement in the country. The role of CAK will
include:

a) Advocacy, spokesman of the Mnd promotion of the movement’s interests;

b) Promote cooperation, col& nd linkages among co-operative and stakeholders

egl

through networks at lo al and international levels;

¢) Promote the develop @Xhe co-operative movement and advise the Government at
national and cgfinf S on co-operative matters;

d) Custodia nc&npion of the co-operative principles and values, and promotion of
self-r uwthin the movement;

e)

with regional and international co-operative organizations for the benefit of

cratically controlled enterprises. Therefore, the structure of the organization of the
ovement shall always guarantee adequate member control. In the process of engaging in new
businesses, institutions have emerged within the cooperative structure that have confused the

situation even further.
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2.5.2.12. Co-operative Companies

To meet the legal requirements and standards set by the regulators in different sectors, co-
operative organizations have been forced to form companies that allow them to compete
effectively in their respective sectors. These companies are able to raise capital from the
members of the public either through the initial public offering or by private placem@

Unfortunately, when forming these companies, the ownership structure is not clearly

leading to the listing of current co-operative board members as directors of the n

their individual capacities rather than as trustees. Situations have arisen wh irectors of

such companies have refused to hand-over the company to the newly ew d
t

whenever there is a change in board composition in the co-operative $0Cy

members

Wiereby exposing
the assets of the co-operative to risk of loss. Co-operative m TSQR/Some cases are not
informed of the performance of these companies and hence theyq@@ad Mp of not benefiting from

their returns.
2.5.2.13. Holding Co-operatives x

For strategic reasons co-operative societie formed holding co-operatives for the sole
purpose of investing in the stocks of o 1sations (companies or co-operatives). Such

co-operatives do not produce good igts. The existing holding co-operatives are Co-op
5 a’e&o

Holding Co-operative Society -operative Insurance Services Ltd (CIS), which own

Co-operative Bank of Keny4@td CIC Ltd respectively. These co-operatives have ensured

that interests of the co are fully represented in the management of these companies

and their focus in the perative movement is entrenched in the mission and strategic

objectives. While N8 afiticipated that such type of co-operatives will continue to be formed as
the need , care will be taken to ensure that such organizations remain true to their
missi

.3. Dual Registration of Co-operatives

rder to meet market obligations, some co-operative societies have operated on dual
registration regimes as both co-operatives and companies. While this practice has served its
purpose operationally, it has caused regulatory challenges and sometimes infringed of
members’ rights of participating indecision-making. It has not been uncommon for such
organisations to try and exploit the benefits of either of the regulatory regime whenever it was

convenient to the directors. It must be recognised that the underlying principles between a
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company and a co-operative are basically different. While co-operatives are associations of
persons, where the personal participation of the member in the business process is important, a
company is an association of capital. Since co-operatives can now register companies, the

purpose of dual registration is no longer necessary.

2.5.4. Co-operative Governance and Enforcement

Through various legal interventions the national government has encouraged good corpo Q
governance practices in the co-operative movement. This has resulted in substantia &
the development of co-operative leadership and governance. However, incidenge oor
governance are still experienced in some co-operative institutions, whicht led to
misapplication and mismanagement of resources, and cases of collv o-operative
institutions. This has been brought about by ineffective leadership gicrdym#nagement of the
societies by the boards, unethical business practices, and ingdequat®application of good

financial management and lack of effective member partici

The management of co-operative societies is vest d‘ duly elected committees and
employees that are expected to perform their dutigg prudefitly and diligently on behalf of the

members to whom they stand accountable an po e.

Poor governance is one of the grea‘cesﬁ}K to the management, stability, sustainability

and growth of the cooperatives enya. Bad governance and corruption have

negatively affected the operatiggs a venues of the cooperatives. Co-operatives as private
enterprises offering public (@Bo quire mechanisms that promote good governance for
transparency and acc to secure public confidence in their operations. The Ethics

Commission for ,Co- ive Societies (ECCOS) is currently established as an un-

incorporated ON State Department for Co-operatives. It ensures governance structures
that supp forcement are put in place. The Commission as currently constituted has not
effecti ischarged their mandate..

stitutions Framework Enforce Governance In Cooperatives:

commissioner for cooperative development who continues to play an ambivalent role of
regulator and promoter. The capacity of the commissioner to provide effective regulation has

been impacted by dwindling numbers of officers.

SASRA is established under the SACCO Act 2008 to oversee the prudential regulation and
supervision of deposit taking SACCOs. This is in line with internationally accepted principle

requiring financial institutions to be subjected to prudential regulations and standards. The
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Government, National or County cannot be an effective regulator since they are closely linked
to the management of these societies. For us to grow the sector, is important that all SACCO

societies are effectively regulated. SASRA will be strengthened for this purpose.

Co-operatives as private enterprises offering public good require mechanisms that promote
good governance for transparency and accountability to secure public confidence in their
operations. The Ethics Commission for Co-operative Societies (ECCOS) 1is curre
established as an un-incorporated body in the State Department for Co-operatives. It \D
governance structures that support enforcement are put in place. The Commission my
constituted has not effectively discharged their mandate. There is need to strel$ COS

to play its role effectively through policy and legislative support

The Cooperative Tribunal is established to settle cooperative %s‘ der the CSA.
Following promulgation of the CoK 2010 the Tribunal beca e Kenyan judicial
system and is administered as such. However the operatio ibunal continue to be a

the effectiveness of the institution in dispensing } e cooperative movement as it

circuit court with limited number of professional officgfs g it. This position hampers
Q
limits its level of decentralization the counties. constitution 2010 encourages ADR

mechanisms and this will be promoted to ¢ ent the role played by the tribunal.

The management of co-operative soci 1 ted in duly elected committees and employees
that are expected to perform theg tiesYprudently and diligently on behalf of and for the

members to whom they sta ourtable and responsible. Poor governance is one of the

greatest challenges to th
sector in Kenya. Bad&
revenues of the erayives.

The curregd@ituation in the governance of cooperatives have challenges due to poor public

ent, stability, sustainability and growth of the cooperatives

nce and corruption have negatively affected the operations and

particyg@ton, g€nder insensitivity, responsibility overlaps between board and management,

la f ber vetting mechanisms and poor adherence to budgetary discipline including

acajfacity in financial management. The other challenges are unethical practices, weak
rnative dispute resolution and tribunal mechanisms, poor or lack of monitoring and
evaluation mechanisms, and lack of ICT and cyber crimes prevention strategies. Furthermore,
there are many Primary Co-operative enterprises without Co-operative Unions at County level
but are only affiliated to their respective national unions and CAK. Other primary Co-

operatives do not have any union at all but are affiliated directly to CAK. Lastly, most of the
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co-operative unions were based on the defunct district boundaries that have since changed

drastically in the devolved system.

The situation is therefore weak in the governance of cooperatives as far as observance and
compliance of the above as practiced in most primary and secondary cooperatives. Now that
cooperatives are a devolved function in the present constitutional dispensation, the national
government will be expected to help the counties address the issues of lack of capacity, poli
legislative and regulation development for enforcement of good cooperatives goveman@

2.7. Education, Training and Research

Education, training, and research is one of the seven co-operative principles wh(w ective is

to empower the membership and build the capacity of the cqfom@katipe leadership,

management and employees to enable them carry out their r ti oles effectively.

Education and training has been proliferated due to lack of prou@e ines/curriculum in the

sector leading to lack of standardized material being diss te co-operative leaders and

members. The transformation of Cooperative College & into a University has created a
eeds

vacuum in standardized training that conforms to tife n f the cooperatives sector.

service delivery to members. In additio e y and innovation which are critical factors in
the growth and development of anybusi organization have not been adopted by many co-

operative enterprises. Cases h ec served where co-operatives have become a target of
S

Lack of professionalism in the co-operativvnent has been a critical gap that has affected
a

all manner of service pro nce disrupting service delivery. In order to inculcate

professionalism and sﬁ rds in service delivery in the co-operative movement, there is

need to establish a proT8§stonal body for co-operative practitioners to standardize education
and training. V

County e nts are responsible for development and regulation of cooperatives which
include Y@ining, and promotion. Since the advent of devolution, the counties have not been
abl rform this responsibility since the function has not been fully operationalized at the

1es due to policy and legal instruments having not been aligned to the CoK, 2010.
ounty governments are also expected to promote and support formation of sector-based Co-
operative unions at county level to enhance their ability and capacity for lobbying and
advocacy. However, The national government has the responsibility to develop mechanism to
capacity build the county officers to enable them discharge their mandate once the function is

operationalized at the county level.
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Research and development is a function of the National Government. The sector lacks credible
data or data resource center which hampers research, policy formulation and training.
Continuous research on emerging applicable technologies and issues is critical in propelling
the co-operative movement towards undertaking industrial activities. This is because

evidence-based research is essential for innovations and inventions. Absence of research and

competitiveness and product range. The National needs to develop mechanism to
research and development in the sector. &
2.8. ICT in Co-operatives Societies

The majority of co-operative societies in Kenya are still using manual p

development has resulted to co-operative enterprises lagging behind limiting

systems. In
addition, many co-operatives societies lack trained and experience erSonnel to deliver

ICT solutions that can make co-operative societies competiffve a ustainable. The co-

operative movement in embracing ICT will be more effip ffective in their service

delivery, and would expand their market reach. Coope&
arge

proper cybersecurity measures which makes it eagfy t

operating IT systems without
for tech-savvy people to defraud

them.

It is recognised that installation of I ns and the maintenance of the attendant
zﬁ ; )

software licenses normally require ital investments. Start-up co-operative societies
and the small and medium ones, &re'@mable to raise such capital and therefore cannot invest in

ICT solutions. /\,
2.9. Cross cuttjg

New initiatives inngvative ventures are required for co-operative societies to expand into
emerging hidh' growrh areas and partnerships. The co-operative sector will be supported to
reach a/teateMrumber of people. The traditional areas in which the co-operative movement

has alw erformed have been outlined in previous chapters in this document. However,

ties for growth and sustainability of the co-operative movement will be further
rsed by leveraging on the following growth areas: youth and women, special interest

roups, environment, health, ICT and new forms of co-operatives.
2.9.1. Worker-Owned and Youth involvement in co-operatives

The worker-owned co-operative concept is based on a commitment to solidarity and on

democratic methods for organization and management. It demonstrates an alternative to the
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'business as usual' mantra of shareholder-owned companies. The mission is not to earn money
but rather to create wealth within a society through entrepreneurial development and job
creation. Such worker co-operatives promote employment creation, skills and knowledge
development, and easy access to affordable finance. The model can be used to engage youth in
various entrepreneurial activities. The Mondragon co-operative model of Spain best represents

such worker-owned co-operatives.

Youth represents 35%of the country’s population. The youth tend to be attracted tq%hQ

models of collective engagements that promise them quick gains. with

unemployment rate at 80%, co-operatives provide opportunity for youth engge in
@a’ S

productive activities. Co-operatives can contribute to the development of prac kills for
entrepreneurship, which is a key contributor to employment. Ther&\is pportunity to
harness this large number of underutilised energy through directedhe rgneurship skills and

apprenticeship programmes backed by funding through co-opergiives.

2.9.2. Gender mainstreaming in co-op&

It 1s estimated that in Kenya women account foff 30%p? the members of the co-operative

movement and only 9% of leaders in co-opggatives™ There are however significant regional

2

There is recognition among dﬁ}; t experts that women are central participants in the
0

differences in membership which range £rd

Nairobi (ILO 2012)

put 10% in North Eastern region to 40% in

socio-economic developme s. There is a growing consensus that women’s greater

involvement in all asp evelopment programmes is extremely important for the rational

utilization of deyelop resources which has hitherto remained under estimated and

neglected. V

Through£®- tives women are able to respond to both practical and strategic needs as they

cd with opportunities to access common production resources (such as credit, land,
facilities, infrastructure, tools, and technology), which increase their income. By
g themselves into co-operatives, women can also benefit from economies of scale and

prove their access to open market.
2.9.3. Climate change

Co-operatives under the principal of the concern for the community should be in the forefront
in mitigating against climate change. However, cases have been noted, where many co-

operatives are polluters to the environment especially agricultural co-operatives. Co-
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operatives are expected to play a leading role in protection of environment and adaption of

green technologies.
2.9.4. HIV/AIDS

The HIV/AIDS pandemic classified as a national disaster has far reaching potential to impact
on the business of co-operatives. Its therefore imperative to proactively carry out continuous

HIV/AIDS advocacy and awareness.
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CHAPTER THREE: POLICY INTERVENTIONS

3. Introduction
This chapter provides Policy interventions to issues raised in previous chapters.

The Constitution of Kenya 2010 (CoK, 2010) establishes a devolved structure of government
consisting of the National and County Governments, which are distinct but inter-depend

and conducts their mutual relations on the basis of co-operation and consultations. x

Therefore, the interventions prescribed here below will be implemented by b els” of
Government in accordance to Article 186 and the Fourth Schedule of CoK, 20?‘, specific
functions that have been assigned to each level of government and thedhransitiph Authority
Legal Notice No 137, of 2013. V

3.1. Review of the legal and regulatory framework

Policy Objective: To align the legal and regulatory fram@o the Constitution of Kenya
2010 and address the dynamic business environment.:

Interventions:

a) Review the Co-operative Societie cco Societies Act, to include the following

areas;

1.  Review powers o& issioner for cooperative development and related

offices in regyla

the’movement and enforcement of the law;

1. Facilitate ation of county specific legislation and regulations in line

with t& al policy;
1il. Wt e Cooperative Societies Regulatory Authority to oversee regulation

n not®SACCO co-operatives;
. velop a regulatory framework for non-financial co-operative societies;

Develop appropriate legal and regulatory framework to facilitate inter
borrowing among co-operative societies;

vi.  Develop a legal and regulatory framework for co-operative societies to raise
capital using capital market instruments, and the establishment of a secondary
market for co-operative securities;

vii.  Develop financial market conduct regulations to cater for the financial co-

operative societies;
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viii.  Establish an institutional framework for facilitating co-operative self-regulation
through its structures;
ix. Legislate on the role of the boards and the management of co-operative

societies;

x.  Prohibit dual registration of cooperatives and companies
xi.  Provide for the operations of holding cooperatives and registration
companies, 6
xil.  Provide a framework for the co-operative sector shared services platfi x
xiii.  Provide legislation for establishment of a central liquidity facility for cial
co-operative societies, as a platform for their participation i national
payment system; and
b) Establish and support intergovernmental sectoral forums to4@igcusy and resolve issues

in the co-operatives sector for harmonious relations afid growth in the co-operative

movement in accordance with the CoK, 2010 and@ >

3.2. Co-operative production, value addition n(&eting

Policy objective: To promote co-operative tion, value addition and marketing in order
to improve returns to members
Interventions: &

a) Facilitate creation ofgredW@gchemes and revolving funds accessible to the co-operative
sector; @

b) Facilitate inch? sharing and effective dissemination of quality standards in the
co-operafiV@g septor;

c) Rey@w and Streamline marketing linkages in all value chains in order to increase
rQducti®n;

e that co-operatives are recognized under commodity exchange
rogramme(COMEX);

) Create an enabling environment for co-operatives to engage in Public Private
Partnerships (PPPs) and Business Process Out-sourcing (BPO) with established
manufacturers in order to eject new capital and enable technology transfer;

f) Facilitate Cooperatives to engage in production, value addition and marketing of their

products/services;

g) Facilitate Cooperative societies to invest in bulk storage facilities;
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h) Develop legal framework to promote contract farming in Cooperatives; and

1) Facilitate risk management in Cooperative societies.

3.3. Co-operative finance and investment

Policy objective: To enhance financial deepening and investments through co-operatives, é
Interventions: Q
1

a) Develop appropriate legal and regulatory framework to facilitate inter b
between and among financial cooperative enterprises
pital

b) Develop a legal and regulatory framework for cooperative enterprises {o raise
using capital market instruments, and the establishment of a seconda rket for

cooperative securities
c) Facilitate the establishment and operationalization of a Cw pdity facility for
angel

financial cooperative enterprises, as a platform for their ion in the national
payment system

d) Incentivize cooperative enterprises to participate in gage t securities

e) Promote the growth of financial cooperatives

f) Develop uniquely designed financial mark diet regulations to cater for the
financial cooperative enterprises

g) Ensure that credit information sharing ( s incorporated in the cooperatives’
legislation

h) Integrate financial cooperatives pf'the 1sion of Islamic financial products

1) Establish the Co-operative e nt Fund;

3.4. Co-operative Moven;Q{ ure
a

Policy objective: To enhance efficiency in regulation and co-ordination of co-operative
activities
Interventions:

y < Yy
a) Implement a new co-operatives structure that constitutes primary, unions, federations

and the Apex to enhance co-operation, consultation and coordination of co-operative
\ activities;
b) Restructure CAK to respond to the needs of the new structure;
c) Promote cooperative federations in all value chains;
d) Develop regulations to ensure adequate member control of the movement
e) Promote and establish County chapters of the CAK;
f) To streamline registration process of co-operatives to reflect the main business

activity;
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g) The Commissioner for Co-operatives to maintain a register of all co-operative owned
companies and develop regulations to guide their operations;

h) Develop guidelines and procedures to be followed in the formation and operations of
the holding co-operatives;

1) Promote consumer and industrial co-operatives;

J) Prohibit dual registration of organizations as both co-operatives and companies; and
k) Promote and develop guidelines and procedures to be followed in the formation and
operations of the Savings and Investments Co-operatives (SICOs).
3.5. Co-operative governance and enforcement y
Policy objective. Establish institutional and regulatory framggkork E effective
governance of cooperatives at the four tier levels, which providgs self-regulatory
mechanism within the sector. P

Interventions O A

a) Strengthen Regulatory institutions to effectively promote and enforce ethical
governance within cooperative organisations

b) Develop regulations that guide the ge#fmated levels of growth and development of co-

enure of leadership

operative societies including vetiang
¢) Formulate guidelines fog@;')§ 1ves to participate in community concerns and
nt

preservation of enviro& ustainable development

d) Reform the Cq Tribunal to enhance access and timely dispensation of

justice to co-afer

e) Promotan of alternative dispute resolution mechanisms in cooperatives;

\

3. operative Education, Training and Research

Po jective: To provide reliable data and information and to empower co-operative

als and members with relevant skills and competences

a) Promote the establishment of co-operative research in all co-operative institutions,
colleges, universities and platforms;

b) Establish linkages with all institutions of higher learning offering cooperative training;

c) Promote the development of a uniform co-operative curriculum for use in learning
Institutions;
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d) Enhance collaboration between County Governments and the National government for
capacity building in the co-operative sector;

e) Anchor cooperative learning centres within county learning institutions;

f) Integrate the co-operatives data and statistics into the National data through the Kenya
National Bureau of Statistics;

g) Facilitate establishment of National Co-operative Information and Research Centre;
and >

h) Prescribe a minimum percentage of a co-operative revenue to be set aside for the
purpose of education, training and research;

3.7. Information Communication Technology in Co-operatives ?
A\
Policy objective: To promote adoption of ICT in Co-operative.

Interventions:

- J
a) Facilitate the development of shared e-coop platform to enhance service delivery to co-

operative societies;

b) Support and develop capacity of co-operatives to embrace modern technology, ICT
and use shared platforms;

c) Promote the need for investment in ICT and robust Management Information Systems
(MIS) that are capable of increasing efficiencies in service provision as well as

mitigating against cyber security threats.

3.8. Cross cutting initi@ .

_—
Policy objective: To mainstream emerging and cutting issues in co-operatives.

Interventions:

A A 4
a) Support the development of environmental policies for cooperatives;

b) Support youth initiatives both at the County and National levels through sensitization
\ toparticipate in the leadership of existing co-operative societies;

c) Promote gender responsiveness in the movement and encourage women to become
members and participate equitably at all levels especially in leadership and
employment in co-operatives; and

d) Promote formation of youth and worker-owned co-operatives to offer services to

institutions and individuals;
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CHAPTER FOUR: INSTITUTIONAL IMPLEMENTATION
FRAMEWORK

4.1 Introduction

The enactment of Kenya Constitution (2010) brought about fundamental changes in the
management of Government affairs by creating two levels of Government: The Nati@
Government and the County Governments. This change in the country’s governance s&
has therefore occasioned a change in the manner the National Government will 1 e itself
in the management of co-operatives by making co-operative societies a devolﬁlc 10n as

per the Fourth Schedule of the Constitution. This policy puts forth the integventio at:

a) Respect the devolution of power as one of the national@ d principles of

governance under Article 10;
b) Recognise the transfer of power between levels of g under Article;

c) Acknowledge the assignment of the function policy development to the
National Government; and the function 0@&\/
operative societies to County Governments;

d) Recognise the role of National G@nt in execution of the function of capacity
building and technical support i@the co

elopment and regulation of co-

ties;

e) Appreciate the jurisdictio& ns for co-operative societies, some of which are

national and cross-co in tHeir institutional and operational frameworks and will

require regulatiogun national legislative framework while others are county-
based and c&e ectively regulated within county legislative frameworks as
envisagedgn Ar§cl 191;
f) AW need to have uniform national norms and standards applicable for
S

ision of co-operative societies and the responsibility of the National
vernment to develop such norms and standards;
cognise the principal of inter-governmental relationship based on consultation and

cooperation between the National and County Governments in the growth and

development of co-operatives; and
Acknowledges that co-operatives are private organizations that deal with public good and the
role of Government shall be limited to ensuring the existence of an environment that nurtures

a dynamic and vibrant movement.
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4.2 Role of National Government

Arising from the constitutional mandate of the National Government to spearhead policy

formulation, capacity building and ensuring standardization and uniformity, the Natio

Government and its agencies shall be responsible for:

a)

b)

©)
d)

e)

2

h)
i)
)
k)

D

Formulation of National policy and legal framework for the development &)}h

of the co-operatives sector;

Registration and cancellation of co-operative societies; v
Maintain a register of approved audit firms in the co-operative w

Formulation and enforcement of management standards f @ﬁve societies,
Develop and coordinate Inter-Governmental Relations faechajism in the co-operative
sector;

Carrying out inquiries, inspections and invé/&;@ nto the affairs of co-operatives

and enforcement of Surcharges;

Provide oversight over Apex, ations, and Cross-County Co-operative
Organizations;

Promotion of good governa @ics on co-operative societies;

Formulation and regulagon c rative education and training standards;

1 to the county Governments;
e partnership, joint ventures and facilitate regional and
international co- tive relations; and

Establi' shm d maintenance a research and information centre for co-operatives.

4.3 Role of County Governments

Th r;xCounty Governments in supervision and management of co-operatives will be to:

b)
©)
d)
e)

ormulate county specific co-operative legislation and regulation in line with the
National policy;
Promote and facilitate registration of co-operatives;
Provisionally register County specific cooperatives;
Provide audit services and enforce of audit requirements and standards;

Carry out inspections into the affairs of county co-operatives;
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f) Promote and facilitate co-operative societies engaged in value addition, support
adoption of appropriate technology by co-operatives, and facilitate market information
sharing;

g) Collect and collate data on all cooperative activities in the County

h) Establish and maintain County co-operative information centres;

1) Ensure compliance with co-operative legislation;

j) Facilitate collaboration and linkages with co-operatives and stakeholders for
benefit of the movement; &

k) Promote good governance in the management of the co-operative societies witligprtheir
jurisdiction;

1) Support and strengthen growth, revival and restructuring progra

m) Uphold the principles of inclusivity in co-operative societies?

n) Provide co-operative advisory services;

0) Enforcement of management standards in the coop e soeieties;

p) Promote co-operative research, developmen& ta collection on county co-
operative societies; and

q) Promote co-operative ventures and inggyatiol™or county co-operative societies.

r) Facilitate and process applicationg,]

) RN
4.4 SACCO Societies Regulatory Authority (SASRA)

ptration of co-operatives

X .

SASRA is established under r&‘\/ O Act 2008 to oversee the prudential regulation and

supervision of deposit t@ Os. This is in line with internationally accepted principle
a

requiring deposit-tak& ial institutions to be subjected to prudential regulations and

standards. ,y
To avoid icity i the regulatory regime of financial cooperatives and allow for smooth
transitighof SACCO societies as they expand their services from back office to front office

op‘atio e role of SASRA will be expanded.
4.5 Co-operative Societies Regulatory Authority

0 enhance regulation of cooperative societies other than SACCOs, the Cooperative Societies

Regulatory Authority shall be established.
4.6 Co-operatives Tribunal

The Co-operative Tribunal is established under the Co-operative Societies Act Cap 490 to

arbitrate and resolve disputes in the co-operative movement. In line with the Kenya
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Constitution (2010) the tribunal has been consolidated in the structure of the Judiciary.
Despite this move, it is expected that the tribunal will continue to serve the interest of the
movement and the ministry at large and it will not be turned into just another instrument of the

judiciary. The structure of the tribunal should reflect this reality.

In addition to the Tribunal, the Government shall promote the Alternative (Amicable) Dispute
Resolution mechanism as the first line action in resolving disputes in co-operatives.
Constitution of Kenya 2010 recognises ADR as an effective dispute resolution mec @
since they are cheaper, less confrontational, rules and procedures are flexible th )\&g

reconciliation and recognises possible future relationships of the parties concerr$

4.7 Role of Other State Agencies

gonsible for the

latiops. These state agencies

This policy is cognizant of the existence of other state ag

implementation of other National Government policies and le
shall be critical in the successful and seamless implement. ol tils policy, particularly with

regard to strategies that directly or indirectly overlap aef@ss arious sectors.

This policy therefore draws from the fundamental filllars Jenshrined in the Vision 2030 and the

state actors therein; and premised on the un ing principles of governance by various state

agencies under the Constitution; and resfec existing or future national sectoral policies
1 cf0

and legislations with direct or indir n the co-operative movement.
Whereas the implementatio thipolicy shall be domiciled in the state department

responsible for co-operative

eqiate budgetary allocations shall be availed by the National
Treasury.

The National Gv t shall create an enabling environment for effective co-ordination
among the gatious 8tate agencies and actors in the implementation of this policy. Other
nation lici8pand legislations shall concurrently acknowledge and incorporate components

of this pSlicy that are aligned to their mandate. In this regard:

ational Government will create an inter-governmental co-ordination unit within the
state department responsible for co-operatives to ensure seamless implementation of
this policy; and
b) The National Treasury shall provide adequate budgetary allocations necessary for
implementation of the policy.

4.8 Non State Actors
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The policy recognises the role of non-state stakeholders involved in co-operative
development. The Government shall ensure that collaboration between the co-operative
movement and non-state stakeholders is within existing legal provisions as well as the co-
operative values and principles.

The Government will profile and streamline engagement with non-state stakeholders and

develop a mechanism that will provide the framework for engagement with different non-state

stakeholders.
L

4.9 Inter-Governmental Coordinating Unit

q y
There will be an agency established within the structure consisting of officials the

National and County Governments to coordinate the Policy implementation. i unit will
also Promote harmonization and/or linkages between the movement, t jon Government

and County Governments through periodic forums by:

a. Providing mechanisms for the apex body to c€tejisibility through round

table engagement with the Council of Go 0G) and appropriate forums

of the National Government;
b. Encouraging formal and recogniz@l engagement of the movement in key

structures through which th, ernment promotes its social and economic

agendas; and
c. Creating gainful I& s’ between the co-operative movement, National
h

Government th Ministries, Departments and Agencies, Council of

Governors st ro§individual County Governments, and other stakeholders.

AN

4.10 MONITORING AND EVALUATION

Y
evaluation (M&E) will be an integral part of the implementation of this

1ll provide the Government, working together with the co-operative movement
r Stakeholders, continuous data on progress in implementing the policy and ensure
y gmerging issues are responded to appropriately. Reporting will provide the necessary

dback and enable appraisal of the implementation strategy.

A results-based framework will be put in place for periodic assessment and evaluation of
achievements and gains made in the implementation of the policy. A Policy Implementation

Advisory Board will be established to guide the process over a three-year period.
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The Government will promote compliance with the national, regional and other global
initiatives by ensuring enhanced country reporting to the ICA using established indicators.

These steps include:

a) Developing a Result Based M&E framework for the policy;
b) Establishing and commissioning the Policy Implementation Advisory Board;
c) Developing mechanisms for disseminating information and informing subseq

reviews, changes and interventions to keep the processes alive; and X
ished

d) Instituting mechanisms for shared country reporting to ICA using the&

indicators. v
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