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REPORT OF THE CONSTITUENCIES FUND COMMITTEE

Mr. Speaker Sir,

The Constituencies Fund Committee has the pleasure of presenting its
statutory report pursuant to section 27 (4) (d) of the Constituencies

Development Fund Act to the House for consideration and adoption.

Hon Eng M. Karue Muriuki, MP

Chairman, Constituencies Fund Committee

3" November 2005
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REPORT OF THE CONSTITUENCIES FUND COMMITTEE

Dated 3td Nov’2005

p E8

MANDATE

The constituencies Development Fund Act was passed by Parliament
in December 2003, was assented to within the same month and
commenced operations through a gazette notice in April 2004.

The Constituencies Fund Committee which is a select committee of
Parliament was constituted pursuant to section 27 of the Act. The
functions of the committee are:

(@)

(b)

()

(d)

(e)

()

(g)

To consider project proposals submitted from various
constituencies in accordance with the Act and make appropriate
recommendations to the Clerk of the National Assembly.

To consider and report to Parliament, with recommendations,
name of persons required to be approved by Parliament under
the Act;

To consider and recommend to Parliament any matter requ‘i"rjng
action by the National Assembly pursuant to the provisions of
the Act;

To oversee the implementation of the Act and in this respect,
shall after every two years submit a report to the National
Assembly and where necessary, propose any amendments to
this Act, in particular, with respect to the quantum of the funds
payable into the Fund in accordance with section 4 of the Act;

To oversee the policy framework and legislative matters that
may arise in relation to the Fund;

To continually review the framework set out for the efficient
delivery of development programmes financed through the
Fund; and

To carry out any other functions relevant to the work of the
Fund. '






MEMBERSHIP of the Committee
The Committee comprises the following;

(1) The Hon. (Eng) Karue Muriuki, MP — Chairman
(i) The Hon. Sammy Koech, MP

(iii) The Hon. A.S. Dahir, MP

(iv) The Hon. Henry Kosgey, MP

(v}  The Hon. Stephen K. Manoti, MP

(vij  The Hon. Prof. Christine Mango, MP
(vii The Hon. Jayne Kihara, MP

(viii The Hon. Lucas Maitha, MP

(ix) The Hon. Mohammed Yusuf Haji, MP
(x) The Hon. (Eng) E.O. Nyamunga, MP
(xij The Hon Charles Kilonzo, MP

THIS REPORT

The Committee now wishes to present its first report pursuant to
section 27 (4) (d). It covers an overview of the operations, policy
framework, main challenges, shortcomings and other areas of concern
that may not have been foreseen. It highlights areas which were
incorporated into the Act in good faith but have turned out untenable
or undesirable in practice. It also gives the committee’s
recommendations on the review of the Act.

In order to collate and harmonize the observations and suggestions
discussed over the period that the Act has been operational, the
committee held a three-day closed-door workshop where, among other
things, the Act was examined clause by clause. The end result was a
detailed recommendation on proposed amendments which are
annexed herewith for consideration by the House.

The salient points of the proposed amendments are highlighted in part
six of the report in an attempt to bring out the rationale. Other
amendments have become necessary because many sections are inter-
related and a serious attempt has been made to collate them. Others
are minor in nature and have not been accorded space in this brief
report. However the committee took advantage of the review to correct
any typographical or ambinguities errors in the text.






4.

GENERAL COMMENTS

4.1

4.2

DISBURSEMENTS

The financial year 2003/04 was the first year of operation but
the Act came into operation half-way through the year at which
time various mechanisms like poverty indices and allocation
formulae had not been put in place. The compromise
arrangement was that every constituency receives a flat sum of
Kshs 6 million. All 210 constituencies received this amount.

Most of the mechanisms, indices, allocations formula,
disbursement procedures and procurement were finalized
within the year. Invariably some constituencies were quicker
than others. By the time of compiling this report at the end of
October 2005 a total of 195 constituencies had received all their
2004 /05 allocations. Another 14 constituencies had received
half the amount leaving only one constituency who had not
submitted their list of projects.

For the year 2005/06 a total of 24 constituencies have received

half of their annual allocations. Another 29 had been approved
and the disbursements were in process. £

AMOUNT OF CDF

Overall the amounts set aside for the Constituencies
Development Fund are;

Financial Year 2003/04 Kshs 1.26 Billion

2004 /05 5.60 “
2005/06 7.246 “
Total upto June 2006 Kshs 14.106 Billion.






4.3

4.4

4.5

PROCUREMENT

As per the Act all procurement must follow the laid down
Government procedures. It turned out that the existing
procurement system is geared toward large procurements. The
CDF has many grassroot projects which have to be implemented
locally and within established local concepts if the CDF was to
succeed. After a series of negotiations between the Treasury,
the Constituencies Fund Committee and the CDF Management
Committee certain modalities were put in place. In broad
principle the responsibility of procurement was by and large left
to the project committees which have done this anyway over the
years mainly through Harambees and such-like sources of
funding. So far the system has worked very well and it should
be encouraged and formalized into the Act.

FAVOURED SECTORS

Kenya is made of diverse regions, climate, cultures, economy,
etc. However, it has been observed on the submission forms
that certain sectors are much more common than others. These
are Education, Health and Water. Others are security and
roads. The roads sector is a major outcry all over the country
but it would appear most constituencies find the roads are such
an enormous task that the sector may eat up all their
allocations and perhaps not achieve much while other sectors
requiring smaller amounts are left out. It is partly for this
reason that the Constituency Grader Project was mooted.

BRIEFING TO MEMBERS

Over the period there has been several instances that the
committee has felt the need to brief members on the progress
and on various hurdles to be sorted out. Several meetings have
been held in the format of the normal kamukunji where
members are able to exchange ideas freely unlike in the House
where the atmosphere is very formal. Several of those meetings
have also taken place outside in conference halls when much
more of members’ attention is needed for crucial decisions or
concurrence on the course of action.

It is envisaged that such a meeting will be desirable to discuss
the recommendations herein before debate on the floor of the

House.






4.6

4.7

4.8

4.9

COMPLAINTS

There has been many comments and complaints from various
quarters, many of them quite negative. Unfortunately almost all
of them are coming from persons who appear not to have read
the Act and therefore making a lot of insinuations on provisions
that either do not exist or from pure ignorance. It is now
proposed to formalize a system of receiving and dealing with
complaints.

COURT CASES

Some of the complains have ended up in court as disputes. All
those that have been determined so far the applicants against
CDF have lost, principally for the same reasons, that most are
borne of ignorance brought by persons who have not bothered
to familiarize themselves with the Act. For that reason it is
proposed that a system of arbitration be put in place such that
the bulk of the disputes can be sorted in an atmosphere where
the provisions in the Act can be appraised to those concerned
before rushing to court on flimsy grounds.

The whole of the Act has also been challenged in the High
Court. The matter has been before a three-judge bench since
May last year. The next hearing will be in February 2006.

LOCAL TRIPS

The committee has taken keen interest in the submissions by
various constituencies with particular emphasis on the trend,
timing and types of projects. The committee itself comprises of
members from all regions of the country and this formed the
first platform for comparison. Then the committee visited many
constituencies around the country. Although only a small
number could be visited, vis-a-vis the total, the diversity of
regions was considered in deciding where to visit signifying a
good sampling of the trends and concerns which now form part
of the basis for recommendations in the review.

AFFIRMATIVE ACTION

The committee has in particular observed that some areas have
been virtually neglected in respect to certain sectors. For
example, in the North East and Northern part of the country the
Government certainly needs to take affirmative action on
education facilities, away from CDF.






4.10

4.11

4.12

4.13

TYPE OF PROJECT

The Act spells out the types of eligible projects in section 21.
From experience the need has arisen to spell out more clearly
e.g. land and buildings. Also an opening has been created for
sports and cultural activities.

NUMBER OF PROJECTS

The Act gives the minimum and the maximum number of
projects as five and twenty respectively. The maximum has
been extended to 25 so as to accommodate a number of
provisions that have been listed as projects for convenience, e.g.
administration, emergency, monitoring &  evaluation,
maintenance, etc which have to occupy a line each on the
second schedule.

Also, many constituencies have taken advantage of the
combination where several activities of a similar nature are
combined into one project for budgetary convenience this has
now been formalized into sub-projects.

TERMS OF VARIOUS COMMITTEES

The term of office of various committees or the members, has
been stated more specifically in the recommendations. The
three year term has been adopted for both the select committee
of Parliament and also the CDF committees such that there is
only one change of guard within the Parliamentary term.

USAGE OF FUNDS

There has been a certain amount of tension when the National
Management Committee declines to disburse funds to a
constituency on the basis that they do not think a particular
project on the list is viable or that it is inappropriate. In the
amendments it is proposed that the CDF committee at the
constituency holds that responsibility and discretion of what
they want to do with their money, so long as they are within the
Act.

10






4.14

4.15

4.16

4.17

BUDGET FOR THE CDF SECRETARIAT

It so happens that the current National Management Committee
has so far not submitted their budget expenditure or returns
despite the requirements in the Act. The fact that they are able
to get away with it is attributed to the fact that they operate as a
parallel policy body and they have the cheque book as well as
the signatories.

The recommendations therefore contain measures that would
ensure that the new-look CDF secretariat must comply with the
procedures as to budget and returns failure to which the funds
tap to them can be turned off until they comply.

CONSTITUENCY GRADER PROJECT

Despite a lot of time and effort by the Constituencies Fund
Committee this project has been frustrated by various
operatives through a milliard excuses at every stage.

Some of the members of the National Management Committee
have taken every opportunity to preach against the project.

The last major hurdle has been overcome and hopefully the
graders should be in the country within the next six months.

MAINTENANCE & OPERATION COSTS OF EQUIPMENT

Constituencies will be able to acquire equipment, vehicles and
machinery (like graders) without having to convince anyone
other than their constituents that it is a good idea. It has
therefore been found necessary to relax the provisions with
regard to recurrent expenditure so as to include the running
cost of such equipment.

One of the reasons quoted by some quarters against the grader
project, has been the operation cost, which would be well
covered by the DRC funds, but now will be provided for as a
project where need be.

REGULATIONS

The regulations published vide legal Notice No 34 of 26% May
2004 have applied well so far. However, if the proposed
amendments to the Act are adopted by the House than there
will be need to amend the regulations. IN anticipation of such
eventuality the Committee has come up with a draft of the
proposed amendments for discussion with the Minister.

11






SIMILAR SYSTEMS IN OTHER COUNTIRES

The Constituencies Development Fund was mooted, drafted and
enacted by Parliament as part of home-grown solutions to our
development problems and without reference to what goes on in other
countries. It has in due course transpired that a number of countries
around the world have similar initiatives though with quite diverse
approaches and systems of operations.

In order to compare and contrast, the committee has visited a number
of such other countries, namely, Zambia, India, Brazil, Panama and
Canada. Salient observations are as listed herewith.

(i) ZAMBIA

A constituency development fund has existed there since
1994. The amounts involved are very small, less than ten
percent of the allocations in Kenya. There is no statute
for it and therefore subject to manipulation by various
operatives. There were many complaints of constituencies
who have not received any money for a number of years.
It was also tailored for community groups, the equivalent
of our self-help groups, which keep on sprouting here and
there, and hence the amounts per group gets less than
less until the amounts are so small that no impact is not
visible anywhere.

They however do have a well organized system of
constituency offices for each member, paid for by
Parliament including the staff.

(ii) INDIA

They have had a similar fund since the mid-nineties. Itis
established under a legal notice rather than an Act of
Parliament but legal notices in India have to be brought to
the House for adoption before implementation. The
amounts involved are roughly three times those in Kenya
but when the committee visited in December 2004 they
were in the process of reviewing the amounts upwards.
The programme in India is specifically for infrastructure,
complete with a list of eligible types of projects. There are
no things like education bursary. Constituency offices
where they exist are run by individual members from their
pocket although, there was every indication that they
would take the cue from Kenya and institute something
on constituency offices.

12






One significant observation is that there are no
committees other than the select committee of Parliament.
Everything revolves around the Member of Parliament
who decides on the allocations to various projects at his
or her discretion with or without consultation.

(iii) BRAZIL
There is a system of funding grassroot projects. The

amounts are the equivalent of about Kshs 120 million per
constituency per year. The allocation to individual
projects is all entrusted to the Members of Parliament
who are expected to consult widely but there is no statute
to follow and therefore a lot depends on the individual
Members of Parliament as they see the needs in their
regions.

The Government is currently engaged on an intense
programme of enhancing agricultural production with
heavy subsidies aimed at self-reliance for individual
families and self-sustenance for the country.

One important observation was that they have near-zero
tolerance to corruption. A member who is named in the
House for corruption is expelled from the House for eight
years and may not hold public office in that period. One
. member was such unfortunate when the committee was
7 visiting.

(iv) PANAMA
This is a small country. Geographical size and population

are both just about a tenth of Kenya. The country is
divided into administrative regions more or less the size of
a district in Kenya.

They have a system of initiating grassroot projects where
the President of Panama himself holds regional meetings
at which the people say what they wish to be included in
the budget for them. The committee had the pleasure of
attending one such meeting in one of the regions at which
the President sat the whole day with his battery of
Ministers, listening and responding to issues raised.
There is no statute or framework and therefore no set
amounts.

13







(v) CANADA

Canada had a system of funding basic infrastructure at
grassroot levels, but that was many years ago. By the
time the committee was visiting in October 2005, the
system had been obsolete for several decades having built
all their schools, health facilities, rural roads, water etc,
in all areas. Although the committee could not gather
much on how the system was run it none-the-less gave
them the encouragement that we are on the right path
and that we could also achieve the same and cut out
Harambee for public facilities in due course.

However, Canada has one of the best systems of
Constituency office. Each Member has two offices, one at
Parliament and one at the constituency, with everything
paid for by Parliament including the staff. There is very
little control. A Member is given a budget on which he
runs all his affairs and simply files a periodic return for
replenishment and an annual return at the end of the
year. A member who wants more than one office in the
constituency submits a budget to that effect. The
particular constituency that the committee visited is very
large and has three offices.

14






HIGHLIGHTS OF PROPOSED REVIEW

6.1 End Year Scenario.
Not explicit in the Act. System of re-allocating surplus
funds has been proposed through which a constituency
can declare what they have not utilized and what they
want to do with it.

6.2 Emergency Reserve
The authority to allocate funds has been defined more

precisely. It is recommended that this be the
responsibility of the CDF Committee who should also
decide on the deployment of any surplus at the end of the
year.

6.3 Ownership of Assets
The fund and its various committees are not legal persons
and therefore lack the capacity to hold ownership. A
system of ownership by the Government has been
recommended through the docket of regional
development.

6.4 District Projects Committee
The relevance of this committee has been the subject of
informal discussions in and outside Parliament. After
intense deliberations it was decided to leave it in place but
without any approving powers. They will look at all
funding to the district from various sources, not just CDF,
including other Ministries and arms of Government.

6.5 Amount of the Fund
As per the Act only 2.5% of the Government revenue goes
to the Fund. Appreciating the major impact that CDF has
had throughout the country it is proposed that this
amount be enhanced to 7.5%.

15






6.6 Transition
As it is there can be a major problem of who is to hold the

records and assets during transitions occasioned by
general elections and by-elections (as and when they may
occur). It is proposed that a CDF co-ordinator be
appointed for every constituency who will be the
custodian of records and assets on behalf of the
Government at all times.

The provision for a co-ordinator has always been there
under article 16 of the regulations but has never been
implemented.

6.7 Implementation
Currently the system is quite cumbersome with several

committees whose mandates seem to run parallel to one
another. It is proposed that all matters of policy be
directed by Parliament through the Constituencies Fund
Committee. No other policy body is needed. It is also the
considered view of the committee that there is no need for
another intermediary between the Government and the
constituency. It is therefore recommended that., the
National Management Committee be replaced by a CDF
secretariat composed of professional persons.

It has also been observed that the Ministry of Finance is
far too overcrowded with many other money and
procedural matters and as a result they have no time for
something as involving as the CDF. It is therefore
recommended that the CDF secretariat be established in
one of the line Ministries, in this case the ministry dealing
with matters related to regional development.

16






7. PROPOSED AMENDMENTS To

The constituencies Development Act.

17






THE CONSTITUENCIES DEVELOPMENT FUND ACT, 2003 NO. 10 OF
2003

Proposed amendments to the Constituencies Development Fund Act

PART ONE - PRELIMINARY

Section 2: Interpretation:

In the term “Constituency Development Committee” committee, insert the
word “Fund” between the words Development and Committee.

In the interpretation of “Minister”, delete the word “Finance” and
substitute thereof the words “regional development”

In the interpretation of Constituency Account, insert the word “fund”
between the words “constituency” and “account”

Delete the term and interpretation of “National Committee” and substitute
thereof “Constituency Development Fund Secretariat” means “the
Constituencies Development Fund Secretariat established under
section 5 of the Act”

Insert a new interpretation

“Project” means eligible development project as described in the
Act”

Insert a new interpretation

“Sub-project” means similar activities lumped together into one
project for purposes of sections 21 and 22 of the Act”

Insert a new interpretation

“Constituency Development Fund Co-ordinator” referred to as
CDF Coordinator means an officer of government appointed in
accordance with section 44 and who shall be an ex-official member
of the Constituency Development Fund Committee”

18






PART TWO - ESTABLISHMENT OF CONSTITUENCIES DEVELOPMENT
FUND

Section 4 (1) Delete the words “National Committee” and substitute thereof
the word “Minister”

Section 4 (2) (a): Delete the words “2.5% (two and a half per centum)” and
substitute thereof the words “7.5% (seven and a half per centum)

Section 4 (2) (b): Delete the words “National Committee” and substitute
thereof the words “Constituencies Development Fund Secretariat”

Insert a new subsection Section 4 (2) (c¢): “At the end of each financial
year, all funds not spent by Ministries and Departments and due to be
surrendered back to the Exchequer shall instead be paid into the account of
the Constituencies Development Fund.”

Section 4 (3): Delete the words after the word “Minister” and substitute
thereof the words “by various Constituencies in accordance with the
Act.”

Section 5 (1) Delete all the words and substitute thereof the words
“There is established a Secretariat to be known as the National h
Constituencies Development Fund Secretariat (in this Act referred to as the
CDF Secretariat).

Section 5 (2): Delete and substitute thereof the words;

“The Constituencies Development Fund Secretariat shall be
appointed by the Minister and shall comprise:

a} the officer administering the fund

b) an accountant

¢) a finance officer

d) a legal officer

e) a project management officer

J) information technology officer

g) a public relations officer

h) an internal Auditor

iy and maximum of two other officers so that the number

shall not exceed ten (10)

Section 5 (3) Delete and substitute with;

“The officers of the CDF Secretariat shall be officers in the
public service and at least three of whom shall be of either
gender’.

19






Section 5 (4) Delete and substitute thereof the words “The name and
curriculum vitae of the person proposed to be the officer
administrating the fund and those of each of the other officers
proposed to be appointed to the CDF Secretariat shall be submitted to

Parliament for approval before appointments are made.”

Section 6(1) (a) Delete the word “allocation” and substitute thereof the
words “timely and efficient”

Section 6 (1) (b): Delete
Section 6 (1) (e): Delete and substitute thereof the words “To receive and

address complaints and disputes and take appropriate action
accordingly’

Section 6 (1) (f): Delete

Insert new subsection (1) (g): “To receive disputes and where necessary
make appropriate recommendations to the Minister for action as provided for
under section 527

Section 6 (2): Delete.

Section 7 (1) (a): Delete and substitute thereof with the words “be the head
of the CDF Secretariat”

Section 7 (1) (c) Delete the words “for submission to Parliament’

Section 7 (1) (¢) Delete

Section 7 (1) (f) Delete

Section 8 (1) Delete

Section 8 (2) re-number as Section 8

In the renumbered section 8, delete all the words after “projects as” and

insert thereof the words “submitted by the Constituencies in accordance
with the procedures outlined in the Act”

Renumber subsection (3) as (3)(a)

Insert new subsection 3 (b): “Notwithstanding the provisions of
subsection 3 (a) payments for a joint project as outlined in subsection
22 (4) or joint procurement may be made directly to an account
established for the purpose with due concurrence of the
Constituencies Fund Committee”.
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Section 8 (4): Delete the words “National Committee” and substitute
thereof the words “CDF Secretariat”

Section 8 (5) Delete the words “National Committee” and substitute
thereof the word “Minister”

Section 8 (6): Delete

Section 9 (1) Delete and substitute thereof the words “The minister shall
for each financial year allocate funds to each constituency in

accordance with section 19.”

Section 9 (3) Delete and substitute thereof the words: “At the end of each
financial year every Constituency shall submit a return using a
designated form as per the fourth schedule indicating all the
disbursements into and out of the Constituency Fund account”

Section 10 (1) Delete the words after “retained” and substitute thereof the
words “in the Constituency Fund account.”

Section 10 (2) Delete the words after “including funds” and substitute
thereof the words “retained in the account or funds which are not
utilized for whatever reason” E

Insert a new subsection (3): “Reallocations of the unutilised funds
pursuant to subsection (1) shall be listed in the annexe to the 4th
schedule and be submitted for approval to the Constituencies Fund
Committee”

Section 11: be re-numbered as 11 (1)

Insert a new subsection 11(2): “The Constituency Development Fund
Committee shall determine the allocation of the emergency reserve
and may reallocate to other projects at the end of the financial year”

PART THREE- SUBMISSION OF CONSTITUENCY PROJECT PROPOSALS

Section 14 (2): Delete the words “cost estimates of” and substitute thereof
the words “amounts allocated to”

Section 15 (2): Delete the words “National committee” and substitute
thereof the word “Minister”

21






Section 16 (1): re-number “section 12 (3) in the text to read “section 12”

Section 16 (1) put full stop after the word “Committee” and delete all
words thereafter.

Section 16 (2) Delete all the words after the word “Minister for” and
substitute thereof the word “funding’

Section 17: Delete and substitute thereof the words ““The decision as to
the allocation of funds to various projects in each constituency is the
responsibility and discretion of the Constituency Development Fund
committee within the provisions of this Act”.

PART FOUR - TYPES OF PROJECTS

Section 21 (2) Insert the words “and may include acquisition of land and
buildings” after the word “project”

Section 21(3): add the words “other than provided for in subsections (9),
(10) and (11) after the word “facility”

Section 21 (5) Delete the words “National committee” and substitute
thereof the words “Constituency Development Fund Committee” E

Section 21 (7) Delete and substitute thereof the words

“Notwithstanding the provisions of subsection (3) up to a maximum of
3% (three per centum) of the total annual allocation for the
constituency may be used for administration”

Insert a new Subsection (8): “Development projects may include the
acquisition of vehicles, machinery and other equipment”.

Insert a new subsection (9): “Cost of maintenance and operations of
items under 21 (8) acquired through Constituencies Development
Fund, excluding those acquired for institutions, may be considered as
development projects for purposes of the Act”.

Insert a new subsection (10): “Sports and cultural activities may be
considered as a development project for the purposes of this Act
provided that the allocation to such activities does not exceed 2 %
(two per centum) of the total allocation of the constituency in that
financial year but shall exclude cash awards”

Insert a new Subsection (11): “Monitoring and evaluation of ongoing

projects may be considered as a development project provided that not more
than 2% (two per centum) shall be allocated for this purpose”
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Insert a new subsection (12): “Each of the projects shall be listed on the
second schedule including those under section 11 and, where
applicable, the activities under subsection (6), (7), (8), (9), (11) and
section 25(2).

Section 22 (1): Delete the word “twenty” and substitute thereof the words
“twenty five (25)”

Section 22 (2) Delete the words after the words “financial year” and
substitute thereof the words “may be lumped together for purposes of
subsection (1)”

Section 22 (3) Delete and substitute thereof the following words “Project
activities of a similar nature in a particular constituency may be
combined and considered as one project for purposes of subsection (1)
provided the total cost of such sub-projects that have been combined
shall not exceed 50%(fifty per centum) of the total annual allocation
for the particular constituency and provided further that the sub
projects are listed in the annex to the third schedule”

Section 23 (1) Delete the word “thirty” and substitute thereof the word
“sixty”.

Insert a new subsection 23 (1) (i) “Maximum of three (3) other persons
from the constituency may be included’

Insert a new subsection 23(1) (j) “Officer of the Government seconded to
the Constituency Development Fund Committee by the Minister as the
CDF co-ordinator for the constituency”

In each of the subsections 23 (3), (4), (5), and (6), insert the word “fund”
between the words “Development and Committee”

Insert a new subsection (7) “Whenever there is a new member of
parliament through general election or by-election, the new member
shall constitute and convene a new CDF Committee but the list of
projects for that year shall not be changed other than in accordance
with this Act at the end of the financial year”

Insert a new subsection (8) “The term of office of the members of CDF
committee shall be three (3) years renewable but will come to an end
at the end of the parliamentary term or whenever there is a new
member of parliament”
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Insert a new subsection (9) “The constituency co-ordinator shall also be
the custodian of all records and equipment of the constituency during
the term of parliament and during transitions occasioned by general
elections or a by election”

Section 26 delete the words “National Committee” and Substitute thereof
the words “Constituency Development Fund Committee”

PART FIVE - CONSTITUENCIES FUND COMMITTEE

Section 27 (3) Insert the words “except that the term of office of the
members of the committee shall be three (3) years renewable or end of
the parliamentary term whichever comes earlier” after the word

“Assembly”

Section 27 (4) (a): Delete all the words after the word “recommendation”
and substitute thereof the words “for funding”

Section 27 (4) (d) Delete the words “two years” and substitute thereof the
words “four years’ and after the word “funds” delete the word “repayable”
and substitute thereof the word “payable”

Insert new subsection (5): “The Committee may make reports other than
the statutory report stated in Sub section 4 (d) to appraise the House
on various matters relating to the Fund and to seek various approvals
as required by the Act.

Re-number subsection 29 (1) as section 29

In the re-numbered section 29, Delete all the words after the word “Clerk”
and insert thereof the words “are funded in accordance with the Act”

Section 29 (2) Delete
PART SIX- IMPLEMENTATION OF PROJECTS

Section 30 (1) Delete the words “by the relevant department of
Government in the district “and substitute thereof the words

“by the Project Committee in each case, with the assistance of the
relevant department of Government”

Insert a new subsection (5) “All assets, both fixed and movable including
all equipments bought under this Act shall be the property of the Government
of Kenya owned through the Ministry for the time being responsible for
matters relating to regional development but equipment bought for institutions
shall remain the property of those institutions”
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Section 31 (1) be renumbered as 31
Section 31 (2) Delete

Section 33 (1) delete and substituted therefore the words: “The
Constituency Development Fund Co-ordinator in every constituency shall
compile and maintain a record showing all receipts and disbursements on a
monthly basis in respect of every project under this Act and shall submit
annual returns to Constituencies Development Fund Secretariat not later than
sixty (60) days after the end of every financial year.”

Section 33 (1) be renumbered as 33
Section 33 (2): Delete

Section 36 (2) Delete the word “shall” between the words “but” and
“attend” and substitute thereof the word “will”

PART SEVEN- DISTRICT PROJECTS COMMITTEE
Section 39 (2) Delete
Section 39 (3) be renumbered as 39 (2)

Section 40 (3) delete the words “two (2)” and substitute thereof the
words “three (3)”

Section 40 (4) Delete all the words after the word “members” in the
second line.

Section 40 (5) Insert the words “shall be held at least once annually but
not more than six (6) times in a year” after the word “committee”.

Section 40 (6) Insert the word “fund” between the words development
and committees; delete the words “Election of a new” and substitute
thereof the word “dissolution;” and further insert the word “fund”
between the words Constituency and Accounts in the fourth line.

Section 40 (7) Delete the word “thirty” and substitute thereof the word
“sixty”
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PART EIGHT- ROLE OF THE DISTRICTS PROJECTS COMMITTEE
Re-number subsection 43 (1) as section 43

In the re-numbered section 43 Delete all words after the word “and” in
the second line and substitute thereof the words “other Government
allocations to ensure that there is a harmonised implementation of projects
funded from various sources”

Section 43 (2) Delete
PART NINE - FINANCE AND ADMINISTRATION

Section 44 Delete all words and substitute thereof the words “The
Minister shall designate one officer for each constituency to be known as the
Constituency Development Fund Coordinator and who shall be an ex-officio
member of the Constituency Development Fund Committee”

Section 45 (3) Insert the word “fund” between the words Development
and Committee.

Section 45 (5) Delete and substitute thereof the words “each and every
payment or instalment out of the constituency fund account shall strictly be on
the basis of a minuted resolution of the Constituency Development Fund
Committee”

Section 45 (6) Insert the word “Fund” between the words Constituency
and Account.

Section 45 (7) Delete all the words after the word “discontinued” ahd
substitute thereof the words “retained in the account until the end of the
financial year when they may be re-allocated in accordance with this Act”.

Section 45 (8) delete the word “National Committee” and substitute
thereof the words “Constituency Development Fund Secretariat”

Section 46 (2) Delete the words after “the fund” on the third line and
substitute thereof the words “and three other persons appointed by the
Minister from among the officers of the Constituencies Development Fund
Secretariat”

Section 46(3) Delete and substitute thereof the words “The signing
instructions shall be such that the signature of the officer administering the
fund shall be mandatory on all payment cheques and or instruments intended
for actual release of money from the fund, plus any two of the other three
signatories”
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Section 47 (1) delete the words “for projects in each constituency” and
substitute thereof the words “to various constituencies”

Section 47 (2) Delete and substitute thereof the words “The
disbursement of funds to the constituency account shall be effected at the
beginning of the first quarter of each financial year with an initial amount
equivalent to 50% of the annual allocation for the constituency and thereafter
the constituency account shall be replenished in two equal instalments at the
beginning of the third and fourth quarters of the financial year”

Insert a new subsection 47(3): “The Minister shall table an annual report on
the activities, operations and expenditure under the Act”

PART TEN -MISCELLANEOUS PROVISIONS

Section 48 (1) Delete and substitute thereof the words “The personal
emoluments of Government officers working or involved in the management of
the fund shall be provided for under the recurrent expenditure of Government
but any other emoluments or payments to such officers intended to come from
the Fund shall be determined by the Minister in consultation with
Constituencies Fund Committee”

Section 48 (2) Delete and substitute thereof the words “The expenditure
for running the CDF Secretariat and related purposes shall be set aside at the
beginning of the financial year and not more than 2% (two per centum) of the
total allocation in the financial year may be used for this purpose, the annual
budget of which shall be approved by the Minister in consultation with the
Constituencies Fund Committee and expenses shall not be incurred until such
approval is accorded”

Section 48 (3) Delete the words after “Members of” on the first line and
substitute thereof the words “The District Projects Committee shall be
fixed by the Minister in consultation with Constituencies Fund Committee
and shall be paid out of the funds set aside for the CDF Secretariat under
subsection (2)”

Insert a new subsection 48 (4): “The Minister shall table an annual report
on the activities and expenditure of the CDF Secretariat within the first quarter
of every financial year and no expenditure shall be incurred after the end of
the first quarter until the report is duly tabled.”
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Insert a new Section 52 as follows:

Section 52 (1): “All complains shall be forwarded to the Constituencies
Development Fund Secretariat”

Section 52 (2): “Disputes shall be referred to the Constituencies Development
Fund Secretariat in the first instance and where necessary an arbitration

panel shall be appointed by the Minister before such a matter is referred to
court.”

SCHEDULES

FIRST SCHEDULE: Delete
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Constituencies Development Fund Act.
SECOND SCHEDULE

STANDARD CONSTITUENCY PROJECTS SUBMISSION FORM

Name of consStituency....ccceceeeiicianincnncccecencaccaceccnes Financial Year............
DISERICE cussssssusunsisisssspnsmnsasnons PLOVIICE esuivammnumnussmnasnsrsnsnsusnsansanssonsns
Serial Name of project Amount allocated
No. Ksh.

TOTAL FOR THE FINANCIAL YEAR

1. Member of Parliament....................... SIPNALGATE ..oesissnsosss |- o e,

2. 8écretary CDF Committee. .-, :suumussns Signatune: . : scisiswisss Date.............
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Constituencies Development Fund Act.

THIRD SCHEDULE

STANDARD PROJECTS DESCRIPTION FORM

COnSHUIETICY. scsinsives - 15 rmusnsiess bsnammeassovaiisi Jinancigl Year ey s rosssens
Project NO....cc.oovviiinnns Project Titles. s umsussss smuinsmnns o sovmmsionsss suiibiioss s sins
Relevant Government Department...........oooiiiiiiiiiiiii.

Status of project (tick one)
New/Extension/Ongoing/Rehabilitation/other..................

Brief Description of the Project

......................................................................................................
......................................................................................................

......................................................................................................

Estimated CoOSt 11 K SIS, o nun et ettt et ettt e e eteeeeaaeaeeaaaeaaeaeaaanes
Amount allocated last Financial Year in Kshs.....cccccoiiiiiiiiiiiiiiiainna.n.
Amount allocated this FINancial Year......veieieniieiiieiiiaiiiiiieiiiiiiieiannna.
DLPTIATUITC e i aiciiisionss 5 5500605508 5 SOG4 R 5 (D 2 | ST U
N F=N 0 o (=TS POSItION.. et iieiiiiiiiieaaannn.

NB: Where a project comprises two or more sub-projects which are lumped together into one
project then the annex to third schedule must be completed and attached thereon as part of
the submission for approval.






Constituencies Development Fund Act

ANNEX TO THIRD SCHEDULE (List of sub-projects)

ProjEet NG sausims s Prajeet Tt « soumm o s s sommemas.os sommmamen s s o5 530

Sub-project Sub project title Amount

No. allocated in
Kshs.

Total

| BRIBUDC, 5o, b rre i Prbar st aiim s SR & S PSS snsmcissiic s swimns b sammmsssmnms

NEITTE . s s stsioesiinon o SmatiRid 35T AR 5 TS84 55 ATPRIIEGR S 5B 301 7| 1o PN —
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Constituencies Development Fund Act.

FOURTH SCHEDULE

STANDARD ANNUAL RETURN FORM

CONSUEICTICT e - ooscesiapios s sewismsindst £ 5 srem0102 Janeial Yealie: s sssansas ssenismes

Project | Project title Amount Amount Amount

No. allocated | disbursed | carried
forward

Totals

DIFIVEETITE s cvmonsimtsinss simsiiinnss b e 5 ARSRIBHSE § S DAE s ssmvmesmmnsssmmmmmnes s smameasmvsss

NEINE 8 s s s wnkisnisrinn Hnsmsvabas s Stesmbndos vuiis POSIHON, ;- unetssren vonbismmers's sosbi s on:
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Constituencies Development Fund Act

ANNEX TO THE FOURTH SCHEDULE (Re-allocation of unused funds)

(@57 7% R 5 () 3 (e SRR

Amount brought forward from the year.................ooooi

Project No. Project title Amount
Kshs

Totals

Member of Parliatieiit s svmmsans sssussmasmmyes s Signature................... Date......

Secretary CDF Committee..........ccccovennann.. Signature.................. Date........
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Departmental Committee No. A on Agriculture, Lands and Natural Resources

PREFACE
Hon. Speaker Sir,

The International Coffee Organization (ICO) is the main
intergovernmental organization for coffee, bringing
together producing and consuming countries to address
issues facing the world coffee sector through
international cooperation. The organization makes
practical contribution to the world coffee economy and
to improving standards of living in coffee producing and
consuming countries by:-

i. enabling government representatives to exchange
views and coordinate coffee policies and priorities
at regular high level meetings;

ii. encouraging a sustainable coffee economy and
environmental standards;

iii. initiating coffee development projects to improve
quality and marketing;

iv. increasing world coffee consumption through
innovative market development activities;

v. improving coffee quality through coffee quality
improvement programme;

vi. working closely with the private sector through a
Private Sector Consultative Board which tackles
issues such as food safety;

vii. providing objective and comprehensive information
on the world coffee market; and

viii. ensuring transparency in the coffee market
through provision of statistics.

Report on attendance to the 93 session of the International Coffee Organization (ICO) in London, United 1
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The 93rd session of the ICO took place from 16t to 20t
May, 2005 at the Organization’s headquarters in
London, United Kingdom. The organization holds such
sessions in January, May and September in every year.

The Parliamentary delegation to the session comprised:-

1. Hon. Peter Gichohi Muriithi, M.P; - Leader
ii. Hon. James Nderitu Gachagua, M.P; and
iii. Mr. George Gazemba — Secretary

The Committee expresses appreciation to the Speaker,
the Liaison Committee and the Clerk for sanctioning
attendance to the session. The Committee further
appreciates the role of the Clerk’s office in organizing and
providing technical support.

Hon. Speaker Sir,

On behalf of the delegation and the Committee, it is my
pleasant duty to lay a report of the Committee on the
participation in the 931 session of the ICO pursuant
to Standing Order 162.

THE HON. FRANKLIN BET, M.P.
CHAIRMAN, DEPARTMENTAL COMMITTEE ON
AGRICULTURE, FANDS AND NATURAL RESOURCES

—

Date O\
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Departmental Committee No. A on Agriculture, Lands and Natural Resources

THE 93%° SESSION OF THE INTERNATIONAL COFFEE
ORGANIZATION (ICO)

PARTICIPATING COUNTRIES

The member countries represented at the session were:
Brazil, Cameroon, Colombia, Democratic Republic of
Congo, Costa Rica, Cote D’Ivoire, Cuba, Belgium, Czech
Republic, France, Germany, Greece, Ireland, Italy,
Netherlands, Poland, Portugal, Guatemala, Spain,
United Kingdom, Ecuador, El Salvador, Ethiopia, Gabon,
Ghana, Guatemala, Honduras, India, Indonesia,
Jamaica, Kenya, Malawi, Mexico, Nicaragua, Papua New
Guinea, Rwanda, Switzerland, Tanzania, Thailand,
United States of America, Vietnam and Zimbabwe.

Armenia, China, Croatia, Iran, Morocco, Panama, Peru,
Romania, Russia, Sierra Leone, Tunisia attended as
observer non members.

MEMBERSHIP OF ICO

As at 6th May, 2005, the Organization had seventy-four
(74) members. Forty four (44) were coffee producing
countries while 30 were consumers. Pursuant to the
International Coffee Agreement of 2001, new
membership formalities had been put in place and all
member countries were required to comply by 31st May,
2005. The United States of America had acceded to
the agreement on 3rd February, 2005.

THE COFFEE YEAR - 2003/2004

The coffee year 2003/2004 was difficult for coffee
producers worldwide. This was recognized by the
International community in several ways.

Report on attendance to the 93rd session of the International Coffee Organization (ICO) in London, United 3
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First, the European Union whose presence was enhanced
in the ICO by the arrival of ten (10) new member
states announced a new action plan which is expected to
make available new resources for coffee projects.

Secondly, a number of new international initiatives to
promote the concept of sustainability in coffee were
launched. All these initiatives had been extensively
debated by the ICO which had been working to ensure
that they made the most effective contribution to the
world coffee community and further to ensure that the
initiatives were disseminated worldwide.

Finally the world’s largest consumer of Coffee, the United
States of America’s rejoining of the ICO in September
2004 was a demonstration of the US government’s
commitment to support multilateral cooperation in the
world coffee sector and most welcome by the ICO.

THE WORLD COFFEE MARKET - 2003/2004

Prices

The Coffee year 2003/2004 ended on a positive note for
most exporting countries. There was a distinctive
improvement in arabica coffee prices compared to
previous years. The ICO composite indicator price rose
from 51.72 US cents/Ib in October 2003 to 61.47/Ib
cents in September 2004.

The average for coffee year 2003/2004 increased from
52.17 cents/Ib in 2002/2003 to 57.77 US cents/Ib. The
average for 2001/2002 was 45.46 cents. The indicator
price for arabica rose while that for robusta recorded a
decline. During the year, there was growing interest in
niche markets such as that of organic coffee.

Report on attendance to the 93rd session of the International Coffee Organization (ICO) in London, United 4
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Production

The recorded total production for the year 2003/2004
was 106.4 million bags. The total production of arabica
was 68.8 million bags compared to 74.9 million the
previous year. Robusta production was 37.6 million bags
compared to 37.1 million the previous year. The share of
arabica went down from 66.88% in 2002/03 to 64.65%
in 2003/2004, while that of robusta rose from 33.12 to
35.35.

Stocks

World stocks in 2003/2004 were 43.7 million bags. At
the end of the year 2003/2004, closing stocks in
exporting countries were 22.1 million bags, compared to
19.5 million at the end of 2002/2003. Stocks in
importing countries were 21.6 million bags which was
an increase compared to the year 2003/2003 when it
was 20.2 million.

Exports

Exports for the year 2003/2004 were 87.49 million bags
compared to 88.1 million in 2002/2003. These
represented a slight fall of 0.71%. Total earnings for
exporting countries from all types of coffee during the
year were US$5.7 billion. The total exports were
87.49 million bags while the previous year’s exports were
88.1 million bags worthy U$5.56 million.

Consumption

Domestic consumption in exporting countries in the
coffee year 2003/2004 was estimated to be 28.1
million bags compared to 27.6 million in 2002/2003.
Brazil remained the leading exporting consuming
country with 13.75 million bags consumed in

Report on attendance to the 93 session of the International Coffee Organization (ICO) in London, United 5
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2003/2004. Ethiopia which consumed 42% of its total
production also had a strong coffee drinking tradition.

Consumption in importing countries was estimated at
84.3 million bags during the year 2003/04 compared to
85.2 million bags the previous year. However, per capita
consumption had fallen down in many countries. A study
of correlation between consumption in importing
countries and prices could not give an appropriate
answer to the question of simultaneous decline in per
capita consumption and fall in prices.

ICO’S FINANCIAL POSITION

Revenue

The management accounts for seven months that
preceded 30th April, 2005 showed contributions of
US$4,566,425.40. The figure was higher than the actual
budget because of the accession of the United States
of America. Excluding contributions, other incomes for
the seven months were US$458,191.80. This was against
a budget of US$313,948.80. The revenue came primarily
from the rental of Organization’s conference facilities. The
facilities are mostly used during autumn and winter.
There will be little use of the facilities in May until the
end of the year. However, the actual income will exceed
the relatively conservative budget for the remainder  of
the year.

Expenditure

The total expenditure for the seven months proceeding
30th April, 2005 was US$2,995,977.60 which represented
a positive variance of US$97,322.40The most significance
variances were:-

(i) Personnel recorded a positive variance of
US$31,278.50. This was due to savings in post
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(1)

(i)

(iv)

(v)

(vi)

adjustments, which were in turn a function of
exchange rates and the fact that fewer temporary
staff had been employed than anticipated.

Language services recorded a positive variance of
US$66,920.40. This was because one meeting
had been held in the first seven months.
Translation and interpretation services were also
used less. Two meetings were to be held in the
next five months and the variance was likely to
reverse.

Special contracts recorded a positive variance of
US$32,040.00. This was as result of less activity
on projects and reduction in the coffee price
service fees.

Travelling recorded a negative variance of
US$8,789.40. This was because of a busier travel
schedule of the ICO staff in the first part of the
year. However, this would be reversed in the last
five months of the financial year.

Rent on premises recorded a negative variance of
US$46,683.00. This was entirely due to the
timing of the lease payments. The budget
assumed that a new lease would be signed on the
premises at 22 Barners Street as from 1st April,
2005.

Other operating costs recorded a positive
variance of US$9,514.80. This was as a result of
strict control in several areas; the significant ones
were documents production, general supplies and
publications. As at 13t May, 2005 the
Organization had US$4,179,600.00 cash at bank.
Outstanding payments for the year were
1,085’956.20 out of the total US$4,566,425.40
due.
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COFFEE DEVELOPMENT PROJECTS

As at 10t May, 2005, several projects had been
concluded while others were ongoing. Other projects
had been approved for development. The Coffee
Development Fund (CFC) would provide US$36 million
towards undertaking of the approved projects.
Multilateral donor institutions would  provide
additional funding.

I. CONCLUDED PROJECTS

(i) Integrated pest management of the coffee
berry borer

The project was carried out in Colombia,
Ecuador, Guatemala, Honduras, India,
Jamaica and Mexico.

The coffee berry borer was regarded as the
most dangerous coffee pest. It had cost the
world coffee sector heavy loses.

The project would promote sustainable
development by introducing an effective
integrated pest ~management system and
reducing the wuse of chemicals in pest
control. It would also enhance productivity and
competitiveness through production of high
quality coffee and reduction of production
losses.

(ii) Study on coffee marketing systems and
trading policies

The project had been carried out in Angola,
Cameroon, Democratic Republic of Congo,
Ethiopia, Ghana, Guatemala, India,
Madagascar and Togo.

Report on attendance to the 93t session of the International Coffee Organization (ICO) in London, United 8
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(111)

(iv)

The project evaluated coffee marketing systems
and policies and identified factors important
for effective marketing, helping to guide
developing countries in improving marketing
of their coffee and generating benefits such
as employment and greater income.

Development of washed processing within a
framework of private investment

The project was carried out in Rwanda.

The project would improve Rwandan coffee
production by analyzing the main problems
associated with quality and identifying
action to be taken. This would restore quality
and competitiveness of Rwandan coffee.

Study of the potential of commodity
exchange and other forms of market places
in COMESA countries.

The project was carried out in Ethiopia, Kenya,
Uganda, Tanzania, Rwanda, Burundi, Malawi,
Zambia and Zimbabwe.

The study would make it possible for
COMESA countries to adopt modern
techniques of trading locally, regionally and
internationally to optimize economic
benefits to farmers and countries.

Development of gourmet coffee potential

The project was undertaken in Brazil,
Burundi, Ethiopia, Pupua New Guinea and
Uganda.

Report on attendance to the 93rd session of the International Coffee Organization (ICO) in London, United 9
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- The project demonstrated the return on
investment potential of the gourmet approach,
identified new gourmet coffees and assisted
countries in marketing them.

II. ONGOING PROJECTS

(i) Enhancement of coffee quality through
prevention of mould formation

This was a worldwide project. Positive mid
term evaluations took place in March 2003
and an annual project review meeting took
place in December, 2004.

A lot of coffee had gone to waste as a result of

mould formation, occasioning producers

heavy losses. The project would establish
' and disseminate guidelines for coffee
production, harvesting, processing, storage
and transport to avoid conditions for the
formation of mould.

(ii) Improvement of coffee production by
control of diseases

The project targeted Africa and was intended
to control the coffee wilt disease -
tracheomycosis. The project was being
carried out in Cameroon, Cote d’ Ivoire,
Democratic Republic of Congo, Ethiopia,
Ruanda, Tanzania and Uganda. The project
was to be completed this year but extended
for another year.

The objective of the project was to implement a
regional programme to improve management
practices to contain the disease and develop
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. an information and training programme for
small producers.

(iii) Strengthening the business capacity of
small scale farmers

The project was being undertaken in Mexico
and Nicaragua. The project was to be
completed in December, 2004 but extended
to June, 2005.

The project was intended to help small scale
coffee growers to compete in the market and
become credit worthy, generating benefits
such as employment and enhanced income.

(iv) Short and medium term finance for small
scale coffee farmers in Kenya

This was a pilot project. Other countries would
benefit from results. The project would be
implemented in three phases. Phases I and II
had been completed and preliminaries for the
implementation of phase III were underway.
Phase III would involve loan provision.

The project would promote access to credit by
smallholder coffee farmers.

III. APPROVED PROJECTS

1. Coffee market development and trade
promotion in Eastern and Southern Africa

The project would be undertaken in Kenya,
Uganda and Tanzania.

The project would develop and test coffee
marketing systems that would respond to
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. producer and trade requirements, strengthen
public and private institutions to operate the
systems and promote improved access to the
international market. It would also introduce
measures to minimize exposure to technical
and price risks.

(ii) Integrated white stem borer management in
small holder coffee farms

The project would be undertaken in Malawi,
India and Zimbabwe.

This was a pilot project intended to expand
research and develop an integrated pest
management measures for combating the
white stem borer and reduce the use
of chemical pesticides. A report on mid term

) evaluation would be circulated to the
council in September, 2005.

- (iii) Coffee price risk management in Eastern
and Southern Africa

The project would be carried out in Ethiopia,
Kenya, Uganda, Tanzania and Zimbabwe.

The project would provide a suitable and
sustainable price risk management scheme

to reduce the exposure of coffee farmers to
fluctuations in the world market prices and
secure better incomes from coffee growing.

The Commodity Risk Management Group
(CRMG) of the World Bank had been appointed
as the Project Executing Agent. The duration
of the project would be three years and the
total cost would be US$2,529,142.
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(iv)

(v)

(vi)

Improving coffee quality in East and
Central Africa through improved processing

practices

The project would be carried out in Rwanda
and Ethiopia and would take three (3) years.

The project would be geared at improving
production of quality coffee, to enable it
command premium prices through improved
methods of primary processing by farmer
groups at village level.

Sustainable Coffee development in Eastern
Africa

The project would be carried out in Kenya,
Uganda and Tanzania.

The project was aimed at supporting
sustainable coffee development in Eastern
Africa by addressing issues related to coffee
certification.

Consultants had been appointed to conduct a
study on setting up a fine coffee certification
programme in Eastern Africa. The consultants’
report had been discussed in Zambia in
March, 2005 and the final report was being
awaited.

Worldwide comparative analysis of coffee
growing areas

The project would be carried out in Ethiopia,
Tanzania, Kenya, Uganda, India, Indonesia,
Guatemala, Nicaragua, Colombia and Ecuador.

Report on attendance to the 93 session of the International Coffee Organization (ICO) in London, United 13

¢

Kingdom



‘.



Departmental Committee No. A on Agriculture, Lands and Natural Resources

. The study would analyze factors and
conditions necessary for improving
competitiveness and diversification in coffee
dependent areas.

(vii) Rehabilitation of coffee sectors in Honduras
and Nicaragua

The project was intended to rebuild the coffee
sectors in the two countries {following
destruction of the crop by a hurricane
mitch. The project would involve replacing
destroyed machinery and creation of cleaner
environment.

Project implementation would start once the
relevant authorities in the countries conclude
the project implementation agreement.

(viii) Rehabilitation of neglected coffee
plantations into small family production
units in Angola

Through the project, neglected state coffee
plantations would be rehabilitated into
small production units and displaced
families settled. The project would be
launched before the end of the year.

(ix) Robusta quality and marketing
improvement

The project’s objective was to improve the
quality of robusta coffee cultivation and its
profitability by identifying varieties which were
superior in quality and making optimal use
of coffee soils.
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» The project and grant agreements were signed
A in December, 2003. The project would be
launched in June, 2005.

(x) Diversification of production in marginal
coffee plantations in state of Vera Cruz in
Mexico

The project would provide alternative
production and development options to
coffee growers in marginal areas suffering
from the crisis caused by low prices
thereby developing a viable diversification
model for mild arabica coffee producers.

COFFEE SUSTAINABILITY

23. Prompted by the globalization and market deregulation
. processes which had been ongoing since the late 1980’s,
the aim of sustainability of the coffee economy had

become increasingly important.

In response to this initiative, the ICO undertook a
series of studies that would facilitate a better
understanding of the relationship between -coffee
supply chain and the environment, and of the
multilateral arrangements that affect the coffee trade
and the quality of the product. At the same time, the
Organization was in the process of redefining its role as a
body well placed to provide guidance and
support various coffee initiatives that had been in
gestation in relation to the theme of sustainability.

There were two areas in which the Organization was
actively involved during the past year. These were:-
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» I. Common Code for the Coffee Community

The Organization had participated as an
extraordinary member in the process of drawing
up a Common Code for the Coffee
community on the initiative of the German Coffee
Association and the Federal Ministry for
Economic Co-operation and Development,
Germany (GTZ). The aim of this was to draw up
and implement a code of conduct to promote the
long term sustainability of the coffee industry
and to establish rules to be observed
by all involved in the production chain.

Coffee producing countries were however opposed
to the code on account of:-

(i) The Code was unjustly biased against the
. interests of producers because the
principles enshrined in the Code were not
applying equally to consuming and
producing countries;

(i) There was lack of transparency in the
Development of the Code because all
interested parties were not accorded
an opportunity to participate;

(iij) The certification requirements would be a
financial burden to producers;

(ivy The Code would have disastrous
consequences on the long term survival of
small producers.

The session resolved to review the code for the
purposes of incorporating the wishes of producers.
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» II. [Establishment of the Coffee Sustainability
Committee

The Organization was evaluating the Institute for
Sustainable Development’s (ISD) proposal to
establish a Sustainability Committee to act in
advisory and consultative capacity for ICO and as a
rapporteur in all matters within its area of interest.

The Organization was fully committed to ensuring
that the concept of sustainability would not include
not only aspects concerned with environmental and
worker protection criteria but also all aspects of
economic viability which make it possible to
effectively reduce high poverty rates suffered by
many coffee producing countries.

INCREASING COFFEE CONSUMPTION

24. Increasing consumption of coffee had a key role to play in
addressing imbalance between supply and demand. One
of the areas identified by the ICO Action plan on
promotion was enhancing consumption in producing
countries and emerging consuming countries. The
emerging consuming countries targeted were China and
Russia and promotion results were positive.

HEALTH CARE PROFESSIONALS’ COFFEE
EDUCATION PROGRAMME

25. Given the key role of health care professionals (general
practitioners, dieticians etc) as a source of dietary
information for consumers, it was important that they
be made aware of the latest scientific research regarding
the effects of coffee consumption on health.

26. In this regard, the ICO started the Health Care
Professions Coffee Education Programme (HCEP-CEP)
to work in tandem with the national coffee
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28.

29.
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associations. In January, 2004 six project proposals
were approved. Programme activities had started in
Finland, France, Italy, Netherlands, Russia and the
United Kingdom.

The programmes were very different in the way scientific
information on coffee and health was conveyed to health
care professionals. This was because of varying situation
in each market.

The HCP-CEP Steering Group had assessed progress on
the programme and was satisfied that progress had
been made. Although it was too early to have
meaningful evaluation data available, the group felt it
appropriate to recommend that the programme
continues.

THE NEXT SESSION OF THE ICO

The next ICO session would be held in Brazil on
September 28th and 29th, 2005. This would be preceded
by the World Coffee Conference from 26t to 27t
September at the same venue.
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